H1 2008 Flash Report of K&H Bank Zrt.

Pursuant to Sections 54 and 56 of Act CXX of 2001 on the capital market (the Capital Market Act), K&H Bank Zrt. (Budapest, V. ker. Vigadó tér 1.) herewith publishes its H1 2008 Flash Report as follows.
The Company draws attention to the fact that the figures published in its Flash Report are based on non-audited reports.
The Company herewith states that the Flash Report contains true and correct data and representations.  Further, it does not conceal any facts that have any relevance from the aspect of assessing the Company’s standing. 
The Company shall be obligated to provide compensation for damages caused by its failure to release information as stipulated by the relevant statute of law or the eventually misleading contents of such information. 

A)  The Company’s financial management figures
	Balance Sheets and Income Statements according to Hungarian Accounting Standards

	
	
	
	

	in million HUF
	Not audited
	Not audited
	 

	BALANCE SHEETS
	June 30, 2007         Comparative figures
	June 30, 2008         
	Change

	Assets
	 
	 
	 

	Cash and equivalents
	109 539
	124 617
	13,76%

	Government securities
	315 741
	453 890
	43,75%

	Valuation difference of  Government securities
	1 759
	405
	-76,98%

	Amounts due from credit institutions
	153 635
	202 702
	31,94%

	Amounts due from clients
	1 454 172
	1 509 843
	3,83%

	Debt securities, including those with a fixed interest rate
	10 566
	47 311
	347,77%

	Valuation difference of  debt securities
	106
	-504
	-575,47%

	Shares and other variable yield securities
	0
	0
	0,00%

	Shares and participations held for investment
	1 834
	1 534
	-16,36%

	Shares and participations in affiliated undertakings
	8 065
	17 005
	110,85%

	Intangible assets
	7 032
	7 073
	0,58%

	Tangible assets
	22 012
	23 855
	8,37%

	Other assets
	25 995
	29 334
	12,84%

	Positive valuation difference of derivative transactions
	2 252
	25 136
	1016,16%

	Prepayments and accrued income
	31 695
	34 425
	8,61%

	Total assets
	2 144 403
	2 476 626
	15,49%

	
	 
	 
	


	Liablities
	 
	 
	

	Amounts due to credit institutions
	456 503
	526 140
	15,25%

	Amounts due to clients
	1 398 272
	1 562 845
	11,77%

	Liabilities from securities issued
	4 553
	5 578
	22,51%

	Other liabilities
	35 519
	84 610
	138,21%

	Negative valuation difference of derivative transactions 
	7 982
	32 490
	307,04%

	Accruals and deferred income
	38 364
	45 180
	17,77%

	Provisions
	23 424
	28 993
	23,77%

	Subordinated liabilities
	19 468
	18 936
	-2,73%

	Subscribed capital
	52 507
	66 307
	26,28%

	Capital reserve
	28 070
	28 070
	0,00%

	General reserve
	6 118
	9 358
	52,96%

	Profit reserve (+/-)
	61 348
	59 747
	-2,61%

	Retained earnings (+/-)
	12 275
	8 372
	-31,80%

	Total liabilities & equity
	2 144 403
	2 476 626
	15,49%

	
	
	
	


	
	
	
	

	in million HUF
	Not audited
	Not audited
	 

	INCOME STATEMENTS
	June 30, 2007         Comparative figures
	June 30, 2008         
	Change

	 
	 
	 
	 

	Interest received and similar income
	89 864
	106 853
	18,91%

	Interest paid and similar expense
	59 276
	74 051
	24,93%

	Net interest income
	30 588
	32 802
	7,24%

	Income from securities
	2 118
	3 256
	53,73%

	Fees and commissions received (receivable)
	19 635
	20 202
	2,89%

	Fees and commissions paid (payable)
	5 875
	7 986
	35,93%

	Profit/loss on financial transactions
	10 171
	-3 220
	-131,66%

	Other income from business activities
	2 862
	2 370
	-17,19%

	General and administrative expenses
	27 658
	29 976
	8,38%

	Depreciation
	3 786
	3 819
	0,87%

	Other expenses on business activities
	6 532
	13 249
	102,83%

	Impairment on receivables and risk provisioning for contingent and future liabilities
	14 303
	5 771
	-59,65%

	Writeback of impairment on receivables and risk provisions used for contingent and future liabilities
	7 765
	8 493
	9,38%

	Difference between general risk provisions made and used
	-104
	430
	-513,46%

	Impairment on debt securities held for investment and shares and participations in affiliated and other associated undertakings
	335
	561
	67,46%

	Writeback of impairment on debt securities held for investment and shares and participations in affiliated and other associated undertakings
	2
	8 749
	437350,00%


	Profit/loss on ordinary activities
	14 548
	10 860
	-25,35%

	Extraordinary profit/loss
	12
	55
	358,33%

	Pretax profit/loss
	14 560
	10 915
	-25,03%

	Taxation
	2 285
	2 543
	11,29%

	Net profit/loss
	12 275
	8 372
	-31,80%

	General provisions made/used  (+/-)
	 
	0
	0,00%

	Retained earnings  
	12 275
	8 372
	-31,80%


We would like to inform our investors that as of January 1, 2008, in the course of accounting the Bank has been applying the method of evaluating financial instruments at their real value.  The effects of such switchover on the individual lines of the Balance Sheet and Profit & Loss Account are presented in the table attached.

	in million HUF
	June 30, 2007
	June 30, 2007    Adjustment due to the switchover to fair value
	June 30, 2007         Figures reflecting
 the effects of fair valuation 
	June 30, 2008
	June 30, 2008    Adjustment due to the switchover to fair value
	June 30, 2008         Figures reflecting
 the effects of fair valuation 
	Variance

	a
	b
	c
	d
	e
	f
	g
	h=g/d

	BALANCE SHEETS
	 
	 
	 
	 
	 
	 
	 

	Assets
	 
	 
	 
	 
	 
	 
	 

	Valuation difference of  Government securities
	0
	1 759
	1 759
	405
	0
	405
	-76,98%

	Valuation difference of  debt securities
	0
	106
	106
	-504
	0
	-504
	-575,47%

	Other assets
	27 341
	-1 346
	25 995
	29 257
	77
	29 334
	12,84%

	Positive valuation difference of derivative transactions
	0
	2 252
	2 252
	25 136
	0
	25 136
	1016,16%

	Prepayments and accrued income
	21 146
	10 549
	31 695
	34 425
	0
	34 425
	8,61%

	Total assets
	2 131 083
	13 320
	2 144 403
	2 476 549
	77
	2 476 626
	15,49%

	
	 
	 
	 
	 
	 
	 
	 

	Liablities
	 
	 
	 
	 
	 
	 
	 

	Other liabilities
	35 400
	119
	35 519
	84 533
	77
	84 610
	138,21%

	Negative valuation difference of derivative transactions 
	0
	7 982
	7 982
	32 490
	0
	32 490
	307,04%

	Accruals and deferred income
	37 322
	1 042
	38 364
	45 180
	0
	45 180
	17,77%

	Provisions
	25 435
	-2 011
	23 424
	28 993
	0
	28 993
	23,77%

	Profit reserve (+/-)
	56 103
	5 245
	61 348
	56 103
	3 644
	59 747
	-2,61%

	Retained earnings (+/-)
	11 332
	943
	12 275
	12 016
	-3 644
	8 372
	-31,80%

	Total liabilities & equity
	2 131 083
	13 320
	2 144 403
	2 476 549
	77
	2 476 626
	15,49%

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	

	in million HUF
	June 30, 2007
	June 30, 2007    Adjustment due to the switchover to fair value
	June 30, 2007         Figures reflecting
 the effects of fair valuation 
	June 30, 2008
	June 30, 2008    Adjustment due to the switchover to fair value
	June 30, 2008         Figures reflecting
 the effects of fair valuation 
	Variance

	a
	b
	c
	d
	e
	f
	g
	h=g/d

	INCOME STATEMENTS
	 
	 
	 
	 
	 
	 
	 

	Profit/loss on financial transactions
	8 333
	1 838
	10 171
	168
	-3 388
	-3 220
	-131,66%

	Other income from business activities
	3 479
	-617
	2 862
	3 404
	-1 034
	2 370
	-17,19%

	Other expenses on business activities
	6 489
	43
	6 532
	13 327
	-78
	13 249
	102,83%

	Profit/loss on ordinary activities
	13 370
	1 178
	14 548
	15 204
	-4 344
	10 860
	-25,35%

	Pretax profit/loss
	13 382
	1 178
	14 560
	15 259
	-4 344
	10 915
	-25,03%

	Taxation
	2 050
	235
	2 285
	3 243
	-700
	2 543
	11,29%

	Net profit/loss
	11 332
	943
	12 275
	12 016
	-3 644
	8 372
	-31,80%

	Retained earnings  
	11 332
	943
	12 275
	12 016
	-3 644
	8 372
	-31,80%


We would herewith like to note that the financials of K&H Bank Zrt. presented above contain the main summary lines of the Company’s Balance Sheet and Profit & Loss Account prepared in line with Hungarian accounting standards, as well as of its consolidated Balance Sheet and Profit & Loss Account prepared in line with international financial reporting standards.
	Consolidated Balance Sheets and Income Statements according to International Financial Reporting Standards

	
	
	
	

	
	
	
	

	in million HUF
	Not audited
	Not audited
	 

	CONSOLIDATED BALANCE SHEETS
	June 30, 2008
	June 30, 2007
	Change

	ASSETS
	 
	
	 

	Cash and balances with the National Bank of Hungary
	125 111
	110 009
	13,73%

	Trading securities
	82 820
	40 288
	105,57%

	Financial assets designated at fair value through profit or loss
	8 962
	11 003
	-18,55%

	Balances due from other banks
	264 359
	157 519
	67,83%

	Derivative financial instruments
	64 984
	36 500
	78,04%

	Loans to customers
	1 494 715
	1 434 586
	4,19%

	Investment securities
	363 740
	285 796
	27,27%

	Securities pledged under repurchase agreements
	33 874
	25 864
	30,97%

	Other assets
	42 886
	39 128
	9,60%

	Current tax asset
	5 511
	5 092
	8,23%

	Deferred tax asset
	275
	389
	-29,31%

	Investments in associates
	1 955
	2 249
	-13,07%

	Intangible assets
	4 601
	2 116
	117,44%

	Bank premises and equipment 
	29 485
	30 236
	-2,48%

	Total assets
	2 523 278
	2 180 775
	15,71%


	 
	 
	 
	 

	LIABILITIES AND SHAREHOLDERS’ EQUITY
	 
	 
	 

	Trading liabilities
	4 202
	3 142
	33,74%

	Financial liabilities designated at fair value through profit or loss
	127 933
	87 560
	46,11%

	Balances due to banks
	367 020
	317 869
	15,46%

	Derivative financial instruments
	52 287
	22 232
	135,19%

	Deposits and certificates of deposit
	1 423 223
	1 301 263
	9,37%

	Refinancing credits 
	196 059
	168 426
	16,41%

	Other liabilities
	78 055
	57 139
	36,61%

	Current tax liability
	473
	421
	 

	Deferred tax liability
	2 163
	1 667
	29,8%

	Provision
	34 010
	30 157
	12,8%

	Subordinated debt
	18 881
	19 408
	-2,72%

	Total liabilities
	2 304 306
	2 009 284
	14,68%


	Share capital 
	66 307
	52 507
	26,28%

	Share premium
	48 775
	48 775
	0,00%

	Statutory risk reserve
	9 358
	6 118
	52,96%

	Available for sale reserve
	-8 312
	1 311
	-734,02%

	Cash flow hedge reserve
	1 455
	1 940
	-25,00%

	Accumulated profit
	101 389
	60 840
	66,65%

	Total shareholders’ equity
	218 972
	171 491
	27,69%

	Total liabilities and shareholders’ equity
	2 523 278
	2 180 775
	15,71%

	
	
	
	


	in million HUF
	Not audited
	Not audited
	 

	CONSOLIDATED INCOME STATEMENTS
	1st half of year 2008
	1st half of year 2007
	Change

	 
	 
	 
	 

	Interest income
	83 739
	73 473
	13,97%

	Interest expense
	-52 686
	-45 344
	16,19%

	Net interest income
	31 053
	28 129
	10,39%

	Fee and commission income
	21 525
	20 176
	6,69%

	Fee and commission expense
	-7 528
	-5 920
	27,16%

	Net fee and commission income
	13 997
	14 256
	-1,82%

	Net gains from financial instruments at fair value
	15 280
	16 211
	-5,74%

	Net realised gains from available-for-sale
	-54
	265
	-120,38%

	Dividend income
	1
	24
	-95,83%

	Other income
	3 082
	1 702
	81,08%

	Gross income
	63 359
	60 587
	4,58%

	Operating  expenses 
	-36 019
	-35 136
	2,51%

	Impairment:
	 
	 
	 

	   on loans and commitments
	288
	-8 593
	-103,35%

	   on available-for-sale
	1
	2
	-50,00%

	   on other
	-49
	-567
	-91,36%

	Share of the profit of associates
	331
	182
	81,87%

	Profit before tax
	27 911
	16 475
	69,41%

	Income tax expense
	-8 862
	-4 667
	89,89%

	Net profit for the year
	19 049
	11 808
	61,32%


B)  Changes having taken place at the Company
  ● 
In the period between June 30, 2007 and June 30, 2008 the Company’s headcount decreased from 3911 to 3752.  The main reason for the decrease in headcount is the outsourcing of the IT organization and its operation as an independent company as of May 1, 2008.
  ●  Members of the Board of Directors: Béla Singlovics, Jan Vanhevel, John Hollows, Luc Philips, Theodoros Roussis, Ignace Gheysens, Marko Voljč, Dr. Ágnes Bába.
  ●  Members of the Supervisory Board: Rita Docx, Imre Csigó, Dirk Laureyns.
  ●  Executive directors according to the Financial Act: Marko Voljč, Dr. Ágnes Bába, Guy Libot.
  ●  In the course of the year no changes occurred in the Bank’s ownership structure reaching 5% of the registered capital.  As of September 28, 2007 KBC Bank N.V. has had an ownership interest and voting share of 100 %; as of this date, the Bank has been operating as a private shareholding company.
Budapest, August 29, 2008
                                           Marko Voljč


 
Attila Gombás



         CEO

Head of the Finance and Risk Management Division
