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NOTE

* The following presentation is an update to the previous ABA Policy Advocacy Committee Position
Papers dated 14 November 2019 and 13 November 2020

» Please refer to these previous papers for basics, such as Fundamental Problems with LIBOR, Key
Differences between IBORs and RFR, How to use RFR in Cash Products, etc.

ERSTES

Page 2
Group



usD

CHF

JPY

€STR

SONIA

SOFR

SARON

TONAR

UPDATE RISK-FREE RATES (RFR)

European Central
Bank

Bank of England

Federal Reserve
Bank of New York

SIX Swiss
Exchange

Bank of Japan

Unsecured

Unsecured

Secured

Secured

Unsecured
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the interbank market

Data provided by money
market brokers
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Working Group on Euro
Risk-Free Rates
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Sterling Risk-Free Rates

Alternative Reference
Rates Committee
(ARRC)

National Working Group
on Swiss Franc
Reference Rates

Cross-industry
Committee on Yen
Interest Rate
Benchmarks

Note: A number of key Asian benchmarks are derived by applying a Forward FX curve to the USD LIBOR curve, notably SOR
(Singapore), THBFIX (Thailand), MIFOR (India), and PHIREF (Philippines). Replacement rates also will need to be identified here
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RFR VOLUMES STILL SMALL
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Calculation: Total traded notional per month across all IRD products split by RFRs (including OTC and ETD) and all

IRD products referencing other mdices.
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LIBOR:

Adherence to the
Protocol across the
market participants
will require contact
and agreement

23" Oct: ISDA

IBCR Fallback
and Protocol
published

Q4: Progress
active conversicn
of cash products
where viableto
reduce legagy
volume {BoE)

RECENT AND REMAINING MILESTONES

25t Jam: IBCR fallback supplement and

amendments made by the protocol

become effedive
End Q4: |PY —
transition to TONA for
standard inter-dealer
derivative trades

End Q4: Mo new USD
LIBCR FRMs maturing
afterend of 2021
{ARRC)

End Q4: Reduction of
CHF LIBOR-based cash
products without
fallback or a written
agreement for defining
the alternative reference
interast rate after 2021

Q1: Cease inftiation of new Sterling
LIBCR linked linear derivatives
expiring after 2021 {except for risk
management of existing positions)
(FCA)

LIBCR referencing products {Bonds &
Securitisations) maturing after 2021

Q1: Accelerate active conversion
where to reduce legacy volume
(FCA)

Q1: Complete assessment of all post
2021 cash contracts to identify

those that can be actively converted
(FCA)

{ARRC)

End Q4: Introduction of
robust fallback clause
for new CHF LIBOR-
based cash products
expiring after 2021

trades maturing
Q2: Ceaseissuance {ARRC)

of new bonds / notes
referencing LIBCR,

EONIA /
€STR:

QA:SOMNIA first
conwvention switch for
inter-dealer market

SONIA

SOFR:

Q4: Switch from
LIBCR to SOMIA for
sterling interest ratg

CM operationally

SOMIA derivatives
(FCA)

QOct: LCH and CME
switch from EFFR to
SOFR for PAI and
UsD discounting

Bilateral CSA renegetiation to mowve from

EFFR to SOFR for discounting on USD to
align to cleared derivative contracts.

SOR/SORA:

Q4: Consider timelines for

adoption of SORA as PAI

for CCP=s

ready to support the
development & market
making of non linear

Q1: Cease new issuance of Sterling  End Q2: No new USD LIBCR
business loans maturing after
end of 2021 (ARRC)

End Q2: Mo new USD LIBOR
securitization maturing after
end of 2021 {except CLOs)

End Q2: Mo new derivatives

Q2/Q3: GBP - Ceasetrading of LIBOR linked non lingar
derivatives, and cross currency derivatives with a sterling
leg, expiring after 2021 {except for risk management of
existing positions) (FCA)

Q2/Q3: Aszess and actively convert whereviable [e.g.
auction f compression mechanisms for derivatives). (FCA)

Q2/Q3: Complete adive conversion of  cash products.
Where active conversicn is not p055|ble for loans, ensure
robust fallbacks are adopted (FCA)

End Q3: Mo new UsSD
LIBCR CLOs {corporate
or CRE) {ARRC)

End Q3: Mo business
leans using USD LIBOR
and maturing after
2021 should be

2 Assumed

originated after June cessation of

30 LIBOR
publication

end 2021

1Q21 2021

Q1: SCNIA
published

End Q4: Making marksts in
SOFR-linked interest rate
volatility products

End Q4: Amend inter-dealer
CSAs 1o use SOFR {ARRC)

End Q1: Dealers changs market
convention gueting from LUSD
LIBCR to SOFR [ARRC)

Q1: All Domestic Sysiemically :):.;’irerg SCRA
substantially reduced gross  Important Banks (D-51Bs) P
exposures 1o SOR should be ready to offer a full- H1: Guidance on
derivativestc 90% by end- suite of SORA-based produds Cessation date for new
2020 to their customers by end-Feb 5OR originations and
2021, transition mechanisms

Q4: Banks 1o have

Q4: Final recommendation

on EURIBOR fallbadks and EOMIA
related solutions to amend ceases to
EURIBOR legacy contracts exist
expected

Q4: SCFR forward locking
term rate expecied

End Q2: Incorporate contractual fallbacks in a
majority of SOR referendng cash market
products {loans and FRMs) that mature after
end-2021

Q2: Ceasze all new issuance of S0R-based cash
market products

Q2: All non-DSIB banks should be ready fo

offer new SCRA-based products by end-April
2021
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SUMMARY

Announcement constitutes an index cessation event under the IBOR Fallbacks Supplement and the
ISDA 2020 IBOR Fallbacks Protocol for all 35 LIBOR settings

As a result, the fallback spread adjustment published by Bloomberg is fixed as of the date of the
announcement for all EUR, GBP, CHF, USD, and JPY settings (see next page)

24 LIBOR settings will permanently cease immediately after 31 December 2021 (all seven EUR LIBOR
tenors; all seven CHF LIBOR tenors; O/N, 1W, 2M, 12M GBP LIBOR; S/N, 1W, 2M, 12M JPY LIBOR; 1W,
2M USD LIBOR)

2 LIBOR settings will permanently cease immediately after 30 June 2023 (O/N and 12M USD LIBOR)

For the remaining 9 LIBOR settings, FCA will consult on requiring IBA to continue publication on a
synthetic basis after 31 December 2021 (1M, 3M, 6M GBP LIBOR; 1M, 3M, 6M JPY LIBOR), resp. after
30 June 2023 (1M, 3M, 6M USD LIBOR). However, these LIBOR settings will no longer be
representative of the underlying market and economic reality immediately after 31 December 2021, resp.
30 June 2023, and representativeness will not be restored

Publication of the mentioned LIBOR settings on a synthetic basis would be intended to assist legacy
contract holders. New use of this synthetic LIBOR by UK-regulated firms would be prohibited. FCA will
consult later in 2021 on which legacy uses of synthetic LIBOR might be permitted
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LIBOR

CHF

CHF

CHF

CHF

CHF

CHF

EUR

EUR

EUR

EUR

EUR

EUR

EUR

GBP

GBP

GBP

GBP

GBP

GBP

Tenor
Spot/Next
1 Week
1 Month
2 Months
3 Months
& Months
12 Months
Overnight
1 Week
1 Month
2 Months
3 Months
6 Months
12 Months
Overnight
1 Week
1 Month
2 Months
3 Months

6 Months

FIXED SPREAD ADJUSTMENTS

Ticker

SSFOOSN Index

SSFOOOTW Index

SSFOOOIM Index

SSFOOO02M Index

SSFOOO3M Index

SSFOO0&M Index

SSFOO12ZM Index

SEEOQOON Index

SEEOOOTW Index

SEEOOOIM Index

SEEOOO2M Index

SEEOOO3M Index

SEEOOO6M Index

SEEOOQO12M Index

SBPOOON Index

SBPOOOTW Index

SBPOOOTM Index

SBPOOO2M Index

SBPOOO3M Index

SBPOOO6M Index

Spread Adjustment
(%)

-0.0551
-0.0705
-0.0571
-0.0231
0.0031
0.0741
0.2048
0.0017
0.0243

0.0456

0.0753

0.0962

0.1637

0.2993

-0.0024

0.0168

0.0326

0.0633

0.1123

0.2766

LIBOR

GBP

JPY

JPY

JPY

JPY

JPY

JPY

JPY

usD

usD

us

us

uso

uso

Tenor

12 Months
Spot/Next
1 Week
1 Month
2 Months
3 Months
6 Months
12 Months
Overnight
1 Week
1 Month
2 Months
3 Months
6 Months

12 Months

Ticker

SBPOO12M Index

SJYOQOSN Index

SJYOOOTW Index

SJYOOOIM Index

SJYO002M Index

SJYOOO3M Index

SJYOO06M Index

SJYOO12M Index

SUSOOON Index

SUSOOOTW Index

SUSOOOTM Index

SUSO002M Index

SUSOOO03M Index

SUSOO06M Index

SUSOO012M Index

Spread Adjustment

(%)
0.4644

-0.01839

-0.01981

-0.02923

-0.0044%9

0.00835

0.05809

0.16600

0.00644

0.03839

0.11448

0.18456

0.26161

0.42826

0.71513
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KEY ISSUES

Spread Adjustment — to fairly reflect the structural differences between IBOR and RFR. RFR’s such as
SONIA and SOFR do not include a liquidity or credit risk premium, which lenders must add when they
transition away from IBOR’s to maintain their interest rate return. Spreads between IBOR’s and RFR’s
can widen substantially in times of stress, as we have seen in March 2020. Beyond 2021, the lack of
credit spreads in new risk-free rates could still create a risk of high interest margin volatility for banks, as
widening bank credit spreads have tended to partly mitigate falling risk-free rates in times of market
stress

» Fixed Spread Adjustments as of 05 March 2021; fallback rates in general higher than current IBOR

Term Rate - IBORs are forward-looking, usually over various tenors, and therefore rates are known ex-
ante. In contrast, RFR’s are overnight rates and are only known ex-post, on the next day, which creates
significant challenges in determining RFR term rates, in particular for cash products such as loans and
mortgages

» Term Rates published for GBP (Term SONIA testing complete) and JPY (TORF in testing phase), but

still not available for USD!

® Increasing Regulatory Pressure — increased demand for ever more detailed data on IBOR-linked

exposures and transition plans by regulators, deadlines for switch to RFR

» E.g. in HK, HKMA requires banks by 30 June 2021 to cease issuing new IBOR-linked products

maturing after 31 December 2021
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RER ISSUES BY APAC BANKS

Issuer Name Ticker Country Coupon Maturity Amt Issued Maturity Type Currency
Bank of China Ltd/Macau BCHINA CN 0.98 (17.10.2022 350,000,000 | AT MATURITY uUsD
Bank of East Asia Ltd/HK BNKEA HK 0.18 [15.09.2021 20,000,000 | AT MATURITY USD
Commonwealth Bank of Australia/New York CBAAU AU 0.20 (10.09.2021 150,000,000 | AT MATURITY UsD
Commonwealth Bank of Australia/New York CBAAU AU 0.11 |03.05.2021 50,000,000 | AT MATURITY usD
Export-lmport Bank of Korea EIBKOR KR 0.31 [11.03.2024 240,000,000 | AT MATURITY uUSD
Export-Import Bank of Korea EIBKOR KR 0.61 (25.08.2021 100,000,000 | AT MATURITY UsD
Kookmin Bank/Seoul CITNAT KR 0.47 |03.08.2022 200,000,000 | AT MATURITY USD
Korea Development Bank KDB KR 0.26 [09.03.2024 300,000,000 | AT MATURITY uUsD
Korea Development Bank KDB KR 0.56 [21.03.2022 200,000,000 | AT MATURITY UsD
Macquarie Group Ltd MQGAU AU 1.34 |12.01.2027 1,250,000,000 CALLABLE uUsD
Mitsubishi UFJ Trust & Banking Corp/New York MUFG JP 0.17 [23.08.2021 100,000,000 | AT MATURITY UsD
National Australia Bank Ltd NAB AU 0.15 [26.04.2021 50,000,000 | AT MATURITY uUSsD
Norinchukin Bank/New York NORBK JP 0.19 [18.11.2021 300,000,000 | AT MATURITY USD
Sumitomo Mitsui Banking Corp/New York SUMIBK JP 0.16 |10.09.2021 100,000,000 | AT MATURITY UsD
Sumitomo Mitsui Banking Corp/New York SUMIBK JP 0.12 (25.05.2021 130,000,000 | AT MATURITY UsD
Sumitomo Mitsui Banking Corp/New York SUMIBK JP 0.12 [14.05.2021 250,000,000 | AT MATURITY USD
Sumitomo Mitsui Banking Corp/New York SUMIBK JP 0.12 [12.05.2021 300,000,000 | AT MATURITY uUSD
Sumitomo Mitsui Banking Corp/New York SUMIBK JP 0.15 [22.07.2021 330,000,000 | AT MATURITY uUsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.16 (19.03.2021 415,000,000 | AT MATURITY UsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.14 [13.05.2021 350,000,000 | AT MATURITY USD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.15 [14.07.2021 350,000,000 | AT MATURITY uUSsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.21 [16.06.2021 70,000,000 | AT MATURITY uUSsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.20 (24.06.2021 50,000,000 | AT MATURITY UsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.12 [10.06.2021 100,000,000 | AT MATURITY USD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.15 [02.08.2021 100,000,000 | AT MATURITY uUSsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.15 (12.07.2021 50,000,000 | AT MATURITY uUSsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.18 (08.07.2021 150,000,000 | AT MATURITY UsD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.16 [09.04.2021 100,000,000 | AT MATURITY USD
Sumitomo Mitsui Trust Bank Ltd/ New York SUMITR JP 0.15 [14.07.2021 350,000,000 | AT MATURITY uUSsD
®
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CHECKLIST FOR ASIAN BANKS

1 Program Governance * Create working group to monitor market and regulatory developments
and coordinate with all stakeholders, establish contact with official RFR
working group

*  Senior management sponsor with decision-making powers

2 Transition Management Program *  Project management framework
* Impact assessment
* Resources and budget needs
* Deadlines for stop of IBOR-linked business and switch to RFR

3 Communication Strategy » External: clients, investors, counterparties, regulators, industry bodies
* Internal: regular updates to all stakeholders, staff training

4 Identify and Validate Exposures *  Product exposure analysis
* Identify and quantify IBOR-linked products maturing post 2021 and any
changes needed — consider using Al tools
+  Continuous monitoring

5 Develop Product Strategy « Timeline for offering new RFR-linked products
* Risk and product approval requirements for RFR products

6 Risk Management * Assess key risks from IBOR discontinuation incl. market readiness,
business impacts, legal risk, operational risk, and financial risk such as
accounting treatment and valuation

+ Establish processes to monitor and mitigate material risks

°
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CHECKLIST FOR ASIAN BANKS CONT’D

7 Transition of Contracts * Legal review of contracts maturing post 2021
« Check for adequate fallback language in existing contracts and
amend/renegotiate/replace/terminate if necessary
* Incorporate adequate fallback language in all new contracts (or switch to
RFR right away)
» Check adherence to ISDA 2020 IBOR Fallbacks Protocol

8 Operational and Technology * Check if systems can accommodate RFR mechanics — KONDOR+ has
Readiness new functionality for IBOR replacement
* Incorporate new market data sources and calculation methodologies into
IT system

+ Testing and readiness of material operations and technology vendors

9 Accounting and Reporting + ldentify impact on fair value, impairment, P&L, credit allowances
* Identify changes needed to be made to current finance systems,
operations, and control environment
* Update financial disclosures

10 Taxation » Identify tax implications and update tax documentation
+ Determine tax reporting requirements and jurisdictions
* Review amendments to existing contracts

°
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USEFUL LINKS

RFR Working Groups:

EUR: https://www.ecb.europa.eu/paym/interest rate benchmarks/WG euro_risk-free rates/html/index.en.html
USD: https://www.newyorkfed.org/arrc

GBP: https://www.bankofengland.co.uk/markets/transition-to-sterling-risk-free-rates-from-libor

CHF: https://www.snb.ch/en/ifor/finmkt/fnmkt benchm/id/finmkt reformrates

RFR Calculators

SIX for SARON: https://www.six-group.com/en/products-services/the-swiss-stock-exchange/market-data/indices/swiss-reference-
rates/saron-calculator.html

IHS Markit: hitps://rircalculator.ihsmarkit.com/ (recommended)

ICE Benchmark Administration: hitp://www.theice.com/iba/rfr-porial

NatWest: hitps://www.realisedrate.com/

New RFR’s

SONIA
https://www.bankofengland.co.uk/boeapps/database/fromshowcolumns.asp?Travel=NIx&ShadowPage=1&SearchText=sonia&Sea
rchExclude=&SearchTextFields=TC&Thes=&SearchType=&Cats=&ActualResNumPerPage=&TotalNumResults=12&XNotes2=Y&
C=5JK&ShowData.x=41&ShowData.y=34

SARON (license required!)

https://www.six-group.com/exchanges/indices/data_centre/swiss_reference_rates/values_de.html

SOFR

https://apps.newyorkfed.org/markets/autorates/SOFR

Erste Group Bank AG — Update on LIBOR
https://youtu.be/RyB6RRGNh84

(]
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https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/html/index.en.html
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https://www.bankofengland.co.uk/markets/transition-to-sterling-risk-free-rates-from-libor
https://www.snb.ch/en/ifor/finmkt/fnmkt_benchm/id/finmkt_reformrates
https://www.six-group.com/en/products-services/the-swiss-stock-exchange/market-data/indices/swiss-reference-rates/saron-calculator.html
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http://www.theice.com/iba/rfr-portal
https://www.realisedrate.com/
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DISCLAIMER

Important notice

This Document was prepared by Erste Group Bank AG as indicative proposal to the company referred herein (the "Company"). It has been provided for discussion purposes only
and is not to be construed as a personal transactional advice or recommendation; an offer to issue, buy or sell; solicitation or recommendation of any offer to issue, subscribe, to
buy or sell or to participate in any financial product referred to herein (the “Financial Instrument”) or to engage in any trading strategy involving them.

If Erste Group Bank AG will be mandated to act in the transaction described, the terms and conditions will be fully reflected in the then applicable final documentation, which will
supersede and replace this document in its entirety. All information, terms and pricing set forth herein is/are indicative, based on, among other things, market conditions at the
time of this writing and is subject to change without notice. This Document neither provides a full and complete overview of the transaction itself, the potential risks and
consequences, nor takes into account the individual circumstances and needs of the Company and/or any investor regarding income, taxes and risk tolerance, or whether the
Financial Instrument is a suitable or appropriate investment for the Company. Financial instruments involve different risk levels and besides the benefits described herein, the
transaction involves risks to be considered by the Company and/or any investor. The illustrated market performance and sample calculations cannot provide reliable predictions
about the future performance. Past performance is not necessarily indicative for future performances and transactions in financial instruments may involve significant risks and
can be considered as speculative. Since not all transactions are suitable for every investor, the Company and/or any investor shall, prior to the entering into any transaction,
consult its independent advisors (including but not limited to legal, accounting and tax advisor), to make sure that, irrespective of the information herein, the planned
investment/transaction fits into the Company’s needs and preferences and that the involved risks are fully understood by the Company and/or any investor and that after due
consideration the Company and/or any investor is convinced that it wish to enter into the intended transaction, is able to do so and can bear the economic consequences. Erste
Group Bank AG (including its principals, employees and/or representatives) does neither represent nor warrant that the Financial Instrument referred to herein will be issued and
that there is a secondary market for the Financial Instrument in the future. Although the information herein has been obtained from, and any opinions herein are based upon,
sources believed reliable, Erste Group Bank AG (including its principals, employees and/or representatives) makes no representation and warranty, express or implied, to the
accuracy, completeness and correctness of the information contained herein. Neither Erste Group Bank AG nor any of its principals, employees and/or representatives shall be
liable for any losses or damages whatever its nature is (including but not limited to any direct, indirect or consequential loss or loss of profit) and which may result from reliance
upon the information herein. All illustrations, analyses and conclusions contained herein are of a general nature. From time to time, Erste Group Bank AG, its principals,
representatives or employees of Erste Group Bank AG respectively may have a position in the Financial Instrument or hold options, warrants or rights with respect thereto or
other financial instruments of such issuers and may make a market or otherwise act in transactions in any of these financial instruments. Erste Group Bank AG, its principals,
representatives and/or employees may from time to time provide investment banking or consulting services to or serve as a manager/director in a company referred to herein.
The distribution of this Document and the Financial Instrument referred to herein is restricted or prohibited in certain jurisdiction such as, inter alia, Australia, Canada, Great
Britain, Japan and the United States of America. In particular, this Document may not be distributed and the Financial Instrument may not be offered or sold within the United
States of America or to, or for the account or benefit of, any U.S. Persons (as defined in Regulation S under the U.S. Securities Act of 1933 as amended) unless an exemption
under U.S. law or the state laws in the United States is applicable. Persons into whose possession this Document comes are required by Erste Group Bank AG to inform
themselves about and to observe such restrictions. Additional information can be obtained from Erste Group Bank AG upon request. This Document is based on the level of
knowledge of the person entrusted with their compilation on the date of its preparation. The Document should not be regarded as financial, legal, tax, regulatory or other advice.
Any statement herein is non-binding and without any obligation. Erste Group Bank AG is not responsible for printing or typographical errors. This Document and the contents
thereof is private and confidential and must not be reproduced, distributed, published or otherwise disclosed to any third party without the prior written consent of Erste Group
Bank AG.

© Erste Group Bank AG 2018
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