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BAWAG GROUP HIGHLIGHTS 2019

My

FINANCIALS
(o) (o) 0,
+6% 16.1% 42.7%
Profit before tax Return on tangible Cost-income ratio
of € 604 million common equity 1.5pts lower
increased 6% increased 1.3pts

“D
CAPITALMANAGEMENT

13.3% +230 bps €2.61

CET1 Ratio Gross capital generation Dividend per share
post €400 millionshare buyback in 2019 will be proposed to the AGM, in
and dividend accrual line with our dividend policy
(50% net profit)
K
EXECUTION OF STRATEGY
TARGETS 2020
Acquisitions closed
Three bolt-on acquisitions closed in Metrics 2020
2019 in Germanyand Switzerland
Profit before tax >€ 640 million
Net Profit >€ 480 million
Cost-incomeratio <40%

Own branches in Austria
Since year-end 2019, we are
running ona fullystand-alone
branch network

Partnerships launched
in Austriain 2019

Return on Tangible
Common Equity

15% - 20%

CET1 ratio (FL)

13%

Earnings pershare

>€ 5.40




Profit or loss statement
(in € million)

Netinterestincome
Net fee and commission income
Core revenues
Otherincome?
Operating income
Operating expenses
Regulatorycharges
Total risk costs
Profit before tax
Incometaxes

Net profit

Performance ratios
(figures annualized)

Return on common equity?

Return on tangible common equity?
Netinterest margin

Cost-income ratio

Risk costs /interest-bearing assets

Statement of financial position

(in € million)

Total assets

Customerloans
Customerdepositsand own issues
Common equity?

Tangible common equity?
Risk-weighted assets

Balance sheet ratios

Common Equity Tier 1 capital ratio (fully
loaded)

Total capital ratio (fully loaded)

Leverage ratio (fullyloaded)
Liquiditycoverage ratio (LCR)

NPL ratio

NPE ratio

KEY FINANCIAL FIGURES

2019

879.0
283.5
1,162.5
78.0
1,240.5
(529.7)
(42.4)
(69.3)
604.3
(145.0)
459.1

2019

13.5%
16.1%
2.30%
42.7%
0.18%

2019

45,662
30,467
35,827
3,297
2,728
20,385

2019
13.3%

17.0%
6.5%
146%
1.7%
2.0%

2018

840.5
282.8
1,123.3
474
1,170.7
(517.9)
(40.1)
(45.1)
572.7
(136.2)
436.5

2018

12.7%
14.8%
2.21%
44.2%
0.12%

2018

44,698
30,482
34,620
3,491
2,987
20,465

2018
14.5%

16.3%
7.1%
179%
1.7%
1.9%

Change (%)

4.6
0.2
35
64.6
6.0
23
5.7
53.7
5.5
6.5
5.2

Change (pts)

0.8
13
0.09
(1.5)
0.06

Change (%)

2.2
(0.0)
35
(5.6)
(8.7)
(0.4)

Change (pts)
(1.2)

0.7
(0.6)
(33)
0.0
0.1

2017

793.1
216.9
1,010.0
1104
1,120.4
(528.5)
(33.8)
(61.8)
500.4
(51.2)
449.1

2017

13.6%
15.6%
2.24%
47.2%
0.17%

2017

46,056
30,793
36,611
3,518
3,031
21,494

2017
13.5%

15.2%
6.2%
150%
1.8%
2.0%

Change (%)

108
30.7
15.1
(29.3)
10.7
0.2
254
121
20.8
>100
2.2

Change (pts)

(0.1)
0.5
0.06

(4.5)
0.01

Change (%)

(0.9)
(1.1)
(2.1)
(6.3)
(10.0)
(5.2)

Change (pts)
(0.2)

1.8

03
(4)
(0.1)

0.0
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SHARE-RELATED FIGURES

Share & stock market data 2019 2018 Change (%) 2017 Change (%)
Pre-taxearnings pershare (in €) 6.17 B.75 7.2 500 232
After-taxearnings pershare (in €)V 4.69 4.38 7.1 4.49 45
Book value pershare (in €) 37.49 35.34 6.1 35.18 6.6
Tangible book value pershare (in €) 31.02 30.23 2.6 30.31 23
Dividend pershare (in €) 2612 2.18 19.7 0.58 >100
Share price high (in €) 44.88 48.20 (6.9) 48.00 (6.5)
Share pricelow (in €) 32.50 34.16 (4.9) 4120 (21.1)
Closing price (in €) 40.60 35.84 133 4446  (8.7)
Price/book ratio 1.08 1.01 6.8 1.26 (14.3)
Price/tangible book ratio 1.31 1.19 104 147 (10.8)
Shares outstanding atthe end ofthe period 87,937,130 98,794,893 (11.0) 100,000,000 (12.1)
Weighted average number ofshares outstanding 97,840,364 99,597,178 (1.8) 100,000,000 (2.2)
Market capitalization (in € billion) 3.6 35 0.8 4.4 (19.7)

on of AT1 coupon




BAWAG GROUP AT A GLANCE

WHO WE ARE

of Austria's leading
retail banks

million customers in DACH region
with core foundationin Austria ... focus
on DACH anddeveloped markets.

of customer business in DACH region,
with the remaining business in Western
Europe andthe United States

We apply a low-risk, efficient, simple
and transparent business model
focused on Austria, Germany and
developed markets. We serve retail,
small business and corporate
customers offering comprehensive
savings, payment, lending, leasing,
investment, building society,
factoring and insurance products and
services through various online and

offline channels.

BAWAG Group AG is the listed
holding company of BAWAG
P.S.K., which is headquartered
in Vienna, Austria, along with
easybank, easyleasing and
start:bausparkasse.
Stdwestbank, BFL Leasing,
Health Coevo and
start:bausparkasse are located

in Germany, with the

Zahnarztekasse AG factoring
business based in Switzerland.

OUR BRANDS
‘) BEIAC easybank  easyleasing
start® ootk

SUDWESTBANK &1 Qllick

oarkesse BF L@

1 awap sn k.

L
Health?® a Q& zahnirztekasse AG
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STRATEGY SUMMARY

DDﬁ
GROWING IN OUR CORE MARKETS
4 Ourfoundatioﬁ is Austriawitha focuson developed
markets

» Focus markets ...DACH region, Western Europe
andthe United States

» Grow intocurrentaccountmarket share entitiement
of upto 20% in Austria across core retail products

» Growthdrivers ... Partnerships & platforms,
enhancing digital engagement, and pursuing
earnings-accretive M&A meeting our Group
RoTCEtarget >15%

FOCUS ON CUSTOMER CENTRICITY

» Build multi-channel and multi-brand franchise from
branches-to-partners-to-brokers-to-platforms-to-
digital productsacrossthe entire Retail & SME
franchise

» Physical network focused on high-touch and high-
qualityadvisory

» Leverage technologyto simplify processesand
reduce complexity

» Enhanceanalytical capabilities toim prove customer
experience

» New retail partnerships and lending platforms to
provide 24/7 customer access




DRIVE EFFICIENCY v
THROUGH OPERATIONAL EXCELLENCE

» OurDNAis to focus onthethingsthatwecan
control ... “self-help” approach to banking

» Simplify, standardize, and automate onlineand
offline product offerings

» Createfrictionless processes... wing-to-wing
digitization focus across the Bank

» Continuouslyoptimize our processes, footprint,and
technologyinfrastructure

» Embrace various forms oftechnological change ...
will transform banking

MAINTAINING A SAFE @
AND SECURE RISK PROFILE

» Maintaining strong capital position, stable retail
depositsand low risk profiles

» Focus on mature, developed and sustainable
markets

» Applying conservative and disciplined underwriting
in markets we understand

» Maintain fortress balance sheet

» Proactively manage and mitigate non-financial risk

Committed to responsible and
profitable growth considering ESG
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Disclaimer:

Certain statements contained in this report may be statements of future
expectations and other forward-looking statements thatare based on
management’s current view and assumptions and involve known and unknown
risks and uncertainties thatcould cause actual results, performance or events
to differ materially from those expressed or implied in such statements.

Actual results may differmaterially from the results predicted, and re ported
results should not be considered as an indication of future performance.

Neither BAWAG Group nor any of its affiliates, advisors or representatives
shall have any liability whatsoever (in negligence or otherwise) for any loss
howsoever arising from any use of this report or its content or otherwise
arising in connection with this document.

This report does not constitute an offer or invitation to purchase or subscribe
for any securities and neither it nor any partof it shall form the basis of or be

relied upon in connection with any contractor commitment whatsoever.

The tables in this report may contain rounding differences.
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LETTER FROM THE CEO

Dear Shareholders,

2019 was anotherrecord year for BAWAG Group, our
second full yearas a publiccompany. The market
environment for European Financials continued to be
challenging, however, the fundamentals ofthe Group
remained strong: Recording pre-tax profit of € 604 million,
pro forma earnings per share (EPS) of€ 5.22, a returnon
tangible common equityof16.1%, a cost-income ratio of
42.7%,and generating gross capital of 230 basis points
witha CET1ratioof13.3%.We delivered on all targets,
focused onthe things we control and continued to execute
onourstrategy, all while continuing to shape the BAWAG
Group oftomorrow.

Besideshavingdelivered onourtargets, we delivered on
ourpromise ofbeing good stewards ofcapital. We
distributed € 615 million of capital back toshareholders
overthe course0f2019inthe form ofa € 400 million
share buybackand € 215 million dividends, accounting for
a 140% payout ratio. Inline with ourdividend policy, we
will propose a dividend of€ 2.61 pershare to the AGM and
anyfurther potential capital distribution.

Furthermore, our shareholder structure significantly changed
during the course 0f2019. We are now trading with a free
floatofnearly80% following the fullexit of Cerberus, a
steadfast shareholder whose supportand commitmentwas
keyto the Group’s transformation over the pastdecade. We
wanttothank ourexisting shareholders for their ongoing
commitmentand look forward to attracting new shareholders
to the Group.

Expectationsare high, but I'm convinced that with our team
we will continue to deliver value to our customers,
shareholders and employees.

0

I

Delivering record results

BAWAG Group again delivered on ourtargetsand
generated a record yearoffinancial results. We have
delivered onouroriginal IPO targets from 2017 oneyear
earlierthan projected. We achieved a profit before tax
(PBT) of € 604 million, up 6% compared to 2018. The
increasewas mainlydriven by higher operatingincome and
continued cost discipline.

Targets 2019

Profit before tax >€ 600 million /
annual growth

Return ontangible common equity

Performance 2019

€ 604 million/+6%

15-20% 16.1%
Cost-income ratio<43% 42.7%
Common Equity Tier 1 capital ratio 13.3%

(fully loaded) 12-13%
Capital allocation and distribution

At year-end 2019, our fullyloaded CET1 capital ratio was
13.3%, while generating 230basis points of gross capital.
This figure already considers a proposeddividend payoutof
50% ofour net profit,or€2.61 pershare (€ 230 million
absolute distribution), in line with our dividend policy. During
the course 0f2019, we also absorbed 30 basis points of
capital impact from the acquisitionswe closed in Germany
and Switzerland. During the fourth quarter, we bought back
€ 400 million of common stock, which equalednearly 11%
ofthe company’s outstanding common shares and a
milestone across European banks. We are starting offthe
year 2020 with a strong capital base. Withour high organic
capital generation, we have the abilityto continue growing
and investingin our core businesseswhile atthe same time
pursuing further M&A opportunities.



Ouraimisto always be good stewards of capital. Our
preferenceisto useourcapital to continue to growthe
business, both organicallyand through acquisitions.
However,we will remain disciplined in our growth, onlydo
deals that make sense and meet our Group returnon
tangible common equitytargets; all while avoiding
overextending ourselves.

Our strategic focus

The performance in 2019 was a continuation of our history
of delivering resultsoverthe past 8 years.Our
transformation since 2012 was not only significantin terms
of financial results, but equallyimportant hasbeen how it
has transformed our view of banking, our risk appetite, our
bias towards retail and SME focus in developed markets,
and ourfundamental beliefthatthe banking landscape will
remainina stateofconstantchangein the years ahead.

INCREASED PROFITABILITY

Profit before taxin € million

640
+€581 million ___ soa .

573
500
419 445
316
191
23I

2012 2013 2014 2015 2016 2017 2018 2019 2020
Target

As we lookahead to 2020 and beyond, lwanted to sharea
few thoughts on our business, strategyand keyfocus
areas. Our business model and strategyis based on four
pillars and hasbeen consistent since the beginning ofour
transformation in 2012:

LETTERFROM THECEO

» Growing inourcore markets

» Focusingon customer centricity

» Driving efficiencyand operational excellence
» Maintaining a safe and securerisk profile

With the growingim portance of ESG (Environment, Social,
Governance), we have embedded these values inour
strategic roadmap across the Group todrive responsible
and profitable growth thatimpactourvarious stakeholders.

Growing in our core markets

Ourfocusis,andwill continue tobe, on growing in
developed marketswith Austriaas our core and foundation.

OurAustrian Retail & SME focus continues to be on
providing customers quality products and servicesthey
have come toexpect, preserving the differentiated value
propositions of our separate brands, while ensuring we
maintain a single Group mindset as we addressthe
domestic Austrian marketand our 2.4 million customers.
This means a renewed focus on financial advisory,
enhanced data analytics, more retail partnerships, investing
in platformlending, and leveraging technology acrossall of
our processes to better serve the needs of our customers.

OurInternational Retail & SME platform, which is anchored
by our German businesses, will be focused more on digital
channelsand products, more specialty finance oriented,
andworkingto grow through various partnerships and
platforms.

We are just beginningto fully leverage our multi-channel
platform from branches-to-brokers-to-partners-to-digital
products. We are excited aboutthe opportunities across the
board forour Retail & SME franchiseto leverage our
multiple brands and channels across the Group.

The DACH Corporatesand Public Sector space continues
to remain challenged from a risk-adjusted return
standpoint. However,we are committed to the business
and will be readyto activelyengage when the market
correctsand weareableto pursue profitable growth. We
continueto see opportunities outside ofthe DACH regionin
assetbacked lending, however, Corporate lendingin
general is becoming more competitive. Ourfocus is,and
will always be, on risk-adjusted returnsand never chasing
volume forthe sake ofgrowth.

11
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Focusing on customer centricity

Customersare looking fora more rewarding and e ngaging
experiencewith targeted products and services while having
24/7 accessto manage their financial lives. We aim to fulfill
these needsandto better leverage new andexisting
technologies to enhance the overall customer e xperience.

We have achieved animportant milestone in our Austrian
retail transformation with the full separationfrom the Austrian
Post. Withour own branch network of 88 branches, our goal
is to provide our customerswitha truly differentiated, high-
quality customer experience, high-quality advisoryand
substantive engagementaswell as leveraging new and
existing technologies to simplify our businessandreduce
complexity.

To this end, we have hired approximately 200 new advisors
and opened 27 new branches over the pasttwo years, rolled
out point-of-sale financing retail partnerships, enhanced our
data analytics, and built-up platform lending capabilities.
Ourgoalisto create easy-to-use and easy-to-understand
productsdesigned to meet our customers' needswhile
creatinga seamless middle-and-back-office across the
Group.

Driving efficiency and operational excellence

The focus on efficiencyand driving operational excellence
is partofourteam’s DNA. We believe this is one ofthe few
things wetruly control,and therefore a non-negotiable. We
also believe that striving for operational excellence and
driving productivityis a constant. With a cost-income ratio
in the low 40's and a return on tangible common equity
greaterthan 15%, BAWAG Group remainsone ofthe most
profitable and efficient banks in Europe. However, we will
not grow complacentaswe see ever changing c ustomer
behaviorand anevolving banking landscape continuing well
into the future; requiringa commitmentto continuous
improvement year-inandyear-out.

We have fullyembraced the factthattechnology will
ultimately be the key differentiator a cross the banking
landscape andthatwe needtolead,and not follow. To this
end, we rolled outourtechnology roadmapacross the group,
whichdefines our focusareas in technology. This relates to
how we address our overalltechnology infrastructure,
developmentand personnel. We aim to embrace technology

across everythingwe doin the Bank, taking a wing-to-wing
view acrossall ofour productsand processes. We benefit
from a simple business model, and we look to continue
simplifying, streamlining, and scaling our productsand
servicesacrossthe Group.

Maintaining a saf eand secure risk profile

We take great pride inrunningthe bank in a safe and
secure manner. We focus on developed and mature
marketsas we believe in doing businessin countries with
stable legal systems and sound macroeconomic
fundamentals. We will continue to maintain our conservative
risk appetite, ensuring that we mitigate against both macro
and microrisks. Qurgoal is to always maintain a fortress
balance sheetand conservative underwriting; a cornerstone
ofhow we runthe Bank. This is best reflected in our NPL
ratio,which was 1.7% (excluding the CityofLinz case:
1.2%)witha full yearcost of risk of 18 basis points.

Customer business performance

Acrossour customer business segments, we continued to
deliverresults. Our Retail & SME businesses increasedtheir
contributionandaccountforapproximately 70% ofour Profit
before Tax (PBT), focused primarily on the DACH region.

PBT
Segment (€ million) RoTCE CIR
Retail & SME 395 23.5% 43%
Corporates & Public 190 14.4% 34%

Retail & SME delivered PBT of € 395 million, a retum on
tangible commonequityof23.5%,and a cost-income ratio
0f43%.0ur stand-alone strategy in Austria, Concept 21,
reached a major milestone in 2019 with the full separation
from the Austrian Post allowing us to run our stand-alone
branchnetwork of88 branches. At the sametime, we
enhanced our digital capabilities by launching our point-of-
sale finance offeringand releasing our new mobile banking
app "klar". Additionally, we launchedthree partnershipsin
Austria, whichrepresentim portantnew customer acquisition
channels. In Germany, the transformation momentum
continued with the integration of various businesses,
centralization ofactivities, rolling out new partnerships and
the launch ofdigital productsand channels.



The Corporates & Public delivered a profit before taxof
€ 190 million,a return ontangibleequityof14.4%,and a
cost-incomeratio 0f34%. We see good opportunities
across assetbacked lending transactions. However, we
continueto see pricing pressure across the Corporate
lending space. Ourfocus will continue to be onrisk -
adjusted returns, disciplined underwritingand being
patient without ever chasingvolume.

Our targetsin 2020

The bankingindustryacross Europe continuesto undergoa
significanttransformation and faces continuing challengesin
the form of persistently low interestrates, continued pricing
pressure, increased regulatory requirements, and a rapid
pace oftechnologicalchange. However, we are confidentthat
we have positioned BAWAG Group to successfully tackle
these challenges in order to continue growing our business
profitably while maintaining a low-risk, well capitalized and
profitable business.

In spite ofthe changing macro environmentwitheven lower
interestrates, we reaffirm our 2020 targets we laid outlast
year. The initiativeslaunched in 2019-bothon the revenue
as wellascostside —make it possible to notjust compensate
for lower interest rates but also continue to grow profitably.

Our targets for 2020 are asfollows:

Targets 2020

Profit before tax >€ 640 million
Net profit >€480 million
Cost-income ratio <40%

Return ontangible common equity 15%-20%
Common Equity Tier 1 capital ratio 13%

(fully loaded)

Earnings pershare? >£5.40

In terms of capital generationandreturn, we targetan annual
dividend payoutof50% of net profitand will de ploy additional
excesscapital toinvestin organic growth and pursue
earnings-accretive M&A atreturns consistentwithour Group
RoTCE target.

We will propose to the Annual General Meeting to distribute a
dividend forthe financialyear 2019 of€ 2.61 pershare
(€ 230 million total payout) andwill propose any further

LETTERFROM THECEO

capital distribution as partofthe AGM.We haveseta CET1
target of 13% for the Group, whichwe will use asa threshold
foranycapital distribution. To the extent excess capital cannot
be deployed organically, orin the absence ofanyimminent
M&Atransaction, we will return itto our shareholdersvia
share buybacks and/or special dividendsassessed onan
annual basis.

Having delivered another setof strong operating resultsin
2019 leaves BAWAG Group well positioned towinin a
competitive European banking environment. We will continue
to maintain our low-risk strategy focused onthe DACH region
and developed markets, providing our customers with simple,
transparentand best-in-class products and services.

Lastly,as we near the 3-yearanniversaryofour IPO,we plan
to update investorsin our inaugural Capital Markets Dayand
layouta new setoftargets. Please mark your calendars, aswe
are planninga Capital Markets Dayfor 21 September2020in
London. However, it'sim portant thatwe first deliveronour
originalcommitments andthenlayout plansforthe coming
years.

Organizationalset-up

Duringthe fourth quarter of last year, we introduced a new
organizational set-up. Givenourgrowthand expansion across
multiple countries, we have realigned Managing Board
responsibilities to manage this growth and to ensure we have
the properleadership in place to continue executingonour
strategy.

David O'Learywill oversee alldomestic Retail & SME
businesses aswe leverage our multiple brandsandchannels
across Austria and drive scale domestically. Withthe
separation from the Austrian Postcompleted, we have a
unique opportunity to redefine our go-to-market strategy
across Austria (where we are one ofthe largest centrally
managed banks) leveraging our high quality brands, our
physicaland digital channels,and new partnershipsall while
creatinga common product factoryto continue streamlining
wing-to-wing processes and ultimately provide customers
with the best productsand servicesinthe market.

Sat Shah willoversee all international Retail & SME activities
in Europe, in additionto having responsibility for leasingand
factoring productfactoriesand channelsacross the Group.
The work ofintegrating our various businesses iscoming
alongwellaswe continue to harmonize our middle-and-back-

13
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office work streamsacross multiple platformsaswell as drive
organic and inorganic growth o pportunities across Germany
and Western Europe. O ur international Retail & SME focus will
be moredigital, more specialty finance oriented, and working
to grow through various partnerships and platforms.

AndyWise, in additionto hisrole as Chief Investment Officer
and head of Non-Retail lending, willalso oversee alll
Corporate, Retail & SMEmarket activitiesin North America.
We seea number ofopportunitiesin this region and will look
to establish a presence overtime.

Thank you

2019 wasa challenging year for European banks. With the
trust of our customersand shareholders, the tireless
commitmentofouremployeesand the support of multiple
stakeholders, we have achieved important milestones for
buildingthe BAWAG Groupoftomorrow. Iwouldlike totake
this opportunity to thank allofthem for their continued,
unwavering support.

Lastly,a special thank youtoourteamatthe Bank. The
whole Managing Board could not be prouder ofwhatyou do
forthe companyeveryday. It is only because ofthe
dedication ofouremployeesthatwe are able to deliver results
year-in and year-out. The strong work ethic, the unbelievable
commitmentand the outstanding performance and execution
ofthe team membersacross BAWAG Groupis truly unique!

/%@6/

Anas Abuzaakouk, CEO of BAWAG Group AG

Addendum to CEQletter:

As we are setto publish our Annual Report, we find
ourselves engulfed in a public health crisis. The World
Health Organization (WHO) has characterized the outbreak
of the coronavirus (COVID-19) as a global pandemic. This
is, firstand foremost, a healthcare crisisthat is now
afflictingthe global community. We will look to playour part
in supportingthe real economyin Austria, Germany,
Switzerland and other marketswe operatein. We are
making plansto ensurethe safetyofouremployees and
customers. We planto work closelywith the various
governmental institutions in helpingtackle this public
health crisis, supportour customersand the real economy,
and protectourfranchise. Given the fluid nature ofevents
andthe uncertainties in both scope and length, this may
resultina overall challenged and volatile market
environment over the coming months. We will closely
monitorthe developmentsand hope to provide a
comprehensive update duringourfirst quarter results. Our
prayers are with allthe individualsand families that have
beenimpacted bythis health crisis across the globe.



GROWING IN OUR CORE MARKETS

BAWAG Group’s strategy focuses on growth in Austria, the
DACH regionand more broadly developed markets. We wil
continueto focus on organic growth and pursue M&Athat
is strategic, value-add and earningsaccretive meetingour
overall Group RoTCE target > 15%. Our growth strategy is
defined bythe following principles:

» Ourfoundation is Austriawith a focuson developed
markets

» Focus markets ...DACH region, Western Europeand
the United States

» Grow intocurrentaccountmarket share entitlement of
up to 20% in Austria across core retail products

» Growthdrivers ... Partnerships & platforms, enhancing
digital engagement, and pursuing earnings-accretive
M&Ameeting our Group RoTCE target>15%

Ourfoundation is Austriawith a focuson growingin
developed markets. We look to developed and mature
markets (within Western Europe and the United States)
with a strong macroeconomic backdrop and stable legal
and political system. Austriais BAWAG Group’'s home
market with well recognized brands across the countryand
serving over 2.4 million customers.

The DACH region (which is comprised of Austria, Germany
and Switzerland) comprisesover 70% of our customer
business. The region benefits from a common culture and
language, with a stable legal system and credit
environment. The region also benefits from low levels of
consumer indebtedness, home ownership and digital

Our foundation is
Austria with a focus

on growing across
developed markets.

STRATEGY

STRATEGY

penetration; all ofwhich presents opportunities for future
growth. The macro fundamentalsofthe region are the
following:

» Growing population with over 100 million people

» Annual GDP of€ 4.5 trillionand GDP percapitaofmore
than € 50,000

» Average unemployment rate oflessthan4%

Our Austrian Retail & SME focus continues to be about
providing customers quality products and services they
have come toexpect, preservingthe differentiated va lue
propositions of our separate brands, while ensuring we
maintain a single Group mindset as we addressthe
domestic Austria market and our 2.4 million customers.
This means a renewed focus on financial advisory,
enhanced data analytics, more retail partnerships, investing
in platformlending,and leveragingtechnologyacrossall of
our processes to better servethe needs of our customers.
We aim to growintoour currentaccountmarket share
entitlement ofup to 20% acrossour core retail products.

Our International Retail & SME platform, which is anchored
by our German businesses, is focused more on digital
channelsand products, more specialty finance oriented, and
working to grow through various partnershipsand platforms.

We are just beginningto fully leverage our Retail & SME
multi-channel platform from branches-to-brokers-to-
partners-to-digital products. The key future growth drivers
will be organic growth in core retail productsacrossall
markets, partnerships and platforms, enhancing digital
engagement,and continuing to pursue earnings-accretive
M&Ameeting our Group RoTCE targets > 15%.

The DACH Corporatesand Public Sector business
continues toremain challenged from a risk -adjusted return
standpoint. However, we are fullycommitted to the
business and will be readyto engage when the market
correctsand we areableto drive profitable growth. We
continueto see opportunities outside ofthe DACH regionin
assetbacked lending, however,we see Corporate lending
in general is becoming more competitive. Ourfocus is,and
will always be, on risk-adjusted returnsand never chasing
volume forthe sake of growth.
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Going into 2020, we will continue executingon our growth
strategyin Austria, the DACH region and developed
markets more broadly. Our M&Aactivities focus primarily
onourcore Retail & SME franchise; however, we will also
pursue opportunities in the Corporate spacethatadd value
and provide the appropriate risk-adjusted returns. We are

convinced that consolidation willoccuracrossthe DACH
regionand more broadlyacrossthe European banking
landscapeand will lookto be an active participant.



FOCUSON CUSTOMER CENTRICITY

We are building a
multi-channel and
multi-brand Retail &
SME franchise from
branches-to-partners-
to-brokers-to-

platforms offering
simple and
transparent products
leveraging technology
across the entire
customer value chain.

STRATEGY

Customersare lookingfora more rewarding and engaging
experience with targeted productsand services while
having 24/7 accessto manage their financial lives. We aim
to fulfill these needs and to better leverage newand
existingtechnologies to enhance the overall customer
experience. We are building a multi-channel and multi-
brand Retail & SME franchise from branches-to-partners-
to-brokers-to-platformsleveraging digital productsand
technology across our entire customervalue chain.

The following cornerstones are keyto buildingand
maintaining successful client relationshipsand making the
lives ofour customers easier:

» Build mutli-channel and multi-brand franchise from
branches-to-partners-to-brokers-to-platforms-to-digital
products across the entire Retail & SME franchise

» Physical network focused on high-touch and high-
qualityadvisory

» Leverage technologyto simplify processesand reduce
complexity

» Enhanceanalytical capabilities toimprove customer
experience

» New retail partnerships and lending platforms to provide
24/7 customeraccess

We strongly believe that customers prefer simple and
transparent banking. Therefore, our productand service
offering is geared towards enhancing simplicity forour
customers to provide them with clear, fairand transparent
banking products and servicesacrossall of our brands and
channels.

17
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DRIVING EFFICIENCY AND OPERATIONAL EXCELLENCE

Our DNA is to focus on
the things we can

control and apply a
“self-help” approach
to banking.

The bankingindustryacross Europe continues to undergoa
significant transformation and faces continuing challenges

inthe form of persistently low interest rates, continued

pricing pressure, increased regulatory requirements, and
rapid pace oftechnological change. The focuson efficiency

and driving operational excellenceis part ofourteam’s

DNA.We believe thisis one ofthe few things a management

teamtruly controls.

We are convinced thatin this challenging environment,
banks have to change their business models and cost
structureto be more efficient in their operations. With the
continuedadvancements in technology, the realityis that
banking is becoming more commoditized. This leads us to
believe that the traditional paradigm regarding costin the
banking space needsto be challenged to adaptthe many
challenges facing the industry. To this end, the keyis,and
will continue to be, focusing on simplification,
standardization, automation and applying technology
judiciouslyas we continue to transform our businessand
focus on operational excellence.

Goinginto 2020, ourfocus continues to be on driving
efficiency through process re-engineering, sim plification,
standardization and ultimately automation. Qur focus will
always be to:

» Focusonthethingswe can control applying a "self-
help" approachtobanking

» Simplify, standardize,and automate onlineand offline
product offerings

» Createfrictionless processes ... wing-to-wing digitization
focus across the Bank

» Continuously optimize our processes, footprint,and
technology infrastructure

» Embrace various forms oftechnologyacross the Group



STRATEGY

MAINTAINING A SAFE AND SECURE RISKPROFILE

A strongcapital position, stable deposits and a low risk
profile are fundamental cornerstones to the execution of
ourbusiness strategy. Management is committed to
running BAWAG Group in a safe and secure way. We focus
ondeveloped and mature marketsas we believe in doing
business in countries with stable legal systems with sound
macroeconomic fundamentals. Ourlow risk profile is
defined bythe following principles:

» Strongcapital position, stable retail de positsand
low risk profile
» Focus on mature, developed and sustainable markets
» Conservativeand disciplined underwriting in
markets we understand
» Maintain fortress balance sheet
» Proactively manage and mitigate non- financial risk

One keyfocusis solid capitalization, with a healthy
common equity, tier 1 and total capital position and
conservative leverage ratio. We believe our fullyloaded
CET1 ratio target of 13% for capital distribution strikes the
right balance between maintaining a solid capital base and
distributing capital toshareholders. We consider this to be
a prudent level thatalso provides us with the flexibility to
consistently support our organic and inorganic growth
plans.Ourlending is focused onrisk-adjusted returns and
we are disciplined in pursuing M&Athat meets ouroverall
Grouptarget returns.

Retailand corporate deposits have been the core part of
ourfunding strategy overthe years and will continue to be
the primarysource offundingforour balance sheet. We
supplementourdeposits with a diversified strategy of

wholesale funding; comprised of unsecured bonds,
covered bonds secured by mortgage and public sector
collateral,and RMBS aswell. Ourlong-term goal is to
maintain depositfundingand diversified wholesale funding.
Oursecured fundingto overall funding stood at 9% as of
31 December2019; highlightingourlowoverall
encumbrance ofourbalance sheet assets. Our liquidity
coverage ratiowas 146% atyear-end 2019.

The focus ofoursecurities portfoliois on low credit risk,
high liquidityand solid diversification in terms of geography
andissuers. Morethan 95% ofthe portfoliois allocated to
investment grade rated exposure. In addition, market risks
are managed with a clearfocus ona lowrisk profileand a
conservative hedgingapproach to ensure limited income
volatility. Consequently, BAWAG Group doesnot engage in
proprietarytrading activities.

Ourunderwriting guidelinesare reviewed on a regular basis
and adjusted accordingly. Our low risk profileis focused on
developed marketswith Austriaas our core foundation. As
of December2019, we had no relevantexposure to
emerging markets or CEE countries and no operations in
countries with elevated AML risk. We focus stronglyon
maintaining solid asset quality, bestreflected byan NPL
ratio of1.7% (excluding CityofLinz:1.2%)at year-end
2019.

We will continue to maintain our conservative risk appetite,
ensuringthat we mitigate against both macroand micro
risks.Ourgoalis to always maintain a fortress balance
sheetand conservative underwriting; a cornerstone ofhow
we run the Bank.
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BAWAG GROUP ON THE STOCK MARKET

DEVELOPMENTS ON THE STOCKMARKETS

Equity markets in Europe and the US were influenced by
various political risks, high butdecreasing macroeconomic
growth momentum and tendencies towards a more
expansiory monetary policy. After subdued share price
developmentsin 2018, theyear 2019 was characterized by a
decrease in price volatilityand sound performance of
benchmarkindicesin Europeand in the United States. The
Euro Stoxx Banks (SX7P), a subindex of Euro Stoxx 600 and
the benchmark index for banksoperatingin the Euroarea,
increased by 8% in 2019 compared to year-end 2018.

The financial performance ofthe corporate sector reflects
the topping out ofthe macroeconomic momentum.
Earnings pershare ofthe Euro Stoxx600, the Euro Stoxx
Banks (SX7P)andthe S&P 500 were unchanged or

SHARE PERFORMANCE

BAWAG GroupAG’'ssharesclosed theyear2019at a share
price of€40.60 compared to € 35.84 as ofyear-end2018.
Duringthe same period, the share price high wasat€ 44.88
andthe lowat € 32.50.

FUNDING

Following the successful issuance of € 300 million
Additional Tier 1 capital in April 2018 and a well-received
tenderofthe legacy8.125% Tier 2 notes of BAWAG P.S K.
announced inJune 2018, BAWAG Group issued € 400
million Tier 2 capital in March 2019.

BAWAG P.S .K.took a proactive approach towards its overall
MREL requirements and potential future subordination

INVESTOR RELATIONS

The communication with the investment community is of
great significance given BAWAG Group's recentIPQ in
October2017 and ensuringwe build a track record of open
andtransparent dialogue and look toattract global
investors to the Group. In addition to the Annual General

decreased during2019. With stable to decreasing earnings
and increasing prices, valuation metrics of mostindices
increased significantlyin Europe and inthe United States
in 2019. While the price-to-earnings ratioofthe Euro Stoxx
600andthe S&P 500increasedto20.6and 21.6,
respectively, the price-to-earnings ratio ofthe Euro Stoxx
Banks (SX7P)remained ata more moderate level 0f11.8
asofyear-end 2019.

Global liquidity conditionsremained ample and interest
rates remained lowin 2019. Interest rate cuts have been
implemented in the United Statesand additional
quantitative easing measures bythe ECB have been
announced and introduced in Europe.

Including the distribution of € 215 million in dividend for
the year2018in May 2019, BAWAG Group AG’s shares
had a totalreturn of 19.4% versus a total return of 14.8%
for the Euro Stoxx Banks (SX7P). Thus, BAWAG Group AG’s
shares outperformed the benchmark indexfor banks in the
Euro area.

requirementbyissuinga € 500 million senior non-
preferred bond with a tenorof8years in August 2019.
BAWAG P.S K.successfullyreturned tothe covered bond
market byissuing two benchmark mortgage covered bonds
with a combined notional amount of€ 1 billion with a tenor
of 15and 10 years,demonstrating solid access tolong-
term funding atattractive terms.

Meeting, BAWAG Group communicateswith shareholders,
financial analysts, bondholders and rating agencies through
earnings releases, presentations, event-related releases
and meetings with various stakeholders.



In addition to the documents published onthe website,
BAWAG Group meetscurentand potentialinvestorsduring
roadshows, conferences or meetings atthe head office. In
2019, membersofthe Managing Board together with the
Investor Relations team metwithinvestorsin the United
Kingdom, the United States, Sweden, Denmark, Norway,
Finland, Netherands, Belgium, Germany, France, Austria
and Poland. In addition, we attended 12 conferences for
Financial Institutions or small/mid cap companiesin 2019.
This was a mixofbothspecialistsin the financial sectoras
wellas generalists. As we think more broadly about overall
sustainabilityand better use of technology, we have
incorporated video-conferencing to broaden the scope of our
outreachwhile remaining e nvironmentally conscious to new
regions, expanding our reach to Australia, Hong Kong, the
Middle Eastandwestern parts ofthe United States. We will
look to broaden our outreachfurtherin 2020aswell.

Our Earnings conference callis based in London. We use this
timetomeetwithinvestorsfor one-on-oneaswellasgroup
meetings to discuss quarterlyandannual developments. To
ensure a regular dialogue with equity analysts, we hosted
threeanalystdinnersin 2019 withour CEOand CFO on the
backofquartedyresults. We also hosteda number of investor
trips atour headquarters in Viennaandouroffice in London.
In Austria, we were presentata number of domestic focused
conferencesand events.

Aside from our quarterly roadshow meetings, we
accompanied the Austrian Minister of Finance in New York
in April2019 as part ofthe "Thinking AUT loud" event to
highlight and promote investmentopportunities across
Austria.

Throughthe course 0f2019,we met witha mixofexisting
and new shareholdersacross multiple regions. Following

21.8%

BAWAG GROUP ON THESTOCKMARKET

ourlPO in October2017,the initial year ofinvestor
meetingswas more geared towards our business model.
With the development ofthe Group, we noticed the nature
of the topicsin 2019 were more geared towards specific
financial performance, profitabilityand growth drivers,
regulatorylandscape and capital distribution. The main
eventin 2019, aside fromdeliveringon ourfinancial and
operating targets, was highlighted bythe approval and
execution ofa €400 million share buyback, which was
approved in Octoberand executed in November 2019.
Additionally, we underwent a significant changein our
shareholder base with the full exit of Cerberus, a long-time
shareholderinthe Bank, resultinginanincreasein ourfree
float from approximately 40% to 78% byyear-end 2019.

As 0f31 December2019, BAWAG Group was covered by 10
research houses, ofwhich there were nine “Buy”
recommendations andone “Hold” recommendation. The
averagetarget priceasofyear-end 2019 was € 49.

The shareholder base is well diversified with a broad
geographic spread and differentinvestment strategies. The
institutional investors are primarily from Europe and North
America.

Information on BAWAG Group, share data, and the latest
analystrecommendations are available on the website
https://www.bawaggroup.com/ir.

As a result ofthe increased debtissuance of BAWAG Group
since 2018, we have also built up our credit investor
relations team and established regular dialogue with credit
analysts.

We will host ourinaugural Capital Markets Dayon 21
September 2020 in London.
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Anas Abuzaakouk
Chairman of the Managing Board
Chief Executive Officer

Enver Sirucic
Member of the Managing Board

Chief Financial Officer

Stefan Barth
Member of the Managing Board
Chief Risk Officer
David 0’'Leary
Member of the Managing Board
Head of Domestic Retail & SME
Andrew Wise

Member of the Managing Board
Chief Investment Officer
Head of Non-Retail Lending

Sat Shah
Member of the Managing Board

Head of International Retail & SME




CORPORATE GOVERNANCE

CORPORATE GOVERNANCE

BAWAG GROUP'S DECLARATION OF COMMITMENT

In 2006 BAWAG P.S.K.made a (voluntary) commitment
to applythe applicable provisions ofthe Austrian Code of
Corporate Governance (“Code”, accessible under
http://www.corporate-governance.at). Following the
listing of BAWAG Groupin 2017, BAWAG Group declared
its commitment to complywith the rules ofthe Code.

This is the (consolidated) Corporate Governance Re port
prepared inaccordance with sections243c and 267b of
the Austrian Commercial Code (UGB).

DEVIATIONS

Sinceissuance ofits commitment to complywith therules,
BAWAG Group has complied with all L rulesand all R rules.
Furthermore, BAWAG Group AG deviatesfrom C rulesin
one instance, whereas BAWAG Group nevertheless
complies withthe Codeinallrespects in light ofthe
following explanations and justifications:

Rule 2: the principle of “one share one vote” is not
implemented since two shareholders have eachand
separately been granted the right tonominate one member
of BAWAG Group AG's Supervisory Board foras longas the
respective shareholder holds atleast onesharein the
company.Such right ofthe respective shareholder to

Generallyspeaking,the Codeis a set of self-regulation
rules forlisted Austrian companies and it contains rules
based oncompulsory legal requirements (L rules); rules
that should be complied with, where deviations mustbe
explained and justified in orderforthe company’s
conduct toconform with the Code (C rules, complyor
explain);and rulesthat are recommendations, where
non-compliance must notbe disclosed orjustified (R
rules).

nominate a memberofthe company's Supervisory Board
shall be repealed,ineach case,oncethe shareholdingof
the GoldenTree shareholders (jointly) orthe Cerberus
shareholders (jointly), respectively, taken as a whole falls
below 20% ofthe votingrights in the company.

Sincethe aggregated participation ofthe Cerberus
shareholders has fallen below 20% of BAWAG Group AG's
share capital afterthe sell-down ofthe Cerberus
shareholders, BAWAG Group AG will propose to the next
ordinarygeneral meetingto abolish the nomination right of
the respective Cerberusshareholders.
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MANAGING BOARD
MANAGING BOARD MEMBERS AND ALLOCATION OF RESPONSIBILITIES

Per31 December2019,the Managing Board of BAWAG Group and BAWAG P.S .K.was composed ofthe following
members:

MANAGING BOARD of BAWAG Group and BAWAG P.S.K. per 31 December 2019

Name Function Year of birth a?):::nc;::er:’:n curri':: t(:afnure
Anas ABUZAAKOUK Chairperson 1977 19.08.2017 31.03.2021
Stefan BARTH Member 1977 19.08.2017 31.03.2021
David O'LEARY Member 1975 19.08.2017 31.03.2021
EnverSIRUCIC Member 1982 19.08.2017 31.03.2021
SatSHAH Member 1978 19.08.2017 31.03.2021
Andrew WISE Member 1971 19.08.2017 31.03.2021

Member who left the Managing Board since BAWAG Group’s declaration of commitment
Name Function End of current tenure
None

As of the date hereof, responsibilities among the Managing Board memberswere allocated as follows:

Name Responsibilities

Anas ABUZAAKOUK Technology Group, M&A, Legal & Human Resources

(CEO)

Stefan BARTH Commercial & Retail Risk Management, Financial Crime Management & Compliance, Market
(CRO) Risk, Operational Risk, Regulatory developments and Data Risk Office

David O'LEARY Overseeing Austrian market: Retail Sales, Customer Care Center, & Strategic Initiativesacross

(Domestic Retail & SME) the BAWAG P.S K., easybank, PayLife and start:bausparkase channelsand brands
SatSHAH Overseeing Germany, Switzerland, & Western European markets managingthe easyleasing,

. . Qlick, BFL Leasing, Studwestbank, Health AG, Zahnarztekasse and start:bausparkasse
(International Retail & SME) products, channels,and brands

Enver SIRUCIC Accounting, Financial Planning & Analysis, Investor Relations, Strategy, O perations Group,
(CFO) Treasury Group,and Austrian Corporates & Public Sector

Andrew WISE Chieflnvestment Officer overseeing all International Corporate Lending, Asset Backed
(C10, Non-Retail Lending)  Lending, & North American Markets

Entire Managing Board Internal Audit, Compliance & AML Office
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consolidated financial statements. Members not listed in
the following do not have anycomparable functions:

The following describes the Supervisory Board mandates
and comparable functions of Managing Board members
per31 December2019 at other Austrian or foreign stock

corporations, which are notfully consolidated in the

David O’LEARY

Name of the company
Amundi Austria GmbH

BAWAG P.S K. Versicherung AG
Sat SHAH

Name of the company

BAWAG P.S .K.Versicherung AG

MANAGING BOARD MEETINGS AND COMITEES

Managing Board Meetings/
Extended Managing Board Meetings

The Managing Board of BAWAG meets on a weekly
basis. BAWAG has also introduced Extended Managing
Board Meetingswhich are held approximately 8 times
peryear.In these all-day sessions, the Managing Board
and executive leadership teamacross BAWAG Group
discussa varietyoftopics from M&Aand integration,
technology developments, branch transformation, retail
partnerships, talentassessment and development,
regulatorydevelopments,and keyrisk topics amongst
otherthings.

Function
Supervisory Board member
Supervisory Board member

Function
Supervisory Board member

The following committees exist at the level of BAWAG's
Managing Board:

» Strategic Asset Liability Committee (S-ALCO)

» Enterprise Risk Meeting (ERM)

» Credit Approval Committee (CAC)

» Non-Financial Riskand ESG Committee (NFR &
ESGC)

The Managing Board committees consist ofall members
of the Managing Board and further voting and non-voting
membersof BAWAG’s senior staff/designated experts
(e.g. BAWAG's ESG Officers). Theyare chaired by the
CEO orthe CRO. The following section describes the
main responsibilities ofthese Managing Board
committees.
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Strategic Asset Liahility Committee (S-ALCO)

The Strategic Asset Liability Committee (S-ALCO)is in
charge ofstrategic capital and liquidity planningas well
as operational aspects ofasset and liability management.
In this capacitythe S-ALCO approvesinterestand FX/
limit fortradingand managed bank books. With respect
to liquidity, capital and interest, the S-ALCO approves
liquidity costs, capital costsand internal reference rates.
It further determines parameters for measuringinterest
risk, liquidity risk and foreign exchange risk and monitors
risk metrics bywayofregularreports. The S-ALCO is
chaired bythe CEO and meets ona monthly basis.

Enterprise Risk Meeting

The maindutiesofthe Enterprise Risk Committee (ERM)
arerisk limitsettingforthe overall bank, approval ofthe
risk strategyand determination ofthe risk appetite,
approval of capital allocation within the ICAAP
framework. The Committee is further responsible for
credit guidelines, strategiesand reviews and approves
policies, proceduresand underwriting guidelines/models.
The ERM is chaired bythe CEO and meets ona monthly
basis.

COMPLIANCE

As a listed company, BAWAG Group AG is obliged to
ensure the highestcompliance standards.

The Compliance Office reportsdirectlyto the Managing
Board and the Audit and Compliance Committee. The key
responsihilities ofthe Compliance Office are prevention of
insiderdealingand market manipulation and managing of
conflictsofinterest. The Compliance Policy ensures
observation oflegal and proper conduct obligations, as well
as the identification and prevention of conflicts ofinterest.

Credit Approval Committee

The Credit Approval Committee (CAC) decides on
financingtransactions above a certain threshold and on
the approval ofloan applicationswithin the authorities
defined in the Competence and Power Regulation. The
committee is chaired bythe CRO and meetsweekly.

Non-Financial Risk and ESG Committee (NFR & ESGC)

The Non-Financial Risk and ESG Committee (NFR &
ESGC)isinchargeofnon-financial riskand ESG related
topics. In particular, it discusses the bank-wide non-
financial risk assessment (as part ofthe Group Risk
Strategy), significant outcomes ofsub risk self-
assessments, large-scale marketing campaigns, changes
in regulatory requirements and topics with regards to
cybersecurityand data privacy. Furthermore, the NFR &
ESGC reviews and acknowledges reports on inter alia,
OpRisk, conducted productimplementation processes,
complaintmanagementreports and regular reports on
cybersecurityand data privacy matters. It also receives
regular updates from BAWAG's ESG Officerson ESG
related topicsand discusses the groupwide ESG strategy.
The NFRCis chaired bythe CRO and meetsona bi-
monthly basis.

In accordance with the Austrian Stock Exchange Act,
personal tradesin shares of BAWAG Group AG by members
of the Managing Board and Supervisory Board as well as
theirrelated personsare published on BAWAG Group’s
website

(https:/Awww.bawaggroup.com/BAWAG GROUP/IR/EN/Corpo
rate_Governance/Mandatory_Disclosures/404218/directors-
dealings-eng.html).
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SUPERVISORY BOARD MEMBERS
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Per31 December2019, the Supervisory Board was composed ofthe following members:

SUPERVISORY BOARD of BAWAG Group per 31 December 2019

Name Function

Egbert FLEISCHER Chairperson

Kim FENNEBRESQUE Deputy Chairperson
Frederick S.HADDAD Member

Adam ROSMARIN Member

Ingrid STREIBEL-ZARFL
VerenaSPITZ

Delegated bythe Works Council
Delegated bythe Works Council

. Date of first End of
Year of Birth appointment current tenure

1957 15.09.2017 2
1950 15.09.2017 2
1948 15.09.2017 1
1963 15.09.2017 2
1959 25.10.2017

1970 25.10.2017

Members who left the Supervisory Board in the financial year 2019

Name Function

Pieter KORTEWEG Chairperson

Christopher BRODY Deputy Chairperson

Beatrix PROLL Delegated bythe Works Council

Independence of Supervisory Board Members

According tothe company's “Independency criteria for
membersofthe Supervisory Board of BAWAG Group AG”,a
member ofthe Supervisory Board shall be deemed
independentifsaid memberdoes nothave any businessor
personal relations tothe companyorits Managing Board
that constitute a material conflict ofinterestsand are
therefore suited toinfluence the behavior ofthe member.
The Supervisory Board shall also follow the guidelines
below when definingthe criteria forthe assessmentofthe
independence ofa memberofthe Supervisory Board:

» The Supervisory Board memberhas notbeen a member
of the Managing Board or Managing Directorora
management-level staffofthe companyora subsidiary
in the two years priorto the appointment.

The Supervisory Board memberdoes notmaintain or
has not maintained in the pastyearanybusiness
relations with the companyorone ofits subsidiaries to
anextent ofsignificance forthe memberofthe
Supervisory Board. This shall alsoapplyto relationships

v

v

v

v

End of tenure
12.12.2019
12.12.2019
12.12.2019

with companies in which a memberofthe Supervisory
Board has a considerable economic interest, but not for
exercisingfunctions in the bodies ofthe Group. The
approval ofindividual transactions by the Supervisory
Board pursuanttoL Rule 48 doesnot automatically
mean the person is qualified as notindependent.

The Supervisory Board member has notacted asa uditor
of the companyorhas owned a share in the auditing
companyorhasworked thereas an employee inthe
pastthreeyears.

The Supervisory Board memberis nota memberofthe
Managing Board ofanothercompanyinwhicha
memberofthe Managing Board ofthe companyis a
Supervisory Board member.

The Supervisory Board member has notbelonged to the
Supervisory Board ofthe companyformore than 15
years. This shall not applyto Supervisory Board
memberswhoare shareholderswith an entrepreneurial
investmentinthe companyorwho representthe
interests ofsuch a shareholder.
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» The Supervisory Board memberis nota close family
member (direct descendants, spouses, companions,
parents, uncles,aunts, siblings, nieces, nephews) ofa
memberofthe Managing Board ofthe companyor of
personswhoare ina position described in the points
above.

The following membersare regarded as independent
pursuanttoC Rule 53:

Independence of Supervisory Board members

Name Independent
Egbert FLEISCHER YES
Kim FENNEBRESQUE YES
Frederick S.HADDAD YES
Adam ROSMARIN YES

Supervisory Board Mandates and Comparable Functions at Listed Companies

The following describes the Supervisory Board mandates
and comparable functions of Supervisory Board members
atlisted companiesin Austria and abroad as atthe date
hereof.

Kim FENNEBRESQUE
Name of listed company
Ally Financial
BlueLinxHoldings

Supervisory Board Activity Report
In 2019 the Superisory Board convened for six meetings,

one conference call and adopted two resolutions via circular
resolutions. Except for one Supervisory Board member who

missed one session, Supervisory Board members attended all
ofthe meetings ofthe Supervisory Boardandits committees.

Accordingly, no memberofthe Supervisory Board failed to
personally attend more than halfofthe meetingsofthe
Supervisory Board.

The Supervisory Boardfocused on the annual financial
statementsandthe consolidated financial statementsfor
2018. The Supervisory Board discussed the a ppointment of

the externalauditor for 2020. Other material topics which the

Supervisory Boarddealtwithwere BAWAG Group’s strategy
(including the risk strategy which is approved by the
Supervisory Board), the preparation and execution ofthe
voluntary partialtender offer, M&A and integration (BFL
Leasing GmbH, Health Coevo AG and Zahnéarztekasse AG),
discussions on the 2020 budgetand the mid-term plan and

Membersnot listed in the followingdo nothave any
functions at listed companies.

Function
Member
Chairperson

topicsrelatedto the board’s self-evaluation and succession
planning. Furthermore, the Supervisory Board was regularly
informed about the SREP processandthe new branch
concept(Concept21) and received updates regarding the
successfulrelocation to the new headquarters (ICON) and the
implementation ofthe technology roadmap.

The Supervisory Board has the following committees:

» Auditand Compliance Committee
» Risk and CreditCommittee
» Nomination and Remuneration Committee

All committees re porttheir discussions and decisions to the
entire Supervisory Board toensure thatthe Supervisory
Board is aware ofthe topics presented in the respective
committees. The following section describes the composition
and the activities of the respective committees.



Audit and Compliance Committee

Name Function
Adam ROSMARIN Chairperson
Egbert FLEISCHER Member
FrederickS.HADDAD Member

Ingrid STREIBEL-ZARFL Delegated bythe Works Council
VerenaSPITZ Delegated bythe Works Council

Decision Making Powers

The Auditand Compliance Committee reviewsthe
company’'s accountsand the annual financial statements
and monitors the company’sinternal control systemas well
asthe independenceand work ofthe external auditor. The
Auditand Compliance Committee prepares the auditor
selection process, receives regular reports on
compliance/AML/cybersecurityand data privacytopics and
approvesthe annual auditplans of Internal Audit and the
Compliance Office. The Head of Internal Audit, the
Compliance Officerand the external auditor have direct
access to the Chairperson and members ofthe Auditand
Compliance Committeeand, oncea year, hold a private
session with the Auditand Compliance Committee.

Activity Report 2019

The Auditand Compliance Committee held four meetings
and adopted oneresolution via circular resolution. The
Auditand Compliance Committee discussed the quarterly
reports by Internal Audit and the Compliance Office as well
as the 2020 audit plansofInternal Auditand of
Compliance. The annual audit process for 2019 wasalso
monitored. Furthermore, regular updates on legal issues,
complianceand AMLtopics were given, including updates
on cybersecurityand data privacy. The external auditoras
wellas the Head of Internal Audit attended all meetings.

Risk and Credit Committee

Name Function

Frederick S.HADDAD Chairperson

Kim FENNEBRESQUE Member

Adam ROSMARIN Member

Ingrid STREIBEL-ZARFL Delegated bythe Works Council
VerenaSPITZ Delegated bythe Works Council

CORPORATE GOVERNANCE

Decision Making Powers

The committee advises the Supervisory Board on the
currentand futurerisk-bearingability ofthe Groupand
monitorsthe effectivenessand efficiency ofthe risk
management systems and compliance with the legal
provisions and regulatory requirements. It receives
quarterlyrisk reports and prepares,on an annual basis, the
risk planning guidelinesand therisk strategywhich are
subsequentlyapproved bythe entire Supervisory Board.

Activity Report 2019

The Risk and Credit Committee discussed the Group Risk
Reports, which include the calculation ofthe risk -bearing
capacityand reports on credit, market and operational risk.
In addition, the 2019 credit risk validation re ports,an
update onregulatorytopics, implications of Brexit, IRB
models and the resultofon-site inspections were presented
to the Risk and CreditCommittee, it also prepared the risk
planning guidelines and the risk strategy of BAWAG Group.

Nomination and Remuneration Committee

Name Function
Egbert FLEISCHER Chairperson
Kim FENNEBRESQUE Member
Frederick HADDAD Member

Ingrid STREIBEL-ZARFL Delegated bythe Works Council
VerenaSPITZ Delegated bythe Works Council

Decision Making Powers

The Nomination and Remuneration Committee deals with
Managing Board succession planningand the regular Fit &
Proper evaluation of Managing Boardand S upervisory Board
members. The committee further deals with the general
principles ofthe company’s remuneration policy. It also
monitorsthe remuneration policy, remuneration practices
and remuneration-based incentive structures pursuantto
section39¢c BWG. It also supportsthe Supervisory Boardin
preparing recommendationsto the General Meeting with
respect to new Supervisory Board candidatesand discusses
succession planning topicswhich are re ported to the entire
Supervisory Board.
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Activity Report 2019

The Nomination and Remuneration Committee held three
meetings. The Nomination and Remuneration Committee
approved amendments ofthe remuneration policyand
acknowledged the mandates of Managing Board members

which theyhold outside BAWAG Group. In addition, the
annual Fit & Properassessmentofthe Supervisory Board
and the Management Board memberswas performed. The
Committee (formerly: Committee for Management Board
Matters) also dealt with BAWAG's succession planning.

INFORMATION ABOUT THE REMUNERATION OF THE MANAGING BOARD

AND SUPERVISORY BOARD

Fortheiractivities asmembers ofthe Supervisory Board of
BAWAG Group AG during the reporting period, members of
the Supervisory Board were entitled to the following
remuneration:

Remuneration for financial year 2019

in € thousand Remuneration

Pieter KORTEWEG 87.50
Christopher BRODY 78.75
Kim FENNEBRESQUE 57.50
Egbert FLEISCHER 81.25
Frederick S.HADDAD 52.50
Adam ROSMARIN 56.25

The remuneration policy of BAWAG Group determinesthe
principles ofthe compensation of Managing Board
membersin compliance with the European and Austrian
legal framework. The remuneration policy is compatible
with an effective risk management. It is designed toalign
the personal objectives ofthe Managing Board members
with the long-term interests of BAWAG Group and toensure
anappropriate balance between fixed and variable
remuneration components. The variable remuneration, if
any, is determined on the basis ofthe individual's success
(in quantitative and qualitative terms)as wellas onthe
success ofthe company. Qualitative targets include
improvementsin leadership, culture, compliance and
integrity. In addition, the resultsof internal and external
audits, on-site reviews by regulators and the overall
fulfillmentofcompliance requirements are considered. In
deciding onanyawardsofa variable compensation to
membersofthe Managing Board, the Nominationand
Remuneration Committee takesintoaccountapart from the
evaluation ofthe performance criteria, the market situation
and markettrends, the appropriateness of bonus
payments, the risk trends and the strengthening ofthe
equity base. Payments of contributions to pensionsfunds
have been agreed with the members ofthe Managing
Board individually. In case oftermination oftheir function,

entitlementsand claims of members ofthe Managing
Board willalso be agreed on anindividual basis. Managing
Board and Supervisory Board members are covered bya
D&O insurance.

To the extentManaging Board members are granted an
annual bonus award, such annual bonus award is
distributed overa period offive years. The annual bonus
award,ifany,is composed ofa cash award and a phantom
share award. The phantom share award shall be at least
50% of the annual bonus award. The proportion of
phantom sharesofthe variable compensation foridentified
staffleadstoa high level ofalignment between the interests
of the management and the shareholders focused on a
growth ofthe corporate value asexternallycommunicated
to the shareholders.

Forthe years 2017 through 2020 a long-term incentive
program (“LTIP") was implemented to reward Managing
Board membersfor sustainable long-term performance of
BAWAG Group as the performance target is based on the
three-year average pre-taxearnings pershare. Inthe case
of long-term corporate success Managing Board members
are awarded 50% in shares and 50% in phantom shares or
optionally 100% in shares of BAWAG Group subjectto
applicable deferral and retention periods.

Pursuantto regulatory requirements the ratio between
variable tototal fixed remuneration is generally limited to
100%.However, shareholders mayresolve that the
maximum ratio offixed to variable remuneration is 200%.
Suchshareholders’ approval has been obtained.

The Nomination and Remuneration Committee deals with
individual matters ofremuneration for Managing Board
members, which also monitors the im plementation ofthe
remuneration policyand submits regular reportson its
activities tothe Supervisory Board.



The provisions ofthe Directive (EU) 2017/828 (Shareholder
Rights Directive Ilor SRD Il) were implemented in the
Austrian Stock Corporation Act (“AktG”) in Sections 78a
and followingand applyto issuers which havetheir
registered seatin the European Union and theirshares
listed on a regulated market situated or operatingwithin a
member state. Shareholders have therightto voteonthe
company’s remuneration policy with respect to Managing
Board membersand Supervisory Board membersand the
right to vote on the company’s re muneration re port.

The remuneration policy for Managing Board members

pursuanttoSection 78a AktG (“MB Remuneration Policy”)
will be presented to the shareholders for the first time at the
Annual General Meeting 2020 for voting and subsequently

CORPORATE GOVERNANCE

atleasteveryfourth financial yearorearlier,in case
material changes to the MB Remuneration Policyare
made. The established remuneration policy pursuant to
Section 39b BWG will continue to exist in addition tothe
MB Remuneration Policy.

The Managing Board Remuneration Policy has been
aligned with the content ofthe remuneration policy
pursuanttoSection 39b BWG toensure compliance with
the legal provisions and regulatory requirements.

In accordance with the provisions ofthe Shareholder Rights
Directive IBAWAG Group AG will publish a remuneration
report pursuant to Sections 78c and following AktG for the
firsttime atthe Annual General Meeting 2021.

The remuneration ofthe membersofthe Managing Board is illustrated in the table below. The Management Board has
waived potential bonuses for 2019 to addressthe current macroeconomic environmentand accelerate the continued

transformation ofthe Group.

Remuneration for financial year 2019

Fixed
in € thousand salaries Other remuneration Bonus Total
Anas ABUZAAKOUK 3,000 1,920 0 4,920
Stefan BARTH 1,500 420 0 1,920
David O'LEARY 1,750 1,420 0 3,170
EnverSIRUCIC 1,500 400 0 1,900
SatSHAH 2,250 1,860 0 4,110
Andrew WISE 2,250 1,530 0 3,780
Total 12,250 7,550 0 19,800
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REFINEMENT OF THE DIVERSITY RULES

Rule L 52, which was incorporated from Sec 87 para 2a of
the Stock Corporation Act, requires thatthe aspects of
diversity be appropriatelytaken into consideration in the
Supervisory Board with regard to the re presentation of both
genders andtheagestructureand, at listed companies,
also with regard to the internationality ofits members.

According tothe interpretation ofthe Austrian Working

Group for Corporate Governance, the individual bodies to
whom each rule is addressed are responsible for
compliance with Corporate Governance principles pursuant
to Rule C61. Although Rule L 52 is not directly binding for
shareholders, compliance with Corporate Governance
principles should be strived for bythe companyin general.
To this end, the shareholders should be encouraged to

implementthe rule, forexample, by referring to itat the
Annual General Meetingorin the published documents for
the Annual General Meeting. Compliance with the ruleis
therefore achieved by making reference atthe Annual
General Meeting orinthe documents forthe Annual
General Meeting tothe principlesforappointing members
to the Supervisory Board including the im portance of taking
appropriate consideration ofthe aspects ofdiversity.

BAWAG Group takes intoaccount the members’ expert
knowledge, gender, internationality, age structure and
professional reliability. The Nomination and Remuneration
Committee hasdefined a target ratioforthe
underrepresented genderamong the Supervisory Board
andthe Managing Board.



MEASURES TAKEN TO PROMOTE W
THE SUPERVISORY BOARD AND IN
The preamble ofthe Code governs companies’
responsibility toward societyand recommendsthat
appropriate voluntary measuresand initiatives be taken
such asto reconcile workand familylife. Accordingto Rule
L 60, the Corporate Governance Re port mustcontain
measures taken to promote women on the Managing
Board, onthe Supervisory Board and in management
positions as well as in keyfunctionswithin BAWAG Group.

BAWAG Group makes effortsto implementinitiativesand
measures aimed, forexample, at increasing the number of
women in management positions.

Women’s promotion program

Since 2012, BAWAG has had a women’s promotion
program,which wasjointlyevaluated bythe BAWAG P.S K.
Women'’s Initiative and the works councilin 2018 and was
agreed inwritingwith BAWAG P.S K.

It serves as a binding framework to promote equalityand
equal opportunities forwomen and men inthe enterprise.

The women’s promotion programis based on four
principles and concrete measures:

» Awareness raising

» Same careeropportunities

» Financial equality

» Promotinga better balance between careerand family
forwomenand men

One keyaspectofthe women’s promotion planhasbeen to
encourage women to participate in personneldevelopment
programs. Therefore, the balanced mixof male andfemale
in all development programsis considered.

BAWAGPS.K. Women's Initiative

BAWAG P.S .K.Women's Initiative is a network of expertsand
female managers fromall areas of the bank supported by the
Managing Board of BAWAG Group. The initiative aimsto
promote equality forwomenin BAWAG Group in the form of
achieving career goalsin managerial or expert positions,
monetary equality, and compatibility of familyandwork. Its
actions further facilitate the exchange of experience and
knowledge aswellas networking within and outside the
company.

O
M
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ON THE MANAGING BOARD,

EN
NAGEMENT POSITIONS

BAWAGPS.K. Women MentoringProgram

To raise the gender diversity awareness within the
organization, BAWAG Group hasset up a women mentoring
program, having accompanied 86 womensince 2013. In
2019, the sixth round started. Austrian top managersfrom
various industries support 12 female managersand top
performers from BAWAG Group throughout oneyearas
mentors. The program is accompanied by knowledge
trainings and specific workshops.

In addition, the Bank offers women-specific business
workshopstoallfemale employees.

BAWAGPS.K. Women’'s Prize

The BAWAG P.S.K. Women'’s Prize which has been awarded
since 2013 recognizes o utstanding achievements by women
or special commitmentto positioning women in society.

With this € 5,000-award, BAWAG Groupencourages women
and organizations to tackle challenging and innovative
projects, especiallyin the areas of

science,journalismandart,

social commitment,

intercultural understanding,

promoting equality of opportunity between women and
menand

» creatingawareness forthe role ofwomen in the
professional environment.

v v v Vv

The BAWAG P.S.K.Women's Prize this year was dedicated to
educationasthe best future investmentand was awarded for
the seventh time by the BAWAG P.S .K. Women's Initiative.

Karoline Iber, Managing Director of the Children's Office of the
University of Viennaand founder ofthe Children's University
ofVienna (KinderuniWien), received the BAWAG P.S K.
women'sawardfor herworkin the education sector. The
KinderuniWien offersinnovative childcare, designs and
implements projectsin the field of science communication
and science education for childrenandadolescentsand
implements a variety of projectsin the field of democracyand
media education.
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Audit family and career

BAWAG P.S .K.is committed to enablinga good work-life
balanceand creatinga family-friendlywork environment.
BAWAG P.S .K.was audited and distinguished by the
MinistryofScience, Research and Economyas a “family-
friendlycompany.”

Following the expiration ofthe three-year basic certificate
BAWAG P.S .K.successfullycompleted the re -auditing

process atyear-end 2016. Various measures have been
implemented by 2019 and BAWAG P.S K. will startthe new
re-auditing cyclein 2020.

In conjunction with the “berufundfamilie” careerand family
audit, BAWAG P.S .K.also joined the “Network of Family-
FriendlyCompanies”.



REPORT FROM THE CHAIRMAN OF THE SUPERVISORY BOARD

REPORT FROM THE CHAIRMAN OF THE

The Supervisory Board of BAWAG Group AG properly
fulfilled all duties incumbent upon it by law, its Articles of
Association and its Rules of Procedure. The Managing
Board informed the Supervisory Board ofall material issues
in a timelyand comprehensive manner eitherin writing or
verbally. In addition to periodic meetings, the Chairmen of
the Supervisory Board, the Audit and Compliance

SUPERVISORY BOARD

As 0f31 December 2019, the Supervisory Board consisted
ofsixmembers. The Supenisory Board focused on the
annual financial statements and the consolidated financial
statementsfor 2018 and discussed the appointmentofthe
external auditor for 2020.

Othermaterial topics which the Supervisory Board dealt
with were BAWAG Group’sstrategy, the preparationand
execution ofthe voluntary partial tender offer, M&Aand

SUPERVISORY BOARD

Committee and the Riskand Credit Committee discussed
current business matterswith the Managing Board
members. Further detailsregarding the composition ofthe
Supervisory Board and itscommitteesas well astheir
working proceduresare disclosed under Corporate
Governanceinthis report. The Managing Board was
continuously monitored and regularly advised.

integration (BFL Leasing GmbH, Health Coevo AG and
Zahnéarztekasse AG), discussions on the 2020 budget and
the mid-term plan and topics related tothe board’s self-
evaluation and succession planning. Furthermore, the
Supervisory Board was regularly informed about the SREP
process and the new branch concept (Concept 21) and
received updates regarding the successful relocation to the
new headquarters (ICON)and the implementation ofthe
technology roadmap.

SUPERVISORY BOARD COMMITTEE MEETINGS

Audit and Compliance Committee

The Audit and Compliance Committee discussed the
quarterly re ports by Internal Auditand the Compliance Office
aswellasthe 2020audit plans of Internal Audit and of
Compliance. The annual audit process for 201 9wasalso
presented. Furthermore, regular updates on legal issues,
compliance and AML topics were given, including updates on
cybersecurity and data privacy. The externalauditor aswellas
the Head of Internal Auditattended all meetings.

Risk and Credit Committee

The Risk and Credit Committee discussed the Group Risk
Report,which includes the calculation ofthe risk-bearing
capacityand reports on credit, market and operational risk.
In addition,an update on Brexit, IRB modelsas wellasthe

risk planning guidelinesof BAWAG Group were presented
to the committee.

Nomination and Remuneration Committee

The Nomination and Remuneration Committee approved
amendments ofthe remuneration policy and acknowledged
the mandates of Managing Board members which they
hold outside BAWAG Group. Inaddition, the annual Fit &
Properassessment ofthe Supervisory Board and the
Management Board memberswas performed. The
Committee (formerly: Committee for Management Board
Matters) also dealt with BAWAG's succession planning.

All committees also re ported their discussionsand
decisions tothe entire Supervisory Board.
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ANNUAL FINANCIALSTATEMENTS

The annualfinancial statementsandthe consolidated annual
financial statementsfor2019were audited by KPMG Austria
GmbH Wirtschaftsprifungs- und Steuerberatungs-
gesellschaft headquartered in Vienna. The audit revealed no
reasonforobjections. The legal regulations were complied
within full,and an unqualified auditor's opinion wasissued.
Afteran in-depth discussion, the Supervisory Board
approvedand adoptedthe annual financial statementsin
accordance with Section 96 Para 4 Stock CorporationAct. In
addition, the Supervisory Board reviewed the separate
consolidated non-financial re port. The consolidated financial
statementswere noted by the Supervisory Board.

In conclusion, lwould like to express mysincere thanks to
the Managing Board aswell as allemployees within
BAWAG Group on behalfofthe entire Supervisory Board for
their performance and sustained commitment in 2019.

March 2020

Egbert Fleischer
Chairman ofthe Supervisory Board of BAWAG Group AG
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ECONOMIC DEVELOPMENTS

Macrotrends

Despite a weakening growth momentum, economic
conditions continued to be solidin Austria throughout the
year2019. Austria’srealgross domestic productgrowth
reached a rate ofaround 1.6%, thusclearly outpacing
growthinthe Euro areaasa whole. The relatively sound
growthwas driven by solid growth in private consumption
and strong service exports while manufacturing output
declined in the second half2019. Private consumptionwas
supported by population growth, a decrease in the
unemployment rate, real wage growthanda stable savings
rate. Corporates aswell as private households continued to
prove financiallysound. On the back ofincreasing revenues,
government finances concluded theyear 2019with a
relatively balanced budget. The debtto GDP ratio decreased
to below 70% and is expectedto decrease further. The
DACH region comprises a market with a populationofmore
than 100 million, more than € 4.5 trillion in GDP and
representsa commoncultural and lingualareawitha GDP
per capita significantlyabove the euro area aggregate, a
sound labor market and healthy government finances. GDP
growthin Germanyreached 0.6% in 2019driven by softer
international trade and uncertainties surrounding the
automotive sector. The labor marketis at full employment.
Government finances in Germanyand Austria are well
balanced, representingample capacities to expand spending
activitiesin 2020 and beyond by infrastructure investments,
taxcutsand other forms of government spending.

Market developments

The stable economic environmentin 2019 resulted in solid
loan demand from private householdsin the Austrian
lending market. The outstanding volume ofloans for
housing purposesincreased in line with real estate prices,
while loan volumesfor non-housing purposes increased at
a slower pace atsimilarrates as consumer price inflation.

ECONOMIC AND REGULATORY DEVELOPMENTS

Real estate pricescontinued to increase, with pricesin
Vienna growing strongerthan in overall Austria. De posits
from Austrian householdsincreased despite the low-
interest rate environment. Growing investments were
accompanied byincreasing loan demand from Austrian
corporations. Home ownershipaswell as the ratio of
housingloansto GDP remain lowin Austria compared to
the European average. The number of branches of Austrian
banks continued to decline in 2019, with one in five
branches beingclosed since 2012. The overall balance
sheet ofthe Austrian banking sectorincreased driven by
growth in customerassets. Global liquidity conditions
remained ampleand interestratesremained low in 2019.
Political risksand signsofdecelerating global economic
growth momentumonthe one hand sideand monetary
easing measures from central banksincludingthe US Fed
andthe ECBonthe other hand side dominated the market
sentimentin 2019. Overall, risk premia on financial
markets decreased throughout the year 2019.

Outlook

The global measuresto counter contagion of the coronavirus
(COVID-19) have resulted in subdued socialand economic
activityin variousregionsacrossthe world thatwill have
adverse effectson globaleconomic growth. In addition,
uncertainty on the further developmentofthe situation has
resulted in a significantdeterioration in marketconfidence.
The degree oftheimpacton the globaleconomyand
financial markets is yetto be seen. Central banksincluding
the ECB, the United States Federal Reserve and the Bank of
England have im plemented further expansionary monetary
policysuch asinterest rate cuts, asset purchasesand
generous liquidity facilities for commercial banks.
Additionally, governments are expected to implement
stimulus measuresandsupportthe hardest hitsectorsofthe
economy.



REGULATORY DEVELOPMENTS

The ECB continued its direct oversightofthe Eurozone’s
main credit institutions, including BAWAG Group, under the
Single Supervisory Mechanism (SSM). The main
supervisory prioritiesin 2019 were economic, political and
debt sustainabilitychallenges in the euroarea, business
model sustainability, cybercrime and IT deficiencies.

Due to the withdrawal ofthe United Kingdom (UK) from the
European Union (EU) uncertaintiesexistnot only on the
financial markets about the future status ofthe UK, but
also within the regulatory environment. In orderto assess
the impactofBrexit onthe UK operationsand to reflect
potential risks, BAWAG Group has established a Brexit
team, supported byexternal advisers in Austriaand inthe
UK. Accordingto the UK supervisoryauthorities there will
be a Temporary Permission Regime (TPR) for credit
institutions during the first 2 years afterthe current
transitional period. The transitional period, during which EU
law will continue toapplyto the UK underthe termssetout
in the Withdrawal Agreement Act,isdue toendat 11pmon
31 December2020. According tothe withdrawal
agreementthe period can be extended untilend 0f2022.
BAWAG Group applied forthe TPR and the competent
authoritiesin UK—PRA and FCA — confirmed TPR for
BAWAG Group. Due to the size ofthe UK branch of BAWAG
Groupandthe fact thatbusinessactivities in UK are
carried out bythe branch as anagent for BAWAG P.S K.
even the effectswithoutthe TPR willcause a minor
organizational impact.

In June 2019 EBA launched a consultation on the
guidelines on loan origination and monitoringin EU. The
draft guidelines specify the internal governance
arrangementsfor granting and monitoring of creditfacilities
throughout their life cycle. These guidelines applyto the
risk management practices, policies, processes,and
procedures forloan origination and for monitoring of
performing exposures, along with theirintegration intothe
overall management and risk management framework. The
guidelines willapplyas of 30 June 2020.

Furthermore, in 2019 the supervisoryauthorities, in detail
EBA, ECBandthe European Commission, continued to

GROUP MANAGEMENT REPORT

enforcethe Action Plan on reducing non performing
exposures (NPE) inthe EU. The keyareas include
sufficientloss coverage by banks for future NPE,
development ofa secondary market for NPLs and
facilitating out-of-courtcollateral enforcement, supervisory
expectations for prudential provisioningof NPEs and the
management of NPE by banks with high NPL rates.

On1 July 2019 BaFin setthe relevantnational
countercyclical capital buffer from 0.00% to 0.25%,
applicableas of 1 July 2020. As this onlyincludes
exposures in Germany, the German business of BAWAG
Group will be affected.

In November 2016 the European Commission published a
so-called Banking Package with amendments ofthe CRR
(so-called CRR llor Regulation (EU) 2019/876),CRD IV
(so-called CRDV or Directive (EU) 2019/878) and BRRD
(so-called BRRD llor Directive (EU) 2019/879). The
negotiations on the proposals between The European
Council,the European Parliament and the European
Commission started in July 2018 and were finalized by
middle 0f2019. The Banking Package was published in
the Official Journal ofthe EU and is partlyapplicable since
June 2019.

Changesinthe CRRand CRD includethe introduction of
the leverage ratio, the net stable fund ratio, a revised SME
supporting factorand amendments ofthe bufferregime.
While parts of CRR Il are alreadyapplicable, other chapters
willapplyas of28June 2021.CRD V onthe otherhand
has to be implemented byall EU member states until 28
December2020. While thealreadyapplicable partswere
implemented by BAWAG Group, we finalized a gap analysis
and expectonlya de minimis impact ofthe further
amendments.

We will continue to proactively monitorand implement the
upcomingregulatorychangesona regular basis and to
considerthemin our business plansaccordingly. Due to its
strong capital position and profitable business model,
BAWAG Group considers itselfwell prepared forthe
upcomingrequirements.
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Profit or loss statement

in € million 2019
Interestincome 1,154.1
Interestexpense (278.7)
Dividend income 3.6
Net interest income 879.0
Fee and commission income 374.7
Fee and commission expenses (91.2)
Net fee and commission income 283.5
Core revenues 1,162.5
Gains and losses on financial instruments and
otheroperatingincome and expenses! e
Operating income 1,240.5
Operating expenses? (529.7)
Regulatory charges (42.4)
Operating profit 668.4
Total risk costs (69.3)
Share ofthe profit orloss ofassociates 50
accounted for using the equity method ‘
Profit before tax 604.3
Incometaxes (145.0)
Profit after tax 459.3
Non-controlling interests (0.2)
Net profit 459.1

2018 Change Change (%)
1,141.4 12.7 1.1
(309.5) 30.8 (10.0)
8.6 (5.0) (58.1)
840.5 385 4.6
3729 1.8 05
(90.1) (1.1) 1.2
282.8 0.7 0.2
1,123.3 39.2 35
47 4 306 64.6
1,170.7 69.8 6.0
(517.9) (11.8) 23
(40.1) (2.3) 5.7
612.7 55.7 9.1
(45.1) (24.2) 53.7
5.1 0.1 2.0
572.7 31.6 5.5
(136.2) (8.8) 6.5
436.5 22.8 5.2
0.0 (0.2) >(100)
436.5 22.6 5.2

) Inaccordance with IFRS, the item Other operating income and expenses also includes regulatory charges in the amount of € 38. 2 million for 2019. The

item Operating expenses includes regulatory charges inthe amountof €4.1 m

illion for 2019 as well. However, BAWAG Group’s management considers

regulatory charges as a separate expense. Accordingly, they are shown in a separate expense line in the Group Management Repo rt

Net profit increased by € 22.6 million,or5.2%, to

€ 459.1 millionin 2019, mainlydue to highernetinterest
income and gains and losses and other operatingincome
and expenses.

Net interest income increased by € 38.5 million,or4.6%,
to € 879.0 million in 2019 driven by Retail& SME and the

new acquisitions of start:bausparkasse Germanyin the third
quarter 2018, as wellas- primarily - BFL Leasing GmbH in
the secondquarter 2019.

Net fee and commission income re mained stable compared
to 2018.
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Gains and losses on financial instruments and other Zahnarztekasse AG in the firstquarter 2019 as wellas Health
operating income and expenses increased by € 30.6 million Coevo AG and BFL Leasing GmbH in the second quarter
to €78.0 millionin 2019. 2019.

Operating expenses increased by 2.3% to€ 529.7 millionin Total risk costs increased by € 24.2 millionto € 69.3
2019as a resultof new acquisitions of start:bausparkasse millionin 2019, partially related to one-offs addressing
Germanyinthethird quarter 2018, legacyNPL, in comparison to the lowrisk costs in 2018.

Income taxesamounted to € 145.0 million in 2019.

Total assets

in € million 2019 2018 Change Change (%)
Cashreserves 1,424 1,069 355 33.2
Financial assets
Held fortrading 353 351 2 0.6
Fairvalue through profitorloss 740 504 236 46.8
Fairvalue through OClI 3,631 3,039 592 195
At amortized cost 37,556 38,334 (778) (2.0)
Customers 30,467 30,482 (15) (0.0)
Debtinstruments 1,369 3,512 (2,143) (61.0)
Credit institutions 5,720 4,340 1,380 31.8
Valuation adjustment on interest rate risk
hedged portfolios S 1 N ~L00
Hedging derivatives 397 401 4) (1.0)
Tangible non-current assets 707 234 473 >100
Intangible non-current assets 569 505 64 12.7
Taxassets forcurrent taxes 15 15 0 0.0
Taxassets for deferred taxes 8 75 (67) (89.3)
Otherassets 257 170 87 51.2
Total assets 45,662 44,698 964 2.2
The position at amortized cost decreased by € 778 million, end 2018, whichis mainlya result ofthe first-time
or2.0% comparedto year-end 2018, and stood at € 37,556 application of IFRS 16 regulations and valuation effects of
millionas of31 December 2019. The customerasset investment properties.
remained stable, whereas debtinstruments decreased by
€ 2.1 billiondrivenby bond sales. Tax assets for deferred taxes decreased by € 67 million, or

89.3%,to €8 millionasof31 December2019.
Tangible non-current assetsincreased by€ 473 million to
€ 707 millionas of 31 December 2019 compared toyear-
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Total liabilities and equity

in € million 2019 2018 Change Change (%)
Total liabilities 41,834 40,693 1,141 2.8
Financial liabilities
Fairvalue through profitorloss 369 576 (207) (35.9)
Held fortrading 334 301 33 11.0
At amortized cost 38,543 38,325 218 0.6
Customers 30,378 30,195 183 0.6
Issued securities 5,080 3,849 1,231 32.0
Credit institutions 3,085 4,281 (1,196) (27.9)
gfsréaertwsmal liahilities associated with transferred 799 150 579 ~100
\ég:gfﬂgz adjustment on interest rate risk hedged 337 156 181 ~100
Hedgingderivatives 116 104 12 115
Provisions 480 465 15 3.2
Taxliabilities for current taxes 34 8 26 >100
Taxliabilities for deferred taxes 54 11 43 >100
Otherobligations 838 597 241 404
Total equity 3,828 4,005 (177) 4.4)
Common equity 3,527 3,706 (179) (4.8)
AT1 capital 297 298 (1) (0.3)
Non-controlling interests 4 1 3 >100
Total liabilities and equity 45,662 44,698 964 2.2
Financial liabilities at amortized cost increased by Other obligationsincreased in the amount of € 241 million
€ 218 million,or0.6%,to € 38,543 millionas of mainlyas a result ofthe first-time application of IFRS 16

31 December 2019 compared to year-end 2018, reflecting regulations.

the partial repaymentof TLTRO Il of € 1.75 billionand the

increasein issued securities with a Tier 2 issue of€ 400 Total equityincluding Additional Tier 1 capital stood at
million,a Senior Non-Preferred issue of € 500 million as € 3,828 millionasof31 December 2019, including the
wellastwocovered bondissuesof€ 500 million each. share buyback of € 400 million in the fourth quarter 2019.



CAPITALAND LIQUIDITY POSITION

Maintaining a strong capital position isconsidereda key
strategic priority for BAWAG Group. We have setourselves the
target of maintaininga CET1 ratioof 13% on a fully loaded
basis. Thetarget CET 1 ratio takesthe regulatory capital
requirementsintoaccount andis calibratedto leave a
conservative buffer above the minimum capital requirements
set bythe regulator.

For2020,the regulatory minimum CET 1 ratio applicable to
BAWAG Group accordingtothe SREP is 10.19% (based on
the Pillar 1 minimum of4.50%, a Pillar2 requirementof
2.0%, a capital conservation buffer of 2.50%, a systemic risk
bufferof 1.0% and a countercyclical bufferof0.19%1). The
Pillar 2 requirementwas reduced by 25 basis points
compared tothe previous year. In addition to the capital
requirement, the SREP for 2020 also includes a Pillar 2
guidance, whichissetat 1% for BAWAG Group. The regulator
therefore expects us tomaintaina CET1ratioof11.19%
(10.19% SREPrequirement plus 1% Pillar2 guidance).

The 13% CET1target ratio therefore represents a
management buffer of circa 280 basis points versus our
regulatory requirements (or approximately 180 basis points
taking Pillar 2 guidance into account), whichwe consider to
be a conservative level also compared to our competitors.

As 0f31 December 2019, a fullyloaded CET1ratio of
13.3%,a fullyloadedTier 1 ratio of 14.7% and a fully loaded
total capital ratioof 17.0% exceed both the target ratioand
the regulatory requirements detailed above. These ratios
considerthe dividend whichwill be proposed tothe AGM of
€ 230 million for2019 based ona 50% payout ratio of net
profit. Inthe fourth quarter 2019 we executeda € 400
million share buyback with the share capital reduced
effective 4 December2019.

Based onthefullyloaded capital ratios asof31 December
2019, the maximum distributable amountabove the
regulatory requirementsfor 2020 (Pillar 1 minimum ratios,
Pillar 2 requirement and combined buffer requirements) is
€ 623 million (after taking the € 230 milliondividend for
2019into account). Available distributable items asdefined
inArt. 4.1 (128) CRR onthe level of BAWAG Group AG
amount to€ 3,022 million as of 31 December2019.

Based on RWA as of 31 December 2019
Based on financial statements as of 31 December 2017
3 Based on financial statements as of 31 December 2018
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Ourstrong capital positionenables significantfurther growth
and our capitaldistribution strategy. We targetanannual
dividend payoutof50% of netprofitand aim to invest
additional excess capital above the CET1 target ratioin
organic growth and pursue earnings-accretive M&A atretums
consistentwith BAWAG Group’s RoTCE target. To the extent
excesscapital is notdeployed via suchorganic growthand
M&A, we are committed to distributing excess capitalto
shareholders, based ona yearlyassessmentin the form of
stock buybacks and/or special dividends.

In the second quarter 2019 BAWAG Group received itsfirst
formal MREL requirement from the Single Resolution Board
(“SRB”). The MREL requirementhas beenset at 11.94% of
Total Liabilitiesand Own Funds (TLOF) and is applicable on
the consolidated levelof BAWAG P.S.K.AG. Itis basedona
single point of entry resolution strategy with BAWAG P.S.K.as
the resolution entity. It was calibrated toequate toc. 256% of
RWA? This MREL decision does notcontain a subordination
requirement.

As 0f31 December 2019, BAWAG reported MREL eligible
instrumentsamountingto 13.7% of TLOF (or 30.2% of RWA)
andwastherefore in full compliance with the MREL
requirement, based onthe then applicable MREL decision.

In February 2020, BAWAG Groupreceived a new MREL
decision from the authorities. The new MREL decisionsetsan
MREL requirementof11.93% of TLOF, whichequatesto
circa25.7% of RWA3. In line with our expectation, the new
decision imposes a subordinationrequirementsetat8.19%
of TLOF orc.17.6% of RWA (ofwhich up to 2.2% of RWA
can be met with non-subordinated instruments) andapplies
the “hybrid approach” restricting the MREL eligibility to
instrumentsissued by BAWAG P.S .K. AG only (i.e. the point of
entry)®.

The new MREL decision supersedesthe previous MREL
decision from Q2 2019. The MREL requirements need to be
met bythe second quarter 2023, withno binding interim
targets setduring the transitional period.

Basedon financials asof31 December 2019andapplying
the hybrid approach anadditional €0.8bof MREL
instrumentswould be necessaryto meetthe 11.93% MREL
requirement (only binding from the second quarter 2023).

Own funds instruments (i.e. CET1 instruments, Additional Tier 1 & Tier 2)
remain eligible on a consolidated basis
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In line with our overall capital management approach, we
aim to proactivelytake measuresto address MREL
requirements on anaccelerated basis.

Ourfunding strategy continuesto be based on ourstable
customer de posits, which represent two thirds ofour
funding base. In additionto our strong depositbase, we
have been active in the intemational capital markets with a
numberofsuccessful transactions executed throughout
2019 acrossthe capitalstructure. We successfully placeda
€ 400 million Tier 2 issue, our inaugural Senior

Non-Preferred issue of € 500 million aswellas two covered
bond issuesof€ 500 million each.

BAWAG Group maintainsa conservative liquidity
managementstrategy, which is reflectedin our strong liquidity
coverage ratio (LCR) of 146% at theendof2019. BAWAG
Groupthereby significantly exceeds the regulatory LCR
requirementof 100%. No additional LCR requirementswere
imposed on BAWAG Group asa resultofthe SREP for 2019
and the SREPfor 2020.



KEY QUARTERLY PERFORMANCE INDICATORS

in €million

Netinterestincome

Net fee and commission income
Core revenues

Operating income

Operating expenses

Totalrisk costs

Profit before tax

Incometaxes

Net profit

(figures annualized)

Return on common equity?

Return on tangible common equity?
Netinterest margin

Cost-income ratio

Risk costs /interest-bearing assets
Taxrate

Q4
2019

223.9
70.0
293.9
3143
(133.9)
(25.0)
153.8
(37.4)
116.1

13.4%
16.0%
2.36%
42.6%
0.27%
24.3%

Q3
2019

220.0
70.8
290.8
314.9
(133.4)
(17.1)
163.5
(39.1)
1244

13.8%
16.4%
2.28%
42.4%
0.18%
23.9%

Q2
2019

220.6
70.0
290.6
313.0
(136.0)
(15.3)
160.0
(38.3)
121.7

13.7%
16.2%
2.30%
43.5%
0.16%
23.9%

Ql
2019

2145
72.5
287.1
298.3
(126.4)
(11.9)
127.0
(30.2)
96.8

11.0%
12.9%
2.26%
42.4%
0.13%
23.8%
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Q4
2018

216.3
70.2
286.5
289.9
(136.4)
(13.2)
143.0
(34.4)
108.6

12.5%
14.5%
2.25%
47.1%
0.14%
24.1%
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BUSINESS SEGMENTS

RETAIL & SME

Strategy

BAWAG Groupstrives to be the leadingretailand SME bank
throughout the DACH region through a regionally tailored
business model leveraginga focuson simple and efficient
processes, digital innovation, data analytics and
partnerships to provide the best banking services to each of
ourcustomers whereand when theirneedsarise. Through
centralized management atthe group level, we are
combining our strengths across the DACH region as partof
ourstrategyto enhance operational excellence and create
greater cost-efficiencywith a better banking experience for
ourcustomers.

BAWAG Group strives
to be the leading retail

and SME bank
throughout the DACH
region.

The Austrian Retail & SME business services 2.4 million
private and small business customers through a centrally
managed branch network, online and mobile sales
channels, supported by our customer care centerand
complemented by strategic long-term retail partnerships.
We are oneofthe leading omni-channel retail banks in
Austria, offering simple and secure products and high-
qualityfinancial advice through our sales channelswith a
strong and well-recognized national brand.

Our primary brands have complementary service models
and customer bases. BAWAG P.S .K.is a market leader
serving our customerswith a full service, high touch
advisoryexperience combined with advanced analyticsand
digital offerings. easybank is the leading directbankin

Austria with highest Net Promoter Score rankings
nationally. Ourstrength is founded in ourshare of primary
relationshipsand daily banking products allows us to
understand our customersand deliver products and
services across various channels. We leverage this
competence centrallyand achieve scale by unifying our
resources and processes.

Ourfocusisonanefficientand simple deliveryofcore
lending and savings products, through our core network, or
through partnerships with leading consumer brands.
Through partnersand technology we deliver financial
products to the consumerat the point of need in theirdaily
lives,suchas ourretail partnerships with
MediaMarktSaturn Austriaand the j6 Bonus Program led
by REWE Group AG. The transformation offinancial
services will continue to move closer to the customers’
everydayexperiences through mobile banking, online
advisoryand partnerships that bringour products to the
customerseamlesslyas they conduct their daily lives.

Our Austrian Retail & SMEfocus continuesto be on providing
customers quality productsandservicesthey have come to
expect, preserving the differentiated value propositions of our
separate brands, while ensuringwe maintaina single Group
mindsetaswe addressthe domestic Austrian marketand our
2.4 millioncustomers. Thismeansa renewed focuson
financial advisory, enhanced data analytics, more retail
partnerships, investing in platform lending, and leveraging
technology acrossallofour processes to better serve the
needsofour customers.

In the international Retail & SME business, primarily
anchored in Germany, ourfocusis onbuilding a Retail &
SME presence focused ona handful of products, leveraging
digital capabilitiesand partnershipsacrossthe Group. Our
goalis toestablish a highly efficient platform, rollout digital
capabilities, grow through partnerships, andleverage our

M& A competence totarget niche areas ofthe market. Core
growth will be focused more ondigital channels, more
specialty financeoriented, and working to grow through
various partnershipsand platforms.

We arejust beginningto fully leverage ourmulti-channel
platform from branches-to-brokers-to-partners-to-digital
products. We are excitedabout the opportunitiesacross the
boardforour Retail & SME franchise to leverage our multiple
brandsandchannels acrossthe Group.



2019 Business Review
Domestic Retail & SME

In 2019, we continued to growour core lending assets with
netasset growth 0f3.5% in Austria in 2019. These results
reinforcethe earlysuccess of our retail partnership strategy
and new customeracquisition model, which was
accelerated through our exclusive long-term partnerships
with leading retailers such as MediaMarktSaturn Austria.
OurPointofSale and online product financing continues to
grow with seamlessfinancingsolutionsat the point of
purchase forthe customer.

In 2019, we welcomed 56,000 new customers through this
channelto the BAWAG family. We leverage our long history
primary bankingrelationshipsand analytical capabilities to
provide our customers with advantagessuch as timely
product and service offers, intelligent insights and security
notifications.

In 2019, we delivered on ensuring thatwe continue to
deepen the relationships with our customers and key
products through understanding their needs and delivering
simple and efficient products. We see opportunity to
continueto grow our share of mortgage products amongst
ourcustomersetand we made great progress withan
increasein new issuance forthis critical product family.

In 2019, we made significant progressonourretail network
transformation, Concept 21, resulting in a branch footprintof
88 branchesfor nationwide coverage, with a significant
enhancementin a leading customer experience. As ofyear-
end 2019 we had established a fully independent bank
network, separate from the Austrian Post. We have finalized
all customer shiftsto our target network, with minimal
disruption duetoour coverage designand customer retention
plan. Additionally, we have hired a pproximately 200 new
advisorsand opened 27 new fully redesigned branches. We
have already achieved an overall productivity per FTE
increase 0f5% comparing 2019 t0 2018. The efficiency
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created bythistransition allows us toreinvestin our network
with anenhanced branch experience, digital productsand
key partnerships for new customer growth.

In 2019 we released our new mobile banking experience
app “klar’,which has beencontinuallyenhanced by
additionalfeaturesand services since. Further improvements
are beingreleased on anongoing basis, incorporating our
customers' feedback. Our customersvalue the newapps
easy-to-use features, as shown by a significantincrease of
digitalengagement in the fourthquarter 2019. An average
“klar” userlogged in 10% more often.

Additionally, as the only bank partner ofthe newly founded
and largest Austrian customer loyalty club j6, already reaching
about3.7 million customers, we bring incrementalfinancial
value foreach j¢ affiliate transaction made by our customers.
Furthermore, we cooperated in the fourth quarter 2019 with
OBB, the Austrian Federal Railways, providinga new Rail &
Drive KontoBoxwhich aimed at providing customerswitha
cost-effective and environmentally conscious means oftravel
via climate-friendly railand car-sharing.

In 2019, ourdirectbank, easybank, continuedto focus on
digitization measures, efficiency and customer satisfaction.
Forthe ninth yearin a row, easybank received the FMVO
Recommender Award, a testimonyto the strong digital brand
and customer loyalty. Thisaward is given tothe bank with
the highest Net Promoter Score. easybank maintained its
leading positionas not onlythe mostrecommended direct
Bank in Austria, but the bank with the highest Net Promater
Scoreofanyotherfinancial sewicesinstitutionin Austria.
easybank’sdirectbank model and fullydigital user base
complements BAWAG P.S .K.s high quality advisory
experience byserving different customer bases and
expectations with two distinctchannels and brands. This
relationship is scaled by ensuringthat our middle and back
endservices,as wellas core product technologies are
aligned to maximize efficiency. We will continue toevaluate
the additional opportunitiesand scale achievable across
ourhighlycomplementary Austrian brands.
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International Retail & SME

Ourinternational Retail & SME platform,anchored by
Germany, is expandingits footprint as we continue to grow
in strategic areas. In addition to the ongoing transformation
initiatives at Stdwestbank and start:bausparkasse, we
closed onthree bolt-on acquisitionsduring the first half
2019 focusingon specialtyfinance products inthe
factoringand leasing space. The acquisition of BFL Leasing
creates a foundation for BAWAG Group to establish our
leasing franchise in Germany, working with strategic
partnersand establishinga variety ofleasing distribution
channels. The acquisition of Health Coevo AG (Germany)
and Zahnarztekasse AG (Switzerland) createsan
opportunity for BAWAG Groupto enterthe factoringspace.
Both factoring acquisitions focus on the niche dental and
medical financial services, working through strategic
partnerships and seekingto build out distribution scale. We
welcomeour new colleagues into the BAWAG Group and
are confident that theywill be great partners aswe
continueto pursue our growth strategyin the DACH region.

We are now beginningto fully leverage our multi-channel
German/Swiss platform from branches-to-brokers-to-
partners-to-digital products. This will be a combination of
leveraging:

» Sldwestbank's banking platform and branch network to
drive Retail, SME and private banking

» start:bausparkasse’s mortgage broker platform expertise
in Germany

» The technology of Qlickto develop directbanking
capabilities and working with retail partners across all of
Germany

» The niche leasing and factoring products offered by BFL
Leasing GmbH and Health Coevo AG as we address a
largercustomer baseacross all of Germany

» Leveragingdigital productsacrossthe Groupand
centralization of specific central functions, middle and
back-office activities to establish a highly efficient
footprint.

Outlook

In Austria, we will continue to execute on our long-term
strategy by using the strength of our multiple brandsand
channelsalongside our customer relationships and
enhanced data-based analyticsto offervalueand
assistanceto our customers in their financial lives when
most appropriate. We will benefitfrom our leading expertise
across all brands, leveraging the different service models to
furthergrow share in the Austrian market, while
recognizing synergies in both technology and operationsto
achieve cost-efficient scale.

We will continue to further enhance our performancein
complex product categories, such asmortgagesand
securities,as we see opportunity in further penetratingour
existing customer base alongside increasingdemand. This
provides both a major growth opportunity,as wellas a
possibilityto fully utilize our high quality salesforce to
ensure our customers financialswellbeing in the future.

As we are focused on providing a superior experience
unified through all channels, we are progressing towards a
consolidated, digitally integrated platform designed forour
customers’ needs. Most importantly, we will be realizing the
impact ofourshiftin new customeracquisitiontoa
partnership-led model with Austria’s leading retailers. The
partnerships aretargeted atourareas ofgrowth in
consumerlending and SME, and we will continue to
broaden our collaborations throughoutthe upcoming year
aswell.In Germany, the focus will continue to be on
multiple integration initiatives designed to create a focused
Retail & SME platform, providing specific products,
expandingdigital footprint and capabilitiesacrossthe
Group, growing through partnerships and continuing to
assess strategic M&A opportunities.



Financial results

Income metrics
(in € million)

Netinterestincome

Net fee and commission income
Core revenues

Gains and losses on financial instruments
Otheroperatingincome and expenses
Operating income

Operating expenses
Regulatorycharges

Total risk costs

Profit before tax

Incometaxes

Net profit

Key ratios

Return ontangible common equity
Net interest margin

Cost-income ratio

Risk costs /interest-bearing assets
NPL ratio

NPE ratio

Business volumes
(in € million)

Assets
Risk-weighted assets
Customerdeposits
Ownissues
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Change Q4 Q4 Change
2019 2018 o o0l oo ()
6260 5754 88 1636 1465 117
2422 2361 26 59.9 58.2 29
8683 8115 70 2234 2047 9.1
0.1 167  (99.4) 0.7) 8.2 -
24 19 263 15 05 100
8708  830.0 49 2242 2134 5.1
(3729) (3509) 6.3 (903) (905  (0.2)
270) (260) 38 (1.7) 3.1 ;
(763)  (623) 225 (259)  (19.2) 349
3946 3909 09 1064 1068  (0.4)
986) (97.7) 09 266) (267) (0.4
2959 2932 0.9 79.8 80.1 (0.4)
T e A
235%  22.7% 08  246% 250%  (0.4)
360% 343% 017  362% 347% 015
428%  423% 05  403% 424%  (2.1)
044% 037% 007 057% 045%  0.12
19%  19% 0.0 19%  19% 0.0
22%  22% 0.0 22%  22% 0.0
Change
2019 2018 o )g
18,155 16,905 7.4
8623 7617 132
24,848 24251 25
3249 2807 157

Operating income increased by 4.9% to € 870.8 million
compared to 2018. Thisresults from revenue contributions
from our recentacquisitions start:bausparkasse Germanyin
September 2018, Zahnéarztekasse AG in March 2019 as well
as HealthCoevo AG and BFL Leasing GmbHin May 2019.

Gains and losses on financial instruments comprise in
2018 income fromthe sale of non-performing loans in
Januaryand December2018.

Operating expenses increased by 6.3% to € 372.9 million
due to the aforementioned acquisitions.

Risk costs amounted to € 76.3 million, translating into a risk
costratioof44 basis points with a stable NPL ratioof 1.9%.
Risk costincreased vs. 2018 among others du to one-offs
addressinglegacy NPLs.

The segmentdelivered net profit of € 295.9 millionand a
return on tangible commonequity of23.5%.

Assetsincreased by 7.4% comparedtoyear-end 2018,
mostly coming from ouracquisitions anda growthofour
consumer lending products.

Customer deposits increased by 2.5% comparedto year-end
2018 due tohigher sightdeposits.
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CORPORATESAND PUBLIC

Overview & Strategy

The Corporates and Public segment focuses on domestic
and international lending, de posits and paymentservices.
Corporate lendingincludesthe DACH region as well as
international lending, which is focused on developed and
mature marketsin Western Europe and the United States.
We target primarily senior secured lendingto strong
sponsors,on cash flow generating companies and assets.
In public sector business, ourgoal is to maintain our
market position in Austria and retain cash management
fees.We do this by focusing on payments with existingtop
clients,acquiring new clients forour payments business,
focusing on specific tenders,and cross-selling to existing
borrowers. Furthermore, we have established an originate-
to-sell platform in the public sector space focused on
insurance companies to generate additional fee income.

2019 business review

The Corporates & Public segment delivered a net profit of
€ 142 4 millionduringtheyear2019. We continued to
focus onourloan origination opportunities primarilyin
selected developed markets. Revenuesremained stablein
total with a focus on risk-adjusted returns. We see good
opportunitiesacrossasset backed lending transactions, but
we continue tosee pricing pressure acrossthe corporate
lending space.

Outlook

We continue tosee a solid pipeline with diversified
opportunities 2020. However, competition for defensive,
high-quality transactions will remain high. Our focus will
continuetobe onrisk-adjusted returns, disciplined
underwritingand being patient without ever chasing volume.



Financial results

Income metrics

(in € million)

Netinterestincome

Net fee and commission income
Core revenues

Gains and losses on financial instruments
Otheroperatingincome and expenses
Operating income

Operating expenses
Regulatorycharges

Total risk costs

Profit before tax

Incometaxes

Net profit

Key ratios

Return ontangible common equity
Netinterest margin

Cost-income ratio

Risk costs /interest-bearing assets
NPL ratio

NPE ratio

Business volumes
(in € million)

Assets
Risk-weighted assets

Customerdeposits (incl.other refinancing) and own

issues

Operating income decreased by 5.6% to € 292.3 million
comparedto 2018 asa resultofa decrease ofthe net
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Change Q4 Q4 Change
2019 2018 V¥ o0l so1e (o
249.1 2504 (0.5) 614 63.8 (3.8)
43.0 48.6 (11.5) 10.5 124 (15.3)
292.1 299.0 (2.3) 71.9 76.2 (5.6)
0.2 10.7 (98.1) 13 7.2 (81.9)
0.0 0.0 0.0 0.0 0.0 0.0

292.3 309.8 (5.6) 733 834 (12.1)
(100.1) (120.0) (16.6) (22.3) (29.2) (23.6)
(10.0) 89 (124) (0.9) (1.0) 100

7.6 17.8 873 (0.6) 7.1 -
189.8 198.7 (4.5) 494 60.2 (17.9)
(47.5) (49.7) (4.4) (12.4) (15.1) (17.9)
142.4 149.0 (4.4) 37.1 45.1 (17.7)

Change Q4 Q4 Change
(pts) 2019 2018 (pts)

14.4% 13.4% 1.0 15.6% 16.1% (0.5)
1.75% 1.72% 0.03 1.77% 1.75% 0.02
342%  387% (4.5) 30.4% 35.0% (4.6)
(0.05)% (0.12)% 0.07 002% (0.20)% =
1.0% 1.2% (0.2) 1.0% 1.2% (0.2)

2019 2018

1.6% 1.2% 04 1.6% 1.2% 04
Change
2019 2018 (%)

13,141 14,167 (7.2)
7,932 9,429  (15.9)

7,118 9438  (24.6)

Assets decreased by 7.2% to € 13.1 billion compared to
year-end 2018. This development reflects the disciplined

commission income and lower realization of gains onfinancial conversion ofour business strategy largelydue to a

instruments.

Operating expenses im proved by 16.6% to € 100.1 million,
primarily resulting from streamlining the cost base.

continued focus on risk-adjusted returns, in particularin
the DACH region.

Liabilities decreased by 24.6% to € 7.1 billion compared
to year-end 2018. This significant decrease was driven by a

The netrelease of Risk costs decreased by € 10.2 million to reduction ofshort-term de posits from public and

€ 7.6 millionin 2019.

institutional clientsas well asthe partial re payment of
TLTRO Il'in the amount of€ 1.75 billion.

The segmentcontributed net profit of € 142.4 millionwitha

return on tangible commonequity (aftertaxes) of14.4%.
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CORPORATECENTER AND TREASURY

Overview and strategy

The Corporate Center contains central functions for
BAWAG Group.Hence, the P&L comprises the funds
transfer pricing (FTP) resultas an outcome ofthe Asset &
Liability Managementfunction, one-offand project-related
operating expensesand other one-offitems. The balance
sheet mainlyincludes non-interest bearing assets, liabilities
and equity.

Treasurycontinued to pursue the strategy of balancing the
investment portfolio between long-term investmentin high-
qualitysecurities while still maintaining our hold to collect
and sell portfolio to preserve the flexibility of rede ployment
into customerloans or other balance sheetmanagement
activities. Portfolio optimization measures in the investment
book ledtoa decreased investment portfolioand a sound
liquidity reserve ofattheend of2019. The overall
composition ofthe portfolio reflects our strategy of
maintaining high credit quality, shorter duration and strong
liquidityin the securities portfolioin orderto balance the
goalsofgenerating incremental netinterest income while
also minimizingfairvalue volatility.

2019 business review

In 2019, we continued to pursue ourstrategy. As ofyear-
end 2019, the investment portfolioamounted to €4.7
billionand the liquidity reserve was € 5.9 billion. The
investment portfolio’s average maturitywas four years,
comprised 96% ofinvestmentgrade rated securities, of
which 77% wererated in the single Acategoryor higher
with no exposureto CEE. As 0f31 December2019, the
portfoliohad no direct exposure to China, Russia, CEE or
South-Eastern Europe. Direct exposure to the UK is
moderate and focuses on internationally diversified issuers
with solid credit quality. Exposure to Southern Europe
continues to be moderate and comprises shorter-dated,
liquid bonds ofwell-known issuers.

Outlook

Treasurywill continue to focuson keeping streamlined
processes and simple productsin support of BAWAG
Group’s core operating activitiesand customer needs. The
liquiditysupplyand ECB taperingas well as elevated
political risks will remain important factors on the financial
markets. However, we are committed to maintaining high
credit qualityand highly liquid investments with solid
diversification.
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Financial results

Income metrics Change Q4 Q4 Change
(in € million) 2019 2018 TEST 0le oois (e
Net interest income 3.8 14.9 (74.5) (1.1) 5.9 -
Net fee and commission income (1.7) (1.9) 10.5 (0.4) (0.4) 0.0
Core revenues 2.1 12.8 (83.6) (1.4) 5.5 -
Gains and losses on financial instruments 70.4 (7.9) = (1.0) (15.1) 934
Otheroperatingincome and expenses 49 26.0 (81.2) 19.2 2.6 >100
Operating income 774 30.9 >100 16.8 (7.0) -
Operating expenses (56.6) (46.9) 20.7 (21.3) (16.5) 29.1
Regulatorycharges (5.3) (5.2) (1.9) (0.6) (0.6) 0.0
Total risk costs (0.6) (0.7) (14.3) 15 (1.2) -
Profit before tax 19.9 (16.8) - (2.0) (24.1) 91.7
Incometaxes 1.1 11.2 90.2 15 7.3 79.5
Net profit 20.8 (5.5) o (0.7) (16.9) 95.9
:i3nu§|r:ﬁlsi§n\)lolumes 2019 2018 Ckzién)ge

Assets 14366 13,626 54

Risk-weighted assets 3,829 3,419 12.0

Equity 3,594 3,789 (5.1)

Ownissues and other liabilities 6,853 4413 553

Operating income increased to € 77.4 million, driven by Assets (including the liquidity reserve) increased by 5.4 %
higherrealized gains on sales ofbonds. compared toyear-end 2018, mainlydriven by highershort-

term deposits at central banks.
Operating expenses camein at € 56.6 millionin 2019,
whichis 20.7% morethan in 2018 as a result of one-offs.
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RISK MANAGEMENT

With respect tothe explanationson financial and legal risks
at BAWAG Group as wellas the goalsand methods ofrisk
management, please referto the information in the Notes
section. For policies on ourinvestment standards in the

INTRODUCTION

The internal control system (ICS) relates to all processes
designed by management and executed within BAWAG
Groupto facilitate the monitoringand control of

» the effectiveness and efficiency ofits operating activities
(including protecting assets against losses resulting from
damagesormisconduct);

» the reliabilityofthe financial re ports;

» BAWAG Group’s compliance with applicable material
legal regulations.

The risk management system covers all processesthat
serve to identify,analyze and measure risks and thatserve
to determineand implementappropriate measuresthat will
ensure that BAWAG Group can still reach itsobjectives
whenrisksare incurred.

light of ESG please referto our website
https:/www.bawaggroup.com/BAWAG GROUP/IR/EN/ESG,
where the latest policies are available.

INTERNAL CONTROL AND RISK
MANAGEMENT SYSTEM

Accordingto the internationally recognized COSO framework
forthe design ofrisk management systems andthe EBA
Guideline for Internal Governance (EBA/GL/2017/11),the
internal control systemis one partofan organization-wide
risk managementsystem. Otheraspectsinclude the
managementand monitoring ofrisksthatcan affectthe
correctnessand reliability ofthe accounting records.

BAWAG Group’s management is responsible forthe
fundamental design, implementation and ongoing
adaptation and refinementofthe internal control and risk
management policies, methods and systemas well asfor
the alignment ofthese systems and processes with the
existingrequirements in a waythattakesaccountofits
strategy, the scope ofits business and other relevant
economic and organizational aspects.

CHARACTERISTICS OF THE INTERNALCONTROLAND RISK

MANAGEMENT SYSTEM

Control environment

BAWAG Group'’s Code of Conduct describes the corporate
valuesandis applicable toallemployees. BAWAG Group’s
corporate cultureis based on respect and teamwork,
customerfocusandimageas well as integrityand
compliance.

A conscious approach towards compliance topics as well
asasustainable risk culture are established toguide all
employeesto handlerisks within their responsibility. The
core of BAWAG Group’s risk culture are internal provisions
and above all open communication amongthe employees

to ensure thattheyall have a broad understanding ofrisks
that BAWAG Group faces.

In addition, the Policyon the internal control system
provides clear guidance and applies to all employees within
BAWAG Group and defines the ICS asthe sumofall
systematically created processual, technical, structural or
organizational principles, procedures and (control)
measures atthe Bank. This includes the organizational
guidelines for the entire operational management,and the
defined control mechanismsand control tasksofthe
process owner.



The Accounting/Participation division is responsible for
BAWAG Group’s accounting records. Some ofthe newly
acquired subsidiaries operate theirown accounting
departments, which work in close cooperation with the
Accounting division. The primary responsibilities ofthe
Accounting division are preparingthe annual and interim
financial statements aswell as theannual financial
statements ofall domestic subsidiaries, maintaining the
financial and consolidated accounts, managingtaxes and
regulatory reporting of domestic bank subsidiaries.

The Accounting/Participation division is responsible for
setting directives on all matters ofaccountingand exercises
the authorityto ensure the application of uniform standards
across BAWAG Group. To supportthe operational
implementation, corporate guidelineswere drawn up. This
policyapplies to all consolidated subsidiaries. Forall other
holdings, the adherenceto these principles and standards
isenforced and implemented as faras possible.

Risk assessment and control measures

BAWAG Group’s internal control and risk management
systems contain instructions and processesforthe
workflows

» toensure thecorrect and appropriate documentation of
business activities, including the use ofassets;

» torecordallinformation required for the pre paration of
the period-end financial statements; and

» to prevent unauthorized purchases or sales that could
have a material effect on the financial statements.

The Accounting/Participation division is integrated into
BAWAG Group's entire organizational, structuraland
operational workflows. Customer and transaction data is
generally collectedin the marketandoperating units, and
supplementary informationis entered by the risk units. The
elements ofthisinformationthatare neededforthe
accounting recordsare usually transferred a utomatically into
the electronic accounting systems. In this, the
Accounting/Participation division fulfills a control and
monitoring function to e nsure thatthe a utomatically
transmitteddata is handled properly in accordance with the
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applicable accountingrules,andalso completes the various
bookingentryandother steps needed to prepare the financial
statements.

The accounting of BAWAG Group AG, BAWAG P.S.K. AG and
the significantdomestic subsidiaries is containedin SAP New
GL.The preparation ofthe consolidated financial statements
under IFRS is done in SAP-ECCS, which receivesthe values
ofthe individualfinancial statements of consolidated
companies through interfaces. The accounting andall
upstream systemsare protected by access permission and
automatic and obligatory manual control steps provided forin
the process.

Inf ormation and communication

A comprehensive re port about the balance sheet, the profit
orloss statementand other financial and risk data is
submitted to the Supervisory Board at leastevery quarter.
Highlydetailed reportsaboutthis information are also
submitted to the Managing Board on a regular (monthly or
more frequent) basis. Given the increased im portance of
ESG, Managing Board receives updates on risks arising
from thesefactors ona regular basis.

Monitoring

In orderto limit oreliminate operational risksand control
deficiencies, risk identification is performed annually
through Risk Control Self Assessments (RCSA). Risk
minimization measures are tracked proactively by the
Operational Risk and Internal Control System department
with regard to implementation. Loss incidentsare
documented separatelyand reported on a regular basis.
Loss incidentsare also used to identify necessary
improvementsin the systemsand in the monitoringand
control measures.

BAWAG Group's Internal Audit division conductsregular
accountingsystemaudits. The findings ofthese audits are
also used to make ongoing improvements to the internal
controland risk management systems as they pertain to
the accounting process.
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CAPITAL, SHARE, VOTING AND CONTROL
RIGHTS
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Per31 December2019, BAWAG Group AG’sshare capital
amountedto €89,142,237 and wasdivided into
89,142,237 non-parvalue bearershares,which carry
equal participation interest in the share capital of BAWAG
Group AG.Per31 December2019, BAWAG Group AG held
1,205,107 treasuryshares (own shares).

BAWAG Group AG’s Articles of Association contain no
restrictions concerning votingrightsorthe transfer of
shares. Notwithstanding the above, certain shareholders of
BAWAG Group AG have concluded deconsolidation
agreements (Entherrschungsvertrédge) to which BAWAG
Group AG isalso a party:

» BAWAG Group AG onthe one hand and (i) GoldenTree
HoldCo Lux1S.arl, (ii)GoldenTree HoldCo Lux2 S .a.
rl., (iii) GoldenTree HoldCo Lux3 S .ar.l., (iv) GoldenTree
Asset Management Dutch BV, (v) GN3 SIP LP and (vi)
Stichting PGGM Depositary, (jointly the “GoldenTree
Shareholders”) onthe other hand, have entered intoa
deconsolidation agreement (Entherrschungsvertrag)
effective upon thelisting ofthe sharesin BAWAG Group
AG (the “GoldenTree Deconsolidation Agreement”). The
GoldenTree Shareholders are owned and controlled by
several funds and accounts under management by, or
whose holdingsin BAWAG Group AG are subjectto an
investment management agreement with, GoldenTree
and its affiliates. In the GoldenTree Deconsolidation
Agreement,the GoldenTree Shareholders undertook vis-
a-vis BAWAG Group AG,

- in respectof (i) the election and dismissal of
Supervisory Board members, (i) anyvote ofno-
confidence and (iii) management matters thatare
brought beforethe general meeting of BAWAG Group
AG, to exercisetheirvoting rightsonlyuptoan
aggregate maximum number equal to those voting
rights ofthe other shareholders present and entitled to
vote atanygiven shareholders' assembly minus
10,000 votes,and

- notto vote forthe appointment (election) of
Supervisory Board membersof BAWAG Group AG who
are notindependent of GoldenTree and Cerberus (the
delegation rights of Cerberus and GoldenTree, as set
forth in the Articles of Association of BAWAG Group
AG, remaining unaffected bythis provision).

The self-restraint undertaking in relation to the exercise
of voting rightssetforth above onlyapplies ifand to the
extent that the GoldenTree Shareholders combine
sufficientvoting rights that theywould, taken as a whole,
be deemedtobe the largestsingle shareholder

represented at such a general meeting (provided that
the Cerberus Shareholders are deemed to be one single
shareholderin this context).

Furthermore, the GoldenTree Shareholders undertook
thatifsharesin BAWAG Group AG are to be transferred
by a GoldenTree Shareholderto an affiliate or other
entitycontrolled by GoldenTree, such transfer mayonly
be effected ifthe transferee acceptsto becomea party
to the GoldenTree Deconsolidation Agreement and to be
bound byit inthe samemannerand forthe same
duration as the transferor (and to impose the same on
anyfurthertransferee controlled by GoldenTree in the
future until the termination ofthe GoldenTree
Deconsolidation Agreement).

v

In the GoldenTree Deconsolidation Agreement, the
GoldenTree Shareholders undertook (i) not to actin
concertwith the Cerberus Shareholders or Cerberus
with regard to the exercise ofvoting rights inthe general
meeting, (i) not to influence the composition ofa board
andanymemberofa board exceptforthe exercise of
(a)the rights granted in connection with GoldenTree
HoldcoLux2S.arl.'s delegation rights, (b) rights in
connection with the participation in the general meeting
and (c)the voting rights inaccordance with the
Cerberus Deconsolidation Agreement, and (iii) to vote
for the abolishmentofGoldenTree HoldcoLux2S .arl.’s
delegation rightifaggregated participation ofthe
GoldenTree Shareholders falls below 20% of BAWAG
Group AG’s share capital forat leastfour consecutive
weeks (and also tovote forthe abolishment of
Promontoria Holding212 B.V.’s delegation rightunder
corresponding circumstances).

Based on BAWAG Group AG’s information pursuantto
the mostrecent major holdings notifications, per31
December2019,the GoldenTree Shareholders held
19,448,595 shares in BAWAG Group AG, corresponding
t0 21.8% of BAWAG Group AG’s share capital whereas
none ofthe GoldenTree Shareholders held shares
correspondingto atleast 10% of BAWAG Group AG'’s
share capital taken individually.

Pursuantto BAWAG Group AG’s Articles of Association, the
shareholder Promontoria Sacher Holding B.V.shall have
the right to delegate two ofthe members ofthe Supervisory
Board accordingto Section 88 Austrian Stock Corporation
Act (Aktiengesetz, AktG),as longas it holds a direct
participationin BAWAG Group AG ofat leastoneshare. If
Promontoria Sacher Holding B.V.transfers atleast one



share to Promontoria Holding212 B.V,, the right to
delegate one ofthe membersofthe Supervisory Board is
also transferred to Promontoria Holding 212 B.V. If
Promontoria Sacher Holding B.V.transfers atleast one
share to GoldenTree Holdco Lux2 S.ar.l., the right to
delegate one ofthe membersofthe Supervisory Board is
also transferred to GoldenTree Holdco Lux2 S.a.r.l. This
meansthat Promontoria Sacher Holding B.V.shall no
longerhave therights to delegate members ofthe
Supervisory Board to the extent that these rights have been
transferred to Promontoria Holding212 B.V.and/or
GoldenTree Holdco Lux2 S.a.r.l. Promontoria Holding 212
B.V. and/orGoldenTree Holdco Lux2 S .a.rl.shall alsoeach
have the righttodelegate one ofthe members ofthe
Supervisory Board accordingto Section 88 AktGonlyas
long as the respective shareholder holdsa direct
participation in BAWAG Group AG ofat leastoneshare.In
October2017, Promontoria Sacher Holding B.V. transferred
its rights to delegate the two board members ofthe
Supervisory Board to Promontoria Holding 212 B.V.and to
GoldenTree Holdco Lux2 S.a.r.l., respectively.

Sincethe aggregated participation of Cerberus
Shareholders hasfallen below 20% of BAWAG Group AG’s
share capital forat least four consecutive weeksafterthe
sell-down ofthe Cerberus Shareholders, BAWAG Group AG
will proposeto the next ordinary general meetingto abolish
Promontoria Holding212 B.V.’s delegation right. However,
these rights and the Cerberus Deconsolidation Agreement
are described in this chapter because theywere inforce
per31 December2019:

» BAWAG Group AG onthe one hand and (i) Promontoria
Holding 212 B.V., (ii) Promontoria Holding 213 B.V., (iii)
Promontoria Holding214 B.V. (in the meantime merged
into Promontoria Holding213 B.V.), (iv) Promontoria
Holding 215 B.V.and (v) Promontoria Holding 216 B.V.
(in the meantime merged into Promontoria Holding
2015B.V.), (jointlythe “Cerberus Shareholders”) on the
otherhand, have entered intoa deconsolidation
agreement (Entherrschungsvertrag) effective upon the
listing of BAWAG Group AG’s shares on the official
market ofthe Vienna Stock Exchange (the “Cerberus
Deconsolidation Agreement”). The Cerberus
Shareholders are owned and controlled by several funds
and accounts under managementby Cerberus Capital
Management LP (“Cerberus”) and its affiliates. In the
Cerberus Deconsolidation Agreement, the Cerberus
Shareholders undertook vis-a-vis BAWAG Group AG,
in respectof(i) the election and dismissal of S upervisory
Board members, (ii) anyvote of no-confidence and (iii)
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management mattersthat are brought before the
general meeting of BAWAG Group AG, to exercise their
voting rights only up to an aggregate maximum number
equalto those votingrightsofthe other shareholders
presentand entitled tovote at any given shareholders'
assemblyminus 10,000 votes,and not to vote forthe
appointment (election) of Supervisory Board members
of BAWAG Group AG who are not independentof
Cerberusand GoldenTree Asset Management LP
(“GoldenTree”), (the delegation rights of Cerberus and
GoldenTree, as set forth in the Articles of Association of
BAWAG Group AG, remaining unaffected bythis
provision).

Furthermore, the Cerberus Shareholders undertook that
if shares in BAWAG Group AG are to be transferred by a
CerberusShareholderto an affiliate or other entity
controlled by Cerberus, such transfer mayonly be
effected ifthe transferee acceptsto becomea partyto
the Cerberus Deconsolidation Agreementand to be
bound byit inthe same mannerand forthe same
duration as the transferor (and to impose the same on
anyfurthertransferee controlled by Cerberus inthe
future until the termination ofthe Cerberus
Deconsolidation Agreement).

v

In the Cerberus Deconsolidation Agreement, the
Cerberus Shareholders undertook (i) notto actin
concertwith the GoldenTree Shareholders or GoldenTree
with regard to the exercise ofvoting rights in the general
meeting, (ii) not to influence the composition ofa board
andanymemberofa board exceptforthe exercise of
(a)the rights granted in connection with Promontoria
Holding 212 B.V.’s delegation rights, (b) rights in
connection with the participation in the general meeting
and (c) the voting rights in accordance with the
Cerberus Deconsolidation Agreement, and (iii) to vote
for the abolishmentof Promontoria Holding212B.V.’s
delegation rightifaggregated participation ofthe
CerberusShareholdersfalls below 20% of BAWAG
Group AG’s share capital forat leastfour consecutive
weeks (and also tovote forabolishmentofGoldenTree
HoldcoLux2S.arl.’s delegation rightunder
corresponding circumstances).

There is no control ofvoting rightsarising from interests
held by employees in the share capital.

Pursuantto Section 7 ofthe Articles of Association,
membersof BAWAG Group AG’s Managing Board and
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Supervisory Board must fulfill certain personal
requirements in orderto be eligible.

» Membersofthe Managing Board and Supervisory Board
must have adequate professional and personal
qualifications and meetthe legal requirements. As for
the election of board members, attention shall be paidto
ensuringthe professionally balanced composition of
boards and the members’ independence.

» Without prejudice to more extensive legal provisions, the
following persons shall be excluded from membershipin
the Managing Board and inthe Supervisory Board of
BAWAG Group AG:

-employeesof BAWAG Group AG, with the exception of
staffrepresentatives who are appointed to the
Supervisory Board in accordance with the provisions of
the Works Constitution Act (Arbeitsverfassungsgesetz,
ArbVG);

- membersofthe managing boards and employees of
Austrian creditinstitutions not belongingto the BAWAG
P.S.K.group; furthermore, personsholdingan interest
of over5% of the voting capital of Austrian credit
institutions notbelongingto the BAWAG P.S .K.group,
unless said credit institutions or persons themselves
hold aninterest ofat least 2% of BAWAG Group AG’s
voting capital;

- personswhoare directlyand immediately related or
related by marriage to a member ofthe Managing
Board, the Supervisory Board oran employee of
BAWAG Group AG orwho are the spouse ofa member
of the Managing Board or Supervisory Board (whereas
this ground forexclusionis onlyapplicable tothe
membersofthe Managing Board and to the elected
membersofthe Supervisory Board);

- personswhoare prevented fromcarryingon a trade by
Section 13 Paralto6ofthe Trade Actof 1994
(Gewerbeordnung, GewO).

Pursuantto Section 10.6 No 1 ofthe Articlesof Association
of BAWAG Group AG, the general meetings shall, unless
the law mandatorily stipulates a different majority, pass
theirresolutions by simple majority ofthe votes cast, and,
in cases where a majority ofthe capital is required, by
simple majorityofthe share capital represented at the time
the resolution is passed.

With regard to the authorization ofthe Managing Board to
issue oracquire shares, the following applies:

58

» Pursuantto Section 5No 7 ofthe Articlesof Association

of BAWAG Group AG, the Managing Board shall be
authorized, with the consent ofthe Supervisory Board,
to increase the share capital within five years from the
date ofthe registration ofthe amendmentto the Articles
of Association in the commercial register, also in several
tranchesagainst contributions in cash and/or
contributionsin kind by up to € 40,000,000 by issuing
up to 40,000,000 new bearer shareswith no parvalue
andto define theissue price conditions in agreement
with the Supervisory Board (Authorized Capital 2019).

» The statutorysubscription right ofthe shareholdersto

the new shares issued from the Authorized Capital 2019
shall be excluded (direct exclusion ofthe statutory
subscription right) ifand to the extentthat this
authorization is utilized by issuing shares againstcash
paymentsina totalamountofupto 10% of the share
capitalinthe context ofthe placementofnew shares of
BAWAG Group AG to (i) exclude from the shareholders’
subscription rightfractional amounts which mayarisein
the caseofan unfavourable exchange ratioand/or (ii) to
satisfythe exercise of over-allotment options (greenshoe
options) granted to theissuing banks.

Furthermore, the Managing Board, with the consent of
the Supervisory Board, shall be authorized to exclude
the statutory subscription rightin the following cases:

- To the extentnecessaryto service debt instruments
(including participation rights) with conversion or
optionrights ora conversion obligation issued by
BAWAG Group AG orits subsidiaries (Section 189a No
7 UGB)oryetto be issued;

- to issue shares to employees, senior executives,and
membersofthe Managing Board of BAWAG Group AG
orits subsidiaries (Section 189a No 7 UGB) for
remuneration purposes;

-in orderto increase the share capital against
contributionsin kind, provided that the capital increase
is carried outforthe purpose of (alsoindirectly)
acquiring companies, partsofcompanies or
participationsin companies or otherassets related to
anacaquisition project;

-tocarryouta so-called “scrip dividend” in the course
of which the shareholders of BAWAG Group AG are
offered to contribute theirdividend claim (in whole or
in part)as a contribution in kind againstthe granting of
new shares fromthe Authorized Capital 2019;

-in caseofcapital increases againstcash contributions,
provided the exercise ofthis authorization is objectively



justified on the exercise date in accordance with the
respective applicable legal requirements. The shares
issued with the exclusion ofsubscription rightson the
basis ofthis authorization maynot exceed a total of
10% of the share capital of BAWAG Group AG atthe
time ofthe effective date or, ifsuch value is lower, at
the time ofthe exercise ofthis authorization.

» Pursuantto Section 5 No 8 ofthe Articles of Association of
BAWAG Group AG, the share capital of BAWAG Group AG
shallbe conditionallyincreased by up to € 10,000,000 by
issuing up to 10,000,000 no-par value bearer shares for
the purpose of issuing them to creditors of convertible
bondswhich the Managing Board, with the consentofthe
Supervisory Board, mayissue in the future on the basis of
the authorization granted atthe shareholders’ meeting on
30 April 2019. The conditional capital increase may only
be carriedouttothe extentthatcreditors of conwertible
bondsto beissued by BAWAG Group AG or their
subsidiaries make use oftheir conversionand/or
subscription rights to sharesof BAWAG Group AG. The
amount to beissued and conversionratio shall be
determinedin accordance with the interests of BAWAG
GroupAG, the existing shareholders and the subscribers
ofthe convertible bonds withinthe framework ofa
customary market pricing procedure using recognized
customary market methodsand the stock exchange price
of BAWAG Group AG’sshares. The issue price ofthe new
shares may not be lessthan the proportionate amountof
the share capital. The sharesto be issuedas part ofthe
conditional capitalincrease are entitled to dividendsto the
sameextentasthe existing shares of BAWAG Group AG.

v

On 30 April 2019, the shareholders’ meeting resolved to
authorize the Managing Board for a period of 30 months
from the date ofthe resolution in accordance with
Section65Paral No8and Para 1aand 1b AktG to
acquireown shares. Pursuant tothe authorization, the
consideration to be paid pershare when acquiring
shares mustnot be lowerthan € 1.0and must not be
more than 30% above the volume-weighted average
price ofthe last20trading days precedingthe
respective purchase;inthe eventofa public offer,the
reference date forthe end ofthis period shall be the day
onwhichthe intention to launch a public offer has been
announced. The Managing Board is authorized to
determine the repurchase conditions.

The Managing Board mayexercise the authorization
within the statutory limitson the maximum number of
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own shares eitheronce oron several occasions,
provided that the percentage amountofthe share
capital of BAWAG Group AG relating toshares acquired
by BAWAG Group AG onaccount ofthe authorization or
otherwise does not exceed 10% ofthe share capital at
anytime.Repeated exercise ofthe authorization is
permissible. The authorization may be exercised forone
orseveral purposes by BAWAG Group AG, by a
subsidiaryor bythird partiesactingon behalfof

BAWAG Group AG.

The acquisition maytake place atthe discretion ofthe
Managing Board, with the consentofthe Supervisory
Board, via the stockexchange ora public offerorin
anotherlegally permissible, appropriate manner, in
particular,alsounderexclusion ofthe shareholders’ pro-
rata rights to re-purchase (reverse exclusion of
subscription rights) and also by using equity capital
derivatives. Tradingin treasurysharesis excluded as a
purpose for purchase.

On 30 April 2019, the shareholders’ meeting also resolved
to authorize the Managing Board for a period of five years
from the date ofthe resolution in accordance with Section
65 Para 1b AktG, toadopt a resolution, subjecttothe
consentofthe Supervisory Board, on the transfer of
treasuryshares using a different legally pe mitted method
ofsale thanthrough the stock exchange ora public offer
and onan exclusion of pre-emption rights (subscription
rights) ofshareholders, and to determine the terms and
conditionsofthe transfer ofshares.

Pursuantto the authorization, the Managing Board may,
with the consent ofthe Supervisory Board, transfer the
acquired shares without an additional resolution by the
General Meeting via the stock exchange or a public offer
andto determinethetermsoftransfer. Furthermore, the
Managing Board is authorized to cancel the own shares
acquired inwholeorin part without an additional
resolution bythe General Meetingwith the consent of
the Supervisory Board. The cancelation causesa capital
reduction bythe portion ofthe share capital that is
attributable tothe cancelled shares.

All of theseauthorizationscan be used once oron several
occasions. The authorizationsalso include the use of
treasuryshares held by BAWAG Group AG,as wellas
shares in BAWAG Group AG acquired bysubsidiaries or
third parties forthe account of BAWAG Group AG ora
subsidiary pursuantto Section 66 AktG.

59



BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

60

No material agreements exist (or must be disclosed
pursuanttoSec243a Paral No 8 UGB)to which BAWAG
Group AG is a partyand which take effect,changeorend
upona changeofcontrolin BAWAG Group AG as a result
of a takeover bid.

There are no indemnification agreements between BAWAG
Group AG and its Managing Board and Supervisory Board
membersoremployees that would take effect in the event
of a public takeover bid.
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HUMAN RESOURCES DEVELOPMENT

Ouremployees are keyto deliver on our strategyand on
buildingthe BAWAG Groupoftomorrow. Technology has not
only changed the customer be havior, but also the way we
work together. Besides the traditional banking e xpertise, the
capabilitiesandskillset of financial institutions’ employees
hadto beandwill continue to be enhanced toadapttothese
changes. Attracting, developing andretaining excellent
employeesis keyand therefore our responsibility is to create a
working environmentw here people are given the space for
theirdevelopment.

Our culture differentiates us from others:

What defines our
Bank is the incredible
passion, commitment,
work ethic, and faith

we put in each other
and our collective
ability to both execute
and deliver as one

team.

"Thisis ultimately what defines our culture and the driver
behind our successover the years."
Anas Abuzaakouk CEO

To support our employees developing their talents and skills at
their differentlevels oftheir career, we have set up the
framework “Throughthe yearwith HR”. This framework
monitors allinitiatives related to recruiting, talent management
as wellasleadership development. While offering s pecific
programs, we also provide a wide range oftraining
opportunities to help to developtheir personal aswell as
professionalskills, e.g. via e-learning. For selectedareaswe
alsooffera BAWAG academy, i.e.for Risk, Retail and Digital.

Working in multidisciplinary teams on projectsaswell asthe
integrationin case ofacquisitionsis also address in our
employees development plans. It offers the o pportunity to
broaden their knowledge aboutthe bankand givethema
prospect ofa richer career path, whichis fully aligned withthe
employee’stalentsand therefore also contributes to our
targets.

Diversity & inclusion

We do notmake anydistinctionon gender, ethnic
background, religionor sexual orientationin ourHR,
remuneration, recruitment and promotions. Equal treatment
ofouremployees isnotonly partofour Code of Conduct, it is
embeddedin our culture: While the majority of our employees
is based in Austria, our workforce is coming from 40 nations.

Promotion of women at BAWAG Group

Attracting the right mixofemployees is challenging. We have
made great progress over the lastyears with the initiatives set.
By the end 0of 2019, women represent 34 % of senior
leadership in BAWAG Group.

Having saidthat, there is still more to be done. More details
onthe various programsare outlined in the Corporate
Govemance Section.

One keyaspectofourwomen’s promotion planhas beento
encourage women to participate in personneldevelopment

programs. As an example, 14 ofthe total 25 patticipantsin

the “forTalents” programin 2019 were female.

Equal paymentis a principle. Gender paygaps are
addressed by providingtransparencyand is monitored
across hierarchies. With these tools, we could lower the gap
overthe lastyearsand ourtargetis to setinitiativesin order
to abandonthese gaps.

Well-being of our employees

Besides the working environment we wantto supportour
people during the different stagesin their life, by flexible
working hours, working from home o pportunities, supporting
women after theirretum from maternity leave and promoting
paternity leave, inhouse kindergarden, sabbatical o ptions,
leadership for part-time e mployees.

We alsooffer a health promotion program to our employees,
whichranges from trainings to specific topics, health checks,
company doctor and preventive measuresatreduced cost.
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The Managing Board has builta good dialogue withemployee
re presentatives over the last years, covering a wide range of
themes, suchas remuneration, reorganizationsand
restructurings, acquisitionsandwell-being. This includes
additional benefits for our employees for sports programs as
well as holiday andfinancial be nefits for different stages in
life, e.g. birth of children.

In regards tocreatinga family-friendly work environment,
we successfullycompleted the re-auditing process atyear-
end 2016 by the MinistryofScience, Researchand

LEADERSHIP DEVELOPMENT

Leadershipis a constant development processand a
cornerstone to handle all business challenges. Accordingly,
the leadershipdevelopment program e ncompassesa wide
range of offerings. The program focuseson a highlevel of
practice-oriented learning, the targeted development of
leadership skills, sharpening managers’ self-reflection skills
and employee guidance and dewelopment.

In retail sales, forexample, the leadership development
activities are based on a potential assessment thatis
supervised by external experts and aimed at identifyingan
individual’s personal strengths and areas for development.
Onthis basis,we offera training program that addresses
exactlythe skillsthat are needed forleadership.

In October 2019, the 22" group ofthe “LEAD neue
Fuhrungskrafte” leadership curriculum was once again held
inourcentral units. The program provides support and

Economyas a “family-friendlycompany”. Besides various
benefitsforouremployees, we also offer two company
kindergardens in ouroffices in Vienna. Moreover,we are a
memberofthe “Network of Family Friendly Companies”.

Certification

In January 2020, BAWAG was awarded as “Leitbetrieb
Austria”. Withthis certification BAWAG classifiesalonga
broadrange of criteria from recruiting to sustainability.

guidance for new members ofthe management team during
theirfirst yearin their new functionandservesasa platform
to discuss day-to-day leadership challenges withinthe group
of participants guided by an external consultor.

Experienced leadersand managementteams were again
supported through individual (management) coachingand
targeted change management measures—to meet the
specific needs. The focus was on individual advice/coaching
and optimal assistance for the managers (andtheir teams)
from HR Development and selected consultants.

The “After Work Fahrungskréfte Forum” was successfully
continued in 2019. Thisinitiative is a networking platform
within the Group where our managers can learnabout new
developmentsin managementand leadership and also
exchange professional knowledge and experiences. The
high interestin this eventis a testament toits success.
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TALENT DEVELOPMENT, SUCCESSIONAND CAREER PLANNING

Developing and retaining talented and qualified employees
who show commitment and engagementis key for BAWAG
Group. The banking landscape is undergoing constant
changesandthereforeitisour ultimate goal to promote a
high-performing work e nvironment, where we can strive
togetherasa team forlong-term success. While we promote
professionalaswellas personaldevelopment, we
simultaneously work on mitigating succession risk via rigorous
successionand career planning. With the talentidentification
and development processwe have in place, we assess high
potentialsand develop into potential successors for key
functionsin tailored programs. At the end of every year, the
Managing Boarddiscusses all potential successorsin the so-
called “TalentReview.” Forthis purpose, key functions were
reviewedanda coordinated planofaction wasadopted for
successionrisks.

Within the Risk area, the new “Risk Center of Excellence”
Program supports young potentials in their development
guided by risk mentorsand prepares them for future broader
responsibilities in BAWAG Group. The Program includes job
rotations, aninhouse academy, regular meetings with senior
managementand the assignmentofa risk project.

Forthe branches, we havethe “Leader’s Basics” talent
program for recruiting branch managers for retailand
corporate bankinginhouse. The participants are talented
young employeeswithleadership potential who have been
nominatedas partofthe succession planning process. They
go through a challenging program oftechnical and personal
developmenttraining to prepare themto manage a branch.
Forexperienced branch manager we offer the “Leader's
Premium” program with itsfocus on exchange of e xperience
and personal development.

MBO PROCESS (MANAGEMENT BY OBJECTIVES)

BAWAG Group’s remuneration policyis balanced in
rewardingthe performance, the competence and level of
responsibilityofthe employees. Our “Management by
Objectives” (MbQ) approach remains a key management
toolforsupportingour businessstrategy. Settingtargets in
the yearly MbO process is important for the development of
the bank and the performance ofthe employees. The
performance evaluation reflects the employee’s

professional and social competence and the achievements
of the individual as wellas Group targets. The MbO
dialoguesare held ona top down basis to guarantee that
the overall banktargetsare spread across each level. Two
dialoguesare part ofthe yearly MbO process, while based
ona flat hierarchywithin the bank, the regular dialogue
between employeesand the respective superioris given.
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Being one ofthe biggest banks in Austriawith 2.5 million
customers, our businessactivities havea majorinfluence
onthe local communities, the economyas well as the
environment. The world is changing and with thatthe
expectations fora financial institution have changed across
stakeholdersas well. With our purpose to be whereand
when ourcustomer needsus through his lifecycle, itis
crucialforusto respond oreven proactivelyaddress these
challengeswe arefacingas a financial institution. Be it the
technological change, the macro-economic challenges, the
changing customer behavioron one hand side, but alsothe
environmental and social aspects onthe other side. The
awareness ofthe latter has increased significantlyoverthe
lastyearsand we at BAWAG Group want tocontribute to
not just keep our negative impactsofour business activities
as low as possible, but also contribute in a positive way. We
believe thatbysteadilyincreasingthe sustainability ofour
core activities, we can make a differenceto ourlocal
economyand society. The prerequisite forembedding
these parametersin ourorganization and ensuring
responsible growth thatconsequentlyallows us to investin
ourpeople, capabilities and communities is our financial
resilienceas wellasthe proactive waywe respond to
changes in our business environment.

Steering these challenges just from thetop or centrally,
would not reflectthe waywe interact and cooperate at
BAWAG Group.To us,itis important thatsustainability is
embedded throughout the organization and to have each
employee contributing within his responsibilities. While
monitoringthese parameters and initiativesin the Non
Financial Risk and Economic-Social-Governance-

CSR REPORTING

As of the financial year 2017, the Austrian Sustainability
and Diversity Improvement Act extended and specified the
reporting obligations for non-financial information
(environmental, social and employee issues, respect for
human rights and anti-corruption) in the Group
Management Reportbyimplementing EU Directive
2014/95/EU. The purpose of mandatoryreportingis to

CORPORATE SOCIAL RESPONSIBILITY

Committee on a Managing Board level, we also have
established other platforms, like working groups, which
discussstrategic priorities with re presentatives ofthe
organization’s divisions,who alsoembed the topicsin their
teams.

We wantto address:

Environmental challenges: The preservation ofan intact
environment asthe basis of life for future generations is
one ofthe fundamental principles to us. We introduced
greenenergyinallofourbuildings in Austriaand
Switzerland in 2019 and continue to drive further initiatives.

Social aspects: BAWAG Group assumes itssocial
responsibilityas a “good corporate citizen”. To name some
initiatives: being a partnerfor non-profitorganizations, no
support ofany political parties, offering volunteer days to
ouremployees. Human resources are a major partaswell,
where more detailscan be found in the relevant section.

Governance: Havinga governance structure which
capturesthe right framework forthe waywe do business
sustainably.

We canandwantto playa role in helping totransform the
waybusiness is done. Being sustainable has been
embedded in the choices we make —as a financial partner,
asabusiness partneras wellasinregards to our suppliers.
However,we areawarethat our standards can be
developed furtherin environmental and social aspects,
which will be our main targetthroughout the next years.

increase thetransparencyand comparabilityofnon-
financial information.

In 2019, BAWAG Group again used the statutory option
provided forin Section 267a Para6 UGB to produce a
separate consolidated non-financial re port. This report can
be downloaded from the BAWAG Group website under
https://www.bawaggroup.com/csr
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RESEARCH AND DEVELOPMENT

BAWAG Group doesnotengage inanyresearch and
development activities pursuant to Section 243 UGB.
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OUTLOOK AND TARGETS

The bankingindustryacross Europe is undergoinga
significant transformation and facing several challenges in the
form of persistently low interestrates, continued pricing
pressure, increased regulatory requirements, new market
entrantsin the form offintechsand a rapid pace of
technologicalchange. We are confident that we have
positioned BAWAG Group to successfullytackle these
challengesin orderto continue growing our business while
maintaining a low-risk and well capitalized balance sheet.

Apart from these industry-specific challenges the outbreak of
the coronavirus COVID-19will most likely have an impacton
the economies we are doing businessin. Giventhe

Targets

Profit before tax

Net profit

Cost-income ratio

Return ontangible common equity

Common Equity Tier 1 capital ratio (fully loaded)
Earningspershare?

In terms ofcapital generation and return, we targetan
annual dividend payout 0f50% of net profitand will deploy
additional excess capital toinvest in organic growth and
pursue earnings-accretive M&Aat returns consistent with
ourGroup RoTCE targets. To the extent excess capital is
not deployed via such organic growth and M&A, we are
committed to distributing excess capital to shareholders,
basedona yearlyassessment,inthe form ofstock
buybacks and/orspecial dividends.

unceraintiesonscope andlength as wellasthe ongoing
developments, we cannotgive anyaccurate or reliable
estimates on potentialquantitative impacts currently. This
mayresultin anoverall challengedandvolatile market
environment. We willclosely monitorthe developmentandwe
will work to address to the bestofourability during the course
ofthe year.

Given our strong operating performance in 2018, we have
revisedouroriginal 3-year Group targets covering 2018
through 2020. Essentially, we have moved our targets one
yearforward:

2020
>€ 640 million
>€ 480 million
<40%
15% - 20%
13%
>€5.40

The Managing Board will propose to the Annual General
Meetingto distribute a dividend for the financial year 2019
of € 2.61 pershare (€ 230 million; based on shares
outstanding asof31 December2019).

Ourcontinued strong operatingresults in 2019 reiterate
that BAWAG Groupis well positioned to win in a competitive
European banking environment. We will continue to
maintain our low-risk strategy focused on the DACH region,
providing our customers with simple, transparentand best-
in-class products and services.
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CONSOLIDATED ACCOUNTS

PROFIT OR LOSSSTATEMENT

in € million

Interestincome
thereofcalculated using the effective interest method

Interestexpense

Dividend income

Net interest income

Fee and commission income

Fee and commission expense

Net fee and commission income

Gains and losses on financial assetsand liabilities
thereofgains fromthe derecognition offinancial assets
measured at amortized cost

thereoflosses from the derecognition offinancial assets

measured at amortized cost
Otheroperatingincome
Otheroperating expenses
Operating expenses

thereofadministrative expenses

thereofdepreciation and amortization on tangible and intangible

non-currentassets
Risk costs
thereofaccordingto IFRS 9

Share ofthe profit orloss ofassociates accounted for usingthe

equitymethod

Profit before tax

Incometaxes

Profit after tax

Thereofattributable to non-controlling interests
Thereof attributable to owners of the parent

In accordance with IFRS, the item Other operating
expenses alsoincludes regulatory charges (banklevy,
contributionsto the depositguarantee scheme and tothe
single resolution fund). For further details, please refer to
Note 5. The item Administrative expenses alsoinclude
regulatory charges (FMAand ECB supervisory charges)in

the amountof€ 4.1 million for2019 (2018:€4.0 million).

However, BAWAG Group’s management considers

[Notes] 2019 2018

1,154.1 1,1414

893.3 870.4
(278.7) (309.5)

3.6 8.6

[2] 879.0 840.5
374.7 3729
(91.2) (90.1)

[3] 283.5 282.8
[4] 70.7 19.5
1014 24.1
(0.9) (0.7)

[5] 111.0 64.1
[5] (142.0) (72.3)
(533.8) (521.9)
[6] (460.6) (477.2)
[7] (73.2) (44.7)
[8] (69.3) (45.1)
(65.5) (42.4)

[9] 52 5.1
604.3 572.7
[10] (145.0) (136.2)
459.3 436.5

0.2 0.0

459.1 436.5

regulatorycharges asa separate expense. Accordingly,
theyare shownin a separate expenselineinthe Group
Management Report.

The gains and lossesfrom the derecognition offinancial
assets measured atamortized cost result from sales of
financial instrumentsto third parties.
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Earnings per share pursuant to 1AS 33

Net result attributable to ownersofthe parent(in € million)

AT1 coupon (in € million)

Net result attributable to owners of the parent after deduction of AT1 coupon (in €
million)

Weighted average number ofoutstanding shares

Basic earnings per share (in €)

Weighted average diluted number ofoutstanding shares

Diluted earnings per share (in €)

Supplemental information on after-tax eamings per share according to BAWAG Group's internal definition

(before deduction of AT1 coupon; not in accordance with IAS 33)

Net result attributable to owners of the parent (in € million)
Weighted average numberofoutstanding shares
After-tax earnings per share in (€)

Changes in number of outstanding shares

Shares outstanding atthe beginning ofthe period
Shares outstanding atthe end ofthe period

Weighted average number ofoutstanding shares
Weighted average diluted number ofoutstanding shares

Earnings pershare represent the net result attributable to
ordinaryequity holdersdivided bythe weighted average
numberofordinarysharesoutstanding duringthe re porting
period. Some ofthese shares thatare boughtback are
used fora part ofthe Bank’slong-termincentive program,

Equity.

2019
459.1
(15.0)

444.1

97,840,364
4.54
97,942,999
4.53

2019
459.1
97,840,364
4.69

2019
98,794,893
87,937,130

97,840,364
97,942,999

2018
436.5
(6.2)

430.3

99,597,178
4.32
99,636,540
4.32

2018
436.5
99,597,178
4.38

2018
100,000,000
98,794,893

99,597,178
99,636,540

which onlyhas a service condition. Forthese shares, a
potential dilutive effectis calculated. Forfurther details
regardingthe 2019 share buyback, please referto Note 30
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STATEMENTOF OTHER COMPREHENSIVE INCOME

in € million 2019 2018
Profit after tax 459.3 436.5
Other comprehensive income
Items that will not be reclassified to profit or loss
Actuarial gains (losses) on defined benefitplans (29.4) (6.8)
Fairvalue changes ofshares and otherequity investmentsat fair value through

othercomprehensive income e ©-2)
Changein credit spread offinancial liabilities (2.1) 8.3
Incometaxonitems that will not be reclassified 6.3 1.7
Total items that will not be reclassified to profit or loss (17.6) (6.0)
Items that may be reclassified subsequently to profit or loss
Foreign exchange differences (2.4) (0.1)
Hedge ofnet investmentin foreign operations 2.0 -
Cash flow hedge reserve (12.8) (13.9)
thereoftransferred to profit(-) orloss (+)V 34 (5.5)
:?]aé(r)\;ileue changes ofdebtinstruments atfairvalue through other comprehensive 541 (78.5)
thereoftransferred to profit(-) orloss (+) (3.0) (29.3)
Share ofother comprehensive income of associates accounted for using the equity
method 2.3 (0.9)
Incometaxrelatingto itemsthat may be reclassified (11.0) 23.6
Total items that may be reclassified subsequently to profit or loss 32.2 (69.8)
Other comprehensive income 146 (75.8)
Total comprehensive income, net of tax 473.9 360.7
Thereofattributable tonon-controlling interests 0.2 0.0
Thereof attributable to owners of the parent 473.7 360.7

Forfurtherdetails, please referto Note 30 Equity.
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STATEMENT OF FINANCIAL POSITION

Total assets

in€million
Cashreserves

Financial assets at fair value through profit or loss

Financial assets at fairvalue through other
comprehensive income
Financial assets held fortrading
At amortized cost

Customers

Credit institutions

Securities
Valuation adjustment on interest rate risk hedged
portfolios
Hedgingderivatives
Property, plantand equipment
Investment properties
Goodwill
Brand name and customer relationships
Software and other intangible assets
Taxassets forcurrent taxes
Taxassets fordeferred taxes
Associates recognized at equity
Otherassets
Total assets

The line items Goodwill, Brand name and customer
relationships,and Software and other intangible assets are
shown underthe lineitem Intangible non-currentassets in
Note 31.

[Notes]
[11]

[12]

[13]

[14]
[15]

[29]
[17]
[17]
[18]
[18]
[18]

[19]
[51]
[20]

31.12.2019
1,424

740

3,631

3538
37,556
30,467

5,720
1,369

5

397
396
311

94
274
201

15

48
209
45,662

31.12.2018
1,069

504

3,039

351
38,334
30,482

4,340
3,512

1

401
116
118
59
264
182
15
75
45
125
44,698



Total liabilities and equity

in € million
Total liabilities
Financial liabilities designated atfair value through profit
orloss
Financial liabilities held fortrading
Financial liabilities at amortized cost
Customers
Issued bonds, subordinated and supplementary
capital
Credit institutions
Financial liabilities associated with transferred assets
Valuation adjustment on interest rate risk hedged
portfolios

Hedgingderivatives
Provisions
Taxliabilities for current taxes
Taxliabilities for deferred taxes
Otherobligations
Total equity
Equityattributable to the owners ofthe parent (exAT1
capital)
AT1 capital
Non-controllinginterests
Total liabilities and equity

CONSOLIDATED FINANCIAL REPORT

31.12.2019
41,834

369

334
38,543
30,378

5,080

3,085
729

337

116
480
34

54
838
3,828

3,527
297

45,662

31.12.2018
40,693

576

301
38,325
30,195

3,849

4,281
150

156

104
465

8

11
597
4,005

3,706
298

44,698
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STATEMENTS OF CHANGESIN EQUITY

in€million
Balance as of
01.01.2018
Changesintreasury
shares
Transactions with
owners
Share based
payment
Dividends
AT1 capital
AT1 coupon
Total comprehensive
income
Balance as of
31.12.2018
Balance as of
01.01.2019
Transferfrom other
comprehensive income
Transactions with
owners
Share based
payment
Dividends
Buyback ofshares
Transactions with non-
controllinginterests
AT1 capital
Changein scope of
consolidation
AT1 coupon
Total comprehensive
income
Balance as of
31.12.2019

76

Subscribed Capital
capital reserves
100.0 1,146.4
(1.2) =

- 4.2

- 4.2
98.8 1,150.6
98.8 1,150.6
(10.9) (24.4)
- (24.4)
(10.9) =
879 1,126.2

Otherequity
instruments
issued

297.6

297.6

297.5

Retained
earnings
reserve

2,278.2
(46.6)

(58.3)

(58.3)

(6.2)
436.5

2,603.6
2,603.6
1.3

(605.2)

(215.2)
(390.0)

0.5

(15.0)
459.1

2,444.3

Cashflow Actuarial
hedge reserve gains/losses

netoftax netoftax
2.8 (76.9)
(10.5)0 (5.1)
(7.7) (82.0)
(7.7) (82.0)
(9.6)V (21.7)
(17.3) (103.7)

Debt
instrumentsat
fairvalue
through other
comprehensiv
eincomenet
oftax
excluding

equity
associates

47.4

(58.3)?

(10.9)

(10.9)

3987

29.0



Debt
instrumentsat Shares and
fairvalue otherequity
through other investments at
comprehensiv  fairvalue
eincomenet through other
oftaxfrom comprehensiv

Changein Hedge ofnet
credit spread investmentin
of financial foreign

of tax of tax
equity eincomenet
associates of tax
23 125 (58.6) -
(0.9) (7.1) 6.2 -
1.4 5.4 (52.4) -
14 5.4 (52.4) -
2.3 5.7 (1.6) 2.0
3.7 11.1 (54.0) 2.0
1) Including cost of share buyback in the amount of € 0.9 million

Forfurtherdetails, please refer to Note 30 Equity.

Foreign
exchange

(0.1

(0.1)

(0.1)

(2.4)

(2.5)

Equity
attributable to
the owners of

liabilities net operations net differences the parent(ex

AT1 capital)

3,454.1
(47.8)
(54.1)

4.2

(58.3)
297.6
(6.2)

360.7
4,004.3
4,004.3

13

(640.5)

(24.4)

(215.2)
(400.9)V

0.5
0.0

(15.0)
473.7

3,824.3

CONSOLIDATED FINANCIAL REPORT

Non- . Eq_uity
trolling mcludmgnon—
cicr)w?e rests controlling
interests
14 3,455.5
= (47.8)
(0.3) (54.4)
- 4.2
(0.3) (58.6)
- 297.6
= (6.2)
- 360.7
1.1 4,005.4
1.1 4,005.4
- 13
(0.9) (641.4)
= (24.4)
(0.9) (216.1)
- (400.9)
- 0.5
- 0.0
3.6 3.6
= (15.0)
0.2 473.9
4.0 3,828.3
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CASH FLOWSTATEMENT

in € million

I. Profit (after tax, before non-controlling interests)
Non-cashitemsincluded in the profit (loss) and
reconciliation tonet cash from operating activities

Depreciation,amortization, im pairment losses, write-

ups
Changesin provisions

Changesin other non-cash items
Proceeds fromthe sale offinancial investments,

tangible non-current assets, intangible non-current

assets and subsidiaries

Share of profit of equity-accounted investees, net of

tax

Otheradjustments (mainly received interest less paid

interest)
Subtotal
Changeinassetsand liabilities arising from operating
activities after corrections for non-cash items
Financial assets at amortized cost
Otherfinancial assets (notincluding investing
activities)
Otherassets
Financial liabilities at amortized cost
Otherfinancial liabilities (notincluding financing
activities)
Otherobligations
Interestreceipts
Dividend receipts
Dividendsfrom equity-accounted investees
Interestpaid
Incometaxes paid
.Net cash from operating activities
Cash receipts from salesof
Financial investments
Tangible and intangible non-currentassets
Cash paid for
Financial investments
Tangible and intangible non-currentassets

Cash receipts from salesofsubsidiaries

Cash receipts from salesofassociates

Acquisition of subsidiaries, net ofcash acquired
I1l. Net cashused in investing activities

Changesintreasuryshares

Dividends paid

Issuance of subordinated liabilities (includingthose

designated atfairvalue through profit orloss)

Changesinownership interestsin subsidiaries not

resulting in a lossofcontrol

[Notes] 2019
Profit orloss statement 459

[71,18] 83
[27] 35
(36)

[4],[5] 17

Profit orloss statement (5)

(875)
(322)

(740)
(193)

(77)
(1,219)

854

(74)
1,151
Profit orloss statement 4

(276)
(24)
(912)

3,906
32

(2,229)
[17]1,118] (66)
Cash flow from the sale of
subsidiaries

9
(120)

1,532
(401)v
(216)

400

[35]

Statement ofchangesin equity
Statement ofchangesin equity

2018
437

58

26
278

(%)

(876)
77)

(266)
408

10
(776)

(846)

(310)
1,151
9
1
(348)
(7)
(1,052)

3,145
2

(1,923)
(62)
1

1,163
(48)
(58)
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Issuance of AT1 capital Statement ofchangesin equity - 298
AT1 coupon Statement ofchangesin equity (15) 9)
Cash paid foramounts included in lease liabilities (23) -
Redlemption ofs.ubordinated Iiabilitigs (including those (15) (405)
designated atfairvalue through profit orloss)
IV.Net cash from financing activities (265) (222)
Cash and cash equivalents at end of previous period 1,069 1,180
Net cash from operating activities (912) (1,052)
Net cash used in investing activities 1,532 1,163
Net cash from financing activities (265) (222)
Cash and cash equivalents at end of period 1,424 1,069
The Cash Flow Statement provides information about the The Cash Flow Statement is oflow relevance for BAWAG
current stateand development ofthe Group’scashand Group. Itis nota substitute for liquidity or financial
cashequivalents as ofthe reporting date. It shows inflows planningand is not used asa management tool.

and outflows ofcash broken down by operational activities,
investing activities and financing activities. The amount of
cashand cash equivalents reported comprisescash on
hand and balances atcentral banks.



BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

Changesin liabilities arising from financing activities in accordance with IAS 7.44A, including bothchanges arising from cash flows

and non-cash changes

Liabilitiesarising from financing activities are liabilities for
which cash flowsare classifiedas cashflowsfromfinancing
activitiesin the Cash Flow Statement. At BAWAG Group,
theseare cashflowsfrom subordinated and supplementary

capital (for details regarding subordinated and
supplementary capital, please refer to Note 24). Thus,

the following table disclosesthe changes from subordinated
and supplementary capital in the reporting period:

o Valuation of
Fair Value labilities
Changein  adjustmentof designated at Issuance Repurchase/Re
01.01.2019  scope of hedged item f‘a% value of new Additions demption/Cash  Others 31.12.2019
consolidation  from hedge o bonds Change
accountin through profit or

in € million : © loss
Financial liabilities designated at
fair value through profit or loss

Subordinated and supplementar

| i s - (1) - - - - 130

capital
Financial liabilities measured at
amortized cost

Subordinated and supplementar

. PP Y102 - - 400 - (15) 7 500

capital
Other obligations

Lease liability 261 - - = 23 (23) (8) 253

Changein adjustmentof designated at Repurchase/R
01.01.2018 scope of hedged item lf\' = | ’ edemption/Ca Others 31.12.2018
consolidation from hedge arvalue g Change

) o accounting through profit
in € million - or loss
Financial liabilities designated at fair
value through profit or loss

Subordinated and supplementary capital 528 - - (18) (379) = 131
Financial liabilities measured at amortized
cost

Subordinated and supplementary ca pital 128 - = = (26) = 102

Regardingchangesin equitydue to dividends paid, please referto the Statement of Changes in Equity.
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Cash flow from the sale of subsidiaries

In 2018, BAWAG P.S K. Leasing Holding GmbH sold its losses on financial assets and liabilities. There were no
sharesin RF 17 BAWAG Immobilienleasing GmbH. The sales ofsubsidiaries in 2019.
profit from the sale wasshown in the line item Gainsand

in € million 2019 2018
Sales proceeds - 1
Assets sold - 16
Financial assets - 16
Otherassets - -
Debts sold - 15
Financial liabilities - 15
Otherobligations - -
Net assets sold - 1
Profit from the sale - -
Sales proceeds - 1

Cashand cash equivalentscontained in the assets sold -
Proceeds from the sale -

—
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NOTES

NOTESTO THE CONSOLIDATED FINANCIALSTATEMENTS

11 Accounting policie

BAWAG Group AG is the parentcompany of BAWAG Group.

BAWAG P.S .K.Bank fur Arbeit und Wirtschaft und

Osterreichische Postsparkasse Aktiengesellschaft (BAWAG

P.S.K.AG), a subsidiaryof BAWAG Group AG,isan
Austrian bank operating predominantly in Austria with
additional activities in selected international markets. The

registered office of BAWAG Group AG is located atWiedner

Gurtel 11,1100 Vienna.

The consolidated financial statements were pre pared
applying section 59a BWG, accordingto Regulation (EC)
No.1606/2002 ofthe European Parliament and ofthe
Councilof19July 2002,and in accordance with the
provisions ofthe standards (IFRS/IAS) published bythe
International Accounting Standards Board (IASB) and the
interpretations bythe IFRS Interpretations Committee

(IFRIC/SIC)as applicable onthereporting date as adopted

by the EU and therefore mandatory with respect to the

consolidated financial statements as 0f31 December 2019.

These consolidated financial statements for BAWAG Group

accordingto IFRS are based on the individual annual
financial statements forall fully consolidated Group
companies accordingto IFRS asof31 December2019.
All material associatesare accounted for using the equity
method.

The preparation of consolidated financial statements

accordingto IFRS requires thatassumptions and estimates

be made about factorsthat have a material influence on
the Group’s business operations. These assumptions are
regularlyreviewed and adjusted whenever needed. Such
adjustmentsare taken intoaccount inthe current period

andalso forfuture periods when the adjustment haslong-

term effects.

The recognition and measurement principles described

below have been applied uniformlywith respect to all ofthe

financial years stated in these consolidated financial
statements, with the exception ofthe requirements
pursuanttoIFRS 16 Leases, the clarificationsto IAS 12
Income Taxes (both from 1 January2019; previousyear
not adjusted) and the change ofthe valuation method for
investment properties (IAS 40).

We have maintained the accounting and valuation methods

thatwereapplied in the consolidated financial statements

asof31 December 2018, with the exceptions mentionedin
the paragraph above.

The reportingcurrencyis euro. Unless indicated otherwise,
allfigures arerounded to millions ofeuros. The tablesin
this report may contain rounding differences.

All monetaryfigures in foreign currenciesare translated at
the middle exchangerate onthereportingdate.

Scope of Consolidation and ConsolidationPrinciples

The scopeofconsolidation includes all directand indirect
material equityinvestments of BAWAG Group.

As of 31 December 2019, the consolidated financial
statements included 62 (2018:47) fully consolidated
companiesand 2 (2018:2) companiesthat are accounted
for using the equitymethod in Austriaand abroad. Inthe
firstquarterof2019, Zahnarztekasse AG was acquired, the
entitiesTiger Retail UKRE 1 S.arl.and Tiger Retail UK RE
2 S.arl. were founded, BAWAG Group Germany GmbH
was included in the scope of consolidation due to
materialityand START Immobilienleasing GmbH was
deconsolidated due toimmateriality. In the second quarter
of 2019, EOS Health Honorarmanagement AG (renamed to
Health Coevo AG as of1 July 2019), BFL LeasingGmbH
and Morgenstern Miet+ Leasing GmbH were acquired and
RomaxImmobilien GmbH and five real estate entitieswere
consolidated forthe first time. In the third quarterof2019,
BAWAG Education Trust Corp.and PFH Properties Funds
Holding GmbH were included in the scope of consolidation
due to materialityand BVV Cayman Ltd. was founded. In
the fourth quarterof2019, Bonnie REUK 1 B.V. was
founded and Promontoria Holding 136 B.V.was acquired.

Ina mergeragreementdated 12 December 2019,
easybank AG and BAWAG P.S.K.agreed that the
transferring easybank AG would transfer its entire assets to
the acquiringcompany BAWAG P.S .K. by wayofuniversal
succession and waiving liquidation asofthe merger date of
30 June 2019.Sincethe acquiringcompanyis the sole
shareholderofthe transferring company, no shares are
granted. ltwas alsoagreed inthe mergeragreement of 12
December 2019 between Pa-Zweiundsechzigste W T
Beteiligungsverwaltungs GmbH and BAWAG P.S K.thatthe
transferringcompany Pa-Zweiundsechzigste WT
Beteiligungsverwaltungs GmbH would transferits assets in



theirentiretyto the acquiringcompany BAWAG P.S .K. by
wayofuniversal succession and waiver ofliquidation as of
the mergerdate 30 June 2019.

The owners ofeasybank AG, Pa-Zweiundsechzigste WT
Beteiligungsverwaltungs GmbH and BAWAG P.S K.
approved the mergeragreements byresolution of12
December2019 and resolved the mergers.

In the interestof materiality, the criteriaforinclusion are
both the amountofanentity’s assetsand its relative
contributionto the Group’s consolidated profit. All non-
consolidated subsidiaries had onlya minor influence on the
Group’s assets, financial position and the results ofits
operations. Note 48 List of consolidated subsidiaries
contains a list ofall fully consolidated subsidiaries and
associatesaccounted for usingthe equity method.

The carrying amount ofthe associates that are not
accounted for usingthe equity method totaled € 13
million (2018:€ 16 million)on 31 December2019.
Controlled companieswith a carryingamount of€ 11
million (2018: € 18 million) were not consolidated because
theydid not have a material effecton the Group’s assets,
financial position orthe results ofits operations.

Furtherdetails on the scope of consolidation and major
changes inthe Group’s holdings can be found in Notes 48
and 49.

The acquisition method accordingto IFRS 3is used for
business combinations. Underthis method, the acquisition
costsforthe entityin question must be compared with the
value ofthe netassets at thetime ofacquisition. The value
ofthe netassets is the fairvalue ofall identifiable assets,
liabilities and contingent liabilities assumed at the time of
acquisition.

All intragroup receivablesand payables, expenses,and
income and intragroup profitsare eliminated unless they
are insignificant.
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Capitalized goodwill in the amount of € 94 million (2018:
€ 59 million) is recognized under Goodwill on the
Statement of Financial Position. Inaccordance with IFRS 3
in conjunction with IAS 36 and IAS 38, the recognized
goodwill ofall cash-generating units (CGUs) is subject to
annualimpairmenttestingin accordance with IAS 36.

Goodwill impairmenttestingis performed byapplying the
value in use forthe respective entities.

Currently, the goodwill is allocated to the easybank
franchise (€ 59 million), Zahnarztekasse AG (€ 20 million),
Health Coevo AG (€ 15 million), BAWAG P.S K.
Versicherung AG (€ 12 million) and PSA Payment Services
Austria GmbH (€ 6 million) —the latter twoentitiesare
accounted forusingthe equity method —as theseare the
smallest CGUsto which goodwill can be assigned. Further
details on the entities accounted for using the equity
method can be found in Note 34 and Note 51.

The customer businessofthe easybank franchise is part of
the Retail & SME segment, the rest is partofthe Corporate
Centersegment. BAWAG P.S .K.Versicherung AG and PSA
Payment Services Austria GmbH are partofthe Corporate
Centersegment.

Also,all equityinvestments were tested for indicatorsofa
sustained or material impairment. Impairment tests were
carried outifnecessarydue to the indicators.

All non-consolidated equity instruments are measured
accordingto IFRS 9and classified asfairvalue through OCI
orfair value through profit orloss. Further details can be
foundin Note 49.

The non-consolidated 2.5% interestin Hamburg
Commercial Bank AG,which is measured atfairvalue
through profit orloss, was re ported under financial assets
measured at fairvalue through other comprehensive
income asof31 December 2018 due to an editorial error.
Due to immateriality, previous year figures were not
adjusted. The Profit or Loss Statement and the Other
Comprehensive Income are not affected.
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IFRS 9 Financial Instruments

IFRS 9 became mandatory for BAWAG Group forthe
reporting period beginningon 1 January2018.1FRS 9
establishesthree primary measurement categories for
financial assets: amortized cost, fair value through profit or
loss and fairvalue through other comprehensive income.

Financial instruments are recognized and derecognized on
the trade date.

Classification of Financial Assets and Financial Liabilities
Financial Assets

IFRS 9 establishesthree principal classification categories
for financial assets: measured atamortized cost, fairvalue
through other comprehensive income (FVOCI) and fair
value through profit orloss (FVTPL).

The basis of classification depends on the entity’s business
modeland the contractual cash flow characteristics ofthe
financial asset.

A financial asset is measured at amortized costonlyifthe
object ofthe entity’s business model is to hold the financial
assetandthe contractual cash flowsare solely payments of
principal and interest on the principal outstanding (simple
loanfeature). Afinancial assetis measured at fairvalue
through other comprehensive income ifthe assetis heldin
a businessmodel in which assets are managed both in
orderto collect contractual cash flows and are held fora
future sale and ifthe contractual cash flows are solely
payments of principal and interest on the principal
outstanding (simple loan feature). Financial assets that do
not meet these criteria are measured at fair value through
profitorloss. If the structured financial asset contains an
embedded derivative and therefore does notfulfill the SPPI
criteria, the financial instrument is assessed in its entirety
and measured atfairvalue through profit orloss.

Premiumsand discounts are recognized pro rata temporis
via the effective interest rate. Expenses and revenues were
setoffagainstoradded to interestincome from the same
financial instrument.

Processing fees are deferred overthe term ofthe loanand
recognized inthe netinterestincome after deducting the
directlyattributable costs.

Please seethe Impairment section for information about
the formation of provisions.

Business Model Assessment for Financial Assets
The Group identified the following business models:

» Holdto Collect
Financial assets heldin this businessmodel arein
general intendedto be held until maturity and managed
to realize cash flows by collecting principal and interest
overthe lifetime ofthe instruments. Not all ofthe financial
assets need to be held until maturity. Under certain
circumstances, sales are consistent with this business
model independent of their volume and frequency, for
exampleifthe assetis sold close tothe maturity ofthe
financial assetandthe proceedsapproximate the
collection ofthe remaining contractual cash flows or the
assetissold duetoanincrease intheasset’screditrisk
due to changesin taxorregulatory laws, withinbusiness
combinations or reorganizationsor in stress case
scenarios. In addition, salesare considered as
insignificantindependentoftheir reason when sales
volumesandearningsdo notexceed 5% ofthe average
book value ofthe respective portfolio in a year.

» Holdto Collectand Sell
Financial assets thatare held in this businessmodel are
managed both in orderto collect contractual cash flows
andforselling. This business model coversa portfolio of
predominantly liquid investment grade bonds that can
be sold, putupforan ECBtenderorusedina
repurchase agreement transaction ifneeded.

» OtherFinancial assets
Financial assets in this business model are held to sell.
BAWAG Group designated a small portfolioofloans to
the public sectorin this business model. These loans
are incurred principally forthe purpose ofselling them
in the nearterm (loans are held fora short timeframe
andare thensold).

» Held for Trading
This category covers financial assetsand liabilities held
for trading purposes. These financial instruments are
recognized attheirfairvalue. All derivatives in the
trading and banking book that are not partofa hedging
transaction are assigned tothis category. Financial
liabilities include liabilities from derivative transactions,
short positions and repurchase agreements.



Certain financial assets that do not meet the definition of
trading assetsare designated at fair value through profit or
loss usingthe fairvalue option. BAWAG Group exercised
the fairvalue optioninthe following cases:

» To avoidanaccounting mismatch
- Forfixed-income securities and loans whose fair value
onthe date ofacquisition has been hedged with
interest rate derivatives;
- Investment productswhose fairvalue changes have
been hedged with derivatives.

Assessment Whether Contractual Cash Flows Are Solely
Payments of Principal and Interest for Financial Assets

To identifywhethera financial asset fulfillsthe SPPI criteria,
BAWAG Group analyzes its portfolioin three steps:

1. Identifying all financial assets clearly fulfillingthe SPPI
criteria;

2. Qualitative benchmark test;

3. Quantitative benchmark test.

A qualitative or quantitative benchmark testmust be
performed forfinancial instruments with possibly harmful
conditions. Aqualitative benchmark test suffices ifthe
possiblyharmful featureis clearlyimmaterial when
comparingcash flows, e.g. certain prior fixings. In this
case,a quantitative benchmark test is not necessaryand
the financial instrumentfulfills the SPPI criteria. Inall other
cases, a quantitative benchmark testis required comparing
the cash flowofthe financial assetwith the harmful feature
witha cashflowofa theoretical financial instrumenthaving
the same conditions but withoutthe harmful feature. If the
cash flows deviate significantly, the financial asset does not
fulfillthe SPPIcriteria and must be measured at FVTPL.

When comparing cash flows inthe benchmark test,
BAWAG Group defined a deviation 0f5% when comparing
cumulative cash flows and 1% ofannual cash flows as
immaterial. A portfolio ofloansand bonds currently fails the
SPPltest,mainlydue to theirinterestrate indicator being
non-compliant.

Financial Liabilities

In accordancewith IFRS 9, financial liabilities

» notheldfortradingor

» designated asFinancial liabilitiesat fair value through
profitorloss
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are measured at amortized cost.

Fairvalue changes offinancial liabilities in the fairvalue
option are generally presented asfollows:

» the amountofchange inthe fairvaluethatis
attributable tochangesin the creditrisk ofthe liabilityis
presentedin OCl;and

» the remainingamountofchange inthe fairvalueis
presentedin profitorloss.

Certain financial liabilities that do not meet the definition of
trading liabilitiesare designated at fair value through profit
orloss using the fair value option. BAWAG Group exercised
the fairvalue option in the following cases:

» To avoid anaccounting mismatch
- Forfixed-income own issueswhose fairvalue on the
date ofacquisition hasbeen hedged with interestrate
derivatives
» Presence ofembedded derivatives
- Ownissues with embedded derivatives

Reclassifications

Financial assets are not reclassified subsequentto their
initial recognition, exceptin the period afterthe Group
changes its business model formanaging financial assets.

Contractual Modifications

If the contractual cash flowsare changed in the course of
renegotiating loans, an assessment ofthe significance of
the changeis required. Inthe event ofa non-significant
change inthe contractual cash flows, the grosscarrying
amount ofthe instrument is adjusted to the present value
of the new contractual cash flows, discounted at the
original effective interest rate. The difference between the
old gross carrying amount and the new gross carrying
amount is recognized inthe income statement as a
modification gainorloss.

If the cash flows differ significantly (BAWAG Group has
chosen a significance threshold for the change in present
value 0f10%), the contractual rights to the cash flows from
the original instruments are considered forfeited. In this
case, the original instrumentis derecognized and a new
financial instrument is recognized at fairvalue plus any
eligible transaction costs.
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In addition, the original assetis derecognized in case ofa
qualitative modification ofthe contract. This is the case if
there isa change inthe contract partyorthe contract
currency (unless thiswas already agreed in the original
contract) and the introduction or removal ofa contractual
clausethatis notSPPI-compliant.

In case of modificationsthat do notlead to derecognition,
BAWAG Group assesses a significant increase in credit risk
through one ofthe stage transfer criteria and determines if
the assets’ lossallowance is measured at lifetime or 12-
month expected loss. Asignificant increase in creditrisk is
assessed by comparing:

» the remaininglifetime PD at the reporting date based on
the modified terms; and

» the remaininglifetime PD estimated atthe initial
recognition with the original contractual terms.

When modification ofa loan thatis not credit-impaired
results in a derecognition,a new loan is recognized and
allocated tostage 1.

Equity Instruments

IFRS 9 requires allequity instruments to be measured at
fairvalue through profitorloss, but allows usersto
designate equityinstrumentsthat are notintended to be
“held fortrading” atfairvalue through OCI. This decision is
made on an instrument-by-instrument basis. [fthe OCI
optionis used, allfairvalue changesincluding sales from
gainsareshownin OCl. Gainsand losses are not recycled
to profitorloss (P&L). Onlydividends are recognized in
P&L.This designation can onlybe madeatinceptionand
cannot be changed afterwards.

The majorityof BAWAG Group’s equity investments are
intended to be long-term investments and BAWAG Group is
not focused on realizing short-term sales profits from these
investments. Therefore, equity investments are generally
classified as FVOClas the Group regards this presentation
as giving a clearer picture ofthe Group’s profitability. This
mainly concerns non-consolidated interestsin subsidiaries
aswellasinvestments in AT1 instruments (Additional Tier
1). In case BAWAG Group plans to sell equity investments
in the mediumornearterm,the useofthe FVOCloptionis
decided ona case-by-case basis.

Hedge Accounting

IFRS 9 also containsa new general hedge accounting
model. This model aligns hedge accounting more closely
with operational risk management and allows hedging
strategiesthat are used forthe purposesofrisk
management. The effectiveness test as a requirementfor
the use ofhedge accountingwas revised: Instead ofthe
quantitative criterion (bandwidth 0f80% to 125%),
qualitative and quantitative criteria for a forward-looking
effectiveness assessmenthave been introduced.
Furthermore, voluntaryterminations ofhedge relationships
are no longerallowed in general, but onlyifcertain
requirements are met.

Rules forrebalancingwere introduced for hedging
relationshipsin which the hedged risk and the risk covered
by hedginginstruments are notidentical. These rules state
thatthe hedge ratiocan be adjusted in the event of
correlation changes without having to terminate the hedge
relationship.

While the macro hedge accounting project is ongoing,
adoptersofIFRS 9 may,as anaccounting policy choice,
continueto applythe macrofairvalue hedge accounting
modelforinterest rate riskin IAS 39.

BAWAG Group currentlyexpects no majorimpactsonthe
consolidated financial statements resulting from IFRS 9
hedge accountingand decided to continue applying hedge
accountingaccording to IAS 39.

Impairment

IFRS 9 requires a bank todetermine the expected credit
loss (ECL) based on a probabilityassessment of future cash
flows and losses. The ECL is basicallydefined as the
difference between the cash flowsthat are due to the bank
in accordance with the contractual terms ofa financial
instrument and the cash flows that the bank expects to
receive (considering probabhilities of default and expected
recoveries).

The maindriversinthe ECL calculation are the lifetime
probabilityofdefault (PD), the lifetime loss given default
(LGD)and the lifetime exposure atdefault. Existing internal
rating based (IRB) risk models are the starting point for
IFRS 9 parameterestimation. Necessaryadjustmentsto
increasethe forecast horizon and to consider forward-
looking information were made.



The lifetime PDis assumed to consistofa through-the-
cycle component and a point-in-time component. The
through-the-cycle componentre presents idiosyncratic
characteristics ofthe borrower, whereas point-in-time
stands for business-cycle effects. For the through-the-cycle
component,the model approach considersthe
homogenous and non-homogenous continuous Markov
approach,amongstothers. The shift factoris used forthe
point-in-time component. Macroeconomic variables predict
the short-term future default rate, which resultin a shift of
the through-the-cycle PD. The long-term default rate is
oriented towardsthe central tendency ofthe corresponding
segment. Foreach relevantbusinesssegment, se parate
models were developed. The initial validation (“back
testing”) confirmed theaccuracy ofthe estimates.

The LGD models also consist ofa through-the-cycle and a
point-in-time component, with the LGD beingsplitintoa
recoveryrate forcollateraland a loss rate for the unsecured
exposure. Similarto the shift factor model mentioned
above, macroeconomic predictions are used to forecast the
loss rate ofthe unsecured exposure. For Sovereignsand
Institutions, the through-the-cycle and point-in-time
component fora total LGD model was estimated using an
external loss database.

Forthe committed but not drawn exposures, a Credit
Conversion Factor (CCF) fora defaulted and fora non-
defaulted scenario was estimated applyinga similar
methodologyas for PD and LG D estimation.

BAWAG Group appliesthe default definition accordingto
Article 178 of Regulation (EU) No 575/2013 (Capital
RequirementRegulation —CRR), whichrefersto 90 days
past due and to unlikeliness-to-pay criteria, consistent for
allasset classes and risk models. As a result,all IFRS 9
parameters were estimated and calibrated using the default
definition accordingto the CRR.

Staging Criteria and Significant Increase in CreditRisk as
Part of Impairment

The ECL model in BAWAG Group applies to:

» Financial assets that arerecorded atamortized cost or
atfairvalue through other comprehensive income;

» Lease receivables;

» Loancommitments and financial guarantees thatare not

measured at fairvalue through profit orloss;
» Contractassets accordingto IFRS 15.
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Risk provisioning ofexpected creditlossesin staging
concept:

Stagel:12-month ECLs

The 12-month calculation appliesto all financial
instrumentsat initial recognition (with a few exceptions,
e.g.for purchased ororiginated financial assetsthat are
credit-impaired on initial recognition “POCI") and those
which do not showa significant increasein credit risk since
initial recognition (in the case of POCI, onlythe cumulative
changes in lifetime expected losses since initial recognition
are recognized).

Stages 2and 3: Lifetime ECLs

The measurementoftherisk provisions for stage 2 andstage
3 positions based on the lifetime expected credit loss model
applieswhen a significant increase in credit risk since initial
recognition has occurred. It must be pointed out that the
stage 3 exposures in BAWAG Group complywith the default
definition accordingto CRR.

The overall procedure ofthe stage allocation in BAWAG
Groupis based onthree conditions:

» a quantitative,
» aqualitative,and
» a backstop criterion.

As long as one ofthese criteria applies, staging transfer
occurs. The quantitative criterion measures the cumulative
PD change sinceinitial recognition, while the qualitative
criterion contributes additional information to assessthe
significant increase in creditrisk. As a backstop criterion,
BAWAG Group considers delayed paymentswhich are
more than 30 days pastdue as a significant increase in
creditriskas well.

A quantitative criterion ofanincreasein credit risk is based
ontwo thresholds:

» the relative cumulative PD change,and
» the absolute cumulative PD change,

andthe exposurewill only be considered as stage 2 with a
lifetime ECLifboth thresholds are exceeded.

BAWAG Group considers the method based on quantile
regression to calculate critical values for relative change in
PD,i.e.the significance thresholdsare set tothe empirical
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quantiles (e.g.95% quantile) ofthe response variable
(relative changein lifetime PD since initial recognition).
This approach hasbeen selected due to economic
plausibility, statistical significance of variables, acceptable
goodnessoffitand a distribution ofexposures between two
stagesas expected. The following variables impact the
quantilesofthe lifetime PD changes, causingthe quantile
thresholds to vary:

» customersegment,

) initial rating,

» remainingterm (time between reporting date and
maturitydate),and

» vintage ofthe financial instrument (time-lapsed between
initial date and reporting date).

Qualitative staging criteria factors selected by BAWAG
Groupare:

» Entryin watch list (non-retail customers),
» Entryin warninglist (retail customers),and
» Forbearanceflag.

If one ofthesefactors is active, the staging transferis
executed.

All financial instruments with payment delays of more than
30 days past due fulfill the backstop staging transfer
criteriaof BAWAG Group, provided they have not been
defaulted (meaningin stage 3).

As long as no staging factor is active, the exposure is
automaticallyreassigned tostage 1. A default cure period of
30 days for financial instruments in stage 3 is in place
complyingwith the default definition accordingto CRR.

Stage 3: Lifetime ECLs
At eachreporting date, the Group assesseswhether there

is objective evidencethat a financial assetora group of
financial assets is impaired. Afinancial assetor group of

financial assets isimpaired and impairment losses are
incurred if:

» there is objective evidence ofimpairmentas a result ofa
loss eventthat occurred after the initial recognition of
the assetand up to the reporting date (“a lossevent”);

» the loss event had animpactonthe estimated future
cashflows ofthe financial assetorthe group offinancial
assets;and

» areliableestimate ofthe loss amount can be made.

The loanloss provisions cover provisions for loan defaults
orcounterpartyrisksand are formed asindividual and
general provisions onthe basisof past experience. The
loanlossprovisionsfrom lending are netted offagainst the
correspondingreceivables on the Statement of Financial
Position. Provisions for off-balance-sheetloansare re ported
as provisions.

To allow management to determine whether a loss event
has occurred onanindividual basis, all significant counter-
partyrelationships are reviewed periodically. This
evaluation considers current information and events related
to the counterparty, such asthe counterparty experiencing
significant financial difficulty ora breach of contract, for
example,defaultordelinquencyin interestor principal
payments.

The loanloss provision for significant individual counter-
partyrisks is based on expected future recoveries in
accordance with therisk analysts’ estimates. Provisionsfor
counterpartyrisks that were notindividually significant were
accounted forgenerally,on a percentage basis, with regard
to the amountsoverdueand based on the Group’s
historical loss experience.

The approval procedures forimpairmentsand de bt waivers
are described inthe handbook on competencies and
authorizations. Receivables are written offin coordination
with the respective divisions when all attemptsto collect the
debt have failed orwhen thereis no intention to actively
continuethe collection process.



Hedge Accounting

BAWAG Group choseto continue applying hedge
accountingunder IAS 39.

BAWAG Group uses fairvalue hedge accountingto account
for hedges ofinterest rate risk inherentin fixed-rate
financial instruments. Hedging instruments are usually
interest rate swaps. The hedged items are securities in the
category At fairvalue through other comprehensive income
aswellasthe Group’s own issues, savings accounts and
loans to customers thatare recognized at amortized cost.
BAWAG Group appliescash flow hedge accounting
accordingto IAS 39 for highly probable future cash flows
from certain foreign currency portfolios. Hedging
instrumentsare usually crosscurrency swaps and foreign
currencyforward transactions.

In line with general regulations, derivatives are classified as
financial assets held fortrading or financial liabilities held
for tradingand arerecognized at fairvalue. The valuation
resultis showninthe lineitem Gainsand losses on
financial assets and liabilities as gains (losses) on financial
assets and liabilities held for trading. If derivatives are used
to hedgerisks of non-trading transactions, BAWAG Group
applieshedgeaccountingifthe conditionsaccordingto IAS
39 are met.

At inception ofthe hedge relationship, the relationship
between the hedginginstrumentand the hedged item, the
risk managementobjectives and the method used for
assessing hedge effectivenessare documented. Further-
more, BAWAG Group documents atthe inception ofthe
hedge and on each reportingdate whetherthe hedge is
highly effective in offsetting changes in fair values ofthe
hedged item and the hedging instrument attributable tothe
hedged risk.

Interestrateriskto which the Group applies hedge
accountingarises from fixed-rate issues, loansand fixed-
rate bondswhose fairvalue fluctuates when benchmark
interest rates change. The Group hedges interest rate risk
onlyto the extent of benchmark interest rates because the
changes infairvalue offixed-rate assets or liabilities are
significantlyinfluenced by changes inthe benchmark
interest rate. Hedge accounting is applied where economic
hedge relationships meet the hedge accounting criteria.

The Group takesa conservative approach to marketrisk in
general and specificallyalsoto interest rate risk. The
interest raterisk position is strategically managed at IFRS
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Group leveland measured, limited and managed based on
the economicviewand accordingto the IFRS accounting
treatment (FVTPL, FVOCI). The Group's interest rate risk
management approach has a focus on mitigating market
risks thereby using natural hedging capabilities ofits
balancesheet as well as derivatives for managing the risk
position.

The foreign currencyrisk forwhich the Group applies cash
flow hedge accounting results from future cash flowsfrom
foreign currency portfolioswhose fair value fluctuates with
changes inthe FXexchange rate. Both FX outrightsand
cross-currency swapsare used inthe Group to hedge
foreign currencyrisk,as theirchangein marketvalueis
essentiallyinfluenced bythe changeinthe FX exchange
rate.

FX risks are deemed to be lowas the Group follows a
strategyto hedgeany FXrisks arising from notional and
base rateinterest cash flows. The risk position is monitored
ona daily basis and managed within narrow limits.
Furthermore, the Group appliescash flow hedge
accountingto mitigate FX risk from future expected spread
income and ofcurrency basisrisk.

By using derivative financial instruments to hedge
exposures tochangesininterestand FXrates, the Group
also exposesitselfto credit risk ofthe derivative
counterparty, which is not offsetbythe hedged item. The
Group minimizes counterparty credit risk in derivative
instruments by entering intotransactions with high-quality
counterparties and requiringthe counterparties to post
collateral and clearing through CCPs.

BAWAG Group uses fairvalue hedge accounting for
effective hedging relationships thatreduce market risk.

Implicationsin connection with Brexit

As of 31 December 2019, BAWAG Group useshedging
derivatives with a notional amountof€ 579 million (2018: €
511 million)and a market value of € 4 million (2018:€ 3
million) in a hedging relationship thathad been cleared via
London Clearing House. Accordingto the European
Commission, London Clearing House has keptits statusas
central clearing counterparty (CCP) until the end ofthe
financial year2019. Thus, therewere no implications on
the group financials 2019 of BAWAG Group. BAWAG group
will monitorthe developmentofthis topicand will set
appropriate measures ifnecessary.

89



90

BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

Micro Fair Value Hedge

Portfolio Fair Value Hedge

In a micro fairvalue hedge, a financial asset orfinancial
liabilityora group ofsimilar financial assets or financial
liabilities is hedged against changes inits fair value.
Changesinthe value ofthe hedged itemand the hedging
instrument are recognized in the Profit or Loss Statement in
the line item Gains and losses on financial assetsand
liabilities in the same period. The hedging instrument is
recognized atfairvalue through profit orloss and the
hedged item is adjusted foranychanges in fairvalue
relating tothe hedged risk.

As soonas the hedginginstrumentis sold, exercised or
comes due, orwhen theeligibilityrequirementsfor hedge
accountingare no longer met, the hedging relationship is
no longerrecognized on the StatementofFinancial
Position.

Any accumulated changes inthe value ofthe former
hedged item during the existence ofthe hedge relationship
are recognized through profit or loss distributed overthe
remainderofthe term.

Forothertypesoffairvalue adjustments and whenevera
fairvalue hedged asset orliability is sold or otherwise
derecognized, any basisadjustments areincluded in the
calculation ofthe gain orloss on derecognition.

As the critical terms ofthe interest rate swap contracts and
theircorresponding hedged items are the same, BAWAG
Group performsa qualitative prospective assessmentof
effectiveness and it is expected that the value ofthe
interest rate swap contracts and the value ofthe
corresponding hedged items will systematicallychangein
opposite direction in response to movements inthe
underlying interestrates. The main cause ofhedge
ineffectiveness is due to the fact that different discounting
curves are usedto determinethe fairvalue ofhedges and
hedged items (OIS vs. IBOR discounting).

BAWAG Group appliesfairvalue hedge accounting fora
portfolio hedge ofinterest rate risk. In its accounts, the
Bank has identified sight deposits in euros as wellas
customerloans with interestcaps and floors as portfolios
thatare to be protected againstinterest rate risks. These
portfoliosare divided into time bucketsin accordance with
the expected repayment and interestrate adjustment
dates. BAWAG Group determines an amount ofliabilities
and/orloans from the identified portfoliosto be hedged as
the underlyingsfor the portfoliofairvalue hedges. Additions
and reductionsare initiallyallocated to the non-designated
portion ofthe identified portfolios using the bottom layer
approach. Forthis, BAWAG Group applies the EU carvwe-out
for IAS 39, which allows sight de positsand similar
instrumentsto be designated as part ofa hedging
relationship on the basis ofthe expected withdrawal and
due dates. The EU carve-out for IAS 39 also allowsthe
application ofthe bottom layerapproach.

Onthe balance sheet, the changes in the value ofthe
underlying transactionsthat can be attributed to the
hedged risk are reported underthe separate line item
Valuation adjustment on interest rate risk hedged portfolios.
Changesin the value ofthe underlyingand the hedging
transaction are reported on the income statement in the
same period under Gainsand losses on financial assets
and liabilities.

In addition to the reason mentioned in the Micro Fair Value
Hedge paragraph (OIS/IBOR basisspread), inefficienciesin
portfoliofairvalue hedge accounting will arise ifthe
expected cash flows exceed the actual cash flows ofthe
hedged positions.

Cash Flow Hedge

BAWAG Group appliescash flow hedge accounting
accordingto IAS 39 forhighly probable future cash flows
from certain foreign currency portfolios.



BAWAG Group has identified future spread income from
GBP and USD assets asunderlyingsthat areto be
protected against changes in variabilityin cash flows from
foreign currencyrates.

IAS 39 allows parts ofhighly probable future cashflows to
be designated asa hedged item subject to cash flow hedge
accounting. Ineach case, BAWAG Group designatesthe
first cash flows fora defined period oftime asa hedged
item.

In othercomprehensive income, the changes in the value of
the hedging instrumentsthat can be attributedto the
hedged risk are reported under Cash flow hedge reserve.
Therefore,in 2019 fairvalue losses in the amountof€ 12.8
million (2018:losses inthe amount of € 13.9 million) would
have been presented inthelineitem Gains and losses on
financial instruments in the income statementif BAWAG
Group had not applied cash flow hedge accounting.

In addition to the reason mentioned in the Micro Fair Value
Hedge paragraph (OIS/IBOR basis spread), inefficiencies
in cash flowhedgeaccounting will arise ifthe expected
cash flows exceed the actual cash flows ofthe hedged
positions.

Net Investment Hedge
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value change ofthe hedging instrument exceeds the fair
value change ofthe hedged item.

In othercomprehensive income, the changes inthe value
of the hedginginstrumentsare reported under Hedge of
netinvestment in foreign operations. In 2019 fairvalue
gains inthe amount of € 2.0 million (2018:€ 0.0 million)
would have been presented in the line item Gainsand
losses on financial instrumentsin the income statementif
BAWAG Group had not applied net investment hedge
accounting.

Inefficiencies in netinvestment hedge accounting will arise
from the hedginginstrument (the forward contract), which
contains a foreign currency basis spread thatis not present
in the hedged item (the netinve stment). Furthermore
hedge ineffectiveness can arise when the carrying value of
the netinvestmentfalls below the originally designated
amount orwhenthe hedged itemand the hedging
instrument are subjectto differentcounterpartyrisks (e .g.
OIS discounting ofhedginginstrument).

IBOR Reform

BAWAG Group applies net investmenthedge accounting
accordingto IAS 39 for netinvestmentsin subsidiaries
whose functional currencyis not Euro.

Investments in subsidiaries with different functional
currencies result in foreign exchange risks for BAWAG
Groupwhich are largely eliminated with foreign exchange
swaps.

Net Investment Hedge Accountingaccordingto IAS 39is
applied to mitigate impacts in profit orloss resulting from
instrumentsused to hedge the foreign exchangerisk. The
hedgedrisk is defined as the foreign currency exposure
arising from the functional currency ofthe foreign operation
(currently CHF and USD), and the functional currency of
the parentwhich s Euro.

The hedging instrument is measured at fairvalue, with the
effective portion ofits changesrecognized in other
comprehensive incomein a separate component ofequity.
Any ineffective portion ofthe gain orloss onthe hedging
instrument is recognized in profit orloss in casethe fair

BAWAG Group closely monitors current developments
regardinginterest benchmark reformsand the use ofrisk-
free rates (IBOR reform). Given that substantial parts ofthe
bank’s balance sheet are linked to Euribor/Libor rates
(basicallythereis no exposure to EONIAorother overnight
interest rates), the bank already conducted intensive
analysisof potential impacts in order to initiate timely
preparations forthe adaption of benchmark interest rates.
These bank-wide analyses included, interalia, implications
on clients (pricingand contracts), hedging, systemsand
financial results. Based on this assessmentcleartasks and
responsibilities (finance, risk, legal, operations, market,
tech) have been assigned to implementnecessary
adaptions. Currentlythe bank expectsa gradual
implementation ofreformed IBOR rates starting with Swiss
Franc, British Pound and US Dollarin 2022 followed by
Euriborthereafter.

It is expected thatthe reformof IBORrates alsohasan
impactonthe bank’s defined interest rate risk steering and
management framework. In line with its risk management
objectives, the bank currentlyis steered and hedged
against3M Euribor/Libor, including respective hedge
accounting relationships. BAWAG Group uses fairvalue
hedge accounting (microfairvalue and portfoliofairvalue
hedges), cash flow hedge accountingand netinvestment
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hedges to mitigate market risks. Hedging instruments and
hedged items are predominantlydenominated in Euro, US
Dollar, British Pound and toa lesserextend in Swiss
Francs.As 0f31 December 2019, approximately€ 17
billion ofhedginginstrumentswere assigned toa hedge
accountingrelationship (approximately € 7 billion hedged
assets and approximately € 10 billion hedged liabilities).

Financial Guarantees

Financial guarantees are contracts that require the issuer to
make specified payments toreimburse the holder fora loss
itincurs because a specified debtor failsto make payments
when due inaccordance with the terms ofa debt
instrument.

In the ordinarycourse of business, BAWAG Group provides
financial guarantees. Financial guaranteesare initially
measured at fairvalue. Subsequentto initial recognition,
the financial guarantee contract is reviewed in orderto
determine whethera provision accordingto IAS 37 is
required.

If BAWAG Groupis a guarantee holder, the financial
guaranteeis notrecorded in the balance sheet but is taken
into consideration as collateralwhendetermining impairment
ofthe guaranteedasset. For details, see Note 27.

Methods for Determining the Fair Value of Financial
Instruments

The assessmentofan “active market” ofa given security is
derived from a setofdefined criteria. Additionally, minimum
requirements (e.g. issuance size, exchange listing, etc.)
apply. BAWAG Groupuses marketdata (e.g. quoted
volumes, frequency of quotes) to determine the liquidityand
market depth of securities.

Derivatives

To measure exchange-traded instrumentssuch as futures
andoptions on futures, exchange prices are used. Details
are presented in Note 31.Some basicinformation is
presented here:

The basic valuation model used for plain vanilla OTC options
is the Black-Scholes option price model, which varies
according tothe underlying instruments and hedged items.
Currencyoptionsare measured usingthe Garman-
Kohlhagen model,and interest rate options using the Black,

Hull-White or Bachelier (in case of negative interest rates for
caps, floorsand swaptions) model.

For positions in the trading book, the closing costsofthe
positions (bid/ask spreads) on a net basisare calculated
and booked ona regular basis.

The totalvalue ofaninterest rate swapis derived fromthe
presentvalues ofits fixed and variable rate legs. Forcross
currencyswaps (CCS), the cash value in the respective
transaction currencyis alsocalculated perleg,whichis
then converted intothe functional currency ofthe Group
companyand summed up.

In the caseofforeign currencyforwards and futures, the
agreed forward rate, which depends on movementsin
exchangeand interestratesfor both currencies, is
compared with the forward rate on the reporting date and
the resultis used to calculate the instrument’s value.

Credit defaultswaps (CDS) are calculated with the Duffie-
Singleton model. Based on the creditspread curve, the
default probability curve (hazard rate) is calculated, whichis
used to generate the protection leg. Hence, the total value of
a CDS isthe sum ofthe protectionand premium leg.

BAWAG Group determines a credit(CVA) ordebt value
adjustment (DVA) forthe credit risk of OTC derivatives. For
calculation internal probabilities ofdefault (PD) are used
andarecoveryrate (RR)of0.4 isassumed.

Forthe counterparties,a market value +add-on model is
used to determinethe EPE/ENE (Expected
Positive/Negative Exposure). The add-on is calculated
separatelyforeach transaction typeand currencyand is
generallyderived from observable parameters onthe
market.

If a nettingagreementisinforce, netting effects atthe
customer level within transactions ofthe same kind and
currencyare also taken intoaccount.

The CVAis determined from the discount rates, the
counterparty PD and lossrate (1-REC) as wellasthe EPE.
The DVAis determined from BAWAG Group’s PD and loss
rate aswellasthe ENE.

If the risk discountrate cannot be derived from market
transactions, it is estimated by the management. This
appliesespeciallyto non-paymentrisks arising from legal



uncertaintythat cannot be derived from the customer’s
general credit spread. Provided that BAWAG Group believes
that the transaction is legally enforceable, the Bank still
reports anasset in the amount ofthe positive fair value of
the transaction with the counterparty even ifobjections
have been lodged.

To value financial assets whose parameters cannot be
derived from market transactions, the expected cash flow
(includinginterest on arrears, ifcontractuallyagreed) is
discounted on the dayofvaluation and weighted according
to the probability ofits occurrence. Ifthe legal validity or
enforceabilityofthe claimis contested on the basis of
possible groundsforannulment oran appeal, theselegal
considerations are taken intoaccountin the valuation.

In the case ofthe close-out ofa derivative transaction with
a customer, the type ofclaim changes for BAWAG Group.
Before the contract is terminated, the asset is a derivative,
while afterthe contractis closed out, the asset is a
contractual claim whose value no longer changes
dependingon market parameters. Forthis reason, the
claim no longer satisfies the definition ofa derivative
accordingto IFRS 9.

In the eventofthe early termination ofa derivative
transaction, the variability of the paymentflows in terms of
amount and time of occurrenceare materially changed by the
close-out,andthe original derivative is re placed with a new
asset. Thisnew assetis recognized at its fair value according
to IFRS 9.5.1.1. The fair value corresponds to the carmying
amount ofthe derivative atthe time thatthe agreementis
terminated, including any valuationadjustmentsapplied up to
the time oftermination. A claim arising from the termination
ofthe agreementmeetsthe criteria in IFRS 9.4.1.2 for being
measuredatamortized cost.

This approach was chosen following IFRS 9.3.3.2and IFRS
9.3.2.7,since IFRS 9 containsno explicitrulesforwhena
financial instrument first fulfills the characteristics ofa
derivative and then no longer exhibits these characteristics
ata latertime. According toIAS 8.10t0 8.12, such gapsin
the standards mustbe closed byapplying a similar
provision in the IFRS and takingthe framework into
account.

The method described above was applied for the
transaction with the CityofLinzin 2011.
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Credit-Linked Notes

Forcredit-linked noteswhere no active markets exist, fair
values are determined byapplyinga valuation model.
Credit-linked notes (CLNs) are bondswith an embedded
credit default swap (CDS) allowing the issuerto transfera
specific credit risk to investors. The valuation model for
CLNs usesbond or CDS spreads ofthe issuerand the
reference entity,as wellascoupon and maturity.

Valuations by outside experts arealso used when
measuring complexstructures. Appropriate testsand

verificationsare carried out.

Measurement for Asset Backed Investments

Each position ofthe collateralized loan o bligation (CLO)
portfolioof BAWAG Groupis subject to the mark-to-model
valuation, which is performed on a monthly basiswithin the
pricing functionality developed by Moody’s Analytics.
Specifically,the measurement is performed within the
CDOnet functionality of Moody’s Structured Finance
solutions, wherethe present value technique is applied.
The model uses theinputs alreadyavailable in Moody’s
Structured Finance (e.g.cash flows, original spreads for
eachtranche, weighted average maturity, etc.),aswellas
additional parameters, thatare derived independently by
the Market Risk unit (primarilydiscounting spreads atthe
valuation date) from comparable CLO tranches with respect
to credit rating, type of CLO, average subordination, etc.
The sourceforthe market spread levels is the Moody’s
Structured Finance Portal as well asotherexternal data
sources like Wells Fargo Securities.

FairValue of Participations

To determine the fairvalue ofthe participations, the present
value ofthe projected potential dividends was calculated by
using the risk-weighted pre-taxdiscount rate in the market
applicableto the participation in question. Forthe sake of
determiningthe pre-taxdiscount rate, corporate income tax
as calculated using nominal tax rates is added to the
potential dividends and discounted with a discount rate
that delivers exactlythe same result as the above-
mentioned valuation.

To determine thevaluein use ofthe single entity, the
presentvalue ofthe projected potential dividends was
calculated usingthe risk-weighted after-taxdiscount rate in
the market applicable to the single entityin question.
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The general planning horizon used forvaluation purposes
is five years. The long-term growth ratesused in the
calculationare 1.0%, applyingthe going concern principle.
To the extentnecessary, proper company-specific profit
retention in perpetuitywasconsidered for the calculation of
the continuingvalue.

The post-taxdiscount rateis composed ofthe risk-free rate,
the local market risk premiumand the beta factor. The
following parameters are used as of31 December 2019:

» Therisk-freerate (0.34%)is the 30-yearspot rate
calculated in accordance with the Svensson method,
based onthe parameters published by Deutsche
Bundesbank.

» The sourceforthe country-specific market risk premium
is the website of Damodaran in conjunction with the
recommendation ofthe Austrian Chamber of Chartered
Public Accountants and Tax Consultants, whose
Businessvaluation working group sets a range from
5.5% to 7%.Due to the lowlevel ofthe risk-freerate, a
market risk premiumof7.91% was chosen.

» The applied beta factor for banksand financial service
companies (1.04)is the two-year weekly average beta of
11 banks listed on European stock exchanges with reftail
astheircore business. Bloombergservesas therelevant
source. Banks with an R2(coefficient of determination)
ofatleast0.15and/ora value forthe t-test (hypothesis
test) ofatleast1.98 qualifyforthe peergroup. The
applied betafactorfornon-banks is 1.0 (except for
stock exchangeswith a betafactorof0.81), which
represents a specific parameterand no general market
risk.

Based on the aforementioned assumptions, the fairvalue of
the equity investmentswas calculated for the year under
reviewinaccordancewithIFRS 13.

Transfers of Financial Instruments

Financial assets are derecognized assoon asthe Group is
no longer entitled to receive the financial rewards from the
instruments. This generallyoccurswhen the rights and
obligationsofthe financial instruments passto a third party
by exercise, sale orassignmentorifthe Group haslostits
right ofdisposal orthe rights have lapsed.

Whenfinancial assetsare transferred and BAWAG Group
has significant continuing rights and obligations under

them, such assetsare still re ported on the Consolidated
Statement of Financial Position.

A financial liability is derecognized when the obligation
underthe liabilityis discharged or cancelled.

Repurchase agreements, alsoknown as “repos” or “sale
and repurchase agreements,” are contracts underwhich
financial assets aretransferred toa transferee (lender) in
return fora cash payment while also specifyingthat the
financial assets mustlater be transferred backto the
transferor (borrower) foran amount of moneyagreed in
advance. The financial assets transferred out by BAWAG
Group underrepurchase agreementsremain on the
Group’s Statementof Financial Position and are measured
accordingto therulesapplicable tothe respective
Statement of Financial Position item. The liabilities resulting
from cash received under repoarrangements are recorded
in liabilities held for trading or financial lia bilities associated
with transferred assets de pending on the purpose ofthe
contract.

Conversely, underagreementsto resell (known asreverse
repos), financial assetsare acquired for a consideration
while atthe sametime committingto their future resale.

In securities lendingtransactions, the lender transfers
ownership ofsecuritiesto the borrower on the condition
thatthe borrower will retransfer,at the end ofthe agreed
loanterm, ownership ofinstruments ofthe same type,
qualityand quantityand will paya fee determined bythe
duration ofthe loan. Securities lent to counterparties are
accounted forinthe samewayas repos. Theyare retained
in the Group’s financial statementsand are measured in
accordance with IFRS 9. Securities lending and borrowing
transactions are generally collateralized. Collateral
furnished bythe securities borrower continues to be
recorded in the borrower’s financial statements.

Intangible Non-Current Assets, Property, Plant and
Equipment

Intangible non-current assets consist mainly ofacquired
goodwilland related intangible assets such as brand names
and customer relationships aswell as otheracquired and
self-developed intangible assets (in particular software) and
projectsrecognized in accordance with IAS 38.

Intangible non-current assetswith an indefinite useful life
are recognized at cost lessim pairments. Brandsare not



amortized as theyare assumed to have an indefinite useful
life. An intangible asset has an indefinite useful life ifthere
are no legal, contractual, regulatory or otherfactors limiting
that usefullife. Intangible assets and property, plantand
equipment with limited useful lives are recognized atcost
less straight-line amortization or de preciation and
impairments. Buildings are depreciated at an annual rate of
between 2.0% and 4.4%, while other furnitureand
equipment is depreciated atannual rates between 5.0%
and 100.0%. Purchased and self-produced software and
otherintangible assets and rights (other than goodwill and
brand names) are amortized at annual rates between 3.5%
and 100.0%. The highannual rates are dueto
SUdwestbank, since depreciation of non-current assets is
calculated usingthe remaining useful life startingwith the
closing date. Customer relationships are amortized over
approximately 8-30 years (2018: approximately 8-33
years) using a linearamortization rate. The amortization
method and period are reviewed annually according to IAS
38. Fordetails, please referto Note 18.

When circumstances change, the useful life is adjusted
consideringthe remaining economic life.

Development costsforinternally generated software are
capitalized when the development is technically feasible,
there is the intention to complete the software, economic
benefitswill be generated and costs incurred can be
measured reliably. Expenses for pre-studies (research
costs)are not capitalized.

Investment Properties

Investment propertiesinclude the real estate thatmeetsthe
criteriafordesignation as investment property within the

Assets

in € million

Investment properties
Taxassets for deferred taxes
Total assets

CONSOLIDATED FINANCIAL REPORT

meaning of IAS 40.5. These properties are primarily held to
earnrental revenue. To a limited degree, the Group also
uses some ofthese properties itself. However, because
these portions cannot be sold separatelyand are
insignificant forthe purposes of IAS 40.10, the entirety of
such properties is included in Investment properties.

Change ofValuation Method of Investment Properties

Land and buildings held for investment purposes
(investment properties) were measured at cost (“cost
model”) less straight-line de preciation for buildingsand
less impairments (IAS 40) so far. In accordance with the
option provided by IAS 40 forinvestment properties, the
fairvalue model was adopted in fiscal year2019. The
valuation method forthe investment propertieswas
changed because a valuation at fair value better reflects the
economic purpose ofthe investment properties than a
valuation atcost, namelythe generation ofrentalincome
which impacts the fairvalue ofthe underlying investment
properties. Therefore, the change ofthe valuation method
results ina moreaccurate presentation ofthe assets aswell
asthe profitand loss.

In the fairvalue model, investment properties are
measured at fairvalue at the respective balance sheetdate.
The annual valuation result is recognized in other operating
income forappreciation orin other operating expenses for
impairment.

The change ofthe valuation method results in the following
adjustmentsforthe balance sheet, the profitorloss
statementand earnings persharein the financial year
2019:

31.12.2019
22
0
22
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Liabilities and equity

in € million 31.12.2019
Taxliabilities for deferred taxes 5
Equityattributable to the owners ofthe parent (ex AT1 capital) 17
Total liabilities and equity 22

Consolidated Profit or Loss Statement

in € million 2019
Otheroperatingincome 16.2
Depreciation and amortization on tangible and intangible non-current assets 5.5
Profit before tax 21.7
Incometaxes 4.7)
Profit after tax 17.0

Earnings per share

2019
Basic earnings pershare (in €) 0.17
Diluted earnings pershare (in €) 0.17

The changeofthe valuation method hasonly minor effects on the prior-year figures. Therefore, the prior-year figures were
not adjusted.

Fordetails,see Note 17.



Impairment Testing

The fairvalue ofthe brand namesis calculated usinga
modified relieffrom royalty method (the Brand Equity
Method). In order to derive the brand share that can be
associated with the income before taxes ofthe relevant profit
centers, both the brand relevance andthe brand strength
are takeninto consideration. After having derived the brand-
related income, the cashflowsare discounted withthe
specificdiscountrate. The fair value ofthe brand name
equals the present value ofallbrand-related cashflows.

The cash flow projections are based on the annual profits
planned bythe managementofthe companyforthe next
five years and a perpetual growth rate (1.0%) thereafter.
The sustainable growth rate was determined on the basis of
the estimated long-term annual profitgrowth rate, which
matches the assumption that a market participant would
make. The discount rate wasestimated based on average
equityreturnsinthe sectorand amountsto 8.57%.

In addition, intangible and tangible assets aretested atthe
reporting dateto determine whetherornot there is
evidence thattheyare impaired. If there is evidence for
impairment, the recoverable amount is calculated for the
asset. Thisisthe higherofthe valuein use orthe net
selling price. Ifthe recoverable amount is lowerthan the
carrying amount,an impairment lossin the amountofthe
differenceis recognized accordingto IAS 36. Details
regardingimpairments and appreciations are provided in
Note 8.

In accordancewith IFRS 3in conjunction with IAS 36and
IAS 38, the recognized goodwill ofall cash-generating units
(CGUs)is subject to annual impairment testing in
accordance with IAS 36.

IFRS 16 Leases

BAWAG Group has adopted the standard IFRS 16, which
replaced the previous leasesstandard, IAS 17 Leases, as of
1 January2019.Compared tothe previous standard IAS
17, the distinction between operating leases and finance
leases is removed forthe purpose oflessee accounting.
Instead, thereis a single, on-balance sheet accounting
modelthatis similarto finance lease accountingunder IAS
17. The scope of IFRS 16includesboth, traditional leases
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and rental agreements. Inthe following, leasing is therefore
used as a synonym forrent.

One majoreffectfor BAWAG Group as a lessee is therefore
the additional recognition ofassets and liabilities for
operating lease contracts, which resultsin increased assets
and liabilities. In addition, rental expenses, which so far
have been recognized on a straight-line basis, are re placed
by interest expenses for the lease liabilityand the
depreciation ofthe right-of-use asset. Inthe Cash Flow
Statement, payments for the interest portion are presented
within cash flow from operating activities and payments for
the principal portion ofthe lease liabilityare presented
within cash flow from financing activities.

A lessor continues to recognize lease contracts under IFRS
16 ina mannersimilarto therequirements of IAS 17 —i.e.
classifies leasesas either finance or operating leases. The

Bank has thus seen no majorimpact from the transition to
IFRS 16.

Definition ofa lease

At the inception ofa contract, BAWAG G roup assesses
whetherthe contractis a lease accordingto IFRS 16. Thisis
the caseifthe leasedassetis anidentified asset, the lessee
substantially obtains all of the economic benefits from the use
andthelessee hasthe right to controlthe asset.

The leaseterm startsat the commencementdate ofthe
lease contract, whichis the date the lessor makesthe
underlying asset available for use bythe lessee. It includes
the non-cancellable period aswell as periodswhereitis
reasonably certain that the lessee exercises any extension
option ordoesnot exercise anytermination option. BAWAG
Group alsoconsiders all relevant circumstances that
provide an economical incentive forthe execution ofsuch
options. Examplesare:

» importance ofthe leased asset forthe Bank’s business
» scopeand costsofleasehold improvements
» costsoftermination

A lesseeconsidersall fixed, essentially fixed (i.e. variable
but unavoidable) and variable lease payments de pending
onanindexorrate.Othervariable payments, such asthose
based ona percentage ofsale orusage and maintenance
costs,are notincluded, but recognized in profit orloss.
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BAWAG Groupas Lessor

A leaseis classified as a finance lease ifit substantially
transfersall therisks and rewards incidental to ownership
to the lessee. By contrast, leases thatdo not substantially
transferall ofthe risksand rewardsto the lesseeare
classified as operating leases.

Forfinance leases, the rightsofclaims againstthe lessee
are recognized in the amount ofthe presentvalue ofthe
contractuallyagreed payments, takinganyresidual value
into account.

By contrast, operating leasesin which BAWAG Group
retainsall risks and rewards incidental to ownership ofthe
leased assetare reported under tangible non-current
assets. Each leased asset is depreciated asappropriate.

Lease paymentsreceived for operating leasesand interest
payments for finance leases are recognized in the Profit or

Loss Statement.

The operatingleasing business is not material for
BAWAG Group.

BAWAG Groupas Lessee

At the commencementofa lease, a right-of-use assetas
wellas a lease liabilityare recognized. The lease liability is
measured at the presentvalue ofthe lease payments. For
discountinglease payments forthe majority ofleasing
contracts, BAWAG Group uses the incremental borrowing
rate because the implicit interest rate cannot be
determined. The incremental borrowing rate corresponds to
the interest rate atwhich BAWAG Group can refinance itself
onthe market. Itis assumed that therefinancinghas a
term and collateral comparable to that ofthe leasing
contract. Sincethe share ofleasing contracts not
denominated in euros is insignificant, only refinancing in
euros is considered. The right-of-use assetis recognizedin
the same amountasthe corresponding lease liability,
adjusted by initial direct costs.

Forthe subsequentmeasurement, the lease liability is
increased by interestexpense onthe outstandingamountand
reduced by lease payments made. The right-of-use assetis
reduced bythe accumulated depreciationon a straight-line
basis.

BAWAG Group appliestwo recognition exemptions for lessees
as permitted by the standard:

» short-termleases for contractswith a leaseterm of12
monthsorlessatthe commencementdate
» leases oflow-value assets

In applying these exemptions, the le ssee does not recognize
the lease payments as a right-of-use asset and lease liability,
but as rental expensesona straight-line basis over the lease
term in profit orloss.

Existinglease contractsare subjecttoa regularassessment
forthe purpose of considering significant eventsthathave an
impact on the lease paymentortheleaseterm,e.g.an
adjustmentofthe lease payments to a currentindexor rate.
In such cases, the lease liability is re -measured to reflect the
changes. Accordingly, the revised carrying amountis
recognized eitherasan increase or decrease of the existing
lease liability. The right-of-use assetis generally adjusted by
the same amount.

TransitiontoIFRS 16 as of 1 January2019

As ofthe effective date, BAWAG Groupapplied the practical
expedientin IFRS 16.C3 to notreassess whether its existing
contractsare or containleases. Therefore, it applied IFRS 16
to all leases entered into before 1 January 2019 that were
previously identified as leases in accordance with IAS 17.

The following table shows the reconciliation from the gross
future minimum lease payments for operating lease
agreementsunder |IAS 17 disclosedin the Annual Re port
2018to thelease liability under IFRS 16 recognized on 1
January2019. The remaining lease paymentsasof31
December2018arediscounted using the weighted average
incremental borrowingrate 0f1.12%.



in € million

Gross future minimum operating lease payments under 1AS 17

Short-term leases recognized asexpense
Low-value leases recognized as expense
Commitments regarding leases notyet commenced
Notidentified assets inaccordance with IFRS 16

Gross future minimum operating lease payments under IFRS 16
Effect from reasonably certain extension or termination options

Gross lease liability as of 1 January 2019
Effect from discounting
Net lease liability as of 1 January 2019

The CET1 ratio (fullyloaded) decreased from 14.51%
underlAS 17 to 14.33% under IFRS 16. This effect mainly
resulted from the increase ofthe risk-weighted assetsdue
to the recognition ofthe right-of-use assets.

Fortransition, BAWAG Group decidedto apply the modified
retrospective approach and recognizedthe cumulative effect
ofinitialapplication asof 1 January2019. Hence,
comparative informationfor years prior to initial a pplication
were notrestated, butwere disclosed accordingto IAS 17. At
the effective date, the lease liabilitywas measuredasthe
present value ofthe remaining lease paymentsandthe right-
of-use assetwasrecognized in the same amount.

As of1 January 2019, BAWAG Group elected to use the
following practical exemptions for previously classified
operating leasesas permitted for transition under IFRS
16.C10:

» application ofa single discount rate tolease contracts
with similar characteristics

» short-term exemption for contracts where the remaining
leasetermends within 12 monthsfrom the date ofinitial
application

» exclusion ofinitial directcosts fromthe measurement of
the right-of-use asset

» use ofhindsight regardingthe leaseterm ifthe contract
contains extension or termination options

Leasing according to AS 17 (until 31 December 2018)

A leaseis classified as a finance lease ifit substantially
transfersall therisks and rewards incidental to ownership
to the lessee. By contrast, leases thatdo not substantially
transferall ofthe risksand rewardsto the lesseeare
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01.01.2019
233.5
(0.4)
(0.2)
(1.3)
(2.5)
229.1
59.1
288.2
(27.1)
261.1

classified as operating leases. The details are provided in
Note 46.

BAWAG Groupas Lessor

Forfinance leases, the rightsofclaims againstthe lessee
are recognized in the amount ofthe presentvalue ofthe
contractuallyagreed payments, takinganyresidual value
into account.

By contrast, operating leasesin which BAWAG Group
retainsall risks and rewards incidental to ownership ofthe
leased assetare re ported under tangible non-current
assets. Each leased asset is depreciated asappropriate.

Lease paymentsreceived foroperating leasesand interest
payments forfinance leases are recognized in the Profit or

Loss Statement.

The operating leasing business is not material for BAWAG
Group.

BAWAG Groupas Lessee

Expenditure on operating leasesis recorded on a straight-
line basis overthe life ofthe lease agreementand re ported
underoperating expenses.

Financeleases where BAWAG Group is a lessee are of
minor significance.

Income Taxes and Deferred Taxes

According tolAS 12,income taxes must be computed and
reported using theliability method. The computation is
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basedonthelocaltaxrates that are legally bindingatthe
time the consolidated financial statements are prepared.

Deferred taxassets and liabilities result from different
methods used to measure assets and obligations on the
Statement of Financial Position under IFRS and the
respective taxcode. This generally leadsto positive or
negative differences in the incometaxto be paid forfuture
periods (temporary differences). A deferred taxasset is
recognized forthe carryforward of unused taxlosseswhen
itis probable thatfuture taxable profitwill be generated by
the sametaxable unit. Deferred taxassetsand liabilities are
not discounted.

Taxexpenses allocable to the taxable profit were recognized
in the Profit or Loss Statement under Income taxes and
broken downintocurrentand deferred income taxes. Other
taxes thatare not attributable to profitare recognized under
Otheroperatingincome and expenses.

Accordingto IAS 12.34,a deferred taxassetis recognized
fortaxloss carryforwards ifit is probable that future taxable
profit will be available againstwhich the unused taxlosses
can be utilized. As 0f31 December 2019, unused tax losses
amounted to € 125 million (2018: € 395 million) at the level
of BAWAG Group AG, €0 million (2018: € 5 million) atthe
level of BAWAG P.S K. AG, €31 million (2018: € 37 million)
atthe level of membersofthe taxgroup included in the
consolidated financial statements and € 0 million (2018: €0
million) at the level of other companies includedin the
consolidated financial statements, hence a total of€ 156
million (2018:€ 437 million). Taxgoodwill amortization will
contribute another € 76 million peryear as tax-deductible
expensesuntil 2021.

The utilizabilityof unused taxlosses and deferred tax
assets by BAWAG Group was tested on the basisofthe
Group’s long-term plan (planning period: five years). The
expected utilization ofunused taxlosses is projected to
amount to € 156 million (2018: € 437 million). Intotal,
deferred taxassets fortaxloss carryforwards in the amount
of approximately € 39 million (2018:€ 109 million) are
recognized within BAWAG Group. Ifthe forecasted taxable
results varied by 10% compared to management estimates,
deferred taxassets would remain unchanged (2018: would
remain unchanged) ifresultsimprove and would remain
unchanged (2018: would remain unchanged) ifforecasted
results turn out to be lower than expected.

A subsidiaryin Germany had taxloss carryforwards of € 99
millionasof31 December 2019, which are notexpectedto
be utilized fortax purposes.

A taxgroup pursuant to section 9 KStG was parented by
BAWAG Group AG inthe financial year.On 31 December
2019,the taxgroup consisted ofthe group parentand 25
members, both consolidated and non-consolidated in these
financial statements (2018: 24 members). Initially, a tax
collection agreement wasconcluded. The allocation
method was chosen for determining the taxallocations.
This method is based onthetaxresult ofthe groupasa
whole.

In 2017, ataxcompensation agreement effective 1 January
2018 was concluded between the group parentand each
taxgroup member. The taxcompensation paymentsshall
be calculated usingthe standalone method. This method
simulatesthat each group memberis anindependent
taxpayer. Group members are obligated to make a tax
compensation payment amountingto their taxable profit
multiplied bythe enacted taxrate. The compensation
paymentis independent from the taxable result ofthe
group.Aninternaltaxlosscarryforward fortaxlosses
transferred tothe taxgroup parentis sustained and taken
into account. As faras the taxgroup parent only has to pay
the minimum corporate tax, no taxcompensation payment
will be charged. Afinal settlement for uncredited taxlosses
must be effected upon dissolution ofthe taxgroup orwhen
a member entityleaves the group.

In addition, the newtaxgroup and taxcompensation
agreementstipulates thatthe taxgroup parentabstains
from subsequently charging taxcompensation payments
for periodspriorto 1 January2018. Internaltaxloss
carryforwards for periods priorto 1 January 2018 will be
sustained.

As of 31 December 2019, the exit of BAWAG Group AG
from the taxgroup and the exitofall other group members,
with the exception ofthe newmembers in 2018 and 2019,
would notresultina corporate income tax back payment
aso0f31 December2019 because the minimum period of
three yearsas required by section 9 paragraph 10 KStG
was alreadyfulfilled. The new group members who entered
the taxgroupin2018and 2019 would incura corporate
income taxback payment inthe amount of €0 million
(2018: € 4 million).

During the financial year 2019, Pa-Zweiundsechzigste WT
Beteiligungsverwaltungs GmbH and taxgroup member



easybank AG were merged into BAWAG P.S .K. AG
accordingto the principles ofthe Reorganisation Tax Act
(UmgrStG).

In the course ofthe annual improvementsto IFRS
Standards 2015-2017 cycle, the IASB added clarifications
to IAS 12 Income Taxes. The board clarified that allincome
taxconsequences ofdividendsincluding payments on
financial instruments classified as equity are recognized
consistentlywith the transactions thatgenerated the
distributable profits —i.e.in profitorloss, OClorequity. For
this reason, BAWAG Group prospectivelychanged the
presentation ofthe taximpact due toits dividend on its AT1
issue inthe amountof€ 3.8 million fromequityto profitor
lossin2019.

CONSOLIDATED FINANCIAL REPORT

Provisions for Employee Benefits

According tolAS 19, provisions for post-employment and
termination benefits and for jubilee benefitsare calculated
using the projected unitcreditmethod. The present values
of obligations outstanding asofthe measurement dateare
calculated onthe basis ofactuarial assumptions applying
anappropriate discount rate and takinginto account the
expected ratesofincreasein salaries and post-employment
benefits. Theyare recognized asa provision in the
Consolidated Statementof Financial Position. Actuarial
gains and losses relatingto provisions for post-employment
and termination benefits are recognized in full in other
comprehensive incomeinthe yearinwhichtheyare
incurred.
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The principal parameters underlyingthe actuarial calculations are:

Parameters for post-employment pension obligations

Interestrate EUR
Interestrate CHF
Wage growth
Fluctuation discount

Parametersfor severance payments and anniversary honuses

Interestrate

Wage growth severance payments

Wage growth anniversary bonuses
Fluctuation discount severance payments
Fluctuation discount anniversary bonuses
Retirementage

The interestrate usedin 2019 waschanged from 1.70% in
the previousyearto 1.00%.

In 2018, the Actuarial Association of Austria reviewed the
mortality tables to be used for determining pension,
severance and anniversary benefit obligations and reissued
them as "Pensionstafeln AvO 2018-P" BAWAG P.S K. used
the new mortalitytablesto calculate personnel provisions
and recognized the resulting effect (increase in provisions)
in December2018.

Since 1l January2018, no active staff members are entitled
to post-employment benefits from the Group. The retired
employeeswhoare entitled to post-employment be nefits
from the Group were awarded these entitlements under the
provisions ofthe 1961 pension reformoron the basisof
individual commitments by the Group. Allemployees are
entitled to pension benefits from a pension fund underthe
provisions ofthe collective bargaining agreement for
pension funds (defined contribution plan).

The existing post-employment benefit plans in BAWAG
Groupare financed entirelythrough provisions because
theyare defined benefitobligations. The allocated assets
disclosed bythe pension fund setup forcertain

2019
1.00% pa.
0.25% p.a.

1.0%-2.0% p.a.
0%-8.30% p.a.l)

2019
1.00% p.a.
3.10% pa.

1.20%-2.80% p.a.

0%-0.34% p.a.
0%-9.75% p.a.l)

2018
1.70% p.a.

1.60%-2.0% p.a.
0%-3.74% p.a.

2018
1.70% p.a.
3.10% p.a.

1.60%-2.80% p.a.
0%-0.34% p.a.
0%-9.75% p.a.?)

59-65years? 60-65years®

beneficiariesare set offagainst the determined amounts
of provisions for post-employment benefits.

These defined benefit plans expose BAWAG Group to
actuarial riskssuch as interest rate risk and longevity risk.

The post-employment benefit rights ofthe majority of
employeesare defined contribution plans. The
contributionsthat are madeto these pension funds are
recognized asexpenses inthe current period; thereare no
furtherobligations. Paymentsto pension funds for defined
contribution plans amounted to € 8 million in 2019 (2018:
€ 8 million).

Other provisionsfor uncertain obligations to third parties
are formed in accordance with the expected amount ofthe
obligation. Fordetails, see Note 27.

Share-Based Payments

Employees (including senior executives) ofthe Group
receive remuneration inthe form of share-based payments,
where employeesrender services as consideration for
equityinstruments (equity-settled and cash-settled
transactions). Accounting is based on IFRS 2.



Equity-settled awards
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Cash-settledawards

The cost ofequity-settled transactionsis determined by the
fairvalue atthe date when the grantis made usingan
appropriate valuation model.

That costis recognized in employee benefits expense
togetherwith a correspondingincrease in equity (other
capital reserves) over the period in which the serviceand,
where applicable, the performance conditions (not relevant
for the current program) are fulfilled (the vesting period).

The cumulative expense recognized for equity-settled
transactions ateach reporting date until the vesting date
reflects the extentto which the vesting period hasexpired
andthe Group’s bestestimate ofthe number ofequity
instrumentsthat will ultimately vest. The expense or credit
in the statementofprofitorlossfora period representsthe
movement in cumulative expense recognized as atthe
beginningand end ofthat period.

Serviceand non-market performance conditions are not
takenintoaccountwhen determiningthe grant date fair
value ofawards, but the likelihood ofthe conditions being
metisassessed as partofthe Group’s best estimate ofthe
numberofequityinstrumentsthat will ultimately vest.
Market performance conditions are reflected within the
grant date fairvalue. Anyotherconditions attached to an
award but without an associated service requirement are
considered to be non-vesting conditions. Non-vesting
conditionsare reflected inthe fairvalueofanaward and
lead to animmediate expensing ofan award unlessthere
are also service and/or performance conditions.

Where awardsinclude a market or non-vesting condition,
the transactions are treated as vested irrespective of
whetherthe market or non-vesting condition is satisfied,
provided that all other performance and/or service
conditionsare satisfied.

Whenthe terms ofan equity-settled award are modified,
the minimum expense recognized is the grantdate fair
value ofthe unmodified award, provided the original terms
ofthe award are met. An additional expense, measured as
of the date of modification, is recognized forany
modification that increasesthe total fair value ofthe share-
based paymenttransaction,oris otherwise beneficial to the
employee. Wherean award is cancelled by the entityor by
the counterparty, anyremaining elementofthe fairvalue of
the award is expensed immediately through profitorloss.

Forcash-settled awards, IFRS 2 definesthat the fairvalue
of services received is based on thefairvalue ofthe
liability. Unlike the grant date model for equity-settled
awardsforemployees, the Group remeasuresthe fairvalue
of the award at each reportingdate and on settlement. The
ultimate cost ofa cash-settled award is the cash paid to the
beneficiary, which is the fairvalue at settlement date. Until
settlement, the cash-settled award is presented asa liability
and not within equity. Changes inthe measurement ofthe
liabilityare reflected in the statement of profit orloss.

The effect ofa market condition ora non-vesting condition
is reflected inthe estimation ofthe fairvalue ofthe cash-
settled share-based payments both atthe grant dateand
subsequently. Vesting conditions (otherthan market
conditions) are not be taken intoaccountwhen estimating
the fairvalue ofcash-settled share-based payments.
Instead, vesting conditions (other than market conditions)
are takeninto account in the measurement ofthe liability
incurred byadjusting the number ofawardsthatare
expected to vest.Such an estimateis revised when the
liabilityis remeasured at each reporting date and until the
vesting date. On a cumulative basis, no expenseis
recognized ifthe awards granted do not vestbecause of
failure to satisfya vesting condition ora non-vesting
condition.

If anemployeeis not required to provide a service, expense
and liabilityare recognized immediately upon the grant
date.Ifthe employeeis required to provide services over
for a specified period, expense and liahbilityare spread over
the vesting period, while reconsidering the likelihood of
achieving vesting conditionsand remeasuring the fairvalue
of the liabilityat the end ofeach reporting period.

Modifications from equity-settled to cash-settled

In case of modificationsofa program from equity-settled to
cash-settled share-based payment, a liabilityto settlein
cashisrecognized at the modification date based on the
fairvalue ofthe shares at the modification date tothe
extentto which the specified services have been received.

If the amountofthe liability recognized on the modification
date is lessthan the amount previously recognized as an
increasein equity,then no gainis recognized forthe
difference between theamountrecognized to date in equity
and the amount reclassified for the fairvalue ofthe liability;
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that difference remains in equity. Subsequent to the
modification, the Group continuesto recognize the grant-
date fairvalue ofequityinstruments granted asthe cost of
the share-based payment. Any subsequentre measurement
of the liability (from the date of modification until the
settlement date) is recognized in profit orloss.

Contingent Liabilities and Unused Lines of Credit

Forthe mostpart, contingent liabilitiesare guarantees and
unused lines ofcredit. Guaranteesare used when
subsidiariesof BAWAG Group guarantee paymentto the
creditorto fulfill the obligation ofa third party. Unused lines
of credit are commitments fromwhich a credit risk may
occur.Loanloss provisionsfor contingent liabilitiesand
unused lines ofcredit are reported under provisionsfor
anticipated losseson pending business. For details, see
Note 43.

Equity

Equityis the capital provided by the Bank’s owners (issued
capitaland capital reserves), AT1 capital and the capital
generated bythe Bank (retained earnings, reserves from
currencytranslation, FVOClreserve, cash flow hedge
reserve, net-investment-hedge reserve, actuarial gainsand
losses, profit broughtforward and the profit for the period).
Detailsare provided in Note 30.

Revenue Recognition
Revenue is recognized to the extent that it is probable that
the economic benefitswill flowto the entityand the

revenue can be reliably measured.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a framework for determining whether,
how much and when revenue s recognized.

IFRS 15 is effective forannual periods beginningon or after
1 January2018. Accordingly, revenues coming from fees
and commissions are recognized when control of goods
andservices is transferred and hence the contractual
performance obligation to the customer has been satisfied.

BAWAG Group receives feeand commission income from
various services provided tocustomers. These are
presented in net commission income in the statement of
profitorloss.

Fees andcommissions for services performed over a certain
period oftime are collected overthe period in which the
serviceis performed. This includes commissionsfrom
lendingand currentaccount business, liability commissions
and other management and c ustody fees. In cases where
an associated financial instrumentexists, feesthatare an
integral partofthe effective interestrate ofthisfinancial
instrumentare reported as partofinterestincome.

Fees associated with providinga particular service orthe
occurrence ofa certain event (transaction-related services)
are recognized when the service has been provided in full
orthe significantevent hasoccurred. Commissions from
the performance oftransaction-related services include
securitiestransactions, the brokerage ofinsurance policies
and building society savings contractsas well asforeign
exchangetransactions.

Expensesthat aredirectlyand incrementally related to the
generation of commission income are shown under
COMmMIssion eXpenses.

Fee and commissionincome is measured based on
considerationspecifiedin a legally enforceable contract with
a customer, excludingamounts such as taxes collected on
behalfofthird parties. Consideration received is allocatedto
the separately identifiable performance obligations in a
contract. Consideration can include both fixed and variable
amounts. Variable consideration includes refunds,
discounts, performance bonusesand other amounts that
are contingenton the occurrence or non-occurrence ofa
future event. Variable consideration thatis contingentonan
uncertain event is onlyrecognized tothe extent thatit is
highly probable that a significant reversal in the amount of
cumulative revenue fora contractwill notoccur.

Note 3 shows a breakdown of commission income and
expenses by business segment.



Description of P&L lines

Interestincome and Interest Expense

Interestincome consists primarily ofinterest income from
loans and receivables, fixed-income securities, variable-rate
securitiesand assets held for trading. Furthermore, regular
income from equity investments, sharesas well asfeesand
commissionssimilarto interestincome are shown in this
item. Interest income and interest expense also include
premiums and discountson securities and loans usingthe
effective interest rate method and the amortization ofday-
one profits. Also, the interest portion ofinterest-bearing
derivatives, separated intoincome and expenses, is
recognized in interest income and expense. Income from
negative interest liabilities is alsoincluded.

Interestexpense consists mainly ofinterest for liabilities
to credit institutions and customers, issued bonds, sub-
ordinated capital and supplementary capital. Expenses
from negative interest assetsare alsoincluded.

Interestincome and interestexpense arerecognized onan
accrual basis

Detailsconcerningthe net interestincome can be found in
Note 2.

Fee and Commission Income and Expense
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hedginginefficienciesand foreign exchange differences are
shown within this position. For details, see Note 4.

Other Operating Income and Expenses

The otheroperating result reflects all otherincome and
expenses not directlyattributable to ordinary activities,
suchasresultsonthe sale of property. In addition, the
otheroperating resultencompasses expenses for other
taxes and regulatory charges (bank levy, the contributions
to the deposit guarantee scheme and to the bank resolution
fund), income fromthe release of other provisions and the
reimbursement ofexpenses to customers aswell as
consolidation results from business combinations and
related expenses. The annual IAS 40 valuation resultis
recognized in other operatingincome forappreciation orin
otheroperating expenses forimpairment. For details see
Note 5.

Administrative Expenses

General administrative expenses re present personnel and
otheradministrative expensesaccruedin the reporting period.
Details are explainedin Note 6.

Risk Costs

This item consists mainlyofincome from and expenses for
paymenttransfers, securitiesand custody business,
lending and payments to Osterreichische Post AG for the
use ofits distribution network. Income and expensesare
recognized on an accrual basis. Fordetails, see Note 3.

GainsandLosses onFinancial Assetsand Liabilities

This item consists mainly ofthe valuation and sales gains
orlossesofthe Group’s investments, sales gains and losses
from non-performing loans and issued securities,and the
result from trading in securities and derivatives. Moreover,

This item includes allocations toand releases of specific
and portfolio risk provisions forloans and advances and for
contingent liabilities bearing credit risk as wellas changes
in expected credit losses. Also reported in this itemare
direct write-offs ofloans and advances as well as recoveries
on written-offloans removed from the balance sheet.
Furthermore, this line itemincludes all charges resulting
from operational risk events.

In addition, this lineitem includes impairment losses or
reversals ofimpairment losses on propertyand equipment
and otherintangible assetsas well asimpairment losses on
goodwilland non-consolidated equity investments. For
details, see Note 8.
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Net Gains or Losses on Financial I nstruments

Net gainsorlosses on financial instruments include fair
value measurements recognized in the income statement,
impairments, impairmentreversals, gains realized on
disposal and subsequent recoveries on written-down
financial instrumentsclassified in the respective IFRS 9
categories. The components are detailed foreach IFRS 9
categoryinthe notes on netinterest income, gains and
losses on financial assets and liabilities, and risk costs.

Latitude of Judgment and Uncertainty of Estimates

The consolidated financial statements include values that
are determined on the basisofestimatesand judgments as
permitted. The estimatesand judgments used are based
on past experienceand otherfactors, such as planningand
expectations or forecasts of future events thatare
considered likelyas faras we know today. The estimates
andjudgmentsthemselvesand the underlying estimation
methodsand judgmentfactors are reviewed regularlyand
compared with actual results.

The measurement offinancial instruments and the related
estimatesin respect of measurement parameters, in
particularthe future development ofinterest rates, have a
material effecton the resultsofoperations. The parameter
values applied bythe Bank are derived largely from market
conditions prevailingas ofthe reporting date.

The determination offairvalue forfinancial assetsand
liabilities forwhich there is no observable market price
requires the use ofvaluation techniques. Forfinancial
instrumentsthat trade infrequently, calculation offairvalue
requires varying degreesofjudgmentdepending on
liquidity, uncertaintyof marketfactors, pricingassumptions
and otherrisks affectingthe specific instrument. Details
regarding valuation techniquesand uncertainty of
estimatesregarding unobservable inputfactors are
described in Note 1 Accounting policiesandin Note 31
Fairvalue.

Assessmentsas to whether or not cash-generating units
(CGUs)were unimpaired are based on planning
calculations. These naturally reflect the management’s
evaluations,which arein turn subject toa degree of
predictive uncertainty. Detailson the impairment testand
the analysis of uncertainties surrounding the estimation of
goodwillaresetoutin Note 1 Accounting policies and Note

18 Goodwill, Brand names and customer relationships and
Software and otherintangible assets.

In determiningthe amount ofdeferred taxassets, the
Group uses historical utilization possibilities oftaxloss
carryforwards and a multi-year forecast pre pared by the
management ofthe subsidiariesand the approved budget
for the following year, including tax planning. The Group
regularly re-evaluatesits estimates related to deferred tax
assets, includingits assumptions about future profitability.
Detailsregarding deferred taxes are setout in Note 1
Accounting policies and in Note 19 Net deferred taxassets
and liabilitieson Statement of Financial Position.

Pension obligationsare measured based on the projected
unit credit method for defined benefit pension plans. In
measuring such obligations, assumptions have to be made
regardinglong-term trends for salaries, pensions and future
mortalityin particular. Changes in the underlying
assumptionsfrom yearto yearand divergences fromthe
actual effects each yearare reported underactuarial gains
and losses (see Note 1 Accounting policies).

The followingitems are also subjectto the judgment of
management:

» assessments ofthe recoverabilityoflong-term loans are
based onassumptionsregarding the borrower’s future
cashflows,and, hence, possible impairments ofloans
and the recognition of provisions for off-balance-sheet
commitments in relation to lending business

» recognition of provisions for uncertain liabilities

» assessments oflegal risks from legal proceedings,
supreme courtrulings and inspections of regulatory
authorities and the recognition of provisions regarding
suchrisks

» assessment ofthe leaseterm applied forthe standard
IFRS 16 Leases

» IFRS 9: assessmentsregarding the transfer offinancial
instrumentsfrom stage 1 to stage 2, macroeconomic
assumptionsforthe determination of forward-looking
information inthe course ofthe calculation ofexpected
credit losses and assumptions for expected cash flows
for impaired loans

» fairvalue calculation forunquoted financial instruments
where some parametersrequired forthe valuation
modelare notobservables in the market(Level 3).



Latitude of Judgment and Uncertainty of Estimates —
City of Linz

Uncertainties in estimations alsoapplyto the claim of
BAWAG Groupagainstthe CityofLinz.On 12 February
2007,the CityofLinzand BAWAG Group concluded a
swapagreement. This transaction was intended bythe City
of Linz to optimizea CHF bond (please note that the party
to the transaction and consequently the lawsuitis

BAWAG P.S .K.AG, a subsidiaryof BAWAG Group AG).

Becauseofthe development ofthe Swissfranc exchange
rate startinginthe autumn of2009, the CityofLinz was
obligated to make increased contractual payments to
BAWAG Group.0On 13 0October2011,the Linz City Council
decided that it would make no more payments in
connection with the swap agreement. Consequently,
BAWAG Group exercised its right to close outthe
transaction.

The CityofLinzfiled a lawsuitagainst BAWAG Group atthe
Commercial Court of Vienna at the beginning of Nove mber
2011 seekingpaymentof CHF 30.6 million (equaling €
24.2 million attheexchangerate at thattime), which
corresponds to the netcash payments made bythe City of
Linz whilst performing the swap agreement. BAWAG Group
filed a (counter) suitagainst the Cityof Linz forthe
fulfillmentofits contractual entitlements from the same
transaction inthe amountof€417.7 million, which mainly
reflects close-outcosts BAWAG Group incurred. The court
combined thetwosuits. The first hearingswere held in the
spring of2013 and a court commissioned expert opinion as
wellas a supplementary opinion thereto were submitted in
August 2016 and December2017.Inthe first halfof2019,
several hearingstook place during which witnesses testified
andthe courtappointed expertsanswered questions on
theirexpert opinion.On 8 April 2019, the CityofLinz filed a
motion foran interim judgment (Zwischenurteil) with
respecttotheir CHF 30.6 million claimto determine
whetherthe swap agreementis valid. The courtwhich had
previously revealed that it intends to review the validity of
the swap agreement before dealingwith the amount ofthe
claim ofthe CityofLinz and the counterclaim of BAWAG
Group, responded to such motion with a se paration ofthe
previouslycombined two proceedings and suspended
BAWAG Group’s (counter) claim pendingthe outcome ofa
potential interim judgment. BAWAG Group responded to
Cityof Linz' motion with a briefdated 4 June 2019.0n7
January2020, the courtissued an interim judgment
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(Zwischenurteil) inwhich it held that the swap agreementis
void. BAWAG Group announced to appeal thisdecision.
The interimjudgment is nota decision on the m utual
paymentclaimsof BAWAG Group and the CityofLinz.
Further, notwithstanding the interim decision ofthe courtof
firstinstance, ultimatelythe case will be decided by the
Court of Appealand the Supreme Court. BAWAG Group
therefore takes the view that its strong legal position
remains unchanged and is well prepared forthe
forthcoming court proceedings. It is difficult to assess how
much longerthe lawsuit is going to continue. However,
based onexperience itis assumed thatthe further legal
proceedings until a final judgement is enforceable will take
several years.

Future court decisions on the validityofthe swap
agreementmayimpact the recognition ofthe receivable
asserted thereunder. In case the swap agreement is held
void in the further court instances, BAWAG Group would
have to de-recognize thereceivable against CityofLinz. A
potential consequential damage claim resulting thereof
would only be recognized aftera final judgmenthas
determined the amount awarded to BAWAG Group. In
addition, even ifthe courts ultimatelywereto hold thatthe
swapagreementis valid, BAWAG Group maystill not be
awarded, infull or in part, the payment sought, in which
case it mayalso be required to further write down its
receivable.

BAWAG Group has valued the transaction until termination
accordingto the general principles (see Note 1 Accounting
policies) and hasadequatelyaccounted for the risks
associated with the claim arising from the swap agreement.
In particular, managementhad to estimate the risks that
are associated with the transaction, such as non-payment,
legal, process and other operational risks and had to make
judgements aspart ofthe continuous valuation process;
this resulted in a respective valuation adjustment.

Afterthe termination ofthe transaction, the swap was
derecognized and a receivable was recognized under
Receivables from customers (classified under At amortized
cost - receivablesfrom customers).In 2011, when
derecognizingthe swap, a creditvalue adjustmentof

€ 164 million (equals around 40% of€ 417.7 million) was
setoffagainstthe gross receivable, thus a newreceivable
was recognized in the amountofapproximately € 254
million.
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Effects of Adopting Amended and New Standards

The following standards, amendmentsand interpretations to existing standards were mandatory for the firsttime forthe 2019

consolidated financial statements:

Standards/Amendments/Interpretation

IFRS 16 Leases

(issuedon 13 January2016)

Amendmentsto IFRS 9: Prepayment Featureswith
Negative Compensation

(issuedon 12 October 2017)

IFRIC 23 Uncertaintyover Income Tax Treatments
(issuedon 7 June 2017)

Amendmentsto IAS 28: Long-term Interests in Associates
and Joint Ventures

(issuedon 12 October 2017)

Amendmentsto IAS 19: Plan Amendment, Curtailmentor
Settlement

(issuedon 7 February2018)

Annual Improvementsto IFRS Standards 2015-2017 Cycle
(issuedon 12 December2017)

First-time
application
1 January2019
1 January2019

1 January2019

1 January2019

1 January2019

1 January2019

Adopted by
the EU
31 October2017
22 March 2018

23 October2018

8 February2019

13 March 2019

14 March 2019

Impacton
BAWAG Group

Fordetails, please
see above

None

None

None

Immaterial

Fordetails, please
see above
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The following standards, amendments and interpretations to existing standards were a pproved by the Intermational Accounting
Standards Board (IASB) and endorsed by the EU butare notyet mandatory for the preparation of IFRS financial statements for the
periodended 31 December 2019. BAWAG Groupdoes not plan an early a pplication of endorsed but not yet effective standards:

First-time Adopted by Expected impacton
Standards/Amendments/Interpretation application the EU BAWAG Group
Amendmentsto References tothe Conceptual Framework
in IFRS Standards 1 January2020 29 November2019 Immaterial
(issued on 29 March 2018)

Amendmentsto IAS 1and IAS 8: Definition of Material
(issued on 31 October 2018)
Amendmentsto IFRS 9, IAS 39 and IFRS 7: InterestRate

Benchmark Reform 1 January2020 15 January 2020 Immaterial
(issued on 26 September 2019)

1 January2020 29 November2019 Immaterial

The following standards andamendments approved by the International Accounting Standards Board (IASB) have notyet
been endorsed by the European Union. BAWAG Group does not plan early application:

Expected impacton
Standard/Interpretation/Amendment BAWAG Group
IFRS 17 Insurance Contracts
(issuedon 18 May2017)
Amendmentsto IFRS 3 Business Combinations
(issued on 22 October 2018)
Amendmentsto IAS 1: Classification of Liabilities as Current or
Non-current Immaterial
(issued on 23 January 2020)

None

Immaterial
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DETAILSOF THE CONSOLIDATED PROFIT ORLOSS STATEMENT

2 | Net interestincome

in € million 2019 2018
Interest income 1,154.1 1,141.4
Financial assets at fair value through profit or loss 17.7 12.7
Financial assets at fair value through other comprehensive income 36.8 354
Financial assets held fortrading 90.6 86.7
Financial assets at amortized cost 856.5 835.0
Derivatives —Hedge accounting, interestrate risk 138.6 1534
Interestincome from financial liabilities 14.0 17.9
Otherassets (0.1) 0.3
Interest expense (278.7) (309.5)
Deposits atcentral banks (12.6) (10.2)
Financial liabilities designated atfair value through profit or loss (16.7) (30.0)
Financial liabilities held fortrading (45.9) (565.8)
Financial liabilities measured at amortized cost (97.0) (117.4)
Derivatives —Hedge accounting, interestrate risk (91.3) (80.8)
Provisions for social capital (6.3) (5.6)
Interestexpense from IFRS 16 lease liabilities (2.5) =
Interestexpense from financial assets (6.4) (9.7)
Dividend income 3.6 8.6
Financial assets designated atfairvalue through profit orloss 0.8 4.3
Financial assets at fairvalue through other comprehensive income 2.8 4.3
Net interest income 879.0 840.5
Interestincomeand similarincome arerecognized onan interestof€ 14.0 million (2018: € 17.9 million). Interest
accrual basis. Interestincome also includes premiumsand expense includes expenses from negative interestof€ 19.0
discounts on securities classified as financial investments million (2018: € 19.9 million). Interestincome from financial
aswellas premiums and discountson acquired loan assetsatfairvalue through other comprehensive income and
portfolios thatare allocated in accordance with the accruals financial assetsatamortized cost is calculated using the
concept,among otheritems. Interest income onim paired effective interest method. Dividend income from financial
receivables during2019amountedto € 5.5 million (2018: assetsatfairvalue through other comprehensive income is

€ 4.5 million). Interest income includes income from negative relatedto investments heldat the end ofthe reporting period.
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3 | Net fee and commissionincome

Netfee and commission income can be broken down by BAWAG Group’s segments as follows. As of January 2019, certain
changes in the business segment re portingwere made to better reflect the developmentsand our progress in the individual
business segments going forward. The prioryear’sfigures have been adjusted accordingly:

nenilion Retail& e “OEARE® Treasury  CGINEE
Fee and commission income 329.3 45.2 0.6 (0.4) 374.7
Paymenttransfers 220.2 31.1 - - 251.3
Lending 29.6 4.2 - - 33.8
Securities and custody business 473 4.7 0.3 (0.3) 52.0
Factoring 12.7 - - - 12.7
Otherservices 195 5.2 0.3 (0.1) 249
Fee and commission expense (87.1) (2.2) (0.2) (1.7) (91.2)
Payment transfers (69.9) (0.2) = = (70.1)
Lending (7.0) (0.9) = = (7.9)
Securities and custody business (2.8) (0.7) (0.1) (1.7) (5.3)
Factoring - - - - -
Others (7.4) (0.4) (0.1) = (7.9)
Net fee and commission income 242.2 43.0 04 (2.1) 2835
nemilion Retail & SME “VERES Y Treasuy  “GINEE TN
Fee and commission income 322.6 49.6 0.6 0.1 3729
Paymenttransfers 221.1 30.8 - - 2519
Lending 29.3 4.7 - - 340
Securities and custody business 55.1 3.2 0.6 - 589
Factoring - - - - -
Otherservices 17.1 109 - 0.1 28.1
Fee and commission expense (86.5) (1.0) = (2.6) (90.1)
Payment transfers (64.8) (0.1) = = (64.9)
Lending (4.7) (0.8) = = (5.5)
Securities and custody business (3.4) = = (2.5) (5.9)
Factoring - - - - -
Others (13.6) (0.1) = (0.1) (13.8)
Net fee and commission income 236.1 48.6 0.6 (2.5) 282.8
Net fee and commission income includesanamountof ata pointintime.Incomeand expense from lendingis
€ 2.6 million (2018: € 3.7 million) forfiduciary recognized mainly overtime. Otherincome and expense is
transactions. Income and expense from paymenttransfers recognized usinga mixofpointintimeand overtime.

and securities and custody businessis recognized mainly
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4| Gains and losses on financial assets and liahilities

in € million 2019 2018

Realized gains and losses on financial assets and liabilities not measured at fair

value through profit or loss, net e ek
Financial assets at fair value through other comprehensive income 103 283
Financial assets measured at amortized cost 99.3 234
Financial liabilities measured at amortized cost (2.5) (0.7)
Gainfrom the sale ofsubsidiaries and associates 04 0.1
Net gain orloss from modification (0.2) (2.1)
Otherresult - (2.1)

Gains (losses) on financial assets and liabilities held for trading, net (53.8) (37.6)

Gains (losses) on financial assets and liabilities designated at fair value through

profit or loss, net velf 12z

Gains (losses) from fair value hedge accounting 74 (0.4)
Fairvalue adjustment ofhedged item (189.8) (41.9)
Fairvalue adjustment of hedginginstrument 197.2 41.5

Exchange differences, net 2.1 (1.6)

Gains and losses on financial assets and liabilities 70.7 195

The item gains and losses on financial assetsand liabilities sales gains and lossesfrom non-performingloans and
was influenced primarily by the valuation and sale of the derivative transactions with customers.
Group’s investments, the valuation ofissued securities,
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5| Other operating income and expenses

in € million
Other operating income
Income from investment properties
Consolidation result from business combinations
Lease objects maintenance costs charged to the lessees
Otherincome
Other operating expenses
Expensesrelatingto investment properties

Lossesfrom the sale and derecognition of property, plant and equipment
Restructuring expenses relatingto business combinations

Regulatorycharges

CONSOLIDATED FINANCIAL REPORT

One-time expenses for cancellation of cooperation agreementwith Osterreichische

Post AG
Lease objects maintenance costs
Otherexpenses

Other operating income and expenses

Forfurtherdetailsregarding the consolidation resultfrom
business combinations, please referto Note 35. The line
item Regulatorycharges includes the bank levyand the
contributionsto the depositguarantee scheme and tothe
bank resolution fund. The bank levyincluded in this item
amountsto € 4.8 million for2019 (2018: € 5.0 million).
The remeasurement ofthe collateral portion regarding the
bank resolution fund inthe amount of € 0.0 million (2018:
€ 2.1 million) is recognized in gainsand losses on financial
assets and liabilities.

2019 2018
111.0 64.1
34.2 84
0.7 374
55.8 3.8
20.3 145
(142.0) (72.3)
(6.1) (2.6)
(16.1) (5.7)
(3.7) (10.0)
(38.2) (36.1)
- (6.5)
(56.1) (3.5)
(21.8) (7.9)
(31.0) (8.2)

The increase inthe lineitems Lease objects maintenance
costschargedto thelessees and Lease objects
maintenance costs can be attributed to the acquisition of
BFL Leasing GmbH and Morgenstern Miet + Leasing
GmbHin2019.

Income from investment properties includes positive
valuation resultsof€ 14.1 million (2018: € 0.0 million)and
rentalincome of € 20.1 million (2018: € 8.4 million).

Expensesrelatingto investment propertiesinclude
operating costs of€ 6.1 million (2018: € 2.6 million).
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6 | Administrative expenses

in € million

Staff costs
Wagesand salaries
Statutory social security contributions
Staff benefit costs

Increase/Release of pension provision and pension payments

Increase/Decrease of provision for severance payments
Increase/Decrease of provision for jubilee be nefits
Staffbenefit fund costs
Other administrative expenses
IT, data, communication
Real estate, utility, maintenance expenses
Advertising
Legal, consulting, outsourcing
Postage feesand logistics
Regulatoryand audit fees
Othergeneral expenses
Administrative expenses

In 2019, the line item Real estate, utility, maintenance
expenses in otheradministrative expensesdoes not include
rental payments inthe amount of € 18.8 million since those

2019
(307.9)
(229.8)

(58.0)
(0.3)
(10.5)
(4.1)
(3.2)
(2.0)
(152.7)
(58.7)
(16.8)
(20.7)
(14.3)
(16.5)
(12.5)
(13.2)
(460.6)

2018
(285.2)
(211.6)

(58.2)
(0.8)
(3.8)
(4.6)
(4.3)
(1.9)

(192.0)

(59.5)

(41.3)

(21.3)

(24.4)

(17.7)

(12.7)

(15.0)

(477.2)

amountsare now presented asinterest expense and
depreciation ofthe right-of-use assets.



11 Depreciation and amortization on tangible and intangible non-current assets

in€million
Depreciation and amortization
Customerrelationships
Software and other intangible assets
Property, plantand equipment
thereofdepreciation ofright-of-use assets
Depreciation and amortization

8 | Risk costs

in €million
Changesin provisions for financial assetsat amortized cost
Stagel
Stage?
Stage3
Changesin provisions for off-balance credit risk
Stagel
Stage?
Stage3

Changesin provisions forfinancial assetsat fair value through other comprehensive

income
Stagel
Provisions and expenses for operational risk
Provisions —other
Risk costs

CONSOLIDATED FINANCIAL REPORT

2019

(9.1)
(33.5)
(30.6)
(17.9)
(73.2)

2019
(59.2)
8.9
14.8
(82.9)
(7.6)
24
(0.4)
(9.6)

13

1.3
(4.3)

0.5
(69.3)

2018

(8.7)
(25.1)
(10.9)

(44.7)

2018
(29.2)
23.0
17.3
(69.5)
(15.5)
(7.9)
(0.5)
(7.1)

2.3

23
(2.2)
(0.5)

(45.1)
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9 | Share of the profit or loss of associates accounted for using the equity method

The profit reported for 2019 of€ 5.2 million (2018: The unrecognized share ofthe losses of entities thatwere
profit of € 5.1 million) contains the proportionate shares accounted for using the equity method according to IFRS
in BAWAG P.S K. Versicherung AG and PSAPayment 12.22 (c)cameto € 0.0 million (2018:€0.0 million).

Services Austria GmbH.

The followingtable shows keyfinancial indicators forthe Group’s associates accounted for using the equity method:

Associates accounted for using the equity method

in € million 2019 2018
Cumulated assets 2,425 2,379
Cumulated liabilities 2,282 2,243
Cumulated equity 144 136
Earned premiums (gross) 210 211
Fee and commission income 206 198
Cumulated net profit 16 17
The associates accounted for usingthe equity method are of 20.82%). For further details, please refer to Note 34
BAWAG P.S K. Versicherung Aktiengesellschaft (stake of Related parties.

25.00%)and PSAPaymentServices Austria GmbH (stake
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10 | Income taxes

in€million 2019 2018

Current taxexpense/income (41.2) (16.1)
Deferred taxexpense (103.8) (120.1)
Income taxes (145.0) (136.2)

The following reconciliation shows the relationship between computed taxexpensesand re ported tax expenses:

in € million 2019 2018
Profit before tax 604.3 572.7
Taxrate 25% 25%
Computed tax expenses (151.1) (143.2)
Reductions in tax
Due to tax-exempt income from equity investments 04 12
Due to taxgoodwill amortization 189 199
Due to first-time consolidation 15 105
Due to othertax-exemptincome 4.2 -
Due to use oftaxlosscarryforwardsofthe taxgroup parent 25 -
Due to othertaxeffects 2.2 1.8
Increases in tax
Due to gains and lossesfrom the valuation of equity investments (1.9) (2.8)
Due to unrecognized deferred taxes on taxloss carryforwards (3.4) (3.4)
Due to valuation ofdeferred taxeson taxloss carryforwards (4.5) -
Due to non-taxdeductible expenses (9.9) (15.5)
Due to differingforeign taxrates (0.2) (3.3)
Due to othertaxeffects (1.6) (2.6)
Income tax in the period (142.9) (137.4)
Qut-of-period income tax (2.1) 1.2
Reported income tax (expense) (145.0) (136.2)

The Group's assets included deferred taxassets accounted BAWAG P.S K. AG, € 31 million (2018:€ 37 million) at the

foronthe groundsofthe recognized benefits arising from level of members ofthe taxgroup included in the
as-yet-unusedtaxlosses in theamount of € 39 million consolidated financial statements and € O million (2018:
(2018:€ 109 million). The taxlosses can be carried forward € 0 million) at the level ofother companiesincluded in the
foran unlimited period. consolidated financial statements, fora total of € 156
million (2018: €437 million). Taxgoodwill amortization will
As of 31 December 2019, unused taxlosses amounted to contribute another € 76 million per year as tax-deductible

€ 125 million (2018: € 395 million) at the level of BAWAG expenses until 2021.
Group AG,€ 0 million (2018:€5 million) atthe level of
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DETAILSOF THE CONSOLIDATED STATEMENT OF FINANCIALPOSITION

11| Cash reserves

in € million 31.12.2019 31.12.2018
Cashonhand 564 477
Balances at central banks 860 592
Cash reserves 1,424 1,069

12 | Financial assets at fairvalue through profit or loss

in € million 31.12.2019 31.12.2018

Financial assets designated at fair value through profit or loss 100 114
Receivables from customers 100 114

Financial assets mandatorily at fair value through profit or loss 640 390
Bonds and otherfixed-income securities 325 169
Receivables from customers 239 176
Subsidiaries and other equity investments 76 45

Financial assets at fair value through profit or loss 740 504

The category Financial assets designated at fairvalue for them. Furtherinformation onthefairvalue option can

through profit orloss contains all financial instruments that be foundin Note 1. The maximum credit risk ofloans and
are carried at theirfairvalue through profit orloss because advancesto customers equals book value.
the fairvalue option defined in IFRS 9 has been exercised
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13 | Financial assets at fairvalue through other comprehensive income

in € million
Debt instruments
Bonds and otherfixed-income securities
Bonds ofotherissuers
Public sector debtinstruments
Subsidiaries and other equity investments
AT1 capital
Investments in non-consolidated subsidiaries
Interests in associates
Othershareholdings

Financial assets at fair value through other comprehensive income

In 2019, 12-month ECL Stage 1 forfinancial assetsat fair
value through other comprehensive income was reversedin
the amountof€ 1.7 million (2018: € 3.8 million

Reclassification of debt instruments

BAWAG Group found thatforthe ongoing management of
the NIB book (the NIB bookis intended to hedge the
interest raterisk resultingfrom the net non-interest bearing
position,i.e.non-interest bearingassets such as
participationsand non-interest bearing liabilities and
equity), given its intention to serve as interestraterisk
management measure,a more appropriate set-up would be
to define the business strategies based on maturity
buckets.

BAWAG Group therefore restructured the NIB book by
designating existing and future new investments to the new
time bucket-based business strategies.

As part ofthis restructuring, BAWAG Group wanted to
selectivelydispose of positions assigned to the NIB book
basedona creditview/interestrate risk management
perspective.

Faced with the unexpected and unprecedented dropin
interest rates witnessed in the third quarterof 2019,
BAWAG Group took decisionsto reduce the exposure to
interest rates. These decisions included further disposals
from the NIB book as well asthe temporary suspension of
the hedgingofreplicated sight deposits, forexample.

BAWAG Group alsowanted to further upgrade the quality of
the LCR buffer, by moving from covered bonds into central
bank reserves.

31.12.2019 31.12.2018
3,425 2,804
3,425 2,804
3,263 2,704

162 100
206 235
126 145

8 14

11 16

61 60
3,631 3,039

recognized) and lifetime ECL Stage 2 was recognized in the
amount of€ 0.4 million (2018: € 0.0 million).

BAWAG Group views the historic interest rate lows as
exceptional one-off circumstances and continues to view
the NIB book asa hold-to-collect business strategy.

The changein the managementof NIB book securities is
significanttothe operations of BAWAG Group.Changes in
the internal management oflarge parts ofthe securities in
the NIB book and more prudent external requirementsfor
liquidityreserves have led to a material change in the
business model of certain portfolios ofthe Bank.

BAWAG Group has analyzed all securities portfolios and
determined that the business model for portfolios with
significant salesin 2019 has changed. Management
intends tosell further securities ofthe relevant portfolios
andtherefore no longer hasthe intention to hold the assets
to collect principal and interest.

Therefore, the relevant securities were reclassified from
hold-to-collect (amortized cost) to hold-to-collect and sell
(atfairvalue through other comprehensive income) in
December2019. Portfolioswhere no sales have occurred
andwhere theintention to hold the assets until maturity
has not changed remain in hold-to-collect.
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in € million
From amortized cost

14 | Financial assets held fortrading

in€million

Derivatives in trading book
Foreign currencyderivatives
Interestrate derivatives

Derivatives in banking book
Foreign currencyderivatives
Interestrate derivatives

Financial assets held for trading

15| At amortized cost

To fairvalue through other comprehensive

The following breakdown depictsthe composition ofthe item At amortized costofthe Group.

31.12.2019 Total gross
in€million carrying amount
Receivables from customers 30,690
Securities 1371
Public sectordebt
. 38
instruments
Debt instruments of other 1333
issuers
Receivables from credit
rece ' 5,720
institutions
Total 37,781
31.12.2018 Total gross
in€million carrying amount
Receivables from customers 30,747
Securities 3,615
_Publlc sectordebt 487
instruments
Debt instruments of other 3028
issuers
R ivables fi dit
. eclelvla es from credi 4,340
institutions
Total 38,602

Impairments
Stagel

(30)
2

0

(2)

(32)

Impairments
Stagel

(38)
(1)

income
722
31.12.2019 31.12.2018
- 118
- 118
353 233
11 11
342 222
353 351
Impairments Impairments  Total netcarrying
Stage? Stage3 amount
(16) (177) 30,467
0 0 1,369
= — 38
0 - 1,331
0 - 5,720
(16) (177) 37,556

Impairments Impairments  Total netcarrying

Stage? Stage3 amount
(32) (195) 30,482
(2) 0 3,612

- - 487

(2) — 3,025

0 - 4,340
(34) (195) 38,334
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The followingtable depicts the breakdown of receivables from customers by credit type:

in € million 31.12.2019 31.12.2018
Loans 26,954 27,500
Currentaccounts 1,466 1,454
Financeleases 1,744 1,173
Cashadvances 160 268
Moneymarket 143 87
Receivables from customers 30,467 30,482

Financial instruments thathave been modified but notderecognized during the reporting period and thathave been
allocated tostage 2 orstage 3 atthe time of modification:

L I Purchased/
31.12.2019 Lifetime-ECL- Lifetime-ECL-  i.i1 i ¢ redit
; . notimpaired impaired : ‘
in € million impaired
Amortized cost before modification in the currentreporting period 153 3 -
Net gain orloss from modification 0 - -

I . Purchased/
31.12.2018 Lifetime-ECL- Lifetime-ECL - originated credit
; S notimpaired impaired ‘ ‘
in € million impaired
Amortized cost before modification in the currentreporting period 207 - -
Net gainorloss from modification 0 - -

Modified financial assets whose risk provision was allocated period had a grossbook valueas 0f31 December2019 of
to stage 2 orstage 3 at the time of modification and that € 88 million (2018: € 84 million).
have been reallocated to stage 1 during the reporting
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The following breakdown depictsthe composition ofthe item At amortized costaccording tothe Group’ssegments. As of
January2019, certain changes in the business segment re porting were made to better reflect the developments and our

122

progress in the individual business segments going forward. The prioryear’sfigures have been adjusted accordingly.

31.12.2019 Total gross Impairments Impairments Impairments Totalnetcarrying
in € million carrying amount Stagel Stage? Stage3 amount
Retail & SME 17,903 (15) 9) (135) 17,744
Corporates & Public 12,737 (15) (7) (42) 12,673
Treasury 5,985 (2) 0 0 5,983
Corporate Center 1,156 0 0 0 1,156
Total 37,781 (32) (16) (177) 37,556
31.12.2018 Totalgross Impairments Impairments Impairments Total netcarrying
in€million carrying amount Stagel Stage? Stage3 amount
Retail & SME 16,779 (15) (11) (129) 16,624
Corporates & Public 13914 (23) (20) (58) 13,813
Treasury 7,178 (1) (2) 0 7,175
Corporate Center 731 0 (1) (8) 722
Total 38,602 (39) (34) (195) 38,334



16 | Asset maturities
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The followingtable contains a breakdown offinancial assets (excluding subsidiaries and other equity investments and
derivatives) byremaining period to maturity.

Financial assets — breakdown by remaining period to maturity 2019

31.12.2019

in €million

Financial assets designated at fair

value through profit or loss
Receivables from customers

Financial assets mandatorily at fair

value through profit or loss
Receivables from customers
Bonds and otherfixed-income
securities

Financial assets at fair value through

other comprehensive income
Bonds and otherfixed-income
securities

At amortized cost
Receivables from customers
Receivables from credit institutions
Bonds and otherfixed-income
securities

Total

Repayable
ondemand

1,553
1,501

3,054

Up to
3 months

1,285
4,095

51
5,444

3 months
up to lyear

13

190

2,002
10

34
2,257

1-5years

37

111
289

2,140

11,709

80
14,373

Overb years

51

110
32

1,095

13,918
107

1,204
16,517

Total

100

239
325

3,425

30,467
5,720

1,369
41,645
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Financial assets — breakdown by remaining period to maturity 2018

31.12.2018 Repayable Upto 3 months
in € million ondemand 3 months uptolyear

Financial assets designated at fair
value through profit or loss
Receivables from customers - 4 11 41 58 114
Financial assets mandatorily at fair
value through profit or loss

1-5years Overbyears Total

Receivables from customers 4 5 13 59 95 176
Bondggnd otherfixed-income B 10 11 73 75 169
securities

Financial assets at fair value through
other comprehensive income
Bonds and other fixed-income

. - 118 132 1,702 852 2,804
securities
At amortized cost
Receivables from customers 1,699 1,243 1,941 10,839 14,760 30,482
Receivables from credit institutions 612 3,596 11 6 115 4,340
Bonds”and other fixed-income B 145 129 994 2244 3512
securities
Total 2,315 5,121 2,248 13,714 18,199 41,597

17 | Property, plant and equipment, Investment properties

Changesin property, plant and equipment and investment properties 2019

Depreciat
jion (-),
. - | impairment
Carrying  Acquisition > o T‘“ ‘ - Write- ”;“‘rﬁf 5 1‘\‘ . Carrying s () f”"f"
amount 5 solidation  exchanae Additions  Disposals allocations downs accordan amount  reversal of
31.12.2018 01.01.2019 - cumulative 31.12.2019 impairment
Acquisition differences with 1AS 40 |
cost N
Financial
in € million year
Property, plant and equipment 116 506 10 - 66 (35) 14 (165) - 396 (36)
Land and buildings used bythe
enterprise forits own operations 64 77 0 0 0 4) 14 (29) B 58 (1)
Office furnitureand equipment 35 155 2 0 47 (21) 16 (113) = 86 (12)
Plant underconstruction 17 17 - - 3 0 (16) = - 4 -
Right-of-use assets IFRS 16 - 257 8 0 16 (10) = (23) - 248 (23)
Investment properties 118 142 181 5 1 (18) (14) = 14 311 -
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Changesin property, plant and equipment and investment properties 2018

Carrying  Acquisition
amount cost

31.12.2017 01.01.2018
A

cost
in €million
Property, plant and equipment 103 233 -
Land and buildings used bythe
enterprise forits own operations < e B
Office furniture and equipment 38 157 -
Plant under construction - - -
Investment properties 120 142 -

Depreciat
ion (-),
- Fair Value L mr‘ H HW’:VH‘
Re Write- Aluation in Carrying s (-) mni’
Additions  Disposals ; amount reversal of
exchange allocations accordance _ N
cumulative . 31.12.2018 impairment
ion differences with 1AS 40 .
s (+)
Financial
year
- 24 (® - (33 - 116  (9)
- 1 - = (13) = 64 (1)
- 6 (8) - (120) = 35 (8)
- 17 - - - - 17 -
= = = = (24) = 118 (3)

18 | Goodwill, brand names and customer relationships and Software and other intangible assets

The brand name “BAWAG P.S .K.” with a book value of

€ 114 million (2018:£€ 114 million), customer relationships
of Group companies with a total book value of € 148 million
(2018: € 147 million) and software and other intangible
assets with a total book value of € 201 million (2018:€ 182
million) are the Bank’s mostimportantintangible non-

current assets. The book value ofthe majority of customer
relationshipsis amortized accordingto the churn rate ofthe
customers. Ofthe total carryingamount for other intangible
non-currentassets, a substantial part can be attributed to
Allegro (BAWAG Group’s core banking system).
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Changesin Goodwill, Software and otherintangible assets 2019

Carrying impairr

Write-downs

Additions Disposals Reallocations cumulative amount (-)andre
CHMHAtVE - 31.12.2019  of impairments
in € million Fina ":\v‘,‘\; year
Goodwill 59 624 - 35 0 - (565) 94 -
Brand name and customer
relationships 264 456 - 19 - - (201) 274 (9)
Software and other
intangible assets 182 533 6 60 (20) = (378) 201 (34)
Software and otherintangible 5, 493 2 55 (19) 24 (363) 192 (34)
non-currentassets
Thereof purchased 111 445 2 37 (18) 16 (352) 130 (24)
Thereofinternally
generated 46 48 0 18 (1) 8 (11) 62 (10)
!nta ngible non-current assets o5 o5 4 5 1) (24) B 9 B
in development
Thereof purchased 17 17 - 3 (1) (16) = 3 -
Thereofinternally 8 8 4 5 B ) B 6 B
generated
Rights and compensation
payments a = - a a - U3 a a
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Changesin Goodwill, Software and otherintangible assets 2018

in€million
Goodwill
Brand name and customer
relationships
Software and other
intangible assets
Software and other intangible
non-currentassets
Thereof purchased
Thereofinternally
generated
Intangible non-current assets
in development
Thereof purchased
Thereofinternally
generated
Rights and compensation
payments

C

arrying

amount

12.2017

157

126
103
23

31
20
11

(

Acquisition

624
456

485

439
410
29

31
20
11

15

>hange in

of

¢ con tion
01.01.2018 A

cquisition

cost

Additions

55

85
24
11

20
13

Disposals Reallocations
(7) -
(3) 22
(3) 14

= 8
(4) (22)
(2) (14)
(2) (8)
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Write-downs

cumulative

(565)
(192)

(351)

(336)
(334)
2

Amortization

(-)a

nd

mpairments

31.12.2018 of impairments

182

157
111
46

25
17

The following table shows the material intangible assets with their respective book value and their remaining useful life:

Intangible assets
Total goodwill

thereof: goodwill easybank franchise

thereof: goodwill Zahnarztekasse

thereof: goodwill Health Coevo

Total brand names

thereof: brand name BAWAG P.S K.

Total customer relationships
thereof: customer relationships BAWAG P.S K.

Total other intangibles

thereof: core banking system for Austrian operations (Allegro)

Brand names have an indefinite useful life and are

therefore tested forim pairment atthe end ofeach financial

yearbased onthecurrent business plan.

Book value as of
31.12.2019 in €
million
94
59
20
15

126
114

148
104

201
44

Remaining useful

1

life

Indefinite
Indefinite
Indefinite

Indefinite

1-20years

14 years

(25)

(25)
(18)
(7)

Book valueas of

31.12.2018in€
million

59
59

117
114

147
110

182
44

If the carryingamountofthe brand name is higherthanthe
recoverableamount (BAWAG Group uses the brand’svalue
in use as its recoverable amount), an impairment loss will
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be recognized. The recoverable amount is calculated using
a modified relieffrom royalty method.

A reversal ofanimpairmentloss is recognized in profitor
loss, a process inwhich BAWAG Group appliesa two-step
approach:

» First, BAWAG Group assesses a reversal ofimpairment
atthe individual assetlevel;and

» Thencompares the revised carryingamountofthe
relevantCGUs, includingthe increase asa result ofthe
reversal ofimpairment in step 1,to its recoverable
amount.

A reversal ofthe impairmentis onlyrecognized ifthe
impairmenttest ofthe total CGUs shows a value that is
higherthanthe netassets and the individual impairment
tests ofthe brand names show a recoverable amount
higherthan the book value ofthe brand names.

As of 31 December2019and 31 December 2018, the
individual impairmenttests forthe brand names indicated
no impairmentrequirement.

Cashflow projections are based on the five -year business
plananda 1% growthrate ofcash flows afterthis period.
The discountrate was setat8.57% (2018:8.03%).



Impairment testing for cash-generating units with goodwill
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Forthe purposesofimpairmenttesting, goodwill is assigned to the following cash-generating units (CGU) as follows:

in € million

easybank franchise, Vienna
Zahnérztekasse AG, Wadenswil
Health Coevo AG, Hamburg
Goodwill

The material assumptions made in estimatingthe
recoverableamount are explained below. Material
assumptionsare based on assessments offuture

in%

Pre-taxdiscount rate easybank franchise, Vienna
Pre-taxdiscount rate Zahnéarztekasse AG, Wadenswil
Pre-taxdiscount rate Health Coevo AG, Hamburg

Planned profit growth rate (average forthe next five years) easybank franchise, Vienna

31.12.2019 31.12.2018
59 59
20 =
15 -
94 59

developments inthe relevantsectors and are based on
information obtained from external and internal sources.

2019
11.2%
10.7% =
10.8% =
(2.7)% 1.0%

Planned profit growth rate (average forthe next five years) Zahnarztekasse AG,

Wadenswil

Planned profit growth rate (average for the next five years) Health Coevo AG, Hamburg

Sustainable growth rate easybank franchise, Vienna
Sustainable growth rate Zahnarztekasse AG, Wadenswil
Sustainable growth rate Health Coevo AG, Hamburg

The discountrateis before taxes and was estimated based
onaverage equityreturns in the sector. The risk-free
interestrate used is the yield on government bonds with a
remainingterm to maturityof30 years published bythe
German central bank. This discountrateis adjusted by
applying a risk premium that reflects the higher general risk
associated with an equityinvestmentand the specific risk
of the individual cash-generating unit.

0.1% -

56% =
1.0% 1.0%
0.5% =
1.0% =

The cash flow projections are based onthe annual profits
planned bythe managementofthe companyforthe next five
years anda perpetualgrowth rate thereafter. The sustainable
growthrate was determined on the basis ofthe estimated
long-term annual profitgrowth rate, whichmatchesthe
assumption that a market participantwould make. In order
to keep growth properly equity backed, profitretentions have
been considered in the valuation, both in the planned period
and inthe calculation ofthe continuing value.
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Sensitivity analysis as of 31.12.2019

A sensitivityanalysis was used to test the robustness ofthe increaseinthe discountrateora declinein growth after
impairmenttest for goodwill, which was based on the 2020 could occurwithoutthe fairvalue ofthe cash-
assumptionsoutlined above. A changein the discountrate generating unitfalling below the carrying value (equity plus
anda change in growth were chosen as the relevant goodwill).

parameters. The table below shows to what extentan
Changeindiscountrate Changeingrowth after

(in percentage pts) 2020 (in %)
easybank franchise, Vienna 3.36 (2.33)%
Zahnérztekasse AG, Wadenswil 5.66 (14.30)%
Health Coevo AG, Hamburg 7.09 (15.79)%

Sensitivity analysis as of 31.12.2018

Changeindiscountrate Changeingrowth after
(in percentage pts) 2019 (in %)

easybank franchise, Vienna 439 (3.05)%

19 | Net deferred tax assets and liahilities on Statement of Financial Position

The deferred taxassetsand liabilities reported on the Statement of Financial Position are the resultoftemporary differences
between the carryingamounts pursuantto IFRS and the valuations ofthe following itemsaccording tothe taxrequirements:

in € million 31.12.2019 31.12.2018
Financial liabilities designated atfair value through profit orloss 30 35
Financial liabilities at amortized cost 168 117
Provisions 57 56
Taxloss carryforwards 39 109
Other 5 4
Deferred tax assets 299 321
Financial assets at fair value through profit or loss 10 12
Financial assets at fair value through other comprehensive income 25 7
Financial assets at amortized cost 53 58
Assets held fortrading 33 19
Hedging derivatives 129 79
Internally generated intangible assets 16 3
Otherintangible assets 69 75
Property, plantand equipment 10 3
Deferred tax liabilities 345 256
Net deferred tax assets/liabilities (46) 65
Deferred tax assets reported on the balance sheet? 8 76
Deferred tax liabilities reported on the balance sheet? 54 11
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Foreach Group member, the deferred taxassetsand
liabilities pertaining tothe same local taxauthority were
offset against each otherand reported under Taxassetsor
Taxliabilities.

Temporarydifferencesforwhich no deferred taxliabilities
were recognized, as permitted by IAS 12.39, cameto

€ 704 million (2018: € 437 million). IAS 12.39 stipulates
thatinthe case oftemporary differences associated with

CONSOLIDATED FINANCIAL REPORT

investments in subsidiaries, deferred taxliabilities do not
have to be recognized ifthe parentis ableto control the
timing ofthe reversal ofthe temporary differenceand it is
not probable that the temporary difference will be reversed
in the foreseeable future.

Deferred taxassets and deferred taxliabilities have a
remaining maturityof more than one year.
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20 | Other assets

in € million
Accruals
Otheritems
Other assets

The otheritems include accounts relatingto paymentand
miscellaneous otherassets. As 0f31 December 2019, other

31.12.2019 31.12.2018
37 23
172 102
209 125

assets intheamountof€ 46 million (31 December 2018:
€ 27 million) have a maturityof more than one year.

21 | Financial liahilities designated at fair value through profit or loss

in € million 31.12.2019 31.12.2018
Issued bonds, subordinated and supple mentary capital 363 570
Issued debt securities and other securitized liabilities 26 57
Subordinated capital 130 131
Short-term notes and non-listed private placements 207 382
Deposits from customers 6 6
Financial liabilities designated at fair value through profit or loss 369 576

The Issued bonds are listed issues. The decrease compared
to the previous yearwas mainly driven by redemptions of
own issues.

Financial liabilities designated atfair value through profit
orlossinclude issuesofthe formerP.S.K. thatare
guaranteed bythe Republic of Austria.

The carrying amount ofthe securities issued by

BAWAG Group and recognized at theirfairvalueas of31
December2019 was € 30 million above their re payment
amount (2018:€ 38 million above the re payment amount).



22 | Financial liabilities held for trading

in € million
Derivatives trading book
Foreign currencyderivatives
Interestrate derivatives
Derivatives banking book
Foreign currencyderivatives
Interestrate derivatives
Financial liabilities held for trading

23 | Financial liahilities measured at amortized cost

in€million

Deposits from credit institutions

Deposits from customers
Savings deposits —fixed interest rates
Savings deposits—variable interest rates
Depositaccounts
Currentaccounts —Retail
Currentaccounts —Corporates
Otherdeposits?

Issued bonds, subordinated and supple mentary capital
Issued debt securities
Subordinated capital
Supplementarycapital
Otherobligations evidenced by paper

Financial liabilities at amortized cost

The issued bondsare mainlylisted securities.

CONSOLIDATED FINANCIAL REPORT

31.12.2019

334

99
235
334

31.12.2019
3,085
30,378
713
6,488
5,905
10,212
4,020
3,040
5,080
4,220
87
413
360
38,543

31.12.2018
51
51
250
88
162
301

31.12.2018
4,281
30,195
882
6,988
5,758
9,375
3,993
3,199
3,849
3,381
87
15
366
38,325

13



134

BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

24 | Issued bonds, subordinated and supplementary capital

Issued bonds, subordinated and supplementary capital are liabilities measured atamortized cost. The total volume
shown inthe category Financial liabilities designated at fair amountsto (IFRS book values):
value through profit orloss and in the category Financial

Recognized atfairvalue Recognized atamortized cost Total
in € million 2019 2018 2019 2018 2019 2018
Issued bonds (own issues) 26 57 4220 3,381 4246 3,438
Subordinated capital 130 131 87 87 217 218
Supplementary capital - - 413 15 413 15
g:sarfetigcne%:eesnf:d unlisted 207 382 360 366 567 748
Total 363 570 5,080 3,849 5,443 4419

The followingtable shows the main conditions ofissued bonds exceedinga nominal value of € 200 million:

Nominalvalue Type of interest

ISIN Type Currency in € million payment Coupon Maturity date
XS1514983689 RMBS GBP 787 Variable 3M LIBOR+0.7% 15.09.2045
XS1298418184 Covered EUR 500 Fixed 0.375% 01.10.2020
XS 1369268534 Covered EUR 500 Fixed 0.375% 23.02.2022
XS1551294926 Covered EUR 500 Fixed 0.750% 18.01.2027
XS52013520023 Covered EUR 500 Fixed 0.625% 19.06.2034
Senior .
%S 2049584084 unsecured EUR 500 Fixed 0.375% 03.09.2027
XS2058855441 Covered EUR 500 Fixed 0.010% 02.10.2029
Fixed until 25 Fixed:2.375%
XS$1968814332 LowerTierll EUR 400 April 2024, variable:2.30% + 26.03.2029
thenvariable EUR by swaprate
XS0987169637 Lower Tier I EUR 300V Fixed 8.125% 30.10.2023



25 | Deposits from customers
The followingtable depicts the breakdown of de posits from customers by product classand segments.

Deposits from customers — breakdown by product class and segments

in €million
Savings deposits
Retail & SME
Corporates & Public
Corporate Center
Other deposits
Retail & SME
Corporates & Public
Treasury
Corporate Center
Deposits from customers

CONSOLIDATED FINANCIAL REPORT

At amortized cost

31.12.2019
7,202
7,197

3

2
23,176
16,518
5,243
911
504
30,378

31.12.2018
7,870
7,864

4

2
22,325
16,340
5921
23

41
30,195
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26 | Liahilities maturities

The followingtables depict a breakdown ofthe financial liabilities (excluding derivatives) by legal maturity.

Financial liahilities — breakdownby remaining period to maturity 2019

31.12.2019

in € million

Liabilities designated at fair value

through profit or loss
Deposits from customers
Bonds
Subordinated capital
Short-term notes and non-listed
private placements

Liabilities at amortized cost
Deposits from customers
Deposits from creditinstitutions
Bonds
Subordinated capital
Supplementary capital
Short-term notes and non-listed
private placements

Total

Repayable
ondemand

25,588
462

26,050

Upto
3 months

240
458

100
799

3 months
up to lyear

16

2,336
263
500

25

74
3,223

1-5 years

96
179

1,632
652
673

62

323
3,626

Overb years

10
18

25

582
1,250
2,272

413

638

5,214

Total

26
130

207

30,378
3,085
3,445

87
413

1,135
38,912



Financial liahilities — breakdownby remaining period to maturity 2018

31.12.2018 Repayable Upto
in €million ondemand 3 months
Liabilities designated at fair value
through profit or loss
Deposits from customers - =
Bonds - 15
Subordinated capital - -
Short-term notes and non-listed
private placements - 27
Liabilities at amortized cost
Deposits from customers 24,161 693
Deposits from creditinstitutions 325 507
Bonds - 20
Subordinated capital - -
Supplementarycapital - 5
Short-term notes and non-listed B 11
private placements
Total 24,486 1,278

27 | Provisions

in € million
Provisions forsocial capital
Thereoffor severance payments
Thereoffor pension provisions
Thereofforjubilee benefits
Anticipated losses from pending business
Credit promises and guarantees
Otheritems includinglegal risks
Provisions

Provisions for social capital are long-term liahilities.
Provisions foranticipated losses from pending business in
the amountof€ 37 million and otherrisks including legal

risks inthe amount of € 24 million are expected to be used

CONSOLIDATED FINANCIAL REPORT

3 months
up to lyear

= = 6
15 12 15
= 98 58
141 168 46
2,511 1,811 1,019
256 1,835 1,358
516 1,164 840
— 87 -
10 = =
56 407 733
3,505 5,582 4,050
31.12.2019

396

95

268

33

37

37

47

480

aftermorethan 12 months.

1-5years Overbyears

Total

57
131

382

30,195
4,281
2,540

87
15

1,207
38,901

31.12.2018

382
93
257
32
88
88
50
465
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Changesin social capital

in € million
Defined benefit obligation as of 01.01.2019
Servicecost
Interestcost
Actuarial gain/loss
from demographic assumptions
from financial assumptions
due to otherreasons, mainly experience
results

Gainfrom settlements
Other
Payments
Paymentsfrom settlements
Changein scope ofconsolidation
Defined benefit obligation as of 31.12.2019
Fairvalue of plan assets
Provisionas of 31.12.2019

in € million
Defined benefit obligation as of 01.01.2018
Servicecost
Interestcost
Actuarial gain/loss
from demographic assumptions
from financial assumptions

due to otherreasons, mainly experience
results

Gain from settlements
Other
Payments
Changeinscopeofconsolidation
Defined benefit obligation as of 31.12.2018
Fairvalue of plan assets
Provisionas of 31.12.2018

On31 December2019, the weighted average duration was
12.24 years (2018:11.88years) for defined benefit
obligationsrelatingto pension plans (excluding

BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

Provisions for
post-
employment
benefits

263
1
4

(16)
4)
12
282
(14)
268

Provisions for
post-
employment
benefits

256

1

4

(42)
42
263

257

Stdwestbank, start:bausparkasse Germany, BFL Leasing,
Health Coevo and Zahnérztekasse) and 11.88 years

Provisions for
severance
payments

93

Provisions for
severance
payments

96
5
2

Provisions for
jubilee benefits

32
1
1

Provisions for
jubilee benefits

29

Total social
capital

388
6
6

32

)

(28)

(4)
12
410

(14)
396

Total social
capital

381
8
6

11
2

©)]

(54)
46
388

(6)
382

(2018:11.47 years)forobligations arising from entitlement
to severance payments.



0On31 December2019, the weighted average duration was
16.26 years (2018:15.81 years) for defined benefit
obligationsrelatingto pension plans of start:bausparkasse
Germany.

On31 December2019, the weighted average duration was
8.60 years (2018:9.16 years) for defined benefit
obligationsrelatingto pension plans of S idwestbank.

On 31 December2019,the weighted average duration was
7.50 years (2018: n/a) for defined benefit obligations
relating to pension plansof BFL Leasing.

CONSOLIDATED FINANCIAL REPORT

0On31 December2019, the weighted average duration was
18.40years (2018: n/a) for defined benefitobligations
relating to pension plansof Health Coevo.

0On31 December2019, the weighted average duration was
16.00years (2018: n/a) for defined benefitobligations
relating to pension plansof Zahnarztekasse.
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Assignable unit-linkedpension fund assets

in € million

Pension fund assets as of 01.01.2019 = 31.12.2018
Additions

Payments

Changesinthe scope of consolidation

Pension fund assets as of 31.12.2019

The fairvalue changes contain expected returnson plan
assets, actuarialgains and losses, contributions by the

The pension fund assets consist of:

in %

Qualified insurance policies
Bonds

Equities

Cashandcash equivalents
Other

Bonds issued by BAWAG P.S.K.amountto0.00% ofplan
assets.

All equity securities and fixed-income bonds have quoted
prices in active markets. All fixed-income investments are
mainlyissued by European entitiesand have an average
rating of A.

The strategic investment policy ofthe pension funds canbe

summarized as follows:

» astrategicasset mixcomprising 59% qualified
insurance policies, 16% government bonds, 11%
corporate bonds, 7% equities and 7% other
investments;

» the weighting ofthe investmentclassesmayvaryfrom

the long-term strategic asset allocation within a defined
range:bonds: 25%-100%, equities: 10%-18%, other

investments: 0%-33%:;

140

2019 2018
6 6
0 0
0 0
8 0
14 6

employer, contributions by plan participants and be nefits
paid.

2019 2018
59% =
27 % 73%
7% 16%
1% 1%
6% 10%

» interest raterisk is monitored and managed through
active duration risk managementofall fixed-income
assets;

» currencyrisk is managed with the objective ofreducing
the risk toa maximum 0f20%.

BAWAG Group expects that paymentsin the amountof
€ 0.5 millionwill haveto be madeto the pension fund
in 2020 (2019: € 0.2 million) forasset purchases.

Sensitivity analysis

Reasonably possible changes toone ofthe relevant
actuarial assumptions on the reporting date, holding other
assumptions constant, would have resulted in the following
defined benefitobligation for pension and severance
payments. The basis forthe calculation is the present value
of the defined benefitobligations asof31 December2019
in the amount of € 377 million (2018: € 356 million):
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Sensitivity analysis as of 31 December 2019

Provisions for post-employment
benefitsand severance payments

Increase of Decrease of
in € million variable variable
Discount rate (1) percentage pointmovement 326 419
Future salary growth (1) percentage point movement 413 329
Attrition (1) percentage pointmovement 356 370
Future mortality (1) percentage point movement (post-employment be nefits only) 273 273

Sensitivity analysis as of 31 December 2018
Provisions for post-employment
benefitsand severance payments

Increase of Decrease of
in € million variable variable
Discount rate (1) percentage pointmovement 317 401
Future salarygrowth (1) percentage point movement 398 318
Attrition (1) percentage point movement 344 356
Future mortality (1) percentage point movement (post-employment benefits only) 262 263
Changesin other provisions

Changein
Ofg'fggig scopeof Added Used Released 313‘;’['2328‘;9
in € million T consolidation e
Other provisions 83 4 19 (11) (11) 84
énhqpated losses from pending 33 B 19 5) (10) 37
usiness
Legalrisks 50 - 0 ®) 0 44
Otheritems - 4 - - (1) 3
Changein ; .
OlBgllaggeIS scopeof Added Used Released 31&;‘;25618
in € million o consolidation e
Other provisions 75 4 21 (9) (8) 83
Anticipated losses from pending
business 20 4 20 (7) (4) 33
Legal risks 55 - 1 2) (4) 50
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28 | Other obligations

in €million 31.12.2019 31.12.2018
Accounts relatingto paymenttransactions 207 237
Lease liabilitiesIFRS 16 253 -
Liabilities resulting from restructuring 96 129
Otherliabilities 252 214
Accruals 31 17
Other obligations 838 597

According to IFRS 16, a lease liability is recognized at the December 2019, otherobligations in the amountof€ 389
commencement ofa lease. The lease liabilityis measured million (31 December 2018:€ 189 million) have a maturity
atthe presentvalue ofthe lease payments. As of31 of more than oneyear.

29 | Hedging derivatives

in €million 31.12.2019 31.12.2018
Hedgingderivatives in fairvalue hedges

Positive market values 380 383

Negative market values 48 45
Hedgingderivatives in cash flow hedges

Positive market values 15 18

Negative market values 68 59
Hedgingderivatives in net investmenthedge

Positive market values 2 -

Negative market values = -
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Fair value hedge

Net bookvalue of
hedginginstruments

Notional ofhedged items

in € million 31.12.2019 31.12.2018 31.12.2019 31.12.2018

Financial assets at fair value

through other comprehensive 2,770 1,967 (11)

income
Securities 2,770 1,967 (11)

Financial instruments

recognized at amortized cost Laa Al 28
Securities 22 - 0
Ownissues 2,603 2,635 99
Savings deposits of customers 92 1914 1
Loansto customers 721 467 (18)
Liabilities to customers 11,804 10,170 255

Total 18,012 17,153 326

Cash flow hedge

CONSOLIDATED FINANCIAL REPORT

Netresult ofhedged item
and hedging instrument re-
cognizedinthe financial year
31.12.2019 31.12.2018

The time periods in which the hedged cash flows are expected to occurand affect profitorlossare:

31.12.2019 N

in € million Within 1 year 1to5years
564 2,303

31.12.2018

in € million Within 1 year 1to5years
669 1,945

Profile ofthe timing ofthe nominal amount ofthe hedginginstrument:

31.12.2019
in € million Within 1 year 1tobyears
542 2,222
31.12.2018 L
in € million Within 1 year 1tob5years
9 22

(6) (0) (0)
(6) ©) ©)
334 7 -
_ 0 _
107 (2)
3 1 (1)
(21) (0) (0)
245 2 3
328 7 (0)
Overbyears Total
608 3,475
Overbyears Total
969 3,583

Overb years Total
588 3,352
Overbyears Total

- 31
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Disclosure according tolFRS 7.24B a)

31.12.2019
in € million
Assets

Financial assets measured at
fairvalue through other
comprehensive income
Interestrate related
Financial assets measured at

amortised cost

Interestraterelated

Liabilities

Financial liabilities measured

atamortised costs

Interestrate related

31.12.2018
in € million
Assets

Financial assets measured at
fairvalue through other
comprehensive income
Interestrate related
Financial assets measured at

amortized cost

Interestraterelated

Liabilities

Financial liabilities measured

atamortized costs

Interestraterelated

Micro hedges

Carrying amount

2,848

823

3,420

Micro hedges

Carrying amount

2,164

543

5,240

Hedge adjustments on
micro hedges
Remaining
adjustmentsfor
discontinued micro
hedges including
hedges ofnet positions

Hedge adjustments
includedinthe
carrying amount of
assets/liabilities

32 0
42 -
116 22

Hedge adjustments on
micro hedges
Remaining
adjustmentsfor
discontinued micro
hedges including
hedges ofnet positions

Hedge adjustments
includedinthe
carrying amount of
assets/liabilities

(3) 0
37 0
114 (4)

Macrohedges

Hedged itemsin
portfolio hedge of
interest raterisk

164

6,131

Macrohedges

Hedged itemsin
portfolio hedge of
interest raterisk

329

9,202



Hedged items in cash flow hedges

31.12.2019
in €million

Foreign exchangerisk

31.12.2018
in €million

Foreign exchange risk

Hedged itemsin net investment hedges

31.12.2019
in € million

Foreign exchangerisk

31.12.2018
in € million

Foreign exchange risk

CONSOLIDATED FINANCIAL REPORT

Changein FVfor

the period used Cashflow hedge Cashflow hedge

; reserve for reserve for
for calculating I .
continuing terminated
hedge hedges hedges
ineffectiveness
10 17 -

Changein FVfor

the period used Cashflow hedge Cashflow hedge

for calculating reserve for reserve for
hedge continuing terminated
ineffectiveness hedges hedges
U 7 -

Changein FVfor
the period used
for calculating

Netinvestment  Netinvestment
hedge reserve for hedge reserve for

tinuing terminated

hedge con

ineffectiveness hedges hedges
2 2 _

Changein FVfor
the period used
for calculating
hedge
ineffectiveness

Netinvestment  Netinvestment
hedge reserve for hedge reserve for
continuing terminated
hedges hedges
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30 | Equity
Share capital

The share capital of BAWAG Group AG was reduced by

€ 10.9 million due to a simplified capital reduction following
the share buyback that was completed by 29 Nove mber
2019. Therefore, the fully paid-in share capital of BAWAG
Group AG amounts to€ 89.1 million (2018: € 100.0
million) divided into 89,142,237 bearer shares
(2018:100,000,000 bearer shares). BAWAG Group AG
holds 1,205,107 own shares (2018: 1,205,107 own
shares),thus the share capital amountsto € 87.9 million
for accounting purposes (2018:€98.8 million). The
numberofbearer shares excluding own sharesis
87,937,130(2018:98,794,893).

Share buyback

0On 25 October2019, BAWAG Group AG published a
voluntary partial tender offer pursuant to Sections4 et seqq
Austrian Takeover Actto repurchase a total ofup to
10,857,763 shares inthe Company. The offer period
endedon 22 November2019. The offer price was € 36.84
pershare.

Up to the end ofthe acceptance period, 31,700,497
shares ofthe Company (ISIN ATOOOOBAWAG2) were
tendered into the offer. This translated into an allocation
ratio ofapproximately 34.25%.

Settlementoccurred on 29 November 2019. Subsequently,
the Companycanceled the 10,857,763 shares.

Authorized capital

Pursuantto Section 5 No 7 ofthe Articlesof Association of
BAWAG Group AG, with the consent ofthe Supervisory
Board, to increase the share capital within five yearsfrom
the date ofthe registration ofthe amendment to the Articles
of Association in the commercial register,also in several
tranchesagainst contributions in cash and/or contributions
in kind by up to € 40 million byissuing up to 40,000,000
new bearershares with no parvalue and to determine the
issue price conditionsin agreementwith the supervisory
board (Authorized Capital 2019).

Conditional capital

In accordance with Section 159 Para 2 no 1 AktG, the
share capital shall be conditionallyincreased by up to

€ 10 million byissuing up to 10,000,000 no-parvalue
bearershares forthe purpose ofissuing themto creditors
of convertible bonds which the Management Board, with
the consent ofthe Supervisory Board, mayissueinthe
future onthe basis ofthe authorization granted at the
Annual General Meetingon 30 April 2019. The conditional
capital increase mayonly be carried outto the extentthat
creditorsofconvertible bondsto be issued make use of
theirconversion and/or subscription rights to shares of
BAWAG Group AG. The amount to be issued and
conversion ratioshall be determined in accordance with
the interestsof BAWAG Group AG, the existing
shareholders and the subscribers ofthe convertible bonds
within the framework ofa customary market pricing
procedure usingrecognized c ustomary market methods
andthe stock exchange price ofthe BAWAG Group AG's
shares. The issue price ofthe new shares may not be less
thanthe proportionate amount ofthe share capital. The
sharestobe issued as partofthe conditional capital
increaseare entitled to dividends tothe same extentas the
existingshares.

Capital reserves and retained earnings

Capital reservesinclude contributions from shareholders
that do not representsubscribed capital. Retained earnings
and otherreservesrepresent accumulated net profit
brought forward as well as income and expense recognized
in othercomprehensive income. Due tothe share buyback
that wascompleted on 29 November 2019, the retained
earnings reserve wasreduced by € 390.0 million,and
amountsto € 2,444 .3 million.

AT1 capital

In April 2018, BAWAG Group issued Additional Tier 1
capitalinthe amount of € 300 million. Based on the
contractual framework theissueis classified asequity in
accordance with IAS 32. Expenses and taxeffectsdirectly
related to theissuanceare subtracted from equity. Coupon
payments arerecognized asdividendsdirectlyin equity.



Dividends

The Managing Board decided to propose tothe General
Meetingthat a dividend ofaround € 230 million (€ 2.61 per
share;based onsharesoutstandingas of31 December
2019) shall be paid forthe financial year 2019 (2018: €
215.2 million;around € 2.18 pershare).

Non-controlling interests

The 97.51% share in BFL Leasing GmbH, the 92.64%
share Morgenstern Miet + Leasing GmbH and the 75%
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share in ACP-IT Finanzierungs GmbH resulted in non-
controllinginterests in the amount of €4 million (2018:€ 1
million; 75% share in ACP-IT Finanzierungs GmbH).

Liability reserve (Haftriicklage)

Creditinstitutionsare required toallocate a liability reserve
(Haftricklage) accordingto section 57 paragraph 5 BWG.
The liabilityreserve may be reversed onlyinsofaras thisis
required to meetobligations pursuantto section 93 BWG or
to coverotherlosses to be reported in the annual financial
statements.
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Changesin other comprehensive income

Debt Debt
instru-  instru-  Shares
ments at ments at and other
Equity
fair value fair value equity Hedge of ttribut
attrout-
through through invest- Change net .
o » able to
Retained Cash flow Actuarial  other other mentsat in credit invest Foreign the
) " hedge gains/ compre- compre- fair value spread of mentin exchange '
earnings . owners of
i reserve losses  hensive hensive through financial foreign differ-
reserve - the
netof tax netof tax income income  other liabilities opera ences arent
net of tax net of tax compre- netof tax tions net (Darirh
ex
excluding  from hensive of tax ;;mm)
equity  equity income -aptte
asso- asso-  net of tax
in € million ciates ciates
Total comprehensive
. 459.1 (9.6) (21.7 399 23 5.7 1.6 2.0 24) 4737
income 2019 O ) (1.6) (24)
Consolidated profit/loss 459.1 - - - - - - - — 4591
Income and expenses
recognized directly in - (9.6) (21.7) 399 23 5.7 (1.6) 20 (24) 14.6
equity
Changeincashflow
- (12.8) = | = — = - (12.8)
hedge reserve
Changeindebt
securitiesatfairvalue - - - 541 - - - - - 541
through other
comprehensive income
Share ofother
comprehensive income
of associates accounted - - - - 23 - - — — 2.3
for using the equity
method
Actuarial gains (losses)
on defined benefit - - (29.4) - - - - - - (29.4)
pension plans
Fairvalue changes of
shares and otherequi
; equity R S D e | - | 7z
investments at fair value
through other
comprehensive income
Changein credit spread = — = = = - (2.1) - - (2.1)
of financial liabilities
Hedge ofnet
investmentin foreign = — = = = = - 2.0 - 2.0
operations
Foreign exchange
. - - - - - - - - (24) (24
differences @) @)
Incometaxes - 3.2 7.7 (14.2) - (19 0.5 - - 47

Non-
controll-

ing
interests

0.2
0.2

Equity
including
non-
controll-

ing
interests

473.9
459.3

14.6

(12.8)

54.1

2.3

(29.4)

76

(2.1)

20

(2.4)
4.7)



in€million
Total comprehensive
income 2018
Consolidated profit/loss
Income and expenses
recognized directly in
equity
Changeincashflow
hedge reserve
Changeindebt
securitiesat fairvalue
through other
comprehensive
income
Share ofother
comprehensive
income ofassociates
accounted forusing
the equitymethod
Actuarial gains (losses)
on defined benefit
pension plans
Fairvalue changes of
shares and other
equityinvestments at
fairvalue through
othercomprehensive
income
Changein credit
spread offinancial
liabilities
Foreign exchange
differences
Incometaxes

Retained
earnings

reserve

436.5
436.5

Cash flow

reserve net

of tax

(10.5)

(10.5)

(13.9)

3.4
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Debt

Debt
instruments S
instruments
at fair value other ec .
at fair value Change in
through r % ents it
through credi
Actuarial other = at fair value
other spread of
gains/losses comprehen- through
i A __comprehen- L financial
net of tax sive income other differences
sive income liabilities net
net of tax comprehen .
net of tax of tax
excluding sive income
i fromequity . .
equity net of tax
associates
associates
(5.1) (58.3) (0.9) (7.1) 6.2 (0.1)
(5.1) (58.3) (0.9) (7.1) 6.2 (0.1)
- (785) - = - -
- - (09 - - -
(6.8) - - - - -
— - - 92 - -
— — — — 83 —
= = = = = (0.1)
1.7 20.2 - 21 (21 -

Equity

attributable

to the

owners of

the parent

(exAT1

capital)

360.7
436.5

(75.8)

(13.9)

(78.5)

(0.9)

(6.8)

(9.2)

8.3

(0.1)
2583

Non

controlling

nterests

Equity
including
non-
controlling

interests

360.7
436.5

(75.8)

(13.9)

(78.5)

(0.9)

(6.8)

(9.2)

8.3

(0.1)
2583
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Deferred incometaxes recognized in Other comprehensive income

in € million

Cash flow hedge reserve

Actuarial gains (losses) on defined benefit pension plans
Debtinstruments atfairvalue through other comprehensive income
netoftaxexcludingequityassociates

Debtinstruments atfairvalue through other comprehensive income
netoftaxfrom equityassociates

Shares and otherequityinvestments at fair value through other
comprehensive income net oftax

Changein credit spread offinancial liabilities netoftax

Hedge ofnetinvestmentin foreign operations netoftax

Foreign exchange differences

Income and expenses recognized directly in equity

in € million

Cash flow hedge reserve

Actuarial gains (losses) on defined benefit pension plans
Debtinstruments atfairvalue through other comprehensive income
net oftaxexcluding equity associates

Debtinstruments atfairvalue through other comprehensive income
net oftaxfrom equityassociates

Shares and otherequityinvestments at fair value through other
comprehensive income net oftax

Changein credit spread offinancial liahilities netoftax

Foreign exchange differences

Income and expenses recognized directly in equity

Before
taxes

(12.8)
(29.4)
54.1

2.3

76

(2.1)
20
(2.4)
19.3

Before
taxes

(13.9)
(6.8)
(78.5)

(0.9)

(9.2)

83
(0.1)
(101.1)

Income taxes

01.01.-31.12.2019
3.2
7.7

(14.2)

(1.9)
0.5

(4.7

Incometaxes

01.01.-31.12.2018
3.4
1.7

20.2

2.1
(2.1)

253

After
taxes

(9.6)
(21.7)
39.9

2.3

5.7

(1.6)
20
(2.4)
14.6

After
taxes

(10.5)
(5.1)
(58.3)

(0.9)

(7.1)

6.2
(0.1)
(75.8)



SEGMENT REPORTING

This information is based on the Group structure asof
31 December2019.

The segment reporting presents the results ofthe operating
businesssegments of BAWAG Group. The following
segmentinformation is based on IFRS 8 Operating
Segments, which follows the managementapproach. In this,
the segmentinformation is pre pared based onthe internal
reportsused bythe Managing Boardto assessthe
performance ofthe segmentsand to make decisionson
allocating resources tothe segments.

The breakdown ofthe netinterest income and itsallocation
to the segments inthe management reportis based onthe
principles ofthe marketinterest rate method, alsotaking
into account allocated liquidity costs and premiums.
According tothis method, it is assumed that asset and
liabilityitems are refinanced by means ofmoneyand
capital markettransactions with corresponding maturities,
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andthat there is therefore no interestraterisk. The interest
rate risk is managed activelythrough asset and liability
management,and therelated results are reported in the
Corporate Center. The remaining earnings componentsand
the directlyallocable costs are assigned to the respective
business units based on wheretheyare incurred. The
overhead costsand planned depreciations are assigned to
the individual segmentsaccording toan allocation factor.
Regulatorycharges and corporate taxare allocated based
onrelevantinput parameters.

As of January 2019, certain changesin the internal
business segment reportingwere made to better reflect the
developments and our progressin the individual business
segments going forward. The segment re portingwas
adjusted aswell. The prioryear’sfigures have been
adjusted accordingly. Asummary ofthe major changesand
rationale is provided below:

Old reporting
BAWAG P-S .K. Retail

easygroup
Stdwestbank

DACH Corporates &
Public Sector

International Business
Sudwestbank

Treasury Services &
Markets

Corporate Center

New reporting

Retail & SME

Corporates & Public

Treasury

Corporate Center

Changes

The new segmentRetail & SME bundlesour Retail & SME
business from the segments BAWAG P.S K. Retail (excluding
MidCaps) and easygroup. Additionally, S ildwestbank segment was
splitinto two parts, ofwhich the retail partis now included in this
segment.

The new segmentbundlesour businesswith corporate clients
from the segments DACH Corporates & Public Sector (including
MidCaps)and International Business. Additionally, the
Sudwestbank segment was split into two parts, ofwhich the
corporate business part is nowincluded in this segment.

unchanged

unchanged

In addition to the new segmentation, the total regulatory
chargeswere transferred to the businesssegmentsand the
taxrate of25% was applied forthe business segments, the
delta is shown in Corporate Center.

As of March 2019, Retail & SME includes Zahnérztekasse
AG. This acquisition wasclosed in March 2019.

As of June 2019, Retail & SME includes Health Coevo AG
and BFL Leasing GmbH. These acquisitions were closed in
May2019.

BAWAG Group is managed in accordance with the following
four businessand reporting segments:

» Retail & SME - includes savings, payment, card and
lending activities, investmentand insurance services for
ourdomestic private customers, small business lending
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and oursocial housingactivities aswell as own issues
covered with retail assets and Wohnbaubank bonds. It
also includesourdirectbanking subsidiary easybank
with a full online product offering, e.g. savings,
payments, card and lendingactivities for privateand
small business customers, alongwith our auto, mobile
and real estate leasing platforms, building society loans
and savingsin Austria and Germany. The privateand
small business activities (including Qlick) of
Sudwestbankand thefactoring business in Germany
and Switzerland are also included in this segment. It
also includes lending portfoliosto our international retail
borrowers, including own issuescovered withan
international mortgage portfolio.

Corporates & Public — includeslendingactivities to
international corporates aswell as international real
estatefinancingactivities. It also includes our corporate,
mid-cap and public lending businessand otherfee-
driven financial services for mainly Austrian and German

customers. Own issues covered with corporate or public
assets areincluded in this segmentas well.

» Treasury — includesanytreasuryactivities associated
with providingtrading and investment services such as
certain asset-liability management transactions
(including secured and unsecured funding) and the
investment resultsofthe portfolio offinancial securities
of BAWAG Group.

» Corporate Center —includes unallocated items related to
support functions forthe entire Bank, accounting
positions (e.g. market values ofderivatives), tangible
and intangible assets as well as selected results related
to subsidiaryand participation holdings and
reconciliation positions.

Oursegments are fullyaligned with our business strategy
aswellas ourobijective of providing transparent re porting of
our business units and Bank-wide results while minimizing
the financial impactwithin the Corporate Center.
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The segments in detail:

510€1n?illion Retail & SME CO@SSES& Treasury ngﬁge Total
Netinterestincome 626.0 249.1 43.7 (39.8) 879.0
Net fee and commission income 2422 43.0 0.4 (2.1) 283.5
Core revenues 868.3 292.1 44.1 (42.0) 1,162.5
Gains and losses on financial instruments 0.1 0.2 100.7 (30.3) 70.7
Otheroperatingincome and expenses 24 0.0 0.0 49 7.3
Operating income 870.8 2923 144.8 (67.4) 1,240.5
Operating expenses (372.9) (100.1) (32.0) (24.7) (529.7)
Regulatory charges (27.0) (10.0) (5.4) 0.0 (42.4)
Total risk costs (76.3) 7.6 1.7 (2.3) (69.3)
Share ofthe profi.t orloss ofgssociates B B B 50 50
accounted for using the equity method ‘ ’
Profit before tax 394.6 189.8 109.3 (89.4) 604.3
Incometaxes (98.6) (47.5) (27.3) 28.4 (145.0)
Profit after tax 295.9 1424 82.1 (61.1) 459.3
Non-controlling interests - - = (0.2) (0.2)
Net profit 295.9 1424 82.1 (61.3) 459.1
Business volumes

Assets 18,155 13,141 10,074 4,292 45,662
Liabilities 28,097 7,118 4,483 5,964 45,662

Risk-weighted assets 8,623 7,932 1,616 2,214 20,385

o1
w
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ﬁ]0€1r§illion Retail & SME CO"ESSSS& Treasury ngige Total
Netinterestincome 5754 2504 48.1 (33.4) 840.5
Net fee and commission income 236.1 48.6 0.6 (2.5) 282.8
Core revenues 811.5 299.0 48.7 (35.9) 1,123.3
Gains and losses on financial instruments 16.7 10.7 27.6 (35.5) 195
Otheroperatingincome and expenses 19 0.0 0.0 26.0 279
Operating income 830.0 309.8 76.3 (45.4) 1,170.7
Operating expenses (350.9) (120.0) (31.5) (15.5) (517.9)
Regulatory charges (26.0) (8.9) (5.2) 0.0 (40.1)
Total risk costs (62.3) 17.8 0.2 (0.8) (45.1)
Share ofthe profi.t orloss ofgssociates B B _ 51 51
accounted for using the equity method ’ ’
Profit before tax 390.9 198.7 39.8 (56.7) 572.7
Incometaxes (97.7) (49.7) (10.0) 212 (136.2)
Profit after tax 293.2 149.0 29.8 (35.5) 436.5
Non-controlling interests - - - 0.0 0.0
Net profit 293.2 149.0 29.8 (35.5) 436.5
Business volumes

Assets 16,905 14,167 10,192 3,434 44,698
Liabilities 27,058 9,438 2,460 5,742 44,698
Risk-weighted assets 7,617 9,429 1,703 1,716 20,465
As the internal and external re porting of BAWAG Group is profit orloss. Therefore, no separate reconciliation column
fully harmonized, the total of re portable segments’ isshowninthe segment tables.

measures of profit orloss do not differfrom the Bank’s
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Geographical split

The tables below show a geographical splitofthe business
segments based on therisk-related assignment of
individual customers to a country. Customer groups are not
aggregated and assigned to a single country (i.e.the
countryofthe parentcompany) but allocated to their

respective countries on a single entity level.

2019
in € million
DACH
thereof Austria
thereof Germany/CH
Western Europe/USA
Total

2018
in € million
DACH
thereof Austria
thereof Germany/CH
Western Europe/USA
Total

Retail & SME

8214
7139
107.5

469
868.3

Retail & SME

761.3
706.1
55.2
50.2
811.5

Corporates &

Public
128.4
80.7
47.7
163.7
292.1

Corporates &

Public
159.3
86.7
72.6
139.7
299.0
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Treasury

18.2
151

3.2
259
44.1

Treasury

229
225

0.4
258
48.7

Corporate
Center

(43.1)

(45.5)
24
1.1

(42.0)

Corporate
Center

(35.9)
(37.3)
14
0.0
(35.9)

As an Austrian bank, BAWAG Group generates 66% ofits
core revenues in Austria. The business is focused on the
DACH region, supported by German and Swiss subsidiaries
and corporate business.

The followingtablesshow core revenues per segment and
geography:

Total

924.9
764.2
160.8
237.6
1,162.5

Total

907.6
778.0
1296
215.7
1,123.3
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The segmentresult can be reconciled with the Profitor Loss Statementas follows:

in € million
Otheroperatingincome and expenses accordingto segment report

Regulatorycharges
Other operating income and expenses according to Consolidated Profit or Loss

Statement

in € million

Operating expensesaccording to segment report

Regulatorycharges

Operating expenses according to Consolidated Profit or Loss Statement

2019
7.3
(38.2)

(31.0)

2019
(529.7)
(4.1)
(533.8)

2018
279
(36.1)

(8.2)

2018
(517.9)
(4.0)
(521.8)



CAPITALMANAGEMENT

The capital managementof BAWAG Groupis based on own
funds as defined bythe CRR (Capital Requirements
Regulation) and the corresponding national regulations
(Basel 3 Pillar 1) and the economic capital management
approach (Basel 3 Pillar 2) related to the Internal Capital
Adequacy Assessment Process (ICAAP).

The Group employs a centralized capital management
process. The main responsibilities ofthis function areto
continuously monitor the developmentofthe Group’s
business,to analyze changesin its risk -weighted assets
andto reconcile those with the available regulatoryown
funds orthe ICAAP limit and utilizations for each segment.

BAWAG Group managesits capital position based on a fully
loaded CRR environment and therefore withoutthe benefit
of anytransitional rules regarding capital components and
the calculation of risk -weighted assets. The capital
management function is fullyintegrated intothe Group’s
business planning process to ensure thatthe regulatory
requirements aswell as thetarget capital ratioare complied
with throughout the planning horizon. Besides regulatory
capital management, economic capital limitsaligned with
the businessplanareassigned to the business segments
as partofthe ICAAP process.

The Capital Management Team gives recommendations to
the Managing Board of BAWAG Group for strengthening
and optimizing the own funds position when necessaryand
reports tothe Bank’s Enterprise Risk Meeting once a
month.

The ICAAP is modeled takingintoaccountthe Group’s
business and risk profile and is an integral part ofthe
planningand the control system. Inthe course ofthe

CONSOLIDATED FINANCIAL REPORT

ICAAP, the risk-bearing capacityofthe Groupis ensured
and the efficientuse ofcapital for risk coverage monitored.
In addition, stresstests complement the steering process.

As partofthe SREP, minimum regulatory capital
requirements aswell as a Pillar 2 capital guidance are set
for BAWAG Group. In addition to the minimum capital ratios
required bythe regulators, BAWAG Group definesearly
warningand recovery levelsin BAWAG Group’s recovery
planand the corresponding processes. The recoveryand
warning levels referto liquidityas well as toregulatoryand
economic capital figures. The recovery plan was prepared
within the framework of the BaSAG (Bundesgesetz Gber die
Sanierung und Abwicklungvon Banken, the Austrian
Banking Resolution and Recovery Act).

BAWAG Group constantly monitors its compliance with the
warningand recovery levelsand therefore atthe sametime
with the stipulated own funds ratios on the basis ofthe
notifications sent to Oesterreichische Nationalbank (the
Austrian national bank) and on the basis of current
business developments.

Additionally, the Capital Management Team tracks all
regulatorychangesin its field of responsibility,e.g. MREL
orBasel IVN.The impact ofthe regulatorychangesis
estimated and the expected effects on the capital position
of the Bank are presented to the respective division heads
and board members. Expected future regulatory
requirements (e.g. MREL and leverage ratio requirements)
are proactivelyintegrated into the capital management
process. This is intended to ensure thatthe Bank adaptsits
capital management proceduresto the new prudential
requirementintime.
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Regulatoryreportingon a consolidated basis is performed
onthe level of BAWAG Group as the EU parent financial
holding companyofthe group of credit institutions.

The following table shows the breakdown of own funds of

BAWAG Group applyingtransitional rules and its own funds

in € million

Share capital and reserves (including funds for general banking risk)

Deduction ofintangible assets
Othercomprehensive income
IRB risk provision shortfalls

requirementas of31 December2019and 31 December
2018 pursuantto CRR applying IFRS figures and the CRR
scope ofconsolidation. For further details regarding the
2019 share buyback, please referto Note 30 Equity.

BAWAG Group

Prudent valuation,cumulative gains dueto changesin own credit risk on fair valued

liabilities, prudential filter for unrealized gains, cash flow hedge reserve
Deferred taxassets that relyon future profitability excludingthose arising from

temporarydifferences

Excess ofdeduction from AT1 items over AT1 capital
Common Equity Tier |

Capital instruments eligible as additional Tier 1 capital
IRB risk provision shortfalls

Deduction ofintangible assets

Excess ofdeduction from AT1 items over AT1 capital
Additional Tier |

Tier |

Supplementaryand subordinated debt capital

Tier Il capital in grandfathering

Excess IRBrisk provisions

Less significant investments, IRB risk provision shortfalls
Tier 11

Own funds

In March 2019, BAWAG Group issued a bond with a
notional value of € 400 million, which fulfillsthe criteria for
eligibilityas T2 capital (XS1968814332). T2 capital was
reduced in 2018 due to the buyback ofa T2 capital issue
with a notional of € 300 million (XS0987169637), ofwhich

31.12.2019 31.12.2018
3,382 3,636
(491) 427)
(123) (153)

(71) (34)
12 0

4) (49)
2,705 2,974
300 300
300 300
3,005 3,274
484 9
3 6

0 4
(24) (33)
463 73
3,468 3,347

€ 268.3 million have been bought back. Forthe part not
repurchased, an application for re-eligibilitywas submitted
tothe ECB and was approved bythe supervisory authority
on 3 April 2019.
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Capital requirements (risk-weighted assets) based on a transitional basis

in € million

Credit risk

Market risk

Operational risk

Capital requirements (risk-weighted assets)

Supplemental information on a fully loaded basis

Common Equity Tier 1 capital ratio based on total risk
Total capital ratio based on total risk

Key figures according to CRR including its transitional rules

Common Equity Tier 1 capital ratio based on total risk
Total capital ratio based on total risk

During the financial year 2019, BAWAG Group always
complied with the regulatory capital requirement imposed

BAWAG Group
31.12.2019 31.12.2018
18,258 18,601
0 b1
1,983 1,821
20,241 20,473
BAWAG Group
31.12.2019 31.12.2018
13.3% 145%
17.0% 16.3%

BAWAG Group

31.12.2019 31.12.2018
13.4% 14.5%
17.1% 16.4%

by the SREP 0f10.44 % or11.44 % including Pillar-2-
Guidance.
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FURTHER DISCLOSURES REQUIRED BY IFRS

31 | Fair value

The following tables depict a comparison ofthe carryingamounts and fairvalues for selected items on the Statement of
Financial Position.

Carrying amount Fairvalue Carrying amount Fairvalue
in €million 31.12.2019 31.12.2019 31.12.2018 31.12.2018
Assets
Cashreserves 1,424 1,424 1,069 1,069
Financial assets designated atfairvalue through 100 100 114 114

profitorloss
Loansto customers 100 100 114 114
Financial assets mandatorilyat fair value through

profit or loss 640 640 390 390
Loansto customers 325 325 176 176
Securities 239 239 169 169
Subsidiaries and other equity investments 76 76 45 45

Financial assets at fair value through other

comprehensive income i Sl Sl S0 ot
Debt instruments 3,425 3,425 2,804 2,804
Subsidiaries and other equity investments 206 206 235 235

Financial assets held fortrading 353 353 351 351

At amortized cost 37,556 37,834 38,334 38,596
Customers 30,467 30,736 30,482 30,704
Credit institutions 5,720 5,722 4340 4,338
Securities 1,369 1,376 3,512 3,554

Valuation adjustment on interest rate risk hedged

portfolios 5 2 1 1

Hedgingderivatives 397 397 401 401

Property, plantand equipment 396 n/a 116 n/a

Investment properties 311 311 118 121

Intangible non-current assets 569 n/a 505 n/a

Otherassets 280 n/a 260 n/a

Total assets 45,662 44,698
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in €million

Equity and liabilities

Financial liabilities designated atfairvalue

through profit orloss
Issued debt securities and other securitized
liabilities
Subordinated and supplementary capital
Deposits from customers

Financial liabilities held fortrading

Financial liabilities at amortized cost
Deposits from creditinstitutions
Deposits from customers
Issued bonds, subordinated and
supplementary capital

Financial liabilities associated with transferred

assets

Valuation adjustment on interest rate risk hedged

portfolios

Hedgingderivatives

Provisions

Otherobligations

Equity

Non-controlling interests

Total liabilities and equity

The fairvalues ofinvestment properties were determined
by external property valuers having appropriate recognized

Carrying amount
31.12.2019

369

233

130

6

334
38,543
3,085
30,378

5,080
729

337

116
480
926

3,824
4
45,662

professional qualifications and recent experience in the

location and category of property being valued. The
carrying amount ofotherassets and other obligations is a

Fairvalue
31.12.2019

369

233

130

6

334
38,621
3,104
30,419

5,098
729

337

116
n/a
n/a
n/a
n/a

in the nearfuture.

Carrying amount
31.12.2018

576

439

131

6

301
38,325
4,281
30,195

3,849
150

156

104
465
616
4,004
1
44,698
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Fairvalue
31.12.2018

576

439

131

6

301
38,336
4,300
30,172

3,864
150

156

104
n/a
n/a
n/a
n/a

reasonable approximation offairvalue. Therefore,
information onthefairvalue ofthese itemsis not shown.

BAWAG Group doesnotintend to sell orderecognize
significant investments in equity held atthe reporting date
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Fair value hierarchy

The followingtable depicts an analysisofthe fairvaluesof
financial instrumentsand investment properties on the
basis ofthe fairvalue hierarchyin IFRS 13. The breakdown
consists ofthe following groups:

» Level 1: The value offinancial instrumentsis measured
using a quoted price withoutadjustment. This includes
governmentbonds, bonds with quoted prices and
exchange-traded derivatives.

» Level 2: If no current, liquid market values are available,
generallyaccepted, standard state-of-the-art methods of
measurementare used. This applies to the category
liabilities evidenced by paper (issued by BAWAG Group),
and, in individual cases, other currentfinancial assets in
the Bank’strading portfoliowhere the valuation of plain
vanilla securities was performed on the basis ofthe yield
curve plusthe currentcreditspread. The valueis
measured using input factors (defaultrates, costs,
liguidity, volatility, interestrates, etc.) to derive values
from quoted prices(Level 1). This pertains to pricesthat
are calculated usinginternal models or using valuation
methods,aswellas toexternal price quotes for
securitiesthat aretraded on marketswith limited
liguidityand that are demonstrably based on observable
market prices.

This categoryincludes the majorityofthe OTC derivative
contracts, corporate bondsand other bonds forwhich
no quoted priceis available,as well asthe majority of
the Group’s own issues thatare recognized at their fair
values.

Forcustomer receivables accounted forat fairvalue,
modelingtechniques following industry standard models
are applied, forexample discounted cash flow analysis
and standard option pricing models. Market parameters
suchas interestrates, FXratesorvolatilities are used as
input to the valuation models to determinefairvalue.
The discountcurves used to determinethe pure time
value ofmoneycontain onlyinstruments that assume no
oronlylow defaultrisk,such as swap rates. S pread
curves thatreflect therefinancing costs ofthe respective
borrowerare either derived from outstanding funding
instruments, distinguished by seniority (senior
unsecured, subordinated, collateralized funding), or
benchmarkyield curves (e.g.indices).

Linear derivative financial instruments containing no
optional components (such as interest rate swaps,
currencyforwards and futures) were also measured
using a presentvalue technique (discounting of future
cashflows applyingthe currentswap curve, derivatives
with counterparties with a Credit Support Annex[CSA]
agreementare discounted bythe OIS/EONIAcurve).

Optional instruments were measured using option price
models such as Black-Scholes (swaptions, caps, floors),
Bachelier (caps, floors and swaptions in currencies with
negative interest rates), Garman-Kohlhagen (currency
options) orthe Hull-White model (swaps with multiple
cancellation rights), which were implemented and
applied consistentlyin the front office systems.

The basic parameterson which the models are based
(yield curves, volatilities and exchangerates) are input
into the system by the MarketRisk unitindependently of
the Treasurydepartments, which ensures the se paration
of front office functions from back office processing and
control.

Formore complexderivatives that are held for hedging
purposes and thatare concluded backto back, external
valuations are obtained bythe Market Risk unitand
input into the systems for correct processing.

Standard providerssuch as Bloomberg and Markitare
used to evaluate the spreads ofissued securities
recognized atfairvalue through profit orloss. A senior
unsecured spread curve andan LT2 spread curve are
calculated based on the term structure ofthe Austrian
bankingsectorcurve and the quotes ofthe international
BAWAG P.S K.issues. Forcovered issues, the spread
curve is derived directlyfrom the quotes of several
BAWAG P.S .K.benchmark bonds. The securities prices
for BAWAG P.S K.issues arethen calculated by
discountingthe swap curve adapted bythe spread.

In 2019, the portion ofchangein fairvalues ofsecurities
issued by BAWAG Group accounted forsolely by
changes inthe Group’s credit spreads was minus€ 1.1
million (plus€ 8.9 millionas of31 December2018).
Thisis defined as the product ofthe credit spread base
point value with the respective spread change,
supplemented by the pull-to-pareffect. As 0f31
December2019,the cumulative fair value change



resulting from changesin the Group’s credit rating
amounted tominus € 1.6 million (€0.5millionas of31
December2018).

A one basis point narrowing ofthe credit spread is
expected to change theirvaluation by minus € 0.1 million
(minus €0.1 millionas of31 December 2018).

The cumulative fairvalue change ofreceivables recognized
atfairvalue through profit orloss that wasrecognized due
to changes in creditspreads amounted to minus €0.0
millionasof31 December2019 (minus€ 0.5 millionas of
31 December2018)and is calculated as the changein the
spread between the government yield curve and the swap
curve during the observed period. The respective annual
fairvalue change amounted to minus € 2.9 million (minus
€ 4.3 millionasof31 December2018).

A one basis point narrowing ofthe credit spread is
expected to change their valuation by plus € 0.06 million
(plus € 0.07 millionas of31 December2018).
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» Level 3: The measurementis based on unobservable

input factors thathave a material influence on the market
value. This pertains primarilyto illiquid funds of
Sudwestbankas wellasown issues of BAWAG P.S K.
Wohnbaubank, IMMO-BANK and S tidwestbank. Loans
andreceivables and financial liabilities measured at
amortized costare valued usingthe discounted cash flow
method using a spread-adjusted swap curve. This also
pertains to stakes in non-consolidated subsidiaries that
are classified as mandatorilyat fair value through profitor
loss oratfairvalue through other comprehensive
income.

Forthe determination ofthe credit value adjustment for
the creditrisk of OTC derivatives, netting effectsat the
customer level within transactions ofthe same kind and
currencyare taken into account.
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31.12.2019
in € million
Assets
Financial assets designated atfairvalue through
profitorloss
Financial assets mandatorilyat fair value through
profitorloss
Financial assets at fair value through other
comprehensive income
Debt instruments
Subsidiaries and other equity investments
Financial assets held fortrading
At amortized cost
Valuation adjustment on interest rate risk hedged
portfolios
Hedging derivatives
Investment properties
Total assets
Liabilities
Financial liabilities designated atfairvalue
through profit orloss
Issued debt securities and other securitized
liabilities
Subordinated and supplementary capital
Deposits from customers
Financial liabilities held for trading
Financial liabilities at amortized cost
Financial liabilities associated with transferred
assets
Valuation adjustment on interest rate risk hedged
portfolios
Hedgingderivatives
Total liabilities

BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

Levell

29

3,492

3,366
126

180

Level 2

100

100

58
58

353
5,606

397

6,619

174

38
130

334
6,637

729

337

116
8,327

Level 3

511

81

80

32,048

311
32,951

195

195

32,179

Total

100
640

3,631

3,425
206
353

37,834

397
311
43,271

369

233
130

334
38,621

729

337

116
40,506
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.31'12.'2.018 Level 1 Level 2 Level 3 Total
in €million
Assets
FlnalnC|a|assets designated atfairvalue through B 114 B 114
profitorloss
Fi ial t datorilyat fairvalue th h
|nalnC|a assets mandatorilyat fair value throug 54 110 206 390
profitorloss
Financial ass.etslatfa|rvaluethrough other 2819 129 91 3,039
comprehensive income
Debt instruments 2,674 129 1 2,804
Subsidiaries and other equity investments 145 - 90 235
Financial assets held fortrading - 351 - 351
At amortized cost 2,246 5,174 31,176 38,596
Valuation adjustment on interest rate risk hedged B 1 B 1
portfolios
Hedging derivatives - 401 - 401
Investment properties - - 121 121
Total assets 5,119 6,280 31,614 43,013
Liabilities
Financial liabilities designated atfairvalue
: - 316 260 576
through profit orloss
I.ssu.e.cll debt securities and other securitized B 179 260 439
liabilities
Subordinated and supplementary capital - 131 - 131
Deposits from customers - 6 - 6
Financial liabilities held for trading - 301 - 301
Financial liabilities at amortized cost - 6,138 32,198 38,336
Financial liabilities associated with transferred B 150 B 150
assets
Valuati djust t on interest rate risk hedged
alua |lor1a justment oninterest rate risk hedge B 156 B 156
portfolios
Hedging derivatives - 104 - 104
Total liabilities - 7,165 32,458 39,623

BAWAG Group recognizestransfers between levels as ofthe end ofthe reporting period during which the transfer has
occurred.

Movements hetween Level 1 and Level 2

In 2019, securities at fair value through other value through other comprehensive income with a book
comprehensive income with a book value of € 0 million value of€ 68 million (2018: €0 million) were moved from
(2018:€ 69 million)were moved from Level 1to Level 2 Level2to Level 1 due toa moreliquid market.

due to subsequentilliquid market prices. Securitiesat fair
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Movementsin Level3 Financial Instruments Measured at Fair Value
The changes in financial instruments accounted forat fairvalue in the Level 3 categorywere as follows:

Financialassets at fairvalue through
othercomprehensive income

: . Financial
I,E;nmadnaif!iilsaste;rassetsdesignated ‘ Subsidiaries‘amd Financial
atfairvalue Debtinstruments  otherequity . i
value through through profitor investments liabilities

in € million profitor loss loss
Opening balance as of
01.01.2019 g - : “l e
Valuation gains (losses) in
profitorloss

for assetsheldatthe end

of the period @ B ¢ o ©)

for assetsno longerheld at 5 B 0 B _

the end ofthe period
Valuation gains (losses) in
othercomprehensive income

for assetsheldatthe end

of the period B - 0 0 2

for assetsno longerheld at

the end ofthe period B B B B B
Purchases/Additions 569 - 0 31 -
Redemptions (273) = 0 - (61)
Sales (42) - - 9) =
Foreign exchange differences 0 - - (1) -
Changein scope of
consolidation a a a 2 a
Correction ofeditorial error 33 - = (33) =
Transfers into oroutofother
levels - - a - a
Closing balance as of
31.12.2019 Ll - 1 . =
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in € million
Opening balance as of
01.01.2018
Valuation gains (losses) in
profitorloss
for assetsheld atthe end
of the period
for assetsno longerheld at
the end ofthe period
Valuation gains (losses) in
othercomprehensive income
for assetsheld atthe end
of the period
for assetsno longerheld at
the end ofthe period
Purchases/Additions
Redemptions
Sales
Foreign exchange differences
Changeinscopeof
consolidation
Transfers into oroutofother
levels
Closing balance as of
31.12.2018

Financial assets

mandatorilyat fair
value through
profitorloss

295

g8
(72)
(38)

226

Financial
assets designated
atfairvalue
through profit or
loss
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Financial assets at fairvalue through

othercomprehensive income

Subsidiaries and

Debtinstruments  otherequity

investments
1 54
O —
O —
0 0
0 36
O —
- 0
- 0
- 0
1 90

Financial
liabilities

363

(10)

260
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Valuation (including the parameterization of observable
input factors) is performed by a market-independent back
office division within the risk group on a monthly basis.
Changesthat have occurred are verified, as faras possible,
by comparing themto referencesobservable on the
market.

Quantitative and qualitative information regarding t he valuation
of Level 3 financial instruments

The main unobservable input factorforown issues of
BAWAG P.S.K.Wohnbaubank and IMMO-BANKis the
spread premiumonthe swap curve, which is used to
determine therisk-adjusted discountcurve. Subsequently,
the fairvalue is calculated by discounting the future cash
flows with the risk-adjusted discountcurve. The gross
spread premium forown issues of BAWAG P.S .K.
Wohnbaubankis currently 100 basis points

(31 December2018: 100 basis points) forall maturities
(mid).Forissues ofIMMO-BANK, the spreadsdepend on
the seniorityofthe bond and the maturity.

In general,the mentioned input parameter is dependenton
the general market developmentofcredit spreadswithin
the bankingsectorand in detail on the credit rating
development ofthe housing banks, with spread increases
having a positive effect.

In general, the discounted cash flow method (DCF) is used
to determinethe fairvaluesofloans. Caps,floors orsimple
call options, ifexisting, are measured using the Bachelier
model. The discountfactor used in the DCF consists of
various parameters:the funding curve (derived froma peer
group of European bankswith the same rating as BAWAG
P.S .K.)and a customer-specific credit spread curve
(derived from the CDS or CDS Markit Sector curve,
dependingonavailability; for retailand SME from an
internally derived default probability), which is adjusted by
the respective collateral ratio.

ForSudwestbank funds that could not be sold intime for
the published net assetvalues,a discountis appliedasan
input factorwhich is notdirectly observable, taking the
expected selling priceintoaccount. The fairvalue is
subsequently calculated as the difference between the net
assetvalues and this liquidity discount. The funds are
reported under Financial assets mandatorilyat fair value
through profit orloss.

The fairvalue ofnon-traded investment funds is based on
fairvalue quotes provided bythe fund manager.

Forrealestate investment funds, the underlying
investments areappraised atleast annuallybyan
independentappraiser engaged by the fund manager; Net
Asset Value (NAV)is determined atleast quarterly. The Net
Asset Value ofthe investment fund correspondsto the
excessofthe value ofthe investment fund’s assetsoverthe
value ofits liabilities.

Funds investinginloan portfolios are valued byan

inde pendentexternal valuation agent based ona
discounted cash flow methodology that uses proprietary
default and prepayment models to derive expected cash
flows, which are discounted at a market rate. The model
utilizes credit and performance aswell as macroeconomic
indicators to forecast cash flows for each loan pool
segmented by origination, vintage, sub-grade and term. Net
assetvalueis calculated ona monthly basis.

The fund’s financial statements are prepared according to
local GAAP and an independent auditor conducts the
annual audit forthe funds, providingassurance on the
accuracyofthe above.

The dividend discount and discounted earnings method is
appliedtoa significantpart ofthe investments in equity
instruments. Asmaller portion is valued based on external
price indications and pro-rata equity.

Sensitivity analysis of fair value measurement from changesin
unohservable parameters

If the value offinancial instrumentsis dependent on
unobservable input parameters, the precise level forthese
parameters can be drawn from a range ofreasonably
possible alternatives. Financial liabilities in Level 3thatare
measured at fairvalue through profit orloss relate to own
issues of BAWAG P.S.K.Wohnbaubankand IMMO-BANK.
BAWAG Group had Level 3 financial assets recognized at
theirfairvalue inthe amountof€ 592 millionas of31
December2019 (31 December2018: €317 million).

If the creditspread used in calculatingthefairvalue ofown
issues increased by 20 basis points, the accumulated
valuationresultas of31 December 2019 would have
increased by€ 0.5 million (31 December2018:€0.8
million). If the creditspread used in calculating the fair
value ofownissuesdecreased by 20 basis points, the



accumulated valuation resultas 0f31 December2019
would have decreased by € 0.5 million (31 December
2018:€ 0.8 million).

The cumulative fairvalue change ofreceivables recognized
atfairvalue through profit orloss that was recognized due
to changes in creditspreads amounted to plus € 1.6 million
asof31 December2019 (31 December2018:plus€1.2
million)and is calculated as the change in the spread
between the government yield curve and the swap curve
during the observed period. The respective annual fair
value change amounted to plus € 0.4 million (31
December2018: plus € 1.3 million).

A one basis point narrowing ofthe credit spread is
expected to change their valuation by plus € 0.07 million
(31 December2018: plus €0.09 million).

If the creditspread used in calculatingthefairvalue of
loans increased by 100 basis points, the accumulated
valuationresultas of31 December 2019 would have
decreased by € 7.6 million (31 December2018:€7.5
million). If the creditspread used in calculatingthe fair
value ofloans decreased by 100 basis points, the
accumulated valuation resultas of31 December 2019
would have increased by € 8.5 million

(31 December2018:€8.2 million).

If the liquidity discount of Stidwestbank funds is increased
by 10 percentage points, the valuation result asof31
December 2019 would have decreased by€ 1.9 million
(31 December2018: € 2.0 million). If the liquidity discount
of Stdwestbank funds is decreased by

10 percentage points, the valuation resultas of31
December 2019 would have increased by € 1.9 million (31
December2018: € 2.0 million).

Forthe valuation ofa part ofthe investmentsin equity
instruments, the main input parameters are the discount
factor,dividend income orearnings as well as (possibly)
necessary capital measures. If the discount rate for
investments in equityinstruments is decreased by 100
basis points, the fairvalue would increase by € 7.0 million
(thereof€5.0 million FVTOCland € 2.0 million FVTPL) (31
December2018:€ 7.0 million;thereof€4.7 million
FVTOCland €2.3 million FVTPL), whereas ifthe discount
rate is increased by 100 basis points, the fairvalue would
decrease by€ 5.2 million (thereof € 3.7 million FVTOCl and
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€ 1.5 million FVTPL) (31 December2018: €5.2 million;
thereof € 3.5 million FVTOCland € 1.7 million FVTPL). If
changes individend income or net profit where applicable
rose by 20%, the fairvalue ofthose assetswould rise by

€ 1.3 million (thereof€ 1.0 million FVTOCland €0.3
million FVTPL) (31 December 2018: € 1.6 million; thereof
€ 1.3 million FVTOCland € 0.3 million FVTPL);ifchanges
in dividend income or net profit where applicable declined
by 20%, the fairvalue would decrease by € 1.2 million
(thereof€0.9 million FVTOCland € 0.3 million FVTPL) (31
December2018: 1.5 million; thereof€ 1.2 million FVTOCI
and € 0.3 million FVTPL).

A part ofthe investments in equity instruments is valued
based on external price indications. Ifthese indications
were 10% lower, the fairvalue ofthis portion would
decrease by € 9.7 million (thereof€ 5.1 million FVTOCland
€ 4.6 million FVTPL) (31 December 2018: €6.7 million,
thereof€ 5.4 million FVTOCland € 1.3 million FVTPL). If
these indications were 10% higher, the fair value ofthis
portion would increase by€ 9.7 million (thereof€5.1
million FVTOCland € 4.6 million FVTPL) (31 December
2018:€ 6.7 million; thereof€5.4 million FVTOCland €1.3
million FVTPL).

The smallestportionis valued based on pro-rataequity. If
the equitywas 10% lower, this would result in a decrease
of € 0.9 million (thereof € 0.3 million FVTOCland €0.6
million FVTPL) (31 December2018: € 1.1 million; thereof
€ 0.8 million FVTOCland € 0.3 million FVTPL), whereas if
the equitywas 10% higher, there would be anincrease of
€ 0.9 million (thereof € 0.3 million FVTOCland € 0.6
million FVTPL) (31 December 2018:€ 1.1 million; thereof
€ 0.8 million FVTOCland € 0.3 million FVTPL).

The fairvalue oftwo non-traded inve stment funds is based
onfairvalue quotes provided bythe fund manager. One fund
has, based on the current portfolio allocation, an expected
interestrate sensitivity of approximately minus € 1.2 million if
ratesrise by 100 bp and a creditspread sensitivity of minus
€ 1.4 millionifcredit spreadswiden by 100bp (and vice
versa). Forthe other fund the following applies: ifthe fair
value indicated increased by 10%, the Group would
recognize a gain of € 10.0 millionin profitorloss. Ifthe fair
value indicated decreased by 10%, the Groupwould
recognize a loss of € 10.0 millionin profitor loss.
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32 | Treatment of day one gain

IFRS 9.B5.1.2A states that the fairvalue on initial
recognition will normally be equal to the transaction price.
If the entitydetermines that the fairvalue oninitial
recognition differs from the transaction price and this fair
value measurementis not evidenced bya valuation
techniguethat usesonlydata from observable markets, the
carrying amount ofthe financial instrument on initial
recognition is adjusted. If the fairvalue ofa loan portfolio
differs from the transaction price, the initial recognition
must be based onthefairvalue but will be adjusted forany
dayone profit orloss; this will eventuallylead to a book
value ofthe loan portfolio thatequals the transaction price.

In the caseofthe acquisition ofthree loan portfolios,
market interestrateson the transaction date were lower
thanwhen prices were negotiated. Inall three cases, the
sellerwanted to exitthe respective business. Therefore, the
transaction pricesin these cases did notrepresent the fair
value ofthe loans. The initial recognition is based on the
fairvalue ofthe acquired loansand receivables determined
through a DCF method taking into consideration market
conditionson the purchase date. Because the fairvalue

in € million

Balance at the beginning of the period

New transactions

Amounts recognized in profit orlossduring the period
FX effects

Balance at the end of the period

33 | Receivables fromand payablestosubsidiaries and associates

BAWAG Group’s receivables from and payablesto non-
consolidated subsidiaries and associates were as shown

andthereforethe dayone gainis neitherevidenced bya
quoted price nor based on a valuation technique thatuses
onlydata from observable markets, the dayone gain must
not be realized on dayone but must be accrued and the
difference subsequently recognized as a gain orloss onlyto
the extentthatitarises from a change ina factor (including
time) that market participantswould consider in setting a
price.IFRS 9 does not state how to subsequently measure
this difference.

IFRS does not provide guidance on the presentation ofthe
amortization ofdayone profits. As the dayone profitwill be
amortized on a systematic basis, BAWAG Group is ofthe
view that thisregularamortization income s similarto
interestincome. From an economic point of view, BAWAG
Groupearns a higher margin on the loans acquired.
Consequently, BAWAG Group presents the systematic
amortization ofdayone profits in the lineitem Interest
income.

The following differences will be recognized inincome in
subsequent years:

31.12.2019 31.12.2018
55 70
= 7
(19) (22)
0 0
36 55

below. Business relationships with these entities were
subject to normal bankingtermsand conditions.



Receivahles fromand payables tosubsidiaries

in € million

Receivables from customers
Receivables from subsidiaries
Deposits from customers
Payables to subsidiaries

Interestincome from business with subsidiaries in 2019
totaled €3 million (2018:€ 1 million) and interest expense
€ 2 million (2018: € 1 million).

Receivables fromand payables toassociates

in € million

Receivables from customers
Securities

Receivables from associates
Deposits from customers
Payables to associates

34 | Related parties
Owners of BAWAG Group AG

The shares of BAWAG Group AG were admitted for trading on
the Vienna Stock Exchange asof25 October 2017 (firstday
oftrading). Pursuant to the major holdings notifications
received by BAWAG Group AG, (i) several fundsand accounts
under management by or whose holdingsin BAWAG Group
AG are subjecttoan investment managementagreement with
Golden Tree Asset ManagementLP held 21.8%, (ii) funds
and accounts under management by T.Rowe Price Group,
Inc.and itsaffiliates held 5.6% and (iii) fundsand accounts
under management by Wellington Management Group LLP
and its affiliatesheld 4.9% per 31 December 2019.

Major non-fully consolidated subsidiaries, joint ventures and
equity investments of BAWAG PS.K.

BAWAG P.S.K. Versicherung AG
BAWAG Group indirectlyholds25% plusone share of

BAWAG P.S K. Versicherung AG, Vienna. The majority ofthis
companyis owned by Generali Group. BAWAG P.S .K.
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31.12.2019 31.12.2018
28 32
28 32
4 9
4 9
31.12.2019 31.12.2018
37 77
24 22
61 99
20 21
20 21

Versicherung AG is accounted for using the equity method
in BAWAG Group’saccounts. The businessdealings
between BAWAG Group and BAWAG P.S K. Versicherung
AG coverinsurance products, all of which are offered at
standard market terms. The business relations between
BAWAG Group and Generaliare governed by contracts with
standard market terms, including a cooperation agreement,
a licenseagreement, a commission agreement and others.

PSA Payment Services Austria GmbH

BAWAG Group holds20.82% in PSA Payment Services
Austria GmbH. PSAis owned by several Austrian banksand
banking groupsandis engaged inthe sericeand
organization of ATM card business. PSAis accounted for
using the equity methodin BAWAG Group’s accounts.

Other subsidiaries

Pleasereferto Note 49 fora list ofall non-consolidated
subsidiaries.
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Transactions withrelated parties

The followingtable shows transactionswith related parties (dataincluded in Statement of Financial Positionas at 31
December2019; P&L dataare forthe fullyear 2019 and thusinclude associates of former shareholders until their de -
investment from BAWAG Group). There have been no related partytransactions with entities with joint control of, or
significant influence over, the entity (thus no further contribution to profit or loss from transactions with related parties)
since 1 December2019.

Entities with
Parent joint com.ro\ of, Subsidiaries : Other
- or significant =) Associates  Jointventures o
31.12.2019 company influence over, not consolidated companies
in € million the entity
Receivables —customers - - 38 1 73 -
Unutilised credit lines - - 4 22 33 -
Securities - - - 24 - -
Otherassets (incl. derivatives) - - 6 - - -
Financial liabilities —customers - - 5 90 1 0
Other liahbilities (incl. derivatives) = = = 0 - -
Guarantees provided - - - - 1 -
Interestincome?) - 32.7 0.9 0.3 0.2 -
Interestexpense - 5.1 0.0 15 0.0 0.0
Net fee and commission income - - 0.0 8.2 0.0 0.0
1) Gross income; hedging costs not offset
Entities with

Parent joint conl_ro\o[. Subsidiaries, ) ‘ Other
31.12.2018 company m()f\ruszwz‘llzavztr not consolidated Associates  Jointventures companies
in € million the entity
Receivables —customers - 957 35 1 77 -
Unutilised credit lines - 294 4 1 33 -
Securities - 35 - 22 - -
Otherassets (incl. derivatives) = = 5 - - -
Financial liabilities —customers - 0 9 99 1 0
Otherliabilities (incl. derivatives) - = - 1 - -
Guarantees provided - - 0 - 1 -
Interestincome!) - 25.8 0.7 0.3 0.3 0.0
Interestexpense - 6.8 0.1 15 0.0 0.0
Net fee and commission income - - 0.0 9.6 0.0 0.0
1) Gross income; hedging costs not offset
Consultancyfeesto entitieswith joint control of, or A loanloss provision of €4 million was recognized in 2019
significant influence over, the entityamounted to for one loan where related parties have been involved.

€ 0.0 millionin 2019 (2018:€ 0.0 million).
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Information regarding natural persons
Key management

Keymanagement of BAWAG Group refers tothe members
of the Managing Board and the Supervisory Board of
BAWAG Group AG and BAWAG P.S .K. AG. Total personnel
expenses forthe key managementamountto € 21.5 million
(2018:€ 28.8 million).

Expensesforremuneration (includingaccrued and
deferred bonuses and paymentsto the pension fund)
relating toactive membersofthe Managing Board of
BAWAG Group AG and BAWAG P.S.K.AG during the
financial yearamounted to € 19.8 million (2018:€27.1
million). These expenses consistofshort-term benefitsin
the amountof€ 16.6 million, long-term bonus benefits in
the amountof€ 0.0 million and payments to the pension
fund inthe amount of € 3.2 million (2018: short-term
benefits€ 17.3 million, long-term bonus benefits € 6.6
million and payments to the pension fund € 3.2 million).
Expensesforremuneration in 2019 for former members of
the Managing Board amounted to € 0.0 million (2018: €
0.0 million).

As of 31 December 2019, contractual agreements
governing the paymentofcontributionsto pension funds
were inforce forall Managing Board members.

No bonus awards were awarded and recognized for 2019
for the Managing Board (2018: €6.6 million). The
Management Board haswaived potential bonuses for2019
to address the currentmacroeconomic environment and
accelerate the continued transformation ofthe Group.
Underconsideration ofthe regulatory principles, a long-
term incentive program was implemented in 2017, among
others, forthe Managing Board. The long-term incentive
programis awarded 50% in shares and 50% in phantom
shares oroptionally 100% in shares of BAWAG Group AG
underthe precondition oflong-term corporate success.

As ofthe reporting date, there was one outstandingloanto a
member ofthe Managing Board in the amount of€ 2.0
million (2018:€ 0.1 million). In addition,anamount of€ 1.0
million has beendrawnunder creditlines in theamountof€
3.4 million (2018:anamountof€ 0.2 millionhad been
drawn undera credit linein theamount of€ 0.8 million).
Loans, building society loans and leasing financing to
membersofthe Supervisory Board totaled € 0.0 million
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(2018:€ 0.0 million). Repayments of loans granted to
executives and stafftook place as contractually agreed.

Furthermore, Managing Board and S upervisory Board
members made no use ofcurrentaccountlimits

(2018:€ 0.0 million) as ofthe reportingdate. Turnoveron
credit cardsguaranteed to third parties by the Bank that
belongto Managing Board members amounted to € 0.0
millionin December 2019 (2018:€ 0.0 million). Turnover
on guaranteed credit cards that belongto membersofthe
Supervisory Board amounted to € 0.0 million in December
2019 (2018:€ 0.0 million).

The remuneration scheme for Supervisory Board members
approved atthe Annual General Meeting stipulatesthat the
Chairman ofthe Supervisory Board shall receive € 300,000
percalendaryear,the Deputy Chairmen shall receive

€ 225,000 percalendaryearand the membersofthe
Supervisory Board selected at the Annual General Meeting
shalleachreceive € 150,000 percalendaryear. The
Chairperson ofthe Auditand Compliance Committee
receives € 35,000 and the compensation for chairinga
committee otherthan the Audit and Compliance Committee
is € 25,000. The (ordinary) seat ina committee is
compensated with € 20,000.

Remuneration of membersofthe Supervisory Board of
BAWAG P.S.K.AG amountedto € 1.2 millionin 2019
(2018:€ 1.2 million). Works Council delegates to the
Supervisory Board do notreceive anyincremental
remuneration. Remuneration of members ofthe
Supervisory Board of BAWAG Group AG amounted to
€ 0.4 million (2018:€ 0.4 million).

There were no consulting expenses in 2019 and 2018.

Pension payments toformer membersofthe Managing
Board andtheirsurviving dependents cameto € 1.5 million
(2018:€ 1.5 million).

Expendituresforseverance payforformer members ofthe
Managing Board came to € 0.0 million (2018:€0.0
million).

Long-term incentive program
BAWAG Group established a long-term incentive program
(LTIP)forthe membersofthe Managing Board and key

seniorleaders as well as certain advisors. The LTIP is
intended to closelyalign the interests ofthe participants
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withthose ofthe shareholders. This shall be achieved by
granting the bonus and part ofthe advisoryfees in the form
of sharesin BAWAG Group AG to the participantsbased on
the fulfillment of certain conditions. The LTIP represented
initiallyan equity-settled share-based transaction only
whichisaccounted forinaccordancewith IFRS 2.

The shareswere granted in early 2018 by BAWAG Group,
basedonanassessment ofthe individual's performance in
2017 (and earlieryears).

Vesting of 75% ofthe shares ofeach participant depends
ona performancetargetbased on average pre-tax EPS for
2018-2020, which will be evaluated inearly2021. Based
onthe achieved average pre-tax EPS of BAWAG Group,
between 0% and 100% ofthose shareswill be attributed
(“part 1”). Forpart 1, vesting onlydepends on the
achieved pre-tax EPS with no additional service condition.

For25% of the shares ofeach participant,thereis a
service condition (“part2”): Those shares mayonlyvestin
2022 and 2023 if the participant keepsworking for the
Group until 31 March 2021. This partis lost ifthe
participantterminates the employmentpriorto 31 March
2021 himselforis dismissed priorto a vesting date. Based
on Austrian labor law requirements, a pro rata allocation of
non-vested parts ofthe LTIP shall take placefor “good
leavers.”

Afterthe regulatory required deferral period (including
limitations todividend payments), a retention period ofone
yearis foreseen. Formembersofthe Managing Board, the
retention period for 50% ofthe shares will be set until the
end ofthe mandate.

Grantedaso0f31.12.2019
Thereofawarded in part 1 ofthe LTIP program

After fulfillment ofthe vesting conditions, the LTIP
participants are entitied tothe sharesin BAWAG Group
without providinganyconsideration in cash for the
acquisition ofthe shares.

0On 29 April 2019, the supervisory board of BAWAG Group
decided to modifythe LTIP program. The prior
arrangement defined a 100% share settlement. According
to the new arrangement, 50% ofthe bonus award will still
be settled in shares whereas for 50% ofthe bonus award
the beneficiaries may choose between settlement ofthe
rewardsin cashorsettlementin shares. The cash payment
willdepend onthe fairvalue ofthe shares of BAWAG Group
(phantom shares). Vesting and market conditionsremain
unchanged.

As 50% of the awards now contain a cash settlement
alternative, these 50% qualifyas a cash settled share-
based payment. Consequently, BAWAG Group recognizeda
liabilityto settle in cash atthe modification date, based on
the fairvalue ofthe sharesat the modification date to the
extent to which the specified services have been received.
The initial recognition ofthis liabilitywas P &L neutral,
leadingto a reduction of capital reserves inthe amountof
€ 249 million.

The program includes a “net settlement feature” enabling
BAWAG Groupto withhold the numberofshares necessary
to paythe taxobligation (unlessthe participant pays the
necessaryamount to the employer). The following shares
were awarded in 2018. No furthershares were awarded in
2019:

FairValueing  airvalueper

Numberofshares ) share as of
miltion 31.12.2019
1,318,498 53.5 40.60
988,873 40.1 40.60
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The followingtable shows an overview ofthe shares awarded per group of beneficiaries:

Number of shares

Group of beneficiaries the LTIP program
Membersofthe Managing

Board ofthe company

Anas Abuzaakouk 169,880 56,626
Stefan Barth 60,497 20,166
David O’Leary 108,395 36,131
SatShah 136,979 45,660
EnverSirucic 60,497 20,166
Andrew Wise 124,573 41,524
Seniorleadershipteamofthe
companyand itspsubsidiaries 519,358 106,455
Othershare based payment 8,695 2,898
Total 988,874 329,624
Valuation

BAWAG Group usedthefairvalue ofthe equityinstruments
granted to measurethefairvalue ofthe services received
from its employees.

The fairvalue ofthe equityinstrumentsat the grant date
was based onthe observable market price of BAWAG
Group AG shares. No adjustmentforexpected dividends
and dividend restrictions were incorporated into the
measurementoffairvalue.

Forpart 1 ofthe LTIP program, marketand non-vesting
conditionsare taken intoaccount by estimating the
probabilityofachievingthe earnings per sharetarget. This
probabilitywas estimated to be 100%.

Serviceconditionsas agreed in part 2 ofthe LTIP program
are nottakenintoaccount when measuringthe grantdate
fairvalue ofequityinstruments. Instead, those are taken
into account by adjusting the number ofequity instruments
included inthe measurement ofthe transaction. BAWAG
Group expects thatall participants will satisfy the service
condition.

Accounting for cancellations
If a grantofequityinstruments (equity settled share-based

payment)is cancelled or settled during the period between
granting and vesting, the cancellation or settlement is

Number of sha
awarded in part 1 of awarded in part 2 of
the LTIP program

Maximum number Minimum number of Number of shares
ofsharestobe sharesto be actualy actually allocated on
actually allocated allocated Grantdate

res

226,506
80,663
144,526
182,639
80,663
166,097

425,810

11,594
1,318,498

accounted foras anacceleration ofvesting,and the
amount that otherwise would have been recognized for
services received over the remainder ofthe vesting period
isimmediately recognized in profit orloss. Any payment
made to theemployee on the cancellation or settlement of
the grantis accounted foras a deduction from equity. If the
paymentexceeds thefairvalue ofthe equityinstruments
granted, measured at the repurchase date, the exceeding
amountis recognized as an expense.

If parts ofthe modified partofthe LTIP (cash settled share-
based payment) are cancelled or settled during the vesting
period, the cancellation or settlementis alsoaccounted for
as anacceleration ofvesting,and the amount that
otherwise would have been recognized for services
received over the remainder ofthe vesting period is
immediately recognized in profit orloss. The liability is then
remeasured atthe current fairvalue on the reporting date
takingintoaccount all effectsfrom cancellationsand
settlementsthrough profitorloss.

Amounts recognized in the financial statements

The services received in an equity-settled share-based
paymenttransaction are recognized asthe services are
received, with a corresponding increase in equity.

Forthe modified part ofthe LTIP program (which now
classifies ascash settled), the grantdate fairvalue ofthe
shares granted continuesto be recognized asa share-
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based paymentcostas ifno modification had occurred.

The expenseis credited partiallyto the liabilityand partially
to equity. The amount credited to the liability is the amount

that equalsthe annual proportion ofthe fairvalue ofthe
liabilityat the date of modification, without takinginto
accountanysubsequent changes inthe value ofthe
liability. The remainderis credited to equity. In a second

step, the liabilityis remeasured based on the current share
price ofthe instruments granted with all changes in the fair

value recognized in profit orloss.

Forpart 1 ofthe LTIP program,thereis no service period
attached to theawards and the expense is recognized
immediately.

Forpart 2, costs arerecognized overthe vesting period
using a straight-line method following the modified grant-
date method. Accordingto thismethod, the fairvalue ofthe
equityinstrumentsis measured atthe grant date, with
some true-up forinstrumentsthat do notvest. Pro-rata
expensewas recognized in the financial statementsfor
awardsrelatingto part 2 ofthe LTIP programas these
relateto the service periods 2018t02021.

The followingamounts have been recognized in the Profitor Loss Statementfor the period:

in € million 2019 2018
Expensesforequity settled share based payments 4.1 4.0
Thereofrelating to
Membersofthe Managing Board ofthe company 2.6 24
Membersofthe Managing Board ofa subsidiary 0.0 0.0
Seniorleadership team ofthe companyand its subsidiaries 14 14
Other 0.1 0.2
in € million 2019 2018
Expenses/income from cash settled share based payments (2.7) =
Thereofrelating to
Membersofthe Managing Board ofthe company 1.2 -
Membersofthe Managing Board ofa subsidiary 0.0 -
Seniorleadership team ofthe companyand its subsidiaries (2.0) =
Other (1.9) =

Annual Bonus Program

Annual Bonus Awards are granted to selected employees

and Managing Board Members. The bonus ofthis group is
based ontheannual resultand defined external targets. If

the individual bonus exceeds a certain limit, 50% (previous
year:50%) of the bonus is paid in cash and 50% (previous

year:50%)in the form of BAWAG Group AG shares (until
2018) respective phantom shares (since 2019). Shares
thatare actuallyallocated tothe beneficiaries are share-

based payments settled in equityinstruments (until 2018)

respective settled in cash (since 2019). The shares of

BAWAG Group AG were acquired by BAWAG Group AG on
the Vienna Stock Exchange.In 2019, no sharesof BAWAG

Group AG were granted toemployees ofthe Group forthe
services rendered in 2018 (2018: 55,025 sharesforthe
services rendered in 2017). Ofthe shares granted in 2018,
22,600 shares with a purchase value of€ 0.9 million were
transferred tothe employee trustee alreadyin 2018. There
were no transfers tothe employee trustee in 2019.

The share bonus for 2019 benefits was not formally
communicated to the selected employees. All expected
bonus allocations for these employees that are granted for
services rendered in 2019 weretaken into account inthe
consolidated financial statements as of31 December2019
by recognition ofa provision.



Employee participation

In 2018, anemployee participation program was adopted.

Underthis program, all employees of BAWAG Groupin
Austria who did not participate inthe LTIP received 23

shares of BAWAG Group AG. A total 0f57,293 shares with

a purchasevalueof€ 2.2 million were transferred to the

employeesof BAWAG Group.

in € million

Current accountdeposits
Savings deposits

Loans

Building savings deposits
Leasing

Securities
Interestincome
Interestexpense

Number of shares
Shares of BAWAG Group AG

Keymanagement of
the entityorits parent
31.12.2019

0.0
0.0

Keymanagement of
the entityorits parent
31.12.2019

111,923

CONSOLIDATED FINANCIAL REPORT

Business relations with related party individuals

The following breakdowns depictthe business relations
with related individualsand their family members. All
business is conducted atstandard industryand group
terms foremployees or at standard market terms.

Other Keymanagement of Other
related parties  the entityorits parent related parties
31.12.2019 31.12.2018 31.12.2018

4 6 4

3 0 )

6 0 6

= - 0

0 - 0

0 0 0

0.1 0.0 0.1

0.0 0.0 0.0
Other Keymanagement of Other

related parties  the entityorits parent related parties
31.12.2019 31.12.2018 31.12.2018

3,073 46,923 1,530
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35 | Major changes in the Group’s holdings
Acquisition of Zahndrztekasse AG

On1 March 2019, the Group acquired 99.632% ofthe
shares of Zahnarztekasse AG, after receiving all the
relevantapprovals.

Zahnarztekasse AG operates in Switzerland in the city of
Wadenswiland is a financial services providerin the health
sectorand with around 900 dental practices ascustomers,
it has become the market leader in the Swiss dental
factoringsegment. Its customized and modular based
services combined with an efficientIT infrastructure
relieves medical practice teams ofadministrative tasks and
secures theliquidity ofits clients. Together with the newly
acquired Health Coevo AG, the entitiescomplement
BAWAG Group’s business model by providinga bolt-on
opportunityforretailand SME business growth in Germany
aswellas expansion into Switzerland.

The initial purchase price was a fixed amountof€49.3
million. BAWAG Group was able to buysome minority
holdings and now owns 99.99% ofthe outstanding share
capital.

in € million
Financial assets at amortized cost
Customers
Creditinstitutions
Property, plantand equipment
Intangible non-current assets
Otherassets

Financial liabilities at amortized cost
Customers

Provisions

Taxliabilities for current taxes

Taxliabilities for deferred taxes

Otherobligations

Total identifiable net assets acquired

Total consideration transferred
Goodwill

Togetherwith the acquisition of EOS Health
Honorarmanagement AG (renamed to Health Coevo AG as
of 1 July 2019), the Group incurred acquisition-related
costsof€0.6 millioninconsulting fees. These costs were
included inthe line item Other operating expenses.

The non-controllinginterest in the acquisition amounted to
€ 0.1 millionasofthe acquisition date.

The goodwill arising from the acquisition is mainly
attributable tothe marketleading position ofthe company
in the Swissdental factoringsegment and the bolt-on
opportunity it provides for business expansion into
Switzerland.

The following table compares the recognized amount of
assets and liabilities at the date ofacquisition with the total
consideration transferred:

2019
50
41

12

26
26

NN~ W

30

50
20



The valuation techniques used for measuringthe fairvalue
of material assetsacquired were asfollows:

Intangible assets

BAWAG Group has recognized customer relationships and
a brand name asseparately identifiable intangible assets.

Customer relationships

Valuation method MPEEM

Income/expenses

Term of model 9 years
Costofcapital 9.02%
Fairvalue €5.4 million
Financial assets

Group-wide valuation methodologiesand standardsare
applied. Depending on the information available for the
determination ofthe fairvalues, different approaches are
chosen.

Forfinancial instruments where the fairvalue cannot be
determined directly by reference to market-observable
information (Level 3), a discounted cash flow model is
used. The valuation is based on expected future cash
flows. Different parametersare used forthe discounting of
these expected cash flows, which can either be derived
from marketdata orfrom internal information ofthe
acquired company (e.g.expected creditlosses). The
discount rates thatare then used forvaluationsare
basicallycomposed ofa risk-free yield curve, refinancing
costs, counterparty credit risk premiums and capital costs.
In addition, a residual spread component is calculated to
calibrate the applied discountspreads to current market
observed transactions (e.g. new business margins that
reflect current fair value spreads).

Due to the short-term nature ofthe factoringreceivables
(45 days), creditriskand interestraterisks onlyhave an
immaterial impact on thefairvalue ofreceivables as
compared totheirinitial value. Therefore, the acquired
financial assets from customersin the amountof
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The valuation was carried out with the assistance ofan
external advisor using state-of-the-artvaluation models.
Customerrelationships were valued using a multi-period
excessearnings method (MPEEM). The valuation ofthe
brand Zahnérztekasse AG is based on a brand equity
approach. The following table summarizes the main
assumptions:

Brand name

Brand equityapproach

Derived from BAWAG Group’s business plan assumptions taking observable parameters ofthe
peergroupintoaccount

indefinite
10.29%
€5.9 million

€ 41 million represent the fairvalue as of the acquisition
date.Additionally, financial assets from creditinstitutionsin
the amountof€9 million were acquired. The total financial
assets comprise gross amounts of € 51 million, ofwhich

€ 1 million wasexpected to be uncollectable at the date of
acquisition.

Forthe period from 1 March2019to 31 December 2019,
Zahnérztekasse AG contributed core revenues (net interest
income and net commission income) of € 10.5 millionand
a profit of € 2.5 million to the consolidated financial
statements. If the acquisition had occurred on 1 January
2019, managementestimates that Zahnérztekasse AG
would have contributed core revenues of€ 12.6 million and
consolidated profit of € 3.1 million. In determiningthese
amounts, management assumed that the provisionally
determined fairvalue adjustments that arose on the date of
acquisition would have been the sameifthe acquisition
hadoccurred on 1January2019.

Acquisition of EOS Health Honorarmanagement AG

On1 May2019,the Group acquired 100% ofthe shares of
EOS Health Honorarmanagement AG, afterreceivingall the
relevantapprovals.On 1 July 2019, EOS Health
HonorarmanagementAG was renamed to Health Coevo
AG.
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Health Coevo AG is located in Hamburg and has a branch
in Berlin. Health Coevo AG is a provideroffinancialand IT
services forthe health market. With more than 2,000
customers, itis one ofthe market leaders in German dental
factoring. Sinceits establishment in 2005, the company
has evolved froma factoring start-up toan independent
company providing financial and technology services.
Togetherwith Zahnarztekasse AG, the entitiescomplement
BAWAG Group’s business model by providinga bolt-on
opportunityforretailand SME business growth in Germany
aswellas expansion into Switzerland.

Health Coevo AG was acquired foranamount of
€ 24.8 million.

in € million
Financial assets at amortized cost
Customers
Credit institutions
Property, plantand equipment
Intangible non-current assets
Otherassets

Financial liabilities at amortized cost
Customers
Others
Provisions
Taxliabilities for deferred taxes
Otherobligations

Total identifiable net assets acquired

Total consideration transferred
Goodwill

The goodwill arising from the acquisition is mainly
attributable tothe marketleading position ofthe company
in the German dental factoring segment and the bolt-on
opportunity it provides for retailand SME business growth
in Germany.

The following table compares the recognized amount of
assets and liahilities at the date ofacquisition with the total
consideration transferred:

2019
114
107
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The valuation techniques used for measuringthe fairvalue
of material assetsand liabilities acquired were as follows:

Intangible assets

BAWAG Group has recognized customer relationships and
a brand name asseparately identifiable intangible assets.

Customer relationships

Valuation method MPEEM

Income/expenses

Term of model 8 years
Costofcapital 9.16%
Fairvalue € 2.1 million

Financial assets and liabilities

Group-wide valuation methodologiesand standardsare
applied formeasuringthefairvalue of material assets
acquired. Dependingon theinformation available forthe
determination ofthe fairvalues, different approaches are
chosen.

Forfinancial instrumentswhere the fair value cannot be
determined directly by reference to market-observable
information (Level 3), a discounted cash flow model is
used. The valuation is based on expected future cash
flows. Different parametersare used forthe discounting of
these expected cash flows, which can either be derived
from marketdata orfrom internal information ofthe
acquired company (e.g. expected creditlosses). The
discount rates thatare then used forvaluationsare
basicallycomposed ofa risk-free yield curve, refinancing
costs, counterparty credit risk premiums and capital costs.
In addition, a residual spread component is calculated to
calibrate the applied discountspreads to current market
observed transactions (e.g. new business margins that
reflect current fair value spreads).

Due to the short-term nature ofthe factoringreceivables
(average maturity 38 days), credit riskand interest rate

risks onlyhave an immaterial impact on the fairvalue of
receivables as compared to theirinitial value. Therefore,
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The valuation was carried out with the assistance ofan
external advisor using state-of-the-artvaluation models.
Customerrelationships were valued using a multi-period
excessearnings method (MPEEM). The valuation ofthe
brand Health Coevo AG is based ona brand equity
approach. The following table summarizesthe main
assumptions:

Brand name

Brand equityapproach

Derived fromBAWAG Group’s business plan assumptions taking observable parameters ofthe

peergroupintoaccount
indefinite
10.44%
€ 2.3 million

the acquired financial assets from customers in the amount
of € 107 million represent the fairvalue asofthe
acquisition date. Additionally, financial assets from credit
institutions inthe amount of € 7 million were acquired. The
total financial assets comprise grossamounts of

€ 116 million, ofwhich € 2 million was expected to be
uncollectable atthe date ofacquisition.

Refinancingliabilities ofthe companyto theirformerowner
were redeemed before maturity shortlyafter closingand
were therefore valued attheir re payment price.

Forthe period from 1 May2019to 31 December 2019,
Health Coevo AG contributed core revenues (net interest
income and net commission income) of € 15.9 millionand
aloss of€ 2.3 million (due to one-offeffects stemming
from integration intothe Group) to the consolidated
financial statements. If the acquisition had occurred on 1
January2019, management estimates that Health Coevo
AG would have contributed core revenues of€ 23.9 million
and consolidated loss of € 1.9 million. In determiningthese
amounts, management assumed that the provisionally
determined fairvalue adjustments that arose on the date of
acquisition would have been the sameifthe acquisition
hadoccurred on 1 January2019.
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Acquisition of BFL Leasing GmbH

On2 May2019,the Group acquired 100% ofthe shares of
BFL Leasing GmbH, afterreceiving all the relevant
approvals.

BFL Leasing GmbH, headquartered in Eschbornnear
Frankfurt, Gemrmany, is a specialistfinancing provider offering
technologyand equipmentleasing products and services.
With itssales partners, BFL Leasing GmbH offers financing
solutions for hardware andsoftware, projectsincluding
software, licensesandservicesin the IT sector, office
technology as well asinformation and communication
technology. The company complements BAWAG Group’s
business model with its unique distribution model while
providing a bolt-onopportunity for leasing growth in
Germany.

in € million

Financial assets at amortized cost
Customers
Creditinstitutions

Intangible non-current assets

Statutorytaxassets

Deferred taxassets

Otherassets

Financial liabilities at amortized cost
Customers
Others

Provisions

Otherobligations

Total identifiable net assets acquired

Total consideration transferred
Consolidation result V)

BFL Leasing GmbHwas acquiredforan amountof

€ 44 8 million,which was paid in cash. The Group incurred
acquisition-related costs of € 1.6 million in consulting and
otherfees. These costs were included in the line item Other
operating expenses.

According to IFRS 3, the consolidation resultwas
recognized in the Profit or Loss Statement in the lineitem
Otheroperatingincome. The consolidation result mainly
includes profits generated by BFL Leasing GmbH since
January2019, as the purchase price was agreed based on
the 2018financials.

The following table compares the recognized amount of
assets and liabilities at the date ofacquisition with the total
consideration transferred:

2019
521
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w
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The valuation techniques used for measuringthe fairvalue
of material assetsand liabilities acquired were as follows:

Intangible assets

BAWAG Group has recognized dealer relationships and a
brand name as separately identifiable intangible assets.

Dealerrelationship

Valuation method MPEEM

Income/expenses

Term of model 10 years
Costofcapital 9.41%
Fairvalue € 3.2 million

Financial assets and liabilities

Group-wide valuation methodologiesand standardsare
applied formeasuringthefairvalue of material assets
acquired. Dependingon theinformation available forthe
determination ofthe fairvalues, different approaches are
chosen.

Forfinancial instrumentswhere the fair value cannot be
determined directly by reference to market-observable
information (Level 3), a discounted cash flow model is
used. The valuation is based on expected future cash
flows. Different parametersare used forthe discounting of
these expected cash flows, which can either be derived
from marketdata orfrom internal information ofthe
acquired company (e.g. expected creditlosses). The
discount rates thatare then used forvaluationsare
basicallycomposed ofa risk-free yield curve, refinancing
costs, counterparty credit risk premiums and capital costs.
In addition, a residual spread component is calculated to
calibrate the applied discountspreads to current market
observed transactions (e.g. new business margins that
reflect current fair value spreads).

The acquired financial assets from customers in the
amount of €520 million represent thefairvalue as ofthe
acquisition date. Additionally, financial assets from credit
institutions in the amount of€ 1 million were acquired. The
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The valuation were carried out with the assistance ofan
external advisor using state-of-the-artvaluation models.
Dealerrelationships were valued usinga multi-period
excessearnings method (MPEEM). The valuation ofthe
brand BFL LeasingGmbH is based on a brand equity
approach. The following table summarizesthe main
assumptions:

Brand name

Brand equityapproach

Derived fromBAWAG Group’s business plan assumptions taking observable parameters ofthe
peergroupintoaccount

indefinite
10.45%
€0.2 million

total financial assets comprise grossamounts of

€ 525 million, ofwhich €4 million was expected to be
uncollectable atthe date ofacquisition. Due to the nature
of the business, creditrisk and interest rate risksonly have
animmaterialimpact onthefairvalue ofreceivables as
compared totheirinitial value.

Refinancingliabilities ofthe companyto their formerowner
were redeemed before maturity shortlyafter closingand
were therefore valued attheir re payment price.

Otherobligations include provisions for expected payments
relating tothe social planagreed in 2018 inthe amount of
€ 6 million.

Forthe period from 1 May2019to 31 December 2019,
BFL Leasing GmbH contributed core revenues (net interest
income and net commission income) of € 14.9 million and
a profit of € 0.5 million to the consolidated financial
statements. If the acquisition had occurred on 1 January
2019, managementestimates that BFL Leasing GmbH
would have contributed core revenues of € 22.4 million and
consolidated profit of € 2.9 million. In determiningthese
amounts, management assumed that the provisionally
determined fairvalue adjustments that arose on the date of
acquisition would have been the sameifthe acquisition
hadoccurredon 1January2019.
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36 | Acquisition of LSREF3 Tiger entities and Promontoria Holding 136 B.V.

In the second quarter 2019, the Group acquired LSREF3
Tiger Aberdeen S.ar.l.,,LSREF3 Tiger Falkirk IS.ar.l.,
LSREF3 Tiger GloucesterS.ar.l., LSREF3 Tiger Romford Sa
rl. and LSREF3 Tiger Southampton S.ar.l.ina share deal.
The LSREF3 Tiger entities are real estate companies
located in Luxembourg, each ofwhich holdsan investment
propertyinthe United Kingdom. Before the acquisition,
BAWAG P.S .K.was senior mezzanine lender.

In the fourth quarter2019, the Group acquired
Promontoria Holding 136 B.V.in a share deal. This entityis
located in Amsterdam and holds an investment propertyin
the United Kingdom.

37 | Assets pledged as collateral

As these companiesare nota businessas defined in IFRS
3, the transaction is not accounted foras a business
combination accordingto IFRS 3. The acquisition costs of
BAWAG Group are allocated to the acquired assets and
liabilities based on their relative fairvalues. No
consolidation resultor goodwill was recognized forthe
transactions.

in € million 31.12.2019 31.12.2018
Receivables and securities assigned to Oesterreichische Kontrollbank AG 206 303
Collateral pledged to the European Investment Bank 91 121
Cover pool fortrustsavings de posits 21 23
Cover poolforcovered bonds 5,623 2,594
Collateral for RMBS 346 403
Collateral fortender facilities 1,034 3,018
Cash collateral for derivatives 68 34
Othercollateral 212 73
Assets pledged as collateral 7,601 6,569

The Group pledges assets for repurchase agreements that
are generallyconducted underterms thatare usual and
customaryforstandard securitized borrowing contracts. In
addition, the Group pledges collateral against other
borrowingarrangements and for margining purposes on
derivative liabilities. Receivablesand securitiesare also
pledged to Oesterreichische Kontrollbank AG in connection
with export financing. Pledges for trust savings deposits are

conducted inaccordance with legal regulations (section 68
BWG).

The cover pool for covered bonds is subject to the lawon
covered bank bonds (FBSchVG). Additionally, relevant
collateral was provided for refinancing through the
European Investment Bank.
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38 | Total collateralized debt

The collateral listed in the table above corresponded to the following payables of BAWAG Group:

in€million 31.12.2019 31.12.2018
Liabilities to Oesterreichische Kontrollbank secured with assigned receivables 180 247
Payables arising due to refinancing by the European Investment Bank 53 61
Trust savings deposits 18 19
Payables secured bythe cover pool for covered bonds 2,747 2,251
RMBS 260 324
Tenderfacilities 792 2,336
Negative market valuesofderivatives 60 37
Othercollateral 133 51
Total collateralized debt 4,243 5,326

39 | Genuine repurchase agreements

in € million 31.12.2019 31.12.2018
Lender—receivables from credit institutions — =
Repurchaser—payables to credit institutions 729 150
Repurchase agreements 729 150

40 | Transferred assets that are not derecognized in their entirety

Financial assets at fairvalue through
othercomprehensive income

in € million 31.12.2019 31.12.2018
Carrying amountoftransferred assets? 782 153
Carrying amountofassociated liabilities 729 150
Transferred assets thatare not derecognized in their creditrisk with regard to these assets. The transferred
entiretyrelate to genuine repurchase agreements. Since assets are blocked forsaleand are not taken intoaccount
BAWAG Groupis stillthe owner ofthe transferred assets, it in the liquidity calculation.

remains exposed to market, interest rate, currencyand
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41 | Subordinated assets

Line itemsonthe assetsside ofthe Statement of Financial Position included the following subordinated assets:

in € million

At fairvalue through profitorloss

At fairvalue through other comprehensive income
Subordinated assets

42 | Offsetting financial assets and financial liabilities

BAWAG Group entersinto derivative transactions under
International Swaps and Derivatives Association (ISDA)
master netting agreements. Under such agreements the
amounts owed byeach counterpartyon a single dayin
respectofall transactions outstanding in the same currency
are generallyaggregatedintoa single netamountthat is
payable by one partyto the other. Under certain
circumstances, e.g.whena crediteventsuchas adefault
occurs, all outstanding transactions under the agreementare
terminated, the termination value isassessed and onlya
single netamountis payable in settlementofalltransactions.

The ISDAagreements do not meet the criteria for offsetting
in the Statement of Financial Position. This is because
BAWAG Group currentlydoesnot have anylegally
enforceable right to offset recognized amounts because the
right to offsetis enforceable onlyon the occurrence of

31.12.2019 31.12.2018
60 74
126 145
186 219

future eventssuch as a defaulton the bank loans orother
creditevents.

Repo and reverse repo transactionsare covered by master
agreements with netting terms similar to those of ISDA
master nettingagreements.

The disclosures in the tables below include financial assets
and financial liabilities that:

» are offsetin BAWAG Group's StatementofFinancial
Position;or

» are subjectto anenforceable master netting
arrangement or similaragreement, irrespective of
whethertheyare offset in the StatementofFinancial
Position.



Financial assets

31.12.2019

in € million

Derivatives

(excluding hedging derivatives)
Hedging derivatives
Loanstoandreceivables from
customers

Total

31.12.2018

in €million

Derivatives

(excluding hedging derivatives)
Hedgingderivatives
Loanstoandreceivables from
customers

Total

CONSOLIDATED FINANCIAL REPORT

Amounts not offset in the
Statement of Financial Position
Grossamounts Netamounts of

offinancial  financialassets
Gross amounts

of recoanized labilities offset presented inthe Financial ~ Cashcollateral
b in the Statement Statementof  instruments received
financial assets : . . :
of Financial Financial
Position Position
353 - 353 12 244
397 - 397 78 313
380 316 64 - -
1,130 316 814 90 557

Amounts not offset in the
Statement of Financial Position
Grossamounts Netamounts of

Gross amounts offinancial  financialassets ‘ .
‘ ved liabilities offset presentedinthe  Financial Cashcollateral
OTTECOBNIZEA 4 40 Statement  Statementof  instruments received
financial assets : ) ) :
of Financial Financial
Position Position
351 - 351 92 175
401 - 401 197 200
489 408 81 — —
1,241 408 833 289 375

Netamount

97

64
167

Netamount

84

81
169
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Financial liabilities

Amounts not offset in the
Statement of Financial Position

Netamounts of
Gross amounts

G i ) financial
rossamounts  offinancial liabiliti
of recognized assets offsetin |abimes Financial Cashcollateral
presentedinthe . Netamount
financial the Statement of Stat tof instruments pledged
liabilities Financial aemernto
31.12.2019 Positi Financial
. . osition .
in€million Position
Derivatives
(excluding hedging derivatives) e - e 2ok = =
Hedgingderivatives 116 - 116 93 22 1
Repo transactions 729 - 729 729 - -
Customer deposits 316 316 - -
Total 1,495 316 1,179 1,090 58 31
Amounts not offsetin the
Statement of Financial Position
Grosts ‘ Netamounts
Gross amountsor ¢ financial
tsof financial liabilit
?enggggizseod assets offset prelaseln‘tle?jsin Financial Cash collateral Net amount
financial in the the Statement instruments pledged
liabiliti Statement of fFi il
31.12.2018 1abIles — Financig) ~ ©'fnancia
) - . Position
in € million Position
Derivatives
(excluding hedging derivatives) SO B SLon 228 = £y
Hedgingderivatives 104 - 104 86 15 3
Repo transactions 150 - 150 150 - -
Customer deposits 408 408 - - - -
Total 963 408 555 489 33 33
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The followingtables reconcile the netamounts offinancial Financial Position tothe respective line itemsin the
assets and financial liabilities presented in the Statement of Statement of Financial Position:

Financial assets

31.12.2019 Line itemin Slt:’ate‘mentof Financial line item n Statement
. S osition . . .
in € million of Financial Position
Derivatives .
(excluding hedging derivatives) selslnelelortiEelig 983
Hedgingderivatives Hedgingderivatives 397
Loanstoandreceivables from Loanstoandreceivables from 30.467
customers customers !
Total 31,217

Line it Stat tof F | Carrying amount of
31.12.2018 neftemin statementotrinancial .o wom in Statement
) S Position ) )
in € million of Financial Position
Derivatives '
(excluding hedging derivatives) e el e sl
Hedgingderivatives Hedging derivatives 401
Loanstoandreceivables from Loanstoand receivables from

30,482

customers customers
Total 31,234

Financial liahilities

31.12.2019 Lineitemin Slt:)ate:jentof Financial line item in Statement
in €million osition of Financial Position
Derivatives N )
(excluding hedging derivatives) Liabilities held fortrading 334
Hedgingderivatives Hedgingderivatives 116
Repo transactions Financial liabilities associated with 799
transferred assets

Customerdeposits Deposits from customers 30,378
Total 31,557

Line itemin Statement of Financial Carrying amount of
31.12.2018 Posii line item in Statement
in €million osition of Financial Position
Derivatives L .
(excluding hedging derivatives) Liabilities held fortrading 301
Hedgingderivatives Hedgingderivatives 104
Repo transactions Financial liabilities associated with

150
transferred assets

Customerdeposits De posits from customers 30,195
Total 30,750

Carrying amount of

Carrying amount of

Thereof without Thereof with offsetting

offsetting agreement agreement
- 353
- 397
30,403 64
30,403 814

Thereof without Thereof with offsetting

offsetting agreement agreement
— 351
— 401
30,401 81
30,401 833

Thereof without Thereof with offsetting

offsetting agreement agreement
- 334
= 116
- 729
30,378 =
30,378 1,179

Thereof without Thereof with offsetting

offsetting agreement agreement
= 301
= 104
= 150
30,195 =
30,195 555

189



190

BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

43 | Contingent assets, contingent liabilities and unused lines of credit

in € million
Contingent assets
Contingent liabilities
Arising from guarantees
Othercontingent liabilities
Unused customer credit lines
Thereofterminable at anytime and without notice
Thereofnotterminable atanytime

Due to the acquisition of S ildwestbank, BAWAG Group has,
accordingto paragraph 5section 10 ofthe statutesofthe
deposit protection fund, committed to release the
Association of German Banks (Bundesverband deutscher
Bankene.V.),Berlin,from any potential losses that might

44 | Foreign currency amounts

31.12.2019 31.12.2018
372 291
280 291
92 -
7,485 8,157
5,769 6,270
1,716 1,887

arise due to actions supporting creditinstitutionsthatare
controlled by BAWAG Group orwhere BAWAG Group owns
a majority stake. The Group does not expect any payments
resulting fromthis guarantee atthis time.

BAWAG Group had assetsand liabilities in the following foreign currencies:

in € million

usD

CHF

GBP

Other

Foreign currency
EUR

Total assets
usD

CHF

GBP

Other

Foreign currency
EUR

Total liabilities

This table onlyincludes StatementofFinancial Position
items and does not provide information aboutopen

currency positions due to off-balance hedging transactions.

31.12.2019 31.12.2018
2,410 2,264
1,380 1,411
2,131 2,230

330 244
6,251 6,149
39411 38,549
45,662 44,698
338 297
214 163
475 462
146 147
1,173 1,069
44,489 43,629
45,662 44,698



45 | Information about geographical areas — Non-current assets

in € million
Austria
Western Europe
Total

Non-currentassets consist ofthe balance sheet items
Property, plantand equipment, Investment properties,
Goodwill, Brand name and customer relationships,

46 | Leasing
Finance leasing from the view of BAWAG Group as lessor

Financeleasereceivablesare included in the balance
sheet position Loans and advances to customers.

BAWAG Group leases both movable propertyand real
estateto other parties underfinance lease arrangements.

31.12.2019

in €million

Total outstanding leasing installments (gross investment value)
As yet unrealized financial income

Receivables from finance leases (net investment value)

31.12.2018

in €million

Total outstanding leasing installments (gross investment value)
As yet unrealized financial income

Receivables from finance leases (net investment value)

As of 31 December 2019, the non-guaranteed residual
value amountsto € 25 million (2018:€ 30 million).

CONSOLIDATED FINANCIAL REPORT

31.12.2019 31.12.2018

914 617
456 194
1,370 811

Software and otherintangible assets, Associates recognized
atequityand Otherassetswith a remaining maturity of
more thanoneyear.

The following table shows the reconciliation between gross
investment value and present value, broken down
accordingto maturityforall ongoing leasing contracts
(without open items):

Uptolyear 1-byears OQverbyears Total

391 1,318 107 1,816
29 61 6 96
362 1,257 101 1,720

Uptolyear 1-byears OQverbyears Total

421 707 60 1,188
23 58 2 58
398 674 58 1,130

No im pairments were recognized in respect of irrecoverable
minimum lease installments (2018: € 0.0 million).
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Operating leasing from the view of BAWAG Group as lessee

BAWAG Group leases office premises, branches, equipment
and vehiclesundervarious rental agreements. The lease
contracts are concluded under standard termsand
conditionsand include price adjustmentclauses in line
with general office rental market conditions. The lease
agreements do notinclude anyclausesthat imposeany
restriction onthe Group’sabilityto paydividends, engage

in € million

Landand buildings

Office furnitureand equipment
Total right-of-use assets

Sincetheinitialapplicationof IFRS 16 on 1 January 2019, an
additiontothe right-of-use assets was recognizedin the
amount of € 23.7 million. On the one hand, thisresults from
the acquisitionof BFL Leasing GmbH, Zahnéarztekasse AG
and HealthCoevo AG and the related recognition of additional
right-of-use assetsand, onthe other hand, fromthe

in € million
Uptolyear
1-byears
Overbyears
Total lease liablity

in debt financing transactionsorenterinto furtherlease
agreements.

As 0f31 December 2019, the right-of-use assets amountto
€ 251.3 million and are presented within property, plantand
equipment (€ 248.2 million) and receivables from customers
atamortized cost (€ 3.1 million). The following table presents
the asset classes related to the right-of-use assets:

31.12.2019 01.01.2019
250.1 261.1
12 -
251.3 261.1

expansion of BAWAG Group’s branch network in line with
Concept 21.

As 0f31 December 2019, the lease liabilityamounts to

€ 252.8 million and is presented withinother obligations. The
following table presents a maturity analysis ofthe lease
liability:

31.12.2019 31.12.2018
03 -
105 -
242.0 -
252.8 -



The following table presentsthe impactof IFRS 16 on profit orloss:

in€million
Depreciation ofright-of-use assets
Land and buildings
Office furnitureand equipment
Interestexpense on lease liabilities
Expensesrelatingto short-term leases
Expensesrelatingto low-value assets

Expensesrelatingto variable lease paymentsindependent from an
indexorrate

Total

Total rental payments for lease agreements
Rental income from subleasing right-of-use assets

2019
240
23.7
0.3
2.5
0.5
0.1

0.0
27.1

(25)

CONSOLIDATED FINANCIAL REPORT

2018

(26)

In 2019, interestexpenses in the amountof€ 2.5 millionand otheroperating expenses and administrative expenses,
depreciationinthe amount of € 24.0 millionwere recorded resultingin a decrease of net profit before taxin the amount

due to the adoption of IFRS 16. Rental expenses for operating of€ 1.0 million.
leasesintheamount of € 25.5 million were eliminated from
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47 | Derivative financialtransactions

Derivative financialtransactions as of 31.12.2019

31.12.2019
in €million
Interest rate related business
interest rate swaps banking
Thereof book
interest rate options banking
book

interest rate swaps trading
book

interest rate optionstrading
book

Currency related business

Thereof currencyswaps banking book
foreign currencyforward
transactions and options
bankingbook

currencyswaps trading book
foreign currencyforward
transactions and options
trading book

Securities related business
securitiesrelated business

Thereof banking book
Total
Thereof banking book business

trading book business

The table above includes the following figures for fair value hedges, cash flow hedges and netinvestment hedges:

31.12.2019

in € million

Interest rate related FairValue Hedge -
business Interestraterisk

Currency related businessCash Flow Hedge

- FXrisk

Net Investment
Currency related businessHedge —FXrisk
Total

7,256
6,906

350

2,462
597

1,862

9,719
9,716

901

565

235
1,701

22,799 17,574
22,182 16,864

617 710
3,054 749
2918 749

136 =

40 27
40 27

25,893 18,350
25,893 18,350

6,859 10,450

2,211 588

9,070 11,038

47,629
45,952

1,677

6,265
4,264

1,998

68
68

53,962
53,959

18,210

3,364

235
21,809

725
698

27

23
10

13

751
751

380

15

397

(279)
(237)

(42)

(165)
(148)

(17)

(450)
(450)

(47)

(68)

(115)
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Derivative financialtransactions as of 31.12.2018

31.12.2018 Nominal amount/maturity! Fairvalue!
in € million Uptolyear 1-byears Overbyears Total Positive Negative
Interest rate related business 6,483 17,683 15,350 39,516 722 (256)
int trat banki
nterestrateswaps banking 5264 15819 13469 34552 593 (176)
Thereof book
interest rate options banking 155 400 509 1,064 11 (29)
book
g‘;gf“ rate swaps trading 768 1,127 1,151 3,046 101 (44)
interest rate optionstrading
296 337 221 854 17 (7)
book
Currency related business 2,859 2,493 1,310 6,662 27 (145)
Thereof currency swaps banking book 675 2,341 1,310 4326 15 (133)
foreign currencyforward
transactions and options 2,172 151 - 2,323 12 (12)

bankingbook

currency swaps trading book - - - - - -
foreign currencyforward

transactions and options 12 1 - 13 - -
trading book

Securities related business 16 37 32 85 3 4)
securitiesrelated business

Thereof banking book 16 87 82 85 3 (4)

Total 9,358 20,213 16,692 46,263 752 (405)

Thereof bankingbook business 8,282 18,748 15,320 42,350 634 (354)
trading book business 1,076 1,465 1,372 3913 118 (51)

The table above includes the following figures for fair value hedgesand cash flow hedges:

31.12.2018 Nominal amount/maturity Fairvalue
in €million Uptolyear 1-5years Overbyears Total Positive Negative
Interest rate related business Fairvalue
nedee o 1651 7082 8436 17,169 383 (45)
risk
Currency related business Cash flow
hedge -FX 623 1,806 933 3,362 18 (59)
risk

Total 2,274 8,888 9,369 20,531 401 (104)
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48 | List of consolidated subsidiaries

Banks

BAWAG P.S K. AG, Vienna

BAWAG P.S .K.Wohnbaubank Aktiengesellschaft, Vienna
easybank AG, Vienna

IMMO-BANK Aktiengesellschaft, Vienna

start:bausparkasse AG, Hamburg (formerly: DEUTSCHER RING
Bausparkasse AG)

start:bausparkasse AG, Vienna
Sudwestbank Aktiengesellschaft, Stuttgart

Real estate

LSREF3 Tiger Aberdeen S.ar.l., Luxembourg
LSREF3Tiger Falkirk1S.ar.l., Luxembourg
LSREF3 Tiger GloucesterS.ar.l., Luxembourg
LSREF3 TigerRomford S.ar.l., Luxembourg
LSREF3 Tiger Southampton S.ar.l., Luxembourg
PromontoriaHolding 136 B.V., Amsterdam

R & B Leasinggesellschaft m.b.H., Vienna

RVG Realitdtenverwertungsgesellschaft m.b.H., Vienna
SWBIDarmstadt1 GmbH, Stuttgart
SWBIMainz1 GmbH, Stuttgart
SWBIMinchen 1 GmbH, Stuttgart
SWBIStuttgart 1 GmbH, Stuttgart
SWBIStuttgart2 GmbH, Stuttgart
SWBIStuttgart3 GmbH, Stuttgart

Leasing

ACP IT-Finanzierungs GmbH, Vienna

BAWAG P.S.K.IMMOBILIENLEASING GmbH, Vienna
BAWAG P.S K. Kommerzleasing GmbH, Vienna

BAWAG P.S.K.LEASING GmbH & Co. MOBILIENLEASING KG., Vienna
BAWAG P.S.K.LEASING Holding GmbH, Vienna

BAWAG P.S.K. MOBILIENLEASING GmbH, Vienna

BFL LeasingGmbH, Eschborn

BPI Holding GmbH & Co KG., Vienna

CVG Immobilien GmbH, Vienna
easyleasing GmbH, Vienna

HBV Holding und Beteiligungsverwaltung GmbH, Vienna
KLB Baulandentwicklung GmbH, Vienna

Leasing-west GmbH, Kiefersfelden

Morgenstern Miet + Leasing GmbH, Eschborn
P.S.K.IMMOBILIENLEASING GmbH, Vienna

RF zwolf BAWAG Leasing Gesellschaft m.b.H.,Vienna

m M

mm M Mo
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31.12.2019

100.00%
100.00%

100.00%
100.00%

100.00%
100.00%

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

75.00%
100.00%
100.00%
100.00%
100.00%
100.00%

97.51%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

92.64%
100.00%
100.00%
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31.12.2018

100.00%
100.00%
100.00%
100.00%

100.00%

100.00%
100.00%

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

75.00%
100.00%
100.00%
100.00%
100.00%
100.00%

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%



31.12.2019 31.12.2018
Other non-credit institutions
AUSTWEST ANSTALT GmbH, Triesen F 100.00% F 100.00%
BAWAG Education Trust Corp., Wilmington F 100.00% - -
BAWAG Group Germany GmbH, Eschborn (formerly: BAWAG P.S K. F 100.00% B B
Deutschland Holding GmbH, Stuttgart) ’
BAWAG P.S K. Datendienst Gesellschaft m.b.H.,Vienna F 100.00% F 100.00%
BAWAG P.S.K.IMMOBILIEN GmbH, Vienna F 100.00% F 100.00%
BAWAG P.S K. Versicherung Aktiengesellschaft, Vienna B 25.00% E 25.00%
Bonnie REUK 1 B.V., Amsterdam F 100.00% - -
BV Vermogensverwaltung GmbH, Vienna F 100.00% F 100.00%
BVV Cayman Ltd., George Town F 100.00% - -
E2E KreditmanagementGmbH, Vienna F 100.00% F 100.00%
E2E Service Center Holding GmbH, Vienna F 100.00% F 100.00%
E2E Transaktionsmanagement GmbH, Vienna F 100.00% F 100.00%
FCT Pearl, Pantin F 100.00% F 100.00%
Feldspar2016-1 Mortgage Holding Limited, London® F 0.00% F 0.00%
Feldspar2016-1 PLC, London? F 0.00% F 0.00%
Health Coevo AG, Hamburg F 100.00% - -
M. Sittikus Str. 10 Errichtungs GmbH, Vienna F 100.00% F 100.00%
MF BAWAG Blocker LLC, Wilmington F 100.00% F 100.00%
Pa-Zweiundsechzigste WT Beteiligungsverwaltungs GmbH, Vienna - - F 100.00%
PFH Properties Funds Holding GmbH, Vienna (formerly: START
ImmobiliznleasingGmbH, Vieg;ma) ( ! ) 100007 7 L0008
PSAPayment Services Austria GmbH, Vienna E 20.82% E 20.82%
P.S K. Beteiligungsverwaltung GmbH, Vienna F 100.00% F 100.00%
RF finfzehn BAWAG Mobilien-Leasing Gesellschaft m.b.H.,Vienna F 100.00% F 100.00%
ROMAX Immobilien GmbH, Vienna F 100.00% - -
SWB Immowert GmbH, Stuttgart F 100.00% F 100.00%
TigerRetail UKRE1S.ar.l., Luxembourg F 100.00% - -
TigerRetail UKRE2S .ar.l., Luxembourg F 100.00% - -
Zahnéarztekasse AG, Wadenswil F 99.99% - -
Material subsidiariesare fully consolidated on the basis of Associates inaccordance with IAS 28 are all entities over

IFRS 10, whereas material associates are at-equity
consolidated according to IAS 28.

CONSOLIDATED FINANCIAL REPORT

which BAWAG Group has significantinfluence but not
controlorjoint control. This is generallythe case where the

Group holds between 20% and 50% ofthe votingrights.

Subsidiaries are entities that BAWAG Groupcontrolsin

accordancewith IFRS 10. BAWAG Group controlsan entity The classification ofwhethera subsidiary/associate is

whenitis exposed or hasrightsto variable retumsfrom its material is reviewed once a year.

involvementwith a subsidiaryand hasthe ability to influence
those returnsthrough its power over the subsidiary.
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49 | List of subsidiaries and associates not consolidated due t o immateriality

Real estate
N & M Immobilienentwicklungs GmbH, Vienna
ROMAX Immobilien GmbH, Vienna
LSREF3Tiger Falkirk IIS.ar.l., Luxembourg
Leasing
BAWAG Leasing & fleets.r.o.,Prague
BAWAG Leasings.r.o.,Bratislava
Fides Leasing GmbH, Vienna
Gara RPK Grundstlcksverwaltungsgesellschaft m.b.H.,Vienna
HFE alpha Handels-GmbH, Vienna
Kommunalleasing GmbH, Vienna
PT Immobilienleasing GmbH, Vienna
RF sechs BAWAG P.S.K.LEASINGGmbH & Co. KG.,Vienna
Other non-credit institutions
Athena Burgenland Beteiligungen AG, Eisenstadt
Athena Wien Beteiligungen GmbH in Liqu., Vienna
AUSTOST ANSTALT, Balzers
BAWAG Education Trust Corp., Wilmington
BAWAG Finance Malta Ltd.in Liqu, Sliema

BAWAG Group Germany GmbH, Eschborn (formerly: BAWAG P.S .K. Deutschland Holding

GmbH, Stuttgart)

BAWAG P.S K. Equity Finance Limited, St. Helier
BFL Vertriebspartner BeteiligungsgesmbH, Eschborn
easygreenenergy GmbH, Vienna
easygreenenergyGmbH & Co KG, Vienna

Einlagensicherung der Banken und Bankiers Gesellschaft m.b.H., Vienna

ESG Entwicklungsgesellschaft mbH.i.L.,Stuttgart
Finventum GmbH, Munich

Finventum IT GmbH, Vienna

FlexSiFinanz Vermittlungsgesellschaft m.b.H., Hamburg
GemeloLuxS.A., Luxembourg

GTAGlobal Transformation Advisors GmbH, Eschborn
Omnicas Management AG, Wadenswil

OMNITEC Informationstechnologie-Systemservice GmbH, Vienna
Savity Vermbdgensverwaltungs GmbH, Vienna

SPG Software Solutions Limited, Minsk

SPGR Financial Solutions GmbH, Vienna

SWB Treuhand Gesellschaft mit beschrankter Haftung i.L., Stuttgart

TwinLuxValue Invest S.A., Luxembourg
Vertiva Family Office GmbH, Stuttgart

31.12.2019

100.00%

100.00%

100.00%
100.00%
50.00%
100.00%
50.00%
50.00%
100.00%
100.00%

38.30%

100.00%

100.00%

100.00%
68.92%
49.00%
49.00%
35.92%

100.00%
49.00%
49.00%

100.00%
49.00%
99.99%
49.00%
25.03%
25.03%

100.00%

100.00%

31.12.2018

100.00%
100.00%

100.00%
100.00%
50.00%
100.00%
50.00%
50.00%
100.00%
100.00%

38.30%
50.00%
100.00%
100.00%
100.00%

100.00%
100.00%

49.00%
49.00%
35.92%
100.00%

100.00%
100.00%

50.00%

100.00%
100.00%
100.00%
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50 | Associates not accounted for using the equity method due to immateriality

The following table shows keyfinancial indicators forthe Bank’s unconsolidated associates:

in € million
Cumulated assets
Cumulated equity
Cumulated net profit

The amounts presented in the tableabove are based on
the latestavailable financial statements ofthe respective
companies thathave been prepared in accordance with the
applicable accounting standards. At the time the annual
financial statements of BAWAG Group as of31 December
2019 were being prepared, financial statementsas of

31 December2018 wereavailable forthe majorityofthe
respective entities (prioryear:31 December2017).

51 [ Involvement with associated companies

Investments in associates disclosed in this note are
accounted forusingthe equity method. BAWAG Group
includes two companiesthat are accounted for using the
equitymethod: BAWAG P.S K. Versicherung AG,

31.12.2019 31.12.2018
232 246
0 9
(1) 2

From an economic pointofview, we would like to note that
the table above does nottake the economic share invested
into consideration. The average economic shareis 45%
(2018:47%).

Forfurtherdetails, please referto Note 34 Related parties.

Vienna,and PSAPayment Services Austria GmbH, Vienna.
The table below presents aggregated financial information
onthe Group’s sharein associatesthat are considered to
be immaterial compared to the Group’s total assetsand
profitorloss.

in € million 31.12.2019 31.12.2018
Carrying amounts ofall associates 48 45
Aggregated amount ofthe Group'sshare of profit orloss 52 5.1
Aggregated amount ofthe Group'sshare ofother comprehensive income 2.3 (0.9)
Aggregated amount ofthe Group'sshare oftotal comprehensive income 7.5 4.2

52 | Non-consolidated structured entities

A structured entityis an entitythathas been designed so
that votingorsimilarrightsare not the dominant factor for
determining control over the entity. This is the case, for
example, when anyvoting rights relate to administrative
tasksonlyandtherelevant activitiesare directed by means
of contractual arrangements. Astructured entityoften has
some orallofthe following attributes:

» Restricted activities

» A narrow and well defined objective

» Insufficientequity

» Financinginthe form of multiple contractually linked
instrumentsto investors that create concentrations of
credit orotherrisks (tranches)

The entities covered bythis disclosure note are not
consolidated because the Groupdoesnotcontrol them
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through votingrights, contract, funding agreementsorother
means. The Group’s exposure to unconsolidated structured
entities comprises leasing companies engaging in special
leasing to which BAWAG Group providesthefinancing.

The Group providesa different measure for the size of
structured entities depending on their nature. Regarding
otherstructured entities, the total assets ofthese entities in
the amountof€ 87 million (2018: € 92 million) best

measuretheirsize. Forsecuritizations, this is the notional
of notesinissueinthe amountof€ 935 million (2018:
€957 million).

The table below shows an analysisofthe carryingamounts
of assetsand liabilities of unconsolidated structured entities
recognized bythe Group andincome from those structured
entities. The maximum exposure toloss is the carrying
amount ofthe assets held.

in € million 2019 2018
Carrying amounts of assets in connection with investments in structured entities 980 1,002

shown onthe balance sheetunder Atamortized cost 980 1,002
Carrying amounts of liabilities in connection with investments in structured entities 0 0
Income 8.2 7.0

Interestincome 8.2 7.0
Lossesincurred during the reporting period 0 0
Maximum exposure to loss 980 1,002

BAWAG Group neither provided anyfinancial orother
supportto an unconsolidated securitization vehicle during

the financial yearnordoesit have anycurrentintention to
do so.



RISK REPORT

The operational and strategic risk management functions
andthe relevantcommittees of BAWAG Group are
responsible for the identification, quantification, limitation,
monitoringand steeringofall risks BAWAG Group is
exposedto. Atall organizational levels, business and risk
functions are strictly se parated.

The Managing Board defines the overall risk a ppetite and
risk strategyon anannual basis. All risk management
principles, the defined limits forall material risks and the
established proceduresfor monitoringthese risks are
documented in risk manuals and guidelines. The Managing
Board is continuouslyand proactivelyinformed on the
overall risk situation. The monthlyrisk reportingis basedon
clearlydefined risk metricsand encompasses all Pillar |
and Pillar Il relevant topics as well as non-financial risk
topicsand additionally relevant specific risk topics.
Quarterlyrisk reportsare submitted tothe monitoringand
control committees ofthe Supervisory Board.

Risk management policies are reviewed regularly to reflect
adjustmentsto the business strategy, regulatory
requirements aswell as marketconditions. Particular
attention is paid to the need foradjustment following
BAWAG Group’s expansion strategy. Moreover, startingin
2019, BAWAG group implemented the requirements ofthe
ECBICAAP guide, coveringin particularthetwo
perspectives, Normative and Economic.

The following divisions oversee the im plementation and
execution ofrisk-related guidelines:

» ChiefData & Risk Control Office
- Strategic Risk Management
- Market & Liquidity Risk Management
- Risk ManagementServices & Integration
- Data Office
- Data Solution Services
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» Commercial Risk Management

» Retail Risk Management

» Non-Financial Risk Management & Regulatory
Compliance

The risk self-assessment (RSA), which is conducted onan
annual basis, provides an overview of BAWAG Group’s risk
situation using quantitative and qualitative evaluation
methods,i.e.all potential risksarisingin connection with
the implementation ofthe businessstrategyare evaluated
with respect totheir relevance, materialityand theirimpact
on BAWAG Group. Allmaterial and non-material risks are
considered underthe economic perspective, while the
normative perspective encompases Pillar I risks (credit risk,
market risk, operational risk) and all other material risks.

The followingrisks including their respective sub-risk types
are considered within BAWAG Group:

» Creditrisk

» Marketrisk

» Liquidityrisk

» Non-financial risk
» Otherrisks

The risks of BAWAG Group are described on the following
pages,inrespect to their consideration in the Normative
and Economic perspectives.

The outbreak ofthe coronavirus COVID-19 will mostlikely
have animpactonthe economies we aredoing business
in. This mayresultinan overall challenged and volatile
market environment. We classified thiseventas a non-
adjustingevent foraccounting purposes. We did notadjust
ourtargetsnorplans given the uncertainties on scope and
length aswellas the ongoingdevelopments. Thus,we
cannot giveanyaccurate or reliable estimates on potential
guantitative impacts.

53 | Internal CapitalAdequacy Assessment Process (ICAAP) and Stress Testing

BAWAG Group’seconomic perspective comparesthe
quantified risks with the risk-bearing capacity. The risk
guantification is based on a confidence level 0f 99.9%,
which represents the probability of potential losses not
exceedingthe quantified risks. Limitsare determined for all
definedrisk categoriesand portfoliosas partofthe risk
strategy in accordance withthe annual budget (dynamic
balance sheet). Compliance with the limitsis monitored in

the Portfolio Steering Committee (PSC) on a monthly basis
accordingtotheactual utilization. Ifthe predefined warning
levelsarereached orlimits are exceeded, escalation
processes areinitiated.

In connection with the evaluation ofthe risk-bearing

capacity, the individual risks are quantified, subsequently
aggregated to thetotalriskand,in a further step, compared
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with BAWAG Group’s risk coverage capacity. The following
risk types are considered and quantified:

» Creditrisk: The quantification of creditrisk is based on
the IRB approach forall portfolio segments. Additional
capital surcharges are applied for concentration risk in
connection with loansto major customers/to groups of
affiliated customers, forthe FX-induced creditrisk as
well as for the risk arising from creditlines notsubjectto
capital requirements under legal regulations.

» Marketrisk: BAWAG Grouphasidentified interest rate risk
in the banking book and credit spreadrisk as the relevant
marketrisks. Bothrisk typesare measured using value-at-
risk models. In addition, various stress tests are applied.
The interestrate risk in the banking book and the credit
spread risk are aggregated taking conservative correlation
assumptionsinto account. Simplified quantificationsare
used for other marketrisk typeslike foreign currency risk
in the banking book.

» Liquidity risk: Structural liquidity risk quantification is
based oncurrent liquidity gaps a pplying assumed potential
deteriorations of spreadsin connectionwitha notional
spread widening on the market. Simplified quantifications
are used formarket liquidity risk in the banking book and
basisspread risk. All types of liquidity risks are quantified
in Market & Liquidity Risk Management andare managed
operationallyin Treasury.

» Non-financial risk: This risk category includes operational
risk (including compliance risk), quantified using a value-
at-risk model andin the future with the standardized
approach prescribed by Basel IV,aswellas re putation risk,
whichis assessed usinga simplified valuation model.

» Otherrisks: Thisrisk categoryincludes participationrisk,
macroeconomic risk, strategic risk and capital risk.
Participation risk is quantified using the PD/LGDa pproach
based onIFRS book values, while capital isheld for the
macroeconomic risk based onexpert assumptions. Forall
other mentioned risk types, the required economic capital
is quantified using simplified models.

The risk-bearing capacity is re ported to the Managing Board
via the Enterprise Risk Meeting (ERM) on a monthly basis.

The normative perspective is also fully integrated into the
strategic risk management, capitalmanagementand
planning processes of BAWAG Group.

In connection with the normative perspective, Pillar Irisksas
well as material risks are quantified, projected and
subsequently consideredin the respective capital (RWA) and
P&L views. The following risk types are considered and
quantified:

» Creditrisk: The quantification of creditrisk is based onthe
regulatory approach (Pillar I view) and is considered under
the capital view (RWA). Creditrisk lossesare also
accounted in the P&L view in the form of expected credit
losses.

» Marketrisk: The quantification of marketrisk for the
trading book is based on the regulatory approach (Pillar |
view)and is considered under the capital view (RWA).
BAWAG Group hasidentified interestrate riskin the
banking bookandcreditspread risk asthe material
marketrisks and are consideredin the P&L under net
interestincome, gains & losses and other comprehensive
income.

» Operational risk: The quantification of o perational risk is
based ontheregulatoryapproach (Pillar Iview) and is
considered under the capital view (RWA). O perational risk
losses are alsoaccountedforinthe P&L view.

The stresstest exercises, including those for both ICAAP
perspectives, are fully integratedinto the strategic risk
management, capital managementand planning processes of
BAWAG Group.

The methodology andresults of both ICAAP perspectives as
well as ofthe stress testexercises are discussed in the regular
Stress Testing Committee (STC) onquartery basis and
reportedtothe ERM. The ERM overseesthe assessmentof
the results ofthe exercisesanddefines any corrective action
forthe risk a ppetite or business strategy, where necessary.

The link between the ICAAP perspectives, the stress test
exercisesand capital managementis formally defined within
the internalrisk and capitalgovernance.

The capital ratios defined within the capital planning process
and monitored on a monthly basis by the Capital
Management Meetingare used asa benchmark for the
normative perspective andfor stress testing. The capital
contingency plan isdrawn up toaccount for extreme stress
scenarios. As partofthe normative perspective and stress test
exercises, senior management reviews whether the stressed
capital ratios remain above the recowery levels. In case of



breachofthe recovery levels measures need to be takento
improve the capital position sufficiently in order to keep the
capital ratios above the recovery lewels even under a stressed
scenario.

54 | Credit risk

Creditrisk is defined as therisk ofloss due toa partyina
financial transaction failing to pay its obligation to the other

party.

The operational creditrisk divisions are specifically setup to
ensure functional risk management e xpertise for commercial
and institutional (Commercial Risk Management) and the
retail and smallbusiness (Retail Risk Management)
customers. The Credit Approval Committee (CAC), a specific
committee at the Managing Board level, is responsible for
approval ofloan applications within the authorities defined in
the Competence and Power Regulation. The division Strategic
Risk Managementis responsible for the consistent calculation
and aggregation of the individual risk metrics withinthe
defined monthly re porting framework.

In addition to clearlydefined lending guidelines for retail
and small business customers, creditworthiness is
assessed via automated scorecards. The scoring is based
on statistical models that cover both application scoringas
well as behavioral scoring based on the customer’s account
usage. In addition, external data (e.g. credit bureau
information) is alsofactored intothe customer scoring.
Based onthis information, the individual customer credit
ratingsare updated monthly.

In addition to the creditrating, the loss given default (LGD)
and the expected utilization ofthe off-balance-sheet
exposurevalueatthetime ofdefault(creditconversion
factor,CCF)arealso estimated for retail and small business
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customers. The estimate, which is based on data from the
observed customer behavior, is calculated using various
statistical methodsand models.

Foreach commercial loan application, the borrower’s credit
rating is assessed usingan internal rating method specific
to each business segment. The rating methods are based
on a broad spectrum of quantitative and qualitative factors.
Specificratinggrades, which represent an individually
estimated probabilityofdefault,are assigned to each
customer usinga uniform master scale.

To manage overall concentration risk at the clientand
group ofaffiliated customerslevel, exposure limits are
defined, monitored and reported on a monthly basis.

BAWAG Groupis a banking group that appliesthe internal
rating-based (IRB) approach and as such sets high
standardswith regard to credit risk methodologies and
processes. The risk organization continuouslyfocuseson
enhancements torisk quantification methods. S pecific
standardsare in placeforall sub-portfoliosthat are
monitored and validated on a regular basis. Due to the
centralized structure and coordination of BAWAG Group,
new risk regulations or changing market situationsare
considered in a timely manner within the risk management
strategies. The following sections provide an overview ofthe
structure and the portfolio qualityin the individual
segments.
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Lending and securities portfolio by business segment

31.12.2019 Corporates &

; - Retail & SME ‘ Treasury Corporate Center  Total portfolio
in € million Public

Lending portfolio 17,862 12,718 4821 1,156 36,557
Securities 134 358 4,734 0 5,226
Off-balance business 3,676 1,688 31 2,006 7,401
Total 21,672 14,764 9,586 3,162 49,184
thereofcollateralized? 12,737 4810 12 568 18,127
thereof NPE (gross view) 467 239 - 257 962
thereof NPL (gross view) 422 154 - 257 833

1) Economic view —all collateral types are applied

ilgﬁlﬁg)nlS Retail & SME CO(ESSES& Treasury Corporate Center  Total portfolio
Lending portfolio 16,712 13,827 3,854 723 35,116
Securities 38 238 6,335 29 6,640
Off-balance business 4221 2,244 469 654 7,589
Total 20,971 16,309 10,658 1,406 49,345
thereofcollateralized? 12,826 5,061 47 321 18,255
thereof NPE (gross view) 467 197 - 255 919
thereof NPL (gross view) 392 188 - 255 835

1) Economic view — all collateral types are applied
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The table below provides a reconciliation between book values ofloansand receivables, the risk re port and the segmentre port.

31.12.2019

in € million

Retail & SME
Corporates & Public
Treasury

Corporate Center
Total

31.12.2018

in €million

Retail & SME
Corporates & Public
Treasury

Corporate Center
Total

Note 15

At amortized cost

17,744
12,673
5,983
1,156
37,556

Note 15

Notes 12,13

Loans& Bonds

FVPL & FVOCI
252
403
3,572
0
4,227

Notes 12,13

Loans& Bonds

Atamortizedcost ryp| g FyoC)

16,624
13,813
7,175
722
38,334

126
252
3,014
30
3,422

Risk view
Totalloans &
bonds

17,996
13,076
955515
1,156
41,783

Risk view
Totalloans &
bonds

16,750
14,065
10,189

752
41,756
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Otherassets

159
65
519
3,136
3,879

Otherassets

155
102

2
2,683
2,942

Segment report

Totalassets

18,155
13,141
10,074

4,292
45,662

Segment report

Totalassets

16,905
14,167
10,191

3,435
44,698
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Geographical distribution of the lending and securities portfolio
The geographic distribution ofthe lending portfoliois in line

with BAWAG Group’s strategy offocusingon stable
economies and currencies. Atotal 0f96% (2018:96%) of

Geographical distribution of the lending portfolio

31.12.2019

Others 4%
North.~

America
5%

—__ Western
Europe
91%

Geographical distribution of securities

31.12.2019

Others 3%

Southern

Europe
9%

North__
America
10%

Western
Europe
78%

the lending portfolio? and 88% (2018:86%) ofthe
securities portfolio? is located in Western Europe and North
America.

31.12.2018
Others 4%

North.~

America
6%

Western
Europe
90%

31.12.2018

Others 5%

Southern
Europe
9%

North_
America
9%

. Western
Europe
77%

1) The major share of the lending portfolio is allocated to Austria with 60% (Dec 2018: 58%), Germany with 17% (Dec 2018: 16% ), Great Britain with 6%
(Dec 2018: 7%), the United States with 5% (Dec 2018: 5%) and France with 2% (Dec 2018: 3%)

2) The major share of the securities portfolio is allocated to Great Britain with 12% (Dec 2018: 10%), the United States with 10% (Dec 2018: 7%), Austria with
8% (Dec 2018: 11%), France with 8%Dec 2018: 10%) and Germany with 6% (Dec 2018: 6%)
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Lending and securities portfolio by currencies

following table depictsthe currencydistribution ofthe
lending and securities portfolio.

Consistent with BAWAG Group’s overall positioning, the
majorshare offinancingis denominated in EUR. The

Book value in %
in € million 31.12.2019 31.12.2018 31.12.2019 31.12.2018
EUR 35,963 35,747 86.1% 85.5%
uUsD 2,366 2,238 5.7% 54%
GBP 1,809 2,120 43% 51%
CHF 1,338 1,407 3.2% 3.4%
Others 307 244 0.7% 0.6%
Total 41,783 41,756 100.0% 100.0%

Credit quality overview: Lending, provisions, delinquencies and collateral

The followingtable shows the days pastdue, NPE ratio,
NPL ratio and provisioning ofthe lending portfolio. The low
risk profile is reflected bythe low NPE ratio, NPL ratio, low
delinquencyofloan volumes and good provisioning level

and collateral coverage across the portfolios. More than
84% (2018: 81%) of the total exposure can be assigned to
aninvestment grade rating which corresponds to the
external ratingclasses AAA to BBB.

Book value! in %

in € million 31.12.2019 31.12.2018 31.12.2019 31.12.2018

At amortized cost (gross) 37,781 38,601 100.0% 100.0%

Provisions 225 267 0.6% 0.7%
thereof ECL 48 72 0.1% 0.2%

At amortized cost(net) 37,556 38,334 99.4% 99.3%

NPE ratio? - - 2.0% 1.9%

NPL ratio® - - 1.7% 1.7%

NPL LLP coverage ratio - - 32.6% 31.8%

NPL coverageratio(collateral + LLP) - - 75.1% 79.2%

Additional information:

Total unprovisioned outstandings past due 337 317 0.9% 0.8%
1-30days 203 198 0.5% 0.5%
31-60days 32 23 0.1% 0.1%
61-90days 18 15 0.1% 0.0%
91-180days 11 11 0.0% 0.0%
More than 180 days 73 70 0.2% 0.2%
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The followingtable shows the days pastdue,the NPE ratioand the NPL ratioforthe segments Retail & SME and
Corporates & Public.

Retail & SME Corporates & Public
in€million 31.12.2019 31.12.2018 31.12.2019 31.12.2018
Total 17,996 16,750 13,076 14,065
1-30days 0.5% 0.3% 0.2% 0.2%
31-60days 0.2% 0.1% 0.0% 0.0%
61-90days 0.1% 0.1% 0.0% 0.3%
NPE ratio 2.2% 22% 1.6% 1.2%
NPL ratio 1.9% 1.9% 1.0% 1.2%
NPL LLP coverage ratio 33.1% 31.8% 31.3% 31.7%
NPL coverageratio(collateral + LLP) 78.9% 83.1% 65.0% 71.0%

The followingtable shows the distribution by ratings for the portfoliowhich is neither overdue norimpaired. The risk profile

is stable.
Total portfolio Retail & SME Corporates & Public

in % 31.12.2019 31.122018 31.12.2019 31.12.2018  31.12.2019 31.12.2018
Rating class 1 22.3% 19.9% 0.6% 0.5% 17.6% 13.9%
Rating class 2 6.1% 7.4% 3.7% 3.8% 9.9% 9.1%
Rating class 3 11.3% 13.2% 18.9% 19.3% 4.7% 7.8%
Rating class 4 31.8% 32.2% 37.7% 39.7% 41.3% 42.5%
Rating class 5 21.3% 20.1% 31.3% 28.7% 22.7% 23.8%
Rating class 6 3.0% 2.8% 49% 4.7% 2.6% 2.4%
Rating class 7 4.2% 4.4% 29% 3.3% 1.1% 0.5%
Internalrating classes correspondto Moody's ratingin the rating class 4 to Baal-Baa3, ratingclass5to Bal-B1,

following way: Ratingclass 1 correspondsto Moody’s rating rating class 6 to B2-Caa2 and rating class 7 to Caa3.
Aaa—-Aa2,ratingclass2to Aa3-Al, ratingclass 3to A2-A3,
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Collateral

BAWAG Group’s strategy is to hold collateral and other
credit enhancements against credit exposures, whe never
possible. Collateral servesas essential supportforthe
lending business and loss-reducing inthe eventofdefault
of the debtor. However, the focusduring the decision-
making processis on the affordabilityofthe borrower.

All acceptable collateral typesare recorded inthe Group
Collateral Catalogue, where the principles for the valuation
and revaluation ofcollateral are also defined. The catalogue
defines which combinations ofgoods (characteristics ofthe
economic good/asset) and collateral (to which BAWAG
Group has title) are deemed acceptable and which value
(marketvalue,nominal value, etc.) has tobe applied. The
Enterprise Risk Management Committee decides ifa type
of collateral is accepted for creditrisk mitigation takingthe
corresponding haircuts into consideration.

The followingtypes of collateral are accepted:

» Realestate properties: residential real estateand
commercial real estate

» Othercollateral: vehiclesand other physical collateral (at
the moment not used for capital mitigation), pledging or
assignmentoflife insurance policies
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» Financial guarantees:financial collateral, securities,
cash deposits atown bank
» Creditenhancements: guarantees and co-obligations

In orderto be used as a credit risk mitigation technique,
collateral mustmeet the general legal and regulatory
requirements and internal requirementsdefined in Group-
wide internal policies. These policies arerevised atleast
once a year. Anyexceptions frominternal rules mustbe
well-founded, se parately requested and explicitlyapproved.

Real estate valuation is centralized as faras possible to
ensure a standard valuation approach. Onlyappraisers who
are notinvolved inthe creditdecision processare
permitted to conductreal estate valuations. IT-supported
automated valuation for residential real estate is confirmed
by independent internal appraisers. Commercial real estate
isassessed byindependentexperts.

The basis forthe collateral table is the market value ofall
available collateral, reduced byinternal haircuts.
Furthermore, real estate propertiesare reduced by senior
liens andthe value is capped at the mortgage value.

The following table contains the splitofcollateral by
categories. It shows a strong focuson real estate.
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210

in %

Realestate
thereofresidential
thereof commercial

Guarantees

Othercollateral

Financial collateral

Total portfo

31.12.2019 31

78.3%
70.6%
29.4%
11.4%
7.6%
2.7%

Received collateral for the NPL portfolio

31.12.2019
in€million

Lending portfolio
Securities
Off-balance business
Total

31.12.2018
in€million

Lending portfolio
Securities
Off-balance business
Total

NPL exposure
822

11
833

NPL exposure

814

21
835

lio Retail & SME

122018  31.12.2019 31.12.2018  31.12.2019

78.7% 78.4% 80.3% 77.8%

71.8% 94.6% 93.7% 13.9%

28.2% 5.4% 6.3% 86.1%

11.7% 7.8% 7.9% 19.9%
6.5% 10.2% 7.7% 1.7%
3.1% 3.6% 4.1% 0.6%

Mortgage loan
collateral

380
8
388

Mortgage loan
collateral

339

10
349

Othercollateral gzlanraannct‘eae‘s

83 8

1 2

23 0

107 10
Othercollateral Fnancel
guarantees

86 12

22 0

108 12

Corporates & Public

31.12.2018
752%
21.0%
79.0%
19.9%

4.0%
09%

Improvements in
credit quality

39
3
1

43

Improvements in
credit quality

107
9
116



Expected credit loss

As of 1 January 2018, BAWAG Group calculatesallowances
for non-impaired loans accordingto IFRS 9. The 12-month
expected creditloss (ECL) or,in case ofa significantcredit
deterioration, the lifetime ECL determines the loss
allowance assigned to financial assets. A significantcredit
deterioration ofassets is identified through several criteria.
Notably, quantitative criteria are used to measure the risk
parameter deterioration since theinitial recognition of
assets. The other criteria involve qualitative information
which assessesthe credit risk qualityofassets.

Reconciliation of book values by stage
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Based on historical observations parametersare estimated,
which form the basis of ECL determination. Then
parameters are further adjusted with the forward-looking
information, represented byforecasts of major
macroeconomic variables suchas GDP growth or
unemploymentRate.

Within BAWAG Group, 18.5% (31 Dec 2018:15.1%) ofthe
totalexposure hasno ECLs due tofull collateralization at 31
December2019.0fthese, 18.4% (31 Dec 2018:14.9%)
are lendingand 0.1% (31 Dec2018:0.2%) are off-
balance.

Increases due Changesdue

Starting
31.12.2019 balance
in €million
Book values for impairments in Stage 1
(without POCI) 39,244
Lending portfolio 32,885
Securities 6,359
Book values for impairments in Stage 2 1.884
(without POCI) !
Lending portfolio 1,599
Securities 285
Book values for impairments in Stage 3 614
(without POCI)
Lending portfolio 614
Securities -
Total POCI 14
Lending portfolio 14
Securities -

S Decreases ‘ B
to origination d tochangein Closing
e ueto - . i
and de ition creditrisk balance

acquisition erecogni (net)

12,127 (13,711) 2,287 39,947
12,127 (9,994) (239) 34,779
- (3,717) 2,526 5,168
142 (407) (431) 1,188
142 (407) (204) 1,130
= = (227) 58
15 (62) 77 644
15 (62) 77 644
= = (10) 4
= = (10) 4
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Reconciliation of impairments per stage

The reason forthe decrease ofthe impairments over the year2019is the enhancement ofthe underlying risk models as
wellasanimprovementofthe qualityofthe credit exposures.

Increases due Decreases

Starting  to origination Changesin Closing

31.12.2019 balance arjd” dergcusgtr?ition existingassets  balance
in € million acquisition ¢

Impairments Stage 1 (without POCI) 50 4 (5) (10) 39
Lending portfolio 37 4 (2) (4) 35
Securities 5 - (0) (2)

Off-balance business 8 0 (3) (4) 1
Impairments Stage 2 (without POCI) 34 1 (2) (16) 17
Lending portfolio 32 1 (2) (16) 15
Securities 2 - 0) 0 2
Off-balance business 0 0 0) 0 0
Impairments Stage 3 (without POCI) 213 21 (59) 30 205
Lending portfolio 192 4 (54) 32 174
Securities - - - - -
Off-balance business 21 17 (5) (2) 31
Total POCI 4 - - (1)

Lending portfolio 4 - - (1) 3
Securities - - - -

Off-balance business - - - - -
Transitionof impairments by financial instruments

31.12.2019 From Stage 1to From Stage 1 toFrom Stage2toFrom Stage2toFrom Stage 3to From Stage 3to
in€million Stage? Stage3 Stagel Stage3 Stagel Stage?
Lending portfolio 9 21 1 22 0 0
Securities 0 - - - - -
Off-balance business 0 - 0 - 0 0
Total 9 21 1 22 0 0
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Distribution of book values by impairment stage and rating

31.12.2019

in €million

Book values for
impairments in Stage 1
(without POCI)
Lending portfolio
Securities

Book values for
impairments in Stage 2
(without POCI)
Lending portfolio
Securities

Book values for
impairments in Stage 3
(without POCI)
Lending portfolio
Securities

Total POCI

Lending portfolio
Securities

Total

9,824

7,671
2,153

2,441

1,855
586

36

36

4,577

3,916
661

15

15

12,652

11,876
776

167

167

8,149

8,131
18

431

373
58

921

916

310

310

1,383

415
968

227

227

644

644

EE -

648

39,947

34,779
5,168

1,188

1,130
58

644

644

EE

41,783
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31.12.2018

in€million

Book values for
impairments in Stage 1
(without POCI)
Lending Portfolio
Securities

Book values for
impairments in Stage 2 13 8 13
(without POCI)

Lending Portfolio 13 8 13
Securities - - -
Book values for

impairments in Stage 3 = = =
(without POCI)

Lending Portfolio - - -
Securities - - -
Total POCI - - -
Lending Portfolio - - -
Securities
Total

Rating
class1

Rating
class?2

Rating
class3

8573 3,067 5435

5,818
2,755

1,881
1,186

4,461
974

Sensitivity Analysis

BAWAG Group has developed a scenario-weighted
approach forassessingthe expected credit lossallowance
based on a range of macro-economic parameterssuch as:

» gross domestic product
» inflationrateand
» housingprices

which affect all portfoliotypes. The unemployment rate and
long-term government benchmark bond yields are also
incorporated in our IFRS9 models and scenarios.

31.12.2019 Weighted Scenario
in €million (30%/32.5%/37.5%)
Stage1 & Stage?2

. 57
Impairments

100% Optimistic

Rating  Rating Rating Rating Rating Total
class4 classb «class6 class7 class8 portfolio
12,779 7,473 857 1,060 - 39,244
12,192 7,368 857 305 - 32,885
587 105 0 755 - 6,359
319 755 275 501 - 1,884
319 755 275 216 - 1,599
- - - 285 - 285
- - - - 614 614
- - - - 614 614
- - - - 14 14
- - - - 14 14
13,098 8,228 1,133 1,561 628 41,756

The distribution among three scenarios (baseline 32.5%,
pessimistic 37.5% and optimistic 30%) allows us to
maintain a stable level ofexpected credit losses. These
scenarios have been chosen as the mostappropriate
scenariosforthe BAWAG portfolio.

The followingtableillustrates the weighted im pairment
allowanceaswellasa 100% weighting of corresponding
scenariowith a relativelysmall range of € 6 million between
the optimisticand pessimistic scenarios.

100% Baseline 100% Pessimistic

54 56 60

The full allocation ofimpairment allowance to Stage 1 shows the low risk profile ofthe total portfolio:

31.12.2019 Weighted Scenario
in €million (30%/32.5%/37 .5%)
Stagel & Stage?2

. 57
Impairments

100% Stage 1 allocation 100% Stage 2 allocation

49 153



Impaired loans

As of 1 January 2018, BAWAG Group calculates provisions
accordingto IFRS 9that are booked on loans forwhich full
recoveryis unlikely. The main components ofthe
provisioning framework are shown in the following
paragraphs. The volume reported as NPLs includes all
claims againstcustomersclassified as beingin defaultand
againstcustomersfor which specific im pairment provisions
have been formed.

Automatic loan loss provision

Loanloss provisions are bookedautomaticallyin the core
banking system based on defined standards in the case of
90days pastdueorwhenlegalactionis initiated.

Manual loan loss provisions

Forexposures thatare not subject to automatic loan loss
provisioning, an appropriate impairment testis performed.
The extent ofimpairment is assessed after a detailed
analysisonanindividual basis and loan loss provisions are
created manually.

Non-performing Exposures (NPEs)

The non-performing flagwill be setforall customer credit
risk exposures in default inaccordance with Article 178
CRR (internalrisk class 8) and forall forborne accounts
with morethan 30 days pastdue attheaccountlevel.

Non-performing loans (NPLs)

Non-performingloans (NPLs) are defined as all customer
credit riskexposures in default in accordance with Article
178 CRR (internalrisk class 8).

Forhorne loans and forbearance measures

Measures offorbearance can be granted if borrowers face
financial difficulties and are considered to be unable to
meet contractual obligations. BAWAG Group has sound and
transparentprocessesin place todefinethe conditions
underwhich concessions, in the form ofthe modification of
terms and conditions, may be granted. Dependingon the
customer segment, possible measures include the
temporary postponement or reduction ofinterest or
principal payments, the restructuring of creditfacilitiesor
otherforbearance measures. In exceptional cases, a
temporaryor permanent reduction ofinterestrates may be
granted.
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Forbearance or refinancing measures are instruments
intended to ultimately reduce the existing risk and avoid
defaultwithrespecttodebt claims, ifitis expected that a
defaultcanthereby be forestalled. However, forbearance
measuresare by no meansused toavoid or postpone the
recognition of an unavoidable impairment or disguise the
level of credit risk resulting from forborne assets.

By implementing forbearance measures that are
appropriateinterms oftimeand scope, BAWAG Group
supportsclientsin maintaining financial stability. If the
supporting measures are not successful, exposures will be
recognized asnon-performingand im paired according to
regulatoryand accounting standards.

Forreporting aswell as internal risk management
purposes, BAWAG Group implemented processesand
methodsaccording to regulatory standards? in orderto
identify exposures for which forbearance measures have
beenextended. Theseare classified as forborne.

Collateral and valuationof residential and commercial
real estate

All types ofacceptable collateral are listed in the BAWAG
Group Collateral Catalogue. Adequate haircutsare defined
for each typeofcollateral.

The centralized Residential Real Estate Appraisal team
determines thevalue ofall residential properties in Austria
onthe basis ofa standard methodology and valuation tool.
Valuation ofreal estate properties in other countries is also
done byindependentexpertsaccording to international
standards. The periodic review and updating of property
values is automated based on thereal estate price index
published bythe Association of Real Estate and Asset
Trustees ofthe Austrian Federal Economic Chamber
(Fachverband der Immobilien- und Vermégenstreuhdnder
der Wirtschaftskammer Osterreich)for Austrian residential
properties, on the Halifax House Price Indexfor residential
properties in GreatBritainand by MAC
(MeilleursAgents.com) for French residential properties.
The values ofthe properties in the Netherlandsare
periodically updated based on CBS index (Centraal Bureau
voorde Statistiek).

The values of commercial propertiesare appraised
individually by experts in the centralized Commercial Real
Estate Appraisal team, by selected external appraisers
commissioned by BAWAG Group or bya syndicate partner
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afteraninspection ofthe propertyand completion ofa full
appraisal report.

Workout departments

The workoutand collection de partments (retail/non-retail)
are responsible forthe processing, administration and
restructuring orcollection oftroubled and defaulted loan
commitments. The primary objective is to minimize losses
and to maximize recoveries.

Early recognition of troubled assets

Customersthat trigger defined early-warning signals for
various reasons (e.g. general deterioration of
creditworthiness, significant declinein the stock price, rise
in CDS spreads, negative press reports/ad-hoc publicity,
unusual risk concentrations, etc.) are placed on the Watch
Listand discussed in the Watch Loan Committee, which is
made up of members ofthe relevant business and risk
units. This committee develops and elaborates on risk
mitigation actions for single exposures and oversees
consistent monitoring ofall caseswith an elevated
probabilityofdefault.



Retail & SME

The Retail & SME portfolio is comprised 0f 66 % housing
loans (2018:71%),19% consumerlending (2018:16%),
9% leasing(2018:7%)and 6% SME lending (2018: 6%).
The segmentcomprises the Austrian and the international
portfoliosofthe Group.

The mortgage portfoliois characterized by strong collateral
coverage and shows low LTV’s. As specified in the retail
strategy, new business volumeswere originated primarily
from consumer lending and mortgages.

The core products have detailed underwriting standards
that focuson collateral coverage, overall customer
indebtednessand assessing customers’ ability to service
the loan that ensure the high quality ofthe portfolio. In
addition to that, special emphasisis placed on fraud
detection via sophisticated techniques and sound
processes to proactively preventthe inflow offraudulent
new business.

New business is managed accordingto the Bank’s stated
risk appetite using clear guidelines. Decisions at the point
of sale aretaken onthe basisofautomated scoring systems
or, incertain cases, manual decisions by the Risk
department. Akeyfocus inthis portfoliois placed on
compliance with policiesand ensuring high data quality
alreadyatthe time ofapplication. To this end, a central
monitoring function drives ongoing quality assurance and
sustains lendingdiscipline.

CONSOLIDATED FINANCIAL REPORT

Forexisting business, comprehensive portfolio steering
(e.g.monitoring of portfolio trends, delinquency reporting
along with default type analyses, NPL recoveryand lending
policyadjustments) is keyto proactively managing the risks
of BAWAG Group’s retail lending business.

Therefore, having well-defined policies, procedures and

analytical toolsin place is essential for this flow-oriented

business. The credit risk is measured continuously using
the following methods:

» Scorecard performance: approval rate and manual

decisions

Portfolio trends in terms of creditaffordabilityand

collateralization

Performance monitoring of fraud detection

Portfolio trends in terms ofrisk classdistribution and

risk concentrations

Portfolio trends in terms of overdue/late payments(e.g.

vintageand flow rate analyses)

» Portfolio trends with regard to defaulted loan facilities

» Portfolio trends interms ofincurred risk costs and
losses

v

v v

v

The resultsofthe analysis are presented to the Managing
Board and the relevantdecision makersas partofthe
established operating process. This process ensures a
regularand standardized flow ofinformation and enables
BAWAG Group to respond directlyto changes in risk
indicators and market conditions.
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Lending portfolio and securities by products

Book value NPEratio NPL ratio Covelr\laZé ratio

iRne,gtr?]'illli‘mSME 31.12.2019 31.12.2018 31.12.2019 31.12.2019 31.12.2019
Consumerlending 3,346 2,734 2.0% 1.9% 50.9%
thereof portfolio 518 332 0.1% 0.1% 41.3%
Housingloans 11,859 11,955 2.1% 1.8% 93.0%
thereof portfolio 2,805 3,229 6.1% 5.0% 94.2%
Leasing 1,726 1,132 1.6% 1.3% 80.2%
thereof portfolio 172 173 0.1% 0.1% 100.0%
SME lending 1,065 929 41% 39% 85.1%
thereof portfolio 220 - 0.7% 0.7% 72.4%
Total 17,996 16,750 2.2% 1.9% 78.9%

The NPL ratioofthe Retail & SME portfoliois 1.9% (2018:

1.9%). The NPL coverage ratioof78.9% (2018:83.1%)
conveythe risk profile ofthis portfolio.

The Retail & SME mortgage portfoliois characterized by
standard LTVs, a low NPLratio,a high coverageratio and
good geographic diversification. The weighted average
tenorofthe housing loan portfoliois less

than 19years (2018: 19 years). Mortgages comprise both

EUR-and CHF-denominated mortgages. The CHF-
denominated mortgage portfolio stood at € 1.0 billion at
year-end 2019 (2018:€ 1.1 billion). The volume in CHF -
denominated mortgages is down byover CHF 1.4 billion

since thediscontinuation ofthe product in 2008 (reduction

of more than 50%). This is a portfoliothat is proactively

being wound down and/or converted to EUR-denominated

loans.The LTV ofthe CHF portfoliowas 70% as ofyear-end
2019(2018:70%).

The consumerlending portfolio consists of unsecured
private loans, overdrafts and credit cards generated by the
national and international sales-channels ofthe group. In
addition, an exclusive long-term partnership with
MediaMarktSaturn was rolled out in all ofits Austrian stores
andonline webshop in orderto supplement the portfolio
with goodsloans. The focus has been on developing robust
risk scorecards and processes to supportthe growth ofthis
core segment.

Leasingis characterized bya mixof leasing assets (car
leasing, equipment and real estate leasing).
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Smallbusinesslendingis proactively monitored to ensure rigorous management of non-performing loans in order to
the potential identification of weakening credits and if achieve low NPLvolumes and to concentrate on the main
required, countermeasures are initiated. business focus. In addition, the early detection, collection

and recovery processes were furtherimproved with a view
Forthe Retail & SME segment, the overall NPLand to successfully repayingloans from a technical and risk
coverage ratiosreflect a stable and low-risk portfolio. perspective.

BAWAG Group has continued to applythe strategy of

Retail assets—regional distribution

Geographical distribution of the lending portfolio

31.12.2019 31.12.2018
4% . 0! 5% 2 2
2% I 0%
6% 7%
| ny_ ( many_
16% 13%
72% 75%
Forbearance hy products
Consumerlending Housingloans Leasing SMElending Total
Retail & SME 31.12. 31.12. 3112, 31.12. 31l.12. 31.12. 31l.12. 31.12. 31l.12. 31.12.
in€million 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Forborne assets 67 90 183 193 13 0 9 14 272 297
th f -
ereotrion 20 16 53 41 0 0 5 5 80 62
performing
Impairments 7 8 5 5 0 - 3 2 15 14
Collateral 3 3 274 247 4 0 13 19 294 269
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Days past due
The productportfoliois monitored by days pastdue (i.e. The Retail & SME portfolio is 98.0% (2018:99.1%) current
delinquency buckets) onan ongoing basis. The aim is to (i.e. no days pastdue). Overall, the low days past due
ensure earlyidentification of negative creditdevelopments volumes, the stable vintages and the product-specific
within the portfolio and to work with customers on a scorecard results reflect the strong credit quality ofthe
proactive basis to ensure the full repayment ofloans. portfolio.

Consumer lending Housingloans Leasing SME lending
Retail & SME 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12.
in € million 2019 2018 2019 2018 2019 2018 2019 2018
Total 3,346 2,734 11,859 11,955 1,726 1,132 1,065 929
1-30days 1.3% 1.2% 0.1% 0.2% 1.2% 0.3% 1.5% 1.1%
31-60days 0.5% 0.3% 0.1% 0.1% 0.3% 0.2% 0.2% 0.2%
61-90days 0.3% 0.2% 0.1% 0.0% 0.1% 0.2% 0.1% 0.1%
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Corporates &Public

Book value
in € million 31.12.2019 31.12.2018
Corporate lending 5,128 6,765
Asset Backed Lending 4 595 4,197
Public 3,353 3,103
Total 13,076 14,065

The corporate lending portfolio aswell as the assetbacked
lending portfolio includes DACH and international assets.
This business is characterized by proactive risk
management, disciplined growth in stable western
economies and the maintenance ofa disciplined approach
to risk-adjusted pricing. The overall portfolio breaks down
into 62.2% investment grade assets for corporate lending
and 64.6% for real estate respectively. The total NPL ratio
improvedfrom1.2%to 1.0%. Ofthe NPL volume, 65.0%
is secured bycollateral and provisions (2018:71.0%). The
portfolio Publicincludes Austrian and German clients being
characterized byan increasing book value ofabout€ 3.3
billion with 0% NPL ratio forthis segment.

Corporate lending businessis characterized predominantly
by a moderate (net) debt/EBITDAratio of<4.0xand a good

Forbearance

in € million
Forborne assets
thereof non-performing
Impairments
Collateral
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NPEratio NPL ratio Cove’r\laZé ratio \nvgé[gweem
31.12.2019 31.12.2019 31.12.2019 31.12.2019
2.7% 2.5% 67.2% 62.2%
1.8% 0.2% 85.1% 64.6%
- - - 100.0%
1.6% 1.0% 65.0% 73.5%

risk/return profile. The assetbacked lending portfolio has
anaverage LTV ofbelow60% andis verywell diversified in
terms ofregions and asset classes.

Material credit decisionsare made by the Credit Approval
Committee (CAC), a special bodyat the Managing Board
level. Everycreditdecision is strictly reviewed, discussed and
coordinated in accordance with BAWAG Group’s guidelines.
BAWAG Group'screditrisk managers have a diverse and
experienced backgroundspanning differentasset classes
with domestic and international business. Forloan
applications below a certain threshold, risk managers are
granted authoritytoapprove creditapplications.

Corporates & Public

31.12.2019 31.12.2018
72 116
53 38
16 20
45 54
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Particular riskconcentrations in the lending portfolio
A majorfocusofrisk managementin the Corporates & individual customer segments or from large

Public segment is centered on managing concentration industry/country/foreign currency e xposures.
risk.Concentration risk arises from large exposures in

Currency distribution of thelending and securities portfolio

Book value in %
ﬁféﬁ‘i’lmﬁfs & Public 31.12.2019 31122018 31.12.2019 31.12.2018
EUR 9,980 10,729 76.3% 76.3%
usD 1,944 2,029 149% 14.4%
GBP 713 910 5.4% 6.5%
SEK 257 105 2.0% 0.7%
CHF 172 191 1.3% 1.4%
Others 10 101 0.1% 0.7%
Total 13,076 14,065 100.0% 100.0%
Corporates & Public assets — Regional dist ribution
Geographical distribution of the lending portfolio
31.12.2019 31.12.2018
o Others 3%
9% 8%
14% 14%
75% 75%
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Risk concentrations by industry segmentation

The presentation ofindustries is based on the Austrian Statistical Classification of Economic Activities, which is comparable
to the Statistical Classification of Economic Activities in the European Community, commonlyreferred to as ‘NACE’, the
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industry standard classification system used inthe European Union. The bank mayinternally use a different sector

classification in case the NACE system lacks sufficientdifferentiation ofindustries.

31.12.2019

in € million

Real Estate
Government
Services

Public Sector
Beverages, Food & Tobacco
Pharmaceuticals & Health Care
Engineering & B-2-B
Utilities

Leisure
Telecommunication
Automotive
Chemicals

B-2-C Products
Retail-Food
Leasing

Export Finance
Wood & Paper
Transport

Insurance
Commodity

Mining & Metals
Construction & Building Materials
Hotels

Investment Funds
Social Housing
Media

Gaming

NGO

Total

Asset Backed
Lending

4507
0

23
44

15

Public

131
2.063
171
871

3.353

Corporate
Lending

580
1.439
176
388
344
326
195
222
218
185
177
138
136
132
119
82
59
42
40
34
29
29
19
16
8
5.128

Total

5218
2.063
1.633
1.091
388
361
326
232
225
218
185
177
138
136
132
119
82

63

45
42
40
34

29

29

23

19

16

11
13.076
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31.12.2018
in€million

Real Estate

Services
Government

Public Sector
Beverages, Food & Tobacco
Engineering & B-2-B
Telecommunication
Pharmaceuticals & Health Care
Leisure

Utilities

Chemicals
Automotive

Leasing

B-2-C Products
Export Finance
Wood & Paper
Social Housing
Media

Transport

Mining & Metals
Commodity

Hotels

Insurance
Construction & Building Materials
InvestmentFunds
Retail -—Food
Gaming

NGO

Total
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Asset Backed
Lending

4.123
31

I W

o

Public

125
184
1.814
853

o O

3.103

Corporate
Lending

817
2.118
27
46
531
430
426
404
318
233
213
184
168
166
165
102

54
54
53
51
46
43
40
3B
26
17
10
6.765

Total

5.065
2.333
1.841
907
532
430
426
421
322
291
213
187
168
166
165
102
60

54

54

o8

51
46
43
40
39

26

17

13
14.065
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Treasury
Book value Investmentgrade

in€million 31.12.2019 31.12.2018 31.12.2019 31.12.2018
Banks 3,684 4,389 96.3% 95.2%
Sovereigns 4. 655 4358 100.0% 100.0%
CLOs 935 957 100.0% 100.0%
Others 281 485 81.8% 82.3%
Total 9,555 10,189 98.9% 98.7%

Treasuryactsas a service center for BAWAG Group’s
customers, subsidiaries and partners through treasury
activities and selected investmentactivities. The investment
strategy continuesto focus on investmentgrade securities
predominantly re presenting secured and unsecured bonds
of financials in Western Europe and the United States as
wellas select sovereign bond exposures. In addition, the
Bank alsoselectivelyinvests in structured credit (CLOs)
with high creditquality (AAA and AA) and which show a
high degree ofdiversification with respectto countries and
industries.

The investment portfolio ofthe segment Treasury amounts
to 50% of the total book value and is comprised 96.1% of

Geographical distribution of the securities portfolio”

31.12.2019
3%

10%

7%

80%

investment grade rated securities (2018:95.6%), ofwhich
74% were rated inthe single Acategoryor higher (2018:
82%). As of 31 December 2019, the portfolio had no direct
exposure to China, Russia, Hungary or South-Eastern
Europe. Directexposuretothe UK focuses on internationally
diversified issuers with solid credit quality. Exposure to
Southern Europe continuesto be moderate and comprises
shorter-dated, liquid bonds ofwell-known issuers. The
overall composition ofthe investment portfolio reflects the
strategy of maintaining high creditquality, short duration
and strongliquidityin orderto balance the goalsof
generating incremental netinterest income while also
minimizing fair value volatility.

31.12.2018
4%

10%

9%

77%
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Currency distribution of the lending and securities portfolio

Book value in %

in € million 31.12.2019 31.12.2018 31.12.2019 31.12.2018
EUR 9,215 9,960 96.4% 97.8%
uUSD 264 201 2.8% 2.0%
Others 76 28 0.8% 0.2%
Total 9,555 10,189 100.0% 100.0%
Corporate Center
The Corporate Centerincludes unallocated items related to corporate taxes are assigned to the Corporate Center as
supportfunctions forthe entire Group, accounting positions well. The focus of Corporate Center is set on non-business
(e.g.market values of derivatives) andselect results related related positions.
to subsidiaryand participation holdings. Regulatory charges
(exceptfordepositguarantee scheme contributions) and
59 | Market risk
Marketrisk isdefinedastherisk oflosses caused by open Market risk in the trading book
risk positionsin the marketandthe adverse developmentof
marketrisk factors (interestrates, foreignexchange rates, Sincethe Managing Board's resolution of September 2012,
equity prices, volatilities, credit spreads). Market risk can arise there has been no active proprietarytrading in the trading
in conjunctionwithtrading and non-trading activities. book and all newtransactions have onlyserved to close out

positions orreducerisk. In July 2019, the Managing Board
The primary market risk components for BAWAG Groupare resolved to transfer the remaining derivative positions from
interestrate and creditspread risk. Both risk categoriesare the trading book to the banking book in orderto reflectthe
measuredand monitored via sensitivity, value-at-risk (VaR) strategic focus ofthe derivatives businesson non-trading
and scenario-based approaches. In addition, the financial activities. The approval covered all derivatives of BAWAG
treatmentofthe positions is considered in the risk reporting. P.S.K.The remaining positions of S idwestbank AG fall

below theinsignificance threshold and expirein May 2020.

No trading activitiesare currently planned for the entire
group.
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Market risk in the banking book

The primarycomponents of market risk for BAWAG Group
are interest rate risk and credit spread risk.

Interest rate risk in the banking hook

Interestrateriskinthe bankingbookis the potential loss
resulting from net asset value changes and the future
development of net interestincome due toadverse interest
rate shifts.

The Strategic Asset Liability Committee (SALCO) has
assigned interest rate risk limits tothe Treasury & Markets
division in orderto manage the interest rate risk in terms of
anoptimalrisk/returnratioat the BAWAG Group level. The
Market & Liquidity Risk Managementdivision reportsto the
SALCO ona dailybasis forsomeareas as wellas monthly
atthe BAWAG Group level on limit utilization and the
distribution ofrisk.

The target interestrate risk structure defined bythe SALCO
isimplemented bythe Treasury & Markets division. BAWAG
Group usesinterest rate derivatives:

» toimplement theinterest risk strategy within the
requirements and limitsdefined bythe SALCO

» to manage the sensitivityofthe valuation result and the
revaluation reserve

» to hedgethe economicrisk position, therebytakingthe
accounting treatmentinto consideration

BAWAG Group uses hedge accounting pursuantto IAS 39.
The followingfairvalue hedge accounting methods are
currentlyused to mitigate market risks:

Micro fair value hedge
Hedgingoffinancial assetsor financial liabilities against
changes inits fairvalue. The decision oninstrumentsis to
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be assigned to micro hedge accounting is madein the
context ofthe overall interest rate risk position.

Portfolio fair value hedge (“EU carve-out”):

BAWAG Group has identified sight deposits in euros as a
portfoliothat is to be protected againstinterest rate risks.
These depositsare divided into time bucketsin accordance
with the expected repayment and interestrate adjustment
dates. BAWAG Group determines an amount ofliabilities
from the identified portfolio that corresponds tothe amount
to be hedged as the underlying for the portfoliofairvalue
hedge usinga bottom layerapproach. Atthe end 0f2019,
almost 25% ofthe total volume of sight deposits was
allocated toa portfolio fairvalue hedge.

In addition, contractuallyagreed interestrate capsand/or
floors embedded in financial assets (e.g.loan receivables
orsecurities) or liabilities (e.g. savings deposits) are
designated to portfoliofair value hedge accountingin order
to mitigate changes in fairvalue ofthese instruments
resulting from changesin interest rates. The decision on
the amountto be designated to portfolio fair value hedge
accountingis determined using a bottom layerapproach
and made inthe context ofthe overall interestrate risk
positionand limit framework .

Interestrate derivatives thatare not assigned to a hedge
accounting relationship are recognized at theirfairvalues.

Interestrateriskis measured using sensitivities based on
the present value ofa basis point (PVBP) concept. The
PVBP, whichis derived from the duration of interest-
bearingfinancial instruments, reflects theimpacton net
assetvalueresulting from an upward parallel shift ofthe
yield curves byone basis point (0.01%). The following table
depicts BAWAG Group’s interest rate risk sensitivitiesas of
31 December2019onthe basisofthe PVBP concept:
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Interest rate sensitivity

31.12.2019 <1Y 1Y-3Y 3Y_5Y
in €thousand

EUR 87 444 (150)
usSD 0 4) (5)
CHF 3 (8) 13

GBP 14 5 (6)
Othercurrencies 2 (10) (8)
Total 106 427 (157)
i?:llé 1&5&}3 <1y 1Y-3Y 3Y-bY
EUR (243) (351) (239)
UsD 20 17 2

CHF 4 (8) 0

GBP 20 14 1

Othercurrencies (1) (5) (14)
Total (200) (332) (251)

The impact upon the Profit or Loss Statementand Other
Comprehensive Income offair value changes arising from
interestrate changes is calculated and monitored
separately. The sensitivity of financial assets designated at
fairvalue through profit or lossamounted to plus€ 235
thousand on 31 December 2019 (average 2019: plus € 219
thousand, 31 December 2018: plus € 242 thousand). For
the fairvalue through other comprehensive income assets,
the sensitivityamountedto minus€ 222 thousand (31
December2018: minus € 311 thousand).

Furthermore, a value-at-risk calculation for BAWAG Group is
conducted within the framework ofthe Internal Capital
Adequacy Assessment Process (ICAAP) on a monthly basis.

5Y-7Y 7Y-10Y >10Y Total
(96) 317 50 651
0 (5) (5) (20)
(13) (8) (11) (24)
15 1 2 31
(1) 0 0 (16)
(94) 304 36 622
5Y-7Y 7Y-10Y >10Y Total
(204) (32) (242) (1,311)
(16) (%) (1) 17
4 (%) 9) (15)
0 1 4 39
(1) 0 0 (21)
(217) (42) (250) (1,291)

Credit spread risk in the banking hook

Creditspread riskin the banking book refers to the risk of
decreasingfairvaluesofsecuritiesand derivatives due to
changesin marketcreditspreads. The risk management
modelsemployed by BAWAG Group toaddressthisrisk have
been continuously refined. The credit spread risk is
measured onthe basis ofthe sensitivities (basis pointvalue).
The basis point value reflects the im pact on netassetvalue
resultingfroman upward parallel shift ofthe creditspreads
by one basis point (0.01%). The following table shows the
total creditspread sensitivity of BAWAG Group alongwiththe
breakdown byaccounting categoriesim pactingthe Profitor
Loss Statement and Other Comprehensive Income:



Credit spread sensitivity

in€thousand
Total portfolio
Financial assets at fair value through profit or loss

Financial assets at fairvalue through other comprehensive income

Financial assets at amortized cost

The risk indicators “value-at-risk” and “expected shortfall”
are also calculated and scenario calculations are run, both
ona monthlybasis.

Credit spreadrisk is alsotaken into account and limited for
BAWAG Groupas awhole inthe ICAAP andis part ofthe
Bank-wide stress tests.

All employed models are calibrated regularlyand validated
atleastonce peryearbyassessingthe assumptions and by
backtesting.

in €thousand usD
FX change(in %) (10) 10
Impact (460) 460

Formanaging FXrisks, BAWAG Group alsoapplies hedge
accounting pursuant to IAS 39.

Cash Flow Hedge

FX risk from the future creditspread income of BAWAG
Group’s foreign currency portfolios is mitigated by the
implementation ofa cash flow hedge for FX margins.
BAWAG Group appliesa bottom layer approach designating
defined amounts ofcash flows fora defined period oftime
as hedged item. Currently cash flows resulting from margin
income denominated in GBP,USD and CHF are hedged via
FX forwards. Followingtargethedge ratios for future FX
credit spread income apply:

» USD:70% ofnext 12 months USD credit spreadincome
» GBP:70% of next 36 months GBP credit spreadincome
» CHF:70% ofnext 36 months CHF credit spread income

BAWAG Groupalsoapplies the cash flow hedge for cross
currency basisrisk. The hedged riskis the FXrisk offuture
cashflows of notional and indicator-based payments
(‘referencerate’ —e.g.cash flows based on LIBOR rates)

943
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31.12.2019 31.12.2018
(2,136) (3,023)
(162) (184)
(1,341) (1,075)
(633) (1,764)

FXriskin the banking book

The extent of open foreign exchange positions in BAWAG
Group’s banking book is managed by conservative limits in
orderto ensure thatonlymarginal FXrisks are carried in
the banking book. Compliance with these limits is observed
onadailybasis.

The following table shows sensitivities offoreign currencies
due to the open currency positions. None ofthe currencies
poses a significant valuation risk.

GBP CHF Other FX
(10) 10 (10) 10 (10) 10
(943) (84) 84 (723) 723

including FX related lending spreads of BAWAG Group’s
foreign currency portfolios. BAWAG Group has
implemented a bottom layerapproach in regard to
notional/tenor ofthe hedged item. Therefore, the amounts
of hedged riskand hedginginstruments (crosscurrency
swaps) have to be adjusted and rolled over continuouslyin
regard to replaced/new business up to the dedicated
bottom layersin orderto meetthe bank’shedging
requirements. At the end of2019 approximately 65% and
60% of the total notional available have been designated to
Cash FlowHedgeaccountingofUSD and GBP
respectively.

Net Investment Hedge

A foreign currencyexposurealsoarises from the group’s
netinvestmentina subsidiarythathas a CHF functional
currencyandina subsidiarythat hasa USD functional
currency. The risk arises from the fluctuation in spot
exchangerates between the CHF andthe EUR and
betweenthe USDand the EUR,which causesthe amount
of the netinvestment to vary.
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The hedgedriskin the netinvestmenthedgeis the risk ofa
weakening CHF against the EUR orthe USD against the
EUR thatwill resultin a reduction in the carryingamountof
the Group’s netinvestmentinthe CHF functional currency
subsidiaryorinthe USD functional currency subsidiary,
respectively.

The fullamountofthe Group’s netinvestmentinits CHF
functional currency subsidiaryis hedged bya foreign
exchange swap between EUR and CHF (notional amount:
CHF 55 million (2018: CHF 0)), which mitigates the foreign
currencyrisk arising from the subsidiary’s net assets. Part
ofthe Group’s net investment inits USD functional
currencysubsidiaryis hedged bya foreign exchange swap
between EURand USD (notionalamount: USD 150 million
(2018: USD 0)), which mitigatesthe foreign currency risk
arising fromthe subsidiary’s net assets. The foreign
exchange swaps are designated as hedginginstruments for
the changesinthe value ofthe netinvestment thatis
attributable tochangesinthe EUR/CHF and EUR/USD spot
rates.

56 | Liquidity risk

Liquidityrisk is the risk of not being able to fulfill payment
obligationswhen they become due (dispositive liquidity
risk) oronly being able to meet these obligations at higher
refinancing costs (structural liquidity risk). Furthermore,
liquidity risk includes the risk thattransactions cannot be
closed orsold orthatdoing sois onlyachievableat a loss
because ofinsufficientmarket depth ordue to market
interruptions (market liquidity risk). The objective of
BAWAG Group’s liquidity risk management framework is to
ensure that BAWAG Group can fulfill its obligations at all
times and to manage liquidity risk within the risk a ppetite.

Liquidity riskmanagement framework

In accordancewith the ECB’s Supervisory Reviewand
Evaluation Process (SREP), BAWAG Group has
implemented an annual Internal Liquidity Adequacy
Assessment Process (ILAAP), which forms the basisforthe
Group-wide assessment, management and monitoring of
liquidity risks.

The Managing Board defines the liquidityand funding risk
strategyas well as the overall liquidity risk a ppetite. At least
once peryearthe Managing Board reviews the ILAAP and

The Group’spolicyis to hedge the netinvestment up to
100% of the net investment amount.

Concentrationrisk

All essential risk factors are incorporated within VaR
models/scenario analyses and stress testcalculations,
whichare applied to all tradingand bank book positions.
Instabilities of correlations which could resultinan
overestimation ofdiversification are taken into
consideration bythe fact that only correlations within a
specificrisk factor (interest, FX, volatilities) and (aftera
comprehensive analysis of empirical coefficients) between
interest raterisk in the banking book and creditspread risk
are employed, whereas no diversification beyond these is
assumed. Stress test results are also broken down,
calculated, reported and limited by risk factor categoryin
orderto identifyanycorrelations within a single risk factor.

approvesthe Group-wide limitframework and funding
plans.

The main decision-making bodyfor liquidityrisk is the
Strategic Asset Liability Committee (SALCQ), in which all
board members are represented. The SALCO is informed at
least once a month about the performance compared to
the risk metrics.

Treasuryis responsible for managing the overall liquidity
and funding position. Market & Liquidity Risk Management
actsasanindependent risk control functionand is
responsible forreviewing the ILAAP framework.

Liquidity strategy

BAWAG Group’s overall strategy has an explicit
commitmentto a deposit-based funding strategy. Retail
and corporate savings products have been the core part of
the funding strategy overthe years and will continue to be
the dominant source offunding forthe balance sheet. The
deposit baseis supplemented with a diversified strategy of
wholesale funding. BAWAG Group hasissued both
unsecured bonds as wellas bonds secured by mortgages.



Liquidity management
Liquiditymanagement is performed on a group-wide basis.

Formanaging short-term liquidity, a 30-day liquidity
forecastis prepared daily, which allowsforthe close
trackingand management ofthe short-term liquidity
position.

Fora mid-term perspective, a liquidity forecastfor the next
15 months is prepared and re ported monthlyto the SALCO.
As part ofthe forecast process, which takes scenario
analyses for planned measures and assumptions on
customer behaviorintoaccount, the development ofall
majorliquidity risk metrics is projected based on the
underlying business plansto ensure compliance with the
overallrisk appetite.

Long-term liquidity managementis conducted as part ofthe
annual planning process for the coming five years. Strategic
measuresare alsoanalyzed during the course ofthe year.

Liquidity stress testing

Liquidity stress testingand scenarioanalyses areapplied to
evaluate BAWAG Group’sliquidity position, determine the

Structure of the liquidity buffer

in€million

Balances at central banks

Securities eligible for Eurosystem operations
Otherassets eligible for Eurosystem operations
Short-term liquidity buffer

Other marketable securities

Total

CONSOLIDATED FINANCIAL REPORT

limit framework and calibrate the liquidity buffers. They
complement the operational liquidity management and the
mid- to long-term liquidity strategy.

Stress testing is conducted at the BAWAG Group leveland
the subsidiaries level and coversscenarios thatdifferin
length and severity (systemic stress, idiosyncratic stress,
combined stress). The resultsofthe stress tests are
reported to the SALCO monthly.

Liquidity buffer

BAWAG Group maintains a liquidity bufferto cover
unexpected liquidity outflows in a stress scenario. The
liquidity bufferis keptasa preventive measure against
liquidityrisk. The liquidity buffer consists ofa portfolio of
liguid assets which can be used to generatecashina
stress situation in orderto preventthe illiquidity ofthe
bank.BAWAG Group’s liquidity buffer onlyincludes assets
that can be liguidated with minimal execution risk within 30
days.The marketliquidityofthe liquidity buffer is tested
regularly.

The table below shows the liquidity buffer com position
based onthe market valuesofunencumbered assetsafter
a component-specific haircut.

31.12.2019 31.12.2018
5,801 4,363
1,885 4,405
1,544 209
9,230 8,977
1,389 1,307

10,619 10,284
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Maturity analysis of contractual undiscounted cash flows of financial assets and liabilities

31.12.2019 Contractual Lessthanl
in € million cashflows month
Liabilities

Deposits from banks (3,362) (1,014)

Deposits from customers (30,937) (27,281)

Debt securities issued (5,992) (16)
Subtotal (40,290) (28,311)
Derivative liabilities (665) (144)

Otheroff-balance-sheet

financial obligations U2 e
Total (42,952) (30,450)
31.12.2018 Contractual  Lessthanl
in € million cash flows month
Liabilities

Deposits from banks (4,335) (410)

Deposits from customers (30,708) (25,914)

Debt securities issued (5,051) (69)
Subtotal (40,094) (26,393)
Derivative liabilities (540) (8)

Other off-balance-sheet

financial obligations (ZL7E) \Z L7
Total (42,812) (28,579)

The table above shows the consolidated nominal (not
discounted) cashflowsincluding interest payments on
financial liabilities. They are assignedtotime bucketson the
basisoftheir contractual maturities. Deposits with non-
defined maturity profilesare presented in the shortest time
bucket. Inthe case ofcall or putoptions, the endofthe term
equalsthe next day onwhich the option can be exercised.

BAWAG Group maintains a conservative liquidity
management strategy, which is reflected in a strong
liquidity coverageratio (LCR) 0f146% at the end 0f2019.
BAWAG Group therebysignificantly exceeds the regulatory
LCRrequirement.

1-3 months 3 months 1-5 years More than
to1year 5years
(375) (625) (618) (730)
(514) (720) (1,531) (890)
(152) (694) (2,097) (3,033)
(1,042) (2,039) (4,246) (4,653)
(48) (33) (70) (371)
0 0 0 0
(1,089) (2,072) (4,317) (5,024)

3 months More than
1-3 months to1 year 1-5years 5 years
(446) (252) (2,482) (745)
(390) (542) (1,781) (2,081)
(30) (702) (2,483) (1,767)
(867) (1,496) (6,746) (4,592)
(35) (112) (307) (79)
0 0 0 0
(901) (1,608) (7,053) (4,670)

The year 2019 was characterized by a solid liquidity situation
as wellas stable core refinancing sources and a balanced

liability structure. The funding strategy is still focusedon
retail deposits.

In addition tothe strong deposit base, BAWAG Group issued
Tier 2 Notes with a € 400 million principal amountin March
2019. Furthermore, in Se ptember 2019 a Senior Non-
Preferred Note wasissuedwith principle amount of € 500
million. In the course 0f2019 BAWAG Group also issued two
mortgage-backed covered bondswith nominalvalue of €
500 millioneach.



57 | Non-financialrisk

BAWAG Groupapplies the Standardized Approachforthe
calculationofthe regulatory own fund requirements
accordingtoArticle 317 CRR to assess operationalrisk.
However, the realized operational risk losses over the last few
years were significantly lower thanthe regulatory ownfunds
requirements under the Standardized Approach. The
operational risk RWAs are assigned to the segments based
onrevenues.

Forthe purpose of ICAAP, a statistical model is used to
calculate the value-at-risk based on operational risk losses
and risk potential resulting from the annual risk control self-
assessments (RCSAs).

The losses resulting from operational risk are collected ina
centrallyadministrated web-based database within clearly
defined regulations and processes.

Keyrisk indicators (KRI) are implemented as additional
steeringinstruments toidentifyand forecast negative
trends ora changed risk profile in company workflows and
divisions/subsidiaries in a timely manner. Each KRl is
monitored via a traffic light system (green/yellow/red). For
KRIs with a red status, the definition and implementation of
appropriate countermeasures is mandatory.

Accordingto Austrian Banking Actsection 39 paragraph 6,
credit institutions must define a ppropriate criteria and
procedures in writing taking into consideration the nature,
scaleand complexity oftheir business activities. In addition, a
regular update is necessarytoavoid the risk of disregarding of
guidelinesas wellastorevealthe associated risksand to
keep such risks to a minimum (“BWG compliance”).

58 | Other risks
Participation risk

Participation risk includes potential losses in the fairvalue
of non-consolidated equity investments, potential write-offs
onthe carryingamountofinvestments and low profitability
of non-consolidated equity investments. Participation risk
does notinclude consolidated operating subsidiaries
becausetheirrisks are assessed separatelyaccordingto
the specificrisk types and accounted foras such.
Participation risk is considered as non-material.

CONSOLIDATED FINANCIAL REPORT

Using the RCSAs framework, all organizational units and
subsidiariesidentifyand assess their material processes,
operational risks, the risk ofdisregarding regulatory
requirements and the effectivenessoftheir control
measures on a yearly basis via a uniform framework. This
includes the assessment of individual control measures,
the estimation of probahilities and the extent oflosses
arising fromindividual risks. Ifthe risk potential exceedsa
defined limit, the implementation ofappropriate measures
is mandatory.

The identification and assessment of potential risks and
measuresin the case ofad hocissuesis realized through
clearlydefined processes, especially for outsourcingsand the
im plementation of new products.

Additionally, the Non-Financial Risk Management &
Regulatory Compliance division e nsures the comprehensive
and integrated management of all non-financial risks. This
setuphelps to address and mitigate potentially upcoming or
increased risks (e.g. reputationrisk, compliance risk) in a
timely mannerandto optimally use synergieswhen
implementing risk preventing measures. The Managing Board
receivesregular re ports aboutcurrentdevelopments in the
dedicated Non-Financial Risk and ESG Committee (NFR &
ESGC).

A clearorganizational structure and a uthorization levels form
the basis of o perational risk govemance. Additionally, a
consistentguideline and a risk-adequate internal control
system (including automated controlsembeddedin the IT
infrastructure) are in place to manage BAWAG Group’s
operational risk/non-financial risk.

Impairment tests are conducted everyyearto validate the
values ofthe equityinvestmentsin BAWAG Group’s
portfolio. These impairment testsare predominantly
completed onthe basisofthe planning projections
(budgeted financial statements —i.e. P&L, balance sheet
and cash flow) prepared for future periods bythe
management ofeach entity. The results indicated in the
projections are discounted usingrisk-adjusted rates. The
proportionate value ofthe entity based on BAWAG Group’s
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shareholding is then compared with the carryingamountof
the investment.

Contraryto the procedure described above, there are
simplified procedures forverysmall investmentsorifthe
book valueis covered bythe proportionate equityorother
value indicators, such as the substance value in the case of
real estate companies. The overall results ofthe
impairmenttests are reviewed and confirmed by the Credit
Risk Managementteam.

Macroeconomic risk

Macroeconomic risk covers potential losses, which are
induced byexposures to macroeconomic risk factors such
as a significant deterioration ofthe real GDP growth rate, a
significant increase ofthe unemployment rate ora
significant change ofthe inflation rate. Quantification ofthe
risk is performed on the basisofthe stress testimpacts on
P&L,consideringthe effects ofa substantially severe
scenarioon the entire bankinggroup profile. The severe
stress test scenariofrom the ECB/SREP stress testexercise
of 2018 was applied for2019.

Strategic risk

Strategicrisk refers tothe risk that business strategy is
focused onthe wrong markets orthat the development of

the marketsfalls shortofexpectations. BAWAG Group hasa
clearlydefined, well positioned business strategy with retail
business in DACH region as core element supported by
Corporate and public business. Further opportunistic
lending is performed in Western Europe and Northern
America.In connection with the international mortgage
portfolioswhich the Bank hasacquired,as wellas
acquisition ofnew subsidiaries in the leasing & factoring
business area, the Bank sees no strategic risk as detailed
due diligence processes have been performed regarding
the alignment with BAWAG Group’s business and risk
strategy. Due to close monitoringand reporting and
immediate compensating measures in case of negative
business development therisk level is assessed as not
material.

Capitalrisk

BAWAG Group hasa sound capital position asof December
2019 even aftertakinginto accountthe share buyback of

€ 400 million, as evidenced by the Total Capital Ratio level
0f17.01%.This ratio ensuresa comfortable bufferon top of
the minimum regulatory requirements aswell asthe defined
thresholdsfrom the recovery plan. Based on the current
capital levels thereis no capital shortfall, also in the case of
both capital decrease and RWAdownside occurring.
Therefore, the capital risk is classified as not material.
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ADDITIONAL DISCLOSURES REQUIRED BY AUSTRIAN LAW

59 | Fiduciary assets

in € million
Fiduciary assets
Receivables from customers
Fiduciary liabilities
Deposits from creditinstitutions
Deposits from customers

31.12.2019 31.12.2018

91 135
91 135
91 157
80 151
11 6

60 | Breakdown of securities pursuant to the Austrian Banking Act (BW G)

The followingtable breaks down securitiesin accordance with section 64 paragraph 1 line 10andline 11 BWG as 0of31

December 2019 (IFRS figures):

Not listed

in € million
Bondg ;md other fixed-income 1332
securities
Shares and othervariable- 087
income securities
Shares inassociates and 133
othershares
Shares in non-consolidated

o 11
subsidiaries
Total securities 1,763

The securities shown in the table are mainly non-current
assets.

Total
3,550

88

3,638

The difference betweencarryingamountsand lower repay-

mentamountsfor the purposes of section 56 paragraph
2 BWG amounted to € 18 million (2018: € 27 million). Th

e

difference between carryingamounts and higher re payment
amounts for the purposes of section 56 paragraph 3 BWG

amounted to € 4 million (2018: € 8 million).

Ownissues amountingto a repaymentamountof€ 731
million and bonds and other fixed-income securities
amountingto a repayment amount of € 312 million will
comedue in 2020 underthe corresponding contracts.

Listed

Other BAWAG Group
At amortized cost measurements Total 2019
507 3,043 4,882
- 88 375
= - 133
= - 11
507 3,131 5,401

Subordinated and supplementary capital lia bilities are
primarilyissued inthe form of securities. These securities
are all bulletbonds. Supplementaryand subordinated
capital bondsare subscribed by private Austrian and
German investors and sold to major domestic and
international investors.

As of 31 December 2019, the average weighted nominal
interest rate on supplementaryand subordinated capital
bonds issued by BAWAG P.S.K.AG was 6.84% (2018:
6.84%), and the average remainingtermto maturitywas
3.6 years (2018:4.6years). The supplementary capital
bond (Tier Il) issued by BAWAG Group AG has a fixed
coupon of2.375% and maturesin 2029.
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61 | Collateral received

Different types of collateral have been pledged to BAWAG million (2018: € 398 million) and paid consideration
Group as part ofits business transactions. To reduce credit (collateral deals) in the amount of € 68 million (2018: € 34
risk for derivative instruments, the Bank received million).

consideration (collateral deals) in the amount of € 565
Collateralized on- Collateralized off-

balance-sheet balance-sheet Total

in€million claims claims
Financial collateral

Stocks 5 - 5

Cash deposits 135 1,299 1,434

Bonds 4 - 4
Real estate

Commercial properties 818 9 827

Private properties 9,714 95 9,809
Personal collateral

Guarantees 1,410 26 1,436
Otherformsofcollateral

Assignment ofclaims 5 - 5

Life insurance policies 9 1 10
Collateral received 12,100 1,430 13,530

62 | Human resources
Headcount — salaried employees

31.12.2019 31.12.2018
Numberofemployeeson reportingdate 4,353 4,141
Average numberofemployees 4,367 4,108

Full-time equivalents — salaried employees

31.12.2019 31.12.2018

Numberofemployeeson reportingdate 3,696 3,474
Average numberofemployees 3,694 3,439
Active employees? 3,249 2,999
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63 | Branches

in € million
Name ofbranch

Businesssegment

Countryofresidence
Netinterestincome

Operating revenue?

Number offull-time employees
Profit/Loss before taxV
Incometaxaccrued
Governmentaid received

CONSOLIDATED FINANCIAL REPORT

31.12.2019
BAWAG P.S K.
International
Corporates &
Public
Great Britain
0.0
55.3
33.0
22.1
4.2
0.0

31.12.2018
BAWAG P.S K.
International
Corporates &
Public
Great Britain
0.0
59.3
30.0
29.7
5.8
0.0

Due to the size ofthe UK branch of BAWAG P.S .K.and the fact thatbusinessactivities in the UK are carried out by the
branchasanagentforBAWAG P.S .K., the effects of Brexit will cause a minor organizational im pact.

in € million
Name ofbranch

Businesssegment
Countryofresidence
Netinterestincome

Operating revenue
Numberoffull-time employees
Profit/Loss before tax
Incometaxaccrued
Governmentaid received

The easybank branchin Germany closed its operationsas of31 December 2018.

64 | Trading book

31.12.2019

BAWAG Group maintains a securitiestrading book, which breaks down byvolume as follows:

in € million
Derivative financial instruments in the trading book (nominal value)
Trading book by volume

31.12.2019
3
3

31.12.2018

easybank branch

Germany
Retail & SME
Germany
0.0

0.0

5

(2.7)

0.0
0

31.12.2018
3,913
3,913
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65 | Geographical regions

Gross income of BAWAG Group relates to the following geographical regionsaccording to IFRS 8:

in € million Austria
Interestand similarincome 592.0
Income from securitiesand equity interests 2.7
Fee and commission income 322.1
Gains and losses on financial instruments 755
Otheroperatingincome 195

66 | Other disclosures required by BW G and Austrian GAAP (UGB)

The StatementofFinancial Position entryfor Land and
buildingsincludesland with a carryingamount of

€ 39 million (2018: € 174 million). The decrease compared
to the previous year can mainly be attributed to the
requalification ofthese properties into investment
properties.

The Statement of Financial Position as of 31 December 2019
containsaccruedintereston supplementary capital bondsin
the amountof€ 7 million (2018: € 0 million).

Expensesforsubordinated liabilities amounted to € 27
million (2018: € 32 million).

Expensesfor BAWAG Group’s group auditorin the current
financial yearamount to€ 2.0 million (2018:€ 2.3 million)

\ENOS[OH‘T North America ROS{O,HhO Total
urope world
389.3 104.1 68.7 1,154.1
09 0.0 0.0 3.6
50.8 0.2 16 374.7
(4.6) 0.0 (0.2) 70.7
915 0.0 0.0 111.0

and comprise auditfeesin the amountof€ 1.5 million
(2018:€ 2.2 million), taxadvisoryfees of € 0.0 million
(2018:€ 0.1 million)as wellas otheradvisoryfees in the
amount of€ 0.5 million (2018: € 0.0 million).

As of 31 December 2019, the return ontotal assets in
accordance with section 64 paragraph 1 item 19 BWG
amountsto 1.01% (2017:0.98%).

BAWAG Group usesthe Internet asthe medium for
publishingdisclosures under section 65 BWG and the
Disclosure Regulation. Details are available on the website
of BAWAG Group at https://www.bawaggroup.com/financial-
results.



67 | Own funds of BAWAG PS.K. AG (individualfinancial institution)
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The followingtable depicts the composition of BAWAG P.S .K. AG’s AGAAP own funds applying transitional rulesas 0f31

December2019and 2018 accordingto CRR:

in € million

Share capital

Reservesincluding profit forthe fiscal year
Deduction ofintangible assets

IRB risk provision shortfalls

Common Equity Tier |

Additional Tier |

Supplementaryand subordinated debt capital
Deduction participations

Excess IRBrisk provisions

Tier 11

Own funds

68 | Date of release for publication
The Group financial statements were approved by the

Managing Board for submission tothe Supervisory Board
on 13 March 2020. The Supervisory Board is responsible

69 | Events afterthe reporting date

31.12.2019 31.12.2018

250 250
2258 2,276
(126) (122)
(71) (30)
2,311 2,374
300 300
516 111
(24) (22)

; 4
492 93
3,103 2,767

for reviewingand acknowledging the Group financial
statements.

easyhank AG/Pa-Zweiundsechzigste WT Bet eiligungsverwaltungs GmbH

By decision of 20 February 2020, the merger ofeasybank

AG and Pa-Zweiundsechzigste WT Beteiligungsverwaltungs

GmbH with BAWAG P.S .K. AG was approved bythe ECB.

Coronavirus-COVID-19

The outbreak ofthe coronavirus COVID-19 will mostlikely
have animpactonthe economies weare doing business
in. Giventhe uncertaintieson scope and lengthas wellas
the ongoing developments, we cannotgive anyaccurate or
reliable estimates on potential quantitative im pacts
currently. This mayresultinan overall challenged and

The mergeris expected to be entered in the Austrian
commercial registerat theend of March 2020.

volatile market environment. We will closely monitor the
development and we will workto addressto the bestofour
abilityduring the course ofthe year.

239



BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

13 March 2020
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Anas Abuzaakouk David O’Leary
Chief Executive Officer Member of the Managing Board
7
q// '
e
>
EnverSirucic Andrew Wise
Member of the Managing Board Member of the Managing Board
Stefan Barth SatShah
Member of the Managing Board Member of the Managing Board
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STATEMENT OF ALL LEGAL REPRESENTATIVES

“We confirmto the bestofourknowledge that the
consolidated financial statements give a true and fair view
of the assets, liabilities, financial position and profit orloss
of the group asrequired bythe applicableaccounting
standardsand that the group management reportgives a

13 March 2020

/%ﬁ%(/

Anas Abuzaakouk

Chief Executive Officer

7

EnverSirucic
Member of the Managing Board

/HAJ

Stefan Barth
Member of the Managing Board

true and fairview ofthe developmentand performance of
the businessand the position ofthe group, togetherwith a
description ofthe principal risksand uncertainties the
groupfaces.”

=)

David O’Leary
Member of the Managing Board

2

Andrew Wise
Member of the Managing Board

SatShah
Member of the Managing Board
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BOARDS AND OFFICERS OF BAWAG GROUP AG

MANAGING BOARD OF BAWAG GROUP AG AS OF 31 DECEMBER 2019

Anas ABUZAAKOUK
Chairman of the Managing Board of BAWAG Group AG from 19 August 2017

StefanBARTH
Member of the Managing Board of BAWAG Group AG from 19 August 2017

David O’LEARY
Member of the Managing Board of BAWAG Group AG from 19 August 2017

Sat SHAH
Member of the Managing Board of BAWAG Group AG from 19 August 2017

Enver SIRUCIC
Member of the Managing Board of BAWAG Group AG from 19 August 2017

Andrew WISE
Member of the Managing Board of BAWAG Group AG from 19 August 2017
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SUPERVISORY BOARD OF BAWAG GROUP AG AS OF 31 DECEMBER 2019

Chairman

Egbert FLEISCHER

(from 12 December 2019,
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AUDITOR’S OPINION

AUDITOR’S OPINION

REPORT ON THE CONSOLIDATED FINANCIALSTATEMENTS

Audit Opinion

We have audited the consolidated financial statements of
BAWAG Group AG, Vienna, Austria and its subsidiaries
("the Group"), which comprise the consolidated Statement
of Financial Positionas at 31 December2019,and the
Consolidated Statementof Profit or Lossand Other
Comprehensive Income, Consolidated Statement of
Changesin Equityand Consolidated Statement of Cash
Flows forthe yearthen ended, and the Notesto the
Consolidated Financial Statements.

In ouropinion, the consolidated financial statements
presentfairly,inall material respects, the consolidated
financial position ofthe Groupasat31 December 2019,
and its consolidated financial performance and
consolidated cash flowsforthe yearthenendedin
accordance with the Austrian commercial and banking law
aswellas the International Financial Reporting Standards
(IFRSs)as adopted bythe EU, and the additional
requirements pursuantto Section 245a UGB and Section
59a BWG.

Basis for our Opinion

We conducted ourauditinaccordance with the EU
Regulation 537/2014 ("AP Regulation") and Austrian
Standards on Auditing. These standards require the audit
to be conducted in accordance with International
Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the "Auditor’s
Responsibilities" section ofourreport. We areindependent
of the audited Group in accordance with Austrian company
law and professional regulations, and we have fulfilled our
otherresponsibilities underthose relevant ethical
requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basisfor
ourauditopinion.

Key Audit Matters

Keyaudit matters arethose mattersthat, inour
professional judgment, were of most significance in our
audit ofthe consolidated financial statements. These
matterswere addressed in the context ofouraudit ofthe
consolidated financial statements as a whole, however, we
do not provide a separate opinion thereon.

We have identified the following key audit matters:
1. Valuation ofloans and advances to customers

2. Valuation ofclaims and provisions from litigation with
Cityof Linz

3. Initial recognition ofassetsand liabilities froma
business combination

Valuation of loans and advances to customers

A breakdown offinancial assetsat amortized costas wellas
impairments (Stage 1, Stage 2 and Stage 3) is provided in
Note 15" Atamortized cost".

Risk to the Consolidated Financial Statements

The receivables from customersamountto EUR 30.5 bn
and are mainlycomprised ofthe segments "Retail & SME"
and "Corporates & Public".

The bank evaluates in the context of credit risk
management whether default events exist and specific loan
loss provisions need to be recognized. This includes an
assessment whether customers are able to meet their
contractual liabilities in full.

The calculation ofthe risk provision for defaulted
individually significant customers is based on an analysis of
the estimated scenario-weighted future recoveries. This
analysisreflectsthe assessmentofthe economic situation
and developmentofthe individual customer, the valuation
of collateral and the estimation ofthe amount and timing of
future cashflows derived thereof.

The bank calculatesthe loan loss provision for defaulted
individually not significant customers automaticallyon the
basis ofunpaid instalments and continuous overdraft of
currentaccounts. This automatically calculated general
loanlossprovision is determined either by days past due or
alegalcase aswellas corresponding general provisioning
levels. The parameters used in the valuation model are
based on statistical assumptions.

Forall non-defaulted loans and off-balance exposures a
loan losscredit provision forexpected credit losses ("ECL")
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isrecognized. The basisforthe loan loss credit provision is
the 12-month-ECL (Stage 1). In Case ofa significant
increasein credit risk ("SICR"), the ECL is calculated on a
lifetime basis (Stage 2).

The calculation of ECLs is highlydependent on
assumptionsand estimates, which include rating based
probabilities ofdefault("PD") and loss given default ("LGD")
thatare derived from currentand forward-looking
information.

The risk to the consolidated financial statements results
from the fact that the staging transferas well asthe
calculation ofthe provisioningamounts significantly
dependontheassumptions and estimates stated above,
leadingto margins ofdiscretionsand estimate uncertainty
with regard to theamount ofthe provision.

Our Audit Approach

» We have analyzed the existingdocumentation regarding
the processesofmonitoringand therisk provisioning for
customerloans and criticallyassessed whether these
processes are suitable to identify im pairment triggers
andto adequately reflect the valuation ofloans and
advancesto customers. Moreover,we have evaluated
the process workflows aswell as significantcontrols by
inspectingthe IT-Systems and testingthe design and
implementation ofkey controls. Furthermore, we have
evaluated the effectiveness of key controls through
sampletesting.

» We have examined whether there were anyindicators of
loan defaults onthe basis ofa sample ofloansfrom
different portfolios. The selection ofthe sample was
performed risk-oriented and with special regard to
ratingsand industries with higher probability of default
risk. Fordefaults —referred to outstanding Blankoobligi
—ofindividually significant loans in samples we
assessed the bank’sassumptions with respectto
conclusiveness, constituencyand consistency.

» We have analyzed the bank’s documentation and
methodology of ECLs iftheycomplywith the
requirements of IFRS 9. Based onthe bank’s
backtesting ofvalidations ofactual parameters, we have
evaluated theadequacyofthe models used to calculate
ECLs. Additionallywe have assessed the adequacy of
PDsand LGDsbased onthe 12-month and lifetime
models, in particular the suitability ofthe statistical

models and parametersused as wellasthe
mathematical functionality. Furthermore we have
analyzed stagingtransferand parameters including the
selection and assessmentregarding forward-looking
estimates. We have involved our internal financial
mathematicians and financial risk management
specialiststo re-calculate the loan loss credit provisions
basedonthebasis ofa sample. Lastlywe have
consulted ourinternal IT-specialiststo assess the
effectiveness ofautomated controls ofthe underlying IT-
systems ofthe model.

» Finally,we assessed whetherthe disclosuresonthe
measurementofreceivables from customers in the
notes tothe consolidated financial statements are
appropriate.

Valuation of claims and provisions from litigation with City
of Linz

Management describes the uncertainty of estimates and
the course of the litigation with regard to a Swiss Franc
swap with the City of Linz in the Note 1 "Accounting
principles" section "Latitude of Judgment and
Uncertainty of Estimates — City of Linz".

Risk to the Consolidated Financial Statements

Since November2011, BAWAG PS.K.isengagedina
lawsuit with the Cityof Linz in connection with this Swiss
Franc swap. CityofLinz hasfiled a lawsuitat the
Commercial Court of Vienna (Handelsgericht Wien) against
BAWAG P.S K.claiminga payment of CHF 30.6 million.
BAWAG P.S .K.filed a (counter)suitagainst the CityofLinz
to enforceits contractual entitlements in the amountof
EUR 417.7 million.

The claimagainst the CityofLinz is presented underthe
receivables from customers and amounts tothe market
value ofthe swap onthe dateofearlytermination. The
assessment ofthe carrying amount ofthe receivables was
based on management estimate taking into consideration
the risks related to this assessment. These estimates
comprisetheduration and costs ofthe lawsuitaswellas its
outcome, especially from negligentactions fromone ofthe
partiesas well asassumptions regarding claims resulting
thereof. Management based its assessmentforthe
valuation and the related uncertaintieson legal opinions
from external legal counsels, who representthe bank
legally,as wellas opinions ofthe internal legal de partment



andthe analysisofthe professional opinionsofthe
appointed courtexperts.

The risk to the consolidated financial statements results
from the assessment ofthe above -mentioned factors,
especiallythe probability of success ofthe ongoing litigation
andthe amount and timingofcash flows arising from the
lawsuit. Moreover, the lawsuit has gained increased public
and political interest. The proceedingis already ongoing for
severalyears.In 2020 the courtissued a non-final interim
judgement (Zwischenurteil) in which it held that the swap
agreementis void. A decision on the mutual payment
claims hasnot yet been made. Thus, the valuation ofthe
claims and provisions fromthe lawsuit against the City of
Linz are affected by estimate uncertainties.

Our Audit approach

We have evaluated whether the valuation ofthe claims
againstthe CityofLinz as well as provisions connected to
the lawsuithave been determined adequately and whether
the estimates with regard to this litigation are appropriate.

We have criticallyassessed the estimations ofthe board
and ofthe bank’sinternaland external legal experts. We
have obtained and analysed statements ofthe involved law
firms addressingthe state ofthe lawsuit. We have analysed
whethertheamountofthe claimis consistent with the
contractual terms and the market parameterson the
closuredateas wellaswhetherthe assumptions for the
valuation ofthe claimonthe reporting date are consistent
with the currentassessment ofthe progress ofthe litigation
and current market parameters. We have consulted our
internal legal experts to analyse the experts’ statements
provided.

Finally,we have evaluated whetherthe disclosuresin Note
1 "Accounting principles"' section "Latitude of Judgment
and Uncertainty of Estimates—CityofLinz" are adequate.

Initial recognition of assets and liahilities from a business
combination

The bank acquired 100 % of the shares of BFL Leasing
GmbH, Germany, on 2 May 2019 (date of acquisition) for

AUDITOR’S OPINION

a purchase price of EUR 44.8 million, 99.632 % and
afterwards 0.358% ofthe shares of Zahnarztekasse AG,
Switzerland, on 1 March 2019 (date ofacaquisition) for a
total purchase price of EUR 49.5 million and 100 % of
the shares of Health Coevo AG, Germany, on 1 May 2019
(date ofacquisition) for a purchase price of EUR 24.8
million. The bank describes this transaction in Note 35
"Major changes in the Group’s holdings". Further
disclosures on the determination of fair values is given in
Note 1 "Accounting policies" section "Latitude of
Judgment and Uncertainty of Estimates".

Risk to the Consolidated Financial Statements

Acquired assets and assumed liabilities identified as part of
the purchase price allocation areto be recognized at fair
value at the time ofacquisition. The identification and
determination offairvalues ofassets and liabilitieson the
acquisition date depend on management’s estimates,
assumptionsand valuation models. Such estimates and
assumptionsin particularinclude the valuation of
receivables from and payablesto customers and credit
institutions.

The risk to the consolidated financial statements results
from the recognition and the valuation ofthe identified
assets and liabilities acquired in connection with the
purchase price allocation, which are significantly
influenced by management’s estimate and margins of
discretions.

Our Audit approach

» We have analysed the purchase agreementand
assessed whetherthe criteria for control ofthe acquired
companies were met and the definition ofa business
combination is fulfilled on the acquisition date.

v

We have assessed the assumptions, plans and valuation
models used bythe Bank todeterminethefairvaluesof
the individual items with the involvementofour
valuation specialists. We have analysed whetherthe plan
values and underlying assumptions are consistentand
conclusive and whetherthe discountratesused are
within a reasonable range of publiclyavailable
information and market data. In addition, we have
reconstructed the mathematical mode ofoperation of
the modelsand the accompanying random sampling of
the arithmetical accuracyofthe fairvalues.

247



248

BAWAG GROUP CONSOLIDATED ANNUAL REPORT 2019

» Finally,we have analysed theadequacyofthe
disclosure in connection with the business combinations
provided in the notes to the consolidated financial
statements.

Responsibilities of Management and the Audit Committee for
the ConsolidatedFinancial Statements

Management is responsible forthe preparation and fair
presentation ofthe consolidated financial statementsin
accordance with International Financial Reporting
Standards (IFRSs) as adopted bythe EU and additional
requirements pursuantto Section 245a UGB and Section
59a BWG and for such internal controls as manage ment
determines are necessaryto enable the preparation of
consolidated financial statements that are free from
material misstatement, whether due to fraud orerror.

Management is also responsible forassessing the Group’s
abilityto continue asa goingconcern, disclosing,as
applicable, matters related to going concern and using the
going concern basis ofaccounting, unless management
eitherintentsto liquidate the Group orto cease operations,
orhas no realistic alternative but to do so.

The audit committeeis responsible for overseeing the
Group’s financial re porting process.

Auditors’ Responsibilities

Ourobjectivesare toobtain reasonable assurance about
whetherthe consolidated financial statementsas a whole
are free from material misstatement —whether due to fraud
orerror—andtoissue anauditor’sreport thatincludes our
audit opinion. Reasonable assurance representsa high
level ofassurance, but provides no guarantee that an audit
conducted inaccordance with the AP Regulation and
Austrian Standards on Auditing (and therefore ISAs), will
always detecta material misstatement, ifany.
Misstatements mayresult fromfraud orerrorand are
considered material if, individuallyorin aggregate, they
could reasonably be expected toinfluence the economic
decisions ofusers taken on the basis ofthese consolidated
financial statements.

As partofanauditinaccordancewith the AP Regulation
and Austrian Standards on Auditing, we exercise

professional judgmentand maintain professional
skepticism throughout the audit.

Moreover:

» We identifyand assess therisks of material
misstatementin the consolidated financial statements,
whetherdue tofraud orerror,we design and perform
audit proceduresresponsive tothose risks and obtain
sufficientand appropriate audit evidence toserveas a
basis forouraudit opinion. The risk ofnot detecting
material misstatements resulting from fraud is higher
thanforone resulting from error, as fraud mayinvolve
collusion, forgery, intentional omissions,
misrepresentationsoroverride ofinternal control.

» We obtain an understanding ofinternal control relevant
tothe auditin orderto design auditproceduresthat are
appropriatein the circumstances, but not forthe
purpose ofexpressing an opinion on the effectiveness of
the Group's internal control.

» We evaluate the appropriateness ofaccounting policies
used and the reasonableness ofaccounting estimates
and related disclosures made by management.

» We conclude onthe appropriateness of management’s
use ofthe going concern basis ofaccountingand, based
onthe audit evidence obtained, whethera material
uncertainty existsrelated to events or conditions that
may cast significantdoubt on the Group’s ability to
continueas a goingconcern. If we conclude thata
material uncertainty exists, we arerequired to draw
attention in ouraudit report to the respective noteinthe
consolidated financial statements. Ifsuch disclosures
are notappropriate, we will modify our audit opinion.
Ourconclusionsare based on the audit evidence
obtained up to the date of ourauditor’s re port. However,
future eventsorconditions maycausethe Group to
cease tocontinue asa goingconcern.

» We evaluate the overall presentation, structure and
contentofthe consolidated financial statements,
includingthe notes,and whether the consolidated
financial statements re present the underlying
transactions and eventsina mannerthat achieves fair
presentation.

» We obtain sufficientappropriate auditevidence
regardingthe financial information ofthe entities and



v

v

business activities within the Group to express an
opinion onthe consolidated financial statements. We are
responsible forthe direction, supervision and
performance ofthe group audit. We remain solely
responsible forouraudit opinion.

We communicate with the audit committee regarding,
amongst other matters, the planned scope and timing of
ourauditas well as significantfindings, includingany
significant deficiencies in internal control that we identify
during ouraudit.

We communicate to the audit committee that we have
complied with the relevant professional requirementsin
respect ofourindependence, thatwe will report any

v
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relationshipsand other eventsthat could reasonably
affect ourindependence and, where appropriate, the
related safeguards

From the matters communicated with the audit
committee, we determine those matters that were of
most significanceinthe auditi.e. keyaudit matters. We
describe these keyaudit matters in ourauditor’'sreport
unless lawsorotherlegal regulations preclude public
disclosure about the matterorwhenin veryrare cases,
we determinethat a matter should not be included in
ouraudit report because the negative consequences of
doing so would reasonably be expected to outweigh the
public benefits of such communication.
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REPORT ON OTHER LEGAL REQUIREMENTS

Group Management Report

In accordance with Austrian companylaw, the group
management reportis to be audited asto whetheritis
consistent with the consolidated financial statementsand
prepared in accordance with legal requirements.

Management is responsible forthe preparation ofthe group
management reportin accordance with Austrian company
law.

We have conducted ouraudit inaccordance with generally
accepted standardsonthe auditofgroup management
reports asappliedin Austria.

Opinion

In ouropinion, the group managementreport is consistent
with the consolidated financial statementsand has been
prepared inaccordance with legal requirements. The
disclosures pursuant to Section 243a UGB (Austrian
Commercial Code) are appropriate.

Statement

Based onourknowledge gained in the course ofthe audit
of the consolidated financial statements and our
understanding ofthe Group and its environment, we did
not note any material misstatements in the group
management report.

Other Information

Management is responsible for otherinformation. Other
information is all information provided in the annual re port,
otherthanthe consolidated financial statements, the group
management report, and the auditor’sreport.

Ouropiniononthe consolidated financial statementsdoes
not coverotherinformationand we do notprovideany
assurancethereon.

In conjunction with ouraudit, itis our responsibility to read
this otherinformation and to assesswhether, based on
knowledge gained during our audit, it containsany material
inconsistencies with the consolidated financial statements
orany apparentmaterial misstatement offact. If we
concludethatthereis a material misstatement offactin
otherinformation, we mustreport thatfact. We have
nothingto reportinthis regard.

Additional Inf ormation in accordance with Article 10 AP
Regulation

At the Annual General Meetingdated 3 May 2018, we were
elected as group auditors. We were appointed bythe
SupervisoryBoardon 8 May2018.

0On 30 April 2019 we were elected as group auditors for the
yearended 31 December 2020. We were appointed bythe
SupervisoryBoard on 20 May2019.

We have beenthe Group’sauditorsfrom theyearended 31
December 2015, withoutinterruption.

We declare that ouropinion expressed in the "Reporton
the Consolidated Financial Statements" section ofour
reportis consistentwith ouradditional reportto the Audit
Committee, inaccordance with Article 11 AP Regulation.

We declare that we have not provided any prohibited non-
audit services (Article 5 Paragraph 1 AP Regulation) and
that we have ensured ourindependence throughout the
courseofthe audit, from the audited Group.

Engagement Partner

The engagement partneris Mr. Bernhard Mechtler
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Engagement Partner

The engagement partneris Mr Bernhard Mechtler.

Vienna, 13 March 2020

KPMG Austria GmbH
Wirtschaftsprifungs- und Steuerberatungsgesellschaft

signed by:
Bernhard Mechtler
Wirtschaftsprifer
(Austrian Chartered Accountant)

This report is a translation of the original report in German, which is solely valid. The consolidated financial statements together with our auditor's opinion may
only be published if the consolidated financial statements and the managementreport are identical with the audited version attached to this report. Section
281 paragraph 2 UGB (Austrian Commercial Code) applies
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DEFINITIONS

Key performance indicator
After-taxearnings per
share

Average interest-bearing
assets

Basic earnings pershare
Book value pershare
Common equity

Common Equity
Tier1 (CET1)capital

Common Equity
Tier1 (CET1)ratio

Core revenues

Cost-income ratio (CIR)

Customerloans

Diluted earnings pershare

Interest-bearing assets

Leverage ratio

Definition/ Calculation
Net profit/weighted average
diluted number ofshares
outstanding

Month-end interest-bearing
assets/numberof months

(Net profit- AT1 dividend) /
weighted average number of
shares outstanding
Commonequity (excluding AT1
capital and dividends) /number
ofsharesoutstanding
Equityattributable to the
ownersofthe parent

Based on IFRS CRR regulatory
figures (BAWAG Group),
excluding anytransitional
capital (fully loaded)

Common Equity Tier 1 (CET1)
capital/risk-weighted assets

The total of net interest income
and netfee and commission
income

Operating expenses/operating
income

Customerloans measured at
amortized cost

(Net profit- AT1 dividend) /
weighted average diluted
number ofsharesoutstanding
Financial assets + Assets at
amortized cost—Assets at
central banks

Tier 1 capital/total exposure
(calculationaccordingto CRR)

Explanation
After-taxearnings pershareis the portion of net profit per
everyindividual share (diluted) ofthe stock.

Average of month-end interest-bearing assetswithin the
quarterorthe yearis used for calculating net interestmargin
andrisk cost ratio (see KPIs below)

After-taxearnings pershareis the portion ofnet profit
(excluding AT1 dividend) pereveryindividual share ofthe
stock.

Book value pershare representsthe totalamountof common
equitydivided bythe numberofsharesoutstandingat the end
of the period.

Common equityas presented in the consolidated financial
statements

CETI1 capitalis defined by the CRR and represents the highest
qualityofcapital. It therefore only comprises capital
instrumentsthat are available tothe bank for unrestricted and
immediate useto coverrisks orlossesas soonas theyoccur.
The higherthe bank’s CET1 capital, the higherits resilience
againstsuchrisks orlosses.

The CET1 ratio is one ofthe most im portant regulatory metrics
and demonstrates the bank’s financial strength by providing a
measureforhow well a bank can withstand financial stress.
The ratio is consistently monitored to ensure compliance with
regulatoryminimum requirements. Before any business
opportunitiesare entered into, theyare thoroughly assessed
with regard to theirimpact onthe CET1 ratio.

Core revenues total the line items netinterest income and net
fee and commission income and demonstrate the success of
the bank inits core activities.

The cost-incomeratio shows the company’soperating
expenses inrelation to itsoperatingincome. The ratiogives a
clearviewofoperational efficiency. BAWAG Group usesthe
cost-incomeratio asan efficiency measure for steeringthe
bank and foreasilycomparing itsefficiency with other
financial institutions.

The book value of customerloans measured at amortized
cost.

After-taxearnings pershareis the portion of net profit
(excluding AT1 dividend) pereveryindividual share (diluted)
of the stock.

Interest-bearing assets comprise the line items Financial
assets and Assetsat amortized costexcluding Assetsat
central banks

The leverageratiois a regulatory metric and expresses the
relationship between the bank’s Tier 1 capital and its total
exposure, where total exposure includes on-balance and
certain off-balance exposures but not on a risk-weighted basis.
The ratio provides a metric to judge how leveraged a bankiis.
The higherthe leverage ratio, the lowera bank is leveraged
andthe higherthe likelihood ofa bank withstanding ne gative
shocks toits balance sheet.



Liquidity coverage ratio
(LCR)

Loan-to-Value (LTV)

Netinterest margin

Net profit

NPL ratio

NPE ratio

NPL coverageratio
NPL LLP coverage ratio
Off-balance business

Operating income

Operating profit

Pre-taxearnings pershare

Return on common equity

(RoCE)

Return ontangible common

equity (RoTCE)

Liquid assets/net liquid

DEFINITIONS

The liquidity coverageratiois a regulatory metric thatensures

outflows (calculation according that banks maintain adequate levels ofliquidity, i.e. sufficient

to CRR)

Mortgage loans /appraised
value (market value) ofthe

property

Netinterestincome /average

interest-bearing assets

Profit aftertaxattributable to

ownersofthe parent

highly liquid assets, to meet short-term obligations under
stressed conditions. In keeping with this, the bank shall
sustain any possibleimbalance between liquidity inflowsand
outflows under stressed conditions overa period ofthirty days.
The ratio is consistently monitored by the managementto
ensure compliance with regulatory minimum requirements
and short-term liquidity needs.

The LTVratiois a financial termto express theratioofa
mortgage loan inrelation tothe value in use or market value of
the underlying property.

The netinterestmargin is a performance measureand is
expressedas a percentage ofwhata bank earns onloans and
otherassetsin a time period less the interest it pays on deposits
and other liabilities divided by average interest-bearing assets. It
is used forextemal comparison with other banksaswell as
internal profitability measurement of products and segments.
This profitability measure representsthe profit aftertaxthatis
available for distribution to the shareholders in absolute
amountsforthe respective period as presented in the
consolidated financial statements.

Non-performingloans (NPLs)/ The NPL ratiois an economic ratio to demonstrate the

exposure

proportion ofcredit risk exposure thathas been classified as
non-performingin relation to the entire creditrisk exposure.
The ratio reflects the quality ofthe portfolioand ofthe Group’s
creditrisk management.

Non-performingloans (NPEs)/ The NPE ratio is an economic ratioto demonstrate the

exposure

Loan loss provisions, reserves

and collateral /NPL
Loanloss provisionand
reserves/NPL

CCF weighted off-balance

business

The total of core revenues,
gains and losses on financial

instrumentsand other
operating incomeand
expenses

Operating income less
operating expensesand
regulatorycharges

Profit beforetax/weighted
average diluted number of

shares outstanding

Net profit/average common
equityexcluding AT1 capital

and dividends

Net profit/average tangible

proportion of credit risk exposures that have been classifiedas
non-performing (NPEs) in relation to the entire credit risk
exposure

The total of LLPs, reserves and collateral relative to the NPL
exposure

The total of LLPs and reserves relative to the NPL exposure
The off-balance business in the risk re portis CCF weighted.

As presented in the respective lineitemin the income
statement

As presented in the respective lineiteminthe income
statement

Pre-taxearnings pershareis the portion of profit before tax
pereveryindividual share (diluted) ofthe stock.

These metrics provide a profitability measure for both
management and investors by expressingthe net profitas
presented in the income statement as a percentage ofthe
respective underlying (either equity related or asset related).

common equity excluding AT1 Return on common equityand return on tangible common

capitaland dividends

equitydemonstrate profitability ofthe bank on the capital
invested byits shareholders and thus the successoftheir
investment. The “Returnon ...” measuresare useful foreasily
comparingthe profitahility of the bank with other financial
institutions. Allocated equityto segments is based onan
internal model takingintoaccount risk-weighted assetsand
balance sheet size ofthe respective segment.
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Risk-weighted assets

Based on IFRS CRRregulatory The calculation ofrisk-weighted assets is defined in the CRR.

figures (BAWAG Group, fully
loaded)

Risk costs /interest-bearing Provisions and loan loss

assets; (risk costratio)

RWA density

Tangible book value per

share

Tangible common equity

Total capital

Total capital ratio

Value-at-risk (VaR)

254

provisions, impairment losses
and operational risk (total risk
costs)/average interest-
bearingassets

Risk-weighted assets/total
assets

Tangible common equity
(excluding AT1 capital and
dividends)/numberofshares
outstanding

Common equity reduced by
the carryingamountof
intangible assets

The figure describes the total amount ofexposure atrisk fora
bank and includes both on-balance and off-balance positions.
When calculating the amount, the bank can consider risk-
mitigating elements (e.g. collateral)and has toderive
regulatoryrisk weights foreach position depending on the
(external) creditratingofthe counterparty or customer. Risk -
weighted assetsare used asthe denominator forcalculating
the CET1 ratio(seeabove). “Fullyloaded” refers to the full
application ofthe CRR withoutanytransitional rules.

This ratio is a measure forthe qualityofcredit risk
management and the loan portfolioitself. It provides a relative
view of the risk costs forthe period based on the average
interest-bearing assets and allows benchmarking with other
banks. Lowrisk costs mayresult from a high collateralization
and/ora close monitoring ofthe credit ratingofthe
customers. As a result, this implies that thereare only few
actual creditlossesand little need for provisioning.

The RWAdensityis a metric toobtain an “average risk weight’
for a bank’s balance sheet, i.e.the bank’s total risk-weighted
assets (see above) compared to the total assets. The ratio
indicates the average risk weightings ofthe assetsbased on
theirregulatoryassessment, which can be impacted byasset
quality, the collateralization level orthe applied models for
assessingtherisk weights.

Tangible book value pershare represents the total amount of
common equity less intangible assets divided by the number
of sharesoutstandingattheend ofthe period.

Tangible common equityis another viabilityindicator for banks
andfacilitatesthe comparison ofequityfiguresexcluding
intangible assets. It is used as the denominator ofthe return
ontangible equity calculation (see below).

Based on IFRS CRR regulatory Total capital and total capital ratio are regulatory metricsand

figures (BAWAG Group),
excludinganytransitional
capital (fullyloaded)

Total capital / risk-weighted
assets

Measure ofrisk ofinvestments

compareto CET1 capitalandthe CET1 ratioina waythat the
eligible capital for this purpose is extended byother
instruments (e.g. Additional Tier 1 and Tier 2 instruments) not
falling within the strict Common Equity Tier 1 definition. The
total capital ratio is consistently monitored by the management
to ensure compliance with regulatory minimum requirements.
However, CET1 capital is ofhighersignificanceas itis also the
base for prudential thresholds such asthe SREP requirement.
Therefore, BAWAG Group focusesmore on CET1 capitaland
the CET1 ratio.

A method for quantifying risks that measures the potential
maximum future lossesthat can occurwithin a specific period
and with a certain probability.



Associated
company

AML
Backtesting
Banking book
Cash flow hedge

CDS

CLO
Cross-selling
CRR

Derivatives

GLOSSARY

GLOSSARY

A companyoverwhich a material influenceis exerted in terms of its businessor financial policyand
thatis recognized in the consolidated accounts usingthe equity method.

Anti-Money-Laundering

A method for verifying projected VaR values by comparing them with the actual developments.

All risk-bearing on-and off-balance-sheet positions ofa bank that are not assigned to the trading book.
A cashflowhedgeis a hedge ofthe exposure to variabilityin cash flows that is attributable toa

particular risk associated with a recognized asset or liability ora highly probable forecast transaction
and could affectprofit orloss.

Credit defaultswap;a financial instrumentthat securitizes credit risks, forexample those associated
with loans orsecurities.

Collateralized loan obligation; securities that are collateralized by a pool of credit claims.
The active selling of complementary productsand services to existing customers.
Capital Requirements Regulation; Regulation (EU) No 575/2013 ofthe European Parliament and ofthe

Councilof26 June 2013 on prudential requirementsfor credit institutions and investmentfirms and
amending Regulation (EU) No 648/2012 Text with EEArelevance.

Financial instruments whose value dependson the value ofan underlyingasset (such asstocks or
bonds). The most important derivativesare futures, options and swaps.

Expected credit lossIFRS 9 requires a bank to determine the expected creditloss (ECL) based on a probability assessment of

Fairvalue
Fairvalue hedge
Futures

Hedge accounting

Hedging
ICAAP

Impairments
stagel
Impairments
stage?
Impairments
stage3
Industry
segmentation
Investment
properties
Monte Carlo
simulation

Option
oTC

Swap
Trading book

future cash flowsand losses. The ECL s basically defined asthe difference between the cash flows that
are due to the bank in accordance with the contractual termsofa financial instrument and the cash
flows that the bank expects to receive (considering probabilities ofdefault and expected recoveries).

Price that would be received to sellan assetor paid to transfer a liahbilityin an orderly transaction
between market participantson the measurement date.

Assets orliabilities, generallywith fixed interest rates, are protected against changes in theirfairvalue
using derivatives.

Standardized, exchange-traded forward agreements in which an asset mustbe delivered or purchased
ataspecifictimeand ata price thatis agreed in advance.

An accounting technique thataims to minimize the effects that the opposing developmentsin the value
of a hedge transaction and itsunderlying transaction have on the income statement.

Protecting against the risk ofdisadvantageous interest rate and price changes.

Internal Capital Adequacy Assessment Process; an internal procedure toensure that a bank has
sufficientown funds to coverall material types ofrisk.

Impairments (ECL) forassets without increase in credit risk since initial recognition.
Impairments (ECL) with increase in risk since initial recognition but not credit-impaired.
Impairments (provisionsand reserves) for credit-impaired debt instruments.

Allocation toindividual industries based oninternal industrycodes.

Properties held as financial investments, primarily to generate rental income.

A numerical method for solving mathematical problems by modellingrandomvalues.

The right to buy(call) orsell (put) an underlying reference asset at an agreed price within a specific
period oftimeorata fixed pointintime.

Overthe counter;trade with non-standardized financial instruments directly between the market
participants instead ofthrough an exchange.

A financial instrument thatis generally used to exchange payment flows between two parties.

All positions that a bank holdsin financial instruments forthe purpose ofsale again in the short term
whenthe best result can be achieved depending on the developmentofprices and interestrates.
Positions thatare not assigned to the trading book are managed in the banking book.
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