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Statement of the Issuer 
 
 

 
 

 
K&H Bank Zrt., as the Issuer (represented by Hendrik Scheerlinck, CEO and Attila Gombás, CFO) 
hereby declare that the Year 2011 Annual Report and the Year 2011 Consolidated  Annual Report of 
K&H Bank Zrt. have been prepared to the best of the Issuer’s knowledge, in compliance with the 
applicable accounting laws and regulations, and the financial details contained therein reflect a true 
and reliable status of the assets, liabilities, financial position and profitability of K&H Bank Zrt. and  the 
companies involved in the consolidation, and the Management Report and Consolidated Management 
Report show a true and fair picture of the position, development and performance of K&H Bank Zrt. 
and the companies involved in the consolidation, including the major risks and uncertainties factors. 
 
 
 
 
 
 
Budapest, April 26, 2012 
 
 
 
 
 
 
    
   _________________                        ______________ 
 

                           Hendrik Scheerlinck   Attila Gombás 

                          Chief Executive Officer   Chief Financial Officer 
 

 
 
 

































































































































































































































 

 

 

K&H Bank Zrt. 
 

Management Report (consolidated)  

December 31, 2011 
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On December 31, 2011, the Group‟s consolidated balance sheet total stood at 2 871 billion HUF. As a 

financial institution that offers banking and insurance products alike and has a nation-wide branch 

network of 236 branches, it offers the full range of financial services to clients. 

 

1. The Strategic Objectives of the Bank 
 

K&H Bank Group is a universal bancassurer, providing banking, leasing, asset management and 

insurance services for individuals and corporate (focusing on SME and Mid-cap) customers. 

In order to fulfil our mandate by our shareholder and our clients: 
- we combine the best international practice with sound local knowledge;  
- we provide our clients with a distinctively modern banking and insurance service which begins 

with their needs and concludes with the delivery of excellent solutions at competitive prices. 

 

Customer strategy: 

Retail: customers are served based on the different segments‟ special needs. 

Corporate clients: focus on cross-sales, intensify new client acquisition in selected areas. 

 

Product strategy: 

Retail: 

 Innovative saving products and add-on services to keep up our market leader status.  

 Growth in lending, based on a good understanding of credit risk. 

 Strong focus on transactional banking. 

SME: 

 More standard products fitting client needs with easy processes.  

 Re-design of credit process. 

 

Corporate: 

 K&H Corporate is a full service provider, emphasis is on the distribution channel to 
provide tailored solutions to clients. 

 

Strategy on distribution channels: 

Branch-centric multi-channel distribution approach: although the diversity of channels and the role of 

tied agent, 3rd party and remote channels are significant, the most important channel will remain our 

extensive branch network. 

Key differentiators of the Bank Group: 

 Being close to our clients: easy access both physically (see our large branch network) 
and virtually (see remote channels). 

 Speaking our clients‟ language (investment to „client-conform‟ communication). 

 Clients‟ individual needs and profiles are permanently in focus (offered services always fit 
their real needs) 

 K&H Group acts as „one-stop-shop‟ for our clients (universal financial institution) 
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2. Characteristics of the Group’s consolidated activities 
 
 
In 2011 the Bank Group‟s balance sheet total decreased by 11% (following the merger of 
Pannonlízing Zrt as of 30 November, the share of subsidiaries within the group‟s total assets 
significantly decreased to 3.9% from 5.6% in 2010). 

 

 

Billion HUF December 31, 

2010 

December 31, 

2011 

Variance 

Balance sheet total 3,228.9 2,870.7 -11.1% 

Loans and receivables 1,681.1 1,565.9 -6.9% 

Customer deposits 1,623.2 1,756.4 +8.2% 

Equity 221.2 194.7 -12.0% 

 

The activities, balance sheet and profit and loss statement of K&H Bank Zrt, as well as its risk 

management practices are presented in detail in the relevant 2011 business report. The most 

important elements of the consolidated balance sheet are as follows: 

 

 In the course of the year the amount of loans and receivables decreased by 7%: both the retail 
and corporate loan portfolio shrunk as compared to 2011.  In the case of retail loans the decrease 
is primarily related to the repayment scheme for FX mortgage loans (which was partly offset by the 
exchange rate effect of the continued weakening of the HUF against the CHF), while – similarly to 
the previous year – only moderate demand was experienced by the corporate sector as well. 

 Deposits from customers increased by 133 bln  (8.2%) during the year, as the growth exceeded 
the average rate of the bank sector in both business segments (retail, corporate) owing to the 
successful savings campaign.  

 Shareholders’ equity decreased by 26.5 bln by the end of 2011, primarily as a net balance of 
dividend payment and capital increase (during the year the bank has paid out 26.0 bln dividend 
from the 2010 profit and 67.3 bln dividend from retained earnings, whereas the owner executed a 
capital increased at an amount identical to the dividends paid out from retained earnings in 2011).  

 
The bank‟s group profit significantly decreased compared to previous year (2011: 0.6 bln, 2010: 27.2 
bln) primarily due to the FX mortgage repayment

1
. 

 The 3% decrease in net interest and interest-type income is partly of technical nature (structural 
change in EUR funding from KBC

2
), and partly driven by business related item (lower loan 

volume). 
 
 
 

                                                 
1 During 2011, the most significant impact on the Hungarian financial sector was the Act on repayments on foreign currency 
mortgage loans (Hungarian parliament passed the related amendment of the Act on credit institutions and financial enterprises 
on 19 September 2011). Those clients eligible according to the law were able to take advantage of repaying their FX mortgage 
debt at  preferential rates (in the case of Euro HUF 250, in the case of Swiss Frank HUF 180, in the case of Japanese yen HUF 
2). The clients had to meet the financial obligations associated with the repayment until the 60th day after the submission of 
their applications.  By 30 January 2012 the borrowers had to either provide for coverage on an account or present a promissory 
note of a financial institution for the repayment amount. Considering the timetable set by the law the ultimate deadline for 
repayment at these preferable conditions has expired at 28 February 2012. 
Accounting treatment of repayment: in the report, realised and expected losses are shown under the heading “impairment on 
loans and receivables”, while the bank tax reclaim related to FX mortgage repayment is shown as a bank tax decreasing item 
under “general administrative expenses”.   
2 In the new financing structure KBC ensures the majority of EUR financing via HUF/EUR swap instead of interbank sources 
from 2011.  The structural changes in the balance sheet (lower interbank financing was accompanied by a similar decrease in 
the securities portfolio on the asset side, while the volume of EUR/HUF swaps increased among off-balance sheet items) also 
modified the composition of the profit and loss account (lower interest income resulting from the net balance of the decreased 
securities portfolio and EUR interbank financing costs, which was partially compensated by the increased interest-type incomes 
from FX swaps among “net gains from financial instruments at fair value”). 
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 Similarly to net interest income, there was 3% decrease in net fee and commission income as well 
(201: 29.4 bln, 2010: 30.3 bln) primarily related to investment services (less capital protected 
funds were sold than in 2010 which was closed with an outstanding result). 

 The increase in net gains from financial instruments at fair value (2011: 18.8 bln, 2010: 11.6 bln) is 
driven by ALM result. 

 In 2010 other income included HUF 6.8 billion compensation income, to serve as coverage for 
losses from operational risks (the Bank accounted for HUF 0.5 billion compensation income in 
2011). 

 
In 2011, the Bank Group‟s operating costs came to HUF 68.1 bln, from which 0.5 bln represents the 
banktax

3
. Without the extra tax, the amount of operating costs is HUF 4.2 bln lower than in the 

previous year (2011: HUF 67.4 bln; 2010: HUF 71.6 bln).  Within this: 
- Staff expenses are by HUF 3.5 bln lower (10.7%), as a result of changes in headcount and 

bonus amounts 
- there is a HUF -0.7 bln change in depreciation  
- other costs remained at the level of the previous year‟s. 

 
Impairment amounted to 79.2 bln in 2011 (2010: 35.8 bln), the considerable increase is due to the 
48.9 bln loss on FX mortgage repayment. At the end of 2011 the share of non-performing loans within 
the total loan portfolio was 10.3% (2010: 8.6%). 
 
The business performance of the Bank Group is illustrated by the following figures: 
 

million HUF  2010   2011 variance 

Cost / income  54.8% 44.9% -9.9% 

Non-interest type income/ total income 33.1% 32.4% -0.7% 

Commission income / total income 19.2% 19.4% +0.2% 

     

Operating income / average headcount 42.7 43.3 +1.4% 

Operating costs* / average headcount 19.3 19.3 0.0% 

Operating profit* / average headcount 23.4 24.0 +2.6% 

     

Credit cost ratio  1.98% 1.70% -0.28% 

    

Loan / deposit 93.7% 82.0% -11.7% 

Capital**/total liabilities 7.5% 7.6% +0.1% 

Solvency ratio (Basel II)*** 8.38% 11.36% +3.0% 

     

ROE (based on average balance of equity) 12.8% 0.3% -12.5% 

ROA (based on average balance sheet total) 0.9% 0.0% -0.9% 
  * excluding bank tax 
  ** in addition to equity it also includes subordinated debt capital 
  *** according to the rules prescribed by the Hungarian supervisory authority 

 
 
As a consequence of the FX mortgage repayment‟s financial settlement there was a significant 
deterioration in the profitability indicators compared to previous year. Considering liquidity type ratios 
K&H Bank preserved its position as one of the banks with the most favourable liquidity situation in the 
Banking Sector.  
  
 
 
 
 

                                                 
3 In 2011 credit institutions can reclaim from the bank tax 30% of their losses incurred due to FX mortgage repayment; in 
connection with this measure in 2011 the Group reversed a bank tax expense of 15.3 bln. 
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3. Introduction of strategically important subsidiaries 

 
 
Leasing Group 
 
In the course of 2011, the Leasing Group was made up of 9 legal entities

4
. 

 

Name Main profile Comment 

K&H Autófinanszírozó Zrt. Financial leasing  

K&H Autópark Kft. Operative leasing, fleet management 
(lease) 

 

K&H Eszközfinanszírozó Zrt. Financial leasing  

K&H Eszközlízing Kft. Operative leasing (lease)  

K&H Ingatlanlízing Zrt. Financial leasing  

K&H Alkusz Kft. Brokerage of insurance products  

K&H Lízing Zrt. Not active  

K&H Lízingház Zrt. Not active  

K&H Pannonlízing Zrt Lending on 30 November it has 
merged with K&H Bank Zrt 

 
At the end of 2011, K&H Leasing Group’s portfolio stood at 116 billion HUF, which represents a 1% 
increase compared to the end of the previous year. Out of the 116 billion HUF portfolio, 24 billion HUF 
represents the exposure linked to the office building leased by K&H Bank Zrt. from K&H Ingatlanlízing 
Zrt since December, 2011. The discontinuation of retail car financing activities at the end of 2008 
resulted in a gradual drop in the retail car and dealer financing portfolio (by 17 billion in 2011, 21% 
decrease vs 2010). The Leasing Group‟s year 2011 leasing market production figures show that the 
Group obtained a 2.6% share on the market in overall terms, controlling 6.4% of the fleet financing 
market and 2.8% of the Truck, Machinery and Equipment (TME), with a total new production figure of 
9 billion HUF (net of K&H Ingatlanlízing Zrt.‟s placements within K&H Group).  
Since 2009, the company has been serving clients via its corporate and SME business lines. Since 
2010, they have also been offering a car leasing product to retail clients via the branch network. In 
2011, the Leasing Group launched a corporate real estate financing product on the market. In 2011, 
the sales strategy focused on the strengthening of sales via K&H Bank‟s sales network, and this 
continues into 2012 as well. 2011 saw the launching of the LEAN efficiency development culture. 
 
 
K&H Alapkezelő Zrt.  
  
The part of the savings portfolio held in mutual funds dropped compared to the end of the previous 
year. The size of the portfolio at the end of 2011 falls 4% short of the previous year‟s closing figure. 
Assets managed for institutional clients also dropped by 4%. 
The company‟s after-tax profits exceeded the target, owing to one-off items. The innovation strategy 
introduced in previous years continued, and, in addition to the launching of a number of closed-end 
funds and the conversion of a few into open-ended ones, the offering of classical open-ended funds 
was also extended.  

                                                 
4 K&H Lízing Zrt. and K&H Lízingház Zrt. play a passive role in Leasing Group‟s life; they don‟t conclude any new contracts and 
they do not have a live portfolio any more. Under the company integration process, K&H Lízingház Zrt.‟s voluntary liquidation 
started in 2010, and it‟s expected to be completed in 2012. On November 30, 2011 K&H Pannonlízing Zrt. (which has a 50% 
weighting in the portfolio of Leasing Group) merged into K&H Bank Zrt. For 2012 we plan the merger of K&H Autófinanszírozó 
Zrt. and K&H Eszközfinanszírozó Zrt. into K&H Bank Zrt. These organisational changes enable the realisation of the owner‟s 
leasing related strategic objectives, and the merge of these companies will also provide a long term solution for the capital 
position of the merged companies. The above analysis relates to the whole leasing business line including Pannonleasing Zrt. 
merged with K&H Bank Zrt. on 30 November as well. 

 



K&H Bank Zrt. 2011. december 31. 

 

 6 

 
During the year, 1 open-ended and 10 new capital and yield-protected funds were issued. The 
restructuring of maturing funds continued last year, as well as the re-launching of maturing capital and 
yield-protected periods, with a view to retaining savings. In 2011, capital and yield-protected periods 
expired in the case of 18 funds. We managed a total sum of 55 billion HUF at the start of the re-
launched protected period. 
In case of asset-managed institutional portfolios, co-operation with existing partners strengthened 
further. At the end of 2011, Alapkezelő [the Fund Management Company] managed assets worth 740 
billion HUF (as opposed to 796 billion HUF at the beginning of the year). Of this, the portfolio of 
investment funds stood at 618 billion HUF (as opposed to 642 billion HUF at the beginning of the 
year), which makes it the second largest player on the investment funds market, with a market share 
of 20.3%. The Company is still defending its market leader position in the capital protected funds 
segment, where its market share increased to 51.9% compared to the previous year (50,0%). 
 
 
K&H Csoportszolgáltató [Group Services] Kft 
 
In 2005, K&H Group decided to set up a group services centre under the management of K&H Bank, 
which is the 100% owner of K&H Csoportszolgáltató Kft. (KHCSK). The purpose of this unit was the 
centralisation and efficient organisation of service and supplementary service activities closely linked 
to the core activities of individual group members. Comprehensive service activities performed for the 
group include the management of the real estate portfolio, logistical and bank security tasks, operative 
business responsibilities (the booking of trade receivables and payables, fixed assets etc.; tax 
accounting and payroll management). The company is part of K&H Group‟s VAT group. 
 
The company takes out service level agreements and contracts with individual group members for 
each individual service. Since 2007, services offered by KHCSK have also been used by K&H 
Insurance‟s and K&H Leasing Group‟s member companies as well. At present, KHCSK acts as a 
group services centre for 12 companies, including the Bank. Since May 1, 2008, KHCSK has also 
been performing the financial and accounting responsibilities and operative services of the Hungarian 
branch of KBC Global Services N.V. (KBC GSC). On January 1, 2008 the Tendering Directorate was 
set up, which is responsible for advisory and support services related to EU tenders. In 2009, the 
scope of the company‟s activities was extended by financial and accounting services provided to RTI 
Invest Kft., a company constructing the buildings of KBC Group‟s Central-European regional server 
centre, and K&H Factoring, a company 100% owned by K&H. 
 
Additional business activities include the following: In mid-November, 2011, the company joined the 
SZÉP card issuing programme. The SZÉP card is a so-called cafeteria benefit in the Hungarian 
taxation system. It is an electronic voucher card which the employees of clients may use for 
purchasing certain services set out in a dedicated Government decree, such as accommodation, 
entertainment and recreational services.  

Date: Budapest, 18th April 2012 

 

      

  

 

 

  Hendrik Scheerlinck  Attila Gombás  

 Chief Executive Officer                 Chief Financial Officer        
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