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Currency

Title LHV Group financial plan for 2021 and the five-year financial forecast

AS LHV Group is hereby disclosing the financial plan for 2021 and the | onger,
five-year financial forecast. The aimof disclosing the financial plan is to
of fer investors a transparent overview of the conpany's plans and growth
direction. The financial plan does not include extraordinary revenues.

According to the financial plan, the revenues of the AS LHV G oup consolidation
group will increase in 2021 by 17%to EUR 121.5 nillion; costs by 37%to EUR
60.3 million; and net profit by 5%to EUR 41.7 nmillion. The growth of expenses
in the amount of EUR 4.4 million is related to the additional depreciation
unrelated to cash flows resulting fromclients leaving the Il pillar pension
funds. Wthout this depreciation, the net profit would increase 16%to EUR 46. 2
mllion. The financial plan does not take into account the potential perfornmance
fee earned by LHV Varahal dus.

Key indicators FF2021 2020 ?
Profit before taxes 49.3 48.7  +1%
Net profit 4.7 39.8  +5%
Net profit without the additional depreciation of

Var ahal dus 46.2 39.8 +16%
Loans (millions of euros) 2604 2209  +18%
‘Deposits (millions of euros) 4101 4120 - 0%
‘Volume of funds (millions of euros) 1221 1537  -21%
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Cost/incone ratio 49. 6% 42.5% +7.1 pp

RCE (before taxes; owners' share) 18. 7% 21.0% -2. 3 bp

Capi tal adequacy 18.2% 19.3%-1.1 pp

(* Business vol unmes have been presented in mllions of euros)

According to the financial plan, LHV' s loan portfolio will continue to growin
2021. The vol unme of consolidated | oans of the Goup will increase by EUR 395
mllion (18%, primarily on the account of corporate loans (+ EUR 203 million)
and hone loans (+ EUR 163 mllion). Regardi ng deposits, the financial plan
prescri bes maintaining the sanme level as in 2020, since the volume of deposits
of financial internediaries will stabilise at the level of around EUR 1 billion
whi |l e deposits raised via deposit platfornms will decrease and the vol une of
deposits of retail clients will continue to increase. As a source of financing,
LHV intends to issue non-preferred senior bonds in the volunme of EUR 135
mllion.

Due to the pension reformentering into force, the volune of funds nmanaged by
LHY will decrease in 2021. The financial plan has considered a 29% decrease
anong active clients, bringing along an EUR 316 m | lion decrease in the vol une
of funds. The additional nonnmonetary depreciation in the amount of EUR 4.4
mllion, related to the clients leaving the Il pillar, will negatively affect
the profitability of the conpany. Wthout the depreciation and not taking into
account the possible performance fee, the profit of LHV Varahal dus woul d be EUR
1.2 mllion.

The cost/incone ratio of the Goup is increasing due to the discount on the

i ntangi bl e assets related to clients |eaving the pension funds, and due to

i mportant investnments. The Group's subsidiary LHVY UK Limted is starting its
application for a banking licence in the United Kingdom and the devel opnent and
i ntroduction of products of AS LHV Kindlustus are actively underway. The ai m of
LHV Kindlustus is reaching net profit in 2021

Comment by Madi s Toonsal u, Managing Director of the LHV G oup

"LHV will continue as a growth conpany; our home markets are Estonia and the
United Kingdom OQur long-termgoal is to offer the best service to our clients -
regardl ess of the client group or service channel - and to be the nost co-

t hi nki ng provider of financial services to international financial

intermedi aries. For us, transparency and offering a 20% return on equity to
investors are inportant. Socially, we are a conpany with the best nmanagenent
practices, positive social inpacts and climate goals. Despite our strong
anbitions, we do not wish to grow at the expense of profitability and risks.

During the next five years, we wish to increase the volunme of |oans and deposits
by EUR 2.5 billion, and funds by EUR 600 million. In addition, we are
increasingly focused on international growth, separating our business line for
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financial internediaries. W wish to establish a separate bank in the United
Ki ngdom but this requires preparations that will take at |east a year, and
obtaining a licence fromthe | ocal supervisory authorities.

Quick growth will also characterise 2021, when | oan volunes will grow by EUR
400 million. We do not forecast a growth in the volunme of deposits for this
year, since at the end of 2020, the deposits of financial internediaries had
reached a | evel where we expect themto stabilise. In contrast to the increase
in deposits of regular clients, the volunes of deposits raised from deposit
platforns will decrease.

The decrease in the volunme of funds is related to clients |eaving pension funds
in the autum; we expect fund volunmes to recover to the current level in 2023.
The increase in net profit is affected in 2021 by the discount on the intangible
assets related to clients |leaving the pension funds, which is unrelated to cash
flows and does not affect own funds. Wthout it, the profit would be EUR 46. 2
mllion with a yearly growth of 16% In addition, it is inportant to note that
due to inputs that are difficult to predict, no performance fee, which can be
achieved in case of a good rate of return, has been planned for 2021. The
performance fee brought EUR 6.2 million into the results of 2020.

W have made efforts so that LHV Pank woul d have the strongest possible offer to
ensure growh. In terns of private persons, we are enphasising increasing the
customer base and increasing the client activity. In ternms of conpanies, we wll
focus on increasing the |oan portfolio and the share of trade financing. In the
business line of financial internmediaries, we are focusing on preparations for
establishing a bank in the United Kingdom In the case of LHV Kindlustus, we are
comrenci ng operation, with the aimof repeating the success of the bank. In the
case of pension funds managed by LHV Varahal dus, achieving a long-termrate of
return is the priority."

Fi nanci al forecast for 2021-2025

AS LHV Group also discloses its financial plan for the next five years.
According to the forecast, the Goup's revenues will increase by 16% over the
next five years on average, while expenses will increase by 8% per year, on
average. Based on the forecast, the consolidated net profit of LHV will be
nearly EUR 108.5 nillion by 2025, considering the average annual growth of 27%

Key indicators FF2021 FP2022 FP2023 FP2024 FP2025
Profit before taxes 49. 3 62.7 78.1 98.4 123.3
Net profit 41.7 54.1 68.1 86.0 108.5

Net profit w thout the additiona
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depreci ati on of Varahal dus 46. 2 54.6 68. 6 86.6 109.1

Loans 2604 3058 3573 4120 4690
Deposits 4101 4746 5284 5924 6604
Vol une of funds 1221 1385 1630 1900 2138
Cost/income ratio 49.6% 45.9% 42.7% 39.8% 37.0%
RCE (before taxes; owners' share) 18. 7% 20.5% 21.7% 22.9% 23.9%
Capi tal adequacy 18.2% 18.6% 18.3% 19.4% 19.4%
(* Business vol unmes have been presented in mllions of euros)
The financial forecast prescribes the organic growmh of all inportant business
vol unmes for the next five years. Conpared to the end of 2020, the vol une of
deposits will increase by 60%to EUR 6.60 billion, and the | oan portfolio by
112%to EUR 4.69 billion. The forecast prescribes the recovery of funds managed

by LHV to their current level in 2023, and a growh of 39% conpared to 2020,
i.e., to EUR 2.14 billion, by the end of 2025.

Wthin the five year period, the growth of revenues has been planned to be
significantly faster than the growth of costs. The increase of tax costs has
been taken into accounts under costs. By 2025, the cost/inconme ratio wll
decrease to 37% According to the forecast, the planned 20% rate of return in
the return on equity based on the pre-tax net profit of shareholders will be
achieved in 2022. Pursuant to the forecast, the need for additional capital wll
be resol ved by neans of raising capital with the hel p of bonds.

The conpany as well as the econom c environnent nmay change significantly over
the period of five years. The post-crisis recovery of the econom ¢ environnent
and growth of business vol unes have been assuned in the preparation of the five-
year forecast, while no significant changes are seen in the interest
environnent. The plan has considered the continuation of LHV's current dividend
policy. The financial plan of Varahal dus does not contain a potential
performance fee. In the case of the UK subsidiary, the forecast has considered
only the establishment costs of the next two years; the financial forecast of
the current branch has been considered sinultaneously. The LHV UK bank's
financial forecast will be perfornmed after obtaining the activity |licence, once
the | ocal supervisory authorities have granted perm ssion for it.

LHV G oup will change the financial plan for 2021 if a difference of nore than
10% bet ween the planned net profit and the financial plan becones probable. The
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conpany will update the five-year plan again at the beginning of 2022 or, if
necessary, together with the changes nmade to the financial plan of 2021.

In order to introduce the financial plans, LHV will be organising an investor
meeting (in Estonian) via the Zoom webi nar environnment on 16 February at 9: 00.
We kindly ask investors and interested parties to register at the address

htt ps://1 hvbank. zoom us/ webi nar/regi ster/ W _E2nD 6i SSt qi s2_d9Jr | RA.

LHY Group is the largest donestic financial group and capital provider in
Estonia. LHV Group's key subsidiaries are LHV Pank, LHV Varahal dus, and LHV

Ki ndl ustus. LHV enpl oys over 520 people. LHV' s banking services are used by
259, 000 clients, and pension funds managed by LHV have nore than 180, 000 active
clients. LHV's UK branch offers banking infrastructure to 140 internati onal
financial services conpanies, via which LHV' s paynent services reach clients
around the worl d.

Priit Rum

LHV Communi cati on Manager

Phone: +372 502 0786

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