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I. THE HUNGARIAN BANKING SECTOR IN 2008

Operations in the banking sector in 2008 were érfeed by two major factors: the
increasingly difficult availability of external fuls, felt from the beginning of the year and
impacts of the financial crisis appearing from 8ne quarter of the year significantly narrowed
the sector's room for manoeuvre. The lack of cemii@ became general, and due to the
ensuing difficulties in the availability of extednfands (in terms of both size and maturities),
risks, and therefore, risk surcharges increaseufgigntly. The impacts of the financial crisis
on the real economy were reflected in the detetimraof the quality of portfolios, decline in
profitability and, particularly, a high exchangeeraolatility: the continuous weakening of the
domestic currency in the 4th quarter of the yeasegoserious balance sheet management
challenges for all banks.

Another effect, felt throughout the year, was thmpact of regulatory efforts and measures
aimed at enforcing - sometimes excessive and mistoed - consumer protection aspects in
retail banking. It should be clearly seen: consupretection issues are becoming increasingly
important in EU legislation (vide the Consumer Grdirective, the MasterCard and VISA
interchange fee proceedings, etc.). These weredadlneby Hungarian government and
authority initiatives (such as the Varhegyi Commijte

Mitigating the adverse affects of the global fin@hcrisis, preparing and promoting common
actions and developing proposals for reasonabfeeglilatory and legislative measures were
key priorities in the Associations operations 920

The banking sector's performance in 2008 can be sumarised as follows:

Overall the sector saw a successful year in 20a8yth figures were satisfactory. Although

declining, profitability was also satisfactory, ass the portfolio quality and capitalisation.

The trends, however, warn that there are somefgigni points of tension.

The last year increasingly revealed tensions irsdator's balance sheet structure:

Currency structure of assets and liabilities ofdsamperating as joint stock companies (%)

2001 | 2002 2003 2004 2005 2006 2007 2008
Preliminary

Foreign currency 24 27 28 27 32 36 39 42
liabilities to total
liabilities
Foreign currency 29.9 32.3 33.6 38.4 43.0 49.3 54.0
assets to total
assets

Source: Hungarian Financial Supervisory Authority

Loans-to-deposits ratio
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The deterioration in the currency structure is aseguence of the low savings propensity and
the fact that growth in the past years was maiohjeved through foreign fundraising. This is
reflected in the continuous deterioration of thene-to-deposits ratio.

Aggregate total assets in the banking sector gre®108% over the previous year, the same
rate as in 2007. However, given that exchange flattuations significantly influence total
assets in the sector, the exchange rate adjustedigwas 2.5% lower: 19.3%.

Total assets grew especially rapidly in October &0&flecting a rapid increase in both
corporate and retail loans. This growth could rotkplained by seasonality: it was probably
the financial market anomalies beginning to shovDatober 8 that prompted customers to use

their credit lines.
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Figures reveal that total assets in the bankingpsetecreased significantly in nominal terms
from October, with the exchange rate adjusted &igushowing an even greater decrease.



Accordingly, total assets in the sector as of the @f the year were HUF 500 billion less than

at the end of September. The decrease - for theeligimg - was not in the retail lending market
but in the corporate and other markets, such a8rthecial firms markets. At the same time, it

was only for exchange rate fluctuations that thefplios remained stagnant, mainly as a result
of the change in the value of CHF mortgage loaasitgd for any purpose. Adjusted figures
show a decrease even in the retail market in gtewab months of the year.

HUF lending activity increased slightly, howevdrgtshare of foreign currency loans is still

high. Foreign currency loans are still availablthaugh loans in CHF have been replaced with
EUR loans. Although there is a perceived intentiothe market - and particularly in the retalil

market - to increase the share of HUF lending, Hhifrowings have not increased

substantially for the time being. Fundraising ie thternational financial markets continues to
be difficult. This situation just underlines theportance of banks' liquidity management.
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Retail banking market

Loans

Retail loans increased by 31% in 2008, growing onlctober by nearly HUF 800 billion,
several times the average monthly growth rate. i§oreurrency loans grew significantly in
2008, although here, one should take into accdunsignificant devaluation of the HUF at the
end of the year. Loans in CHF fell to a fractiortlodir previous level in December, while loans
in EUR started to increase, although at a slowee pa

The share of foreign currency loans in total rel@dns continued to grow at a pace of more
than 50%, while the stock of HUF loans continuedécrease slowly. Analysing the trends, it
seems that despite increased costs, foreign cyrk@rcowings continue to be attractive due to
the high HUF interest rates.

There was no major change in the structure of tendmortgage loans continue to have a
major share in total loans. Residential mortgagedoand mortgage loans granted for any
purpose grew at a rate similar to that of retahie.



Deposits

The rate of increase in deposits from householdsiraeed to be significantly lower than the

increase in corporate deposits. However, due teesstul promotions, the stock of retail

deposits, and especially short-term deposits, maarmgby more than HUF 500 billion by the

end of the year. This growth primarily resulted nfranvestment unit redemptions. An

increasing price sensitivity in retail savings amdshift in the deposit portfolio structure is

reflected in the decrease in current account saysigifting into short-term deposits. Based on
these trends, banks should anticipate a graduasireg of retail funds.

The rate of increase in deposits in 2008 was Issl than one third of the rate of increase in
loans. Accordingly, the banking sector's demanddign funds continued to rise.

Corporate banking market
Loans

The rate of increase in corporate loans continoesldw in 2008, to 10% on an annual basis.
As was the case with retail loans, the stock oporate loans grew substantially in October.
The corporate loans portfolio decreased in the tlast months of the year due to financing
difficulties and banks' more cautious lending pplicie to the financial crisis.

Although the stock of SME loans grew by 2% in 20& number of customers fell in the 4th
quarter relative to the 3rd quarter, as did theray® loan amount (except for medium-sized
enterprises). The decrease primarily affected tloeonenterprises sector in terms of number of
borrowers (by more than 5000 customers) and thaumedized enterprises sector in terms of
share of borrowers (-11%). By the end of tHeg#iarter, the SME loans portfolio of one of the
leading banks in SME lending fell by 40% over agrguarter alone.

68% of all loans to SMEs were short-term loans.sTimeans that in the current economic
downturn, business continue to face substantigs iiis renewing their borrowings.

With the restrictions introduced by banks in lemdin SMEs and large corporate customers in
the wake of the economic downturn, no substantiaieiase is expected in corporate lending in
short-term. In terms of sectors, lending to thexgpert and real estate development sectors
decreased substantially. However, there may wellabearrangement of positions in the
corporate banking market, this may stimulate cafelending.



8. Increase in Corporate Loans
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Portfolio quality

Based on audited figures, the share of problemslddoubtful and bad debt§) in total retail

loans decreased from 2.3% in 2007 to 1.9% in 2008e continuous increase’in retail loans
distorts the portfolio quality, given that problerases only arise at a later point in time, when
the portfolio (that is: the projection base) hasvgr further.

Anyhow, the decline in household incomes, in thekevaf the economic downturn,
(unemployment) and the weakening of the forint @2 project deterioration in the retail loan
portfolio quality.

The corporate loans portfolio deteriorated sigatfity over a year. The share of problem loans
(doubtful and bad debts) in total corporate loaastioues to be higher than in the retail-
lending sector, growing from 3.3% in 2007 to 4.192008.

Profitability

Given that profits in the banking sector are sigaiitly influenced by impairments on assets,
a final assessment of the sector's profitabilitg@®8 can only be given once audited figures
are available.

According to preliminary figures, aggregate prafiter tax in the sector was HUF 303 billion
in 2008, around HUF 21.5 billion or 7% lower than4007. The banking sector has seen a
decline in profitability for the second consecutiyear now, and this trend is expected to
continue in the light of the economic downturn. Tdexline in profitability is reflected in the
sector's ROA and ROE figures. Aggregate ROA and ROtEe sector declined from 1.44%
and 17.5%, respectively, in the first half of treayto 1.13% and 14.1% at the end of the year.
The decrease in profitability net of one-off efleatas even greater.



11. Breakdown of ROA in the Banking Sector
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Looking at the structure of ROA, the decline in méérest margin (the net interest margin was
1 percentage point lower than two years ago) plagemhajor role in the deterioration of
profitability. Net interest margin over total assdell from 3.1% in 2007 to 2.7% in 2008.
Commissions over total assets declined, profit fforancial operations basically fell to zero.
This decrease was somewhat offset by the decreaserhead costs over total assets to below
2%, as a result of cost-saving measures.

The evolution of retail interest margins reflectsh@nge in borrowing preference at the end of
the year, as the effect of the increase in fundingts appeared in pricing already at the
beginning of the year. After a temporary rise, Hidterest rates fell, while foreign currency
interest rates rose at the end of the year. Howekierrise in HUF deposit rates projects a
further deterioration in profitability in 2009.
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Corporate interest margins followed the same trandetail interest margins. Borrowing in

HUF became less expensive; borrowing in foreigmmenay became more expensive, foreign
currency loans were provided at the same surchesdgdUF loans at the end of the year. As
reflected in figures of the portfolio, this did ndiscourage companies, which continued to
prefer borrowing in foreign currency. A reason fois may be that while the Hungarian base
interest rate rose, the euro and Swiss franc keyast rates fell.

13. Changes in corporate margins
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Capital adequacy ratio

Capitalisation in the banking sector was stable2®@8. According to preliminary figures,

aggregate capital adequacy ratio in the sectorifgigntly exceeded the statutory minimum
requirement.

Capital adequacy ratio

(%)
2003 2004 2005 2006 2007 2008
preliminary
Commercial 11.48 11.93 11.08 10.68 11.01 11.06
banks
Co-operative 15.13 15.82 15.42 15.22 15.69 13.65
banks
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Il. PROFESSIONAL ISSUES, LEGISLATION

1. Measures related to the financial crisis

Realising the difficulties in meeting the financingeds of the budget, the Hungarian
government turned to the IMF and the European Ufoorinancial support in October 2008.
Upon its request for support, Hungary received EL2E5 billion from the IMF, 1 billion from
the World Bank and EUR 6.5 billion from the Europgaommission (EUR 20 billion in total)

in stand-by loans for a term of 17 months, expiim$larch 2010. In the programme related to
the loans, the Hungarian government committed tbngugovernment expenditures by 2% of
the GDP, helping households with foreign currerm@nk, adopting a package to strengthen the
stability of banks, introducing a positive credégistry for households and strengthening
regulation and supervision of the financial sector.

In parallel with this, the European Central Bankdmavailable a EUR 5 billion swap line to
the MNB.

1.1 Act on strengthening the stability of the finamial intermediary system

The Financial Stabilisation Act was adopted by iBarént on December 15, 2008. Pursuant to
this Act, in order to strengthen the stability dfetfinancial intermediary system, the
government may provide debt guarantees to banksarehse capital in banks.

The Act applies to banks subject to the Credititimsbns Act (Act CXIl of 1996), excluding
banks operating as branch offices.

A debt guaranteemay be provided upon the request of a bank subject to meetingicert
conditions and subject to the joint recommendadibtihe Chairman of the Supervisory Council
of the Hungarian Financial Supervisory Authoritydathe Governor of the MNBThe
guarantee scheme is availafde obligations incurred between the effective datef the Act

and the end of 2009 denominated in Euros, Swiss francs or forints egphyable in the
currency in which the obligation is denominatede Hggregate amount of guarantees available
under the scheme is HUF 1,500 billion, including HW,050 billion for debts maturing
between a minimum of 3 months and a maximum of &syand HUF 450 billion for debts
maturing between a minimum of 3 months and a mamimti5 years.

A capital increasein a bank may be carried out upon the requesbisaent of the bank, subject
to the joint recommendation of the Chairman of Swgervisory Council of the Hungarian
Financial Supervisory Authority and the Governotleg MNB. In certain cases specified in the
Act, the government may increase a bank's capitaiffécio, without the bank's consent. The
government until March 31, 2009 should decide gitahincreases. The first such decision was
made on the last day of this deadline: the FHB gay¢ Bank received HUF 30 billion in
capital increase against preference shares. (Thrangamendment to the Act, the deadline was
extended until December 31, 2009).

If the government establishes, in a government edgcthat a bank is in trouble and the
insolvency of the bank would seriously harm theeysof financial intermediaries in Hungary,

then, during the validity of the decree, the gowsent will have the exclusive right to decide on
all matters falling under the competence of theegainmeeting of the bank (i.e., to exercise all
shareholders' rights). The government until Decenfie 2009 may issue such a decree.
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Decisions adopted by the government acting incéqgacity of the general meeting should be
communicated without delay in writing to the bardésior officers and supervisory board.

An amendment to the Act on Public Finances, adopteMarch 2009, haswthorised the
government to acquire from its liquid fundsponds issued by the MNB and to provide loans
to banks based in Hungary subject to the recommendation of the GovernahefMNB and
the Chairman of the Supervisory Council of the Human Financial Supervisory Authority

1.2 Raising the deposit guarantee limit

To mitigate the adverse effects of the financiasisrand to strengthen confidence in the
banking system, Parliament amended the provisibtiseoCredit Institutions Act (Act CXII of
1996) regulating operations of the National Depésturance Fund. In line with the relevant
amendment to the EU Directive on Deposit Guarastelgemes, the deposit guarantee limit
was increased from HUF 6 million to HUF 13 milliand the co-insurance requirement
abolished effective from October 15, 2008. Parliahgeclared that to ensure the safety of
deposits, the government would guarantee the portib savings exceeding the level of
coverage provided by the National Deposit Insurdnaod.

An amendment to the Credit Institutions Act is nogress to raise the deposit guarantee limit
to HUF 15 billion and reduce the payout delay toA20king days.

1.3 Changes in central bank instruments

In view of the difficulties in foreign fundraisingnd lack of market liquidity, the Association's
Board turned to the Governor of the MNB, requestimg MNB to take measures to improve
the lending capacity of banks. The MNB took impotteneasures to ensure smooth operation
of the government securities market and to impiapédity in the market even before receipt
of this letter: it concluded agreements with thermary Dealers of government securities, made
purchases in the OTC markets, introduced two-weeksix-month HUF loan instruments and
lowered the mandatory reserve rate from 5 per t®r& per cent. Also, from the middle of
October it made available an overnight EUR/HUF & facility to bridge liquidity
shortages in euro.

Upon the Board's letter, top-level consultationsenstarted to promote fundraising by banks.
Based on these consultations, the MNB has invitednenth EUR/HUF FX-swap tenders to

provide for euro liquidity from March 2. For ingtttons seeking to use this facility, the MNB

will set individual swap limits, not to exceed EURbillion in aggregate. Participant banks
must commit to increase, or maintain at the end3260el their stocks of corporate loans and
to increase their net foreign liabilities by them& amount as their swap limits. (Banks
disagreed with this condition during the consuttas). From March 9, the MNB has also
invited three-month EUR/HUF FX-swap tenders, witimaimum implied euro interest rate

and a maximum quantity. Under an agreement betweeiswiss central bank and the MNB,

one-week EUR/CHF FX-swap tenders have been madelaeafrom February. Bids are to be

submitted on the first trading day of each weelscAthe MNB extended the scope of central
bank eligible securities to include municipalitynols with good ratings.
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1.4 Helping households with foreign currency loans

11 leading banks in foreign currency lending sigae8tatement, committing themselves to
trying to mitigate, through specified measures, ibheden on households caused by exchange
rate fluctuations and the ensuing temporary ine@ashe repayment amounts.

At the request of and in agreement with the custpbenks will seek to find the best solutions
within the constraints of their rules, businessige$ and daily business practices. The
available options continue to include the extensddmaturity, the conversion of loans into
domestic currency, the temporary easing of repaysnam a case-by-case basis, and flexibility
on early repayments. At the request of the MinigifyFinance, the Hungarian Financial
Supervisory Authority checked on the applicationtioé Statement. It was established that
banks do abide by their commitments, although tlseich measures have been rarely taken
thus far, given the low number of such requests.

1.5 Accounting rules - special delivery repo

The general uncertainty in the international finahenvironment, the impacts of the financial
turmoil had been felt in Hungarian government basglies by the beginning of October:
demand for Hungarian government bonds had pralstidedappeared. To stimulate liquidity,

the government amended the provisions of the Gowvent Decree on accounting rules for
credit institutions, improving the rules for accting for delivery repo transactions (as has
been requested by the banking community for 4 yedise new accounting rule, applied to
what is called special delivery repo transacti@nsaw more aligned with the IRFS.

Previously, compliance with both the Hungarian ameérnational accounting standards was
ensured through double bookkeeping and manual ddeaping. This was unmanageable for
mass products. According to specialists, the voleiiansactions and liquidity generated in

the securities market was lower than what couléxpected based on the volume of securities
in the market and the Hungarian rules were hindethie optimum management of the liquidity

of the budget.

Pursuant to the new rule in effect from October 2@)8, "special” delivery repo transactions
are now accounted for as loans (not sale), withréh®vant securities remaining in the books.
The banking industry welcomed this step aimed awvemence to the IFRS. Market turnover
picked up after issue of the new regulation andatijastment of IT systems to replace manual
record keeping commenced.

1.6 Bailout for unemployed home-loan debtors

The government, in consultation with banks, draf@dAct to help home-loan debtors who
have lost their jobs due to the financial crisisrdaant to the new law, the customer will have
to pay a minimal monthly repayment (around HUF ©0)Qoer month for a period of two years
and the government will provide a guarantee for dhestanding debt. Although banks will
receive less in repayments, but they will not havéear about mass defaults and the loss of
value of collaterals due to oversupply.

During the consultation we achieved that through uke of a bridging loan, the facility will
also be workable for combined loans (home loans booed with building society and
insurance products), that is: the guarantee wplyafo these products, as well, and banks will
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be free to decide on whether and under what caemditto make available this facility to a
particular customer.
The Act was adopted by Parliament in March 2009.

1.7 Amendments to certain laws affecting the supeision of the financial intermediary
system

The Competition Office conducted an investigation2007-2008 on switching banks for
certain retail and small-enterprise products. Thkewvant draft report formulated several
proposals in relation to the issues of switchingksa APR, unilateral contact amendments and
other issues. The Competition Office invited a edt@ion on December 18, 2008 to review
the conclusions of the draft report. At the coratidh, we presented our comment and the head
of the Association's competent working group handedr to the Competition Office the
Association's Board's Draft Recommendation for fag exercise of the right to make
unilateral contract amendments. Soon after the ultat®on, still before the 2-month winter
legislative break, on December 23, 2008 the govemmwithout prior professional
consultations, submitted to Parliament the draft tm amendments to certain laws affecting
the supervision of the financial intermediary sgsteaddressing, inter alia, the issue of
unilateral contract amendments.

In view of the above, we turned to the Prime Migisind the Minister of Finance in a letter,

challenging this procedure as well as the contehthe proposed legislation. As a result, the
consultations on the professional aspects of th& thw were held while the parliamentary

debate of the draft law, presented to Parliamedeunirgency, was already in process. The
Act, adopted and promulgated under urgency, need®ations in several points. We are

making continuous efforts to achieve these comesti

1.8 Draft law on central credit information system

The drafting of the proposed legislation on centnadit information system continued in
September at the Ministry of Justice. (The settipgof a central credit information system is
also included in the government's commitments t© kWF). The Association provided
wording proposals to make certain provisions ofgh@posal more specific and drew attention
to concerns regarding the complexity of the syséemh the weakening of the reliability of the
system due to the principle of voluntariness. latren to the initial uploading of the system,
banks challenged the prescribed method, deadlidecasts involved in the initial upload and
objected to tying the upload to the customer's entyggiven the uncertainty in obtaining such
consents and given the fact that the customer ke his consent at any time. Based on the
government's professional policy meeting and thened's decision, the drafting process was
accelerated and the government on October 22 atitipgeproposal.

The draft law provides a compromise solution fag #@ntry of customer data into the system
and retrieval of customer data from the system.rdonognising the customer's private
information rights, the draft law makes the entfycontractual data into the system subject to
the customer's consent. Although the draft law (Ni6668) has been included in the

Parliament's agenda since October 20, 2008; thergledebate has not commenced yet. After
broad consultations, the Association provided samneial amendment proposals to the
proposed legislation. The proposals were agreett waitd supported by the Ministry of

Finance.
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2. Other regulatory changes and proposals

2.1 Amendments to certain laws affecting financiaservices

The law package on amendments to certain lawstaféeinancial services is aimed at the
transposition into Hungarian legislation of EU [iige 2007/44/EC on procedural rules and
evaluation criteria for the prudential assessmémicquisitions and increase of holdings in the
financial sector. It contains amendments to thali€tastitutions Act, the Capital Markets Act,
the Investment Services Act and the Insurance Abe Association submitted wording
proposals to make certain provisions of the drafé more specific. Some of our proposals
were accepted. The draft law was presented toaPaht under No. T/6574, and was accepted
by the Act on CIII of 2008.

2.2 Customer-friendly change in the Government Deee on Home Subsidies

Based on customer complaints in the media, the tiniof Local Governments proposed an
amendment to the Government Decree on Home Subsidigsstomers complained about the
fact that although the birth of a child was registein the government's central database, the
government required the customer to also repastfeat through the bank advancing the home
subsidy, failing which the customer faced finan@ahctions, to be - again - enforced by the
bank.

The government developed a technique to link tha ohathe two databases, thus relieving the
customer from the obligation to report the birthtlie bank. However, before linking the data,
the customers' consent should be obtained forgtataction reasons.

Banks suggested that a standard letter, includisiguadard privacy statement form be drafted,
to be used by all banks for notifying customerstioe change. The Ministry accepted the
proposal. Government notifications to customersewsant out in a standard format after due
coordination with the Association. At the same tirttee Ministry rejected the Association's

proposal that penalties already paid be directtifeseby the government with the customers
(through the Hungarian State Treasury), to relieaeks from this burden.

In connection with home loans, tis¢ate Audit Office requested the Association's assistance
in managinghe investigations affecting banks within the framevork of its assessment of
the system of housing subsidies-irst, we solicited member banks' opinion on $iteéte Audit
Office's proposed data request. Then, a consuitaticthe Association's comments made based
on the inputs received was organised with the Shaidit Office and banks involved. As a
result of this consultation, we achieved that ttendatory reporting requirement only apply to
subsidised loans and most data that would reqamgdr search and could only be produced
manually are omitted.

2.3 Consumer Protection Act

The Ministry of Employment and Social Affairs subtted the proposal for amendments to the
Consumer Protection Act and related laws to adrmatise review in March. The draft law
included provisions related to consumer informagtioomplaint handling, customer service,
reconciliatory bodies, and enforcement of publiteiiest claims, authority inspections and
regulations on fines.
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The Ministry only consulted with NGOs and some ¢ra$sociations, without involving the
financial industry. Notwithstanding, we submittedr aomments to the Ministry, to both the
old and the new Minister. We also approached withasnendment proposals the Parliament's
Consumer Protection Sub-Committee and leaders eoptiiliamentary groups and presented
our views at a consultation held for NGOs by theevChair of the Consumer Protection Sub-
Committee. Also, we discussed our position with #esociation of Hungarian Insurance
Companies and other trade and services associations

It is a generally shared view that the proposedlagon disregards the specifics of financial
services, the customer protection provisions oftsat laws, and mechanically applies
commercial consumer protection rules to finanagaVgEes, which raises serious queries.

Also related to this issue: thd-Hoc Parliamentary Committee on Consumer Protecthn
held a meeting on June 18, 2008. An agenda itetheomeeting was banks' lending practices
and consumer protection issues related to retaikihg services. Issues addressed at the
meeting included the activities of loan intermewisy illegal lending, unilateral contract
amendments, abuse of market power and the promatiorfinancial literacy. In its
contributions, the Association gave detailed comisien the issues discussed. Members of the
Ad-Hoc Parliamentary Committee said they wouldiaté regulatory amendments in certain
issues affecting retail banking services and lihiefcompetent Ministers on the conclusions of
the meeting.

2.4. Regulation of credit brokers

The Association initiated with the Ministry of Fimee that the legal status and activities of
credit brokers should be regulated in more detailein Act. The enhancing of regulations on
insurance and credit brokers is also included engbvernment's commitments to the IMF.

The banking community and other market players waveed serious complaints regarding the
activities of credit brokers in recent months aatlecl for a more detailed and more stringent
regulation. The current regulation does not prowaggropriate guarantee requirements for
proper credit broker operations and allows credikers to manipulate the market and avoid
control. Credit broker operations have not beeremienough attention in the Hungarian
Financial Supervisory Authority's inspection opinas lately. We proposed to the Ministry of

Finance that the Credit Institutions Act be amenttedegulate all types of agency and credit
brokerage activities, and thus to provide for cless in the market.

2.5. New Civil Code

The Ministry of Justice held several consultations2008 with the participation of the

competent Ministries and professional associationsthe chapters on financial and credit
relations and insurance. The Association submitietdiled text proposals for these chapters.
Also, we made proposals in relation to issues edlab the definition of pledge, irregular

pledge, the calculation of deadlines, the reductérstipulated interest, general terms and
conditions, and guarantee rules. Several confeseweee also held on the proposed new Civil
Code. Representatives of the Association attendddjave presentations at these conferences.

In relation to the new Civil Code, the Associatgeubmitted to the Justice Ministry proposals
for amendments to the Credit Institutions Act, tbentral Bank Act, the Act on Building
Societies, the Act on Mortgage Banks, the Bankmupict, the Act on Capital Markets,
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payments regulations and the regulations on lagtess, with detailed explanations for the
amendments proposed. We pointed out the needdositional provisions to harmonise the
rules for interest calculation, collaterals and te&vant provisions of the Act on Judicial
Distraint and lien regulations.

2.6. Personal bankruptcy

The Ministry conducted a review of the Justice Miny’s discussion paper titled ,Proposals
for Legislation on the Re-Scheduling of Personab®eand Rules for their Repayment” in
December. In our comments we submitted that antlgstcurrent financial and economic
recession, citizens might tend to interpret persbaakruptcy as a sort of loan amnesty or
debtor consolidation: this would not serve the atiooal objectives of the institution of

personal bankruptcy. Not questioning the legitimatyhis legal institution, we believe that

the institution of personal bankruptcy can onlyfifuts role if it is accompanied by active

employment and social policy measures.

In our view, the institution of personal bankruptoyy only be introduced in Hungary after
recovery from the current economic crisis and ateomprehensive credit information system
is put in place. (This latter condition is basedooimciple and practical reasons).

The concept of the proposed legislation was chasgedtantially. It was extended in scope to
include in the debt rescheduling and repaymentguoe not only those, who have the assets
and regular income to be able to meet (at leadtypdheir debt services, but basically all
debtors. Another important change was in the prowigelieving the debtor from his remaining
debts. The initial concept was only limited to diefefrom public dues.Under the new
concept, all financial consequences of relieving ¢hdebtor from his remaining debts
would have to be borne by the creditor. This is uneceptable for banks

The entire concept should be presented and interptegether with the Social Act. It should
be clarified, where the support role of the sta¢s lnd what burdens market players are
expected to bear.

3. Self regulation - Association recommendations tstrengthen confidence in the financial
system

3.1 Annual Percentage Rate (APR)

The Association's Board, in agreement with the Btmgi of Finance and the Hungarian
Financial Supervisory Authority published a Recomdsion under No. 1/2008. The
Recommendation was aimed at removing misinterpietABR indices from advertisements
and thus, improving product comparability. The ps@mns on annual percentage yield on
deposits (APY) and annual percentage return on riéiesu were also complemented.
Provisions were also added to regulate the useashqtion interest rates for these products
and the treatment of APY for combined depositslauittling society savings.

3.2 Code of Ethics

The Association's 2008 General Meeting adoptedwa®@ede of Ethics. Values set out by the
new Code include the equal treatment of custonsatsing terms and conditions mindful of
reasonable business interests of the customemblkeliinformation, ethical advertising,



18

customer-focused administration, effective andesystic handling of customer complaints,
cooperation between members through self-regulatonl voluntary compliance, safe
workplaces and professional development.

Any breach of norms adopted through self-regulatdhbe considered as a breach of ethics
and may be sanctioned by public disclosure orhendvent of a gravely serious breach, by
termination of membership.

3.3 Code for unilateral contract amendments

A working paper on the fair exercise of the rightunilaterally amend contacts was compiled.
The Association reviewed the proposal at a joimscdtation with the National Association for

Consumer Protection and the Association of BanknL\@&tims. Participants did not question

banks' right to change interest rate, what theyllaged was the unilateral changing of
commissions and fees and the introducing of newngissions and fees. At banks' initiative,
the proposal was complemented with a provisionetinquishing the unilateral introduction of

new commissions and fees. We handed over the @aithe tVice-President of the Competition
Office on December 18 and also sent it to the Mipisf Finance.

3.4 Code for loan trade-offs

The Association's Board adopted a RecommendatideruNo. 2/2008 on practices aimed at
making loan trade-offs easier. Signatories to tbeeCagree to use a standard form to provide
information on the loan to be replaced, to allow dasier credit rating by the new bank. The
process could be further accelerated through eleictdata exchange between the two banks.
Cooperation between banks will also give the ogbioreditor bank the opportunity to
approach the customer with better offers: the @dkband the new bank would compete to
retain/acquire the customer.

The old creditor is entitled to full compensationcase of prepayment of the old loan. The rate
of compensation (exclusively for consumer credgsstipulated in EU Directive 2008/48/EC.
Although the Directive is to be transposed into gnan legislation by 2010, the Board
recommended that members settle the issue of pregdyg for consumer credits in line with
the Directive ahead of this deadline.

3.5 Guide on changing banks

The Association's competent working group compéealiblication to provide customers with
advice on aspects to be considered when contemglalianging banks. The Guide is a useful
aid for customers, providing, in a straightforwavely, all fees and costs related to changing
banks. The Guide draws attention that before teatimg the contract, the customer should ask
his bank, because the product offered by the new beay already be available at his current
bank, and may be at a better price. The Guide rewmds that customers contemplating
changing banks should compare offers from varicuskd and may also consult the HFSA's
website.

3.6 Basic Accounts

A proposal for a Basic Account facility, drafted the Association's Basic Accounts Working
Group and approved by member banks was submittduetdinistry of Finance in February
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2008. After a review of the proposal, the governmenovided some more specific
requirements. In view of the new requirements priesk by the Ministry of Finance, the
Working Group reviewed the proposal during OctoNerember and amended the proposed
facility in accordance with the Ministry's requedBanks confirmed their willingness to meet
the government's expectations through self-reqaiaind to make available a standard basic
account facility effective from January 1, 2009pypded the Competition Office has no
competition law queries concerning the proposeditiaand provided the Hungarian Post
Office agrees to provide the first two cash withbh card transactions free of charge. On
December 19, the Ministry of Finance advised tha tb some unregulated issues, the Basic
Account facility would not need to be introduced January 2009. Accordingly, no self-
regulation was adopted.

3.7 Combating against money laundering and terrorisfinancing

Banks pay special attention to ensuring that tbefivices do not support any criminal activity.
Confidentiality ensured by bank secret may in ngy warve criminal interests. At the same
time, measures aimed at impeding money launderimdy tarrorist financing should not
prejudice customer comfort. With this in mind, gSpésts formulated a minimum set of
requirements and procedures for consistent andiesifi implementation of the Anti-Money
Laundering Act.

4. Competition Office - Interchange fee investigatin

The Competition Office launched an investigationioterbank interchange fees charged on
bankcard transactions. The investigation affecté8Ay Mastercard and 23 banks. Member
banks requested the Association to coordinate rectod the affected banks. The Association's
Board decided to invite a CEO meeting for the dafdcbanks to agree on terminating the
agreements objected by the Competition Office arakttaking a common commitment.

Accordingly, banks terminated their interbank intemnge fee agreements with MasterCard
and Visa on July 28 and August 1, respectively. Twampetition Office welcomed the
termination of agreements. However, the new intgkbanterchange fees introduced by
MasterCard on July 28, 2008 were barely differentnf those specified in the terminated
agreements. This would have jeopardised the acueptaf the common commitment, in the
light of the Competition Office's view that the néees did not promote market development.
Therefore, on November 20, MasterCard announcedva fee structure, with substantially
lower fees.

At a meeting with banks' CEOs, held at the Assamabn October 15, decisions were made on
a proposal prepared by specialists on a common donemt to be undertaken by banks. In
accordance with the Competition Office's relevaatision, we informed the Competition
Office's head of investigation on the willingne$sanks to undertake a common commitment
and on the proposed contents of the commitment.

The initial ruling issued by the Competition OffiseCompetition Council on the proposed
common commitment allowed banks to adjust the cdmemt in accordance with the
Council's expectations provided in the ruling. Hoer the January 2009 deadline for this was
extremely tight. At our request, the deadline wasemded to March 6. A new common
commitment had been drafted by the new deadline.idw commitment was complemented
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with a programme for the development of card aceg and a summary of comments on the
Competition Council's expectations provided inthieng.

5. Reporting

5.1 Changes in central bank reporting requirements 2009

At the end of the summer the MNB held a consultafar banks' reporting officers and staff
on proposed changes in central bank reporting reopgnts for 2009. The structure of
regulation will be changed: the two regulationsfance in 2008 will be integrated under a
single reporting regulation in 2009. Also, the @ms$ of the various provisions of the
regulation were revised. As a result, the comptetiostructions became shorter, more
transparent and easier to manage.

5.2 Proposed changes in supervisory reporting reguements - 2009

The Hungarian Financial Supervisory Authority (HBSA September requested banks to
provide an opinion on proposed changes in the sigmey reporting requirements for 2009.
The HFSA also requested banks' comments as tadleégability of the proposed changes and
on the date banks would be able to meet the newirsggents. Banks found most of the
proposed changes practicable (including the newrmmdtion requirements for SME lending
and changes related to profit and loss reporting).

At the same time, there were lengthy consultatmmshe HFSA's executive circular providing
for the introduction of an incident reporting olaigpn from October 1, 2008. The circular
failed to take account of existing legal impedingemd the proposed obligation and the
responsibility of other bodies (for example, the BJNh respect of currency counterfeiting and
bank card frauds). We communicated our concerns tatlly and in writing. As a result, the

incident reporting obligation was not introduced.

5.3 Further development of the BankAdat interbank dita system

The BankAdat information system contains the mogtdrtant quarterly financial figures of
Hungarian credit institutions. The system was @edtty the Association seven years ago and
has operated as a closed system used by the Hamdemnking community. The International
Training Centre for Bankers manages the system. idesnof the system undertake to publish
an agreed set of key financial data on a quartsabis. The system is based on voluntariness
and mutuality: a member institution can only accessh data of other member institutions,
which it, too, provides, and such individual or eggate figures, which have been jointly
specified and agreed by members. Individual daganat public and can only be accessed with
a security code. Contents of the database havedwegimuously expanded in recent years as a
result of competition and changing market condgion

In 2008, members initiated further expansion of tteta contents of the system. The
Association initiated discussions with the Hungar@nancial Supervisory Authority and the

MNB to provide banks' analysts with access to teorts submitted and for banks to be
provided with aggregate data generated from the&vithehl report. Specification of the data

requirement and the preparation of the system #eting the new requirements commenced.
Some selected reports were handed over by the Hir8Ahe MNB at the beginning of 2009.
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5.4 HUNOR Operational Risk Database

The Hungarian Operational Risk Database(HUNOR) was launched in May 2007. The 12
participant banks duly met their reporting obligas as stipulated in the agreement. More than
3,000 operational risk loss events to a total ah@irHUF 9 billion were registered in the
database until the end of 2008. Participant bamksnaw looking into the possibilities of
extended cooperation beyond the current HUNOR datglinter alia; by developing common
Hungary-specific risk maps and Hungarian bankingaespecific scenarios and setting up a
common Key Risk Indicator (KRI) database.

6. Payments

6.1 Hungarian SEPA Association

After extensive preparations, the Hungarian SEPAsodmtion (HSA), the organisation
responsible for SEPA implementation in Hungary, i@sned in April 2008. As is the case
with the European Payments Council (EPC), the HSA develop rules for payments,
primarily through self-regulation, in close coopgéra with the regulatory authorities and
consumer organisations.

The Association and the National Bank of Hungamypt a key role in setting up the HSA,
with active contribution by 11 banks, also partatipg in the HSA as founders (banks
transacting the largest volumes of payments in ldoy)g Results of the first month showed
successful implementation. The Hungarian NASEet up to assist Hungarian banks in the
adherence process has resumed operations as a @Geenohithe HSA. This five-member body
is charged with assisting Hungarian banks in cotiqgethe adherence documents, checking
the presence of prerequisites of the adherenceagacind forwarding the application to EPC
secretariat, and liaising with the Central NASQtled EPC. 12 Hungarian banks are now able
to manage SEPA Credit Transfers.

6.2 PSD implementation

The Ministry of Finance sent for review the concémt the transposition into Hungarian

legislation of the EU Payments Services Directdedctive 2007/46). We welcomed the fact
that payments will now be regulated at the levehiofAct. At the same time, we pointed out
that sufficient attention should be given to amagdihe related laws and implementation
decrees. In this regard, we found the deadlindogehe Ministry of Finance for adoption of

new legislation (November 2008) extremely short. &l&® highlighted the need to revise the
provisions on distraint on bank accounts, giver tha current practice, detrimental to banks,
is unprecedented in European legislation.

6.3 Payment System Forum coordination

The Payment System Forum's Direct Debit Workinguprapdated the operational rules for
direct debits and drafted a proposal for updatirgMNB's Decree on Payments. Based on the
Payment System Forum's decision, the operationkds ruwere being published on the
homepages of the MNB, the Association and GIRO Ttk Hungarian Standards Institution,
on behalf of the MNB, took action for publishingtbperational rules as pre-standards.

1 NASO (National Adherence Support Organization)



22

[ll. ASSOCIATION WORKING GROUPS, ASSOCIATION RELATI ONS, EVENTS

1. Association Working Committees and Working Grouys

The Association currently has 22 Working Commitfa&srking Groups and Ad-hoc Working
Groups (see Annex 2).

The number of professional consultations and brifiincreased significantly in 2008. The
Association's associates also attended severalnakteonsultations with other organisations
(Ministry of Finance, Ministry of Justice). Arourdd’0 Working Group meetings and technical
consultations were held at the Association in 2@@8uding the following:

1.1 Physical Security Working Group

The Physical Security Working Group addressed wsstedated to the fire protection
requirements for bank branches located in sharédithgs and a facility for the storage of keys
to make the fire protection of branches easier. Woeking Group supported the requests from
the Police that the Association provide supportsketting up the National Police Headquarters'
Crime Prevention Centre and for developing theqgypies for a comprehensive criminology
strategy.

1.2 IT Security Working Group

The Bank Security Working Committed® Security working group approved the report on
the network incident management drill to be orgadigointly with the CERT-Hungary
Incident Management Working Group (COMEX 2008). Detailed plan of the drill was also
reviewed.

1.3 Communications Working Group

The Association was involved in the drafting of thgreement between 11 banks and the
Ministry of Finance, aimed at helping householdghworeign currency loans. After signing
the agreement, a press conference was held jouithythe Ministry of Finance. In addition to
communications tasks related to the agreement\iiking Group reviewed communications
tasks related to the international financial crisis

Members of the Communications Committee met on reéveccasions with business
journalists to exchange views on current economdtfanancial issues.

1.4 New Taxation Working Group

Given the importance and complexity and frequeainges in the tax laws, taxation specialists
in the banking sector have been regularly liaisiity each other on tax issues. It was raised
during the summer that a taxation-working groupusthdoe set up to regularly and proactively
address specific tax issues related to the bankewjor. Administrative and coordination
support for the working group's operation is bevmled by the Association's working
organisation. Each ember institution may appoirg specialist to participate in the working
group. At the start, 12 banks appointed delegatéiset Working Group.
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1.5 New Human Resources Working Group

The Association's Board reviewed the impacts offil@ncial crisis on the banking industry.
The Board concluded that cost saving will be ire# in the banking sector, as well. One of
the potential areas of cost saving is human ressuithe Board considered that in the current
situation it would expedient if banks could agreeabocommon approach or at least common
policy elements to be followed.

2. Foreign Bankers' Club

The Association organised a meeting for CEOs cdfifpr banks. At the meeting, changes in
the international and Hungarian financial marketsl dhe ensuing tasks were reviewed.
Participants were also updated on the status obinggnegotiations on current professional
issues.

3. Financial Literacy Foundation

At the initiative of the MNB, a foundation to proteofinancial literacy was established. The
founders: the MNB, the Student Loan Company andAdeociation set up the Foundation for
Financial Awareness with an initial capital of HAF5 million. The Registry Court registered
the Foundation and the Trustee Board adopted thadadion's Work Programme for 2008. As
a first step, the 2008 Work Programme is focusedducation.

4. Participation in the Technical Sub-Committees ofthe National Euro Coordination
Committee

4.1 Payment Services Sub-Committee

A Government Committee was set up to prepare eansition. Sub-committees were formed
to ensure efficient organisation of the relatedkgdasThe Association was requested to
participate in the Payment Services Sub-Commitezepy the MNB. The Payment Services
Sub-Committee identified tasks to be carried outh®yvarious government bodies and market
players in the preparatory and implementation phase euro transition, from insurance
through to stock exchange operations. In relatmibanks, tasks related to the areas of cash
management and account keeping was outlined inl.dBesults of the work of the various
Sub-Committees will be summarised in a report toapproved by the government and
reviewed on an annual basis.

4.2 Legal Sub-Committee

The Legal Sub-Committee was formed and held itst fmeeting in February 2008. The

Association is also represented in the Committée Sub-Committee prepared a proposal for
the legal framework for joining the Euro-zone, imtihg the overall legal implementation

strategy and the national legislative frameworke Wssociation provided proposals for the
regulatory tasks, incorporating proposals made dgghtes from member banks. The Legal
Sub-Committee proposes drafting framework legistafor euro transition, to be incorporated

in the National Euro Transition Plan. The main pe&of legislation that will need amendment
were identified.
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5. Conferences, round-tables

5.1. MiFID? round-table

The Association organised a MiFID-roundtable in rfoeby to review experiences of the
implementation of the new legislation on investmssices.

5.2. Conference on 2009 tax law changes affectingriks

The Association organised a one-day conference Haxm) for banks' tax specialists in
December. At the conference, participants werddatien 2009 changes in Hungarian tax laws
and developments and expected changes at the EU Banks said the conference was useful
and provided a good opportunity for meeting andsotimg with competent officers of the
Ministry and independent consultants with wide ingtional experience in taxation issues.

5.3. Balliff conference

The Hungarian Chamber of Bailiffs and the Assooraton November 27, 2008 organised a
joint conference on 2009 changes in judicial distrproceedings and on electronic procedures
in judicial distraint proceedings.

The conference were attended by banks' legal ctajndaim workout specialists, specialists
from other business areas, specialists from firednenterprises and leasing and factoring
companies.

The Acting Vice-President of the Chamber of Basliffave a presentation on the simplified
foreclosure sale of pledges, the rules for eleatranctions, the online auction system and the
IT development project for electronic bailiff regii® The electronic auctions system will be
available for users from the beginning of 2009. Ttember expects that the introduction of
the electronic auction systems will contributette transparency and efficiency of auctions and
to higher purchase prices.

Banks raised current issues relatedhformation requests from bailiffs and the regulas on
prompt collections and foreclosures.

6. Relations with civil society

6.1 Cooperation with the Association of Bank Loan \¢tims

An important step in developing our civil sociegiations was the meetings held with the
Association of Bank Loan Victims. Although the atfjees and aspects of that Association are
fundamentally different from ours, agreements amage professional issues can be reached.

6.2. Meeting and consultations with the Hungarian Tade Licensing Office

At the request of banks and the Public Warehousiathority, the Association organised a
meeting with leaders of the Public Warehousing Atitlh. Business line managers and legal
counsels from banks involved in agricultural lemdiattended the meeting. The Deputy

2 MiFID: Markets in Financial Instruments Directive
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Director General of the Hungarian Trade Licensinjc® briefed participants on proposed
amendments to the Act on Public Warehousing antherrole and operations of the Public
Warehousing Authority within the Hungarian Tradecdnsing Office. Banks raised issues
related to loans granted against Warehouse Redegbiiding title, protection of possession
and warehouse liability. They proposed that theusgcrequirements for public warehouses
should be tightened.

IV. INTERNATIONAL ISSUES, INTERNATIONAL COOPERATION
1. Banking supervision — Regulation

1.1. Financial crisis

Tackling and mitigating the impacts of a finandiaimoil that has turned into a global financial
crisis was the key issue for Europe and the warl2G08. From realising the spread of the U.S.
subprime crisis through to the bankruptcy of Lehnimothers, the various political and
professional fora were mostly trying to evaluate #ituation and outline the measures to be
taken. Analyses of the underlying causes of thaniwml crisis cited largely the same factors:
lax supervision and monetary policy, the properiggobubble, ample liquidity, weaknesses of
the originate-to-distribute model, excessive mfuransformations, high leverage ratios and
the unwarranted positive ratings of securitisedipots.

In looking for ways out of the financial crisis,etFinancial Stability Forum? in April
formulated recommendations for enhancing market and institutional resiliencEhese
included strengthened prudential oversight of edpitiquidity and risk management,
enhancing transparency and valuation, changes anrdle and uses of credit ratings and
strengthening the authorities' responsivenesssks &nd robust arrangements for dealing with
stress in the financial system.

In response to the crisis, tBasel Committeein April announced a series of steps addressing
all three pillars of Basel Il to help make the biaugksystem more resilient to financial shocks.
The proposed steps envisaged establishing highelatery capital requirements.

As also reflected in the Commission's communicaigsaed at the beginning of 2008, initially
there was wide agreement that cooperation at thhepean and global levels was the right
response to the financial turmoil: global turmodeds global solutions. The bankruptcy of
Lehman Brothers overrode these principles. Althoaghthe various summits showed, the EU
continued to try to coordinate crisis managemehné ([EU finance ministers committed to
protecting financial institutions with systemick$3, in Octobebailout packages in the range
of 100 millions of Euroswere adopted by the various member states indim bf capital
increases and government guarantees, to be prowadeal general rule, until the end of 2009.
(Germany: EUR 500 billion, Ireland: EUR 485 billioRrance: 360 billion, Netherlands and
Sweden: EUR 200 billion each, Austria and SpainRELDO billion each, U.K.: GBP 300
billion). Also, the United States provided USD 7Billlion under a Troubled Asset Relief
Program to stabilise the U.S. banking system.

® The G7 finance ministers and central bank goverrestablished the Financial Stability Forum in 1,989
promote international financial stability.
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Trying to keep pace with the events, tharopean Commissionon December 8ssued a
Communication on the recapitalisation of financial institutions in the wake of the
financial crisis. The Communication provides that state suppooulshbe limited to the
minimum necessary and should contain safeguardesigandue distortions of competition.
The objective of state recapitalisation is not prity to rescue banks but rather to ensure
lending to the real economy and to deal with thstesyic risk of possible insolvencyhe
Communication laid down the principles to be folemhwduring recapitalisation and set out that
pricing should be governed by the recommendatiétisecoECB's Governing Council.

Realising the adverse effects of unilateral stgpsibmber states, the EU in October took rapid
and concerte@ction to increase the minimum deposit guaranteerhit: the minimum level

of coverage was increased from the EUR 20,000 {6080and the co-insurance requirement
abolished. Under &vision of the Deposit Guarantee Directivan December the payout
delay was reducednd a provision was made for the further incredsth@ guarantee limit
subject to the results of an impact studylso, the European Commission should, by
December 31, 2009, submit a report on the furthembnisation of deposit guarantee schemes.

The financial crisis and the issues of cooperatiorerisis management put once again the
structure of banking supervision in Europeinto the spotlight. Within the framework of the
follow-up of the Lamfalussy procedbe rapporteurs submitted to th&uropean Parliament
their report on the future of banking supervisionBurope. The report proposed regulatory
measures to improve the capital adequacy framewmkease transparency and improve
institutions' governance. It also addressed isseésted to increasing financial stability,
measures needed to mitigate systemic risks, thetituning of supervisory colleges for large
cross-border financial groups and the mandate @spbnsibilities of the 3L3 Committees. The
European Commission in November requestedekgert Group on Financial Supervision

in Europe, headed by Jacques de Larosiéréo make a proposal for the future structure of
financial supervision in Europe and for strengthgnEuropean and global cooperation on
financial oversight. In its report, published inbireary 2009, the group made a proposal for
setting up two new EU-level supervisory bodiesuadpean Systemic Risk Council (ESRC) to
be set up under the auspices of the ECB and hdaddwe ECB Chair. The Council would be
composed of the members of the ECB/ESCB Generah@lgpius the Chairs of CEBS, CESR
and CEIOP$and one representative of European Commission.EBRC's task would be to
form judgements and make recommendations on maateptial policy, issue risk warnings,
and where risks of serious nature are identifiedperate with EU and international bodies in
managing those risks. The other new organisatiomdvbe the European System of Financial
Supervision (ESFS), to be set up through the toamsdtion of the Level 3 Committees into
European Authorities, with significantly broaderwmrs. According to the Expert Group's
proposal, the Financial Stability Forum would barged with coordinating the work of the
various international standard setters in achieintgrnational regulatory consistency:

Credit rating agencies(CRAS) have perhaps been the most criticisedtutgns in the wake

of the financial crisis: for the most part justiy, view of the fact that their ratings proved
unfounded and too positive, with mass re-ratingsmstruments in the wake of the subprime
crisis. Conflicts of interest in the rating procdgise CRA making proposals regarding the
design of structured finance products that it ratke CRA being paid by the issuer), the
improper monitoring of ratings, insufficient infoation of the CRAs procedures and
methodologies were cited as the most frequentismtis. Initially, the strengthening of self-

* CEBS, CESR, CEIOPS (the three Level 3 Committdethe European banking, securities and insurande a
occupational pension supervisors)
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regulation and amendment of th@SCO° Code of Conductwere considered as the most
appropriate response to address the issues aroeghtrating agencies. Following the relevant
consultation, the IOSCO Code of Conduct Fundamenia Credit rating Agencies was
amended in May 2008. The amendments were aimedpabyving the quality and integrity of
the rating process, CRAs independence and avoidaincenflicts of interest, CRAs greater
responsibilities to the public investors and issuand better communication with market
participants. Following the amendment of the Coti€onduct, IOSCO announced its steps
with regard to the monitoring of compliance witle tBode of Conduct. By then, however, the
regulators had concluded that self-regulation wasemough and decided to look beyond the
solution of a Code of Conduct, with a global appfloaFirst, the U.S. capital markets
regulator, theSEC® issued a proposal for amendments to tbgulation on Nationally
Recognized Statistical Rating Organizations.Although in its reports prepared at the
European Commission's request the CESR consideatdhie requirement of compliance was
appropriate and only made proposals for the mangowof compliance, the European
Commission took position in favour of introducings&rengthened regulatory framework.
Accordingly, the European Commission published twosultation documents, one on the
regulation of CRAs and another addressing the problems of excesshance on credit
ratings. Following a consultation process, only tegulation of CRAs, remained on the
agenda. The proposed regulation, inter alia, b&®&3from consultancy or advisory services
and sets requirements for the rating analysts anthé quality and audit trails of ratings. The
intention is to have the regulation adopted undher ¢o-decision process before the new
European Parliamentary elections.

Self-regulation in respect oflisclosure requirements for structured products seems
however successful. In line with the ECOFIN 2007a&woap, the European Commission
requested industry associations to submit propdsaldisclosure requirements for structured
finance products. Following the consultation perithe four competent European professional
associations in December publisHedustry Good Practice Guidelinesto ensure consistent
interpretation of the CRf» provisionson disclosure requirements for securitisation In
developing the Guidelines, in addition to commegteived during the consultation period the
professional associations took into account theveeit proposals of the Financial Stability
Forum and the CEBS, results of the survey completetlquidity providers and results of a
comparative survey on CRD implementation. The dinds will be reviewed based on
implementation experience in the second quart@0og.

Accounting standardswere also affected by the deepening financialsria response to the
suspension of trading in certain financial instratseand in meeting the tasks set by the
Financial Stability Forum, the IASB in October 2088ued amendments to IAS 39 Financial
Instruments: Recognition and Measurement and IFRSn@ncial Instruments: Disclosures.
The amendments were promptly adopted by the EU:EtdeAccounting Rules Committee
decided to adopt the amendment to IAS 39 that allthe reclassification of certain financial
instruments, a measure also related to managindiritaacial crisis. Effective from July 1,
2008, the new rules allow for the reclassificatodrcertain financial instruments out of the fair
value category in rare circumstances. Pursuariteedlevant agreement, EU credit institutions
could apply the new rules in theif uarter financial reports.

® International Organization of Securities Comnussi
® Securities and Exchange Commission
" Capital Requirements Directive



28

Although not directly related to the recent marketmoil, the CEBS's and the Basel
Committee's consultation document®n liquidity risk management, published in June were
given special attention, in view of the market giton. The two consultation papers are
separate documents, but the two organisations warkesely together in preparing them. The
consultation papers provide the definitions fouidity and liquidity risk, present changes in
the liquidity environment that have occurred sinud-2007 and provide recommendations for
institutions and supervisors. Responses to theuttation papers highlighted the importance of
convergence in the approaches used in the supmrvidi liquidity risk management within
Europe, the need for group-level supervision ok nsanagement and the importance of
allowing the use of internal methodologies for datpry purposes.

1.2. EU developments

The most important regulatory issue in banking @& was the preparation of theview of

the Capital Requirements Directive.An impact study on the proposed amendments was
published in September. In addition to the origingrgeted issues (large exposures, hybrid
capital instruments, supervisory arrangements andiah of responsibilities between home
and host supervisors, derogations for cooperatiaek bnetworks), in the context of the
financial turmoil the amendments also address Hseieis of the treatment of and capital
requirements for securitisation exposures and sigmy cooperation in crisis management.
In relation tolarge exposures a number of national discretions will be abolghthe 800%
limit deleted and the 20% limit for intra-group @spires replaced with qualitative
requirements. At the same time, 25% limit for senglame exposures will be retained,
including those inter-bank exposures of a matuwftyp to one year. Only certain clearing and
settlement transactions will be exempted from #@ngd exposures limit. Proposed changes
regardinghybrid capital instruments - based on the Sydney Press Release - are rétatied
eligibility criteria, the quantitative limits forcaeptance as firms' own funds, grandfathering
and disclosure requirements. In relatiorstpervisory arrangements the consultation papers
introduce the need to establish colleges of supersifor all cross-border banks and requires
supervisors participating in these colleges to wdiscand agree on specific issues (such as
additional capital requirements [add-ons], repaortiequirements) through a non-binding
mediation mechanism via the CEBS without changihg #llocation of responsibilities
between home and host supervisors. Pursuant toctmepromise reached during the
consultation process, in case of a disagreemeatctimsolidating supervisor will have the
ultimate decision at the consolidated level andhbst supervisor at the solo level, mindful of
each other's reservations. The CEB8sorting requirements with standardised formats,
frequencies and dateswill be introduced from January 1, 2013. A newertibr securitised
positions is that banks as investors may only invest in sésed products if at least the
originator retains five per cent of the resultimgtrument. The amendments also address the
treatment of UCITS under the IRB approach and tlggbdity of life insurance policies. The
text includes a provision that the European Comionsshould report on the creation of a EU
central clearing counterparty® for credit derivatives. The European Parliament is expected
to vote on the CRD amendment in April. The amer@Bd will be first applied from 2011.

In addition to the CRD review, the review of thexdncial Conglomerates Directive was also
on the agenda. The European Commission issued aNe for advice from the Interim
Working Committee on Financial Conglomerates (IWQFThe first call for advice was

® The use of EU-based central counterparty cleafimgCredit Default Swaps (CDSs) was proposed by the
Internal Market Commissioner in October. Major kedmplayers have committed to the setup and u§¥Céts.
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related to addressing the consequences of theatiffes in sectoral rules on the calculation of
own funds of financial conglomerates. The secont foa advice was aimed at assessing
member state's supervisory practices and if neggdba need for further harmonisation.

1.3. Level 3 (3L3) Committees

The European Commission in May launchedcansultation on review of the Decision
establishing the three Level 3 Committees of Supesors. The overall objective was to
align, clarify and strengthen the responsibilitéshe Committees of Supervisors and to ensure
their contribution to supervisory cooperation anohwergence at EU level and to the
safeguarding of financial stability. The consultatiaddressed issues related to the mediation
mechanism, the potential consultative role of them@ittees, information exchange, the
delegation of tasks and responsibilities, the stieéng of reporting requirements, the
operation of supervisory colleges, the developnoéat common supervisory culture, qualified
majority voting and the annual work-programmesta 8L3 Committees. Responses to the
consultation were published in December. Most redpats supported the objectives set by the
European Commission. The majority of respondenteeeayy with the proposal for the
introduction of a mediation mechanism and a quaifnajority voting. Based on the answers
received, the Commission amended the Decision ¢ableshing the 3L3 Committees of
Supervisors at the beginning of 2009.

In response to the conclusions of the EU CounBiesember 2007 meeting reviewing the
Lamfalussy process, th8L3 Committees communicated the main points of their joint
medium-term programme and the medium-term prograsnaieeach committee in mint
letter to the competent EU bodies and MEPs involved. [pieg and following up
appropriate measures in response to the finanaialdil and promoting effective supervision
of the EU market were among the key priorities bbfteree committees. Furthermore, the
CEBS focused on the CRD review, the CESR on cotiparavith U.S. authorities (in
particular, the SEC) and the CEIOPS on Solvencyaril on the review of solvency
requirements for pension funds.

In December, the 3L3 Committees issyeitit guidelines for the supervisory treatment of
mergers and acquisition The guidelines contain a detailed and harmorlisedf information
to be submitted by applicants to the competentrsigme. The guidelines follow the principle
of proportionality in terms of required informati@as well as in terms of approval process.

1.4 CEBS

In anticipation of the proposed amendments to the&ofiean Commission's Decision
establishing the 3L3 Committees, t6&BS amended its Charteron July 10, 2008. Most of
the changes are related to the decision-making amesim, with a switch to a qualified
majority voting, in accordance with the Nice Treafijhe qualified majority voting is
complemented with a comply-or-explain mechanisnrts@ant to the amendment, members
may not apply a measure in the case of legal inmpexlis, vital political or technical
impediments, or ifthe objectives of the measure are met through atheans, or if the
measures would be disproportionate in the contéxhe local market. The Committee may
invite a member that does not apply the measuemdeavour to adapt accordingly its legal or
regulatory framework.
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A key task for the CEBS in 2008 was the provisidntezhnical advice to the European
Commission The CEBS worked together with industry expertsagmoposal to reduce the
number of options and national discretions in the ®D. The relevant consultation paper
(CP18) was published in May. The consultation paipéer alia, gave a summary of the results
of animpact study conducted on the issue. The final document, paddsn October, was not
much different from the previous version of the sdtation paper. The CEBS proposes to
keep as an option or national discretion 28% of 162 provisions identified. However,
approximately one third of these national discreti§g8% of the total) will expire within a
relatively short period, thus the number of natlaiacretions will be reduced to one fifth of
the current national discretions in the CRD.

In the context of the CRD revision of 2009, the GE@rovided technical advice on tlegge
exposures regimeand on a common EU definition @fer 1 hybrids. Not all elements of the
CEBS's proposals were incorporated in the relelegyilation.

The CEBS and CESR provided joint technical advioecerning the regulatory treatment of
firms that provide investment services in relatimmcommodity and exotic derivatives
Results of the analysis were published in Octobéle CESR and CEBS propose that an
additional provision be included in MIFID to clayithat firms covered by the exemptions
relating to commodity derivatives shall not be mmted from being authorised as investment
firms. Also, they would only provide a very narraseope for exemption under MiFID.
Regarding the prudential treatment of specialishroodity derivatives firms in the CRD, the
CESR and CEBS offer two options. One option wouddtd require specialist commodity
derivatives firms to meet a high-level requirememthave adequate financial resources and
gualitative risk management requirements. The seamtion proposes the full application of
the CRD to specialist commodity derivatives firms.

The CEBS issued consultation papersTeshnical Aspects of Diversification under Pillar 2
(CP20) and on a Compendium &upplementary Guidelines on Implementation Issuesf
Operational Risk (CP21).

The CEBS's initiative on the standardisation oforépg dates, a key issue for banks, was
disappointing for the reporting institutions. Acdonrg to the regulation, effective from 2012,
the frequency of reporting is to be quarterly asnaximum, with certain exceptions for
allowing monthly reporting. Consolidated and saparts must be delivered within 40 and 20
business days respectively. Taking into accounpthaetical process of generating the reports,
the separation of the reporting dates for constdlaand solo reports is unacceptable for
banks, therefore they propose that the issue atteerne dates should be rediscussed.

The ECOFIN requested the CEBS to make a propos& &®w aharmonised reporting
framework with consistent data, format and remittance datescould be achieved in the EU.
Harmonisation primarily affectsCOREP and FINREP. The CEBS aims to achieve
meaningful convergence in data definition by stri@img national reporting frameworks, in
other words, by reducing the number of tables aetld to be completed. The CEBS
conducted a study on the possible implementatiora sfngle-window reporting system
(through consolidating supervisors). Based on thdys the CEBS concluded that given the
current fragmented reporting frameworks, a singledew system would not mean any
substantial savings for internationally active b&nkhe competent authorities (CEBS, ECB)
and specialist groups are also looking in the aggs of harmonising supervisory and
statistical reporting requirements.
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At its Consultative Panel's initiative, the CEBScided to launch informal dialogue with
industry experts on certain technical issues t& sggut from the industrylndustry expert
groups were set up in the following areas: liquidity riskational discretions, reporting,
valuation and recognition of illiquid assets, aniéaP3. Principles for the dialogue were set out
in separate documents.

The mandate of th®perational Networking Project was extended and the number of
participating banks increased from 10 to 17 in MBye scope of the project was extended to
issues outside the scope of the CRD. As the fiesult of the project, the CEBS at the
beginning of 2008 published a reportexperiences of the operation of supervisory college
and a template foma multilateral cooperation and coordination agreemat between
supervisors (A key task for the Operational Networking Prajearing the year was to test
and finalise this sample agreement between supesyisThe bank groups involved in the
Operational Networking Project also assessed thetifining of supervisory colleges. The
bank groups highlighted areas where the operatibespervisory colleges could be improved.

1.5 European Banking Federation (EBF) - Banking Sugrvision Committee

The European Banking Federation, particularly tgroits Banking Supervision Committee
and Capital Adequacy Working Group was activelyoiwed in the European and, through the
IBFed, in the global consultation processes.

The EBF's Task Force addressed the issues offutiiee of EU banking supervision,
including keyshort-term priorities . In the EBF's opinion, the current structure wexvision

is not suitable for the effective supervision gbicly changing markets. The system should be
changed to ensure that it can adapt to interndtiosk assumption and, where possible,
eliminate the duplication of tasks, minimise caamtsl ensure a level playing field. The EBF's
priorities regarding supervisory cooperation andwvergence include the elimination of
national options and discretions, incorporation sipervisory colleges in the CRD,
strengthening and incorporation of the role of @€BS in the CRD, developing a consistent
operational procedure for supervisory colleges dexklopment of a truly common reporting
framework (COREP).

In line with the short-term priorities set, the EBFyed an active role in efforts aimed at
reducing the number ofational options and discretions In the EBF's opinion the removal of
options and national discretions is important faswing a level playing field and also because
they prevent the adopting of a single genuinelyrtwarised reporting framework (COREP) and
the consistent application of Pillar 2 and PillarThe EBF expressed its opinion that the
approach taken by the CEBS was useful, but could@@onsidered as a general, efficient and
final solution.

Another key focus of the EBF was thensultation on the CRD review In relation tolarge
exposures the EBF made extraordinary efforts to achieve é&xemption of short-term
interbank exposures from the 25% limit, but theemshkers remained insistent on this issue.
The EBF emphasised the importance of a consistethith@armonised treatment bifybrid
capital instruments at the European level. In relationgapervisory collegesthe EBF urged

® International Banking Federation: Members of tB&dd include the EBF and the banking associatidribe
USA, Japan, Australia and Canada
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that the eventual decision on certain Pillar 2 &ithr 3 requirements be entrusted to the
consolidating supervisor (additional capital requoients, reporting requirements). This
proposal, however, was politically unworkable. Amgromise was reached on the issue.

In relation tocredit rating agencies the EBF was in favour of global solutions andrebetter
alignment of the proposed EU regulation with th&@D Code of Conduct. The EBF agreed
that the EU authorities should be required to coatpe It disagreed with the speed of
legislation, as it would entail unintended consempes. In the EBF's opinion, the scope of the
regulation should only extend to regulatory ratingfs considered the provisions on the
withdrawal of existing ratings questionable and wlad support them. Instead, it proposed that
in cases where doubt arises in respect of thebiktya of the data used, the relevant
information should be disclosed.

In relation to theregulation, treatment and supervision of liquidity risk, the EBF supports
convergence in the approaches used in the supmrvadi liquidity risk management within
Europe. It welcomes the reference in the proposaiheé principles of proportionality and
materiality and the fact that the proposal alloasthe use of internal methodologies. It also
proposes that banks should also be allowed to rrrt® supervisors the quantitative data
obtained from the bank’s internal reporting system.

The EBF also provided comments on the CEBS's ctaigai paper on technical aspects of
diversification under Pillar 2 (CP20), the Baseln@nittee's consultation document on the
treatment of Incremental Default Risk (IDR), the diwen-term programme of the 3L3
Committees and the ECOFIN Roadmap on the revietheof. amfalussy process.

The EBF made several proposals regarding the sidisddon of COREP reporting dates and
frequencies and for a meaningful harmonisationhef tontents of COREP reports. It also
conducted a survey among its members on the impietien dates for Pillar 11l disclosures
under the CRD.

With a view to improving transparency, the EBF cdetpa report on driving alignment of
Pillar 3 disclosure and was actively involved ire tdrafting of industry good practice
guidelines on Pillar 3 disclosure requirementsskeuritisation.

At the end of 2008, the EBF reviewed Report on the Integration of EU Financial
Services Marketsand in the light of the impact of the financiais on the integration
process, re-considered the priorities in the kepsr

1.6 Introduction of the Basel Il Standardised Apprach in the U.S.

The U.S. regulatory agencies in July published @tjoconsultation paper on the

implementation of the Basel Il Standardised ApphoaBanks not subject to the advanced
measurement approaches may opt in to use the $dseth Approach or may remain subject
to the currently existing capital framework (BabelThe proposed regulation basically adopts
the requirements of the international accord, iasirey the number of risk-weight categories
from 5 to 16. Residential mortgages will be riskigied by using loan-to-value ratios. The
treatment of off-balance sheet items and OTC devies under the Standardised Approach
would be similar to Basel |, but securitisation espres will be assigned higher risk-weights.
The capital requirement for operational risk wid b5 per cent of the bank's positive annual
gross income over the three previous years. Thad8tdized Approach would require banks to
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disclose publicly certain financial informatiofhe new regulation is expected to go into effect
in 2010.

1.7 Basel Committee

Operations of the Basel Committee in 2008 were $eduon developing responses to the
financial crisis and, in this context, improvingettBasel Il Framework. In addition to its
consultation documents on the management and ssiperof liquidity risk, the Committee in
2008 conducted consultations and published guidelom the following issues:

« Credit risk transfer (a Joint Fordfdocument)

» Revisions to the Basel Il market risk framework

» Cross-sectoral review of group-wide identificatioand management of risk
concentrations

* Guidelines for computing capital for incrementsakrin the trading book

* Range of practices and issues in economic capitdeiting

» Supervisory guidance for assessing banks' finamg&iument fair value practices

» External audit quality and banking supervision

At the beginning of 2009, the Basel Committee amged that the Accord Implementation
Group (AIG) will be renamed the Standards Impleragob Group (SIG) and the group's
mandate will be broadened. The SIG will work to mote implementation of all Basel
Committee standards in an internationally coordidatnd consistent manner.

2. Other EBF Committees

The Association was actively involved in operatiohshe various committees of the European
Banking Federation. The following issues were asleled in the various committees:

2.1 Consumer Affairs Committee

The Consumer Affairs Committee reviewed EU legistatand related interest-representation
issues and defined the relevant actions neededaskd ensuing from the implementation of
the Consumer Credit Directive. It became clear baaitks' should reconsider their approach to
retail financial services. It should be realisedttthis issue points far beyond the question of
mandatory account opening In relation to non-resident bank accounts (esfpgcnhon-EU
migrant employees), the banking industry is strgrapposed to mandatory account opening.
However, the industry considers it important tougasthat in countries where several banks
provide such services, foreigners’ rights are mejyaliced.

Progress is needed on certain issues related ttyager lending, such as prepayments and
information exchange between national credit infation systems. The Committee was of the
view that major progress is neededseif-regulation in the area of changing banksall the
more so since the competent EU Directorates Geharad expressed their dissatisfaction over
the industry's efforts regarding self-regulatiomeTEU authorities are also urging for self-
regulation in collective complaint handling. Themmittee acknowledged that the current EU

19 Members of the Joint Forum include the Basel Coemion Banking Supervision (BCBS), the Internatlon
Organization of Securities Commissions (I0OSCO) #mel International Association of Insurance Supemngs
(1AIS).
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and national voluntary institutions responsible émmplaint handling are only suitable for
handling individual complaints.

2.2 Fiscal Committee

The Fiscal Committee reviewed, inter alia, the estaf play of the proposed EU VAT
legislation reform. In relation to the first pillaf the reform, the definitions of financial and
insurance services have been broadly agreed oncdstesharing method under the second
pillar is in the preparatory stage, a plan documgort has been compiled. Progress in the third
pillar (option to tax) is slow, too. The EBF corsid the VAT reform as a priority and works
closely with other European professional assoagiatim develop a common position on the
issue.

In the context of the VAT reform, regulatory chagsgee underway to improve information
exchange on sale transactions within the EU, aiat@dmbating VAT frauds. Accordingly,
effective from January 1, 2010, recapitulative estegnts on product sales within the EU shall
include information related to the sale of servickss also planned that the frequency of
reporting will be increased from quarterly to mdptteporting.

The EBF proposes that an accounting rule closéddRRS be incorporated in the proposed
legislation onCommon Consolidated Corporate Tax Base

In relation toSavings Taxit was mentioned that the European Commission naghsider the
scope for developing of an online system enablengng agents to verify TINSs.

The Chair informed members of the Committee on @&CD proposals for upgrading the
OECD Model Tax Convention, serving as a basisagreements on avoidance of double
taxation, and on the related position of the Business addsiny Advisory Committee to the
OECD (BIAC). The Committee also reviewed the Eusrp&€ommission's proposal for the
definition of criteria for Tier 1 hybrid instrumenin the context of the CRD.

2.3 Accounts Committee

At its June meeting, the EBF Accounts Committeeeskkd the issue of hdvedge carve-out
provided by IAS 39 could be removed. The EBF hanlengaged in a dialogue with the IASB
for 5 years for a better Interest Margin Hedge (IMHethodology, but there are still some
technical issues that hinder a resolution to theas

Members of the Committee were briefed that a nunatb@nternational and EU organisations
are now engaged in analysing the impacts of theeourfinancial crisis on accounting
practices. The analyses are focused on three maiues measurement, the disclosure of
market risks and financial reports and theconsolidation of Special Purpose Vehicles
(SPVs), created by parent companies to financéaltince sheet items.

2.4 Payment Systems Committee
Central banks will set up within the ECB a workigrgup onBalance of Payment Reporting

In relation to thee-Money Directiveit was mentioned that the second review of the®ive
was underway. In relation teank accountsandaccount transferability, some participants
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proposed that these issues should be regulatetieb¥Etiropean Commission and therefore,
removed from the scope of self-regulation.

The Committee reviewed tHASB discussion paper"Reducing Complexity in Reporting
Financial Instruments” and the key points of the EBF's response. The Gitiee also
addressed current issues related to the harmamsaitiFRS with US-GAAP.

2.5 Legal Committee

The Legal Committee reviewed the European Commms€iompetition DG White Paper on
damages actions fdsreach of the EC antitrust rules Certain issues, such as the binding
effect of decisions by national competition auttiesi (NACs) and interaction between
leniency programmes and actions for damages are still under debatembées of the
Committee pointed out the importance of leniencpgpammes. The Committee was
supportive of the Commission's proposal on the imitguof companies involved in the
leniency programme for disclosure of confidentrdbrmation.

The Legal Committee approached member associatidtis a questionnaireregarding
integrity regulations related to persons in seniormanagement and control positions
Comparison with other member states shows thatlagguos in certain member states - in
contrast to Hungarian regulations - provide for endetailed procedural rules in some respects,
for example, suspension from job.

The EBF circulated and requested comments orRémort on Financial Coalition against
Child Pornography, commissioned by the European Commission. Therrepoes a fair
picture of the legal, regulatory and data protectgituation in Hungary. The relevant EU
legislation has been transposed into Hungariasleggn.

2.6 Physical Security Working Group

The Physical Security Working Group analydemhk robbery statistics based on member
associations' 2007 reports. The positive trendicoat], with the number of bank robberies and
the ensuing damages continuing to decrease in 288#cks on cash transporters decreased as
well (largely due to expensive security measurés)contrast, as a negative trend, the number
of attacks on ATMs increased significantly in 200he Working Group welcomed the results
showing that, contrary to the forecasts, the nurobéger kidnapping incidents decreased.

2.7 Anti-Fraud and Anti-Money Laundering Committee

At the EBF's Anti-Fraud and Anti-Money Launderingr@mittee's meeting it was revealed that
the 3 Anti-Money Laundering Directive has not been inmpémted yet in most member states.

2.8 Social Affairs Committee

The joint Enlargement Project of the EBF Social Affair Committee and UNI Finaneas
concluded. Employer and employee organisations fthen countries involved, the Czech
Republic, Hungary and Slovakia, assessed expesewicthe project. Participants emphasised
that the project was a useful experience exchaegeeen old a new member states on issues
related to interest reconciliation, corporate sa@aponsibility and social affairs.



36

UNI Finance provided the Committee with a list dues it considers important to discuss in
relation to the financial crisis. The Committeeesgt that although the issues presented were
important, they were outside the immediate scopga®fCommittee.

2.9 Communications Committee

The Hungarian Chair of the EBF Communications Cotte®j Janos Miiller organised a
telephone conference with major EBF members tosasseeasures taken in relation to the
financial crisis, expected developments and howedhweasures and developments are being
communicated in the various member states. The EBécutive Committee reviewed the
Minutes of the telephone conference as an extraargliagenda item.

At the extraordinary meeting of the EBF Communmasi Committee, the proposal titled
" EBF for a competitive, efficient and strong Eurapéanking system" was finalised.
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ANNEXES

Annex 1.

BOARD MEETINGS

January 21, 2008
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Agenda:

Implementation of the CFP certification in HungéayPowerPoint presentation)
Presenter: Erika Marsi — International Training €erfor Bankers

Proposal for tasks related to the Competition @fioperations affecting banks
Proposal for the setting up of the Financial Libgr&oundation

Proposal for self-regulation on APR for combineédit products

Report on the 2008 finances of the Association

Miscellaneous

February 4, 2008
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Agenda:

Preparations for a meeting between the Associatiextended Board and leaders of the
Competition Office on February 12, 2008

Summary report on legislation on bank advertisesm¢dbcument for the February 12
meeting with the Competition Office)

Update on open issues related to the withdrawah tiwculation of 1 and 2-forint coins

Briefing on key elements of the EU Consumer CrBdiective

Inquiry from the Hungarian Leasing Association oonsgble membership in the

Hungarian Banking Association

Action to avert plans to impose statutory governmasks on banks

Miscellaneous

March 10, 2008
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Agenda:

Report on 2007 Activities of the Hungarian Bank#kggsociation

Main tasks for the Hungarian Banking Associatio2@98

Report on the financial management of the HungaBmmking Association in 2007
Proposal for the 2008 Budget of the Hungarian Baglissociation

Proposal for amendments to the Association's MeshijeiFee Rules

New Code of Ethics

The Hungarian Banking Association's Guide for Ldaade-Offs

Briefing on comments received on the proposed-ibéek agreement on lending in JPY
Appointing a Nominating Committee for the electioh President of the Hungarian
Banking Association

Miscellaneous
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April 7, 2008
Agenda:
1. Report on consultations on Competition Office issue
2. Main accomplishments of the Association in 2007 arain task for the Association in
2008(document for the General Meeting)
3. Proposal for the 2008 Budget of the Hungarian Bagnkissociation
4. Proposal for increasing membership fees (docunoerhé General Meeting)
5. Proposal for the re-election of arbitrators of tRermanentCourt of Arbitration of
Financial and Capital Markets
6. Proposal for an inter-bank agreement on lendintivi
7. Proposal for self-regulation for the applicatiortloé Guide on Changing Banks
8. Proposal for the remuneration of specialists deézjdby member banks to the
Association's technical committees
9. Miscellaneous
Board Meeting
April 25, 2008
Agenda:
1/a. Report on 2007 activities of the Hungarian k@ Association

(Hungarian and English)

1/b. Main accomplishments of the Association in2@0d main tasks for the Association in
2008 (Hungarian & English)

2/a. Report on the financial management of the lduag Banking Association in 2007

(Hungarian and English)

2/b. Proposal for the 2008 budget of the HungaBianking Association (Hungarian and
English)

2/c. Proposal for amendment to the Associationisbeeship fee rules (Hungarian  and
English)

3.  New Code of Ethics (Hungarian and English)

4/a. Election of the Association's Board

4/b. Proposal for the re-election of arbitratorshaf Permanent Court of Arbitration of
Financial and Capital Markets

May 13, 2008

Agenda:
1. Report on the status of negotiations regardingluatek interchange fees
2. Major economic and financial developments (docunienthe press meeting planned for
the end of May)
3. Proposal for setting up a comprehensive retailicnefbrmation system based on
voluntary contribution of data
4. Report on the Association's financial manageme@ir2008
5. Proposal for the Association's 2008 Asset ManagéRales

Miscellaneous
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June 2, 2008
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Agenda:

Latest developments of the Competition Office irigadion

Updating of the Association's medium-term stratéggdamentals for the autumn General
Meeting)

Drafting a self-regulation Code on banks' genexahs and conditions, with special regard
to unilateral contract amendments

Amendments to the Consumer Protection Act

Proposal related to the new Civil Code

Work programme for the second half of 2008

Miscellaneous

September 1, 2008
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8.
9.

Agenda:

Report on the drafting of the Code on unilateraidtcact amendments

Proposal for issues to be raised at the meetirtg tvé Ministry of Justice

Proposal for amendment to the Code on Loan Trafde-of

New fundraising opportunities for commercial banks

Proposal for financial contribution to the new ceiprevention centre of the National
Police Headquarters

Proposal for amending the Association's membefrfgaipules

Report on the financial management of the HungaBmmking Association in the’Half
of 2008

Proposal for continuation of the Starting Block jBob

Miscellaneous

October 6, 2008
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Agenda:

Medium-term strategy of the Hungarian Banking Asstan

Report on discussions and proposed steps relatedrpetition Office issues
Proposal for meeting the government's expectapoesented at the September 18 meeting
with the Minister of Finance

Briefing on the status of the proposed comprehensigdit information system
Proposal regarding the incident reporting requirenpéanned to be introduced by the
Hungarian Financial Supervisory Authority

Recommendation for minimum requirements relatetthéamplementation of the Anti-
Money Laundering Act

Report on the meeting with the State Secretarij@Ministry of Agriculture

Report on 2 quarter activities of the Hungarian Banking Asation

Miscellaneous
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November 3, 2008
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Agenda

Medium-term strategy of the Hungarian Banking Asstan

Submission on a potential increase in the fee®ttngarian Investor Protection Fund
Briefing on consultations regarding attacks on ATM

Proposal for amendment of the Civil Code regardisigry

Draft law on central credit information system

Proposal for the regulation of credit brokers

Miscellaneous

December 1, 2008

Agenda:

Proposal for a Basic Account facility developedthg Basic Accounts Working Group,
proposed to be introduced within the frameworkedf-segulation from January 2009
Assigning a legal consultant regarding the intengeafee investigation launched by the
Competition Office

Report on the newly set up Taxation Working Group

Briefing on the extension to leasing companiessseaimpairment rules applicable to
banks

Competition Office investigation on experienceslodnging banks (mobility) for certain
retail banking products

Miscellaneous
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Committees and Working Groups of the Hungarian Bankng Association
Working Groups

Taxation Working Group

Agricultural Working Group

Basic Accounts Working Group

Loan Trade-Offs Working Group

BankAdat Working Group

Basel Il Working Group (Capital Requirements Dinee}
Competition Office Interchange Fee Investigationrkittg Group
Human Resources Working Group

Legal Working Group

SME Working Group

Communications Working Group

Home Loans Working Group

Macroeconomics Working Group

Work-Out Working Group

Working Committees

Bank Security Committee
% Compliance Working Group
% Physical Security Working Group
% Anti-Fraud Working Group

Ethics Committee
Accounts Committee
JEREMI Committee

HUNOR Operational Risk Database Decision-Making yod
E-Bailiffs

Under creation:

Specialist Group on Bank Reporting
Civil Code Working Group

Annex 2.
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