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This Prospectus contains all relevant information with regard to the Issuer and its
subsidiaries and afiliates taken as a whole the "Group") and the Notes which, according

to the particular nature of the Issuer ard the Notes, is necessary to enable investors to
make an informed assessment of the assets and liabilities, financial position, profit and
losses and prospects dhe Issuer and the rights attached to the Notes.

This Prospectusnay be used solely for thempose of considering an investment in the Notes
described in th@rospectusany other usage of thRrospectuss unauthorised.

Thelssuer accepts responsibility for the information in tRrespectusand confirms that it has

taken all reasonable care &nsure that the inforation contained in the Prospectus relating to

it is, to the best of its knowledge, in accordance with the facts and contains no omissions likely
to affect its mport.

No person is or has been authorised to give any information onake any represation

other than those contained in tH&ospectusn connection with the issue or sale of the Notes
and, if given or made, such information or representation must not be relied upon as having
been authorised by the Issuer or any of Diealers or the Arrangers (as defined in "Summary

of the Programme"). Neither the delivery of tRiospectusor any sale made in connection
herewith shall, under any circumstances, create any implication that there has been no change
in the affairs of thdssuer or the Group since the date hereof or the date upon which this
Prospectushas been mostecently amended or supplemented or that there has been no adverse
change in the financial position of the Issuer or the Group since the date hereof or the date
upon which thifProspectusas been most recently amended or supplemented or that any other
information supplied in connection with the Programme is correct as of any timegaehsto

the date on which it is supplied or, if different, the date indicateitie document ataining

the same.Every significantnew factor, material mistake or inaccuracy relating to the
information includedin this Prospectusvhich is capable of affectinthe assessment of the
Notes issued under the Programme avidch arisesor is notedbetween the¢ime when this
Prospectuds approvedby the FMA andhe final closing of an offer of Notes to the public or,

as the case may be, the time when trading on a regulated market iblresmentionedand
published in a suppient tothis Prospectus in accordance wifliticle 16 ofthe Prospectus
Directive and§ 6 of the Capital Market Act.

The distribution of thifrospectusand the offering or sale of the Notes in certain jurisdictions
may be restricted by law. Persons into whosgspesion thi®rospectusomes are required by

the Issier, the Dealers and the Arrangers to inform themselves about, and to observe, any such
restriction. For a description of certain restrictions on offers and sales of Notes and on
distribution of thisProspectussee "Subsqgption and Sale".

The Notes have not been and will not be registered under the United States Securities Act of
1933, as amended (the "Securities Act") and may include Notes in bearer form thétjece su

to U.S. tax law requirementSubject to certain exceptions, Notes may notfferea, sold or
delivered within the United States or, for the account and benefit of U.S. persons (See
"Subscription and Sale").

This Prospectusloes notonsttute an offer of, or an invitation by or orlhalf of the Issuer or
the Dealers or the Arrangers to subscribe for, orghase, any Notes.

The Arrangers and the Dealers have not separately verified the informatnairem in this
Prospectus None of the Dealers or the Arrangers makes any represmmteexpress or
implied, or accepts any responsibility, with respect to the accuracy or completeness of any of
the information in thisProspectusNeither thisProspectusor any otherihancial statements

are intended to provide the basis of any credivther evaluation and should not be considered

as a recommendation by the Issuer, the Arrangers or the Dealers that any recipient of this



Prospectusor any other financial statements should purchase the Nd&ash potential
purchaser of Notes should detene for itself the relevance of the information contained in this
Prospetus and its purchase of Notes should be based upon any such investigation as it deems
necesary. None of the Dealers or the Arrangers undertakes to review the financial condition or
affairs of the Issuer or the Group during the life of the arrangements contemplated by this
Prospectusnor to advise any investor or potential investor in the Notes of any information
coming to the attention of any of the Dealers or the Ageas.

In conrection with any Tranche (as defined in "Summary of the Programme"), one of the
Deders may act as a stabilising agent (the "Stabilising Agent"). The identity of the SBtgbili
Agent will be disclosed in the relevant Final Terms. References in the nagragi to "the

issue of any Tranche" are to each Tranche in relation to which a Stabilisation Agent is
appointed.

In connection with the issue of any Tranche, the Dealer or Dealers (if any) named as the
Stablising Agent(s) (or persons acting on behalfaofy Stabilising Agent(s)) in the applicable
Final Terms may oveallot Notes or effect transactions with a view to supporting the market
price of the Notes at a level higher than that which might otherwise prevail. However, there is
no asswance that the t@bilising Agent(s) (or persons acting on behalf of a Stabilising Agent)
will undertake stabilisation action. Any stabilisation action may begin on or after the date on
which adequate public disclosure of the terms of the offer of the relevant Trancheeisind,

if begun, may be ended at any time, but it must end no later than the earlier of 30 days after the
issue date of the relevant Tranche and 60 days after the date of the allotment of the relevant
Tranche. Such stabilising shall be in compliance vathapplicable laws, regulations and
rules.

In this Prospectusunless otherwise specified or the context mthee requires, references to

"EUR", "Euro" and " oducedat the thirdstagetoeEuropean ecenomiy i nt r
and monetary union pauant to the Treaty establishing the Europeam@anity as amended

by the Treaty on European Union and references to "USD" and "US dollar" are to the currency

of the United States of America.

This Prospectus ig0 be read in conjunction with all documenidich are deemed to be
incorporated herein by reference (see "Documents Incorporated by Reference" bhgw).
stakement contained in any document incorporated by reference herein shall be deemed to be
modfied or superseded for the purpose of the Proggett the extent that such statement is
inconsistent with a stament contained in the Prospectus.



LIST OF DOCUMENTS INCORPORATED BY REFERENCE

The Prospectushould be read and construed in conjunction with the following documents
which have been previolyspublished or are published simultaneously with thespectus

and which have been approved by the FMA or have been or will be filed with it and shall be
deemed to be ingporated in, and form part af.

Q) each set of Final Terms relating to any Notesued byVBAG which are
offered under the Programme at the time of this Prospectus which have been
filed with the FMA

(i)  the audited consolidated financial statementsV&AG for the finandal
years ended 31 December Z0dnhd 31 December 280Qogetherin each case
with the audit eport thereonand the unaudited consolidated interim
financial statements for the first quarter year ended 31 March; 2009

(iii)  the chaptersentitled '2.2 Wesentliche Merkmale der Wertpapiere" from
page 6 to page 8 and "3.2skkofaktoren der Wertpapietdrom page 10 to
page 12n section"Teil 1: Zusammenfssung des Prospektesticithe whole
section"Teil 2: Angaben zu den Wertpapieren" of the prospeciated 28
October 2005;

(iv)  the section entitled "5. Terms and Conaiits of the Notes" of the prospectus
relating to VBAG contained in the comprehensive programme document
dated 14 June 200@&nd

(iv) the sectiosentitled "5. Terms and Conditions of the Noteshtained irthe
prospectus dated 11 June 2007 (as supplemeataetitheprospectusiated 9
June 2008 (as supplemented).

Any statement contained in any document incorporated by reference herein shall be deemed
to be modified or superseded fire purpose of the Prospectts the extent that such
staement is inconsignt with a stagment contained in the Prospectus.

The Prospectus and the Final Terms are published in Austria by making available printed
copies of theProspectusthe Final Termsand the documents incorporated by refere in

the Prospectufree of dargeat the specified officeof the ksuerduring regularbusiness
hours

SUPPLEMENT TO THE PROSPECTUS

The Issuer hagiven an undertaking to the Dealers, andbliged by the provisions of
Article 16 ofthe Prospectus Directive argl6 ofthe Capital Market Act, to mentionand
publish at any time during the dation of the Programmevery significantnew factor,
materialmistakeor inaccuracy relating tthe information includedin the Prospectus/hich

is capable of affectinghe assessment dhe Notesissued under the Programnaadwhich
arisesor is noted between th#me whenthe Prospectuss approvedby the FMAand the

final closing of an offer of Notes to the public or, as the case may be, the time when trading
on a regulated market begins, in a s@ppént to the Prospectus.



SOURCES OF INFORMATION

Statistical and other data provided in tisospectushas been extracted from thenaal
repors of the Issuerand the audit repotthereon a book titled Schwabe, Ley & Greiner
GmbH - Marktstudien fur Baken und Systemanbieter Die Bankverbindungen des
Mittelstands in Osterreich 2005the Oesterreichische Nationalba®G (the "Austrian
National BanKk) and the "CEE Quartly 1I", April 2008 by Investkredit Bank AGThe
description of the Guarantor containdd chapter "9. REPUBLIC OF AUSTRIA
GUARANTEED NOTES is based on théunreviewed)informationreceivedby the Issuer

from the Austrian Federal Finance Agency (Osterreichische Bundesfinanzierungsagentur)
The Issuer haspaated the figures by publicly avable information The Issuerconfirms

that such inforration has been accurately reproduced and that, so far as it is aware, and is
able to asagain from information published by such sources, no facts have been omitted
which would rexder the reproduced formation inaccurate or misldig.



TABLE OF CONTENTS

LIST OF DOCUMENTS INCORPORATED BY REFERENCE 4
SUPPLEMENT TO THE PROSPECTUS 4
SOURCES OF INFORMATION 5
GENERAL INFORMATION RELATING TO THE PROGRAMME 8
1. SUMMARY OF THE PROGRAMME 11
N N TN o o To = ] .1 11
1.2 Summary regarding the risk factors..........ccoovviiiiiiiii e 16
1.3Summary regarding the ISSUET .......c.u i 19
2. RISK FACTORS 21
2.1 Risk factors relating to the ISSIEI...........oiiuiiiiii e 21
2.2 Risk factors relating to the NOTES.........viiiiiiii e 26
3. DESCRIPTION OF THE ISSUER 41
3.1 Business history and business development of VBAG...........coocoiiiiiiiiin, 41
3.2 BUSINESS OVEIVIBW. ..euuiiitii ettt e et e et e et e e et e e e e e et e e s et e e s e e eanseanaeetneeneennes 43
3.3 RISK MaANAGEMENL......ui et e et e e e ean e 45
3.4 0rganisational STUCIUIE. .......cuiii e aaaes 52
3.5 Trend INfOrMatioN . ...c.u e 54
3.6 Administr ative, Management, and Supervisory Bodies..............cccovvviiiiiiinennnnn. 55
3.7 Major Shar€hOIders.........couiii e 65
3.8 Financial information concerning VBAG...........ooiiiiiiiiiiiiiiieeiee e 65
3.9 Legal and arbitration proceedings...........cc.ovveevieiiiiieenieiiiineeiiieeeineeiineeeneeeene 1
3.10 Material CONTFACTS. .....uuiiii et e e e e e e eaas 72
3.11 DO@MENTS ON AiSPIAY . ..u it 72
4. THE AUSTRIAN BANKING SYSTEM 73
5. TERMS AND CONDITIONS OF THE NOTES 80
5.1 Terms and Conditions Of the NOteS..........cccouiiiiiiiiiiii e 80
5.2 Supplementary Terms and Conditions for Cashor-Share-Notes........................ 110
5.3 Form of Final Terms for NOteS..........ovuiii i 116
5.4 German version of the Terms and Conditions of the Noteis
Emissionsbedingungen der Schuldverschreibungen.............c.cooooiiiiiiicnnnneenn, 146
5.5German version of the Supplementary Terms and Conditions of the Cash
or-Share Notesi Erganzende Emissionsbedingungen fir Aktienanleihen.............. 180
5.6 German vesion of form of Final Terms for Notesi Formular fur die

endgultigen Bedingungen von Schuldverschreibungen...........ccoooooiviiiiinines 186
5.7 Terms and Conditions of the Certificates..........ccocoviiiiiiiiii e 219
5.8 Form of Final Terms for Certificates...........ooveiiiiii e 238
5.9 German version of the Terms and Conditions of the Certificates

Bedingungen der ZertifiKate..........coou i 252
5.10 German version of form of Final Terms for Certificatesi Formular fir

die endgultigen Bedingungen von Zertifikaten..............ooviiieiiiiiieiiein e 273
5.11 Terms and Caditions of the WarrantS...........ccoooiviiiiiii i 287
5.12 Form of Final Terms for WarrantsS...........cccoveiiiiini e 305
5.13 German version of the Terms and Conditions for Warrats i

Bedingungen der OptioNSSChEINE........coviiiii e 318
5.14 German version of form of Final Terms for Warrantsi Formular fur die
endgultigen Bedingungen von OptionsSsCheinen...........coovvviiiiiiiiiicie e 338



6. USE OF PROCEEDS 351

7. TAXATION 352
8. SUBSCRIPTION AND SALE 386
8.1 Summary of Dealer AgreemENt.......cccuiiiiii i 386
8.2 SelliNg RESIIICIIONS. ....ei et e e e enees 386
9. REPUBLIC OF AUSTRIAGUARANTEED NOTES 391
9.1 NaAture Of the GUATANTEE........iv i e eaeens 391
9.2 Information to be disclosed about the Guarantor.............cccooeviviiiiiiiiiiee, 391
10. GENERAL INFORMATION 412
11. STATEMENT PURSUANT TO COMMISSION REGULATION (EC) NO 809/2004
GLOSSARY AND LIST OF ABBREVIATIONS 415

ANNEX: TRANSLATIONS



GENERAL INFORMATION RELATING TO THE PROGRAMME

Description:

Programme Amount:

Issuer

Guarantor:

Arrangers .

Dealers:

Fiscal Agent and
Interrational Paying
Agent:

Austrian PayingAgent:

Debt issuance programme (the "Programme") for the isst
senior and subordinated note§ier 1 notesand Covered
Bonds and Notes guaranteed by the Republic of Aus
("Republic of Austria Guaranteed Notesgs bearer note
(Inhaberschuldverschreibunggeand senior and subordinate
derivative bearer notes (including warrarmisd certificates),
with or without a nominal amountdgether the "Notes").

Up to EUR 10,000,000,000 aggregate nominal amount
Notes, outstanding at any one tim@r the respective
equivalent in other currencies at the date of issUd)e Issuer
may increase the amourty a supplement tdhe Prospectu:
(see pagel) and in accordance with the terms of the De:
Agreement dated on or arou®dJune2009 betweenVBAG,

the Dealers and therfangers.

Osterreichisch&olksbankenrAktiengesellschaft (/BAG").

Republic of Austria (for Republic of Austria Guarante
Notes only).

BNP Paribas, London Branch ("BNP Paribas")

DZ BANK AG Deutsche ZentraGenossenschaftsban
Frankfurt am Main ("DZ BANK)

VBAG
BNP Paribas
DZ BANK

The Issuer may from time to time terminate the appointn
of any Dealer under the Programme or appoint additic
dealers either in respect of one or more Tranches or in re
of the whole Programme. References mstProspectus tt
"Dealers" are to all persons appointed as a Dealer in re:
of one or more Tranches or in respect of the wt
Programme.

BNP Paribas Securities Services, Luxembourg Branch

VBAG

The Issuer may, from time to time, remove the Internatic
Paying Agent and/or the Austrian Paying Agent, and/or 1
appoint other or additional paying agents, as set out in
Final Terms provided that it will at all times (i) maintain
Principal Paying Agent and a Calculation Agent, and (ii
Paying Agent in an EU member state, if athat will not be
obliged to withhold or deduct tax pursuant to European Cot
Directive 2003/48//EC or any other European Union Direc



Method of Issue:

Consolidationof Notes

Issue Price:

Distribution, Issue
Proadures:

Listing:

Use of Proceeds:

implementing tle conclusions of the ECOFIN Cazil meeting
of 26-27 November 2000 on the taxation of savings incom
any law implementing or complying with, or introduced
conform to, such Directiveand (iii) so long as the Notes a
listed on a stock exchange, ayla Agent with a specifiec
office in such cityas may be required by the rules of t
relevant stock exchangesuch other paying agents will
appointed in ecordance with applicable statuto
requirrments and/or the rules of the stock exchanges w
Notes of the respective Series are listed, and will eithe
banks or other entities licensed in the respective juotisati
to act as paying agents.

The Notes will be issued in series (each a "Series"). E
Series may comprise one owome tranches (each a "Tranche
to be consolidated, to form a single Series and to
interchangeable with all other Notes of the same Series is
on the same or different issue dates. The specific termr
each Tranche (which will be supplemented, wheeeessary
with supplemental terms and cadtidns and, save in respe
of the issue date, issue price, interest commencement dat
nominal amount of the Tranche, will be identical to the tel
of other Tranches of the same Series) will be set outén
Final Terms (the "Final Terms").

Notes may be issued as permanent issDesiéremissionen
i.e. continuously without a fixed subscription period, if anc
the price spd€ied in the Final Terms.

The Notes may be NGNs (which may be intended to
eligible collateral for Eurosystem monetary policy, if
specified in the relevant Final Terms) or CGNs, as speci
in the rebvant Final Terms.

Notes of one Series may be consolidated with Notes
another Seriesas set ouin therelevant Final Termsso that
they form one single Series of Notes

Notes may be issued at their nominal amount or at a disc
or premium to their nominal amount. Notes may be issue:
a fully paid or partly paid basis, the issue pricemiich will
be payable in two or more in$taents.

The Notes will be issued on a syndicated or-sgndicated
basis and may be distributed by way of public offers
private plaements.

Application has been maderfthe Programme to bedaitted
to the Markets.

Notes may also be listed on any other regulated
unregilated markets or stock exchanges or may be unliste
spedfied in the relevant Final Terms.

The net proceeds from the issue of Not@H be used for
general financing purposes of the Issuer. The proceeds



each issue of Subordinated Notes and Tier 1 Notes wil
used to strengthen the Issisecapital base to support tt
continuing growth of its buimess.
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1. SUMMARY OF THE PROGRAM ME

The following summary must be read as an introduction to the Prospectus and any decision
to invest in any Notes should be based on a review of the Prospectus as a whole, including
the documents incorporated by reference. Investors should therefore thémdentire
Prospectus carefully and base any decision to invest in Notes issued undeogianme

on an examination of this Prospectus as a whole, including the consolidated financial
staements of the Issuer, the matters set out uddsk Factor§ and, in relation to the
Terms and Conditions of any particular Tranche of Notes, the applicable Final Terms. Civil
liability will attach to the Issuer in respect of this Prospectus summary, including any
translation thereof, but only if the summary is mislieq, incorrect or contradictory when

read in canjunction with the other parts of this Prospectus. In the event that claims are
brought before a court based on information contained in this Prospectus, application of
the national legdlation of countries m the European Economic Area could result in the
investor appearing as plaintiff bearing the costs of translating this Prospectus before the
start of proceedings. Expressions defined in the Terms andit@msl of the Notes below

shall have the same meagim this summary unless specified othise.

1.1 The Programme

Form of Notes: The Notes may be issued in bea form only ("Bearer
Notes")

Each Series or, if applicable, Tranche of Notes will

initially represented on issue by a Temporary Global N
which will be exchangeable for a Permanent Global N
upon certification as to neWd.S. beneficial ownership a
required by U.S. Treasury regulations and in compliance \
the D Rules(as definedbelow under Selling Restrictiondsf

such Notes have an irali maturity of more than one year al
are being issued in compliance with the D Rules. @tise
such Tranche will be represented by a Permanent Global
without interest coupons. Definitive Notes and inter
coupons will not be issued

Clearing Systms: ClearstreamLuxembourg, Clearstream Frankfurt, Eurocle
or OeKB, Vienna, and, in relation to any Series, such o
clearing system as may be agreed between the Issue
relevant fiscal agent (the "Fiscal Agent") or paying agent
"Paying Agett") and the redvant Dealer.

Currencies: Subject to compliance with all applicable legal or retprdy
restrictions, relevant laws, regulations and directives, N
may be issued in any currency agreed between the Issue
the relevant Dealers.

Maturities: Such maturities as may be agreed between the Issuel
relevant Paying Agent and the relevant Dealer, provided
the Notes are subject to such minimum or maximu
matuiities as may be allowed or required from time to time
any laws, regulationand directives applicable to the Issu
Tier 1 Notes are perpetudupplementary Capital Notes al
Subordinated Supplementary Capital Notes will have
minimum maturity of eight years, Subordinat€dpital Notes
will have a minimum maturity of five year and Shorterm

11



Denomination:

Fixed Rate Notes:

Floating Rate Notes:

Zero Coupon Notes:

Variable Coupon Amount
Notes:

Interest Periods and
Interest Rates:

Warrantsand Certificates

Variable Redemption
Amount Notes:

SubordnatedCapital Notes will have a minimum maturity c
two years (all these terms as defined in the Terms :
Condtions of the Notes)

Notes will be in such denominations as may be dj@etin
the relevant Final Terms

Fixed rate interest will be payable in arrear on such basis
on such date or dates as specified in the relevianatl Ferms.

Floating rate notes ("Floating Rate Notes") will bear intel
determined separatelyor each Series as may be agre
between the Issuer and the relevant Dealer(s) as adjuste
any applicable margin, as specified in the relevant F
Terms.

Zero coupon notes ("Zero Coupon Notes") may $sied at
their nominal amont or at a discount to it and will not be
interest.

The Final Terms issued in respect of each issue of vari
coupon amount notes ("Variable Coupon Amount Notes")"
specify the basis for calculating the amounts of riege
payable, which may be by reference to a share, ¢
instrument, fund, index, commoditfyture contractcurrency
or formula or basket thereof or as otherwise provided in
relevant fnal Terms.

The length of tk interest periods for the Notes and 1
applcable interest rate or its method of calculation may di
from time to time or be constant for any Series. Notes |
have a maximum interest rate, a minimum interest rate
both. The use of interesalculaion periods permits the Note
to bear nterest at different rates in the same interest per
All such information will be set out in the relevant Fir
Terms.

The Issuer may from time to time issue warramsd
certificatesof any kind on any underlyingincluding but not
limited to indices equity, debt, currenes commodites,
future coitracts, interest rate¢or baskets thereofwhether
listed or unlisteyl and any other warrants or certificat
("Warrants"or "Certificates).

The Warrants may either be European style Warrant:
American style Warranter of another exercise stynd may
be cash or physically settle@he Certificates mayn certain
instanceshe ether shoriCertificates or longCertificates anc
are casksettled.

The Final Terms issued in respect of each issue of vari
redemption amount Notes ("Variable Redemption Amo
Notes") will specify the basis for calculating the redempt
amounts payable, which may be byawefnce to a stock, del
instrument, fund, index, commaodity, currendégterest rater
formula or basket thereof or as otherwise provided in
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Redemption:

Redemption by
Instdments:

Early Redemption:

Early Redemption at the
option of the Issuer or the
Notehobers:

Other Notes:

relevant Anal Terms.

Notes other than Tier 1 Notemay be redeemable at par or
such other reeimption amount (detailed in a formula
otherwise) or may be redeemable without repayment
principal ("Forfeiture Notes")as will be speidied in the
relevant Final Terms.

The relevant Final Terms may provide that Notes rhay
redeemable in two or morenstalments of such amounts a
on such dates as specified in the relevant Final Terms.

Except as provided in "Early redemption at the option of
Issuer or the Noteholders" below, Naotesther than Tier 1
Notes,will be redeemable at the option of the Issuer priol
maturity only for tax reasonsr in case of circumstance
relating to the underlying, or in case of a change of lav
hedging-disruption or hcreased hedgingosts, if specified ir
the Final lerms

The Tier 1 Notes may be redeemed by the Issuer for
reasons or if the ability of the Issuer under Austrian bank
law to attribute Tier 1 Notes town funds for Austrian capita
adequacy purposes on a consolidated basis is changed
detriment of the Issuer.

The Final Terms issued in respect of each issue of Notes
state whether such Notes may be redeemed prior to
stated maturity at the option of the Issuer (eithewhole or
in part) and/or(other than in case of Tier 1 Noteghe
Noteholders, and/or whether such Notes are subject to
other option of the Issuer/Noteholders, and if so the te
applicable to such redemption and/or otheation.

SubordinatedCapital Notes will not be subject to redemptic
at the option of a Noteholder in the first five years of tr
term, Shoriterm SubordinatedCapital Notes will not be
subject to redemption at the option of a Noteholder in the 1
two years of their term and Splgmentary Capital Notes ar
Subordinated Supplementary Capital Notes will not be sutk
to redemption at the option of a Mbblder in the first eight
years of their term.

In case of Tier 1 Notes, the relevant Final Terms will indic
that the Tier 1 Ntes (i) will not have a maturity date and w
not be redeemable at any time at the option of

Notehobers; (ii) will be redeemable at the option of the Iss
upon giving its notice within the notice period indicated in
relevant Final Terms to thlolders of the Notes on or after
date or dates specified and at a price or prices and on
terms as indicated in the applicable Final Terms.

Terms applicable to high interest Notes, low interest No
interest rate linked Notes, step Notes,stepdown Notes,
dual currency Mtes, reverse dual currency Notes, optio
dual currency Notes, partly paid Notes, yeayotes, reverse
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Withholding tax:

Status of Notes:

Senior Notes:

Subordinated Notes:

Tier 1 Notes

floating rate Notes, inflation linked Notes, CMS Notes, rai
accrual Notes, ratchet Notes, snowball Notesemstaer
Notes, switchable Notes, market timing Notes, chooser N¢
coupon booster Notes, dual redemption Notes, rev
convertible Notes, bonus Notes linked to an index, sh
commodity, fund,future contractcurrency or basket thereo
discount Notescashor-share Notesgovernment guarantee
Notes, forfeiture Notesind any other type of Note that tl
Issuer, and any Dealer or Dealers may agree to issue u
the Pogramme will be set out in the relevant Final Terms.

All payments ofprincipal and interest in respect of the No
(other than Certificates and Warrantsill be made free anc
clear of withholding taxes of the Republic of Austria subj
to customary exceptions (including the ICMA Standard
Exception), unless otherwisggi@ed between the Issuer a
the relevant Dealer(s) all as described in "Terms
Condtions of the Notes Taxation".

The Notes may be issued as senior Notes ("Senior Not
subordinated Notes ("Subordited Notes") Tier 1 Notes
Covered Bonds or Notes guaranteed by the Republic
Austria  ("Republic of Austria Guaranteed Notes"gs
described in "Terms and @ditions of the Notes Status".

Senior Notes will, subject as specified in the relevant F
Terms, constitute direct, unconditional, unsecured al
unswordinated obligations of the Issuer, save for ¢
obligations required to be preferred by law, as describe
"Terms and Conidions of the Notes Status".

Supplementary Capital Notes, Subio@ted Supplementar
Capital Notes, Subordinate@apital Notes and Shoiterm
SubordinatedCapital Notes (as described in "Terms a
Conditions of the Notes") will constitute unsecured a
subordnated obligations of the Issuer rankinmri passu
among thenselves angbari passuwith all other subordinater
obligations of the Issuer other than subordinated obligati
which rank senior to the Notes or are preferred by law. In
event of the liquidation or institution of bankrupt
proceedings over the asseof the Issuer, such obligatior
may be satisfied only after the nsabordinated claims o
creditors of the dsuer have been satisfieihe FMA has not
confirmed that the Subordinated Notes, once issued, w
constitute regulatory own funds of the Issaecording to the
Austrian Barking Act.

Tier 1 Notesare profitrelated, perpetual and subordinat
securities whichmay be issued in accordance with t
requirements from time to time for hybrid Tier dapital
(hybrides Kapital) as set outin sec 24 of the Austrial
Banking Act 1993 as amendeBgnkwesengesgtt'Austrian
Banking Act) , as described in "Terms and Cétidns of the
Notesi Statusi Tier 1 NoteS. The FMA has not confirme«
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Covered Bonds:

Republic of Austria
Guaanteed Notes:

Investment
Considestions:

Special Investment

Considerations for Notes
Linked to a Hedge Fund:

Negative Pledge:
Cross Default:

Events of Default:

Governing Law:

Place of Jurisdiction:

Binding Language:

that theTier 1 Notes, once issued, would constituégulatory
own funds of the Issuer according to the Austrian k@
Act.

Covered Bonds secured by separate asset pools will cons
direct, unconditional and unsubordinated obligations of
Issuer secured by special pools of coveretssall as
described in "Terms and Coittbns of the Note§ Status".

Republic of Austria Guaranteed Notes will, subject
spedfied in the relevant Final Terms, constitute dire
uncondtional and unsubordinatedbligations of the Issuer
guaranteed by the Republic of AustriaFéderation,Bund
accoding to sec 2 of the Interbankarket Support Act
(Bundesgsetz zur  Starkung des Interbankmark
(Interbankmarktstarkungsgetz i IBSG) as dascribed in
"Terms and Coditions of the Notes Status".

The applicable Final Terms will set forth any speci
invegment considerations for a particular Series or Tran
of Notes, if applicable. Prospective purchasers should re
any additional imestment considerations set forth in t
applicable Final Terms and should consult their own finan
and legal advisers about risks associated with investment
particular Series of Notes and the suitability of investinc
any Notes in the light oheir paticular circumstances.

An investment in Notes which economically represen
hedge fund carries a high degree of risk. Hence only a s
part of the disposable funds should berested into suct
Notes and not all disposable funds or funds financed by ¢
should be invested into such Notes. An investment into ¢
Notes will be offered to investors particularly knowledgea
in investment matters. Investors should participatethia
investment only if they are in a position to consider carefi
the risks associated with such Notes.

There is no negative pledge obligation.
There is no cross default provision.

The Terms and QGualitions of the Notes do not provide fi
express events of default.

The Notes will be governed and construed in accordance
Austrian law.

The courts competent for Vienna, Inner City, Austria, shall F
nonexclusive jurisdiction for all disputes with the Issuer aris
from or in connection with thesBotes to the extent legally
permitted (for example, if and to the extent mandated
applicable statute, proceegs may be permissible to t
brought in a court@mpetent for actions by asumers)

To be specified itherelevant Final Terms, asther:

English language, and, if specified in the relevant Fi
Terms, with the German language version constitutin
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convenience traslation only; or

German language, and, if specified in the relevant F
Terms, with the English language version constituting
convenience tradation only.

Ratings: Tranches of Notes may be rated or unrated. Where a Tre
of Notes is rated, such rating will be sifad in the relevant
Final Terms.

A rating is not a recommendation to buy, sell or h
secuities and may be subject to suspension, reductior
withdrawal at any time by the assigning rating agency.

1.2 Summary regarding the risk factors

Prospective invetors should consider carefully the risks of investing in any type of Note
before they make their investment decision. The occurrence of any of the events or
circumstances stated in the risk factors may impair the ability of the Issuer to fulfil its
obligations to the invetors with respect to the Notes and/or may adversely affect the market
value and trading price of the Notes or the rights of investors under the Notes and, as a
result, invetors could lose some or all of their investments. Prospectivestovs should
therefore casider two main categories of risk: (i) risks relating to tesuér, and (ii) risks
relating to the Notes.

Prior to deciding whether to invest in any Notes issued under the Programnospaqgive
investor should conduct its owthorough analysis (including its own accaimg, legal and
tax anaysis).

Risks relating to the Issue

Credit risk

The credit risk is the risk of partial or complete loss of interest and/or redemptyamepa
due to a default of the counterparty. It coisps in particular the nepayment risks,
country risks and default risks. Any deterioration in the creditwioréss of a counterparty
may lead to an increase in the credit risk.

Rating deterioration

There is a risk that a rating agency magpand, downgade orwithdraw a rating of the
Issuerand that such action might negatively affect the market value adidgrarice of the
Notes.

Market risk

The market risk is the riskelated to changes in interest rates and foreign currency as well
as price fluctuaons of shares and commodities.

Operational risk

There is a risk of losses due to any inadequacy or failure of internal proceedings, people,
systems, or external events, whether caused deliberately or accidentally or by natural
circumstances.

Economic ard political environment, receding financial markets

The economic and political environment in the countries where the Igss@aetive or has
operationsas well as the development of the world economy have a fundamental influence
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on the demand for the séces and financial products developed and offered by ghiget

In particular, the young market economies of Central and Eastern Europe and South East
Europe might experience, among others, higher exchange rate volatilities, currency
depieciation, slowdown in credit growth, reduction in external financing requirements and
depeeciation in the longer term which might have a substantial effect on the international
Issuer's operation.

Competition in the Austrian banking sector

There is fierce competition in ¢hAustrian banking sector, which is expected to further
intensify in the future. This may reduce profits and lead to a reduction in the capital freely
avaliable for investments of the Issuer

Regulatory risk

The legislation as well as the judicial and adisirative pratice in thejurisdictions where
the Issueis active might change advsely in respect of the Issuer

Currency risk

Since substantial assets, operations and customers of the Issuer are located outside the Euro
zone, the Isgeris exposed ta@urrency risks.

Real estate market risk

The Issuerowns substantial real estate amltherefore exposed to price risks in the real
estate area.

Risk factors specifically relating t&¢BAG

VBAG's appeal against a tax order concerning corporate tax payfoemievious years of
two fully consolidated subsidiaries ¥BAG might not prevail.

Risk factors relating to the Notes
General risks regarding Notes
Interest rate risk

The interest rate level on the money and capital markets may fluctuate on a dalartdsi
cause the value of the Notes to change on a daily basis.

Credit risk

The credit risk is the risk of partial or total failure of the Issuer to make interest and/or
redenption payments that the Issuer is obliged to make under the Notes.

Credit spreadisk

A credit spread is the margin payable by the Issuer to the holder of a Noteeusianpifor
the asumed credit risk. Investors in the Notes assume the riskhibatredit spread of the
Issuerchanges.

Rating of the Notes

A rating of Notes may noadequately reflect all risks of theviestment in such Notes and
may be suspended, downgraded or withdrawn.

Reinvestment risk

The general market interest rate may fall below the interest rate of the Natg dta term,
in which event investors may not lable to reinvest cash freed from the Notes in a manner
that provides them with the same rate efirn.
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Risk of early redemption

The Final Terms of a particular issue of Ngtether than Tier 1 Notespay provide for a

right of termination by the Issuelf the Issuer waso exercise its right during a period of
decreasing market interest rates, the yields received upon redemption might be lower than
expected, and theedeemed face value of the Notes might be lower than the purchase price
for the Notes pid by the investor.

Cash flow risk

In general, structured Notes provide a certain cash flow. The Final Terms setridgh u
which conditions, on which dates and in which amounts interest areffemption amounts
arelis paid. In the event that the agtemnditions do not occur, the actual cash flows may
differ from those gpected.

Option price risk

The price risk of an option is primarily influenced by the price and volatility of the
underling assets, indices or other item(s) (the "Underlying") thikestprice, the emaining
term and the risree interest rate. Strong fluctuations in the price or volatility of the
Underlying may influence theption price.

Currency riski Exchange rate risk

Investors may be exposed to the risk of unfavourable clsammgexchange rates or the risk
of authorities impsing or modifying exchange controls.

Inflation Risk

The inflation risk is the risk of future money depsaticin which reduces the real yield from an
investment.

No active liquid trading market Risk of sle prior to final maturity

Investors should be aware that it cannot be assured that a liquid secondary market for the
Notes will develop or, if it develops, that such market will continue. Investors may
therefore not be able to sell the Notes at the debiime or at the desired price. In the worst
case, investors may be unable to sell the Notes at all before maturity.

Suspension, interruption and termination of listing

The listingand the tradingf the Notes may be suspendéaterruptedor terminatedby a
decision of therespective stock exchang® a competent regulatory authority upon the
occurrence of a nmber of reasonsr upon application by the Issuer.

Market price risk- Historic performance

Investors are exposed to a risk of negative developsnef the market price of the Notes.
The historic price of a Note should not be taken as an indicator of futufermpance of
such Note.

Purchase on credit debt financing

If a loan is used to finance the acquisition of the Notes by an investor anNaties
subgquently go into default, or if the trading price diminishes significantly, the investor
may not only have to face a potential loss on its investment, but it will also haepay r
the loan and pay interest thereon.

Transaction costs/charges

Incidental costs related in particular to the purchase and sale of the Notes magagitjif
or completely reduce the profit potél of the Notes.
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Clearing risk
Investors have to rely on the functionality of the relevantradgasystem.
Taxation

Prospective investors should contact their own tax advisors for advice on thepaxgtiof

an investment in the Notes which might differ from the tax situation described for investors
generally. In addition, the tax regime relevant to an investor might ehangthe
disadvatage of thatnvestor.

Change of law

Changes in applicable laws, regulations or regulatory policies may have an adverse effect
on the Issuer, the Notes and thgastors.

Shortening of statutory prescription periods

Claims against the Issufor payments in respect of the Notedl be prescribed anddzome
void unless made within ten years (in respect of the principal) and within three years (in respect
of interest).

Special risks of individual features or categories of Notes

The purchasef Notes entails certain risks which vary depending on the spatddficand
type of the Notes. For a description of such specifications, types and risks an investor
should consider andnderstandhe relevant section of "Risk deors".

Structured Notesnay entail additional risks. An investment in Notes by which thkeenprm

and/or the interest on, or principal of which, is determined by reference to one or more
values of stocks, debt instruments, funds, currencies, commodities, interest rates or other
indices or femulae, either directly or inversely, may entail significant risks not associated
with similar investments in a conventional debt security, including the risks that the
resulting interest rate will be less than that payable on a conventionababelity at the

same time and/or that an investor could lose all or a substantial portion of thgpalriotc

its Notes.

An investment in Warrantand Certificatedinked to assets or bases of mefiece may entail
significant risks not associated withvestments in conventional seties such as debt or
equity securities, including, but not limited to, the risks set out in "Risk faét¥varrants
Certificate$ set out below.

Tier 1 Notes constitute direct, unsecured and subordinated obligationsle§tiee, ranking

junior as to payments to all liabilities to its creditors and claims of holders of senldngan
securities. They are perpetual and holders should be aware that they may be required to bear
the financial risks of an investment in the TikrNotes for an indefinite period of time.
Interest on the Tier 1 Notes is not cumulative and will be paid by the Issigrout of
Distributable Funds, to the extent available. Investors should note that even if sufficient
Distributable Funds are avail@) the Issuer will not be required to make payments of
interestsave forcertain instances.

1.3 Summary regarding the Issuer
General

VBAG is a joint stock corporationAktiengesellschaftestablished under Austrian law and
registered in the Austrian compasi register Firmenbuch under the name of
Osterreichische Volksbankekktiengesellschaft, registration number 11648t operates
inter alia under the commercial name of "VBAG". The competent court for registration is
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the Commercial Court Viennad@nddsgericht Wiei. Its registered office is at Kolingasse
19, A-1090 Vienna, Austria.

The Management Board/érstand of VBAG consists of six members. The Sugsory
Board @ufsichtsra} comprises twenty members, seven of whom are reprasars of the
stef council.

Share capital

VBAG's issued share capital amounts to EUR 311,095,411.82 and is divided into
42,791,666 bearer shares with a nominal value of EUR 7.27 each, as of the date of this
Prospectus.

The shareholders of the voting capital of VBAG arelkgbanken Holdingeingetragene
Genossenschaft (58.2 per cent.), DZ BANK group (25.0 per cent. plus one share), ERGO
group (Victoria insurance) (10.0 per cent.), Raiffeisen Zentralbank Osterreich
Aktiengeséllschaft (6.1 per cent.) and other shareholders ger cent.).

Financial Information

The financial information below is extracted from the audited consolidated financial
staements of VBAG for the year ended 31 December 2008:

Amounts in EUR thousand

Total assets 52,923,765
Net interest income 1,235,6
Annual result before taxes -401,849
Annual result after taxes -210,869
Profit attributable to shareholders of t -152,012

parent company (Consolidated net income)

Business Overview

VBAG is a universal bank and offers banking services to privigats, corporate clients,
clients from the public sector and to its partners, mainly the Austrian Volksbanken (credit
co-operatives), in Austria, Slovakia, the Czech Republic, Hungary, Slovenia, Croatia,
Romania, BosnieHerzegovina, Serbia, Cyprus, GermpaRoland, Ukraine and Malta.

VBAG's activities are organised in the following business divisions:
A Corporate;
A Retail;
A Treasuryand
A Real estate.
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2. RISK FACTORS

Prospective investors should consider carefully the risks set forth below and the other
information contained in the Prospectus, any supplements thésew paget) and the
respetive Final Terms prior to making any investment decision with respect to the Notes.
The following description of risk factors is limited to tmeost essential risk factors which

in the Issues current view could have a material adverse effect on the Isduesinesses,
opemtions, financial condition or pspects which, in turn, could have a material adverse
effect on the amount of principal @nnterest which investors will receive in respect of the
Notes and which could impair the ability of the Issuer to fulfil its obligations to the
investors with respect to the Notes. In addition, each of the risks highlighted below could
adversely affect he market value and trading price of the Notes or the rights of investors
under the Notes and, as a result, investors could lose some or all of their investments in the
Notes. Prospaive investors should therefore consider two main categories of riskskg
relating to the Issuer, and (ii) riskdating to the Notes.

Prospective investors should note that the risks described below are not the only risks the
Issuer faces and that are associated with the Notes. The Issuer has described only those risks
that it considers to be material and of which it is aware. There may be additional risks that
the Issuer currently considers not to be erat or of which it is not currently aware, and

any of these risks could have the effects set forth aboveedwer, prospective investors

should be aware that the events described in the risk factors may occur simultaneously,
which could compound the nagve effects. If one or several of the risk factors below were

to materialise, this might have considerable adveféects on the profit, business and
financial position of the Iser and the profit potential of the Notes.

Prior to deciding whether to invest in any Notes issued under the Programnospaqgive
investor should conduct its own thorough analysis (inclgdts own accouting, legal and

tax analysis) since any evaluation of the suitability for an investor of an investment in Notes
issued under the Programme depends upon the prospectiv@ois/garticular financial

and other circumstances, as well asspecific terms of the revant Notes. If it does not

have experience in financial, business and investment matters sufficient to permit it to make
such a determination, the investor shouldstdt with its financial adviser prior to make a
decision with espect to the suitdliitly of any investment in the Notes.

2.1Risk factors relating to the Issuer

The Issuer is subject to cedit risk, which meansthe risk of a partial or complete loss
of interest and/or redemption payments expected to be made by a counteapty (credit
risk).

The credit risk comprises negmyment risks, country risks and default risks. Any
deteriogtion in the creditworthiness of a counterparty may lead tonarease in the credit

risk. The worse the credit standing of the counterpartg, higher the noipayment risk.
Furthermore, it is possible that securities issued by thateoparty to cover the credit risk

will not be sufficient to settle the default in payments, for example due to a dramatic drop in
the maket price.

The credit riskis the most important risk with respect to an investment in the Notes since it
applies to both standard banking products, such as the credit, discount and guarantee
busness, as well as to certain trade products, such as derivative contracts like financia
futures, swaps and options or security pension tioses and security lending.

The credit risk also encompasses the country risk, which is the risk that a foreign
counteparty cannot make scheduled interest and/or redemption payments despite its own
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solvency due, for example, to a lack of foreign exchange reserves of the competent central
bank ("economic risk") or due to political interference by the respective government
("political risk").

There is a risk that a rating agency may sgpend, downgrade @ withdraw a rating of
the Issuer and that such action might negatively affect the market value and tcing
price of the Notes.

The risk related to the Issugrability to fulfil its obligations (liquidity risk) as issuer of
Notes is characterised amondnet matters by the rating of the Issuer.

A rating is the opinion of a rating agency on the credit standing of an issuer, i.eecastor

or an indicator of a possible credit loss due to insolvency, delay in paymemtoonplete
payment to the investordt is not a recommendation to buy, sell or holtigities. The

rating agency may in particular suspend, downgrade or withdraw a rating. Such suspension,
downgrading or wiidrawal may have an adverse effect on the market value and trading
price of the No#s. A dowgrading of the rating may also lead to a restriction of the access
to funds and, consequently, to higher refitiag costs.

The Issuer is subject to the risk of losses arising from changes of market prices
(market risk).

The market risk consistessentially of the risk related to changes in interest rates and
foreign currency as wedls pricefluctuations of shares and commodities. Price changes due
to increases in issuer specific credit spreads where no rating migration has occurred (credit
spread risk) are also regarded as market risk.

Market risk positions of the Issuer result particularly from customer business as well as
from proprietary trading and in the context of the asset and liability management.

There is a risk of losses due to anyinadequacy or failure of internal proceedings,
people, systems, or external events, whether caused deliberately or accidentally or by
natural circumstancegoperational risk).

The Issuer is exposed to various risks due to potential inadequacies orsfaifurgernal
controls, proceedings, people, systems, or external events, whether caused deliberately or
accidentally or by natural circumstances, and which may cause material losses. Such
opemtional risks include the risk of unexpected losses incurreda aonsequence of
individual events resulting, among other things, from faulty information systems,
inadequate orgarasonal structures or ineffective control mechanisms. Such risks also
include the risk of cost increases or profit losses due to unfableuowerall economic or
tradespecific trends. Any repational damage to the Issuer as a result of the occurrence of
one of these events also falls into this riskegaty.

The operational risk is inherent in all activities of the Issuer and cannotroaaied. In
particular, investors should be aware that the Issuer, like other banks, is increasingly
dependent on highly sophisticated information technology ("IT") systems. IT systems are
vulnerable to a number of problems, such as computer virus infiectialicious hacking,
physical damage to vital IT centres and software or hardware ncttfus.

With a view to minimising the probability of the materialisation of an operational risk, a
periodical supervision and reporting system has been introduceatdition, opeational

risks are addressed by means of standardised proceedings that seek to represent the risk
comprehensively and realistically. It can, however, not be guaranteed that such measures
and procedures will be effective or successful.

There is a risk of adversely changing economic and political environment and
declining financial markets.
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The Issuer is primarily active in Austria and in the countries of Central and Eastern Europe
("CEE") and South Eastern Europe ("SEE4y detailed in theountry risk exposuretable

below. The economic and political environment (e.g. unemployment, inflationinatibn

to invest, and economic growth) in these countries as well as the development of the world
economy have a fundamental influence on the denfandthe services and financial
products developed and offered by thssuer.

Generally declining financial markets may lead to a considerable deterioration in the
Issuefs operational and financial results. Reasons for declining financial markets may
include economic factors as well as factors such as wars, terrorist attacks, natural
catastrophes or sikar events.

Specific risks relating to CEE and SEE

There is a risk of negative political and economical developments in CEE and SEE
countries.

VBAG holds interests in banks i@EE and SEE countries such as Slovakia, the Czech
Republic, Hungary, Slovenia, Croatia, Romania, Bogdgrzegovina, Serbia, Ukraine and
Poland.

There is a risk ofnon EU accession in CEE and SEE

VBAG is active in a number ofEE andSEE markets that have or are close to EU
candidate status. Potential delays on the path towards EU accession might negatively impact
CEE/SEE economies and potentially also VBA@bility to generate profits in this region.

There is a risk of non- or delayed accession to the European Monetary Union in CEE
and SEE

VBAG is active in a number oCEE/SEE markets that have or are close to European
Monetary Union ("EMU) membership. Leaving the EMU or potential delays on the path
towards EMU accession might neiyely impact CEE/SEE economies and potentially also

VBAG's ability to generate profits in this region.

There is a heightened risk of credit losses due to local currency depreciation in
CEE/SEE

A significant amount of retail and commercial loans in the (3HE region are
denominated in CHF or EUR. Due to the current economic environment certain CEE/SEE
countries might experience depreciation of their local curremecgus CHF or EUR. This
might lead to higher default rates and thus reduced profits.

The Isswer ownsor developssubstantial real estatein the CEE and SEE regionand is
therefore exposed to price risks in the real #ate area.

Thelssuels substantial real estate holdinigsthe CEE/SEE regionreate a special risk that
negative fluctations in he fair value of its real estate will reduce their income or profits or
the balance sheet value of its assets

The Issuer is financing real estate developers in the CEE/SEE region and is therefore
exposed toheightened credit losses because of the curreetonomic downturn

Because of the current economic crisis the ability of real estate developers active in this
region to finalize and subsequently rent or sell their assaisdecreasand mightresult in

a potential for higher credit losses in this bussneegment. At the same time the potential
risk for reduced real estate values exibich results in théncreag ofthe loss potential for
VBAG in case of a credit event and subsequent sell off of the asset by VBAG.
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General political and economic enviroment

In the 1990s, the economies in most of the CEE and SEE countries were characterised by
relatively high inflation and correspondingly high interest rates, moderate growth in real
gross domestic product, low disposable income, declining real wage$ighdnational
convertible currency debt (in relation to gross domestic product and convertible currency
reserves).

The political and legal framework has been continuously developed, institutions, legal and
regulatory system characteristic of parliamentdeynocracies were created and accession to
the European Union ("EU") was the general main strategic and political guideline. Poland,
the Czech Republic, Slovakia, Hungary and Slovenia joined the EU on 1 May 2004,
Romania and Bulgaria became members as daduary 2007Slovakia has beea member

of the EMU since 1 January 2009.

Croatia intends tacceddo the EU in 2009.
Risk exposure of the Group
The Group's unsecured exposure is geographically spread as follows:

Countries Unsecured Exmsure Share of total
( in)aua
Austria 17,338 41,58
EEA including Switzeand 10,398 24,86%
CEE 9,531 22, 7%
Not EU-Europe 2,506 5,9%06
USA & Canada 1,334 3,19%
Other 660 1,58%

Data as of 3DecembeR008. Source: Issuer

EEA including Switzerland contains thdl@wing countries: Belgium, Switzerland, Germany, Cyprlenmark,
Spain, France, Great Britain, Greece, Ireland, Italy, Liechtenstein, Luxembourg, Malta, Netherlands, Norway,
Sweden, Iceland, San Marino, Portugal, Finland, Andorra, Moready atican.

CEE contains the following countries: Czech Republic, Estonia, Hungary, Lithuania, Latvia, Poland, Slovenia,
Slovakia, BulgariaandRomania.

Non EU-Europe contains the following countries: BoshierzegovinaCroatia, Kazakhstan, MacedonRussia
Turkey, Ukraine, Monénegro, Moldova, Albania, SerbiandBelarus.

USA and Canada contains the following countries: Caaad&SA

The cluster "CEE" includes only countries that are part of the European Union. VBAG is
directly active in this region through sit subsidary Volksbank International
Aktiengesellschaft "VBI" that is majority owned by VBAG. VBI has subsidiaries in nine
CEE and SEE countriegshe EU Member States Czech Republic, Slovenia, Slovakia,
Hungary, Romania as well as the SEE countries CroRBtiania and Serbia that are not part

of the EU and Ukraine. The exposure to Ukraine represents half a percent of the total loan
book. The biggest risk from a country perspective is Ukraine because of the overall
economic situation athatcountry. The creidi risk in these countries is hightened because of
the global crisis currentlpeingfacead and is further accentuated because a significant part
of the loans granted are denominated in EUR or CHF.
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VBAG has indirect exposure to real estate risk ies¢hcountries, mainly through its
commercial real estate developer Europolis Aktiengesellsclaftopolis but to a lesser
extend also through VBI and Investkredit Bank Aktiengesellschaft, the corporate bank of
the group. Europolis is an Austrian based susydafrthe Group that builds and maintains

real estate projects in the CEE and SEE region with a focus on Poland, Czech Republic and
Hungary. However business in Europolis is currently on hold and assets in the subsidiary
represent less than two percentlod total group.

Recent macroeconomic trends and associated risks

During the recent few years, the continuous expansion of current account deficits in several
countries still constitutes a risk factor for the development of CEE and SfEéncies, even

if most countries so far have been able to finance these deficits mostly through net inflows
of direct investment. Preventing deficits caused by excessively growing domestic and, in
particular, consumer demand is a key challenge during the economic catiphprgcess.

In addition, countries must create an attractive economic climate for direct investment
inflows (Source: Austrian National BanK,Financial Stability in Central and Eastern
Europé€).

Some of these risks have materialized since the second haffO& The global crisis has
filtered through to Central Europe's previously fgedwing economies. In the CEE region,

the main culprit was exports, the key growth driver in past years which evaporated as
demand in Germany and other European markets gdnindustrial output figures indicate

a sharp slowdown as many countries reported double digit falls in output recently.
Countries running high external deficits and/or debt have finally been hit by the global
financial crisis as it has become more andendifficult to raise funds on the international
financial makets. Hungary, Serbia and Romania have been given assistance by the IMF and
other intenational institutions. Regional currencies have depreciated against the Euro in
2008. In the firsthreemonths 2009 this general trend continued.

Overall, potential negative effects in the maeanomic climate in the SEE and CEE
countries, which are entirely beyond the control of the Issuers, may have an adverse effect
on the overall stability of SEE and EEegion and subsequently on the assets, financial
position and earnings of the Issuer and the Group.

The issuer is subject to intensifiedcompetition in the Austrian banking sector and in
all markets where it is active

There is fierce competition in th&ustrian banking sector, which is expected mensify
further in the future. This may reduce profits and thus lead to a reduction in tht@laafp
the Issuefreely available for investments.

The Issuer is subject to therisk of adversely changing legiktive environments in all
markets where it is active (regulatory risk).

The legislation as well as the judicial and administrative practice in the jurisdictions where
the issuer is active might change adversely in respect of the isBueractivities ofthe

Issuer are subject to national and international laws and regulations as well as to review and
supervision by the respective national supervisory authorities in the jurisdictions in which it
is active. Both the legislation and judicial and administeractices in these jurisdictions

are subject to change in ways that could adversely affect the Issuer.

Since substantial assets, operations and customers of the Issuer are located outside the
Euro-zone, the Issier is exposed to currency risks.
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The Issue has substantial assets, operations and customers outside of theoBarand is
therefore subject to foreign currency risks, which might have a material adverse effect on its
businesses, operations, financial condition andymots.

The Issuer owns subtantial real estate and is therefore exposed to price risks in the
real estate area.

The Issu€s substantial real estate holdings create a special risk that negativetfturgun

the fair value of its real estate will reduce their income or profitheralance sheet value

of its assets. Location, occupancy levels, length of time required to find new tenants and
cluster effects in certain regions are considered to be the major factors of thiseaaksB

the real estate market has a lower leveligdidity, it is particularly difficult to dtermine

fair value.

There is a risk that VBAG's appeal against a tax order concerning corporate tax
payments for previous years of two fully consolidated subsidiaries of VBAG might not
prevail.

As a result of icial tax audits, two fully consolidated subsidiaries of VBAG werdayed
to pay corporate tax for previous years. VBAG has filed appeals against these dheees
is a risk that VBAG's appeals will not prevail, as $dring 20® the total tax paymenst
involved amounted to approrately EUR 18 million (including interest for suspending
the tax payment).

For a description of pending legal and arbitration proceedings see "Description of the Issuer
T Legal and arbitration pceedings".

2.2 Risk factors relating to the Notes
General risks regarding Notes

The purchase of Notes entails certain risks, which vary depending on the spiecifand
type of the Notes.

Each investor should determine whether an investment in Notes is appropriate in its
partiaular drcumstances. An investment in Notes requires a thorough unddirsgaof the

nature of the relevant transaction. Investors should be experienced with respect to an
investment, in particular those relating to derivative Notes andaits and be aware did

related risks.

An investment in the Notes is only suitable for investors who:

A have the requisite knowledge and experience in financial and businets i@
evaluate the merits and risks of an investment in the Notes and the information
contained or ncorporated by reference in the Prospectus or any applicable
suppkement;

A have access to, and knowledge of, appropriate analytical tools to evaluate sitsh me
and risks in the context of the invessoparticular financial situation and to evaluate
the inmpact the Notes will have on their overall investment portfolio;

A understand thoroughly the terms of the relevant Notes and are familiar with the
behaviour of the redvant indices and financial markets;

A are capable of bearing the economic risk of an investnie the Notes until the
maturity of the Notes; and

A recognise that it may not be possible to dispose of the Notes for a substantial period
of time, if at all before maturity.
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The trading market for debt securities may be volatile and may be advergeyted by
many events.

Notes may be subject in particular to the following risks:

There is a risk that the interest rate level on the money and capital markets may
fluctuate on a daily basis and cause the value of the Notes to change on a daily basis
(interest rate risk).

The interest rate risk is one of the central risks of intebesting securities. The imest

rate level on the money and capital markets may fluctuate on a daily basis and cause the
value of the Notes to change on a daily basis. Theraaterate risk is a result of the
uncetainty with respect to future changes of the market interest rate level. In particular,
investors in Fixed Rate Notes are exposed to an interest rate risk that could result in a
diminution in value if the market intest rate level increases. In general, the effects of this
risk increase as the market interest rates increase. Conversely, a decreasingntesielatt i

rate level may result in an increase in the market value of the Notes.

The market interest rate level $¢rongly affected by public budget policy, the policies of

the central bank, the overall economic development and inflation rates, as well asigyg fo
interest rate levels and exchange rate expectations. However, the importance of individual
factors canot be directly quaitied and may change over time.

The interest rate risk may cause price fluctuations during the term of any Note. The longer
the remaining term until maturity of the Notes and the lower their rates of interest, the
greater the price fetuations.

A materialisation of the interest rate risk may result in delay in, or inability to make,
schealuled interest pgments.

There is arisk of partial or total failure of the Issuer to make interest and/or
redemption payments that the Issuer is obligd to make under the Notegcredit risk) .

Investors are subject to the risk of a partial or total failure of the Issuer to make interest
and/or redemption payments that the Issuer is obliged to make under the Notes. The worse
the crediworthiness of thedsuer, the higher the risk of loss (see also "Risk Factors relating

to the Isser" above).

A materialisation of the credit risk may result in partial or total failure of the Issuer to make
interest and/orademption payments.

Investors in the Notes assumehe risk that the credit spread of the Issuer changes
(credit spread risk).

A credit spread is the margin payable by the Issuer to the holder of a Noteessianpifor
the assumed credit risk. Credit spreads are offered and sold as premiums on ckfesw ri
interest rates or asstiounts on the price.

Factors influencing the credit spread include, among other things, the creditworthiness and
rating of the Issuer, probability of default, recovery rate, remaining termatority of the

Note and obligaons under any collateralisation or guarantee and declarations as to any
preferred payment or subordination. The liquidity situation, the general level of interest
rates, overall emomic developments, and the currency, in which the relevant obligation is
denominated may also have a positive or negafifece

Investors are exposed to the risk that the credit spread of the Issuer widens resulting in a
decrease in the price of the Notes.
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There is a risk that arating of Notes may not reflect all risks ofthe investment(rating
risk).

A rating of Notes may not adequately reflect all risks of the investment in such Notes.
Equally, ratings may be suspended, downgraded or withdrawn. Such suspension,
downgraling or withdrawal may have an adverse effect on rfterket value and tding

price of the Notes. A credit rating is not a recommendation to buy, sell or haldtisesc

and may be revised or withdrawn by théimg agency at any time.

There is a risk that the general market interest rate may fall below thanterest rate of
the Note during its term (reinvestment risk).

Investors may be exposed to risks connected to thwasiment of cash resources freed
from any Note. The return the investor will receive from a Note depends not only on the
price and the ominal interest rate of the Note but also on whether or not the interest
received duing the term of the Note can be reinvested at the same or a higher interest rate
than the rate provided for in the Note. The risk that the general market interest Iste fal
below the interest rate of the Note during its term is generally called reinvestment risk. The
extent of the reinvestment risk depends on the individual features of évameNote.

There is a risk that the Issuer exercise its right of termination (risk of early
termination).

The Final Terms of a particular Series of Notether than Tier 1 Notesnay provide for a

right of termination by the Issuer. Such right of termination is often provided for Notes
issued during periods of high interest ratéshe market interest rates decrease, the risk to
investors that the Issuer will exercise its right of termination increases. Furthermore, the
Issuer also has the right to redeem the Tier 1 Notes if ability of the Issuer under Austrian
banking law to attbute Tier 1 Notes to Own Funds for Austrian capital adequacy purposes
on a consabated basis is changed to the detriment of the Issuer or Interest Payments on
such Tier 1 Notes cease to be fully deductible as expenses for the purposes of applicable
income tax law. As a consequence, the yields received upon ptidenmay be lower than
expected, and the redeemed face amount of Notes may be lower than the purchase price
paid by the investor. As a nsequence, part of the capital invested by the investor ea

lost, so that the investor in such case would not receive the total amount of the capital
invested. In addition, a future yield expected by the investor may be lost arstbirsvihat

have received monies through an early redemption and choose testesuch monies may

be able to do so only in securities with a lower yield than édeemed Notes.

There is a risk that the actual cash flows may differ from those epected (cash flow
risk).

In general, structured Notes provide a certain cash flow. FHihal Terms set forth nder
which conditions, on which dates and in which amounts interest areffemption amounts
arelis paid. In the event that the agreed d¢thmas do not occur, the actual cash flows may
differ from those expected.

The materialisatin of the cash flow risk may result in the Isssi@nability to make interest
payments or in the inability to redeem the Notes, in whole or in part.

There is a risk of fluctuation in the price or volatility of the Underlying (option price
risk).

The opton price is a premium the buyer of an option must pay in order to be allowed to
execise its option right at or by the final maturity date, that is to request that the seller of
the option dlivers or accepts, as the case may be, the specified Undedyitlge agreed
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price. The option price is determined by supply aech@nd on the market and is related to
a theoretical exercise price of a mathematical optiocirggzimodel.

The price risk of an option is influenced by the price and volatility of the Uyidgr the

strike price, the expiration date and the #isde interest rate. Strong fluctions in the

price of the Underlying or in the volatility may lead to a strong increase or decrease in the
price of the option. The option price usually decreasassaexpiration datepgroaches.

Investors may be exposed to the risk of unfavourable changes in exchange rates or the
risk of authorities imposing or modifying exchange controls(currency risk i exchange
rate risk).

The currency risk is the risk of a gative difference between the actual and thpeeted

yield from a Note denominated in a foreign currency. The currency risk consists of the
interest rate risk (see above) and thermnge rate risk. The exchange rate risk results from

a development of thexchange rate which is negative for the investor. The exchange rate
denominates the price ratio between two currencies, whereby the quantity of foreign money
units per Euro is considered (indirect gatain).

In addition, there is a risk that authoritiesy impose or change exchange controls.

It has to be noted that the interest payments and the redemption of a Note, as well as the
value of the Unddying may be denominated in a foreign currency.

If the currency risk materialises, the investor may reeeno interest or redemption
payments or only partial payments.

There is arisk of inflation.

The inflation risk is the risk of future money depreciation. The real yield from an
invegment is reduced by inflation. The lower the rate of inflation, the drighe real yield

on a Note. If the infition rate is equal to or higher than the nominal yield, the real yield is
Zero or even negative.

Investors should be aware that it cannot be assured that a liquid secondary market for
the Notes will develop or, ifit develops, that such market will continue.

Notes issued under the Programme are new issues. Thus, there will be no liduig tra
market for the Notes when they are issued, unless otherwise expressly stated in the relevant
Final Terms.

The Issuer doesot make any representations as to the liquidity of the Notes or their listing
on a regulated nmket, unless otherwise expressly stated in the relevant Final Terms.

Some issues of Notes will not be listed. The listing on any regulated market is not
guaranteed. Even if the Notes are listed on a regulated market, there is no guarantee that a
liquid market will develop or, if it deveps, that such market will continue. In the event
that a secondary market for the Notes develops, neither the price devetagfnties Notes

nor the liquidity of the secondary market is foresae.

Therefore, investors should be aware that they might not be able to sell the Notes held at the
desired time or at the desired price. In the worst case, they may be unable to Beliebhe
at all before maturity.
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There is a risk that trading in the Notes will be suspended, interrupted or terminated

The listing ofthe Notes may be suspended or interrupted by the respective stock exchange
or a competent regulatory authority upon thewcence of a humber of reasons, including
violation of price limits, breach of statutory provisions, occurrence of operational problems
of the stock exchange or generally if deemed required in order to secure a functioning
market or to safeguard the inests of investors. Furthermore, trading in the Notes may be
terminated, either upon decision of the stock exchange, a regulatory authority or upon
application by the Issuer. Where trading isn underlying of theNotes is suspended,
interrupted or terminatk trading in the respective Notes will usually also be suspended,
interrupted or terminated and existing orders for the sale or purchase of such Notes will
usually be cancelled.

Investors should note that the Issuer has no influence on trading suspansiterruptions

(other than where trading in the Notes is terminated upon the Issuer's decision) and that
investors in any event must bear the risks connected therewith. In particular, investors may
not be able to sell their Notes where trading is sudeéninterrupted or terminated, and the
stock exchange quotations of such Notes may not adequately reflect the price of such Notes.
Finally, even if trading inthe Notes is suspended, interrupted or terminated, investors
should note that such measures maither be sufficient nor adequate nor in time to prevent
price disruptions or to safeguard the investors' interests; for example, where tratlieg in
Notes is suspended after prsensitive information relating tdhe Notes has been
published, the priceof the Notes may already have been adversely affected. All these risks
would, if they materialise, have a material adverse effect on the investors.

Investors are exposed to a risk of negative developments of the market price of the
Notes.

The historic pice of a Note should not be taken as an indicator of future peafuce of
such Note.

It is not foreseeable whether the market price of structured Notes will rise or fall. If the
price risk materiises, the Issuer may be unable to redeem the Notes ilewhin part.

The Issuer gives no guarantee that the spread between purchase and selling prices is within
a catain range or remains constant.

If a loan or credit is used to finance the acquisition of the Notesthe loan may
significantly increase the sk of a loss.

If a loan is used to finance the acquisition of the Notes by an investor and the Notes
subgquently go into default, or if the trading price diminishes significantly, the investor
may not only have to face a potential loss on its investmaritit will also have toapay

the loan and pay interest thereon. A loan may significantly increase the risk of a loss.
Investors should notsaume that they will be able to repay the loan or pay interest thereon
from the profits of a trans#ion. Instea, investors should assess their financial situation
prior to an investment, as to whether they are able to pay interest on the loan, repay the loan
on cemand, and that they may suffer losses instead ofsieglgains.

Incidental costs related in particular to the purchase and sale of the Notes may
significantly or completely reduce the profit potential of the Notes.

When Notes are purchased or sold, several types of incidental costs (includingtioansa
fees and commssions) are incurred in addition the purchase or sale price of the security.
These incidental costs maygsificantly reduce or eliminate any profit from holding the
Notes. Credit institutions as a rule charge cossinns which are either fixed minimum
commissions or proata commissionsdepending on the order value. To the extent that

30



additional - domestic or foreign- parties are involved in the execution of an order,
including but not limited to domestic dealers or brokers in foreign markets, investors may
also be charged for the bretage fees, commsions and other fees and expenses of such
parties (third party costs).

In addition to such costs directly related to the purchase of securities (direct costs),
investors must also take into account any folloyy costs (such as custody $¢elnvestors
should inform themselves about any additional costs incurred in connection with the
purchase, cstody or sale of the Notes before investing in the Notes.

Investors have to rely on the functionality of the relevant cledng system.

The Notesare purchased and sold through different clearing systems, such as Clearstream
Barking AG, Clearstream Banking S.A., Euroclear Bank S.A./N.V. or Oesterreichische
Kontrollbank Aktiengesellschaft. The Issuer does not assume any responsibility as to
whether he Notes are actually transferred to the securities portfolio of the relevastanve
Investors have to rely on the funatadity of the relevant clearing system.

The tax impact of an investment in the Noteshould be carefully considered,

Interest pagynents on Notes, or profits realised by an investor upon the sale gmieptof

Notes, may be subject to taxation in its home jurisdiction or in other jatigds in which

it is required to pay taxes. The tax impact on investors generally in Austdasizibed

under "Taxtion"; however, the tax impact on an individual investor may differ from the
situation described for investors geaky. Prospective investors, therefore, should contact
their own tax advisors for advice on the tax impact of an imwest in the Notes.
Furthemore, the applicable tax regime may change to the disadvantage of the investors in
the future.

Changes in applicable laws, regulations or regulatory policies may have an adverse
effect on the Issuer, the Notes and thevestors.

The terms and conditions of the Notes will be governed by Austrian law in effect as at the
date of this Prospectus. No assurance can be given as to the impact of any possible judicial
decision or change to Austrian law (or law applicable in Austria) dotigistrative practice

after the date of this Prospectus.

Shortening of statutory prescription periods

Claims against the Issuer for payments in respect of the Madtebe prescribed andebome
void unless made within ten years (in respect of the pricipal within three years (in respect
of interest).There is a risk thaitnvestors may not be able to successfalgim payments in
respect of the Notesgainst the Issueftertheseperiods of time.

Special risks of individual specifications and categyi es of Notes
Individual specifications and categories of Notes may bear further risks.

A summarised description of the specifications and categories of Notes is glogndnd
the material risks of the individual products are outlined. Furthermore, shefactors
described above may apply to ividual products.

31



Risks of additional specifications
Issuets right to redeem prior to maturity (Issucall option)

If a Note includes a call option of the Issuer, the Issuer may, upon notice gideenr tle

Note on one (or more) specified call redemption datagllysat par. The investor bears, in
addition to the stated risks, the risk of early redemption described above and, since the
Issuets right to redeem prior to maturity is an option, the exerpisee risk. This may lead

to substantial price fluctuations if there are changes in interest rates or itityolati

Investofs right to declare Notes due (Invessoput option)

If a Note includes a put option of the investor, the investor is entitledtton the Note to

the Issuer at par on one (or more) specified put redemption dates. In general such rights are
advantageous for investors. However, since such right is an option, there is the exercise
price risk and, if there are changes in interesegabr in volatility, substantial price
fluctuations may occur.

Partial redemption (Teiltilgung)

If a Note includes a partial redemption feature, part of the Note is redeemed prior to
matuity. This, however, is not considered to be an option, since thmuaimof the partial
redemption is set in advance. If the percentage value, which investors receive in such case
as partial redemption, is below the relevant percentage of the issue or purchase price,
investors may suffer substantial losses. Due to a pagtemption, the investor may lose

an «pected future yield. See also the "Risk of Early Redemption" described above.

Floor

If a Note includes a floor, the interest rate payable cannot be lower than the floor. In
general, such a floor is advantageous fbe investor. However, since a floor is aption,

there is the exercise price risk arifithere are changes in interest rates or in volatility,
substantial price flucttions may occur.

Cap

If a Note includes a cap, the cap states the maximum fontkeest rate payable. Since the
cap is an option, there is the exercise price risk dritiere are changes in interest rates or
in volatility, substantial price fluctuations may occun particular, the yield potential
limited by the cap may limit therjge increase of the Note, if the marketceeds the level
of the cap.

Target coupon

A target coupon is a coupon which is accumulated during the term of the Note. It leads to an
early redemption of the Note, as soon as it has reached the specified ath@uiote
includes a target coupon, the investor bears the risk of early redempsionb&d above, in
addition to the stated risks.

Due to the construction of the target coupon, the investor might, over a longer period of
time, receive low interest oroninterest at all, if the interesate development or the
devdopment of the Underlying lies below the inve&oexpectations. Therefore, the early
redemption may be postponed if the target coupon is not reached (see "Cash flow risk"
above). However, athe latest at the end of the overall term of the Note there is the
redenption at par plus a minimum rate of return (if any).
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Risks of individual product categories
Fixed Rate Notes

Investors in Fixed Rate Notes are exposed to the risk that subsequagesha hterest

rates may adversely affect the value of the Notes. The interest rate on the capital markets
for comparable issues (the "Market interest rate") usually changes on a daily basis, while
the nominal interest rate of a Fixed Rate Note is fixkaing the term of the Note.
Therefore, the price of Fixed Rate Notes typically changes in the opposite direction from
the Market interest rate.

Floating Rate Notes

Floating Rate Notes are Notes on which interest is payable with a variable coupon, and
which are redeemed at par. The interest income on Floating Rate Notes cannot be
detemined in advance. Due to varying interest income, investors are not abdetmuhe
the definite yield to be received from Ftoey Rate Notes at the time they are purchased

Zero Coupon Notes

Zero Coupon Notes do not include any coupon. The difference between the redemption
price and the issue price constitutes the yield, in lieu of periodic interest payments.
Therefore, the investor receives only one payment: the salesepds of a sale prior to
maturity or the redemption amount at maturity. The IRR (Internal Rate of Return) may be
either fixed or variable. Changes in market interest rates have a substantially stronger
impact on the prices of Zero Coupon Notes than ormptiees of ordinary notes, because the
discounted issue prices are substantially below par. If market interest rates increase, Zero
Coupon Notes can suffer higher price losses than other notes having the same maturity and
a comparable credit rating. Due tioeir leverage effect, Zero Coupon Notes are a type of
investment associated with a padlarly high price risk.

Reverse Floating Rate Notes

The interest income from reverse floating rate notes ("Reverse Floating Rate Notes") is
cdculated in reverse pportion to the reference rate: if the reference rate increases, interest
income decreases, whereas it increases if the reference rate decreases. Unlike the price of
ordinary Floating Rate Notes, the price of reverse Floating Rate Notes is highly dependent
on the yield of Fixed Rate Notes having the same maturity. Prictufitions of reverse
Floating Rate Notes are parallel but are substantially sharper than those of Fixed Rate Notes
having a similar maturity. Investors are exposed to the risk thattesng maket interest

rates will increase even if shetiérm interest rates decrease. In this case, increasing interest
income cannot adequately offset the decrease in the reverse floating note's price because
such acrease is disproportionate.

Fixed to Floding Rate Notes

Fixed to floating rate Notes ("Fixed to Floating Rate Notes") bear interest at a rate that the
Issuer may elect to convert from a fixed rate to a floating rate, or from a floating rate to a
fixed rate. The Issué&r ablity to convert the iterest rate will affect the secondary market
and the market value of the Notes since the Issuer maygezied to convert the rate when

it is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed
rate to a floting rate,the spread on the Fixed to Floating Rate Notes may be less favourable
than then prevailing spreads on comparable Floating Rate Notes relating to the same
reference rate. In adtlon, the new floating rate at any time may be lower than the interest
rates yable on other Notes. If the Issuer converts from a floating rate to a fixed rate, the
fixed rate may be lower than the then prevailing interest ratgsigp@ on its Notes.
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Dual Redemption Notes

During the term of dual redemption Notes ("Dual Redemptiarehl') a fixed coupon is

paid. On the date of redemption, the Issuer has the option to choose betvedempation

in Euro or another currency, the exchange rate between Euro and the foreign currency being
fixed at the beginning of the term. Therefore, mip@s in currency exchange rates may
particularly affect the yield of such Notes.

Reverse Convertible Notes

Reverse convertible notes ("Reverse Convertible Notes") provide the Issuer with the right to
convert Notes into sharésther than shares in the Igsyor other equity like instruments.

The Issuer may choose whether it wantsegieem the Notes by way of cash settlement or
whether it prefers to exercise the option. The investor is therefore also exposed to the risk of
direct equity investmentsThe urderlying $ares or other ity like instruments may be
listed on a regulated market or a Amgulated market (e.g. a multilateral trading facility),
within the EEA or outside, or may not be listed at all, all as indicated in the Final Terms of
the respetive Notes provided that the underlying will not consist in shares issued by the
Issuer Such $ares or equity like instruments could be illiquid and/or a price of such shares
or equity like instruments may not, or not correctly be determinable, iiticpkar where

they are not listed or only listed on anregulated market. Investors thus face the risk that
the price does not reflect the value of the share or equity like instrument and/or may not be
able to dispose of such shares or equity lisrumens at all.

Instalment Notes

The Issuer may issue Notes where the issue price is payable in more than one instalment.
Investors should therefore be aware that they may be required to make further payments of
principal after having acquired thmstalment Notes. Failure to pay any subsequent
instdment could result in thimvestor'srisk of losing all or part of their invéiment.

Subordinated Notes

Subordinated Notes are unsecured and subordinated obligations. In the event of a
barkruptcy or liquidation of thelssuer, holders of Subordinated Notes would receive
payments on any outstanding Subordinated Notes only after senior Noteholders and other
senior credors of the $suer have been paid in full, if and to the extent that there is still
cash available forhiose payments. In case of Supplementary Capital Notes which have
shared in net losses of the Issuer, the Notes will only be redeemed subject to the pro rata
deduction of the net losses which have accrued since the date of issuance of the Notes.
Therefore,Subordinated Notes generally bear a higher performance risk than senior notes.
The FMA has not cdgfirmed that theSubordinatedNotes, once issued, would constitute
regulatory own funds of the Issuer according to the Austrian BankingThetrefore there

is a risk tha SubordinatedNotes will not qualify asregulatory own funds under the
Austrian Barking Act, which may have a material adveesect onthe capital basand the
financial positionof the Issuer

Tier 1 Notes

The Tier 1 Notes will be perpetyadubordinated and profielatedsecurities in respect of
which there will be no fixed redemption date. If the applicable Final Terms indicate that the
Issuer, in accordance with the Terms and Conditions, has the right to call the Tier 1 Notes
(an optiona& call right), then Tier 1 Notes will be redeemable at the option of the Issuer
upon gving notice within the notice period (if any) indicated in the applicable Final Terms
to the holders of the Tier 1 Notes on the date or dates, at the price and orrsnslas
indicated in the applicableiral Terms.

34



The Tier 1 Notes are also redeemable for certain tax reasons (including if the Issuer is
required to make additional (gros®) payments) and capital adequacy reasons in
accordance with the Terms and Coralits of the Tier 1 Notes.

If the Issuer redeems the Tier 1 Notes, a holder of such Notes is exposed to the risk that,
due to the redemption, its investment will have a lower than expected yield. The Issuer
might exercise its optional call right if the yielat relative credit spread on comparable
Notes in the capital market falls, which means that the investor may only be able to reinvest
the redemption proceeds in notes with a lower yield or higher credit spread.

The Tier 1 Notes have no fixedaturity dateand holders have no rights to call for their
redemption. Although the Issuer may redeem Tier 1 Notes in certain circumstances, there
may be limitations on its ability to do so. Therefore, holders should be aware that they may
be required to bear the finaial risks of an investment in the Tier 1 Notes for an indefinite
period of time.

The Tier 1 Notes will constitutdirect, unsecured and subordinated obligations of the Issuer
and will be subordinated to all present and future senior and other unsubeddrad
suwbordinated debt obligations of the Issuer (save for subordinated debt obligations which
rank or are expressed to rapéri passuwith the Tier 1 Notes) and will rank senior to the
ordinary shares of the Issuer.

The obligations of the Issuer unddre Tier 1 Notes will rank junior as to payments to all
liabilities to its creditors (including, without limitation, depositors, general creditors and
subordinated debt holders) and claims of holders of senior ranking securities, pari passu as
to paymentdn respect of Parity Securities and senior as to payments in respect of Junior
Securities. In the event that the Issuer is wound up, liquidated or dissolved, the assets of the
Issuer would be available to pay obligations under the Tier 1 Notes only Afferyments

have been made on such senior liabilities and claims.

Interest on the Tier 1 Notes is not cumulative. Interest on the Tier 1 Notes will be paid by
the Issuer out of Distributable Funds, except that the Issuer will not be required to make
paymerts of interest to the extent that the aggregate of such interest payments together with
interest paid on the Tier 1 Notes previously during the current fiscal year and distributions
made or proposed or reasonably likely to be made on Parity Securitieg) dbe current

fiscal year would exceed Distributable Funds. Even if sufficient Distributable Funds are
available, the Issuer will not be required to make payments of interest if its directors have
resolved that, in accordance with the applicable Austbanking regulations affecting
banks which fail to meet their capital ratios pursuant to the Act, the Issuer would kel limit

in making such payments on Parity Securities or if there is in effect an order of the FMA
prohibiting the Issuer from making anyypaents. If interest on the Tier 1 Notes for any
interest period is not paid for such reasons, the holder of the Tier 1 Notes will not be
enitled to receive interest, even if Distributable Funds subsequently become available. The
Issuer may also, elect nod make Interest Payments on the Tier 1 Ndtee "Optional
Non-Payment Right), subject to the obligation of thasuer to make Interest Payments in
certain circumstances in which the Issuer or an Issuing Vehicle makes a dividend payment
or distributionor other payment on certain other setias.

Although in certain circumstances in which the Issuer or an Issuing Vehicle makes a
dividend payment or distribution or other payment on certain other securities the Issuer will
be required to make Interestafments, this requirement will not apply if there are
insufficient Distributable Funds or if there is in effect an order of the FMA prohibiting the
Issuer from making any payments or if its capital ratios are not met.
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The FMA has not confirmed that tAHgéer 1 Notes once issued, would constitute regulatory
own funds of the Issuer according to the Austrian Banking Acérefore there is a risk tha
Tier 1 Noteswill not qualify as tier 1 capitalernkapita) under the Aistrian Baking Act,
which may have anaterial adverseffect on the capital base and the financial positibn
the Issuer

Covered Bonds

Payment obligations under Covered Bonds are secured by a special pool of ssmier a
Such cover pool is separated from the assets of the Issuer indnsgland eforcement
proceedings and may not be used to repay claims of other creditors of the Issuer. However,
there is no aliute certainty that the cover assets will at any time be sufficient to cover the
obligations under the Covered Bonds and/ot thibstitute coverssets can be timely added

to the cover asset pool.

Republic of Austria Guaranteed Notes

Payment obligations under Republic of Austria Guaranteed Notes are secured by a
guarantee of the Republic of Austria issued pursuant to sec 2 eflmtbterbank Market
Support Act The fdfilment of any obligations of the Republic of Austria under the
guarantee depends on théwvamcy of the Republic of Austria.

General risks of Structured Notes

An investment in Notes, the premium, interest and/ongypial amount of which isidectly

or inversely @termined by reference to one or moirglices, equity, debtcurrencies,
commodities future contractsinterest rate or other variableg"Structured Notes"), entails
additional significant risks that areonh associated with similar investments in a
conventional debt secity. These risks include, among other things, the ity that:

A the Underlying or basket of Underlyings may be subject to significant changes,
whether due to the composition of the Urgimg itself, or because of fluctuations in
value of the mdexed assets;

A the resulting interest rate will be less (or may be more) than that payable in the case
of a convational debt security issued by the Issuer at the same time;

A the repayment of prinpal can occur at times other than that expected by thetonye

A the holder of a derivative Note could lose all or a substantial portion of the principal
amount of such Note (whether payable at maturity or upon redemption gnrep8g,
and, if the principl amount is lost, interest may cease to be payable on the derivative
Note;

A the risks of investing in derivative Notes encompasses both risks relating to the
Underlying and risks that are unique to the Notes as such;

A any derivative Note that is indexed toore than one type of Underlying, or on
formulas that encompass the risks associated with more than one type of asset, may
carry levels of risk that are greater than Notes that are indexed to one type of asset
only;

A it may not be possible for investors bedge their exposure to these various risks
relating to deriative Notes; and

A a significant market disruption could mean that the index on which the derivative
Notes are based ceases to exist.
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The value of derivative Notes on the secondary market is dutgegreater leels of risk

than is the value of other Notes. The secondary market, if any, for derivative Notes will be
affected by a number of factors, irrespective of the creditworthiness of the Issuer and the
value of the apptableindex, equity, debtcurrengy, commaodiy, future contractjnterest

rate or other variablgincluding its volatility, the time remaiing to the maturity of such
Notes, the amount outstanding of such Notes and market interest rates. The value of the
applicable index, equity,debt, curreng, commodiy, future contractjnterest rateor other
variable depends on a number of interrelated factors, including economic, financial and
political events beyond the Issuer's control. Additionally, if the formula used to determine
the amoumt of principal, premium and/or interest payable with respect to aerés Notes
contains a multiplier or leverage factor, the effect of any change in the agpliodex,

equity, debt,curreny, commodiy, future contract,jinterest rateor other varial# will be
increased. The Hioric experience of the relevammdex, equity, debtcurreng, commodiy,

future contractjnterest rateor other variableshould not be taken as an indication of future
performance of suchndex, equity, debtcurreny, commodgty, future contractjnterest rate

or other variableduring the term of any derivative Note. Additionally, there may be
regulatory and other ramifications associated with the ownership by certain investors of
certain deriative Notes.

The credit ratingsssigned to the Issuer are a reflection of the credit status of the Issuer, and
in no way a reflection of the potential impact of any of the factors discussed above, or any
other factors, on the market value of any derivative Note. Accordingly, prospective
investors should consult their own financial and legal advisors as to the risks entailed by an
investment in derivative Notes and the suitability of such Notes in light of the inigestor
particular circumstances.

Potential conflicts of interest

The Issuerthe Dealers or any of their respective affiliates may, on their aeaumt or for

the account of managed assets or clieatsets, be party to transactions regarding the
Underlying. Such transactions may not be for the benefit of thesioreof the Ntes and

may have positive or negative effects on the value of the Underlying and thus on the value
of the Notes.

Furthermore, the Issuer, the Dealers or any of their respective affiliates mayduditienal

roles such as calculation agent, paying aget @ustodian and/or index sponsor or index
licensor in respect of the Underlying. The Issuer may also issue other derivstiwarients

based on the Underlying. The issue and sale of such Notes competing with the Notes may
influence the value of such Nate

Under certain circumstances, the Issuer may use the proceeds from the salectofestru
Notes in whole or in part for hedging activities. The Issuer believes that such hedging
activities, under normal circumstances, have no material effect on the wélthe Notes.
There is, however, the possibility that such hedging #@s/ of the Issuer may affect the
value of such Notes.

The Issuer may receive unofficial information with regard to any Underlying of Notes. The
Issuer is, however, not obliged paiblish such information.

In some cases, the Issuer, the Dealers or any of their respective affiliates may act as market
maker for the Underlying, in particular if the Issuer has issued the relevant Underlying. By
such market making, thesduer will largey determine the price of the Underlying and thus
influence the value of the Structured Notes. The prices established by the Issuer in its
capacity as market maker may not always correspond to the prices which would have
devdoped in a liquid market withowuch maket making.
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Index Linked Notes

Index linked Notes ("Index Linked Notes") are Notes, the redemption or intergsiepa of
which is directly or indirectly linked to the performance of one or more indices. Depending
on the calculation method of theterest and/or redemption amount and the Final Term the
investor may receive only limited or no income from the Notes and may lose all or part of
its invegment.

Equity Linked Notes

Interest payments and/or redemption payments on equity linked NotesityB inked
Notes") depend on the market value of an underlying equity security or basket of equity
securities. Equity Linked Notes may also provide that redemption will be madélitagrg

of the underlying security, exposing investors to the risk timatvalue of such security may

be substantially below the pthase price of the Note.

Commodity Linked Notes

The interest payments and/or redemption payments on commodity linked Notes
("Commaity Linked Notes") are calculated by reference to one or moreenlyidg
commodities. Fluctuations in the value of the underlying commaodity will have an impact on
amounts pgable under the Note.

Fund Linked Notes

Interest payments and/or redemption payments on fund linked Notes ("Fund Linked Notes")
depend on the markeflue of an aderlying fund or basket of funds. Fund Linked Notes
may also provide that redemption will be made leiivéry of units in the underlying fund,
exposing investors to the risk that the value of such fund units may be substantially below
the puchase price of the Note.

Notes Linked to Hedge Funds

Special investment considerations apply to Notes (including Certificates and Warrants)
linked to hedge funds: An investment in Notes which economically represent a hedge fund
carries a high degree ofsk. Hence only a small part of the disposable funds should be
invested into such Notes and not all dispile funds or funds financed by credit should be
invested into such Notes. An investment into such Notes will be offered to investors
paticularly knowedgeable in investment matters. Investors should participate in the
invegment only if they are in a position to consider carefully the risks associated with such
Notes.

Interest Ratd.inked Notes

The interest payments and/or redemption payments on Nioiksd to interest rate(s)
("Interest RatelLinked Notes") are calculated by reference to one or more underlying
interest rate(s) Fluctuations in the underlyingnterest rate(s)will have an impact on
amounts pgable under the Note.

Turbo Certificates

Turbo Certificates entitle an investor to redemption payments equal to the amount by which
the reference value of a defined Underlying (e.g. a share or an index) onitespéeate
exceeds or falls short of a base value of the Underlying defined in thetéimas of such

Turbo Certificate. An important characteristic of Turbo Certificates is the leveféas.dt

shows to what extent the Turbo Certificatelevelopment exceeds the performance of the
Underlying. The closer the value of the Underlying at @egi moment is to the exercise

price, the stronger the leverage. The leverage is variable and changes whenever the value of
the Underlying changes.
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The terms and conditions of Turbo Certificates specify a barrier. If during the term of the
Turbo Certificatethe value of the Underlying reaches-odepending on the type of Turbo
Certificate- exceeds or falls short of such value, the Turbo Certificate isihated and the
investor receives the residual value. Although such valud ¢sileded within a maximm of

three trading hours, there is a risk that it amounts to zero.

Forfeiture Notes

ForfeitureNotesare redeemed by the Issuer without repayment of the prindipakight of
redemption isforfeited. Investors should thus note that they will not receawvsy of their
invested capital back upon redemption of such Forfeiture Notes. Theauip from their
investment in Forfeiture Notes is the coupon payable in accordance with the Final Terms of
such Forfeure Notes.

Specific risk connected with Warrants

Warrants are particular risky investment instruments. Compared to other investments, the
risk of incurring losses up to and including a total loss of the invested capital is particularly
high.

Warrants do not grant a claim for either interest payment$videthd payments nor do they
generate oigoing proceeds. Therefore, possible losses in the value of Warrants cannot be
compensated through other proceeds from the same Warrants. Changes in the price (or the
absence of an expected change in the price) efutiderlying, as well as changes in other
parameters that may influence its value (eg volatility, dividends, interest, etc.) may
disproportionally decrease the value of a Warrant, up to and including it being rendered
worthless. Due to the limited term dNarrants, an investor should not rely on the
expectation that the value of a Warrant will recover after a negative performance. In such a
case, there is a risk of partial or total loss of the paid option premium, including the
incurred transaction costsuéh risk exists regardless of the financial situation of the Issuer.

During the term of the Warrants, their current value has a tendency to depreciate until it
amounts to zero. A risk of loss materializes more quickly the closer the expiry date of the
Warrant approaches. No notification will be given with respect to the expiry of the exercise
period. Warrants are usually issued in low numbers so that an increased liquidity risk is
created, and under certain circumstances, this increased liquidity riskintgyr the sale of
Warrants at a desired point in time.

With respect to the invested capital, any change in the value of the Warrants is
dispropationally higher than a change in the value of the underlying. This attribute is
inherent in warrants ("leverageffect”). Therefore, a Warrant entails profit opportunities
which may be higher than those of other investments, however, on the other hand a Warrant
may also carry disproportionate risks of loss, up to and including a total loss of the invested
capital. The leverage effect operates in both ways: In the event of an unfavourable
performance of the value of the underlying, the leverage effect is disadvantageous to the
investor; however, a favourable price performance of the Underlying is advantageous to the
investor. In pringple, the higher the leverage effect, the higher the corresponding risk of
losses; in additional, the shorter the term of the Warrants, the higher the leverage effect.
Furthermore, thexehange rate (i.e. the rate at which the Warrargseaercised) influences

the leverage effect.

The value of a Warrant is not only determined by changes in the values of the underlying; it
may also be subject to further factors. These factors incinie alia, the term of the
Warrants and the frequencyna intensity of changes in the values (volatility) of the
underlyings. There may even be a depreciation in the value of the Warrants even if the
value of the nderlying remains constant.
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If an issue of Warrants includes provisions dealing with the occceresf a market
disruption event, and if such a market disruption event has occurred, then payments or
valuations under such Warrants may be postponed and/or any alternative provisions for
valuation povided in any such Warrants may have an adverse effech® value of such

Warrants.
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3. DESCRIPTION OF THE ISSUER
3.1Business history and business development of VBAG

On 4 November 1922, the "Osterreichische Zentralgenossenschaftskasse registrierte
Genossenschafhit beschrankter Haftung", a amperative with limied liability, was- in an

effort to implement the ideas of Hermann Schulze Delitzsebtablished as the umbrella
organisation for regional credit euperatives and primary banks, which were members of
the Federation of Austrian Credit &peratives Fachverband der Kreditgenossenschaften
nach dem System SchuRelitzsch). It was renamed "Zentralkasse der Volksbanken
Osterreichs" on 10 December 1956 and was merged into VBAG in 1974, which was
founded in 1974 specifically for this purpose. VBAG is now deatral institution of the
Austrian Volksbanken (the "Austrian Volksbanken") as well as an independent commercial
bank.

VBAG and its subsidiaries (the "VBAG Group") offer their customers and partners, mainly
the Austrian Volksbanken and SMEs, a rangeimdiricial services both in Austria and other
CEE and SEE countries and Malta.

As at 31 December 2008, the VBAG Group had 660 sales outlets (including 50 branch
offices in Austria) and approximately 8,926 employees (including 2,090 in Austria).

Legal form,name and registration of VBAG

VBAG is organised as an Austrian joint stock corporation registered in the Austrian
companies' register of the commercial court in Vienna under file numbet F8dI76p under

the legal name "Osterreichische Volksbankdiengeslischaft". It operatesnter alia
under the commercial name of "VBAG" or "Volksbank AG".

Date of incorporation and term or duration

VBAG was founded on 8 July 1974 for the purpose of continuing the "Osterreichische
Zentralgenossenschaftskasse registrie@enossenschaft mit beschrankter Haftung", a
company founded in 1922, which was merged into VBAG. It is set up for an indefinite term.

Office, business address and applicable law

VBAG's registered office and principal business address is Kolingasse-199@Vienna,
Austria. The central phone number is +43 (0) 50 4004

VBAG's constitutional documents are subject to Austrian law.
Recent developments

Generally the international financial markets have seen severe difficidire®e the

begnning of 2008 the ultimate consequences and implications of which for international

financial institutions in general and VBAG in particular are not yet predictable. In the

Issuer's opinion, there is currently no need to make further provisions for bad or doubtful

credt engagements. However, this assessment remains subject to change and depends in
particular on the future development of the international financial cii$ie focus of the

| ssuer6s business policy has beermniewathese r engt he
financial difficulties.

On 3 November 2008 the Issuer, Kommunalkrédistria AG ("Kommunalkreditand the
Republic of Austria jointly announced that the Republic of Austria had agreed¢bgae

all of the Issués shares in Kommunalkrddior a total price of EUR 1.00. In addition, the
Issuer has agreed to subscribe for participation capRattizipationskapital a form of
capftal which counts as tier 1 capital for bank regulatory purposes) of Kommunalkredit in
the total amount of EUR7R,500,000, bearing a dividend of 8% p.a. which is conditional
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upon sufficient avaable annual profits of Kommunalkredit. The participation capital is
perpetual and may be repaid by Kommunalkredit only in accordance with the procedure
relating to a shareapital redgtion or a redemption of the participation capital pursuant to
the Austrian Baking Act, but in any event not earlier than five years aftherissue of the
participation capitalln addtion, the Issuer provided standard representations andmees

which relate to past contingent liabilitiehe Issuer's liability under thesepresentations

and warrantiess capped with a total amount 8JUR 100,000,00@nd limited to breaches

of the representations and warrantiexcurring until 1 January201Q0 As a result
Kommunalkredit was deconsolidated as of 3 November 2008 from the balance sheet of the
Issuer.The Issuer hasot assumedany further guaranteem connection with the sale of
Kommunalkredit For further details please see page 64 of Ibsuer'sconsolidated
financial statments for the business year 2008

In order to strengthen the capital basis of the Issuer, the Republic of Austria subscribed for
participation capital of the Issuer mtotal amount of EUR 1,000,000,000 in April 2009.
The participation capital is perpetual and may be repaid by the Issuer only in accordance
with the procedure relating to a share capital reduction or redemption of the participation
capital pursuant to the Austrian Banking Act.

The participation capitabeas a dividend of 9.3 % p.a. within the fir&ll five years, and
increaseshereafter.Dividend payments areonditional upon sufficient avigble annual
profits of the Issuer

The Republic of Austria has the option tonvertits participation capél into ordinary
shares of the Issugawhich right is subject to the prior consent of the Issssare forcertain
exceptions The Republic of Austria has granted a-praptonright to the Issuer according

to which the Issuer may either itself acquive nominate a third party tocauire the
partidpation capital in case of a contemplated sale by the Republic of Austria. footiee

the Issuer has been granted a call option by the Republic of Austria according to which the
Issuer itself or a third party nyaacquirethe participation capal from the Republic

In the wake of the difficulties on the financial maik the Issuer saw itself confronted with

declining results in all its business activities. In particular, the demand for loans by
corporate cusimers slowed down since these corporate custorneisn t he | ssuer (
perceptiori review their investment policy in view of the economic situation.

In line with VBAG's internal corporate governance model, Europolis AG's role has been
redefined. By the endf 2007, Europolis AG became (via VIBHEolding GmbH, which

itself is held 100 per cent by VBAG) a 100 per cent subsidiary company of VBAG and in
January 2008, Europolis AG was accorded banking status by the Austrian Financial Market
Authority. There werao further relevant material developments in the first quarter of 2008
with regard to Europolis AG.

Volksbank International AG, a fully consolidated subsidiary of the Issuer based in Vienna,
manages a bank network in nine countries: Slovakia, Czech RepHiningary, Sbvenia,
Croatia, Romania, Bosniderzegovina, Serbia and in Ukraine, where Volksbank
Interrational AG acquired OJSC Electron Bank at the beginning of 2007. As of September
2008, OJSC Electron Baisknamewas changed tdOJSC VolksbankEqually, Volksbank
Interrational AG finalised the acquisition of Zepterokierc Banka a.d. in Bosnia
Herzegovina in July 2007. This acquisition is aimed at expanding Volksbank adnoera

AG's regional presence in the area of "Republica Srpska" within theotgriof Bosnia
Herzegovina.
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3.2Business overview
Principal fields of activity

VBAG is a universal bank and offers, directly or through its subsidiaries, comprehensive
banking services to private clients, corporate clients, and to its partners. In adtigon,
VBAG Group offers investment funds, real estate and leasing products and related services.
Following the sale of Kommunalkredit, VBAG ceased to engage in public finance as a
business segment,

According to its articles of association, the principal cogte purpose of VBAG is to
further the interests both of the Austrian Volksbanken and their members as well as those of
SMEs. Furthermore, VBAG objective as central institution of the Austrian Volksbanken is

to engage in all types of banking operatia@mestically and internationally, including
performing the following tasks for the Austrian Volksbanken:

A managing and investing liquidity funds, especially the liquidity reserves of the
Austrian Volksbanken;

A granting loans to the Austrian Volksbankengyiding them with technical support in
their lending operations and offering temporary liquidity support, as well as
facilitating money and business transactions between them and with third parties;

A making cash free payment transfers and providing otheking services, ensuring
such transfers and services and their further technological development and
advertsing for such payment transfers and banking services; and

A issuing covered bonds.

Description of main business segments
VBAG's activities are orgsdsed in the following business segments:
Corporate

This business division is responsible for servicing SMEs, mmdtional corporations and
large corporate clients. It aims to provide taifoade and adequate solutions to the ever
diversifying, increasigly sophisticated financial and business strategy needs of domestic
and international corporate clients.

Corporate banking provides an integrated range of products sucbusnot limited to-
corporate and commercial banking, trade finance, leasingjicgtion, securitisation, real
estate finance, acquisition finance and factoring.

The services are provided primarily through Investkredit and its subsidiaries.
Retail

This business division provides a wide range of banking and related financial pesdluct
services to individuals and corporate clients, especially SMEs.

Such products and services include, among others, money transfers, savings and loan
facilities, credit cards and mortgages.

Domestic clients are serviced primarily by the branches ofk&8bdnk Wien AG and
Volksbank LinzMuhlviertel registrierte Genossenschaft mit beschréankter Haftung
Slovakia, Czech Republic, Hungary, Slovenia, Croatia, Romania, Bérzegovina,
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Seabia andthe Ukraing such services are provided Vigolksbank Intenational AGs sales
outlets néwork.

IMMO -BANK Aktiengesellschaft, a subsidiary of VBAG, is responsible for financing real
estate for private customers and fmmofit organisations.

Bank fur Arzte und Freie Berufe Aktiengesellschaft, also a subsidiaBaiG, specialises
in servicing medical doctors.

VB Leasing Finanzierungsgesellsschaft m.b.H. and VB Leasing International Holding
GmbH offer a wide range of leasing products such as vehetgiipment vendor and real
estate leasing to their customers.

Financial Markets

This segment comprises VBAG treasury, fixed income and derivatives, structured
invegments, CEHreasury, VB consulting and capital markets.

It focuses on the generation of liquidity in money and capital markets and on medium to
long-term strategic investments in national and international markets. Treasury services
include, among others, trading in cash and derivative instruments in interest rate, foreign
exchange and money markets as well as bond origination.

In addition, VBAG offers tats customers standambswell as tailored innovative cash and
capital market products in the context of treasury sales to meet the needs of the customers.

The treasury division also comprises the investment fund activities for V8k&tiutional
and pivate clients provided through Volksbank Invest Kapitalanlagegesellschaft m.b.H. and
Immo Kapitalanlage AG.

VBAG's investment banking activities are carried out by its subsidiary Investkredit
Invegmentbank AG. Investkredit Investmentbank AG is a finahaervice provider for
domestic and international customers in local and ebamsder transactions involving
structured ihance, mergers and acquisitions and issues of securities.

Real estate

The competence centre for real estate within VBAG and the VE3Gup is grouped in
Investkredit and Europolis AG which became a sister company of Investkredit at the end of
2007. Real estate leasing for real estate partners is handled by Immoconsult
Leasinggeséschaft m.b.H., real estate development by PREMIUMREDalREstate
Development GmbH and investment and asset management by Europolis Real Estate Asset
Management GmbH.

VBAG's real estate division provides a wide range of commercial real estate products and
services including construction, interim "bridge" finamg, short and medium term sized
commercial real estate loans, project and leasing financing, real estate development and real
estate investments and management to commercial real estate clients, investors, developers
and owners in AustriaCEE and CroatiaThe services are provided through Immoconsult
Leasinggesellschaft m.b.H. and its subsidiaries as well as through Europolis Real Estate
Asset Management GmbH.

Europolis Real Estate Asset Management GmbH has further secured its position as an
important corpany for commercial real estate in the CEE and SEE region. The activities of
Europolis concentrate on office properties, shopping centres and logistics parks. The
properties meet international investment standards and are selected with a focus on secure
long-term revenues. For this reason, the quality of location, quality of the buildings,
creditwathiness of the tenants and the lemegm contractual safeguarding of rental
payments are particularly important.
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3.3Risk management
Risk report

Assuming and profegmally managing the risks connected with business activities is a core
function of every bank. VBAG performs the key tasks of implementing ampgaosting
processes and methoder identifying, managing, measuring and monitoring all risks
related to bankig operations at VBAG Group level.

Risk strategy

The Groupwide risk strategy is reassessed and determined by the managing board on an
annual basi$ taking into account results from the Internal Capital Adequacy Assessment
Process (ICAAP)i and forms the basis for a uniform approach to dealing with risks
throughout the entire Group. Enhancements of the methods applied for measuring and
managing risksare incorporateihto the risk strategy via the annual update process.

Risk management structure

VBAG Group has implemented the organisational precautions necessary to meet the
requirements of a modern risk management system. There is clear separation of market and
risk assessmenmeasurementand control. For security reasons and in order to prevent
conflicts of interest, these tasks are perforniydifferent organisational units.

Since 2006, a single Chief Risk Officer has been responsible for the risk management
throughout the entire VBAG Group. All centrally managed and regulated risk management
activitiesat VBAG Group are concentrated in this managing board function: strategic risk
management, incorporating the safeas of the Basel Il competence center, credit risk,
market risk and operational risk management and risk control for the entire bank as well
competencéed centrallyorganisedperational risk management and balance sheeysinal

For reasons of costffectiveness and to optimismllections receivables management is
performed locally in the individual sugroups and subsidiaries.

Basel Il i Implementationby theVBAG Group

In accordance with managing board resolutions, the implementation of pilar the

VBAG Group not only fulfils the minimum requirements but, while taking cost efficiency
into account, also provides for implementatiom internal models in order to improve the

risk management systems for all types of risk on an ongoing basis. Thus at present the
following methods are used to calculate the minimum capital requirements for each type of
risk:

A Credit risk: standard approaelmd IRB approach since 1 April 2008
A Market risk: internal VaR model since 1 January 2005

A Operational risk: standard approach (in exceptional cases and for a limited period the
basic indicator approach) since 1 January 2008

Internal capital adequacy assssient process

The internal capital adequacy assessment process (ICAAP) requires banks to take all
necessary measures to guarantee at all times that there are sufficient capital resources for
current business activities and those planned for the futureelisas the associated risks.
Internal methods and procedures developed by the banks may be used for this purpose. The
size and complexity of the business activities play a key role infdhmulation of the
strategies, mébds and systems required for ilamenting the ICAAP (proportionality
principle).
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The ICAAP is a revolving management circuit which starts with defining a risk strategy,
identifying, quantifying and aggregating risks, determining -bslaring ability, allocating

capital and establishingintits and leads to ongoing risk monitoring. The individual
elements of the circuit are performed with varying regularity (daily for measurement of
trading book market risk, quarterly for the calculations of the risk bearing capacity and
annually for risk asessment and risk strategy). All the activities described in the circuit are
examined at least once a year to ensure that they are up to date and adequate and are
adjusted to current underlying conditions if necessary.

In line with this principle and badeon risk assessments conducted across the Group as a
whole, VBAG Group regularly ascertains what risks are present in ongoing banking
opeitions within the Group as well as their significance and the danger they potentially
pose for the Group. This procsvolves both a quantitative assessment of individual types

of risk and an assessment of the existing methods and systems for monitoring and managing
risks (qualitative assessment). The risk assessment concept is based on a scoring procedure,
thus providng a comprehensive overview of the risk situation at VBAG Group.

The results of the risk assessments are compiled in a risk map in which the individual types
of risk are allocated to the subsidiaries according to their significance. The results of the
risk assessments also flow into the risk strategy, which lays down and documents the
general framework and principles for risk management to be applied consistently across the
Group and the design of appropriate processes and organisational structuresan andl
comprehensible manner.

The basis for the quantitative implementation of the ICAAP at VBAG Group is the risk
bearing capacity calculation, which demonstrates that adequateoveking capital is in
place at all times to provide sufficient cover fisks that have been entered into and which
also ensures such cover is available for the future. For this purpose, firstly all individual
risks are aggregated into a total bank risk. The existing previously definedongking
capital is then comparedith this total bank risk. In the course of the risk monitoring
process, compliance with the defined limits is monitored, the -bis&ring ability is
calculated and the Group risk report is produced.

Credit risk

At VBAG Group, general credit and defauisk, counterparty default risk in derivative
transactions and concentration risk are categorised under credit risk.

Pursuant to the decision of the Austrian Financial Market Supervisory Authority of
31 March 2008, VBAG was granted approval as the supérated bank(iibergeordnetes
Kreditinstitu) of a banking group as well as on a singlgity basis for calculating the
assessment basis for credit risk using the Internal Rating Based Approach (IRB approach).

General credit risk

General credit risk denotgmtential losses in value that may arise from business partners
defaulting. Control of this risk is based on the interplay of organisational structure and
assessment of individual exposures.

Strict separation of sales and risk management units is i pfaall VBAG Group units

that generate credit risk. All cady-case decisions are made under strict observance of the
principle of dual control, which led to stipulation of new processes for the collaboration
between the risk management units in the gliases and risk management at Group level.

For largevolume transactions, a new process was created to ensure the involvement of
operational Group risk management and the Group managing board in risk analyses and
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credit decisions. A limit system that tesctures decisioimaking competences in the
individual corporate units plays a key role in this process.

Controlling the credit risk also necessitates the development of sophisticated models and
systems tailored to the baekown portfolio. The aim is fatly to structure and improve
credit decisioamaking and secondly to use such instruments and their findings as a basis
for portfolio management. When implementing these systems, VBAG Group paid particular
attention to ensuring that all rating systems usét the Group show a comparable PD and

are connected with the dlksbank master scale, which comprises a total of 25 rating
categories. The PD band used enables both comparison of internal ratings with the
classifications of external rating agencies amihst importantly, comparison of credit
ratings across countries and customer segments.

Credit value at risk

The term economic capital describes the minimum economic capital necessary from an
emnomic perspective based on the result of a risk measureméong Avith regulatory
capital, it is held for the purpose of covering unexpected losses exceeding expected losses.
In future, calculation of the economic capital requirements needed for the credit risk will be
based on the credit value at risk (CVaR) methBdr this purpose, VBAG Group has
selected an analytical calculation method based on an actuarial approach. In particular, a
CreditRisk+ model adapted in line with internal requirements will be used for modelling the
default risk in the loan portfolio.

In future, the CVaR method will be used at Group level as a basis for the following tasks:
A Calculating economic capital
A Identifying portfolio concentrations

A Ensuring comparability of the risk situation for different types of risk (e.g. credit risk
and marketisk)

A Calculating riskadjusted performance ratios (e.g. ROEC)
A Allocating capital
Credit risk reporting

The credit risk section of the Group risk report provides a detailed reportingpemyfic
presentation of the existing credit risk at VBAG Group.

The report contains a quantitative presentation of managenedaied information on the
credit risk, which is supplemented by a brief assessment of the situation and further
gualitative information where appropriate.

Group credit risk manual

The Group creid risk manual (GCRM) regulates credit risk management throughout the
VBAG Group in a binding fashion. It encompasses the existing processes and methods for
managing, measuring and monitoring credit risks within the Group.

The aim of the credit risk manus to stipulate and document the general framework and
principles for measuring and managing credit risks to be applied consistently across the
Group and the design of appropriate processes and organisational structures in a clear and
comprehensible mamen. The manual lays the foundation for operationalising the risk
straegy as it relates to credit risk components, setting the basic risk targets and limits that
are to guide business decisions in line with the main areas of business focus.
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The GCRM appks to all fully consolidated entities, unless otherwise specified. This also
applies to new fully consolidated entities provided that the entity is part of the scope of full
consolidation of the VBAG Group with legally binding effect.

The GCRM is a livingdocument that is regularly expanded and adapted to current
devdopments and changes within VBAG Group.

Collateral management

As part of internal risk management at VBAG Group, a daily comparison of the fair value
of derivative transactions is currently rpgmed with around 50 counterparties for
transa&tions concluded on the basis of International Swaps and Derivatives Association
(ISDA) and credit support annex contracts. If the fair values exceed certain contractually
defined thresholds, these surpluseast be covered by collateral. Repo transactions with
over 70 contractual partners are also examined with regard to the amount of collateral. In
line with agreed margin calls, collateral is mostly transferred in the form of cash or
government bonds in euro

Market risk
Market risk in the trading book

Market risks in trading at VBAG Group are managed and monitored by the independent
Group market risk management department, which is based in strategic risk management.
Besides producing a risk and income gr@stion on a daily basis and specifying the limit
structure based on the economic capital made available by the managing board, the
depatments main tasks include administration of fraesftice systems, -collateral
management, enhancement of risk measergraystems and monitoring the market risk and
counterparty limits.

The key task in risk monitoring is estimating possible loss that could arise from
unfavouable market developments on a daily basis. These value at risk calculations are
performed using th internationally recognised software program KVaR+ using the method

of histoiical simulation and essentially include the following calculation steps: following
identification and definition of the market risk factors to be included in the modelling
proces, hitorical changes are identified from the time series of the market risk factors. The
historic simulation method is based on the assumption that future changes can be forecast
from these historically observed changes.

To identify the future (hypothetid) development of market risk factors required for the
VaR calculation, in each case the historically observed changes are added as an alternative
to the current development of a risk factor, thus producing a hypothetical distribution for
the future develpment of individual market risk factors. In the next step, hypothetical
portfolio values are defined for the scenarios generated in this way that are then used to
calaulate the profit and loss distribution by mapping the differences between the
hypotheti@l future and currently observed portfolio value. The VaR is obtained by applying
the relevant quantile to the empirically calculated profit and loss distribution. The time
series length used at VBAG corresponds with the minimum legal requirement ofame ye

The amount of VaR is ascertained from the 1 % quantile of the hypothetical profit and loss
distribution, thus meeting the legal requirement of assuming essioieel forecast interval

with a probability level of 99 % in the VaR calculation. VBAG calcakathe VaR for a
holding period of one day, which is then multiplied by the root of ten for the purpose of
extrapolating a temlay VaR. The capital requirements of products that are not integrated
into the internal VaR model are covered in the standardeghare.
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The plausibility and reliability of the risk ratios is reviewed daily by way of backtesting.
The results for 2008 once again confirmed the quality of the internal model. Despite the
extreme volatility on the interest rate, currency, share and cditynfwtures markets, only

one deviation was identified in 2008 (a daily loss exceeded the VaR estimate). Such
deviations are absolutely to be expected in the event of extraordinary market movements
and a confidence level of 99 %. The best possible midtipf 3 for calculating capital
requirements thus remains unchanged.

A hierarchical limit system approved by the managing board is a key element of market risk
management. The desired higher degree of diversification in the portfolios and the trading
strategy are key factors in the development of this limit structure. In addition to VaR, a

further series of risk ratios are calculated up to department level. These chiefly include
interest rate sensitivities and option risk ratios (delta, gamma, vega, rho).

Volume limits for all currencies and product groups limit the liquidity risk. Management
action triggers and stop loss limits are also in place. The effectiveness of hedging strategies
is ensured through comprehensive position data management and deikyt mata checks.
Besides the KVaR+ risk engine, the front office systems Kondor+ and Bloomberg TS are
available for daily risk controlling. The external pricing software UnRisk is also used to
support the valuation of structured products.

As the effectsof extreme situations on earnings cannot be covered by VaR, stress tests
using around 80 historical and portfolgpecific worst case scenarios are performed
monthly or as required.

Well-organised, efficient processes and procedures are an important reembpaf risk
management. The process for launching new treasury products, which falls under the remit
of the Group market risk management department, also plays an important role in this
context.

All the rules and organisational processes connected watisaring and monitoring market
risks are compiled in the VBAG market risk manual. The manual also stipulates the limit
structure and escalation procedures in the event of limits being exceeded.

Interest rate risks in the banking book

Entering into interestate risks is a normal part of banking business and is a key source of
income. However, excessive interest rate risk represestgnificant threat to the earnings
and capital situation. Accordingly, an effective risk management system thatonsoand
limits interest rate risk in line with the scope of business is vital for maintaining thésBank
ability to bear risk.

The declared aim of interest rate risk management is to identify all material interest rate
risks from assets, liabilities and dffalan@ positions in the banking book. This requires
analysis of both the income effect and the present value effect of interest rate changes using
simulation scenarios in the form of statistical and dynamic reports that also incorporate new
business.

Risk repot and risk measurement systems

A building block of reporting is the gap report, which also forms the basis for interest rate
risk statistics in line with the gap analysis method. To determine the gaps, products
sengtive to interest rate movements are adted to the appropriate maturity band
according to their remaining maturity or the points at which interest rates are to be fixed.
Initial risk ratios are obtained from calculating the net positions and weighting them using
the associated weighting facto A further risk ratio is obtained by then correlating the
present value risk calculated in this way with own funds.
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As an additional step, a gap report can be produced that approximates the basis risk, e.g. of
positions that are linked to secondary nerkates of return, by replicating fixedterest
portfolios.

Additional present value reports are produced to obtain further ratios. Besides parallel
shifts, tilts in interest rate curves are used. These scenarios and stress tests are regularly
examined a to their validity and may be added to or replaced.

The risk measurement system records all the main forms of interest rate risk, such as basis
and option risks. All positions sensitive to interest rate movements are included. Risk
reporting takes placeroa monthly or an ad hoc basis whenever necessary. The objective of
risk management is to keep the banikterest rate risks within specific parameters defined

by the bank itself.

Strategic investment book positions

Particular attention is paid to whateatermed strategic investment book positions. These
essentially include all bonds, credit default swaps and credit linked notes, securitisations,
syndicated loans, investment and hedge funds and shares in the entire VBAG Group. These
positions are broughb the attention of the managing board on a quarterly basis as part of
the risk report. In 2009, this reportingas supplemented by risk ratios, such as specific
sengtivities and credit spread VaR.

Operational risk

VBAG Group defines operational risk #®e risk of loss resulting from inadequate or failed
internal processes, people or systems or from the occurrence of external events. Beyond the
stipulations of banking law provisions, VBAG also takes legal risks and reputational risks,
such as those arigj from disruptions to business processes, into account in the risk
assessment. Since January 2008, capital requirement has for the most part been based on the
standard approachvith the exceptionof OJSC VolksbanlandVolksbank A.D.Banja Luka

which usethe basic inttator approacknd will continue to do santil 2010).

Both quantitative and qualitative methods are used in the measurement of operational risks.
The line management responsible for managing operational risks receives optimum support
from the OpRisk control function based in strategic risk management. Local business line
operational risk managers in the business units and the risk committees based in some
Group member units provide for optimum OpRisk management in VBAG Group and deal
with opeational risk issues on an ongoing basis. Close collaboration with other Group
functions such as audit, compliance, legal as well as security, safety and insurance
management ensures optimum and comprehensive management of operational risks.

Liquidity risk
ALM and liquidity management

Through the use of both triemhdtested instruments and newly developed tools, operational
liquidity management ensures compliance with legal provisions, daily reporting and
liquidity provision within the Group within shotimeframes.

The bundling of activities into a centralised operational liquidity management function also
involves compiling liquidity figures from the corporate units to comply with and manage
liquidity requirements.

Liquidity risk management

A liquidity overview based on SAP SEM is produced for medium and-terg liquidity
risk management. The overview takes both capital repayments and interest payments into
account. Capital repayment structures and forward interest rates are calculated in the SAP
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system while reports and graphics are currently prepared outside of SAP following the data
export.

Real estate risk and other risks

VBAG defines real estate risk as the risk from decreases in the value of the real estate
portfolio due to market price fluctuatns and marketelated changes to real estate yields.

In this context the focus is placed on real estate risk entered into as part of asset
management (in particular by Europolis). As regards project companies, particular attention
is paid to overlaps witinvestment risk and credit risk.

In terms of other risks, VBAG Group is confronted with strategic risk, reputational risk,
equity risk and business risk. While the mediterm aim with respect to business risk is
quantification in line with the VaR approf, this type of measurement is not possible for
the other risk sulgroups of strategic risk, reputational risk and equity risk. Therefore, a
capital buffer is defined to protect against these risks. Mainly organisational measures are
implemented for the anagement of other risks.

Principal markets

VBAG's principal geographic markets are Austria, Slovakia, the Czech Republic, Hungary,
Slovenia, Croatia, Romania, Bosttiterzegovina, Serbia, Cyprus, Germany, Poland, Malta
andUkraine. As a consequence of tlssuer's disposal of its shares in Kommunalkredit (see
above "3. Description of the IsstieBusiness history and business development of VBAG
Recent developments"), Cyprus will cease to be a principal market.

Competitive position

The following rankingshows that based omnconsolidatedalance sheet figures, VBAG
was theseventhargest bank in Austria as oflIDecembe2008:

Rank Name of Bank

UniCredit Bank Austria AG

Raiffeisen Zentralbank Osterreich Aktiengesellschaft
ErsteGroupBank AG

UniCredit CAIBAG

Oesterreichische Kontrollbank Aktiengesellschaft

BAWAG P.S.K. Bank fir Arbeit und Wirtschaft und Osterreichis
Podsparkasse Aktiengesellschaft

o O B~ W N P

Osterreichische Volksbankektiengesellschaft
Kommunalkredit Austria AG
Hypo AlpeAdria-Bank International AG

10 Raiffeisenlandesbank Oberdsterreich Aktiengesellschaft

(Source: OeNBStatistik Hotline 8 May 2009
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3.4 Organisational structure
Group

As the central institution of the Volksbank Sector, VBAG plays a central rolthén
fivolksbanken Verbunel ( Al I'i ance of Vol ksbanken) .

The AVol ksbanken Verbundo consi sts of t he
Osterreichischer Genossenschaftsverband SchDltizd i t z s ¢c h (A0eGVoO) ,

Vo
t h

I nstitutions (ASOrherthheei t $ @mismumriacicteungempani es

Bausparkasse reg.Gen.m.b.H.

The Volksbank Sector is made up ofthecsa | | ed #APri mary Level o (APri

wi t h VBAG and certain subsidiar itGasupwe o hionr
iV BAK nzer mgo/BAGbhaad its subsidiaries in Austria and abroa)e Primary

Level consists of 62 regional Volksbanks (of which 4 are special purpose credit co
operatives), all of which are afforded banking licence

In its role as the central institution of the Vdbkek Sector, VBAG provides various
services. The portfolio consists of services such as the management and the investment of
liquidity funds - especially the liquidity reserves of the members of the Volksbank Sector

the granting of loans to the membeakthe Volksbank Sector,,the provision of technical
support in their lending operations and the offering of temporary liquidity support as well as
the facilitation of money and business transactions between the members of the Volksbank
Sector and third pées (see also "Principal fields of activity").

The VolksbankSector (as defined by the OeNB) has 68 member institutions: In addition to
the 62 regional Volksbanks the sector consists of VBAG, VB Factoring Bank AG,
VolksbankQuadrat Bank AG, IK Investmemink AG, Investkredit Bank AG and Europolis
AG.

The members of the regional Volksbanks are mainly natural persons. Approximately
525,000 persons are members of the regional Volksbanks, further 150,000 are members of
the building society ABV. Each region®blksbank is not only legally independent but also
autonomous in its management. Therefore they require a management like any other
commercial bank which is in a position to act in a manner of accountableesptinsibility.

In this regard bank managenteis subject to special governmenfalblic control (the
Financial Market Authority) and internal control.

The advantage of the regional Volksbanks is rooted in the customer's proximity to the
decisionmaking process. Volksbank Sector (as defined abowed wvertically organised
system in which the independent entities work together. On the basis of common goals they
withdraw certain individual functions from their autonomous decismaking realm and
transfer them to other members of Volksbank Group tdutféled ("Subsidiaritat"). This
principle regulates the relationship between decentralised units (local Volksbanks) and
centralized units (Osterreichischer Genossenschaftsverband and VBAG). The centralised
units' function is intended as supplementaistagce for the (decentralised) members.

Each financial institution within Volksbank Sector must be a member of the Osterreichische
Genossenschaftsverband (Schelxditzsch) ("OeGV"). The Association of Austrian-co
operatives was founded in 1872 and dtss norfinancial (industrial and commercial) €o
operatives as its memberBhe credit division of OeGV, which consists of the Volksbank
Verbundés financi al i n s t-ardinatingi the Valksbartk ¥eybured k e y
and managing the Volksbanke r bunddés support funds.
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In addition to its function as central institution, VBAG indirecilythrough Volksbank
International AG and Investkredit Bank AGholds interests in banks in Slovakia, the
Czech Republic, Hungary, Slovenia, Croatia, Romania, Boand Herzegovina, Serbia,
Cyprus, Germany, Ukraine and Poland and directly in a bank in Malta. As a consequence of
the Issuer's disposal of its shares in Kommunalkredit (see above "3. Description of the
Issueri Business history and business developnidn{BAG - Recent developments"), the
indirect holding in the bank in Cyprus was disposed of.

Dependence within the Volksbank Sector

VBAG is a joint stock corporation and dependent on its shareholders (dagor"
Shareholdery. The Austrian Volksbanks arg¢indirectly) shareholders of VBAG and
therefore have the possibility of exercising influence over VBAG to a certain extent,
amongst other things, by appointing or dismissing members of the Supervisory Board or by
changing the articles of association in teolders' meetings
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Simplified depiction of selected members of the Group

Osterreichischer Genossenschaftsverband (*OeGV")
(Schulze-Delitzsch)

\ 4
A

Sicherheitseinrichtungen (Support Institutions)
Gemeinschaftsfonds (joint fund)i Schulze-Delitzsch-Haftungsgenossenschaft i Volksbanken-
BeteiligungsgesmbH

**)

x z
62 REGIONAL VOLKSBANKS g VOLKSBANK AG (VBAG)
*)
GROUP 51 0%
v v
BUILDING SOCIETY SEGMENTS VOLKSBANK INTERNATIONAL
ABV-Allgemeine Bausparkasse reg. A RETAI L
Gen.m.b.H. A CORPORATES Other shareholders:
A REAL ESTATE BFBP: 24.5%

INSURANCES DZ BANK / WGZ-Bank: 24.5 %

Victoria-Volksbanken  Versicherung
AG

Victoria-Volksbanken
Pensionskassen AG

Victoria Volksbanken
Mitarbeiter-vorsorgekasse AG
Volksbanken-Versicherungsdienst
GmbH

PARTICIPATION CAPITAL ISSUE
Volksbank-Quadrat Bank AG

*) The 62 Volksbanks hold 58% in VBAG via Volksbanken Holding reg. Gen. mbH
**) Membership in OeGV

Source: Issuer as of 8 June 2009

3.5Trend information
Statement

Since the end of the period covered by the last audited financial statements, VBAG has not
beenimmune to the effects of the international financial crisis. VBAG can therefore not

give any forecast on the profitability of the Group in the current year and over the next 12

months, nor can VBAGtogether withalmost all other banks, predict future fumg

oppatunities.l n t he first quarter of 2009 the | ssuer ¢
showed a negative result of EUR 77,817,000.00 after deduction of taxes. For further details
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see the interim report on the first quarter of VBAGs to the #guation with regard to
Kommunalkredit and the subscription of paipiation capital by the Republic of Austria
please refer to "3. Description of the IssildBusness history and business development of
VBAG - Recent developments" above.

Material influences on the prospects of VBAG

On 3 November 2008 the Issuer, Kommunalkredit and the Republic of Austria jointly
announced that the Republic of Austria has agreed to purchase all of thessshages in
Kommunalkredit for a total price of EUR 1.00.

For futher details in connection with recent developments of the international financial
markets and VBAG's holding in Kommunalkredit, please refer to "3. Description of the
Issueri Busness history and business development of VBARecent developments”
above

Profit forecasts or estimates

No profit forecasts or profit estimates are being included in the Prospectus.
3.6 Administrative, Management, and Supervisory Bodies

Members of the administrative, management and supervisory bodies

Name Activities outside VBAG

Management Board (Vorstand)
Gerald WENZEL
Chairman of the Management Board
Supervisory Board
Investkredit Bank AG
Volksbanken Versicherungsdienst Gesellschaft m.b.
SchulzeDelitzschHaftungsgen.rGen.m.b.H.
VolksbankenrBeteiligungs Gmbi
VolksbankQuadrat Bank AG
Victoria-Volksbanken Versicherung

Advisory Council
ARZ Allgemeines Rchenzentrum
Back Office Service fir Banken GmbH

Executive Committee
CIBP1 International Confederatiottes Banques
Populaires

Manfred KUNERT

Member of the Management Board  Supervisory Board
Investkredit Bank AG
Allgemeine Bausparkasse registrierte Genossensch
mit beschrankter Haftung
Verwaltungsgenossenschaft der Volksbank Wien, e.
Gen.(Chairman)
VICTORIA-VOLKSBANKEN Vorsorgelasse AG
VICTORIA-VOLKSBANKEN Pensionskassen
Aktiengesdbkchaft (Chairman)
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Wolfgang PERDICH
Member of the Management Board

Wiener Borse AG

Volksbank DonatWeinland reg.Gen.m.b.H.
Zertifikate Forum Austria

GefinagHolding AG (Chairman)
Oesterreichische Clearingbank AG

Advisory Council
Finan® Trainer Research Institute

Credit Committee
Investkredit Bank AG

Liquidator
B.P. Invest Consult GmbH in Liquidation

Audit Committee

Investkredit Bank AG
VICTORIA-VOLKSBANKEN Pensionskassen
Aktiengesdbkchaft

Supervisory Board

Bank fiir Arzte und freie Berufe Aktiengesellschaft
(Charman)
SchulzeDelitzschHaftungsgenossenschaft registriert
Genossaschaft mit beschréankter Haftung
Verwaltungsgenossenschaft der Volksbank irevi
und Klosterneuburg registrierte Genossenschaft mit
beschrankter Haftung

VB Factoring Bank Aktiengesellschaft (Chairman)
VB-Holding Aktiengesellschaft (Chairman)
VB-Leasing International Holding GmbH (Chairman)
VI CTORI A givotno osigur a
VICTORIA - VOLKSBANKEN Biztosito Zrt.

Victoriai Volksbanken Eletbiztosité Rt.

Victoriai Volksbanken Pojistovna a.s. (CZ)
Victoriai Volksbanken Poistovna a.s. (SK)
VICTORIA-VOLKSBANKEN
Versicherungsaktieregelschaft

Volksbank International AG (Clianan)

Volksbank Wien AG (Chairman)

Europolis AG

DZ Bank Polska S.A.

VolksbankQuadrat Bank AG

Working Committee
Volksbank International AG (Chairman)
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Wilfried STADLER
Member of the Management Board

Dieter TSCHACH
Member of the Management Board

Michael MENDEL

Member of the Management Board

Supervisory Board (Aufsichtsrat)

Hans HOFINGR

Volksbank Wien AG (Chairman)

Managing Director
VIBE- Holding GmbH

Advisory Cound
Immoconsult Leasinggesellschaft m.b.H. (Chairman’

Audit Committee

Bank furr Arzte und Freie Berufe Aktiengesellschaft
Europolis AG

VICTORIA-VOLKSBANKEN Poistovna a.s.
Volksbank International AG (Chairman)

Volksbank Wien AG (Chairman)

Management Board

Chairman of Investkredit Bank AG
Jubilaumsstiftung der Wirtschaftsuniversitat Wien,
Privatstiftung

Schweighofer Privatstiftung

Supervisory Board

Telekom Austria AG

Wienstrom GmbH;

Trodat Holding GmbH

ATP Planungsund Beteiligungs AG (Chairman)
"Academia Scientiarum et Artium Europaea”
Privatstiftung

Walter Just Verwaltungs GmbH

Supervisory Board
ARZ Allgemeines Rechenzentrum G
Advisory Council

Back Office Service fur Banken GmbH (Chairman)
ARZ Allgemeines Rechenzentrum GmbH

Management Board
Investkredit Bank AG
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Chairman

Rainer KUHNLE
First deputy chairman

Franz FRISCHLING
Second deputy chairman

Members:
Harald BERGER

Management Board

CEO of the Association of Austrian Cooperatives
(Osterreichischer Genossenschaftsverband (Schulze
Delitzsch) and Association casellor

VolksbankQuadrat Bank AG

Supervisory Board
Vice President of Volksbank Internatial AG

VolksbankenrBeteiligungsgesellschaft m.b.H.

Vice President of the governing board of the European
Association of Ceoperative Banks with headquarters in
Brussels

Advisory Council
Volksbank Akademie

Executive Committee
Vice President of Confé&dation Internationale des
Banques Pogaires

Management Board

Volksbank KremsZwettl Aktiengesellschaft
Verwaltungsgenossenschaft of Volksbank Krenwgettl
registrierte Genossenschaft mit beschrénkter Haftung

Supervisory Board
VICTORIA-VOLKSBANKEN Pensionskassen
Aktiengeselschaft

Managing Director
VB 1 REAL Volksbank KremsZwettl Immobilien und
Vermogerstreuhandgesellschaft m.b.H.

Management Board

Chairman of the Management Board of Volksbank
VocklamarktMondsee registrierte Genossenschaft mit
beschrakter Haftung

Volksbanken Holding e.Gen.

Management Board

Chairman of the Management Board of Volksbank
Sudburgenand registrierte Genossenschaft mit
beschréankter Haung

Member of the Management Board of Volksbanken
Holding e.Gen.

Supervisory Board
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Edwin REITER

Hans HOFINGER

Herbert HUBMANN

Wolfgang KIRSCH

Volksbank Wien AG
VolksbankerBeteiligungsgesellschaft m.b.H.
VolksbankQuadrat Bank AG
SchulzeDelitzschHaftungsgenossenschaft reg.Genmbl

Management Board

VOLKSBANK OBERKARNTEN registrierte
Genossaschaft mit beschrankter Haftung

Member of the Management Board of Volksbanken
Holding e.Gen.

Supervisory Board
Gabor Gesellschaft in.H.

Management Board

CEO of the Association of Austrian Cooperatives
(Osterreichischer Genossenschaftsverband (Schulze
Delitzsch) and Association casellor
VolksbankQuadrat Bank AG

Supervisory Board

Vice President of Volksénk International AG
VolksbankenrBeteiligungsgesellschaft m.b.H.

Vice President of the governing board of the European
Association of Ceoperative Banks with headquarters in
Brussels

Advisory Council
Volksbank Akademie

Executive Committee
Vice Presi@&nt of Confédération Internationale des
Banques Poplaires

Management Board

Deputy Chairman ADEG Osterreich GroReinkauf der
Kaufleute egistrierte Genossenschaft mit beschrankter
Haftung

Volksbanken Holding e. Gen.

Supervisry Board

ADEG Markt GmbH

ADEG Osterreich Handelsaktiengesellschaft
ADEG Verbraucherméarkte GmbH

C & C Abholgroliméarkte Gesellschaft m.b.H.

Management Board

Chief Executive Officer of DZ BANK AG, Deutsche
Zertral-Genossensclitsbank, Frankfurt am Main

Board of Directors of Banco Cooperativo Espanol S.A.
(Vice Chairman)
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Thomas BOCK

Thomas DUHNKRACK

Walter ROTHENSTEINER

Supervisory Board

Bausparkasse Schwébisch Hall AG (Chairman)

R +V Versicherung AG (Chairman)

Union Asset Management Holding AG (Chairman)
Sidzucker AG

Suddetsche Zuckerribenverwertungs Genossenschaft

Advisory Council
Landwirtschaftliche Rentenbank
Liquiditats Konsortialbank GmbH

Management Board
VOLKSBANK VORARLBERG e.Gen.

Managing Director

Volksbank Vorarlberg AnlageheasingGmbH
Volksbank Vorarlberg Marketing und Beteiligunrgs
GmbH

Volksbank Vorarlberg Privateasing GmbH
Volksbank Vorarlberg Versicherunddakler GmbH

Supervisory Board

Volksbank International AG
VolksbankQuadrat Bank AG
VolksbankenBeteiligungsgesellschaft m.b.H.

Board of Directors ("Verwaltungsrat")

JML Jirg M. Lattmann Holding AG in Zudsfitzerland)
Volksbank AG in Schaan (Liechtenstein), 100 per cent
subsidary of Volksbank Vorarlberg e.Gen.

Management Board
DZ BANK AG, Deutsche ZentraGenossenschaftsbank,
Frarkfurt am Main

Supervisory Board

DVB Bank AG, Frankfurt am Main (Chairman)

DZ BANK Polska S.A., Warschau (Chairman)

DZ Equity Partner GmbH, Frankfurt am Main (Chairma
EDEKABANK Aktiengeselkchaft, Hamburg
VR-Leasing AG (Chairman)

Deutsche Genossenschalfigpothekenbank AG
(Charman)

Deutsche Energi&dgentur GmbH

Member of the board of Directors

Cassa Centrale Banca Credito Cooperativo del Nord E
SpA

Management Board
Chairman of the Management Board of Raiffeisen
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Erich HACKL

Jochen MESSEMER

Walter ZANDANELL
Chairman

Zentralbank Osterreich Aktiengesellschaft
Osterreichische RaiffeiseBinlagensicherung registrierte
Genossaschaft mit beschrankter Haftung

HK Privatstiftung

Supervisory Board

Casinos Austria Aktiengesellschaft

Casinos Austria International Holding GmbH
Kathrein & Co. Privatgeschaftsbank Aktiengesellschaft
KURIER Redaktionsgesellschaft m.b.H.

KURIER Zeitungsverlag und Druckerei Gesellschaft
m.b.H.

LEIPNIK-LUNDENBURGER INVEST Beteiligungs
Aktiengesellschaft

Osterreichische Kontrollbank Aktiengesellschaft
Osterreichische Lotterien Gesellschaft m.b.H.
Raiffeisen Bausparkasse Gesellschaft m.b.H.
Raiffeisen Centrobank AG

Raiffeisen International Bankolding AG

UNIQA Versicherungen AG

Wiener Staatsoper GmbH

Vorsorge Holding AG

Managing Director

Cembra Beteiligung GmbH

Raiffeisen International Beteiligung GmbH

General Council
Member of the General Council of the Austrian Nationz
Bank

Managenent Board
Allgemeine Bausparkasse reg. Gen.m.b.H.

Management Board
ERGO Versicherungsgruppe AG

Management Board

Chairman of the Management Board of Volksbank
Salzburg eG

Chairman of the Manageent Board of Schulz®elitzsch
Privatstiftung

Chairman of the Management Board of Volksbanken
Holding e.Gen.

Supervisory Board
ARZ Allgemeines Rechenzentrum GmbH

VolksbankerBeteiligungsgesellschaft m.b.H.
VolksbankQuadrat Bank AG
SchulzeDelitzschHaftungsgenossenschaft registrierte
Genossaschaft mit beschrankter Haftung

Volksbank GrazBruck reg. Gen.m.b.H.
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Advisory Council
ARZ Allgemeines Rechenzentrum GmbH

State commissionerS{aatskonmissare

Doris RADL
Viktor LEBLOCH

Membersdelegated by the Staff Council to the Supervisory Board

Hans LANG

Matthaus THUNHOHENSTEIN
Richard PREISSLER
Christian RUDORFER
Christian WERNER

llse HABERLEITNER
Michaela POKORNY

ADVISORY COUNCIL

Werner EIDHERR
Chairman of the advisory cacil

Johannes FLEISCHER

Hermann GEISSLER

President Prasiden)
President of Osterreichischer Genossenschaftsverban:
(SchulzeDelitzsch)

Supervisory Board

Investkredit Bank AG
VolksbankenrBeteiligungsgesellschaft m.b.H.
VolksbankQuadrat Bank AG

Allgemeine Bausparkasse r&gn.m.b.H.
SchulzeDelitzschHaftungsgenossenschaft registrierte
Genossaschaft mit beschrankter Haftung

Management Board
Chairman of the board of Weinviertler Volksbank
regidrierte Genossenschaft mit beschrankter Haftung

Management Board

GAJA Mittelstandsfinanzierungs AG
APK Holding Privatstiftung
Privatstiftung zur Barenhohle

Selah Privatstiftung

BONARTES Privatstiftung

Supervisory Board
Volksbank Wien AG
Deputy Chairman of KARNALI Prigktentwicklung AG

Managing Director
WAVER Beteiligungs GmbH
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Johannes JELENIK
Deputy chairman of the advisory
council

Franz KNOR

Michael PESCHKA

Gerhard REINER

Othmar SCHMID

Gerhard SCHWAIGER

Management Board
Volksbank Karnten Sid e.Gen.

Managing Director
VB Karnten Sud Leasing GmbH
VB Realitaten Gesell$mft m.b.H.

Supervisory Board
Volksbank Quadrat Bank AG

Management Board
Volksbank Sudburgenland registrierte Genossenschaft
beschrankter Haftung

Management Board

Chairman of the Management Board\adlksbank
Eferding-Grieskirchen registrierte Genossenschaft mit
beschrankter Haftung

Management Board

Chairman of the Management Board of Volksbank Gra
Bruck registrierte Genossenschaft mit beschrankter
Haftung

Supervisory Boel
Volksbank, Gewerbeund Handelsbank Karnten
Aktiengeselschaft

Management Board
Osterreichische Apothekerbank registrierte
Genossaschaft mit eschrankter Haftung

Managing Director
APO-Holding Gesellschaft m.b.H.

Management Board

Chairman of the board of Volksbank Tirol Innsbruck
Schwaz AG

HAGEBANK Tirol Holding, e.Gen.

Supervisory Board
ARZ Allgemeines Rechenzentrum GmbH

Managing Director

Meinhardgarage Gesellschaft m.b.H.

Volksbank Immobilien Ges.m.b.H.

Volksbank Tirol InnsbruckSchwaz Versicherungsservic
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GmbH

Claudius SEIDL
Management Board
VR-Bank Rottallnn eG

Peter SEKOT
Management Board
Deputy Chairman of the board of VOLKSBANK
MARCHFELD e.Gen.

Supervisory Board
VolksbankenrBeteiligungsgesellschaft m.b.H.
VolksbankQuadrat Bank AG
SchulzeDelitzschHaftungsgenossenschaft reg.Genmbl

Bernd SPOHN
Management Board
Deputy Chairman of the board of the Osterreichischer
Genossaschaftsverban{SchulzeDelitzsch)
Vereinigung Osterreichischer Revisionsverbande
FOG, Forschungsverein fiir Genossenschaftswesen
(Chairman)

Supervisory Board
Volksbankeri Versicherungsdienst Gesellschaft
m.b.H.

Managing Director
TREUGENO Steuerberatungsnd
Wirtschaftsprifunggeselschaft mbH

Josef TREML
Management Board
Chairman of the board of VOLKSBANK
VOCKLABRUCK-GMUNDEN e.Gen.

Sonja ZWAZL
President
President of the Lower Austrian Economic Chamber

Management Board
RAIFFEISEN-HOLDING NIEDEROSTERREICHWIEN
registriate Genossenschaft mit beschrankter Haftung

Supervisory Board

NO Biirgschaften GmbH
NO Kulturwirtschaft GesmbH

The business address for all members of the Management Board, the Supervisory Board and
the Advisory Council is Kolingasse 19,-A090 Vienna, Austria.
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Conflicts of interest

VBAG is not aware of any potential conflict of interest between the duties to VBAG by the
persons listed above and his or her private duties and/or other duties. There anglyo f
ties between members of the Management Board and the Supervisory Board.

3.7 Major shareholders
Shareholder structure
VBAG shareholder structure as at 31 December 2008:

Shareholder Shareholding in per cent
(approx.)

Osterreichischer Volksbankenverbumacluding Volksbanken

Holding eingetragene Genossenschaft ("Volksbanken Hol

e.Gen) 58.2
DZ BANK group 25.0 plus 1 shar
Raiffeisen Zentralbank Osteich Aktiengesellschaft 6.1
ERGO group (Victoria insurance) 10.0
Others 0.7
Total 100.0

Theshares in Volksbanken HoldirgGen are held by 50 (regional) Austrian Volksbanken

and 9 ceoperative societies (sonstige Erwerbsind Wirtschaftsgenossenschaften)
(altogether 93.70 per cent), Osterreichischer Genossenschaftsverband (Sdblitizech)

(1.01 per cent), VoldbankenBeteiligungsgesellschaft m.b.H. (2.73 per cent), nine goods
co-operative societies (Warengenossenschaften) (altogether 0.60 per cent), and Allgemeine
Bausparkasse rGenmbH (1.95 per cent).

Other shareholdings in VBAG are diret¢taseholdings.
3.8 Financial information concerning VBAG
Historical financial information

The audited consolidated annual financial statements of VBAG for the fiscal years ended on
31 December 2007 and 2008, in each case with the audit report thereoroaperated by
reference in the Prospectus relating to VBAG.

Extracts from the audited consolidated annual financial statements and the audited reports
of 2007 and 2008 are included below without material adjustments.
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Consolidated Balance Sheet of VBAGo(fthe years 2008 and 2007 according to IFRS

Assets
1. Liquid funds

2. Loans and advances to credi

institutions

3. Loans and advances to
customers

. Risk provisions
. Tradhg assets
. Financial investments

. Assets for operating lease

0o N o o A~

. Invegments in associates
measured at equity
9. Participations

10. Intangible fixed assets

11. Tangible fixed assets

12. Tax assets

13. Other assets

14. Assets of a disposal group

Total assets

Liabilities and equity

1. Amounts owed to credit
institutions

2. Amounts owed to customers

w

. Debts evidenced by
certificates

. Trading liabilities
. Provisions

. Tax liabilities

. Other liabilties

. Liabilities of a disposal group

© 00 N o o1 b

. Subordinated liabilities
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31 December 31 December Changesin Changes 31 December

2008 2007 EUR in % 2007

in euro restated* . published
thousand in euro tr|1r;>uesuarrc1)d in euro
thousand thousand
3,897,89 3,172,23¢ 725,657 22.88% 3,200,392
5,574,957 4,628,38C 946,577 20.45% 11,367,83¢
28,818,341 24,764,27¢ 4,054,062 16.37% 39,047,81%
-606,297 -500,/61 -105,536  21.08% -502,414
1,085,598 981,047 104,551 10.66% 1,008,738
8,961,634 8,491,05C 470,584 5.54%  18,195,53¢
1,852,592 1,411,742 440,850 31.23% 1,417,796
126,306 30,306 96,000 >200% 103,091
769,814 248,048 521,766 >200% 249,417
129,822 305,535 -175,713 -57.51% 455,087
290,070 270,020 20,09 7.43% 308,409
418,341 137,557 280,784 >200% 141,291
1,604,690 1,760,603 -155,913 -8.86% 3,647,829
0 32,940,784 -32,940,784 -100.00% 0
52,923,765 78,640,82¢€ -25,717,064 -32.70% 78,640,82¢
18,686,84€¢ 15,573,105 3,113,741 19.99% 24,200,454
11,829,455 10,191,237 1,638,219 16.07% 10,850,921
15,212,75¢ 13,435,90€ 1,776,852 13.22% 33,108,714
787,618 319,393 468,226 146.60% 329,024
181,535 187,580 -6,044 -3.22% 203,763
173,142 153,454 19,688 12.83% 160,770
1,814,264 2,179,87¢  -365,612 -16.77% 4,873,324
0 32,195,881 -32,195,881 -100.00% 0

2,014,314 1,457,018 557,296  38.25% 1,966,480



10. Equity 2,223,833 2,947,38C  -723,547 -24.55% 2,947,380
Shareholders' equity 1,230,604 1,600,384 -369,780 -23.11% 1,600,384
Minority interests 993,229 1,346,99€ -353,767 -26.26% 1,346,996

Total liabilities and equity 52,923,765 78,640,82¢€ -25,717,064 -32,70%  78,640,82¢

* Presentation and changes tine scope of consolidation

On 3 November 2008 an agreement was signed between VBAG, Dexia Crédit Local (Dexia) and the Republic of Austria concel
the sale oKommunalkreditAccordingly, the date of deconsolidatimas3 November 2008. Since the bewirg of the negaditions

of the sale in October 2008, Kommunalkredit has been presented as a disposal group in accordance with IFRS 5. Htigecompar
figures in the income statement were restated accordingly. The balance sheet figures as offReID& were also restated in

order to ensure improved comparability.

Consolidated Income Statement of VBAG for the years ended 31 December 20081and
December 2007 published and 31 December 2007 restated

1. Interest and similar income and
expenses

2. Income from associates measur¢
at equity
I. Net interest income
. Risk provisions
. Net fee and commission income
. Net trading income

. General administrative expenses

N O o b~ W

. Other operating result

8. Income from financial investment
9. Income of a disposal group

II. Annual result before taxes

10. Income taxes

11. Income taxes of a disposal grouj
[Il. Annual result after taxes

Profit attributable to shareholders
of the parent company
(Consoldated net income)

11212008 122007 o onges  1-12/2007 12'0%327/
restated*

in euro _ in euro published  published
thousand t;}gs;;% d thousand % in euro
thousand
1,232,554 741,283 491,271 66.27% 804,339
2,751 19,345 -16,593 -85.78% 26,389
1,235,306 760,628 474,678 62.41% 830,728
-154,952 -96,400 -58,553 60.74% -89,915
202,698 175,860 26,837 15.26% 191,603
41,359 55,882 -14,523 -25.99% 57,489
-682,809 -581,974 -100,835 17.33% -622,313
-165,465 -3,768 -161,698 >200.00% 762
-293,625 -2,161 -291,464 >200.00% 234
-584,360 80,053 -664,413 <-200.00% 19,533
-401,849 388,121 -789,969 <-200.00% 388,121
156,023 -36,639 192,662 <-200.00% -41,085
34,957 -5,572 40,529 <-200.00% -1,126
-210,869 345,910 -556,778 -160.96% 345,910
-152,012 219,682 -371,694 -169.20% 219,682
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Profit attributable to minoty interest

(Minority interests)
-58,856 126,228 -185,084 -146.63% 126,228

* Presentation and changes in the scope of consolidation

On 3 November 2008 an agreement was signed between VBAG, Dexia Crédit Local (Dexia) and the Republic of Austria
conceming the sale of Kommunalkred&ccordingly, the date of deconsolidatismas3 November 2008. Since the beginning of

the negotiation®f the sale in October 2008, Kommunalkredit has been presented as a disposal group in accordance with IFRS
5. The comparate figures in the income statement were restated accordingly. The balance sheet figures as of 31 December
2007 were also restated in order to ensure improved comparability.

Balance Sheet of VBAG (standlone for the years 2008 and 2007)

Assets
1. Cash in hand, balances w
central banks

2. Treasury bills and other bil
eligible for refinancing with
central banks

3. Loans and advances to cre
institutions

4, Loans and advances
customers

5. Debt securities includin
fixed-income securities

6. Shlares and other variab
yield-securities

7. Participating interests

8. Shares in affiliatel
underekings

9. Intangible fixed assets
10. Tangible assets

11. Own shares as well as shai
in a controlling company or in i
company holding a majority o
shares

12. Other assets

13. Subscribed capital call but
not paid

Total assets

Off-balancesheet items

31 December 200€

31 December 200

(in EUR)

932,989,386.6¢

1,147,393,106.5

17,934,527,953.6!

4,300,252,565.8:

4,908,795,633.2

448,199,877.1¢

70,265,807.11
2,397,279,542.8(

3,738,029.67
7,246,658.42
19,913,605,61

3,009,738,901.9¢
307,725,259.22

35,488,066,327.9!
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(in EUR)

1,349,782,438.4.

1,065,4%,706.63

13,452,167,012.5.

3,761,011,421.1.

4,549,243,694.3!

454,678,436.4¢

45,801,777.9¢
2,234,185,259.8!

1,356,728.77
7,595,384.38
17,489,569.36

2,313,710,986.8¢
233,307,932.36

29,485,766,349.1!



Foreign assets

Liabilities

. Liabilities to credit institutions
. Liabilities to customers

. Secured liabilities

. Other liabilities

. Accruals and deferred incomi
. Provisions

. Subordinated liabilities

. Supplementary capital

© 00 N O O B~ W DN PP

. Participation capital
10. Subscribed capital
11. Capital reservesommitted
12. Reained earnings

13. Liability reserve pursuant f
Article 23 para 6 BWG

14. Net profit or loss for the yea
15. Untaxed reserves

Total liabilities

Off-balance-sheet items
1. Contingent liabilities

liabilities from guarantees ar
guarantees from collateral

2. Credit risks

Of which liabilities  from
repuchasing transactions

3. Liabilities from fiduciary
transactions

4. Eligible qualifying capital acc
to § 23 para.14 BWG

5. Capital requirement acc. to
22 para. 1 BWG

6. Foreign liabilities

10,754,638,169.6!

13,726,344,298.9
2,816,743,823.1t
13,576,214,825.2!
2,210,410,687.8:
14,102,566.3¢
134,502,991.6¢
563,380,532.3¢
568,800,000.0(
500,000,000.0¢
345,173,065.2¢
509,754,252.27
277,387,593.2¢
163,427,575.8%

81,824,11%4

35,488,066,327.9I

4,422,093,030.2:

6,622,262,916,1.
102,202,916.1:

9,117.35

2,726,081,387.9¢

1,245,334,811.2¢

4,702,088,136.0!

9,164,089,247.8-

11,783,957,062.0:
1,969,387,160.6°
11,036,412,237.8
2,106,323,995.4
8,694,302.4(C
121,191,999.6¢
557,980,532.3:
568,800,000.0(
0.00
345,173,06.29
508,318,481.7¢
298,522,438.1(
142,292,731.0¢

38,712,342.4¢
0.00
29,485,766,349.1!

2,870,462,132.6°

6,295,635,268.8
117,942,268.0(

32,370.94

2,467,670,243.4!

1,030,741,172.%

4,663,599,8204

Income Statement of VBAG (staralone for the years ended 31 December 2008 and 31

December 2007)
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31 December 200¢

31 December 2007*

1. Interest receivable and simila
income

2. Interest payable and similar
expenses

I. Net interest income

3. Income from securities and
participating interests

4. Commissions receivable
5. Commissions payable

6. Net profit or netdss on
financial operations

7. Other operating income
Il. Operating income

8. General administrative
expenses

9. Value adjustments in respect
of asset items 9 and 10

10. Other operating expenses
IIl. Operating Expenses
IV. Operating Result

11.Value adjustments in respec
of loansand advances and
provisions for contingent
liabilities and for commitments

12. Value readjustments in
respect of loans and advances
and provisions for contingent
liabilities and for commitments

13. Value adjustments in respec
of transferable securities held a
financial fixed assets,
participaing interests and share
in affiliated undertakings

14. Value readjustments in
respect of transferable securitie
heldas financial fixed assets,
participating interests and share
in affiliated undertakings

V. Profit or Loss on ordinary
activities

15. Tax on profit or loss

16. Other taes not reported
under item 15

(in EUR)
1,318,859,782.3(

-1,343,613,088.0:

-24,753,305.7:
705,762,073.8¢

64,598,534.4¢
-32,883,671.0¢
44,551,071.1¢

96,413.23
757,371,115.9¢
-130,385,769.6¢

-3,586,377.5¢

-157,773.08
-134,129,920.2¢
623,241,195.6¢
-84,757,599.8]

149,385,707.0°

-593,101,425.6°

7,582,427.01

102,350,304.2¢

-16,500,053.6(
-5,050,250.6¢
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(in EUR)
940,986,973.03

-945,464,808.99

-4,477,835.96
100,974,258.19

49,165,849.33
-12,300,414.35
46,226,455.28

183,826.70
179,772,139.19
-106,148,759.53

-2,539,970.57

-167,469.73
-108,856,199.83
70,915,939.36
-58,329,245.52

55,558,218.45

-22,194,885.46

54,405,516.60

100,355,543.43

1,563,689.15
-476,510.51



VI. Profit or loss for the year 80,800,000.0( 101.442.722,07
after tax

17. Changes in reserves 0.00 -64,301,159.00
VIl. Net income for the year 80,800,000.0(¢ 37,141,563.07
18. Profit or loss broght forward 1,024,115.6¢ 1,570,779.39
VIII. Net Profit or Loss for the 81,824,115.6¢ 38,712,342.46
year

Sources: Financial statements as of 31 December 2008 and 2007 of VBAG on a consolidated ara@nstéacis
Auditors Report

The auditorsreportson the consolidated financial statements as of 31 December 2008 and
2007 are incorporated by reference.

Material changes in the financial position of VBAG

Save as discloseih this chapter "Material changes in the financial position of VBAG"
there have ben no significant or material adverse changes in the financiatigpoof

VBAG and its subsidiaries taken as a whole since 31 December 2008, being the date of the
latest audited published financial statements of VBAG.

On 7 April 2009, Osterreichische MabankerAktiengesellschaft published its
consoidated financial statements, reporting a losEEfR 152 million. The singlesntity
financial statements of Osterreichische VolksbarRé&tiengesellschaft show an annual
result for the year oEUR 80.8 million. This annual esult ensures that all profielated,
subordinated bonds as well as supplementary capital bonds and hybrid capital bonds can be
serviced. In view of the dstanding participation capital, the VBAG Managing Board will
propose a profit disiipution to the annual general meeting on 28 May 2009.

Negotiations on the utilisation of participation capital in accordance with the Austrian
Financial MarketStabilisation Actwere conducted quickly. The participation capitalain
totalamount ofEUR 1 billion has beenssued by VBAG to the Republic

For further details in connection with recent developments in the international financial
markets and VBAG's holding in Kommunalkredit, please refer to "3. Description of the
Issueri Business history anduginess development of VBAGRecent developments" and
"3.5 Trend information” above

3.9Legal and arbitration proceedings

In June 2002, VBAG was fined by the European Commission for alleged participation in
agreements and concerted practices with regarditeg charges and advertising measures
for the purpose of limiting competition on the market for bank products and bank services
in Austria. The fine amounted to EUR 7.59 million. In December 2006, the Court of First
Instance of the European Communitiegected VBAG's action for annulment against the
European Commissionls decision. VBAG appealed against this judgement in March 2007.
The proceedings before the European Court of Justice are still pending and the result cannot
be predicted with certainty. VG is of the opinion that the imposed fine will not
negatively influence its finacial position or its profitability, since the fine has already been
paid. VBAG is not aware of any possible civil litigation proceedings pending or threatening
relating to orin connection with the mentioned fine imposed by the European Commission
and/or the legal proceedingstiatedby VBAG as a result thereof.

As a result of official tax audits, two fully consolidatedsidiaries of VBAG were ordered
to pay corporate tafor previous years. VBAG has filed appeals against these orders. There
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is a risk that VBAG's appeals will not prevail, as of Spring 2009 the total tax payments
involved amounted to approximately EUR 18.9 million (including interestsuspending
the taxpayment).

In addition to the proceedings described above, VBAG is involved in various proceedings
relating to its business activity on a regular basis, which it does not believe will have a
material impact on its economic position.

For information on theale of Kommunalkredit to the Republic of Austria, please ske "
Description of the Issueir Business history and business development of VBREcent
developments" starting on pagé.

Save as disclosed in this chapter "Liegad arbitration proceedings", neither VBAG nor

any of its subsidiaries are or have they been involved in any legal or arbitration proceedings
which may have or have had during the twelve months prior to the date of this Prospectus, a
significant effect a the financial position or the profitability of VBAG or its subsidiaries.
Furthermore, VBAG is not aware of any such proceedings pending or threatening.

3.10Material contracts

VBAG has, in a dealer agreement (the "Dealer Agreement") dated on or &duné2009
agreed with the Dealers a basis upon which the Dealers or one of them may from time to
time agree to purchase Notes.

On 27 January 20Q%he Issuersigned a framework agreement fguaranteedond issues

with the Republic of Astria. Under thisframework agreementhe Issuethas the right to
issue bonds with an aggregate volume of EURiIllion that will be guaranteed by the
Republic of Austria (pursuant to section 1 paragraph 4 of the Interbank Market Support
Act). The guarantee of the Republic Afistria is explicit, unconditional, irrevocable and
unswordinated, and it warrants due and timely paymentthermore, the Issuer has issued
two series of bonds guaranteed by the Republic of Austria with a total nominal amount of
EUR 2 billion.

In March 2009, VBAG signed an agreement in principle ("Grundsatzvereinbarung") with
the Republic of Austria for the subscription of participation capital (which qualifies as tier 1
capital according to theAustrian Banking Act). Accordingly, VBAG has issued
partidpation capital securities in a total nominal amount of EUR 1,000,000,000 to the
Republic of Austria The Grundsatzvereimung contains certain covenants and
undertakings to the Republic of Austiraconnetion with the issue of the abowmentioned
participationcapital and in connection with the rauct of business o¥BAG, which are in
force as long as the Republic of éda holds such tiefl capital.Provided that the Issuer
decides to make payment on these participation capitalirises, holders of such
participation capital securitigsarticipate in the annual profidgdhresgewinpof the Issuer

This may reduce the distributable funds available for payments on the Tier 1 Notes.

Save as discloseith this chapter Material contract§ VBAG is not party to any material
contracts that are entered into in its course of business and which could result in any
member of the Group being under an obligation or entitlement that is material to 6BAG
ability to meet its obligations to Noteholders in respddhe Notes being issued.

3.11Documents on display
The documents on display are listed under "General Information”.
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4. THE AUSTRIAN BANKING SYSTEM
Overview

As of 31 December 2007, the Austrian banking industry consisted of 8&@endent banks

with a total 0of4.286 branches (Source: Statistisches Jahrbuch 2009, 439). The structure of
Austrias banking system is characterised by a large number of small institutions and a small
number of medium to large banks.

The industry can be split into the following sectors

Total assets as of 31 December 2007 (approximately) in EUR billion
Aktienbanken und Bankiers 250,931.58
Sparkassen 150,351.37
Landeshypothekenbanken 87,630.80
Raiffeisen (rural cabperatives) 221,977.28
Volksbanken (credit coperatives) 69,300.25
Bausparkassen 20,998.22
Sonderbanken 87,413.55
Total EUR 889,542.38

(Source: Statistisches Jahrbuch 2009, 441)

Changes in banking practice generally, and in Austrian banking legislation specifically,
have contributed to an erosion of the original distions between the sectors. Today,
commercial banks, savings banks andoperative banks all engage in substantially similar
business.

Membership of the European Union

Austria joined the EEA with effect from January 1994 and became a member of the
European Union on 1 January 1995. Membership of the EEA entailed the adoption of and
implementation by Austria of EU directives, which has resulted in significant changes to
Austrian banking law and accounting rules as Austrian laws have since then been
harmonsed with EU directives.

Austrian Banking Act

The legal framework of the banking system was reformed in 1993 with the passing of the
Bankwesengesetz1993 (the "Austrian Banking Act"), which was part of the
Finanzmaktanpassungsgeset993 (the "Financial M&ets Harmonisation Act"). In the

past years, the Austrian Banking Act has been constantly amended in order to bring
Austrian banking law into compliance with the EU banking directives. The new rules on the
"International Cowvergence of Capital Measuremeartd Capital Standards” issued by the
Basel Committee on Banking SupervisoriBasel 1) were implemented in the Austrian
Banking Act in the year 2006 and in 2007, when the FMA issued a regulation on the
solvability of credit instititions. Since an amendmt has entered into force on 1 January
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2008, the Austrian Btional Bank is solely responsible to undertakesitie audits of credit
institutions uponnstruction by the FMA.

Regulation and Supervision

The structure of the regulation and supervision of Alustrian banking system is set forth

in a number of statutes, including the Financial Markets Supervision ActAtisérian
Barking Act and the National Bank Act 1984, the Financial Conglomerates Act, and the Act
on Covered Bank Bonds, each as amendede Alstrian Banking Act contains most of the
essatial regulations for "credit institutions"”, as banks are designated. In addition to setting
out capital adequacy rules, the Austrian Banking Act imposes various other requirements,
restrictions and regulatits on Austrian credit institutions, including reporting and liquidity
requirements, restrictions on participations and large exposures, and regulations regarding
internal controls and internal audits, deposit guarantees, money laundering and customer
protection. The National Bank Act 1984 regulates the Austrian National Bank and its
postion in the system of European Central Banks.

Under the Financial Markets Supervision Act and the Austrian Banking Act, the supervision
of Austrian credit institutions andfahe branches of foreign banks in Austria is the
respasibility of the FMA, assisted by the Austrian National Bank, which has the sole
competency to make egite bank audits. The FMA may take a variety of actions under the
Austrian Banking Act to superwscredit institutions on a comprehensive basis.

In order to enable the FMA and the National Bank to fulfil their duties, credit institutions
are subject to reporting requirements. Reporting has to be effected with the National Bank
which acts as servica@vider on behalf of the FMA. The content of such reports is set forth

in more detail in the disclosure regulationduéweisungsrichtlinien and contains a
staement on asset, income and riskefmogensErfolgs und Risikoauswejswhich is to be
reportedon a quarterly basis. Furthermore, credit institutions have to file a monthly report
on the compliance with regulatory standar@sdnungsnormenauswa@ig/hich contains data

on solvency (i.e. minimum capital requirements according to Bjsewn funds, lquidity,

large exposures and ndimancial participations, and must submit annual audit reports.

Federal Ministry of Finance

The Federal Ministry of Finance (the "Ministry of Finance") is headed by the Federal
Minister of Finance (the "Minister of Finarige who is a member of the Federal
Government. The Minister of Finance monitors compliance with the Austrian Banking Act
and other relevant legislation by the FMA.

Financial Market Authority

Since April 2002, all supervisory tasks and resources have teesferred from the
Federal Ministry of Finance (supervision of banking, insurance and pension funds) and the
former Austrian Securities Authority (securities supervision) to the FMA. The FMA
monitors compliance with the Austrian Banking Act and otheevaht legislation and
regulations by Austrian credit institutions and financial institutions, both at home and
abroad, and by feign banks operating in Austria. In accordance with EU Law and the
Austrian Banking Act, credit and financial institutions angged in and regulated by the
authorities of EEA Menber States are subject to regulation and supervision by their home
state and not by Austria. With respect to activities in Austria, some regulations of the
Austrian Banking Act must be observed.

The European Central Bank and the Austrian National Bank

Since 1 January 1999, responsibility for the monetary and currency policy of all the states
participating in the third stage of European Economic and Monetary Union ("EMU"),
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including Austria, rests with th&uropean Central Bank. The governor of the Austrian
National Bank is a member of the council of the European Central Bank.

In addition to its functions within the European System of Central Banks, the Austrian
National Bank reviews reports filed by credibstitutions. Detailed foreign currency
statistics concerning the foreign currency position of all Austrian credit institutions are
compiled by the Austrian National Bank and provide it with an indication of the business
volume of Auwstrian credit institutbns. Austrigs detailed information reporting requirements

act as a form of regulatory mechanism since the figures in these reports and the information
provided by the credit institutions must be consistent and compiled in accordance with the
rules and reglations of the Austrian National Bank.

The Austrian National Bank continuously evaluates the status of Austrian credit institutions
as part of the banking supervision regime provided for in the Austrian Banking Act, and is,
upon instruction of the FMA, $ely responsible to undertake -aite bank audits.

Capital Adequacy Requirements

Under Austrian riskbased capital adequacy rules, which are based on EU law, each credit
institution must maintain a ratio (the "Solvency Ratio") of at least 8 per centeadrddit

risk assessment basis. The Solvency Ratio is the ratio of Qualifying Capital ("Own Funds",
as explained below) to the sum of the weighted claims (comprising balance sheet assets,
certain off balance sheet items and derivatives). The FMA is ahtitiempose additional

Own Funds requirements if this is necessary in order to appropriately contain the risks
connected with a bank's (or group's) business.

For the purposes of calculation of the Solvency Ratio, the Austrian Banking Act defines
"Own Fund$ as consisting principally of (i) paith capital, (ii) disclosed reserves, (iii)
funds for general bank risks, (iv) Supplementary Capital, (v) certain hidden reserves, (vi)
participation capital, (vii) subordinated capital, (viii) revaluation reserves) t(he
commiiments of members of cooperative credit institutions to make additional contributions
guantfied in relation to their shareholdings, (x) shtetm subordinated capital and (xi)
only for the purpose of supervision on a consolidated basisichgapital.

Certain losses, certain intangible assets and certain investments in credit institutions or
financial institutions are required to be deducted from equity in computing Qualifying
Cagptal. "Core Capital" consists of (i) paid capital, (i) di€losed reserves, and (iii) funds

for general bank risks, less losses and intangible assets. The Austrian Banking Act requires
that the aggregate amount of the elements comprising Qualifying Capital, other than those
elements which are part of Core Capitalust not exceed the Core Capital. In addition, the
sum of subordinated debt may not exceed 50 per cent. of the Core Capital. Core Capital
reflects a concept similar to "Tier 1 Capital" and Qualifying Capital (other than Core
Captal) reflects a conceptmilar to "Tier 2 Capital”.

In June 2004, the Basel Committee published the Basel Il rules that aims to align the risk of
a credit institution's loan portfolio more closely with the capital reserves it is required to set
aside against unexpected lossessdddl is built on three interlocking pillars ("Pillar 1",
"Pillar 2" and "Pillar 3"), minimum capital requirements, supervisory review and market
discipline.

On 1 January 2007, changes to the Austrian Banking Act to implement Basel Il into
Austrian law ertered into force. Furthermore, on 10 October 2006, two FMA regulations,
the Solvability Regulation Solvabilitdtsverordnung and the Disclosure Regulation
(Offenlegungsverordnungwhich comprise mainly the technical details of Basel Il entered
into force.As of such date, the weighted claims (which constitute the calculation base for

75



the Solvency Ratio) are to be calculated in accordance with the rules prescribed by Basel Il
as implemented by the Austrian Banking Act and the FMA regulations.

Consolidated apital adequacy requirements must be met not only by a credit institution, but
also by the credit institution together with all other financial services companies
(comprsing credit institutions, financial institutions, securities firms and undertakings
conducting ancillary banking services) in the credit institution's group. For this purpose, the
group cansists of the parent company credit institution and all other financial services
companies which it controls or in which it holds (among other precomditimore than 20

per cent. of the share capital or voting rights.

Minimum Reserves

In accordance with EU Regulations, the European Central Bank prescribes by decree
minimum reserves to be maintained by Austrian credit institutions with the Austrian
Nationd Bank. These minimum reserve requirements apply to the following liabilities
denominated in euro: (i) deposits, (ii) debt securities, and (iii) money market certificates.
The required reserve rataomounts t@.00 per cent. Certain exemptions apply.

Failure by a credit institution to meet the minimum reserve requirements exposes it to
potential penalty interest charges.

Deposit Guarantee Scheme

Austrian law requires that any credit institution which accepts deposits must join the
guaantee scheme of itsector within the banking system. Namembership of the relevant
guarantee scheme results in the lapse of the credit institution's licence to conduct deposit
taking business in Austria.

The deposit guarantee scheme guarantees evsignoerEUR 20,000 foiits depositdn the

case of bankruptcy of a bank, save that (i) if such depositor is a natural person, such
customer's deposits are guaranteed without a maximum am@orh 1 January 2010
onwardsit will be up to an amount of EUR 10@00), and (ii) if sich depositor is a small or
medium sized enterprise, its deposits are guaranteed up to an amount of EUR 50,000. The
Notes issued under the Programme do not qualify as deposits and thus are not covered by
the deposit inswance fund.

Payments made by a guatae scheme to restore guaranteed deposits are met by
contributions from each member credit institution in the relevant sector. Each credit
institution's contribution is determined in proportion to the aggregate amount of such credit
institution's depositssubject to a maximum contribution amount of EUR 50,000 per
depositor. The Hance between the maximum contribution amount and the secured deposit
is met by the state. Each credit ingtibn has to contribute an annual amount of 1.5 per cent
of its weighed claims (which is the beulation base foisolvencypurposes), subject to
certain reductions in case of multiple payouts during a period of five y&BAG has to

be, and is, a member of the SchulzelitzschHaftungsgenossenschaft registrierte
Genosseschaft mit leschrankter Haftung (the SchulBelitzsch Deposit Guarantee
Scheme).

In addition to the deposit guarantee scheme, the Volksbanken have established a voluntary
institutional protection system (the "Joint Security Fund"). The purpose of theSecurity

Fund is the assistance in the form of cash grants and management know how in situations of
impending or existing economic hardship. The Joint Security Fund is essentially created

through the dues raised among the member banks. Although, noendebk has a legal

claim to be assisted, in practice all occurring losses were always covered in the past.

Therefore, in the past, no depositor or customer was suffering a loss of his deposits.
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Accounting and Auditing

Generally, Austrian auditing regulatis are adapted to EU standards. Austrian credit
institutions, and credit institutions operating in Austria, are required to submit audited
financial statements, including the audit reports thereon, to the FMA and the Austrian
National Bank. Such statemenimust be submitted within six months of the end of the
business year.

Recent legislation allows credit institutions to use international accounting standards (such
as International Financial Reporting Standards or US GAAP) to consolidate financial

staements, provided that the financial statements comply with EU guidelines, contain all

required information and are audited. In addition, the auditors must confirm compliance

with EU directive requirements.

Bank auditors are required to certify compliance wi#itain regulatory requirements, and
to include in their longform reports to the supervising authorities an overall opinion on the
risks, profitability and financial position of the respective credit institutions. Bank auditors
may be auditing firms bulso sectorelated but independent institutions.

Interbank Market Support Act 2008 Financial Market Stabilisation Act 2008

Under the Federal Act regarding the strengthening of the Interbank Market (Interbank
Market Support Act, the "IBSA") and the FedérAct regarding the stabilisation of the
Financial Market (Financial Market Stabilisation Act) 2008 the Federal Minister of Finance
(the "Finance Minister") has been granted certain powers in relation to Austrian credit
institutions (such as VBAG) and imsance undertakings.

The powers under the IBSA last until Becembe2009 and allow for the Finance Minister

to assume liability for the benefit of a clearing house. The aim is to increase the credit
institutions' confidence in the interbank market arehde, to pavent liquidity problems
caused by credit institutions retaining surplus liquidity instead ofeading it to other
banks. Futhermore, the Finance Minister magsame against consideration liabilities for
the benefit of holders of securitiestlva term of maximum five (5) years to be issued by
credit instiutions in order to encourage theedum-term refinancing of Austrian credit
institutions. The outstanding amountsnoected with measures pursuant the IBSA may not
exceed EUR/5billion. VBAG has consequently issued two bonds with a total amount of
EUR 2 billion guaranteed by the Republic of Austria.

The Financial Market Stabilisation Aantitles the Finance Minister to take measures for
the recapitalisation of credit institutions and insw@ undertakings (the "Relevant
Entities") (i) in order to remedy a considerable disruption within Austria's economic life,
(i) to ensure the macroeconomic balance as well as (iii) for the protection of the national
economy of Austria. The measures comprithe assumption of liabilities for the benefit of
obligations of the Relevant Entities and for the benefit of obligations-vis the Reévant
Entities, the provision of facilities and own funds for Relevant Entities and the acquisition
of shares. Fuhtermore, in the case that a performance of a Relevant Entities' obligations
vis-a-vis its creditors is jeopardised, the Finance Minister may as last remedy acquire shares
in such Relevant Entity againstrderation. The shares acquired in accordance thigh
provisions of theFinancial Market Stabilisation Achave to be privatised upon the
achievement of the intended purpose upon consideration of thkemeonditions. The
outstanding amounts connected with measures pursuaiiiiriaacial Market Stabiletion

Act may not exceed EURSbillion. The issue of VBAG of participation capital to the
Republic of Austria was effected under fRimancial Market Stabilisation Act

The Finance Minister is entitled to set forth conditions and requirements for theineeas
according to thé-inancial Market Stabilisation Actn this contextspecificprovisions may
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be imposed regarding thelfowing aspects: the business focus (in connection with credit
institutions, in particular the supply of small and middle sizesgmises with loans), the
application of the received funds, the remuneration of manadiers,l requirements,
dividend policy, measures for safeguarding jobs, the period within which the requirements
must be met, measures for the prevention of disto of competition as well as the legal
consequences for nasompliance with the aforementioned conditions and requirements.

Covered Bonds

Covered Bonds are Austrian law debt instruments, the quality and standards of which are
regulated by the Austrian Law orCovered Bank Bonds Qesetz uUber fundierte
Bankschuliverschreibungen The investorsclaims under such Notes are secured at all
times by a segrate pool of certain eligible asseBgckungsstogk

Such cover assets are listed in special registers kefitebissuer. Assets included in these
asset pools may only be seized and sold to satisfy claims arising from the relevant Notes.

Covered Bonds are secured by a separate asset pool which comprises claims against, or
securities issued by, certain Austrian aomther EEA Member States' and Switzerland's
public authorities and claims and securities that are guaranteed by such public authorities,
gilt-edged securities and claims, and claims and securities that are secured by a pledge
registered in a public registe

Certain assets held in trust on behalf of the Issuer may also be included in the relevant cover
pools, as well as derivative contracts if they are used to hedge interest rates, foreign
exchange or issuer insolvency risks connected with the CoveredsBond

The total redemption amount of and the interest paid on Covered Bonds (and the potential
costs in case of an insolvency) are at any time required to be covered by cover assets. With
regard to VBAG, it has been provided in its articles of associatidrthieacover assets need

at any time cover the present net value of all issued Covered Bonds plus a safety margin of
at least 2 per cent.

In the event that the existing cover assets do not fully cover the issued Covered Bonds, the
Issuer may replace the gtiiall in cover assets by credit balances held with certain central
banks or credit institutions or cash. Such substitute cover assets may never exceed 15 per
cent of the total amount of outstanding Covered Bonds.

A Trustee Treuhdnde)y has been appointddr a term of five years for the cover pool of the
Issuer by the Federal Minister of Finance, which holds in trust the title deeds relating to the
asset pool and the cash contained therein. The Trsgteenary task is to ensure that the
required cover ssets for the Covered Bonds, and the claims of derivative copatées of

the Issuer, are at all times sufficient. No asset may be deleted from the relevant register
without the written consent of the Trustee.

In the event of bankruptcy of the Issuepplcable Austrian law expressly contemplates a
continuation rather than a liquidation of the asset pools: in a bankruptcy the Covered Bonds
will not be automatically terminated by operation of law but the cash flows will in general
remain unaffected. Thasset pool would be administered by a special eappbinted
receiver (which may also be another credit institution) without infringement of the rights of
the holders of the Covered Bonds. In the event that funds are required to discharge
obligations thatbecome due, the special receiver may collect claims that have become due,
sell cover assets or raise bridge financing. After its appointment, the special receiver is
obliged to sell the asset pool together with the obligations from the Covered Bonds to an
appropriate credit institution. Only where a sale is not possible must the asset pool be
liguidated in @cordance with the relevant statutes. In such case, the Covered Bonds will fall
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immediately due and the liquidation proceeds from such assets widzk (preferentially)
to satisfy the claims of the holders of such securities (and counterparties under derivative
contracts, if any).

Covered Bonds are full recourse obligations of the Issuer. Since the Covered Bonds
consttute general liabilities of theredit institution, holders also have recourse to the assets

of the Issuer outside the asset pools. However, as regards those assets, holders of the
Covered Bonds will rank equally with other unsecured and unsubordinated creditors of the
Issuer, their clairm being limited to the (foreseeable) shortfall, if any, they may suffer in the
liguidation of the respective cover pool.

The supervisory authority has the right to request the competent court to appoint a common
curator to represent the holders of CoveBahds. Such curator may also be appointed in
the event of a bankruptcy of the Issuer, and on the application of any third party whose
rights would be deferred due to the lack of a common representative. In such an event, the
common rights of the holdersising out of the Covered Bonds may only be exercised by
the curator. The holders may join the proceedings conducted by the common curator at their
own cost.
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5. TERMS AND CONDITIONS OF THE NOTES
5.1 Terms and Conditions of the Notes

The Notes under the Prograranwill be issued according to the followingerms and
Conditions (the Conditiong. They will be supplemented by "Supplemental Terms and
Condtions for Caskor-ShareNotes" gec 5.2 for cashor-share Notes (éverse convertible
notes).

The provisions othe following Conditions apply as completed, modified, supplemented or
replaced, in whole or in part, by the terms of the final terms which are attached hereto (the
Final Termg (by way of reference to the respective items of the Final Terms stated in
brakets). Terms which are printed in italics in the Conditions afined in the Final
Terms. As far as these Conditions and the Final Terms are inconsistent, the Final Terms
shall prevail over the Conditions. The Final Terms may also foresee changes to the
Condtions, to the extent permitted by applicable laws andilegmpns.

The Final Terms may be inspected during normal business hours at the offices of the
Principal Paying Agent any Paying Agent and at the seat of the Issuer and copies of the
Final Terns may be obtained free of charge from these officasjiged that, in the case of
Notes which areneitherlisted on any stock exchangwr which are/or have been offered
publicly, copies of the relevant Final Terms will only be available taléid of theNotes

(the Noteholder}.

Where a non-binding translation of the Terms and Conditions of the Notess attached,
it is hereby noted that the Austrian Financial Markets Authority has not reviewed the
correctness of such translation.

g1
(Currency. Form. Type of Issue. Denominabn. Representation. Custody)

(1) Currency. Form. Osterreichische Volksbankekktiengesellschaft (thdssuer) issues
Notes(the Noteg in the currencydetermined in the Final Terms (ite8h (the Specified
Currency). The Notes are bearer instruments and are freelgf¢rable.

(2) Type of issue.The Notes are issued permanent issuer assingle issugas detemined
in the Final Terms (iten3). The issue priceis determined in the way specified in the
Final Termsitem 11(i)). In the case of a permanent is¢which is an issue of Notes that
may be subscribed during the term of the Notd®) issue jice shall be dermined in
the Final Termsifem 11(i)) as of the start of the term of the Noge®l shall then be fixed
by the Issuer continuously according to the market itimm$ pevailing from time to
time.

(3) Denomination. The Notes are issued in aggregate principal amouras detanined in
the Final Terms (item®) or in the number of@inits specified in the Final Terms (ited)
and are divided into denominations with theecified denominatiofor the specified
denomination} specified in the Final Terms (itei®) (each &Specified [Enomination).

(4) Representation.As determined in the Final Terms (item 36), the Notes aressepted
as follows:

(a) Permanent Global Note.The Notes are represented by a permanent global note
(the Permanent Global Notpwithout coupons. Each Beanent Global Note shall
bear the manual oa€simile signatures of two duly authorised aéfs of the Issuer
or its representative arghall be depending on the Issuer's selection, signed by or
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(6)

(1)

()

®3)

on behalf of thePrincipal Paying Agentwith a control signature. Definitive notes
or coupons will not b issued.

(b) Temporary Global Note. The Notes are initially represented by a temporary
global note (thé&'emporary Global Notgwithout coupons. The Temporary Global
Note shall bexechanged for Notes represented by a Permanent Global Note (both a
Global Nae) without coupons. The Temporary Global Note and the Permanent
Global Note shall each bear the manual or facsimile signatures of two duly
authaised officers of the Issuer or its representative and are to be signed by or on
behalf of thePrincipal PayingAgentwith a control signature. Definitive notes or
coupons will not bessued.

The Temporary Global Note shall be exchanged against the Permanent Global
Note on a date (thExchange Datg, which is no later than 180 days after the
issuance of the Tempora Global Note. The Exchange Date for such an exchange
must not be less than 40 days after the issuance of the Temporary Global Note.
Such an ¥change may only be effected upon presentation of certificates, according
to which the eanomic owner(s) of the dtes represented by the Temporary Global
Note are no U.S. persons (save as for certain financial institutions or certain
persons, who hold Notes via such financial institutions). Interest payments on
Notes represented by a Temporary Global Note will ondy difected after
presentation of such certificates. A separate certificate is required with regard to
each such interest payment. Each certificate, which is received on or after the 40.
day after the iagance day of the Temporary Global Note is treated @sjuest for
exchange of this Temporary Global Note. Securities, which are delivered in
exchange for the Taporary Global Note, will only be delivered outside the United
States of America (including their states and the "District of Columbia™) as well as
their territories (including Puerto Rico, the U.S. Virgin Islands, Samoa, Wake
Island and the Northern Mariangdands).

The Noteholders hold a emwnership share in each Global Note which may be
transferred according to the applicable law and the pragsand rules of the
clearing system (if applicable).

Custody. Each Temporary Global Note (to the extent not exchanged) and/or each
Pernanent Global Note will, depending on the Final Tel(itsm 49)eitherbe deposited

with the Issuefdeposit with Isser) or with or in the name of a Clearing systentil all
obligations of the Issuer under the Notes are @kdaring Systenmeans theclearing
system(s)determined in the Final Termiggm 49 and each successor in this dtion.

§2
(Status)

Status. The Notes may be senior Notes, subordinated Ndies 1 Notesor covered
Notes, as e@ermined in the Final Terms (item 15).

Senior Notes.Notes that are specified in the Final Terms (item 15) to be senior Notes
constitute direct, unconditional, secured and unsubordinated obligations of the Issuer
and rankpari passuamong thenselves.

Subordinated Notes. Notes that are specified in the Final Terms (item 15) as
subordnated (ie "Subordinated Capital Notes", "Short Term Subordinated Capita!'Note
"Supplementary Capital Notes" or "Subordinated Supplementary Capital Notes")
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(4)

©®)

constitute unsecured and subordinated (pursuant to sec 45 para 4 of the Austrian Banking
Act 1993 as amended@énkwesengeset@he Austrian Banking Acf) obligations of the

Issuer rankingpari passuamong themselves anmhri passuwith all other subordinated
obligations of the Issuer other than subordinated obligations which ganiorto the

Notes or are preferred by law. In the event of liquidation or bankruptcy of the, ldseie
obligations under the Notes may be satisfied only after the unsubordinated claims of other
creditors have been satisfied so that in any such event no amounts shall be payable in
respect of such obligations until the claims of all unsubordinatedtaref the Issuer

shall have been satisfied in full. No Noteholder may set off his claims arising under the
Notes against any claims of the Issuer. No contractual security may be provided, and will
not at any time in theuture be provided by the Issuarany other person to secure rights

of the Noteholders under the Notes. No subsequent agreement may limit the
subordiration pursuant to the pvisions set out in this 8 2 or amend the term in respect of
the Notes to any earlier date or shorten any afpéaaotice priod.

Covered Bonds For Notesthat are ©vered Bondsaccording to the Final Terms (item
15), the fdlowing shall apply:

(@) Covered Bondsvill constitutedirect unconditional and unsubadrthted obligations
of the Issuer and rargari pasuamong thenselves.

(b) Covered Bondsare secured by separated cover assets which sgaaled to cover
the Notes pursuant to the Austrian Law on Covered Bank Bo&dsefz tber
fundierte Schuldverschreibungeand whichinter alia comprise, as deternmed
from time to time by applicable law, claims against or guaranteed by an Austrian
public authority, other member states of the European Economic Area or
Switzeland and their provincial governments or municipalities for which the
competent authorities psuant to Art 43 sec 1 lit b No 5 of the EC Directive
2000/12/EC have determined a risk weighting of not more than 20 per cent,
securities issued or gumteed by any one of the previously mentioned authorities,
gilt-edged securities and gddged receivales (pursuant to sec 230b of the
Austrian General Civil Code), claims or securities benefiting from a pledge
registered in a public register, or hedging transactions (derivatives) which are
entered into in order to reduce future interest rate risks, ryrasks or debtor
risks.

(c) Such assets shall at any time cover at least the redemption amount and the interest
of the issued covered Noteswsll as the prospective administrative costs in case
of a bankruptcy of thessuer.

Tier 1 Notes.For Notes that are Tier 1 Notes according to the Final Terms (item 15), the
following shall apply:

(@) The Tier 1 Notes (being those Notes which specify their status as hybrid Tier 1
capital pursuant to sec 2dara 2 No 5 and ®f the Austrian Banking Act)
consttute direct, unsecured and subordinated obligations of the Issuer and rank (i)
seniorto theBank Share Capitglas defined belowdf the Issuer(ii) pari passu
without any preference among themselves and at peaispassuwith all (if any)
other pesentand future securities issued by the Issuer which pamkpassuwith
the Tier 1 Notegpursuant to sec 2dara 2 No 5 and 6f the Austrian Banking
Act) and (iii) suborihated to all (if any) present and future senior and other
unsubordinated and sulsinated debt obligations of the Issuer (save for
subordinated debt obligations which rank or are expressed tpaangassuwith
the Tier 1 Notes).
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(b) In the event of any voluntary or involuntary liquidation, dissolution or winding up
of the Issuer, the i@ 1 Noteholders will be entitled to receivepayment of the
Tier 1 Notes (i) only upon payment in full in accordance with Austrian law of all
creditors of the Issuer, including holders of its subordinated debt ranking, or
expressed to rank, senior ta ibbligations under the Tier 1 Notes but, for the
avoidance of doubt, excluding holders of any liability expressed to parikpassu
with the Issuer's obligations under the Tier 1 Notes, anbdfre any distribution
of assets is made to holders of BeBhare Capital or any other securities of the
Issuer raking junior to the Tier 1 Notes

Bank Share Capitameans the ordinary shares of the Issuer, together with all other
securities issued by the Issuer (includworzugsaktie)) rankingpari passuwith
the ordinary shares of the Issuer.

(6) Republic of Austria Guaranteed Notes Notes that are specified in the Final Terms
(item 15) to be Republic of Austria Guaranteed Notes constitute direct, unconditional and
unsubordinated obligations of the Issuankingpari passuamong themselves, and are
guaranteed by the Republic of Austria (federation, "Bund") in accordance with a
guarantee attached to the Final Terms and issued pursuant to sec 2 of the Interbanking
Market Support Act (Bundesgesetz zur Starkungdes Interbankmarktes
(InterbarkmarktstarkungsgesetzIBSG).

§3
(Interest)

Part A i Fixed rate coupon
For Notes with a fixed rate coupon (item 12 of the Final Terms), the following shall apply:

(1) Rate of interest and fixed coupon amountThe Notes sall bear interest on their
Spedfied Denominations or per unit annually (as far as not determined otherwise in item
19(ii) of the Final Terms) at theate of interestdetermined in the Final Terms (item
19(i)), or, if set out in the Final Terms, at the aalfixed coupon amour(item 19(i))
from and ncluding theinterest commencement ddggee item 19(ii) of the Final Terms)
(the Interest Commencement Dateo and including thénterest termination datésee
item 19(ii) of the Final Terms). Broken intetesnounts will be paid unless provided for
otherwise in the Final Terms (item 19(v)).

(2) Due date.The Interest Amount (adefinedin § 3 part G para 1) is due and payable on
each Interest Banent Date (as defined in 8 3 part G para 5).

Part B i Floating rate coupon

For Notes with a floating rate coupon (item 12 of the Final Terms), the following shall apply:

(1) Interest. Due date.The Notes shall bear interest at the Rate of Interest (as defined in § 3
part B para 2) on their Specified Denominatiomsper unit from and including the
interest commencement daigee item 20(i)) of the Final Terms) (thimterest
Commencement Dajdo and including the calendar day which precedes the first Interest
Payment Date, and subsequently from and including eaeresttPayment Date to and
including the calendar day which precedes the Interest Payment Date following
immediately thereafter, but in any event no longer than to and includinotérest
termination date(the Interest Termination Datg specified in theFinal Terms (item
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)

®3)

(4)

20(i)). The Interest Amount (a%fthed in § 3 part G para 1) is due and payable on each
Interest Payment Date (as defined in 8 3 part G para 5). Broken interest amounts will be
paid unless interest is determined at the end of the Ihféeei®d in which case the Final
Terms (item 2&(viii) shall contain provisions on the yment of broken interest amounts.

Rate of Interest. The rate of interest (thRate of hteres) for each Interest Calculation
Period (as defined in § 3 part G paf) will, unless interest is calculated by reference to

an underlying and save as provided for otherwise in these Conditions or in the Final
Terms (item 20a(i)), be the Interest Calculation Base (as defined in § 3 part G para 6) plus
or minus (accating to the sign) thenargin(item 20a(ii) of the Final Terms).

Ranges. Reference rates. Other detailRange accrual Notes and other Notes shall, to
the extent provided for in the Final Terrmbgar nterest on their Specified Denominations

or per unit fromand including the Interest Commencement Date to and including the
cdendar day which precedes the first Interest Payment Date, and subsequently from and
including each Interest Payment Date to and including the calendar day which precedes
the Interest Payant Date following immediately thereafter, at the Rate of Interest,
depenling on whether theeference rataletermined in the Final Terms (item 20a(iii) as

of the determination date or during abservation periodietermined in the Final Terms

(item 20a(iy lies within or outside theangesdetermined in the Final Terms (item
20a(v)). hterest shall be paid not longer than amduding the Interest Termination Date.

The Final Terms (item 20a) may contain further provisions regarding interest for the
Notes, in paticular a formula or other details for the calculation of the interest, the
number of figures following the decimal point (which, if not provided for otherwise in the
Final Terms (item 20a(vij) shall correspond to the number of figures following th
decimal point shown on the screen page for the underlying reference rate), determination
dates, bonus payments, target coupons, options of the Issuer or the Noteholders to change
interest calculation and/or to choose interest calculation alternatifesenee of the
calculation of the Rate of Interest to an exchange rate and/or other details with regard to
the interest calculation. The provisions contained in § 3 part B para 4 regarding
adjustment, market disruption and termination shall, to the expgticable, also apply to
Notes the interest on which is not linked to an uryiegl

Interest linked to an underlying. The Final Terms (item 20b) may contain gEens
regarding the calculation of interest linked to an underlying. In such a caseteifest
shall be linked tothe development of thainderlying (the Underlying) or basket of
undelyings(the Baske) specified in the lal Terms (item 20b(i)).

(a) Adjustments. The Underlying or Basket may be adjusted as follows:

) Underlying is no index. When during the term of Notes whose Underlying
does not consist of an index (or a Basket of indiceshdjunstmentEvent
(as defined below) occurs with regard to the Underlying or one or more of
the Underlyings contained in a Basket, the Issuer vijllafjust the
applicable Conditionsin a way that the economic position of the
Noteholders @mains as unchanged as possimesuch Adjustment Event
(eg by substiting the Underlying by another equivalent or nearly
equivalent value), or (ii) by analogoagpplication of the adjustment which
the Relevant Options ¥€hange (as defined below) applies to option
contracts traded on the respiee Underlying, orjf no option contracts on
the respective Underlying are traded on the Relevant Options Exchange,
such adjustment as the Relevant Options Exchange would apply
corresponding option contractwere traded on the Relevant pons
Exchange.
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The Issuer shall be authorised in any case to deviate from the adjustments
effected or to be effected by the RelevamtiGnhs Exchange to the extent
deemed appropriate by the Issuer and as far as such adjustment is effected
in a way that the economic position of the Noteholders remains as
unchanged as possible by the respective Adjustment Event (as defined
below). In sucha case it will be in particular taken into account that the
Conditions of these Notes may deeifrom the option contracts.

Adjustment Eventmeans (i) any event in relation to the respective
Underling upon the occurrence of which the Relevant Optionsh&mge
effects an adjustment of the price of the Underlying, the value of the
Underlying, the size of the contract or the number of option contracts traded
on the respaive Underlying, or would effect an adjustment if option
contracts on theespective Uderlying would be traded on the Relevant
Options Exchange, or (ii) any of the following events, depending on the
type of Uhderlying:

If the Underlying (or components of Baskets) are shares, an Adjustment
Event shall additionally be constitutédan actim is taken by the Issuer of

the Underlying or a third party which has implications on the Underlying
due to changes of the legal or economic circumstances, especially of the
assets and the capital of the company issuing the Underlying, in particular a
captal increase by issue of new shares against contributions, capital
increase from company funds, issue of securities with an option or
conversion right to shares, distribution of extraordinary dividends, share
splittings, spiroffs, nationalization, acquidn by another stock
corporation, merger, liquidation, delisting, insolvency or inability to pay
and any other event which is comparable with the stated events with regard
to their impact from an @aomic point of view.

If the Underlying (or componentd Baskets) are funds or units in funds, an
Adjustment Event shall additionally be constituted by changes with regard
to the composition and/or weighting of the individual values of the
Undelying which require an adjustment of the Underlying, if the basis

the method of calculation has changed materially so that the continuity or
comparability with the Underlying calculated on the old basis is not given
anymore and such adjustment can be made considering applicable legal
provisions, market conditions grtice and setéiment.

If the Underlying (or components of Baskets) consists of bonds or notes, a
termination, repurchase, delisting and refinancing of the Underlying and

any other event which from an economic point of view is comparable with

theseeventsconstitute Aljustment Events.

In the case of other Underlyings (or components of Baskets), an Adjustment
Event shall additionally be constituted where a value relevant for the

calailation (eg Rate of Interest, exchange rate, commodity price, etc) is not
published anymore or is no longer available (eg due to market disruptions)
and any other event which from an economic point of view is comparable

to these

Relevant Options Exchangeneans the option exchange with the highest
volume of option contracts trad on the Underlying or the stock exchange
detemined by the Issuer in the Final Terms (item 20b(x)).
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(b)

(ii)

(iif)

(iv)

Underlying is an index For Underlyings consisting of an index (or a
basket of indices) the following applies:

If the Underlying.

(A)is publishedby a subsequent index calculation agent Gubsequent
Index Calculation Agen}t acceptable to thé&ssuerinstead of the original
index calculation agent (tHadex Cdculation Agen), or

(B) is replaced by aubstituteindex (theSubstitute IndeX which uses the
same or nearly the samealculation formula and/or method for the
calcuktion of the Underlying

the Underlying, as calculatdnly the Subsequent Index Calculation Agent

or, as the case may be, the Substitute Index will be used. Each reference in
these Conditions to the Index Calculation Agent or to the Underlying is a
reference to the Subsequent Index Calculation Agent or the Substitute
Index, provided the context allows for it.

If the Index Calculation Agent effects a material change in tlwailedibn
formula or in the calculation method aragher material modification of the
respective index during the term (except such changes which are foreseen
for the valuation and calculation of thespective index because of changes
or adaptations of thcomponents of the index, or other equivalent standard
modifications), the Issuer will effect the calculation in such a way that such
a price will be used instead of the published price of the relevant
Underlying, which results from the use of the oridicalculation formula

and the original calculation method. When the Index Calculation Agent
effects a minor and only mathematical change of the calculation formula on
or before the relevant evaluation date, the Issuer (or the Calculation Agent)
will effect a corresponding adaptation of the calculation formula and/or the
cdculation method in such a way as deemed approimaite

Commercial property rights. The Issuer has been granted the permission
to use the commercial property rights regarding theedwithg, if required.
Details are stated in the Final Terms (item 28), to the extent aplglic

Effectiveness of adjusments. Adjustments shall be effective at such point
in time in which the respective adjustments become effective at the
Relevant Qptions Exchange, or would become effective if corresponding
option contracts would be traded there, or at such point in time as
determined by the Issuer. The Issuer will try to (without being obliged to)
notify the Notholders promptly (whereas a period fofe business days
shall be sufficient in any case) pursuant to &fladjustments have been
effected.

Binding adjustments. Adjustmentsaccording to the preceding paragraphs
will be effected by the Issuer and gasent manifest error) binding ati
persons involved. Fther Adjustment Events and/ohange®f Adjustment
Events and/or changes of adjustment measures may be contained in the
Final Terms (item 20b(xi)).

Early redemption due to circumstances relating to the Underlyinglf (i) the
Underlying or a component of the Basketéfinitively discontinued or no longer
existing, (i) the Issuer looses its right to use the Underlying (eg in case the
Undalying is an index), (iii) the listing of the Underlying or one or more
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(©)

(d)

Underlyings contaied in a Basket, or in the case of Notes whoseetlying
consists of one or more indices, of one or more of the components of the relevant
index, at areference stock exchandgas defined in item 20b(xii) of theirkal
Terms) (a Reference Stock Exchangeis definitively discontinued due to
whatsoever reason, (iv) only small liquidity with regard to the respective
Underling, or in case of Notes, whose Underlying consists of one or more indices,
of one or more of the components of the Basket, at the Reée&tnck Exchange

is given, or (v) an appropriate adjoeent to the changes occurrischot possible or

not feasible the Issuer shall be éti¢d to (without being obliged to) redeem the
Notesupona four Business Daysotice. The redemtion shall be effetive on the

date of notice pursuant to 8 11. In case of a redemption, repayment shall be made
three Business Days after the date of publication of the redemption at the last
market price published for the Notes or at a price determined by the Issuer.

Rate of Interest. Due date.The formula for calculating the Rate of Interest for
Notes linked to Underlyings (thRate of Interesf, observation period, starting
value and the method of determination, as the case may be, ldetezmination

date and/or tiner details regarding the calculation of interest are contained in the
Final Terms (item 20b). The Interest Amount (as defined below) shall be due and
payable on each InterestyP@ent Date (as defined below).

Determination date. Should a determationdate with regard to a stock exchange
listed Underlying (or atunderlyingcontained in a Basket) fall on a day which on
the relevant Rerence Stock Exchange is not a Trading Day, or should the price of
an Underlying (be it listed or not listed) not betedminable, the determination date
shall be postponed according to the Following Business Day Convention (as
defined in 8 5 para 4)exceptif provided otherwise in the Final Terms. For the
purpose of these Conditions,Taading Dayshall be deemed any day which the
relevant Reference Stock Exchange(sjai® open for trading. The closing price
shall be the value determined and published as closing price on the relevant
Refaence Stock Exchange. Broken interest amounts shall be payable unless
interest § determined at the end of the Interest Period in which case the Final
Terms (item 20h(i) shall contain provisions on the payment of broken interest
amounts.

If on any determination date in relation to the Underlying or an Underlying
contained in a Baskea Market Disruption (as defined below) occurs or continues

to exist and no value can thus be determined, the determination date shall be
podponed to the first Business Day on which the market disruption ceases to exist
and the relevant payment date $bal postponed acadingly.

Market Disruption means, to the extent the Final Terms (item 20b(xi)) contain no
other or additional market disruption events, (i) Huspension or limitation of
trading of the Underlying or one or more Underlyings containex Basket, or in

the case of Notes whose Underlying consists of one or more indices, one or more
of the components contained in the relevant index, at the Reference Stock
Exchange (see item 20b(xii) of the Final Terms), to the extent such a suspension or
disruption materially affects the calculation of such Underlying, or (ii) suspension
or limitation of trading of future or option contracts referring to the respective
Underlying (or in the case of Notes whose Underlying consists of one or more
indices, ofone or more relevant components contained in such index) on the
Relevant @tions Exchange, or (iii)f the Reference Stock Exchange (see item
20Db(xii) of the Final Terms) does not open for business or closes early (prior to the
normal close of trading),\j if the price or another relevant value (including rates

87



of interest) for the calculation of the Underlying is not published or not available,
or (v) another material disruption of the calculation or publication of the value of
the Underlying or one or mre Underlyings catained in a Basket.

If the Underlyings (or components of Baskets) are commodities, markeptaisru
shall additionally be constituted by (i) material changes in the calculation formula
or method regarding the relevant commodity, (ii¢ timtroduction, change or
aboition of any tax concerning the relevant commodity, or (iii) other material
modifications regarding the relevantromodity.

If the Underlyings (or components of a Basket) are funds or units in arharkkt
disruption shall dditionally be constituted ifi) no net asset value is publishiead

the units in the fund, (iijhe units in a fund can not bedeemed or returned for any
reason whatsoever, (iii) the fund is closed, merged or becomes insolvent, or (iv)
other circumstaces occur which do notlaw a calculation of the net asset value of
the fund units.

If market disruptions occur during the term of the Notes, the Issuer has the right to
determine the price of the Underlying affected by the market disruption in such a
way that it corresponds to the market conditions prevailing on that day in the
assessment of the Calculation Agent.

A limitation of hours or number of days on which trading takes place does not
constitute a market disruptioto the extentthe limitation resus from a prior
announced change of regular business hours of the respective stock exchange. A
limitation of trading because of price movements exceeding certain predetermined
thresholds and occurring during a trading day only constitutes a market disrupti

if suchlimitation continues to exist until the end of trading hours on the respective
day.

If a market disruption continues to exist on the eighth trading day on the relevant
Reference Stock Exchange or if the value of the relevant Underlying care not b
determined due to other reasons, the Issuer shall be entitled to determine a relevant
value for the Underlying affected by the market disruption, which corresponds to
the then prevailing market conditions on such Trading Day. Additional market
disruption events and/ochanges ofmarket disruption eventway be contained in

the Final Terms (item 20b(xi)).

(e) Other provisions. Further details regarding the calculation of interest linked to an
Underlying or Basket may be contained in the Final Terms, ed|yeailes on the
composition of the Underlying(s) (or the Basket), the observation period, the
stating value, the barrier and the determination ddfesot stated otherwise, the
number of figures following the decimal point to which the Rate of Intared the
Underlying will be rounded corresponds to the number of figures following the
decimal point used by the Reference Stock Exchange or shown on the screen page
for the Underlying, except provided otherwise in the Final Terms (item 20b(ix)).

Part C - Stepped coupon

For Notes with a stepped coupon (item 12 of the Final Terms), the following shall apply:

(1) Rate of Interest and fixed coupon amount The Notes shall bear interest on their
Spedfied Denominations or per unit at thetes of interestletamined in the Final Terms
(item 21) from and including thenterest commencement dat@em 21 of the Final
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Terms) (each amterest Commencement Dgtéo and including thénterest termination
dates(item 21 of the Final Terms).

(2) Due date.Each hterest Amount (as defined 8§ 3 part G para 1) shall be due and
payable on each Interest Payment Dated@fnedin § 3 part G para 5).

Part D1 Zero coupon Notes

For zero coupon Notes (item 12 of the Final Terms), the following shall apply:

No interest is paid during the term of the Notes. Interest will be paid on redemption. If
detamined in the Final Terms (item 22), the Redemption Amount will be calculated pursuant a
formula (which may be based on an internal rate of return stated in the Fina)Term

Part E T No interest payments

For Notes with no interest accrual (item 12 of the Final Temusinterest is paid.

Part F I Notes with other interest payments

Notes with other interest payments than those set out in § 3 Part A to Part E beat inter
pursuant to the Final Terms (item 23).

Part G i General rules regarding interest and definitions

(1) Interest Amount. The Calculation Agent (as defined in § 9) will (except in the case of
Notes with a fixed coupon) calculate on or as soon as pesHilr such date on which
the Rate of Interest is to be determined, the interest amount payable under the Notes (the
Interest Amoun} for the respective Interest Period (as defined below). The Interest
Amount is calculatedy applying the Rate of Intereand the Day Count Fraction (as
defined below) to each denomination and rounding the resulting figure if the Specified
Currency is Euro to the nearest 0.01 Euro, 0.005 Euro being rounded upwards and, if the
Specified Currency is not Euro to the nearestimimm unit of the Specified Currency,
with 0.5 of such unit being roundegwards.

(2) Publication of Rate of Interest and Inerest Amount. Except in the case of Notes with
a fixed coupon, he Calculation Agent will cause the Rate of Interest, each Interest
Amount for each Interest Period, each Interest Period and the relevant Interest Payment
Date to be notified to the Issuer and to the Noteholders by notice irdance with § 11
as soon as possible after their determination, and, if required by theoflidaey stock
exchange on which the Notes are from time to time listed, to such stock exchange, as
soon as possible after their determination. Each Interest Amount and Interest Payment
Date so notified may sulesjuently be amended (or appropriate altermatiwangements
made by way of adjustment) without notice in the event of an extension or shortening of
the Inteest Period. Any such amendment will be promptly notified to any stock exchange
on which the Notes are then listed and to theshitlers.
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®3)

(4)

®)

(6)

Maximum and/or Minimum Rate of Interest. The Rate of Intereshay belimited by a
maximum rate of interesind/orminimum rate of interesis may be determined in the
Final Terms (item 24).

Target coupon.If set out in the Final'erms(item 20c(i)), theNotes may carry garget
coupon(the Target Coupon. Depending on the Final Terms (items 20c(ii) and (iii)), the
target coupon shall be paid with or without mpayment:

(a) "with topping up" means: all interest payments made since the Interest
Commencemat Date are added up until the Target Coupon is reached. If, by the
last interest payment, the Target Coupon is not reached, the last interest payment
shall be the Target Couporimas the sum of all interest payments made so far.

(b) "without topping up" means: if, until the Maturity Date, the Target Coupon is not
reached, the last Interest Payment shall not be topped up.

(c) "with overpayment” means: the rate of interest causing Early Redemptisuapt
to § 4 para 1 shall be paid in full.

(d) "without ovwerpayment" means: the last interest payment amounts to the Target
Coupon specified in the Final Terms (item 20c(i)) minus the sum of all interest
payments made so far.

Interest Payment Datés the day on which interest is paid and which is definedhén t
Final Terms (item 26). In the case an Interest Payment Date falls on a day which is no
Business Day (as defined in 8§ 5 para 4), the InteragimPntDate will be adjusted
according to the Following Business Day Convention (as defined in § 5 para 43 time

Final Terms (item 7) pvide for the application of another adjustment rule.

Interest Calculation Base.In these Conditionmterest Cdculation Baseshall mean:

(&) If ISDA Determination applieftem 20a(viii)(A)): The respective ISDA Interes
Rate (as defined in the following):

ISDA Interest Ratameans an interest rate equal to the floating rate which would be
determined by the Calculation Agent under an interest swap transaction, in which
the Calculation Agent fulfils its obligationsydersuch swap transaction pursuant a
contractual agreement whichcludes the 2000 ISDA Definitions and 1998 ISDA
Euro Definitions published by thaterrational Swap and Derivatives Association,
Inc., as on the issuance date of the first tranche of Notespptemented and
actualised (thdSDA Definitions), respetively.

Whereas

() the floating rate option(in the ISDA Definitions called "Floating Rate
Option") is determined in the Final Terms (item 20a(viii)(A));

(ii) the designated maturity(in the ISDA Ddinitions called "Designated
Maturity") is determined in the Final Terms (item 20a(viii)(A)); and

(i)  therelevantreset dateitem 20a(viii)(A)) (in the ISDA Definitions called
"Reset Date") is either (A) the first day of that Interest Period where the
floating rate option is based on LIBOR or EURIBOR for a specified
currency, or (B) in any other case as determined in the respective Final
Terms.

In this subsectionfloating rate, Calculation Agent floating rate option,
despnated maturityandreset dateshall have the meanings given to those terms in
the ISDA Defintions.
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(b)

In the case of screen rate determination (item 20a(viii)(B):

Theoffered quotation or the arithmetic mean of such offered quotations (expressed
as a percentage rate per annum) fepasits in thespecified Currencyitem 8, or

of another currency specified in the Final Terms) which appear on the Screen Page
(as defined below) around 11.00 hours (London time in case of LIBOR, Brussels
time in the case of EURIBOR, or the time at whiicls customary to determine bid

and offered rates in respect of deposits in the Specified Currency) or the time
determined in the Final Terms (item 20a(viii)(B)) (t&pecified Tim¢ provided

for on theinterest determination datétem 20a(viii)(B)), asdetermined by the
Calaulation Agent. If five or more such offered quotations are available on the
Screen Page, the highest (or, if there is more than one such highest rate, only one of
such rates) and the lowest (or, if there is more than one such |lawesbmly one

of such rates) shall be disregarded by the Calculation Agent for the purposes of
determining the arithmetic mean (rounded as provided above) of such offered
quottions.

The screen pagewill be determined in the Final Terms (item 20a(viii)Bnd
includes any successor page of such screen fhg&creen Page If no such
offered quotation appears on the Screen Page, the Calculation Agent shall request
at or around the same time on the Interest Determination Date the offices of four
banks, vlhose offered quotations were used to determine the offered quotation
which appeared last on the Screen Page or of s#ference bankgsee item
20a(viii)(B) of the Final Terms) (thReference BanKsto provide the Calculation
Agent with offered quotatian (expressed as a percentage rate per annum) for
deposits of prime banks in the Specified Currency for the relevant Interest Period
(as defined below). If two or more of the Reference Banks provide the Calculation
Agent with such offered quotations, thedrest Calculation Base for such Interest
Period shall be the arithmetic mean (rounded if necessary to the nearest one, if the
reference rate(item 20a(iii) of the Final Terms) is EURIBOR, thousandth of a
percentage point, with 0,0005, or in all other casee hundredhousandth of a
percentage point, with 0.000005 being rounded upwards) of such offered
quotations, all as determined by the Qkton Agent.

If on any Interest Determination Date only one or none of the Reference Banks
provides the Calculatn Agent with such offered quotations, the Interest
Calcuktion Base for the relevant Interest Period shall be the rate per annum which
the Calculation Agent determines as being the arithmetic mean (rounded if
necessary in the way described above) ofdbes, as commicated to (and at the
request of) the Calculation Agent by any two of the Reference Banks, at which
such banks were offered, as at the Relevant Time on the relevant Interest
Determination Date, deposits in the Specified Currency for tlevaset Interest
Period by leading banks in the relevant market; if fewer than two of the Reference
Banks provide the Caltation Agent with such offered rates, the offered rate for
deposits in the Specified Currency for the relevant Interest Period, anttiaetic

mean (rounded asqided above) of the offered rates for deposits in the Specified
Currency for the relevant Interest Period, at which, on the relevant Interest
Determination Date, the banks (which bank or banks is or are in the opinion of the
Calculation Agent and the Issuer suitable for such purpose) inform the Calculation
Agent it is or they are quoting to leading banks in the relevant market (or, as the
case may be, the qatibns of such banks to the Calculation Agent). If the Interest
Calalation Base aanot be determined in accordance with the foregoing provisions
of this paragraph, the Interest Cabtidn Base shall be the offered quotation or the
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()

(8)

9)

(10)

arithmetic mean of the offered quotations on the Screen Page, as described above,
on the Ist day preceding the Interest Determination Date on which sucitiguet
were offered.

Interest Calculation Periods the period which is used for the calculation of interest and
which corresponds to the Interéatriodor, if different, to the periodletermined in the
Final Terms (item 27).

Interest Determination Datemeans the date determined in the Final Terms (item
20a(viii)(B).

Interest Periodmeans each period from and including the Interest Commencement Date
to and including the calendaiate preceding the first Interest Payment Date, and each
successive period from and including the Interest Payment Date to and including the
cdendar day which precedes the immediately following Interest Payment Date. The
Interest Period may be determinattherwisein the Final Terms and/or may be subject to
adjugments.

Day Count Fractionmeans, with espect to the calculation of interest on a Note for a
period of time (theCalculation Period):

(@) Inthe case oActual/Actual(ICMA) (see Final Termigem 25):

® If the Calculation Period is equal to or shorter than the Interest Period
during which it falls,the number of days in the Calculation Period divided
by the product of (A) the number of days in such Interest Period and (B) the
number of Inteest Peiods in one year.

(i) If the Calculation Period is longer than one Interest Period, the sum of: (A)
the number of days in such Calculation Period falling in the Interest Period
in which it begins divided by the product of (x) thember of daysn such
Interest Period and (y) the number of Interest Periods in a year, and (B) the
number of days in such Calculation Periolirig in the next Interest Period
divided by the product of (x) the number of days in such Interest Period and
(y) the number binterest Periods in a year.

(b) Inthecase 0f30/360(see item 25 of the Final Terms):

The number of days in the respective Calculation Period divided by 360 (whereby
the number of days are to be calculated on the basis of a year of 360 days with 12
30-day months (unless (A) the last day of the Calculation Period is the 31st day of
a month but the first day of the Calculation Period is a day other than the 30th or
31st day of a month, in which case the month that includes that last day shall not be
considered to be shortened to a@y month, or (B) the last day of thelQadation

Period is the last day of the month of February in which case the month of
Febuary shall not be considered to be lengthened to@a$0nonth)).

(¢) Inthe case 0BOE/3600or Eurobond Bsis(see item 25 of the Final Terms):

The number of days in the Calculation Period divided by 360 (unless in the case of
the last Calculation Period the due date falls on the last day of the month of
Febuary in which case the month of Februasfall not be considered to be
lengthened to a 3@ay month).

(d) Inthe case oActual/3650r Actual/Actual(ISDA)(see item 25 of the Final Terms):
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