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ANNUAL REPORT 2017 
 

 
MagNet Hungarian Community Bank’s has set the objective to be a trailblazer in paving the 
way for ‘community banking’ principles. The exponential growth in the number of customers 
and the prizes the Bank has claimed for the last seven years prove that customers need this 
new way of thinking as well as responsible and reliable banking services. Due to the Bank’s 
innovative product development scheme, new community banking services and ‘products’ 
have been developed, which are popular with the Bank’s customers and have deserved 
positive feedback, and which are becoming more and more significant both in terms of 
balance sheet total and profitability. 
 
The civil sector is our passion 
 
Community Donation Programme 
 
With our financial services, we work day by day towards 
the establishment of a more transparent, value-centric 
society. A significant role is played in this by Hungarian civil 
initiatives that we support by engaging our customers as 
well. 
 
Within the framework of the Community Donation 
Programme (CDP) launched in 2010, customers are given 
the opportunity year by year to decide what non-
governmental organizations, projects or supportive 
initiatives should receive from 10% of the Bank’s annual 
profit.  
 
In 2017 a record amount of 55.7 million forints were allocated on the basis of our customer’s 
decisions out of the 72 million forints made available by the Bank to 80 public benefit non-
governmental organizations engaged in crucial social issues. More than 225,669,510 forints 
have been allocated by the Bank’s customers to 248 civil organizations and 588 projects 
since 2010. 
 

 
 
„Thanks to the Community Donation Programme, we could run and 
develop our programmes for the disadvantaged children of Bag and 
Dány Roma camps. Thus, we were able to provide not only catch-up 
lessons, but also to offer experiences for these children living in 
segregation and poor conditions. It was the first time that the children 
of the camp had been to the cinema, the zoo, the circus or simply to 
Budapest. We placed the children’s future in the forefront: we launched 
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a special mentor programme  so that we can open up the opportunity for further education. 
Two students have already enrolled for vocational trainings and two more students are going to go to 
sports schools.” 
BAGázs Public Benefit Organization 

 
Supportive Bankcard Programme 
 
The Supportive Bankcard Programme that was launched  
at the end of 2013 is also becoming more and more popular 
with our customers.  Customers can support the non-
governmental organization they have previously chosen 
from the Bank’s money with their bankcard transactions. 
 
 
 
In 2017 11 million forints were allocated within the framework of the Supportive Bankcard 
Programme to the non-governmental organization chosen by the customers. The Supportive 
Bankcard Programme function was attached to 6,021 and 7,554 bankcards in 2016 and 2017, 
respectively. 
 
Events organized for NGOs 
 
The Bank continued its activity placing social utility to the forefront in 2017 as well: within 
the framework of its community projects it helped marginalized groups of the society with 
its initiatives with the participation of its customers. In 2017 we also thrived to organize 
events to impart useful knowledge to 420 NGOs. One of our most popular events is the Civil 
Breakfast Programme, which helps the capacity development of nearly 170 NGOs in 
different themes.  

 
We organized professional rapid rendezvous within the framework of which 250 
organizations had the opportunity to access pro bono professional advice in the field of PR, 
coaching or even graphics.  

 
With the help of the Civil Award established together with the Non-profit Information and 
Training Centre we strived to widely publicize and make the best civil organizations and their 
most successful projects recognized.   

 
Within the Framework of the Give Warmth! Programme, organized the fourth times in 2017, 
the Bank placed 4,500 space blankets in its branches so that customers can take them freely 
for those who need them to be protected from cold. 
 
As part of its responsible financial education programme, the Bank was a host to nearly 150 
secondary school students in its Community Point that also operates as a fair-trade café in 
the city centre to exchange ideas on financial awareness and sustainability.  
 
 
Personal Donation Programme 
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For the purpose of strengthening the civil sphere, in 2016 a new surface was established in 
the NetBank system. The Personal Donation Programme gives our customers the 
opportunity to offer single or regular donations to NGOs from their own funds. In 2007 
2,666,897 forints were allocated to 115 civil organizations within the framework of the 
Individual Donation Programme launched in 2016. 

 

Recommendation Card 

The NGO selected by our customer receives a certain amount of donation within the 
framework of the Recommendation Card Programme. MagNet Bank donates 2,000 and 
5,000 forints in the case of the opening of a retail or business account to the selected NGO, 
respectively. In 2017 962,000 forints were allocated to 110 NGOs by the Recommendation 
Card Programme. 

 

New MagNet Community Points 

 

As a community bank, MagNet places 
heavy emphasis on making its 
personal meetings with its customers      
captivating, friendly and informal. The 
physical spaces established in 2015 
and service model are consciously 
working towards that goal as well. 
  

 

  

After the success of our city centre fair trade café 

and banking office in 2015, MagNet Bank 

continued to establish its uniquely friendly 

community places. The branch that was opened 

in 2016 in Székesfehérvár and which operates as 

a community office as well was followed by 

another branch: MagNet reinvented its Bartók 

Béla street branch and transformed it into a 

branch that operates as a Farmbistro as well. 
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The bistro operated by Házikó, which is 

known for its sustainability objectives 

in the world of gastronomy, offers food 

that is produced by short food chains 

and environmentally friendly alter- 

natives to the lovers of the gastronomy 

of the Hungarian countryside. 

 

 
In 2017, MagNet Bank operated its branches and community points at 12 locations. Each 
branch is fully accessible and dog-friendly.  
  

Awards that we are proud of 
 
What MagNet Bank is most proud of in 2017 is that it earned numerous awards at the Bank 
of the Year competition, which is organized by Mastercard and is the most prominent 
competition of financial institutions. 

 

 

Our Step by Step Savings Programme earned the “Savings Product 
of the Year” award. 

 

 

MagNet occupied the second place among the “Bank of the Year”, the “Most Innovative 
Bank of the Year”, the “Retail Mobile and Online Instrument of the Year” and the “Socially 
Responsible Bank of the Year”awards. 

 

 
 

The professional prizes earned in the previous years, in addition to the ‘Socially Responsible 
Bank of the Year’ prize the Bank was awarded each year: 
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           2016: Mastercard:  ‘The Socially Responsible Bank of the Year’, first prize 
      ‘The Retail Loan Product of the year’, first prize 

2015: Mastercard: ‘The Retail Account Package of the Year’, third place 
2014: MasterCard: ‘Most Innovative Bank of the Year’, third prize 
2014: Hungarian Donation Forum, the ‘Social Investment Programme of the Year’, 
first prize, special innovation award for the Bank’s Community Donation Programme 
2014: Hungarian PR-Association ‘CSR Best Practice – 2014’ 
2013: Mastercard: ‘The Retail Account of the Year’, third prize 
2013: ‘Disability-friendly Workplace’ award 
2012: Mastercard: ‘Retail Banking Loan Product of the Year 2012’  
2011: ‘Truly Responsible Enterprise of the Year’ awarded by CSR Market, 
2010:  MasterCard – Bank of the Year 2010: the Bank claimed the second place of the 
‘Savings Product of the Year 2010’ 

 
 

Asset structure 
 
As regards assets, the portfolio of securities shows a decrease of 5.24%, compared to 2016. 

Within the 43 billion forints portfolio, the volume of government securities amounts to 30 

billion forints, which are mainly forint and foreign currency denominated Hungarian 

government bonds. The rest of the portfolio is made up of debt securities in the amount of 

13 billion forints. These bonds are mainly in foreign currency.  

 

The volume of the credit portfolio less loan provisions stood at 67 billion forints at the end of 

December, which is a significant increase, compared to 2016. 

 

The composition of assets is as follows: 

 
(million forint) 31/12/2015 31/12/2016 31/12/2017 

Cash and cash equivalents 1 719 2% 2 449 2% 2 296 2% 

Securities 50 933 46% 45 610 37% 43 219 32% 

Receivables from credit 

institutions 2 795 3% 9 780 8% 14 024 11% 

Receivables from customers 49 049 45% 60 379 49% 66 912 50% 

Shares and holdings 299 0% 363 0% 1482 1% 

Tangible and intangible assets 2 518 2% 2 565 2% 2 408 2% 

Other assets 1033 1% 990 1% 1 220 1% 

Prepayments and accrued 

income 1 331 1% 1 256 1% 1 073 1% 

Total assets 109 677 100% 123 392 100% 132 634 100% 
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Lending activity 
 
The Bank still endeavours to maintain the diversified active business structure developed 

earlier, the role and importance of certain business lines within the portfolio, however, are 

continuously revaluated by the market conditions. 

 
The main types of loans offered by the Bank are as follows: 

 

(million forint) 31/12/2015 31/12/2016 31/12/2017 

Forint based loans: 47 119 90% 61 321 93% 63 967 91% 

Business loans 38 694 74% 48 132 73% 52 063 74% 

NLP loans 22 709 43% 22 364 34% 19 641 28% 

Other business loans 7 065 14% 15 969 24% 22 628 32% 

Factoring 1 833 4% 2 521 4% 2 261 3% 

Overdraft facilities 3 780 7% 4 670 7% 5 401 8% 

Pawn bank loans 2 014 4% 2 083 3% 2 001 3% 

Other loan related receivables 1 293 2% 524 1% 131 0% 

Retail loans 8 425 16% 13 190 20% 11 903 17% 

Retail loans (mortgage) 8 405 16% 13 152 20% 11 847 17% 

Other retail loans 20 0% 38 0% 56 0% 

              

Fx and fx-based loans: 5 138 10% 4 578 7% 5 945 9% 

Business loans 4 709 9% 4 180 6% 5 642 9% 

EUR and EUR-based 3 873 7% 3 914 6% 5 541 9% 

CHF and CHF-based 49 0% 62 0% 16 0% 

USD and USD-based 787 0% 204 0% 85 0% 

Retail loans (mortgage) 430 1% 397 1% 303 0% 

EUR and EUR-based 420 1% 364 1% 284 0% 

CHF and CHF-based 10 0% 20 0% 11 0% 

USD and USD-based 0 0% 14 0% 8 0% 

              

Total loans (gross) 52 257 100% 65 899 100% 69 912 100% 

 
 
MagNet Bank always strived to establish a loan-to-deposit ratio that fully complies with the 

rules of professional conservatism. Due to the Bank’s high liquidity, the loan-to-deposit ratio 

stood around 70% throughout the year. 

 

Within the National Loan Program (NPL) launched by the Central Bank the Bank offered long-

term forint loan contracts with an annual interest rate of 2.5%. The Bank offered loans in the 

amount of 34 billion forints between 2012 and 2016. The NLP loan portfolio stood at 20.5 

billion forints at the end of the year.  

The volume of the gross loan portfolio increased by 4 billion forints. 66% of this increase was 
realized in the forint based loan portfolio. The volume of the business loan portfolio showed 
an increase of 5.3 billion forints, out of which 4 billion forints were realized in the forint 
based portfolio. The factoring business line closed the year with a portfolio of 2.4 billion 
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forints with mainly forint-based placements, but some transactions were denominated in 
euro and dollar.  
 
The quality of the loan portfolio in 2016 
 

One of the pivots of the Bank’s conservative approach in its business policy is the 
comprehensive assessment and mitigation of credit risks. 
 

The chart below shows the quality of the loan portfolio according to categories: 

  Net loan portfolio - % Loan provisions 

(million 
forint) 

31/12/2016 31/12/2017 31/12/2016 31/12/2017 

performing 55 021 91% 62 408 93% 62 291 

non-
performing 

5 358 9% 4 504 7% 5 458 2 709 

Total 60 379 100% 66 912 100% 5 520 3 000 

 

 

 
Loan provisions recognized in the case of the portfolio stood at 3,000 million forints at the 
end of December, which is 4.29% of the total loan portfolio. This is a substantial decrease, 
compared to the end of the previous year (31/12/2016: 8.38%), and is due to the continuous 
clearing of the portfolio.  

 

Beside the 6.6 billion forints increase of the net loan portfolio, the proportion of the 

performing loans portfolio has increased by 2% compared to 2016. The volume of the non-

performing portfolio has decreased by the same amount.  50.5% of the non-performing loan 

portfolio is covered by loan provisions. 

 
TREASURY ACTIVITY 
 
The Bank’s extremely good liquidity position allowed us not to resort to further loans. 

Therefore, at the end of 2017 the Bank received interbank loans only within the framework 

of the National Loan Programme of the Central Bank and, to a limited extent, for the 

purpose of refinancing specific loans. The portfolio of liabilities to credit institutions 

maturing over one year mean, almost 100%, the NLP loans provided by the Central 

Bank.Most of our interbank liabilities are made up of the NLP loans provided by the Central 

Bank (HUF 20.4 billion) and, as a new loan type in the portfolio, the refinancing mortgage 

loans provided by FHB for the purpose of complying with the relevant legislative provisions 

(HUF 1,5 billion). The volume of the portfolio of securities decreased by 2.9 billion forints at 

market value, compared to the previous year.  
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The decrease is due mostly to the selling of HUF bonds. There was only a slight change in the 

Bank’s liquidity ratio, that is in the proportion of the Bank’s net liquid assets to its foreign 

liabilities (to 33% from 32%), while the balance sheet total increased from HUF 123 billion to 

HUF 133 billion. 

The Bank thrived to make use of its preferential deposit portfolio amount to a monthly 
average of HUF 14 billion as mush as it can. The end-of-year securities portfolio amounted to 
43.8 billion forints, which is 32% of the Bank’s balance sheet total (compared to the 37% and 
46% in 2016 and 2015, respectively). The proportion of HUF placements did not show much 
change in the foreign currency structure of the total portfolio, it stood around 68%-69%. The 
proportion of government securities or securities guaranteed by the Hungarian State is 100% 
within the total portfolio. The Bank does not use the 3-month deposit, the main asset of the 
Central Bank, as the Bank keeps the rest of its liquid assets in central bank eligible Hungarian 
securities that can be sold easily and can serve as collateral for central bank loans.  

The Bank’s foreign exchange based loan portfolio is substantially covered by its own foreign 

exchange liabilities. In addition to the foreign exchange loan portfolio, the Bank held a 

foreign exchange bond portfolio of 14.1 billion forints at the end of 2017, which had to be 

financed from a net swap portfolio hardly reaching 1 billion forints. The Bank concludes 

forward transactions for hedging purposes and measures hedge effectiveness on a monthly 

basis. Based on these calculations and results, we can say that in 2017 hedging (minimum 

change in the value of hedged items and hedging instruments) was effective during the term 

of the hedging relationship. 

The foreign exchange financing ratio, laid down in MNB Decree 14/2014., stood at 197% at 

the end of December. The above decree prescribes a minimum ratio of 100%. The liquidity 

coverage ratio (LCR) calculated by reference to Regulation (EU) 575/2013 and the 

Commission Delegated Regulation (EU) 2015/61 was 261% on December 31st, 2017. 

 

Tangible assets and investments 
 
Among these assets, a portfolio of 1,471 million forints was made up of participations in the 

affiliates (mainly associated enterprises) on December 31st, 2017.  

The Bank endeavoured to obtain ownership of the properties (partly the head office and the 

branch premises) necessary for its operation through its associated enterprises in the 

previous years. The investments and the acquisition and operation of tangible assets and IT 

equipment were also financed by capital investments in these enterprises. In 2014, however, 

a decision was made that the structure of associated enterprises should be simplified, as a 

result of which the majority of real estates and tangible assets were purchased by the Bank 

and capital reductions were completed in these investments. 

 

The volume of the portfolio of tangible assets and investments, that is the total value of 

investments and shares, intangible assets and tangible assets, increased by 962 million 

forints during the year and closed the year with a total of 3.9 billion forints. 
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LIABILITIES 

 
There was a 7.8% increase in the balance sheet total in 2017, which means an increase of 9.2 

billion forints, compared to 2016 figures.  

 
(million forint) 31/12/2015 31/12/2016 31/12/2017 

Liabilities to credit institutions 23 381 21% 23 524 19% 22 378 17% 

Liabilities to customers 75 924 70% 86 748 71% 96 353 72% 

Other liabilities 1 487 1% 1 513 1% 1 149 1% 

Subordinated loan capital 360 0% 360 0% 360 0% 

Accruals and deferred income 1 075 1% 1 717 1% 862 1% 

Provisions  5 0% 253 0% 4 0% 

Equity 7 445 7% 9 277 8% 11 528 9% 

  Share capital 2 000 2% 2 000 2% 7 870 6% 

  Capital reserves 600 1% 600 1% 134 0% 

  Tied-up reserves 0 0% 500 0% 256 0% 

  Accumulated profit reserves 3 537 3% 3 494 3% 245 0% 

  General reserves 851 1% 1 034 1% 1 233 1% 

  Current year profit or loss * 457 0% 1 649 1% 1 790 1% 

Total liabilities 109 677 100% 123 392 100% 132 634 100% 

*Pursuant to the Accounting Act, since 2016 the last line of the profit and loss account has been the current year profit or loss, 

which does not include the dividend proposed to be paid from that current year profit. Therefore, for the purpose of 

comparability, the current year profit or loss of the previous years is the retained earnings corrected by the dividend paid against 

the accumulated profit reserves. 

 
 
Liabilities to credit institutions are mostly made up of the interest-free, long-term forint 
loans provided by the Central Bank within the framework of the NLP in the amount of nearly 
20.4 billion forints. 

 

The Bank’s subordinated capital did not change in 2017. The Bank’s equity stood at 11.5 
billion forints at the end of the year.  

 

Liabilities to customers 
 
Liabilities to customers increased to nearly 96.4 billion forints in 2017, which is a great 
success in an interest environment where rates are decreasing. This also shows the success 
of the strong acquisition and community banking strategy. There was a slight increase in the 
portfolio of term deposits (both the deposits maturing within one year and the term 
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deposits maturing over a year) in 2017. At the same time, there was a volume increase of 9 
billion forints in the bank account portfolio, which means a significant increase in the 
number of the customers and accounts as well. Liabilities to customers make up 72.4% of 
the liabilities in the Bank’s balance sheet.  
  
The chart below shows the composition of liabilities to customers: 
 
 

(million forint) 31/12/2015 31/12/2016 31/12/2017 

Retail bank accounts 9 335 12 104 16 124 

Business accounts 16 294 22 396 23 481 

Total accounts 25 630 34 500 39 605 

Other sight accounts 6 619 9 351 13 238 

Terms deposit (HUF) 37 676 37 415 38 018 

Term deposit (FX) 5 999 5 480 5 492 

Total deposits 43 675 42 897 43 510 

Total liabilities to customers 75 924 86 748 96 353 

 
 
The portfolio of sight accounts stood at 52.8 billion forints, while term deposits amounted to 
43.5 billion forints at the end of the year. 
 
There has not been any significant change in the proportion of forint and foreign exchange 
deposits within the total portfolio. The proportions of deposits maturing within one year and 
maturing over one year represent 17% and 83% in the total deposit portfolio, respectively. 
  
The chart below shows the composition of the term deposit portfolio: 
 
(million forint) 31/12/2015 31/12/2016 31/12/2017 

Term deposit maturing within 
one yr (HUF) 

15 457 35% 15 602 36% 5 832 13% 

Term deposit maturing over one 
yr (HUF) 

22 219 51% 21 813 51% 32 218 74% 

Term deposit maturing within 
one yr (EUR) 

1 167 3% 1 066 2% 1 238 3% 

Term deposit maturing over one 
yr (EUR) 

4 308 10% 3 920 9% 3 643 8% 

Term deposit maturing within 
one yr (CHF) 

98 0% 92 0% 99 0% 

Term deposit maturing over one 
yr (CHF) 

0 0% 0 0% 0 0% 

Term deposit maturing within 
one yr (CHF) 

67 0% 62 0% 209 1% 

Term deposit maturing over one 
yr (CHF) 

359 1% 338 1% 300 1% 

Total term deposits 43 675 100% 42 897 100% 43 539 100% 
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Our products and services from community banking perspective 
 
 
Lending – ‘My money builds.’  
 
The world around us is built on loans, therefore financial institutions have great 
responsibility over which sectors are prospering and which are stagnating. Besides the 
classic indicators, the level of social utility is considered very important among the credit 
scoring factors of MagNet Bank. 
 
 
Lending activity and deposits – Mentor and Sphere loans and deposits 
 
We not only inform our clients on the objectives financed from their savings, but actively 
engage them in the decision-making process with the help of our MENTOR and SECTOR 
community products. By this, our borrowers financed by means of our Mentor and Sphere 
products can reduce their loan burden, while our deposit owners can be sure that their 
savings serve the environmental or social goal of their choice. 
 

Customers financed by the Mentor and Sphere community loans can be supported by the 

Mentor and Sphere deposit owners. Deposit owners can decide on the rate of the interest 

paid on their deposit within a specified range. They may even choose an interest lower than 

the market interest if they wish to make the borrower’s loan conditions even more 

favourable.  

In the case of Mentor loans, the deposit holder can support specific borrowers, while in the 

case of Sphere loans, the borrower can be supported by the deposit holder’s savings and the 

interest offered according to the type of its activity.  

Deposit holders can access market rates or, according to their own choices, interest rates 

lower than the market rate. Credit risk, however, is carried entirely by the Bank and deposit 

holders can freely decide about their savings.  

In 2017 savings accumulated in community products amounting to 11.4 billion forints helped 

40 Mentor and Sphere loan borrowers to reduce the annual cost    of their Mentor/Sphere 

community loans by more than 10 million forints. 
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The result of Sphere loan/deposit products in 2017: 

Green energy 

Total yearly savings in the sphere: 1,250,591 forints 

 

Health and social care 

Total yearly savings in the sphere: 3,544,910 forints 

 

Environment and nature conservation 

Total yearly savings in the sphere: 327,329 forints 

 

Culture and Educations 

Total yearly savings in the sphere: 1,263,962 forints 

 

Job Creation 

Total yearly savings in the sphere: 1,415, 652 forints 

 
Account keeping 
 
The Bank offers accounting keeping services and special account products to almost all 
players of the economy.  
 
At the end of 2017 the Bank managed 46,369 forint and foreign currency accounts in total, 
which is 5,018 more than in the previous year. Seventy per. cent of the accounts are owned 
by retail customers, 26% of the accounts are owned by businesses, while 4% of the accounts 
were opened by not for profit organizations. 

 
The dynamic growth of the current account portfolio in 2017 and in the previous years as 
well as the more then 45,000 current accounts show to us that our customers have 
recognized and fully embraced the values of community banking. 
 
It is unique in our country that our customers have been given the opportunity to decide 
about their bank account fees for seven years. Wits its ‘Pay as you like’ bank account the 
Bank’s aim is to encourage its customers to establish with awareness the ‘fair’ price of the 
service that holds values to them. 
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Digital products 
 
The outstanding service from among account keeping services is the NetBank system, which 

is extremely popular among customers. The expansion and development of the NetBank 

services and the related mobile applications are key tasks for the Bank. We are extremely 

proud that the NetBank system and the related mobile application developed by our own 

development team gained notable success among our own users. 

 
2017 was a witness to new digital developments and, in certain cases, results that were new 
to the Hungarian market. We introduced our ’Account to Your Home’ product to our retail 
customers, which can be accedded by our new customers by applying online and without 
having to visit a branch. This makes it possible for people living outside Budapest to open a 
MagNet account.  
 
Our ’Step by Step Savings Programme’ developed by the agile development methodology 
earned the ’Savings Product of the Year’ award at the Mastercard-Bank of the Year 
competition in 2017. In the case of the ’fixed amount’ savings method, the amount specified 
by the customers is allocated at the date and for the purpose specified by the customer until 
the expiry or termination day. In the case of our ’Saving Little by Little’ bank card product, 
the customer has the opportunity to decide which purpose specified by what customer 
should be supported from the difference calculated by rounding to 10, 100 or 1,000.  
 
Since last year, before PSD2 took effect, we had been able to provide the opportunity to 
customers of fintech companies to offer certain services by joining the banking data system. 
In 2017 the Bank completed an API (Application Programming Interface) based 
development, which is unique in the market to simplify and shorten account administration 
for SMEs (Autokassza service together with a Számlázz.hu).  
 
The development to connect with the PFM system, and is similar to the one that was 
completed in a joint effort with Számlázz.hu, but it is offered to retail customers is also a 
result of year 2017. 
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Digital info 2017: 

 
✓ 50,908 NetBank users 

✓ Logged in the NetBank interface 2,694,065 times 
✓ 1,136,886 transfers posted 
✓ 19,538 deposits opened 
✓ 6,176 mobile bank users 

✓ Logged in our mobile application 593,495 times 
 

 
 

Bank card transactions 
 
In 2013 the Bank replaced the bank card of all VISA cardholder customers with MasterCard 
basic or MasterCard embossed cards. Business customers were provided with MasterCard 
business cards.  
 
At the end of December customers possessed 23,900 cards (at the end of 2016 the figure 

stood at 24,900), nearly 85% of which were held by retail customers. Bank account turnover 

(non-fee related debit transactions) amounted to 39,378 million forints (30,039 million 

forints in 2016), which meant 2,899,000 (2,022,000 in 2016) bank card transactions during 

the year. 

All in all, the Bank has achieved a significant growth in this line of business as well year by 

year.  

 

EQUITY 

 

The Bank’s registered capital amounts to 7,87 billion forints. On December 31st, 2017 the 

Bank’s equity amounted to 11,528 million forints (9,277 million forints in 2016). This change 

was due to the increase in the Bank’s registered capital and the decrease in the accumulated 

profit reserves. 

On the basis of the relevant resolution of the Bank’s General Meeting, the Board of Directors 
decided at its own discretion on January 20th, 2017 that the Bank’s 2,000,000,000 forints 
(that is 2 billion forints) share capital be raised by 10,000,000 forints (10 million forints) to 
2,010,000,000 forints (two billion ten million forints). Also, on February 28th, 2017 the Board 
of Directors of the Bank decided that the Bank’s share capital be raised from 2,010,000,000 
forints to 7,870,000,000 forints in total, that is by 5,860,000,000 forints. This was completed 
in two ways: on the one hand, by raising the share capital by 5,340,000,000 to the debit of 
the funds exceeding the Bank’s equity and, on the other hand, by raising the Bank’s share 
capital by 520,000,000 forints by the private placement of securities.  
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Capital adequacy ratio 

 

Pursuant to Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 

June 26, 2013 on prudential requirements for credit institutions and investment firms 

(hereinafter: CRR Regulation) the Bank’s own funds stood at 11,208 million forints on 

December 31st, 2017 (9,218 million forints in 2016). The traditional capital adequacy ratio 

stood at 13.75% on December 31st, 2016 (13.7% in 2016). 

 
The Bank’s primary capital amounted to 10,919 million forints on December 31st, 2016 

(8,859 million forints in 2016), while CET1 stood at 13.40% (13.2% in 2016).  

 
In accordance with Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises 

(hereinafter: Credit Institutions Act) and with the rules laid down in the CRR Regulation, the 

Bank meets the disclosure requirements at least once a year upon disclosing its annual 

financial statements. The Bank publishes its disclosure requirement document on its 

website. 

The Bank disclosed its risk management objectives and rules in respect of each risk type. The 

disclosure requirement covers 

a) the strategies and procedures used to manage the given risks 

b) the organization and the structure of the relevant risk management function, 

including the information on the scope of powers and any other relevant risk 

management agreements 

c) the validity and characteristics of risk reporting and assessment systems 

d) the rules of risk mitigation and hedging and the strategies and procedures that serve 

the continuous monitoring of risk mitigation and hedging 

e) the statement approved by the Bank’s management on the adequacy of the Bank’s 

risk management system, which ensures that the risk management system applied is in 

harmony with the Bank’s profile and strategy 

f) the risk statement approved by the Bank’s management that briefly summarizes the 

general risk profile related to the business strategy applied by the Bank. This statement 

includes the guiding figures and indicators and provides external parties with a 

comprehensive picture of the Bank’s risk management system, including the 

relationship between the Bank’s risk profile and the risk appetite of the Bank as defined 

by the management. 

When meeting the disclosure requirement, the Bank discloses information in respect of 

the following risks with the details stipulated in the CRR Regulation, the regulations of the 
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Commission amending that Regulation, supervisory recommendations and in the Credit 

Institutions Act: 

• the Bank’s own funds 
• the capital requirements 
• partner risk exposure 
• capital buffers 
• credit risk adjustment 
• unsecured (not provided as collaterals) assets  
• the use of external credit rating agencies 
• market risk exposure 
• operational risk 
• share exposure not listed in the Trading Book 
• the interest rate risk of exposures listed elsewhere and not in the Trading Book 
• the exposures of securitisation positions 
• the remuneration policy  
• leverage 
• liquidity coverage ratio and 
• ROA 

 
PROFITABILITY 
 
In 2017 the Bank realized an after-tax profit of 1,989 million forints. 

The Bank’s ROA was 1.49%, while its ROE stood at 17.26% in 2017. 

 

(million Ft) 2016 2017 

    Interests received and related revenues 6 282 5 790 

    Interests paid and related expenses 1 608 1 472 

    Net interest margin 4 674 4 318 

    Dividend and other income on capital 80 12 

    Revenues earned from commissions and fees 2 719 2 817 

    Expenses paid from commissions and charges 261 348 

    Net of commission and fee income 2 458 2 469 

    Net profit of financial transactions 1 902 695 

    Operating income 9 114 7 516 

    Balance of other income and expenditure -2 925 -3 854 

    Balance of depreciation, reversal of loss and drawing -233 2 797 

     General administrative costs and depreciation 3 965 4 213 

     Ordinary profit or loss 1 991 2 224 

     Pre-tax profit 1 991 2 224 

     Tax liability 159 235 

    Profit after tax 1 832 1 989 

 
In 2017 the Bank’s net interest income was 4.3 billion forints. In 2017 the average credit 
portfolio was 68.3 billion forints. The interest earned on the portfolio was 4.48%. The 
portfolio of risk-free assets stood at 63.6 billion forints in 2017, a portfolio lent with an 
average yield rate of 1.25%. The average cost of the portfolio of liabilities to customers was 
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0.61% in 2017. The interest rate of interbank liabilities was 0.21%. The volume of interest 
margin was 2.05% in 2017. 

The income from commission margin, which is basically gained from bank account 
transactions and other related service fees, amounted to 2,469 million forints in 2017. 

Net financial profit amounted to 695 million forints in 2017, produced mainly from 
purchased receivables and securities operations. 

The Bank accessed a dividend income of 12 million forints via its associated and financial 
enterprises. 

The balance of other revenues and expenses shows a loss of 3,854 million forints, which is 
the result of 1,158 million forints other revenue and 5,012 million forints other 
expenditures. As regards other revenues, 997 million forints is reported as revenue gained 
from credit transaction related revenues and from the selling of assets.  

Also, 2,874 million forints were reported as other expenses related to the writing off of 
receivables as a result of the derecognition of the book value of the receivables sold. In 2017 
tax liabilities and related expenses such as local trade tax, credit institution contribution and 
innovation contribution amounted to 200 million forints, while the transaction duty 
amounted to 1,084 million forints. Insurance fee to the National Deposit Insurance Fund and 
the fee paid to the Single Resolution Fund as well as bank supervision fee are also reported 
among other expenses (145 million forints in total).  

Due to the changes in the balance of loan provisions, the Bank’s yearly results were 
increased by 2,80 billion forints, which was made up mainly of the net balance of loan 
provisions and reversal of loss in value.  
 
The Bank’s operating expenses reached 4.2 billion forints, which is a year-on-year increase of 
7%. This increase is due mainly to  IT investments and the increase of other operating 

costs. Most of the operating expenses − 44% − were personnel expenses amounting to 1,833 
million forints. The second largest part of the expenses is made by the rental fees of assets, 
boffices and branches needed for the banking operation in the amount of 833 million forints. 
Depreciation amounted to 223 million forints in 2017. Software rental and royalty related 

fees, expert fees − paid to lawyers, notaries and auditors − also represent a considerable 
amount among expenses together with the costs of advertising.  

The Bank had to pay 235 million forints corporate tax in 2017, of which bank tax amounted 
to 177 million forints. 

The Bank’s 1,989 million forints after-tax profit was generated from the above items after 

the Bank had established a general reserve of 199 million forints, which increases the Bank’s 

equity. The 1,790 million forints current year profit shown in the profit and loss account 

increases the Bank’s equity.  

Budapest, April 17th, 2018 

  
          Zsolt Fáy   János Salamon 

                                     Chairman of the Board                              CEO 
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