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Subordinated bond issue

Key risks related to subordinated bond issue

The purpose of the presentation is to provide insight into subordinated bond issue intended by AS LHV Group and to provide
background information for the purpose of making investment decision. Offering period will be 14.11-27.11.2018.
Details regarding the emission are published in the public offering, listing and admission to trading prospectus.

A Credit Risk. An investment into the bonds is subject to credit
risk, which means that the company may fail to meet its
obligations arising from the bonds in a duly and timely
manner

A Subordination Risk. The bonds are subordinated to all
unsubordinated claims against the company. The
subordination of the bonds means that upon the liquidation
or bankruptcy of the company, all the claims arising from the
bonds shall fall due in accordance with the terms of the
bonds and shall be satisfied only after the full satisfaction of
all unsubordinated recognised claims against the company in
accordance with the applicable law

A Early Redemption Risk. According to the terms of the
bonds, the bonds may be redeemed prematurely on the
initiative of the company. The bonds may; however, be
redeemed prematurely by the company only if the EFSA (or
the EBA if it is in the competence thereof) has granted its
consent to the early redemption

A No Ownership Rights. An investment into the bonds is an
investment into debt instruments, which does not confer any
legal or beneficial interest in the equity of the company

A Tax Regime Risks. Adverse changes in the tax regime
applicable in respect of transacting with the bonds or
receiving interest or principal payments based on the bonds
may result in an increased tax burden of the bondholders



Subordinated bond issue
Key risks related to subordinated bond issue

A Bail-in Risk. If a Group company meets the conditions for A Cancellation of Offering. Although best efforts will be made
the initiation of resolution proceedings, the bail-in powers by the company to ensure that the offering is successful, the
may be exercised by a relevant authority: company cannot provide any assurance that the offering will

A the amount outstanding of the bonds could be be successful and .that the investors will receive the offer
reduced, including to zero; bonds they subscribed for

A the bonds could be converted into shares, other A Bond Price and Limited Liquidity of Bonds. The value of
securities or other instruments of the company or the bonds can fluctuate on the securities market due to events
another person; and the materialisation of risks related to the Group, but also

, because of events outside the Group’s control. The Estonian

A the :%ogds or thﬁ %utstandmg amounts of the bonds market has limited liquidity and the bondholders may not be

could be cancelled;

able to sell their bonds at the desired price, or at all.
A the terms of the bonds could be varied (e.g. the

. . A Lack of Adequate Analyst Coverage. There is no guarantee
mhatur|tyd§jate or interest rate of the bonds could be of continued analyst research coverage for the company
change
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LHV home markets

Overview
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ESTONIA

Member of EU, NATO and OECD

Estonia in different world indexes:

#12 Ease of doing business

#12 World Press Freedom Index

#21 Corruption Perception Index

#24 Global Innovation Index

#18 European Digital City Index @start-up

To o I Io Do

GDP per capita (2017):
A 17 500 EUR

Country rating

A Fitch: AA-
A S&P: AA-

A Moody’s: A1
e-Estonia

A e-elections - online voting since 2005
A e-residency - country without barriers
A e-governance - most public services are e-services

LHV
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Business environment
Economic outlook is good

Estonia's GDP change
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* Forecast prepared by Ministry of Finance

Estonia has reached from below potential
performance period to stable economic
growth outlook. All economic sectors are
growing

Rather balanced budget and foreign
trade and low level of public sector debt
are maintaining low domestic risk. Main
risks are related to external factors

Productivity is starting to increase in
despite of wage growth

The economic growth outlook of all of the
main trading partners has improved



Business environment

Estonia’s financial sector indicators are strong
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Stock of loans has recovered through
previous peaks. All important loan types are
increasing

Financial health of the households is stronger.
Deposits have consistently increased more
than loans; deposit/loan ratio has improved
and more than doubled during last 10 years

Euribor is remaining at all-time lowest levels.
Housing loans margin has started to
increase, downward tendency among
corporate loan margins is likely to stabilize

Share of overdue loans in portfolio is low, bad
debts are mostly covered with provisions



Business environment
Baltic Banking 2018 H1: Estonia is well positioned
FUR Baltic banking pre-tax profit A Despite of differences in economies and

8000 population, banking market in the Baltic
states is rather similar

1500 A Biggest market players are Baltic-wide
I banking groups with Scandinavian
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Business environment
Market share in Estonia as of 06/2018
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