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STANDALONE STATEMENT OF PROFIT OR LOSS

In millions of Hungarian Forint Notes 2025 2024
Interest income 6 21,784 28,410
- Interest income using EIR method 6 21,784 28,410
Interest expense 6 (16,858) (20,796)
Net interest income 6 4,926 7,614
Fee and commission income 7 3,426 2,630
Fee and commission expense 7 (110) (79)
Net fee and commission income 7 3,316 2,551
Net trading income and foreign currency revaluation 8 1,103 2,701
Impairment losses and provisions according to IFRS 9 9 1,756 (6,145)
Other operating income 10 5,032 5,065
Net other operating income 7,891 1,621
Personnel expenses 11 (6,406) (6,156)
General and administrative expenses 12 (2,930) (3,326)
Depreciation and amortization expense 21-22 (1,140) (1,310)
Banking tax expense 12 (1,059) (584)
Other operating expenses 12 (926) (667)
Operating profit 3,672 (257)
Profit before income tax 3,672 (257)
Income tax expense 13 (865) (751)
Profit for the year 2,807 (2,008)
Profit attributable to:

Equity holders of the parent entity 2,807 (1,008)

Non-controlling interest

The above statement of profit or loss should be read in conjunction with the accompanying notes.
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STANDALONE STATEMENT OF OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2025

In millions of Hungarian Forint Notes 2025 2024
Profit for the Year 2,807 (1,008)
Items that may be reclassified to profit or loss 14

Currency translation of foreign operations 14 916 (610)
Items that will not be reclassified to profit or loss 14

Net gains on investments in equity instruments

designated at fair value through other comprehensive

income, net of tax 38 35
Other comprehensive income for the year, net of

tax 14 954 (575)
Total comprehensive income for the year 14 3,761 (1,583)

The above statement of comprehensive income should be read in conjunction with the accompanying notes.

The financial statements were approved and authorised for issue by the Board and were signed on 27 May 2026.

Liu Xiaofei

Chief Executive Officer

Li Juan

Assistant Chief Executive Officer
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STANDALONE STATEMENT OF FINANCIAL POSITION

For the year ended 31 December 2025

31 December

In millions of Hungarian Forint Notes 2025 31 December 2024
ASSETS

Cash, cash equivalents and balances with central 15 56,448 59,014
banks

Trading assets - 29
!_oa.ns .and advances to banks and other financial 16 484,001 517,280
institutions

Loans and advances to customers 17 117,761 113,572
Financial assets measured at fair value through 18 151 110
OCl

Investment securities 20 1,418 1,341
Property, plant and equipment 21 5,066 5,476
Intangible assets 22 375 155
Deferred income tax assets 24 25 95
Other financial assets 25 228 16
Other non-financial assets 25 1,431 1,446
Total assets 666,904 698,534
LIABILITIES AND EQUITY

Depos!ts from banks and other financial 26 229 615 205,499
institutions

Deposits from customers 27 343,453 399,760
Trading liabilities 1 30
Provisions 28 7 63
Current income tax liabilities 29 36 93
Deferred income tax liabilities 24 53 54
Other financial liabilities 29 3,649 2,817
Other non-financial liabilities 29 2,178 1,863
Subordinated debt 30 58,633 62,836
Total liabilities 637,625 673,015
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31 December

In millions of Hungarian Forint Notes 2025 31 December 2024
Share capital 31 6,700 6,700
Share premium 31 6,438 6,438
Retained earnings 31 15,360 12,833
Other reserves 31 781 (452)
Total equity 29,279 25,519
Total liabilities and equity 666,904 698,534

The above statement of financial position should be read in conjunction with the accompanying notes.

The financial statements were approved and authorised for issue by the Board and were signed on 27 May 2026.

Liu Xiaofei Li Juan

Chief Executive Officer Assistant Chief Executive Officer
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STANDALONE STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December
2025

Attributable to owners of the Bank

Revaluation
reserve of Revaluation reserve
- . - Share . Retained financial of currency General Total other Total
In millions of Hungarian Forint capital Share premium earnings instruments translation of foreign reserve reserves equity
measured at operations
FVOCI

Balance at 1 January 2024 6,700 6,438 12,833 54 (770) 1,848 1,132 27,103
Opening adjustment 1

pening adj i - 1) (1) @)
Profit (loss) for the year ) ) (1,008) ) ) (1,008)
Other comprehensive income ) ) 35 (610) ) (575) (575)
Total comprehensive income for (1,583)
the year - - (2,008) 35 (610) - (575) '
General reserve (10% of after tax
profit) - - 1,008 - - (1,008) (1,008) -
Balance at 31 December 2024 6,700 6,438 12,833 89 (1,381) 840 (452) 25,519
Balance at 1 January 2025 6,700 6,438 12,833 89 (1,381) 840 (452) 25,519
Opening adjustment ) ) 1 Q) 1) 2) 1)
Profit (loss) for the year ) - 2,807 - ) 2,807
Other comprehensive income ) - 38 916 - 954 954
Total comprehensive income for ) 2.807 38 916 ) 954 3761
the year -
General reserve (10% of after tax )
profit) - - (281) - 281 281 -
Balance at 31 December 2025 6,700 6,438 15,360 126 (465) 1,120 781 29,279

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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STANDALONE STATEMENT OF CASH FLOWS

The below statement of cash flows should be read in conjunction with the accompanying notes.

For the year ended 31 December 2025

In millions of Hungarian Forint Notes 2025 2024

Cash flows from operating activities

Profit before income tax 3,672 (257)

Adjustments:
Credit impairment losses and provisions 9 (1,756) 6,145
Depreciation of property, plant and equipment 21 1,034 1,186
Amortisation of intangible assets and other assets 22 106 124
Interest accrual change from financial investments 20 (39) (35)
Interest expense paid on financing activities 6 71 72
Other non-cash items included in profit before tax (3,929) 5,627

Net changes in operating assets and liabilities:
Net (increase) / decrease in due from and placements with and loans

to banks and other financial institutions 16 35,019 (132,352)
Net (increase) /decrease in loans and advances to customers 17 (4,227) (26,487)
Net (increase) / decrease in other assets 25 1,428 (5,623)
Net increase / (decrease) in due to banks and other financial institutions 26 24,116 109,723
Net increase / (decrease) in due to customers 27 (56,307) 41,913
Net increase / (decrease) in other liabilities 29 4,796 2,587
Income tax paid (1,071) (360)
Net cash from/(used in) operating activities 2,913 2,263

Cash flows from investing activities

Interest income received from financial investments 20 133 147
Proceeds from disposal/maturity of financial investments 20 3,298 2,420
Purchase of property, plant and equipment 21 (1,566) (204)
Purchase of intangible assets 22 (334) (64)
Purchase of financial investments 20 (3,204) (2,079)
Net cash inflow / outflow from investing activities (1,673) 220
In millions of Hungarian Forint Notes 2025 2024
Cash flow from financing activities

Cash payments for the principal portion of lease liabilities 23 (805) (933)
Interest paid on subordinated debt 6 (2,588) (2,866)
Net cash from/(used in) financing activities (3,393) (3,799)
Effect of exchange rate changes on cash and cash equivalents 15 (413) 505
Net increase/(decrease) in cash and cash equivalents (2,566) (811)
Cash and cash equivalents at the beginning of the year 15 59,014 59,825
Cash and cash equivalents at the end of the year 15 56,448 59,014
Operational cash flows from interest and dividend 7,506 7,176

Included within cash flows from operating activities:
Interest received 22,287 28,235
Interest paid 14,781 21,059
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*Notes to the Statements of Cash flows

In millions of Hungarian Forint 2025 2024
Foreign exchange differences of Liabilities from financing activities (3,704) 4,097
Foreign exchange differences of Leases (139) 113
Other (86) 1,417
Total other non-cash items included in profit before tax (3,929) 5,627
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BANK OF CHINA (CEE) LTD.
Notes to the Standalone Financial Statements — 31 December 2025

1. Introduction

As the first financial institution established by Bank of China in Central Europe, Bank of China (CEE) Ltd. opened
officially on February 10, 2003, after a very short and efficient preparation period.

Hungary and China have a long history of trade and economic cooperation although far away from each other, and
have established a profound friendship cherished by both countries. China and Hungary are complementary in many
areas of economic development. Hungary, with its advantageous geographic position in the central part of Europe is a
member of the European Union, which enables it to play a more significant role in the economic and trade development
between China and Hungary, as well as China and Europe. The prospects of cooperation between the two countries
are sure to be prosperous. With full support from Bank of China Head Office, Bank of China (CEE) Ltd. will prudently
expand its business scope in compliance with laws and regulations, and seize opportunities in the regional market and
Sino-Hungarian trade.

Bank of China (CEE) Ltd focuses its business on all kinds of primary banking products, including deposit, remittance,
loan and credit, trade finance, international settlement and treasury businesses.

These standalone financial statements (‘financial statements’) have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as adopted by the EU for the year ended 31 December 2025 for Bank of China
(CEE) Ltd., and they have been prepared in accordance with the supplementary requirements of Act C of 2000 on
Accounting (“Accounting Act’) relevant for the annual financial statements prepared in accordance with IFRS as
adopted by the EU.

According to Hungarian Regulation (Act C of 2000 on Accounting, paragraph 177 (55)), from 1 January 2018, Bank of
China (CEE) Ltd. (the "Bank”) prepares standalone financial statements according to International Financial Reporting

Standards (IFRS) issued by the International Accounting Standards Board (IASB) as adopted by the European Union.

The Bank’s Hungarian name is Bank of China (K6zép-Kelet-Eurdpa) Zartkérlen M{ikédé Részvénytarsasag. The
Bank’s short name in English: Bank of China (CEE) Ltd. referred to as “Bank”. The Headquarters of the Bank is 1051
Budapest, Jozsef Nador tér 7. The Bank’s professional supervisory authority is the National Bank of Hungary, the
statutory auditor company is the Ernst & Young Koénywvizsgald Kft. (1132 Budapest, Vaci Gt 20.), the person
responsible for the audit is Szépfalvi Zsuzsanna (registration number: MKVK-005313).

The person responsible for preparing the financial statements is Térmeg Laszlé (registration number: 194816).
The financial year for the Bank is: 1 January — 31 December.

The legal form of the Bank is Single-member Limited Company, the country of incorporation is Hungary.

In Budapest, the Bank provides services to its customers at the headquarters.

In 2015 the Bank established foreign branches in Austria and Czech Republic. Then in 2019 a branch was established

in Romania, however the Bucharest Branch started its operation in 2020 only:

o Prague Branch: na Florenci 2116 / 15, Praha 1- Nové Mésto, 110 00,
o Vienna Branch: Schottenring 18, 1010 Wien,

11
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o Bucharest Branch: Sectorul 1, Piata Presei Libere, Nr 3-5, Turnul De Sud Al Cladirii City Gate, Etaj

11, Bucharest.

On 24 May 2022, Bank of China (Europe) S.A. became the sole shareholder of the Bank by acquiring 100% direct

ownership interest in the Bank from Bank of China Limited.

The Bank is consolidated in the Financial Statements prepared by Bank of China Ltd. (China 100818, Beijing

Fuxingmen Nei Daije 1.)

Registered address and place of business

The Bank’s registered address is: Jozsef Nador tér 7, Budapest.

Presentation currency

These financial statements are presented in Hungarian Forints (million HUF), unless otherwise stated.

2. Operating Environment of the Bank
In 2025, Hungary’s economic environment continued to present a mixed picture; however, compared to 2024, a
moderate degree of stabilization was observed. Economic performance remained significantly influenced by the
international economic environment, particularly developments in the European economy and ongoing geopolitical

tensions.

The Hungarian economy expanded at a modest pace in 2025, with gross domestic product (GDP) growth remaining at
a relatively low level. Economic growth was primarily supported by domestic demand, especially the expansion of
household consumption, which was driven by rising real wages and moderating inflation.

Inflation stabilized at a lower level during 2025, contributing to improved predictability in the economic environment. At
the same time, price pressures persisted in certain sectors, particularly in services.

Investment activity remained subdued overall in 2025. Although a slight recovery was observed during the year, the
volume of investments remained below the levels seen in previous years. This was mainly due to the uncertain

economic environment, financing conditions, and the limited availability of external funding sources.

Industrial production showed mixed performance, while the services sector continued to be one of the key drivers of

economic growth. External demand continued to have a significant impact on export-oriented industries.

The labor market remained stable, with employment levels staying high, while the pace of wage growth moderated

during the year.

Overall, Hungary’s economy showed signs of stabilization in 2025; however, economic growth remained moderate,
and structural challenges—particularly subdued investment activity and continued dependence on the external

environment—remained key influencing factors.
The Central Bank base rate remained unchanged in 2025, staying at 6,5%.

According to the 197/2022. (VI1.4). Government Decree on extraprofit taxes, the Bank paid the windfall taxes in the

amount of M HUF 369 and recognized them as expenses for 2025.

12
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3. Material Accounting Policies
The significant accounting policies adopted in the preparation of these financial statements are summarized below.

Basis of Preparation

These financial statements have been prepared in accordance with the International Financial Reporting Standards
(“IFRS”) and interpretations issued by the IFRS Interpretations Committee (IFRS IC) as adopted in the European Union
(EV), under the historical cost convention, as modified by the initial and the subsequent measurement of financial
instruments based on fair value and financial instruments categorized at fair value through profit and loss. The financial
statements comply with IFRS as issued by the International Accounting Standards Board (IASB). The preparation of
the financial statements in conformity with IFRS legislates the use of certain critical accounting estimates and requires
management to exercise judgments in the process of applying the Bank's accounting policies. The principal accounting
policies applied in the preparation of these financial statements are set out below. These policies have been consistently
applied to all the periods presented, unless otherwise stated.

Basis of Consolidation

The Bank took the advantage of the exemption from preparing consolidated financial statements.
Accrual basis of accounting

Financial statements are prepared using the accrual basis of accounting, except for cash flow information. Revenue
and costs are recognized as they are earned or incurred under the accruals basis of accounting, rather than when the
cash is received or paid.

Comparative information

The Bank presents comparative information in respect of the preceding period for all amounts reporting in the current
period’s financial statements. This includes comparative information for narrative and descriptive information if it is
relevant to understanding the current period’s financial statements. The Bank generally presents 2 Statements of
Financial Position, 2 Statements of Profit or Loss and Other Comprehensive Income, 2 Cash Flow Statements and 2
Statements of Changes in Equity and related notes. Besides the above mentioned, an opening balance sheet is
required where the Bank applies a change in accounting policy retrospectively, makes a retrospective restatement of
items, or reclassifies items in its financial statements, and this has a material effect on the information in the balance

sheet at the beginning of the preceding period.
Consistency of presentation

Generally the Bank retains the presentation and classification of items in the financial statements from one period to

the next, unless:

e itis apparent, following a significant change in the nature of the Bank’s operations, that another presentation
or classification provides relevant and more reliable information; or

e an IFRS requires a change in presentation.

The Bank can only change its presentation if the new presentation is an improvement on the previous presentation.

13



BANK OF CHINA (CEE) LTD.
Notes to the Standalone Financial Statements — 31 December 2025

Materiality

The Bank defines materiality level, generally as 1 % of the total balance sheet. Errors over 3,000,000,000 HUF are
considered material. However on a case by case basis management might decide that lower materiality or adjustment
in the disclosure is required. These decisions will be documented as standalone management decisions.. The errors
are considered material and significant if the total of all errors (whether negative or positive) for a given financial year

and the impacts thereof - increasing or decreasing the profit or loss or the equity - exceeds five hundred million forints.
The following items qualify as material, regardless of their individual size:

» A transaction or adjustment that takes an entity from having net current assets to net current liabilities, and vice
versa.

» A transaction or adjustment that masks a change in earnings or other trends.

» A transaction or adjustment that affects an entity's compliance with loan covenants or other contractual
requirements.

Cash flow statements

For the purpose of the Statement of Cash Flows, cash and cash equivalents consist of cash in hand, cheques and
nostro account balances including mandatory reserve deposits with Central Bank, net of outstanding bank overdrafts
(if any). The Bank elects to prepare the Statement of Cash Flows using the indirect method for operating activities.

The payments or receipts presented in the statement of cash flows represent transfers of cash and cash equivalents
by the Bank, including amounts charged or credited to current accounts of the Group’s counterparties held with the
Bank, such as loan interest income or principal collected by charging the customer’s current account or interest
payments or disbursement of loans credited to the customer’s current account, which represents cash or cash

equivalent from the customer’s perspective.

IFRS 9 Financial Instruments
Financial instruments — Key measurement terms

Fair value:The Bank considers a market for a particular financial instrument as active if trades in the instrument occur

on more than 90% of the trading days.

The fair value of a financial instrument traded in an active market is measured as the product of the quoted price for
the individual asset or liability and the quantity held by the entity. This is the case even if a market’'s normal daily trading
volume is not sufficient to absorb the quantity held and placing orders to sell the position in a single transaction might

affect the quoted price.

The quoted market price used to value financial assets is the current bid price; the quoted market price for financial

liabilities is the current ask price.

Valuation techniques such as discounted cash flow models or models based on recent arm’s length transactions or

consideration of financial data of the investees are used to measure fair value of certain financial instruments for which

14
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external market pricing information is not available. Fair value measurements are analysed by level in the fair value

hierarchy as follows:
(i) level one (Level 1) are measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities,

(i) level two (Level 2) measurements are valuations techniques with all material inputs observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices), and

(i) level three (Level 3) measurements are valuations not based on solely observable market data (that is, the

measurement requires significant unobservable inputs).

The Bank uses the valuation techniques commonly used by market participants to price financial instruments and
techniques which have been demonstrated to provide reliable estimates of prices obtained in actual market
transactions. The Bank makes use of all factors that market participants would consider in setting a price, and
incorporates these into its chosen valuation techniques and tests for validity using prices from any observable current

market transactions in the same instruments.

Whenever possible these models use observable market inputs and data including, for example, interest rate yield
curves, foreign currency rates and option volatilities. The results of using valuation techniques are calibrated against

industry practice and observable current market transactions in the same or similar instruments.

The Bank assesses assumptions and estimates used in valuation techniques including review of valuation model
assumptions and characteristics, changes to model assumptions, the quality of market data, whether markets are active
or inactive, other fair value adjustments not specifically captured by models and consistency of application of techniques
between reporting periods as part of its normal review and approval processes.

Valuation techniques are validated and periodically reviewed.

For purchased or originated credit-impaired (POCI) financial assets, assets that are credit-impaired at initial recognition,
the Bank calculates the credit-adjusted effective interest rate, which is calculated based on the amortised cost of the
financial asset instead of its gross carrying amount and incorporates the impact of expected credit losses in estimated

future cash flows.

The effective interest rate discounts cash flows of variable interest instruments to the next interest repricing date, except
for the premium or discount which reflects the credit spread over the floating rate specified in the instrument, or other
variables that are not reset to market rates. Such premiums or discounts are amortised over the whole expected life of
the instrument. The present value calculation includes all fees paid or received between parties to the contract that are

an integral part of the effective interest rate.

When the Bank revises the estimates of future cash flows, the carrying amount of the respective financial assets or
financial liability is adjusted to reflect the new estimate discounted using the original effective interest rate. Any changes

are recognised in profit or loss.

15
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Initial recognition of financial instruments

Derivative financial assets and derivative financial liabilities are recognised when the entity becomes a party to the

contractual provisions of the instrument, other financial instruments are recognised on the settlement date.

Trading securities, derivatives and other financial instruments at fair value through profit or loss are initially recorded at
fair value and transaction costs are expensed in the income statement. For all financial assets and financial liabilities
not carried at fair value through profit or loss, financial assets are initially recognised at fair value together with

transaction costs and financial liabilities are initially recognised at fair value net of transaction costs.

Fair value at initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition (Day 1
gain or loss) is only recorded if there is a difference between fair value and transaction price which can be evidenced
by other observable current market transactions in the same instrument or by a valuation technique whose inputs

include only data from observable markets.

When the fair value of financial assets and liabilities differs from the transaction price on initial recognition, the entity
recognises the difference as follows:

(a) When the fair value is evidenced by a quoted price in an active market for an identical asset or liability (i.e. a Level
1 input) or based on a valuation technique that uses only data from observable markets, the difference is recognised

as a gain or loss.

(b) In all other cases, the difference is deferred and the timing of recognition of deferred day one profit or loss is
determined individually. It is either amortised over the life of the instrument, deferred until the instrument’s fair value

can be determined using market observable inputs, or realised through settlement.

Classification and subsequent measurement of financial assets

The Bank classifies its financial assets according to the following IFRS 9 measurement categories:
« Fair value through profit or loss (FVPL);

« Fair value through other comprehensive income (FVOCI); or

» Amortised cost.

The classification requirements for debt and equity instruments are described below:

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s perspective, such
as loans, government and corporate bonds and trade receivables purchased from clients in factoring arrangements

without recourse.

Classification and subsequent measurement of debt instruments depend on:

(i) the Bank’s business model for managing the asset (“Business model assessment”); and

(i) the cash flow characteristics of the asset (“SPPI test” — solely payment of principal and interest).

Based on these factors, the Bank classifies its debt instruments into one of the following three measurement categories:

16
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Amortised cost: Interest income from these financial assets is included in ‘Interest income using EIR method’.

Fair value through other comprehensive income (FVOCI): When the financial asset is derecognised, the cumulative
gain or loss previously recognised in OCI is reclassified from equity to profit or loss and recognised in ‘Net Investment
income’. Interest income from these financial assets is included in ‘Interest income’ using the effective interest rate

method.

Fair value through profit or loss: A gain or loss on a debt investment that is subsequently measured at fair value
through profit or loss and is not part of a hedging relationship is recognised in profit or loss and presented in the profit
or loss statement within ‘Net trading income’ in the period in which it arises, unless it arises from debt instruments that
were designated at fair value or which are not held for trading, in which case they are presented separately in ‘Net

investment income’. Interest income from these financial assets is included in ‘Other interest income’

Business model: Factors considered by the Bank in determining the business model for a group of assets include past
experience on how the cash flows for these assets were collected, how the asset’'s performance is evaluated and

reported to key management personnel, how risks are assessed and managed and how managers are compensated.
The Bank annually reviews its business model assessment.

SPPI: Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows
and sell, the Bank assesses whether the financial instruments’ cash flows represent solely payments of principal and
interest on the principal outstanding. In making this assessment, the Bank considers whether the contractual cash flows
are consistent with a basic lending arrangement i.e. interest includes only consideration for the time value of money,
credit risk, other basic lending risks and a profit margin that is consistent with a basic lending arrangement. Where the
contractual terms introduce exposure to risk or volatility that are inconsistent with a basic lending arrangement, the
related financial asset is classified and measured at fair value through profit or loss.

The Bank measures ‘Loans and advances to banks and other financial institutions’, Loans and advances to

customers’ and ‘Investment securities’ at amortised cost only if both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in order to
collect contractual cash flows,

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely

payments of principal and interest (SPPI) on the principal amount outstanding.

All the debt financial instruments presented in these financial statements are classified as measured at amortised cost.

The Bank reclassifies debt investments when and only when its business model for managing those assets changes.
The reclassification takes place from the start of the first reporting period following the change. Such changes are

expected to be very infrequent.

The Bank may also irrevocably designate financial assets at fair value through profit or loss if doing so significantly
reduces or eliminates a mismatch created by assets and liabilities being measured on different bases. The Bank

currently does not apply the fair value option for financial assets.
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Equity instruments: The Bank subsequently measures all equity investments at fair value through profit or loss, except
where the Bank’s management has elected, at initial recognition, to irrevocably designate an equity investment at fair
value through other comprehensive income. The Bank’s policy is to designate equity investments as FVOCI when those
investments are held for purposes other than to generate investment returns. When this election is used, fair value
gains and losses are recognised in OCI and are not subsequently reclassified to profit or loss, including on disposal.
Impairment losses (and reversal of impairment losses) are not reported separately from other changes in fair value.
Dividends, when representing a return on such investments, continue to be recognised in profit or loss as other income

when the Bank’s right to receive payments is established.

Gains and losses on equity investments at FVPL are included in the ‘Net trading income’ line in the statement of profit
or loss.

Modification of loans: in case the Bank renegotiates or otherwise modifies the contractual cash flows of loans to
customers, the Bank assesses whether or not the new terms are substantially different to the original terms. The Bank
does this by considering, among others, the following factors:

e If the borrower is in financial difficulty, whether the modification merely reduces the contractual cash flows to
amounts the borrower is expected to be able to pay.
e Whether any substantial new terms are introduced, such as a profit share/equity-based return that
substantially affects the risk profile of the loan.
e Significant extension of the loan term when the borrower is not in financial difficulty.
e Significant change in the interest rate.
e Change in the currency the loan is denominated in.
e Insertion of collateral, other security or credit enhancements that significantly affect the credit risk associated
with the loan.
If the terms are substantially different, the Bank derecognises the original financial asset and recognises a ‘new’ asset
at fair value and recalculates a new effective interest rate for the asset. The date of renegotiation is consequently
considered to be the date of initial recognition for impairment calculation purposes, including for the purpose of
determining whether a significant increase in credit risk has occurred. However, the Bank also assesses whether the
new financial asset recognised is deemed to be credit-impaired at initial recognition, especially in circumstances where
the renegotiation was driven by the debtor being unable to make the originally agreed payments. Differences in the
carrying amount are also recognised in profit or loss as a gain or loss on derecognition.

If the terms are not substantially different, the renegotiation or modification does not result in derecognition, and the
Bank recalculates the gross carrying amount based on the revised cash flows of the financial asset and recognises a
modification gain or loss in profit or loss. The new gross carrying amount is recalculated by discounting the modified
cash flows at the original effective interest rate (or credit-adjusted effective interest rate for purchased or originated

credit-impaired financial assets).
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Derecognition other than on a modification: financial assets or a portion thereof, are derecognised when the
contractual rights to receive the cash flows from the assets have expired, or when they have been transferred and

either:

e the Bank transfers substantially all the risks and rewards of ownership, or
e the Bank neither transfers nor retains substantially all the risks and rewards of ownership, but the Bank has
not retained control.
Control is retained if the counterparty does not have the practical ability to sell the asset in its entirety to an unrelated

third party without needing to impose restrictions on the sale.

The Bank enters into transactions where it retains the contractual rights to receive cash flows from assets but assumes
a contractual obligation to pay those cash flows to other entities and transfers substantially all of the risks and rewards.
The Bank treats the transaction as a transfer of a financial asset if, and only if, all of the following three conditions are

met :

e Has no obligation to make payments unless it collects equivalent amounts from the assets;
e Is prohibited from selling or pledging the assets; and

e Has an obligation to remit any cash it collects from the assets without material delay.

Collateral (shares and bonds) furnished by the Bank and under standard repurchase agreements and securities lending
and borrowing transactions are not derecognised because the Bank retains substantially all the risks and rewards on
the basis of the predetermined repurchase price, and the criteria for derecognition are therefore not met. This also
applies to certain securitisation transactions in which the Bank retains a subordinated residual interest.

Classification and subsequent measurement of financial liabilities
The Bank classifies its financial liabilities according to the following IFRS 9 measurement categories:

e  Amortised cost or

e  Fair value through profit or loss (FVPL).

In most cases the Bank classifies its financial liabilities as subsequently measured at amortised cost, except for:

Financial liabilities at fair value through profit or loss: this classification is applied to derivatives and financial liabilities

held for trading (e.g. short positions in the trading booking, if any).

The Bank does not designate other financial liabilities at fair value through profit or loss due to accounting mismatch at

initial recognition.

Gains or losses on financial liabilities designated at fair value through profit or loss are presented partially in other
comprehensive income (the amount of change in the fair value of the financial liability that is attributable to changes in
the credit risk of that liability, which is determined as the amount that is not attributable to changes in market conditions
that give rise to market risk) and partially profit or loss (the remaining amount of change in the fair value of the liability).
This is unless such a presentation would create, or enlarge, an accounting mismatch, in which case the gains and

losses attributable to changes in the credit risk of the liability are also presented in profit or loss;
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e Financial liabilities arising from the transfer of financial assets which did not qualify for derecognition, whereby
a financial liability is recognised for the consideration received for the transfer. In subsequent periods, the
Bank recognises any expense incurred on the financial liability; and

»  Financial guarantee contracts and loan commitments.

Derecognition of financial liabilities. Financial liabilities are derecognised when they are extinguished (i.e. when the

obligation specified in the contract is discharged, cancelled or expires).

The exchange between the Bank and its original lenders of debt instruments with substantially different terms, as well
as substantial modifications of the terms of existing financial liabilities, are accounted for as an extinguishment of the
original financial liability and the recognition of a new financial liability. The terms are substantially different if the
discounted present value of the cash flows under the new terms, including any fees paid net of any fees received and
discounted using the original effective interest rate, is at least 10% different from the discounted present value of the
remaining cash flows of the original financial liability. In addition, other qualitative factors, such as the currency that the
instrument is denominated in, changes in the type of interest rate, new conversion features attached to the instrument
and change in covenants are also taken into consideration. If an exchange of debt instruments or modification of terms
is accounted for as an extinguishment, any costs or fees incurred are recognised as part of the gain or loss on the
extinguishment. If the exchange or modification is not accounted for as an extinguishment, any costs or fees incurred
adjust the carrying amount of the liability and are amortised over the remaining term of the modified liability

Impairment of financial assets

The Bank assesses on a forward-looking basis the expected credit losses (‘ECL’) associated with its debt instrument
assets carried at amortised cost and FVOCI and with the exposure arising from loan commitments and financial
guarantee contracts. The Bank recognises a loss allowance for such losses on a daily basis. The measurement of ECL
reflects:

e Anunbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;
e  The time value of money; and
e Reasonable and supportable information that is available without undue cost or effort at the reporting date

about past events, current conditions and forecasts of future economic conditions.

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVOCI is
an area that requires the use of complex models and significant assumptions about future economic conditions and
credit behaviour (e.g. the likelihood of customers defaulting and the resulting losses).
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A number of significant judgements are also required in applying the accounting requirements for measuring ECL, such

as:

e Determining criteria for significant increase in credit risk;

e Choosing appropriate models and assumptions for the measurement of ECL;

e Establishing the number and relative weightings of forward-looking scenarios for each type of product/market
and the associated ECL; and

e Establishing groups of similar financial assets for the purposes of measuring ECL.

Forward-looking adjustments

In accordance with the requirements of IFRS9, ECL calculation should be processed by forward-looking adjustments,

which takes into account the impact of future macroeconomic changes on expected credit losses.

The systematic factor
The construction of the systematic factor incorporates the multi-dimensional macroscopic risk factors based on the
country rating system and the risk indicators for different countries/regions on the basis of the scorecard model.
Step 1: Construction of the macroscopic risk forward-looking factors
In accordance with the country rating system, the predicted values of four macroscopic indicators, i.e., national
economic output, inflation, employment and the stability of monetary policy, are selected as the macroeconomic
forward-looking factors. Furthermore, the economic implications of the four factors are analyzed. Moreover, in
accordance with the weight configuration in the country rating system, the factor coefficients are set based on the
proportion of each factor (using GDP as the baseline) and the linear combination of the macroscopic indicators is
constructed.
Step 2: Acquisition of the predicted values of the macroscopic indicators and their data processing
The predicted values of the macroscopic indicators generated by the above-mentioned method should undergo data
processing.
Step 3: Construction of the asset quality characteristic factor
The asset quality of each group is determined by the average banking industry NPL ratio of the group. The adjustment
coefficient X = - EXP (the average banking industry NPL ratio of each group). The EXP transformation is used in the
construction of the inter-group asset quality characteristic factor to reflect the overall banking industry risk performance
of each group.
Step 4: Construction of the final systematic factor
Systematic factor = 1 x the year-on-year GDP growth rate - 0.4 x the unemployment rate - 0.3 x inflation index - 0.4 x
the standard deviation of monetary policy rate — EXP (the average banking industry NPL ratio of each group)
The corresponding country/region of a selected indicator is determined by the administrative authority of the branch
that the indicator is applied.

Measurement of the forward-looking adjustment factors
The predicted values of the systematic factor are substituted into the Merton model to generate the PD values in
different scenarios of macroeconomic prediction. The formula of the Merton model is as follows:
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PDforward

— N <N_1(PDPiT) - Zforward\/ﬁ)
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where Zforward is the forward-looking adjustment Z factor based on the prediction of the future macroeconomic

status.

Prediction of Macroeconomic Indicators and Multi-Scenario Weight Calculation
Considering the differences between the macroscopic environments and market situations in the face of different Bank
of China Group (the Group) overseas branches, differentiated models are established, with the aim of accurately
estimating the ECL and satisfying the management demands.
The determination of the grouping criteria gives weight to both the Group’s own data and the external rating indicators.
Based on the Group’s country rating system and the IMF’s division of regional development degrees, the grouping rules
are formulated, by which all the release branches are divided into three levels. Furthermore, based on the actual
regional risk profile of each overseas release branch of the Bank, the following grouping of the oversea branches’
forward-looking models is formulated.
The source of the rated regional development degrees is the IMF’s officially released data.

Macroeconomic indicators and predicted values
The Group has not realized the internal prediction or modeling prediction of the future trends of the macroeconomic
indicators for foreign countries/regions, so the indicators still adopt the prediction data released by the IMF.

The predicted values of macroeconomic indicators and multi-scenario configuration
The overseas multi-scenario scheme incorporates four scenarios, i.e., the baseline scenario, the optimistic scenario,
the adverse scenario, and the extremely adverse scenario.
Historical data and predicted values of the indicators within the above-mentioned four dimensions from the IMF’s
database are selected. Then, for example, the value of GDP is adjusted in terms of standard deviations within the range
of [-1, +0.5] for the extremely adverse, adverse and optimistic scenarios, respectively, based on its historical average
and historical standard deviation. Afterwards, the adjusted values are substituted into the historical standard normal
distribution function to generate the accumulative value of the distribution function. In addition, the economic
implications of some scenario indicators of unemployment rate and inflation - average consumer price index need to
be calibrated.
As for the scenario weight configuration, first, the global GDP growth rate is adopted as the main factor of weight
configuration, and its historical average and standard deviation are calculated to determine the effective distribution
interval of the predicted value;
Second, according to the global GDP prediction level, the predicted value in the baseline scenario is set to be the
maximum score, the boundary value of predicted distribution is set to be the minimum score, and the linear interpolation
method is used to calculate the score of the predicted values in the other three scenarios;
Third, the multi-scenario weight configuration is determined according to the average score of the predicted value of
global GDP in different scenarios;
Fourth, the differentiated adjustment from the basic weight beyond groups is conducted to reflect the differences in risk
profile between countries with different development degrees.
Countries/regions in Group 1 are major global economies, which have an enormous contribution to the global GDP, so
their weights are set to be consistent with the rounded results mentioned above. Moreover, since the development
degrees of countries/regions in Groups 2 and 3 have more negative uncertainty, so the weights in the optimistic
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scenario of Groups 2 and 3 can be moderately reduced, while those in other scenarios can be moderately elevated.
Meanwhile, considering that the regulatory authorities of all countries/regions are gradually enacting detailed rules and
guidelines for multi-scenario schemes, in case that there are specific regulatory requirements, the corresponding

branch should undergo targeted adjustment in compliance with the local regulatory requirements.

According to IFRS 9 the Bank uses a three-stage model for impairment based on changes in credit quality since initial

recognition.

e Afinancial instrument that is not credit-impaired on initial recognition is classified as Stage 1 and has its credit
risk continuously monitored by the Bank.

e If a significant increase in credit risk since initial recognition is identified, the financial instrument is moved to
Stage 2, but is not yet deemed to be credit-impaired.

e If the financial instrument is credit-impaired, the financial instrument is then moved to Stage 3.

e Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of lifetime
expected credit losses that result from default events possible within the next 12 months.

e Instruments in Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime bases.

e Purchased or originated credit-impaired financial assets are those financial assets that are credit-impaired on
initial recognition. Their ECL is always measured on a lifetime basis.

Based on the formula derivation results for ECL models, the formula for calculating the expected credit loss (ECL) for
the Bank:

ECL = Y, ECL(t) = X EXP(t) - DF(t) - PD(t) - LGD(t)
Factors in the above formula are defined below:

e t: time point of repayment during the lifetime.

o EXP(t): the monetary value of overdue cash flows (principal + interest) as at time point t discounted to time
point t, i.e. residual outstanding principal at time point t. In the case of off-balance-sheet business, multiply
EXP(t) by the utilization ratio.

e DF(t): The discount factor used to discount EXP(t) to the reporting date (the time point when t=0).

¢ PD(t): Marginal probability of default between time point t-1 and time point t.

e LGD(t): Loss given default at time t.

ECL(t): Expected credit loss at each time point of repayment during the lifetime.

The model applied for expected credit loss calculation as well as the triggers for significant increase in credit risk were

not changed during the reporting period of 2025. The macroeconomic parameters were reviewed.

If the terms of an impaired financial asset held at amortised cost are renegotiated or otherwise modified because of
financial difficulties of the borrower or issuer, expected credit loss is measured using the original effective interest rate

before the modification of terms.
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Expected credit losses are always recognised through an allowance account to write down the asset’s carrying amount
to the present value of expected cash flows discounted at the original effective interest rate of the asset. For financial
assets with variable interest rate, the discount rate for measuring any impairment loss is the current effective interest
rate determined under the contract. The calculation of the present value of the estimated future cash flows of a
collateralised financial asset reflects the cash flows that may result from foreclosure less costs for obtaining and selling
the collateral, whether or not foreclosure is probable.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the
previously recognised impairment loss is reversed by adjusting the allowance account through profit or loss for the
year. The reversal shall not result in a carrying amount of the financial asset that exceeds what the amortised cost

would have been had the impairment not been recognised at the date the impairment is reversed.

The Bank writes off financial assets, in whole or in part, when it has exhausted all practical recovery efforts and has
concluded there is no reasonable expectation of recovery. Indicators that there is no reasonable expectation of recovery
include:

e ceasing enforcement activity and
e where the recovery method is foreclosing on collateral and the value of the collateral is such that
there is no reasonable expectation of recovering in full.
Uncollectible assets are written off against the related impairment loss provision after all the necessary procedures to
recover the asset have been completed and the amount of the loss has been determined. Subsequent recoveries of
amounts previously written off are credited to impairment loss account in profit or loss for the year.

The Bank as lessee

The leases recorded on the balance sheet are principally in respect of real estates and vehicles. Leases are recognised
as a right-of-use asset and a corresponding liability. The Bank recognizes right-of-use assets at the commencement
date of the lease. Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease liabilities. Right-of-use assets are measured at cost comprising the

following:

« the amount of the initial measurement of lease liability;
+ any lease payments made at or before the commencement date less any lease incentives received;
+ any initial direct costs, and

* restoration costs.

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful

lives of the assets.

At the commencement date of the lease, the Bank recognizes lease liabilities measured at the present value
of lease payments to be made over the lease term. Each lease payment is allocated between the liability and finance
cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of

interest on the remaining balance of the liability for each period.
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Lease liabilities include the net present value of the following lease payments:

« fixed payments (including in-substance fixed payments), less any lease incentives receivable;

* variable lease payment that are based on an index or a rate;

* amounts expected to be payable by the lessee under residual value guarantees;

» the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

« payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

In determining the lease term, management of the Bank considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods after
termination options) are only included in the lease term if the lease is reasonably certain to be extended (or not

terminated).

The Bank as lessee elects not to separate lease and non-lease components and instead accounts for both as if it were

one lease component.

The assessment is reviewed if a significant event or a significant change in circumstances occurs which affects this
assessment and that is within the control of the lessee.

3.1 Specific items of Statement of Financial Position
Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value and with a maturity of three months or less. Cash and cash equivalents include
cash in hand (in HUF and FX), electronic cash equivalents, cheques and nostro account balances including mandatory
reserve deposits with Central Bank. The classification of cash and cash equivalents for measurement purposes is
determined based on the same requirements as other financial assets. Therefore, an assessment of the business
model and SPPI criterion was performed based on the specific facts and circumstances. Based on the assessment the
business model is Hold to Collect and the SPPI test is met (e.g. as only a benchmark rate, or nil, interest is earned).

As a result, cash and cash equivalents are carried at amortised cost.
Due from other banks, cash deposits

Amounts due from other banks are recorded when the Bank advances money to counterparty banks with no intention
of trading the resulting unquoted non-derivative receivable due on fixed or determinable dates. Amounts due from other

banks are carried at amortised cost, because they meet the SPPI test and the related business model is Hold to Collect.
Loans and advances to customers

Loans and advances to customers are recorded when the Bank advances money to purchase or originate an unquoted
non-derivative receivable from a customer due on fixed or determinable dates, and has no intention of trading the
receivable. Loans and advances to customers, which meet the SPPI test and the related business model are Hold to
Collect, and are carried at amortised cost using the effective interest method. As at the concerned reporting dates, it

applies to the whole loan portfolio of the Bank.
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Repossessed collateral

Repossessed collateral represents financial and non-financial assets acquired by the Bank in settlement of overdue
loans (compensation for the loans’ principal and interest). Repossessed assets are initially recognised at fair value plus
related costs when acquired and included in premises and equipment, other financial assets, investment properties,
non-current assets held for sale or inventories within other assets depending on their nature and the Bank's intention
in respect of recovery of these assets, and are subsequently remeasured and accounted for in accordance with the
accounting policies for these categories of assets. When there are indicators that the recoverable amount is lower than

carrying amount, the carrying amount is written down immediately to its recoverable amount.

Where repossessed collateral results in acquiring control over a business, the business combination is accounted for
using the acquisition method of accounting with fair value of the settled loan representing the cost of acquisition.
Accounting policy for associates is applied to repossessed shares where the Bank obtains significant influence, but not
control. The cost of the associate is the fair value of the loan settled by repossessing the pledged shares.

Financial guarantee contracts and loan commitments

The Bank has the following financial guarantee contracts:

e payment guarantee: the obligation to pay arises if the recipient fails to meet its payment obligations.

Financial guarantee contracts are initially measured at fair value on the date the guarantee was given, which is
normally evidenced by the amount of fees received. Subsequent to initial recognition, at the end of each reporting

period, the financial guarantees are measured at the higher of:

» The amount of the loss allowance, calculated as described in the Impairment of financial assets section of the
Accounting policy, that is the best estimate of expenditure required to settle the commitment at the end of each reporting
period); and

» The amount recognised (fair value) on initial recognition less income recognised in accordance with the principles of
IFRS 15 (the remaining unamortised balance of the amount at initial recognition).

Any increase in the liability relating to guarantees is recognised in the income statement. These estimates are

determined based on experience of similar transactions, historical losses and by the judgement of management.

Loan commitments provided by the Bank are measured as the amount of the loss allowance (calculated as described
in the Impairment of financial assets section of the Accounting policy). The Bank has not provided any commitments to
provide loans at a below-market interest rate, or that can be settled net in cash or by delivering or issuing another

financial instrument.

For loan commitments and financial guarantee contracts, the loss allowance is recognised as a provision.
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Performance guarantees

Performance guarantees are initially recognised at their fair value, which is normally evidenced by the amount of fees
received. This amount is amortised on a straight-line basis over the life of the contract. At the end of each reporting
period, the performance guarantee contracts are measured at the higher of (i) the unamortised balance of the amount
at initial recognition and (ii) the best estimate of expenditure required to settle the contract at the end of each reporting
period, discounted to present value. Where the Bank has the contractual right to revert to its customer for recovering
amounts paid to settle the performance guarantee contracts, such amounts will be recognised as loans and receivables

upon transfer of the loss compensation to the guarantee’s beneficiary.

The Bank has the following performance guarantee contracts:

e quality guarantee: the obligation to pay arises if the client fails to deliver the goods in the appropriate
quality,

e advance payment guarantee: the obligation to pay arises if the contract is not performed,

e performance guarantee: the obligation arises when performance is not in accordance with the
contract.

Property and equipment

The Bank’s fixed assets comprise buildings, equipment and vehicles. When the costs attributable to the land cannot be
reliably measured and separated from that of the building at inception, the costs are included in the cost of properties
and buildings and recorded in “Property and equipment”. Assets purchased or constructed are initially measured at
acquisition cost or deemed cost, as appropriate. Such initial cost includes expenditure that is directly attributable to the
acquisition of the assets. Subsequent costs are included in an asset’s carrying amount, or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Bank and the cost of the item can be measured reliably. All other repairs and maintenance costs are charged to the

income statement during the financial period in which they are incurred.

Property and equipment are stated at cost less accumulated depreciation and provision for impairment, where

required.

Costs of minor repairs and day-to-day maintenance are expensed when incurred. Costs of replacing major parts or

components of premises and equipment items are capitalised, and the replaced part is retired.
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Depreciation

Land (when it can be separated from the cost of buildings) and construction in progress are not depreciated.
Depreciation on other items of property and equipment is calculated using the straight-line method to allocate their cost

to their residual values over their estimated useful lives:

Estimated useful lives Estimated residual value
Buildings / premises 50 years 20%
Electrical network / pipelines /
air conditioning / heating 25 years i
within buildings
IT equipment 3 years -
Other equipment 7 years -
Business vehicles 5 years 20%

] Shorter of useful life and the term -
Leasehold improvements )
of the underlying lease

The residual value of an asset is the estimated amount that the Bank would currently obtain from disposal of the asset
less the estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of its
useful life. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period. If during the review process it is established that residual values or useful lives are different from the
ones stated in the accounting policy above, a separate decision is prepared by management. These decisions will be
documented as separate management decisions. These changes are treated as changes in the accounting estimates
and are accounted prospectively.

Intangible assets

Intangible assets are identifiable non-monetary assets without physical substance, including computer software and
other intangible assets. Computer software and other intangible assets are stated at acquisition cost less accumulated
amortisation and impairment. These costs are amortised on a straight-line basis over their estimated useful lives with
the amortisation recognised in the income statement. The value of intangible assets is reviewed for impairment at each

financial reporting date.

The Bank’s intangible assets other than goodwill have definite useful lives and primarily include capitalised computer
software, other licenses and similar rights. Acquired computer software licences are capitalised on the basis of the

costs incurred to acquire and bring to use the specific software.

The intangible assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period. If during the review process it is established that residual values or useful lives are different from the
ones stated in the accounting policy above, a separate decision is prepared by management. These decisions will be
documented as separate management decisions. These changes are treated as changes in the accounting estimates

and are accounted prospectively.
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Directly attributable staff costs of the software development team and an appropriate portion of relevant overheads
which can be directly attributed to preparing the asset for use are capitalised as part of the software. All other costs
associated with computer software, e.g. its maintenance, are expensed when incurred. Capitalised computer software

is amortised on a straight-line basis over expected useful lives of 3 years.

Other licenses and similar rights are amortised on a straight-line basis over expected useful lives.

Impairment of non-financial assets

According to IAS 36, intangible assets with an indefinite useful life and goodwill are subject to impairment testing on
an annual basis or if there are indicators of impairment. Intangible assets with a finite useful life, property, plant and
equipment and investments measured at cost in standalone financial statements must be tested for impairment
whenever there is evidence of impairment indicators. If there is an impairment indicator, the Bank has to verify the

recoverability of their value.

Due to other banks

Amounts due to other banks are recorded when money or other assets are advanced to the Bank by counterparty
banks. The non-derivative liability is carried at amortised cost.

Customer accounts

Customer accounts are non-derivative liabilities to individuals, state or corporate customers and are carried at

amortised cost.

Derivative financial instruments

All derivative instruments are recognised as assets when fair value is positive, and as liabilities when fair value is
negative. Changes in the fair value of derivative instruments are included in profit or loss for the year (gains less losses

on derivatives). The Bank does not apply hedge accounting.

Income taxes

Income taxes have been provided for in the financial statements in accordance with legislation enacted or substantively
enacted by the end of the reporting period. The income tax charge comprises current tax and deferred tax and is
recognised in profit or loss for the year, except if it is recognised in other comprehensive income or directly in equity
because it relates to transactions that are also recognised, in the same or a different period, in other comprehensive

income or directly in equity.

Current tax is the amount expected to be paid to, or recovered from, the taxation authorities in respect of taxable profits
or losses for the current and prior periods. Taxable profits or losses are based on estimates if the financial statements
are authorised prior to filing relevant tax returns and any adjustment to tax payable in respect of previous years. Taxes

other than on income are recorded within administrative and other operating expenses.
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The Bank classifies its expenses for global minimum tax, local business tax and innovation contribution as Income tax.

Banking and extraprofit tax is reported in a standalone STATEMENT OF PROFIT OR LOSS line: “Banking tax and

extraprofit tax expense”.

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts for financial reporting

purposes.

Uncertain tax positions

The Bank’s uncertain tax positions are reassessed by management at the end of each reporting period. Liabilities are
recorded for income tax positions that are determined by management as more likely than not to result in additional
taxes being levied if the positions were to be challenged by the tax authorities. The assessment is based on the
interpretation of tax laws that have been enacted or substantively enacted by the end of the reporting period, and any
known court or other rulings on such issues. Liabilities for penalties, interest and taxes other than on income are
recognised based on management’s best estimate of the expenditure required to settle the obligations at the end of

the reporting period.

Provisions for liabilities and charges

Provisions for liabilities and charges are non-financial liabilities of uncertain timing or amount. They are accrued 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. Examples of provisions may include employee benefits and litigation. The amount initially

recognised as a provision should be the best estimate of the expenditure required to settle the present obligation.

Levies and charges, such as taxes other than income tax or regulatory fees based on information related to a period
before the obligation to pay arises, are recognised as liabilities when the obligating event that gives rise to pay a levy
occurs, as identified by the legislation that triggers the obligation to pay the levy. If a levy is paid before the obligating

event, it is recognised as a prepayment
Trade and other payables

Trade payables are accrued when the counterparty has performed its obligations under the contract and are carried at

amortised cost. Other payables include taxes payable and incoming / outgoing customer payments transit accounts.
General reserves

As per local legislation the Bank account for 10% of its after tax profit as general reserve. The use of the accumulated

reserve is limited to future losses from operations.
Share capital

Ordinary shares and non-redeemable preference shares with discretionary dividends are both classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from
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the proceeds. Any excess of the fair value of consideration received over the par value of shares issued is recorded as

share premium in equity.
Income and expense recognition

Interest income and expense for all interest-bearing financial instruments, except derivatives, are recognised on an
accruals basis within “Interest income” and “Interest expense” in the income statement using the effective interest

method. Interest income and expense for derivatives is recognised in “Net trading gains” in the income statement.

Fees integral to the effective interest rate include origination fees received or paid by the entity relating to the origination
or acquisition of a financial asset or issuance of a financial liability, for example fees for evaluating creditworthiness,
evaluating and recording guarantees or collateral, negotiating the terms of the instrument and for processing transaction

documents. In contracts with customers all of these origination fees are included under the term “upfront fee”.

Issuance fees as well as internal approval fees and management fees (related to factoring) also form part of the
effective interest rate assuming they arise only if the contract is signed. The same rules apply to letter of credit issuance

fees.

Coordination fees and arrangement (preparation) fees are part of the effective interest rate only if they are not related
to a separately identifiable service provided, being charged regardless of a signed contract.

Commitment fees received by the Bank to originate loans at market interest rates are integral to the effective interest
rate if it is probable that the Bank will enter into a specific lending arrangement and does not expect to sell the resulting
loan shortly after origination. The Bank does not designate loan commitments as financial liabilities at fair value through

profit or loss.

Supplemental fees (assuming they are payable on the available loan commitment) should not be part of the effective

interest rate, as they are related to the service of making the facility available for the debtor.

Legal fees are only part of the effective interest rate if they are not recharged expenses of the Bank. This also applies

to other transaction expenses, which are generally referred to as out-of-pocket expenses.
Banking charges are part of the effective interest rate only if they are not relating to a contingent event.

Enforcement costs are assumed to be costs of collecting outstanding loan receivables, which is a separate service,

therefore they are not part of the effective interest rate.

Agency commissions are received from within the BOC Group based on providing different services to other Group

members related to the loan portfolio of those other members, therefore they are not part of the effective interest rate.

Administration costs recharged to Bank of China Limited Magyarorszéagi Fidktelepe is recognised when the service is

provided and is presented among other income.

32



BANK OF CHINA (CEE) LTD.
Notes to the Standalone Financial Statements — 31 December 2025

Fee and commission income

The Bank earns fee and commission income from a diverse range of services it provides to its customers. For those
services that are provided over a period of time, fee and commission income is accrued over that period. For other
services, fee and commission income is recognised when the transactions are completed. Agency commission income
received for placing loans of other BoC entities/branches are invoiced, earned and accounted for quarterly based on

quarterly settlement with BoC entities/branches.

Functional currency

The functional currency of the operations of the Bank in Hungary is the currency of the primary economic environment
in which the entity operates: Hungarian forint (HUF). Items included in the financial statements of the Bank’s operations
in Austria, Czech Republic and Romania are measured using the currency of the primary economic environment in

which the branches operate.

The functional currencies of the Bank’s foreign branches are the following:

e Bank of China (CEE) Ltd. Prague Branch: Czech crown (CZK),
e Bank of China (CEE) Ltd. Vienna Branch: Euro (EUR),
e Bank of China (CEE) Ltd. Bucharest Branch: Romanian lei (RON).

The presentation currency of the Bank is the national currency of Hungary, Hungarian Forint (HUF). The figures of the
financial statements are presented in millions of HUF.

Foreign currency revaluation

Foreign currency transactions are measured into the functional currency using the exchange rates prevailing at the
dates of the transactions, or the exchange rates that approximate the exchange rates prevailing at the dates of the
transaction. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
revaluation of monetary assets and liabilities into each entity’s functional currency at year-end official exchange rates
of the National Bank are recognised in the income statement.

Revaluation at year-end rates does not apply to non-monetary items that are measured at historical cost.

Monetary assets and liabilities denominated in foreign currencies at the financial reporting date are translated at the
foreign exchange rates of the specific date using the national banks’ foreign exchange rates where the Bank or its
branches operate. Changes in the fair value of monetary securities denominated in foreign currency classified as
FVTOCI are analysed between revaluation differences resulting from changes in the amortised cost of the security and
other changes in the carrying amount of the security. Revaluation differences related to changes in the amortised cost
are recognised in the income statement, and other changes in the carrying amount are recognised in other
comprehensive income. Revaluation differences on all other monetary assets and liabilities are recognised in the

income statement.
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Non-monetary assets and liabilities that are measured at historical cost in foreign currencies are measured using the
foreign exchange rates at the date of the transaction. Non-monetary assets and liabilities that are measured at fair
value in foreign currencies are using the foreign exchange rates at the date the fair value is determined.

The results and financial position of the foreign branches that have a functional currency different from presentation currency

(HUF) are translated into the presentation currency as follows:

(i) assets and liabilities for each statement of financial position presented are translated at the closing rate at the end of

the respective reporting period;

(i) income and expenses for each income statement are translated at exchange rates at the date of the transactions, or a

rate that approximates the exchange rates of the date of the transaction;
(iii) components of equity are translated at balance sheet date rate; and

(iv) all resulting exchange differences are recognised in other comprehensive income as CTA (cumulative translation

adjustments).
The effect of exchange rate changes on cash and cash equivalents is presented individually in the statement of cash flows.
Fiduciary assets

In case the Bank acts as a custodian, trustee or in other fiduciary capacity, that result in its holding or placing of assets
on behalf of individuals, securities investment funds, social security funds, insurance companies, qualified foreign
institutional investors, annuity schemes and other customers. These assets are not included in the statement of financial
position of the Bank, as they are not assets of the Bank. Commissions received from fiduciary activities are shown in

fee and commission income.
Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when
there is a legally enforceable right to offset the recognised amounts, and there is an intention to either settle on a net

basis, or to realise the asset and settle the liability simultaneously. Such a right of set off:

(a) must not be contingent on a future event and

(b) must be legally enforceable in all of the following circumstances:
(i) in the normal course of business,
(i) the event of default and

(i) the event of insolvency or bankruptcy.
Staff costs and related contributions

Wages, salaries, contributions to the state pension and social insurance funds, paid annual leave and sick leave,
bonuses, and non-monetary benefits are accrued in the year in which the associated services are rendered by the

employees of the Bank, and are shown as Personnel expenses in the Statement of profit or loss. The Bank has no
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legal or constructive obligation to make pension or similar benefit payments beyond the payments to the statutory

defined contribution scheme.

Presentation of operating expenses

The Bank will present in the notes an analysis of operating expenses recognised in profit or loss using a classification

based on the nature of expenses.
Presentation of statement of financial position in order of liquidity

The Bank believes that based on IAS1 60 the presentation of its statement of financial position based on liquidity
provides information that is reliable and more relevant. Notes to the financial statements include a detailed analysis of

financial instruments by expected maturity.

Deferred taxes

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts for financial reporting

purposes.

The principal temporary differences arise from asset impairment allowances, revaluation of certain financial assets and
financial liabilities including derivative contracts, revaluation of investment properties, depreciation of property and
equipment, provisions for pension, retirement benefits and salary payable.

In accordance with the initial recognition exemption, deferred taxes are not recorded for temporary differences on initial
recognition of an asset or a liability in a transaction other than a business combination if the transaction, when initially

recorded, affects neither accounting nor taxable profit.

Deferred tax balances are measured at tax rates enacted or substantively enacted at the end of the reporting period,
which are expected to apply to the period when the temporary differences will reverse or the tax loss carry forwards
will be utilised (related deferred income tax asset is realized or the deferred income tax liability is settled). Deferred tax

assets and liabilities are netted only within the individual companies' financial statements.

Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to the extent
that it is probable that future taxable profit will be available against which the deductions can be utilized. For deductible
temporary differences associated with investment in subsidiaries, associates and joint ventures, a deferred tax asset
is recognized to the extent that, and only to the extent that, it is probable that the temporary difference will reverse in

the foreseeable future; and taxable profit will be available against which the temporary difference can be utilized.

Deferred tax liabilities shall be recognized for all taxable temporary differences, except to the extent that the deferred
tax liability arises from the initial recognition of goodwill, or the initial recognition of an asset or liability in a transaction
which is not a business combination, and at the time of the transaction, affects neither accounting profit nor taxable
profit/(tax loss). Deferred income tax liabilities on taxable temporary differences arising from investment in subsidiaries,
associates and joint ventures are recognized, except where the timing of the reversal of the temporary difference can
be controlled and it is probable that the difference will not reverse in the foreseeable future.
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Deferred income tax is not recognized on post-acquisition retained earnings and other post acquisition movements in
reserves of subsidiaries where the Bank controls the subsidiary’s dividend policy, and it is probable that the difference

will not reverse through dividends or otherwise in the foreseeable future.

4. Critical Accounting Estimates and Judgements in Applying Accounting Policies

The Bank makes estimates and assumptions that affect the amounts recognized in the financial statements, and the
carrying amounts of assets and liabilities within the next financial year. Estimates and judgements are continually
evaluated and are based on management’s experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. Management also makes certain judgements, apart from those

involving estimations, in the process of applying the accounting policies.

Judgements that have the most significant effect on the amounts recognized in the financial statements and estimates
that can cause a significant adjustment to the carrying amount of assets and liabilities within the next financial year
include:

Measurement of the expected credit loss allowance

The Bank assesses on a forward-looking basis the expected credit losses (‘'ECL’) associated with its debt instrument
assets carried at amortised cost and FVOCI and with the exposure arising from loan commitments and financial
guarantee contracts. The Bank recognises a loss allowance for such losses at each reporting date. The measurement
of ECL reflects:

» An unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;
* The time value of money; and

» Reasonable and supportable information that is available without undue cost or effort at the reporting date about past

events, current conditions and forecasts of future economic conditions.

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVOCI is
an area that requires the use of complex models and significant assumptions about future economic conditions and

credit behaviour (e.g. the likelihood of customers defaulting and the resulting losses).

A number of significant judgements are also required in applying the accounting requirements for measuring ECL, such

as:
+ Determining criteria for significant increase in credit risk;
» Choosing appropriate models and assumptions for the measurement of ECL;

« Establishing the number and relative weightings of forward-looking scenarios for each type of product/market and the

associated ECL; and

+ Establishing groups of similar financial assets for the purposes of measuring ECL.
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According to IFRS 9 the Bank uses a three-stage model for impairment based on changes in credit quality since initial

recognition.

Additional information on ECL is disclosed in the following notes: Loans and advances to banks and other financial
institutions, Loans and advance to customers, Investment securities, and Credit risk. The most significant judgements

are made relating to the valuation of loans and advances to customers.

5. New Accounting Pronouncements
Changes in accounting policy and disclosures

The IASB has issued narrow-scope amendments valid from 2025 to the IFRS Standards as follows. The adoption of

these amendments are not relevant for the Bank, or have no material impact on the Bank’s financial statements.

e For annual reporting periods beginning on or after 1 January 2025, Lack of Exchangeability — Amendments to
IAS 21 The Effects of Changes in Foreign Exchange Rates specifies how an entity should assess whether a
currency is exchangeable and how it should determine a spot exchange rate when exchangeability is lacking.
The amendments also require disclosure of information that enables users of an entity’s financial statements
to understand how the currency not being exchangeable into the other currency affects, or is expected to
affect, the entity’s financial performance, financial position and cash flows.

e |IFRS 1 - First-time Adoption of International Financial Reporting Standards: Hedge Accounting for First-time
Adopters. The amendment addresses a potential misunderstanding arising from a discrepancy in terminology
between paragraph B6 of IFRS 1 and the hedge accounting requirements in IFRS 9 Financial Instruments.

e IFRS 7 - Financial Instruments: Disclosures—Gain or Loss on Derecognition. The amendment addresses a
potential misunderstanding in paragraph B38 of IFRS 7, which stems from an obsolete reference following the
deletion of that paragraph upon the introduction of IFRS 13 Fair Value Measurement.

e IFRS 7 — Financial Instruments, Disclosures (Application Guidance Only): Disclosure of Deferred Differences
Between Fair Value and Transaction Price. The amendment addresses an inconsistency between paragraph
28 of IFRS 7 and the related application guidance that arose upon the introduction of IFRS 13.

e |IFRS 7 - Financial Instruments, Disclosures (Application Guidance Only): Introduction and Credit Risk
Disclosures. The amendment clarifies in paragraph IG1 that the guidance does not necessarily illustrate all
requirements in the referenced paragraphs and simplifies some explanations.

e IFRS 9 - Financial Instruments: Derecognition of a Lessee’s Liability. The amendment addresses a potential
misinterpretation in the application of IFRS 9 when accounting for the derecognition of a lessee’s lease liability,
as paragraph 2.1(b)(ii) of IFRS 9 refers to paragraph 3.3.1 but not to paragraph 3.3.3.

e IFRS 9 - Financial Instruments: Transaction Price. The amendment addresses a potential misunderstanding
arising from the definition of “transaction price” in Appendix A of IFRS 9, which is included in the IFRS 15
Revenue from Contracts with Customers standard, while the term “transaction price” is used with different

meanings in certain paragraphs of IFRS 9.
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e IFRS 10 - Consolidated Financial Statements: Definition of “de facto agent.” The amendment addresses a
potential misunderstanding arising from a discrepancy in terminology between paragraphs B73 and B74 of
IFRS 10 when an investor determines whether another party is acting on its behalf.

e |IAS 7 — Statement of Cash Flows: Cost Method. The amendment addresses a potential misunderstanding in
the application of paragraph 37 of IAS 7, as the term “cost method” is no longer defined in the IFRS accounting

standards.

Standards issued but not yet effective: The Bank expect no material impact on the Bank’s financial statement from

these standard changes.
IFRS 18 Presentation and Disclosure in Financial Statements:

The IFRS 18 Presentation and Disclosure in Financial Statements standard replaces the IAS 1 Presentation of

Financial Statements standard; its application is mandatory for fiscal years beginning on or after January 1, 2027.

IFRS 18, published by the IASB on April 9, 2024, establishes new requirements for the presentation of financial
statements, with particular emphasis on the following:

e -The income statement, including requirements for mandatory subtotals

e -Aggregation and disaggregation of information

e -Disclosures related to management performance measures (MPMs), which are indicators of financial
performance based on adjusted amounts or subtotals required by IFRS Accounting Standards (e.g.,

adjusted profit)

The IASB’s objective in introducing IFRS 18 is to improve the comparability and transparency of corporate

performance.
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6. Net interest income

In millions of Hungarian Forint

Year ended 31
December 2025

Year ended 31
December 2024

Interest income using EIR method

Cash and cash equivalents and balances with central banks 1,663 1,895
Loans and advances to banks and other financial institutions 15,276 21,179
Loans and advances to customers 4,673 5,154
Investment securities 172 182
Subtotal 21,784 28,410
Interest expense

Due to customers (10,706) (14,531)
Due to and placements from banks and other financial institutions (3,990) (3,321)
Lease contracts (73) (72)
Subordinated debt (2,089) (2,872)
Subtotal (16,858) (20,796)
Net interest income 4,926 7,614
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7. Net fee and commission income

In millions of Hungarian Forint

Year ended 31
December 2025

Year ended 31
December 2024

Guarantee and LC fees 170 136
Settlement and clearing fees 378 262
Account management fees 871 27
Agency commissions 1,806 1,901
Consultancy and advisory fees 191 259
Other 10 45
Fee and commission income 3,426 2,630
Fees paid to financial service providers and banks (92) (61)
Clearing fees (18) (18)
Fee and commission expense (110) (79)
Net fee and commission income 3,316 2,551

8. Net trading income and foreign currency revaluation

In millions of Hungarian Forint

Year ended 31
December 2025

Year ended 31
December 2024

Net gains/(losses) from foreign exchange and foreign exchange

products

2,701

Total

2,701
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9. Impairment losses and provisions according to IFRS9 and Other impairment

losses and provisions

In millions of Hungarian Forint

Year ended 31
December 2025

Year ended 31
December 2024

Loans and advances

- Stage 1 1,598 (1,899)
- Stage 2 - -
- Stage 3 105 (4,306)
- Purchased credit-impaired - -
Impairment losses of loans and advances 1,703 (6,205)
Financial investments

- Financial assets measured at fair value through OCI - -
- Investment securities

- Trading assets - -
Impairment losses of financial investments - -
Provision on commitments and guarantees issued 53 60
Total impairment losses and provisions according to IFRS 9 1,756 (6,145)
Other impairment losses and provisions - -
Total 1,756 (6,145)

10. Other operating income

In millions of Hungarian Forint

Year ended 31
December 2025

Year ended 31
December 2024

Income from recharged operating expenses (principal participant) 4,958 5,065
Gains on disposal of property, plant and equipment, intangible 1 )
assets and other assets

Other 73 -
Total 5,032 5,065

The income from recharged operating expenses relates to the services provided to Bank of China Limited

Hungarian Branch.
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11. Personnel expense

In millions of Hungarian Forint vear ended 31 vear ended 31
December 2025 December 2024
Salary and bonus 4,045 3,906
Benefits in kind 922 849
Training expenses 63 56
Salary related taxes 756 742
Social contribution 460 421
Retirement benefits - -
Other 160 182
Total 6,406 6,156
Average number of employees (all white collar) 2025 2024
-in Hungary 84 88
-at Foreign Branches in Prague, Vienna and Bucharest 68 64
Total: 152 152
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The Board of Directors (BoD)

The Board of Directors shall be the Bank’s decision-making body and shall be responsible to the Sole Shareholder.
The Board shall be comprised of at least four (4) but not more than eleven (11) members, who shall be appointed by
the Sole Shareholder. The term of appointment of each Board member can be extended. The Board shall have one
chairperson (the “Chairperson”) that will be elected by the Board. If, for any reason, the Chairperson ceases to be a
member of the Board, his mandate as Chairperson shall be terminated simultaneously.

Members of the Board of Directors at 31 December 2025

Name Position

Liu Jiandong Chairperson (External)
Liu Xiaofei Internal Member

Dr. Erdds Agnes Gabriella Internal Member

Dr. Patai Mihaly External Member

Li Zhe External Member

The Board of Supervisors

The Board of Supervisors is the Bank’s supervisory body, and shall be comprised at least three (3) and not more than
nine (9) members. The members of the Board of Supervisors shall not be employed by the Bank, unless a law requires
otherwise. The chairperson of the Board of Supervisors shall be elected by the Board of Supervisors from among its

members.

Members of the Board of Supervisors at 31 December 2025

Name Position

Qi Wenging Chairperson
Deng Lei Supervisor
Wu Hengyi Supervisor

Details of the directors’ and supervisors’ emoluments are as follows:

In millions of Hungarian Forint 2025 2024

Total emoluments of all Directors and Supervisors 8 12
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12. Operating expenses

General and administrative expenses

In millions of Hungarian Forint

Year ended 31
December 2025

Year ended 31
December 2024

Services provided by Bank of China Limited Hungarian

Branch 1,329 1,511
Head Office cost allocation 137 205
Outsourcing 75 50
Property rental fee 76 46
Rental fee of other assets 40 44
Advertising, marketing 123 177
Consultancy fees 192 206
Legal fees 53 31
Property management 146 156
Software maintenance 152 131
Telecommunication and network fees 117 147
Security service expense 47 42
Audit fees 95 85
Utility expense 93 112
Other expenses related to fixed assets 100 119
Travel expenses 2 2
Other 153 82
Total General and administrative expenses 2,930 3,326

Included in “General and administrative expenses” is principal auditors’ remuneration of HUF 95 million for the year
ended 31 December 2025 (2024: HUF85 million).

The rental fees include the expenses related to lease contracts with a term of less than 12 months, or with an underlying
asset value of less than USD 5 000 (approx 24 MHUF).

Depreciation and amortization expense

Please refer to Notes on Property, plant and equipment and Intangible assets for depreciation and amortization

expenses.
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Banking tax and extraprofit tax expense

- . . Year ended 31 December Year ended 31 December
In millions of Hungarian Forint

2025 2024
Banking tax expense 690 432
Extraprofit tax expense 369 152
Additional banking tax expense - -
Total 1059 584

Banking tax expense

The basis of the calculation is the total assets for the second period prior to the actual period, the tax base includes the
total asset value as at 31 December 2023 for the year 2025. According to the Act LIX of 2006, the tax rate below HUF
50 billion of total assets is 0,15%, while above HUF 50 billion of the total assets, the tax rate is 0,20%.

Year ended 31 Year ended 31
In millions of Hungarian Forint December 2025 December 2024
Total assets for the second period prior to actual year 545,147 326,404
Deductible items
Placements to domestic credit institutions 187,487 97,833
Increasing items
Total tax base 357,660 228,571
Tax base below 50 bn HUF 50,000 50,000
Tax rate below 50 bn HUF 0.15% 0.15%
Tax base above 50 bn HUF 307,660 178,571
Tax rate above 50 bn HUF 0.20% 0.20%
Banking tax expense for the year 690 432

Extraprofit tax expense

In 2025 the amount of extraprofit tax is HUF 369 million. It is based on the net sales revenue specified in the Act C of

1990 - on Local Taxes. The applied tax rate is 13%.
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Other operating expenses

In millions of Hungarian Forint

Year ended 31 December

Year ended 31 December

2025 2024
Other taxes 650 443
Banking supervision fee 163 171
Other professional fees 62 a7
Recharge / donation within Bank of China Group - -
Other 51 6
Total 926 667

13. Income tax expenses

The corporate income tax rate applicable to the Bank’s year 2025 and 2024 income in Hungary is 9%.
The corporate income tax rate applicable to the year 2025 and 2024 income of the Bank’s foreign units ranges from

16% to 23%.

The local business tax rate applicable to the Bank’s year 2025 and 2024 income is 2%.
The innovation contribution rate applicable to the Bank’s year 2025 and 2024 income is 0,3%.

In millions of Hungarian Forint 2025 2024

Current corporate income tax and Global minimum tax 554 542
Current local business tax and innovation contribution 249 210
Deferred tax 62 (1)
Income tax expense/(credit) for the year 865 751
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Reconciliation of total income tax:

In millions of Hungarian Forint 2025 2024
Profit (loss) before income tax 3,672 (257)
Theoretical income tax with 9% statutory tax rate 330 (23)

Tax impact of tax base modifying items

Local business tax and innovation contribution 249 210
Tax base decreasing items (63) (70)
Tax base increasing items 48 68
Corporate income tax previous years adjustment 95 30
Deferred tax 62

GMT (26) 63
Unrecognised tax loss carry forwards 125 1,262
Utilisation of previously unrecognised tax loss carry forwards (98)

Effect of different tax rates in other countries 143 (789)
Total tax impact of tax base modifying items 535 774
Income tax expense/(credit) for the year 865 751

The effective income tax rate for 2025 is 24% (2024: negative).
There is no tax loss carry forwards in Hungary .
Tax Loss Carryforwards of the Austrian Branch

As of 1 January 2024, the Austrian Branch had unused tax loss carryforwards which amounted to HUF
5.205.189.745,23 / EUR 13.598.384,83, for which a deferred tax asset of HUF 1.197.193.641,40 / EUR 3.127.628,51,
valued at 23% has not been recognized.

As of 1 January 2025, the Austrian Branch had unused tax loss carryforwards which amounted to HUF
10.561.550.646,96 / EUR 25.754.226,26 for which a deferred tax asset of HUF 2.429.156.648,80 / EUR 5.923.472,04,
valued at 23% has not been recognized.

As of 31st December 2024, the Bucharest Branch had unused tax loss carry forward which amounted to RON
43,283,433.

As of 31st December 2025, the Bucharest Branch had unused tax loss carry forward which amounted to RON
53,402,774.

Concerning the details of deferred taxes and the related temporary differences, see the Deferred tax note.

The tax administration conducted comprehensive tax audit at the Bank concerning the years of 2022, without any
significant finding. The tax administration may inspect the books and records within 6 years following the tax year
concerned and may impose additional tax or penalty. The management of the Bank is not aware of any such
circumstances that may generate material liabilities to the Bank under this title.
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14. Other Comprehensive Income

An analysis of other comprehensive income by item for each component of equity is as follows:

In millions of Hungarian Forint 31 December 2025 31 December 2024
Revaluation of financial instruments 38 35
Exchange differences on translation to presentation currency 016 (610)

Income tax recorded directly in other comprehensive income - -

Total Other Comprehensive Income 954 (575)

The cumulative amounts recognized in other comprehensive income relating to financial instruments measured at fair

value through OCI and translation of foreign components are as follows:

In millions of Hungarian Forint 31 December 2025 31-Dec-24

Revaluation reserve for financial instruments 127 89
Currency translation reserve (466) (1,381)
Total Other Comprehensive Income (339) (1,292)

15. Cash, Cash Equivalents and Balances with central banks

In millions of Hungarian Forint 31 December 2025 31 December 2024
Cash on hand 55 105
Cash balances with central bank 56,393 58,909
Total cash, cash equivalents and balances with central banks 56,448 59,014

All of the balances of cash equivalents are related to Central Banks as at 31 December 2025 and as at 31
December2024. Deposits with Central Banks include mandatory reserve deposits. The cash balances with Central

Bank have an original maturity of less than 3 months.

Interest rate analysis of cash and cash equivalents is disclosed in the note on Financial Risk Management.

Credit quality of cash balances with central banks is disclosed in the “Credit risk” note.
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16. Loans and advances to banks and other financial institutions

In millions of Hungarian Forint 31 December 2025 31 December 2024
Placements with other banks 484,157 519,215
Less: Credit loss allowance (156) (1,935)

Total loans and advances to banks and other

financial institutions (net) 484,001 517,280

Amounts due from other banks are not collateralised. The Bank had neither past due nor impaired loans and advances
to banks and other financial institutions as at 31 December 2024 and 2025.

The maturity structure of loans and advances to banks and other financial institutions is disclosed in the “Liquidity
risk” note, while their credit quality is disclosed in the “Credit risk” note.

Analysis of loans and advances to banks and other financial institutions by Stages:

Purchased
Stage 1 Stage 2 Stage 3 credit- Total
impaired

In millions of Hungarian
Forint

As at 31 December 2025

Loans and advances to banks

and other financial institutions 484,157 - - - 484,157
Allowance for impairment

losses (156) - - - (156)
Loans and advances to

banks (net) 484,001 - - - 484,001
As at 31 December 2024

Loans and advances to banks

and other financial institutions 519,215 - - - 519,215
Allowance for impairment

losses (1,935) - - - (1,935)
Loans and advances to

banks (net) 517,280 - - - 517,280

Refer to the separate note with Fair Value Disclosures for the estimated fair value of each class of amounts of loans
and advances to banks and other financial institutions. Interest rate analysis of loans and advances to banks and other

financial institutions is disclosed in the note on Financial Risk Management.

49



BANK OF CHINA (CEE) LTD.

Notes to the Standalone Financial Statements — 31 December 2025

17. Loans and advances to customers

In millions of Hungarian Forint

31 December 2025

31 December 2024

Corporate loans and advances

- Loans and advances 118,262 116,001
- Trade finance - 2,336
Subtotal 118,262 118,337
Retail loans
- Residential property loans 139 168
- Other 86 95
Subtotal 225 263
Total Loans and advances (gross) 118,487 118,600
Less: allowance for impairment losses (726) (5,028)
Total credit loss allowance (726) (5,028)
Total loans and advances to customers (net) 117,761 113,572
Analysis of loans and advances to customers by Stages:
Purchased
credit-
In millions of Hungarian Forint Stage 1 Stage 2 Stage 3 impaired Total
31 December 2025
Loans and advances to customers 118,487 - - - 118,487
Allowance for impairment losses (726) - - - (726)
Loans and advances to customers (net) 117,761 - - - 117,761
31 December 2024
Loans and advances to customers 112,378 - 6,222 - 118,600
Allowance for impairment losses (722) - (4,306) - (5,028)
Loans and advances to customers (net) 111,656 - 1,916 - 113,572

50



BANK OF CHINA (CEE) LTD.

Notes to the Standalone Financial Statements — 31 December 2025

Credit quality of loans and advances to customers is disclosed in the “Credit risk” note.

Movements in the provision for loan impairment during 2025 are as follows:

In millions of Hungarian Forint

Corporate
loans

Trade
finance

Residential

property
loans

Other retail
loans

Total

Provision for loan impairment at 1
January 2025

5,025

5,028

Recovery of/Provision for impairment
during the year

Amounts written off during the year as
uncollectible

Transfer to non-current assets held for sale
(and disposal groups)

Disposal of subsidiaries
Effect to translation to presentation
currency

39

(4,201)

(137)

(©)

36

(4,201)

(137)

Provision for loan impairment at 31
December 2025

726

726

Movements in the provision for loan impairment during 2024 are as follows:

In millions of Hungarian Forint

Corporate
loans

Trade
finance

Residential

property
loans

Other retail
loans

Total

Provision for loan impairment at 1
January 2024

494

494

Recovery of/Provision for impairment
during the year

Amounts written off during the year as
uncollectible

Transfer to non-current assets held for sale
(and disposal groups)

Disposal of subsidiaries
Effect to translation to presentation
currency

4,333

198

4,336

198

Provision for loan impairment at 31
December 2024

5,025

5,028
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Concentrations of risk for loans and advances to customers

Analysis of loans and advances to customers by geographical area:

In millions of Hungarian Forint Amount % of total Amount % of total

Hungary 223 0% 261 0%
EU (other than Hungary) 111,685 95% 104,726 92%
China and Hong Kong - 0% - 0%
Other third countries 5,853 5% 8,585 8%
Total loans and advances to customers (net) 117,761 100% 113,572 100%

Analysis of corporate loans and advances by industry:

31 December 2025

31 December 2024

In millions of Hungarian Forint Amount % of total Amount % of total
Corporate loans and advances

Manufacturing 5,690 5% 16,230 15%
Commerce and services 11,589 10% 12,352 11%
Transportation 15,377 13% - 0%
Real estate 23,898 20% 19,517 18%
Production and supply of electricity, heating, gas,

water - 0% - 0%
Mining - 0% - 0%
Financial services 19,290 16% 24,031 22%
Construction 4,846 4% 5,185 5%
Agriculture 7,802 7% - 0%
Telecommunication and postal services 17,879 15% 33,661 30%
Other 11,166 9% - 0%
Total corporate loans and advances (net) 117,537 100% 110,976 100%
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Analysis of loans and advances to customers by collateral type:

31 December 2025 31 December 2024
In millions of Hungarian Forint Amount % of total Amount % of total
Unsecured loans 64,532 54% 61,218 52%
of which: - Corporate loans 64,532 61,218
- Retail loans - -
Guaranteed loans 35,264 30% 37,523 32%
of which: - Corporate loans 35,264 37,523
- Retail loans - -
Loans secured by property, plant and other
immovable assets 2,676 2% 2,694 2%
of which: - Corporate loans 2,451 2,431
- Retail loans 225 263
Other collaterised loans 16,015 14% 17,165 14%
of which: - Corporate loans 16,015 17,165
- Retail loans - -
Total loans and advances to customers
(gross) 118,487 100% 118,600 100%
Collaterals received exceeding the book value of
the loans 11,863 10,042
of which: - Corporate loans 11,863 10,042
- Retail loans - -
Total collaterals received 65,818 67,424

The disclosure above represents the lower of the carrying value of the loan or collateral taken; the remaining part is
disclosed within the unsecured exposures.

The loss allowance recognized in the period is impacted by a variety of factors, as described below:

e Transfers between Stage 1 and Stage 2 or 3 due to financial instruments experiencing significant increases
(or decreases) of credit risk or becoming credit-impaired in the period, and the consequent “step up” (or “step
down”) between 12 month and Lifetime ECL

e Additional allowances for new financial instruments recognized during the period, as well as releases of
financial instruments de-recognized in the period

e Impact on the measurement of ECL due to changes made to models and assumptions

e Discount unwind within ECL due to the passage of time, as ECL is measured on a present value basis

e Foreign exchange retranslations for assets denominated in foreign currencies and other movements
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e Financial assets derecognized during the period and write-offs of allowances related to assets that were

written off during the period

The following tables explain the changes in the loss allowance between the beginning and the end of the annual periods

due to these factors:
2025 2025
Credit loss allowance Gross carrying amount

Stage
1 Stage 1
12 Stage2  Stage 3 12 Stage 2 Stage 3
month  Lifetime Lifetime month Lifetime Lifetime
In millions of Hungarian Forint ECL ECL ECL Total ECL ECL ECL Total

Balance as at 1 January
2025 722 - 4,306 5,028 112,378 - 6,222 118,600

Transfers: - - - - - - - -
- Transfer from Stage 1 to

Stage 2 - - - - - - - -
- Transfer from Stage 1 to

Stage 3 - - - - - - - -
- Transfer from Stage 2 to

Stage 3 - - - - - - - -
New financial assets

originated or purchased 235 - - 235 44,214 - - 44,214
Financial assets derecognized -

during the period (80) - - (80) 25,464 - (1,871) (27,335)

Changes in PDs/LGDs/EADs (119) - - (119)  (5,231) - (5,231)
Changes to model

assumptions and

methodologies - - - - - - - -
Modification of contractual

cash flows of financial assets - - - - - - - -

Unwind of discount - - - - - - - -

FX and other movements (32) - (105) (137) 7,410 - (150) (7,560)

Total movements with

impact on credit loss

allowance change for the

period 4 - (105) (101) 6,109 - (2,021) 4,088

Movements without impact on
credit loss allowance for the
period

Transfers: - - - - - - - -
- Transfer from Stage 2 to

Stage 3 - - - - - - - -
- Transfer from Stage 3 to

Stage 2 - - - - - - - -
Financial assets derecognized

during the period - - - - - - - -

Write-offs - - (4,201) (4,201) - - (4,201) (4,201)
Balance as at 31 December
2025 726 - - 726 118,487 - - 118,487
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2024 2024
Credit loss allowance Gross carrying amount
Stage
1 Stage 1
12 Stage 2  Stage 3 12 Stage 2 Stage 3
month  Lifetime Lifetime month Lifetime Lifetime
In millions of Hungarian Forint ECL ECL ECL Total ECL ECL ECL Total
Balance as at 1 January 2024 494 B B 494 91,910 } } 91,910
Transfers: (23) - 23 - (6,239) - 6,239 -
- Transfer from Stage 1 to Stage 2 - - - - - - - -
- Transfer from Stage 1 to Stage 3 (23) - 23 - (6,239) - 6,239 -
- Transfer from Stage 2 to Stage 3 - - - - - - - -
New financial assets originated or
purchased 122 - - 122 49,308 - - 49,308
Financial assets derecognized
during the period (94) - - (94) (20,195) - - (20,195)
Changes in PDs/LGDs/EADs 25 - 4,283 4,308 (7,521) - (7,521)
Changes to model assumptions and
methodologies - - - - - - - -
Modification of contractual cash
flows of financial assets - - - - - - - -
Unwind of discount - - - - - - - -
FX and other movements 198 - - 198 5,115 - (17) 5,098

Total movements with impact on
credit loss allowance change for
the period 228 - 4,306 4,534 20,468 - 6,222 26,690

Movements without impact on credit
loss allowance for the period

Transfers: - - - - - - - -
- Transfer from Stage 2 to Stage 3 - - - - - - - -
- Transfer from Stage 3 to Stage 2 - - - - - - - -
Financial assets derecognized

during the period - - - - - - - -

Write-offs - - - - - - - -

Balance as at 31 December 2024 722 - 4306 5028 112,378 . 6222 118,600
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18. Financial instruments measured at fair value through OCI

The Bank had an irrevocable option to measure the investment in Garantiga Hitelgarancia Zrt. and SWIFT SC at Fair
value through OCI instead of fair value through P&L, which is not part of its trading book. The investments do not have

maturity and the Bank expects to hold them long-term.

The Subsidiary’s policy is to designate equity investments as FVOCI when those investments are held for purposes
other than to generate investment returns. When this election is used, fair value gains and losses are recognised in
OCI and are not subsequently reclassified to profit or loss, including on disposal. Impairment losses (and reversal of
impairment losses) are not reported separately from other changes in fair value. Dividends, when representing a return
on such investments, continue to be recognised in profit or loss as other income when the Subsidiary’s right to receive

payments is established.

The fair value of the investment in Garantiga Hitelgarancia Zrt. is HUF 148 million as at 31 December 2025 (HUF 107
million as at 31 December2024), estimated based on the latest audited financial statement.

The Bank was requested by SWIFT SC to purchase 1 piece of share of the company for EUR 5 705 (HUF 2 million).
The fair value of the investment in SWIFT SC is HUF 3 million as at 31 December2025.

There was no dividend recognized during the period, nor transfers of the cumulative gain within equity.

19. Derivative financial instruments

The Bank enters into foreign currency exchange rate and interest rate related derivative financial instruments for
trading, and asset & liability management purposes.

The contractual/notional amounts of financial instruments provide a basis for comparison with the fair values of
instruments recognised in the statement of financial position but do not necessarily indicate the amounts of future cash
flows involved or the current fair value of the instruments and, therefore, do not indicate the Bank’s exposure to credit
or market risks. The derivative instruments become favourable (assets) and unfavourable (liabilities) as a result of
fluctuations in market interest rates or foreign currency exchange rates. The aggregate fair values of derivative financial

assets and liabilities can fluctuate significantly from time to time.

Derivatives are initially recognized at fair value on the date on which the derivative contract is entered into and are
subsequently remeasured at fair value. All derivatives are carried as assets when fair value is positive and as liabilities

when fair value is negative.

The Bank didn't have any open derivative transactions on the reporting dates (31 December 2025 and 31
December2024).

The MNB decision number H-EN-III-202/2024 (27th May 2024) authorize the Bank to perform certain investment
services.
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20. Investment securities

In millions of Hungarian Forint

31 December 2025

31 December 2024

Government bonds 1,418 1,341
Municipal bonds - -
Corporate bonds - -
Promissory notes - -
Total investment in securities (net) 1,418 1,341
The movement in investment securities is as follows:
In millions of Hungarian Forint 2025 2024
Gross amount at 1 January 1,341 1,500
Additions 3,204 2,079
Redemption (3,299) (2,420)
Interest Income accrual 39 35
Interest income received 133 147
Disposals - -
Gross amount at 31 December 1,418 1,341
Analysis of investment securities by Stages:
- . . Purchased
In millions of Hungarian Forint Stage 1 Stage 3 L . Total
credit-impaired
As at 31 December 2025
Investment securities 1,418 ) ) ) 1,418
Allowance for impairment losses ) } } ) :
Investment securities (net) 1,418 ) ) ) 1,418
As at 31 December 2024
Investment securities 1.341 R i} - 1,341
Allowance for impairment losses ) ) ) ) )
Investment securities (net) 1,341 ) ) ) 1,341

The Bank had neither past due nor impaired investment securities as at 31 December 2024 and 2025.

Credit quality of investment securities is disclosed in the “Credit risk” note. The investment securities are not

collateralized.
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21. Property, plant and equipment

The below table shows the variation of property, plant, equipment and the related depreciation:

In millions of Buildings Bur:Idlr;gs - Officeand IT ~ Vehicles yer1h|c|fes ) Tanglb!e |
Hungarian Forint -own right-of-use equipment -own right-of-use assets in Tota
asset asset progress
Cost
Balance at 1
January 2024 3,667 4,361 2,009 61 194 10,292
Additions 61 3,903 143 - 45 4,152
Construction in
progress transfer
in/(out) -
Disposal, write-off (39) (4,258) (1) - (63) (4,361)
Exchange
differences 12 237 84 - 6 339
Balance at 31
December 2024 3,701 4,243 2,235 61 182 10,422
Additions 38 1,049 446 33 - 1,566
Construction in
progress transfer
in/(out) R
Disposal, write-off 1) (1,781) - (15) (131) (1,928)
Exchange
differences (15) (192) (82) (1) (3) (293)
Balance at 31
December 2025 3,723 3,319 2,599 78 48 9,767
Accumulated
depreciation and
impairment
Balance at 1
January 2024 942 3,071 1,689 48 116 5,866
Additions 161 824 151 1 49 1,186
Disposal, write-off - (2,267) - - (55) (2,322)
Exchange
differences 13 126 74 - 3 216
Balance at 31
December 2024 1,116 1,754 1,914 49 113 4,946
Additions 162 699 140 - 33 1,034
Disposal, write-off ) (2,003) - 12) (117) (2,133)
Exchange
differences (14) (57) (73) - (2) (146)
Balance at 31
December 2025 1,263 1,393 1,981 37 27 4,701
Net book value
Balance at 1
January 2024 2,725 1,290 320 13 78 4,426
Balance at 31
December 2024 2,585 2,489 321 12 69 5,476
Balance at 31
December 2025 2,460 1,926 618 41 21 5,066
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22.Intangible assets

The Bank does not have internally developed intangibles.

Intangible assets

In millions of Hungarian Forint Software Licenses . Total
in progress

Cost
Balance at 1 January 2024 763 13 - 776
Additions 44 - 20 64
In progress transfer in/(out) - - - -
Disposal, write-off - - - -
Exchange differences 23 1 - 24
Balance at 31 December 2024 830 14 20 864
Additions 334 - - 334
In progress transfer in/(out) 6 - (6) -
Disposal, write-off 37) - - (37)
Exchange differences ) Q) - 3)
Balance at 31 December 2025 1,131 13 14 1,158
Accumulated amortization and
impairment
Balance at 1 January 2024 573 10 - 583
Additions 123 - 1 124
Disposal, write-off - - - -
Exchange differences 1 - 1 2
Balance at 31 December 2024 697 10 2 709
Additions 106 - - 106
Disposal, write-off (28) - 2 (30)
Exchange differences ) - - 2)
Balance at 31 December 2025 773 10 - 783
Net book value
Balance at 1 January 2024 190 3 - 193
Balance at 31 December 2024 133 4 18 155
Balance at 31 December 2025 358 3 14 375
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23. Leases

The Bank has entered into lease transactions as lessee only.
The Bank has no sale and leaseback transactions.

The Bank as a lessee doesn’t present right-of-use assets (leased assets) separately in the Statement of Financial
Position, the leased assets are disclosed within the same line item within which the corresponding assets would be

presented if they were owned by the Bank.

As at 31 December 2025 the Bank has several leased buildings and vehicles in its books, no other leased assets were
recognized. These right-of-use assets are included in the Property, plant and equipment item of the Statement of

Financial Position.

For the details of the gross book value (cost) and the accumulated depreciation of the leased assets see the separate

“Buildings — leased” and “Vehicles — leased” columns in the Property plant and equipment note.

The cash payments for the principal portion of the lease liability are classified as Financial activity cash flow, while the
interest portion and the payment on short-term leases and low-value assets’ leases are presented within Operating

activities in the Statement of cash flows.

The Bank doesn’t present lease liabilities separately in the Statement of Financial Position, they are included in other
financial liabilities. As at 31 December 2025 the total lease liability of the Bank amounts to HUF 2,160 million compared
to the net amount of right-of-use assets to HUF 2,288 million. The maturity analysis of the lease liabilities is included in

the Liquidity Risk chapter of the Financial Risk Management note.

The following amounts were recognized in profit or loss related to lease transactions:

In millions of Hungarian Forint 2025 2024
Depreciation expense of right-of-use assets 732 873
Interest expense on lease liabilities 73 72
Expense relating to short-term leases and leases of low-value assets 116 90
(operating expenses)

Variable lease payments 0 -
Total amount related to leases recognised in profit or loss 921 1,035
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The movements of the lease liabilities (included under “other financial liabilities”) during the reporting period are set out

below:

In millions of Hungarian Forint 2025 2024

Balance at 1 January 2,609 1,419
Contractual change 243 1,938
Interest accrual 71 72
Payments (805) (933)
Effect of exchange rate changes (139) 113
Balance at 31 December 1,979 2,609

24. Deferred income tax

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets

against current tax liabilities and when the deferred income taxes are related to the same final authority. The tables

below shows the deferred income tax assets and liabilities recorded in the statement of financial position by type of

temporary differences, and the related items presented in profit or loss and other comprehensive income:

Deferred Net Other Effect of

In millions of Hungarian Forint Deferred tax deferred Profit or comprehensive exchange
9 tax assets L tax assets / loss P rate
liabilities i income
(liabilities) changes

Impairment of other receivables - - - (19) - -
Fair value changes of FVOCI
financial instruments - (13) (13) - 4) -
Depreciation of property, plant
and equipment 12 (44) (32) (46) - 3
Tax loss carry forward - - - -
Other temporary differences 13 4 17 3
Total 25 (53) (28) (62) (4) 3
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31 December 2024

Deferred Net ’ Other Effect of
- . . Deferred deferred Profit or . exchange
In millions of Hungarian Forint tax comprehensive
tax assets L tax assets / loss b rate
liabilities S income
(liabilities) changes
Impairment of other receivables 19 - 19 - - 1
Fair value changes of FVOCI
financial instruments - 9) 9) - (4) -
Depreciation of property, plant
and equipment 62 (45) 17 2) - 5
Tax loss carry forward - - - -
Other temporary differences 14 - 14 3 - 1
Total 95 (54) 41 1 (4) 7

Out of the total deferred tax assets HUF 25 million is expected to be realised following the next year ( 2024: HUF 62
million) whilst from deferred tax liabilities HUF 53 million is considered long-term (2024: HUF 45 million).

Concerning the deferred tax charged or credited to income statement, see also the Income tax expense note.

25. Other assets

In millions of Hungarian Forint 31 December 2025 31 December 2024

Other financial assets

Fees receivable 228 16

Total other financial assets 228 16

Other non-financial assets

Taxes receivable 781 599
Caution deposits and advances paid 500 676
Covid-19 banking tax advance 54 109
Deferred expenses 96 62
Other - .
Total other non-financial assets 1,431 1,446
Total other assets 1,659 1,462

The carrying amount of other financial assets at amortised cost as at 31 December 2025 and 31 December 2024 also
represents the Bank’s maximum exposure to credit risk on these assets. All the necessary reserves have been made
on the other receivable balances in the amount of 32 MHUF as of 2025 December 31.

Out of the total non-financial assets none considered long-term (2024: HUF 54 million).
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26. Deposits from banks and other financial institutions

In millions of Hungarian Forint

31 December 2025

31 December 2024

Due to:

- Bank of China Head Office 360 597
- Other Bank of China subsidiary/branch 229,255 204,902
- Central Banks - -
- Other financial institutions - -
Total 229,615 205,499

In millions of Hungarian Forint

31 December 2025

31 December 2024

Correspondent accounts of other banks

414 3,144
Term placements of other banks 229,201 202,355
Total 229,615 205,499

Maturity analysis of deposits from banks and other financial institutions is disclosed in the “Liquidity risk” note.
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27. Deposits from customers

In millions of Hungarian Forint 31 December 2025 31 December 2024

At amortized cost

Demand deposits

- Corporate deposits 145,553 115,012
- Personal deposits 8,050 9,181
Subtotal: 153,603 124,193

Time deposits

- Corporate deposits 181,500 264,218
- Personal deposits 7,399 8,472
Subtotal: 188,899 272,690
Other deposits 951 2,877
Total due to customers at amortized cost 343,453 399,760

Total due to customers at fair value - -

Total due to customers 343,453 399,760

Maturity analysis of deposits from customers is disclosed in the “Liquidity risk” note.

28. Provisions

Movements in provision during 2025 are as follows:

Tax Off-balance

In millions of Hungarian Forint Note risks sheet items Other Total

Carrying amount at 1 January 2025 - 63 - 63
New financial assets originated or purchased 1 1
Financial assets derecognized during the period (15) (15)
Changes in PDs/LGDs/EADs (39) (39)
Changes to model assumptions and methodologies - -
Unused amounts reversed - - -
Other - (3) - (3)
Carrying amount at 31 December 2025 - 7 - 7
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The 31 December 2025 balance of HUF 7 million ECL provision relates to loan commitments and guarantees issued.

The off-balance sheet items and the related ECL provisions by stages are disclosed in the Off-Balance Sheet items
note.

Nature of obligation: the customers may utilize the undrawn loan facilities and the guarantees can be drawn down no
later than the contractual maturity of these commitments. The amounts of outflows depend on the customers’ decisions
or circumstances.

Movements in provision during 2024 are as follows:

Tax Off-balance

In millions of Hungarian Forint Note risks sheet items Other Total

Carrying amount at 1 January 2024 - 118 - 118
New financial assets originated or purchased 10 10
Financial assets derecognized during the period 11) (11)
Changes in PDs/LGDs/EADs 61) (61)
Changes to model assumptions and methodologies )
Unused amounts reversed - - -
Other - 7 - 7
Carrying amount at 31 December 2024 - 63 - 63

Credit quality of the off-balance sheet items is disclosed in the “Credit risk” note, their maturity is disclosed in “Liquidity

risk” note and other information is provided in the Off-balance sheet items” note.
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29. Other liabilities

In millions of Hungarian Forint

31 December

31 December

2025 2024

Other financial liabilities

Items in process of clearance and settlement 1,671 208
Guarantees - -
Lease liabilities 1,978 2,609
Suppliers - -
Total other financial liabilities 3,649 2,817
Other non-financial liabilities

Taxes payable 745 490
Salary and welfare payables 894 502
Accrued general expenses 441 619
Deferred income 98 252
Insurance liabilities - -
Other - -
Total other non-financial liabilities 2,178 1,863
Total other liabilities 5,827 4,680

The current income tax liabilities include the following items:

In millions of Hungarian Forint

31 December

31 December

2025 2024
Corporate income tax liability 25 86
Local business tax liability 11 3
Innovation contribution liability - 4
Current income tax liabilities 36 93

Maturity of other financial liabilities is disclosed in the “Liquidity risk” note. The other non-financal liabilities are

considered short-term.
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30. Subordinated debt

Subordinated debt of EUR 150 million, disbursed by Bank of China Limited Hungarian Branch in 2020 with indefinite
maturity but a minimum of 5 years and a variable interest rate of 6 month Euribor+1% p.a. Repayment is only made
upon meeting specific conditions. The balance of the debt including accrued interests as at 31 December 2025 was
HUF 58,633 million compared to HUF 62,836 million as at 31 December 2024. According to the loan agreement, the
borrower is obliged to pay the interest, and the interest payment was actually performed in line with this obligation

during the whole lifetime of the contract so far.

Maturity analysis of the subordinated loan is disclosed in the “Liquidity risk” note.

31. Issued capital and reserves

The Bank was established on 30 April 2002 as a limited liability company by its sole owner: Bank of China Limited
(China 100818, Beijing, Fuxingmen Nei Dajie 1.).

The Bank’s initial share capital was HUF 2,700 million, which was paid by the Owner in two equal tranches of USD 5
million on 8 May 2002 and 6 September 2002.

The share capital was increased twice as follows:

HUF 100 thousand in 2004. (HUF 1 374 million agio) — In 2004 the Owner provided USD 7 million additional capital
to the Bank. The Capital increase was recorded at 196.31 HUF/USD exchange rate, increasing the issued capital by
HUF 100 thousand and the capital reserve by HUF 1,374 million.

HUF 4,000 million in 2012. (HUF 5,064 million agio) — In 2012 the Owner increased the Bank’s capital by USD 40
million, of which HUF 4,000 million was recorded as issued capital, while HUF 5,064 million was booked as capital

reserve. As at 31 December 2016 the Bank’s issued capital was HUF 6,700 million.

The Bank’s Share capital is as follows:

Unit: Share 31 December 2025 31 December 2024
“A” Ordinary share, Nominal value: HUF 2 700 million 1 1
“B” Ordinary share, Nominal value: HUF 100 thousand 1 1
"C” Ordinary share, Nominal value: HUF 4 000 million 1 1

All three shares are ordinary shares and represent the same shareholder rights, according to the provisions of the
Civil Code

The nominal registered amount of the Bank’s issued share capital is HUF 6,700 million both as at 31 December 2025
and2024.
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Capital reserve

In millions of Hungarian Forint 31 December 2025 31 December 2024
Share premium 6,438 6,438
Other capital reserve - -
Total 6,438 6,438

Other components of Equity:

In millions of Hungarian Forint 31 December 2025 31 December 2024

General reserve 1,120 840
Retained earnings 15,360 12,833
Other comprehensive income (339) (1,292)
Total 16,141 12,381

The tables below present the total equity in two different structures as prescribed by Hungarian Law (Act C of 2000,
no. 114 / B. 8) to help the reconciliation of the equity components presented in these IFRS financial statements and
the financial statements according to HAR published in previous years.

General reserve which is set aside as 10% of the profit calculated in accordance with Hungarian Accounting (banking

law 83. § (1)) standards for use against future losses.

IFRS financial statements

In millions of Hungarian Forint 31 December 2025 31 December 2024

Share capital 6,700 6,700
Share premium 6,438 6,438
Retained earnings 15,360 12,833
Other reserves 781 (452)
Total equity 29,279 25,519
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Based on the Hungarian Law (Act C of 2000, no. 114/ B. 8)

In millions of Hungarian Forint

31 December 2025

31 December 2024

Share capital in accordance with IFRS 6,700 6,700
Capital reserve 6,438 6,438
General reserve 1,120 840
Accumulated profit 12,552 13,841
Profit after tax 2,807 (1,008)
Total equity 29,617 26,811
from this
Registered capital by the Registry Court 6,700 6,700
Distributable reserves available for dividend payment 15,359 12,833
32. Dividends
No dividends are declared and paid in 2025 or in 2024.
33. Off-Balance Sheet items

In millions of Hungarian Forint 31 December 2025 31 December 2024
Off-Balance Sheet commitments given
Undrawn credit lines 10,676 11,359
Guarantees issued 30,399 35,868
Letters of credit - -
Other - -
Total Off-Balance Sheet commitments given 41,075 47,227
Off-Balance Sheet commitments received
Guarantees received 35,264 37,523
Other collaterals received 30,554 341,925
Total Off-Balance Sheet commitments received 65,818 379,448
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An analysis of off-balance sheet commitments by credit quality at 31 December 2025 and 31 December 2024 is as

follows.

31 December 2025

In millions of Hungarian Forint Stage 1 Stage 2 Stage 3 Total
Undrawn credit lines 10,676 10,676
Guarantees issued 30,399 30,399
Letters of credit ) )
Other ) )
Total Off-Balance Sheet

commitments given 41,075 41,075
Provision on undrawn credit lines 2 2
Provision on guarantees issued and

letters of credit 5 5
Total provision on Off-Balance Sheet

commitments given 7 7
Total Off-Balance Sheet

commitments given net of provision 41,068 41,068
31 December 2024

In millions of Hungarian Forint Stage 1 Stage 2 Stage 3 Total
Undrawn credit lines 11,359 11,359
Guarantees issued 35868 35868
Letters of credit } .
Other ) )
Total Off-Balance Sheet

commitments given 47,227 47,227
Provision on undrawn credit lines 13 13
Provision on guarantees issued and

letters of credit 50 50
Total provision on Off-Balance Sheet

commitments given 63 63
Total Off-Balance Sheet

commitments given net of provision 47,164 47,164
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34. Risk Management

34.1 Overview

The Bank has designed a series of risk management policies and has set up controls to analyse, identify, monitor and
report risks by means of relevant and up-to-date information systems. The Bank regularly reviews and revises its risks
management policies and systems to reflect changes in markets, products and emerging best practice.

The most significant types of risks to the Bank are credit risk, market risk and liquidity risk. Market risk includes interest

rate risk, currency risk and another price risk.

34.2 Risk management framework

The Bank has established a risk governance structure with a sound organizational structure and clear division of
responsibilities, defining the responsibilities of the Board of Directors, Board of Supervisors, Management, and
business, risk management and audit departments for risk management, and put in place a multi-level, inter-connected
operation mechanism with effective checks and balances.

The Board of Directors shall assume the ultimate responsibility for enterprise risk management, it is responsible for
establishing the overall risk appetite of the Bank and reviewing and approving the risk management objectives and
strategies. The Board of Supervisors shall assume the supervisory responsibility for enterprise risk management, and
shall be responsible for supervising and inspecting the performance of the enterprise risk management responsibilities
by the Board of Directors and the Management, and supervising their rectification.

The Management shall implement enterprise risk management and the resolutions of the Board of Directors.

The Risk and Control Committee (RCCO) is established under the Management to perform functions of the enterprise

risk management and internal control management.

For enterprise risk management the Bank’s risk management framework is based on the “three lines of defense” model,
which provides a clear allocation of responsibilities for the ownership and management of risk and to avoid overlaps
and/or gaps in risk governance. The Bank established the three lines of defense in accordance with the relevant
requirements of the Central Bank of Hungary and the BOC Group for enterprise risk management. The first line of
defense is the risk owner. The second line of defense is responsible for formulating enterprise risk management
policies, major risk management regulations and procedures, monitoring and managing risks, providing guidance,
training, supervision and inspection to the first line of defense. The third line of defense is responsible for auditing the
duty performance by business and risk management departments. It shall identify problems, reveal risks and put
forward audit suggestions.

The first line of defense for risk management is constituted by all departments except departments of the second and
third lines of defense. The responsible department for enterprise risk management and the responsible departments
for various risk management constitute risk management departments, as the second line of defense. Particularly, the
Risk Management Department is the leading department of both enterprise risk management and the second line of

defense. Audit department is the third line of defense for risk management of the Bank.
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Foreign branches shall be managed generally as the first line of defense while meeting local regulatory requirements.

The three lines of defense shall strengthen communication and cooperation and enhance awareness of enterprise risk
management and specialized risk management. The second and third lines of defense should strengthen daily
cooperation and information sharing, and strengthen their roles in supervision and inspection, accountability and

management.

All business departments acting as the first line of defense, undertake the primary responsibility of obtaining information,
risk assessment and risk control. They shall formulate relevant policies in detail and embed them into the business
processes, and undertake the primary responsibility of obtaining information, risk judgment and risk control. They shall
also supervise and inspect internal risk control as planned, identify, report and deal with all kinds of risks in a timely
manner, carry out risk management training in an orderly manner, convey internal risk control policies in a timely
manner, enhance the awareness and ability of enterprise risk management, and reflect the indicator constraints of

internal risk control in the performance appraisal.

Risk management departments shall perform their respective duties and assume the responsibilities of the second line

of defense.

The Risk Management Department is responsible for enterprise risk management and taking the lead in performing
the daily management of enterprise risk. Furthermore it is responsible for the management of credit risk, country risk,
credit concentration risk, environmental (climate), social and governance risk, market risk and counterparty credit risk
as well. It also shares second line of defense responsibility with Financial Management Department in case of liquidity
risk and interest rate risk in the banking book.

The Internal Control and Legal and Compliance Department is responsible for the management of operational risk,

compliance risk and money laundering risk.

The Information Technology Department together with Internal Control and Legal and Compliance Department are

jointly responsible for the management of IT risk.

The Financial Management Department is responsible for the management of strategic risk, liquidity risk, interest rate

risk in the banking book and exchange rate risk.
The Administration Department is responsible for reputational risk management.

All risk management departments are also responsible for product risk management by risk categories, cooperating
with the leading department for enterprise risk management to identify, measure, assess, monitor, control and mitigate

various risks. The specific work arrangements shall be promoted and implemented by the Management.

34.3 Credit Risk

Credit risk refers to the risk of loss arising from the failure or unwillingness of a borrower or counterparty to fulfill its debt
obligations, including the default risk of a borrower's failure to repay its debt when it is due, and the downgrading risk
due to a deterioration in credit quality. Credit risk is the most important and basic risk factor for the Bank, it exists in the
trading book and banking book, on and off the balance sheet. Credit risk also covers credit concentration risk. Credit
concentration risk may occur when individual credit risk exposure or a combination of credit risk exposures cause

significant losses to the Bank or result in a material change in the Bank's risk profile.
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Credit risk measurement

The estimation of credit exposure for risk management purposes is complex and requires the use of models, as the

exposure varies with changes in market conditions, expected cash flows and the passage of time. The assessment of

credit risk of an asset portfolio entails further estimations as to the likelihood of defaults occurring, of the associated

loss ratios and of default correlations between counterparties. The Bank measures credit risk using Probability of

Default (PD), Exposure at Default (EAD) and Loss Given Default (LGD). This is similar to the approach used for the

purposes of measuring Expected Credit Loss (ECL) under IFRS 9.

Customer Rating Scale

The Bank divides the credit rating into 27 levels, takes the letter character as rating identifier, namely AAAL, AAA2,
AAA3, AAA4, AAAS, AAAG, AAAT, AAL, AA2, AA3, Al, A2, A3, A4, BBB1, BBB2, BBB3, BB1, BB2, B1, B2, CCC1,
CCC2, CC1, CC2, C and D. D is the default level and others are non-default levels. The meanings of all these rating

levels are as follows

Debtor Rating ] o o
Rating Definition Description
Grade Symbol
The highest level among debtor ratings, with the lowest
1 AAAL .
risk
Among the three groups above the investment grade, it
2 AAA2 belongs to the group with “extremely low default risk”
) and represents the highest level within this group
Extremely low default risk;
Among the three groups above the investment grade, it
Very strong solvency ] )
3 AAA3 belongs to the group with “extremely low default risk”
and represents the medium level within this group
Among the three groups above the investment grade, it
4 AAA4 belongs to the group with “extremely low default risk”
and represents the lowest level within this group
Very low default risk; Among the three groups above the investment grade, it
5 AAA5 belongs to the group with “very low default risk” and
It may be affected by adverse ) o )
) represents the highest level within this group
market environments and
economic conditions to some | Among the three groups above the investment grade, it
6 AAAG extent, but its solvency is very | belongs to the group with “very low default risk” and
strong represents the medium level within this group
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Debtor Rating ) . o
Rating Definition Description
Grade Symbol
Among the three groups above the investment grade, it
7 AAAT belongs to the group with “very low default risk” and
represents the lowest level within this group
Among the three groups above the investment grade, it
8 AAl belongs to the group with “low default risk” and
represents the highest level within this group
Low default risk;
Among the three groups above the investment grade, it
9 AA2 It may be affected by adverse | pejongs to the group with “low default risk” and
economic  conditions  Or | yepresents the medium level within this group
market environments, but its
solvency is strong Among the three groups above the investment grade, it
belongs to the group with “low default risk” and
10 AA3 - . .
represents the lowest level within this group, i.e., the
closest to the non-investment grade
Among the five non-default groups below the investment
1 AL grade, it belongs to the group with “relatively low default
risk” and represents the lowest risk level within this
group, closest to the investment grade
Among the five non-default groups below the investment
1 Ao Relatively low default risk: grade, it belongs to the group with “relatively low default
risk” and represents a level with relatively low risk within
Relatively strong solvency | this group
and slightly better than other
speculative grades: however Among the five non-default groups below the investment
13 A3 exposure to significant and qrade, it belongs to the group Wit.h “relati\./ely low defa-ult
sustained  uncertainty  or risk” and represents a level with medium-to-low risk
adverse business, financial, within this group
or economic conditions may Among the five non-default groups below the investment
1 A result in the inability to repay grade, it belongs to the group with “relatively low default
debts risk” and represents a level with medium-to-high risk
within this group
Among the five non-default groups below the investment
rade, it belongs to the group with “relatively low default
15 BBB1 9 9 group y

risk” and represents a level with relatively high-risk

within this group
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Debtor Rating ) . o
Rating Definition Description
Grade Symbol
Among the five non-default groups below the investment
rade, it belongs to the group with “relatively low default
16 BBB2 g 9 grotp y
risk” and represents the highest risk level within this
group
Certain default risk; Among the five non-default groups below the investment
) grade, it belongs to the group with “certain default risk”
17 BBB3 Solvency is weaker than the ) . L )
) and represents the relatively low-risk level within this
above levels; currently, it has
. . group
a certain ability to meet debt
obligations, but adverse
changes in business, | Among the five non-default groups below the investment
18 BB1 financial, or economic | grade, it belongs to the group with “certain default risk”
conditions may result in the | and represents the relatively high-risk level within this
inability or unwillingness to | group
fulfill debt obligations
Relatively high default risk; Among the five non-default groups below the investment
grade, it belongs to the group with “relatively high default
19 BB2 Unstable solvency; able to | . . o
o ) risk” and represents the relatively low-risk level within
meet debt obligations in the .
this group
short term, but adverse
business, financial, or ) )
) . ) Among the five non-default groups below the investment
economic conditions increase
o o grade, it belongs to the group with “relatively high default
20 Bl the likelihood of inability or | ~ ) o o
o ] risk” and represents the relatively high-risk level within
unwillingness to fulfill debt )
o this group
obligations
Among the five non-default groups below the investment
21 B2 High default risk; grade, it belongs to the group with “high default risk” and
Weak solvency; insufficient represents the lowest risk level within this group
solvency in the short term, “Amqnahe five non-default groups below the investment
22 ccel and  adverse  business, | graqe it belongs to the group with “high default risk” and
financial, ~ or  €conomic | yonresents the medium-risk level within this group
conditions will result in the
inability or unwillingness to Among the five non-default groups below the investment
23 CCC2 fulfill debt obligations grade, it belongs to the group with “high default risk” and
represents the highest risk level within this group
24 cci Extremely high default risk: Among the five non-default groups below the investment

grade, it belongs to the group with “extremely high
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Debtor Rating ) . o
Rating Definition Description
Grade Symbol
Extremely weak solvency; | default risk” and represents the lowest risk level within
ability to fulfill debt obligations | this group
depends on favorable
. ) . Among the five non-default groups below the investment
business, financial, or
. . grade, it belongs to the group with “extremely high
25 cC2 economic conditions; once
. ) default risk” and represents the medium-risk level within
such conditions deteriorate,
N this group
debt obligations cannot be
fulfilled Among the five non-default groups below the investment
grade, it belongs to the group with “extremely high
26 C default risk” and represents the highest risk level within
this group, closest to the default grade among all non-
default levels
Overdue for more than 90 days or unable to fully repay
27 D Default

debt obligations

The following tables contain an analysis of the Bank’s financial assets’ gross carrying balances by risk levels according

to the internal credit rating system.
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31 December 2025

Risk level
In rr_nlllons of Hungarian Very low Low Relatively Medium Relatively high Very high Default Total
Forint low
Central banks (Stage 1) 18.045 ) 38,347 } } 56.392
Loans and advances to banks
and other financial institutions
(Stage 1) - 484,132 20 5 - 484,157
Loans and advances to
customers - 16,931 66,436 23,556 11,564 118,487
- of which Corporate
loans (Stage 1) - 16,931 66,436 23,331 11,564 118,262
Retail mortgage
loans (Stage 1) - - - 139 - 139
Retail other
loans (Stage 1) - - - 86 - 86
Investment securities (Stage 1) ) ) 1418 ) ) 1.418
Total 18,045 501,063 106,221 23,561 11,564 660,454
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31 December 2024

Risk level
In rr_nlllons of Hungarian Very low Low Relatively Medium Relatively high Very high Default Total
Forint low
Central banks (Stage 1) 5386 ) 53523 ) } ) 58.909
Loans and advances to banks
and other financial institutions
(Stage 1) - 519,079 129 7 - - 519,215
Loans and advances to
customers 14,789 2,336 82,685 263 12,305 6,222 118,600
- of which Corporate
loans (Stage 1) 14,789 2,336 82,685 - 12,305 6,222 118,337
Retail mortgage
loans (Stage 1) - - - 168 - - 168
Retail other
loans (Stage 1) - - - 95 - - 95
Investment securities (Stage 1) ) ) 1,341 ) ; ) 1,341
Total
20,175 521,415 137,678 270 12,305 6,222 698,065
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The following tables contain an analysis of the Bank’s off-balance sheet commitments given by risk levels according to the internal credit rating system.

31 December 2025

Risk level
In rmlllons of Hungarian Very low Low Relatively Medium Relatively high Very high Default Total
Forint low
Undrawn credit lines 10,676 i i i i 10,676
Guarantees issued

886 28,891 287 237 98 30,399
Letters of credit -
Total 11,562 28,891 287 237 08 41,075
31 December 2024

Risk level
In rr_1|II|ons of Hungarian Very low Low Relatively Medium Relatively high Very high Default Total
Forint low
Undrawn credit lines ) 11,359 ) 3 ; 11,359
Guarantees issued 4,152 29,926 210 1,580 - 35,868
Letters of credit ) ) ) 3 ; 3
Total 4,152 41,285 210 1,580 - 47,227
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Expected credit loss measurement

IFRS 9 outlines a “three-stage” model for impairment based on changes in credit quality since initial recognition as

summarized below:

Financial assets that have had no significant increase in credit risk since initial recognition are recognized and

measured as stage 1.

Financial assets that have had significant increase in credit risk since initial recognition but have no objective evidence

of impairment at the reporting date are recognized and measured as stage 2

Financial assets that have had significant increase in credit risk since initial recognition and also have objective

evidence of impairment at the reporting date are recognized and measured as stage 3.

Purchased or originated credit-impaired financial assets are those financial assets that are credit-impaired on initial

recognition. Their ECL is always measured on a lifetime basis (Stage 3).

ECL= SPD(t)*LGD(t)*EXP(t)*DF(t),

In order to adjust the default probability of the debtor under the Basel system to the probability of default under the
IFRS9 criterion, the Subsidiary excludes the internal rating model prudent adjustment of the economic recession cycle.
From the actual level of the debtor's rating migration, obtains the historical average one-year rating migration matrix
and its corresponding historical average one-year time period of default probability (Pit-Pd). On this basis, Markov chain
is used to calculate the lifetime rating migration matrix and its corresponding cumulative probability of default, and then
through the conditional probability formula to convert the cumulative default probability of the existence period to the

probability of marginal default.
A corporate banking business exposure enters Stage 2 when it meets any one of the following criteria:

e  Overdue for 31-90 days;

e classified as special mention according to the five-grade classification;

e the absolute change and relative change of the PD value after the forward-looking adjustment exceed the set
threshold;

. as a performing business with a customer rating of D;

e listed in the early warning list for Stage 2 risks.

A personal loan business exposure enters Stage 2 when it meets any one of the following criteria:

e  Overdue for 31-90 days;

e classified as special mention according to the five-grade classification;

e the absolute change and relative change of the PD value after the forward-looking adjustment exceed the set
threshold;

e listed in the early warning list for Stage 2 risks.
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Categorization rules for Stage 3

1. Categorization rules for Corporate Loan ECL Stage 3:

Overdue for 91 days or above;

Customer rating is Grade D at the calculation date;

Classified as Non-performing using the five-tier classification method;

. A customer on the bank's current blacklist.

2. Categorization rules for Retail Loan ECL Stage 3:

Overdue for 91 days or above;

Classified as Non-performing using the five-tier classification method.

For stage 1 financial assets, t is the next 12 months from the reporting date; for stage 2&3 financial assets, t is the

remaining lifetime.

Change in credit quality since initial recognition
Stage 1 Stage 2 Stage 3
(Initial recognition) (Significant increase in credit risk (Credit-impaired asset)
since initial recognition)

12-month expected credit losses Lifetime expected credit losses Lifetime expected credit losses
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Maximum exposure to credit risk before collateral held or other credit enhancements

The following table contains an analysis of the credit risk exposure of financial instruments for which an ECL

allowance is recognized. The gross carrying amount of financial assets below also represents the Bank’s maximum

exposure to credit risk on these assets.

In millions of Hungarian Forint

31 December 2025

31 December 2024

Credit risk exposure relating to on-
balance sheet financial assets are as
follows:

Balances with central banks 56,393 58,909
hoine s sances 0 barks nd ot
Loans and advances to customers 118,487 118,600
Financial investments

Investment securities 1,418 1,341
Other financial assets 228 16
Subtotal 660,683 698,081
Credit risk exposures relating to off-

balance sheet items are as follows:

- Letter of guarantee issued 30,399 35,868
c-ol;r?ri?t r(;]%?tr:ltments and other credit 10,676 11,359
Subtotal 41,075 47,227
Total 701,758 745,308
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Financial instruments subject to impairment

The following tables contain an analysis of the credit risk exposure on financial instruments for which an ECL allowance
is recognized. The gross carrying amount of financial instruments below also represents the Bank’s maximum exposure
to credit risk on the assets.

In millions of Hungarian

A 31 December 2025
Forint

Stage 3 Purchased

; Stage 1 Stage 2 L2 .
Credit grade 12 month ECL Lifetime ECL Lifetime _ crec_ilt- Total
ECL impaired
Gross carrying amount 604,062 ) . , 604,062
Loss allowance (882) - - - (882)
Carrying amount 603,180 - - - 603,180

In millions of Hungarian

) 31 December 2024
Forint

Stage 1 Stage 2 Stage 3 Purchased

Credit grade 12 month ECL Lifetime ECL Lifetime _ cred_it- Total
ECL impaired
Gross carrying amount 632,934 R 6,222 - 639,156
Loss allowance (2,657) - (4,306) - (6,963)
Carrying amount 630,277 _ 1,916 - 632,193

Collaterals and other credit enhancements

The Bank employs a range of internal regulations and practices to mitigate credit risk. The most common of these is
accepting collateral for funds advanced. The Bank has internal regulation on the acceptability of specific classes of
collateral or credit risk mitigation.

The Bank prepares a valuation of the collateral obtained as part of the loan origination process. This assessment is

reviewed periodically. The principal collateral types for loans and advances are:
» Cash deposit

* Marketable and other securities
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* Guarantees (Corporate guarantee, suretyship, joint and several guarantee, buy-back guarantees, State or

supranational entity’s guarantee, state owned entity’s guarantee, bank guarantees)

+ Mortgage

* Pledge on assets

* Pledge on receivables

* Floating charge

+ Insurance

+ Other

The basic criteria of collaterals acceptable in order to reduce credit risk are the followings:

* The collateral shall meet laws, regulations and supervisory requirements of the country or region where it is located
and those of the country where the credit transactions are conducted,;

* The collateral assets or rights truly exist;
» Clear ownership: the title in collateral is clear and the pledgor has lawful rights to dispose of collateral;

* The collateral value can be assessed by appropriate means and it has stable value (within an appropriate time limit)
and “clear” market value. Assessment of marketability, availability and legal enforceability (by law or under contract) is

required;
+ easy to sell and liquid,;
+ used for its original function.

With regard to the legal enforceability of collateral, particular attention shall be paid to the following factors that are in

force in accordance with the law applicable to the collateral contract:

« the bankruptcy and liquidation rules, the enforceability of the collateral and the provisions limiting its enforceability

in the event of bankruptcy or liquidation,

« special rights of public authorities relating to collateral (e.g. enforcement rights of the tax authorities),
« the present and future chargeability of the collateral,

* in the case of mortgage, the proper registration in the public register.

The Bank does not accept collaterals which already provided by the customer in another legal transaction with a third

party as collateral, except for assets pledged in security with a mortgage pertaining to the real property.

Collaterals relating to Loans and advances to customers is disclosed in the “Loans and advances to customers” note.

The Bank does not hold any collaterals relating to other financial assets.
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34.4 Market Risk

The Bank is exposed to market risks from on-balance and off-balance businesses, which may cause losses to the Bank
as a result of adverse changes in market prices of interest rate, exchange rate, equities and commaodities. Market risk
arises from open positions in the trading and banking books. Both the Bank’s trading book and banking book face
market risks. The trading book consists of position in financial instruments and commodities that are held with trading
intent or in order to hedge other elements of trading book. The banking book consists of financial instruments not

included in the trading book.
Market risk measurement techniques and limits

The classification of the trading book and the banking book is the precondition and basis of market risk management
and accurate capital measurement. The trading book includes the financial instruments and commodity positions held
for the purpose of trading or avoiding the risks of other transactions, and other businesses of a bank are classified to
the banking book. The Bank adopts the corresponding measures for the identification, measurement, monitoring and
control of market risk according to the nature and characteristics of the trading book and the banking book.

The purpose of market risk management is to control the market risk within the acceptable level for the Bank by
effectively manage market risk, optimize the allocation of market risk capital, strike a balance between risks and returns,
promote business development, and maximize the value of shareholders under the Bank’s overall risk appetite

determined by the Board of Directors.

The market risk management system shall fall in line with the Bank’s business nature, scale, complexity and risk
features and it shall be consistent with the Bank’s overall business development strategies, management competence,

capital strength and the overall market risk level.

Market risk management shall be based on the principles of risk management of the Bank. In the meantime, according
to the characteristics of market risk management, the Bank shall follow the principles of “integrated, comprehensive

and timely” in its management.

Integrated: market risk management shall be subject to the Bank’s coordinated management and centralized control.

The BOC group is integrated in terms of market risk appetite, policy, risk assessment, system, model and data standard.

Comprehensive: Departments, institutions and business lines that involve market risk, risk should be covered in the
market risk management, and other risk factor that are likely to transform into market risk should be taken into

consideration in management procedure to ensure effective control of market risk.

Timely: market risk management shall follow up on the latest development of the inside and outside environment,

respond rapidly, make decisions in a timely manner and make dynamic adjustment accordingly.
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Market Risk Management of Trading Business
Client servicing business should meet the following management requirements:

1.1In principle, positions arising from client servicing business should be hedged on a timely manner; therefore, the
Bank should not keep any exposure after risk hedging. However, residual market risk due to imperfect external
conditions should be brought into the market risk capital calculation and limits management system;

1.2 For client servicing business, exposures arising from counterparty default should be closed in a timely manner to
avoid unintended market risk. If the unintentional exposure needs to be kept for special reasons, senior management
needs to review and approve on a case by case basis to decide whether the exposure should be included in the scope
of market risk limits management system.

In the practice of trading business, market risk components should be well identified, decomposed and analyzed to
make sure total risk controllable. The Bank shall conduct the trading business within the business authorization scope

approved by Head Office.

Trading positions and market conditions change frequently, therefore trading positions should be marked to market in
time, revaluated at least once a day, and the market risk of trading business should also be measured at least once a
day. Measuring market risk needs to quantify the market risk undertaken by trading business under normal market

conditions to assess whether overall risk is controllable.
Market Risk Management of Banking Book

The objective of the Bank’s banking book interest rate risk management is to control the adverse impact of interest rate
changes on the Bank’s overall income and economic value within a tolerable degree through effective management

and promote sustainable income growth under the Bank’s overall business development strategies and risk appetite.

The Bank shall properly arrange the sources and uses of foreign currency funds to minimize potential mismatch of
currencies. In consideration of the Bank’s considerable part of the income comes from foreign exchange business, the
banking book can keep foreign exchange exposures but the total exposure shall be kept under the limit set by Head
Office.

Measurement methods

The measurement methods of market risk include Value at Risk (VaR), stress test, sensitivity analysis (PVBP), foreign

exchange exposure analysis, net interest income analysis, and repricing gap analysis.
Measurement requirements for the trading book

The trading book uses such indicators as VaR, stress test and sensitivity analysis to measure overall market risk,

covering interest rate risk and exchange rate risk, and conduct qualified analysis to liquidity requirements of products.
Measurement requirements for the banking book

The market risk measurement of the banking book includes the measurement of interest rate risk and exchange rate
risk. The market risk measurement of the banking book shall assess the impact of interest rate changes on the Bank’s

operations from income perspective. The Bank uses the fluctuation ratio of net interest income (NII) and repricing gap
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to measure the interest rate risk at present. The measurement of the exchange rate risk of the banking book involves
the measurement of non-trading foreign exchange exposure. The Bank uses total foreign exchange exposure to

measure the exchange rate risk at present.
Market Risk Monitoring and Control

The Bank shall provide continuous monitoring of market risk and exercise market risk limit management to effectively
convey its risk appetite. The limits are set in line with the instruction of the Head Office and will be reexamined once a
year. The Bank shall monitor and report actual risk conditions within and beyond the limit. Furthermore the Bank may
propose to Head Office on the limit setting according to the regulatory authority’s requirements and the actual business

and risk conditions of the Bank.
Market risk limit indicators include risk limit and trading limit.

1. Risk limit refers to the limit of market risk measured according to certain measurement methods, including VaR limit,
stress test limit, sensitivity limit, fluctuation ratio limit of net interest income and the limit of total foreign exchange

exposure.

2. Trading limit refers to the limit set for total trading positions or net trading positions, including the limit of trading

foreign exchange exposure.
The implementation of the authorized market risk limit shall be reported to senior management and the IPU periodically.

When the quota monitoring department discovers that the quota utilization rate has reached the warning line (85% of
the risk limit), it should analyze the reasons and predict future market trends. If necessary, it should formulate
countermeasures and strengthen risk monitoring of related businesses, and report to the IPU/secondary line of defense

within three working days of discovery.

If the risk limit is found to have been exceeded, the quota monitoring department should, in principle, analyze the
reasons and formulate countermeasures within two working days of discovery, implement them after reaching an
agreement with the secondary line of defense department, and report to senior management and the IPU.
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Trading Book

The table below shows the VaR of the trading book by type of risk during the years ended 31 December 2025 and 31
December2024:

2025 2024

In millions of

Hungarian Forint Average High Low Average High Low

The Bank’s trading
VaR

Interest rate risk
Foreign exchange risk 0 0 0 1
Volatility risk

Commodity risk

Total of the Bank’s
trading VaR 0 0 0 - 1 -
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Banking Book

The Bank performs sensitivity analysis by measuring the impact of a change in interest rates on “Net interest income”.
This analysis assumes that yield curves change in parallel while the structure of assets and liabilities is based on
changes in the market situations, and controls the fluctuation of net interest income within an acceptable level.

The table below illustrates the potential impact of a 200 basis points interest rate increase and 200 basis points interest
rate decrease on the profit and loss account (and equity) of the Bank. The actual situation may be different from the

assumptions used and it is possible that actual outcomes could differ from the estimated impact on P&L of the Bank.

(Decrease)/increase in net interest income (impact on P/L and equity)

Year ended 31

Year ended 31

In millions of Hungarian Forint Currency December 2025 December 2024
EUR (1,885) (2,425)
UsD 162 (90)
HUF 547 528
+200 basis points parallel move in all CNY (26) (81)
yields curves
CzZK 59 45
RON (79) 34)
Total (1,222) (2,057)
EUR 1,885 2,425
uUsD (162) 90
HUF (547) (528)
-200 basis points parallel move in all
yields curves CNY 26 81
CzZK (59) (45)
RON 79 34
Total 1,222 2,057
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Interest rate risk

The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial

position and cash flows. Interest margins may increase as a result of such changes, but may reduce or create losses

in the event that unexpected movements arise. Management monitors on a daily basis and sets limits on the level of

mismatch of interest rate repricing that may be undertaken.

The table below summarizes the Bank’s exposure to interest rate risks. The table presents the aggregated amounts of

the Bank’s financial assets and liabilities at carrying amounts, categorized by the earlier of contractual interest repricing

or maturity dates:

In millions of Hungarian Demand and less than From 1to 6 From 6 to More than

Forint 1 month months 12 months 1 year Total

31 December 2025

Total interest-bearing 289,250 139,202 668 235,530 664,650
assets

Total interest-bearing 304,358 225,749 1,039 99,159 631,205
liabilities

Net interest sensitivity

gap at 31 December

2025 (15,108) (86,547) (1,271) 136,371 33,445
In millions of Hungarian Demand and less than 1 From 1to 6 From 6 to More than

Forint month months 12 months 1 year Total

31 December 2024

Total interest-bearing

assets 352,938 76,530 630 277,665 707,764
Total interest-bearing

liabilities 379,532 180,546 22,793 86,058 668,929
Net interest sensitivity

gap at 31 December

2024 (26,594) (104,016) (22,163) 191,607 38,834

As the above table shows majority of the Bank’s financial assets and liabilities reprice short term hence even if gaps

exists in certain time buckets, those are manageable as exist only temporarily and short-term.
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The table below summarizes interest rates for financial instruments at the reporting date (for securities, the interest

rates represent yields to maturity):

In % p.a.

HUF

usD

2025
EUR CNY

GBP

RON

CzK

Assets

Cash, cash
equivalents and
balances with central
banks

Loans and advances
to banks and other
financial institutions
Loans and advances
to customers
Financial assets
measured at fair
value through OCI
Investment securities

4.88%

6.50%

3.28%

6.23%

3.40%

5.88%

0.00%

0.61% 0.01%

3.99%

0.00%

6.50%

5.13%

3,5%

0.00%

Liabilities

Deposits from banks
and other financial
institutions

Deposits from
customers
Subordinated debt

0.00%

1.35%

3.80%

3.31%

2.07%

0.94% 0.01%
3.09%

4.00%

6.00%

0.00%

3.33%

0.00%

In % p.a.

HUF

UsD

2024
EUR CNY

GBP

Ron

CzK

Assets

Cash, cash
equivalents and
balances with central
banks

Loans and advances
to banks and other
financial institutions
Loans and advances
to customers
Financial assets
measured at fair
value through OCI
Investment securities

4.88%

6.50%

3.44%

6.19%

2.13%

5.99%

0.00%

1.65% 2.19%

4.65%

0.00%

6.50%

0.00%

4.00%

2.76%

Liabilities

Deposits from banks
and other financial
institutions

Deposits from
customers
Subordinated debt

0.00%

3.60%

4.67%

3.41%

3.12%

2.24% 1.90%
4.63%

4.82%

5.85%

0.00%

0.00%
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Foreign currency risk

Foreign exchange exposure comes from the mismatch of currencies in a bank’s on and off-balance sheet business.
Foreign exchange exposure analysis can measure the impact of exchange rate changes on a bank’s income in the
current period or economic value. The Bank has classified foreign exchange exposure formed in trading businesses
and non-trading businesses. Foreign exchange exposure analysis provides information on the positions of the exposure
of each foreign currency and the Bank’s overall exchange rate risk conditions. The Bank performs currency risk
sensitivity analysis to estimate the effect of potential exchange rate changes of foreign currencies against HUF on profit
before tax and equity.

The Table below indicates a sensitivity analysis of exchange rate changes of the currencies to which the Bank had

significant exposure:

Effect on Effect.on Effect on
rofit before profit equity as Effect on
Currenc Change in currency F;ax as at 31 before tax qat 5)’/1 equity as at 31
y rate as at 31 December
December December
2025 December 2025 2024
2024
-10,
EUR 1% 21 9 (102) (111)
-10,
uUsD 1% 74 73 ) )
-10,
CNY 1% ) (16) ) )
GBP -1%
’ ®) @) - -
CzK 1% 2 2 40 35
-10
RON 1% 1 1 (43) (39)
RSD -1%

The impact due to the change in currency if 10% is applied would increase on a linear basis.
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34.5 Liquidity Risk

Assets available to meet all of the liabilities and to cover outstanding loan commitments include “Cash, cash equivalents
and balances with central banks”, “Loans and advances to banks and other financial institutions” and “Loans and
advances to customers”, etc. In the normal course of business, a proportion of short-term loan contractually repayable
will be extended and a portion of short-term customer deposits will not be withdrawn upon maturity. The Bank would
also be able to meet unexpected net cash outflows by entering into repurchase transactions, and by selling securities

and accessing additional funding sources.

Even during the COVID-19 pandemic, the Bank’s liquidity situation is sufficiently strong to survive severe external

shocks.
Maturity analysis

The tables below analyse the Bank’s financial assets and liabilities into relevant maturity groupings based on the
remaining period at the financial reporting date to the contractual maturity date. For purposes of the table set forth,
“Loans and advances to customers” are considered overdue only if principal payments are overdue. In addition, for
loans and advances to customers that are repayable by installments, only the portion of the loan that is actually overdue
is reported as overdue. Any part of the loan that is not due is reported according to residual maturity.

At both period ends, from the “Over 5 years and no maturity” column only the “Financial assets measured at fair value
through OCI” and the “Investment in subsidiaries” items have no maturity, the rest of the assets and liabilities in this

column will mature over 5 years.
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31 December 2025

Less than 1 land3 3and 12 land 5 Over 5 years and no
On demand - Total
month months months years maturity

Assets
Cash, cash equivalents and balances ) )
with central banks 56,448 - - - 56,448
Loans and advances to banks and other 6.991 268
financial institutions 215,809 ! 86,910 32 173,991 484,001
Loans and advances to customers ) - ) 5690 100,691 11,380 117,761
Trading assets ) - ) ) ) - )
Financial assets measured at fair value ) 151
through OCI - - - - 151
Investment securities ) - i 1,418 ) - 1,418
Other financial assets ) - ) 228 ) - 208
Total assets 272,257 6,991 86,910 7,368 274,682 11,799 660,007
Liabilities
Depos!ts from banks and other financial 417 61.177 30,668 38.750 98,603 ) 229615
institutions
Deposits from customers 154,545 30,027 55,178 103,365 338 - 343453
Trading liabilities - 1 - - - - 1
Lease liabilities - 51 109 335 1,302 182 1,979
Other financial liabilities 1,670 - - ) - - 1,670
Subordinated debt - - - - - 58,633 58,633
Total liabilities 156,632 91,256 85,955 142,450 100,243 58,815 635,351
Net liquidity gap 115,625 (84,265) 955 (135,082) 174,439 (47,016) 24,656
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31 December 2024

Over 5
On demand Less than 1 land3 3and 12 land5 years and Total
month months months years no
maturity

Assets
Cash, cash equivalents and
balances with central banks 59,014 - - - - - 59,014
Loans and advances to
banks and other financial 266,360 15,301 8,955 - 206,664 - 517,280
institutions
Loans and advances to
customers - - 2,333 - 109,345 1,894 113,572

- 29 - - - - 29
Financial assets measured
at fair value through OCI - - - - - 110 110
Investment securities i ) ) 1,341 ) ) 1,341
Investment in subsidiaries ) ) ) ) 3 B B
Other financial assets ) ) ) 16 ) ) 16
Total assets 325,374 15,330 11,288 1,357 336,009 2,004 691,362
Liabilities
Deposits from banks and
other financial institutions 3,146 15,775 13,341 87,587 85,650 205,499
Deposits from customers 124,945 172,997 93,875 7,943 - - 399,760

- 30 - - - - 30
Lease liabilities ) 93 136 498 1,882 ) 2609
Other financial liabilities 208 ) ) ) ) } 208
Subordinated debt ) ) } ) 62,836 62,836
Total liabilities 128,299 188,895 107,352 96,028 87,532 62,836 670,942
Net liquidity gap 197,075  (173,565) (96,064) (94,671) 248,477  (60,832) 20,420
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Contractual maturities of undiscounted cash flows of financial assets and liabilities:

31 December 2025

Less than 1 land3 3and 12 land 5 Over 5 years and no

On demand month months months years maturity Total
Assets
Cash, cash equivalents and balances i )
with central banks 56,448 - - - 56,448
Loans and advances to banks and other 333
financial institutions 215,809 7,000 87,442 32 181,797 492,413
Loans and advances to customers i - ) 5857 111,312 14,380 131,549
Trading assets ) - ) ) ) - )
Financial assets measured at fair value ) 151
through OCI - - - - 151
Investment securities i - ) 1,431 ) - 1,431
Investment in subsidiaries ) - ; _ . - -
Other financial assets - - - 228 - - 228
Total assets 272,257 7,000 87,442 7,548 293,109 14,864 682,220
Liabilities
Deposits from banks and other financial )
institutions 417 61,251 30,796 39,090 102,242 233,796
Deposits from customers 154,545 30,052 55,357 105,014 346 - 345,314
Trading liabilities ] 1 ) ) i - !
Lease liabilities ) 58 123 380 1,474 207 2,242
Other financial liabilities 1,670 - - - - - 1,670
Subordinated debt ) - ) ) ) 65,922 65,922
Total liabilities 156,632 91,362 86,276 144,484 104,062 66,129 648,945
Net liquidity gap 115,625 (84,362) 1,166 (136,936) 189,047 (51,265) 33,275

31 December 2024

96



BANK OF CHINA (CEE) LTD.
Notes to the Standalone Financial Statements — 31 December 2025

Over 5
Less than land 3 3and 12 land5 years
On demand 1 month months months years and no Total
maturity
Assets
Cash, cash equivalents and
balances with central banks 59,014 - - - - - 59,014
Loans and advances to
banks and other financial 266,360 15,315 8,998 - 236,637 - 527,310
institutions
Loans and advances to
customers - - 2,359 - 126,560 2,454 131,373
Trading assets ) - ) ) ) _ _
Financial assets measured
at fair value through OCI - - - - - 110 110
Investment securities i i ) 1,374 ) ) 1,374
Other financial assets ) ) ) 16 ) ) 16
Total assets 325,374 15,315 11,357 1,390 363,197 2,564 719,197
Liabilities
Deposits from banks and
other financial institutions 3,146 15,802 13,450 88,872 89,462 - 210,732
Deposits from customers 124,945 173,275 94,427 8,093 - - 400,740
Trading liabilities ) 30 ) ) ) ) 30
Lease liabilities . 99 144 527 1,901 - 2,761
Other financial liabilities 208 ) ) ) ) ) 208
Subordinated debt ) ) ) ) ) 77751 77751
Total liabilities 128,299 189,206 108,021 97,492 91,453 77,751 692,222
Net liquidity gap 197,075 (173,891) (96,664) (96,102) 271,744 _ (75,187) 26,975
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The table below shows the contractual expiry by maturity of the Bank’s contingent liabilities and commitments.

In millions of
Hungarian Forint

On demand

Less than 1
month

land 3
months

3and 12
months

land5
years

Over 5
years
and no
maturity

Total

31 December 2025
Undrawn credit lines
Guarantees issued
Letters of credit

Other

10,676

30,399

10,676

30,399

Total Off-Balance
Sheet commitments
given

41,075

41,075

In millions of
Hungarian Forint

On demand

Less than 1
month

land 3
months

3and 12
months

land 5
years

Over 5

years
and no
maturity

Total

31 December 2024
Undrawn credit lines
Guarantees issued
Letters of credit

Other

11,359

35,868

11,359

35,868

Total Off-Balance
Sheet commitments
given

47,227

47,227

The liquidity management of the Bank requires considerations of the level of liquid assets necessary to settle obligations

as they fall due; maintaining access to a range of funding sources; maintaining funding contingency plans; and

monitoring liquidity ratios against regulatory requirements. The short-term liquidity issues - including negative gap - are

managed by Treasury Department utilizing the Funding Pool provided by Head Office. The short-term negative gap is

largely caused by classifying sight deposits in the earliest category, however the Bank doesn’t expect 80% of its sight

deposits to be withdrawn in the short-term. The Bank calculates liquidity ratios on a daily basis in accordance with the

requirement of the Central Bank of Hungary. These ratios are:

Instant liquidity ratio; which is calculated as the ratio of highly-liquid assets to liabilities payable on demand. The ratio

was 176% at 31 December 2025 (2024: 254%).

Current liquidity ratio, which is calculated as the ratio of liquid assets to liabilities maturing within 30 calendar days. The
ratio was 110% at 31 December 2025 (2024: 103%)
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Long-term liquidity ratio; which is calculated as the ratio of assets maturing after one year to equity and liabilities
maturing after one year. The ratio was 188% at 31 December 2025 (2024: 192%

According to Basel Ill Liquidity Coverage Ratio (LCR) is an important ratio for measuring liquidity. The threshold for this
ratios is 100%.

The Bank’s LCR was:
165% on 31 December 2025

174% on 31 December 2024.
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34.6 Geographical risk concentration

The geographical concentration of the Bank’s financial assets and liabilities at reporting date is set out below:

31 December 2025

In millions of Hungarian

EU (other than

China and

Other third

Forint Hungary Hungary) Hong Kong countries Total
Financial assets

Cash, cash equivalents and

balances with central banks 35,098 21,350 - - 56,448
Loans and advances to banks

and other financial institutions 278,994 149,166 25,302 30,539 484,001
Loans and advances to

customers 223 111,685 - 5,853 117,761
Financial assets measured at

fair value through OCI 148 3 - - 151
Derivative assets - - - - -
Investment securities 1,418 - - - 1,418
Other financial assets 228 - - - 228
Total financial assets 316,109 282,204 25,302 36,392 660,007
In millions of Hungarian Hunaar EU (other than China and Other third Total
Forint gary Hungary) Hong Kong countries

Financial liabilities

Deposits from banks and other

financial institutions 229,224 - 360 31 229,615
Deposits from customers 137,863 101,436 104,013 141 343,453
Trading liabilities - - 1 - 1
Subordinated debt 58,633 - - - 58,633
Other financial liabilities 2,039 1,610 - - 3,649
Total financial liabilities 427,759 103,046 104,374 172 635,351
Net position in on-balance

sheet financial instruments (111,650) 179,158 (79,072) 36,220 24,656
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35. Solvency and Capital

In accordance with Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises (banking law) and the EU
Regulation No 575/2013 on prudential requirements for credit institutions and investment firms (CRR), the Bank must

have a required Capital Adequacy Ratio.

In millions of Hungarian Forint 31 December 2025 31 December 2024

Tier 1 Capital elements 86,689 86,784
Adjustments due to prudential filters - -
Other transitional adjustments - -

Tier 1 Total 86,689 86,784

Tier 2 capital elements - -
Other transitional adjustments - -

Tier 2 total - -
Own funds 86,689 86,784
Total risk-weighted assets: 203,453 227,082
Capital adequacy ratio: 42.61% 38.22%

The Bank’s primary risk management objective is to optimize its capital allocation and maximize the value for the
founder within the acceptable risk profile and with satisfaction to the requirements of the regulatory authorities, its
depositors and other interest groups for the Bank’s prudent and stable development. The Bank reports its level of capital
adequacy to the Hungarian National Bank (MNB) on a quarterly basis and forecasts are prepared to discuss internally
on a regular basis. Management has a regular discussion with BoC Limited and proposes appropriate actions to the

founder if deemed necessary.

During the reporting periods the Bank complied with any externally imposed capital requirements to which it is subject.
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36. Contingencies and Commitments

Legal proceedings: from time to time and in the normal course of business, claims against the Bank may be received.
On the basis of its own estimates and internal professional advice, management is of the opinion that no material losses

will be incurred in respect of claims, and accordingly no provision has been made in these financial statements.

Tax contingencies: Hungarian tax legislation which was enacted at the end of the reporting period is subject to varying
interpretations when being applied to the transactions and activities of the Bank. Consequently, tax positions taken by
management and the formal documentation supporting the tax positions may be challenged by tax authorities. Fiscal
periods remain open to review by the authorities in respect of taxes for five calendar years following the current tax
year. The Hungarian transfer pricing legislation is aligned with the international transfer pricing principles developed by
the Organisation for Economic Cooperation and Development (OECD). This legislation provides for the possibility of

additional tax assessment for intercompany transactions if such transactions are not on an arm’s-length basis.

Compliance with covenants: the Bank is subject to certain covenants primarily relating to its borrowings. Non-
compliance with such covenants may result in negative consequences for the Bank including growth in the cost of
borrowings and declaration of default. Management believes that the Bank was in compliance with covenants at 31
December 2025 and 31 December 2024 and over the reporting periods.

37. Related party transactions

Parties are generally considered to be related if the parties are under common control, or one party has the ability to
control the other party or can exercise significant influence over the other party in making financial or operational
decisions. In considering each possible related party relationship, attention is directed to the substance of the

relationship, not merely the legal form.

Main terms and conditions of transactions with related parties

The treasury transactions with related parties (including loans, deposits and derivative deals) are concluded on terms
equivalent to those that prevail in arm’s length transactions. Outstanding balances at the year-end are unsecured and
settlement occurs in cash without netting of the receivable and payable amounts. There have been no guarantees
provided or received for any related party receivables or payables. The intragroup guarantees issued relate to corporate
customer transactions. The intragroup guarantees received as collaterals usually relate to exposures to customers.

The maturity of these contracts are in line with the principal customer transactions’ maturity dates.
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At 31 December2025, the outstanding balances with related parties were as follows:

- Key
In millions of Hungarian Forint Immediate parent Entities under management Total
common control
personnel
Loans and advances to banks and
other financial institutions 757 483,173 - 483,930
Loans and advances to customers - - 5 5
Deposits from banks and other
financial institutions 360 229,253 - 229,613
Deposits from customers - - 25 25
Trading liabilities 1 - - 1
Provisions 1 - - 1
Subordinated debt - 58,633 - 58,633
Guarantees received - 7,768 - 7,768
Guarantees issued 22,522 1,800 - 24,322

* Immediate parent and ultimate controlling party (Bank of China Limited) are considered as parent.

The Head Office of Bank of China Limited provided a liquidity facility to the Bank in the amount of USD 1 billion from

15t December 2021 to 30 November 2026, which was not used.

The income and expense items with related parties for 2025 were as follows:

. Key
In millions of Hungarian Forint Immediate parent Entities under management Total
common control
personnel
Interest income using EIR method - 15,352 - 15,352
Interest expense - 5,777 - 5,777
Fee and commission income - 1,765 - 1,765
Other operating income - 4,958 - 4,958
General and administrative expenses 137 1,329 8 1,474

* Immediate parent and ultimate controlling party (Bank of China Limited) are considered as parent.
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At 31 December2024, the outstanding balances with related parties were as follows:

In millions of Hunaarian Forint Immediate Entities under Key management Total
9 parent common control personnel

Loans and advances to banks

and other financial institutions 1,043 515,930 - 516,973

Loans and advances to

customers - - 8 8

Credit loss allowance on loans

and advances to customers - - - -

Trading assets 29 - - 29

Deposits from banks and other

financial institutions 597 204,900 - 205,497

Deposits from customers - - 15 15

Trading liabilities 20 10 - 30

Provisions 43 1 - 44

Subordinated debt - 62,836 - 62,836

Guarantees received - 8,287 - 8,287

Guarantees issued 27,738 353 - 28,091
The income and expense items with related parties for 2024 were as follows:

In millions of Hungarian Entities under Key management Total

Forint common control personnel

Interest income using EIR

method - 21,343 - 21,343

Interest expense - 6,070 1 6,071

Fee and commission

income - 1,971 - 1,971

Other operating income - 5,065 - 5,065

General and administrative

expenses 295 1,511 12 1,818

* Immediate parent and ultimate controlling party (Bank of China Limited) are considered as parent.
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Transactions with key management personnel

Key management personnel are those persons having authority and responsibility for planning, directing and controlling

the activities of the Bank, directly or indirectly, including Executive Officers.

The Bank enters into banking transactions with key management personnel in the normal course of business. During
the years ended 31 December 2025 and2024, the transactions and balances with key management personnel are

disclosed in the table above.

Related party transactions with key management personnel is limited because key management personnel is employed

by Bank of China Limited Hungarian Branch.

The key management compensation for the years ended 31 December 2025 and 2024 comprises:

Year ended 31 December Year ended 31 December

In millions of Hungarian Forint 2025 2024

Compensation for short-term employment benefits 8 12

Compensation for post-employment benefits - -
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38. Fair Value Disclosures

The table below includes the fair value of the financial assets and financial liabilities of the statement of financial position. The level in the fair value hierarchy into
which the recurring fair value measurements are categorized are as follows:

31 December 2025 31 December 2024

In millions of Hungarian Forint Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Assets carried at fair value
Derivative assets - - - - - - - R
Trading securities - - - - - - - R

Equity instruments measured at fair value

through OCI - - 151 151 - - 110 110

Tortal fair value of assets carried at

. - - 151 151 - - 110 110
fair value

Liabilities carried at fair value

Derivative liabilities - - - - - - - -

Tortal fair value of liabilities carried at
fair value

31 December 2025 31 December 2024
In millions of Hungarian Forint Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Fair value of financial assets not held
at fair value

- Cash, cash equivalents and balances
with central banks

- Loans and advances to banks and other
financial institutions

- Loans and advances to customers - - 117,761 117,761 - - 113,572 113,572

- Investment securities measured at
amortised cost

55 56,392 - 56,447 105 58,909 - 59,014

- 309,742 174,259 484,001 - 290,616 226,664 517,280

- 1,420 - 1,420 - 1,347 - 1,347
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Total fair value of financial assets not

held at fair valie 55 367,554 292,020 659,629 105 350,872 340,236 691,213
Fair value of financial liabilities not

held at fair value

- Deposits from banks and other financial - 131,012 98,603 229615 - 119,849 85650 205,499
institutions

- Deposits from customers - 343,115 338 343,453 - 399,760 - 399,760
- Debt securities in issue - - - - - - - -
- Subordinated debt - ; 58,633 58,633 ; ; 62,836 62,836
Total fair value of financial liabilities - 474127 157574 631,701 - 519609 148,486 668,095

not held at fair value

The fair value of the financial assets and liabilities is based on the book value as the interest rates of the financial assets and liabilities are based on usual market
conditions, no significant change in credit risk since origination and carry variable interest hence reprice regularly to market interest rate.
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The description of valuation technique and description of inputs used in the fair value measurement for level 2
measurements for year2025:

Valuation technique Inputs used

Assets at fair value

Financial assets

Investment securities

- Hungarian government bonds Dlscoflng\:\f:Sd cash Yield curve

39. Reconciliation of Liabilities Arising from Financing Activities

The table below sets out movements in the Bank’s liabilities from financing activities for each of the periods presented.
The items of these liabilities are those that are reported as financing activities in the statement of cash flows.

Subordinated

In millions of Hungarian Forint debt Lease liabilities Total

Liabilities from financing activities at 1 January 2024 58,733 1,419 60,152
Cash flows - (933) (933)
Foreign exchange adjustments 4,097 113 4,210
Other non-cash movements 6 2,010 2,016
Liabilities from financing activities at 31 December 2024 62,836 2,609 65,445
Cash flows - (805) (805)
Foreign exchange adjustments (3,704) (139) (3,843)
Other non-cash movements (499) 495 (4)
Liabilities from financing activities at 31 December 2025 58,633 2,160 60,793
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40. Events after the end of the Reporting Period

There was no significant event in the Bank operation after the end of the reporting period.

The financial statements were approved and authorised for issue by the Board and were signed on 27 May 2026.

Liu Xiaofei Li Juan
Chief Executive Officer Assistant Chief Executive Officer
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