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EUR mn 2024 2025 2026e 2027e 52 weeks
Net interest Income 273.3 235.1 258.6 294.3 g%
Net fee/com. inc. 60.3 63.3 75.6 86.1 4.8
Total Income 338.3 304.8 337.6 385.1 22
EBT 175.1 144.0 147.9 185.4 4.2
Net result after min. 149.0 114.3 116.9 146.5 4.0
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EPS (EUR) 0.46 0.35 0.36 0.44 36
BVPS (EUR) 2.07 2.33 2.53 2.82 3.4 W\M‘\
Tang. BVPS (EUR) 2.04 2.30 2.50 2.80 3.2 ——LHV Group
Div./share (EUR) 0.09 0.17 0.17 0.20 DJ EURO...
ROE (%) 24.45 16.00 14.70 16.57
PIE () 70 10.2 9.3 75 Performance 12M 6M 3M M
P/BV(x) 1.6 15 1.3 1.2 in EUR -10.0% 1.7% -6.3% -5.4%
Dividend Yield 2.8% 4.8% 5.1% 6.0%
Share price (EUR) close as of 20/05/2026 3.33 Reuters LHVIT.TL Free float 70.2%
Number of shares (mn) 325.8 Bloomberg LHV1T Shareholders L&hmus Holdings (11.3%)
Market capitalization (EUR mn) 1,083.1 Div. Ex-date ~ 09/04/26 Viisemann Investments (10.7%)
Enterprise value (EUR mn) Target price 4.40 Homepage: www.lhv.ee
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High-return Baltic bank with scalable growth

We initiate our coverage of LHV Group with a Buy recommendation
and target price of EUR 4.40 per share. Our valuation method is a three-
stage dividend discount model, based on our estimates.

The peer comparison with CEE and Baltic banks supports our positive
view. LHV trades at an attractive 7-9x P/E ratio for 2026-27e, broadly in line
with Baltic peers, but at a clear discount to the wider CEE banking
universe, while offering a 5-6% dividend yield. At the same time, the 1.2-
1.3x P/BV multiple appears undemanding, in our view, not fully reflecting
the bank’s improving profitability profile and growth potential.

LHV Group is a digital first banking franchise with a strong position in
Estonia and a fast growing UK business. The group combines a profitable
domestic core with a scalable international platform, supporting continued
market share gains and long term growth.

Profitability remains robust, despite interest rate normalization, supported
by a predominantly floating rate loan book, strong cost efficiency and
resilient asset quality. The UK business is emerging as a key growth driver,
increasing diversification and earnings potential over time.

Our estimates, based on management’s plan, imply net profit more
than doubling to EUR 265mn by 2030, with ROE improving to 20%.
Growth is driven by double digit loan expansion and operating leverage.
We forecast dividends per share of EUR 0.17 and EUR 0.20 for 2026 and
2027, respectively, with a payout ratio of 45-48% mid-term, supporting
steadily rising shareholder returns over the period.

Erste Group Research — Company Report finalized and released May 22, 2026, 07:30, CET, reviewed by Henning ERBkuchen (supervising analyst)
All prices are those current at the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via appropriate vendors.
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Investment story

LHV Group is the largest domestically owned financial institution in Estonia
and has developed into a digital-first banking group combining a strong
home market franchise with an increasingly relevant international growth
platform. Built around its core Estonian bank and supplemented by asset
management, insurance and payments infrastructure, LHV operates a
scalable, technology-driven model with a clear focus on efficiency and
innovation. At the same time, the expansion into the United Kingdom
provides access to a significantly larger market, particularly in fintech, SME
and retail banking, positioning the group as more than a purely regional
player. It also offers optionality for further European expansion leveraging
its scalable platform.

The investment case is underpinned by a consistent track record of
profitable growth, driven by balance sheet expansion and increasing
customer activity. Growth has been largely organic, supported by targeted
portfolio acquisitions, and is expected to continue on the back of a growing
domestic banking market, ongoing market share gains and the scaling of
the UK business. While Estonia already shows relatively advanced financial
intermediation compared to other Baltic countries, it still offers further
convergence potential vs. the broader European market.

Profitability is a key strength of the LHV story. The group has consistently
delivered a structurally high return on equity, supported by a cost-efficient
digital operating model, strong pricing in its core markets and disciplined
balance sheet management. The predominantly variable-rate loan book
has historically allowed for rapid repricing in periods of rising interest rates,
translating into strong net interest income growth, while asset quality has
remained resilient with low levels of non-performing loans. Although
earnings have normalized following the peak interest rate environment, the
underlying profitability remains robust, with further upside from operating
leverage as the business scales.

A central element of the investment case is the scalability of LHV’s
platform. The business model enables growth without proportional cost
increases, allowing expanding volumes and customer activity to translate
into stronger earnings growth over time. This is reflected in management’s
medium-term strategy, which implies a significant increase in profitability
driven by revenue growth, cost discipline and a gradual shift toward more
diversified income streams, including fee and commission income. The
Estonian franchise provides a stable, high-return core, while the UK
business is emerging as a key growth engine with increasing earnings
contribution.

LHV’s capital ratios are very solid and remain comfortably above regulatory
requirements, even after a period of rapid balance sheet growth, providing
flexibility both for continued expansion and for shareholder remuneration.
The recent shift in the capital return policy toward a higher and more
flexible payout framework supports a clear trajectory of increasing
shareholder returns.

At the same time, the investment case is not without risks. Earnings remain
highly sensitive to the interest rate environment, reflecting the reliance on
net interest income and the large share of floating-rate loans. The loan
portfolio is concentrated in real estate, increasing vulnerability to a potential
correction in property markets, while the group’s geographic focus exposes
it to macroeconomic developments in the Baltic region. In addition,
intensifying competition and geopolitical risks in the region may weigh on
growth and profitability.
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Compelling long-term growth Overall, LHV represents a high-return regional banking franchise with a
and return profile compelling combination of structural growth, strong profitability and a

scalable business model. While near-term earnings remain partly
dependent on external factors such as interest rates and macro conditions,
the underlying trajectory is supported by clear strategic drivers, positioning
the group to deliver sustained earnings growth and increasing shareholder
returns over the medium term.
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SWOT analysis

Strengths

Strong capital position, providing resilience and flexibility for growth
and shareholder distributions

High and structurally robust ROE, driven by efficient balance sheet
and strong pricing

Cost-efficient, digital-first operating model, generating strong
operating leverage as volumes increase

Proven track record of sustained profitable growth

UK platform adds scalable growth engine and enhances
geographic diversification

Strong asset quality and low NPL levels, reflecting disciplined
underwriting and strong credit risk management

Scalable operating platform, allowing growth without proportional
cost increases

High share of variable-rate loans, boosting earnings in higher
interest rate environments

Visible tech agenda and advanced tooling adoption (cloud, Al),
supporting efficiency and innovation

Clear medium-term strategic ambition

Strong funding base anchored by customer deposits and improving
diversification through investment-grade funding access

Weaknesses

High dependence on interest income, limited diversification of
revenue streams

Earnings strongly linked to interest rate levels due to high share of
variable-rate loans in loan portfolio

High exposure to real estate sector: Significant concentration,
particularly in corporate lending

Geographic concentration still skewed toward Estonia despite
expansion efforts, limiting regional diversification

Deposits from financial intermediaries are structurally more volatile
Tech-heavy strategy increases operational and cyber risks

Opportunities

Threats

Expansion into new European markets using scalable platform
Increase in dividend payout ratio, supported by strong capitalization
and profitability

Continued economic growth in Baltic region, driving credit demand
and business expansion

Sustained higher interest rate environment, supporting net interest
income generation

Fintech-facing “banking services” model with global reach potential

Real estate market correction, impacting collateral values and
credit quality

Intensifying competition, potentially leading to margin compression
and lower growth

Interest rate volatility: High interest rates could increase borrower
stress in rising rate, while declining rates would compress margins
and earnings

Geopolitical risks (Russia/Belarus/Ukraine), potentially impacting
regional economic stability

Macroeconomic risks in Baltic region, including wage inflation and
energy price sensitivity
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Company profile

AS LHV Group (“LHV”) is the largest domestically owned financial group
and capital provider in Estonia, established in 1999 by founders with
investing and entrepreneurial backgrounds. LHV has been listed on the
Nasdag Tallinn Stock Exchange since May 2016. The group combines a
digital-first universal banking franchise in Estonia with adjacent financial
services (asset management, non-life insurance and payments
infrastructure) and an additional growth platform in the UK. LHV received its
Estonian banking licence in 2009 and was granted a UK banking licence in
2023, marking an important step in the expansion of its international
operations. From a regulatory standpoint, LHV is a Euro Area banking
group: the ECB-designated AS LHV Group a significant financial holding
company and moved both AS LHV Group and AS LHV Pank under direct
ECB supervision from January 1, 2023 (previously supervised by the
Estonian Financial Supervision and Resolution Authority).

LHV’s development has been driven mainly by organic growth and
capability build-out rather than transformational M&A, with targeted steps
that expanded products, distribution and balance-sheet capacity. Key
milestones include the IPO in 2016, which broadened the shareholder base
and supported the next stage of growth as a publicly traded company. LHV
has also selectively supplemented its organic growth through portfolio
acquisitions, including the transfer of Danske Bank Estonia loan portfolios
in 2019 (private customer book) and 2020 (corporate and public-sector
book), as well as the acquisition of OakNorth’s GBP 18mn SME loan
portfolio in 2022.

By end-2025, LHV’s loan portfolio had grown to EUR 5.5bn, while total
assets reached EUR 10.2bn. The group remains predominantly
deposit-funded, with EUR 8.1bn of customer deposits in 2025,
complemented by selective wholesale funding. Despite its relatively short
operating history, LHV has built a broad capital and funding toolkit and
demonstrated repeated market access across both equity and debt. It has
strengthened its equity base through rights issues (secondary offerings) in
2019, 2021 and 2022, while also utilizing multiple debt capital market
instruments, including covered bonds, senior unsecured/MREL-eligible
holding-company issuance, Tier 2 subordinated capital programs, and
international senior notes.

LHV Group
holding company
UK
65% 100% 100%
LHV Kindlustus LHV Paytech LHV Bank
insurance payment solutions banking

LHV Group is a listed holding company with a focused financial services
portfolio spanning banking, asset management, insurance and payments.
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Its core subsidiaries are AS LHV Pank (Estonian universal bank), LHV
Bank Ltd (UK bank), AS LHV Varahaldus (asset management), AS LHV
Kindlustus (non-life insurance; 65% owned) and AS LHV Paytech
(payments infrastructure). LHV Pank also holds a 65% stake in AS LHV
Finance (consumer finance). The group operates as a vertically integrated
platform, with banking as the primary earnings and capital driver, supported
by fee-based asset management and payments, and a scaling insurance
business. LHV Paytech plays a strategic role by supporting banking
operations and providing infrastructure services to international fintech
clients, developing and operating a cloud-based payment gateway platform
for digital payments acceptance in digital environments. Its customers are
primarily financial institutions that use the platform as part of their online
payments acceptance offering or for internal needs, rather than merchants
directly. LHV Paytech operates primarily in the Baltics, servicing
commercial banks and smaller financial institutions.

In Estonia, the group operates with a limited physical footprint, with
customer service offices concentrated in Tallinn, Tartu and Parnu. This is
consistent with LHV’s digitally led operating model, which prioritizes remote
onboarding and servicing over a traditional branch network, supporting a
structurally lower cost base and scalable growth.

UK expansion

LHV’s expansion into the United Kingdom represents LHV’s primary
international growth avenue and a key element of its long-term strategy.
Established in 2018, LHV Bank Ltd has evolved from a branch-based
operation into a fully licensed UK bank, with offices in London, Leeds and
Manchester. The UK business focuses on providing banking services to
fintech companies (including payment and electronic money institutions),
alongside SME lending and has expanded into retail banking from 2024,
broadening its funding base and supporting the scalability of its UK
operations.

Growth accelerated materially in 2025, with deposits and loans roughly
doubling to EUR 1.3bn and EUR 0.8bn, respectively, and the business
reaching profitability. The product offering expanded with the launch of a
digitally led current account (including base-rate-linked pricing), enhanced
savings products and continued build-out of app-based services. The bank
also strengthened its payments infrastructure (including direct participation
in SEPA Instant), reinforcing its positioning as a key banking partner to
fintech clients. Looking ahead, management is focused on further scaling
retail banking, expanding SME lending and introducing additional products
(including retail credit), supported by recently obtained regulatory approvals
for consumer credit and ISA products, while also focusing on further
expansion of its banking services segment.

Shareholder structure

LHV group’s shareholder base is characterized by strong insider ownership
and a broad retail investor base. As of March 31, 2026, members of the
supervisory and management boards and related parties collectively held
41% of shares. The two largest shareholders are founder-controlled
vehicles AS Léhmus Holdings (11.3%) and Viisemann Investments AG
(10.7%), while additional direct holdings by Rain Lohmus (7.8%) further
increase founder influence. The remaining nearly 60% of shares is broadly
held, predominantly by domestic retail investors and investment vehicles,
with limited institutional ownership.
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Shareholder structure
Léhmus
Free float Holdings;
(predominantly 11.3%
retail); 60% =
Viisemann
Investments;
10.7%
Rain
Léhmus;
7.8%
Krenno; 3.8%
AS Genteel;
3.5%
Ambient
Sound
) Investments;
Other supervisory, management board members; 1.0% 3.2%

Source: LHV, Erste Group Research

LHV was founded in 1999 by Rain L6hmus and Andres Viisemann, both
with a substantial financial sector track record. Lohmus previously
co-founded Hansapank (later Swedbank’s Baltic franchise), one of the
region’s most successful banking platforms, and continues to serve as
chairman of LHV’s supervisory board. Viisemann has led LHV’s asset
management activities and pension funds since inception and remains
closely involved at board level, with a strong focus on active investment
and capital allocation. The founders’ continued involvement and significant
ownership stakes underpin LHV’s strategy, which emphasizes innovation,
capital efficiency and a digital-first operating model.

Management team

LHV operates under a standard Estonian two-tier governance model,
comprising a supervisory board (non-executive) and a management board
(executive). The supervisory board is responsible for setting strategy,
approving key decisions and overseeing management, while the
management board is accountable for day-to-day operations and
execution.

At the executive level, LHV has undergone a notable leadership refresh,
aligning management with its evolution from a domestic bank into a
broader, internationally-oriented financial services group. Mihkel Torim was
appointed group CEO in 2025, marking a key step in this transition. In
2026, further changes were announced at the subsidiary level, including
the move of LHV Bank (UK) CEO Erki Kilu to head the Estonian LHV Pank.
At the group level, the management board comprises four members: in
addition to CEO Torim, Meelis Paakspuu leads financial management
(CFO), Kadri Haldre oversees risk management (CRO), and Juri Heero is
responsible for IT operations, development and information security (CIO).

Mihkel Torim (CEO) — Appointed group CEO in 2025, Torim leads LHV’s
strategic development and chairs the Board of Directors of LHV Bank. He
joined LHV in 2023 as Head of Investment Banking, having previously
spent over a decade at Swedbank in senior roles, including Head of Baltic
Investment Banking and Head of Corporate Finance across the Baltics and
Finland. He brings more than 20 years of capital markets and investment
banking experience, supporting LHV’s strategic shift towards a broader,
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internationally oriented financial services group. He does not hold shares in
LHV Group but participates in long-term incentive plans.

Meelis Paakspuu (CFO) — Group CFO since 2022 and CFO of LHV Pank
since 2015, Paakspuu provides continuity and deep knowledge of the
group’s financials and operations. He holds 0.9mn shares (0.3% of LHV
shares) and options over 0.5mn shares.

Kadri Haldre (CRO) — CRO of LHV Group and LHV Pank since 2024,
strengthening the group’s risk governance. She brings a strong background
in risk, law and economics, supported by international academic
experience. She holds a small equity stake (~0.03%) and participates in
incentive schemes.

Juri Heero (CIO) — CIO of LHV Pank since 2007 and group CIO since
2022, Heero has been instrumental in building LHV’s technology platform
and digital capabilities. He holds 1.35mn shares (0.4% of LHV shares) and
options over 0.4mn shares. Following the announcement on 21 May 2026,
Juri Heero is proposed to be recalled from the management boards of both
LHV Group and LHV Pank, effective 1 June 2026, in connection with
organisational changes related to the transition to a product-led structure.

LHV’s remuneration framework is strongly aligned with shareholder
interests, with a significant portion of total compensation delivered through
long-term share-based incentives rather than fixed pay. While base salaries
for management are moderate by European banking standards, variable
remuneration can reach up to 200% of annual salary, reflecting
performance against group and individual targets. Incentives are primarily
granted via share options under multi-year programs, with a minimum
three-year vesting period and an additional one-year holding requirement.

New strategy and financial plan 2026 — 2030

Following under-delivery in 2025 (vs. guidance), where net profit after
minorities declined to EUR 114mn, despite still elevated revenues, the
updated strategy marks a transition from cyclically-supported profitability to
structurally-driven growth, with 2026 positioned as a reset year. The near-
term priority is execution: restoring earnings credibility and delivering on
guidance. For 2026, management guides for 9% total income growth, but
only 1% net profit growth (to EUR 116mn), reflecting normalizing risk costs
and reduced support from interest rate dynamics.

This implies a temporary disconnect between revenue and earnings, with
profitability expected to trough, despite continued business expansion.
Loan volumes are guided to grow at a double-digit pace, while deposits
expand more moderately and the funding mix is optimized toward more
stable, core customer deposits. At the same time, costs are expected to
increase at a slower pace than revenues, supporting a marginal
improvement in the cost/income ratio (to 51%).

Strategically, the model is being repositioned toward higher-quality and
more resilient earnings. A key element is the shift in revenue composition,
with fee and commission income expected to grow faster than net interest
income, driven by higher activity in payments, FX, cards and investment
products. In parallel, growth is increasingly guided by risk-adjusted return
criteria, rather than pure volume expansion.

Operating leverage is central to the medium-term plan, with the framework
implying a clear inflection in earnings beyond 2026, as scaling of the
platform and growing customer activity translate into strong profit growth.
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Total income is projected to increase from EUR 334mn in 2026 to EUR
593mn by 2030 (+15% CAGR), while costs grow materially slower (+6%
CAGR). Net profit is therefore expected to more than double to EUR 290mn
by 2030 (+25% CAGR), reflecting a pronounced step-up in earnings
generation.

Strategy and financial plan (March 2026)

Financial results (EUR mn) 2024 2025 2026 2027 2028 2029 2030  5yr growth
reported reported plan plan plan plan plan CAGR

Netinterestincome 273 235 253 315 363 409 464

Net fee and commission income 60 63 78 91 97 107 118

Total revenue 338 305 334 410 466 525 593 15%

Total expenses -147 -159 -161 -168 -180 -191 -203 6%

Operating profit 191 146 173 242 286 334 390

Risk costs -16 -2 -15 -16 -19 -21 -22

Income tax expense -25 -27 -29 -41 -50 -58 -68

Net profit after minorities 149.0 114.3 115.8 173.2 203.7 240.0 284.0 25%

Business volumes (EUR mn) 2024 2025 2026 2027 2028 2029 2030

Deposits from customers 6,910 8,134 8,577 9,562 10,512 11,607 12,814

Loans (net) 4,552 5,465 6,082 7,083 8,067 9,152 10,147

Fin.intermediaries' payments, mil. pcs 86 93 108 119 131 144

Assets under management 1,702 1,898 2,164 2,447 2,748 3,067

Key figures 2024 2025 2026 2027 2028 2029 2030

Cost/income ratio 43.4% 52.3% 51.3% 43.1% 40.9% 38.2% 35.8%

ROE* 24.5% 16.0% 15.0% 20.0% 21.0% 22.1% 23.4%

T1 capital adequacy 18.1% 17.0% 17.7% 17.8% 18.2% 17.9% 17.8%

Total capital adequacy 21.9% 22.4% 20.9% 20.5% 20.9% 20.8% 20.5%

Source: LHV, Erste Group Research

Segment mix balances stable
core earnings and higher-
growth opportunities

Building scalable, international
multi-market banking model

At the segment level, execution is clearly differentiated and aligned with
explicit strategic ambitions across the group. The Estonian banking
business (LHV Pank) remains the core earnings anchor, delivering stable
profitability with moderate loan growth and a stronger deposit structure,
complemented by continued expansion in fee income. This unit is
positioned to become the second-largest bank in Estonia by 2027. The UK
business (LHV Bank) represents the primary growth driver, focused on
SME lending, retail banking, payments, and fintech-related activities,
providing access to a larger market, but also introducing execution risk.
Asset management (LHV Varahaldus) continues to contribute high-margin,
capital-light growth through increasing assets under management, with the
strategic objective of serving as the most important institutional investor in
Estonia while targeting at least a 6% long-term return on actively managed
funds. Insurance (LHV Kindlustus) remains smaller and more volatile, with
a focus on improving underwriting quality and positioning itself as a leader
in quality on the Estonian insurance market.

At the group level, LHV aims to solidify its role as the largest domestic
financial group and capital provider in Estonia, with each subsidiary
contributing to this objective through clearly defined growth and profitability
targets. Beyond its strong leadership position in the home market, LHV is
executing a deliberate transition towards a scalable, multi-market banking
group, building the digital foundations and operational discipline needed to
extend its model beyond Estonia and the UK over the medium term.
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Estonian banking market, competitive landscape

The Estonian banking sector is a small, bank-dominated and highly
concentrated market, operating within the EU Banking Union and
supervised by the Estonian Financial Supervision and Resolution Authority
together with the ECB for significant institutions, including Swedbank, SEB
Pank, Luminor Bank and LHV Pank. The system is structurally important for
domestic financial intermediation, as Estonia has relatively weak capital
markets and local companies rely heavily on bank lending rather than
equity or bond issuance. This creates a supportive backdrop for incumbent
banks: limited capital market financing keeps companies and households
reliant on bank lending, while high sector concentration — with the five
largest banks accounting for more than 90% of assets — and borrowing
costs that remain among the highest in the EU support pricing power and
lending margins.

At the same time, Estonia’s monetary financial sector remains small by EU
standards: banking assets amount to ~109% of GDP vs. an EU average of
~248%, and the stock market is only ~12% of GDP. Sector balance sheets
have expanded steadily, with total banking assets increasing from slightly
above EUR 20bn in 2008 to close to EUR 48bn in March 2026, as shown in
the chart below.

Total assets Estonia 2008-2026 (EUR bn) Total assets — EU comparison (EUR bn)
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Loans have expanded steadily in Estonia, with the total loan book nearly
doubling from EUR 15.2bn in 2015 to EUR 29.1bn in 2025, equivalent to a
CAGR of 6.7%. Growth has been led by household lending, with mortgages
increasing from EUR 6.2bn to EUR 13.0bn over the period, implying a
CAGR of 7.7%, while corporate loans grew from EUR 8.0bn to EUR
13.8bn, equivalent to a CAGR of 5.6%. Loan growth has remained solid in
recent years, with total loans up 6.8% in 2023, 7.8% in 2024 and 7.0% in
2025. In terms of mix, the Estonian loan book remains concentrated in
mortgages and corporate lending, which together accounted for 92% of
total loans in 2025. Within corporate lending, exposure is particularly real
estate-heavy, with 42% of corporate loans directed to the real estate and
construction sectors, according to the IMF. In 2025, corporate loan growth
was largely driven by those sectors.



ERSTES

Group

Erste Group Research

CEE Equity Research — Company Report
LHV Group | Banks | Estonia

22 May 2026

Page 11/40

Loans to households and corporates, total loan growth 2015-25

30 mmmm Corporates
mmmm Consumer & credit card loans
25 Total loan growth
20 0.8
s 0.6
o 0]
5 15
]
10
5
0

2015 2016 2017 2018 2019
Source: Bank of Estonia, Erste Group Research

Lending rates remain highest
in Eurozone
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Estonia continues to stand out in the Euro Area for high retail lending
yields, although the picture differs sharply by product. Consumer loan
pricing remains exceptionally elevated: ECB data shows that the average
rate on new consumer loans in Estonia was still above 13% in March 2026,
even after declining from earlier highs. This is the highest level in the Euro
Area and materially above the Euro Area average of around 7.5%,
supporting attractive yields for banks active in this segment. Mortgage
pricing is less differentiated, with the average rate on new housing loans at
3.9% in Estonia vs. 3.4% in the Euro Area. However, the margin over the 6-
month Euribor has compressed steadily since 2024 and fell below 1.6% in
March, pointing to increased competition and/or faster repricing as
benchmark rates decline. Importantly, mortgage volumes have remained
strong, with monthly new lending well above the levels seen before 2024.
Consumer loan volumes, in contrast, have been broadly flat at EUR 20-
30mn per month, indicating that high nominal lending rates are being
sustained more through pricing than through expanding demand.

Lending rates mortgages, consumer loans for Estonia and Eurozone (new volumes; Ihs), margin (in %, rhs)
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New loan volumes — mortgages, consumer loans (monthly)
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Estonia’s banking penetration
leads Baltics, with further
convergence upside
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Estonia combines relatively high banking penetration by Baltic standards
with continued room for convergence vs. the Euro Area. Household loans
amounted to 39.6% of GDP at the end of 2025, materially above Lithuania
at 23.6% and Latvia at 19.8%, underlining Estonia’s more developed credit
market within the Baltics. At the same time, Estonia remains below the
Euro Area average of 50.5% and far below the most penetrated European
markets, including Sweden, Denmark and the Netherlands, where
household leverage is above 80% of GDP. For Estonian banks, this points
to a still-positive structural growth backdrop, especially in mortgage lending,
but with less pronounced convergence upside than in Lithuania or Latvia.

Household loans as ratio of GDP (EU countries, 2025)
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From sight-heavy to term-rich:
tightening cycle resets
Estonia’s deposit mix
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Private-sector deposits — households and non-financial corporates — have
grown materially over the past decade, supported by strong nominal wage,
profit and asset price growth. During the zero-rate period, incremental
liquidity was largely parked in current and overnight accounts, pushing the
share of term deposits below 10% by 2022. This mix shifted rapidly once
the ECB tightening cycle restored value to deposit products: banks repriced
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term offers, customers became more rate-sensitive, and balances rotated
from sight deposits into fixed-term accounts. Term deposits rose to above
30% of system deposits in 2023 and peaked at 34% in 2024, broadly in line
with one-year term-deposit rates approaching 4% at the high point. Term-
deposit rates have since eased to 2.0% for households and 2.2% for
corporates by end-2025. However, term-deposit penetration declined only
modestly, remaining at 29% of total deposits, implying that bank funding
costs remain structurally higher than in the pre-hike period.

Deposit base growth in 2021 was bolstered by a one-off liquidity inflow
linked to the second-pillar pension reform. Following the move to make
Pillar Il voluntary and allow early withdrawals, the first major exit wave saw
EUR ~1.3bn paid out to households in September 2021, temporarily lifting
system deposit balances.

Deposit base and term deposit share Term deposits rates — households and corporates
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A key structural vulnerability across Baltic banking markets is the
exceptionally high share of variable-rate (or short initial fixation) mortgages,
which materially accelerates and amplifies the transmission of monetary
policy to households. Estonia stands out even within this group, with
approx. 98% of mortgages linked to floating rates — the highest share in the
Euro Area. The other Baltic countries also exhibit very elevated levels, each
exceeding 90%, compared to roughly 15% for the Euro Area overall. This
structure materially increases household sensitivity to rate shocks and
introduces greater cyclicality into credit quality. In a tightening scenario,
debt service burdens adjust almost immediately, pressuring affordability
and increasing downside risks to asset quality. Conversely, easing cycles
feed through rapidly, supporting borrower liquidity and stabilizing credit
metrics.

Share of variable rate mortgages (Euro Area, February 2026)
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ROE surge driven by widening
spreads

ROE in 2019, 2023 and 2025 (3Q data annualized) —
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Despite structurally higher interest rate sensitivity, asset quality in the
Estonian banking sector has remained resilient. The sharp tightening cycle
has not translated into a meaningful deterioration in NPL formation, with the
NPL ratio staying low in both absolute and relative terms. At 2.0% as of
3Q25, Estonia is broadly in line with the EU average and well below
higher-risk peripheral markets, while marking a significant improvement
from the double-digit levels seen in 2014-16.

NPL ratio — EU comparison (3Q25)
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Profitability

In terms of profitability, the Estonian banking market stands out as one of
the stronger performers in the EU, with sector ROE in 2023 and 2025
remaining well above the EU average. The sharp improvement vs. pre-
Covid levels was primarily driven by the rapid pass-through of ECB rate
hikes into loan yields, reflecting the predominantly floating-rate structure of
lending in Estonia and across the Baltics. At the same time, deposit costs
repriced more gradually, resulting in a sizeable widening of the loan-deposit
spread and a significant expansion in net interest margins. This dynamic
contrasts markedly with developments in the broader Euro Area, where
spreads remained broadly stable for corporates, increased only modestly
for households, and in some cases even declined following the ECB
tightening cycle. The divergence is largely explained by the higher share of
fixed-rate lending and a faster transmission of higher funding costs in other
Euro Area countries, which limited margin expansion. In the Baltics, by
contrast, the sharper and more immediate widening in spreads drove a
substantial uplift in profitability.
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As a result, Estonian and broader Baltic banks experienced a surge in
earnings in 2023, with net interest margins rising significantly more than the
EU average. While some normalization was underway as deposit rates
continued to reprice, profitability remained elevated through 2025.
Moreover, the evolving interest rate outlook, including renewed upside risks
to inflation from recent geopolitical tensions, suggests that margin
compression may be more gradual than previously anticipated. Although
the convergence of deposit and loan pricing is likely to weigh on net interest
margins over time, current conditions point to a more resilient profitability
profile.

Net interest margin in 2019, 2023 and 2025 (3Q data annualized) — EU comparison
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Structural cost efficiency
supports profitability

No windfall tax, but dividend-
based approach

Cost income ratio — EU comparison (3Q25)
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Cost efficiency has also supported profitability. Estonia’s cost/income ratio
has structurally remained below the EU average, reflecting a relatively
digitalized, concentrated and scalable banking market. While the ratio
deteriorated temporarily in 2020-21, it improved markedly from 2022
onward as revenue growth from higher net interest income outpaced
operating cost inflation.

Unlike Lithuania and Latvia, Estonia did not introduce a formal windfall or
solidarity tax on banks. Instead, in September 2023, the government
reached an informal agreement with the largest banks to distribute
additional dividends in 2024-25, thereby generating higher corporate
income tax (CIT) revenues.

Cost/income ratio by quarter
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In 2025, changes to the tax framework included an increase in the standard
CIT rate from 20% to 22% and higher advance tax payments for banks.
Overall, the tax environment remains relatively supportive for banks,
although recent measures point to a gradually increasing policy focus on
capturing a larger share of the sector’s strong profitability.

The reforms to corporate taxation in recent years, which incentivized banks
to prioritize dividend payouts over profit retention, have contributed to a
decline in capital ratios. This was further supported by higher leverage and
continued expansion of loan portfolios. However, at 18.0% as of 3Q25, the
CETL1 ratio for the Estonian banking sector remains robust, in our view, and
comfortably above the EU average of 16.4%.

CET1 ratio by market — EU comparison (3Q25)
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Competitive landscape

The Estonian banking market remains relatively concentrated, dominated
by the Nordic incumbents Swedbank and SEB, with LHV emerging as a
strong domestic challenger. As of mid-2025, Swedbank held 39% of
deposits and 35% of loans, followed by SEB with 20% of deposits and 24%
of loans. LHV has established itself as a clear number three, with
approximately 20% of deposits and 14% of lending. Beyond the top three,
the market fragments quickly across smaller domestic banks such as Coop
Pank, Bigbank and Inbank, each holding mid-single-digit or lower market
shares.

Competition has intensified in recent years, supported by the expansion of
domestic banks and evolving customer behavior. Structural factors —
including high digital adoption, relatively low switching barriers, and
regulatory initiatives aimed at improving loan portability — are gradually
making the market more contestable. However, the scale, funding
advantages and established customer bases of the Nordic banks continue
to anchor the competitive landscape.

LHV has been the main share gainer, strengthening its position in both
deposits (+2pp yly in 1H25) and lending. In deposits, growth has been
particularly strong in the corporate segment, where LHV moved into the
number two position with a 26% market share in 1H25, while its 11% share
in household deposits remained broadly stable. On the lending side, LHV
increased its share of loans to private individuals by 2pp to 13%, driven
primarily by mortgage growth. The bank remains less prominent in
consumer lending, where smaller banks and specialized lenders have
gained share, and non-bank creditors continue to play a meaningful role.
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Loan portfolio and asset quality

LHV’s balance sheet expanded to EUR 10.0bn by end-March 2026. The
asset structure remains deliberately simple, with customer lending forming
the core exposure (39% of total assets in 1Q26), complemented by a
sizeable and conservatively managed liquidity portfolio. The latter primarily
comprises central bank reserves and a portfolio of high-quality liquid
securities, including Eurozone sovereign and other investment-grade
bonds, held largely in short duration. The loan portfolio is predominantly
floating rate, with ~90% linked to variable rates (as of 4Q25 and 1Q26),
supporting strong pass-through of interest rate changes to asset yields,
which is characteristic of the Baltic banking markets more broadly.

Loan portfolio (net) development — Estonia and UK
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At the end of 1Q26, LHV’s net customer loans had grown to EUR 5.6bn, of
which EUR 4.7bn was generated by the Estonian LHV Pank. While Estonia
remains the dominant contributor in absolute terms, having expanded
steadily and significantly over the past ten years, the pace of growth clearly
moderated in 1Q26.

Going forward, this moderation is expected to continue, with management
guiding for +4% yly growth in 2026, as underwriting increasingly prioritizes
returns over volumes. Mortgages remain the primary growth driver
domestically, while corporates and SMEs are expected to contribute at a
more measured pace.

Loan portfolio by loan type (2025)
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In contrast, the UK business has emerged as the clear growth engine. The
UK loan book has expanded rapidly from just EUR 0.08bn in 2023 to EUR
0.35bn in 2024, EUR 0.78bn in 2025 and EUR 0.88bn by 1Q26. Looking
ahead, management expects the UK portfolio to reach EUR 1.2bn by
end-2026, which appears achievable, given the strong current momentum.

The group loan portfolio is clearly skewed towards corporate lending, which
represents the dominant exposure overall (58% of the loan book). Within
this, SME lending forms the core at 44% of total loans, while private lending
accounts for a further 33%. The remaining segments — leasing (3%),
financial corporates (3%), consumer financing (2%) and public sector (1%)
— collectively represent only a minor share of the book.

While lending to households has grown strongly in recent years, real estate
financing within the corporate book has expanded at a significantly faster
pace. Real estate accounted for 54% of non-financial corporate exposures
(2025), with volumes more than doubling since end-2023, driven to a large
extent by the rapid build-out of the UK portfolio. The remainder of the
corporate book is relatively fragmented, with manufacturing (7%) and
energy (6%) representing the next largest sectors, followed by a broad mix
of industries each contributing low single-digit shares.

The high share of real estate loans in LHV’s portfolio makes sector
concentration a key credit risk consideration. This positioning is not unique
to LHV, but reflects the broader structure of the Estonian banking market,
where real estate has traditionally been the largest recipient of bank
financing. Nevertheless, the elevated concentration increases LHV’s
sensitivity to adverse developments in the property market, including
declines in real estate values, weaker tenant cash flows or a broader
macroeconomic downturn, all of which could pressure asset quality.

Non-financial corporate portfolio by sector (gross, 2025)
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Asset quality

LHV’s asset quality is very strong by regional standards, with problem loan
formation persistently low, despite rapid balance sheet growth. The stage 3
ratio (NPL) remained below 1.0% until the end of 2024. The increase in the
Stage 3 ratio to 1.6% at end-2025 was primarily driven by a small number
of larger corporate exposures migrating to Stage 3. These developments
were idiosyncratic and case-specific, rather than indicative of a broader
deterioration in portfolio quality. Importantly, these exposures are well
collateralized and actively managed. The stabilization observed in 1Q26,
with Stage 3 volumes broadly unchanged and the ratio declining, supports
the view that LHV’s asset quality is structurally resilient and that the 2025
increase in non-performing loans was temporary.



ERSTES

Group

Deposit-led funding with
established market access

Subordinated instruments
supporting capital structure

Total liabilities (1Q26)

" 9.98
8
S &6
o
)
L
4
2
0.19
0.21
0

Source: LHV, Erste Group Research

Erste Group Research

CEE Equity Research — Company Report
LHV Group | Banks | Estonia

22 May 2026

Page 20/40

Loan portfolio by stages, NPL ratio
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Funding

LHV’s liability structure remains deposit-led, complemented by wholesale
funding and subordinated instruments. At the end of 1Q26, funding
comprised customer deposits of EUR 7.80bn (84% of total liabilities),
alongside debt securities of EUR 1.05bn, subordinated debt of EUR 0.21bn
and equity of EUR 0.73bn (incl. minorities). Within non-deposit funding,
LHV has established a solid track record of market access through senior
unsecured issuance, with outstanding senior bonds totaling EUR 497mn as
of 1Q26. In addition, LHV Pank operates a EUR 1.5bn covered bond
program, under which EUR 558mn had been issued by the end of the
quarter, further supporting funding diversification and MREL compliance.
Moody’s assigns a Baa2 rating with positive outlook to AS LHV Group,
while AS LHV Pank is rated A3/P-2 on deposits and its mortgage covered
bonds carry an Aaa rating.

In the subordinated category, LHV utilizes a combination of Tier 2 and
Additional Tier 1 (AT1) instruments, which form an important part of the
group’s capital stack and support both regulatory capital ratios and
loss-absorbing capacity. At the end of March 2026, three Tier 2 issues and
two AT1 bonds were outstanding, totaling EUR 0.21bn. The most recent
transactions include a EUR 80mn Tier 2 bond issued in September 2025
with a 5.50% coupon, and a EUR 50mn AT1 instrument issued in April
2025 carrying a 9.50% coupon.
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Customer deposits have grown strongly in recent years, increasing from
EUR 5.8bn in 2021 to a peak of EUR 8.1bn in 2025, before moderating
slightly to EUR 7.8bn in 1Q26, reflecting deliberate funding mix
optimization. Structurally, the deposit base has evolved meaningfully, with
the emergence of deposit platforms from virtually zero in 2021 to EUR
1.3bn in 2025. At the same time, core “other deposits” (primarily granular
retail and corporate funding) increased steadily to EUR 5.2bn, supporting
an improvement in deposit quality and stability. Since late 2025, LHV has
been actively reducing platform deposits, in line with its strategy to prioritize
more stable, relationship-based funding.

Banking services’ deposits, largely sourced from financial intermediaries
(including fintech and payment institutions), remain inherently more volatile
given their transactional nature and concentration among a limited number
of clients. These balances can fluctuate materially and therefore LHV
maintains high liquidity buffers against such deposits, typically holding
liquid assets broadly matching the associated balances, thereby limiting
liquidity risk, despite the higher volatility.

The composition of the deposit base has also shifted. The share of term
deposits rose sharply during the rate hiking cycle, peaking at 34% in 2023
(EUR 1.9bn), before declining to 24% in 2025 and 1Q26 as the rate
environment normalized and customer preference shifted back towards
current accounts. As a result, demand deposits remain the dominant
funding source at EUR 6.0bn in 1Q26.

Overall, LHV’s funding profile and liquidity position remain robust. The loan-
to-deposits ratio stood at 86.2% at end of 1Q26 (excluding banking
services deposits; incl.: 71.6%), underscoring a comfortable deposit-funded
balance sheet. Liquidity buffers remain ample, with the LCR at 185%
(1Q26: 192%), broadly stable within the 180-200% range seen in recent
years. This metric is significantly influenced by deposits from financial
intermediaries; excluding these balances, the LCR rises markedly to 402%
(1Q26), highlighting the group’s underlying liquidity strength on a core
customer basis. The NSFR also remains strong at 157% (1Q26: 150%),
consistently tracking within a 144-163% range over the past five years, and
well above regulatory requirements.

Capital and dividends

LHV Group remains comfortably capitalized, with capital ratios consistently
running well above both the regulatory minimum and management’s
internal targets, despite strong loan growth and the associated increase in
risk-weighted assets in recent years. At the end of 2025, the CET1 ratio
stood at a solid 17.04%, while the Tier 1 ratio reached 18.86% (including
AT1 instruments), against RWAs of EUR 3.86bn. Reflecting continued
balance sheet expansion, RWAs increased further to EUR 3.97bn in 1Q26,
putting pressure on capital ratios. At the same time, a higher dividend
distribution for 2025 (EUR 0.17/share), alongside the typical non-
recognition of interim profits, led to a sequential decline in capital levels. As
a result, the CET1 ratio decreased to 16.2% in 1Q26.

The current regulatory requirement for the CET1 ratio is 13.7%, while the
internal target is 15.35%. The total capital ratio (incl. Tier 2 instruments)
stood at 22.39% at end-2025 and 21.43% in 1Q26, still comfortably above
both the 20% internal total capital target and the 18.5% regulatory
minimum. The requirement is composed of an 11.0% SREP capital
requirement (6.19% CET1 component) and combined buffers of 6.0%,
comprising a 2.50% capital conservation buffer, a 1.50% countercyclical
buffer, a 2.00% O-SII buffer and no systemic risk buffer. In addition, Pillar 2
guidance of 1.50% also applies.
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As of 1Q26, LHV reported an MREL-TREA ratio of 33.43% and an
MREL-LRE ratio of 12.59%, compared to regulatory minima of 32.5% and
7.0%, respectively. The MREL-TREA is the binding metric for dividend
capacity, with the group maintaining a visible buffer above the distribution
threshold.

New dividend policy

LHV has historically followed a conservative dividend approach, with
distributions effectively limited by an up to 25% payout ratio guideline and
adjusted for growth and regulatory needs. Dividends remained modest
through 2022-23 (EUR 0.04 per share, 18-19% payout ratio), before
increasing to a EUR 0.13 DPS on the back of strong earnings in 2023 and
an increase in the payout ratio to 27%. However, despite record profitability
in 2024, the dividend was reduced to EUR 0.09 per share (an 18% payout
ratio), reflecting tighter capital constraints following ECB supervision,
including the asset quality review and SREP process, combined with strong
loan growth and a deliberate build-up of internal capital buffers, which
limited headroom for distributions.

In February 2026, LHV updated its dividend policy, introducing a 25-50%
payout range. Under this new framework, management proposed a
substantial increase in the dividend to EUR 0.17 per share (49% payout
ratio) from 2025 earnings, demonstrating a clear willingness to distribute
above the historic 25% level when capital allows and signaling a transition
towards a more balanced capital optimization approach.

Profitability, income and costs

LHV’s financial performance over the past five years has been defined by a
combination of strong structural balance sheet growth and pronounced
sensitivity to the Eurozone rate cycle. The group’s predominantly
variable-rate loan book allowed assets to reprice materially faster than
liabilities during the ECB tightening phase, driving a sharp expansion in net
interest income, which nearly doubled y/y to EUR 253.8mn in 2023 and
further increased to EUR 273.3mn in 2024 before normalizing in 2025.
Total income evolved broadly in line with this NII trajectory, highlighting the
central role of rates in shaping the earnings profile. Profitability followed
suit, with net profit (after minorities) rising from EUR 59.8mn in 2022 to
EUR 139.6mn in 2023 and EUR 149.0mn in 2024, while ROE peaked at
29.0% in 2023 and moderated to 24.5% in 2024 as the rate tailwind began
to fade. Notably, this earnings expansion was achieved alongside
sustained operational discipline, with the cost/income ratio holding at 43%
through 2023-24, despite continued strategic investments — particularly in
the UK banking platform — and increasing regulatory complexity.

In 2025, earnings reflected a more challenging mix of falling base rates and
intensified deposit competition: total income declined by 10% y/y to EUR
304.8mn, as NIl fell by 14% y/y to EUR 235.1mn, only partly offset by a 5%
yly increase in net fee and commission income. The NIl decline was clearly
margin-driven, as underlying business momentum remained robust — total
assets grew by 17% yly, the loan book expanded by 20%, and deposits
increased by 18%. At the same time, operating expenses rose by 8% yly,
pushing the cost/income ratio up to 52.3% and compressing net profit to
EUR 114.3mn (-22% yly; ROE 16.0%). Within the year, 3Q marked the
trough for profitability, reflecting the faster pass-through of declining rates to
earning assets vs. more slowly repricing deposits, with net profit of EUR
26.3mn and ROE of 14.3%. Performance improved into year-end, with 4Q
NIl and net profit rising by 8% and 17% q/q, respectively. Overall, LHV fell
short of its financial plan targets — an outcome management explicitly
acknowledged and addressed with a renewed focus on improving
profitability.
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Financial results and key indicators 2020-1Q26

Consolidated, IFRS
(EUR, mn) 1Q26 2025 4Q25 3Q25 2Q25 1Q25 2024 2023 2022 2021 2020
Net interest income 59.3 2351 59.9 55.5 57.6 62.0 2733 253.8 129.1 97.3 68.5
Net fee & commission inc. 14.7 63.3 18.3 15.3 15.6 141 60.3 50.8 44.9 43.5 334
Net gains fromfinancial assets 0.3 3.7 0.2 1.2 -0.4 2.7 1.1 0.7 -0.6 -0.9 1.6
Other operating income 0.1 0.3 0.2 0.0 0.0 0.0 2.6 1.8 0.1 0.5 0.1
Net insurance income -0.7 25 0.2 0.6 11 0.6 1.0 3.3 0.0 0.0 0.0
Total income 73.7 304.8 78.8 72.7 73.9 794 3383 3105 1735 1404 1035
Operating expenses -45.6 -159.3 -425 -388 -405 -375 -1469 -134.3 -89.6 -65.2 -44.0
Pre-provision profit 28.1 1455 36.4 33.9 334 419 1914 176.1 83.9 75.2 59.6
Risk costs -1.3 -15 1.7 -1.7 4.2 -5.7 -16.3 -11.5 -8.1 -3.9 -10.9
Pre-tax profit 26.8 1440 38.0 32.2 375 36.2 1751 164.6 75.9 71.2 48.7
Net profit after minorities 19.8 114.3 29.9 25.7 30.0 28.6 149.0 139.6 59.8 58.3 38.0
Net interest margin (on TA, %) 2.35% 2.48% 2.43% 2.35% 2.58% 2.88% 3.45% 3.83% 1.99% 1.65% 1.71%
Net fee margin (on TA, %) 0.58% 0.67% 0.74% 0.65% 0.70% 0.65% 0.76% 0.77% 0.69% 0.74% 0.83%
Cost / income ratio (%) 61.9% 52.3% 53.9% 53.3% 548% 47.3% 43.4% 433% 51.7% 46.4% 42.5%

ROE() oo 10.7% 16.0% 16.1% 14.3% 17.4% 17.0% 245% 29.0% 164% 21.1% 17.3%
Core Tier 1 ratio 16.2% 17.4% 17.0% 17.7% 184% 17.9% 18.1% 185% 16.0% 143% 13.3%
Tier 1 ratio 18.0% 19.3% 18.9% 19.7% 20.4% 18.9% 19.2% 20.7% 18.4% 16.1% 15.6%
Capital adequacy ratio 21.4% 22.8% 224% 233% 23.0% 21.6% 21.9% 235% 21.7% 20.0% 20.5%
MREL-TREA 33.4% 354% 354% 36.1% 36.7% 33.9% 345% 357% 30.0%

Loan / deposit ratio (%) 72% 67% 67% 70% 68% 72% 66% 62% 65% 46% 54%
Customer loans (net) 5585 5465 5465 5234 4999 4,729 4552 3562 3,209 2,677 2,209
Customer deposits (net) 7,803 8,134 8,134 7,453 7,364 6,604 6910 5731 4,901 5808 4,120
Shareholders' equity (excl. minorities) 721 758 758 729 707 671 670 548 413 316 237
Total assets 9,984 10,233 10,233 9530 9,384 8508 8,736 7,126 6,135 6,845 4,971

Source: LVH, Erste Group Research

Challenging start to 2026, but
momentum intact as 2Q begins

High reliance on NII, limited
contribution from other income
lines

1Q26 showed a continuation of the trends from 2025, with continued
volume strength, but ongoing margin and cost pressure. Net profit after
minorities came in at EUR 19.8mn (-32% y/y), with ROE at 10.7%, broadly
in line with the financial plan for 2026. Revenue remained under pressure
(net income —-7% q/q), with NIl broadly stable at EUR 59.3mn, reflecting
ongoing funding cost headwinds. Costs were a key swing factor, rising ~7%
g/q and >20% yly, affected by one-offs (nearly EUR -1.5mn, mainly
personnel and advisory) alongside continued investment, pushing the
cost/income ratio to 62%. At the segment level, insurance delivered a weak
quarter with elevated claims, weighing on group profitability, while UK
operations continued to scale strongly, with the loan book growing ~79%

yly.

The results for April 2026 (reported in May) showed early signs of
improvement, with net profit of EUR 8.7mn and ROE rising to 14.3%,
supported by stabilizing NII, controlled costs, and low risk costs. Business
volumes continued to expand, with the loan book reaching EUR 5.6bn and
deposits recovering to EUR 7.9bn. Cumulative net profit for the first four
months of 2026 (EUR 28.4mn) tracked slightly ahead of plan.

Income lines

The income base is structurally dominated by net interest income (NII),
complemented by a steadily growing contribution from net fee and
commission income (NFCI), while other income lines remain comparatively
small and more volatile. In 2025, the two core income streams accounted
for ~98% of total net income, with NIl at EUR 235mn (77% of total income)
and NFCI at EUR 63mn (21%). The remaining income categories — net
gains from financial assets (EUR 3.8mn), net insurance income (EUR
2.5mn) — are small in size, but provide incremental diversification and, in
the case of insurance, gradually increasing strategic relevance.
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Source: LHV, Erste Group Research

NIl normalizes after rate peak,
NFCI remains resilient

Personnel-driven cost base

Growth led by staff and IT
investments

Looking at the multi-year development (4Q20-1Q26), NIl has been the key
driver of both income growth and earnings volatility, closely tracking the
rate cycle. Interest income expanded sharply through 2022-23, peaking at
above EUR 110mn per quarter as assets repriced rapidly, while interest
expense lagged, driving a widening spread and record NIl. From late 2023
into 2024, the spread reached its peak (above 4%) before compressing
materially through 2024-25, as funding costs caught up and base rates
declined. By 2025 and into 1Q26, interest income moderated while interest
expense remained comparatively sticky, resulting in a visibly narrower
spread (2-2.5%) and stabilizing, but lower, NIl levels. In contrast, NFCI
exhibits a structurally more stable and less cyclical profile, trending upward
from 2020, albeit with some quarterly volatility driven by one-off items (e.g.
performance fees). This reflects continued growth in underlying customer
activity, payment volumes and asset management.

Expenses

LHV’s cost base is largely people-driven, with staff costs of EUR 91.0m in
2025 (57% of total operating expenses), reflecting the group’s continued
scale-up across Estonia and the UK and the broader need to resource risk,
compliance and reporting capabilities. Beyond personnel costs, other
operating expenses remain the second-largest bucket, typically capturing
outsourced services (EUR 44.7mn or 28% of total expenses in 2025),
professional fees and other day-to-day running costs. The remaining lines
are comparatively modest: IT expenses of EUR 15.4mn (2025; 10% of total
expenses), marketing of EUR 5.4mn (3%), and office rent/expenses of EUR
2.8mn (2%), all adding up to EUR 159.3mn total operating expenses in
2025.

From a multi-year perspective, LHV’s operating expenses have risen
materially as the group expanded: expenses increased nearly four-fold from
EUR 44mn in 2020. Staff costs were the biggest factor in the cost growth
since 2020, rising from EUR 23.9mn in 2020 to EUR 91.0mn in 2025. In
parallel, IT spending also increased sharply, from EUR 3.3mn in 2020 to
EUR 15.4m in 2025. This reflects LHV’s focus on strengthening technology
foundations and modernizing core platforms to support scalable digital
delivery.
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Operating expenses by category (2025)
3% 2%

= Staff costs

= Other operating expenses

= |T expenses

= Marketing expenses

Office rent and expenses

Source: LHV, Erste Group Research

1Q26 pressure from one-offs; In 1Q26, cost pressure was elevated, with operating expenses growing to

efficiency to improve EUR 45.6mn (+7% q/q, +21% yly), due to one-off personnel items, higher
outsourced consulting services and additional reserves. Looking forward,
LHV’s 2026 financial plan still implies contained underlying cost growth and
explicitly frames efficiency as a priority, with cost growth expected to
remain below income growth, resulting in a modest improvement in the
cost/income ratio vs. 2025.

Risk costs
Contained risk costs with LHV’s risk costs have historically remained moderate and well-controlled,
limited 2024 spike reflecting solid asset quality and disciplined underwriting. Over 2020-25,

impairment charges increased in absolute terms alongside strong balance
sheet growth (from EUR 10.9mn in 2020 to EUR 16.3mn in 2024, before
declining to EUR 1.5mn in 2025), but in relative terms risk costs remained
contained below 40bp. The somewhat higher level in 2024 was mainly
driven by loan book expansion and more forward-looking provisioning,
including buffers related to specific counterparties and model adjustments,
rather than a broad-based deterioration in credit quality. This is supported
by the quick decline in impairments towards the end of 2024 and into 2025.

Risk costs by quarter by year
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Normalization expected at ~20—
25bp over cycle

Mid-term peak in earnings
behind, but profitability
remains solid

Operating leverage to drive
ROE recovery

Net profit after minorities by quarter
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Pank dominates earnings, with
diversification from
subsidiaries
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In the most recent periods, risk costs have normalized to very low levels,
effectively close to Obp in 2025, and remained limited in 1Q26 (EUR 1.3mn,
9bp). Looking ahead, the financial plan implies a normalized cost of risk in
the range of 20—-25bp, which appears a reasonable through-the-cycle
assumption, given continued loan growth and a stable macro backdrop.

ROE and earnings outlook

After a strong profitability phase in 2023-24 (net profit peaking at EUR
149mn in 2024), earnings declined to EUR 114mn in 2025, primarily
reflecting lower NIl and higher costs. Consequently, ROE moderated to
16% in 2025 (vs. >20% in prior years), broadly in line with the normalization
in spreads and profitability. Despite this decline, underlying profitability
remains solid, supported by continued business growth and a still-healthy
pre-impairment earnings base.

Looking ahead, LHV’s financial plan assumes broadly stable net profit in
2026 (EUR 116mn), despite the lower rate environment, with gradually
improving ROE thereafter as operating leverage strengthens and the
cost/income ratio declines. The plan explicitly targets stronger profitability
over the medium term, supported by continued volume growth, recovering
margins and a more efficient cost base, implying a re-acceleration in
returns from current levels.
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Segment performance

The group’s earnings profile is still overwhelmingly driven by LHV Pank
(Estonian bank), which consistently accounts for the vast majority of group
profits and reflects its position as the core Estonian franchise. Pank’s net
profit expanded strongly from EUR 31mn in 2020 to a peak of EUR
~140mn in 2023 and 2024, before moderating to EUR 106mn in 2025, in
line with group-level earnings pressure. Outside the Estonian bank,
contributions from smaller subsidiaries remain modest but increasingly
diversified. LHV Finance (consumer finance; 65% owned) has shown
steady growth, reaching EUR 5mn profit in 2025, supported by stable
lending activity. LHV Varahaldus (asset management) remains more
volatile, due to performance-fee dependence, with earnings fluctuating
across years but settling at EUR 4mn in 2025. LHV Kindlustus (insurance,
65%) has recently turned structurally profitable, contributing EUR 2-3mn
annually, but earnings remain volatile, as evidenced by the loss in 1Q26,
reflecting sensitivity to claims and seasonality. Finally, LHV Paytech
(payments infrastructure) operates close to break-even, reflecting its role as
a strategic platform rather than a near-term profit driver.
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UK bank with path to
standalone profitability
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The most notable development among the smaller units is LHV Bank (UK
banking), where the earnings trajectory highlights the transition from
start-up losses (EUR -12mn in 2022) to initial profitability in 2023 and
further improvement to EUR +5-6mn in 2024-25. A key feature is the
intra-group fee-sharing model, under which the UK entity receives a share
of revenues — primarily linked to financial intermediary business — which
supports its reported earnings. Strategically, however, the objective is for
the UK bank to become fully self-sustaining and profitable on a standalone
basis, as scale is achieved in retail banking and SME lending. Overall,
while Pank remains the core earnings engine, improving contributions from
other subsidiaries — particularly the UK bank and insurance arm — should
provide diversification, growth and upside to group profitability over time.

LHV Pank (Estonia) — net profit by year
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driven by balance sheet
growth, operating leverage

Improved 2026 NIl outlook,
gradual margin expansion
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Cost discipline supports

improving efficiency profile

Reversion to normalized risk
costs from 2026

Robust loan growth backed by
healthy deposit base

Stable capital base supports
growing shareholder returns
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Erste Group forecasts

Summing it all up, we introduce our first set of forecasts for LHV Group,
anchored on management’s 2026-2030 financial plan but deliberately tilted
to a slightly more conservative earnings trajectory, particularly beyond
2026. Even with our more cautious stance on the cost base and credit
normalization, we still see a compelling growth story: earnings more than
double over the next five years, supported by strong balance-sheet
expansion and sustained operating leverage. In our numbers, net profit
after minorities rises from EUR 114.3mn in 2025 to EUR 264.9mn in 2030
(+132%), with ROE improving from 16.0% in 2025 to 20.4% by 2030.

On revenues, we are modestly more optimistic for 2026, primarily reflecting
a stronger expected y/y increase in net interest income. This is driven by
our view that the interest-rate backdrop may prove somewhat more
supportive than previously assumed, as we incorporate the recent shift in
market expectations following the outbreak of the Middle East conflict.
From 2027 onward, however, our NIl trajectory is more conservative than
LHV’s, reflecting a more cautious stance on margin normalization and
competitive pressures. For fee and commission income, we expect
continued structural growth, broadly in line with balance-sheet expansion.
Overall, total income returns to growth from 2026 and scales meaningfully
through the outer years, increasing from EUR 338mn in 2026 to EUR
576mn by 2030.

Cost growth is projected to remain clearly below total income growth in
2026 as well as over the medium term. However, we continue to factor in
ongoing inflationary pressures on the cost base. As a result, our
cost/income ratio projection improves steadily but remains slightly less
ambitious than the company’s guidance. In our model, the C/I ratio declines
to 36.8% by 2030, from an expected 51.1% in 2026.

On risk costs, we assume a normalization from 2026 onward. Risk
provisions step up to EUR -17.3m in 2026 from a very low base in 2025,
reflecting a return to more typical levels rather than any specific credit
concerns, and then increase gradually thereafter in line with portfolio
growth and seasoning. This corresponds to a cost of risk of around 30bps
over 2026-2030, which we consider a prudent through-the-cycle
assumption.

For the balance-sheet development, we forecast net customer loans rising
from EUR 5.47bn in 2025 to EUR 10.06bn by 2030, implying sustained
double-digit growth of roughly 11-15% per year. Deposit growth remains
robust as well, supporting the expansion, with the loan-to-deposit ratio
gradually increasing from 67% in 2025 to around 80% by 2030 in our
forecasts.

Finally, our dividend outlook is constructive, reflecting a higher payout ratio
that remains within LHV’s stated policy corridor and is consistent with
sustained capital generation. In our model, the payout ratio stabilizes in the
45-48% range, supporting DPS growth from EUR 0.17 in 2025 and 2026 to
EUR 0.35 by 2030. Even with this higher distribution profile, capitalization
remains solid, as strong capital generation offsets loan growth and rising
RWAs, keeping the CET1 ratio broadly stable at around 16% over the
medium term.
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(EUR, mn) 2021 2022 2023 2024 2025 2026e 2027e 2028e 2029e 2030e
Net interest income 97.3 129.1 253.8 273.3 235.1 258.6 294.3 3425 394.7 450.5
Net fee & commission inc. 42.6 44.7 50.8 60.3 63.3 75.6 86.1 97.3 106.7 116.0
Other income 0.5 -0.2 5.8 4.7 6.5 3.4 4.6 6.5 7.8 9.3
Total income (net) 140.4 173.5 310.5 338.3 304.8 337.6 385.1 446.2 509.2 575.8
Operating expenses -57.0 -82.3 -1209 -1380 -159.3 -1724 -180.2 -190.7 -2009 -211.8
Risk costs -3.9 -8.1 -115 -16.3 -15 -17.3 -19.6 -22.5 -25.6 -28.7
Pre-tax profit 79.5 83.2 178.0 184.1 144.0 147.9 185.4 233.0 282.6 335.2
Profit after taxes 68.5 68.8 154.4 159.3 117.0 119.0 149.4 188.1 228.4 271.2
Net profit after minorities 66.5 67.2 153.0 157.9 114.3 116.9 146.5 184.4 223.6 264.9
EPS (EUR) 0.23 0.22 0.48 0.49 0.35 0.36 0.44 0.55 0.66 0.78
DPS (EUR) 0.04 0.04 0.13 0.09 0.17 0.17 0.20 0.25 0.30 0.35
Dividend payout ratio 18% 19% 27% 18% 49% 48% 45% 45% 45% 45%
BVPS (EUR) 11 1.3 1.7 2.1 2.3 25 2.8 3.2 3.6 4.0
TangibleBVPS(EUR) . 10 12 16 20 23 25 28 31 35 40
Customer loans (net) 2,677 3,209 3,562 4,552 5,465 6,067 6,977 8,023 9,066 10,063
Growth 21.2%  19.8% 11.0% 27.8% 20.1% 11.0% 15.0% 15.0% 13.0% 11.0%
Net interest margin (on avg. TA) 2.84% 199% 3.84% 345% 2.48% 2.45% 254% 2.61% 2.69% 2.77%
Cost / income ratio -40.6% -47.4% -38.9% -40.8% -52.3% -51.1% -46.8% -42.7% -39.5% -36.8%
Cost of risk (on avg. net loans) -0.16% -0.27% -0.34% -0.40% -0.03% -0.30% -0.30% -0.30% -0.30% -0.30%
NPL ratio 0.6% 0.6% 0.2% 0.7% 0.8% 1.6% 1.4% 1.3% 1.2% 1.1%
ROE (on avg. equity) 42.0% 184% 31.8% 259% 16.0% 14.7% 16.6% 18.3% 195% 20.4%
Loan / deposit ratio (net loans) 46% 65% 62% 66% 67% 71% 74% 78% 80% 80%
RWA / total assets (RWA density) 28.2% 37.1% 35.9% 40.7% 37.7% 40.6% 42.1% 43.1% 44.0% 44.8%
CET1 ratio 143% 16.0% 185% 16.9% 17.0% 16.6% 159% 159% 15.7% 15.9%
Total capital ratio 20.0% 21.7% 235% 20.4% 224% 21.4% 205% 20.9% 20.5% 20.3%

Source: LHV, Erste Group Research

Initiation with Buy and target
price of EUR 4.40

Prudent terminal value and
discount rate assumptions

Valuation based on three-stage
dividend discount model

Valuation

We initiate coverage of LHV Group with a Buy recommendation and a
12-month target price of EUR 4.40, implying compelling upside from the
current share price.

Our valuation is derived from a three-stage dividend discount model (DDM),
underpinned by detailed earnings and dividend projections over the explicit
forecast period (2026-30). Importantly, our assumptions for both the
terminal value and discount rates are deliberately conservative, providing a
prudent anchor to our valuation. Specifically, we assume a terminal ROE of
15%, which is materially below our mid-term profitability expectations. The
cost of equity is set at 12.2% during the explicit forecast period and
declines to 11.3% in the terminal phase. These assumptions are based on
a risk-free rate of 3.5% in the detailed period and 4.0% in the terminal,
consistent with Estonia’s sovereign profile and long-term government bond
yields.

Our DDM framework captures three distinct phases. The first stage
explicitly models earnings and dividends through 2030. In the second
stage, spanning an additional ten years, we gradually normalize growth,
profitability, and cost of equity assumptions toward sustainable levels. The
terminal phase reflects a steady-state environment. Discounting all cash
flows back to May 2026 using a risk-adjusted cost of equity incorporating
both country risk premium and business model considerations yields our
current fair value estimate. We then roll this forward at the cost of equity to
derive our 12-month target price.
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Dividend Discount Model Stage | Stage I TV
in EUR 2026e 2027e 2028e 2029e 2030e 2031e-2040e 2041ff
ROE 12.7% 13.2% 13.9% 19.5% 20.4% 15.9% 15.0%
BVPS 25 2.8 3.2 3.6 4.0
EPS 0.4 0.4 0.6 0.7 0.8
EPS growth 2.1% 24.2% 24.6% 20.1% 17.3% 6.6% 4.0%
Payout ratio 47.6% 45.1% 45.3% 45.3% 45.0% 42.5% 50.0%
DPS 0.2 0.2 0.3 0.3 0.4
Cost of equity 12.2% 12.2% 12.2% 12.2% 12.2% 12.4% 11.3%
PV stage | 0.9
PV stage Il 13
PV Terminal value 1.7
Equity value - DDM 3.92
Equity value - DDM (12m) 4.40
Equity value breakdown Sensitivity of equity value (12m)
Terminal value ROE
13.0% 14.0% 15.0% 16.0% 17.0%
10.3%| 2 4.18 4.45 4.73 5.02 5.33
10.8%| = 4.04 4.29 4.55 4.83 5.12
ke 11.3% »; 3.01 4.15 4.40 4.66 4.94
PV 11.8% @ 3.81 4.03 4.27 4.52 4.78
Terminal 12.3%| © 3.71 3.93 4.15 4.39 4.63
value 44%
Terminal value growth
PV stage 3.0% 3.5% 4.0% 4.5% 5.0%
34% 103%| » 442 4.56 4.73 4.92 5.16
10.8%| = 4.28 441 4.55 4.72 491
11.3% -g 417 4.28 4.40 4.54 4.71
11.8% ‘g 4.06 4.16 4.27 4.39 4.53
12.3%| ©O 3.97 4.06 4.15 4.26 4.38
Source: Erste Group Research
Peer group

Attractive valuation multiples

with discounts to peers

Improving returns not yet

reflected in valuation

Our peer group for LHV comprises our core CEE banking coverage, select
regional banks with meaningful CEE exposure, and Nordic banks. On our
estimates, LHV is trading at an attractive forward P/E of 7-9x for 2026e-
2027e, broadly in line with Baltic peer Artea, but at a clear discount to both
the wider CEE universe and Polish banks in particular. The implied
dividend yield of 5-6% is broadly aligned with peers.

On a P/BV basis, LHV trades at 1.2-1.3x on our 2026-27 estimates. In our
view, this multiple does not fully reflect the bank’s medium-term earnings
growth potential and improving profitability profile. Notably, even when
benchmarking against our 2026 estimates — which we consider a mid-cycle
trough in profitability — LHV screens at a discount in the ROE vs. P/BV
regression vs. peers (see chart below).

In our view, LHV’s current valuation implies an undemanding multiple for a
bank with a clearly improving return profile, underpinning our Buy

recommendation.
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Peer group comparison

Market Price / Book Value Price / Earnings Dividend yield Return on Equity
Bank | Region capitalization
EUR mn 2025 2026e 2027e | 2025 2026e 2027e @ 2025 2026e 2027e | 2025 2026e 2027e

Central & South East European banks

oTP 292655 16 17 15 80 90 80 30% 27% 28% 21.5% 20.1% 20.1%
RBI 147829 07 07 07 89 61 62 39% 39% 44% 7.8% 12.3% 10.9%
BAWAG 11,3395 24 25 24 90 114 97 48% 4.9% 58% 27.0% 23.0% 25.4%
Komercni banka 77008 17 15 14 129 100 95 7.8% 7.0% 7.3% 135% 14.7% 15.0%
Banca Transilvania 67985 17 23 24 73 106 119 47% 33% 2.9% 24.6% 22.7% 21.1%
Nova Ljubljanska Banka 4480 10 11 10 73 84 75 7.6% 6.6% 7.3% 14.4% 13.7% 14.2%
Moneta 39075 30 28 28 167 156 149 53% 56% 58% 18.4% 18.5% 18.7%
BRD Groupe SG 40508 18 18 16 121 131 120 40% 45% 57% 155% 14.5% 14.3%
Addiko Bank 520.7 06 06 100 117 109 00% 51% 55% 51% 50% 54%
Mean 16 17 16| 102 106 10.1
Polish banks

PKO BP 284754 18 20 18 100 140 91 64% 63% 53% 19.3% 14.7% 21.1%
Bank Pekao 141082 15 17 16 77 105 97 9.0% 87% 7.1% 20.9% 16.0% 16.8%
ING Bank Slaski 12,0703 21 23 21 97 137 123 74% 6.7% 55% 24.0% 17.3% 17.8%
mBank 11,8349 24 21 18 159 140 121 00% 00% 2.1% 16.4% 158% 16.0%
Bank Millennium 51666 24 21 19 183 162 107 00% 00% 2.2% 14.3% 13.9% 18.6%
Alior Bank 36853 11 12 11 61 95 85 83% 75% 7.9% 19.6% 12.4% 13.4%
Bank Handlowy 35838 14 17 17 87 111 133 13.0% 132% 9.0% 16.1% 14.4% 12.6%

Mean 1.8 1.8 17, 107 122 104| 6.4% 6.3% 6.0%| 18.6% 15.5% 17.0%

Banks with material CSEE exposure

UniCredit 109,313.0 1.6 15 14| 10.2 9.5 8.6 45% 55% 6.1%| 154% 16.1% 16.7%
Intesa Sanpaolo 65,633.4 15 15 14| 105 9.6 8.8 6.8% 7.9% 8.7%| 14.8% 155% 16.3%
Societe Generale 48,023.5 0.8 0.7 0.6 8.7 7.3 64 28% 33% 38% 88% 9.6% 10.2%
Erste Group 41,755.1 17 15 14, 118 9.9 88| 08% 42% 51%)| 148% 151% 15.4%
KBC Group 38,961.8 16 15 125 112 100 47% 56% 6.4% 13.6% 14.4% 153%

Mean 15 14 13| 10.7 9.5 85 3.9% 53% 6.0%| 13.5% 14.1% 14.8%

Nordic banks

Artea bankas 5769 10 09 08 108 82 60 51% 67% 92% 95% 11.0% 14.0%
LHV Group 10831 15 13 12 102 88 70 48% 51% 60% 160% 155% 17.4%
Danske Bank 15 15 14 117 110 103 6.9% 7.3% 7.6% 12.6% 13.2% 13.9%
DNB A 15 15 14 101 108 103 6.3% 64% 6.6% 1520% 13.9% 13.9%
Nordea Bank 17 17 16 114 110 102 61% 62% 64% 147% 150% 15.2%
Skandinaviska Enskida Bani 16 15 14 118 114 104 61% 54% 57% 133% 13.2% 13.8%
Svenska Handelsbanken 14 14 14 118 116 113 123% 7.9% 7.5% 12.0% 12.0% 12.3%
Swedbank 17 16 114 123 111 90% 7.3% 7.5% 14.4% 13.6% 14.6%
Mean 16 15 15 113 114 107 7.9% 6.6% 6.8%| 13.9% 13.6% 13.9%)
Mean CSEE & Poland 7 17 16| 104 114 102] 54% 55% 56%| 17.4% 158% 16.5%
Mean CSEE exposure banks & Nordic: 15 14 13| 11.0 102 9.2| 58% 6.1% 6.7% 135% 13.7% 14.5%
Mean - total 16 16 15| 107 109 98] 56% 58% 6.1%| 157% 14.9% 15.7%

Source: FactSet, Erste Group Research
Prices as of 19/05/26
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ROE, P/BV regression based on 2026 estimates
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Income Statement 2022 2023 2024 2025 2026e 2027e
(IFRS, EUR mn, 31/12) 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027
Net interest Income 129.1 253.8 273.3 235.1 258.6 294.3
Risk provisions for loans and advances -8.1 -11.5 -16.3 -1.5 -17.3 -19.6
Net interest Income (after risk prov.) 121.1 242.3 257.1 233.6 241.3 274.7
Net fees & commission income a4.7 50.8 60.3 63.3 75.6 86.1
Dividend income
Trading result -0.6 0.7 11 3.7 11 1.2
Result on financial instruments 0.0 0.0 0.0 0.0 0.0 0.0
Other income 0.1 1.8 2.6 0.3 0.6 0.8
Total Income 173.5 310.5 338.3 304.8 337.6 385.1
Personnel expenses -46.8 -66.5 -82.3 -91.0 -101.0 -108.0
Other administrative expenses -13.5 -22.1 -21.7 -23.6 -25.4 -26.7
Depreciation and amortizaton -7.4 -13.4 -9.0 -11.5 -11.2 -9.5
Impairment of goodwill 0.0 0.0 0.0 0.0 0.0 0.0
Other expenses -22.0 -32.3 -33.9 -33.2 -34.8 -35.9
Total expenses -104.2 -153.2 -146.9 -159.3 -172.4 -180.2
Operating profit 61.3 145.7 175.1 144.0 147.9 185.4
Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0
Profit / loss before taxes 61.3 145.7 175.1 144.0 147.9 185.4
Income taxes -14.4 -23.7 -24.8 -27.0 -28.8 -36.0
Profit / loss after taxes 46.9 122.1 150.3 117.0 119.0 149.4
Minority interests -1.6 -1.3 -1.3 -2.7 -2.2 -2.8
Net result after minorities 45.2 120.7 149.0 114.3 116.9 146.5
Adjusted profit/loss before taxes
Adjusted net profit/loss
Balance sheet 2022 2023 2024 2025 2026e 2027e
(IFRS, EUR mn, 31/12)
Cash and balances with central banks 2,478.9 3,068.1 3,775.6 4,270.4 4,290.6 4,874.7
Loans and advances to banks (net) 3.4 51.3 42.8 42.0 29.4 30.9
Loans and advances to customers (net) 3,208.6 3,561.8 4,552.1 5,465.4 6,066.6 6,976.6
Interest-earning financial assets 373.6 340.3 309.8 403.0 405.6 425.8
Interest-earning assets 6,064.4 7,021.5 8,680.2 10,180.8 10,792.2 12,308.0
Non-interest earning assets 0.0 0.0 0.0 0.0 0.0 0.0
Equity holdings 1.2 1.0 1.0 1.0 11 11
Intangible assets 31.9 33.9 325 25.9 27.2 28.5
Tangible assets 9.6 11.2 8.9 5.6 5.9 6.2
Other assets 27.9 25.4 13.7 19.7 20.7 21.7
TOTAL ASSETS 6,135.0 7,093.0 8,736.3 10,233.0 10,846.9 12,365.5
Deposits from banks 147.8 0.0 0.0 0.0 98.4 299.2
Deposits from customers 4,900.5 5,731.0 6,910.1 8,134.4 8,541.2 9,395.3
Debt securities issued 438.6 563.7 927.7 1,043.6 1,074.9 1,397.4
Trading liabilities 3.9 1.8 0.0 1.3 1.3 1.4
Interest -bearning liabilities 5,487.0 6,294.7 7,837.8 9,178.1 9,714.5 11,091.9
LT provisions
Other liabilities 92.5 113.4 93.6 79.5 83.5 87.7
Subordinated liabilities 130.8 126.7 126.3 206.9 206.9 238.0
Total liabilities 5,714.2 6,536.7 8,057.7 9,465.8 10,006.2 11,418.9
Shareholders'equity 412.9 548.4 670.1 757.9 831.4 937.3
Minorities 7.9 7.9 8.6 9.3 9.3 9.3
Hybrid capital
Other reserves/equity
TOTAL LIAB. , EQUITY 6,135.0 7,093.0 8,736.3 10,233.0 10,846.9 12,365.5
Other figures
Tangible shareholders' equity 402.2 539.3 660.9 750.3 823.5 929.0
Off-balance sheet items 750.3 690.4 610.7 724.0 1,024.4 1,178.1
Year-end no. of shares outstanding (mn) 315.42 319.83 324.19 325.76 329.03 332.35
Average no. of shares outstanding (mn) 311.23 318.73 323.10 326.94 327.40 330.69
Fully diluted no. of shares outstanding (mn) 317.52 324.42 328.58 333.19 330.90 334.28
No. of employees (FTE)
No. of branches
Payout ratio 27.5% 34.3% 19.5% 48.6% 47.6% 45.1%
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Margins & Ratios 2022 2023 2024 2025 2026e 2027e
(IFRS, EUR mn, 31/12)
Profitability
Int. income/avg. int.-bearing assets (Asset Yield) 2.4% 5.1% 5.6% 4.4% 0.0% 0.0%
Int. expenses/avg. int.-bearing liab. (Cost of funds) -0.4% -1.4% -2.4% -2.2% 0.0% 0.0%
Yield on assets - cost of funds (Interest spread) 2.0% 3.7% 3.2% 2.3% 0.0% 0.0%
Net. int. income/avg. assets (Net interest margin) 2.0% 3.8% 3.5% 2.5% 2.5% 2.5%
Net fee and commission margin (avg. total assets) 0.7% 0.8% 0.8% 0.7% 0.7% 0.7%
ROE 12.4% 25.1% 24.5% 16.0% 14.7% 16.6%
ROA 0.7% 1.8% 1.9% 1.2% 1.1% 1.3%
Operating margin 0.9% 2.2% 2.2% 1.5% 1.4% 1.6%
Efficiency
Cost/Income ratio 60.1% 49.3% 43.4% 52.3% 51.1% 46.8%
Cost/avg. Assets ratio 1.6% 2.3% 1.9% 1.7% 1.6% 1.6%
Personnel expenses/total income -27.0% -21.4% -24.3% -29.8% -29.9% -28.1%
Avg. staff costs (EUR)
Balance sheet structure
Loans deposit ratio 65.9% 62.7% 66.5% 67.7% 71.7% 75.2%
Loans/total assets 52.6% 50.6% 52.6% 53.8% 56.5% 57.1%
Deposits/total assets 79.9% 80.8% 79.1% 79.5% 78.7% 76.0%
Capital adequacy
Equity ratio 6.9% 7.8% 7.8% 7.5% 7.8% 7.7%
Capital adequacy ratio 21.7% 23.5% 20.4% 22.4% 21.4% 20.5%
Asset quality
Non-performing loans ratio 0.2% 0.7% 0.8% 1.6% 1.4% 1.3%
Non-performing loans coverage ratio 276.4% 126.3% 105.8% 46.7% 71.7% 96.7%
Risk provisions/loans to customers (gross) 0.6% 0.8% 0.9% 0.8% 1.0% 1.2%
Risk povisions/avg. customer loans (Risk costs) 0.3% 0.3% 0.4% 0.0% 0.3% 0.3%
Risk earnings ratio 6.2% 4.5% 5.9% 0.6% 6.7% 6.6%
Income statement structure
Net interest income / total income 74.4% 81.8% 80.8% 77.1% 76.6% 76.4%
Net fee and commission income / total income 25.7% 16.4% 17.8% 20.8% 22.4% 22.4%
Net trading result / total income -0.3% 0.2% 0.3% 1.2% 0.3% 0.3%
Non-interest income / total income 25.6% 18.2% 19.2% 22.9% 23.4% 23.6%
Personnel expenses / total operating expenses 44.9% 43.4% 56.0% 57.1% 58.6% 60.0%
Effective tax rate -23.5% -16.2% -14.2% -18.8% -19.5% -19.4%
Growth Rates 2022 2023 2024 2025 2026e 2027e
(IFRS, EUR mn, 31/12)
Loans and advances to customers (net) 19.8% 11.0% 27.8% 20.1% 11.0% 15.0%
Deposits from customers -15.6% 16.9% 20.6% 17.7% 5.0% 10.0%
Total assets -10.4% 15.6% 23.2% 17.1% 6.0% 14.0%
Total liabilities -12.4% 14.4% 23.3% 17.5% 5.7% 14.1%
Shareholders'equity 30.5% 32.8% 22.2% 13.1% 9.7% 12.7%
Net interest Income 32.7% 96.6% 7.7% -14.0% 10.0% 13.8%
Net fees & commission income 4.9% 13.8% 18.6% 4.9% 19.5% 14.0%
Total Income 23.6% 78.9% 9.0% -9.9% 10.7% 14.1%
Operating profit -14.0% 137.8% 20.2% -17.8% 2.7% 25.3%
Net result after minorities -22.4% 166.9% 23.4% -23.3% 2.3% 25.4%

Source: Company data, Erste Group estimates
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Disclosure of particular interests or indications of conflicts of interest according to delegated Regulation
(EU) 958/2016 supplementing Article 20 of Regulation (EU) 596/2014 (MAR):

2 3 4a 4b 5 6 7 8 9
EGB/affiliates market maker or 1t for the g 1t with the g with a or co- Draft of report Analyst has a Net Long Position |Net Short Position
holdings exceed  |liquidity provider |provision of services |covered company third party about the [managed a public disclosed to position in the exceeding 0.5% of [exceeding 0.5% of
Company ISIN 5% of the share for of investment firms  [about the production |production of offering over the issuer priorits  [issued share the issued share  |the issued share
capital of issuer or |issuer/instrumen |over the previous 12 |of analyses analyses previous 12 months |publication capital of the capital of issuer capital of issuer
vice verca ts months issuer

LHV Group EE3100102203

The above specific disclosures (marked with “Y” if applicable), are valid at the time of publication of this report.
May 22 2026

For a more detailed and an up-to-date overview of conflicts of interests for all analysed companies and/or financial
instruments by Erste Group, which are updated regularly upon changes, please follow below link:
Disclosure | Erste Group Bank AG
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Disclaimer

This investment research (the "Document") has been prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with
consolidated subsidiaries "Erste Group") independently and objectively for the purpose of providing additional economical information about the
analyzed company or companies. The Document is based on reasonable knowledge of Erste Group's analyst in charge of producing the Document
as of the date thereof and may be amended from time to time. It only serves for the purpose of providing non-binding information and does not
constitute investment advice or marketing communication.

This Document does not constitute or form part of, and should not be construed as, an offer, recommendation or invitation to subscribe for or
purchase any financial or connected financial instrument, and neither this Document nor anything contained herein shall form the basis of or be
relied on in connection with or act as an inducement to enter into any contract or inclusion of a financial or connected financial instrument in a
trading strategy. The document is also not a prospectus in the sense of the Prospectus Regulation, the Austrian Capital Market Act 2019 or
comparable legal provisions. All information, analysis and conclusions provided herein are of general nature. This Document does not purport to
provide a comprehensive overview about any investment, the potential risks and results nor does this Document take into account any individual
needs of an investor (the "Investor") in relation to proceeds, tax aspects, risk awareness and appropriateness of the financial instrument or
connected financial instruments. Therefore, this Document does not replace any investor- and investment-related evaluation nor any
comprehensive risk disclosure; any financial instrument has a different risk level. Performance charts and example calculations do not provide
any indication for future performance of a financial instrument resp. connected financial instruments. Information about past performance does
not necessarily guarantee a positive development in the future and investments in financial instruments incl. connected financial instruments can
be of risk and speculative nature. All projections, forecasts and price targets are clearly and prominently labelled as such, and the material
assumptions made in producing or using them are indicated. Forecasts of future developments are based purely on estimates and assumptions.
Actual future developments may differ from the forecast. Forecasts are therefore not a reliable indicator of future results and developments. The
weaker the Company's credit-worthiness is, the higher the risk of an investment will be. Not every investment is suitable for every investor. Neither
this document nor any of its components form the basis of any contract or commitment whatsoever. Therefore, Investors shall consult their advisors
(in particular legal and tax advisors) prior to taking any investment decision to ensure that — irrespective of information provided herein — an
intended transaction of a financial or connected financial instrument is appropriate for the Investor's needs and intention, that the Investor has
understood all risks and that, after due examination, the Investor has concluded to make the investment and is in a position to bear the economical
outcome of such investment. Investors are referred, for instance, to the suitability test according to the Austrian Securities Supervision Act 2018
and are advised to mind the client information pursuant to the Austrian Securities Supervision Act 2018. The performance of an investment is
reduced by commissions, fees and other charges that depend on the individual circumstances of the investor. As a result of currency fluctuations,
the investment result may increase or decrease.

Investment research is produced by Erste Group Research within the framework provided by applicable laws. The opinions featured in the equity
and credit research reports may vary. Investors in equities may pursue different interests compared to those of investors on the credit side, related
to the same issuer. The analyst has no authority whatsoever to make any representation or warranty on behalf of the analyzed company resp.
issuer, Erste Group, one of its companies, or any other person. Care is taken, that all substantially material sources of information are clearly and
prominently indicated. While all reasonable care has been taken to ensure that the facts stated herein are accurate and that the forecasts, opinions
and expectations contained herein are fair and reasonable, Erste Group (including its representatives and employees) neither expressly nor tacitly
makes any guarantee as to or assumes any liability for the up-to-dateness, completeness and correctness of the content of this Document. Facts
are clearly distinguished in the document from interpretations, estimates, opinions, and other types of non-factual information. Neither Erste Group
nor any of its respective managing directors, supervisory board members, executive board members, directors, officers or other employees shall
be in any way liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit) howsoever arising
from the use of or reliance on this Document.

Erste Group as well as representatives and employees principally may, to the extent permitted by law, have a position in stated financial
instruments resp. connected financial instruments and may provide trading support or otherwise engage in transactions involving these financial
instruments and/or connected financial instruments. Further, Erste Group as well as representatives and employees may principally offer
investment banking services or advice to, or may take over management function in a company or issuer referred to in this Document.

This Document has been produced in line with Austrian law and for the territory of Austria. Forwarding this Document as well as marketing of
financial instruments resp. connected financial instruments described herein are restricted or interdicted in certain jurisdictions. This, inter alia,
applies to the United States, Canada, Switzerland, Australia, Korea and Japan. In particular, neither this Document nor any copy hereof may be
taken or transmitted or distributed, directly or indirectly, into the United States or to US Persons (as defined in the U.S. Securities Act of 1933, as
amended) unless applicable laws of the United States or certain federal states of the United States provide for applicable exemptions. Any failure
to comply with these restrictions may constitute a violation of the laws of any such other jurisdiction. Persons receiving possession of this Document
are obliged to inform themselves about any such restrictions and to adhere to them. By accepting this Document, the recipient agrees to be bound
by the foregoing limitations and to adhere to applicable regulations. The document may not be reproduced or redistributed to other persons without
the consent of Erste Group. Further information may be provided by Erste Group upon request. This Document and information, analysis,
comments and conclusions provided herein are copyrighted material. Erste Group reserves the right to amend any opinion and information
provided herein at any time. Erste Group further reserves the right not to update any information provided herein or to cease updates at all.
Misprints and printing errors reserved.

Notice to recipients in the United States of America:

This Document has been prepared outside the United States by Erste Group Bank AG or any of its consolidated subsidiaries (together with
consolidated subsidiaries "Erste Group") Erste Group is not registered with the U.S. Securities and Exchange Commission as a broker -dealer in
the United States nor is it a member of the Financial Institutions Regulatory Authority (“FINRA”). Furthermore, this Document has been prepared
and reviewed by research analysts employed by Erste Group who are not registered nor qualified as research analysts with FINRA and are not
subject to FINRA rules. This Document may only be distributed in the United States to “Major US Institutional Investors” (as defined in, and
pursuant to the exemption provided by, Rule 15a- 6 under the U.S. Securities Exchange Act of 1934 and the no-action letters thereunder). Orders
utilizing Erste Group for the purchase or sale of the securities that are the subject of this Document may be transmitted only to Baader Helvea Inc.
in its role as Chaperone.

Declaration of Responsible Analyst(s):

The analyst(s) named in this report certify that: (1) the views expressed in this Document accurately reflect their own personal views about any or
all of the subject securities referred to in this Document, (2) no part of their compensation was, is or will be, directly or indirectly, related to the
specific recommendation or views expressed in this Document.

If one of the clauses provided for in this disclaimer is found to be illicit, inapplicable or not enforceable, the clause has to be treated separately
from other clauses provided for in this disclaimer to the largest extent possible. In any case, the illicit, inapplicable or not enforceable clause shall
not affect the licitness, applicability or enforceability of any other clauses.
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Important Disclosures

THIS DOCUMENT MAY NOT BE BROUGHT INTO THE UNITED STATES OF AMERICA, CANADA, SWITZERLAND,
AUSTRALIA, KOREA OR JAPAN, TO ANY PERSON WHO IS A CITIZEN OF THOSE STATES, OR SENT OR DISTRIBUTED
TO ANY MEDIA IN ANY OF THOSE STATES.

General disclosures

All recommendations given by Erste Group Research are independent, objective and are based on the latest company, industry and other general
information publicly available which Erste Group Research considers being reliable; however, Erste Group does not represent or assume any liability for
the completeness of accuracy of such information or its recommendation. The best possible care and integrity is used to avoid errors and/or misstatements.
No influence on the rating and/or target price is being exerted by either the covered company or other internal departments of Erste Group. Each research
drawn up by an analyst is reviewed by a senior research executive or agreed with a senior analyst/deputy (4-eyes-principle). Erste Group has implemented
extensive Compliance Rules on personal account dealings of analysts (please see “Conflicts of Interest”). Analysts are not allowed to involve themselves
in any paid activities with the covered companies except as disclosed otherwise. No part of their compensation was, is, or will be directly or indirectly related
to the specific recommendation(s) or views expressed by them contained in this document. Erste Group may engage in transactions with financial
instruments, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In addition, others within Erste Group,
including strategists and sales staff, may take a view that is inconsistent with that taken in this research report.

Conflicts of interest

Erste Group Bank AG ensures with internal policies that conflicts of interest are managed in a fair and reasonable manner. The policy ,Managing Conflict
of Interest in Connection with Investment Research” is provided under the following link:
https://www.erstegroup.com/legal/Managing_Conflicts_of Interest - Umgang _mit_IK.pdf

Disclosures of potential conflicts of interest relating to Erste Group Bank AG and affiliated companies as well as relevant employees and representatives
with respect to the issuer(s) resp. financial instruments are updated daily. An overview of conflicts of interest for all analysed companies by Erste Group
Research is provided under the following link:

Disclosure | Erste Group Bank AG.

The distribution of all recommendations and the distribution of recommendations in relation to which investment services have been provided is available
under the following link:
https://www.erstegroup.com/legal/Recommendations Distribution.pdf



https://www.erstegroup.com/content/dam/at/eh/www_erstegroup_com/en/research/documents/legal/Managing_Conflicts_of_Interest_-_Umgang_mit_IK.pdf
https://www.erstegroup.com/content/dam/at/eh/www_erstegroup_com/en/research/documents/legal/Managing_Conflicts_of_Interest_-_Umgang_mit_IK.pdf
https://www.erstegroup.com/de/disclosure
https://www.erstegroup.com/content/dam/at/eh/www_erstegroup_com/en/research/documents/legal/Recommendations_Distribution.pdf
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Erste Group rating definitions

Buy > +20% from target price
Accumulate +10% < target price < +20%
Hold 0% < target price < +10%
Reduce -10% < target price < 0%
Sell < -10% from target price

Our target prices are established by determining the fair value of stocks, taking into account additional fundamental factors and news of relevance for the
stock price (such as M&A activities, major forthcoming share deals, positive/negative share/sector sentiment, news) and refer to 12 months from now. All
recommendations are to be understood relative to our current fundamental valuation of the stock. The recommendation does not indicate any relative
performance of the stock vs. a regional or sector benchmark.

A history of all recommendations within the last 12 months is provided under the following link:
Research Disclaimer | Erste Group Bank AG

Explanation of valuation parameters and risk assessment

Unless otherwise stated in the text of the financial investment research, target prices in the publication are based on a discounted cash flow valuation
and/or comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this
fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there is a
significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures
or in the level of demand for the company’s products. Such demand variations may result from changes in technology, in the overall level of economic
activity or, in some cases, from changes in social values. Valuations may also be affected by changes in taxation, in exchange rates, in the capital market
sentiment and in regulatory provisions. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as
exchange rates, exchange controls, taxation, political, economic and social conditions.

All market prices within this publication are closing prices of the previous trading day (unless otherwise mentioned within the publication).
Detailed information about the valuation and methodology of investment research by the Erste Group Bank AG is provided under the following link:
https://www.erstegroup.com/legal/Bewertungsmethoden and Valuations.pdf

Planned frequency of updates
Target prices for individual stocks are meant to be 12 month target prices, starting from the date of the publication. Target prices and recommendations
are reviewed usually upon release of quarterly reports, or whenever circumstances require.

Periodical publications are identified by their respective product name and indicate update frequency as such (e.g. Quarterly). Recommendations
mentioned within these publications are updated in an according frequency, unless otherwise mentioned (e.g. a 12M TP is not updated on a monthly base,
even when mentioned in summarizing monthly/quarterly product).

If a recommendation change has been made in this publication, please see the following link for a detailed overview of the previous recommendation(s):
https://www.erstegroup.com/en/research/research-legal



https://www.erstegroup.com/en/research/research-legal
https://www.erstegroup.com/content/dam/at/eh/www_erstegroup_com/en/research/documents/legal/Bewertungsmethoden_and_Valuations.pdf
https://www.erstegroup.com/content/dam/at/eh/www_erstegroup_com/en/research/documents/legal/Bewertungsmethoden_and_Valuations.pdf
https://www.erstegroup.com/en/research/research-legal
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Links

Erste Group may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Erste Group
endorses, recommends or approves any material on the linked page or accessible from it. Erste Group does not accept responsibility whatsoever for any
such material, including in particular the completeness and accuracy, nor for any consequences of its use.

Additional notes to readers in the following countries:

Austria: Erste Group Bank AG is registered in the Commercial Register at Commercial Court Vienna under the number FN 33209m. Erste Group Bank AG
is authorized and regulated by the European Central Bank (ECB) (Sonnemannstrale 22, D-60314 Frankfurt am Main, Germany) and by the Austrian
Financial Market Authority (FMA) (Otto-Wagner Platz 5, A-1090, Vienna, Austria).

Germany: Erste Group Bank AG is authorised for the conduct of investment business in Germany by the Austrian Financial Market Authority (FMA) and
subject to limited regulation by the Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin).

United Kingdom (UK): Erste Group Bank AG is regulated for the conduct of investment business in the UK by the Financial Conduct Authority and the
Prudential Regulation Authority. This document is directed exclusively to eligible counterparties and professional clients. It is not directed to retail clients.
No persons other than an eligible counterparty or a professional client should read or rely on any information in this document. Erste Group Bank AG does
not deal for or advise or otherwise offer any investment services to retail clients.

Czech Republic: Ceska spofitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the Czech National Bank (CNB).

Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the Croatian Financial Services Supervisory Agency (HANFA).

Hungary: Erste Bank Hungary ZRT. And Erste Investment Hungary Ltd. Are regulated for the conduct of investment activities in Hungary by the Hungarian
Financial Supervisory Authority (PSZAF).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Securities Commission of the Republic of Serbia (SCRS).

Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the Romanian National Securities Commission
(CNVM).

Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the Polish Financial Supervision Authority (PFSA).
Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the National Bank of Slovakia (NBS).

Switzerland: This research report does not constitute a prospectus or similar communication in connection with an offering or listing of securities as defined
in Articles 652a, 752 and 1156 of the Swiss Code of Obligation and the listing rules of the SWX Swiss Exchange.

Hong Kong: This document may only be received in Hong Kong by ‘professional investors’ within the meaning of Schedule 1 of the Securities and Futures
Ordinance (Cap.571) of Hong Kong and any rules made there under.

© Erste Group Bank AG 2025. All rights reserved.
Published by:

Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1
Head Office: Vienna

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Homepage: www.erstegroup.com


http://dict.leo.org/ende?lp=ende&p=DOKJAA&search=Czech&trestr=0x401
http://dict.leo.org/ende?lp=ende&p=DOKJAA&search=Republic&trestr=0x401
http://dict.leo.org/ende?lp=ende&p=DOKJAA&search=Czech&trestr=0x401
http://dict.leo.org/ende?lp=ende&p=DOKJAA&search=Republic&trestr=0x401
http://www.erstegroup.com/

	Title
	CompanyName2
	Table0
	Table1
	Table2
	Table4
	ToBeSaved01
	Sample
	ToBeSaved101
	Analystname
	Phone
	Email
	Table5
	Table6
	Table9
	Table7
	Table10
	Table8
	DisclosuresTable
	PublicationDate
	DISC_PLACEHOLDER_1
	PriceRatingChart
	DistribRating
	description
	DISC_PLACEHOLDER_2
	OLE_LINK5
	DISC_PLACEHOLDER_3

