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�� Over 700 institutions and 1300 agentsOver 700 institutions and 1300 agents

�� Numbers change together with relative profitabilityNumbers change together with relative profitability

�� Investment services divided between banks & brokersInvestment services divided between banks & brokers

�� Branches of nonBranches of non--resident institutions gaining importanceresident institutions gaining importance

Institutional structureInstitutional structureInstitutional structureInstitutional structureInstitutional structureInstitutional structureInstitutional structureInstitutional structure



�� Global economy in deep recession, financial sector problemsGlobal economy in deep recession, financial sector problems

�� Global financial sector: tight liquidity and scarce capitalGlobal financial sector: tight liquidity and scarce capital

�� Europe: same as global conditions, with 6Europe: same as global conditions, with 6--12 months lag12 months lag

�� Central Eastern Europe: correction for former overheatingCentral Eastern Europe: correction for former overheating

�� Hungary: structural weaknesses, expensive funds, recessionHungary: structural weaknesses, expensive funds, recession

EnvironmentEnvironmentEnvironmentEnvironmentEnvironmentEnvironmentEnvironmentEnvironment



�� Significant slowdown of asset growth in 2008Significant slowdown of asset growth in 2008
�� UU--turn towards reintermediation turn towards reintermediation –– money goes back to banksmoney goes back to banks

�� Managed assets suffered large valuation lossesManaged assets suffered large valuation losses

�� Stagnating demand for insurance products Stagnating demand for insurance products 

Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008



�� Profitability fell across the boardProfitability fell across the board
�� Excluding oneExcluding one--time factors time factors –– banks: 10.7%, insurers: banks: 10.7%, insurers: 
13.2%, investment companies: 25.4%, whole sector: 11.6%13.2%, investment companies: 25.4%, whole sector: 11.6%
�� Narrowing interest margin, slowdown in growth, fall in Narrowing interest margin, slowdown in growth, fall in 
capital markets, declining net fee incomecapital markets, declining net fee income
�� Loan losses added little extra burdenLoan losses added little extra burden

Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008



�� Credit institutions: introduction CRD in 2008 resulted in Credit institutions: introduction CRD in 2008 resulted in 
significant onesignificant one--time impacttime impact
�� Capital adequacy index Capital adequacy index –– banks: stable, cooperatives: banks: stable, cooperatives: 
moderate decline, insurers: moderate inceasemoderate decline, insurers: moderate incease
�� Existing capital buffers to cover increasing amount of risk Existing capital buffers to cover increasing amount of risk 

Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008



�� Banks: profitability is decreasingly sufficient to capitalise aBanks: profitability is decreasingly sufficient to capitalise a
reasonable amount of risk expansionreasonable amount of risk expansion
�� Reliance to external sources of capital growingReliance to external sources of capital growing
�� Insurers: substantial capital buffers Insurers: substantial capital buffers –– but markbut mark--toto--market market 
valuation of investments would give a different resultvaluation of investments would give a different result

Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008Key trends in 2008



�� PostPost--Lehman shock in Oct08 led to breakLehman shock in Oct08 led to break--downs in the HUF treasury downs in the HUF treasury 
and the interbank FX marketsand the interbank FX markets

�� Prompt response in international assistance: EUR 20bn in IMF/EUPrompt response in international assistance: EUR 20bn in IMF/EU/WB /WB 
loans, EUR 5bn repo facility from ECBloans, EUR 5bn repo facility from ECB

�� Bank support package enacted in Dec08, to provide government caBank support package enacted in Dec08, to provide government capital pital 
& guarantees up to HUF 600bn& guarantees up to HUF 600bn

�� Measures by central bank, government & HFSA to provide liquiditMeasures by central bank, government & HFSA to provide liquidity, y, 
improve oversight, help banks & save debtorsimprove oversight, help banks & save debtors

�� Recession deepened in Q109, market conditions (HUF, risk spreadRecession deepened in Q109, market conditions (HUF, risk spreads, s, 
equities) worsened until March, improving since thenequities) worsened until March, improving since then

�� New government since April, embarked on major fiscal correctionNew government since April, embarked on major fiscal correction & & 
structural measures structural measures –– shortshort--term risk significantterm risk significant

�� Credit growth fell to 0Credit growth fell to 0--5%, risk provisions up, but banks improved on 5%, risk provisions up, but banks improved on 
cost, fees & trading cost, fees & trading -- profitability holds up in Q109profitability holds up in Q109

Crisis chronicleCrisis chronicleCrisis chronicleCrisis chronicleCrisis chronicleCrisis chronicleCrisis chronicleCrisis chronicle



�� Extraordinary high level of credit risk (FX loans, severe Extraordinary high level of credit risk (FX loans, severe 
income and labour market shock)income and labour market shock)
�� Persistently limited supply of funds, high risk spreadsPersistently limited supply of funds, high risk spreads
�� Scarce supply of capital, limited support from parent Scarce supply of capital, limited support from parent 
institutionsinstitutions
�� Continued high market volatility, significant trend risk Continued high market volatility, significant trend risk 
(currency, bond, equity and property markets)(currency, bond, equity and property markets)
�� Increased probability of parallel and combined shocks (eg. Increased probability of parallel and combined shocks (eg. 
liquidity, credit risk, market, etc.)liquidity, credit risk, market, etc.)
�� Strategic risk: unusually unfavourable risk/rewards ratio, Strategic risk: unusually unfavourable risk/rewards ratio, 
uncertain business outlook, need for defensive behaviouruncertain business outlook, need for defensive behaviour
�� Customer protection: deteriorating business conditions may Customer protection: deteriorating business conditions may 
reduce the perceived relative cost of unfair market behaviourreduce the perceived relative cost of unfair market behaviour

Main risksMain risksMain risksMain risksMain risksMain risksMain risksMain risks


