Intelace

ESTONIA, LATVIA, LITHUANIA - BANKING MARKET
IN THE BALTICS 2008 - CEE BANKING BRIEF

by Marcin Mazurek, Intelace Research
March 2008

Version: 2008/03



REPORT ORDER FORM

Intelace

We order following report:

Banking Market in the Baltics 2008 — CEE Banking brie  f

Report features and delivery options: Price:

Publication date: March 2008 * 990 EUR (+VAT tax* if applicable)

Number of pages: 44
Language: English
Delivery: Acrobat /pdf/ file delivered by email + copy on CD sent by traditional malil

discount (tick if available)
O -10%

Customer details: (Will be used for issuing of invo ice)

Full company name

Authorized person

Address line 1
Address line 2

City & Zip/Postal Area Code
Country

Phone/Fax

Email address /for delivery/

EU — VAT ID*/ NIP

*

Our contact details:

Intelace Research

Stryjenskich 13c

02-791 Warszawa, POLAND

Tel. +48502512178, Fax. +48223492140

email: info@intelace.com
website: www.intelace.com

EU VAT ID: PL-1230807095
Local company registry (REGON) ID:
140235909

Bank: BRE Bank, Mickiewicza 10,
90-050 Lodz, Poland

Account: IBAN:

PL 94114020040000310239534011 (PLN)
PL 96114020040000311200014977 (EUR)
BIC/SWIFT: BREXPLPWMUL

VAT tax is typically charged to our customers from Poland only. However, customers from the EU area nee  d to provide us with their valid EU VAT Id number, that is mandatory condition for the tax exemption.

D Please tick here if you do not wish __ your company name or corporate logo to be listed a mong clients of Intelace Research on Intelace.com web  site

Place and Date: Signature of authorized person conf  irming the order:

PLEASE RETURN THIS FORM SIGNED BY FAX TO: +48 22 349 2140 or scan and email to: info@intelace.com




TABLE OF CONTENT (1/2)

1. Macroeconomic overview

Slide 1. Executive summary

Slide 2: Baltic countries — population, area and GDP contribution, 2007

Slide 3: Gross domestic product evolution, 2000-2007; GDP per capita 2007

Slide 4: Inflation, C/A balance, 2000-2007

Slide 5: Wages & salaries, 2000-2007; unemployment rates 2007

Slide 6: Yield curves, 2007

Slide 7: CEE banking markets: size vs. growth matrix, 2005-2007

Slide 8: CEE banking penetration benchmarks - Internationa: comparison, 2007

Slide 9: Banking assets evolution by country, 2000-2007, peietiation benchmarks 2007
Slide 10: Top 5 banking groups in Baltic countries, comhined'market share, 2007
Slide 11: Retail deposits & loans by country comparisc?; per capita benchmarks, 2007

2. Estonia

Slide 12: Top 10 banks by assets; market share; ownership structure, 2007

Slide 13: Banking market concentration — bexcninarks; Herfindahl-Hirschman Index
Slide 14: Customer deposits by origin evolution, 2003-2007

Slide 15: Customer loans by origin evolution, 2003-2007

Slide 16: Payment infrastructure POS, ATM penetration and evolution, 2000-2007
Slide 17: Payment cards evolution, penetration, 2000-2007

Intelace Research




TABLE OF CONTENT (2/2)

3. Latvia

Slide 18: Top 10 banks by assets; market share; ownership structure, 2007

Slide 19: Banking market concentration — benchmarks; Herfindahl-Hirschman Index
Slide 20: Customer deposits by origin evolution, 2003-2007

Slide 21: Customer loans by origin evolution, 2003-2007

Slide 22: Payment infrastructure POS, ATM penetration and evolution, 2000-2007
Slide 23: Payment cards evolution, penetration, 2000-2007

4. Lithuania

Slide 24: Top 10 banks by assets; market share; ownershipGtracture, 2007

Slide 25: Banking market concentration — benchmarks; Herfindahl-Hirschman Index
Slide 26: Customer deposits by origin evolution, 2003-2G07

Slide 27: Customer loans by origin evolution, 2003-2C0C7

Slide 28: Payment infrastructure POS, ATM penetration and evolution, 2000-2007
Slide 29: Payment cards evolution, penetration, 2000-2007

5. Mid-term forecasts

Slide 30: Estonia - Bank assets & asset/GDP penetration, forecast 2008-2009
Slide 31: Latvia - Bank assets & asset/GDP penetration, forecast 2008-2009
Slide 32: Lithuania - Bank assets & asset/GDP penetration, forecast 2008-2009

6. Methodological note

Intelace Research




EXECUTIVE SUMMARY — BANKING MARKET IN THE BALTICS, 2 008

» Macroeconomic situation. The year 2007 was another successful period for all Baltic economies.
Falling unemployment, advancing GDP and increasing wealth of individuals made the Baltics the
most dynamically developing region in the whole Europe. Unfortunately first warning signs have
been also visible in 2007 - Accelerating inflation, falling growth rate of GDP, huge C/A imbalances
and interest rates on record highs, all factors threatening further economic growth

» Banking markets. Baltic banking markets were flourishing in 2007. Explosive expansion of
lending, including mortgage and very quick deposits growth contributed to jump in total banking
assets by ~35% on average, placing Latvia, Lithuania and Estonia among the top 5 most rapidly
growing banking markets in Central and Eastern Europe. Engoliraged by growing volumes in 2007
Baltic banks kept investing in infrastructure and significanilv expanding branch, ATM and POS
networks.

« Competition. Baltic banking markets are highly ccacentrated if compared to other CEE markets.
Top 5 international groups present in all 3 countries still control almost 75% of combined banking
assets. On the other side lack of major adminisiradve entry barriers makes Baltic markets still an
interesting opportunity for new entrants includirig both M&A and “greenfield” approach.

» Perspectives . The recent macroeconomic tensions, overheated real estate markets and
worsening worldwide economic climate are likely to reduce temporarily the rate of growth in all
Baltic countries. Especially Latvia and Estonia may be affected by lower growth rates and possible
currency devaluation. Nevertheless the Baltic economies are relatively flexible and healthy, so after
a temporary problems, they are likely to quickly resume growth. Intelace Research expect that
banking assets in Baltic countries will further increase by 23% on average p.a. through 2009.
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/ MILLION INHABITANTS AND QUICKLY GROWING GDP, MAKE BALTIC

COUNTRIES AN ATTRACTIVE BANKING MARKET

Baltic countries combined statistics , 2007
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smallest Baltic
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relatively the highest
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per capita

 Latvia has the
largest banking
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Source: Statistical offices, Central banks

Intelace Research



ESTONIA, LATVIA AND LITHUANIA ARE STILL AMONG MOST DYNAMIC
BANKING MARKETS IN THE CEE15* AREA
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* Top 15 Countries in Central and Eastern Europe. Russia, Ukraine and Belarus not included
Source: Central banks, IMF, Intelace Research Intelace Research



ESTONIA HAS THE MOST DEVELOPED PAYMENT INFRASTRUCTU RE
AMONG BALTIC COUNTRIES

ATMs per capita, 2007
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BANKING MARKET IN LATVIA IS MODERATELY CONCENTRATED

Banks by assets size groups, 2007

Herfindahl-Hirschman** Index, 2007

percent points, nonlinear scale
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** Markets in which the HHI is between 1000 and 1800 points are considered to be moderately concentrated, and those in which

the HHI is in excess of 1800 points are considered to be concentrated.
Source: Central Bank, Intelace Research Intelace Research



SIMILARLY TO OTHER BALTIC MARKETS, RETAIL SEGMENT | S
DRIVING THE LENDING GROWTH IN LITHUANIA

Customer loans evolution, 2003-2007
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* Compound Annual Growth Rate

** Including non-monetary financial institutions and public enterprises

*** Including central and local government but excluding public enterprises
Source: Central Bank, Intelace Research Intelace Research
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NOTES ON METHODOLOGY

FX rates:

» As a general rule all balances like: assets, deposits, loans and similar volumes have been converted
from the local currency into Euro using end of year exchange rate

’ EXChange rates used in the report. EUR/FX 2000 | 2001 | 2002 | 2003 | 2004 2005 | 2006 | 2007

EEK 15.7 15.7 15.7 | 15.7 | 15.7 15.7 | 15.7 | 15.7
LVL 0.58 056 | 0.61 | 0.67 | 0.70 0.70 0.70 | 0.70
LTL 3.77 3.54 | 345 | 345 | 3.45 3.45 | 3.45 | 345

Estimates and Forecasts:

* In some cases, recent or verified data was not available. Therefore, necessary short-term estimations
have been done to fill the gaps. Estimates are always indicated with the letter “E”

* When preparing forecasts/estimates we have built models using latest observed trends, available
forecasts of main economic indicators, seasonal changes observed in the past and other specific
factors considered important.

Multiple sources:

* In some cases multiple sources of similar data exist. In this situation we always try to select the most
appropriate one /in our view/. The source is indicated in the footer area of each slide. Nevertheless in
specific cases, before interpreting the data it is recommended to get a good understanding on the
methodology of data collection.
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About this report

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

Views presented in this report reflect solely
independent and unbiased opinion of Intelace
Research and the author.

All due care has been taken in the production of
this report, however Intelace 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
Intelace Research clients only. In case of any
doubt please contact us at: info@intelace.com

About Intelace Research

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

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

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

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

Our contact details:
Intelace Research - Marcin Mazurek
Stryjenskich 13c¢/78, 02-791 Warszawa, Poland

Tel. +48 50 251 21 78, Fax. +48 22 408 66 20
mail: info@intelace.com ,
url: www.intelace.com
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