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2006 AUDITED STOCK EXCHANGE REPORT OF OTP BANK PLC. 
 

OTP Bank Plc. has prepared its Audited Stock Exchange Report for 2006. The report contains 
International Financial Reporting Standards (IFRS) audited non-consolidated and consolidated balance 
sheet and profit and loss account for the 12 months ending December 31, 2006.  
 

OTP BANK CONSOLIDATED 
IFRS CONSOLIDATED BALANCE SHEET 
On December 31, 2006 the consolidated IFRS total assets of the Bank were HUF 7,097.4 billion, 
representing a HUF 1,881.5 billion or 36.1% growth over the same period a year earlier. Such a significant 
growth already included the consolidation of the Ukrainian, Russian subsidiaries, as well as that of Zepter 
banka, Serbia. 

The Bank’s consolidated shareholders’ equity on December 31, 2006 was HUF 788.2 billion, by 44.0% 
higher than the consolidated shareholders’ equity as of December 31, 2005. The shareholders’ equity 
represented 11.1% of total assets. Book value per share (BVPS) amounted to HUF 2,815 on December 
31, 2006. 

Main consolidated balance sheet data of OTP Bank according to IFRS: 
HUF mn 31/12/2005 31/12/2006 Y-o-Y

Cash and bank 483,191 532,625 10.2%
Placements with other banks 438,768 602,616 37.3%
Financial assets at fair value through statements of operations 48,054 110,576 130.1%
Trading securities 409,945 489,250 19.3%
Gross loans 3,297,218 4,474,702 35.7%
Provisions on loans 105,920 127,611 20.5%
Net loans 3,191,298 4,347,091 36.2%
Equity investments 12,357 70,938 474.1%
Securities held-to-maturity 289,803 268,281 -7.4%
Intangible assets 233,245 464,716 99.2%
Other assets 109,241 211,333 93.5%
ASSETS 5,215,902 7,097,426 36.1%
Liabilities to credit institutions 364,124 660,416 81.4%
Liabilities to customers 3,428,193 4,232,153 23.5%
Issued securities 543,460 781,316 43.8%
Other liabilities 285,630 384,602 34.7%
Subordinated loans 47,023 250,726 433.2%
LIABILITIES 4,668,430 6,309,213 35.1%
TOTAL SHAREHOLDERS' EQUITY 547,472 788,213 44.0%
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 5,215,902 7,097,426 36.1%
     %-point
Gross loans/deposits 96.2% 105.7% 9.6%

 

On the asset side, cash, deposits and balances with the NBH increased by 10.2% compared to 
December 31, 2005. On December 31, 2006 the volume of interbank placements was 37.3% higher y-o-y. 
Financial assets at fair value through profit and loss increased by 130.1% to HUF 110.6 billion. Available-
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for-sale securities (489.3 billion) were HUF 79.3 billion higher than a year earlier. This volume was by HUF 
140.4 billion higher than the non-consolidated figure of the Bank, due to securities held by OTP Garancia 
Insurance, OTP Building Society and OTP banka Hrvatska and adjustment for mortgage bonds held by 
the parent bank. 

Volume of consolidated loans, net of allowance for possible loan losses grew by 36.2% from HUF 3,191.3 
billion on December 31, 2005 to HUF 4,347.1 billion as of December 31, 2006. The share of net loans in 
total assets reached 61.2%, and equalled to that of at the end of December 31, 2005. Within consolidated 
gross business loan volume of HUF 4,474.7 billion, corporate loans represented 36.0% (HUF 1,610.0 
billion); retail loans 59,1% (HUF 2,649,4 billion) and municipality loans 4,9% (HUF 218.3 billion, 
respectively. Within retail loans housing loans stood at HUF 1,520.1 billion (+24.4%); consumer loans at 
1,126.4 billion (+51.5%). 35.7% of aggregated total loans were granted by the foreign subsidiaries. 

IFRS consolidated gross loan volume by business lines: 
HUF mn 31/12/2005 31/12/2006 Y-o-Y

Corporate loans 1,195,374 1,609,989 34.7%
Municipality loans 136,039 218,299 60.5%
Retail loans 1,965,805 2,646,414 34.6%

Housing loans 1,222,397 1,520,053 24.4%
Consumer loans 743,408 1,126,361 51.5%

Total 3,297,218 4,474,702 35.7%

 

The quality of the loan book under IFRS deteriorated significantly, mainly due to the consolidation of the 
Ukrainian and Russian subsidiaries, but also due to the weaker corporate loan quality of OTP Bank. At the 
end of December 2006 performing portion represented 79.6% of total, 14.8% was to-be-monitored. Non-
performing loans (NPLs) were 5.6% of total, by 200 bps higher than a year before. 59.2% of qualified 
loans and 55.0% of NPLs were in the books of foreign subsidiaries.  

IFRS consolidated gross loan volume by qualified categories: 
HUF mn 31/12/2005 31/12/2006 Y-o-Y

Performing loans 2,876,541 3,561,977 23.8%
To-be-monitored loans 301,581 661,594 119.4%
Below average 27,627 109,417 296.1%
Doubtful 27,802 64,948 133.6%
Bad 63,668 76,765 20.6%
Total receivables 3,297,218 4,474,702 35.7%
QUALITY     
Total qualified 420,677 912,724 117.0%
NPL 119,096 251,130 110.9%
Qualified ratio 12.8% 20.4% 7.6%
NPL ratio 3.6% 5.6% 2.0%
COVERAGE     
Provision on NPL 89,613 110,436 23.2%
Coverage on NPL 75.2% 44.0% -31.2%
Provision on qualified 101,354 121,323 19.7%
Coverage on qualified 24.1% 13.3% -10.8%
Net loans 3,191,298 4,347,091 36.2%

 

On the liability side, customer liabilities were HUF 4,232.2 billion, 23.5% higher than a year earlier and 
57.3% higher than at the Bank. Customer deposits represented 59.6% of total liabilities (65.7% as at 
December 31, 2005). Out of total, 26% of deposits came from corporate; 69% from retail and 5% from 
municipality sector customers.  

Consolidated deposits by business lines: 
HUF mn 31/12/2005 31/12/2006 Y-o-Y

Corporate deposits 662,214 1,098,083 65.8%
Municipality deposits 203,111 221,315 9.0%
Retail deposits 2,562,869 2,912,755 13.7%
Total 3,428,194 4,232,153 23.5%

 

Volume of issued securities was 43.8% higher than a year earlier and reached HUF 781.3 billion. The 
yearly growth was mainly due to the issuances of EUR 750 million denominated bonds by OTP Mortgage 
Bank.  
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CONSOLIDATED IFRS STATEMENT OF OPERATIONS (PROFIT AND LOSS 
ACCOUNT) 

HUF mn 2005 2006 Y-o-Y
Interest income 459,024 542,817 18.3%
Interest expense 161,799 186,873 15.5%

Net interest income 297,225 355,944 19.8%
Net interest income without swap 290,641 322,406 10.9%
Provision for possible loan losses 28,042 28,559 1.8%

Net interest income after provision 269,183 327,385 21.6%
Fees and commissions income 118,884 145,015 22.0%
Foreign exchange gains, net 3,879 -11,884 
Gain on securities, net 9,708 6,901 -28.9%
Gain on real estate transactions 96 1,292 
Dividend income 672 901 34.1%
Insurance premiums 69,793 75,554 8.3%
Other non-interest income 13,465 24,940 85.2%

Total non-interest income 216,497 242,719 12.1%
Fees and commissions expense 19,930 32,115 61.1%
Personnel expenses 95,235 106,804 12.1%
Depreciation 21,897 26,465 20.9%
Insurance expenses 58,468 60,866 4.1%
Other non-interest expenses 98,073 125,252 27.7%

Total non-interest expense 293,603 351,502 19.7%
Income before income taxes 192,077 218,603 13.8%

Income taxes 33,803 31,506 -6.8%
After tax profit 158,274 187,097 18.2%
    %-point
Total income (with net fees) 493,792 566,548 14.7%
Operating cost 273,673 319,387 16.7%
Cost/income ratio 55.4% 56.4% 1.0%
Net interest margin before provision 6.34% 5.78% -0.6%
Net interest margin without swap 6.20% 5.24% -1.0%
ROA 3.38% 3.04% -0.3%
ROE 32.3% 28.0% -4.3%

 

Cumulated IFRS consolidated pre-tax profit was HUF 218.6 billion, which represented a 13.8% increase 
over 2005. After-tax profit grew by HUF 28.8 billion or by 18.2% to HUF 187.1 billion. 

The 2006 consolidated IFRS net interest income of OTP Bank was HUF 355.9 billion, 19.8% higher than 
one year before. This was a result of 18.3% yearly growth in interest income and 15.5% y-o-y decrease in 
interest expenses. 

Consolidated interest income amounted to HUF 542.8 billion (+18.3%). Within this, interest income from 
loans without swaps exceeded HUF 386 billion (+13.8%), whereas interest income from swaps was also 
significant: HUF 62.7 billion (+91.9%). Total interest expense was HUF 186.9 billion, 15.5% higher than in 
2005. Within this, interest expenses paid for customers’ deposit rose from HUF 99.4 billion by 5.2% to 
HUF 104.6 billion. Interest expenses from swaps amounted to HUF 29.2 billion, and thus net swap profit 
reached HUF 33.5 billion, which exceeds more than five-times its volume of HUF 6.6 billion in 2005. 
Without swaps net interest income would be HUF 322.4 billion, 10.9% higher than one year before. 

Provisions for possible loan and placement losses amounted to HUF 28.6 billion, 1.8% higher than in 
2005. Provisioning cost as a percentage of average gross loans reached 0.74% compared to 0.95% a 
year earlier. 

Non-interest income was 12.1% lower than a year earlier and reached HUF 242.7 billion. Within non-
interest revenues, the fee and commission income increased by 22.0% to HUF 145.0 billion. The 
insurance premium reached HUF 75.5 billion, an increase of 8.3% y-o-y. Net losses on foreign exchange 
transactions grew significantly to HUF 11.9 billion compared to the gains of HUF 3.9 billion in 2005, net 
profit on securities trading decreased to HUF 6.9 billion.  

Consolidated non-interest expenses grew by 19.7% year-on-year to HUF 351.5 billion. Consolidated 
personnel expenses were 12.1% higher than a year before and reached HUF 106.8 billion. Consolidated 
fee and commission expenses increased significantly by 61.1% to HUF 32.1 billion. Insurance expenses 
rose slightly by 4.1% to HUF 60.9 billion, whereas other non-interest expenses increased substantially by  
27.7% to HUF 125.3 billion.  
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Hence, net fees and commissions grew by 14.1% to HUF 112.9 billion and net insurance income grew to 
HUF 14.7 billion, an increase of 29.7% y-o-y. Consolidated cost-income ratio was 56.4%, 1.0%-points 
higher than a year before.  

Net consolidated interest margin over average total assets was 5.78%, 56 bps below 2005. Disregarding 
the effects of swaps net margin in 2006 was lower: 5.24%, a decrease of 96 bps. Consolidated ROAA was 
3.04% (3.38% in 2005), while consolidated ROAE reached 28.0% (32.3% in 2005). Basic earnings per 
share (EPS) reached HUF 722, HUF 118 above 2005. Diluted EPS reached HUF 714. 
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OTP BANK NON-CONSOLIDATED 

IFRS NON-CONSOLIDATED BALANCE SHEET 
OTP Bank maintained its market position as the largest retail bank in Hungary and the largest bank by 
total assets. Total assets of the Bank were HUF 4,506.7 billion on December 31, 2006, which was 
25.4% higher than a year earlier.  

Main non-consolidated balance sheet data of OTP Bank according to IFRS: 
HUF mn 31/12/2005 31/12/2006 Y-o-Y

Cash and bank 379,249 429,325 13.2%
Placements with other banks 393,659 657,939 67.1%
Financial assets at fair value 34,054 61,085 79.4%
Securities for sale and trading 371,433 348,859 -6.1%
Gross loans 1,497,670 1,782,699 19.0%
Provisions -22,162 -31,021 40.0%
Net loans 1,475,508 1,751,678 18.7%
Investments 223,881 583,298 160.5%
Securities held-to-maturity 521,797 504,111 -3.4%
Intangible assets 105,569 100,721 -4.6%
Other assets 87,723 69,395 -20.9%
ASSETS 3,592,872 4,506,410 25.4%
Liabilities to credit institutions 255,211 557,857 118.6%
Deposits from customers 2,506,457 2,690,098 7.3%
Issued securities 202,267 202,050 -0.1%
Other liabilities 108,615 137,934 27.0%
Subordinated loans 47,023 247,865 427.1%
LIABILITIES 3,119,573 3,835,804 23.0%
TOTAL SHAREHOLDERS' EQUITY 473,299 670,606 41.7%
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 3,592,872 4,506,410 25.4%
     %-point
Gross loans to deposits 59.8% 66.3% 6.5%

 

On the asset side, gross loan volume represented 39.6% (2005: 41.7%), while liabilities to customers 
amounted to 59.8% (2005: 69.8%). Total gross loan volume increased by 19.0% in 2006. Retail loans 
reached HUF 567.9 billion, representing 31.9% of total loans (2005: 31.0%). The volume of the 
corporate loans was HUF 1,004.6 billion, exceeded 56.4% of total loans (2005: 60.3%). Share of 
municipality loans was 11.8%, an increase of 60.3% y-o-y. The quality of loan portfolio slightly 
deteriorated in 2006. Qualified loans represented 5.4% of the total loans (2005: 5.3%), while NPL ratio 
was 3.2% (2005: 2.3%). NPL coverage was 48.7% compared to 53.4% at the end of December 2006. 

 
IFRS non-consolidated gross loan volume by business lines: 

HUF mn 31/12/2005 31/12/2006 Y-o-Y
Corporate loans 902,696 1,004,605 11.3%
Municipality loans 131,107 210,159 60.3%
Retail loans 463,867 567,936 22.4%

Housing loans 210,150 259,583 23.5%
Consumer loans 253,717 308,353 21.5%

Total 1,497,670 1,782,699 19.0%

 
IFRS non-consolidated gross loan volume by qualifying categories: 

HUF mn 31/12/2005 31/12/2006 Y-o-Y
Performing loans 1,418,879 1,686,246 18.8%
To-be-monitored loans 44,250 38,954 -12.0%
Below average 13,160 22,681 72.3%
Doubtful 14,119 25,577 81.2%
Bad 7,262 9,242 27.3%
Total receivables 1,497,670 1,782,699 19.0%
QUALITY     
Total qualified 78,791 96,454 22.4%
NPL 34,541 57,500 66.5%
Qualified ratio 5.3% 5.4% 2.8%
NPL ratio 2.3% 3.2% 0.9%
COVERAGE     
Provision on NPL 18,449 27,986 51.7%
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HUF mn 31/12/2005 31/12/2006 Y-o-Y
Coverage on NPL 53.4% 48.7% -4.7%
Provision on qualified 22,162 31,021 40.0%
Coverage on qualified 28.1% 32.2% 4.0%
Net loans 1,475,508 1,751,678 18.7%

 

On the liability side, customer deposits amounted to HUF 2,690.1 billion, 7.3% higher than a year 
earlier. Deposits represented 59,7% of total liabilities (2005: 69,8%). Within, 67.4% (2005: 74.6%) 
came from retail, 26.4% (2005: 18.9%) from corporate, and 6.3% from municipal sector customers.  

 
IFRS non-consolidated deposits by business lines: 

HUF mn 31/12/2005 31/12/2006 Y-o-Y
Corporate deposits 474,052 708,981 49.6%
Municipality deposits 161,993 168,379 3.9%
Retail deposits 1,870,412 1,812,738 -3.1%
Total 2,506,457 2,690,098 7.3%

 

Liabilities from issued securities remained stable at the level of HUF 202 billion. Within the liabilities of 
the Bank the volume of subordinated loans grew significantly: in September OTP Bank issued fixed 
rated subordinated bonds in a total value of EUR 300 million and it was followed by an Upper Tier 2 
(perpetual NC10) transaction in November with a total value of EUR 500 million. In the first 10 years it 
pays a fix 5.875% coupon p.a. and 3 months Euribor + 300 bps thereafter. Gross loans to deposits 
ratio of the Bank was 66.3%, compared to 59.8% at the end of December 2006. 
 

NON-CONSOLIDATED IFRS STATEMENT OF OPERATIONS (PROFIT AND LOSS 
ACCOUNT) 

HUF mn 2005 2006  Y-o-Y
Interest income 281,403 331,917 18.0%
  Interest inc. swap on loans 945 897 -5.1%
  Interest inc. swap on interbank loans 28,786 52,666 83.0%
Interest expense 112,763 128,753 14.2%
  Interest exp. swap on interbank deposits 22,348 24,924 11.5%
  Interest exp. swap on deposits 123 2,312 

Net interest income 168,640 203,164 20.5%
Net interest income (without swaps) 161,380 176,888 9.6%
Provision for possible loan losses 16,435 25,443 54.8%

Net interest income after provision 152,205 177,721 16.8%
Fees and commissions income 136,264 147,668 8.4%
Foreign exchange gains, net 1,603 -14,465 
Gain on securities, net 3,103 870 -71.9%
Other non-interest income 17,450 61,178 250.6%

Total non-interest income 158,420 195,252 23.2%
Fees and commissions expense 13,840 21,162 52.9%
Personnel expenses 62,437 65,406 4.8%
Depreciation 15,244 17,391 14.1%
Other non-interest expenses 63,302 81,526 28.8%

Total non-interest expense 154,823 185,486 19.8%
Income before income taxes 155,801 187,487 20.3%

Income taxes 22,804 17,298 -24.6%
After tax profit 132,848 170,188 28.1%

    %-point
Total income (with net fees) 313,220 377,254 20.4%
Operating cost 140,983 164,323 16.6%
Cost/income ratio 45.0% 43.6% -1.5%
Net interest margin (before provisioning) 5.07% 5.02% -0.06%
Net interest margin (before provisioning and swaps) 6.47% 4.37% -0.49%
ROA 4.00% 4.20% 0.20%
ROE 30.8% 29.8% -1.0%

 

In 2006 OTP Bank realised HUF 187 billion profit before tax (+20.3%). Net interest income was by 
20.5% higher than the figure of the base period, driven by 18,0% increase of interest income, while 
interest expenses increased slightly by 14.2%. Non-interest income of OTP Bank showed an increase 
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of 23.2% during the year of 2006, mainly due to the above mentioned transactions. Due to the fair 
value adjustment the net securities result was by 71.9% lower than in 2005. FX gain and loss result 
also showed a significant change compared to last year: its loss of HUF 14.5 billion was by HUF 16 
billion worse than a year ago due to adjustments of derivative transactions. Non-interest expenses 
exceeded 2005 figures by 19.8%, within that personal expenses represented 35.3% in total, while fee 
and commission income comprised 11.4%, respectively. 

Cost to income ratio was 43.6%, which was significantly lower than the consolidated OTP Group level 
of 56.4%. In 2006 annualized ROA was 4.20% (consolidated ROA was 3.04%), and ROE was 29.8% 
(consolidated ROE was 28.0%). 

 
DIVIDEND 
According to the Bank’s already announced dividend policy, the dividend pay-out ratio is 30%, based 
on the non-consolidated HAR-based earnings. The extraordinary result of earlier mentioned ICES 
(Income Certificates Exchangeable for Shares) transaction is not included in the dividend-payment 
basis. Thus, dividends per share is HUF 144, dividends payment rate is 21.7% of the total non-
consolidated HAR-based after tax profit. 
 
CAPITAL ADEQUACY (BASED ON HAR) 
The HAR shareholders’ equity of OTP Bank was HUF 553.2 billion on December 31, 2006, by HUF 
145.6 billion higher than a year earlier. The growth was a result of a growth of HUF 18.6 billion in 
general reserves, as well as HUF 107.6 billion retained earnings, a HUF 57.9 billion growth in balance 
sheet profit, compensating the decrease (HUF 38.6 billion) of tied-up reserves. Non-consolidated book 
value of one share with face value of HUF 100 was HUF 1.978 on December 31, 2006. 

The guarantee capital of the Bank stood at HUF 264,617 million or HUF 270,220 million including 
profit for the period, of which tier 2 capital amounted to HUF 242,283 million. With risk weighted assets 
of HUF 2,734.0 billion (an increase of 33.3% y-o-y) the capital adequacy ratio – calculated according 
to the Hungarian regulations – reached 9.69%, higher than 8% required by the Banking Act. The ratio 
calculated with 4Q 2006 profit was 9.88%. 

 
AGGREGATED MARKET SHARES OF THE DOMESTIC GROUP MEMBERS IN THE 
CREDIT INSTITUTIONS SYSTEM IN HUNGARY BASED ON HAR DATA 

  2005 2006  Y-o-Y
Total assets 24.1% 24.7% 0.6%
Loans 21.4% 20.6% -0.9%

Retail 37.7% 34.5% -3.2%
Housing 46.4% 41.7% -4.7%

HUF 52.6% 51.2% -1.4%
FX 22.5% 22.9% 0.3%

Consumer 24.4% 24.8% 0.4%
Corporate 11.7% 11.0% -0.7%
Municipal 52.7% 55.1% 2.4%

Deposits 26.9% 23.7% -3.2%
Retail 34.7% 32.4% -2.3%

HUF 34.5% 32.0% -2.5%
FX 36.0% 35.0% -1.1%

Corporate 11.4% 9.9% -1.5%
Municipal 63.4% 64.2% 0.8%

 
STAFF LEVEL AT OTP GROUP 
The closing staff number of the whole group was 26,869 persons as of December 31, 2006, during the 
fourth quarter the staff increased by 8,004 persons. Year-on-year growth was 8,793 persons due to 
the consolidation of CJSC OTP Bank (+2,021 persons), Investsberbank (+5,438 persons) and Zepter 
banka (+252 persons). 

The closing number of OTP Bank staff was 8.169 on December 31, 2006, 270 more than at the end of 
December, 2005 and 95 persons more than at the end of September 2006. In the fourth quarter of 
2006 the staff in the branch network increased by 153 people, in the headquarters the number of staff 
decreased by 58 persons. 
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  31/12/2005 31/12/2006 Y-o-Y
OTP Bank      
Closing staff (persons) 7,899 8,169 3.4%
Average staff (persons) 7,842 8,017 2.2%
Per capita total assets (HUF mn) 454.9 562.1 23.6%
Per capita profit after tax quarterly (HUF mn) 3.6 6.4 77.1%
GROUP       
Closing staff (persons) 18,076 26,869 49.5%
Average staff (persons) 18,045 24,551 38.9%
Per capita total assets (HUF mn) 288.6 264.1 -0.3%
Per capita profit after tax quarterly (HUF mn) 2.3 1.7 -27.5%
 

PERSONAL AND ORGANIZATIONAL CHANGES DURING THE FOURTH 
QUARTER OF 2006 AT OTP BANK PLC. 
In the management, Board of Directors and Supervisory Board the following changes occurred in 
2006: 

Dr. István Gresa was appointed as deputy CEO of Credit Approval and Risk Management Division 
as of March 1, 2006. At the same time Géza Lenk was relieved from this position, however, he kept 
his position as deputy CEO.  

The Annual General Meeting of OTP held on April 28, 2006 elected Dr. Sándor Csányi, Dr. Zoltán 
Spéder, Dr. Antal Pongrácz, Dr. Sándor Pintér (who resigned as Member of the Supervisory Board), 
Csaba Lantos, Dr. István Kocsis, Dr. Tibor Bíró, Mihály Baumstark, Péter Braun, Dr. László Utassy 
and József Vörös to the Board of Directors until AGM following the business year of 2010, but 
maximal until May 30, 2011.  

Pap Gyula Deputy Director, the Head of IT and Logistics Division was relieved from his position – with 
honourable mention of his work – by the Chariman and CEO of OTP Bank as from October 1, 2006, 
and Ákos Takáts was appointed to run the IT and Logistics Division, after having the recquired 
permissions.  

 

 

OTP Bank Plc. 

 

8/8 

























































































































 


	OTP BANK CONSOLIDATED 
	IFRS CONSOLIDATED BALANCE SHEET 
	 
	 
	OTP BANK NON-CONSOLIDATED 
	IFRS NON-CONSOLIDATED BALANCE SHEET 
	NON-CONSOLIDATED IFRS STATEMENT OF OPERATIONS (PROFIT AND LOSS ACCOUNT) 
	DIVIDEND 
	CAPITAL ADEQUACY (BASED ON HAR) 
	AGGREGATED MARKET SHARES OF THE DOMESTIC GROUP MEMBERS IN THE CREDIT INSTITUTIONS SYSTEM IN HUNGARY BASED ON HAR DATA 
	STAFF LEVEL AT OTP GROUP 

