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Currency

Title LHV Group unaudited results for Q4 and 12 months of 2018

In the last quarter of 2018, AS LHV G oup earnt a consolidated net profit of EUR
6.7 million: the bank's net profit was EUR 5.3 nmillion and profit from asset
managenment EUR 1.9 million. Pre-tax return on equity, owned by the sharehol ders
of LHV Group was 17.5%in 4.

The consolidated net profit of LHVY Goup in Q4 2018 was EUR 0.6 nillion higher
conpared to @B and EUR 0.1 nmillion | ower conmpared to year on year. |npairnment of
loans in Q4 amobunted to EUR 0.5 million and advance corporation tax was paid in
the anount of EUR 0.5 nillion.

In 4, the Goup's consolidated | oan portfolio increased by EUR 107 nmillion
(+13% +35 nmillion in @), to EUR 919 nmillion. Consolidated deposits decreased
by EUR 215 nmillion (-13% +95 million in @), to EUR 1,422 nmllion. At the sane
time, the deposits related to paynent internediaries decreased by EUR 318
mllion over the quarter. The deposits of the rest of the clients, however,
showed a strong growth of EUR 114 milli on.

The vol une of funds nmanaged by LHV increased by EUR 11 million during the
quarter (+1% +37 million in @), to EUR 1,214 million.

The consolidated net profit of AS LHV Group in 2018 was EUR 27.2 million, i.e.
EUR 5.0 nmillion nore than in 2017 (+23% . The bank earnt a profit of EUR 18.4
nmllion, asset nmanagenent EUR 6.8 million and the sale of the Lithuanian

busi ness unit increased the profit by EUR 3 nmillion. Pre-tax return on equity,
owned by the shareholders of LHV Goup was 20.9% and the return on equity based
on net profit 18.4%in 2018.
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The | oan portfolio of LHV Goup increased by EUR 187 nillion year on year (+26%
and deposits decreased by EUR 115 nmillion (-7%. The volunme of funds nmanaged by
LHV grew by EUR 112 million (+10% year on year.

According to Madis Toonsal u, CEO of LHV Goup, LHV had a strong quarter

"Qur business denponstrated strong growth throughout the | ast year. The nunber of
LHV bank customers increased by 7,500 in the |last quarter totalling 28,000 new
custoners for the entire year. We are especially pleased about the loan growth
that expanded our loan portfolio by nore than a quarter conpared to the

begi nning of the year. W reached a record level by activity indicators: we have
nmore custoners than ever before whose salary is received in LHV bank, who keep
their assets here; nore paynents are nade than before, nore LHV bankcards are
used, nore investnent contracts have been concl uded. |ncreased use of banking
services is also well reflected in the fast growmh of retail deposits - year on
year growth was EUR 310 million.

As one of the nobst inmportant events of the quarter, Mody's assigned AS LHV Pank
an investnent-grade rating on the level of Baal with a stable outl ook. The
rating ensures the acceptance of LHV bank guarantees by beneficiaries outside
Estonia. Furthernore, it facilitates the establishnment of correspondent

rel ati onshi ps.

Anong the | oans, | oans to businesses grew the nost. Although, the results of the
| ast year were affected by the inpairnment of |oans related to one custoner, it
does not characterise the business environment or our loan portfolio in any way,
whi ch remai ns strong.

In Decenber, we signed a contract for purchasing the Versobank | oan portfolio.
The total sumof clains arising fromthe |oan portfolio against Estonian
corporate custoners is nearly EUR 17 million and agai nst Estonian private
residents nearly EUR 3 mllion.

By the end of 2018, the total volunme of investnent funds managed by LHV

Var ahal dus exceeded the threshold of EUR 1.2 billion. The investnent strategy of
LHV pension funds is clearly distinguished fromconpetitors and our actively
managed pension funds were able to preserve the assets in 2018, which was a
complicated year on the markets, in a way that the rates of return of LHV
pensi on funds were once again anong the best. The nunber of active Il pillar
custonmers grew by nearly 600, to 178 thousand over the quarter

In 2019, the asset managenent activity will be influenced by the Investnent
Funds Act, amended in Decenber, which notably reduces the fixed fees of the
funds and creates a possibility for a success fee. There is a significant
decrease in investnent restrictions, allowing the funds to invest in OTC
conmpani es with a higher expected rate of return. The amendnents will be

i ntroduced from Septenber 2019

In Novenber, we conducted a subordinated bond issue of LHVY Group with an issue
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size of EUR 20 mllion. Interest was strong and al together, nearly 1,700

i nvestors subscribed to LHV' s subordinated bonds in an amobunt exceedi ng EUR 51
mllion. The bonds forma part of our EUR 45 mllion bond programre, which wll
ensure the achi evement of our growth targets.

Al so. the sustained healthy economnic environment has contributed to the strong
quarter of LHV. In terns of |ong-term outl ook, our biggest concern is the

vari ance of devel opnent speed in different European regi ons and overregul ation
causi ng stagnation. Thinking about the next few years, the main scenario is
still the continued gromh of the econony in the eurozone by a couple

percent per year.

LHV's growmh trends are al so supported by the Estoni an busi ness environnent.
Econom ¢ growt h has been solid and the internal policy risks are nanaged by a
bal anced budget, |ow public sector debt and positive foreign balance. W are
expecting sl ow econonmic growth, while forecasting the surrounding econonies is
becom ng increasingly conplicated. As national risks, we should consider the
tense situation on the | abour market, unstable tax environnment and increasing
risks in the building and trade sectors.

The credit market has still remained solid. The financial health of househol ds
is rather on the strong side, the |loan-to-deposit ratio is inproving. The share
of overdue | oans on the market has fallen below 1% being largely covered with
al | owances. "

I nconme statenment, EUR t -2018 @B-2018 12 nonths 2018 12 nont hs 2017
 Net interest income 10 289 9 454 38 151 30 361
 Net fee and commission income 6 094 6 147 25 045 20 989
Net gains fromfinancial

assets 104 90 443 979
~ Qther incole 18 700 862 146
Total revenue 16595 16 461 64 501 52 183
 staff costs 4203 3779 15 756 “12 901
 Ofice rent and expenses 536 429 1830 -1 483
©IT expenses 735 565 232 1743
 Marketing expenses 599 522 2023 -3 656
 Qther operating expenses 2621 -2636 10212 7 525
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Total operating expenses

Ear ni ngs before inpairnent
| osses

| mpai rment | osses on | oans
and advances

Net profit for the reporting
period from continued operations

Profit/-1oss fromdi scontinued
operations

Profit attributable to non-
controlling interest

Profit attributable to share
hol ders of the parent

Bal ance sheet, EURt

Fi nanci al assets

Total assets

Loans received
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OQher liabilities 24 655 26 024 71 073
~ subordimated loans 50 900 30 900 30 900
Total liabilities 1519337 1314 279 1 644 902
Equity 157763 150 620 127 955
© Mnority interest 4123 3447 7894
Total liabilities and equity 1677 100 1 435 184 1 772 856

AS LHV Group reports are available at https://investor.|lhv.ee/en/reports/.

LHV organi ses an investor neeting for introducing the quarterly results, to be
hel d on 29 January at 18.00 in LHV Tallinn office (Tartu mmt 2, | floor). The
presentation will be made in Estonian. To participate, please register

at https://fp.lhv. ee/acadeny/533. A real-tine video broadcast is nade of the

i nvestor neeting on LHV's Facebook page ww. facebook.com LHVPank

(http://ww. facebook. coni LHVPank) .

LHY Group is the largest donestic financial group and capital provider in

Estonia. LHV Group's key subsidiaries are LHY Pank and LHV Varahal dus. LHV
enpl oys over 390 people, and nore than 161, 000 custoners use LHV' s banki ng
services. Pension funds managed by LHV have 178,000 active clients.

Priit Rum

Comuni cati on Manager

Phone: +372 502 0786

Email: priit.rum@hv.ee (mailto:priit.rum@hv.ee)
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