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Structure of presentation

> Introduction to the Czech market —
comparative tables + basic characteristics

> Update on global markets and crisis
impacts on the Czech Economy.

> The crisis and the Czech banking sector




Comparative tables for comparable countries —
Population and GDP
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Comparative tables 2007
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Growth (fall) in shares in financial sector
assets 2001-2007 (in percentage points)
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Foreign-owned bank assets in 2006
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TThe Czech banking sector Is also:

> 56 Cl plus 250 ,single passport” providers
from EU

> 97% of assets controlled by non-residents
(91% by EU)
> 7.5 millions of retail clients accounts, of

which 85% with: electronic servicing (PC
or phone)

Update on globall markets

> Support programmes in place

> Liquidity of banks addressed in first instance,
spreads on wholesale markets declining

> Full size of impact on assets quality, solvency and
capital adequacy still unknown

> Real economy severely suffers, significant losses in
corporate sector: second wave effects on financial
sector

> Eurozone sovereign spreads diverging — financing

needs in connection with the packages, issues of
coordination and absorption capacity

Outleok generally: guite uncertain,yet seme hoepe for
lending actvities (but confidence remains an ISsue)
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Crisis and Czech economy:
resilience first, full impact now

Adverse impacts mitigated until recently by trade and
current account surpluses, a solid fiscal position, bank
sector resilience

However economy wide open (foreign trade to GDP ratio
at around 170%)

Starting by oct/nov 08 data about real economy rapidly.
deteriorate (double digit declines in industry)

Increased volatility of variables, stand still of financial
market, lending squeezed

Czech exports concentrated in heavily cyclical industries
Special concern: high car-intensity of GDP.

Exchange rate developments 2007/2009
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Developments of the repo and markets rates (%)
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Risk aversion in Central Europe:

spreads of govt. bonds denominated in euro,
against German bonds
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CDS of selected EU governments (5Y CDS, bps)
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Czech banks: resilience to crisis
Impact?

Liquidity buffer, about a quarter of assets in the system
highly liquid
Deposits to Loan ratio at 130%

Loan impairment low for time being, but gradually
increases

No currency mismatch (negligible share of foreign
currency leans in household loans)

Negligible share of toxic assets

Solid capitalisation

Thin capital markets

Generic space for growth (low level of bank assets/GDP)

Parent-daughter issue — after privatisation, demestic
banks wereinitially run as independent subsidiaries.
Later they became much more integrated with their
parent banks
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Capital adequacy (%)
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Financial intermediation in 2006
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Spread between interest rate on new loans to firms
and 2W repo rate
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New Loans to Households
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Czech banks: crisis impact,

as seen from the City
> Spillover effects:
» Confidence shaken

« Drying-up of money and bond markets (impact on
pension and money markets funds, insurance sector)

« Significant increase of volatility
> Risk aversion (to the region, by the banks)

> Dramatic deceleration of mortgage as real estate
market cools down

> Liquidity distributed unevenly
> Loan impairments grow as economy decelerates
> Profits down

The banking sector sustained — so far - the effects of
crisis rather well. Hewever the fundamental
guestion is — how: leng will it all |ast
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