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Dr. Zsolt Selmeczi-Kovacs
CEO

Man has a natural desire to learn new things. He is driven by
an innate desire to comprehend the environment he lives in,
to understand its significance, and to be able to apply it to his
own situation.

CEO’s Welcome

It is accurate to state that our perception of
ourselves evolves together with our perception
of the outside world.

We have been going about our regular lives
since 2020 while dealing with challenges that
this generation has never seen before. We
encounter formidable obstacles on all fronts
every month, which adds up to extreme strain
on a personal level.

The stress that has built up in our world is felt
via our skin. Inflation, conflicts, skyrocketing
oil prices, staghant or declining GDP figures,
growing fraud and cyber-security dangers, and
a significant overhaul of the financial industry
are all results of changes in our macroenviron-
ment.

Taking care of one of these elements would
provide exactly the right amount of difficulty,
particularly when considering the totality of
them.

How should our perception of ourselves
alter during such a long and rich histor-
ical time, if at all? In a situation this un-
stable, what does it mean to be a nation-
al clearing house?

A large storm will snap a tree with an unyield-
ing trunk. A tree that lacks adaptability wastes
its strength and perishes without leaving a
successor. When a tree loses its resilience, irre-
versible damage can occur extremely quickly.

Never before has GIRO Zrt.'s role in the pay-
ment ecosystem been more logical, essential,
and progressive than it is right now.

There is a shift in domestic payments toward
immediacy. It is in the best interests of our
country to provide market participants with a
viable payment option that enables them to
transfer money in an easy, affordable, quick,
and secure manner.

While thousands of current accounts were un-
precedentedly compromised by fraud in 2023,
consumers will have widespread access to
instant payments in retail and online stores
starting in 2024. This probably isn't the best
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market environment to introduce a new pay-
ment option.

For this reason, the Magyar Nemzeti Bank has
stated that it expects a central fraud monitor-
ing system to be put in place in order to de-
crease fraudulent transfers and support banks’
fraud systems in real time.

GIRO Zrt. simultaneously seeks to establish in-
stant payment as a payment instrument and
a comprehensive payment solution.

Therefore we welcomed the requirement for
all banks to process payment requests, the
opportunity for ,non-bank” entities to register
secondary account identifiers, and the intro-
duction of the charge back process for instant
payments. The consolidation of clearing and
settlement platforms is anticipated to be the
catalyst for the next big advancement in do-
mestic electronic payments.

Many may have asked how the national clear-
ing house’s service profile and brand could be
further expanded and changed when GIRO
Zrt. was acquired by Magyar Nemzeti Bank in
2014.

What we see emerging is fueled by ambition
as much as the national payments strategy
and the major world events of the past few
years. Our aspiration and conviction is that
the emergence of services predicated on the
cooperation of banks would lead to a nation’s
payment ecosystem developing dynamically.
Only by enhancing a national clearing house’s
strengths would this be possible.

| appreciate my colleagues’ tenacity and com-
mitment. We are going to stay on the course
we have started, which is to gradually and de-
liberately develop mutual respect, trust, and
synergy in order to eventually achieve our fi-
nal goal, the widespread usage of digital pay-
ments. Since time is money.




Our services -
reliability
and innovation

Similar to prior years,
our business can reflect
on 2023 as another
fruitful year in terms

of the quality of its
financial results and
services.
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We are concentrating on the broader us-
age of the immediate payment system
and the supplementary services based
on it (payment request and secondary
payment account identification service),
even if the steady and seamless func-
tioning of the Interbank Clearing System
(BKR) remains a top priority.

The GIROInstant core infrastructure for
instant payments performed 162.8 mil-
lion transactions successfully in 2023, an
increase of 6% over the previous year. The
amount of the transactions also increased,
rising 7.4% to around HUF 29 739.4 billion.
99.9% of transfers were cleared in the sys-
tem in less than five seconds on average
per year.

The instant payment system offers a great
foundation for the creation of addition-
al solutions that complement electron-
ic payment solutions because of its un-
matched speed.

The quantity of payment request trans-
actions increased significantly last year as
well, rising by 182.86% over the prior year.

Since the service’s inception, the GIROIn-
stant system has operated with great
availability. Our GIROInstant system has
outperformed the anticipated 99.9%
availability for nine months, and the total
number of extraordinary events has im-
pacted 0.0043% of the total transactions.

We offer a high degree of dependable
service through our central settlement
systems, the overnight InterGIROT1 and the
intraday InterGIRO2 systems, in addition
to the GIROInstant service.

In contrast to the 99.95% committed, the
availability is 99.84% for InterGIRO1 and
99.95% for InterGIRO2. For the overnight
InterGIRO1 settlement, 113.5 million trans-
actions were handled, and for the intra-
day InterGIRO2 settlement, 151 million
transactions. In 2023, the Instant Payment
System'’s core component (RealTime24/7)
underwent regular version upgrades to
ensure long-term operational security, the
connected satellite systems were upgrad-
ed, and the developments announced in
the AFR2.0 program (EAM project, sup-
port for the implementation of the re-
ceiving side of payment requests at Clear-
ing Members, and raising the threshold
for instant payments to HUF 20 million)
were implemented. Following the No-
vember 2023 release, users could access
the self-service site settings functionality
in the GIROInstant central system, and
low-priority bugs were also fixed.

Based on data net of individual high-vol-
ume requests, the overall number of que-
ries handled through the GIRInfO service
exceeded 3.2 million in 2023, a 9.6% in-
crease from 2022.

There are still queries to Ministry of Interi-
or records accounting for 99.9% of GIRin-
fO traffic.

As of 2022, the KKSZB Gateway applica-
tion—which is necessary to establish a
connection with the KKSZB—has been
finished and will enable current clients to
query Ministry.of Interior records in their
original format. In 2023, work on devel-
oping and testing the various.query types

as well as the token manager—which
manages customer tokens—continued.
By mid-2024, the GIRIinfO service will be
available via the KKSZB channel.

Queries made through the KKSZB will
eventually take the place of direct GIRIn-
fO-initiated queries to the BM (Ministry of
Interior) register.

In 2023, significant projects for our techni-
cal services—GIRONet and GIROLock—also
got underway.
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Financial results
- success in numbers

Numerous issues have affected the eco-
nomy, including high inflation, erratic
exchange rates, transient tax arrange-
ments, and brief interruptions in the
energy markets. The tightening of mo-
netary policy in response to a rapidly
rising inflationary environment has
resulted in an atmosphere with high in-
terest rates. Better interest and foreign
exchange revenues than anticipated
have resulted from this for GIRO Zrt.
Due to a more moderate than anti-
cipated occurrence of expenses, gover-
nment tax policy initiatives, such as the
mid-year adjustment of the extra profit
tax, positively impacted the financial
performance.

One of the main reasons the company
overcame the market challenges in the
year was its stringent cost control. The
Company managed to end the year with a
successful record, even in spite of the un-
favorable macroeconomic climate. GIRO
Zrt. ended 2023 with a profit before taxes of
HUF +813.2 million, a substantial amount

more than the HUF - 526.3 million that was
expected for the same year.

The capital situation of the company is ste-
ady, with equity financing accounting for
93.8% of its assets. Current assets make up
HUF 8,819.6 million, or 45.7% of total assets.
Of these, the balance of demand and time
deposits, cash and cash equivalents, and
negotiable securities is HUF 7,615.4 million,
which gives the company a strong degree
of liquidity. This liquid asset foundation
permits enhancements and offers enough
protection for operations that are both safe
and effective.

Although the Company's management
substantially overcome the obstacles, the
influence of the weak external economic
performance in 2023 was evident in the
clearing and settlement operations’ per-
formance, which could not be isolated
from the market environment. There were
427,320,259 cleared transactions in the
reviewed year, which is 508,350 fewer than
in 2022. The plan performance index of 96.0
percent and the growth index of 99.9%
clearly show that 2023 was not a year of
economic growth.

Key Figures for the 2023 Financial Year

Other
Expenses and
Intermediated

Services

HUF 1.825,7
million

Operating
Expenses

HUF 7.727.4
million

Profit
Before Tax

HUF + 813,2
million

Revenues . .
and Work Financial
performed by Result and

the enterprise Other Income

and capitalised
HUF + 8.736,8 HUF + 1.629,5
million million
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In addition to ensuring the safe and effi-
cient operation of the BKR components,
the year 2023 was dedicated to learning
and adopting new technologies for IT
operations. The company uses a private
cloud architecture of more than 1400 vir-
tual machines operating on fewer than
50 physical servers to power its business
services.

We successfully carried out the GIROIns-
tant service’'s Oracle major version upda-
te throughout the year, despite the need
for a total service interruption. As a result
of careful planning, the downtime du-
ring the execution of this difficult work
amounted only to 0.008% of the yearly
uptime.

The full private cloud environment’s plan-
ned modifications were also accomplish-
ed while the live GIROInstant service was
still operational.

In terms of internal firewall and routing
tools in the IT field, the transition from
the CheckPoint firewall cluster of physi-
cal devices to the virtualized VMware NSX
solution also meant the introduction of a
whole new technology (SDN - Software
Defined Network).

The project to replace the VDI that is now
in use in office settings was also started
in 2023. The proposition is predicated on
cost reduction and more efficient use of
architectural resources.

Infrastructure

The central installation framework’s use
has also expanded in the IT directora-
te this year. The framework serves as the
primary ticket management system for
Operations as well as the central IT Inf-
rastructure configuration management
and deployment solution for production
and back-office services. The framework
makes it possible for the IT department
to execute the identity verification of the
versions that have been tested, cleared for
live deployment, and are deployed along
with the precise filing of all the relevant
and up-to-date documentation for each
system’s operation.

Automated deployers minimize the faults
caused by human error and enable more
efficient use of IT resources. As part of its
annual planning, the infrastructure ope-
rations and development section has also
begun to update its strategy. The funda-
mental tenet of the IT strategy is still ope-
rational security, with additional focus on
cost-effective operations and keeping up
with technological advancements. Toop-
timize infrastructure efficiency, fewer phy-
sical machines will be used in conjunction
with a life-cycle study of hardware com-
ponents. Technological adjustments will
also be required, most notably the use of
containerization. Additionally, the IT de-
partment set itself the goal of rationali-
zing its network in the near future, which
includes automating the configuration of
network devices, simplifying the topology,
and reducing the number of devices.
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