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Introduction

The aim of this Bachelor Thesis is to analyze thlecded loan products for businessmen
and small companies. | chose following financiampany for comparison: Komari
banka a.s.Ceskoslovenska obchodni banka a(eska sptitelna a.s and GE Money

Bank a.s.

First | want to concentrate on the offer rangeoahl products for businessmen and smaller

companies in general and then | will compare theest offers of particular banks.

The comparison will be done according to time disgration. These are short term loans,
medium term loans and long-term loans. As a stagmint | chose fictional client with his

requirements and the best offer of chosen bank.

For short-term loan | will evaluate the level oédit restrictions provided by banks with

evaluation of client’s credit score, on the intérase and the fees.

When evaluating medium-term and long-term loandlll @valuate mainly the variability
of the use, conditions of the loan, guarantee stilajed amount of participation. | will also
concentrate on financial load of the loan in insérand fees paid to the banks for the

money sources provided.

Most of the interest rates are defined individuabcording to credit score of the client,
which is calculated based on fiscal statement aal accounting statements. When
calculating interest rate, bank clerks will useitdacts defined in model case and assume

that client has good credit score.

Collection of information will be done based on thablic accessible information from
official web pages of banks and other Internet pagevertising materials and personal
consultations in particular banks. | must expeatesdimitations in the form of information

embargos.

This work will be used by the company Jaromirildiio gain the knowledge about loan
products for small companies and businessmen. Baséoese data it will be able to make
better decision of what product would be more athgeous for this company.



1 Characteristics of the loan products

Loan products are the part of the most active lspkoducts. Another part are money and
capital investments. The name “active” products meethat in the balance sheet these
products are on the side of assets (use of resg)uidee commercial bank offers its clients
temporary loan by these products. This way bankimes creditor and invoices interest to

its debtor, which is price of loan.

Name loan comes from the Latin word credere amdeans to trust, believe or donate.
Loans are understood as time limited, paid progidihmoney and following repayment of
the debt and also the promise that debtor will nmeebligations. In this case is offered
credit of the bank, its good name. Bank does nai l@oney to the acceptor of the credit,
but gives him the promise to do the payment ifoesl not meet its obligation to the third
party. Lending of money is replaced by conditigmayment promise that enables the client
to get loan from other source using its good naBaak is renting its good name, credit
score to its customers. In the case that the peimisealized and bank must pay the debt
of client, the rent of credit becomes money lo&h. [

Banks work on the financial market as:

Subject providing loan

Lending money in the form of classical loans omregting their good name, credit in the
form of provided guarantee.

Acceptor of the loan

Banks are accepting deposits for creditors whoivegarofit in the form of interest. Bung
must be able anytime, on request provide paymeititsse money resources.

Mediator of the loan

It is for example mediating of the loan from pulban programs to support development

of economy.

The relation creditor and debtor can also happéwdsn two banks, they are also lending
or borrowing free money resources which helps thhenkeep the necessary level of
liquidity. [3]



Capital, that would be otherwise unused, is infiren of loan given to the companies
producing goods and services, autonomous autreréie individuals. Loans support
economical activity this way. Bank becomes the eletnon the market that mediates the
flow of money resources between subjects providnogey and subjects accepting money.
For all three parties is the mediation advantageSubject providing money can save his
redundant money safely in any amount and for ang to the bank and he gets interest for
it. Bank can freely operate with these money feegitime and to lend them for money to
the subjects that need the money. From these deb#mk gets interest income which is
higher than the interest that banks pays to credifor the deposit of money. This
difference is called interest margin. On the otiend, debtor will better lend money from

the bank than private owner of the capital. [2]

1.1 How do we divide loans?

Banks divide loans according to different critent groups. This division helps the banks
to consider particular features of loan, the coodg of providing the loan, calculating of
interest rates and last but not least enablesbteitaverage and time accordance of loan

resources.

Loans can be divided by the following criteria:

By securing the loan:

e Secured loans (i.e. blank loans)
e Not-secured loans are divided by the type of seqguri
1) Secured by personal guarantee (f. e. personahigigege, bill securing)

2) Secured by real guarantee (mortgaging of persomleal chattels)

By the relation to the provider:

e bank, conglomerate loans, public (i.e. state loand)provider loans



By the receiver:

e inter-bank, municipal, business loans and loan#fhividuals.

By the purpose:

e consumer, operative, investment, seasonal and ibgdtpans that should cover

momentarily deficiency of resources, mortgage, irhpad export loans.

By the method of loan:

o Based on the state (balance) of the loan objecbwiging (increase) and repayment of

loan is bound to the change of the state of obggabn the creation of resources.

e Overdraft loans — providing and repayment of thanlts done through current account

with common payment system.

e Revolving loan — is used for repeating short-tegads. Loan can be used to the given

limit. It is often used for receivables, resourp8s.

Loans can be divided by the currency to Crown antoand foreign exchange accounts.

Loans are often divided according the length of laarelation:

e Short-time loans have usually maturity under 1 y@aese loans are used for current
assets, seasonal costs, momentary deficiency andial resources. Typical example of
these loans is overdraft loan, collateral loansistime purpose loans and bank guarantees.

¢ Medium-term loans — medium term is described byumitgt under five years. These
are used for financing of investments, paymentafcern to the company, but also for

financing of current assets.

e Long-term loans have maturity longer than 5 yedtese are usually purpose loans
for financing of big investments, housing constiwts or buying of shares. These are the
most risky for the bank and so banks are cautichesmvwproviding these. The condition to
acquire such loan is always detailed analysis effthancial situation of applicant and
evaluation of the income. Long-term loans have lggrest rate and appropriate securing.

Typical example are mortgage and investment Idanps.
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2 Fundamentals of providing loan

All provided loans must be covered by accordingod@p No bank can afford to provide

loan if it does not have loan source of similarlgua

Before bank decides to provide the loan, it is erarg the value of applicant and his

ability to meet the liabilities. Every loan proviienust meet the two basic rules:

o Payoff, it is real certificate about ability to epthe loan in agreed term based on the

reviewing of financial and income situation of #ygplicant in the time of loan’s maturity.

o Profitabilty means interest income from executedivae operations. This income

ensures the economical results of the bank. [5]

Banks takes into consideration the safety, liqyidihd profitability of active trade. It is

also named magical triangle.

e Security — because bank is lending deposits afrgglitors in the form of loan, it has
the duty to invest the money in the safest way iptessTo meet this requirement, bank

must do extensive analysis of client’s credit score

e Liquidity — bank cannot lend all its own and otliieancial resources in the form of

loans, even if it would mean bigger interest incenteart of the money must remain as
liquid reserve so that the bank is anytime ablméet the liabilities to the clients who want
to withdraw their money. The rules of liquidity atefined by Czech National Bank.

o Profitability — major part of the bank’s profit the difference between accepted and
paid loans, so called interest margin. This diifeee gives the information about

profitability of the loan. [2]

In the case of providing the extensive loans, @afigavhen signing loans with long-term
maturity or high risk of payoff, bank signs loamgtomerate — i.e. occasional association
of few commercial banks. The aim is to get enouwgnlresources to divide the risk to
individual members of conglomerate by the size bkirt share (conglomerate
participation). [1]
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Banks invoices interest defined in the loan agregnfier the providing of loan — the
amount is defined by the margin of interest defimethe loan agreement. The interest rate
can change with every new client. One of generatofs influencing this rate are
f. e. maturity, quality of securing the loan, riskte connected to repayment, amount of
loan, interest rate of CNB for the loans providedhe commercial banks and interest rates
from other loan sources. Interest rates are usul@fined in connection to basic interest
rate. Basic (fixed) interest rate is the minimaénest rate for which the bank is willing to
provide the loan. Every bank has different fixeterast rate and some of them do not have
it defined. But if it is set, then it is used foetdrmining of so called movable type
of loans. [1]

Interest rate does not depend only on the factommected to the loan, but also on the
factors that are changing in time and other infagsn These are for example risks
connected to inflation and connected real and nahiimerest rate, change of interest rate
announced by CNB and also risk connected to thegeghaf interest rate PRIBOR on

inter-bank market and foreign interest rates.
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3 Approach when providing loans

3.1 Application for the loan

Applicant must ask the bank for the loan firstisladvisable to get information first under
what conditions he will get the loan. If he thirtkat he can meet the requirements, he will
apply for the loan in written form. He should dastin advance. He can also use the loan

promise of the bank that enables him to get the indhe future.

Application for the loan is written on standardizathted form that must include the type
and amount of needed loan, way and terms of usimgnd repayment of the loan and

suggestion to securing the loan.

3.2 Learning the credit score of applicant

Client of the bank has no legal right for the loamd bank does not give the loan
automatically. Providing of the loan always meask for the bank that future debtor will
not be able to repay his debt, or to pay the istersgreeing the loan is the trade which is

signed after thorough evaluation of financial ditua of the applicant.

So bank is evaluating the credit score of the delmefore signing the agreement,
l.e. economical competency of the loan applicantaliation of credit score is done
through analysis of his financial situation. Sturet of his property is analyzed, his
financial resources that finance the property andré results of his economy. [6]

Bank usually analyses the profitability of the camp first, because it provides the basic
information if the debtor needs loan due to badneowy or if he needs to finance the
facilities necessary for the economical activitsof® is usually analyzed as profitability of
the company. It means that it is compared with mnes, costs, total property and so on.
The most important position in these values beldagxzofitability of property. This value
answers the question in what time will the compamprtize the total property from the
profit, but also financial sources, for exampletesoffs. Analysis of this profit is then
followed by analysis of development of total incoamed financial situation called cash
flow. In this case it is the analysis and evaluatd creation of all own financial resources

that can be used by the company for financingfiévelopment. Analysis of income and
13



financial situation provides information if compaimas enough financial resources to
repay existing debts and if it will be able to remdso the requested loan and interest.
Analysis of creation of financial resources is impat for agreeing and repayment of this
loan. It is clear that company with debts whiclerisating low own financial resources will

not get the loan from bank. [2], [5]

Way, required details and difficulty of the anasydepends on:
« Knowledge of the client’s position, credibility

When evaluating the credit score, the bank disistgs if it is client with history in the

bank or new client.
o Time characteristics of the trade, type, kind ard.s

The evaluation of credit score and agreeing theigiig the financial resources is easier
for short-term and small loans. To verify the pdyof the loan for the starting

businessman only authentic overview of his incoarmescosts should be enough.

Medium-term and long-term loans mean individualleaon of investment project for
which the loan is requested. The influence of thisiness plan on the increase of
production, lowering the costs, increase of pnsfianalyzed, which can be summarized as

hopefulness and effectiveness of investment agtiMi

Evaluation of credit score of the company is theeb#or the decision of the bank if it

should provide the loan, under what conditions ianghat extent.

3.3 Ways of securing the loan

Even when the evaluation of financial situatiortttd company is done in a qualified and
guality way, the economical situation can change thuunexpected external factors or
failure of company’s management, even in the nadéiti short time period. Risks are
higher for medium term and long term loans whenumitgt of repayment is longer. These
are the reasons why bank wants securing of the [Dlagse are different precautions that
should prevent the loss from the loan debt evethencase that debtor is not able to repay

his debt any more.
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To secure the loan following possibilities are used

e Guarantee of another person, legal entity or indgial (in some cases even state).

This person overtakes the commitment to repay ¢t @ the bank.
e Securing by bill of exchange — enables faster sstipm of loan debt

e Deposit — these are personal chattels or rightsaitgaprovided by debtor to the bank
to secure the debt. As deposit can be used for geaimmobilizated deposits and

insurances, some securities and goods or otheevalu
e receivables — debtor hands over the receivables ffis customers to the bank
e mortgage securing — debtor mortgages his realeestdavor of the bank

o transfer of belongings to the ownership of bank

Bank is usually also agreeing the right to autochai@shing of the amount from client’s
account. It is also able to agree so called acaider clause which means that if the loan
agreement conditions are not met by the debtorunbabf the loan is sooner than agreed

term.

3.4 Conditions of the loan repayment

Before signature of loan agreement the repaymenhefloan based on the repayment

calendar is agreed. This calendar includes:
e Way of calculating of individual repayments
o Time distribution of repayments to the whole tintlematurity

e Way of paying the interest [6]

Loan can be repaid by nonrecurring repayment ormiore repayments, regularly

or irregularly.
According to the character of regular payments sgrguish between:

« Payment of loan by the same amounts, so calleditgnrepayment. The payment
includes interest and also partial repayment ofddlet. In the time the repayment of the

debt increases.
15



e In common repayment the amount is not the samthisncase it is the same amount
decreasing the loan by repayment of loan. Intesestlculated based on the remaining

debt and repayment of the debt and interest isratgzh [7]

3.5 Accepting the loan agreement

According to the analysis of credibility and alyilbf client to repay his debt, considering
the guarantees, considering the way of repaymethtcaltulating the price of loan, bank
employees will prepare the suggestion for providimg loan which is then considered by

loan committee or loan board.

After discussing it, if the decision is positivesitten loan agreement is signed. Loan
agreement includes identification of creditor amttdr, the amount of loan, interest rate,
interest time, fees, way of using the loan, terrhsepayment and final maturity of the
loan, purpose of the loan if it is not non-purpdsan, sanction conditions if loan

agreement is not met or for other specific situstio

Part of the loan agreement are general loan conditthat client must accept and that
mean other commitments for him, for example immiadjyainform the bank about changes
of conditions under which the agreement was sigabdut assumed guarantees and debts

for other persons, etc. [2],[8]

3.6 Control of the client by the bank

Loan risks remain for the all time of loan relati@ank controls the debtor for all this time
in the form of continuous monitoring and repeatavgluation of his financial situation. It

uses the same approaches as described above.

At the same time the use of loan for agreed purpesmonitored, keeping the value

securing the loan or further accepting of anotipgra@aches.
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4 Loan products in the chosen banks

Small and medium companies represent big segmanhéips banks to increase the profit.
Offer of the products to these subjects is veryewid/e can say that banks divide all

companies to two basic groups according to the abwfuannual incomes:
e Businessmen, small and medium enterprises

e big companies

4.1 Komeréni banka

Komerni banka includes all companies with annual turnaveler 60 millions CZK into

small and medium companies. This segment is offeeralving possibilities of financing:

a) For operations of the company

Authorized debit on business current account

Credit card for businessmen

Profi loan

Profi loan FIX

EU Profi Loan

Businessman operating loans

Overdraft loan for a definite and indefinite perioftime in CZK and foreign currency

Loan Medicum

b) Financing of investments
Profi loan

EU Profi loan

Loans for investment

Loan for operating and investment needs
17



Profi loan FIX
Loan Medicum

Loan for buying shares or shares in trade companies

c) Loans for realty
Mortgage loan

Program residential house
Development financing

Profi loan [9]

4.2 CSOB

Ceskoslovenska obchodni banka offers small, mediampeanies with annual turnover

under 300 mil. CZK following possibilities:

a) Financing of operating needs

Minimal limits of authorized overdraft of the acedu

Authorized overdraft of current account from 20 QGZK to 5 mil. CZK

Repayment authorized overdraft of current accoinoi(20 000,- CZK to 5 mil. CZK)
Overdraft loan

Revolving loan

b) Financing of investment needs

Small loan for businessmen (from 50 000 to 8 mAKE
Purpose loan

Mortgage loan

CSOB Program for co-financing of projects suppoftedh EU funds [11]

18



4.3 Ceska spditelna

Ceska sptitelna includes to businessmen and small compaaliethe companies with
turnover under 30 millions CZK and it offers them:

a) Finances for small investments
MINI loans

Overdraft loan Profit

Term loan Profit

American mortgages 5 PLUS
Overdratft for the current account
Operating credit

Operating credit 5 PLUS

b) Financing of bigger investment for company’s deMepment
Investment loan
Mortgage loan for legal entities

Investment loan 5 PLUS

c) Buying, repairs or reconstruction of real estate
Mortgage loan for legal entities

Land — mortgage for buying agricultural land [13]

4.4 GE Money Bank

GE Money Bank has divided its clients into indivaditand business subjects. Business
subjects include all legal entities and individualbusinessmen regardless of their annual

incomes.
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They offer following loans:
Express Business

Flexi Business

Operative Business
Operative Credits
Investment Loans
Financing of renovation or privatization of resitiahhouse
Sector of Agriculture
Sector of Light Industry
Sector of Eko-energiy
Medical Business

Legal Business

EU Servis

Financing of Information technology [15]
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5 Analysis of chosen loan products

All analyses of loan products were done based emthdel of fictional client, information
acquired from Internet, advertisement leaflets @edsonal consultations in individual
banks. Calculation of the credit score of fictioglént is not subject of this work and so

when working with interest rate | will suppose tha client has good economy..

5.1 Model of fictional client

51.1 Description of applicant

Brand name: Broxtek s.r.o.

Legal title: Limited Liability Company
Basic capital: 2.000.000,- CzK
Number of partners: 2

Number of employees: 7

Firm has been working in the area of advertisingrfgears.

It is prosperous company which does not have debtie revenue authority nor State
administration of social security. It has only dhierm debts with customers in amount
of 100 000,-K. Receivables are 110 000,¢,Kkmachinery and equipment is 530 000¢: K

Property of the company is taken as basic capital.

Incomes for sales of the own products and servaes increasing, incomes were
3,9 mil. CZK on 3% December 2007. Economic result was 350 008,- K

5.2 Short-term loan

Fictional client would like to get a loan througthish we could variably use the money
according to actual needs of the company. LoanldHzeinon-purposeful with possibility

of changing repayment amounts.
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52.1 Komegni banka

Komerni banka provides authorized overdrafts for busireescount up to 3 mil. CZK.

This loan can be used by present and also newt ddased on the evaluation of his credit
score using his accounting statements. Presemttshgith current account in KB for at
least 6 months can have overdraft of 100.000 CZthaut evaluation of credit score,

based on the turnover of financial resources orctineent account with KB.

Credit and debit balance is always with interesthefannounced interest rate published in
the Announcement of Komari Banka, a. s., which defines the interest rafedeposits
and loans. Interest rate consists of fixed KRS (iage Overdraft Reference Rate), which is

3% and movable rate which is calculated individuall

The present client for whom credit score will net évaluated and who wants to borrow
amount under 100.000 CZK can use fixed interest 1&€%.

Our fictional client could get 300.000 CZK with @rest rate 8%.

Every payment coming to the account repays the éomhenables further use of financial
resources till it reaches the agreed limit of au#sal debit again — in next 180 days
(from the day the debit is used again). [9]

Debit is always secured by blank bill.

If client gets the debit and does not use the measgurces, he would have to pay fee for

reserving the sources of 0,30% of the amount diciged debit.

Documents necessary for the debit use:

Present client who applies for authorized debitanrid0.000 CZK: gives only application
(including Declaration on Word of Honor, Agreemamith forwarding information and
Information about property relations and propernaern) and actual documents with

authorization for doing business.

Present client applying for authorized debit higtiean 100.000 CZK or new client will
need:

22



e application (including Declaration on Word of Hondxgreement with forwarding
information and information about property relatoand property concern) and actual

documents with authorization for doing business.

e Financial statements including income-tax returd egport of auditor, if this report

is available (clients with double entry bookkeeping

e actual statements in extent of balance sheet avftt pnd loss statement (clients with

tax evidence or single entry bookkeeping)

e income tax return including enclosures and additiatata (clients with single entry

bookkeeping)

5.2.2 CsSoB

CSOB overdraft product for small and medium compdawwuthorized overdraft of the
account” (note — classical overdraft loan is preddnly to the bigger companies with

turnover over 10 mil. CZK).

It is non-purposeful loan in the form of agreed atege balance on the current account

or as financial reserve for business.

Overdraft loan limit is generally from 20.000 CZK 8 mil. CZK. The maximum and
interest rate is decided for every client indivitipand based on the evaluation of client’s

credit score or at large. [12]

In the case that client asks only for minimal maxm of loan, i.e. from 20.000 to

50.000 CZK, bank does not evaluate the credit sobient, but loan has interest rate
15%. The condition is the business turnover ofdllent higher than 50.000 CZK a month
(i.e. minimum 600 000,- Ka year).

If clients asks for higher loan limit, he must slypiiscal statement with enclosures. Based
on the evaluation of credit score the bank will\pde money with better interest. In the
case when client is marked in credit score as A€C good clients) — then bank is willing
to lend 85% of client’s business turnover or tumroen his current account, but always the
lower one. Loan is provided with interest rate $2,3f client has credit rate D, bank will
be willing to lend him only 60% of his turnover Wwiinterest rate 14,15%.

Based on the financial statements | gave to thé&,lfational client could use maximum
of 85% of his monthly business turnover 325.00ZKQ@vith interest rate 12,5%.
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In the case of minimal limit, i.e. without evaluatiof client’s credit score, bank would be
willing to lend him maximum of 50.000 CZK with irrest rate 15%.

If client uses the overdraft loan, he would havepdy additional fee 100 CZK for every

month of using the loan.

Overdraft is always secured by blank bill, in socases also by aval of husband/wife or

partners or other legal entities (according toléigal title of applicant).

Processing and providing of money is done in 24rfinom the application request.

5.2.3 Ceska spditelna

As part of Profit program client can use advantageoverdraft facility to the limit
of 1.000.000 CZK, with lowered non-recurring fee%®f classical overdraft loan.
Agreement is signed for the time of one year wiblsgibility to renew. Preparation takes
1-3 days.

The amount of overdraft facilities depends on the ©f the transactions coming to the
account of client. Overdraft can be acquired ewendw client — in this case the overdraft
loan is calculated from the value of credit tratigacon the present account of such client.

Ceska sptitelna offers 2 methods of providing the loan. 6liean choose from following
possibilities:
o If client supplies minimum of one fiscal statemantl final statements based on which

the credit score will be calculated, client can gdvantageous interest of 9-10% for

common overdraft.

e Or he will get fixed interest of 13%. The loan nraym will be defined based on the
turnover of money resources on the present acooiutite client. In our case the client
would get 325 000,- K

In the case of implementation the client must pag-recurring amount 2.500 CZK for
providing of overdraft (this amount is lowered astpf the program Profit) and 300 CZK
a month for administration and conducting the okaftdoan. Classical overdraw would
has the non-recurring payment of 0,5 to 2% of lo@aximum, minimally 5000 CZK
+ 300 CZK a month for using the loan. [14]

Bank needs the guarantee through letter of credfig overdraft limit 1.000.000,- CZK.
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5.2.4 GE Money Bank

Offers the clients business loan Flexi Businesss kverdraft non-purposeful loan. The
amount of this loan depends on the credit scodieft and is provided from 40 000,- to
1 000 000,- K. Interest rate is based on tariff of rates and 12,20% if client supplies at

least 2 fiscal statements. For other clients apphierest rate of 14,30%. Overdraft of the
loan is provided for the time period of 1 year witbssibility to renew. Its amount can be
changed by the client every 3 months. New clientalao acquire the Flexi loan. It is just

necessary to supply the statements from his prexasaount for the last 3 months.

Securing and time of processing

e Overdraft is secured by bill of exchange with awélpartners in the case of legal

entity.

e Inthe case of individual — businessman, loan sl by bill of exchange with aval
of husband/wife. If at least 2 fiscal statements submitted and if he asks for amount
lower than 200.000 CZK, there is no need of guaant

e« For all clients the request is processed in 20 tamuand money are available

in 24 hours.

Interest and fees

Unlike other banks, the interest rate is basedhentable. [17] The amount of overdraft
depends on the credit score of the applicant andpr@vided in amount from
40 000,- to 1.000 000,-K Interest rate is given by tariff of rates ant ii.3,50%, if client
delivers at least 2 fiscal statements. For othentd is the interest rate of 15,50%. Fees are

only 300,- CZK per month. Other fees are free.
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Conditions of the loan

Condition to get overdraft loan Flexi Businessashave annual incomes of the company
higher than 300.000 CZK, the result of economy nfugspositive and at least half of the
overdraft maximum must come to the account evermtmoOnce 180 days the current
account for which the overdraft loan Flexi Businesagreed, must be at least for the five
days positive. Client cannot have debts with Regeauthority nor Social security
administration. Application must include BusinessgBter Statement and at least one
fiscal statement including enclosures (profit anskslstatement, balance-sheet) with stamp
of RA or copy stamp.

5.3 Medium term loan

Firm wants to buy a car for 700 000¢:KH.oan should be repaid in 4 years.

531 Komegni banka

Profi loan is product with universal use. It canafice the circulating capital (including
short-term receivables from the business till theturity), operating costs and intangible
and tangible assets. Loan is provided to the amol8tmil. CZK. The repayment is also
variable, it can be 5 years. For financing of diating capital can be used revolving loan

which works as short-term Porfi loan.

Using and repayment

Loan is received in one payment or continuouslyindfsal of Profi loan is repaid
continuously by monthly repayments from the morfthrdoan is received in full amount.
Interest that is paid also monthly, but from thenmeait of start of using the loan.
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Interest and fees

Interest rate is variable, it is fixed on the refage rate of KB (it was 3,6% on 5.1.2009),
and on the credit score of client. It is usuallpatb5,9 - 8,9%. For our fictional client it

was calculated for 6,5%.
When accepting the loan client must pay:
e when accepting the loan under 1 mil. CZK 400,- GZKonth

« for providing the loan 4 200,- CZK

Securing and time of processing

The Profi loan under 1 mil. CZK can be secured layk bill and request will be accepted

in 3 working days.

Loan over 1 million CZK needs guarantee of reaftyyvable assets or by receivables.

In this case processing takes 5 working days.

5.3.2 CsoB

Small loan for businessmen is for all legal ergitend individuals — businessmen,
especially tradesmen and very small companies meijistered office or place of business
in CR and for small and medium enterprises witmaver under 300 mil. CZK. It is used
for financing of small and medium investment needlkis loan is only for clients

of CSOB. As the only one it offers financing of the tpaf costs of the investment in last

6 months. Loan for investments can be from 50 0@01-0 mil CZK.
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Using and repayment

Client can choose the way of using the money:

e Purposeful (based on invoices, contract of purcl@sether documents according

to agreement wit€ SOB),
e Non-recurring or continuous,
e It can be used for the time of 18 months.

Repayment of the loan is done through linear mgnpayments, in one day is repaid the
principal and also the interest. The repaymentricppal can be postponed by 6 months.

Repayment of the interest is not possible.

Interest and fees

Interest rate consists of two parts, basic ratdixisd on PRIBOR (it was 2,99% on

20.12.2008) and second part depends on the sudfjéictancing. For real estates there is
interest rate of 4%, for cars 8% and 7% for teabgiels. In our case the fictional applicant
would get the interest rate of 10,99%. We can kay $mall Loan for businessmen does

not depend on the client’s credit score, but maréhe subject of financing.
If fictional client had a loan of 700.000,- CZK, euld have to pay:
e For providing the loan 3 500,- CZK

e Services and works connected to providing the lo&00,- CZK a month

Conditions of the loan:

« Individual, legal entity or businessman must bbusiness for at least 2 years

e Supplying of fiscal statement for last 2 years udahg enclosures and financial

statements

e Client must meet the rating, if there is worsen@tthan necessary he will have to

supply the confirmation that he has no debts wekiddue Authority.
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e Applicant cannot have debts after maturity with &awe Authority, Czech Social
Security Administration. If he has only small deliiank will decide individually.

Securing and time of processing

If money are provided for real estate, bank wantstgaging the realty, other investments

can be secured by blank bill. Acceptance of the ta&es from 3 to 7 days.

5.3.3 Ceska spditelna

Investment loan 5 PLUS is purposeful term accobat serves for financing of tangible
and intangible assets. Thanks to that bank caragtes the fixed interest rate. This loan

can be 5 mil. CZK with maturity of 1 to 10 years.

Using and repayment

Using and repayment is defined by the plan.

Conditions, securing and time of processing the aflipation

Bank requires participation in financing of 5% kppécant. Securing is required according

to the level of investment and deciding about tanlacceptance takes 5 days.

Interest and fees

Interest rate can be set for the time the cliemtsjaafter this time period is defined the
new interest. For example if client wants to bormmeney for 10 years, he can fix the
interest for 5 years and so he will get the interate 6,10%. Sixth year new interest rate

will be set based on the new conditions and sibmati
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We will use interest rate of 6,00 % for 4 yearsum situation.

Time of|1lyear| 2yeay 3 yealr 4year 5Syear 6year 7 yeayeaB| 9 year 10 year
fixation

Interestp.al 5,1% | 55% | 58%| 6,00 6,1% 62% 63% 640 64% 6,4%

Table No. 1. Interest rates of the investment b&LUS

Source: own
Our fictional client will have to pay following fee
e For accepting, evaluation and processing of request000,- CZK

e For account administration 300,- CZK a month

5.34 GE Money Bank

Expres Business is loan that is not bound to somepgse and it can be from
40 000,- to 1 000 000,-&with maturity for 2 to 5 years.

Using and repayment

Money resources are transferred to the currentustdo GE Money Bank. Repayment is

done by monthly annuity payments in fixed amount.

Interest and fees

Interest rate is increasing according to the amoiitite loan.

There is no fee for application nor processing xrEéss Business loan. This product has

monthly fees for conducting the account of 300 CZK.

Conditions of the loan

Applicant must be in business for at least 12 merhd must have minimal incomes
of 300.000 CZK in the last year of doing busindss.cannot have debts with Revenue
Authority and Authority of social security.
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Securing and time of processing

« Individuals — businessmen use own bill of exchanghk aval of husband/wife if they
apply for loan over 200 000,- K If they supply 2 fiscal statements and need lower

amount, then guarantee is not necessary.
e Legal entities guarantee by the bill of exchangenaival of partners.

o Ittakes only 20 minutes till you learn the resafltyour application for loan. If decision

is positive, money can be on your current accaudi hours.

54 Long-term loan

Fictional client would like to expand the compamgldo establish new production facility
and for this purpose he applies for 1 000 000,- G@ktime period of 10 years. Securing
the loan will be done by the building owned by tmenpany of market value 1 400 000,-
CZK.

54.1 Komegni banka

Based on the model example we agreed the produdightyge loan in CZK or in foreign
currency. It is medium to long term loan provided faximum time period of 10 years, it
is for the investments connected to real estatbgs product can be received in more
currencies (CZK, USD, EUR and CHF).

Using the loan:

Mortgage loan is used based on the supplied dodsmee. invoices, contracts of
purchase, report about the state of constructiore@wnstruction. Money are paid usually

by non-cash transaction (in some cases by cheagé@)owing payments:
e Non-recurring at latest 6 months from the dateahlagreement signature,

e Or continuous in the time period of 24 months frdme time of loan agreement

signature (if state grant is used then it can bend8ths).
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Repayment

Repayment starts after using of all finances ofitla@. Debtor has two possibilities:

e Repayment by fixed amounts that include paymenintdrest and repayment of

principal. Payment is done every month or evergeahmonths,

e« Repayment of principal (once a month or three ngnthnd separated payment

of interest (again once a month or once three nsnth

Loan and fees

Loan is paid by fixed interest rate with fixatiolom one year to 10 years. Fictional client

would get the interest rate 6.70%.
When accepting the loan, client must pay:
o for processing and evaluation of loan 10 000,- CzZK

e services and work connected with the loan 600,- @4Konth

Maximal amount of mortgage loan is limited by:

« ability of the client to repay the loan

¢ amount of investment

e mortgaging value of the real estate

Conditions of providing the loan:

Real estate must be in the region of the Czech Biepumembership state of European
Union or another state of European Economical Ateathe case of real estate bank

requests 30% of client’s financial participatioor §ood clients full amount can be offered.
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5.4.2 CsoB

Based on my dat&;SOB offered also Small loan for businessmen, bexcthis product is
mainly for legal entities, tradesmen and very sntalnpanies, it is purposeful loan
repayable in 20 years. Client can get from 200.@000.000.000 CZK in the case of

buying or repairs of real estate.

Using and repayment:

Client can choose form non-recurring continuousng&yt of loan money, which can be
used for 18 months. Using of the loan for realtyliways done based on the contract of

purchase, supplier invoices or other documents.

Repayment of principal is done once a month (lingae of repayment) with possibility to

postpone by 6 months.

Interest and fees:

Interest rate consists of fixed and changing p&ids.our client there will be fixed part of t
4% + 2,99% of changing interest rate PRIBOR.

Client must pay when accepting the loan:
e For providing the loan 5 000,- CZK
e Authentication of documents 8000,- CZK

e Services connected with providing the loan 200,K@abnthly

Conditions of the loan:

When providing the loan bank requires participatdilient of at least 10% of total costs
of the investment into real estate. Our applicanstnihave at least 100.000 CZK available.

Other conditions are the same as in previous exaofgfCSOB Small Loan.
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5.4.3 Ceska spditelna

Ceskéa Sptitelna offers the product Mortgage loan for legatitées for the companies
and businessmen. It is long-term purposeful loarckvkerves to financing of real estate

and it is provided for maximum of 20 years.

Using and repayment:

When loan accepted, money are paid in non-recupagnent or continuously based on

the supplied contract of purchase or supplier ice®i

Loan is repaid in the form of fixed regular repaytseonce a month or based on the

individual repayment calendar. For our examplell wge regular monthly repayment.

Interest and fees:

Mortgage loan for legal entities can be repaid2@ryears, but interest rate is usually fixed
by fixed interest rate for 1, 2, 3, 4, 5, 10 oryEars. For model example | chose interest

rate 6,40% for 10 years.
Applicant must pay following fees for processingl arsing of loan:
o For complex evaluation and processing of applicatio 5000,- CZK

e Report and managing the loan business 400,- &€atonth

Securing the mortgage loan

e Mortgage law as first to the realty for which logrused or another realty in the Czech
Republic region

e Realty which is the matter of mortgaging, it mustibsured and insurance is in favor

of Ceska sptitelna
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« Mortgage law for receivables from future contracts purchase or future lease

contracts, mortgage law to shares or business siane applicant

« Additional securing by other instruments usedlegka Spiitelna.

Conditions of providing the loan:

Minimal share of own resources of the applicant thhes at least 30% of total costs.

For model example we need at least 300 000,- CZtnaf resources.

544 GE Money Bank

GE Money Bank offers the product Universal Busindgss loan is agreed according to
the needs of clients for the time of maximum 20ryeand it is always secured by the
realty, which does not have to be owned by theiegmi. This way the applicant can
receive maximum of 5 millions CZK. Applicant wikceive financial resources of 70% of
the price of realty.

Using and repayment

Using the financial resources is not bound by psepe money resources can be invested
into development of business and also for finanohgperational needs. After acceptance
of the loan the money are sent by non-cash tramsfdére current, overdraft or revolving

account.

Investment part of the loan is paid in the regutanthly repayments in the form of
separated payments of interest and principal amuatipnal part of the loan is repaid by

the client according to his needs.

Interest and fees

Interest rate is set on individual base. Client ddqaay following fees in the case of loan

for 1 million CZK:
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e For providing the loan (0,5%) 5000,- CZK

e For managing the loan account 300,- CZK a month

Securing and time of processing

e Mortgaging the realty in favor of GE Money Bank

e Insurance of mortgaged realty and insurance paymemt favor of
GE Money Bank

e Signature of blank bill with aval of husband or eviffor individual businessmen)
or of partners (Ltd.)

e Acceptance of the loan application will be annouhte the applicant in 3 days from

the application and supplying all necessary docusnen

Conditions of providing the loan

e minimum of 6 months of company’s business with mum of one finished taxation

period

All banks will require following documents in the @ase of long-term loan:

e application (including Declaration on Word of Hondxgreement with transfer of
information and data about ownership relations @nogherty shares)

e actual documents with business permission

« financial statement including income tax return agplort of auditor, if such report is

available (clients with double entry bookkeeping)

e actual balance sheet and profit and loss state(oéants with tax evidence or single
entry bookkeeping)

e Income tax return including enclosures and addiliatata (clients with single entry

bookkeeping)

e No debts with Revenue Authority and State Sociauity Administration
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6 Evaluation of individual offers

When evaluating the individual offers | used thecpatage from price lists of individual

banks. For medium term-loans | multiplied the mbntae by required number of months.

| learned about interest rate in the banks or hébthe information from data presented

on Internet.

6.1 Short-term loan

| was interested in changes of loan maximum aretést rate for the short-term loan in the
case that there will be no evaluation of client'sdit score and that he will need minimal
loan amount, and in the case that applicant widdnenore finances and there will be

evaluation of his credit score.

The products in the tables are in following order:

« Komegni banka — Authorized overdrafts on business adcoun
« (CSOB - Authorized overdraft of the account

« Ceské sptitelna - Program Profit Overdraft

e« GE Money Bank - Flexi Business Overdraft

Data in tables:

The column Time of use shows the time in whiclsihecessary to repay the loan, after
this time the loan is automatically renewed andntlican use another money resources.

This time is expressed in days.

The column Time of processing is in days and it msghe average time of processing the

loan after supplying all documents necessary fatuation.
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Product Maximal loan Interest rate Time_ oFees Time of use
processing

KB 100 000 15,00% 3 days Specific 180

CSOB 50 000 15,00% 48 hours 100,- 90

Ceska spb 325 000 13,00% 1 -3 days Specific 165

GE Money Bank| 40 000 13,50% 48 hours 300,- 180

Table No. 2. Offer for stable clients without e\ation of credit score

Source: own

Banks have the offer of minimal loan for fixed irgst rate for regular clients without
requesting the accounting statements for evaluatioolient’s credit score. This limit
is different in every bank. When KE;SOB and GE Money Bank have fixed amount,
Ceska sptitelna sets limit for their regular clients basedtbe total of transactions values
coming to their current account (i.e. incomes fromn products and services). In our
example client could get 325.000 CZK, which is thghest offered amount. If overdraft
loan is provided, client would have to pay non-reog amount 2 500,- CZK and monthly
fee of 300 CZK. Komemi Banka does not have monthly fee for authorizestdraft. But

if client does not use the money resources, thek bas fee of 0,3% of not used money
for reserving the resources. If maximal loan is.000 CZK, this fee would be 300 CZK.
All banks try to decrease the time for processhmgapplication for loan. GE Money Bank

even offers processing of the loan in 20 minutesey are sent to client in 48 hours.

Product Maximal loan Interest rate Time_ oFees Time of use
processing

KB 350 000 8,00% 3 days Specific 180

(CSOB 325 000 12,50% 48 hours 100,- 90

Ceska spb 325 000 9,00% 1 -3 days Specific 165

Table No. 3. Offer to the fictional client with assption of good credit score
Source: own

Because GE Money Bank refused to give me necess&ymation, | had to skip

its evaluation.

Best offer was offered by Komari Banka. Fictional client could get the biggesano
of 350 000,- CZK with low interest 8% and to d&t fongest repayment time of 180 days.
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The only thing | did not like on their offer is tevof processing that most of the banks try

to decrease.

All banks required securing the loan by blank KISOB has the condition of applicant’s
turnover higher than 600.000,- CZK for authorizegmraft of the loanCeska Sptitelna

offers overdraft even to businessmen who are ablsupply only one fiscal statment.
GE Money Bank provides even short-term loans ewgnie clients who started doing

business and cannot supply any fiscal statement.

6.2 Medium-term loan

| enclosed the individual products and costs ca@tkito using the loan in this part. For the
purpose of calculation | used the loan of 700.0@K @&nd 48 repayments (i.e. monthly
repayments for 4 years). For calculation of finaloant of interests | had to calculate the
amount of monthly repayment first. After multiplginthis amount by number of
repayments and deduction of the loan amount | vedeihe amount of paid interest. For
calculation of monthly repayment | used the assionpthat payments will remain the

same and so | used the figure for fixed annuity:

a D-i
1-v"
Where:
a is annuity
D Is amount of loan
[ is annual interest rate
% is discount factor
n is time of maturity of the loan in years [7]

Because banks use annual interest rate and repaigmgEme every month, | had to modify
this formula. Interest rate was divided by 12. Tvedue is divided by one hundred and
letter i is added. Letter n means the years midtigby 12 months. This value will be 48 in

the case of 4 years of repayment.
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Komeréni banka — Profi loan

Bank offered interest rate of 6,7% and followingdeo this loan:
e When using the loan under 1 mil. CZK 400,- CZK antf

e For providing the loan (0,6%) 4 200,- CZK

Calculation of monthly repayment:
6,5% : 12 = 0,5416

a— 7000000 0,005416
1-1,005416*

a =16 600,21 CZK per month — 48 repayments & 819,08
-700 000,-

=96 810,- after round-off

When taking this loan, fictional client would hateepay following fees:

Loan amount 700 000,-
Total interest: 96 810,-
Fees for managing the loan account: 19200,-
Non-recurring fee (0,6%) 4 200,-
TOTAL 820 210,- CzZK

Komerni Banka advertises for this product free prepamatnd evaluation of loan
application. This is good for the client if he slipp all necessary document and does not
get the loan in the end. But there is still nordreiong fee which can be understood,
because processing of the application costs mookgdy will pay if loan is not provided.
Profit loan has the highest fee for managing theoact. When comparing witbSOB
where loan account has fee only 200CZK and othekd@nly 300 CZK, it is higher.

Because the client learns the interest rate ineti# of meeting, | suppose that, when
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looking for the loan, the number one thing aredbsts closely connected to the loan — and

this applies especially to interest rate.

CSOB — Small loan for businessmen

Interest rate is set to 10,99%, fee is:

e Services connected to the loan 200,- CZK a month

e providing the loan 3 500,- CZK

calculation of monthly repayment:

10,99% : 12 = 0,9158

_ 700000 0,009158
1-1,009158*

a =18 088,33 CZK a month x 48 repayments = ZHB384
-700 000,-

168 240,- after round-off

Costs of the loan would consist of;

Amount of loan 700 000,-
Total interest: 168 240,-
Fees for managing the loan account: 9 600,-
Non-recurring fee: 3 500,-

TOTAL 881 340,-k

In this comparison the Small loan was the worstlbloans. Its interest rate is too high to

compete with other offers. Loan has one advanthge is not offered by other banks,
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which is financing of already paid costs. Bank gtk me this product even for financing

of real estate, which means that this product tig variable and has wide use possibilities.

Ceské spditelna — Investment loan 5 PLUS

When using this loan, bank requires participatibthe client of 5%. So the client would
have to pay 35.000 CZK for the investment fromdwsr money sources. For comparison
with other product | will use the provided loan @D0 000,- CZK. Amount of
35 000,- CZK will not appear in graphs and tables.

Because interest rate is fixed for the years, llugé the interest rate of 6% for 4 years with

following fees:
e managing the loan account 300,- CZK a month

« for accepting and processing the application  5-002K

Calculation of monthly repayment:
6% :12=0,5

700000 0,005
a=———
1-1005“

a=16439,52 CZK a month x 48 repayments = 489 @6,9
- 700 000,-

89 097,- after round-off

When accepting this type of loan, client would faiowing fees:

Loan amount 700 000,-
Total interest 89 097,-
Fees for managing the loan account 14 400,-
Non-recurring fee 5 000,-

Total 808 497,- CZK
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Investment loan 5 PLUS with ELF guarantee has tlostnadvantageous interest and
acceptable monthly fees. Interest can be fixedveyyeclient. Disadvantage of this product
iIs non-recurring fee which is the highest fromrakntioned loans and it is paid during
processing the request. Client, who would like mrrdowv money will have to pay

5000 CZK and there is no guarantee that he willthetloan. Bank requires participation
of the client of 35.000 CZK for this loan. ClientlMhave to pay this amount from his own

money sources when using this loan.

GE Money Bank — Express Business

This loan does not have interest rate, only montBpayment. This is 17.922 CZK per
month according to tables. Loan costs (i.e. intare€ZK) and interest rate was calculated

based on these mathematical figures:

Loan costs = (time of repayment x monthly repaymeramount of loan

Annual interest rate in % = loan costsx 2x12x100 [2]
loanamountx (monthof .repayment+ 1)

Loan costs = (48 x 17 922) — 700 000
Loan costs = 160 256,

160256+ 2x12x 100
700000+ (48+1)

Annual interest rate

Annual interest rate = 11,21 %
Fee for processing the account is free, client payg 300 CZK a monthly fee

When accepting the loan, client pays following sost

Amount of loan 700 000,-
Total interest: 160 256,-
Fees for managing the loan account: 14 400,-
Non-recurring fee: 0,-
Total 874 656,- CZK
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GE Money Bank uses strategy of low fees and quickgssing, all supported by massive
advertisements. What they do not say are highesteates that are required for the loan.
Repayment of 17 922,- CZK means interest rate gR1Pb. For the comparison,
| calculated minimal loan of 40.000,- CZK. With todor 4 years, monthly repayment
would be 1051 CZK. That would mean interest rateuall?2,79%. As you can see,
GE Money Bank does not have any non-recurring rieenthly fees are similar to other
banks, but interest is high for big loans and als@ll loans. Advantage of this product is

only non-purposeful nature and speed of processing.

Name of product Loan costs Interest Fees Total
Investment loan 5 PLUS 700 000 CzK 89 069 CZK 10 @azK 808 496 CzZK
KB Profi Loan 700 000 CZK 96 810 CZK 23 400 CZK CzK
Express Business 700 000 CzK 160 256 CZK 14 400 CZK 874 656 CZK
Small Loan for businessmen 700 000 CzZK 168 224 CZK| 13 100 CzZK 881 324 CzK

Table No. 4. Financial costs of individual products

Source: own

O Interest ® Fees

Small loan for H
businessmen

Express Business H

KB Profi Loan H

100 000 CZK 150 000 CZK 200 000 CZK

Investment loan H
5 PLUS

0CzK 50 000 CzZK

Graph 1 — Proportion of interest and fees
Source: Table No. 4

In our model example the interest and fees are iheste offer ofCeska sptitelna with
Investment Loan 5 PLUS. But because they require d%participation, client will

have to pay 35.000 CZK from his own resources. Tinateased the total costs
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to 843 497,- CZK. Offer of Komeéni Banka is more suitable for the client. All banks

required securing by blank form.

Komerni banka has the longest time for processing tha foom 2 to 3 weeks, second
were Ceska spiitelna andCSOB that will process the loan in 2 weeks. Theefstsis
GE Money Bank which decides about accepting orsiefy the loan application in

20 minutes, money are sent in 48 hours to the cuaecount.

Graph shows the amount of interest and fees far &fa700.000 CZK. Highest fees are

in Komegni banka as.

6.3 Long-term loan

| used figure for constant annuity for calculatarinterest:

D-i
1-v"

Because loan of 1 million CZK will be repaid for Mears, | will use 120 monthly

payments.

Komeréni banka — Mortgage loan

Mortgage loan in CZK or foreign currency offers fieive client interest of 6,70% with

following fees:
e For preparation and processing of loan (1%) 10-00BK

e Services connected with managing the loan  600,- @2konth

Calculation of monthly repayment:
6,70% : 12 = 0,5583

1000000 0,005583
1-1005583'%°
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a =11 456,62 CZK a month x 120 payments = 17440
1 000 000,-

374 794,- after round-off

Amount of loan 1 000 000,-
Total interest: 374 794,-
Fees for managing the loan account: 72 000,-
Non-recurring fee: 10 000,-
Total 1456 794,- CZK

When providing the loan, bank requires participatad 30%. Kometni Banka offers as
the only bank zero participation to long-time arabd clients. All evaluated banks offer
loan for maximum of 20 years, only Konief Banka offers loan for 10 years — it would be

advisable to make this term longer.

CSOB — Small loan for businessmen

This loan has interest rate 6,99% and followingfee

e For providing the loan 5 000,- CZK
e authentication of documents 8000,- CzZK
e services connected to managing the loan 200,- CZomrth

Calculation of monthly payment:
6,99%: 12 = 0,5825

1000000 0,005825
1-1005825'°
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a =11 605,96 CZK a month x 120 payments = 1 32288
- 1 000 000,-

392 682,- after round-off

Amount of loan 1 000 000,-
Total interest: 392 683,-
Fees for managing the loan account: 24 000,-
Fee for authentication of documents: 13 000,-
Total 1 429 683,-K

Small loan for businessmen has the lowest feedl @bapared products, but its interest

rate is higher than interest rate of compared prtsdGood is low participation of 10%.

Ceska spditelna — Mortgage loan for legal entities

Has interest rate of 6,40% and following fees:
e complex processing of application 15 0@¥K

e Managing of loan account 400,- CZK a month

Calculation of monthly payments:
6,40%: 12 = 0,5333

1000000 0,005333
1-1005333'°

a =11 303,78 CZK a month x 120 payments = 1 3556b
- 1 000 000,-

356 454,- after round-off
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Amount of loan 1 000 000,-

Total interest: 356 454,-
Fees for managing the loan account: 15 000,-
Fee for documents authentication: 48 000,-
Total 1419 454,- CZK

Offer of Ceskéa Sptitelna is the best. There is also an advantagectieatt himself can set

the fixation time of interest.

GE Money Bank - Universal Business

Because GE Money Bank did not want to give me rsacgsinformation about interest
rate, | cannot fully evaluate this product. | wiiclude the information about fees. These

would be for the loan of 1 million CZK

e For providing loan (0,5%) 5 000,-
e« managing loan account (300,- CZK/month) 36 000,-

Total fees 41 000,- CZK

Following table shows the proportions of interestl dees in the total price of long-term
loan. Products are in the order of financial load.

Name of the product Loan costs Interest Fees Total

CS Mortgage loan 1 000 000,- CZK 356 454,- CZK 63 000,- CZK 14194%°7ZK

for legal entities

(SOB Small loan 1 000 000,- CZK| 392 683,- CZH 37,00¥xK | 1429683,- CZK

KB Mortgage loan 1 000 000,- CZK 374 794,- CZK &P CZK | 1456 794,- CZK

Table No 5. Financial costs of individual products

Source: own
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Graph shows the proportions of fees of KoinéBanka in comparison with competitive

offers. You can see that interest is similar, legisfare much higher in Kondaf banka.

OInterest mFees

KB Mortgage loan -
CSOB Small loan .
CS Mortgage loan for -
legal entities

0CZK 100 000 CZK 200 000 CZK 300 000 CZK 400 000 CZK 500 000 CZK

Graph No. 2 — Proportion of interest and fees

Source: Table No. 5
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Conclusion

The aim of this bachelor thesis is comparison ahlproducts for businessmen and small
companies.

If you have big company or small or medium sizethfiyou must at first realize that in
search for suitable loan is always done by indialdu

It is clear in the case of small companies and @afhe businessmen, that they do not have
their own financial advisors who would give thenpest advices, what bank and what loan
is best for their situation. These businessmenmadagers of small companies are often
experts in their branch of business, but when dhgdse type of loan they are usually not
able to decide well. They can be easily influenbgddvertisements or by advice of their
friends. Because they often have no idea abouilplitéss to get a loan, about documents
needed for the application nor about interest shtammpetitive banks, they are looking for
primary information through public media, such aswspaper, Internet, advertising
leaflets, etc. But they will learn only basic chasaistics of individual products, general
conditions, fees, etc. from these media.

This comparison will be very valuable source obmfation for my firm and also a guide
how to choose and evaluate the offers of diffefer@ncial companies. Situation on the
market is changing very quickly. Offer that is test one day can loose its attractiveness
with new competitive products. If | decide abouitnsoloan, | will do the comparison of as

many banks as possible to choose the most ben&fiwa
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Summary

UHRIK, J. Evaluation of competitive loan products of chosanks.
Kunovice 2009. Bachelor Thesis, European Polytechnstitute, Ltd.

Key words: client’s credit score, evaluation, iet&; product, using the loan, fees

This Bachelor Thesis is prepared on the topic “Batbn of competitive loan products
of chosen banks” and its aim is to compare the f[waducts for businessmen and small

companies with offer of competitive banks.

Comparison is done on three types of loans acograintime. These are short-term loans,

medium-term loans and long-term loans.

In the case of short term loan | concentrated enntiaximal amount of the loan without
evaluating the credit score of client. For mediemyt and long-term loans | was
comparing the interest rate, way of securing, dionB for providing and fees connected

to providing the loan.

| believe that results and data acquired duringpgmagion of my Bachelor Thesis will help
to better orientation in loan products for smalt anedium firms. They can also serve

to preparation of similar comparison.
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Enclosure P1: Price list of Kometni banka a. s.

Business loans in general

For complex processing and evaluation of p&3 %, min.5 000 CZK, max.
application 30 000 CZKY

For receiving the loan 0,6 %, minimum 5 000 CZK
Loan Medicunt Discount 50 %

Managing the loan 600 CZK a morith

((;Zlir::]rtl%es of the conditions in the loan requestejc% %, minimum 5 000 CZK

1). Price is set according to the value of requlozah in CZK, for business plan from the
amount of financing through loan for clients whov&@aMSP rating of Chamber of
Commerce. The price of processing and evaluatidheofoan is decreased by the fee paid
by client for rating. If the rating fee the samehigher than the price, the processing and
evaluation of loan application is free. The priee non-recurring and non-returnable,
supplying the receipt for fee is the condition abgessing the application for loan
or evaluation of business plan.

2). Price is set from the value of accepted lma@ZK and in foreign currency and it is
non-recurring for the loan for definite period ahé. For revolving and overdraft loans
with indefinite period of time it is paid regularnly agreed time period, f.e. once a year. For
loan promise the price is paid in the moment afiisg the loan promise. If loan promise is
for the projects where client applies for graninfr€R state budget or EU fund, the price
can be divided into two payments; first part isdpai the moment of issuing the loan
promise, second at the moment of lodging the agtidin.

3). Price is paid from the date of loan agreemsgmature for every started month for the
all time of using the loan and it applies evenyerdraft loans.

4). Price is calculated from the amount of loarihe agreement, if all money were not
used, from the amount of principal on the day ofdésg application, if use of loan was not
closed, or from the limit agreed in the agreementtie overdraft loan and revolving loan,
the price is non-recurring and non-returnable.

5). Action price

Authorized debits

Reserving of resources 0,9 % p.a.

Reserving of resources for municipality Individual

Price is calculated from not used amount of autiedridebit.

PROFI loans

For processing and evaluation of loan application

For receiving the loan

Managing the loan — for agreed loan under 1 milKCZ | 300 CZK a month

Managing the loan — for agreed loan over 1 mil. CZK | 600 CZK a month




Mortgage loans

Processing and evaluation of loan application I, 10 000 CZK
For acquiring the loan 0,8 %, min. 10 000 CZK
Managing the loan monthly 600 CZK

Managing the mortgage loan with state financialngra
(grant according to state norm No. 244/1995 Sb.| nasnthly 600 CZKY

amended)

1). Price is paid monthly — starting the monthvimich the agreement about state financial
grant is signed, till the month in which was theesgnent about financial support closed, if
0% interest rate of state financial grant, the fee managing the account with state
financial support is the same as fee for manadiegatcount without state grant.



Enclosure P2: Price list ofCeskoslovenska obchodni banka a.s.

AUTHORIZED OVERDRAFT OF CURRENT ACCOUNT

Processing and evaluation of loan application Free
Providing the loan Free
Services connected with managing the loan

(loan limit under 100.000,-) 1) 100,- for every started month of loan validity

Services connected with managing the loan

(loan limit over 100 000,-) 1) 350,- for every started month of loan validity

Services connected with the loan managing — municipality 200,- for every started month of loan validity

) Fee is collected starting the month in which client started to use the loan resources

LOAN PRODUCTS

Evaluation of the application for loan, loan promise, bank guarantee or

other loan product Contractual max. 50 000,-

max. 1 % of loan amount or bank

Providing the loan, range of bank guarantees
guarantees

Obligations factorage 0,1-3,5% p.a.

Services connected with managing the loan, or providing the range of 0,01 - 0,05 % from total amount of
bank guarantees (monthly fee for time of loan validity, or range of | loan, range of bank guarantees, min.
bank guarantees) 300,-

Services connected with verification and evaluation of provided

0,
documents (annual fee for all time of loan validity) max. 0,5 % of loan amount

SMALL LOAN FOR BUSINESSMEN

Processing and evaluation of loan application Free

Providing the loan 0,5 % from loan amount, min. 2 000,-

Services connected to managing the loan 200,- for every started month of loan validity



OTHER SERVICES IN THE AREA OF LOAN PRODUCTS

Change of agreement conditions requested by client max. 1% of actual remaining loan resources

Internal analysis of values for complex evaluation of loan 0,03 - 0,2 % of analyzed value of securing,
application min. 2 000,-

Application for money/prompt to pay amount due 200,-/500,-

Fee for preparing the electronic statement of ownership from

land registry 250,- per statement

Fee for external legal and other services Y Contractual

Y If fee is paid separately, it will be taxed by 19% VAT.



Enclosure P3 : Price list ofCeska spditelna a.s
Commercial loans
Text Price in CZK

Accepting, processing and evaluation of loan appkdion (or
loan promise)

Is set individually, 0,5% to 2% of loan value
min. 5.000,-

Accepting, processing and evaluation of applicatior|Free
Term loan mini Profit and Overdraft loan mini Ptofi
Accepting, processing and evaluation of loan appkdion by
simplified approach.
Overdraft loan Professional Free
Overdraft loan Profit as part of Program Profit 2.500,-
Providing overdraft loan by simplified approach
As part of Program Profit 2.500,-
Overdraft loan Professional Free
Price of prolonging the overdraft loan provided aspart of|1.000,-
Program Profit and Overdraft loan Professional.
Debt fee Is set individually, 0,5% to 1% from
remaining loan resources
Debt fee for Overdraft loan mini Profit, Note. Tkes nq0,5%
debt fee for Overdraft loan mini Profit
Managing the loan in Czech currency (including ovedraft loan)|300,-
— per month
Managing the loan for Term loan mirfProfit and100,-
Overdraft loan mini Profit — per month
Per entry (except overdraft loan) 10,-

Postage for sending account statement

According to post tariff

Mortgage loans — mortgage and construction loans i@zech and foreign currency

Text

Price in CZK

Managing the loan — per month

400,-

For complex processing and evaluation of loan apmlation
(including loan promise), fee can be paid from théan

Is set individually, 0,75% to 1,0% of loan
value, min. 15.000,-

For complex processing and evahktion of applications for|
Mortgage Global (including loan promise), fee can é paid from
loan

1% to 2% of loan value, min. 25.000,-

Evaluation of the price of flat, family house, nonresidential
space in the case that bank is doing the appraisah its own

For flat size smaller than 50 m 2 1.000,-

When area of flat is higher than 50m 2 but smaler|1.500,-

100 m 2

For family house or flat larger than 100 m 2 2.000,-

For non-residential space for business 2.000,-
Issuing the confirmation about loan interest for ta« purposes  |Free

For take-over of the loan by different client

0,5% of remaining loan balance

Prices of processing and evaluation of the loariegin should be paid when signing the loan agwe®t when agreement is valid




General entries

Text

Price in CZK

Change of agreement conditions requested by client

For commercial loans

0,3% of actual balance, min. 2.500,-

For mortgage loans

0,3% of actual balance, min. 10.000,-

For every repayment of loan in cash

10,-

Written call for money (prompt) to pay the due amouwnt of loan

(including the prompt to debtor before complaint)

1% prompt

Postage

2" prompt

300,- + postage

3 prompt

500,- + postage




Enclosure P4: interest rates of GE Money Bank
Loans with fixed rate

EXPRES Business not-secured

Loan amount (in thousand CZK) Interest rate

40 — 100 From 7,9 % p.a.

Interest rate Express Business can be increasesibpdditional fee for clients wit

higher business risk according to bank’s evaluation

Other loans with fixed rate

Loan interest rate is agreed individually.

Late interest rate Interest rate + 20 % p. a..

Late interest rate with annuity type of repaymergrancipal is 30 % p.a.
Loans with announced rate

1. Flexi Business

For clients with GE Money Bank a.s. certificate .
For chosen group of clients 10,5 % p.a.
For clients who supplied 2 fiscal statements, Sroaflinessmen13,5 % p.a.
overdraft

For other subjects 15,5 % p.a.

2. MiniFlexi Business

For chosen group of clients

11,5-13,5%p.a

For other subjects

159-18,9% p.a

MiniKontokorent (Mini-Overdraft)

For health care subjects

11,5 % p.a.

For other subjects

15,9 % p.a.

* chosen group of clients — individual businessmeaoctors,

surgeons, lawyers, notaries.

dentists, veterina
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Enclosure P5: Price list of GE Money Bank

MiniKontokorent (Mini-Overdraft)

Starting the loan Free
Commission del Credere Monthly 150 CzZK
Canceling the MiniOverdratft loan (client’s request) Free

Opening the account MiniOverdraft

10 % of actummework

Managing the account MiniOverdraft Monthly 300 CzK
MiniFlexi Business

Starting the loan Free

Fee for reserving the resources Monthly 150 CzK
Canceling the MiniFlexi Business Free

Managing the account MiniFlexi Business Monthly 3K
Flexi Business / Small business overdraft

Application for loan Free

Providing loan (signing agreement) Free

Fee for reserving the resources Monthly 300 CzK
Canceling loan Flexi Business (client’s request) eeFr

Opening loan account Flexi Business

10% of actual range, max.10 000 CzK

Managing loan Flexi Business Monthly 300 CzK
Express Business /Optimal Business

Application for loan Free

Providing loan (signing agreement) Free

Not-secured loan Monthly Free

Secured loan Monthly 0,5% min.3000 CZK
Managing the loan account

Loan under 1 000 000 CzZK monthly 300 CZK

Loan over 1 000 000 CZK monthly 500 CzK




Fee for early payment or early repayment
whole loan requested by client from early rep
principal or by bank

Not-secured loan
Secured loan

of
aid

5 % min. 1 000 CZK
5 % min. 3 000 CZK

Changes of loan conditions requested by cli
Fee is paid when giving request and it is
returnable even if not accepted.

£At000 CZK
not

Renewing+

Processing the loan request Free

Providing loan (sighing the agreement) Fee will lkegreed in loan
agreement

Managing loan account Fee will be agreed in Ipan
agreement

Change of loan conditions requested by clie@000 CZK

Fee is paid when giving request, it is not

returnable even if not accepted.

Fee for not using whole loan Free

Fixed rates

Early payment when changing the intereBtee

period

Early payment when not changing the intef
period

e31000 CZK p.a. till the end ¢
interest period from early repa

principal

d

Movable rate

Early repayment

From early repaid principa

| 5%min. 3 000 CZ

Other business loans

Processing loan application

5000 CZK

Providing loan (signing agreement)From loan
repeating providing of loan (signindoan range
agreement)

amount /0,5 % min. 5 000 CZK

€8 000 CZK

g
if

Change of loan conditions request
by client. Fee is paid when givin
request it is not returnable even
change is not accepted.

Managing loan account

Loans for
technology

financing  agriculturalmonthly

Other business loans monthly

250 CZK
250 CZK

@ % min. 3
d

Fee for early fee or early repayment
the loan by client from early repa
principal

000 CZK




