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deciding to make an investment on the suitability of any Notes. 
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This Prospectus contains all relevant information with regard to the Issuer and its 

subsidiaries and affiliates taken as a whole (the "Group") and the Notes which, according 

to the particular nature of the Issuer and the Notes, is necessary to enable investors to 

make an informed assessment of the assets and liabilities, financial position, profit and 

losses and prospects of the Issuer and the rights attached to the Notes. 

This Prospectus may be used solely for the purpose of considering an investment in the Notes 

described in the Prospectus; any other usage of this Prospectus is unauthorised. 

The Issuer accepts responsibility for the information in this Prospectus and confirms that it has 

taken all reasonable care to ensure that the information 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 import. 

No person is or has been authorised to give any information or to make any representation 

other than those contained in this Prospectus in 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 the Dealers or the Arrangers (as defined in "Summary 

of the Programme"). Neither the delivery of this Prospectus nor any sale made in connection 

herewith shall, under any circumstances, create any implication that there has been no change 

in the affairs of the Issuer or the Group since the date hereof or the date upon which this 

Prospectus has been most recently 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 this Prospectus has been most recently amended or supplemented or that any other 

information supplied in connection with the Programme is correct as of any time subsequent to 

the date on which it is supplied or, if different, the date indicated in the document containing 

the same. Every significant new factor, material mistake or inaccuracy relating to the 

information included in this Prospectus which is capable of affecting the assessment of the 

Notes issued under the Programme and which arises or is noted between the time when this 

Prospectus is approved by the FMA and 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 will be mentioned and 

published in a supplement to this Prospectus in accordance with Article 16 of the Prospectus 

Directive and § 6 of the Capital Market Act. 

The distribution of this Prospectus and the offering or sale of the Notes in certain jurisdictions 

may be restricted by law. Persons into whose possession this Prospectus comes are required by 

the Issuer, 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 this Prospectus, see "Subscription 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 that are subject 

to U.S. tax law requirements. Subject to certain exceptions, Notes may not be offered, sold or 

delivered within the United States or, for the account and benefit of U.S. persons (See 

"Subscription and Sale").  

This Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer or 

the Dealers or the Arrangers to subscribe for, or purchase, any Notes. 

The Arrangers and the Dealers have not separately verified the information contained in this 

Prospectus. None of the Dealers or the Arrangers makes any representation, express or 

implied, or accepts any responsibility, with respect to the accuracy or completeness of any of 

the information in this Prospectus. Neither this Prospectus nor any other financial statements 

are intended to provide the basis of any credit or other evaluation and should not be considered 

as a recommendation by the Issuer, the Arrangers or the Dealers that any recipient of this 
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Prospectus or any other financial statements should purchase the Notes. Each potential 

purchaser of Notes should determine for itself the relevance of the information contained in this 

Prospectus and its purchase of Notes should be based upon any such investigation as it deems 

necessary. 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 

Prospectus nor to advise any investor or potential investor in the Notes of any information 

coming to the attention of any of the Dealers or the Arrangers. 

In connection with any Tranche (as defined in "Summary of the Programme"), one of the 

Dealers may act as a stabilising agent (the "Stabilising Agent"). The identity of the Stabilising 

Agent will be disclosed in the relevant Final Terms. References in the next paragraph 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 

Stabilising Agent(s) (or persons acting on behalf of any Stabilising Agent(s)) in the applicable 

Final Terms may over-allot 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 assurance that the Stabilising 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 Tranche is made and, 

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 with all applicable laws, regulations and 

rules. 

In this Prospectus, unless otherwise specified or the context otherwise requires, references to 

"EUR", "Euro" and "ú" are to the currency introduced at the third stage of European economic 

and monetary union pursuant to the Treaty establishing the European Community 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 is to be read in conjunction with all documents which are deemed to be 

incorporated herein by reference (see "Documents Incorporated by Reference" below). Any 

statement contained in any document incorporated by reference herein shall be deemed to be 

modified or superseded for the purpose of the Prospectus to the extent that such statement is 

inconsistent with a statement contained in the Prospectus. 



 

4 

LIST OF DOCUMENTS INCORPORATED BY REFERENCE  

The Prospectus should be read and construed in conjunction with the following documents 

which have been previously published or are published simultaneously with the Prospectus 

and which have been approved by the FMA or have been or will be filed with it and shall be 

deemed to be incorporated in, and form part of it: 

(i) each set of Final Terms relating to any Notes issued by VBAG which are 

offered under the Programme at the time of this Prospectus which have been 

filed with the FMA; 

(ii)  the audited consolidated financial statements of VBAG for the financial 

years ended 31 December 2007 and 31 December 2008 together in each case 

with the audit report thereon and the unaudited consolidated interim 

financial statements for the first quarter year ended 31 March 2009;  

(iii)  the chapters entitled "2.2 Wesentliche Merkmale der Wertpapiere" from 

page 6 to page 8 and "3.2 Risikofaktoren der Wertpapiere" from page 10 to 

page 12 in section "Teil 1: Zusammenfassung des Prospektes" and the whole 

section "Teil 2: Angaben zu den Wertpapieren" of the prospectus dated 28 

October 2005;  

(iv) the section entitled "5. Terms and Conditions of the Notes" of the prospectus 

relating to VBAG contained in the comprehensive programme document 

dated 14 June 2006; and 

(iv) the sections entitled "5. Terms and Conditions of the Notes" contained in the 

prospectus dated 11 June 2007 (as supplemented) and the prospectus dated 9 

June 2008 (as supplemented). 

Any statement contained in any document incorporated by reference herein shall be deemed 

to be modified or superseded for the purpose of the Prospectus to the extent that such 

statement is inconsistent with a statement contained in the Prospectus. 

The Prospectus and the Final Terms are published in Austria by making available printed 

copies of the Prospectus, the Final Terms and the documents incorporated by reference in 

the Prospectus free of charge at the specified office of the Issuer during regular business 

hours. 

 

SUPPLEMENT TO THE PROSPECTUS 

The Issuer has given an undertaking to the Dealers, and is obliged by the provisions of 

Article 16 of the Prospectus Directive and § 6 of the Capital Markets Act, to mention and 

publish at any time during the duration of the Programme every significant new factor, 

material mistake or inaccuracy relating to the information included in the Prospectus which 

is capable of affecting the assessment of the Notes issued under the Programme and which 

arises or is noted between the time when the Prospectus is approved by the FMA and 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 supplement to the Prospectus. 
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SOURCES OF INFORMATION  

Statistical and other data provided in this Prospectus has been extracted from the annual 

reports of the Issuer and the audit report thereon, a book titled "Schwabe, Ley & Greiner 

GmbH - Marktstudien für Banken und Systemanbieter Die Bankverbindungen des 

Mittelstands in Österreich 2005", the Oesterreichische Nationalbank AG (the "Austrian 

National Bank") and the "CEE Quarterly II", April 2008 by Investkredit Bank AG. The 

description of the Guarantor contained in chapter "9. REPUBLIC OF AUSTRIA 

GUARANTEED NOTES" is based on the (unreviewed) information received by the Issuer 

from the Austrian Federal Finance Agency (Österreichische Bundesfinanzierungsagentur) 

The Issuer has updated the figures by publicly available information. The Issuer confirms 

that such information has been accurately reproduced and that, so far as it is aware, and is 

able to ascertain from information published by such sources, no facts have been omitted 

which would render the reproduced information inaccurate or misleading. 
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GENERAL INFORMATION RELATING TO THE PROGRAMME  

 

Description: 

 

Debt issuance programme (the "Programme") for the issue of 

senior and subordinated notes, Tier 1 notes and Covered 

Bonds and Notes guaranteed by the Republic of Austria 

("Republic of Austria Guaranteed Notes") as bearer notes 

(Inhaberschuldverschreibungen) and senior and subordinated 

derivative bearer notes (including warrants and certificates), 

with or without a nominal amount (together the "Notes"). 

Programme Amount: 

 

Up to EUR 10,000,000,000 aggregate nominal amount of 

Notes, outstanding at any one time (or the respective 

equivalent in other currencies at the date of issue). The Issuer 

may increase the amount by a supplement to the Prospectus 

(see page 4) and in accordance with the terms of the Dealer 

Agreement dated on or around 9 June 2009 between VBAG, 

the Dealers and the Arrangers. 

Issuer: Österreichische Volksbanken-Aktiengesellschaft ("VBAG"). 

Guarantor: Republic of Austria (for Republic of Austria Guaranteed 

Notes only). 

Arrangers : 

 

 

BNP Paribas, London Branch ("BNP Paribas") 

DZ BANK AG Deutsche Zentral-Genossenschaftsbank, 

Frankfurt am Main ("DZ BANK") 

Dealers: VBAG 

BNP Paribas 

DZ BANK 

The Issuer may from time to time terminate the appointment 

of any Dealer under the Programme or appoint additional 

dealers either in respect of one or more Tranches or in respect 

of the whole Programme. References in this Prospectus to 

"Dealers" are to all persons appointed as a Dealer in respect 

of one or more Tranches or in respect of the whole 

Programme. 

Fiscal Agent and 

International Paying 

Agent: 

BNP Paribas Securities Services, Luxembourg Branch 

Austrian Paying Agent: VBAG 

The Issuer may, from time to time, remove the International 

Paying Agent and/or the Austrian Paying Agent, and/or may 

appoint other or additional paying agents, as set out in the 

Final Terms, provided that it will at all times (i) maintain a 

Principal Paying Agent and a Calculation Agent, and (ii) a 

Paying Agent in an EU member state, if any, that will not be 

obliged to withhold or deduct tax pursuant to European Council 

Directive 2003/48//EC or any other European Union Directive 
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implementing the conclusions of the ECOFIN Council meeting 

of 26-27 November 2000 on the taxation of savings income or 

any law implementing or complying with, or introduced to 

conform to, such Directive, and (iii) so long as the Notes are 

listed on a stock exchange, a Paying Agent with a specified 

office in such city as may be required by the rules of the 

relevant stock exchange. Such other paying agents will be 

appointed in accordance with applicable statutory 

requirements and/or the rules of the stock exchanges where 

Notes of the respective Series are listed, and will either be 

banks or other entities licensed in the respective jurisdiction 

to act as paying agents.   

Method of Issue: The Notes will be issued in series (each a "Series"). Each 

Series may comprise one or more tranches (each a "Tranche") 

to be consolidated, to form a single Series and to be 

interchangeable with all other Notes of the same Series issued 

on the same or different issue dates. The specific terms of 

each Tranche (which will be supplemented, where necessary, 

with supplemental terms and conditions and, save in respect 

of the issue date, issue price, interest commencement date and 

nominal amount of the Tranche, will be identical to the terms 

of other Tranches of the same Series) will be set out in the 

Final Terms (the "Final Terms"). 

Notes may be issued as permanent issues (Daueremissionen), 

i.e. continuously without a fixed subscription period, if and at 

the price specified in the Final Terms. 

The Notes may be NGNs (which may be intended to be 

eligible collateral for Eurosystem monetary policy, if so 

specified in the relevant Final Terms) or CGNs, as specified 

in the relevant Final Terms.  

Consolidation of Notes: Notes of one Series may be consolidated with Notes of 

another Series, as set out in the relevant Final Terms, so that 

they form one single Series of Notes. 

Issue Price: Notes may be issued at their nominal amount or at a discount 

or premium to their nominal amount. Notes may be issued on 

a fully paid or partly paid basis, the issue price of which will 

be payable in two or more instalments. 

Distribution, Issue 

Procedures: 

The Notes will be issued on a syndicated or non-syndicated 

basis and may be distributed by way of public offers or 

private placements. 

Listing: Application has been made for the Programme to be admitted 

to the Markets. 

Notes may also be listed on any other regulated or 

unregulated markets or stock exchanges or may be unlisted as 

specified in the relevant Final Terms. 

Use of Proceeds: The net proceeds from the issue of Notes will be used for 

general financing purposes of the Issuer. The proceeds from 
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each issue of Subordinated Notes and Tier 1 Notes will be 

used to strengthen the Issuer's capital base to support the 

continuing growth of its business. 
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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 read this entire 

Prospectus carefully and base any decision to invest in Notes issued under the Programme 

on an examination of this Prospectus as a whole, including the consolidated financial 

statements of the Issuer, the matters set out under "Risk Factors" and, in relation to the 

Terms and Conditions of any particular Tranche of Notes, the applicable Final Terms. Civil 

liabi lity will attach to the Issuer in respect of this Prospectus summary, including any 

translation thereof, but only if the summary is misleading, incorrect or contradictory when 

read in conjunction 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 legislation of countries in 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 and Conditions of the Notes below 

shall have the same meaning in this summary unless specified otherwise. 

1.1 The Programme 

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

Notes").  

Each Series or, if applicable, Tranche of Notes will be 

initially represented on issue by a Temporary Global Note, 

which will be exchangeable for a Permanent Global Note 

upon certification as to non-U.S. beneficial ownership as 

required by U.S. Treasury regulations and in compliance with 

the D Rules (as defined below under Selling Restrictions) if 

such Notes have an initial maturity of more than one year and 

are being issued in compliance with the D Rules. Otherwise 

such Tranche will be represented by a Permanent Global Note 

without interest coupons. Definitive Notes and interest 

coupons will not be issued. 

Clearing Systems: Clearstream, Luxembourg, Clearstream Frankfurt, Euroclear, 

or OeKB, Vienna, and, in relation to any Series, such other 

clearing system as may be agreed between the Issuer, the 

relevant fiscal agent (the "Fiscal Agent") or paying agent (the 

"Paying Agent") and the relevant Dealer. 

Currencies: Subject to compliance with all applicable legal or regulatory 

restrictions, relevant laws, regulations and directives, Notes 

may be issued in any currency agreed between the Issuer and 

the relevant Dealers. 

Maturities: Such maturities as may be agreed between the Issuer, the 

relevant Paying Agent and the relevant Dealer, provided that 

the Notes are subject to such minimum or maximum 

maturities as may be allowed or required from time to time by 

any laws, regulations and directives applicable to the Issuer. 

Tier 1 Notes are perpetual. Supplementary Capital Notes and 

Subordinated Supplementary Capital Notes will have a 

minimum maturity of eight years, Subordinated Capital Notes 

will have a minimum maturity of five years, and Short-term 
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Subordinated Capital Notes will have a minimum maturity of 

two years (all these terms as defined in the Terms and 

Conditions of the Notes). 

Denomination: Notes will be in such denominations as may be specified in 

the relevant Final Terms. 

Fixed Rate Notes: Fixed rate interest will be payable in arrear on such basis and 

on such date or dates as specified in the relevant Final Terms. 

Floating Rate Notes: Floating rate notes ("Floating Rate Notes") will bear interest 

determined separately for each Series as may be agreed 

between the Issuer and the relevant Dealer(s) as adjusted for 

any applicable margin, as specified in the relevant Final 

Terms. 

Zero Coupon Notes:  Zero coupon notes ("Zero Coupon Notes") may be issued at 

their nominal amount or at a discount to it and will not bear 

interest. 

Variable Coupon Amount 

Notes: 

The Final Terms issued in respect of each issue of variable 

coupon amount notes ("Variable Coupon Amount Notes") will 

specify the basis for calculating the amounts of interest 

payable, which may be by reference to a share, debt 

instrument, fund, index, commodity, future contract, currency 

or formula or basket thereof or as otherwise provided in the 

relevant Final Terms. 

Interest Periods and 

Interest Rates: 

The length of the interest periods for the Notes and the 

applicable interest rate or its method of calculation may differ 

from time to time or be constant for any Series. Notes may 

have a maximum interest rate, a minimum interest rate, or 

both. The use of interest calculation periods permits the Notes 

to bear interest at different rates in the same interest period. 

All such information will be set out in the relevant Final 

Terms. 

Warrants and Certificates: The Issuer may from time to time issue warrants and 

certificates of any kind on any underlying, including but not 

limited to indices, equity, debt, currencies, commodities, 

future contracts, interest rates (or baskets thereof, whether 

listed or unlisted) and any other warrants or certificates 

("Warrants" or "Certificates").  

The Warrants may either be European style Warrants or 

American style Warrants or of another exercise style and may 

be cash or physically settled. The Certificates may in certain 

instances be either short-Certificates or long-Certificates and 

are cash-settled. 

Variable Redemption 

Amount Notes: 

 

The Final Terms issued in respect of each issue of variable 

redemption amount Notes ("Variable Redemption Amount 

Notes") will specify the basis for calculating the redemption 

amounts payable, which may be by reference to a stock, debt 

instrument, fund, index, commodity, currency, interest rate or 

formula or basket thereof or as otherwise provided in the 
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relevant Final Terms. 

Redemption: Notes, other than Tier 1 Notes may be redeemable at par or at 

such other redemption amount (detailed in a formula or 

otherwise) or may be redeemable without repayment of 

principal ("Forfeiture Notes") as will be specified in the 

relevant Final Terms.  

Redemption by 

Instalments: 

The relevant Final Terms may provide that Notes may be 

redeemable in two or more instalments of such amounts and 

on such dates as specified in the relevant Final Terms. 

Early Redemption: Except as provided in "Early redemption at the option of the 

Issuer or the Noteholders" below, Notes, other than Tier 1 

Notes, will be redeemable at the option of the Issuer prior to 

maturity only for tax reasons or in case of circumstances 

relating to the underlying, or in case of a change of law, a 

hedging-disruption or increased hedging-costs, if specified in 

the Final Terms.  

The Tier 1 Notes may be redeemed by the Issuer for tax 

reasons or if the ability of the Issuer under Austrian banking 

law to attribute Tier 1 Notes to own funds for Austrian capital 

adequacy purposes on a consolidated basis is changed to the 

detriment of the Issuer. 

Early Redemption at the 

option of the Issuer or the 

Noteholders: 

The Final Terms issued in respect of each issue of Notes will 

state whether such Notes may be redeemed prior to their 

stated maturity at the option of the Issuer (either in whole or 

in part) and/or (other than in case of Tier 1 Notes) the 

Noteholders, and/or whether such Notes are subject to any 

other option of the Issuer/Noteholders, and if so the terms 

applicable to such redemption and/or other option. 

Subordinated Capital Notes will not be subject to redemption 

at the option of a Noteholder in the first five years of their 

term, Short-term Subordinated Capital Notes will not be 

subject to redemption at the option of a Noteholder in the first 

two years of their term and Supplementary Capital Notes and 

Subordinated Supplementary Capital Notes will not be subject 

to redemption at the option of a Noteholder in the first eight 

years of their term. 

In case of Tier 1 Notes, the relevant Final Terms will indicate 

that the Tier 1 Notes (i) will not have a maturity date and will 

not be redeemable at any time at the option of the 

Noteholders; (ii) will be redeemable at the option of the Issuer 

upon giving its notice within the notice period indicated in the 

relevant Final Terms to the holders of the Notes on or after a 

date or dates specified and at a price or prices and on such 

terms as indicated in the applicable Final Terms.  

Other Notes: Terms applicable to high interest Notes, low interest Notes, 

interest rate linked Notes, step-up Notes, step-down Notes, 

dual currency Notes, reverse dual currency Notes, optional 

dual currency Notes, partly paid Notes, yoyo-Notes, reverse 
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floating rate Notes, inflation linked Notes, CMS Notes, range 

accrual Notes, ratchet Notes, snowball Notes, steepener 

Notes, switchable Notes, market timing Notes, chooser Notes, 

coupon booster Notes, dual redemption Notes, reverse 

convertible Notes, bonus Notes linked to an index, share, 

commodity, fund, future contract, currency or basket thereof, 

discount Notes, cash-or-share Notes, government guaranteed 

Notes, forfeiture Notes and any other type of Note that the 

Issuer, and any Dealer or Dealers may agree to issue under 

the Programme will be set out in the relevant Final Terms. 

Withholding tax: All payments of principal and interest in respect of the Notes 

(other than Certificates and Warrants) will be made free and 

clear of withholding taxes of the Republic of Austria subject 

to customary exceptions (including the ICMA Standard EU 

Exception), unless otherwise agreed between the Issuer and 

the relevant Dealer(s) all as described in "Terms and 

Conditions of the Notes - Taxation". 

Status of Notes: The Notes may be issued as senior Notes ("Senior Notes"), 

subordinated Notes ("Subordinated Notes"), Tier 1 Notes, 

Covered Bonds or Notes guaranteed by the Republic of 

Austria ("Republic of Austria Guaranteed Notes"), as 

described in "Terms and Conditions of the Notes - Status". 

Senior Notes: Senior Notes will, subject as specified in the relevant Final 

Terms, constitute direct, unconditional, unsecured and 

unsubordinated obligations of the Issuer, save for any 

obligations required to be preferred by law, as described in 

"Terms and Conditions of the Notes - Status". 

Subordinated Notes: Supplementary Capital Notes, Subordinated Supplementary 

Capital Notes, Subordinated Capital Notes and Short-term 

Subordinated Capital Notes (as described in "Terms and 

Conditions of the Notes") will constitute unsecured and 

subordinated obligations of the Issuer ranking pari passu 

among themselves and pari passu with all other subordinated 

obligations of the Issuer other than subordinated obligations 

which rank senior to the Notes or are preferred by law. In the 

event of the liquidation or institution of bankruptcy 

proceedings over the assets of the Issuer, such obligations 

may be satisfied only after the non-subordinated claims of 

creditors of the Issuer have been satisfied. The FMA has not 

confirmed that the Subordinated Notes, once issued, would 

constitute regulatory own funds of the Issuer according to the 

Austrian Banking Act. 

Tier 1 Notes: Tier 1 Notes are profit-related, perpetual and subordinated 

securities which may be issued in accordance with the 

requirements from time to time for hybrid Tier 1 capital 

(hybrides Kapital) as set out in sec 24 of the Austrian 

Banking Act 1993 as amended (Bankwesengesetz) ("Austrian 

Banking Act") , as described in "Terms and Conditions of the 

Notes ï Status ï Tier 1 Notes". The FMA has not confirmed 
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that the Tier 1 Notes, once issued, would constitute regulatory 

own funds of the Issuer according to the Austrian Banking 

Act. 

Covered Bonds: Covered Bonds secured by separate asset pools will constitute 

direct, unconditional and unsubordinated obligations of the 

Issuer secured by special pools of cover assets, all as 

described in "Terms and Conditions of the Notes ï Status". 

Republic of Austria 

Guaranteed Notes: 

Republic of Austria Guaranteed Notes will, subject as 

specified in the relevant Final Terms, constitute direct, 

unconditional and unsubordinated obligations of the Issuer, 

guaranteed by the Republic of Austria (Federation, Bund) 

according to sec 2 of the Interbank Market Support Act 

(Bundesgesetz zur Stärkung des Interbankmarktes 

(Interbankmarktstärkungsgesetz ï IBSG), as described in 

"Terms and Conditions of the Notes - Status". 

Investment 

Considerations:  

The applicable Final Terms will set forth any specific 

investment considerations for a particular Series or Tranche 

of Notes, if applicable. Prospective purchasers should review 

any additional investment considerations set forth in the 

applicable Final Terms and should consult their own financial 

and legal advisers about risks associated with investment in a 

particular Series of Notes and the suitability of investing in 

any Notes in the light of their particular circumstances. 

Special Investment 

Considerations for Notes 

Linked to a Hedge Fund: 

An investment in Notes which economically represent a 

hedge fund carries a high degree of risk. Hence only a small 

part of the disposable funds should be invested into such 

Notes and not all disposable funds or funds financed by credit 

should be invested into such Notes. An investment into such 

Notes will be offered to investors particularly knowledgeable 

in investment matters. Investors should participate in the 

investment only if they are in a position to consider carefully 

the risks associated with such Notes. 

Negative Pledge: There is no negative pledge obligation. 

Cross Default:  There is no cross default provision. 

Events of Default:  The Terms and Conditions of the Notes do not provide for 

express events of default. 

Governing Law: The Notes will be governed and construed in accordance with 

Austrian law.  

Place of Jurisdiction: The courts competent for Vienna, Inner City, Austria, shall have 

non-exclusive jurisdiction for all disputes with the Issuer arising 

from or in connection with these Notes, to the extent legally 

permitted (for example, if and to the extent mandated by 

applicable statute, proceedings may be permissible to be 

brought in a court competent for actions by consumers). 

Binding Language: To be specified in the relevant Final Terms, as either: 

English language, and, if specified in the relevant Final 

Terms, with the German language version constituting a 
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convenience translation only; or 

German language, and, if specified in the relevant Final 

Terms, with the English language version constituting a 

convenience translation only. 

Ratings: Tranches of Notes may be rated or unrated. Where a Tranche 

of Notes is rated, such rating will be specified in the relevant 

Final Terms.  

A rating is not a recommendation to buy, sell or hold 

securities and may be subject to suspension, reduction or 

withdrawal at any time by the assigning rating agency. 

 

1.2 Summary regarding the risk factors 

Prospective investors 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 investors 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, investors could lose some or all of their investments. Prospective investors should 

therefore consider two main categories of risk: (i) risks relating to the Issuer, and (ii) risks 

relating to the Notes. 

Prior to deciding whether to invest in any Notes issued under the Programme, a prospective 

investor should conduct its own thorough analysis (including its own accounting, legal and 

tax analysis). 

Risks relating to the Issuer  

Credit risk 

The credit risk is the risk of partial or complete loss of interest and/or redemption payment 

due to a default of the counterparty. It comprises in particular the non-payment risks, 

country risks and default risks. Any deterioration in the creditworthiness of a counterparty 

may lead to an increase in the credit risk. 

Rating deterioration 

There is a risk that a rating agency may suspend, downgrade or withdraw a rating of the 

Issuer and that such action might negatively affect the market value and trading price of the 

Notes. 

Market risk 

The market risk is the risk related to changes in interest rates and foreign currency as well 

as price fluctuations 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 and political environment, receding financial markets 

The economic and political environment in the countries where the Issuer is active or has 

operations as well as the development of the world economy have a fundamental influence 
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on the demand for the services and financial products developed and offered by the Issuer. 

In particular, the young market economies of Central and Eastern Europe and South East 

Europe might experience, among others, higher exchange rate volatilities, currency 

depreciation, slowdown in credit growth, reduction in external financing requirements and 

depreciation 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 the Austrian banking sector, which is expected to further 

intensify in the future. This may reduce profits and lead to a reduction in the capital freely 

available for investments of the Issuer. 

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 Issuer. 

Currency risk 

Since substantial assets, operations and customers of the Issuer are located outside the Euro-

zone, the Issuer is exposed to currency risks. 

Real estate market risk 

The Issuer owns substantial real estate and is therefore exposed to price risks in the real 

estate area. 

Risk factors specifically relating to VBAG 

VBAG's appeal against a tax order concerning corporate tax payments for previous years of 

two fully consolidated subsidiaries of VBAG 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 daily basis and 

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 

redemption payments that the Issuer is obliged to make under the Notes.  

Credit spread risk 

A credit spread is the margin payable by the Issuer to the holder of a Note as a premium for 

the assumed credit risk. Investors in the Notes assume the risk that the credit spread of the 

Issuer changes.  

Rating of the Notes 

A rating of Notes may not adequately reflect all risks of the investment 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 Note during its term, 

in which event investors may not be able to reinvest cash freed from the Notes in a manner 

that provides them with the same rate of return.  
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Risk of early redemption 

The Final Terms of a particular issue of Notes, other than Tier 1 Notes, may provide for a 

right of termination by the Issuer. If the Issuer was to exercise its right during a period of 

decreasing market interest rates, the yields received upon redemption might be lower than 

expected, and the redeemed face value of the Notes might be lower than the purchase price 

for the Notes paid by the investor.  

Cash flow risk 

In general, structured Notes provide a certain cash flow. The Final Terms set forth under 

which conditions, on which dates and in which amounts interest and/or redemption amounts 

are/is paid. In the event that the agreed conditions do not occur, the actual cash flows may 

differ from those expected.  

Option price risk 

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

underlying assets, indices or other item(s) (the "Underlying") the strike price, the remaining 

term and the risk-free interest rate. Strong fluctuations in the price or volatility of the 

Underlying may influence the option price.  

Currency risk ï Exchange rate risk 

Investors may be exposed to the risk of unfavourable changes in exchange rates or the risk 

of authorities imposing or modifying exchange controls.  

Inflation Risk 

The inflation risk is the risk of future money depreciation which reduces the real yield from an 

investment. 

No active liquid trading market ï Risk of sale 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 desired time 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 listing and the trading of the Notes may be suspended, interrupted or terminated by a 

decision of the respective stock exchange or a competent regulatory authority upon the 

occurrence of a number of reasons or upon application by the Issuer. 

Market price risk - Historic performance  

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

The historic price of a Note should not be taken as an indicator of future performance of 

such Note.  

Purchase on credit ï debt financing 

If a loan is used to finance the acquisition of the Notes by an investor and the Notes 

subsequently 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 have to repay 

the loan and pay interest thereon.  

Transaction costs/charges 

Incidental costs related in particular to the purchase and sale of the Notes may significantly 

or completely reduce the profit potential of the Notes.  
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Clearing risk 

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

Taxation 

Prospective investors should contact their own tax advisors for advice on the tax impact of 

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 change to the 

disadvantage of that investor. 

Change of law 

Changes in applicable laws, regulations or regulatory policies may have an adverse effect 

on the Issuer, the Notes and the investors. 

Shortening of statutory prescription periods 

Claims against the Issuer for payments in respect of the Notes will be prescribed and become 

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 purchase of Notes entails certain risks which vary depending on the specification and 

type of the Notes. For a description of such specifications, types and risks an investor 

should consider and understand the relevant section of "Risk factors".  

Structured Notes may entail additional risks. An investment in Notes by which the premium 

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 formulae, 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 conventional debt security at the 

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

its Notes. 

An investment in Warrants and Certificates linked to assets or bases of reference may entail 

significant risks not associated with investments in conventional securities such as debt or 

equity securities, including, but not limited to, the risks set out in "Risk factors ï Warrants, 

Certificates" set out below. 

Tier 1 Notes constitute direct, unsecured and subordinated obligations of the Issuer, ranking 

junior as to payments to all liabilities to its creditors and claims of holders of senior ranking 

securities. They are perpetual and holders should be aware that they may be required to bear 

the financial risks of an investment in the Tier 1 Notes for an indefinite period of time. 

Interest on the Tier 1 Notes is not cumulative and will be paid by the Issuer only out of 

Distributable Funds, to the extent available. Investors should note that even if sufficient 

Distributable Funds are available, the Issuer will not be required to make payments of 

interest save for certain instances.  

1.3 Summary regarding the Issuer  

General 

VBAG is a joint stock corporation (Aktiengesellschaft) established under Austrian law and 

registered in the Austrian companies' register (Firmenbuch) under the name of 

Österreichische Volksbanken-Aktiengesellschaft, registration number 116476 p. It operates 

inter alia under the commercial name of "VBAG". The competent court for registration is 
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the Commercial Court Vienna (Handelsgericht Wien). Its registered office is at Kolingasse 

19, A-1090 Vienna, Austria. 

The Management Board (Vorstand) of VBAG consists of six members. The Supervisory 

Board (Aufsichtsrat) comprises twenty members, seven of whom are representatives of the 

staff 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 are Volksbanken Holding eingetragene 

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 Österreich 

Aktiengesellschaft (6.1 per cent.) and other shareholders (0.7 per cent.). 

Financial Information 

The financial information below is extracted from the audited consolidated financial 

statements of VBAG for the year ended 31 December 2008: 

 

Amounts in EUR thousand  

Total assets 52,923,765 

Net interest income 1,235,306 

Annual result before taxes -401,849  

Annual result after taxes -210,869 

Profit attributable to shareholders of the 

parent company (Consolidated net income) 

-152,012 

 

Business Overview 

VBAG is a universal bank and offers banking services to private clients, 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, Bosnia-Herzegovina, Serbia, Cyprus, Germany, Poland, Ukraine and Malta. 

VBAG's activities are organised in the following business divisions: 

Á Corporate; 

Á Retail; 

Á Treasury; and 

Á 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 thereto (see page 4) and the 

respective Final Terms prior to making any investment decision with respect to the Notes. 

The following description of risk factors is limited to the most essential risk factors which 

in the Issuer's current view could have a material adverse effect on the Issuer's businesses, 

operations, financial condition or prospects which, in turn, could have a material adverse 

effect on the amount of principal and interest 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 the 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. Prospective investors should therefore consider two main categories of risk: (i) risks 

relating to the Issuer, and (ii) risks relating 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 material or of which it is not currently aware, and 

any of these risks could have the effects set forth above. Moreover, prospective investors 

should be aware that the events described in the risk factors may occur simultaneously, 

which could compound the negative effects. If one or several of the risk factors below were 

to materialise, this might have considerable adverse effects on the profit, business and 

financial position of the Issuer and the profit potential of the Notes.  

Prior to deciding whether to invest in any Notes issued under the Programme, a prospective 

investor should conduct its own thorough analysis (including its own accounting, 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 prospective investor's particular financial 

and other circumstances, as well as on specific terms of the relevant Notes. If it does not 

have experience in financial, business and investment matters sufficient to permit it to make 

such a determination, the investor should consult with its financial adviser prior to make a 

decision with respect to the suitability of any investment in the Notes.  

2.1 Risk factors relating to the Issuer 

The Issuer is subject to credit risk , which means the risk of a partial or complete loss 

of interest and/or redemption payments expected to be made by a counterparty  (credit 

risk) .  

The credit risk comprises non-payment risks, country risks and default risks. Any 

deterioration in the creditworthiness of a counterparty may lead to an increase in the credit 

risk. The worse the credit standing of the counterparty, the higher the non-payment risk. 

Furthermore, it is possible that securities issued by the counterparty to cover the credit risk 

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

the market price. 

The credit risk is 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 

business, as well as to certain trade products, such as derivative contracts like financial 

futures, swaps and options or security pension transactions and security lending. 

The credit risk also encompasses the country risk, which is the risk that a foreign 

counterparty 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 suspend, downgrade or withdraw a rating of 

the Issuer and that such action might negatively affect the market value and trading 

price of the Notes. 

The risk related to the Issuer's ability to fulfil its obligations (liquidity risk) as issuer of 

Notes is characterised among other matters by the rating of the Issuer.  

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

or an indicator of a possible credit loss due to insolvency, delay in payment or incomplete 

payment to the investors. It is not a recommendation to buy, sell or hold securities. The 

rating agency may in particular suspend, downgrade or withdraw a rating. Such suspension, 

downgrading or withdrawal may have an adverse effect on the market value and trading 

price of the Notes. A downgrading of the rating may also lead to a restriction of the access 

to funds and, consequently, to higher refinancing costs. 

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

(market risk) .  

The market risk consists essentially of the risk related to changes in interest rates and 

foreign currency as well as price fluctuations 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 any inadequacy or failure of internal proceedings, 

people, systems, or external events, whether caused deliberately or accidentally or by 

natural ci r cumstances (operational risk).  

The Issuer is exposed to various risks due to potential inadequacies or failures of internal 

controls, proceedings, people, systems, or external events, whether caused deliberately or 

accidentally or by natural circumstances, and which may cause material losses. Such 

operational risks include the risk of unexpected losses incurred as a consequence of 

individual events resulting, among other things, from faulty information systems, 

inadequate organisational structures or ineffective control mechanisms. Such risks also 

include the risk of cost increases or profit losses due to unfavourable overall economic or 

trade-specific trends. Any reputational damage to the Issuer as a result of the occurrence of 

one of these events also falls into this risk category. 

The operational risk is inherent in all activities of the Issuer and cannot be eliminated. 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 infection, malicious hacking, 

physical damage to vital IT centres and software or hardware malfunctions.  

With a view to minimising the probability of the materialisation of an operational risk, a 

periodical supervision and reporting system has been introduced. In addition, operational 

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. 



 

23 

The Issuer is primarily active in Austria and in the countries of Central and Eastern Europe 

("CEE") and South Eastern Europe ("SEE"), as detailed in the country risk exposure table 

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

to invest, and economic growth) in these countries as well as the development of the world 

economy have a fundamental influence on the demand for the services and financial 

products developed and offered by the Issuer.  

Generally declining financial markets may lead to a considerable deterioration in the 

Issuer's 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 similar 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 in CEE and SEE countries such as Slovakia, the Czech 

Republic, Hungary, Slovenia, Croatia, Romania, Bosnia-Herzegovina, Serbia, Ukraine and 

Poland. 

There is a risk of non EU accession in CEE and SEE  

VBAG is active in a number of CEE and SEE 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 VBAG's ability 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 of CEE/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 negatively 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 CEE/SEE region are 

denominated in CHF or EUR. Due to the current economic environment certain CEE/SEE 

countries might experience depreciation of their local currency versus CHF or EUR. This 

might lead to higher default rates and thus reduced profits. 

The Issuer owns or develops substantial real estate in the CEE and SEE region and is 

therefore exposed to price risks in the real estate area. 

The Issuer's substantial real estate holdings in the CEE/SEE region create a special risk that 

negative fluctuations in the fair value of its real estate will reduce their income or profits or 

the balance sheet value of its assets. 

The I ssuer is financing real estate developers in the CEE/SEE region and is therefore 

exposed to heightened credit losses because of the current economic 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 assets may decrease and might result in 

a potential for higher credit losses in this business segment. At the same time the potential 

risk for reduced real estate values exist which results in the increase of the 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 environment 

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 wages and high national 

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 parliamentary democracies 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 of 1 January 2007. Slovakia has been a member 

of the EMU since 1 January 2009. 

Croatia intends to accede to the EU in 2009.  

Risk exposure of the Group 

The Group's unsecured exposure is geographically spread as follows: 
 

Countries  Unsecured Exposure 

( in ú mn) 

Share of total 

Austria 17,338 41,58% 

EEA including Switzerland 10,398 24,86% 

CEE 9,531 22,79% 

Not EU-Europe 2,506 5,99% 

USA & Canada 1,334 3,19% 

Other 660 1,58% 

Data as of 31 December 2008. Source: Issuer  

EEA including Switzerland contains the following countries: Belgium, Switzerland, Germany, Cyprus,  Denmark, 

Spain, France, Great Britain, Greece, Ireland, Italy, Liechtenstein, Luxembourg, Malta, Netherlands, Norway, 

Sweden, Iceland, San Marino, Portugal, Finland, Andorra, Monaco, and Vatican.  

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

Slovakia, Bulgaria, and Romania.  

Non EU-Europe contains the following countries: Bosnia-Herzegovina, Croatia, Kazakhstan, Macedonia, Russia, 

Turkey, Ukraine, Montenegro, Moldova, Albania, Serbia, and Belarus.  

USA and Canada contains the following countries: Canada and USA 

The cluster "CEE" includes only countries that are part of the European Union. VBAG is 

directly active in this region through its subsidary Volksbank International 

Aktiengesellschaft "VBI" that is majority owned by VBAG. VBI has subsidiaries in nine 

CEE and SEE countries, the EU Member States Czech Republic, Slovenia, Slovakia, 

Hungary, Romania as well as the SEE countries Croatia, Bosnia 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 of that country. The credit risk in these countries is hightened because of 

the global crisis currently being faced 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 in these countries, mainly through its 

commercial real estate developer Europolis Aktiengesellschaft "Europolis" but to a lesser 

extend also through VBI and Investkredit Bank Aktiengesellschaft, the corporate bank of 

the group. Europolis is an Austrian based susidiary of the 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 percent of the 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 SEE currencies, 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 catching-up process. 

In addition, countries must create an attractive economic climate for direct investment 

inflows (Source: Austrian National Bank, "Financial Stability in Central and Eastern 

Europe"). 

Some of these risks have materialized since the second half of 2008. The global crisis has 

filtered through to Central Europe's previously fast-growing 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 plunged. Industrial 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 and more difficult to raise funds on the international 

financial markets. Hungary, Serbia and Romania have been given assistance by the IMF and 

other international institutions. Regional currencies have depreciated against the Euro in 

2008. In the first three months 2009 this general trend continued.  

Overall, potential negative effects in the macro-economic 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 CEE region and subsequently on the assets, financial 

position and earnings of the Issuer and the Group. 

The issuer is subject to intensified competition in the Austrian banking sector and in 

all markets where it is active. 

There is fierce competition in the Austrian banking sector, which is expected to intensify 

further in the future. This may reduce profits and thus lead to a reduction in the capital of 

the Issuer freely available for investments. 

The Issuer is subject to the risk of adversely changing legislative 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 issuer. The activities of the 

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 administrative practices 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 Issuer is exposed to currency risks. 
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The Issuer has substantial assets, operations and customers outside of the Euro-zone and is 

therefore subject to foreign currency risks, which might have a material adverse effect on its 

businesses, operations, financial condition and prospects. 

The Issuer owns substantial real estate and is therefore exposed to price risks in the 

real estate area. 

The Issuer's substantial real estate holdings create a special risk that negative fluctuations in 

the fair value of its real estate will reduce their income or profits or the balance 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 this risk. Because 

the real estate market has a lower level of liquidity, it is particularly difficult to determine 

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 official tax audits, two fully consolidated subsidiaries of VBAG were ordered 

to pay corporate tax for previous years. VBAG has filed appeals against these orders. There 

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 interest for suspending 

the tax payment). 

For a description of pending legal and arbitration proceedings see "Description of the Issuer 

ï Legal and arbitration proceedings". 

2.2 Risk factors relating to the Notes  

General risks regarding Notes 

The purchase of Notes entails certain risks, which vary depending on the specification and 

type of the Notes.  

Each investor should determine whether an investment in Notes is appropriate in its 

particular circumstances. An investment in Notes requires a thorough understanding of the 

nature of the relevant transaction. Investors should be experienced with respect to an 

investment, in particular those relating to derivative Notes and Warrants and be aware of the 

related risks. 

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

Á have the requisite knowledge and experience in financial and business matters to 

evaluate the merits and risks of an investment in the Notes and the information 

contained or incorporated by reference in the Prospectus or any applicable 

supplement; 

Á have access to, and knowledge of, appropriate analytical tools to evaluate such merits 

and risks in the context of the investor's particular financial situation and to evaluate 

the impact the Notes will have on their overall investment portfolio; 

Á understand thoroughly the terms of the relevant Notes and are familiar with the 

behaviour of the relevant indices and financial markets; 

Á are capable of bearing the economic risk of an investment in the Notes until the 

maturity of the Notes; and 

Á 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 adversely impacted 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 interest-bearing securities. 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. The interest rate risk is a result of the 

uncertainty 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 interest rate level increases. In general, the effects of this 

risk increase as the market interest rates increase. Conversely, a decreasing market interest 

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

The market interest rate level is strongly affected by public budget policy, the policies of 

the central bank, the overall economic development and inflation rates, as well as by foreign 

interest rate levels and exchange rate expectations. However, the importance of individual 

factors cannot be directly quantified 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 fluctuations. 

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

scheduled interest payments. 

There is a risk of partial or total failure of the Issuer to make interest and/or 

redemption payments that the Issuer is obliged to make under the Notes (credit 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 creditworthiness of the Issuer, the higher the risk of loss (see also "Risk Factors relating 

to the Issuer" above). 

A materialisation of the credit risk may result in partial or total failure of the Issuer to make 

interest and/or redemption payments. 

Investors in the Notes assume the 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 Note as a premium for 

the assumed credit risk. Credit spreads are offered and sold as premiums on current risk-free 

interest rates or as discounts 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 term to maturity of the 

Note and obligations under any collateralisation or guarantee and declarations as to any 

preferred payment or subordination. The liquidity situation, the general level of interest 

rates, overall economic developments, and the currency, in which the relevant obligation is 

denominated may also have a positive or negative effect.  

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 a rating of Notes may not reflect all risks of the 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, 

downgrading or withdrawal may have an adverse effect on the market value and trading 

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

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

There is a risk that the general market interest rate may fall below the interest rate of 

the Note during its term (reinvestment risk).  

Investors may be exposed to risks connected to the reinvestment of cash resources freed 

from any Note. The return the investor will receive from a Note depends not only on the 

price and the nominal interest rate of the Note but also on whether or not the interest 

received during 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 rate falls 

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 the relevant Note.  

There is a risk that the Issuer exercises its right  of termination (risk of early 

termination).  

The Final Terms of a particular Series of Notes, other than Tier 1 Notes, may provide for a 

right of termination by the Issuer. Such right of termination is often provided for Notes 

issued during periods of high interest rates. If the 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 attribute Tier 1 Notes to Own Funds for Austrian capital adequacy purposes 

on a consolidated 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 redemption may be lower than 

expected, and the redeemed face amount of Notes may be lower than the purchase price 

paid by the investor. As a consequence, part of the capital invested by the investor may be 

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 and investors that 

have received monies through an early redemption and choose to reinvest such monies may 

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

There is a risk that the actual cash flows may differ from those expected (cash flow 

risk) .  

In general, structured Notes provide a certain cash flow. The Final Terms set forth under 

which conditions, on which dates and in which amounts interest and/or redemption amounts 

are/is paid. In the event that the agreed conditions do not occur, the actual cash flows may 

differ from those expected. 

The materialisation of the cash flow risk may result in the Issuer's inability 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 option price is a premium the buyer of an option must pay in order to be allowed to 

exercise its option right at or by the final maturity date, that is to request that the seller of 

the option delivers or accepts, as the case may be, the specified Underlying at the agreed 
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price. The option price is determined by supply and demand on the market and is related to 

a theoretical exercise price of a mathematical option pricing model. 

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

strike price, the expiration date and the risk-free interest rate. Strong fluctuations 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 decreases as its expiration date approaches. 

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 ï exchange 

rate risk).  

The currency risk is the risk of a negative difference between the actual and the expected 

yield from a Note denominated in a foreign currency. The currency risk consists of the 

interest rate risk (see above) and the exchange rate risk. The exchange rate risk results from 

a development of the exchange 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 quotation).  

In addition, there is a risk that authorities may 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 Underlying may be denominated in a foreign currency.  

If the currency risk materialises, the investor may receive no interest or redemption 

payments or only partial payments.  

There is a risk of inflation . 

The inflation risk is the risk of future money depreciation. The real yield from an 

investment is reduced by inflation. The lower the rate of inflation, the higher the real yield 

on a Note. If the inflation 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, if it develops, that such market will continue.   

Notes issued under the Programme are new issues. Thus, there will be no liquid trading 

market for the Notes when they are issued, unless otherwise expressly stated in the relevant 

Final Terms.  

The Issuer does not make any representations as to the liquidity of the Notes or their listing 

on a regulated market, 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 develops, that such market will continue. In the event 

that a secondary market for the Notes develops, neither the price development of the Notes 

nor the liquidity of the secondary market is foreseeable.  

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 sell the Notes 

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 of the Notes may be suspended or interrupted by the respective stock exchange 

or a competent regulatory authority upon the occurrence of a number 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 interests 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 in an underlying of the Notes is suspended, 

interrupted or terminated, 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 suspension or interruptions 

(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 suspended, interrupted or terminated, and the 

stock exchange quotations of such Notes may not adequately reflect the price of such Notes. 

Finally, even if trading in the Notes is suspended, interrupted or terminated, investors 

should note that such measures may neither be sufficient nor adequate nor in time to prevent 

price disruptions or to safeguard the investors' interests; for example, where trading in the 

Notes is suspended after price-sensitive information relating to the Notes has been 

published, the price of 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 price of a Note should not be taken as an indicator of future performance of 

such Note.  

It is not foreseeable whether the market price of structured Notes will rise or fall. If the 

price risk materialises, the Issuer may be unable to redeem the Notes in whole or in part.  

The Issuer gives no guarantee that the spread between purchase and selling prices is within 

a certain range or remains constant.  

If a loan or credit is used to finance the acquisition of the Notes, the loan may 

significantly increase the risk of a loss.  

If a loan is used to finance the acquisition of the Notes by an investor and the Notes 

subsequently 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 have to repay 

the loan and pay interest thereon. A loan may significantly increase the risk of a loss. 

Investors should not assume that they will be able to repay the loan or pay interest thereon 

from the profits of a transaction. Instead, 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 demand, and that they may suffer losses instead of realising gains. 

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 (including transaction 

fees and commissions) are incurred in addition to the purchase or sale price of the security. 

These incidental costs may significantly reduce or eliminate any profit from holding the 

Notes. Credit institutions as a rule charge commissions which are either fixed minimum 

commissions or pro-rata commissions, depending on the order value. To the extent that 
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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 brokerage fees, commissions 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 follow-up costs (such as custody fees). Investors 

should inform themselves about any additional costs incurred in connection with the 

purchase, custody or sale of the Notes before investing in the Notes. 

Investors have to rely on the functionality of the relevant clear ing system.  

The Notes are purchased and sold through different clearing systems, such as Clearstream 

Banking 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 the Notes are actually transferred to the securities portfolio of the relevant investor. 

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

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

Interest payments on Notes, or profits realised by an investor upon the sale or repayment of 

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

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

under "Taxation"; however, the tax impact on an individual investor may differ from the 

situation described for investors generally. Prospective investors, therefore, should contact 

their own tax advisors for advice on the tax impact of an investment in the Notes. 

Furthermore, 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 the investors. 

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), or administrative practice 

after the date of this Prospectus. 

Shortening of statutory prescription periods 

Claims against the Issuer for payments in respect of the Notes will  be prescribed and become 

void unless made within ten years (in respect of the principal) and within three years (in respect 

of interest). There is a risk that investors may not be able to successfully claim payments in 

respect of the Notes against the Issuer after these periods of time. 

Special risks of individual specifications and categori es of Notes  

Individual specifications and categories of Notes may bear further risks. 

A summarised description of the specifications and categories of Notes is given below and 

the material risks of the individual products are outlined. Furthermore, the risk factors 

described above may apply to individual products.  



 

32 

Risks of additional specifications  

Issuer's right to redeem prior to maturity (Issuer's call option) 

If a Note includes a call option of the Issuer, the Issuer may, upon notice given, redeem the 

Note on one (or more) specified call redemption dates, usually at par. The investor bears, in 

addition to the stated risks, the risk of early redemption described above and, since the 

Issuer's right to redeem prior to maturity is an option, the exercise price risk. This may lead 

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

Investor's right to declare Notes due (Investor's put option) 

If a Note includes a put option of the investor, the investor is entitled to return 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 interest rates or 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 

maturity. This, however, is not considered to be an option, since the amount of 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 partial redemption, the investor may lose 

an expected 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 for the investor. However, since a floor is an option, 

there is the exercise price risk and, if there are changes in interest rates or in volatility, 

substantial price fluctuations may occur.  

Cap 

If a Note includes a cap, the cap states the maximum for the interest rate payable. Since the 

cap is an option, there is the exercise price risk and, if there are changes in interest rates or 

in volatility, substantial price fluctuations may occur. In particular, the yield potential 

limited by the cap may limit the price increase of the Note, if the market exceeds 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 amount. If a Note 

includes a target coupon, the investor bears the risk of early redemption described 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 or no interest at all, if the interest-rate development or the 

development of the Underlying lies below the investor's expectations. Therefore, the early 

redemption may be postponed if the target coupon is not reached (see "Cash flow risk" 

above). However, at the latest at the end of the overall term of the Note there is the 

redemption 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 subsequent changes in interest 

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 fixed during 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 

determined in advance. Due to varying interest income, investors are not able to determine 

the definite yield to be received from Floating 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 sales proceeds 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 on the prices 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 to their leverage effect, Zero Coupon Notes are a type of 

investment associated with a particularly high price risk. 

Reverse Floating Rate Notes 

The interest income from reverse floating rate notes ("Reverse Floating Rate Notes") is 

calculated in reverse proportion 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. Price fluctuations 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 that long-term market interest 

rates will increase even if short-term interest rates decrease. In this case, increasing interest 

income cannot adequately offset the decrease in the reverse floating note's price because 

such decrease is disproportionate.  

Fixed to Floating 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 Issuer's ability to convert the interest rate will affect the secondary market 

and the market value of the Notes since the Issuer may be expected 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 floating 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 addition, the new floating rate at any time may be lower than the interest 

rates payable 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 rates payable on its Notes. 
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Dual Redemption Notes 

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

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

in Euro or another currency, the exchange rate between Euro and the foreign currency being 

fixed at the beginning of the term. Therefore, changes 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 shares (other than shares in the Issuer) or other equity like instruments. 

The Issuer may choose whether it wants to redeem 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 investments. The underlying shares or other equity like instruments may be 

listed on a regulated market or a non-regulated 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 respective Notes, provided that the underlying will not consist in shares issued by the 

Issuer. Such shares 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, in particular where 

they are not listed or only listed on an unregulated 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 like instruments 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 the instalment Notes. Failure to pay any subsequent 

instalment could result in the investor's risk of losing all or part of their investment. 

Subordinated Notes 

Subordinated Notes are unsecured and subordinated obligations. In the event of a 

bankruptcy or liquidation of the Issuer, holders of Subordinated Notes would receive 

payments on any outstanding Subordinated Notes only after senior Noteholders and other 

senior creditors of the Issuer have been paid in full, if and to the extent that there is still 

cash available for those 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 confirmed that the Subordinated Notes, once issued, would constitute 

regulatory own funds of the Issuer according to the Austrian Banking Act. Therefore there 

is a risk that Subordinated Notes will not qualify as regulatory own funds under the 

Austrian Banking Act, which may have a material adverse effect on the capital base and the 

financial position of the Issuer.  

Tier 1 Notes 

The Tier 1 Notes will be perpetual, subordinated and profit-related securities 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 optional call right), then Tier 1 Notes will be redeemable at the option of the Issuer 

upon giving 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 on such terms as 

indicated in the applicable Final Terms. 
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The Tier 1 Notes are also redeemable for certain tax reasons (including if the Issuer is 

required to make additional (gross-up) payments) and capital adequacy reasons in 

accordance with the Terms and Conditions 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 yield or 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 fixed maturity date and 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 financial risks of an investment in the Tier 1 Notes for an indefinite 

period of time. 

The Tier 1 Notes will constitute direct, unsecured and subordinated obligations of the Issuer 

and will be subordinated to all present and future senior and other unsubordinated and 

subordinated debt obligations of the Issuer (save for subordinated debt obligations which 

rank or are expressed to rank pari passu with the Tier 1 Notes) and will rank senior to the 

ordinary shares of the Issuer. 

The obligations of the Issuer under the 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 payments in 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 after all payments 

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 

payments 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 Securities during the 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 Austrian banking regulations affecting 

banks which fail to meet their capital ratios pursuant to the Act, the Issuer would be limited 

in making such payments on Parity Securities or if there is in effect an order of the FMA 

prohibiting the Issuer from making any payments. 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 

entitled to receive interest, even if Distributable Funds subsequently become available. The 

Issuer may also, elect not to make Interest Payments on the Tier 1 Notes (the "Optional 

Non-Payment Right"), subject to the obligation of the Issuer to make Interest Payments in 

certain circumstances in which the Issuer or an Issuing Vehicle makes a dividend payment 

or distribution or other payment on certain other securities.  

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 Interest Payments, 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 the Tier 1 Notes, once issued, would constitute regulatory 

own funds of the Issuer according to the Austrian Banking Act. Therefore there is a risk that 

Tier 1 Notes will  not qualify as tier 1 capital (Kernkapital) under the Austrian Banking Act, 

which may have a material adverse effect on the capital base and the financial position of 

the Issuer.  

Covered Bonds 

Payment obligations under Covered Bonds are secured by a special pool of cover assets. 

Such cover pool is separated from the assets of the Issuer in insolvency and enforcement 

proceedings and may not be used to repay claims of other creditors of the Issuer. However, 

there is no absolute certainty that the cover assets will at any time be sufficient to cover the 

obligations under the Covered Bonds and/or that substitute cover assets 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 of the Interbank Market 

Support Act. The fulfilment of any obligations of the Republic of Austria under the 

guarantee depends on the solvency of the Republic of Austria. 

General risks of Structured Notes  

An investment in Notes, the premium, interest and/or principal amount of which is directly 

or inversely determined by reference to one or more indices, equity, debt, currencies, 

commodities, future contracts, interest rates or other variables ("Structured Notes"), entails 

additional significant risks that are not associated with similar investments in a 

conventional debt security. These risks include, among other things, the possibility that: 

Á the Underlying or basket of Underlyings may be subject to significant changes, 

whether due to the composition of the Underlying itself, or because of fluctuations in 

value of the indexed assets; 

Á the resulting interest rate will be less (or may be more) than that payable in the case 

of a conventional debt security issued by the Issuer at the same time; 

Á the repayment of principal can occur at times other than that expected by the investor; 

Á 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 or repayment), 

and, if the principal amount is lost, interest may cease to be payable on the derivative 

Note; 

Á the risks of investing in derivative Notes encompasses both risks relating to the 

Underlying and risks that are unique to the Notes as such; 

Á any derivative Note that is indexed to more 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; 

Á it may not be possible for investors to hedge their exposure to these various risks 

relating to derivative Notes; and 

Á 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 subject to greater levels 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 applicable index, equity, debt, currency, commodity, future contract, interest 

rate or other variable, including its volatil ity, the time remaining to the maturity of such 

Notes, the amount outstanding of such Notes and market interest rates. The value of the 

applicable index, equity, debt, currency, commodity, future contract, interest rate or 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 amount of principal, premium and/or interest payable with respect to derivative Notes 

contains a multiplier or leverage factor, the effect of any change in the applicable index, 

equity, debt, currency, commodity, future contract, interest rate or other variable will be 

increased. The historic experience of the relevant index, equity, debt, currency, commodity, 

future contract, interest rate or other variable should not be taken as an indication of future 

performance of such index, equity, debt, currency, commodity, future contract, interest rate 

or other variable during the term of any derivative Note. Additionally, there may be 

regulatory and other ramifications associated with the ownership by certain investors of 

certain derivative Notes. 

The credit ratings assigned 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 investor's 

particular circumstances. 

Potential conflicts of interest 

The Issuer, the Dealers or any of their respective affiliates may, on their own account or for 

the account of managed assets or clients' assets, be party to transactions regarding the 

Underlying. Such transactions may not be for the benefit of the investors of the Notes 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 may have additional 

roles such as calculation agent, paying agent and custodian and/or index sponsor or index 

licensor in respect of the Underlying. The Issuer may also issue other derivative instruments 

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

influence the value of such Notes.  

Under certain circumstances, the Issuer may use the proceeds from the sale of Structured 

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 value of the Notes. 

There is, however, the possibility that such hedging activities 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 to publish 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, the Issuer will largely 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 

developed in a liquid market without such market making.  
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Index Linked Notes 

Index linked Notes ("Index Linked Notes") are Notes, the redemption or interest payment of 

which is directly or indirectly linked to the performance of one or more indices. Depending 

on the calculation method of the interest 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 investment.  

Equity Linked Notes 

Interest payments and/or redemption payments on equity linked Notes ("Equity Linked 

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 made by delivery 

of the underlying security, exposing investors to the risk that the value of such security may 

be substantially below the purchase price of the Note. 

Commodity Linked Notes 

The interest payments and/or redemption payments on commodity linked Notes 

("Commodity Linked Notes") are calculated by reference to one or more underlying 

commodities. Fluctuations in the value of the underlying commodity will have an impact on 

amounts payable under the Note. 

Fund Linked Notes 

Interest payments and/or redemption payments on fund linked Notes ("Fund Linked Notes") 

depend on the market value of an underlying fund or basket of funds. Fund Linked Notes 

may also provide that redemption will be made by delivery of units in the underlying fund, 

exposing investors to the risk that the value of such fund units may be substantially below 

the purchase 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 of risk. Hence only a small part of the disposable funds should be 

invested into such Notes and not all disposable funds or funds financed by credit should be 

invested into such Notes. An investment into such Notes will be offered to investors 

particularly knowledgeable in investment matters. Investors should participate in the 

investment only if they are in a position to consider carefully the risks associated with such 

Notes. 

Interest Rate Linked Notes 

The interest payments and/or redemption payments on Notes linked to interest rate(s) 

("Interest Rate Linked Notes") are calculated by reference to one or more underlying 

interest rate(s). Fluctuations in the underlying interest rate(s) will have an impact on 

amounts payable 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) on a specified date 

exceeds or falls short of a base value of the Underlying defined in the final terms of such 

Turbo Certificate. An important characteristic of Turbo Certificates is the leverage effect. It 

shows to what extent the Turbo Certificate's development exceeds the performance of the 

Underlying. The closer the value of the Underlying at a given 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 Certificate the value of the Underlying reaches or - depending on the type of Turbo 

Certificate - exceeds or falls short of such value, the Turbo Certificate is terminated and the 

investor receives the residual value. Although such value is calculated within a maximum of 

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

Forfeiture Notes 

Forfeiture Notes are redeemed by the Issuer without repayment of the principal. The right of 

redemption is forfeited. Investors should thus note that they will not receive any of their 

invested capital back upon redemption of such Forfeiture Notes. The only return from their 

investment in Forfeiture Notes is the coupon payable in accordance with the Final Terms of 

such Forfeiture 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 payments or dividend payments nor do they 

generate on-going 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) of the underlying, 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 of Warrants, 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 costs. Such 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 risk may hinder 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 

disproportionally higher than a change in the value of the underlying. This attribute is 

inherent in warrants ("leverage effect"). 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 principle, 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, the exchange rate (i.e. the rate at which the Warrants are exercised) 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 include inter alia, the term of the 

Warrants and the frequency and 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 underlying remains constant. 
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If an issue of Warrants includes provisions dealing with the occurrence of 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 provided in any such Warrants may have an adverse effect on the value of such 

Warrants. 
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3. DESCRIPTION OF THE ISSUER 

3.1 Business history and business development of VBAG 

On 4 November 1922, the "Österreichische Zentralgenossenschaftskasse registrierte 

Genossenschaft mit beschränkter Haftung", a co-operative with limited liability, was - in an 

effort to implement the ideas of Hermann Schulze Delitzsch - established as the umbrella 

organisation for regional credit co-operatives and primary banks, which were members of 

the Federation of Austrian Credit Co-operatives (Fachverband der Kreditgenossenschaften 

nach dem System Schulze-Delitzsch). It was renamed "Zentralkasse der Volksbanken 

Österreichs" on 10 December 1956 and was merged into VBAG in 1974, which was 

founded in 1974 specifically for this purpose. VBAG is now the central 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 range of financial 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 number FN 116476p under 

the legal name "Österreichische Volksbanken-Aktiengesellschaft". It operates inter 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 "Österreichische 

Zentralgenossenschaftskasse registrierte Genossenschaft mit beschränkter 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 19, A-1090 Vienna, 

Austria. The central phone number is +43 (0) 50 4004 - 0. 

VBAG's constitutional documents are subject to Austrian law. 

Recent developments 

Generally the international financial markets have seen severe difficulties since the 

beginning 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 

credit engagements. However, this assessment remains subject to change and depends in 

particular on the future development of the international financial crisis. The focus of the 

Issuerôs business policy has been to strengthen its capital base and liquidity in view of these 

financial difficulties. 

On 3 November 2008 the Issuer, Kommunalkredit Austria AG ("Kommunalkredit") and the 

Republic of Austria jointly announced that the Republic of Austria had agreed to purchase 

all of the Issuer's shares in Kommunalkredit for a total price of EUR 1.00. In addition, the 

Issuer has agreed to subscribe for participation capital (Partizipationskapital, a form of 

capital which counts as tier 1 capital for bank regulatory purposes) of Kommunalkredit in 

the total amount of EUR 172,500,000, bearing a dividend of 8% p.a. which is conditional 
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upon sufficient available annual profits of Kommunalkredit. The participation capital is 

perpetual and may be repaid by Kommunalkredit only in accordance with the procedure 

relating to a share capital reduction or a redemption of the participation capital pursuant to 

the Austrian Banking Act, but in any event not earlier than five years after the issue of the 

participation capital. In addition, the Issuer provided standard representations and warranties 

which relate to past contingent liabilities. The Issuer's liability under these representations 

and warranties is capped with a total amount of EUR 100,000,000 and limited to breaches 

of the representations and warranties occurring until 1 January 2010. As a result, 

Kommunalkredit was deconsolidated as of 3 November 2008 from the balance sheet of the 

Issuer. The Issuer has not assumed any further guarantees in connection with the sale of 

Kommunalkredit. For further details please see page 64 of the Issuer's consolidated 

financial statements 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 in a total 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 capital bears a dividend of 9.3 % p.a. within the first full five years, and 

increases thereafter. Dividend payments are conditional upon sufficient available annual 

profits of the Issuer.  

The Republic of Austria has the option to convert its participation capital into ordinary 

shares of the Issuer, which right is subject to the prior consent of the Issuer save for certain 

exceptions. The Republic of Austria has granted a pre-emption right to the Issuer according 

to which the Issuer may either itself acquire or nominate a third party to acquire the 

participation capital in case of a contemplated sale by the Republic of Austria. Furthermore, 

the Issuer has been granted a call option by the Republic of Austria according to which the 

Issuer itself or a third party may acquire the participation capital from the Republic.     

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

declining results in all its business activities. In particular, the demand for loans by 

corporate custumers slowed down since these corporate customers ï in the Issuerós 

perception ï 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 end of 2007, Europolis AG became (via VIBE-Holding 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 were no 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 Republic, Hungary, Slovenia, 

Croatia, Romania, Bosnia-Herzegovina, Serbia and in Ukraine, where Volksbank 

International AG acquired OJSC Electron Bank at the beginning of 2007. As of September 

2008, OJSC Electron Bank's name was changed to OJSC Volksbank. Equally, Volksbank 

International AG finalised the acquisition of Zepter Komerc Banka a.d. in Bosnia-

Herzegovina in July 2007. This acquisition is aimed at expanding Volksbank International 

AG's regional presence in the area of "Republica Srpska" within the territory of Bosnia-

Herzegovina. 
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3.2 Business 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 addition, the 

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 corporate purpose of VBAG is to 

further the interests both of the Austrian Volksbanken and their members as well as those of 

SMEs. Furthermore, VBAG's objective as central institution of the Austrian Volksbanken is 

to engage in all types of banking operations domestically and internationally, including 

performing the following tasks for the Austrian Volksbanken:  

Á managing and investing liquidity funds, especially the liquidity reserves of the 

Austrian Volksbanken;  

Á granting loans to the Austrian Volksbanken, providing 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;  

Á making cash free payment transfers and providing other banking services, ensuring 

such transfers and services and their further technological development and 

advertising for such payment transfers and banking services; and  

Á issuing covered bonds. 

 

Description of main business segments 

VBAG's activities are organised in the following business segments: 

Corporate  

This business division is responsible for servicing SMEs, multi-national corporations and 

large corporate clients. It aims to provide tailor-made and adequate solutions to the ever-

diversifying, increasingly sophisticated financial and business strategy needs of domestic 

and international corporate clients. 

Corporate banking provides an integrated range of products such as - but not limited to - 

corporate and commercial banking, trade finance, leasing, syndication, 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 product and 

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 of Volksbank Wien AG and 

Volksbank Linz-Mühlviertel registrierte Genossenschaft mit beschränkter Haftung. In 

Slovakia, Czech Republic, Hungary, Slovenia, Croatia, Romania, Bosnia-Herzegovina, 
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Serbia and the Ukraine, such services are provided via 'Volksbank International AG's sales 

outlets network. 

IMMO-BANK Aktiengesellschaft, a subsidiary of VBAG, is responsible for financing real 

estate for private customers and non-profit organisations. 

Bank für Ärzte und Freie Berufe Aktiengesellschaft, also a subsidiary of VBAG, 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 vehicle-, equipment-, vendor- and real 

estate leasing to their customers.  

Financial Markets 

This segment comprises VBAG treasury, fixed income and derivatives, structured 

investments, CEE-treasury, 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 to its customers standard as well 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 VBAG's institutional 

and private 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 

Investmentbank AG. Investkredit Investmentbank AG is a financial service provider for 

domestic and international customers in local and cross-border transactions involving 

structured finance, mergers and acquisitions and issues of securities. 

Real estate  

The competence centre for real estate within VBAG and the VBAG Group 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 

Leasinggesellschaft m.b.H., real estate development by PREMIUMRED Real Estate 

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" financing, 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 Austria, CEE and Croatia. The 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 company 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, 

creditworthiness of the tenants and the long-term contractual safeguarding of rental 

payments are particularly important. 
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3.3 Risk management 

Risk report 

Assuming and professionally managing the risks connected with business activities is a core 

function of every bank. VBAG performs the key tasks of implementing and supporting 

processes and methods for identifying, managing, measuring and monitoring all risks 

related to banking operations at VBAG Group level.  

Risk strategy 

The Group-wide risk strategy is reassessed and determined by the managing board on an 

annual basis ï taking into account results from the Internal Capital Adequacy Assessment 

Process (ICAAP) ï 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 risks are incorporated into 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 assessment, measurement and control. For security reasons and in order to prevent 

conflicts of interest, these tasks are performed by different 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 

activities at VBAG Group are concentrated in this managing board function: strategic risk 

management, incorporating the sub-areas of the Basel II competence center, credit risk, 

market risk and operational risk management and risk control for the entire bank as well as 

competence led centrally organised operational risk management and balance sheet analysis. 

For reasons of cost effectiveness and to optimise collections, receivables management is 

performed locally in the individual sub-groups and subsidiaries. 

Basel II ï Implementation by the VBAG Group 

In accordance with managing board resolutions, the implementation of pillar 1 by the 

VBAG Group not only fulfils the minimum requirements but, while taking cost efficiency 

into account, also provides for implementation of 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: 

Á Credit risk: standard approach and IRB approach since 1 April 2008  

Á Market risk: internal VaR model since 1 January 2005 

Á Operational risk: standard approach (in exceptional cases and for a limited period the 

basic indicator approach) since 1 January 2008 

Internal capital adequacy assessment 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 future as well as 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 in the formulation of the 

strategies, methods and systems required for implementing 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 risk-bearing ability, allocating 

capital and establishing limits 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 assessment 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 based on risk assessments conducted across the Group as a 

whole, VBAG Group regularly ascertains what risks are present in ongoing banking 

operations within the Group as well as their significance and the danger they potentially 

pose for the Group. This process involves 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 providing 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 structures in a clear and 

comprehensible manner.  

The basis for the quantitative implementation of the ICAAP at VBAG Group is the risk 

bearing capacity calculation, which demonstrates that adequate risk-covering capital is in 

place at all times to provide sufficient cover for risks 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 defined risk-covering 

capital is then compared with this total bank risk. In the course of the risk monitoring 

process, compliance with the defined limits is monitored, the risk-bearing ability is 

calculated and the Group risk report is produced.  

Credit risk 

At VBAG Group, general credit and default risk, 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 superordinated bank (übergeordnetes 

Kreditinstitut) of a banking group as well as on a single-entity basis for calculating the 

assessment basis for credit risk using the Internal Rating Based Approach (IRB approach). 

General credit risk 

General credit risk denotes potential 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 in place in all VBAG Group units 

that generate credit risk. All case-by-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 subsidiaries and risk management at Group level. 

For large-volume 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 restructures decision-making 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 bank's own portfolio. The aim is firstly to structure and improve 

credit decision-making 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 used with the Group show a comparable PD and 

are connected with the Volksbank 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 and, most 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 

economic perspective based on the result of a risk measurement. Along with 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) method. For 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: 

Á Calculating economic capital 

Á Identifying portfolio concentrations 

Á Ensuring comparability of the risk situation for different types of risk (e.g. credit risk 

and market risk) 

Á Calculating risk-adjusted performance ratios (e.g. ROEC) 

Á Allocating capital 

Credit risk reporting 

The credit risk section of the Group risk report provides a detailed reporting day-specific 

presentation of the existing credit risk at VBAG Group. 

The report contains a quantitative presentation of management-related information on the 

credit risk, which is supplemented by a brief assessment of the situation and further 

qualitative information where appropriate.  

Group credit risk manual  

The Group credit 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 manual is 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 manner. The manual lays the foundation for operationalising the risk 

strategy 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 applies 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 living document that is regularly expanded and adapted to current 

developments 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 performed with around 50 counterparties for 

transactions 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 surpluses must 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 presentation on a daily basis and specifying the limit 

structure based on the economic capital made available by the managing board, the 

department's main tasks include administration of front-office systems, collateral 

management, enhancement of risk measurement systems and monitoring the market risk and 

counterparty limits. 

The key task in risk monitoring is estimating possible loss that could arise from 

unfavourable market developments on a daily basis. These value at risk calculations are 

performed using the internationally recognised software program KVaR+ using the method 

of historical simulation and essentially include the following calculation steps: following 

identification and definition of the market risk factors to be included in the modelling 

process, historical 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 (hypothetical) 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 development 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 

calculate the profit and loss distribution by mapping the differences between the 

hypothetical 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 of one year. 

The amount of VaR is ascertained from the 1 % quantile of the hypothetical profit and loss 

distribution, thus meeting the legal requirement of assuming a one-sided forecast interval 

with a probability level of 99 % in the VaR calculation. VBAG calculates the VaR for a 

holding period of one day, which is then multiplied by the root of ten for the purpose of 

extrapolating a ten-day VaR. The capital requirements of products that are not integrated 

into the internal VaR model are covered in the standard procedure. 
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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 commodity futures 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 multiplier of 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 daily market data 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 effects of extreme situations on earnings cannot be covered by VaR, stress tests 

using around 80 historical and portfolio-specific worst case scenarios are performed 

monthly or as required.  

Well-organised, efficient processes and procedures are an important component of 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 with measuring 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 interest rate risks is a normal part of banking business and is a key source of 

income. However, excessive interest rate risk represents a significant threat to the earnings 

and capital situation. Accordingly, an effective risk management system that monitors and 

limits interest rate risk in line with the scope of business is vital for maintaining the Bank's 

ability to bear risk. 

The declared aim of interest rate risk management is to identify all material interest rate 

risks from assets, liabilities and off-balance 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 report 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 

sensitive to interest rate movements are allocated 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 factors. 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 market rates of return, by replicating fixed-interest 

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 as 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 place on a monthly or an ad hoc basis whenever necessary. The objective of 

risk management is to keep the bank's interest rate risks within specific parameters defined 

by the bank itself.  

Strategic investment book positions 

Particular attention is paid to what are termed 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 brought to the attention of the managing board on a quarterly basis as part of 

the risk report. In 2009, this reporting was supplemented by risk ratios, such as specific 

sensitivities and credit spread VaR. 

Operational risk 

VBAG Group defines operational risk as the 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 arising 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 approach (with the exception of OJSC Volksbank and Volksbank A.D. Banja Luka 

which use the basic indicator approach and will continue to do so until 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 operational 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 tried-and-tested instruments and newly developed tools, operational 

liquidity management ensures compliance with legal provisions, daily reporting and 

liquidity provision within the Group within short timeframes. 

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 long-term 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 fluctuations and market-related 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 with investment 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 medium-term aim with respect to business risk is 

quantification in line with the VaR approach, this type of measurement is not possible for 

the other risk sub-groups 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 management of other risks.  

Principal markets 

VBAG's principal geographic markets are Austria, Slovakia, the Czech Republic, Hungary, 

Slovenia, Croatia, Romania, Bosnia-Herzegovina, Serbia, Cyprus, Germany, Poland, Malta 

and Ukraine. As a consequence of the Issuer's disposal of its shares in Kommunalkredit (see 

above "3. Description of the Issuer ï Business history and business development of VBAG - 

Recent developments"), Cyprus will cease to be a principal market. 

Competitive position  

The following ranking shows that based on unconsolidated balance sheet figures, VBAG 

was the seventh largest bank in Austria as of 31 December 2008: 

Rank Name of Bank 

1 UniCredit Bank Austria AG 

2 Raiffeisen Zentralbank Österreich Aktiengesellschaft 

3 Erste Group Bank AG 

4 UniCredit CAIB AG 

5 Oesterreichische Kontrollbank Aktiengesellschaft  

6 BAWAG P.S.K. Bank für Arbeit und Wirtschaft und Österreichische 

Postsparkasse Aktiengesellschaft 

7 Österreichische Volksbanken-Aktiengesellschaft  

8 Kommunalkredit Austria AG 

9 Hypo Alpe-Adria-Bank International AG  

10 Raiffeisenlandesbank Oberösterreich Aktiengesellschaft 

(Source: OeNB, Statistik 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 role in the 

ñVolksbanken Verbundò (Alliance of Volksbanken).  

The ñVolksbanken Verbundò consists of the Volksbank Sector (ñVolksbank Sektorò), 

Österreichischer Genossenschaftsverband Schultze-Delitzsch (ñOeGVò), the Support 

Institutions (ñSicherheitseinrichtungenò), the insurance companies and Allgemeine 

Bausparkasse reg.Gen.m.b.H.  

The Volksbank Sector is made up of the so-called ñPrimary Levelò (ñPrimªrstufeò) together 

with VBAG and certain subsidiaries within the VBAG Group (ñVBAG-Gruppeò or 

ñVBAG-Konzernò, being VBAG and its subsidiaries in Austria and abroad). The 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 Volksbank 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 members of the 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 parties (see also "Principal fields of activity").  

The Volksbank-Sector (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, 

Volksbank-Quadrat Bank AG, IK Investmentbank 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 regional Volksbank 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 accountable self-responsibility. 

In this regard bank management is subject to special governmental-public control (the 

Financial Market Authority) and internal control.  

The advantage of the regional Volksbanks is rooted in the customer's proximity to the 

decision-making process. Volksbank Sector (as defined above) is a vertically organised 

system in which the independent entities work together. On the basis of common goals they 

withdraw certain individual functions from their autonomous decision-making realm and 

transfer them to other members of Volksbank Group to be fulfilled ("Subsidiarität"). This 

principle regulates the relationship between decentralised units (local Volksbanks) and 

centralized units (Österreichischer Genossenschaftsverband and VBAG). The centralised 

units' function is intended as supplemental assistance for the (decentralised) members. 

Each financial institution within Volksbank Sector must be a member of the Österreichische 

Genossenschaftsverband (Schulze-Delitzsch) ("OeGV"). The Association of Austrian co-

operatives was founded in 1872 and also has non-financial (industrial and commercial) co-

operatives as its members. The credit division of OeGV, which consists of the Volksbank 

Verbundôs financial institutions, has a key position in co-ordinating the Volksbank Verbund 

and managing the Volksbank Verbundôs support funds. 
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In addition to its function as central institution, VBAG indirectly ï through Volksbank 

International AG and Investkredit Bank AG - holds interests in banks in Slovakia, the 

Czech Republic, Hungary, Slovenia, Croatia, Romania, Bosnia and 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 

Issuer ï Business history and business development of VBAG - 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 (see "Major 

Shareholders"). The Austrian Volksbanks are (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 shareholders' meetings. 
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Simplified depiction of selected members of the Group 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3.5 Trend information  

Statement  

Since the end of the period covered by the last audited financial statements, VBAG has not 

been immune 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 VBAG, together with almost all other banks, predict future funding 

opportunities. In the first quarter of 2009 the Issuerôs consolidated profit and loss statement 

showed a negative result of EUR 77,817,000.00 after deduction of taxes. For further details 

Österreichischer Genossenschaftsverband ("OeGV") 

(Schulze-Delitzsch) 

Sicherheitseinrichtungen (Support Institutions) 

Gemeinschaftsfonds (joint fund)ï Schulze-Delitzsch-Haftungsgenossenschaft ï Volksbanken-

BeteiligungsgesmbH 

62 REGIONAL VOLKSBANKS 

 

BUILDING SOCIETY 

ABV-Allgemeine Bausparkasse reg. 

Gen.m.b.H. 

 

INSURANCES 

Victoria-Volksbanken Versicherung 

AG 

Victoria-Volksbanken 

Pensionskassen AG 

Victoria Volksbanken  

Mitarbeiter-vorsorgekasse AG 

Volksbanken-Versicherungsdienst 

GmbH 

PARTICIPATION CAPITAL ISSUE 

Volksbank-Quadrat Bank AG 

VOLKSBANK AG (VBAG) 

GROUP 

SEGMENTS 

Å RETAIL 

Å CORPORATES 

Å REAL ESTATE 

Å FINANCIAL MARKETS 

VOLKSBANK INTERNATIONAL 

Other shareholders: 

BFBP:          24.5% 

DZ BANK / WGZ-Bank: 24.5 % 

51.0%  

%% 

*) 

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

**) Membership in OeGV 

Source: Issuer as of 8 June 2009 

**) **) 
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BUILDING SOCIETY 

ABV-Allgemeine Bausparkasse rGmbH 

(150,000 members) 

 

INSURANCES 

Victoria-Volksbanken Versicherung AG 

Victoria-Volksbanken Pensionskassen AG 

Victoria-Volksbanken Mitarbeitervorsorgekasse 

AG 

Volksbanken-Versicherungsdienst GmbH 

 

OTHER OPERATIONS 

Volksbanken-Akademie 

ARZ Allgemeines Rechenzentrum GmbH 

Volksbank-Reisen GmbH 

see the interim report on the first quarter of VBAG. As to the situation with regard to 

Kommunalkredit and the subscription of participation capital by the Republic of Austria 

please refer to "3. Description of the Issuer ï Business 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 the Issuer's shares in 

Kommunalkredit for a total price of EUR 1.00.  

For further details in connection with recent developments of the international financial 

markets and VBAG's holding in Kommunalkredit, please refer to "3. Description of the 

Issuer ï Business history and business development of VBAG - Recent 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.H.  

 Schulze-Delitzsch-Haftungsgen.rGen.m.b.H. 

 Volksbanken-Beteiligungs GmbH 

 Volksbank-Quadrat Bank AG 

 Victoria-Volksbanken Versicherung 

  

 Advisory Council 

 ARZ Allgemeines Rechenzentrum 

 Back Office Service für Banken GmbH 

  

 Executive Committee 

 CIBP ï International Confederation des Banques 

Populaires 

  

Manfred KUNERT  

Member of the Management Board Supervisory Board 

Investkredit Bank AG 

 Allgemeine Bausparkasse registrierte Genossenschaft 

mit beschränkter Haftung 

 Verwaltungsgenossenschaft der Volksbank Wien, e. 

Gen. (Chairman) 

 VICTORIA-VOLKSBANKEN Vorsorgekasse AG 

 VICTORIA-VOLKSBANKEN Pensionskassen 

Aktiengesellschaft (Chairman) 
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 Wiener Börse AG 

Volksbank Donau-Weinland reg.Gen.m.b.H. 

Zertifikate Forum Austria 

 Gefinag-Holding AG (Chairman) 

Oesterreichische Clearingbank AG  

  

 Advisory Council 

 Finance Trainer Research Institute 

  

 Credit Committee 

 Investkredit Bank AG 

  

 Liquidator 

 B.P. Invest Consult GmbH in Liquidation 

  

 Audit Committee 

 Investkredit Bank AG 

 VICTORIA-VOLKSBANKEN Pensionskassen 

Aktiengesellschaft 

  

Wolfgang PERDICH  

Member of the Management Board Supervisory Board 

 Bank für Ärzte und freie Berufe Aktiengesellschaft 

(Chairman) 

 Schulze-Delitzsch-Haftungsgenossenschaft registrierte 

Genossenschaft mit beschränkter Haftung 

 Verwaltungsgenossenschaft der Volksbank in Wien 

und Klosterneuburg registrierte Genossenschaft mit 

beschränkter Haftung 

 VB Factoring Bank Aktiengesellschaft (Chairman) 

 VB-Holding Aktiengesellschaft (Chairman) 

 VB-Leasing International Holding GmbH (Chairman) 

 VICTORIA ģivotno osiguranje d.d. 

VICTORIA - VOLKSBANKEN Biztosító Zrt. 

Victoria ï Volksbanken Életbiztosító Rt. 

 Victoria ï Volksbanken Pojistovna a.s. (CZ) 

 Victoria ï Volksbanken Poistovna a.s. (SK) 

 VICTORIA-VOLKSBANKEN 

Versicherungsaktiengesellschaft 

 Volksbank International AG (Chairman) 

 Volksbank Wien AG (Chairman) 

Europolis AG 

 DZ Bank Polska S.A. 

 Volksbank-Quadrat Bank AG 

  

 Working Committee 

 Volksbank International AG (Chairman) 
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Volksbank Wien AG (Chairman) 

  

 Managing Director 

 VIBE- Holding GmbH 

  

 Advisory Council  

 Immoconsult Leasinggesellschaft m.b.H. (Chairman) 

  

 Audit Committee 

Bank für Ärzte und Freie Berufe Aktiengesellschaft 

Europolis AG 

VICTORIA-VOLKSBANKEN Poistovna a.s. 

Volksbank International AG (Chairman) 

Volksbank Wien AG (Chairman) 

 

Wilfried STADLER  

Member of the Management Board Management Board 

 Chairman of Investkredit Bank AG 

 Jubiläumsstiftung der Wirtschaftsuniversität Wien, 

Privatstiftung 

 Schweighofer Privatstiftung 

  

 Supervisory Board 

 Telekom Austria AG 

 Wienstrom GmbH;  

 Trodat Holding GmbH 

 ATP Planungs- und Beteiligungs AG (Chairman) 

"Academia Scientiarum et Artium Europaea" 

Privatstiftung  

Walter Just Verwaltungs GmbH 

  

Dieter TSCHACH  

Member of the Management Board Supervisory Board 

 ARZ Allgemeines Rechenzentrum GmbH 

  

 Advisory Council 

 

 
Back Office Service für Banken GmbH (Chairman)  

ARZ Allgemeines Rechenzentrum GmbH 

 

Michael MENDEL 

Member of the Management Board Management Board 

 Investkredit Bank AG 

  

 

Supervisory Board (Aufsichtsrat) 

  

Hans HOFINGER  
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Chairman Management Board 

 CEO of the Association of Austrian Cooperatives 

(Österreichischer Genossenschaftsverband (Schulze-

Delitzsch) and Association counsellor 

Volksbank-Quadrat Bank AG 

  

 Supervisory Board 

 Vice President of Volksbank International AG 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

 Vice President of the governing board of the European 

Association of Co-operative Banks with headquarters in 

Brussels 

 

Advisory Council 

Volksbank Akademie 

 

Executive Committee 

Vice President of Confédération Internationale des 

Banques Populaires  

  

Rainer KUHNLE  

First deputy chairman Management Board 

 Volksbank Krems-Zwettl Aktiengesellschaft 

 Verwaltungsgenossenschaft of Volksbank Krems-Zwettl 

registrierte Genossenschaft mit beschränkter Haftung 

  

 Supervisory Board 

 VICTORIA-VOLKSBANKEN Pensionskassen 

Aktiengesellschaft 

  

 Managing Director 

 VB ï REAL Volksbank Krems-Zwettl Immobilien- und 

Vermögenstreuhandgesellschaft m.b.H. 

  

Franz FRISCHLING  

Second deputy chairman Management Board 

 Chairman of the Management Board of Volksbank 

Vöcklamarkt-Mondsee registrierte Genossenschaft mit 

beschränkter Haftung 

 Volksbanken Holding e.Gen. 

  

Members:  

Harald BERGER  

 Management Board 

 Chairman of the Management Board of Volksbank 

Südburgenland registrierte Genossenschaft mit 

beschränkter Haftung 

 Member of the Management Board of Volksbanken 

Holding e.Gen. 

  

 Supervisory Board 
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 Volksbank Wien AG 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

Volksbank-Quadrat Bank AG 

 Schulze-Delitzsch-Haftungsgenossenschaft reg.GenmbH 

  

Edwin REITER  

 Management Board 

 VOLKSBANK OBERKÄRNTEN registrierte 

Genossenschaft mit beschränkter Haftung 

 Member of the Management Board of Volksbanken 

Holding e.Gen. 

  

 Supervisory Board 

 Gabor Gesellschaft m.b.H. 

  

Hans HOFINGER  

 Management Board 

 CEO of the Association of Austrian Cooperatives 

(Österreichischer Genossenschaftsverband (Schulze-

Delitzsch) and Association counsellor 

Volksbank-Quadrat Bank AG 

  

 Supervisory Board 

 Vice President of Volksbank International AG 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

 Vice President of the governing board of the European 

Association of Co-operative Banks with headquarters in 

Brussels 

 

Advisory Council 

Volksbank Akademie 

 

Executive Committee 

Vice President of Confédération Internationale des 

Banques Populaires  

  

Herbert HUBMANN  

 Management Board 

 Deputy Chairman ADEG Österreich Großeinkauf der 

Kaufleute registrierte Genossenschaft mit beschränkter 

Haftung 

 Volksbanken Holding e. Gen. 

  

 Supervisory Board 

 ADEG Markt GmbH 

 ADEG Österreich Handelsaktiengesellschaft 

 ADEG Verbrauchermärkte GmbH 

 C & C Abholgroßmärkte Gesellschaft m.b.H. 

  

Wolfgang KIRSCH  

 Management Board 

 Chief Executive Officer of DZ BANK AG, Deutsche 

Zentral-Genossenschaftsbank, Frankfurt am Main 

Board of Directors of Banco Cooperativo Espanol S.A. 

(Vice Chairman) 
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Supervisory Board 

Bausparkasse Schwäbisch Hall AG (Chairman) 

R + V  Versicherung AG (Chairman) 

Union Asset Management Holding AG (Chairman) 

Südzucker AG 

Süddeutsche Zuckerrübenverwertungs Genossenschaft eG 

 

Advisory Council 

Landwirtschaftliche Rentenbank 

Liquiditäts Konsortialbank GmbH 

  

Thomas BOCK   

 Management Board 

 VOLKSBANK VORARLBERG e.Gen. 

  

 Managing Director 

 Volksbank Vorarlberg Anlagen-Leasing GmbH 

 Volksbank Vorarlberg Marketing und Beteiligungs-

GmbH 

 Volksbank Vorarlberg Privat-Leasing GmbH 

 Volksbank Vorarlberg Versicherungs-Makler GmbH 

  

 Supervisory Board 

 Volksbank International AG 

 Volksbank-Quadrat Bank AG 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

  

Board of Directors ("Verwaltungsrat") 

JML Jürg M. Lattmann Holding AG in Zug (Switzerland) 

Volksbank AG in Schaan (Liechtenstein), 100 per cent 

subsidiary of Volksbank Vorarlberg e.Gen. 

  

Thomas DUHNKRACK  

 Management Board 

 DZ BANK AG, Deutsche Zentral-Genossenschaftsbank, 

Frankfurt 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 (Chairman) 

 EDEKABANK Aktiengesellschaft, Hamburg 

 VR-Leasing AG (Chairman) 

 Deutsche Genossenschafts-Hypothekenbank AG 

(Chairman) 

 Deutsche Energie-Agentur GmbH 

  

 Member of the board of Directors 

 Cassa Centrale Banca Credito Cooperativo del Nord Est 

SpA 

  

Walter ROTHENSTEINER  

 Management Board 

 Chairman of the Management Board of Raiffeisen 
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Zentralbank Österreich Aktiengesellschaft 

 Österreichische Raiffeisen-Einlagensicherung registrierte 

Genossenschaft mit beschränkter Haftung 

 HK Privatstiftung 

  

 Supervisory Board 

 Casinos Austria Aktiengesellschaft 

 Casinos Austria International Holding GmbH 

 Kathrein & Co. Privatgeschäftsbank Aktiengesellschaft 

 KURIER Redaktionsgesellschaft m.b.H. 

 KURIER Zeitungsverlag und Druckerei Gesellschaft 

m.b.H. 

 LEIPNIK-LUNDENBURGER INVEST Beteiligungs 

Aktiengesellschaft 

 Österreichische Kontrollbank Aktiengesellschaft 

 Österreichische Lotterien Gesellschaft m.b.H. 

 Raiffeisen Bausparkasse Gesellschaft m.b.H. 

 Raiffeisen Centrobank AG 

 Raiffeisen International Bank-Holding 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 National 

Bank 

  

Erich HACKL  

 Management Board 

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

  

Jochen MESSEMER  

 Management Board 

 ERGO Versicherungsgruppe AG 

  

Walter ZANDANELL  

Chairman Management Board 

 Chairman of the Management Board of Volksbank 

Salzburg eG 

 Chairman of the Management Board of Schulze-Delitzsch 

Privatstiftung 

 Chairman of the Management Board of Volksbanken 

Holding e.Gen. 

  

 Supervisory Board 

 ARZ Allgemeines Rechenzentrum GmbH 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

Volksbank-Quadrat Bank AG 

Schulze-Delitzsch-Haftungsgenossenschaft registrierte 

Genossenschaft mit beschränkter Haftung 

Volksbank Graz-Bruck reg. Gen.m.b.H. 
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Advisory Council 

ARZ Allgemeines Rechenzentrum GmbH 

  

  

State commissioners (Staatskommissäre) 

Doris RADL 

Viktor LEBLOCH 

 

  

Members delegated by the Staff Council to the Supervisory Board 

Hans LANG  

Matthäus THUN-HOHENSTEIN 

Richard PREISSLER 

Christian RUDORFER 

Christian WERNER 

Ilse HABERLEITNER 

Michaela POKORNY 

 

 

  

ADVISORY COUNCIL  

  

Werner EIDHERR  

Chairman of the advisory council President (Präsident) 

 President of Österreichischer Genossenschaftsverband 

(Schulze-Delitzsch) 

 

  

  

 Supervisory Board 

 Investkredit Bank AG 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

 Volksbank-Quadrat Bank AG 

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

Schulze-Delitzsch-Haftungsgenossenschaft registrierte 

Genossenschaft mit beschränkter Haftung 

  

Johannes FLEISCHER  

 Management Board 

 Chairman of the board of Weinviertler Volksbank 

registrierte Genossenschaft mit beschränkter Haftung  

 

Hermann GEISSLER 

 

 Management Board 

 GAJA Mittelstandsfinanzierungs AG 

 APK Holding Privatstiftung 

 Privatstiftung zur Bärenhöhle 

 Selah Privatstiftung 

 BONARTES Privatstiftung 

  

 Supervisory Board 

 Volksbank Wien AG 

 Deputy Chairman of KARNALI Projektentwicklung AG 

  

 Managing Director 

 WAVER Beteiligungs GmbH 
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Johannes JELENIK  

Deputy chairman of the advisory 

council 

Management Board 

 Volksbank Kärnten Süd e.Gen. 

  

 Managing Director 

 VB Kärnten Süd Leasing GmbH 

 VB Realitäten Gesellschaft m.b.H. 

  

 Supervisory Board 

 Volksbank Quadrat Bank AG 

  

Franz KNOR  

 Management Board 

 Volksbank Südburgenland registrierte Genossenschaft mit 

beschränkter Haftung  

  

Michael PESCHKA  

 Management Board 

 Chairman of the Management Board of Volksbank 

Eferding-Grieskirchen registrierte Genossenschaft mit 

beschränkter Haftung 

  

Gerhard REINER  

 Management Board 

 Chairman of the Management Board of Volksbank Graz-

Bruck registrierte Genossenschaft mit beschränkter 

Haftung 

  

 Supervisory Board 

 Volksbank, Gewerbe- und Handelsbank Kärnten 

Aktiengesellschaft 

  

Othmar SCHMID  

 Management Board 

 Österreichische Apothekerbank registrierte 

Genossenschaft mit beschränkter Haftung 

  

 Managing Director 

 APO-Holding Gesellschaft m.b.H. 

  

Gerhard SCHWAIGER  

 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 Innsbruck-Schwaz Versicherungsservice 
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GmbH 

  

Claudius SEIDL  

 Management Board 

 VR-Bank Rottal-Inn eG 

  

Peter SEKOT  

 Management Board 

 Deputy Chairman of the board of VOLKSBANK 

MARCHFELD e.Gen.  

  

 Supervisory Board 

 Volksbanken-Beteiligungsgesellschaft m.b.H. 

Volksbank-Quadrat Bank AG 

Schulze-Delitzsch-Haftungsgenossenschaft reg.GenmbH 

 

 

 

Bernd SPOHN  

 Management Board 

 Deputy Chairman of the board of the Österreichischer 

Genossenschaftsverband (Schulze-Delitzsch) 

Vereinigung österreichischer Revisionsverbände 

 FOG, Forschungsverein für Genossenschaftswesen 

(Chairman) 

  

 Supervisory Board 

 Volksbanken ï Versicherungsdienst ï Gesellschaft 

m.b.H. 

 

 Managing Director 

 TREUGENO Steuerberatungs- und 

Wirtschaftsprüfungsgesellschaft mbH 

  

Josef TREML  

 Management Board 

 Chairman of the board of VOLKSBANK 

VÖCKLABRUCK-GMUNDEN e.Gen.  

  

Sonja ZWAZL  

 President 

President of the Lower Austrian Economic Chamber  

  

  

 Management Board 

 RAIFFEISEN-HOLDING NIEDERÖSTERREICH-WIEN 

registrierte Genossenschaft mit beschränkter Haftung 

  

 Supervisory Board 

 NÖ Bürgschaften GmbH 

 NÖ Kulturwirtschaft GesmbH 

 

The business address for all members of the Management Board, the Supervisory Board and 

the Advisory Council is Kolingasse 19, A-1090 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 are no family 

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.) 

Österreichischer Volksbankenverbund including Volksbanken 

Holding eingetragene Genossenschaft ("Volksbanken Holding 

e.Gen.") 

 

 

58.2 

DZ BANK group 25.0 plus 1 share 

Raiffeisen Zentralbank Österreich Aktiengesellschaft 6.1 

ERGO group (Victoria insurance) 10.0 

Others 0.7 

Total 100.0 

 

The shares in Volksbanken Holding e.Gen. are held by 50 (regional) Austrian Volksbanken 

and 9 co-operative societies (sonstige Erwerbs- und Wirtschaftsgenossenschaften) 

(altogether 93.70 per cent), Österreichischer Genossenschaftsverband (Schulze-Delitzsch) 

(1.01 per cent), Volksbanken-Beteiligungsgesellschaft 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 direct shareholdings.  

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 thereon, are incorporated 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 VBAG (for the years 2008 and 2007 according to IFRS) 

 

 31 December 

2008 

in euro 

thousand 

31 December 

2007 

restated* 

in euro 

thousand 

Changes in 

EUR  

in euro 

thousand 

Changes 

in %  

31 December 

2007 

published 

in euro 

thousand 

Assets      

  1. Liquid funds 3,897,897 3,172,239 725,657 22.88% 3,200,392 

  2. Loans and advances to credit 

institutions 

5,574,957 4,628,380 946,577 20.45% 11,367,838 

  3. Loans and advances to 

customers 

28,818,341 24,764,279 4,054,062 16.37% 39,047,815 

  4. Risk provisions  -606,297 -500,761 -105,536 21.08% -502,414 

  5. Trading assets 1,085,598 981,047 104,551 10.66% 1,008,738 

  6. Financial investments  8,961,634 8,491,050 470,584 5.54% 18,195,539 

  7. Assets for operating lease 1,852,592 1,411,742 440,850 31.23% 1,417,796 

  8. Investments in associates 

measured at equity 
126,306 

 

30,306 96,000 >200% 103,091 

  9. Participations 769,814 248,048 521,766 >200% 249,417 

10. Intangible fixed assets  129,822 305,535 -175,713 -57.51% 455,087 

11. Tangible fixed assets  290,070 270,020 20,050 7.43% 308,409 

12. Tax assets 418,341 137,557 280,784 >200% 141,291 

13. Other assets 1,604,690 1,760,603 -155,913 -8.86% 3,647,829 

14. Assets of a disposal group 0 32,940,784 -32,940,784 -100.00% 0 

Total assets 52,923,765 78,640,829 -25,717,064 -32.70% 78,640,829 

      

Liabilities and equity      

  1. Amounts owed to credit 

institutions 
18,686,846 15,573,105 3,113,741 19.99% 24,200,454 

  2. Amounts owed to customers 11,829,455 10,191,237 1,638,219 16.07% 10,850,921 

  3. Debts evidenced by 

certificates 
15,212,758 13,435,906 1,776,852 13.22% 33,108,714 

  4. Trading liabilities 787,618 319,393 468,226 146.60% 329,024 

  5. Provisions  181,535 187,580 -6,044 -3.22% 203,763 

  6. Tax liabilities 173,142 153,454 19,688 12.83% 160,770 

  7. Other liabilities  1,814,264 2,179,876 -365,612 -16.77% 4,873,324 

  8. Liabilities of a disposal group 0 32,195,881 -32,195,881 -100.00% 0 

  9. Subordinated liabilities  2,014,314 1,457,018 557,296 38.25% 1,966,480 
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10. Equity 2,223,833 2,947,380 -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 1,346,996 -353,767 -26.26% 1,346,996 

Total liabilities and equity 52,923,765 78,640,829 -25,717,064 -32,70% 78,640,829 

* 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 concerning 

the sale of Kommunalkredit. Accordingly, the date of deconsolidation was 3 November 2008. Since the beginning of the negotiations 

of the sale in October 2008, Kommunalkredit has been presented as a disposal group in accordance with IFRS 5. The comparative 

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.  

 

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

December 2007 published and 31 December 2007 restated 

 
 

1-12/2008 

in euro 

thousand 

1-12/2007 

restated* 

in euro 

thousand 

Changes 

in euro 

thousand 

1-12/2007  

published 

% 

1 ï 12 / 

2007 

published 

in euro 

thousand 

1. Interest and similar income and 

expenses 1,232,554 741,283 491,271 66.27% 804,339 

2. Income from associates measured 

at equity 
 

2,751 19,345 

 

-16,593 

 

-85.78% 26,389 

I. Net interest income 1,235,306 760,628 474,678 62.41% 830,728 

  3. Risk provisions -154,952 -96,400 -58,553 60.74% -89,915 

  4. Net fee and commission income 202,698 175,860 26,837 15.26% 191,603 

  5. Net trading income 41,359 55,882 -14,523 -25.99% 57,489 

  6. General administrative expenses -682,809 -581,974 -100,835 17.33% -622,313 

  7. Other operating result  -165,465 -3,768 -161,698 >200.00% 762 

 8. Income from financial investments -293,625 -2,161 -291,464 >200.00% 234 

9. Income of a disposal group -584,360 80,053 -664,413 <-200.00% 19,533 

II. Annual result before taxes -401,849 388,121 -789,969 <-200.00% 388,121 

10. Income taxes 156,023 -36,639 192,662 <-200.00% -41,085 

11. Income taxes of a disposal group 34,957 -5,572 40,529 <-200.00% -1,126 

III. Annual result after taxes  -210,869 345,910 -556,778 -160.96% 345,910 

Profit attributable to shareholders 

of the parent company 

(Consolidated net income) -152,012 219,682 -371,694 -169.20% 219,682 
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Profit attributable to minority 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 

concerning the sale of Kommunalkredit. Accordingly, the date of deconsolidation was 3 November 2008. Since the beginning of 

the negotiations of the sale in October 2008, Kommunalkredit has been presented as a disposal group in accordance with IFRS 

5. The comparative 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 (stand-alone for the years 2008 and 2007) 

 

            31 December 2008 31 December 2007 

              (in EUR ) (in EUR) 

Assets   

1. Cash in hand, balances with 

central banks 

932,989,386.66 1,349,782,438.42 

2. Treasury bills and other bills 

eligible for refinancing with 

central banks 

1,147,393,106.57 1,065,435,706.63 

3. Loans and advances to credit 

institutions 

17,934,527,953.66 13,452,167,012.53 

4. Loans and advances to 

customers  

4,300,252,565.84 3,761,011,421.14 

5. Debt securities including 

fixed-income securities 

4,908,795,633.23 4,549,243,694.36 

6. Shares and other variable 

yield-securities 

448,199,877.13 454,678,436.49 

7. Participating interests 70,265,807.11 45,801,777.95 

8. Shares in affiliated 

undertakings 

2,397,279,542.80 2,234,185,259.85 

9. Intangible fixed assets 3,738,029.67 1,356,728.77 

10. Tangible assets 7,246,658.42 7,595,384.38 

11. Own shares as well as shares 

in a controlling company or in a 

company holding a majority of 

shares 

19,913,605,61 17,489,569.36 

12. Other assets 3,009,738,901.98 2,313,710,986.86 

13. Subscribed capital called but 

not paid 

307,725,259.22 233,307,932.36 

Total assets 35,488,066,327.90 29,485,766,349.10 

   

Off -balance-sheet items   
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Foreign assets 10,754,638,169.65 9,164,089,247.84 

   

Liabilities    

1. Liabilities to credit institutions 13,726,344,298.96 11,783,957,062.05 

2. Liabilities to customers 2,816,743,823.18 1,969,387,160.67 

3. Secured liabilities 13,576,214,825.29 11,036,412,237.87 

4. Other liabilities 2,210,410,687.82 2,106,323,995.43 

5. Accruals and deferred income 14,102,566.34 8,694,302.40 

6. Provisions 134,502,991.65 121,191,999.69 

7. Subordinated liabilities  563,380,532.33 557,980,532.33 

8. Supplementary capital 568,800,000.00 568,800,000.00 

9. Participation capital 500,000,000.00 0.00 

10. Subscribed capital  345,173,065.29 345,173,065.29 

11. Capital reserves-committed 509,754,252.27 508,318,481.78 

12. Retained earnings  277,387,593.26 298,522,438.10 

13. Liability reserve pursuant to 

Article 23 para 6 BWG 

163,427,575.87 142,292,731.03 

14. Net profit or loss for the year 81,824,115.64 38,712,342.46 

15. Untaxed reserves  0.00 

Total liabilities  35,488,066,327.90 29,485,766,349.10 

   

Off -balance-sheet items   

1. Contingent liabilities   

liabilities from guarantees and 

guarantees from collateral 

4,422,093,030.22 2,870,462,132.67 

2. Credit risks 6,622,262,916,12 6,295,635,268.80 

Of which liabilities from 

repurchasing transactions 

102,202,916.12 117,942,268.00 

3. Liabilities from fiduciary 

transactions 

9,117.35 32,370.94 

4. Eligible qualifying capital acc. 

to § 23 para.14 BWG 

2,726,081,387.96 2,467,670,243.49 

5. Capital requirement acc. to § 

22 para. 1 BWG 

1,245,334,811.26 1,030,741,172.54 

6. Foreign liabilities 4,702,088,136.05 4,663,599,820.54 

 

Income Statement of VBAG (stand-alone for the years ended 31 December 2008 and 31 

December 2007) 
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 31 December 2008                    31 December 2007* 

 (in EUR) (in EUR) 

1. Interest receivable and similar 

income 

1,318,859,782.30 940,986,973.03 

2. Interest payable and similar 

expenses 

-1,343,613,088.03 -945,464,808.99 

I. Net interest income -24,753,305.73 -4,477,835.96 

3. Income from securities and 

participating interests 

705,762,073.89 100,974,258.19 

4. Commissions receivable 64,598,534.44 49,165,849.33 

5. Commissions payable -32,883,671.08 -12,300,414.35 

6. Net profit or net loss on 

financial operations 

44,551,071.19 46,226,455.28 

7. Other operating income 96,413.23 183,826.70 

II. Operating income 757,371,115.94 179,772,139.19 

8. General administrative 

expenses 

-130,385,769.64 -106,148,759.53 

9. Value adjustments in respect 

of asset items 9 and 10 

-3,586,377.55 -2,539,970.57 

10. Other operating expenses -157,773.09 -167,469.73 

III. Operating Expenses -134,129,920.28 -108,856,199.83 

IV. Operating Result 623,241,195.66 70,915,939.36 

11.Value adjustments in respect 

of loans and advances and 

provisions for contingent 

liabilities and for commitments 

-84,757,599.81 -58,329,245.52 

 

12. Value re-adjustments in 

respect of loans and advances 

and provisions for contingent 

liabil ities and for commitments 

149,385,707.07 55,558,218.45 

13. Value adjustments in respect 

of transferable securities held as 

financial fixed assets, 

participating interests and shares 

in affil iated undertakings 

-593,101,425.67 -22,194,885.46 

14. Value re-adjustments in 

respect of transferable securities 

held as financial fixed assets, 

participating interests and shares 

in affiliated undertakings 

7,582,427.01 54,405,516.60 

V. Profit or Loss on ordinary 

activities 

102,350,304.26 100,355,543.43 

15. Tax on profit or loss -16,500,053.60 1,563,689.15 

16. Other taxes not reported 

under item 15 

-5,050,250.66 -476,510.51 
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VI. Profit or loss for the year 

after tax 

80,800,000.00 101.442.722,07 

17. Changes in reserves 0.00 -64,301,159.00 

VII. Net income for the year 80,800,000.00 37,141,563.07 

18. Profit or loss brought forward 1,024,115.64 1,570,779.39 

VIII. Net Profit or Loss for the 

year 

81,824,115.64 38,712,342.46 

Sources: Financial statements as of 31 December 2008 and 2007 of VBAG on a consolidated and a stand-alone basis 

Auditors' Report 

The auditors' reports on 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 disclosed in this chapter "Material changes in the financial position of VBAG", 

there have been no significant or material adverse changes in the financial position of 

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, Österreichische Volksbanken-Aktiengesellschaft published its 

consolidated financial statements, reporting a loss of EUR 152 million. The single-entity 

financial statements of Österreichische Volksbanken-Aktiengesellschaft show an annual 

result for the year of EUR 80.8 million. This annual result ensures that all profit-related, 

subordinated bonds as well as supplementary capital bonds and hybrid capital bonds can be 

serviced. In view of the outstanding participation capital, the VBAG Managing Board will 

propose a profit distribution to the annual general meeting on 28 May 2009.  

Negotiations on the utilisation of participation capital in accordance with the Austrian 

Financial Market Stabilisation Act were conducted quickly. The participation capital in a 

total amount of EUR 1 billion has been issued 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 

Issuer ï Business history and business development of VBAG - Recent developments" and 

"3.5 Trend information" above 

3.9 Legal and arbitration proceedings  

In June 2002, VBAG was fined by the European Commission for alleged participation in 

agreements and concerted practices with regard to prices, 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 Communities rejected VBAG's action for annulment against the 

European Commission's 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. VBAG is of the opinion that the imposed fine will not 

negatively influence its financial 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 or in connection with the mentioned fine imposed by the European Commission 

and/or the legal proceedings initiated by VBAG as a result thereof.  

As a result of official tax audits, two fully consolidated subsidiaries of VBAG were ordered 

to pay corporate tax for 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 interest for suspending 

the tax payment). 

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 the sale of Kommunalkredit to the Republic of Austria, please see "3. 

Description of the Issuer ï Business history and business development of VBAG -Recent 

developments" starting on page 41. 

Save as disclosed in this chapter "Legal and 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 on the financial position or the profitability of VBAG or its subsidiaries. 

Furthermore, VBAG is not aware of any such proceedings pending or threatening.  

3.10 Material contracts 

VBAG has, in a dealer agreement (the "Dealer Agreement") dated on or around 9 June 2009 

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 2009, the Issuer signed a framework agreement for guaranteed bond issues 

with the Republic of Austria. Under this framework agreement, the Issuer has the right to 

issue bonds with an aggregate volume of EUR 1 billion 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 of Austria is explicit, unconditional, irrevocable and 

unsubordinated, and it warrants due and timely payment. Furthermore, 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 the Austrian Banking Act). Accordingly, VBAG has issued 

participation capital securities in a total nominal amount of EUR 1,000,000,000 to the 

Republic of Austria. The Grundsatzvereinbarung contains certain covenants and 

undertakings to the Republic of Austria in connection with the issue of the above-mentioned 

participation capital and in connection with the conduct of business of VBAG, which are in 

force as long as the Republic of Austria holds such tier 1 capital. Provided that the Issuer 

decides to make payment on these participation capital securities, holders of such 

participation capital securities participate in the annual profit (Jahresgewinn) of the Issuer. 

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

Save as disclosed in this chapter "Material contracts", 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 VBAG's 

ability to meet its obligations to Noteholders in respect of the Notes being issued. 

3.11 Documents 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 870 independent banks 

with a total of 4.286 branches (Source: Statistisches Jahrbuch 2009, 439). The structure of 

Austria's 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 co-operatives) 221,977.28 

Volksbanken (credit co-operatives) 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 distinctions between the sectors. Today, 

commercial banks, savings banks and co-operative 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 

harmonised with EU directives. 

Austrian Banking Act 

The legal framework of the banking system was reformed in 1993 with the passing of the 

Bankwesengesetz 1993 (the "Austrian Banking Act"), which was part of the 

Finanzmarktanpassungsgesetz 1993 (the "Financial Markets 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 Convergence of Capital Measurement and Capital Standards" issued by the 

Basel Committee on Banking Supervision's (Basel II) 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 institutions. Since an amendment has entered into force on 1 January 
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2008, the Austrian National Bank is solely responsible to undertake on-site audits of credit 

institutions upon instruction by the FMA. 

Regulation and Supervision 

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

in a number of statutes, including the Financial Markets Supervision Act, the Austrian 

Banking Act and the National Bank Act 1984, the Financial Conglomerates Act, and the Act 

on Covered Bank Bonds, each as amended. The Austrian Banking Act contains most of the 

essential 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 regulations 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 

position in the system of European Central Banks. 

Under the Financial Markets Supervision Act and the Austrian Banking Act, the supervision 

of Austrian credit institutions and of the branches of foreign banks in Austria is the 

responsibility of the FMA, assisted by the Austrian National Bank, which has the sole 

competency to make on-site bank audits. The FMA may take a variety of actions under the 

Austrian Banking Act to supervise credit 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 service provider on behalf of the FMA. The content of such reports is set forth 

in more detail in the disclosure regulations (Ausweisungsrichtlinien) and contains a 

statement on asset, income and risk (Vermögens- Erfolgs- und Risikoausweis) which is to be 

reported on a quarterly basis. Furthermore, credit institutions have to file a monthly report 

on the compliance with regulatory standards (Ordnungsnormenausweis) which contains data 

on solvency (i.e. minimum capital requirements according to Basel II), own funds, liquidity, 

large exposures and non-financial 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 Finance"), 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 been transferred 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 other relevant legislation and 

regulations by Austrian credit institutions and financial institutions, both at home and 

abroad, and by foreign banks operating in Austria. In accordance with EU Law and the 

Austrian Banking Act, credit and financial institutions organised in and regulated by the 

authorities of EEA Member 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 the European 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 credit institutions. 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 Austrian credit institutions. Austria's 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 regulations 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, solely responsible to undertake on-site bank audits. 

Capital Adequacy Requirements 

Under Austrian risk-based capital adequacy rules, which are based on EU law, each credit 

institution must maintain a ratio (the "Solvency Ratio") of at least 8 per cent. of the credit 

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 entitled to impose 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 Funds" as consisting principally of (i) paid-in 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, (ix) the 

commitments of members of cooperative credit institutions to make additional contributions 

quantified in relation to their shareholdings, (x) short-term subordinated capital and (xi) 

only for the purpose of supervision on a consolidated basis, hybrid capital. 

Certain losses, certain intangible assets and certain investments in credit institutions or 

financial institutions are required to be deducted from equity in computing Qualifying 

Capital. "Core Capital" consists of (i) paid-in capital, (ii) disclosed 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 Capital, must 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 

Capital) reflects a concept similar to "Tier 2 Capital".  

In June 2004, the Basel Committee published the Basel II 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 losses. Basel II 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 II into 

Austrian law entered into force. Furthermore, on 10 October 2006, two FMA regulations, 

the Solvability Regulation (Solvabilitätsverordnung) and the Disclosure Regulation 

(Offenlegungsverordnung), which comprise mainly the technical details of Basel II entered 

into force. As of such date, the weighted claims (which constitute the calculation base for 
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the Solvency Ratio) are to be calculated in accordance with the rules prescribed by Basel II 

as implemented by the Austrian Banking Act and the FMA regulations. 

Consolidated capital adequacy requirements must be met not only by a credit institution, but 

also by the credit institution together with all other financial services companies 

(comprising credit institutions, financial institutions, securities firms and undertakings 

conducting ancillary banking services) in the credit institution's group. For this purpose, the 

group consists of the parent company credit institution and all other financial services 

companies which it controls or in which it holds (among other preconditions) more 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 

National 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 ratio amounts to 2.00 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 

guarantee scheme of its sector within the banking system. Non-membership 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 every customer EUR 20,000 for its deposits in 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 amount (from 1 January 2010 

onwards it will be up to an amount of EUR 100,000), and (ii) if such 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 insurance fund.  

Payments made by a guarantee 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 deposits, subject to a maximum contribution amount of EUR 50,000 per 

depositor. The balance between the maximum contribution amount and the secured deposit 

is met by the state. Each credit institution has to contribute an annual amount of 1.5 per cent 

of its weighted claims (which is the calculation base for solvency purposes), subject to 

certain reductions in case of multiple payouts during a period of five years. VBAG has to 

be, and is, a member of the Schulze-Delitzsch-Haftungsgenossenschaft registrierte 

Genossenschaft mit beschränkter Haftung (the Schulze-Delitzsch 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 the Joint Security 

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, no member bank 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 regulations 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 statements must 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 

statements, 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 with certain regulatory requirements, and 

to include in their long-form 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 but also sector-related 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 Federal Act 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 insurance undertakings.  

The powers under the IBSA last until 31 December 2009 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 and hence, to prevent liquidity problems 

caused by credit institutions retaining surplus liquidity instead of on-lending it to other 

banks. Furthermore, the Finance Minister may assume against consideration liabilities for 

the benefit of holders of securities with a term of maximum five (5) years to be issued by 

credit institutions in order to encourage the medium-term refinancing of Austrian credit 

institutions. The outstanding amounts connected with measures pursuant the IBSA may not 

exceed EUR 75 billion. VBA G has consequently issued two bonds with a total amount of 

EUR 2 billion guaranteed by the Republic of Austria. 

The Financial Market Stabilisation Act entitles the Finance Minister to take measures for 

the recapitalisation of credit institutions and insurance undertakings (the "Relevant 

Entities") (i) in order to remedy a considerable disruption within Austria's economic life, 

(ii) to ensure the macroeconomic balance as well as (iii) for the protection of the national 

economy of Austria. The measures comprise the assumption of liabilities for the benefit of 

obligations of the Relevant Entities and for the benefit of obligations vis-à-vis the Relevant 

Entities, the provision of facilities and own funds for Relevant Entities and the acquisition 

of shares. Furthermore, in the case that a performance of a Relevant Entities' obligations 

vis-à-vis its creditors is jeopardised, the Finance Minister may as last remedy acquire shares 

in such Relevant Entity against consideration. The shares acquired in accordance with the 

provisions of the Financial Market Stabilisation Act have to be privatised upon the 

achievement of the intended purpose upon consideration of the market conditions. The 

outstanding amounts connected with measures pursuant the Financial Market Stabilisation 

Act may not exceed EUR 15 billion. The issue of VBAG of participation capital to the 

Republic of Austria was effected under the Financial Market Stabilisation Act. 

The Finance Minister is entitled to set forth conditions and requirements for the measures 

according to the Financial Market Stabilisation Act. In this context, specific provisions may 
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be imposed regarding the following aspects: the business focus (in connection with credit 

institutions, in particular the supply of small and middle size enterprises with loans), the 

application of the received funds, the remuneration of managers, tier 1 requirements, 

dividend policy, measures for safeguarding jobs, the period within which the requirements 

must be met, measures for the prevention of distortion of competition as well as the legal 

consequences for non-compliance 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 on Covered Bank Bonds (Gesetz über fundierte 

Bankschuldverschreibungen). The investors' claims under such Notes are secured at all 

times by a separate pool of certain eligible assets (Deckungsstock). 

Such cover assets are listed in special registers kept by the Issuer. 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 and other 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 register.  

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 Covered Bonds. 

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 association that the cover 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 shortfall 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 (Treuhänder) has been appointed for 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 Trustee's primary task is to ensure that the 

required cover assets for the Covered Bonds, and the claims of derivative counter-parties 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 Issuer, applicable 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. The asset pool would be administered by a special court-appointed 

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 that become 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 

liquidated in accordance 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 will be used (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 

constitute general liabilities of the credit 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 claims being limited to the (foreseeable) shortfall, if any, they may suffer in the 

liquidation 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 Covered Bonds. 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 holders arising 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 Programme will be issued according to the following Terms and 

Conditions (the Conditions). They will be supplemented by "Supplemental Terms and 

Conditions for Cash-or-Share-Notes" (sec 5.2) for cash-or-share Notes ("reverse convertible 

notes").  

The provisions of the 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 Terms) (by way of reference to the respective items of the Final Terms stated in 

brackets). Terms which are printed in italics in the Conditions are defined 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 

Conditions, to the extent permitted by applicable laws and regulations.  

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 Terms may be obtained free of charge from these offices, provided that, in the case of 

Notes which are neither listed on any stock exchange nor which are/or have been offered 

publicly, copies of the relevant Final Terms will only be available to holders of the Notes 

(the Noteholders). 

Where a non-binding translation of the Terms and Conditions of the Notes is attached, 

it is hereby noted that the Austrian Financial Markets Authority has not reviewed the 

cor rectness of such translation. 

 

§ 1 

(Currency. Form. Type of Issue. Denomination. Representation. Custody) 

 

(1) Currency. Form. Österreichische Volksbanken-Aktiengesellschaft (the Issuer) issues 

Notes (the Notes) in the currency determined in the Final Terms (item 8) (the Specified 

Currency). The Notes are bearer instruments and are freely transferable. 

(2) Type of issue. The Notes are issued as permanent issue or as single issue, as determined 

in the Final Terms (item 3). The issue price is determined in the way specified in the 

Final Terms (item 11(i)). In the case of a permanent issue (which is an issue of Notes that 

may be subscribed during the term of the Notes), the issue price shall be determined in 

the Final Terms (item 11(i)) as of the start of the term of the Notes and shall then be fixed 

by the Issuer continuously according to the market conditions prevailing from time to 

time.  

(3) Denomination. The Notes are issued in an aggregate principal amount as determined in 

the Final Terms (item 9) or in the number of units specified in the Final Terms (item 9) 

and are divided into denominations with the specified denomination (or the specified 

denominations) specified in the Final Terms (item 10) (each a Specified Denomination). 

(4) Representation. As determined in the Final Terms (item 36), the Notes are represented 

as follows: 

(a) Permanent Global Note. The Notes are represented by a permanent global note 

(the Permanent Global Note) without coupons. Each Permanent Global Note shall 

bear the manual or facsimile signatures of two duly authorised officers of the Issuer 

or its representative and shall be, depending on the Issuer's selection, signed by or 
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on behalf of the Principal Paying Agent with a control signature. Definitive notes 

or coupons will not be issued. 

(b) Temporary Global Note. The Notes are initially represented by a temporary 

global note (the Temporary Global Note) without coupons. The Temporary Global 

Note shall be exchanged for Notes represented by a Permanent Global Note (both a 

Global Note) without coupons. The Temporary Global Note and the Permanent 

Global Note shall each bear the manual or facsimile signatures of two duly 

authorised officers of the Issuer or its representative and are to be signed by or on 

behalf of the Principal Paying Agent with a control signature. Definitive notes or 

coupons will not be issued. 

The Temporary Global Note shall be exchanged against the Permanent Global 

Note on a date (the Exchange Date), which is no later than 180 days after the 

issuance of the Temporary 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 exchange may only be effected upon presentation of certificates, according 

to which the economic owner(s) of the Notes 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 only be effected 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 issuance day of the Temporary Global Note is treated as a request for 

exchange of this Temporary Global Note. Securities, which are delivered in 

exchange for the Temporary 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 Mariana Islands). 

The Noteholders hold a co-ownership share in each Global Note which may be 

transferred according to the applicable law and the provisions and rules of the 

clearing system (if applicable). 

(5) Custody. Each Temporary Global Note (to the extent not exchanged) and/or each 

Permanent Global Note will, depending on the Final Terms (item 49) either be deposited 

with the Issuer (deposit with Issuer) or with or in the name of a Clearing system until all 

obligations of the Issuer under the Notes are met. Clearing System means the clearing 

system(s) determined in the Final Terms (item 49) and each successor in this function.  

 

§ 2 

(Status) 

 

(1) Status. The Notes may be senior Notes, subordinated Notes, Tier 1 Notes or covered 

Notes, as determined in the Final Terms (item 15). 

(2) Senior Notes. Notes that are specified in the Final Terms (item 15) to be senior Notes 

constitute direct, unconditional, unsecured and unsubordinated obligations of the Issuer 

and rank pari passu among themselves. 

(3) Subordinated Notes. Notes that are specified in the Final Terms (item 15) as 

subordinated (ie "Subordinated Capital Notes", "Short Term Subordinated Capital Notes", 

"Supplementary Capital Notes" or "Subordinated Supplementary Capital Notes") 
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constitute unsecured and subordinated (pursuant to sec 45 para 4 of the Austrian Banking 

Act 1993 as amended (Bankwesengesetz) (the Austrian Banking Act) obligations of the 

Issuer ranking pari passu among themselves and pari passu with all other subordinated 

obligations of the Issuer other than subordinated obligations which rank senior to the 

Notes or are preferred by law. In the event of liquidation or bankruptcy of the Issuer, the 

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 unsubordinated creditors of 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 the future be provided by the Issuer or any other person to secure rights 

of the Noteholders under the Notes. No subsequent agreement may limit the 

subordination pursuant to the provisions set out in this § 2 or amend the term in respect of 

the Notes to any earlier date or shorten any applicable notice period. 

(4) Covered Bonds. For Notes that are Covered Bonds according to the Final Terms (item 

15), the following shall apply: 

(a) Covered Bonds will constitute direct, unconditional and unsubordinated obligations 

of the Issuer and rank pari passu among themselves. 

(b) Covered Bonds are secured by separated cover assets which are designated to cover 

the Notes pursuant to the Austrian Law on Covered Bank Bonds (Gesetz über 

fundierte Schuldverschreibungen) and which inter alia comprise, as determined 

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 

Switzerland and their provincial governments or municipalities for which the 

competent authorities pursuant 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 guaranteed by any one of the previously mentioned authorities, 

gilt-edged securities and gilt-edged receivables (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, currency risks or debtor 

risks. 

(c) Such assets shall at any time cover at least the redemption amount and the interest 

of the issued covered Notes as well as the prospective administrative costs in case 

of a bankruptcy of the Issuer. 

(5) Tier 1 Notes. For Notes that are Tier 1 Notes according to the Final Terms (item 15), the 

following shall apply:  

(a) The Tier 1 Notes (being those Notes which specify their status as hybrid Tier 1 

capital pursuant to sec 24 para 2 No 5 and 6 of the Austrian Banking Act) 

constitute direct, unsecured and subordinated obligations of the Issuer and rank (i) 

senior to the Bank Share Capital (as defined below) of the Issuer (ii) pari passu 

without any preference among themselves and at least pari passu with all (if any) 

other present and future securities issued by the Issuer which rank pari passu with 

the Tier 1 Notes (pursuant to sec 24 para 2 No 5 and 6 of the Austrian Banking 

Act) and (iii) subordinated to all (if any) present and future senior and other 

unsubordinated and subordinated debt obligations of the Issuer (save for 

subordinated debt obligations which rank or are expressed to rank pari passu with 

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 Tier 1 Noteholders will be entitled to receive repayment 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 to its obligations under the Tier 1 Notes but, for the 

avoidance of doubt, excluding holders of any liability expressed to rank pari passu 

with the Issuer's obligations under the Tier 1 Notes, and (ii) before any distribution 

of assets is made to holders of Bank Share Capital or any other securities of the 

Issuer ranking junior to the Tier 1 Notes. 

Bank Share Capital means the ordinary shares of the Issuer, together with all other 

securities issued by the Issuer (including Vorzugsaktien), ranking pari passu with 

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 Issuer, ranking pari passu among 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 Stärkung des Interbankmarktes 

(Interbankmarktstärkungsgesetz ï IBSG). 

 

§ 3 

(Interest) 

 

Part A ï 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 amount. The Notes shall bear interest on their 

Specified Denominations or per unit annually (as far as not determined otherwise in item 

19(ii) of the Final Terms) at the rate of interest determined in the Final Terms (item 

19(i)), or, if set out in the Final Terms, at the annual fixed coupon amount (item 19(i)) 

from and including the interest commencement date (see item 19(ii) of the Final Terms) 

(the Interest Commencement Date) to and including the interest termination date (see 

item 19(ii) of the Final Terms). Broken interest amounts will be paid unless provided for 

otherwise in the Final Terms (item 19(v)). 

(2) Due date. The Interest Amount (as defined in § 3 part G para 1) is due and payable on 

each Interest Payment Date (as defined in § 3 part G para 5). 

 

Part B ï 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 Denominations or per unit from and including the 

interest commencement date (see item 20(i) of the Final Terms) (the Interest 

Commencement Date) to and including the calendar 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 Payment Date following 

immediately thereafter, but in any event no longer than to and including the interest 

termination date (the Interest Termination Date) specified in the Final Terms (item 
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20(i)). The Interest Amount (as defined in § 3 part G para 1) is due and payable on each 

Interest Payment Date (as defined in § 3 part G para 5). Broken interest amounts will be 

paid unless interest is determined at the end of the Interest Period in which case the Final 

Terms (item 20a(viii) shall contain provisions on the payment of broken interest amounts.  

(2) Rate of Interest. The rate of interest (the Rate of Interest) for each Interest Calculation 

Period (as defined in § 3 part G para 7) 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 (according to the sign) the margin (item 20a(ii) of the Final Terms). 

(3) Ranges. Reference rates. Other details. Range accrual Notes and other Notes shall, to 

the extent provided for in the Final Terms, bear interest on their Specified Denominations 

or per unit from and including the Interest Commencement Date to and including the 

calendar 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 Payment Date following immediately thereafter, at the Rate of Interest, 

depending on whether the reference rate determined in the Final Terms (item 20a(iii) as 

of the determination date or during an observation period determined in the Final Terms 

(item 20a(iv) lies within or outside the ranges determined in the Final Terms (item 

20a(v)). Interest shall be paid not longer than and including the Interest Termination Date. 

The Final Terms (item 20a) may contain further provisions regarding interest for the 

Notes, in particular 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(vii)) shall correspond to the number of figures following the 

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 alternatives, reference 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 extent applicable, also apply to 

Notes the interest on which is not linked to an underlying. 

(4) Interest linked to an underlying. The Final Terms (item 20b) may contain provisions 

regarding the calculation of interest linked to an underlying. In such a case, the interest 

shall be linked to the development of the underlying (the Underlying) or basket of 

underlyings (the Basket) specified in the Final Terms (item 20b(i)). 

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

(i) Underlying is no index. When during the term of Notes whose Underlying 

does not consist of an index (or a Basket of indices) an Adjustment Event 

(as defined below) occurs with regard to the Underlying or one or more of 

the Underlyings contained in a Basket, the Issuer will (i) adjust the 

applicable Conditions in a way that the economic position of the 

Noteholders remains as unchanged as possible by such Adjustment Event 

(eg by substituting the Underlying by another equivalent or nearly 

equivalent value), or (ii) by analogous application of the adjustment which 

the Relevant Options Exchange (as defined below) applies to option 

contracts traded on the respective Underlying, or, if  no option contracts on 

the respective Underlying are traded on the Relevant Options Exchange, 

such adjustment as the Relevant Options Exchange would apply if  

corresponding option contracts were traded on the Relevant Options 

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 Relevant Options 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 such a case it will be in particular taken into account that the 

Conditions of these Notes may deviate from the option contracts. 

 Adjustment Event means (i) any event in relation to the respective 

Underlying upon the occurrence of which the Relevant Options Exchange 

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 respective Underlying, or would effect an adjustment if option 

contracts on the respective Underlying would be traded on the Relevant 

Options Exchange, or (ii) any of the following events, depending on the 

type of Underlying: 

 If the Underlying (or components of Baskets) are shares, an Adjustment 

Event shall additionally be constituted if  an action 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 

capital 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, spin-offs, nationalization, acquisition 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 economic point of view.  

 If the Underlying (or components of 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 

Underlying which require an adjustment of the Underlying, if the basis or 

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 practice and settlement. 

 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 

these events constitute Adjustment Events. 

 In the case of other Underlyings (or components of Baskets), an Adjustment 

Event shall additionally be constituted where a value relevant for the 

calculation (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 Exchange means the option exchange with the highest 

volume of option contracts traded on the Underlying or the stock exchange 

determined by the Issuer in the Final Terms (item 20b(x)). 
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(ii)  Underlying is an index. For Underlyings consisting of an index (or a 

basket of indices) the following applies: 

 If  the Underlying. 

 (A) is published by a subsequent index calculation agent (the Subsequent 

Index Calculation Agent) acceptable to the Issuer instead of the original 

index calculation agent (the Index Calculation Agent), or 

 (B) is replaced by a substitute index (the Substitute Index) which uses the 

same or nearly the same calculation formula and/or method for the 

calculation of the Underlying, 

 the Underlying, as calculated by 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 the calculation 

formula or in the calculation method or another material modification of the 

respective index during the term (except such changes which are foreseen 

for the valuation and calculation of the respective index because of changes 

or adaptations of the components 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 original calculation 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 

calculation method in such a way as deemed appropriate by it.  

 Commercial property rights. The Issuer has been granted the permission 

to use the commercial property rights regarding the Underlying, if required. 

Details are stated in the Final Terms (item 28), to the extent applicable. 

(iii)  Effectiveness of adjustments. Adjustments shall be effective at such point 

in time in which the respective adjustments become effective at the 

Relevant Options 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 Noteholders promptly (whereas a period of five business days 

shall be sufficient in any case) pursuant to § 11 if  adjustments have been 

effected.  

(iv) Binding adjustments. Adjustments according to the preceding paragraphs 

will be effected by the Issuer and are (absent manifest error) binding on all 

persons involved. Further Adjustment Events and/or changes of Adjustment 

Events and/or changes of adjustment measures may be contained in the 

Final Terms (item 20b(xi)). 

(b) Early redemption due to circumstances relating to the Underlying. If (i) the 

Underlying or a component of the Basket is definitively discontinued or no longer 

existing, (ii) the Issuer looses its right to use the Underlying (eg in case the 

Underlying is an index), (iii) the listing of the Underlying or one or more 
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Underlyings contained in a Basket, or in the case of Notes whose Underlying 

consists of one or more indices, of one or more of the components of the relevant 

index, at a reference stock exchange (as defined in item 20b(xii) of the Final 

Terms) (a Reference Stock Exchange) is definitively discontinued due to 

whatsoever reason, (iv) only small liquidity with regard to the respective 

Underlying, 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 Reference Stock Exchange 

is given, or (v) an appropriate adjustment to the changes occurred is not possible or 

not feasible, the Issuer shall be entitled to (without being obliged to) redeem the 

Notes upon a four Business Days notice. The redemption shall be effective on the 

date of notice pursuant to § 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. 

(c) Rate of Interest. Due date. The formula for calculating the Rate of Interest for 

Notes linked to Underlyings (the Rate of Interest), observation period, starting 

value and the method of determination, as the case may be, barrier, determination 

date and/or other 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 Interest Payment Date (as defined below). 

(d) Determination date. Should a determination date with regard to a stock exchange 

listed Underlying (or an Underlying contained in a Basket) fall on a day which on 

the relevant Reference Stock Exchange is not a Trading Day, or should the price of 

an Underlying (be it listed or not listed) not be determinable, the determination date 

shall be postponed according to the Following Business Day Convention (as 

defined in § 5 para 4), except if provided otherwise in the Final Terms. For the 

purpose of these Conditions, a Trading Day shall be deemed any day on which the 

relevant Reference Stock Exchange(s) is (are) open for trading. The closing price 

shall be the value determined and published as closing price on the relevant 

Reference Stock Exchange. Broken interest amounts shall be payable unless 

interest is determined at the end of the Interest Period in which case the Final 

Terms (item 20b(vii) 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 Basket a Market Disruption (as defined below) occurs or continues 

to exist and no value can thus be determined, the determination date shall be 

postponed to the first Business Day on which the market disruption ceases to exist 

and the relevant payment date shall be postponed accordingly. 

Market Disruption means, to the extent the Final Terms (item 20b(xi)) contain no 

other or additional market disruption events, (i) the suspension or limitation of 

trading of the Underlying or one or more Underlyings contained in a 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, of one or more relevant components contained in such index) on the 

Relevant Options Exchange, or (iii) if  the Reference Stock Exchange (see item 

20b(xii) of the Final Terms) does not open for business or closes early (prior to the 

normal close of trading), (iv) if  the price or another relevant value (including rates 
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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 more Underlyings contained in a Basket. 

If the Underlyings (or components of Baskets) are commodities, market disruption 

shall additionally be constituted by (i) material changes in the calculation formula 

or method regarding the relevant commodity, (ii) the introduction, change or 

abolition of any tax concerning the relevant commodity, or (iii) other material 

modifications regarding the relevant commodity. 

If the Underlyings (or components of a Basket) are funds or units in a fund, market 

disruption shall additionally be constituted if (i) no net asset value is published for 

the units in the fund, (ii) the units in a fund can not be redeemed or returned for any 

reason whatsoever, (iii) the fund is closed, merged or becomes insolvent, or (iv) 

other circumstances occur which do not allow 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 disruption to the extent the limitation results 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 disruption 

if such limitation 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 can not be 

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/or changes of market disruption events may 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, especially rules on the 

composition of the Underlying(s) (or the Basket), the observation period, the 

starting value, the barrier and the determination dates. If not stated otherwise, the 

number of figures following the decimal point to which the Rate of Interest und 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 if 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 

Specified Denominations or per unit at the rates of interest determined in the Final Terms 

(item 21) from and including the interest commencement dates (item 21 of the Final 
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Terms) (each an Interest Commencement Date) to and including the interest termination 

dates (item 21 of the Final Terms). 

(2) Due date. Each Interest Amount (as defined in § 3 part G para 1) shall be due and 

payable on each Interest Payment Date (as defined in § 3 part G para 5). 

 

Part D ï 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 

determined 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 Final Terms). 

 

Part E ï No interest payments 

 

For Notes with no interest accrual (item 12 of the Final Terms), no interest is paid. 

 

Part F ï Notes with other interest payments 

 

Notes with other interest payments than those set out in § 3 Part A to Part E bear interest 

pursuant to the Final Terms (item 23). 

 

Part G ï 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 possible after such date on which 

the Rate of Interest is to be determined, the interest amount payable under the Notes (the 

Interest Amount) for the respective Interest Period (as defined below). The Interest 

Amount is calculated by applying the Rate of Interest and 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 nearest minimum unit of the Specified Currency, 

with 0.5 of such unit being rounded upwards. 

(2) Publication of Rate of Interest and Interest Amount. Except in the case of Notes with 

a fixed coupon, the 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 in accordance with § 11 

as soon as possible after their determination, and, if required by the rules of any 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 subsequently be amended (or appropriate alternative arrangements 

made by way of adjustment) without notice in the event of an extension or shortening of 

the Interest Period. Any such amendment will be promptly notified to any stock exchange 

on which the Notes are then listed and to the Noteholders. 
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(3) Maximum and/or Minimum Rate of Interest. The Rate of Interest may be limited by a 

maximum rate of interest and/or minimum rate of interest, as may be determined in the 

Final Terms (item 24). 

(4) Target coupon. If set out in the Final Terms (item 20c(i)), the Notes may carry a target 

coupon (the Target Coupon). Depending on the Final Terms (items 20c(ii) and (iii)), the 

target coupon shall be paid with or without overpayment: 

(a) "with topping up" means: all interest payments made since the Interest 

Commencement 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 Coupon minus 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 Redemption pursuant 

to § 4 para 1 shall be paid in full. 

(d) "without overpayment" 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. 

(5) Interest Payment Date is the day on which interest is paid and which is defined in the 

Final Terms (item 26). In the case an Interest Payment Date falls on a day which is no 

Business Day (as defined in § 5 para 4), the Interest Payment Date will be adjusted 

according to the Following Business Day Convention (as defined in § 5 para 4) unless the 

Final Terms (item 7) provide for the application of another adjustment rule. 

(6) Interest Calculation Base. In these Conditions Interest Calculation Base shall mean:  

(a) If  ISDA Determination applies (item 20a(viii)(A)): The respective ISDA Interest 

Rate (as defined in the following): 

ISDA Interest Rate means 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 obligations under such swap transaction pursuant a 

contractual agreement which includes the 2000 ISDA Definitions and 1998 ISDA 

Euro Definitions published by the International Swap and Derivatives Association, 

Inc., as on the issuance date of the first tranche of Notes as supplemented and 

actualised (the ISDA Definitions), respectively. 

Whereas: 

(i) 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 Definitions called "Designated 

Maturity") is determined in the Final Terms (item 20a(viii)(A)); and 

(iii)  the relevant reset date (item 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 subsection floating rate, Calculation Agent, floating rate option, 

designated maturity and reset date shall have the meanings given to those terms in 

the ISDA Definitions. 
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(b) In the case of screen rate determination (item 20a(viii)(B): 

The offered quotation or the arithmetic mean of such offered quotations (expressed 

as a percentage rate per annum) for deposits in the Specified Currency (item 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 which it is 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)) (the Specified Time) provided 

for on the interest determination date (item 20a(viii)(B)), as determined by the 

Calculation 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 lowest rate, only 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 

quotations.  

The screen page will be determined in the Final Terms (item 20a(viii)(B)) and 

includes any successor page of such screen page (the Screen 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, whose offered quotations were used to determine the offered quotation 

which appeared last on the Screen Page or of other reference banks (see item 

20a(viii)(B) of the Final Terms) (the Reference Banks) to provide the Calculation 

Agent with offered quotations (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, the Interest 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 cases the hundred-thousandth of a 

percentage point, with 0.000005 being rounded upwards) of such offered 

quotations, all as determined by the Calculation Agent. 

If on any Interest Determination Date only one or none of the Reference Banks 

provides the Calculation Agent with such offered quotations, the Interest 

Calculation 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) of the rates, as communicated 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 the relevant Interest 

Period by leading banks in the relevant market; if fewer than two of the Reference 

Banks provide the Calculation Agent with such offered rates, the offered rate for 

deposits in the Specified Currency for the relevant Interest Period, or the arithmetic 

mean (rounded as provided 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 quotations of such banks to the Calculation Agent). If the Interest 

Calculation Base cannot be determined in accordance with the foregoing provisions 

of this paragraph, the Interest Calculation Base shall be the offered quotation or the 
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arithmetic mean of the offered quotations on the Screen Page, as described above, 

on the last day preceding the Interest Determination Date on which such quotations 

were offered. 

(7) Interest Calculation Period is the period which is used for the calculation of interest and 

which corresponds to the Interest Period or, if different, to the period determined in the 

Final Terms (item 27). 

(8) Interest Determination Date means the date determined in the Final Terms (item 

20a(viii)(B). 

(9) Interest Period means each period from and including the Interest Commencement Date 

to and including the calendar date preceding the first Interest Payment Date, and each 

successive period from and including the Interest Payment Date to and including the 

calendar day which precedes the immediately following Interest Payment Date. The 

Interest Period may be determined otherwise in the Final Terms and/or may be subject to 

adjustments. 

(10) Day Count Fraction means, with respect to the calculation of interest on a Note for a 

period of time (the Calculation Period): 

(a) In the case of Actual/Actual (ICMA) (see Final Terms item 25): 

(i) 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 Interest Periods in one year. 

 

(ii)  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) the number of days in such 

Interest Period and (y) the number of Interest Periods in a year, and (B) the 

number of days in such Calculation Period falling in the next Interest Period 

divided by the product of (x) the number of days in such Interest Period and 

(y) the number of Interest Periods in a year. 

(b) In the case of 30/360 (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 30-day month, or (B) the last day of the Calculation 

Period is the last day of the month of February in which case the month of 

February shall not be considered to be lengthened to a 30-day month)). 

(c) In the case of 30E/360 or Eurobond Basis (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 

February in which case the month of February shall not be considered to be 

lengthened to a 30-day month). 

(d) In the case of Actual/365 or Actual/Actual (ISDA) (see item 25 of the Final Terms): 




