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POLAND'S BANKING SECTOR: SUMMARY AS OF H1 2014

SUMMARY

e All key banking volumes keep growing.

e Deposits grow faster than loans.

e Retail volumes increase faster than corporate ones.

e Deposit margins have been under pressure during 2013 which could be attributed to
falling market interest rates. In contrast, lending margins were not significantly affected
due to typical construction of loan contracts, assuming passing market rate risk to clients.

e In late 2013/early 2014, banks managed to adjust to lower rates environment and
deposit margins stabilized.

e The overall lending quality is improving. Both consumer loans and corporate debt show

. . decreasing NPL rates.
Lending Quality g _ .. . . .

* The only loan category where quality is falling is mortgage. The cause is ageing portfolios

and only limited dilution from new loans due to very slow new sales.

e Total interest revenues are increasing thanks to growing volumes.

. e Pressure on fee and commission income persists mainly due to unfavourable regulatory
Profitability decisions (e.g. card interchange, bancassurance).

e However, slowing f&c income is more than compensated by interest income.
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RETAIL VOLUMES KEEP GROWING

HOUSEHOLDS

Annual growth rate in outstanding loans / deposits at banks
Dec.2010-Jun.2014
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CORPORATE LOANS AND DEPOSITS ARE INCREASING AGAIN

CORPORATE

Annual growth rate in outstanding loans / deposits at banks
Dec.2010-Jun.2014
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ALL KEY BANKING VOLUMES ARE GROWING

Loans and deposits by business segment, Jun.2013-Jun.2014
in billion PLN

Deposits (billion PLN) Loans (billion PLN)

521.4 P —C—
(Households) E——
+6.7% +4.4%
Jun. 2013 A Jun. 2014 Jun. 2013 A Jun. 2014
Deposits grow .
quickly, in Loans growing,
particular, retail but at lower rates
Corporate O than savings
clients*
261.1
- 191.1 9.2 2003 20 10.9
“ +4.8% +4.3%
Jun. 2013 A Jun. 2014 Jun. 2013 A Jun. 2014

*Corporate subjects only. Excluded: non-monetary financial institutions and public sector
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IMPROVED. HOWEVER, MORTGAGE LOANS ARE STILL DETERIORATING
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e Quality of lending portfolios of
banks is improving across all key :
segments with exception of i
mortgage loans.

e Mortgage lending quality is
gradually deteriorating as

mortgage portfolios of banks are
getting older and there is little
dilution due to low new sales. 7
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OF MARKET INTERST RATES IN 2013

Dec.2011-Jun.2014, in percent, PLN volumes only
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** Theoretical margin calculated against WIBOR 6M
*** Consumer lending : Loans to households other than mortgage Inteliace Research
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PROFITABILITY OF BANKS REMAINS STABLE ALTHOUGH FEE & COMMISSION
REVENUE IS FALLING

Commercial banks profitability, 2011-1H 2014 Y rres—— cog/mizglm
Percent of average assets,
(May not always sum to 100% due to rounding) dsbtablize

28 26 25 25
stabilized
Net banking revenue | | | | | |

2011 2012 2013 H114
47 44 40 40 &
N

Other banking revenue

Net fee & commission revenue 0.7 0.7 0.6 0.6

2011 2012 2013 H114

F&C margin is
falling down

2011 2012 2013 H114

Nk et e Profit before tax and Other net revenue 1.1 1.1 1.0 0.9
F,) g extraordinary items
is stable I 1 [ 1 [ 1 [ ]
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well under control

I 11 [ 11 ] Extraordinary items & taxes Costs & charges & other

2011 2012 2013 H114

Wages & social security Depreciation

3.1 3.0 2.7 2.6
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Overall costs are /J\
sinking \+‘/ +
Cost to income ratio ROAE*** Net reserves Other operating costs

494 492 510 485

124 110 101 11.3 Risk costs have 08 08 06 06 10 09 09 08
l_l stabilized [ 1 I 1T 1T ! [ 1 [ 1 [ 1 [ |
2011 2012 2013 H1 14 2011 2012 2013 H114 2011 2012 2013 H114 2011 2012 2013 H114
* Excluding cooperative banks and foreign bank branches operating in Poland **Data for 1H 2014 annualized 8

*** Based on average equity
Source: KNF, NBP, Inteliace Research
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FALLING EMPLOYMENT AND SHRINKING BRANCH NETWORKS CONTRIBUTE
TO HIGHER PRODUCTIVITY IN POLAND'S BANKING SECTOR

Change (in%)

Evolution of bank outlets and employment at banks* Average bank* assets per bank outlet Dec.12-Jun.14
Dec.2012-Jun.2014 Dec.2012-Jun.2014, in million PLN
97.2 @
in thousand 93.0 91.8 94.6
176 + - 156 g7.6 888 907

Total number of bank outlets

(right-hand scale) 4Q12 1Q13 2Q13 3Q13 4Q13 1Qi14 2Q14

175 +

174 1 Average bank* assets per bank employee

Dec.2012-Jun.2014, in million PLN
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* Data for all banks operating in Poland including cooperative banks and foreign bank branches
Source: NBP, KNF, Inteliace Research Inteliace Research
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REVENUES GROW FASTER THAN COSTS

Revenues and costs of commercial banks in Poland, H1 2013 vs. H1 2014

Bank revenues (billion PLN) Bank costs (billion PLN)

Change (in%)
H1 14 vs.H113
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com::icss:zz Other costs 1.4 1.3 -6%

Cost of risk 34 3.7 @
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14.6 Operating
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11.9 11.9

H1 2013 H1 2014 H1 2013 H1 2014
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About this report

This report has been prepared using Inteliace Research
proprietary research and publicly available sources,
including: financial reports, press publications, industry
magazines, directories, financial databases and expert
opinions.

Views presented in this report reflect solely the
independent and unbiased opinion of Inteliace Research
and authors.

All due care has been taken in the production of this
report. However, Inteliace Research does not accept any
responsibility or liability for any omissions or inaccuracies
of the information contained in this publication.

This report is copyrighted. Any distribution, storage,
replication and usage is restricted to Inteliace Research
clients only. In case of any doubt please contact us at:
info@Inteliace.com
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About Inteliace Research

Inteliace Research is an independent and privately owned
research firm based in the heart of Eastern Europe in
Warsaw / Poland.

Our company specializes in value-added research services
and tailored business intelligence solutions.

Through our customized research services we help our
clients to better understand their customers, competitors
and overall market dynamics.

The lead researcher and founder of Inteliace Research is
Marcin Mazurek.

Our contact details:

Inteliace Research

Foksal 17b lok. 31

00-372 Warszawa, Poland

Tel. +48 22 408 66 20,

Tel. +48 502 512 178

Fax. +48 22 349 21 40

mail: info@Inteliace.com
http://www.inteliace.com/en/publications.php
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RECENT PUBLICATIONS BY INTELIACE RESEARCH

Recent Reports:

Major Banks in

Central and Eastern 201 3
Europe i i
BANK OUTLETS DENSITY IN POLAND (1/3) !1 !:I;Icﬁgllace
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e o o ) * February - Mortgage Lending in Poland 13
: s el et « May - Banking Market in Poland ’13

* May - Bank outlets database ’13

* June - Insurance Market in Poland '13

« September - Top 200 CEE banks ’13

* November - Investment Funds and Asset Mgmt. "13
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 February - Mortgage Lending in Poland 14

: * May - Bank outlets database ’14

* May - Insurance commissions survey 14

» May - Banking Market in Poland ’14

* June - Insurance Market in Poland 14

- September - Top 200 CEE banks 14

upcoming...
* November - Investment Funds and Asset Mgmt. '14

eeeeeeeeeeeeeeeeeeeeeeeeee

$TOZ aunf ‘puejog up

GE MONEY BANK — OVERVIEW

and many other ...

Visit http://www.inteliace.com for more details
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