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KEY FIGURES

Consolidated, EU IFRSY 2019 2018 2017

Financial Statements Figures
Balance sheet at the year end (CZKm)

Total assets 1,631,067 1,378,038 1,315,590
Financial assets at amortised cost/Loans and receivables? 1,459,211 1,223,433 1,062,201
Deposits received from other than credit institutions 957,221 792,625 744,448
Debt securities in issue 415,818 365,311 350,136
Shareholders' equity ¥ 98,678 92,016 93,703
Statement of income (CZKm)
Operating income 42,404 37,102 37,199
— of which Net interest income 32,004 26,016 22,692
- of which Net fee and commission income 8,518 8,022 7412
Operating expenses 19,034 17,769 16,252
Impairment on financial assets at amortised cost/loans 313 214 131
and receivables
Profit before tax 23,185 18,931 20,969
Profit for the year? 19,691 15,757 17,517
Ratios (%)
Return on average equity (ROAE) >3 20.7 17.5 19.3
Return on average assets (ROAA) 19 1.20 1.07 1.26
Cost / income ratio 19 449 479 437
Capital adequacy ratio ©- % 19.2 18.0 17.2
Leverage ratio 19 4.04 4.26 448
Net stable funding ratio”-*¥ 161.5 1614 146.0
Loan-to-deposit ratio * ¥ 794 76.3 777
General Information (as at 31 December 2019)
Number of employees — the CSOB group ® 8,626 8,318 8,299
Number of clients — the CSOB group (in millions)? 4241 4268 4.306
Number of branches — the Bank® 225 235 270
Number of ATMs 1,068 1,063 1,070

CSOB's Credit Rating? (as at 31 December 2019)

Rating Agency Long-term Rating Outlook  Short-term Rating Long-term Rating valid since
Moody's Al stable P-1 21 November 2018
Standard & Poor's A+ stable A-1 30 July 2018

1) In the context of IFRS 9 implementation, methodology for classification and measurement of financial instruments has been changed.
Figures for 2018 and 2019 are according to IFRS 9, figures for 2017 are according to IAS 39. More information is in financial part of
this Annual Report.

2) For 2018 and 2019 item Financial assets at amortised cost reported in line with IFRS 9, for 2017 item Loans and Receivables reported
in line with IAS 39. More information is in financial part of this Annual Report.

3) Attributable to equity holders of the Bank.

4) Net fee and commission income for 2018 has been influenced by the shift of network income. More information in the CSOB Annual
Report for 2018. Net fee and commission income for the year 2017 has been restated retrospectively.

5) As at the year end, values for 2018 and 2019 are influenced by IFRS 9, for definition please refer to page 25.

6) According to CRR rules as at the year end. End of period regulatory capital (ratios) does reflect retained earnings. Value for 2019 was
influenced by KBC Bank initiative to centralize CSOB's trading activities to the Central European Financial Markets.

7) According to CRR rules, for definition please refer to page 25.

8) Figure for 31. 12. 2019 newly includes 446 FTEs of CMSS.

9) Includes all clients of CMSS. Figures for 2017 and 2018 were retrospectively recounted.

10) Includes CSOB branches and PSB financial centers, i.e. without approximately 2,600 post offices.

11) Including ATMs of cooperating banks.

12) Credit ratings as of the date of this Annual Report are part of the Report of the Board of Directors.

13) Values for 2019 were influenced by one-off transactions (acquisition of remaining 45% share in CMSS and sale of share in CSOB
Asset Management).
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OPENING STATEMENT

Dear Friends, Trading Partners
and Colleagues,

As we were closing 2019 in accounting and operational terms,
we were delighted that the year had been one of the most
successful in CSOB's history. We benefitted from confidence
in stability and continued growth in the Czech economy, the
increasing purchasing power of households and prosperous
and investing companies. We strove to accommodate clients
to the greatest possible extent with a consolidated offer of
products and services under a single roof and by moving to the
digital environment. We parlayed the indisputable advantages
of a large financial group and a unique bancassurance model
supported by investments in development and innovation,
especially in the area of payments. The number of active CSOB mobile banking users increased
by 31% Y/Y, and the number of transactions grew by 34%.

We launched the Apple Pay, Google Pay and Garmin Pay mobile apps, instant payments and
enhanced online transaction security. Thanks to the strength of the stock market, we were
successful in asset management and were able to provide clients excellent returns on their
pension savings and mutual funds. With the acquisition of Ceskomoravska stavebni spofitelna, we
have strengthened our leadership in the housing industry. The CSOB Group entered 2020 with the
largest share of the housing finance market in the Czech Republic.

However, the pandemic-related events have had a major impact on our way of life, turning the
priorities of all people upside down. Fortunately, by living in the era of digitization and constant
technological improvements, we are able to face the situation and continue to serve our clients
effectively. Our ambition remains to also be physically accessible to our clients, as we are part
of the state’s critical infrastructure. This is one of the reasons why we are maintaining operations
at branches and expanding the CSOB Zivé service. It is ideal for clients who wish to take care of
several needs at the same time and connect with several experts from one place. We consider
it an indisputable advantage that we offer our clients the possibility to arrange an account, loan,
savings, insurance and mortgage in one place or to schedule regular investments.

| would like to cordially thank to our clients for their thrust and to all of our colleagues and
employees for their passion and engagement. A very special thank you goes to our dear Chair of
the Supervisory board Pavel Kavanek, who retired from his position last year after a lifelong service
for CSOB. Also, I'd like to welcome again Zdenék Tuma to this role.

Please accept my heartfelt wishes for good health above all else in 2020. | firmly believe that
we can manage this difficult situation together with strength, dedication and solidarity. We are
prepared to accommodate clients who are having problems repaying their obligations to the
greatest possible extent. We are also preparing a large number of additional measures.

S ()

John Arthur Hollows
President of BoD and CEO of CSOB Group
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CZECH ECONOMY

General Economic and Market Indicators

The CSOB group's business is conducted in the Czech Republic and is, therefore, influenced
by prevailing macroeconomic trends in the country.

The year 2019 was another successful year for the Czech economy, although its growth rate
dropped to 2.5 percent from the previous period. The key growth engine on the demand side
was household consumption fuelled by high real wage growth and the favourable situation
on the labour market characterized by the all-time low unemployment and simultaneous
historically high employmentand job openings. The shortage of workers, which would previously
motivate local businesses to invest in automation and robotization, was outweighed by fears of
cooling foreign demand during the year. As a result, investment activity, except for the housing
investment, began to considerably decelerate its previous momentum.

On the supply side, it was the service sector that made the major contribution to economic
growth, while the former driver of the economy, the manufacturing industry, began showing
increasingly pronounced signs of a cyclical slowdown. No longer were they just signals in the
form of a worsening business confidence or weaker orders; it was an actual drop in production.
Its consequences arose in particular in the last quarter of the year and it also partially hit the most
important sector of the local industry — the production of passenger cars. In contrast, services,
especially trade, benefited from growing consumer demand oriented towards electronics and
other leisure goods. The construction sector also was characterized by favourable development
in 2019, receiving support from both the public sector in the area of construction and
reconstruction of transportinfrastructure and the private sector as regards housing development.
After many years, it was even possible to start talking about a housing development boom, the
onset of which, however, was considerably delayed due to administrative obstacles and came
under entirely different market conditions. Nevertheless, growth in housing prices slowed only
symbolically compared to the previous year.

Inflationary pressures increased despite the cyclical slowdown of the economy during the
year. The cause this time was not only record housing, rents and energy prices, but also fast-
growing food prices. The CNB already responded to the potential inflationary pressures in May
by increasing its main interest rate to 2% and then leaving the interest rates unchanged for the
rest of the year. Despite the interest rate differential extended in this way, the Czech crown
exchange rate was above the 25.50 CZK/EUR limit for most of the year. As a result of the long-
term upward liquidity surplus on the Czech market, even this increase in the interest rates and
the intention to keep heading in the same direction changed nearly nothing in the inverted
slope of the yield and interest rate curve.

The slight slowdown in lending activity in 2019 was accompanied by further improvement of
banking sector loan portfolios. During the year, the share of non-performing loans decreased
to 1.7% for households, and even under 1% for mortgages. For non-financial enterprises,
where the interest in foreign currency loans continued to prevail due to the extended interest
rate differential, the share of non-performing loans decreased to 3.2% and, as in the case of
households, was at a historical low.

The Czech Republic remained one of the least indebted EU countries and its debt-to-GDP ratio
decreased once again, this time approximately to 31% of GDP.
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The following table sets out key Czech macroeconomic indicators for the periods indicated.

Indicator? Measurement 2019 2018 2017 2016 2015
Unit
Nominal GDP CZKbn 5,653 5324 5,047 4,768 4,596
Real GDP growth % change, Y /Y 2.5 2.8 45 24 54
Real GDP per capita CZKths 4552 4456 434.8 4176 4085
Real GDP growth per capita % change, Y /Y 2.2 2.5 41 2.2 51
Inflation rate (CPI) %, year end 3.2 2.0 24 2.0 0.1
Unemployment rate %, average 2.1 2.3 29 4.0 51
General government budget % 0.3 0.9 15 0.7 (0.6)
balance / Nominal GDP#
General government debt? CZKbn 1,740 1,735 1,750 1,755 1,836
General government debt / % 30.8 326 347 36.8 40.0
Nominal GDP#
Exports of goods and services? % change, Y /Y 16 34 6.7 18 43
Imports of goods and services? % change, Y /Y 13 51 64 (0.5 5.0
Trade balance / Nominal GDP? % 41 4.1 51 52 4.1
Interest rate (three month PRIBOR)? %, average 2.1 13 04 03 0.3
CZK / EUR exchange rate? average 257 256 26.3 270 27.3
Source:
1) CZSO, unless stated otherwise.
2) CNB.

3) Eurostat, CZSO.
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Highlights and Main Events

The terms used in this section are defined and further discussed below.

Key Figures of the CSOB Group in 2019
« The net profit of CSOB group rose to CZK 19.7 billion.

» The volume of loans increased to CZK 781 billion (+5% year-on-year*), and the quality
of the loan portfolio remains high.

+ The volume of deposits grew to CZK 957 billion (+3% year-on-year*).

» The total volume of assets under management increased to CZK 241 billion (+18%
year-on-year).

» Operating income amounted to CZK 42.4 billion (+14% year-on-year).

« Operating expenses grew to CZK 19.0 billion (+7% year-on-year). Staff expenses
increased by /% year-on-year.

The CSOB group closely manages credit risk and maintains strong capital and liquidity positions
as reflected in the following 2019 year-end figures:

» Credit cost ratio for the full year 2019 stood at 0.04% and NPL ratio decreased to 2.24%
thanks to excellent loan quality.

» The loan-to-deposit ratio increased year on year to 79.4%. The net stable funding ratio
(NSFR) was 161.5%.

e Tier 1 (CET 1) ratio improved to 19.2%.

* Note: Year-on-year change in volume of loans and deposits based on pro-forma figures, where CMSS is consolidated
using full method of consolidation. Figures as at 31 December 2018 were restated retrospectively.

Dividends Paid

Based on a sole shareholder decision from 30 April 2019, a dividend of CZK 44.26 per share was
paid for 2018, representing a total dividend of CZK 12,956 m. The decision of a profit allocation
for 2019 has not been taken before the date of issue of the financial statements.

Changes to Scope of Consolidation and Business Combinations
Acquisition of Ceskomoravska stavebni spofitelna

On 15 April 2019, CSOB and Bausparkasse Schwabisch Hall (BSH) reached an agreement for
CSOB to acquire BSH's 45% stake in the building savings bank Ceskomoravska stavebni spofitelna,
a.s. (CMSS) and thus assume 100% ownership control over CMSS. In May, the agreement was
approved by antitrust authority. Transaction has a strong financial and strategic rationale and
CSOB consolidates its position as the largest provider of financial solutions for housing purposes
in the Czech Republic.

CSOB re-measured previously held equity investment at fair value as of acquisition date, and
recognized resulting gain of CZK 2,081m in Other net income. Income and expenses realised
by CMSS from June 2019 are included into the consolidated statement of income of the CSOB
group using full method line-by-line. In the consolidated statement of financial position of the
CSOB group as at 31 December 2019, CMSS is consolidated using full method of consolidation.

Sale of CSOB Asset Management

In February 2019, the Bank sold its 40.08% share in CSOB Asset Management to KBC Asset
Management. As a result, the CSOB group excluded the company from the consolidated
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financial statements in 2019 and recognised a gain on the sale in Other net income in 2019 in
the amount of CZK 621 m.
Acquisition of MallPay

In November 2019, CSOB Bank gained 50% share in the entity MallPay, s.r.o. as a joint venture
with Mall Group. CSOB entered the business to offer deferred payments for online shopping,
instalment loans, insurance and investment options to e-shop customers.

Changes in CSOB's Managing and Supervisory Bodies
«  Willem Hueting was removed from CSOB's Audit Committee with effect from 23 June 2019.

« Christine Van Rijsseghem was elected as a member of CSOB's Audit Committee with
effect from 24 June 2019.

« Zdenék Tuma was elected as a member of CSOB's Supervisory Board with effect from
1 October 2019. Supervisory Board then elected him as a chairman of the Supervisory
Board on its meeting on 16 October 2019.

Besides above said, Mr. Pavel Kavanek has after more than five years stopped being chairman
and member of the Supervisory Board; his function ended on the day of 30 September 2019.

Distribution Platform and Client Base

As at 31 December 2019, the CSOB group had 4.2 million clients in the Czech Republic. The
client base comprises of 4.1 million group retail clients, 4,900 corporate clients, 134,000 SME
clients and 9,000 private banking clients in the Czech Republic.

The total number of clients decreased year on year, however the number of active clients
(Group Primary Clients) increased +58 ths year on year.

2019 2018 Y/Y change
(%)

Clients of CSOB group (mil.) 4241 4.268 (0.6)

Clients benefit from CSOB's wide sales network of 203 retail or shared retail / SME branches,
approximately 2,600 outlets of the Czech Post network (226 have specialized banking counters)
and additional approximately 600 Czech Post franchise outlets.

Clients can use a wide network of 1,068 ATMs, including 492 contactless, 242 enabling cash
deposits and 1,008 customized for visually impaired clients.

The CSOB group has a network of 35 SME branches, 10 regional branches devoted to serving
corporate clients and 11 branches for private banking clients. Next to these, there are also
2 specialized branches for the Financial and Public Sector and for Bank Relations located
centrally in Prague.

CSOB ensures the availability of financial and insurance services, in both physical and online
worlds. CSOB invests in digital solutions to make financial services accessible to all. Digital
channels include CSOB Smartbanking, CSOB Internet Banking, CSOB CEB (Company
Electronic Banking) and CSOB Investment portal.
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Innovation Leadership

As of 31 December 2019, the number of mobile banking active users increased +31% Y/Y, the
number of internet banking active users slightly decreased Y/Y. The number of transactions
entered via mobile banking increased +34% Y/Y, while number of transactions via internet
banking decreased -1% Y/V.

Active users (ths) 2019 2018 Y/Y change

(%)
Internet banking 1,032 1,037 (0.5)
Mobile banking 384 293 30.9
Transactions (ths) 2019 2018 Y/Y change

(%)
Internet banking 35,966 36,397 (1.2)
Mobile banking 12,068 8,987 34.3

Transactions in 2019 include only retail and private banking clients, transactions by companies are excluded.
Year 2018 has been restated.

In 2019 more than 21 thousand consumer loans were initiated online, up +40.47% year on year.
Online sales of travel insurance increased +9.1% Y/Y.

Online initiated new sales (ths) 2019 2018 Y/Y change

(%)
Consumer finance 21,246 15,133 404
Travel insurance 56,773 52,048 9.1

CSOB offers paperless operations at all branches. The share of digitally-signed documents at
the branches reached 80.6% in 4Q 2019, up +15.8pp compared to 4Q 2018.

2019 4Q 2018 4Q Y/Y change
(pp)
Share of digitally-signed documents at the branches (ths) 80.6 64.8 15.8

CSOB goes beyond purely banking or insurance related applications and develops the services
comparator website "UsSetfeno.cz" and insurance comparator “Top-Pojisténi.cz”. In 2019, their
services were purchased by 173 ths clients.

2019 2018 Y/Y change
(%)

Clients of Usetfeno.cz and Top-Pojisténi.cz (ths) 173 192 (9.9)
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Innovation Achievements in 2019

« CSOB introduced Apple Pay, Google Pay and Garmin Pay that integrate payment cards
into smartphones or other electronic devices and enable contactless payments. By the
end of the year 2019, clients had tokenized over 94 thousand cards in their mobile wallets.

« Patria Finance, member of the CSOB group and largest online broker in the Czech
Republic, has launched indigo — a revolutionary roboadvisory and automated investment
platform.

« CSOB established a joint-venture MALL Pay with Mall Group. MALL Pay offers deferred
payments for online shopping and will bring instalment loans, insurance and investment
options to e-shop customers.

« CSOB added various user-friendly applications to the digital offering, such as instant
payments which allow transfer of money from one account to an account in another
bank within seconds.

« CSOB offers fully online loans to all retail clients, as well as fully online current and
saving accounts, term deposits or building savings.

e Thanks to smart solutions in public transport, CSOB helps people to save a lot of time
and increase the comfort of everyday commuting. CSOB can offer to the public sector
card payment solutions which improve the everyday life of the citizen. In 2019, CSOB has
provided solution for contactless payments for transport tickets in Prague trams.

Awards

On the competitive Czech banking market, the quality of CSOB's products and services was
acknowledged by various awards:

e "Best Bank in the Czech Republic” (Euromoney)

e 'Bank of the Year in the Czech Republic” (The Banker)

« CSOB Private Banking: "Best Private Bank in the Czech Republic” (PWM - The Banker)
e ’'Best Trade Finance Provider in the Czech Republic” (Global Finance)

o CSOB and the KBC: "Best Distributor and Best Performance” in the area of structured
funds (European Structured Products & Derivatives Awards)

For a full list of awards won by the CSOB group, please go to www.csob.cz.

The Board of Directors’ Assessment of 2019 and Expectations for 2020

The CSOB group delivered outstanding performance on the stable Czech banking market.

The banking sector remained generally stable, well-capitalized, liquid and profitable in 2019. Its
resilience was confirmed by results of stress tests conducted by the Czech National Bank.

Following the previous year's strong performance, the Czech economy grew at a slower rate
in 2019. It suffered the adverse impact in particular of the slowdown in German growth and the
general decline in industrial production. The labour market continued to tighten, as reflected
in the low unemployment rate and accelerating wage growth. Residential property prices rose
further in 2019.

Benign economic conditions benefited loan performance and kept the cost of risk low. The
- volume of bank loans and deposits increased. However, new housing loans were lower than in
2019
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previous years, following a surge in loans in the second half of 2018 after the introduction of the
DTl and DSTI caps.

While on the global front the “low-for-long” scenario of relaxed financing conditions materialised,
the CNB has responded to the higher domestic inflation with one interest rate increase in 2019
and another on in February 2020. At its extraordinary monetary policy meeting in March, the
CNB announced stabilising measures in connection with Covid-19 epidemic and lowered the
two-week repo rate by 50 basis points to 1.75%.

In 2019 CSOB strove to accommodate clients to the greatest possible extent by offering
products and services under a single roof and by moving to the digital environment. By acquiring
Ceskomoravska stavebni spofitelna, CSOB strengthened its leading position on the housing
loan market.

The net profit of CSOB group increased year-on-year. This was thanks to higher net interest
income, net fee and commission income growth, one-off revaluation gain of CZK 2.1 billion
on the already owned 55%-participation in CMSS following the acquisition of the remaining
45% shares, a one-off gain due to the divestiture of CSOB Asset Management, the settlement
of a legacy legal dispute and the impact of CMSS consolidation. These factors outweighed
the impact of the decline in net profit from financial instruments at fair value and the increase
in staff expenses. Growth of mortgages, corporate loans, building savings loans, SME loans,
consumer finance and leasing were the main drivers of the loan portfolio increase. The low
non-performing loans ratio reflected the consistently excellent quality of the loan portfolio. The
volume of deposits grew year-on-year. The volume of assets under management rose thanks to
the growth of mutual and pension funds.

The Board of Directors considered the impact of the Covid-19 outbreak on CSOB group. The
Covid-19 outbreak and global spread is likely to exert downward pressure on CSOB results
for 2020. Business continuity plans and epidemic contingency plans have been activated.
CSOB will be monitoring increased operational risk and keeping a very close eye on the related
macroeconomic impact. The financial markets also appear to be highly sensitive to the risks
relating to the Covid-19. The Board of Directors believes there is uncertainty regarding further
economic developments. We currently treat this outbreak as a non-adjusting post balance sheet
event, which as of the date of this report does not create a significant uncertainty of the going
concern assumption. The disclosures in the financial statements are considered as sufficient.

Strategy of the CSOB Group and its Business Model

The CSOB group aims to become the reference in banking and insurance through putting client
in the centre and achieving sustainable growth, driven by the PEARL culture.

The CSOB group is one of the three largest financial services groups in the Czech Republic and
the market leader in mortgages, building savings and private banking. CSOB group serves its
clients through multiple brands and distribution channels. The CSOB group operates a portfolio
of businesses that have a different stage of maturity and market position.

The CSOB group has the ambition to deliver strong and sustainable performance. To reach
this goal, the management continuously evaluates strategic choices and manages the CSOB
group'’s business portfolio. Key resources (human capital, equity, liquidity and IT create capacity)
are allocated to areas of the best fit with this ambition. The CSOB group: (i) cultivates its market
positions, driven by value creation and through-the-cycle portfolio view: (i) makes structural
changes in its business in terms of simplification, innovation, group integration and with respect
to community and nature; (iii) builds capabilities which are critical for future success (including
data science); and (iv) invests into FinTechs and beyond banking services as value creators.
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As a response to both external and internal challenges, and particularly trend of digitalization
and commoditization of traditional banking and insurance products and services, the CSOB
group is transforming the business model to better serve the needs of clients and at the same
time lift the core capabilities to sustain the position over long term. The goal is to build an
environment integrating banking and insurance products and services that will delight clients
with an extraordinary experience:

« Clients will be constantly in the centre of everything the CSOB group does. They will be
empowered to choose the services they need and like and CSOB will be able to help to
solve their life situations;

o Clients will be enabled to interact with the bank through seamlessly integrated
omnichannel;

e Clients will be enabled to arrange maximum number of matters digitally and the
environment will gradually integrate also services beyond the traditional banking and
insurance services and products.

The CSOB group operates according to high ethical standards. Our corporate sustainability and
responsibility focuses on expected needs of the present without compromising expectations
of future generations. Responsible behavior is included in our sustainability concept that is
composed of four areas: longevity, environmental responsibility, entrepreneurship and financial
literacy.

The PEARL culture is the foundation of the CSOB group's business strategy. It is guided by
five imperatives: Performance, Empowerment, Accountability, Responsiveness and Local
embeddedness. Our HR policy is focused on fair reward, diversity, and creation of flexible and
inspiring work environment. The CSOB group also encourage employees to develop ideas as
a team. Although our group is made up of different businesses, all our employees belong to one
big family called Team Blue. Team Blue symbolizes the way we cooperate across KBC group,
encouraging the ‘smart copying’ which, in today's fast-changing digital world, is an exceptional
advantage.
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Financial Results

All financial figures hereinafter were drawn from CSOB's 2019 audited, consolidated financial statements prepared
in accordance with International Financial Reporting Standards as adopted by the European Union (EU IFRS), unless
otherwise stated.

Financial Ratios

2019 2018 Y/Y change

(%) (%) (pp)

Return on average equity (ROAE) 20.7 175 3.2
Return on average assets (ROAA) 1.20 1.07 0.13
Net interest margin 3.02 3.07 (0.05)
Cost / income ratio 449 479 (3.0)
Credit cost ratio 0.04 0.03 0.01

31.12.2019  31.12.2018 Y/Y change

(%) (%) (pp)
Loan-to-deposit ratio 794 76.3 31
Capital adequacy ratio 19.2 180 12
Leverage ratio 4.04 4.26 (0.22)
Net stable funding ratio 161.5 1614 0.1

Note: pp = percentage point
Capital adequacy ratio, leverage ratio and Net stable funding ratio according to CRR rules.

Values for 2019 were influenced by one-off transactions (acquisition of remaining 45% share in CMSS and sale of share
in CSOB Asset Management) or by KBC Bank initiative to centralize CSOB's trading activities to the Central European
Financial Markets.

For definitions and glossary of financial ratios please refer to the end of the Report of the Board of Directors.
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Consolidated Statement of Income

(CZKm) 2019 2018 Y/Y change
(%)
Interest income calculated using the effective interest rate 45,693 33,069 38.2
method
Other similar income 1,127 695 62.2
Interest expense calculated using the effective interest rate (12,781) (6,620) 931
method
Other similar expense (2,035) (1,128) 804
Net interest income 32,004 26,016 23.0
Fee and commission income 12,374 11,427 8.3
Fee and commission expense (3,856) (3,405) 13.2
Net fee and commission income 8,518 8,022 6.2
Dividend income 12 10 20.0
Net gains / (losses) from financial instruments at fair value (2,213) 1,850 (219.6)

through profit or loss and foreign exchange

Net realised gains on financial instruments at fair value through 1 - n/a
other comprehensive income

Income from operating lease 2,620 2,708 (3.2)
Expense from operating lease (2,467) (2,624) (6.0)
Other net income 3,929 1,120 250.8
Operating income 42,404 37,102 143
Staff expenses (9,333) (8,709) 72
General administrative expenses (7445) (7,605) 2.1
Depreciation and amortisation (2,256) (1,455) 55.1
Operating expenses (19,034) (17,769) 71
Impairment losses (403) (983) (59.0)

on financial assets at amortised cost and at fair value (313) (212) 476

through other comprehensive income (OCl)

on other financial and non-financial assets (90) (771) (88.3)
Share of profit of associates and joint ventures 218 581 (62.5)
Profit before tax 23,185 18,931 22.5
Income tax expense (3.494) (3.174) 10.1
Profit for the year 19,691 15,757 25.0

Attributable to:

Owners of the parent 19,691 15,757 250

Non-controlling interests = - n/a
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Discussion of the Statement of Income Main Items

With a 75% share, the net interest income (NII) is the largest part of the operating income. The
CSOB group's NIl increased year on year (+23.0%) driven by NIl from deposits, other NIl and
the impact of new consolidation of CMSS, while NIl from loans decreased. Adjusted for the
impact of CMSS consolidation, NIl would increase +17.5% Y/Y. The net interest margin (NIM)
decreased to 3.02% in 2019 from 3.07% in 2018, due to ongoing pressure on both lending and
deposit margins.

Net interest income by reported segments

7%

Total Retail

Relationship services

CZK 32,004 m

Financial markets

18% - .
Specialised banking

Group Centre

32%

The net fee and commission income (NFCI) represented 20% of operating income. In 2019,
NFCI increased +6.2% year on year driven by the impact of new consolidation of CMSS and
USetfeno.cz, higher asset management fees, higher account fees, lower distribution fees,
despite lower fees on payments. Adjusted for the impact of CMSS consolidation, NFCI would
increase +1.1% year on year.

Allotherincomeitems of the Statement of Income combined represented 4% of 2019 operating
income and declined -38.6% year on year. The decline was driven by a net loss of CZK -2,213m
in financial instruments at fair value through profit or loss in 2019, partly compensated by year
on year higher Other net income. Other net income was supported by a recognized gain of
CZK 2,081m from re-measured previously held equity investment in CMSS at fair value and by
gain on the sale of CSOB Asset Management in 2019 in the amount of CZK 621 m.

Staff expenses represented 49% of the CSOB group's operating expenses in 2019. Staff expenses
increased by 7.2% year on year as a result of wage adjustments, booking of restructuring reserve
and consolidation of CMSS, while lower average number of FTEs had a positive impact. Adjusted
for the impact of CMSS consolidation, staff expenses would increase +3.4% year on year.

Generaladministrative expenses (GAE) contributed 39% to the CSOB grpup's operating expenses
in 2019 and decreased -2.1% year on year. Adjusted for the impact of CMSS consolidation, GAE
would decrease -5.0% year on year.

Information technologies related expenses increased +6.5% year on year and remained the
largest part of GAE (36%). Banking taxes, including deposit insurance premium, Securities Traders
Guarantee Fund and contribution to the Single Resolution Mechanism increased (13% of GAE;
+28.5% year on year). Marketing expenses contributed 11% to total GAE and increased +12.1%
year on year. Rental expenses on land and buildings fell -86.8% year on year, driven by impact of
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new standard IFRS 16 Leases, which requires lessees to recognize most leases in their financial
statements.

Depreciation and amortization increased +55.1% year on year, also impacted by new standard
IFRS 16 Leases.

Impairment losses decreased -59.0% year on year as impairments on other financial and non-
financial assets were lower in 2019 due to revaluation of leased cars (operating leasing) in 2018.
Impairments on financial assets at amortised cost and at fair value through OCl reached -313 m CZK
in 2019 (+47.6% year on year).

As a result of the trends described above, the 2019 net profit attributable to owners of the
parent equaled CZK 19,691 m, which is 25.0% higher than the figure for 2018.

Consolidated Statement of Financial Position

(Excerpt)

2019 2018 Y/Y change
(CZKm) (%)
ASSETS
Financial assets at amortised cost 1,459,211 1,223,433 19.3
Total assets 1,631,067 1,378,038 184
LIABILITIES AND EQUITY
Financial liabilities at amortised cost 1,423,115 1,212,589 174
Total liabilities 1,532,389 1,286,022 19.2
Total equity 98,678 92,016 7.2
Total liabilities and equity 1,631,067 1,378,038 184

Discussion of the Statement of Financial Position ltems

Total consolidated assets of CSOB group increased +184% year on year and pro-forma +7.7%
(pro-forma Consolidated Statement of Financial Positon as of 31 December 2018 restated to full
CMSS consolidation).

Financial assets at amortised cost, the largest item thereof with 89% share, increased +19.3%
year on year and +7.2% pro-forma.

Total consolidated liabilities of CSOB group increased +19.2% year on year and +7.8% pro-
forma. Financial liabilities at amortised cost, the largest item thereof with 93% share, increased
+174% year on year and +5,7% pro-forma.

Total equity increased +7.2% year on year and +4.9% pro-forma

No treasury shares were held by the CSOB group at 31 December 2019 and 2018.

Ceskoslovenska obchodni banka, a. s. | ANNUAL REPORT



Report

of the Board Additional

Companies of Corporate

the CSOB Group ~ Governance Information

of Directors

Regulatory Capital Adequacy

The primary objectives of CSOB's capital management are to ensure that it complies with
externally and internally imposed capital requirements and maintains strong credit ratings and
healthy capital ratios in order to support its business and to maximize shareholder value.

The CSOB group manages its capital structure in the light of changes in economic conditions,
regulatory requirements and the risk characteristics of its activities.

Consolidated Capitalization and Risk Weighted Assets of the CSOB Group

Consolidated, CZKm unless indicated otherwise 2019 2018 Y/IY chan(gg/@i
Total regulatory capital 75,117 69,148 8.6
- (Common Equity) Tier 1 Capital 75,117 69,148 86
— Tier 2 Capital 0 0 n/a
Total risk weighted assets 391,461 383,254 2.1
— Credit risk 321,481 312,054 3.0
- Market risk 633 10,620 (94.0)
— Operational risk 69,347 60,580 14.5
(Common Equity) Tier 1 ratio 19.2% 18.0% 1.2pp
Total capital ratio 19.2% 18.0% 1.2pp

Calculation is based on CRR rules.
End of period regulatory capital (and the respective ratios) reflects retained earnings.
Note: pp = percentage point.

The year on year increase of (Common Equity) Tier 1 capital was due to the increase in retained
earnings, partially compensated by the increase in deductible items (goodwill) due to acquisition
of remaining 45% share in CMSS.

Total RWA increased Y/Y when increase of credit risk (due to full CMSS consolidation) was
compensated by decrease of market risk (due to optimization of market risk positions within
KBC Group). Increase of operational risk was caused by full CMSS consolidation and higher
volumes.

Credit Rating

CSOB has been assigned credit ratings from agencies:

Rating agency Long-term Outlook Short-term

rating Rating
Moody's Investors Service Ltd. ("Moody's") Al Stable P-1
S&P Global Ratings Europe Limited ("S&P") A+ Stable A-1

Both rating agencies were registered according to the Regulation (EC) No. 1060/2009 on credit
rating agencies. While choosing rating agencies, CSOB proceeded according to the obligations
laid down by the article 8d of the described regulation. The market share of each of the
aforementioned rating agencies exceeds 10% on the European Union market.
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In accordance with obligation set in the article 8d of the Regulation on credit rating agencies,
CSOB has considered appointing a rating agency with a market share below 10%. In the final
decision, with regards to the position of CSOB on the Czech market and the market know-how
of the considered rating agencies, CSOB has decided to use the services of the aforementioned
rating agencies.

Business Results

Main Factors Influencing the Financial and Business Results
and the Market Position of the CSOB Group

The CSOB group's business results are affected by a range of economic, political and other
external factors that affect business in the banking and financial sector in general and the CSOB
group's operations in particular.

The Board of Directors believes that the following several factors represent principal drivers for
the development of the CSOB group's business model, results and the market position. These
factors include the development of both Czech and global macroeconomic and monetary
conditions, the development of the financial markets, interest rate environment, changes in
credit risk and general competitive factors in the banking industry. These factors also include the
impact of the regulatory environment and developments in the field of sustainability.

The solid growth of the Czech economy, which expanded opportunities for the banking sector
while contributing to improving its quantitative and qualitative characteristics, was interrupted at
the end of the first quarter of 2020 by the Covid-19 pandemic. Its consequences will influence
the development of the economic environment in which the CSOB Group operates:

e The temporary economic downturn may be associated with a higher need for business
operating financing and possibly a slight temporary deterioration in the quality of loan
portfolios.

e Lower consumer confidence in the economy, associated with a possible rise in
unemployment, may reduce demand for both the consumer and mortgage financing.

» The economic recovery, which seems likely already in the second half of the year,
will bring a further expansion of the space for financing the business sector including
foreign trade.

e Increased volatility on financial markets will be replaced by stabilisation at lower interest
rates.
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Evolution of Key Business Volumes

Loan portfolio (selected business categories) increased to CZK 780.7 bn in 2019. This represent
a 25.0% or 5.3% pro-forma year on year increase (2018 restated to include 100% of CMSS loan
portfolio) driven by growth in most segments.

Outstanding gross amount, selected business categories 2019 2018 Y/Y change
(CZK bn) (%)
Mortgage loans 316.8 3011 52
Building savings loans 1204 - -
Consumer loans 33.8 314 79
Corporate 171.9 157.2 94
SME 90.7 88.1 29
Leasing 409 40.1 2.0
Factoring 6.2 6.7 (7.7)
Loan portfolio 780.7 624.6 25.0

The outstanding amount of mortgages increased +5.2% year on year. The demand was positively
influenced by decreasing interest rates offset by negative impact of increasing real estate prices
and by CNB measures on loan-to-value, debt-to-income and debt service-to-income ratios.
The outstanding amount of building savings loans on pro-forma basis increased +3.2% year
on year. Consumer finance grew +7.9% year on year driven by cash loans thanks to continued
attractiveness of CSOB's product offer for both existing and new clients. Outstanding amount of
corporate loans increased +9.4% year on year due to new drawing in sectors of real estate, ail,
gas & other fuels, and authorities. SME loans increased +2.9% year on year driven by expansion
in core SME lending (micro, small and mid-sized companies). Outstanding amount of Leasing
increased +2.0% year on year thanks to machinery & equipment, partially offset by weaker heavy
transportation. Factoring outstanding amount decreased —7.7% year on year in spite of stable
client base due to lower demand for external financing.

Deposits received from other than credit institutions increased to CZK 957.2 bn. This represents
a 20.8% or 2.9% year on year pro-forma (2018 restated to include 100% of CMSS deposits)
increase. Deposits excluding repo and other deposits increased driven by (on pro-forma basis)
current accounts and term deposits, while savings deposits decreased.

Deposits received from other than credit institutions, 2019 2018 Y/Y change
CZK bn (%)
Current accounts and overnight deposits 558.3 541.3 3.1
Term deposits 496 28.6 73.3
Savings deposits 339.6 212.3 60.0

of which savings deposits excluding building savings deposits 2014 212.3 (5.1

of which building savings deposits 138.2 - -
Repo and other deposits 9.7 104 (6.7)
Total 957.2 792.6 20.8
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Total assets under management increased year on year by 17.6% to CZK 240.6 bn. Mutual funds
and other AM increased due to higher new sales, supported by the positive performance effect. The
volume of savings in pension funds increased driven by higher average pension savings per client.

Assets under management, outstanding volumes, 2019 2018  Y/Y change
CZK bn (%)
Pension funds 58.8 53.6 9.7
Mutual fund and other AM 181.8 150.9 204
Total AUM 240.6 204.5 17.6
Other investment products 458 34.7 32.1
CSOB Group Market Position
In 2019, CSOB gained market share in lending, insurance and mutual funds.
Total Loans? 21.1% 4
Building savings loans ¥ 404% ¥
1St Building savings deposits? 395% ¥
Mortgages? 271% ¥
Total Deposits? 206% ¥
Mutuals funds? 236% 4
m Factoring? 216% ¥
Leasing? 169% ¥
Pension funds ¥ 14.6% 14
m SME/corporate loans? 15.0% 4+
Consumer lending? ¥ 13.0% 1+
Insurance® — combined 81% 4
m Non-life insurance® 8.1% 4
Life insurance® 8.0% ¥

Market shares as of 31 December 2019.
Arrows show Y/Y change.

The ranking is CSOB's estimate. Market position in the insurance reflects combined position of the insurers belonging

to the same business group.

1) Outstanding at the given date (including CMSS).

2) New business in the year to the given date.

3) Number of total clients at the given date.

4) Retail loans excluding mortgages and building savings loans.
5) New business in the year according to gross written premium.
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Segment View

CSOB group has five segments, which are the group's strategic business units: Retail,
Relationship services, Financial markets, Specialised banking and Group Centre.

Total assets and liabilities by reported segments

2%

Total assets

Total liabilities
47% CZK 1,631 bn

CZK 1,532bn

BE Retail

B Relationship services

BN Financial markets

B8 Specialised banking

B Group Centre
Retail

The CSOB Retail segment represented 2% of CSOB's assets and 27% of CSOB's liabilities as
at the 31 December 2019.

Retail clients comprise private individuals and entrepreneurs, except of private banking customers
that are reported as a part of Relationship services. This segment contains customers’ deposits,
consumer loans, overdrafts, payment solutions including payment cards and other transactions
and balances with retail customers. Margin income from operations with retail clients on the
financial market is also allocated to this segment (i.e. a margin from spot operations, hedging
of foreign currency transactions and trading with bonds). Net fee and commission income of
this segment contains payment services, administration of credits, network income, distribution
and other fees.
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Relationship Services

The CSOB Relationship services segment comprised 19% of assets and 27% of liabilities of
the CSOB group as at the 31 December 2019.

The Relationship services segment includes corporate companies with a turnover of greater
than CZK 300 m, SME companies with a turnover of less than CZK 300 m, private banking
customers with financial assets above CZK 10 m, financial and public sector institutions. This
segment contains customers’ deposits, loans, overdrafts, payment solutions including payment
cards, leasing and other transactions and balances with corporate, SME customers and private
banking customers. Margin income from the operations with corporate, SME clients and private
banking clients on the financial market is also allocated to this segment (i.e. a margin from
spot operations, hedging of foreign currency transactions or trading with bonds). Net fee and
commission income of this segment contains payment services, administration of credits,
network income, securities, custody, retail service fees, distribution and other fees.

The CSOB group provides SME and corporate clients with a wide range of financial services,
from traditional account and payment management services and classic forms of investment
and working capital financing, to solutions for managing clients’ foreign currency and interest
rate risks, specialized financing, financing with EU support, acquisition and project financing,
cash pooling and internet-based transactional systems. The range of its products combined
with its distribution network has enabled the CSOB group to become an important service
provider in key product areas, including cash management, acquisition, export and online trade
finance services.

CSOB offers to its business customers Company electronic banking (CEB) e-channel and
provides biometry-based solutions in order to enable business mobility.

CSOB also offers a range of products for institutional clients. This range comprises both regular
banking products tailored to meet the requirements of institutional clients, and specialized
services in the areas of cash management, custody of securities, and fund depository services.

Financial Markets

The CSOB Financial markets segment represented 4% of CSOB group's assets and 7% of its
liabilities as at the 31 December 2019.

This segment contains investment products and services to institutional investors and
intermediaries and fund management activities and trading included in dealing services, mutual
funds and asset management. Net fee and commission income of this segment contains
securities and custody fees and asset management income fees and commissions to agents.

Specialised Banking

The CSOB Specialised banking segment represented 28% of CSOB group's assets and 10%
of its liabilities as at 31 December 2019.

This segment contains mortgages, building savings and building savings loans and pension
funds. Net fee and commission income of this segment contains administration of credits,
collective investment and distribution fees.
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Group Centre

The Group Centre comprised 47% of CSOB group's assets and 29% of its liabilities as at
31 December 2019.

The Group Centre segment consists of positions and results of Asset Liability Management
(ALM), the Group's yield on real equity consisting of an interest charge on capital provided to
subsidiaries which are a part of the Relationship services and Specialised banking segment, the
results of the reinvestment of free equity of CSOB and items not directly attributable to other
segments. Net fee and commission income of this segment contains payment services and
other fees.

Insurance

As at 31 December 2019, CSOB Pojistovna reached a 8.0% market share in life gross written
premium and a 8.1% market share in non-life gross written premium (according to the Czech
Insurance Association's methodology).

CSOB Pojistovna provides its clients with a wide range of insurance products, including single
and regular premium life insurance as well as car (for individuals and corporate clients), house,
accident, travel and industrial insurance. As at 31 December 2019, CSOB Pojistovna had
approximately 1.267 million clients, comprising of individuals and business entities (including
SME's as well as corporates). Insurance