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In a surprise move, the Swiss National Bank (SNB) gave up its minimum exchange rate of CHF 
1.20 per EUR today, ending a three-year-old policy designed to shield the economy. SNB still 
considers the CHF high, but thinks that the overvaluation has decreased since. Additionally, it 
lowered the interest rate on sight deposit account balances that exceed a given exemption 
threshold to minus 0.75% from minus 0.25%, it said in a statement today. We have quickly 
screened our universe for its exposure towards Switzerland and the CHF. 
 
Erste Group: Excluding FX mortgages in Hungary, which are covered by the mortgage 
conversion/rate fixing scheme the total CHF loan exposure amounts to EUR 7.5 bn (5.8% of total 
loans, 3.7% of total loans excl. Savings Banks): EUR 4.1 bn Savings Banks (very low bottom-line 
impact given high minority portion), EUR 2.5 bn Erste Bank Österreich, EUR 0.56 bn Erste 
Croatia, EUR 0.25 bn other Austria, ca. EUR 0.1-0.2 bn consumer loans in Hungary. There is no 
open CHF position from the Hungarian mortgage conversion program (the NB delivered EUR, the 
bank already converted the full amount into CHF). We are not much concerned regarding a 
significant weakening of the credit quality of the Austrian CHF mortgage book as the credit rating 
of CHF borrowers should be quite above average.  
 
Komercni Banka has no meaningfull CHF exposure. 
 
OTP: There should be no impact on Hungarian FX mortgages which are already covered by the 
rate fixing scheme as the bank has fully closed its open CHF position concerning the CHF book, 
but the remaining CHF exposure should amount to ca. HUF 326 bn (4.4% of the total loan book) 
based on CHF consumer/car lending exposure in HU of ca. HUF 135 bn, HUF 161 bn in 
Romania and HUF 5 bn FX mortgage exposure in Serbia and HUF 23 bn in Croatia. 
 
Poland:  Despite gradual decline of the share of CHF denominated mortgages in total loan books 
- following almost no new loan CHF mortgage generation since 2010 - the banks are still 
exposed to this type of loans: MIL (39% of total loans), GNB (29%), MBK (26%), PKO (20%), 
BZW (15%) and to les extent PEO (4.5%) while ALR and BHW have marginal or no CHF 
exposure. For the banks with no correspondent CHF funding, mostly GNB, MIL and PKO the one 
can expect pressure on the swaps (higher collaterals, higher spreads) and on deposit collection as 
higher CHF/PLN rate will inflate the respective part of CHF denominated loan book; both factors 
might cause interest margins erosion. On the other hand, MBK has naturally hedged ~57% of its 
CHF loans so here this effect could appear somewhat calmer.  
 
From the asset quality perspective, we do forecasts still upward trend of respective NPL ratios 
(sector data shows NPL ratio of CHF mortgages at 3.1% up from 0.8% in early 2009) in the mid-
term. NPL coverage climbed to 57%, up from ~40% in 03/2010 that might provide some 
cushion. Some banks so far were vocal that there would not expect a big pressure on repayment 
ability of their clients until the CHF/PLN ratio is below 5. We remind that between mid-2008 – 
1Q 2009, the CHF/PLN exchange ratio catapulted relatively much stronger from 2 to 3.13 which 
did not have a dramatic impact from the asset quality perspective on the sector, but rather from 
the funding side. Also to that point of time the FX share was visible higher than current one (23% 
for sector vs. 15% now) and secondly the spreads for FX hedging peaked to 150-200 bps (lack of 
correspondent swap counterparties) vs. current levels of 15-30 bps. 
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CHF exposure 

 
Portion of CHF mortgage loans in total  CHF mortgage NPL ratio 

 

Source: NBP  Source: NBP 

 
CHF Mortgage NPL coverage ratio  CHF mortgage as % of total loans

 

 

Source: NBP  Source: companies 

 
At this stage we have to raise the risk on the whole sector from any potential regulatory/political 
actions into this topic also knowing that 2015 is election year and that different parties might get 
creative on the idea to reduce the FX burden on retail clients. However we are not predicting any 
Hungary like scenario as the starting point is quite different between PL and HU.   
 
The bank that is particularly pressured at the moment is GNB due to its below average 
capitalisation level as the higher CHF/PLN rates will inflate its risk-weighted asset base and 
hence reduce the CT1 by approx. 50 bps to the levels back to 9%. Also it remains uncertain what 
would be the final impact of the AQR on GNB’s result in 2014/1H2015 as the KNF’s findings 
were 100% linked to GNB’s mortgage exposure. Speaking to the bank, from the funding side, 
there should be no big pressure on liquidity given its solid gross L/D of 92%.    
 
Romania: Banca Transilvania (TLV) does not have currently any CHF exposure, but its 
acquisition, Volksbank Romania, had EUR 0.85 bn of CHF denominated loans as of Dec' 2013 
(or around 45% of its loan book). TLV said the acquisition will be completed in 2Q 15. In the new 
TLV, CHF loans will have a weight of around 15% in total loans and 9% in total assets.  
 
Russia: Russian Banks have some CHF bonds outstanding: VTB' CHF 1.55 bn mature in 2015-24 
and Sberbank's two CHF bonds (CHF 660 mn) mature in 2015-17. We estimate the percentage 
level of CHF mortgages at close to zero. 
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Raiffeisen Centrobank´s rating and risk classification system: 
 
Risk ratings: indicators of potential price fluctuations are: low, medium, high. 
Risk ratings take into account volatility. Fundamental criteria might lead to a change in the risk classification. Also, the classification may change over the course of time. 
Investment rating: Investment ratings are based on expected total return within a 12-month period from the date of the initial rating. 
Buy: Buy stocks are expected to have a total return of at least 15% (20% for shares with a high volatility risk) and are the most attractive stocks in our coverage universe on a 12 
month horizon. 
Hold: Hold stocks are expected to deliver a positive total return of up to 15% (20% for shares with a high volatility risk) within a 12-month period. 
Reduce: Reduce stocks are expected to achieve a negative total return up to -10% within a 12-month period. 
Sell: Sell stocks are expected to post a negative total return of more than -10% within a 12-month period. 
Price targets are determined by the fair value derived from a peer group comparison and/or our DCF model. Other fundamental factors (M&A activities, capital markets 
transactions, share buybacks, sector sentiment etc.) are taken into account as well. 
Upon the release of a research paper, investment ratings are determined by the ranges described above. Interim deviations from the above mentioned ranges will not cause a 
change in the recommendation automatically but will become subject to review. 
 
Due to its organisational structure Raiffeisen Centrobank has ensured that any improper influence on the way in which securities services are provided by Raiffeisen Centrobank 
is prevented. 
Raiffeisen Centrobank may have effected an own account transaction in any investment mentioned herein or related investments and or may have a position or holding in such 
investments as a result. Raiffeisen Centrobank may have been, or might be, acting as a manager or co-manager of a public offering of any securities mentioned in this report or 
in any related security. 
Save as otherwise stated, the indicated prices are the last prices as available at 6.30 AM on the business day following the respective indicated date. Indicated prices refer to 
the stock exchange according to the Bloomberg/Reuters code stated. 
This document does not constitute an offer or invitation to subscribe for or purchase any securities and neither this document nor anything contained herein shall form the basis of 
any contract or commitment whatsoever. Raiffeisen Centrobank is regulated by the Austrian Financial Markets Authority. 
 
1. RCB or any affiliated company (individually or together) owns more than 5 % of the issued share capital of the issuer. 
2. The issuer owns more than 5 % of the issued share capital of RCB or an affiliated company 
3. RCB or any affiliated company has significant financial interests in the issuer. 
4. RCB or any affiliated company acts as a market maker (or specialist) or designated sponsor or stabilizing manager of the securities of the issuer. 
5. RCB or an affiliated company was a manager or co-manager of a public offering of securities of the issuer within the last 12 months. 
6. RCB or any affiliated company has agreed to render other investment banking services to the issuer within the last 12 months (incl. the assumption of a payment agent) or 
received compensation for such services within the last 12 months (whereas such disclosure does not cause a breach of confidentiality). 
7. RCB or any affiliated legal person has concluded an agreement with the issuer on providing an investment recommendation. 
8. The analyst owns securities of the issuer analysed by him. 
9. The analyst is on the Supervisory Board/Board of Directors of the issuer analysed by him. 
10. The analyst has received or acquired securities of the issuer before launch of the public offering of such securities. In such a case a PostClearance which indicates date, 
price oft the receipt or purchase has to be done. 
11. The remuneration of the analyst is linked to investment banking services rendered by RCB or an affiliated 
 
For disclosures please see the disclosures section of the document or Disclaimer for US distribution 
 
This report and any recommendation (including any opinion, projection, forecast or estimate) contained herein have been prepared by Raiffeisen Centrobank AG (“Centrobank”) 
or any of its affiliated companies and distributed in the United States by Centrobank´s affiliate, RB International Markets (USA) LLC (hereinafter referred to as „RBIM“), a brokerdealer 
registered with FINRA®. Unless otherwise noted, Centrobank´s analysts are non-US analysts and as such not registered/qualified as research analysts under FINRA/ 
NYSE rules, may not be associated persons of RBIM, and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, 
public appearances, and trading securities held by a research analyst account. The analysts responsible for preparing this report may have received compensation based upon 
various factors, including Centrobank´s total revenues, a portion of which is generated by investment banking activities. 
 
This report including the opinions and estimates contained herein constitutes the current judgment of the author as of the date of this report and is subject to change without 
notice. Centrobank and its affiliated companies and employees have no obligation to update, modify or amend or otherwise notify a recipient of this report if the information or 
recommendation stated herein changes or subsequently becomes inaccurate. The frequency of subsequent reports, if any, remains in the discretion of the author and Centrobank. 
 
Raiffeisen Centrobank´s rating and risk classification system: 
Buy: Buy stocks are expected to have a total return of at least 15% (20% for shares with a high volatility risk) and are the most attractive stocks in our coverage universe on a 
12 month horizon. 
Hold: Hold stocks are expected to deliver a positive total return of up to 15% (20% for shares with a high volatility risk) within a 12-month period. 
Reduce: Reduce stocks are expected to achieve a negative total return up to -10% within a 12-month period. 
Sell: Sell stocks are expected to post a negative total return of more than -10% within a 12-month period. 
Price targets are determined by the fair value derived from a peer group comparison and/or our DCF model. Other fundamental factors (M&A activities, capital markets 
transactions, share buybacks, sector sentiment etc.) are taken into account as well. 
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of Centrobank and RBIM, opinions and estimates are subject to change without notice. 
 
This report is being furnished to you for informational purposes only and does not address the suitability of securities for investment purposes. The report should not be relied on 
as investment advice or as being suitable for any particular circumstances. Investors should consider this report as only a single factor in making their investment decision and, as 
such, this report should not be viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. Investors must make their own 
determination of the appropriateness of an investment in any securities referred to in this report based on the tax or other considerations applicable to such investor and its own 
investment strategy and should seek professional advice, including tax advice. Any comments or statements made herein are those of the author(s) and may differ from views 
held by other parties within Centrobank or its affiliates. 
 
Investment Risks 
Investments in securities generally involve various and numerous risks and may even result in the complete loss of the invested capital. This report does not take into account the 
investment objectives, financial situation or particular needs of any specific client of RBIM. Before making an investment decision on the basis of this report, the recipients of this 
report should consider whether this report or any information contained herein is appropriate or suitable with regard to their own investment needs, objectives and suitability. 
Any recommendation contained in this report may not be suitable for all investors. Past performance of securities and other financial instruments are not indicative of future 
performance. 
 
RBIM can be neither a price guarantor nor an insurer of market conditions. 
This report may discuss numerous securities, some of which may not be qualified for sale in certain states and may therefore not be offered to investors in such states. This 
document should not be construed as providing investment advice. Investing in non-U.S. securities, including ADRs, involves significant risks such as fluctuation of exchange 
rates that may have adverse effects on the value or price of income derived from the security. Securities of some foreign companies may be less liquid and prices more volatile 
than securities of U.S. companies. Securities of non-U.S. issuers may not be registered with or subject to Securities and Exchange Commission reporting requirements; therefore, 
information regarding such issuers may be limited. 
 
This report and the contents therein are the copyright product, and property of, RBIM or Centrobank. It is intended solely for those to whom RBIM directly distributes this report. 
Any reproduction, republication dissemination, and/or other use of this report by any recipient of it, or by any third party, without the express written consent of RBIM, is strictly 
prohibited. RBIM assumes responsibility for content of this research report. U.S. persons receiving the research and wishing to effect any transactions in any security discussed in 
the report should do so through RBIM, and not the issuer of the research. 
 
Centrobank is a stock corporation, incorporated under the laws of the Republic of Austria and registered in the companies register of the commercial court in Vienna, Austria. 
The principal executive office of Centrobank is at Tegetthoffstraße 1, 1010 Vienna, Austria. The shares of Centrobank are not listed on any stock exchange. 
 
Centrobank strives to offer a wide spectrum of services and products associated with stock, derivatives, and equity capital transactions. The services being offered by Centrobank 
include (i) Securities Trading & Sales and Treasury, (ii) Equity Capital Markets, (iii) Private Banking, (iv) Credit Department and (v) Other Departments and Commodity Trading, 
which contain Private Equity and Countertrade departments of Centrobank. U.S. persons receiving the research and wishing to effect any transactions in any security discussed in 
the report should do so through RB International Markets (USA) LLC, and not the issuer of the research. 
 
Centrobank´s research department (non-cash generating unit) covers Austrian and Eastern European companies from the business fields: steel & materials, industry, banking, 
construction and building materials, IT & technology, oil & gas, real estate, telecommunications, utilities and cyclical and defensive consumer sectors. In addition, Centrobank 
covers a range of services to be provided in connection with mergers and acquisitions as well as privatisations. In addition to the core business of Centrobank, its currently 
wholly owned subsidiary, Centrotrade Holding AG, is active in commodities trading. U.S. persons receiving this research report and wishing to effect any transactions in any 
security discussed in this report should do so through RBIM, and not the issuer of this research report. 
 
Responsible Supervisory Authority of Raiffeisen Centrobank AG: 
Financial Market Authority (FMA), Otto-Wagner-Platz 5, 1090 Vienna, Austria 
 
Footnotes 
The following disclosures apply to the security identified in the applicable disclosures section (RB International Markets (USA) LLC is hereinafter being referred to as “RBIM”): 
 
21. RBIM, or an affiliate, has acted as manager, co-manager, or underwriting participant of a public offering for this company in the past twelve (12) months. 
22. RBIM, or an affiliate, has performed investment banking, capital markets, or other comparable services for this company or its officers in the past twelve (12) months. 
23. RBIM, or an affiliate, expects to receive or intends to seek compensation for investment banking services from the subject company in the next three (3) months. 
24. Securities, or derivatives thereof, of this company are owned either directly by the securities analyst or an affiliate, covering the stock, or a member of his/her team, or 
indirectly by the household family members. 
25. An officer, or a household family member of an officer, of RBIM, or an affiliate, is a director or an officer of the company. 
26. RBIM, or an affiliate, beneficially owns 1 % or more of any class of this company(ies) common equity. 
 
For disclosures please see the disclosures section of the document or www.rcb.at 
 
RBIM´s ultimate parent company is Raiffeisen Bank International AG („RBI“) (Vienna Stock Exchange; ticker RBI AV). RBI is a corporate investment bank and domiciled in Austria. 
For 25 years RBI has been operating in Central and Eastern Europe (CEE), where it maintains a network of subsidiary banks, leasing companies and numerous financial service 
providers in currently 17 markets. As a result of its position within Austria and CEE, RBI has an established course of dealing, stretching in some cases over many decades, with 
participants in the following industries: oil & gas, technology, utilities, real estate, telecommunications, financials, basic materials, cyclical and non-cyclical consumers, healthcare 
and industrials. Although RBI or its affiliated entities may have concluded transactions for products or services (including but not limited to investment banking services) with the 
subject company or companies in the past 12 months, no employee of RBI or of its affiliates has the ability to influence the substance of the research reports prepared by the 
research analysts of Centrobank or RBIM. 
RBIM is a broker-dealer registered with the SEC, FINRA and SIPC. 
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