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I n Decenber, the Estonian FSA, Finantsinspektsioon, presented AS LHVY Group with
the outcome of Supervisory Review and Eval uation Process (SREP) capital adequacy
calculation. In conparison with the previous evaluation the FSA decided to raise
the Pillar 2 capital requirements and guidelines for AS LHV Group. In addition,
because of the growh of LHV's market share Bank of Estonia has decided to

i ncrease systemic inportance buffer by 0.5% In Decenber, Bank of Estonia raised
the counter-cyclical buffer to the I evel of 1% and announced the plan to raise
it in a years' tine by another 0,5 percentage points.

According to the decision of the FSA, an additional requirement for own funds in
the amount 3.40% applies to AS LHV Group, of which at least 1.91% nust be
covered by Core Tier 1 owmn funds and at |least 2.55% by Tier 1 capital.

The Supervisory Board of AS LHV G oup based on the FSA decision and adding to it
internal buffers decided to set total CAD target ratio at 19.20% Tier 1 ratio
at 16.35% and Core Tier 1 ratio to 14.20%

Underneath is the target split into conmponents:

oo e e e e e e e e e e e e e e e e o m e e [ R +
| | Core Tier 1| Tier 1| Total CAD |
oo e e e e e e e e e e e e e e e mee oo o m e e [ R +
| Base requirenent | 4.50% | 6.00% | 8.00% |
oo e e e e e e e e e e e e e e e mee oo o m e e [ R +
| Pillar 2 capital requirenent | 1.91% | 2.55% | 3.40% |
oo e e e e e e e e e e e e e e e mee oo o m e e [ R +
| Total SREP requirenent | 6.41% | 8.55% | 11.40% |
oo e e e e e e e e e e e e e e e mee oo o m e e [ R +
| Capital conservation buffer | 2.50% | 2.50% | 2.50% |
oo e e e e e e e e e e e e e e e mee oo o m e e [ R +
| Systemic inportance buffer (O Sll) | 2.00% | 2.00% | 2.00% |
oo e e e e e e e e e e e e e e e mee oo o m e e [ R +
| Systemic risk buffer | 0. 00% | 0.00% | 0.00% |
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| Discretionary counter-cyclical buffer [ 1. 00% | 1.00% | 1.00% |
o mm o e e e e e e e e e e e e e e e e e oo e e e - Hom e e oo - [ S +
| Total conbined buffer [ 5.50% | 5.50% | 5.50% |
o mm o e e e e e e e e e e e e e e e e e oo e e e - Hom e e oo - [ S +
| Total mninmal regulatory requirenent [ 11. 91% | 14.05% | 16.90% |
ot e m e e e e e e e e e e e e e e e e e eo oo TSNS Hom e o - - [ TS +
| Additional internally decided buffers [ 2.29% | 2.30% | 2.30% |
ot e m e e e e e e e e e e e e e e e e e eo oo TSNS Hom e o - - [ TS +
| Group's internal capitalization targets | 14. 2% | 16.35% | 19.20% |
ot e m e e e e e e e e e e e e e e e e e eo oo TSNS Hom e o - - [ TS +

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

Ki ndl ustus. The Group enploys nore than 880 people. As at the end of Novenber,
LHV' s banki ng services are being used by 374,000 clients, the pension funds
managed by LHV have 131,000 active clients, and LHV Ki ndl ustus protects a total
of 150,000 clients. LHV's UK branch offers banking infrastructure to 200

i nternational financial services conpanies, via which LHV' s paynment services
reach clients around the world.

Priit Rum

Conmruni cati on manager

Phone: +372 502 0786

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

Finantsinspektsioon
http://iwww.fi.ee

Page 2/2




