Prospectus dated 11 July 2019

OTP Bank Nyrt.

(incorporated with limited liability in Hungary)

€500,000,000
Fixed Rate Reset Callable Subordinated Notes due 15 July 2029
Issue price: 99.738 per cent.

The €500,000,000 Fixed Rate Reset Callable Subordinated Notes due 15 July 2029 (the “Notes™) will be issued by OTP Bank Nyrt. (the “Issuer”) on 15
July 2019 (the “Issue Date™). The Notes will bear interest on their principal amount from (and including) the Issue Date to (but excluding) 15 July 2024
(the “Reset Date™), at a rate of 2.875 per cent. per annum and thereafter at the Reset Rate of Interest as provided in Condition 5. Interest will be payable on
the Notes annually in arrear on each Interest Payment Date, commencing on 15 July 2020.

Unless previously redeemed, purchased and cancelled or (pursuant to Condition 6(f)) substituted, the Notes will mature on 15 July 2029. Holders will have
no right to require the Issuer to redeem or purchase the Notes at any time. The Issuer may, in its discretion but subject to the conditions described in
Condition 6(b), elect to (a) redeem all, but not some only, of the Notes at their principal amount, together with any accrued and unpaid interest thereon from
and including the immediately preceding Interest Payment Date up to (but excluding) the Reset Date, or at any time if a Tax Event has occurred and is
continuing or a Capital Disqualification Event (each as defined in Condition 18) has occurred and is continuing on the date fixed for redemption or (b)
repurchase the Notes at any time. If a Tax Event or Capital Disqualification Event has occurred and is continuing, then the Issuer may, subject to the
conditions described in Condition 6(b), either substitute all (but not some only) of the Notes for, or vary the terms of the Notes so that they remain or, as
appropriate, become, Qualifying Tier 2 Securities (as defined in Condition 18).

The Notes will be direct, unsecured and subordinated obligations of the Issuer, ranking pari passu and without preference amongst themselves, and will, in
the event of the Winding-Up (as defined in Condition 18) of the Issuer, be subordinated to the claims of all Senior Creditors (as defined in Condition 18)
of the Issuer but shall rank at least pari passu with all other subordinated obligations of the Issuer which constitute, or would but for any applicable limitation
on the amount of such capital constitute, Tier 2 Capital of the Issuer.

Application has been made to the Commission de Surveillance du Secteur Financier (the “CSSF”) in its capacity as competent authority under the
Luxembourg act dated 10 July 2005 on prospectuses for securities to approve this document as a prospectus. Application has also been made to the
Luxembourg Stock Exchange for the Notes to be admitted to trading on the Luxembourg Stock Exchange’s regulated market and to be listed on the Official
List of the Luxembourg Stock Exchange. The Luxembourg Stock Exchange’s regulated market is a regulated market for the purposes of the Market in
Financial Instruments Directive (Directive 2014/65/EU) (as amended, “MiFID I11”).

The Notes will be issued in registered form and will be available and transferable in minimum denominations of €100,000 and integral multiples of €1,000
in excess thereof. The Notes will initially be represented by a global certificate in registered form (the “Global Certificate™) and will be registered in the
name of a nominee of a common depositary for Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream, Luxembourg” and,
together with Euroclear, the “Clearing Systems™).

The Notes will be rated Bal by Moody’s Investors Service Cyprus Ltd (“Moody’s”). Moody’s is established in the European Economic Area (“EEA”) and
is certified under Regulation (EC) No. 1060/2009 (as amended) of the European Parliament and of the Council of 16 September 2009 on credit rating
agencies (the “CRA Regulation”). A rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal
at any time by the assigning rating agency.

Amounts payable under the Notes may be calculated by reference to the Euro-zone inter-bank offered rate (“EURIBOR”) which is provided by the
European Money Markets Institute (“EMMI™). As at the date of this Prospectus, the EMMI appears on the register of administrators and benchmarks
established and maintained by the European Securities and Markets Authority (‘ESMA”) pursuant to article 36 of the Benchmark Regulation (Regulation
(EU) 2016/1011) (the “BMR™).

Pursuant to section 14 and 18 of Act CXX of 2001 on the Capital Markets, this Prospectus was prepared in connection with a private placement of the
Notes in Hungary.

An investment in the Notes involves certain risks. Prospective investors should have regard to the factors described under the section headed “Risk
Factors”.

Joint Lead Managers
BNP PARIBAS Citigroup OTP BANK



IMPORTANT NOTICES

This Prospectus may be used only for the purposes for which it has been published.

The Issuer accepts responsibility for the information contained in this Prospectus. To the best of the knowledge
of the Issuer (having taken all reasonable care to ensure that such is the case) the information contained in this
Prospectus is in accordance with the facts and does not omit anything likely to affect the import of such
information.

Certain information in this Prospectus has been extracted or derived from independent sources. Where this is
the case, the source has been identified. The Issuer confirms that such information has been accurately
reproduced and that, so far as it is aware, and is able to ascertain from information published by the relevant
source, no facts have been omitted which would render the reproduced information inaccurate or misleading.

No person is or has been authorised by the Issuer to give any information or to make any representation not
contained in or not consistent with this Prospectus or any other information supplied in connection with the
offering of the Notes and, if given or made, such information or representation must not be relied upon as having
been authorised by the Issuer.

Save for the Issuer, no other party has separately verified the information contained in this Prospectus. None of
the Joint Lead Managers (as defined in “Subscription and Sale”) or the Fiscal Agent makes any representation,
express or implied, or accepts any responsibility, with respect to the accuracy or completeness of any of the
information contained in this Prospectus or any other information provided by the Issuer in connection with the
offering of the Notes. None of the Joint Lead Managers or the Fiscal Agent accepts any liability in relation to
the information contained in this Prospectus or any other information provided by the Issuer in connection with
the offering of the Notes or their distribution. Neither this Prospectus nor any other information supplied in
connection with the offering of the Notes is intended to constitute, and should not be considered as, a
recommendation by any of the Issuer and the Issuer’s subsidiaries taken as a whole (collectively, the “OTP
Group”), the Joint Lead Managers or the Fiscal Agent that any recipient of this Prospectus or any other
information supplied in connection with the offering of the Notes should purchase the Notes. Each potential
purchaser should make its own independent investigation of the financial condition and affairs and its own
approval of the credit worthiness of the Issuer and other members of the OTP Group. Each potential purchaser
of Notes should determine for itself the relevance of information contained in this Prospectus and its purchase
of Notes should be based upon such investigation as it deems necessary. None of the Joint Lead Managers or
the Fiscal Agent undertakes to review the financial condition or affairs of the Issuer during the life of the
arrangements contemplated by this Prospectus nor to advise any investor or potential investor in the Notes of
any information coming to their attention.

In the ordinary course of business, the Joint Lead Managers have engaged and may in the future engage in
normal banking or investment banking transactions with the Issuer and its affiliates or any of them.

Neither the delivery of this Prospectus nor the offering, placing, sale or delivery of the Notes shall in any
circumstances imply that the information contained in this Prospectus concerning the OTP Group is correct at
any time subsequent to the date hereof or that any other information supplied in connection with the offering of
the Notes is correct as of any time subsequent to the date indicated in the document containing the same.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as amended
(the “Securities Act”). Subject to certain exceptions, the Notes may not be offered, sold or delivered within the
United States.

The Notes may not be a suitable investment for all investors. Each potential investor in the Notes must determine
the suitability of the investment in light of its own circumstances. In particular, each potential investor may



wish to consider, either on its own or with the help of its financial and other professional advisers, whether it
(a) has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and risks
of investing in the Notes and the information contained in this Prospectus or any applicable supplement; (b) has
access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular financial
situation, an investment in the Notes and the impact such investment will have on its overall investment
portfolio; (c) has sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes,
including where the currency for principal or interest payments is different from the potential Investor’s
Currency (as defined in this Prospectus); (d) understands thoroughly the terms of the Notes and is familiar with
the behaviour of any relevant indices and financial markets; and (e) is able to evaluate (either alone or with the
help of a financial adviser) possible scenarios for economic, interest rate and other factors that may affect its
investment and its ability to bear the applicable risks. Please see further the section headed “Risk Factors”
below. If one or more of the risks described in this Prospectus occur, this may result in material decreases in the
price of the Notes or, in the worst-case scenario, in a total loss of interest and capital invested.

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy the Notes in any
jurisdiction to or from any person to whom it is unlawful to make the offer or solicitation in such jurisdiction.
The distribution of this Prospectus and the offer or sale of Notes may be restricted by law in certain jurisdictions.
The Issuer does not represent that this Prospectus may be lawfully distributed, or that the Notes may be lawfully
offered, in compliance with any applicable registration or other requirements in any such jurisdiction, or
pursuant to an exemption available thereunder, and it does not assume any responsibility for facilitating any
such distribution or offering. In particular, no action has been taken by the Issuer which is intended to permit a
public offering of the Notes or the distribution of this Prospectus in any jurisdiction where action for that
purpose is required. Accordingly, no Notes may be offered or sold, directly or indirectly, and neither this
Prospectus nor any advertisement or other offering material may be distributed or published in any jurisdiction,
except under circumstances that will result in compliance with any applicable laws and regulations. Persons
into whose possession this Prospectus or any Notes may come must inform themselves about, and observe, any
such restrictions on the distribution of this Prospectus and the offering and sale of Notes. In particular, there are
restrictions on the distribution of this Prospectus and the offer or sale of Notes in the United States and the EEA
(including Hungary and the United Kingdom).

MIFID I1 PRODUCT GOVERNANCE / PROFESSIONAL INVESTORS AND ECPS ONLY TARGET
MARKET - Solely for the purposes of each manufacturer’s product approval process, the target market
assessment in respect of the Notes has led to the conclusions that: (i) the target market for the Notes is eligible
counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels for distribution
of the Notes to eligible counterparties and professional clients are appropriate. Any person subsequently
offering, selling or recommending the Notes (a “distributor”) should take into consideration the manufacturers’
target market assessment; however, a distributor subject to MiFID II is responsible for undertaking its own
target market assessment in respect of the Notes (by either adopting or refining the manufacturers’ target market
assessment) and determining appropriate distribution channels.

PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes are not intended to be offered,
sold or otherwise made available to and should not be offered, sold or otherwise made available to any retail
investor in the EEA. For these purposes, a retail investor means a person who is one (or more) of: (i) a retail
client as defined in point (11) of Article 4(1) of MiFID II; or (ii) a customer within the meaning of Directive
2016/97/EU (as amended or superseded, the “IDD”’), where that customer would not qualify as a professional
client as defined in point (10) of Article 4(1) of MiFID II. No key information document required by Regulation
(EU) No 1286/2014 (the “PRIIPs Regulation™) for offering or selling the Notes or otherwise making them
available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise
making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.



IN CONNECTION WITH THE ISSUE OF THE NOTES, BNP PARIBAS AS STABILISATION
MANAGER (THE “STABILISATION MANAGER”) (OR PERSONS ACTING ON BEHALF OF THE
STABILISATION MANAGER) MAY OVER-ALLOT NOTES OR EFFECT TRANSACTIONS WITH
A VIEW TO SUPPORTING THE MARKET PRICE OF THE NOTES AT A LEVEL HIGHER THAN
THAT WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, STABILISATION ACTION MAY NOT
NECESSARILY OCCUR. ANY STABILISATION ACTION MAY BEGIN ON OR AFTER THE DATE
ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE OFFER OF THE NOTES
IS MADE AND, IF BEGUN, MAY CEASE AT ANY TIME, BUT IT MUST END NO LATER THAN
THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF THE NOTES AND 60 DAYS AFTER THE
DATE OF THE ALLOTMENT OF THE NOTES. ANY STABILISATION ACTION OR OVER-
ALLOTMENT MUST BE CONDUCTED BY THE STABILISATION MANAGER (OR PERSONS
ACTING ON BEHALF OF THE STABILISATION MANAGER) IN ACCORDANCE WITH ALL
APPLICABLE LAWS AND RULES.

Unless otherwise specified or the context requires, references to “Euro”, “EUR” and “€” are to the currency
introduced at the start of the third stage of the European Economic and Monetary Union pursuant to the Treaty
on the Functioning of the European Union, as amended or supplemented from time to time, references to “USD”
and “U.S.$” are to the lawful currency of the United States of America and references to “forint” and “HUF”
are to the lawful currency of Hungary.

Exchange Rates

The following table sets forth, for the periods set forth below, the high, low, average and period end Bloomberg
Composite Rate expressed as HUF per EUR1.00. The Bloomberg Composite Rate is a “best market” calculation,
in which, at any point in time, the bid rate is equal to the highest bid rate of all contributing bank indications
and the ask rate is set to the lowest ask rate offered by these banks. The Bloomberg Composite Rate is a mid-
value rate between the applied highest bid rate and the lowest ask rate. The rates may differ from the actual
rates used in the preparation of the consolidated financial statements and other financial information appearing
in this Prospectus. Neither the Issuer nor the Joint Lead Managers represent that the HUF amounts referred to
below could be or could have been converted into Euro or USD at any particular rate indicated or any other
rate. The average rate for a financial year means the average of the closing Bloomberg Composite Rate on each
business day during a year. The average rate for a month, or for any shorter period, means the average of the
closing Bloomberg Composite Rate of each business day during that month, or shorter period, as the case may
be.

Unless otherwise specified, where financial information in relation to the Issuer has been translated into EUR,
it has been so translated, for convenience only, at the rate of HUF 321.51 per EUR1.00. Such translation should
not be construed as a representation that the amounts in question have been, could have been or could be
converted into EUR at that or any other rate.

The Bloomberg Composite Rate of the Euro on 25 June 2019 was 323.33 HUF per EUR1.00.

HUF per EUR1.00

High Low Average Period end
Year ended 31 December
2018 329.90 307.77 318.77 320.88
2017 314.93 302.86 309.27 310.63

2016 318.02 304.08 311.44 309.28



HUF per EUR1.00

High Low Average Period end
Month ended
31 January 2019 323.16 315.74 319.69 315.85
28 February 2019 319.97 315.85 317.89 315.85
31 March 2019 321.49 313.08 316.06 321.49
30 April 2019 323.77 319.45 321.24 323.77

31 May 2019 327.03 322.98 325.04 324.87



FORWARD-LOOKING STATEMENTS

Certain information contained in this Prospectus, including any information as to the Issuer’s strategy, market
position, plans or future financial or operating performance, constitutes “forward-looking statements”. All
statements, other than statements of historical fact, are forward-looking statements. The words “believe”,

“expect”, “anticipate”, “contemplate”, “target”, “plan”, “intend”, “continue”, “budget”, “project”, “aim”,
29 13 2 (13

“estimate”, “may”, “will”, “could”, “should”, “schedule” and similar expressions identify forward-looking
statements.

Forward-looking statements are necessarily based upon a number of estimates and assumptions that, while
considered reasonable by the Issuer, are inherently subject to significant business, economic and competitive
uncertainties and contingencies. Known and unknown factors could cause actual results to differ materially
from those projected in the forward-looking statements. Such factors include, but are not limited to, those
described in “Risk Factors™.

Investors are cautioned that forward-looking statements are not guarantees of future performance. Forward-
looking statements may, and often do, differ materially from actual results. Any forward looking statements in
this Prospectus speak only as at the date of this Prospectus, reflect the current view of the board of directors of
the Issuer with respect to future events and are subject to risks relating to future events and other risks,
uncertainties and assumptions relating to the Issuer’s operations, results of operations, strategy, liquidity, capital
and leverage ratios and the availability of new funding. Investors should specifically consider the factors
identified in this Prospectus that could cause actual results to differ before making an investment decision. All
of the forward-looking statements made in this Prospectus are qualified by these cautionary statements. Specific
reference is made to the information set out in “Risk Factors” and “Description of the Issuer’s Business”.

Subject to applicable law or regulation, the Issuer explicitly disclaims any intention or obligation or undertaking
publicly to release the result of any revisions to any forward-looking statements in this Prospectus that may
occur due to any change in the Issuer’s expectations or to reflect events or circumstances after the date of this
Prospectus.



PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Historical financial information

The historical financial information appended to this Prospectus has been prepared in accordance with the
International Financial Reporting Standards (the “IFRS”) issued by the International Accounting Standards
Board (“IASB”) and as adopted by the European Union. The historical financial information presented in this
Prospectus consists of (i) consolidated audited financial information of the Issuer for the financial years ended
31 December 2017 and 31 December 2018 and (ii) first quarter financial results for the three months ended 31
March 2019 (English translations of the original report submitted to the Budapest Stock Exchange) containing
the unaudited separate and consolidated financial statements for the period (the “Q1 Interim Financial
Statements™). The Q1 Interim Financial Statements have not been audited or reviewed by the Issuer’s auditors.

Alternative Performance Measures and other Financial Measures

The Issuer presents certain key performance measures that are not defined under IFRS or Hungarian GAAP but
that it finds useful in analysing its results and that it believes are widely used by investors to monitor the results
of banks generally. Some of these measures are defined by, and calculated in compliance with, applicable
banking regulations, but these regulations often provide the Issuer with certain discretion in making its
calculations.

These alternative performance measures (“APMs”) may not be indicative of the Issuer’s historical operating
results, nor are such measures meant to be predictive of its future results. The Issuer presents these APMs
because it considers them an important supplemental measure of its performance and believes that they and
similar measures are widely used in the industry in which it operates as a means of evaluating a company’s
results. However, not all banks and financial institutions calculate APMs in the same manner or on a consistent
basis. As a result, these measures may not be comparable to measures used by other banks and financial
institutions under the same or similar names. Accordingly, undue reliance should not be placed on the APMs
contained in this Prospectus and they should not be considered as a substitute for financial measures computed
in accordance with IFRS or Hungarian GAAP.

The APMs include Adjusted net profit for the year, Adjusted net interest income, Adjusted net profit from fees
and commissions, Adjusted other net non-interest income without one-offs, Adjusted total income, Adjusted
operating expenses, Adjusted provision for impairment on loan and placement losses, Return On Equity
(“ROE”), Adjusted ROE, Adjusted Return on Assets, Total revenue margin, Net interest margin, Cost-to-asset
ratio, Cost/income ratio, Risk cost rate, Leverage (average equity / average assets), Stage 3 ratio, Own coverage
of Stage 3 loans, DPD90+ ratio, DPD90+ coverage, Net loan-to deposit ratio, Net loans to deposits including
retail bonds ratio.

Each of the APMs is described below and reconciliations of these measures to the Issuer’s IFRS financial
statements are set out below under the section headed “Financial Performance of the OTP Group - Alternative
Performance Measures™.

Because of the discretion that the Issuer and other banks have in defining these measures and calculating the
reported amounts, care should be taken in comparing these various measures with similar measures used by
other banks. These measures should not be used as a substitute for evaluating the performance of the Issuer
based on its audited balance sheet and results of operations.

Certain measures are included in this Prospectus that are not measures presented in accordance with, or defined
by, IFRS as adopted by the EU. However, such measures have been prepared on the basis of the Issuer’s
unaudited separate and consolidated IFRS financial statements or derived from that.
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The Issuer believes that the presentation of these non-IFRS measures enhances an investor's understanding of
the OTP Group's financial performance in the years presented and provides helpful comparisons of financial
performance between periods by providing segmented financial information and adjusting for the distorting
effect of, inter alia, certain, typically non-recurring items, intra-group transactions, acquisitions and foreign
exchange rate movements. These adjustments include separating or reclassifying certain financial statement
items, including profit and loss statement lines and balance sheet lines. These non-IFRS measures are not
presented in accordance with IFRS and the Issuer’s use of them may vary from, and not be comparable with,
non-IFRS measures used by other companies. These non-IFRS measures should not be considered in isolation
or as a substitute for financial information as reported under IFRS. Please see either the Q1 Interim Financial
Statements or OTP Bank Plc. - Documents for the Annual General Meeting - The report of the Board of
Directors on the Company’s business operations in 2018, 21 March 2019 for further details regarding the
adjustments made to the IFRS measures.

Non-financial information operating data

The non-financial operating data included in this Prospectus has been extracted without material adjustment
from the management records of the Issuer and is unaudited.

Roundings

Percentages and certain amounts in this Prospectus, including financial, statistical and operating information,
have been rounded. As a result, the figures shown as totals may not be the precise sum of the figures that precede

them.

Market, economic and industry data

Certain information in this Prospectus has been sourced from third parties. The Issuer confirms that all third
party information contained in this Prospectus has been accurately reproduced and, so far as the Issuer is aware
and able to ascertain from information published by that third party, no facts have been omitted that would
render the reproduced information inaccurate or misleading.

Where third party information has been used in this Prospectus, the source of such information has been
identified.
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OVERVIEW OF THE PRINCIPAL FEATURES OF THE NOTES

The following overview provides an overview of certain of the principal features of the Notes and is qualified
by the more detailed information contained elsewhere in this Prospectus. Capitalised terms which are defined
in “Terms and Conditions of the Notes” have the same respective meanings when used in this overview.
References to numbered Conditions are to the terms and conditions of the Notes (the “Conditions”) as set out
under “Terms and Conditions of the Notes .

Issuer OTP Bank Nyrt.

Legal Entity Identifier (“LEI”) 529900W3MOO00A18X956

Fiscal Agent, Transfer Agent and Citibank, N.A., London Branch

Agent Bank

Registrar Citigroup Global Markets Europe AG

Luxembourg Listing Agent Banque Internationale & Luxembourg SA

Notes €500,000,000 Fixed Rate Reset Callable Subordinated Notes

due 15 July 2029

Risk Factors There are certain factors that may affect the Issuer’s ability to
fulfil its obligations under the Notes. In addition, there are
certain factors which are material for the purpose of assessing
the market risks associated with the Notes and certain risks
relating to the structure of the Notes. These are set out under
“Risk Factors”.

Status of the Notes The Notes will constitute direct, unsecured and subordinated
obligations of the Issuer and will rank pari passu, without any
preference, among themselves.

Rights on a Winding-Up The rights and claims of Holders in the event of a Winding-Up
of the Issuer are described in Conditions 3 and 4.

Interest The Notes will bear interest on their principal amount:

(@) from (and including) the Issue Date to (but excluding) the
Reset Date, at the rate of 2.875 per cent. per annum; and

(b) thereafter, at the Reset Rate of Interest, determined by the
Agent Bank on the Reset Determination Date as the sum
of the Reset Reference Rate and the Margin (as described
in Condition 5),

in each case payable, annually in arrear on 15 July in each year

(each, an “Interest Payment Date”), commencing on 15 July

2020.

The Reset Reference Rate shall be determined by reference to

Reuters screen page “ICESWAP2/EURSFIXA”, subject to the

fallback and other provisions set out in the Conditions.

In addition, in the event a Benchmark Event occurs (a) a
Successor Rate or, failing which, an Alternative Reference Rate,




Maturity

Optional Redemption

Redemption Following a Capital
Disqualification Event or a Tax Event

Substitution and Variation Following
a Capital Disqualification Event or a
Tax Event

Conditions to Early Redemption,
Substitution, Variation and Purchase

and (b) in either case, an Adjustment Spread may be used for the
purposes of determining the Reset Rate of Interest.

Unless previously redeemed, purchased and cancelled or
substituted, the Notes will mature on 15 July 2029. The Notes
may only be redeemed, purchased or substituted by the Issuer in
the circumstances described below (as more fully described in
Condition 6).

The Issuer may, in its sole discretion but subject to the
conditions set out under “Conditions to Early Redemption,
Substitution, Variation and Purchase” below, redeem all (but
not some only) of the Notes on the Reset Date at their principal
amount together with any accrued and unpaid interest thercon
from (and including) the immediately preceding Interest
Payment Date up to (but excluding) the Reset Date

The Issuer may, in its sole discretion but subject to the
conditions set out under “Conditions to Early Redemption,
Substitution, Variation and Purchase” below, redeem all (but
not some only) of the Notes at any time following the
occurrence of a Capital Disqualification Event or a Tax Event,
in each case which has occurred and is continuing, and in each
case, at their principal amount together with interest accrued and
unpaid from (and including) the immediately preceding Interest
Payment Date up to (but excluding) the relevant redemption
date, subject to, in the case of a redemption occurring prior to
the fifth anniversary of the Issue Date, the Issuer demonstrating
to the satisfaction of the Competent Authority (if and to the
extent then required under prevailing Regulatory Capital
Requirements) that (i) in the case of a Tax Event, the relevant
change in tax treatment is material and was not reasonably
foreseeable as at the Issue Date or (ii) in the case of a Capital
Disqualification Event, the relevant change in regulatory
classification of the Notes was not reasonably foreseeable as at
the Issue Date.

The Issuer may, subject to certain conditions and upon notice to
Holders, at any time elect to substitute all (but not some only)
of the Notes for, or vary the terms of the Notes so that they
remain or become (as applicable), Qualifying Tier 2 Securities
if, prior to the giving of the relevant notice to Holders, a Tax
Event or Capital Disqualification Event has occurred and is
continuing.

Any redemption or purchase of the Notes prior to their maturity
or any substitution or variation of the Notes will be subject to
obtaining Supervisory Permission and in the case of any
redemption or purchase (to the extent required by prevailing
Regulatory Capital Requirements) to either:




Purchase of the Notes

Withholding Tax and Additional
Amounts

(@) the Issuer having replaced the Notes with own funds
instruments of equal or higher quality at terms that are
sustainable for the income capacity of the Issuer; or

(b) the Issuer having demonstrated to the satisfaction of the
Competent Authority that the own funds of the Issuer
would, following such redemption or purchase, exceed its
minimum capital requirements (including any capital
buffer requirements) by a margin that the Competent
Authority considers necessary at such time.

If, at the time of a redemption, purchase, substitution or
variation, the prevailing Regulatory Capital Requirements
permit the redemption (or purchase, substitution or variation)
after compliance with one or more alternative or additional pre-
conditions to those set out in paragraphs (a) and (b) above or
under “Redemption following a Capital Disqualification Event
or a Tax Event” above, the Issuer shall instead comply with such
other pre-condition(s).

The Issuer may, at its option but subject to the conditions set out
under “Conditions to Early Redemption, Substitution, Variation
and Purchase” above, purchase (or otherwise acquire) any of
the outstanding Notes at any price in the open market or
otherwise. All Notes purchased by or on behalf of the Issuer
may, subject to obtaining any Supervisory Permission therefor,
be held, reissued, resold or, at the option of the Issuer, cancelled.

All payments by or on behalf of the Issuer in respect of the Notes
shall be made free and clear of, and without withholding or
deduction for, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by the Relevant Jurisdiction or
any political subdivision thereof or by any authority therein or
thereof having power to tax, unless the withholding or deduction
is required by law. In that event, in respect of payments of
interest (but not principal or any other amount), the Issuer will
(subject to certain customary exceptions, as described in
Condition 9) pay such additional amounts as may be necessary
in order that the net amounts received by the Holders in respect
of payments of interest after the withholding or deduction shall
equal the amounts which would have been receivable in respect
of interest on the Notes in the absence of such withholding or
deduction.

In no event will the Issuer be required to pay any Additional
Amounts in respect of the Notes for, or on account of, any
withholding or deduction required pursuant to Sections 1471
through 1474 of the U.S. Internal Revenue Code of 1986 and
any regulations or agreements thereunder or any official
interpretations thereof or any law implementing an
intergovernmental approach thereto.




Enforcement

Modification

Form

Denomination
Clearing Systems

Rating

Listing and Admission to Trading

If the Issuer has not made payment of any amount in respect of
the Notes for a period of seven days or more (in the case of
principal) or 14 days or more (in the case of interest), in each
case after the date on which such payment is due, the Issuer shall
be deemed to be in default under the Notes and, unless
proceedings for a Winding-Up have already commenced, a
Holder may institute proceedings for a winding-up. A Holder
may prove and/or claim in any Winding-Up of the Issuer
(whether or not instituted by the Holder) and shall have such
claim as contemplated in Condition 4(a).

The Holder may, at its discretion and without notice, institute
such other proceedings and/or take any other steps or action
against the Issuer as it may think fit to enforce any term or
condition binding on the Issuer under the Notes (other than any
payment obligation, including any damages) provided that in no
event shall the Issuer, by virtue of the institution of any such
proceedings, be obliged to pay any sum or sums, in cash or
otherwise, sooner than the same would otherwise have been
payable by it pursuant to the Conditions.

See Condition 8 for further information.

The Fiscal Agency Agreement will contain provisions for
convening meetings of Holders to consider any matter affecting
their interests, pursuant to which defined majorities of the
Holders may consent to the modification or abrogation of any
of the Conditions, and any such modification or abrogation shall
be binding on all Holders.

The Notes will be issued in registered form. The Notes will
initially be represented by a Global Certificate and will be
registered in the name of a nominee of a common depositary for
the Clearing Systems.

€100,000 and integral multiples of €1,000 in excess thereof.
Euroclear and Clearstream, Luxembourg.

The Notes will be rated Bal by Moody’s. A security rating is not
a recommendation to buy, sell or hold the Notes and may be
subject to suspension, reduction or withdrawal at any time by
the assigning rating agencies. Any adverse change in an
applicable credit rating could adversely affect the trading price
of the Notes. Ratings may not reflect the potential impact of all
risks related to structure, market, additional factors discussed in
this Prospectus and other factors that may affect the value of the
Notes.

Application has been made for the Notes to be admitted to the
Official List of Luxembourg Stock Exchange and to trading on
the regulated market of the Luxembourg Stock Exchange. The
regulated market of Luxembourg Stock Exchange is a regulated
market for the purposes of MiFID II.




Selling Restrictions

Governing Law

ISIN

Common Code

There are restrictions on the offer, sale and transfer of the Notes
in the United States and the EEA (including the United
Kingdom, Hungary and Italy). See “Subscription and Sale”.

The Issuer is Category 1 for the purposes of Regulation S under
the Securities Act, as amended.

The Notes, and any non-contractual obligations arising out of or
in connection with the Notes, will be governed by, and construed
in accordance with, English law, save that the provisions of
Condition 4 relating to the subordination of the Notes and
waiver of set-off are governed by, and shall be construed in
accordance with, the laws of Hungary.

XS2022388586
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RISK FACTORS

Any investment in the Notes is subject to a number of risks, most of which are contingencies which may or may
not occur, and the Issuer is not in a position to express a view on the likelihood of any such contingency
occurring.

Prior to investing in the Notes, prospective investors should carefully consider the risk factors associated with
any investment in the Notes, the Issuer, the wider OTP Group and the financial services industry in Central and
Eastern Europe in general, together with all the other information contained in this document. This section
describes the risk factors which are considered by the Issuer to be material to the Issuer and an investment in
the Notes. However, these should not be regarded as a complete and comprehensive statement of all potential
risks and uncertainties. There may be other risks and uncertainties which are currently not known to the Issuer
or which it currently does not consider to be material. Should any of the risks described below, or any other
risks or uncertainties, occur this could have a material adverse effect on the Issuer’s business, results of
operation, financial condition or prospects which in turn would be likely to cause the price of the Notes to
decline and, as a result, an investor in the Notes could lose some or all of its investment.

Factors which the Issuer believes may be material for the purpose of assessing the market risks associated with
the Notes are also described below. Any of these factors, individually or in the aggregate, could have an adverse
effect on the Issuer’s business, results of operations, financial condition, and prospects which in turn would be
likely to cause the price of the Notes to decline and, as a result, an investor in the Notes could lose some or all
of its investment. In addition, many of these factors are correlated and may require changes to the Issuer’s
and/or the OTP Group’s capital requirements, and events described therein could therefore have a
compounding adverse effect on the Issuer.

Prospective investors should also read the detailed information set out elsewhere in this Prospectus and reach
their own views prior to making any investment decision.

Risks related to the Issuer

The OTP Group is exposed to adverse global economic and business conditions in the markets in which
it operates

The profitability of the OTP Group could be adversely affected by a worsening of general economic conditions
in the markets in which the OTP Group operates, globally or in certain markets such as the EEA generally. The
current outlook for the global economy and financial markets has been shaped by a combination of economic
and political events including expansionary fiscal policy changes in the United States, a weakening Chinese
economy and a decline in global commodity prices such as crude oil. Import restrictions announced by the
United States in 2018, retaliatory actions by China, and potential retaliation by other countries also pose a
significant risk to global economic activity and sentiment.

Factors such as interest rates, inflation, investor sentiment, the availability and cost of credit, the liquidity of
the global financial markets and the level and volatility of equity prices could significantly affect the financial
condition of the OTP Group. As such, the prospects of the OTP Group, and in turn the Issuer, could be
significantly affected by an economic downturn, and higher interest rates could adversely affect the credit
quality of the Issuer’s on-balance sheet and off-balance sheet assets by increasing the risk that a greater number
of the Issuer’s customers would be unable to meet their obligations.

A market downturn would also be likely to lead to a decline in the volume of transactions which the OTP Group
executes and, therefore, could result in a decrease in the income it receives from fees, commissions and interest.



Adverse global economic developments may also have a negative impact on the customers of the OTP Group
in a number of ways, including, inter alia, their income, solvency or financial wealth, which in turn could
reduce the credit quality of the Issuer. An economic downturn or further financial turmoil could lead to social
and economic dislocations or an erosion of confidence in financial institutions, which could trigger ‘bank runs’.

Fluctuations in the debt and equity markets may affect the market value and liquidity of the OTP Group’s assets.
The deteriorating credit quality of the Issuer’s customers may in particular result in increasing defaults and
arrears in monthly payments on loans, higher credit impairments on the loan portfolios of the Issuer, declining
mortgage asset values and flat or decreasing loan portfolio levels, which could adversely affect the Issuer’s
ability to service payment obligations including those in respect of the Notes. Furthermore, lower demand for,
and origination of, new loans, as a result of more stringent lending requirements, could expose the Issuer to the
risk of losing customers to competitors with less stringent lending requirements.

General economic conditions, which may in particular influence the financial viability of the Issuer’s activities,
include the following:

Q) changes in foreign exchange rates;

(if)  wvolatility in interest rates;

(iii)  lack of liquidity in wholesale funding markets in periods of economic or political crisis;
(iv)  illiquidity and downward price pressure in real estate markets;

(v)  recession and employment fluctuations; and

(vi)  borrower perception as to the continuing availability of credit and price competition in the market
segments served by the Issuer.

The OTP Group faces political and economic risks in certain markets in which it operates

The Issuer has a number of subsidiaries in Central and Eastern European (“CEE”) countries as well as in Russia
and Ukraine, and as a result, the OTP Group’s business is exposed to risks common to regions undergoing rapid
political, economic and social changes, including currency fluctuations, exchange control restrictions, an
evolving regulatory environment, inflation, economic recession, local market disruptions and labour unrest. As
at 31 December 2018, non-Hungarian business of the OTP Group represented 50 per cent. of the OTP Group’s
total assets. As at 31 December 2018, the member of the OTP Group operating in Russia comprises 5 per cent.
and the member of the OTP Group operating in Ukraine comprises 3 per cent., of the OTP Group’s total assets
and their relative share has declined in recent years in correlation to the OTP Group’s expansion elsewhere.

As certain countries where the OTP Group operates, in particular, Russia, Ukraine and Albania, do not possess
the well-developed legal and regulatory infrastructure that would generally exist in a more established
free-market economy, the OTP Group may face uncertainty with respect to the interpretation of laws and
regulations imposed in such jurisdictions and, in the event of dispute, may have limited recourse within the
current or future legal and political systems, which can result in a number of risks for the OTP Group in relation
to such markets. These risks include the lack of judicial and administrative guidance on interpreting legislation,
a potentially higher degree of discretion on the part of governmental authorities (which could result in arbitrary
or selective actions against the OTP Group, including suspension or termination of licences the OTP Group
needs to operate), working with less developed bankruptcy, insolvency and corporate reorganisation procedures,
including procedures for enforcing collateral and other security interests taken by the OTP Group, that are
subject to abuse, and incidents or periods of high crime or corruption that could disrupt the OTP Group’s ability
to conduct its business effectively. The occurrence of one or more of these events may also affect the ability of
the Issuer’s clients or counterparties located in the affected country or region to obtain foreign currency or credit
and, therefore, to perform their obligations towards the Issuer or other members of the OTP Group. In addition,



the recent increase in geopolitical tensions, for example between Russia and Ukraine, combined with Ukraine’s
weak economic conditions, have created great uncertainty in Ukraine and the global markets. Related events
such as the international sanctions imposed, for example, by the United States and the EU against Russia due
to the events in Crimea and export limitations imposed by Russia as a counteraction, may have a material
adverse effect on the economic climate and the economic stability of the countries in which the OTP Group
operates.

Certain countries in the EU where the OTP Group operates may face further challenges in coming years due,
in part, to EU legal, fiscal and monetary policies, which may limit a country’s ability to respond to local
economic circumstances. A decrease in the availability of liquidity, the region’s dependence on foreign funding,
a widening of credit spreads, downgrades in the ratings assigned to a number of countries and many banks, as
well as pressure on the region’s currencies have contributed to a review of the growth prospects of the region.

The OTP Group’s profitability is subject to fluctuations in the economies in which it operates

Due to its size and openness, the Hungarian economy is affected by international, particularly European, market
trends. Hungary’s economy may, therefore, be adversely affected by market downturns and economic
slowdowns elsewhere in the world. Hungary’s economy and currency may also be vulnerable to changes in the
international credit markets. Furthermore, deteriorating internal and external indicators may force successive
governments to adopt austerity measures. The Hungarian Government itself may have to take economic policy,
fiscal or monetary decisions that may have a negative impact on the Issuer and the OTP Group’s profitability.
Such policies may increase tensions with the EU, causing Hungarian borrowing costs to rise above sustainable
levels. In addition, it may be the case that governments take economic policy, fiscal or monetary decisions that
may have a negative impact on the Issuer and the OTP Group’s profitability. Furthermore, the general concerns
over the future of the current Eurozone may have an adverse effect on the overall stability of the countries in
which the OTP Group operates. Consequently, this may have an adverse effect on the Issuer and the other
members of the OTP Group’s businesses, financial condition and results of operations.

International trends have an immediate and powerful bearing on the development of Hungarian interest rates as
well as on stock and financial market prices. Such changes have a significant effect on the Issuer’s access to
funds and the conditions for raising them.

In 2018, the economies of the CEE countries in which members of the OTP Group operate enjoyed a generally
supportive operating environment, but there is a growing risk of an economic slowdown, in light of, for example,
the positive trend of increasing GDP growth and an improving unemployment rate. The Bulgarian, Croatian
and Romanian economies enjoyed fairly supportive international environment. Also, as a result of the political
uncertainties in North African countries tourists instead chose to travel to these countries, especially to Croatia
and Bulgaria, but also to Montenegro. As a result, tourism revenue positively influenced the major balance
indicators. However, if the situation in the North African region corrects itself, it can negatively impact those
Balkan economies. Furthermore, there are signs of the Romanian economy getting overheated, fuelled by recent
tax cuts and wage increases. As a result, the budget deficit jumped to 3 per cent. of GDP and the external balance
started deteriorating. Given that Ukraine has substantial external debt to redeem, it is critical that there is
constructive dialogue with the other EU members and the IMF in order to ensure the relative stability of the
local currency.

The OTP Group’s activities and the profitability of its operations are strongly affected by the macroeconomic
environment and the domestic and international perception of the economies in which it operates. The
macroeconomic situation will, on the one hand, determine the magnitude of lending and on the other hand, the
demand for the Notes. All these may in turn have a negative impact on the OTP Group’s profitability.



The OTP Group is exposed to credit risk of its customers and counterparties

Credit risk is present and inherent in both on-balance sheet transactions and off-balance sheet commitments.

The credit risk faced by the Issuer and other members of the OTP Group arises primarily from the risks of non-
payment and default on the part of the Issuer and other OTP Group members’ borrowers and other counterparties.
Any deterioration or adverse change in the creditworthiness of the Issuer and the OTP Group members’
borrowers and other counterparties, or a fall in collateral values, are likely to affect the recoverability and value
of the Issuer and other OTP Group members’ assets, and could require an increase in provisions appropriated
either in respect of individual OTP Group members or at Group level, which in turn could have a negative
impact on the financial performance of the Issuer and the OTP Group.

In addition, third parties that owe the Issuer or any member of the OTP Group money, securities or other assets
may not perform their obligations due to bankruptcy, shortage in liquidity, downturns in the economy and real
estate values, operational failure or any other reasons.

Many of these transactions expose the Issuer and the OTP Group to the risk of the relevant counterparty
defaulting on its obligations prior to maturity when the Issuer or a member of the OTP Group has an outstanding
claim against that counterparty. This counterparty credit risk may also be increased where the collateral held by
the Issuer or a member of the OTP Group cannot be realised or is liquidated at prices not sufficient to recover
the full amount of the counterparty exposure. In addition, counterparty credit risk also arises from holding debt
instruments as the issuers (including financial institutions, sovereigns, supranational entities and corporations)
of such debt instruments may default on their obligations thereunder due to insolvency, political events, lack of
liquidity, operational failure or a number of other reasons. Furthermore, the deteriorating solvency of such
counterparties may impair the efficacy of the Issuer and the OTP Group’s hedging and other risk management
strategies.

Credit risk tends to be aggravated during periods of economic downturn or stagnation, which are typically
characterised by higher rates of insolvencies and defaults. In addition, the credit risk faced by the Issuer and
other members of the OTP Group is increased by the fact that part of the OTP Group’s business is conducted
in markets with generally higher risk, including country risk, such as operations in Russia and Ukraine. There
is a risk of losses arising from economic difficulties or political unrest and international sanctions in such
countries.

Any negative developments in the operating performance, loan-loss levels, write-downs and impairments of the
Issuer and the OTP Group could adversely affect their results and may result in capital requirements that could
constrain their operations, thereby reducing the Issuer’s ability to service payments under the Notes and
potentially adversely affecting the trading price of the Notes. The deteriorating credit quality of the Issuer’s
customers, in particular, may result in increasing defaults and arrears in payments on loans which could
adversely affect the Issuer’s ability to service payment obligations under the Notes.

The OTP Group, on a consolidated basis, sets aside provisions for loan losses in accordance with IFRS. As at
31 December 2018, the OTP Group’s own coverage of Stage 3 loans was 66.8 per cent. The provisions made
are, however, based on available information, historical data, estimates and assumptions, and are subject to
uncertainties and external factors, such as the quality and value of collateral held. Furthermore, actual credit
impairments vary over the business cycle and, due to prevailing market conditions, additional credit
impairments may occur at a rate higher than that experienced in the past. Moreover, the uncertainties and
unusual market conditions that have arisen in the aftermath of the global financial crisis may result in models
currently used by the OTP Group for credit assessment purposes being inadequate and may have a negative
impact on the OTP Group’s ability to reliably assess default and credit migration risks. Future provisions for
non-performing loans and an increase in the amount of allowances for credit impairments and credit
impairments not covered by allowances could have a materially adverse effect on the Issuer and the OTP



Group’s operating results. In addition, a downturn in the global economy could potentially result in a higher
proportion of non-performing loans.

No assurance can be given that the provisions made by the OTP Group will be sufficient to cover the amount
of loan losses as they occur.

The OTP Group is exposed to risks relating to the realisation of its security interests

The exposure arising from defaults by borrowers on loans can be counterbalanced, inter alia, by enforcement
actions taken in order to realise the encumbered asset serving as security to such loans. Therefore, the credit
risk of the Issuer and the other OTP Group members may be increased when the security it holds cannot be
enforced or is liquidated at prices insufficient to recover the full amount due and payable under the relevant
loan. The market value at which collateralised assets can be sold, and thus the results of realisation through
such enforcement actions, heavily depends on the then prevailing market of the collateralised assets (such as,
but not limited to, the real estate market) and the legal environment, as amended from time to time.

Further, the ability of the Issuer and the other members of the OTP Group to enforce security without the consent
of the respective borrower may be dependent on the relevant court decision and execution measures and on
other relevant circumstances in the real estate or mortgage markets.

The ability of the Issuer and the other members of the OTP Group to enforce the security interests they have
taken in real estate properties may be adversely affected in the future by regulatory or governmental measures
such as the imposition of transitional moratoriums, quota regimes imposed on evictions and enforcement sales
outside of the court processes.

There is no guarantee that governments or legislative bodies in other countries where the OTP Group operates
will not adopt similar or other measures adversely affecting the ability of the Issuer or a member of the OTP
Group to enforce any security interest it has taken over real estate property or that the Hungarian Government
will not introduce further restrictions in relation to foreclosure proceedings against mortgaged properties.

Any failure to recover the expected value of the security taken by the Issuer, or other members of the OTP
Group, may expose the Issuer and the other members of the OTP Group to losses, which may have a material
adverse effect on the Issuer and the other members of the OTP Group’s businesses, financial condition and
results of operations.

The OTP Group may be adversely affected by the risks associated with the integration of the OTP
Group’s acquisitions in the CEE region

The OTP Group’s recent acquisitions in the CEE region and the expansion and integration of its acquired
businesses may have an impact upon the consolidated financial results of the Issuer. The ongoing integration
also requires the Issuer to monitor the risk of these operations and incur continued capital expenditure, which
may give rise to execution risk in respect of implementation. There is no assurance as to the future profitability
of the Issuer’s acquisitions and their continued strategic viability as part of the OTP Group.

The integration of these acquisitions has involved and will involve integration challenges, particularly where
management information and accounting systems differ materially from those used elsewhere in the OTP Group.
Furthermore, the OTP Group may face unknown actual or potential liabilities arising from any of these
acquisitions, which, in turn, may result in unexpected losses in relation to the acquired businesses and may
impose further capital requirements on such subsidiaries. Unexpected losses or a failure to establish clear
governance rules within the OTP Group and to align the strategies of the members of the OTP Group with the
overall strategy of the OTP Group as a whole, as well as a failure to integrate the businesses of the OTP Group,
could result in an inability to implement some or all of the OTP Group’s strategic goals or to fully realise
expected synergies, all of which could have a material adverse effect on the OTP Group’s business, financial
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condition and results of operations. Integration of the recent acquisitions also assumes higher attention and time
spent by the management of the Issuer and the management of affected subsidiaries, which may result in
decreased attention to the regular banking business and decreasing profitability.

The OTP Group is dependent on customer deposits for liquidity

In managing its liquidity risk, the OTP Group is dependent on external sources of funding through deposits and
wholesale markets. The ability of the OTP Group to access these funding sources on favourable economic terms,
or at all, in circumstances where the OTP Group’s financial condition and/or the economies in which the OTP
Group operates substantially deteriorates, is subject to a variety of factors, including a number of factors outside
of its control, such as liquidity constraints, general market conditions and the level of confidence in the OTP
Group.

Currently, the OTP Group’s principal source of funds is customer deposits, particularly retail deposits. As at 31
December 2018, customer deposits represented 88 per cent. of total liabilities (77 per cent. of total assets).

The availability of ongoing funding from customer deposits is subject to factors such as depositors’ concerns
relating to the economy in general, the financial services industry and the OTP Group specifically, and any
significant deterioration in economic conditions in the countries in which the OTP Group operates. Any of these
factors separately or in combination could lead to a sustained reduction in the OTP Group’s ability to access
customer deposit funding on appropriate terms in the future.

If there is a material decrease in the OTP Group’s customer deposits or a large unexpected outflow of deposits,
the OTP Group may not be able to maintain its current levels of funding without disposing of a number of the
OTP Group’s assets or having to raise additional funding through other sources.

The OTP Group is exposed to risks associated with movements in interest rates

The Issuer and certain members of the OTP Group earn interest from loans and other assets, and pay interest to
its depositors and other creditors. The Issuer may fund its assets with fixed and/or relatively high interest rates,
by liabilities obtained at floating and/or lower interest rates, and vice versa. Interest rate risk may also arise
when interest rate fixing periods on assets and liabilities do not coincide. A mismatch of interest-earning assets
and interest-bearing liabilities in any given period, which tends to accompany changes in interest rates, may
have a material adverse effect on the financial conditions and results of operations of the Issuer and the OTP
Group.

Interest rates are highly sensitive to many factors beyond the Issuer and other OTP Group members’ control,
including monetary policies and domestic and international economic and political conditions. As with any
bank, changes in market interest rates (including changes in the difference between prevailing short-term and
long-term rates) and correlations between changes in interest rates in the reference markets and those in interest
margins could affect the interest rates the Issuer and certain members of the OTP Group charge on their interest-
earning assets in a different way to the interest rates they pay on their interest-bearing liabilities. This difference
could reduce the Issuer and other OTP Group members’ net interest income.

In 2018, most of the central banks in the countries in which members of the OTP Group operate maintained
relatively loose monetary policy conditions, but in Ukraine, Romania and Russia there were policy rate
increases. In 2019, inflation pressure stemming from wage increases and robust local demand may push central
banks towards a more stringent stance. Higher interest rates may impose higher disbursement burdens for
corporate and retail clients with variable rate loan exposures. While corporate clients may use hedging
instruments, the micro and small enterprise sector, as well as the retail segment may become more exposed to
higher interest rates.
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The OTP Group could be adversely affected by fluctuations in currency exchange rates

The OTP Group is exposed to foreign exchange risk because the assets and the liabilities of the Issuer and the
members of the OTP Group may be denominated in a currency different from those of the liabilities funding
such assets. As at 31 December 2018, 27 per cent. of gross loans of the OTP Group and 25 per cent. of deposits
of the OTP Group were in foreign currencies. As a result of the financial crisis, several countries in which
members of the OTP Group operate practically prohibit retail foreign currency borrowing. However, the
corporate sector in several countries in which members of the OTP Group operate still maintains a certain
degree of foreign exchange rate risk.

The credit risk of the Issuer and other OTP Group members’ foreign currency-based transactions is increased
by the fact that the typical currency of income from customers may be different from the currency of collateral
sales.

In addition, the Issuer and the OTP Group may become subject to governmental interventions and measures in
the markets where they operate that aim to alleviate the effects of increased delinquency rates on foreign
currency denominated loans granted to borrowers without matching foreign currency income as a result of the
significant foreign exchange rate volatility in recent periods.

Foreign exchange rate fluctuations between the HUF and the local currencies of the countries where the OTP
Group operates may have an adverse effect on the consolidated balance sheet positions of the OTP Group and,
in the longer term, on its consolidated financial results, which are stated in its functional currency, the HUF.
The financial statements of the OTP Group’s subsidiaries located in the CEE region, Russia and Ukraine are
stated in their respective local currencies and their financial results are converted into HUF for consolidation
purposes.

Furthermore, because some of the OTP Group’s consolidated risk-weighted assets, against which the OTP
Group is required to hold a minimum level of capital, are denominated in local currencies, any significant
depreciation of the currency in which such capital charges are denominated as against these local currencies
may have a negative impact on the capital adequacy ratio of the Issuer and the OTP Group.

The OTP Group is subject to the risk that the value of its assets could be impaired by market risks
Fluctuations in debt and equity markets or changes in trading parameters influencing market prices (including,
inter alia, interest rates, credit spreads, bond prices, other securities and commodities prices, derivatives prices,
prices of other marketable assets, indirect indicators such as implied volatility of, and correlations between, the
foregoing and general financial markets liquidity risks (e.g. the possibility of obtaining requisite funding or
selling assets)) may affect the market value and liquidity of the Issuer and the OTP Group’s assets. Changes in
interest rate levels, yield curves and spreads may affect the Issuer and certain OTP Group members’ net interest
margin.

Furthermore, the value of the real estate investments of the OTP Group mortgage loan assets secured by real
estate property is in particular exposed to price changes in the real estate markets. As at 31 December 2018, 30
per cent. of the OTP Group’s consolidated net loan book related to mortgage loan assets. Whilst real estate
prices have increased in 2017/2018, both in terms of commercial and residential real estate prices, this increase
has principally been concentrated in Budapest. Therefore, there remains a risk, in relation to real estate property
outside of Budapest, that the value of such properties is insufficient to secure the value of the mortgage loan
assets.

Further uncertainty in the housing market has arisen as a result of double digit wage increases in Budapest,
leading to a perception that housing is becoming overpriced (fuelled by investment purposes from abroad, but
also locally) and the affordability is becoming a perceived issue.
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The investment banking activities, revenues from trading operations (whether for its own account or for the
account of its customers), asset-liability management activities and hedging strategies of the OTP Group (or the
availability of such hedging strategies) may also be adversely affected by market volatility.

Sustained market downturns may lead to a decline in the volume of capital market transactions that the OTP
Group executes for its customers and, therefore, a decrease in the revenues from commissions and spreads
earned from such trades. Furthermore, the fair value of financial instruments held by the OTP Group, including
bonds (government, corporate and bank bonds), equity investments, cash in various foreign currencies,
investments in private equity, hedge, credit and other investment funds, commodities and derivatives are also
subject to the volatility of, and correlations between, market prices and trading parameters. To the extent that
volatile market conditions persist or recur, the fair value of the OTP Group’s bond, derivative and structured
credit portfolios, as well as other classes, could fall more than estimated, and therefore cause the OTP Group to
record write-downs.

It is difficult to predict with accuracy any changes which may occur in economic or market conditions and to
anticipate the effects that such changes could have on the Issuer and the OTP Group’s financial performance
and business operations. These developments may lead to material losses if the Issuer or members of the OTP
Group cannot close out deteriorating positions. Monitoring the deterioration in the value of positions taken may,
at the same time, be particularly difficult in the case of assets which are not traded on stock exchanges or on
organised OTC markets, such as certain derivative contracts between banks, and whose value is calculated by
using financial models, rather than on the basis of publicly quoted prices.

Adverse market movements and/or a failure to identify and adequately manage any of the foregoing risks may
have a negative impact on the OTP Group’s businesses, financial condition and results of operations, and thus
on the Issuer’s ability to service its respective payment obligations under the Notes.

The OTP Group is subject to fluctuations in the market value of its security interests

The fair market value of real estate which is mortgaged as security for loans, particularly in the real estate
financing business, is subject to significant fluctuations over the course of time, caused in particular by changes
in supply and demand, construction deficiencies and delays, land contamination and environmental hazards,
leasing status (vacancies) or potential buyers and their financial resources, changes in the general legal
framework such as tax treatment, and other factors that are beyond the control of the Issuer (such as natural
disasters and terrorist attacks). Such market developments and changes may in particular reduce the value of
real estate collateral.

Furthermore, a continued decline in economic conditions in the markets where the OTP Group operates, an
economic downturn in any industries in which borrowers of the OTP Group operate, or in markets where the
real estate security is located, or a deterioration of the financial standing of the OTP Group’s borrowers may
result in decreases in the value of such security below the principal balance outstanding on the relevant
mortgage loans. A decline in the value of security taken by the Issuer or any member of the OTP Group, or the
inability to obtain additional security may require the relevant member of the OTP Group (both at the level of
the OTP Group’s individual members and on a consolidated basis) to reclassify the relevant loans, set aside
additional provisions for loan losses and could result in increased reserve and/or capital requirements.

Real estate properties in which a security interest has been taken by the Issuer and other members of the OTP
Group may be concentrated in certain locations. As at 31 December 2018, approximately 35 per cent. of the
OTP Group’s mortgage loan book is located in Budapest. To the extent that specific geographic regions have
experienced or may experience a decline in the future economic conditions and residential or, as the case may
be, commercial real estate markets that are weaker than in other regions, the concentration of mortgage loans
secured by residential or, as the case may be, commercial real estate properties in such areas may result in a
greater risk of borrower default or arrears on mortgage loans than if such concentration were not present.
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No assurance can be given that the values of the relevant mortgaged real estate properties will not decline or,
since origination, have not declined and it cannot be excluded that the Issuer and the other members of the OTP
Group may have to increase their loan loss provisions in the future, for example if the market values of the
underlying mortgaged real estate decreases, which in turn may be detrimental to the interest revenues and
profitability of the Issuer and the other members of the OTP Group.

Any failure to recover the expected value of real estate security taken by the Issuer, or other members of the
OTP Group in the case of foreclosure may expose the Issuer and the other members of the OTP Group to losses,
which may have a material adverse effect on the Issuer and the other members of the OTP Group’s businesses,
financial condition and results of operations.

In addition, the Issuer and certain members of the OTP Group permit their clients in certain transactions to
purchase securities on margin, in other words, to borrow a proportion of the purchase price from the Issuer or
the relevant member of the OTP Group and to provide collateral for such credit with a set percentage of the
securities purchased. During declines in securities prices, the value of the collateral securing margin purchases
may fall significantly below the amount of these clients’ indebtedness. The inability of such clients to provide
additional collateral may expose the Issuer or the relevant member of the OTP Group to significant losses on
these margin transactions.

Please see the section of this Prospectus headed “Description of OTP Group’s Business” for further details
relating to the OTP Group’s assets.

The OTP Group is exposed to the risks associated with its approach to handling its non-performing loan
portfolio

Rather than selling its non-performing loans at distressed prices on a large scale, as is more commonly the
practice among the OTP Group’s competitors, part of OTP Group’s strategy has involved seeking to recover
such non-performing loans by handling the process and management of non-performing loans in-house, as in
management’s belief it can create value for shareholders whilst also maintaining relationships with its relevant
customers. In 1998, the Issuer established OTP Factoring Ltd (“OTP Factoring”) in Hungary and it has since
become the entity responsible for managing collection activity across the OTP Group. By the end of 2011, seven
foreign factoring companies had been established within the OTP Group in Bulgaria, Croatia, Montenegro,
Romania, Serbia, Slovakia and Ukraine.

This in-house approach has resulted in higher non-performing loan levels within the OTP Group as compared
to the approach of selling non-performing loans to a third-party.

The OTP Group is subject to the risk that it is unable to maintain the past levels of recoveries on such non-
performing loans which may impact its profits.

Please see the section of this Prospectus headed “Description of OTP Group’s Business” for further details
regarding OTP Factoring and the OTP Group’s non-performing loan portfolio.

The OTP Group may be unable to raise new capital

The OTP Group’s strategy is based on, among other things, certain financial expectations, including its ability
to raise new capital and/or debt. Several factors, including the perceived creditworthiness of the OTP Group
(including any credit ratings assigned to the Issuer or any of its debt obligations) as well as adverse
macroeconomic conditions, significant or unexpected changes in the regulation of the banking sector in
Hungary and the CEE region, and loss of confidence by investors, counterparties and/or customers in the OTP
Group, may affect the ability of the OTP Group to access the capital markets and/or the cost and other terms
upon which the OTP Group is able to obtain market funding.
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The OTP Group’s profitability is subject to its customers’ demands to prepay

The volatility of interest rates and foreign exchange rates will increase demands for prepayment among the
Issuer’s customers, which could adversely affect the Issuer’s profitability.

Prepayment risk means an increasingly significant exposure for the Issuer, especially due to the legislative
provisions applicable to mortgage loans, which are granted to consumers. Pursuant to the Hungarian Consumer
Credit Act, consumer borrowers are entitled at any time to discharge, in whole or in part, their obligations under
their credit agreements, including mortgage-backed loans. Further, the provisions of the Consumer Credit Act
impose limitations on the right of credit institutions to recover their losses and costs incurred as a consequence
of a prepayment by consumer borrowers. This in turn requires more stringent asset-liability management,
further increasing the cost of funding for the Issuer.

Any legislative measures that may facilitate prepayments and/or early repayments by borrowers or impose
further restrictions on the Issuer and the OTP Group’s ability to recoup possible losses from such prepayments
and/or early repayments, such as an early repayment scheme for certain foreign currency denominated loans,
may have an adverse effect on the businesses, financial condition and results of operations of the relevant
member of the OTP Group.

The OTP Group’s faces risks associated with the implementation of its business strategy

The OTP Group intends to continue to explore and pursue opportunities to strengthen and grow its business
generally. This includes the implementation of its digital transformation strategy.

The success of the OTP Group’s business, financial condition, results of operations, in general depends, in part,
on the success of new products and services offered to clients, including the shift to digitalisation pursuant to
the OTP Group’s implementation of its digital transformation strategy. The OTP Group’s success is also
dependent on its ability to anticipate and leverage new and existing technologies that may have an impact on
products and services in the banking industry. Technological changes may further intensify and complicate the
competitive landscape and influence client behaviour. If the OTP Group’s products and services employ
technology that is not as attractive to clients as that employed by its competitors, if it fails to employ
technologies desired by clients before its competitors do so, such as digitalisation, or if it fails to execute
targeted strategic technology initiatives on time or on budget, its business, financial condition and results of
operations could be adversely affected. In addition, if the OTP Group cannot respond in a timely fashion to the
changing needs of its clients, it may lose clients, which could in turn materially adversely affect its financial
condition and results of operations.

Accordingly, if the Group’s strategies are not implemented successfully, or if the Group’s strategies do not yield
the anticipated benefits or lead to unforeseen liabilities, or if the Group is unable to successfully launch new
products or services, improve offerings or pursue other business opportunities in time or at all, this could have
a material adverse effect on the Group’s business, financial condition and results of operations.

The OTP Group is subject to risks of impairment of goodwill

The OTP Group regularly performs impairment tests on goodwill and other intangible assets at least once a year
or whenever there are indications of a decrease in the value of goodwill or other intangible assets. The outcome
of any impairment test model depends, inter alia, on key input data on macroeconomic factors and long-term
growth assumptions. Should the economic conditions worsen either in any of the markets where the OTP Group
operates or in general, an impairment charge or a write-down may need to be recognised with respect to
goodwill of the members of the OTP Group, which may have a material adverse effect on the OTP Group’s
financial condition and results of operations.
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The OTP Group may be adversely affected by the suspension, downgrading or withdrawal of the Issuer’s
credit rating

An issuer credit rating is the opinion of a rating agency on the credit standing of an issuer, for example, a
forecast or an indicator of a possible credit loss due to insolvency, delay in payment or incomplete payment to
the investors. The decision by a rating agency to suspend, downgrade, put on negative watch or withdraw a
rating which relates to the Issuer may lead to a restriction of the Issuer’s access to funds and, consequently, to
higher refinancing costs.

Such negative changes in the ratings of the Issuer or certain other members of the OTP Group may result in
higher costs for interbank market transactions or limit access to interbank markets generally and could also lead
to withdrawals of deposits. Such negative changes may also result in, inter alia, a requirement for them to
provide further collateral under existing collateral arrangements for derivative transactions, which may, in turn,
require additional liquidity. Furthermore, downgrades of the ratings of the Issuer or certain other members of
the OTP Group may have a negative effect on their ability to access the liquidity facilities or refinancing lines
of the European Central Bank (“ECB”), the MNB and/or other central banks in the countries where the OTP
Group operates, in particular, if such downgrades are coupled with the introduction of more restrictive eligibility
criteria for collateral that can be used for such liquidity facilities or refinancing lines.

All these may, in turn, have a negative effect on the OTP Group’s businesses, financial condition and results of
operations.

The OTP Group may be adversely affected by the failure of other financial institutions which could result
in systemic liquidity problems

Financial institutions have a high level of interdependence as a result of credit, trading, clearing and other
relationships between them. Therefore, the Issuer and other members of the OTP Group may be exposed to
“systemic risk”. A systemic risk event refers to the possibility of the failure of one institution having a knock-
on effect on the banking system as a whole, leading to liquidity problems or losses or defaults on the part of
other institutions. Concerns about, or a default by, one institution may lead to significant liquidity problems for,
or losses or defaults by, other institutions as the soundness of many financial institutions may be closely related
as a result of credit, payment (settlement and clearing), or other relationships between them.

Systemic risk in the global financial industry is still at an elevated level and, therefore, the OTP Group is subject
to the risk of deterioration of the commercial weakness or perceived weakness of other financial institutions,
particularly within the countries in which the OTP Group operates. These risks could have a material adverse
effect on the OTP Group’s business, financial condition and results of operations.

The OTP Group and its business could be adversely affected by the United Kingdom’s anticipated
withdrawal from the EU

On 23 June 2016, a majority of United Kingdom voters voted in favour of the United Kingdom’s exit from the
European Union (commonly referred to as “Brexit”) in a national referendum, and on 29 March 2017, the UK
government triggered Article 50 of the Treaty on European Union, which initiated the withdrawal procedure
pursuant to which the United Kingdom is currently due to exit the EU by no later than 31 October 2019. Brexit
has created political, social and macroeconomic uncertainty for Europe. Brexit has also created volatility in the
global financial markets and could contribute to prolonged uncertainty around certain aspects of the European
and global economies as well as European companies and consumers. Brexit is likely to continue to adversely
affect European and worldwide economic conditions and could contribute to greater instability in the global
financial markets before and after the terms of the United Kingdom’s future relationship with the European
Union are settled. As a consequence of Brexit, there is a risk of contagion such that other member states,
including those in which the OTP Group operates, enter into (or continue with) political discussions on their
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potential withdrawal from the EU. Separately, the negotiations for those countries, some of in which the OTP
Group operates, seeking to accede to the EU as at the date of the Prospectus may be delayed or completely stop.

Until more clarity is available around the legal, political and economic realities and requirements for having the
United Kingdom leave the European Union, political and economic uncertainty, notably in European markets,
may occur, which could lead to a downturn in the markets in which the OTP Group operates and a decrease in
spending and investment. Additionally, this uncertainty can lead to an increase in costs for us due to legal and
regulatory changes as well as currency exchange rate fluctuations between the Euro, the USD and the HUF.
These effects could have an adverse effect on the Issuer’s business, investments and potential growth into
Europe. These factors could increase the Issuer’s operation costs, delay capital expenditure programs, or place
additional regulatory burdens on it that could have a material adverse effect on its business, financial condition
and results of operations. Furthermore, as a result of this uncertainty, financial markets could experience
significant volatility, which could adversely affect the Issuer’s business, financial condition and results of
operations.

Risks related to the operational and competitive environment

The OTP Group is exposed to the failure or malfunctioning of their information technology systems

The Issuer and the OTP Group’s activities is dependent on highly sophisticated information technology (“IT”)
systems. IT systems are vulnerable to a number of problems, such as computer virus infection, malicious
hacking, physical damage to vital IT centres and software or hardware malfunctions. The Issuer cannot provide
assurances that such failures or interruptions will not occur or, if they do occur, they will be adequately
addressed. The occurrence of any failures or interruptions could result in a loss of customer data and an inability
to service the Issuer’s customers, which could have a material adverse effect on the Issuer and the OTP Group’s
reputation, financial condition and results of operations.

In addition, the Issuer and the OTP Group’s operations rely on the secure processing, storage and transmission
of confidential and other information in their computer systems and networks. Although the Issuer and the OTP
Group take protective measures and endeavour to modify them as circumstances warrant, their computer
systems, software and networks may be vulnerable to unauthorised access and other events that could have a
security impact. Given the high volume of transactions of the Issuer and the OTP Group, certain errors may be
repeated or compounded before they are discovered and rectified. If one or more of such events occurs, this
could potentially jeopardise the Issuer’s, the OTP Group’s, their clients’, counterparties’ or third parties’
confidential and other information processed and stored in, and transmitted through, the Issuer and the OTP
Group’s computer systems and networks, or otherwise cause interruptions or malfunctions in the Issuer’s and
the OTP Group’s, their clients’, counterparties’ or third parties’ operations, which could result in significant
losses or reputational damage.

The OTP Group is subject to the risk that its risk management controls may not be effective

The OTP Group has implemented comprehensive risk management strategies and systems aimed at adequately
identifying and measuring the risks they face, such as the incidence of loan losses or delinquency, and at
mitigating those risks. Although the Issuer and the OTP Group invest substantial time and effort in their risk
management strategies and systems, such procedures may nonetheless fail under some circumstances,
particularly when confronted with risks that are not identified or anticipated.

Furthermore, the methods and models applied by the OTP Group for risk measurement and control only model
reality and cannot, therefore, guarantee with any certainty that each and every risk in every circumstance will
be identified, hedged and controlled. Any failure of the risk management system and strategies of the OTP
Group may lead to unexpected losses from unidentified or incorrectly evaluated market developments, trends
or other circumstances. In particular, an increase in financial market volatility or adverse changes in the liquidity
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of its assets could impair the OTP Group’s ability to value certain of its assets and exposures or result in
significant changes in the fair value of these assets and exposures, which may be materially different from the
current or estimated fair value. Any of these factors could require the OTP Group to recognise write-downs or
realise impairment charges, any of which may adversely affect its financial condition and results of operations.
Failure to manage such risks may affect the Issuer’s ability to fulfil its obligations under the Notes.

The OTP Group’s information systems and networks are vulnerable to privacy or data protection failures
and cyber security risks

The OTP Group is subject to regulation regarding the processing (including disclosure and use) of personal data.
The OTP Group processes significant volumes of personal data relating to customers as part of its business,
some of which may also be classified under legislation as sensitive personal data. The OTP Group must
therefore comply with strict data protection and privacy laws and regulations.

The OTP Group also faces the risk of a breach in the security of its IT systems, for example from increasingly
sophisticated attacks by cybercrime groups with criminal or malicious intent, including attacks designed to
overload the OTP Group’s systems. These risks are accentuated as the OTP Group increasingly digitalises its
products, services, key functions and distribution channels and as cyber-attacks become more sophisticated and
prevalent. The OTP Group is subject to the risk that any cyber-attack may result in data breaches and/or a
temporary loss of operational availability of the OTP Group’s systems to its employees and/or customers which
could have a material adverse effect on the OTP Group’s business, financial conditions, reputation and operating
results.

There is a risk that the OTP Group may not continue to invest sufficiently in its information security controls
in response to emerging threats, such as cybercrime and fraud, and to seek to ensure that controls for known
threats remain robust. The risks associated with cyber-attacks, where an individual or group seeks to exploit
vulnerabilities in IT systems for financial gain or to disrupt services, are a material risk to the OTP Group.

The OTP Group seeks to mitigate such risks, including by ensuring that systems and procedures are in place to
ensure compliance with relevant regulations. There can, however, be no assurance that such security measures
will be effective.

The OTP Group is subject to rising operating costs as a result of wage inflation and digitisation

As a result of, in particular, wage inflation and costs relating to ongoing digital transformation, the OTP Group
is subject to rising operational costs.

Wage inflation in Hungary averaged 10 per cent. during 2018. However, it is expected to decrease in 2019 to a
certain degree. As a result, the Issuer still expects to incur relatively high operating costs in 2019.

Any increase in operating costs may have a negative impact on the OTP Group’s businesses, financial condition
and results of operations, and thus on the Issuer’s ability to service its respective payment obligations under the
Notes.

The OTP Group is subject to risks associated with human resources

The Issuer and the OTP Group are exposed to personnel risks, in particular, qualification, fluctuation,
availability and motivation risks. The Issuer and the OTP Group’s current senior management team includes a
number of executives who the Issuer believe contribute significant experience and expertise to their
management in the banking sectors in which the Issuer operates. The continued success of the Issuer and the
OTP Group’s businesses and the Issuer’s ability to execute its business strategy will depend, in large part, on
the efforts of their senior management. Compensation is a key element of retaining highly qualified employees.
At the same time, EU and Hungarian legislation imposes significant restrictions as to the remuneration policies
that may be applied by credit institutions (such as the Issuer and other bank members of the OTP Group)

18



including, inter alia, the requirement that remuneration policies be consistent with, and promote, sound and
effective risk management, do not encourage risk-taking that exceeds the level of tolerated risk in respect of the
relevant credit institution and distinguish between basic fixed remuneration and variable (or performance-based)
remuneration. If a substantial portion of the Issuer and the OTP Group’s senior management leaves the Issuer
or the OTP Group, their business may be materially adversely affected.

The OTP Group operates in markets where competition is high and this may increase significantly in the
future

The Issuer and other members of the OTP Group is subject to intense competition which is expected to increase
further in the future with the implementation of the European single market in the financial services sector.
Apart from local competitors, other international banks may enter the banking market in the CEE region, Russia
and Ukraine, thus increasing the pressure on profit margins of the Issuer and the OTP Group.

There can be no assurance that the Issuer and the other members of the OTP Group can maintain their
competitive position. If the OTP Group is unable to provide competitive products and/or services, it may fail to
attract new customers and/or retain existing customers, experience decreases in its interest, fee and other income
and/or lose market share, the occurrence of which may have a material adverse effect on the business, financial
condition and results of operations of the Issuer and the OTP Group.

Risks related to the legal and regulatory environment

The OTP Group is subject to changes to government policy and regulation

The businesses and earnings of the Issuer and the other members of the OTP Group may be affected by measures
of legislative bodies and the fiscal or other policies and other actions of various governmental and regulatory
authorities in the countries in which the Issuer and the OTP Group operate.

Such changes may impact the corporate structures, businesses, strategies, capital, liquidity, funding and
profitability and the cost structures of the OTP Group.

Although the members of the OTP Group work closely with their regulators and continuously monitor the
situation, future changes in regulation, fiscal or other policies can be unpredictable and are beyond the control
of the Issuer.

The Issuer and certain members of the OTP Group are also subject to financial services laws, regulations and
banking supervision. If any violation of such regulations is detected, this may lead to higher scrutiny by the
supervising authority and therefore to an increase in administrative expenses. Further, should orders or fines
imposed on the Issuer and certain members of the OTP Group by supervisory authorities become public, this
may lead to a loss of confidence among clients and business partners which may also have a negative effect on
the Issuer and the OTP Group’s businesses, financial condition and results of operations.

Regulatory risk faced by the OTP Group is further increased by the fact that some operations of the OTP Group
are carried out in non-EU countries whose financial and banking laws are not harmonised with the relevant EU
legislation as implemented in the EU member states, which may give rise to significant differences or, in certain
circumstances, conflicts between EU financial and banking laws (including their application and interpretation)
and the laws of the relevant countries outside the EU. All this, in turn, creates uncertainty and may have a
negative impact on the ability of the OTP Group to harmonise, and monitor the implementation of, its
compliance policies and/or lead to increased compliance costs.

Separately, the ability of the OTP Group to generate profit from its fund management subsidiary is subject to
changes in regulations in the countries where it operates. This generally depends on the aggregate amount of
assets under management and the level of management fees that may be charged for fund management by the
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OTP Group. Any governmental, legislative or regulatory measure that affects the amount of assets under
management or imposes restrictions on the level of such fees may have an adverse effect on the profitability of
the OTP Group’s fund management business.

With regard to the pension fund management business, no assurance can be given that governments or
legislative bodies in countries where the OTP Group operates will not adopt measures adversely affecting the
profitability of the private pension fund management business.

Any of the foregoing may have an adverse effect on the OTP Group’s businesses, financial condition and results
of operations.

The OTP Group is subject to government actions intended to alleviate the effects of a financial crisis

In response to the severe market conditions arising from the global financial crisis since 2007, central banks
and governments throughout the world have adopted several measures aimed at increasing liquidity in, and
promoting the stability of, the financial markets. In particular, numerous governments in the EU have provided
additional capital and funding facilities to financial institutions and are implementing other measures including
increased regulatory oversight and administrative restrictions as well as additional capital requirements.

Such measures partially lead to increased government ownership of, and control over, financial institutions,
disparate competitive positions and further consolidation in the banking sector. Furthermore, a direct or indirect
governmental acquisition of ownership in, or control over, financial institutions may result in interference with
the business and commercial operations of the relevant financial institutions, which may include the imposition
on such financial institutions (whether in the form of legislative measures, direct orders or guidance) of
commercial, business, financial and transactional strategies and policies or the requirement to take up certain
activities, which may be based (wholly or partially) on political or fiscal rather than rational, commercial or
market-based considerations. No assurance can be given, for example, that the Hungarian Government will not
acquire directly or indirectly (whether by contractual arrangements, operation of law, on the open market or
otherwise) an ownership interest in, or control over, the Issuer or, if it does so, it will not interfere with the
business and operations of the OTP Group.

Should any of the foregoing measures materialise in the markets where the Issuer and the OTP Group operate,
this could have a negative impact on the Issuer’s and the OTP Group’s businesses, financial condition and
results of operations.

The OTP Group is exposed to changes in the mandatory deposit guarantee and investor compensation
schemes

With effect from 1 January 2011, the guarantee provided by the National Deposit Insurance Fund (“Orszagos
Betétbiztositasi Alap”) (the “Fund”) on so-called “registered” (“névre sz6l6”’) bank account deposits (as defined
in the Hungarian Credit Institutions Act) placed with the domestic credit institutions (being members of the
Fund) was extended to an aggregate amount of €100,000 per depositor. This is in line with the requirements of
Directive 2014/49/EU of the European Parliament and of the Council on deposit guarantee schemes. Such
directive requires, inter alia, faster payouts and additional ex-post contributions by credit institutions under
mandatory deposit guarantee schemes. On this basis, from 1 January 2021 the deadline for a payout from the
Fund will be reduced from the currently applicable 15 days to 10 days.

Any future changes in the laws governing the Fund could increase the OTP Group’s membership costs or, if
they are perceived as adverse by the OTP Group’s customers, could expose the Issuer to the risk of losing
customers to competitors which could adversely affect the OTP Group’s businesses or reputation. For the
avoidance of doubt, investors in the Notes should be aware that the Notes are not covered by the Fund.
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Loss absorption at the point of non-viability of the Issuer and resolution

The establishment of an EU-wide framework for the recovery and resolution of credit institutions and
investment firms is regulated by Directive 2014/59/EU of the European Parliament and of the Council (the
“BRRD”). The aim of the BRRD is to provide relevant authorities with common tools and powers to address
banking crises pre-emptively in order to safeguard financial stability and minimise taxpayers’ exposure to losses.
The BRRD was implemented in Hungary by Act XXXVII of 2014 on the further development of the
institutional system strengthening the security of certain participants of the financial intermediation system (the
“Resolution Act”).

The powers provided to resolution authorities in the Resolution Act include write down powers to ensure
relevant capital instruments fully absorb losses at the point of non-viability of the issuing institution.
Accordingly, the Resolution Act contemplates that resolution authorities will be required to write down such
capital instruments in full on a permanent basis, or convert them in full into common equity tier 1 instruments,
at the point of non-viability of the Issuer or the OTP Group and before a resolution action is taken (“Non-
Viability Loss Absorption”), including the bail-in tool described below. The Resolution Act provides, inter
alia, that resolution authorities shall exercise the write down power in relation to Non-Viability Loss Absorption
in a way that results in (i) common equity tier 1 instruments being written down first in proportion to the relevant
losses and (ii) thereafter, the principal amount of relevant capital instruments (including the Notes) being
reduced to zero on a permanent basis.

For the purposes of Non-Viability Loss Absorption, the point of non-viability under the Resolution Act is the
point at which (i) the Resolution Authority (as defined in the Conditions) determines that the institution meets
the conditions for resolution, (ii) the Resolution Authority determines that the institution or its group will no
longer be viable unless the relevant capital instruments are written down or (iii) extraordinary public support is
to be provided by Hungary and without such support the appropriate authority determines that the institution or
its group would no longer be viable.

An additional bail-in tool, which comprises a more general power for the Resolution Authority to write down
the claims of unsecured creditors of a failing institution and to convert unsecured debt claims (including those
of the Noteholders) into equity, is also available under the Resolution Act. This bail-in tool provides the
Resolution Authority with broad powers, including the power to cancel a bank’s existing shares or severely
dilute existing shareholdings, including with respect to any shares issued or conferred upon conversion of
capital instruments to common equity tier 1 instruments pursuant to Non-Viability Loss Absorption. The
Resolution Act provides that a write down resulting from the use of the bail-in tool would, in summary, follow
the ordinary allocation of losses and ranking in an insolvency of the relevant institution.

In addition to Non-Viability Loss Absorption, the Resolution Act provides resolution authorities with broader
powers to implement other resolution measures with respect to distressed banks, which may include (without
limitation) the replacement or substitution of the bank as obligor in respect of debt instruments, modifications
to the terms of debt instruments (including altering the maturity and/or the amount of interest payable and/or
imposing a temporary suspension on payments) and discontinuing the listing and admission to trading of
financial instruments (including, in each case, the Notes).

If the Resolution Authority, were to exercise such powers in respect of the Issuer, then existing shareholders
and/or subordinated debt holders, including holders of the Notes, may experience dilution of, or losses on, their
holdings and may not receive any compensation for their losses. In addition, in a resolution situation, financial
public support will only be available to the Issuer as a last resort after the resolution authorities have assessed
and exploited, to the maximum extent practicable, the resolution tools, including the bail-in tool. Given that the
purpose of resolution tools is to minimise any reliance on financial public support, there can be no assurance
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that any such financial public support will be forthcoming. However, see also the risk factor titled “The OTP
Group is subject to government actions intended to alleviate the effects of a financial crisis” above.

The Resolution Act, in line with the BRRD, empowers the Resolution Authority to require credit institutions to
have sufficient amount and quality own funds, which in case of emergency can be partially or entirely subject
to bail-in or conversion measures. The relevant powers of the MNB are specified in Commission Delegated
Regulation (EU) 2016/1450 (the “MREL Regulation™) supplementing the BRRD with regard to regulatory
technical standards specifying the criteria relating to the methodology for setting the minimum requirement for
own funds and eligible liabilities (known as “MREL”). Further requirements are specified by the policies of
the Single Resolution Board and the MNB.

The Issuer intends to apply the proceeds of the Notes, amongst other things, towards establishing own funds
which satisfy the requirements of the MREL Regulation. There is no assurance that the MREL Regulation will
not be changed or the regulator’s policies will not be tightened in the future which may consequently have an
adverse effect on the business, financial condition and results of operations of the Issuer and the OTP Group.

In addition, the European Commission has proposed reforms to BRRD in order to, amongst other things,
implement in the EU the Financial Stability Board’s total loss absorbing capacity standard (“TLAC”) by
adapting the existing regime relating to MREL (“BRRD II”’). BRRD II was published in the Official Journal
of the European Union on 7 June 2019, with entry into force 20 days following that publication. BRRD II must
be transposed into national law no later than 28 December 2020 with national regulators having until 1 January
2024 at the latest to impose full MREL requirements on firms.

Please see the risk factor titled “The OTP Group is exposed to increasing capital adequacy requirements” below
for further details relating to the risks associated with the implementation of CRR II.

The OTP Group will be required to maintain a minimum requirement for own funds and eligible
liabilities

To support the effectiveness of bail-in and other resolution tools, the BRRD requires that all institutions must
meet the MREL which may be bailed-in, calculated as a percentage of total liabilities and own funds and set by
the relevant resolution authorities. Items eligible for inclusion in MREL will include an institution’s own funds,
along with “eligible liabilities™.

As at the date of this Prospectus, the MNB has not set a binding MREL target for the OTP Group and the precise
calibration and ultimate designation of the OTP Group’s MREL has not yet been finalised. It is anticipated that,
before the end of 2019, the MNB will set out its views and requirements in respect of the OTP Group’s MREL
requirements. Following which it is the OTP Group’s intentions, as at the date of this Prospectus, to implement
such MREL requirements in the most appropriate manner for the business. As part of such implementation
process, it is likely that, amongst other options, the Issuer may consider issuing further MREL eligible debt
(including further Tier 2 debt). The Issuer may access the capital markets with further regulatory capital and
MREL issuances with increasing frequency in the coming months and years. However, it is difficult to predict
the full effect MREL may have on the OTP Group until the MNB has set OTP Group’s MREL target.

A partial transfer of the Issuer’s business may result in a deterioration of its creditworthiness

Pursuant to the Hungarian Credit Institutions Act, Hungarian banks may transfer their client contract asset
portfolios with the permission of the MNB. Without prejudice to the provisions on capital requirements, banks
otherwise may freely transfer any of their other assets. Depending on the nature and value of such assets which
are transferred, the creditworthiness of the Issuer may deteriorate.
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The OTP Group is exposed to increasing capital adequacy requirements

Should new global capital standards be implemented in the jurisdictions where the Issuer and the OTP Group
operate, this may result in more stringent capital requirements or, as the case may be, the need for additional
capital injections into the Issuer or other members of the OTP Group that could constrain the financial condition
and results of operations of the Issuer and the OTP Group.

In particular, amendments to the Capital Requirements Directive and the Regulation (EU) No 575/2013 of the
European Parliament and of the Council on prudential requirements for credit institutions and investment firms
and amending Regulation (EU) No 648/2012, as amended (“CRR”) (known collectively as “CRD V” and
“CRR II"’) will bring a new approach for the measurement of counterparty credit risk, the implementation of
the Net Stable Funding Ratio, a changed framework for interest rate risk and changes to the treatment of trading
book exposures, in addition to other amendments relating to capital, liquidity, leverage, remuneration and the
EU’s recovery and resolution framework. CRD V and CRR II were published in the Official Journal of the
European Union on 7 June 2019, with entry into force 20 days later. Most of the provisions of CRD V are
required to be transposed into national law by 28 December 2020, with application immediately thereafter. CRR
IT will apply from 28 June 2021 (subject to certain earlier applications and exemptions, such as those relating
to the transitional arrangements for IFRS 9 and the characteristics of new regulatory capital instruments).

To the extent certain of these measures are implemented as currently proposed or announced they could have a
significant impact on the capital and asset-liability management of the OTP Group.

On 7 December 2017, the Basel Committee on Banking Supervision published the final instalments of its Basel
IIT reforms (sometimes referred to as Basel IV). These are intended to enhance risk sensitivity and robustness
of standardised approaches, clarify the role of internal models in the capital framework and to implement
changes to the design and calibration of the leverage ratio and capital floors. As such, the final Basel I1I reforms
package includes changes to the standardised approach to credit risk and new capital floor requirements. The
majority of these reforms are required to be implemented by January 2022. However, the output floor has a 5
year transitional period to 2027.

Such changes in the regulatory framework and in the way such regulations are applied may have a material
effect on the OTP Group’s business, financial condition and results of operations, however the implementation
of Basel IV requirements is expected imply a single digit growth of OTP Group’s consolidated risk weighted
assets. The implementation of these changes may also prevent the OTP Group from continuing current lines of
operations, restrict the types or volume of transactions the OTP Group may execute, limit the payment of
dividends by the members of the OTP Group or set limits on, or require the modification of, rates or fees that
the OTP Group charges on loans or other financial products. As the new framework for the financial and banking
laws and regulations affecting the OTP Group is currently being implemented, the manner in which those laws
and related regulations will be applied to the operations of financial institutions is still evolving. No assurance
can be given that such laws and regulations will be adopted, enforced or interpreted in a manner that will not
have an adverse effect on the business, financial condition, cash flows and results of operations of the OTP
Group. The OTP Group may also face a substantial increase in compliance costs and potential material
limitations on its ability to pursue business activities.

The OTP Group is exposed to litigation risk

The Issuer and the OTP Group may from time to time be subject to litigation, whether of a substantive or
vexatious nature. Such litigation, if not dismissed at an early stage or decided contrary to the best commercial
interests of the Issuer or the OTP Group may have an adverse impact on the operations of the Issuer or the OTP
Group. Furthermore, such cases may include claims or actions in which the petitioner or plaintiff has not
specifically, or not in whole, quantified the penalties or damages sought. In these circumstances, it may, in
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particular, be difficult to predict the outcome of a dispute and estimate possible losses in a reliable manner and,
therefore, to set aside adequate provisions for such possible losses.

Please see the section of this Prospectus headed “Description of OTP Group’s Business” for further details
relating to litigation.

The OTP Group is subject to changes to tax regulation

The Issuer and the OTP Group may, from time to time, be subject to special taxation obligations. For example,
special tax obligations were levied by the Hungarian government on the financial sector in response to the
financial crisis, and these have become a permanent burden on this sector in the past years. Likewise, the
Slovakian and Romanian governments impose bank levies or taxes (as applicable).

No assurance can be given that governments or legislative bodies in other countries where the OTP Group
operates will not impose similar or other special taxes on the financial sector, which may adversely affect the
profitability of the OTP Group’s operations in such countries.

The Issuer and the OTP Group is exposed to tax risks associated with changes in tax rates or tax legislation or
the incorrect interpretation of the rules and regulations in force. If tax risks are realised, this could lead to an
increase in taxes or penalties which, in turn could cause financial losses for the Issuer and the OTP Group.

Changes in taxation regulations which increase the level of the tax payable by the Issuer or the relevant member
of'the OTP Group may affect the financial results of such entity and, consequently, could have a material adverse
effect on the Issuer and the OTP Group’s businesses, financial condition and results of operations.

The OTP Group may be subject to changes in accounting standards

The accounting policies and methods of the Issuer and the OTP Group are fundamental to how they record and
report their financial condition and results of operations.

In July 2014, the International Accounting Standards Board announced IFRS 9 on financial instruments which
replaced IAS 39 and became effective for annual periods beginning on or after 1 January 2018. The OTP Group
has elected to apply the EU transitional arrangements under CRD V for the implementation of IFRS 9 over a
five-year basis. In Q1 2019 the positive impact of the transitional arrangement in regulatory capital is HUF 70.4
billion, which increases the capital adequacy ratio by approximately 65 basis points. The ratio applicable for
the calculation of transitional arrangement gradually decreases: 85 per cent. in 2019, 70 per cent. in 2020, 50
per cent. in 2021, 25 per cent. in 2022 and 0 per cent. in 2023. Ultimately, this will impact OTP Group’s capital
adequacy ratios.

On 1 January 2019, the IFRS 16 standard came into effect. OTP Group’s risk weighted assets for credit risk
increased by 0.6 per cent. due to implementation of IFRS 16 in Q1 2019.

In addition, and from time to time, amendments are adopted to the applicable financial accounting and reporting
standards that govern the preparation of the financial statements of the Issuer and the OTP Group. These changes
are hard to predict but may materially impact how the Issuer and the members of the OTP Group record and
report their financial condition and results of operations.

Any amendment to the IFRS which, in the future, may be adopted by the EU and which concerns the valuation
of the balance sheet, off-balance sheet items, disclosures or creating write-downs and provisions, may have a
negative impact on the presentations of the financial and economic situation of the OTP Group.

Changes in the EU transitional arrangements, business models or policies, including as a result of choices made
by the OTP Group in relation to IFRS 9 could have a material adverse effect on the OTP Group’s reported
results of operations and financial condition and may have a corresponding material adverse effect on capital
ratios.

24



The OTP Group is exposed to conduct and reputational risks

Conduct risk corresponds to risks arising from the way in which the OTP Group and its employees conduct
themselves and includes matters such as how customers are treated, organisational culture (in particular, the
way in which the OTP Group’s senior management affects the ethical conduct of employees), corporate
governance, employee remuneration and conflicts of interest. The OTP Group is also required to comply with
certain conduct-of-business rules and certain corporate governance rules issued by MNB and the Budapest
Stock Exchange and any failure to comply with these rules could result in significant penalties or fines.

Any failure to identify, manage and control these conduct risks or correct any deficiencies could result in a
material adverse effect on the OTP Group’s reputation, business, financial condition and results of operations.

In addition, reputational risks may arise from past, present or potential failures in corporate governance or
management practices that could lead to a misconduct event. The reputation of the OTP Group may also be
impacted by any fraudulent activity as well as from negative media or press coverage. Failure to appropriately
manage reputational risks may reduce, directly or indirectly, the attractiveness of the OTP Group to stakeholders,
including depositors, borrowers and other customers, and may lead to negative publicity, loss of revenue,
litigation, higher scrutiny and/or intervention from regulators, regulatory or legislative action, loss of existing
or potential client business and difficulties in recruiting and retaining talent. Sustained damage arising from
conduct and reputation risks could have a materially negative impact on the OTP Group’s operations which
could have a material negative impact on the OTP Group’s businesses, financial condition and results of
operation.

The OTP Group is exposed to the risk of fraud and illegal activities

The OTP Group is subject to rules and regulations related to money laundering, anti-bribery and terrorism
financing. Compliance with anti-money laundering, anti-bribery and anti-terrorist financing rules entails
significant cost and effort, including obtaining information from clients and other third parties. Non-compliance
with these rules may have serious consequences, including adverse legal and reputational consequences.
Although the OTP Group has anti-money laundering, anti-bribery and counter-terrorism financing policies and
procedures which aim to ensure compliance with applicable legislation and strive for zero tolerance of any
violations, it may not always be successful in identifying all instances of suspicious activity, fraud or human
error and, therefore, may not be able to comply at all times with all rules applicable to money laundering, anti-
bribery and terrorism financing as extended to the whole OTP Group and applied to its workers in all
circumstances. As a general statement, a violation, or even any suspicion of a violation, of any of these rules
may have serious legal and financial consequences, which could have a material adverse effect on the OTP
Group’s reputation, business, financial condition and results of operations.

The OTP Group is subject to compliance with economic sanctions programmes

The OTP Group’s operations are subject to various anti-corruption laws and economic sanction programmes,
including those administered by the United Nations, the UK and the EU, as well as those of the United States
Department of Treasury’s Office for Foreign Assets Control (“OFAC”). The anti-corruption laws generally
prohibit providing anything of value for the purposes of obtaining or retaining business or securing any
improper business advantage. As part of its business, the OTP Group may deal with entities whose employees
are considered government officials. In addition, economic sanctions programmes restrict the OTP Group’s
business dealings with certain sanctioned countries, individuals and entities. In particular, the OTP Group is
exposed to risks in relation to the EU’s and OFAC’s economic sanctions programme against Russia and Ukraine,
and certain Russian and Ukrainian citizens and businesses. While the current sanctions regime directed at Russia
has had no material impact on the OTP Group’s operations in Russia, the Issuer cannot give assurance that this
will remain the case in the future,
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Although the OTP Group has internal policies and procedures and several monitoring measures designed to
ensure compliance with applicable anti-corruption laws and sanctions regulations, these policies and procedures
cannot provide complete assurance that the OTP Group’s employees, directors, officers, partners, agents,
service providers or introducers will not take actions in violation of its policies and procedures (or otherwise in
violation of the relevant anti-corruption laws and sanctions regulations) for which the Issuer or they may be
ultimately held responsible. Litigation or investigations relating to alleged or suspected violations of anti-
corruption laws and sanctions regulations could lead to financial penalties being imposed on the OTP Group,
limits being placed on the OTP Group’s activities, the OTP Group’s authorisations and licenses being revoked,
damage to the OTP Group’s reputation and other consequences that could have a material adverse effect on the
OTP Group’s business, financial condition and results of operations. Further, violations of anti-corruption laws
and sanctions regulations could be costly.

Risks related to the structure of the Notes

An investor assumes an enhanced risk of loss in the event of the Issuer’s insolvency

The Notes are unconditional, subordinated and unsecured obligations of the Issuer.

Article 63 of the CRR states that capital instruments and subordinated loans satisfying certain conditions
(enumerated from (a) to (n)) will be considered subordinated Tier 2 capital for the purpose of the CRR.

The Issuer intends to use the proceeds of the Notes, amongst other things, as part of its Tier 2 capital and the
Notes are intended to qualify as a Tier 2 instrument as specified in Article 63 of CRR. It cannot be excluded
that on the basis of a future law (including any EU regulation substituting the CRR) or as a result of the
interpretation of the laws by the National Bank of Hungary (“MNB”) such qualification would need to be
changed and thus result in reduced regulatory capital levels.

On 6 November 20006, the Issuer issued EUR 500,000,000 fixed to floating rate perpetual subordinated notes
(ISIN: XS0274147296) (the “2006 Notes”) and on 19 October 2006, the Issuer entered into a subordinated
swap agreement with Opus Securities S.A. (“Opus”) in connection with the EUR 514,274,000 income
certificates (the “ICES”) issued by Opus on 31 October 2006 (ISIN: XS0272723551) (the “Opus
Transaction”).

On the basis of a ruling of the MNB dated 21 May 2014, the 2006 Notes and the Opus Transaction are for the
time being treated as Tier 2 instruments under the CRR. As set out in the Conditions, the Issuer and the
Noteholders intend that the rights and claims of the Noteholders against the Issuer in respect of, or arising under,
the Notes be in priority to the Issuer’s obligations under the 2006 Notes and the Opus Transaction. However, it
cannot be excluded that a liquidator (in the event of the liquidation/involuntary winding-up of the Issuer), or
the Hungarian courts, as the case may be, may take the view that the 2006 Notes and the Opus Transaction
should be treated as ranking equally with the Notes.

In the event of the liquidation (felszamoldas) of the Issuer in accordance with Hungarian Act XLIX of 1991 on
Bankruptcy and Liquidation Proceedings, the payment obligations of the Issuer under the Notes will rank in
right of payment after unsubordinated unsecured creditors (including depositors) of the Issuer but at least pari
passu with all other subordinated obligations of the Issuer which do not rank or are not expressed by their terms
to rank junior to the Notes and in priority to the claims of shareholders of the Issuer. If, on a liquidation of the
Issuer, the assets of the Issuer are insufficient to enable the Issuer to repay the claims of more senior-ranking
creditors in full, the Noteholders will lose their entire investment in the Notes. If there are sufficient assets to
enable the Issuer to pay the claims of senior-ranking creditors in full but insufficient assets to enable it to pay
claims in respect of its obligations in respect of the Notes and all other claims that rank pari passu with the
Notes, Noteholders will lose some (which may be substantially all) of their investment in the Notes.
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For the avoidance of doubt, the Noteholders shall, in a liquidation of the Issuer, have no claim in respect of the
surplus assets (if any) of the Issuer remaining in any liquidation following payment of all amounts due in respect
of the liabilities of the Issuer.

Noteholders may not exercise any right of set-off, compensation or retention

Each Noteholder unconditionally and irrevocably waives any right of set-off, counterclaim, abatement or other
similar remedy, which it might otherwise have, under the laws of any jurisdiction, in respect of such Note.
Accordingly, and subject to applicable law, no Noteholder, who is indebted to the Issuer, shall be entitled to
exercise, claim or plead any right of set-off, compensation or retention in respect of any amount owed to it by
the Issuer in respect of, or arising under or in connection with the Notes.

The remedies available to Noteholders under the Notes are limited

Noteholders may not at any time demand repayment or redemption of their Notes, although in a Winding-Up
the Noteholders will have a claim for an amount equal to the principal amount of the Notes plus any accrued
interest.

The sole remedy in the event of any non-payment of principal or interest under the Notes, subject to certain
conditions as described in Condition 8, is that a Noteholder may institute proceedings for the winding-up of the
Issuer and/or prove for any payment obligations of the Issuer arising under the Notes in any Winding-Up or
other insolvency proceedings in respect of such non-payment.

The remedies under the Notes are more limited than those typically available to the Issuer’s unsubordinated
creditors. For further details regarding the limited remedies of the Noteholders, see Condition §.

There is no limit on the amount or type of further bonds or indebtedness that the Issuer may issue, incur
or guarantee

There is no restriction on the amount of bonds or other liabilities that the Issuer may issue, incur or guarantee
and which rank senior to, or pari passu with, the Notes. The issue or guaranteeing of any such bonds or the
incurrence of any such other liabilities may reduce the amount (if any) recoverable by Noteholders during a
winding-up or liquidation or resolution of the Issuer and may limit the Issuer’s ability to meet its obligations
under the Notes. The Issuer may also issue, in the future, subordinated liabilities which rank senior to the Notes.

Please see the risk factor titled “The OTP Group will be required to maintain a minimum requirement for own
funds and eligible liabilities” above for additional details regarding the possible incurrence of further
indebtedness.

Noteholders may not require the redemption of the Notes prior to their maturity

The Notes mature on 15 July 2029. The Issuer is under no obligation to redeem the Notes at any time prior
thereto and the Noteholders have no right to require the Issuer to redeem or purchase any Notes at any time.
Any redemption of the Notes and any purchase of any Notes by the Issuer will be subject always to the prior
approval of the Competent Authority and to compliance with prevailing Regulatory Capital Requirements, and
the Noteholders may not be able to sell their Notes in the secondary market (if at all) at a price equal to or higher
than the price at which they purchased their Notes. Accordingly, investors in the Notes should be prepared to
hold their Notes for a significant period of time.

Early Redemption of Notes upon the occurrence of certain tax and regulatory events

Subject to the prior approval of the Competent Authority and to compliance with prevailing Regulatory Capital
Requirements, the Issuer may, at its option, redeem all (but not some only) of the Notes at their principal amount
plus interest accrued and unpaid from and including the immediately preceding Interest Payment Date up to but
excluding the date fixed for redemption on the Reset Date, or, upon the occurrence of a Tax Event or a Capital
Disqualification Event, at any time.
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An optional redemption feature is likely to limit the market value of the Notes. During any period when the
Issuer may elect to redeem the Notes, the market value of the Notes generally will not rise substantially above
the price at which they can be redeemed. Further, during periods when there is an increased likelihood, or
perceived increased likelihood, that the Notes will be redeemed early, the market value of the Notes may be
adversely affected.

If the Issuer redeems the Notes in any of the circumstances mentioned above, there is a risk that the Notes may
be redeemed at times when the redemption proceeds are less than the current market value of the Notes or when
prevailing interest rates may be relatively low, in which latter case Noteholders may only be able to reinvest the
redemption proceeds in securities with a lower yield. Potential investors should consider reinvestment risk in
light of other investments available at that time.

It is not possible to predict whether the events referred to above will occur and lead to circumstances in which
the Issuer may elect to redeem the Notes, and if so whether or not the Issuer will satisfy the conditions, or elect,
to redeem the Notes. The Issuer may be more likely to exercise its option to redeem the Notes on the Reset Date
if the Issuer’s funding costs would be lower than the prevailing interest rate payable in respect of the Notes. If
the Notes are so redeemed, there can be no assurance that Noteholders will be able to reinvest the amounts
received upon redemption at a rate that will provide the same rate of return as their investment in the Notes.

The Issuer may not be liable to pay certain taxes

All payments by or on behalf of the Issuer in respect of the Notes shall be made free and clear of, and without
withholding or deduction for, any present or future taxes, duties, assessments or governmental charges of
whatever nature imposed, levied, collected, withheld or assessed by the Relevant Jurisdiction (as at the date of
this Prospectus, being Hungary or any political subdivision or any authority thereof or therein having power to
tax), unless the withholding or deduction is required by law. In that event, in respect of payments of interest
(but not principal or any other amount), the Issuer will (subject to certain customary exceptions) pay such
additional amounts as may be necessary in order that the net amounts received by the Noteholders in respect of
payments of interest after the withholding or deduction shall equal the amounts which would have been
receivable in respect of interest on the Notes in the absence of such withholding or deduction.

Potential investors should be aware that neither the Issuer nor any other person will be liable for or otherwise
obliged to pay, and the relevant Noteholders will be liable for and/or pay, any tax, duty, charge, withholding or
other payment whatsoever which may arise as a result of, or in connection with, the ownership, any transfer
and/or any payment in respect of the Notes, except as provided for in Condition 9.

In particular, the Notes do not provide for payments of principal to be grossed up in the event withholding tax
of the Relevant Jurisdiction is imposed on repayments of principal. As such, the Issuer would not be required
to pay any Additional Amounts under the terms of the Notes to the extent any withholding or deduction applied
to payments of principal. Accordingly, if any such withholding or deduction were to apply to any payments of
principal under the Notes, Noteholders may receive less than the full amount due under the Notes and the market
value of the Notes may be adversely affected.

The interest rate on the Notes will be reset on the Reset Date, which may affect the market value of the
Notes

The Notes will initially accrue interest at a fixed rate of interest to, but excluding, the Reset Date. From, and
including the Reset Date, however, the interest rate will be reset to the Reset Rate of Interest (as described in
Condition 5). This Reset Rate of Interest could be less than the initial rate of interest, which could affect the
amount of any interest payments under the Notes and so the market value of an investment in the Notes.
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Future discontinuance of EURIBOR or the occurrence of a Benchmark Event may adversely affect the
value of the Notes

EURIBOR and any other interest rate or other types of rates and indices which are deemed to be “benchmarks”
are the subject of ongoing national and international regulatory discussions and proposals for reform. Some of
these reforms are already effective whilst others are still to be implemented. Regulation (EU) No. 2016/1011
(the “Benchmark Regulation”) was published in the Official Journal of the European Union on 29 June 2016
and has applied from 1 January 2018 (with the exception of provisions specified in Article 59 (mainly on critical
benchmarks) that have applied since 30 June 2016). The Benchmark Regulation could have a material impact
on the Notes linked to EURIBOR, in particular, if the methodology or other terms of the “benchmark™ are
changed in order to comply with the terms of the Benchmark Regulation, and such changes could (amongst
other things) have the effect of reducing or increasing the rate or level, or affecting the volatility of the published
rate or level of the benchmark. In addition, the Benchmark Regulation stipulates that each administrator of a
“benchmark” regulated thereunder must be licensed by the competent authority of the Member State where
such administrator is located or if it is based in a non-EU jurisdiction, satisfy the equivalence conditions or be
recognised or endorsed (the “Approval”). There is a risk that administrators of certain benchmarks will fail to
obtain the necessary Approval, preventing them from continuing to provide such benchmarks. Other
administrators may cease to administer certain “benchmarks” because of the additional costs of compliance
with the Benchmark Regulation and other applicable regulations, and the risks associated therewith. There is
also a risk that certain benchmarks may continue to be administered but may in time become obsolete.

As an example of such benchmark reforms, on 27 July 2017, the Chief Executive of the United Kingdom
Financial Conduct Authority, which regulates LIBOR, announced that it does not intend to continue to persuade,
or use its powers to compel, panel banks to submit rates for the calculation of LIBOR to the administrator of
LIBOR after 2021. Whilst the announcement related to LIBOR, similar concerns may be applicable to
EURIBOR. The Financial Stability Board also made certain recommendations to reform major interest rate
benchmarks, such as key interbank offered rates. It is not possible to predict whether, and to what extent, banks
will continue to provide EURIBOR submissions to the administrator of EURIBOR going forwards.

The ECB and other European authorities have discussed proposals for alternative benchmarks. For example,
the ECB announced plans for a new overnight rate for interbank unsecured lending among Euro-area banks in
September 2017. The impact of such an overnight rate on six-month EURIBOR is currently unclear.

Following the implementation of any such potential reforms, the manner of administration of benchmarks may
change, with the result that they may perform differently than in the past, or the benchmark could be eliminated
entirely, or there could be other consequences that cannot be predicted. The elimination of the EURIBOR
benchmark, or changes in the manner of its administration, could require or result in an adjustment to the interest
calculation provisions of the Conditions, or result in adverse consequences to holders of the Notes. Furthermore,
even prior to the implementation of any changes, uncertainty as to the nature of alternative reference rates and
as to potential changes to such benchmark may adversely affect such benchmark during the term of the Notes,
the return on the Notes and the trading market for securities (including the Notes) based on the same benchmark.

Investors should be aware that, if EURIBOR were discontinued or otherwise unavailable, the rate of interest on
the Notes for the period from (and including) the Reset Date, which is based on a reset mid-swap rate, may be
affected. If such rate is not available, the rate of interest on the Notes will be determined by the fall-back
provisions applicable to the Notes. This may in certain circumstances result in the effective application of a
fixed rate based on the rate which was last observed on the relevant Screen Page.

In addition, any changes to the administration of the applicable annualised mid-swap rate for swap transactions
in euro (with a maturity equal to five years) as displayed on the Screen Page at 11.00 a.m. (Central European
time) on the Reset Determination Date (the “Mid-Swap Rate”) or the emergence of alternatives to the Mid-
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Swap Rate as a result of these potential reforms, may cause the Mid-Swap Rate to perform differently than in
the past or to be discontinued, or there could be other consequences which cannot be predicted. The potential
discontinuation of the Mid-Swap Rate or changes to its administration could require changes to the way in
which the Reset Rate of Interest is calculated on the Notes from (and including) the Reset Date. Uncertainty as
to the nature of alternative reference rates and as to potential changes to the Mid-Swap Rate may adversely
affect the Reset Reference Rate, the return on the Notes and the trading market for securities (such as the Notes)
based on the Mid-Swap Rate. The development of alternatives to the Mid-Swap Rate may result in the Notes
performing differently than would otherwise have been the case if such alternatives to the Mid-Swap Rate had
not developed. Any such consequence could have a material adverse effect on the value of, and return on, the
Notes.

The Conditions also provide for certain fall-back arrangements in the event that a Benchmark Event occurs.
The Issuer may, after appointing and consulting with an Independent Adviser, determine a Successor Rate or,
failing which, an Alternative Reference Rate to be used in place of the Mid-Swap Rate. The use of any such
Successor Rate or Alternative Reference Rate to determine the Reset Rate of Interest may result in the Notes
performing differently (including paying a lower Reset Rate of Interest) than they would do if the Mid-Swap
Rate were to continue to apply in its current form.

Furthermore, if a Successor Rate or Alternative Reference Rate is determined by the Issuer, the Conditions
provide that the Issuer may vary the Conditions, as necessary, to ensure the proper operation of such Successor
Rate or Alternative Reference Rate, without any requirement for consent or approval of the Noteholders.

If a Successor Rate or Alternative Reference Rate is determined by the Issuer, the Conditions also provide that
an Adjustment Spread will be determined by the Issuer to be applied to such Successor Rate or Alternative
Reference Rate. Accordingly, while any Adjustment Spread may be expected to be designed to eliminate or
minimise any potential transfer of value between counterparties, the application of the Adjustment Spread to
the Notes may not do so and may result in the Notes performing differently (which may include payment of a
lower interest rate) than they would do if sub-paragraphs (i) and/or (iii) of the definition of Reset Reference
Rate were to apply. However, there is no guarantee that such an Adjustment Spread will be determined or
applied, or that the application of an Adjustment Spread will either reduce or eliminate economic prejudice to
Noteholders. If no positive or negative Adjustment Spread is determined, a Successor Rate or Alternative
Reference Rate may nonetheless be used to determine the Reset Rate of Interest. Any of the foregoing could
have an adverse effect on the value or liquidity of, and return on, the Notes.

However, no Successor Rate, Alternative Reference Rate or Adjustment Spread (as applicable) will be adopted,
and no other amendments to the Conditions will be made pursuant to the Conditions if, and to the extent that,
in the determination of the Issuer, the same could reasonably be expected to prejudice the qualification of the
Notes as Tier 2 Capital (as defined in the Conditions). Such a determination may result in the Notes performing
differently than would otherwise have been the case prior to the Benchmark Event.

Moreover, any of the above matters or any other significant change to the setting or existence of the Mid-Swap
Rate could adversely affect the ability of the Issuer to meet its obligations under the Notes and could have a
material adverse effect on the value or liquidity of, and the amount payable under, the Notes.

The terms of the Notes may be modified (including a change in the governing law of Condition 16(d)
(Acknowledgement of Statutory Loss Absorption Powers)), or the Notes may be substituted, by the Issuer
without the consent of the Noteholders in certain circumstances, subject to certain restrictions

If a Tax Event or a Capital Disqualification Event has occurred and is continuing, the Issuer may (subject to
certain conditions) at any time substitute all (but not some only) of the Notes for, or vary the terms of the Notes
so that they remain or become (as applicable), Qualifying Tier 2 Securities, without the consent of the
Noteholders. This may result in, among other things, changes to Condition 16(d) of the Notes to ensure that
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Noteholders are bound by the exercise of Bail-in Powers (among other things) even if this is not favourable to
them and even if it results in a change to the governing law of Condition 16(d) (which, on issue of the Notes,
is English law).

Qualifying Tier 2 Securities must (other than in respect of the effectiveness and enforceability of Condition
16(d)) have terms not materially less favourable to Noteholders than the terms of the Notes, as reasonably
determined by the Issuer in consultation with an independent investment bank or financial advisor of
international standing. However, there can be no assurance that, due to the particular circumstances of a holder
of Notes, such Qualifying Tier 2 Securities will be as favourable to each investor in all respects or that, if it
were entitled to do so, a particular investor would make the same determination as the Issuer as to whether the
terms of the Qualifying Tier 2 Securities are not materially less favourable to holders than the terms of the Notes.

Risks related to the Notes generally

The conditions of the Notes contain provisions which may permit their modification without the consent
of all investors

The terms and conditions of the Notes contain provisions on convening meetings of Noteholders to deliberate
on any proposals and consider any matters affecting their common interests en masse. These provisions permit
defined majorities to bind all Noteholders including Noteholders who did not attend and vote at the relevant
meeting and Noteholders who voted in a manner contrary to the majority.

The value of the Notes could be adversely affected by a change in law or administrative practice

The terms and conditions of the Notes will be governed by the laws of England (save for the subordination and
waiver of set-off provisions which are governed by the laws of Hungary). No assurance can be given as to the
impact of any possible judicial decision or change to the laws of England (or Hungary, as the case may be) or
administrative practice after the date of this Prospectus.

Judgments entered against Hungarian entities in the courts of a state which is not subject to the Brussels
Regulations or the Lugano Convention may not be recognised or enforceable in Hungary

A judgment entered against a company incorporated in Hungary in the courts of a state which is not, under the
terms of (i) Regulation (EU) No. 1215/2012 of the European Parliament and of the Council of 12 December
2012 on jurisdiction and the recognition and enforcement of judgments in civil and commercial matters (the
“2012 Brussels Regulation”), (ii) Council Regulation (EC) No. 44/2001 of 22 December 2000 on jurisdiction
and the recognition and enforcement of judgments in civil and commercial matters (the “2000 Brussels
Regulation™), or (iii) the Convention on jurisdiction and the recognition and enforcement of judgments in civil
and commercial matters made at Lugano on 30 October 2007 (the “Lugano Convention”), a Member State (as
defined in the 2012 Brussels Regulation and the 2000 Brussels Regulation) or a Contracting State (as defined
in the Lugano Convention), may not be automatically recognised or enforceable in Hungary, as a matter of law
without a retrial on its merits. As a result, when the UK leaves the EU, an English court judgment entered
against the Issuer in relation to the Notes may not be recognised or enforceable in Hungary (absent any
replacement arrangements being put in place).

Trading in the clearing systems

The denomination of the Notes will be €100,000 and integral multiples of €1,000 in excess thereof. Accordingly,
it is possible that the Notes may be traded in the clearing systems in amounts in excess of €100,000 that are not
integral multiples of €100,000. Should Certificates be required to be issued, they will be issued in principal
amounts of €100,000 and higher integral multiples of €1,000 but will in no circumstances be issued to
Noteholders who hold Notes in the relevant clearing system in amounts that are less than €100,000. Accordingly,
any Noteholder who holds an amount which is less than €100,000 in principal amount of the Notes in his
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account with the relevant clearing system at the relevant time may not receive a Certificate (should Certificates
be printed) in respect of such holding. Such a Noteholder would need to purchase a principal amount of Notes
such that its holding amounts to €100,000 in order to receive a Certificate.

If Certificates are issued, Noteholders should be aware that definitive Notes which have a denomination that is
not an integral multiple of €100,000 may be illiquid and difficult to trade.

Reliance on the procedures of Euroclear and/or Clearstream, Luxembourg for transfers, payments and
communication with the Issuer

The Notes will, upon issue, be represented by a Global Certificate that will be deposited with, and registered in
the name of a nominee for, a common depositary for Euroclear and Clearstream, Luxembourg. Euroclear and
Clearstream, Luxembourg will maintain records of the beneficial interests in the Global Certificate. While the
Notes are in global form, investors will be able to trade their beneficial interests only through Euroclear or
Clearstream, Luxembourg, as the case may be.

While the Notes are in global form, the payment obligations of the Issuer under the Notes will be discharged
upon such payments being made by or on behalf of the Issuer to or to the order of the nominee for the common
depositary. A holder of a beneficial interest in a security must rely on the procedures of Euroclear and/or
Clearstream, Luxembourg, as the case may be, to receive payments under the Notes. The Issuer does not have
any responsibility or liability for the records relating to, or payments made in respect of, beneficial interests in
the Global Certificate.

The tax impact of an investment in the Notes should be carefully considered

Interest payments on Notes, or profits realised by an investor upon the sale or repayment of Notes, may be
subject to taxation in its home jurisdiction or in other jurisdictions in which it is required to pay taxes. The tax
impact on investors generally is described under the section of this Prospectus headed “Taxation” below;
however, the tax impact on an individual investor may differ from the situation described for investors generally.
Prospective investors, therefore, should contact their own tax advisors for advice on the tax impact of an
investment in the Notes. Furthermore, the applicable tax regime may change to the disadvantage of the investors
in the future.

Legality of purchase

Neither the Issuer nor any of its affiliates has or assumes responsibility for the lawfulness of the acquisition of
the Notes by a prospective investor in the Notes, whether under the laws of the jurisdiction of its incorporation
or the jurisdiction in which it operates (if different), or for compliance by that prospective investor with any
law, regulation or regulatory policy applicable to it.

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to legal investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether
and to what extent (i) the Notes are legal investments for it, (ii) the Notes can be used as collateral for various
types of borrowing and (iii) other restrictions apply to its purchase or pledge of any Notes. Financial institutions
should consult their legal advisers or the appropriate regulators to determine the appropriate treatment of Notes
under any applicable risk-based capital or similar rules.

A Noteholder’s actual yield on the Notes may be reduced from the stated yield by transaction costs

When Notes are purchased or sold, several types of incidental costs (including transaction fees and commissions)
are incurred in addition to the current price of the security. These incidental costs may significantly reduce or
even exclude the profit potential of the Notes. For instance, credit institutions as a rule charge their clients for
own commissions which are either fixed minimum commissions or pro-rata commissions depending on the
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order value. To the extent that additional - domestic or foreign - parties are involved in the execution of an order,
including but not limited to domestic dealers or brokers in foreign markets, Noteholders must take into account
that they may also be charged for the brokerage fees, commissions and other fees and expenses of such parties
(third party costs).

In addition to such costs directly related to the purchase of Notes (direct costs), Noteholders must also take into
account any follow-up costs (such as custody fees). Prospective investors should inform themselves about any
additional costs incurred in connection with the purchase, custody or sale of the Notes before investing in the
Notes.

Risks related to the market generally

An active secondary market in respect of the Notes may never be established or may be illiquid and this
could adversely affect the value at which an investor could sell his Notes

The Notes represent a new security for which no secondary trading market currently exists and there can be no
assurance that one will develop. If a market does develop, it may not be very liquid. Therefore, investors may
not be able to sell their Notes easily or at prices that will provide them with a yield comparable to similar
investments that have a developed secondary market. Illiquidity may have an adverse effect on the market value
of Notes.

If a market for the Notes does develop, the trading price of the Notes may be subject to wide fluctuations in
response to many factors, including those referred to in this risk factor, as well as stock market fluctuations and
general economic conditions that may adversely affect the market price of the Notes. Such volatility may be
increased in an illiquid market including in circumstances where a significant proportion of the Notes are held
by a limited number of initial investors. Publicly traded bonds from time to time experience significant price
and volume fluctuations that may be unrelated to the operating performance of the companies that have issued
them, and such volatility may be increased in an illiquid market. If any market in the Notes does develop, it
may become severely restricted, or may disappear, if the financial condition of the Issuer deteriorates such that
there is an actual or perceived increased likelihood of the Issuer being unable to pay interest on the Notes in
full, or of the Notes being subject to loss absorption under an applicable statutory loss absorption regime. In
addition, the market price of the Notes may fluctuate significantly in response to a number of factors, some of
which are beyond the Issuer’s control.

Any or all of such events could result in material fluctuations in the price of Notes which could lead to investors
losing some or all of their investment.

The issue price of the Notes may not be indicative of prices that will prevail in the trading market, and there
can be no assurance that an investor would be able to sell its Notes at or near the price which it paid for them,
or at a price that would provide it with a yield comparable to more conventional investments that have a
developed secondary market.

Moreover, although the Issuer can or can procure others to (subject to Supervisory Permission and compliance
with prevailing Regulatory Capital Requirements) purchase Notes at any time, it has no obligation to do so.
Purchases made by (or on behalf of) the Issuer could affect the liquidity of the secondary market of the Notes
and thus the price and the conditions under which investors can negotiate these Notes on the secondary market.

In addition, Noteholders should be aware that if there is a general lack of liquidity in the secondary market this
may result in investors suffering losses on the Notes in secondary resales even if there is no decline in the
performance of the Notes or the assets of the Issuer. The Issuer cannot predict whether these circumstances will
change.
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Although an application has been made for the Notes to be admitted to trading on the Luxembourg Stock
Exchange, there is no assurance that such application will be accepted or that an active trading market will
develop.

An investor may be adversely affected by movements in exchange rates

The Issuer will pay principal and interest on the Notes in Euros. This presents certain risks relating to currency
conversions if an investor’s financial activities are denominated principally in a currency or currency unit (the
“Investor’s Currency”) other than the Euro. These include the risk that exchange rates may significantly
change (including changes due to devaluation of the Euro or revaluation of the Investor’s Currency) and the
risk that authorities with jurisdiction over the Investor’s Currency may impose or modify exchange controls.
An appreciation in the value of the Investor’s Currency relative to the Euro would decrease (i) the Investor’s
Currency-equivalent yield on the Notes, (ii) the Investor’s Currency equivalent value of the principal payable
on the Notes and (iii) the Investor’s Currency equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that could
adversely affect an applicable exchange rate or the ability of the Issuer to make payments in respect of the Notes.
As a result, investors may receive less interest or principal than expected, or no interest or principal.

The value of the Notes may be adversely affected by movements in market interest rates

The development of market prices of the Notes depends on various factors, such as changes in market interest
rate levels, the policies of central banks, overall economic developments, inflation rates or the lack of or excess
demand for the relevant type of Notes. Noteholders will therefore be exposed to the risk of an unfavourable
development of market prices of the Notes which materialises if the Noteholder sells the Notes prior to the final
maturity date. The rate of interest will be reset after five years, and as such the Reset Rate of Interest (as
described in Condition 5) is not pre-defined at the date of issue of the Notes; it may be different from the initial
rate of interest and may adversely affect the yield of the Notes.

Investment in the Notes involves the risk that if market interest rates subsequently increase above the rate paid
on the Notes, this will adversely affect the value of the Notes.

Credit ratings assigned to the Issuer or the Notes may not reflect all the risks associated with an
investment in the Notes

The Notes have been assigned a rating of Bal by Moody’s and may in the future be rated by additional
independent credit rating agencies (including on an unsolicited basis), although the Issuer is under no obligation
to ensure that the Notes are rated by any credit rating agency. Credit ratings may not reflect the potential impact
of all risks related to structure, market, additional factors discussed in these risk factors and other factors that
may affect the liquidity or market value of the Notes. A credit rating is not a recommendation to buy, sell or
hold securities and may be revised, suspended or withdrawn by the credit rating agency at any time.

If the Issuer no longer maintains one or more credit ratings, if any other independent credit rating agency decides
to assign a rating to the Notes, or if any credit rating agency withdraws, suspends or downgrades any credit
ratings of the Issuer or the Notes, or if such a withdrawal, suspension or downgrade is anticipated (or any credit
rating agency places the credit ratings of the Issuer or the Notes on “credit watch” status in contemplation of a
downgrade, suspension or withdrawal), such event could adversely affect the liquidity and market value of the
Notes.

In general, European regulated investors are restricted under Regulation (EC) No. 1060/2009 (as amended) (the
“CRA Regulation”) from using credit ratings for regulatory purposes, unless such ratings are issued by a credit
rating agency established in the EU and registered under the CRA Regulation (and such registration has not
been withdrawn or suspended), subject to transitional provisions that apply in certain circumstances whilst the
registration application is pending. Such general restriction will also apply in the case of credit ratings issued
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by non-EU credit rating agencies, unless the relevant credit ratings are endorsed by an EU-registered credit
rating agency or the relevant non-EU rating agency is certified in accordance with the CRA Regulation (and
such endorsement action or certification, as the case may be, has not been withdrawn or suspended). Moody’s
is organised in the EU and registered for the purposes of the CRA Regulation.

Please see the risk factor titled “The OTP Group will be required to maintain a minimum requirement for own
funds and eligible liabilities” above for additional details regarding the possible incurrence of further
indebtedness.

The value of the Notes may be adversely affected by inflation

Inflation risk describes the possibility that the value of assets such as the Notes or income thereon will decrease
as inflation shrinks the purchasing value of a currency. Inflation causes the rate of return to decrease in value.
If the inflation rate exceeds the interest paid on any Notes the yield on such Notes will become negative.
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TERMS AND CONDITIONS OF THE NOTES

The following, subject to alteration and completion, are the terms and conditions of the Notes which will be
endorsed on each Certificate in definitive form (if issued).

The issue of the €500,000,000 Fixed Rate Reset Callable Subordinated Notes due 15 July 2029 (the “Notes™)
of OTP Bank Nyrt. (the “Issuer”) was authorised by a resolution of the Asset Liability Committee of the Issuer
passed on 26 June 2019. A fiscal agency agreement dated 15 July 2019 (the “Fiscal Agency Agreement”) has
been entered into in relation to the Notes between the Issuer, Citibank, N.A., London Branch as fiscal agent and
agent bank, Citigroup Global Markets Europe AG as registrar and the other agents named in it. The Notes have
the benefit of a Deed of Covenant (the “Deed of Covenant”) dated 15 July 2019 executed by the Issuer relating
to the Notes. The fiscal agent, the agent bank, the registrar and any transfer agent for the time being are referred
to below respectively as the “Fiscal Agent”, the “Agent Bank”, the “Registrar” and the “Transfer Agents”.
“Agents” means the Fiscal Agent, the Agent Bank, the Registrar, the Transfer Agents and any other agent or
agents appointed from time to time with respect to the Notes. The Fiscal Agency Agreement includes the form
of the Notes. Copies of the Fiscal Agency Agreement and the Deed of Covenant are available for inspection
during normal business hours at the specified offices of the Fiscal Agent, the Registrar and any Transfer Agents.
The holders of the Notes (the “Holders”) are deemed to have notice of all the provisions of the Fiscal Agency
Agreement applicable to them.

1 Form, Denomination and Title
(@) Form and Denomination

The Notes are serially numbered in the denomination of €100,000 and integral multiples of €1,000 in
excess thereof.

The Notes are represented by registered certificates (“Certificates”) and, save as provided in Condition
2(a), each Certificate shall represent the entire holding of Notes by the same Holder.

In these Conditions, “Noteholder” or “Holder” means the person in whose name a Note is registered in
the Register (as defined below).

(b)  Title

Title to the Notes shall pass by registration in the register that the Issuer shall procure to be kept by the
Registrar in accordance with the provisions of the Fiscal Agency Agreement (the “Register”). Except
as ordered by a court of competent jurisdiction or as required by law, the Holder of any Note shall be
deemed to be and may be treated as its absolute owner for all purposes whether or not it is overdue and
regardless of any notice of ownership, trust or an interest in it, any writing on the Certificate representing
it or the theft or loss of such Certificate and no person shall be liable for so treating the Holder.

2  Transfers of Notes
(a) Transfer

A holding of Notes may, subject to Condition 2(d), be transferred in whole or in part upon the surrender
(at the specified office of the Registrar or any Transfer Agent) of the Certificate(s) representing such
Notes to be transferred, together with the form of transfer endorsed on such Certificate(s), duly
completed and executed and any other evidence as the Registrar or Transfer Agent may reasonably
require. In the case of a transfer of part only of a holding of Notes represented by one Certificate, a new
Certificate shall be issued to the transferee in respect of the part transferred and a further new Certificate
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(b)
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(d)

in respect of the balance of the holding not transferred shall be issued to the transferor. In the case of a
transfer of Notes to a person who is already a Holder of Notes, a new Certificate representing the
enlarged holding shall only be issued against surrender of the Certificate representing the existing
holding. All transfers of Notes and entries in the Register will be made in accordance with the detailed
regulations concerning transfers of Notes scheduled to the Fiscal Agency Agreement. The regulations
may be changed by the Issuer, with the prior written approval of the Registrar and the Fiscal Agent. A
copy of the current regulations will be made available by the Registrar to any Noteholder upon request.

Delivery of New Certificates

Each new Certificate to be issued pursuant to Condition 2(a) shall be available for delivery within three
business days of receipt of a duly completed and executed form of transfer and surrender of the existing
Certificate(s). Delivery of the new Certificate(s) shall be made at the specified office of the Transfer
Agent or of the Registrar (as the case may be) to whom delivery or surrender of such form of transfer
and Certificate(s) shall have been made or, at the option of the Holder making such delivery or surrender
as aforesaid and as specified in the relevant form of transfer or otherwise in writing, be mailed by
uninsured post at the risk of the Holder entitled to the new Certificate to such address as may be so
specified, unless such Holder requests otherwise and pays in advance to the relevant Transfer Agent or
the Registrar (as the case may be) the costs of such other method of delivery and/ or such insurance as
it may specify. In this Condition 2(b), “business day” means a day, other than a Saturday or Sunday, on
which banks are open for business in the place of the specified office of the relevant Transfer Agent or
the Registrar (as the case may be).

Transfer Free of Charge

Certificates, on transfer, shall be issued and registered without charge by or on behalf of the Issuer, the
Registrar or any Transfer Agent, but upon payment of any tax or other governmental charges that may
be imposed in relation to such transfer (or the giving of such indemnity as the Registrar or the relevant
Transfer Agent may require).

Closed Periods

No Noteholder may require the transfer of a Note to be registered (i) during the period of 15 days ending
on (and including) the due date for redemption of that Note, (ii) during the period of 15 days prior to
(and including) any date on which Notes may be called for redemption by the Issuer at its option pursuant
to Condition 6(c), (iii) after the Notes have been called for redemption, or (iv) during the period of seven
days ending on (and including) any Record Date.

Status

The Notes constitute direct and unsecured obligations of the Issuer and rank pari passu and without any
preference among themselves. The rights and claims of Holders in respect of, or arising under, their Notes
(including any damages awarded for breach of obligations in respect thereof) are subordinated as described in
Condition 4.

Subordination and Waiver of Set-off

(@)

Winding-Up

If a Winding-Up (as defined in Condition 18) occurs, the rights and claims of Holders against the Issuer
in respect of, or arising under, each Note shall be for (in lieu of any other payment by the Issuer) an
amount equal to the principal amount of the relevant Note, together with, to the extent not otherwise
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(b)
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included within the foregoing, any other amounts attributable to such Note, including any accrued and
unpaid interest thereon and any damages awarded for breach of any obligations in respect of such Note,
provided however that such rights and claims shall be subordinated as provided in this Condition 4(a) to
the claims of all Senior Creditors but shall rank (i) subject as provided in (ii), at least pari passu with
the claims of holders of all other subordinated obligations of the Issuer which constitute, or would but
for any applicable limitation on the amount of such capital constitute, Tier 2 Capital and (ii) in priority
to (A) the claims of holders of all undated or perpetual subordinated obligations of the Issuer (including
for the avoidance of doubt, the Issuer’s obligations under its EUR 500,000,000 fixed to floating rate
perpetual subordinated notes (ISIN: XS0274147296) and the Issuer’s payment obligations pursuant to
the subordinated swap agreement entered into by it with Opus Securities S.A. in connection with the
EUR 514,274,000 income certificates issued by Opus Securities S.A. and exchangeable into ordinary
shares of the Issuer (ISIN: XS0272723551) and, further, any undated or perpetual obligations which
constitute, or would but for any applicable limitation on the amount of such capital constitute, Tier 2
Capital), (B) obligations of the Issuer which constitute, or would but for any applicable limitation on the
amount of such capital constitute, Tier 1 Capital, (C) all obligations which rank, or are expressed to rank,
pari passu with such obligations described in (A) and (B), and (D) the claims of holders of all classes of
share capital of the Issuer.

Set-off

Subject to applicable law, no Holder may exercise, claim or plead any right of set-off, compensation,
retention, counter-claim, abatement or other similar right or remedy which it might otherwise have under
the laws of any jurisdiction in respect of any amount owed to it by the Issuer in respect of, or arising
under or in connection with the Notes and each Holder shall, by virtue of his holding of any Note, be
deemed, to the extent permitted under applicable law, to have waived all such rights of set-off,
compensation, retention, counter-claim, abatement or other similar right or remedy which it might
otherwise have under the laws of any jurisdiction. Notwithstanding the preceding sentence, if any of the
amounts owing to any Holder by the Issuer in respect of, or arising under or in connection with the Notes
is discharged by set-off or such other similar right or remedy, such Holder shall, subject to applicable
law, immediately pay an amount equal to the amount of such discharge to the Issuer (or, in the event of
a Winding-Up, the relevant insolvency official appointed in respect of the Issuer) and, until such time as
payment is made, shall hold an amount equal to such amount in trust for the Issuer (or the relevant
insolvency official appointed in respect of the Issuer) and accordingly any such discharge shall be
deemed not to have taken place.

No Security/Guarantee: No Enhancement of Seniority

The Notes are neither secured nor subject to a guarantee or any other arrangement that enhances the
seniority of the claims under the Notes.

5 Interest Payments

(@)

Interest Rate

Each Note bears interest at the applicable Interest Rate from (and including) the Issue Date in accordance
with the provisions of this Condition 5.

Interest shall be payable on the Notes annually in arrear on each Interest Payment Date as provided in
this Condition 5.

Where it is necessary to compute an amount of interest in respect of any Note for a period which is less
than a complete Interest Period, the relevant day-count fraction shall be determined on the basis of the
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(d)

(e)

®

number of days in the relevant period, from and including the date from which interest begins to accrue
to but excluding the date on which it falls due, divided by the actual number of days in the Interest Period
in which the relevant period falls (including the first such day but excluding the last).

Interest Accrual

The Notes will cease to bear interest from (and including) the due date for redemption thereof pursuant
to Condition 6(a), (c), (d) or (e) or the date of substitution thereof pursuant to Condition 6(f), as the case
may be, unless, upon surrender of the Certificate representing any Note, payment of all amounts due in
respect of such Note is not properly and duly made, in which event interest shall continue to accrue on
the Notes, both before and after judgment, and shall be payable, as provided in these Conditions up to
(but excluding) the Relevant Date. Interest in respect of any Note shall be calculated per Calculation
Amount and the amount of interest per Calculation Amount shall be equal to the product of (i) the
Calculation Amount, (ii) the relevant Interest Rate and (iii) the day-count fraction as described in
Condition 5(a) for the relevant period, rounding the resultant figure to the nearest cent (half a cent being
rounded upwards). Where the denomination of a Note is more than the Calculation Amount, the amount
of interest payable in respect of each Note is the aggregate of the amounts (calculated as aforesaid) for
each Calculation Amount comprising the denomination of the Note.

Initial Fixed Interest Rate

For the Initial Fixed Rate Interest Period, the Notes bear interest at the rate of 2.875 per cent. per annum
(the “Initial Fixed Interest Rate™).

Reset Rate of Interest

The Interest Rate will be reset (the “Reset Rate of Interest”) in accordance with this Condition 5 on the
Reset Date. The Reset Rate of Interest will be determined by the Agent Bank on the Reset Determination
Date as the sum of the Reset Reference Rate and the Margin. For the Reset Period, the Notes bear interest
at the Reset Rate of Interest.

Determination of Reset Rate of Interest

The Agent Bank will, as soon as practicable after 11:00 a.m. (Central European time) on the Reset
Determination Date, determine the Reset Rate of Interest in respect of the Reset Period. The
determination of the Reset Rate of Interest by the Agent Bank shall (in the absence of manifest error) be
final and binding upon all parties.

Publication of Reset Rate of Interest

The Agent Bank shall cause notice of the Reset Rate of Interest determined by it in accordance with this
Condition 5 in respect of the Reset Period to be given to the Issuer, the Fiscal Agent, the Registrar, each
of the Transfer Agents, any stock exchange on which the Notes are for the time being listed or admitted
to trading and, in accordance with Condition 13, the Holders, in each case as soon as practicable after
its determination but in any event not later than the fourth Business Day thereafter.

If the Notes become due and payable pursuant to Condition 8(a), the accrued interest per Calculation
Amount and the Reset Rate of Interest payable in respect of the Notes shall nevertheless continue to be
calculated as previously by the Agent Bank in accordance with this Condition 5 but no publication of
the Reset Rate of Interest need be made.
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(9)

(h)

Agent Bank and Reset Reference Banks

The Issuer will maintain an Agent Bank and the number of Reset Reference Banks provided below where
the Reset Rate of Interest is to be calculated by reference to them. The name of the initial Agent Bank
and its initial specified office is set out at the end of these Conditions.

The Issuer may from time to time replace the Agent Bank or any Reset Reference Bank with another
leading investment, merchant or commercial bank or financial institution in the eurozone. If the Agent
Bank is unable or unwilling to continue to act as the Agent Bank or fails duly to determine the Reset
Rate of Interest in respect of the Reset Period as provided in Condition 5(d), the Issuer shall forthwith
appoint another leading investment, merchant or commercial bank or financial institution in the eurozone
to act as such in its place. The Agent Bank may not resign its duties or be removed without a successor
having been appointed as aforesaid.

Determinations of Agent Bank Binding

All notifications, opinions, determinations, certificates, calculations, quotations and decisions given,
expressed, made or obtained for the purposes of this Condition 5 by the Agent Bank, shall (in the absence
of manifest error) be binding on the Issuer, the Agent Bank, the Fiscal Agent, the Registrar, the Transfer
Agents and all Holders and (in the absence of wilful default or negligence) no liability to the Holders or
the Issuer shall attach to the Agent Bank in connection with the exercise or non-exercise by it of any of
its powers, duties and discretions.

Benchmark Replacement

The provisions of this Condition 5(i) will apply in the circumstances set out in paragraph (b) of the
definition of “Reset Reference Rate” in Condition 18:

(i) the Issuer shall use reasonable endeavours, as soon as reasonably practicable, to appoint an
Independent Adviser to determine (without any requirement for the consent or approval of the
Holders): (x) a Successor Rate or, failing which, an Alternative Reference Rate, for the purposes
of determining the Reset Rate of Interest (or the relevant component part thereof) applicable to
the Notes; and (y) in either case, an Adjustment Spread and any Benchmark Amendments (as
described under paragraph (v) below);

(if)  if the Issuer is unable to appoint an Independent Adviser prior to the IA Determination Cut-Off
Date, the Issuer (acting in good faith and in a commercially reasonable manner) may still
determine: (x) a Successor Rate or, failing which, an Alternative Reference Rate; and (y) in either
case, an Adjustment Spread in accordance with this Condition 5(i);

(iii)  if a Successor Rate or, failing which, an Alternative Reference Rate (as applicable) is determined
in accordance with paragraphs (i) or (ii) above, such Successor Rate or, failing which, Alternative
Reference Rate (as applicable) and the applicable Adjustment Spread shall be the Reset Reference
Rate;

(iv)  the Adjustment Spread (or the formula or methodology for determining the Adjustment Spread)
shall be applied to the Successor Rate or the Alternative Reference Rate (as applicable);

(v)  ifthe Independent Adviser or, if the Issuer is unable to appoint an Independent Adviser, the Issuer
determines a Successor Rate or Alternative Reference Rate and, in either case, the applicable
Adjustment Spread in accordance with the above provisions, the Issuer may (without any
requirement for the consent or approval of the Holders) also vary these Conditions and/or the
Fiscal Agency Agreement (such amendments, the “Benchmark Amendments”) in order to
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ensure the proper operation of such Successor Rate or Alternative Reference Rate and/or (in either
case) the applicable Adjustment Spread, including, but not limited to: (x) the day count fraction,
Screen Page, Business Days, Reset Determination Date and/or the definition of Reset Reference
Rate; and (y) the method for determining the fall-back rate in relation to the Notes. For the
avoidance of doubt, the Fiscal Agent and any other agents party to the Fiscal Agency Agreement
shall, at the direction and expense of the Issuer, effect such consequential amendments to the
Fiscal Agency Agreement and these Conditions as may be required in order to give effect to the
application of this Condition 5(7). No consent shall be required from the Holders in connection
with determining or giving effect to the Successor Rate or Alternative Reference Rate (as
applicable) and the Adjustment Spread or such other changes, including for the execution of any
documents or other steps to be taken by the Fiscal Agent and any other agents party to the Fiscal
Agency Agreement (if required, desirable or useful). In connection with any such variation in
accordance with this Condition 5(i)(v), the Issuer shall comply with the rules of any stock
exchange on which the Notes are for the time being listed or admitted to trading; and

(vi)  the Issuer shall promptly, following the determination of any Successor Rate, Alternative
Reference Rate, Adjustment Spread or Benchmark Amendments (as applicable), give notice
thereof to the Fiscal Agent, the Agent Bank and, in accordance with Condition 13, the Holders.
Each such notice shall specify the effective date(s) for such Successor Rate or Alternative
Reference Rate (as applicable), the Adjustment Spread and any Benchmark Amendments.

An Independent Adviser appointed pursuant to this Condition 5(i) shall act in good faith as an expert. In
the absence of bad faith or fraud, the Independent Adviser shall have no liability whatsoever to the
Issuer, the Fiscal Agent, the Agent Bank or the Holders for any determination made by it pursuant to
this Condition 5(i).

Notwithstanding any other provision in this Condition 5(i), no Successor Rate or Alternative Reference
Rate will be adopted, nor will the applicable Adjustment Spread be applied, nor will any Benchmark
Amendments (or any consequential amendments) be made, if, and to the extent that, in the determination
of the Issuer, the same could reasonably be expected to prejudice the qualification of the Notes as Tier
2 Capital.

6 Redemption, Substitution, Variation and Purchase

(@)

(b)

Final Redemption

Unless previously redeemed or purchased and cancelled or (pursuant to Condition 6(f)) substituted, the
Notes will be redeemed at their principal amount, together with accrued and unpaid interest, on 15 July
2029 (the “Maturity Date”). The Notes may not be redeemed at the option of the Issuer other than in
accordance with this Condition 6.

Conditions to Early Redemption, Substitution, Variation and Purchase

Any redemption or purchase of the Notes or any substitution or variation of the terms of the Notes, in
each case in accordance with Conditions 6(c), (d), (e), (f) or (g) is subject to:

(i the Issuer having obtained prior Supervisory Permission therefor and in the case of any
redemption or purchase, if and to the extent then required under prevailing Regulatory Capital
Requirements either:

(x) the Issuer having replaced the Notes with own funds instruments of equal or higher quality at
terms that are sustainable for the income capacity of the Issuer; or
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(d)

(y) the Issuer having demonstrated to the satisfaction of the Competent Authority that the own
funds and eligible liabilities of the Issuer would, following such redemption or purchase, exceed
the minimum capital requirements (including any capital buffer requirements) applicable to the
Issuer by a margin that the Competent Authority considers necessary at such time; and

(if)  in the case of any redemption prior to the fifth anniversary of the Issue Date, if and to the extent
then required under prevailing Regulatory Capital Requirements:

(x) in the case of redemption due to the occurrence of a Tax Event, the Issuer has demonstrated
to the satisfaction of the Competent Authority that the applicable change in tax treatment is
material and was not reasonably foreseeable as at the Issue Date; or

(y) in the case of redemption due to the occurrence of a Capital Disqualification Event, the Issuer
has demonstrated to the satisfaction of the Competent Authority that the relevant change in the
regulatory classification of the Notes was not reasonably foreseeable as at the Issue Date.

Notwithstanding the above conditions, if, prior to the Maturity Date, at the time of any redemption,
substitution, variation or purchase, the prevailing Regulatory Capital Requirements (including any such
Regulatory Capital Requirements which are imposed in order for the Notes to be eligible to qualify as
Tier 2 Capital) permit the repayment, substitution, variation or purchase only after compliance with one
or more alternative or additional pre-conditions to those set out above in this Condition 6(b), the Issuer
shall comply with such other and/or, as appropriate, additional pre-condition(s), if any.

Prior to the publication of any notice of substitution, variation or redemption pursuant to this Condition
6 (other than redemption pursuant to Condition 6(c)), the Issuer shall deliver to the Fiscal Agent to make
available at its registered office to the Holders a copy of (i) a certificate signed by two Directors stating
that the relevant requirement or circumstance giving rise to the right to redeem, substitute or, as
appropriate, vary is satisfied and, in the case of a substitution or variation, that the terms of the relevant
Qualifying Tier 2 Securities comply with the definition thereof in Condition 18 and (ii) in the case of a
redemption pursuant to Condition 6(d) only, an opinion from a nationally recognised law firm or other
tax adviser in the Relevant Jurisdiction, experienced in such matters to the effect that the relevant
requirement or circumstance referred to in the definition of “Tax Event” applies (but, for the avoidance
of doubt, such opinion shall not be required to comment on the ability of the Issuer to avoid such
circumstance by taking measures reasonably available to it).

Issuer’s Call Option

Subject to Condition 6(b), the Issuer may, in its sole discretion, by giving not less than 30 nor more than
60 days’ notice to the Holders in accordance with Condition 13, the Registrar and the Fiscal Agent
(which notice shall be irrevocable), elect to redeem all, but not some only, of the Notes on the Reset
Date at their principal amount, together with any accrued and unpaid interest thereon to (but excluding)
the Reset Date.

Early Redemption Due to Tax Event

If, prior to the giving of the notice referred to below in this Condition 6(d), a Tax Event has occurred
and is continuing, then the Issuer may, subject to Condition 6(b) and having given not less than 30 nor
more than 60 days’ notice to the Holders in accordance with Condition 13, the Registrar and the Fiscal
Agent (which notice shall be irrevocable and shall specify the date for redemption), elect to redeem in
accordance with these Conditions at any time all, but not some only, of the Notes at their principal
amount, together with any accrued and unpaid interest thereon to (but excluding) the date fixed for
redemption. The Issuer shall redeem the Notes on the date fixed for redemption.
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(h)

Early Redemption Due to Capital Disqualification Event

If, prior to the giving of the notice referred to below in this Condition 6(e), a Capital Disqualification
Event has occurred and is continuing, then the Issuer may, subject to Condition 6(b) and having given
not less than 30 nor more than 60 days’ notice to the Holders in accordance with Condition 13, the
Registrar and the Fiscal Agent (which notice shall be irrevocable and shall specify the date for
redemption), elect to redeem in accordance with these Conditions at any time all, but not some only, of
the Notes at their principal amount, together with any accrued and unpaid interest thereon to (but
excluding) the date fixed for redemption. The Issuer shall redeem the Notes on the date fixed for
redemption.

Substitution or Variation

If a Tax Event or a Capital Disqualification Event has occurred and is continuing, then the Issuer may,
subject to Condition 6(b) and having given not less than 30 nor more than 60 days’ notice to the Holders
in accordance with Condition 13, the Registrar and the Fiscal Agent (which notice shall be irrevocable
and shall specify the date for substitution or, as the case may be, variation of the Notes) but without any
requirement for the consent or approval of the Holders, at any time (whether before or following the
Reset Date) either substitute all (but not some only) of the Notes for, or vary the terms of the Notes so
that they remain or, as appropriate, become, Qualifying Tier 2 Securities and may make any required
consequential amendments to the Deed of Covenant and the Fiscal Agency Agreement. Upon the expiry
of such notice, the Issuer shall either vary the terms of or substitute the Notes in accordance with this
Condition 6(f), as the case may be and make any required consequential amendments to the Deed of
Covenant and the Fiscal Agency Agreement.

In connection with any substitution or variation in accordance with this Condition 6(f), the Issuer shall
comply with the rules of any stock exchange on which the Notes are for the time being listed or admitted
to trading.

Purchases

The Issuer may, subject to Condition 6(b), purchase (or otherwise acquire), or procure others to purchase
(or otherwise acquire) beneficially for its account, Notes in any manner and at any price. The Notes so
purchased (or acquired), while held by or on behalf of the Issuer, shall not entitle the Holder to vote at
any meetings of the Noteholders and shall not be deemed to be outstanding for the purposes of
calculating quorums at meetings of the Noteholders.

Cancellation

All Notes redeemed or substituted by the Issuer pursuant to this Condition 6 will forthwith be cancelled.
All Notes purchased by or on behalf of the Issuer may, subject to obtaining any Supervisory Permission
therefor, be held, reissued, resold or, at the option of the Issuer, surrendered for cancellation to the
Registrar. Notes so surrendered, shall be cancelled forthwith. Any Notes so surrendered for cancellation
may not be reissued or resold and the obligations of the Issuer in respect of any such Notes shall be
discharged.

Payments

(@)

Method of Payment

(i Payments of principal shall be made in euro (subject to surrender of the relevant Certificates at
the specified office of any Transfer Agent or of the Registrar if no further payment falls to be
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(d)

made in respect of the Notes represented by such Certificates) in like manner as is provided for
payments of interest in paragraph (ii) below.

(if)  Interest on each Note shall be paid to the person shown in the Register at the close of business on
the business day before the due date for payment thereof (the “Record Date”). Payments of
interest on each Note shall be made in euro by transfer to an account in euro maintained by the
payee with a bank in a city in which banks have access to the TARGET System.

Payments Subject to Laws

Save as provided in Condition 9, payments will be subject in all cases to any applicable fiscal or other
laws, regulations and directives in the place of payment or other laws or regulations to which the Issuer
or its Agents agree to be subject and the Issuer will not be liable for any taxes or duties of whatever
nature imposed or levied by such laws, regulations, directives or agreements. No commissions or
expenses shall be charged to the Holders in respect of such payments.

Payment Initiation

Payment instructions (for value the due date, or if that date is not a business day, for value the first
following day which is a business day) will be initiated on the last day on which the Fiscal Agent is open
for business preceding the due date for payment or, in the case of payments of principal where the
relevant Certificate has not been surrendered at the specified office of any Transfer Agent or of the
Registrar, on a day on which the Fiscal Agent is open for business and on which the relevant Certificate
is surrendered.

Non-Business Days

If any date for payment in respect of any Note is not a business day, the Holder shall not be entitled to
payment until the next following business day nor to any interest or other sum in respect of such
postponed payment. In this Condition 7, “business day” means a day (other than a Saturday or a Sunday)
on which banks and foreign exchange markets are open for business in the place in which the specified
offices of the Registrar and the Fiscal Agent are located and which is a TARGET Business Day.

Enforcement

(@

(b)

Consequences of non-payment and Winding-Up

If the Issuer shall not make payment in respect of the Notes (in the case of payment of principal) for a
period of seven days or more or (in the case of any interest payment) shall not make payment for a period
of 14 days or more, in each case after the date on which such payment is due, the Issuer shall be deemed
to be in default under the Notes and a Holder may, notwithstanding the provisions of Condition 8(b),
institute proceedings for the winding-up of the Issuer.

In the event of a Winding-Up of the Issuer, a Holder may prove and/or claim in such Winding-Up of the
Issuer, such claim being as contemplated in Condition 4(a).

Enforcement

Without prejudice to Condition 8(a), a Holder may at its discretion and without notice institute such
steps, actions or proceedings against the Issuer as it may think fit to enforce any term or condition
binding on the Issuer under the Notes (other than any payment obligation of the Issuer under or arising
from the Notes, including, without limitation, payment of any principal or interest in respect of the Notes,
including any damages awarded for breach of any obligations) and in no event shall the Issuer, by virtue
of the institution of any such steps, actions or proceedings, be obliged to pay any sum or sums, in cash
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or otherwise, sooner than the same would otherwise have been payable by it pursuant to these
Conditions. Nothing in this Condition 8(b) shall, however, prevent a Holder instituting proceedings for
the winding-up of the Issuer and/or proving and/or claiming in any Winding-Up of the Issuer in respect
of any payment obligations of the Issuer arising from the Notes (including any damages awarded for
breach of any obligations) in the circumstances provided in Condition 4(a) and 8(a).

(c)  Extent of Holders’ Remedy

No remedy against the Issuer, other than as referred to in this Condition 8, shall be available to the
Holders, whether for the recovery of amounts owing in respect of the Notes or in respect of any breach
by the Issuer of any of its other obligations under or in respect of the Notes.

Taxation

All payments of principal, interest and any other amounts by or on behalf of the Issuer in respect of the Notes
shall be made free and clear of, and without withholding or deduction for, any present or future taxes, duties,
assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by
the Relevant Jurisdiction, unless such withholding or deduction is required by law. In that event, in respect of
payments of interest (but not principal or any other amount), the Issuer will pay such additional amounts
(“Additional Amounts”) as will result in receipt by the Holders of such amounts as would have been received
by them in respect of payments of interest had no such withholding or deduction been required, except that no
such Additional Amounts shall be payable in respect of any Note:

(@)  held by or on behalf of a Holder who is liable to such taxes, duties, assessments or governmental charges
in respect of such Note by reason of his having some connection with the Relevant Jurisdiction other
than a mere holding of such Note; or

(b)  in respect of which the certificate representing it is presented for payment more than 30 days after the
Relevant Date except to the extent that the Holder thereof would have been entitled to such Additional
Amounts on presenting the same for payment on the last day of such period of 30 days.

References in these Conditions to interest shall be deemed to include any Additional Amounts which may
become payable pursuant to the foregoing provisions.

Notwithstanding any other provisions of these Conditions, all payments of principal, interest and any other
amount by or on behalf of the Issuer in respect of the Notes shall be made net of any deduction or withholding
imposed or required pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue Code
of 1986, as amended (the “Code”), or otherwise imposed pursuant to Sections 1471 through 1474 of the Code
(or any regulations thereunder or official interpretations thereof) or any intergovernmental agreement between
the United States and another jurisdiction facilitating the implementation thereof (or any fiscal or regulatory
legislation, rules or practices implementing such an intergovernmental agreement) (any such withholding or
deduction, a “FATCA Withholding”). Neither the Issuer nor any other person will be required to pay any
Additional Amounts in respect of FATCA Withholding.

Prescription

Claims against the Issuer for payment in respect of the Notes shall be prescribed and become void unless made
within 10 years (in the case of principal) or five years (in the case of interest) from the appropriate Relevant
Date in respect of them.
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11 Meetings of Holders, Modification and Waiver

(@)

(b)

Meetings of Holders

The Fiscal Agency Agreement contains provisions for convening meetings of Holders to consider any
matter affecting their interests, including the sanctioning by Extraordinary Resolution of a modification
of any of these Conditions. Such a meeting may be convened by the Issuer or by Holders holding not
less than 10 per cent. in principal amount of the Notes for the time being outstanding.

The quorum at any such meeting for passing an Extraordinary Resolution will be one or more persons
holding or representing a clear majority in principal amount of the Notes for the time being outstanding,
or at any adjourned meeting one or more persons being or representing Holders whatever the principal
amount of the Notes so held or represented, except that at any meeting the business of which includes
the modification of certain of these Conditions (including, inter alia, the provisions regarding
subordination referred to in Conditions 3 and 4, the terms concerning currency and due dates for payment
of principal or interest payments in respect of the Notes and reducing or cancelling the principal amount
of, or interest on, any Notes or the Interest Rate or varying the method of calculating the Interest Rate)
and certain other provisions of the Fiscal Agency Agreement, the quorum will be one or more persons
holding or representing not less than two-thirds, or at any adjourned meeting not less than one-third, in
principal amount of the Notes for the time being outstanding. The agreement or approval of the Holders
shall not be required in the case of any variation of these Conditions required to be made in the
circumstances described in Condition 6(f) in connection with the variation of the terms of the Notes so
that they become, Qualifying Tier 2 Securities.

An Extraordinary Resolution passed at any meeting of Holders will be binding on all Holders, whether
or not they are present at the meeting.

The Fiscal Agency Agreement provides that a resolution in writing signed by or on behalf of the holders
of not less than 75 per cent. in principal amount of the Notes outstanding shall for all purposes be as
valid and effective as an Extraordinary Resolution passed at a meeting of Holders duly convened and
held. Such a resolution in writing may be contained in one document or several documents in the same
form, each signed by or on behalf of one or more Holders.

The consent or approval of the Holders shall not be required in the case of amendments to the Conditions
pursuant to Condition 5(i) to vary the method or basis of calculating the rate or rates or amount of interest
or the basis for calculating the Reset Rate of Interest in respect of the Notes or for any other variation of
these Conditions and/or the Fiscal Agency Agreement required to be made in the circumstances
described in Condition 5(i), where the Issuer has delivered to the Fiscal Agent a notice pursuant to
Condition 5(i)(vi).

Modification

The Issuer shall only permit any modification of, or any waiver or authorisation of any breach or
proposed breach of or any failure to comply with, the Fiscal Agency Agreement (excluding, for the
avoidance of doubt, the Conditions), if to do so could not reasonably be expected to be prejudicial to the
interests of the Holders.

No modification to these Conditions or any other provisions of the Fiscal Agency Agreement shall
become effective unless (if and to the extent required at the relevant time by the Competent Authority)
the Issuer shall have given at least 30 days’ prior written notice thereof to, and received Supervisory
Permission therefor from, the Competent Authority (or such other period of notice as the Competent
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Authority may from time to time require or accept and, in any event, provided that there is a requirement
to give such notice and obtain such Supervisory Permission).

(c)  Notices

Any such modification, waiver or authorisation shall be notified to the Holders in accordance with
Condition 13 as soon as practicable thereafter.

Replacement of the Notes

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to applicable laws
and, regulations, at the specified office of the Registrar or such other Transfer Agent as may from time to time
be designated by the Issuer for that purpose and notice of whose designation is given to Noteholders, in each
case on payment by the claimant of the fees and costs incurred in connection therewith and on such terms as to
evidence, security, indemnity and otherwise as the Issuer may require (provided that the requirement is
reasonable in light of prevailing market practice). Mutilated or defaced Certificates must be surrendered before
replacements will be issued.

Notices

Notices required to be given to the Holders pursuant to the Conditions shall be mailed to them at their respective
addresses in the Register and deemed to have been given on the third weekday (being a day other than a Saturday
or Sunday) after the date of mailing. The Issuer shall also ensure that all such notices are duly published (if
such publication is required) in a manner which complies with the rules and regulations of any stock exchange
or other relevant authority on which the Notes are for the time being listed and/or admitted to trading.

Further Issues

The Issuer may from time to time without the consent of the Noteholders, but subject to any Supervisory
Permission (if required at the relevant time), create and issue further securities either having the same terms
and conditions as the Notes in all respects (or in all respects except for the first payment of interest on them)
and so that such further issue shall be consolidated and form a single series with the outstanding securities of
any series (including the Notes) or upon such terms as the Issuer may determine at the time of their issue.
References in these Conditions to the Notes include (unless the context requires otherwise) any other securities
issued pursuant to this Condition and forming a single series with the Notes.

Agents

The initial Fiscal Agent, the Registrar, the Agent Bank and the Transfer Agents and their initial specified offices
are listed below. They act solely as agents of the Issuer and do not assume any obligation or relationship of
agency or trust for or with any Noteholder. The Issuer reserves the right at any time to vary or terminate the
appointment of the Fiscal Agent, the Registrar, the Agent Bank and the Transfer Agents and to appoint
replacement agents or other Transfer Agents, provided that it will:

(a) atall times maintain a Fiscal Agent, a Registrar and a Transfer Agent; and

(b)  whenever a function expressed in these Conditions to be performed by the Agent Bank falls to be
performed, appoint and (for so long as such function is required to be performed) maintain an Agent
Bank.

Notice of any such termination or appointment and of any change in the specified offices of the Agents will be
given to the Holders in accordance with Condition 13. If any of the Agent Bank, Registrar or the Fiscal Agent
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is unable or unwilling to act as such or if it fails to make a determination or calculation or otherwise fails to
perform its duties under these Conditions or the Fiscal Agency Agreement (as the case may be), the Issuer shall
appoint an independent financial institution of international repute to act as such in its place. All calculations
and determinations made by the Agent Bank, the Registrar or the Fiscal Agent in relation to the Notes shall
(save in the case of manifest error) be final and binding on the Issuer, the Agent Bank, the Registrar, the Fiscal
Agent and the Holders.

Governing Law and Jurisdiction

(@)

(b)

©

(d)

Governing Law

The Fiscal Agency Agreement, the Notes and any non-contractual obligations arising out of or in
connection with them are governed by, and shall be construed in accordance with, the laws of England,
save that the provisions of Condition 4 relating to the subordination of the Notes and waiver of set-off
are governed by, and shall be construed in accordance with, the laws of Hungary.

Jurisdiction

The courts of England are to have jurisdiction to settle any disputes that may arise out of or in connection
with the Notes and accordingly any legal action or proceedings arising out of or in connection with any
Notes (including any legal action or proceedings relating to non-contractual obligations arising out of or
in connection with them) (“Proceedings”) may be brought in such courts. The Issuer irrevocably submits
to the jurisdiction of the courts of England in respect of any such Proceedings and waives any objection
to Proceedings in any such courts whether on the ground of venue or on the ground that the Proceedings
have been brought in an inconvenient forum. This submission is made for the benefit of each of the
Noteholders and shall not limit the right of any of them to take Proceedings in any other court of
competent jurisdiction nor shall the taking of Proceedings in one or more jurisdictions preclude the
taking of Proceedings in any other jurisdiction (whether concurrently or not).

Service of Process

The Issuer irrevocably appoints Law Debenture Corporate Services Limited at Fifth Floor, 100 Wood
Street, London EC2V 7EX as its agent in England to receive service of process in any Proceedings in
England. If for any reason the Issuer does not have such an agent in England, it will promptly appoint a
substitute process agent and notify the Noteholders of such appointment. Nothing herein shall affect the
right to serve process in any other manner permitted by law.

Acknowledgement of Statutory Loss Absorption Powers

Notwithstanding and to the exclusion of any other term of the Notes or any other agreements,
arrangements, or understanding between the Issuer and the Noteholders, each Noteholder acknowledges
and accepts that a liability arising under the Notes may be subject to the exercise of the Bail-In Tool by
the Resolution Authority, and acknowledges, accepts, and agrees to be bound by:

(@)  theeffect of the exercise of the Bail-In Tool by the Resolution Authority in relation to any liability
of the Issuer to the Noteholders under the Notes, that (without limitation) may include and result
in any of the following, or some combination thereof:

Q) the reduction of all, or a portion, of the liabilities arising under the Notes or outstanding
amounts due thereon;
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(if)  the conversion of all, or a portion, of the liabilities arising under the Notes into shares,
other securities or other obligations of the Issuer or another person, and the issue to or
conferral on the Noteholders of such shares, securities or obligations;

(iif)  the cancellation of the liabilities arising under the Notes; and

(iv)  the amendment or alteration of any interest, if applicable, thereon, the maturity or the dates
on which any payments are due, including by suspending payment for a temporary period;
and

(b)  the variation of the Conditions, as deemed necessary by the Resolution Authority (including,
without limitation, the governing law and jurisdiction), to give effect to the exercise of the Bail-
In Tool by the Resolution Authority.

Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Notes by virtue of the Contracts (Rights
of Third Parties) Act 1999.

Definitions

In these Conditions:

“Additional Amounts” has the meaning given to it in Condition 9;

“Agent Bank” has the meaning given to it in the preamble to these Conditions;

“Adjustment Spread” means either (a) a spread (which may be positive, negative or zero) or (b) a formula or
methodology for calculating a spread in each case applied to with the Successor Rate or the Alternative
Reference Rate (as applicable) and is the spread, formula or methodology which:

(&)  in the case of a Successor Rate, is formally recommended in relation to the replacement of the Reset
Reference Rate with the Successor Rate by any Relevant Nominating Body; or (if no recommendation
has been made or in the case of an Alternative Reference Rate)

(b)  the Independent Adviser, or if the Issuer is unable to appoint an Independent Adviser, the Issuer
determines is customarily applied to the relevant Successor Rate or the Alternative Reference Rate (as
applicable) in international debt capital markets transactions to produce an industry-accepted
replacement rate for the Reset Reference Rate; or (if the Independent Adviser or the Issuer, as the case
may be, determines that no such spread is customarily applied)

(c) the Independent Adviser, or if the Issuer is unable to appoint an Independent Adviser, the Issuer
determines is recognised or acknowledged as being the industry standard for over-the-counter derivative
transactions which reference the Reset Reference Rate, where such rate has been replaced by the
Successor Rate or the Alternative Reference Rate (as applicable);

“Alternative Reference Rate” means the rate that the Independent Adviser, or if the Issuer is unable to appoint
an Independent Adviser, the Issuer determines has replaced the Reset Reference Rate customarily applied in
international debt capital markets transactions for the purposes of determining rates of interest (or the relevant
component part thereof) in respect of bonds denominated in euro and of a duration corresponding to the Reset
Period;

“Bail-In Tool” means the mechanism for effecting the exercise by the Resolution Authority of the write-down
and conversion powers in relation to liabilities of an institution:

49



(@) prior to resolution in accordance with Sections 74 — 79;
(b)  under resolution in accordance with paragraphs d) to h) of subsection (1) of Section 84; or
(c) under resolution in accordance with Sections 57 to 61 and/or Sections 69 to 73,

of Act XXXVII of 2014 on the improvement of the institutional system strengthening the security of certain
participants of the financial intermediary system and any other law or regulation implementing, amending or
superseding the provisions of such act or Directive 2014/59/EU establishing a framework for the recovery and
resolution of credit institutions and investment firms;

“Benchmark Amendments” has the meaning given to it in Condition 5(i)(v);
“Benchmark Event” means:

(&)  the Reset Reference Rate ceasing to be published for a period of at least five Business Days or ceasing
to exist; or

(b)  apublic statement by the administrator of the Reset Reference Rate (or of a benchmark which is used to
determine the Reset Reference Rate) that it has ceased or that it will cease to publish the Reset Reference
Rate (or such benchmark) permanently or indefinitely (in circumstances where no successor
administrator has been appointed that will continue publication of the Reset Reference Rate or such
benchmark); or

(c)  apublic statement by the supervisor of the administrator of the Reset Reference Rate (or of a benchmark
which is used to determine the Reset Reference Rate) that the Reset Reference Rate (or such benchmark)
has been or will be permanently or indefinitely discontinued; or

(d)  apublic statement by the supervisor or the administrator of the Reset Reference Rate (or of a benchmark
which is used to determine the Reset Reference Rate) as a consequence of which the Reset Reference
Rate (or such benchmark) will be prohibited from being used either generally or in respect of the Notes;
or

(e) it has become unlawful for the Agent, the Agent Bank or any other agents party to the Fiscal Agency
Agreement to calculate any payments due to be made to any Noteholder using the Reset Reference Rate;

“Business Day” means a day which is a TARGET Business Day;
“Calculation Amount” means €1,000 in principal amount;

“Capital Disqualification Event” is deemed to have occurred if there is a change (which has occurred or which
the Competent Authority considers to be sufficiently certain) in the regulatory classification of the Notes which
becomes effective after the Issue Date and that results, or would be likely to result, in some of or the entire
principal amount of the Notes being excluded from the Tier 2 Capital of the Issuer and, for the avoidance of
doubt, any amortisation of the Notes pursuant to Article 64 of the CRR shall not comprise a Capital
Disqualification Event;

“Competent Authority” means the National Bank of Hungary or such other authority having primary
supervisory authority with respect to prudential matters concerning the Issuer and/or the Group;

“Conditions” means these terms and conditions of the Notes, as amended from time to time;

“CRR” means the Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June
2013 on prudential requirements for credit institutions and investment firms and amending Regulation (EU) No
648/2012 (Capital Requirements Regulation), as amended or replaced from time to time, and any references in
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these Conditions to relevant Articles of the CRR include references to any applicable provisions of law
amending or replacing such Articles from time to time;

“Directors” means the directors of the Issuer;

“EEA Regulated Market” means a market as defined by Article 4.1 (21) of Directive 2014/65/EU (as amended
or superseded) of the European Parliament and of the Council on markets in financial instruments;

“€” or “euro” means the single currency introduced at the start of the third stage of European Economic and
Monetary Union pursuant to the Treaty of Rome establishing the European Communities as amended;

“Fiscal Agency Agreement” has the meaning given to it in the preamble to these Conditions;
“Fiscal Agent” has the meaning given to it in the preamble to these Conditions;

“Group” means the Issuer and its subsidiaries;

“Holder” has the meaning given to it in Condition 1(a);

“IA Determination Cut-Off Date” means the day falling no later than five Business Days prior to the Reset
Determination Date;

“Independent Adviser” means an independent financial institution of international repute or other independent
financial adviser with appropriate experience in the international debt capital markets, in each case appointed
by the Issuer at the Issuer’s expense;

“Initial Fixed Interest Rate” has the meaning given to it in Condition 5(c);

“Initial Fixed Rate Interest Period” means the period from (and including) the Issue Date to (but excluding)
the Reset Date;

“Interest Payment Date” means 15 July in each year, starting on (and including) 15 July 2020;

“Interest Period” means the period beginning on (and including) the Issue Date and ending on (but excluding)
the first Interest Payment Date and each successive period beginning on (and including) an Interest Payment
Date and ending on (but excluding) the next succeeding Interest Payment Date;

“Interest Rate” means the Initial Fixed Interest Rate and/or the Reset Rate of Interest, as the case may be;
“Issue Date” means 15 July 2019, being the date of the initial issue of the Notes;

“Issuer” means OTP Bank Nyrt., with its registered head office as at the Issue Date at Nador utca 16, 1051
Budapest, Hungary and registration number Cg 01-10-041585;

“Margin” means 3.20 per cent.;

“Market” means the EEA Regulated Market of the Luxembourg Stock Exchange;
“Maturity Date” has the meaning given to it in Condition 6(a);

“Noteholder” has the meaning given to it in Condition 1;

“Notes” has the meaning given to it in the preamble to these Conditions;

“Official List” means the official list of the Luxembourg Stock Exchange;
“Qualifying Tier 2 Securities” means securities issued directly by the Issuer that:

@) (other than in respect of, or in order to ensure, the effectiveness and enforceability of Condition 16(d))
have terms not materially less favourable to an investor than the terms of the Notes (as reasonably
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determined by the Issuer in consultation with an investment bank or financial adviser of international
standing (which in either case is independent of the Issuer) prior to the issue or, as appropriate, variation
of the relevant securities), and, subject thereto, which (1) contain terms which comply with the then
current requirements of the Competent Authority in relation to Tier 2 Capital; (2) provide for the same
Interest Rate and Interest Payment Dates from time to time applying to the Notes; (3) rank at least pari
passu with the ranking of the Notes; (4) preserve the obligations (including the obligations arising from
the exercise of any right) of the Issuer as to redemption of the Notes, including (without limitation) as
to timing of, and amounts payable upon, such redemption; (5) preserve any existing rights under these
Conditions to any accrued interest or other amounts which have not been paid; (6) (other than as
envisaged by Condition 16(d)) do not contain terms which provide for interest cancellation or deferral;
and (7) (other than as envisaged by Condition 16(d)) do not contain terms providing for loss absorption
through principal write down or conversion to ordinary shares; and

(b)  are (i) listed on the Official List and admitted to trading on the Market or (ii) listed on such other
internationally recognised stock exchange, which is commonly used for the listing and trading of debt
securities in the international bond markets, as selected by the Issuer; and

(c)  where the Notes which have been substituted or varied had a published rating from a Rating Agency
immediately prior to their substitution or variation, each such Rating Agency has ascribed, or announced
its intention to ascribe, an equal or higher published rating to the relevant Qualifying Tier 2 Securities;

“Rating Agency” means Moody’s Investors Service Cyprus Ltd or its successors;
“Record Date” has the meaning given to it in Condition 7(a);

“Register” has the meaning given to it in Condition 1(b);

“Registrar” has the meaning given to it in the preamble to these Conditions;

“Regulatory Capital Requirements” means at any time, any requirement contained in the laws, regulations,
requirements, guidelines and policies of the Competent Authority, Hungary, the European Banking Authority
or the European Parliament and/or Council then in effect in Hungary relating to capital adequacy and applicable
to the Issuer and/or the Group;

“Relevant Date” means (i) in respect of any payment other than a sum to be paid by the Issuer in a Winding-
Up of the Issuer, the date on which payment in respect of it first becomes due or (if any amount of the money
payable is improperly withheld or refused) the date on which payment in full of the amount outstanding is made
or (if earlier) the date seven days after that on which notice is duly given to the Noteholders that, upon further
surrender of the Certificate representing such Note being made in accordance with the Conditions, such payment
will be made, provided that payment is in fact made upon such surrender, and (ii) in respect of a sum to be paid
by the Issuer in a Winding-Up of the Issuer, the date which is one day prior to the date on which an order is
made or a resolution is passed for the Winding-Up;

“Relevant Jurisdiction” means Hungary or any political subdivision or any authority thereof or therein having
power to tax or any other jurisdiction or any political subdivision or any authority thereof or therein having
power to tax to which the Issuer becomes subject in respect of payments made by it of principal and/or interest
on the Notes;

“Relevant Nominating Body” means, in respect of the Reset Reference Rate:

(8)  the central bank for euro, or any central bank or other supervisory authority which is responsible for
supervising the administrator of the Reset Reference Rate (or of a benchmark which is used to determine
the Reset Reference Rate); or
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(b)  any working group or committee sponsored by, chaired or co-chaired by or constituted at the request of:
(i) the central bank for euro; (ii) any central bank or other supervisory authority which is responsible for
supervising the administrator of the Reset Reference Rate (or of a benchmark which is used to determine
the Reset Reference Rate); (iii) a group of the aforementioned central banks or other supervisory
authorities; or (iv) the Financial Stability Board or any part thereof;

“Reset Date” means 15 July 2024;

“Reset Determination Date” means, in respect of the Reset Period, the day falling two TARGET Business
Days prior to the first day of the Reset Period,;

“Reset Period” means the period from and including the Reset Date to but excluding the Maturity Date;
“Reset Rate of Interest” has the meaning given to it in Condition 5(d);

“Reset Reference Banks” means five leading swap dealers in the principal interbank market relating to euro
selected by the Issuer in its discretion after consultation with the Agent Bank (which dealers shall each be
independent of the Issuer);

“Reset Reference Rate” means in respect of the Reset Period:

(&)  the applicable annualised mid-swap rate for swap transactions in euro (with a maturity equal to five
years) as displayed on the Screen Page at 11.00 a.m. (Central European Time) on the Reset
Determination Date; or

(b)  ifsuchrate is not displayed on the Screen Page at such time and date due to the occurrence, in the opinion
of the Issuer, of a Benchmark Event, Condition 5(i) will apply and if a Successor Rate, failing which an
Alternative Reference Rate and, in either case, an Adjustment Spread and any Benchmark Amendments
are determined in accordance with such Condition on or before the Reset Determination Date, then the
Reset Reference Rate will be the Successor Rate or Alternative Reference Rate (in each case reflecting
the Adjustment Spread) on the Reset Determination Date, all as determined in accordance with Condition
5(i). If, in such circumstances, no Successor Rate or Alternative Reference Rate has been so determined
or adopted, the Reset Reference Rate will be the mid-swap rate for swap transactions in euro (with a
maturity corresponding to the Reset Period) which was last displayed on the Screen Page prior to the
Reset Determination Date; or

(c)  if such rate is not displayed on the Screen Page at such time and, in the opinion of the Issuer, no
Benchmark Event has occurred, Condition 5(i) will not apply and the Reset Reference Rate will be the
Reset Reference Bank Rate (as defined below). If, in such circumstances, no Mid-Swap Quotations are
provided, the Reset Reference Rate will be the mid-swap rate for swap transactions in euro (with a
maturity equal to the Reset Period) which was last displayed on the Screen Page prior to the Reset
Determination Date.

Where:

“Mid-Swap Quotations” means the arithmetic mean of the bid and offered rates for the annual fixed leg
(calculated on a 30/360 day count basis) of a fixed for floating interest rate swap transaction in euro which (a)
has a term commencing on the Reset Date which is equal to 5 years; (ii) is in an amount that is representative
of a single transaction in the relevant market at the relevant time with an acknowledged dealer of good credit
in the relevant swap market; and (iii) has a floating leg based on the 6-month EURIBOR rate (calculated on an
Actual/360 day count basis);

“Reset Reference Bank Rate” means the percentage rate determined on the basis of the Mid-Swap Quotations
provided by the Reset Reference Banks to the Agent Bank at or around 11:00 a.m. (Central European Time) on
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the Reset Determination Date and rounded, if necessary, to the nearest 0.001 per cent. (0.0005 per cent. being
rounded upwards). If at least four quotations are provided, the Reset Reference Bank Rate will be the rounded
arithmetic mean of the quotations provided, eliminating the highest quotation (or, in the event of equality, one
of the highest) and the lowest quotation (or, in the event of equality, one of the lowest). If only two or three
guotations are provided, the Reset Reference Bank Rate will be the rounded arithmetic mean of the quotations
provided. If only one quotation is provided, the Reset Reference Bank Rate will be the rounded quotation
provided;

“Screen Page” means Reuters screen page “ICESWAP2 / EURSFIXA”, or such other screen page as may
replace it on Thomson Reuters or, as the case may be, on such other information service that may replace
Thomson Reuters, in each case, as may be nominated by the person providing or sponsoring the information
appearing there for the purpose of displaying comparable rates;

“Resolution Authority” means the National Bank of Hungary (Magyar Nemzeti Bank) or such other authority
pursuant to Section 4 (8) of Act CXXXIX of 2013 on the National Bank of Hungary which is responsible for
recovery and resolution of the Issuer (including, but not limited to, applying the Bail-In Tool) on an individual
and/or consolidated basis;

“Senior Creditors” means (a) creditors of the Issuer who are unsubordinated creditors of the Issuer; and (b)
creditors of the Issuer whose claims are or are expressed to be subordinated to the claims of other creditors of
the Issuer (other than those whose claims are in respect of obligations which constitute, or would but for any
applicable limitation on the amount of such capital, constitute, Tier 1 Capital or Tier 2 Capital or whose claims
rank or are expressed to rank pari passu with, or junior to, the claims of Holders in respect of the Notes);

“Successor Rate” means a successor to or replacement of the Reset Reference Rate which is formally
recommended by any Relevant Nominating Body;

“Supervisory Permission” means, in relation to any action, such supervisory permission (or, as appropriate,
waiver) as is required therefor under prevailing Regulatory Capital Requirements (if any);

“TARGET Business Day” means a day on which the TARGET System is operating;

“TARGET System” means the Trans European Real-Time Gross Settlement Express Transfer (known as
TARGET2) System which was launched on 19 November 2007 or any successor thereto);

“Tax Event” is deemed to have occurred if, as a result of a Tax Law Change, in making any payments on the
Notes, the Issuer has paid or will or would on the next payment date be required to pay Additional Amounts
and the Issuer could not avoid the foregoing by taking measures reasonably available to it;

“Tax Law Change” means a change in, or amendment to, the laws or regulations of a Relevant Jurisdiction,
including any treaty to which such Relevant Jurisdiction is a party, or any change in the application of official
or generally published interpretation of such laws, including a decision of any court or tribunal, or any
interpretation or pronouncement by any relevant tax authority that provides for a position with respect to such
laws or regulations that differs from the previously generally accepted position in relation to similar
transactions, which change or amendment (x) (subject to (y)) becomes effective on or after the Issue Date, or
(y) in the case of a change, if such change is enacted, on or after the Issue Date;

“Tier 1 Capital” has the meaning given to it from time to time by the Competent Authority or the applicable
prudential rules;

“Tier 2 Capital” has the meaning given to it from time to time by the Competent Authority or the applicable
prudential rules;

“Transfer Agents” has the meaning given to it in the preamble to these Conditions; and
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“Winding-Up” means the ordering by any competent court for the liquidation (felszdmoléas) of the Issuer in
accordance with Act XLIX of 1991 on Bankruptcy and Liquidation Proceedings of Hungary.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE
REPRESENTED BY THE GLOBAL CERTIFICATE

The following is a summary of the provisions to be contained in the Fiscal Agency Agreement and in the Global
Certificate which will apply to, and in some cases modify the effect of, the Conditions while the Notes are
represented by the Global Certificate:

Initial Issue of Certificates

The Global Certificate will be registered in the name of a nominee (the “Registered Holder”) for a common
depositary for Euroclear and Clearstream, Luxembourg (the “Common Depositary”) and may be delivered on
or prior to the original issue date of the Notes.

Upon the registration of the Global Certificate in the name of any nominee for Euroclear and Clearstream,
Luxembourg and delivery of the Global Certificate to the Common Depositary, Euroclear or Clearstream,
Luxembourg will credit each subscriber with a principal amount of Notes equal to the principal amount thereof
for which it has subscribed and paid.

Relationship of Accountholders with Clearing Systems

Each of the persons shown in the records of Euroclear, Clearstream, Luxembourg or any other clearing system
(an “Alternative Clearing System™) as the holder of a Note represented by a Global Certificate must look
solely to Euroclear, Clearstream, Luxembourg or any such Alternative Clearing System (as the case may be)
for his share of each payment made by the Issuer to the holder of the Global Certificate and in relation to all
other rights arising under the Global Certificate, subject to and in accordance with the respective rules and
procedures of Euroclear, Clearstream, Luxembourg, or such Alternative Clearing System (as the case may be).
Such persons shall have no claim directly against the Issuer in respect of payments due on the Note for so long
as the Notes are represented by the Global Certificate and such obligations of the Issuer will be discharged by
payment to the holder of the Global Certificate in respect of each amount so paid.

Exchange of the Global Certificate

The following will apply in respect of transfers of Notes held in Euroclear or Clearstream, Luxembourg or any
Alternative Clearing System. These provisions will not prevent the trading of interests in the Notes within a
clearing system whilst they are held on behalf of such clearing system, but will limit the circumstances in which
the Notes may be withdrawn from the relevant clearing system.

Transfers of the holding of Notes represented by the Global Certificate pursuant to Condition 2(a) may only be
made in part:

() if the Notes represented by the Global Certificate are held on behalf of Euroclear or Clearstream,
Luxembourg or an Alternative Clearing System and any such clearing system is closed for business for
a continuous period of 14 days (other than by reason of holidays, statutory or otherwise) or announces
an intention permanently to cease business or does in fact do so; or

(if)  upon or following any failure to pay principal in respect of any Notes when it is due and payable,

provided that, in the case of the first transfer of part of a holding pursuant to paragraph (i) or (ii) above, the
holder of the Notes represented by the Global Certificate has given the Registrar not less than 30 days’ notice
at its specified office of such holder’s intention to effect such transfer. Where the holding of Notes represented
by the Global Certificate is only transferable in its entirety, the Certificate issued to the transferee upon transfer

56



of such holding shall be a Global Certificate. Where transfers are permitted in part, Certificates issued to
transferees shall not be Global Certificates unless the transferee so requests and certifies to the Registrar that it
is, or is acting as a nominee for, Clearstream, Luxembourg, Euroclear and/or an Alternative Clearing System.

Calculation of Interest

For so long as all of the Notes are represented by the Global Certificate and such Global Certificate is held on
behalf of Euroclear and Clearstream, Luxembourg, interest shall be calculated on the basis of the aggregate
principal amount of the Notes represented by the Global Certificate, and not per Calculation Amount as
provided in Condition 5.

Payments

All payments in respect of Notes represented by a Global Certificate will be made to, or to the order of, the
person whose name is entered on the Register at the close of business on the record date which (notwithstanding
Condition 7) shall be on the Clearing System Business Day immediately prior to the date for payment, where
“Clearing System Business Day” means Monday to Friday inclusive except 25 December and 1 January.

Notices

For so long as the Notes are represented by the Global Certificate and such Global Certificate is held on behalf
of Euroclear and Clearstream, Luxembourg, notices may be given to the Holders by delivery of the relevant
notice to Euroclear and/or Clearstream, Luxembourg (as the case may be) for communication to their respective
accountholders in substitution for publication as required by the Conditions provided that, for so long as the
Notes are listed on the Luxembourg Stock Exchange or on any other stock exchange, notices will also be given
in accordance with any applicable requirements of such stock exchange. Any such notices delivered to the
Luxembourg Stock Exchange will also be published on its website www.bourse.lu for so long as its rules so
require. Any notice shall be deemed to have been given on the date of delivery or publication which, in the case
of communication through Euroclear and Clearstream, Luxembourg, shall mean the date on which the notice is
delivered to Euroclear and Clearstream, Luxembourg.

Prescription

Claims against the Issuer in respect of any amounts payable in respect of the Notes represented by the Global
Certificate will be prescribed after 10 years (in the case of principal) and five years (in the case of interest) from
the appropriate Relevant Date (as defined in Condition 18).

Meetings
For the purposes of any meeting of the Holders, the holder of the Notes represented by the Global Certificate

shall be treated as being entitled to one vote in respect of each €1.00 in principal amount of the Notes.

Electronic Consent and Written Resolution

For so long as the Notes are in the form of a Global Certificate registered in the name of any nominee for one
or more of Euroclear and Clearstream, Luxembourg or another clearing system, then, in respect of any
resolution proposed by the Issuer:

() where the terms of the proposed resolution have been notified to the Holder through the relevant clearing
system(s), the Issuer shall be entitled to rely upon approval of such resolution proposed by the Issuer
given by way of electronic consents communicated through the electronic communications systems of
the relevant clearing system(s) in accordance with their operating rules and procedures by or on behalf
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(i)

of the holders of not less than 75 per cent. in principal amount of the Notes outstanding (“Electronic
Consent”). The Issuer shall not be liable or responsible to anyone for such reliance; and

where Electronic Consent is not being sought, for the purpose of determining whether a written
resolution has been validly passed, the Issuer shall be entitled to rely on consent or instructions given in
writing directly to the Issuer, as the case may be, by (a) accountholders in the clearing system(s) with
entitlements to such Global Certificate and/or, (b) where the accountholders hold any such entitlement
on behalf of another person, the person identified by that accountholder as the person for whom such
entitlement is held. For the purpose of establishing the entitlement to give any such consent or instruction,
the Issuer shall be entitled to rely on any certificate or other document issued by, in the case of (a) above,
Euroclear, Clearstream, Luxembourg or any other relevant Alternative Clearing System (the “relevant
clearing system”) and, in the case of (b) above, the relevant clearing system and the accountholder
identified by the relevant clearing system for the purposes of (b) above. Any resolution passed in such
manner shall be binding on all Holders, even if the relevant consent or instruction proves to be defective.
Any such certificate or other document shall, in the absence of manifest error, be conclusive and binding
for all purposes. Any such certificate or other document may comprise any form of statement or print
out of electronic records provided by the relevant clearing system (including Euroclear’s EUCLID or
Clearstream, Luxembourg’s CreationOnline system) in accordance with its usual procedures and in
which the accountholder of a particular principal or nominal amount of the Notes is clearly identified
together with the amount of such holding. The Issuer shall not be liable to any person by reason of having
accepted as valid or not having rejected any certificate or other document to such effect purporting to be
issued by any such person and subsequently found to be forged or not authentic.

Euroclear and Clearstream, Luxembourg

References in the Global Certificate and this summary to Euroclear and Clearstream, Luxembourg shall be

deemed to include references to any other clearing system approved for the purposes of the Notes by the

Registrar.
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USE OF PROCEEDS

The net proceeds from the issue of the Notes will be used by the Issuer for its general corporate purposes, which
include making a profit, to strengthen the capital base of the Issuer and to optimise the composition of its own
funds.
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DESCRIPTION OF THE OTP GROUP’S BUSINESS

Introduction

The Issuer is an operating parent company of its corporate group. The OTP Group provides universal banking
services through several domestic and foreign subsidiaries. In Hungary, traditional banking operations are
performed by the Issuer while specialised services, including car leasing, mortgage lending and investment
funds, are offered by the Issuer’s subsidiaries. In addition to operating in Hungary, the OTP Group currently
operates, through its subsidiaries, in nine further countries: Albania, Bulgaria, Croatia, Montenegro, Romania,
Russia, Serbia, Slovakia and Ukraine. After the successful completion of the acquisitions announced in 2019,
the OTP Group is expected to also have operations in Moldova and Slovenia. The Issuer currently has two
representative offices (with non-banking activities, with the sole aim of representing and promoting the Issuer
in the given country), one is located in Beijing, China, and the other one is located in Eschborn, Germany. As
at 31 March 2019, the OTP Group provides financial services through 1,574 branches, agent networks and
electronic channels. The OTP Group’s total assets were close to EUR 50 billion as at 31 March 2019, out of
which close to 45 per cent. was in Hungary. The next four largest foreign operations comprised 43 per cent. of
the OTP Group’s total assets (Bulgaria 22 per cent., Croatia 11 per cent., Romania 5 per cent. and Russia 5 per
cent.). The Issuer’s management believe the Issuer to be the market leader in terms of total assets in Hungary
and Bulgaria, among the leading banking players in Croatia and among the largest consumer lending institutions
in Russia.

History

The predecessor of the Issuer, the National Savings Bank (Orszdgos Takarékpénztar), was established in 1949
as a nationwide, state-owned banking entity providing retail services in relation to bank accounts, savings
accounts and loans. Its activities and the scope of its authorisation have gradually widened. It was initially
authorised to enter into real estate transactions. Thereafter, its role was extended to provide domestic foreign
currency accounts and foreign exchange services as well as banking services for Hungarian municipalities. In
1989, the National Savings Bank started operating as a universal commercial bank. In addition to continuing
its previous retail and municipal activities, the National Savings Bank became authorised to offer services in
respect of corporate loan accounts and deposits and to provide commercial loans and banking services for
corresponding banking and export-import transactions.

In 1990, the National Savings Bank became a public company with a share capital of HUF 23 billion. Its name
was changed to National Savings and Commercial Bank (OTP Bank Rt.). Subsequently, its non-banking
activities were separated from it, along with their supporting organisational units. The state lottery was
reorganised into a separate state-owned company and OTP Real Estate Ltd. was established as a subsidiary of
the Issuer.

The Issuer’s privatisation began in 1995. As a result of three public offerings accompanied by the listing of the
Issuer’s shares on the Budapest Stock Exchange, the state’s ownership in the Issuer decreased to a single voting
preference (golden) share. The law on abolishing the voting preference share of the state came into effect on 21
April 2007. Currently, the Issuer’s ownership structure is dispersed with its shares mostly held by institutional
(financial) and private investors.

After the completion of its privatisation, the Issuer started its international expansion, targeting countries in the
CEE region, which were considered to offer economic growth potential similar to that of its domestic market.

The Issuer has completed several acquisitions during the period 2002-2007 becoming one of the key players in
the CEE region. By the end of 2006, the Issuer operated in nine countries. During the period 2014-2016, the
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OTP Group completed three further acquisitions to enhance its presence in markets where it was already present.
Between December 2016 and the date of this Prospectus, the OTP Group completed four further acquisitions
including commencing operations in Albania. In 2018 and 2019, the OTP Group announced four more
acquisitions in the region and it is anticipated that these transactions will be completed during 2019. Please see
“Description of the OTP Group’s business — Business Overview — History of recent acquisitions to date” below.

The following table sets out the total assets evolution of the OTP Group in the period between 1995 and
1Q 2019:

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Total assets
(EUR billion) .........ccceeee. 4.3 5.0 5.7 6.5 7.3 7.7 9.3 11.5 13.2 16.9 20.6 28.1 334
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 1Q 2019
Total assets
(EUR billion) ........cccceeev. 354 36.0 35.1 32.8 34.7 35 34.8 34 36 425 45.4 50.2

The corporate name of the Issuer is OTP Bank Nyrt. The Issuer’s corporate name in English is OTP Bank Plc.
The Issuer has its registered seat at Nador utca 16., 1051 Budapest, Hungary, its telephone number is: +36 1
473 5000. It was founded on 31 December 1990 for an indefinite period of time and was registered with the
Metropolitan Court of Budapest on 28 November 1991 as a company limited by shares (in Hungarian:
részvénytarsasdag) under the registration number of Cg 01-10-041585. The Issuer’s Legal Entity Identifier (LEI)
15 529900W3MOOO00A18X956. The Issuer operates under Hungarian law, in particular, under Act CCXXXVII
0of 2013 on Credit Institutions and Financial Enterprises (the “Credit Institutions Act”), Act CXX of 2001 on
the capital markets (the “Capital Markets Act”) and Act CXXXVIII of 2007 on investment firms and
commodity service providers and on the rules of their activities (the “Investment Firms Act”).

Shareholder Structure

The Issuer’s registered capital is HUF 28,000,001,000, divided into 280,000,010 dematerialised ordinary shares
with a nominal value of HUF 100 each. The ordinary shares of the Issuer all have the same nominal value and
bestow the same rights in respect of the Issuer. Ordinary shares of the Issuer are listed in Category “Equities
Prime” on the Budapest Stock Exchange.

Ownership structure of the Issuer as at 31 March 2019
Total equity

31 March 2019

Description of owner % %W Qty
Domestic institution/company 18.88 19.03 52,854,788
Foreign institution/company ....... 59.38 59.85 166,253,560
Domestic individual .................... 3.25 3.28 9,112,499
Foreign individual ....................... 0.08 0.08 227,137
Employees, senior officers.......... 0.83 0.84 2,329,999
Treasury shares®..........c.cccoovurunne. 0.80 0.00 2,233,521
Government held owner .............. 0.08 0.08 219,372
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Total equity

31 March 2019

Description of owner % %D Qty
Domestic institution/company 18.88 19.03 52,854,788
International Development Institutions

.................................................... 0.05 0.05 129,795
Other® ..o 16.66 16.79 46,639,339
TOTAL ..ot 100.00 100.00 280,000,010

Notes:
(1) Voting rights in the General Meeting of the Issuer for participation in decision-making.

(2) Treasury shares do not include the OTP shares held by OTP Bank Employee Stock Ownership Plan Organisation
(“ESOP”). Pursuant to Act V of 2013 on the Civil Code, OTP shares held by the ESOP are not classified as treasury
shares, but the ESOP must be consolidated in accordance with IFRS 10 Consolidated Financial Statements standard.
On 31 March 2019, ESOP owned 1,732,972 OTP shares.

(3) Non-identified shareholders according to the shareholders’ registry.

Source: OTP Bank Plc. - Summary of the first quarter 2019 results, Budapest, 10 May 2019

To the extent known by the Issuer, direct and/or indirect shareholders of the Issuer with over/around
5 per cent. stake as at 31 March 2019

Voting
Name Number of shares Ownership® rightsV®
MOL (Hungarian Oil and Gas Company Plc.) .. 24,000,000 8.57% 8.64%
KAFIJAT Ltd. ..o 20,228,951 7.22% 7.28%
OPUS Securities S.A. .....cccoovvveiviieiereiene e 14,496,476 5.18% 5.22%
Groupama GroUpP ........ccceevriieeriir e 14,337,609 5.12% 5.16%

Notes:

(1) Rounded to two decimals.

(2) Voting rights in the General Meeting of the Issuer for participation in decision-making.
Source: OTP Bank Plc. - Summary of the first quarter 2019 results, Budapest, 10 May 2019

Detailed information on the major shareholders of the Issuer as at 31 March 2019

MOL (Hungarian Oil and Gas Company Plc.)

MOL is one of the largest oil and gas companies in the CEE region and is headquartered in Budapest, Hungary.
MOL is primarily engaged in the exploration and production of crude oil and natural gas, the refining of crude
oil, wholesale and retail sales of refined petroleum products and the production and sale of petrochemicals. In
addition, the MOL Group is involved in gas infrastructure services.

On 16 April 2009, the Issuer and MOL concluded a three-year share swap transaction, under which the Issuer
has exchanged 24,000,000 ordinary shares in the Issuer for 5,010,501 “A series” MOL shares. As a result of the
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transaction, MOL became a shareholder in the Issuer with 8.57 per cent. holding of ordinary shares. MOL has
no representation on either the Board of Directors or the Supervisory Board of the Issuer.

As part of the transaction, both parties were granted call and put options to initiate the gross physical settlement
of shares back to the respective issuer at any time on or before 11 July 2012. There is no compulsory settlement
of shares at the maturity of the swap agreement. The swap agreement contains additional settlement provisions
in case of certain movements in relative share prices of the parties subject to net cash or net share settlement,
as set out in the swap agreement. In July 2012 and 2017, the maturity of the transaction was increased by five
years on each occasion and, therefore, the amended final maturity of the swap agreement is 11 July 2022. Until
such date, either party may initiate cash or physical settlement of the transaction, as set out in the swap
agreement.

At the time of the transaction, due to the loss of control over the exchanged shares in the Issuer, the shares in
the Issuer were derecognised from the balance sheet of the Issuer. At the same time, the written put option over
the shares in the Issuer were accounted as a deduction from equity in the amount of HUF 55.5 billion, which
was equal to the carrying value of the exchanged shares in the Issuer at the time of derecognition. The received
MOL shares are not recognised in the balance sheet of the Issuer. In addition, the net present value of the
transaction is accounted for in the balance sheet amongst Derivative financial instruments, which represented
HUF 5.3 billion as at 31 March 2019.

Kafijat Ltd.

Kafijat Ltd. is a corporation registered in Hungary and has no representation on either the Board of Directors
or the Supervisory Board of the Issuer.

OPUS Securities S.A. (OPUS)

In October 2006, OPUS, a special purpose vehicle set up as a securitisation vehicle incorporated in Luxembourg,
issued the ICES, that were exchangeable into ordinary shares of the Issuer. The net proceeds from the issue of
the ICES were used by OPUS to fund the purchase from the OTP Group of 14.5 million shares in the Issuer.
Since the issue of the ICES, the effects of the transaction have been included in the consolidated financial
statements of the Issuer. The Opus Transaction are recognised as Tier 2 in the consolidated regulatory capital
of the Issuer in the amount of approximately HUF 90 billion as at 31 December 2018. According to CRR 1I,
starting from 2022, the Opus Transaction cannot be taken into account in the consolidated regulatory capital of
the Issuer. Shares in the Issuer held by OPUS are carried at historical cost and are deducted from the
consolidated capital of the Issuer.

Groupama Group

In February 2008, an agreement was made between the Issuer and the French Groupama Group, with respect
to the purchase by Groupama Group of a 100 per cent. shareholding in Garancia Insurance. This transaction
boosted the OTP Group’s profit and strengthened its capital position with a one-off revenue item of HUF 121.4
billion. As a part of the transaction, the Issuer and Groupama Group concluded a long-term cooperation
agreement with each other regarding the cross-selling of financial and insurance products. In addition to this,
Groupama Group appeared as a strategic owner among the shareholders of the Issuer with its significant 8 per
cent. share and appointed one member to the Supervisory Board of the Issuer. In 2017, Groupama Group
decreased its shareholding in the Issuer as part of its strategy to diversify its assets. Following the sale of shares
representing approximately 3 per cent. of the Issuer’s share capital, Groupama Group remained a significant
shareholder of the Issuer and maintained its representation on the Supervisory Board of the Issuer.
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Business Overview

Strategy

The strategic goal of the OTP Group is to become the most successful universal banking group in the CEE
region. To reach this goal, OTP Group aims to be among the leading banks in most of the countries it operates
in, except Russia and Ukraine being the exceptions due to their large size and perceived riskiness. After recent
intense acquisition activity, the management expect that, in future years, their major task will be to consolidate
and integrate the newly acquired assets, exploring operating and funding costs benefits, and intensifying cross-
selling activity.

Please see the risk factor titled “The OTP Group may be adversely affected by the risks associated with the
integration of the OTP Group’s acquisitions in the CEE region” for further details regarding the integration of
recent acquisitions.

The basic pillars of OTP Group’s strategy are stability, profitability, growth and innovation:

Stability

The OTP Group will strive to preserve its safe capital and liquidity positions, to be able at all times to provide
the conditions for stable operations and growth. Since its IPO in 1995, the Issuer has never raised equity, never
received any state support, and has always comfortably relied on its organic capital generation capability. In
addition, having dominant market positions in several countries it operates in, the OTP Group enjoys relatively
strong deposit collection positions. Despite management focus on allocating liquidity for lending, the net loan-
to-deposit ratio indicates that there is potential for further leverage in the consolidated balance sheet of the
Issuer. The trust of customers provides a strong source of competitive funding. Since the financial crisis, one of
the key considerations of the OTP Group’s business expansion is that all subsidiaries should be self-financed,
meaning that they should rely almost entirely on their own deposit generation. The Issuer’s management believe
that an important lesson from the 2008-2009 financial crisis is that most of the OTP Group’s business should
be local currency based to avoid significant currency mismatches. In recent years, the Issuer has only tapped
the covered bond markets for the sake of meeting local regulatory threshold requirements and not as a result of
pressure on liquidity.

Throughout all of its operations, the OTP Group promotes transparency, prudence and full compliance with
European and local regulations.

Profitability

The profitability of operations is a key precondition for continued growth. During the last few years, the
consolidated ROE has exceeded the Issuer’s target of 15 per cent. which was set in 2015. In 2018, the OTP
Group reached 18.7 per cent. ROE, which the Issuer’s management believe is competitive with that of its
regional competitors. In 2018, the OTP Group posted approximately EUR 1 billion net profit.

Growth

The OTP Group believes in the future of the CEE region and is committed to actively contributing to its progress.
Through offering its products and services, the OTP Group actively contributes to the growth of the CEE region,
where the speed of economic expansion currently exceeds the EU average. The OTP Group aims to increase its
share in all existing markets through organic growth and occasionally by acquisitions in new markets.

The OTP Group’s acquisition strategy is based on shareholder value creation by achieving economies of scale
and applying the Issuer’s expertise in regional markets.

In 2018, the FX-adjusted net loan growth of the OTP Group was 15 per cent. In 2019, some moderation is
expected in this organic growth rate, but the supporting operating environment, as well as the relatively low
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penetration levels will remain the key drivers of organic loan portfolio growth. Recent acquisitions, when
completed, are expected to add substantial volumes to the performing (Stage 142 under IFRS 9) loan book of
the OTP Group.

Innovation

The OTP Group will continue to make efforts to develop convenient and modern services that are easier and
faster to access and meet the challenges of the digital age and the expectations of its customers.

The OTP Group aims to design and operate the most user-friendly and reliable digital platforms. To achieve its
ultimate goal, the OTP Group is investing significant resources to understand customer expectations and to
adopt customer services to meet those expectations.

The OTP Group’s digitalisation strategy is based on three pillars:

Simplicity and reliability

The precondition of digital channels’ usage is that all current and potential customers can easily and reliably
access the OTP Group’s systems. This is supported by customer education and modular pricing. Many
improvements are made during the development process to test the concepts. These continuous client prototype
tests combined with mobile first method ensure easy usability of all digital channels. The main focus of newly
introduced technologies is to create fast, fault-tolerant, flexible IT platforms.

Personalisation

Remote authentication solutions such as videochat or single-sign-on ensure cost saving opportunities for the
Issuer and a seamless process for customers. With data integration, services become personalised and digital
channels are adjusted to customers’ characteristics. Functionality is a key element of the Issuer’s digital services
strategy. The OTP Group focuses on providing customers with financial control through dashboards and
portfolio view.

Managed customer service

By creating interoperability between the channels, the Issuer aims to optimise and integrate the customer
journey. The omni-channel operation ensures higher customer satisfaction and cost-effectiveness. Real-time
analytical tools can help the Issuer optimise online journeys. Testing highly innovative tools such as chatbot
banking — not only service and product innovations, but also channel innovations — is part of the development
process.

In order to achieve the OTP Group’s strategic goals, the following new digital products and services are being
developed:

Remote channel developments

The complete renewal of the internet bank and mobile bank application is in progress. These two platforms
provide the highest level of digital accessibility for customers. The purpose of the developments is to increase
the number of customers using the channel and increase product usage and cross-selling.

Development of mobile payment applications: Simple wallet (Near Field Communication based mobile
payment) is available for Android customers, as the first independent mobile payment solution in Hungary. The
Issuer is also expecting to introduce a wallet service on further operating systems (e.g. iOS).

Further development of the video banking service is planned for 2019 in order to improve the customer
experience.
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Digitalisation of the physical branch network

Contracts and transaction slips are signed on an electronic signature pad by both the customer and the branch
officer. The document is created and stored only in electronic format, while customers can access their signed
documents via the internet. With the introduction of electronic signature pads, more and more products are
being converted into digitalised contracting. Products and services available now on signature pads include cash
transactions, internet bank contracts, client data modification declarations, cash loans, current account opening
and a greater number of investment products.

Cash-in ATMs are available in 210 locations across Hungary. With the use of this service, customers can deposit
cash into their HUF accounts held with the Issuer through ATMs. The amount deposited through these ATMs is
instantly available in customers’ accounts. Customers have free access to these accounts for bank card purchases
or cash withdrawals, and can make transfers and/or term deposits.

Integrated channel management

The Issuer is committed to an omni-channel user experience; and omni-channel is a main focus of the sales
process development strategy. Omni-channel application is available for current account and personal loan
products. Customers can start the application via online channels (e.g. website, internet banking) and finish the
process via online/offline channels. Using this end-to-end process, customers can decide whether to start and
finish applications via online channels or start applications online and finish them in branch.

In 2015, the Issuer launched a digital transformation project. The project is expected to be completed within
two to three years as of the date of this Prospectus. Despite the complexity of such project, customers have not
been adversely impacted during its implementation. The OTP Group does not have a uniform IT platform but
given the significant difference in the level of service complexity in certain of its subsidiaries, management do
not consider this to present a significant disadvantage.

Group structure of the OTP Group

The following diagram illustrates the credit institution and investment firm members of the OTP Group
as at 30 April 2019:

OTP Bank Nyrt.

| L |
Cmogorska Komercijalna @real b L J5C,, OTP Bank” (Russia)
(OTP Bank Nyrt.: 99,99994%
Banla a.d. H Y H  (otP Bank Nyrt.: 66,16%,
Witeitl Cildri: LLC Aliance Reserve: 31,71%)
0,00006%) o

OTP Jelzalogbank Zrt. Merkantil Bank Zrt. DSK Bank EAD
(100%) (100%) (100%) (100%) OTP Banka Hrvatska d.d

€AD|
|| OTP Lakistaarékpénztér zrt. || omBankasiovenskoas. | | || omP Bankisc (ukraine) OTPInestdo.o
(o) 380 oo (OTP Alapkezel6 26%)
EXPRESSBANK AD.

(99.7352%) Banka OTP Albania SHA Vojvodanska Banka a.d. Novi =
OTP Ingatlan Bef. Alapkezeld L (100%) L Sad. OPUS Securities
H 7. (100%) SA.
(100%)

OTP Alapkezel6 Z1t.
T (Inga Kett6 Kft 95%, OTP

Bank 5%)
|[ o assetm.saisA.
90,1% (OBR 9,9%)
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90,1% (OTP JSC 9,9%)

As at 31 March 2019, the OTP Group consisted of 103 fully consolidated entities and associates and the total
number of customers served by the OTP Group was approximately 18.5 million. As at 31 March 2019, 1,574
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branches, 4,608 automatic-teller-machines (“ATMs”) and 114,360 point-of-sales (“POS”) terminals were in
operation group-wide.

Operating segments are divided by the Issuer’s management into business and geographical segments. The OTP
Group’s operating segments are as follows: OTP Core (Hungary), Bulgaria (“DSK Group” or “DSK”), Russia
(“OTP Bank Russia” or “OBRu”), Croatia (“OBH”), Ukraine (“OTP Bank Ukraine” or “OBU”’), Romania
(“OTP Bank Romania” or “OBR”), Serbia (“OBSr”), Montenegro (“CKB”), Albania (“OTP Bank Albania”
or “OBA”), Slovakia (“OBS”), Leasing subsidiaries, which comprise the Hungarian leasing operation
(“Merkantil”) and foreign leasing companies in Croatia, Bulgaria, Romania and Serbia (“Foreign leasing
companies”), Asset Management in Hungary (“OTP Fund Management”) and foreign asset management
subsidiaries (“Foreign Asset Management Companies”), Other subsidiaries and Corporate Centre.

Diversification of the OTP Group’s business

The OTP Group has traditionally been a commercial bank with a strong retail focus and the largest share of its
business carried out in Hungary. In 2018, approximately 38 per cent. of the consolidated adjusted after-tax profit
was generated in Hungary.

The following table sets out the consolidated after-tax profit breakdown by segment for the financial
years ended 31 December 2018 and 31 December 2017, respectively:

2017 2018 Change
(HUF million) (%)

Net profit for the year................coooiniiiiiin, 281,339 318,322 13
Adjustments (total) .............ccoooiiiiiiiniien (2,732) (7,014) 157
Consolidated adjusted net profit for the year........... 284,072 325,334 15

Banks total .......cccceoiiiiiiii 265,422 308,831 16
OTP Core (HUngary) ........ccocevrveieinieiiceceeenee 168,576 180,445 7
Corporate Centre........cccovvveririiiieniiesreesee e 195 6,189 3,074
DSK Group (Bulgaria).........c.ccoevvvrviieienincienenee 47,121 47,295 0
OTP Bank Russia......cc.cccooeviiiiiniiiiieici 27,772 16,421 (41)
Touch Bank (Russia)V........ccccccovvvievivvieeiriceerenne, (7,391) — (100)
OBH (Croatia) .......ccocvvveverinrenesreseeeeeesese e 17,107 24,960 46
OTP Bank UKraine..........cccocoevrininieninieninene s 14,120 24,414 73
OTP Bank Romania............ccceeeveivveeviinneeiiienesniieeenns 3,035 3,850 27
OBST (Serbia) .....cccovvvvieiiiiii e (2,905) 2,999 (203)
CKB (MONtENEZIO) ....vevveiverieeniee e nneens (156) 2,213 (1,519)
OBS (S1ovakia) ......ccoovvieieriiiiir e (2,051) 43 (102)

LASING ettt 9,836 9,828 0
Merkantil (HUNgary) ......cccooovveininieiieneeeeeeneee 8,260 7,437 (10)
Foreign leasing companies (Croatia, Bulgaria,

Romania, Serbia) ........cccovveiiiiiiiiii 1,576 2,391 52

ASSEt Management .........oovvervviiiieeniieiieesiee e 8,678 4,159 (52)
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OTP Fund Management (Hungary) .........cccoccevvervennnnns

Foreign Asset Management Companies (Ukraine,
Romania, Bulgaria)...........cccuvriviiiiinininiiisciccies

Other Hungarian Subsidiaries ..........cccooerveiviiinieniennens
Other Foreign Subsidiaries...........cocevvvineiinienicienennens
ElMINAtions .....coveveeieeiiee e
Total adjusted net profit of HUNGARIAN subsidiaries ..
Total adjusted net profit of FOREIGN subsidiaries .........

Share of foreign profit contribution .........c.cccoceereereennnnne

Notes:

2017 2018 Change
(HUF million) (%)
8,259 4,122 (50)

418 37 o1

(747) 1,601 (314)

295 388 31
587 526 (10)
185,132 200,323 8
98,940 125,012 26
35% 38% 3 pps

(1) By the end of 2017, Touch Bank was operating as a separate digital banking business line, although it was part of
OTP Bank Russia, operating under the same banking license. In order to provide transparent information, Touch
Bank was presented as a separate virtual entity. However, due to changes in governance and operation, the separation
of Touch Bank is no longer justified. The performance of Touch Bank is presented from 2018 incorporated in OTP

Bank Russia’s performance. Until 2017, Touch Bank’s performance was presented separately.

In terms of total assets, the four largest operations (OTP Core (Hungary), Bulgaria, Croatia and Romania),

representing more than 80 per cent. of the OTP Group’s consolidated total assets are in EU countries. In addition,

the Slovakian subsidiary, represents approximately a 3 per cent. share in the OTP Group’s consolidated total

assets.

The following table sets out the consolidated total assets breakdown by country as at 31 December 2017,
31 December 2018, 31 March 2018 and 31 March 2019, respectively:

2017 2018 YIY 1Q 18 1Q 19 YIY

HUNGATY ..o 51% 50% (1%) 52% 45% (7%)
BUlgaria ........ccccvveriiiiiiseene 15% 16% 1% 15% 22% 7%
Croatia...c.cveeeiriririnseee e 14% 13% (1%) 13% 11% (2%)
RomMania.......ccooovvvnineiinecneeen 5% 5% 0% 5% 5% 0%
RUSSIA ..o 5% 5% 0% 5% 5% 0%
Serbia 4% 4% 0% 3% 4% 1%
SIOVAKIA .o 3% 3% 0% 3% 3% 0%
UKFINE ... 2% 3% 1% 2% 3% 1%
MONtENEgro.......ccovvivireiiee e 2% 2% 0% 1% 1% 0%
AlDaNIa ..o 1%

The loan portfolio of the OTP Group is diversified in terms of geographies and products. The majority of loans

are within Hungary. However, due to the recent acquisitions in Bulgaria and Albania, the portfolio has

diversified further. The OTP Group’s total combined exposure to Russia and Ukraine currently represents less
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than 10 per cent. of the OTP Group’s net loan portfolio. In terms of products, on a group wide basis,

approximately 59 per cent. of net loans are to retail and micro and small sized enterprise (“MSE”) customers.

The following table sets out the consolidated net loans breakdown by country and by product as at
31 December 2017, 31 December 2018, 31 March 2018 and 31 March 2019, respectively:

By countries 2017 2018 YIY 1Q 18 1Q 19 YIY
HUNGATY ..o 42% 42% 1% 42% 38% (4%)
BUlgaria ........ccooveeeieiiiiiinnrse 16% 16% 0% 16% 23% 7%
CrOatia...cveeeeeeeeeeiirrs e 16% 15% (1%) 16% 13% (3%)
ROMANIA. ..o 7% 7% 0% 7% 6% (1%)
RUSSIA .. 6% 6% 0% 6% 6% 0%
ST g - WO 4% 5% 0% 5% 4% (1%)
SIOVAKIA . ......vooveve e 5% 4% (1%) 4% 4% 0%
UKIFQINE ... 3% 3% 1% 3% 3% 0%
Montenegro 1% 2% 0% 1% 1% 0%
AIDANIA ... — — 1%

By products 2017 2018 YIY 1Q 18 1Q 19 YIY
MOIEGAGE ... 32% 30% (3%) 32% 28% (3%)
CONSUMET ...t 23% 23% (1%) 23% 23% (1%)
MSE.......ooiiirirerineeee e 7% 7% 0% 7% 8% 1%
COrporate .......ccocevireiiics e 34% 37% 3% 34% 38% 4%
Car-financing........ccocevveevvereivnnncnenenns 3% 4% 0% 4% 3% 0%

The following table sets out the net loans breakdown of the main segments and by product as at
31 December 2017, 31 December 2018, 31 March 2018 and 31 March 2019, respectively:

OTP Core + Merkantil 2017 2018 YIY 1Q 18 1Q19 YIY

MOrtgage ... 42% 38% (4%) 41% 37% (4%)
CONSUMET ...ttt 11% 12% 0% 12% 12% 1%
MSE. ... 7% 7% 0% 7% 7% 0%
COrporate.........cccvvvvviiniisiss 35% 39% 4% 35% 39% 3%
Car-financing........ccocoeveevvereivsenneiennnns 5% 5% (1%) 5% 5% (1%)
DSK 2017 2018 YIY 1Q 18 1Q19 YIY

MOrtgage .......ccooovvvriniicne e 29% 29% 0% 28% 23% (5%)
CONSUMET ...t 35% 34% (1%) 35% 28% (8%)
MSE ...t 6% 6% 0% 6% 9% 3%
COrporate.........ccovvvvviiiniisie 30% 32% 1% 31% 39% 8%
Car-financing........ccocoeveevvereivsenneiennnns 0% 0% 0% 0% 1% 1%
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OBH 2017 2018 YIY 1Q 18 1Q19 YIY

MOrtgage ..o 25% 25% 0% 25% 25% 0%
CONSUMET ... 28% 28% 0% 28% 28% 0%
MSE ... 3% 3% 1% 3% 3% 0%
COrPOrate .....ccevvvviirrciiiirce e 42% 42% 0% 42% 42% 0%
Car-financing........ccocoeveevvenvininnenenens 2% 2% 0% 2% 2% 0%
OBR 2017 2018 YIY 1Q18 1Q19 YIY
MOTQAgE ..vvvvvveecieceiee e 44% 43% (1%) 44% 43% (1%)
CONSUMET ....vivivciiircieiree e 11% 10% (1%) 11% 10% (1%)
MSE ...t 14% 16% 2% 15% 16% 2%
COrPOrate ..o 31% 31% 0% 31% 31% 1%
Car-financing........ccocevveevveneivninnenenens 0% 0% 0% 0% 0% 0%
OBRu 2017 2018 YIY 1Q 18 1Q19 YIY
MOPtGAGE ...ovvvverircieirice e 2% 1% (1%) 2% 1% (1%)
CONSUMET ....viiiiiiici e 86% 86% 0% 85% 87% 1%
MSE ...t 0% 0% 0% 0% 0% 0%
COrPOrate ...covevvevveeesieeee e 12% 12% 1% 13% 12% (1%)
Car-financing 0% 0% 0% 0% 0% 0%
OBU 2017 2018 YIY 1Q 18 1Q19 YIY
MOrtgage ........ccovvriiniiiic e 10% 4% (7%) 7% 3% (4%)
CONSUMET ... 11% 16% 5% 12% 16% 5%
MSE ..o 2% 6% 4% 5% 6% 0%
(0104 010l |- 69% 65% (4%) 67% 65% (2%)
Car-financing........ccoceeveevvieneivsenneienens 8% 9% 2% 9% 10% 1%

Not only is the distribution of the existing OTP Group loan book diverse in terms of geography and product,
the recent loan growth is also diverse in terms of geography and product which suggest there are no major
changes in the business mix of the OTP Group. The completion of recent acquisitions may have some effect on
the geographical split of total loans, but the completion of current acquisitions is not expected to cause a
significant change to the OTP Group’s overall product mix.

The following table sets out the breakdown of year-on-year changes of up to 90 days past due loans
adjusted for FX changes by main segments and products as at 31 March 2019. At the OTP Group level,
two columns are shown, the first (Including acquisitions effect) shows the year-on-year changes including the
effects of the Bulgarian Expressbank (“Expressbank”) and Société Générale Albania acquisitions. The second
(Excluding acquisitions effect) shows the year-on-year changes excluding the effects of the Expressbank and
Société Générale Albania acquisitions. Similarly, for DSK Group, the first column includes the effects of the
Expressbank acquisition. The second column excludes the effects of the Expressbank acquisition. At OTP Core
the main contributor to mortgage loan growth are housing loans. The housing loan yearly growth was 11 per
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cent. as at 31 March 2019. Home equity loans have been steadily decreasing (decreasing 10 per cent. year-on-

year) as their amortisation exceeds new disbursements.

OTP Group OTP
consolidated Core DSK OBRu OBH OBU OBR OBSr CKB OBS
Incl. Excl. Incl. Excl.
acqui- acqui- acqui- acqui-
sition sition sition sition
effect effect effect effect
Total loans ... 26% 14% 15% 76% 10% 23% 2% 28% 15% 32% 36% 0%
Consumer loans................... 23% 15% 20% 41% 8% 25% 1% 82% 1% 21% 4% (1%)
Mortgage loans ................... 13% 6% 4% 51% 14% 1% 10% 15% 11% 5%
Corporate and local
government loans................ 38% 18% 24% 128% 7% 24% 3% 24% 24% 44% 70% (4%)

The OTP Group’s main source of funding is customer deposits, representing more than 88 per cent. of total

liabilities (77 per cent. of total assets) as at 31 December 2018. The deposit base is granular and currently more

than 60 per cent. are retail deposits.

The following table sets out the consolidated customer deposits breakdown by country and by product
as at 31 December 2017, 31 December 2018, 31 March 2018 and 31 March 2019, respectively:

By countries 2017 2018 YIY 1Q 18 1Q 19 YIY
HUNGATY ..o 53% 53% 0% 54% 49% (5%)
Bulgaria ... 16% 17% 1% 16% 22% 7%
(O] (0Y: i - FO O 14% 13% (1%) 13% 11% (3%)
Romania........c.ccooviiiiiiiis 3% 4% 1% 4% 4% 0%
RUSSIA ..o 4% 3% 0% 3% 3% 0%
SErDIA. ..cveiiece e 3% 3% 0% 3% 3% 0%
SIOVAKIA......coeiiveiiie 3% 3% 0% 3% 3% (1%)
UKFQINE ....viieice e 2% 2% 0% 2% 2% 0%
MONENEGIO.....coovriciiricicrc e 1% 2% 0% 1% 1% 0%
AlDANIA .o 1%

By products 2017 2018 YIY 1Q 18 1Q19 YIY
Retail Sight........cccooviiniiiiiiiee 27% 31% 3% 28% 30% 2%
Retail term ..o 32% 29% (3%) 32% 31% 0%
MSE ..o 12% 13% 1% 12% 12% 0%
(0104 001 |- 29% 27% (2%) 28% 27% (2%)

The following table sets out the customer deposits breakdown of the main segments and by product as at
31 December 2017, 31 December 2018, 31 March 2018 and 31 March 2019, respectively:

OTP Core + Merkantil 2017 2018 YIY 1Q 18 1Q 19 YIY

S T T 1 30% 34% 4% 31% 34% 3%
REtail tE1M ... 22% 21% (2%) 22% 20% (1%)
IS 12% 13% 1% 13% 14% 1%
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OTP Core + Merkantil 2017 2018 YIY 1Q 18 1Q 19 YIY

COrPOrate ...cccvervevireerieiee e 35% 32% (3%) 35% 32% (2%)
DSK 2017 2018 YIY 1Q 18 1Q19 YIY

Retail Sight.......ccccoovviiniiniiiiieeee 22% 24% 2% 23% 23% 0%
Retail term .......cccovvvveiviniecce e, 58% 54% (4%) 59% 53% (6%)
MSE ..ot 9% 9% 0% 9% 7% (2%)
COrPOrate ....c.coveveirereecenreee e 11% 12% 2% 10% 18% 8%
OBH 2017 2018 YIY 1Q 18 1Q 19 YIY

Retail Sight........cccoovviiniiiiiice 30% 39% 9% 32% 42% 10%
Retail term ..o 35% 28% (7%) 34% 29% (5%)
MSE ...t 5% % 2% 6% % 1%
COrPOFAte ..o 29% 26% (3%) 28% 22% (5%)
OBR 2017 2018 YIY 1Q 18 1Q 19 YIY

Retail Sight........cccoovvvniiiiiicee 11% 11% (1%) 11% 10% 0%
Retail term ..o 38% 36% (2%) 36% 36% 0%
MSE ...t 26% 30% 4% 25% 31% 6%
(0104 0101 |- 25% 24% (1%) 28% 22% (5%)
OBRu 2017 2018 YIY 1Q 18 1Q 19 YIY

Retail Sight.........ccoocovviiiiiiiiicee 28% 24% (4%) 27% 22% (5%)
Retail term .....cvivriiiiceeeeee 43% 46% 3% 47% 47% 0%
MSE ..o 11% 10% (1%) 11% 10% (1%)
COrPOrate ..o 18% 21% 2% 15% 22% 7%
OBU 2017 2018 YIY 1Q 18 1Q19 YIY

Retail Sight.......ccocovivriniiiniiiienseees 13% 15% 2% 13% 15% 2%
Retail term .......cccovvvvviiiiicece, 25% 25% 1% 25% 27% 1%
MBSE ... 4% 6% 1% 4% 5% 1%
(01040101 |- 58% 54% (4%) 58% 53% (4%)

The following table sets out the evolution of consolidated volume of OTP Group’s subordinated debt,
bilateral loans, senior bonds and mortgage bonds; and the evolution of consolidated net loans to deposits
including retail bonds ratio in the period between 2008 and 1Q 2019, in EUR billions:

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018  1Q 2019

Subordinated debt
(EUR billion) ........cccceeuiene 16 14 15 15 15 14 14 12 0.7 0.7 0.7 0.7
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018  1Q 2019

Bilateral loans

(EUR billion) ........cccccuevunnne 19 15 0.6 0.5 0.6 0.3 0.1 0.0 0.0 0.0 0.0 0.0
Senior bonds

(EUR billion) ........cccccuevennne 23 21 1.6 15 16 0.8 0.5 0.4 0.3 0.2 0.1 0.1
Mortgage bonds

(EUR billion) ........cccccuevennne 3.2 2.7 17 0.8 0.6 0.5 0.2 0.2 0.1 0.6 12 11

consolidated net loans to
deposits including retail
bonds ratio ...........ccoeeiienae 127% 108% 110% 104% 95% 89% 75% 67% 67% 68% 2% 73%

Consolidated outstanding wholesale debt of the OTP Group has declined significantly since the 2008-2009
financial crisis. In 2008, the total share of wholesale funding within total assets was 25 per cent., of which close
to EUR 7.3 billion equivalent was senior and covered debt, whereas the amount of consolidated subordinated
debt was close to EUR 1.6 billion equivalent. In 2008, the OTP Group’s consolidated net loans to deposits
including retail bonds ratio was close to 127 per cent., whereas in 2016 this ratio was 67 per cent. and 73 per
cent. as at 31 March 2019. The OTP Group issued debt securities before 2008 primarily to finance its
acquisitions and also borrowed pursuant to syndicated loans from time-to-time. The liquidity generated by the
OTP Group was used to finance its operations and to pay back its maturing wholesale obligations without
issuing new debt. By the end of 2016, total consolidated wholesale debt was approximately EUR 1.2 billion,
out of which EUR 0.7 billion was subordinated debt and EUR 0.5 billion equivalent senior and covered debt.
Since 2016, the volume of mortgage bonds has increased primarily in order to comply with the Mortgage
Funding Adequacy Ratio (“MFAR”) requirement introduced by the MNB in 2016. Accordingly, by the end of
March 2019, the volume of senior and covered debt had grown to EUR 1.2 billion. The volume of outstanding
subordinated debt has remained at around EUR 0.7 billion since 2016.

The following table sets out the maturity profile of OTP Group’s consolidated wholesale debt, in EUR
million:

2Q-4Q 2019 2020 2021 2022 2023 2024 2025 Perpetual

Subordinated debt
(EUR MillioN) ... - - - - - - 15 732

Bilateral loans
(EUR MillioN) ..o - 3 9 16 9

Senior bonds
(EUR million) ......ccoocveviinininaee, 28 51 21 15 4 6

Mortgage bonds
(EUR million) c....ccovverciiicirnes - 22 355 - 136 559

As at the date of this Prospectus, the OTP Group’s maturity profile is considered by the Issuer’s management
to be relatively light, not just because of the relatively low amount of outstanding debt (close to EUR 2 billion
in total as at the end of 2018), but due to its composition. The majority of the OTP Group’s subordinated debt
has no set maturity date.

The volume of issued securities by the OTP Group, comprising close to 2.9 per cent. of total assets as at 31
December 2018, increased by 67 per cent. year-on-year since 31 December 2017, mainly due to compliance
with MFAR. As at 31 December 2018, approximately 91 per cent. of issued securities were mortgage bonds
issued by OTP Mortgage Bank Ltd, a fully owned subsidiary of the Issuer under Act XXX of 1997 on mortgage
credit institutions and mortgage bonds (the “Mortgage Credit Institutions Act”) and the Credit Institutions
Act. As these mortgage bonds are issued in HUF (approximately 98 per cent. of the OTP Group’s issued
securities are denominated in HUF) the remainder is denominated in USD. In 2018, OTP Mortgage Bank Ltd
issued an estimated HUF 220 billion mortgage bonds to external counterparties, while the amount of
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repurchased mortgage bonds amounted to HUF 52 billion. Since 31 December 2017, the Hungarian retail bond
portfolio issued by the Issuer reduced by HUF 2 billion to HUF 5 billion.

The volume of the Issuer’s subordinated debt, comprising approximately 0.6 per cent. of the OTP Group’s total
assets as at 31 December 2018, increased by 7 per cent. year-on-year since 31 December 2017. This increase
was as a result of (i) the HUF value of the 2006 Notes (which had a consolidated nominal value of EUR 236.7
billion as at 31 December 2018) increased due to the Hungarian Forint weakening against the Euro, and (ii) a
subsidiary in Ukraine receiving USD 17 million subordinated funding which matures in Q2 of 2025.

The Opus Subordinated Swap Agreement in connection with the ICES, are accounted for as equity instruments
in the consolidated balance sheet, at a value of HUF 89.9 billion as at 31 December 2018. Please see the section
of this Prospectus headed “Description of OTP Group’s Business - Detailed information on the major
shareholders of the Issuer” above for further information regarding regulatory capital treatment of the ICES.

The Issuer has the ability to redeem the 2006 Notes early at the Issuer’s option subject to the terms of such
notes and with prior regulatory approval. The Issuer also has the ability to terminate the Opus Subordinated
Swap Agreement and redeem the ICES subject to the terms of those instruments and with prior regulatory
approval. Please see the risk factor titled “An investor assumes an enhanced risk of loss in the event of the
Issuer’s insolvency” above for further details regarding the 2006 Notes and the Opus Subordinated Swap
Agreement.

Distribution channels

As at 31 March 2019, the OTP Group provides financial services through 1,574 branches, agent networks and
various electronic channels.

The following table sets out the number of branches and number of employees (in full-time equivalents)
in the major segments as at 31 December 2017, 31 December 2018 and 31 March 2019, respectively:

2017 2018 1Q 2019
Headcount Headcount Headcount

Branches (closing) Branches (closing) Branches (closing)
OTP Core (HUNGAry) ......cocoeeinrnmiieininens 362 9,049 362 9,631 361 9,671
DSK Group (Bulgaria) ..........cccceervreennens 367 4,872 345 4,838 477 6,342
OTP Bank Russia
(without employed agents) ...........ccccceevne 134 4,956 134 5,052 134 5121
Touch Bank (RUSSI@) .......ccccovrvrveirirniennn 0 356
OTP Bank Ukraine
(without employed agents) ..........c.cccceeeee. 85 2,224 87 2,313 87 2,256
OTP Bank Romania..........c.ccceovevinieinnnne 96 1,163 95 1,273 95 1,308
OBH (Croatia) ......c.oeevrerereerineieirnereiennnes 196 2,430 144 2,397 145 2,031
OBS (SI0Vakia) .......ceevverireiriiieirnicieiaes 62 674 62 690 58 690
OBSI (Serbia)......cvveveerrieiriiernireeiaes 157 2,103 154 1,996 154 2,015
OTP Bank Albania ..........c.ccccoeeveviieinnnne 35 431
CKB ..ttt 29 429 28 419 28 425
Other Hungarian and foreign
SUDSIAIANES ... 860 924 829
OTP Group
(without employed agents) ............ccc.o.... 29,116 29,532 31,214
OTP Bank Russia - employed agents........ 5,771 5,306 5,060
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2017 2018 1Q 2019

Headcount Headcount Headcount

Branches (closing) Branches (closing) Branches (closing)

OTP Bank Ukraine - employed agents ..... 747 760 731
OTP Group (aggregated)..........c........ 1,488 35,633 1,411 35,599 1,574 36,909

Description of the main segments of the OTP Group
The following table sets out the total assets by main segments as at 31 December 2018, data are in HUF

billion:

Segment 2018
OTP Core 8,563
DSK Group 2,381
OBH 1,837
OBR 772
OBRu 708
OBSr 590
OBS 454
OBU 391
CKB 225
OTP Fund Management 17
Leasing subsidiaries 605
Corporate Centre, Foreign Asset Management Companies and others 2,445
OTP Core (Hungary)

In terms of balance sheet totals, the Issuer is the largest bank in Hungary® and provides a full-scale service
through its branch network, digital channels and network of sales agents. The core activities of the OTP Group
in Hungary are performed by the Issuer and certain of its domestic affiliated entities (together “OTP Core”).
OTP Core is an economic unit for measuring the result of core business activity of the OTP Group in Hungary.
The financial information of OTP Core is calculated from the partially consolidated IFRS financial statements
of certain companies? engaged in the OTP Group’s operations in Hungary. The consolidated accounting results
of these companies are segmented into OTP Core and Corporate Centre. The Corporate Centre is a virtual entity.
Through these OTP Group members, the OTP Core provides retail and corporate lending, account management,
payment card, savings and investment services. Within its retail lending business line, the OTP Core offers
residential and mortgage loans as well as consumer loans. The corporate business offers products and services
to fulfil transactional, investment and credit needs of large corporate, MSE and municipal clients. Insurance

Source: The National Bank of Hungary — ‘Golden Book’ — Individual data of supervised institutions -2017

These companies include OTP Bank Hungary Plc., OTP Mortgage Bank Ltd., OTP Building Society Ltd., OTP Factoring Ltd., OTP Financial
Point Ltd., and companies providing intragroup financing; OTP Bank Employee Stock Ownership Plan Organisation, OTP Card Factory Ltd.,
OTP Facility Management Llc., MONICOMP Ltd. and OTP Real Estate Lease Ltd.
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requirements of OTP Core clients are supplied by sales of insurance products via strategic collaboration with
the French insurance Groupama Group, after its OTP Garancia acquisition in 2008.

The Issuer’s management believe that OTP Group in Hungary is the market leader in all retail banking segments.
The Issuer’s management believe that its market share in total assets was 27 per cent., in retail lending 30 per
cent., in retail deposits 37 per cent., in corporate loans 14 per cent., and in corporate deposits 20 per cent., as at
31 March 2019.

Asset management

OTP Fund Management, established in 1993, is a member of the OTP Group. OTP Fund Management has
subsidiaries in Romania, Bulgaria, Croatia and Ukraine. OTP Fund Management is the market leading securities
fund management company in Hungary with approximately EUR 3.3 billion assets under management as at 31
March 2019. It is managing more than 50 investment funds and 20 institutional portfolios. The Issuer’s
management believe that the market share of OTP Fund Management was 22.4 per cent. as at 31 March 2019.

While OTP Fund Management manages typical asset categories like money market funds, bond funds, balanced
funds, equity funds, absolute return funds and capital protected funds, OTP Real Estate Investment Funds Ltd.
(which is 100 per cent. owned by the Issuer) specialises in real estate investments. It manages approximately
EUR 1.6 billion and its market share exceeds 32 per cent. as determined by the Issuer’s management.

In 2018, the assets under management of BAMOSZ (Association of Hungarian Investment Fund and Asset
Management Companies) members (without property funds) reduced by 11 per cent. year-on-year and by the
end of December 2018 dropped to HUF 4,403 billion. Bond portfolios suffered an overall outflow and money
market, equity and guaranteed funds experienced negative yields.

Leasing

OTP Group’s leasing business incorporates Merkantil in Hungary (with around 19.5 per cent. market share as
at December 2018 as determined by the Issuer’s management) as well as its subsidiaries in Croatia, Bulgaria,
Romania and Serbia. Through the recent acquisition of Société Générale’s subsidiaries in the CEE/SEE region
together with their leasing subsidiaries, the weight of leasing, in the medium term, is expected to increase.
Merkantil’s total assets comprised approximately HUF 416 billion as at 31 March 2019. The main products of
Merkantil are 1) financing of passenger cars and light commercial vehicles to retail customers, individual
entrepreneurs, companies and other organisations, sold primarily through intermediaries and also through direct
banking sales channels; 2) vehicle fleet financing and operation to individual entrepreneurs, companies and
other organisations, sold primarily through intermediaries and also through direct banking sales channels; 3)
financing of equipment, including agricultural machinery, truck financing, IT financing to individual
entrepreneurs, companies and other organisations.

Foreign subsidiaries

The Issuer started its regional acquisitions in Slovakia (IRB) in 2002, followed by Bulgaria (DSK Bank) in
2003, Romania (RoBank) in 2004, and Croatia (Novabanka) in 2005. In 2006, the Issuer made acquisitions in
Serbia (Niska banka, Zepter banka Kulska banka), in Ukraine (Raiffeisen Bank Ukraine), in Russia
(Investsberbank Group) and in Montenegro (CKB Bank). In 2007, OTP Bank Russia signed an agreement on
the acquisition of Donskoy Narodny Bank. Total assets of the OTP Group increased significantly during this
period and exceeded EUR 35 billion in 2008. The 2008-2009 financial crisis put a temporary break on
acquisitions and acquisition activity resumed again in 2014. Throughout the financial crisis, the total assets of
the OTP Group remained between EUR 32 billion and EUR 36 billion. The OTP Group purchased a smaller
entity in Croatia (Banco Popolare Croatia) in 2014 and in Romania (Millennium Bank) in 2015. In 2016, the
Issuer acquired the retail lending and savings and the corporate businesses of AXA Bank. The employees of
AXA Bank were all transferred to the Issuer by 1 November 2016 within the framework of an employer’s
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succession. The migrated loan portfolio consisted of almost 100 per cent. of mortgage loans and the total volume
was approximately HUF 177 billion.

A further wave of acquisitions commenced in 2016 as some banks decided to divest their non-core holdings in
the CEE region (please see “Description of the OTP Group’s business — Business Overview — History of recent
acquisitions to date” below). This new expansionary phase increased the total assets of the OTP Group from
EUR 34 billion in 2015 to more than EUR 50 billion as at 31 March 2019.

In terms of total assets, the second largest operation within the OTP Group, after OTP Core, is the Bulgarian
operation. The Issuer’s management believe that DSK, as a traditional incumbent bank, enjoys a favourable
market position, especially after the purchase of Expressbank. The Issuer’s management believe that with this
acquisition, the OTP Group’s market share in Bulgaria increased from 14.0 per cent. to 19.9 per cent. in terms
of total assets, and that the Bulgarian operation is the largest bank in terms of total assets, retail deposits as well
as retail loans in the local banking market.

The Issuer’s management believe that the Montenegrin CKB is a market leader in terms of total assets in
Montenegro. However, due to the overall size of the Montenegrin market, CKB represents only approximately
1 per cent. of the OTP Group’s total assets as at 31 March 2019. With the conclusion of the acquisition of
Société Générale banka Montenegro, the market share of the Montenegrin operation is expected to grow from
15.7 per cent. to close to 27.6 per cent. in terms of total assets.

With the acquisition of the Croatian Splitska banka d.d. (“Splitska banka”), the Issuer’s management believe
that the market share of OBH increased from 4.8 per cent. to 11.2 per cent. in terms of total assets. At the same
time, the Croatian operations became the third largest operation in the OTP Group, representing close to 11 per
cent. share of total assets as at 31 March 2019.

OBR, the Romanian banking subsidiary, is the fourth largest operation in the OTP Group, and represented close
to 5 per cent. of total assets as at 31 March 2019. The Issuer’s management believe that OBR’s market share in
Romania is between 2 per cent. and 3 per cent. in terms of total assets, less than what the Issuer’s management
considers optimal.

The Issuer’s management believe that OTP Bank Russia is a small player in Russia in terms of total assets, with
a market share of less than 0.2 per cent. as calculated by the Issuer. However, the Russian subsidiary is mainly
focused on retail consumer lending and the Issuer’s management believe that it is the third largest point-of-sale
loan provider and sixth largest credit card business in Russia as at 31 March 2019.

The Issuer’s management believe that market share of the Serbian operations grew from 1.5 per cent. to 5.7 per
cent. in terms of share from market total assets due to the acquisition of Vojvodjanska banka a.d.
(“Vojvodjanska banka”). A much greater improvement is expected in the Serbian market position due to the
completion of the acquisition of Société Générale Banka Srbija. Total market share in terms of assets is expected
to grow from to 14.2 per cent.

The Slovakian operations represent approximately 3 per cent. of the OTP Group’s total assets as at 31 March
2019. The Issuer’s management believe that its market share in Slovakia is less than 2 per cent. in terms of total
assets, which is less than what the Issuer’s management considers optimal.

The Ukrainian subsidiary also represents approximately 3 per cent. of the OTP Group’s total assets as at 31
March 2019. The Issuer’s management believe that its market share in the Ukraine is approximately 2 per cent.
in terms of total assets.

The Albanian subsidiary operations represents 1 per cent. of the OTP Group’s total assets as at 31 March 2019.
The Issuer’s management believe that it is the fifth biggest Albanian bank with a market share of approximately
6 per cent. as at 31 December 2018.
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With respect to the other ongoing acquisitions, the Issuer’s management believe that the Moldovan operations
have a market share of approximately 13.8 per cent. in terms of total assets, and the Slovenian operations have
a market share of approximately 8.5 per cent. (including the leasing business), which makes it the fourth largest
banking operation in Slovenia in terms of total assets as at the end of 2018, as calculated by the Issuer.

In 2018, as well as in the first quarter of 2019, all foreign subsidiaries were profitable with the most significant
contribution coming to the OTP Group’s consolidated net profit from Bulgaria, Croatia, Ukraine and Russia. In
addition, as a result of these various strategic acquisitions, the OTP Group’s management believe that the OTP
Group is approaching its strategic target of being in the top 3 to 5 position in all of the markets in which it
operates, except Russia, Ukraine, Slovakia and Romania.

History of recent acquisitions to date

Since 21 December 2016, the Issuer has announced eight acquisitions in the CEE region, whereby the Issuer or
its relevant local subsidiary agreed to the acquisition of the target entity and, in some cases, certain other
exposures. In general, these acquisitions were undertaken to strengthen the OTP Group’s market positions and
potentially achieve benefits from synergies in the countries where it is already present and also to build presence
in new regional markets (Albania, Moldova and Slovenia).

The following table sets out details of such acquisitions:

Share Date of Gross loans net
Country of purchased in acquisition Date of financial  of provisions in
No. acquisition Acquisition target target bank Seller banking group agreement closing HUF billion®
1 Croatia Splitska banka d.d. 100% Société Générale 20/12/2016 02/05/2017 631
2 Serbia Vojvodjanska banka a.d., 100% National Bank of Greece ~ 04/08/2017 01/12/2017 266
NBG Leasing d.o.0. and
certain other exposures
3 Bulgaria Societe Generale 99.74% Société Générale 01/08/2018 15/01/2019 774
Expresshank AD
4 Albania Banka Societe Generale 100% Société Générale 01/08/2018 29/03/2019 124
Albania SH. A.
5 Serbia Societe Generale Banka 100% Société Générale 20/12/2018 in progress 652
Srbija a.d.
6 Moldova Mobiasbanca — Groupe 87.85% Société Générale 06/02/2019 in progress 86
Societe Generale S.A.
7 Montenegro  Societe Generale banka 90.56% Société Générale 28/02/2019 in progress 121
Montenegro a.d.
8 Slovenia SKB Banka and its 99.73% Société Générale 02/05/2019 in progress 785
subsidiaries
Note:
(1) Gross loans net of provisions in HUF billion are calculated from publicly available individual bank data as of November 2018 in case of Splitska banka d.d., March 2019 in

case of Vojvodjanska banka a.d., Societe Generale Expressbank AD and Banka Societe Generale Albania SH. A. and December 2018 in case of Societe Generale Banka
Srbija a.d., Mobiasbanca, Societe Generale banka Montenegro a.d. and SKB Banka using the then prevailing local currency to HUF exchange rate.

Acquisition no. 1, 2, 3 and 4 above have been completed. However, the remaining acquisitions are subject to
obtaining all necessary regulatory approvals. Financial completion of acquisitions no. 5, 6, 7 and 8 in the above
table is expected to be completed at various times during the course of 2019. The aggregated agreed purchase
price in respect of acquisition no. 1 to 7 in the above table was close to the aggregated book value of the acquire
assets. As for acquisition no. 8 the Issuer has not disclosed the purchase price or its relation to the book value
of the asset.
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The inclusion of Splitska banka into the Issuer’s consolidated financial statements commenced in May 2017.
Therefore, eight months of Splitska banka net earnings were included in the Issuer’s consolidated profits in
2017. In respect of the acquisition of Serbian Vojvodjanska banka and certain other exposures, their inclusion
into the Issuer’s consolidated financial statements commenced in December 2017. Therefore, one month of
Serbian Vojvodjanska banka net earnings were included in the Issuer’s consolidated profits in 2017. The
inclusion of Expressbank into the Issuer’s consolidated financial statements commenced in January 2019. In
respect of the acquisition of the Albanian subsidiary the inclusion into the Issuer’s consolidated financial
statements is expected to commence in April 2019, but the balance sheet was previously consolidated in Q1
2019.

Governmental, legal and arbitration proceedings

In its decision (VJ/18-341/2008.) delivered on 24 September 2009, the Gazdasagi Versenyhivatal — Hungarian
Competition Authority (“GVH”) imposed a total fine of HUF 1,922 million (approx. EUR 6 million) on 7
Hungarian banks and two card companies (Mastercard and Visa) for setting uniform interchange fees in
transactions by payment cards of Visa and Mastercard (the so-called “MIF case”). The Issuer’s fine was HUF
281 million (approx. EUR 870 thousand).

The GVH’s decision as well as the judgment of the court of first instance which upheld the decision, were
repealed by the court of second instance. On 9 March 2017, the final judgment obliged the GVH to reopen the
case. The GVH however challenged the final judgment at the Kuria (extraordinary remedy). The Kuria, with a
request lodged on 3 April 2018, requested a preliminary ruling of the Court of Justice of the European Union.
At the date of this Prospectus, the Kuria has not yet delivered its judgment (C-228/18. Gazdasagi Versenyhivatal
v Budapest Bank Nyrt. and others).

The OTP Group may be a party to legal proceedings in the future. There can be no assurance that the OTP
Group will not be subject to fines, damages or other penalties which could have a material adverse effect on the
OTP Group’s business and financial position.

Credit ratings

The table below shows the ratings of the Issuer assigned by Moody’s Investors Service Cyprus Ltd (“Moody’s”),
S&P Global Ratings Europe Limited (“S&P Global”’) and Dagong Europe Credit Rating Srl (“Dagong Global™)
as at the date of this Prospectus. Moody’s, S&P Global and Dagong Global are established in the European
Union and are registered pursuant to the CRA Regulation.

Rating
Rating Agency Class Long term Short term
Moody’s Bank Deposits — Foreign Currency Baa3®@ Prime-3
Bank Deposits — Local Currency Baa2® Prime-2
Counterparty Risk Rating — Local and Foreign Currency Baal Prime-2
Junior Subordinate — Foreign Currency Ba3(hyb) —
S&P Global Issuer Credit Rating — Local and Foreign Currency BBB-@ A-3
Resolution Counterparty Rating — Local and Foreign Currency BBB A-2
Dagong Global Long term credit rating — Local and Foreign Currency BBB+®@ A-2

Note:

(1) Rating Under Review. Possible Upgrade.
(2)  With Stable outlook.

79



FINANCIAL PERFORMANCE OF THE OTP GROUP

OTP Bank Plc. Consolidated Statement of Financial Position as at 31 December 2018 and 31

December 2017, respectively

Cash, amounts due from banks and balances with the National Banks
Placements with other banks, net of loss allowance for placements ....
Financial assets at fair value through profit or 10Ss.........ccccvviviriennnnns
Securities at fair value through other comprehensive income..............
Loans at amortised cost and at fair value .........cccocvvenviiniencnenennn,
Associates and other INVESTMENLS........ccvervirverieeriee e
Securities at amortiSed COSt.......ocvriiiriiiirieieie e
Property and €qUIPMENT .......ccveiveiieiieiieinie e
Intangible assets and gOOAWIll ...........ccoovviiiiiininis e
INVESTMENt PIOPEITIES ..evveirvrierieeerieesreereeie st nreens

Derivative financial assets designated as hedge accounting ................

DEfErTed taX @SSELS .uuvvrriiieiiiiiiiiriiie et e s e e s e e s

(01015 s TS £ TS TSR

TOTAL ASSETS . ... s

Amounts due to banks, the Hungarian Government, deposits from the

National Banks and other banks...........ccccoevuvviiiiiiiiiiiiiiiie e

Deposits frOm CUSLOMETS ... ..ccveiviiririiisiieitiesieete et

Liabilities from iSSUEd SECUITLIES .....eeeviicviriiiiieeiieiteiee e eerrrree e e earrree e

Derivative financial liabilities held for trading ..........c.cccooevviiniiiiiiiinienn

Derivative financial liabilities designated as hedge accounting....................

Deferred tax HabilItieS . ......coiiiiivviiieii it

(010 T3 T2 031 55 1=,

Subordinated bonds and 10AnNS.........cccevveiiiiiiiiiiiiii e

TOTAL LIABILITIES ..o

Share CapPItal.......coceeiiiiiiii i

Retained earnings and reSEIVES .........ccvviiiriiieiieiiie e

TTEASUIY SHATES.....civiiieeiie i

Non-controlling INtETESt ........ccviveriiiiiiiiiri e

TOTAL SHAREHOLDERS’ EQUITY .....cocoviiiiiiiniciee e

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY....................
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31 December

31 December

2018 2017
(in HUF million)
1,547,272 1,198,045
420,606 462,180
181,356 344,417
1,883,849 2,174,718
8,066,593 6,987,834
17,591 12,269
1,740,520 1,310,331
253,773 237,321
166,711 176,069
38,115 35,385
15,201 10,277
20,769 29,419
237,932 211,963
14,590,288 13,190,228
392,706 472,068
11,285,085 10,233,471
417,966 250,320
73,316 69,874
7,407 17,199
6,865 9,271
498,857 421,942
81,429 76,028
12,763,631 11,550,173
28,000 28,000
1,864,204 1,671,879
(67,999) (63,289)
2,452 3,465
1,826,657 1,640,055
14,590,288 13,190,228




Source: OTP Bank Plc. — Audited Consolidated Financial Statements prepared in accordance with International Financial Reporting
Standards as adopted by the European Union as at, and for the year ended, 31 December 2018

OTP Bank Plc. Consolidated Statement of Profit or loss for the Year Ended 31 December 2018
and 31 December 2017, respectively

2018 2017
(in HUF million)

Interest Income
LLOAMS e 576,053 521,121
Placements with Other Banks ............coiiviiiiiiiiiiiiiiiiiie e 72,401 42,686
Amounts due from banks and balances with the National Banks ................. 421 1,444
Securities at fair value through other comprehensive income...............c...... 37,912 34,442
Securities at AMOItISEd COST....ivvuiiiiiiiiiiiiieiiie i 59,899 56,343
OFRET ..viiiicic 11,272 10,479
Total IntereSt INCOME ...................ccceeeveiuiieiiiine et 757,958 666,515
Interest Expense
Amounts due to banks, the Hungarian Government, deposits from the
National Banks and other banks............c.ccooviiiiiiiiiiin s (47,979) (46,475)
Deposits frOm CUSTOMETS ......ccuviuvereriiririesres e (69,387) (50,995)
Liabilities from iSSUEd SECUITHIES .. ...vvivvviiieriiie et sriee e iee e (6,343) (5,727)
Subordinated bonds and 10aNS...........cceviieiiriiien s (2,169) (2,259)
OFRET ..t s (7,357) (7,303)
Total Interest EXPENSE................c...ccocouecuiiceiiiiiieiieie e (133,235) (112,759)
NET INTEREST INCOME.........ccooiiiiiiiiiiii 624,723 553,756
Loss allowance on loans and placements ..........ccccocoeeriiineiicncncncne s (39,287) (40,848)
NET INTEREST INCOME AFTER LOSS ALLOWANCE ON
LOANS AND PLACEMENTS ..ot 585,436 512,908
Income from fees and COMMUISSIONS ......vveivveeiivieiiiieiiie e e e e see e 338,081 315,606
Expense from fees and COMMISSIONS ......ccvvvvvvieiiiiiiiiiiiiicieee (60,405) (54,413)
Net profit from fees and commissions ...............ccccccooviiiiine 277,676 261,193
Foreign exchange gains, Net..........cccocvvierienieiiniene e 40,615 21,870
GAaINS ON SECUTILIES, TET 1uvvveiiieiirieiiiesre e st e streesbeesre e e e e e e e e e srbeesaneesnes 1,345 7,930
Gains on financial assets/liabilities measured at fair value through profit or
LOSS ettt bbbt bbbt e e nre e nre e 597 —
Dividend INCOME .....vvoiviiiiieiiie it sae e 5,736 4,152
Release of loss allowance on securities at fair value through other
comprehensive income and on securities at amortised COSt ...........ccvvrveneene. 608 10
Other Operating INCOME .........c.coueiiiiiiiiiiiee s 39,422 65,469
Other OPErating EXPENSE....ecivviertrreriierireesiriesreesreesreestreesreesneesreesreesneesens (25,995) (51,240)
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2018 2017

Net operating ain............ccoocoioiiiiiiinc e 62,328 48,191
Personnel €XPEenSES .......oiviiriiieieiiieie e (251,041) (213,886)
Depreciation and amortiSAtiON ............ccoeiireiierienineni e (51,475) (48,988)
GOoOdWIll IMPAITIENL ... (5,962) (504)
Other adMIiNIStratiVe EXPEIISES ......oovervirrirreriieieieirenresresesreseeeesre e sresns (264,803) (236,072)
Other administrative eXpenses ...........c..ccooovvviiiniinieniee e (573,281) (499,450)
PROFIT BEFORE INCOME TAX ......cocoviiiiiiniiiiieeeee e 352,159 322,842
INCOME tAX EXPEISE ..vvverveereeieire et e st et e et nre e r e nne e (33,837) (41,503)
NET PROFIT FOR THE PERIOD ..........cccoooiiiiiiiiicc e 318,322 281,339

From this, attributable to:

NON-CONTOING INEETESE ....eveeuvierieiiieiiesie et 89 197
Owners Of the COMPANY ......ccveveriiiiiiiieee s 318,233 281,142
Consolidated earnings per share (in HUF)

BaASIC .ooeiiiiiii e 1,215 1,074
Diluted ..o 1,215 1,074

Source: OTP Bank Plc. Audited Consolidated Financial Statements prepared in accordance with International Financial Reporting
Standards as adopted by the European Union for the year ended 31 December 2018

Additional information on the OTP Group’s performance in the period between 2011 and Q1
2019

2011 2012 2013 2014 2015 2016 2017 2018 1Q 2019
ROE.....ccooiiiiiiiiiiieine 6.1% 8.4% 4.2% (7.4%) 5.1% 15.4% 18.5% 18.7% 15.9%
Adjusted ROE ... 11.8% 10.2% 9.6% 8.5% 9.6% 15.4% 18.7% 19.1% 19.8%
Total Revenue Margin...... 8.12% 8.31% 8.44% 7.74% 7.03% 6.79% 6.71% 6.33% 6.30%
Net Interest Margin .......... 6.31% 6.40% 6.37% 5.96% 5.17% 4.82% 4.56% 4.30% 4.28%
Cost-to-asset ratio ............ 3.76% 3.89% 4.07% 3.85% 3.66% 3.70% 3.68% 3.57% 3.44%
Cost / Income ratio ........... 46.3% 46.8% 48.2% 49.8% 52.0% 54.4% 54.9% 56.3% 54.6%
Risk Cost Rate.................. 2.95% 3.11% 3.51% 3.68% 3.18% 1.14% 0.43% 0.23% 0.24%
Leverage (average equity /
average assets)........ccoouen. 13.6% 14.4% 14.8% 13.0% 11.7% 12.9% 12.7% 12.2% 12.0%

Additional information on the OTP Group’s performance in 2018

OTP Group consolidated

2017 2018 Change
(in HUF million) %
Main components of the Statement of recognised
income
Net profit for the year.........c.ccoovvvviiiiiiiic, 281,339 318,322 13
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Adjustments (total) ........ccoooviiniiniene e
Adjusted net profit for the year.........c.ccooevveiiiviininnnns
Adjusted total INCOME........ccoovvririreriiiiiiieinns
Adjusted net interest iNCOME ..........ccoovvvreenneens

Adjusted net profit from fees and
COMMUSSIONS .+t siee e nneens

Adjusted other net non-interest income
without one-offs ........ccceeveviiiiiiiicce

Adjusted operating eXpenses ..........cc.ccerververrennens

Total 11SK COSS wuvvrviiiiiiiiiiiiiiiiie e

Main components of balance sheet, closing balances")
TOtal ASSELS ..veevveerreriieriee e s
Total customer loans (net, FX adjusted)..........cccccevvrrennne
Total customer deposits (FX adjusted).........ceevrivernnnen.
ISSUEA SECUTTEIES ..vvvevvirerie st
Subordinated 10ans ...........ccoceveirienieiiee e

Total shareholders’ equity ..........ccccevvririninienieieicenns

Note:

2017 2018 Change
(in HUF million) %
(2,732) (7,014) 157
284,072 325,334 15
804,945 881,726 10
546,654 599,831 10
209,428 220,732 5
48,863 61,163 25
(441,786) (496,817) 12
(45,683) (26,168) (43)
2017 2018 Change
(in HUF million) %
13,190,228 14,590,288 11
7,116,207 8,066,592 13
10,436,537 11,285,085 8
250,320 417,966 67
76,028 81,429 7
1,640,055 1,826,657 11

(1) For FX adjustment, the closing cross currency rates for the current period were used to calculate the HUF equivalent

of loan and deposit volumes in the base period.

Indicators

Adjusted ROE .......cccooiiiiiiiiicec
Adjusted ROA ..o
Total revenue margin..........ccecvevververininesisieeiienennes

Net interest Margin.........ccovoverieereereireseseeseenneens
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2017 2018 Change

pps

18.5% 18.7% 0.2

18.7% 19.1% 0.4

2.4% 2.3% 0.0
6.71% 6.33% (0.38)
4.56% 4.30% (0.25)



2017 2018 Change

pps
COSt-10-aSSEE TALIO ...ovvvi i 3.68% 3.57% (0.12)
CoSt/INCOME TALI0....ccvviiiiiiiiriiie 54.9% 56.3% 1.5
RiSK COSETALE ....vviiiiieiicicrie e 0.43% 0.23% (0.20)
Net loan/(deposit+retail bond) ratio (FX adjusted) .......... 68% 72% 3

The OTP Group posted its highest ever accounting and adjusted profit in 2018 shaped by a number of factors.
On the back of the favourable macroeconomic performance of the CEE region, business activity received a
further boost, and as a result, FX-adjusted performing loan volumes expanded by 15 per cent. year-on-year.
Furthermore, credit quality improvements were achieved coupled with lower, or in certain cases, positive,
annual risk costs. Higher core banking revenues realised on an increasing performing portfolio offset the
negative impact of eroding margins induced by the low interest rate environment, tighter regulatory
requirements and intensifying competition. Bottom line earnings received a meaningful lift from incorporating
the full year profit in case of the Croatian and Serbian operations. In 2017, only eight months profit from
Splitska banka and one month profit from Vojvodjanska banka supported the OTP Group’s earnings.

The full year consolidated accounting profit was HUF 318.3 billion versus HUF 281.3 billion in the base period.
The accounting ROE for 2018 was at 18.7 per cent. (+0.2 percentage points year-on-year), and the adjusted
ROA (2.3 per cent.) remained virtually unchanged year-on-year.

During the course of the year ended 31 December 2018, total adjustment items decreased the profit by HUF 7
billion (after-tax), and the following is noted:

° HUF 18.8 billion (after-tax) gain was realised on MIRS (Monetary Policy Interest Rate Swap) facilities.

According to a decision by the Monetary Council on 21 November 2017, the Monetary Council
introduced an unconditional interest rate swap (IRS) facility, with five and ten year maturities, and set
the allocated amount at HUF 300 billion for the first quarter of 2018. Counterparty banks could access
the IRS facility with regular tenders from the beginning of January 2018. In line with the fine-tuning of
unconventional policy instruments affecting long-term yields, on 18 September 2018, the Monetary
Council decided to phase out the IRS facility by the end of 2018. The Monetary Council set the annual
maximum volume of the IRS facility for 2018 at HUF 1,100 billion.

By November 2018 the initial positive net present value (“NPV”) gained on MIRS transactions was
accrued for the whole maturity of MIRS transactions within the net interest income. In December 2018,
MNB published guidelines, according to which those swaps were unconditional, and accordingly in
MNB’s opinion, there was no such binding criteria within the conditions that would require the accrual
of NPVs.

Taking into consideration the MNB’s guidelines, the Issuer decided to book the total initial positive
NPVs in one lump sum within its profit and loss statements. As a result, in the adjusted profit and loss
statements the total HUF 20.7 billion (before tax) gain realised in 2018 as a whole was presented in Q4
2018 within adjustment items on the NPV gain on the MIRS transactions.

The reported adjusted net interest income for the first three quarters of 2018 contained the accrued gains
related to MIRS transactions for that period. In Q4 2018 that cumulated amount was recognised with a
negative sign within net interest income in the adjusted income statement;
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° in 2018, banking taxes paid by OTP Group members resulted in an after-tax negative impact of HUF
15.3 billion, including the Hungarian special tax on financial institutions and the Slovakian banking levy;

° HUF 4.7 billion (after-tax) negative impact due to tax shield related partly to the recognition or reversal
of impairment charges booked in relation to investments in certain subsidiaries and there was also a
goodwill write-off;

° HUF 6.8 billion negative earnings effect of acquisitions; and

° HUF 0.5 billion positive earnings impact related to the revision of the fine imposed by the Hungarian
Competition Authority back in 2013. In 2016 the Hungarian Supreme Court obliged GVH to conduct a
new process, as a result GVH set a lower fine for the Issuer in August 2018 (HUF 1.435 billion).
Simultaneously, the Issuer released provision set aside earlier for that purpose.

The 2018 income statements already incorporated the full-year profit contribution by both Splitska banka and
Vojvodjanska banka. The integration of Splitska banka (the legal merger and IT integration) was completed in
December 2018.

In 2018, the OTP Group posted HUF 325.3 billion adjusted after-tax profit (+15 per cent. year-on-year). The
effective tax rate declined by 1.3 per cent. to 10.3 per cent. The before tax profit grew by 13 per cent. compared
to the base year.

The 2018 profit contribution of foreign subsidiaries increased from 35 per cent. to 38 per cent. year-on-year.

Annual total income of the OTP Group increased significantly (+10 per cent. year-on-year, +6 per cent. without
acquisition effect®). The annual operating profit improved by 6 per cent. year-on-year, whereas total risk costs
dropped by 43 per cent.

Despite continuing margin erosion and intensifying competition, annual net interest income increased by 10 per
cent. year-on-year (without acquisitions by 6 per cent.) due to the higher volumes of performing loans. Net fee
and commission income grew by 5 per cent. compared to 2017 (+2 per cent. without acquisitions). The pace of
its increase fell short of the business volume expansion and the reasons were mainly related to the Hungarian
operations. Distribution fees on certain household targeted government bonds were reduced in several steps by
the Government Debt Management Agency and fee income at OTP Fund Management dropped significantly
year-on-year as a result of lower success fees.

Other net non-interest income increased by HUF 12.3 billion (+25 per cent. year-on-year) partially due to the
consolidation of the full year contribution from Splitska banka and Vojvodjanska banka. In addition, FX-gains
supported this line in a meaningful way.

Consolidated net interest margin was 5.17 per cent. in 2015, decreased to 4.82 per cent. in 2016 and to 4.56 per
cent. in 2017. Year-on year consolidated net interest margin decrease in 2017 was the combined effect of net
interest margins decreasing in all major segments: in case of OTP Core net interest margin decreased from 3.48
per cent in 2016 to 3.22 per cent. in 2017; in case of DSK net interest margin decreased from 4.60 per cent in
2016 to 3.85 per cent. in 2017; in case of OBRu net interest margin decreased from 17.81 per cent in 2016 to
16.91 per cent. in 2017; in case of OBH net interest margin decreased from 3.54 per cent in 2016 to 3.27 per
cent. in 2017; in case of OBU net interest margin decreased from 9.02 per cent in 2016 to 7.46 per cent. in 2017;
in case of OBR net interest margin decreased from 3.40 per cent in 2016 to 3.27 per cent. in 2017. In 2018
consolidated net interest margin was shaped by several factors: the prevailing low interest rate environment,
intensifying competition, the composition effect through lower margins at Splitska banka and Vojvodjanska

3 In early December 2018, Splitska banka d.d. merged into OTP banka Hrvatska dd., thus separate financial statements for Splitska banka d.d.
are not available for December. Therefore, profit dynamics without acquisitions are based on estimated numbers.
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banka, as well as the year-on-year 8 per cent. devaluation of the Russian rouble against the Hungarian forint.
The margin erosion of the 2018 annual NIM (4.30 per cent.) was only 7 basis points compared to the Q4 2017
level (i.e. lower than what management had indicated (“10-15 bps margin erosion compared to Q4 2017 NIM
of 4.38 per cent.”)).

Consolidated operating expenses grew by 12 per cent. nominally year-on-year. Adjusted for the acquisition
impact of Splitska banka and Vojvodjanska banka, the increase would be 8.2 per cent. year-on-year on an FX-
adjusted basis. Despite all cost elements increasing, personnel expenses grew the most (+17 per cent. year-on-
year, without acquisitions +12 per cent.) reflecting the 10 per cent. or above wage inflation in most of the
relevant countries. In December 2018, a non-recurring one-off bonus amounting to one month base salary was
paid to non-managerial employees of the OTP Group members in Hungary. This was partially offset by the 2.5
percentage points reduction of social and health care contributions to be paid by employers effective from
January 2018. Amortisation costs increased at a lower rate by 4 per cent. year-on-year. Administrative expenses
grew by 10 per cent. year-on-year (without acquisitions +3 per cent.) induced partially by higher general
banking expenses (rental fees, post and telecom expenses), higher regulatory contributions and also by growing
digital transformation expenses. The annual FX-adjusted growth of operating expenses adjusted for acquisition
and the one-off Hungarian bonus payment would be 6.8 per cent.

In 2018, consolidated FX-adjusted performing loan volumes surged by 15 per cent., more than HUF 1,000
billion year-on-year. It was positive that all OTP Group members and all credit segments posted volume
increases.

With respect to the major credit segments, the biggest volume increase was posted in the large corporate
segment (+20 per cent. year-on-year) followed by the MSE and consumer loan segment (+18 per cent. and +14
per cent., respectively). Performing mortgage volumes showed growth of 6 per cent. year-on-year.

The FX-adjusted deposit portfolio increase was less robust in 2018 (+8 per cent. year-on-year). As a result, the
net loan/(deposit + retail bonds) ratio increased by 3 per cent. year-on-year to 72 per cent.

At the end of 2018, the Group’s gross liquidity reserves comprised EUR 7.8 billion equivalent.

In line with the supportive macroeconomic environment, as well as the improving efficiency of collection, the
trend of the more than 90 days past due (“DPD90+”) volume increase (adjusted for FX and the effect of sales
and write-offs) remained favourable. Accordingly, in 2018 DPD90+ volumes grew by only HUF 24 billion
against an increase of HUF 51 billion in the base period. The DPD90+ ratio dropped to 6.3 per cent. (a reduction
of 2.9 per cent. year-on-year), resembling pre-crisis levels. The DPD90+ volume decline was supported by sales
and write-offs reaching HUF 176 billion in 2018. In Hungary, the DPD90+ ratio dropped to 4.5 per cent. (a
reduction of 1.9 per cent. year-on-year). The consolidated risk cost rate was 0.23 per cent. versus 0.43 per cent.
in the base period. According to IFRS 9, the volume of Stage 3 exposure at the end of 2018 comprised 8.6 per
cent. of gross loans. Stage 2 exposures represented 6.8 per cent. of gross loans.

The following tables show additional financial information by main segments of the OTP Group, for the
financial years ended 31 December 2017 and 31 December 2018, respectively:

OTP Core
2017 2018 Change
(in HUF million) %
Main components of the Statement of recognised
income
Adjusted net profit for the year..........cccvvvvivieviieiiennnnn, 168,576 180,445 7
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2017 2018 Change
Adjusted total inCOME.........cccvvriverierieereeieenee 365,592 378,534 4
Adjusted net interest iNCOME ..........cceevevernennne 234,304 245,934 5
Adjusted net profit from fees and
COMIMUISSIONS ..vvevieseeesieesieeeearesiee e e saeeseeeseeens 109,129 107,010 2)
Adjusted other net non-interest income........... 22,159 25,590 15
Adjusted other administrative expenses ............. (214,758) (233,956) 9
Total TiSK COSES..uviiiiiiiiiiiiiiiiie e 30,783 46,591 51
2017 2018 Change
(in HUF million) %
Main components of balance sheet closing balances
TOtAl ASSELS .vvveveeiiieeiiee e siee et see et et 7,704,135 8,563,425 11
Net customer loans (FX-adjusted)........c.cccoverienrieineiinnnn 2,651,784 3,096,391 17
2017 2018 Change
pps
Indicators
ROE .ot 12.3% 12.2% 0.1)
90+ days past due loans/gross customer loans................. 6.4% 4.5% (1.9)
Total provisions/90+ days past due loans............cccecvenne 88.5% 98.5% 10.0
OTP Fund Management (Hungary)
2017 2018 Change
(in HUF million) %
Main components of the Statement of recognised
income
Adjusted net profit for the year...........ccocvvvvinviiieniiennns 8,259 4,121 (50)
Adjusted total iINCOME........cocevviiiiiiiiiiiiiiieeien 11,763 7,121 (39)
Adjusted net profit from fees and
COMMUSSIONS ...vvviviiiiieieee et 11,765 7,196 (39)
Adjusted other net non-interest income........... 2) (75) 3650
Adjusted other administrative expenses ............. (2,674) (2,596) (3)
Asset under management
Assets under management, total (w/o duplicates) 1,519 1,035 (32)
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Note:

(1) The cumulative net asset value of investment funds and managed assets of OTP Fund Management, eliminating the
volume of own investment funds (duplications) being managed in other investment funds and managed assets of

OTP Fund Management.

Merkantil (Hungary)

Main components of the Statement of recognised
income

Adjusted net profit for the year.........cccooevvveiiniiiinnnnnn,
Adjusted total iNCOME ........cccvriververierree e
Adjusted net interest iNCOME ........cceveereereeenennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income...............
Adjusted other administrative eXpenses................

Total T1SK COSES...civirriiiiiiiiiiiiriiee et

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans.............ccceenee.

DSK Group (Bulgaria)

Main components of the Statement of recognised
income

Adjusted net profit for the year...........ccocvvriiniiiieiiiennns
Adjusted total INCOME ........coevvvrviriiiriiiiieieie s
Adjusted net interest iNCOME .........ccceevvveervernnnenn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income...............

Adjusted other administrative eXpenses................

88

2017 2018 Change
(in HUF million) %

8,260 7,437 (10)
12,423 12,983 5
12,477 13,131 5

(366) (124) (66)
311 (24) (108)
(6,194) (6,384) 3
2,389 382 (84)
2017 2018 Change
pps
5.8% 3.2% (2.6)
124.5% 135.8% (11.3)
29.4% 24.4% 4.9

2017 2018 Change
(in HUF million) %
47,121 47,295 0

108,290 107,817 0
72,257 69,979 3)
27,714 30,435 10

8,319 7,403 (11)

(46,830) (50,720) 8



Total 11SK COSS wuvvrriiiiiiiiiiiiiiiie e

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans............cccccvenee

OTP Bank Russia

2017 2018 Change

(9,419) (5,494) (42)

2017 2018 Change
pps

7.9% 6.7% (1.2)

116.2% 123.8% 7.6

20.0% 18.4% (1.6)

By the end of 2017, Touch Bank was operating as a separate digital banking business line, although it was part
of OTP Bank Russia, operating under the same banking license. In order to provide transparent information,

Touch Bank was presented as a separate virtual entity. However, due to changes in governance and operation,
the separation of Touch Bank is no longer justified. The performance of Touch Bank is presented from 2018
incorporated in OTP Bank Russia’s performance. Until 2017, Touch Bank’s performance was presented
separately, so the below tables set out the performance measures of OTP Bank Russia without Touch Bank in

2017.

Main components of the Statement of recognised
income

Adjusted net profit for the year .........cccocevverieiivnininnnn,
Adjusted total inCOME ........cccevververieriieieeneeeeen
Adjusted net interest iNCOME ......coervveereereeannnane
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative expenses.................

Total T1SK COSES...oivvrriiiiiiiiiiiiiiiie e

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans............cccccueenee.
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2017 2018 Change
(in HUF million) %
27,771 16,421 (41)

125,290 129,900 4
101,326 102,489 1
22,975 26,767 17
989 644 (35)
(53,276) (61,021) 15
(36,730) (47,844) 30

2017 2018 Change

pps

15.8% 13.4% 2.3)

133.9% 154.5% 20.5

21.0% 10.9% (10.1)



OBH (Croatia)

Main components of the Statement of recognised
income

Adjusted net profit for the year...........ccovvrivviiieiincnnns
Adjusted total INCOME .......ccoevverviriiiriiiiieeeis
Adjusted net interest iNCOME ........ccooeeereerrrenennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses.................

Total T1SK COSES...oivrrriiiiiiiiiiiiriiee e

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans.............ccceeneee.

OTP Bank Ukraine

Main components of the Statement of recognised
income

Adjusted net profit for the year.........cccooevveniiiinicnienn,
Adjusted total INCOME ........coevvvrviriiiriiiiieieies
Adjusted net interest iNCOME .........cccevvvveervennnnnn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income...............
Adjusted other administrative eXpenses................

Total 11SK COSIS..coiviiiiiiiiiii e
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2017 2018 Change
(in HUF million) %
17,107 24,960 46
63,645 78,295 23
44313 54,059 22
12,604 16,042 27

6,728 8,194 22

(34,864) (42,840) 23
(7,932) (4,857) (39)
2017 2018 Change
pps
6.6% 5.5% (1.1
85.8% 109.5% 23.7
9.3% 9.6% 0.3

2017 2018 Change
(in HUF million) %
14,120 24,414 73
34,595 47,144 36
23,060 33,040 43

9,716 11,443 18

1,819 2,661 46

(15,719) (17,050) 8
(1,802) (920) (49)



Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans............ccccccvenee

OTP Bank Romania

Main components of the Statement of recognised
income

Adjusted net profit for the year.........cccoevverininicninnnn,
Adjusted total INCOME .......ccoevverririiiriiieiiienes
Adjusted net interest iNCOME .....covvervveereeereeaeennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative expenses................

Total TISK COSES...oiiurrriiiiieiiiiiieiiie et

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans.............c.ccenee.

OBSTr (Serbia)

Main components of the Statement of recognised
income

Adjusted net profit for the year...........ccocvvviiniiiieniiennns
Adjusted total iNCOME .........ccvvrvrvirieeiiecieene e
Adjusted net interest iNCOME ..........ccecvrveviiinennns

Adjusted net profit from fees and commissions .
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2017 2018 Change
pps
26.4% 15.1% (11.3)
118.8% 135.9% 17.1
47.1% 55.6% 8.5

2017 2018 Change
(in HUF million) %

3,035 3,850 27
27,137 30,759 13
19,779 23,410 18

3,063 3,563 16

4,295 3,786 (12)

(17,792) (20,174) 13

(5,394) (5,684) 5

2017 2018 Change
pps

13.5% 5.1% (8.4)

78.9% 119.8% 40.9

6.8% 7.5% 0.7

2017 2018 Change

HUF million %
(2,905) 2,999 (203)
10,071 30,306 201

7,235 20,514 184

2,275 7,285 220



Adjusted other net non-interest income...............
Adjusted other administrative eXpenses................

Total TISK COSES...oivrrriiiiiiiiiiiiiie et

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans.............cccoenee.

CKB (Montenegro)

Main components of the Statement of recognised
income

Adjusted net profit for the year.........cccoceevveriniiiiininnnn,
Adjusted total inCOME .........ccvvvereerieriieieeneeeen
Adjusted net interest iNCOME ......ccevvveereeererannenne
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses.................

Total T1SK COSES...oivrrriiiiiiiiiiiiiiiee e

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans..............cceenee.
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2017 2018 Change

HUF million %

561 2,507 347
(8,711) (24,079) 176
(4,374) (3,090) (29)

2017 2018 Change

pps

9.2% 3.9% (5.4)

69.6% 96.4% 26.8

(9.5%) 3.7% 13.2

2017 2018 Change

HUF million %

(156) 2,213 (1519)
9,709 10,729 11
6,543 7,529 15
3,319 3,227 3)

(153) 27 (82)

(7,907) (8,125) 3
(1,947) (65) 97)

2017 2018 Change

pps

31.3% 17.8% (13.5)

89.6% 101.0% 11.3

(0.7%) 7.3% 8.0



OBS (Slovakia)

Main components of the Statement of recognised
income

Adjusted net profit for the year...........ccovvrivviiieiincnnns
Adjusted total INCOME .......ccoevverviriiiriiiiieeeis
Adjusted net interest iNCOME ........ccooeeereerrrenennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses.................

Total T1SK COSES...oivrrriiiiiiiiiiiiriiee e

Indicators
90+ days past due loans/gross customer loans.................

Total provisions/90+ days past due loans.............ccceeneee.

Additional information on the OTP Group’s performance Q1 2019

OTP Group consolidated

Main components of the Statement of recognized
income

Consolidated net profit..........ccccovvvrieiinnieniiniicneenens
Adjustments (total) .......ccovvvvvieiiiiii
Adjusted net profit for the period ........c.cccoveviiiiiennnnnn,

Adjusted total INCOME........ccocvriririiiiieiiieie
Adjusted net interest inCOmMe .........ccoocvvevveennne.

Adjusted net profit from fees and
COMIMISSIONS ...t seee st eee e seeesreeeeens

Adjusted other net non-interest income
without one-offs ..o

Adjusted operating €Xpenses ..........ccoccevverierrennens
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2017 2018 Change
HUF million %
(2,051) 43 (102)
17,452 15,013 (14)
13,358 11,148 (17)
3,627 3,535 3)
467 330 (29)
(10,836) (12,416) 15
(8,436) (2,498) (70)
2017 2018 Change
pps
9.4% 7.4% (2.0)
78.1% 108.3% 30.2
(7.6%) 0.2% 7.7
1Q 2018 1Q 2019 Change
HUF million %
65,050 72,581 12
(14,216) (17,819) 25
79,266 90,400 14
206,335 239,716 16
143,614 162,670 13
49,579 57,223 15
13,142 19,823 51
(113,505) (130,958) 15



1Q 2018 1Q 2019 Change
HUF million %
Main components of the Statement of recognized
income
Total TiSK COSES .vvvvriiriiiiiiiiie e (1,289) (6,197) 381
1Q 2018 1Q 2019 Change
HUF million %
Main components of balance sheet, closing balances
TOtal ASSELS ...vvvevieiiieeiie e et rre e 13,511,182 16,107,501 19
Total customer loans (net, FX adjusted).........c.ccceevrnrnnen. 7,229,845 9,076,474 26
Total customer deposits (FX adjusted).........cceevrivrinnnen. 10,595,274 12,402,053 17
ISSUEA SECUTTLIES .ouvvreriiieiieesiriesireesireeste e e 258,602 381,911 48
Subordinated 10ans.........ccovvieiiiiiiiiiiiiee e 75,266 81,201 8
Total shareholders’ eqUity ......cccccevvverienienienieiese e 1,592,448 1,870,102 17
1Q 2018 1Q 2019 Change
pps
Indicators
ROE ..o 16.2% 15.9% 0.3)
Adjusted ROE .......cccooiiiiiiiiiie 19.7% 19.8% 0.1
Adjusted ROA ..o 2.4% 2.4% 0.0
Total revenue margin..........coceevvevveiininnsisesiene i 6.28% 6.30% 0.02
Net interest Margin.........ccovveereereeieesireseeseeseeniens 4.37% 4.28% (0.09)
COSt-t0-aSSEL TALI0......eeceiieiciesie e 3.46% 3.44% (0.02)
COSt/INCOME TALIO ..o 55.0% 54.6% (0.4)
RiSK COSE TALE ... 0.03% 0.24% 0.21
Net loan/(deposit+retail bond) ratio (FX adjusted) .......... 68% 73% 5

The consolidated Q1 2019 balance sheet and profit and loss statement already incorporated the balance sheet

of Expressbank and its subsidiaries purchased from Société Générale, as well as their three months earnings. In

respect of the Albanian subsidiary, which was also purchased from Société Générale, only the balance sheet

appeared in the OTP Group’s Q1 2019 financial statements.

The Albanian acquisition was completed on 29 March 2019. Accordingly, the first quarter earnings of the

Albanian subsidiary were not reflected in the consolidated profit and loss statement but were booked directly
in the shareholders’ equity of the OTP Group. As a result of the Albanian acquisition, consolidated total assets
grew by HUF 218 billion, performing (DPD0-90) loans by HUF 121 billion and deposits by HUF 176 billion.
The bank’s net loan-to-deposit ratio was 70 per cent. Within the performing (DPD0-90) portfolio, the retail
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book (the bulk of which is mortgage exposure) represented almost half of the total, 53 per cent. is corporate
loans and the rest is MSE loans.

Q1 2019 consolidated accounting after-tax profit was HUF 72.6 billion (+12 per cent. year-on-year) compared
with HUF 65 billion in Q1 2018. The accounting ROE was 15.9 per cent. (-0.3 percentage point year-on-year),
whereas the adjusted ROE stood at 19.8 per cent.

The total volume of adjustment items (after-tax) in Q1 2019 had a negative impact of HUF 17.8 billion. The
two material items were as follows:

° HUF 15.2 billion negative impact due to banking tax paid by the Hungarian and Slovakian subsidiaries
(after-tax); and

° HUF 2.8 billion negative effect of acquisitions (after-tax). The following main items might appear on
this line: the potential badwill related to acquisitions which improves the accounting result, expenses
related directly to the acquisitions and integration processes, and the volume of Dayl impairment under
IFRS 9 booked after the consolidation of the Bulgarian and Albanian subsidiaries.

In Q1 2019, the OTP Group posted HUF 90.4 billion adjusted after-tax profit underpinning a 14 per cent. year-
on-year increase. The profit already incorporated the net results of the Expressbank and its subsidiaries with
HUF 5.2 billion. Adjusted for this, the year-on-year increase would be 8 per cent. The profit contribution of
foreign subsidiaries increased from 46 per cent. to 50 per cent. year-on-year.

The effective tax rate decreased by 0.4 percentage point year-on-year to 11.2 per cent. Profit before tax was
HUF 101.8 billion, +14 per cent. year-on-year, adjusted for the Expressbank and its subsidiaries, growth was 7

per cent.

Consolidated net interest margin was 4.29 per cent. in 4Q 2018, whereas net interest margin in the main
segments was as follows: at OTP Core 2.98 per cent., at DSK 3.22 per cent., at OBRu 14.68 per cent., at OBH
2.88 per cent., at OBU 10.10 per cent. and at OBR 3.47 per cent. In 1Q 2019 the net interest margin decreased
from 4.29 per cent in 4Q 2018 by 1 percentage points to 4.28 per cent., mainly due to the effect of consolidation
of Expressbank and its subsidiaries. Without the acquisition the net interest margin would have grown by 4
basis points to 4.33 per cent., as calculated by the Issuer’s management.

Operating expenses grew by 15 per cent. year-on-year. Adjusted for the Expressbank and its subsidiaries, FX-
adjusted growth was 11 per cent. Costs were fuelled by IT and digital developments, as well as by wage inflation.
In Hungary for the January-February period, financial sector wages increased by 10 per cent. year-on-year. Also,
the average number of employees at OTP Core grew by 5 per cent. year-on-year.

Following the integration of Splitska banka in Croatia which completed in December 2018, cost developments
reflected the cost synergy benefits. Operating expenses of OTP Bank Croatia were HUF 4.6 billion in 1Q 2018,
whereas operating expenses for Splitska banka were HUF 6 billion. Adding these figures together and
accounting for an additional HUF 0.5 billion inflation and FX-effect, the adjusted 1Q 2018 operating expenses
of the two entities was approximately HUF 11.1 billion in 1Q 2018. After the integration, the operating expenses
of OBH were HUF 9.6 billion in 1Q 2019, which translates into 13 per cent. year-on-year cost saving. The
number of branches in Croatia decreased by 46 to 145 between March 2018 and March 2019, contributing to
the cost saving. The ROE of the Croatian operation was 12.5 per cent. in 1Q 2019, with 19.2 per cent. CET1
ratio, which is believed to by high by the Issuer’s management. The Issuer’s management believe that with a
more effective capital structure, assuming 15 per cent. CET1 ratio and 17.5 per cent. CAR, the ROE of the
Croatian operation would have been 15.8 per cent. which is above the mid-term ROE target for the OTP Group.

Due to the shift to IFRS 9, from Q1 2019, the OTP Group started to display the FX-adjusted Stage 1 and 2 loan
volumes changes to demonstrate business volume trends. However, in order to have comparable time periods,
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the Issuer will show the FX-adjusted DPD0-90 volume developments until the end of 2019. Using the DPDO-
90 performing category, organic growth would demonstrate a 14 per cent. year-on-year increase (FX-adjusted).

Regarding disbursement activity year-on-year, the Bulgarian (consumer and mortgage), the Ukrainian
(consumer), the Croatian (cash loan), the Romanian (mortgage) and the Serbian and Montenegrin (corporate)
lending activities were the strongest.

At the end of Q1 2019, the OTP Group’s gross operative liquidity reserves comprised EUR 8.4 billion
equivalent.

Stage 1 and Stage 2 loan volumes comprised HUF 8,959 billion, their ratio to total gross loans was 91.8 per
cent., of which Stage 1 was 85.5 per cent. and Stage 2 was at 6.3 per cent., respectively.

By the end of Q1 2019, Stage 3 loan rate was 8.2 per cent. The own provision coverage of Stage 3 loans was
65 per cent. Without the effect of consolidation of Expressbank and its subsidiaries and the OBA, the own
provision coverage of Stage 3 loans would have been 67.3 per cent. as at 31 March 2019. The Stage 3 volumes
were netted off fully with the allocated provisions in the case of OBA and partially in the case of the Bulgarian
Expressbank and its subsidiaries. The consolidated risk cost rate was 24 bps (2018 average: 23 bps).

The following tables show additional financial information by main segments of the OTP Group, for the
periods ended 31 March 2018 and 31 March 2019, respectively:

OTP Core
1Q 2018 1Q 2019 Change
HUF million %
Main components of the Statement of recognised
income
Adjusted net profit for the period.........c.ccoovivivviiiiincnnnns 39,095 39,851 2
Adjusted total inCOmMe.........cocevvererienieeieenenn 89,539 97,803 9
Adjusted net interest iNCOME ..........ccecveverrennnne 59,506 64,284 8
Adjusted net profit from fees and
COMIMISSIONS .eevvieeiieetie et 23,840 25,647 8
Adjusted other net non-interest income........... 6,193 7,872 27
Adjusted other administrative expenses ............. (51,578) (60,361) 17
Total TiSK COSES..vviiiiriiiiiiiesiiiee e 6,505 6,635 2
1Q 2018 1Q 2019 Change
%
Main components of balance sheet closing balances
TOtal ASSELS .oevvvvreeceiee e st e e e e 8,037,659 8,750,863 9
Net customer loans (FX-adjusted)........c.ccooeriennieinninnnn 2,693,849 3,087,094 15
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1Q 2018 1Q 2019 Change

pps
Indicators
ROE .o 10.8% 10.3% 0.5)
Stage 3 loans under IFRS 9/gross customer loans (%)..... 9.0% 5.6% 3.4
Own coverage of Stage 3 loans under IFRS 9 (%)........... 57.7%
90+ days past due loans/gross customer loans (%) .......... 6.2% 4.3% (1.8)
OTP Fund Management (Hungary)
1Q 2018 1Q 2019 Change
(HUF million) %
Main components of the Statement of recognised
income
Adjusted net profit for the period..........cccooeviiiinicninnnn, 1,074 1,001 (7)
Adjusted total inCOME........covuvverrerienieeieeeeen 1,698 1,647 3)
Adjusted net profit from fees and
COMIMUSSIONS ...vveviieeieeieer e 1,701 1,404 17)
Adjusted other net non-interest income........... 3) 244 (8,233)
Adjusted other administrative expenses ............. (517) (585) 13
Asset under management
Assets under management, total (w/o duplicates)V ......... 1,261 1,049 (17)

Note:

(1) The cumulative net asset value of investment funds and managed assets of OTP Fund Management, eliminating the
volume of own investment funds (duplications) being managed in other investment funds and managed assets of
OTP Fund Management.

Merkantil (Hungary)
1Q 2018 1Q 2019 Change
(HUF million) %
Main components of the Statement of recognised
income
Adjusted net profit for the period...........ccoovvviviiiiiiiennns 1,648 1,727 5
Adjusted total iNCOME .........ccvvrvrvirieeriecieeneeeee 3,269 3,446 5
Adjusted net interest iNCOME ........cccveereereeenenne 3,098 3,466 12
Adjusted net profit from fees and commissions . (30) (60) 101
Adjusted other net non-interest income.............. 202 40 (80)
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Adjusted other administrative expenses................

Total TISK COSES...oivrrriiiiiiiiiiiiiiiee e

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9..................

90+ days past due loans/gross customer loans.................

DSK Group (Bulgaria)

The Statement of recognised income
Adjusted net profit for the period........c.ccoevevviiiiiniinnnn.
Adjusted total inCOME ........cccevververieriieieeneeeeen
Adjusted net interest iNCOME ......ccerveereererannenne
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses.................

Total T1SK COSES...oivrrriiiiiiiiiiiiiiiie e

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9..................

90+ days past due loans/gross customer loans.................
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1Q 2018 1Q 2019 Change
(HUF million) %
(1,484) (1,561) 5
(137) (158) 15
1Q 2018 1Q 2019 Change
pps
7.7% 3.8% (4.0)
81.6%
5.8% 2.8% (2.9)
22.9% 18.3% (4.6)
1Q 2018 1Q 2019 Change
(HUF million) %
11,258 17,346 54
26,930 36,895 37
17,927 25,251 41
6,896 9,609 39
2,107 2,036 3)
(11,484) (16,739) 46
(3,045) (646) (79)
1Q 2018 1Q 2019 Change
pps
12.2% 7.8% (4.4)
56.6%
7.7% 4.7% (3.0
17.3% 15.2% (2.2)



OTP Bank Russia

Main components of the Statement of recognised
income

Adjusted net profit for the period.........cccoceeveinnne
Adjusted total INCOME .......ccoevverviriiiriiiiieeeis
Adjusted net interest iNCOME ........ccooeeereerrrenennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses.................

Total T1SK COSES...oivrrriiiiiiiiiiiiriiee e

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9..................

90+ days past due loans/gross customer loans.................

OBH (Croatia)

Main components of the Statement of recognised
income

Adjusted net profit for the period...........ccoovvvvviiiiiiiiinnns
Adjusted total iNCOME ........cccvrrirvirieeiec e
Adjusted net interest iNCOME ..........ccecvrveieiinennns
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income...............
Adjusted other administrative expenses................

Total TISK COSES...civrrriiiiiiiiiiiiiiiie e
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1Q 2018 1Q 2019 Change
HUF million %

7,205 6,641 3
31,539 33,946 8
25,213 26,334 4

6,238 6,957 12

89 655 637

(15,123) (14,871) 2)
(7,336) (10,740) 46
1Q 2018 1Q 2019 Change
pps

16.3% 15.0% (1.3)

94.1%

15.3% 14.1% (1.1)
20.6% 17.1% (3.5
1Q 2018 1Q 2019 Change

HUF million %

7,718 8,236 7
18,187 19,239 6
13,166 13,078 (1)

3,599 3,871 8

1,422 2,290 61

(10,611) (9,633) 9)

1,598 487 (70)



Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9..................

90+ days past due loans/gross customer loans.................

OTP Bank Ukraine

Main components of the Statement of recognised
income

Adjusted net profit for the period........ccccoovveviiiiiinninnnn,
Adjusted total INCOME .......ccoevverririiiriiieiiienes
Adjusted net interest iNCOME ........ccevveerveereeenennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income...............
Adjusted other administrative eXpenses................

Total T1SK COSES...oivvrriiiiiiiiiiiiriiie et

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9..................

90+ days past due loans/gross customer loans..................

OTP Bank Romania

Main components of the Statement recognised
income

Adjusted net profit for the period.........c.ccoovvvriviciiiiennnn,

Adjusted total iINCOME .......oevvvevieniiiiiie e,

100

1Q 2018 1Q 2019 Change
pps
9.7% 7.7% 2.0)
65.6%
6.9% 5.6% (1.3)
12.8% 12.5% (0.3)
1Q 2018 1Q 2019 Change
(HUF million) %
5,833 8,294 42
9,399 14,896 58
6,118 10,575 73
2,404 3,263 36
877 1,058 21
(3,505) (4,694) 34
1,047) (201) (119)
1Q 2018 1Q 2019 Change
pps
37.9% 23.0% (14.9)
8.2%
25.1% 14.2% (10.9)
68.2% 54.3% (14.0)
1Q 2018 1Q 2019 Change
(HUF million) %
1,504 1,231 (18)
6,629 8,579 29



Adjusted net interest iNCOME ........ccoceeereerrrenrnnn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative expenses................

Total TISK COSES...oivrrriiiiiiiiiiiiiiee e

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9.................

90+ days past due loan volume (in HUF million).............

OBSTr (Serbia)

Main components of the Statement of recognised
income

Adjusted net profit for the period........c.cccoovevviiinicniennnn,
Adjusted total INCOME .......ccoevverririiiriiieieee s
Adjusted net interest iNCOME .......cevveereeererenneane
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses................

Total 11SK COSES..coiviiiiiiiiiii e

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9..................

90+ days past due loans/gross customer loans..................
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1Q 2018 1Q 2019 Change
(HUF million) %
5,112 5,996 17

829 764 (8)

689 1,819 164

(4,735) (6,118) 29
72 (1,253) (1,840)

1Q 2018 1Q 2019 Change

pps

15.6% 9.8% (5.9)

44.2%
11.4% 4.8% (6.6)
12.3% 6.6% (5.7)
1Q 2018 1Q 2019 Change
(HUF million) %

573 1,288 125
6,616 7,483 13
4,645 5,332 15
1,589 1,714 8

383 438 14

(5,707) (5,962) 4
(346) (239) (€28)

1Q 2018 1Q 2019 Change
pps

10.2% 4.7% (5.5)

62.8%
9.3% 3.8% (5.5)



CKB (Montenegro)

Main components of the Statement of recognised
income

Adjusted net profit for the period........ccccoeveviiiiniininnnn.
Adjusted total inCOME ........cccvvververierieeieene e
Adjusted net interest iNCOME ......ccevverreeereeenennn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............
Adjusted other administrative eXpenses.................

Total T1SK COSES...oivrrriiiiiiiiiiiiriiee e

Indicators
Stage 3 loans under IFRS 9/gross customer loans ...........
Own coverage of Stage 3 loans under IFRS 9.................

90+ days past due loans/gross customer loans.................

OBS (Slovakia)

Main components of the Statement of recognised
income

Adjusted net profit for the period.........ccccoevvvvriiiiiennnn.
Adjusted total INCOME ........coevvvrviriiiriiiiieieie s
Adjusted net interest iNCOME .........ccceevvveervennnnnn
Adjusted net profit from fees and commissions .
Adjusted other net non-interest income..............

Adjusted other administrative expenses.................
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1Q 2018 1Q 2019 Change
pps

3.1% 6.2% 3.1

1Q 2018 1Q 2019 Change
(HUF million) %

688 695 1
2,374 2,802 18
1,717 1,959 14

638 745 17

19 97 417
(1,968) (1,991) 1
367 (46) (113)

1Q 2018 1Q 2019 Change
pps

35.0% 19.3% (15.7)

80.4%
29.9% 16.4% (13.6)
14.2% 7.3% (6.9)
1Q 2018 1Q 2019 Change
(HUF million) %

770 350 (55)
3,644 3,550 3)
2,785 2,595 (7)

794 864 9

65 90 39
(2,890) (3,181) 10



1Q 2018 1Q 2019 Change

(HUF million) %
Total TISK COSES..vviiviiriiiiiiiiiiii it 213 11 (95)
1Q 2018 1Q 2019 Change
pps
Indicator
Stage 3 loans under IFRS 9/gross customer loans ........... 11.4% 9.0% 2.5)
Own coverage of Stage 3 loans under IFRS 9.................. 71.1%
90+ days past due loans/gross customer loans................. 9.4% 7.3% (2.2)
ROE .o 12.1% 4.9% (7.2)

Alternative Performance Measures

The Issuer considers each metric set out below to constitute an APM as described in the European Securities
and Markets Authority Guidelines on Alternative Performance Measures (the “ESMA Guidelines”) published
on 5 October 2015 by the European Securities and Markets Authority and which came into force on 3 July 2016.
An APM should not be considered in isolation from, or as substitute for any analysis of, financial information
presented in compliance with Financial Reporting Standards 102 (FRS 102).

° Adjusted net profit for the year

Definition: Net profit for the year as per the financial statements modified by
adjustments determined by management.

Explanation: Provides additional information on profits for the period on an adjusted
basis, in order to enable better comparability of profits of prior periods.

Reconciliation table:

OTP Group
2018 2017
Net profit for the Year .........cccoviiiiiiiiiiii 318,322 281,339
(1) AdJustments (t0tal).......cvvveverieriiere e (7,014) (2,732)
Dividends and net cash transfers (after income tax)..........cccceeeenee. 457 680
Goodwill/investment impairment (after income tax)...........cccoeverreene (4,729) (6,064)
Bank tax on financial institutions (after income tax)...........ccccceennee. (15,286) (15,233)
Effect of acquisitions (after income tax) ..........cocoverviinivnieieenennens (6,844) 17,708
Impact of fines imposed by the Hungarian Competition Authority
(After INCOME tAX) 1..veiureiririieitieitiei ettt se e nre e 565 177
Initial NPV gain on the monetary policy interest rate swap (MIRS)
deals (after INCOME tAX) ...ovvvirrierrierieie e 18,823 —
Adjusted net profit for the year..........ccoccvvviiiiiiiiie i 325,334 284,072
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Adjusted net interest income

Definition:

Explanation:

Reconciliation table:

Net interest income before loss allowance on loans and placements as
per the financial statements modified by adjustments determined by
management.

Provides additional information on net interest income for the period on
an adjusted basis, in order to enable better comparability of net interest
income of prior periods.

OTP Group

2018 2017
Net INTETESt INCOME ..vviiveeiirieiieeiieertee et e e see et e e et e e seeentr e e sraeenrees 624,723 553,755
(-) Revaluation result of FX provisions .........c.cccueeevveeneiiniieenieneeneens (44) 190
(+) Presentation of the revaluation result of intra-group swaps on the
net interest income line realized at the Romanian and Slovakian
OPCIATIONS vttt et e ettt et st e sb e e sr e e e ssn e s ne e sbeenb e e n e e b e e snenrnenneas (116) (103)
(-) Netting of interest revenues on DPD90+ loans with the related
provision (booked on the Provision for loan losses line) at OTP Core
Y1 O] G2 SRS 3,340 5,961
(-) Effect of acquisitions on net interest iNCOME .........cceevverververeennens 795 847
(-) Initial NPV gain on the monetary policy interest rate swap
(MIRS) dEaIS....ceiuierieeiiesie st eieeieee ettt ettt nee e 20,685
Adjusted net iNterest INCOME........ccververiirireiieieere e 599,831 546,654

Adjusted net profit from fees and commissions

Definition:

Explanation:

Net profit from fees and commissions as per the financial statements
modified by adjustments determined by management.

Provides additional information on net profit from fees and
commissions for the period on an adjusted basis, in order to enable
better comparability of net profit from fees and commissions of prior

periods.
Reconciliation table:
OTP Group
2018 2017
Net profit from fees and COMMISSIONS .......cecveviriiiiiiiiiniiiieeiee e 277,675 261,193
(+) Payment transaction dULy .........ccceoveeviiieiiieniie s (56,958) (51,770)
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OTP Group

2018 2017
(-) Effect of acquisitions net profit from fees and commissions .......... (14) &)
Adjusted net profit from fees and coOmmisSIONS..........occvcviieiveiieniennins 220,732 209,428
Adjusted other net non-interest income without one-offs
Definition: Sum of foreign exchange gains (net), gain/loss on securities (net), other

operating income and gain on financial assets/liabilities measured at fair
value through profit or loss as per the financial statements modified by
adjustments determined by management.

Explanation: Provides additional information on other non-interest income of the
period on an adjusted basis, in order to enable better comparability of
other non-interest income of prior periods.

Reconciliation table:

OTP Group

2018 2017
Foreign exchange gains, Net...........ccccovvvireiinieniene e 40,616 21,870
Gain/loSS ON SECUTILIES, NEL ...uvvvviiiieeiiiiiriiiieee e it e e e s s eiabrree e e e e s e enaees 1,344 7,930
Other Operating INCOME ........ccvrverierierisere e 39,422 65,471
Gains on financial assets/liabilities measured at fair value through
PLOTIE OF LOSS .ttt e 597 —
(-) Revaluation result of FX positions hedging the revaluation of FX
PTOVISIONIS ...vevve ettt sttt sttt et r bbbt snenenre s 3,153 (4,350)
(-) Effect of aCqUISItIONS .....ccvviiviieieiiieiiieieeie e 34 32,393
(-) Received cash transfers..........cocovvveieiineciciesee e 575 584
(+) Received cash transfers within the framework of the subsidy
programme targeting the expansion of POS network in Hungary ....... 480 560
(-) Non-interest income from the release of pre-acquisition
PTOVISIONS ...ttt sttt eitee sttt e et e st et e et e et e et e et e et e et eeebreenbeeennee s 13,507 9,750
(+) Other NON-INterest EXPEISES .....covrvvervirririerieieriiire s (6,537) (9,666)
(+) Change in shareholders' equity of companies consolidated with
eqUILY MELHOM ... 246 413
(-) One-off impact of regulatory changes related to CHF consumer
CONLracts I CrOALIA ......ovvviviriiiiiiceee e (26) (54)
(-) One-off impact of the CHF mortgage loan conversion programme
and regulatory changes related to mortgage loans in Romania............ (375) (363)
(-) Impact of fines imposed by the Hungarian Competition Authority 0 194
(-) Netting of refunds related to legal cases (accounted for on the Net
other non-interest result line) with the release of provisions created (630) (1,200)
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OTP Group

2018 2017

earlier for these cases (accounted for on the Other provisions line)
from 1Q 2017 at OTP Bank Romania..........ccceceeveinenneiiieiienienieniens
(-) Presentation of the revaluation result of intra-group swaps on the
net interest income line realized at the Romanian and Slovakian
OPCIATIONS 1ttt e sr et ettt r e e e sn e ne e n e e e n e s (116) (103)
Adjusted other net non-interest income (with one-offs) 60,046 49,727
(-) Revaluation result of the treasury share swap agreement (booked
as Gain on securities, net (adj) at OTP Core).......cccocvevveiviieriiveneenneens (1,117) 864
Adjusted other net non-interest income without one-offs................... 61,163 48,863

Adjusted total income

Definition: Sum of adjusted net interest income, adjusted net profit from fees and

commissions and adjusted other net non-interest income.

Explanation: Provides additional information of total income on an adjusted basis, in
order to enable better comparability of total income of prior periods.

Reconciliation table:

OTP Group
2018 2017
Adjusted net interest iNCOME................coovieiiiiiiieni s 599,832 546,654
Adjusted net profit from fees and commissions .............................. 220,731 209,428
Adjusted other net non-interest income without one-offs .............. 61,163 48,863
Adjusted total iNCOME .............cccoeeiiiiiiiiiiicie e 881,726 804,945
Adjusted operating expenses
Definition: Other administrative expenses as per the financial statements modified
by adjustments determined by management.
Explanation: Provides additional information of other administrative expenses on an

adjusted basis, in order to enable better comparability of other
administrative expenses of prior periods.

Reconciliation table:

OTP Group

2018 2017
Other adminiStrative @XPENSES .......vevrverreererrerieereeseesreesresreseesreenneens (573,281) (499,450)
(-) Goodwill impairment charges...........ccocvvevieiieniienesseeeee e (5,962) (504)
(<) Effect of acqUiSItIONS ......cvvvivveiiiiiiiiie i (9,805) (3,725)
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OTP Group

2018 2017
() Other costs and EXPENSES ......covverreerrerrerirereeseeseesreesre e seesreenreens (7,152) (5,795)
(+) Other NON-INtErest EXPEISES .....evrrrerverririerrererrisresresreseeseene e (16,002) (21,162)
(-) Paid cash transfers .........ccccevveiiniiiiii (9,465) (11,496)
(+) Film subsidies and cash transfers to public benefit organisations.. (9,449) (11,495)
(=) Other NON-INtETESt EXPENSES .....vevirrerriiririiiiieierrinre st (6,537) (9,666)
(-) Special tax on financial INStItULIONS .....vvvvverveereeieeieee s (16,848) (16,794)
(-) Tax deductible transfers (offset against corporate taxes) ............... (2,057) (2,162)
(-) Financial Transaction TaX .....ccc.ccvvivieeiiiieiniensiinesneesieessieessiessseeesnns (56,958) (51,770)
(-) Impact of fines imposed by the Hungarian Competition Authority (1,435) —
Adjusted Operating EXPENSES........cvvereerreerreerreaireareseeseesreesresneseesees (496,817) (441,786)

Adjusted provision for impairment on loan and placement losses

Definition:

Explanation:

Reconciliation table:

Loss allowance on loans and placements as per the financial statements
modified by adjustments determined by management.

Provides additional information of loss allowance on loans and
placements on an adjusted basis, in order to enable better comparability
of other administrative expenses of prior periods.

OTP Group

2018 2017
Loss allowance on loans and placements...........ccocvevvenienennenieninennnn. (39,287) (40,848)
(+) Non-interest income from the release of pre-acquisition
PTOVISIONS ... eutieteeieesteesteesteeste et ee et see e st e ste e teestees e sseesreesreesreenaeeneeenes 13,507 9,750
(-) Revaluation result of FX provisions .........c.cccoeereeneiieiiieniienieneens (3,088) 4,144
(-) One-off impact of the CHF mortgage loan conversion programme
and regulatory changes related to mortgage loans in Romania............ 37 1,777
(+) Netting of interest revenues on DPD90+ loans with the related
provision (booked on the Provision for loan losses line) at OTP Core
ANd CKB ..o 3,340 5,961
(=) Effect of aCqUISItIONS .......ccvvvivrieiieiieencsee e (33) —
Adjusted provision for impairment on loan and placement losses....... (19,283) (31,058)

Return On Equity (“ROE”)

Definition:

Net profit for the year divided by average total equity (weighted
monthly average of total equity is used in the calculation, calculated on

107



Explanation:

Reconciliation table:

Net profit for the year ...............

Average total equity ........ccccernenne

Adjusted ROE

Definition:

Explanation:

Reconciliation table:

Adjusted net profit for the year

Average total equity ........cc.cceeueene
Adjusted ROE........cccccoevininninns

Adjusted Return On Assets

Definition:

Explanation:

Reconciliation table:

the basis of arithmetic averages of the opening and closing balances for
each of the months in the period stated, weighed by the sum of days in
the months).

Provides additional information on financial performance and
profitability of the bank, compared to its total equity.

OTP Group

2018 2017
......................................................... 318,322 281,339
......................................................... 1,703,881 1,518,599
......................................................... 18.7% 18.5%

Adjusted net profit for the year divided by average total equity
(weighted monthly average of total equity is used in the calculation,
calculated on the basis of arithmetic averages of the opening and closing
balances for each of the months in the period stated, weighed by the
sum of days in the months).

Provides additional information on financial performance and
profitability of the OTP Group, compared to its total equity.

OTP Group
2018 2017
......................................................... 325,334 284,072
......................................................... 1,703,881 1,518,599
......................................................... 19.1% 18.7%

Adjusted net profit for the year divided by average total assets
(weighted monthly average of total assets is used in the calculation,
calculated on the basis of arithmetic averages of the opening and closing
balances for each of the months in the period stated, weighed by the
sum of days in the months).

Provides additional information on financial performance and
profitability of the OTP Group, compared to its total equity.
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Adjusted net profit for the year
Average total assets............c.......

Adjusted ROA ......cocoovvviienn,

Total revenue margin

Definition:

Explanation:

Reconciliation table:

Adjusted total income...............
Average total assets...................

Total revenue margin ................

Net interest margin

Definition:

Explanation:

Reconciliation table:

Adjusted net interest income

Average total assets...........co.....

Net interest margin....................

OTP Group

2018 2017
............................................................ 325,334 284,072
.......................................................... 13,933,485 11,996,517
.......................................................... 2.33% 2.37%

Adjusted total income divided by average total assets (weighted
monthly average of total assets is used in the calculation, calculated on
the basis of arithmetic averages of the opening and closing balances for
each of the months in the period stated, weighed by the sum of days in
the months).

Provides additional information on revenue generation of assets of the
OTP Group.

OTP Group

2018 2017
........................................................... 881,726 804,945
........................................................... 13,933,485 11,996,517
........................................................... 6.33% 6.71%

Adjusted net interest income divided by average total assets (weighted
monthly average of total assets is used in the calculation, calculated on
the basis of arithmetic averages of the opening and closing balances for
each of the months in the period stated, weighed by the sum of days in
the months).

Provides additional information on net interest generation of assets of
the OTP Group.

OTP Group

2018 2017
........................................................... 599,831 546,654
........................................................... 13,933,485 11,996,517
........................................................... 4.30% 4.56%
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Cost-to-asset ratio

Definition:

Explanation:

Reconciliation table:

Adjusted operating expenses

Average total assets...................

Cost-to-asset ratio ......cceeeeeeeiinnns

Cost/income ratio

Definition:

Explanation:

Reconciliation table:

Adjusted operating expenses

Adjusted total income...............

Cost/Income ratio.......ccceeeeeerenns

Risk cost rate

Definition:

Explanation:

Absolute value of Adjusted operating expenses divided by average total
assets (weighted monthly average of total assets is used in the
calculation, calculated on the basis of arithmetic averages of the
opening and closing balances for each of the months in the period
stated, weighed by the sum of days in the months).

Provides additional information on operating efficiency of the OTP
Group.

OTP Group

2018 2017
........................................................... (496,817) (441,786)
........................................................... 13,933,485 11,996,517
........................................................... 3.57% 3.68%

Absolute value of Adjusted operating expenses divided by Adjusted
total income.

Provides additional information on operating efficiency of the OTP

Group.

OTP Group

2018 2017
........................................................... (496,817) (441,786)
........................................................... 881,726 804,945
........................................................... 56.3% 54.9%

Absolute value of adjusted provision for impairment on loan and
placement losses divided by average gross loans (weighted monthly
average of total assets is used in the calculation, calculated on the basis
of arithmetic averages of the opening and closing balances for each of
the months in the period stated, weighed by the sum of days in the
months).

Provides additional information on level of loss allowances compared
to the size of the portfolio.
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Reconciliation table:

OTP Group

2018 2017
Adjusted provision for impairment on loan and placement losses....... (19,283) (31,058)
AVETage Sross L0ANS ......oiviiiiiiiiiie e 8,262,996 7,157,212
RISK COSE TALE.....viviiiiiie ittt 0.23% 0.43%

Leverage (average equity/average assets)

Definition:

Explanation:

Average total equity divided by average total assets (weighted monthly
average of total equity and total assets is used in the calculation,
calculated on the basis of arithmetic averages of the opening and closing
balances for each of the months in the period stated, weighed by the
sum of days in the months).

Provides additional information on the level of equity of the OTP Group
compared to its total assets.

Reconciliation table:

OTP Group

2018 2017
AVETrage total SQUILY ...c.eervieriieiieieiie et 1,703,881 1,518,599
AVETage t0tAl @SSELS...evvevieiieiieiesie e stee e ettt 13,933,485 11,996,517
Leverage (average equity/average assets)........ccoocevvriiivrisisiennieiennens 12.2% 12.7%

Stage 3 ratio

Definition:

Explanation:

Stage 3 loans gross amount under IFRS9 divided by total gross loans
less accrued interest receivables related to DPD90+ loans.

Provides additional information on the loan portfolio.

Reconciliation table:

OTP Group

2018 2017
Stage 3 10ans Zross aMOUNL........ccverrieiriirireerreesreeeere e 753,033 —
GTOSS CUSTOMET LOANS ..vviivvveiiiieiiieeiieciee et tee st e st e e 8,751,955 —
(-)Accrued interest receivables related to DPD90+ loans.................... 32,613 —
Gross customer loans (adjusted) ........ccoeiiriiiiiiin i 8,719,342 —
StAZE 3 TALIO ..eviveerieieeiee e s 8.6% —
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Own coverage of Stage 3 loans

Definition: Loss allowance on Stage 3 loans divided by Stage 3 loans gross amount.
Explanation: Provides additional information on the loan portfolio and its
provisioning.

Reconciliation table:

OTP Group
2018 2017
Loss allowance on Stage 3 10anS .......ccoooverieiiiiinienieneeseeeee s 502,667 —
Stage 3 10anS Zross AMOUNL.......eereerrierreirireesreesreereere e 753,033 —
Own coverage of Stage 3 10aNS........cooerviiniiicien e 66.8% —
DPDY90+ ratio
Definition: Gross amount of loans overdue more than 90 days divided by total gross
amount of loans less accrued interest receivables related to DPD90+
loans.
Explanation: Provides additional information on the loan portfolio.
Reconciliation table:
OTP Group
2018 2017
Gross amount of loans overdue more than 90 days .........cccccoeevriennnnns 551,498 707,211
Gross CUSTOMET 08NS .......ccoiiviiiiiiiie e 8,751,955 7,726,631
(-)Accrued interest receivables related to DPD90+ loans.................... 32,613 36,212
Gross customer loans (adjusted) ........cccoeiiriiiiiiiie e 8,719,342 7,690,419
DPDO0+ TALO ...ttt ittt 6.3% 9.2%
DPDY0+ coverage
Definition: Total amount of allowances for loan losses as per the financial
statements less allocated provision on accrued interest receivables
related to DPD90+ loans divided by the gross amount of loans overdue
more than 90 days.
Explanation: Provides additional information on the loan portfolio and its
provisioning.
Reconciliation table:
OTP Group
2018 2017
Allowances for 10an 10SSES .......cccverivieriiiiiieiiee e (685,364) (738,796)
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OTP Group

2018 2017

(-)Allocated provision on accrued interest receivables related to
DPDO0+ 10ANS......cciiiiiiiiiiiee ittt (32,613) (36,212)
Allowances for loan losses (adjusted)........coovervreriienienienienene e, (652,751) (702,585)
Gross amount of loans overdue more than 90 days ..........c.cccoovrvennenns 551,498 707,211
DPDO0+ COVEIAZR.....ccviiiiiiiiiiiic i 118.4% 99.3%

Net loan-to-deposit ratio

Definition: Loans at amortized cost and at fair value divided by total customer

deposits without accrued interest liabilities on deposits from customers.
Explanation: Provides additional information on the proportion of loans and deposits.

Reconciliation table:

OTP Group
2018 2017
Loans at amortized cost and at fair value............cceevvviiiiiiiiiiiniienecennn 8,066,593 6,987,834
Total customer deposits without accrued interest liabilities on
deposits frOM CUSTOIMETS ......eeuviriiiriieiiee ittt 11,273,241 10,218,796
Net 10an-to-deposit Tatio .........cccceriiiiiiiiiiic 71.6% 68.4%
Net loans to deposits including retail bonds ratio
Definition: Loans at amortized cost and at fair value divided by the sum of total

customer deposits without accrued interest liabilities on deposits from
customers and retail bonds.

Explanation: Provides additional information on the proportion of loans and deposits.

Reconciliation table:

OTP Group

2018 2017
Loans at amortized cost and at fair value..........ccoccvevieeiiieniiniiienenns 8,066,593 6,987,834
Total customer deposits without accrued interest liabilities on
depOoSits frOM CUSTOIMETS ....veevvieriiieiiiieriie e sire e 11,273,241 10,218,796
Retail DONAS ..vevviiiiiec e 4,732 6,500
Net loans to deposit including retail bonds ratio..........c.cccoeervervinnnn 71.5% 68.3%

All figures in the tables above are rounded and shown in HUF million.
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For FX adjustment, the closing cross currency rates for the current period were used to calculate the HUF
equivalent of loan and deposit volumes in the base periods.

Capital management

The primary objective of the capital management of the OTP Group is to ensure prudent operations, to comply
with the requirements of the regulator and to maximise shareholder value, accompanied by an optimal financing
structure. The capital management of the members of the OTP Group includes the management and evaluation
of shareholders’ equity available for hedging risks, other types of funds to be recorded in the equity and all
material risks to be covered by the capital.

The basis of the capital management of the OTP Group members in the short term is the continuous monitoring
of their objective capital positions and strategic business planning, which includes monitoring of their capital
position. The OTP Group members maintain capital adequacy as required by their respective regulatory bodies
and any planned risk taking is carried out on the basis of ensuring and developing their profitability. If the
planned risk level of an OTP Group member exceeds its core and the previously raised supplementary capital,
it ensures the prudent operation by occasional measures. The Issuer also effects capital management through its
dividend policy, and transactions performed with treasury shares.

The OTP Group uses the standard method for determining regulatory capital requirements with respect to credit
risk and market risk.

From 31 December 2012, the OTP Group has been following the principle of “partial use” in calculating the
consolidated capital requirement for operational risks based on the Advanced Measurement Approach (“AMA”)
methodology. The consolidated capital requirement for operational risks is calculated based on the AMA model
approved by the MNB. The following subsidiaries are currently covered by the AMA: the Issuer, OTP Mortgage
Bank Ltd., OTP Building Society Ltd., OTP Factoring Ltd., Merkantil, OTP Bank Ukraine, OTP Bank Russia,
DSK, OBS, OBSr and CKB. The consolidated capital requirement for operational risks is the sum of the AMA
capital requirement and the Basic Indicator Approach (“BIA”) capital requirement calculated by those
subsidiaries that do not fall under the AMA. The stand-alone capital requirement for operational risks regarding
the Issuer and the subsidiaries covered by the AMA scope is allocated from the consolidated AMA capital
requirement for operational risks. The OTP Group has a different type of insurance which aims to mitigate
operational risk losses, but any AMA-compliance insurance or other risk transfer mechanisms are not applied
in order to reduce the capital requirement for operational risk.

Regulatory capital and capital ratios

CRD IV and CRR transpose the global standards on banking regulation into the EU legal framework. The OTP
Group has complied with the regulatory capital requirements throughout 2017 and 2018.

For international comparison purposes, the OTP Group calculated its regulatory capital based on IFRS data as
adopted by the EU, and its consolidated capital adequacy ratio based on this in accordance with the regulations
of Basel III.

The composition of consolidated regulatory capital and the capital ratios of the Issuer according to Basel III
regulation implementation, based on IFRS financials and accounting scope of consolidation, are as follows:

Calculation on IFRS basis 2015 2016 2017 20180 1Q 2019®W

Capital adequacy ratio (%) ......cc.ccevevene. 16.2% 16.0% 14.6% 18.3% 16.5%
Tier 1 ratio (%) 13.3% 13.5% 12.7% 16.5% 14.9%
Common Equity Tier 1 ratio (%).......... 13.3% 13.5% 12.7% 16.5% 14.9%
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Calculation on IFRS basis 2015 2016 2017 20180 1Q 2019®W

Capital adequacy ratio (%) ......cc.ceovevene. 16.2% 16.0% 14.6% 18.3% 16.5%

Capital adequacy ratio - fully loaded,
including non-eligible profit less

dividend (%) .....coovvveriniiieee 16.4% 18.2% 17.3% 18.3% 16.5%

CET1 ratio - fully loaded, including non-

eligible profit less dividend (%)............ 13.5% 15.8% 15.3% 16.5% 14.9%

(in HUF billion)

OWN fUNAS ..o 1,064 1,079 1,229 1,732 1,774

Tier 1 capital ... 873 911 1,063 1,565 1,608

Common Equity Tier 1 capital.............. 873 911 1,063 1,565 1,608

Additional Tier 1 capital.........c..ccccer.e.. 0 0 0 0 0

THEN 2 i 191 168 166 167 166

Consolidated Risk Weighted Assets...... 6,576 6,730 8,390 9,489 10,769

Consolidated Risk Weighted Assets /

Total ASSEES ....cvvveceierreeee s 62% 60% 64% 65% 67%
Note:

(1) In2018and 1Q 2019, reported CET1 capital and therefore Tier 1 Capital as well as Own funds (and the ratios calculated therefrom) contain
the profit for the period decreased by the dividend.

As at 31 December 2017 the consolidated Common Equity Tier 1 (““CET1”) ratio under IFRS (including the
eligible net result less dividend) was 15.3 per cent. In 2018, this ratio increased in total by 1.2 percentage points,
out of which 3.7 percentage points was due to organic capital generation, 1.7 percentage points decrease was
due to organic growth (including the effects of risk weighted assets changes due to market risk), 0.7 percentage
points decrease was due to dividend payment and 0.1 percentage points decrease was due to regulatory impact
(including change of risk weight for sovereign exposure and IFRS 9 effect with the application of transitional
rules).

As at 31 December 2018, the consolidated CET1 ratio under IFRS (including the eligible net result less dividend)
was 16.5 per cent. In Q1 2019 this ratio decreased in total by 1.6 percentage points, out of which 1.1 percentage

points was an increase due to organic capital generation, 2 percentage points decrease was due to acquisitions,

organic growth (including the effects of risk weighted assets changes due to market risk) had no impact, 0.3

percentage points decrease was due to dividend payment and 0.3 percentage points decrease was due to

regulatory impact (including effect of IFRS 16 implementation, change of risk weight for sovereign exposure

and IFRS 9 effect with the application of transitional rules).

As at 31 March 2019, the Issuer’s consolidated CET1 ratio under IFRS (including the quarterly net result less
dividend) was 14.9 per cent. For the purpose of incorporating the quarterly results into the calculation of
regulatory capital, the Issuer conducted a review in case of the consolidated first quarter results. The eligible
profit (interim profit less dividend) can be included in the regulatory capital Q1 2019. However, regarding the
calculation of eligible profit for Q1 2019, the deducted dividend amount was determined in accordance with
the Commission Regulation (EU) No. 241/2014. Accordingly, in the absence of a stated dividend policy, the
amount of the dividend to be deducted should be calculated out of the previous three years’ average dividend
payment ratio and that of the preceding year the higher ratio must be applied. The dividend amount must be
calculated from the Issuer’s standalone accounting profit, and this must be deducted from the consolidated
regulatory capital. This calculated dividend amount (HUF 28 billion) cannot be considered as an indication of
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the management’s dividend proposal, since the dividend proposal after the 2019 fiscal year will be decided by
management in the first quarter of 2020.

Out of the six acquisitions announced since the beginning of 2018, the Bulgarian and Albanian acquisitions
were completed in Q1 2019 and their capital impact was reflected in the consolidated Q1 2019 CET1 ratio. The
expected CET1 ratio impact of the on-going Serbian, Moldavian, Montenegrin acquisitions, as well as the
Slovenian acquisition announced on 3 May 2019, in total is 2.7 percentage points decrease. Consequently, if all
these four acquisitions had already been included in the OTP Group as at the end of Q1 2019, the CET1 ratio
would have been lower by such amount. Financial completion of these four ongoing acquisitions is expected to
be completed at various times in 2019. For the purpose of incorporating the quarterly results into the calculation
of the regulatory capital, the Issuer will have a review also in case of the consolidated Q2 2019 and Q3 2019
results.

OTP Group’s mid-term CET1 ratio target is 15 per cent. and the Issuer’s management intends to keep it within
the range of 12 per cent. to 18 per cent.

At the end of 2018, the capital adequacy ratio of OTP Group under CRR was 18.2 per cent. which contains the
profit for the 2018 financial year and the deduction of dividend payment for the 2018 financial year. The CET1
ratio at the end of 2018, calculated on the same basis, was 16.5 per cent.

At 31 March 2019, the capital adequacy ratio of the OTP Group under CRR was 16.5 per cent. which contains
the eligible profit (interim profit less dividend). The CET1 ratio as at 31 March 2019 calculated on the same
basis was 15.0 per cent.

The slight difference between the capital ratios based on IFRS financials and accounting scope of consolidation,
and the capital ratios calculated under CRR, is due to the different scope of consolidation, as disclosed by the
Issuer in the Disclosure by Institutions in line with the Credit Institutions Act and CRR 11, the so-called Pillar
III report.

The OTP Group consolidated regulatory capital requirements are measured against the capital levels calculated
on the scope of consolidation according to CRR.

The leverage ratio under CRR was 7.5 per cent. in 2015, 7.7 per cent. in 2016, 9.3 per cent. in 2017 and 10.1
per cent. in 2018. This 10.1 per cent. compares to the 5.3 per cent. of the European Banks weighted average as
published by EBA in its Risk Dashboard (data as of Q4 2018).

The following table sets out the Issuer’s stand-alone and its subsidiary banks’ capital adequacy ratios
under local regulation, as at 31 December 2018.

2018
OTP Bank Plc. Stand-alomne ..........cccoceeieeriiiiiiiiicneeseeseee e 28.2%
DISK e 16.3%
OBRU .ttt bbb bR R R e R Rttt r R n s 15.0%
OBH ..o e 20.0%
OBR et E bR Rt r et n s 18.0%
O BT e s 22.6%
OB S et E R E R Rt r et n s 16.6%
OBU e e 19.6%
CKB e 22.7%
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Capital requirements

The OTP Group’s total capital regulatory minimum level including the Supervisory Review and Evaluation
Process (“SREP”) capital requirement was 13.2 per cent. at 31 March 2019, whereas the Tier 1 regulatory
minimum level was 10.9 per cent. Since the OTP Group does not have any AT1 capital instruments, Tier 1
minimum requirement level applies to CET1 as well. The total capital requirement at the end of 2019 is forecast
to be approximately 13.4 per cent. The Tier 1 requirement is forecast to be 11.1 per cent. and CET1 requirement
is forecast to be 9.4 per cent. Forecasted requirements include 1.17 per cent. Pillar 2 requirements, which can
be met proportionally with CET1, Tier 1 and Tier 2 capital, so Pillar 2 requirement composed of minimum 56
per cent. CET1, 19 per cent. Additional Tier 1 and 25 per cent. Tier 2. The SREP rate (the sum of Pillar 1 and
Pillar 2 requirements divided by the Pillar 1 requirement) on the OTP Group set by MNB is 114.63 per cent. in
2019.

The capital requirement also includes 4.2 per cent. capital buffers, which need to be met by CET1. In Hungary
capital conservation buffer is 2.5 per cent., systemic risk buffer is O per cent., other systemically important
institutions (“O-SII”) buffer: 1.5 per cent. and countercyclical buffer (“CCyB”) is 0 per cent. In certain foreign
subsidiary countries CCyB is already introduced, which have an impact on the consolidated buffer requirements.
In Slovakia CCyB is 1.25 per cent. currently and expected to increase to 1.5 per cent. in August 2019. In addition,
CCyB is expected to be introduced in Bulgaria in Q3 2019 with a level of 0.5 per cent., which is expected to
increase to 1 per cent. in 2020. Therefore, on a consolidated basis the weighted CCyB is forecast at 0.2 per cent.
for year-end 2019. Due to the increase of the O-SII buffer, the minimum levels are expected to increase by 0.5
per cent. in 2020 compared to the forecast levels as at the end of 2019.

As at the date of this Prospectus there are no binding EU level minimum leverage ratios in effect. In line with
CRR 11, the OTP Group envisages 3 per cent. to be its minimum level of leverage ratio.

Recent stress test

The Issuer was subject to the 2018 EU-wide stress test conducted by the European Banking Authority (“EBA”),
in cooperation with the MNB, the ECB and the European Systemic Risk Board (“ESRB”).

Under this stress test, out of 48 participants, the Issuer was ranked ninth in the CET1 ratio drawdown ranking
and ranked sixteenth in the CET1 ratio ranking.

According to the stress test results, the fully loaded consolidated CET]1 ratio of the Issuer would change to 15.8
per cent. under the baseline scenario and to 12.4 per cent. under the adverse scenario in 2020, compared to 14.9
per cent. as at the end of 2017 (including IFRS 9 implementation effect). In the 2018 EU-wide stress test, the
CET1 ratio showed a decrease of 2.5 per cent. under the adverse scenario during the three-year time horizon
(2018-2020), while in the 2016 EU-wide stress test the CET1 ratio decreased by 3.7 per cent. under the adverse
scenario by the end of the three-year time horizon (2016-2018).

Minimum Requirement for own funds and Eligible Liabilities

The Resolution College of OTP Group, which consist of members of the resolution authorities of certain
countries in which the OTP Group operates, is expected to set MREL requirement in the second half of 2019.

The requirement is expected to be set in accordance with the MREL Policy of MNB (acting as the resolution
authority of the Issuer). The MREL Policy was first issued in November 2018. The Issuer decided to use the
Single Point of Entry while meeting the requirements.

The binding requirement is expected to be introduced with a four-year transitional period starting from the
communication of the MREL requirement from the MNB to the Issuer. In the transitional period, interim targets
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are expected to be established. MNB monitors and assesses the progress of institutions in meeting the MREL
requirement during the transition period at least once a year.

In 2019, only a group level requirement is expected to be established for the OTP Group and there will be no
individual targets for members of the OTP Group.

The OTP Group expects that any incremental MREL issuance needs to be manageable even under the most
conservative scenario and expects to meet the MREL requirements through CET1, Tier 2, senior non-preferred
and senior liabilities. The share of different type of liabilities within total MREL eligible liabilities and potential
financing needs in the 2019-2022 period and thereafter will depend on the level of the minimum requirement
and that of the interim targets, including taking into consideration the effect of acquisitions.

FINANCIAL RISK MANAGEMENT

The OTP Group’s “Strategy for Risk Assumption” sets out a framework for the most common types of risk
(credit risk, country risk, operational risk, market risk, liquidity risk). The aim of the OTP Group is to handle
strategic risk, reputational risk, and real-estate risk exclusively in accordance with the Strategy for Risk
Assumption.

Furthermore, the Strategy for Risk Assumption is updated continuously, but at least every three years. The
Board of Directors of the Issuer approved the current Strategy for Risk Assumption on 8 March 2019.

OTP Factoring was established in 1998 in Hungary. The Issuer’s management believe that OTP Factoring is the
largest debt management company in Hungary. The Issuer’s Management Committee approved the OTP
Group’s current debt handling strategy in February 2011.

The following objectives were iterated by the Management Committee: (i) efficient enforcement of non-
performing loans derived from the activities of the OTP Group; (ii) contribution to the enrichment of
shareholders’ value, profit optimisation, by making use of intra-group synergies, and the recovery of receivables;
(iii) continuous improvement of competitive debt management know-how, processes and IT systems and
application of cost-efficient debt management technology mix. In accordance with outlining these objectives in
2011, the concept of so-called “good bank-bad bank™ separation was also determined. OTP Factoring became
the entity responsible for managing collection activity across the OTP Group. By the end of 2011, seven
(Bulgaria, Croatia, Montenegro, Romania, Serbia, Slovakia and Ukraine) foreign factoring companies were
established. Since 2012, factoring companies employed approximately 800 employees, out of which more than
half were employed in Hungary. Rather than selling non-performing assets at distressed prices on a large scale,
the OTP Group decided to manage non-performing clients itself, which in the long term, has created value to
the OTP Group. This approach has resulted in potentially higher non-performing loan levels as compared to its
competitors who have taken the approach of selling non-performing loans on a large scale. Nevertheless, the
OTP Group believes that investing in in-house collection capabilities results in value creation for its
shareholders.

Credit risk

The OTP Group has a credit risk exposure in the event that a counterparty is unable to pay amounts in full when
due. The OTP Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or banks of borrowers, and to geographical areas and loan types. Such
risks are monitored on a periodic basis and subject to an annual or more frequent review. The exposure to any
particular borrower, including banks and brokers, is further restricted by limits in relation to on-balance sheet
and off-balance sheet exposures and by daily delivery risk limits in relation to trading items such as forward
foreign exchange contracts. Actual exposures against limits are monitored daily.
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Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers
to meet interest and principal repayment obligations and by changing these lending limits when appropriate.
Exposure to credit risk is managed by obtaining collateral, and corporate and personal guarantees.

Credit risk classification

Before the introduction of IFRS 9 in 1 January 2018, the OTP Group classified risk into days-past-due (“DPD”)
categories. The OTP Group presented the non-performing loan portfolio as loans where there was an overdue
payment of more than 90 days. When determining the impairment, other information available to the OTP
Group was also taken into consideration beyond just the delay of payment. When the OTP Group determined
the results of the respective year, foreseeable risks and expected losses were also considered. Impairments and
provisions were accounted for notwithstanding whether the result recognised in the respective year was a gain
or loss. When calculating the impairment of the loans, the OTP Group applied the requirement of IFRS and the
principles defined in the impairment policy of the OTP Group.

According to the requirements of the IFRS 9 standard (effective for annual periods beginning on or after 1
January 2018), the OTP Group currently classifies the financial assets measured at their amortised cost, at fair
value through other comprehensive income and loan commitments and financial guarantees into the following

stages:

° Stage 1 — performing assets without significant increase in credit risk since initial recognition;

° Stage 2 — performing assets with significant increase in credit risk since initial recognition but not credit
impaired;

° Stage 3 — non-performing, credit-impaired assets; and

° POCI — purchased or originated credit impaired.

In the case of trade receivables, contract assets and lease receivables, the OTP Group applies the simplified
approach and calculates only the lifetime expected credit loss.

A financial asset is allocated to Stage 1 where conditions specified in respect of Stage 2 and Stage 3 do not exist
on the reporting date.

A customer or loan must be considered as in default if one or both of the following conditions occurs:
. if the customer delays payment for more than 90 days. This is a clear objective criterion; and

° there is the possibility that the customer will not satisfy all of its obligations. This condition is examined
on the basis of probability criterions of default.

A financial asset is allocated to Stage 2 if any of the following conditions exist on the reporting date but which
does not fulfil any of the conditions for the allocation to Stage 3:

° the payment delay exceeds 30 days;
] it has been classified as performing;

° based on an individual decision, its currency suffered a significant “shock™ since the disbursement of
the loan and no hedge position exists in respect of such asset;

° the transaction/customer rating exceeds a predefined value or falls into a determined range, or compared
to the historic value it deteriorates to a predefined degree;

° in the case of retail mortgage loans, the loan-to-value ratio exceeds a predefined rate;
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default on another loan of the retail customer, if no cross-default exists;

monitoring classification of corporate and municipal customers above different thresholds defined at
OTP Group level including but not limited to:

the debtor experiencing financial difficulties;

° a significant decrease of liquidity of the financial asset can be observed;

° the rating of the customer reflects high risk but it is better than the default one;

° a significant decrease in the value of the recovery from which the debtor would disburse the loan;
and

° clients under liquidation.

A financial asset is allocated to Stage 3 when any of the following conditions exists on the reporting date:

defaulted (based on the OTP Group level default definition);
it is classified as non-performing forborne (based on the OTP Group level forborne definition);

the monitoring classification of corporate and municipal customers above different thresholds defined
at OTP Group level, amongst other things:

° breaches of contracts;

° the debtor experiencing significant financial difficulties;

° bankruptcy, liquidation, debt settlement processes against the debtor;
. forced strike-off is commenced against the debtor;

. termination of a loan contract by the Issuer;

° occurrence of a fraud event; and

° termination of the active market of the financial asset.

When loss allowance is calculated at exposures categorised into stages the following process is followed by

stages:

Stage 1: loss allowance at an amount equal to 12-month expected credit loss is recognised;
Stage 2: loss allowance at an amount equal to lifetime expected credit loss is recognised; and

Stage 3: loss allowance at an amount equal to lifetime expected credit loss is recognised.

For lifetime expected credit losses, an entity must estimate the risk of a default occurring with respect to the

financial asset during its expected life. 12-month expected credit losses are a portion of the lifetime expected

credit losses and represent the lifetime cash shortfalls that will result if a default occurs in the 12 months after

the reporting date (or a shorter period if the expected life of a financial instrument is less than 12 months),

weighted by the probability of that default occurring.

An entity must measure expected credit losses of a financial asset in a way that reflects:

an unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;
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° the time value of money; and

° reasonable and supportable information that is available without undue cost or effort at the reporting
date regarding past events, current conditions and forecasts of future economic conditions.

The following table set out the main risk indicators of the OTP Group:

2016 2017 2018 1Q 2019

Risk cost rate (Provision for
impairment on loan and placement
losses (adjusted)/Average gross
customer 10ans) ..........cceevrverenenas 1.14% 0.43% 0.23% 0.24%
90+ DPD loan volume (in HUF
billion) ..o 976 707 551 572
90+ DPD loans/Gross customer
108NS .o 14.7% 9.2% 6.3% 5.9%
Total provision/90+ DPD loans.... 96.8% 99.3% 118.4% 119.2%

1Q 2018 2Q 2018 3Q 2018 4Q 2018 1Q 2019
Stage 3 loan volume under IFRS 9
(in HUF billion) ........cccoeune 961 942 848 753 800
Stage 3 loans under IFRS 9/gross
customer loans (%).............. 12.2% 11.1% 9.8% 8.6% 8.2%
Own coverage of Stage 3 loans
under IFRS 9 (%) .....cvvunene 66.8% 65.0%

Asset liability management

Liquidity position
The primary objective of the OTP Group in terms of asset liability management is to ensure that the OTP
Group’s liquidity is maintained at a safe level.

Refinancing sources from the European Central Bank are available to the OTP Group (estimated at EUR 163
million as at 31 December 2018) and are currently unutilised.

As at 31 December 2018, the gross liquidity buffer was around EUR 7.75 billion equivalent. This buffer is
significantly higher than the maturing debt within one year and the reserves required to protect against possible
liquidity shocks. The available liquidity reserves of the Issuer have in the past permanently and significantly
exceeded both the standard regulatory requirements and the potential liquidity needs calculated by the OTP
Group’s own internal model which considers the specific risk profile of the institution.

Due to governmental foreign exchange lending measures and following the conversion of various foreign
currency denominated loans, the OTP Group’s foreign exchange liquidity needs have considerably declined
since 2015. As a result of the conversion of various cross-currency loans, the maturing long-term foreign
exchange swaps entered into in connection with such loans were not refinanced.

The Issuer’s foreign exchange liquidity reserves totalled EUR 709 million as at 31 December 2018.

The following table sets out the key liquidity risk indicators and their limits as of the end of 2017. 2018
and Q1 2019:

Requirement 2017 2018 Q12019
Net stable funding ratio ...........ccccoeevnennee — 145% 144% —
Liquidity coverage ratio...........cceceeereereenenne. >100% 208% 207% 201%
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Requirement 2017 2018 Q12019

Net loan to deposit ratio...........c.cccevverenane. — 68% 72% 73%

Interest rate risk

The interest-rate risk exposure of the OTP Group is determined primarily by the positions of the Issuer and OTP
Mortgage Bank Ltd. Due to the HUF liabilities on the Issuer’s balance sheet, which respond to yield changes
to a moderate extent, the Issuer has an interest-rate risk exposure resulting from its business operations. The
Issuer considers the reduction and closure of this exposure as a strategic matter. Consequently, it has been
reducing its interest-rate risk exposure through the purchase of fixed-rate government securities in order to
offset the negative impact of declining yields on net interest income.

In 2018, the OTP Group concluded monetary policy interest rate swap deals with the MNB totalling HUF 299
billion.

Market risk exposure of the OTP Group

The consolidated capital requirement of the trading book positions, the counterparty risk exposure and the
foreign exchange risk exposure represented HUF 38.3 billion in total, primarily due to the capital requirement
of the foreign exchange risk exposure.

The OTP Group is an active participant in the international foreign exchange and derivative markets. Open
foreign exchange positions of group members are restricted to individual and global net open position limits
(overnight and intraday), and to stop-loss limits. The open positions of the OTP Group outside Hungary, except
for the Bulgarian DSK (the EUR/BGN exposure of DSK under the current exchange rate regime does not
represent real risk), were negligible in comparison with either the balance sheet total or the regulatory capital.
Therefore, the group level foreign exchange risk exposure was concentrated at the Issuer.

The main foreign exchange risk exposure, in line with previous years’ practice, is the strategic open foreign
exchange position required to hedge the currency risk of the expected foreign currency denominated net
earnings of the Issuer’s main foreign subsidiaries. The Issuer has maintained this position since 2007. Since
2008, its size has remained constant at EUR 310 million. The revaluation result of the position is accounted for
directly against the equity.

Operational risk management

Operational risk refers to the risk of loss resulting from inadequate or failed internal processes, people and
systems or from external events, and includes legal risk. In many respects, operational risks are very diverse
and different from conventional banking risks. Effective operational risk management requires participation
and commitment of the entire organisation, and support from management is crucial in order to mobilise and
involve the employees who are responsible for operational risk. As a result of strong management support, the
OTP Group has a well-designed and trained internal expert network. The OTP Group places great importance
on the training of this internal expert network.

The most important fundamental principles which the OTP Group follows with respect to operational risk
management are summarised below:

° in order for operational risks to be adequately managed, a standardised, easily understood, and robust
framework system must be put in place at OTP Group level, covering the definition of operational risks
and the methods of identification, measurement, monitoring, management and mitigation of such
operational risks;
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° the operational risk management system must cover all risks inherent in the activities of the OTP Group,
an operational risk toolset must be developed and updated according to changes and internal and external

expectations;
° strong support of people within the OTP Group dealing with operational risk management;
° the Issuer’s management body and the Operational Risk Committee must be informed on a regular basis

of the prevailing operational risk exposure of the OTP Group and any potential and incurred losses
arising from operational risks;

° the OTP Group strives for a high level of risk-awareness and must articulate its operational risk appetite;
° the OTP Group must have guidelines, processes and procedures to mitigate operational risks; and
° independent operational risk management activities must be fully integrated into the OTP Group’s risk

management activities and its general management information system.

Due to the changing operational environment, including technological developments, there are increased
operational risks and reputational risks. The OTP Group maintains a comprehensive cyber security program
with the necessary defence systems and solutions. The OTP Group is a prime target in terms of phishing attacks
and partially DOS/DDOS attacks. The members of the OTP Group have the necessary capability to deal with
these threats by contracting with relevant third-party providers and utilising IT solutions.

The OTP Group has a major focus on money-laundering prevention and compliance with sanction regimes in
order to manage reputational, legal and financial risks stemming from compliance failure. The top priority for
the OTP Group has been building strong internal controls, policies and systems, and a sound risk culture.

The OTP Group’s insurance coverage is also used to manage operational risk. Members of the OTP Group have
the following insurance cover:

° property damage insurance;
° liability insurance; and
) motor insurance,

in the form of local policies concluded individually by each member of the OTP Group.

As most insurance is managed locally, a group-level insurance framework has not been implemented. Members
of the OTP Group are allowed to purchase additional local insurance cover. Insurance policies are renewed
regularly. There is no current plan to terminate any of the existing insurance coverage. Current insurance
policies are believed by the Issuer’s management to be appropriate based on prevailing regulations and
management decisions. There is no indication that insurance will not be available to the OTP Group on
commercially reasonable terms.

To comply with GDPR, the Issuer launched a group wide project, including members of the OTP Group in
Hungary and in other EU member states. All documents such as general terms and conditions and privacy
notices available for customers were modified in order to ensure compliance. Where necessary, procedures were
also developed or changed such as the OTP Group’s cookie policy and the way to deal with data subjects’ rights.
A register of data protection activities was established and is kept up-to-date. Personal data breaches are
recorded and classified concerning the risk it has to the rights of data subjects. A network of data stewards has
also been established. Data stewards seek to ensure that from the planning phase of a new service or product,
the principles of data protection and privacy requirements are taken into account. Contracts which have data
protection implications were also reviewed in 2018 as part of this process. The role of the parties was carefully
examined and contracts between joint controllers or with data processors were drawn up and signed. All
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employees of the OTP Group received privacy education to increase awareness of the OTP Group’s
responsibilities under GDPR.

Compliance policies
The Issuer and the other members of the OTP Group enforce a sanctions policy which is designed to ensure
compliance with international sanctions issued by national authorities and international organisations.

The OTP Group seeks to be diligent in identifying business relations with clients showing attributes related to
sanctions and/or sensitive subjects or objects (e.g. dual-used technology, weapon production or commerce,
nuclear energy, red-light business etc.). The sanctions restrictions issued by the European Commission apply to
all members of the OTP Group located in the EU, and OTP Group members located outside of the EU are
required to consider the interests and policies of the entire OTP Group. No member of the OTP Group is
permitted to involve entities or individuals in the restricted business process in order to avoid the application of
sanctions. Any kind of evasion of sanctions is forbidden by OTP Group policy.

The Issuer has issued a decree (No. 17/2018-CBI-1020) (the “Decree”) which applies to every member of the
OTP Group. However, if the local regulations are more stringent compared to the Decree, the relevant OTP
Group member is required to seek to comply with the local regulations instead. When the local regulations are
perceived to be less stringent than the Decree, the relevant member of the OTP Group shall comply with the
terms of the Decree.

The Issuer seeks to comply with the UN and the EU legal norms relating to the freezing and confiscation of
goods and funds related to breaching sanctions. All employees and managers of the OTP Group are required to
comply with the restrictions related to sanctioned entities, persons and services.

Each member of the OTP Group shall classify the business relationship in relation to sanctions. The categories
are as follows:

1= None 2= Low; 3= Moderate; 4= High

If the business relationship is designated as “High” in respect of sanctions, the Issuer shall refuse the request
presented by the client. In the instance, every business line in the OTP Group has to assess its deals in relation
to sanctions.

Basic principles of the Code of Ethics

The OTP Group enforces a Code of Ethics regarding ethical business operations.

To monitor compliance with the rules of ethics and observance of the requirements of ethical operations, the
Issuer has set up an Ethics Committee; a body that reviews the Issuer’s operations on a regular basis from the
perspective of compliance with the basic principles and the adoption of the expected forms of conduct as defined
in the Code of Ethics.

Employees are able to report violations of the Code of Ethics either in person, by telephone or e-mail. The OTP
Group also does the utmost to protect employees who report infringements against discrimination and unfair
treatment by prohibiting retaliatory measures or the application of negative consequences against any person
who reports, in good faith, actual or suspected breaches of the values and principles of the Code of Ethics.

The Issuer attaches particular importance to making sure that the employees familiarise themselves with and
develop awareness of, the norms of ethics. The Issuer provides an e-learning programme for every single
employee, and reviews and monitors compliance with those norms on a regular basis.

The guidelines and requirements set forth in the Code of Ethics specify obligations for the Issuer’s executive
officers, employees and agents. “Agents” include representatives, experts, intermediaries, consultants, agents
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per se, subcontractors and suppliers, along with enterprises and natural persons in other legal relationships with
the Bank under the civil law. The provisions set forth in the Code of Ethics must be observed and complied
with during the entire period of the employment or contractual relationships — both during and outside working
hours.

As an ethical and compliant institution, the Issuer and its management are fully committed to ensuring
observance of all relevant legislation, including anti-corruption statutes. The Issuer and its management have
adopted the principle of zero tolerance towards corruption and bribery, taking a definite stance against all forms
of corruption and giving full support to the fight against corruption.

The Code of Ethics has also provisions on, amongst other things, anti-corruption including prohibited
manipulation, rules on the acceptance of gifts, refusing payments facilitating business procedures, sponsorship,
and donation.

The detailed procedural rules are set out in the administrative directive on the framework for reporting unethical
conduct defining the rules concerning the operation of the whistleblowing system which complies with the
statutory requirements and also facilitates whistleblowing on the potential violation of the values specified in
the Code of Ethics as well as the rules pertaining to the procedure related to such whistleblowing reports.
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ORGANISATIONAL STRUCTURE AND MANAGEMENT

Organisational structure of the Issuer

The Issuer’s operations are divided between the Issuer’s headquarters in Budapest and its branches throughout
Hungary.

The Issuer is composed of two core operational divisions and four functional divisions, each headed by a Deputy
Chief Executive Officer. The core operational divisions are the Retail Division and the Commercial Banking
Division. The Retail Division is responsible for retail services such as savings and current account services and
consumer loans. The Commercial Banking Division is responsible for the corporate, MSE, municipal,
international, securities, treasury and structured finance business lines.

The following diagram illustrates the internal organisational structure of the OTP Group:
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| BOARD OF DIRECTORS |— ———————————————————— - :
[ CHAIRMAN & CEO 1 I :
Secretariat of | I
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Committees [ | |
) ) Credit Approval and ; visi Group Governance b
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Division Division Division Division | | |
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o el Tribe P [HTransformation Directorate nag |
Directorate Credit-Handling Finance Directorate Directorate | |
Directorate I I
L Ps " Internal [ | |
L1 Agite Methodology | | arge Corporates | |Risk Management General | | mnvestor Retations and Procurement | | it L q
Development CoE Directorate Department Dept Capital Markets u Directorate Directorate | |
Digital Sales and ¢ Capital Calculation, Compliance A |
H Development H orporate L]  credit Risk Function I{ Recovery and Credit Distributed Systems H Directorate ———nd
Directorate Portfolio Analysis - Development |
Directorate Department Directorate |
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Communication
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The dotted line represents the governance line through the various management bodies and, where applicable,
is based on regulatory requirements.

The Issuer believes that it is in compliance with the provisions of all applicable statutory regulations, orders of
the supervisory authority and the regulations of the Budapest Stock Exchange. The structure and operating
conditions of the Issuer are contained in its Articles of Association, which are approved by the General Meeting
of Shareholders.

In 2018, there was one significant change in senior management, as Mrs. Agnes Rudas, Head of the Presidential
Cabinet Office retired. From 1 September 2018, the Group Governance and Operations Division was formed,
led by Dr. Zsolt Barna who also became the general deputy-CEO.
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Board of Directors

The Issuer’s management body is the Board of Directors. The liability of the Board of Directors extends to the
operation of the entire OTP Group, as part of which the Board’s main tasks include the approval of the Issuer’s
strategy, annual report, major organisational restructurings and policies, as well as making other significant
company law-related decisions. In its objectives and activities, particular emphasis is placed on increasing
shareholder value, profitability and efficiency, and on managing risks and complying fully with external
requirements.

The Board of Directors comprises three executive members and seven non-executive members.
The business address for the members of the Board of Directors is:

OTP Bank Plc.
Budapest

Nador utca 16.

1051 Hungary

Tel: +36 1 473 5000

The members of the Board of Directors are elected by the General Meeting of Sharcholders either for an
indefinite period or for five years. The current members of the Board of Directors have been elected for a term
of five years.

Executive members and their principal activities outside the OTP Group are:

Dr. Sandor Csanyi, Chairman & CEO

He has been Chairman & CEO of the Issuer since 1992. He is the Vice Chairman of the Board of Directors of
MOL Plc., Co-Chairman of the National Association of Entrepreneurs and Employers (VOSZ), and Co-
Chairman of the Chinese-Hungarian Business Council. He has been Chairman of the Hungarian Football
Association (MLSZ) since July 2010, and a member of the UEFA Executive Committee since March 2015.
Since April 2017, he has been a member of the FIFA Council. In February 2018, he was elected Vice President
of FIFA and in February 2019, he was elected Vice President of UEFA.

Antal Gyorgy Kovacs, Deputy CEO, Retail Division

He has been working at the Issuer since 1995, first as a county director and, from 1998, as the managing director
of the Issuer’s South Transdanubian Region. Since 1 July 2007, he has served as the Issuer’s Deputy CEO. He
has been Chairman of the Supervisory Board of OTP Bank Romania SA since 12 December 2012. He has been
Chairman of the Board of Directors of OTP Mortgage Bank Ltd. and OTP Building Society Ltd. since 24 April
2014. He is Chairman of the Supervisory Board of OTP Fund Management and OTP Mobile Kft. He has been
a member of the Issuer’s Board of Directors since 15 April 2016.

Laszl6 Wolf, Deputy CEQ, Commercial Banking Division

From April 1993, he was managing director of the Issuer’s Treasury Directorate, and since 1994 he has been
Deputy CEO of the Commercial Banking Division. He is a member of DSK Bank’s Supervisory Board. He has
been Chairman of the Board of Directors of OTP banka Srbija since 10 December 2010. He has been a member
of the Issuer’s Board of Directors since 15 April 2016.
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Non-executive members:

Mihaly Baumstark
He was a member of the Issuer’s Supervisory Board from 1992 to 1999, and has been a non-executive member
of the Issuer’s Board of Directors since 1999. He has been Chairman of the Issuer’s Ethics Committee since

2010, as well as a member of its Remuneration Committee since 2011, and of its Nomination Committee since
2014.

Dr. Tibor Biro

Since his retirement in 2015, he has been a visiting lecturer, and working actively in his auditing and consulting
company. He has been a non-executive member of the Issuer’s Board of Directors since 1992. He has been a
member of the Issuer’s Remuneration Committee since 2009, and of its Nomination Committee since 2014.

Tamas Erdei, Deputy Chairman

He is the chairman of the Supervisory Board of the International Children’s Safety Service. He has been a
member of the Issuer’s Board of Directors since 27 April 2012. He has been a member of the Issuer’s Risk
Assumption and Risk Management Committee, and of its Nomination Committee, since 2014. Mr. Tamas Erdei
was elected a Deputy Chairman of the Bank’s Board of Directors on 12 April 2019.

Dr. Istvan Gresa

From 1993, he was director of the Issuer’s Zala County Directorate, and from 1998 he served as the managing
director of the bank’s West Transdanubian Region. From 1 March 2006 until his retirement on 14 April 2016,
he was deputy CEO of the Credit Approval and Risk Management Division. He was Chairman of the Board of
Directors at OTP Factoring between 2006 and 2017. He has been a member of the Issuer’s Board of Directors
since 27 April 2012.

Dr. Antal Pongracz

Between 1988 and 1990, he was the first Deputy CEO of the Issuer. From 2001 until his retirement on 14 April
2016, he was managing director of the Issuer’s Staff Division and more recently Deputy CEO. He has been
Chairman of the Supervisory Board of OTP banka Hrvatska d.d. since 12 April 2012, and was Chairman of the
Supervisory Board of Splitska banka from 2 May 2017 until its successful integration on 30 November 2018.
He has been a member of the Issuer’s Board of Directors since 2002. He was Deputy Chairman of the Issuer’s
Board of Directors from 9 June 2009 to 14 April 2016.

Dr. Laszlé Utassy

He was Chairman & CEO of OTP Garancia Insurance from 1996 to 2008. He was managing director of the
Issuer’s between 2009 and 2010. Since 1 January 2011, he has been Chairman & CEO of Merkantil. He has
been a member of the Issuer’s Board of Directors since 2001. He has been a member of the Issuer’s Risk
Assumption and Risk Management Committee since 2014. He has been Chairman of the Board of Directors of
Merkantil Real Estate Leasing Ltd. since 4 April 2018.

Dr. Jézsef Voros
He has been a non-executive member of the Issuer’s Board of Directors since 1992. He has been Chairman of

the Issuer’s Remuneration Committee since 2009, and of its Risk Assumption and Risk Management Committee
since 2014.
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Supervisory Board

The Supervisory Board performs the oversight of the Issuer’s management and business activities. In
accordance with regulatory requirements, the Supervisory Board comprises of a majority of independent (non-
executive) members. The ratio of independent (non-executive) members (four members) to the total number of
members (six members) is 67 per cent.

The responsibility of the Supervisory Board extends to the supervision of the lawfulness of the Issuer’s
operations, its business practices and management, including control of the Issuer’s internal audit organisation.
The Supervisory Board exercises a preliminary right of consent in respect of decisions relating to the
establishment and termination of the employment of, and well as the determination of the remuneration of, the
managers of the internal audit organisation. It is the task of the Supervisory Board to accept and regularly review,
within the limits defined by the General Meeting of Shareholders, the principles of the Issuer’s Remuneration
Policy.

Members of the Supervisory Board:

The members of the Supervisory Board are elected by the General Meeting of Shareholders either for an
indefinite period or for three years. The current members of the Supervisory Board have been elected for a term
of three years.

Independent members:

Tibor Tolnay, Chairman of the Supervisory Board

He has been the managing director of ERTEK Kft. since 1994, and a member of the Issuer’s Supervisory Board
since 1992, and Chairman of the same Board since 1999. He was a member of the Issuer’s Audit Committee
between 2007 and 2011, and was re-appointed in 2014.

Dr. Jozsef Gabor Horvath, Deputy Chairman of the Supervisory Board

He has been a member of the Supervisory Board of the Issuer since 1995. He has been Deputy Chairman of the
Issuer’s Supervisory Board since 2007. He was a member of the Issuer’s Audit Committee between 2007 and
2011, and was re-appointed in 2014.

Olivier Péqueux

He has been a member of the Supervisory Board and Audit Committee of the Issuer since 2018.

Dr. Marton Gellért Vagi

Since 2010, he has been general secretary of the Hungarian Football Association. He has been a member of the
UEFA HatTrick Committee since 2011 and of FIFA’s Financial Committee since 2017. He has been a member
of the Issuer’s Supervisory Board since 2011. He has been a member of the Issuer’s Audit Committee since
2014.

Employee delegates

Klara Bella

On 12 April 2019, the Issuer’s AGM elected Mrs. Klara Bella onto the Supervisory Board as the employees’
delegated representative. She joined the Issuer in 1992. Since 1995 she has been working as risk manager at the
Central Branch of the Issuer. In 1997, she became deputy managing director at the Central Branch. Since 2017,
she has been working as the director of Large Corporate Directorate.
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Andras Michnai

He has been an employee of the Issuer since 1974, and until 1981 held a variety of posts in the branch network.
Following this, he held a management position in the central network coordination department before returning
to work in the branch network. From 1994, as deputy managing director, he participated in the central
coordination of the branch network. Between 2005 and 2014, he headed the Issuer’s Compliance Department
as a managing director. He has been a member of the Issuer’s Supervisory Board, and a representative of the
Issuer’s employees, since 2008. He has been Secretary of the Issuer’s Employees’ Trade Union since December
2011.

Audit Committee

The Audit Committee is a body that assists the work of the Supervisory Board in relation to the monitoring of
the financial reporting system, selection of the auditors, and cooperation with the auditors. Under its new powers
exercised since 1 January 2017, the Audit Committee monitors the internal audit, risk management and
reporting systems, as well as the auditors’ activities. The Audit Committee reviews and monitors the auditors’
independence, with special regard to the performance of any non-prohibited non-audit services to be provided
by the auditors in addition to its audit activity. Furthermore, it fulfils the audit committee tasks of the domestic
subsidiaries.

Members of the Audit Committee:

The Audit Committee consists of four members, and its members are elected by the General Meeting from
among the non-executive members of the Supervisory Board. They are elected for a term of three years. The
Audit Committee elects a chairperson from among its own members.

Dr. Jézsef Gabor Horvath, Chairman of the Audit Committee
Tibor Tolnay
Olivier Pégueux

Dr. Mérton Gellért Vagi - Senior Management

Members of Senior Management:
Dr. Sandor Csanyi, Chairman & CEO

Dr. Zsolt Barna - General Deputy CEO, Group Governance and Operations Division

He has been working for OTP Group since 2010, during which time he was appointed to Chairman of the Board
of Directors of CKB Bank in Montenegro, where he was in charge of the bank’s reorganisation. Between 8 June
2016 and 31 August 2018, he held the position of the Chairman and CEO of OTP Real Estate Investment Fund
Management Ltd. and, in addition, from September 2016 to 31 August 2018 he acted as Chairman of the Board
of Directors of OTP Fund Management. He has been Chairman of the Board of Directors of OTP Real Estate
Investment Fund Management Ltd. since 8 June 2016. Starting from 10 September 2018, he has been Chairman
of the Supervisory Board of OTP Real Estate Ltd. Since 1 September 2018, he has been the General Deputy
CEO in charge of the Issuer’s Group Governance and Operations Division.

Laszlé Bencsik, Deputy CEO, Strategy and Finance Division

He joined the Issuer in 2003, when he became managing director of the Bank Operations Management
Directorate, and the manager with overall responsibility for controlling and planning. He has been deputy CEO
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of the Issuer, and head of the Strategy and Finance Division, since August 2009. Since 13 March 2012, he has
been Chairman of the Supervisory Board of DSK Bank.

Tibor Andras Johancsik, Deputy CEO, IT Division

Since 24 February 2016, he has been Deputy CEO in charge of the Issuer’s IT and Operations Division. He has
been Chairman of the Supervisory Board of Monicomp Zrt. since 1 April 2016.

Gyorgy Kiss-Haypal, Deputy CEO, Credit Approval and Risk Management Division

From 2015, he was deputy head of the Credit Approval and Risk Management Division of the Issuer, and was
then appointed acting head of the Division. Since 3 May 2017, he has been deputy CEO of the Credit Approval
and Risk Management Division. He has been chairman of the Board of Directors at OTP Factoring Ltd. since
1 September 2017.

Antal Gyorgy Kovacs, Deputy CEO, Retail Division
Laszlé Wolf, Deputy CEO, Commercial Banking Division

Permanent Committees of the Issuer

The permanent committee established by the Issuer’s Board of Directors in support of management functions
is the Management Committee. The Management Committee is a forum that directly supports the work of the
Chairman & CEO and is the supreme management body of the Issuer. It has decision making power in the
issues that are delegated into its scope of authority by the Organisational and Operational Regulations, it takes
a preliminary position and prepares decisions in the majority of issues that are discussed by the General Meeting,
the Board of Directors and the Supervisory Board, and plays a coordinating role in the senior management of
the Issuer. The Management Committee also seeks to ensure that the Issuer can respond flexibly and effectively
to market and regulatory factors and that the OTP Group as a whole can act in a coordinated fashion. The
Management Committee performs its work on the basis of a six-month work schedule approved by the
committee itself, and meets once a month (and on an ad-hoc basis as and when necessary). Its order of business
is determined by its rules of procedure.

The following additional permanent committees operate within the Issuer for the performance of specific tasks:

° Asset-Liability Committee, which makes decisions on separately non-regulated affairs relating to the
Issuer’s highest-level asset-liability management

. Product Development, Sales and Pricing Committee

° International Product Development, Sales and Pricing Committee
° Work-Out Committee

° Credit and Limits Committee

° IT and Operations Board
° Group Operational Risk Management Committee
° Group Impairment Committee

Permanent committees are the Issuer’s bodies in charge of preparing and making decisions as well as conducting
consultations. The task of permanent committees is to prepare and make decisions needed for the performance
of the Issuer’s business activities, for minimising the Issuer’s risks and for ensuring its operation. Decisions to
establish permanent committees are made by the Issuer’s Board of Directors. The members of the committees
are persons in charge of the professional areas concerned, who have exceptional expertise and all-round
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competence in the given matter. The chairpersons of the committees are nominated by the Chairman & CEO,
and their rules of procedure, with the exception of the Management Committee, are approved by the head of
the Legal Directorate. The Management Committee approves its own rules of procedure. In respect of
resolutions, the Asset Liability Committee, the Credit and Limits Committee, the Group Operational Risk
Management Committee, the International Product Development, Sales and Pricing Committee, the WorkOut
Committee and the Group Impairment Committee operate on the principle of simple majority, while in the case
of the Management Committee, the Product Development, Sales and Pricing Committee and the IT and
Operations Committee, decisions are made by a simple majority of votes but the chairperson has a right of veto.

Potential conflicts of interest

There are no actual or potential conflicts of interest between the private interests or duties of the members of
the Board of Directors, the Supervisory Board or the Senior Management of the Issuer and their duties to the

Issuer.
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BUSINESS ENVIRONMENT

Forecasts for different macroeconomic indicators and trends are based on research carried out by the OTP
Research Centre.

Macroeconomic environment in OTP Group countries

OTP Group currently operates in ten different countries (Hungary, Albania, Bulgaria, Croatia, Montenegro,
Romania, Russia, Serbia, Slovakia and Ukraine). These national economies are in different stages of
development: several are members of the European Union (i.e. Hungary, Bulgaria, Croatia, Romania and
Slovakia) and Slovakia is a member of the Eurozone. Russia and Ukraine are typical commodity economies,
(i.e. to a great extent their economies are dependent on exporting raw materials and energy resources). Most of
the CEE economies have moved from a catch-up period, where the growth was generated predominantly by the
export sector, to now enjoying a broader based development supported by increasing domestic consumption
and investment.

In 2018, the CEE region proved to be the engine of EU growth. In 2018 OTP Group’s countries of operation
continued to perform well, as economic growth was at or exceeded 4 per cent. in five countries, reached 3 per
cent. in two (Ukraine, Bulgaria) and even the countries that showed slower economic expansion compared to
the average, could grow by around 2.5 per cent. In addition, in Albania and Moldova GDP grew at a rate of
close to 4 per cent. in 2018. On the whole, countries in the CEE paint a positive growth picture; Hungary,
Slovakia, and Romania remained at the most advanced stage of the economic cycle and the expansion is
typically driven by domestic demand. Fiscal and external debt trajectories are sustainable, many countries run
budget surplus, which may offer adequate protection in case of external shocks. The deterioration in the external
balances has already started, however many countries still run a current account surplus, and in countries where
the balance has sunk to the negative territory, foreign direct investment and EU transfer usually cover the deficit.
This suggests that most countries in the CEE region may reach 3.5 - 4 per cent. growth rates in 2019, while
most of them seem relatively protected against negative external shocks. The strong domestic demand and the
rising fuel prices sent inflation higher in most countries, a significant tightening of monetary conditions is not
in the pipeline. Croatia’s economy expanded by 2.6 per cent. — it could have been better but the very strict fiscal
policy, aiming at Euro adoption, as well as the bankruptcy of the Agrokor and Uljanik companies, have
decelerated growth. A similar rate of expansion may follow in 2019. The commodity exporters, Ukraine and
Russia are at an early stage of the economic cycle, as they have not fully recovered from the recession caused
by the collapse of commodity prices in 2014 - 2016. The autumn parliamentary elections and the IMF
programme pose risks to Ukraine, and potential US sanctions threaten Russia. The deteriorating external
environment and the above factors may somewhat decelerate growth rates in both countries by 2019: that of
Ukraine may slow to 2.7 per cent. from 3.3 per cent., and that of Russia may drop to 1.8 per cent. from 2.3 per
cent. However, interest rates are likely to drop in both economies compared to 2018. The National Bank of
Ukraine and the National Bank of Russia have started to lower interest rates in March and June 2019,
respectively.

Macroeconomic environment in Hungary

Amongst OTP Group member economies, Hungary saw a significant 4.9 per cent. year-on-year GDP growth in
2018. The unemployment rate was 3.7 per cent. and expected to drop to 3.4 per cent. by 2021. The country was
still posting a current account surplus, though due to intensifying consumption and imports, it may reduce to
zero in 2018. However, the current account surplus is expected to rise again as local demand moderates. Foreign
direct investment inflows increased in 2018 with Hungary’s net external debt declining substantially. Hungary’s
net external debt-to-GDP ratio fell to a historical low, alongside its external debt-to-GDP ratio dropping below
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60 per cent. The net lending of the economy is expected to stabilise at a high level, around 2.3 per cent. of GDP.
Inflation in 2018 was on average 2.8 per cent.

Favourable economic developments and a lower vulnerability of the country were confirmed by S&P Global
and Fitch Ratings, upgrading the credit rating for Hungary in February 2019 (in both cases from “BBB-" to
GEBBB”).

Economic growth in Hungary is expected to slow down gradually from 2019, but is still expected to remain
strong compared to the EU average. As a result of the dynamic growth in credit markets, the investment rate is
likely to stabilise at higher levels. Government investment is expected to expand in 2019, but decline in 2020-
2021. External demand may expand more slowly as downside risks surrounding global and European economic
activities intensify. Higher real incomes are expected to contribute to a further expansion in household
consumption and savings. However, with respect to long-term, sustainable economic growth, the improvement
in competitiveness by structural measures will be given increasing emphasis. Both the Hungarian government
and the MNB have come out with their own programmes aimed at improving the competitiveness of the
economy.

According to the Budget Act, the fiscal deficit has been set for 1.8 per cent. in Hungary in 2019. The MNB and
other market participants are hopeful it will be between 1.5 per cent. to 1.6 per cent. Over the last couple of
years, the Hungarian government has introduced several measures to improve taxation receipts, which were
higher for value added tax, personal income tax and corporate tax. As for monetary policy, the MNB expects
rises in core inflation adjusted for indirect taxes due to favourable income developments and rising domestic
demand, and inflation should gradually approach the 3 per cent. MNB target. After its most recent meeting on
30 April 2019, the Monetary Council left monetary policy unchanged (i.e. the base rate remained at 0.9 per
cent., and the overnight deposit rate remained at -0.05 per cent.) and stated that the monetary policy stance
would continue to be accommodative. Persistently buoyant domestic demand is boosting the pace of price
increases, but weakening external activity is simultaneously restraining such increases. Accordingly, the
Monetary Council is expected to continue to apply a cautious approach to monetary policy.

The Hungarian government submitted its convergence plans to Brussels in April 2019 where annual GDP
growth is expected to remain around 4 per cent. The fiscal deficit will gradually decline and by 2023 could
reach zero. Simultaneously, public debt-to-GDP is expected to drop by 55.9 per cent. by 2023. The
unemployment rate is expected to decline below 3 per cent. and employment is expected to exceed 70 per cent.
Looking ahead, developments in productivity will determine long-term, sustainable expansion in GDP.
Monetary policy can raise the rate of potential growth through structural measures aimed at improving
competitiveness while maintaining stability.

Competitive environment in Hungary

The Issuer’s management believe that by the end of 2018, the OTP Group in Hungary had a 26 per cent. market
share of total assets, 30 per cent. of retail loans, 37 per cent. of retail deposits, 15 per cent. of corporate loans
and 19 per cent. of corporate deposits, respectively and in the asset management segment, OTP Fund
Management had a 22 per cent. market share.

Most of the Issuer’s local competitors in Hungary are foreign owned banks, including K&H Bank (part of the
KBC Group), UniCredit, Erste Bank, Raiffeisen Bank, CIB (part of the Intesa Sanpaolo Group). In recent years,
Hungarian ownership within the banking sector exceeded 50 per cent. (including the Issuer with a diverse
ownership structure, but having its headquarters in Budapest) and the Hungarian government has also played
an important role in consolidating the banking sector. In 2014, the Hungarian government purchased MKB (in
English, the Hungarian Foreign Trade Bank) from Bayerische Landesbank and in 2015 it purchased Budapest
Bank from GE Capital. MKB was re-privatised in 2016 and sold to financial investors. In June 2019, the shares
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of MKB were listed on the Budapest Stock Exchange. The Hungarian government has indicated that it intends
to sell the Budapest Bank but no final decision has yet been made.

During the financial crisis, several banking sector participants had to significantly deleverage and close
significant parts of their physical network. The Issuer maintained the same branch network which currently
helps it to maintain and improve market share amid intensifying competition.

During the financial crisis, loan volumes in the sector decreased substantially. For years, there was a net volume
decrease both in corporate and retail loans. However, from 2016, there has been a gradual recovery, first in
corporate loans and later in consumer loans and housing loans.

In 2018, outstanding Hungarian corporate and household loans increased by 14 per cent. and more than 5 per
cent., respectively, year-on-year. Loans outstanding in the MSE sector continued to expand at nearly 12 per
cent.

The following table shows the evolution of total Hungarian housing loan volumes, total Hungarian
consumer loans volumes (including home equity loans) and total Hungarian corporate loans volumes as
per cent. of GDP:

1Q
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Housing
loans/
GDP

11.2 12.3 14.5 15.2 16.2 15.1 12.4 111 10.3 8.8 8.3 8.0 8.0 7.9
consumer

loans (incl.

home

equity

loans) /

0,
GDP (%).. 85 108 141 147 155 151 129 116 104 8.4 7.9 7.3 6.7 6.5

corporate
loans /

GDP (%) . 26.9 28.4 29.5 29.0 27.9 27.3 24.1 221 20.8 17.3 16.8 17.0 17.8 17.8

Despite reviving lending activity, Hungarian loan penetration levels are still low by regional standards and
compared to their historic levels, implying good loan volume growth potential. In the period between 2006 and
March 2019 housing loan volumes to GDP ratio was 16.2 per cent. at its peak in 2010, but in March 2019 this
ratio was 7.9 per cent. This 7.9 per cent. is much lower than loan penetration levels in the region (Slovakia at
31.3 per cent., Montenegro at 28.2 per cent., Czech Republic at 23.7 per cent., Poland at 20 per cent. Serbia at
19.3 per cent., Croatia at 14.1 per cent. and Bulgaria at 10.1 per cent.), and close to the Romanian level (7.8 per
cent.). In Hungary consumer loan volumes (including home equity loans) to GDP ratio was 15.5 per cent. at its
peak in 2010, but in March 2019 this ratio was 6.5 per cent. This 6.7 per cent. is lower than the loan penetration
levels in the region (Croatia at 18.7 per cent., Poland at 14.1 per cent., Bulgaria at 10.7 per cent., Slovakia at 9
per cent., Russia at 8.5 per cent. and Czech Republic at 7.4 per cent.), and close to the Romanian level (6.2 per
cent.) and above the Ukrainian level (4.2 per cent.). Corporate loan volumes to GDP ratio was 29.5 per cent. at
its peak in 2008, whereas in 2016 this ratio was 16.8 per cent. and grew to 17.8 per cent. in March 2019 in
Hungary. This 17.8 per cent. is lower than the loan penetration levels in the region (Bulgaria at 31.2 per cent.,
Montenegro at 25 per cent., Serbia at 24 per cent., Ukraine and Croatia both at 21.6 per cent., Slovakia at 20.4
per cent., Czech Republic at 21.1 per cent.), close to the Polish level (17.2 per cent.) and exceeds the Romanian
level (11.7 per cent.).
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TREND INFORMATION

Since 31 December 2018 (being the date of the last published audited financial statements of the OTP Group)
there are no trends, uncertainties, demands, commitments or events that are reasonably likely to have a material
effect on the Issuer’s prospects.
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HUNGARIAN BANKING SECTOR

The history of the Hungarian banking system

The first phase of the modernisation of the banking sector commenced in the early 1980s by loosening the
centralised capital allocation regime that characterised the one-tier banking system. After two years of
preparations and a year of impact assessment, the two-tier banking system was introduced in early 1987, when
banks performing their operations on a commercial basis were institutionally separated from the MNB, which
only retained its central bank activities.

From mid-1996 the balance sheet positions of banks started to improve gradually, their balance sheet totals rose,
decision-making became more efficient and, consequently, the quality of their lending portfolios also improved.
The privatisation of banks also accelerated in the same year, and the largest Hungarian banks were taken over
by foreign owners. The development and evolution of the Hungarian banking sector has followed international
trends, namely, the universal banking model, preferred by the EU directives which aim to create a single
European market in financial services.

Following a phase of intensive development which started in 2000, the increase in branch establishment slowed
down. However, competition between banks for retail customers intensified. Cost cutting and staff reduction
became essential for credit institutions with declining profitability. The introduction and rapid spread of
electronic banking services played an important role in this process.

The structure of the Hungarian banking system comprises a vast array of financial service providers, including
banks, specialised credit institutions, savings and credit co-operatives and financial enterprises. The past few
years have seen further diversification on the supply side, in particular in the payments segment, through the
emergence of payment institutions (“pénzforgalmi intézmény”) and electronic money institutions
(“elektronikuspénz-kibocsato intézmeny”) as new types of service providers introduced by recent EU legislation.
Out of the three types of credit institutions (banks, specialised credit institutions or co-operative credit
institutions), only banks are entitled to provide the full range of banking and investment services.

The effects of EU accession

Hungary became a member of the European Union (the “EU”) on 1 May 2004. Membership of the EU has
resulted in Hungary adopting and implementing various EU directives. Changes have therefore been made to
Hungarian banking law and accounting rules in order to harmonise them with the relevant EU directives. EU
accession has greatly enhanced the international integration of the domestic money market and as about half of
Hungarian banks are owned by foreign credit institutions, it has strengthened the close relationship between
credit institutions and their foreign parent banks.

The amendment to the regulation on the Hungarian central credit information system has enlarged the scope of
persons that are subject to registration therein, thereby enhancing the safety of investments, credit, securities
lending activities and financial stability.

In the course of harmonising the national law with EU law, Hungary has also implemented Directive
2004/39/EC on markets in financial instruments (as amended, “MiFID”’) and Directive 2004/109/EC on the
harmonisation of transparency requirements in relation to information about issuers whose securities are
admitted to trading on a regulated market (the “Transparency Directive”) together with Directive 2007/14/EC
on detailed rules for the implementation of certain provisions of the Transparency Directive.

Further, Hungary has implemented (a) Directive 2006/73/EC implementing Directive 2004/39/EC of the
European Parliament and of the Council as regards organisational requirements and operating conditions for
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investment firms and defined terms for the purposes of that Directive and (b) Directive 2007/16/EC
implementing Council Directive 85/611/EEC on the coordination of laws, regulations and administrative
provisions relating to undertakings for collective investment in transferable securities (“UCITS”) as regards
the clarification of certain definitions. In order to implement the above-mentioned Directives, the Hungarian
Parliament passed the Investment Firms Act, which came into force on 1 December 2007 and was accompanied
by various amendments to the Capital Markets Act.

In light of the financial crisis, which exposed important failures in financial supervision, legislative proposals
were made by the European Commission on the adoption of the so-called Omnibus Directive which aimed at:

(@)  establishing a European System of Financial Supervisors (“ESFS”) that would consist of a network of
national financial supervisors working in tandem with new European Supervisory Authorities (“ESAs”)
to be created by transforming the existing European supervisory committees into a EBA, a European
Insurance and Occupational Pensions Authority (“EIOPA”), and ESMA, thereby combining the
advantages of an overarching European framework for financial supervision with the expertise of local
micro prudential supervisory bodies that are closest to the institutions operating in their jurisdictions;
and

(b)  establishing a ESRB to monitor and assess potential threats to financial stability that arise from macro-
economic developments and from developments within the financial system as a whole. To this end, the
ESRB would provide an early warning of system-wide risks that may be building up and, where
necessary, issue recommendations for action to deal with these risks.

Regulations (EU) No 1092/2010, No 1093/2010, No 1094/2010, No 1095/2010 and the Directive 2010/78/EU
of 24 November 2010 are the elements of the so-called Financial Supervision Package.

The Financial Supervision Package confers important powers on the ESAs, including, inter alia, to:

° draw up specific rules for national supervisory authorities (“NSAs”) and financial institutions;

° develop technical standards, guidelines and recommendations;

° monitor how rules are being enforced by NSAs;

° take action in emergencies, including the banning of certain products;

° mediate and settle disputes between NSAs;

° ensure the consistent application of EU law; and

° mediate in certain situations and settle disagreements between NSAs, in particular in areas that require

cooperation, coordination or joint decision-making by supervisory authorities from more than one
member state of the EU.

The ESAs are also entitled to address individual decisions directly to the relevant NSAs:

@) in the course of the settlement of a disagreement between the relevant NSAs which has arisen in relation
to cross-border situations, where those NSAs have failed to reach an agreement within the time limit set
by the respective ESA for conciliation; and

(b)  in emergency situations declared by the European Council. In addition, in circumstances where an NSA
fails to apply the relevant directly applicable provisions of EU law or has applied such provisions in a
way that appears to amount to a breach thereof, the ESAs are empowered to issue a recommendation
directly to the NSA concerned as to the actions necessary for compliance. In exceptional circumstances
and subject to further conditions, where the relevant NSA fails to take the actions required by the
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respective ESA, the ESA concerned may adopt decisions directly addressed to individual financial
institutions as a last resort to ensure compliance with the requirements of the relevant EU legislation.

Furthermore, the Financial Supervision Package confers direct supervisory powers on ESMA over credit rating
agencies established and registered in the EU, including powers to request information, launch investigations,
and perform on-site inspections.

The ESRB is responsible for monitoring and assessing potential threats to financial stability that arise from
macro-economic developments and from developments within the financial system as a whole. To this end, the
ESRB provides an early warning of system-wide risks that may be building up and, where necessary, issues
recommendations for action to deal with these risks.

The Joint Committee of the ESAs serves as a forum in which the ESAs co-operate regularly and closely to
ensure cross-sector consistency, in particular with respect to financial conglomerates, accounting and auditing
issues, micro-prudential analyses of cross-sectoral developments, risks to, and vulnerabilities of, financial
stability, and retail investment products.

Recent legal changes and implementation of recent EU legislation

From 2014, the previous banking act was replaced by the Credit Institutions Act. Its major objectives were to
recast the previous banking act and to facilitate the adaption of the Hungarian banking system to the unified
banking standards of the EU (including the implementation of the fourth Capital Requirements Directive).

The implementation of other recent EU legislation includes:

@) Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the
activity of credit institutions and the prudential supervision of credit institutions and investment firms;

(b)  Directive 2014/49/EU of the European Parliament and of the Council of 16 April 2014 on deposit
guarantee schemes;

(c)  Council Directive 2014/107/EU of 9 December 2014 amending Directive 2011/16/EU as regards
mandatory automatic exchange of information in the field of taxation;

(d)  Directive 2014/17/EU of the European Parliament and of the Council of 4 February 2014 on credit
agreements for consumers relating to residential immovable property;

()  Commission Delegated Directive (EU) 2017/593 of 7 April 2016 supplementing Directive 2014/65/EU
of the European Parliament and of the Council with regard to safeguarding of financial instruments and
funds belonging to clients, product governance obligations and the rules applicable to the provision or
reception of fees, commissions or any monetary or non-monetary benefits;

4] 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 (the “BRRD”);

(9) Directive (EU) 2017/2399 of the European Parliament and of the Council of 12 December 2017
amending Directive 2014/59/EU as regards the ranking of unsecured debt instruments in insolvency
hierarchy;

(h)  Directive 2015/849/EU of the European Parliament and of the Council of 20 May 2015 on the prevention
of the use of the financial system for the purpose of money laundering and terrorism financing.

For further developments in respect of the continuing implementation of the respective EU legislation, please
see the relevant subsections below.
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Supervision and regulation of the banking system

The legal framework of the present banking system is based on the Credit Institutions Act, the Investment Firms
Act and the Capital Markets Act and orders of the Government and the Minister responsible for the regulation
of the financial markets issued in relation to the respective fields. Regulation of the Hungarian banking system
is fully compliant with the relevant EU regulations, and in some cases it imposes even stricter national
requirements.

In the Hungarian banking system, the MNB performs the supervisory functions. The MNB oversees all legal
entities engaged in providing banking services in Hungary.

National Bank of Hungary as the central bank of Hungary

Act CXXXIX of 2013 on the National Bank of Hungary (the “MNB Act”) regulates the MNB and its current
status in the system of European Central Banks. The MNB controls the volume of money in circulation and
foreign exchange management and it adopts decisions and resolutions on the governance of the money market,
interest rates, foreign exchange transactions and the supply of statistics. The MNB requires all lending
institutions to create reserve funds amounting to a specified portion of their adjusted liabilities. The MNB is
also responsible for the creation and management of the official reserves in gold and foreign exchange for the
purpose of maintaining the external stability of the Hungarian economy.

The MNB designates the payment and securities settlement systems for the purposes of Directive 98/26/EC on
settlement finality in payment and securities settlement systems and supervises their operation.

In order to enhance the secure operation of the financial system, the MNB supports the adoption and
maintenance of an efficient policy on financial stability and the prudential supervision of credit institutions, in
particular, by identifying those economic risks which endanger the stability of the financial system as a whole.
The MNB also monitors the operation and liquidity position of, inter alia, systemically important financial
institutions. To the extent that these are not set out in acts of Parliament or orders of the Government, the MNB
may determine measures to prevent or mitigate systemic risks, including, inter alia, measures to limit excessive
credit growth, liquidity requirements aimed at preventing systemic risks from building up, detailed rules on
countercyclical capital buffers and additional requirements with a view to reducing the probability of default
by systemically important financial institutions.

The MNB may, at its discretion, act as a lender of last resort to assist credit institutions facing transitional
liquidity problems, where such difficulties endanger the stability and smooth operation of the financial system,
particularly in respect of payment functions. Any loan granted by the MNB to a commercial bank in its lender-
of-last-resort capacity constitutes an unguaranteed obligation on the part of that bank. Furthermore, the MNB
may also provide liquidity to credit institutions in accordance with the current monetary policy through repo
transactions. In addition, the MNB has ongoing consultations with banks, and holds on-site audits in its capacity
as a supervisory organisation.

Further, the MNB has been designated as an “agency” for the purposes of the functions as set out in Section 1
of Article V of the Agreement of the International Monetary Fund (the “IMF Agreement”).

From 2010, the MNB, in cooperation with the relevant authorities, has supported the adoption and maintenance
of an efficient policy on the stability of the financial system and the prudential supervision of credit institutions,
in particular through the identification of economic risks which endanger the stability of the financial system
as a whole.

The MNB reviews reports filed by banks and maintains a publicly available database on the Hungarian banking
system. Furthermore, it continuously evaluates the status and publishes all information regarding the financial
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position and condition of Hungarian credit institutions as well as with regard to the Hungarian economy. The
MNB also monitors the compliance of credit institutions with the provisions of the Credit Institutions Act and
the orders issued by the Governor of the MNB (the “MNB Orders”).

The European Central Bank and the National Bank of Hungary

There is no official date indicated by the Hungarian Government for Hungary to become a member of the
Economic and Monetary Union (“EMU?”). Prior to joining the EMU, Hungary needs to accede to the ERM-II
system.

Hungary is presently at the second stage of the monetary integration, therefore it still retains the discretion to
set its own monetary policy. Nevertheless, pursuant to the Treaty of Maastricht, it is bound to follow a strategy
of convergence. The Governor of the MNB is a member of the Governing Council of the European Central
Bank.

National Bank of Hungary as supervisory authority of the financial intermediary system

Since 1 October 2013, supervision of the banking sector has been carried out by the MNB as well, as the
successor of the Hungarian Financial Supervisory Authority. The regulation of the status and organisation of
the MNB is set out in the MNB Act. Further statutory powers are also conferred on it by other acts regulating
the different sectors of the Hungarian financial industry. The MNB is a member of the European System of
Financial Supervisors.

The MNB has been designated a “competent authority” for the purposes of Regulation (EC) No 1060/2009 on
credit rating agencies laying down conditions for issuing credit ratings and rules on the organisation and conduct
of credit rating agencies to promote their independence and the avoidance of conflicts of interest.

The MNB is headed by the Governor with the assistance of two or three Deputy-Governors. The Governor and
the Deputy-Governors of the MNB are appointed by the President of Hungary on the nomination of the Prime
Minister. The Financial Stability Council (“FSC”) supports the efficient operation of the MNB. The FSC
consists of the Governor of the MNB, the Deputy-Governor(s) of the MNB responsible for the regulation of the
financial, capital and insurance markets and other members appointed by the Governor of the MNB.

The MNB holds wide-ranging powers under the Credit Institutions Act, the Investment Firms Act, the MNB
Act and the Capital Markets Act to license and supervise the operation of credit institutions. Supervision of
banking activities in Hungary has strengthened as the banking system has developed.

The MNB is entitled to launch site audits, to take action in the interest of ensuring compliance with the Credit
Institutions Act, and to initiate proceedings where non-compliance or, in the case of minimum liquidity
requirements and the requirement to match asset and liability maturities, the danger of non compliance has been
detected. The MNB must conduct comprehensive inspections once every three years including on-site audits at
banks, specialised credit institutions, insurance companies and reinsurers.

The MNB can implement a variety of measures to eliminate deficiencies and irregularities detected at lending
institutions: from notification and enforcement of mandatory decisions, restrictions or bans on certain functions
of the offending institution, delegation of a superintendent, to the ultimate measure of withdrawing the operation
licence of the credit institution. Apart from the above administrative powers, as an exceptional measure, the
MNB may also impose a fine for any of the following: infringement of legal regulations or MNB Orders
pertaining to financial services and supplementary financial services; failure to comply with the Credit
Institutions Act, MNB decisions, internal rules and regulations of the supervised institutions; or late or
insufficient compliance with the above. The maximum limit for such fines is specified as the higher of a fixed
amount not exceeding two billion forints, twice of the amount of the gains or prevented losses resulting from
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breach of law or 10 per cent. of the annual income calculated in the latest consolidated financial report
determined for the institution concerned.

In certain cases specified by the Credit Institutions Act the MNB must employ the exceptional measure of
delegating a superintendent to a credit institution upon the occurrence of the following events:

(@)  the solvency capital of the credit institution does not reach 80 per cent. of the mandatory level prescribed
by law and the owner or the third-country credit institution is unable, or not willing, to restore the
solvency capital or the own equity of the credit institution to the mandatory level prescribed by law or
to the level imposed by the MNB; or

(b)  the competent authority, supervising the parent company of the credit institution, notifies the MNB of
the occurrence of a crisis situation which jeopardises or endangers the financial stability of the parent
company.

Further, the MNB is empowered to impose a ban or restriction on the undertaking of commitments by the credit
institution involved for maximum one year (which can be extended with a half year) or the repayment of
deposits for a maximum 90-day period.

The MNB Act confers a power on the Governor of the MNB to make delegated legislation exercisable by order.
Such power, however, is strictly limited to the subject matters set out in the MNB Act and in the sectoral acts,
such as detailed rules on the disclosure and reporting obligations of regulated entities, internal controlling
procedures etc. Further, orders foreseen to be issued by the Governor of the MNB may not be in contradiction
to, and may not derogate from, acts of Parliament or orders of the Government.

The Credit Institutions Act also sets out the cooperation of the supervisory authorities of the relevant EU
member states in relation to the supervision of cross-border banking groups on a consolidated basis, and
regulates the functions to be performed by the MNB in its capacity as consolidating supervisor.

Principles of the National Bank of Hungary

In order to prevent insolvency and minimise the negative consequences of such after the global financial crisis,
it is necessary for the financial institution to continuously maintain their functions in the financial system. In
order to ensure that, the EU introduced the BRRD implemented in Hungary by 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.

In order to further strengthen the Hungarian banking system and the stability of the Hungarian financial
intermediary system, on 14 November 2018 the MNB published its principles for setting minimum requirement
for own funds and eligible liabilities (the “MREL Principles”) to provide guidance on how the MNB
approaches the interpretation of certain regulatory provisions governing the determination of minimum
requirement for own funds and eligible liabilities within the legislative framework of the BRRD and Act
XXXVII of 2014. Credit institutions and investment firms are obliged to continuously comply with the
requirements, which require the institutions holding of liabilities of adequate quantity and quality to allow their
partial or complete write-off or conversion to equity in case of a situation that makes such action necessary,
therefore ensuring the bearing of losses by owners and creditors as well as the efficiency of the resolution
actions. The authority which sets such requirements in Hungary is the MNB and the MREL Principles covers
the following topics: the assumptions based on which MNB determines the size of the requirement; the quality
of liabilities eligible to meet the requirement; and the lengths of the transitional period justified and necessary
to comply with the final target. As at the date of the Prospectus, the MREL requirements of the Issuer had not
been confirmed to the Issuer by the MNB.
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Main elements of the Hungarian banking regulations

The current regulatory framework for the Hungarian banking system is primarily set out in the Credit
Institutions Act, the Capital Markets Act and the Investment Firms Act, which transposed the relevant EU
legislation into Hungarian law, including, inter alia, Directive 2013/36/EU of the European Parliament and of
the Council on access to the activity of credit institutions and the prudential supervision of credit institutions
and investment firms, Directive 2014/65/EU on markets in financial instruments (as amended, “MiFID II”),
the provisions of Directive 2015/2366/EU on payment services in the internal market (the “PSD2”) and
Directive 2009/110/EC of 16 September 2009 on the taking up, pursuit and prudential supervision of the
Business of Electronic Money Institutions (the “Electronic Money Institutions Directive”). Particular
provisions applicable to specialised credit institutions, such as mortgage credit institutions, are set out in specific
acts, including the Mortgage Credit Institutions Act). In addition, specific rules not regulated in detail under
these acts are elaborated in Government orders, MNB Orders or orders issued by the minister responsible for
the regulation of the financial markets.

Capital Adequacy

Basel ITT

On 16 December 2010, the Basel Committee on Banking Supervision (the “BCBS”) published the text of its
reform package (commonly referred to as “Basel III”, revised in June 2011), which presents the details of
global regulatory standards on bank capital adequacy and liquidity agreed by the Governors and Heads of
Supervision, and endorsed by the G20 Leaders at their Seoul summit held in November 2010. Basel I1I promotes
two frameworks regarding capital: a global regulatory framework for more resilient banks and banking systems
(the “Capital Guidelines”) and an international framework for liquidity risk measurement, standards and
monitoring (the “Liquidity Guidelines”).

The Capital Guidelines comprise new standards on minimum Tier] capital, the composition of the capital base,
rules on counterparty risk, a leverage ratio and concepts for countercyclical capital buffers. Basically, the
reforms raise both the quality and quantity of the regulatory capital base of banks and enhance the risk coverage
of the capital framework. These reforms are underpinned by the introduction of a simple, transparent, non-risk
based leverage ratio in relation to banks that serves as a backstop to the risk-based capital measures, which is
intended to constrain excess leverage in the banking system and to provide an extra layer of protection against
model risk and measurement error.

Pursuant to the Capital Guidelines, the predominant form of Tierl capital (“Common Equity Tier1” capital) is
common shares and retained earnings. The remainder of the Tierl capital (“Additional Tierl” capital) consists
of instruments that are subordinated, have fully discretionary non-cumulative dividends or coupons and have
neither a maturity nor an incentive to redeem. Furthermore, the Common Equity Tier] ratio is 4.5 per cent. of
risk-weighted assets. Additionally, a capital conservation buffer of 2.5 per cent., comprised of Common Equity
Tier 1, is to be established by the banks above the regulatory minimum capital requirement. Therefore,
practically, the total common equity requirement of banks is to be 7 per cent. Banks are also subject to a
countercyclical buffer regime which allows national regulators to require up to another 2.5 per cent. of capital
during periods of high credit growth.

Furthermore, under the Capital Guidelines, in addition to the default risk capital requirements for counterparty
credit risk the banks are required to add a capital charge to cover the risk of mark-to-market losses on the
expected counterparty risk (such losses being known as credit value adjustments: “CVA”) to over-the-counter
(“OTC”) derivatives. This strengthens the capital requirements for counterparty credit exposures arising from
banks’ OTC transactions, provides additional incentives to move OTC derivative contracts to central
counterparties and generally raises counterparty credit risk management standards.
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Under the Liquidity Guidelines, the BCBS strengthened its liquidity framework by developing two minimum
standards for funding liquidity. These standards have been developed to achieve two separate but
complementary objectives. The first objective is to promote short-term resilience of a bank’s liquidity risk
profile by ensuring that it has sufficient high-quality liquid assets to survive a significant stress scenario lasting
for one month. The Committee developed the Liquidity Coverage Ratio (“LCR?”) to achieve this objective. The
second objective is to promote resilience over a longer time horizon by creating additional incentives for banks
to fund their activities with more stable sources of funding on an ongoing basis. The Net Stable Funding Ratio
(“NSFR”) has a time horizon of one year and has been developed to provide a sustainable maturity structure of
assets and liabilities. The LCR, including any revisions, was introduced on 1 January 2015. The NSFR,
including any revisions, moved to a minimum standard by 1 January 2018.

EU legislation

As regards the European Union, the current EU framework for regulatory capital is primarily set out in the CRR
and CRD IV. The CRD IV aims to ensure the soundness and stability of credit institutions and certain investment
firms, on the basis of the three-pillar structure of the Basel II (Revised) Capital Framework.

CRD 1V was implemented in Hungary by the Credit Institutions Act which applied from 1 January 2014,

The CRR provides a single rule book, directly applicable in all EU member states, and sets out a single set of
prudential requirements for credit institutions and investment firms with uniform application throughout the
EU. CRR requires banks to have set aside enough capital to cover unexpected losses and keep themselves
solvent in a crisis. As a main principle, the amount of capital required depends on the risk attached to the assets
of a particular bank. This is referred to as the “own funds requirement” and is expressed as a percentage of risk-
weighted assets. In other words, the riskier the assets, the more capital the bank has to set aside.

The own funds consist of the following:
Q) Tier 1 capital which consists of the sum of the following:

° Common Equity Tier 1 (CET1) capital made up of capital instruments, share premium accounts,
retained earnings, accumulated other comprehensive income, other reserves, funds for general
banking risk after application of some adjustments and deductions; and

° Additional Tier 1 capital which consists of capital instruments, under the conditions laid down in
Article 52(1) of CRR and share premium accounts related to the instruments referred to in this
bullet after application of adjustments.

(i) Tier 2 capital, which includes capital instruments and subordinated loans under the conditions laid down
in Article 63 of CRR, the share premium accounts related to instruments referred to in this bullet and
some adjustments depending on the method of calculating risk-weighted exposure amounts.

A total amount of capital that banks and investment firms are required to hold should be equal to at least 8 per
cent. of risk-weighted assets. The share that has to be of the highest quality capital - common equity tier 1
should make up 4.5 per cent. of risk-weighted assets.

The CRR II proposals cover, amongst others things, the leverage ratio, requirements for own funds and eligible
liabilities, credit risk, exposures and reporting requirements. In relation to CRD V, proposals have been made
with regard to exempted entities, financial holding companies, mixed financial holding companies,
remuneration, supervisory measures and powers and capital conservation measures. The amendment to the
BRRD will address the need for proportionality of bail-in related rules to ensure the effectiveness of the bail-in
tool in a cross-border resolution and to promote equal treatment between EU and third-country creditors.
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Implementation of the relevant EU legislation by Hungary

The capital adequacy requirements set out in the CRD IV have been transposed into Hungarian law through the
Credit Institutions Act and its various amendments as well as orders issued by the Government and the minister
responsible for the regulation of the financial markets.

Pursuant to the Credit Institutions Act, banks must maintain a registered capital of at least HUF 2 billion
(approximately EUR 6.2 million). The minimum registered capital requirement amounts to at least HUF 3
billion (approximately EUR 9.3 million) for mortgage credit institutions as a type of specialised credit
institution. The amount of a credit institution’s equity may not be less than the statutory minimum amount of
its registered capital. In the event of the amount of a credit institution’s equity falling below the registered
capital, the MNB may afford the credit institution a maximum 18-month deadline to bring its equity to the
required level.

In order to maintain its solvency and ability to satisfy its liabilities, a credit institution must at all times maintain
solvency capital adequate to cover the risk of the financial and investment activities it engages in.

The solvency capital must be at all times equal to, or above, the sum of:

@) 8 per cent. of its total risk weighted exposure, calculated in accordance with the relevant provisions of
the CRR, for its credit risk;

(b)  the capital requirement for its dilution risk;

(c)  the capital requirement for counterparty credit risk in relation to items booked in, and out of, its trading
book;

(d) the capital charge for position risk and large exposures in its trading book;

(e)  the capital charge for foreign exchange and commodities risk throughout all of its business activities;
and

4] the capital requirement for operational risk inherent in all of its business lines,
which may not in any event be less than the minimum amount of its registered capital.

The CRR provides for two broad methodologies to quantify a bank’s risk weighted exposure: the Standardised
Method and the Internal Ratings Based Approach. The Standardised Method enables the credit institution to
measure its risks in a standardised manner on the basis of the principles laid down in the CRR. Pursuant to this
method, each exposure must be categorised into an exposure class, linked to the respective risk category.
Alternatively, the Internal Ratings Based Approach, subject to the explicit approval of MNB, allows banks to
use their internal rating systems.

Trading Book

A trading book consists of positions in financial instruments and commodities held either with trading intent or
in order to hedge other elements of the trading book. Positions held with trading intent are those held
intentionally for short-term resale and/or with the intention of benefiting from actual or expected short-term
price movements or to lock in arbitrage profits, including proprietary positions, positions arising from client
servicing and market making. To be eligible for trading book capital treatment, financial instruments must either
be free of any restrictive covenants on their tradability or be able to be hedged completely. In addition, positions
should be frequently and accurately valued, and the portfolio should be actively managed.

In order to ascertain a credit institution’s capital requirements in respect of positions booked in the trading book,
there must be clearly defined policies and procedures in place in order to determine which exposures to include
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in, and to exclude from, the trading book. Systems and control mechanisms must be sufficient to provide prudent
and reliable valuation estimates.

The regulation of credit institutions’ trading activities and the trading book are set out in the Investment Firms
Act and the related Government orders (implementing MiFID II and the relevant provisions of CRD IV).

General Reserves

A credit institution must create general reserves against the possibility of losses not yet identified by setting
aside 10 per cent. of its Profit After Tax prior to paying dividends or shares. The funds so set aside may be used
only to offset the losses incurred by the credit institution from its business activities. (Upon request, a credit
institution may be exempted by the MNB from the obligation to create general reserves provided that the
amount of the credit institution’s solvency capital is at least equal to 150 per cent. of the minimal amount of
solvency capital as set out in CRR and any additional capital required by the regulator and if it has no negative
profit reserves.)

Minimum liquidity requirements

The LCR are monitored by the MNB from the beginning of 2012 on a quarterly basis, but since 2013 LCR has
been switched to monthly monitoring. Based on the EU legislation, the MNB ensures that a bank maintains an
adequate level of high-quality liquid assets that can be converted into cash to meet its liquidity needs for a 30-
calendar day time horizon under a significantly severe liquidity pre-specified stress scenario. The liquidity
coverage ratio - unencumbered high-quality assets against net cash outflows over a 30-day stress period — has
been phased-in gradually, starting at 60 per cent. in 2015 and reached 100 per cent. in 2016.

For a stable financing market it is essential for credit institutions to apply stable and long-term foreign currency
resources. MNB Order No. 14/2014. (V. 19.) (the “MNB Order I") establishes that from 1 January 2016, the
foreign currency ratio shall at all times reach 100 per cent., calculated according to the MNB Order based on
quarterly reporting to the MNB. Furthermore, according to MNB Order No. 25/2015. (VIL. 30.), the absolute
value of a credit institution’s the foreign currency indicator must not exceed 0.15 from 1 January 2016.

MNB Order No. 20/2015. (VL. 29.) (the “MNB Order II”’) deals with retail mortgage loans financed by the
issuance of mortgage-backed securities. Mortgage bonds and other similar instruments are considered to be
stable, long-term resources with relatively low funding costs due to their favourable risk rating. Financings with
longer term securities also reduce the interest rate risks. The scope of the MNB Order II covers credit institutions
and credit institution groups, with some exceptions. Pursuant to MNB Order II, the mortgage-backed financing
compliance indicator at all times shall be 0.20 from 1 October 2018 based on quarterly reporting to the MNB.

Capital Buffers

In addition to the mandatory common equity tier 1 capital requirement set out in CRR, pursuant to the Credit
Institutions Act implementing CRD IV all banks are required to hold certain capital buffers to ensure that they
accumulate a sufficient capital base in prosperous times to enable them to absorb losses in the event of a crisis.

Capital conservation buffer

Banks have to hold a capital conservation buffer in order to preserve a bank’s capital. If a bank does not comply
with this buffer, it will have to limit or stop payments of dividends or bonuses. The capital conservation buffer
is for Hungarian credit institutions is 2.5 per cent. of total risk exposure.

Countercyclical capital buffer

The countercyclical capital buffer is a prudential tool to counteract the effects of the economic cycle on banks’
lending activity. It requires a bank to have an additional amount of capital (CET 1) in good times, when credit
growth is strong, so that when the economic cycle turns, and economic activity slows down or even contracts,
this buffer can be released to allow the bank to keep lending to the real economy. The countercyclical capital
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buffer for credit institutions that have exposures from loans granted in Hungary may extend to 2.5 per cent.
from total risk exposure. This could be increased by the MNB if the loans to deposits ratio is high or there are
material adverse tendencies in the macroeconomic environment.

Other systemically important institutions (O-SII) buffer

This buffer applies to domestically important institutions as well as institutions of EU importance. Hungarian
credit institutions identified as O-SII by the MNB must maintain at individual, sub-consolidated or consolidated
level, as the case may be, an O-SII capital buffer of 1 to 3.5 per cent. of total risk exposure (depending on the
categorisation of the relevant credit institution). The O-SII buffer applies to the Issuer.

Systemic risk buffer

The requirement to hold a systemic risk buffer of common equity tier 1 capital may be applied to the entire
financial sector or its separate parts. The aim is to prevent and mitigate long-term non-cyclical systemic or
macro-prudential risks, which may have serious negative consequences for the real economy. This buffer may
apply to banks nominated by the MNB and its minimum rate is 1 per cent.

Large Exposures

The so-called “large exposures” are the exposures of an institution to a single client or a group of connected
clients, representing more than 10 per cent. of its eligible capital (therefore “large” compared to an institution’s
overall capital resources). Pursuant to CRR, a large exposure cannot exceed 25 per cent. of the institution’
eligible capital (or EUR 150 million, whichever is higher). The purpose of this limit is to protect institutions
from significant losses caused by the sudden default of an individual counterparty or a group of connected
counterparties.

Regulation on Transactions

In addition to the provisions on capital adequacy, the Credit Institutions Act imposes other requirements and
restrictions on credit institutions, including reporting obligations and liquidity requirements, and contains
limitations on exposures related to the acquisition of ownership in companies and real estate, as well as other
forms of investment restrictions. The Credit Institutions Act also sets out requirements as to the fitness, probity
and competence of the credit institutions’ personnel.

Implementation of the Payment Services Directive

The PSD2 provides the legal framework for payments in the European Economic Area and a single market for
Euro payments, known as the Single Euro Payment Area (“SEPA”). SEPA aims at creating an integrated market
for payment services in EUR, with a common set of business rules and technical standards for non-cash
payments, where all EUR payments are treated equally, and the differentiation between domestic and cross
border transactions disappears. PSD2 also seeks to improve competition by opening up payment markets to
new entrants, thus fostering greater efficiency and cost reduction.

The PSD2 was implemented into Hungarian law as from 13 January 2018, when Act CXLVI of 2017 amending
Act LXXXV 0f 2009 on the Provision of Payment Services (the “Payment Services Act”) and Act CCXXXV
of 2013 on Certain Payment Service Providers (the “Payment Service Providers Act”) came into force.

The Payment Services Act lays down the requirements set out in the PSD2 in order for the Hungarian payment
system to be compatible with SEPA. The Payment Services Act has established a comprehensive set of rules
applicable to payment services provided within the territory of Hungary in relation to both domestic and cross-
border payments within the EEA, with enhanced transparency as regards the conditions of payment services.
The Payment Services Act imposes various disclosure obligations on payment service providers, which may
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not be derogated from by contract where the customer is a consumer or a micro enterprise (within the meaning
defined therein). Effective from 13 January 2018, MNB has adopted further rules in connection with the regime
of payment services established by the Payment Services Act in its No 35/2017 (XII. 14.) Order on the execution
of payments. Based on this regulation, the instant payment system (“azonnali fizetési rendszer”) is scheduled
to be available from 3 March 2020 for customers. The system will be operated by the state owned Hungarian
financial services provider, GIRO Zrt. The instant payment system shall process credit transfers and other
payments within a maximum of five seconds with a maximum of 24 hours of system maintenance per year. It
will be possible to initiate payments of up to HUF 10,000,000 (approx. EUR 31,103) via the instant payment
system.

In addition to the already existing category of payment institutions, the amendment to the Payment Service
Providers Act has introduced new categories of payment service providers, being the electronic money issuance
institution and the voucher issuer.

It is currently planned that with regard to all domestic transfers of money for individuals (unless the order was
issued in a paper format or the order was issued with a value date different from the issue date) sending less
than HUF 10,000,000 will take place within 1-2 seconds (at most within five seconds) at any time of the day,
seven days a week. Service providers will have only 24 hours for down time during every calendar year. Legal
entities will fall under the new obligatory rules (i.e. for payment service providers) if they transfer less than
HUF 10,000,000. The system is currently under testing and will be operated by GIRO Zrt. a wholly owned
subsidiary of the MNB. The system is intended to be a competition of traditional payment cards (such as Visa,
MC), cash and the so-called yellow cheques (used to pay utilities at post offices).

Consumer protection legislation in the financial sector

EU legislation on consumer protection in respect of financial services

Directive 2008/48/EC of the European Parliament and the Council of 23 April 2008 on credit agreements for
consumers (the “Consumer Credit Directive”) sets out additional obligations on any natural or legal person
who grants credit to consumers in the course of his trade, business or profession, including credit institutions.
Certain types of credit agreements, such as loans secured by a mortgage on real estate, are excluded from the
scope of the Consumer Credit Directive. By focusing on transparency and consumer rights, the Consumer Credit
Directive ensures that comprehensive information is given to consumers in good time and before the contract
is concluded and also as part of the credit agreement.

In order to enhance the comparability of different offers and to make the information more understandable, the
pre-contractual information needs to be supplied in a standardised form (Standard European Consumer Credit
Information), which must be used by every creditor (as defined in the Consumer Credit Directive) when
marketing consumer credit in any Member State. Further, the Consumer Credit Directive imposes significantly
more stringent obligations on creditors in respect of both the disclosure and calculation of the Annual Percentage
Rate of Charge (as harmonised at the EU level, hereinafter referred to as “APR”), representing the total costs
of the credit.

Moreover, the Consumer Credit Directive tightens the requirements for assessing the creditworthiness of
consumer borrowers. In addition, the Consumer Credit Directive foresees two essential rights for consumers:

(8) they are allowed to withdraw from the credit agreement without giving any reason within a period of 14
days after the conclusion of the contract; and

(b)  they are entitled to early repayment at any time, with limitations on creditors’ rights to compensation for
the losses incurred because of the prepayment by the consumer.
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Laws on consumer protection in Hungary

The recent Hungarian legislation, aimed at enhancing the protection of consumers in financial markets,
implemented the Consumer Credit Directive, further narrowed the scope for unilateral amendments by credit
institutions in respect of consumer credit agreements, and imposed other restrictions with a view to protecting
the weaker party.

The Consumer Credit Directive has been implemented into Hungarian law by Act CLXII of 2009 on Consumer
Credits (the “Consumer Credit Act”) and Government Order No. 361/2009 (XII. 30.) on the Requirements of
Prudent Residential Lending and on the Assessment of Creditworthiness (the “Consumer Credit Order”).

It is necessary to highlight, however, that the Consumer Credit Act goes beyond the EU requirements, as a
number of its strict provisions also apply to mortgage-backed loans and financial lease agreements, which are
excluded from the scope of the Consumer Credit Directive. Both the Consumer Credit Act and the Consumer
Credit Order have been amended a number of times to reflect policy changes, as well as to make certain
clarifications.

The most important implications arise in respect of prepayments and the assessment of creditworthiness and,
after the entering into of Act V of 2013 on the Civil Code (the “New Civil Code”), the obligation of credit
institutions to provide the required information to the borrower. Furthermore, there are newly introduced limits
in respect of the amount of the APR and any amendment of the credit agreement by the credit institution.

As regards prepayments, the Consumer Credit Act imposes significant limitations on, and conditions for, a
credit institution recovering its losses, stemming from the consumer borrower repaying the loan, in whole or in
part, earlier than its scheduled maturity.

In the event of a prepayment made by a relevant borrower in respect of a consumer mortgage-backed loan, the
credit institution is entitled to compensation for the costs deriving from the borrower’s prepayment. Such
compensation however is capped at (a) 1.5 per cent. of the prepaid amount; or (b) 2 per cent. of the same in the
case of consumer loans funded by mortgage bonds, including loans refinanced by mortgage credit institutions,
where the prepayment falls within a period during which the interest rate is a fixed rate, or within the respective
interest rate period in respect of loans with a floating rate.

In addition, the Consumer Credit Act provides consumer borrowers that are over 90 days late on payments
under their mortgage-backed loans with the possibility of applying for the extension of the relevant housing
mortgage loan term by a maximum period of five years. Such applications may be made once only during the
term of the relevant mortgage-backed loan and may not be refused by the respective creditors without good
cause.

New requirements on credit rating

The provisions set out in the Consumer Credit Order apply to credits (as defined in the Credit Institutions Act)
and financial lease agreements granted to, and/or entered into with, natural persons in the territory of Hungary
by financial or payment institutions (as also defined in the Credit Institutions Act respectively) in the course of
their lending activity.

Some types of credit agreements are excluded from the scope of the Consumer Credit Order, such as:

° amendments to, or the rescheduling of, existing credit agreements (without the fees charged by the
creditor), stemming from the default or solvency problems on the part of natural-person borrowers,
provided that the total amount of the borrower’s existing debt does not increase as a result of such
alterations and the modified credit is (a) denominated in HUF or EUR, or made as a EUR-based loan,
where the credit was originally disbursed as a EUR-denominated or EUR-based loan, or a loan
denominated in a currency other than HUF or EUR; or (b) denominated in HUF if the credit was initially
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denominated in HUF or (¢) denominated in Swiss Francs if the credit was initially denominated in Swiss
Francs;

° certain refinancing credits (without the fees charged by the creditor), granted by the same creditor (as
defined above) as that having made the original loan on which the borrower is in default, provided that
the refinancing transaction does not lead to such further indebtedness of the borrower, which exceeds
the amount reasonable to restore their solvency; and

° certain other credit agreements with specific purposes or collaterals as determined therein.

The provisions of the Consumer Credit Order do not apply to those credits provided to refinance a natural
person borrower’s debts, existing at the time of the Consumer Credit Order coming into force, by a creditor
other than that having made the original loan being refinanced, insofar as such a transaction does not lead to an
increase in the total amount of the borrower’s indebtedness, existing at the time of the refinancing credit under
the original loans, and the new credit is (a) denominated in HUF or EUR, or made as a EUR based loan, where
the credit was originally disbursed as a EUR-denominated or EUR-based loan, or a loan denominated in a
currency other than HUF or EUR; (b) denominated in HUF if the credit was initially denominated in HUF; or
(c) denominated in Swiss Francs, or made as a Swiss Francs based loan, if the original credit was denominated
in Swiss Francs or made as a Swiss Francs based loan. Limitations set out in the Consumer Credit Order on the
amount of repayment instalments under foreign currency denominated loans and the requirements on the
internal credit rating policies of creditors, however, will be applicable also to such transactions.

Provisions on internal credit rating procedures

The Consumer Credit Order sets out tightened requirements on the internal credit rating procedures of creditors.
The new provisions, inter alia, impose an obligation on them to assess the creditworthiness of the natural-person
borrower in each and every case.

Creditors falling within the scope of the Consumer Credit Order are obliged to adopt internal rules and
regulations on credit rating, especially in relation to determining procedures and methods for the establishment
of credit limits for natural-person borrowers, and should also determine what information the borrower shall
provide in order to determine its credit rating. The calculation of such limits has to be based on the income of
the natural-person borrowers and the credit limits based on such incomes. In case of mortgage-backed loans,
the creditor must take into account the necessary, sufficient and proportionate information in relation to the
borrower’s financial and economic circumstances and its expenditures.

Further, creditors must provide natural-person borrowers, before the assessment of their creditworthiness, with
the guidance published on the website of the MNB on the risks associated with excessive indebtedness.

Tightened regime for the calculation and disclosure of the APR

As regards the calculation and disclosure of the APR, Government Order No. 83/2010 (III. 25.) on the
determination, calculation and disclosure of the annual percentage rate of charge (the “APR Order”),
implementing the relevant provisions of the Credit Consumer Directive, also takes Hungary beyond the content
of EU standards. As opposed to the Consumer Credit Directive, the scope of the more stringent APR regime
also covers loans secured by a mortgage on property, which are to be granted to consumer borrowers (as defined
in the Consumer Credit Act) on the territory of Hungary. The APR Order, inter alia, significantly broadens the
scope of those expenses which must be included in the total cost of credit also in respect of such loans. These
expenses include, but are not limited to:

@) fees and commissions payable to credit intermediaries (if employed);

(b)  charges for ancillary services, especially fees for account maintenance and transfers, known by the
creditor and the costs of those services tied to the consumer credit by contract (where applicable); and
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(c)  costs of proceedings before the land registry office (where applicable).

In relation to the calculation of the APR, it should also be taken into account if the repayment of the loan
agreement is in compliance with the term of the loan agreement.

APR cap on retail credits and pricing restrictions in respect of retail mortgage loans

The Consumer Credit Act provides, inter alia:

(8)  prohibiting financial institutions from granting any loan (except for Household Credits (as defined
below)) to consumers the APR of which exceeds a maximum threshold corresponding to the base rate
(published by the MNB and prevailing on the day immediately preceding the relevant half calendar year)
plus 24 per cent. points;

(b)  the imposition of a cap corresponding to the base rate (published by the MNB and prevailing on the day
immediately preceding the relevant half calendar year) plus 39 per cent. points on APRs that may be
applied by financial institutions in respect of current account overdrafts, credit lines attached to credit
cards or loans provided to finance the purchase of common household equipment items (except for cars),
durable consumer goods or everyday household services and loans secured by a pledge on assets, which
are in each case granted to consumers (the “Household Credits™).

In addition, the Consumer Credit Act foresees further restrictions on the ability of financial institutions to set
their prices and recoup their costs in respect of loans granted to consumers by, inter alia, limiting:

(a)  the manner in which financial institutions may set and modify interest rates applied to such loans to,
unless otherwise provided by legislative instruments, (i) linking such interest rates to publicly available
reference rates or reference yields specified in the Consumer Credit Act, or (ii) fixing such interest rates
for statutorily determined interest periods;

(b)  the grounds on which financial institutions may modify margins applied over statutory reference rates
to the detriment of borrowers under such loans to the grounds set out in the Consumer Credit Act;

(c)  the possibility of financial institutions charging regular costs, fees and other interest-like charges to
borrowers under such loans and the extent to which irregular charges or costs on such loans may be
increased; and

(d)  any modifications in the prices (which is only permitted in case the Consumer Credit Act permits or in
case the parties expressly stated such possible modifications in the loan agreements).

If the conditions for the unilateral modification of the loan agreement allow for a reduction of the interest rate,
the margin, the cost or the fee, the creditor must apply it as part of its contractual obligation towards the
consumer.

If a loan with a maturity of up to 3 years for its entire term has (a) a fixed interest rate or (b) a floating interest
rate, then the term of the credit and the interest rate may not be modified unilaterally by the financial institution.

In case of a reference interest rate, the reference interest rate shall be adjusted to the reference rate valid for 2
days prior to the last business day of the month preceding the reference date of the reference period specified
in the credit agreement. The financial institution may modify for the maximum of 5 times the reference rate (as
published on the website of the MNB).

Other than the interest, the financial institution can only set or modify those costs and expenses at the expense
of the consumer, which are specified in the loan agreement or otherwise are sufficient or necessary for the
consumer.
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In case of late performance by the consumer, the financial institution may, for the duration of the delay, charge
to the consumer a maximum amount capped at plus 3 per cent. of the one-and-a-half times the interest rate of
the transaction interest rate specified in the loan agreement, which shall not be more than the maximum amount
of the APR as set out in the loan agreement.

EU Directive on retail residential lending

On 4 February 2014, the European Parliament and the Council published the Directive 2014/17/EU on credit
agreements for consumers relating to residential immovable property (the “Mortgage Credit Directive”),
which covers credit agreements secured by a mortgage or another security interest, loans to purchase a property
and certain credits for financing the renovation of a property.

The Mortgage Credit Directive introduces stringent pre-contractual information requirements to consumers on
available mortgage products, in particular with respect to foreign currency credits, and an obligation on the part
of creditors to appropriately assess the retail borrowers’ ability to repay the relevant credit, taking into account
their personal circumstances, on the basis of sufficient information. It also regulates a duty for creditors to
assess the credit worthiness of mortgage applicants so as to ensure that borrowers can meet their repayment
obligations. The Mortgage Credit Directive also establishes business conduct principles that ensure that lenders
and credit intermediaries act honestly and transparently in the consumer’s interests. The Mortgage Credit
Directive was implemented into Hungarian law by various laws, including the Consumer Credit Act, the New
Civil Code and the Credit Institutions Act.

Income based repayment instalments

To further enhance the protection of the consumers and to increase the confidence in the lending industry,
another recent legislation imposed restrictions on the amount of the loan and the repayment instalments by
adopting MNB Order No. 32/2014. (IX. 10.), effective from 1 January 2015. Such order establishes that in case
of a HUF-denominated mortgage-backed loan, the total amount of the loan shall not exceed 80 per cent. of the
value of the real estate at the time of the credit application. In respect of EUR-denominated mortgage-backed
loans, such amount shall not exceed 50 per cent. of the value of the real estate and in case of other currencies,
35 per cent. is the applicable rate.

The income based repayment instalment is a ratio defined as being the monthly debt service to the net monthly
income of the consumer. If the net monthly income is less than HUF 400.000, the income based repayment
instalment shall not be more than 50 per cent. in case of a HUF-denominated loan, 25 per cent. in case of an
EUR-denominated loan and 10 per cent. in respect of other currencies. If the net monthly income is equal to or
more than HUF 400.000, the income based repayment instalment shall not be more than 60 per cent. in case of
a HUF-denominated loan, 30 per cent. in case of an EUR-denominated loan and 15 per cent. in respect of other
currencies.

Other protective measures

The scope of Act XXXVIII of 2014 on the decision of the Supreme Court on the settlement of certain issues
related to consumer loan agreements of financial institutions are consumer loan agreements entered into
between 1 May 2004 and the date of entry into force of the act. Pursuant to the act, a condition that stipulates
different exchange rate from the one applicable at the time of the disbursement is null and void. Furthermore,
in case the loan agreement contains the possibility of a unilateral right of amendment, then it shall be presumed
that such clause is unfair in relation to provisions of increase in interest rate, costs and expenses.

The Ministry of National Economy also introduced a couple of orders important in respect of the protection of
the consumers’ position. Order No. 56/2014. (XII. 31.) regulates the rules concerning information obligations
towards the consumer, while Order No. 3/2016. (I. 7.) establishes such information obligations in relation to
mortgage-backed loans.
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The most popular initiation aimed to consumers was introduced by Government Order No. 16/2016. (II. 10.)
and 17/2016. (II. 10.) (the so called “CSOK” in Hungarian), a special discount and support for families for
purchasing real estates, involving certain obligations in childbearing.

In order to encourage married couples for bearing and upbringing children, the State offers from July 1 2019
them a loan on favourable terms with an interest subsidy and a child bearing support. Based on the Government
Order No. 44/2019. (I11.112.) the maximum amount of the loan is 10 million HUF for a maximum duration of
20 years. For those taking the loan a prepayment fee or cost shall not be charged. In certain cases, the supported
can ask for the repayment to be suspended for a period of time. The supported do not pay an interest or costs
for the loan during the interest subsidy period, but the Treasury will pay it to the credit institutions instead of
them. The amount of support will be cleared between the credit institution and the Treasury and the credit
institution will receive a 0.3 — 0.8 per cent. cover for the expenses.

Other restrictions

The Consumer Credit Act, the New Civil Code and the Credit Institutions Act lay down the rights of financial
institutions to effect unilateral amendments to existing loan agreements and financial lease agreements entered
into between credit institutions and retail customers.

The Credit Institutions Act imposes certain restrictions on the provision of small-amount credits with
significantly high APRs, as well as on the way of taking security interests in relation to agreements concluded
with consumers.

With respect to the latter restriction, agreements concluded with consumers which provide the financial
institution with a purchase option for security purposes in respect of residential property are rendered null and
void in-so-far as the consumer obligor habitually lives in the so pledged property.

Legislative and Financial Measures Intended to Stabilise the Markets as a Response to the Global
Financial Crisis

Financial Measures

New monetary policy instruments

In response to the global financial crisis, the MNB introduced several monetary policy instruments, such as
swap and credit facility tenders aiming to enhance EUR and HUF liquidity in the Hungarian banking sector.

International Financial Reporting Standards

Government Order No. 1387/2015. (VI. 12.) has established the obligation for all credit institutions and certain
financial institutions from 1 January 2017 and from 1 January 2018 for all financial institutions to prepare their
financial statements based on IFRS.

One of the main benefits of IFRSs is the improvement of the country’s competitiveness, making it more
accessible for international capital markets. The most important advantages of applying the IFRS are the
comparability and transparency of financial statements, furthermore, it better reflects to complex transactions
and is constantly updated to reflect market changes. Acceptance of IFRS can contribute to making Hungary
more attractive and competitive, as IFRS can help open the market for foreign investors and capital markets.

Enhanced Deposit Insurance and other funds

In response to the financial crisis, with effect from 1 January 2011, the guarantee provided by the National
Deposit Insurance Fund (in Hungarian: “Orszagos Betétbiztositasi Alap™) (the “Fund I”) on the so called
“registered” (in Hungarian: “névre sz6lo”) bank account deposits (as defined in the Credit Institutions Act)
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placed with domestic credit institutions (being members of the Fund I) was extended to an aggregate amount
of EUR 100,000 per person.

The Investor Protection Fund (the “Fund II”’) was funded in 14 April 1997 with a membership of every entity
that is authorised to conduct activities under the MNB, as supervision authority. The operation of the Fund II is
regulated by the Capital Markets Act and is responsible for paying the amount of compensation for investors
determined by the Capital Markets Act as being such secured liabilities which are based on agreements
concluded with the member of the Fund II and the investor after 1 July 1997 in relation to assets (securities,
money) registered under the name of the investor but in the possession of the member of the Fund II.

The Resolution Fund (the “Fund II1”) is financed by credit institutions and investment firms and was founded
in order to further strengthen the financial stability in Hungary. With such institution, the costs of the crisis in
the financial sector are no longer financed by the taxpayers, but the market participants. Its main task is to bear
the costs of the recovery and the institutional crisis management pursuant to 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.

The Damage Settlement Fund (the “Fund I'V”) was established with Act CCXIV of 2015 for maintaining the
capital market stability and the trust in the investment service providers. The purpose of Fund IV is to settle
claims as defined in Act CCXIV of 2015 and to enforce claims in relation to claims transferred to it.

Legislative Measures

Financial Stabilisation Act

The main legislative step in respect of financial stabilisation was the enactment of Act CIV of 2008 on
Enhancing the Stability of the Financial Intermediary System (the “Financial Stabilisation Act”). The
Financial Stabilisation Act introduced certain stabilisation measures which may be applied to credit institutions
having their registered seat in Hungary.

The main measure under the Financial Stabilisation Act is recapitalisation, which may be employed on the
recommendation of the Governor of the MNB to inject new capital in the credit institution (a) upon the request
or with the approval of the credit institution or (b) ex officio, without the approval of the credit institution. If
the recapitalisation is carried out at the request or with the approval of the credit institution, then it shall (i)
issue “dividend preference share(s)” and “voting preference share(s) with special veto right” (for details see
description below) to the Hungarian State and (ii) conclude an agreement with the Hungarian State which must
provide for, amongst other things, the nominal value and the issue value of the two classes of preferential shares,
the right of the Hungarian State to delegate board members, limitations on the remuneration of the senior
officers of the credit institution until the ownership of the Hungarian State ceases and the detailed rules on
exercising the put option and the call option by the respective parties (as indicated below). The dividend
preference share(s): (A) entitle the Hungarian State to a priority payment of dividend vis-a-vis other
shareholders and in higher amount, (B) are non-voting, (C) include a call option for the credit institution, and
(D) include a put option for the Hungarian State towards the credit institution after five years from the issue
date of those shares. The Hungarian State cannot otherwise sell these shares. The voting preference share with
special veto right may only be issued to the Hungarian State. It does not entitle the holder to dividends, but it
provides for a veto right at the shareholders’ meeting with respect to resolutions: (I) on the payment of dividends,
(IT) which are subject to the approval of the majority of holders of the voting preference share class(es) and (III)
which may only be passed with 75 per cent. majority vote. Veto rights may not be exercised against certain
types of resolutions detailed in the Financial Stabilisation Act.
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Special bank tax

Legislative measures, aimed at enhancing financial stability, imposed a special extra tax levied on certain
financial institutions, including credit institutions (the “Extra Tax”). Although the original intention was to
introduce the Extra Tax for a temporary period between 2010-2012, the tax has become a permanent additional
charge for financial institutions. In the case of credit institutions the tax base is the adjusted balance sheet total
according to IFRS or to Hungarian accounting rules of the second financial year prior to the actual tax year (the
“Tax Base”). The Extra Tax is currently levied at 0.15 per cent. of the Tax Base up to HUF 50 billion, whilst a
0.2 per cent. tax rate applies to that part of the Tax Base which exceeds HUF 50 billion.

Transaction duty on the payment services sector

A transaction duty (the “Payment Transaction Duty”), a form of special banking tax in all but name, applies
to most payment transactions (e.g. transfers, direct debits, most card payments, money remittances, cash
withdrawals from payment account, letters of credit, cheque remittances, currency exchange, repayment of
loans etc.) with certain exceptions, such as transfers between the payment accounts of an account holder
managed by the same payment service provider (including credit institutions), interbank payments (payments
through a payment service provider from a payment account held by another payment service provider, financial
institution, investment firm, investment fund or investment fund manager). As of 1 January 2019, in case of
transfers initiated by private individuals only the amount in excess of HUF 20,000 is subject to Payment
Transaction Duty. The charging of fees and commissions by financial service providers is also subject to
Payment Transaction Duty.

The Payment Transaction Duty is, in most cases, payable by the payor’s relevant payment service provider (in
the case of letters of credit, the Payment Transaction Duty is imposed on the issuing bank, in the case of money
remittances, it is payable by the payment service provider used and, as to cheque remittances, by the issuer’s
relevant payment service provider). The general tax rate is 0.3 per cent. of the amount by which the payment
account of the paying party is charged with the maximum of HUF 6,000 payable per transaction. For cash
withdrawals an increased rate of 0.6 per cent. applies without an upper cap. With respect to payments by card,
a flat rate of HUF 800 (HUF 500 for contactless cards) applies per card and per annum. Based on the statement
of the Hungarian Ministry of Finance, the Hungarian government expects to collect HUF 228,000,000,000
(approx. EUR 709 million) as Payment Transaction Duty in 2019.

Limitations in respect of foreign currency credits

The extensive foreign currency mortgage lending, which was prevalent in the years preceding the global
financial crisis, has led to large stocks of foreign currency denominated loans to borrowers without matching
foreign currency income. The global financial crisis and the consequential significant depreciation of HUF
against foreign currencies (especially in respect of the Swiss Franc) in the period of the global financial crisis
have led to materially heavier and excessive debt servicing burdens on the part of households on foreign
currency denominated residential mortgage loans, which, in turn, has resulted in increased delinquency rates
on such loans, particularly in respect of those denominated in Swiss Francs.

A law introduced certain restrictions on the conversion rates that may be applied by financial institutions in
relation to housing loans granted to, and housing financial lease agreements concluded with, consumers, where
such loans or the financing provided under such financial lease agreements are accounted, or have been
disbursed, in a foreign currency with repayments denominated, and to be fulfilled, in HUF.

An additional law imposed further limitations on the manner in which costs of credit may be charged to
borrowers in relation to foreign currency denominated loans granted to consumers and to be serviced in HUF.

The transitional statutory ban on foreign currency denominated retail mortgage lending was lifted with effect
from 1 July 2011; nevertheless, foreign currency denominated mortgage lending is still subject to strict
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conditions and is limited to lending to those borrowers whose income is denominated in the currency of the
respective loan and reaches at least 15 times the mandatory minimum monthly wage.

In addition, legislation introduced, inter alia, an early repayment scheme in respect of mortgage loans and
housing financial lease agreements that were secured by real estate located in Hungary, which were granted to
consumers and denominated in, or linked to, Swiss Francs, EUR or JPY irrespective of whether the relevant
loan was to be serviced in HUF or in the currency in which it is denominated.

Mortgage relief programme

The blanket ban on foreign currency mortgage lending and the statutory moratorium on evictions and
enforcement sales outside court enforcement have been replaced by a comprehensive package of measures,
which aimed to alleviate increased borrower default on foreign currency denominated residential mortgage
loans in a more sustainable manner and to mitigate significant potential distortions in the real estate market,
which could have resulted from a large number of simultaneous enforcement actions following the expiry of
the statutory moratorium on evictions and enforcement sales outside court enforcement.

Fixed exchange rates for regular repayments on covered foreign currency mortgage loans

Under the scheme (the “Scheme”), regular repayments on retail mortgage loans (a) that were (i) denominated
in EUR, CHF or JPY, (ii) to be repaid in HUF, and (iii) covered by a mortgage interest in residential real estate
situated in the territory of Hungary, and (b) whose principal amount did not exceed HUF 20 million as calculated
at the exchange rate applied for the relevant currency at the time of disbursement (the “Covered Mortgage
Loans”) were, at the option of the relevant borrowers, be calculated at fixed exchange rates set by statute,
provided that the relevant borrowers (the “Eligible Borrowers”) satisfied the eligibility criteria for participating
in the Scheme. The Scheme was available to Eligible Borrowers until 30 June 2017. Following the expiry of
the Scheme, the exchange rates, at which repayments on Covered Mortgage Loans were calculated, switched
back to market rates.

The statutory fixed exchange rate was set at (a) HUF 180 to the CHF in the case of CHF denominated Covered
Mortgage Loans, (b) HUF 250 to the EUR in respect of EUR-denominated Covered Mortgage Loans, and (iii)
HUF 250 per JPY 100 for Covered Mortgage Loans denominated in JPY.

Regime for foreclosure proceedings

Various measures were implemented following 2011 with the aim at assisting masses of distressed borrowers
and mitigating the material adverse effects, resulting primarily from the significant volatility of the HUF, on the
residential mortgage market by including a statutory blanket moratorium on evictions and forced sales outside
court enforcement in respect of properties where the relevant obligor had his habitual residence. Currently a
general moratorium applies in each year in the period between 15 November and 30 April, during which no
court enforcement or non-judicial forced sales may be initiated in respect of residential properties.

National Asset Manager

Act CLXX 0f 2011 on Ensuring Housing for Those Unable to Fulfil their Obligations under Credit Agreements
(the “Housing Ensuring Act”) has established a national asset management body (the “National Asset
Manager”), which operates a mortgage buy-out programme and social housing scheme (the “Buy-out
Programme”) to support distressed borrowers (who are more than 180 days late on their repayments on their
mortgage loans in an amount that exceeds twice the mandatory minimum monthly wage) or mortgagors (if
different) with non-performing housing mortgages who face eviction.

Subject to certain conditions, the National Asset Manager may purchase mortgaged residential properties
provided that the underlying borrower or, as the case may be, mortgagor is eligible for the benefits available
under the Buy-out Programme and each mortgagee creditor, which is a financial institution and has a mortgage
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interest in the relevant mortgaged property, has (a) consented to the relevant transaction, and (b) waived all of
its claims under the underlying mortgage loan which exceed the proceeds that it receives under the Buy-out
Programme from the relevant transaction. The National Asset Manager will purchase only those mortgaged
residential properties (i) in which a mortgagee creditor, which is a financial institution, acquired a mortgage
interest before 31 December 2013, (ii) whose market value did not exceed at the time of the origination of the
underlying mortgage loan (with the highest ranking mortgage interest, if there is more than one underlying
mortgage loan) HUF 25 million, if situated in the capital and towns with county status (“megyei jogu varos™)
and HUF 20 million, if located elsewhere in Hungary, (iii) where the loan-to-value ratio reached at least 25 per
cent., but did not exceed 90 per cent. (or 100 per cent. if the underlying borrower’s own funds came from
government support) at the time of origination, (iv) in which the underlying borrower or, as the case may be,
mortgagor has continuously had his habitual residence since 31 December 2014, and (v) which constitute the
sole coverage for the underlying mortgage loan(s).

Purchases by the National Asset Manager are subject to monthly and annual caps and allocation rules specified
in a legislative order of the Government and may be made only if there is a cooperation agreement in effect
between the National Asset Manager and the relevant financial institution in relation to such purchases.

Upon request by the underlying borrower (jointly with the mortgagor, if different) and if the conditions therefore
are met, the National Asset Manager will purchase the relevant mortgaged residential property for a price set at
47 per cent. of the market value of the relevant mortgaged property established at the time of the origination of
the underlying mortgage loan (with the highest ranking mortgage interest, if there is more than one underlying
mortgage loan) in the case of mortgaged residential properties situated in the capital and urban counties, at 43
per cent. in respect of mortgaged residential properties located in other towns and at 29 per cent. if situated
elsewhere.

In order for the underlying borrowers or, as the case may be, mortgagors to be eligible for participation in the
Buy-out Programme, they must (a) be natural persons (i.e. retail borrowers), (b) meet certain status requirements
(such as Hungarian citizenship or registered Hungarian place of residence in the case of EU citizens with the
right to free movement and residence, etc), (c) be covered by certain social benefits, and (d) not have an interest
(e.g. ownership, leasehold, etc) in another property that would provide adequate accommodation to them and
their household.

The properties so purchased by the National Asset Manager will be leased back to the underlying borrowers
who will have a right of option to repurchase such properties.

Redenomination of certain overdue foreign currency mortgage loans

In 2012 the Parliament also approved a redenomination scheme in respect of retail mortgage loans (a) which (i)
were denominated in EUR, CHF or JPY and to be serviced in HUF, and (ii) have been in arrears for over 90
days since 30 September 2011 in excess of the mandatory monthly minimum net wage as of 30 September 2011,
and (b) where the total market value of the underlying mortgaged property did not exceed HUF 20 million
(approximately EUR 62 thousand) at the time when the mortgage loan agreement was concluded. The
provisions on this redenomination scheme applies mutatis mutandis also to retail residential loans. Financial
institutions, which were deemed to be creditors under such loans, were required to redenominate such loans
into HUF by 31 August 2012 at an exchange rate specified by statute and to waive 25 per cent. of their claims
from those loans after such redenomination.

Funding for Growth Scheme

In the period between 2013 and 2017, the MNB applied a programme to facilitate and enhance the lending
activities of commercial banks to SMEs and to stimulate the growth of the Hungarian economy. During the
lifetime of the programme, the MNB granted 0 per cent. refinancing loans to commercial banks who then in
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turn provided fixed interest rate, long term loans to qualifying SMEs for a margin not exceeding 2.5 per cent.
The programme was implemented in three phases, whereby in the initial phase the loans were provided to
stimulate the lending activities and to refinance the foreign currency denominated loans of the SMEs and in the
subsequent phases the loans were provided to finance the new investments of the SMEs. A significant number
of such loans is outstanding on the Hungarian financial markets.

Following the successful period of the program between 2013 and 2018, the MNB introduced another credit
growth program (similar to the above construction, but only loans with a maturity of at least 3 years may be
granted for investment purposes) in 2018 in order to increase the numbers of the long term and fixed rates loans
and to further stimulate the growth of the Hungarian lending economy. With the new programme, the MNB
does not aim to increase the amount of liquidity in the banking system but to change the credit structure in the
SME lending platform.

Recently the MNB announced the start from 1 July 2019 of a programme (Bond Funding for Growth Scheme)
which intends to incentivise Hungarian corporations to issue corporate bonds (i.e. instead of taking on bank
loans). The programme aims to develop the Hungarian capital markets as well as fund viable growth projects
of Hungarian enterprises. The MNB would, through an SPV it is understood, purchase corporate bonds up to
an aggregate maximum of HUF 300,000,000,000 (0.7 per cent. of the GDP) which are eligible under an
announced criteria.

Integration of the co-operative credit institutions

Recently significant changes have started in the sector of the Hungarian co-operative credit institutions. Due to
organic growth and the recent challenges from the banking industry generally, but also partly on the basis of
explicit support from the Hungarian Government, a process of integrating the various small co-operative credit
institutions was initiated. Such process involves the central bank of the co-operative credit institutions and state-
owned other financial institutions as well. As at the date of the Prospectus, it is planned that all the cooperative
entities and their central bank will be integrated into one single banking conglomerate by 2020 with the aim to
become a major participant in the Hungarian market; other state-owned banks may also join this alliance.
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TAXATION

The following summaries do not purport to be a comprehensive description of all tax considerations that could
be relevant for Holders. These summaries are intended as general information only and each prospective
Holder should consult a professional tax adviser with respect to the tax consequences of an investment in the
Notes. These summaries are based on tax legislation and published case law in force as of the date of this
document. They do not take into account any developments or amendments thereof after that date, whether or
not such developments or amendments have retroactive effect.

Hungary

The following is a general discussion of certain Hungarian tax consequences relating to the acquisition and
ownership of Notes. It does not purport to be a comprehensive description of all tax considerations which
may be relevant to a decision to purchase Notes, and, in particular, does not consider any specific facts or
circumstances that may apply to a particular purchaser. It is based on laws currently in force in Hungary
and applicable on the date of this Prospectus, but subject to change, possibly with retrospective effect. The
acquisition of the Notes by non-Hungarian Holders, or the payment of interest under the Notes may trigger
additional tax payments in the country of residence of the Holder, which is not covered by this overview, but
where the provisions of the treaties on the avoidance of double taxation should be taken into consideration.
Prospective purchasers of Notes are advised to consult their own tax advisers as to the tax consequences of
the purchase, ownership and disposition of Notes, including the effect of any state or local taxes, under the
tax laws of Hungary and each country of which they are residents.

Withholding tax (foreign resident corporate Holders)

Interest on Notes paid to a foreign resident corporate Holder, who does not have a permanent establishment in
Hungary, by a resident legal entity or other persons and any capital gains realised by such foreign resident
Holders on the sale of the Notes is not subject to withholding tax in Hungary.

The tax liability of a foreign resident corporate Holder, which has a permanent establishment in Hungary is
limited, in general, to the income from business activities realised through its Hungarian permanent
establishment.

Taxation of Hungarian resident corporate Holders

Under Act LXXXI of 1996 on Corporate Tax and Dividend Tax (the “Corporation Tax Act”), Hungarian
resident taxpayers are subject to tax on their worldwide income. In general, resident taxpayers are entities
established under the laws of Hungary (i.e. having a Hungarian registered seat). Foreign persons having their
place of management in Hungary are also considered as Hungarian resident taxpayers.

In general, interest and capital gains realised by Hungarian resident corporate Holders on the Notes will be
taxable in the same way as the regular income of the Holders. The general corporation tax rate in Hungary is 9
per cent.

Pursuant to Act C of 1990 on Local Taxes (the “Local Taxes Act”), financial institutions, financial enterprises,
insurance companies and investment enterprises may be subject to local business tax on the basis of the proceeds
realised on the Notes.

Foreign Account Tax Compliance Act

Pursuant to certain provisions of the Internal Revenue Code of 1986, commonly known as FATCA, a “foreign
financial institution” may be required to withhold on certain payments it makes (“foreign passthru payments™)
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to persons that fail to meet certain certification, reporting, or related requirements. The Issuer may be a foreign
financial institution for these purposes. A number of jurisdictions (including Hungary) have entered into, or
have agreed in substance to, intergovernmental agreements with the United States to implement FATCA
(“IGAs”), which modify the way in which FATCA applies in their jurisdictions. Certain aspects of the
application of the FATCA provisions and IGAs to instruments such as the Notes, including whether withholding
would ever be required pursuant to FATCA or an IGA with respect to payments on instruments such as the
Notes, are uncertain and may be subject to change. Even if withholding would be required pursuant to FATCA
or an IGA with respect to payments on instruments such as the Notes, under proposed U.S. Treasury Regulations,
such withholding would not apply prior to the date that is two years after the date on which final regulations
defining “foreign passthru payments” are published in the U.S. Federal Register. In the preamble to the proposed
regulations, the U.S. Treasury Department indicated that taxpayers may rely on these proposed regulations until
the issuance of final regulations. Additionally, Notes characterised as debt (or which are not otherwise
characterised as equity and have a fixed term) for U.S. federal income tax purposes that are issued on or prior
to the date that is six months after the date on which final regulations defining “foreign passthru payments™ are
filed with the U.S. Federal Register generally would be “grandfathered” for purposes of FATCA withholding
unless materially modified after such date (including by reason of a substitution of the Issuer). However, if
additional notes (as described under “Terms and Conditions of the Notes—Further Issues”) that are not
distinguishable from previously issued Notes are issued after the expiration of the grandfathering period and
are subject to withholding under FATCA, then withholding agents may treat all Notes, including the Notes
offered prior to the expiration of the grandfathering period, as subject to withholding under FATCA. Holders
should consult their own tax advisors regarding how these rules may apply to their investment in the Notes. In
the event any withholding would be required pursuant to FATCA or an IGA with respect to payments on the
Notes, no person will be required to pay additional amounts as a result of the withholding.
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SUBSCRIPTION AND SALE

BNP Paribas, Citigroup Global Markets Limited and OTP Bank Nyrt. (the “Joint Lead Managers™) have,
pursuant to a Subscription Agreement (the “Subscription Agreement”) dated 11 July 2019, jointly and
severally agreed to subscribe or procure subscribers for the Notes at the issue price of 99.738 per cent. of their
principal amount less a combined management and underwriting commission, subject to the provisions of the
Subscription Agreement. The Issuer will also reimburse the Joint Lead Managers in respect of certain of their
expenses, and has agreed to indemnify the Joint Lead Managers against certain liabilities incurred in connection
with the issue of the Notes. The Subscription Agreement may be terminated in certain circumstances prior to
payment of the issue price to the Issuer.

Selling restrictions
United States

The Notes have not been and will not be registered under the Securities Act and, subject to certain exceptions,
may not be offered or sold within the United States. The Notes are being offered and sold outside of the United
States in reliance on Regulation S under the Securities Act.

In addition, until 40 days after the commencement of the offering of the Notes, an offer or sale of Notes within
the United States by any dealer (whether or not participating in the offering) may violate the registration
requirements of the Securities Act.

Prohibition of Sales to EEA Retail Investors

Each Joint Lead Manager has represented and agreed that it has not offered, sold or otherwise made available
and will not offer, sell other otherwise make available any Notes to any retail investor in the EEA. For the
purposes of this provision, the expression “retail investor” means a person who is one (or more) of the following:

(@)  aretail client as defined in point (11) of Article (4)1 of MiFID II; or

(b)  a customer within the meaning of the IDD, where that customer would not qualify as a professional
client as defined in point (10) of Article 4(1) of MiFID II.

United Kingdom
Each Joint Lead Manager has represented and agreed that:

(@) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section
21 of the Financial Services and Markets Act 2000 (the “FSMA”)) received by it in connection with the
issue or sale of the Notes in circumstances in which Section 21(1) of the FSMA does not apply to the
Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done
by it in relation to the Notes in, from or otherwise involving the United Kingdom.

Hungary

No approval of this Prospectus has been sought or obtained from the National Bank of Hungary in respect of
the Notes, its summary has not and will not be translated into Hungarian and the Notes will not be offered in
Hungary in a public offer in accordance with Act CXX of 2001 on the Capital Markets (the “Capital Markets
Act”). No application has been filed nor has any permission been obtained for accepting, nor has any other
arrangement for trading the Notes on any regulated market in Hungary been made. Accordingly, any person
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making or intending to make any offer of Notes within Hungary which are the subject of the placement
contemplated in this Prospectus should only do so in circumstances in which no obligation arises for the Issuer
or any of the Joint Lead Managers to have a prospectus for such offer approved by the National Bank of Hungary.
Further to the above, in the event the Notes are offered in a private placement in Hungary, the Joint Lead
Managers and the Issuer must comply with the private placement requirements of the Capital Markets Act, in
particular, within 15 calendar days following the closure of the placement procedure, the Issuer has agreed that
it will submit a notification to the National Bank of Hungary on the private placement.

Italy

The offering of the Notes has not been registered with the Commissione Nazionale per le Societa e la Borsa
(“CONSOB”) pursuant to Italian securities legislation and, accordingly, no Notes may be offered, sold or
delivered, nor may copies of this Prospectus or of any other document relating to any Notes be distributed in
Italy, except, in accordance with any Italian securities, tax and other applicable laws and regulations.

Each Joint Lead Manager has represented and agreed that it has not offered, sold or delivered, and will not offer,
sell or deliver any Notes or distribute any copy of this Prospectus or any other document relating to the Notes
in Italy except:

(a) to qualified investors (investitori qualificati), as defined pursuant to Article 100 of Legislative Decree no.
58 of 24 February 1998 (the “Financial Services Act”) and Article 34-ter, paragraph 1, letter (b) of
CONSOB regulation No. 11971 of 14 May 1999 (the “Issuers Regulation”), all as amended from time to
time; or

(b) in other circumstances which are exempted from the rules on public offerings pursuant to Article 100 of
the Financial Services Act and Issuers Regulation.

In any event, any offer, sale or delivery of the Notes or distribution of copies of this Prospectus or any other
document relating to the Notes in Italy under paragraphs (a) or (b) above must be:

Q) made by an investment firm, bank or financial intermediary permitted to conduct such activities in Italy
in accordance with the Financial Services Act, Legislative Decree no. 385 of 1 September 1993 (the
“Banking Act”) and CONSOB Regulation no. 20307 of 15 February 2018, all as amended from time to
time;

(if)  in compliance with Article 129 of the Banking Act, as amended from time to time, and the implementing
guidelines of the Bank of Italy, as amended from time to time; and

(iii)  in compliance with any other applicable laws and regulations, including any limitation or requirement
which may be imposed from time to time by CONSOB or the Bank of Italy or other competent authority.

General

No action has been taken by the Issuer or the Joint Lead Managers that would, or is intended to, permit a public
offer of the Notes in any country or jurisdiction where any such action for that purpose is required. Accordingly,
the Joint Lead Managers have undertaken that they will not, directly or indirectly, offer or sell any Notes or
distribute or publish any offering circular, prospectus, form of application, advertisement or other document or
information in any country or jurisdiction except under circumstances that will, to the best of their knowledge
and belief, result in compliance with any applicable laws and regulations and all offers and sales of Notes by it
will be made on the same terms.
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GENERAL INFORMATION

Authorisation

The issue of the Notes was duly authorised by a resolution of the Asset Liability Committee of the Issuer passed
on 26 June 2019.

Listing

Application has been made to the Luxembourg Stock Exchange for the Notes to be admitted to the Official List
of the Luxembourg Stock Exchange and to be admitted to trading on the regulated market of the Luxembourg
Stock Exchange. The regulated market of the Luxembourg Stock Exchange is a regulated market for the
purposes of MiFID II.

The Issuer estimated expenses relating to admission to trading to be €5,000.

Indication of Yield

Based upon the issue price of 99.738 per cent., the yield of the Notes for the period from (and including) the
Issue Date to (but excluding) the Reset Date, is 2.932 per cent. per annum, payable on an annual basis. The
yield is calculated as at the Issue Date and is not an indication of future yield.

Clearing systems

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg. The ISIN for
this issue is XS2022388586 and the Common Code is 202238858.

The Classification of Financial Instrument (CFI) code (DBFXFR) and the Financial Instrument Short Name
(FISN) (OTP BANK NYRT/EUR NT 22001231) code are each as set out on the website of the Association of
National Number Agencies (ANNA).

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert II, B-1210 Brussels and the
address of Clearstream, Luxembourg is Clearstream Banking S.A., 42 Avenue JF Kennedy, L-1855
Luxembourg.

No significant change and no material adverse change

There has been no significant change in the financial or trading position of the Issuer or the OTP Group since
31 December 2018, and no material adverse change in the financial position or prospects of the Issuer or the
OTP Group since 31 December 2018.

Litigation

Neither the Issuer nor any other member of the OTP Group is, or has been, involved in any governmental, legal
or arbitration proceedings (including any such proceedings which are pending or threatened of which the Issuer
is aware) in the 12 months preceding the date of this Prospectus which may have or have in such period had a
significant effect on the financial position or profitability of the Issuer or the OTP Group.
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Auditors

The auditors of the Issuer and the OTP Group are Deloitte Auditing and Consulting Ltd. (000083; D6zsa Gyorgy
u. 84/C, 1068, Budapest, Hungary), who have audited the Issuer’s consolidated and separate financial
statements, which have been prepared in accordance with International Financial Reporting Standards (as
adopted by the European Union) for each of the years ended 31 December 2018 and 2017, respectively. The
auditors of the Issuer have no material interest in the Issuer. Deloitte Auditing and Consulting Ltd. are members
of the Chamber of Hungarian Auditors.

Documents available

Physical copies of the following documents will be available from the date hereof and for so long as the Notes
remain outstanding at the registered office of the Issuer and at the specified office of the Fiscal Agent during
normal business hours on any weekday:

(@)  the Fiscal Agency Agreement (which includes the form of the Global Certificate) and the Deed of
Covenant;

(b)  the Articles of Association of the Issuer;

(c)  the audited accounts of the Issuer for the financial years ended 31 December 2017 and 31 December
2018 and the Q1 Interim Financial Statements; and

(d) acopy of this Prospectus together with any supplement to this Prospectus or further Prospectus.

This Prospectus will be published on the website of the Luxembourg Stock Exchange (www.bourse.lu).

Language of this Prospectus

The language of this Prospectus is English. Certain legislative references and technical terms have been cited
in their original language in order that the correct technical meaning may be ascribed to them under applicable
law.

Conflicts of Interest

The Joint Lead Managers and their respective affiliates have engaged, and may in the future engage, in
investment banking and/or commercial banking transactions with, and may perform services to the Issuer and
its affiliates in the ordinary course of business. In the ordinary course of their business activities, the Joint Lead
Managers and their respective affiliates may make or hold a broad array of investments and actively trade debt
and equity securities (or related derivative securities) and financial instruments (including bank loans) for their
own account and for the accounts of their customers. Such investments and securities activities may involve
securities and/or instruments of the Issuer and its affiliates. Where the Joint Lead Managers or their respective
affiliates have a lending relationship with the Issuer and/or its affiliates they may routinely hedge their credit
exposure to those entities consistent with their customary risk management policies. Typically, the Joint Lead
Managers and their respective affiliates would hedge such exposure by entering into transactions which consist
of either the purchase of credit default swaps or the creation of short positions in securities, including potentially
the Notes. Any such short positions could adversely affect future trading prices of the Notes. The Joint Lead
Managers and their respective affiliates may also make investment recommendations and/or publish or express
independent research views in respect of such securities or financial instruments and may hold, or recommend
to clients that they acquire, long and/or short positions in such securities and instruments.
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OTP BANK PLC.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018
(in HUF mn)

Note 2018 2017

Cash, amounts due from banks and balances

with the National Banks 4. 1,547,272 1,198,045
Placements with other banks, net of loss allowance

for placements 5. 420,606 462,180
Financial assets at fair value through profit or loss 6. 181,356 344,417
Securities at fair value through other

comprehensive income 7. 1,883,849 2,174,718
Loans at amortized cost and at fair value 8. 8,066,593 6,987,834
Associates and other investments 9. 17,591 12,269
Securities at amortized cost 10. 1,740,520 1,310,331
Property and equipment 11. 253,773 237,321
Intangible assets and goodwill 11. 166,711 176,069
Investment properties 12. 38,115 35,385
Derivative financial assets

designated as hedge accounting 13. 15,201 10,277
Deferred tax assets 13. 20,769 29,419
Other assets 13. 237.932 211.963
TOTAL ASSETS 14,590,288 13,190,228
Amounts due to banks, the Hungarian

Government, deposits from the National Banks

and other banks 14. 392,706 472,068
Deposits from customers 15. 11,285,085 10,233,471
Liabilities from issued securities 16. 417,966 250,320
Derivative financial liabilities held for trading 17. 73,316 69,874
Derivative financial liabilities

designated as hedge accounting 18. 7,407 17,199
Deferred tax liabilities 18. 6,865 9,271
Other liabilities 18. 498,857 421,942
Subordinated bonds and loans 19. 81.429 76.028
TOTAL LIABILITIES 12,763,631 11,550,173
Share capital 20. 28,000 28,000
Retained earnings and reserves 21. 1,864,204 1,671,879
Treasury shares 22. (67,999) (63,289)
Non-controlling interest 23. 2452 3.465
TOTAL SHAREHOLDERS' EQUITY 1,826,657 1,640,055
TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY 14,590,288 13,190,228

Budapest, 8 March 2019

Dr. Sandor Csanyi
Chairman and Chief Executive Officer

The accompanying notes to consolidated financial statements on pages 8 to 114 form an integral part of these Consolidated 2
Financial Statements prepared in accordance with International Financial Reporting Standards.



OTP BANK PLC.
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2018

(in HUF mn)
Note 2018 2017
Interest Income:

Loans 576,053 521,121
Placements with other banks 72,401 42,686

Amounts due from banks and balances with the
National Banks 421 1,444

Securities at fair value through

other comprehensive income 37,912 34,442
Securities at amortized cost 59,899 56,343
Other 11,272 10,479
Total Interest Income 757,958 666,515

Interest Expense:
Amounts due to banks, the Hungarian Government,

deposits from the National Banks and other banks (47,979) (46,475)
Deposits from customers (69,387) (50,995)
Liabilities from issued securities (6,343) (5,727)
Subordinated bonds and loans (2,169) (2,259)
Other (7,357) (7.303)

Total Interest Expense (133,235) (112,759)
NET INTEREST INCOME 624,723 553,756
Loss allowance on loans and placements 8.,24. (39,287) (40,848)
NET INTEREST INCOME AFTER LOSS ALLOWANCE
ON LOANS AND PLACEMENTS 585,436 512,908
Income from fees and commissions 25. 338,081 315,606
Expense from fees and commissions 25. (60,405) (54,413)
Net profit from fees and commissions 277,676 261,193
Foreign exchange gains, net 40,615 21,870
Gains on securities, net 1,345 7,930
Gains on financial assets /liabilities measured at fair value

through profit or loss 597 -

Dividend income 5,736 4,152

Release of loss allowance on securities
at fair value through other comprehensive income and

on securities at amortized cost 608 10
Other operating income 26. 39,422 65,469
Other operating expense 26. (25,995) (51,240)

Net operating gain 62,328 48,191
Personnel expenses 26. (251,041) (213,886)
Depreciation and amortization 11. (51,475) (48,988)
Goodwill impairment 11. (5,962) (504)
Other administrative expenses 26. (264,803) (236,072)
Other administrative expenses (573,281) (499,450)

PROFIT BEFORE INCOME TAX 352,159 322,842

Income tax expense 27. (33.837) (41,503)

NET PROFIT FOR THE PERIOD 318,322 281,339

From this, attributable to:

Non-controlling interest 89 197
Owners of the company 318,233 281,142

Consolidated earnings per share (in HUF)

Basic 37. 1215 1,074
Diluted 37. 1,215 1,074

The accompanying notes to consolidated financial statements on pages 8 to 114 form an integral part of these Consolidated 3
Financial Statements prepared in accordance with International Financial Reporting Standards.
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OTP BANK PLC.

CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

(in HUF mn)

NET PROFIT FOR THE PERIOD

Items that may be reclassified subsequently
to profit or loss:

Fair value adjustment of securities at fair value
through other comprehensive income

Derivative financial instruments designated as cash
flow hedge

Net investment hedge in foreign operations

Foreign currency translation difference
Items that will not be reclassified subsequently to
profit or loss:
Fair value changes of equity instruments at fair value
through other comprehensive income
Change of actuarial costs related to
employee benefits

Subtotal
NET COMPREHENSIVE INCOME

From this, attributable to:
Non-controlling interest
Owners of the company

2018

318,322

(29,460)
©)

(3,253)
10,007

9,137

(65)

2017

281,339

15,677

155
(20,535)

241

—
~
w

)
N
=}
)
N
N

The accompanying notes to consolidated financial statements on pages 8 to 114 form an integral part of these Consolidated

Financial Statements prepared in accordance with International Financial Reporting Standards.
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OTP BANK

PLC.

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018 (in HUF mn)

Note Share Capital Share-based Retained earnings and Option Treasury Total attributable to  Non-controlling Total
capital reserve payment reserve other reserves' reserve shares shareholders’ interest
Balance as at 1 January 2017 28,000 52 28,237 1,476,657 (55,468) (60,121) 1,417,357 3.292 1,420,649
Net profit for the period - - 281,142 - - 281,142 197 281,339
Other Comprehensive Income - - - (4,920) - - (4,920) (24) (4,944)
Total comprehensive income - - - 276,222 - - 276,222 173 276,395
Share-based payment 3L - - 3,598 - - - 3,598 - 3,598
Dividend for the year 2016 - - - (53,200) - - (53,200) - (53,200)
Sale of Treasury shares 22. - - - - - 10,342 10,342 - 10,342
Treasury shares — loss on sale - - - (2,839) - - (2,839) - (2,839)
Treasury shares — acquisition 22. - - - - - (13,510) (13,510) - (13,510)
Payments to ICES holders 21. - - - (1,380) - - (1,380) - (1,380)
Balance as at 31 December 2017 28,000 52 31,835 1,695,460 (55,468) (63,289) 1,636,590 3,465 1,640,055
Effect of transition due to IFRS 9
application - - - (51.475) - - (51.475) 127 (51,602)
Balance as at 1 January 2018 28,000 52 31,83