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PREFACE

Ladies and Gentlemen,

| would like to present to you another report sumsiag the past year in banking. Polish financiadrket

emerged from the global crisis unscathed. No u#tih went bankrupt, and the sector as a whole irsda
profitable. Capital position of banks is now mucéiter off than a year before, and the conditiongheir

functioning have also improved.

This does not mean that the sector remained falljstant to the effects of deterioration in the maconomic
situation. In particular, the negative balanceeasferves and write-offs produced mainly due to #teribrating
quality of loans for households ate up nearly onargr of profits from banking business. This drattention
to the strong deterioration of results or lossesuming in case of banks and branches of credittiti®ns,
which were pursuing expansionary lending duringgbenomic boom. This shows that the model baseugin
margin loans awarded without a solid credit ratmgy be unreliable. Business activity carried ousiich a
manner is not only contrary to the principle ofgeat bank management, threatens the stability afidimidual
institution as well as the whole sector, but i®ateompatible with the ethics of a banker.

For us, last year was a time of hard work in thepscof supervision, analysis, inspection and reguial hope
that the recommendations prepared during this geriothe T Recommendation, reviewed A and |
Recommendations - will be incorporated into theassary minimum of standards of risk managemenairké.

| hope you enjoy reading,
Andrzej Stopczski, Ph.D.

Managing Director
of Banking Supervision Sector



BASIC DATA (increase/decrease or value in the perb12/2009-12/2008)

EMPLOYMENT -6 175 (persons)
BRANCH NETWORK 212 (units)

FINANCIAL RESULT B 36.2%

number of banks declaring a loss

BALANCE SHEET TOTAL 2.1%
LOANS 5.8%
Households 11.9%
- consumer 13.2%
- housing 11.6%
in PLN 28.1%
in foreign currencies 4.3%
Companies -4.4%
- current activity -10.5%
- real estate 2.8%
- investment 0.9%
DEPOSITS 13.4%
Households 14.8%
Companies 11.4%
NON-PERFORMING LOANS 76.1%
Households 73.5%
- consumer 86.0%
- housing 64.3%
in PLN 53.3%
in foreign currencies 82.0%
Companies 79.2%
LIQUIDITY

number of banks not conforming to the Resolution 11
386/2008

ADEQUACY

Own funds B 5.7%
number of banks not conforming to the 1
requirements

Total capital requirement -2.5%
Solvency ratio B 133%

number of banks with the ratio < 8%

16 (share isdlotor assets 7.9%)

(increase in share from 4.5% to 7.5%)
(increase in share from 3.5% to 5.5%)
(increase in share from 6.6% to 10.8%)
(increase in share from 1.0% to 1.5%)

(increase in share from 2.0% to 2.4%)
(increase in share from 0.6% to 1.0%)
(increase in share from 6.1% to 11.4%)

(share in sector assets 0.3%)

(share in sector assets 0.0%)

(ratio level)



MOST IMPORTANT OBSERVATIONS AND CONCLUSIONS

(+)

maintaining the growth of Polish economy, revivigigbal economy

maintaining a stable situation in terms of liquydit

record capital increase and a strong increaseeisalvency ratio,

significant increase of the deposit base,

change in the currency structure of newly grantaasing loans (advantage of PLN)
expiration of the problem of foreign exchange datiixe transactions,

revisions of applied loan policies (tightening theeria)

N—r

the level of risk generated by external environntentains heightened,
strong deterioration of credit portfolio quality,

decline in financial performance by more than 1/3,

decrease in funding companies,

lowering the rating of certain banks,

AN NN SN NENENENEN

Despite the strong deterioration in financial perfemance, the situation of the banking sector remaing
stable At the same time, due to the record increase of theapital base, the stability of the banking sector
strongly increased, including the ability to absorbpotential losses; the potential for the sector delopment
increased, too. Thus, medium-term prospects of tHeanking sector development do not raise concerns.

The main source of risks includes external environent and inadequate lending procedures applied by
some entities, which generate high risk on the orfeand (both for customers, individual institutions ana fo
the whole sectorland on the other hand, have a negative impact orcéons of remaining participants in a
market (competition pressure).

Maintaining the stability of the banking sector uggs that banks continue adaptation and preventieasures
and that the external environment of banks is k$abli (the latter is difficult, because most rigksginate
outside Poland).

Necessary and desirable actions on the part of bask

v'strengthening loan procedures, especially in tka af consumer and housing loans (no further grgraf
loans which generate high risk), and in particdtee need to rapidly implement the recommendations
contained in the T Recommendation adopted by tHeAHB February 2010 (including the use of services
provided by Credit Reference Agency (BIK) and sulimg information about customers' income to this
Agency),

strengthening of restructuring and debt collectotivities,

adjustment of risk management to market condit{ensuring the adequate level of liquid assets apitad
buffer),

further efforts to obtain long-term funding sources

changing the ways of formulating development stiigte of banks, with the aim to ensure their lormgate
stability rather than maximizing short-and mediwemi profits. It is necessary to reconstruct proegessd
structures of banks (including remuneration sysjem&nhance analysis and risk management (eslyecial
in medium-and long-term perspective, in order topag other things, reflect the overall effectivenes
products during the whole period when they remaithe portfolio).

AN

AN



I. EXTERNAL CONDITIONS OF THE OPERATION OF BANKS

Macroeconomic situation

In 2009, the rate of economic growth slowed dowastically, the labour market was significantly weaéd
and the situation in the public finance sector detated. Unfavourable trends were the consequefidbe
collapse of the global economy, which, as a resuthe financial crisis started in 2007, went itbhe deepest
recession since the end of World War II.

Despite the slowdown, the condition of the Polisbreemy was better than the economies of other Elitcies.
Poland turned out to be the only EU country whicdnaged to maintain a positive growth rate in spftéhe
crisis, while the remaining countries slipped irgoession.
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Annual retail sale growth rate (%)
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According to the initial estimate of GUS, the Gr@smestic Product increased in 2009 by 1.7% in teahs,
which meant a significant decrease in comparisothéogrowth rate observed in the years 2006-20046
6.8%, 5.0%). The main reason for the slowdown \Wwasdecline in external demand and general detéidoraf
atmosphere, which led to restrictions of productma private investment. On the other hand, vegy lgross
fixed investment made by the public sector hadahiksing effect on the economy, as well as the Rfbrm
and high indexation of pension benefits. The adverpact of global recession on the Polish econway also
to some extent mitigated by the weakening of zIbiyspite the difficult external conditions, the iBbleconomy

managed to avoid recession, and in the seconebhtlé year, the signs of improvement appeared.

Most areas of the economy experienced the decieastivity. According to preliminary estimates:

Sold production of industry in 2009 fell by 3.5%géinst the increase by 3.6% in 2008 and 10.7% @Y20
The decrease occurred primarily in companies matwfiag investment goods, goods related to energy
and supply, while companies producing consumer gaedorded an increase in production. This resulted
from the reduction in the portfolio of domestic afudeign orders, excessive inventories, difficidtia
obtaining financing and uncertainties about futtcenomic developments. The growth rate of consomict
and assembly production remained positive deshéestrong decline, and amounted to 3.0% (agaiest th
increase by 12.1% in 2008 and 15.5% in 2007). Coiegadealing with building construction and
specialist works recorded a decline, and civil eagring companies recorded a strong increase. The
consequence of the decline in economic activity wees low utilization of production capacity and
deterioration of mood among companies. After haviegched the minimum readings by business
indicators in the first quarter of the previous tyghey improved during the subsequent periods. ¢él@n

at the end of the year mood deteriorated again,tbadiusiness indicator readings remained withen th
negative areas (particularly in construction);

Retail sale increased by 1.3% (in 2008, the gromals 5.0%). The decrease concerned mainly groups of
fuels and motor vehicles;

exports in PLN in current prices increased by 2.@86 imports decreased by 8.5% (negative balance
amounted to PLN 37.7 billion, against minus PLN®&Million in 2008). In EUR, exports decreased by
17.1%, and imports by 26.3% (negative balance wdR B.7 billion against minus EUR 26.2 billion in
2008). Export growth in terms of PLN resulted frtime weakening of zloty (the average exchange rlate o
EUR against PLN in 2009 amounted to 4.3273 whil20@08 it was 3.5166), which compensated for the
reduction in the number of orders and had a pa@sitiyoact on the situation of exporters. The weaigoif
zloty combined with the decrease of business agti@iso resulted in a sharp imports decline, which
improved the foreign trade balance on the one Hand estimated that the deficit in current tureov
decreased from 5.1% of GDP in 2008 to 1.6% in 20889l on the other hand, it supported the situaifon
companies manufacturing for the domestic markedngaition limitation). Thus, the strong weakenirfg o
zloty observed in the 2nd half of 2008 and at thgitining of 2009 created for the economy a "pillow"
which mitigated the crisis phenomena;

despite the decline in economic activity, the ficiahresult of the enterprise sector amounted tbhl PB.9
billion and was higher by 25.1% than in 2008 At 8@mne time, the percentage of companies declaring
after-tax profit slightly increased (from 76.7% 73.3%) and the total loss of companies declaring a
negative financial result decreased (from PLN 28ilBon to PLN 18.7 billion). Revenues from total
business activity increased to a greater extert tingir costs (by 1.6% and 0.7%, respectively). The
financial result from the sale of products, goodd enaterials has improved (by 1.4%) as well aséiselt
from the remaining operational activity (by 12.89%8F a result, most economic and financial assessmen
ratios have improved (the ratio of overall activitgsts decreased from 95.8% to 95.0%; net turnover
profitability ratio increased from 3.3% to 4.1%h€d liquidity of companies has also improved. Irtesof
favourable results, it should be noted that the édeynent of the improvement was to decrease thativeg
result from financial operations (from PLN 17.1libih to PLN 3.0 billion), which was the result aflging

the problem of foreign exchange derivative trarisasthaving a very negative impact on the perfoigean
of companies in 2008.

! According to estimates, in January 2010 theahf@oduction capacity utilization in industrialqmessing was about 72%.



— negative phenomena occurring in the economy treetsiato gradual deterioration in the labour market
the end of 2009, the number of registered unemplaysounted to 1 893 thousand and the unemployment
rate was 11.9% (compared with 1 474 thousand urmredl and 9.5% at the end of 2008). The average
monthly gross salary in the enterprise sector i092®as PLN 3 325 (in December PLN 3 652) and was
higher by 4.4% than in 2008 (by 1.1% in real ternim)t the dynamics of remuneration growth slowed
down sharpl§. Although the situation on the labour market tarmeit to be more favourable than it had
been forecast at the beginning of the last yeawgeler, further deterioration is expected in 201€Ing the
result of delayed adaptive reactions. Therefore,dbcrease in the income situation of some houdghol
should be expected in the incoming periods. Theatieg phenomena resulted in the deterioration of
atmosphere among the consumers. Although it has &igaificantly improving since the second quadgr
the last year, it still remains within the areaefative readings;

— despite the decline in economic activity and pregine deterioration in the labour market, the glovete
of prices of consumer goods and services remaihedhigh level. Consequently, in December last year
inflation measured by CPI (year/year) was 3.5% (@ared with 3.3% in December 2008), which means
that it is at the the upper boundary of the inflattarget deviation band (2.5%). Strong depreaiadiozloty
in the second half of 2008 and at the beginningQ9, increase in regulated prices and increasedspof
tobacco products and alcoholic beverages contibtethe high level of inflation. In turn, aftereth
acceleration in the first half, the price dynamiéssold production of industry decreased and indbauer
last year PPI (year/year) was 2.1% (compared witBoAn December 2008);

— rapid reductions in economic growth combined with previous reductions of fiscal burden (among rothe
things, the reduction of pension contributions dhd introduction of two personal income tax rates)
resulted in a significant decrease in tax reveruthe one hand, and the fast accumulation of budigfatit
on the other. This resulted in the need to amerdbtidget act in the second half of the previous.yea
However, due to the gradual improvement of econamitook and the resulting restoration of tax rexen
(especially indirect taxes), it was possible tatithe scale of the deficit. The inflow of EU fundiso had a
positive impact on the budget. Finally, the buddeficit amounted to PLN 23.8 billion (compared with
PLN 24.3 billion in 2008 and PLN 27.2 billion inetamended budget for 2069 spite of relatively good
implementation of the budget, the situation in plublic finance sector deteriorated even more. Adiogy
to preliminary estimates, the deficit in the pubfliance sector in 2009 was about 7.2% of GDP (aeg
with 3.6% in 2008 and 1.9% in 2007), and the ddlthe public finance sector increased from 47.2% in
2008 to about 49.5% in 2009. The consequence ofi¢gative phenomena is a very sharp increase in the
budget deficit planned for the year 2010 . (PLN253illion) and a further increase in the debt @& pgublic
finance sector (up to about 53% of GDP). At the esaime, since the deficit of the government and- sel
government institution sector exceed the refereatee of 3% of GDP in 2008, the European Commission
has initiated the excessive deficit procedure tawdtoland, under which Poland is obliged to deerdag
2012, the annual public finance deficit to the lexfe3% of GDP.

Situation on the financial market, monetary policy,reactions of banks

At the beginning of 2009, the aversion to risk awntd to increase, which resulted in, among othergs,
further declines in share markets and the depiatiadf currencies from emerging markets. At the afd
February and the beginning of March, a fundamesttahge of atmosphere occurred. This should be iassdc
with actions taken by governments of particularrtdas and international organisations, as weliviahl the
inflow of information which is better than expectdd the market (mainly in the form of so callecdeng
indicators). As a result, some investors conclutteat the most severe phase of the crisis was omdr a
proceeded to buy overestimated assets. This ledvary strong rebound in share markets, increageiées of
raw materials and the gradual strengthening ofetwies from emerging markets. Also, the improvenient
functioning of the interbank market has been olesrwhich reflects the gradual rebuilding of trastong the
participants of this market, and the decrease sk premiums reflected in quoting CDS contracts.ektors
remained optimistic until the end of the year, whéhould be associated with the inflow of datahi® harket,
reflecting the recession phenomena being overcoymiid global economy. However, there are still @ns
about the scale and stability of the improvement.

2 The average gross monthly pension in the norealgwial public insurance scheme amounted to P1343 and was higher by 8.7% than
in 2008 (by 4.3% in real terms).
% Compared with 2008, revenue from indirect tax@serby 0.9%, and funds from the EU by as much &9%. On the other hand,

corporate income tax revenue fell by 11.0% andquexisincome tax revenue by 7.7%.



Implementation of the direct monetary policy target(%) The NBP interest rates (%)
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RPP continued to quickly mitigate the monetary @dliwith the aim to stimulate the weakening economy,
(believing at the same time, that the probabildy the inflation to fall below the inflation targat a medium
period is greater than the probability that inBatiwill be higher than the target). As a conseqaetite NBP
interest rates were reduced by 150 basis poamts their levels were record low (the referente daopped from
5.00% at the end of the previous year to 3.50%)a Assult, there was a reduction of disparity betwihe NBP

4 Assumptions of the monetary policy for the y&809” include the statement that ,The basic airthefmonetary policy implemented in

2009 will be - as in the previous years — to sttivamaintain inflation at the level of 2.5% in a dnem period. At the same time, the
monetary policy will be still applied in a way whitelps to maintain balanced economic development.”
The basic tool to reach the inflation target i NBP interest rates, which task is to shapeskivet-term interest rates of the financial
market. This is done by open market operationgfferinitiative of the NBP) and deposit and loanrafiens (on the initiative of banks).
The basic rate is the NBP reference rate specififiegminimum profitability of basic operations oBR which influences the level of
short-term market interest rates. The the NBP lothbate establishes the cost of acquiring moneahénNBP (specifying the upper limit
of market rate growttovernight), and the NBP deposit rate establishes interest deposit in the NBP (specifying the lower limot f

market rate fluctuationsvernight).

® In January by 75 basis points, in February, Mauruth June by 25 basis points.



rates and the rates of main central banksich had previously cut interest rates very agsively, bringing
them to the lowest levels in history.

Monetary Policy Council also lowered the compulsoegerve ratio (from 3.50% to 3.00%), and the NBP
continued its activities aiming at improving theustion on the interbank market and stimulatinglieg. To this
aim,the NBP bonds related to the decrease in caopulreserves were redeemed earlier and the rahge o
instruments applied under the "Trust Package" wpamded, among other thidgs

The measures taken helped rebuild confidence innmtaeket, as evidenced by, inter alia, narrowing gae
between rates in the interbank market and theewfer rate of the central bank (a similar phenomemanrred

in global markets). However, the situation on thieribank market is far from being completely normadiich is
proved by, among other things, the lack of smouotitfioning of operations with long dates of majurit

Per annum, WIBOR 3M rate, which is the referende far most loans in PLN decreased from 6.2% in
December 2008 to 4.1% in December 2009.

Return on Polish treasury bonds (%) Return on 10-yar treasury bonds (%)
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Treasury bonds market reacted to the changes irtaignpolicy parameters to a limited extent (mainbnds
with short maturity dates), being mainly under thduence of investors' mood (large fluctuationsreve
observed), their risk assessments and expectatgasding future interest rates. Consequently, erhié return

on bonds with short maturity dates dropped sigaiftty (average return on 52-week treasury billsthia
secondary market fell from 5.7% in December 2008.8%6 in December 2009), the return on bonds waitty |
maturity dates increased (average return on 54yeads increased from 5.2% to 5.8%, and on 10-yead®-
from 5.6% to 6.2%). The spread between Polish aman@n 10-year bonds was maintained, or even inedeas
(it was 257 basis points on average in December8,2@dd 300 basis points in December 2009). This
unfavourable change may be explained by investorgterns about the state of Polish public finanaesyell as
the large issues of treasury bonds on a globaésedlich means that it is necessary to pay higbstscfor the

placing of issues. On the other hand, there wamdugl return of foreign investors to the Polistasury bond
market.

© In 2009 r. ECB lowered its base rate from z 2.56%.00%, FED left the 0.00%-0.25% margin unchdrged SNB decreased its margin
target to 0.00%-0.75%.

" Extension of repo and swap operations, and eigran$ the list of securities accepted by the NBRallateral on these operations.



The consequence of the improved mood in the maxiast also the decrease in quotation of CDS contracts
which are used to secure a lending risk connecitdthe issuer of debt securities (to put it simphe higher
CDS rate, the greater probability that the issaénsolvent). However, despite the improved investitlimate,
CDS quotations did not return to the period frorfobe the crisis. Moreover, in the last weeks of pinevious
year, CDS quotations increased again, which shbaldelated the fact that concerns about the camdiif
public finances and solvency of particular coustrésscalated again. It should be noted that Polantes out
positively not only against other countries in tlgion, but also in comparison with some Eurozomentries
which faced a strong deterioration of public finesic(including Greece, Spain, Portugal).

Exchange rate of main currencies against zloty Chrge of main currencies against zloty
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Situation in the PLN market was characterized by phases. During the first one which lasted uniil-m
February, the Polish currency continued to be depted, and this caused zloty to fall to the minimlevel
from the beginning of 2004. It stemmed from a vesgative atmosphere in global financial markets and
accumulation of negative outlooks for the econonme€entral and Eastern Europe. During the secdrabq
zloty stabilised and was gradually strengthenedti(pdarly against USD), which should be attributiedthe
general improvement in atmosphere in global markéie strengthening of zloty was additionally imfhced by
"media campaign" for the strengthening of the Podisrrency, the intervention sale of EU funds diyeon the
foreign exchange market, acquiring access to IMkilile credit line by Poland (USD 20.6 billion), ieh is
granted exclusively to countries with strong fouratss, as well as economy data indicating thatgtwmvth is
being sustained. As a result, at the end of 20@JR was 4.1018 (compared with 4.1724 at the erD68B), 1
CHF was 2.7661 (2.8014), and 1 USD was 2.8503 {8p6which means that despite the high fluctuations
during the year, the exchange rate of PLN at tlitea#r2009 was close to the rate at end of 2008nelleless,
the value of zloty against euro was nearly 20% fothen at the peak of its appreciation (in mid-20@#d by
about 25% against CHF and USD. However, despitegative impact on the situation of some borrowers,
companies and on the increase of the foreign débt,depreciation mitigated the influence of thebglo
recession adverse effects on the Polish economy.



Change of index values from the end of 2004 (%) Cihge of index values from the end of 2004 (%)
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Until mid-February last year, very strong declingsich started in the second half of 2007 continged] as a
result,the whole 2003-2007 market boom disappeackdaexes and share prices reached historicalnmoimi
levels or minimum levels which lasted many yeararily the peak stage of market decline, WIG lostriye
70% (WIG-Banki - over 70%) from the historical maxim, and many companies lost over 90% of their etark
value. At the end of February and the beginnin§afch, there was a turning point which led to ayv&rong
"rebound”, lifting the indexes by more than 80%\abthe last minimums (WIG-Banki increased by mdrant
140%). Consequently, this allowed the indexes t&kenap for the losses from the beginning of the ysraat
finish the year with strong increases as comparigld tve end of 2008 - WIG increased by 46.9%, WIG30
33.5%, mWIG40 by 55.2%, sWIG80 by 61.8% and WIGHBadmy 33.7%. Despite the observed increases,
indexes still remain 30% -40% below the historioaxima. However, it should be noted that the pigiscr
prices were prices of the peak phase of the mamaysyenarket boom, during which most companies were
extremely overvalued. There is currently no waylébermine whether the market boom observed sinaelivia
last year marks the beginning of a new, many yegnsard trend or whether it is a very strong reacto the
market decline. Undoubtedly, the risk of investimgshare markets has increased. Therefore, inféomat
coming from the real economy will be of key impoxte - it will either provide arguments for the danation

of increases, or renew fears about the scale astdisability of global economy recovery, and wéht to a



significant adjustment of quotations (a characterig®ature of the market boom observed since Méashyear
is no accumulation phase and no deeper adjustnerdsa strong rebound in a form of V was a readiiotihe
declines).

The situation in the commodity markets was strornglyrelated with the mood of investors in financizrkets

as well as information coming from the economy. rEéfare, during the first weeks of last year a farth
reduction was observed (many raw materials reatiead minimums at the end of 2008), followed byeryw
strong reaction which led to price increases ofesmvdozen percent. Apart from mood improvement and
positive information coming from the global econqgrfactors which significantly influenced the growdhraw
material prices were the weakening of USD and corgcabout future inflation increase.

It should be noted that despite a substantial amangatmosphere on the financial market, there nas
significant inflow of resources to investment furfda a net basis). According to estimates by Onfinalysis, a
positive balance of payments and withdrawals invthele year 2009 was only about PLN 3 billion. Téfere,

the observed per annum increase in net assety@ftment funds - from PLN 73.9 billion at the erfd2608

t093.0billion at the end of 2009 should be assediahainly with the increase in share prices (tHaevaf funds

accumulated in investment funds increased from RAIMS billion to PLN 27.1 billion). This may reflea

change of preferences in the ways households ifivesicial surpluses - they chose classical forfrigwesting

money in a form of bank deposits, as a result afatiee experiences of the crisis. Should this cbhaafy
preferences turn out to be permanent, it will dbate to the growth of deposits in the banking sedtut on the
other hand, it will limit revenue of banks from comnssions and fees for intermediary in trading om ¢hpital

market and managing financial assets.

In response to the changes of the NBP interest ratel events on the financial market, banks havdema
amendments to the deposit and credit policy.

Weighted average interest rates on deposits and los (%)

The interest rate on the status of all contracts Interest rate on new contracts
OPS OPN
1212007 | 122008 | 12/2000] EM@N9€ 155007 | 12/2008| 12/2000] ChANGE
in 2009 in 2009

INSTRUMENTY ZLOTOWE
Total deposits 3.78 6.02 4.48 -1.54] 4.22] 5.85 3.17 -2.68
- households 3.47 6.05 4.77 -1.28 4.16 6.52 4.03 -2.49
- companies 4.34 5.94 3.82 -2.12 4.23 5.60 2.99 -2.61
Total loans 8.25 9.59 8.43 -1.16] 9.52 11.41 9.66 -1.75
- for households 9.54 10.98 9.90 -1.08 11.55 13.61 12.49 -1.12
- for companies 6.51 7.68 5.90] -1.78] 7.19 8.33 6.53 -1.80
Spread 4.47 3.57 3.95 0.38, 5.30 5.56 6.49 0.93
Consumer loans
Total 13.49 14.48 14.45 -0.03| 13.72 15.32 15.12 -0.20
including credit cards 16.78 17.81 16.07 -1.74| 14.80 15.92 15.11 -0.81
APRC (excluding cards) X X X xl 20.23 22.55 21.77 -0.78
Home loans
- PLN 6.15 7.92 6.01 -1.91 6.93 8.73 7.00 -1.73

APRC X X X X 7.48 9.28 7.81 -1.47
- CHF 4.55 4.31 2.18 -2.13 4.63 4.45 3.74 -0.71

APRC X X X X 4.91 4.59 4.16 -0.43
- EUR X X X X 6.63 7.09 4.87 -2.22

APRC X X X X 6.80) 7.32 5.28 -2.04

Source: the NBP, independent estimates
x - the NBP does not publish data, APRC (the anperientage rate of charge) calculated in accoedaitb the Consumer Credit Act.



Weighted average interest rates on deposits and los- OPS (%) Weighted average interest rates on degits and loans - OPN (%)
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On the basis of data on the status of all contf@BS) we may conclude that the weighted averageeist rate
on term deposits in PLN decreased from 6.0% in Brdsez 2008 to 4.5% in December 2009, and loans M PL
from 9.6% to 8.4% resulting in the increased spisativeen interest on loans and deposits - from 36460%.
However, the average spread per annum was sigmifjc@wer. The average spread in 2009 was 3.4%evi
2008 it was 4.4%. A strong decrease in the avespgead was due to the disturbance in global firsdmearkets
and the consequent "deposit war" constituted orthefnain reasons for the reduction of the resulinterest
rate.

When observing changes in the interest rates ofamatracts (OPN), it may be concluded that the pdese of
the "deposit war" took place in the fourth quaér2008 Banks reduced interest rates in 2009. Mezage
interest rate on deposits made in December 200846 against 5.9% in December 2008 and averageesit
on newly granted loans decreased from 13.6% to%42&s a result, the spread between lending andsitiepo
interest rates in terms of OPN increased from 56%5%. The spread increase in terms of OPN wilbbe of
the factors that positively influence the growthirerest income in subsequent periods (the sidegaamlity of
credit portfolio is ignored here).

On the basis of data in terms of OPN it may alsedrecluded that changes in the deposit and cretdiitypof
banks were in line, as far as the direction is eomed, with the changes of the monetary policy ipetars (the
change of the reference rate was 1.50% and takingaiccount the change made at the end of Dece2Qio&, it
was 2.25%). However, the interest on deposits edsaed more than the interest on loans.



Situation in Poland compared with other EU countries, main sources of risks

Despite the strong slowdown, the condition of tlidish economy was better than the economies ofr dthke
countries. According to preliminary estimates, EDR5in 2009 decreased by 4.1% (against the incrbgse
0.8% in 2008 and 2.9% in 2007). In particular, ttua sharp decline of external demand, Germanygtwisi the
largest economy in Europe, has been suffering p deeession (estimated decline of GDP in 2009 wa%h
The situation in other countries was equally p@specially in the new member states which repoategry
deep recession (from nearly 5% in the Czech Reptbli8% in Lithuania and Latvia).

Poland turned out to be the only EU country whicdnaged to maintain a positive growth rate in spftéhe
crisis. Growth forecasts in subsequent periods as® better than for most EU countries. Similar
disadvantageous trends appear only in the scopahdic debt growth in the coming years, although diebt of
this sector in relation to GDP is below averagelgwf EU countries.

Poland in comparison with the EU countries

GDP Deficit of the public .

EUR GDP growth rate finance sector lz/l:t())l;chggt Unemrzltc;yment

billion % of GDP

2008 | 2007 200¢ 2009 2010 2013 2009 2010 2013 2007 20C 2009 2010 20113 2009 2010
EU 12504 29 07 -42 07 1§ -69 -75 -69 587 615 73.0 793 837 91 103
Euro zone 9264 28 06 41 07 15 -64 -69 -65 660 693 782 840 887 95 107
Germany 2494 25 13 50 12 17 -34 50 -4 650 658 731 767 799 77 92
France 195¢ 23 04 -22 12 15 -83 -82 -77 638 674 761 825 874 95 102
GreatBritain | 1819 26 05 -49 06 19 -121 -129 -11.4} 442 520 686 803 882 78 87
Italy 1574 15 -13 50 07 14 -53 -53 -51 1035 105.6 1146 116.7 1174 7.8 87
Spain 1084 36 09 -36 -06 10 -112 -101 -93 36.1 397 543 663 749 179 200
Netherlands 50¢ 36 20 40 09 1§ 47 61 56 455 582 598 656 691 34 54
Poland 364 68 50 17 26 32 64 -75 -7 450 472 517 570 613 84 99
Belgium 3449 29 10 31 06 15 -59 -58 -58 842 898 972 1012 104 82 9.9
Sweden 324 25 -02 -49 14 23 -21 -33 -27 405 380 421 436 441 85 102
Austria 282 35 20 36 11 15 43 55 53 595 626 691 739 77. 55 6.0
Greece 239 45 20 -20 -03 07 -127 -122 -12§ 956 99.2 1126 1249 1354 9.0 10.2
Denmark 233 17 09 49 15 1§ -20 -48 -34 268 335 337 353 357 45 58
Finland 184 49 12 -78 09 14 -28 -45 -43 352 341 413 474 527 85 102
Ireland 183 60 -30 -75 -14 24 -125 -147 -147 251 441 658 829 9674 117 14.0
Portugal 16 19 00 -27 03 10 -80 -80 -87 636 663 774 846 911 9.0 9.0
Czech Rep. 143 61 25 48 08 23 6.6 -55 57 290 300 365 406 440 69 7.9
Romania 149 63 73 -71 05 2¢ -78 -68 -59 126 13.6 218 274 313 90 87
Hungary 10 10 06 63 -05 31 -41 -42 -39 659 729 791 798 791 105 113
Slovakia 65 106 62 -47 19 2 -63 -6.0 55 293 277 346 392 427 123 1238
Luxembourg 39 65 00 -34 11 1§ -22 -42 -42 6.6 135 150 164 1771 62 73
Slovenia 377 68 35 -78 13 20 -63 -70 -69 233 225 351 428 48234 6.7 83
Bulgaria 34 62 60 50 -11 33 -08 -12 -04 182 141 151 162 157 7.0 80
Lithuania 327 98 28 -150 -39 25 -98 92 -97 169 156 29.9 40.7 493 145 176
Latvia 231 100 -46 -180 -40 2.0 -9.0 -123 -122 9.0 195 332 486 604 16.9 19.9
Cyprus 17 51 36 -17 01 13 -35 57 -59 583 484 532 586 634 56 6.6
Estonia 1 72 -36 -141 01 42 -30 -32 -30 38 46 74 109 132 136 152
Malta 6f 38 21 -19 07 1§ 45 -44 -43 620 638 685 709 725 71 74

Source: European Economic Forecast Autumn 2009r&€rjm forecast - February 2010 EC, Eurostat.

The relatively high resistance of the Polish ecopdarthe effects of the global crisis should belaxgd by the

occurrence of several factors:

— First, Polish economy has a relatively large irtrmarket and is less open in comparison with other
economies in the region. It also characterised bglatively high level of diversification (amonghetr
things, lack of clear domination of one sector andlarge enterprises/conglomerates which decidetabo
the development of the whole economy) and highilfiéty of a large part of companies that were atale
adapt to difficult external conditions;

— Second, high investment outlays made by the p@glator played an important stabilizing role (taegé
extent, they replaced the reduction of investmerthlk private sector), as well as the reductioRIdf rates
and high indexation of pension benefits, or eatbarering of the pension contribution. These adibave
a certain similarity to the stimulus packages immated in other countries and are associated \itiaio
fiscal costs (reflected in the rapid growth of palfinance sector debt);

— third, floating exchange rate helped to absorbetkternal shock - a decline in orders was largelgedfoy
higher proceeds resulting from the weakening ofyzland some companies reported growth in ordees du



to the increase of their competitiveness. At theeséime, the depreciation of zloty did not caugmidicant
inflationary tension;

— fourth, Poland is characterized by a low level bariking" (relatively low development of the finaalci
market) and the local character of the bankingesystAs a result, the banking sector did not sufege
losses in foreign markets that require involvenamublic funds. At the same time, parent compadids
not withdraw funding and household deposits expegd strong growth. Moreover, since the importance
of financing companies by the banking sector ohviinds raised on the capital market is lower timan
other countries, restrictions of funding by bankd ¢ghe downturn at the stock exchange did not lsaeh
negative impact as in many other countries. Inrotherds, the channel transferring the crisis phegmen
from the financial sector to the economy turnedtouie narrower.

Although Polish economy has positively adapted He txternal crisis, its future condition depends on
developments on a global scale. Although the sdnain financial markets improved in 2009 and ia second
half-year the economies of USA and EU experienaegvth, there are still many risks accumulating vkhicay
delay the process of rebuilding the global economyause further outbreaks of the crisis.

SELECTED SOURCES OF POTENTIAL MACROECONOMIC RISKS

TRUST CRISIS (atmosphere on markets may easily chaye)

Undisclosed bank losses

Concern about the strength and durability of theeobed recovery and
developments in the labour market

Concern regarding further economic developmenténdSA

Strong deterioration of public finances in somertaas

- very large budget deficits the USA and the UK

FOREIGN - difficgult situation in some countries belongitigthe the so-called PIIGS
group

Record low interest rates and concern about theemprences of the future
tightening of monetary policy (low interest was arfighe primary causes of the
crisis - are the reason to seek alternative investsnwhich ensure a higher rate
of return, "encourage" speculation and bad askmtadion, as well as excessive
debt)

Concern about the future growth of inflation phe e

Concern about the development of macroeconomiatsitu, including
developments on the labour market

Very high budget deficit
Rapid growth of debt in the public finance sector

DOMESTIC

It is difficult to determine which of the risks id&fied by various observers may actually matergliand what
their implications would be for the global econorfpwever, one must be aware of them and banks toatede
them into consideration when formulating a stratémythe coming years. The most important onesuthel
concerns about the strength and durability of theeoved revival (including the developments on [giur
market), rapid growth of budget deficits which poserisk of causing financial imbalance in somentoes,
concerns about future consequences of monetargypbking currently implemented, and concerns about
increasing losses of bariks

8 The abbreviation is used to identify the groupcefintries including: Portugal, Italy, Ireland, &ce and Spain. Currently, the country
being under the greatest pressure is Greece.

® According to IMF estimates, until the end of 2pkank losses incurred as a result of the crisitdceeach USD 2.8 trillion (USA - USD
1.0 trillion, Europe - USD 1.6 trillion, Asia - UD&2 trillion) - see "Global Financial Stability Rert," October 2009.



GDP growth rate (year/year) in 2009 and forecast fothe years 2010-2011 (%)

Forecasts
2009 EC IMF OECD
2010 2011 2010 2011 2010 2011
Poland 1.7 2.6 3.2 2.2 4.0 25 3.1
EU™ -4.2 0.7 1.6 1.0 16 0.9 1.7
Germany -5.0 1.2 1.7 1.5 1.9 1.4 1.9
the USA 2.4 2.2 20 2.7 2.4 25 2.8
Japan -5.2 1.1 0.4 1.7 2.2 1.8 20
China 8.7 9.6 9.5| 10.0 9.7 10.2 9.3

Source: Eurostat, European Commission, IMF, OECD

Currently it is difficult to determine whether anfilamental change in atmosphere in financial mankbish

occurred in the past year, as well as the revivahe global economy observed since the seconddifatie

previous year mean, that the recession has beampently overcome and this is the beginning ofgath of

sustainable, stable growth. Some economists betlieaeit is too early to speak about the end of c¢hisis

(pointing to the sources of risks mentioned abotgwever, most international institutions expeagradual

improvement and a permanent overcoming of thescrsthout the "second economic trough” effect (tilsis
reflected by, among other things, verificationsaflier forecasts regarding the growth of particeleonomies).
It is being emphasised, however, that the recover{fragile” and it is necessary to take radicapst in

particular to create a new architecture of finahgiarkets (including regulation at micro and mascales) that
will ensure stability of the financial system aralinteract the formation of "bubbles".

From the point of view of the Polish economy theation in the EU countries will be of paramounpirtance,
particularly in Germany which is the main tradetper of Poland (over 25% of Polish exports is diddo the
German market). Developments in the "emerging mtadauntries will also have a significant impactyieh is

due to the fact that many investors include Polartle same "basket".

To sum up,external factors are the main source of short-termand medium-term risks for the Polish
economy, and thus for the banking sectgorsuch factors being triggered by the financiadisrivhich started in
2007 and evolved into the greatest crisis of tiedal economy since the Great Depression of the L 938pite

of the fundamental change in atmosphere on financianarkets, improved functioning of these markets
and signs of the global economy entering the pathf growth it should be concluded th#tte high level of
risk for the Polish banking system is continuouslymaintained. As a consequence, this may adversely affect
the situation of banks, and banks must take thisks into account when formulating their strategies

1% |n case of the IMF and OECD forecasts, the ddsde®to the euro zone.



[I. MAIN DEVELOPMENT DIRECTIONS, BASIC TRENDS

A strong decline in economic activity, combinedhwiihe persistent uncertainty about future develaproéthe
situation and aversion to excessive risk-takingdlated into decreased activity of the bankingaedts a result
banks have reduced their expansion and concentratedn adjusting business models to the difficult
external conditions.

However,despite the strong deterioration in financial perfemance, the situation of the banking sector in
2009 remained stable, and the capital position ofdmks was strengthened

Main items of assets and liabilities of the bankingector (PLN billion)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
BALANCE SHEET TOTAL 586.4 681.8 795.4] 1039.1 1060.8 21.7, 2.1
Assets
- cash and operations with the NBP 17.8 23.0 28.2 39.4 50.4 11.0) 27.9
Receivables from the financial sector 122.3 1345 125.2) 107.2 72.9) -34.3 -32.0
receivables from the non-financial sectgy 248.6 314.7] 421.9 587.6] 612.1 24.4 4.2
receivables from the budget sector 21.6 22.8 21.4 24.6 44.5 19.9 80.7
- securities 133.9 142.5 135.6 180.9 211.4 30.4 16.8
Liabilities
- operations with the NBP 25 5.0 3.0 18.1 14.5 -3.7 -20.2
- liabilities to the financial sector 92.3 119.0 158.4 242.2 225.4 -16.8] -6.9
- liabilities to the non-financial sector 337.4 383.9 428.3] 506.1 571.8 65.7] 13.0
- liabilities to the budget sector 29.5 325 44.7] 53.5 54.3] 0.8 1.5
- equity (funds) and subordinated liabilitfes 55.0 59.2 68.4 82.3 104.9 22.6) 27.5
- net financial result 9.1 10.7 13.6] 13.7 8.7 -5.0 -36.2
Lending policy of banks in 2007-2009
Year 2007 2008 2009
Quarter Il 11 [\ 11 [\

Loans to businesses

Home loans

Consumer loans

mitigation
neutral
tightening

The elevated risk of the sector activity resultedrieasures to increase liquidity on the one hand,an the
other, measures aiming at reducing risk exposuse tightening credit policy, among other things),dan
increasing the capital buffer. Reduction of expositto financial sector entities was observed, al as the
increase of safe debt security portfolio (treasang the NBP) as well as the emphasis on the atiquisf
deposits and the increase of the capital base.

In 2009, the balance sheet total of the bankingoséncreased only by 2.1% (in comparison with 30.th
20089). It should be added however, that apart fromrtagative impact of external conditions, a significa
impact on reducing the dynamics was exerted byd#éndine in the value of balance sheet items related
valuation of derivative instruments held for traglifpy PLN 32.5 billion), which was caused by matufalso
due to the restructuring) and the lack of revolvifigome of these transactions.

™ Independent study on the basis of the "Situatiothe credit market" by the NBP (based on answeetbé questions 1 and 8 of the NBP

survey).

2 A very large increase in the balance sheet totabD8 was largely derived from the substantialkeaing of zloty.
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Consequentlychanges in the balance sheet structure of the bamg sector occurred the most important of
which consisted in:

slight increase in the share of receivables froenrtbn-financial sector (from 56.6% at the end dd&€
57.7% at the end of 2009), with the simultaneousnst increase in the share of liabilities to thester
(from 48.7% to 53.9%.) Reducing the negative gafinaincing the non-financial sector by half (froraNP
81.5 billion to PLN 41.3 billion) and the increaseolverage of loans by deposits (from 83.3% to 89.2%
was a positive consequence of the lending slowdanehthe strong growth of the deposit base;

reducing the share of receivables from the findre@ator (from 10.3% to 6.9%), while reducing tiheuse
of liabilities to this sector (from 23.3% to 21.3%)

increasing the share of the security portfoliorfird7.4% to 19.9%);

increasing the share of equity (funds) (from 7.998.9%).

It should be added that the low growth dynamicsttef balance sheet total concerned commercial banks
(increase by 2.0%) and branches of credit instititi(decrease by 3.0%), while the cooperative Inangector

reported significant increase (by 9.2%).



The sector structure, employment and distribution bannels of banking services, role in the economy

The structure of the banking sector did not changsignificantly.

Number of banks and branches of credit institution$® carrying out operation activities

2005 2006 2007 2008 2009
Total, including: 649 647 645 649 643
- commercial banks 54 51 50 52 49
- branches of credit institutions 7 12 14 18 18
- cooperative banks 588 584 581 579 576

At the end of the year, 643 banks and branchegeditdnstitutions were carrying out operations:

- the number of commercial banks decreased from 58tas a result of finalising mergers between GE
Money Bank and Bank BPH, Dominet Bank with FortsnR and Cetelem Bank of Sygma Bank branch in
Poland;

— number of branches of credit institutions remainethanged (Skandinaviska Enskilda Banken and
DEPFA terminated their business activity, and KBlur@pean Private Bankers and Credit Suisse
commenced their business activity);

— the number of cooperative banks has decreased53i@hio 576, since several banks merged. Cooperative
banks are members of three structures: Bank PelSkiétdzielczéci (Polish Cooperative Bank - 347),
Gospodarczy Bank Wielkopolski (Wielkopolska ProwinEconomic Bank - 151) and Mazowiecki Bank
Regionalny (Mazowieckie Province Regional Bank J).7lhe largest cooperative bank, i.e. Krakowski
Bank Spotdzielczy (Cracow Cooperative Bank) is meegtion - this bank functions independently.

The ownership structure of the banking sector meased by a group's share of the sector assets (%)

2005 2006 2007 2008 2009
Domestic investors 30.0 30.3 29.1 27.7 31.9
- banks controlled by the Treasury 20.3 19.8 18.3 17.3 20.8
- other commercial banks 4.0 4.3 4.6 5.0 5.3
- cooperative banks 57 6.2 6.2 5.4 5.8
Foreign investors 70.0 69.7 70.9 72.3 68.1
- commercial banks 69.1 66.6 66.6 66.9 63.0
- branches of credit institutions 0.9 3.1 4.3 5.4 5.1

Also, there were no significant changes in the owrghip structure of the banking sector however, the

increase in the share of domestic banks is wortimgro

— Asin the previous year, domestic investors cola@dollO0 commercial banks and all cooperative batties (
Treasury controlled four commercial banks - PKO IBRolski (PKO Bank of Poland), Bank Gospodarstwa
Krajowego (National Economy Bank), Bank Pocztowysgfl Bank) and Bank Ochror§jrodowiska
(Environmental Protection Bank). Their market shaweasured by assets, loans and deposits amounted to
31.9%, 31.3% and 34.0%, respectively.

— Foreign investors controlled 39 commercial banks @hbranches of credit institutions. Their markbare
measured by assets, loans and deposits amounté8. &0, 68.7% and 66.0%, respectively. There are
investors from 18 countries in the banking secod the dominant role is played by Italian investwho
control 13.3% of the sector assets, followed byn@ar (9.9%), Dutch (8.7%), American (7.4% ) and
Belgian (5.7%).

The merger between Getin Bank and Noble Bank,ifiedlin January 2010 may be included in the ewghish
will have the greatest impact on the structureheflhanking sector in the nearest future. In additiee cannot
rule out that due to the crisis there will be chemgf strategic investors in some banks as a reftiieir parent
banks being taken over (for example, in 2009 BNRbBa took over a part of the Fortis group), oressary
sales of some foreign assets by parent banks \{filipindependent decisions aiming at improvingfthancial
situation, or forced by the European Commissiorelation to granted public support).

13 As defined by the Banking Law Act (art. 4 (1) L7



Employment and branch network
2005 2006 2007 2008 2009
Employment — total 157 931 167 127 181 191 175 016
- commercial banks 127 201 133 724 145 406 137 941
- branches of credit institutions 1826 3300 4610 5 387
- cooperative banks 28 904 30 103 31175 31688
Branch network — total 12 562, 13 478 14 678 14 890
- commercial banks 8 592 9280 10 237 10 229
- branches of credit institutions 171 184 236 245
- cooperative banks 3799 4014 4 205 4416

The deterioration of the banking sector medium-tprospects resulted in, among other things process of

adapting the network of sales and employment levets the new conditions

- at the end of 2009, there were 175.0 thousand persmployed in the banking sector, which is less th
6.3 thousand persons in relation to the end of 2008 decrease in employment was lower than ihitial
expected and occurred primarily in the commercailding segment, while branches of credit instingio
and the cooperative banks sector increased empldy(as a whole). The greatest staff reduction was
carried out in PKO BP (more than 1,000 employeBRE Bank, Pekao, Bank Millennium, Kredyt Bank
and BZ WBK (600-1000 employees);

— At the end of 2009, the branch network of the bagksector was made up of 14 890 entities, which
constitutes an increase by 212 entities. This asm@eoccurred mainly in the cooperative bankingosetd
the rapidly growing Alior Bank, while most largeramercial banks underwent a process of network vevie
and restructuring, resulting in its slight reduntio

Currently, it is difficult to predict trends in thelume of employment and the development of braretivorks.

On the one hand, overcoming crisis phenomena nzalytte a new increase in employment and the devedapm

of sales network. On the other hand, the persistigh level of uncertainty as to the further depahent of the

macroeconomic situation and the still high charfgesredit risks materialization may lead to thejiibn of a

conservative business model.

PLN 150 BILLION

PLN 100 BILLION

PLN 50 BILLION

Millennium
BZ BGK Kredyt Bank, Handlowy, BPH
WBK BGZ, Getin, EFG, Raiffeisen, Noreda, Fortis

PLN 10 BILLION

PKO BP and Pekao remain unquestiondbéalers on the market.Their assets exceed PLN 100 billion and
their total share in the banking market exceeds.28file in 2007 Pekao overtook PKO BP, which was a
consequence of taking over most of Bank BPH (rempfrom the acquisition of HVB by UniCredit). PKBP,
however, rapidly rebuilt its leading position asdwidening the gap agatfilt is worth noting that PKO BP, as
the first bank in Poland, exceeded the value obtidance sheet total of PLN 150 billion, and itsiggis close

A similar situation occurred in 1999, when thremksacontrolled by the Treasury was merged with Bekdich resulted in the abrupt
increase of Pekao assets. However, PKO BP sulatamtitdistanced Pekao in subsequent years.



to PLN 20 billion. Next, there is a group of fouartks (BRE, ING BSK, BZ WBK, BGK), whose assets &xte
PLN 50 billion and 10 whose assets exceed PLN Rirhi In total, 16 large and medium banks withedss
exceeding PLN 20 billionaccounted for 76.2% oftibt@al market.

Assets of most co-operative banks did not exceed PQO million, and only 9 had the balance sheedltot
exceeding PLN 500 million. Krakowski Bank Spétdeml and Podkarpacki Bank Spétdzielczy remained
leaders in this segment. Their assets exceeded1HRiiNon.

Despite the dominant role of several large bartiesevel of concentration of the Polish banking@ememains
moderate in comparison with other EU countriesthi&tend of 2009, the share of the five largest bamlassets,
loans and deposits in the banking sector was 4442%6% and 53.9%, respectively. This means thafpeoed
to the state at the end of 2008, the concentratieasured by the CR5 index decreased minimally. é2sed
share of the largest banks in total deposits isttwooting - this should be attributed to a fieraght among
medium and small institutions to acquire custonagposits.

FINANCIAL SECTOR STRUCTURE

BANKING SECTOR

INVESTMENT
FUNDS

SKOK

Despite the decrease in the growth rtie,banking sector remains a key element of the fancial system At
the end of 2009, assets of the whole financialose@tithout the NBP) amounted to PLN 1 482.8 hiilio
(compared with PLN 1 398.6 billion at the end oD2)) 70% of which was attributed to the bankingtaec
Moreover, assets of the largest banks are compatalihe total assets of the other componentseofitiancial
system, and the largest investment fund compamésame pension fund companies are controlled hisodt
should be concluded then that the stability oftieaking sector is crucial for the stability of thetire financial
system.

The consequence of the slow dynamics of the balaheet total was the decreased share of bankirigrsec
assets in GDP, from 85% in 2008 to about 82% ir8200



Lending and investment activity

A very large decline in dynamics tifans for the non-financial sector armchange in the currency structure
of newly granted loans were characteristic featuresf 2009

Entity structure of loans for the non-financial setor (in PLN billion, nominal value)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Total, including: 258.5 322.8 427.6] 593.4] 627.9 34.5 5.8
- households 136.4, 183.4 254.2 368.6] 412.5 43.9 11.9
- companies 121.2 138.3 171.7] 222.6 212.7 -9.8 -4.4
- non-profit institutions 0.9 1.0 1.6 2.2 2.7 0.5 21.2
Loans for the non-financial sector (in PLN billion) Annual growth rate of loans for the non-financialsector (%)
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Nominal valueof loans for the non-financial sector increased b$.8%", from PLN 593.4 billion at the end
of 2008 to PLN 627.9 billion at the end of 2009.

Given that the exchange rates of major currencere &t the end of 2009 almost identical as at tiskeoé 2008,
the study does not include the issue of the cuyrdoctuation impact on the lending dynamics. Tlaeiability
of PLN exchange rate, however, caused signifidantudations in loans over the last year.

Despite the strong decline in lending dynamicss @lear that the growth of lending observed in@2Q@008 was
impossible to be sustained. Global crisis asidghauld be borne in mind that the peak phase iisffeconomy
occurred in 2007. In addition, natural barriers hsws limited sources of financing lending and cdpit
requirements must be taken into consideration, af as the impact of the statistical base. Morepver
maintaining dynamics at such a high level as dutiigboom years posed a risk of creating much dersnd
imbalance in the economy. One of the negative apreseces of the credit boom was a rapid rise in gntgp

15 It was by 5.0% in commercial banks, by 13.7%ranghes of credit institutions and by 12.5% in erafive banks.



prices due to, among other things, cheap and \asifyeavailable loans, which "poured"” into the nerkn an
unprecedented scale, which combined with the |dckdequate supply and competition led to strongepri
increases.

Changing the currency structure of newly granteshéoshould be considered a positive trend. Per frearalue
of loans in PLN increased by 7.9% (PLN 30.4 biljiowhile the value of foreign currency loans by%.0PLN
4.1 billion). Despite substantial improvements, share of foreign currency loans in total housetgdt is still
very high and at the end of 2009 it was 37.6% (cameg with 40.6% at the end of 2008). The fact whishs
concern is that despite the negative experiencebeotrisis (including the sudden, very deep deptien of
zloty), some banks are taking action to re-extemdifin currency lending for this group of customé@iise high
share of foreign currency loans generates additiocaease in the system risk associated with #ighiened
risk of particular customers' insolvency in the mtvef depreciation of the zloty, and with the magmgnt of
portfolios of these loans by banks (in case thedirin global financial markets occurs again.) Maver, the
high share of foreign currency loans for househiddsne of the arguments put forward by externallysts,
who point to the increased risk of the Polish bagksector, and may have a negative impact on tivgraf
Poland and individual banks.

Increase of loans for the non-financial sector (ifPLN billion) Share in loans for the non-financial ®ctor (%)
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As in previous years, loans for households weregatherised by the highest rate of growth - in 2008y
increased by 11.9%, while loans for companies ligll4.4%. At the end of 2009, the share of loans for
households in the credit portfolio increased to 63% (from 62.1% at the end of 200&nd in case of loans
for companies, it decreased to 33.9%from 37.5%). Lending to non-profit institutionsas only peripheral to
the operations of banks (at the end of 2009 it awctEa for the mere 0.4% of the credit portfolio).

It should be added that the actual value of lendiinthe enterprise sector was lower, since somegbarewly

granted loans were loans related to the settleréribreign exchange derivative transactions (exgham
obligations for a loan)

Leaving aside the issue of loan increase causdbeébghange of obligations subject to the settleroéfibreign
exchange derivative transactions, it may be comauthat the majority of commercial banks and brascbf
credit institutions decided to increase lendingt Gful6 large and medium banks with assets excgdelitN 20
billion, only 5 limited the lending, while othersdreased it (by over 10% in 4 of them). It is algarth noting
that only 11% of banks in the section of coopemmbanks reduced their funding levels, and the neimgibanks
increased them - half of them by more than 10%.



Entity-related structure of household loans (in PLNbillion; nominal value)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Total, including: 136.4 183.4 254.2 368.6 412.5 43.9 11.9
- housing 50.7 78.2 117.7] 194.0 216.4 22.4 11.6
including in foreign currencies 32.2 50.0 65.1 134.9 140.7] 5.8 4.3
- consumer, including 63.8 775 102.5 136.5 154.5 18.0 13.2
overdraft 14.6 15.2 17.7 20,7 22.7 20 9.5
credit cards 4.2 5.8 8.9 12.7 15.0 2.3 18.3
other 45.0 56.5 75.9 103.0 116.8 13.7 13.3
- other 21.9 27.7 34.0 38.1 41.6 3.4 9.0
Household loans (in PLN billion) Annual growth rateof household loans (%)
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Home loan structure (in PLN billion) Annual growth of home loans (%)
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Household loans increased by 11.9%from PLN 368.6 billion at the end of 2008 to PLI245 billion at the
end of 2009, and the value of loans in PLN incrddse17.6% (PLN 38.6 billion), and currency loanys35%
(PLN 5.3 billion).

The portfolio of home loans increased by 11.6%from PLN 194.0 billion to PLN 216.4 billion), whicmeans
a sharp decline in dynamics in comparison with joev years. But in the second half of the year tlaro
revival occurred in the market (the growth of loamshe third and fourth quarter exceeded PLN 8dui). The
decline in dynamics resulted from several fact@suoring at the same time, most important of whigre the
tightening of lending policies by banks, uncertaiabout economic developments (fear of loss or cgolu of
income sources in the future) and reduced demanite wiaiting for lower prices. Moreover, the record
dynamics in 2008 was largely derived from the dejateoon of the zloty. We should also add that camtrto
fears, banks did not cease to lend, survey show®piposite - the number of open credit agreememts pet

¥In commercial banks they increased by 11.3% (by%4in 2008), in branches of credit institutions28/8% (136.5%), and in cooperative

banks by 10.5% (13.1%).



basis increased by 141.9 thousand, while in 2088rtrease was 129.3 thousand. This indicateseicitirthat
the decline in housing prices caused the increagaigbility of household loans.

At the same time there has been a substantial asiive change in the currency structure of newlgnged
loans. As a result of tightening the lending palithye value of loans in PLN increased by 28.1% Kb 16.6
billion), and the value of currency loans increasaty by 4.3% (PLN 5.8 billion). This led to theciease in the
share of loans in PLN (from 30.5% to 35.0%) anddkerease in the share of currency loans (from%3d
65.0%). Despite this change, the share of currémays is still very high and generates additiorgl for the
activity and stability of banks. Therefore, measusze required to improve the currency structurethef
portfolio.

Considerablgghtening of the lending policy occurred in the fourth quarter of 2008, and it wastinued, to a
lesser extent, unti the third quarter of 2009 wds based on increasing margins, increasing ted ¢é required
own contribution, increasing non-interest costfoahs, shortening the maximum lending period aghiténing

conditions regarding required collateral. At thensaime, most banks ceased to grant foreign cuyrkrans or
subjected them to "prohibitive" margins which hiad same effect. Banks also tightened the rulesdtmulating

credit capacity, requirements regarding documerasiging information on the income of a borrowedahe

rules of real estate valuation. Therefore, it maysaid that all the elements of the lending poleye tightened,
although the extent of such tightening was différfen individual banks. Measures taken by banksughde

consideredeneficial from the point of view of the stabilityof the banking sector and thus the economy.

On the other hand, in the fourth quarter last yaarlending policy was relaxed, but the extentlo$ was

described as slight by the banks. It concerned Isndie reduction of margins, other conditions weskaxed to a

lesser extent. Gradually, banks started returnmgranting loans denominated in foreign currencibise

mitigation was caused by increased optimism regarttie economic outlook and the situation on thesh

market, i.e. increasing stabilization of prices andignificant increase in demand. The improvenadnthe

capital situation and increasing pressure of coitgpetwere also important factors. While some degoé

mitigation may be understood, several issues gbesto concern:

— gradual return to broader funding in foreign cucies;

— the fact that the essential reason for the decisi@ase the credit policy was competition pressure

— increasing the level of LTV by banks and emergesfoaffers which enable to take a loan with LTV 100%
or above (the risk is reduced to some extent byrifigrance system).

Despite the continuous weakening of the economydautine of customers' mood, the vahfeconsumption
loans increased by 13.2%from PLN 136.5 billion at the end of 2008 to PI1N4.5 billion at the end of 2009).
As in previous periods, debt on credit cards wasvgrg the fastest (by 18.3%). The high growth matehis
debt may be associated with the fast developmernhese products and their strong promotion in mnevi
periods. On the other hand, a sharp increase irpadiorming loans (by nearly PLN 1 billion) may iodte that
some borrowers use credit cards to pay other didiga

The relatively high growth occurred despite theadtetightening of credit policy in this area. Itnsisted in
increasing margins, non-interest costs of loamsjtihg the availability of simplified procedures aefedit
capacity analysis (including documenting a borrdsvéncome with an income declaration) and tightgnin
collateral procedures. The main reasons for tighterthe lending policy were negative prospects of
macroeconomic development and declined quality aisamer loan portfolio, and at the same time, the
importance of the first factor in the first quaridid not constitute a significant reason (increaeptimism
regarding economic outlook).

In the first quarter of 2010, banks expect a furtightening of lending policy in this segment, étiger with the
simultaneous growth in demand for these loans.



Entity-related structure of enterprise loans (in PLN billion; nominal value)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Total, including: 121.2 138.3 171.7 222.6 212.7] -9.8 -4.4
- current activity 66.1 74.4 90.6 111.5 99.7] -11.8 -10.5
- investment loans 38.6 42.7 46.8] 64.1 64.7 0.6 0.9
- real estate financing 16.6 21.3 34.3 47.0 48.3| 1.3 2.8
Loans for corporate sector (in PLN billion) Annual growth rates (%)
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Adverse changes occurring in the macroeconomiaemvient on the one hand resulted in banks tighgethair
lending policies, and on the other, reducing denmfandoans by some businesses. Consequently, the vd
loans granted to the enterprise sector decreasdd4®§’ (from PLN 222.6 billion at the end of 2008 to PLN
212.7 billion at the end of 2009). The reductiortha financing level would be higher if not for teechange of
some liabilities resulting from foreign exchangeidstive transactions to loans.

The greatest decrease occurred in the area of lfmandaily operations (by 10.5%), while in the case
investment loans and loans for real estate fingncén marginal increase was reported (by 0.9% aBéb2.
respectively). However, it should be noted thatirenhg the positive dynamics of investment loang ans for
real estate financing was probably related to s#hgasubsequent tranches as part of loans grantpcevious
periods.

The tightening of the lending policy for enterpassas carried out until the third quarter of thevyious year
and included all areas, with most banks decidingatee margins and the level of credit security.rddwer,

some banks reduced the maximum credit limits. Adicgy to banks, the most important reason for tigimtg

lending policies was the negative outlook on ecaoinopnospects. In addition, many banks indicated tha

declined quality of the loan portfolio was the magor the tightening.

In the fourth quarter of the previous year, duth®improved prospects of economic growth, moskbaiid not

change the lending criteria, and the criteria fianging loans to small and medium-sized enterprisesvell as
short-term loans for large companies were slightlaxed. However, some banks claim that the dewedoyp

prospects remain unfavourable and require furilgbtening of the lending criteria and conditions.

In the first quarter of 2010, banks expect a sligéxation of criteria for granting short-term fsa and on the
other hand, a slight tightening in the case of #amn loans.

However, the low dynamics of enterprise lending wasaused not only by the tightened lending policiesf
banks,but also by the decreased demand for loarfsom companies, which, in view of the decline ienthnd
(domestic and foreign), were limiting productiordarerifying investment plans.

According to the economic climate analysis cardatlby the NBP, in the course of the year the corigsawere
showing a gradual increase in optimism as to tlusgects for development. Low demand remained thHa ma
obstacle to the development (however, this bawees being gradually lowered), followed by the fltion of
exchange rates and increased competition. Desgitgrowing optimism regarding forecasts for demamders

In commercial banks they decreased by 5.1% (inetehy 29.4% in 2008), in branches of credit intitins by 6.1% (increase by 40.3%
in 2008), and in cooperative banks they increagethl % (22.9%).



and production, most companies are still plannmdjrhit employment, reduce the dynamics of remutiena
increase and refrain from making investments.

It seems that the strong decline in credit dynaroleserved during the previous year (including tbelide in
loans for daily operations) may be, in some pantesult of a gradual upturn. In the face of difftms in
obtaining loans, some companies decided to rechedevel of bank financing and increase the shamm
resources. This is proved by the studies carrigdbgithe NBP, which show that in the first quartér2010,
most companies are going to reduce the level of fiaancing.

Cash, NBP, financial sector, securities (in PLN Hibn) Security portfolio structure (in PLN billion)
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Last year, there were significashifts in the structure of most liquid assetsOn the one hand, the decrease in
mutual trust between financial institutions, whicbnstituted the “"aftermath” of the crisis trandatato a
decrease in receivables from the financial secyoad much as 32.0% (from PLN 107.2 billion at tinel ef
2008 to PLN 72.9 billion at the end of 2009). Chesmgntroduced by the PSFA resolution no 382/2008 on
detailed rules and conditions for considering expeswhen determining the observance of the exposure
concentration limit and the limit of large expossife.). This draws attention to the strong decimeeceivables
from non-residents (from PLN 44.3 billion to PLN.23illion), which indirectly indicates that thecan be no
question of financing foreign parent companies bijsh banks. On the other hand, banks increasetved of
funds deposited in cash departments and the NatBar&k of Poland by 27.9% (from PLN 39.4 billion B&.N
50.4 billion). At the same time, despite the eagigemption of the NBP bonds in January last yeat{rmg in
2012 and related to the reduction of the minimuseree ratio in 1999) banks increased the secuoitifqlio by
16.8% (from PLN 180.9 billion at the end of lasayéo PLN 211.4 billion). The increase resulted nfyafrom

the increased portfolio of the NBP money bills, dodh lesser extent, treasury bonds, which comstita safe
"liquidity buffer" to ensure "income without riskDespite a substantial increase in the status efstcturity
portfolio, their share in assets (19.9%) remairtea relatively low level compared to the perioddrefthe credit
boom. It is also worth noting that despite the raltshifts, the total share of funds accumulateccash
departments, the NBP, and receivables from thenfilah sector and the security portfolio remainedhatlevel
existing at the end of 2008 and amounted to 31.5%.

Receivables from the budget sector (in PLN billion) Debt structure of the budget sector (in PLN billian)
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In 2009, there was also a rapid increase of delihénsector of government and self-governmenttiriins.
Receivables of banks on account of this increagsedsbmuch as 80.7% (from PLN 24.6 billion at the ef
2008 to PLN 44.5 billion at the end of 2009). Theoisg growth of debt in the budget sector was altrexf
lowering the dynamics of own income which was aseguence of the decline in economic activity, arel t
simultaneous increase of expenditure connected @afttong other things, co-financing projects with ttse of
EU funds. Consequently, the increase in receivalotes government institutions amounted to 133.1%n(f
PLN 6.9 billion to PLN 16.1 billion) and receivablérom self-government institutions were 39.8% ifir&LN
17.5 billion to PLN 24.5 billion). Adopting an inficient subsidy for the Social Insurance Fundhe Budget
Act had also a significant impact. As a result, wend was forced to take a loan in the bankingosectebt
increase from PLN 0.0 billion to PLN 3.8 billionpé borrow from the state budget.

Sources of financing business activity

While in the previous years the development of ess activity was financed mainly through the aadation
of commitments toward the financial sector and dépoof non-financial sector entities, in 2009 tiain
sources of growth were the strong growth of theod#ase and capitals.

Liabilities to the financial sector (in PLN billion) Change of liability status (in PLN billion)
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Liabilities to the financial sector decreased b96.(from PLN 242.2 billion at the end of 2008 toNPR25.4
billion at the end of 2009). Considerable decraadabilities to residents (by 16.6%) catches mtits, while
liabilities to non-residents fell marginally andwias actually caused by the minimal strengtheninthe zloty
(by 2.0%). In conjunction with the aforementionéabisg decrease in liabilities to the financial secthis may
indirectly prove that the mutual distrust betwelea éntities of the financial sector persists. A&t $Ame time the
data indicates that despite the fears there arsigis of limiting funding from foreign investorsh& greater
decline of receivables than liabilities causedramgase in negative balance in the settlementamfdwith this
sector (from PLN 135.1 billion at the end of 200N 152.5 billion at the end of 2009).

The increase of negative balance in settlementsaoks with the financial sector, which has beerepli
during recent years, derived from the rapid devalept of small and medium-sized banks and branche®dit
institutions. Since the deposit base is poorly ted, they utilized funds from the financial matka used the
support of foreign parent companies. Also someeldrgnks, despite fairly well-developed deposit baswmde
use of funds from the financial market in order etend lending and increase their market share. The
consequence of this phenomenon was the deteriostitgture of financing sources and increased weihsiof
the banking sector to the situation existing oroma and global financial markets. However it shidoe noted,
that a large proportion of non-resident funds isveel from parent institutions (it is often 50% €P@) and is of
a long-term nature. Thus, the risk is limited (mostthe parent companies declare that they woufzheu
liquidity and provide funds for the developmentRidlish subsidiaries). However, given the experierafethe
crisis, banks should continue their efforts to obstable and diversified sources of funding.



Entity-related structure of non-financial sector deposits (in PLN billion; nominal value)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Total, including: 329.1 375.6 419.3 494.1] 560.0) 66.0 13.4
- households 219f9 238.8 262.4] 330.8 379.7] 48.9 14.8
- enterprises 99.p 125.9 144.8 149.1 166.0 16.9 11.4
- non-profit institutions 10.0 10.9 12.1 14.2 14.3) 0.2 1.1
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Deposits of the non-financial sector increased by314% from PLN 494.1 billion at the end of 2008 to PLN

560.0 billion at the end of 2009%The increase of household deposits was the magmrdmant of growth.

— household deposits increased by 14.8%from PLN 330.8 billion to PLN 379.7 billion). Thigrowth
resulted from making the deposit offers of bankserattractive ("deposit war"), as well as the iased
declines in the stock market during the first twonths of the previous year, as a consequence afhwhi
some funds were continued to be withdrawn from stwent funds and deposited also in the banking
system. The growth determinants could be also founthe decision of some households to increase
savings in case their financial situation detetiesgollowing the expansion of the global crisisc(easing
savings at the expense of current consumption mresiments in tangible assets or risky assets.)edery
with the end of the year, there was a distinct wealg of the deposit growth rate. In this case,
determinants opposite to these mentioned beforerad; i.e. clear decrease in the attractivenessank
deposits combined with a strong rebound at theeshaarket, gradual deterioration in the labour marke
(lower and lower dynamics of remuneration increasd a growing unemployment rate), or a gradual
increase in expenditure of some households asedaidth better prospects of their own financialatton.
Consequently, the primary growth in deposits o@uliin January and February last year (by a total of
nearly PLN 20 billion). A strong increase was atsported in December (over PLN 13 billion), which
should be attributed, inter alia, to the paymerawérds and bonuses, which in the previous yeae paid
in November;

— deposits in the enterprise sector increased by 12# (from PLN 149.1 billion to PLN 166.0 billion).
Contrary to household deposits, the growth dynamiasnterprise deposits was very low at the begipni
of the year (until October, the level of enterprigposits was lower than at the end of 2008). T¢sslted
from the declining financial situation of many coampes and the tightening of lending policies byKksan
which caused companies to make a greater useiofthie resources in order to finance current openat
and investment. In the fourth quarter of the prasigear, the growth rate of enterprise depositarigle
accelerated (the value of deposits rose by neadry 0 billion), which resulted from a gradual ecamio
recovery and, consequently, an increase of liquittd$é held by businesses. As a result, a signifipant
annum increase in deposits of this sector was tegor

®By 13.3% in commercial banks, 25.5% in branchesredit institutions and by 10.4% in cooperativeksan



Liabilities to the budget sector (in PLN billion) Issue of own debt securities (in PLN billion)
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For most of the year, the status of funds deposiedank accounts by entities of the government sl
government institution sector was significantly tieg than at the end of 2008. However, due to large
withdrawals made in December last year (over PLNvillibn) the per annum increase in deposits of gector
was only 1.5% (from PLN 53.5 billion at the end2®08 to PLN 54.3 billion at the end of 2009). Téli®uld be
combined with the accumulation of some expenditangel a decrease in the level of deposits, which is
characteristic of this month.

In 2009, there was a strong increase (55.6%) biliti@s subject to the issue of own securitiesuféng from a
very large issue of these securities carried otihénlast quarter of the previous year by BGK (@sveonnected
with issuing bonds to finance the construction add infrastructure worth about PLN 7 billion, byafowy

Fundusz Drogowy (National Road Fund), located inkKBGAs a result, the total value of banks' obligas in

this respect increased to PLN 19.4 billion (froni\P12.4 billion at the end of 2008). However, thaseds were
still a marginal source of financing operationsbahks (the item represented 1.9% of the balancet $bial of

the sector). Only 23 banks chose for this typeuoiding, and it was significant only in case of tmortgage

banks (about half of the balance sheet total) aedabove-mentioned BGK (a share of several peiicetite

balance sheet total).

In this context it should be added that the lackoafy-term financing in PLN is a problem for theewe (there

are instruments such as mortgage bonds, but ttekeahis shallow.)

Equity and subordinated liabilities (in PLN billion) Equity structure at the end of 2009 (PLN billion)
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Equity (funds) and subordinated liabilities of the bagksectorincreased by as much as 27.4%om PLN
82.6 billion at the end of 2008 to PLN 105.2 bifliat the end of 2009.The increase in funds resulted mainly
from increasing common equity(by PLN 5.3 billion), the supplementary cagitalby PLN 7.2 billion) and

9By 28.0% in commercial banks (from PLN 77.4 billianPLN 99.0 billion), 18.8% in cooperative banksifh PLN 5.2 billion to PLN 6.2
billion).

%A share fund in cooperative banks.

ZIA reserve fund in cooperative banks.



other reserve capitals (by PLN 8.6 billion). Thepamt of other items was definitely less importautiordinated
liabilities increased by PLN 1.2 billion, the gealerisk fund and the revaluation fund increasedcabgut PLN
0.9 billion).

Such a strong increase in funds was influencedhigetevents:

- following the activities of PSFA, the NBP and thamagement boards of banks, it was possible to noavi
shareholders that it would be appropriate to reafimost the entire profit for 2008 in banks. ;

— The Treasury recapitalized BGK;

- at the end of the previous year, there was a ssftdanega issue of shares by PKO BP (the bank esdui
over PLN 5 billion)

As a result of these activities, a strong growtlhef capital base of the Polish banking sector medywhich on

the one hand ensures its stability and abilitytisoab potential losses, and on the other, createsare base for

a safe extension of lending.

In the near future, the distribution of profits 2009 will have a significant impact on equity gthwas well as
the substantial issue of shares carried out by Béikknnium and planned by BRE Bank.



[1l. FINANCIAL RESULT AND OPERATIONAL EFFICIENCY

The weakening of economy had a strong negativedigmathe banking sector financial performanceda

Selected items from the profit and loss account (iRLN billion)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Net interest income 18 542 20 702 24 339 30 089 28 516 -1 573 -5.2
income 34 130 35 006 43 231 60 199 57 621 -2 578 -4.3
costs 15 588 14 304 18 892 30 110 29 105 -1 006 -3.3
Commission income 7 537 9 142 10 998 11 512 12 368 856 7.4
Income from shares and other securitie 802 1107 967 1 505 1735 230 15.3
Gains / losses on financial operations B80 1171 1448 =757 3 865 4622 -610,5
Foreign exchange result 3868 3010 3 665 5962 3032 -2 929 -49.1
Income on banking operations 31 619 35 131 41 416 48 311 49 517 1206 25
Other income and operating expenses 627 618 1063 1011 676 -335 -33.1
Administrative costs of a bank 17 549 18 997 21772 24 850 24 943 93 0.4
remunerations 8 096 8 825 10 067 11 461 11 350 -110 -1.0
Depreciation 2329 2184 2 290, 2 339 2 533 194 8.3
Net provisions and revaluation 1581 1667 1713 5 322 12 004 6 681 1255
write-offs 11 063 10 726 11 679 17 084 33 248 16 164 94.6
solutions 9482 9 059 9 966 11 762 21 245 9483 80.6
Gross profit 10 934 13 030 16 700 16 787 10 715 -6 073 -36.2
Net income 9110 10 697 13 642 13 658 8 708 -4 951 -36.2
Changes in earnings - 2009/2008 (PLN billion) Quaetly reserve balance and net result of the sectoin(PLN billion)
1
-1
-3
-5
-7

Net interest Net Fin. oper., General
commissfx income, expenses Net
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According to preliminary datihe net income of the banking sector in 2009 was PLN 8,7 billiamich means
a decline by 36.2%(PLN 5,0 billion) in comparison to 2008 (the netome in individual quarters of 2009 was:
PLN 2.1 billion; PLN 2.4 billion, PLN 2.4 billionrad PLN 1.7 billion).

The poor performance of banks was due to a very shaincrease in write-offs resulting from the declired
financial situation of some borrowers, as well ashe declined interest incomgto a little extent, it was also
caused by a slight increase in operational codt$jer areas of activity had a positive impact anpglkrformance
of banks.

Out of 643 banks and branches of credit institiengaged in a business activity, only 110 of theported

improved results compared to 2008 (mostly co-opardtanks), and the performance of others hasrdstijthe
result was lower by more than half in 71 banks).



Despite the strong deterioration of performancéy 46 banks recorded a netoss (8 commercial banks and 8
branches of credit institutions). Moreover, somesés by branches of credit institutions and two roencial
banks can be largely associated with their eadgestof development, and therefore they were bedrigly
operational costs that were not yet fully covergdhe generated revenue. On the other hand, théltsts of
these 16 institutions was as much as PLN 1.7 hilliwhich should be considered a very high amount
considering the fact that these entities concerdrainly 7.9% of the sector assets (the total paffibanks
having a positive financial result amounted to PLIN4 billion). It should also be noted that thes®s a large
concentration of losses (in 6 institutions, theslagas from more than PLN 100 million to over PLNO40
million).

The income on banking operations increased 2.56m(fPLN 48.3 billion in 2008 to PLN 49.5 billion 2009).

The low growth dynamics of income on banking operest was decided bihe interest income decreasing by
5.2% (from PLN 30.1 billion to PLN 28.5 hillion).

The decline in the interest income resulted fromltiwered interest income realized on operationls thie non-
financial sector. On the one hand it whe consequence of deposits growing faster than los and the
"deposit war" , which caused a strong decrease in the interageraf loans and deposits in terms of OPS (the
average range decreased from 4.4% in 2008 to 3142009). However on the other hand, this was alsotd
the low margins on loans granted during the crediboom (especially home loans) and the increase inmo
performing receivables which were not generating income. As a resu#, ititerest income received from the
non-financial sector fell by 0.7% (from PLN 41.4libn to PLN 41.0 billion), while the interest expges paid to
the non-financial sector increased by 12.3% (frooN FL6.1 billion to PLN 18.1 billion). Consequentlthe
income on operations with this sector decrease®.8%6 (from PLN 25.2 billion to PLN 22.9 billion).hE
negative trends in the interest income were sthargd by the increase in debt to the financialosesitserved
during last periods, which, in combination withaage decline in receivables from this sector, ted hegative
growth of income realized on operations with thaster (from PLN minus 3.0 billion to PLN minus 3iiflion).
While banks recorded an increase in the interestne from securities held (from PLN 8.6 billionRaN 9.9
billion) and the decrease in negative income omats with the budget sector (from PLN minus l6ilBon to
PLN minus 0.6 billion) but it did not compensate fbe deterioration of the first two items. It cerefore be
concluded, that one of the main reasons for thérgein the interest income wase expansionary strategy of
banks during the earlier periods, consisting in a &ry large increase of lending which was not suppoetd
with an appropriate growth of stable sources of fiancing adequate in terms of term and currency structure
andoperating on very low margins in order to obtain the greatest possible share in the market

However, we need to mention a distinct improvenerthe interest income in the second half of thevimus
year, which should be attributed to the "deposit'waming to an end, and to the increase in cieditgins (the
interest income in subsequent quarters was PLNoili®n, PLN 6.6 billion, PLN 7.4 billion, PLN 7.Billion,
respectively).

Income on commission increased by 7.4%from PLN 11.5 billion to PLN 12.4 billion). Then¢rease was
caused by raising commissions and charges for baosting services last year. The gradual improveroétiie
economic situation on the capital market also hagdoaitive impact on its formation (the improvement
influenced the growth of income from the sale oitsum investment funds, charges for asset managearel
from acting as an intermediary in the sales ofrfaial instruments), as well as the increase in ébolsl loans.

The remaining income from banking operations (inednom shares, financial operations and foreigrharge
items) strongly increased by 28.7% (from PLN 6.Ifidvi to PLN 8.6 billion). This should be linked,tmter

alia, the increase in revenues from dividends dral duccessful solving of the issue of foreign ergea
derivative transactions, which had a strong negathpact on the performance in 2008.

Banks were trying to eliminate the unfavourableng®s in the performance of the banking businessebking
cost savings As a result, general expenses (PLN 24.9 billiocyeased only by 0.4% 3.4% growth of the
other costs item had an effect towards cost ineré@sm PLN 11.0 billion to PLN 11.4 billion). Thather costs
include the costs of building maintenance and ngndéis well as other material costs, which shouldirtked to,

inter alia, a slight extension of the sales netw@i the other hand, although during a signifigzart of the year
the level of employment remained higher than in&@0was lower than in the corresponding periol2008

only at the end of September 2009), the persorm&bkgcincluding social security costs and otherelienfor

employees decreased by 2.0% (from PLN 13.8 biliiRLN 13.5 billion).

As a consequence of the high cost discipline aadythdual improvement of performance, the geneqadreses
ate up 50.4% of the income from banking businealized in 2009, as compared to 51.4% in 2008.



Depreciation costs (PLN 2.5 billion) increased b$98 but still accounted for a small part of theome from
banking business (5.1%).

Selected items of the income statement (PLN billign Selected balances of write-offs for loans (in PLNillion)
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The main reason for a strong decline in financial esults was more than a twofold increase in a nega#
balance of reserves/write-offs on account of impament from PLN 5.3 billion in 2008 to PLN 12.0 billiomi
2009 (net write-offs in subsequent quarters amautdée PLN 2.6 billion, PLN 3.1 billion, PLN 2.6 tibn and
PLN 3.7 billion, respectively). As a result, resesV write-offs ate up as much as 24.5% from bankimsiness,
while in 2008 it was 11.0%, and in 2007 it was ofl$%. On the one hand, the scale of write-offiect$ the
impact of the global crisis on the situation of soborrowers, and on the other hand, it indicateaknesses in
risk managementenhanced by the excessive market expansion iprthéous periods (including competing in
terms of risk acceptance).

Such a large increase in negative balance of wifeewas caused primarily by a very large incraasset write-
offs related to loans granted to retail client®iffr PLN 3.3 billion to PLN 7.6 billion)Situation regarding
consumer loans was the worsfthe growth of the negative balance from PLN 3illob to PLN 7.1 billion,
including an increase regarding credit cards, flRodN 0.3 billion to PLN 0.9 billion). This resulted a large
extent from the aggressive strategy of severallssnal medium-sized banks and branches of creditutisns,
which in the recent periods were carrying out graling policy with the aim to obtain the greatesrket share
(a group of these banks accounted for almost 45%6taf net write-offs made in the entire sector le/hheir
share in the assets of the sector was less thai. 208&ever, a significant increase in write-offs account of
house loans is also noticeable (from PLN 0.2 hillio PLN 0.6 billion).

The impact of deteriorated financial condition afn®e corporate clients was definitely smaller bugoal
significant. The disproportion of the negative Inaka of write-offs between the corporate sector ratail sector

draws attention here. While the growth of non-peming loans in the corporate sector (PLN 10.7 duil)i was

higher than in case of households (PLN 9.5 billigh¢ negative balance of reserves created foiocarp clients

was much lower. In the absence of a proper congeevapproach in estimating future cash flows frorese

exposures, they may be the source of additionaéverffs.
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ZRelation of interest income to average assets.

ZRelation of operational costs (activities and dejatéon) to the income from banking business caegdy the result of the remaining
revenues and operational costs.

Relation of net financial income to average baajuital.



Given the different groups of banks:

net income of commercial banks decreased by 35{&%h (PLN 554.5 million to PLN 8 099 million). This
was caused by the more than twofold increase ohégative balance of reserves / write-offs (fromNPL
854 million to 10 922 million), while the resulbim banking business increased (by 2.1%), the gecests

fell (by 0.7%). It should be noted, however, thia¢ fpicture of this group is not homogeneous. Strong
deterioration of financial results of several ingibns which in previous periods were charactetiag very
aggressive strategies, had a negative impact opeatfermance of the entire group. These strategjimed

at increasing market share as fast as possiblécydarly the segment of household loans. In 2Q68,risk
taken by these institutions materialised and tfie@incial results "collapsed" (net profits fell nyore than
half, or losses occurred). On the other hand, baviks more conservative management models, which
during the previous periods had been implementhng strategies of stable, sustainable development,
managed to handle the crisis phenomena quite Alit turned out, this model of business worked| vied

the age of the crisis" and has generated positgalts so far (some entities reported an improvernmen
financial results as compared to 2008);

branches of credit institutions recorded a net (843N 90 million), compared to a profit (PLN 203Iain)
recorded in the previous year. This happened ded$pé increase in the income from banking business
(33.6%) as a result of the increased scale of tipesa(on the other hand, it led to an increasgeneral
costs by 21.2%). Such a large deterioration in ggerénce was the result of aggressive development
strategies of some branches, as a result of whiet incurred very high costs of write-offs / resson
account of bad loans (increase from PLN 349 millierPLN 973 million). It should however be borne in
mind that, similar to the entire sector, the pietoff this group is not uniform and some of the bhras
reach positive or very good results;

the net financial result of the cooperative banksegtor decreased by 22.4% (from PLN 900 million to
PLN 698 million). Unlike other groups, the decreasperformance was not caused by increased wfige-o

/ reserves (the negative balance decreased fromI20Nmillion to PLN 109 million), but it was thest

of the decline in the performance of banking busings.6%) and a slight increase in general costs (b
2.4%). The decline in interest income (by as must3%.3%) resulted from the reductions in the NBP

interest rates (this influenced, iter alia, a rafuc of income from preferential loans which accotor
nearly 30% of the total loan portfolio of this gpaf banks and are linked to the interest rateah®NBP)
and from the "deposit war", which, while causing thutflow of deposits to commercial banking, fortee
increase of deposit rates in order to stop ituhn,tthe performance of cooperative banks wasl|sabiby
the more conservative and local nature of actwjtend the inflow of EU funds improving the income
situation of many rural households which constiauteey customer base.

The accumulation of adverse events translated angignificant worsening of effectiveness measurfethe
banking sector. In particular, due to the reducionthe NBP interest rates, "deposit war" andgtmnth of
unsupported loans, the interest margin declineair(fB.2% in 2008 to 2.6% in 2009). The decrease@ER
(from 22.1% to 11.3%) was also the consequencenefdeclined performance of banks. However, when
analysing this ratio, it should be noted that tleéedoration of this measure was also influenced lpositive
phenomena, that is, a large increase in equitys{ngua greater denominator). At the same timectstiost
control helped to minimally improve the operatirasts ratio (from 54.1% to 54.0%).

To sum up, there was a significant deterioratiothanfinancial performance of the banking sectd2009, but it
did not weaken the stability of this sector.

To a large extent, it was caused by the crisis Wistsweeping" through the global economy. Howetee,

deterioration was caused also by the low qualityn@nagement in some banks and branches of credit

institutions, and this requires substantial improeet. In particular, a negative impact on the imafihe entire
sector was exerted by a group of several entitirs;h in the previous period were characterizeceklyemely
aggressive market strategies, also based on nijgask acceptance criteria.



IV. MAIN RISK AREAS
Liquidity risk

The liquidity of the banking sector remains at &s$actory level. Unadjusted contractual paymenteslaof
assets and liabilities, limited trust and aversfonrisk resulting in the weakening of the interbamiarket
functioning remain the main sources of risk.

Number of banks and branches of credit institutionsviolating the Resolution 386/2008 at thend of a month

01/09| 02/09| 03/09| 04/09| 05/09| 06/09 | 07/09 | 08/09| 09/09| 10/09| 11/09 | 12/09
Commercial banks 3 2 4 2 2 1 1 3 3 4 2 1
Branches of credit institutions 1 1 1 1 1 1 1 1 1 1 1 0
Cooperative banks 7 5 5 12 9 11 6 9 10 10 6 10
Total share in the sector assets (%) 2.7 0.4 4.7 0.3 0.7 0.3 0.2 0.3 0.4 0.4 0.3 0.3

Selected measures of the banking sector liquidityn( PLN billion) Share in the balance sheet total ofthe banking sector (%)
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Based on ongoing monitoring, it can be concludeat the scope of the banks' observance of the PSFA
Resolution no 386/2008 regarding the establishmenof liquidity standards binding for banks is
satisfactory. Occurring violations are usually incidental (wigxceptions) and generally concern small
cooperative banks or branches of credit institigion

Thanks to the strong growth in deposit base coupdéil suppressing the growth rate of lending, thiéofving

was also observed:

- a significant increase in the balance sheet tdtatable deposits (from 29.0% at the end of 20082®%
at the end of 2009);

— improving the relation of loans to deposits (fro@011% to 112.1%, resulting in the reduction of the
negative finance deficit from 16.7% to 10.8%);

— increase in the share of liquid assets in the lcalameet total (from 24.8% to 25.8%), due to, ial&x, a
significant increase in the portfolio of money ilind treasury bonds, which provided liquidity be bne
hand, on the other, they are instruments with amsmaaller credit risk;

— a slight decrease in the share of liabilities doepne month in the balance sheet total (from 53t8%
52.1%).

By contrast, adverse events include:

— sustained decline in trust between financial manetticipants (despite significant improvements in
relation to the climax of the current crisis), whits reflected in the interbank market by, amonigeot
things, shortening transaction terms, reducing alulimits, and thus leads to difficulties in managyi
liquidity,

— increasing the negative balance in settlementhi®fbianking sector with the financial sector (frotfNP
134.7 billion at the end of 2008 to PLN 152.3 bitliat the end of 2009. ; in case of residentsnégative
balance decreased from PLN 19.0 billion to PLN 18liéon, and in case of non-residents it increaed
PLN 115.7 billion to PLN 133.7 billion). The increed negative balance was due to the previously
described reduction in deposits of Polish bankeatbr(exchange into other liquid assets). Moreoasr,
mentioned before, a large part of non-resident $uf@len 50%-100%) is derived from parent companies
and is often of a long-term nature. This resultgdducing the risk of liquidity, although it makése
situation a subsidiary dependant on the finandéiahton of the parent company. We should also thddl
in case of most entities controlled by foreign fiol institutions, the parent companies have dedla
support for the liquidity, and so far these inditins aid the Polish entities if necessary (eveudg they
have their own financial problems.) Therefore, asgl as the situation of a parent company does not
fundamentally deteriorate, there should be no bl with supporting Polish subsidiaries, especiafly
failing to provide such assistance would exposeethimstitutions to a reputational risk;

— declined value of the loan portfolio, resultingtive increased risk to the timely repayment of dilans by
customers, which may adversely affect current dguiof individual banks.

To sum up, it may be concluded tlthé current situation of the banking sector in thescope of liquidity is
satisfactory, and the main sources of risk arepersisting,limited level of mutual trust between the the
financial market participants, failing to adjusnt@ctual liquidity dates of assets and liabilitiexyether with no
currency adjustment, significant finance deficitliie scope of operations with the financial sealeteriorated
quality of the loan portfolio anduncertainty regarding the future situation of parent companies Therefore,
actions to increase the stability of funding sourceand strategy preparation, which are well integragd into
external environment, are still desirable This is particularly important in view of decléimms made by banks
regarding the increase in activity.



Credit risk
Receivables from the non-financial sector rema@rttain source of the credit risk - they repres@&8% of all

non-performing receivables, whereas non-performieggivables from the financial sector constituteretye
1.0%, and from the budget sector - 0.2%.

Non-performing receivables from the non-financial ector (in PLN billion, nominal value)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Total non-performing receivables 29.0 24.2 22.7 27.4 48.8] 21.4 77.9
- commercial banks 27.8 23.0 21.6 25.8 45.8] 20.0 77.3
- branches of credit institutions 0.3 0.4 0.2 0.7 1.8 1.1 157.9
- cooperative banks 0.9 0.9 0.9 0.9 1.2 0.3 34.6
Total non-performing receivables from the non-fin.sect. (in PLN billion) Total share of receivablesfoa given group (%)
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Significant deterioration in the macroeconomic &tbn combined with a sharp increase in lendingeolesd in
2006-2008 and carried out with the excessive ré¢ilaxaf lending standards, led to the strong inseeim non-
performing receivables from the non-financial secfiotal non-performing receivabf@sincreased by 77.4%
from PLN 27.4 billion at the end of 2008 to PLN &4&illion at the end of 2009. At the same time tiskiare in
total receivables increased from from 4.5% to 7.6%.

®The definition of non-performing receivables islirted in the resolution by the Minister of Finarzseof 16 December 2008 on the rules
for creating reserves on account of risk associattfdthe banking business. Leaving exceptionseasidn-performing receivables include
credit expositions for which the delay in repaymerteeds 3 months (6 months for retail loans) antife situation of a borrower
indicates that the timely repayment may be at iBgaks which apply IFRS, identify receivables bedghe risk of impairment according
to IAS 39, taking into account good practice inélddn the R Recommendation on the rules of identifyeceivables which have lost
their value and establishing revaluation write-affs them. Then, they translate the obtained resudts categories, for the reporting
purposes, such categories being the closest unibe defined in the regulation by the Minister iofafce.



What's significant, portfolios which have detertexh the most were the portfolios of branches ofditre
institutions (non-performing receivables from thenffinancial sector increased by 157.9% and thedres in
total receivables increased from 2.3% to 5.3%) @mmercial banks (increase by 77.3%, increasedrshiare
from 4.8% to 8.0%), while the portfolio quality @boperative banks remained relatively high (inceeby
34.6%, increase in the share from 2.8% to 3.4%.)

Non-performing loans and their share in portfolio fominal value; PLN billion; %)

Value in PLN billion Change 2009/2008 Share in a given category %
2007 2008 2009 in PLN in % 2007 2008 2009
Total non-performing loans 22.0 26.6 46.8 20.2 76.1] 5.1 4.5 7.5
Non-performing household loans 10.4 13.0 22.5 9.5 73.5 4.1 5, 5.5
- housing 1.4 2.0 3.2 1.3 64.3 12 1.0 15
PLN 0.9 12 1.8 0.6 53.3 1.7 2.0 2.4
foreign currency 0.5 0.8 1.4 0.6 82.0) 0.7 0.6 1.0
- consumer 6.7 9.0 16.7] 7.7 86.0f 6.6 6.6 10.8
overdraft 1.3 13 1.8] 0.5 36.0 7.4 6.5 8.0
credit cards 0.6 0.9 1.8| 1.0 111.5 6.2 6.8 12.1
other consumer 4.9 6.8 13.1 6.3 92.6} 6.4 6.6 11.2
- other 2.3 2.0 2.6 0.5 26.8 6.7 5.3 6.1
Non-performing loans from corporate sect. 11.6} 13.5 24.3 10.7} 79.2) 6.7 6.1 11.4
- current operations 7.1 7.2 12.6 54 75.4 7.9 6.5 12.7
- investment 2.6 3.6 6.9] 3.3 93.6 5.6 5.6 10.7
- real estate 1.8 2.8 4.7 2.0 70.4 5.3 5.9 9.8
Non-performing household loans (in PLN billion) Shae of non-performing loans in total loans (%)
15 | 12
10 8
5 4 -
0 - 0
Home Consumer Home Consumer
Loans PLN FX loans Other Loans PLN FX loans Other
m 2007 02008 m 2009 m 2007 02008 m 2009
Non-performing loans of companies (in PLN billion) Share of non-performing loans in total loans (%)
15 | 12
10 | 81
5 4
0 - 0 -
Current activity Investments Real estate Current activity Investments Real estate
m 2007 02008 m 2009 m 2007 02008 m 2009



The portfolio of non-performing loans increased #8y1% (from PLN 26.6 billion at the end of 2008RaN
46.8 billion at the end of 2009), and their sharéotal loans increased from 4.5% to 7.5%.

The value of non-performing loans of the enterprisesector increased by 79.2%from PLN 13,5 billion to
PLN 24.3 billion),and their share in the portfolio increased from 6.% to 11.4%. This should be linked with
the deteriorated financial situation of some essitiollowing the difficult external conditions, rtakes made in
the development strategy (excessive expansion glaigood economic situation), as well as mistakes i
financial management policy (consisting, inter giiasome entities concluding transactions in fgmeéxchange
derivatives which were improperly selected or did result from actual needs, but were of a speiwalatature
and created large losses).

The value of non-performing household loans increa&sl by 73.5% (from PLN 13.0 billion to PLN 22.5
billion), and theirsharein the entire portfolio increasdtbm 3.5% to 5.5%:

the quality of consumer loans decreased the mosthe value of non-performing loans in this grodp o
loans increased by 86.0% (by PLN 7.7 billion), dhelir share in the portfolioincreased from 6.5% to
10.8%. Further growth of non-performing loans on cregditds and overdraft catches attention, and may
indicate that these products are used to settlomess' other obligations (including most likehals to
other banks). It should be noted that in the ewdrfinancial problems these loans will probably the
primary source used by households to save thediabliquidity.

The very strong increase in non-performing loansugh be related to the decline in the labour market
overly expansive policy of some banks in earlieriqgus and the lack of reliable credit investigatimmd
review of credit capacity. This resulted in gragtinans to persons who should not receive theny (tiael
already "overborrowed") or granting loans the ami@frwhich exceeded the actual capabilities of give
customers. At the same time, due to the low qualfityollateral, one must expect that the efficienégebt
recovery in this respect will be limited. There d&ears that due to the decline in the labour martet
quality of such loans will further deteriorate wbsequent periods.

It is worth adding that the consumer loan portfaianot only generating increasing risk for the kag
sector, but is also indicative of the situationnidividual households (in case of financial diffices, loans
from this category are impaired in the first place)

the value of non-performingome loansincreased by 64.3% (by PLN 1.3 billion), and theiare in the
portfolio increased from 1.0% to 1.5%(in case of currency loans - from 0.6% to 1.0% ans in PLN -
from 2.0% to 2.4%).

It should be concluded however, thia relatively high quality of home loans does nateflect the actual
scale of risk related to the portfolio of these loas. First of all, it must be borne in mind that masins
have a very short history. Secondly, until the end of February 2009, thetfpio of such loans was
characterized by a very high growth dynamics, whaiminated" the increase of non-performing loays
increasing the value of the entire loan portfobko, the share of non-performing loans had to be low.
Thirdly, a survey shows that the second half of 2009 the regular repayment afearly 12 thousand
loans which total value is PLN 2.1 billion was disintinued. Fourthly,a strong increase in the average
LTV ratio of the banks' credit portfolio raises concern (loans with LTV exceeding 80% constitute more
than half of the loan portfolio), which means tihatcase of necessary realization of collateral uchsa
great scale, the claims of some banks will notdisfed (at the end of 2009, bank portfolios imgd 21
thousand loans which were more than 30 days inuttef&inally, the fact that at the end of 2009 dhd
beginning of 2010 the lending standards in the afelhome loans are being relaxed again (or these ar
announcements of such relaxation) must be conglderfavourable. Statements issued by banks, clgimin
that a large proportion of these activities is tueompetitive pressure, are worrisome.

Banks that were granting loans with a very high LA™ a very long credit period, in foreign curresci
while having a very liberal approach towards thedi@rcapacity of a client, that were applying lowangins
which didn't cover the expected costs of risk, eéased cost of financing or the costs of securieglitr
exposure, are in the greatest danger that the wdlteir home loan portfolio will deteriorate atigy will

be exposed to all the resulting negative conseaagefue their financial performance.



Banks with aggressive development strategies
(changes of selected items in 2007-2089)

Increase in consumer loans in 2007-2009 (PLN mili) Increase in non-performing consumer loans in 2662009 (PLN million)
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As already mentioned, the picture of the bankirg@®eis not homogeneous. The situation of seveaakb and
branches of credit institutions, which in recenangewere characterized by aggressive developmedelsian
the area of retail banking, had a significant intpat the strong deterioration of the quality ofditeortfolio

and the sector performance. In 2009, the risk ese¢hbanks materialised and the value of creditfgimg

sharply deteriorated, which resulted in a rapidnghoof write-offs on account of impairment (fromethotal

increase of non-performing consumer loans in thewarhof PLN 7.7 billion, this group of banks acctachfor

as much as PLN 5.4 billion; there are three bankghamentioning, the ones in which the increaseasisumer
credit portfolios was about PLN 3-6 billion oveettast two years, and the increase of non-perfayigans was
PLN 1 billion or more). Consequently, the performamwf these banks slumped.

Duplicating errors in risk management also in cafsether loan portfolios may pose a significantettrto the
financial result of these banks (particularly maggs granted mainly in foreign currencies, theitjuaf which

is now satisfactory).

To sum up, it can be concluded that the qualitgrefiit portfolio of banks strongly deteriorated2®09, which
was caused by both the strong decline of the ecgnamsiwell as mistakes in risk management madéen t
previous periods. Due to the persisting, difficeternal conditions, growing unemployment and desirey
remuneration dynamics, there is a fear that thditgue a part of the credit portfolio may decliine the nearest
periods, particularly in the area of household a@n the other hand, as long as the observed gwaufe
economic recovery is maintained (or accelerateg®, may expect a gradual decrease in pressure aquttiey
of the credit portfolio, particularly in the arehamrporate lending.

ZNumbers 1, 2, 3, ..., 10 on the x-axis represdetts banks included in a group of banks with asgjive development strategies, ranked

according to the amount of the balance sheet total.



Capital adequacy

On account of the above-mentioned activities byA3ke NBP and bank management boards, the cdjzita
of banks and thus the ability to absorb potentissés were strengthened in 2009.

Own funds, total capital requirement and solvency atio (in PLN billion; %)

Change 2009/2008
2005 2006 2007 2008 2009
in PLN in %
Banking sector
Own funds to solvency ratio 46.1 51.6 61.8 77.6 89.7 12.2 15.7
- core funds 45.6 50.3 60.0 74.3 88.4 14.1] 18.9
- supplementary funds 3.8 4.3 5.7 8.5 10.4 1.9 21.8
- reductions of core and supplementary funds 3.7 3.4 4.3 5.8 9.4 3.6 62.7
- short-term capital 0.4 0.3 0.3 0.4 0.3 -0.2 -33.6
Total capital requirement 25.3 31.2 40.7 55.5 54.2 -1.4 -2.5
Solvency ratio (%) 145 13.2 12.1 11.2 13.3] X X
Commercial banks
- own funds 42.9 47.8 57.3 72.4 83.7 11.2 155
- total capital requirement 23.6 29.0 38.1 52.4 50.5 -1.9 -3.5
- solvency ratio (%) 14.5 13.2 12.0 11.1 13.2 X X
Cooperative banks
- own funds 3.7 3.7 4.5 5.2 6.1 0.9 17.9
- total capital requirement 2.1 2.1 2.6 3.2 3.6 0.5 15.3
- solvency ratio (%) 14.0 14.0 13.8 13.1 13.4 X X
Surplus of own funds over the total requirement (inPLN billion) CAR — Solvency ratio (%)
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Own funds of the banking sector increased by 15.7%from PLN 77.6 billion at the end of 2008 to PLN.3

at the end of 2009). The increase in own fundsltesprimarily from the increase in core funds, ethreached
PLN 88.4 billion and were higher by 18.9% thanta &nd of 2008 (mainly due to retaining almostehére

profit for 2008 in banks, recapitalization of BGKdha very large issue of shares by PKO BP).

All commercial banks met the requirement of minimawn funds at the level of EUR 5 million. In cadette

cooperative banking sector, the supervisory ada&en and the appreciation of the zloty observerhfthe mid-
February last year caused that at the end of thegmly one bank did not meet the required mininafreUR 1

million (in March last year the number was as mast93), while the solvency ratio of this bank wamenthan
8%.

Due to the low dynamics of lending and changesh& dtructure of assets (such as reducing exposutteet
financial sector while increasing the NBP moneyisbiéind treasury bonds), the total capital requirgme
decreased by 2.5% (from PLN 55.5 billion to PLN S4illion). The requirement on account of credgkri
constituted 87.2% of the total requirement, theumesment on account of operational risk was 11.8%@ the
other requirements accounted for 1.8% only.

The funds held by banks covered the current risk@ated with their activity (at the end of lasay¢he surplus
of own funds over the total capital requirement anted to PLN 35.6 billion). At the same time themase in

the total capital requirement coupled with a strgrmwth in own funds has causadignificant increase in the

solvency ratio of the banking sectorfrom 11.2% at the end of 2008 13,3% at the end of 2009 (in
commercial banks from 11.2% to 13, 2%, and in caatpes banks from 13.1% to 13.4%).

At the end of the year, all banks had the solvematip in the statutory amount. At the same timey@8 banks

(4 commercial and 29 cooperative ones) had a soyveatio below 10%, but their combined share indhsets
of the sector was only 6.3%.

To recapitulate, in 2009 there wasubstantial reinforcement in the capital base athe Polish banking sector
and a significant improvement in terms of capitdéguacy. As a consequentie stability of the banking
sector strongly increased, including the ability toabsorb potential losses; the potential for expandg
lending was enhanced, too.

However, taking into account difficult external clitons and the resulting significant risk increaaetivities
aiming at maintaining the reinforced capital basedesirable.

Conclusions

Based on this description of main risk areas weamatlude thathe current situation as regards the capital
base is good, whereas in terms of liquidity it isadisfactory. The credit portfolio quality constitutes the
main risk area, since as a result of deterioratiorn the macroeconomic situation and credit policy aplied

by some banks it has substantially worsened

Ignoring experiences and failure to draw conclusios from recent crisis phenomena seems particularly
alarming.

Re-expanding (by some banksh foreign currency loans offerarouses concern The period 2008-2009
showed the scale of exchange rate volatility amieged risk. It particularly refers to householuzarly all of
which have no natural security for their exposureshe form of income received in currencies tha tne
subject of the loan. It should be noted that ebeugh due to differences in interest rates instatmef foreign
currency loans are lower than of similar loans aeinated in PLN, yet as a result of a strong wealgoif the
zloty there has been a steep debt increase foigforrrency loans expressed in PLN (for the majooif
customers with a currency loan the amount of dshhtigher than for those who have contracted theesam
obligation in PLN). We cannot assume that resuUldepreciation of the zloty will be constantly coemsated by
favourable changes in interest rates.

In some banksve can observe a return to overly liberal credit plicy rules for housing loans (LTV level).

The banking sector should be prepared for effects fodiscontinuity in changes in the economic
environment by applying an appropriate range of stress teglsaations taken based on their results.



In response to the identified phenomena of loosergncredit policy standards for retail loans and in
particular lowering requirements in creditworthisesnalysis,n February 2010 the PFSA adopted the T
Recommendation that has to be quickly implementechto the banking practice



V. OUTLOOK FOR 2010

In 2009, there was a visible improvement in theiagion in the financial market and the global ecopo
gradually recovered. On the other hand, howevanenaus potential risks that could severely disarpdestroy
the incoming improvement have still been preserg.3Would be aware that although the activity oftthsiness
sector is expected to improve, according to foreschy economists the situation on the labour mavkiét

continue to be under high pressure.

Based on financial plans of commercial banks arghdites of financial institutions sent to the Bagkin
Supervision we can expect a moderate pace of bgrdgntor development and a significant improvenient
financial results. In particular:

¢ banks expect the increase in the balance sheétbtp@bout 11%, which is to be mainly driven by a
significant increase in receivables from non-finah¢over 16%) and state budget (by about 54%)ossct
Therefore, it seems that there will be a certaift #h banks' activity towards expanding lending ®ME
sector and the local government sector. Receivdbles the financial sector are also expected te (s
about 7%, whereby deposits at non-residents abpe farther reduced and their value should lowemuoye
than 10%). A slight increase should also occuh&ngecurities portfolio (by about 2%). In particula
v"loans to households should increase by about 88ydimg home loans by about 14%,

v"loans to business sector should grow by about 15%;

¢ the development of activity is to be based maimiytlee growth of liabilities to the non-financialcser
(by about 12%). To a lesser extent funds for degrekent are to derive from an increase in liabilitethe
financial sector (by about 7%, whereby banks expettcrease in liabilities towards non-residentsnoye
than 20%, which may only partially result from tegpected appreciation of the zloty) and growth in
liabilities due to the issue of own securities éiout 55%). At the same time liabilities to stabeldgeet and
local government sectors are to be reduced (bytal®) In particular:

v'deposits in the household sector should grow byia®

v' deposits of the business sector should grow byt

¢ as aresult of improvement in operating conditifresnet financial result is to grow by about 30%s |
to be achieved by a decrease in the negative wfftkalance (by about 6%) and a significant improeat

in the interest income (by about 13%) and commissiocome (by about 18%), while maintaining a redluce
dynamics for operating costs growth (by about 4%evertheless, it should be noted that nearly oimd tf
reporting institutions expects a deteriorationheit results and 11 expects to suffer a finan@at|(in 5
entities it is estimated to amount from PLN 50 @@ 2nillion);

¢ banks expect an increase in own funds (by about @#tigh is to occur inter alia due to allocating th
majority of gains for 2009 to adding funds to calsit Because of a higher dynamics of lending ahslig
reduction in the solvency ratio can be expected;

¢ despite an improvement in financial results andharease in capitals, banks expect a further grafith

bad loan portfolio, whereby it applies mainly t@ thortfolio of loans granted to households. Inipafar,

according to banks' estimates:

v" bad household loans may increase by about 18% @EZMillion ), with bad home loans increase by
about 33% (PLN 1.1 billion).

v" bad business sector loans may increase by abo(PEBb 1.5 billion);

¢ the improvement in operating conditions induces esdmanks to slightly increase their employment (by
about 1%) and develop a network of partner oufl®tsabout 10%). The network of own outlets will @m
virtually unchanged.

It should be made clear that results of these aizalre a sum of all examined entities' expectatam do not
take into account any potential interactions (egne entities probably assume that they will takeyae part of
the market from competitors).

It is also worth to take notice of a few issuessthy, expectations of banks regarding changeséeivables and
liabilities towards the financial sector indicateat the situation in the interbank market shouldgrione

(reluctance to invest funds abroad is still visjliteo). Secondly, the banks see a better futureéh@rfinancial
situation in the business sector (the growth in lihd loans portfolio appears to be relatively smadlthe



financial situation of some companies effectivehproves it may appear that a larger number of prons gets
released than it was initially expected. Thirdlye whould take note of banks' expectations as rsgard
significant increase in bad home loans portfolio.

To recapitulate, based on banks' financial forecéistluding the above mentioned reservations)camre draw
some optimistic conclusions regarding the progneghe situation of the banking sector in 2010. ldger, we
should be aware that the increased risk generatéioebenvironment around banks can exert a negptegsure
on their situation.



VI. MAJOR REGULATORY CHANGES AND SUPERVISORY ACTIVI TIES

The primary objective of the banking supervisiontasensure the security of funds accumulated ork ban
accounts and the compliance of banks' activity witbvisions of Banking Act, the Act on the Natiof&nk of
Poland, statutes and the decision on issuing aipéonestablish a bank, as well as compliance ¢fvisies
conducted by banks in accordance with Art. 70 Raaf the Act of 29 July 2005 on trading in finaricia
instruments with provisions of this Act.

Moreover, in accordance with the Financial Markep&vision Act, the supervision over financial metrkims

at ensuring the proper functioning of the markés, stability, security and transparency, confideitehe
financial market, as well as ensuring protectiothtointerests of market participants.

Activities undertaken under banking supervisionude in particular:

— assessing the financial situation of banks, incigdixamination of their solvency, asset qualityrpant
liquidity and financial results,

— examining the quality of bank management systenticpdarly risk management and internal control
systems,

- examining the conformity of granted loans, casm#pdetters of credit, bank guarantees and suraties
issued bank securities with regulations applicabléis regard,

- examining collaterals and timeliness of repaymentsans and cash loans,

— examining the compliance with the limits referredin Art. 71 and Art. 79a of the Banking Act, and
assessing the process of identifying, monitoring aantrolling exposure concentration, includinggéar
exposures,

— examining whether the bank complies with standdedied by FSA for risk acceptable in bank's openat
and managing operational risk, including in patdcwadjusting risk identification and monitoringogess
as well as reporting on risk to the type and sotbe bank's operation,

— assessing the estimates, maintaining and reviethimgternal capital.

The framework of supervisory policy is determingdtbe Banking Act, the Financial Market Supervisibct
and regulations issued on these grounds by FSA.

Major regulatory changes

The regulatory policy in 2009 aimed at:

— enhancing security and stability of the financedtsr,

— continuing actions accounting for experiences eglab the financial crisis, aiming at improving thisk
management quality in banks and as a result pinotecash deposited on bank accounts,

— ensuring the protection of non-professional mapiegticipants.

Objectives of regulatory and prudential policy wemplemented by introducing new regulations and ifiyath

regulations that had been applied so far. Furthegnibe objectives were implemented by:

- clarifying and resolving doubts of banks regardimgdential regulations, special rules for bank acting,
financial reporting, including consolidated finaaicstatements of banks,

— developing in cooperation with banks and the NB&ngfes in banks' supervisory reporting system tiagult
from changes in the applicable legislation and rfeeabtaining information from banks for the puses
of the banking supervision,

— developing draft regulations or changes in regoesi and prudential recommendations as a part of
participation in EU Expert Groups and Basel Comemitbn Banking Supervision, within the scope cowgrin
in particular: capital adequacy, maintaining paytiguidity, criteria for assessing the qualitylo&ns and
cash loans, limiting and managing different typdsrisk such as market risk, concentration risk and
operational risk,

— developing proposals for amendments to the Act anlithrs and their Self-Governing Body, entities
authorized to examine financial statements andulslig supervision as regards rotation of audit irand
key auditors, as well as proposing amendmentsatft skandards for performing auditor's profession.



In 2009, the following regulations or draft regidais were developed:

Resolution No 314/2009 KNF on other bank's balancsheet items that are included in bank's master
funds, their value, scope and conditions for the inclusibthese items in master funds of a bank was deeel
(the resolution was adopted on 14 October 2009esmered into force on the same day). The resolutias
issued based on Art. 127 Par. 5 (2) (a) of the Bankct.

Under this resolution the banking supervision a#dvio increase bank's own funds after approval &4, by
including into bank's master funds convertible add long-term bonds which can be redeemed nbérear
than after 10 years from the issue and no more 30ayears from the issue (under defined conditggtsout in
terms of the issue). With regard to long-term boitdsas been stipulated that within the last 10ryed the
contract term the amount of funds included into terafunds is reduced by 10% in order to avoid adsud
decrease in own funds resulting from the full redgéom of bonds (such a solution is consistent vifib
mechanism of depreciation of subordinated loansigeal for in the Banking Act).

The resolution allows including to master fundsitiddally bonds issued in EUR, CHF and USD in theoant
equivalent to their value in Polish zlotys convdrét an average exchange rate announced by the NBP.
The resolution sets out specific limits, to the amtoof which different types of bonds can be inelddo master
funds, both individually for the issue of partiaulzond types and as an aggregate limit. The agtgdigait for
these instruments in relation to master funds bémk amounts to 50%, of which 50% is for conveetibbnds
and 35% for long-term bonds (the amount of thesdtdi was adopted on the basis of the amended Dieect
2006/48/EC, which is to be implemented by 31 Oatd@H 0 and its rules are to enter in force starfingh 31
December 2010).

The term of the resolution is limited to 2 yearmsnfrthe date of its entry into force. The periodidune of this
resolution is a response to the situation on firmoarkets that resulted from the global financiasis and the
need to enable obtaining a support under conditidren the access to capital has been difficult.

Draft T Recommendation on good practices in risk management for retaitlitrexposures was adopted in
February 2010.

The Recommendation is a response to the identfiieenomenon of loosening credit policy standards, in
particular; lowering requirements in credit worthés analysis, excessive and unwarranted extensmediting
period (to reduce the amount of instalments), iasireg the LTV ratio. Such situation was revealeddsylts of
inspections carried out in banks and by reporteld@ed by NBP concerning the situation in the dredirket.

At the same time, banks pointed out to competitiessure as one of the main causes of looseniigctieelit
policy. Banks were also induced to lower their doods and criteria for granting loans by an opétiu
assessment of the future economic situation, atiteiicase of housing loans by an ongoing growtksidential
property prices (stopped in the second half of 20Bthough as a result of the crisis escalatidatesl to the
bankruptcy of Lehman Brothers Bank banks changeid tiedit policy rules (tightening conditions fouistomer
and transaction approvals), yet not all entitieswdrelevant conclusions from the materializing niskulting
from the weakness in the crediting process, and atoiof them undertook adequate corrective actions.
Inconstancy in the approach to the credit risk gan@ent in some entities (such as multi-directiaf@nges in
approval conditions over a short period) indicatke need to communicate good practices and comagelid
positive changes in credit policy rules.

In particular, as regards risk management a baouldhiake into account the stability and pruderempuirement
which manifests itself, inter alia, in credit pglicules providing for a long-term risk managemeetspective,
sensitivity to environmental changes and impacttioa credit risk level by affecting the choice ofnka
customers. From this perspective, the practiceishf acceptance process in some banks differs flwmso-
defined requirements and leads to an excessivexjs&sure. The lack of objectivity and necessanseovatism
as regards parameters adopted for the assessmesredif capacity and creditworthiness should also b
emphasized. The awareness enabling acceptanagedinée risk level is particularly important. Bhawareness
in turn can stem only from knowledge on customeathered beforehand as a result of credit capacity a
creditworthiness assessment. A proper risk ideatibon and measurement as well as determiningethe bf
acceptable risk are a necessary minimum for a progelit risk management in the bank. By deterngrtime
minimum costs of living at the level below the veeHf threshold some banks prove to lack the negessar
prudence in risk management. While setting a limiparameters used for creditworthiness assessagiis
should provide for their objective nature and jysthe level at which they were set by making arefce to
amounts confirmed in analysis and researchesaldvtsable to maintain the necessary independeimeatysis

in this scope.

Another example of an excessive liberalism in dnedipolicy rules is allowing situation where it a&cepted
that customer's income is overly burdened with detndling (excessive indebtedness). This practice i
particularly worrying as regards groups of custameith the lowest income, who spend the largestesba

their income to meet the basic needs.



Identified weaknesses include the assumption maderadit capability and creditworthiness analysiat ta
customer did not fully use credit limits grantedhim by a bank. This approach should be verifietha event
of a deterioration in economic conditions (the ftlbonomic cycle). Therefore, while assuming thatlitrlimits
were not used in full the bank should show thedigliof this assumption based on empirical data.

In credit capacity and credit worthiness assessnieaibks should not disregard liabilities, for tteyment of
which customers are responsible. As a principlalyais concerning the value and quality of lialaktas well as
customer's revenue should relate to persons ltabiepay the credit exposure. Banks should prosigdn a way
of gathering and verifying information in this redaso as to reduce the risk of underestimatindetel of the
repayment burden. One of the necessary measutbssiarea is the use of internal and external destab of
financial liabilities held by customers, and thstbiy of their handling (based on reciprocity, akso as regards
feeding such databases).

The necessity to provide reliable information withine approval process should be stressed, aaiit édement
directly influencing its quality. Maintaining theedibility of the assessment should result formikmability to
obtain objective data also from external sourcdschvwould allow verifying declarations and stateisemade
by the borrower. When giving up the necessary requents in this regard the bank should prove thiineacy
of such an approach based on empirical data.

Given the adverse phenomena (and their materi@izainter alia in the form of a sharp deterioratio the
quality of the consumer loan portfolio) and havirgggard to the safety of the banking sector, the Fa8
decided to introduce a recommendation containisgtaof good practices in risk management for retetlit
exposures. Their implementation should take placthe level of individual bank units and as a pafrtan
integrated approach to risk management for retaitlit exposures across the entire bank. Recommendat
refer to the following areas:

- management,

- risk control,

— identification, measurement and acceptance of risk,

- securities,

-  reporting,

— relationships with customers,

- internal control.

Recommendations enacted by the FSA act as the frarkor a proper risk assessment and management of
retail credit exposures, and constitute a set adlalimes as regards internal control systems, wisicbuld
directly and indirectly ensure the integration béde recommendations in all processes relatedgdyime of
credit exposures.

FSA expects that these recommendations will beémphted in banks not later than six months fromdte
of enactment (with exceptions that should be imgleted not later than within 10 months).

FSA prepareddraft amendments to the A Recommendationon managing risk associated with bank
transactions concluded on derivatives market anitled Recommendationon managing foreign currency risk
in banks as well as rules for banks concerningopetihg operations burdened with a foreign currenmsl.

The A Recommendation was written in 1997, wherdéirdvatives market in Poland was only in the ihighase
of development. After more than ten years it becaimgous that it is necessary to modify it and atljo the
current state of the market, as well as to makeofigxperiences originating from crisis phenomessoaiated
with foreign exchange derivatives which occurretiveen 2008 and 2009. In connection with analysithese
phenomena the Office of the Financial Supervisiaharity delivered a letter to chairmen of bankd/Jay last
year, which contained a report on involvement dfibesss entities in foreign exchange derivativesstations,
as well as recommendations for sales process skdnanagement for these instruments.

Based on the analysis concerning the involvemenbusiness entities in f/x derivatives transactiamsl
conclusions from monitoring activities, the bankiagpervision has prepared a draft amendment toAthe
Recommendation and the | Recommendation. The pedpcbianges aim at reducing risk associated with
entering into derivatives transactions and changiegmanner in which banks inform their customésua risk
associated with concluded transactions. In thigeodnthe key is to provide customers with accyratenplete
and timely information on transactions concludedh®m in derivatives.

The banking supervision believes that implemengirayisions of the Recommendation: will limit thesdit risk
associated with entering into derivatives transasti should not result in any significant additiosasts
increase (their potential level depends on the Satirrent experience in this regard and the exjsiternal
organization), will not require any major organisaél changes.

The | Recommendation was adopted in February 2adidree A Recommendation in May 2010.



Other supervisory activities

In response to the escalation of crisis phenomkeaPFSA has undertaken a number of necessary pina/en
and adjustment actions in relation to the supedvesttities. The banking supervision has immediatetponded
to signals about problems of capital groups thatctbe reflected in a situation of their subsidiaroperating in
Poland.

Supervisory activities focused on several areaglitiadal guidelines and recommendations, monitoring

activities, meetings with Boards of banks, contadts home country supervisions, involvement in tinerk of

the Financial Stability Committee. These activiilesduded:

- recommendation to take actions aiming at increasing funds by adding all gains to banks' capitald a
not paying dividends,

— undertaking actions as regards cooperative bankshwdid not meet the requirement to have their own
funds of at the level of 1 million Euro,

— continued monitoring of the involvement of bankgndficantly exposed to foreign financial entities
(information about balance sheet and off-balaneetsamounts),

— continued duty relating to monthly reporting onremcy liquidity,

— conducting monitoring and analysis of foreign exue derivative transactions concluded with non-
financial sector entities; cooperation was alsa lwéth government authorities to determine the best to
solve the problem of f/x derivative transactionseeed into by companies, in terms of unexpectedgbs
in market conditions,

- recommendation to banks on the necessity to rethewetail credit risk management system in conoect
with the phenomenon of "excessive indebtednesstedit spiral” and to eliminate weaknesses,

— conducting problem-related and comprehensive inspec and monitoring implementation of post-
inspection recommendations,

— continued monitoring related to theimplementatibnemrganization proceedings programs,

— analysing and giving opinions on assumptions coriogrbank merger processes,

— undertaking necessary individual actions againsicesed banks within the above mentioned areaspiimes
cases also system solutions were applied, i.e. E@Amunicated a set of recommendations relating to
standards of banks' information policy and thesal®cess of advanced OTC financial products akasel
requirements associated with managing by banks asising from derivative transactions concludethwi
non-financial entities.

Meetings with banks were also an important elenadrgupervisory activities. These meeting aimed agnon

others at:

— providing an assessment of the banking sectortgitya

— presenting the undertaken inspections and thaiftsgs

— pointing out to the fact that banks have to taksirdble actions that are expected by the banking
supervision and aim at enhancing safety and effigieof the sector, as well as informing on worlanpled
by the banking supervision related to amending @ntiel regulations in force and developing new ones
including works undertaken by international EU iitagions.

Discussions and possibility to submit postulatethebanking supervision were an important elenoérthese

meetings.

In 2009, FSA as the host supervision issued anapiconditional approval) for the consolidatingpsewvisor to
the proposal made by a bank as regards the appiicat the Advanced Measurement Approach (AMA). The
Authority also issued two approvals for a bank pplg its own own models to determine the deltadptions.
The current and continuing cooperation with bania @onsolidating supervisors was also carried suegards:

— analysis of proposals and planned applications {hachecessary documentation) concerning issuahce o
decisions / expressing opinions on approval for tlse of statistical methods to calculate capital
requirements due to: credit risk (IRB), operatiomsk (AMA), market risk (including models for
calculating the delta for the purposes of calcotathe equivalent for OTC options and sensitivitydels
used to determine the position of the trading bpoiary instruments for calculating capital requient
due to the general risk of interest rates),

— verification whether banks met the conditions dedinin the decision on applying statistical methéats
calculating capital requirements for credit risk.

— changing the mode (in relation to the mode defimethe previously issued decision) in which statadt
methods for calculating capital requirements faddrrisk are implemented.



Direct supervision over banks of analytic and inspetion nature

The purpose of the inspection policy implemented009 was the continuation of activities aimeddantifying
threats and increased risk areas in banks. Mongoaictivities were carried out based on an annlaal pf
monitoring activities. The plan of inspections onumercial banks has been developed according tetearch
model based on the supervisory cycle, it also taksaccount results of ongoing analysis of ecoicoamd
financial situation of banks. In turn, for coopé@ratbanks the main criteria taken into account whkmning
monitoring activities were: the date of the lastpoehensive inspection, the degree in which redzgéon
proceedings were implemented, analytical assessnagwt forecasts for economic and financial sitmatiow
post-inspection recommendations were implementddagvious supervisory activities applied to thakba

The list of monitoring activities carried out in 2009

Comprehensive Problem-

. : related Other Total
Inspections inspections

Commercial banks and branches of credit institutiors

- the number of monitoring activities 11 6 2 19

- number of man-days 4595 969 68 5632

Cooperative banks with assets exceeding 100 milliah

- the number of monitoring activities 18 7 3 28

- number of man-days 3970 125 72 4167

Cooperative banks with assets equal to or less thd®0 min zt

- the number of monitoring activities 30 14 - 44

- number of man-days 2947 178 - 3125

Activities carried out under comprehensive insgeigias a standard included examination of the \idtig
areas: asset quality, liquidity, interest rate rgikrency operations risk, operational risk, ficiahresult, capital,
management - including compliance with the law goig banking activity, statutes and meeting caodg set
out the permission to open a bank. Each area wasiiagrd and assessed in accordance with the applicab
banking supervision methodology. As part of compretive inspections an additional task assignedhby t
Management Board of NBP was executed, too, i.etrabifithe required minimum provision was transéat.

In turn, during problem-related inspections selécieeas of banks' operation were examined, whicthén
opinion of the banking supervision could increagels' operational risk. Issues related to countieiatmoney
laundering" and terrorist financing as well as iempenting recommendations issued after previousotems
were also subject to examination and assessment.

In the course of comprehensive inspections cawigdn 2009 in commercial banks a particular attentvas

drawn to the following issues:

— the way in which banks assessed creditworthinetiseaf customers,

— managing bank's risk associated with foreign exghaderivatives, including the quality and scope of
information that was provided to customers wheerirffy various banking products (especially inforiorat
about risks arising from transactions),

— calculating capital requirements for credit riskdasperational risk, and determining and maintainiyg
banks internal capital under Pillar II,

— complying with the provisions of Resolution 383/80RNF on the bank's risk management process and
internal control system,

— managing bank's risk associated with loans to fimameal estates, including practical aspects of
implementation of provisions of S (Il) Recommendatbon good practices in credit exposures secured by
mortgages,

— managing bank's liquidity risk, including adheremceéresolution 386/2008 KNF - in particular as rega
the correctness of the calculation of supervisimpyidlity measures and compliance with them,

— conducting bank's stress tests and analysis afithpact on the situation of surveyed banks,

— emergency business plans,

- reliability of information contained in the BION @stionnaire,

- implementing recommendations issued after previoggections.



Results of inspections conducted in 2009 revediatiriot all banks have complied with applicableutetjons
in a satisfactory degree. The main irregularitedated to:

— the process of bank customers' creditworthinesssas®ent (also as regards derivatives);

— the manner in which the portfolio of credit expasisecured by mortgages is monitored;

— analysis of the impact of exchange rate changesrmist rate changes on credit risk;

— the process of estimating and maintaining the matecapital;

— the business continuity management process;

— the compliance risk management;

— the scope, quality and frequency of banks' managemporting;

- the scope of internal audit activity and effectiges of controls;

— failure to adjust internal procedures to the emgstbrganizational structure;

— failure to define the acceptable risk tolerance;

- inadequate risk limit systems;

— failure to identify and measure certain types sk;ri

— inadequate supervision of the Management Boardsapervisory Board on the risk management process.

The findings resulting from the conducted monitgriactivities are included in the record of inspauti
Following conducted inspections banks were forwdrBS&FA recommendations regarding the the removal of
irregularities in order to reduce risk in the barest repeated recommendations were:

in the scope of assets quality:
- ensuring full identification of credit risk assod with loans to private individuals by verifying
established assessment rules for creditworthineissliwiduals and their periodic monitoring, in piaular:

o implementing the requirement of documenting bydhstomer income constituting a basis for
determining the creditworthiness,

0 establishing realistic minimal costs of living bktborrower (household),

o determining minimal fixed costs for maintenancetted household, for example, rent, power
supply and other fixed expenses,

o including in the creditworthiness formula the ctdidibilities arising from the credit and credit
cards limits,

o taking into account the impact of potential inceead interest rates on on the customers'
creditworthiness.

— conducting a comprehensive review of credit expesutaking into account the applicable provisions,
concerning the valuation of assets and the creafioeserves and provisions hedging the suffergd ri

— improving risk management of financing real estatd implementation of the requirements of the Rolis
Financial Supervision Authority's Resolution No.18808 of 17 December 2008 on issuing the "S" (ll)
Recommendation on good practices in credit expessgeured by mortgages, in particular by:

o identification of the risk level associated witindincing real estate, including the values and
the internal structure of the real estate creditfplio,

0 conducting time-to-time verification of policy regling credits secured by mortgages,

0 setting risk controlling limits,

0 separating, in the organizational structure of lla@k, functions relating to the analysis of
credit applications, risk assessment and credis@cmaking,

0 conducting stress tests on the impact of the fisthanges in interest rates on the quality of the
portfolio,

o0 determining the maximum LTV ratio levels for diféat types of collaterals,

0 examining LTV ratio level before a credit decisiarpdating value of the properties and
monitoring the level of LTV ratio during the credigreements and developing procedures
determining the rules of bank's procedure in casearease of the LTV ratio value for
individual exposures,

0 monitoring the real estate market, creating a desalon real estate constituting collateral for
credit agreements,

o developing detailed internal procedures for thecpdures in cases of rapid changes of the
collateral value of loans (contingency plan).

- improving risk management of exposure concentratinn

o defining the rules for determining and updatingtbacentration limits,

o developing assumptions for conducting stress tests,

o verifying the level and type of set limits, incladi through the use of results of stress tests,

o monitoring and reporting of all set limits.



improving risk management related with the allamatiof credit intermediation activities to external
economic entities by:

o determining acceptable level of risk associatedh whie allocation of credit intermediation to
external economic entities, particularly the plahmange of operations and limits of risk
mitigation,

o determination of rules of the current assessmeriskd arising from the cooperation with such
economic entities,

0 determination of the rules of reporting the commdia with internal risk mitigating limits
resulting from the collaboration with intermediaie

o establishing rules for exercising control over iempentation of activities performed by credit
intermediaries.

in the scope of liquidity risk:

developing a plan for obtaining and maintainindpkaources of assets funding,

supplementing the contingency plan in case of aidity crisis and verification of contingency plan
assumptions,

supplementing the conducted liquidity risk measwmehand eliminating the irregularities occurringtin
improving management of system of limits used tbgate liquidity risk,

adjusting rules of supervisory liquidity measureisaralculation to the PSFA Resolution No. 386/2808
complying with supervisory liquidity measurements,

developing comprehensive management informatioligoidity risks.

in the scope of interest rate risk and the exchapgeations risk:

conducting stress tests,

setting limits for the maximum level of market rigkcepted by the bank,

developing strategic assumptions in the market which define the profile of risk and manners & it
securing and establishing tolerance for risk,

adjusting procedures and internal regulationsHerftinctioning organisational structure,

conducting independent verification of the usedhods of measurement of market risk paying special
attention to the correctness of the adopted pasmand assumptions, and the completeness andaagcur
of used data,

strengthening the role of internal audit and fumedil control over the area of market risk,

supporting the process of market risk managemeifoymation systems,

defining the scope of management information frammmarket risk prepared for the Supervisory Boandl a
the bank's board,

mitigating operational risk during the implemendatiof the dealer transactions to the computerigstem,
improving the quality of currency risk managememsulting from transactions related to currency
derivatives offered to customers,

improving the measurement and monitoring of mariet

in the scope of operational risk:

implementing/updating Key Risk Indicators (KRI) fime control and operational risk monitoring pugss
improving the effectiveness of business continoignagement, through:
o adjusting the business continuity maintenance pdathe changes in the organization of the
bank and its external environment,
o developing and updating contingency plans for pirational units and critical processes and
IT systems,
0 conducting time-to-time business continuity plagst,t
improving management information system, includimg regular preparation of reports on operatioisél r
for the Supervisory Board.

in the scope of adequacy of capital:

developing and approving by the bank's board phaee concerning the process of assessing internal
capital,

substantiating and approving of written criteriafecognising individual types of risk as important
supplementing the process of assessing internébtajith the omitted material risks,

maintaining internal capital at a level ensuring tovering all types of material risks presentia activity

of the bank,



— implementation of internal procedures for detaitbzfining the rules for classification of exposutes
different classes of exposures, assigning cresktwieights and conducting capital adequacy calculat

— including all expositions at calculating capitadjuegement for credit risk,

- implementation of mechanisms ensuring the corralcutation of capital requirement,

— substantiating the process of capital planning,

- developing and approving a bank's capital baseldewent plan.

in the scope of management:

- developing/updating the bank's business stratedyapproving it by the Supervisory Board and moiniigpr
the performance of accepted strategic assumptions,

— improving the functioning of the risk managemerstsyn by:

o strengthening the supervision of the SupervisorgrBand the bank's board over the process
of managing individual risks,

0 conducting the comprehensive review of the bankesrmal procedures for compliance with
the provisions of law governing banking and prudescpervisory recommendations and
adjusting to the organizational structure as welheir current updating,

o implementation of organizational solutions to emsweparation of the measurement,
monitoring and risk control functions from operatiactivity.

improving the quality of management informationteys to effectively manage the risk arising in the
bank's activity and fulfilling by the bank's boarbligation to submit to the Supervisory Board titogime
information concerning the nature and size of tis& present in the bank's activity, pursuant to the
provisions of Article 9 of PFSA Resolution No. 38808 of 17 December 2008 on detailed rules for the
functioning of risk management system and intecoaltrol system and the specific terms of assedsiag

banks' internal capital and reviewing the procdsseessing and maintaining internal capital.

— eliminating the reported violations of the provissoof law, internal procedures and errors in tfeanting
records and obligatory reporting, as well as enguiull respect for the provisions in the future,

— improving the effectiveness of functioning of intal control system and internal audit.

Analytical supervision, integrally connected withetinspection one, means the constant monitorird) an

assessing the situation of the banking sector adigdidual banks, identifying actual or potentiakbeds and, if
necessary, making interventions. Supervision iedam reports submitted by banks, surveys, meetiits
representatives of banks and other available irdion.

On a quarterly basis a comprehensive analysiseoitiuation of individual banks and the entire baglsector
is performed. Based on the quarterly analysis ohemic and financial situation of individual bankey are
given a grade in the CAEL system and areas whiehlikely to be a source of threat and require iptde
examination during the visit are indicated. Simodtausly, under the consolidated supervision thesaatated
financial statements of banks, economic and firargituation of holdings and subjects dominantdoks are
analysed.

Analytical supervision also includes current exaation of the compliance of banks with applicablevisions
of law, opinions on bank applications for superwsoody's consent to take action or to obtain sght

Under the analytical supervision, a wide range radlgical information has been developed ad hoduding
manners of examining creditworthiness, real edtatacing and exchange derivatives transactionigemks.

Under the ongoing supervision a constant cooperatith the Ministry of Finance, the Polish Natiorizdnk,
foreign supervisory bodies and other externaltumstins were carried out.



POLISH BANKING SECTOR
IN COMPARISON WITH EU COUNTRIES



Polish banking sector in comparison witlEU countries - the main characteristics - the rests of the ECB survey as of the end of 2008.

Number of outlets

Sector concentration
(measured by the

Number of Number of branches P Employment Assets s GDP Population
institutions thousand per L r_n||||on thousand persons EUR billion participation of'5 EUR billion million
inhabitants biggest
banks, in %)
2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008
Belgium 104 105 4,8 43 464 406 71 65 914 1272 84 81 290 344 104 10.6
Bulgaria 35 30 5.6 6.1 722 794 22 35 13 37 52 57 20 34 7.8 7.7
The Czech Republic 70 54 1.8 2.0 175 191 39 40 87 155 64 62 88 149 10.2 10.4
Denmark 202 171 21 22 392 399 46 53 630 1092 67 66 197 232 54 55
Germany 2148 1989 45.3 39,5 549 481 712 686 6 584 7875 22 23 2211 2 496 82.5 82.1
Estonia 9 17 0.2 0.3 150 192 4 6 9 22 99 95 10 16 14 1.3
Ireland 80 501 0,9 0.9 224 202 36 41 723 1412 44 56 149 186 41 4.4
Greece 62 66 3.4 4.1 308 365 59 66 230 462 65 70 186 243 111 11.2
Hiszpania 346 362 40.6 46.1 951 1010 246 276 1717 3381 42 42 841 1095 42.7 45.6
France 897 728 26.4 39.6 422 618 432 492 4419 7 225 49 51 1660 1 950 62.4 64.1
Italy 787 818 31.0 34.1 532 570 336 340 2276 3628 26 33 1392 1572 58,2 59.9
Cyprus 405 163 1.0 0.9 1320 1165 11 13 47 118 57 64 13 17 0.7 0.8
Latvia 23 34 0.6 0.7 252 290 10 14 11 32 62 70 11 23 2.3 2.3
Lithuania 74 84 0.8 1.0 221 290 7 11 9 27 79 81 18 32 34 34
Luxembourg 162 152 0.3 0.2 552 469 23 27 695 932 30 27 28 37 0.5 0.5
Hungary 217 197 3.0 35 296 350 36 44 X 125 53 55 82 106 10.1 10.0
Malta 16 23 0.1 0.1 247 269 3 4 21 42 79 73 5 6 0.4 0.4
Netherlands 461 302 3,8 34 233 208 118 116 1678 2235 84 87 491 595 16.3 16.4
Austria 796 803 4.4 4,2 533 509 73 79 635 1068 44 39 233 282 8.2 8.3
Poland 744 712 8.3 12.9 217 339 150 189 142 263 50 44 204 362 38.2 38.1
Portugal 197 175 5.4 6.4 511 601 53 62 345 482 67 69 144 166 10.5 10.6
Romania 40 43 3.0 7.4 140 344 50 72 23 85 60 54 61 137 21.7 21.4
Slovenia 24 24 0.7 0.7 354 342 12 12 24 49 65 59 27 37 2.0 2.0
Slovakia 21 26 11 13 207 233 20 21 31 66 67 72 34 65 5.4 5.4
Finland 363 357 1.6 1.7 303 315 25 26 212 384 83 83 152 185 52 5.3
Sweden 212 182 2.0 2.0 224 220 44 50 600 900 54 62 288 328 9.0 9.2
Great Britain 407 391 134 125 224 205 490 496 7085 8840 35 37 1769 1816 59.8 61.0
EU27 8902 8510 2114 238.1 432 478 3130 3335 29160 42209 41 44| 10603 12511 489.8 498.3

Source: “Structural indicators for the Banking sector”, ECB 2010, independent estimates.

Note: Data for 2009 will be availabletta¢ end of 2010



Polish banking sector in comparison witlEU countries - selected relationships (%)

Share in GDP Relation to the balance sheet total Relation
Assets Loans Home loans Deposits Loans Home loans efDsits loans/deposits
2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008
Belgium 316 370 105 117 28 25 140 157 33 32 9 7 44 42 75 74
Bulgaria 67 108 36 74 3 12 45 63 54 69 4 11 68 58 79 118
the Czech Republic 99 104 38 52 8 16 67 67 38 50 8 15 68 64 57 78
Denmark 319 470 171 238 86 109 62 82 54 51 27 23 19 18 276 290
Germany 298 316 136 129 43 38 114 123 46 41 14 12 38 39 120 105
Estonia 89 139 60 105 15 39 37 60 68 75 17 28 42 43 162 175
Ireland 485 760 176 259 49 62 122 165 36 34 10 8 25 22 144 157
Greece 124 190 69 91 18 27 90 116 55 48 14 14 72 61 77 78
Spain 204 309 120 181 40 60 104 160 59 59 20 19 51 52 116 114
France 266 371 92 117 26 35 76 86 35 32 10 10 29 23 121 137
Italy 164 231 85 115 13 17 56 76 52 50 8 7 34 33 152 152
Cyprus 366 697 195 321 X 51 236 330} 53 46 X 7 65 47 82 97
Latvia 100 140 49 99 12 31 31 58 49 71 12 22 31 41 160 172
Lithuania 47 82 30 65 6 19 31 35 64 79 12 23 66 42 97 186
Luxembourg 2526 2 541 436 553 34 43 801 718 17 22 2 32 28 54 77
Hungary X 118 X 72 9 14 43 52 X 61 X 12 X 44 X 139
Malta 461 734 192 434 28 39 196 266 42 59 6 5 43 36 98 163
the Netherlands 342 376 173 185 68 63 122 168 51 49 20 17 36 45 142 110
Austria 273 379 127 149 21 25 100 112 47 39 8 7 37 29 127 134
Poland 69 73 33 44 4 13 44 42 47 60 6 18 63 58 75 103
Portugal 240 290 135 170 49 63 101 127 56 58 21 22 42 44 134 133
Romania 38 62 17 37 0 4 25 29 46 60 1 6 65 48 71 126
Slovenia 90 132 53 93 3 9 57 57 59 70 3 7 63 43 94 164
Slovakia 91 101 33 47 7 13 58 62 36 47 7 13 64 62 57 76
Finland 140 208 68 90 27 37 52 61 49 43 20 18 38 29 130 146
Sweden 208 274 105 130 34 39 45 56 50 47 16 14 22 20 232 231
Great Britain 401 487 217 282 55 43 216 285 54 58 14 9 54 58 101 99
EU27 275 337 129 154 36 38 112 134 47 46 13 11 41 40 116 115

Note: The term loans and deposits reteed| loans and deposits not subject to transastiith financial institutions.
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Table 1.1 - Number of banks, employment, network se, market share

Total banking sector Commercial banks Branches of credit institutions Cooperative banks

12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009

Number of banks 645 649 643 50 52 49 14 18 18 581 579 576
Employment 167 127 181 191 175 016 133724 145 406 137 941 3300 4610 5387 30103 31175 31688
Branch network 13478 14 678 14 890 9280 10 237 10 229 184 236 245 4014 4 205 4416
- branches 5 607 6 092 6378 4134 4571 4 808 14 18 18 1459 1503 1552
- other 7871 8 586 8512 5146 5 666 5421 170 218 227 2 555 2702 2 864
Market share:

- assets 100.0 100.0 100.0 89.6 89.2 89.1 4.3 5.4 5.1 6.2 5.4 5.8
- loans to non-financial sector 100.0 100.0 100.0 89.9 89.6 88.8 3.6 5.0 5.4 6.5 5.4 5.8
- non-financial sector deposits 100.0 100.0 100.0 89.4 88.9 88.9 1.9 2.7 2.9 8.8 8.4 8.2
- own funds 100.0 100.0 100.0 92.8 93.3 93.2 X X X 7.2 6.7 6.8
- net financial result 100.0 100.0 100.0 95.1 91.9 93.0 -0.7 15 -1.0 5.6 6.6 8.0

Table 1.2 - Sector concentration

5 largest banks 10 largest banks 15 largest banks

12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009
Employment 43.0 39.8 38.9 57.0 52.0 53.6 65.3 61.5 62.3
Branch network 41.4 39.3 38.6 51.2 47.7 49.2 55.9 54.3 55.9
- branches 47.3 45.6 43.7 62.0 57.5 56.3 64.2 62.5 62.9
- other 37.1 34.8 34.8 43.4 40.8 43.9 49.8 48.5 50.7
Market share:
- assets 46.6 44.6 44.5 64.5 62.4 63.8 73.9 73.1 74.3
- loans to non-financial sector 44.6 43.1 42.7 60.8 590 59.8 73.3 73.8 73.3
- non-financial sector deposits 56.9 55.3 53.9 72.7 69.8 67.1 79.6 78.5 78.7
- own funds 47.1 47.1 49.0 64.1 63.6 66.4 75.4 74.0 77.3

- net financial result 49.7 61.4 77.8 65.7 75.9 90.2 85.3 82.3 94.0




Table 1.3 - Ownership structure

Domestic investors

of which: State Treasury

Foreign investors

12/2007 12/2008 12/2009
Number of banks 591 589 586
Market share:
- assets 29.1 27.6 31.9
- loans to non-financial sector 29.9 28.6 31.3
- non-financial sector deposits 325 324 34.0
- own funds 29.9 30.3 32.3
- net financial result 31.6 33.8 43.9

Table 1.4 - Foreign investors by country of origin
Number of controlled banks
and branches of credit institutions

12/2007 12/2008 12/2009

Italy

the Netherlands
Germany
the USA
Belgium
Ireland
France
Portugal
Austria
Sweden
Greece
Spain
Norway
Denmark
Great Britain
Japan
Luxembourg
- Other

=
[N

=
PRPNMNNNMNENOWORPRPOWONRAMOORD

XPRPNNNNWOWRRPNONMSOOODMD
OFRPFPNNENRARRPPRPRWOWRAOOU D

Total 54 60 57
- of which: from EU Member States 45 51 49

12/2007 12/2008 12/2009
4 4 4

18.3 17.3 20.8
19.5 18.5 20.1
20.8 20.0 21.2
18.9 194 21.4
23.2 22.9 315

Share in assets (%

12/2007 12/2008 12/2009
17.4 13.2 13.3
10.9 10.8 8.7

9.3 10.3 9.9
7.3 8.6 7.4
5.6 6.1 5.7
5.0 5.3 4.9
3.9 4.6 4.6
3.9 4.5 4.2
2.2 2.3 2.0
1.3 2.0 2.1
15 1.8 2.2
1.0 1.0 1.0
0.7 0.7 0.7
0.5 0.5 0.4
0.2 0.3 0.2
0.2 0.3 0.7
0 0.0 0.0

X 0.0
70.9 72.4 68.1
62.6 62.8 59.7

12/2007 12/2008
54 60

70.9 72.4
70.1 714
67.5 67.6
70.1 69.7
68.4 66.2

12/2009




Table 2.1 - Balance sheet (PLN million

Total banking sector Commercial banks Branches of credit institutions Cooperative banks
12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009

Balance sheet total 795362.1 10390854 1060758.7] 712576.2 926430.3 944588.4| 338614 56119.1 54454.4| 489245 56536.0 61715.9
Assets

Cash in hand, transactions with central bank 28@14 39413.2 50399.7] 26630.2 36447.3 46917.1 361.0 1580.7 2095.8 1223.4 1385.2 1386.8
Amounts due from the financial sector 125 209.6 107 176.8 72905.3|] 102207.0 79627.5 48014.0 92331  11250.7 7595.6| 137694 162985 17 295.7
Amounts due from the non-financial sector, of which 421 850.9 587 616.0 612 065.6] 378882.7 526322.1 543650.4] 15505.1 29653.3 32801.4| 27463.0 316406 35613.8
Amounts due from the general government 21421.9 24 605.5 44 470.0 197014 22582.8 41660.0 5.3 4.8 2.8 17151 2017.9 2807.2
Receivables under securities repurchase agreements 5987.1 9021.8 12 938.3 5987.1 8359.6 12461.2 0.0 662.2 476.4 0.0 0.0 0.7
Securities, of which: 135 641.4 180 924.5 211 355.0] 128720.0 171949.0 201148.4 4319.4 6 152.4 8152.2 2602.0 28231 2054.4
Tangible fixed assets 21951.3 25313.7 243123] 197520 22846.2 21680.4 330.5 389.1 389.7 1868.8 2078.4 22422
Other assets 35085.4 65 013.9 32312.4] 30695.7 582958 29057.0 4106.9 6 425.9 2940.3 282.7 292.2 315.1
Liabilities

Amounts owed to central bank 30411 18 144.7 14 487.3 29291 165314 144420 112.0 1613.2 45.2 0.1 0.1 0.1
Amounts owed to the financial sector 158 386.8 242 229.1 225434.6] 139162.1 210818.2 1949249| 18316.3 305109 29426.3 908.5 900.0 1083.3
Amounts owed to the non-financial sector 428 250.1 506 088.5 571 802.8] 383272.1 450639.5 508 797.0 80235 13520.2 16774.2] 369545 419288 46231.6
Amounts owed to general government 44 705.6 53515.6 54316.5| 39857.0 46995.1 47764.2 27.2 114.2 134.4 4821.4 6 406.4 6 418.0
Payables under securities repurchase agreements 13261.1 14716.9 14333.0] 11877.0 124674 11996.3 1384.1 22495 2 336.7 0.0 0.0 0.0
Payables under issue of securities 12 393.0 12 480.1 19417.4] 12393.0 121719 19198.7 0.0 308.1 218.7 0.0 0.0 0.0
Other liabilities 53497.1 95 206.0 46 477.4| 46240.7 862269 39573.9 6 294.4 7 930.2 5969.3 961.9 1048.9 934.2
Reserves for off-balance sheet liabilities 418.4 452.5 570.6 410.0 450.2 568.2 515) 0.5 0.2 2.8 1.8 22
General banking risk reserve 651.2 343.9 372.2 540.2 216.1 224.1 0.0 0.0 0.0 111.0 127.9 148.1
Capital (funds) and subordinated liabilities 68 438.9 82 270.2 104 867.3| 64169.4 77359.2 99 000.1 -208.6 -310.8 -337.6 4 478.1 5221.8 6204.8
Profit (loss) pending approval 10.0 -20.3 -28.1 255 0.0 0.0 -15.6 -20.2 -23.4 0.0 0.0 -4.7
Profit (loss) of the current period 12 308.8 13658.2 8707.5| 11700.1 125545 8 099.0 -77.5 203.3 -89.9 686.1 900.3 698.4

Note: The result in the current year disclosedd@72does not take into account the result of disicoed activities of Bank BPH, which has been destrated in the equity of Pekao Bank due to take mst of the bank by Pekao Bank

Table 2.2 — Amounts due from and owed to the finamal sector — face value (PLN million
Total banking sector Commercial banks Branches of credit institutions Cooperative banks

12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009

Amounts due from the financial sector 125711.2 107 804.4 73413.6] 102701.8 80248.4 485143 92347 112524 7599.8| 137747 16303.6 17299.4
Resident 67 569.0 63 536.2 50282.6] 48878.1 38205.7 27056.9 4916.3 9027.0 5926.2| 137747 16303.6 17299.4
Non-resident 58 142.2 44 268.1 23131.0] 53823.7 42042.7 214574 4318.5 22254 1673.6 0.0 0.0 0.0
Amounts owed to the financial sector 158 744.7 242 535.7 225666.1] 139519.8 2111245 195156.2| 18316.4 30511.0 29426.4 908.6 900.1 1083.5
Resident 759915 82 574.7 68 868.9] 65633.2 77261.2 63792.0 9449.7 4417.4 3995.9 908.6 896.1 1081.0

Non-resident 82 753.2 159 961.1 156 797.1] 73886.6 133863.4 131364.2 8866.6 26093.7 25430.5 0.0 4.0 25



Table 2.3 — Loans and deposits of the non-financiakctor — face value (PLN million)
Total banking sector Commercial banks Branches of credit institutions Cooperative banks

12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008  12/2009

Total loans 4275529 593 378.7 627897.5| 384 169.9 531461.6 557883.8] 15531.7 298485 33925.8|] 278514 32068.5 36088.0
- PLN 319 264.4 386 413.f 416 840.7| 279951.3 338166.4 362487.6] 114714 161884 18288.0] 278419 32058.8 36065.1
- foreign currency 108 288.5 206 965.2 211 056.8] 104 218.6 193 295.3 195 396.1 4060.3 13660.1 15637.8 9.5 9.8 22.9
Loans for households 254 210.0 368578.0 412 470.3| 223686.8 323 735.5 360 282.9 8365.5 19781.1 24489.9| 22157.7 250614 27697.5
- consumer loans 102 489.7 136451.0 154495.1] 91758.9 121664.7 135791.3 4 452.8 75585 10455.0 6 278.0 7227.8 8248.9
overdraft 177216 20739.1 227109] 15752.1 18404.1 20044.6 0.3 69.7 711 1969.3 2 265.3 2595.3
credit cards 89176 12662.8 14985.7 8643.8 12240.7 13876.7 269.2 411.7 1091.3 4.5 10.3 17.8
other 75850.5 103049.1 116798.4] 67363.0 91019.9 101870.0 4183.3 7077.1 9292.6 4.304.2 4952.2 5635.8
- mortgage loans 117 727.8 193 986.0 216 414.2] 112 020.0 180009.2 200 138.4 31912 10821.3 125159 2516.6 3155.6 3760.0
PLN 52595.8 59079.2 75674.0] 48673.7 544855 70466.9 1405.7 1438.7 1451.2 2516.5 3155.0 3756.0
foreign currency 65132.0 134906.9 140740.2] 63346.3 125523.7 1296715 17855 9382.6 11064.7 0.1 0.6 4.0
- other real property 4 960.3 5258.3 6 673.5 3472.7 3130.7 4094.7 150.1 457.7 634.6 1337.6 1669.9 1944.2
- investment 213314 240924 25383.1] 12707.8 14723.0 15396.2 134.4 164.1 192.9 8489.1 9205.2 9794.1
- other 7 700.8 8790.4 9504.4 3727.4 4207.8 4862.4 437.0 779.6 691.6 3536.4 3803.0 3950.4
Corporate loans 171 715.7 222561.5 212712.4] 159024.1 205715.6 195 180.6 7 163.8 10050.6 9435.2 5527.8 6 795.3 8 096.6
- current operations 90583.1 111489.3 99729.4| 825224 1008653 89218.8 5263.2 7 330.9 6 574.9 2797.5 3293.0 3935.7
- investment 46808.8 64098.1 64690.7| 43230.6 598156 599718 15731 2 005.3 2038.4 2005.1 2277.2 2 680.5
- real property 343238 46974.2 482922 33271.1 45034.7 45990.0 3275 714.4 821.9 725.2 12251 1480.3
Loans for non-commercial institutions 1627.3 2239.2 2714.8 1458.9 2026.2 2 420.2 2.5 1.2 0.7 165.9 211.8 293.9
Farm loans 182149 189685 19447.1 6172.6 6 142.7 6 097.5 0.0 0.0 0.0 12042.3 12825.8 133495
- preferential 14915.1 15006.6 14 809.7 5755.4 5552.8 5539.5 0.0 0.0 0.0 9159.7 9453.9 9 270.2
Total deposits 419 308.0 494 051.6 560 048.5| 374 720.1 439 393.9 497 733.8 7870.1 131294 16474.6| 367178 415284 45840.2
- PLN 362223.0 439176.3 504666|2 319423.1 386 810.914545.9 6 445.1 11 218.8 1474349 36 354.9 416146.45 407.4
- foreign currency 57085.0 548754 55382.3] 55297.0 52583.0 53217.9 14251 1910.6 1731.6 362.9 381.8 432.8
Deposits of enterprises 144 808.9 149 098.5 166 028.0] 135756.7 138840.0 155 138.6 5597.2 6 546.4 6 500.8 3455.1 37121 4 388.6
Deposits of households 262399.5 330761.6 379671]5 228064.7 287 762.29 887.6 22131 6 486.4 9 881)7 32121.7 36 512.89 982.2
Deposits of non-commercial institutions 12099.6 141916 14349.0] 10898.7 127916 12787.6 59.8 96.6 92.1 1141.0 1303.4 1469.3
Note:

In the case of households: consumer loans covedafe credit card debt and other loans and ceitivestment loans are the sum of loand for imrest and for the purchase of securities, and datiokrde discounted loans, export

loans and operating loans.
In the case of enterprises: loans for current djperacovers overdraft, discounted loans, exp@nmdp operating loans and other loans and crediige imvestment loans are the sum of loans forstwment and for the purchase of

securities.



Table 2.4 — Securities (PLN million)

Total banking sector Commercial banks Branches of credit institutions Cooperative banks
12/2007  12/2008  12/2009  12/2007  12/2008  12/2009  12/2007  12/2008  12/2009  12/2007  12/2008  12/2009
Total 135641.4 180924.5 211355.0| 128 720.0 171949.0 201 148.4 4319.4 6152.4 8152.2 2602.0 2823.1 2054.4
Resident 129519.5 177 347.C 209 469.6] 122 769.0 168 371.5 199 262.9 4148.5 6 152.4 8152.2 2602.0 2823.1 2054.4
Non-resident 6121.9 35775 1885.4 5951.0 35775 1885.4 170.9 0.0 0.0 0.0 0.0 0.0
Equity 14437 1037.6 6 029.7 1421.4 1024.1 6 008.3 0.0 0.0 0.0 223 134 21.3
Debt 134 020.0 179 750.3 204 923.2| 127 188.2 170821.4 194 773.7 4319.4 6 152.4 8152.2 25124 2776.4 1997.1
- NBP bills 7756.0 10197.8 40951.7 6 984.8 9464.1 39428.1 0.0 0.0 1249.9 771.2 733.7 273.6
- NBP bonds 8 036.6 8144.8 0.0 7 966.0 8073.4 0.0 29.9 43.8 0.0 40.7 27.6 0.0
- Treasury bills 11436.0 36940.7 31806.7 99975 33759.4 28904.9 209.3 1952.0 2 265.3 1229.2 1229.3 636.5
- Treasury bonds 92894.6 109969.8 117482.4] 88676.1 105256.4 112024.1 3817.0 41237 4637.1 401.5 589.7 821.2
- other 13896.9 144972 146824| 13563.8 14268.1 14416.6 263.2 33.0 0.0 69.9 196.1 265.8
Other 177.7 136.7 402.2 110.4 103.4 366.3 0.0 0.0 0.0 67.3 33.2 35.9

Table 2.5 — Capital (funds) and subordinated liabities (PLN million)

Total banking sector Commercial banks Branches of credit institutions Cooperative banks

12/2007  12/2008  12/2009  12/2007  12/2008  12/2009  12/2007  12/2008  12/2009  12/2007  12/2008  12/2009

Total 68647.5 82581.0 105204.9| 64169.4 77359.2 99000.1 X X X 4478.1 5221.8 6 204.8
Core funds 14 366.6 16 063.C 21316.1] 13742.8 154364 20628.6 X X X 623.8 626.6 687.5
Own stocks -2.2 -133.6 -145.3 -2.2 -99.3 -101.8 X X X 0.0 -34.3 -43.6
Supplementary capital (fund) 311785 38180.¢ 45364.2| 278317 34237.7 406234 X X X 3346.8 3943.1 4740.8
Other reserves 94604 10790.2 18546.8 9419.3 10742.6 184938 X X X 41.1 47.7 53.0
General banking risk fund 7 499.6 8484.4 9374.7 7 269.5 8217.9 9 064.2 X X X 230.1 266.5 310.6
Profit (loss) brought forward -13.1 284.6 -322.5 -19.1 284.6 -320.5 X X X 6.0 0.0 -2.0
Revaluation reserve 67.3 352.2 1255.3 -37.9 256.4 1154.8 X X X 105.1 95.7 100.5
Other supplementary funds (CBS/PFSA/Banking Law) 531.1 952.5 940.5 531.1 952.5 940.5 X X X 0.0 0.0 0.0
Reserve for risk and expenditures unrelated witk ectivity 0.0 0.0 0.0 0.0 0.0 0.0 X X X 0.0 0.0 0.0
Maturity-adjusted subordinated liabilities 5152.3 6 940.5 8149.3 4991.1 6 704.7 7 875.2 X X X 161.2 235.8 274.0
Other subordinated liabilities 434.6 618.9 690.7 407.8 578.4 607.0 X X X 26.9 40.4 83.7
Interest on subordinated liabilities 35.1 47.0 34.4 35.0 46.8 34.2 X X X 0.1 0.3 0.2



Table 3 — Profit and loss account (PLN million) andgerformance
Total banking sector

12/2007

12/2008

12/2009

Commercial banks

12/2007

Branches of credit institutions

12/2007

12/2008

12/2009

Cooperative banks

Net interest
- income
- costs
Net commissions
- income
- costs
Income from stocks, shares and other securities
Result of financial transactions
Foreign exchange result
Profit on banking operations
Other operating income
Other operating costs
Result from fair value hedge accounting
Administrative costs
- wages and salaries
- insurance and other benefits
- other
Amortisation and depreciation of fixed assets anchtangible
assets
Net provisions and revaluation
- write-offs for provisions and revaluation
of which: for non-performing loans
- release of provisions and revaluation
of which: non-performing loans
Operating result
Extraordinary profit (loss)
Negative goodwill fully recognised in the financiabult
Share in profits (losses) of subsidiaries
Profit (loss) on assets for sale
Gross profit (loss)
Income tax
Other obligatory decreases in profit (increasdess)
Net profit (loss)

Performance

Net Interest Margin (%)

Cost-Income Ratio (%)

ROA (%)

ROE (%)

Average gross monthly salary (PLN)

Assets / 1 employee (PLN thousand)

Gross profit (loss) / 1 employee (PLN thousand)

24 339.5
43231.4
18891.9
10997.7
13895.8
2898.0
966.6
14479
3664.8
41 416.5
1870.1
806.9
-4.3
217719
10 066.7
2211.2
9494.1

2290.0

3059.9
2.2
13 642.2

31
56.3
17
225
5019.5
4758.0
100.1

30 088.7
60 199.1
30110.5
11512.1
14 902.1
3389.9
1505.5
-757.0
5961.8
48 311.0
1940.9
929.8
0.5

24 849.6
11 460.6
23575
11 031.6

2338.8

53225
17 084.2
9172.0
11761.7
5514.6
16 811.7
0.2
0.0
-28.8
4.4
16 787.5
3130.1
-0.8
13 658.2

3.2
54.1
1.6
21.1
5270.9

5734.86 060.9

92.7

28516.1
57 620.9
29104.9
12 368.0
16 017.5
3649.5
17355
3864.9
3032.5
49516.9
1946.0
1269.8
14.5

24 942.8
11 350.5
2185.6
11 406.7

2532.7

12 003.7
33248.3

8 707.p

2.6
54.0
0.9
11.3
5404.5

61.2

21669.7
38729.0
17 059.3
10 007.0
12529.0
2522.0
960.7
1548.1
3319.5
37 505.0
1707.6
676.3
-2.4
19092.9
8 644.2
1906.4
85422

2062.7

15907.7
28711
-2.5
13039.1

3.1
54.6

18
229

5386.9
5328.9

119.1

12/2008 12/2009
26402.0 24811.0
53037.7 50608.6
26635.7 25797.6
10185.0 11043.7
13140.7 14226.1
2955.7 31824
14915 1717.3
-857.7 3366.1
5817.0 3003.2
43037.6 43941.4
1767.4 1700.4
787.7 1073.6
0.4 14.4
21667.7 21507.3
9759.2 9565.4
20121 1834.4
9896.4 10107.5
2083.5 22544
48535 10921.8
16293.1 31805.9
8621.2 220228
114395 20884.1
5300.4 13326.3
15412.9 9899.2
0.3 0.2

0.0 0

-28.8 18
4.4 0.
15388.8 9901.1
2834.8 184

-0.5

12 554.5 80
3.1 25

53.1 52

16 0.9

21.2 11
5593.1 5778.7
6371.3 6 847
105.8 718

(=]
o
o

-64.7
115.

0.0

9.0 -79.8

2.2

1.9
6 84.4
-0.1

N

X
6 700.4
8 10 147.3
-17.5

0.0
0.0
0.0
261.5
58.4
-0.3
203.3

17
59.7
0.6
X
6400.9

12 173.30 10B.5

56.7

6 352.5

-12.7

1.6

12/2007 12/2008
2172.2 2743.4
29919 4046.7

819.7 1303.2
804.4 876.8
881.9 960.9
77.5 84.1
5.8 14.0
9.5 -7.8
15.8 249
3 007.7 3651.4
1151 130.0
83.4 100.6
0.0 0.0
19447 22458
11571 13473
253.1 272.2
534.5 626.4
160.6 177.5
77.4 120.1
353.9 417.5
250.4 276.8
276.5 297.4
205.3 210.8
856.7 11373
0.0 -0.1
0.0 0.0
0.0 0.0
0.0 0.0
856.8 1137.2
173.6 237.0
0.2 -0.1
682.9 900.3
4.8 5.2
69.2 6.0 6
i85, 17
17.2 19.3
3203.2 3601.4
1625.1 18135
28.6 36.5

882.0
183
0.4

699

4.2
714
12

3614.5
1 947
27.8

1p.

D.0

[+))




Table 4 — Non-performing loans (PLN million)

Total banking sector Commercial banks Branches of credit institutions Cooperative banks
12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008 12/2009 12/2007 12/2008
Non-performing loans 232055 28096.4 49402.7| 22106.0 264813 46375.0 240.8 695.1 1793.0 858.7 920.0 1234.7
Financial sector 395.6 565.3 493.4 390.4 559.5 489.9 0.0 0.0 0.0 5.2 5.7 3.6
Non-financial sector 227128 274344 48812.7| 21621.7 25827.0 45791.8 240.8 695.1 1793.0 850.2 912.3 1227.9
- enterprises 12 158.8 14265.€ 26008.7| 11740.0 138247 252824 113.0 73.2 166.2 305.8 367.6 560.2
- households 104979 13086.0 22755.3 9830.6 119239 20465.1 127.4 621.4 1626.8 539.8 540.6 663.4
- non-commercial institutions 56.1 82.9 48.7 51.1 78.4 44.3 0.4 0.5 0.0 4.6 4.0 4.3
General government 97.1 96.7 96.5 93.9 94.7 93.3 0.0 0.0 0.0 3.2 2.0 3.2
Share of non-performing loans in total receivables 4.0 3.8 6.6 4.3 4.1 7.1 1.0 1.7 4.3 2.0 1.8 2.2
Financial sector 0.3 0.5 0.7 04 0.7 1.0 0.0 0.0 0.0 0.0 0.0 0.0
Non-financial sector 5.2 45 7.6 55 438 8.0 15 2.3 5.3 3.0 2.8 34
- enterprises 6.9 6.2 11.7 7.1 6.5 12.4 1.6 0.7 1.8 5.5 5.4 6.9
- households 4.1 35 55 44 3.7 5.7 15 3.1 6.6 24 2.2 24
- non-commercial institutions 34 3.7 1.8 35 3.9 1.8 16.8 39.0 0.0 2.8 1.9 15
General government 0.5 0.4 0.2 0.5 0.4 0.2 0.0 0.0 0.0 0.2 0.1 0.1
Non-performing loans for households 103779 129639 22496.4 97185 118074 202229 122.5 618.4 1611.6 536.9 538.1 662.0
- consumer loans 6 728.7 8994.7 16730.1 6 395.5 8166.4 15034.8 116.8 597.0 1427.3 216.4 231.3 267.9
overdraft 1319.7 13411 18243 1278.8 1296.5 1767.9 0.0 0.0 0.6 41.0 44.6 55.9
credit cards 555.1 858.6 1816.2 529.3 828.2 1669.8 258 30.2 146.1 0.1 0.2 0.3
other 4 853.8 6795.0 13089.6 4587.4 6041.7 11597.2 911 566.7 1280.7 175.3 186.5 211.7
- mortgage loans 1361.6 1953.9 3211.2 13275 1901.6 3111.4 3.8 18.3 46.0 30.4 34.0 53.7
PLN 889.1 1201.2 1841.2 856.0 1162.4 1775.2 2.7 4.9 12.4 30.4 34.0 53.7
foreign currency 472.6 752.7 1370.0 471.5 739.2 1336.3 1.1 135 33.7 0.0 0.0 0.0
- other real property 137.2 157.0 223.8 120.3 1314 177.9 0.0 0.0 0.0 16.9 25.6 45.9
- investment loans 1184.5 1134.9 1378.9 1034.8 995.5 1208.2 19 3.1 44 147.8 136.2 166.4
- other 965.9 723.5 952.4 840.5 612.4 690.5 0.0 0.0 133.9 125.4 111.0 128.1
Share of non-performing loans in total loans
Total 4.1 35 55 43 3.6 5.6 15 3.1 6.6 24 2.1 24
- consumer loans 6.6 6.6 10.8 7.0 6.7 111 2.6 7.9 13.7 3.4 3.2 3.2
overdraft 7.4 6.5 8.0 8.1 7.0 8.8 0.0 0.0 0.8 2.1 2.0 2.2
credit cards 6.2 6.8 121 6.1 6.8 12.0 9.6 7.3 134 1.7 1.7 1.9
other 6.4 6.6 11.2 6.8 6.6 11.4 2.2 8.0 13.8 4.1 3.8 3.8
- mortgage loans 1.2 1.0 15 1.2 1.1 1.6 0.1 0.2 0.4 1.2 1.1 1.4
PLN 1.7 2.0 2.4 1.8 2.1 25 0.2 0.3 0.9 12 11 14
foreign currency 0.7 0.6 1.0 0.7 0.6 1.0 0.1 0.1 0.3 0.0 0.0 0.0
- other real property 2.8 3.0 3.4 35 4.2 4.3 0.0 0.0 0.0 1.3 15 2.4
- investment loans 5.6 4.7 5.4 8.1 6.8 7.8 14 1.9 2.3 1.7 15 1.7
- other 12.5 8.2 10.0 225 14.6 14.2 0.0 0.0 19.4 35 2.9 3.2
Hedges and reserves/write-offs for non-perf. loansf the non-fin. sec.
- hedge value 4687.1 6803.4 12512.9 4327.6 64959 119495 78.9 12.9 14.6 280.6 294.6 548.8
- basis for the creation of reserves / write-offs 18025.7 206310 36299.8] 172941 19331.1 338423 161.9 682.2 1778.4 569.7 617.6 679.1
- created reserves / write-offs 15621.1 16488.9 25305.2] 149828 15553.8 232443 184.3 465.4 1565.6 453.9 469.7 495.4




Table 5 — Capital adequacy (PLN million)

Total banking sector Commercial banks Branches of credit institutions Cooperative banks
12/2007  12/2008  12/2009  12/2007  12/2008  12/2009  12/2007  12/2008  12/2009  12/2007  12/2008
Total own funds of banks for capital adequacy ratio 61764.6 77568.8 89736.6] 57304.6 72408.3 83654.9 X X X 4 460.0 5160.5 6 081.7
- short-term capital 272.9 448.4 297.7 272.9 448.4 297.7 X X X 0.0 0.0 0.0
- Tier | capital 60002.8 743464 884225| 557615 69467.7 82683.0 X X X 42413 4878.7 5739.5
- Tier Il capital 5742.4 85424 104034 5475.5 8205.3 10009.3 X X X 266.9 337.2 394.1
- deductions from the sum of Tier | and Il capital 4 253.6 5768.4 9387.0 4 205.4 5713.0 9335.2 X X X 48.2 55.4 51.8
Breakdown of banks by own funds
<3 2 2 0 0 0 0 X X X 2 2 0
3<10 472 434 387 0 0 0 X X X 472 434 387
10<20 83 101 136 0 0 0 X X X 83 101 136
20<50 21 39 47 0 1 1 X X X 21 38 46
50 < 100 8 7 7 5 4 1 X X X 3 3 6
100 < 200 11 9 10 11 8 9 X X X 0 1 1
200 < 500 12 14 13 12 14 13 X X X 0 0 0
500 < 1000 7 7 7 7 7 7 X X X 0 0 0
1000 < 2000 7 7 7 7 7 7 X X X 0 0 0
2000 < 5000 6 9 8 6 9 8 X X X 0 0 0
5000 < 10000 1 0 1 1 0 1 X X X 0 0 0
> 10000 1 2 2 1 2 2 X X X 0 0 0
Total capital requirement 407248 55537.1 54168.5| 38141.2 52385.6 505334 X X X 2583.6 31515 3635.2
Credit risk 38552.1 48537.0 47259.6] 35986.3 458258 441195 X X X 2 565.8 2711.2 3140.1
Operational risk X 5712.4 5957.0 X 5283.2 5464.8 X X X X 429.1 492.2
Equity and debt securities price risk, commoditird currency risk 468.6 360.2 276.2 466.1 358.4 275.6 X X X 2.6 1.8 0.6
Interest rate risk 894.3 728.4 577.8 894.3 728.1 577.8 X X X 0.0 0.2 0.0
Excess of large exposure limit 380.6 180.5 61.3 369.4 175.7 60.0 X X X 11.2 4.8 1.3
Excess of capital concentration limit 0.0 15 0.2 0.0 15 0.2 X X X 0.0 0.0 0.0
Other 429.2 17.2 36.4 425.1 12.9 354 X X X 4.0 4.3 1.0
Capital adequacy ratio 12.1 11.2 13.3 12.0 11.1 13.2 X X X 13.8 13.1 13.4
Median (Me) 15.2 141 14.7 121 115 13.0 X X X 155 14.3 14.9
Breakdown of banks by capital adequacy ratio
<8 1 5 0 0 2 0 X X X 1 3 0
8<10 67 50 33 4 13 4 X X X 63 37 29
10<12 112 147 135 19 16 16 X X X 93 131 119
12<15 129 157 158 10 5 10 X X X 119 152 148
>15 322 272 299 17 16 19 X X X 305 256 280




