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Introductory word by Chairman of the Board of Directors

In 2003, the agenda of continued development and
improved quality of state support of exports became
a focus of a widely based discussion. As a result, a key
document was prepared, adopted by the Czech
Government in December 2003 under the name
“Conception of Continued Development of State
Support to Exports through Credit Insurance and
Exports Financing with State Support for Period
2003 - 2006".

In the course of the Conception preparation, repre-
sentatives of all stakeholders, including the business
community, provided their opinions on the agenda,
which proved to be quite beneficial. Core ideas of
the adopted Conception were then further detailed
and approved by the Board of Directors of the Bank
at the end of 2003.

Already during the year, the Bank had been working
hard to get prepared for changes in its activities in
accordance with the key documents. It concentrated
its efforts on the preparation of restructuring its com-
mercial conduct, the improvement its client-oriented
approach, and the complementation of its product
portfolio and ensures it provides a comprehensive
service to the Czech exporters and producers.
The goal was to further improve the client friendliness
of services by Ceskd exportni banka (“the Czech
Export Bank” or “CEB"”). This work will get yet more
intensive during 2004. The Czech Export Bank
applied for its banking licence to be extended and
obtained the relevant authorisation from the Czech
National Bank in September 2003. The Czech Ministry
of Finance approved the “General Business Terms and
Conditions Applicable to Procurement of Documentary
Collection and Processing of Documentary Letters of
Credit” as drafted by the Bank.

Preparation of the change programme and new strategy
of the Bank, in accordance with the Government'’s
“Pro-export Policy Conception for Period 2003 - 2006”,
was carried out concurrently to the continuous
balanced development of the Bank's activities.
The Czech Export Bank further reinforced its position

Ing. Ladislav Zelinka, Ph.D.
Chairman of Board of Directors

in the Czech financial market in 2003. The balance
sheet assets amounted to CZK 26.1 billion as at
31 December 2003, which represented a year-on-year
increase by 3 %. Loans drawn amounted to approx.
CZK 13.1 billion in 2003 and the total balance of
loans closed at CZK 21,1 billion at the year end, thus
representing a year-on-year increase by approximately
11%. In market position terms, the total loan balance
of the Czech Export Bank was by 2.1% of the total
balance of loans and receivables in the Czech Republic,
while specifically for the medium and long term
credits made out in foreign currencies (which is the
premium segment of activity of the Czech Export
Bank) the Bank's share exceeded 20%.

In 2003, the Czech Export Bank continued to develop
its co-operation with other institutions that implement
the state support policy for exports and business on
a more general scale. Co-operation was reinforced
with the Export Guarantee and Insurance Corporation
(EGAP), and the Czech Trade and Czech Invest Agen-
cies. The Bank co-operated also with the professional
and
businessmen, in particular with the Czech Union of
Industry and Transport, Economic Chamber of the
Czech Republic, Association of Small and Medium
Enterprise and other organisations. It promoted its
offered product range with business entities, making
use of local exhibitions and trade fairs, mostly through
numerous specialised workshops and conferences.
The Czech Export Bank asserted its position and repute
in both the Czech and international banking commu-
nity, in the OECD Consensus bodies and in relations
with its partner institutions throughout the European
Union and elsewhere.

industrial associations of businesses and

| feel confident that the Czech Export Bank, from
the long term perspective, has been true to its function
for which it has been established by its shareholders.
Also, the Bank has built up a solid basis, enabling it to
meet the expectations of its major shareholder, i.e.
the state, as well as of the business community,
by providing improved dynamics and quality of its
services.



Mission of the Czech Export Bank

Czech Export Bank is part of the Czech state’s
pro-export policy system. It is a specialised banking
institution, owned by the state (69.7 %) and the
state-owned Exportni garan¢ni a pojistovaci spolec-
nost, a.s. (Export Guarantee and Insurance Corporation,
“EGAP”). CEB has been designated to operate
state-supported financing, in accordance with the Act
no. 58/1995 Coll., On Insurance and Financing of
State-supported Exports and on Amending the Act
no. 166/1993 Coll., On the Supreme Audit Office, as
amended by Act no. 60/1998 Coll., Act no. 188/1999
Coll., and Act no. 282/2002 Coll., (“Act no. 58/1995
Coll.”). The Act defines state-supported financing as
short and long-term financing and extension of export
credits, credits for financing the export production,
investment credits and project finance credits, as well
as provision of export related financial services.

The CEB’s mission is to support Czech exports;
the key goal of its activities therefore is maximizing
the amount of the state-supported exports, rather than
generating maximum profits. In spite of the distinction
from the commercial banking sector and the fact that
provision of state-supported financing is stipulated by
special legislation (Act no. 58/1995 Coll.), CEB is
nonetheless a standard element of the Czech banking
system and its activities are fully governed by the
applicable banking legislation, most importantly by
the Act no. 21/1992 Coll., On Banks, as amended,
and the follow-up regulations of the Czech National
Bank, as well as by the Act no. 59/2000 Coll., On
Public Support, as amended by Act no. 130/2002
Coll. CEB is further required to abide by international
commitments of the Czech Republic and has therefore
been providing state-supported financing compliant
to the principles of the World Trade Organisation
(WTO) and rules set down by the “Arrangement on
Guidelines for Officially Supported Export Credits”
(so-called OECD Consensus), including directives on
fighting corruption and on assessing export projects
assisted by state-supported financing as to their
environmental impact on the importer country.

Strict compliance with all international agreements,
in particular with the OECD rules adopted also by the
European Union as its standard, has been enhancing the
CEB’s credibility from the international perspective,
while it has also been a particular example of harmo-
nising the Czech legislation and banking practice to
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the EU standards and has been creating favourable
prerequisites for future integration of CEB into the EU
banking system.

The role of CEB, as a specialised banking institution
established to support exports and serve as the
Government’s tool in promoting business policy plans
is envisaged to be maintained over a comparatively
long period. It is a standard element of a pro-export
policy, employed in practically all advanced economies
as well as in other economies with a pro-export focus.
For supporting exports, CEB has been making use
of the terms and conditions stipulated for the segment
by international agreements and it has been providing
a convenient complement of the commercial banks’
activities in the Czech Republic in the areas left outside
the latters’ scope of attention due to business reasons.
CEB's activities are consequently structured in the
manner enabling it to support and finance all export
projects pending that satisfy the criteria of state
support of exports and financial efficiency, while
providing for the maximum secured rate of return on
the employed funds.

Events important for CEB's activities in 2003:

- Czech Government Resolution no. 188
of 24 February 2003 on the “Pro-export Policy
Conception for Period 2003 - 2006"” that represents
a basis for the CEB operations in the next periods,

- Czech Government Resolution no. 1263
of 17 December 2003 on the “Conception of
Continued Development of State Support to Exports
through Credit Insurance and Exports Financing with
State Support for Period 2003 - 2006"” that has
provided specification of the state support to exports,

- Detailed reflection of the above conception in the
internal regulations of CEB,

- Obtaining of a new banking licence in accordance
with the Act no. 21/1992 Coll., On Banks,

- Obtaining of an extended banking licence, issued by
CNB, covering provision of additional export related
services,

- Resolution by the General Meeting on an increase
in the share capital by CZK 100 million,

- Resource transactions (a bilateral amortised loan
and issue of bonds at the total amount of USD 215
million to raise finance for funding the developing
activities of CEB).

02/03



Macroeconomic environment development *

The gross domestic product noted real growth by 2.9%
in 2003. As a result, the national economy’s dynamics
improved compared to the previous year and got closer
to the rates recorded by GDP over 2000 and 2001.
The overall industrial production measured at fixed
prices increased by 5.8% in 2003 and the same rate
was achieved by the manufacturing industry. Economic
growth has been asserting itself based on the ongoing
restructuring and modernisation of production driven
by direct foreign investment. A quite hesitant recovery
of growth within the EU, revealed as low dynamics of
external demand, has not shown significant impacts
on the country’s total industrial production, which is
a proof of improved competitiveness.

Growth on the demand side was encouraged namely
by the high dynamics of the household consumption.
Investment outlays also noted visible revival. The shift
of the economy dynamics towards investments,
which took place at the end of 2003, is appreciated
as it provides conditions for accelerating potential
growth. The economy performance (GDP) increase,
given a decline in the overall employment rate, was
ensured exclusively by improved work productivity,
which noted an increase 3.6% in 2003. The pressure
on productivity of work resulted in the workforce
dismissals, specifically in the industrial and agricultural
sectors. The total employment rate dropped by 0.7%
on the year-on-year scale. The average unemployment
rate increased by 0.7 p.p. in 2003 and amounted
t0 10.3% at the year’s end. The average gross nominal
wage grew by 6.8% in 2003, recording a slower rate
compared to 2002. The mean inflation rate on the
consumer price basis recorded only 0.1% in 2003, i.e.
less by 1.7 percentage point as compared to 2002.

The trade balance deficit remained at approximately
the same level in 2003 as in the previous year and
amounted to CZK 69.4 billion. The CZK exchange rate
development (appreciating to USD and depreciating

to EUR) reduced the foreign trade balance by appro-
ximately CZK 13 billion (the exports volume increased
by approx. CZK 9 billion and volume of imports dropped
by approx CZK 4 billion). Despite low economic
growth in the partner countries, the goods exported
rate outstripped the imports dynamics (by 5.8% in
current prices denominated in EUR, compared to 5.1%
according to the trade balance statistics). The CZK
nominal rate to EUR depreciated by 3.2% on average
in 2003, while it appreciated by 16.0% to USD.

According to the preliminary figures of the customs
statistics, the exports amounted to CZK 1,371.8 billion
and imports to CZK 1,441.2 billion. The trade balance
deficit, following the year-long improvements during
2002, maintained around the previous year’s values in
2003 and amounted to CZK 69.4 billion, i.e. a drop
by CZK 1.9 billion. This was in particular due to the
fact that the period of the year-on-year appreciation
of koruna to euro came to an end.

From the territorial perspective the foreign trade
development was described by an increasing surplus
on the trade balance with the European Union
members and continually growing deficit with the
other groupings, except for the CEFTA area. Trade
with the EU members has been making up slightly less
than 65% out of the total volume in the long-term
run. The trade deficit with the non-European advanced
market economies (in particular Japan and the US)
continued to grow, as well as with non-European
transition economies or state-based economies (“other
TE countries”, i.e. China for larger part) and with
developing countries. The trade deficit with Russia grew
due to increases in fuel prices. From the commodity
structure perspective, the key contribution to the
improved trade balance was made by the Machinery
and transport equipment (SITC 7 group), which noted
asurplus of CZK 71.3 billion, i.e. a year-on year increase
by CZK 10.1 billion

* compilrd based on supporting documentation of the Czech Ministry of Finance
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Selected financial indicators

In 2003, CEB continued to reinforce the role of state support to exports within the Czech economy as well as its position on
the Czech financial market. The table bellow provides an overview of the key indicators (according to IFRS):

Balance sheet

Balance sheet assets (in CZK millions) 15,924 23,378 23,385 25,305 26,069 146.8 100.0 108.2 103.0
Equity (in CZK millions) 1,715 1,912 1,763 2,209 2,272 111.5 92.2 125.3 102.9
Total loans at nominal value

(in CZK millions) 12,642 18,722 18,106 18,970 21,071 148.1 96.7 104.8 111.1
Debt securities (in CZK millions) 8,970 14,927 15,431 16,405 18,673 166.4 103.4 106.3 113.8
Financial results

Total income (in CZK millions) 322.8 484.6 425.9 469.8 255.9 150.1 87.9 110.3 54.5
General operating expense

(in CZK millions) 131.7 148.5 152.6 169.8 184.5 112.8 102.8 111.3 108.7
Profit after tax (in CZK millions) 38.3 47.3 83.5 211.9 63.1 123.5 176.5 253.8 29.8
Ratios

Return on average equity (%) 2.26 2.61 4.54 10.67 2.82 115.5 173.9 235.0 26.4
Capital adequacy (%)1) 65.33 77.96 78.83 85.24 69.53 119.3 101.1 108.1 81.6
Other data

Employee numbers 113 120 123 123 124 106.2 102.5 100.0 100.8
Share of classified loans (%) 0.7 0.7 0.8 0.6 6.4 100.0 114.3 75.0 1118.6
Exchange rate CZK/USD 35.98 37.81 36.26 30.14 25.65 105.1 95.9 83.1 85.1

1) according to CNB methodology

Its assets amounted to CZK 26.1 billion as at 31 December 2003, recording a year-on-year increase by 3%. Newly extended
credits amounted to approximately CZK 13.1 billion in 2003 and the overall balance of loans totalled to CZK 21.1 at the year-end,
representing a year-on-year increase of more than 11%. In terms of the market position, CEB’s total loans and receivables share
in the total loans and receivables in the Czech Republic represented more than 2%, while its share in the medium and
long-term credits provided in foreign currencies (a predominant area of operation for CEB) amounted 20.3%.




Balance sheet assets development in 1999 - 2003
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Receivables from provided loans of CZK 22.6 billion
participate with 86.6% on total CEB assets. Out of the
overall amount of loans of CZK 21.1 billion, 69% were
granted to the banking entities in the Czech Republic
and internationally, while the remaining portion was
represented by loans provided to non-banking clients.
A decisive proportion was represented by the loans
extended by CEB in accordance with international
agreements on financing state-supported exports,
most specifically in accordance with the OECD
Consensus. While developing its activities into more
risky territories, CEB has continuously maintained high
quality of its loan portfolio. An increase in the classified
loans proportion (under the watch debts category,
without a need to make additions to provisions) has
been a result of CEB's prudent policy being applied to
two major clients.

CEB has covered its finance resource needs by issues
of bonds at the total value of USD 500 million and
CZK 5.5 billion, a syndicated revolving loan at USD
200 million and bilateral borrowings. The key new
leverage transactions in 2003 included a bond issue
on international markets at USD 150 million and
a bilateral amortised loan at USD 65 million.

CEB closed with the after-tax profits of CZK 63.1 mil-
lion in 2003, which was generated specifically by the
income from financing activities, written-back general
banking risk provisions and economies of operating
expense. The average return rate on the risk-weighted

2001 2002

2003

employed capital amounted to 2.8%, which should be
deemed appropriate given the CEB's profile. Capital
adequacy amounted to 69.5% as per the CNB metho-
dology and is deemed sufficient.

Newly signed contracts totalled CZK 9.8 billion in 2003.
58% included products directly supporting exports
(such as financing of export credits, credits for invest-
ments by Czech legal persons abroad and provision
of non-payment guarantees), while the residual part
included financing of export production.

CEB, as a banking institution, observes all CNB pru-
dential banking business requirements. CEB maintains
contacts with leading rating agencies and has been
granted the same rating by them as the Czech Republic,
specifically “A-" by Standard and Poor’s and “A1" by
the Moody's Investors Services. When looking at the
CEB’s key strengths, the rating institutions have
appreciated the state ownership; state guarantee for
liabilities attached to repayment of acquired financial
resources and for liabilities for other transactions on
financial markets; transparent rules of providing state
support to exports; insurance of export credit risk with
the minimum residual risk, which provides for high
quality of assets and long-term stable financial position
of CEB. The above feature is an important addition to
the CEB's position as an integral part of the government
pro-export policy and provides a credible partner for
both exporters from the Czech Republic as well as
investors and other creditors of CEB.



Evaluation of state support to exports

The core path of the CEB business strategy has been
defined by the country’s pro-export policy conception,
in which the CEB operation has been highlighted
as one of the foremost segments of the state’s pro-
export policy. In the medium term, the key directions
of CEB activities are based on the “Pro-export Policy
Conception for Period 2003 - 2006" adopted by the
Czech Government by its Resolution no. 188 of 24
February 2003. The key focus of the state’s pro-export
policy was further detailed in the “Conception of
Continued Development of State Support to Exports
through Credit Insurance and Exports Financing with
State Support for Period 2003 - 2006, as adopted by
the Czech Government by its Resolution no. 1263
of 17 December 2003.

While CEB’s activities have not been specialised in
terms of territory or commodity, the Bank has been
pursuing its priority goals resulting from the Czech
Government’s pro-export policy and building clearly
on the traditional export commodities. Furthermore,
CEB has been endeavouring to make support of
exports accessible not just to the large-scale exporters
but also to the small and medium enterprises that
have so far entered only initial stages of their business
and export activities. By providing state-supported
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finance, CEB enables Czech exporters to join the com-
petition on the global market and under conditions
comparable to those enjoyed by the key competitors
in other advanced economies. By this, the Bank has
been complementing the range of services offered by
the commercial banking sector with financing of export
transactions in the areas otherwise out of focus of
that sector due to commercial reasons. A highly
important feature in CEB's role is that the Bank's
liabilities for repayment of acquired financial resources
and for other transactions on financial markets are
guaranteed by the state in accordance with the Act
no. 58/1995 Coll., resultant to which the Bank is able
to raise finance on the financial markets under the
conditions otherwise applicable to the sovereign risk
bearers.

CEB's activities in its key business field, i.e. that of
financing state-supported medium and long-term
export credits, has been critically dependant on the
development of production and export performance
of producers, in particular producers of complete
industrial plants. This is complemented with an option
to finance, through short-term credits, exports and
export production in relation to large, medium and
small enterprises.

Signed contracts Actual Actual Y-0-Y index %
(in CZK millions) 2002 2003 %
1 2 3 3/2
Total supported export financing 15,626 9,813 62.8
out of which: Export credit financing 7,442 5,440 73.1
Investment credit financing 212 84 39.6
Export production financing 4,967 4,100 82.5
Guarantees 3,004 189 6.3

Newly signed business contracts of a total amount
CZK 9.8 billion included almost 60% of those relating
to direct support of foreign trade transactions (such
as export credits, guarantees and investment financing),
while the rest consisted of credit transactions preceding
the actual export transaction (i.e. export production

financing). The key references would include e.g.
finalisation and completion of the Shen Tou business
deal; financing of export of TV screens and their
components to Turkey; export of tractors to the US;
investment into water power plants in Bulgaria; and
export of coal to Slovakia.
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The drop in the volume of newly signed contracts in
2003 reflects the performance of production and
export of industrial plant manufacturers, where the
decline commenced back in 1998 has proved to be
a permanent one and has been also affecting demand
for medium and long-term financing of exports using

the CEB products. This trend continued also throughout
2003. Resultantly, other export commodities have
been rising in importance in terms of export financing
employing the CEB products, typically involving
recurrent exports and described as a rule by revolving
financing.

The below chart provides an overview of structures of separate types of supported financing and its development.

Utilisation of export financing products
(by amount of signed contracts, in CZK milions)

8000 7442

7 000

6 000

4 967

5000

4100

4 000

3004

3 000

2 000

1000

212 gy

189

2002 2003 2002 2003

2002 2003 2002 2003

Investment
financing abroad

Export credits

CZECH EXPORT BANK

Export production Guarantees

financing Guarantees




The below chart provides an overview of amounts of the newly signed contracts by territory:

Territorial structure of contracts signed over period 01 - 12/ 2003

Total CZK 9 813

Balance and structure of loan portfolio

Newly provided loans totalled to CZK 13.1 billion
during 2003. The balance of loans, when set out in CZK,
amounted to CZK 21.1 billion as at 31 December
2003 and noted a year-on-year increase by CZK 2.1
billion compared to the same period of 2002, which
represents an increase by more than 11%. The most

51,4% developed non-EU countries

28,3% transition economies

13,8%

3,3%
1,9%
1,3%

state-based economies

CIS countries*
developing countries
EU countries

* CIS (Commonwealth of Independent States)

From a territorial perspective, financing involved
projects in Turkey, Slovakia, China, the USA, CIS
countries et al., while the proportion of signed
contracts for support of exports into countries
outside the EU and transition economies amounted
to almost 80% of the total volume.

important business deals included a credit for finan-
cing the Afsin Elbistan power station; for financing
the Sosnogorsk natural gas processing plant; for finan-
cing complementary construction of the Mochovce
nuclear power plant; and financing of construction
of 2x500 MW blocks of the Shen-Tou power plant.




From the time structure perspective, and in accordance with the methodology in force, loans with maturity over
5 years continued to prevail in the portfolio of extended credits in 2003, and their share exceeded 90%.
Proportion of loans maturing in 1 year noted a small increase, while the proportion of medium term loans
(maturing in 1 to 5 years) decreased.

Balance of loans by maturity as at 31 December 2003
(Total CZK 21 071 million)

91,0% over 5 years

6,7% from 1 year to 5 years
2,3% upto 1 year

With regards to the currency structure of the balance of loans, a dominant position continued to be maintained
by USD loans in 2003. The share of this currency, however, dropped by almost 7% on a year-on-year scale,
surrendering to the EUR. The EUR share in the total balance of extended loans continued to grow and recorded
more than 18% as at 31 December 2003. CZK denominated loans share are marginal in the total balance of loans.

Balance of loans by maturity as at 31 December 2003
(Total CZK 21 071 million)

81,3% USD
18,2% EUR
0,5% CzK

From the perspective of credit recipients, banking institutions are the prevailing type of entity, both the banks ope-
rating on the Czech Republic territory and foreign banks of importers. Compared to 2002, the proportion of
credits provided to banking entities in the total balance of loans dropped but marginally.
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Balance of loans by debtor type as at 31 December 2003
(Total CZK 21 071 million)

37,6% To banks of customers

28,1% Refinancing

25,0% Customer direct

6,4% Supplier direct
2,9% Direct (for production on export)

From the territorial structure perspective, a major part of loans provided by CEB goes to the developing and
transition economies and to the former CIS countries. The structure is represented by the chart below.

Balance of loans by target country as at 31 December 2003
(Total CZK 21 071 million)

27,0% advanced non-EU countries

25,5%  CIS countries

19,5% transition economies

16,2% developing counries

11,5% state-based ecinomies
0,3% EU countries

EU countries - FRG, Austria, Italy, State-based economies - China, Advanced non-EU countries - Turkey, USA
Transition economies - Serbia and Montenegro, Slovakia, Bulgaria , CIS countries - Russian Federation, Uzbe-
kistan, Belarus, Ukraine, Developing countries - Philippines, Iran, Tunisia
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Raising finance and trading in financial markets

Finance raising activities were performed so as to ensure
sufficient resources for CEB, these were conveniently
structured in terms of currency and maturity, enabling
the Bank to satisfy demand for the provision of state-
supported financing and perform continuously its
other liabilities. In order to cover the existent needs,
CEB was using both the funds obtained during
previous periods and finance newly raised in 2003.

CEB executed two basic transactions on the capital

and money markets in 2003:

- In June 2003, a contract was signed with the DEPFA
BANK plc, Dublin, Ireland, on a bilateral amortised
loan, under which CEB has borrowed an amount of
USD 65 millions with the final maturity of 6 years
and fixed interest rate, and

- In November 2003, an issue of bonds was introduced
on international markets amounting to USD 150 mi-
llion. The issue has maturity of 5 years and a fixed
coupon. To role of lead managers has been under-

International co-operation

Similarly to previous years, CEB carried on its
co-operation with the OECD working groups for
export credits in 2003. From the international rules
perspective, the key changes include those implemented
by the Participant group of the OECD Consensus in
response to certain WTO panels on the relationship
between the Consensus and WTO Agreement on
Subsidies and Countervailing Measures. Most impor-
tantly, transparency was increased of the key provisions
of the above document and it was made accessible to
all other WTO member countries. At the same time, the
countries were authorised to access certain information
on a reciprocal basis, provided by the Consensus
members, concerning the terms and conditions of
formal support of exports. This has provided an
opportunity for other countries at provision of formal
support of exports to offer terms and conditions that
are identical to those applied e.g. in the OECD countries.

Activities of the OECD Export Credits and Credit Gua-
rantees Group (ECG) focused in particular on a review
of principles of assessing environmental impacts the

taken by ABN AMRO Bank and Goldman Sachs.
Resources generated by the issue have been used to
finance newly prepared business deals.

Bank and client accounts represent a source comple-
menting the basic leverage obtained through loans
or issued bonds, while these are either current
accounts serving to perform payments relating to the
state-supported financing transactions or time and
purpose deposits accepted by CEB namely to secure
recoverability of extended finance.

In addition to raising finance, CEB was carrying out
further standard transactions on the financial markets
for the purposes of liquidity management and market
risk minimisation. Any activities of CEB on the financial
markets were performed in the manner ensuring
compliance with the core requirement of the minimum
risk exposure. This primary requirement prevailed over
the profit criterion.

state-supported export projects have within their
target destination country. The activities were referring
to an international commitment adopted on the
OECD platform in November 2001 and joined also by
the Czech Republic. Adopted changes brought e.qg.
improved openness in the publication of information
and improved flexibility of the use of comparative
standards. Overall, this should contribute to reducing
state support for such export projects that may
potentially adversely impact the environment. CEB has
been already applying the standards to its activities.

In the second half of 2003, CEB also became involved
in the work of the EU Council Working Group for
export credits. Regular meetings of the group serve to
co-ordinate views and opinions of the EU members,
or, of the European Commission on all issues that are
subsequently discussed in the OECD working groups
in Paris.

In the bilateral co-operation area, CEB focused, in
particular in the second half of 2003, on the more



active development of relationships with both local
and foreign banks. One of the key goals in that
respect is intensified use of the framework credit
contract instrument and, resultantly, development of
an increased potential to finance Czech exports into
interest territories. There was a clear trend of growing
interest in business co-operation with partners in the

Financial results

Balance sheet information

Balance sheet assets of CEB amounted to CZK 26.1
billion in 2003, recording an increase by approx. CZK
0.8 billion or 3%, compared to the previous year. The
structure of assets and liabilities has been comparatively
stable, without any marked year-on-year fluctuations.

In the equity and liabilities section, the equity represents
8.7%, while liabilities, including provisions and
liabilities, amount to 91.3%. The equity amounted to
almost CZK 2.3 billion and appreciated by 2.9% as
compared to 2002. The share capital
remained unchanged during 2003 and totalled CZK
1.65 billion. Issues of foreign currency and CZK bonds
are the basic and long-term stable source of finance
for all CEB's activities related to support of exports.
The bonds amounted to CZK 18.7 billion and cover
almost 72% of the total assets. This resource basis
has been complemented with borrowings from banks
totalling to CZK 3.7 billion and resources received
from non-banking clients totalling to CZK 0.9 billion.

balance

Compared to the previous year, the amount of issued
bonds increased as a result of the new issue that served
to cover the developing business activities of CEB and
to replace the resources obtained from banks at the
same time. Reduced liabilities to clients are mostly due
to an outflow of cash from current accounts.

On the asset side, the balance of receivables from
loans (including accrued interest receivable and service
payments) extended both to banking entities and
clients amounted to CZK 22.6 billion and represented
86.7% out of the total assets. These receivables grew
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Russian Federation and other CIS countries, while
new correspondent relationships were established
with 15 foreign banks. Furthermore, CEB paid
attention also to discussing new opportunities of
co-operation with international financial institutions,
such as EBRD, with which it has had a co-operation
agreement since 1996.

in their volume by almost CZK 2.6 billion on a year-
on-year scale, i.e. by 13%, also receivables from loans
to customers grew up at faster rate. The share capital
resources, as well as temporarily unemployed free
resources of state support to exports (amounting to
CZK 2.2 billion) are mostly invested on the interbank
market.
corresponds to higher use of these resources for
credit purposes

Decreased volume of such transactions

Generation of profit

CEB generated a profit of CZK 63.1 million in 2003,
although profit generation is not the Bank’s priority.
The year-on-year drop in profits was due to a drop in
the interest earned on namely interbank deals as a
result of declined interest rates, and due to a drop in
collected charges, as compared to 2002 during which
certain major business deals were closed. In view of
the above, the amount of profits generated in 2002
may be deemed extraordinary as a result of general
banking provision release.

The profit amount was influenced specifically by
the gains from financial transactions that amounted
to CZK 170 million and significantly compensated for
the loss on interest income. Operating expense
amounted to CZK 184 million, thus recording
a year-on-year increase by 8.7%. That was for major
part represented by the staff costs and outsourced
services costs. CEB carried on its prudent policy in
2003 and expensed only CZK 4 million for additions
to provisions for coverage of specific risks similarly to
last year.
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The chart below provides an overview of the equity and liabilities structure.
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Development expected in 2004

Following its approved development conception, CEB
will proceed with its best efforts to continue fulfilling
its key mission in 2004 - i.e. to support Czech exporters
in successfully withstanding competition on the global
market. CEB has planned to achieve that both by
expanding its offered range of products and services,
as well as by flexibly combining separate types of
export support and accelerating and simplifying the
credit authorisation process. The change process was
finalised at the end of 2003 and the change
implementation has been taking place in 2004 (a new
business model, acceleration and simplification of
authorisation and other processes). The above changes
shall result in a bank with a strong client focus,
offering its clients solutions to their financial needs
instead of imposing off-the-shelf products and plans
on them. The Bank’s management feel confident that
this direction of state-supported export financing proves
reasonable under expected sharper competition upon
the Czech accession of the European Union.

CEB is prepared to respond flexibly to requests by
Czech producers and exporters for assistance in the
implementation of challenging plans for structured
financing and co-financing of large projects with
participation of foreign partners, including international
financial institutions. In view of that, CEB expects
the levels of state support to exports to increase by
approx. 4 - 5%, due to contracts envisaged to be
signed with local exporters. CEB will also continue its

business and marketing offensive commenced back in
2002 and focused on acquisition of new clients, in
particular among the small and medium enterprise
sector.

In 2004, CEB has planned for continued increases in
the balance of loans and the balance sheet assets,
together with raising new finance. Given the forecasted
use of loans, the total loan balance is expected to
increase by at least 15% as at 31 December 2004, as
compared to the actual at the same date of 2003.
While local and foreign banking entities will remain to
be the key recipients of credits extended by CEB,
theirshare will be dropping slightly, giving way to the
client loans.

Long-term loans maturing beyond 5 years will keep
their position of the most frequently used product.
The currency structure of provided loans will partly
change during 2004. The share of loans denominated
in CZK is expected to increase somewhat at the
expense of the loans denominated in USD. However,
USD will continue to be the key contractual currency
with its forecasted share slightly below 80%.

In terms of its business operation, CEB expects to
keep its financial stability through sufficient coverage
of credit risk, with the key input by EGAP insurance of
the credit risk on export, and to maintain reasonable
profitability.

CZECH EXPORT BANK
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Czech Export Bank Management Structure




Organisational Chart of Czech Export Bank
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Financial stateme for the year ended 31 December 2003

according to international financial reporting standards and auditors’ report




Financial statements for the year ended 31 December 2003 (in CZK’'000)

Interest income 1,129,991 723,039
Interest expense (1,163,845) (672,852)
Net fees and commissions 5 50,162 110,360
Trading results 6 170,464 7,956
Other income/(expense), net 7 6,083 314

7 63,003 301,012

State subsidy

Operating expenses 8 (184,530) (169,776)

Provision for loan losses 9 (3,606) (3,728)

Taxation 10 (4,632) (84,460)
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Financial statements for the year ended 31 December 2003 (in CZK’'000)

Cash in hand and balances with the central bank 11 24,238 32,630
Current accounts with other banks 34 18,460 25,573
Money market placements with banks 12 2,216,629 3,259,670
Available for sale securities 13 483,530 788,092
Derivative financial instruments 27 685,904 1,079,369
Originated loans to banks, net 14 15,026,110 13,985,791
Originated loans to customers, net 15 7,543,606 6,023,532
Property, plant and equipment, net 16 9,440 11,964
Intangible assets, net 17 39,007 49,178
Prepayments and accrued income 18 5,198 4,957
Other assets 19 17,183 44,139

Term deposits from banks 20 3,739,548 4,520,045
Derivative financial instruments 27 208,902 344,597
Amounts owed to customers 21 915,308 1,419,083
Debt securities 22 18,673,258 16,405,354
Tax liabilities 10 8,767 88,287
Provisions, accruals and deferred income 23 228,088 290,306
Other liabilities 24 23,249 28,128

Share capital 25 1,650,000 1,650,000
Legal reserve fund 330,000 303,774
General risk reserve 276,149 227,284
Retained earnings (deficit) 16,036 28,037

Transfer to legal reserve fund - - (45,074) - 45,074 - -

Net profit for the year - - 211,865 - - - 211,865

General risk reserve - release - - 75,762 - - (75,762) -
Movements in hedging reserve - - - (40,255) - - (40,255)

Balance at 31 December 2002 300 1,650,000 28037 - 303774 227,084 2209095
Transfer to legal reserve fund - - (26,226) - 26,226 - -

Net profit for the year - - 63,090 - - - 63,090

General risk reserve - transfer

to export risk reserve - - (124,627) - - 124,627 -

General risk reserve - release - - 75,762 - - (75,762) -



Receipt from state subsidy 37,967 284,862
Interest receipts 1,201,127 745,332
Interest payments (146,608) (40,209)
Fees and commission receipts 51,522 115,012
Payments relating to pension and insurance funds (25,138) (21,552)
Cash payments to employees and suppliers (130,186) (364,752)
Income tax paid, including withholding tax (117,933) (30,581)
Net foreign exchange income 47,530 2,574
Other income 6,083 314

(Increase) decrease in operating assets:

Loans to banks (1,032,356) 1,398,998
Loans to customers (1,535,031) (2,834,070)
Securities 298,395 86,482
Money market placements 623,880 36,248
Other assets 380,854 (174,819)
Increase (decrease) in operating liabilities:
Deposits from banks (798,823) 278,014
Amounts owed to customers (503,735) 29,227
Other, net (40,316) 392,369

Net investment in fixed assets (8,790) (8,633)

CASH FLOWS FROM FINANCING ACTIVITIES

Increase in bonds in issue 2,267,904 973,994
Interest paid on bonds in issue (998,950) (958,683)
NET DECREASE IN CASH AND CASH EQUIVALENTS (422,604) (89,873)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERID 453,922 543,795
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Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

1/ Legal status and principal activities

Ceska exportni banka, a.s. (“the Bank”) was incorporated in the
Czech Republic on 1 March 1995.

The Bank is registered as a joint stock company and is authorised
to perform general banking services, which comprise accepting
and placing of deposits and accepting current and term accounts
in Czech and foreign currency, granting of Czech and foreign
currency credits and guarantees, clearing and payment operations,
executing foreign exchange transactions in the interbank money
market, dealing with securities on its own account. The objective
of the Bank is to provide officially supported financing of Czech
exports, either through the provision of credit facilities to Czech
exporters, foreign importers or their intermediaries in accordance
with international rules. In accordance with the Act mentioned
below, all export loans granted by the Bank are insured by the
Export Guarantee and Insurance Corporation (the “EGAP"),
which is a Czech entity fully owned by the Czech state.

Under Act No. 58 Coll. of 14 March 1995, on insuring and
financing of exports with state support and on amendment of
Act No. 166/1933 of the Supreme Control Office, as amended by
latter Acts, as amended by Act No. 60 of 5 March 1998 and by
Act No 188 of 28 July 1999 and by Act No 282/2002 of 28 June
2002 ("Act No. 58"), the Bank’s liabilities are guaranteed by
the Czech Government.

The Bank is subject to the regulatory requirements of the Czech
National Bank. These regulations include returns, limits and other
restrictions pertaining to minimum capital adequacy requirements,
classification of loans and off balance sheet commitments and
provisioning to cover credit risk, liquidity, interest rate and foreign
currency position.

The registered address of the Bank is
Praha 1, Vodickova 34, Zip Code 111 21.
2/ Principal accounting policies

The principal accounting policies adopted in the preparation
of these consolidated financial statements are set out below:

a) Basis of presentation

These financial statements are prepared in accordance with
International Financial Reporting Standards (hereinafter referred
to as “IFRS") including International Accounting Standards (“IAS")
and Interpretations issued by the International Accounting Stan-

dards Board (“IASB"”). The financial statements are prepared under
the historical cost convention as modified by the revaluation of
available-for-sale investment securities and all derivative contracts.

All amounts are shown in thousands of Czech Crowns unless
otherwise stated.

The preparation of financial statements in conformity with IFRS
requires the use of estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the reporting period. Although these estimates are based
on management’s best knowledge of current events and actions,
actual results may ultimately differ from those estimates.

b) Net interest income

Net interest income comprises interest income on loans, debt
securities, current accounts and deposits, less interest expense
on accounts, deposits taken and debt securities recognised on an
accrual basis and the effects of fair value hedge accounting.

Interest income and expense are accrued using the effective
interest method. Interest on short-term interest bearing receivables
and liabilities are accrued on a straight-line basis. The effective
interest method is used for all interest receivables and liabilities
with original maturity longer than 1 year.

Interest income is suspended when loans become doubtful
of collection. Such income is excluded from interest income until
received.

¢) Fees and commissions

Fees and commissions comprise fees for banking transactions
and advisory services, recognised on an accrual basis. Loan origi-
nation fees for loans that are probable of being drawn down are
deferred together with related direct costs and recognized as an
adjustment to the straight-line yield on the loan.

d) Taxation

The taxation charge is calculated in accordance with Czech
regulations and is based on the profits reported in the income
statement prepared under Czech accounting regulations after
adjustments for tax purposes.

Certain items of income and expense are recognized in different
periods for tax and financial reporting purposes. Deferred taxes



are provided using the liability method whereby deferred tax
assets are recognized for deductible temporary differences
and deferred tax liabilities are recognized for taxable temporary
differences. Temporary differences are the differences between
the reported amounts of assets and liabilities and their tax bases.
The tax effects of these temporary differences are reflected as
deferred tax items. Deferred tax assets are recognised to the
extent that it is probable that future taxable profit will be
available against which the tax assets can be utilised.

The principal temporary differences arise from depreciation of
property, plant and equipment and intangible assets, loan
origination fees deferred together with related direct costs
and non-deductible tax provisions.

e) Securities

The Bank classifies securities solely as available-for-sale financial
assets or originated loans and receivables (see 2 (g)).

All purchases and sales of securities that require delivery
within the time frame established by regulation or market
convention (“regular way"” purchases and sales) are recognised
at settlement date. Otherwise such transactions are treated as
derivatives until settlement occurs.

Available-for-sale securities are those financial assets that
are not classified as financial assets held for trading,
held-to-maturity originated
receivables. This portfolio comprises treasury bills and fixed
income securities. Initial recognition includes transaction
costs. Available-for-sale financial assets are subsequently
re-measured at fair value based on quoted prices. Unrealised
gains and losses arising from changes in the fair value of
securities classified as available-for-sale are recognised as they
arise in the income statement in ‘Trading results’. Interest earned
whilst holding available-for-sale securities is accrued on a
monthly basis and reported as ‘Interest income’ in the income
statement.

investments or loans and

Securities received as collateral under agreements to resell
(‘reverse repos’) are accounted for off-balance sheet. The dif-
ference between sale and repurchase price is treated as interest
and accrued over the life of repo agreements (Note 2 (b)).

g) Originated loans to banks and customers and provisions
for loan impairment

Loans originated by the Bank by providing money directly to
the borrower at draw down and debt securities that are
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purchased at original issuance are categorized as loans
originated by the Bank and are carried at amortised cost.

All loans and advances are recognised when cash is advanced
to borrowers.

A specific loan loss provision for loan impairment is established
if there is objective evidence that the Bank will not be able to
collect all amounts due. The amount of the provision is the
difference between the carrying amount and the recoverable
amount, being the present value of expected cash flows,
including amounts recoverable from guarantees and collateral,
discounted at the original effective interest rate of loans.

When a loan is uncollectible, it is written off against the related
provision for impairments. Subsequent recoveries are credited
to the provision for loan losses in the income statement.

h) Property, plant and equipment and intangible assets

Intangible assets are valued at cost and are amortised
over their estimated useful economic life of 3 to 5 years on a
straight-line basis.

Fixed assets are stated at historical cost less accumulated
depreciation. Depreciation of fixed assets is provided on a
straight-line basis over the following estimated economic
Motor vehicles..........ccccooiiii, 4 years
Furniture and fittings.................. 4 to 8 years
Office equipment 4 years
Small tangibles...........ccccoviiiiis 2 years
Intangibles.........cccoooviiiiiiii 3 to 5 years

useful lives:

Fixed assets under construction are not depreciated until such
time as the relevant assets are completed and put into
Gains and losses on disposal of property,
plant and equipment and intangible assets are determined by

operational use.

reference to their net book value and are taken into account
in determining ‘Operating expense’. Repairs and renewals are
charged to the income statement when the expenditure is
incurred. Fixed assets are periodically reviewed for impairment.
Where the carrying amount of an asset is greater than its
estimated recoverable amount, it is written down immediately
to its recoverable amount.

i) Leases
For operating leases, lease payments are recognised as an

expense in the income statement over the lease term. The Bank
did not enter into any finance lease contracts.
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Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

j) Provisions

Provisions are recognised when the Bank has a present legal or
constructive obligation as a result of past events, it is probable
that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate
of the amount of the obligation can be made.

k) Debt securities

Debt securities issued by the Bank are stated at their amortised
costs using the effective interest rate method with the
amortisation being included within “Interest expense” in the
income statement. Transaction costs and accumulated fair
value revaluations of hedging derivatives designed as cash-flow
hedges of forecasted transactions are included in the initial
recognition of debt securities.

I) Foreign currency transactions

Transactions denominated in foreign currencies are recorded
in the local currency at official exchange rates as of the date
of the transaction. Monetary assets and liabilities denominated
in foreign currencies are reported at the rates of exchange
prevailing at the balance sheet date. Any gains or losses
arising from a change in exchange rates subsequent to the
date of the transaction are included as an exchange gain
or loss within “Trading results” in the Income statement.

m) Income recognition

Interest income and expense, loans origination fees and
commissions are recognised on an accrual basis (Note 2 (b)).

n) State subsidy

State subsidy represents subsidies received by the Bank from
the state budget in accordance with Act No. 58 to cover the
difference between lower lending interest rates and higher
borrowing rates and other costs related to subsidised export
financing (including provisions for loan losses).

The income on state subsidy is recognized in the accounting
period when the loss occurs. As the state subsidy is calcu-
lated based on the Czech accounting principles, accruals
and deferrals for state subsidy are recognized in other
receivables when they are virtually certain. Subsidies repayable
to state are recognised as liabilities when their repayment is
probable.

o) Derivative instruments and hedging

In the normal course of business the Bank is a party to contracts
for derivative financial instruments including interest rate,
currency and forward agreements. These are used by the Bank
to hedge interest rate risk and currency exposures associated
with its assets and liabilities and anticipated future transactions.

Derivative financial instruments are initially recognised in the
balance sheet at cost (including transaction costs) and
subsequently are remeasured at their fair value. Fair values are
obtained from quoted market prices and discounted cash flow
models as appropriate. All derivatives are carried as assets when
fair value is positive and as liabilities when fair value is negative.

On the date a derivative contract is entered into, the Bank
designates certain derivatives as either (i) a hedge of the fair
value of a recognised asset or liability (fair value hedge) or (ii)
a hedge of a future cash flow attributable to a recognised
asset or liability, a forecasted transaction or a firm commitment
(cash flow hedge). Hedge accounting is used for derivatives
designated in this way provided certain criteria are met.

The Bank’s criteria for a derivative instrument to qualify for

hedge accounting include:

(a) formal documentation of the hedging instrument, hedged
item, hedging objective, strategy and relationship is prepared
before hedge accounting is applied;

(b) the hedge is documented showing that it is expected to be
highly effective in offsetting the risk in the hedged item
throughout the reporting period; and

(c) the hedge is effective on an ongoing basis.

The Bank discontinues hedge accounting if any one of the

following occurs:

(a) the hedging instrument expires, is sold, terminated or
exercised; or

(b) the hedge no longer meets the hedge accounting criteria.

Changes in the fair value of derivatives that are designated
and qualify as fair value hedges and that prove to be highly
effective in relation to the hedged risk, are recorded in the
Income statement along with the corresponding change in fair
value of the hedged asset or liability that is attributable to the
specific hedged risk.

An adjustment to the carrying amount of a hedged financial
instrument is amortized to the net profit or loss over the period
to maturity when the designated fair value hedge ceases to be
effective.



Changes in fair value of derivatives that are designated and
qualify as cash flow hedges and that prove to be highly effective
in relation to hedged risk, are recognised in the hedging
reserve in equity. Otherwise, amounts deferred in equity are
transferred to the income statement and classified as revenue
or expense in the periods during which the hedged assets and
liabilities affect the income statement.

When the designated cash flow hedge ceases to be effective,
the amount recognised in the hedging reserve remains
separately in equity until the hedged transaction occurs.

The fair value of derivative instruments held for trading and
hedging purposes are disclosed in Note 27.

p) Social security and pension schemes

Contributions are made to the government’s health, retirement
benefit and unemployment schemes at the statutory rates in
force during the year based on gross salary payments (see Note
8). The cost of social security payments is charged to the income
statement in the same period as the related salary cost. The
Bank has no further pension or post retirement commitments.

q) Legal reserve fund

In accordance with the Commercial Code, the Bank is required
to create a legal reserve fund from profit or from amounts
contributed by shareholders.

The legal reserve fund shall be allocated 5% of profit after tax
until the value of 20% of basic capital is achieved. These funds
must be used exclusively to cover losses. As at 31 December
2003 the legal reserve fund of the Bank was fully funded.

r) Cash and cash equivalents

Cash includes cash in hand, balances with central banks
except obligatory minimum reserves and current accounts
with other banks. Treasury bills due to less than 3 months are
considered as cash equivalents (Note 34).

s) Segment reporting

The Bank is an institution specialised in financing of Czech
export. Its activities incorporate providing loans and related
services (current accounts, collateral deposits, payment
relations, letters of credit). Trading activities consist primarily
of the derivative instruments that did not meet criteria
for hedging set down by IAS 39 and results from the Bank's
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management of its foreign currency position. (See Income
statement and Balance sheet). The Bank does not have any
branches nor any representative offices abroad.

The Bank is not internally organised in separate segments,
however it provides products and services to different economic
environments (geographical segment), which are subject
to risk and rewards that are different from those of other
segments (Note 3).

t) Contingent commitments and accepted guarantees and
collaterals

Acceptances are disclosed as contingent liabilities and
commitments.

u) Comparatives

Where necessary, comparative figures have been adjusted
to conform with changes in presentation in the current year.

v) Changes in accounting policies

In 2003, the Bank reviewed and changed its provisioning
policy for impaired loans to customers. Provisions which meet
the criteria of objective evidence of impairment for specific
financial assets or groups of assets are deducted from the
gross balance (Note 2 (g)). Any provision in excess of that
amount is presented as a newly established General risk
reserve in equity in accordance with IAS 30.

Based on this change, there was an increase in equity of
CZK 274 million as at 1 January 2002, CZK 180 million as at
31 December 2002 and decrease in profit after taxation
of CZK 94 million in 2002.

The format of the income statement has been amended in
order to more fairly reflect the structure of income and expenses.
Certain income and expense items for 2002 have been
reclassified in line with the 2003 presentation.

w) Recently issued accounting pronouncements

In December 2003 the IASB published improved versions of seve-
ral existing IAS standards, including standards for financial instru-
ments (IAS 32 and 39). In February 2004 the new IFRS 2 was
published. Due to the proximity of the date of publication to the
reporting date an analysis of the potential effect on the Bank’s
future financial position has not been provided. These revised
standards must be implemented by the Bank by 1 January 2005.

26 /27



Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

3/ Geographical concentrations of assets, liabilities and off balance sheet items

Concentrations of assets, liabilities and off balance sheet items by the type of economy as at 31 December 2003

Domestic European Less Commonwealth Socialistic Developed Total
Union and  developed of Independent economics countries
accession countries States
countries

Assets
Cash in hand and balances
with central banks 24,238 - - - - - 24,238
Available for sale securities 227,566 - - - - 255,964 483,530
Receivables from banks, net 8,983,014 52,792 1,880,205 4,246,506 2,071,830 26,852 17,261,199
Receivables from clients, net 2,306,315 - - - - 5,237,291 7,543,606
Other 105,510 640,976 162 9,680 245 159 756,732
Total assets 11,646,643 693,768 1,880,367 4,256,186 2,072,075 5,520,266 26,069,305
Guarantees and undrawn
loan commitments 4,345,621 - 203,129 793,875 3,387,957 672,901 9,403,483
Liabilities
Term deposits from banks 140,217 3,453,035 - 146,296 - - 3,739,548
Amounts owed to customers 915,308 - - - - - 915,308
Debt securities 5,672,589 13,000,669 - - - - 18,673,258
Other liabilities 259,763 209,243 - - - - 469,006
Total liabilities 6,987,877 16,662,947 - 146,296 - - 23,797,120
Received guarantees
and insurance 41,069,652 4,094,451 1,945,447 1,744,420 - 5,712,908 54,566,878




ANNUAL REPORT /// CZECH EXPORT BANK /// 2003 ///

Concentrations of assets, liabilities and off balance sheet items by the type of economy as at 31 December 2002

Domestic European Less Commonwealth Socialistic Developed Total
Union and  developed of Independent economics countries
accession countries States
countries

Assets
Cash in hand and balances
with central banks 32,630 - - - - - 32,630
Available for sale securities 487,317 - - - - 300,775 788,092
Receivables from banks, net 11,444,742 290,772 2,118,401 3,266,245 123,737 27,137 17,271,034
Receivables from clients, net 2,299,362 - - - - 3,724,170 6,023,532
Other 107,756 1,079,611 517 454 471 798 1,189,607
Total assets 14,371,807 1,370,383 2,118,918 3,266,699 124,208 4,052,880 25,304,895
Guarantees and undrawn
loan commitments 7,127,837 517,824 2,452,664 6,286,942 3,167,242 19,552,509
Liabilities
Term deposits from banks 688,256 3,730,554 - 101,235 - - 4,520,045
Amounts owed to customers 1,419,083 - - - - - 1,419,083
Debt securities 5,671,377 10,733,977 - - - - 16,405,354
Other liabilities 332,365 418,953 - - - - 751,318
Total liabilities 8,111,081 14,883,484 0 101,235 0 0 23,095,800
Received guarantees
and insurance 50,588,723 3,704,982 2,449,507 2,465,645 - 6,925,485 66,134,342

4/ Interest income and expense

Interest income and expense comprise:

31 December 2003

31 December 2002

Interest income

- on loans to banks 773,611 764,164
- on money market placements with banks 40,942 113,229
- on loans to customers 397,530 251,287
- on securities 26,703 36,050
- on hedging (108,795) (441,691)
1,129,991 723,039

Interest expense
- on term deposits from banks (98,827) (99,756)
- on amounts owed to customers (5,419) (13,001)
- on debt securities (998,590) (1,032,955)
- on hedging (61,009) 472,860
(1,163,845) (672,852)
Net interest income (33,854) 50,187
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Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

5/ Net fees and commissions

Fees and commissions comprise:

31 December 2003

31 December 2002

Income from fees and commissions:

- on operations with customers 60,861 105,841
- on operations with banks 13,544 19,333
Total income from fees and commissions 74,405 125,174
Expenses from fees and commissions:

- on operations with banks (7,150) (8,024)
- other (17,093) (6,790)
Total expense from fees and commissions (24,243) (14,814)
Net fees and commissions 50,162 110,360

6 / Trading results, net

Trading results, net, comprises:

31 December 2003

31 December 2002

Net realised and unrealised gains and losses on interest rate swaps,

foreign exchange transactions and forward rate agreements held for trading 596,320 927,522
Net gain/(loss) from foreign currency translation (420,932) (924,017)
Net gain/(loss) from available for sale securities (4,924) 4,451
Trading results, net 170,464 7,956

7 / State subsidy and other income

31 December 2003

31 December 2002

State subsidy

63,003

301,012

Other income

6,083

314

8/ Operating expenses

Operating expenses comprise:

31 December 2003

31 December 2002

Salaries (61,439) (58,016)
Social security costs (26,333) (22,529)
Rent (14,484) (14,402)
Administrative expense (34,750) (36,900)
Amortisation and depreciation (Note 16, 17) (21,485) (16,972)
Other (26,039) (20,957)

(184,530) (169,776)
Average number of employees 125 122




9/ Provisions for loan losses, guarantees and credit commitments

The structure of provisions for loan losses was as follows:

31 December 2003

31 December 2002

Doubtful debt expense (13,979) (26,242)
Income from written off bad debts 13,734 12,959
Release of specific provisions 407 -
Foreign exchange impact (3,768) 9,555

(3,606) (3,728)

The movement in provisions for loan losses was as follows:

Loan loss provisions

31 December 2001 78,145
Creation 26,242
Release for written off bad debts (12,959)
Foreign exchange impact (9,555)
31 December 2002 81,873
Creation 13,979
Release for written off bad debts (2,040)
Release for redundancy (407)
Foreign exchange impact 3,768
31 December 2003 97,173

The Bank did not set aside any specific provisions to guarantees and credit commitments in 2002 and 2003.
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Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

10/ Taxation

Corporate income tax is calculated in accordance with Czech tax regulations at the rate of 31% in 2003 and 2002.

The corporate income tax rate for 2004 will be 28%, for 2005 26% and for 2006 24%.

31 December 2003

31 December 2002

Current tax 50,375 65,159
Deferred tax (45,743) 19,301
4,632 84,460

A reconciliation of expected income tax expense:

31 December 2003

31 December 2002

Net profit before taxation 67,722 296,325
Statutory income tax rate 31% 31%
“Expected” taxation at statutory income tax rate 20,994 91,861
Add (deduct) tax effect of:

Non-taxable revenues (25,711) (6,593)
Non-deductible expenses 8,727 3,693
Decrease in tax rates (2,946) -
Other 3,568 (4,501)
Taxation 4,632 84,460
Effective tax rate 7% 29%

Deferred taxes, net

Deferred taxes, net is comprised of the following:

31 December 2003

31 December 2002

Deferred Tax Assets:

Accrued management fees 39,180 25,163
Total deferred tax assets 39,180 25,163
Deferred Tax Liabilities:

Difference between property, plant and equipment per book and tax (568) (1,373)
General credit provision - release (40,911) (70,458)
Total deferred tax liabilities (41,479) (71,831)
Total deferred tax liability, net (2,299) (46,668)

Tax liability

31 December 2003

31 December 2002

Current tax liability 6,468 41,619
Deferred tax liability 2,299 46,668
Total tax liability 8,767 88,287




11/ Cash in hand and balances with the central bank

Cash in hand and balances with the central bank comprise:

31 December 2003 31 December 2002

Other balances with the central bank 12,855 7,731
Cash in hand 3 140
Cash and cash equivalents (Note 34) 12,858 7,871
Obligatory minimum reserves with the central bank 11,380 24,759
24,238 32,630

Obligatory minimum reserves maintained under Czech National Bank regulations are not available for use in the Bank's day to
day operations.

12/ Money market placements with banks

Money market placements with banks as at 31 December 2003 and 2002, respectively, had remaining maturities of less than
one year.

13/ Available for sale securities

Available for sale securities comprises:

31 December 2003 31 December 2002

Treasury bills 255,964 509,178
Bonds issued by public bodies 227,566 278,914
483,530 788,092

Treasury bills of CZK 420,478,000 as at 31 December 2002 had original maturity within 3 months (Note 34).

14/ Originated loans to banks, net

Originated loans to banks, net comprise:

31 December 2003 31 December 2002
Gross originated loans 15,026,110 13,986,194
Less - specific provision for loan losses - (403)
15,026,110 13,985,791

15/ Originated loans to customers, net

Originated loans to customers comprise:

31 December 2003 31 December 2002
Gross originated loans and advances 7,215,556 5,972,726
Debt securities purchased at original issuance 425,223 132,276
Less - specific provision for loan losses (97,173) (81,470)
7,543,606 6,023,532
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16 / Property, plant and equipment, net

The movement during 2003 and 2002 was as follows:

Motor Furniture Office  Tangibles under Small Total
vehicles and fittings equipment construction tangibles
Cost
1 January 2002 4,829 655 52,920 659 16,013 75,076
Additions 8 48 2,662 2,719 695 6,132
Disposals (9) - (10,661) (3,270) (265) (14,205)
31 December 2002 4,828 703 44,921 108 16,443 67,003
Additions - - 2,771 5,050 2,208 10,029
Disposals - - (3,393) (4,993) (181) (8,567)
31 December 2003 4,828 703 44,299 165 18,470 68,465
Accumulated amortisation
1 January 2002 2,710 222 37,706 - 16,013 56,651
Additions 966 64 7,899 - 394 9,323
Disposals (9) (10,661) - (265) (10,935)
31 December 2002 3,667 286 34,944 - 16,142 55,039
Additions 838 60 5,258 - 1,405 7,561
Disposals - - (3,394) - (181) (3,575)
31 December 2003 4,505 346 36,808 - 17,366 59,025
Net book value
31 December 2002 1,161 417 9,977 108 301 11,964
31 December 2003 323 357 7,491 165 1,104 9,440
17 / Intangible assets, net
The movement during 2003 and 2002 was as follows:
Software Software under development Total

Cost
1 January 2002 15,580 43,991 59,571
Additions 49,917 5,926 55,843
Disposals (24) (49,917) (49,941)
31 December 2002 65,473 - 65,473
Additions 3,312 3,773 7,085
Disposals - (3,317) (3,317)
31 December 2003 68,785 456 69,241
Accumulated depreciation
1 January 2002 8,515 - 8,515
Additions 7,801 - 7,801
Disposals (21) - (21)
31 December 2002 16,295 - 16,295
Additions 13,939 - 13,939
Disposals - - -
31 December 2003 30,234 - 30,234
Net book value
31 December 2002 49,178 - 49,178
31 December 2003 38,551 456 39,007

Additions to software mainly comprise a new information system put in use in 2002.



18/ Prepayments and accrued income

Prepayments and accrued income comprise:

31 December 2003

31 December 2002

Accrued income 4,245 2,312
Prepayments 953 2,645
5,198 4,957

19/ Other assets

Other assets comprise:

31 December 2003

31 December 2002

State subsidy receivable - 37,967
Advances granted 2,659 2,709
Insurance premium receivable 732 292
Other receivables 13,792 3,171

17,183 44,139

20/ Term deposits from banks

Term deposits from banks are repayable, according to remaining maturity as disclosed in Note 32.

21/ Amounts owed to customers

Amounts owed to customers comprise:

31 December 2003

31 December 2002

Current accounts 392,787 864,801
Term deposits 175,228 267,242
Escrow accounts 347,293 287,040

915,308 1,419,083

Escrow accounts are deposits held as collateral for loans and guarantees granted by the Bank on behalf of its clients.
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22/ Debt securities

Debt securities issued comprise:

Issue date Currency Face value Initial Interest Maturity 31 December 31 December

discount rate 2003 2002
28 May 1997 usb 250 000 1,500.0 7.0% 28 May 2002 - -
11 July 2000 CzZK 5,500,000 11,550.0 6.95% 11 July 2010 5,672,589 5,671,378
24 May 2002 usb 350,000 696.5 5.75% 24 May 2009 9,153,391 10,733,976
5 November 2003 usb 150,000 537.0 3.75% 6 November 2008 3,847,278 -
Total 18,673,258 16,405,354

Bonds issued on 28 May 1997 were redeemed at their principal amount on 28 May 2002 and replaced by a new bond issue as at

24 May 2002.

Carrying value of bonds issued in 2002 includes the total fair value revaluation gain of hedging derivative instruments designated
as a cash-flow hedge of a forecasted bonds issue of CZK 153,060,000 accumulated at the initial recognition of the bonds.

All debt securities are carried at amortised costs using the effective interest rate method.

23/ Provisions, accruals and deferred income

Provisions, accruals and deferred income comprise:

31 December 2003

31 December 2002

Provision for social expenses 9,315 8,403
Deferred income 590 700
Accrued state subsidy payment 215,598 278,601
Other 2,585 2,602

228,088 290,306

24/ Other liabilities

Other liabilities comprise:

31 December 2003

31 December 2002

Insurance payable 9,525 -
Other accounts payable 3,893 4,890
Wages and social security 6,136 5,229
Other 3,695 18,009

23,249 28,128




25/ Shareholders equity

Share capital comprises 150 shares of CZK 10,000,000 each
and 150 shares of CZK 1,000,000 each, authorised and out-
standing, fully paid up. All shares have equal voting rights in
accordance with their nominal value.

26 / Related parties

The Bank maintains a current account of CZK 11,391,000
(2002: CZK 8,335,000) for EGAP, which is a shareholder.
Liabilities to EGAP represented CZK 9,525,000 (2002: CZK nil)
representing the insurance payable from the loan agreement
where the Bank is directly insured.

27 / Derivative financial instruments

In the normal course of business the Bank enters into derivative
financial instrument transactions solely for the purpose to
hedge its liquidity, interest and foreign currency risks. None of
these transactions are concluded for speculation purposes - i.e.
for the purpose of generating profit from short-term fluctuations
in foreign exchange rates and interest rates.

ANNUAL REPORT /// CZECH EXPORT BANK /// 2003 ///

Under Act No. 58 of 14 March 1995, at least 2/3 of the share
capital must be owned by the Czech state. The state’s share
rights are executed by four ministries. The remaining part of
shares are held by EGAP.

Rent expense, telephone charges and other services costs paid
to EGAP in 2003 totalled CZK 17,925,000

(2002: CZK 17,431,000).

In accordance with the Czech legislation, all export loans
granted by the Bank are insured by EGAP.

The Bank treats as hedges only those contracts where it has
the ability to demonstrate that all criteria for recognising the
transactions as hedges set out in IAS 39 have been met. Certain
derivative transactions, while providing effective economic
hedges under the Bank’s risk management policies, do not
qualify for hedge accounting under the specific rules in 1AS 39
and are therefore treated as derivatives held for trading and the
gain and losses are included within “Trading result”

The following tables set out fair values of derivative financial instruments categorised as held for trading and hedging.

Fair value Fair value
31 December 2003 31 December 2003 31 December 2002 31 December 2002
Assets Liabilities Assets Liabilities
Derivative financial instruments held for hedging - - - (330,744)
Derivative financial instruments held for trading 685,904 (208,902) 1,079,369 (13,853)
Total 685,904 (208,902) 1,079,369 (344,597)

Derivative financial instruments designated as held for hedging:
Notional value Fair value
31 December 2002 31 December 2002 31 December 2002 31 December 2002
Assets Liabilities Positive Negative

Interest rate instruments Type of hedging

Interest rate swaps Fair value of loans 4,521,150 4,521,150 - (330,744)
Total 4,521,150 4,521,150 - (330,744)
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Derivative financial instruments designated as held for trading derivatives:

Notional value Fair value
31 December 2002 31 December 2002 31 December 2002 31 December 2002
Assets Liabilities Positive Negative

Interest rate instruments
Interest rate swap 4,074,935 4,074,935 - (208,902)
Total 4,074,935 4,074,935 - (208,902)
Foreign currency instruments 1,821,596 1,773,406 47,404 -
Cross currency interest rate swaps 5,500,000 4,860,750 638,500 -
Total 7,321,596 6,634,156 685,904 -
Total 11,396,531 10,709,091 685,904 (208,902)
Notional value Fair value
31 December 2002 31 December 2002 31 December 2002 31 December 2002
Assets Liabilities Positive Negative

Interest rate instruments
Interest rate swap 284,400 284,400 - (13,853)
Total 284,400 284,400 - (13,853)

Foreign currency instruments

Cross currency interest rate swaps 5,500,000 4,521,150 1,079,369 -
Total 5,500,000 4,521,150 1,079,369 -
Total 5,784,400 4,805,550 1,079,369 (13,853)

Derivative financial instruments designated as held for trading derivatives at nominal values per remaining maturity.

28/ Credit risk

The Bank takes on exposure to credit risk which is the risk that
counterparty will be unable to pay amounts in full when due.
Exposure to credit risk is managed through regular analysis of
the ability of borrowers and potential borrowers to meet
interest and capital repayment obligations and by changing
lending limits where appropriate. Exposure to credit risk is
also managed by insurance of loans or obtaining collateral
and guarantees. The extent of the Bank’s credit exposure
is represented by the aggregate balance of originated loans,
securities, current accounts, money market placements and
other receivables.

Credit exposure or replacement cost of derivative financial
instruments represents the Bank's credit exposure from
contracts with a positive fair value, that is, it indicates the

estimated maximum potential losses of the Bank in the event
that counterparties fail to perform their obligations. It is usually
a small fraction of the notional amounts of the contracts.
The credit exposure of each contract is indicated by the credit
equivalent calculated pursuant to generally applicable
methodology using the current exposure method and involves
the fair market value of the contract (only if positive,
otherwise a zero value is taken into account) and a portion
of nominal value, which indicates the potential change in fair
market value over the term of the contract. The credit
equivalent is established depending on the type of contract
and its maturity.

As of 31 December 2003, the Bank has a potential credit
exposure of CZK 685,905,000 in the event of non-performance



by counterparties on its derivative financial instruments. This
amount represents the gross replacement cost at market rates
as of 31 December 2003 of all outstanding agreements in
the event of all counterparties defaulting and does not allow
for the effect of netting arrangements.

29/ Estimated fair value information

Fair value of financial instruments is the amount for which an
asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction.
Where available, fair value estimates are made based on quoted
market prices. However, no readily available market prices
exist for a significant portion of the Bank'’s financial instruments
(especially originated loans and derivative financial instruments).
In circumstances where the quoted market prices are not
readily available, the fair value is estimated using discounted
cash flow models or other pricing models as appropriate.
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The Bank is selective in its choice of counterparties and sets
limits on transactions with its customers. As such, the Bank
considers that the actual credit risk associated with financial
derivatives is substantially lower than the exposure calculated
pursuant to credit equivalents.

Changes in underlying assumptions, including discount rates
and estimated future cash flows, significantly affect the
estimates. Therefore, the calculated fair market estimates
cannot necessarily be realised in a current sale of the financial
instrument.

The following tables summarise the carrying values and fair
values of those financial assets and liabilities not presented on
the Bank's balance sheet at their fair value where fair value
differs from carrying value:

31 December 2003

31 December 2003

31 December 2002 31 December 2002

Carrying value Fair value Carrying value Fair value
Financial assets
Originated loans to banks, net 15,026,110 16,283,778 13,985,789 14,724,868
Originated loans to customers, net 7,543,606 9,193,784 6,023,532 7,548,812
Financial liabilities
Debt securities 18,673,258 20,640,668 16,405,354 18,893,819

Fair value of other financial assets and liabilities approximates their carrying value.

30/ Interest rate risk exposure

Interest rate risk is the risk that the value of a financial
instrument will fluctuate due to changes in market interest
rates. The length of time for which the rate of interest is
fixed on a financial instrument, therefore, indicates to what
extent it is exposed to interest rate risk. The tables below
provide information on the extent of the Bank’s interest rate
exposure based either on the contractual maturity date of its
financial instruments or, in the case of instru-ments that

reprice to a market rate of interest before maturity, the next
repricing date. It is the policy of the directors of the Bank
to manage the exposure of the Bank to fluctuations in net
interest income arising from changes in interest rates by the
degree of repricing mismatch in the balance sheet. Those
assets and liabilities that do not have a contractual maturity
date are grouped together in the “maturity undefined”
category.
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Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

Interest rate risk exposure as at 31 December 2003

Up to Over Over Over Over Maturity Total
1 month 1 month 3 months 1 year 5 years undefined
and up to and up to and up to
3 months 1 year 5 years

Assets
Cash in hand and balances
with central banks 12,858 - - - - 11,380 24,238
Current accounts with other banks 18,460 - - - - - 18,460
Money market placements
with banks 1,613,843 301,065 301,721 - - - 2,216,629
Available for sale securities - 2,982 283,001 186,266 11,281 - 483,530
Derivative financial instruments - - - - - 685,904 685,904
Originated loans to banks, net 770,698 746,307 3,502,793 8,509,888 1,496,424 - 15,026,110
Originated loans to customers, net 676,417 282,056 460,105 1,696,938 3,140,454 1,287,636 7,543,606
Fixed assets - - - - - 48,447 48,447
Prepayments and accrued income - 296 862 - 2,270 1,770 5,198
Other assets - - - - - 17,183 17,183
Total assets 3,092,276 1,332,706 4,548,482 10,393,092 4,650,429 2,052,320 26,069,305
Term deposits from banks 764,794 - 1,306,804 1,251,072 416,878 - 3,739,548
Derivative financial instruments - - - - - 208,902 208,902
Amounts owed to customers 585,337 329,971 - - - - 915,308
Debt securities - - 514,160 3,824,831 14,334,267 - 18,673,258
Tax liabilities - - 8,767 - - - 8,767
Provisions, accruals
and deferred income - - 341 - - 227,747 228,088
Other liabilities - - 1,967 - - 21,282 23,249
Total liabilities 1,350,131 329,971 1,832,039 5,075,903 14,751,145 457,931 23,797,120
Net assets interest rate risk 1,742,145 1,002,735 2,716,443 5,317,189 (10,100,716) 1,594,389 2,272,185
Net assets cumulative
interest rate risk 1,742,145 2,744,880 5,461,323 10,778,512 677,796 2,272,185 -
Loan commitments - fixed
interest rate 15,965 5,234 287,379 4,992,247 331,499 - 5,632,324
Swaps - (226,835) (2,565,400) 2,792,235 - - -
Net interest rate risk 1,758,110 781,134 438,422 13,101,671  (9,769,217) 1,594,389 7,904,509
Net cumulative interest rate risk 1,758,110 2,539,244 2,977,666 16,079,337 6,310,120 7,904,509 -
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Interest rate risk exposure as at 31 December 2002

Up to Over Over Over Over Maturity Total
1 month 1 month 3 months 1 year 5 years undefined
and up to and up to and up to
3 months 1 year 5 years

Assets
Cash in hand and balances
with central banks 7,871 - - - - 24,759 32,630
Current accounts with other banks 25,573 - - - - - 25,573
Money market placements
with banks 2,454,293 402,977 402,400 - - - 3,259,670
Available for sale securities 116,398 353,472 199,100 107,507 11,615 - 788,092
Derivative financial instruments - - - - - 1,079,369 1,079,369
Originated loans to banks, net 372,611 681,675 4,570,260 6,300,827 2,039,622 20,795 13,985,791
Originated loans to customers, net - 1,225,724 713,290 2,058,749 2,009,029 16,741 6,023,532
Fixed assets - - - - - 61,142 61,142
Prepayments and accrued income - - - - - 4,957 4,957
Other assets - - - - - 44,139 44,139
Total assets 2,976,746 2,663,848 5,885,050 8,467,083 4,060,266 1,251,902 25,304,895
Term deposits from banks 2,991,708 - 21,287 1,507,050 - - 4,520,045
Derivative financial instruments - - - - - 344,597 344,597
Amounts owed to customers 1,168,565 250,518 - - - - 1,419,083
Debt securities - - 546,144 - 15,859,210 - 16,405,354
Tax liabilities - - - - - 88,287 88,287
Provisions, accruals
and deferred income - - - - - 290,306 290,306
Other liabilities - - - - - 28,128 28,128
Total liabilities 4,160,273 250,518 567,431 1,507,050 15,859,210 751,318 23,095,800
Net assets interest rate risk (1,183,527) 2,413,330 5,317,619 6,960,033 (11,798,944) 500,584 2,209,095
Net assets cumulative
interest rate risk (1,183,527) 1,229,803 6,547,422 13,507,455 1,708,511 2,209,095 -
Loan commitments - fixed
interest rate 18,758 11,084 51,044 6,472,799 6,915,550 - 13,469,235
Swaps - 252,800 4,489,550 (4,742,350) - - -
Net interest rate risk (1,164,769) 2,677,214 9,858,213 8,690,482  (4,883,394) 500,584 15,678,330

Net cumulative interest rate risk  (1,164,769) 1,512,445 11,370,658 20,061,140 15,177,746 15,678,330 -
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Notes to the financial statements for the year ended 31 December 2003 (in CZK'000)

Average interest rates in the year 2003

Assets Average rate Liabilities Average rate
Cash and balances with CNB 1,83% Amounts owed to financial institutions 1,91%
Treasury bills and other bills eligible for refinancing 1,78% Amounts owed to customers 0,87%
Originated loans to banks 4,27% Debt securities 6,17%
Originated loans to customers 6,13%

Interest bearing securities 4,46%

Total interest bearing assets 4,72% Total interest bearing liabilities 5,08%

31/ Net currency position

The Bank’s balance sheet includes assets and liabilities denominated in foreign currencies. The tables below provide an analysis
of the Bank’s currency exposures at 31 December 2003 and 2002.

Bank’s currency exposures at 31 December 2003

Czech Us Dollars Euro Other Total
Crowns currencies

Assets
Cash and balances with central bank 24,238 - - - 24,238
Current accounts with banks 1,073 14,397 912 2,078 18,460
Money market placements with banks 873,799 1,166,859 175,971 - 2,216,629
Available for sale securities 227,566 255,964 - - 483,530
Derivative financial instruments 686,482 - (578) - 685,904
Originated loans to banks, net 711,118 11,670,066 2,644,926 - 15,026,110
Originated loans to customers, net 448,027 5,883,939 1,211,640 - 7,543,606
Property, plant and equipment 9,440 - - - 9,440
Intangible assets 39,007 - - - 39,007
Prepayments and accrued income 1,770 3,289 139 - 5,198
Other assets 6,243 10,936 4 - 17,183
Total assets 3,028,763 19,005,450 4,033,014 2,078 26,069,305
Liabilities
Term deposits from banks - 3,589,038 150,510 - 3,739,548
Derivative financial instruments 197,595 11,307 - 208,902
Amounts owed to customers 11,585 566,985 336,727 11 915,308
Debt securities 5,672,589 13,000,669 - - 18,673,258
Tax liabilities 8,767 - - - 8,767
Provisions, accruals and deferred income 227,157 667 264 - 228,088
Shareholder’s equity 2,272,185 - - - 2,272,185
Other liabilities 21,540 1,707 2 - 23,249
Total liabilities and shareholder’s equity 8,213,823 17,356,661 498,810 11 26,069,305
Net assets (5,185,060) 1,648,789 3,534,204 2,067 -
Currency forward 6,025,394 (1,790,779) (3,547,050) - 687,565

Net currency position at 31 December 2003 840,334 (141,990) (12,846) 2,067 687,565




Bank's currency exposures at 31 December 2002
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Czech Us Dollars Euro Other Total
Crowns currencies

Assets
Cash and balances with central bank 32,630 - - - 32,630
Current accounts with banks 2,787 9,760 9,409 3,617 25,573
Money market placements with banks 1,628,379 1,371,197 260,094 - 3,259,670
Available for sale securities 487,317 300,775 - - 788,092
Derivative financial instruments 1,153,365 (73,996) - - 1,079,369
Originated loans to others banks 285,487 12,577,789 1,122,918 - 13,986,194
Less: specific provision - - (403) - (403)
Originated loans to clients 183,157 4,748,558 1,173,287 - 6,105,002
Less: specific provision (1,715) (46,377) (33,378) - (81,470)
Property, plant and equipment 11,964 - - - 11,964
Intangible assets 49,178 - - - 49,178
Prepayments and accrued income 2,403 2,118 436 - 4,957
Other assets 44,139 - - - 44,139
Total assets 3,879,091 18,889,824 2,532,363 3,617 25,304,895
Liabilities
Term deposits from banks - 2,364,118 2,155,927 - 4,520,045
Derivative financial instruments - 330,744 13,853 - 344,597
Amounts owed to customers 8,357 1,028,528 382,198 - 1,419,083
Debt securities 5,671,377 10,733,977 - - 16,405,354
Tax liabilities 88,287 - - - 88,287
Provisions, accruals and deferred income 289,296 627 383 - 290,306
Shareholders’ equity 2,209,095 - - - 2,209,095
Other liabilities 26,239 1,885 4 - 28,128
Total liabilities and shareholders’ equity 8,292,651 14,459,879 2,552,365 - 25,304,895
Net assets (4,413,560) 4,429,945 (20,002) 3,617 -
Currency forward 5,500,000 (4,538,463) 17,382 - 978,919
Net currency position at 31 December 2002 1,086,440 (108,518) (2,620) 3,617 978,919

32/ Liquidity Risk

Liquidity risk is a measure of the extent to which the Bank may
be required to raise funds to meet its commitments associated
with financial instruments. The Bank maintains its liquidity
profiles in accordance with guidelines laid down by the Czech
National Bank.

The tables below provide an analysis of assets, liabilities and
shareholders’ equity into relevant maturity groupings based on

the remaining period from the balance sheet date to the con-
tractual maturity dates. It is presented under the most prudent
consideration of maturity dates where options or repayment
patterns allow for early repayment possibilities. Therefore, in the
case of liabilities the earliest possible repayment date is shown
while for assets it is the latest possible repayment date. Those
assets and liabilities that do not have a contractual maturity date
are grouped together in the “maturity undefined” category.
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Liquidity risk at 31 December 2003

Up to Over Over Over Over Maturity Total
1 month 1 month 3 months 1 year 5 years undefined
and up to and up to and up to
3 months 1 year 5 years

Assets
Cash in hand 3 - - - - - 3
Balances with central banks 24,235 - - - - - 24,235
Current accounts with banks 18,460 - - - - - 18,460
Money market placements
with banks 1,613,843 301,065 301,721 - - - 2,216,629
Available for sale securities - 2,982 283,001 186,266 11,281 - 483,530
Derivative financial instruments - - - - - 685,904 685,904
Originated loans to banks, net 770,698 711,725 1,587,671 10,459,592 1,496,424 - 15,026,110
Originated loans to customers, net 320,468 257,638 389,400 2,148,010 3,140,454 1,287,636 7,543,606
Property, plant and equipment - - - - - 9,440 9,440
Intangible assets - - - - - 39,007 39,007
Prepayments and accrued income - 296 862 - 2,270 1,770 5,198
Other assets - - - - - 17,183 17,183
Total assets 2,747,707 1,273,706 2,562,655 12,793,868 4,650,429 2,040,940 26,069,305
Liabilities and shareholder’s equity
Term deposits from banks 764,794 1,306,804 1,251,072 416,878 - 3,739,548
Derivative financial instruments - - - - - 208,902 208,902
Amounts owed to customers 525,176 46,325 61,563 205,367 76,877 - 915,308
Debt securities - - 514,160 3,824,831 14,334,267 - 18,673,258
Tax liabilities - - 8,767 - - - 8,767
Provisions, accruals
and deferred income - - 341 - - 227,747 228,088
Other liabilities - - 1,975 - - 21,274 23,249
Shareholders’ equity - - - - - 2,272,185 2,272185
Total liabilities
and shareholder’s equity 1,289,970 46,325 1,893,610 5,281,270 14,828,022 2,730,108 26,069,305
Liquidity risk 1,457,737 1,227,381 669,045 7,512,598 (10,177,593) (689,168) -
Cumulative liquidity risk 1,457,737 2,685,118 3,354,163 10,866,761 689,168 - -
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Liquidity risk at 31 December 2002

Up to Over Over Over Over Maturity Total
1 month 1 month 3 months 1 year 5 years undefined
and up to and up to and up to
3 months 1 year 5 years

Assets
Cash in hand 140 - - - - - 140
Balances with central banks 32,490 - - - - - 32,490
Current accounts with banks 25,573 - - - - - 25,573
Money market placements
with banks 2,454,293 402,977 402,400 - - - 3,259,670
Available for sale securities 116,398 353,472 199,100 107,507 11,615 - 788,092
Derivative financial instruments - - - - - 1,079,369 1,079,369
Originated loans to banks, net 372,611 513,060 1,808,033 8,658,991 2,612,300 20,796 13,985,791
Originated loans to customers, net 748,244 99,238 788,020 2,362,260 2,009,028 16,742 6,023,532
Property, plant and equipment - - - - - 11,964 11,964
Intangible assets - - - - - 49,178 49,178
Prepayments and accrued income - - - - - 4,957 4,957
Other assets - - - - - 44,139 44,139
Total assets 3,749,749 1,368,747 3,197,553 11,128,758 4,632,943 1,227,145 25,304,895
Liabilities and shareholder’s equity
Term deposits from banks 2,991,708 - 21,287 1,507,050 - - 4,520,045
Derivative financial instruments - - - - - 344,597 344,597
Amounts owed to customers 1,144,581 17,659 41,280 167,189 48,374 - 1,419,083
Debt securities - - 546,144 - 15,859,210 - 16,405,354
Tax liabilities - - 88,287 - - - 88,287
Provisions, accruals
and deferred income - - - - - 290,306 290,306
Other liabilities - - - - - 28,128 28,128
Shareholders’ equity - - - - - 2,209,095 2,209,095
Total liabilities
and shareholder’s equity 4,136,289 17,659 696,998 1,674,239 15,907,584 2,872,126 25,304,895
Liquidity risk (386,540) 1,351,088 2,500,555 9,454,519 (11,274,641) (1,644,981) -
Cumulative liquidity risk (386,540) 964,548 3,465,103 12,919,622 1,644,981 - -
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33/ Financial commitments, contingencies, guarantees and collaterals

Financial commitments and contingencies comprise:

31 December 2003

31 December 2002

Guarantees granted 2,952,243 4,773,090
Undrawn loan commitments 6,451,240 14,779,419
9,403,483 19,552,509

For outstanding derivative positions see Note 27.

Guarantees and collaterals accepted comprise:

31 December 2003

31 December 2002

Guarantees received

Payment guarantees 9,465,744 11,975,300
Non-payment guarantees 339,767 812,519
Insurance with state subsidy 40,581,109 15,606,185
Insurance without state subsidy 332,158 34,726,238
Commitments received 3,848,100 3,014,100
54,566,878 66,134,342

Collateral accepted
Cash 583,991 496,417
Securities 3,115,516 4,652,701
Other 3,155,068 4,219,011
Securities accepted in reverse repo transactions 696,777 284,974
7,551,352 9,653,103

Insurance covers also certain guaranteed amounts of loans and undrawn commitments.

34/ Analysis of the balances of cash and cash equivalents as shown in the cash flow statement

31 December 2003

31 December 2002

Change in Year

Cash in hand and balances with the central bank (Note 11) 12,858 7,871 4,987
Current accounts with other banks 18,460 25,573 (7,113)
Treasury bills (Note 12) - 420,478 (420,478)
Cash and cash equivalents 31,318 453,922 (422,604)

35 / Post balance sheet events

On 13 February 2004 the shareholders made a decision to increase the share capital by CZK 100,000,000.

paid-up on 12 March 2004

The amount was
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