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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of MKB Bank Nyrt.
Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of MKB Bank Nyrt. and its subsidiaries (the
,,Group”) for the year 2020 which comprise the consolidated statement of financial position as at December
31, 2020 — which shows a total assets of mn HUF 2,781,607 —, and the related consolidated statement of
recognized income, consolidated statement of comprehensive income — which shows a net profit for the
year of mn HUF 8,423 —, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended and notes to the consolidated financial statements including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at December 31, 2020 and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards as adopted by the European Union (the ,,EU IFRS”), and the consolidated
financial statements were prepared in all material respects in accordance with the provisions of the effective
Hungarian Act C of 2000 on Accounting (the ,,Accounting Act”) relevant to the entities preparing
consolidated financial statements in accordance with EU IFRS.

Basis for Opinion

We conducted our audit in accordance with the Hungarian National Standards on Auditing and the effective
Hungarian laws and other regulations on audits. Our responsibilities under these standards are further
described in the "The Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements"
section of our report.

We are independent of the Group in compliance with the relevant effective Hungarian regulations and the
“Rules of conduct (ethical rules) of the auditor profession and the disciplinary process” of the Chamber of
Hungarian Auditors and, in respect of matters not regulated therein, the Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics Standards
Board for Accountants (the IESBA Code) and we have fulfilled our other ethical responsibilities in
accordance with the same ethical requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the

1



context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Key audit matter

Related audit procedures

Impairment of the loan receivables

(See Sections 11. of the Notes to the
Financial Statements for the details)

The net value of loans to customers in an
amount of HUF 1,113,962 million comprise
40.5% of the total assets (gross book value
of HUF 1,158,983 million of loans measured
at amortized cost), and the relevant
impairment balance at the end of the current
year was HUF 45,959 million.

The determination of impairment of loans
requires  application of professional
judgement and use of subjective
assumptions by management. The most
significant assumptions applied in the
provisioning calculation are the followings:

- actual model parameters
- valuation of collaterals;
- estimated time to realize the collaterals;

- estimates of future cash-flows expected to
be realized.

The COVID-19 pandemic has resulted in an
increase in the uncertainty of assumptions
underlying the economic outlook. This
combined with varying government
responses, has raised the complexity of
assessing and monitoring customers'
financial health, necessitating an elevated
level of judgement required by the Bank in
calculating the ECL.

Based on the significance of the above
described circumstances the calculation of
impairment of loans was identified as a key
audit matter.

The relevant audit procedures performed by us included
the following:

- evaluating internal controls relating to monitoring of
loans and calculating and recording of impairment;

- evaluating specific loan impairments by selecting a
random sample based on risk profiles, and for the
individually impaired loans the review of consideration
and valuation of collaterals and estimates of expected
future cash-flows;

- evaluating the appropriateness of collective
provisioning models, and review of the assumptions,
management estimates and parameters applied,
including comparison with historical data, and
recalculation of the impairment charge with the
involvement of our experts;

- reviewing subsequent events (sold receivables), and
analyzing of the possible effect on the year audited;

- evaluating the impairment triggers related to the non-
impaired portfolio.

- assessing the requirement for additional allowances
considering the Bank’s ECL model, particularly in light
of the extraordinary volatility in economic scenarios
caused by the current COVID-19 pandemic and
government responses.




Other Information: The Consolidated Business Report and the Corporate Governance Report

Other information comprises the information included in the Corporate Governance Report and the
consolidated business report of the Group for 2020, but does not include the consolidated financial
statements and our auditor’s report thereon. Management is responsible for the other information and for
the preparation of the consolidated business report in accordance with the relevant provisions of the
Accounting Act and other regulations. Our opinion on the consolidated financial statements provided in the
section of our independent auditor’s report entitled "Opinion” does not apply to the other information.

Our responsibility in connection with our audit of the consolidated financial statements is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

Furthermore, in accordance with the Accounting Act, our responsibilities regarding the consolidated
business report also include reviewing the consolidated business report to assess whether the consolidated
business report was prepared in accordance with the relevant provisions of the Accounting Act and other
regulations, if any, including the assessment whether the consolidated business report complies with the
requirements of Section 95/B. (2) €) and f) of the Accounting Act, and to express an opinion on the above
and on whether the consolidated business report is consistent with the consolidated financial statements.
Furthermore, in accordance with the Accounting Act we shall make a statement whether the information
referred to in Section 95/B. (2) a)-d), g) and h) has been provided in the consolidated business report.

In our opinion, the consolidated business report of the Group for 2020 corresponds to the consolidated
financial statements of the Group for 2020 and the relevant provisions of the Accounting Act in all material
respects. The information referred to in Section 95/B. (2) a)-d), g) and h) of the Accounting Act has been
provided.

As the Group is not subject to additional requirements under any other regulation in connection with the
consolidated business report, we have not formulated an opinion on this matter.

In addition to the above, based on the information obtained about the Group and its environment, we must
report on whether we became aware of any material misstatements in the other information and, if so, on
the nature of such material misstatements. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with the International Financial Reporting Standards as adopted by the European Union, and
for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.
g P g p porting p



The auditor’s responsibilities for the audit of the consolidated financial statements
P

Our objectives during the audit are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue, on
the basis of the above, an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with the Hungarian National
Standards on Auditing and the effective Hungarian laws and other regulations on audits will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error, and they are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with the Hungarian National Standards on Auditing and the effective
Hungarian laws and other regulations on audits, we exercise professional judgment and maintain
professional scepticism throughout the audit.

We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in the auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify the opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in the Group's
internal control that we identify during the audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
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matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

In compliance with Article 10 (2) of Regulation (EU) No. 537/2014 of the European Parliament and the
Council, we provide the following information in our independent auditor’s report, which is required in
addition to the requirements of International Standards on Auditing:

Appointment of the Auditor and the Period of Engagement
We were appointed as the auditors of the MKB Bank Nyrt. by the General Meeting of Shareholders on 17
April 2020 and our uninterrupted engagement has lasted for 9 years.

Consistence with the Additional Report to the Audit Committee

We confirm that our audit opinion on the consolidated financial statements expressed herein is consistent
with the additional report to the Audit Committee of the MKB Bank Nyrt., which we issued on 30 March
2021 in accordance with Article 11 of Regulation (EU) No. 537/2014 of the European Parliament and the
Council.

Provision of Non-audit Services

We declare that no prohibited non-audit services referred to in Article 5 (1) of Regulation (EU) No.
537/2014 of the European Parliament and the Council were provided by us to the Group. In addition, there
are no other non-audit services which were provided by us to the MKB Bank Nyrt. and and its controlled
undertakings and which have not been disclosed in the consolidated business report.

The engagement partners on the audit resulting in this independent auditor’s report are the signatories of
the report.

Budapest, 30 March 2021

Madi-Szabé Zoltin

Delditte Auditing and Consulting Ltd. Statutory registered auditor
1068 Budapest, Dozsa Gyorgy ut 84/C. Registration number: 003247
Registration number: 000083
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MKB Bank Nyrt.
Consolidated Statement of Financial Position as at 31 December 2020

Note 31 December 2020 31 December 2019

Assets
Cash and cash equivalents 7 294 183 55388
Loans and advances to banks 8 83 558 62 392
Derivative fmancial assets 9 23 262 18 193
Securities 10 1174 027 600 894
Loans and advances to customers 11 1113962 930 313
Non-current assets held for sale and discontinued operations 38 1533 4075
Other assets 12 17 146 15176
Current income tax assets 1 468 539
Deferred tax assets 23 6979 8 008
Investments in jointly controlled entities and associates 13 7295 5911
Intangibles, property and equipment 14 58 194 58 907
Total assets 2781 607 1 759 796
Liabilities
Amounts due to other banks 15 575097 195 810
Deposits and current accounts 16 1 862 261 1226 529
Derivate financial liabilities 17 35 406 44 263
Other liabilities and provisions 8 18 54249 55222
Current income tax liabilities 3 3
Deferred tax liabilities 23 88 126
Subordmated debt 20 44724 39 381
Total liabilities 2571 828 1561 334
Equity
Share capital 21 100 000 100 000
Treasury shares = (35)
Reserves 22 109 779 98 462
Total equity attributable to shareholders of the Bank 209 779 198 427
Non-controlling interests 22 - 35
Total equity 209 779 198 462

Total liabilities and equity 2 781 607 1759 796

Budapest, 30 March 2021

5l
Jénmok

Deputy Chief Executive Officer
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MKB Bank Nyrt.
Consolidated Statement of Profit or Loss and Other Comprehensive Income for the
year ended 31 December 2020

Note 2020 2019
Statement of profit or loss
Interest and similar to interest income 24 54 308 59 217
Interest expense 25 24 668 18 420
Netinterest income 29 640 40 797
Net income from commissions and fees 26 23 568 27316
Other operating income / (expense), net 27 6071 10 108
Impairment / (Reversal) and provision for losses 28 7 968 (5 350)
Operating expense 29 45 042 43 240
Share of jointly controlled and associated companies' profit 2949 3037

Profit be fore taxation 0 2 43 368

Income tax (income) / expense 30 795 (780)

PROFIT FOR THE YEAR

Other comprehensive income
Items that may be reclassified subsequently to profit or loss

Revaluation on financial assets measured at FVTOCI 10 3187 (3 281)

Other comprehensive income for the year net of tax

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 11610 40 867

Profit / (Loss) attributable to:
Shareholders of the bank 8 423 44 148
Non-controlling interests = -

Total compre hensive income attributable to:
Shareholders of the bank 11 610 40 867
Non-controlling interests 2 “

Net income available to ordinary shareholders 8423 44 148
Average number of ordinary shares outstanding (thousands) 100 000 99 906
Earnings per Ordinary Share (in HUF) 32
Basic 84 442
Diluted 84 442

Budapest, 30 March 2021
/

Jan OMK

Deputy Chief Executive Officer
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MKB Bank Nyrt.
Consolidated Statement of Changes in Equity for the year ended 31 December 2020

Ireasury
shares preminm

At 1 January 2019 100 000 (1 987) 21729 39 709
Dividend 2 z i X (4 665) - = (4 665)
Profit for the year - - - - 44 148 - - 44 148
Other comprehensive meome for the year - - - . - (3 281) - (3 281)
Equity settled share-based payments - - - (194) 194 - = -
Disposal of treasury shares 1952 - 400 - (1952) 4094

At 31 December 2019 100 000 (6 747) 35 198 462
Profn for the year - n N i 8423 - . 8423
Other comprehensive mcome for the year - - - - - 3187 - 3187
Deconsobdation of subsidurnes - - - - (489) - - (489)

- 35 - - 196 - (35) 196

Disposal of treasury shares

209779

91 610 {3 So0)

At 31 December 2020 100 000

Budapest, 30 March 2021

Jano&'Nyemcsok
Deputy Chief Executive Officer
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MKB Bank Nyrt.
Consolidated Statement of Cash-Flows for the year ended 31 December 2020

Cash flows from operating activities

Profit/ (Loss) before taxation 9218 43 368

Adjustments for:
Depreciation, amortisation and impairment 14 4488 4075
Impairment / (Reversal of impairment) on other assets 12 (29) 1180
(Reversal of provisions for) / Recognise provisions on off-BS items and settlement for
customers 18, 31 312 (2 509)
Reversal of impairment on loans and advances 11 (389) (23739
Reversal of impairment on non-current assets held for sale 36 (6 372) (194)
Impairment on securities and associates 10,13 19 349
Other [FRS adjustment on securities 10 2716 (483)
Deferred tax movement 28 991 (2070)
Net interest ncome 24,25 (19760)  (40512)
Dividends from shares and other non-fixed income securities (26) (167)
Revaluation of issued securities 19 - (103)
Revaluation and other result on securities measured at FVTOCI Change in Equity 3187 (3281
Foreign Exchange movement 1279 977

Cash flows from operating activities (4366) (23109)
Change in loans and advances to banks 8 (21 186) 1213
Change in loans and advances to customers 11, 32, 33,35 (183240) (11 366)
Change in derivative assets 9 (5 069) (279)
Change in other assets 12 (1941) 5343
Change in amounts due to banks (short term) 15 4444 (32017)
Change in current and deposit accounts 16 635732  (145517)
Change in other liabilities and provisions (without provision charge of the year) 18 (1 285) 9 306
Change in derivative liabilities . 17 (8 857) 12 655
Interest received 24 57 660 60 497
Interest paid (37900) (19985
Income tax 28 (1724) 230

436634 (119 920)

Net cash (used in)/ generated ope rating activities 432 268 (143 029)

Cash flow from investing activities

Increase of reserves of group companies 13 (1357) (1657)
Disposals of group companies 13 40 103
Purchase and disposals of PPEs and intangible assets 14 (3775) (10 839)
Purchase of securities 10 (1048911) (750 421)
Disposals of securitics 10 473002 923187
Non-current assets held for sale and discontinued operations 36 8914 357
Net cash (used in)/ generated by investing activities (572 087) 160730
Cash flow from financing activities
Increase in issued securities 19 196 4214
Decrease in issued securities 19 - {4991)
Increase in subordinated liabilities 20 19 248 10 524
Decrease in subordinated liabilities 20 (15012) -
Change in amounts due to banks (Borrowings) 15 374 843 13 487
Dividends paid Change in Equity - (4 665)
Deconsolidation of subsidiaries Change in Equity (489) -
Net cash generated by financing activites 378 786 18 569
Net increase of cash and cash equivalents 238 967
Cash reserves at 1 January 55 388 19 240
FX change on cash reserve (172) (122)
Cash reserves at the end of period 294 183 55 388

Budapest, 30 March 2021

N/
Jénm

Deputy Chief Executive Officer
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Notes to the Financial Statements

(from page 8 to page 115)
1. General information

MKB Bank Nyrt. (former MKB Bank Zrt., hereinaftetMKB” or “MKB Bank” or “the
Bank”) is a commercial bank registered in Hungang operating under the effective laws
of Hungary, particularly under Act CCXXXVII of 2018n credit institutions and financial
enterprises.

The consolidated financial statements of the Gemupt and for the year ended 31 December
2020 comprise the Bank and its subsidiaries (tayetbferred to as the “MKB Group” or
“Group”). The Group provides its domestic non-fineh services through domestic non-
banking subsidiarie’s.

From 30 May 2019 MKB pursues its activity as a pulimited company, the shares of
MKB Bank were added to the product list of the Buelst Stock Exchange (hereinafter:
BSE), by which the shares of MKB were admittedn® BSE. On 30 May 2019 the type of
operation of the Bank changed and as of that ddtmctions as a public limited company.
The company name changed to MKB Bank Nyrt., effectrom 30 May 2019. The change
of form of operation and the related name change wagistered by the court of registration
on 30 May 2019. The first trading day of the oradynshares of MKB Bank admitted to BSE
was 17 June 2019 in the Standard category of thigyespction of BSE.

On 30 October 2020, the Bank has sold all of iered representing 33.33% ownership in
Magyar Bankholding Zrt. to its shareholders.

Magyar Bankholding Zrt. commenced its effective raien as a holding company on 15
December 2020, after the bank shares of the keymaof Budapest Bank Zrt., MKB Bank

Nyrt. and MTB Zrt. were transferred to the jointlding company in possession of the
approval of National Bank of Hungary (hereinafttiBH). The owners transferred their
shares to Magyar Bankholding Zrt. as a result #eosd largest banking group in Hungary
has been established, with the Hungarian State ngvB80.35% of the shares through
Corvinus Nemzetkdzi Befektetési Zrt., the previdirect owners of MKB acquiring 31.96%

of the shares and the previous direct owners of M€Buiring 37.69% of the shares. All

required approval has been obtained for these @samNp significant change is expected in
the strategy of the Bank.

Following the contribution, the financial holdingrapany will perform strategic decision-
making, prudential control and group managementtfans over the three banking groups,
as well as plan and manage the merger processyitiatises the operation of the banks. The
detailed merger plan and the business strategybeikstablished in 2021. Budapest Bank,
MKB Bank and MTB will preserve their individual lagstatus, and will operate as separate
brands until the merger. After the contributionkind the synergistic of the intercompany
transactions will be immediately utilize.

! For further information on consolidated subsidianplease se@te5.
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The shareholder structure of MKB Bank is the foilogvas of 31 December 2020:

11
Name of the shareholders of MKB Bank Nyrt.

Number of shares Total face value of Ownership share

(pieces) shares (HUF) (%)

Magyar Bankholding Zrt. 97 185 008 97 185 008 000 97.19%

Free float ratio: 2.81%

Magyar Bankholding Zrt. has a 97.19% direct ownigrdhterest in MKB Bank. The
ownership structure of Magyar Bankholding Zrt. is:

1.2
Name of the shareholders of Magyar Bankholding Zrt.

Name of the shareholder Guncishipishiers

(%)
Corvinus Nemzetkozi Befektetési Zrt. 30.35%
METIS Magéantkealap 11.51%
Blue Robin Investments S.C.A. 10.82%
RKOFIN Befektetési és Vagyonkege{ft. 4.48%
EIRENE Magartkealap 3.29%
Pantherinae Pénzlgyi Zrt. 1.02%
PRIME FINANCE Future Zr 0.84%
Magyar Takarék Befektetési és Vagyongazdalkoddas 37.69%

These financial statements are prepared for geperabses as defined in IAS 1; they are
prepared for the purposes of users who may notestghe Group to prepare customised
reports to suit their specific information needsy/Apecific information needs beyond these
financial statements may be satisfied with thelstachange flash report which is prepared
for special purposes for the same period basedhenkey figures of these financial
statements.
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2.

Compliance with International Financial Reporting Standards

The consolidated financial statements of the Groaye been prepared in accordance with
International Financial Reporting Standards (hexfeén: “IFRSs”) as adopted by the EU.

IFRSs comprise accounting standards issued by riteenhtional Accounting Standards
Board (hereinafter: “IASB”) and its predecessor Yoahd interpretations issued by the
International Financial Reporting Interpretationsn@nittee (hereinafter: “IFRIC”) and its
predecessor body.

These financial statements are presented in Huagdforint (“HUF”), rounded to the
nearest million, except if indicated otherwise. Theancial statements are authorised for
issue by the Board of Directors on 30 March 2021.

Since 1 January 2018, MKB has been applying theS#Rdopted by the EU in its
bookkeeping as well as the preparation of its sgpdinancial statements.

The 2020 figures in these consolidated financitieshents have been compiled on the basis
of the standards effective from 1 January 2020.

Basis of measurement

The consolidated financial statements have bequaped on initial recognition at fair value
as inceptivecarrying amount.

The Group classifies subsequent measurementdiatolfowing categories:
» derivative financial instruments are measurediatwtdue
« financial instruments at fair value through prafitloss are measured at fair value
(hereinafter: “FVTPL")
» financial assets measured at fair value througherottomprehensive income
(hereinafter: “FVTOCI")
» other financial instruments are measured at aneartest (hereinafter: “AC”).

The consolidated financial statements have beemaped based on going concern
assumption.

The preparation of financial statements requiresagament to make judgements, estimates
and assumptions that affect the application of anting policies and the reported amounts
of assets, liabilities, income and expense.

Estimates and underlying assumptions are reviewedro on-going basis. Revisions to
accounting estimates are recognised in the pemiehich the estimate is revised and in any
future periods affected.

In particular, information about significant areab estimation uncertainty and critical

judgements in applying accounting policies thatehélive most significant effect on the
amount recognised in the financial statements eseribed ifNote 34.
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4.

Summary of significant accounting policies

Accounting policies are the specific principlessé® conventions, rules and practices
adopted by the Group in preparing and presentiadittancial statements. The accounting
policies set out below have been applied consigtdot all periods presented in these
financial statements, and have been applied cemsligtoy Group entities.

To ensure data consistency the Group made redatadgih in supplementary notes in some
relevant cases.

a) Financial statement presentation

These Consolidated financial statements includeatiteunts of the Group that is MKB and
its subsidiaries, jointly controlled entities angsaciates. The income, expense, assets and
liabilities of the subsidiaries are included in tlespective line items in the consolidated
financial statements, after eliminating inter-compaalances and transactions.

The presentation and functional currency of theuprawvas determined as Hungarian Forint
(“HURF™).

b) Consolidation
Subsidiaries

Subsidiaries are entities controlled by the Grdgntrol exists when the Group is exposed,
or has rights, to variable returns from its invahent with the subsidiary and has the ability
to affect those returns through its power oversiigsidiary. In assessing control, substantive
potential voting rights are also taken into accouNewly acquired subsidiaries are
consolidated from the date that the Group gaingrabrThe acquisition accounting method
is used to account for the acquisition of subsidgaby MKB. The cost of an acquisition is
measured at the fair value of the consideratiorrgiat the date of exchange, the acquisition
— related costs are recognized in profit or lo$g dcquired identifiable assets, liabilities and
contingent liabilities are measured at their failues at the date of acquisition. Any excess
of the cost of acquisition over the fair value log tGroup’s share of the identifiable assets,
liabilities and contingent liabilities acquired i®corded as goodwill. If the cost of
acquisition is less than the fair value of the @’sshare of the identifiable assets, liabilities
and contingent liabilities of the business acquited difference is recognised immediately
in the Statement of Profit or Loss and Other Coingnsive Income

Funds management

The Group manages and administers assets helgegstinent funds on behalf of investors.
The financial statements of these entities areimduded in these consolidated financial
statements except when the Group controls theyentit

Transactions eliminated on consolidation

Intra-group balances, and any unrealised income expbnse arising from intra-group
transactions, are eliminated in preparing the caested financial statements.
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C) Investments in Associates and Joint Ventures
Jointly controlled entities

Where the Group is a party to a contractual arnanege whereby, the parties that have joint
control of the arrangement have rights to the rese® of the arrangement, the Group
classifies its interest in the venture as a jogriture. Jointly controlled entities are included
in the consolidated financial statements using tgquiethod of accounting, from the date
that joint control effectively commences until thate that joint control effectively ceases.
Under this method, such investments are initialigtex] at cost, including attributable

goodwill, and are adjusted thereafter for the pastdisition change in the Group’s share of
net assets.

Associates

MKB classifies investments in entities over whitthas significant influence, and that are
neither subsidiaries nor joint ventures, as astmid-or the purpose of determining this
classification, control is considered to be the gowo govern the financial and operating
policies of an entity so as to obtain benefits fritsractivities. Associates are accounted for
under the equity method of accounting. Investmemes initially stated at cost, including
attributable goodwill, and are adjusted therediterthe post-acquisition change in MKB'’s
share of net assets. For consolidation purpose M&d3 financial statements of an associate
within a three months limit if the reporting periodl the entity is different as at the end of
reporting period.

If the Group’s share of losses of an associatelequaexceeds its interest in the associate,
the Group discontinues recognising its share dh&urlosses. The interest in an associate is
the carrying amount of the investment in the asgedietermined using the equity method
together with any long-term interests that, in $ase, form part of the Group’s net
investment in the associate.

After the Group’s interest is reduced to zero, toldal losses are provided for, and a
liability is recognised, only to the extent thae tantity has incurred legal or constructive
obligations or made payments on behalf of the dawoclf the associate subsequently
reports profits, the Group resumes recognisinghtge of those profits only after its share of
the profits equals the share of losses not recednis

Please find further details on Jointly controlleditees and Associates in Note 5.
d) Intangible assets

Intangible assets are identifiable non-monetargtaswithout physical substance held for
supply of services, or for administration purposes.

Intangible assets that have a finite useful lile measured initially at costs and subsequently
carried at costs less any accumulated amortisatiohany accumulated impairment losses.
Intangible assets are amortised over their estinageful lives not exceeding 15 years from

the date when the asset is available for use, eqgptiie straight-line method.

Intangible assets that have an indefinite usefiel] tr are not yet ready for use, are tested for
impairment annually. An intangible asset is subgectan impairment review if there are
events or changes in circumstances which indidaé the carrying amount may not be
recoverable.
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Expenditure on internally developed intangible aigseftware) is recognised as an asset
when the Group is able to demonstrate its interaiwth ability to complete the development

and use the software in a manner that will genehatigre economic benefits, and can

reliably measure the costs to complete the devetopnThe capitalised costs of internally

developed software include all costs directly btitable to developing the software, and are
amortised over its useful life.

Subsequent expenditure related on software assetpitalised only when it increases the
future economic benefits embodied in the specifisea to which it relates. All other
expenditure is expensed as incurred.

e) Property, plant and equipment

ltems of property and equipment including leasehoftbrovements and investment
properties are measured initially at cost, inclgdiransaction cost, and then subsequently
cost less accumulated depreciation and impairnossek.

Cost includes expenditures that are directly atteble to the acquisition of the asset. When
parts of an item of property or equipment haveedéht useful lives, they are accounted for
as separate items (major components) of propetyegaipment.

When parts of an item of property or equipment hdiféerent useful lives, they are
accounted for as separate items (major componehpspperty and equipment.

The estimated useful lives of property, plant agdigment are as follows:
» components of freehold buildings are depreciatest mmaximum 100 years,
e equipment, fixtures and fittings (including equiprheon operating leases where
Group is the lessor) are depreciated over 5-10sy®ait maximum over 20 years.

Depreciation of property, plant and equipment adauided in “Operating expense” line in
Statement of Profit or Loss and Other Compreherisi#eme.

Property, plant and equipment is subject to an impnt review if there are events or
changes in circumstances which indicate that theyiogg amount may not be recoverable.

Net gains and losses on disposal of property andpegpnt are recognised in “Other
operating income / (expense), net”, in the yeatighosal.

f) Investment property
Investment properties are held by the Group to eamtals and for capital appreciation.

The Group uses the cost model for investment ptgpaccording to which the property is
accounted in the Group's books at the purchasé¢sdghen depreciated.

The estimated useful lives of investment propedresas follows:
» components of buildings are depreciated over 25y£a0s
e connecting equipment are depreciated over 20 years

Depreciation of investment property is includedQ@ther operating income / (expense), net”
line in Statement of Profit or Loss and Other Coshgnsive Income.
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The fair value of the investment properties shallsoipervised yearly by an independent
appraiser. Should the fair value be much lower tiiencarrying amount, impairment loss
shall be recognized through profit or losses.

Q) Cash and cash equivalents

Cash and cash equivalents include notes and caitsiod, unrestricted balances held with
central bank and highly liquid financial assetshwitriginal maturities of less than three

months, which are subject to insignificant riskchfinges in their fair value, and are used by
the Group in the management of its short-term caments.

Cash and cash equivalents are carried at amodastdn the statement of financial position.
h) Initial recognition and measurement of Financial Irstruments

Outbound loans and claims, and debt securitiesear@gnized by the Group on settlement
date. All other debt securities are recognized wherGroup commits itself either acquiring
the asset, or selling it (trade date accounting).

All financial instruments measured at fair valueiratial recognition. The fair value of a
financial instrument at initial recognition is naafty the transaction price (the fair value of
the consideration given or received).

At initial recognition, all financial instrumentfidt were measured at amortized cost, are
recognized at a modified fair value by the GroupeTmodified fair value includes all
transaction costs which are directly attributalolehte issuance and acquisition of financial
instruments.

Financial instruments measured at fair value thinqufit or loss are recognized at their fair
value by the Group. All related transaction costauired at their inception, issuance, and /
or purchase is accounted as expense through Brdfibss when they incurred. If accounts
payables do not contain significant financing comgrd, they are recognized at transaction
price by the Group.

The Group's financial assets are measured at amdrgost if it is consistent with the
business model and meet the criteria of the SBRI te

Amortized cost is the amount of a financial assdimancial liability at initial recognition,
reduced by principal repayments, increased or deerk by the difference between the
original amount and amount at maturity cumulativeodization calculated using an
effective interest rate method and in case of rarassets adjusted by any loss allowance.

The effective interest rate is the rate that eyadikcounts the estimated future cash
payments or receipts through the expected lifeheffinancial asset or financial liability to
the

e gross carrying amount of the financial asset, or

» amortized cost of the financial liability.

However, in those cases when it is not possibleeliably estimate the cash flows or the
remaining life of a financial instrument (or groapfinancial instruments), the Group uses
the contractual cash flows over the full contrakttaem of the financial instrument (or group
of financial instruments).

In case of purchased or originated credit-impafigencial assets (POCI) credit-adjusted
effective interest rate should be used. The cidjiisted effective interest rate (CAEIR) is
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the rate that exactly discounts the estimated déggdefuture cash payments or receipts
through the expected life of the financial asséhtamortised cost of a financial asset.

The effective interest rate method is the methaatlus measure the amortised cost of the
Group's financial assets or financial liabilitiexlaghe method used to allocate and recognises
interest income and interest expense in a giveioger

Interest income and interest expense should bendeted using the effective interest rate
method and then recognized in the Profit or Loatestent.

Simplified approach for trade receivables, contracssets and lease receivables

In case of future cash flows of financial instrutsecannot be estimated reliably due to the
specific features of the product, furthermore tbetactual cash flows are not available, the
effective interest rate of the instrument cannotibermined.

When interests, commissions and other items aakded to such transactions these are
accounted through profit or loss for using a sifigdi method (ie the effective interest rate is
the same as the nominal interest rate).

) Classification and subsequent measurement of Finaiat Instruments

IFRS 9 standard contains three main categorietassity and measure the financial assets:
amortised cost (AC), fair value through other cosmansive income (FVTOCI) and fair
value through Profit and Loss (FVTPL).

The Group's business model is determined at a tée¢lreflects how groups of financial
assets are managed together to achieve a partlmudaress objective. The business model
does not depend on management's intentions fandividual instrument. Accordingly, this
condition is not an instrument-by-instrument applodo classification and should be
determined on a higher level of aggregation. Theu@ruse multiple business models to
manage its financial instruments.

The following business model categories have bemmldped in accordance with IFRS 9
standard:

* Held to Collect (HTC): an instrument is held foethollection of contractual cash
flows with which the Group aims to realize longateinterest income. There is no
requirement to hold to maturity, a sale is perrdidee to increased credit risk. Sales
could be also consistent with the business mod#iefcredit concentration risks
change or if close to maturity.

* Both Held to Collect and For Sale (HTCS): an instemt that is held for the
collection of contractual cash flows and for théesat financial assets at the same
time. The purpose of the inception or purchase otlect contractual cash flows, as
well as to realize profit from the increase in fa# value and minimize loss from
the decrease in the fair value in medium or lomgteCompared to the HTC sales
occur more frequently and are higher in value.

e Other trading business model (TRADING): mainly tregfinancial instruments that
are purchased for short-term gain.

The listing in the business model reflects the etqi®ns of the Group, not just the intent,
but also the ability. The classification is not é&son scenarios that are not reasonably
expected (‘worst case' or 'stress case' scenHribe Group sells a particular portfolio or
financial asset in a ‘stress case’ scenario, isdoa affect the evaluation of the business
model.
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Classification not only depends on the businesseibdt also on the cash flow related
characteristics associated with the financial imsgnt. The Group has to examine the cash
flows associated with the financial instrumentgaeling those debt instruments that will be
measured at amortised cost or fair value througbratomprehensive income - whether they
comply with the requirements of the principal anteiest definitions according to IFRS 9
(SPPI / Cash-Flow Test).

By Cash-Flow Test the Group examines whether th@ractual cash flows are solely
payments of principal and interest on the princgprabunt outstanding.

Contractual cash flows that are solely paymentgrofcipal and interest on the principal
amount outstanding are consistent with a basicidgndrrangement. In a basic lending
arrangement, consideration for the time value ofeyaand credit risk are typically the most
significant elements of interest. However, in sacharrangement, interest can also include
consideration for other basic lending risks (forample, liquidity risk) and costs (for
example, administrative costs) associated with ihgldhe financial asset for a particular
period of time. In addition, interest can includprafit margin that is consistent with a basic
lending arrangement. However, contractual termg thaoduce exposure to risks or
volatility in the contractual cash flows that isrelated to a basic lending arrangement, such
as exposure to changes in equity prices or comme@dites, do not give rise to contractual
cash flows that are solely payments of principadl amerest on the principal amount
outstanding. An originated or a purchased finarasaket can be a basic lending arrangement
irrespective of whether it is a loan in its legadrh.

The Group shall measure a financial asset at aseortcost if both of the following
conditions are met:
* the financial asset is held within a business maoglebse objective is to hold
financial assets in order to collect contractuahcfiows, and
» the financial asset’s contractual cash flows arelggayments of principal and
interest.

The Group shall measure a debt instrument at faluev through other comprehensive
income if both of the following conditions are met:
» the financial asset is held within a business mededse objective is achieved by
both collecting contractual cash flows and selfingncial assets, and
» the financial asset’s contractual cash flows arelggayments of principal and
interest.

The Group is able to make an irrevocably electmmmieasure the investments in equity
instruments, which are not held for trading atir‘fealue through other comprehensive
income” category at initial recognition, in othease these financial assets should be
measured at fair value through profit or loss.

All other financial assets are classified by the@upr as the fair value through profit or loss
category.
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)] Classification and subsequent measurement of finara liabilities

The Group classifies its financial liabilities irttee following categories:
 mandatory FVTPL measurement (FVTPL category), #bilities are held for
trading,
« FVTPL option — based on the decision of entityrétidl recognition (if qualifying
criteria are met),
* amortised cost — other financial liabilities.

Financial liabilities not held for trading are iaity measured at fair value less transaction
cost by the Group. These liabilities are subsedyemtasured at amortised cost calculated
by using the effective interest method.

K) Fair Value Option (FVO)

At initial recognition, the Group may irrevocablgcognize a financial asset or liability at
fair value through profit or loss if it eliminates significantly decreases any valuation or
recognition inconsistencies that would otherwisgeharisen because of the valuation of
assets and liabilities or the profits or lossesegated on them are shown on different bases.

The financial liabilities are measured at fair \@althrough Profit or Loss at initial
recognition by the Group, the change in fair vadtighe subsequent measurement should be
recognised as the following:
e changes related to own credit risk is measuredigfirmther comprehensive income
(OCl),
e all other changes in fair value is measured thrdRgtfit or Loss.

)] Determination and recognition of the Expected CrediLoss

During classification of the Group’s financial ingihents the primary collateral is
determined as the ability and intention of thertdli|® pay. Except for those transactions that
are covered by collateral which is independenheffinancial and legal position of the client
accordingly the return can be unequivocally ensured

The Group assigns exposures at each reportingdoetiio this case monthly — during which
the exposures are allocated to the segments atie teo-called ‘stages’ (stage 1, stage 2,
stage 3 and / or POCI) in accordance with the fpies of IFRS 9 standard.

The Group assesses at each reporting date whetherddit risk of the financial asset has
increased significantly since the initial recogoriti

The Group recognises lifetime expected credit fossall financial instruments when the
credit risk has increased significantly comparethtocredit risk at acquisition or origination
— regardless whether assessed on an individualobbective basis - considering all
reasonable and supportable information, includivag hich is foreseeable.

When making the assessment, the Group evaluateshidngges in the risk of a default
occurring over the expected life of the financiastrument, considering reasonable and
supportable information, that is available withamdue cost or effort which indicate the
changes in credit risk since initial recognition.
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The Group determines the significant increase edicrisk based on the examination of the
following four conditions:
» changes in the clients’ rating after the issuance,
» PD change in the master scale compared to thalinilue,
e default in payment,
< the amount of the client's exposure classifiedtages2 exceeds a certain proportion
of its gross exposure.

The existence of any of these conditions is asddsgéhe Group as a significant increase in
the credit risk. If there is no evidence of impadmh have to be assigned to Stage 2, the
transaction could be displaced from stage 2 toestiag

Financial assets whose default risk has increasexich an extent after initial recognition
that there is objective evidence of impairment h@viee assigned to Stage 3 and a loan loss
allowance has to be recognised by calculating tifietime Expected Credit Loss (ECL).
Group defines materiality threshold, exposure thwg below that threshold should be
considered as a small amount (below the limit). Tfheairment of those assets which are
above the threshold should be estimated indivigtuall

In order to determine the impairment and allowdocelasses of clients, the expected credit
loss (ECL) should be calculated according to theveat principles of IFRS 9 impairment
model for classes of clients calculated on monblalgis, automatically.

Factors taken into account when determining expextedit loss:
* remaining lifetime in years,
* exposure at default (EaD),
* loss given default (LGD),
* probability of default (PD),
» credit conversion-factor (CCF),
* loss rate of the non-default and default transactio
» discount rate calculated on the remaining lifetime.

The amount of impairment and allowance equals tousrnof expected credit loss.
In Stage 1 the impairment is equal to the 12-Maxgbected credit loss.
In Stage 2 and Stage 3 the impairment is equaladifetime expected credit loss.

The applied risk parameters are determined on tasisbof statistical models for
homogeneous groups and transaction groups. Thelsnadevalidated at least once a year,
and if necessary they will be revised. Transactibias are recognised at fair value, the fair
value calculation the credit risk component of digcount factor is calculated based on the
principles related to determination of ECL as namgd above.

The Group calculates the expected credit loss Herremaining lifetime, except for the
following financial instruments for which the losscalculated for 12 months:
» debt securities with low credit risk at the repagtdate,
« financial instruments except for lease receivalalad account receivables, which
credit risk do not significantly increased compat@éhitial recognition.

For account and lease receivables the Group alealgsilates the lifetime expected credit
loss.
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Expected credit losses are probability-weightedmeges of credit losses during the life
expectancy of a financial asset. These are assbgdbd Group as follows:

» financial assets not impaired at the reporting :ddiecounted loss on cash flow
(difference between the contractual cash flowsthadxpected cash flows),

» financial assets impaired at the reporting datiéerdince between the gross carrying
amount and the estimated present value of theamdlisig amount,

* undrawn loan commitments: present value of thesdifice between the contractual
cash flows that are due to the entity if the holdkthe loan commitment draws
down the loan and the cash flows that the entifyeets to receive if the loan is
drawn down,

» financial guarantee contracts: expected paymentthéoholder, reduced by the
amounts that are expected to be recovered.

If the credit risk of the financial instrument hagreased significantly since its initial
recognition until the reporting date, the Groupogruses the loss on the asset at an amount
of the lifetime expected credit losses.

If the credit risk of the financial instrument hast significantly increased since the initial
recognition until the reporting date, the Groupogaizes loss on the asset at the same
amount of the 12-month expected credit loss.

The impairment / expected credit loss calculatedlfd months is the part of the lifetime
expected loss results from potential default evedittsin 12 months of the reporting date.

The Group recognises loss for the expected cresktdn the following financial instruments
not measured at fair value through Profit or Loss:

* debtinstruments,

* lease receivables,

* accounts receivables,

« financial guarantees, and

* loan commitments.

The expected credit loss should be recogniseddstioup as the following:

» deducted amount from the gross carrying value (impnt) — in case of financial
assets measured at amortised cost,

e provision — in case of financial guarantees ana lcammitments, if the financial
instrument includes both a loan and an undrawn oompts and the Group is
unable to distinguish the expected credit lossutaled for the loan and for the
undrawn components, the Group will therefore deiteerthe impairment loss on the
two components together. To the extent that thebaoaa expected credit losses
exceed the gross carrying amount of the finan@gakf the expected credit losses
should be recognised as a provision,

e in case of financial assets measured at fair v#tweugh other comprehensive
income (OCI), the impairment loss is not recogniiedhe financial statement as
part of the assets’ fair value. The recognised impent modifies the cumulative
other comprehensive income.

When recognising the change in the credit risk,@neup reviews the Stage classification
based on the clients' risk characteristics (inaalbect the same, hypothetical, credit risk
parameters of a transaction measured at amortisstl are applied) and assigns the
corresponding risk parameters to the transactioimglthe valuation. Accordingly, the risk
parameters are part of fair valuation and the changcredit risk occurs by isolating and
separately recording the effects of these paraseter
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For purchased or originated credit-impaired finahassets at the reporting date the Group
recognises the accumulated changes in the lifeérpected credit loss since the initial
recognition. In the Group's practice, typically ifdidenominated receivables appear as
purchased or originated credit-impaired financsseds.

The Group assesses provision for contingent liédsli(i.e. contracted but undrawn loan
commitments, issued financial guarantees, letteredits) as follows:
* in the case of clients / debtors subject to indigidvaluation, the Group determines
the amount of provision individually,
« in other case the Group calculates provision basdtie EAD corrected by CCF.

For transactions accounted as commitments showasg bn the reporting date, the
calculated provision is the negative differenceneetn the fair value and the gross carrying
amount based on the valuation method.

Impairment and provision are based on the amouluissfcalculated as above.

m) Determination of fair value

All financial instruments are recognised initialt fair value. In the normal course of

business, the fair value of a financial instrumaminitial recognition is the transaction price

(that is, the fair value of the consideration givanreceived). In certain circumstances,

however, the initial fair value will be based omet observable current market transactions
in the same instrument, or on a valuation technighese variables include only data from

observable markets, such as interest rate yielkesuoption volatilities and currency rates.

When such evidence exists, the Group recognisesdag gain or loss on inception of the

financial instrument.

When unavailable market data have a significantaichpon the valuation of financial
instruments, the entire initial difference in faalue indicated by the valuation model from
the transaction price is not recognised immediateljthe statement of comprehensive
income but is recognised over the life of the teatiosn on an appropriate basis, or when the
inputs become observable, or the transaction nmamrés closed out, or when the Group
enters into an offsetting transaction.

Subsequent to initial recognition, the fair valwdsfinancial instruments measured at fair
value that are quoted in active markets are baselia prices for assets held and offer
prices for liabilities issued. When independentcgsi are not available, fair values are
determined by using valuation techniques whichrrédeobservable market data. These
include comparison with similar instruments wherarket observable prices exist,
discounted cash flow analysis, option pricing medehd other valuation techniques
commonly used by market participants. For finandra@truments, fair values may be
determined in whole or in part using valuation téghes based on assumptions that are not
supported by prices from current market transast@rmobservable market data.

The inputs used by the valuation techniques foerdahing fair values are classified by the
fair value level hierarchy as follows:

* level 1: quoted market price in an active marketfo identical instrument
» level 2: valuation techniques based on observaiplets
» level 3: valuation techniques using significant lservable inputs

Transfer from level 1 to level 2 of fair value t@echy may occur when prices on active
market are no longer available. This is the casernwthe active market cease to be exists, or

20/158



MKB Bank Nyrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at 31 DeceRIagr

Yes

there are no publicly available quotations, howeMeservable inputs are still available for
valuation purposes on the instrument under question

Factors such as bid-offer spread, credit profile @model uncertainty are taken into account,
as appropriate, when fair values are calculatedigusialuation techniques. Valuation

techniques incorporate assumptions that other rapleticipants would use in their

valuations, including assumptions about interede rgield curves, exchange rates,
volatilities, and prepayment and default rates. Weeportfolio of financial instruments has
quoted prices in an active market, the fair valfighe instruments are calculated as the
product of the number of units and quoted priceramblock discounts are made.

If the fair value of a financial asset measurediaat value through profit or loss becomes
negative, it is recorded as a financial liabilitytibits fair value becomes positive, at which
time it is recorded as a financial asset.

The fair values of financial liabilities are measdirusing quoted market prices, where
available, or using valuation techniques. These Values include market participants’
assessments of the appropriate credit spread tp Epine Group’s liabilities.

n) Derecognition of Financial Assets

The following decision tree illustrates the pride of derecognition of financial
instruments by the Group:

The Group determines whether these principles egpdi
a part of financial assets (or a part of a grougimilar
financial assets) in its entirety.

( 7\
Has the right to the cash flows from the finaneisdet Yes The asset should be
expired? P derecognized
~ J
No
A4
( N\

Has the Group transferred the contractual rightsdeive

cash flows of the financial ass
(N J

¢No
~

Has the Group assumed an obligation to pay the cas

flows from the financial asset meets the conditiohthe No | Continue to recognize the
next paragraph? Pl asset
\ J
l Yes
( . . Y\ Yes
o Has the Group transferred substantially all rigkd a | The asset should be
» rewards "1 derecognized
. S/
l No
- N Yes
Has the Group retained substantially all risks and? » Com't““e to recognize the
asse
(N J/
No
\4 No
- - . The asset should be
[ Has the Grouyretained control of the financial ass }—V derecognized
Yes

The Group shall continue to recognize the finanasalet
to the extent of its continuing involvement
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The Group derecognises a financial asset whenfératige contractual rights to receive the
cash flows of a financial asset (the 'original #ssar retains the contractual rights to receive
the cash flows of a financial asset, but assumesné&ractual obligation to pay those cash
flows to one or more recipients (the eventual riecits’), the Group treats the transaction as
a transfer of a financial asset if, and only if cdlthe following three conditions are met:

» The Group has no obligation to pay amounts to trental recipients unless it
collects equivalent amounts from the original asSd#tort-term advances by the
entity with the right of full recovery of the amdulent plus accrued interest at
market rates do not violate this condition.

 The Group is prohibited by the terms of the transfentract from selling or
pledging the original asset other than as sectwitthe eventual recipients for the
obligation to pay them cash flows.

 The Group has an obligation to remit any cash fliwsollects on behalf of the
eventual recipients without material delay. In @iddi the Group is not entitled to
reinvest such cash flows, except for investmentsagh or cash equivalents during
the short settlement period from the collectioredatthe date of required remittance
to the eventual recipients, and interest earneduah investments is passed to the
eventual recipients.

When the Group transfers a financial asset, itl @valluate the extent to which it retains the
risks and rewards of ownership of the financiatass

The Group examines the following before derecogniti

« if the Group transfers substantially all the rigsksd rewards of ownership of the
financial asset, the Group shall derecognize timanfiial asset and recognize
separately as assets or liabilities any rightsabigjations created or retained in the
transfer,

» if the Group retains substantially all the risksd ailewards of ownership of the
financial asset, the Group shall continue to retzegthe financial asset,

« if the Group neither transfers nor retains subgliytall the risks and rewards of
ownership of the financial asset, the Group shaiemine whether it has retained
control of the financial asset. In this case:

o if the Group has not retained control, it shalledegnize the financial asset and
recognize separately as assets or liabilities @ty and obligations created or
retained in the transfer,

o if the Group has retained control, it shall conéiniw recognize the financial
asset to the extent of its continuing involvementhie financial asset.

The extent of the Group's continuing involvementhe transferred asset is the extent to
which the Group is exposed to changes in the \afitiee transferred asset.

The transfer of risks and rewards is evaluated dyparing the Group’s exposure, before
and after the transfer, with the variability in timounts and timing of the net cash flows of
the transferred asset. The computation and congmadse made using the current market
interest rate as discount rate. All reasonably iptessvariability in net cash flows is
considered, with greater weight being given to ¢hastcomes that are more likely to occur.

The Group has retained substantially all the risid rewards of ownership of a financial
asset if its exposure to the variability in thegent value of the future net cash flows from
the financial asset does not change significargtls eesult of the transfer.

An entity has transferred substantially all thégiand rewards of ownership of a financial
asset if its exposure to such variability is nogen significant in relation to the total
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variability in the present value of the future meish flows associated with the financial
asset.

Asset transfers holding all or substantially altloé risks and rewards could be for example
repo transactions (for repo transactions, the Gamsiders whether the risks and rewards
incurred in the transaction are substantially tiemed or not).

Derecognition due to significant changes in contragal cash flows of financial
liabilities

The terms are substantially different if under ti@ev terms the present value discounted at
the original effective interest rate of the cagiwl — including fees received and paid —is at
least 10% different from the discounted presentievalf the remaining cash flows of the
original financial asset. If the exchange of deistiuments or the modification of the terms
is treated as derecognition, the Group will recegrany costs or fees incurred as a gain or
loss related to the termination of the asset.dfélkchange or modification is not accounted
for as derecognition, the costs or fees incurrddmodify the carrying amount of the asset
and will be amortised over the remaining maturityhe modified loan.

The Group considers it a significant change if¢batractual currency is modified, or if the
contractual interest rate is changed from vari&bfe, or inversely.

Write-off of financial assets under legal proceedig

Loans which are under legal proceeding (bankrupigyidation and final proceedings) and
in case of enforcement collateral transactions:
» the Group’s contractual right to receive cash fldwsn the financial asset does not
expire,
» the Group did not transfer the right of collectaagsh flows from the financial asset,
» the Group did not assume any obligation to payctesh flows from the financial
asset,
therefore the Group does not derecognize such itmbsely from its books, but may
partially derecognize them.

When the Group can reasonably not expect to recpaer of the financial asset while
maintaining the legal claim it is considered asaial recognition. In such cases, the Group
directly reduces the gross carrying amount of ihanicial asset.

After the legal waiver of the claim, the Group mayite down the total gross carrying
amount of the financial asset if it is not ableb® recovered and void according to the
relevant internal rules (in this case there isagal claim).

0) Derecognition of financial liabilities

The Group removes a financial liability (or a pafta financial liability) from its statement
of financial position when, and only when, it igiaguished — when the obligation specified
in the contract is fulfilled or cancelled or exgire

Exchange between an existing borrower and lendetebf instruments with substantially
different terms shall be accounted for as an eutgignent of the original financial liability
and the recognition of a new financial liability.

Similarly, a substantial modification of the terofsan existing financial liability or a part of
it (whether or not attributable to the financialffidulty of the debtor) shall be accounted for
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as an extinguishment of the original financial ilié§ypand the recognition of a new financial
liability.

The terms are substantially different if under ti@ev terms the present value discounted at
the original effective interest rate of the cagiw — including fees received and paid — is at
least 10% different from the discounted presentevalf the remaining cash flows of the
original financial liability. If the exchange of beinstruments or the modification of the
terms is treated as derecognition, the Group witbgnize any costs or fees incurred as a
gain or loss related to the termination of theiligh If the exchange or modification is not
accounted for as derecognition, the costs or feasiied will modify the current amount of
the liability and will be amortised over the remag maturity of the modified loan or
financial liability.

P) Financial guarantees

The Group does not recognise the financial guaganés contingent items in the Financial
Statement items because this could cause recagsitich income or expense which may not
being realisable.

In case when the realisation of income or expessaibstantially sure, the asset does not
considered as contingent item and it should begrased in the Financial Statement items
assessed permanently in order to the Group posthiimeges up the Financial Statement in
time.

Insofar the occurrence of economic benefits inflawoutflow being substantially sure, the
relating income or expense should be accountelgiginperiod wherein the probability of the
occurrence changed.

The Group considers the occurrence of economicfitemaflow or outflow as substantially
sure when the Client written inform the Bank of ihgention to draw on guarantee.

The Group subsequently recognise the contractsnandial guarantee at the higher of the
amount of the accounted loss and the amount igitietognised less cumulative income.

q) Non-current assets held for sale and discontinuedperations

Financial instruments that meet the IFRS 5 standareria’s are recognized as held for sale
by the Group. The Group classifies a non-curresetaas held for sale, if its carrying amount
will be recovered principally through a sale trarisan, rather than through continuing use.

A disposal group is a group of assets that arendtetd to be disposed by sale or in another
way, collectively, as a single group, in a singtansaction and the liabilities directly
attributable to those assets that are transfeuadgithe transaction.

To meet the criteria for classification as helddale:

» the asset (or disposal group) must be availableinfonediate sale in its present
condition subject only to terms that are usual esmstomary for sales of such assets
(or disposal groups) and its sale must be hightypable,

» for the sale to be highly probable, the appropriatel of management must be
committed to a plan to sell the asset (or dispgsalp), and an active programme to
locate a buyer and complete the plan must have ibdited,

» the plan or decision to sell must be approved coatance with the relevant rules of
the Group in order for the sale to be considerediigisly probable and it is also
necessary to include it in the report,
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» the asset (or disposal group) must be actively etackfor sale at a price that is
reasonable in relation to its current fair valuetibe Group advertise it at the
appropriate forum,

» the sale should be expected to qualify for recogmias a completed sale within one
year from the date of classification,

* actions required to complete the plan should irdictnat it is unlikely that
significant changes to the plan will be made ot tha plan will be withdrawn.

Assets held for sale or disposal groups shouldebegnized separately in the statement of
financial position.

A disposal group classified as held for sale maglifufor the definition of the discontinued
operations.

Discontinued operations are a part of the Group hlaa been disposed of or classified as
held for sale and embody a distinct, major indusirgeographical area of activity and are
part of a coordinated plan for disposing a sepdrasiness or geographical area of activity.

The result of the discontinued operation and thiesgar losses at sale should be recognized
in a separate line in the Statement of Profit asd.and Other Comprehensive Income by the
Group.

The Group measures a non-current asset (or disposah) classified as held for sale at the
lower of its carrying amount or fair value lesstdmssell.

If the fair value less cost to sell is less tham ¢harrying amount of the non-current assets or
assets or liabilities part of the disposal grouphatdate of classification as held for sale an
impairment loss shall be recognized.

Fair value less cost to sell must be re-determategiach reporting date and, if higher than
the carrying amount, the impairment loss shouldeversed up to the amount of impairment
loss recognized previously.

Please find further details on non-current finanassets and liabilities held for sale in Note
38.

r Financial assets and liabilities held for trading

Treasury bills, debt securities, equity shareschassified as held for trading if they have
been acquired principally for the purpose of sgllar repurchasing in the near term. These
financial assets or financial liabilities are recsgd on trade date, when the Group enters
into contractual arrangements with counterpartegpurchase or sell securities, and are
normally derecognised when either sold (assetexiinguished (liabilities). Measurement is
initially at fair value, with transaction are recoged in Statement of Profit or Loss and
Other Comprehensive Income. Subsequently, theivtdues are remeasured, and all gains
and losses from changes therein should be recabimgbe Statement of Profit or Loss and
Other Comprehensive Income in “Other operatingnmed (expense), net” as they arise.

Interest earned on trading debt securities is tefdaas interest revenue among the interest
income when it becomes due. The dividends earnedraming equity instruments are
disclosed separately among the interest income wdwgived. Interest payable on financial
liabilities acquired for trading purposes is repdras interest expense.
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Structured Bonds

MKB issues structured bonds for its retail anditngbnal clients since 2008. The Group
eliminated its interest and foreign currency riskiag from the above mentioned options by
entering into offsetting option transactions. Tamahate valuation inconsistencies, these
structured bonds are designated at fair value aditpor loss in their entirety and as a
consequence the embedded derivatives are not ssghara

The fair value designation, once made, is irrevicabesignated financial assets and
financial liabilities are recognised when the Graupers into the contractual provisions of
the arrangements with counterparties, which is @diyeon trade date, and are normally
derecognised when sold (assets) or extinguishahllities). Measurement is initially at fair
value, with transaction costs taken directly to Btatement of Profit or Loss and Other
Comprehensive Income. Subsequently, the fair vadwmesemeasured, and gains and losses
from changes therein are recognised in “Interedtsamilar to interest income”.

S) Securities

Investments in securities are classified as asset for liquidity purposes if there was a
decision made previously about possible disposehse of the changes in market conditions
or the securities have not been classified intodtier categories. By these assets the
objective is to achieve both collecting contractcash flows and selling financial assets.
Financial investments are recognised on trade @dten the Group enters into contractual
arrangements with counterparties to purchase siesyrand are derecognised when either
the securities are sold or the borrowers repay tigigations.

The liquid securities are initially measured at falue modified by direct and incremental
transaction costs. They are subsequently remeastiridr value, and changes therein are
recognised in the Other comprehensive income. iRglddb these assets impairment loss
should be accounted in the Other comprehensivariac&hen these securities are sold,
cumulative gains or losses previously recognisetha Statement of Profit or Loss and
Other Comprehensive Income as “Other operatingnmecb(expense), net”.

t) Derivatives

Derivatives are recognised initially, and are sgbsatly remeasured, at fair value. Fair
values of exchange-traded derivatives are obtdioed quoted market prices. Fair values of
over-the-counter derivatives are obtained usingiatédn techniques, including discounted
cash flow models and option pricing models.

Derivatives may be embedded in other financial déthcontract is financial asset, then
embedded derivative is not separated accordinget¢éRRS 9 standard.

Derivatives are classified as assets when theivédile is positive or as liabilities when their
fair value is negative. Derivative assets and liids arising from different transactions are
only offset if the transactions are with the sarmanterparty, a legal right of offset exists,
and the parties intend to settle the cash flowa pet basis.

u) Leases

In accordance with the requirements of IFRS 16,Gheup, as lessee, introduces a single
model to recognise right-of-use asset and leabdityaon balance sheet. In this case, the
Group presents separately the interest expensthdolease liability and the depreciation

charge for the right-of-use asset. In some casgsmeen there is a change in the lease term
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or in future lease payments arising from a chamgeni index or rate) the Group as lessee
remeasures the lease liability.

At the commencement date, the Group assesses wlileghkessee is reasonably certain to
exercise an option to extend or not to exercisemion to terminate the lease. The Group
considers all relevant facts and circumstances ¢hedite an economic incentive for the
lessee to exercise, or not to exercise, the option.

The Group recognises the right-of-use asset antetdse liability as at the commencement
date of the lease. The right-of-use asset is llyitimeasured at cost, which includes the
initial amount of the lease liability, adjusted f@ase payments incurred on or before the
commencement date, increased initial direct castisasts for dismantling, removing and

restoring the underlying asset and for site restorand less any leasing incentives.

The Group, as lessor, classifies its leasing cot#ras finance or operating leases based on
decision tree according to the requirements ofsthedard. Initially, the Group recognises
the lease liability at the present value of theséegpayments outstanding at the
commencement date, discounted at the implicit ésterate of the lease. On subsequent
measurement, the Group recognises depreciation henright-of-use asset from the
commencement date to the end of the useful lith@lnderlying asset.

After the commencement date of the lease term,Ghmup depreciates the asset on a
straight-line basis, from the commencement datbeaaearlier of the useful life or the end of
the lease term.

After the commencement date, the Group measurdedke liability at amortized cost using
the effective interest rate method. The Group tisesevised interest rate at the date of the
revaluation as the revised discount rate. In cshtthe Group reassesses the lease liability
by discounting the revised lease payments if fulesse payments are changed due to
changes in an index or rate.

Presentation in the financial statements

During the lease term, the Group recognises leagments for short-term leases and low
value leases as an expense in Statement of Prafitss and Other Comprehensive Income.

The right-of-use assets are included in ‘Intangiblproperty and equipment’ and lease
liabilities in ‘Other liabilities and provisionsni the Consolidated Statement of Financial
Position.

After the commencement date the Group recogniseseiated costs in Statement of Profit
or Loss and Other Comprehensive Income, if thesenat recognised as part of the cost of
the right-of-use asset. Interest on lease liakditis included in ‘Interest expense’. The
depreciation of a right-of-use asset is recognesetperating expense'.

The Group classifies the right-of-use assets ayifiom operating leases that are leased or

subleased in the Consolidated Statement of FinbRosition by reference to the nature of
the underlying asset.
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V) Deposits, debt securities issued and subordinateidbilities

Deposits, debt securities issued and subordin&bdities are the Group’s sources of debt
funding.

When the Group sells a financial asset and simedtasly enters into a “repo” or “stock
lending” agreement to repurchase the asset (om#asiasset) at a fixed price on a future
date, the arrangement is accounted for as a depasitthe underlying asset continues to be
recognised in the Group’s financial statements.

Deposits, debt securities issued and subordinaddities are initially measured at fair
value plus transaction costs, and subsequently uregsat their amortised cost using the
effective interest method, except for the itemsalvhat initial recognition are designated by
the Group to fair value through profit or loss cgtey.

w) Provisions

A provision is recognised if, as a result of a pagtnt, the Group has a present legal or
constructive obligation that can be estimated bgliaand it is probable that an outflow of
economic benefits will be required to settle thégattion.

Contingent liabilities, which include certain guatees, are possible obligations that arise
from past events whose existence will be confirnoedy by the occurrence, or non-
occurrence, of one or more uncertain future evaotswholly within the control of the
Group, and present obligation that arises from pashts but is not recognised, because it is
not probable that an outflow of resources embodgognomic benefits will be require to
settle the obligation, or the amount of the obl@atcannot be measured with sufficient
reliability. Contingent liabilities are not recoged in the financial statements but are
disclosed in the additional notes.

X) Income tax
Income tax comprises current tax and deferred tax.

By accounting treatment for current and future meotax, the Group recognises the tax
consequences of the future recovery / settlemetiteo€arrying amount of assets, liabilities,
transactions and other events of the current pdhiat are recognised in the statement of
financial position.

The Group applies the corporate income tax as iedaix

Current tax is the tax expected to be payable ertdakable profit for the year, calculated
using tax rates enacted or substantively enactatdend of the reporting period, and any
adjustment to tax payable in respect of previoassie

Deferred tax is measured at tax rates that areceeghdo be applied to the temporary
differences when they reverse, based on laws that been enacted or substantively enacted
by the end of the reporting period.

Deferred tax is provided using the financial pasitimethod, providing for temporary

differences between the carrying amounts of asmeds liabilities for financial reporting
purposes and the amounts used for taxation purposes
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Deferred tax is not recognised for the followinmpmrary differences:
» the initial recognition of goodwill
» the initial recognition of assets or liabilities antransaction that is not a business
combination and that affects neither accountingtaxable profit, and
» differences relating to investments in subsidiat@eshe extent that they probably
will not reverse in the foreseeable future.

Deferred tax asset is recognised only to the extesit it is probable that future taxable

profits will be available against which the assah de utilised. Deferred tax assets are
reviewed at the end of each reporting period andeduced to the extent that it is no longer
probable that the related tax benefit will be resdi.

Deferred tax assets and liabilities are offset wity arise in the same entity and relate to
income taxes levied by the same taxation authaaitg, when a legal right to offset exists in
the entity.

Deferred tax relating to fair value re-measurenwritnancial assets measured at fair value
through other comprehensive income, which are @thay credited directly to equity, is
also credited or charged directly to equity .

y) Interest and similar to interest income and expense

Interest and similar to interest income and expdyppially relating to use the effective
interest method is recognised in “Interest and lamio interest income” and “Interest
expense” in the Statement of Profit or Loss ance©@omprehensive Income.

2) Net income from commissions and fees

Fee and commission income is accounted for aswsllo
* income earned on the execution of a significanti@cecognised as revenue when
the act is completed (for example the arrangementhie acquisition of shares or
other securities) and
* income earned from the provision of services isogacsed as revenue as the
services are provided (for example asset managesnengervice fees).

aa) Other operating income / (expense), net
Other operating income / (expense), net compris@éssgess losses related to trading and

investment assets and liabilities, and includeseallised and unrealised fair value changes
and foreign exchange differences.

bb) Dividends

Dividend income is recognised when the right tenez income is established. Usually this
is the ex-dividend date for equity securities.

cc)  Segment reporting

MKB formed its reporting segments in line with IFRS “Operating Segments”. An
operating segment is a component of the Group éhghges in business activities from
which it may earn revenues and incur expense, amusevoperating results are regularly
reviewed by the Group's chief operating decisiokenso make decisions about resources to
be allocated to the segment and assess its perfoendurthermore for which discrete
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financial information is available. The Group deteres operating segments on nature of the
business (business segment) or geographically (gebigal segment).

Segment revenue, segment expense, segment asseegament liabilities are determined as
those that are directly attributable or can becalled to a segment on a reasonable basis,
including factors such as the nature of items, ¢baducted activities and the relative
autonomy of the unit. The Group allocates segnmrénue and segment expense through an
inter-segment pricing process. These allocatioescanducted on arm’s length terms and
conditions. Please find further details on segmeporting in Note 37.

The Group does not have any foreign segments.
dd) Foreign currencies

Items included in the financial statements of eafcthe Group’s entities are measured using
the currency of the primary economic environmentwhich the entity operates (‘the
functional currency’).

Transactions in foreign currencies are translatethé respective functional currencies of
Group entities at exchange rates at the dates eoftrimsactions. Monetary assets and
liabilities denominated in foreign currencies ae tend of the reporting period are
retranslated to the functional currency at the argle rate at that date. The foreign currency
gain or loss on monetary items is the differenceveen amortised cost in the functional
currency at the beginning of the period, adjustedeffective interest and payments during
the period, and the amortised cost in foreign cuyeranslated at the exchange rate at the
end of the period.

Non-monetary assets and liabilities denominatefibigign currencies that are measured at
fair value are retranslated to the functional cugyeat the exchange rate at the date that the
fair value was determined. Foreign currency diffiess arising on retranslation are
recognised in profit or loss.

The assets and liabilities of foreign operationsluding goodwill and fair value adjustments
arising on acquisition and equity put options, isaeslated to HUF at exchange rates at the
end of the reporting period. The income and expen$éoreign operations are translated to
HUF at exchange rates at the dates of the transactForeign currency differences are
recognised directly in equity, in the Currency slation reserve. When a foreign operation
is disposed of, in part or in full, the relevantamt in the foreign currency translation
reserve is transferred to profit or loss.

ee) Share capital

Shares are classified as share capital when there contractual obligation to deliver cash
or other financial assets to the holders. Increalerusts directly attributable to the issue of
equity instruments are presented in equity as adtieth from the proceeds, net of tax.

ff) Treasury shares

The cost of the Group’s repurchased equity instnimétreasury shares') is deducted from
equity. Gain or loss is not recognised on the pasehsale, issue, or cancellation of treasury
shares. Treasury shares may be acquired and hettelgntity or by other members of the
consolidated Group. Consideration paid or receisedcognised directly in equity.
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gg) Earnings per share

The Group presents basic and diluted earningsh@@egEPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit asd attributable to ordinary shareholders of
the Group by the weighted average number of ordislhares outstanding during the period.
Diluted EPS is determined by adjusting the profit loss attributable to ordinary
shareholders and the weighted average number ofaoydshares outstanding for the effects
of all dilutive potential ordinary shares. For het information about basic and diluted EPS,
please seblote32.

hh) The effect of adopting new and revised Internationia Financial
Reporting Standards effective from 1 January 2020

The following amendments to the existing standamd new interpretation issued by the
IASB and adopted by the EU are effective for theent reporting period:

« Amendments to References to the Conceptual Frameworin IFRS Standards —
adopted by EU on 29 November 2019 (effective foruah periods beginning on or after
1 January 2020),

* Amendments to IAS 1 “Presentation of Financial Staments” and IAS 8
“Accounting Policies, Changes in Accounting Estimats and Errors” - Definition of
Material — adopted by EU on 29 November 2019 (éifedor annual periods beginning
on or after 1 January 2020),

* Amendments to IFRS 9 “Financial Instruments”, IAS 3 “Financial Instruments:
Recognition and Measurement”, IFRS 7 “Financial Insruments: Disclosures” —
Interest rate Benchmark Reform - adopted by EU SnJdnuary 2020 (effective for
annual periods beginning on or after 1 January 2020

* Amendments to IFRS 16 “Leases™ Covid 19-Related Rent Concessions adopted by
EU on 9 October 2020 (effective for annual peribeginning on or after 1 June 2020),

« Amendments to IFRS 3 “Business Combinations= adopted by EU on 21 April 2020
(effective for annual periods beginning on or aftelanuary 2020).

The adoption of these amendments to the existiagdsrds has not led to any material
changes in the Group’s financial statements.

i) New and revised Standards and Interpretations issuk by IASB and
adopted by the EU but not yet effective

At the date of authorisation of these financialtesteents, there are new standards,
amendments to the existing standards nor intetyesawhich are issued by IASB and
adopted by the EU and which are not yet effective:

* Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and RS 16 “Interest Rate
Benchmark Reform — Phase adopted by EU on 13 January 2021 (effective fouahn
periods beginning on or after 1 January 2021)

« Amendments to IFRS 4 “Insurance Contracts” deferralof IFRS 9adopted by EU on
15 December 2020 (effective for annual periodsro@gp on or after 1 January 2021)
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The Group does not adopt these new standards agwldaments to existing standards before
their effective date. The Group anticipates that tdoption of these new standards,
amendments to the existing standards and new istatipns will have no material impact
on the financial statements of the Group in théogeof initial application.

i) Standards and Interpretations issued by IASB but nbyet adopted by the
EU

At present, IFRS as adopted by the EU do not saamifly differ from regulations adopted
by the International Accounting Standards BoardS@) except for the following new
standards, amendments to the existing standardsendinterpretation, which were not
endorsed for use in EU as at 29 April 2021:

 IFRS 17 “Insurance Contracts” including amendmentsto IFRS 17 (effective for
annual periods beginning on or after 1 January 023

« Amendments to IFRS 3 “Business Combinations”; IAS & “Property, Plant and
Equipment”; 1AS 37 “Provisions, Contingent Liabilit ies and Contingent Assets™
Annual Improvements (effective fog annual periodggiibning on or after 1 January
2022),

« Amendments to IAS 1 “Presentation of Financial Staments” - Classification of
Liabilities as Current or Non-Current (effective Bmnual periods beginning on or after
1 January 2023),

« Amendments to IFRS 10 “Consolidated Financial Stamments” and IAS 28
“Investments in Associates and Joint Ventures™ Sale or Contribution of Assets
between an Investor and its Associate or Joint Mentand further amendments
(effective date deferred indefinitely until the easch project on the equity method has
been concluded).

* Amendments to IAS 1 “Presentation of Financial Staments” and IFRS Practice
Statement 2- Disclosure of Accounting policies (effective forraral periods beginning
on or after 1 January 2023),

« Amendments to IAS 8 “Accounting policies, ChangesiAccounting Estimates and
Errors” — Definition of Accounting Estimates (effectiver fannual periods beginning
on or after 1 January 2023)

The Group anticipates that the adoption of these standards, amendments to the existing

standards and new interpretations will have no ritienpact on the financial statements of
the Group in the period of initial application.
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5.

Group of consolidation

The Bank has performed an analysis in order to @@mvhether as an investor it controls
its investees, and to what extent the control exiBhis control determines the disclosure of
the investees as a subsidiary, joint arrangemeirit (pperation or joint venture) or as an
associate in the consolidated financial statematse Group.

The conclusions were prepared in accordance wehlikernational Financial Reporting
Standards and the Accounting policies (4. Finarstetement presentation, 4. Consolidation,
4. Investments in jointly controlled entities arsdaciated companies).

The Bank, as the first step of the analysis comsitlee relevant activities of the investees;
subsequently analyses to what extent the Groupxpesed to variable returns from its
involvement with the investees, as well as whetheough its voting rights, delegated
officers or other contractual rights the Group lideato affect those returns, namely it has
power over the investees.

The Group consolidates those subsidiaries, whigratp as finance company, investment
fund, subsidiary company and their total assetsreme than HUF 3,000 million.

Subsidiaries (businesses to be included in thecuikolidation approach) were excluded as
well, in case three of the following conditions goimtly met:
* the net revenues are less than HUF 500 million,
» the share capital is less than HUF 500 million,
* the total equity is less than HUF 1,000 milliongan
« the amount of total assets is less than HUF 3,0libm because those investees
are not considered material.

In case one of the subsidiaries of the exemptedidiabies is to be consolidated based on
the above thresholds, then the previously exengibdidiary must be consolidated as well.

Jointly controlled entities and associated compafusing equity method of accounting) can
be exempted from the consolidation, if three offtilewing conditions are jointly met:
» the Group’s share in net revenues are less than3@0mnillion,
» the Group’s share in share capital is less than BQIFmillion,
» the Group’s share in total equity is less than HLIOO million, and
» the Group’s amount of total assets is less than BI®BO million, because those
investees are not considered material.

Furthermore the Bank can exempt the subsidiarytljoicontrolled entity and associated
company from the group of consolidation, if:

» the headquarter is situated in a country, wherddbal system does not allow the
submission of the necessary data and information,

» the consolidation would lead to misleading res(gesticularly, in case the duration
of the control or the participation is foreseeméoless than one year),

* MKB'’s ability to control the investee is restrictiyally or contractually,

* without these entities, the consolidated finanstatements of the Group provide a
true and fair view about the financial position gmefformance of the Bank and
other subsidiaries. In case there are more subisislieomplying with this requisite,
they must be examined together, whether the exempfi these entities distort the
true and fair value of the parent company and ashesidiaries, namely the sum of
the total assets and contingent liabilities indingllly and collectively are less than
1% of total assets and contingent liabilities & garent company,
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* in case the entities do not reach the minimum efd&fined conditions individually,
but they exceed those collectively, they cannotdmesidered negligible, the Bank
does not exempt them from the group of consolidatio

Entities included in Group of consolidation anditlaetivities are as follows:

5.1
2020
Company Perc_entage @i e r_cem:age i . (Gl (.)f Brief description of activities
equity owned voting rights incorporation
Euro - Immat Uzemeltetési Kft. 100.00% 100.00% Hungary Intangible assets, license maintenance
MKB-Euroleasing Autélizing Szolgaltaté Zrt. 100.00% 00100% Hungary Car and consumer finance activiti®rdinance activities
MKB Bank MRP Szervezet 100.00% 0.00% Hungary Speciglgue entity for the Employee Share Program
MKB Uzemeltetési Kift. 100.00% 100.00% Hungary Property operation and mainies
Retail Prod Zrt. 100.00% 100.00% Hungary Car and consumer financeit@stiv
MKB-Pannédnia AlapkezélZrt. 49.00% 49.00% Hungary Investment fund manage metivity
MKB Digital Szolgaltat6 Zrt. 100.00% 100.00% Hungary d&rvices
2019
Company Pert?e HER G R rgemgge o . Gy _Of Brief description of activities
equity owned voting rights incorporation
Euro - Immat Uzemeltetési Kft. 100.00% 100.00% Hungary Intangible assets, license maintenance
Exter-AdéssagkezeKft. 100.00% 100.00% Hungary Colecting receivables
Extercom Vagyonkez&Kft. 100.00% 100.00% Hungary Property investments
MKB-Euroleasing Autélizing Szolgattaté Zrt. 100.00% 00100% Hungary Car and consumer finance activitégrdinance activities
MKB Bank MRP Szervezet 100.00% 0.00% Hungary Speciglgae entity for the Employee Share Program
MKB Nyugdijpénztart és Egészségpénztart Kiszoldio 100.00% 100.00% Hungary Other financial services
MKB Uzemeltetési Kit. 100.00% 100.00% Hungary Property operation and mainten
Retail Prod Zrt. 100.00% 100.00% Hungary Car and consumer financeitiestiv
MKB-Pannénia Alapkezé|Zrt. 49.00% 49.00% Hungary Investment fund manage metitity
MKB Digital Szolgéltaté Zrt. 100.00% 100.00% Hungary  d@&rvices

The conclusions related to the entities examinedydken down by activities
a) Vehicle financing:
MKB Euroleasing Group

MKB Euroleasing Group, as one of the leading domdsasing companies, continues to be
highly active and dominant as in previous yearsninalue to its strong market share in car
financing and financing agricultural machines. Iddiéon to these segments, MKB-

Euroleasing Group provides its clients with a falhge of services in financing commercial
vehicles and general purpose machines.

The goal of the MKB Euroleasing Group (considetting segments and the portfolio within
the segments) is to build a risk and business sified portfolio that ensures the long-term
operation of a profitable business model, taking iaccount both the financing segments
and the portfolio of contracts within the segments.

In 2020, the Group dynamically increased its nenwariicing volume. Managed portfolio also
rose, which contributes significantly to furthemirovement of operational efficiency. In the
car financing and the agricultural machine finagcgegments MKB Euroleasing is one of
the three largest market participants.

MKB Euroleasing’s strategic goal is to retain theeady secured market share and status as
a leading domestic leasing company, provide fortadle market presence primarily by
strengthening vendor, supplier and importer refeivps and developing new ones. In
addition, the Group is at the forefront of devehmpiand deploying innovative digital
solutions to serve the needs of its customers artdgrs.
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Members of the MKB-Euroleasing Group are the financing companylKB-Euroleasing
Autélizing Zrt. (directly 100% owned by MKB BankRetail Prod Zrt., which is also a
financial company (directly 100% owned by MKB-Ewasing Autdlizing Zrt., indirectly
100% owned by MKB BankEuroleasing Kft. (directly 100% owned by MKB-Euroleasing
Autélizing Zrt., indirectly 100% owned by MKB Bankyhich provides back office services
also within the Group and to external partners, thiedCE Kft. (directly 100% owned by
MKB-Euroleasing Autdlizing Zrt., indirectly 100% owd by MKB Bank), which performs
tasks related to debt collection.

MKB Bank applies full consolidation approach to MiRIroleasing Autélizing Zrt. and its
wholly owned subsidiary Retail Prod Zrt.

Euroleasing Group’s profit after taxation for tH&2@ amounted to HUF 1,598 million.
b) Managing

Handling of Property, plant and equipment and Intargible assets, providing
services

MKB Uzemeltetési Kft.
Euro - Immat Uzemeltetési Kift.

Management of investment funds

MKB-Pannodnia AlapkezélZrt. (minority interest)
Solus Capital Kockazatikealap-kezdl Zrt.

On 19 October 2017, MKB Bank Nyrt. acquired 49% onity interest in
Pannonia CIG Alapkez&lZrt. by raising capital. Due to the transactioarghcapital rose to
HUF 306 120 000. MKB is not able to affect the sate returns and control the relevant
activities; therefore it was consolidated with égqunethod as joint venture. The company
was renamed MKB-Pannodnia AlapkezeFrt. and its headquarters and location also
changed. MKB Panndnia Alapkeéekrt. is specialised primarily — besides other fica
services — in investment fund management and piortimanagement activities. The
company aims to satisfy needs relating to assetagament in a professional manner,
meeting the requirements of international normsvak. One of the fundamental objectives
of MKB-Pannédnia Alapkezél Zrt. is the continuous increase of market shaekingy into
account the changes in the pension insurance markethe related consolidation needs, the
company places still particular emphasis on theauig@gpn of new customers for pension
fund. Besides providing successful asset managesemntices for voluntary and private
pension funds, MKB-Pannoénia Alapkeielrt. has been focusing since 2018 also on the
management of open-end investment funds, furtherraorthe acquisition of new customers
as well.

Solus Capital Kockazatidkealap-keleé& Zrt. is owned 99% by MKB-Pannonia Alapkezel
Zrt. and 1% by MKB Bank. The company manages ctigréwo funds: Solus I. and Solus
Il. Venture Capital Funds.

Solus I. Venture Capital Fundis a hybrid fund co-financed by the Smart Speradions
Venture Capital Scheme (GINOP-8.1.3/B-17), and W¢BMGroup and its strategic partners
as private investors. By the end of 2023, Solusill.invest venture capital in innovative
SMEs in a volume of more than HUF 13.4 billion. &oll. Venture Capital Fund had a
portfolio of 28 companies at the end of Decembe2020and investment decision was
already made about 11,542 million.
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Solus Il. Fund, which is co-financed by the Digital Welfare FicanProgram (GINOP-
8.2.7-18), was registered by the NHB on 16 Aug@4dt92 By the end of 2023, Solus Il. will
invest venture capital amounting to almost HUF ldni in micro-, small- and medium
sized enterprises with digital focus. Solus Il. &drad a portfolio of 11 companies at the end
of December 2020, and investment decision wasdramde about 3,620 million.

Information Technology services
MKB Digital Szolgaltat6 Zrt.

An another step to improve the efficiency of operatvas that the Bank established MKB
Digital Szolgéltato Zrt. on 9 May 2019, which whotwned by the Bank. MKB Digital Zrt.
began its operation on 1 June 2019 with a stafisteared from MKB Bank with successive
employer rights. The purpose of outsourcing isuifilfall IT operation development and
strategic tasks of the Group comprehensively afidiezitly and to top digital IT service
provider's model for the Bank..

In 2020, the Pandemic has posed a major challentfeetentire Banking Group from an IT
point of view, which was handled by the transitfoom office job to smooth work-at-home
by MKB Digital Zrt. Last year, MKB Digital Szolg&to Zrt. participated in two projects
outside the Group, which were the first steps icob@ng a market service provider. In order
to strengthen the competencies of the CORE systease competencies have been
outsourced to a subsidiary of MKB Digital Zrt.

Profit after tax achieved in 2020: HUF 82.19 millio
C) Employee Share Ownership Program

On 14 July 2016 MKB Bank established the Employlear& Ownership Program (ESOP) in
order to purchase and manage the Bank's sharesdigeu empleyees. On 14 November
2017 MKB Bank established and registered another PMRrganization (“MRP
organization”) to manage the rights to buy shareklmonds are granted on the remuneration
policy on allowance of top management. The orgdioisaas an independent legal entity
ended its operation on 30 June 2019, therefordaiks granted by Employee Share
Ownership Program (ESOP). The Bank is exposed ¢ovHriable returns of the MRP
organization because employee shares that sene lassis for unearned performance
bonuses are returned to the Bank and therefor®Ri@ is recognized as a special purpose
entity in the Group's financial statements.

d) Non-consolidated entities

The percentage of equity owned by the Group as agethe total asset and total revenue of
the below listed companies is not material andetloee exempted from the group of
consolidation:

Subsidiaries:
* MKB Ingatlan Kft.
e Extercom Kft.
» Exter-Real Kft.
e Exter-Immo Zrt.
» Euroleasing Kift.
 |.C.E. Kft.
MKB Inkubator Kft.
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* Arete Zrt.
* MKB Nyugdijpénztért és Egészségpénztart Kiszol¢dto

Associates:
» Pannonhalmi Apéatsagi Pincészet Kft.

Other affiliated entities:
» Danube Capital R&A Zrt.
» Danube Capital Advisory Kift.
* MKB Consulting Zrt.
» Consulting VagyonkezélKft.
e St34dy IT Services Kift.
» Solus Capital Kockazatickealap-kezé Zrt.
e Garantiga Hitelgarancia Zrt.
s SWIFT
« Budapesti Ertékizsde Zrt.
« CIG Pannonia Eletbiztosito Nyrt.
» Elevator Lending Kft.
» Elevator Technologies Kift.
» Family Finances Kift.
» FintechX Technologies Zrt.
* Blueopes Zrt.
» Tokeportél Zrt.
» Coinrule Ltd.
o Cégjeld Kift.
* Amon Card Ltd
e Judulimp S.A.

e) Other entities sold and de-consolidated during theeporting periods
On 27 February 2020, MKB Bank sold its 5% inteiestore Solutions Kft.

On 1 April 2020, MKB Bank sold its 100% interestMKB Kockéazati Tokelap-kezed Zrt.
to NUKLEUS Consulting Kft.

On 18 May 2020, MKB Bank Nyrt. sold its interest HExter Adossagkezel Kift.,
representing 100% of the share capital and votigigts, to Danube Capital R&A Zrt. In
accordance with the NBH’s permission on the modifan in the close relationship, Exter
Adossagkezél Kft. was removed from the Bank's accounting anatipntial consolidation
scope on 31 August 2020.

Due to the 100% of ownership in Extercom Kft. thanB is entitled to delegate chief
officers, and so could control the relevant aaggitof this company. Financing of Extercom
Kft. is provided fully by MKB Bank. On 30 Septemb&020, in accordance with the
permission of the NHB, Extercom Kft. was removeanir the Bank’'s accounting

consolidation scope. The Company was also exenipiedconsolidated supervision on the
date of delisting.

MKB owns 100% of the shares of MKB Nyugdijpénztést Egészségpénztart Kiszolgald
Kft. and has 100% of the voting rights. AccordingKB is entitled to appoint chief
executives. The main tasks of the Company aredwige administrative and IT assistance
to the voluntary and private segment of MKB Penstamd, as well as to the MKB-
Pannonia Health and Mutual Fund, and to providbrteal conditions for the uninterrupted
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operation of the Funds. At the end of the reporiagod, in accordance with the permission
of the NBH, Kiszolgalé Kft. is included in the Gnoa financial statements as a non-
consolidated subsidiary, as it was removed fronsttuwe of consolidation and consolidated
supervision as of 30 September 2020.

The result generated by the companies de-recognieelified the Group's result until the
date of de-recognition.

f) Other entities purchased during the reporting perials

On 14 May 2020, ST34DY IT SERVICES Kft. was estsiidid by MKB Digital Zrt. and
R34DY Zrt., in which MKB Digital Zrt. holds 49% iatest directly and the same interest is
held by MKB Bank indirectly.

MKB Bank Nyrt. carried out a capital increase in BliConsulting Zrt in August 2020, after
which it has a direct shareholding of 64.65%.

6. Risk management
a) Introduction and overview

All the Group’s activities involve a certain degrekrisk assumption. The measurement,
evaluation, acceptance and management of theseaiskintegral parts of the Group’s daily
operative activity.

Risk management is an integral part of the Grooperations and a crucial component of its
business and overall financial performance. Theu@srisk management framework has
been designed to support the continuous monitafripe changes of the risk environment
and is supported by the strong commitment to agmudsk management culture both on the
strategy and business line levels.

The main principles and priorities of the Groupiskrmanagement function include the
ultimate oversight by the Board of Directors (thpp@val of the Supervisory Board is also
required for some specifically defined risk deansip the importance of independent review
of all risk-taking activities separately from busés lines, and the proper evaluation,
diversification, limitation, monitoring and reporg of all risks. Decisions in respect of
major risk principles are approved at group leaeld are implemented individually by the
own decision making boards of the Group members.

The effective communication on risk and risk apgpetthe on-going initiatives to better
identify, measure, monitor and manage risks, th@ravement of efficiency, user-
friendliness and awareness of key risk processdspaactices, and the employment of
highly-skilled staff are the bases of running afeefve risk management function in the
Group.

The Group has exposure to the following risks tgihjc from its use of financial
instruments:

» credit risk:
The risk of lending comprises the potential risktloé business partner failing to
fulfil its payment obligations or failing to do sm time as well as the risk of the
value of the receivable diminishing because theiness partner's credit rating
decreases. Risks originated from loans or othar tgpe commitments extended to
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associated enterprises are also included in theugZocredit risk managing
mechanism.

e country risk:
The country risk generally refers to a potentiaislériggered by economic, political
or other event which takes place in the particatauntry and cannot be controlled
by the Group, as creditor or investor. As a resfituch event(s), the obligor cannot
fulfil its obligation in time or at all, or the Gup is unable to enforce its rights
against the obligor. The components of the counsly are transfer risk, sovereign
risk and collective debtor risk.

e participations risk:

The participations risk is defined as the risktedao the following events:

0 potential losses from providing equity / equitytiasnents or subordinated loan
capital. This involves potential losses realisedrduthe sale of participation or
loss occurring as a result of a participation’sKsaptcy, the (partial) write-off
of the participations (also including write-off #etl on business or company
value or goodwill value), i.e. loss suffered on buek value of the investment

0 potential losses from a possible commitment / ligbextended in addition to
equity investment (i.e. profit / loss transfer agnents), letters of comfort,
capital contribution commitments, additional furglimbligations)

0 potential losses originating from other risks agged with the participation
such as reputation risk, operational risk, exchaagerisk.

» market risk (including foreign exchange and interate risks):
Market price risk comprises potential losses frdmargyes in market prices in both
the trading and banking books.

» liquidity risk:
The Group defines liquidity as the ability to seitgepayment obligations entirely as
they fall due and to fund new business at all timethout having to accept
unplanned liquidation losses on the asset sidea@eased refinancing rates on the
funding side.

» operational risk:
Operational risk means the risk of loss resultirggrf inadequate or failed internal
processes, people and systems or from externatsev®perational risk includes
legal risk, conduct risk, reputational risk, modwg]l risk and information and
communication technology (ICT) risk. Operationalkridoes not include business
and strategic risks.

* legal risk:
Legal risk is the risk of losses due to the noneolmnce of the scope set by legal
provisions and jurisdiction caused by ignorancek laf diligence in applying law, a
delay in reacting to changes in legal frameworkditbons, unexpected or ex post
facto changes in legal framework respectively codiverse legal judgements from
the Group’s side.

» conduct risk:
The conduct risk is classified among the operatideks and reflects any risk in the
supply of financial services originated from andequate supply of services or
deliberately exhibited impermissible conduct. Tinisludes risks arising from fraud
and unfair, unethical or aggressive trading prastitarmful to consumers.
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* reputational risk:
Reputational risk is defined as risks have indireffect on liquidity, capital or
profitability based on unfavourable consumer, maghip, shareholder, investor or
official sentiment, which is cancelled from the Gp&s expected assessment level.

* model risk:
Model is the risk of loss resulting from decisiobased on using insufficiently
accurate models. Mistakes in models are not netlys®a not primarily occur from
negligence instead limitations of knowledge, nailegh data, or changes that cannot
be read from past data: simply the fact that thdetsare never perfect.

* information and communication technology (ICT) risk
ICT risk means the current or prospective riskassks due to the inappropriateness
or failure of the hardware and software of techniodrastructures, which can
compromise the availability, integrity, accesstiiliand security of such
infrastructures and of data. ICT risk also include&s occur from outsourcing of
ICT relevant systems.

» real estate risk:
Real estate risk covers potential losses that coegdlt from fluctuations in the
market value of real estate owned by Group. Rdatesisks arising from collateral
provided for real estate loans are covered undslitarisk.

e strategic risk:
Strategic risk is defined as the negative impactapital and income of business
policy decisions, deficient or unsatisfactory impéntation of decisions, or slow
adjustment to changes in the economic environment.

* business risk:
Business risk is defined as unexpected changeiseire¢conomic environment that
cause negative changes in business volume or nsaagid are not attributable to
other types of risk. It quantifies the differenatveen planned and actual costs and
income.

Below information is presented about the Group’posxire to each of the above risks, the
Group’s objectives, policies and processes for oma@y and managing risk, and the
Group’s management of capital.

b) Risk management governance

The Group's Risk Strategy was set up in consistefitbethe Business Strategy, the Business
Strategy of the Magyar Bankholding Zrt. and theufations of the NBH. The tasks
incorporated in the Risk Strategy aiming at ensaréalanced risk/return relationship,
development of a disciplined and constructive adnénvironment, defining the Group’s
risk assumption willingness, risk appetite anddhegoing ability of the Group to manage its
risks and the maintenance of its funds to covée eigposures in long term. This will also
ensure the capital preservation and guaranteethersy of the Group at any time.
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Committees Main responsibilities

Data in HUF million except stated otherwise

Supervisory Board

Control on the highest level of the harmonized pmdient operation of the Bank and the credit
institutions, financial enterprises and investmamhpanies under its controlling influence;
Management of the company, and steers the compatsteal audit organization;

Analyzing of the regular and ad-hoc reports pregidmethe Board of Directors.

Audit Committee

The Audit Committee assists the Supervisory Board in thet afithe financial reporting system anc in
the selection of the auditor and in cooperatioh wie auditor.

Risk and NPL Committee

As part of its ongoing monitoring of the Bank's risk-takirtgasegy and risk appetite, the Risk and NPL
Committee reviews the risk strategy, remuneration poliey quarterly risk report in advance, approves
the NPL Strategy and related implementation plan for ther,yead monitors the high non-performing
loan rate and the NPL Strategy.

Remuneration Committee

The Remuneration Committee is a consultative body thatsesesr the remuneration of directors and
employees in risk management and internal lines of defemakprepares remuneration decisions based
on the long-term interests of shareholders, investad other stakeholders in the company.

Nomination Committee

The Nomination Committee is responsible for nonmigeand recommending nominees to the Supen
Board and the Board of Directors, with the exception of themimers of the Supervisory Boeird
representing the employees.

Board of Directors

As the company’s operative managing body it carries out gement-related tasks and ensures the
keeping of the company’s business books in congaiamith the regulations;

Tasks related to the shares and dividend;

Tasks related to the company’s organization angesobactivities;

Tasks related to strategic planning (preparation of théness policy and financial plan, and approvell of
the risk strategy);

Approves the policies related to risk assumptions;

Evaluation of regular and ad-hoc risk reports.

Managing
Committee

Highest level operational decision preparation dexision making body;

It operates as the supporting organisation to the genemattdr in decision preparation of general
executive cases. In affairs relating to operation of the M&®up or the organisation of the compeny,
or cases relevant to compliance and protection againstyrianedering, and supervision it operates as
decision making body.

Credit Committee

Permanent body with the highest delegated deamiking authority under the Board of Directors;
Make decisions on credits case-by-case according to ttheDRisision Competence Regulation, except
of the customers handled by Restructuring and Beliagement Directorate.

Restructuring and Debt
Manage ment Committee

Organization with the highest level risk decision autlyoniegarding the customers handled by
Restructuring and Debt management Directorate;

Decision-making competency for credit decisions on deafglled by the Directorate according to the
Risk Decision Competence Regulation;

Authority regarding decision making in terms of debt-tsetsand debt-to-equity conversation as it is
determined in the Risk Decision Competence Regual@ssumption.

ALCO

The asset and liabiity management and management of thgpGriiquidity, funding, capital adequacy
and market risks;

Elaboration of policies in principle for the managementiafidity risk, interest rate risk, exchange rate
risk (foreign exchange and securities), capital adequaky and the submission of this policy to the
Board of Directors at MKB and Group level, incluglin

= measurement guidelines and limit system foratheve risks;

= competence and decision-making mechanism;

= guideline for managing limit excess.

Investment, Operation and
Project Priorisation
Committee

Is responsible for ensuring the bank's overall stsicture and control over its revenue;

Development needs, programs, investments and costs atssbeiith IT developments, projects and
other initiatives, and the decision-making body respdmdidr the related resource allocation, the task of
which is to ensure consistency between the developmentsnaed the strategic objectives of the
banking group;

Develop and adopt the bank's product development processegiated with the pricing principles in

accordance with the bank's business model and the risk mamay strategy, control the product and
service palette profitability.

Ethical Committee

it is responsible for supporting compliance with the basingples and expected behaviour patterns
stipulated in the Bank's Ethical Code, furthermore, it uisses and decides on ethical issues and misuse
cases of particular significance brought forward whichid@ose a threat to the Bank's operation and
reputation

Internal Defence Lines
Committee

it is responsible for the integration of communication agtme various defence lines and making them
regular and systemic features, and for the improvement atablshment of communication chanrels
where appropriate.

by means of preventive and proactive activities it ensunesespect of the MKB Group timely and
effective identificaton and management of any risk whiabuld lead to legal non-compliance, or
investigation conducted by external authorities or to tlleption by the supervisory authorities of
resolutions condemning the Bank's operations, and it geevfor immediate correction measures as
necessary
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c)

Credit risk

Credit risk is the risk of financial loss if a caster or a counterparty fails to meet an
obligation under a contract. It arises principdityn the Group’s lending, trade finance and
leasing business, but also from certain off-balgmemucts such as guarantees, and from
assets held in the form of debt securities.

For risk management reporting purposes, the Grouagiders and consolidates all elements
of credit risk exposure (such as individual obligefault risk, country and sector risk).

Credit risk management

The members of the Group have standards, policgpeocedures dedicated to the effective
monitoring and managing risk from lending (incluglidebt securities) activities. The Bank
sets a requirement for the Group members to elebaral publish their own regulations that
comply with the Group-level rules approved by iheTrisk management of the members of
the Group control and manage credit risks at higindards, in a centralised manner. Its
responsibilities include:

Formulating the Group member’s credit policy in soltation with business units by
establishing credit approval policies, standardsjtd and guidelines that define,
guantify, and monitor credit risk.

Establishing the authorisation structure for therapal and renewal of credit
facilities. In order to establish an adequate ¢rddcision-making system in which
decisions are made on time, the limit amounts atabished differently according
to the customer segment, the customer quality dmed business line, for the
delegated credit decision authorities and the tsardl individual decision-makers
of the Business and Risk Units.

Monitoring the performance and management of redad wholesale portfolios
across the Group.

Supervising the management of exposures to debtises by establishing controls
in respect of securities held for trading purposes.

Establishing and maintaining the Group membersceatration risk management
policies ensuring that the concentration of expeslaes not exceed the limits stated
in the internal and regulatory limit systems andiaamtration risks are effectively
managed without any need for additional capitaliregnents if possible.

Developing and maintaining the Group members’ askessment systems in order
to categorise the exposures according to the dejrbe risk of financial loss faced
and to manage the existing risks adequately. Thpoge of the credit (deal)
classification system is to define when impairmaiaty be required against specific
credit exposures. The risk categorisation systensists of several grades which
reflect sufficiently the varying degrees of risk défault and the availability of
collateral or other credit risk mitigation optiowth regard to a specific exposure.

Providing position statements, guidance and pradfeas support to the business
units of the Group members in credit risk managemen
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Each group member must implement and apply thatgeticy, harmonised at group level,
with credit approval authorities delegated by tliharised decision maker bodies. Each
Group member must prepare regular and ad hoc sepwmrthe local management and, in
certain cases, to the Group leader covering themegses and events of lending. Each
group member is responsible for the quality andiltesof its credit portfolio and for
monitoring and controlling all credit risks in ip@rtfolios. This includes managing its own
risk concentrations by market sector, geographypaduct. The control systems applied by
the Group enable the Group members to control aoditor exposures by customer and
retail product segment.

In order to comply with the prudential requiremen®oup developed and operates its
borrower group forming concept. As part of thate thorrower group-levemonitoring
concept is to be highlighted. According to the pgses, the complete risk assumption
process must be executed at the level of borroweups: in the case of the individual
groups the limit proposal and monitoring processdach individual group members takes
place at the same time based on the collectiveysisaind consideration of risks.

With regards to the management of concentratioksri&sroup implemented the global
concept of concentration risk limits. As part of ttoncept, the Group set up bank and sector
level KPI's (key performance indicator) set and durct limits, in order to restrain the
assumption of further risks arising from the chseastics / risks rooted in different sectors
and the assumption of risks of products represgttigh or special riskAiming at avoid
high risk concentration within the portfolio, th@ncentration risk limit value has been
established for the total bank portfolio, with ttgoulation that the limits of the individual
customers / customer groups may exceed this taadige only in extraordinary and justified
cases, based exclusively on the strategic guideliperoved by the relevant Committee.

The tables required by CRR, but not presentedigmMote are available in the Disclosure

according to Regulation (EU) No. 575/2013 prepdrgthe Group, available on our website
www.mkb.hu.
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The table below shows the Group’s maximum exposaoreredit risk at the end of the
reporting period:

6.1

el sl Loans and Loans and Derivative OFF BIS

exposures

31 December 2020 advances to advances to  Securities financial

equivalents
a banks customers assets

Individually impaired

Non-default - - 8650 - - -

Default - - 11534 - - 829
Total individually impaired gross amount - - 20184 - - 829
Total individually impaired allowance for impairmten - - (9 724) - - (381)
Total individually impaired carrying amount - - 10 460 - - 448

Collectively impaired

Non-default 271557 82 657 1023949 550 106 - 326 605
Default - - 18 639 - - 487
Total collectively impaired gross amount 271557 82 657 1042 588 550 106 - 327 092
Total collectively impaired allowance for impairnten (34) (40 (36 235) (168) - (1753)
Total collectively impaired carrying amount 271523 82617 1 006 353 549 938 - 325 339

Past due but not impaired

Non-default - - 280 - - -
Default - - 23 - - -
Total past due but not impaired carrying amount - - 303 - - -

Neither past due nor impaired

Non-default 22 660 941 95 908 - - 85 317

Default - - - - - -
Total neither past due nor impaired carrying amount 22 660 941 95 908 - - 85 317
Total assets measured at fair value - - 938 624 089 23 262 -

Other contingent liablities

Gross amount of other contingent liablities - - - - - 3561
Provision for other contingent liablities - - - - - (696)
Total gross amount 294 217 83 598 1159921 1174195 23262 416 799
Total allowance for impairment (34) (40) (45 959) (168) - (2 830)
Total carrying amount 294 183 83558 1113962 1174027 23262 413 969

sl sl Loans and Loans and Derivative OFF BIS

exposures

31 December 2019 advances to advances to  Securities financial

equivalents
a banks customers assets

Individually impaired

Non-default - - 9991 - - -

Default - - 18 039 - - 361
Total individually impaired gross amount - - 28030 - - 361
Total individually impaired allowance for impairmten - - (16 062) - - (216)
Total individually impaired carrying amount - - 11 968 - - 145

Collectively impaired

Non-default 3269 60 648 900 022 286 468 - 289 526
Default - - 23933 - - 335
Total collectively impaired gross amount 3269 60 648 923 955 286 468 - 289 861
Total collectively impaired allowance for impairnten - (20) (30 306) (82 - (1 245)
Total collectively impaired carrying amount 3269 60 628 893 649 286 386 - 288 616

Past due but not impaired

Non-default - - 416 - - -
Default - - 28 - - -
Total past due but not impaired carrying amount - - 444 - - -

Neither past due nor impaired

Non-defauft 52119 1764 22 894 - - 66 143

Default - - 35 - - 60
Total neither past due nor impaired carrying amount 52 119 1764 22929 - - 66 203
Total assets measured at fair value - - 1323 314 508 18 193 -

Other contingent liablities

Gross amount of other contingent liablities - - - - - 1228
Provision for other contingent liablities - - - - - (1058)
Total gross amount 55388 62412 976 681 600 976 18 193 357 653
Total allowance for impairment - (20) (46 368) (82) - (2 519)
Total carrying amount 55 388 62 392 930 313 600 894 18 193 355 134
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The effect of pandemic on the Credit risk manageren

Because of the general payment moratorium thesydtes not calculate delays, thus status
was frozen by the Group on March 18. Except foertB who voluntarily undertake the
payment during the moratorium period, where trad#i credit behaviour can be measured.

For customers in the moratorium, the Group usesraltive solutions that can be used to
track changes in credit risk:
For retail customers:

» For customers with primary banking relationshigg @roup monitors the changes in
income credits. It can help in the estimation @f thtio of future default in the terms
of customer and product group.

» The Group has a risk model based on CRM data whitlide account and credit
card history that allows the Group to revise thentls rating on a monthly basis
without credit behaviour information. To do thigtabases are available monthly,
and the Group can examine the evolution of custdewel ratings.n addition for
covering the potential stage 2 transactions manageaverlay was recognized.

For corporate customers:

* The Group continues to determine the extent of impent based on the rating
grades and monitoring results. For the rating, @meup identified the industries
under stress. And the standard monitoring activity been completed by sector and
individual customer level categorization basedladstimated crisis impact.

* Changes in the risks include in the potential éffeaf pandemic are measured at
individual level for each customer, which is refet in the rating and also in the
monitoring process.

* Where identified risks require a unique plan ofactvill be applied.

In addition to the above, the Group also updatedl ritacro parameters for the whole
portfolio. The Group applies the most recent patamdrom the MNB Inflation Report, and
above that management overlay is added basedemahtress parameters.

In summary, the Group's current modelling methogypls capable of creating a new risk
measure on the basis of the above informationlldiva to create well-defined customer
profiles for customer management. The managementays were constituted by the Group
because of the uncertainty arisen from the curggtdemic situation, the expected
regulatory expectations and the future variabditghe economic climate.
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The net exposure of Group's customers under maratawas as follows (percentage of the
portfolio is based on the total amount of the Gisuygt exposure):

6.1.1
31 December 2020 Number of loans Outstanding balance @ portfolio

Core business

Wholesale
Refinanced loan 85 17 953 24.19%
Funding for Growth Scheme 581 22944 20.21%
Overdraft 327 18 835 48.76%
Széchenyi Loans 1292 15 823 36.25%
Car finance 570 1908 2.17%
Other 2 042 67 614 16.93%
Total Wholesale 4 897 145 077 18.77%
Retalil
Residential mortgage 13 365 92 822 49.05%
HUF 13 294 92 036 48.81%
Foreign currency 71 786 82.05%
Overdraft 7 392 642 83.05%
Personal loan 4796 3543 39.76%
Car finance 9 700 25726 26.84%
Other 1608 25 218 58.46%
Total Retail 36 861 147 951 27.95%
Total Core business 41 758 293 028 26.349

Non-core business

CRE - - 0.00%

Total 41 758 293 028 26.319

The gross exposure and the impairment of Groupsomers under moratorium was as
follows on 31 December 2020:

6.1.2

Gross amount*

Non-impaired loans Impaired loans

POCI Loans at FVTPL

Stage 1 Stage 2 Stage 3

Retail
Low risk 33021 510 - 2 184
Medium risk 89571 10 969 - 1708 98
High risk 4313 6871 - 943 4
Default - - 5795 2188 8
Total Retail 126 905 18 350 5795 4841 294
Wholesale
Low risk 12 540 13 - - -
Medium risk 96 860 5207 - - 272
High risk 2 606 34 390 - - -
Default - - 9479 -
Total Wholesale 112 006 39 610 9479 - 272
CRE
Total CRE - - - -

*Gross amount of loans measured at FVTPL represetits fair value of loans
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Non-impaired loans Impaired loans

Impairme nt POCI

Stage 1 Stage 2 Stage 3

Retail

Low risk 664 26 - -
Medium risk 1957 383 - 231
High risk 105 221 - 143
Default - - 3288 1218
Total Retail 2726 630 3288 1592
Wholesale
Low risk 13 -
Medium risk 1353 275 -
High risk 131 7 264 -
Default - - 7 250
Total Wholesale 1497 7 539 7 250
CRE
Total CRE - -

The modified cash flows of Group's customers unai@ratorium were as follows:

6.1.3

Gross carrying amount before modification 1161 353
Loss allowance before modification (45 959)
Net amortised cost before modification 1115394
Net modification gain/(loss) (2 370)

Impairment gain or loss -
Net amortised cost after modification 1113 024

Offsetting of financial assets and liabilities

This disclosure represents the financial instruséinat are set off or that are subject to an
enforceable master netting agreement or similageagent, irrespective whether they are set
off or not.

As of 31 December 2020 the Group had no enforcaabker netting agreement or similar
agreement which should be set off in accordande Mif 32.42.

The below table presents all the amounts that cpoléntially have been subject to an
enforceable master netting agreement or similaeeagent that are recognized financial
instruments. As these agreements and the amodatsd¢o them as financial collateral do
not meet some or all offsetting criteria in IAS &2, the Group does not apply offsetting to
either of them. This is because the agreementstittgesrights for an offset that is
enforceable only in case of default, insolvency l@nkruptcy of the Group or its
counterparties. In addition the Group or the coyadies do not intend to settle on a net
basis or realize the assets and settle the liakiltimultaneously.

Similar agreements include derivative clearing agrents, global master repurchase
agreements. Similar financial instruments includeriviéitives, sale and repurchase
agreements and reverse sale and repurchase agteeRinancial instruments such as loans
and deposits are not disclosed in the tables baldess they are offset in the statement of
financial position.
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The Group receives and gives collateral in the fafmtash and marketable securities in
respect of following transactions:

e derivatives,

» sale and repurchase agreements, reverse salepamdh@se agreements.
Such collateral is subject to standard industryngerincluding an ISDA Credit Support
Annex.

The table below presents the potential effect efrtot implemented offsetting as well.

6.2

31 December 2020

IAS 32.42 Similar netting arangement

Gross carrying Gross Recognised ne: Carrying amounts  Received Net amount of financial assets

. Carrying amounts +
amount amounts carrying amouni  of accompanied  collaterals - after offsetting/
receivabl. collaterals;

before offsetting of offsetting set off liabilities similar agreement /collaterals
Offsetting financial assets
debit credit debit credit
Derivatives
Derivate financial assets 10735 - 10735 3018 2418 5436 5299
Receivables conceming repos
Loans and advances to customers 82 751 - 82 751 - 82 751 82 751 -
Financial assets under netting agree ments 93 486 - 93 486 3018 85 169 88 187 5
IAS 32.42 Similar netting arrangement
31 December 2020
Gross carrying Gross Recognised ne: Carrying amon!nts Received Canying amounts 4 Net amount of financial assets
amount amounts carrying amouni  of accompanied  collaterals e e | after offsetting/
before offsetting of offsetting set off liabilities similar agreement /collaterals
Offsetting financial liabilities
debit credit debit credit
Derivatives
Derivate financial assets (16 684) - (16 684) 3018 (19 702) (16 684)
Liabilities concerning re pos

Deposit and current accounts 2732 - 2732 - 2732 2732
Financial liabilities under netting agree ments - 3018 (16 970)

IAS 32.42 Similar netting arrangement
31 December 2019

Gross carrying Gross Recognised nei: Carrying amounts  Received Net amount of financial assets|

Carrying amounts 1

amount amounts carrying amouni  of accompanied  collaterals )
receivabl. collaterals

after offsetting/

before offsetting of offsetting set off liabilities similar agreement /collaterals
Offsetting financial assets
debit credit debit credit
Derivatives
Derivate financial assets 31781 - 31781 - 568 568 31213
Receivables conceming repos
Loans and advances to customers 29 413 - 29 413 - - - 29 413
Financial assets under netting agree ments 61 194 0 694 0 568 568 60 62

The gross amounts of financial assets and liadsliiresented in the table above measured in
the financial statements on the following bases:

* Financial assets measured at FVTPL — fair value,

» Derivative financial instruments — fair value,

» Loans and advances to customers — amortised dedtgul collateral — fair value,

» Deposits and current accounts — amortised costgptecollateral — fair value.
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The table below reconciles the Net amount aftesatfing to the related individual line items
of the Statement of Financial position.

6.3

Net amount after

31 December 2020 . . Carrying amount in the  Financial assets not in
offsetting / similar . .
Line item of Statement of Financial agreement / state ment of financial scope of offsetting
INE 1 position disclosure
Position collaterals
Derivative financial assets 10 735 23 262 12 527
Loans and advances to customers 82 751 1113962 1031211

Net amount after

31 December 2020 . . Carrying amount in the  Financial assets not in
offsetting / similar . .
Line item of Statement of Financial agreement / state ment of financial scope of offsetting
INE 1 position disclosure
Position collaterals
Derivative financial liabilties (16 684) 35 406 52 090
Deposits and current accounts 2732 1862 261 1859 529

Net amount after

31 December 2019 . . Carrying amount in the  Financial assets not in
offsetting / similar . .
Line item of Statement of Financial agreement / state ment of financial scope of offsetting
INE 1 position disclosure
Position collaterals
Derivative financial assets 31781 18 193 (13 588)
Loans and advances to customers 29413 930 313 900 900

Net amount after

31 December 2019 . - Carrying amount in the  Financial assets not in
offsetting / similar . .
Line item of Statement of Financial agreement / state ment of financial scope of offsetting
INE 1 position disclosure
Position collaterals
Derivative financial liabilities - 44 263 44 263
Deposits and current accounts - 1226 529 1226 529

Credit risk classification system

The Group’s credit risk classification systems anacesses differentiate exposures in order
to highlight those with greater risk factors angh@r potential severity of loss.

For individually significant wholesale financial s&ds, the classifications are reviewed
regularly and amendments, where necessary, areimnepited at least monthly in terms of
provisions and exposure classification.

Exposures below specific amounts are assesseaateative basis, in relation to which the
credit risk parameters are reviewed at least yeartpore frequently if required, in line with
the changes of the main economic conditions.

The Group for each balance sheet closing datelé$teday of the month) evaluates the
changes in the credit risk that have occurred stheeinitial recognition of the financial
assets and allocate the appropriate stage catsgorie

During the valuation the Group assesses the chantte risk of default over the life of the
financial instrument using all reasonable and stppte information, which is available
without undue cost or effort and without exhaustsearch of information. The Group
represents lifetime credit losses in the case wtredit risk increased significantly.
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The financial assets are initially in the stageafiegory, and they can be returned from stage
2 or from stage 3 if the necessary conditions aréopmed.

The credit risk of the deals are determined byetkitent of change between the initial and the
actual PD level, the duration of the delay, therdlirating and the client handling method. In
case of significant credit risk increase the dealeclassified to stage 2 and lifetime credit
losses are recognised on these financial assets.

If the credit risk of a financial asset increasesthie point that it is considered credit-
impaired (defaulted), the financial asset is trarrefd to stage 3.

In the stage 1, the time horizon is one year, o stage 2 the lifetime PIT PD’s are
estimated. The stage 3 contains the defaulted masty where the PD equals to 1. In the
stage 2, the one year PD is transformed to thenlieePD, based on the Markov chain, and
Vintage analysis estimation of transition probdied and taken into account the
macroeconomic forecast especially the year-on-@&aP forecasts, in the first three years of
the estimation horizon. From the fourth year, ti€Tthrough-the-cycle) PD has been used.

Collective valuation

According to the credit risk characteristics, sanilhomogeneous) financial assets are
subject to collective valuation. The basis for fbemation of homogeneous groups is the
client segmentation and the credit risk producetyp

The collectively allocated impairment and provisimhnmethodology is applied to all retail
clients, to the wholesale customers in stage 1staige 2 and to the wholesale customer in
stage 3 below the client exposure limit.

Determining the collective loss allowance the expagcredit loss (ECL) method is applied
according to the IFRS9.

The expected credit loss is determined on the ludiglse probability of default (PD), actual
losses realized on non-performing transactionsatiteal losses realized on non-performing
deals (LGD) and the credit conversion factor (C@fpability of becoming a balance sheet
item.

The risk parameters are determined based on gatistodels. The models are validated at
least once a year and reviewed if necessary.

The expected credit loss for financial assets agestl is determined on the basis of a 12-
month expected credit loss. Lifetime expected ¢tredises are recognised on the financial
assets in stage 2 and stage 3.

The purchased or originated credit-impaired (POi@iancial assets at the reporting date
represent the cumulative changes in lifetime cradit from the initial recognitionln the
Group's practice, the loans originally disbursedoireign currency have been converted to
forint, and therefore present as POCI assets. aifpimortgage loans were involved.

In the case of financial assets recorded at fdineyahe Group calculates the credit risk

component of the discount factor on the basis ef ghinciples used in determining the
expected credit loss.
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Individual-based valuation

Financial assets in the stage 3 are assesseddudilyi over the exposure limit level. In
determining the level of allowances on individualgnificant financial assets in stage 3, the
Group applies the scenario-based discounted cashnfiethod. The amount and timing of
expected receipts and recoveries, the value dditeodll and the probability of realization are
considered in estimating the allowance in eacha@enThe scenario weights are used in the
calculation of the loss allowance.

The credit conversion factor is taken into accountloss allowance calculation for
contingent liabilities.

In case of financial assets are measured indiVigual fair value the expected loss
calculation uses the cash-flow scenarios.

Write-off policy

The Group, in compliance with the stipulations efidl regulations, writes off a loan /
security balance (and any related allowances fopairment losses) when there is
documented evidence that no further recovery caredygected. This determination is
reached on the basis of a final statement in cédiguadation or upon establishment that
after ceasing the debtor and/or collateral provideexist, and/or after using all proceeds
from collaterals there is still unrecovered expes@maining.

Collateral structure

The Group applies the basic principle, wherebyierds loans primarily in relation to and
based on the customer’s repayment capacity, insi€aelying too much on the available
collateral. Depending on the customer’s paying cépand rating, as well as the product
type, unsecured loans may be extended only intlgtmegulated and controlled cases.
Nevertheless, collateral could mitigate the cradk.

The main collateral types are as follows:
» primarily mortgages on residential properties ia tétail sector;
» pledge on business assets, such as real estatdsasd debtors, in the commercial
and industrial sector;
* mortgages on the financed properties in the comalemal estate sector; and
* securities, guarantees,
* money, securities deposited as collateral.

The Group establishes the coverage ratio requoednflividual exposures and makes its
decisions on the basis of the so-called collatezhle of the collateral items instead of their
market value. This value is adjusted by consergagistimation, which assists the prudent
management of occurring risks, taking into consitien the relevant order of accountability
and resolution making during the action. In caseadfaterals of non-performing clients the
Group applies so-called liquidation value, whicheisablished by the revaluation of the
collateral, involving additional costs arising dwgithe forced sale in relatively short period.

Taking into account the EU and Hungarian regulatryironment and legal practices, and
relying on its own experiences and known Hungaegperiences in the enforcement of the
collateral items, the Group restricted, as mucpassible (within the limits of the economies
of scale) the rules of acceptability of the varieadateral items and the calculation of the
collateral and liquidation values assigned to th€he regular monitoring and revaluation of
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the collateral items securing the individual expesus an important pillar in the Group’s
monitoring system.

The market values determined by the Bank of colddeheld to the amount of the assets’
carrying amounts at the end of the reporting peniece as follows:

6.4

Loans and Guarantees and Letter of Undrawn

advances  contingencies credit credit

Cash deposit 9841 13 505 223 364

Debt securities issued by

Companies 62 185 1298 - 809
Mortgage
Building (incl. plot) 168 774 14 634 6 326 17 904
cher (ship, patent, chattel, goods stoc 188 336 41 539 8704 25 074
lien on assets over total assets, etc.)
Guarantees from
Central governments 177 298 40 143 13 384 24 612
Other banks 20 881 12 489 - -
Companies 63 163 16 647 508 31152
Others 175 872 3116 - 4582

Total collateral 866 350 143 371 29 145 104 497

Loans and Guarantees and Letterof Undrawn
advances  contingencies credit credit

Cash deposit 22 694 10 296 59 843

Debt securities issued by

Central governments 55 - - -

Companies 59 747 411 - 829
Mortgage

Building (incl. plot) 262 346 13271 6 452 17 561

Other (ship, patent, chattel, goods stoc
lien on assets over total assets, 59 211 30 109 7 295 16 702

Guarantees from

Central governments 117 241 28 766 12 758 30 489
Other banks 15 019 689 - -
Companies 31 247 13 254 - 25 322
Others 191 194 2913 - 3 856
Total collateral 758 754 99 709 26 564 95 602
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Valuation methods

The aim of collateral valuation is to conduct adbie and stable evaluation of value, taking
into consideration the fluctuation of market pricése basis of the collateral valuation is
provided by the collateral value (reflecting thelugathat can be realized on its own,
independently from the course of business).

Cash deposits:
In case of bails, if the type of the currency ofntoitments and collaterals is the same, the

amount of bail can be taken into account in 100%.

Securities:
The value of securities equals with the latest sgibée market value. Revaluation is done in
every sixth month.

Mortgage:
In case of real estates the calculation of theatethl value is done on the basis of individual

evaluation of the real estate on the occasion oépton, taking into account minimum
correction factors determined by the Group.

The Group applies 3 main revaluation methods:
e evaluation by experts involved in the list;
» evaluation by the Group’s own experts involvingergint information provided by
the 'list’ experts;
» statistical method mostly in case of residential estates.

Guarantees:

In course of definition of collateral value, theobpability of non-performance of the
guarantee (depending on the quality of the guarpnite Group’s outstanding relevant to
guarantee and the empirical value on possibilitycalling in guarantees are taken into
considerations.

The Group didn't obtain any assets by taking padsasof collateral held as security, or
exercising other credit enhancement options.

The management and processes of such assets dbtmieeregulated in the Group’s
Wholesale and Retail Debt to Asset / Debt to EqRilicy.
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Concentrations

The Group monitors and analyses the concentratfocremit risk in term ofeconomic

activitiesand risk classification.

An analysis on the gross exposures of credit reghkcentration in terms of sector and risk
classification at the end of the reporting perimdshown below:

6.5
Loans and advance: Lioelis &l " Derivative OFF B/S
advances to Securities .
to banks financial assets exposures

customers
Category | - without country risk 29574 10 103 175 2553 618
Category Il - with low to medium country risk 10 052 2374 1547 418 5820
Category Il - with medium to high country risk 17 173 876 242 5
Total exposure 39 643 12 650 2 598 3213 6 443

Loans and advances Loans and " Derivative OFF B/S
advances to Securities )
to banks financial assets exposures
customers
Category | - without country risk 20930 9610 240 4007 1066
Category Il - with low to medium country risk 4205 1970 7271 1753 448
Category Il - with medium to high country risk 16 127 - 48 6
Total exposure 25151 11 707 7 511 5808 1520

» Category | comprises the EMU countries

» Category Il comprises countries with Moody’s ratdgA - Baa3
» Category Il comprises countries with Moody'’s rgtiBal or worse

The Group classified the total exposure accordmghe internationally used and
recognized NACE Statistical Classifications of Ewanc Activities issued by the

European Commission.

The following tables show the gross amount and impent of total exposure by NACE
codes and exposure types at the end of the regqgrénods:

6.6

31 December 2020 Loans and

Cash and cast

Gross amount
Loans and

equivalents advances to banks

Administrative and support service activities

Mining and quarrying

Construction

Manufacturing

Human health services and social work activities
Information and communication

Real estate activities

Public administration and defence, compulsory $eeiaurity
Agriculture, forestry and fishing

Arts, entertainment and recreation

Wholesale and retail trade

Education

Professional, scientific and technical activities
Accommodation and food service activities
Transport and storage

Electricity, gas, steam, air conditioning and watepply

292 860 83523

Financial and insurance activities
Other services (include private retail loans) 1357 75
Total exposure 294 217 83598
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™ Derivative OFF B/S
advances to Securities )
financial assets exposures
customers
397 - - 91
1654 - - 149
78 730 12 333 4003 72 166
151 856 21352 2271 73 326
4500 - - 1013
33970 8 606 13 5084
41 500 5638 321 7 695
119 507 1091 150 4166 52729
15 402 1312 24 4447
10922 - - 11729
65 792 - 453 38 968
335 - 2 296
87 135 2508 74 51380
45 900 - - 1658
51 663 - 97 10 014
68 104 525 118 8116
78 400 26217 9039 32 206
304 154 4554 2681 45732
1159921 1174195 23 262 416 799
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Impairme nt
31 December 2020 Cash and cast Loans and et el " Derivative OFF B/S
equivalents advances to banks advances_to SRS financial assets exposures
customers
Administrative and support service activities - - 34 - - -
Mining and quarrying - - 390 - - 1
Construction - - 7510 - - 382
Manufacturing - - 7888 53 - 529
Human health services and social work activities - - 700 - - 11
Information and communication - - 1609 14 - 106
Real estate activities - - 1165 27 - 55
Public administration and defence, compulsory $seiaurity - - 201 72 - 25
Agriculture, forestry and fishing - - 570 - - 31
Arts, entertainment and recreation - - 870 - - 4
Wholesale and retail trade - - 2158 - - 207
Education - - 21 - - 3
Professional, scientific and technical activities - - 4 690 - - 106
Accommodation and food service activities - - 2825 - - 22
Transport and storage - - 2157 - - 126
Electricity, gas, steam, air conditioning and wastepply - - 4179 - - 22
Financial and insurance activities 34 40 1204 2 - 307
Other services (include private retail loans) - - 7788 - - 893
Impairme nt 34 40 45 959 168 = 2 83(

Gross amount
Loans and

31 December 2019 Cash and cast Loans and " Derivative OFF B/S
equivalents advances to banks EEENBES i3 SREUITES financial assets exposures
customers
Administrative and support service activities - - 481 - - 101
Mining and quarrying - - 1458 - - 97
Construction - - 56 355 - 2775 64 016
Manufacturing - - 145 859 8340 407 61 363
Human health services and social work activities - - 4664 - - 487
Information and communication - - 35418 11 13 3786
Real estate activities - - 25 949 - 73 4599
Public administration and defence, compulsory $seiaurity - - 74 419 559 895 3928 38871
Agriculture, forestry and fishing - - 15 075 - 7 4544
Arts, entertainment and recreation - - 1633 - 5 11798
Wholesale and retail trade - - 62 782 - 391 33 847
Education - - 360 - 1 374
Professional, scientific and technical activities - - 63 361 1317 16 41877
Accommodation and food service activities - - 37810 - - 2078
Transport and storage - - 51 244 - 64 7881
Electricity, gas, steam, air conditioning and wastepply - - 54 264 26 146 12 602
Financial and insurance activities 55 385 62 335 62 255 31387 7 554 35375
Other services (include private retail loans) 3 7 283 294 - 2813 33957

Total exposure 976 681

Impairment
31 December 2019 Cash and cast Loans and Soansjand " Derivative OFF B/S
equivalents advances to banks SENEIERS (D S2EMIES financial assets exposures
customers
Administrative and support service activities - - 36 - - -
Mining and quarrying - - 398 - - -
Construction - - 5781 - - 481
Manufacturing - - 11 740 51 - 289
Human health services and social work activities - - 1119 - - 1
Information and communication - - 1622 - - 72
Real estate activities - - 437 - - 10
Public administration and defence, compulsory $seiaurity - - 289 27 - 9
Agriculture, forestry and fishing - - 283 - - 15
Arts, entertainment and recreation - - 59 - - 3
Wholesale and retail trade - - 2137 - - 118
Education - - 22 - - 4
Professional, scientific and technical activities - - 3522 - - 73
Accommodation and food service activities - - 881 - - 4
Transport and storage - - 771 - - 16
Electricity, gas, steam, air conditioning and wastepply - - 3604 - - 5
Financial and insurance activities - 20 939 4 - 468
Other services (include private retail loans) - - 12728 - - 951
Impairme nt - 20 46 368 82 - 2 514
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d) Liquidity risk

Liquidity risk is the risk that the Group's casbwis may not be adequate to fund operations
and meet commitments on a timely and cost-effectvasis. This risk arises from
mismatches in the timing of cash flows.

Management of liquidity risk

The Group’s approach to managing liquidity is tsume, as far as possible, that it will
always have sufficient liquidity to meet its liabés when due, under both normal and
stressed conditions, without incurring unacceptéddses or risking damage to the Group’s
reputation.

The Group requires its operating entities to mainta strong liquidity position and to
manage the liquidity profile of their assets, lisigis and commitments with the objective of
ensuring that cash flows are appropriately balaaceball obligations can be met when due.

The management of liquidity and funding is primaiglarried out locally in the operating

entities of the Group in accordance with practiaed limits set by the Board of Directors.
These limits vary by entity to take account of tegpth and liquidity of the market in which

the entity operates. It is the Group’s generalgyothat each banking entity should be self-
sufficient with regards to funding its own operato

The daily liquidity position is monitored and regulliquidity stress testing is conducted
under a variety of scenarios covering both nornmal more severe market conditions. All
liquidity policies and procedures are subject tprapal by the Board of Directors following
the prior review and approval by the Asset-LiapiManagement Committee (hereinafter:
“ALCO”).

Contractual maturity of liabilities

6.7

Carrying Gross nominal 1 monthto3 3monthstol 1lyearto5 5 years and

up to 1 month

amount inflow/(outflow) months CET years over

Non-derivative liabilities

Amounts due to other banks (575 097) (592 410) (19 599) (4527) (33 885) (407 282) (127 117)

Deposits and current accounts (1862 261) (1863 142) (1 657 443) (136 788) (65 770) (3141) -

Subordinated debt (44 724) (50 310) (922) - (1397) (47 713) (278)
(2 482 082) (2505862) (1677964) (141 315) (101 052) (458 136) (127 395)

Derivative financial liabilities

Trading: outflow (220 019) (50 442) (20 837) (63 207) (41 461) (44 072)
Trading: inflow 198 557 45819 17 716 55 107 32824 47 091
(35 406) (21 462) (4623) (3121) (8 100) (8 637) 3019

Loan commitments (266 843) (24 081) (21 438) (59 453) (83 803) (78 068)
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Carrying Gross nominal 1 monthto3 3monthstol 1lyearto5 5 years and

. up to 1 month
amount inflow/(outflow) P

months year years over

Non-derivative liabilities

Amounts due to other banks (195 810) (202 333) (7 671) (6 831) (19 709) (82 960) (85 162)
Deposits and current accounts (1 226 529) (1 227 316) (1 135 904) (31 268) (42 383) (17 761) -
Subordinated debt (39381) (45 702) (763) - (1264) (33151) (10 524)

(1461 720) (1475351) (1144338) (38 099) (63 356) (133 872) (95 686)

Derivative financial liabilities
Trading: outflow (368 554) (105 162) (119 318) (83017) (39 289) (21 768)
Trading: inflow 320 966 99 565 103 699 46 651 46 960 24 091

(44 263) (47 588) (5597) (15 619) (36 366) 7671 2323

Loan commitments - (234 535) (18 359) (9 860) (87 609) (54 560) (64 147)

The above table shows the undiscounted contractast flows of the Group’s financial
liabilities and loan commitments based on theiriestr possible date of maturity. The
disclosure for derivatives shows the gross inflowd autflow amount for derivatives (e.g.,
forward exchange contracts and currency swaps).

The Group’s expected cash flows on these instrusnearty significantly from this analysis.
For example, demand deposits from customers arectegh to maintain a stable or
increasing balance; and loan commitments are nbotexbected to be drawn down
immediately.Due to the significant difference betwehe expected and the contractual cash-
flows, the Group’s risk management department ose &dnalyses to manage liquidity risk.

The expected, undiscounted cash-flows of the Geofiipancial liabilities were as follows:
Expected maturity of liabilities

6.8

Carrying Gross nominal 1 monthto3 3monthstol 1lyearto5 5 years and

up to 1 month

amount inflow/(outflow) months year VCES over

Non-derivative liabilities

Amounts due to other banks (575 097) (592 410) (19 599) (4527) (33 885) (407 282) (127 117)
Deposits and current accounts (1862 261) (1863 142) (108 441) (14 630) (5544) (257) (1 734 270)
Subordinated debt (44 724) (50 310) (922) - (1397) (47 713) (278)

(2 482 082) (2 505 862) (128 962) (19 157) (40 826) (455 252) (1 861 665)

Derivative financial liabilities
Trading: outflow (220 019) (50 442) (20 837) (63 207) (41 461) (44 072)
Trading: inflow 198 557 45 819 17 716 55 107 32824 47 091

(35 406) (21 462) (4 623) (3121) (8 100) (8 637) 3019

Loan commitments (54 518) (17 586) (36 932)

Carrying Gross nominal 1 monthto 3 3monthstol 1yearto5 5 years and

up to 1 month

amount inflow/(outflow) months year VCES over

Non-derivative liabilities

Amounts due to other banks (195 810) (202 333) (7 671) (6 831) (19 709) (82 960) (85 162)
Deposits and current accounts (1 226 529) (1227 317) (68 374) (2 445) (2 578) (1184) (1152 736)
Subordinated debt (39 381) (45 702) (763) - (1264) (33151) (10 524)
(1461 720) (1475 352) (76 808) (9 276) (23 551) (117 295) (1 248 422)
Derivative financial liabilities
Trading: outflow (368 554) (105 162) (119 318) (83 017) (39 289) (21 768)
Trading: inflow 320 966 99 565 103 699 46 651 46 960 24 091
(44 263) (47 588) (5597) (15 619) (36 366) 7671 2323
Loan commitments - (53 559) (17 574) (35 148) (837)
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The decision of the Management of the Group, howesealso based on the liquidity gap
(net position) between contractual expected in- @anflows, therefore both financial assets
and liabilities are grouped into liquidity buckets.

The following table shows the gross amounts ofrfai@ current and non-current assets:

6.9
2020 2019
Uptolyear Overlyear Uptolyear Overl yeal
Loans and advances to banks 62 599 20 999 55 648 6 764
measured at AC 62 599 20 999 55 648 6 764
Loans and advances to customers 105 311 1 054 610 102 819 873 862
measured at AC 105 311 1053672 102 819 872 539
measured at FVTPL - 938 - 1323
Derivative financial assets 10 358 12 904 2 507 15 686
Securities 8 309 1165 886 5571 595 405
measured at AC - 550 106 - 286 469
measured at FVTPL 6 300 10 622 842 4 058
measured at FVTOCI 2 009 605 158 4729 304 878

The table above represents the gross amounts exjaecbe recovered or settled within time
categories. Impairment on loans and advances toroess has an amount of HUF 45,399
million (2019: HUF 46,368 million).

e) Market risk

Market risk is the risk that changes in marketgsjcsuch as interest rate (interest rate risk),
equity prices (equity risk), and foreign exchanaes (foreign exchange risk) will affect the
Group’s income or the value of its holdings of fic&l instruments.

Management of market risks

As part of the Risk strategy, the Board of Direstapproves the maximum amount and
scope of market risks incurable by the Group, extslny a comprehensive limit structure
broken down by relevant portfolios. The main manksk limit is arising from the annual
capital allocation process based on ICAAP requirgse

ALCO is responsible for developing and monitoringo@ market risk management
policies. ALCO has the overall responsibility fostablishing and managing market risk
policies for the Group, within the framework ofémal policies, covering risk management,
assessment of risk and related limits, competemck deecision-making mechanism, and
regulation for breaches of limits, approved by Bward of Directors. The members of the
ALCO are senior executives who have principal denisnaking responsibilities for
businesses throughout the whole Group. At the dipea level, market risk is managed by
the Money and Capital Markets Managing Directomatex group-wide basis.

The objective of market risk management is to maragd control market risk exposures
within acceptable parameters, while optimizingrttern on risk.

The Group separates its exposure to market riskdmet trading and non-trading portfolios.
Trading portfolios include those positions arising from market-makicigstomer business
driven proprietary position-taking and other markednarket positions as designated.

According to the risk strategy of the Group thesend own account activity (proprietary
trading) with the purpose of short term profit angsfrom market changes. Trading activities
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include transactions with debt and equity secuwitioreign currencies, and derivative
financial instruments.

Non-trading portfolios include positions that arise from Group’s retaidacommercial
banking activity and the interest rate managemérnhe® Group’s retail and commercial
banking assets and liabilities. The Group's noditiga activities encompass all activities
other than accounted for as trading transactiondiding lending, accepting deposits, and
issuing debt instruments.

Exposure to market risks — trading portfolios

The Group manages exposure to market risk by éstiédyy and monitoring various limits
on trading activities. These limits include:

* Product volume limits define maximum aggregate am®wf trading products and
contracts that the Group may hold at any time.

» FX position limits restrict the long and short pimsi for each currency and the total
net amounts of FX positions that can be held inthding and banking books.

* VaR limits: The VaR limit of a trading portfolio ihe estimated maximum loss that
will arise on the portfolio over a specified periofitime (holding period) from an
adverse market movement with a specified probgb{#onfidence level). The
Group applies historical and parametric VaR methith 1-day holding period at
99% confidence level.

* PLA (Potential Loss Amounts) limits define maximummount of loss that the
Group is willing to assume.

The VaR model used is based mainly on historictd.deaking account of market data from
the previous one year (250 business days in caséstfrical VaR and and 187 business
days in case of parametric VaR), and observedioakitips between different markets and
prices, the model calculates both diversified andiversified total VaR, and VaR by risk

factors such as interest rate, equity and currsfady.

Although VaR is an important tool for measuring kedrrisk, the assumptions on which the
model is based do give rise to some limitationguiging the following:

» A l-day holding period assumes that it is posdibleedge or dispose of positions
within that period. This is considered to be aistialassumption in almost all cases
but may not be the case in situations in whicheghgisevere market illiquidity for a
prolonged period.

* A 99% confidence level does not reflect losses thay occur beyond this level.
Even within the model used there is a one perceobgbility that losses could
exceed the VaR.

* VaR is calculated on an end-of-day basis and dogeseflect exposures that may
arise on positions during the trading day.

* VAR only covers “normal” market conditions.

« The VaR measure is dependent upon the Group'sigosind the volatility of
market prices. The VaR of an unchanged positioruges if the market price
volatility declines and vice versa.

The overall structure of VaR limits is subject &view and approval by ALCO. VaR limits
are allocated to trading portfolios. VaR is meaduom a daily basis. Daily reports of
utilisation of VaR limits are prepared by the GrauRisk Unit and regular summaries are
submitted to ALCO.
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A summary of the VaR position of the Group’s trapportfolios (i.e. only its trading book)
as at 31 December and during the period is aswello

6.10

2020 Average Maximum Minimum Stress (15%)
Foreign currency risk 32 155 5 223
Interest rate risk 105 279 17 -

Equity risk 7

12 1
Overall market risk of trading book 144 446 23 22
95 236 8

Credit spread risk of trading book

[€Y)

2019 Average Maximum Minimum Stress (15%)

Foreign currency risk 13 56 2 175
Interest rate risk 46 112 14 -
Equity risk 2 3 1 -
Overall market risk of trading book 61 171 17 175
Credit spread risk of trading book 60 150 17 -

Important notes in connection with the table above:

» Group applies historical and parametric VaR foregahmarket risk:
o0 Historical VaR: (1 day holding period; 99% confidenlevel, number of
observation: 250 business days)
0 Parametric VaR: Risk metrics methodology (1 daydimg period; 99%
confidence level, 0.94 decay factor, number of plagon: 187 business days)
* Group calculates specific interest rate risk (dresfiread risk) separately from
general interest rate risk based on the swap and yield curve spread.
* Group calculates VaR only on trading-book position.
* There is no commodity in the Group position.
* Group does not have a significant open positiomfaptions therefore there is no
volatility VaR calculation.

A potential adverse 15% change in the FX rates (Higpreciation for long position and
HUF depreciation for short position) would causefH223 million losses based on the year-
end FX open position.

Exposure to interest rate risk — non-trading portios

The principal risk to which non-trading portfoli@se exposed is the risk of loss from
fluctuations in the future cash flows of financiastrument because of a change in market
interest rates.

The management of interest rate risk is supplendebyemonitoring the sensitivity of the
financial assets and liabilities to various staddand non-standard interest rate scenarios.
Standard scenarios that are considered on a mdpaisig include a 200 basis point parallel
fall or rise in all yield curves worldwide.

ALCO is the monitoring body for compliance with apped limits and is assisted by Risk

Controlling in its monitoring activities. A summaof the Group’s interest rate gap position
on non-trading portfolios is as follows:
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At the end of the reporting period the interese rptofile of the Group’s interest-bearing
financial instruments was:

6.11

As at 31 December 2020

Fixed rate instruments Gross amount

Financial assets 1183 220
Financial liabilities (933 020)
Net fixed rate instruments 250 200

Denominated in
EUR USD Other currencies

Variable rate instruments

Financial assets 953 417 1850 265 835 9 888 3504
Financial liabilties
Net variable rate financial instruments

(190 602) (2232) (56722) (61987)

As at 31 December 2019

Fixed rate instruments Gross amount

Financial assets 698 132
Financial liabilties (331 467)
Net fixed rate instruments 366 665

. . Denominated in
Variable rate instruments

CHF EUR USD Other currencies
Financial assets 715 259 1083 216 987 3082 2 300
Financial liabilties (795 684) (4178) (256 998) (68 296) (5 097)

Net variable rate financial instruments (80 425) (3095) (40011) (65 214)

According to the annual review, the Group revidsdiriterest rate risk modelling of sight
deposits in 2020. According to the results maihlg estimated level of core deposits has
changed in the risk modelling of sight depositse Hstimated level of core deposits has
increased in case of HUF and EUR currencies botbktail and wholesale business units. In
case of USD currency the estimated level of comoslits has increased in retail and has
decreased in wholesale business units. The Grosipni@lemented that, the core deposits
are divided into monthly equal amounts during thedcted period in case of HUF, EUR
and USD currencies.
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An analysis of the Group’s sensitivity to an in@ear decrease in market interest rates is as
follows:

o
[EEN
N

2020 Effect on equity Effect on P/L

HUF

200 bp increase (18 821) 2522

200 bp decrease 30 394 (1338)
CHF

200 bp increase 0 (30)

200 bp decrease 0) (20)
EUR

200 bp increase 5552 373

200 bp decrease (943) 1176
uUsD

200 bp increase (546) a7)

200 bp decrease 299 (358)
Other currencies

200 bp increase 9 24

200 bp decrease @) (32)

This report contains those subsidiaries which aoaitared directly by MKB on monthly
basis.

2020

in HUF millions
FCY Yield curve stress  Yield curve stress  Adverse case

+ 200 Bp - 200 Bp

EUR 5552 (943) (943)
usD (546) 299 (546)
CHF - - -
GBP 1 1) 1)
JPY - - -
Others (18 814) 30 388 (18 827)
Total (13 807) 29 743 (20 31

HUF
200 bp increase (22 197) (2712)
200 bp decrease 26 246 (6 221)
CHF
200 bp increase 4 (19)
200 bp decrease - (10)
EUR
200 bp increase 7 837 681
200 bp decrease 9 (1 119)
UsD
200 bp increase 2 086 389
200 bp decrease (1 819) (1 089)
Other currencies
200 bp increase (11) 91
200 bp decrease 10 (74)

This report contains those subsidiaries which aomitared directly by MKB on monthly
basis.
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2019

in HUF millions
FCY Yield curve stress  Yield curve stress  Adverse case

+ 200 Bp - 200 Bp

EUR 7837 ) 9)
USD 2086 (1819) (1819)
CHF 4 - -
GBP 1 1) 1)
JPY - - -
Others (22 209) 26 256 (22 209)
Total (12 281) 24 427 (24 03§

The amount of change, during the period and cuiwelst in the fair value of the financial
liabilities designated as at fair value throughfiprar loss, that is attributable to changes in
the credit risk of that liabilities are the follavgs:

6.13
Effect of credit risk changes of liabilities measuwed at

Fair Value Through Profit or Loss

Changes during the reporting period - (137)
Changes cumulatively (since designation of thenfiie i 137
liabilities)

The amount which reflects on changes in market itiond for these liabilities as changes in
interest rate is estimated as follows:

» First, computing the liability’s internal rate afturn at the start of the period using
the observed market price of the liability and liability’s contractual cash flows at
the start of the period. It deducts from this rateeturn the observed (base rate of
the relevant market) interest rate at the stathefperiod, to arrive at an instrument-
specific component of the internal rate of return.

* Next, calculating the present value of the caslvsl@associated with the liability
using the liability’s contractual cash flows at tled of the period and a discount
rate equal to the sum of
o0 the observed (base rate of the relevant marketydst rate at the end of the

period and
0 the instrument-specific component of the interasd rof return
as determined in the first point.

» The difference between the observed market prichefiability at the end of the
period and the amount determined in the second the change in fair value that
is not attributable to changes in the observede(base in the relevant market)
interest rate.
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Exposure to other market risks — non-trading portios

The Group is exposed to foreign exchange risk gindts holdings of financial instruments
denominated in foreign currencies. Exchange riskagament aims to reduce the adverse
impact of potential changes in the market valudoogign currency financial instruments
induced by exchange rate fluctuations.

The Group’s financial position in foreign currersiat the end of the reporting periods was

as follows:
6.14
In functional In foreign currencies

HOEY currencies UsD EUR CHE Other Total
Net assets 2364808 46 657 352452 2108 15582 2781607
Net liabilties 2243762 84587 435629 5496 12133 2781607
Net derivative and spot instruments (short) / lpagition (121139) 37884 83282 3432 (3 459)
Total net currency positions (93) (46) 105 44 (20) -

In functional In foreign currencies

Total

currencies USD EUR CHF Other

Net assets 1430838 13522 311359 928 3149 1759796
Net liabilties 1279790 87863 378978 5643 7522 1759796
Net derivative and spot instruments (short) / lpagition (150322) 74369 67215 4715 4023

Total net currency positions 726 28 (404) - (350)

f) Encumbered assets

Encumbered assets according to 680/2014/EU Conunissiplementing Regulation at the
end of the periods were the following:

6.15
31 December 2020 31 December 2019
Carrying

Carrying
amount amount

Fair value Fair value

Assets of the reporting institution

Loans on demand 113 113 244 244,
Debt securities 495 488 492 158 163 348 163 348
Loans and advances other than loans on demand 032 22132 220 100 154 77 916
Total encumbered assets 627 821 624 491 263 746 241 508
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6.16

Non-encumbered
Nominal value of collateral
received or own debt securitie
issued non available for
encumbrance

Fair value of collateral

received or own debt
securities issued available
for encumbrance

31 December 2020

Collateral received by the reporting institution
Loans on demal
Loans and advances other than loans on demand
Other collateral receivt

Collateral received and own debt securities issued

31 December 2019

Collateral received by the reporting instituti
Loans on demand
Loans and advances other than loans on demand
Other collateral receivt

429! -
83 830 -

- 347 67

88121 347 6
648 -
31245 -

- 251 03

Collateral received and own debt securities issued 13893 2510

31 December 2020 31 December 2019

Assets, collateral received Assets, collateral received
and own Matching liabilities, and own
debt securities issued other contingent liabilities debt securities issued other|
than covered bonds and ABSs or securities lent than covered bonds and ABS
encumbered encumbered

Matching liabilities,
contingent liabilities
or securities lent

Carrying amount of selected financial liabilities

188 727 627 821 93 345 263 745
Derivatives 19 83! 4849 11 44; 57 51%
Deposits 168 892 579 324 81903 206 231
Repurchase agreements 2732 - - -
Collateralised deposits other than repurchase
agreements 166 160 579 324 81903 206 231
Total Sources of encumbrance 188 727 627 821 93 345 263 74

At the end of 2020 the level of encumbered assetsrihined in accordance with the
aforementioned regulation was 21.89%. The tot&mmfup’s encumbered assets belonged to
MKB Bank. The main sources and types of encumbrarege arising from having corporate
loans covered by NBH, secured refinancing, fronlatetals of mortgage loans, money
market deposits as well as collateralized derieatisansactions and repo transactions,
furthermore the Group took the opportunity to barmenconditional fixed-rate secured loan
granted by NBH. Encumbrance due to collateral megouént of used clearing systems and
central counterparties was not significant. Theuprdid not have covered bonds issued or
securitization.

The most significant secured refinancing facilitigere participating in the “Funding for
Growth Scheme” refinancing loan program of the NBHe majority of collateralized
derivative transactions were concluded to hedgdalance sheet FX position and interest
rate.
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s)] Credit spread risk

Credit spread risk is the risk of changing markatepof the bonds due to change in spread
of bonds’ issuer which may have negative impadhenGroup’s performance.

Managing and monitoring credit spread risk

The framework of credit spread risk managementefindd in the risk strategy. According
to this risk strategy credit spread risk may bestaknly within the approved limits. Credit
spread risk is managed on operative level by theéyloand Capital Market Managing
Directorate. Group’s Risk Unit is responsible foeamuring credit spread risk, controlling
limit utilisations and reporting it to ALCO.

Risk measurement

Similar to the general interest rate risk measurgrie Group establishes the credit spread
risk figures based on the present value of futashdlows.

The applied credit spread stress test values &igerkregularly, but at least semi-annually.
The length of liquidation periods used for the oldtons are matched to the required
liquidation time of the products.

h) Operational risks

Operational risk means the risk of loss resultitogrf inadequate or failed internal processes,
people and systems or from external events, antldes legal risk, conduct risk,
reputational risk, modelling risk and informatiand communication technology (ICT) risk.
Operational risk does not include business andegfi@risks.

Procedure

The principles, rules and procedures that servproperly identify, manage and monitor
operational risk are defined in the Risk Strategy i the OpRisk policy.

Risk measurement

The operational risk capital requirement of Grosalculated by using The Standardised
Approach (TSA) both at single and group level sidaauary 1st 2008. According to the
Standardised Approach the operational risk capiguirement is the average of the
preceding three years’ total of the weighted gowegymdicators of the business lines (gross
income).

Risk management and monitoring

The system that serves to evaluate operationalisigilly integrated in the Group’s risk
management process and in the work processes.

The centralised unit of the Group’s operationa rikanagement is the Centralised OpRisk
Management that is responsible for the establishnag maintenance of the internal

regulation and organisation of operational risk aggment and for the establishment and
coordination of the oprisk management methods ants.t Besides, its task is to ensure
proper loss data collection and in connection Witt the reporting obligations.
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Besides the Centralised OpRisk Management, DedizetlaOpRisk Units (extended to the

whole organisation) were established that identi#éport and manage operational risks and
their tasks and responsibilities are included i thprisk regulations. The Centralised

OpRisk Management keeps independent control oweDicentralised OpRisk Managers

that are assigned in the various units and resplengdbr managing operational risk and

reporting of loss events.

At group level the Centralised OpRisk ManagemenWiEB determines the operational risk
regulations required from the subsidiaries, ana dle framework for operational risk
management at group level and in this respect sigesr the subsidiaries as well. The
centralised and decentralised operational risk gamant units have also been established
in the subsidiaries that have loss data collecaod reporting obligation towards the
Centralised OpRisk Management of MKB.

The Oprisk Forum started its operation in 2016, ehibke most significant oprisk events and
the relevance and necessity of setting up risk agieduaction plans are discussed on
quarterly basis.

The Centralised OpRisk Management of MKB preparespart on the current status of the
operational risk management of the Bank and ofsthesidiaries for the Board of Directors
on a quarterly basis. Group fulfils oprisk CORERad#elivery to NBH on half-yearly basis.

Risk management methods and tools

Loss data collection
Group has been performing operational risk losa dallection continuously which includes
the electronic reporting and managing of operatiosk loss events.

OpRisk Self-Assessment — ORSA

Group performs the oprisk self-assessment unitriily in order to recognise and understand
the operational risks related to the work proceaseisto increase the level of risk-awareness
of the units.

Key Risk Indicators - KRIs

The key risk indicators are those performancehésios that are suitable for revealing areas
and factors critical for operational risk, the charof value of which indicates the change of
factors important from the point of view of riskaaecrence. By defining and monitoring the
values of the suitable indicators the Group intetmshelp forecasting, preventing and
reducing operational risks.

Scenario analysis
Scenario analysis is an expert estimation basetthe@analysis of current internal processes
in order to estimate the frequency and loss efiecare but significant oprisk events.

The Group performs scenario analysis on yearlysbasi

Model list

The model list contains all models on departmentlldeing used in the Group and
describes their goals. It also contains the frequerf their maintenance and validations as
well as the way in which their results are used.
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Product list

The Bank has established the product list, whigitains the most important product groups
at MKB Bank Nyrt. and MKB Euroleasing-group in orde identify conduct risk related to
customer service. It contains the general chanatitsr of the products as well as the
conduct risk factors. By exploring risks, it is pitde to reduce or consciously accept them.

Business Continuity Planning

In order to undisturbedly maintain the Group’s @p@nal processes it is necessary to
evaluate the potential threats of the certain m®eg, their probability of occurrence and the
potential damages resulting from the fallout of ghrecesses. This risk analysis and the
procedures needed to maintain the functionalityhef Group’s organisation is included in
the Business Continuity Plan and the Disaster RagoRlan (BCP-DRP). The BCP-DRP
includes measures that have to be taken when teegses that are critical regarding the
Group’s operation and (eg. IT) resources that suppfeese processes get damaged or
become unmaintainable.

Membership of the Hungarian Interbank Operational Risk Database (HUnOR)

The Bank is one of the foundation members of thadgduian Interbank Operational Risk
Database (HunOR) and reports their loss data tayagllarly and anonymously.

) Capital management

The Group’s lead regulator, the NBH sets and mositapital requirements for the Group
as a whole.

Capital allocation

The Bank measures the pillar 1 and pillar 2 riskd ¢he Group's Asset and Liability
Management Committee (ALCO) monitors the resulisgia monthly reporting framework.

Basel I
The calculations are Basel [llI/CRR (575/2013/EUutagon) compliant.

The supervisory objectives of Basel Il are to potensafety and soundness in the financial
system and maintain at least the current overatllef capital in the system, enhance
competitive equality, constitute a more comprehensipproach to addressing risks, and
focus on internationally active banks. Basel lIsisuctured around three ‘pillars’: minimum
capital requirements, supervisory review procesd amarket discipline. The Capital
Requirements Regulation (CRR) is directly effeciivélungary.

Basel Il provides three approaches of increasophistication to the calculation of pillar 1
credit risk capital requirements. The Group usesstiandardised approach, which requires
banks to use external credit ratings to determhe risk weightings applied to rated
counterparties, and groups other counterpartie® ibtoad categories and applies
standardised risk weightings to these categories.

Basel Il also introduces capital requirements dperational. For the capital requirement

calculation the Group currently has adopted thedstedized approach to the determination
of Group operational risk capital requirements.
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The second pillar of Basel Il (Supervisory Reviamd Evaluation Process - SREP) involves
both the Bank and the Supervisory regulators takiniew on whether a Bank should hold
additional capital and how much against risks mateced or not entirely covered in pillar 1.
In framework of the pillar 2 Internal Capital Adeqy Assessment Process (ICAAP) the
Bank introduced policies and processes for meagucapital requirement of risks not
captured by pillar 1 and to measure pillar 1 rigkth more sophisticated methodology.
Under pillar 2 the materiality of the following kis is to be analysed:

* Creditrisk

* Market risk

» Liquidity risk

* Risk estate risk and risk derived from other assets

» Participation risk

* Operational risk

* Modell risk

* Business and strategic risk

Pillar 3 of Basel Il is related to market discipi and aims to make firms more transparent
by requiring them to publish specific, prescribegtails of their risks, capital and risk
management under the Basel Il framework.

The capital requirement is limited by a complexitisystem, which contains the limits of
the material risk types by institutions and busilees.
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6.18

31 December 2020 31 December 2019

Basel lll IFRS Basel lll IFRS

Share capital 100 000 100 000
Outstanding share capital 100 000 100 000
Reserves 102 997 93 184
Deferred tax (6 979) (8 003)
Intangible assets (28 679 (24 465)
AVA - additional valuation adjustments (634) (378)
Additional Tier 1 -
Tier 1: Net core capital 166 655 160 332
Subordinated debt 39 165 36 222
Tier 2: Supplementary capital 39 165 36 222
Regulatory capital 205 820 196 554
Risk-weighted assets (RWA) 828 587 686 142
Operational risk (OR) 164 270 175 470
Market risk positions (MR) 11770 8 590
Total risk weighted assets 1004 627 870 202
Regulatory capital / Total assets 7.40% 11.18%
Tierl ratio 16.59% 18.42%

Capital adequacy ratio 20.49%

The table above contains the MKB Bank’s consolidatepital adequacy ratio.

As at 31 December 2020, as an actual figure oGitmeip regulatory capital was HUF 205.8

billion based on Basel Il IFRS under SupervisoggRation. The increase of regulatory

capital - by HUF 9.3 billion — is derived from tlwcrease of profit and subordinated debt
(repurchase in the amount of EUR 48.1 million aad issuance in the amount of EUR 51.3

million, as a result decrease of unused subordinddébt due to the maturity date), decrease
of deduction of ESOP program and deferred tax amcrese of negative revaluation

reserve, which was compensated by the increaseedfiction of intangible assets and

increase of negative AVA.

Risk-weighted assets including operational and etarisk increased by 15.5% from
HUF 870.2 billion in 2019 to HUF 1,004.6 billion $ides approximately 10.5% weakening
of domestic currency. The main part of the incredeseved from the increase of business
volumes and increase of market risk, which was @mpted by the decrease of operational
risk.

By application of capital management as a tool ctiygtal is a first priority decision making
factor; therefore the Bank monitors the changeb@tapital elements continuously.
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Planning and limitation of capital requirements

The owner of the Group with strong capital backgbeontributes to its safety, promotes
customer confidence, and helps the Group to matiegaegative effects on its profitability
which come from macroeconomic turbulences.

) Forborne assets

During the normal course of business, the Groumrsninto forbearance measures to
decrease the potential loan loss and maximize atimle opportunities for the borrowers who
have problems with their payment ability but nothatheir willingness and capacity to pay.

Restructured exposures are renegotiated, resclie@hutdonged) or otherwise revised loans,
receivables and credits (including also purchasessporiginated in the framework of an
amendment or termination of a previously concludmohtract, initiated either by the
borrower or the Group, where
» the contract is amended in order to avoid defaatiabse the borrower is unable to
fulfill its payment obligations in compliance wittihe conditions of the original
contract due to significant deterioration in itsdncial position or payment ability,
and
» the amendments significantly change the originamse and conditions of the
outstanding contract largely in favor of the boreowas compared to the market
terms and conditions generally applicable to camsraof the same type and
concluded under the same conditions, or
* a supplementary agreement or a new contract isluaeat between the borrower
and the Group that relates to a new loan providedtlie repayment of the
outstanding debts (principal and / or interestyiag from the original contract that
is not terminated, or to any further commitmenuassd to avoid any increase in the
credit risks and to mitigate the possible loss.

Under its forbearance policies, the Group grards limrbearance on a selective basis where
the borrower is in default on its debt, or theraikigh risk of future default, and there is
evidence that the borrower made all reasonableteffo pay under the original contractual
terms, and it is expected that the borrower willdide to meet the revised terms. Both
corporate and retail loans are subject to forbearpolicies.

The Group generally applies the following typesasbearance measures:
» extension of the tenor / final maturity of the lpan
* renegotiation of original repayment schedule, redake instalments,
* agreement on instalment payment,
* reduction of the collateral coverage parallel redg@xposure,
* refinancing of the loan,
e interest rate cut, or lower conditions,
* interest capitalization.

Such exposures and associated credit risks aregadneonitored and reported distinctly
by specific restructuring and debt management wifitee Group on the basis of guidelines
and procedure rules set by internal regulationsrpmrating also both legal and supervisory
requirements and recommendations. When the consitd forbearance cease to exist and
the following cure period expires, respective assee returned to normal treatments both
from business and risk management perspectives.
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To revert to normal treatment regarding corporatgtamers, additional criteria is that the
customer performs its amended contractual obligatauly through a specified period (180
days or 360 days) and its risk position shows §iarit improvement.

Forborne assets are recorded separately, and thadaoh terms and conditions of the
contract are also indicated in the accounting m@soiRecognition, derecognition and
subsequent valuation of these assets are carriechamording to the general rules of
accounting as specified by the relevant IFRSs.

The detailed requirements of risk classificatiord dmpairment valuation of forborne
exposures are included in the accounting policéesl other internal regulations on the
valuation of assets and liabilities, as well agnmpairment and provisioning policies. Based
on these internal guidelines, forbearance measaresalways regarded as impairment
triggers and, as a consequence, individual impaitrassessment should be performed for
such exposures where the general methodologiegpandples of assessment are to be
applied. On the results of such risk assessmemizaiiment losses and the reversals of
previously charged impairments are accounted fooraling to the common rules defined by
IFRS 9.

Comparing to the previous financial year, thereenas changes in forbearance policies and
in practices applied by the Group. The forbearahefnition will change due to the law
change to implement in January, 2021. That charmgdihave effect on the definition of
place of treatment (Unit). Before the decision mgkiit is obligatory to examine and define
the effect of proposed construction, forborne amtton the NPV (net present value) in all
the cases of clients to forborne, treated by Bigsiténits.

It is important to emphasize, that the moratoriimkdd to pandemic practically postpones
the possibility and the realisation of the resuicg concerning the relevant loans to
restructure (ceteris paribus the extension of trend’ expiry date) in time to 2021 H2
minimum on the basis of the regulation, becausayg#&rt of our clients ,applied” for the

moratorium.

6.19
31 December 2020 31 December 20

Corporate Banking

Forborn financial assets 10 825 2640
Allowances for impairment (8 623) (1 893)
Carrying amount 2202 747

Retail and Private Banking

Forborn financial asse 8 76! 9 83¢
Allowances for impairment (3162) (3623)
Carrying amount 5599 6 215
Total carrying amount 7 801 6 96
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7.  Cash and cash equivalents

7.1

31 December 2020 31 December 20
Cash and balances with Central Banks 294 183 55 388
Cash and cash equivalents 294 183 55 384

The Group is required to maintain a minimum resemth the NBH equivalent to 1 %
(2019: 1%) of certain deposits. The balance of riesimum reserve, in line with the
prescription of NBH, is based on the balance aetiek of October of these deposit accounts
and amounted to HUF 15,583 million as at 31 Decerib20 (2019: HUF 13,832 million).
As at 31 December 2020, cash on hand amounted t6 BPRJ646 million (2019: HUF
13,397 million).

8. Loans and advances to banks

8.1

31 December 2020 31 December 201
Current and clearing accounts 17 518 6 844
Money market placements 46 021 50 361
Loans and advances 20 059 5207

Loans and advances to banks (gross amount)

Allowance for impairment at the end of period (40) (20)

Carrying amount 83 558 62 39

0. Derivative financial assets

9.1

31 December 2020 31 December 2019

Fair value Fair value Book
adjustment adjustment value

Derivative instruments by type

FX-based derivative instruments - 11 677 11 677 - 4248 4248
Interest-based derivative instruments - 11 168 11 168 - 13 446 13 446
Options 229 188 417 104 395 499

Derivative financial assets 18 089 18 19
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10.

Securities

10.1
31 December 2020 31 December 20

Securities measured at FVTOCI

Hungarian Government bonds 572 959 295 511
Hungarian corporate sector bonds 34 208 6 827
Foreign Government bonds - 5953
Foreign equities - 1317
Less allowance for impairment (273) (70)

Securities measured at AC

Hungarian Government bonds 491 125 235990
Hungarian corporate sector bonds 58 981 50 478
Less allowance for impairment (168) (82)

Securities measured at FVTPL

Government Treasury bils 96 24
Government bonds 10 377 4189
Hungarian corporate sector bonds 245 603
Hungarian equities 103 84
Foreign equities 1547
Investment fund shares 4554

Securities 1174027 600 89

The amount of impairment of the FVTOCI financiasets, which is accounted for between
other comprehensive income reserve and profit es,l@oes not decrease the carrying
amount of the financial assets.

The amount of debt securities measured at FVTOGI MdF 607,167 million at the end of
the reporting period. The Group did not have egimggruments measured at FVTOCI on 31
December 2020.

The revaluation on financial assets measured at®Thas changed to HUF 3,187 million
from HUF (3,281) million. The effect on deferred fa disclosed in Note 30.

At 31 December 2020, HUF 495,488 million (2019: HW&3,348 million) from the total
amount of Securities were pledged as collateralsfock exchange, for NBH related to
Funding for Growth Scheme and credit card transastin the ordinary course of business.

As at 31 December 2020, the total amount of revianaeserve comprises HUF (3,560)
million (2019: HUF (6,747) million).

In 2020 HUF 5,462 million gain (2019: HUF 23,299llman gain) was recognized in the
profit or loss relating to securities measured AT ©CI, which is a reclassification from
other comprehensive income into profit or loss.

Related to debt securities measured at amortissd HIdF 6,706 million interest income

(2019: HUF 13,413 million) was recognized in that8ment of Profit or Loss and Other
Comprehensive Income during the year.
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11.

Loans and advances to customers

The net amount of Loans and advances to custonasdHiF 1,113,962 million, of which
HUF 1,113,024 million was measured at amortisedd aod HUF 938 million at fair value.
The amount of fair value customer loans belongmthée wholesale portfolio was HUF 275
million, while the amount of retail loans was HU&36million on 31 December 2020.

11.1

31 December 2020 31 December 201

Loans and advances to customers

measured at AC 1113024 928 990
measured at FVTPL 938 1323
Loans and advances to customers 1113962 930 31

Loans and advances to customers measured at asdartist:

11.2

Allowance for Allowance for Allowance for
Allowance for

. . Carrying amount
impairment ving

31 December 2020 Gross amountimpairment  impairment  impairment
Stage 1 Stage 2  Stage 3/POCI

Carrying amount

Wholesale
Refinanced loan 75 197 (313) (679) (240) (1232 73 965
Funding for Growth Scheme 119 609 (705) (4 898) (462) (6 065) 113 544
Factoring 15 642 (138) (12) (38) (188) 15 454
Overdraft 40 310 (257) (342) (1 086) (1 685) 38 625
Széchenyi Loans 45008 (576) (93) (692) (1361) 43 647
Car finance 90 711 (1 026) (1 098) (461) (2 585) 88 126
Other 417 059 (2 259) (6 480) (8 928) (17 667) 399 392
Total Wholesale 803 536 (5 274) (13 602) (11 907) (30 783) 772 753
Retail
Residential mortgage 197 923 (2 055) (416) (6 216) (8 687) 189 236
HUF 196 733 (2 046) (406) (6 003) (8 455) 188 278
Foreign currency 1190 9) (10) (213) (232) 958
Credit card 2164 (52) (51) (65) (168) 1996
Overdraft 995 (19) (68) (135) (222) 773
Personal loan 9473 (189) (31) (342) (562) 8911
Car finance 99 802 (698) (224) (3 036) (3958) 95 844
Other 44 154 (480) (6) (533) (1019) 43135
Total Retail 354 511 (3 493) (796) (10 327) (14 616) 339 895

Total Core business 1 158 047 (8 767) (14 398) (22 234) (45 399)

Non-core business

CRE 936 (@) - (556) (560) 376

Total 1158 983 (8 771) (14 398) (22 790) ) 1113 02
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Allowance for Allowance for Allowance for
Allowance for

. . Carrying amount
impairme nt ving

31 December 2019 Gross amountimpairment  impairment  impairme nt
Stage 1 Stage 2  Stage 3/POCI

Carrying amount

Wholesale
Refinanced loan 55 856 (136) (649) (239) (1 024) 54 832
Funding for Growth Scheme 60 532 (158) (1797) (591) (2 546) 57 986
Factoring 20 349 (145) 11) (63) (219) 20 130
Overdraft 67 459 (383) (234) (1 493) (2 110) 65 349
Széchenyi Loans 31715 (204) (101) (784) (1 089) 30 626
Car finance 80 332 (957) (1022) (307) (2 286) 78 046
Other 320 731 (1 666) (6 154) (14 876) (22 696) 298 035
Total Wholesale 636 974 (3 649) (9 968) (18 353) (31 970) 605 004
Retail
Residential mortgage 200 838 (528) (293) (7 627) (8 448) 192 390
HUF 199 503 (524) (290) (7 303) (8 117) 191 386
Foreign currency 1335 4) ) (324) (331) 1004
Credit card 2 336 (21) (41) (81) (143) 2193
Overdraft 1147 (11) 27) (155) (193) 954
Personal loan 6 749 (90) (11) (325) (426) 6 323
Car finance 88 095 (113) 9) (3533) (3 655) 84 440
Other 27 390 (33) 3) (453) (489) 26 901
Total Retail 326 555 (796) (384) (12 174) (13 354) 313 201
Total Core business 963 529 (4 445) (10 352) (30 527) (45 324) 918 201

Non-core business

CRE 11 829 (41) - (1 003) (1 044) 10 785

Total 975 358 (4 486) (10 352) (31 530) (46 368) 928 99(

In 2020, other items included HUF 234,069 milliomrking capital loans, HUF 82,751
million receivables relating to repurchase agreemdiUF 41,196 million investment loans,
HUF 76,466 million syndicated loans and HUF 46,98 8ion loans relating to purchased
loans.

In 2019, other items included HUF 240,002 milliomrking capital loans, HUF 40,136
million investment loans, HUF 69,246 million synalied loans, HUF 21,453 million loans
relating to purchased loans.

CRE (previously SCU) remaining portfolio

The Special Credit Unit (SCU) was established ih12h order to separate commercial real
estate financed customers requiring special treatmend to provide the specific
management of their deals. At the end of 2015, ifsdgmt part of this portfolio has been
separated from Group’s portfolio, management ofréraaining portfolio is performed by
the Corporate Restructuring and Debt ManagememicRirate.

According to the EU commitments forming part of fRestructuring Plan approved by the
European Commission, the gross volume of the ram@RE (i.e. Commercial Real Estate
previously SCU) portfolio had to be reduced belowWR60 billion by the end of 2019. The
Group fulfilled the commitment by the end of 20EX¥en so, the portfolio has been reduced
significantly in 2018-2019. Fulfilled the EU commiénts successfully, the Group has the
intention to continue the CRE-financing. Thus, gegforming CRE portfolio (HUF 10.7
billion) was transferred to Business Unit in Q1 @0@nly one CRE customer’s claim (HUF
557 million; under liquidation) remained in the ffolio of Restructuring and Debt
Management Directorate.
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Due to the officially fulfiled EU commitments anle transfer of performing CRE-portfolio
to Business Unit, the separated registration of QREfolio (i.e. SCU portfolio) was
finished on reporting level.

Asset realization strategy

The recovery expectations at the elements of thet gmrtfolio has been determined based
on, the asset realization strategy. In the framkwbthe asset realization strategy the Group
keeps some assets in long-term in order to maxingieevery from those assets.

Allowances for impairment

11.3
31 December 2020 31 December 201

Allowances for impairment on loans and advancescisstomers
Balance at 1 January 46 368 70112

Impairment loss for the year:

Increases due to origination and acquisition 8078 5186
Decreases due to derecognition (12 259) (33 728)
Changes due to change in credit risk (net) 4830 5295
Changes due to modifications without derecognitiet) 146 23
Decrease in allowance account due to write-offs 51 3 (637)
Other adjustments 147 115
Allowance for impairment at the end of period 45 959 46 364

The aim of the IFRS 9 credit risk scoring systentoisassign a PiT (point-in-time) PD to
each relevant customer. The IRB rating system iitairRI. capital requirement calculation
was modified according to IFRS 9 requirements. Biftrating systems use the same default
definition and model structure, including the qutative and qualitative sub-models and the
explicative variables. The calibration processes different. In the case of IFRS 9 it
depends on the stage of a given customer. In #ye dt, the time horizon is one year, in the
stage 2 the lifetime PiT PD’s are estimated. Tlagest3 contains the defaulted customers,
where the PD equals to 1.

In the stage 2, the one year PD is transformeldedifetime PD, based on the Markov chain,
and Vintage analysis estimation of transition philittes and taken into account the

macroeconomic forecast especially the year-on-@&aP forecasts, in the first three years of
the estimation horizon. From the fourth year, ti€Tthrough-the-cycle) PD has been used.

Note 6.1 provides additional information on thecaddtion of the Group’s impairment.
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The tables below show the breakdown of the grossevand impairment of Loans and
advances to customers measured at amortised gatades:

11.3.1
31 December 2020

Gross amount

Stage 1 Stage 2 Stage 3 POC

Retalil

Low risk 88 101 533 - 2

Medium risk 217859 14635 - 2500

High risk 6 832 8 066 - 990

Default - - 12044 2949
Total Retail 312792 23234 12044 6441
Wholesale

Low risk 158 564 13 - -

Medium risk 541 856 6 657 - -

High risk 10324 69481 - -

Default - - 16641 -
Total Wholesale 710 744 76 151 16 641 -
CRE

Medium risk 380 - - -

Default - - 556 -
Total CRE 380 - 556 -
Total gross amount 1023916 99385 29241 6441

31 December 2020

Allowance for impairme nt

Stage 1 Stage 2 Stage 3 POC

Retalil

Low risk 805 26 - -

Medium risk 2574 518 - 389

High risk 114 252 - 150

Default - - 8 203 1585
Total Retail 3493 796 8203 2124
Wholesale

Low risk 170 - - -

Medium risk 3995 316 - -

High risk 1109 13286 - -

Default - - 11907 -
Total Wholesale 5274 13602 11907 -
CRE

Medium risk 4 - - -

Default - - 556 -
Total CRE 4 - 556 -
Total allowance for impairme nt 8771 14398 20666 2124
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Gross amount

31 December 2019

Stage 1 Stage 2 Stage 3 POC

Retalil

Low risk 69 075 24 - -

Medium risk 223039 5891 - 2 898

High risk 2255 4 676 - 396

Default 104 - 13541 4655
Total Retail 294 473 10591 13541 7949
Wholesale

Low risk 124 323 - - -

Medium risk 412 150 3 556 - -

High risk 13709 59 785 - -

Default 207 - 23 245 -
Total Wholesale 550 389 63 341 23245 -
CRE

Medium risk 10 825 - - -

Default - - 1004 -
Total CRE 10 825 - 1004 -
Total gross amount 855687 73932 37790 7949

31 December 2019

Allowance for impairme nt

Stage 1 Stage 2 Stage 3 POC

Retalil

Low risk 95 - - -

Medium risk 684 243 - 335

High risk 17 141 - 32

Default - - 9344 2 463
Total Retail 796 384 9344 2830
Wholesale

Low risk 316 - - -

Medium risk 2 452 55 - -

High risk 881 9913 - -

Default - - 18353 -
Total Wholesale 3649 9968 18 353 -
CRE

Medium risk 41 - - -

Default - - 1003 -
Total CRE 41 - 1003 -
Total allowance for impairme nt 4486 10352 28700 2830
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The tables below show the changes of the grossevahd impairment of Loans and
advances to customers measured at amortised gatades:

Stage 1 Stage 2 Stage 3 POCI
E0ES ETEID Purchased or
12-month ECL Lifetime ECL Lifetime ECL originated credit-
impaired
Balance at 1 January 2020 855 687 73932 37 790 7 949 975 358
Transfers:
Transfers from Stage 1 to Stage 2 (39536) 39 536 - - -
Transfers from Stage 1 to Stage 3 (2492) - 2492 - -
Transfers from Stage 2 to Stage 1 38844 (38 844) - - -
Transfers from Stage 2 to Stage 3 - (4 523) 4523 - -
Transfers from Stage 3 to Stage 1 513 - (513) - -
Transfers from Stage 3 to Stage 2 - 2163 (2 163) - -
Transfers to non-current assets ® . (5 474) (569) (6046)

held for sale and discontinued opera:
Transfers from non-current assets

held for sale and discontinued opera: ) 2 1170 92 1264
New financial assets originated or purchased 240 898 24 870 3037 194 268 999
Modification of contractual cash flows of
financial assets (1 966) (305) (106) (95) (2472)
FX and other movements (68 029) 2554 (11 515) (1 130) (78 120)
Balance at 31 December 2020 1023916 99 385 29 241 6 441 1158 983

Stage 1 Stage 2 Stage 3 POCI
Allowance for impairme nt o o _P_urchase g or
12-month ECL Lifetime ECL Lifetime ECL originated credit-
impaired
Balance at 1 January 2020 4 486 10 352 28 700 2 830 46 368
Transfers:
Transfers from Stage 1 to Stage 2 (337) 337 - - -
Transfers from Stage 1 to Stage 3 (220) - 220 - -
Transfers from Stage 2 to Stage 1 264 (264) - - -
Transfers from Stage 2 to Stage 3 - (376) 376 - -
Transfers from Stage 3 to Stage 1 7 - @ - -
Transfers from Stage 3 to Stage 2 - 279 (279) - -
Transfers to non-current assets
held for sale and discontinued operations - - (4 481) - (4 481)

Transfers from non-current assets

held for sale and discontinued operations - - 848 - 848
New financial assets originated or purchased 2437 (295) 2703 (32) 4813
Changes in PDs/LGDs/EADs 1587 6 056 617 75 8335
Modrfl(?at|0n of contractual cash flows of 2474 1225 R 239 3938
financial assets
FX and other movemer (1927 (2916 (8031 (988) (13 862
Balance at 31 December 2020 8771 14 398 20 666 2124 45 959

Stage 1 Stage 2 Stage 3 POCI
Gross amount PUTEESEE @l
12-month ECL Lifetime ECL Lifetime ECL originated credit-
impaire d

Balance at 1 January 2019 810 952 62 316 66 774 17 376 957 418
Transfers:

Transfers from Stage 1 to Stage 2 (79 047) 79 047 - - -

Transfers from Stage 1 to Stage 3 (3822) - 3822 - -

Transfers from Stage 2 to Stage 1 54 322 (56 272) - - (1 950)

Transfers from Stage 2 to Stage 3 - (11 740) 11 740 - -

Transfers from Stage 3 to Stage 1 1854 - (1 854) - -

Transfers from Stage 3 to Stage 2 - 7 640 (7 640) - -

Transfers to non-current assets

held for sale and discontinued opera: (@707 9 (23 483) (7665) (33 933)

Transfers from non-current assets

held for sale and discontinued opera: 257 130 1388 1370 3145
New financial assets originated or purchased 124 456 7 441 876 10 132 783
Modrfl(?at|0n of contractual cash flows of 712 R . R 712
financial assets
FX and other movements (51 290) (14 552) (13833) (3142) (82817)
Balance at 31 December 2019 855 687 73932 37 790 7949 975 358
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Stage 1 Stage 2 Stage 3 POCI
Purchased or
12-month ECL Lifetime ECL Lifetime ECL originated credit-
impaired

Impairme nt

Balance at 1 January 2019 4 465 7766 50 074 7 807 70112
Transfers:

Transfers from Stage 1 to Stage 2 (1 619) 1619 -

Transfers from Stage 1 to Stage 3 (52) - 52

Transfers from Stage 2 to Stage 1 1524 (1 524) -

Transfers from Stage 2 to Stage 3 - (986) 986

Transfers from Stage 3 to Stage 1 34 - (34)

Transfers from Stage 3 to Stage 2 - 669 (669)

Transfers to non-current assets

held for sale and discontinued operai @ (@1719) (4 996) (26 713)

Transfers from nov-currtj.\nt assets 3 13 1037 571 1629

held for sale and discontinued operar
New financial assets originated or purchased (1128) 695 (424) 2042 1185
Changes in PDs/LGDs/EAI 219¢ 6217 27z 1€ 311t
I\_/Iodlflgatlon of contractual cash flows of (@41) 139) ®) 3 (542)
financial asse
FX and other movemer (503; 161« 874 (2 655, (2418
Balance at 31 December 2019 4 486 10 352 28 700 2 830 46 368

The deals of customers belonging to the retail fpliot are classified in sets (pools)
homogenous from risk consideration. In pools PDDL&d CCF values are allocated.
Internal rating based models calculate the riskampaters which determine the level of
impairment.

In case of individually not significant wholesalestomers the calculation of impairment and

provision has been changed to internal rating bassttiod. The required provisioning rates

are calculated based on the credit conversionrfattte statistical analysis of default and the

loss given default. Individually assessed itemsr@m® specific provision has been set aside
the impairment and provision have to be calculéeskd on the above method.

In case of retail and wholesale exposures colleltiassessed provision is allocated for the
following portfolios on monthly basis:

» on performing loans Incurred Loss (ICL) is calcetitand

* on non-performing loans Specific Loan Loss Provisi@SLLP) is accumulated.

Since the Bank has introduced the performing and-peforming classification in its
provision allocation method instead of product basellective assessment in retail and the
new internal method in wholesale, the level of med loss has grown.

At 31 December 2020 there were no loans desigregdtbdged item in a fair value hedge
relationship.
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12. Other assets

12.1

31 December 2020 31 December 20
Prepayments and other debtors 12 329 13 355
Inventory 774 594
Collaterals held in possession - 220
Other taxes refundable 5594 2 587
Impairment (1 551) (1 580)
Other assets 17 146 151

13. Investments in jointly controlled entities and assoiates

13.1

31 December 2020 31 December 20
Cost 7 295 5911
Investments in associates 7 295 591

In 2020 the Group realised HUF 2,949 million gaéhated to MKB-Pannonia Alapkezel
Zrt., associate consolidated using the equity ntkthidis transaction increased the value of
the investment, while at the same time HUF 2,403iani dividend payment of this
associate within the Group caused a decrease iimtestment value. The Bank raised the
capital of MKB Inkubéator Kft. by HUF 550 million inJuly, 2020, and revised the
impairment on its investments in Extercom Kft. iap§ember 2020, and reversed it in the
amount of HUF 230 million, which indicated an ingse in investments in subsidiaries. On
1 April 2020 the Group sold its investment in MKB&kézati Bkealapkezdl Zrt. therefore
investments decreased by HUF 13 million.
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General and financial data of the jointly contrdlientities and associates are as follows as at
31 December 2020:

13.2

31 December 2020 31 December 2019

MKB-Pannénia Alapke zelé Zrt. MKB-Pannénia Alapke zelg Zrt.
General data

Principal activity Investment fund management activity Investment fiathagement activity
Country of incorporation Hungary Hungary

Ownership % (direct & non-direct) 49.00% 49.00%

Proportion of the voting rights held 49.00% 49.00%

Relation associate associate
Involvement equty equty

Financial data

Cash & cash equivalents 257 101
Other current assets 5537 51
Current assets 5794 54
Non-current assets 268 42
Total assets 6 062 54
Other current liabilties 546 877
Current liabilities 546 B
Total liabilities 546 B
Equity 5516 47
Book value of investment 6 4 066

(Carrying amount of the Group's intereshim €ompany)

Interest income 1 -
Other income 5979 B9
Revenues 5980 587
Depreciation and amortization 45 26
Income tax expense 416 386
Other Expenses 1267 17
Expenses 1728 2312
Total comprehensive income for the year 4 252 38
Dividends received by MKB Bank from the asate 2402 228

83/158



MKB Bank Nyrt.
Consolidated Financial Statements as at 31 DeceRUagr

Data in HUF million except stated otherwise

14. Intangibles, property and equipment

14.1

31 December 2020

Intangible
assets

Freehold
property

Equipment Total

Cost or deemed cost
Balance at 1 January
Addttions — including internally developed
Other modification
Disposals
Disposal due to deconsolidation
Balance at 31 December

Depreciation and impairment loss

Balance at 1 January

Amortization and depreciation for the year

Impairment loss

Disposals

Other modification
Balance at 31 December
Carrying amounts

At 1 January

Balance at 31 December
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40 723 21 257 138 321
3284 2906 22170
(95) (15) (112)
(8 638) (1841) (18 132)
- (114) (151)
35274 22193 142 096
12 384 15 155 79 414
1544 1758 7121
- 112 407
(1192) (1743) (2 974)
(66) - (66)
12 670 15 282 83 902
28 339 6 102 58 907
22 604 6911 58 194
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Intangible Freehold

31 December 2019
assets property

Equipme nt

Cost or deemed cost

Balance at 1 January 68 563 37 622 21 297 127 482
Additions — including internally developed 10371 4 206 1819 16 396
Other modification (51) (82) (30) (163)
Disposals (2542 (1 023) (1 829) (5 394)

Balance at 31 December

Depreciation and impairment loss

Balance at 1 January 49 165 11542 14 632 75 339
Amortization and depreciation for the year 2 807 1551 1662 6 020
Impairment loss - 79 84 163
Disposals 97) (782) (1213) (2 092)
Other modification - (6) (10) (16)

Balance at 31 December

Carrying amounts
At 1 January 19 398 26 080 6 665 52 143

Balance at 31 December 24 466 28 339 6 102 58 90

Depreciation and amortization is presented amormet&ing expenses”.

In 2020, the most significant components of theestinents and developments were the
costs related to the introduction of the instantnpent system, furthermore in the reporting
period the Bank has fine-tuned its Core bankindesysreplaced at the end of June 2018,
which increased the amount of investments and dpwants. In addition, the Bank
disclosed several other items here concerning alegaitions of functional developments of
other IT systems and improvements of the Bank'galigervices.

Changes in the value of right-of-use assets duttiegreporting period are disclosed in
Note 31.
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15. Amounts due to other banks

15.1

31 December 2020 31 December 20

Due on demand

Money market deposits

Borrowings

Repurchase agreement owed to bank

Amounts due to other banks

3279
648
191 883

2732 -

1958

The largest balance of the Amounts due to othekdanHUF 167,367 million, which is the
re-financing loans relating to Funding for Growtth8me at NBH.

16. Deposits and current accounts

16.1

31 December 2020 31 December 20

Corporate clients related
Retail clients related

Deposits and current accounts

891 949
334 580

12269

As at 31 December 2020 and 2019 the Group had pasiteand current accounts measured

at fair value from the total amount.

17. Derivative financial liabilities

17.1

Cost

31 December 202

31 December 201

Book Cost Fair value Book

Derivative instruments by type
FX-based derivative instruments
Index-based derivative instruments
Interest-based derivative instruments
Credit default swaps

Options 21

Derivative financial liabilities

value adjustment value

6 892 - 2634 2634
4 - 2 2

28 416 - 41009 41009
- 36 36

%4 668 (86) 582

668 43 595 44 263

The derivative financial instruments disclosedhe table are measured at fair value through

profit or loss.
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18.

19.

Other liabilities and provision

18.1

31 December 2020 31 December 20
Accruals and other creditors 34 473 38633
Lease liabilties 15 057 12 262
Other taxes payable 1888 1808
Provisions for contingencies and commitments 2831 2519
Other liabilities and provisions 54 249 55 221

Provision for contingencies and commitments

18.2
31 December 2020 31 December 20

Provision for contingencies and commitments

Balance at 1 January 2519 4383
Provisions made during the year 2012 1310
Provisions used/reversed during the year (2 712) (3 180)
Other movements 11 6

Balance at the end of the reporting period

Further information about provisions for contingieiscand commitments are disclosed in
Note 33.
Issued debt securities

As at 31 December 2020 the Group had no own issaeds (2019: HUF Null million).

19.1

Balance at 1 Repurchased Repaid debt Revaluation Balance at

Interest

January debt securities  securities result 31 Decembe

31 December 2019

Structured 4 906 188 (4 991) (203) -
Accrued interest 68 - - - -
Total 4974 188 (4 991) (103)

The Group used fair value option revaluation thtopgofit or loss for structured bonds, as
they were related to assets, which shared the saknthat gave rise to opposite changes in
fair value. The last transaction recognized at Yaiue through profit or loss as option at
initial recognition expired on 2 July 2019.
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20.

21.

22.

Subordinated debt

Subordinated debts are direct, unconditional angecured subordinated bonds of the
Group, and are subordinated to the claims of thru@s depositors and other creditors.

20.1

31 December 2020 Interest Date of issue Maturity date

Amount in Original  Carrying amount
original currency currency  in million HUF

Subordinated debt Fixed rate 26.05.2017 14.06.2024 36 900 000 EUR 13 845
Subordinated debt Fixed rate 28.03.2019 15.04.2026 31000000 EUR 11 631
Subordinated debt Fixed rate 26.05.2020 20.07.2028 51300000 EUR 19 248
Total 119 200 000 EUR 44 73

31 December 2019 Interest Date of issue Maturity date . Amount n Original (.:a"y.”?g amount
original currency currency  in million HUF
Subordinated debt Fixed rate 26.05.2017 14.06.2024 70 000 000 EUR 23 765
Subordinated debt Fixed rate 19.03.2013 14.06.2024 15000 000 EUR 5092
Subordinated debt Fixed rate 28.03.2019 15.04.2026 31000000 EUR 10 524
Total 116 000 000 EUR 39 34

By the end of the reporting period the amount &f sibordinated debt increased to EUR
119.2 million. In May 2020 there was a new issuaincthe amount of EUR 51.3 million,
and the Bank also repurchased EUR 48.1 million frih® subordinated bonds issued
previously.

Share capital

The Bank’s authorised, issued, and fully paid sleapgtal comprises 100 million (2019: 100
million) ordinary shares of HUF 1,000 (2019: HUBY) each. All issued shares rank pari
passu in the event of a winding up.

Reserves

Share premium

Share premium comprises of premiums on share t#gstances.

Retained Earnings

Retained earnings comprise the accumulated pritét taxes earned in the course of the
operating life of an entity of the Group less anydend payment.
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General reserve

According to the Act CCXXXVII of 2013 on Credit lwtions and Financial Enterprises
(Banking Act), banks shall set aside as generatrves10% of Profit after taxation.
Dividends can be paid only after recognition of gqahreserve. This reserve can be utilized
only for losses derived from ordinary activity. @reinstitution can reclassify part or total of
its retained earnings into general reserve. Supenyiauthority can allow the entity not to
set aside the amount calculated as above stated.

The Group discloses general reserve as part oheeta@arnings. In 2020, MKB recognized
general reserve of HUF 11,448 million (2019: HUR8R® million).

Revaluation reserves

Revaluation reserve of financial assets measurdeVaOCI includes the cumulative net
change in the fair value until the derecognitionr Enancial instruments measured at fair
value through other comprehensive income, the Ghasprecognized an impairment loss in
accordance with IFRS 9, which is shown in the Restabn reserve.

The Group did not apply any reclassification adpesits relating to components of other
comprehensive income.

Non-controlling interest
At the end of 2020, the Group does not disclose-tamirolling interest (2019: HUF 35

million), as the Employee Share Ownership ProgrB®dP) was terminated, and financial
settlement was made to the participating members.

23. Deferred tax assets and liabilities

Deferred tax assets and liabilities are attribwablthe following:

23.1
31 December 2020 31 December 2019
Assets Liabilities Net Assets Liabilities Net

Intangibles, property and equipment 171 (205) 179 537 (358)
Securities 380 380 1596 32 1564
Loans and advances to customers 13 - 690 18 672
Allowances for loan losses 66 66 70 - 70
Amounts due to other banks and customers - 479 - 479
Issued debt securities - - - 36 (36)
Provision 119 119 152 - 152
Derivatives - 122 6 116
Other items - - 73 28 45
Tax loss carry-forwards 6531 6531 4 438 - 4 438
Offsetting (301) (531) (531) -
Assets held for sale - 40 - 40
Effect on implementation of IFRS 700 700
Net tax assets / (liabilitie s) 6 979 6 891 8 008 126 7 883

89/158



MKB Bank Nyrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at 31 DeceRiagr

24. Interest and similar to interest income

24.1

Cash and cash equivalents 1 666 317
Loans and advances to banks 203 307
Loans and advances to customers 33136 30918
Derivatives 5495 7 665
Securities 13 808 20 010

Interest and similar to interest income 54 308 59 217

Included within various captions under interestome for the year ended 31 December
2020 is a total of HUF 935 million (2019: HUF 1,3@4llion) accrued on credit impaired
financial assets.

25. Interest expense

25.1
2020 2019

Amounts due to other banks 2264 957
Deposits from customers 3019 2241
Issued debt securities 39 -
Subordinated liabilties 1867 1590
Other fee and commision similar to interest expense 347 294
Derivatives 17 132 13338
Interest expense 24 668 18 420
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26.

27.

Net income from commissions and fees

26.1
2020 2019
Commission and fee income 30 353 35 756
Payment and account services 18 235 20 976
Credit related fees 2117 2295
Card services 2700 2927
Brokerage fees and other securities business 4 448 0375
Other commission and fee income 2853 4521
Commission and fee expense 6 785 8 440
Payment and account services 396 1680
Credit related fees 1637 1877
Card services 1775 1777
Brokerage fees and other securities business 814 4115
Other commission and fee expense 2163 1952
Net income from commissions and fees 23 568 27

Other operating income / (expense), net

27.1

2020 2019
Realized net gain/(loss) on securities measuréairatalue 7 557 24 212
Realized net gain/(loss) on securities measuradnattised cost (233) 5247
Net gain/(loss) on loan and advances measured aafae (16) 134
Net gain/(loss) on derivative transactic 16 66¢ (10 801
Net foreign exchange gain/(lo 122t 901!
Net fair value results from FVTPL revaluation (FVO) - 123
Expense relating to bank lev (1 800 (2023
Transaction dut (10 265 (211935
Net gain/(loss) on investments in Group comp: (84) (318
Other taxe (1817 (3479
Other operating income/(expense), net (5164) (63)
Other operating income/(expense), net 6 071 10 108

In 2020, the Group did not recognize any resulinfi@ir value revaluation of structured
bonds designated at fair value through profit esl(2019: 123 million gains).

Banking tax is shown in "Other expense” as it donesmeet the criteria of current income
tax.
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28. Net impairments / (reversal) and provisions for loses

28.1
Note 2020 2019

Net impairment loss / (reversal)

Loans and advances to banks 8 (54) 5
Loans and advances to customers 11 6 972 2 452
Securities 10 286 19
Other assets 12 (26) (1 169)
Realised loss on sale of loans 662 (1 036)
Non-current assets held for sale and discontinpedations 38 (172) (5 839)

Provision on

Guarantees and contingencies 33 300 218
Impairment and provision for losses 7 968 (5 35¢

29. Operating expense

29.1

General and administration expense 4 987 3394
Legal and advisory services 2194 2201
Wages and salaries 17 589 17 158
Compulsory social security obligations 4232 4 225
Occupancy costs 9717 9 655
Marketing and public relations 809 761
Communication and data processing 5514 5677
Operating expense 45 042 43 24(

In 2020, the Group's average statistical employseler was 2,026 (2019: 2,026).
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30.

Income tax

Income tax expense recognized in the Statement ofdft or Loss and Other
Comprehensive Income

30.1

Current tax expense

Corporate tax charge — on current year profit 971 384
Corporate tax charge — effect of self-monitoringriavious years - (417)

Deferred tax (income) / expense

Origination (reversal) of temporary differences 6981 747)

Income tax (income) / expense 795 (780

Both in the reporting period and in 2019 9% curienbme tax rate was applied on taxable

profit in Hungary. Due to this, 9% rate was applbedh for current income tax and deferred
tax purposes.

Reconciliation of effective tax rate

30.2
2020 2019
% HUF million % HUF million

Profit before income tax 9218 43 368
Income tax using the domestic corporation tax rate .00% 844  9.00% 4161
Effect of tax rates in foreign jurisdictions 0.03% 3 0.05% 22
Movement of unrecognized temporary differences 24.15 2226 0.00% -
Non-deductible expense 2.32% 214 0.16% 73
Tax exempt income -10.57% (974)-1.03% (476)
Re-assessment of unrecognised tax losses carryfiswa24.06% (2 218) -7.27% (3 363)
Effect of transition 7.59% 700 -1.51% (700)
Other tax effects 0.00% - -1.08% (497)

Income tax (income) / expense 795 -1.69%

The Group used a prudent approach concerning tse$o Group companies generating
current year losses were not allowed to recognigedeferred tax assets above the limit of
deferred tax liability in their books. Other groapmpanies used their available business
plan figures for calculating the amount of tax &ssshat can be offset against future tax
bases. Tax losses can be offset against up to 5®3tuce tax bases.
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On 31 December 2020, the Group had unused taxsl@seunting to HUF 287,717 million
(2019: HUF 354,237 million) with the following matty:

30.3

2020 2019
Maturity between 1 and 5 years 16 725 72 709
Mature between 5 and 10 years 27099281 528

Tax loss carryforwards 287 717 354 237

The Group has HUF 215,156 million (2019: HUF 304,9aillion) tax losses carried
forward, on which no deferred tax asset was recaghi

In 2015, the rules of utilization of tax lossesrmat forward have changed in Hungary: tax
losses arising in 2015 and in following years, banutilized solely in the subsequent five
years following the tax year in which they were gietted. Tax losses incurred before 2015
can be utilized until 2030.

The following table presents the main factors @rae in deferred tax:

30.4
2020

Opening  P/L-effective  P/L-neutral Closing

P/L-effective and neutral effects on

s balance movement of movement of balance
deferred tax assets (DTA) and deferred tax liabilies (DTL) v v ;

DTA/DTL DTA/DTL DTA/DTL DTA/DTL

Deferred Tax Assets - due to taxable temporary défrences

Assets

Loans and advances to bank, Loans and advancesttorer 68¢ (675, 14
Provision for losses on loans and adva 7C 4) 6€
Financial assets measured at FV' 12z (122 -
Securitie: 1 59¢ (926 (292) 38(
Intangible Asse! 17¢ (8) 171
Non-current assets as held for 4C (40) -
Other Assel 73 (73)

Liabilities

Amounts due to other banks, Deposits and currestats 48C (480) -
Provision: 152 (33) 11¢
Deferred Tax Assets - due to tax losses 4 43¢ 2 09: 6 53]
Deferred Tax Assets - Tax Credits 70C (700, -
Subtotal DTA before netting 8541 (968) (292) 7 281
Deferred Tax Liabilities - due to taxable te mporarydifferences

Assets

Loans and advances to bank, Loans and advancesttorer (19) 6 (13)
Securitie: (34) 34 -
Property, plant and equipment and investment pty (537, 161 (376,
Other Asset -
Liabilities

Issued debt securiti (36) 3€

Derivative financial liabilitie (6) 6

Other liabilties (27) 27

Subtotal DTL before netting (659) 270 (389)

Subtotal DTA after netting completely with DTL (292)
Subtotal DTL after netting completely with DTA -
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2019

Opening  P/L-effective  P/L-neutral Closing

P/L-effective and neutral effects on

i bal t of tof  bal
deferred tax assets (DTA) and deferred tax liabilies (DTL) aance  movement of movement o aance

DTA/DTL DTA/DTL DTA/DTL DTA/DTL

Deferred Tax Assets - due to taxable temporary difrences

Assets

Loans and advances to bank, Loans and advancesttomer 68¢ - - 68¢
Provision for losses on loans and adva 7€ (8) - 7C
Financial assets measured at FV’ 127 - - 122
Securitie: 141( (134, 32z 1 59¢
Property, plant and equipment and investment ptg 3 3) - -
Intangible Asse 204 (25) - 17¢
Non-current assets as held for sale 40 - - 40
Other Assets 73 - - 73
Liabilities

Amounts due to other banks, Deposits and curresdiats 480 - - 480
Provisions 350 (198) - 152
Deferred Tax Assets - due to tax losses 310 133 - 4 43¢
Deferred Tax Assets - Tax Credits 70C - - 70C
Subtotal DTA before netting 7 253 966 322 8 541
Deferred Tax Liabilities - due to taxable te mporarydifferences

Assets

Loans and advances to bank, Loans and advancestmrer (95) 7€ - (19)
Provision for losses on loans and adva (688, 68¢ - -
Securitie: (34) - - (34)
Property, plant and equipment and investment ptg (538 1 - (537,
Other Assets (16) 16 - .
Liabilities

Issued debt securities 37) 1 - (36)
Derivative financial liabilities (6) - - (6)
Other liabilties (27) - - (27)
Subtotal DTL before netting (1 441) 782 - (659)

Subtotal DTA after netting completely with DTL

Subtotal DTL after netting completely with DTA

DTA and DTL are determined on each subsidiaries.

31. Leases

At the date of the initial application the Groupdhenly a few leases that were previously
classified as finance lease, for which transitmifRRS 16 had no significant impact.

The Group leases personal and commercial vehleleses and sub-leases office spaces.
The Group reassessed the classification of a @aggleontracts, in which it acts as a lessor

and there is no change in the classification of¢hmontracts as a consequence there was not
significant impact.
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31 December 2020 Other assets  Properties IT eqoipnts Total

Cost or deemed cost

Balance at 1 January 17 8 259 412 8 688
Additions - 2225 766 2991
Revaluation - (98) - (98)
Other modification - 109 - 109
Balance at 31 December 17 10 495 1178 11 69¢

Depreciation and impairment losses

Balance at 1 January 4 2921 138 3063
Depreciation for the year 4 887 85 976
Revaluation - (69) - (69)
Balance at 31 December 8 3739 223 3 97¢

Carrying amounts

Balance at 1 January 13 5338 274 5625
Balance at 31 December 9 6 756 955 7 72
31 December 2019 Other assets  Properties IT eqoipnts Total

Cost or deemed cost

Balance at 1 January 17 8 246 450 8713
Additions - 13 (38) (25)
Balance at 31 December 17 8 259 412 8 684

Depreciation and impairment losses

Balance at 1 January - 2 056 67 2123
Depreciation for the year 4 871 82 957
Disposals - (6) (11) a7)
Balance at 31 December 4 2921 138 306

Carrying amounts
Balance at 1 January 17 6 190 383 6 590

Balance at 31 December 13 5338 274 562
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31.2

Within 3 Within 1 Within 3
31 December 2020 months and yearand 3 years and 5
months
1 year years VCEIS

Within 3

Contractual value of lease liabilties 586 2412 6 931 3548 10 889 24 366

Within 3 Within 3 Within 1 Within 3
31 December 2019 1EAin months and yearand 3 years and 5
months
1 year years years

Contractual value of lease liabilties 253 1603 5 065 3345 11532 21798

31.3

31 December 2020 Long-term  Short-term Total

Carrying amount of lease liabilties 13 138 1869 15 057
31 December 2019 -term  Short-term Total
Carrying amount of lease liabilties 11 358 904 12 262
314
2020 2019
Interest expense recognized on lease liabilties 8210 1038
Expense recognized for short-term leases - 66
Depreciation charged for the year (974) 940
Cash outflow for leases 1103 458

The value of contracts for which the Group doesaxpiect to exercise the extension and / or
exercise option is immaterial.

The Group elected not to recognise right-of-usestasand lease liabilities for short-term
leases of machinery that have a lease term of I2hwoor less and leases of low-value
assets (e.g including printers, IT equipment). Ekpense relating to leases of low-value
assets and short-term leases was HUF 95 milliothforeporting period.

The relevant rules on measurement, recognitiorpaeskntation are disclosed in Note 4.

31.5

2021 2022 2023 2024 2025 2026 2027 2028 2029

Lease payments that depend on an i 1 44¢ 1371 1137 344 244 162 122 8C 4
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32. Earnings per share
The calculation of basic earnings per share on 8deBber 2020 based on the net income

attributable to ordinary shareholders of HUF 8,4#Bion (2019: HUF 44,148 million) and

a weighted average number of ordinary shares mulisig of 100,000 thousands (2019:
99,906 thousands).

Basic value

31 December 2020

Net income available to

Earmings per ordinary shareholders HUF 8,423 milion
Ordinary Share = (in HUF million) - = = HUF84
(in HUF) Average number of ordinary
shares outstanding (thousands) 100,000 thousands
31 December 2019
Net income available to
Earnings per ordinary shareholders HUF 44,148 milion
Ordinary Share = (in HUF milion) - = = HUF 442
(in HUF) Average number of ordinary
shares outstanding (thousands) 99,906 thousands

The calculation of fully diluted earnings per sharas based on the profit attributable to
ordinary shareholders and the weighted average auoflordinary shares outstanding after
any adjustment for the effects of all dilutive pdtal ordinary shares. In the reporting period
and in the previous period there were no dilutiactdrs.

Diluted value

31 December 2020

Net income available to

. . ordinary shareholders HUF 8,423 milion
Diluted Earnings i HUE mil
per Share = A (in l;m |orfl) i = = HUF84
(in HUF) verage number of ordinary

shares outstanding taking into 100,000 thousands
account the dilution factors
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31 December 2019

Net income available to

. . ordinary shareholders HUF 44,148 milion
Diluted Earnings i HUE mil
per Share = — (in t;"' 'O?) —— = = HUF 442
(in HUF) verage number of ordinary

shares outstanding taking into 99,906 thousands
account the dilution factors

33. Contingencies and commitments

33.1

Gross Provision

Sl PeEElils el 2y amount Stage 1 Stage 2 Stage 3 IAS 37NEt amount

Contingencies

Guarantees and similar obligations 119 328 (209) (395) (41) - 118 683
Obligations from letters of credit and other sherm trade related

items 17 226 (14) - - - 17 212
Other contingent liablities (including litigation) 147 (1) 9) - (696) 11 231
Total contingencies 148 501 (234) (404) (41) (696) 147 126
Commitments

Undrawn commitments to extend credit 268 298 (877) (113) (465) - 266 843
Total commitments 268 298 (877) (113) (465) - 266 843

Gross Provision

£l [DEER o 20 amount Stage 1 Stage 2 Stage 3 IAS 37Net amount

Contingencies

Guarantees and simiar obligations 98 357 (101) (166) (93) - 97 997
Obligations from letters of credit and other shert trade related

items 14 570 9) - - - 14 561
Other contingent liablities (including litigation) B2 (6) 2 (127) (1 058) 8 039
Total contingencies 122 159 (116) (168) (220) (1058) 120597
Commitments

Undrawn commitments to extend credit 235494 (306) (366) (285) - 234 537
Total commitments 235 494 (306) (366) (285) - 234 53

99/158



MKB Bank Nyrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at 31 DeceRagr

34.

Use of estimates and judgements

Management discusses with the Group SupervisorydBthee development, selection and
disclosure of the Group’s critical accounting pi@gand estimates, and the application of
these policies and estimates.

These disclosures supplement the commentary ondi@aisk management (see Note 6).
Key sources of estimation uncertainty
Allowances for credit losses

Assets accounted for at amortised cost are evaldatémpairment on a basis described in
accounting policy (see Note 4).

The specific counterparty component of the totddvednces for impairment applies to
financial assets evaluated individually for impasémhand is based upon management’s best
estimate of the present value of the cash flomsareexpected to be received. In estimating
these cash flows, management makes judgements almmutnterparty’s financial situation
and the net realisable value of any underlyingatefbl. Each impaired asset is assessed on
its merits, and the workout strategy and estiméteash flows considered recoverable are
independently approved by the Credit Risk function.

Collectively assessed impairment allowances coveditlosses inherent in portfolios of
loans and advances with similar credit risk chamstics when there is objective evidence
to suggest that they contain impaired loans andwabs but the individual impaired items
cannot yet be identified. In assessing the neeadtlective loss allowances, management
considers factors such as credit quality, portfslize, concentrations and economic factors.
In order to estimate the required allowance, astiompare made to define the way inherent
losses are modelled and to determine the requirpdt iparameters, based on historical
experience and current economic conditions. Tharacy of the allowances depends on the
estimates of future cash flows for specific coupdety allowances and the model
assumptions and parameters used in determiningctiolk allowances.

Uncertain or unanticipated future events couldltesumaterial adjustments to provisions or
additional allowances. The accounting values detexthare not fair values or market prices
that might be determined if the underlying assetssald to a third party.

Determining fair values

The determination of fair value for financial assend liabilities for which there is no
observable market price requires the use of valodgchniques as described in accounting
policy. For financial instruments that trade infwegtly and have little price transparency,
fair value is less objective, and requires varyoegrees of judgement depending on
liquidity, concentration, uncertainty of market tias, pricing assumptions and other risks
affecting the specific instrument. See also “Vahmabf financial instruments” below.
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Critical accounting judgements in applying the Groyp’s accounting policies

Critical accounting judgements made in applying@neup’s accounting policies include:
Valuation of financial instruments

The Group’s accounting policy on fair value meaments is discussed under Note 4.
The Group measures fair values using the follovhilegarchy of methods:

» Level 1: Quoted market price in an active marketaio identical instrument.

» Level 2: Valuation techniques based on observaipets. This category includes
instruments valued using: quoted market prices dtive markets for similar
instruments; quoted prices for similar instrumentmarkets that are considered less
than active; or other valuation techniques whelrgighificant inputs are directly or
indirectly observable from market data.

» Level 3: Valuation techniques using significant bheervable inputs. This category
includes all instruments where the valuation teghaiincludes inputs not based on
observable data and the unobservable inputs caud h significant effect on the
instrument’s valuation. This category includesnmsients that are valued based on
guoted prices for similar instruments where sigaifit unobservable adjustments or
assumptions are required to reflect differenceséen the instruments.

Fair values of financial assets and financial liies that are traded in active markets are
based on quoted market prices or dealer price tio$a For all other financial instruments

the Group determines fair values using valuatiahneyues. Valuation techniques include
net present value and discounted cash flow modelsparison to similar instruments for

which market observable prices exist, Black-Schaled polynomial option pricing models

and other valuation models. Assumptions and inpsed in valuation technigues include
risk-free and benchmark interest rates, creditegfgeand other premia used in estimating
discount rates, bond and equity prices, foreigmerury exchange rates, equity and equity
index prices and expected price volatilities andalations.

Counterparty risk (CVA) and own credit risk (DVA} ialso taken into account by
calculation of fair value of derivative transactaexcept of the followings:
1. Netting of NPVs to counterparty level is allowedyoim case of International Swaps
and Derivatives Association (ISDA) agreement islatée.
2. If the partners have Credit Support Annex (CSA)tfa derivative then both CVA
and DVA are 0.
3. If the contract covered by collateral then CVA=0.

The objective of valuation techniques is to arrtea fair value determination that reflects
the price of the financial instrument at the endhaf reporting period that would have been
determined by market participants acting at arergth.

The Group uses widely recognised valuation modefsdetermining the fair value of
common and more simple financial instruments, Iikerest rate and currency swaps that
use only observable market data and require ltidmagement judgement and estimation.
Observable prices and model inputs are usuallyiabtaiin the market for listed debt and
equity securities, exchange traded derivatives samgble over the counter derivatives like
interest rate swaps. Availability of observable kedrprices and model inputs reduces the
need for management judgement and estimation @adratluces the uncertainty associated
with determination of fair values. Availability @bservable market prices and inputs varies
depending on the products and markets and is goodeanges based on specific events and
general conditions in the financial markets.
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For more complex instruments, the Group uses ptgssi valuation models, which usually
are developed from recognised valuation models.€Somall of the significant inputs into
these models may not be observable in the marketase derived from market prices or
rates or are estimated based on assumptions. Egarhjihstruments involving significant
unobservable inputs includes certain over the @rwsttuctured derivatives and certain loans
and securities for which there is no active marketduation models that employ significant
unobservable inputs require a higher degree of gemant judgement and estimation in
determination of fair value. Management judgemerat estimation are usually required for
selection of the appropriate valuation model toused, determination of expected future
cash flows on the financial instrument being valuedétermination of probability of
counterparty default and prepayments and seleofiappropriate discount rates.

The table below analyses financial instruments ovealat fair value, by valuation method:

34.1

Quoted market Valuation techniques -
significant

unobservable inputs

Valuation techniques -
observable inputs

prices in active
markets

31 December 2020

Derivative financial assets 9 - 23262 - 23262
Securities 10 544 554 79 535 - 624 089
Loans and advances to customers 11 - - 938 938
Derivate financial liabilities - 35 406 - 35 406
Total 544 554 138 203 938 683 69
31 December 2019

Derivative financial assets 9 - 18 193 - 18 193
Securities 10 293 234 21274 - 314 508
Loans and advances to customers 11 - - 1323 1323
Derivate financial liabilities 17 - 44 263 - 44 263
Total 293 234 83 730 1323 378 28

The determination of fair value level and the tfars between levels are in line with
accounting policy (see Note 4). There were no fexasbetween fair value levels in the
reporting period ended on 31 December 2020.

There is no active quotation of discount governniemtds when they reach within 3-month
maturity. For discount government bonds within tiegurity of 3 months, the Group is using
yield-curve valuation technique. The inputs of yfigd-curve are the relevant active market
prices, consequently it is considered as Levell@atimn. The inputs of the where the yield-
curve and the applied based currency mismatcheadnsider as Level 3 valuation.

As part of its trading activities the Group ente® OTC structured derivatives, primarily
options indexed to equity prices, foreign excharages and interest rates, with customers and
other banks. Some of these instruments are valugdgumodels with significant
unobservable inputs, principally expected long-terotatilities and expected correlations
between different asset prices or foreign currenahange rate¥hese inputs are estimated
based on extrapolation from observable shorter-teohatilities, recent transaction prices,
quotes from other market participants and histbdesa.
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In determining fair values, the Group does notasgrages of reasonably possible alternative
inputs as averages may not represent a price ahwahiransaction would take place between
market participants on the measurement date. Wternative assumptions are available within
a wide range, judgements exercised in selectingtbe appropriate point in the range include
evaluation of the quality of the sources of infits example, the experience and expertise of
the brokers providing different quotes within agengiving greater weight to a quote from the
original broker of the instrument who has the naetailed information about the instrument)
and the availability of corroborating evidencedspect of some inputs within the range.

The following table presents the major risks and #mounts of fair value of financial

instruments. Each financial instrument is repodethir value and categorized based on all the
risk factors which they are exposed to. Most typfinancial instruments are exposed to more
than one risk, therefore fair values of those umgnts are included in all relevant columns,
resulting that the sum of total exposures by lirey mot be equal to the relevant lines in the

Statement of Financial Position.

Nature and extent of exposure to risks arising fiioancial instruments:

34.2
Note

31 December 2020

Derivative financial assets 9
Securities 10
Loans and advances to customers 11
Derivative financial liabilities 17
Total

31 December 2019

Derivative financial assets 9
Securities 10
Loans and advances to customers 11
Derivative financial liabilities 17

Total
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exchange rate

12 094 11 997 -
617 886 36 033 -
938 22 -
28 416 6 892 98
659 334 54 944 98
4748 15 340 -
310 248 8 416 -
1323 196 -
41 009 2634 620
357 328 26 586 620
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35. Accounting classifications and fair values

The estimated fair values disclosed below are desiégl to approximate values at which
these instruments could be exchanged in an arm{ghHdransaction. However, many of the
financial instruments have no active market andefioee, fair values are based on estimates
using net present value and other valuation teciesigsee Note 4, and Note 34), which are
significantly affected by the assumptions used lm dmount and timing of the estimated
future cash flows and discount rates. In many gaisesould not be possible to realise
immediately the estimated fair values given the sizthe portfolios measured.

The table below sets out the carrying amounts amdrélues of the Group’s financial assets

and financial liabilities:

35.1

Fair value
through profit
orloss

31 December 2020 Note

Amortised

Fair value
through other

Total

carrying
amount

. Fair value
cost comprehensive

Financial assets

Cash and cash equivalents 7

Loans and advances to banks 8

Derivative financial assets 9 23 262
Securities 10 16 922
Loans and advances to customers 11 938
Total 41122
Financial liabilities

Amounts due to other banks 15

Deposits and current accounts 16

Derivate financial liabilties 17 35 406
Subordinated debt 20

Total 35 406

Fair value
through profit
orloss

31 December 2019 Note

Financial assets

Cash and cash equivalents 7

Loans and advances to banks 8

Derivative financial assets 9 18 193
Securities 10 4900
Loans and advances to customers 11 1323
Total 24 416
Financial liabilities

Amounts due to other banks 15

Deposits and current accounts 16

Derivate financial liabilties 17 44 263
Subordinated debt 20

Total 44 263
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Amortised

income

294183 294 183 294 183
83558 83 558 82 642

- B 23 262 23 262

549 938 607 167 1174027 1172547
1113024 1113 962 1086 079
2040 703 607 167 2 688 992 2658 713
575 097 575 097 575 097
1862 261 1862 261 1862 261

- - 35 406 35 406

44724 44724 44724

2 482 082 = 2517488 2517 488

Fair value
through other
cost comprehensive

income

Total
carrying
amount

Fair value

55 388 55 388 55 388

62 392 62 392 61 709

- - 18 193 18193

286 386 309 608 600 894 590 162
928 990 930 313 929 004
1333 156 309 608 1667 180 1 654 454
195 810 195 810 195 810
1226 529 1226 529 1226 529

- - 44 263 44 263

39381 39381 39381
1461 720 - 1505983 1505 983
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The methods and the assumptions applied in detargnfair values of financial instruments
when a valuation technique is used were as follows:

Cash and cash equivalents

Due to the short term nature, the carrying amounCash and cash equivalents is a
reasonable approximation of their fair value.

Derivative financial instruments

Fair values of Derivative financial instruments areded in active markets are based on
quoted market prices or dealer price quotationsaf@ther financial instruments the Group
determines fair values using valuation techniques.

Securities

The fair values of instruments grouped into Semsitre based on quoted market prices,
when available. If quoted market prices are notilabke, fair value is estimated using
qguoted market prices of similar securities. FotHer information, please refer to Note 10.

Loans and advances to banks and to customers

The fair value of loans and advances is based sereable market transactions, where
available. In the absence of observable markesaetions, fair value is estimated using
discounted cash flow models. Performing loans am@upmed, as far as possible, into
homogeneous pools segregated by coupon rates. niarale contractual cash flows are
discounted using a rate which is sum of the avilaiterest rate which would have been
offered if the customer applied for loan at the esfdthe reporting period plus the
counterparty marge. The used interest rates aitabheain published Terms and Conditions
as of 31 December, 2020 and the counterparty margegailable in the Group’s systems.
The rediscounted cash flows are decreased usirtheogame impairment percentage as it
was used for impairment purpose, and it is conediexrs fair value of the loan portfolio.
Non-performing loans which are assessed for imgaitnindividually are discounted with
discount factors which are calculated as in caggedbrming loans, but that estimated cash
flows of these loans are used for calculation, Whi@s also used for impairment purpose. In
the case of work-out loans where the Group expegh flows only from sale of collaterals
and therefore they are impaired to the net presdoe of this amount, the fair value is equal
with the carrying amount.

The fair value of Loans and advances to banks amtdistomers on demand is not different
from the amounts receivable at the end of the temgpperiod.

Amounts due to other banks and Current and dep@sitounts

For the purposes of estimating fair value, Amouhig to other banks and Current and
deposit accounts are grouped by residual matufigir values are estimated using
discounted cash flows, applying current rates effefor deposits of similar remaining
maturities plus the Group own credit risk. For deiaing own credit risk (DVA — Debit
Value Adjustment) the Group uses the own PD and WSE&d also for risk purposes which
is also in line with the DVA calculation method foegative fair value derivatives. The fair
value of a deposit repayable on demand is assumbd the amount payable on demand at
the end of the reporting period.
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Issued debt securities and Subordinated debt

Fair values are determined using quoted markeegrat the end of the reporting period
where available, or by reference to quoted markieep for similar instruments plus own
credit risk.

36. Related parties

The Group’s related parties include the parent @oigs, subsidiaries, joint ventures,
associates, Key Management Personnel of the Bahksiparent,, close family members of
Key Management Personnel, consolidation group amities which are controlled, jointly
controlled or significantly influenced, or for wiicsignificant voting power is held, by
related parties, Key Management Personnel or tlege family members. Government-
related entities are exempt from the general discky based on IAS 24.25. Key
Management Personnel are the members of the gagetmbards of the Group like
Supervisory Board and the members of the Boardirafciors.

Transactions with related parties

Related parties have transacted with the Groumduhie period as follows:

36.1

Parent company Non- . Key Other related

. consolidated  Associates Management .
and its group N parties
subsidiaries Personnel

2020 2019 2020 2019 2020 2019 2020 2019 2020 2
Assets
Amounts due from other banks 834 - - - - - - - - -
Loans and advances to customers -15744 1745 1078 - 237 183 370 208 -
Derivative finacial assets - 57 - - - - - - 372 66
Debt securities 14 109 - 1086 - - - - - - -
Equity instruments - - 1503 686 150 610 - - 137 147
Liabilities
Amounts due to other banks 53433 - - - - - - - - -
Current and deposit accounts 671 11 342 854 192 74 149 289 386 3328 2143
Derivative finacial liabilties 852 - - - - - - - 506 149
Other liabilities 1 - - - - - - - -
Income statement
Interest and similar income 705 702 16 24 - 5 4 7 2 1
Interest expense (3€9)  (10) 3 - - - - - 2 (1)
Net income from commissions and fees 193 610 15 8 64 51 49 3 18 14
Other net income / (expense) (110) (560) (1) (6) ) (3) (1175)(1190) (12 (8)
Contingencies and commitments 10 3779 2864 1791 - 40 515 13 994 490
Allowances for impairment 5 5636 3984 2462 - 3 1 - 2 1

Significant part of the amount outstanding from Kganagement Personnel represents
mortgages and secured loans granted and these #&wansecured over property of the
respective borrowers.
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37.

The above transactions with other than Key Managén®ersonnel were made in the

ordinary course of business and on substantiaflystime terms, including interest rates and
security, as for comparable transactions with pessd a similar standing. The transactions
did not involve more than the normal risk of repayrm

Other related parties include the interests of Kley Management Personnel and other
investments.

Impairment losses and provisions against balancéstamding with related parties were
recognized during ordinary course of impairmenteasment. Incurred loss has been
recognized on balance sheet items and off balaneet stems with related parties which
were individually or collectively assessed.

Key management personnel compensation for thegeamprised:

36.2

2020 2019
Short-term employee benefits 691 737
Termination benefits 72 -
Share-based payment transactions 400 450
Total 1163 1187

Segment information

The following segment information has been prepaiedaccordance with IFRS 8,
“Operating Segments,” which defines requirements fbe disclosure of financial
information of an entity’s operating segmentsoltdws the “management approach”, which
requires presentation of the segments on the basie internal reports about components
of the entity which are regularly reviewed by theef operating decision-maker in order to
allocate resources to a segment and to assesfissrpance. Management reporting for the
Group is based on IFRS presenting the followingresgs.

Business segments

The business segments identified by the Group septethe organizational structure as
reflected in its internal management reporting eyst The Group is organized into five
business lines, each with its own distinct market products. Each business line has its own
set of objectives and targets broken down by operatnits, which are consistent with the
Group's overall strategic direction.

As of 31 December 2020, the Group's business sdgraad their main products were:
Corporate Banking

The Group provides trade finance, a wide array reflit, account and deposit products,
forfeiting and factoring, letters of credit, guatees, international payments, project and

structured finance, investment and financial adyisservices to large entities through
branches and electronic delivery channels.
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Institutional Banking

Group serves financial institutions, financial seevcompanies and other entities with

financial services, as well as international anthéstic payments, the Treasury department
deals with investments in securities, hedging tatisns and correspondent banking

services The Group participates in bank-to-bankriae.

Retail and Private Banking
The Group provides a wide range of deposit andhgavinstrument, credit and debit cards,
portfolio management, and a limited number of lpapducts to high net worth individuals

and entrepreneurs through 51 full-service branamek sub-branches (2019: 51 branches),
ATMs, telephone and electronic channels.

Leasing

The leasing portfolio of the Group is managed leyMKB-Euroleasing Group, in which the
Bank acquired 100% share in 2015. The former sifagas model of operation limited to
vehicle financing was replaced by a multi-focus elod’he activities were extended to
financing agricultural machinery, large commereighicles, buses and general machinery.

Other

Residual items which cannot be directly allocatedbtisiness segments (mainly general
administration expense) are included in the Othézgory.
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37.1

31 December 2020

Assets

Cash and cash equivalents

Loans and advances to banks

Derivative financial assets

Securities

Loans and advances to customers

Non-current assets held for sale and discontinpedations
Other assets

Current income tax assets

Deferred tax assets

Investments in jointly controlled entities and asates
Intangibles, property and equipment

Total assets
Liabilties

Amounts due to other banks
Deposits and current accounts
Derivate financial liabilties
Other liabilties and provisions
Current income tax liabilties
Deferred tax liabiities
Subordinated debt
Shareholders' equity

Total liabilities
Income statement

Interest and similar income

Interest expense

Net income from commissions and fees

Other Income

(Impairment) / Reversal and provision for losses
Operating costs

Expense related to bank levies

Share of associates' profit

Segment result
Other information
Capital expenditure

Depreciation and amortisation
Other non-cash expense

Retail and
Private
Banking

Euroleasing
Group /
Leasing

Institutional
Banking

Corporate

Note Other Total

Banking

7 - - - 294 183 - 294 183
8 - - - 83 558 - 83 558
9 - - - 23262 - 23262
10 82187 - - 1091 840 - 1174027
11 685 304 183 971 244 687 - - 1113962
38 504 - - - 1029 1533
12 - - - - 17 146 17 146

- - - - 1468 1468

23 - - - - 6979 6979
13 - - - - 7295 7295
14 - - - - 58194 58194

767 995 183 971 244687 1492843 92111 2781 60

15 - - - 575097 - 575 097
16 1460 373 - 401 888 - - 1862261
17 - - - 35 406 - 35 406
18 39076 - 3331 - 11 842 54 249
- - - - 3 3

23 - - - - 88 88
20 - - - 44724 - 44724
21,22 - - - - 209779 209 779

1499 449 = 405 219 655227 221712 278160

24 12 724 6011 10 525 25833 (785) 54308
25 (709) &) (51) (25 236) 1330 (24 668)
26 13 981 (131) 6375 3343 - 23568
27 (5 829) 193 1991 28 825 (17 309) 7871
28 (4 242) (933) (2875 (134) 216 (7 968)
29 (18 683) (3 603) (17 234) (5632) 110 (45 042)
27 - - - - (1 800) (1 800)
- - - - 2949 2949

(2 758) 1535 (1 269) 26999 (15 289) 9218

- - 6102 - 16 068 22170

14 - - - - 7121 7121
871 167 795 260 (5) 2088
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Euroleasing Retail and

Corporate Institutional

31 December 2019 Note . Group / Private X Other Total
Banking : . Banking
Leasing Banking
Assets
Cash and cash equivalents 7 55 388 55 388
Loans and advances to banks 8 62 392 62 392
Derivative financial assets 9 18 193 18 193
Securities 10 34 080 566 814 600 894
Loans and advances to customers 11 538 288 162 486 229 539 930 313
Non-current assets held for sale and discontinpedations 39 3930 145 4075
Other assets 12 15176 15176
Current income tax assets 539 539
Deferred tax assets 24 8008 8008
Investments in jointly controlled entities and asates 13 5911 5911
Intangibles, property and equipment 14 58 907 58 907
Total assets 576 298 162 486 229 684 702 787 88541 1759794
Liabiities
Amounts due to other banks 15 195 810 195 810
Deposits and current accounts 16 891 949 334 580 1226 529
Derivate financial liabilties 17 44 263 44 263
Other liabilties and provisions 19 848 54 374 55222
Current income tax liabiities 3 3
Deferred tax liabilties 24 126 126
Issued debt securities 20 -
Subordinated debt 21 39381 39 381
Shareholders' equity 22,23 198 462 198 462
Total liabilities 892 797 - 334 580 279 454 252 965 1759 79§

Income statement

Interest and similar income 25 12 740 6411 9 697 30 043 326 59 217
Interest expense 26 (938) - (72) (17 410) - (18 420)
Net income from commissions and fees 27 17 500 (99) 7594 2321 - 27 316
Other Income 28 6037 244 1417 17 840 (10 370) 15 168
(Impairment) / Reversal and provision for losses 29 (2 920) (262) 8331 (6) 207 5350
Operating costs 30 (18 266) (3339) (16 537) (3075) (2023) (43 240)
Expense related to bank levies 30 - - - (2023) (2023)

Segment result 14 153 2 955 10 430 29 713 (13 883) 43 368

Other information

Capital expenditure 3754 12 642 16 396
Depreciation and amortisation 14 6 020 6 020
Other non-cash expense 801 272 732 55 (62) 1798

Measurement of segment profit or loss

Segment reporting under IFRS 8 requires a presentaf the segment results based on
management reporting methods with reconciliatiotwben the results of the business
segments and the consolidated financial statem@&hes.information provided about each
segment is based on the internal reports about esgigprofit or loss, assets and other
information which are regularly reviewed by theefloperating decision maker.

Calculation of intersegment revenue

Intersegment revenues and expenses are calculat@aret interest method. In the case of
refinanced loans, as well as those linked to a sigpare evaluated against the connected
transaction. Revenues and expenses on refinaneed land loans linked to deposit are
calculated with reference to the interest of theaulying transaction.

Since the Group’s business activities are divemseaiure and its operations are integrated,
certain estimates and judgments have been madpptwtsn revenue and expense items
among the business segments.

Both revenues and non-current assets can be cednéztdomestic activities based on
geographical location.
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38.

Non-current assets held for sale and discontinuecperations

In the first half of 2019, the key management &f @roup decided to sale a loan portfolio of
HUF 43,213 million (related loss allowances of HBE878 million), which resulted in a
reclassification of HUF 10,335 million of loans tweld for sale. The Agreement of
receivables assignment was signed in the thirdtguaf 2019. The buyer paid up the total
price of HUF 9,022 million. On 31 December 201% tiet amount of non-current assets
held for sale and discontinued operations was HF5% million (gross value of HUF
13,274 million, relating loss allowances of HUF3g0million).

On 31 December 2020, a loan portfolio in net amadriiUF 504 million was reclassified
to non-current assets held for sale (gross valueHoF 2,975 million, relating loss
allowances of HUF 2,471 million). Furthermore theo@® discloses one of the real estates
of MKB Uzemeltetési Kift. in the amount of HUF 1,088llion as non-current assets held
for sale, the disposal of the real estate is exgokeitt be completed in 2021.

Non-current assets held for sale and assets dbititiés discontinued operation include the
followings:

38.1

Assets
Loans and advances to customers 504 4 075
Intangibles, property and equipment 1029 -
Total assets 1 533 40
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39.

Government grants

The NBH launched its three-pillar Funding for Growécheme (FGS) on 1 June 2013,
primarily to stimulate lending to small and medigimed enterprises. Under Pillar | and 1l of
the FGS the NBH provided refinancing loans to drédstitutions participating in the
Scheme, at 0 per cent interest rate and with armasi maturity of 10 years, which were
lent further by the credit institutions to the SMEsh a capped interest margin.

Under Pillar | of the Scheme investment and curesset loans, EU subsidy financing, and
loan refinancing denominated in Hungarian Forintldobe carried out. Pillar Il of the
Scheme aimed to reduce the ratio of SME’s foreigmency loans, allowing conversion of
foreign currency loans to forint loans.

On 11 September 2013 the Monetary Council decidaxntinue the Scheme, and launched
the second phase, which was available until 31 Dbéee 2016.

On 16 March 2015, the NBH launched FGS Plus Progitamrder to improve access credit
facility of small and medium-sized enterprises pantticipating in FGS so far.

On 6 October 2015, the Monetary Council decidedatonch the third phase of FGS —
aiming at the gradual ending of the program. Tl thhase consists of two Pillars, in Pillar
I a market priced EUR/HUF swap transaction (CIRS)linked to the refinancing
denominated in Hungarian Forint, which allows creiistitutions lending in foreign
currency — without any currency risk — to SMEs hgvatural foreign currency hedge.

The NBH intends to improve the structure of doneeSHME lending through the NHP Fixed
Income Facility, by improving access to long-tefixed-rate loans for SMEs, which will be
part of the NHP, starting January 1, 2019. UnderNiMP Fix program, the NBH provides
credit institutions with a null per cent intereate refinancing loan for a maximum of 10
years, which they further lend to SMEs in the fafroans or financial leases at a limited
interest rate up to 2.5% per annum.

In order to alleviate the negative economic effeftthe COVID-19 coronavirus pandemic
and to avoid credit market disruptions, on 20 AgORO, the NBH launched the FGS Go
construction, which is part of the FGS Program. Min& of the new program was set by the
Monetary Council at HUF 1,500 billion. On 17 Novesnt2020, the Monetary Council

decided to increase the limit of the program by HLBOO billion to HUF 2,500 billion.

Under the Program the NBH provides refinancing $oamcredit institutions, at O per cent
interest rate and with a maximum maturity of 20rggan case of specified working capital
loans and subsidy pre-financing loans, the matuotythe refinancing loans can be
maximum 3 years), which are lent further by theditrénstitutions to the SMEs with a
capped annual costs and they also refinance fiabscterprises for the same purpose.

The Group participated in all phases of the Schend,lent HUF 432,690 million loan to
SME'’s since the beginning of the program, with iateriest rate of 2.5% and EUR 56 million
in course of the third phase. Until 31 December2@2UF 114,823 million was disbursed
under the FGS Go construction In the fourth quanfeR019 the Group has finished the
acquisition of HUF 7,000 million Hungarian Developnt Bank’s loan portfolio related to
FGS at NBH.
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The loans lent as part of FGS are measured at imeubrtost at Group, however at initial
recognition the difference between the carrying amand the fair value of the loans and
parallel of the NBH funds denominated in HUF wa$eded to Other assets (HUF 8,640
million) and to Other liabilities (HUF 19,623 miin), which is amortised to Profit and loss
during the term of the loans. This difference waseth by the gap between the market
interest rate and the subsidized rate.

The fair value of the loans denominated in HUF amied to HUF 146,043 million as of 31
December 2020 (2019: HUF 86,541 million).

Group joined Market Loan Program - called PHP -1@&nJanuary 2016 that is aimed at
stimulating the banks’ transition towards lending market terms, and to continue to
encourage banks to grant loans to SMEs. At the san& the NBH also started to phase
out the NHP 1l program.

Group undertook a HUF 25 billion growth in the nettume of SME lending in 2016
concerning Market-based Lending Scheme (PHP), wihimieased by HUF 5 billion in 2017
in the framework of the second phase of PHP. TbezeiGroup concluded HIRS
transactions with NBH in a total amount of HUF 13illion.
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40.

Share based compensation

On 14 July, 2016 MKB Bank established the Emplogreare Ownership Programme
(ESOP) organization of the Bank. The organizatias westablished in order to fulfil the
objectives of the remuneration policy of the BaBlased on the remuneration policy the
eligible employees of the Bank were entitled tocpase the shares of the Bank given certain
non-market vesting conditions. In certain groupebdible employees are entitled to cash
compensation based on the actual sale of the shatésy the ESOP organization given
certain non-market vesting conditions are met. ¥éting conditions include employment
during the vesting period and a successful listiregess of the Bank’s shares to a regulated
capital market or three years of prudential operaticcording to efficient and effective risk
management prescribed by law. The listing prochesld be closed until the end 2019 and
the ESOP organization is required to sale the MKRras held in two years after the
successful listing process. The exercise pricehefdhare program is the transaction price
which the ESOP program purchased MKB shares onl3yl2016.

Details of the share based compensation:

40.1
Number of Welghte_d average
2020 Shares exercise price
(HUF/share)
outstanding at the beginning of the period 94 246 370

sold during the period (94 246) 370
outstanding at the end of the period - 370

Weighted average

2019 N2 exercise price
SRS (HUF/share)
outstanding at the beginning of the period 5379 403 370
forfeited at the beginning of the period* 13 947 370
reallocated at the period (13 947) 370
sold during the period (5285 157) 370
outstanding at the end of the period 94 246 370

*Those shares which are not valid consist of shaedd for employees or chief officers until themé@ration of the legal
relationship.

The cash-based payment has been completed unghthef 2020. The stock of the shares
was sold to one of the Shareholders of the Baniatket price. The related costs that
amounted to HUF 3,289 million were accounted - dfclv HUF 20 million in 2020, HUF
168 million in 2019, HUF 2,980 million in 2018 -rthugh profit or loss and HUF 194
million through the equity. Treasury share transact related to the disposal improved the
shareholder’s equity of the Group by HUF 4.3 hiilio
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41.

Events after the end of the reporting period

On February 26, 2021 MKB Bank Nyrt. purchased 1@#%hares of Efs Ertékpapirositasi
Tanacsado Zrt. from Budapest Stock Exchange LtdaAssult of the transaction MKB
Bank has become the sole shareholder of the Company

The employment relationship of dr. Andras Csapé, Breputy CEO for Legal, Corporate
Governance, Group Management and Priority Dealstlagictfore his internal membership
in the Board of Directors was terminated as of 3di&2021 with mutual consent. The CEO
of the Company appointed dr. llona Torok as Heathef CEQO’s Cabinet in Deputy CEO
position with the effect of the receipt of the kelat approval of the National Bank of
Hungary.
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MANAGEMENT REPORT
to the consolidated 2020 financial statements of

MKB Bank Nyrt. (Prepared under IFRS)

In 2020, the scope of activities of MKB Bank Nyrt.’s subsidiaries and jointly controlled
companies comprised the following sectors

banking services

finance and operating leases

financial and investment services

valuation and sales tasks related to work-out activities
maintenance of buildings and fixed asset investments
property investment

other loans (motor, car and other vehicle loans)
renting vehicles, trade and repair

management of investment funds

The activities of subsidiary companies and jointly controlled entities were tightly fit to the
core credit institutional feature and, moreover, to MKB Bank Nyrt’s own business strategy
and business policies.

In line with group-wide business policy targets elaborated early 2001, finance and operating
lease activities were concentrated in MKB-Euroleasing Group.

The Group’s profit after taxation for 2020 under IFRS amounted to HUF 8,423 million gain.
Consolidated shareholders’ equity was HUF 209,779 million at 2020 year-end.

As at 31 December 2020, the Group did not hold repurchased own shares in its portfollo
(2019: HUF 35 million).

Budapest, 30 March 2021

Deputy Chief Executive Officer
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MANAGEMENT'S DISCUSSION & ANALYSIS

The following section of the Annual Report providasdiscussion and analysis of the
Group'’s financial condition and results of opemtico as to help the reader to assess any
changes in the financial condition and profits loe year 2020. The forthcoming analyses
are based on figures reported in MKB Bank’s Comsdéd Financial Statements prepared in
accordance with IFRSs, and for the financial yeateel 31 December 2020 and audited by
Deloitte Kodnywvizsgalé és Tanacsado Kft. chartemtountants. On this basis, the
discussion focuses on the performance of the Gasugn entity. The Consolidated Financial
Statements prepared in accordance with IFRS asepred separately.

OPEARTING ENVIRONMENT
International macroeconomic environment

Although optimistic expectations were observed amlye 2020, the COVID-19 outbreak

caused a sudden shock in the global economy: dubetmature of the pandemic, the
treatment method was the partial or complete shutdeof economies. The world’s

economies suffered a significant, in many casesrdedecline in Q2 2020 (e.g. euro area: -
14.7%, US: -9.0%, yly). After the recovery in QBgetsecond (autumn-winter) wave of
epidemics led to a decline in performance of theldveconomic in Q4, although not to the
same extent as in the spring.

Governments around the world have provided fistaludus, while central banks (e.g. ECB,
Fed) have supported economies during the pandeitiicaaset purchases and lower interest
rates, which provided significant support to thiegs of financial assets. At the end of the
year, the appearance of vaccinations also incregdism among economic, financial and
capital market participants.

In addition to the COVID-19 pandemic, the criticg8ue of the 2020 year was the UK'’s exit
from the European Union. The Brexit Agreement wasctuded on 24 December, creating a
free trade agreement between the parties basedtgnahd quota-free access. The United
Kingdom withdrew from the EU at the end of 2020.

Another highlight of 2020 was the US presidentlatBon, where Democratic candidate Joe
Biden won the presidency. In addition to the HoolsRepresentatives, Democrats also have
a majority in the Senate, giving the new presidemtuch greater opportunity to carry out his
programs.

Hungarian macroeconomic environment

The COVID-19 pandemic and the accompanying resteégheasures have driven domestic
economic performance. The domestic economy fell1By6% (y/ly) in Q2 2020. The
economic reopening and recovery after the sprindeemic was also reflected in Q3 data,
with growth of 11.4% on a quarterly basis (y/y6%). The Q4 performance was marked by
the second, autumn wave of the epidemic (-3.7%,daa, y/y). Overall, domestic GDP fell
by 5.0% in 2020 compared to 2019. Danube Capi@Qusarterly Macroeconomic Outlook
for December 2020 projected a 4.5% economic gramvitungary for 2021.

The situation caused by the COVID-19 pandemic, radetting economic performance,
weaker tax revenues, and government rescue packagesled to a surge in the general
government deficit. As a result, gross governmegiitchs a share of GDP also increased,
reaching 81% by the end of 2020 (end of 2019: 65.5%
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Inflation dynamics were also driven by the pandemi2020. However, after figures above
4% at the beginning of the year the indicator revedibetween 2-4% for the rest of the year.
Inflation averaged 3.3% in 2020. Meanwhile, inténpace pressures remained high, with
core inflation averaging 4.1% on an annual baeking ahead, Danube Capital forecasted
in December 2020 that in 2021 the domestic headtifhation rate may slow to 3.1% while
core inflation may slow to 3.6%.

The MNB has introduced several old and new mongtaticy instruments to mitigate the
economic effects of the pandemic. Key steps: onekwmmmercial bank deposit facility
was relaunched, the central bank initiated and tamied a government securities and
mortgage bond purchase program, started a long4eoured loan program, expanded the
Funding for Growth Scheme (FGS) and introduced sidjants for the Bond Funding for
Growth Scheme. Furthermore, the MNB reduced théralebank base rate from 0.90% to
0.60% in two steps during the summer of 2020.

Yields were virtually unchanged in the Hungariarvgygament securities market until the
beginning of the COVID-19 pandemic. Following thrmauncement of the emergency, there
was a larger increase in yields, followed by a ificemt drop in yields in Q2 (due to the
MNB's programs and the improvement in global seatith the 10-year domestic
government securities yield essentially closed 2@2he level of the beginning of the year,
but meanwhile showed significant fluctuations (begw 1.8-3.3%).

Overview of the banking sectof

2020 was the year of COVID-19, which resulted ircederated digitalization, state-
subsidized credit programs and a payment moratairiuitme banking sector. In March 2020,
the COVID-19 epidemic also required banks to adjsir business operations in a couple
of days, for which they have not been preparediiraace. A change in customer needs and
life situations, put pressure on customers and eyegls, too. Many banks have introduced
home office and only the most necessary employese allowed to work in the office
considering health aspects. As a result of the grand almost everything has shifted to the
digital space; hence, digitalisation developmeragehaccelerated in the financial sector as
well, and banks have strengthened their onlineses\and internal processes one by one.

However, this crisis is different from 2008, as karnwere now much more prepared
financially. They have met the challenges by theowgavirus epidemic with strengthened
capital positions. Banks played an important ralestimulating the economy in 2020
through government-subsidized loans (NHP HajrayEgZiompensation Loan, Széchenyi
Card Program, MFB Crisis Program) and by paying @ghe-off special tax. In terms of
banking sector results, the year was charactebyetsing operating income and rising costs
and significant provisioning / impairment.

According to the preliminary, prudential data of tHungarian National Bank, the net profit
measured in 2020 was HUF 390 billion, which meandeerease of almost 44 percent
compared to 2019. The interest income increased %%, while fee and commission

income grew by 1.4%, due to the expanding HUF @D Blllion (+ 22.5%) assets and

exchange rate effects. The loan portfolio increasgd®2.7 percent and deposits by 25.3
percent compared to the 2019 audited data. Duhegear, due to the economic impact of
the coronavirus epidemic and the repayment motatoii was a major impairment and loan
loss provisioning, which increased nearly threeféltVF 399 billion in 2020 compared to

HUF 103 billion in 2019. Operating expenses showiramease of 6.3 percent based on
preliminary data for 2020, which is the result otential cost reductions from home office

2 Source: NBH
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and health measures due to the pandemic, as wedishscheduled due to significant digital
developments.

In terms of digitalisation, perhaps the timing vessential considering the introduction of
the instant payment system during the spring thatted a new era. This generated
opportunities for several pioneering developmemoughout the year. These include
payment requests and QR code payments, but alsoeddsignificant resources to prepare
for the introduction of strict customer authenticatrelated to the PSD2 directives. New
mobile applications and mobile payment solutionsabbge available, but video banking
services and appointment booking systems also egghedhe range of products can be
ordered online has also expanded, which are atseasingly accepted by customers.

PERFORMANCE OF GROUP IN 2020

The Bank (consolidated) IFRStotal assets — increasing with more than a thalisdtion
HUF or 58.1% — amounted to HUF 2,781.6 billion la¢ ®end of 2020. The portfolio of
customer loans increased by 19.7% to HUF 1,114li@rhiwhile customer deposits rose by
51.8% to HUF 1,862.3 billion, which is almost doaildf the market growth MKB Bank's
profitability in 2020 was under pressure from tieereomic downturn caused by COVID-19:
profit after tax fell to HUF 8.4 billion after lagkar's record profit of HUF 44.1 billion.

The Group's financial and business fundamentatfyding capitalisation, liquidity, funding
structure, balance sheet structure and the perfarenaf its business lines, are stable.

PERFORMANCE OF THE INDIVIDUAL BUSINESS LINES 3

Retail segment

In 2020, the pandemic situation changed the cusmeevious expectations and habits in
a high number of areas; under the changed circucesa greater emphasis than before was
placed in Retail sales on expert consulting anghsuprovided to customers, be it liquidity
management, crisis loans, a moratorium or digahlteons providing remote access.

The Bank continued the developments started easibich focus on quality customer
service, customer experience enhancement, lendidghe premium segment, thus further
increasing the market share of MKB Bank's RetailsiBess Line even under the
circumstances changed due to the pandemic.

MKB achieved outstanding results in the area ofdgasing the number of customers in the
premium segment and their managed assets due ttad¢hehat customer contacts with
focused, elaborated value proposals and the deaweloipof a premium consulting system
providing greater added value continued also ir2@2 a result, the business line achieved
more than 50% growth in the number of Premium ausets and 41% in managed assets.
Due to sample portfolio-based investment consultihg portfolio of open-end investment
funds of MKB-Panndnia Alapkez&lrt. increased by 17% in the premium segmenthéurt
increasing the diversification of its customers/dstments.

In the area of retail lending, the Bank also perfed better than planned in mortgage and
“Babavard” loans and, as an important step in coesuending, a personal loan product

3 SourceNBH, KAVOSZ, Eximbank, MFB, MKB'’s own calculation
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that can be applied for also online was introduegth an offer for a specific loan amount
after pre-qualification by the Bank.

In 2020, special emphasis was placed on the fullice and support of customers in the
small business segment. The Bank offers its cuswm@umber of solutions that help them
with their day-to-day banking, liquidity managemamid foreign exchange transactions, all
this with a focus on the circumstances createchbypandemic. MKB Bank was among the
first to introduce a wide range of new subsidissghk, the favourable reception of which is
also demonstrated by the loan volumes placed is¢genent.

Despite the difficulties caused by the pandemigasion, the Bank remained committed to
carrying out developments that enable it to greimttyease its customers’ sense of comfort
and security.

The Bank completed the transition to the ImmediRdagment System by the deadline, and
banking operations have been smooth ever since. Bank’s customers received the

available additional services positively. One thiod the transactions qualifying as

immediate payment were initiated and executed deitsorking hours.

Loan repayment moratorium was implemented in theorsg¢ quarter. Moratorium
participation at the end of 2020 was 49.95% ofl t@til exposures.

Back in the second quarter of 2020, the Bank stahe development of a digital customer
gueue management system in its branch network,hwdn@bles customers to take queuing
numbers and to make appointments online, thus msmm waiting times at the branch,
avoiding possible queuing and waiting there. Thieresion of the new customer call service
to the entire branch network was completed in in& fjuarter of 2021, thus enabling
customers at all branches to take queuing numinelsoamake appointments remotely.

The Bank drew the attention of customers to thesipdity of using alternative channels,
and a number of information leaflets were prepam@dacilitate the use of electronic
channels.

From the end of the first quarter of 2020, the\atidis of the branch network were greatly
affected by the international and national heaitfegency arising in connection with the
pandemic. In order to protect customers and empkythe branch network operated in
compliance with the conditions of safe and respmastustomer service at the branches
throughout the year, in accordance with the themect government measures and
regulations. In addition to the still wide-rangirapd continuously expanding options
allowing customers to handle their matters onIMEB Bank continues to provide personal
customer service at 51 branches nationwide.

MKB Bank’s branch network development strategydsda on the continuous improvement
of the standard of customer service, in which g an as efficient and convenient
customer service as possible plays a key role. #ugdo market conditions and the

pandemic situation, the Bank continued to modermisd renovate its branch customer
service areas in 2020. As a result, the full retiomaof the Szent Istvan tér Branch was
completed, creating a Premium customer centre, lwhlso presents the most advanced
digital facilities and provides outstanding customeperience.

Aiming at a high level of customer service, brametwork training was transformed and
expanded in 2020. Both training aimed to develdgssand soft skills and segment-specific
training became available online for the branchwoek staff. Also, adapting to the current
pandemic situation, the on-site sales support enkitanch network was placed on a new

121/158



MKB Bank Nyrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at 31 DeceRagr

footing. A comprehensive and full sales dynamisatfrogramme was introduced to
increase the quality of customer service and t@eod customer experience.

In 2020, similarly to previous years, the strategpoperation between MKB Bank and CIG
Pannonia Insurers continued, so pension, investnmisht and health insurance products
were available in the Bank's branch network, emaplicustomers to diversify their
investment portfolios. Due to the economic effextthe pandemic, 2020 was also a special
year in insurance sales. In the case of regulanipra life insurance, the Bank achieved
70% of its performance in the previous year and%dlfi the case of single premium
products. The Euro-based Gravis Single Premium lngairance introduced in April 2020
efficiently contributed to the latter result.

On 1 December 2020, CIG Pannonia Eletbiztosité .Niriroduced its new service,
Pannonia SelfID, which made remote identificatiod digital signature possible in the sales
process. The service aimed to create fast, convgri@ation-independent sales, thereby
improving both the efficiency and regulated opemrathf insurance sales and the continuous
enhancement of customer experience, making conmpled@erless, digital customer service
available.

In the sale of home insurance, tB&E (Home, Garden and Value) product of Aegon
Magyarorszag Altalanos Biztosité Zrt. is still dahie in MKB Bank’s branch network.
Furthermore, taking out insurance online on MKB Banwebsite became possible, so
customers can take out home insurance convenieavithyout visiting a branch.

The brokerage sales channel was able to achiemdisagt development in 2020 in both
retail and small business sales compared to théqu® year. Sales through cooperation
with our partners also increased in absolute vahgin proportion to the branch network.

On the retail side, the temporary decline in theoed quarter associated with the pandemic
was not only compensated for in the rest of the,Jmat was also exceeded. In the case of
retail mortgage loans, the volume of brokerages@ations exceeded 42%.

On the small business side, the demand for sofislaatroduced by the government to
stimulate the economy and to save jobs increasezbpigoly, with brokers catalysing the

process, the result of which was also reflectedhim volume of loans disbursed. The
achievement of the results was facilitated by theasnres that put online solutions at the
forefront of partner communication and administmatias well and reduced personal
meetings to the most necessary level.

Efforts to improve cooperation with our partner2020 proved successful; therefore, MKB
Bank plans to continue the developments launchexidar to be able to further increase its
share in the brokerage market.

Digital products and channels

The implementation of the digital strategy and tlgital transformation of the customer

experience continued also in 2020, in which MKBfs1ary goal was to enhance customer
experience, to introduce new digital products andxpand cooperation with its partners. It
managed to appear with a new function on everymélaand a new alternative channel was
also introduced, and the Bank also took a big stepe area of digital sales. The pandemic
situation significantly transformed consumer hatétiso diverted customers who were less
receptive previously to handle their matters dilyiteo the digital channel, further increased

the number of active users of the channels and adselerated our digital developments.
The Bank strives for harmonising the channels, ldgieg service packages that provide
real value creation and their integration into ¢hsetomers’ lives.
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At the beginning of 2020, the VideoBank serviceilade to retail and corporate customers,
where they can use the service after video chattifamtion, was introduced at record

speed. Among other things, MKB VideoBank also pilesgi assistance in opening securities
accounts, applying for a SZEP Card, advising srbaliinesses, pre-filtering loans and
handling matters related to day-to-day banking, tredrange of services is continuously
expanding.

The number of users of the MKB Mobile Applicationcieased by more than 20%,
customers actively use it in their day-to-day bagkiand the possibility of applying for a
pre-qualified personal loan in the mobile applicativas launched. Due to the development,
pre-qualified customers using MKB’s mobile applioatcan access a pre-assessed loan
amount of up to HUF 2 million with a few clicks, ing their smartphone. During the
development, customers were involved with the loélihne Bank Group’s innovation centre,
MKB Fintechlab, in order to provide customers wahdigital solution that is actually
adapted to their own user needs. The developmeheddervice, in order to further enhance
customer experience, will also continue based @tocoer feedback. In addition, the Apple
Pay service became available in September foraalk lcards issued by MKB Bank — for the
first time in Hungary for the Széchenyi Card, too.

The Bank also introduced new features in the afedigitisation in the branch service; a
digital customer call system was introduced, whatables customers to take queuing
numbers and to make appointments online, thus alfptihe minimisation of waiting times
at the branch, which significantly enhanced custoemperience during the pandemic.

In addition to the digital developments providingmote service, the ATM network was
renewed: the Bank replaced the previous devicdstaiichscreen, modern machines, which
provide premium experience.

In addition to digital developments, it is to bdarged out that the Bank’s digital capabilities
also developed significantly, and the role of dediginking, UX design and agile product
development grew rapidly. These methodologies aphlailities are essential to actively
engage customers already in the research, desigmarket launch of products and services
and to enable the Bank to respond quickly to tleevgrg challenges of the digital world.

MKB SZEP Card

The operation of the MKB SZEP Card in 2020 was &imentally determined by the spread
of the COVID-19 virus and the government measuakert to curb it: in order to encourage
SZEP Card-based employer benefits, employers haeea kexempted from paying social
contribution tax since 22 April 2020 (until 30 JuP@21); the restrictive measures taken to
protect health significantly reduced SZEP Card esag\pril and May and at the end of the
year. However, between the two emergency period3uly and August), MKB SZEP Card
usage rose to record highs.

Within the use of SZEP Cards, the weight of onpagment increased significantly in 2020,
and since October 2020 it has also been possildpdan an MKB SZEP Card account online
using the MKB VideoBank service.

All in all, the MKB SZEP Card achieved outstandirgsults in 2020, too; almost all

parameters of the product exceeded those in 2029,020 MKB SZEP Cardholders

received nearly HUF 28.6 billion in employer betgfin 2020 through 1.5 million

transactions, and SZEP Cardholders spent nearly BRIE billion in 2020 through 5.3

million transactions. Cardholders financed 71% héit SZEP Card expenses from the
catering pocket, 19% from the accommodation poakdt10% from the leisure pocket.
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The assets on MKB SZEP Card accounts approached 14 billion on average over the
year. Cardholders can now use their cards to pag atany as 28,000 acceptance points.

Corporate and institutional customers

Based on its traditional strengths, MKB’s ongoiritategic goal is to maintain a strong
corporate business line. The busines line focugsel®aal knowledge, professional service,
consulting-based sales and the provision of inneeaolutions.

MKB does not simply sell products to its customémgt, provides comprehensive business
solutions and advice, sets up comprehensive lohenses if necessary and meets special
banking needs. MKB is able to provide efficientwsmns to all players in the corporate
segment, regardless of customer size.

In order to further develop the customer lifecyiosbessed approach, the Bank devoted
significant resources also in 2020 to further oping product development processes and
models, including allocating extra resources tergjthen digitisation solutions in response
to the challenge posed by the pandemic.

Business demand for loans declined in the initad)s of the pandemic and then it gradually
began increasing in the second half of the yearBMkhoothly introduced the various new
subsidised and refinanced loans and surety progesmntliuded in the economic stimulus
package. Interest in the new schemes was contihuguswing. They have been very
popular since their introduction, with a signifitavillingness to borrow, which firstly gives
a boost to the economy and secondly also helpsuhaval of companies in difficulty. In
the MNB’s NHP Go! Programme, the Bank managed koexe an outstanding market share
of 8.8%.

Loan repayment moratorium was quickly implementedhe second quarter to ease off
pressure on customers’ liquidity and profitabiliMoratorium participation at the end of
2020 was 27.91% of total corporate exposures.

Retaining portfolios remains one of MKB's top pit@s, with maintaining its strong market
positions and a diversified loan portfolio and aoeg the build-up of considerable risk,
industry or customer concentration.

The Bank considered its small and medium-sizedrpnse (SME) customer base as a key
segment also in 2020, in which increasing prodecigtration was a priority task.

Strong customer base of MKB Group allowed for rapigsttomer deposit increase. Non-
financial corporate deposit volume increased 21p98pto HUF 943.7 billion (HUF +169.7
billion p/p), while market share increased 61 bfpstp 7.8%.

MKB Bank is still an active participant in the Shéayi Programme. In 2020, the portfolio
placed by the Bank under the Széchenyi ProgrammseHil 38.2 billion, which represents
a market share of 7.0%.

The Bank has traditionally maintained close coadanawith Eximbank in order to enable
as many customers as possible to benefit from tlie#ncing sources. In terms of the
performance of the Hungarian economy, foreign tiadetop priority, since nearly 90% of
the GDP comes from exports, to which not only etqrsr but also suppliers organised
around exports and companies only now appearirth@export market also contribute. The
Bank is particularly proud to have been awarded'8ME Financier of the Year 2019’

recognition in 2020 for supporting representativbthe SME sector with EXIM loans and
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for the highest funding volume disbursed to the SddBment in 2019. MKB’s market share
for Exim products was outstanding at 9.3%.

Investment services

In order to serve customer needs at a higher lave?020 the Bank continued to further
expand the range of investment funds it offerede Tésult of joint work with MKB-
Pannonia Alapkezél Zrt., considered a strategic partner, is that ‘thew World Fund
Family’ was launched, which wishes to respond wayts investment needs. During the
year, the Bank entered into a strategic agreemghtiofa Alapkezeb Zrt., which aims to
make a wider range of investment opportunitieh@domestic property market available to
MKB’s customers.

Of course, COVID-19 also had a strong impact onpdsgormance of investment products,
but it can be said that the losses incurred abéginning of the year were eliminated by the
end of the year and most funds closed 2020 withsitipe performance for the whole year.

Also in view of the ongoing situation due to COVID; the Bank was continuously
expanding the range of services that can also ¢&saed without a personal meeting. One of
the important stages of this is that Customersnmam open a securities account through the
VideoBank service introduced during the year.

In addition to sales in investment funds, the sa#fleRetaill Government Securities and
certificates was also outstanding during 2020.

MKB'’s Capital Markets and Transaction Consultingdtion was one of the key investment
service providers of the Growth Bond Programme (IN&Bo in 2020: it participated in five
successful bond issues, the total value of whielslred HUF 46.5 billion. In addition, it also
participated in the preparation and execution afiteahal transactions and continued to act
as a Designated Adviser on the Xtend market oBtdapest Stock Exchange.

Private Banking

MKB Private Banking was able to increase its pdidfef managed assets by around over
5% also in 2020. In terms of the volume of managgskts per customer, its business line is
still the market leader among domestic service igeyg and won the first place at the
Private Banking Hungary award ceremony in thisgatg In addition to this recognition,
MKB Private Banking also earned the Business Lieedloper of the Year award due to its
still market-leading bank card portfolio, the demwhent of its investment consulting
activities and the professional training of its solting staff. A staff member of MKB’s
Private Banking business line also earned the dupiivate Banker of the Year award.
MKB'’s product development did not stop, and a néwernationally highly recognised
partner joined its structured bond distribution.

COVID-19 created unprecedented business conditionshich MKB Private Banking was

able to cope. At the beginning of the second quathe operation of MKB and all its

services were completely switched to smooth telewfoom which a flexible return to office

work is also possible if necessary. Of course, aust portfolios were affected by
extraordinary price movements, but due to the glpidong-term investment horizons, the
Bank did not change the compaositions significarilye total risk exposure of the portfolios
increased moderately in the second quarter (andineah at a higher level until the end of
the year) due to attractive entry opportunities dertain products. The number of MKB
Private Banking customers is stable, having in@@atightly during the year.
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SUBSIDIARIES / STRATEGIC ARRANGEMENTS AND PARTNERS

The range of MKB'’s own banking products and sewisesupplemented by those provided
by its subsidiaries and partners. The key objestimelude maintaining or enhancing the
market positions of the subsidiaries engaged innlegs activities, increasing cooperation
among the members of the Group and strengthenengukiliary financial services.

SUBSIDIARIES*
MKB Euroleasing Group

As one of the leading domestic leasing compankhes,MKB-Euroleasing Group was not
only able to remain an outstandingly active plapeit,was also able to finance its customers
to an extent greater than the pre-planned salesnein the extremely difficult year 2020.

The MKB-Euroleasing Group continued to achieve atstanding market share, mainly in

the area of motor vehicle and agricultural machirfarancing, as in previous years, but in

addition to these segments, it also provides ar&ulbe of services to its customers in the
area of large commercial vehicle and general machifinancing.

The goal of the MKB-Euroleasing Group is to buildatfolio that is diversified in terms of
both risk and business, taking into account boghfitteencing segments and the portfolio of
contracts built within the segments. This strategg ensure stable, low-risk and profitable
operations in the long run.

The MKB-Euroleasing Group was able to increase stze of the portfolio under its
management also in 2020, which greatly contributesthe further improvement of
operational efficiency.

The strategic goal of the MKB-Euroleasing Group a@m to further strengthen its market
share achieved and its status as a leading domlesstng company. Its stable market
presence is due, in addition to the continuous ldpweent of the existing trader and
importer relations, to the establishment of newsorfeurthermore, the Group wishes to
remain a leading player also in the development iatduction of innovative digital
solutions in the future as well, in terms of segvboth its customers and partners.

MKB Consulting

Transformed into a private limited company in 20RIKB Consulting was at the service of
its corporate, public administration and higher cadion customers with a comprehensive
consulting portfolio, despite COVID-19. It providedivice to businesses primarily on the
preparation and implementation of investment andwation and R&D projects.

One of the main focuses in 2020 was the digitisatiboperational processes. As a result of
the COVID-19 global pandemic, customer relationgewvalso maintained at Consulting
through digital channels, electronic signaturesewiatroduced and, in addition, the digital
transformation of a number of processes was alpteimented.

In addition to digitisation, MKB Consulting alsordad out significant developments in
respect of human resources: several expert staiédothe agricultural and food industry

* Source: Hungarian Leasing Association, BAMOSZ
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function, which is expected to play an even biggde in 2021. As a result of fundraising

advice provided to cities of county rank and vasi@apital fund management companies,
programmes that generate a significant wave of Idpagent in some rural regions and

certain sectors could be launched.

MKB Consulting also closed successful projects@@within its operational development
consulting activities based on its CELONIS procegBmisation software and, in addition,
at the end of the year it was also awarded a gfartUF 133 million for the implementation
of a digital product development project.

MKB Consulting starts 2021 with expanded consulegvices and a strengthened team of
experts, as well as digital processes that ali@énwith the needs of the 21st century.

MKB-Pannonia Alapkezelé Zrt. - MKB-Panndnia Fund Management

In 2020, the epidemic situation caused by COVIDAES decisive in the activities of MKB-
Pannonia Alapkezé&lZrt. both on the operational and investment sdie.the operational
side, there was no any disruption due to the guésponse, and on the investment side, the
Fund Management reacted extremely successfully ddkeh events. As a result, MKB-
Panndnia achieved record business results in 2@2@xceeded all previous years.

On the product development side, MKB-Panndénia dasdhed two new ESG funds to meet
growing demands. In 2020, the documentation ofgtment funds was standardized and the
new registration system was implemented. The eskabent of a real estate fund
management business line has started in the sdwalhaf the year. As a result, MKB-
Pannonia’s first real estate investment fund wéllldunched in April 2021.

On 31 December 2020, the Fund Management managsdl anet investment of HUF 609
billion, which means a 7% market share. Within (tlisnanages the investments of HUF
197 billion in 38 mutual funds, 76 thousand cliemtsd within the portfolio management it
manages investments totalling HUF 412 billion fofu@ds, 3 insurance companies and 4
other clients. MKB-Pannénia Fund Management issdwond in the ranking of pension fund
asset managers (in terms of assets under management

Danube Capital R&A Zrt.

During 2019, a dedicated competence in economidysinaand market research was
established within the MKB Financial Group with #h&ablishment of Danube Capital R&A
Zrt. In addition to its analysis activities, it es&s company managers and owners in making
business decisions with regular professional pabbas. During 2020, Danube Capital
published 182 professional blog posts, which geadr&6,000 views in total. During more
than a year of operation, Danube Capital’s profesgdi team supported the customers of
MKB Financial Group with comprehensive company watiln, sectoral and macroeconomic
analyses as well as market research and consulting.

MKB Inkubator Kft. - MKB Fintechlab

The year 2020 played a key role in the life andettgument of MKB Fintechlab. As part of

the digital business development function, MKB Eattlab greatly contributes to the
adoption of the Bank’s digital capabilities andesponsible for integrating the planning and
design approach, consciously developing innovati@turity, and exploiting its inherent

business potential.

The three pillars of MKB Fintechlab’s strategy #éine investment function, the digital and
design competence centre and innovation managezapability.
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MKB Fintechlab has a total of 28 startup compaieis investment portfolio, and MKB
Fintechlab plans to invest in an additional 10tsfacompanies in the next 2 years.

Continuing the scaling of the unique banking desagm digital competence centre, it
supported the digital transformation of the Banld ahe Bank Group with nearly 20
specialists by the end of the year. The specialigthide transformation experts, digital
product designers, service designers and digithbeance optimisation specialists.

Despite COVID-19, MKB Fintechlab organised severg¢rnational innovation events in
2020, including a hackathon co-organised with GarsiUniversity and MKB Digital Zrt. or
the now 2-day international banking digital tramsfation and design online conference
involving nearly 500 people in total, i.e. the [Eichlab Design Summit.

The company will continue its innovation work alsn 2021, thus supporting the digital
transition of not only MKB Bank, but also the eatitomestic financial sector.

Solus Capital Venture Capital Fund Manager

In 2020 Solus Capital Venture Capital Fund Mandger managed two venture capital funds
(Solus | and Solus Il Venture Capital Fund) witharlg HUF 21.4 billion in registered
capital, making it a key player in the venture talpinarket. The Funds are jointly involving
EU and private sources, for which the EU sourgeravided by MFB Bank as the fund of
funds.

Solus | Venture Capital Fund seeks to contributerdggional development and the
technological modernization of the SME sector urttlerS3 Venture Capital Program. The
Capital Fund invests in small and medium-sizedrentes that are capable of rapid growth
through innovation in the field of smart technolo@plus | Venture Capital Fund currently
has a portfolio of 28 companies. The Fund has @yréavested nearly HUF 6.8 billion in
various manufacturing and service industries.

Solus II. Venture Capital Fund launched active dpnvestment activities at the end of
2019, aims to support the strategic goals of tigt&li Success Program (DJP): to assist the
development of digital infrastructure, competeneied the digital economy through venture
capital investments. Solus Il. Venture Capital Fumeests in micro, small and medium-
sized companies whose development goals are rdlating strategic goals of DJP, such as
education (EdTech), government services (GovTéwglth and welfare services (MedTech,
SportsTech), various sectors of the digital econofAgTech, E-commerce, Sharing
Economy), information security (Cybersecurity) artie latest innovations (5G
developments and related innovations).

The first investment was made in 2020, the poufolirrently consists of 11 companies, and
the Board of Directors of Solus Capital Zrt. haseatly decided on a total of 3.6 billion
investment.

For both Funds, Solus Capital has met and exceigsledmmitment to the total value of
Initial Primary Sources and Additional Primary Istrments as decided by the Board of
Directors in line with the 2020 targets.

In the fall of 2020, Solus | Venture Capital Funoimpleted its first successful exit. The

Fund invested in Medicorp Hungary Zrt. in 2018, ttenpany operates in the MedTech
industry.
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STRATEGIC COOPERATION ARRANGEMENTS AND PARTNERS °
MKB Pension Fund

The Voluntary Branch of the MKB Pension Fund offarslecades-long, efficient savings
tool to its nearly 77,500 customers within the MK&oup’s full range of investment
solutions. The simple, interest tax-free produdticly can be used in many ways even in the
active years, can be tailored to the return expieasand risk-bearing capacity of the Fund
Members. In addition to member and employer coutigms, the savings are also increased
by a 20% tax allowance, which can be applied teg®al income tax up to HUF 150,000
per year, which can be achieved by contributing H8B,000. Customers investing in their
future with the MKB Pension Fund can take advantafjghe combined benefits of
impressive above-inflation yields even over 10 dldyears and low cost levels due to
expert asset management. The funds can be usedjthadflexible range of services.

On 31 December 2020, the HUF 139.6 billion assétth® Fund increased by HUF 1.4
billion year on year. With this, the Fund outpenfied its financial plans for 2020 even
under the more difficult market conditions duetie COVID-19 pandemic. A positive result
of the year is that the individuals’ conscious miiness to save is gaining weight in terms of
the individual members’ contribution activity. laldition, it revived its role as an employer
by supporting its employees’ retirement savings.

The Private Branch of the MKB Pension Fund closest year with 3,639 members and
HUF 20.5 billion in assets, while the proportion mwiembers paying membership fees
remained well above the 70% minimum statutory negmeént.

The MKB Pension Fund is one of Hungary's marketieg funds. Its continuous stable and
prudent operation for more than 25 years has bappasted by well-prepared fund and
asset management professional support and dyndynioaleasing digital developments
since 2020. Among the targeted developments ofomest service, the extension of e-
administration with authentic electronic signatutes development of a Member Portal and
the implementation of a website renewal projectenmsmpleted last year, resulting in the
further enhancement of user experience as a gbahvaa from 2021 onwards. Last year,
the complete due diligence of internal administeaprocesses was also carried out in favour
of increasing efficiency and streamlining the pgxéhat can be implemented. In addition,
the focus of business development was on continaotigty, customer reach, and studying
and incorporating other new and innovative soliom order to continuously increase
customer satisfaction.

MKB-Pannoénia Health and Mutual Benefit Fund

The MKB-Panndénia Health and Mutual Benefit Funcbie of the market-leading health

funds in Hungary, providing a wide range of sersite more than 205,000 members and
having had total assets of HUF 15.3 billion as aC&cember 2020. Adapting quickly and

efficiently to the changed environment, the Fungbabutperformed its financial plans for

2020 in a turbulent environment resulting from #ffects of the COVID-19 pandemic. The

positive results of the year were that the Fundeziothe year with an increasingly dynamic
Member contribution activity, addressing its Mensbewnith good sense due to its

strengthened business approach. In addition, relapgito growing health awareness, it also
developed a product with an external partner armtessfully introduced a new health

insurance product, which can be financed through-timd, at the end of 2020.

> Source: Association of Mutual Funds
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From 2020, as a result of dynamic digitisation di@waents, electronic administration was
expanded, the Fund enabled the submission anereetit of scanned product purchase
invoices, and created a document upload interfacent¢rease the convenience of e-
administration with authentic electronic signaturda addition to the continuous
development of its IT infrastructure, it also remehits website, so starting in 2021 it will
help its members seek information on a web platfiivah complies with modern Ul and UX
guidelines. The full due diligence of internal castiministration processes in 2020 is
expected to increase organisational efficiencybkmg even smoother customer service.
The operation of the Fund was stable and predietalsio during 2020, exploring a number
of additional new and innovative solutions to contusly increase customer satisfaction.

For its customers, the name of the MKB-PannonidtHead Mutual Benefit Fund has been
associated with the widest range of available healpporting and cost-reducing services
though the financial support of health awarenesséarly 25 years now. The assets of the
Health Fund, which can be spent on the needs ofwvtide family in almost every life
situation and can be accumulated with a 20% teowalhce, can be widely used, from
having children to private health care expensesugaporting elderly care. In the case of
expenses for prevention and a fixed-term deposi2 fgears, the state provides an additional
10% tax allowance to the Members, which can betspera wide variety of products and
services at its 15,600 partners using traditionaynment methods or at nearly 9,500
contracted card acceptance service providers tisenglegant MKB Health Card with a look
renewed by the end of 2020 and worthy of the MKB&rig}.
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FINANCIAL PERFORMANCE
Statement of Financial Position

Total assets of the Group increased by 58.1%, coedga the end of 2019, and amounted to
HUF 2,781,607 million as at 31 December 2020.

Cash reserves increased by HUF 238,795 million esewpto the end of 2019: cash on hand
grew by HUF 9,248 million, while the balance of taecount held at National Bank of
Hungary grew by HUF 229,547 million.

Loans and advances to banks increased by 33.9%JUE 21,166 million compared to the
end of 2019.

Derivative financial assets measured at fair valuewed an increase, driven by HUF 5,069
million higher balances of derivative transactions.

Securities increased by 95.4%, i.e. HUF 573,133ianilcompared to prior year end. In
2020, the balance of Loans and advances to cussam@eased by 19.7% compared to the
end of 2019, and amounted to HUF 1,113,962 millisrat 31 December 2020.

The amount of Non-current assets held for salediscbntinued operations decreased by
HUF 2,542 million compared to 2019 year-end.

Other assets increased by HUF 1,970 million aetiabof 2020, mainly due to an increase in
deferred expenses.

Investments in jointly controlled entities and agates increased by HUF 1,384 million
comparing 2020 year-end to 2019.

During the reporting period Amounts due to othatksareflected an increase of 193.7%, i.e.
HUF 379,287 million. Deposits and current accoungd to customers grew by 51.8%, i.e.
HUF 635,732 million in comparison with the volunseat 2019 year-end.

Among liabilities, Derivative financial liabilitieslecreased by 20.0%, i.e. by HUF 8,857
million, primarily due to fair value change of intst- and currency-related derivative
transactions.

Other liabilities and provisions decreased by HUB fillion or 1.8%, from 2019 year-end.
Statement of Profit or Loss and Other Comprehensivéncome

In 2020, Net interest income showed a HUF 11,15Hiami decrease compared to the
previous year mainly caused by increased intergstreses.

Net income from commissions and fees decrease@¥4, i.e. HUF 3,748 million in 2020
compared to the previous year, due to the decdastber commission income.

The net balance of other operating income and esqpehowed a decrease of HUF 4,037
million, and amounted to HUF 6,071 million net ino® as at 31 December 2020.

Impairment and provisioning increased by HUF 13,3t8lion in the business year

compared to the previous year, the Group reportédtad of HUF 7,968 million in net
provisioning after the release of the net provissbHHUF 5,350 million in the previous year.
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The significantly higher provisioning was mainly eddo the effects of the economic
downturn due to COVID-19.

Operating expenses increased by HUF 1,802 milhasinly due to the HUF 1,343 million
increase of amortization costs thanks to the dewaeémts made in the previous years.
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Expense for Legal and advisory services containfdHewing other audit service fees for
2020:

2020 Amount in HUF

Review of consolidated financial statements

Review of interim consolidated financial statemeit8KB Bank 16 800 000 +VAT
Nyrt. and its subsidiares based on the requiren®nSRE 2410
Engagement related to performing status of mortgagans **
Assurance engagement relating to performing statosortgage loans
offered as covera

Agreed upon procedure

Procedures related to bank indica 800 000 +VA1

2449 500 +VAT

Other audit service fees* 20 049 500 +VA
* Fixed fee per each service.

** Several services are completed during the y€aral amount represents fees accounted for all
completed services during 2020.

Fees for audit services contain the following 2020:

2020 Amount in HUF
Audit fee of the Bank 109 800 000 +VAT
Audit fee of the consolidated subsidiaries 31 8D -OCGAT

Total audit fee 141 600 000 +VA

Based on above factors, the Group’s Profit afteatian for 2020 amounted to HUF 8,423
million.

For the end of 2020, total other comprehensive nreancreased by HUF 6,468 million
compared to the previous year and resulted in HUB7 million profit due to higher
revaluation on financial assets measured at FVTOCI.
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CAPITAL MANAGEMENT

The Capital situation of Group was sufficient a& #nd of 2020. As a result of the 2020YE
profit (and therefore core capital accumulationgl éine increase of the subordinated debt
stock the available core capital increased sigmifily. The owner of the MKB Bank is
committed to maintain the bank’s capital adequaog @mplement all the necessary
measures.

Domestic and international guidelines require taalBto maintain certain minimum capital-
to-asset ratios. These risk-based ratios are detednby allocating assets and specified off-
balance sheet instruments into different weightakgories, with higher levels of capital
being required for categories perceived as reptiegehigher risk. Regulatory capital is
divided into Tier 1 Capital and Tier 2 Capital.dddition to retained earnings, the Bank may
raise regulatory capital by issuing several typenancial instruments to the public. These
financial instruments are then classified as eiffier 1 or Tier 2, depending on the types of
conditions or covenants they place upon the issuer.

As at 31 December 2020, as an actual figure ofitwaip regulatory capital was HUF 205.8

billion based on Basel Il IFRS under SupervisoggRation. The increase of regulatory

capital - by HUF 9.3 billion — is derived from tlecrease of profit and subordinated debt
(repurchase in the amount of EUR 48.1 million aad mssuance in the amount of EUR 51.3

million, as a result decrease of unused subordindébt due to the maturity date), decrease
of deduction of ESOP program and deferred tax aededise of negative revaluation

reserve, which was compensated by the increaseedfiction of intangible assets and

increase of negative AVA.

Risk-weighted assets including operational and etarisk increased by 15.5 % from
HUF 870.2 billion in 2019 to HUF 1004.6 billion héss approximately 10.5 % weakening
of domestic currency. The main part of the incredegved from the increase of business
volumes and increase of market risk, which was @mpted by the decrease of operational
risk.

By application of capital management as a tool, dperopriate capital safety is a first
priority decision making factor; therefore the bamlonitors the changes of the capital
elements continuously.

Legal limits defined by the
Act CCXXXVII of 2013 on Credit Institutions and Fancial Enterprises (Banking Act),
Regulation (EU) No 575/2013 OF THE EUROPEAN PARLIEMT on prudential
requirements for credit institutions and investnfems and amending Regulation (CRR):
* CRR 395-400.8, Banking Act 302.8 large loan lirritno excess
* Banking Act 100.8 investment limit -> no excess
* Banking Act 101-102.8 total investment limit -> excess
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INFORMATION RELATED TO SHARES AND OWNERS

The share capital (subscribed capital) of MKB Nyst.HUF 100,000,000,000.-, i.e. one
hundred billion forints, representing a cash ctition made available in total amount. The
share capital is divided into 100,000,000 registeematerialized, series "A", ordinary
shares with a nominal value of HUF 1,000, i.e. tmmusand forints each. All Series “A”

Ordinary Shares (“Ordinary Shares”) bear the saiglets and all Ordinary Shares were
listed in the Budapest Stock Exchange Standardjogteon 30 May 2019. Each shareholder
holds solely ordinary shares.

On 30 October 2020, the Bank has sold all of iered representing 33.33% ownership in
Magyar Bankholding Zrt. to its shareholders.

Magyar Bankholding Zrt. commenced its effective rapien as a holding company on 15
December 2020, after the bank shares of the keymaof Budapest Bank Zrt., MKB Bank

Nyrt. and MTB Zrt. were transferred to the jointlding company in possession of the
approval of National Bank of Hungary (hereinaft?®dBH"). The owners transferred their

shares to Magyar Bankholding Zrt. as a result dwsd largest banking group in Hungary
has been established, with the Hungarian State ngvB80.35% of the shares through
Corvinus Nemzetkozi Befektetési Zrt., the previdiusct owners of MKB acquiring 31.96%

of the shares and the previous direct owners of M€Buiring 37.69% of the shares. All

required approval has been obtained for these @samp significant change is expected in
the strategy of the Bank.

The shareholder structure of MKB Bank is the foilogv

Share holder structure of MKB Bank Nyrt.

Name of shareholder Number of shares (pieces) Owneripls hare (%)

Magyar Bankholding Zrt. 97 185 008 97.19%
Free float 2814 992 2.81%
Total: 100 000 000 100.00%

The parties have more than 10% indirect influemc®IKB Bank Nyrt. are presented below,
in line with the decisions of the National Bank ldtingary H-EN-I-15/2020., H-EN-I-
704/2020. and H-EN-1-705/2020.

Magyar Bankholding Zrt. has a 97.19% direct ownigrshterest in MKB Bank. The
ownership structure of Magyar Bankholding Zrt. is:

Ownership structure of Magyar Bankholding Zrt.

Name of shareholder Ownership share (%)

Corvinus Nemzetkozi Befektetési . 30.35%
METIS Magantkealaj 11.51%
Blue Robin Investments S.C. 10.82%
RKOFIN Befektetési és Vagyonkeé&eft. 4.48%
EIRENE Maganikealaj 3.29%
Pantherinae Pénziigyi z 1.02%
PRIME FINANCE Future Zr 0.84%
Magyar Takarék Befektetési 37.69Y%
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The following organisations have more than 10%rgxtiinfluence in MKB Bank Nyrt:

» Corvinus Nemzetk6zi Befektetési Zrt., Hungariantéta

* METIS Magantkealap, Opus Global Befektetési Alapkézait.

* Blue Robin Investments SCA, Blue Robin Managemeatr$, Uncia Finance Zrt.,
Uncia Alpha Kft., Uncia Private Equity Fund, QUAR Rapkezeb Zrt., Dry Immo
Zrt., Felis Private Equity Fund

* Magyar Takarék Befektetési és Vagyongazdalkodasj ZBRAHAM Goldmann
Zrt.

The Articles of Association of the Company do nestrict the transfer of shares
representing the subscribed capital of MKB BanktNyhe Company has no issued shares
representing special controlling rights. Votinghtigiare not restricted at MKB Bank Nyrt.

Rights and obligations of the shareholders
Rights of the shareholders at the General Meeting

a) The shareholder is entitled to attend the GenereétMg. The shareholder, or a
shareholder's proxy as defined in Section 151-¥56e Capital Market Act, who -
as a result of the shareholders registration -negtstered in the Register of Shares
on the second business day preceding the staheoGeneral Meeting, the latest,
may attend the General Meeting of the Company.dPersvhose name is included
in the Register of Shares at the time, when thadRergof Shares is closed, shall be
entitled to exercise the shareholder's rights at @&eneral Meeting. The day of
closing the Register of Shares is the second ssiday preceding the starting day
of the General Meeting.

b) The shareholder may also exercise his/her righteseaGeneral Meeting by way of
proxy. Internal member of the Board of Directorsemier, chairman of the
Supervisory Board and the auditor cannot be persanlorised by proxy. The
shareholder may give a proxy to the external merobére Board of Directors or to
a managing officer of the Company - if he/she i$ @o internal member of the
Board of Directors. The proxy shall be valid foreoGeneral Meeting, or for the
period specified in the proxy, a maximum of 12 nenfThe validity of the proxy
shall cover the continuation of the suspended Géndeeting or the General
Meeting re-convened because of the lack of quofiima.proxy shall be drawn up in
the form of a public document or a private docum@otiding full evidence and it
shall be submitted to the Company. The authorisassued by the shareholder's
proxy shall state that the representative is aasghareholder's proxy.

c) The shareholder has the right to be informed aloases on the agenda of the
General Meeting In line with which right, in reptp the written request of the
shareholder submitted at least eight days befaaldly of the General Meeting the
Board of Directors shall provide information ne@gdo discuss the agenda item of
the General Meeting three days before the dayeoGineral Meeting, the latest.

d) The Company ensures that the rights to be inforreedpmment and to suggest at
the General Meeting are granted to every sharehattending the General Meeting,
on the condition that the exercising of these dgtftall not hinder the lawful and
proper operation of the General Meeting. In theergdt of exercising the
shareholder's rights specified in this present tpthe Chairman of the General
Meeting shall grant the right of speech to the shalder at the General Meeting, on
the condition that the Chairman of the General Wgemay specify the duration of
the speech, may withdraw the right to speak, eaflgen case the shareholder is off
the point, furthermore he/she can specify the secpief the speeches, if there are
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e)

several speeches at the same time, in order toestisilawful and proper operation
of the General Meeting.

Voting rights attached to shares are determineth&yominal value of such shares.
The shareholder cannot exercise his/her right tie wmtil he/she has performed
his/her due cash contribution.

Minority rights

a)

b)

d)

Shareholders jointly representing at least 1% efuhting rights may request the
convocation of the General Meeting at any time authspecifying the reason or the
purpose. If the Board of Directors fails to takei@t to convene the General
Meeting for the earliest possible date within eiglalys after the receipt of the
request, the registering court shall convene thetimg in reply to the application of
the shareholders suggesting the meeting or theteemg court shall authorise the
suggesting shareholders to convene the meeting. ekpected costs shall be
advanced by the suggesting shareholders.

If shareholders jointly representing at least 1%hefvotes communicate a proposal
to the Board of Directors to supplement the agéndiae with the rules of the levels
of detail or a draft resolution concerning an itemthe agenda or an item to be
added to the agenda within eight days after th@@amrement of the convocation of
the General Meeting is published, the Board of @oes shall publish an
announcement about the supplemented agenda, theed@utions proposed by the
shareholders after the communication of the prdpmsesuant to THE Articles of
Association. The issue specified in the announcémsieall be deemed added to the
agenda.

If the General Meeting rejected or did not allow gubmission to enforce a claim of
the Company from any member, managing officer, mandf the Supervisory
Board or the auditor for a resolution to be adopsbareholders representing at least
1% of the voting rights may enforce the claim thelwss for the benefit of the
Company and representing the Company within aythliaty limitation period.

If the General Meeting rejected or did not allove thubmission to have the last
report or an economic event or commitment relatethé activity of the Board of
Directors in the last two years audited by a spgc@ommissioned auditor for a
resolution, the registering court shall order thelieand appoint an auditor at the
cost of the Company in reply to the application tok shareholders jointly
representing at least 1% of the voting rights stieehi within the thirty-day
limitation period following the General Meeting. 8 megistering court shall reject
the fulfilment of the application if the submittighareholders abuse the minority
rights.

Right to dividend

The shareholder shall be entitled to a dividendhftbe profit of the Company, which can be
shared and which was ordered to be shared by ther&@eMeeting in the proportion of the
nominal value of his/her share.

Obligations of the shareholders

a)

The shareholder shall provide cash contributionthte Company in amount
corresponding to the nominal or issue value of ghares received or quoted by
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his/her person. The shareholder may not be vadiggmpted from his/her obligation
- excepting the case of share capital decrease.

b) The shareholder with at least 1% share or the Bblter acquiring such share shall
report his/her indirect share and its changesadXbmpany providing his/her details
suitable for identification at the same time.

MKB Bank Nyrt. is not aware any agreement conclubdetiveen its owners that may result
in restrictions on the transfer of issued secuwrigied/or voting rights.

MKB Bank Nyrt. is not aware of any significant agneents to which the company is a party
and which take effect, alter or terminate upon ange of control of the company following

a takeover bid, and the effects thereof, exceptrevitieir nature is such that their disclosure
would be seriously prejudicial to the company; thiception shall not apply where the
company is not obliged to disclose such informatarthe basis of other legal requirements.

Employee share scheme

With the modification of the ESOP Act, which canmoi effect on 28 November 2015, a
new type of Employee Share Ownership Programmeldmeilaunched. MKB Bank was one

of the first to use this opportunity to establishown ESOP Organisation on 30 May 2016.
The launch of the ESOP was closely linked to MKBnBa reorganisation efforts, as it

created ownership interest among its employees. MB&BKk currently runs two ESOP

Remuneration Policies through its ESOP Organisatto Investment ESOP Remuneration
Policy and the ESOP Performance Remuneration Pdlieg point of the investment ESOP

is that the ESOP Organisation has purchased I€naénary Shares for investment purposes
for the benefit of participating employees and semixecutives. Employees who made a
declaration of participation to the ESOP Organisatilid not become the owners of the
shares, the shares were owned by the ESOP Ordanisatd are also currently owned by
the ESOP Organisation. Participating employees issdjunembership stakes in the ESOP
Organisation. Initially, ESOP stake in the Compags 15% of the Issuer's share capital,
which has been terminated in the meantime due doctintinued implementation of the

investment ESOP Remuneration Policy, i.e., the sélshares by ESOP Organisation.
Following the fulfilment of the stated purpose awndition of the investment ESOP,

participating employees or senior executives maircthe earnings per share.

As a public limited company, in accordance with kearpractice and the BSE Corporate
Governance Recommendations (Recommendations), M&ik Blyrt. prepares a Corporate
Governance Report, which shall be published on thebsite of the Company
(www.mkb.hu). In its Corporate Governance Repdre €Company presents its corporate
governance practices for the financial year andthenother hand, details its compliance
with each section of the Recommendations.
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SUPREME, EXECUTIVE AND MANAGEMENT ORGANS, SUPERVISO RY
BODY, COMPOSITION AND OPERATION OF COMMITTEES

General Meeting

The supreme body of the Company is the General igethe General Meeting has the
exclusive competence to approve and amend theldgtiof Association, except for the
modification of the Company's headquarters, presnibeanches and, except for the core
activity of the Company, the activities of the Canp as the Board of Directors is entitled
to amend the Articles of Association in that regd&drsuant to the Articles of Association of
MKB Bank Nyrt., the General Meeting of the Compargs the exclusive competence to
recall and elect the Chairman and members of tleedBof Directors. Members of the Board
of Directors shall be elected by the General Megefor a definite term of maximum five
years. The members of the Board of Directors masebslected and may be recalled at any
time by the General Meeting without giving reasansaccordance with the provisions of
the Articles of Association.

Board of Directors: Supervisory Board: Audit Committe e:
Chairman: Chair person: Chairman:

dr. Balog Adam* Hornung Agnes Oszlanyi Tértel Andréas
Members: Members: Members:

dr. Csap6 Andras dr. Ipacs L4&szl6 dr. Ipacs LaszI6
Benczédi Balazs Oszlanyi Tortel Andras Feodor Rita

dr. Gombai Gabriella Feodor Rita

Kardos Imrt Nyemcsok Jan«

Takéacs Marcell Taméas Mller Ferenc

Valké Mihaly Godena Albert

*Considering the resignation of dr. Adam Balog, andine with the resolutions of the Extraordina®eneral
Meeting, dr. Zsolt Barna is the Chairman of the f8laaf Directors of MKB Bank Nyrt. from 1 January2D

Board of Directors

The Board of Directors is the executive body of @@npany. The members of the Board of
Directors represent the Company vis-a-vis thirdtipar and before court and other
authorities. The Board of Directors shall develog amanage the work organisation of the
Company.

The scope of authority of the Board of Directorsniduded in the Articles of Association of
the Company with the proviso that within the fraroekvof effective laws and resolutions
adopted by the General Meeting, the Board of Dirscshall be entitled to take any actions
and make any decisions that do not form part of dkelusive powers of the General
Meeting or the Supervisory Board. The decisiontenacquisition or the sale of own shares,
as well as the increase of the registered cagitaugh the issue of shares belongs to the
competence of the General Meeting subject to tmelidon that the General Meeting may
authorize the Board of Directors to decide on itegésl capital increase.

Supervisory Board

The Supervisory Board shall control the manageroetite Company in order to protect the
interests of MKB Bank Nyrt.
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Audit Committee

The Audit Committee provide assistance to the Sigery Board in supervising the
financial report regime, in selecting an auditord & working with the auditor.

Risk and NPL Committee: Remuneration Committee: Nomimtion Committee:

Chairman: Chair person: Chair person:
Kardos Imre dr. Gombai Gabriella Hornung Agnes
Members: Members: Members:
Benczédi Balazs Kardos Imre dr. Ipacs Laszl6
Valké Mihaly Benczédi Balazs Feodor Rita

Risk and NPL Committee

As part of its ongoing monitoring of the Bank'skrtaking strategy and risk appetite, the
Risk and NPL Committee reviews the risk strategynuneration policy and quarterly risk
report in advance, approves the NPL Strategy alateceimplementation plan for the year,
and monitors the high non-performing loan rate thwedNPL Strategy.

Remuneration Committee

The Remuneration Committee is a consultative bdtht bversees the remuneration of
directors and employees in risk management andnitdines of defence, and prepares
remuneration decisions based on the long-termdstgrof shareholders, investors and other
stakeholders in the company.

Nomination Committee

The Nomination Committee is responsible for nomngand recommending nominees to
the Supervisory Board and the Board of Directoiith the exception of the members of the
Supervisory Board representing the employees.

The Committees operate in accordance with the taldsdown in their rules of procedure.
Bodies shall meet as often as necessary to cairyheir functions and shall take their
decisions in the form of a meeting or in writingdawithout a meeting. The work of the
bodies is organized by the chairman of the body.

In accordance with the recruitment policy for tledestion of members of the management
bodies of MKB Bank Nyrt. and the Diversity Policidmination Policy) applicable to the
selection, members of the management boards ofntbmbers of the Bank Group,
individuals with different professional skills, watile regional and industry experience are
elected into the managing bodies of the Bank G they also take advantage of these
differences in their operations in the operatiorthafse bodies, which the members of the
Bank Group consider as a key consideration in deténg the optimal composition of their
bodies. Board appointments are based on the poekmpdrtise, experience, independence
and knowledge represented by the candidates, takiogiccount what the body as a whole
needs to function effectively. The members of t@BGroup pay particular attention to the
representation of both genders in executive bodigish is why they strive to reach 15%
female members in executive bodies. To this ersly tommit themselves to favouring the
member of the under-represented gender of the samameagement body among two
candidates of the same capacity who are otherwigab$e, unless otherwise justified by
professional judgment.
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There is no agreement with an executive officeraor employee that provides for
compensation in the event of a manager's resignatiotermination by the employee or
unlawful termination of the executive officer's employee's relationship, or termination of
the relationship due to a public takeover bid.

MAIN FEATURES OF THE INTERNAL CONTROL SYSTEM OF THE
COMPANY

The provisions regarding the operation, manageraadtfunctions of the internal control

system of the Company are set out in the Act CCXXX¥ 2013 on Credit Institutions and

Financial Enterprises (hereinafter: “Hpt.”), theyisions of the Civil Code (Act V of 2013,

hereinafter referred to as “the Civil Code”) on ibgss companies, Act CXX of 2001 on the
Capital Markets; the applicable recommendationthefNBH (primarily Recommendation

NBH 27/2018. (10 December) on the establishment aperation of internal lines of

defence, the management and control functions rdntiial organisations), the Bank’s
Memorandum of Association and the Bank’s effectives of organisation and operation.

Section 154 (1) of the Hpt. requires banks to dpesn internal control system. The
elements of the internal control system include memagement information system, in-
process and management controls, and the indepeinternal audit organisation.

The concept of a management information sysemmsompasses all computer-based or
manual systems that transform data into usefulrinétion for decision-makers. Its main
tasks are to produce ad hoc and regular reportsoasupport (in general) decision making.

In-process and management contrale forms of control directly or indirectly integed
into business processes. These controls are petobimy persons who are functionally
involved in the processes or by those responsitiettie final outcome of the audited
activities.

Independent internal audi$ part of the internal control (monitoring) systemdependent of
the process. Internal audits should be performeghdrgons who are not involved in the
Bank's workflows and are therefore independenhefentities and workflows being audited.
Accordingly, MKB Bank operates an independent oiggtional unit, the Executive
Directorate for Internal Audit (hereinafter: “BEI”)

Also in view of the NBH recommendation 27/2018. (@8cember) referred to above, the
system of lines of defence is interpreted in th@kBamonitoring framework system. The
above control mechanisms, which are also stress#tkiHpt as the elements of the Bank's
internal monitoring system (distinguished from #hdernal monitoring independent of the
Bank (e.g. customers, NBH, other authorities) dmdexternal monitoring system elements
(e.g., auditor) related to the Bank) can be classis follows:

The Bank's internal monitoring system consists of iaternal control system and
independent internal audit.

Within the Bank's internal control system, we castidguish between general principles
(e.g. consistent responsibility management), presti (e.g. management control),
organisational solutions (e.g. in-process contras)d areas with a control function (e.g.
Controlling) and activities (e.g. management infation system), which together form the
first line of defence of the Bank's internal moriitg system. In fact, this line of defence
includes all employees and managers who, througin fiudent work, protect the Bank's
interests and values.
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Another element of the Bank's internal control egstis all those organisations, activities
and persons responsible for performing dedicatedratipnal functions, activities and

control functions (e.g., Risk Control, Complian&ank Security, Data Protection Officer),

which together constitute the Bank's second lindedénce. The function of the second line
of defence can also be formulated by overseeingapgorting the activities of the first line

of defence.

Independent internal audit, as another elemenhefiriternal monitoring system alongside
the internal control system, is the Bank's thirdeliof defence. Internal audit is an
independent, objective assurance tool and congudtotivity that adds value to the Bank's
operations and improves its quality. It is respblesifor examining the Bank's risk
management, governance processes and the intemtablcsystem (or the Bank's first and
second lines of defence) in a systematic and regylananner, evaluating and improving its
operation, thereby contributing to the achievenaémirganisational goals.

The model of the Bank's monitoring system, inclgdthe place and role of independent
internal audit, is illustrated in the figure below.

Monitoring system of the organisation

Internal monitoring system External monitoring system
Internal control system
External External
- monitoring monitoring

system system
related to independent

the of the
organisation [ organisation

Internal Audit

Organisation *Auditor s Authorities
ally and . tition

functionally

independent
audit!!

3rd line of def. 5th line of def,

)4&1 line of de#

1st line of defence ‘ ‘ 2nd line of defence

BRIEF DESCRIPTION OF THE COMPANY'S RISK MANAGEMENT
SYSTEM AND PRINCIPLES APPLIED IN RISK MANAGEMENT

MKB Bank's Risk Control reviews the risk strategfy the Group every year with the

involvement of the relevant areas. In line with th@rent economic environment and in
accordance with the Bank's and Magyar BankholdingsZbusiness strategy and capital
plan, the Risk Strategy sets out the risk strafggyciples and objectives of the Bank Group
for each risk type and risk appetite. The appro¥ahe risk strategy falls within the scope of
competence of the Board of Directors.

In line with the basic regulatory requirementspaaept for the Group's comprehensive risk-
taking processes has been developed and is cdydiairg fine-tuned.
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The main elements of the concept are:

» Group-wide application of risk management prinaple

» Applying the Unified Segmentation to the entireentele of the group;

* A decision-making system that depends on custonngity and risk-taking;

* The use of Basel conform rating tools, in compleamgth IRBF and analytical and
behavioural scorecards, as well as a correspondiegt rating regime, which
adequately supports the decision-making activifabe bank management;

* Internal, group-level model validation methodologith annual frequency (rating
and scoring tools, validation of related processes)

* Monitoring activities with IT support;

» Establishment of a comprehensive system of critdr@ includes and takes into
account relevant indicators enabling the detectibthreatened loans in order to
identify loans at risk as quickly as possible abdsed on this, to determine the
various types of customer/exposure managementrdlated tasks and order of
procedure.

* IFRS 9 provisioning system;

» Pillar 1 and Pillar 2 capital accounting systemseobon IFRS;

* Regular group level management reports, backtestieasurements (Risk Reports,
Capital Management Reports, Rating Quality, Ralffmitoring Reports, etc.)

» Definition of a revised recovery plan and its ewdion on a monthly basis.

The key risk management principles include ultimedatrol at board level, independent
control separate from risk areas, and appropriaasorement, diversification, monitoring
and reporting of risks.

The effective risk management function of the Baisk ensured by the effective
communication of risks and the willingness to assunsks within the organisation,
continuous development for recognising, measunmyitoring and managing risks, turning
the key risk management processes and procedurés-dgte and user friendly and
improving their efficiency, as well as employingegdately trained work force.
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NON-FINANCIAL STATEMENT

STRATEGIC GOALS AND BRIEF DESCRIPTION OF THE BUSINE SS
MODEL

Founded in 1950, MKB Bank, is one of the oldestmolant members of the Hungarian
banking system. After the banking reform in 198¥ Bank continued to function as a
universal commercial bank. Its main business d@w/iinclude SME and large corporate as
well as institutional banking services, internatibbanking, retail and private banking, and
money and capital market services. Through itsnitied group interests and strategic
partners, the Bank offers its customers complexickehinancing, asset leasing, fund
management and advisory as well as pension fuddntasy pension fund and health fund
services.

MKB Bank provides its services through its natiodevibranch network and modern,
constantly evolving digital channels.

Core values of the MKB Group: tradition, innovati@ooperation.

Respect for traditional banking values and a comeniit to leading the way in innovative
financial solutions and digitalisation are bothganet in the financial group.

The knowledge and expert base as well as the eradesjstem of relations built over seven
decades of operation, made MKB Bank a major opefatthe Hungarian corporate trade
financing, cash and liquidity management and imaest market.

MKB is a major and large corporate bank, with stya@rganisational knowledge in that
segment. It puts a strong emphasis on supportirginésses with innovative solutions,
professional expertise and development ideas, fiviltmcing support tailored to needs and
opportunities. The Bank gradually builds stratguaetnerships with the major actors of the
Hungarian economy. MKB intends to make an activérdoution to the achievement of the
objectives of its retail and corporate customerthits financing and, indirectly, to also
contribute to an increase in the performance oHtegarian economy.

The MKB Group places special emphasis on the gualit customer relationships and
professional customer service. The focus is onooost relations and experience, as well as
value preservation and generation.

The fair banking values are extremely importanthi@ daily operation and future image of
the Bank, therefore it strives towards a sustamdmlisiness model and efficient and
profitable operation with manageable risks.

On 15 December 2020, Magyar Bankholding Zrt. aeglia 97.19% majority stake in MKB
through a capital increase implemented with in keagital contribution. At the same time,
Magyar Bankholding Zrt also acquired a controllinggrest in Budapest Bank Zrt. and MTB
Magyar Takarékszévetkezeti Bank Zrt.

With this step, the second largest banking groupdimgary was established. The new
banking group serves 1.9 million customers, opsraleost half of the domestic branch
network, more than 920 branches nationwide, andahaalance sheet total or nearly HUF
6,800 billion, a loan portfolio of HUF 3,600 billloand a deposit portfolio of HUF 4,300
billion. It serves 200,000 micro-enterprises, 30,80nall and medium-sized enterprises,
6,000 private banking partners and is a marketlegdmany areas.
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According to the plans, Magyar Bankholding Zrt.lvdevelop a detailed merger schedule
and a detailed business strategy for the threesbdnking 2021, within which the bank
holding intends to preserve and rely on the vahras experience of the 70-year-old MKB
Bank Nyrt. Accordingly, the member banks, includM¥B, will retain their legal status for
the time being and will operate as a separateyemtitl as a separate brand until the merger
process takes place.

POLICIES RELATED TO SOCIAL ISSUES, EMPLOYMENT, RESP ECT
FOR HUMAN RIGHTS, THE ENVIRONMENT AND THE FIGHT AGA INST
CORRUPTION AND THE RESULTS THEREOF, APPLIED DUE
DILIGENCE PROCEDURES

Policies on social issues and their results, applielue diligence procedures

It is important for MKB Group to use all its avdila economic power to contribute to the
development of the community and it is also coneditto building co-operation that
encourages extensive community engagement.

The co-operation activities involve efforts to deye the financial culture, various
educational programmes, targeted sponsoring aret stipport activities. All these activities
are value-driven and have always been and will Blsdamplemented in future to suit the
local needs. The Bank does not carry out a riskssssent of its social and community
engagement activities, but does so on the basits dhternal rules of procedure, which
include relevant procedural rules.

Through its donation and sponsoring activities, M&Boup intends to offer true assistance
in the support of programmes and matters servimg ittberests of the whole society,
including financial culture and mindset developmeatue creation and preservation and the
creation of opportunities, which are the most inti@otr aspects.

Social responsibility:

The corporate social responsibility programme ef KB Group is very diversified. As a
responsible financial institution and a major acihorthe domestic financial sector, it
considers it important to contribute to communigvelopment and the well-being of those
affected in the natural and social environment aghmas possible depending on the
available resources.

In the course of its social responsibility actiedtj the MKB Group advocates for such
important issues as the promotion of culture, spodocial awareness, knowledge
development, health care and the help of childrehtheir families in need.

As a socially responsible institution, the MKB Gpodonated HUF 1 billion as part of its
CSR activity to support the government's effortsiast the pandemic.

As part of the MKB Donor Programme, the MKB Agritukl Partner Program donated 200
used but operable monitors and 121 used furnitorggdod condition to Szent Istvan

University to support its higher education courddse MKB Agricultural Partner Program

donated an additional 400 used but operable manitor 8 vocational schools where
agricultural training is pursued.
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Health preservation activities:

MKB Bank launched its # 20minutes health progranwith the slogan of “Health is the
best investment” three years ago. This social msipdity programme is designed to raise
awareness of the importance of physical and mdwgalth in everyday life. During the
pandemic period, this topic was particularly emjtey as the crisis caused by the virus
presented everyone with a challenge that couldagirepared for, during which the issues
of mental resilience and physical recreation caméhe fore. The programme therefore
placed great emphasis on stress management, thlspif home office arrangements, and
the importance of family and self-time. At regulatervals, an expert gave lifestyle advice
in the context of live lectures on social media atsb helped answer any questions. In
addition, “virtual community races” were organiziedwhich participant could complete a
pre-designated route, safely and individually.

Educational activities:

The MKB Group has a variety of educational prograsmin 2020, the focus was on
providing digital educational solutions. In additido education, employees receive a
number of digital, interactive, simulation matesiahat help them develop outside of
education.

MKB also places great emphasis on the professideaklopment of its employees. In
addition to the statutory trainings, the Bank oiges regular training. New banking
products are also being introduced with a significaumber of training hours. Thanks to the
extensive in-house coaching community, professiamaining provides high level of

banking knowledge.

The MKB Academy programme constitutes the framewadrkhe Bank’s training strategy.
The system has 5 pillars. Besides the mandataniniga(Mandatory Pillar), attention is also
paid to the professional development of the coliesg which is assisted with training
courses dedicated to various topics (Professiatlah)P Skill development training activities
are also available on a number of topics (SoftlSkilar). Employees can choose from
numerous training courses to learn how to use #mkibg tools more effectively (System
Pillar). Further extensive skill development tramiactivities are also available as part of
management training (Management Pillar). In 202@, Academy expanded with a Care
pillar, various mental health and well-being tramicourses and workshops held by
psychologists.

MKB Bank is involved in various educational coopiira.

In co-operation with the National Association of rigltural Equipment and Machine
Distributors (MEGFOSZ), the Bank set an objecti¥gommoting agricultural engineering,
responding to changes in modern agricultural prodoc

The MKB Agro Partner programme, established in 288 7art of the corporate business
line of MKB Bank, supports the foundation and opieraof agro businesses as a financial
partner understanding agriculture.

Within the framework of the "Become an Agricultukahgineer!" programme, the "Become
an Agricultural Engineer!" National ChampionshipE(LIMOB) was also organised for
secondary school students specialised in agri@lltmechanics, machine technicians and
machine repair in the 2019/2020 academic year.rguthhe educational competition, the
participants had to resolve online agricultural fessional, financial issues and perform
practical tasks. 29 teams from secondary schoadlseotountry took part in the programme
with nearly 150 students.
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Financial culture and awareness developing actiet

The employees of MKB Bank took part voluntarilytie ‘Money Week’ events, founded by
the Hungarian Banking Association and Financial Gass Foundation to increase the
financial knowledge of primary and secondary schbatients.

Together with the Hungarian Interchurch Aid Orgatian, MKB has set itself the goal of
creating a publication aimed at financial awarenesidressing specifically low-status
families and children affected by the aid organgrat The completed publication was
distributed in 500 copies nationwide to childrevirlg in the temporary homes of the aid
organization in the framework of MKB's Advent carigpa

Activities aimed at equal opportunities:

MKB Bank has had a relationship with the InternagibChild Rescue Service (NGYSZ)
which supports children facing difficulties in lif®wing to the 23 years of co-operation of
the parties, in each academic year one hundredrehiland young people with outstanding
abilities yet in socially disadvantaged positionanchenefit from the extraordinary
opportunities provided under the MKB Scholarshiph&une. The Bank also offers
discounted account management for young people sghiblarships. MKB is also trying to
follow young career starter professionals who wermer scholarship holders: in 2009, the
Graduate Students Club was established for thaugtas with scholarships, which now has
29 members.

MKB Bank has been cooperating with the Hungaridgarbhurch Aid Organization for many
years. In 2020, the Bank supported the work of @rganization in several ways: with
immediate financial assistance in connection with pandemic, and by participating in
monetary donations and running competitions to Hblp Hungarians in Beregszasz. In
addition, during the Advent period, the employe&dsviiKB Group helped disadvantaged
children with gifts hidden in Santa Claus packaggl the help of the aid organisation.

In 2020, MKB Bank also supported the work of thagk Parents Club Foundation. From
the donation, the Foundation supported the singlermqi disadvantaged families in the
emergency caused by the pandemic with long-lastiod and disinfectants.

During the Advent period, the Bank provided supporthe Foundation for the Foundations,
and the organization provided gifts to increasingdjsadvantaged children from the donated
amount.

Within the scope of corporate social responsibildiate support is available through MKB
Bank for disabled persons to be used for makinig Hmmes accessible.

As a traditional and major operator of the Hungafimancial sector, MKB Group is also
committed to provide support and makes significortations. The fundraising programme
series called MKB Charity Program, launched in 20d@ntinued successfully in 2020.
Through its fundraising campaigns, the Bank sumgubthe work of the Age of Hope
Foundation and the Interchurch Aid Organisation. dddition to fundraising, MKB

continued its cooperation with the Hungarian RedsSrunder the Voluntary Program in
2020, and announced blood donations among empl&yeseg two months. In the last nearly
20 years, blood donations have been organizedeaB#mk 76 times, during which 2,800
blood donors from the staff of the MKB Group hawetped save the lives of 8,300 people.

MKB Group has developed its equal access stratediné with the requirements of the
legislation and the supervisory authority (MNB) lwithe objective of integrating the
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requirements of the strategy into the Bank’s dapgration and making them an integrated
part of the attitude of executive officers andnaimbers of staff.

Employment policies and their results, applied dueliligence processes

MKB Bank completed a risk assessment in employraentidentified the risks relevant in
terms of its operation which are also taken intgoaat in its HR activities. Human
resources actions focused on global trends, domasti MKB specific (based on survey)
areas, such as talent and career management, su@mrvironment, and workflows. The
Bank is organising an Orientation Day for newlyngd colleagues. The purpose of that day
is to integrate the new colleagues and to delierkasic training required for employment
as well as present the global organisation to them.

The HR strategy concentrates on improving the eyg@experience by promoting flexible
work, using the available digital devices and depi#lg a co-operation-based corporate
strategy.

Breakdown of the staff employed by MKB Group by§qBTE):

Deputy
: Head of : CEO+
Subordinate eado Director : Total
de partment Executive

Director
MKB Bank Nyrt. 1 46¢ 34 101 12 161:
MKB-Euroleasing Group 148 8 4,90 4,90 166
Other subsidiarie 224 14 5 4 247
Total 1838 55 111 20 2 02

Breakdown of the staff employed by MKB Group by r@agge age, duration of service and
group member (years):

0-2 years 2-5years 5-10years 10 + years Averagd

MKB Bank Nyrt. 37 4C 39 47 41
MKB-Euroleasing Group 35 39 40 44 38
Other subsidiarie 42z 47 48 53 43
Average 38 40 40 46 4

Breakdown of the staff employed by MKB Group by ation of service and group member
(FTE):

0-2 years 2-5years 5-10years 10 + years Total

MKB Bank Nyrt. 49¢ 351 19¢ 571 1612
MKB-Euroleasing Group E4 42 24 47 166
Other subsidiarie 214 1z 6 1t 247
Total 765 404 224 632 2 02
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Breakdown of the staff employed by MKB Group by den(number of employees):

Total staff Director+
Male Female Total Male Female Total
MKB Bank Nyrt. 536 1073 1612 75 39 113
MKB-Euroleasing Group €9 97 156 9 1 10
Other subsidiarie 14¢ 98 241 9 0 9
Total 754 1271 2 025 92 40 1

MKB Bank offers an extra-wage benefit package geinployees, consisting of a number of
components. An employee package is not just akaslt benefits. It includes more elements
aimed at improving the work environment, maintagnanhealthy lifestyle, and strengthening
motivated work and the sense of belonging to a tddmase benefits provided by the Bank
are described in detail in the Cafeteria Policy.

Talent management at MKB Bank:

A complex calibration process across the compary standard performance evaluation
system were introduced for the first time in 20A&alent management program, including

subsidiaries, was also introduced and re-launcinedecember 2019. The programme
participants were involved in the development dafjgerts that impact the life of the entire

organisation. The MKB Group places great emphasithe training of employees and the

care for talents, supporting the expansion of goitmal knowledge and the development of
skills through extensive educational programmes.

Balance of work and private life at MKB Bank:

The flexible working hours at MKB Bank is one o&tkey elements of the HR strategy as it
is an important component of improving the emplogegerience.

As part of the HR strategy, MKB Bank aims to in@g@#he share of atypical employment. In
addition, the Bank intends to make work from horsevédely available to a wider range of
employees and therefore the tools and deviceslswadaveloped constantly. Working from
home reduces stress at work, improves the balahogodk and private life and thus

increases employee satisfaction, work morale, ieffiy and loyalty. In 2020, home office
work was implemented in 100% of jobs that do nojuie physical presence and flexible
employment was widespread.

MKB Bank and health:

Health development and health preservation are ntapbobjectives for MKB Bank, as

emphasised in various sports and health campaigish as the #20 Minutes Health
programme. Sports opportunities are available fopleyees in many ways and a healthy
lifestyle is promoted on several fronts. In 202lye to the Pandemic, programmes
supporting sports were also organized in an onfioen. Ensuring a healthy work

environment for employees is a priority. In therisif the Year of Health programme series
announced in 2018, we organized screenings for@mpt during 2020.

Employees benefit from preferential health insueanghich includes diagnostic services

and extended consultation hours at the Bank’s aacupal physician on every day of the
week.
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Hobby and recreational facilities are also avadadtl MKB Bank. The canteens of the Bank
serve fitness food and other items, suitable fecih nutrition, and restaurant services were
made available with home delivery during the Paridem

MKB Bank and sports:

The MKB Group provides a wide range of sports opputies to its staff. The Vaci utca
headquarters and the Kassék Lajos utca office ibgildave in total nearly 400%of fitness
facilities. In 2020, online sports events and frags became available so that the Bank can
support the health of its employees in the homérenment. The MKB Group also supports
sports in other ways: the MKB Sports Associatiosrapes 23 sports departments.

Secure work environment:

In order to fulfil its legislative obligations, MKBank has prepared a risk assessment of the
head office and other business sites of the Bardtuding all branches. As it is an office
work environment, there is only a low risk of a@sits. Consequently, there are very few
work accidents and their number is decreasing.

Employees are also required to attend occupatisafgty and fire training every year. A
separate training material has been developedhremployees of the branch on how to
respond if the branch is attacked. The personalenmiah and organisational conditions of
safe work were defined in the Health and SafetyuRdipns of the Bank in compliance with
the law.

A Health and Safety Representative also workseaBidmnk on behalf of the Works Council.
The HS Representative is entitled to make sure tti@atrequirements of healthy and safe
work are fulfilled at the Bank.

Corporate governance:

MKB Bank, as a publicly traded company, whose share listed on the Budapest Stock
Exchange, has prepared and published its Corp@Gaternance Report on the basis of the
Corporate Governance Recommendations of the BSE.

MKB Group attaches great importance to the devetopgnand operation of a corporate
governance system that complies with best markattige and ensures efficient and
effective operation, and responsible corporate gmaree.

MKB Bank's governance structure takes into accaoegulatory, supervisory and stock
exchange requirements as well as business spedifitB Bank intends to comply as much
as possible with the Corporate Governance Recomatiend of the BSE.

Regulations on the related policies, the appliededdiligence and risk management
procedures:

» Regulation on the Recruitment and Selection Process

» Cafeteria Policy

* Incentive system

* Regulation on the Internal Training System of MKB&

* Regulation on Work at Home

» Employee recognition programme

» Regulation on Sponsorship and Management of SuRsartiests

» Health and Safety Regulation

* Regulation on the Procedural Rules of PromotingaEécess at MKB Bank.
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Human rights policies and their results, applied de diligence processes

Relying on the standards also expressed in the @o@enduct, the Bank takes into account
the interests of its employees based on fair assggs recognises their right to the integrity
of their private life but, in exchange, the Banlpeats its employees to responsibly protect
their health.

It is especially important for the Bank to see titstemployees can equally focus on their
families and work as well as professional careerstipport that, the Bank offers a healthy
work environment without any discrimination. ThenRaloes not prepare a risk assessment
of the enforcement of human rights but it operategsompliance with the equal access
strategy and internal banking regulations thatioeithe procedural rules.

The equal access procedural rules of MKB Bank wlereloped on the basis of Section 283
of Act CCXXXVII of 2013 on Credit Institutions anBinancial Enterprises, the Decree of
the Minister of National Economy 22/2016 (29 Juoe)the rules of equal opportunities for
persons with disabilities in access to financialvi®es provided by credit institutions and the
MNB Recommendation 4/2017 (13 March) on the treatnw disabled customers. The
regulation contains the rules of implementation dethils defined in MKB Bank’s equal
access strategy and constitute an inseparabléheaenf.

The Bank’s equal access was developed in the spitite Bank’s social responsibility as the
Bank pays special attention to the special needslisdbled customers and to special
treatments promoting their equal access to servidesfundamental objective is to integrate
the strategic requirements into the Bank’s dailgragion and to make them an integrated
part of the attitude of executive officers and aelher employees. The purpose of the
regulation is to enable the disabled customerbeBank to have access, whenever possible,
to services of the same quality as those offeredrdinary customers but adapted to their
special needs.

The Bank applies a fair treatment based on resgpetesteem while keeping contact with its
stakeholders. It rejects all forms of discriminatimased on sex, age, ethnic origin, religious
or political belief, belonging to any interest gppusexual orientation, different native
languages and any other direct or indirect diseration-based excluding conduct.

MKB Bank also operates a notification systeaangnimbox@mkb.he-mail address), where
anyone can report any violation of law, or intermegulation or other rule of conduct
experienced by them, even anonymously.

A Works Council also operates at MKB Bank in coraptie with the currently effective
Labour Code. The Works Council is the main intereptesentation forum, representing the
interests of the employees. The employees may\msvied in the discussion of issues and
taking decisions affecting them and can learn aboytchange therein through the Works
Council. The Ethics and Conciliation Committee b& tWorks Council has the power to
resolve conflicts between employees and conflietssben managers and employees.

MKB Bank does not employ children and is not engaigeorced labour either.
Data protection and data security:
Data protection represents the latest generatidmuofan rights and MKB Bank also pays

attention to that field accordingly. It has incorated checkpoints in its business processes
and IT development processes to ensure compliaitbe€3PR requirements.
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In line with industry practice and MNB regulatiofdKB Bank is constantly updating its
security readiness, upgrading and replacing itseldurity systems.

The Bank also prioritises the security of digitdianonels. We use regular external
vulnerability tests and intrusion tests to make=dbat the level of security is adequate.

In full compliance also with the MNB recommendatipMKB Bank informed its customers

on what to do in relation to cyber fraud and dat&ltng and raised attention about the
importance of prevention and alertness regularlyt®iown platforms as well as in various
publications issued on a number of occasions duhiegear.

The members of staff of MKB Bank have a great ddéadxperience in how to prevent data
phishing, or identify the actual cases as well mplément measures to mitigate losses.
Potentially affected customers are contacted byMKe&3 Cyber Security Centre to make
sure that the customer is aware of the transaatiaquestion and has actually initiated it.
MKB Bank also takes all security and legal measuegsiired on such occasions in addition
to informing its customers.

Environmental policy and its results, applied due digence processes
Sustainability and climate strategy:

The MKB Financial Group is committed to being a kehkayer in creating sustainable

economic operation. As a Hungarian financial ingtin, it has a key role and responsibility

in supporting and financing sustainable and clirtatented investments. By reducing its

ecological footprint and acting responsibly, the Bl&roup also wants to set an example for
market participants and partners, and feels obliggutotect the environment.

To translate the commitment into action, by appoia responsible leader and setting up a
climate task force, the MKB revised and renewedbiistainability and Climate Strategy in
December 2020, setting out its goals for a fiverygteategic period.

The strategic goals set out a vision and actiores tduMKB Group's role as a financial
institution, as well as for the MKB Group as a gg@i companies.

 “MKB, partner in green finance”as part of the strategy, the goal is to create an
infrastructure, product and service range for retail corporate customers that will
help them achieve their own sustainability and atengoals. The MKB attaches
great importance to investing in renewable energy therefore supports the
implementation of these projects. MKB is committedESG-based funding in its
own operations and towards its customers. ParhefMKB's sustainability and
climate strategy is the gradual revision of th& fremework and the incorporation
of the ESG approach into the risk framework. Ondhe hand, this affects the full
transposition of the requirements of the Europeaiot) as well as the examination
of the special elements that can be adjusted tbltimgarian market.

 "MKB as a responsible group of companie8’ a responsible group of companies,
the MKB Group aims to fully comply with the goald$ dimate neutrality and
sustainability, in particular the widest possibéperless and contactless operation in
line with ESG principles. The group seeks to adhitwese goals through its day-to-
day operations, internal processes and the formafids employee community.

Measures aimed at optimising energy consumption:

The majority of MKB Group’s energy consumption tekto the utility consumption of
buildings and fuel consumption of its vehicle fle&nergy consumption is constantly
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monitored and supervised in each building. Theonati centre of this network is at Kassék
Lajos street office building.

The lighting system is gradually modernised inNi{B Group buildings in order to reduce
electricity consumption. Presence detectors westalled in the majority of public areas to
prevent lamps being left switched on without a oeas certain premises. Natural sources of
lighting are preferred in all office buildings aattempts are made not to use any artificial
lighting in the rooms if there is sufficient surlligduring the day.

The energy consumption optimising measures aldodad the upgrade of the cooling of the
head office and the replacement of the wet codbmeers of the liquid cooling equipment by

pure air cooling-based appliances. Thus the efiiwy of energy consumption almost trebled
and the water and sewer consumption of the buitdivas decreased significantly too.

In 2020, a solar system of 573 of solar panels with a maximum inverter power @k&A
was installed on the headquarters building andheroffice building on Kassék Lajos Street.

The positive impact of the measure can also berebdan the annual energy consumption
indicators of the buildings of MKB Grofip

Annual consumption

Electricity (kwh 13 443 08 11 739 13 11 084 11
Natural gas (gnm 989 02 933 66: 932 86:
Heat (MJ 2 427 96 222778 2141 36
Water (m3 27 48t 25 80¢ 24 34(

In its environmental risk assessment the Bank touk account the annual energy
consumption and annual carbon dioxide emission. st recent complete energy
efficiency audit for MKB Bank was carried out in Z8 by NKM Optimum Zrt. in full
compliance with EU Directive 27/2012, Act LVII d2015 and Government Decree
122/2015 (26 May). In addition, on the basis of Becree of the Hungarian Energy and
Public Utility Regulatory Authority (MEKH) 2/201716 February), monthly energy desk
officer report is also prepared with energy constimnpanalyses.

Selective waste collection and management:

MKB Bank focuses on sustainable development. Onigsdbasic pillars is selective waste
collection, which is promoted with bins provided office corridors and kitchens for
collecting PET bottles, batteries and caps as a®lelectronic waste (cartridges, toners,
etc.). Following adequate treatment, the selegtivellected waste may be recycled, thus
reducing the impact on the environment.

MKB Bank takes all reasonable efforts to have greparation, in the context of which
electric waste management is another key issuedifitisation strategy has also a positive
impact on MKB Bank’s paper consumption.

® Remark: When the statement was prepared, the Dere2020 energy consumption data were not yet fully
available. Missing data were determined based ewviqguis year’'s consumption.
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Waste management is governed by a number of lawsregulations, and MKB Bank
satisfies all legislative requirements. The Bardpares waste management reports annually,
containing the classification and quantities of t@agenerated and collected. In 2020, MKB
Bank generated 49,445 kg paper and cardboard waasie]2,865 kg scrapped electric and
electronic waste.

Environmental measures relating to the vehicle fteag MKB Bank:

MKB Bank has its own vehicle fleet and runs mostt®fcars on petrol and only fewer cars
on diesel. From 2020, the Bank will not supportpechase of diesel vehicles. At the same
time, an increasing proportion of electric/hybratsare appearing in new purchases.

As a result of the scheduled replacement of thet,ftee age of the vehicles is a maximum of
5 years. MKB Bank also uses taxi services for itgpleyees. It was also a factor in the
selection of the contracted service provider thhaad the largest number of electric car fleet
on the Budapest market. At the end of 2019, thekBdso signed a contract with MOL

Limo, the aim of which is to replace petrol-powetaxi service in the future and to provide
more environmentally friendly urban transport. Aetend of 2020, the Bank revised the
purchase limits for motor vehicles, significanthcieasing the budget for hybrid / electric
vehicles.

Anti-corruption and anti-bribery policy and its results, applied due diligence
procedures

In compliance with its statutory obligations, MKBaBk laid down its anti-fraud and anti-
corruption measures in various regulations.

Anti-money laundering and anti-terrorist financingneasures:

MKB Bank developed its group anti-money launderargl anti-terrorist financing policy
because it uses the available tools to activelfigiaate in the prevention, combating and
detection of money laundering, terrorist financargl economic crime both in Hungary and
internationally. In order to effectively performosge tasks, the Bank applies the following
main principles:

» The Bank Group consistently meets and complies alithelevant international and
Hungarian embargo rules, requirements and regakatoncerning the fight against
money laundering and the relevant national andnatenal legislation.

« The Bank Group does not and will not finance illegams transactions, drug
trafficking, child labour, slave trade, prostitutior corruption.

» The Bank Group does not and will not finance pessanundertakings managed or
controlled by persons qualifying as unreliable,ihgween sentenced for any related
criminal act.

* Bank Group duly observes the FATF recommendatiomspairsues its activities in
compliance with them.

The AML procedures apply to all employees of theBand fully comply with the FATF
40+9 recommendation, the Directive of the EuropParliament and of the Commission
2015/849 and the Regulation of the European Cow2@l5/847. MKB Bank takes all
reasonable efforts to prevent using the servickeseaaf by the Bank for money laundering or
terrorist financing. MKB Bank has a Compliance arigation in which separate departments
work on preventing money laundering and terroiiisaricing. The Bank fully co-operates
with the official agencies in the identification afl suspicious cases, with special regard to
potential money laundering and terrorist financifidne declarations required under the
international regulations are available on the Banlebsite.
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In order to reduce the risk of money laundering terdorist financing, the Bank must be
aware of the activities of its customers, the retof business relationships, business
partners, financial habits, the Hungarian and msspractice, the economic background of
debits and credits in the account, the expectazs gamount, currency), hence it maintains a
regular and active relationship with its customéraaccordance with the legal requirements,
the Bank’s staff perform the due diligence of coses. Natural persons and representatives
of legal entities must also provide a declarationtlte PEP status of the beneficial owner,
which is then verified by the Bank’s staff in pubdiources.

MKB Bank prepared its internal risk assessmentammiance with the provisions of Act
LIl of 2017 on the prevention and combating of mpdaundering and terrorist financing,
taking into account the Hungarian and internati@tanomic conditions and habits and the
known risk factors. The Bank is also obliged to lgpmodequate risk classification on the
basis of the nature and volume of the businesgiar&hip or a transaction order or the
conditions related to the customer, product, sergicthe applied instrument.

MKB Bank identified its major risks in its risk &ssment policy and reserves the right to
refuse any customer relationship, transaction amsiction order if it is not in accordance
with its risk appetite. The Bank monitors unusuativities and has identified cash

transactions as a high risk, in particular in theecof extremely large or highly intensive
cash turnover, thus verifying it continuously catgrsuch turnover.

MKB Bank does not maintain a business relationghtph customers who carry reputational

risks, only customers who use their products fgitimate purposes and whose identity can
be determined and verified without any doubt. Tla@liBdoes not provide services to natural
persons or legal entities who/which are subjectuty sanction or are included in any
restricted list, such as the restricted list of threted Nations Security Council (UN), the EU

Consolidated Financial Sanctions list (EU), thetRe&ted List handled by the Foreign Assets
Control Office (OFAC) of the United States, whidsaincludes the Specially Designated
Nationals and Blocked Persons (SDN). In additibe, Bank identified industries, products

and countries that represent a high risk.

MKB Bank tries to prevent and detect fraud not dnlits customer relations.

The MKB Group has detailed internal regulationserong insiders and potential insiders,
which fully comply with the restrictions and prohiibns detailed in the Capital Market Act.

In the supply contracts partners must commit to glance with the effective laws and
regulations. The Bank’s Compliance Unit also consluitie diligence on the partners before
each new contract or a supply contract that haveen reviewed for a year. The Bank does
not enter into any contract with a supplier who<aoet satisfy the minimum requirements
stated by law.

The Bank also expresses the requirement of prudpetation in its Code of Conduct.
Compliance with the effective law and the internefulations of the Bank is a basic
requirement for each employee of the Bank Groupn@iance with the Code of Conduct is
required from all partners with a business or otimetract with the MKB Group.

Rules on gifts:
In order to ensure transparent operation and ptex@ruption, the Bank applies strict rules
on conflict of interest and gifts to business parsn The Regulations on the Conflict of

Interest of Employees and Gifts set out the rulesaaepting and providing gifts for
employees, the terms and conditions of holding @tkee officer positions, the restrictions
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on influential roles in the business organisatiod an obtaining an influential share and
majority influence as well as the rules of authatin.

Regulations related to the respective policy anglggn due diligence procedures:

* On the assessment of reliability of the employdaediB Bank

« MKB Bank Group Policy on the Prevention of Moneyubhdering and Terrorist
Financing

* On the conflict of interest of employees and orsgif

+ MKB Bank group regulation on the prevention and batmg of money laundering
and terrorist financing and on the implementatibfirancial and asset restrictions
ordered by the European Union and the UN SecuoiynCil.

» Regulation on the Fraud Reporting System of MKBIBan

* MKB Bank Anti-corruption Policy

» Policy on the Management of Inside Information, the Prohibition of Insider
Trading, Unlawful Disclosure of Inside Informatiand of Market Manipulation

SUMMARY OF MAIN RESULTS OF POLICIES PURSUED IN THE FIELDS
OF SOCIAL AND EMPLOYMENT ISSUES, RESPECT FOR HUMAN
RIGHTS, ENVIRONMENTAL PROTECTION AND THE FIGHT AGAI NST
CORRUPTION

Through its traditionally extensive community inveinent, MKB Group continued to
actively contribute to the promotion of various Mieaeducation, and equal opportunities
programmes and activities in 2020.

In terms of employment it needs to be stressed itha2020, home office work was
implemented in 100% of jobs that do not requiregital presence and flexible employment
was widespread. It is favourable that the healésgmvation programmes launched three
years ago continue to be popular. Due to the pamgem2020, online sports events and
trainings became available so that the Bank capastiphe health of its employees in the
home environment. Implemented HR policies conteldotemployee satisfaction.

By optimizing the energy consumption of office lduilgs, the Bank's energy consumption
was significantly reduced and the employees' enuilental awareness was further increased
in 2020. By reducing its ecological footprint anttiag responsibly, the MKB Group also
wants to set an example for market participantspamthers, for which the Bank revised and
renewed its sustainability and climate strategip@@ember 2020.

In 2020, MKB Bank consistently and effectively apgl its anti-corruption, anti-money
laundering policies, and its dedicated Anti-CorraptPolicy managed by Compliance.

SIGNIFICANT RISKS RELATING TO SOCIAL AND EMPLOYMENT
ISSUES, RESPECT FOR HUMAN RIGHTS, ENVIRONMENTAL
PROTECTION AND THE FIGHT AGAINST CORRUPTION CONCERN ING
BUSINESS RELATIONS, PRODUCTS AND SERVICES, AND THE
MANAGEMENT THEREOF

MKB Bank identified its major risks in its risk assment policy. Due to the nature of the
Bank's operations, it is exposed to operation&l @perational risk is the risk of loss due to
human error, system failures, inappropriate ortfairiternal processes, possible fraud or
abuse of bank employees, customers or third padiesxternal events, which includes legal
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risk, conduct risk, modelling risk, information and communication technology risk, and
reputational risk. The Bank's key strategic objective is to minimize operational risks by
applying risk-reducing controls in its core business processes.

The Bank also expresses the requirement of prudent operation in its Code of Conduct.
Compliance with the effective law and the internal regulations of the Bank is a basic
requirement for each employee and all partners with a business or other contract with the
Bank are also expected to comply with the Code of Conduct. MKB Bank does not maintain a
business relationship with customers who carry reputational risks, only customers who use
their products for legitimate purposes. MKB Bank completed a risk assessment also in
employment and identified the risks relevant in terms of its operation which are also taken
into account in its HR activities.

KEY NON-FINANCIAL PERFORMANCE INDICATORS:

e Breakdown of employees by job, age and gender: (included in the chapter on
Policies related to employment and the results thereof, applied due diligence
procedures)

e Energy consumption: (included in the Environmental Policy and its results, applied
due diligence processes chapter)

Budapest, 30 March 2021

/ P
Jémtg@mﬂcsok

Chai i ecutive Officer Deputy Chief Executive Officer
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STATEMENT

on the consolidated semi-annual financial statements of 2020
and on the Report of the Management
Pursuant to Ministry of Finance Decree no. 24/2008. (VIII.15.)

MKB Bank Nyrt (hereinafter: “Bank™) declares concerning its consolidated annual financial
statements — accepted by the Annual General Meeting of the Bank on 29 April 2021 and audited by
an independent auditor - the following statement:

The Bank declares that the consolidated annual financial statements have been compiled in
accordance with the applicable accounting rules. The consolidated annual financial statements
compiled based on the best knowledge of the Bank’s competent experts and decision making
managers present a realistic and reliable picture on the assets, liabilities, financial position, as well as
profits and losses of the Bank as an issuer of securities and of the consolidated enterprises.

The Bank declares furthermore that the consolidated Report of the Management (Management’s
discussion & analysis) provides a reliable picture of the position, situation, development and

performance of the Bank as an issuer of securities and of the consolidated enterprises, and describes
the key risks and uncertainty factors.

Budapest, 29 April 2021

MKB Bank Nyrt.

Jano emcsok
Deputy Chief Executive Officer

My
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