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Currency

Title LHV Group renewed the Financial Plan for 2023

In relation to the better than forecast quality of the credit portfolio and
hi gher base interest rates, AS LHV Goup's financial results for the current
year have exceeded the financial plan published in February, which is why the
conpany is publishing its updated financial plan for 2023.

The updated financial plan has accounted for the actual economic results and the
continued slow increase of |oan and deposit interest rates. Wiile currently, the
quality of the credit portfolio remains good, the nmacroecononic situation is
complicated and the financial plan has proactively taken the creation of
provisions into account. A success fee for Varahal dus has not been presuned in
this year's plan.

Change

Key indicators Updat ed FP Previous FP  conpared to

2022 2023 Change YoY 2023 previous plan
Fi nanci al
results, EURt
Total revenue 173,543 299, 714 126,171 270, 443 29,271
Total expenses 89, 638 170, 848 86, 943 151, 753 19, 095
| mpai r ment
| osses on | oans 8, 052 8,221 169 24,589 -16, 368
Ear ni ngs before
t axes 75, 853 162, 627 86, 774 127, 164 35, 462
Net profit 61, 432 140, 039 78, 606 108, 233 31, 805
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Busi ness
vol unes, EURmM

Loans 4,901 5, 608 707 5, 653 - 45
Deposits 3,209 3, 506 297 3,428 78
Asset s under

managemnent 1, 332 1, 544 212 1,570 -27
Fin. Inter-

medi ari es

payment s

(mllion pcs) 26 41 14 34 7

Cost / I ncone

ratio 51. 7% 43.0% -8.7 pp 43. 9% 0.9 pp
ROE 16. 5% 29.1% 12.6 pp 23. 3% 5.8 pp
Capi tal adequacy 21. 7% 21. 2% 0.5 pp 21.5% -0.3 pp

Conpared to the plan published in February, the updated financial plan for 2023
has forecast a 14% higher interest inconme, but a 4% ower fee and comr ssion

i ncone. The hi gher revenue growth is due to | arger business vol unes, a higher
interest rate, and pre-financing at a lower interest rate. At the same tinme, fee
and conmm ssion incone is affected by the | ower incone rate frominvest nent
services

The expense forecast has been raised by 9% but the inpairnent of |oans has been
reduced by 67% conpared to the previous forecast. This indicates directly the

| evel s forecast until the end of 2023 and does not indicate long-termlevels of

| oan | osses. The quality of the credit portfolio has been very strong and the

| evel of loan inpairnent abnormally low. This has partly been facilitated by the
hi gh increase in prices, which has sharply decreased in the past few nonths
Operating expenses are affected by the significantly increased paynent rate of
the deposit guarantee fund, as well as the cost of services purchased. Going
forward, we al so expect an increase in interest expenses, originating both from
the continuing increase of deposit expenses as well as the refinancing of
previously issued | ong-term bonds.

The updated financial plan forecasts a 29% hi gher net profit and a 5.8
percent age point higher return on equity based on net profit. The business
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vol umes of the Group's conpanies remain largely at the sane | evel conpared to
the previous plan. The only significant difference is in terns of the larger WK
| oan portfolio and the increased volune of paynents by financial internediaries.

Comment by Madi s Toonsal u, Chairnman of the Managenent Board at LHV G oup:

"After ten years of the zero interest rate policy of central banks, financia
mar ket s have noved back to their historic average, and figuratively speaking -
nmoney once again has a price. Although pulling away fromthe |l ong-term anonaly
is no easy task, it forns a basis for a nore optinmal and sustai nabl e econonic
structure.

LHV has nanaged to grow its business in this controversial econom c environnent,
and as the return of assets has increased faster than the cost of obligations in
this cycle of rising interest rates, the results are surpassing the current
financial plan. In the case of decreasing interest rates, the result would be

t he opposite.

I nvestments made in the Estonian econony are nostly financed by banks. The
under devel oped capital nmarkets have not offered enough conpetition. This is why
the existence of strong and well-capitalised banks is of critical inportance.
LHVY intends to direct the profit earned back to the growth of |oan vol unes,

rai sing additional funds fromthe market via capital instrunents, at that.
Together with the conpany's self-financing, LHV' s capital is anplified in the
econony to up to a tenfold final investnment, or an even | arger home | oan
portfolio.

LHV's results are affected the nost by the performance of the two banks in the
G oup. Recently, we separated our UK business fromLHV Pank and transferred the
servicing of our financial intermediary clients to LHV Bank. In addition, the
updat ed pl an has increased the volune of loans in the United Kingdom as the
current annual objective is already conming to fruition in Septenber. In the
current year, all inportant subsidiaries of the LHV Goup are expected to
achieve profitability, as even the revenue base of LHV Kindlustus is increasing,
supported by increased business volunes, and its activities are profitable."

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

Ki ndl ustus, and LHV Bank Linmted. The Goup enploys over 970 people. As of July,
LHV' s banki ng services are being used by 404,000 clients, the pension funds
managed by LHV have 127,000 active clients, and LHV Kindlustus protects a tota
of 161,000 clients. LHV Bank, a subsidiary of the Goup, holds a banking |icence
in the UK and provides banking services to international financial technol ogy
conpani es, as well as loans to small and medi um sized enterprises.

Priit Rum

Communi cati on Manager

Phone: +372 502 0786

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