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PART II - INDIVIDUAL COUNTRY REPORTS

ALBANIA

Report for Albania has been done on the basis of official reports of Institute of Statistics
(INSTAT), Bank of Albania, Albanian Financial Supervisory Authority, Albanian Association of
Banks, Insurers Association of Albania and other relevant institutions. All conversions from the
national currency ALL to EUR have been made at official Exchange Rate of the Bank of Albania at
the end of appropriate year.

MACROECONOMIC INDICATORS
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2007 2.970 7.928 2.670 6,0 13,2 224,6 2,9
2008 2.947 8.729 2.962 7,5 13,4 276,9 3,3
2009 2.928 8.292 2.832 3,4 13,5 261,5 2,3
2010 2.913 8.933 3.088 3,7 14,0 250,7 3,6
2011 2.905 9.362 3.191 2,6 14,0 262,4 3,4
2012 2.900 9.548 3.305 1,4 13,4 270,2 2,0
2013 2.895 9.629 3.323 1,0 15,9 263,9 1,9
2014 2.889 9.957 3.450 1,8 17,5 266,3 1,6
2015 2.881 10.448 3.563 2,2 17,1 2779 1,9
2016 2.876 10.909 3.734 3,4 15,2 276,1 1,3
2017 2.873 11.575* 4.000* 3,8 13,7 293,5 2,0
* Eurostat Data base
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
| d
Financial nsgrance an Pension | Investment | Leasing Other
o Banks reinsurance ) e
institution ) funds funds companies | institutions
companies
2011 94,6 1,6 0,0 - 0,9 2,9
2012 93,6 1,6 0,0 1,2 0,8 2,7
Assets 2013 91,3 1,6 0,0 3,8 0,7 2,6
(share 2014 90,3 1,8 0,0 4,4 0,7 2,8
in %) 2015 89,9 1,9 0,1 4,6 0,7 2,7
2016 90,5 1,9 0,1 4,2 0,5 2,7
2017 90,0 1,9 0,1 4,5 0,5 2,9
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BANKING SECTOR

Legal and institutional framework

Type of monetary policy implemented in the country is inflation targeting. Supervision of
commercial banks is within the structure of central bank. Banks are obliged to implement Basel
II standards. The law that regulates the banking sector is Law, No 9662, date 18.12.2006. “For
banks in Republic of Albania”.

Banking sector size

2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 8.511 8.804 9.232 9.600 10.452 11.613
Total assets as % of GDP 88,8 91,5 92,7 93,5 94,9 92,5
Number of bank employees 6.836 6.686 6.819 6.872
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2012 2013 2014 2015 2016 2017
mm Total assets (EUR min.) - left scale ==Total assets as % of GDP - right scale
Market concentration
2012 2013 2014 2015 2016 2017
Number of banks 16 16 16 16 16 16
Average assets per bank 531,9 | 5503 | 577,0 | 6000 | 6532 | 7258
(EUR miIn.)
Market share of the largest
bank (%) 26,4 23,2 24,3 25,9
Market share of the three
largest banks (%) 57,6 56,1 56,4 58,7
Market share of the five
largest banks (%) 73,2 72,3 73,8 75,0 75,0
Number of banks with 7 7 8 9
market share less than 3%
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m Market share of the largest bank (%) M Market share of the three largest banks (%)

B Market share of the five largest banks (%)

Composition of banks' assets

Net Fixed Government Other
Cash funds
loans assets bonds assets
Amount
2012 (EUR min.) 143,2 3.592,2 113,9 1.432,7 153,3
Share (%) 1,7 42,2 1,3 16,8 1,8
Amount
2013 (EUR min.) 151,7 3.396,4 132,7 1.595,7 181,5
Share (%) 1,7 38,6 1,5 18,1 2,1
Amount
2014 (EUR min.) 154,6 3.569,5 130,5 1.634,9 206,9
Share (%) 1,7 38,7 1,4 17,7 2,2
Amount
2015 (EUR min.) 152,6 3.692,3 126,2 1.718,2 211,7
Share (%) 1,6 38,5 1,3 17,9 2,2
Amount
2016 (EUR min.) 186,4 4.434,2 130,7 2.736,6 2.385,9
Share (%) 2,0 45,0 1,0 28,0 24,0
Amount
2017 (EUR min.) 175,3 5.074,0 130,0 3.348,5 3.629,0
Share (%) 1,5 43,2 1,0 28,5 30,9




Share in total assets (%)
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M Cash funds
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H Net loans
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M Fixed assets
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= Government bonds
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2017

Composition of banks' liabilities

Interbank | Interbank
Government | borrowing | borrowing ECB Bonds Total
deposits - foreign - domestic | borrowing | issued liabilities
banks banks
Amount
2012 (EUR mln.) 6.962,4 44,5 78,7 24,5 10,3 8.510,5
Share (%) 81,8 0,5 0,9 0,3 0,1 100,0
Amount
2013 (EUR min.) 7.186,3 42,9 115,9 23,0 15,7 8.804,0
Share (%) 81,6 0,5 1,3 0,3 0,2 100,0
Amount
2014 (EUR min.) 7.258,1 46,3 113,0 24,4 16,5 8.881,7
Share (%) 81,7 0,6 1,1 0,3 0,1 100,0
Amount
2015 (EUR min.) 7.906,9 67,1 108,0 29,8 9,3 9.599,7
Share (%) 82,4 0,7 1,1 0,3 0,1 100,0
Amount
2016 (EUR min.) 9.607,2 98,7 123,4 34,6 9,9 9.873,7
Share (%) 97,3 1,0 1,3 0,4 0,1 100,0
Amount
2017 (EUR min.) 10.739,6 192,7 2231 53,7 10,0 11.764,3
Share (%) 91,3 1,6 1,9 0,5 0,1 100,0
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Maturity structure of deposits and loans

2015

2016

2017

M Interbank borrowing - foreign banks
W ECB borrowing

Short- Long-term | Total Short- Long- Total
term . . term term
. deposits deposits loans
deposits loans loans
Amount 1.016,7 59159 | 6.932,7 | 13838 | 25814 | 3.965,2
2012 | (EURmln.)
Share (%) 14,7 85,3 100,0 349 65,1 100,0
Amount
2013 | (EURmin) 1.173,3 59873 | 7.160,6 | 13741 | 25484 | 3.922,4
Share (%) 16,4 83,6 100,0 35,0 65,0 100,0
Amount
2014 | (EURmin) 1.605,9 5.864,8 | 7.470,7 | 13944 | 26072 | 4.001,6
Share (%) 21,5 78,5 100,0 349 65,2 100,0
Amount
2015 | (EURmIn) | 21124 57223 | 7.834,7 | 14157 | 25550 | 3.970,8
Share (%) 27,0 73,0 100,0 35,7 64,4 100,0
Amount 3.328,9 5.0858 | 8414,7 | 14184 | 3.042,0 | 4.460,4
2016 (EUR mln.)
Share (%) 39,6 60,4 100,0 31,8 68,2 100,0
Amount 44840 41136 | 8597,6 | 14303 | 29685 | 4.398,8
2017 (EUR mln.)
Share (%) 52,2 47,9 100,0 32,5 67,5 100,0
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Currency structure of deposits and loans

Deposits in Deposits Deposits | Loansin Loans in Loans in
the local ianUR in other the local EUR other
currency currency currency currency

Amount 3.553,2 22331 | 1.146,4 | 15222 | 21534 2895
2012 | (EURmln)
Share (%) 51,3 32,2 16,5 38,4 54,3 7.3
Amount 3.755,1 21378 | 1.267.6 | 1.573,0 | 2.0847 264.8
2013 | (EURmin.)
Share (%) 52,4 29,9 17,7 40,1 53,2 6,8
Amount
2014 | (EURmin) 3.885,5 2.077,2 | 15080 | 1.662,5 | 2.0204 318,8
Share (%) 52,0 27,8 20,2 41,5 50,5 8,0
Amount
2015 | (EUR min) 3.987,2 3.297,8 549,7 1.733,7 | 1.903,3 333,8
Share (%) 50,9 42,1 7,0 43,7 47,9 8,4
Amount 4.894,2 4.373,6 853,1 1.844,6 | 2.3838 213,9
2016 | (EURmIn)
Share (%) 48,4 43,2 8,4 41,5 53,7 4,8
Amount
2017 | (EUR.min) 45123 3.702,5 527,0 2.150,2 | 2.0754 171,2
Share (%) 51,6 42,4 6,0 48,9 47,2 3,9
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2013 2014 2015 2016 2017
M Loans in the local currency B Loansin EUR B Loans in other currency
Deposits' and loans' rates for households
2012 2013 2014 2015 2016 2017

Deposit rate - less than year 4,4 2,3 1,3 1,1 0,5 0,3
Deposit rate —- more than year 6,7 4.4 3,0 2,7 3,1 1,2
Loan rate - less than year 10,5 8,2 7,2 7,8 7,6 5,3
Loan rate - more than year 11,5 9,9 8,4 7,6 7,5 5,7

* NPISH and nonfinancial corporations included.
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2012 2013 2014 2015 2016 2017
M Deposit rate — less than year M Deposit rate — more than year

o

Loan rate — less than year M Loan rate — more than year

The basic features of the banking sector

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Non-. Ratio of non-
. . . Total loans | performing .
capital weighted risk | adequacy (EURmIn.) | loans (EUR performing to
(EURmlIn.) | (EUR mln.) rate (%) min) total loans (%)
2012 745,8 4.611,3 16,2 4.139,4 931,1 22,5
2013 821,3 4.574,2 18,0 4.045,4 950,4 23,5
2014 832,6 4.944,3 16,8 4.246,7 968,4 22,8
2015 1.040,6 6.624,1 16,0 4.568,2 949,4 21,0
2016 4.783,3 879,1 18,3
2017 1.560,9 9.402,7 16,6 4.398,8 582,0 13,2
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total Liquid assets to short-term
(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 27,0 3,8 36,7
2013 46,8 6,4 34,7
2014 79,9 10,5 40,4
2015 7,0 13,0 41,0
2016
2017 72,7 15,7 30,2 40,8
INSURANCE SECTOR

Legal and institutional framework

Legal framework for insurance sector operations:
Law and some amandments to Law on Financial Supervision Authority,

Law on Insurance and Reinsurance Activity,
Law and some amendments to Law on Compulsory Insurance Within Transport Sector,
Rules, guidelines and other bylaws of Albanian Financial Supervision Authority.

9




The Albanian Financial Supervisory Authority (AFSA) established in 2006, is a public
independent institution governed by the executive, responsible for the regulation and
supervision of the non-banking financial system and the operators of this sector. The AFSA
reports to the Assembly on its activity.

The main areas of AFSA activity are regulation and supervision of:
- insurance market and its operators,
- securities market and its operators,
- voluntary pension funds market and its operators,
- other non-banking financial activities.

Institutional framework for insurance sector operations:
- AFSA,
- Albanian Insurance Bureau,
- Insurers Association of Albania,
- Insurance and reinsurance companies and their associations,
- Insurance intermediaries.

Total premium income

Nonlife Life Total
2007 EUR (mln.) 45 3 49
Share (%) 93,1 6,9 100,0
EUR (mln.) 53 4 57
2008 Share (%) 92,7 7,3 100,0
Premium growth index 08/07 117,0 124,3 117,5
EUR (mln.) 52 5 57
2009 Share (%) 90,8 9,2 100,0
Premium growth index 09/08 97,7 125,4 99,7
EUR (mln.) 53 6 59
2010 Share (%) 89,6 10,4 100,0
Premium growth index 10/09 101,5 116,6 102,9
EUR (mln.) 52 8 60
2011 Share (%) 87,2 12,8 100,0
Premium growth index 11/10 99,2 125,4 101,9
EUR (mln.) 58 6 64
2012 Share (%) 90,1 9,9 100,0
Premium growth index 12/11 110,4 82,2 106,8
EUR (mln.) 54 7 60
2013 Share (%) 88,7 11,3 100,0
Premium growth index 13/12 93,1 108,6 94,7
EUR (mln.) 75 7 83
2014 Share (%) 91,1 8,9 100,0
Premium growth index 14/13 130,9 116,2 129,5
EUR (mln.) 95 7 103
2015 Share (%) 92,7 7,3 100,0
Premium growth index 15/14 126,0 102,2 123,9
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EUR (mln.) 106 7 113
2016 Share (%) 93,6 6,4 100,0
Premium growth index 16/15 111,3 96,6 110,2
EUR (mln.) 112 9 121
2017 Share (%) 92,5 7,5 100,0
Premium growth index 17/16 106,0 125,3 107,2
2017
2016
2015
2014
2013
M Total
2012
M Life
2011 B Nonlife

2010

2009

2008

2007

60

EUR millions

80 100

120

Insurance penetration and insurance density

Premium as % of GDP Premium per capita (EUR)

Nonlife 0,57 15,3

2007 Life 0,04 1,1
Total 0,61 16,4

Nonlife 0,61 18,0

2008 Life 0,05 1,4
Total 0,66 19,4

Nonlife 0,63 17,7

2009 Life 0,06 1,8
Total 0,69 19,5

Nonlife 0,59 18,1

2010 Life 0,07 2,1
Total 0,66 20,2

Nonlife 0,56 18,0

2011 Life 0,08 2,6
Total 0,64 20,6
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Nonlife 0,60 19,9

2012 Life 0,07 2,2

Total 0,67 22,0

Nonlife 0,56 18,5

2013 Life 0,07 2,4

Total 0,63 20,9

Nonlife 0,76 26,1

2014 Life 0,07 2,5

Total 0,83 28,6

Nonlife 0,91 33,0

2015 Life 0,07 2,6

Total 0,98 35,6

Nonlife 0,97 36,8

2016 Life 0,07 2,5

Total 1,04 39,3

Nonlife 0,97 39,0

2017 Life 0,08 3,2

Total 1,05 42,2
2017
2016
2015
2014
2013

= Total
2012
H Life
2011 ® Nonlife
2010
2009
2008
2007
0,00 0,20 0,40 0,60 0,80 1,00 1,20

Insurance penetration (%)
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2017

2016

2015

2014

2013

2012  Total

M Life

2011 H Nonlife

2010

2009

2008

2007

0 5 10 15 20 25 30 35 40 45
Insurance density (EUR)
Total premium per major insurance classes
I 1 2016 2017
nsurance class
EUR mln. Share (%) EUR mln. Share (%)

Accident 3,2 2,8 4,0 3,3
Health 5,3 4,7 49 4,0
Land motor vehicles 54 4,7 5,5 4,5
Railway - - - -
Aircrafts 1,2 1,1 1,8 1,5
Vessels 0,2 0,2 0,4 0,4
Goods in transit 0,3 0,3 0,3 0,2
Fire and natural disasters 10,1 8,9 10,7 8,8
Other property insurance 3,8 3,4 3,8 3,1
MTPL 70,3 62,2 74,9 61,8
Aircraft liability 0,9 0,8 0,9 0,7
Use of vessels liability 0,2 0,1 0,1 0,1
Other liability 3,2 2,9 2,9 2,4
Credit - - - -
Surety 1,8 1,6 1,9 1,6
Miscellaneous financial losses - - - -
Legal protection - - - -
Assistance - other nonlife - - - -
NONLIFE 105,8 93,6 112,1 92,5
LIFE 7,2 6,4 9,1 7,5
TOTAL 113,0 100,0 121,2 100,0
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W Land motor vehicles
M Vessels

B Other property insurance
B Use of vessels liability

W Surety

B Assistance - other nonlife

Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife | Life Total Nonlife Life Total | 2017 (%)

p | Sieal Uniqa 29,2 i 292 | 295 i 29,5 24,3
Group Austria

2 Eurosig 16,6 - 16,6 17,1 - 17,1 14,1
Sigma

3 | Mnteralbanian 15,4 . 154 | 161 . 16,1 13,3
Vienna
Insurance Group

4 Albsig 12,8 - 12,8 14,7 - 14,7 12,1

g | IntersigVienna |, g - 11,8 12,5 ; 12,5 10,3
Insurance Group

6 Insig 7,1 - 7,1 8,2 - 8,2 6,7

7 Ansig 6,5 - 6,5 7,5 - 7,5 6,2

8 | Atlantik 6,4 - 6,4 6,6 - 6,6 5,5

g | Sigallife Uniga i 43 43 i 56 | 56 4,6
Group Austria

10 | Sicred - 2,0 2,0 - 2,2 2,2 1,8

11 Insig - 0,8 0,8 - 1,3 1,3 1,0

Total 105,8 7,2 113,0 112,1 9,1 121,2 100,0
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OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds

Law which regulates pension funds is Law on Voluntary Pension Funds No 10197, date

10.12.20009.

Authority for supervision of voluntary pension funds market and its operators in Albania is

AFSA.

Pension funds' number and memberships

Change (%)
31.12.2016. | 31.12.2017. 31.12.2016-31.12.2017.

Pension funds' members 17.317 20.947 21,0

Females 9.301 11.201 20,4

Males 8.016 9.746 21,6
Number of pension funds 3 3 )
management companies
Number of pension funds 3 3 -
Total number of pension plans 107 148 38,3
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Pension funds' membersin 2017

Credins Pensions
57,7%

Pension funds' net assets

Change (%)

31.12.2016. | 31.12.2017. 3112.2016-31.12.2017.

Pension funds' net assets (EUR min.) 9,8 13,0 31,0

Total of investments (EUR mlIn.) 9,3 12,3 30,8

Net assets by pension funds in 2017

Credins Pensions
20,0%

Mandatory pension funds investment structure

Mandatory pension funds 100% of their investment directed in domestic treasury bonds and
bills.

Pension funds' investment portfolio in 2017

Pension fund Treasury bond and bills (EUR min.) Share in total (%)
Raiffeisen 3,7 29,8
Sigal 6,1 49,8
Credins Pensions 2,5 20,4
Total 12,3 100,0
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Selected pension funds’ balance sheet market data

Amount (EUR ths.) Change (%) Share in total (%)
31.12.2016 31.12.2017 31.12.2016- 31.12.2016 31.12.2017
2. . 12. | 31122017, 2. . 2. .

Cash and cash equivalents 342 440 26,2 3,5 3,4
Investment 9.283 12.349 30,8 94,5 94,7
D.ebt.securltles purchased on 415 i (100,0) 42 i
firstissue
Financial investments at fair
value through profit and loss ) 364 i j 28
Investments held to maturity 8.867 11.985 32,9 90,3 91,9
Receivables 197 246 22,8 2,0 1,9
Other accounts receivable 197 246 22,8 2,0 1,9
TOTAL ASSETS 9.823 13.035 30,5 100,0 100,0
Due to management 21 28 32,8 29,3 68,7
company
Liabilities gn the basis of 28 13 (55,9) 40,2 313
membership change
Delayed payment of costs ) i
and income of future period 21 (100,0) 30,5
Other liabilities 0 - (100,0) 0,0 -
TOTAL LIABILITIES 70 41 (43,3) 100,0 100,0
FUND’S NET ASSETS 9.752 12.995 31,0
Investment funds

Law which regulates investment funds is Law on Collective Investment Undertakings No 10198,

date 10.12.2009.

AFSA is institution responsible for the regulation and supervision of investment funds in

Albania.

Investment funds' number and memberships

Change (%)

31.12.2016. | 31.12.2017. 3112.2016.31.12.2017.
Investment funds' members 29.267 31.320 7,0
Individuals 29.264 31.314 7,0
Legal entities 3 6 100,0
Number of investment funds ) 5 i
management companies
Number of investment funds 3 3 -
Investment funds' net assets
Change (%)
31.12.2016. | 31.12.2017. 31.12.2016.31.12.2017.
Investment funds' net assets
484 547 11,1
(EUR mln.)
Total of investments (EUR mln.) 419 490 14,9
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Net assets by investment funds in 2017

Investment funds’ investment structure in 2017

Raiffeisen EURO
20,2%

1,0%

Credins PREMIUM

- —

1,3%

Selected investment funds’ balance sheet market data

78,5%

Raiffeisen PRESTIG)

B Government Bonds

B Corporate Bonds

M Treasure Bills

B Other Investments

M Cash

H Other Assets

Amount (EUR mln.) Change (%) Share in total (%)
31.12.2016 31.12.2017 31.12.2016- 31.12.2016 31.12.2017
2. . 12, | 31122017, 12, . 2. .
Cash and cash 61 53 (14,4) 12,6 9,7
equivalents
Investments 419 490 14,9 86,3 89,3
Debt securities
purchased on first 339 385 11,7 69,9 70,3
issue
Held for trading 189 231 20,3 39,0 42,2
investments
Investments for 107 154 41,6 22,1 28,1
sale
Investmgnts held 43 i (100,0) 8,9 0,0
to maturity
Debt securities
purchased on 79 104 28,8 16,4 19,0
secondary market
Held for trading 61 75 22,4 12,5 13,7
investments




Investments for ) 2 (5,0) 0,3 0,3
sale

Investmgnts held 1 i (100,0) 0,3 0,0
to maturity

Units in

investment funds 16 27 66,5 3,3 50
Debtors 5 6 8,8 1,0 1,0
Debtors by the

management 0 0 159,1 0,0 0,0
company

Accumulated

interest debtors 0 0 4348 0,0 0,0
Other debtors 5 5 7,8 1,0 1,0
TOTAL ASSETS 485 549 11,1 100,0 100,0
Due to

management 1 1 10,5 0,1 0,1
company

Liabilities for

payments to quota

holders (change 1 1 10,4 0.2 0.2
members )

TOTAL

LIABILITIES 1 2 10,4 0,3 0,3
NET ASSETS 484 547 11,1 99,7 99,7

Micro-credit organisations

Total portfolio of micro-credit organisations in 2016 was EUR 4,7 million and in 2017 it
increased to EUR 10,2 million.

Leasing companies

Laws which regulate leasing companies are:
- Law on Financial Leasing No 9396 of 12.5.2005,
- Law on Savings and Loan Associations and Their Unions (Official Gazette 52/16).

Saving and loans associations and their unions (SLAs and Unions), reporting forms are adopted
with the Decision No 106, dated 05.10.2016. of the Supervisory Council of the Bank of Albania -
Reporting system for the saving and loans associations and their unions.

Number of leasing companies

In 2016, the reorganisation process of 98 existing savings and loan associations was completed,
through the merger by absorption. At the end of 2016, there were 13 savings and loan
associations and two unions of savings and loan associations. In the category of savings and loan
associations, no new licenses were granted in 2017, while the reorganisation of savings and loan
associations was completed, through the transformation of the union of savings and loan
associations into savings and loan associations. As at end 2017, there were 13 savings and loan
associations and one union of savings and loan associations.
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Total portfolio

Total portfolio of financial leasing in 2016 was EUR 45,1 million and in 2017 it increased to EUR

49,3 million.

Unions and SLAs assets

31.12.2016. 31.12.2017.
Unions (EUR min.) 15,4 9,6
SLAs (EUR mln.) 48,6 61,7

Value of leasing companies’ concluded contracts by leased assets in 2017

With regard to the object of financing, the leasing portfolio is dominated by financing for
personal transport vehicles (55,1%) and work transport vehicles (26,1%). Compared to
December 2016, the portfolio increased EUR 3,4 million, driven by transport vehicles for

personal and work purposes.

. . . Total
Leasing (EUR mlin.) New Equipment | Used Equipment 31.12.2017.

Personal transportation vehicles 17,9 9,3 27,2
Work transportation vehicles 8,4 4,5 12,9
Work equipment/production lines 51 1,9 7,0
Real estate 0,3 0,7 1,0
Other 0,6 0,7 1,3
Total 32,3 17,1 49,4

Value of leasing companies’ newly concluded contracts by leased assets in 2017

EUR millions

1,0 o6 13

M Total

B New Equipment
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BOSNIA AND HERZEGOVINA

Report for Bosnia and Herzegovina (BiH) has been done on the basis of official reports of Central
Bank of BiH, Insurance Agency of BiH, Agency for Statistics of BiH, Banking Agency of Federation
BiH and Banking Agency of RS and other relevant institutions. All conversions from the national
currency BAM to EUR have been made at official Exchange Rate of the Central Bank of BiH (EUR
1 =BAM 1,95583) for all years.

MACROECONOMIC INDICATORS
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2008 3.842 12.637 3.290 5,4 23,4 383 7,4
2009 3.843 12.268 3.193 -3,2 24,1 404 -0,4
2010 3.843 12.654 3.293 0,9 27,2 408 2,1
2011 3.840 13.024 3.392 1,3 29,2 417 3,7
2012 3.840 13.242 3.449 -0,5 29,4 422 2,1
2013 3.832 13.445 3.508 1,6 27,6 423 -0,1
2014 3.828 13.771 3.597 0,7 27,5 424 -0,9
2015 3.827 14.392 3.761 2,8 27,7 424 -1,0
2016 3.531 15.287 4.354 3,1 25,4 428 -1,1
2017 3.504 16.020 4,571 3,1 20,5 435 1,3

Macroeconomic indicators for 2017 in BiH did not change significantly in comparison to last
year. Nominal GDP has increased, while the growth rate of real GDP was 3,1% like in the
previous year. Regarding the labour marker, a decrease in the number of unemployed persons is
evident. The average net and gross salaries have been stagnating for several years.

STRUCTURE OF THE FINANCIAL SERVICE SECTOR
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2008 Assets (EUR mln.) 10.645 455 635 619 818 13.172
Share (%) 80,8 3,5 4,8 4,7 6,2 100,0
2009 Assets (EUR mln.) 10.535 477 452 556 817 12.837
Share (%) 82,1 3,7 3,5 4,3 6,4 100,0
2010 Assets (EUR mln.) 10.457 479 459 438 567 12.400
Share (%) 84,3 3,9 3,7 3,5 4,6 100,0




5011 | Assets (BURmin) [ 10.713 552 409 385 392 12.451
Share (%) 86,0 4.4 3,3 3,1 3,2 100,0
5017 | Assets (EURmIn) [ 10853 600 406 348 366 12.573
Share (%) 86,3 48 3,2 2,8 2,9 100,0
Jo13 | Assets (BURmin) | 11.282 630 389 343 305 12.949
Share (%) 87,1 4,9 3,0 2,7 2,4 100,0
5014 | Assets (EURmin) [ 11668 693 404 330 262 13.357
Share (%) 87,4 5,2 3,0 2,5 2,0 100,0
S0t | Assets (BURmin) [ 12184 750 426 327 243 13.930
Share (%) 87,5 5,4 3,1 2,4 1,7 100,0
5016 | Assets (EURmIn) [ 12812 812 410 340 216 14.590
Share (%) 87,8 5,6 2,8 2,3 1,5 100,0
Jo17 | Assets (EURmln) | 13.957 880 437 404 133 15.812
Share (%) 88,3 5,6 2,8 2,6 0,8,0 100,0

The amount of total assets of the financial sector in BiH in 2017 was EUR 15,8 billion. The largest
share in the financial sector still has the banking sector which is holding the share of 88,3% in
total assets. Insurance and reinsurance companies participated with 5,6% of the total financial
sector. This is a relatively small share considering the importance of the insurance sector as an
institutional investor. When it comes to other financial institutions, in the structure of the
financial sector in BiH they had a negligible share in the total assets of financial sector. Due to
the continuation of the crisis in the capital market, the investment funds and leasing companies
continued to decrease slightly in 2017, while micro-credit organizations recorded a increase in
assets in 2017. The statistics for 2017 show that an annual growth rate of assets in the financial
sector in BiH was recorded in the banking sector with increase of 8,9% in relation to 2016, and
an increase of 8,4% was recorded in the insurance and reinsurance sector.
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BANKING SECTOR

Legal and institutional framework

The most important institutions that represent the infrastructure in the banking sector are
commercial banks. Laws that regulate banking sector are:
1 Law on the Banking Agency of the Federation of BiH,
1 Decisions and Instructions of the Banking Agency Related to the Operations of Banks,
1 Law on Banks of Republika Srpska (Official Gazette of RS 44/03, 74/04, 116/11, 05/12,
59/13),
1 Law on Banking Agency of Republika Srpska (Official Gazette of RS 59/13),
1 Law on Anti Money Laundering and Terrorism Financing,
1 Law on National Payment Transactions (Official Gazette of RS 52/12, 92/12 and Official
Gazette of BiH 47/14, 46/16),
1 Law on Deposit Insurance in Banks of Bosnia and Herzegovina (Official Gazette of BiH
20/02,18/05,100/08,75/09, 58/13).

Monetary policy conducted in the country is a model of currency board. The main objectives and
tasks of the Central Bank are defined by the Law on the Central Bank of BiH, in accordance with
the General Framework Agreement for Peace in BiH. The Central Bank of BiH maintains
monetary stability in accordance with the currency board arrangement (KM 1 : EUR 0,51129),
which means that it issues the local currency with full coverage in freely convertible foreign
currency funds at a fixed exchange rate KM 1 : EUR 0,51129.

Supervision of banks in BiH is separate from the CBBiH. Supervision is implemented at the level
of state entities. Supervision is separated from the Central Bank. Supervision of banks and other
financial organizations is performed by the Banking Agency of the Federation of BiH and the
Banking Agency of Republika Srpska.

Banks in BiH are not obliged to implement Basel Il standards. Currently, supervision is being
carried out in accordance with Basel I standards. In the process of drafting and adoption is the
new Law on Banks in compliance with the requirements of Basel III.

In December 2008, the Banking Agency of the Federation BiH adopted a Strategy for the
introduction of the ,International Convergence of Capital Measurement and Capital Standards“.
The Strategy constitutes a document, i.e. general guidelines regarding the implementation of
international standards for risk and capital management in banks, with the title being changed
to Strategy for the Introduction of Basel III in accordance with changes in the EU regulatory
framework. The Strategy provides for a careful and gradual transition to the new regulatory
framework in BH, which is also in line with the recommendation of the IMF and covers
the period of time up to and including 2018. The implementation of the Strategy is carried out
via mutual coordination and the joint work of project teams of the entity banking agencies.

The three priority policies/objectives of the Government over the next three year period that
could affect the banking sector:
- The new banking law is in the process of the adoption (the deadline for the
implementation of six months after the adoption of the law),
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- The new framework for the resolution and the establishment of resolution units (the
deadline for the implementation of nine months after the adoption of the law),
- Application of the new IFRS 9 deadline 01/01/2018.

A preview of the draft decisions in the process of drafting and adoption is the new Law on Banks,
as well as draft decisions, in compliance with the requirements of Basel III:

- Draft Decision on the Management of Interest Rate Risk in the Banking Book,

- Draft Decision on Large Exposures,

- Draft Decision on Risk Management in Banks,

- Draft Decision on Internal Capital Adequacy Assessment Process in Banks,

- Draft Report on ICAAP,

- Draft Decision on the Calculation of Bank Capital.

Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 10.853 11.282 11.661 12.168 12.789 13.932
Total assets as % of GDP 81,0 82,5 83,5 84,6 83,7 86,9
Number of bank employees 10.336 | 10.357 | 10.173 9.919 9.589 9.572
16.000 88
14.000 - 87
- 86
12.000
- 85
10.000 L 84
8.000 - 83
6.000 - 82
- 81
4.000
- 80
2.000 - 79
0 - 78
2012 2013 2014 2015 2016 2017
B Total assets (EUR min.) - left scale —Total assets as % of GDP - right scale
Market concentration
2012 2013 2014 2015 2016 2017
Number of banks 28 27 26 26 24 24
Average assets per bank (EUR mln.) 372,4 401,7 432,0 446,5 532,9 580,5
Market share of the largest bank (%) 24,0 24,0 24,0 25,0 23,6 23,3
Market share of the three largest 60,0 58,0 57.0 58,0 54,7 495
banks (%)
lggl;:)\;ket share of the five largest banks 77.0 74,0 74,0 74,0 70,0 70,0
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Ownership structure in 2017
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Share in total
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Composition of banks’ assets

Fixed G t Oth
Cash funds | Netloans 1xe overnmen er
assets bonds assets
2012 Amount (EUR mln.) 2,7 7,1 373,0 1,1 77,0
Share (%) 0,6 1,5 80,9 0,2 16,7
2013 Amount (EUR mln.) 2,9 7,2 363,0 1,2 86,0
Share (%) 0,6 1,6 78,9 0,3 18,7
2014 Amount (EUR mln.) 3,1 7,3 366,0 1,2 145,0
Share (%) 0,6 1,4 70,0 0,2 27,7
2015 Amount (EUR mln.) 3,2 7,5 364,0 1,3 228,0
Share (%) 0,5 1,3 60,3 0,2 37,8
2016 Amount (EUR min.) 3,4 8,6 550,6 1,8 703,5
Share (%) 0,3 0,7 43,4 0,1 55,5
2017 Amount (EUR min.) 3,8 9,2 536,6 1,9 860,0
Share (%) 0,3 0,7 38,0 0,1 60,9
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W Cash funds M Net loans Fixed assets M Government bonds M Other assets

Composition of banks’ liabilities

Interbank Interbank
Government | borrowing | borrowing - ECB Bonds Total
deposits - foreign domestic borrowing | issued | liabilities
banks banks
Amount
2012 (EUR min.) 2.011,4 217,2 357,8 42,2 125,7 3.188,1
Share (%) 63,1 6,8 11,2 1,3 39 100,0
Amount
2013 (EUR mln.) 2.143,4 227,4 287,2 239 179,6 3.384,0
Share (%) 63,3 6,7 8,5 0,7 53 100,0
Amount
2014 (EUR min.) 2.205,4 2299 238,2 29,8 198,6 3.403,3
Share (%) 64,8 6,8 7,0 09 58 100,0
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Amount
2015 (EUR min.) 2.314,1 220,2 230,4 26,8 228,2 3.392,9
Share (%) 68,2 6,5 6,8 0,8 6,7 100,0
Amount
2016 (EUR min.) 2.001,4 492,5 281,3 25,4 409,0 3.209,6
Share (%) 62,4 15,3 8,8 0,8 12,7 100,0
Amount
2017 (EUR mln.) 2.514,4 516,9 245,1 24,3 409,0 3.709,7
Share (%) 67,8 13,9 6,6 0,7 11,0 100,0
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2012 2013 2014 2015 2016 2017
B Government deposits H Interbank borrowing - foreign banks
Interbank borrowing - domestic banks B ECB borrowing
W Bonds issued
Maturity structure of deposits and loans
Short- Long- Total Short- Long-
term term deposits term term Total
deposits deposits P loans loans
Amount
2012 | (EUR min)) 4.377 3.753 8.130 2.497 5.762 8.260
Share (%) 53,8 46,2 100,0 30,2 69,8 100,0
Amount
2013 | (EUR min.) 4.708 3.869 8.577 2.566 5.943 8.510
Share (%) 54,9 45,1 100,0 30,2 69,8 100,0
Amount
2014 | (EUR min.) 4928 3.987 8.914 2.441 6.178 8.619
Share (%) 55,3 44,7 100,0 28,3 71,7 100,0
Amount
2015 | (EUR min.) 5.451 4.081 9.530 2.523 6.416 8.939
Share (%) 57,2 42,8 100,0 28,2 71,8 100,0
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Amount
2016 | (EUR min.) 5.307 4.503 9.810 2.385 6.220 8.605
Share (%) 54,1 45,9 100,0 27,7 72,3 100,0
Amount
2017 | (EUR min.) 5.125 4917 10.042 2.231 7.001 9.232
Share (%) 51,0 49,0 100,0 24,2 75,8 100,0
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B Short-term loans M Long-term loans
Currency structure of deposits and loans
Deposits in . Depositsin | Loans in Loans in
the local Deposits other the local Loans other
in EUR in EUR
currency currency currency currency
Amount
2012 | (EUR min.) 7.141 5.579 605 15.290 227 25
Share (%) 53,6 41,9 4,5 98,4 1,5 0,2
2013 Amount 7.762 5.989 589 15.770 246 10
Share (%) 54,1 41,8 41 98,4 1,5 0,1
2014 Amount 8.696 6.063 617 16.246 219 9
Share (%) 56,6 39,4 4,0 98,6 1,3 0,1
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Deposits' and loans' rates for households

Bl Deposits in EUR

W Loans in EUR

2015

B Deposits

2015

2016 2017

in other currency

90 | I | I | I

2016

2017

M Loans in other currency

Depositrate - less | Depositrate - more Loan rate - less Loan rate - more
than year than year than year than year
2012 2,6 3,9 10,1 9,2
2013 2,6 3,7 8,6 8,3
2014 1,8 3,3 9,3 8,3
2015 1,3 2,7 10,4 8,1
2016 0,7 2,2 12,2 7,7
2017 0,4 1,7 7,9 6,5
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than year than year than year than year
2012 2,6 4,8 7,2 7,4
2013 2,1 39 7,2 7,3
2014 1,7 3,5 6,6 7,0
2015 0,8 2,4 59 6,3
2016 1,2 4,6 4,2 55
2017 0,7 1,6 4,0 4,2
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The basic features of the banking sector

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Non-. Ratio of non-
. . . Total loans | performing .
capital weighted risk | adequacy (EURmIn.) | loans (EUR performing to
(EURmIn.) | (EUR mln.) rate (%) min.) total loans (%)
2012 1.439,3 8.462,9 17,0 7.778,3 1.047,6 13,5
2013 1.531,3 8.581,5 17,8 8.041,6 1.215,9 15,1
2014 1.415,3 8.702,7 16,3 8.131,1 1.151,9 14,2
2015 1.352,9 8.992,1 15,0 8.414,8 1.149,9 13,7
2016 1.477,1 9.333,6 15,8 8.605,0 1.013,4 11,8
2017 1.596,8 10.179,3 15,7 9.203,3 927,0 10,0
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total | Liquid assets to short-term
(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 64,4 4,9 25,4 44,1
2013 -19,9 -1,4 26,4 46,2
2014 73,6 52 26,8 46,1
2015 35,8 2,4 26,4 44,0
2016 112,0 7,3 27,2 44,1
2017 171,8 10,2 28,4 44,3
INSURANCE SECTOR

Legal framework

Legal framework for operations of the Insurance Agency of BiH:
Law on the Insurance Agency of BiH (Official Gazette of BiH 12/04).

Laws regulating the Federation BiH insurance sector:
Law on Insurance (Official Gazette of Federation BiH 23/17),
Law on Insurance against Motor Liability and other Provisions on Compulsory Insurance

against Liability (Official Gazette of Federation BiH 24/05),

Law on Intermediation in Private Insurance (Official Gazette of Federation BiH 22/05,
08/10 and 30/16).

Laws regulating the Republic of Srpska insurance sector:
Law on Insurance Companies (Official Gazette of RS 17/05, 01/06, 64/06, 74/10 and

47/17),

Law on Compulsory Insurance in Traffic (Official Gazette of RS 82/15),
Law on Insurance and reinsurance Intermediation (Official Gazette of RS 47/17).

The laws in force in the Federation BiH and RS still don’t comply with the Solvency II Directive.
The laws on insurance in the past period, since their adoption in 2005, have been subject to
certain changes, but still remain in the Solvency I regime.
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In the Federation BiH, in April 2017, the Insurance Law came into force which ensured the
functioning of the Solvency I regulatory framework with the Solvency II elements that can be
applied in the current market conditions in BiH, such as the specific provisions which regulate
life and nonlife insurance, reinsurance, risk assessment, conditions for management of insurance
companies, internal controls, bankruptcy and liquidation process, etc. A new law hasn’t been
enacted yet in the RS.

In 2015, a new Law on Obligatory Insurance in Traffic was adopted in the RS, which should
provide gradual liberalization and amendment of the coverage limit, while, when it comes to the
Federation BiH, the Law on Insurance against Motor Liability and other Provisions on
Compulsory Insurance against Liability of 2005 is still in force.

In September 2018, Insurance Agency of Republic of Srpska adopted a Decision on amendments
to the decision on common premium tariff and price list for insurance against motor vehicles
liabilities in Republic of Srpska (Official Gazzette of RS 84/18). By this Decision, the single basis
premium has been changed as it has been decreased by 10%.

The current situation in BiH is reflected in the non-compliance of laws in both entities, which
will certainly cause problems with the participants in the insurance market with the entry into
force of certain provisions of the laws that are not harmonized.

Institutional framework

- Insurance Agency of BiH,

- BiH Green Card Bureau,

- Federation BiH Insurance Supervision Agency,
- Republic of Srpska Insurance Agency,

- Federation BiH Protection Fund,

- Republic of Srpska Protection Fund,

- Association of Insurance Companies in BiH?,

- Association of Insurance Companies in Federation BiH,
- Association of Insurance Companies in RS,

- BiH Actuarial Association,

- Actuarial Association of Republic of Srpska.

Minimal amount of share capital

Type of insurer EUR min.
All nonlife classes 2,6
Particular nonlife classes 0,5and 1,0
Life 1,5
Reinsurance 1,5

All classes (nonlife, life and reinsurance) 5,6

With the new Law on Insurance in the Federation BiH it is envisaged that within five years after
entry into force (April 6, 2022), insurance and reinsurance companies are obliged to adjust their
shareholders’ equity in accordance with the new provisions of the Law by which twice the

1 Association of Insurance Companies in BiH is registered, but it is still not active.
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amount of equity from the previous amount is proposed depending on the type on insurance
they are operating with.

Total premium income

Nonlife Life Total

EUR (mln.) 178 28 206

2007

Share (%) 86,5 13,6 100,0

EUR (mln.) 198 34 232
2008 Share (%) 85,5 14,6 100,0
Premium growth index 08/07 111,3 121,0 112,7

EUR (mln.) 199 36 234
2009 Share (%) 84,9 15,1 100,0
Premium growth index 09/08 100,5 105,3 101,2

EUR (mln.) 203 38 242
2010 Share (%) 84,2 15,8 100,0
Premium growth index 10/09 102,1 107,4 102,9

EUR (mln.) 209 41 250
2011 Share (%) 83,6 16,4 100,0
Premium growth index 11/10 102,7 107,4 103,4

EUR (mln.) 214 44 258
2012 Share (%) 82,9 17,1 100,0
Premium growth index 12/11 102,7 107,6 103,5

EUR (mln.) 218 51 269
2013 Share (%) 81,1 18,9 100,0
Premium growth index 13/12 102,0 115,8 104,3

EUR (mln.) 229 59 287
2014 Share (%) 79,6 20,4 100,0
Premium growth index 14/13 104,8 114,7 106,7

EUR (mln.) 241 63 305
2015 Share (%) 79,3 20,7 100,0
Premium growth index 15/14 105,5 107,9 106,0

EUR (mln.) 258 66 324
2016 Share (%) 79,6 20,4 100,0
Premium growth index 16/15 106,9 104,6 106,4

EUR (mln.) 278 71 349
2017 Share (%) 79,6 20,4 100,0
Premium growth index 17/16 107,8 107,7 107,8

The total premium in BiH in 2017 reached an amount of EUR 349 million which is an increase of
7,8% when compared to the previous year. The share of companies seated in the Federation BiH
in total premium was 79,6% in 2017, while the share of the companies seated in RS was 30,4%.
Out of total insurance premium in 2017, 79,6% is regarded to nonlife insurance while 20,4%
refers to life insurance. During the year 2017, the nonlife insurance sector recorded an increase
of 7,8% in relation to the year 2017 and the sector of life insurance shows an increase of 7,7%,
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respectively. The average annual growth rate of the nonlife insurance sector in the past five
years was 5,4%, while the average annual growth rate of life insurance in the past five years was
10,2%. Resistance of the insurance market in BiH to the impacts of economic crisis is reflected
primarily in the fact that the structure of insurance portfolio is dominated by obligatory types of
insurance. The growth trend of insurance premiums is expected to continue in next years.

H Nonlife
0 50 100 150 200 250 300 350 400
EUR millions
Insurance penetration and insurance density
Premium as % of GDP Premium per capita (EUR)
Nonlife 1,61 46
2007 Life 0,25 7
Total 1,86 54
Nonlife 1,57 52
2008 Life 0,26 9
Total 1,83 60
Nonlife 1,62 52
2009 Life 0,29 9
Total 1,91 61
Nonlife 1,61 53
2010 Life 0,30 10
Total 1,91 63
Nonlife 1,60 54
2011 Life 0,32 11
Total 1,92 65




Nonlife 1,62 56

2012 Life 0,33 11
Total 1,95 67

Nonlife 1,62 57

2013 Life 0,38 13
Total 2,00 70

Nonlife 1,66 60

2014 Life 0,43 15
Total 2,09 75

Nonlife 1,68 63

2015 Life 0,43 17
Total 2,11 80

Nonlife 1,69 73

2016 Life 0,43 19
Total 2,12 92

Nonlife 1,74 79

2017 Life 0,44 20
Total 2,18 100

Premim per capita or , density” is the lowest in comparison to the other countries in the region.
It should be noted that the participation of premiums as a percentage of GDP is 2,18% and the
insurance and reinsurance sector participates only with 5,6% of total assets in the financial
sector in BiH. This shows us that a further development of this sector should be expected in the
future. Regarding the issue of the current economic situation in BiH significant improvement in
these indicators is not expected in 2018.

2017
2016
2015
2014
2013

2012 M Total

2011 H Life

| Nonlife
2010
2009

2008

2007

o
o
o

0,50 1,00 1,50 2,00 2,50

Insurance penetration (%)
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H Nonlife
2007
0 20 40 60 80 100 120
Insurance density (EUR)
Market concentration
Average | Market Market Market Number of | Number of
premium | share of share of share of | companies (direct)
Number of per the the largest | the largest with employees
companies | company | largest three five market in the
(EUR company | companies | companies | shareless | insurance
min.) (%) (%) (%) than 3% sector
2007 25 8,2 13,1 29,9 46,0 12 3.147
2008 26 8,9 11,9 29,1 44,8 13 3.362
2009 26 9,0 11,8 30,2 44,8 14 3.446
2010 25 9,6 12,4 30,5 46,0 14 3.807
2011 25 10,0 12,8 30,0 46,0 13 3.813
2012 25 10,3 12,8 29,8 45,3 14 3.721
2013 24 11,2 12,3 30,1 46,2 10 3.681
2014 24 12,0 11,5 29,0 44,8 12 3.792
2015 24 12,7 10,1 28,0 43,2 11 3.974
2016 27 12,0 9,2 26,4 41,4 13 4.135
2017 27 12,9 8,5 24,9 39,2 14 4.270

Life insurance market in the year 2017 was, as in 2016, a moderately concentrated market. The
market share of the largest five companies in 2017slightly decreased when compared to 2016.
The nonlife insurance market in BiH was the market with high level of competition (non-
concentrated market).




2017 =
2016 T ————
2015
2014 | = Market share of the
largest five companies
2013 ==
B Market share of the
2012 t largest three companies
2011 T —
B Market share of the
2010 t largest company
2009 T ===
2008 ===
2007 =
0% 10% 20% 30% 40% 50%
Ownership structure in 2017
Nonlife Life | Composite | Reinsurance Total
Number of companies with
o . . 14 0 1 1 16
majority domestic ownership
Number of companies with
o . . 3 0 9 0 12
majority foreign ownership
Market share of companies with
o . . 56,3 2,5 - - 45,3
majority domestic ownership (%)
Market share of companies with
o : . 43,7 97,5 - - 54,7
majority foreign ownership (%)
B Number of companies with
B Number of companies with
majority foreign ownership
0% 20% 40% 60% 80% 100%
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On the insurance market of BiH in 2017 the insurance business was performed by 27 insurance
and one reinsurance companies. Out of total number of 27 insurance companies, 13 insurance
companies are seated in the Federation BiH and 14 in RS. From the total of 27 insurance
companies, there were 15 companies with majority domestic ownership. The number of
companies with majority foreign ownership is 12 companies. Out of 10 companies operating
both in the area of life and nonlife insurance (composite companies), one is with majority
domestic ownership, while nine have majority foreign owners. There is one registered
reinsurance company and it is with majority domestic ownership.

During 2017 and 2018 there were changes in the number of insurance companies as well as in
the ownership structure of insurance companies. Grawe osiguranje took over 95% of the VGT
osiguranje Visoko, and in 2018 it was merged to Grawe osiguranje, the Austrian Vienna
Insurance Group (VIG) bought Merkur osiguranje, Zovko osiguranje was purchased by Bosna-
Sunce osiguranje, a member of the group AGRAM, which since 1 January 2018 operates under
the new name Adriatic osiguranje, Croatia osiguranje in June 2018 has signed a contract on
purchase of 100% stake in Central osiguranje, but in January 2019 Croatia osiguranje gave up
the purchase. Grawe osiguranje has purchased the Atos osiguranje in Republic of Srpska, and
also in September 2018, a new insurance company in Republic of Srpska, the Premium Invest
osiguranje, was granted a work permit by the Insurance Agency of Republic of Srpska.

It is still early to talk about the effects of acquisitions on the market, but given the need for
market regulation, in the way that it is efficiently developed and in accordance with European
rules, therefore we can, in the coming period, expect a reduction in the number of insurance
companies in the market, liberalization of the markets, better customer service, increased
efficiency in payment of claims and wider offers to cover different risks by insurance companies.

Total premium per major insurance classes

Insurance class 2016 2017
EUR mlin. Share (%) EUR mln. Share (%)

Accident 21,7 6,7 24,7 7,1
Health 4,1 1,3 5,0 1,4
Land motor vehicles 29,4 9,1 30,9 8,9
Railway 0,0 0,0 0,0 0,0
Aircrafts 0,0 0,0 0,0 0,0
Vessels 0,0 0,0 0,0 0,0
Goods in transit 1,9 0,6 2,1 0,6
g;zz;zgsnatural 13,3 41 15,7 45
Other property
) 13,9 4,3 13,1 3,7
insurance
MTPL 163,1 50,3 174,9 50,1
Aircraft liability 0,0 0,0 0,0 0,0
l[ijzgi;’ift;’essels 0,0 0,0 0,0 0,0
Other liability 3,7 1,2 4,0 1,1
Credit 5,3 1,6 6,0 1,7
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Surety 0,1 0,0 0,1 0,0
I\l/llscel.laneous 12 0.4 12 0.4
financial losses

Legal protection 0,0 0,0 0,0 0,0
A551s.tance - other 01 0.0 05 01
nonlife

NONLIFE 258,0 79,6 278,2 79,6
LIFE 66,1 20,4 71,2 20,4
TOTAL 324,1 100,0 349,4 100,0

75%
M Insurance class
B Land motor vehicles
M Vessels

80%

B Other property insurance

B Use of vessels liability

Share in total premium

85%
m Accident
M Railway
B Goods in transit
B MTPL
B Other liability

90%

95%
M Health
Aircrafts
M Fire and natural disasters
B Aircraft liability
Credit

100%

B Surety m Miscellaneous financial losses Legal protection
W Assistance — other nonlife H Life
Insurance companies
Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife Life Total Nonlife Life Total | 2017 (%)
1 Uniqa 13,3 16,5 29,9 13,2 16,4 29,6 8,5
2 Euroherc 27,5 - 27,5 28,8 - 28,8 8,2
3 Sarajevo 26,3 1,7 28,0 26,7 1,8 28,5 8,2
4 Bosna sunce 22,6 2,3 24,9 22,7 2,8 25,5 7,3
5 Croatia 19,9 3,8 23,7 20,5 4,1 24,5 7,0
6 Grawe (FBiH) 4,5 12,1 16,6 8,7 13,2 21,9 6,3
7 Triglav (FBiH) 15,3 51 20,4 15,8 5,9 21,7 6,2
8 Wiener 14,0 2,1 16,1 15,0 3,0 18,0 5,2
9 Merkur BH 0,4 14,0 14,4 0,4 15,1 15,5 4,5
10 Central 3,1 - 3,1 13,6 - 13,6 3,9
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11 Drina 12,5 - 12,5 12,4 - 12,4 3,6
12 Dunav 10,6 0,4 11,0 11,4 0,4 11,8 3,4
13 | ASA 10,0 - 10,0 11,4 - 11,4 3,3
14 | Atos 6,8 - 6,8 9,8 - 9,8 2,8
15 | Zovko 9,9 - 9,9 9,4 - 9,4 2,7
16 Neskovi¢ 8,3 - 8,3 8,8 - 8,8 2,5
17 Grawe (RS) 0,0 8,2 8,2 0,0 8,5 8,5 2,4
18 Brcko-gas 7,8 - 7,8 8,3 - 8,3 2,4
19 | Aura 6,2 - 6,2 7,4 - 7,4 2,1
20 | VGT 13,1 - 13,1 7,0 - 7,0 2,0
21 | Camelija 6,8 - 6,8 55 - 55 1,6
22 | Triglav (RS) 5,0 - 5,0 5,3 - 5,3 1,5
23 Mikrofin 4,4 - 4,4 4,7 - 4,7 1,3
24 Garant 3,8 - 3,8 4,2 - 4,2 1,2
25 Euros 3,0 - 3,0 4,0 - 4,0 1,1
26 | SAS - Super P 0,6 - 0,6 1,6 - 1,6 0,4
27 Krajina 2,1 - 2,1 1,5 - 1,5 0,4
Total 258,0 66,1 324,1 278,2 71,2 3494 100,0
N
Nonlife
Il 1
Nonlife
0 50 100 150 200 250 300 350
EUR millions

W Uniga M Euroherc M Sarajevo W Bosna sunce M Croatia

H Grawe (FBiH) M Triglav (FBiH) B Wiener = Merkur BH H Central

M Drina B Dunav H ASA B Atos m Zovko

B Neskovic m Grawe (RS) Bréko-gas M Aura = VGT

Camelija m Triglav (RS) Mikrofin Garant Euros
SAS —Super P Krajina
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OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds?

Laws which regulate pension funds are:

- Law on Voluntary Pension Funds (Official Gazette of Federation BiH 104/16),

- Law on Pension and Disability Insurance (Official Gazette of RS 134/11, 82/13 and
103/15),

- Law on Voluntary Pension Funds and Pension Plans (Official Gazette of RS 13/09).

The supervision and regulation of pension funds in BiH are carried out by entity supervisory
agencies.

Pension insurance reform in BiH is in some kind of transition. The story about the reform lasts
for years, but its implementation has hardly shifted.

The demographic picture of BiH is not reassuring at all, because it belongs to the group of
countries whose population is in the expressed aging process and are approaching the threshold
of the average age of 40 years. The average life expectancy of the population is extended and the
birthrate declines. When you bring this in connection with the pension funds, this means that
the pension funds will be much burdened in the future.

It is evident that these demographic trends will reduce the population of BiH, the population
structure by age will be significantly altered, it will be significantly increased the number of
population aged over 65 or 66 years and much smaller number of young people.

Pension Reserve Fund of RS has been formed with aim to provide long term financial
sustainability to the compulsory pension insurance.

Almost eight years after the adoption of the Law on Voluntary Pension Funds and Pension Plans,
the first voluntary pension fund management company was established and the first voluntary
pension fund (European Voluntary Pension Fund - EPF) in BiH started to work in 2017. For a
long period, there were initiatives and negotiations between the PREF Management Company,
the European Bank for Reconstruction and Development (EBRD) and the Joint Pension Company
d.d. from Ljubljana (Joint d. d.) for the joint establishment of the Voluntary Pension Fund
Management Company in Republic of Srpska.

Shareholders of EPF Share in capital in % EUR mln.
SKUPNA 34,0 0,76
PREF 33,0 0,74
EBRD 16,5 0,37
ENEF 16,5 0,37
Total 100,0 2.25

2 Data from the insurance supervisory agencies of the Federation BiH and RS.
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Investment funds3

Laws which regulate investment funds are as follows:

Law on Investment Funds (Official Gazette of Federation BiH 85/08),

Law on Investment Funds (Official Gazette of RS 92/06 and 82/15),

Law on Privatisation Investment Funds and Privatisation Fund Companies (Official
Gazette of RS 24/98, 63/02 and 67/05).

The regulatory bodies responsible for overseeing and supervision of investment funds in BiH are
the entity securities commissions, that is the Securities Commission of Federation BiH and the

Securities Commission of Republic of Srpska.

Number of investment funds

FBiH RS BiH
2015 | 2016 | 2016 | 2017 | 2016
Number of investment fund management companies 11 10 5 5 15
Closed-end investment funds with public offer 11 11 14 14 25
Open-end investment funds with public offer 6 6 1 5
Open-end investment funds with closed offer 0 1 0 0 1

Note: Data for Federation BiH in 2017 are not available.

Net value of investment fund assets in BiH in 2016

Funds Net asset value (EUR mln.)
Closed-end investment funds 318

Open-end investment funds 92

Total 410

Net value of assets of closed-end investment funds in Federation BiH

EUR millions
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3 Data from the securities commissions of Federation BiH and Republic of Srpska.
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Net value of assets of open-end investment funds in Federation of BiH
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Net asset value of open-end investment funds in RS
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Investment structure of investment funds in Federation BiH in 2016

1'8%0,8% 0,5%

4,1%
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papers placements equivalents
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Investment structure of investment funds in RS in 2017

81%  18%

7,3%

8,9%

4,1%

B Shares ® Bonds m Other HOV m Deposits and placements B Cash and cash equivalents B Other assets

Considering that in 2016, around 20% of the total assets of the funds in Federation BiH were
traded, the conclusion is that the investment activity in 2016 was significantly lower compared
to the previous year when it was traded with approximately 59% value of total assets of funds.

Micro-credit organisations*

Laws which regulate micro-credit organisations are the following:
- Law on Micro-credit Organizations (Official Gazette of Federation BiH 59/06),
- Law on Micro-credit Organizations (Official Gazette of RS 64/06 and 116/11).

The regulatory authorities responsible for supervision of micro-credit organizations in BiH are
the entity banking agencies, Banking Agency of Federation BiH and Banking Agency of RS.

Micro-credit organization (MCO) is a legal entity that can be established and operated as micro-
credit foundation (MCF) or micro-credit company (MCC). MKFs in Federation BiH were
established by non-governmental, mostly humanitarian organizations (World Vision, CHF
International, HO BOSPO, Catholic Relief Service, Deputy, Mercy Corps, Islamic Relief, Melaha)
and citizens' associations (LOK UG, UG ALDI).

Number of MCOs
FBiH RS BiH
2016 2017 2016 2017 2016 2017
MCF 11 11 3 4 14 15
MCC 1 1 6 13 7 14
MCO 12 12 9 17 21 29

4 Data from the annual reports of the banking agencies of Federation BiH and RS for 2016 and 2017.
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https://www.fba.ba/index.php?page=article&id=293

Number of employees in MCOs

31.12.2016. 31.12.2017.
Number of employees - ; . :
FBiH RS BiH FBiH RS BiH
MCF 1.194 327 1.521 1.216 371 1.587
MCC 57 7 64 183 10 193
MCO 1.251 334 1.585 1.399 381 1.780
Assets of MCOs in BiH
250
200
§ 150
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£ 100
w
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] . 0.3
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Investment structure of MCOs in Federation BiH in 2017
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Investment structure of MCOs in RS in 2017
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Structure of micro-credits in Federation BiH

= Money

= Placements to banks
Loans to banks

= Business premises and other fixed
assets

= Long-term investments

Other assets

31.12.2016. 31.12.2017.
Micro-credits Short- Long-term Due Short- Long-term Due
(EUR ths.) term . TOTAL term g TOTAL
loans loans receivables loans loans receivables
1 2 3 4 5 6=(3+4+5) 7 8 9 10=(7+8+9)
1 | Legal entities
a) | Serviee 115,0 21853 5,1 2.305,4 1125 2864,3 281 3.004,9
activities
b.) | trade 103,8 1.317,6 6,6 1.428,0 94,6 1.461,3 9,2 1.565,1
c.) | agriculture 7,2 128,8 0,0 136,0 6,1 274,6 0,5 281,2
d.) | production 61,4 676,4 2,0 739,8 78,7 657,5 4,6 740,9
e.) | other 23,5 116,6 0,5 140,6 26,6 89,0 0,5 116,1
TOTAL 1: 310,9 4.424,7 14,3 4.749,9 318,5 5.346,6 42,9 5.708,1
2 | Natural persons
a) | S¢TVee 29686 | 320779 142,7 351892 | 25324 | 341732 106,9 36.812,5
activities
b.) | trade 1.024,1 8.979,8 41,9 10.045,9 751,1 7.977,2 35,8 8.764,1
c.) | agriculture 4.722,3 59.565,0 179,5 64.466,8 3.744,2 67.062,6 176,4 70.983,2
d.) | production 332,9 3.907,8 13,3 4.253,9 328,2 3.659,8 12,8 4.000,9
e.) | housing needs 1.747,6 37.369,3 70,0 39.187,0 1.357,0 40.902,8 91,5 42.351,3
f) | other 5.894,2 29.255,6 160,5 35.310,3 6.559,9 34.862,4 177,4 41.599,7
TOTAL 2: 16.689,6 | 171.155,5 607,9 188.453,0 | 15.272,8 | 188.638,1 600,8 204.511,7
TOTAL (1+2): 17.000,5 | 175.580,2 622,2 193.202,9 | 15.591,3 | 193.984,7 643,7 210.219,8
Structure of micro-credits in RS
31.12.2016. 31.12.2017.
Micro-credits Short- Long-
(EUR ths)) Short- | Long-term Due TOTAL term terri Due TOTAL
term loans loans receivables receivables
loans loans
2 3 4 5 6=(3+4+5) 7 8 9 10=(7+8+9)
Legal entities
a) | SeTViee 83,3 482,1 15 567,0 179,0 642,7 6,1 8278
activities
b.) | trade 95,6 318,0 0,5 414,1 48,1 357,4 2,0 407,5
c.) | agriculture 11,8 29,7 0,0 41,4 0,0 62,4 0,0 62,4
d.) | production 77,2 333,4 0,5 411,1 93,6 361,5 1,0 456,1
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e) | other 7.7 1,0 0,0 87 19,9 10,2 1,0 31,2
TOTAL 1: 2756 1.164,2 2,6 14424 | 3405 | 14342 10,2 1.784,9

2 | Natural persons

a) | Service 791,0 7.585,0 19,4 83954 | 1.0047 | 99201 25,6 10.950,3
activities

b) | trade 3988 2.403,6 15,3 2817,7 2019 | 27308 123 3.145,0

c) | agriculture 32845 | 335014 72,6 368585 | 34134 | 34617,0 58,8 38.089,2

d) | production 114,0 11484 56 1.268,0 1621 | 13882 2,6 15528

e) | housing needs 731 952,0 1,0 1.026,2 1053 | 27635 2,0 2.870,9

f) | other 108552 | 30.665.2 2178 417383 | 118783 | 382160 | 3298 50.424,1
TOTAL 2: 15.516,7 | 762556 | 331,8 | 92.104,1 | 16.9657 | 89.6356 | 4310 | 107.032,3

TOTAL (1+2): 157923 | 77.419,8 | 3344 | 93.5465 | 17.3062 | 91.069,8 | 4412 | 1088173

Profitability of MCOs in Federation BiH

01.01-31.12.2016. (EUR ths.) 01.01-31.12.2017. (EUR ths.)
MCF MCC TOTAL MCF MCC TOTAL
1 2 3=(1+2) 5 6 7=(5+6)
Total revenues 38.636 2.041 40.676 38.885 5.084 43.969
Total expenses 36.073 1.664 37.737 35.297 4.501 39.797
Extraordinary income 5.931 8 5.939 6.123 29 6.152
Extraordinary expenses 451 3 454 371 435 805
Total revenues - expenditures 8.043 381 8.424 9.340 177 9.518
Taxes 0 31 31 0 24 24
Total financial result 0 0 8.393 0 0 9.494
Profitability of MCOs in RS
01.01.-31.12.2016. (EUR ths.) 01.01.-31.12.2017. (EUR ths.)
MCF McCC TOTAL MCF MCC TOTAL
1 2 3=(1+2) 5 6 7=(5+6)
Total revenues 17.292 112 17.404 19.307 141 19.448
Total expenses 12.487 148 12.636 14.612 196 14.809
Extraordinary income 610 0 610 253 5 258
Extraordinary expenses 22 0 22 27 1 28
Total revenues - expenditures 5.393 -36 5.357 4921 -52 4.870
Taxes 553 0 553 610 1 612
Total financial result 4.840 -36 4.804 4311 -53 4.258

Leasing companies®

Laws which regulate leasing companies are the following:
- Law on Amending the Law on Leasing (Official Gazette of Federation BiH 85/08, 39/09,
and 65/13),
- Law on Leasing (Official Gazette of Federation BiH 85/08, on 26.12.2008.),
- Law on Leasing (Official Gazette of RS 70/07, 116/11).

Regulatory institutions that perform supervision of leasing companies in BiH are the entity
banking agencies, the Banking Agency of the Federation BiH and the Banking Agency of the RS.

5 Data from the annual reports of the Banking Agency of the Federation BiH and the Banking Agency of RS
for 2016 and 2017.
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https://www.fba.ba/index.php?page=article&id=885
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Following companies were licenced for leasing operations in Federation BiH on 31.12.2017:

(1) ASA Leasing,

(2) NLB Leasing,

(3) Porsche Leasing,
(4) Raiffeisen Leasing,
(5) Sparkasse Leasing,
(6) VB Leasing.

Number of employees in leasing companies

31.12.2016. 31.12.2017.
Federation BiH 160 104
RS 9 7
TOTAL 169 111

Structure of leasing operations

01.01-31.12.2016. (EUR ths.) 01.01-31.12.2017. (EUR ths.)
FBiH RS BiH FBiH RS BiH
Share EUR Share EUR Share Share EUR Share EUR Share
EUR mln. EUR mln.
T 9) | min | @) | min | (%) T 96 | min | (%) | min | (%)
Financial 157 91,3 | 39 | 921 | 196 | 915 90 860 | 40 | 937 | 130 | 88,0
leasing
Operational 15 87 3 7,9 18 8,5 15 14,0 3 6,3 17 | 12,0
leasing
TOTAL 172 100,0 | 42 | 100,0 | 214 | 100,0 105 100,0 | 42 | 100,0 | 147 | 100,0

Structure of claims based on leasing in Federation BiH

STRUCTURE BY LEASING OBJECT

31.12.2016. (EUR ths.)

31.12.2017. (EUR ths.)

Passenger vehicles 48.260 37.397
Vehicles for carrying out activities (field and 53262 40.671
passenger)

Machines and equipment 42.881 11.424
Real estates 14.599 1.553
Other 61 9
TOTAL 159.062 91.053
STRUCTURE ACCORDING TO THE USER OF

LEASING

Legal entities 144.826 79.871
Entrepreneurs 2.162 2.020
Natural persons 11.167 6.482
Other 908 2.680
TOTAL 159.062 91.053
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Structure of claims based on leasing in Republika Srpska

31.12.2016. (EUR ths.)

31.12.2017. (EUR ths.)

Leasing RS DL units from FBiH Leasing RS DL units from FBiH
Fin. Oper. Fin. Oper. TOTAL Fin. Oper. Fin. Oper. TOTAL
leasing | leasing leasing leasing leasing | leasing | leasing leasing

STRUCTURE BY LEASING OBJECT
Passenger vehicles 281 0 7.759 2.286 10.327 0 0 9.898 1.606 11.505
Vehicles to do works 94 0 13832 | 1.073 | 14998 | 0 0 15663 | 1.040 | 16703
(field and passenger)
Machines and 183 0 16.892 0 17.074 | 0 0 13.994 0 13.994
equipment
Real estates 47 0 35 0 82 0 0 31 0 31
Shllne, water and air 0 0 0 0 0 0 0 0 0 0
objects
Other 3 0 0 0 3 0 0 0 0 0
TOTAL 607 0 38.518 3.359 | 42.483 0 39.586 2.646 42.233
STRUCTURE ACCORDING TO THE USER OF LEASING
Legal entities 375 0 37.010 3.338 | 40.724 0 0 37.864 2.593 40.457
Entrepreneurs 65 0 251 20 336 0 0 431 28 458
Natural persons 156 0 1.134 0 1.290 0 0 1.121 0 1.121
Other 10 0 123 0 133 0 0 171 26 196
TOTAL 607 0 38.518 3.359 | 42.483 0 1] 39.586 2.646 42.233
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BULGARIA

Report for Bulgaria has been done on the basis of official reports of National Statistical Institute,
Bulgarian National Bank, Financial Supervision Commission, Association of Bulgarian Insurers
and other relevant institutions. All conversions from the national currency BGN to EUR have
been made at official Exchange Rate of the Bulgarian National Bank (EUR 1 = BGN 1,95583) for
all years.

MACROECONOMIC INDICATORS
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2008 7.607 39.556 5.200 6,2 5,6 12,3
2009 7.564 38.576 5.100 -4,9 6,8 2,8
2010 7.505 39.026 5.200 3,2 10,2 2,4
2011 7.365 39.035 5.300 1,7 10,4 2,8
2012 7.306 38.722 5.300 0,8 11,4 4,2
2013 7.246 39.128 5.400 0,9 11,8 -1,6
2014 7.202 39.611 5.500 1,2 10,7 -0,9
2015 7.143 40.715 5.700 3,0 10,0 -0,4
2016 7.102 47.162 6.640 3,4 7,7 0,1
2017 7.050 50.429 7.099 3,6 6,2 2,8
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
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Assets
2007 | (EUR min.) 30.212 1.141 1.190 459 2.363 1.163 36.529
Share (%) 82,7 3,1 3,3 1,3 6,5 3,2 100,0
Assets
2008 | (EUR min.) 35.566 1.365 1.178 146 3.603 1.539 43.397
Share (%) 82,0 3,1 2,7 0,3 8,3 3,5 100,0
Assets
2009 | (EUR min.) 36.234 2.033 1.622 162 3.221 1.342 44.614
Share (%) 81,2 4,6 3,6 0,4 7,2 3,0 100,0
Assets
2010 | (EUR min.) 37.695 2.422 2.043 196 2.651 1.510 46.518
Share (%) 81,0 5,2 4,4 0,4 57 3,2 100,0
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Assets
2011 | (EUR mln)) 39.273 2.456 2.351 195 2.457 1.573 48.305
Share (%) 81,3 51 4,9 0,4 51 3,3 100,0
Assets
2012 | (EUR mln.) 42.138 2.712 2.919 205 2.302 1.295 51.572
Share (%) 81,7 5,3 57 0,4 4,5 2,5 100,0
Assets
2013 | (EUR min.) 43.842 2.690 3.488 356 2.260 1.337 53.973
Share (%) 81,2 5,0 6,5 0,7 4,2 2,5 100,0
Assets
2014 | (EUR mln.) 43.529 2.904 4,185 410 2.029 1.405 54.463
Share (%) 79,9 5,3 7,7 0,8 3,7 2,6 100,0
Assets
2015 | (EUR min.) 44.750 3.128 4.803 406 1.969 1.519 56.576
Share (%) 79,1 5,5 8,5 0,7 3,5 2,7 100,0
Assets
2016 | (EUR mln.) 47.087 3.384 5.529 532 2.062 1.553 60.148
Share (%) 78,3 5,6 9,2 0,9 3,4 2,6 100,0
Assets
2017 | (EUR min.) 50.008 3.731 6.515 675 2.273 1.710 64.911
Share (%) 77,0 57 10,0 1,0 3,5 2,6 100,0
2017
2016
2015
W Banks
2014
M Insurance and reinsurance
2013 companies
m Pension funds
2012
B Investment funds
2011
M Leasi i
2010 easing companies
5009 B Other institutions
2008
2007

60%

100%
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BANKING SECTOR

Banking sector size

2012 2013 2014 2015 2016 2017
Total assets (EUR mlIn.) 42.138 43.842 43.529 44.750 47.087 50.008
Total assets as % of GDP 59,2 57,3 63,3 82,1 81,8 71,5
Number of bank employees 23.414 23.835 28.126 28.632 29.147 31.850

50.000

48.000

46.000

44.000

42.000

40.000

38.000
2012

2013

2014

mm Total assets (EUR min.) - left scale

2015

2016

2017

—Total assets as % of GDP - right scale

Market concentration

2012 2013 2014 2015 2016 2017
Number of banks 31 30 28 28 27 27
2‘{§r)age assets perbank (EUR | 4 3593 | 14614 | 15546 | 15982 | 1.744,0 | 1.8522
Market share of the largest
bank (%) 12,6 14,8 13,6 16,3 18,0 18,4
Market share of the three
largest banks (%) 37,9 33,9 33,6 29,7 25,7 42,8
Market share of the five largest 49,5 49,6 52,8 54,0 56,3 55,9
banks (%)
Number of banks with market
share less than 3% 21 20 19 18 17 17
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B Market share of the three largest banks (%)

2017

Ownership structure in 2017

Number of banks

Share in total assets

Banks with majority domestic ownership

5

23,5

Banks with majority foreign ownership

22

76,5

Composition of banks' assets

Cash funds Net loans Fixed assets Goze;‘:(rjr;ent Other assets
Amount
2012 | (EUR min) 4.832,6 31.674,0 1.151,4 3.963,7 249,8
Share (%) 11,5 75,2 2,7 9,4 0,6
Amount
2013 | (EUR min) 4.546,0 33.178,3 1.055,6 3.412,1 2277
Share (%) 10,4 75,7 2,4 7,8 0,5
Amount
2014 | (EUR min)) 4.999,9 32.152,4 1.086,0 4.883,4 182,6
Share (%) 11,5 73,9 2,5 11,2 0,4
Amount
2015 | (EUR min) 9.336,6 27.741,7 1.416,1 5.399,7 213,2
Share (%) 20,9 62,0 3,2 12,1 0,5
Amount
2016 | (EUR min)) 9.286,3 28.682,6 1.037,1 6.609,4 770,4
Share (%) 19,7 60,9 2,2 14,0 1,6
Amount
2017 | (EUR min) 9.974,7 30.524,0 1.076,7 6.929,2 816,1
Share (%) 20,0 61,0 2,2 13,9 1,6
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Share in total assets (%)

80
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2012

M Cash funds

M Net loans

2013

I Fixed assets

2014 2015

B Government bonds

2016

2017

m Other assets

Composition of banks' liabilities

Deposits* Debt certificates Other Total
(including bonds) liabilities
2012 Amount (EURmlIn.) | 34.886,0 230,8 266,0 36.590,9
Share (%) 95,3 0,6 0,7 100,0
2013 Amount (EURmln.) | 36.544,5 255,4 226,3 38.133,3
Share (%) 95,8 0,7 0,6 100,0
2014 Amount (EURmln.) | 36.643,5 218,6 229,2 37.986,9
Share (%) 96,5 0,6 0,6 100,0
2015 Amount (EURmIn.) | 38.026,2 178,8 219,9 38.858,7
Share (%) 97,9 0,5 0,6 100,0
2016 Amount (EURmlIn.) | 40.179,7 181,7 218,7 40.883,7
Share (%) 98,3 0,4 0,5 100,0
2017 Amount (EURmln.) | 42.798,8 170,7 283,8 43.567,7
Share (%) 98,2 0,4 0,7 100,0
* Non-financial corporations and other than non-financial corporations.
100
90
g 80
$ 70
5 60
4;3 50
2 40
= 30
5 20
(%}
10
0 - _— - S S R
2012 2013 2014 2015 2016 2017
H Deposits M Debt certificates (including bonds)  m Other
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Maturity structure of deposits and loans

Short- Long-term Total Short- Long-term
term ] . term Total
. deposits deposits loans
deposits loans
Amount
2012 | (EURmIn) | %6292 15.306,2 | 24.9354 | 6.6487 | 23.202,4 | 29.851,1
Share (%) 38,6 61,4 100,0 22,3 77,7 100,0
Amount
2013 | (EURmin) | 126141 14.560,7 | 27.174,7 | 65644 | 23.4554 | 30.019,8
Share (%) 46,4 53,6 100,0 28,0 78,1 106,1
Amount
2014 | (EURmln) 14.345,6 | 13.578,6 | 27.924,2 | 7.031,6 | 21.177.8 | 28.209,4
Share (%) 51,4 48,6 100,0 24.9 75,1 100,0
Amount | o o390 | 143527 | 31.092,5 | 65450 | 202845 | 26.829,6
2015 | (EUR mln.)
Share (%) 53,8 46,2 100,0 244 75,6 100,0
Amount | 1o 000 | 145840 | 33.1047 | 61794 | 21.0293 | 27.208,7
2016 | (EUR mln.)
Share (%) 56,0 44,1 100,0 22,7 773 100,0
Amount | o1 4944 | 142265 | 35.721,0 | 62698 | 21.9059 | 28.175,7
2017 | (EUR min.)
Share (%) 60,2 39,8 100,0 22,3 77.8 100,0
100
§
£ 80
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T 60
°
g 40
o
o 20
5
=
n 0
2012 2013 2014 2015 2016 2017
B Short-term deposits B Long-term deposits
100
§
»n 80
c
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8
2 40
£
L 2
2
2 0

2012
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M Short-term loans

2014

2015

H Long-term loans
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Currency structure of deposits and loans

Deposits in . Deposits Loans in . Loans in
the local Deposits in other the local Loans in other
in EUR EUR
currency currency currency currency
Amount
17.009,9 4.386,2 2.335,3 10.601,6 18.563,8 685,8
2012 | (EUR mln.)
Share (%) 71,7 18,5 9,8 35,5 62,2 2,3
Amount 40940 | 129604 | 23894 | 126342 | 205077 | 25672
2013 | (EURmIn.)
Share (%) 55,0 38,0 7,0 35,4 57,4 7,2
Amount
2014 | (EUR min.) 11.573,7 12.624,5 2.573,6 13.006,5 20.435,6 2.127,0
Share (%) 43,2 47,2 9,6 36,6 57,5 6,0
Amount
2015 | (EUR min.) 20.538,2 14.042,1 3.432,1 19.757,0 15.986,9 2.325,4
Share (%) 54,0 36,9 9,0 51,9 42,0 6,1
Amount |5, 2008 1142422 | 35598 | 21.0935 | 16.5063 | 2.034.2
2016 | (EUR mln.)
Share (%) 55,7 35,5 8,9 53,2 41,7 5,1
Amount I, co91 | 147369 | 35328 | 222181 | 17.5205 | 1.956,0
2017 | (EUR mln.)
Share (%) 57,3 34,4 8,3 53,3 42,0 4,7
100
gi 80
g 60
c
o 40
% 20
0
2012 2013 2014 2015 2016 2017
B Deposits in the local currency B Deposits in EUR H Deposits in other currency
100
— 80
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T 60
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v 20
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2012

M Loans in the local currency

2013

2014

M Loans in EUR
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Deposits' and loans' rates for households

2012 2013 2014 2015 2016 2017
Deposit rate - less than year 3,8 2,9 1,8 0,8 0,3 0,2
Deposit rate - more than year 57 4,2 2,8 1,6 1,1 0,6
Loan rate - less than year 8,9 8,7 8,0 7,0 5,3 4,5
Loan rate - more than year 7,7 7,2 6,9 6,1 4,9 5,3

10
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2012 2013 2014 2015 2016 2017
B Deposit rate — less than year m Deposit rate — more than year
M Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates for enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 3,2 2,6 1,4 0,7 0,5 0,2
Deposit rate - more than year 5,9 4,6 2,0 1,9 0,7 0,5
Loan rate - less than year 7,7 7,1 6,3 5,0 4,0 3,6
Loan rate - more than year 7,9 8,0 8,9 5,5 4,5 5,5
10
8
S
2 6
©
@
L 4
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=
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0 I I | I 1 -
2012 2013 2014 2015 2016 2017

B Deposit rate — less than year

B Loan rate — less than year
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The basic features of the banking sector

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Non-. Ratio of non-
. . . Total loans | performing .
capital weighted risk | adequacy (EURmIn) | loans (EUR performing to
(EURmIn.) | (EUR mln.) rate (%) min) total loans (%)
2012 4.677,9 24.809,9 15,2 7.955,0 844,8 10,6
2013 4.746,9 19.625,5 16,0 6.594,5 6779 10,3
2014 5.033,4 22.113,4 22,0 5.093,2 479,3 9,4
2015 5.048,4 21.921,7 20,0 5.000,5 425,0 8,5
2016 5.344,5 22.647,5 20,4 5.676,5 357,6 6,3
2017 5.882,3 23.567,4 20,4 5.353,3 289,1 5,4
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total | Liquid assets to short-term
(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 289,8 53 0,2 34,4
2013 299,0 5,6 0,2 53,5
2014 381,6 4,5 0,3 69,7
2015 459,4 7,8 0,3 80,9
2016 645,4 10,4 0,3 84,5
2017 600,3 9,3 0,3 75,8
INSURANCE SECTOR

Legal and institutional framework

Legal framework for insurance sector operations:

Insurance Code,

Law on the Insurance Tax,
Health Insurance Act,
Export Insurance Akt,

Ordinances and regulations of Financial Supervision Commission.

Institutional framework for insurance sector operations:

Ministry of Finance,

Financial Supervision Commission regulates the non-banking financial sector,
Insurance and reinsurance companies and their associations,

Insurance intermediaries.

Total premium income

Nonlife Life Total
2007 EUR (mln.) 649 129 778
Share (%) 83,4 16,6 100
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EUR (mln.) 784 142 926

2008 Share (%) 84,7 15,3 100
Premium growth index 08/07 120,8 110,1 119,0

EUR (mln.) 746 114 860

2009 Share (%) 86,8 13,2 100
Premium growth index 09/08 95,2 80,3 92,9

EUR (mln.) 703 127 830

2010 Share (%) 84,7 15,3 100
Premium growth index 10/09 94,2 111,4 96,5

EUR (mln.) 696 129 825
2011 Share (%) 84,4 15,6 100,0
Premium growth index 11/10 99,0 101,6 99,4

EUR (mln.) 683 137 820
2012 Share (%) 83,3 16,7 100,0
Premium growth index 12/11 98,1 106,2 99 4

EUR (mln.) 728 156 884
2013 Share (%) 82,4 17,6 100,0
Premium growth index 13/12 106,6 113,9 107,8

EUR (mln.) 733 174 907
2014 Share (%) 80,8 19,2 100,0
Premium growth index 14/13 100,7 111,5 102,6
EUR (mln.) 804 200 1.004
2015 Share (%) 80,1 19,9 100,0
Premium growth index 15/14 109,7 1149 110,7
EUR (mln.) 828 219 1.047
2016 Share (%) 79,1 20,9 100,0
Premium growth index 16/15 103,0 109,5 104,3
EUR (mln.) 894 219 1.113
2017 Share (%) 80,3 19,7 100,0
Premium growth index 17/16 108,0 100,0 106,3
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2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

EUR millions

1.000 1.200

 Total
H Life

H Nonlife

Insurance penetration and insurance density

Premium as % of GDP Premium per capita (EUR)

Nonlife 2,1 85

2007 Life 0,4 16
Total 2,5 101

Nonlife 2,2 103

2008 Life 0,4 18
Total 2,6 121

Nonlife 2,1 99

2009 Life 0,3 15
Total 2,5 114

Nonlife 2,0 94

2010 Life 0,4 17
Total 2,3 110

Nonlife 1,8 123

2011 Life 0,3 23
Total 2,1 146

Nonlife 1,7 123

2012 Life 0,4 25
Total 2,1 148
Nonlife 1,8 134

2013 Life 0,4 30
Total 2,2 164

61




Nonlife 1,7 119

2014 Life 0,4 29
Total 2,1 148

Nonlife 1,8 117

2015 Life 0,5 30
Total 2,2 147
Nonlife 1,7 114

2016 Life 0,5 29
Total 2,2 143

Nonlife 1,8 127

2017 Life 0,4 29
Total 2,2 156

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

Insurance penetration (%)

3,0

= Total
M Life

H Nonlife
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2017

2016
2015
2014
2013
 Total
2012 m Life
2011 H Nonlife
2010
2009
2008
2007
0 20 40 60 80 100 120 140 160 180
Insurance density (EUR)
Market concentration
Average Market Market share | Market share | Number of
Number of premium share of | ofthelargest | of the largest | companies
companies per the largest three five with market
p company company companies companies share less
(EUR mln.) (%) (%) (%) than 3%
2016 42 24,9 9,5 27,8 44,4 29
2017 38 29,3 9,3 27,8 44,0 26
2017
= Market share of the largest five
companies
B Market share of the largest
three companies
B Market share of the largest
company
2016

0%

10%

20%

30%

40%

50%
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Total premium per major insurance classes

2016 2017
Insurance class
EUR mln. Share (%) EUR mln. Share (%)
Accident 16,2 1,6 19,5 1,8
Health 22,8 2,2 26,5 2,4
Land motor vehicles 261,7 25,0 289,4 26,0
Railway 3,7 0,4 3,6 0,3
Aircrafts 3,2 0,3 3,1 0,3
Vessels 2,2 0,2 2,0 0,2
Goods in transit 9,3 0,9 10,8 1,0
Fire and natural 124,0 11,8 1354 12,2
disasters
?;:jrraﬂzzperty 15,6 1,5 10,9 1,0
MTPL 317,6 30,3 337,1 30,3
Aircraft liability 2,6 0,3 3,0 0,3
E:Ei;’ift;’essels 0,8 0,1 0,6 0,1
Other liability 20,6 2,0 21,4 1,9
Credit 3,2 0,3 3,0 0,3
Surety 10,0 1,0 8,1 0,7
Miscellaneous
financial losses 49 0.5 1 08
Legal protection 0,0 0,0 0,0 0,0
ﬁ;:lsi;:nce - Other 9,8 0,9 10,8 1,0
NONLIFE 828,1 79,1 894,1 80,3
LIFE 218,9 20,9 219,2 19,7
TOTAL 1.047,0 100,0 1.113,3 100,0
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Share in total premium

- I
o« I

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Accident Health W Land motor vehicles
M Railway M Aircrafts M Vessels
B Goods in transit B Fire and natural disasters B Other property insurance
B MTPL Aircraft liability B Use of vessels liability
Other liability Credit B Surety
B Miscellaneous financial losses W Legal protection B Assistance - other nonlife
H Life
Insurance companies
Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife Life Total Nonlife | Life Total 2017 (%)
BULSTRAD Vi
1 | BULSTRAD Vienna 97,5 . 975 | 1053 | - 105,3 9,5
Insurance Group
2 LEV INS 99,9 - 99,9 104,7 - 104,7 9,4
3 ARMEEC 93,2 - 93,2 99,6 - 99,6 8,9
4 DZI - General insurance 86,5 - 86,5 96,5 - 96,5 8,7
5 Allianz Bulgaria 83,4 - 83,4 87,9 - 87,9 7,9
6 Generali Insurance 71,3 - 71,3 77,1 - 77,1 6,9
7 Euroins 59,9 - 59,9 73,6 - 73,6 6,6
8 BUL INS 66,7 - 66,7 59,1 - 59,1 53
9 OZK Insurance 39,9 - 39,9 53,1 - 53,1 4.8
ALLIANZ BULGARIA
10 - 57,5 57,5 - 51,4 51,4 4,6
LIFE
BULSTRAD LIFE
11 VIENNA INSURANCE - 38,4 38,4 - 44,7 44,7 4,0
GROUP
12 UNIQA LIFE - 32,2 32,2 - 39,3 39,3 3,5
DallBogg:Zhivot i
13 Zdrave EAD 35,0 - 35,0 31,6 - 31,6 2,8
14 UNIQA Insurance 28,6 28,6 29,9 29,9 2,7
15 DZI LIFE INSURANCE - 24,7 24,7 - 26,4 26,4 2,4
16 Energia 22,5 22,5 23,4 23,4 2,1
UBB-METLIFE LIFE
17 INSURANCE COMPANY - 22,6 22,6 - 22,4 22,4 2,0
GRAWE BULGARIA
18 LIFE INSURANCE - 14,7 14,7 - 16,1 16,1 1,4
19 Asset insurance 7,4 - 7,4 10,5 - 10,5 0,9
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20 Groupama Insurance 6,3 - 6,3 9,5 - 9,5 0,9
21 SOGELIFE BULGARIA - 7,9 7,9 - 8,4 8,4 0,8
22 OZOF DOVERIE - - 0,0 7,7 - 7,7 0,7
23 ZAD Bulgaria - - 0,0 7,4 - 7,4 0,7
24 EIG-Re 1,8 - 1,8 6,1 - 6,1 0,6
GROUPAMA LIFE
25 | INSURANCE COMPANY ) 51 51 ’ 52 52 0.5
26 Bulgarian Export 29 ) 29 27 i 27 0.2
Insurance Agency
27 FI Health Insurance AD 1,7 - 1,7 2,3 - 2,3 0,2
LIFE INSURANCE
28 | COMPANY SAGLASIE ) 24 24 ’ 23 23 0.2
29 Nova Ins 2,4 2,4 2,1 2,1 0,2
30 CCB LIFE - 1,9 1,9 - 1,5 1,5 0,1
31 Medico - 21 - - - 1,1 - 1,1 0,1
39 Zdra.lvn0051gur1te1en ) ) i 0.9 i 0.9 01
Institute
ZOK - Health
g3 | OZOK-Healt 0,8 i 0,8 0,9 - 0,9 0,1
Insurance AD
EUROINS LIFE
34 INSURANCE - 0,9 0,9 - 0,9 0,9 0,1
Evropejska
35 Zdravnoosiguritelna - - - 0,7 - 0,7 0,1
kasa
36 JZ1 - 0,7 0,7 0,7 0,7 0,1
37 Saglasie Insurance - - - 0,5 - 0,5 0,0
38 Euroamerican - - - 0,0 - 0,0 0,0
39 Insuraflce Company 59 ) 59 i i ) 0,0
Bulgaria AD
United Health
40 Insurance Fund 5,2 - 5,2 - - - 0,0
Doverie Insurance AD
41 Insurance company 46 ) 46 ) ) ) 0.0
Hope
42 Tokuda Health 15 ) 15 i i ) 0.0
Insurance
Insurance Company
43 1,1 - 1,1 - - - 0,0
Medico - 21
44 "He.alth 'I'nsurance 0.9 ) 0.9 i i ) 0.0
Institute" JSC
ZAD E Health
45 uropean Healt 0.7 ) 0.7 i i ) 0.0
Insurance Fund
46 Saglasie Insurance 0,2 - 0,2 - - - 0,0
Euroins- Health
4 1 - 1 - - -
7 Insurance ZEAD 0. 0, 0,0
INSURANCE COMPANY
48 0,0 - 0,0 - - - 0,0
EUROAMERICAN JSC
49 SyVZK - 9,9 9,9 - - - 0,0
Total 828,1 218,9 | 1.047,0 | 894,1 | 219,2 | 1.113,3 100,0
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Nonlife

Nonlife
0 200 400 600 800 1.000 1.200
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M BULSTRAD Vienna Insurance Group W LEV INS
B ARMEEC B DZI - General insurance
M Allianz Bulgaria B Generali Insurance
M Euroins H BULINS
B OZK Insurance B ALLIANZ BULGARIA LIFE
B BULSTRAD LIFE VIENNA INSURANCE GROUP B UNIQA LIFE
B DallBogg:Zhivot i Zdrave EAD H UNIQA Insurance
m DZI LIFE INSURANCE B Energia
B UBB-METLIFE LIFE INSURANCE COMPANY B GRAWE BULGARIA LIFE INSURANCE
B Asset insurance B Groupama Insurance
W SOGELIFE BULGARIA B OZOF DOVERIE
B ZAD Bulgaria M EIG-Re
B GROUPAMA LIFE INSURANCE COMPANY B Bulgarian Export Insurance Agency
Fl Health Insurance AD M LIFE INSURANCE COMPANY SAGLASIE
® Nova Ins CCB LIFE
M Medico - 21 M Zdravnoosiguritelen Institute
0ZOK — Health Insurance AD B EUROINS LIFE INSURANCE
Evropejska Zdravnoosiguritelna kasa JzI
Saglasie Insurance Euroamerican
Insurance Company Bulgaria AD United Health Insurance Fund Doverie Insurance AD
Insurance company Hope Tokuda Health Insurance
Insurance Company Medico - 21 "Health Insurance Institute" JSC
ZAD European Health Insurance Fund Saglasie Insurance
Euroins— Health Insurance ZEAD INSURANCE COMPANY EUROAMERICAN JSC

SyVzK

OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds®é

The Financial Supervision Commission (FSC) is the authority supervising pension funds'
activities in Bulgaria.

Bulgaria has adopted the World Bank 3-pillar model. Supplementary pension insurance is
implemented by participation in mandatory universal and/or professional pension funds,
supplementary voluntary pension funds and/or supplementary voluntary pension funds with
occupational schemes, which are established and managed by pension insurance companies
(PICs) licensed by FSC.

6 Data from the Financial Supervision Commission (https://www.fsc.bg/en/markets/social-insurance-
market/statistics/statistics-and-analysis/2017/).
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Supplementary voluntary pension insurance is implemented in supplementary voluntary

pension funds (VPF) and in supplementary voluntary pension funds with occupational schemes
(VPFOS).

Number of pension funds

At the end of 2017 the structure of the pension insurance market remains unchanged compared
to the previous year in terms of the number of licensed pension companies (9) and the number

of pension funds (28). From that number there was nine supplementary VPF and one
supplementary VPFOS.

Pension funds' membership

Number of members
31.12.2016. 31.12.2017.
VPF 601.144 614.761
VPFOS 7.257 7.788
Total 608.401 622.549
Pension funds' net assets
EUR mln.
31.12.2016. 31.12.2017.
VPF 465,5 539,7
VPFOS 6,0 7,2
Total 471,5 546,9
VPFs' net assets dynamics (%)
50 45,3 45,5
40
S
T 30
o
£
o 20
O
N
wv
10 -
03 12 01
0 - T
31.12.2016. 31.12.2017.
B VPF "DOVERIE" B VPF "SAGLASIE"
m VPF "DSK - RODINA" W VPF "ALLIANZ BULGARIA"
H "NN" VPF = VPF "CCB - SILA"
VPF "FUTURE" VPF "TOPLINA"
VPF "PENSIONNOOSIGURITELEN INSTITUT"

68




Investment portfolio of VPF on 31.12.2017.

Bank deposits Investment property
1,4% 3,4%

Shares, rights and
units
39,9%

Debt securities,
issued or
guaranteed by EU
member-
states,other states
or by their central
banks

0,
Mortgage bonds 40,7%

0,0%
Corporate bonds

14,6%

Investment portfolio of VPFOS on 31.12.2017.

Shares, rights and
units
35,4%

Debt securities,

issued or
guaranteed by EU
member-
Corporate bonds states,other states
17% or by their central
’ banks...
Investment funds’
Assets managed by investment fund type
EUR mln.
Fund type
31.12.2016. 31.12.2017.
Non-resident investment funds 925,9 1.152,3
Resident investment funds 532,2 674,6
Equity funds 203,3 271,9
Bond funds 223,3 265,6
Mixed funds 104,8 136,1
Real estate and other funds 0,8 1,0
Total 1.458,1 1.826,9

7 Data from the Bulgarian National Bank (http://www.bnb.bg/Statistics/StOtherFinanciallnstitutions/
StinvestmentFunds/index.htm).
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Assets by instrument

EUR ths.
Instrument

31.12.2016. 31.12.2017.
Cash 164,9 57,4
Deposits 141.964,8 153.402,7
Securities other than shares 133.791,6 162.066,5
Shares and other equity 191.085,5 272.972,6
Investment fund shares/units 59.527,0 78.334,7
Non-financial assets 2,0 1,5
Financial derivatives 550,7 436,4
Other assets 5.134,2 7.292,7
Total 532.220,8 674.564,6
Number of reporting institutions 113 122
Investment funds’ portfolio structure

1,1%
W Deposits

M Securities other than shares
Shares and other equity
B Investment fund shares/units

m Other assets

Leasing companies8

Assets and liabilities of leasing companies

EUR mln.
31.12.2016. 31.12.2017.

Assets 2.061,8 2.272,5
Loans 1.782,3 1.941,0
Shares and other equity 6,3 7,0
Other assets 273,3 324,5
Liabilities 2.061,8 2.272,5
Loans 1.529,9 1.708,4

8 Data from the Bulgarian National Bank (http://www.bnb.bg/Statistics/StOtherFinanciallnstitutions/

StLeasingCompanies/index.htm).
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Up to one year 450,1 4171

Over one year 1.079,8 1.291,2
Debt securities issued 15,0 16,5
Other liabilities 250,2 252,3
Total equity 266,7 295,4

Capital 117,0 136,8

Financial result 57,6 28,9
Number of reporting agents 42 47
Leasing companies’ asset structure on 31.12.2017.

0,3%
B Loans

B Shares and other equity

M Other assets

Leasing companies’ portfolio structure

31.12.2016. 31.12.2017.
EUR mlin. Share (%) EUR min. Share (%)
Financial lease 1.633 96,3 1.751 95,0
Operational lease 62 3,7 92 5,0
TOTAL 1.695 100,0 1.843 100,0

Value of leasing companies’ active contracts by leased/lent assets

31.12.2016. (EUR mln.)

31.12.2017. (EUR mln.)

Financial | Operational Financial | Operational
Total Total
lease lease lease lease
Machinery and 337,5 11 3386 | 3363 0,4 336,7
industrial equipment
Compl?ters and other 6.7 0.0 67 58 0.0 58
IT equipment
Transportand - 556,9 10,2 567,1 | 5784 12,2 590,6
commercial vehicles
Cars 510,5 44,4 554,9 621,7 58,6 680,3
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Real estate 169,0 6,2 175,2 151,1 6,1 157,2
Other 52,1 0,0 52,1 57,8 14,7 72,5
Total 1.632,7 61,9 1.694,6 | 1.751,2 92,0 1.843,1
Financial leases by sectors and main industry
EUR mln.
31.12.2016. | 31.12.2017.
Non-financial corporations 1.487,6 1.535,8
Agriculture, hunting, fishing, forestry 148,1 140,8
Mining and quarrying 11,4 10,4
Manufacturing 159,4 188,2
Electricity, gas and water supply 37,7 42,4
Construction 92,5 98,5
Trade and repair of motor vehicles, motorcycles; personal
and householl)d goods appliances ’ ’ 319,0 338,6
Hotels and restaurants 29,3 30,9
Transport, storage and communication 376,3 423,9
Real estate, renting and other business activities 125,6 157,1
Education 0,7 0,8
Health and social work 11,6 11,1
Other utilities, social and personal services 175,9 93,1
Monetary financial institutions 0,9 1,0
Other financial corporations 3,8 6,0
General government 0,7 0,4
Households and NPISHs 139,7 208,0
Resident sector 1.632,6 1.751,1
Non-resident sector 0,1 0,0
Total 1.632,7 1.751,2
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CROATIA

Report for Croatia has been done on the basis of official reports of Croatian National Bank,
Croatian Financial Services Supervisory Agency, Croatian Insurance Bureau, Croatian Bureau of
Statistics and other relevant institutions. All conversions from the national currency HRK to EUR
have been made at official Midpoint Exchange Rate of the Croatian National Bank for
appropriate year.

MACROECONOMIC INDICATORS
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2008 4.310 48.144 11.168 2,0 13,2 717 6,1
2009 4.303 45.148 10.484 7,3 14,9 724 2,4
2010 4.290 45.173 10.515 -1,5 17,4 733 1,1
2011 4.281 44.854 10.473 -0,3 17,8 732 2,3
2012 4.268 44.008 10.309 2,3 18,9 729 3,4
2013 4.256 43.808 10.298 -0,5 20,2 728 2,2
2014 4.238 43.456 10.259 0,1 19,6 725 -0,2
2015 4.204 44.630 10.606 2,4 17,0 750 -0,5
2016 4.174 46.664 11.161 3,5 14,8 755 1,1
2017 4125 49.013 11.880 2,9 11,2 802 1,1
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
= (%) %) n
[} o ge)
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Assets 49.379 | 3.630 - 129 | 1.609 | 4.788 - 59.535
Share (%) | 82,9 6,1 - 0,2 2,7 8,0 - 100,0
Assets | 51836 | 3.950 - 185 | 1.899 | 4.608 - 62.478
Share (%) | 83,0 6,3 - 0,3 3,0 7,4 - 100,0
Assets
54.540 | 4.135 - 242 | 2.140 | 3.978 - 65.035
2010 | (EUR mln.)
Share (%) | 83,9 6,4 - 0,4 3,3 6,1 - 100,0
Assets 54.802 | 4.304 | 5524 | 265 | 1.830 | 3.482 | 1.054 | 71.260
2011 | (EUR mIn.)
Share (%) | 769 6,0 7,8 0,4 2,6 4,9 1,5 100,0
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Assets 53.244 | 4.536 6.802 | 323 | 1.941 | 2.958 991 70.796
2012 | (EURmIn.)

Share (%) | 752 | 64 96 | 05 | 28 | 42 14 | 1000

Assets | 55243 | 4674 | 7.690 | 357 | 1.998 | 3.034 | 998 | 71.994
2013 | (EUR mln.)

Share (%) | 74,0 6,5 10,7 | 05 2,8 4,2 14 100,0

Assets | 51887 | 4908 | 8.687 | 426 | 2017 | 2509 | 1.018 | 71.452
2014 | (EURmIn.)

Share (%) | 72,6 6,9 12,2 0,6 2,8 3,5 14 100,0

Assets 52.137 | 4.980 9.725 | 490 | 2.184 | 2.318 1.021 72.856
2015 | (EUR mln.)

Share (%) 71,6 6,8 13,3 0,7 3,0 3,2 1,4 100,0

Assets 51974 | 5.265 | 10.775| 539 | 2.624 | 2.453 1.026 74.658
2016 | (EUR mln.)

Share (%) | 69,6 7,1 144 | 07 | 35 33 14 100,0

Assets | 55453 | 5472 |12.322 | 636 | 3.065 | 2.433 | 1478 | 77.859
2017 | (EUR mln.)

Share (%) 67,4 7,0 15,8 0,8 3,9 3,1 1,9 100,0
2017
2016 B Banks
2015 M Insurance and reinsurance
companies
2014 = Mandatory pensions funds
2013 .
B Voluntary pension funds
2012
H Investment funds
2011
W Leasing companies
2010
5009 1 Housing saving banks and
others
2008
60% 70% 80% 90% 100%
BANKING SECTOR

Legal and institutional framework

Credit Institutions Act (OG 159/2013, 19/2015, 102/2015 and 15/2018) regulates banking
sector. The sector is dominated by banks. Bank assets represents 98% of total assets of credit
institutions. The rest (2%) belongs to housing savings banks. The Croatian National Bank’s
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(CNB) monetary policy framework is based on maintaining the stability of the nominal exchange
rate of the kuna against the euro. A stable exchange rate of the kuna against the euro constitutes
the so-called nominal anchor of monetary policy by which the CNB stabilizes inflationary
expectations and, ultimately, inflation itself. The supervision of credit institutions and credit
unions in Croatia is exercised by the CNB. The function of supervision and oversight of credit
institutions and credit unions is organized within the Prudential Regulation and Supervision
Area.

Basel II was introduced in 2010. In 2014, it was replaced by Basel III (CRD IV/CRR).
Implementation of the Basel IIl in the Croatian legislation began in 2013 with the adoption of the
new Credit Institutions Act transposing CRD IV (Directive 2013/36/EU), following the accession
of the Republic of Croatia to the European Union. The Credit Institutions Act entered into force
on 1 January 2014, at the same time as the Capital Requirements Regulation (Regulation (EU) No
575/2013), directly applicable to credit institutions and investment firms. The Government and
the CNB have started the activities for Euro adoption processCroatia has reached a relatively
high degree of real convergence, it has maintained low inflation and a stable exchange rate for
over two decades, while, recently, it has also noticeably improved its budget balance and
reduced public debt. Responsible economic policy of the Government of the Republic of Croatia
and the CNB will ensure the continuation of the existing positive trends. As a result, all the
conditions for euro adoption might be met in the near future. Croatia will thus fulfil the
obligation of introducing the common currency that was undertaken upon accession to the
European Union.

The first formal step towards the adoption of the euro is joining the Exchange Rate Mechanism
(ERM II). The support of Eurozone Member States and EU institutions is key in this process. Each
Member State must participate in the Exchange Rate Mechanism for at least two years prior to
the adoption of the euro, thus reflecting it is capable of functioning under the conditions of a
stable exchange rate against the euro. The conditions for joining the mechanism are not defined
in a straightforward manner. The support of the Eurozone Member States and EU institutions
depends on their assessment of the economic situation in the candidate country, primarily on
the degree of its convergence and macroeconomic stability, and on the political will for further
expansion of the monetary union.

Structural reforms are key for attaining higher rates of potential economic growth. Productivity
growth is the key precondition for achieving a balanced and sustainable economic growth in the
long run. The rates of Croatia’s productivity growth are not sufficient to enable rapid
convergence towards income levels prevailing in advanced economies of the Eurozone. In this
context, the Government will continue implementing comprehensive measures directed at
improving the business environment, alleviating the tax burden and increasing public sector
efficiency.

Future changes will be the result of the EU regulations changes of the CRR/CRD regulatory
package. EU ambassadors in February 2019 have endorsed full package of risk reduction
measures that represent a more robust framework to regulate and supervise banks aimed at
reducing risks in the EU banking sector. The package agreed by the Council and the Parliament
comprises two regulations and two directives, relating to:
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- bank capital requirements (amendments to regulation 575/2013 and directive

2013/36/EU);

- the recovery and resolution of banks in difficulty (amendments to directive 2014/59/EU
and regulation 806/2014). This concludes a negotiating process that began in November

2016.

Banking sector size®

2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 53.000 52.092 51.588 51.525 51.433 52.083
Total assets as % of GDP 120,4 118,9 118,7 115,4 110,2 106,3
Number of bank employees 21.639 20.982 20.717 20.362 20.047 19.926
53.500 125
53.000 120
52.500 115
52.000 110
51.500 105
51.000 I I 100
50.500 95
2012 2013 2014 2015 2016 2017
I Total assets (EUR min.) - left scale e Total assets as % of GDP - right scale
Market concentration
2012 2013 2014 2015 2016 2017
Number of banks 31 30 28 28 26 25
Average assets per bank 1.710 1.736 1.842 1.840 1.978 2.083
(EUR min.)
Market share of the largest
bank (%) 26,0 26,9 25,9 26,9 27,0 26,1
Market share of the three
largest banks (%) 58,0 58,5 58,6 59,7 60,1 60,1
Market share of the five
largest banks (%) 75,6 74,4 73,9 74,5 75,2 75,0
Number of banks with
market share less than 3% 23 22 20 20 18 17

% From thispoint onwards, data refer to banks (housing saving banks are not included).
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Ownership structure in 2017

Number of banks Share in total assets (%)
Banks with majority domestic ownership 10 9,9
- central government 3 6,1
- other domestic entities 7 3,7
Banks with majority foreign ownership 15 90,1
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Number of banks Share in total assets (%)

B Banks with majority domestic ownership B Banks with majority foreign ownership
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Composition of banks’ assets

Cash Net Fixed Government Other
funds loans assets bonds assets
2012 Amount (EUR mln.) 853 35.513 741 2.276 13.618
Share (%) 1,6 67,0 1,4 4,3 25,7
2013 Amount (EUR mln.) 834 34.542 759 2.156 13.801
Share (%) 1,6 66,3 1,5 4,1 26,5
2014 Amount (EUR min.) 844 33,04 755 2.817 14.132
Share (%) 1,6 64,0 1,5 5,5 27,4
2015 Amount (EUR min.) 955 32.344 787 3.265 14.174
Share (%) 1,9 62,8 1,5 6,3 27,5
2016 Amount (EUR mln.) 1.020 31.220 731 4.567 13.896
Share (%) 2,0 60,7 1,4 8,9 27,0
2017 Amount (EUR mln.) 1.123 30.168 707 4.720 15.365
Share (%) 2,2 57,9 1,4 9,1 29,5
80
70
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S
2 50
© 40
S
'5 30
2
20
10
0
2012 2013 2014 2015 2016 2017

M Cash funds

H Net loans

Composition of banks’ liabilities

M Fixed assets

B Government bonds

B Other assets

Households Interbank Interbank
and Government | borrowing, borrowing, Other
corporation deposits foreign domestic liabilities
deposits banks* banks*
Amount
2012 | (EUR min.) 28.976 1.066 7.555 590 7.209
Share (%) 63,8 2,4 16,6 1,3 15,9
Amount
2013 | (EUR min.) 29.949 982 6.879 390 6.626
Share (%) 66,8 2,2 15,4 09 14,8
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Amount

2014 | (EUR mln.) 30.555 1.130 5.901 300 6.456
Share (%) 68,9 2,6 133 0,7 14,6
Amount

2015 | (EURmIn) | 3204 1,146 3.622 302 7.256
Share (%) 72,6 2,6 81 07 16,1
Amount

2016 | (EUR mln.) 34.025 1.273 1.653 265 6.959
Share (%) 77,0 29 3,7 0,6 15,3
Amount

2017 | (EUR min.) 34.743 1.507 1.152 337 6.601
Share (%) 78,4 3,4 2,6 0,8 14,9

*Includes received loans and deposits.
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2012 2013 2014 2015 2016 2017
W Households and corporation deposits B Government deposits
Interbank borrowing, foreign banks M Interbank borrowing, domestic banks
B Other liabilities
Maturity structure of deposits and loans
Short- Long- Total Short- Long- Total
term term devosits term term loans
deposits | deposits P loans loans
Amount (BUR |, 507 | 11850 | 36.557 5.652 31.972 | 37.625
2012 mln.)
Share (%) 67,6 32,4 100,0 15,0 85,0 100,0
Amount (BUR | 189 | 12839 | 37.028 5.484 32.076 | 37.560
2013 mln.)
Share (%) 65,3 34,7 100,0 14,6 85,4 100,0
Amount (EUR |55 431 | 43909 | 37.339 5.317 31.220 | 36.537
2014 mln.)
Share (%) 62,7 37,3 100,0 14,6 85,4 100,0
Amount (EUR |, coo | 13873 | 38535 | 5025 | 31.047 | 36.073
2015 min.)
Share (%) 64,0 36,0 100,0 13,9 86,1 100,0
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Amount (EUR |, - 5 - 12.708 | 39.073 5.434 29.126 | 34.560

2016 min.)
Share (%) 67,5 32,5 100,0 15,7 84,3 100,0
Amount (EUR |, 5 11207 | 39.627 4.638 28.084 | 32.722

2017 mln.)
Share (%) 71,7 283 100,0 14,2 85,8 100,0

Note: There are no requirements regarding maturity between deposits and loans.

Share in total (%)

Share in total (%)
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B Short-term deposits

B Long-term deposits

0

2017

2012 2013 2014 2015 2016 2017
B Short-term loans ~ ® Long-term loans
Currency structure of deposits and loans
D.ep051ts . Deposits Loans in . Loans in
in the Deposits in other the local Loans in other
local in EUR EUR
currency | currency currency
currency
Amount (BUR | 11 733 | 51 157 3.672 8.924 22.682 3.907
2012 mln.)
Share (%) 32,1 57,9 10,0 25,1 63,9 11,0
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Amount (EUR | 15 570 | 27 499 3.258 8.775 22.483 3.284
2013 min.)
Share (%) 33,1 58,1 8,8 25,4 65,1 9,5
Amount (EUR | 15 10 | 99 450 3.371 8.549 21.457 3.034
2014 mln.)
Share (%) 33,5 57,4 9,0 25,9 64,9 9,2
Amount (EUR | ;5 46 22.598 2.930 9.142 20.611 2.592
2015 mln.)
Share (%) 33,8 58,6 7.6 28,3 63,7 8,0
Amount (EUR |1 644 | 22110 2.919 10.734 | 17.996 3.919
2016 mln.)
Share (%) 35,9 56,6 75 32,1 59,2 8,7
Amount (EUR |15 500 | 21128 2.699 11.700 | 18.115 353
2017 mln.)
Share (%) 39,9 53,3 6,8 38,8 60,0 1,2
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Deposits' and loans' rates - households

2012 2013 2014 2015 2016 2017
Deposit rate - less than year 2,5 1,9 1,4 1,0 0,5 0,2
Deposit rate - more than year 3,9 3,4 3,0 2,5 1,8 1,3
Loan rate - less than year 10,3 10,0 9,3 8,5 8,0 7,3
Loan rate - more than year 7,4 7,3 6,7 6,5 6,5 6,0
12
10
X 8
2
©
- 6
3
3
£ 4
2
0
2012 2013 2014 2015 2016
B Deposit rate — less than year M Deposit rate — more than year
1 Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates - enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 1,4 1,2 0,7 0,5 0,2 0,1
Deposit rate - more than year 49 2,9 2,3 2,0 1,6 1,1
Loan rate - less than year 7,0 6,3 6,2 5,5 4,6 3,9
Loan rate - more than year 57 54 5,2 4,9 4,5 3,9
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interest rate (%)

2012

2013

2014

M Deposit rate — less than year

1 Loan rate — less than year

2015

B Deposit rate — more than year

H Loan rate — more than year

The basic features of the banking sector

Stable capitalization*

Lower capital of loan-portfolio

Total . Non- Ratio of non-
Regulatory . Capital . .
capital Welghted adequacy Total loans | performing | performing to
(EUR min.) risk (EUR rate (%) (EURmIn.) | loans (EUR total loans
min.) mln.) (%)
2012 7.395,0 35.400,0 20,9 37.625,0 5.241,0 13,9
2013 6.990,0 33.227,0 21,0 37.560,0 5.895,0 15,7
2014 7.020,0 32.234,0 21,8 36.537,0 6.233,0 17,1
2015 6.669,0 31.936,0 20,9 36.073,0 6.007,0 16,7
2016 6.956,0 30.336,0 22,9 34.560,0 4.769,0 13,8
2017 7.139,0 30.063,0 23,8 32.722,0 3.713,0 11,4
Positive financial performance Satisfactory liquidity
Net profit/loss Return on equity Liquid*** to total Liquid asse‘Fs*** t_o
(EUR million) (%)** assets (%) shlort_-Fe.rm financial
liabilities**** (%)
2012 356,0 4,8 15,0 23,5
2013 63,0 0,8 15,4 23,6
2014 200,0 2,8 17,8 28,1
2015 -605,0 -8,8 19,7 32,7
2016 666,0 9,6 23,2 33,6
2017 446,0 59 22,5 32,6

* Basel Il up to 2013, CRR/CRDIV since 2014.
** ROAE (Return on Average Equity).
*** Up to 2016 liquid assets means readily marketable assets i.e. liquid assets available to banks that may
be turned into cash within four working days and with no significant losses. Since 2017 liquid assets

means HQLA.

w44k Short term financial liabilities are all liabilities with remaining maturity shorter than a year.
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INSURANCE SECTOR

Legal framework

Legal framework for insurance sector operations:

Insurance Act (Official Gazette 151/05,87/08,82/09,54/13194/14,30/15,112/18),
Act on Compulsory Insurance within the Transport Sector (Official Gazette 151/05,
36/09,75/09,76/13 and 152/14),

Act on the Croatian Financial Services Supervisory Agency (Official Gazette 140/05,
12/12),

Compulsory Health Insurance Act (Official Gazette 150/08, 94/09, 153/09, 71/10,
139/10,49/11, 22/12,57/12,123/12,80/13 and 137/13),

Voluntary Health Insurance Act(Official Gazette 85/06, 150/08, 71/10),

Civil Obligations Act (Official Gazette 35/05,41/08,125/11, 78/15).

Legal framework has been adjusted to Solvency Il regulatory framework.

Institutional framework

Institutional framework for insurance sector operations:

Ministry of Finance,

Croatian Agency for Supervision of Financial Services,
Croatian Insurance Bureau,

Insurance companies,

Reinsurance companies,

Insurance intermediaries,

Insurance agents,

Insurers’ Association of the Croatian Chamber of Economy.

Minimal amount of share capital

Type of insurer EUR mln.
All nonlife classes 3,79
Particular nonlife classes 2,56
Life 3,79
Reinsurance 3,69

According to the Insurance Law insurance business operations are strongly separated from
reinsurance business operations. Nonlife business should be separated from life business.

Total premium income

Nonlife Life Total

2007 EUR (mln.) 897 338 1.235

Share (%) 72,6 27,4 100,0

EUR (mln.) 973 347 1.320

2008 Share (%) 73,7 26,3 100,0

Premium growth index 08/07 108,5 102,7 106,9

EUR (mln.) 943 339 1.282

2009 Share (%) 73,6 26,4 100,0
Premium growth index 09/08 96,9 97,7 97,1
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EUR (mln.) 932 337 1.269
2010 Share (%) 73,4 26,6 100,0
Premium growth index 10/09 98,8 99,4 99,0
EUR (mln.) 882 319 1.201
2011 Share (%) 73,4 26,6 100,0
Premium growth index 11/10 94,6 94,7 94,6
EUR (mln.) 864 323 1.187
2012 Share (%) 72,8 27,2 100,0
Premium growth index 12/11 98,0 101,3 98,8
EUR (mln.) 859 333 1.192
2013 Share (%) 72,1 27,9 100,0
Premium growth index 13/12 99,4 103,1 100,4
EUR (mln.) 778 346 1.125
2014 Share (%) 69,2 30,8 100,0
Premium growth index 14/13 90,6 103,9 94,4
EUR (mln.) 760 385 1.146
2015 Share (%) 66,3 33,6 100,0
Premium growth index 15/14 97,7 111,3 101,9
EUR (mln.) 776 388 1.164
2016 Share (%) 66,7 33,3 100,0
Premium growth index 16/15 102,1 100,8 101,6
EUR (mln.) 820 394 1.214
2017 Share (%) 67,5 32,5 100,0
Premium growth index 17/16 104,7 100,7 103,4
2017
2016
2015
2014
2013
2012 ™ Total
H Life
2011
H Nonlife
2010
2009
2008
2007
200 400 600 800 1.000 1.200 1.400
EUR millions
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Insurance penetration and insurance density

Premium as % of GDP Premium per capita (EUR)

Nonlife 2,04 202

2007 Life 0,77 76
Total 2,81 278

Nonlife 2,05 219

2008 Life 0,73 78
Total 2,79 297

Nonlife 2,09 213

2009 Life 0,75 76
Total 2,84 289

Nonlife 2,06 211

2010 Life 0,75 76
Total 2,81 287

Nonlife 2,01 206

2011 Life 0,73 75
Total 2,74 281

Nonlife 1,99 203

2012 Life 0,74 76
Total 2,73 278

Nonlife 1,97 202

2013 Life 0,77 78
Total 2,74 280

Nonlife 1,79 183

2014 Life 0,80 82
Total 2,58 265

Nonlife 1,71 180

2015 Life 0,87 91
Total 2,57 271

Nonlife 1,67 186

2016 Life 0,84 93
Total 2,51 279

Nonlife 1,68 199

2017 Life 0,81 96
Total 2,49 294
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Market concentration

Average Market Market Market Number of Number of
premium share of | share of the share of the | companies (direct)
Number of per the largest lareest five | with Ir)narket employees
companies | company largest three co ri anies share less in the
(EUR company | companies (13/) than 3% insurance
min.) (%) (%) 0 0 sector
2007 23 53,7 34,2 - 69,2 12 -
2008 25 52,8 33,5 - 68,9 16 -
2009 27 47,5 32,2 - 66,5 17 -
2010 25 50,8 31,4 52,8 65,3 15 -
2011 26 46,2 30,5 52,7 64,6 16 11.288
2012 27 44,0 30,0 52,8 64,3 17 11.616
2013 26 45,9 28,9 52,6 65,6 15 11.533
2014 25 45,0 26,6 51,0 65,2 13 11.422
2015 24 47,8 26,5 49,5 63,4 13 10.301
2016 22 52,9 25,9 48,3 61,3 12 9.299
2017 20 60,7 28,9 51,7 64,5 12 8.723
2017
2016
2015
2014
1 Market share of the largest
2013 five companies
B Market share of the largest
2012 three companies
2011 B Market share of the largest
company
2010
2009
2008
2007
0% 20% 40% 60% 80%
Ownership structure in 2017
Nonlife Life Composite | Reinsurance Total
Number of companies 5 7 8 0 20
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Total premium per major insurance classes

2016 2017
Insurance class
EUR mln. Share (%) EUR mln. Share (%)
Accident 63,1 54 61,1 5,0
Health 54,3 4,7 65,4 54
Land motor vehicles 106,8 9,2 118,5 9,8
Railway 0,6 0,1 1,1 0,1
Aircrafts 1,4 0,1 1,3 0,1
Vessels 18,8 1,6 19,9 1,6
Goods in transit 4,5 0,4 4,4 0,4
Fl.re and natural 76.5 6.6 82.7 6.8
disasters
?;:jrraﬂzzperty 78,0 6,7 79,3 6,5
MTPL 271,3 23,3 274,7 22,6
Aircraft liability 1,0 0,1 0,7 01
E:Ei;’ift;’essels 5,8 0,5 5,1 0,4
Other liability 46,0 4,0 49,9 4,1
Credit 20,2 1,7 26,1 2,2
Surety 0,8 0,1 1,0 0,1
Miscellaneous
financial losses 16,2 14 153 13
Legal protection 0,5 0,0 0,6 0,1
ﬁ;:ﬁ;:me - other 10,3 0,9 12,7 1,1
NONLIFE 776,0 66,7 819,8 67,5
LIFE 387,6 33,3 394,2 32,5
TOTAL 1.163,6 100,0 1.213,9 100,0
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2017

2016

Share in total premium

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Accident M Health M Land motor vehicles
M Railway M Aircrafts M Vessels
B Goods in transit B Fire and natural disasters 1 Other property insurance
B MTPL m Aircraft liability m Use of vessels liability
m Other liability m Credit Surety
m Miscellaneous financial losses ™ Legal protection Assistance — other nonlife
Life
Insurance companies
Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife Life Total Nonlife Life Total 2017 (%)
1 Croatia osiguranje 230,5 70,8 301,3 255,2 71,5 326,7 26,9
2 Allianz Zagreb 76,5 71,7 148,2 82,4 71,2 153,6 12,7
3 | Buroherc 111,9 0,0 111,9 122,7 0,0 122,7 10,1
osiguranje
4 | Jadransko 72,8 0,0 72,8 79,5 0,0 79,5 6,6
osiguranje
5 w(}e“er osiguranje | 397 38,8 78,5 41,5 38,0 79,5 6,5
6 | Generalil 366 | 298 66,4 40,5 35,6 76,1 6,3
osiguranje
7 Uniqa osiguranje 45,4 30,9 76,3 48,3 26,8 75,1 6,2
8 Grawe Hrvatska 17,3 33,7 51,0 18,0 37,3 55,3 4,6
9 Triglav osiguranje 41,1 7,9 49,0 46,0 7,7 53,7 4.4
10 | Agramlife 7,5 33,2 40,7 8,3 35,9 44,2 3,6
osiguranje
11 Merkur osiguranje 3,3 32,6 36,0 3,5 34,1 37,5 3,1
12 HOK osiguranje 24,8 0,0 24,8 26,9 0,0 26,9 2,2
13 Sféte osiguranje 0,0 23,2 23,2 0,0 24,4 24,4 2,0
Croatia
14 zdravstveno 38,7 0,0 38,7 24,3 0,0 24,3 2,0
osiguranje
15 ERGO osiguranje 9,0 0,0 9,0 12,9 0,0 12,9 1,1
16 [zvor osiguranje 6,8 0,0 6,8 7,2 0,0 7,2 0,6
17 OTP osiguranje 0,0 57 5,7 0,0 6,0 6,0 0,5
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1g | Wustenrotzivotmo | 6,2 6.2 0,0 5,3 5,3 0,4
osiguranje

19 | Hrvatskokreditmo |, o 0,0 1,6 1,4 0,0 1,4 0.1
OSIguran]e

20 | Croatiaosiguranje 5,0 0,0 5,0 1,1 0,0 1,1 0,1
kredita

21 | ERGOzivotno 0,0 0,4 0,4 0,0 0,3 0,3 0,0
osiguranje

22 | KD life osiguranje 0,0 0,0 0,0 0,0 0,0 0,0 0,0

23 Velebit osiguranje 7,5 0,0 7,5 0,0 0,0 0,0 0,0

24 | VelebitZivotno 0,0 2,8 2,8 0,0 0,0 0,0 0,0
OSIguran]e

Total 776,0 | 387,6 | 1.163,6 | 819,8 | 394,1 | 1.213,9 | 100,0

Changes over the period 2012-2017:

In December 2015 the insurance company Sunce osiguranje d.d. merged with Agram life
osiguranje d.d. while the company KD life osiguranje merged cross-border with the
company Adriatic Slovenica Zavarovalna druZzba d.d. which transacts business in the
Republic of Croatia through Adriatic Slovenica d.d. Subsidiary Zagreb.

Velebit osiguranje and Velebit Zivotno osiguranje are on 02.11.2016. merged cross-
border with the company Zavarovalnica Sava which will transact business in the
Republic of Croatia through Sava osiguranje Subsidiary Croatia.

Croatia zdravstveno osiguranje on 07.07.2017 merged with Croatia osiguranje.

BNP Paribas Cardif osiguranje on 10.11.2017 changed name to Croatia osiguranje
kredita.

Societe Generale osiguranje osiguranje on 02.0.2017 changed name to OTP osiguranje
kredita.

Total |

2017

vonire | |

re |

2016

o T B W |
e |

vorive
0 200 400 600

800 1.000 1.200 1.400
EUR millions
M Croatia osiguranje W Allianz Zagreb M Euroherc osiguranje
M Jadransko osiguranje B Wiener osiguranje VIG B Generali osiguranje
B Uniga osiguranje B Grawe Hrvatska M Triglav osiguranje
B Agram life osiguranje B Merkur osiguranje W HOK osiguranje
M Erste osiguranje VIG M Croatia zdravstveno osiguranje ERGO osiguranje
M Izvor osiguranje = OTP osiguranje Wiistenrot Zivotno osiguranje
Hrvatsko kreditno osiguranje Croatia osiguranje kredita ERGO zZivotno osiguranje
KD life osiguranje Velebit osiguranje Velebit Zivotno osiguranje
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Insurance association activities

Croatian Insurance Bureau'’s - responsibilities and activities are the following:

The Croatian Insurance Bureau was established in 1992 as the National Insurance
Bureau of the Republic of Croatia

The responsibilities of the Croatian Insurance Bureau have expanded considerably over
the past two decades and today comprise, as specified in the Insurance Law, the
Compulsory Traffic Insurance Law and the Statutes of the Croatian Insurance Bureau,
carrying out activities of:

- the Association of Insurance Companies having their head offices in the Republic
of Croatia;

- the National Green Card Bureau and other activities envisaged under
international agreements on insurance against third-party liability of motor
vehicle owners;

- the Guarantee Fund;

- the Information Centre;

- the Compensation Body (assumed its responsibilities upon Croatia’s accession to
the European Union).

as well as activities relating to:

- frontier Insurance;

- the representation of Croatian insurance companies in international
organisations (Insurance Europe, Council of Bureaux, [UMI);

- theresolvement of complaints (Insurance Ombudsman);

- the out-of-court settlement of disputes (Mediation Centre);

- other activities in the common and mutual interest of the insurance industry (e.g.
liaison with governmental bodies, especially the Supervisory Agency at the
Ministry of Finance, printing of newsletters and bulletins etc.);

- providing professional educational programmes across all insurance lines
(Insurance Education Centre);

- Croatian insurance market statistics.

The Croatian Insurance Bureau, in its role as insurance association, is responsible for the
following:

Representation of Croatian insurance market at national and European level - informing
Members of key issues;

CIB Committees and Working Groups - to reach a common position of the industry;
Support for Members - workshops, seminars, insurance market statistics, fraud contact
point;

Lobbying activities - to promote the position of the Croatian insurance industry and
draw attention to issues of strategic interest to the insurance industry, legislative
proposals, initiatives of the insurance industry;

Media activities - promoting the reputation of the insurance industry, protection of
visitors (4th MID), consumer protection - financial education.
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¢ Green Card Bureau
¢ Guarantee Fund

¢ Information Centre
e Compensation Body

* Insurance Education Centre

¢ Mediation Centre

¢ Croatian Financial
Services Supervisory
Agency - HANFA

¢ Croatian Actuarial
Association - HAD

¢ Ministry of Finance

¢ Insurance Ombudsman
CO-OPERATION

AREAS OF Wi
ACTIVITY INSTITUTIONS IN
CROATIA
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" MEMBERSHIP
ONGOING -
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ASSOCIATIONS

* Solvency Il

¢ Insurance Fraud

¢ Uninsured Driving

* Financial Education <.

« Level-playing field for —
insurers in the Pension
Reform

® Insurance Europe
e CoB
e I[UMI

OTHER RELEVANT FINANCIAL INSTITUTIONS
Pension funds!0

Laws which regulate pension funds are as follows:
- Mandatory Pension Funds Act (Official Gazette 19/14),
- Regulation on Amendments to the Mandatory Pension Funds Act (Official Gazette
93/15),
- Acton Amendments to the Mandatory Pension Funds Act (Official Gazette 64/18),
- Acton Amendments to the Mandatory Pension Funds Act (Official Gazette 115/18),
- Voluntary Pension Funds Act (Official Gazette 19/14),
- Voluntary Pension Funds Act (Official Gazette 29/18),
- Voluntary Pension Funds Act (Official Gazette 115/18).

Regulatory and supervisory authority for pension funds in Croatia is the Croatian Financial
Services Supervisory Agency (abbr. in Croation - HANFA).

The Croatian pension insurance system is based on individual capitalized savings, i.e. the
establishment and management of mandatory and voluntary pension funds (known as pension
insurance pillar 2 and 3). A mandatory pension fund may belong to one of the categories A, B or
C, which differ with respect to the duration of the fund membership until the retirement of the
member and, consequently, with respect to the investment strategies. Category A funds are
permitted to be exposed to stock markets in the amount of up to 55% of their net assets,
category B funds up to 35% of their net assets, while category C funds are not permitted to be

10 Data from the Croatian Financial Services Supervisory Agency
(https://www.hanfa.hr/publications/statistics/#section2).
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exposed to shares. A voluntary pension fund may be an open-end type, with its membership
being open to any natural person under the Voluntary Pension Funds Act, or of a closed-end type
consisting of natural persons employed with an employer, or members of trade unions, or
members of associations of self-employed sector or self-employed persons.

Number of pension funds

31.12.2016. 31.12.2017.
Mandatory pension funds category A, B and C 12 12
Open-end voluntary pension funds 6 8
Closed-end voluntary pension funds 18 19
Total 36 39
Pension funds' membership
(ths.)
31.12.2016. 31.12.2017.
Mandatory pension funds category A 5 6
Mandatory pension funds category B 1.756 1.811
Mandatory pension funds category C 23 28
Total mandatory pension funds 1.784 1.844
Open-end voluntary pension funds 257 286
Closed-end voluntary pension funds 29 30
Total voluntary pension funds 286 316
Pension funds' net assets
(mln.)
31.12.2016. 31.12.2017.
Mandatory pension fund's category A 67 79
Mandatory pension fund's category B 10.708 11.712
Mandatory pension fund's category C 405 531
Total mandatory pension funds 11.180 12.322
Open-end voluntary pension funds 471 522
Closed-end voluntary pension funds 103 114
Total voluntary pension funds 574 636
Total 11.755 12.958
Mandatory pension funds’ investment structure
Type of assets 31.12.2016. 31.12.2017.
EUR (mln.) % EUR (mln.) %
Cash 250 2,2 295 2,4
Receivables 42 0,4 10 0,1
Securities and deposits 10.957 97,4 12.109 97,5
Domestic 9.914 88,1 10.714 86,3
Shares and GDRs 1.371 12,2 1.329 10,7
Government bonds 8.017 71,3 8.888 71,6
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Corporate bonds 203 1,8 195 1,6
AlFs 26 0,2 28 0,2
UCITS funds 209 1,9 82 0,7
Money market instruments 6 0,1 27 0,2
Deposits 82 0,7 164 1,3
Foreign 1.043 9,3 1.395 11,2
Shares 813 7,2 734 5,9
Government bonds 0 0,0 62 0,5
AlFs 3 0,0 6 0,1
UCITS and OIF with public offering 227 2,0 593 4,8
Total assets 11.249 100,0 12.414 100,0
Total liabilities 69 0,6 92 0,7
Net assets 11.180 99,4 12.322 99,3
Exposure to derivatives 25 0,2 5 0,0
Exposure to repurchase agreements 0 0,0 74 0,6
Voluntary open-end pension funds’ investment structure
Type of assets 31.12.2016. 31.12.2017.
EUR (mln.) % EUR (mln.) %
Cash 56 11,7 32 6,0
Receivables 2 0,3 1 0,1
Securities and deposits 422 88,0 493 93,8
Domestic 384 80,1 443 84,2
Shares and GDRs 97 20,3 97 18,5
Government bonds 246 51,2 306 58,2
Corporate bonds 38 7,9 34 6,4
UCITS funds 4 0,8 4 0,8
Deposits 0 0,0 2 0,4
Foreign 38 7,9 51 9,6
Shares 29 6,1 20 3,9
Government bonds 0 0,0 1 0,2
UCITS and OIF with public
Offering P 9 18 29 5,6
Total assets 480 100,0 525 100,0
Total liabilities 8 1,8 3 0,6
Net assets 471 98,2 522 99 4
Exposure to derivatives 0 0,1 1 0,1
Exposure to repurchase agreements 5 11 1 0,2
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Voluntary closed-end pension funds’ investment structure

31.12.2016. 31.12.2017.
Type of assets
EUR (mln.) % EUR (mln.) %
Cash 10 9,8 8 7.1
Receivables 1 1,3 0 0,1
Securities and deposits 92 88,9 106 92,8
Domestic 81 78,3 92 80,5

Shares and GDRs 19 18,0 20 17,4

Government bonds 56 53,7 65 56,7

Corporate bonds 5 4,9 6 4,9

UCITS funds 2 1,7 1 1,2

Deposits 0 0,0 0 0,2

Foreign 11 10,6 14 12,3

Shares 7 6,9 6 5,3

Government bonds 0 0,0 1 1,1

UCITS and OIF with public

offering 4 3,7 7 5,9
Total assets 104 100,0 114 100,0
Total liabilities 0 0,4 0 0,3
Net assets 103 99,6 114 99,7
Exposure to derivatives 0 0,0 0 0,0
Exposure to repurchase agreements 0 0,0 0 0,0

Investment funds!?

Laws which regulate investment funds are as follows:
- Acton Open-end Investment Funds with a Public Offering (Official Gazette 44/16),

- Alternative Investment Funds Act (Official Gazette 21/18).

Regulatory and supervisory authority for investment funds in Croatia is the Croatian Financial
Services Supervisory Agency (HANFA).

There are two types of investment funds in the Republic of Croatia — open-end investment funds
with public offering (UCITS) and alternative investment funds (AIFs). In 2017, the AIF market
was marked by the foundation of new funds (nine of them), which was a significant increase in

the number of funds relative to the year before.

11 Data from the Croatian Financial Services Supervisory Agency
(https://www.hanfa.hr/publications/statistics/#section1).
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Number of investment funds

31.12.2016. 31.12.2017.
UCITS funds 91 95
Money 20 22
Bond 15 16
Balanced 8 9
Equity 26 26
Other 22 22
Alternative investment funds 30 39
Public offering 5 5
Opened with public offering 2 2
Closed-end with public offering 2 2
Closed-end with public offering in real estate 1 1
Private offering 25 34
Base with private offering 9 10
Special with private offering 8 16
Venture capital 7 7
Venture capital with private offering 2 2
Venture capital with private offering - funds c 5
for economic cooperation
Closed-end with private offering 1 1
Total 121 134
Investment funds' net assets
Net assets value (EUR mln.)
Funds
31.12.2016. 31.12.2017.
UCITS funds 2.449 2.480
Alternative investment funds 430 467
Total 2.879 2.947
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UCITS funds' net assets
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UCITS funds’ investment structure

3,0% 1,4%

M Shares and GDRs B Government bonds m Corporate bonds
= UCITS funds B Money market instruments B Deposits

UCITS funds’ investment structure in domestic and foreign securities and deposits
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Funds established under special acts

After the increase in net assets the Fund for Croatian Homeland War Veterans and Members of
their Families in 2016, there was decrease in assets of 3,7% in 2017, as a result of market
movements. The operation of this Fund is governed by the Act on the Fund of Croatian
Homeland War Veterans and Members of their Families. At end-2017 (on 28 December 2017),
net assets of the Retired Persons’ Fund were EUR 106 milion. This fund stopped operating on 28
December 2017.

Investment fund Net assets (EUR mln.)
31.12.2016. | 31.12.2017.
Fund of Croatian Homeland War Veterans and Members of their
. 109 106
Families
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Micro-credit organisations?

Credit unions play the role of micro-credit organisations in Croatia. Law which regulates credit
unions is Credit Unions Act (Official Gazette 141/06).

Supervisory authority for credit unions in Croatia is the Croatian National Bank.

In accordance with the principle of establishment of a credit union, credit union members must
meet one of the following conditions:
1. they are employed with the same employer or in the same industry,
2. they are members of the same occupation or profession or
3. they live in the same area (in the same county) and
4. they are related in any other way that ensures achievement of the mutual interest on the
principle of reciprocity.

Credit unions in the Republic of Croatia start to operate with the transformation of cooperative
savings organization under the Credit Unions Act and authorization obtained from the Croatian
National Bank. Initiated by nine credit unions, Croatian credit unions association was
established on 01.07.2011.

At the end of 2017, there were 21 credit unions in operation, whose assets, according to the
reports submitted to the CNB, were 89,41 EUR million. Compared to end of 2016, the number of
credit unions had decreased by two, against which voluntary winding-up proceedings were
initiated, while the assets of credit unions increased by EUR 0,76 million. On 31.12.2017, ten
credit unions were in the process of winding up, while two credit unions were undergoing
bankruptcy proceedings.

Following on-site examinations, five credit unions had measures that were aimed at taking
timely action to ensure the stability of operations, improve the safety of operations and
eliminate illegalities and irregularities imposed on them. Furthermore, four decisions were
issued to credit unions in 2017.

List of credit unions entered in the register of companies on 31.12.2017 is as follows:
1. Kreditna unija Apoen, Valpovo

Kreditna unija Deponent, Zagreb

Kreditna unija Dukat, Viskovo

Kreditna unija Euro

Kreditna unija Gama, Zagreb

Kreditna unija Jamstvo, Zupanja

Kreditna unija Krajcar

Kreditna unija Libertina, Cakovec

. Kreditna unija Marjan, Split

10. Kreditna unija Noa, Osijek

11. Kreditna unija Sjenica, Cakovec

© PN U W N

12 Data from the Croatian National Bank (https://www.hnb.hr/en/core-
functions/supervision/licensing/credit-unions)
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12. Kreditna unija Zagreb, Zagreb

13. ABC kreditna unija, Sisak

14. Bjelovarska kreditna unija, Bjelovar

15. Fidus kreditna unija Pakovo

16. Zagorska kreditna unija, Zabok

17. Zanatska kreditna unija

18. Vrbovecka kreditna unija

19. Kreditna unija Stednokred, Zagreb

20. Sindikalna Stedno-kreditna unija, Zagreb
21. BRA-MA kreditna unija, Split

Leasing companies13

Law which regulate leasing companies is Leasing Act (Official Gazette 141/13).

Regulatory and supervisory authority for leasing companies in Croatia is the Croatian Financial
Services Supervisory Agency (HANFA).

Number of leasing companies

On 31.12.2017, leasing operations were carried out by 17 leasing companies, compared to 19
companies in 2016 (two companies initiated winding-up proceedings during 2017). The
majority of leasing companies in the Republic of Croatia belong to groups of financial

institutions. Initial capital of leasing companies on 31.12.2017. amounted to EUR 77,35 million.

Leasing companies’ asset structure

(EUR mln.)
31.12.2016. 31.12.2017.

Tangible assets leased out under an operational lease 636 637
Operating lease receivables 22 21
Financial lease receivables 1.419 1.472
Loans granted 9 7
Inventories 41 32

Other assets 251 264
Total assets 2.378 2.433

13 Data from the Croatian Financial Services Supervisory Agency
(https://www.hanfa.hr/publications/statistics/#section3).
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Value of leasing companies’ newly concluded contracts by leased assets

B Total assets B Value of newly concluded contracts
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31.12.2016. 31.12.2017.
Leasing companies’ portfolio structure
31.12.2016 31.12.2017
Number | EURmlIn. | Share (%) | Number EURmIn. | Share (%)
Financial lease 25.256 632 59,8 30.696 766 66,1
Operational 46.979 425 40,2 44.486 393 33,9
lease
Total 72.235 1.057 100,0 75.182 1.159 100,0
70% 66,1%
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40% 33,9%
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Value of leasing companies’ active contracts by leased/lent assets

Newly concluded 31.12.2016. 31.12.2017.
contracts value . . . . . .
) . Financial Operational Financial Operational
(financing value - Total Total
lease lease lease lease
EUR mln.)
Property 6,3 65,8 72,1 3,6 36,4 40,0
Passenger cars 288,9 252,7 541,6 374,2 264,3 638,5
Commercial vehicles 222,3 61,6 283,9 241,3 63,5 304,8
Vessels 22,4 21,4 43,8 49,6 15,8 65,3
Plant, machinery,
transport machines 90,1 23,6 113,7 95,5 12,6 108,1
and equipment
Other 2,6 0,1 2,6 2,3 0,0 2,3
Total 632,6 425,1 1.057,7 766,5 392,6 1.159,1
~ Total [N [
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EUR millions
M Property M Passenger cars
Commercial vehicles H Vessels
B Plant, machinery, transport machines and equipment Other
Value of leasing companies’ active contracts by sectors
31.12.2016. 31.12.2017.
Leasee's activity (EUR mln.) | Financial | Operational Financial | Operational
Total Total
lease lease lease lease
Non-fi ial instituti
on-iinancialnSttutions 487 320 807 576 296 872
(companies)
Financial institutions 2 34 36 4 31 36
Government units 2 38 40 18 35 54
Non-profit institutions 2 1 3 2 1 3
Population (households) 140 31 171 166 28 194
Non-residents 0 1 1 0 1 1
Total 633 425 1.058 766 393 1.159
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31.12.2017.

31.12.2016.

Total

Operating lease
Finance lease
Total

Operating lease
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B Non-financial institutions (companies) B Financial institutions
M Government units B Non-profit institutions
M Population (households) ® Non-residents
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GREECE

Report for Greece has been done on the basis of official reports Hellenic Statistical Authority,
National Bank of Greece, Hellenic Association of Insurance Companies (HAIC) and other relevant
institutions.

MACROECONOMIC INDICATORS

- o« S s N g S
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s'_)‘ = £ x o B g ) = 3 o =
9-4 = Q-‘ — + [«5] ~—~ + o

o X E 2 o o g 20 oz £ © =

= z = g E 5 2 £ =

o é % - o) £

2008 11.222 241.990 20.757 2,0 - 7,2 4,2
2009 11.270 237.534 20.554 -2,0 - 8,9 1,2
2010 11.316 226.031 20.088 -4,5 - 12,4 47
2011 11.103 207.029 18.643 -6,8 1.241 17,9 3,3
2012 11.086 191.204 17.311 -7,3 1.147 24,4 1,5
2013 11.004 180.654 16.813 -4,0 1.030 27,5 -0,9
2014 10.927 178.656 16.655 0,7 995 26,5 -1,3
2015 10.858 177.258 16.406 -0,3 958 24,9 -1,7
2016 10.784 176.488 16.311 -0,2 1.013 23,5 -0,8
2017 10.768 180.218 16.396 1,4 982 21,5 1,1

* Gross Domestic Product at constant prices of the previous year
** Average gross salary (EUR/month): 2011 - 2015 Hellenic Social Insurance Organization (IKA) 2016 -
2017 Hellenic Federation of Enterprises (SEV)

STRUCTURE OF THE FINANCIAL SERVICE SECTOR

Financial institutions - Assets (EUR mln.)
Banks Insurance and reinsurance companies
2008 462.205 14.689
2009 490.831 16.237
2010 513.782 15.745
2011 476.169 14.677
2012 441.374 14.950
2013 406.690 15.338
2014 397.027 15.290
2015 385.506 15.955
2016 351.288 16.529
2017 300.825 17.523

105




600.000

500.000

400.000

300.000

200.000

100.000

EUR min.

2008

2009

M Banks

2010

2011

2012

2013

2014

2015

M Insurance and reinsurance companies

2016

2017

BANKING SECTOR

Banking sector size

2012
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Total assets (EUR mlIn.)

441.374

406.690

397.027

385.506
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Total assets as % of GDP
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Market concentration

2012 2013 2014 | 2015 | 2016 | 2017
Number of banks 52 40 40 40 40 40
Average assets per bank (EUR mln.) 8.488 10.167 | 9.926 | 9.637 | 8.782 | 7.520
Market share of the largest bank (%) 26,0 29,0 30,0 31,0 37,0
lgf)[;;;‘ket share of the three largest banks 60,0 72.0 73,0 75,0
lgi)[z;‘ket share of the five largest banks 79,0 94.0 94,0 95,0 97,3 97,0
Number of banks with market share 46 36 36 36 36 36
less than 3%

100
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40
30
20
10
0
2012 2013 2014 2015 2016 2017
B Market share of the largest bank (%) B Market share of the three largest banks (%)
1 Market share of the five largest banks (%)
Composition of banks' assets
Cash Net loans Fixed assets Government Other assets
funds bonds
Amount
2012 (EUR min.) 5.651 290.306 4,148 21.042 121.068
Share (%) 1,3 65,6 0,9 4.8 27,4
Amount
2013 (EUR mln.) 6.040 264.682 4,284 13.495 118.908
Share (%) 1,5 65,0 1,1 3,3 29,2
Amount
2014 (EUR min.) 5.362 255.343 3.964 13.077 120.055
Share (%) 1,3 64,2 1,0 3,3 30,2
Amount
2015 (EUR min.) 3.407 242.805 3.952 14.352 121.502
Share (%) 0,9 62,9 1,0 3,7 31,5
Amount
2016 (EUR min.) 3.124 187.447 6.248 18.745 96.847
Share (%) 1,0 60,0 2,0 6,0 31,0
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Amount
2017 (EUR mln.) 2.850 164.000 4.000 18.300 73.400
Share (%) 1,1 62,5 1,5 7,0 28,0
70
60
< 50
@ 40
©
°
= 30
‘o
©
5 20
10
0
2012 2013 2014 2015 2016 2017
B Cash funds B Netloans [ Fixed assets M Government bonds M Other assets

Composition of banks' liabilities

Households Interbank Interbank
and Government | borrowing- | borrowing - ECB Bonds
. . . . . : Other
corporation deposits foreign domestic borrowing | issued
deposits banks banks
Amount
(EUR 211.793 7.120 29.937 1.771 121.196 3.172 | 67.227
2012 min.)
Share (%) 47,9 1,6 6,8 0,4 27,4 0,7 15,2
Amount
(EUR 205.306 7.534 34.925 2.963 73.015 1.465 | 82.202
2013 min.)
Share (%) 50,4 1,8 8,6 0,7 17,9 0,4 20,2
Amount
(EUR 200.749 7.139 38.571 1.191 56.039 1.903 | 92.208
2014 min.)
Share (%) 50,5 1,8 9,7 0,3 14,1 0,5 23,2
Amount
(EUR 152.102 5.707 11.095 349 107.629 5.344 | 103.793
2015 min.)
Share (%) 39,4 1,5 2,9 0,1 27,9 1,4 26,9
Amount
(EUR 147.073 6.248 9.372 - 115.442 1.905 | 44.424
2016 min.)
Share (%) 45,3 1,9 29 - 35,6 0,6 13,7
Amount
(EUR 131.000 10.600 13.128 - 84.016 5.400 | 19.200
2017 min.)
Share (%) 49,7 4,0 5,0 - 31,9 2,1 7,3
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Share in total liabilities (%)

1
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o

o

2012

2013

2014

B Households and corporation deposits
Interbank borrowing, foreign banks

M ECB borrowing

H Other

Maturity structure of deposits and loans

2015

2016

B Government deposits

2017

H Interbank borrowing, domestic banks
Bonds issued

Short- Long-term Total Short- Long- Total
term . . term term
. deposits | deposits loans
deposits loans loans
Amount |y 0040 | 58772 | 218912 | 62723 | 174.028 | 236.751
2012 | (EUR miIn.)
Share (%) 73,2 26,8 100,0 26,5 735 100,0
Amount |y s cae | 49254 | 212.840 | 56.658 | 169.911 | 226.569
2013 | (EUR mln.)
Share (%) 76,9 231 100,0 25,0 75,0 100,0
Amount | yegac0 | 48036 | 207.889 | 54195 | 168.625 | 222.820
2014 | (EURmln)
Share (%) 76,9 23,1 100,0 243 75,7 100,0
Amount
2015 | (EURmIn) | 126330 | 31480 157.810 | 51.201 | 162537 | 213.738
Share (%) 80,1 19,9 100,0 24.0 76,0 100,0
Amount
2016 | (EURmIn) | 9%576 46280 | 140.856 | 53.750 | 131.344 | 185.094
Share (%) 67,1 32,9 100,0 29,0 71,0 100,0
Amount | g, 50, 49233 | 131.000 | 54.052 | 109.948 | 164.000
2017 | (EURmln.)
Share (%) 62,4 37,6 100,0 33,0 67,0 100,0
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Currency structure of deposits and loans

Deposits in Deposits in Loans in Loans in other
EUR other currency EUR currency

2012 Amount (EUR mln.) 206.845 12.067 216.129 20.622
Share (%) 94,5 55 91,3 8,7

Amount (EUR mln.) 203.308 9.532 207.070 19.499
2013 Share (%) 95,5 45 91,4 8,6

2014 Amount (EUR mln.) 151.271 8.801 201.590 21.230
Share (%) 95,7 4,3 90,5 9,5

2015 Amount (EUR min.) 116.865 6.368 195.944 17.794
Share (%) 95,8 4,2 91,7 8,3

2016 Amount (EUR mln.) 114.967 6.269 177.461 17.699
Share (%) 94,8 52 90,9 9,1

2017 Amount (EUR mln.) 120.094 6.107 169.014 14.954
Share (%) 95,2 4,8 91,9 8,1
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2012 2013 2014 2015 2016 2017
M Loansin EUR M Loans in other currency
Deposits' and loans' rates for households
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 4,7 2,8 1,8 1,0 0,8 0,6
Deposit rate —- more than year 4,5 2,7 1,7 1,1 0,5 0,5
Loan rate - less than year 7,6 7,2 6,7 7,9 8,0 6,3
Loan rate - more than year 3,0 2,8 2,9 2,7 2,5 2,2

Interest rate (%)
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B Deposit rate — less than year
M Loan rate — less than year

2014
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Deposits' and loans' rates for enterprises

2012 2013 2014 2015 2016 2017
Deposit rate - less than year 4,2 2,7 1,9 1,1 0,9 0,8
Deposit rate — more than year 1,8 1,7 0,9 0,8
Loan rate - less than year 7,5 7,3 6,5 6,1 5,5 5,2
Loan rate - more than year 6,3 4,6 4,7 5,0 4,8 4,6
8
7
g 6
95
©
E 4
<3
g I I I I I
1
. “ Il | T
2012 2013 2014 2015 2016 2017

M Deposit rate — less than year

Loan rate — less than year

The basic features of the banking sector

M Deposit rate — more than year

H Loan rate — more than year

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Non-. Ratio of non-
. . . Total loans | performing .
capital weighted risk | adequacy (EUR min.) loans (EUR performing to
(EURmlIn.) | (EUR mln.) rate (%) min.) total loans (%)

2012 18.357,0 189.936,0 9,7 223.317,0 66.786,0 29,9
2013 27.356,0 175.752,0 15,6 234.498,0 89.607,0 38,2
2014 | 28.504,0 173.080,0 16,5 229.538,0 93.650,0 40,8
2015 32.585,0 174,5 18,7 226.294,0 99.248,0 43,9
2016 18,1 231.590,0 88.042,0 38,0
2017 17,0 193.747,0 86.000,0 33,3

Positive financial performance Satisfactory liquidity

Net profit/loss Return on Liquid to total Liquid assets to short-term

(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 -9.000,0 n.a. n.a. n.a.
2013 4.326,0 0,5 3,0 5,0
2014 -3.954,0 -12,3 5,0 1,0
2015 -9.362,0 -0,3 2,5 4,0
2016 -2.635,0 -0,5
2017 -475,0
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INSURANCE SECTOR

Legal and institutional framework

The Solvency II regime has initiated in 2016 a totally new era for the market’s functioning and
supervisory monitoring by the BoG.

In May 2018 the greek insurance companies published for 2017 their SFCR (Solvency and
Financial Condtion Report) showing that the local market has achieved sufficient solvency ratios.

In terms of Solvency II review 2018, EIOPA in its technical advice suggested, based upon
evidence provided by the HAIC, a reduced rate of the country parameter for the earthquake risk
sub-module, on the ground that existing design of the formula leads to unduly conservative
capital requirements for insurance undertakings in Greece. The technical suggestion of EIOPA
was adopted by the European Committee.

IDD

Insurance Distribution Directive (IDD) was transposed in December 2018 into national
legislation by law 4583/2018. The new legal framework brings a significant change for
insurance undertakings in the sense that they are subject to the requirements set by law
4583/2018 with regard to their direct sales as well as to additional organizational obligations.
With the aim of modernization, law 4583/2018 has also brought changes reflecting national
options as regards the classification of insurance intermediaries which were limited to three
categories (from four): agents, co-ordinators of agents and brokers, following the absortion of
the category of insurance advisors by the category of agents.

GDPR

Since May 2018 the local market has been aligned with the obligations stemming from the
General Data Protection Regulation - GDPR (EU) 679/2016. HAIC with the support of a legal
expert in the domain of the protection of personal data drafted a Code of Conduct that aims to
specify for legal safety the requirements of the new legislation for the needs of insurance
market. The code was submitted for approval to the DPA in August 2018 but no progress is
reported since then. Pursuant to our information, the process is still pending in the light of the
final issuance of the EDPB’ s Guidelines on Codes of Conduct and Monitoring Bodies under GDPR.

Government priority/policy

There is no concrete priority/policy of the Government that affects directly the domestic
insurance market. Only exemption concerns the application of law 4141/2016 on the electronic
detection of uninsured vehicles in Greece. A first attempt for the detection of uninsured vehicles
throught electronic controls was made during June 2017 and a second one was conducted on
April 2018. New controls are expected over the next months as there are still some pending
weaknesses of the system to be addressed.

We could also mention that the imminent pensions’ reduction expected from 2019 onwards,
may also indirectly affect the insurance sector.
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Minimal amount of share capital

There is no specific provision for the minimal amount of share capital within insurance
legislation. According to the Solvency II Directive and the Greek law 4364/2016, insurance
undertakings must meet the amounts for their MCR compliance (minimum capital requirement).
However, upon the establishment of an insurance company, the share capital is actually equal to
the MCR amounts.

Total premium income

Nonlife Life Total
2007 EUR (mln.) 2.602 2.520 5.122
Share (%) 50,8 49,2 100
EUR (mln.) 2.716 2.496 5.213

2008 Share (%) 52,1 479 100
Premium growth index 08/07 104,4 99,1 101,8
EUR (mln.) 2.939 2.509 5.448

2009 Share (%) 53,9 46,1 100
Premium growth index 09/08 108,2 100,5 104,5
EUR (mln.) 3.014 2.318 5.332

2010 Share (%) 56,5 43,5 100
Premium growth index 10/09 102,6 92,4 97,9
EUR (mln.) 2.818 2.169 4.987

2011 Share (%) 56,5 43,5 100
Premium growth index 11/10 93,5 93,6 93,5
EUR (mln.) 2.471 1.939 4.410

2012 Share (%) 56,0 44,0 100
Premium growth index 12/11 87,7 89,4 88,4
EUR (mln.) 2.331 1.681 4.012

2013 Share (%) 58,1 41,9 100
Premium growth index 13/12 94,3 86,7 91,0
EUR (mln.) 2.085 1.880 3.965

2014 Share (%) 52,6 47,4 100
Premium growth index 14/13 89,4 111,8 98,8
EUR (mln.) 1.930 1.801 3.731

2015 Share (%) 51,7 48,3 100
Premium growth index 15/14 92,3 95,8 93,9
EUR (mln.) 2.031 1.911 3.942

2016 Share (%) 51,5 48,5 100
Premium growth index 16/15 105,2 106,1 105,7
EUR (mln.) 2.089 1.876 3.965

2017 Share (%) 52,7 47,3 100
Premium growth index 17/16 102,9 98,1 100,6
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2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

1.000

2.000 3.000

EUR millions

4.000

5.000 6.000

 Total
H Life
H Nonlife

Insurance penetration and insurance density

Premium as % of GDP

Premium per capita (EUR)

Nonlife 1,17 233

2007 Life 1,13 226
Total 2,30 458

Nonlife 1,17 242

2008 Life 1,07 222
Total 2,24 465

Nonlife 1,27 261

2009 Life 1,08 223
Total 2,35 483

Nonlife 1,33 266

2010 Life 1,02 205
Total 2,35 471

Nonlife 1,36 254

2011 Life 1,05 195
Total 2,41 449

Nonlife 1,29 224

2012 Life 1,01 176
Total 2,31 400

Nonlife 1,29 213

2013 Life 0,93 154
Total 2,22 367
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Nonlife 1,17 191
2014 Life 1,06 172
Total 2,23 363
Nonlife 1,09 178
2015 Life 1,01 166
Total 2,10 344
Nonlife 1,15 189
2016 Life 1,08 177
Total 2,23 366
Nonlife 1,16 194
2017 Life 1,04 174
Total 2,20 368
2017
2016
2015
2014
2013
2012 M Total
M Life
2011 ® Nonlife
2010
2009
2008
2007
0,00 0,50 1,00 1,50 2,00 2,50

Insurance penetration (%)
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2017

2016
2015
2014
2013
2012 H Total
m Life
2011 H Nonlife
2010
2009
2008
2007
100 200 300 400 500
Insurance density (EUR)
Market concentration
Average Market Market Market Number of | Number of
premium share of | share of the companies (direct)
Number of per the largest share othe with employees
companies | company largest three largest f{ve market in the
(EUR compan companies | 0Tpanies share less insurance
In.) (‘;) g (IO)/) (%) than 3% sector
min. 0 0 0
2007 86 60 16,7 30,7 41,7 67 -
2008 85 61 17,7 30,0 41,1 76 -
2009 82 66 19,2 29,9 39,0 72 -
2010 73 73 20,2 31,3 41,2 62 -
2011 69 72 16,7 28,9 38,6 57 8.000
2012 69 64 14,3 27,3 37,8 56 8.000
2013 67 60 15,5 27,5 38,0 53 7.500
2014 65 61 18,7 32,5 42,8 52 6.500
2015 62 63 16,5 31,6 43,1 51 6.500
2016 57 68 14,9 36,2 47,5 44 6.500
2017 55 72 14,8 35,0 46,7 39 7.000
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2017

2016
2015
2014 = Market share of the largest
five companies
2013
B Market share of the largest
2012 three companies
2011 B Market share of the largest
company
2010
2009
2008
2007
0% 10% 20% 30% 40% 50%
Ownership structure in 2017
Nonlife Life Composite | Reinsurance | Total
Number of companies with
- . . 10 2 7 0 19
majority domestic ownership
Number of companies with
o . . 25 5 6 0 36
majority foreign ownership
Market share of companies with 399 282 0 344
majority domestic ownership (%) ’ ’ ) ’
Market share of companies with
- . . 60,1 71,8 - 0 65,6
majority foreign ownership (%)

Composite

B Number of companies with

Life majority domestic ownership
B Number of companies with
i majority foreign ownership
Nonlife

0% 20% 40% 60% 80% 100%
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Total premium per major insurance classes

2016 2017
Insurance class
EUR mln. Share (%) EUR mln. Share (%)
Accident 42 1,1 40 1,0
Health 173 4,4 209 5,3
Land motor vehicles 185 4,7 201 51
Railway - - - -
Aircrafts 0,2 0,0 0,3 0,0
Vessels 9 0,2 10 0,3
Goods in transit 22 0,6 22 0,6
Fl.re and natural 353 9.0 339 85
disasters
Other property
. 99 2,5 97 2,4
insurance
MTPL 849 21,5 861 21,7
Aircraft liability 1 0,0 812 20,5
[-Ise.o.f vessels c 01 c 01
liability
Other liability 79 2,0 76 1,9
Credit 32 0,8 34 0,9
Surety 0,2 0,0 1 0,0
l\l/llscel.laneous 34 0.9 41 10
financial losses
Legal protection 36 0,9 37 0,9
A551s.tance - other 109 28 115 29
nonlife
NONLIFE 2.031 51,5 2.089 52,7
LIFE 1.911 48,5 1.876 47,3
TOTAL 3.942 100,0 3.965 100,0
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100%
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 Use of vessels liability

Surety

Assistance - other nonlife

Insurance companies

First ranked five Premium (EUR mln.) Market
Rank . 2016 2017 share in
companies Nonlife Life Total Nonlife Life Total 2017 (%)
1 Insurer 1 189 391 580 188 398 586 14,8
2 Insurer 2 46 358 404 51 356 407 10,3
3 Insurer 3 0 424 424 0 398 398 10,0
4 Insurer 4 43 204 247 44 221 265 6,7
5 Insurer 5 111 71 182 113 86 199 5,0
Total 389 1.448 1.837 396 1.457 1.854 46,8
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Insurance association activities

Specific activities that association has done are following:

- Submission for approval to the Hellenic competent authority of a Code of Conduct
specifying the application of the rules of the GDPR into the local insurance market.

- Cooperation with SEN, a nonprofit organization dedicated to the promotion of the young
entrepreneurship for the diffusion of private insurance in the educational system.

- Support of a dynamic campaign via social medias (Facebook) for the promotion of
insurance awareness in Greece.

- Redesign of the HAIC's website with the aim of being more friendly and accessible to
consumers.

OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds

There are three pillars of the pension system. The second pillar accounts for Occupational
Schemes (IORPS) and the third for Private Insurance. Neither of the two is very popular though,
thus the first pillar on Social Security accounts for more than 99 percent of the whole system.

The pension system in Greece has predominantly been based on a generous public pension
pillar, although the country's severe crisis has made this look increasingly unsustainable and led
to severe cuts. Voluntary occupational and private pension plans exist, but they are still of minor
importance.

High replacement ratios and generous rules for early retirement, especially for women, put
heavy pressure on the pension system and contributed to the mess in public finances that saw
Greece require a series of international bailouts from 2009. Pension fund must be set up as a
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separate legal entity and can be either a single-employer or a profession-wide pension fund. The
appointment of an external asset manager is not legally required.

Actuarial valuations have to be performed at least once a year. A minimum funding level is
imposed with the establishment of a specific solvency margin. This has to be calculated
separately for pension benefits and risk benefits. If the solvency margin cannot be met, the
occupational pension fund has to submit a three-year plan to the National Actuarial Authority
indicating the measures to be taken for funding the deficit.

Occupational pension funds that guarantee either a certain benefit or a certain return on
investments are obliged to establish adequate re-insurance for these risks. The trend for pension
funds is to offer different investment options according to varying risk preferences.

Investment funds 14

The Hellenic Capital Market Commission (HCMC) was established as a legal entity by Law
1969/91 and organized by Law 2324 /1995, aiming to ensure the protection and the orderly and
efficient operation of the capital market, which is crucial for the growth of the national economy.

The Greek UCITS IV implementing regime consists of Law No. 4099/2012, as amended, and in
force and the Hellenic Capital Market Commission (HCMC) Decisions Nos. 15/633/20.12.2012;
16/633/20.12.2012; 17/633/20.12.2012 and 1/756/18.5.2016, as well as Circular No. 55 of the
HCMC and regulates the management of funds that qualify as UCITS under the UCITS IV and V
Directives and their managers.

UCITS include two basic types of collective investment undertakings - mutual funds and variable
capital investment companies. Both fund types are open-end and they will collectively be
referred to below as “UCITS”.

The Greek AIFMD implementing regime, consisting of Law No. 4209/2013, as amended,
regulates the management of funds that qualify as alternative investment funds (AIFs) under the
AIFMD. Certain types of locally regulated collective investment undertakings fall under the
definition of an AIF, more specifically the following:

- closed-end venture capitals regulated under Law No 2992/2002 (AKESs),

- portfolio investment companies regulated under Law No 3371/2005 (AEEXs), and

- real property management companies regulated under Law No 2778/1999 (AEEAPs).

Other, non-regulated types of non-UCITS funds also fall under the definition of an AIF.

The supervisory authority for both types of funds and their managers, as well as those
marketing funds, is the HCMC.

In 2017, 61 investment firms licenced by the HCMC were operating on the Greek capital market,
the same number as in 2016 or slightly less compared to 2015 (63). Moreover, 34 financial
intermediation firms (FIFs) licenced by the HCMC were operating in 2017.

14Hellenic Fund & Asset Management Association
(http://www.hcmc.gr/aweb/files/Annual_Reports/files/Annual%20Report%202017_eng.pdf)
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Net asset and number of mutual funds

31.12.2016. 31.12.2017.
Number of Number of
EUR min. mutual funds EUR min. mutual funds
Money market 1.556,6 26 1.176,4 32
Bonds 1.465,5 49 1.856,4 58

The three largest mutual fund management companies had funds under management of EUR 4,4
billion, which accounted for 66,3% of total mutual fund assets, as compared to assets of EUR 4,5
billion and a corresponding market share of 70,1% in 2016, and EUR 5,3 billion and 73,3% in
2015. Similarly, the five largest MFMCs had funds under management of EUR 5,9 billion that
accounted for 88,0% of total mutual fund assets, as compared to 89,1% in 2016 and 90,3% in
2015.

Net assets by type of investment funds

31.12.2016. 31.12.2017.
Number of Number of
EUR min. mutual funds EUR min. mutual funds
Equity 980,1 74 1.086,7 74
Balanced 1.107,1 33 1.360,7 33
Funds of funds 885,6 64 952,5 75
Specialist 426,4 22 224,2 14
Total 6.421,3 268 6.656,9 286

At the end of 2017, there were two active portfolio investment companies (PICs), whose shares
were traded in the Securities Market of the Athens Exchange, with net assets of EUR
12.504.707,6, as compared to EUR 17.995.396,2 at the end of 2016. Moreover, there were six
real estate investment companies (REICs), one of which was formed and was granted an
operating license during the year, with an initial share capital of EUR 25 million. The shares of
the other five are traded in the Securities Market of the Athens Exchange. At the end of 2017, the
total value of the investment portfolio of these five companies stood at EUR 2.750,2 million, as
compared to EUR 2.501,1 million at the end of 2016, while the value of properties under
management stood at EUR 2.305,0 million as compared to EUR 2.079,5 million at the end of
2016. Moreover, five alternative investment fund managers were operating at the end of the
year.

Micro-credit organisations

In Greece, there is no specific regulation on microcredit provision. The current Greek Banking
Law states that organizations other than financial institutions, which are licensed by the Bank of
Greece, require a minimum capital of EUR 18 million to carry out financial or credit activities. A
partnership with a licensed bank is, therefore, required by all legal entities such as NGOs
(including associations, foundations, etc.) that are interested in serving the microcredit market.
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Leasing companies

During 2016, other financial companies’ assets declined slightly in comparison to 2015,
according to the Bank of Greece data, continuing their fall observed since the onset of the crisis,
albeit at a slower pace. Specifically, the assets of leasing companies amounted to EUR 5,0 billion
at the end of 2016, down by 3,9% year-on-year. This small decrease in 2016 reflects an effort to
stabilise the sector, following the considerable contraction (of some 40%) in their assets
between 2010 and 2015.

At the same time, the assets of factoring companies stood at EUR 1,7 billion at the end of 2016,
down by 0,8% year-on-year. Finally, the assets of consumer credit companies amounted to EUR
0,2 billion at the end of 2016, down by 5,4% year-on-year. It should be noted that between 2010
and 2015, the assets of factoring and consumer credit companies shrank by 20% and 70%,
respectively, while in 2016 their rate of decrease slowed considerably.

In more details, the losses of leasing companies fell to just EUR 11,4 million in 2016, from EUR
207,7 million in 2015.

Factoring companies posted profits of EUR 54,8 million, slightly higher than in 2015 (EUR 52,8
million). Finally, consumer credit companies also recorded profits of EUR 8,5 million, against
losses of EUR 9,7 million in 2015. Regarding the interconnection of these companies with credit
institutions in 2016, it should be noted that 22,6% of the liabilities of leasing companies
represents liabilities due to credit institutions, compared to 8,3% for factoring companies. On
the contrary, consumer credit companies’ claims on credit institutions account for 22,6% of their
assets, compared to 2,2% and 0,7% for factoring and leasing companies, respectively. Finally
(on- and off-balance sheet) nonperforming exposures on an aggregate basis (for leasing,
factoring and consumer credit companies) amounted to EUR 3,28 billion, slightly down by 0,3%
in comparison to the end of 2015 (EUR 3,3 billion). The NPE ratio fell slightly to 42,3% in 2016,
from 43,3% in 2015.
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KOSOVO

Report for Kosovo has been done on the basis of official reports of Kosovo Agency of Statistics,

Central Bank of the Republic of Kosovo and other relevant institutions.

MACROECONOMIC INDICATORS
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2007 2.126 3.394 2.013 5,0 43,6 197* 4,4
2008 2.180 3.883 2.258 4,5 47,5 204 9,4
2009 2.207 4.070 2.329 3,6 45,4 246 -2,4
2010 1.734 4.402 2.480 33 45,0 285 3,5
2011 1.780 4.815 2.672 4,4 37,1 343 7,3
2012 1.816 5.059 2.799 2,8 30,9 384 2,5
2013 1.821 5.327 2.935 3,4 30,0 393 1,8
2014 1.805 5.568 3.084 1,2 35,3 430 0,4
2015 1.772 5.807 3.277 4,1 32,9 451 -0,5
2016 1.784 6.070 3.386 4,1 27,5 457 0,3
2017 1.799 6.282 3.356 3,7 30,5 471 1,5
*Data for period 2007-2011 show average annual net wage by the state administration.
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
Insurance and _ . .
. e . Pension Micro-credit
Financial institution Banks reinsurance .. Total
, funds organizations
companies
2007 Assets (EURmln.) | 1.435 71 286 74 1.866
Share (%) 76,9 3,8 15,3 4,0 100,0
2008 Assets (EURmln.) | 1.808 78 256 94 2.236
Share (%) 80,9 3,5 11,4 4,2 100,0
2009 Assets (EURmln.) | 2.204 81 381 109 2.775
Share (%) 79,4 2,9 13,7 39 100,0
2010 Assets (EURmIn.) | 2.455 97 494 116 3.162
Share (%) 77,6 3,1 15,6 3,7 100,0
2011 Assets (EURmln.) | 2.660 106 593 127 3.486
Share (%) 76,3 3,0 17,0 3,6 100,0
2012 Assets (EURmln.) | 2.830 131 745 116 3.822
Share (%) 74,0 3,4 19,5 3,0 100,0
2013 Assets (EURmIn.) | 3.060 133 919 113 4.225
Share (%) 72,4 3,1 21,8 2,7 100,0
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2014 Assets (EUR mln.) 3.187 140 1.094 113 4.534
Share (%) 70,3 3,1 24,1 2,5 100,0
2015 Assets (EUR mln.) 3.387 153 1.237 120 4.897
Share (%) 69,2 3,1 25,3 2,5 100,0
2016 Assets (EURmln.) | 3.637 162 1.425 148 5.372
Share (%) 67,7 3,0 26,5 2,8 100,0
2017 Assets (EURmln.) | 3.878 177 1.653 194 5.902
Share (%) 65,7 3,0 28,0 3,3 100,0
2017
2016
2015
M Banks
2014
2013 M Insurance and
reinsurance companies
2012 H Pension funds
2011
B Micro-credit
2010 organisations
2009
2008
2007
50% 60% 70% 80% 90% 100%
BANKING SECTOR
Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 2.829 3.049 3.187 3.387 3.637 3.876
Total assets as % of GDP 55,4 58,6 57,4 58,6 60,0 57,2
Number of bank employees 3.552 3.549 3.507 3.375 3.375 3.320
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Market concentration
2012 | 2013 | 2014 | 2015 | 2016 | 2017
Number of banks 9 9 10 10 10 10
Average assets per bank (EUR mln.) 314,4 |338,7 | 318,7 | 338,7 | 337,5 | 387,8
Market share of three largest banks (%) 69,3 67,4 67,2 65,3 63,3 61,0
70
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66
64
62
60
58
56
2012 2013 2014 2015 2016 2017
B Market share of three largest banks (%)

Ownership structure in 2017

Number of banks Share in total assets (%)
Banks with majority domestic ownership 2 11,7
Banks with majority foreign ownership 8 88,3
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Number of banks Share in total assets (%)
Composition of banks' assets
Cash funds Gross Fixed Securities Other
loans assets assets
2012 Amount (EUR mln.) 425,7 1.763,4 57,7 256,6 38,1
Share (%) 15,0 62,3 2,0 9,0 1,3
2013 Amount (EUR mln.) 463,3 1.794,5 55,5 354,5 40,3
Share (%) 15,1 59,0 2,0 11,6 1,3
2014 Amount (EUR mln.) 447,1 1.882,3 53,7 383,8 27,9
Share (%) 14,0 59,0 1,7 12,0 0,9
2015 Amount (EUR mln.) 491,2 2.019,4 57,3 473,5 29,8
Share (%) 14,5 59,6 1,7 14,0 0,9
2016 Amount (EUR min.) 457,3 2.230,0 58,5 510,3 39,0
Share (%) 12,6 61,3 1,6 14,0 1,1
2017 Amount (EUR mln.) 426,8 2.930,5 58,5 459,5 42,7
Share (%) 11,6 65,1 1,6 12,5 1,2
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Composition of banks' liabilities

Balance
Deposits from Other Other Subordinated Own Total
P other borrowing liabilities debt resources
banks
Amount
2012 (EUR min.) 2.279,1 6,0 18,9 223,6 31,0 270,7 2.829,3
Share (%) 80,6 0,2 0,7 7,9 1,1 9,6 100,0
Amount 2.449,0 16,5 13,4 246,2 56,3 2778 | 3.059,3
2013 (EUR miln.)
Share (%) 80,1 0,5 0,4 8,0 1,8 9,1 100,0
Amount
2014 (EUR min.) 2.537,0 31,8 14,9 232,7 47,3 323,1 3.186,8
Share (%) 79,6 1,0 0,5 7,3 1,5 10,1 100,0
Amount 2.702,9 43,4 17,6 191,2 36,9 3927 | 3.384,7
2015 (EUR mln.)
Share (%) 79,9 1,3 0,5 5,6 1,1 11,6 100,0
Amount 2.897,8 59,1 17,8 203,4 38,4 4206 | 3.637,1
2016 | (EURmlIn.)
Share (%) 79,7 1,6 0,5 5,6 1,1 11,6 100,0
Amount
2017 (EUR mln.) 2.887,8 88,4 16,9 183,1 38,3 456,7 3.671,2
Share (%) 78,7 2,4 0,5 5,0 1,0 12,4 100,0
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B Deposits M Other borrowing m Other liabilities M Subordinated debt ® Own resources
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Maturity structure of deposits and loans

Short- Long-term Total Short- Long-
term deposits deposits term term Total
deposits p loans loans
Amount
2012 | (EURmln) 1.287,7 989,1 2.276,8 372,1 1.389,6 1.761,6
Share (%) 56,5 43,4 100,0 21,1 78,8 100,0
Amount
2013 | (EURmin) 1.520,8 928,2 2.449,0 448,6 1.345,9 1.794,5
Share (%) 62,1 37,9 100,0 25,0 75,0 100,0
Amount
2014 | (EURmin) 1.281,2 1.255,8 2.537,0 442,3 1.440,0 1.882,3
Share (%) 50,5 49,5 100,0 23,5 76,5 100,0
Amount
2015 | (EUR mln) 1.551,5 1.224,4 2.702,9 367,5 1.651,9 2.019,4
Share (%) 54,7 45,3 100,0 18,2 81,8 100,0
Amount
2016 | (EURmin) 1.677,8 1.220,0 2.897,8 468,3 1.761,7 2.230,0
Share (%) 57,9 42,1 100,0 21,0 79,0 100,0
Amount
2017 | (EURmln) 1.698,0 1.189,8 2.887,8 565,6 2.364,9 2.930,5
Share (%) 58,8 41,2 100,0 19,3 80,7 100,0
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Currency structure of deposits and loans

Deposits in the Deposits in Loans in the Loans in foreign
local currency | foreign currency | local currency currency
Amount
2012 | (EUR mln) 2.147,0 129,8 1.752,8 8,8
Share (%) 94,3 5,7 99,5 0,5
Amount
2013 | (EUR min) 2.311,9 137,1 1.789,1 5,4
Share (%) 94,4 5,6 99,7 0,3
Amount
2014 | (EUR min) 2.402,5 134,5 1.876,7 5,7
Share (%) 94,7 5,3 99,7 0,3
Amount
2015 | (EUR mln) 2.554,2 148,7 2.013,3 6,1
Share (%) 94,5 5,5 99,7 0,3
Amount
2016 | (EUR min) 2.752,9 144,9 2.225,5 4,5
Share (%) 95,0 5,0 99,8 0,2
Amount
2017 | (EUR mln) 2.749,2 138,6 2.927,6 2,9
Share (%) 95,2 4,8 99,9 0,1
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Deposits' and loans' rates for households

2012 2013 2014 2015 2016 2017
Deposit rate 2,9 2,7 0,9 1,1 1,0 1,0
Loan rate 11,8 11,6 9,0 8,4 7,9 7,3
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W Deposit rate M Loan rate
Deposits' and loans' rates for enterprises
2012 2013 2014 2015 2016 2017
Deposit rate 2,7 2,6 1,9 1,5 1,6 1,7
Loan rate 11,8 11,8 9,4 7,4 6,8 6,5
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2012 2013 2014 2015 2016 2017
B Deposit rate M Loan rate

The basic features of the banking sector

Stable capitalization Lower capital of loan-portfolio
Regulatory T_otal Capital Non-_ Ratio of non-
capital weighted adequacy Total loans performing performing to
(EUR mln.) risk (EUR rate (%) (EUR min.) loans (EUR total loans (%)
mlin.) mln.)
2012 211,7 1.760,0 17,2 1.770,0 115,1 6,5
2013 291,4 1.760,0 16,7 1.800,0 156,6 8,7
2014 340,3 1.950,0 17,8 1.890,0 156,9 8,3
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2015 408,9 2.160,0 19,0 2.010,0 124,6 6,2

2016 434,1 1.900,0 17,9 2.170,0 106,3 4,9
2017 483,4 2.200,0 18,0 2.387,0 74,0 31
Positive financial performance
Net profit/loss (EUR min.) Return on equity (%)

2012 10,2 4,0

2013 20,1 12,5

2014 60,1 20,2

2015 94,7 26,4

2016 75,5 18,5

2017 85,3 21,3

INSURANCE SECTOR

Legal and institutional framework

The Law on Insurance (Law No. 05/L-045, Official Gazette of the Republic of Kosova, No
38/2015) was passed on 30 November 2015. The Law on Compulsory Motor Liability Insurance
(Law No. 04/L-018, Official Gazette of the Republic of Kosova, No 4/2011) was passed on 23
June 2011.

Before these laws, in Republic of Kosovo, insurance sector had been working based on UNMIK
regulation 2001/25, and some 30 Rules, prepared from Central Bank of Kosovo - CBK, which is
regulatory and supervisory authority for insurance sector in Kosovo. The CBK has exclusive
responsibility for setting standards and issuing regulations, directives and guidelines concerning
the behavior of insurers, reinsurers, insurance intermediaries and other entities which conduct
activities envisaged by the Law on Insurance.

Institutional framework

Currently in Insurance Sector there are two institutions/organizations which participate actively
in insurance market/sector. Those are Insurance Association of Kosova and Kosovo Insurance
Bureau.

The Insurance Association of Kosova was founded with an aim to improve the insurance
industry in Kosovo, to assist in the stabilization of the insurance market, to offer education for
the staff of insurance companies, and to increase the human resources in general, in the
insurance field. Another priority of the Association are the organization of the different
seminars, workshops, and conferences, national and international ones, and to deal with the
information of the public in the field of insurance in general.

The Kosovo Insurance Bureau was established on 07 August 2011 by ten insurance companies
licensed to operate in the Republic of Kosovo, based on Law No. 04/L-018 on Compulsory Motor
Liability Insurance.

The Kosovo Insurance Bureau is a professional organization with legal entity capacity,
established for non-profit purposes. The Government of the Republic of Kosovo recognizes its
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institutional status of the National Insurance Bureau with unrestricted rights, in the capacity of a
payment and treatment bureau, guaranteeing the implementation of all obligations stipulated
under the international insurance card system.

The Bureau is funded by its members and its activity is supervised by the Central Bank of
Kosovo. Within the Kosovo Insurance Bureau operate the Compensation Fund, Border
Insurance, Insurance Information Center and the Green Card.

Total premium income

Nonlife Life Total

EUR (mln.) 48,3 - 48,3

2007

Share (%) 100,0 - 100,0

EUR (mln.) 52,5 - 52,5

2008 Share (%) 100,0 - 100,0
Premium growth index 08/07 108,5 - 108,5

EUR (mln.) 64,3 0,1 64,5

2009 Share (%) 99,8 0,2 100,0
Premium growth index 09/08 122,6 - 122,9

EUR (mln.) 61,8 0,7 62,5

2010 Share (%) 98,9 1,1 100,0
Premium growth index 10/09 96,1 500,0 97,0

EUR (mln.) 67,6 1,0 68,6

2011 Share (%) 98,5 1,5 100,0
Premium growth index 11/10 109,4 142,9 109,8

EUR (mln.) 69,3 1,5 70,8

2012 Share (%) 97,9 21 100,0
Premium growth index 12/11 102,5 150,0 103,2

EUR (mln.) 77,1 2,1 79,1

2013 Share (%) 97,5 2,7 100,0
Premium growth index 13/12 111,3 140,0 111,7

EUR (mln.) 79,6 2,4 82,1

2014 Share (%) 97,0 2,9 100,0
Premium growth index 14 /13 103,2 114,3 103,8

EUR (mln.) 77,3 2,7 80,0

2015 Share (%) 96,6 3,4 100,0
Premium growth index 15/14 97,1 112,5 97,4

EUR (mln.) 80,9 2,6 83,5

2016 Share (%) 96,9 31 100,0
Premium growth index 16/15 104,7 96,3 104,4

EUR (mln.) 84,2 2,5 86,7

2017 Share (%) 97,1 2,9 100,0
Premium growth index 17/16 101,7 103,4 102,0
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 Total
H Life
H Nonlife

EUR millions

100

Insurance penetration and insurance density

Premium as % of GDP

Premium per capita (EUR)

Nonlife 1,42 22,7
2007 Life - -
Total 1,42 22,7
Nonlife 1,35 24,1
2008 Life - -
Total 1,35 24,1
Nonlife 1,58 29,1
2009 Life 0,00 0,1
Total 1,58 29,2
Nonlife 1,40 35,6
2010 Life 0,02 0,4
Total 1,42 36,0
Nonlife 1,40 38,0
2011 Life 0,02 0,6
Total 1,42 38,5
Nonlife 1,37 38,2
2012 Life 0,03 0,8
Total 1,40 39,0
Nonlife 1,45 42,3
2013 Life 0,04 1,2
Total 1,48 43,4
Nonlife 1,43 441
2014 Life 0,04 1,3
Total 1,47 45,5
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Nonlife 1,33 43,6

2015 Life 0,05 1,5

Total 1,38 45,1

Nonlife 1,33 45,3

2016 Life 0,04 1,5

Total 1,38 46,8

Nonlife 1,34 46,8

2017 Life 0,04 1,4

Total 1,38 48,2

2017
2016
2015
2014

2013
u Total

H Life

H Nonlife

2012
2011
2010
2009
2008

2007

0,00 0,20 0,40 0,60 0,80 1,00 1,20 1,40 1,60 1,80
Insurance penetration (%)

2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007

= Total
H Life
H Nonlife

0,0 10,0 20,0 30,0 40,0 50,0 60,0
Insurance density (EUR)
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Ownership structure in 2017

Nonlife Life Composite | Reinsurance Total

Number of companies with ; 0 ) ) 7
majority domestic ownership
Number of companies with

o . . 5 3 - - 8
majority foreign ownership
Market share of companies
with majority domestic 52,2 0,0 n/a - 50,7
ownership (%)
Market share of companies
with majority foreign 47,8 100,0 n/a - 49,3
ownership (%)

14
12
B Number of companies with
10 - L ; .
majority foreign ownership
8 .
B Number of companies with
6 - majority domestic ownership
4 .
0 — T
Nonlife Life
100% -
80% -
60% - B Market share of companies with
majority foreign ownership
m Market share of companies with
40% - L . .
majority domestic ownership
20% -
0% -
Nonlife Life

Insurance association activities

- Insurance Association of Kosovo - IAK, since its founding has had a very close
cooperation with the associations in the region, especially with the association from
Albania, in regard of trainings and exchange of ideas for insurance sector.

- IAK also has played a key role in protection of insurer’s interests in the insurance market

of Kosovo, and is actively lobbying on behalf of the market for the better of the insurance
sector. One of the issues in which IAK was involved actively for protection of insurer’s
interests are negotiations for reducing the taxes for insurance companies.
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- TAK also is involved very actively in changing the insurance legislation in Kosovo, and
took part very actively in preparation of the draft law on motor compulsory insurance,
which is waiting to be approved this year from Assembly of Kosovo.

- 1AK is very dedicated for education of insurers through different trainings with most
reputable international organizations in insurance.

- Several trainings have taken place about risk management for the insurance companies
in Kosovo.

- The institution of Arbitration is present in Insurance market in Kosovo, although not
very active because there no disputes which requires arbitration for different insurance
disputes. IAK plays a key role whenever is necessary for arbitration.

- TAK has participated and assisted in creation of an on-line system for claims for
insurance companies in Kosovo, and according to which system insurance market and
the companies will have better statistical data for losses/claims.

- IAK played a key role in educating people from insurance companies for actuarial
services, in close cooperation with the Insurance Association of Albania and an
organization from USA named FSVC (Financial Services Voluntary Corps).

- Solvency Il Regime, in Kosovo is not applicable yet, while preparations are on-going.

- TAK is involved actively in combating the unfair competition, by organizing regular
meetings with the companies in order to overcome this issue.

OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds?!>

Laws which regulate pension funds are Law No 05/1-116 on amending and supplementing the
Law No 04/1-101 on Pension Funds of Kosovo, amended and supplemented by the Law No 04/1-
115 and Law No 04/1-168 (Official Gazette of the Republic of Kosovo 3/17).

Investments on pension funds are regulated by law, monitored by the Central Bank of the
Republic of Kosovo (CBK) and well managed from Trust Board. Kosovo Pension savings trust
(“Trusti”) was established in August 2002 to administer and manage mandatory and voluntary
pension contributions of Kosovo’s employers. Kosovo pension found “Trusti” is supervised by
the CBK.

Number of pension funds

During 2017 the pension system continues to have the same number of operators as in the
previous year. In the pension industry, two pension funds operated, which administered the
pension assets, respectively the Kosovo Pension Saving Fund established by the Kosovo
Assembly with an exclusive mandate to administer compulsory pension contributions (second
pillar) and the Slovenian Kosovo Pension Fund, licensed by the CBK to administer only voluntary
pension funds (third pillar).

15 Data from the Central Bank of the Republic of Kosovo (https://bgk-kos.org/?id=102).
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Pension funds' net assets
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Investment structure of pension funds
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Micro-credit organisations!®

Law which regulates micro-credit organisations is Pristina Law on Banks, Microfinance
Institutions and Non-bank Financial Institutions (Official Gazette of the Republic of Kosovo
04/L-093).

The vast majority of MFIs in Kosovo have NGO status. They are licensed as microfinance
institutions and supervised by the regulations of the CBK.

16 Data from the Association of Microfinance Institutions of Kosovo
(http://amik.org/en/Microfinance-Sector-in-Kosovo/Current-Sector-Information).

139



Sector growth during 2017

The amount of active loans in December 2017 reached EUR 134,2 million distributed to 70.000
clients. Compared to December 2016, data from AMIK members reported an increase in active
loans by 35,5% in December 2017. Compared to the previous month there is an increase of
2,4%, whereas the increase over the year 2017 was for EUR 35,2 million.

Leasing companies!’

Law which regulates leasing companies is Law on Leasing (Official Gazette of the Republic of
Kosovo 03/L-103).

The leasing sector in Kosovo is at an early stage of development and at the moment Raiffeisen
Leasing Kosovo (RLKO) is the only financial institution that offer this instrument in the
country. RLKO was established on May 2008 as the first company licensed for providing
financial leasing in Kosovo and officially started their business activities in 2009. The company’s
main activity is to provide financial leasing for vehicles, equipment or machinery as well as real
estate. RLKO is a member of one of the most active financial groups in the Central and Eastern
European market. RLKO is fully owned by Raiffeisen Bank Kosovo, which in turn is a subsidiary
of Raiffeisen Bank International, an international banking group with operations in many
countries where the EBRD invests. RLKO operates as a non-bank financial institution and
provides lease financing to micro, small and medium-size enterprises and private individuals.
The founders are (1) Raiffeisen Bank Kosovo ]JSC, Pristina - participates with 70% of the shares
and (2) Raiffeisen Leasing International GmbH, Vienna - participates with 30% of the shares.

17 Data from the Raiffeisen Leasing Kosovo LLC (RLKO) (http://raiffeisenleasing-kosovo.com/en-
us/Financial-Leasing).
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MONTENEGRO

Report for Montenegro has been done on the basis of official reports of Central Bank of
Montenegro, National Bureau of Montenegro Insurers, Insurance Supervision Agency and other
relevant institutions.

MACROECONOMIC INDICATORS
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2008 629 3.339 5.384 8,1 16,8 416 8,6
2009 632 3.003 4.779 -5,3 19,1 463 1,5
2010 619 3.023 4.801 1,1 12,1 479 0,5
2011 620 3.265 5.265 3,2 13,2 484 2,8
2012 621 3.181 5.126 -2,7 13,5 487 51
2013 621 3.362 5.412 3,5 14,9 479 0,3
2014 622 3.458 5.561 1,8 14,9 477 -0,3
2015 622 3.655 5.873 3,4 14,9 480 1,4
2016 622 3.954 6.352 2,9 17,7 499 1,0
2017 622 4.237 6.807 4,4 16,1 510 1,9
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
Insurance and Micro-credit Leasing
Financial institution Banks reinsurance L ) Total
. organlsatlons companles
companies
2012 Assets (EUR mln.) 2.808 142 36 144 3.130
Share (%) 89,7 4,5 1,2 4,6 100,0
2013 Assets (EUR mln.) 2.959 156 35 117 3.267
Share (%) 90,6 5 1,1 3,7 100,0
2014 Assets (EUR mln.) 3.136 169 38 88 3.431
Share (%) 91,4 4,9 1,1 2,6 100,0
2015 Assets (EUR mln.) 3.472 182 49 48 3.750
Share (%) 92,6 4,8 1,3 1,3 100,0
2016 Assets (EUR min.) 3.790 197 55 42 4.084
Share (%) 92,8 4,8 1,4 1,0 100,0
2017 Assets (EUR mln.) 4.182 207 61 43* 4.084
Share (%) 92,8 4,8 1,4 1,0 100,0

*Last data for 30.06.3017. (Ministry of Finance)
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BANKING SECTOR

Legal and institutional framework

Laws that regulate the banking sector in Montenegro are: Central Bank of Montenegro Law, The
Banking Law, Law on Bank Bankruptcy and Liquidation, Payment System Law, Financial
Stability Council Law, Deposit Protection Law, Law on Prevention of Money Laundering and
Terrorist Financing,.

The most important institutions that represent the infrastructure in the banking sector are:
Central Bank of Montenegro (CBCG), Financial Stability Council, Deposit Profection Fund,
Association of Montenegrin Banks, 15 licensed commercial banks and 7 licensed micro-credit
institutions.

Montenegro has very limited monetary instruments at its disposal since it is dollarized economy.
The supervision is not separate from the Central bank.

Banks are obliged to implement Basel Il standards. CBCG is preparing a new set of laws with the
aim of implementation of Basel IIl standards. The new Banking Law and related secondary
legislation should be prepared by the end of 2018 and enter into force during 2019. This will be
done thorugh the EU technical assistance project to Montenegrin regulators (Twinning Project
"Support to Regulation of Financial Services') that started in April 2018 and will result in
adoption of the new regulatory framework that will be fully compliant with the EU Directive
2013/36 and the Regulation 575/2013 i.e. Basel Il standards. IAS 39 has been implemented in
January 2013, while IFRS 9 has been implemented in January 2018.
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With regard to the non-banks sector, the law on financial leasing, factoring, purchase of
receivables, micro-lending and credit-guarantee operations was adopted in October 2017.

Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 2.808 2.959 3.137 3.472 3.790 4.182
Total assets as % of GDP 89,2 88,7 95,8 90,7 95,9 99,5
Number of bank employees 2.325 2.303 2.379 2.501 2.500 2.460
4.500 102
4.000 100
3.500 8
96
3.000
94
2.500
92
2.000
90
1.500
88
1.000 86
500 84
0 82
2012 2013 2014 2015 2016 2017
B Total assets (EUR min.) - left scale ====Total assets as % of GDP - right scale
Market concentration
2012 2013 2014 2015 2016 2017
Number of banks 11 11 12 14 15 15
Average assets per bank 255,3 269,0 261,4 248,0 252,7 278,8
(EUR min.)
Market share of the largest
bank (%) 23,0 20,9 18,2 16,9 15,7 14,7
Market share of the three
largest banks (%) 52,4 50,1 46,8 43,4 40,1 38,3
Market share of the five
largest banks (%) 72,3 70,4 68,2 65,9 63,3 60,8
Number of banks with
market share less than 3% 2 2 3 5 > 4
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Ownership structure in 2017

Number of banks

Share in total
capital (%)

Share in total
assets (%)

Banks with majority domestic

ownership 6 2L7 27,0
- central government - - -
- other domestic entities 6 21,7 27,0
Banks with majority foreign ownership 9 78,3 73,0
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Share in total capital (%)
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Composition of banks' assets

Cash funds | Net loans Fixed Government Other
assets bonds assets
2012 Amount (EUR mln.) 739,2 1.731,0 50,5 52,3 235,3
Share (%) 26,3 61,6 1,8 1,9 8,4
2013 Amount (EUR min.) 392,3 2.241,3 51,3 54,7 219,6
Share (%) 13,3 75,7 1,7 1,8 7,5
2014 Amount (EUR mln.) 498,6 2.213,2 50 48,1 326,3
Share (%) 15,9 70,6 1,6 1,5 10,4
2015 Amount (EUR min.) 640 2.257,5 58,5 155,3 361,1
Share (%) 18,4 65,0 1,7 4,5 10,4
2016 Amount (EUR min.) 798,2 2.289,1 63,5 213,1 426,4
Share (%) 21,1 60,4 1,7 5,6 11,2
2017 Amount (EUR mln.) 882 2.592,2 65,5 191 451,4
Share (%) 21,1 62,0 1,6 4,6 10,8
80
70
__ 60
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*é 50
T 40
9
< 30
2
20
) | | I
2012 2013 2014 2015 2016 2017
W Cash funds  ® Net loans Fixed assets M Government bonds M Other assets

Composition of banks' liabilities

Interbank
Interbank .
Government b . borrowing - Total
) orrowing - . e Y erens
deposits . domestic liabilities
foreign banks
banks
2012 Amount (EUR min.) 219,9 365,5 - 2.519,6
Share (%) 8,7 14,5 - 100,0
2013 Amount (EUR min.) 2279 289,7 33,3 2.561,4
Share (%) 8,9 11,3 1,3 100,0
2014 Amount (EUR mln.) 294,6 194,7 53,7 2.692,2
Share (%) 10,9 7,2 2 100,0
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2015 Amount (EUR mln.) 365,1 177,5 82,8 3.009,9
Share (%) 12,1 5,9 2,8 100,0
2016 Amount (EUR mln.) 458,2 209,8 99,1 3.303,5
Share (%) 13,9 6,4 3 100,0
2017 Amount (EUR min.) 501,4 182,0 97,1 3.667,9
Share (%) 13,7 5,0 2,7 100,0
16
14
S
o 12
@
=10
=
— 8
S
e ® I
(]
s 4
’ I I
2
0

2012 2013

2014

B Government deposits B Interbank borrowing - foreign banks

Maturity structure of deposits and loans

2015

2016

2017
Interbank borrowing - domestic banks

Short- Long-term | Total Short- Long- Total
term . . term term
. deposits | deposits loans
deposits loans loans
Amount |, r 330,0 1.980,7 390,7 14718 | 1.862,5
2012 | (EURmIn)
Share (%) 83,3 16,7 100,0 21,0 79,0 100,0
Amount |, 110 ¢ 500,7 2.118,3 711,4 15299 | 2.241,3
2013 | (EUR mln.)
Share (%) 76,4 23,6 100,0 31,7 68,3 100,0
Amount
2014 | (EURmin) | 16453 682,4 2.327,7 647,2 15660 | 2.213,2
Share (%) 70,7 29,3 100,0 29,2 70,8 100,0
Amount
2015 | (EURmIn) | 18557 786,1 2.641,8 693,1 15644 | 2.257,5
Share (%) 70,2 29,8 100,0 30,7 69,3 100,0
Amount |, 53 655,6 2.885,6 557,3 17322 | 2.289,5
2016 | (EURmIn)
Share (%) 773 22,7 100,0 243 75,7 100,0
Amount 567,1 2.712,0 | 3.279,1 637,9 19543 | 2.592,2
2017 | (EURmln.)
Share (%) 82,7 17,3 100,0 246 754 100,0
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Currency structure of deposits and loans

Deposits in Deposits in Loans in Loans in other
EUR other currency EUR currency
2012 Amount (EUR mln.) 1.901,5 79,2 1.827,4 351
Share (%) 96,0 4,0 98,1 1,9
2013 Amount (EUR mln.) 2.020,8 76,9 2.153,8 87,5
Share (%) 96,3 3,7 96,1 39
2014 Amount (EUR mln.) 2.2131 95,1 2.125,8 87,4
Share (%) 95,9 4,1 96,1 39
2015 Amount (EUR mln.) 2.443,3 181,7 2.072,9 184,6
Share (%) 93,1 6,9 91,8 8,2
2016 Amount (EUR mln.) 2.694,6 190,9 2.143,9 145,6
Share (%) 93,4 6,6 93,6 6,4
2017 Amount (EUR mln.) 3.047,6 2316 2.419,6 172,6
Share (%) 92,9 7,1 93,3 6,7
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2012 2013 2014 2015 2016 2017
H Loansin EUR M Loansin other currency
Deposits' and loans' rates for households
2012 2013 2014 2015 2016 2017

Deposit rate - less than year 5,2 3,9 3,1 2,2 1,9 1,8
Deposit rate - more than year 4,7 4,7 4,3 3,7 3,7 3,5
Loan rate - less than year 11,8 11,3 12,0 10,1 8,9 9,0
Loan rate - more than year 10,1 10,1 9,8 9,8 8,7 8,2
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Deposits' and loans' rates for enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 51 3,6 2,6 1,4 1,3 1,2
Deposit rate - more than year 2,9 3,0 3,2 2,5 3,1 3,1
Loan rate - less than year 10,0 9,6 9,0 8,2 57 5,4
Loan rate - more than year 8,8 8,6 8,3 7,2 6,4 55
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The basic features of the banking sector

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Non-. Ratio of non-
capital Welghted adequacy Total loans | performing performing to
(EUR mln.) risk (EUR rate (%) (EURmin.) | loans (EUR total loans (%)
mln.) mln.)
2012 290,2 1.972,8 14,7 2.342,0 327,8 14,0
2013 270,2 1.870,8 14,4 2.414,0 423,2 17,5
2014 315,0 1.947,2 16,2 2.367,2 375,6 15,9
2015 328,1 2.120,1 15,5 2.385,6 299,9 12,6
2016 357,9 2.226,8 16,0 2.415,8 248,6 10,3
2017 394,6 2.410,4 16,4 2.700,5 197,0 7,3
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total | Liquid assets to short-term
(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 -56,5 -2,0 24,0 40,1
2013 2,0 0,1 20,0 32,2
2014 23,8 0,8 22,2 35,7
2015 -4,1 -0,1 24,8 40,1
2016 58 1,2 24,5 34,8
2017 35,1 7,0 25,3 35,6
INSURANCE SECTOR

Legal framework

The Insurance Law was passed on 15 December 2006 and came into effect on 30 December
2006. The law was amended on 17 August 2012 and on 17 August 2016 to bring it into closer
compliance with the EU insurance directives.

Nonlife insurance premium tax was introduced on 1 May 2004 by the Law on Tax on Insurance
Premiums. The law was amended from 1 January 2014 to establish a uniform tax rate of 9% on
all classes of non-life business except personal accident, voluntary health and agriculture.

The Law on the Bankruptcy and Liquidation of Insurance Companies was passed on 24 July 2015
and came into effect on 06 august 2015, replacing the previous legislation.

The current Law on Compulsory Transport Insurance was passed on 26 July 2012 and came into
force on 9 August 2012, replacing the previous legislation.

Insurance sector in Montenegro is compliant with the Solvency I regime. Amendment under
Insurance Law, which came into force in 2016, was proposed by Insurance Agency in order to
introduce missing elements from Solvency I regime.

Priority policies of the Government over the next three year period that could affect the
insurance sector:
- Deregulation of MTPL premiums,
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- Implementing the Solvency Il requirements and EU supervisory standards - due before
Montenegro accession to the EU.

Institutional framework

The institution responsible for supervision of insurance sector in Montenegro is the Insurance
Supervision Agency, which is independent in conducting activities under its scope of work.

During 2017 there were eleven insurance companies performing insurance business at the
Montenegrin insurance market. Five insurance companies conducted nonlife insurance business
only, while six insurance companies conducted life insurance business only. The Association -
National Bureau of Insurers is a legal entity, established to implement joint interests of
insurance companies engaged in compulsory transport insurance operations. The association
conducts its operations through established organizational parts, without legal entity status:

- Green Card Bureau,

- Guarantee Fund,

- Informational Center.

Minimal amount of share capital

Type of insurer EUR mln.
All nonlife classes 3
Particular nonlife classes 2

Life 3
Reinsurance 3

All classes (nonlife, life and reinsurance) Not allowed

In 2012, amendments under Law of insurance came into force and increased minimum
guarantee capital to the following levels:

- EUR 3 million for insurers writing third party liability, credit and surety;

- EUR 2 million for insurers writing other lines;

- EUR 3 million for life insurers and reinsurers.

Nonlife insurers and reinsurers were allowed one year from the effective date of the law to
increase their capital to the new minimum amount. Life insurers were allowed seven years from
the effective date of the law to increase their capital to the new minimum amount.

Total premium income

Nonlife Life Total
EUR (mln.) 45,1 5,9 51,0

2007
Share (%) 88,4 11,6 100,0
EUR (mln.) 53,3 7,3 60,6
2008 Share (%) 88,0 12,0 100,0
Premium growth index 08/07 118,2 122,7 118,7
EUR (mln.) 57,5 8,1 65,6
2009 Share (%) 87,7 12,3 100,0
Premium growth index 09/08 107,8 111,6 108,2
EUR (mln.) 53,8 8,4 62,2
2010 Share (%) 86,5 13,5 100,0
Premium growth index 10/09 93,6 103,5 94,8
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EUR (mIn.) 55,7 9,1 64,8
2011 Share (%) 86,0 14,0 100,0
Premium growth index 11/10 103,5 108,1 104,2
EUR (min.) 57,4 9,5 66,9
2012 Share (%) 85,8 14,1 100,0
Premium growth index 12/11 103,1 104,6 103,3
EUR (mln.) 61,9 10,9 72,8
2013 Share (%) 85,0 14,9 100,0
Premium growth index 13/12 107,7 114,8 108,7
EUR (mIn.) 59,9 12,6 72,4
2014 Share (%) 82,7 17,3 100,0
Premium growth index 14/13 96,7 115,5 99,5
EUR (mIn.) 64,0 12,9 76,9
2015 Share (%) 83,2 16,8 100,0
Premium growth index 15/14 106,9 102,9 106,2
EUR (min.) 66,5 13,7 80,2
2016 Share (%) 82,9 17,1 100,0
Premium growth index 16/15 103,8 106,0 104,2
EUR (min.) 67,6 14,2 81,8
2017 Share (%) 82,7 17,3 100,0
Premium growth index 16/15 101,7 103,4 102,0
2017
2016
2015
2014
2013
2012 m Total
M Life
2011 B Nonlife

2010

2009

2008

2007

EUR millions

90
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Insurance penetration and insurance density

Premium as % of GDP Premium per capita (EUR)

Nonlife 1,77 73

2007 Life 0,23 10
Total 2,00 82

Nonlife 1,60 86

2008 Life 0,22 12
Total 1,82 98

Nonlife 1,91 91

2009 Life 0,27 13
Total 2,18 104

Nonlife 1,78 86

2010 Life 0,27 13
Total 2,05 99

Nonlife 1,71 89

2011 Life 0,28 14
Total 1,98 104

Nonlife 1,81 89

2012 Life 0,30 15
Total 2,10 107

Nonlife 1,84 99

2013 Life 0,32 17
Total 2,16 117

Nonlife 1,73 96

2014 Life 0,36 20
Total 2,09 116

Nonlife 1,75 103

2015 Life 0,35 20
Total 2,10 123

Nonlife 1,68 107

2016 Life 0,35 22
Total 2,03 129

Nonlife 1,60 109

2017 Life 0,33 23
Total 1,93 131
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Market concentration

Average | Market Market Market Number of | Number of
premium | share of share of share of | companies (direct)
Number of per the the largest | the largest with employees
companies | company | largest three five market in the
(EUR company | companies | companies | shareless | insurance
min.) (%) (%) (%) than 3% sector
2007 6 8,5 66,5 - 93,9 2 -
2008 11 55 61,0 - 96,0 6 -
2009 11 6,0 54,6 - 90,6 5 -
2010 11 5,7 52,0 77,0 92,5 4 -
2011 12 54 45,4 72,4 90,3 6 814
2012 11 6,1 40,8 71,2 85,8 5 786
2013 11 6,6 38,9 68,3 88,7 5 737
2014 11 6,6 36,6 66,3 86,3 5 760
2015 11 7,0 38,0 66,2 86,0 4 740
2016 11 7,3 37,3 65,5 85,0 4 733
2017 11 7,4 36,6 65,0 85,1 4 761
2017
2016
® Market share of the largest
2015 . .
five companies
2014 ® Market share of the largest
three companies
2013 B Market share of the largest
company
2012
2011
2010
0% 20% 40% 60% 80% 100%
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Ownership structure in 2017

Nonlife Life Composite | Reinsurance Total

Number of companies with Not

. , . 1 1 0 2
majority domestic ownership allowed
Number of companies with Not

. . . 4 5 0 9
majority foreign ownership allowed
Total premium per major insurance classes

Insurance class 2016 2017

EUR mlin. Share (%) EUR mln. Share (%)

Accident 9,6 12,0 9,8 12,0
Health 1,8 2,2 1,8 2,3
Land motor vehicles 5,1 6,3 5,6 6,8
Railway 0,1 0,2 0,2 0,2
Aircrafts 0,5 0,6 0,5 0,6
Vessels 0,2 0,3 0,2 0,2
Goods in transit 0,4 0,4 0,5 0,6
Fllre and natural 4,0 5,0 3,4 4,2
disasters
Other property 5,9 7,4 6,3 8,3
insurance
MTPL 35,2 44,0 34,8 42,5
Aircraft liability 0,7 0,9 0,7 0,9
Use of vessels
liability 0,2 0,3 0,2 0,3
Other liability 1,3 1,6 1,5 1,8
Credit 0,3 0,3 0,3 0,4
Surety 0,0 0,0 0,0 0,0
l\l/llscel.laneous 01 0,2 0,2 0,2
financial losses
Legal protection 0,0 0,0 0,0 0,0
A551§tance - other 1.0 13 12 15
nonlife
NONLIFE 66,5 82,9 67,6 82,7
LIFE 13,7 17,1 14,2 17,3
TOTAL 80,2 100,0 81,8 100,0
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Share in total premium
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2017

Accident Health M Land motor vehicles
M Railway M Aircrafts M Vessels
B Goods in transit B Fire and natural disasters B Other property insurance
B MTPL m Aircraft liability B Use of vessels liability
H Other liability = Credit m Surety
 Miscellaneous financial losses = Legal protection M Assistance - other nonlife
Life

Insurance companies

Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife | Life Total | Nonlife | Life Total | 2017 (%)

1 Lovcen osiguranje 29,9 - 29,9 29,9 - 29,9 36,6

2 Sava osiguranje 11,7 - 11,7 12,4 - 12,4 15,1
Generali

3 osiguranje 11,0 - 11,0 10,9 - 10,9 13,3
Montenegro

4 Uniga neZivotno 10,5 10,5 10,4 10,4 12,7

5 Grawe osiguranje 51 5,1 6,1 6,1 7,4

6 Swiss osiguranje 3,5 3,5 4,1 41 5,0
Wiener Staditche

7 . - 3,0 3,0 - 3,8 3,8 4,6
Zivotno
Uniga zivotno

8 . . - 1,8 1,8 - 1,9 1,9 2,4
osiguranje

g | LovcenZivotna . 13 | 13 : 14 | 14 1,7
osiguranja

10 | Merkur osiguranje - 2,1 2,1 - 0,9 0,9 1,1

11 | Atlas Life - 0,4 0,4 - 0,1 0,1 0,1

Total 66,5 13,7 80,2 67,6 14,2 81,8 100,0

In 2017, Merkur osiguranje and Atlas life merged with Grawe osiguranje which took over all
rights and obligations from the merged companies.
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Wiener Staditche Zivotno = Uniga Zivotno osiguranje Lovéen Zivotna osiguranja

= Merkur osiguranje Atlas Life

OTHER RELEVANT FINANCIAL INSTITUTIONS
Pension funds!8

Law which regulates pension funds is the Law on Voluntary Pension Funds (Official Gazette
78/06,14/07,73/10,40/11).

The Securities Commission performs supervision over the pension fund management companies
and pension funds in Montenegro.

There are two pension fund management companies in Montenegro:
- DZU "Atlas Penzija", 18.3.2008. and
- DZU "Market Invest", 16.12.2008.

Pension Management Association "Atlas Penzija" a.d. Podgorica established a voluntary pension
fund "Penzija Plus", which was granted a permit by the Commission on July 16, 2008. Society for
managing the pension fund "Market Invest” a.d. Bijelo Polje founded voluntary pension fund
"Market Pensions", which was granted a license by the Commission on July 3, 2009.

Pension funds' membership

Number of members
31.12.2016. 31.12.2017.
DPF "Penzija Plus" 2.179 2.166
DPF "Market Penzija" 222 222
Total 2.401 2.388

18 Data from the Commission for the Capital Market of Montenegro (http://www.scmn.me/en/o-
komisiji/izvjestaji-o-radu).
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Pension funds’ investment structure

31.12.2016. 31.12.2017.
DPF "Penzija Plus" | DPF "Market Penzija" | DPF "Penzija Plus" | DPF "Market Penzija"
EUR ths. % EUR ths. % EUR ths. % EUR ths. %
Stocks 78,3 15,3 6,5 11,2 81,5 16,5 54 8,9
Securities 155,9 30,5 30,6 52,8 45,2 9,2 15,6 25,7
Deposits 269,7 52,8 0,0 0,0 288,8 58,5 0,0 0,0
Funds 6,9 1,4 20,7 35,8 78,4 15,9 39,7 65,4
Total 510,8 100,0 57,9 100,0 493,9 100,0 60,7 100,0
31.12.2017. 31.12.2016.
11,0%
21,3% 15,7% m Stock 4,9% 14,9% m Stock
M Securities M Securities

Money Deposits

\ 52,1% ‘

M Funds

‘ 47,4%

Money Deposits

B Funds

Investment funds?®

Law which regulates investment funds is the Law on Investment Funds (Official Gazette 54/11,

13/18).

The Securities Commission performs supervision over the investment fund companies in

Montenegro.

Number of investment funds

31.12.2016. 31.12.2017.
Open-end investment funds 5 5
Closed-end investment funds 5 4
Total 10 9

19 Data from the Commission for the Capital Market of Montenegro (http://www.scmn.me/en/o-

komisiji/izvjestaji-o-radu).
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Investment funds' net assets
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Investment structure of the investment funds
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Micro-credit organisations2?

Law which regulates credit unions is the Law on Banks (Official Gazette 17/08, 44/10, 40/11,
73/17).

Supervision over the operations of micro-credit organisations performs the Central Bank of
Montenegro.

A brief overview of micro-credit financial institutions (MFI) in 2017 is as follows:
1. Monte Credit DOO Podgorica

Montenegro Investments Credit DOO Podgorica

Ozmont DOO Podgorica

Alter Modus DOO Podgorica

Klikloan DOO Podgorica

Kredit + DOO Podgorica

Capital-Invest DOO Berane

No vtk W

Assets structure of MFI

60,0 56,7
50,6

50,0
«» 40,0
c
2
E 30,0
% m31.12.2016.
* 20,0 m31.12.2017.

10,0

26 21 22 24
0,0 -
Cash and deposit Net loans Other assets
accounts with central
banks

20 Data from the Central Bank of Montenegro.
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Liabilities structure of MFI

40,0
34,2

35,0

m31.12.2016.

m31.12.2017.

EUR millions
N
o
o

Loans Other liabilities Total capital

Structure of loans by sectors in 2017

1,3% 2,5%

B Financial sector
H Nonfinancial sector

I Population

Leasing companies?1

Law which regulates leasing companies is the Law on Financial Leasing, Factoring, Purchase of
Receivables, Micro-credit and Credit-guarantee Operations (Official Gazette 73/17).

Ministry of Finance performs supervision and regulation over the leasing companies in
Montenegro.

21 Data from the Ministry of Finance (http://www.mf.gov.me/pretraga/172115/TRzIsTE-LIZINGA-U-
CRNO]J-GORI-Izvjestaj-za-2016-godinu.html).
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Number of leasing companies

31.12.2015. 31.12.2016.
Number of leasing providers 4 4
Number of employees 47 45

Assets structure of leasing companies on 31.12.2016.

6,0%

1,0%

B Cash and cash equivalents

M Value Added Tax and AVR

m Property, plant, equipment and
biological assets

B Long-term receivables

B Long-term financial investments

 Receivables from customers

 Short-term financial investments

Leasing companies’ portfolio structure

31.12.2015. 31.12.2016.
Number Share EUR Share Number Share EUR Share
(%) mln. (%) (%) mln. (%)
Operational 249 18,8 30 | 17,9 304 234 | 36 22,4
lease
Financial lease 1.077 81,2 13,6 82,1 995 76,6 12,5 77,6
Total 1.326 100,0 16,6 | 100,0 1.299 100,0 | 16,0 100,0
Number of lease agreement contracts by the recipients of the leasing
1.000 208
900
800
700
600 508
500 H 2015
400 m 2016
300
200
100
5 2
0
Legal entities Natural persons Entrepreneurs
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Number of leasing companies’ active contracts by leased/lent assets

Subiect of leasin 31.12.2015. 31.12.2016. Growth
) & | Number of contracts % Number of contracts % 2016/2015
Passenger cars 1.201 90,6 1.155 88,9 96,2
Commercial
vehicles (trucks, 119 9,0 131 10,1 110,1
buses and vans)
Construction
machinery and 6 0,5 13 1,0 216,7
equipment
Total 1.326 100,0 1.299 100,0 98,0%
1.400
1.200
1.000
800
W 31.12.2015.
600
W 31.12.2016.
400
200
. B o
Passenger cars Commercial vehicles Construction machinery
(trucks, buses and vans) and equipment
Value of leasing companies’ active contracts by leased/lent assets
Obiect of leasin 31.12.2015. 31.12.2016. Growth
: & EUR min. % EUR min. % 2016/2015
Passenger cars 14,3 86,4 13,8 85,9 96,1
Commercial vehicles 21 124 19 121 942
(trucks, buses and vans) ’ ’ ’ ’ ’
Construction machinery
. 0,2 1,3 0,3 2,0 156,4
and equipment
Total 16,6 100,0 16,0 100,0 96,6
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Passenger cars Commercial vehicles Construction machinery
(trucks, buses and vans) and equipment
Number of leasing companies’ active contracts by sectors
31.12.2015. 31.12.2016.
Sector Active Active Growth
% % 2016/2015
contracts contracts
Agriculture, forestry and fishing 21 0,9 4 0,2 19,0
Construction 282 11,8 223 9,8 79,1
Shop 655 27,3 607 26,7 92,7
Accommodation services and food 88 3,7 91 4,0 103,4
Other services 497 20,7 569 25,0 114,5
Traffic 290 12,1 156 6,9 53,8
Financial activities 20 0,8 20 0,9 0,0
Industry 282 11,8 101 4,4 35,8
Health, education and social welfare 18 0,8 38 1,7 111,1
State administration 188 7,8 172 7,6 91,5
Other sectors 58 2,4 295 13,0 508,6
Total 2.399 100,0 2.276 100,0 94,9
700
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400
300
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NORTH MACEDONIA

Report for North Macedonia has been done on the basis of official reports of National Bank of the
Republic of North Macedonia, Insurance Supervision Agency and other relevant institutions. All
conversions from the national currency MKD to EUR have been made at official Midpoint
Exchange Rate of the National Bank of the Republic of North Macedonia for appropriate year.

MACROECONOMIC INDICATORS

] = —
& = © ) + < g
g | 8= 5 _ | & F ES | 2| E
T 2 = E © T —~ o = o & 9 o o~
Year = 2 o = = S = o o < g RS
i BSa=2 a = [s>] 3 — 2 JC-E; o © > s
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£ = s & 5 - s z = =
= T = =’ =
2011 2.060 7.544 3.665 2,3 31,4 348,2 2,8
2012 2.062 7.585 3.680 -0,5 31 349,1 4,7
2013 2.066 8.150 3.948 2,9 29 349,5 1,4
2014 2.069 8.562 4.141 3,6 28 349,7 -0,5
2015 2.071 9.061 4.377 3,8 26,1 368,8 -0,3
2016 2.074 9.723 4.691 2,9 23,7 381,5 -0,2
2017 2.075 10.241 4.936 1,6 22,4 387,86 1,4
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
o %]
o O o +
T.E E %) g é § ? g % [7,) o0 g — ]
s 3 = S S5 £EE€| EQ| E § ) S
B = S 5 aq, o < 2 = 2] = "5
C = 35} < 0 == T (3] -
=I7] M S g g = G cE | g g S [
=~ £ E L o = é = Q
2011 Assets (EURmIn.) | 5.385 210 262 4 151 73 6.084
Share (%) 88,5 3,5 4,3 0,1 2,5 1,2 100,0
2012 Assets (EURmIn.) | 5.738 212 347 5 113 78 6.494
Share (%) 88,4 3,3 53 0,1 1,7 1,2 100,0
2013 Assets (EURmIn.) | 6.007 226 441 12 97 83 6.867
Share (%) 87,5 3,3 6,4 0,2 1,4 1,2 100,0
2014 Assets (EURmIn.) | 6.511 267 579 32 70 50 7.508
Share (%) 86,7 3,6 7,7 0,4 0,9 0,7 100,0
2015 Assets (EURmIn.) | 6.878 285 662 47 55 86 8.014
Share (%) 85,8 3,6 8,3 0,6 0,7 1,1 100,0
2016 Assets (EURmlIn.) | 7.233 301 798 59 53 91 8.535
Share (%) 84,7 3,5 9,3 0,7 0,6 1,1 100,0
2017 Assets (EURmIn.) | 7.504 325 946 88 64 114 9.040
Share (%) 83,0 3,6 10,5 1,0 0,7 1,2 100,0
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BANKING SECTOR
Legal framework

Laws which regulate banks is Law on Banks (Official Gazette 67/07, 90/09, 67/10, 26/13,
15/15,153/15,190/16 and 7/19).

Supervision and regulation of banks in North Macedonia is performed by the National Bank of
the Republic of North Macedonia.

Banking sector size

2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 5.738 6.007 6.511 6.878 7.233 7.513
Total assets as % of GDP 75,6 73,7 76,3 75,8 74,8 74,9
Number of bank employees 6.026 6.048 5.988 5.968 5.985 5.929
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Market concentration

2012 2013 2014 2015 2016 2017

Number of banks 16 16 15 15 15 15
Average assets per bank (EUR 359 375 434 459 482 01
mln.)
Market share of the largest

23,5 23,5 23,2 22,9 22,7 22,7
bank (%)
Market share of the three 617 611 60.4 59.4 582 578
largest banks (%)
Market share of the five largest 745 741 748 743 743 746
banks (%)
Number of banks with market 7 3 7 6 6 7

share less than 3%
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M Market share of the three largest banks (%)

Ownership structure in 2017

Number of Share in total Share in total
banks capital (%) assets (%)
Banks w1.th majority domestic 4 29.9 205
ownership
- central government 1 16,5 9,2
- other domestic entities 3 83,5 90,8
Banks with majority foreign 11 701 70,5

ownership

80
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20
10
—

Number of banks

Share in total capital (%)

B Banks with majority domestic ownership
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Composition of banks' assets

Net Fixed Government | Other Total
Cash funds
loans assets bonds assets assets
Amount
2012 (EUR min.) 2.064 3.300 148 30 196 5.738
Share (%) 36,0 57,5 2,6 0,5 3,4 100,0
Amount
2013 (EUR min.) 2.050 3.505 174 94 184 6.007
Share (%) 34,1 58,4 2,9 1,6 3,1 100,0
Amount
2014 | (EURmln) 2.131 3.827 179 210 164 6.511
Share (%) 32,7 58,8 2,8 3,2 2,5 100,0
Amount
2015 (EUR mln.) 2.145 4,198 178 205 153 6.878
Share (%) 31,2 61,0 2,6 3,0 2,2 100,0
Amount
2016 | (EUR min.) 2.329 4,442 187 126 149 7.233
Share (%) 32,2 61,4 2,6 1,7 2,1 100,0
Amount
2017 | (EUR mln.) 2.277 4.695 181 191 169 7.513
Share (%) 30,3 62,5 2,4 2,5 2,3 100,0
100
90
80
S
= 70
2 60
(]
& 50
o
£ 40
(0]
& 30
ey
(%]
20
10
0
2012 2013 2014 2015 2016 2017
B Cash funds ® Net loans Fixed assets B Government bonds ® Other assets
Composition of banks’ liabilities
Households Interbank Interbank
and Government nterban borrowing Total
. . borrowing - . Other | .. [ ...
corporation deposits forei - domestic liabilities
. oreign banks
deposits banks
Amount
2012 (EUR mln.) 3.848 16 532 42 1.300 5.738
Share (%) 67,1 0,3 9,3 0,7 22,6 100
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Amount
1.347
2013 | (EUR mln.) 4.071 10 527 52 6.007
Share (%) 67,8 0,2 8,8 0,9 22,3 100
Amount
1.441
2014 | (EUR mln.) 4.509 9 516 36 6.511
Share (%) 69,3 0,1 7,9 0,6 22,1 100
Amount
1.543 .
2015 | (EUR mln.) 4.798 7 481 49 6.878
Share (%) 69,8 0,1 7 0,7 22,4 100
Amount
1.619 .
2016 | (EUR mIn.) 5.065 8 481 60 7.233
Share (%) 70 0,1 6,6 0,8 22,5 100
Amount
1.685
2017 | (EUR mln.) 5.321 8 443 56 7.513
Share (%) 70,8 0,1 59 0,7 22,5 100
80
s
8 60
E
©
= 40
S
=
;- I I I I I I
©
=
w
0 — — — — — —

2012

2013

2014

B Households and corporation deposits
Interbank borrowing - foreign banks

MW Others

Maturity structure of loans and deposits

2015

B Government deposits

2016

2017

B Interbank borrowing - domestic banks

Current Past due
accounts Short- Long- Total Short- | Long- and non- Total
) term term . term term )
and sight . . deposits performing | loans
> deposits | deposits loans | loans
deposits loans
Amount
(EUR 1.876 834 3.990 694 2.413 409 3.516
2012 min.)
Share 47 20,9 100,0 19,7 | 686 11,6 100,0
(%)
Amount
(EUR 1.791 1.040 4.215 736 2.544 462 3.741
2013 min.)
Share 42,5 24,7 100,0 19,7 68 12,3 100,0
(%)
Amount
(EUR 1.710 1.267 4.668 839 2.769 507 4.115
2014 min.)
Share 36,6 27,2 100,0 204 | 67,3 12,3 100,0
(%)
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2015

Amount
(EUR
mln.)

2.048

1.600

1.323

4.971

881

3.094

531

4.506

Share
(%)

41,2

32,2

26,6

100,0

19,5

68,7

11,8

100,0

2016

Amount
(EUR
mln.)

2.332

1.533

1.385

5.250

861

3.354

356

4.570

Share
(%)

44,4

29,2

26,4

100,0

18,8

73,4

7,8

100,0

2017

Amount
(EUR
mln.)

2.597

1.432

1.488

5.518

912

3.588

340

4.839

Share
(%)

47,1

26,0

27,0

100,0

18,8

74,1

7,0

100,0

Share in total (%)

Share in total (%)

100

2012

B Current accounts and sight deposits
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B Short-term loans
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Currency structure of deposits and loans

Deposits* in Deposits in Loans*** in Loans in
Loans
the local other the local . other
in EUR
currency currency currency currency
Amount
2.1 1.887 2. 2.024
2012 | (EUR mln.) 03 88 090 0 88
Share (%) 52,7 47,3 49,7 48,2 2,1
Amount
2.321 1.895 2.302 2.057 80
2013 | (EUR mln.)
Share (%) 55,1 449 51,9 46,3 1,8
Amount
2.692 1.976 2.655 2.166 83
2014 | (EUR miln.)
Share (%) 57,7 42,3 54,1 442 1,7
Amount
2.877 2.094 3.055 2.268 67
2015 | (EUR mln.)
Share (%) 57,9 42,1 56,7 42,1 1,2
Amount
2.993 2.258 3.221 2.223 51
2016 | (EUR miIn.)
Share (%) 57,0 43,0 58,6 40,5 0,9
A t
moun 3.164 2.354 3.509 2.277 36
2017 | (EUR mln.)
Share (%) 57,3 42,7 60,3 39,1 0,6

* Deposits in local currency refer to MKD deposits and MKD deposits with FX clause.

** Around 85% from FX deposits are in EUR.

*** The amounts provided for loans refer to the total credit exposure in local currency, EUR and other
currencies.

100
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8
2012 2013 2014 2015 2016 2017

o O

7
6
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Share in total (%)
o O O O o o

o

B Deposits in the local currency H Deposits in other currency

174




100

90
80
£ 70
T 60
(e}
£ 50
o 40
S 30
20
10
0
2012 2013 2014 2015 2016 2017
M Loans in the local currency M Loansin EUR M Loans in other currency
Deposits' and loans' rates in local currencies — households
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 4,1 3,1 2,3 1,5 1,5 1,1
Deposit rate - more than year 6,7 5,8 4,5 3,5 3,2 2,8
Loan rate - less than year 8,7 8,2 7,3 4,8 5,6 5,6
Loan rate - more than year 10,2 9,0 8,3 7,9 7,8 7,6

Note: The deposit and loan rates refer to the weighted interest rates for deposits and loans in local

currency.
12
10
8 8
Q
©
o 6
g
£ 4
. ] ] i
2012 2013 2014 2015 2016 2017
B Deposit rate — less than year B Deposit rate — more than year
M Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates in local currencies - enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 4,0 3,0 2,3 1,6 1,8 1,5
Deposit rate - more than year 6,6 54 4,3 3,4 3,1 2,7
Loan rate - less than year 8,1 7,5 7,2 6,6 6,0 5,2
Loan rate - more than year 8,0 7,5 71 6,7 6,2 5,5
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Interest rate (%)
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2012 2013 2014 2015 2016 2017

B Deposit rate — less than year B Deposit rate — more than year

M Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates in EUR - households

2012 2013 2014 2015 2016 2017

Deposit rate - less than year 6,3 4,1 3,5 2,1 2,0 1,9
Deposit rate - more than year 6,9 6,8 6,5 2,4 2,7 2,6
Loan rate - less than year 6,8 54 5,2 4,7 4,3 4,2
Loan rate - more than year 7,5 7,0 6,5 6,0 5,7 5,3
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x
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©
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o 3
IS
-2
0
2012 2013 2014 2015 2016 2017
B Deposit rate — less than year B Deposit rate — more than year
B Loan rate — less than year B Loan rate — more than year
Deposits' and loans' rates in EUR - enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 2,4 2,3 1,6 2,0 0,9 0,4
Deposit rate - more than year 7,6 7,4 4,2 2,9 3,4 1,9
Loan rate - less than year 7,7 7,3 6,9 6,4 55 49
Loan rate - more than year 8,2 7,8 7,3 6,9 5,9 5,2
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Interest rate (%)
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2012

2013 2014 2015 2016 2017

B Deposit rate — less than year B Deposit rate — more than year

M Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates in other currencies - households

2012 2013 2014 2015 2016 2017

Deposit rate - less than year 2,6 1,7 1,2 0,7 0,5 0,4
Deposit rate - more than year 3,8 3,3 2,5 1,9 1,6 1,4
Loan rate - less than year 7,6 6,9 7,2 7,8 4,8 4,5
Loan rate - more than year 7,7 7,2 6,7 5,8 5,4 4,9

9
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L6
[0}
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24
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: I I I
1
o I I I M I = I = I
2012 2013 2014 2014 2015 2016 2017
B Deposit rate — less than year B Deposit rate — more than year
M Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates in other currencies - enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 2,3 2,1 1,7 1,7 1,4 0,9
Deposit rate - more than year 3,5 2,9 2,6 1,4 1,4 1,2
Loan rate - less than year 7,0 6,4 59 57 5,0 4,6
Loan rate - more than year 6,5 6,3 6,0 57 5,2 4,6
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Interest rate (%)
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2012

B Deposit rate — less than year

2013

Loan rate — less than year

2014

The basic features of the banking sector

2015

2016

B Deposit rate — more than year

H Loan rate — more than year

1
OII‘Il‘ﬂ‘Il‘nlnl

2017

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Non—. Ratio of non-
- . . Total loans | performing .
capital (EUR | weighted risk | adequacy (EURmIn) | loans (EUR performing to
mln.) (EUR mln.) rate (%) min) total loans (%)
2012 723,6 4.227,4 17,1 3.515,9 368,9 10,5
2013 740,4 4.394,0 16,8 3.741,3 430,5 11,5
2014 736,9 4.707,0 15,7 4.114,5 466,3 11,3
2015 778,3 5.024,3 15,5 4.505,8 487,2 10,8
2016 808,9 5.313,6 15,2 4.569,9 300,9 6,6
2017 882,9 5.614,1 15,7 4.839,4 307,0 6,3
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total | Liquid assets to short-term
(EUR min.) equity (%) assets (%) financial liabilities (%)
2012 23,8 3,8 329 53,9
2013 37,6 5,7 32,8 57,3
2014 51,2 7,4 33,2 59,2
2015 75,3 10,4 31,4 54,8
2016 102,9 13,6 30,9 53,5
2017 106,6 13,5 29,8 51,7

In March 2012, the National Bank adopted a new Decision on the methodology for determining
capital adequacy, which prescribed the method of calculating the capital that banks needed to
cover the credit risk, operational risk, market risks and currency risk, and the way of calculating
their own funds. The calculation of the capital requirement for credit risk is based on the so-
called standardized approach in accordance with the Basel Il international capital agreement.
Under this approach, the capital requirement for credit risk arising from the on-balance sheet
and off-balance sheet claims of banks is determined by the credit rating assigned to the debtor
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or the claim by the recognized external institutions for the assessment of credit risk, or on the
basis of the credit risk of the country where the debtor's head office is located.

As part of the compliance process of the domestic regulations with the reforms of the
international capital standard Basel III, as well as with the provisions of the European
Regulation 575/2013 on prudential requirements for credit institutions and investment firms, in
the part of the structure of the banks' own fund, in December 2016, the National Bank adopted
amendments to the Decision on the methodology for determining the capital adequacy, which
were based on the amendments and additions to the Banking Law of October 2016. The most
significant amendments relate to the strengthening of the quality of own funds, both in terms of
their structure and in terms of the criteria that should be met by certain positions in order to be
a part of the banks' own funds. In this context, the own funds continue to be divided into Tier 1
and Tier 2 capital, but the new Decision changes the structure of the Tier 1 capital, which is
divided into Common Equity Tier 1 capital and Additional Tier 1 capital. The Common Equity
Tier 1 capital includes capital positions with the highest quality (equity capital and reserves)
which are fully and readily available to cover risks and losses during the bank's operation. The
new own funds component, the Additional Tier 1 capital, includes instruments which, among
other things, contain a clause for their transformation into instruments of the Common Equity
Tier 1 capital or for their write-off on temporary or permanent basis (reduction in the value of
their principal), if the so-called critical event occurs. The amendments to the Decision on the
capital adequacy replace current restrictions in terms of size and ratio of individual elements of
the own funds with the statutory prescribed minimal rates for the Common Equity Tier 1 capital,
Tier 1 capital and own funds, i.e. 4.5% for the Common Equity Tier 1 capital, 6% for the Tier 1
capital and 8% for the own funds of the risk-weighted assets. Thus, the greatest importance is
given to the Common Equity Tier 1 capital positions (shares, reserves, retained undistributed
profit), as capital positions with the highest quality.

INSURANCE SECTOR

Legal framework

Legal framework for insurance sector operations:

- Law on Insurance Supervision (Official Gazette 27/02, 98/02, 79/07, 88/08, 67/10,
44/11, 112/11, 188/13, 30/14, 43/14, 112/14, 153/15, 192/15, 23/16, 83/18 and
198/18),

- Law on Compulsory Traffic Insurance (Official Gazette 88/05, 70/06, 81/08, 47/11,
135/11,112/14 and 145/15),

- Law on Voluntary Health Insurance (Official Gazette 145/12 and 192/15),

- The Law on Obligations (Official Gazette 18/01, 4/02, 5/03, 84/08, 81/09, 161/09 and
123/13),

- Law on Trade Companies (Official Gazette 28/04, 84/05, 25/07, 87/08, 42/10, 48/10,
24/11,166/12,70/13,119/13,120/13, 187/13, 38/14, 41/14, 138/14, 88/15, 192/15,
6/16,30/16 and 61/16).

[t is not in accordance to Solvency II

Important changes in regulations of the insurance sector during last four years

The Law on Insurace Supervisiorincorporates the insurance principles and standards of the
International Association of Insurance Supervisors (IAIS), as well as the EU insurance directives.
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The Law regulates the establishment and operation of insurance undertakings, risk
management, role of authorized actuaries, financial reporting, internal and external auditing,
activities of insurance brokerage companies and insurance agency, supervision over insurance
undertakings, procedure for decision-making by the Insurance Supervision Agency, operations
of insurance and reinsurance pools, cooperation with supervisory agencies and EU authorities,
as well as penalty provisions.

During the 2013, the Law on Supervision of Insurance (Official Gazette 188/13) was amended.
These amendments were made in order to promote the method and procedure for passing the
exam required to obtain a license to practice as certified actuary, insurance broker, and
insurance agent as part of the systemic reform for implementing professional examinations
organized by public institutions in order to increase the cost-effectiveness and transparency in
their implementation. In addition, in 2013, the Constitutional Court of the Republic of Macedonia
adopted the Decision of the Constitutional Court no. 122/2011 (Official Gazette 23/13),
repealing certain articles of the Law on Insurance Supervision stipulating that a certificate from
competent institution confirming regular payment of public taxes has to be submitted in order
to obtain a permit for conducting insurance activities.

In 2014, two amendments and supplementation to the Law on Insurance Supervision were
adopted. The Law amending and supplementing the Law on Insurance Supervision (Official
Gazette 43/14) regulates the status of Insurance Supervision Agency employees and strengthens
the criteria for professional and expert capacity of persons elected to be members of Insurance
Supervision Agency’s Council of Experts, thus achieving more transparency in electing said
members. The Law amending and supplementing the Law on Insurance Supervision (Official
Gazette 112/14) defines citizens' rights for payment of pensions from second and third pension
pillars and supplementary health insurance. Also, these amendments introduce new line of
business with annuities for beneficiaries of pensions and non-contributory benefits from
compulsory and voluntary fully funded pension insurance, and voluntary health insurance.
Furthermore, the amendments regulate the manner in which bankruptcy or liquidation of an
insurance company is conducted, where the citizens’ assets for pensions and non-contributory
benefits are separated from the bankruptcy procedure of the undertaking, and are transferred to
another insurance undertaking, or to a pension company that will continue paying pension and
non-contributory benefits. The amendments also establish the procedure for appointing
members of a management body of an insurance company, when their number is reduced below
the statutory minimum. The amendments also introduce the requirement that auditors submit
their previous calendar year reports by April 30th of the current year concurrently to Insurance
Supervision Agency and the company's management and supervisory body. In addition, the
amendments modified the list of permitted investments in government securities.

In 2015, 2 amendments and supplements to the Law on Insurance Supervision were adopted.
The Law amending and supplementing the Law on Insurance Supervision (Official Gazette
153/15) harmonized with the Law on Misdemeanours (Official Gazette 124/15), setting a fixed
level of fines. Adoption of these amendments sets fines on persons in charge of legal entities up
to 30% of that imposed upon an insurance undertaking, brokerage company or agency. These
amendments also increase from 30 days to a maximum of 120 the amount of time the Insurance
Supervision Agency can provide for entities to remedy irregularities that it has identified.

The Law amending and supplementing the Law on Insurance Supervision (Official Gazette
192/15) establishes requirements that measure subject knowledge of candidates sitting for an
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exam. The amendments and supplements recommend reviewing exam questions twice a year,
blocking radio frequency ranges in rooms where exams given in order to prevent electronic
communication among candidates, and sanctioning authorized representatives to provide
exams, to identify candidates who may be in violation of law, and to compensate authorized
representatives who monitor exams and committee members who mark these exams.

In 2016 a Law on Amendment and Supplementation of the Law on Insurance Supervision was
adopted (Official Gazette 23/16), harmonized with the Law on Misdemeanors (Official Gazette
124/15), setting a legal basis for ISA to prescribe the request for obtaining consent for acquiring
qualified participation, as well as the procedure for obtaining documents ex officio by ISA when
issuing a license for performing insurance activities, insurance representation and insurance
brokerage activities. Penal provisions for non-compliance with the deadlines and the procedures
for obtaining documents are also introduced.

In 2018, the Law on Amendment and Supplementation of the Law on Insurance Supervision was
adopted (Official Gazette 83/18), which extended the list of recognized certificates for
knowledge of a foreign language as a necessary qualification for a member of the Council of
Experts.

Also, in the course of 2018, the Law on Amendment and Supplementation of the Law on
Insurance Supervision was adopted (Official Gazette 198/18) which further regulates:

- The fit and proper criteria for the persons who can become shareholders and members
of the management and supervisory bodies of the insurance company providing services
in order to preserve the stability and the safety of the insurance sector and provide
protection to insurers. Experience in the application of the Law on Insurance
Supervision and the best international practices has shown that the envisaged standards
of adequacy need to be strengthened in terms of experience, knowledge, reputation and
financial capacity of the shareholders and the bodies of the providers of insurance
services.

- Stipulate the competencies of the Insurance Supervision Agency in case of election of a
member of a supervisory body that does not fulfill the prescribed prescribed criteria by
law.

- The concept of taking the actuary exam changes, because the procedure for conducting
the exam for acquiring the title of an actuary through an electronic test on a computer
and answering questions and solving tasks based on a practical example proved to be
dysfunctional, and

- More precisely, the cases in which the Insurance Supervision Agency can take
appropriate measures if it determines that insurance companies, insurance brokerage
companies and advisory firms do not comply with the provisions of the Law on
Insurance Supervision. The measures that the Supervision Agency can take is an order,
additional measures, introduction of a temporary administration and revocation of a
license.

The compulsory insurance in traffic is regulated by the Law on Compulsory Insurance in Traffic
which stipulates the following: extended protection of the interests of victims in traffic accidents
by increasing the insured sum and their gradual (upon previously legally defined phases)
harmonization with the insured sum adopted in the EU Directives, regulation of the deadlines
for filing claims and indemnification of claims by the insurance undertakings, imposition of the
entitlement to mediation, strict regulation of the competencies of the Guarantee Fund, changes
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in the manner of establishing the premium tariffs for which the Auto Insurance Commission has
been established, as well as facilitating the provision of cross-border insurance services by
introduction of the so-called Authorized claims representative and introduction of Damage
Compensation Service (the last two items shall be realized once North Macedonia joins the
European Union).

The Law amending the Law on Compulsory Insurance in Traffic (Official Gazette 112/14), aligns
terminology used in the Law on Vehicles (Official Gazette 140/08, 53/11, 123/12, 153/12,
70/13, 164/13 and 138/14), and in the Law on Inland Waterway Navigation (Official Gazette
55/07, 26/09, 22/10, 23/11, 53/11, 155/12, 15/13, 137/13, 163/13, 42/14 and 166/14). As
per the adopted amendments, each vessel with a mechanical engine and floating objects, as
defined in accordance with the Law on Inland Waterway Navigation, and all motor vehicles and
coupled vehicles, as defined in accordance with the Law on Vehicles, are subject to compulsory
motor third-party liability insurance.

The adoption of the Law Amending the Law on Compulsory Traffic Insurance (Official Gazette
145/15) harmonizes the Law on Misdemeanours from a point of view of setting fixed amount of
fines imposed on insurance undertakings, and National Insurance Bureau stipulating the amount
of fine for the responsible person within the legal entity be set at 30% of the fine for the
insurance undertaking and National Insurance Bureau.

The Law on Voluntary Health Insurance prescribes a wider scope of activities for an insurance
company to offer packages of health services not covered under the system for compulsory
health insurance. As such, voluntary health insurance is regulated as supplementary and private.
Supplementary health insurance covers partial cost obligations (co-payment) of the insured
when using medical services provided with the compulsory health insurance, in accordance with
the regulations of compulsory health insurance and health care protection. Private health
insurance allows cost coverage for using healthcare services with higher standard than those
within the compulsory health insurance; supplementary healthcare services; as well using
healthcare services in medical institutions outside the network of healthcare institutions where
healthcare activities are carried out, and in private institutions that make, issue, and service
orthopaedic and other devices.

The Law amending and supplementing the Law on Voluntary Health Insurance (Official Gazette
192/15) harmonizes with the Law on Misdemeanours and sets fine levels. It also sets at 30% the
fine amounts to the persons legally responsible for insurance undertaking. These amendments
also define more precisely voluntary health insurance as a line of business that can consider
voluntary health insurance and the healthcare institutions that can provide them.

Priority policies/objectives of the Government over the next three year period that could affect
the insurance sector

Harmonization with the Solvency 2 Directive. The Twinning Project Further harmonisation with
the EU in the field of insurance and market operations ended in March 2018 was conveyed from
the Ministry of Finance and Insurance Supervision Agency with the overall objective further
alignment of the national legislation with the EU acquis in the area of insurance, as well as
strengthening the administrative and operational capacity in the process of fulfilling the EU
standards in these areas. The enactment of the relevant law is set on middle term, but precise
dates for enactments and implementation are not set.
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There have not been any significant changes in the methodology in insurers reports in recent
years.

Institutional framework
Ministry of Finance - proposes the main insurance regulation to the Parliament.

Insurance Supervision Agency - supervisory authority on the insurance market and responsible

institution for enacting secondary legislation which undertakes public authorizations as
stipulated by the Law on Insurance Supervision and the Law on Compulsory Insurance in Traffic.
Insurance Supervision Agency strives to ensure an effective, lawful domestic insurance market
that develops continuously, to protect adequately the rights and interests of policyholders, and
to contribute towards a strong, financially stable economy.

National Insurance Bureau - oversees activities envisaged in international agreements for

insuring owners and users of motor vehicles against traffic liabilities (green card), and
represents insurance companies from North Macedonia in international insurance organisations
and institutions.

There have not been any significant changes in institutional framework in the last 5 years.

Minimal amount of share capital

Type of insurer EUR mln.
All nonlife classes 3
Particular nonlife classes 2
Life 3
Reinsurance 4,5
All classes (nonlife, life and reinsurance) 4,5

Total premium income

Nonlife Life Total
2011 EUR (mln.) 102,6 8,1 110,7
Share (%) 92,7 7,3 100,0
EUR (mln.) 104,3 9,7 114,0
2012 Share (%) 91,5 8,5 100,0
Premium growth index 12/11 101,7 120,4 103,0
EUR (mln.) 105,1 11,9 116,9
2013 Share (%) 89,9 10,2 100,0
Premium growth index 13/12 100,7 121,9 102,5
EUR (mln.) 109,7 14,4 124,1
2014 Share (%) 88,4 11,6 100,0
Premium growth index 14/13 104,4 121,8 106,1
EUR (mln.) 116,5 17,9 134,4
2015 Share (%) 86,7 13,3 100,0
Premium growth index 15/14 106,3 123,7 108,3
EUR (mln.) 120,9 21,0 141,9

2016 Share (%) 85,2 14,8 100
Premium growth index 16/15 103,8 117,3 105,6
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EUR (mln.) 122,7 23,5 146,2
2017 Share (%) 83,9 16,1 100,0
Premium growth index 17/16 101,5 1119 103,0
2017
2016
2015
H Total
2014
H Life
H Nonlife

2013

2012

2011

EUR millions

140

160

Insurance penetration and insurance density

Premium as % of GDP

Premium per capita (EUR)

Nonlife 1,4 49,8

2011 Life 0,1 3,9
Total 1,5 53,7

Nonlife 1,4 50,6

2012 Life 0,1 4,7
Total 1,5 55,3

Nonlife 1,3 50,9

2013 Life 0,1 5,7
Total 1,4 56,6

Nonlife 1,3 53,0

2014 Life 0,2 7,0
Total 1,5 60,0

Nonlife 1,3 56,3

2015 Life 0,2 8,6
Total 1,5 65,0

Nonlife 1,3 58,0

2016 Life 0,2 10,0
Total 1,5 68,0
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2017

Nonlife 1,2 59,0
Life 0,2 11,0
Total 1,4 70,0

2017

2016

2015
2014 M Total
M Life
2013 H Nonlife
2012
2011
1,6
2017
2016
2015
5014 W Total
M Life
2013 H Nonlife
2012
2011
80

Insurance density (EUR)
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Market concentration

Average Market Market Market Number of | Number of
premium share of | share of the companies (direct)
share of the .
Number of per the largest lareest five with employees
companies | company largest three co ri anies market in the
(EUR company | companies (Ig/) share less insurance
min.) (%) (%) 0 than 3% sector
2011 15 7,38 18,2 40,7 60,4 3 1.423
2012 15 7,6 17,6 36,8 56,8 3 1.460
2013 15 7,79 15 35,6 54,4 3 1.613
2014 15 8,27 15 35,6 53,5 3 1.744
2015 15 8,96 15,6 37,4 54,2 3 1.831
2016 15 9,46 15,2 35,7 53,5 3 1.933
2017 16 9,14 14,6 34,2 51,0 2 1.930
2017
2016
1 Market share of the
2015 largest five companies
B Market share of the
2014 largest three companies
B Market share of the
2013 largest company
2012
2011
0% 10% 20% 30% 40% 50% 60% 70%
Ownership structure in 2017
Nonlife Life Composite | Reinsurance | Total
Number of companies with
o . . 1 0 0 0 1
majority domestic ownership
Number of companies with
. . . 10 5 0 1 15
majority foreign ownership
Market share of companies with 79 0.0 9.2
majority domestic ownership (%) ’ ’ n/a ) ’
Market share of companies with
o . . 76,2 16,1 n/a - 90,8
majority foreign ownership (%)
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Reinsurance

Life

Nonlife

B Number of companies with
majority domestic ownership

B Number of companies with
majority foreign ownership

0 2 4 6 8 10
Reinsurance
B Market share of companies with
Life majority domestic ownership (%)
B Market share of companies with
majority foreign ownership (%)
Nonlife
0 20 40 60 80 100

Total premium per major insurance classes

Insurance class

2016

2017

EUR mln. Share (%) EUR mln. Share (%)
Accident 10,8 7,6 10,9 7,4
Health 0,7 0,5 0,9 0,6
Land motor vehicles 12,3 8,7 12,3 8,4
Railway 0,0 0,0 0,0 0,0
Aircrafts 0,7 0,5 0,5 0,3
Vessels 0,0 0,0 0,0 0,0
Goods in transit 1,2 0,8 1,1 0,8
Fire and natural disasters 7,9 5,6 7,8 5,3
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Other property insurance 17,4 12,3 15,6 10,6
MTPL 62,7 44,2 66,2 45,2
Aircraft liability 0,1 0,1 0,1 0,1
Use of vessels liability 0,0 0,0 0,0 0,0
Other liability 3,3 2,3 3,3 2,3
Credit 0,0 0,0 0,0 0,0
Surety 0,0 0,0 0,1 0,0
Miscellaneous financial

losses 0,6 0,4 0,7 0,5
Legal protection 0,0 0,0 0,0 0,0
Assistance - other nonlife 3,0 2,1 3,2 2,2
NONLIFE 120,8 85,2 122,7 83,9
LIFE 21,0 14,8 23,5 16,1
Total 141,9 100,0 146,2 100,0

Share in total premium

2017

2016

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Accident M Health M Land motor vehicles

M Railway M Aircrafts M Vessels

W Goods in transit M Fire and natural disasters  Other property insurance

B MTPL W Aircraft liability m Use of vessels liability

m Other liability m Credit Surety

® Miscellaneous financial losses Legal protection Assistance - other nonlife
Life

Insurance companies

Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife Life Total Nonlife Life Total 2017 (%)
1 Triglav 21,6 - 21,6 21,4 - 21,4 14,6
2 Eurolink 13,8 - 13,8 14,7 - 14,7 10,1
3 Macedonia 15,2 - 15,2 13,9 - 13,9 9,5
4 Sava 12,2 - 12,2 12,7 - 12,7 8,7
5 Winner 13,0 - 13,0 11,9 - 11,9 8,2
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6 Uniqa 11,3 - 11,3 11,4 - 11,4 7,8
7 | Osiguritelna 10,5 . 105 | 11,4 . 11,3 7,8
polisa
8 Croatia life - 9,0 9,0 - 10,1 10,1 6,9
9 Evroins 8,7 - 8,7 9,3 - 9,3 6,4
10 | Grawe - 7,6 7,6 - 8,3 8,3 5,6
11 | Croatia nonlife 6,0 - 6,0 6,6 - 6,6 4,5
12 | Albsig 5,3 - 5,3 51 - 51 3,5
13 | Eurosig 3,2 - 3,2 4,5 - 4,5 3,1
14 | Winner life - 3,2 3,2 - 3,7 3,7 2,6
15 | Uniqa life - 1,2 1,2 - 1,4 1,4 1,0
Total 120,9 21,0 141,7 122,7 23,5 146,2 100,0

|
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g ure
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|

0 20 40 60 80 100 120 140 160
EUR millions
M Triglav M Eurolink B Macedonia M Sava B Winner
B Uniga M Osiguritelna polisa B Croatia life H Evroins B Grawe
H Croatia nonlife 1 Albsig Eurosig Winner life Uniga life

Insurance association activities

There is no professional insurance association. The only association the insurance sector has is
within the Economic Chamber of North Macedonia. The activities of the association are limited
to couple of activities like supporting initiatives of the insurance companies in front of the
government institutions and organizing events that promote education both to the insurers and
the public.
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OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds?2

Laws which regulate pension funds are the following:

- Law on Mandatory Fully Funded Pension Insurance (Official Gazette 29/02, 85/03,
40/04, 113/05, 29/07, 88/08, 48/09, 50/10, 171/10, 36/11, 98/12, 13/13, 164/13,
44/14,192/15,30/16,21/18 and 245/18) and

- Law on Voluntary Fully Funded Pension Insurance (Official Gazette 7/08, 124/10,17/11
and 13/13).

Supervision and regulation of pension funds in North Macedonia is performed by the Agency for
Supervision of Fully Funded Pension Insurance (MAPAS).

Number of pension funds

The fully funded pension insurance includes two pension companies. Both companies manage
one mandatory pension fund and one voluntary pension fund. The two pension companies are
the following:
1. Akcionersko drustvo za upravuvanje so zadolzitelni i dobrovolni penziski fondovi “NLB
Nov penziski fond” Skopje, which manages:
- Otvoren zadolzitelen penziski fond - “NLB Penziski fond” Skopje and
- Otvoren dobrovolen penziski fond - “NLB Penzija plus” Skopje.
2. KB Prvo drustvo za upravuvanje so zadolzitelni i dobrovolni penziski fondovi AD Skopje,
which manages:
- KB Prv otvoren zadolzitelen penziski fond - Skopje and
- KB Prv otvoren dobrovolen penziski fond - Skopje.

Distribution of the mandatory pension fund's membership by their status

(ths.)
Mandatory
Mandatory ;
pension fund Voluntary With Allocated Temporary Total Total
contract allocated

31.12.2016.
NLBm 32 82 80 11 172 204
KBPm 37 89 85 11 185 223
Total 69 171 165 22 358 427

31.12.2017.
NLBm 32 82 94 12 187 219
KBPm 37 90 99 12 201 238
Total 69 172 193 24 388 457

22 Data from the Agency for Supervision of Fully Funded Pension Insurance (http://mapas.mk/mapas-
en/index.php/reports/statisticks/88-reports/233-annual-reports).
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Distribution of the voluntary pension fund’s membership by their type

(ths.)
31.12.2016. 31.12.2017.
With In a pension With In a pension
Voluntary voluntary schemewith voluntary schemewith
pension fund individual occupational Total individual | occupational Total
account account account account
NLBv 6 3 43 6 4 10
KBPv 2 12 14 3 11 14
Total 8 43 23 9 15 44
Pension funds' net assets
(EUR mln.)
31.12.2016. 31.12.2017.
NLBm 363,0 431,3
KBPm 417,2 494,3
Total mandatory funds 780,2 925,7
NLBv 7,4 9,8
KBPv 8,8 11,3
Total voluntary funds 16,2 21,1
TOTAL FUNDS 796,4 946,8
Mandatory pension funds’ total assets investment structure
NLBm KBPm
Type of asset 31.12.2016. 31.12.2017. 31.12.2016. 31.12.2017.
EUR | Share | EUR | Share | EUR | Share | EUR | Share
min. (%) min. (%) min. (%) min. (%)
Shares of foreign issuers 42,7 11,8 50,6 11,7 0,0 0,0 0,0 0,0
Bonds of foreign issuers 3,6 1,0 5,7 1,3 0,0 0,0 0,0 0,0
Investment funds of 483 | 133 | 583 | 135 | 1257 | 30,1 | 1443 | 292
foreign issuers
Shares of domestic issuers | 14,4 4,0 18,4 4,3 7,9 1,9 10,5 2,1
Bonds of domesticissuers | 205,2 | 56,5 | 2486 | 57,6 | 265,1 | 63,5 | 313,3 | 63,3
Short te_rr‘{l securities of 5.2 14 0,0 0,0 0,0 0,0 0,0 0,0
domestic issuers
Total investment in 3194 | 87,9 | 3816 | 884 |3987 | 955 |4681 | 947
securities
Deposits 43,1 11,9 49,3 11,4 17,2 4,1 24,8 5,0
Cash 0,0 0,0 0,0 0,0 0,8 0,2 0,9 0,2
Receivables 0,7 0,2 0,7 0,2 0,6 0,2 0,7 0,1
Total assets 363,2 | 100,0 | 431,5| 100,0 | 417,4 | 100,0 | 494,6 | 100,0
Total liabilities 0,2 0,1 0,2 0,0 0,2 0,1 0,2 0,0
Net assets 3630 | 999 | 431,3 | 100,0 | 417,2 | 99,9 | 494,3 | 100,0
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Voluntary pension funds’ total assets investment structure

NLBv KBPv

31.12.2016. 31.12.2017. 31.12.2016. 31.12.2017.

Type of asset EUR | Share | EUR | Share | EUR | Share | EUR | Share

min. (%) mln. (%) mln. (%) mln. (%)

Shares of foreign issuers 1,0 12,8 1,3 13,0 0,0 0,0 0,0 0,0

Bonds of foreign issuers 0,1 1,3 0,1 1,3 0,0 0,0 0,0 0,0

Investment funds of 10 | 138 | 13 | 135 | 25 | 286 | 32 | 280
forEIgn 1ssuers

Shares of domestic 0,4

1,0 13,2 1,3 13,1 4,3 0,5 4,5

issuers

Bonds of domestic 34 | 451 | 42 | 431 | 45 | 516 | 61 | 535
1ssuers

Total investment in 65 | 862 | 83 | 842 | 75 | 847 | 98 | 860
securities

Deposits 1,0 | 127 | 1,4 | 147 | 12 | 133 | 13 | 117
Cash 0,1 1,1 0,1 0,9 0,2 2,0 0,3 2,3
Receivables 0,0 0,0 0,0 0,1 0,0 0,0 0,0 0,0
Total assets 7,5 100,0 9,8 100,0 8,8 100,0 11,3 100,0
Total liabilities 0,0 0,4 0,0 0,2 0,1 0,6 0,1 0,4
Net assets 7,5 99,5 9,8 99,8 8,8 99,4 11,3 99,6
Investment funds?3

Law which regulates investment funds is Law on Investment Funds (Official Gazette 12/09,
67/10,24/11,188/13,145/13 and 23/16)

Supervision and regulation of pension funds in North Macedonia is performed by the National
Bank of the Republic of North Macedonia.

The analysis in this section does not include private investment funds and private funds
management companies, since the Law on Investment Funds (Official Gazette 12/09, 67/10,
24/11, 188/13, 145/13 and 23/16) does not require supervision of private funds, i.e. of the
companies authorized to manage private funds, or an obligation for regular reporting to the
appropriate authority in North Macedonia.

Number of investment funds

Investment funds are the smallest segment among institutional investors. In 2017, 15 open-end
investment funds operated in North Macedonia. Considering the absence of closed-end
investment funds in North Macedonia, the entire analysis in this section refers to open-end
investment funds.

23Data from the National bank of the Republic of North Macedonia
(http://www.nbrm.mk/izvieshtai_za_finansiskata_stabilnost-en.nspx).
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Investment funds' net assets
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Other financial institutions (savings houses, leasing companies and financial
companies)?4

Savings houses

Legal framework

Law which regulates saving housess is Law on Banks (Official Gazette 67/07, 90/09, 67/10,
26/13,15/15,153/15,190/16 and 7/19)

Supervision and regulation of saving houses in North Macedonia is performed by the National
Bank of the Republic of North Macedonia.

The importance of the savings houses to the financial system of the Republic of North
Macedonia, according to the volume of their activities, is small. In 2017, there are two saving
houses in the market, that are mainly active on the household market.

Saving houses’ asset structure

EUR mlin.
31.12.2016. 31.12.2017.

Cash, gold, accounts and deposits to banks and reserve 29 57
requirement with NBRM ’ ’
Portfolio - investments in securities 1,0 1,2
Loans to nonfinancial companies 25,4 26,6
Fixed assets 1,1 1,2
Other assets 0,5 0,5
TOTAL ASSETS 30,8 32,2

Leasing companies

Legal framework

Law which regulates leasing companies is Law on Leasing (Official Gazette 04/02, 49/03, 13/06,
88/08,35/11,51/11,148/13,145/15, 23/16 and 37/16).

Supervision and regulation of leasing companies in North Macedonia is performed by the
Ministry of Finance of North Macedonia.

Number of leasing companies

In 2017, the number of leasing companies remained seven, unchanged compared to the previous
year. Unlike the past four years, when the scope of activities of this sector was continuously
decreasing, in 2017, the total assets of the leasing companies increased by 19,9%. The foreign
capital is dominant in the overall ownership structure. All companies are with 100% foreign

24 Data from the National Bank of the Republic of North Macedonia
(http://www.nbrm.mk/izvieshtai_za_finansiskata_stabilnost-en.nspx).
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capital. The leasing market is still underdeveloped compared to most other countries in SEE, but
satisfactory results and continuing development were registered.

Leasing companies’ asset structure

EUR mln.
31.12.2016. 31.12.2017.
Financial lease receivables 39,5 48,5
Tangible assets 9,3 12,3
Loans 0,0 0,0
Deposits 0,5 0,2
Other assets 4,1 3,1
Total assets 53,4 64,1

Value of active leasing contracts (left scale) and number active contracts (right scale) of
leasing companies - according to client type

25 900
A 849 A 811 - 800
20 + - 700
- 600
159 - 500
- 400
10 -
- 300
5 - 200
- 100
0 - - 0
legal entities natural persons
W value of active contracts (EUR min.) A number of active contracts

Financial companies

Law which regulates financial companies is Law on Financial Companies (Official Gazette
158/10,53/11,112/14,153/15 and 23/16).

Supervision and regulation of financial companies in North Macedonia is performed by the
Ministry of Finance of North Macedonia.

In 2017, the number of licensed financial companies increased by four (and amounted to
nineteen) and increased in the total assets of 107,6% compared to 2016.
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Financial companies’ assets structure

EUR mlin.
31.12.2016. 31.12.2017.
Cash 2,4 5,8
Loan receivables 4,6 17,5
Factoring and forfeiting receivables 1,5 2,0
Issued credit card receivables 57 5,6
Tangible assets 1,1 1,1
Other assets 1,0 1,6
Total assets 16,2 33,6

The increase in the scope of work of financial companies was shown through the significantly
increased number and value of newly concluded contracts. The threefold increased in the
number of newly concluded contracts in 2017 is mostly due to natural persons. Also, the number
and value of active contracts moves to the upside with both natural persons and legal entities,
with the increase among natural persons being more significant. Natural persons are dominant
users of the services offered by the financial companies, accounting for 79,3% of the total value
of active contracts, while in the total value of newly concluded contracts, natural persons

occupied almost 53%.

Value of new contracts (left) and number of contracts (right) of financial companies -

according to client type
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ROMANIA

Report for Romania has been done on the basis of official reports of National Bank of Romania,
National Institute of Statistics, Financial Supervisory Authority, National Association of
Insurance and Reinsurance Companies from Romania (UNSAR) and other relevant institutions.
All conversions from the national currency RON to EUR have been made at official Midpoint
Exchange Rate of the National Bank of Romania for appropriate year.

MACROECONOMIC INDICATORS
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2008 20.538 136.900 6.367 8,3 5,8 355 7,9
2009 20.367 125.291 6.152 -5,9 6,9 321 5,6
2010 20.247 125.477 6.197 -2,8 6,8 330 6,1
2011 20.148 131.963 6.550 2,0 7,4 341 5,8
2012 20.060 133.246 6.642 1,2 7,0 338 3,3
2013 19.989 143.802 7.194 3,5 7,3 357 4,0
2014 19.916 150.428 7.553 3,1 6,8 382 1,1
2015 19.822 160.312 8.087 4,0 6,8 418 -0,6
2016 19.707 170.378 8.646 4.8 5,9 456 -1,5
2017 19.592 187.546 9.573 6,9 49 512 1,3
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
. . Non-bank Private
Financial . . Insurance . Investment
o Banks financial . pension Total
institution L corporations funds
institutions funds
2010 81,8 7,6 3,5 1,0 6,1 100,0
2011 81,9 6,9 3,6 1,4 6,2 100,0
2012 81,1 6,6 3,8 2,1 6,4 100,0
Assets 5013 79,8 6,4 3,6 2,9 7,4 100,0
(share 5014 787 6,0 3.4 3,9 8,0 100,0
in o
in%) 2015 | 77,6 5,8 3,9 48 8,0 100,0
2016 76,3 5,9 4,2 5,9 7,7 100,0
2017 75,6 6,0 41 6,8 7,4 100,0
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BANKING SECTOR
Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 82.557 80.777 81.244 83.365 86.686 91.808
Total assets as % of GDP 67,9 64,1 60,8 529 51,6 49,5
Number of bank employees 61.769 | 58.612 57.732 | 55.928 | 55.396 | 55.044
94.000 80
92.000 - 70
90.000
- 60
88.000
86.000 r 30
84.000 - 40
82.000 - 30
80.000
- 20
78.000
76.000 - 10
74.000 Lo

2012 2013

mm Total assets (EUR min.) - left scale

2014

2015

2016

2017

—Total assets as % of GDP - right scale
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Market concentration

2012 2013 2014 2015 2016 2017
Number of banks 40 40 40 36 37 35
Average assets per bank 2.063,9 | 20194 | 2.031,1 | 23157 | 23429 | 2.623,1
(EUR miIn.)
Market share of the largest
bank (%) 19,0 18,0 16,0 16,0 16,0 15,9
Market share of the three
largest banks (%) 41,0 39,0 38,0 41,0 42,0 43,2
Market share of the five
largest banks (%) 55,0 54,0 54,0 58,0 59,0 59,9
Number of banks with
market share less than 3% 28 28 29 27 29 26
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1 Market share of the largest bank (%)

2012 2013 2014 2015

2016

2017

B Market share of the three largest banks (%)

m Market share of the five largest banks (%)

Ownership structure in 2017

Number of Share in total Share in total
banks capital (%) assets (%)
Banks with majority domestic ownership 6 29,4 23,0
- central government 2 11,6 8,7
- other domestic entities 4 17,8 14,3
Banks with majority foreign ownership 22 69,3 66,0
Branches of foreign banks 7 1,3 11,0
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Banks with majority domestic
ownership

B Number of banks

M Share in total capital (%)

Banks with majority foreign
ownership

Branches of foreign banks

M Share in total assets (%)

Composition of banks' assets

Cash funds Net loans Fixed assets Government Other assets
bonds
Amount 1.380,0 49.549,0 1.183,0 15.571,0 14.874,0
2012 | (EUR mln.)
Share (%) 1,7 60,0 1,4 18,9 18,0
Amount 1.632,0 46.650,0 1.081,0 15.733,0 15.680,0
2013 | (EUR mln.)
Share (%) 2,0 57,8 1,3 19,5 19,4
Amount
2014 | (EUR min) 1.951,0 47.028,0 982,0 16.892,0 14.393,0
Share (%) 2,4 57,9 1,2 20,8 17,7
Amount
2015 | (EUR mln) 2.131,0 48.485,0 923,0 17.594,0 14.233,0
Share (%) 2,6 58,2 1,1 21,1 171
Amount 2.847,0 50.511,0 1.097,0 18.215,0 14.015,0
2016 | (EUR mln.)
Share (%) 33 583 1,3 21,0 16,2
Amount
2017 | (EUR min) 2.938,0 53.670,0 1.002,0 19.047,0 15.152,0
Share (%) 3,2 58,5 1,1 20,8 16,5
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2012 2013 2014 2015 2016 2017
Composition of banks' liabilities
Households Interbank Interbank
and Government | borrowing- | borrowing- | Bonds Other** Total
corporation deposits foreign domestic issued liabilities
deposits* banks banks
Amount 44.549,2 1.1858 16.740,0 4.2499 267,5 | 8.030,4 | 75.022,7
2012 (EUR mln.)
Share (%) 59,4 1,6 22,3 5,7 0,4 10,7 100,0
Amount 48.084,8 1.200,8 14.030,4 2.050,4 4278 | 7.6551 | 73.449,2
2013 (EUR mln.)
Share (%) 65,5 1,6 19,1 2,8 0,6 10,4 100,0
Amount 52.058,9 1.325,6 11.615,7 1.390,0 527,7 | 7.256,7 | 74.174,6
2014 (EUR mln.)
Share (%) 70,2 1,8 15,7 1,9 0,7 9,8 100,0
Amount 56.009,6 1.463,4 9.403,6 8484 4934 | 79088 | 76.127,1
2015 (EUR mln.)
Share (%) 73,6 1,9 12,4 1,1 0,7 10,4 100,0
Amount 60.395,7 2.452,1 7.082,7 1.414,5 413,5 | 7.8253 | 79.583,9
2016 (EUR mln.)
Share (%) 75,9 3,1 8,9 1,8 0,5 9,8 100,0
Amount 64.917,0 2.753,0 5.662,0 1.865,0 5290 | 8.666,0 | 84.392,0
2017 (EUR mln.)
Share (%) 76,9 3,3 6,7 2,2 0,6 10,3 100,0

* Population, non-financial corporations, monetary financial institutions.
** Deposits from non-residents, deposits from money market funds, deposits from the electronic money issuers.
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Share in total liabilities (%)
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M Interbank borrowing - domestic banks

W Bonds issued MW Other
Maturity structure of deposits and loans
Short- Long- Total Short- Long-
term term deposits term term Total
deposits deposits P loans loans
Amount 1, 9876 | 25582 | 44.545,8 | 43.0135 | 65355 | 49.549,0
2012 | (EUR min.)
Share (%) 94,0 6,0 100,0 87,0 13,0 100,0
Amount
2013 (EUR mln.) 45.053,1 3.017,6 48.070,7 39.652,5 6.997,5 46.650,0
Share (%) 94,0 6,0 100,0 85,0 15,0 100,0
Amount
2014 | (EUR min.) 48.495,7 3.533,4 52.029,1 41.854,9 5.173,1 47.028,0
Share (%) 93,0 7,0 100,0 89,0 11,0 100,0
Amount 51.832,1 | 4.1771 | 56.009,2 | 44.606,2 | 3.897,7 | 48.485,0
2015 | (EUR mln.)
Share (%) 93,0 7,0 100,0 92,0 8,0 100,0
Amount 55.991,9 | 4.4046 | 60.396,5 | 48.179,0 | 2.332,0 | 50.511,0
2016 | (EUR min.)
Share (%) 93,0 7,0 100,0 95,0 5,0 100,0
Amount 60.223,9 4.693,7 64.917,6 41.889,9 8.217,6 50.107,5
2017 | (EUR mln.)
Share (%) 92,8 7,2 100,0 84,0 16,0 100,0

Note: As short-term loans we used the data for current loans and for long-term loans we used data for
consumer loans and housing loans. For short-term deposits we used demand deposits and for long-term

deposits we used time deposits and deposits redeemable at notice.
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2012 2013 2014 2015 2016 2017
M Short-term loans M Long-term loans
Currency structure of deposits and loans
Deposits in . Deposits | Loansin . Loans in
the local Deposits in other the local Loans in other
in EUR EUR
Currency Currency Currency Currency
Amount 283256 | 13.828,4 | 2.391,8 | 18.786,8 | 27.770,5 | 3.852,4
2012 | (EUR mln.) e oem oo O Y oo
Share (%) 63,6 31,0 5,4 37,3 55,1 7.6
Amount
2013 | (EURmIn) 31.659,3 | 14.164,7 | 2.246,7 | 18.644,7 | 26.156,6 | 3.269,8
Share (%) 65,9 29,5 4,7 38,8 54,4 6,8
Amount 347953 | 14.962,9 | 22709 | 20.133,5 | 23.247,4 | 29335
2014 | (EURmIn)
Share (%) 66,9 28,8 4,4 43,9 50,2 6,3
Amount
2015 | (EUR min) 378656 | 15378,8 | 2.7648 | 23.641,7 | 20.824,0 | 2.563,9
Share (%) 67,6 275 4,9 50,3 44,3 55
Amount 41.498,9 16.002,2 | 2.8954 | 26.992,0 | 183656 | 1.916,9
2016 | (EURmIn.)
Share (%) 68,7 26,5 4,38 57,1 38,8 41
Amount 44,2745 17.4844 | 3.158,7 | 30.4842 | 165618 | 1.4529
2017 | (EUR min.)
Share (%) 68,2 26,9 4,9 62,9 341 3,0
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M Loans in the local currency M Loans in EUR M Loans in other currency
Deposits' and loans' rates for households
2012 2013 2014 2015 2016 2017

Deposit rate - less than year 5,0 3,7 2,7 1,2 0,7 0,5
Deposit rate - more than year 53 4,1 2,9 1,6 1,1 0,9
Loan rate - less than year 13,3 11,3 9,5 7,6 6,6 6,8
Loan rate - more than year 12,4 9,1 7,3 6,6 3,8 3,5
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B Deposit rate — less than year B Deposit rate — more than year
M Loan rate — less than year M Loan rate — more than year
Deposits' and loans' rates for enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year - 2,7 1,6 0,9 0,5 1,3
Deposit rate - more than year 49 3,2 1,9 1,0 0,6 1,1
Loan rate - less than year 10,1 7,4 59 4,7 4,0 4,5
Loan rate - more than year 9,7 6,8 59 4,3 3,7 3,1

Interest rate (%)

12
10

o N B OO

2012

2013

M Deposit rate — less than year

2014

B Loan rate — less than year

The basic features of the banking sector

2015

2016

B Deposit rate — more than year

H Loan rate — more than year

2017

Stable capitalization Lower capital of loan-portfolio
Regulatory T_otal Capital Non-. Ratio of non-
capital vyelghted adequacy Total loans performing performing to
(EUR mln.) risk (EUR rate (%) (EUR min ) loans (EUR total loans (%)
mln.) mln.)

2012 6.570,3 43.963,8 14,9 47.217,4 8.611,3 18,2
2013 6.364,2 41.173,1 15,5 44.154,5 9.657,9 21,9
2014 7.226,8 41.090,4 17,6 46.660,2 6.503,4 13,9
2015 7.829,9 40.860,1 19,2 59.630,4 8.053,8 13,5
2016 8.372,6 42.545,5 19,7 58.820,3 5.659,4 9,6
2017 8.786,3 43.986,7 20,0 62.144,6 3.984,7 6,4

205




Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total Liquid assets to short-term
(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 -525,6 -5,9 57,6 147,7
2013 11,0 0,1 56,2 156,3
2014 -1.050,1 12,5 57,4 158,9
2015 1.006,7 11,8 54,1 163,4
2016 924,8 10,1 53,0 156,0
2017 1.168,0 12,4 53,0 146,0
INSURANCE SECTOR

Legal framework

Legal framework for insurance sector operations:

Law No 236/2018 on the distribution of insurance,

Law No 132/2017 on the compulsory insurance against civil liability for the damage to
third parties caused by vehicle and tram accidents,

Emergency Ordinance No 54/2016 on compulsory motor liability insurance for damages
caused to third parties by motor vehicle accidents and trams,

Law No 246/ 2015 on the insurers’ recovery and resolution,

Law No 237/2015 on the authorisation and supervision of the business of insurance and
reinsurance,

LAW No 213/2015 on Policyholder Guarantee Fund,

Law No 136/1995 on insurance and reinsurance in Romania,

Law No 260/2008 on compulsory home insurance against earthquakes, landslides and
floods,

Law No 32/2000 on the activity and supervision of insurance and reinsurance
intermediaries - consolidated version,

Law No 503/2004 on the financial recovery and bankruptcy of insurance undertakings.

Institutional framework

Institutional framework for insurance sector operations:

ASF - Financial Supervisory Authority,

UNSAR - National Association of Insurance and Reinsurance Companies from Romania,
BAAR - Romanian Motor Insurers’ Bureau,

UNSICAR - National Union of Insurance Brokerage and Consultancy Societies from
Romania,

FPVS - Road Traffic Victims Protection Fund,

APPA - Association for Promoting Insurance,

ARA - The Romanian Actuarial Association,

ADAR - The Association of Insurance from Romania,

PAID - Insurance Pool Against Natural Disasters.
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Total premium income

Nonlife Life Total
EUR (mln.) 1.716 434 2.150
2007
Share (%) 79,8 20,2 100,0
EUR (mln.) 1.919 507 2.426
2008 Share (%) 79,1 20,9 100,0
Premium growth index 08/07 111,8 116,8 112,8
EUR (mln.) 1.709 384 2.093
2009 Share (%) 81,7 18,3 100,0
Premium growth index 09/08 89,1 75,7 86,3
EUR (mln.) 1.577 396 1.973
2010 Share (%) 79,9 20,1 100,0
Premium growth index 10/09 92,3 103,1 94,3
EUR (mln.) 1.436 410 1.846
2011 Share (%) 77,8 22,2 100,0
Premium growth index 11/10 91,1 103,5 93,6
EUR (mln.) 1.523 425 1.948
2012 Share (%) 78,2 21,8 100,0
Premium growth index 12/11 106,1 103,7 105,5
EUR (mln.) 1.468 338 1.806
2013 Share (%) 81,3 18,7 100,0
Premium growth index 13/12 96,4 79,5 92,7
EUR (mln.) 1.451 309 1.760
2014 Share (%) 82,4 17,6 100,0
Premium growth index 14 /13 98,8 91,5 97,5
EUR (mln.) 1.565 355 1.920
2015 Share (%) 81,5 18,5 100,0
Premium growth index 15/14 107,9 114,7 109,1
EUR (mln.) 1.717 372 2.089
2016 Share (%) 82,2 17,8 100,0
Premium growth index 16/15 109,7 104,7 108,8
EUR (mln.) 1.683 441 2.125
2017 Share (%) 79,2 20,8 100,0
Premium growth index 17/16 98,0 118,8 101,7
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2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

 Total
H Life

H Nonlife

EUR millions

2.000 2.500

Insurance penetration and insurance density

Premium as % of GDP

Premium per capita (EUR)

Nonlife 1,40 89

2007 Life 0,40 24
Total 1,80 113

Nonlife 1,30 79

2008 Life 0,30 18
Total 1,60 97

Nonlife 1,30 74

2009 Life 0,30 18
Total 1,60 92

Nonlife 1,30 73

2010 Life 0,30 18
Total 1,60 92

Nonlife 1,08 71

2011 Life 0,31 20
Total 1,38 92

Nonlife 1,14 76

2012 Life 0,32 21
Total 1,46 97

Nonlife 1,02 73

2013 Life 0,24 17
Total 1,26 90
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Nonlife 0,96 73
2014 Life 0,21 16
Total 1,17 88
Nonlife 0,98 79
2015 Life 0,22 18
Total 1,20 97
Nonlife 1,01 87
2016 Life 0,22 19
Total 1,23 106
Nonlife 0,90 86
2017 Life 0,24 23
Total 1,13 108
2017
2016
2015
2014
2013
 Total
2012
M Life
2011 H Nonlife
2010
2009
2008
2007
0,00 0,50 1,00 1,50 2,00

Insurance penetration (%)
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2017

2016
2015
2014
2013
H Total
2012
m Life
2011 ® Nonlife
2010
2009
2008
2007
0 20 40 60 80 100 120
Insurance density (EUR)
Market concentration in 2017
Number of companies 31
Average premium per company (EUR mln.) 68,5
Market share of the largest company (%) 12,93
Market share of the largest three companies (%) 36,79
Market share of the largest five companies (%) 57,67
Number of companies with market share less than 3% 21
Total premium per major insurance classes
Insurance class 2016 2017
EUR mlin. Share (%) EUR min. Share (%)
Accident 12,1 0,6 12,2 0,6
Health 25,3 1,2 28,9 1,4
Land motor vehicles 390,9 18,7 4149 19,5
Railway 1,1 0,1 0,8 0,0
Aircrafts 2,0 0,1 1,8 0,1
Vessels 4,8 0,2 4,8 0,2
Goods in transit 8,5 0,4 7,8 0,4
Fi d natural
re and hatura 210,7 10,1 220,0 10,4
disasters
Other property
, 35,5 1,7 36,4 1,7
insurance
MTPL 921,9 44,1 836,9 39,4
Aircraft liability 2,7 0,1 3,2 0,2
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L_Jse.o.fvessels 21 01 16 01
liability

Other liability 50,4 2,4 49,3 2,3
Credit 0,9 0,0 0,2 0,0
Surety 24,1 1,2 37,1 1,7
I\I/Ilscel-laneous 47 0.2 47 0.2
financial losses

Legal protection 0,0 0,0 0,0 0,0
A551s.tance - other 19.4 0.9 225 11
nonlife

NONLIFE 1.717,2 82,2 1.683,2 79,2
LIFE 371,7 17,8 441,8 20,8
TOTAL 2.088,9 100,0 2.124,9 100,0

2017

2016

Share in total premium

0% 10% 20% 30%

40% 50% 60%

B Accident B Health

M Railway M Aircrafts

B Goods in transit M Fire and natural disasters
B MTPL H Aircraft liability

m Other liability H Credit

m Miscellaneous financial losses
Life

Legal protection

70% 80% 90% 100%

B Land motor vehicles
M Vessels
1 Other property insurance
 Use of vessels liability
Surety
Assistance - other nonlife

Insurance companies

. . Nonlife premium in 2016 Nonlife premium in 2017
Rank | First ten ranked companies EUR min. % EUR mln. %

1 CITY INSURANCE SA 175,7 10,2 2749 16,3

2 ALLIANZ - TIRIAC ASIGURARI SA 249,0 14,5 239,3 14,2
EUROINS ROMANIA ASIGURARE

3 REASIGURARE SA 193,7 11,3 238,0 14,1

4 3?2[}1)\1IASIG VIG (BCR ASIGURARI 2411 14.0 231,8 13,8

5 GROUPAMA ASIGURARI SA 200,4 11,7 194,7 11,6
ASIROM VIENNA INSURANCE

6 GROUP SA 212,6 12,4 183,8 10,9
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GENERALI ROMANIA

4 ASIGURARE REASIGURARE SA 127,6 74 119,7 7.1

8 UNIQA ASIGURARI SA 105,9 6,2 85,0 51

9 | POOL-UL DE ASIGURARE P.A.LD. 32,6 1,9 32,7 1,9
GOTHAER ASIGURARI -

10" | REASIGURARI sA i ) 26,1 L6
CARPATICA ASIG SA 100,5 5,9 - -
OTHER COMPANIES 77,8 4,5 57,4 3,4

TOTAL 1.717,2 100,0 1.683,2 100,0
Nonlife insurance premium per company (EUR min.)

2007 | S Em
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B CITY INSURANCE SA ALLIANZ — TIRIAC ASIGURARI SA

B EUROINS ROMANIA ASIGURARE REASIGURARE SA B OMNIASIG VIG (BCR ASIGURARI VIG)

B GROUPAMA ASIGURARI SA ASIROM VIENNA INSURANCE GROUP SA

B GENERALI ROMANIA ASIGURARE REASIGURARE SA B UNIQA ASIGURARI SA

B POOL-UL DE ASIGURARE P.A.I.D. B GOTHAER ASIGURARI — REASIGURARI SA

B CARPATICA ASIG SA B OTHER COMPANIES

. . Life premium in 2016 Life premium in 2017

Rank | First ten ranked companies FUR min. % EUR min. %

1 NN ASIGURARI DE VIATA SA 147,3 39,6 161,3 36,5
BCR ASIGURARI DE VIATA

2 VIENNA INSURANCE GROUP SA 554 149 77,3 17,5

3 ERGO ASIGURARI DE VIATA SA 21,3 5,7 33,4 7,6

4 BRD ASIGURARI DE VIATA SA 26,4 7,1 30,1 6,8

5 ALLIANZ - TIRIAC ASIGURARI SA 24,1 6,5 29,7 6,7
ASIROM VIENNA INSURANCE

6 GROUP SA 26,0 7,0 27,9 6,3
EUROLIFE ERB ASIGURARI DE

7 VIATA SA 13,2 3,6 22,2 5,0
GENERALI ROMANIA

8 ASIGURARE REASIGURARE SA 154 41 14,6 3,3

9 UNIQA ASIGURARI SA 11,4 3,1 12,7 2,9
SIGNAL IDUNA ASIGURARE

10 | REASIGURARE sA i i 11,3 2,6
gf\{AWE ROMANIA ASIGURARE 9.9 27 ] ]
OTHER COMPANIES 21,4 5,8 21,1 4,8

TOTAL 371,7 100,0 441,8 100,0
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Life insurance premium per company (EUR min.)

o [ EE I

0 100
B NN ASIGURARI DE VIATA SA

B ERGO ASIGURARI DE VIATA SA

H ALLIANZ - TIRIAC ASIGURARI SA

W EUROLIFE ERB ASIGURARI DE VIATA SA
B UNIQA ASIGURARI SA

B GRAWE ROMANIA ASIGURARE SA

200

300 400

B BCR ASIGURARI DE VIATA VIENNA INSURANCE GROUP SA

B BRD ASIGURARI DE VIATA SA

m ASIROM VIENNA INSURANCE GROUP SA

500

B GENERALI ROMANIA ASIGURARE REASIGURARE SA

B SIGNAL IDUNA ASIGURARE REASIGURARE SA

B OTHER COMPANIES

. . Total premium in 2016 Total premium in 2017
Rank | First ten ranked companies FUR min. % EUR min. %
1 CITY INSURANCE SA 175,7 8,4 274,9 12,9
2 ALLIANZ - TIRIAC ASIGURARI SA 273,2 13,1 269,0 12,7
EUROINS ROMANIA ASIGURARE
3 REASIGURARE SA 193,6 9,3 238,0 11,2
4 3?;[}1)\]IASIG VIG (BCR ASIGURARI 2411 11,5 2318 10,9
ASIROM VIENNA INSURANCE
5 GROUP SA 238,6 11,4 205,3 9,7
6 GROUPAMA ASIGURARI SA 207,4 9,9 202,3 9,5
7 NN ASIGURARI DE VIATA SA 147,3 7,1 161,3 7,6
GENERALI ROMANIA
8 ASIGURARE REASIGURARE SA 1431 6.9 134,3 6.3
9 UNIQA ASIGURARI SA 106,1 51 85,0 4,0
BCR ASIGURARI DE VIATA
10| VIENNA INSURANCE GROUP SA - - 77,3 3,6
CARPATICA ASIG SA 100,5 4,8 - -
OTHER COMPANIES 262,4 12,6 239,5 11,3
TOTAL 2.088,9 100,0 2.124,9 100,0
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Total insurance premium per company (EUR min.)

-

0 500 1.000 1.500 2.000 2.500
M CITY INSURANCE SA ALLIANZ — TIRIAC ASIGURARI SA
B EUROINS ROMANIA ASIGURARE REASIGURARE SA ® OMNIASIG VIG (BCR ASIGURARI VIG)
B ASIROM VIENNA INSURANCE GROUP SA GROUPAMA ASIGURARI SA
B NN ASIGURARI DE VIATA SA B GENERALI ROMANIA ASIGURARE REASIGURARE SA
B UNIQA ASIGURARI SA H BCR ASIGURARI DE VIATA VIENNA INSURANCE GROUP SA
W CARPATICA ASIG SA B OTHER COMPANIES

OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds

Laws which regulate private pensions market are Law on Voluntary Pension No 204/2006 and
Law on Privately Administered Pension Funds No 411/2004.

Pension funds belonging to Pillar III are administered by pension companies and by companies
authorized in the insurance and investment field, licensed by the Private Pension Supervision
Commission. The Romanian Financial Supervision Authority (ASF) was set up by the
Government Emergency Ordinance No 93/2012 approved by the Law No 113/2013 as a
specialized, autonomous administrative authority, with legal personality, independent, self -
financed, exercising its attributions by taking-over and reorganizing all the attributions and
prerogatives of the National Securities Commission (CNVM), the Insurance Supervisory
Commission (CSA.) and the Private Pensions System Supervisory Commission (CSSPP). The ASF
is responsible for the authorization, supervision and control of the insurance-reinsurance
market, financial instruments and investments market and private pensions market.

Number of pension funds

Number of funds
31.12.2016. 31.12.2017.
Mandatory private pension funds 7 7
Voluntary pension funds 10 10
Total 17 17
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Pension funds' membership

Number of members (ths.)

31.12.2016. 31.12.2017.
Mandatory private pension funds 6.798 7.042
Voluntary pension funds 410 446
Total 7.209 7.488

Pension funds' net assets

Net assets (EUR mln.)

31.12.2016. 31.12.2017.
Mandatory private pension funds 7.006,7 8.699,7
Voluntary pension funds 334,4 389,8
Total 7.341,1 9.089,5
Mandatory private pension funds’ market share
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Pension funds’ investment portfolio

0,1%

2,3%

3,2%

M Bank deposits

B Government Securities

B Municipal Bonds

B Corporate Bonds

B Supranational Bonds

W Shares

Undertakings for Collective Investment in

Transferable Securities - UCITS

Commodities and precious metals funds

Investment portfolio of mandatory private pension funds

31.12.2016. 31.12.2017.
EUR mlin. Share (%) | EURmlIn. | Share (%)
Bank deposits 502,9 7,2 765,7 8,8
Government securities 4.531,8 64,6 5.347,8 61,4
Municipal bonds 85,0 1,2 86,2 1,0
Corporate bonds 233,8 3,3 264,0 3,0
Supranational bonds 79,6 1,1 203,0 2,3
Shares 1.312,9 18,7 1.716,2 19,7
Undertakings for collective investment in
transferable securities - UCITS 2618 37 3158 3,6
Commodities and precious metals funds 9,5 0,1 9,6 0,1
Instruments for hedging risk -3,0 -0,0 -3,2 -0,0
Other amounts, inclusive amou?ts in 35 01 01 0.0
settlement at the end of reporting date
Total 7.010,7 100,0 8.705,0 100,0
Investment portfolio of voluntary pension funds
31.12.2016. 31.12.2017.
EUR mln. | Share (%) | EURmIn. | Share (%)
Bank deposits 15,7 4,7 21,9 5,6
Government securities 208,5 62,3 224,5 57,5
Municipal bonds 7,8 2,3 7,6 1,9
Corporate bonds 14,8 4,4 24,1 6,2
Supranational bonds 5,5 1,6 9,3 2,4
Shares 70,8 21,1 87,3 22,4
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Undertakings for collective investment in

transferable securities - UCITS 108 3.2 14,5 37
Commodities and precious metals funds 1,1 0,3 1,2 0,3
Instruments for hedging risk -0,2 -0,1 -0,2 -0,1
Private equity 0,2 0,1 0,3 0,1
Total 3349 100,0 390,4 100,0
Investment funds?>

Law which regulates investment funds is the Capital Market Law No 297/2004, which divided
the Collective Investment Institutions (CII) into two categories - investment funds and
investment societies. The most important provisions of this law refer to the organizational and
functional aspect of the respective institutions and also an important part to the financial
instruments for funds investments, according to the provisions of Directive 2007/16/CE.

The authority that regulates and monitorizes the capital market and the institutions involved is
the National Securities Commission (CNVM) and later the Financial Supervision Authority (ASF).
It authorizes the establishment of any new investment funds and the societies that administrate
the funds, the launch of a prospectus as well as the functional aspect of the fund. In 1996 besides
CNVM, it was established the National Association of Funds Administrators which is a non-
governmental organization. Now, there is the Fund Managers Association (AAF, or UNOPC until
May 2008) as a non-governmental professional organization of operators from Collective
Investment Undertakings (OPC).

Number of investment funds

Number of funds
31.12.2016. 31.12.2017.

Multi-active 22 23
Defensive 5 5
Balanced 8 8
Agresive 3 3
Flexible 6 7
Obligatiuni si instrumente cu venit fix 14 14
Stocks 15 16
Capital garantat / Protejat 2 2
Randament absolut 10 11
Other funds 11 11
Open-end funds 96 100
Stocks 4 4
Multi-active 1 1
Randament absolut 6 6
Other funds 5 5
Closed-end funds 16 16
Total 112 116

25 Data from the Romanian Association of Asset Managers (http://www.aaf.ro/en/fonduri-deschise/).
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Investment funds' net assets

Fund type

Net assets (EUR mln.)

31.12.2016.

31.12.2017.

Open-end funds

5.439,0

5.639,9

Closed-end funds

96,8

152,0

Total

5.535,8

5.791,9

Open-end funds’ net assets
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Other non-bank financial institutions

The activity and functioning of non-banking financial institutions (NBFI) are proposed by the
Law on Non-banking Financial Institutions No 93 of 8 April 2009.

The Romanian National Bank is regulatory and supervisory authority for NBFIs at the individual
and group level.

A NBFI may be formed as a joint stock company according to the Company Law No 31/1990 or
in the form of an association, according to Government Ordinance No 26/2000 on associations
and fundations. The Law on Non-banking Financial Institutions states that they have the
obligation to operate on the market in the form of joint stock companies. According to the
Government Ordinance, companies that carry out lending activities only from public funds can
be established as commercial companies or as associations.

The number of NBFIs in the General Register increased to 183 at the end of 2017 from 177 at the
end of 2016, following the erasure of six institutions, at their request, concurrently with the
registration of 12 other institutions. By type of lending activity, according to sections in the
General Register, 149 institutions (81,4%) were recorded under “Multiple lending activities”, a
similar share to that reported at the end of 2016 (80%).

Moreover, compared to end of 2016, the number of NBFIs registered in the Special Register at
the end of 2017 rose from 39 to 42.

NBFlIs by activity on 31.12.2017.

Activity Special Register Other* General
Number | Share (%) Number | Share (%) Register
Multiple lending activities 36 85,7 113 80,1 149
Financial leases 5 11,9 16 11,3 21
Issuing guarantees and assuming
commitments, including credit 1 2,4 4 2,8 5
guarantee
Consumer loans 0 0,0 5 3,5 5
Micro loans 0 0,0 2 1,4 2
Factoring 0 0,0 0,7
Total 42 100,0 141 100,0 183
* Excluding NBFIs in the Special Register.
Key indicators of the NBFI sector on 31.12.2017.
Indicator Spe'cial Other*** Gen'eral
Register Register
Share/endowment capital (%) 48,4 15,5 63,9
Total assets (net - EUR mln.) 660,9 50,0 7109
Total loans and commitments (net - EUR mln.), of which: 525,2 32,7 5579
- financial leases 269,5 4,3 273,8
- other loans 255,7 28,3 284,0
Overdue and doubtful claims (net - EUR mln.), of which: 14,4 3,2 17,6
- overdue and doubtful loans 10,6 2,1 12,7
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Prolv1510ns for overdue and doubtful claims (EUR mln.), of 514 74 588
which:

- provisions for overdue and doubtful loans 449 4,8 49,7
Non-performing loans and commitments (EUR mln.)**** 54,9 8,0 62,9
Retained earnings/Loss carried forward (%) 20,8 1,3 22,1
Profit for the year 2017 (EUR mln.) 12,4 1,9 14,4
ROA (Net income/Total assets, in %) 0,0 0,1 0,0
ROE (Net income/Total equity, in %) 0,2 0,2 0,2
Number of contracts 34.301 19.948 54.249
Number of customers, of which: 30.113 14.698 44.811

- individuals 27.951 14.417 42.368

- legal entities 2.162 281 2.443

* Including data reported by the NBFIs that are also payment institutions.

** Excluding “ROA”, “ROE”, “Number of contracts” and “Number of customers”.

*#* Excluding the NBFIs entered in the Special Register.

*#x% Overdue for more than 90 days and/or in which case legal proceedings have been initiated to recover
the assets (with debtor contagion).

The share of domestic capital continued to show a slow upward trend as compared to the end of
2016, from 68,9% to 69,8%. As for the other countries holding stakes in the share/endowment
capital of the NBFIs listed in the Special Register, at the end of 2017 Germany was in the lead
(25,6% of total foreign capital), ahead of France (24,4%) and Sweden (14,9%). These three
EU member states accounted for 64,8% of total foreign capital, the situation being similar to that
at the end of 2016. Thus, the breakdown of the share/endowment capital by country of origin
highlighted the notable influence of the European financial industry on the Romanian
NBFI sector. As compared to the end of 2016, it is noteworthy that NBFIs with capital originating
in Hungary, Bulgaria and the USA were also registered in the Special Register on
31 December, 2017. Foreign capital in absolute terms amounted to EUR 14,6 million, up EUR
0,16 million versus 2016.

Share/Endowment capital by country of origin on 31.12.2017.

. Share/Endowment capital (%)
Country of origin - - ; ; .
in total capital in total foreign capital

Romania 69,8 -
Germany 7,7 25,6
France 7,4 24,4
Sweden 4,5 14,9
Netherlands 3,8 12,7

[taly 2,3 7,7
Cyprus 1,0 3,2
Greece 0,9 3,0
Poland 0,8 2,6
Austria 0,8 2,5
Hungary 0,4 1,4
Bulgaria 0,3 1,1

USA 0,3 0,9
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SERBIA

Report for Serbia has been done on the basis of official reports of National Bank of Serbia,
Association of Serbian Insurers, Statistical Office of the Republic of Serbia and other relevant
institutions. All conversions from the national currency RSD to EUR have been made at official
Midpoint Exchange Rate of the National Bank of Serbia for appropriate year.

MACROECONOMIC INDICATORS
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2008 7.350 33.418 4.547 55 13,6 369,7 8,6
2009 7.321 29.967 4.093 -3,1 16,1 330,9 6,6
2010 7.292 28.874 3.960 1,8 19,2 346,4 10,3
2011 7.237 30.663 4.237 1,6 23,0 3629 7,0
2012 7.201 29.447 4.089 1,5 23,9 363,9 12,2
2013 7.167 33.813 4,718 2,6 22,1 383,2 2,2
2014 7.132 32.319 4,672 -1,8 19,2 368,1 1,7
2015 7.095 33.491 4.720 0,8 17,7 365,3 1,5
2016 7.058 34.617 4904 2,8 15,3 374,5 1,6
2017 7.040 36.795 5.226 1,9 13,5 394,7 3,0
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
} : Insurance and Voluntary )
Financial ) ) Leasing
L Banks reinsurance pension ) Total
Institution . companies
companies funds
2011 92,4 4,4 0,4 2,8 100,0
2012 92,6 4,5 0,6 2,3 100,0
Assets | 2013 92,4 4,8 0,6 2,2 100,0
(share | 2014 92,0 52 0,8 2,0 100,0
in %) | 2015 91,6 58 0,8 1,8 100,0
2016 91,2 6,1 0,8 1,9 100,0
2017 90,7 6,3 1,0 2,0 100,0
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BANKING SECTOR

Legal and institutional framework

The most important institutions that represent the infrastructure in the banking sector are
National Bank of Serbia (NBS) and commercial banks. The core aim of the monetary policy is
monetary stability - low, stable and predictable inflation and confiedence in the domestic
currency. Supervision is not separate from the Central bank. Law on Banks regulates the banking
sector. Banks are obliged to implement Basel Il standards and had to adopt Basel III standards
by June the 30th, 2017.

Banking sector size

2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 25.458 | 25.155 | 25.310 | 25.246 | 26.332 | 27.766
Total assets as % of GDP 80,3 73,5 76,0 75,4 76,1 75,5
Number of bank employees 28.394 | 26.380 | 25.106 | 24.257 | 23.847 | 23.055
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Ownership structure in 2017

Number of Share in total | Share in total
banks capital (%) assets (%)
Banks with majority domestic ownership 8 23,0 23,1
- central government 6 13,2 16,1
- other domestic entities 2 9,8 7,0
Banks with majority foreign ownership 21 77,0 76,9
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Composition of banks’ assets

Share in total assets (%)

B Banks with majority foreign ownership

Share in total 2012 2013 2014 2015 2016 2017
assets (%)

Cash funds 9,3 9,4 16,3 17,1 14,9 14,0
Net loans 67,7 65,5 64,6 64,9 60,4 62,0
Fixed assets 1,8 3,2 3,0 2,8 2,5 2,0
Other assets 20,0 21,9 16,1 15,2 22,2 22,0
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Composition of banks’ liabilities

Share in total liabilities (%) 2012 2013 2014 2015 2016 2017
Householdsand 47,6 49,7 51,1 52,6 54,0 52,0
corporation deposits
Government deposits 1,2 1,8 2,8 2,9 1,2 1,0
Other liabilities 51,2 48,5 46,1 44,6 44,8 47,0
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2012 2013 2014 2015 2016 2017
B Households and corporation deposits B Government deposits

Maturity structure of deposits and loans
Share in total (%) 2012 2013 2014 2015 2016 2017
Short-term deposits 86,1 85,4 85,0 79,6 80,0 82,0
Long-term deposits 13,9 14,6 15,0 20,4 20,0 18,0
Short-term loans 30,5 31,1 20,3 15,9 16,0 15,0
Long-term loans 69,5 68,9 79,7 84,2 84,0 85,0
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Currency structure of deposits and loans

2015

B Long-term loans

2016
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Share in total (%)
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Deposits in the local currency

21,2
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25,1

27,6
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Deposits' and loans' rates - enterprises

2013

2014

B Deposit rate — more than year

2015

B Loan rate — less than year

2012 2013 2014 2015
Deposit rate - less than year 10,0 9,2 6,9 4,9
Deposit rate - more than year 15,3 13,0 4,7 5,7
Loan rate - less than year 13,3 11,2 8,1 6,4
Loan rate - more than year 9,6 8,4 7,5 5,2
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interest rates (%)

(2}

2012

M Deposit rate — less than year

Loan rate — less than year

2013

The basic features of the banking sector

2014

2015

B Deposit rate — more than year

H Loan rate more than year

oIII III III III

2012 2013 2014 2015 2016 2017
Capital adequacy rate (%) 19,9 20,9 19,9 20,9 21,8 22,6
Total loans (EUR million) 17.148,0 | 16.253,0 | 15.878,0 | 16.255,0
Non-performing |

on-periorming loans 3.217,0 | 3.4480 | 3.483,0 | 3.491,0 | 2.813,5 | 1.766,6

(EUR million)
Ratio of non-performing to 1838 212 219 215 17,0 98
total loans (%)
Net profit/loss (EUR 1020 | -180 49,0 80,0 1836 | 5922
million)
Return on equity (%) 0,2 - 1,0 1,6
Liquid to total assets (%) 0,3 0,4 0,4 0,3 2,1 2,0

INSURANCE SECTOR

Legal framework

Legal framework for insurance sector operations:
- Law on Contract and Torts,

- Law on Enterprises,

- Law on Accounting and Audit,
- Law in National Bank of Serbia,

- Law on Insurance,

- Law on Bankruptcy of Bank and Insurance Companies,

- Special laws that prescribe certain insurance issues, such as implementing certain
compulsory insurance for tourist agencies, transport of dangerous goods, workers

insurance, etc.

- Compulsory Traffic Insurance Law.

The new Law on Insurance represents a step towards implementation of principles priscribed in
Solvency II. The fully implementation of Solvency II principles is planned by the moment of

joining EU.
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Important changes in regulations of the insurance sector during last four years
- The new Law on insurance, which presents a partial involvement of Solvency II

regulation, is adopted in 2014, and took effect during 2015.
- The minimum sum insured in MTPL is raised by app. more then ten times, up to EUR
1.000.000 for body injury, and EUR 200.000 for material damage on objects.

Three priority policies/objectives of the Government over the next three year period that could
affect the insurance sector

- the extension of the scope of compulsory insurance,
- reduction of high fees in selling MTPL,
- promotion of the insurance sector as a significant institutional investor.

Change in the methodology in insurers’ reports in recent years

According to the new Law on insurance, new standard of reports assumes an icreased number
and changed form of reports, all in line with Solvency II requests, especially in the field of
technical reserves.

Institutional framework

Institutional framework for insurance sector operations:
- The Ministry of Finance is a regulatory body in insurance and a supervisor of the
Association of Serbian Insurers.
- National Bank of Serbia is a supervising authority of the insurance market.
- According to the Law on insurance, there are following participants in the insurance
market:
0 Joint-stock insurance companies,
Joint-stock reinsurance companies,
Insurance intermediary companies,
Insurance brokers companies,
Insurance agents — persons.

O O O o

- Association of Serbian Insurers (Information Centre-IC, Green card Bureau, Claims
Handling Bureau, Guarantee Fund).

Minimal amount of share capital

Type of insurer EUR min.
All nonlife classes* 3,2
Particular nonlife classes** 2,2
Life 3,2
Reinsurance 3,2
All classes (nonlife, life and reinsurance) 9,6

* all nonlife, or just liability, credit and surety.
** all types of nonlife excluding all types of liability insurance (including MTPL), credit and surety.
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Total premium income

Nonlife Life Total

2007 EUR (mln.) 503 62 565
Share (%) 89,0 11,0 100,0

EUR (mln.) 517 72 589
2008 Share (%) 87,8 12,2 100,0
Premium growth index 08/07 102,9 114,7 104,2

EUR (mln.) 476 82 558
2009 Share (%) 85,3 14,7 100,0
Premium growth index 09/08 92,0 114,8 94,8

EUR (mln.) 458 90 548
2010 Share (%) 83,5 16,5 100,0
Premium growth index 10/09 96,2 110,0 98,2

EUR (mln.) 453 95 548
2011 Share (%) 82,6 17,4 100,0
Premium growth index 11/10 98,9 105,5 100,0

EUR (mln.) 436 104 540
2012 Share (%) 80,7 19,3 100,0
Premium growth index 12/11 96,3 109,3 98,5

EUR (mln.) 436 123 559
2013 Share (%) 78,0 22,0 100,0
Premium growth index 13/12 100,1 118,0 103,5

EUR (mln.) 441 133 574
2014 Share (%) 76,9 23,1 100,0
Premium growth index 14/13 101,2 107,8 102,7

EUR (mln.) 506 159 665
2015 Share (%) 76,1 23,9 100,0
Premium growth index 15/14 114,7 119,8 115,9

EUR (mln.) 536 188 724
2016 Share (%) 74,1 25,9 100,0
Premium growth index 16/15 1059 118,3 108,9

EUR (mln.) 580 188 767
2017 Share (%) 75,6 24,4 100,0
Premium growth index 17/16 108,2 100,0 105,9
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2017
2016
2015
2014
2013
2012
2011
2010
2009
2008

2007

EUR millions

700 800

900

= Total
H Life

H Nonlife

Insurance penetration and insurance density

Premium as % of GDP

Premium per capita (EUR)

Nonlife 1,70 69

2007 Life 0,20 8
Total 1,90 77

Nonlife 1,70 70

2008 Life 0,20 10
Total 1,90 80

Nonlife 1,60 65

2009 Life 0,30 11
Total 1,90 76

Nonlife 1,50 63

2010 Life 0,30 12
Total 1,80 75

Nonlife 1,48 60

2011 Life 0,31 13
Total 1,79 73

Nonlife 1,48 61
2012 Life 0,35 14
Total 1,83 75

Nonlife 1,29 61

2013 Life 0,36 17
Total 1,65 78

Nonlife 1,37 62

2014 Life 0,40 18
Total 1,77 80
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Nonlife 1,52 71
2015 Life 0,48 22
Total 2,00 93
Nonlife 1,56 76
2016 Life 0,54 26
Total 2,10 102
Nonlife 1,59 85
2017 Life 0,51 27
Total 2,10 112
2017
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2015
2014
2013
2012 ™ Total
2011 m Life
H Nonlife
2010
2009
2008
2007
0,00 0,50 1,00 1,50 2,00 2,50
Insurance penetration (%)
2017
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2014
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2012 o Total
m Life
2011
B Nonlife
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Insurance density (EUR)
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100
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Market concentration

Average Market Market Market Number of | Number of
premium share of | share of the companies (direct)
v Number of per the largest slhare (t)fthe with employees
ear companies* | company largest three argestlve market in the
(EUR company | companies comparnies share less insurance
(%)
min.) (%) (%) than 3% sector
2007 18 31,4 30,8 - 84,2 11 -
2008 21 28 28,2 - 80,2 12 -
2009 22 25,4 27,4 - 78,6 13 -
2010 22 24,9 25,9 62,9 76,5 14 -
2011 28 23,8 26,9 63,1 77,4 15 11.289
2012 28 22,5 29,1 62,4 77,3 17 11.408
2013 28 23,3 27,4 59,8 75,8 16 11.293
2014 25 27,3 25,3 60,7 76,5 13 11.287
2015 24 33,3 26,5 61,1 76 11 10.859
2016 23 31,5 25,7 59,5 74,9 10 10.954
2017 21 36,5 26,8 59,8 77,2 8 10.813

* Includes reinsurance companies, which are excluded from other rows and calculations.

2017

2016

2015

2014

2013

2012

2011

2010

m Market share of the
largest five
companies

B Market share of the
largest three
companies

B Market share of the
largest company

0% 20% 40% 60% 80% 100%
Ownership structure in 2017
Nonlife Life Composite | Reinsurance Total

Number of companies with

o . . 3 0 1 2 6
majority domestic ownership
Number of companies with

o . . 4 4 5 2 15
majority foreign ownership
Market share of companies
with majority domestic 38,0 6,9 - - 22,7
ownership (%)
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Market share of companies
with majority foreign 62,0 93,1 - - 77,3
ownership (%)

Reinsurance

B Number of companies with
majority domestic
ownership

Composite

B Number of companies with

majority foreign ownership
Life

Nonlife

0% 20% 40% 60% 80% 100%

Total premium per major insurance classes

Insurance class 2016 2017
EUR mlin. Share (%) EUR min. Share (%)

Accident 35,5 4,9 28,4 3,7
Health 18,1 2,5 23,6 3,1
Land motor vehicles 56,2 7,8 64,2 8,4
Railway 1,0 0,1 0,9 0,1
Aircrafts 1,0 0,1 0,7 0,1
Vessels 0,9 0,1 1,0 0,1
Goods in transit 5,2 0,7 6,2 0,8
g;zz:‘tr;‘:snatural 40,7 5,6 44,6 58
Other property 86,0 11,9 92,7 12,1
insurance
MTPL 245,9 34,0 263,6 34,4
Aircraft liability 0,8 0,1 0,4 0,1
Use of vessels
liability 0,2 0,0 0,3 0,0
Other liability 15,6 2,2 17,0 2,2
Credit 6,9 1,0 10,8 1,4
Surety 0,7 0,1 1,2 0,2
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Miscell
. isce -aneous 6,0 0.8 63 08
financial losses
Legal protection 0,1 0,0 0,1 0,0
A551s.tance - other 155 21 177 23
nonlife
NONLIFE 536,2 74,1 579,7 75,6
LIFE 187,9 25,9 187,6 24,4
TOTAL 724.,0 100,0 767,2 100,0
Share in total premium
2017
2016
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
W Accident M Health W Land motor vehicles
M Railway M Aircrafts M Vessels

H MTPL
m Other liability

Life

H Goods in transit

® Miscellaneous financial losses

B Fire and natural disasters
m Aircraft liability

m Credit

Legal protection

 Other property insurance
m Use of vessels liability

Surety

Assistance — other nonlife

Insurance companies

Premium (EUR mln.) Market

Rank | Company 2016 2017 share in

Nonlife Life Total Nonlife Life Total 2017 (%)
1 Dunav 174,9 11,0 185,9 192,6 12,9 205,4 26,8
2 Generali 104,4 56,6 161,1 109,9 53,1 163,0 21,2
3 DDOR 75,4 8,5 83,9 78,7 11,5 90,2 11,8
4 Wiener 359 41,3 77,3 52,6 37,2 89,8 11,7
5 Triglav 32,2 2,2 34,4 39,8 4,0 43,7 57
6 Grawe 0,5 28,9 29,4 0,6 31,0 31,6 4,1
7 Uniqa nonlife 29,0 0,0 29,0 30,5 0,0 30,5 4,0
8 Milenijum 22,6 0,0 22,6 25,4 0,0 25,4 33
9 AMS 23,0 0,0 23,0 24,2 0,0 24,2 32
10 | Sava nonlife 14,7 0,0 14,7 16,6 0,0 16,6 2,2
11 | Uniqa life 0,0 14,9 14,9 0,0 14,5 14,5 1,9
12 | SocieteGen 0,0 12,2 12,2 0,0 13,9 13,9 1,8
13 | Merkur 0,0 9,0 9,0 0,0 7,7 7,7 1,0
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14 | Sogaz 4,5 0,0 4,5 5,0 0,0 5,0 0,7
15 Globos 1,9 0,0 1,9 2,6 0,0 2,6 0,3
16 | Savalife 0,0 1,3 1,3 0,0 1,7 1,7 0,2
17 Energoprojekt 1,5 0,0 1,5 1,2 0,0 1,2 0,2
18 | AXA nonlife 15,6 0,0 15,6 0,0 0,0 0,0 0,0
19 | AXAlife 0,0 1,8 1,8 0,0 0,0 0,0 0,0
Total 536,2 187,9 724,0 579,7 | 187,6 767,2 100,0

One nonlife insurer and one life insurer merged with one insurance undertaking for both life
and nonlife insurance in 2017.
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B Grawe H Uniga nonlife B Milenijum mAMS B Sava nonlife
M Uniqa life I SocieteGen m Merkur W Sogaz Globos
M Sava life Energoprojekt AXA nonlife AXA life

Insurance association activities

- Cooperation with Governmental bodies (Ministry of Finance, Ministry of Internal Affairs
and other ministries, Traffic Safety Agency, etc.);

- Cooperation with National Bank of Serbia (supervisory authority);

- Cooperation with other insurance associations of all countries in the region such as
associations, guarantee funds and Green card bureaus;

- A protection of the interests of insurers on the insurance market is carried out via
cooperation with Government bodies, the Chamber of commerce and the National Bank
of Serbia and other organizations;

- Supporting the members of the Parliament in activities that will contribute to the
development of the insurance market and insurance regulative;

236




- Education of insurers through seminars, round tables, expert meetings and trainings;

- Cooperation with schools, colleges and universities for general education related to risk
and need of insurance;

- Arbitration on different matters between insurers is carried out by mediation centre
within National Bank or Serbia (Centre of protection of financial services users);

- The supplying of statistical indexes referring to market losses and other statistical data is
carried out through National Bank or Serbia and Association of Serbian Insurers. These
two institutions receive financial insurance reports for providing and reviewing indexes
in regard to the business of insurance companies and activities, in order to enable
insurers to set premiums and for the purpose of adapting business policy to actual
results;

- The development of actuarial profession in insurance is carried out through the
cooperation with the Association of Serbian Actuaries, which organizes training for
practical purposes;

- The preparation for implementing Solvency II shall be carried out and Association of
Serbian Insurers is planning to provide a support to its members during that process;

- The fight against un-loyal competition (monopolies) is carried out by the Commission
Protection and Consumer Council, where there is cooperation for the elimination of
unfair competition;

- Promotion of social responsible behaviour, including support, education and financial
help towards vulnerable social groups;

- Promotion of insurance sector.

OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds?2é

Law which regulates pension funds is the Law on Voluntary Pension Funds and Pension
Schemes (Official Gazette of RS, 85/05 and 31/11).

The National bank of Serbia is in charge of conducting supervision and regulation of the pension
funds.

As far as pension funds in Serbia are concerned, since 2006 there have been operating only
voluntary pension funds (VPFs). At the end of 2017, same like at the end of 2016, the market of
VPFs consisted of four companies managing seven VPFs, one custody bank, and five agent banks.
At the end of 2017, a total of 125 persons were employed in VPF management companies, by five
more than in the previous year.

26 Data from the National bank of Serbia (https://www.nbs.rs/internet/english/62/62_2 /vpf IV_17.pdf).
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Number of funds grouped by market share

At the end of

Groups by share in net assets (%)

Large (20 and above)

Medium (5-19,99)

Small (0-4,99)

2007 3

4

2008

2009

2010

2011

2012

2013

2014

2015

2016
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Pension funds' net assets

At the end of
year

2007 | 2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

Net assets of
VPF sector 38,8 56,5
(EUR min.)

76,6

96,1

122,6

142,3

174,1

201,2

2394

266,4

298,3

Pension funds’ investment structure

5,4%

B Shares

B Government debt securities

1,6%

8,5%

0,3%

B Custody accounts

H Other bonds

0,5%

M Term deposits

m Other
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Investment funds?’

Law which regulates investment funds is the Law on Investment Funds (Official Gazette of RS,
46/06,51/09,31/11 and 115/14).

Republic of Serbia Securities Commission is in charge of conducting supervision and regulation
of the investment funds.

There are two types of investment funds in Republic of Serbia: (a) open-end investment funds
with public offering and (b) alternative investment funds. In 2017 the alternative investment
funds market was generally characterized by the creation of new funds, even nine, which was a
significant increase in the number of funds compared to the previous year.

Number of investment funds

31.12.2016 31.12.2017
Cash funds 6 7
Equity funds 3 5
Balanced funds 3 4
Closed-end funds 0 1
Total investment funds 12 17
Number of investment fund management companies 5 5

Investment funds' net assets

Net assets (EUR mln.)
Funds
31.12.2016 31.12.2017
1 Ilirika Cash Dinar 1,9 2,3
2 Ilirika Cash Euro 0,2 0,3
3 Raiffeisen Cash 57,4 67,0
Cash 4 Raiffeisen Euro Cash 80,0 102,4
as 5 Kombank Nov¢ani 11,5 15,6
6 Kombank Devizni 0,1 0,1
7 WVP Cash 0,0 0,3
Total 151,1 188,0
1 Ilirika Dynamic 0,2 0,2
2 Triumph 0,1 0,1
) 3 FIMA Proactive 1,3 1,1
Equity -
4 WVP Premium 0,0 0,3
5 WVP Dynamic 0,0 0,3
Total 1,5 1,9
Ilirika Balanced 1,0 1,0
Balanced
Kombank In 0,6 0,5

27 Data from the Republic of Serbia Securities Commission (http://www.sec.gov.rs/index.php/sr/o-

KOMHCHjH/MHTEPHA-aKTa/U3BeIlTaju-0-paay/49-u3Bemtaju-o-paay/6875-roguinmy-u3BeTaj-o-pajsy-

KOMHCH]e-U-KpeTambHUMa-Ha-TPXKULITY-KanuTaaa-3a-2017-rogquny).
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3 Raiffeisen World 9,7 15,6
4 WVP Balanced 0,0 0,3
Total 11,4 11,4
Total Open-end funds 164,0 207,3
Closed-end 1 FIMA SEE Activist 0,9 0,9
osed-en
Total Closed-end funds 0,9 0,9
Total Investment funds 164,9 208,2
Investment funds' net assets by type of investment fund
0,9% 0,4%
H Cash
B Equity
™ Balanced
M Closed-end
Investment structure of the investment funds
5,3%
W Stocks
W Bonds

= Commercial bills

B Short-term and cash deposits

Investment structure of the investment funds by fund types

Investments Commercial | Short-term and cash

(EUR mln.) Stocks Bonds bills deposits TOTAL
Money 0,1 47,0 0,0 140,7 187,8
Equity 1,6 0,0 0,0 0,0 1,6
Balanced 8,7 6,1 0,0 0,1 14,9
Closed-end 0,5 0,0 0,1 0,0 0,6
TOTAL 11,0 53,1 0,1 140,8 205,0
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Currency structure of the short-term cash deposits

W EUR
mRSD

Micro-credit organisations

Micro-credits are approved exclusively by banks and money control is carried out by UNHCR
donors and tax authorities. For the expansion of micro-credit like in European countries, a law is
needed. Banking Law of the Republic of Serbia (refunded text based on the text of the Law on
Banks, Official Gazette of RS, No 107/2005 and its amendments to the Official Gazette of RS,
91/10 and 14/15), in Article 5 states the following:

- No one except the bank can handle the deposit,

- No one except the bank can handle credit approval and issuance of payment cards,

unless authorized by Law.

Leasing companies?8

Law which regulates leasing companies is the Law on Financial Leasing (Official Gazette of RS,
55/03,61/05,31/11,99/11 and other laws).

The National Bank of Serbia is in charge of conducting supervision and regulation of the leasing
companies.

Number of leasing companies

At end of 2017, 16 lessors operated in the Serbian financial leasing sector (same as in 2016).
Their list is as follows:
1. CA Leasing Srbija d.o.o. Beograd
ERB Leasing a.d. Beograd
Heta Leasing d.o.o. Beograd
Intesa Leasing d.o.o. Beograd
LIPAKS d.o.o. Beograd Beograd
OTP Lizing d.o.o. Beograd
NLB Leasing d.o.o. Beograd undergoing liquidation
Piraeus Leasing d.o.o. Beograd
Porsche Leasing SCG d.o.o. Beograd
10 Procredit Leasing d.o.o. Beograd

0 0N W

11. Raiffeisen Leasing d.o.0. Beograd

28 Data from the National Bank of Serbia (https://www.nbs.rs/internet/english/57/57_3/index.html).
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12. S-Leasing d.o.o. Beograd

13. Sogelease Srbija d.o.o.

14. UniCredit Leasing Srbija d.o.o. Beograd
15. VB Leasing d.o.o. Beograd

16. Zastava Istrabenz Lizing d.o.o. Beograd

Structure of assets of the leasing companies

31.12.2016 31.12.2017 % of growth
EUR EUR 31.12.2017/
ITEM mln. v mlin. % 31.12.2016
Assets 538 100,0 | 621 | 100,0 13,7
Fixed assets 473 87,9 545 87,8 13,5
Property, plant and equipment 2 0,3 2 0,3 -8,5
Financial lease receivables 462 85,9 538 86,7 14,7
Long-term financial assets 9 1,6 5 0,7 -47,1
Other fixed assets 0 0,1 1 0,1 35,8
Current assets 65 12,1 77 12,2 14,8
Cash and cash equivalents 32 59 33 53 0,6
Short-term financial lease receivables 1 0,2 1 0,2 -5,4
Short-term financial assets 21 3,9 33 5,3 52,7
Other short-term receivables 3 0,6 2 0,3 -41,6
Other current assets and deferred tax assets 8 1,5 8 1,0 -4,6

Structure of investments of the leasing companies

At end of 2017, by lease asset, financing of freight vehicles, minibuses, and buses (43,1%)
continued to account for the largest share of financial lease as well as passenger vehicles with
33,2%. As in the previous periods, the share of other lease assets continued to account for close
to or below 10,0%. At end of 2016, the largest shares in financial lease investment by lease asset
were retained by the financing of freight vehicles, minibuses and buses with 40,7% and the
financing of passenger vehicles with 31,0%.

At end of 2017, by sector structure of investments, the most significant share in total financial
lease investment was that of transport, warehousing, information and communications (35,2%).
Trade also accounted for a significant share with 15,3%, as did manufacturing, mining and water
supply with 13,7% and construction with 7,1%. At the end of 2016, the most significant share in
total financial lease investment was that of transport, warehousing, information and
communications (36,4%). Trade also accounted for a significant share with 15,4%, as did
manufacturing, mining and water supply with 14,4%.
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SLOVENIA

Report for Serbia has been done on the basis of official reports of Statistical Office of the
Republic of Slovenia, Insurance Supervision Agency, Slovenian Insurance Association, Bank of
Slovenia and other relevant institutions.

MACROECONOMIC INDICATORS
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2008 2.026 37.951 18.769 3,3 6,7 900 2,1
2009 2.032 36.166 17.714 -7,8 9,1 930 1,8
2010 2.047 36.252 17.694 1,2 10,7 967 1,9
2011 2.050 36.896 17.973 0,6 11,8 987 2,0
2012 2.055 36.076 17.540 -2,7 12,0 991 2,7
2013 2.059 36.239 17.596 -1,1 13,1 997 0,7
2014 2.061 37.615 18.244 3,0 13,1 1.005 0,2
2015 2.063 38.837 18.823 2,3 12,3 1.013 -0,5
2016 2.064 40.418 19.576 3,1 11,2 1.030 0,5
2017 2.066 43.278 20.951 5,0 9,5 1.062 1,5
* December each year/December of the previous year
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
) L Assets (EUR mln.)
Financial institution
2011 2012 2013 2014 2015 2016 2017
Banks 49.243 46.119 40.344 38.714 37.411 | 39.288 | 37.946
Insurance and
reinsurance 7.410 6.957 7.098 7.616 7.724 8.092 8.038
companies
Pension companies 671 603 552 582 625 684 738
Investment funds 1.811 1.830 1.855 2.151 2.319 2.474 2.699
Leasing companies 5.088 4.842 3.826 3.461 2.870 2.676 2.900
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2017 I N
2016 [ N wcon
2015 [ I = insurance and reinsurance
companies
2010 N M = Pension companies
2013 | R = Investment funds
o2 | W * 5" comPries
2011 |
0% 20% 40% 60% 80% 100%
BANKING SECTOR
Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 46.119 | 40.344 | 38.714 | 37.383 | 37.050 | 37.946
Total assets as % of GDP 130,0 115,0 107,0 101,0 97,0 95,0
Number of bank employees* 11.498 | 11.218 | 10.682 | 10.444 | 10.055 | 9.844
* Including employees from the savings banks.
50.000 140
45.000
120
40.000
35.000 100
30.000 30
25.000
20.000 60
15.000 40
10.000
20
5.000
0 0
2012 2013 2014 2015 2016 2017

I Total assets (EUR min.) - left scale

= Total assets as % of GDP - right scale
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Market concentration

2012 2013 2014 2015 2016 2017
Number of banks 23 23 24 23 19 18
Averageassetsper |, oo | 17541 | 16131 | 16254 | 19500 | 21081
bank (EUR mln.)

Market share of the largest bank in 2017 was 23,0%, the three largest banks was 55,9% and the
five largest banks was 73,4%.

Maturity structure of deposits and loans

2012 2013 2014 2015 2016 2017
Short-term deposits 67,7 69,7 69,9 72,3 77,9 80,8
Long-term deposits 32,3 30,3 30,1 27,7 22,1 19,2

100
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__ 8o
R 70
= 60
[e}
:':‘ 50
w 40
2 30
20
10
0
2012 2013 2014 2015 2016 2017
B Short-term deposits B Long-term deposits
Deposits' and loans' rates - households
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 1,1 0,9 0,5 0,2 0,1 0,0
Deposit rate - more than year 4,0 3,8 2,8 1,7 1,1 0,8
Loan rate - less than year 7,3 7,1 6,8 6,6 6,4 6,2
Loan rate - more than year 4,0 3,4 3,4 3,2 3,0 3,0
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Interest rate (%)

O P, N W B U1 O N

2012

2013

2014 2015 2016 2017
B Deposit rate — less than year B Deposit rate — more than year
B Loan rate — less than year B Loan rate more than year
Deposits' and loans' rates - enterprises
2012 2013 2014 2015 2016 2017
Deposit rate - less than year 1,4 1,1 0,5 0,1 0,0 0,0
Deposit rate - more than year 4,0 3,8 2,6 1,5 0,8 0,4
Loan rate - less than year 5,7 5,6 5,4 4,2 3,2 2,6
Loan rate - more than year 3,9 3,5 3,6 3,2 2,6 2,3

Interest rate (%)

INSURANCE SECTOR

v

S

w

N

1 I
0

2012

Legal framework

2013

B Deposit rate — less than year

M Loan rate — less than year

2014

Legal framework for insurance sector operations:
Insurance Act,
Secondary insurance legislation,
Compulsory Motor Third-party Liability Act,
Pension and Disability Insurance Act,
Health Care and Health Insurance Act,
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- Tax on Insurance Premiums Act,
- Code of Obligations,
- Prevention of Money Laundering and Terrorist Financing Act.

At the end of 2015 and during 2016 the new Insurance Act and secondary insurance legislation
are changed in accordance to Solvency II (transposition of Solvency Il directive) and from 1
January 2013 there are changes in Pension and Disability Insurance Act (new provisions for
additional pension insurance).

There are two priority policies/objectives of the Government over the next two years period
that could affect the insurance sector:
- Transposition of Insurance Distribution Directive into Slovenian legislation (Insurance
Act), deadline for the implementation is 23 February 2018.
- Health care and health insurance reform (abolition of voluntary co-payment insurance).

The methodology of insurers’ reports significantly changed in accordance to Solvency II
directive during the previous years and there were not any significant changes in last year.

Institutional framework

Institutional framework for insurance sector operations:
- Ministry of Finance,
- Insurance Supervision Agency,
- Slovenian Insurance Association,
- Insurance companies,
- Reinsurance companies,
- Insurance intermediaries,
- Insurance agents.

Total premium income

Nonlife Life Total

2007 EUR (mln.) 1.285 676 1.961

Share (%) 65,5 34,5 100,0

EUR (mln.) 1.376 713 2.089

2008 Share (%) 65,9 34,1 100,0
Premium growth index 08/07 107,1 105,5 106,5

EUR (mln.) 1.443 697 2.140

2009 Share (%) 67,4 32,6 100,0

Premium growth index 09/08 104,9 97,8 102,4

EUR (mln.) 1.439 723 2.162

2010 Share (%) 66,6 33,4 100,0
Premium growth index 10/09 99,7 103,7 101,0

EUR (mln.) 1.454 666 2.120

2011 Share (%) 68,6 31,4 100,0
Premium growth index 11/10 101,0 92,1 98,1

EUR (mln.) 1.457 660 2.117

2012 Share (%) 68,8 31,2 100,0
Premium growth index 12/11 100,2 99,1 99,9
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EUR (mln.) 1.425 613 2.038

2013 Share (%) 69,9 30,1 100,0
Premium growth index 13/12 97,8 92,9 96,3

EUR (mln.) 1.403 595 1.998

2014 Share (%) 70,2 29,8 100,0
Premium growth index 14/13 98,5 97,1 98,0

EUR (mln.) 1411 625 2.036

2015 Share (%) 69,3 30,7 100,0

Premium growth index 15/14 100,6 105,0 101,9

EUR (mln.) 1.460 607 2.066

2016 Share (%) 70,7 29,4 100,0
Premium growth index 16/15 103,5 97,1 101,5

EUR (mln.) 1.526 654 2.179

2017 Share (%) 70,0 30,0 100,0
Premium growth index 17/16 104,5 107,8 105,5

The figures are based on data of Slovenian Insurance Association members and do not cover the
entire Slovenian insurance market (insurance companies, branch offices of foreign insurance
companies and other companies, which also sell insurance products, are not included).

2015

2014

2013

2012

2011

2010

2009

2008

2007

 Total
H Life

H Nonlife

500 1.000 1.500

EUR millions

2.500
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Insurance penetration and insurance density

Premium as % of GDP Premium per capita (EUR)

Nonlife 3,65 639

2007 Life 1,92 336

Total 5,58 975

Nonlife 3,63 679

2008 Life 1,88 352
Total 5,51 1.031

Nonlife 3,99 710

2009 Life 1,93 343
Total 5,92 1.053

Nonlife 3,97 703

2010 Life 1,99 353
Total 5,96 1.056

Nonlife 3,94 709

2011 Life 1,80 325
Total 5,75 1.034

Nonlife 4,04 709

2012 Life 1,83 321
Total 5,87 1.030

Nonlife 3,93 692

2013 Life 1,69 298

Total 5,62 990

Nonlife 3,73 681

2014 Life 1,58 289

Total 5,31 969

Nonlife 3,63 684

2015 Life 1,61 303

Total 5,24 987

Nonlife 3,61 707

2016 Life 1,50 294
Total 5,11 1.001

Nonlife 3,53 739

2017 Life 1,51 316
Total 5,04 1.055
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2016
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Insurance density (EUR)

1.200

 Total
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H Nonlife
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Market concentration

Average | Market Market Market Number of | Number of
premium | share of share of share of | companies (direct)
Number of per the the largest | the largest with employees
companies | company | largest three five market in the
(EUR company | companies | companies | shareless | insurance
min.) (%) (%) (%) than 3% sector
2007 19 101,1 36,8 62,1 80,1 13 6.064
2008 20 102,4 36,8 61,6 79,6 12 6.365
2009 20 105,1 35,4 60,4 78,9 11 6.340
2010 20 106,1 33,9 58,5 76,7 11 6.166
2011 20 104,2 33,4 58,7 75,5 12 6.147
2012 21 100,8 30,5 56 73,8 13 6.339
2013 20 101,9 29,6 57,7 75,2 12 6.267
2014 21 99,9 29,6 57,4 75,3 12 6.263
2015 20 101,8 28,7 56,8 74,4 11 6.342
2016 19 108,7 28,7 60 78,9 11 6.434
2017 18 121,1 27,7 58,5 77,5 10 6.270

2017

2016
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2007
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 Market share of the
largest five
companies

B Market share of the
largest three
companies

B Market share of the
largest company

90%
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Total premium per major insurance classes

2016 2017
Insurance class
EUR mln. Share (%) EUR mln. Share (%)
Accident 96,2 4,66 94,7 4,35
Health 491,5 23,79 515,5 23,66
Land motor vehicles 2345 11,35 257,4 11,81
Railway 3,0 0,15 3,0 0,14
Aircrafts 1,2 0,06 0,9 0,04
Vessels 1,1 0,05 1,1 0,05
Goods in transit 7,9 0,38 7,8 0,36
Fire and natural 118,0 5,71 117,7 5,40
disasters
Other property 126,5 6,12 134,2 6,16
insurance
MTPL 225,6 10,92 233,9 10,73
Aircraft liability 1,1 0,06 1,0 0,05
E:Ei;’ift;’essels 1,2 0,06 1,2 0,05
Other liability 67,6 3,27 67,2 3,08
Credit 45,4 2,20 46,2 2,12
Surety 1,7 0,08 1,9 0,09
Miscellaneous
financial losses 6,5 0.32 68 0.31
Legal protection 3,8 0,18 3,8 0,17
ﬁzg:lsi;:nce - other 26,6 1,29 31,4 1,44
NONLIFE 1.459,5 70,64 1.525,8 70,01
LIFE 606,5 29,36 653,5 29,99
TOTAL 2.066,1 100,00 2.179,3 100,00
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2017

2016

Share in total premium

0% 10% 20%

B Accident

M Railway

B Goods in transit
B MTPL

m Other liability

30%

m Miscellaneous financial losses

Life

40%

M Health
M Aircrafts

50%

60%

M Fire and natural disasters
M Aircraft liability

m Credit

Legal protection

70% 80%

M Land motor vehicles

H Vessels

90% 100%

m Other property insurance
1 Use of vessels liability

Surety

Assistance - other nonlife

Insurance companies

Premium (EUR mln.) Market
Rank Company 2016 2017 share in
Nonlife Life Total Nonlife Life Total 2017 (%)

1 | Triglav 4218 | 1703 | 5920 | 4312 | 1735 | 6047 27,8

2 | Sava 262,5 | 825 | 3450 | 2792 | 846 | 3638 16,7

3 | Adriatic Slovenica | 2383 | 642 | 3025 | 24L,6 | 652 | 3069 14,1

4 | VzemnaMutual oo, 0,0 2757 | 2845 00 | 2845 13,1
Health

5 | Triglav, Health 114,8 0,0 1148 | 1299 00 | 1299 6,0
Insurance

6 | GENERALI 64,2 28,9 93,1 70,5 31,5 | 102,0 47

7 | Modra 0,0 56,5 56,5 0,0 858 | 858 3,9

g | LDV 3,0 608 | 638 3,3 67,6 | 708 33
Zivljenjska

9 | Merkur 83 38,6 46,9 8,8 374 | 462 2,1

10 | GRAWE 231 18,5 41,6 252 17,4 | 425 2,0

11 | Prva 2,1 30,6 32,7 2,3 326 | 349 1,6

12 | Skupna 0,0 29,2 292 0,0 300 | 30,0 1,4
pokojninska

13 | Wiener Stadtische | 10,5 184 288 10,6 192 | 298 1,4

14 | SID - FirstCredit 14,4 0,0 14,4 15,1 0,0 15,1 0,7
Insurance

15 | ERGO 9,5 15 11,0 10,4 3,1 13,5 0,6

16 | Allianz 9,0 0,0 9,0 11,0 0,0 11,0 0,5
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17 | Sklad obrtnikov 0,0 4,4 4,4 0,0 5,7 5,7 0,3

18 | ARAGSE 2,2 0,0 2,2 2,3 0,0 2,3 0,1

19 | ERGO Zivljenjska 0,0 2,3 2,3 0,0 0,0 0,0 0,0
Total 1.459,5 | 606,6 | 2.066,1 | 1.525,8 | 653,5 2'1379' 100,0

Note: The insurance portfolio of ERGO Zivljenska was was transferred to ERGO in March 2017.
The insurance portfolio of Zavarovalnica Tilia was transferred to Zavarovalnica Maribor in
November 2016. The latter was subsequently renamed Zavarovalnica Sava d.d.
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ERGO Zivljenjska

Insurance association activities

- cooperation with other insurance associations in the region

Slovenian Insurance Association is the only insurance association in Slovenia. We cooperate with
insurance associations in EU and Insurance Brokers Association of Slovenia.

- protection ofthe interests ofnsurerson the insurance market

Slovenian Insurance Association cooperates with Insurance Europe, relevant ministries and
Insurance Supervision Agency and initiates legal changes that contribute to development of
Slovenian insurance market. In the interest of its members, Slovenian Insurance Association
performs following activities related to its members' insurance business:
- represents the combined and individual interests of its members vis-a-vis state bodies
and other organizations,
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- cooperates with economic, scientific, technical and other organizations for the purpose
of promoting the development of insurance,
- encourages research and publication activities in insurance.

- initiating the legislatorsto take certain actionsthat will contribute to the development of
insurancemarket

Slovenian Insurance Association actively cooperates with relevant ministries in Slovenia and
Insurance Supervision Agency and initiates legal changes that contribute to development of
insurance market (Insurance Act, Secondary insurance legislation, Pension and disability
insurance act, Health care and health insurance act, Tax on insurance premiums act, Act of
subsiding insurance premiums for the insurance of agricultural production and fisheries, etc.).

- education ofinsurersfor better performance

Slovenian Insurance Association organizes training and carry out testing of professional
knowledge required to perform insurance agency and brokerage transactions. We also organize
many different seminars for insurance employees such as Insurance Days in Slovenia (this
traditional annual event is the most important and biggest insurance meeting in the country),
Seminar for insurance agents and insurance brokers (annual event), Motor insurance seminar
(annual event) and others.

- arbitration in case ofdisputesbetweeninsurerson different basis

The following bodies of the Slovenian Insurance Association provide the out-of-court settlement
of disputes between insurance and reinsurance companies and their clients:

- the Insurance Ombudsman,
- the Mediation Centre.

Each member of the Slovenian Insurance Association agrees with the Insurance Code and the
acts governing the procedures for the out-of-court settlement of disputes.

- providing statistical indicators of the losse®n the market level necessary to insurers to
calculate premium tariffs

Slovenian Insurance Association provides indicators according to the collected data from its
members (monthly, quarterly and yearly).

- developmenbf actuarial servicesin the insurance sector

Slovenian Insurance Association cooperates with Slovenian Association of Actuaries which is
responsible for developing actuarial services in the insurance sector.

- establishment oproceduresfor obtaining rights for intermediation in insurance

Slovenian Insurance Association organizes training and carry out testing of professional
knowledge required to perform insurance agency and brokerage transactions.

- activities for adaptation of the insurers to Solvency Il regime

All members of Slovenian Insurance Association received all information and documents
relating to Solvency II regime. Slovenian Insurance Association also actively cooperates with
Ministry of Finance and Insurance Supervision Agency.
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OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds?°

Laws which regulate pension funds are:

- Pension and Disability Insurance Act (Official Gazette of the Republic of Slovenia 96/12),
- Act Amending the Pension and Disability Insurance Act (Official Gazette of the Republic

of Slovenia 23/17).

Supervision and regulation of pension funds in Slovenia is performed by the Bank of Slovenia.

Pension funds' membership

31.12.2016.

31.12.2017.

Mutual pension funds (ths.)

266,3

273,0

Pension funds' net assets

Net assets (EUR mln.)
31.12.2016. 31.12.2017.

Mutual pension funds 1.011,7 1.065,7
Equity mutual funds 1.943,5 1.633,9
Mixed mutual funds 711,4 797,0
Bond mutual funds 169,0 178,4
Money market mutual funds 100,3 55,0
Other mutual funds - 0,5

Special type of a pension fund

The First Pension Fund (PPS) represents a special type of a pension fund. The fund is designed
to cover for payments of pension annuities from insurance policies under supplementary
pension insurance and is managed by Modra Zavarovalnica.

The premium for the pension annuity was provided with the exchange of pension coupons for
insurance policy points. In 1999, shareholders of Authorised Investment Companies that had
opted for the exchange and persons who held employment certificates (compensations for the
due salaries for 1992) were issued pension coupons. Pension coupons were issued in a non-
material form and were freely transferable. A natural person could exchange a maximum of
10.000 pension coupons for an insurance policy of supplementary pension insurance during the
period from 15 October, 1999 to 31 December, 2002.

29 Data from the Securities Market Agency (https://www.a-tvp.si/eng/mutual-pension-funds/mutual-
pension-funds).
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On 31 December, 2002, pension coupons held by natural persons that had not opted for the
exchange were directly exchanged for an insurance policy pursuant to law. All rights of legal
entities as well as all natural persons who held pension coupons in excess of 10.000 have been
extinguished on 31 December, 2002. Since 01 January, 2003, the First Pension Fund is a close-
end mutual pension fund.

Investment funds30

Laws which regulate investment funds are:
- Law on Investment Funds and Management Companies - ZISDU-3 (Official Gazette of the
Republic of Slovenia 31/15),
- The Law on Alternative Investment Fund Manager - ZUAIS (Official Gazette of the
Republic of Slovenia 32/15).

Supervision and regulation of investment funds in Slovenia is performed by the Securities
Market Agency.

At the end of 2017, seven management companies operated, that managed six umbrella funds
with 96 sub-funds and four mutual funds. The volume of assets in the investment funds of
domestic management funds amounted to EUR 2.665 billion at the end of the year.

At the end of 2017, there were 11 alternative investment fund (AIF) registered operators and
two AIF operators that were authorized by the Agency to provide AIF management services.
These operators managed two special investment fund manager (SIS) and 15 AIF without status.
At the end of 2016, the amount of funds in the management of AIF operators located in the
Republic of Slovenia amounted to EUR 45 million.

On 31 December, 2018, the net asset value (NAV) in Slovenian mutual funds was EUR 2.468,8
million and 59% of assets were in joint stock mutual funds, 31% in mixed ones, 7% in bonds,
and the rest in other funds. Net payments to mutual funds were negative in 2018, amounting to
EUR 9,3 million. An overview of payments by types of mutual funds shows that:31

- net payments to equity funds were negative (- EUR 42,6 million),

- net contributions to mixed funds were negative (- EUR 17,0 million),

- positive net worth for bond funds (EUR 8,7 million),

- net payments to money market funds were positive (EUR 24,9 million).

Leasing companies3?
The Bank Association of Slovenia was founded in 1956. The main Association’s task is

implementation of the activities in the interest of its members. The Association represents the
voice of banks, saving banks and leasing companies, operating in Slovenia.

30 Data from the Securities Market Agency (https://www.a-tvp.si/eng).

31 https://www.zdu-giz.si/uploads/clanki/Trendi-VS---leto2018-1.pdf.
http://www.a-tvp.si/Documents/ENG/PUBLICATIONS/ATVP_Letno%20Porocilo%202017_ANG_
13062018.pdf.

32 https://www.zbs-giz.si/en/zdruzenje-bank.asp?Structureld=1193.
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The Leasing Committee, representing leasing industry in Slovenia, has estalished as a leasing
office within the Bank Association of Slovenia. Also, using synergy with bank members, it covers
all the needs of its members.

After a sluggish start, 2017 was proved to be a good year for leasing operations in terms of their
visibility. This upswing could be seen also in the relations with the government bodies such as
the Ministry of Economic Development and Technology and the Bank of Slovenia, in issuing
regulatory provisions for the implementation of the recently promulgated Consumer Credit Act
in the first quarter of 2017 and got further impetus in the second quarter of the year, when the
leasing operations were presented as risky by the media when the KDS Leasing case cracked
wide open.

In the area of the leasing activities, there were relevant trends in 2017, with an impact on the
membership. At this point we should mention the sale of the portfolios of the leasing companies,
the sale of certain leasing companies, the specialisation of the member institutions, the changes
in business models, winding up of some leasing companies, etc. It all had as a foreseeable
consequence resigning from being a member of a number of leasing companies and it actually
happened. On the other hand, new economic agents operating in the area of leasing activities
entered the market and they expressed interest for cooperation within the framework of the
Association and they operated according a specific business model.

Leasing companies, membership on 31 December, 2017:
- Aleasing,
- BKS-Leasing,
- AC-PSV,
- DBS Leasing,
- GB Leasing,
- NLB Leasing,
- Porsche Leasing SLO,
- RCI Banque, Francija, Banking Branch Ljubljana
- SKB Leasing,
- SKB Leasing Select,
- Sparkasse Leasing S,
- Summit Leasing Slovenija,
- VBKS Leasing,
- VBS Leasing.
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TURKEY

Report for Turkey has been done on the basis of official reports of Turkish Statistical Institute,
Central Bank of the Republic of Turkey and other relevant institutions. All conversions from the
national currency TRY to EUR have been made at official Midpoint Exchange Rate of the Central
Bank of the Republic of Turkey for appropriate year.

MACROECONOMIC INDICATORS
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2012 75.627 679.499 9.039 4,8 8,4 6,2 2,3100
2013 76.668 715.841 9.401 8,5 9,0 7,4 2,5281
2014 77.696 702.907 9.107 5,2 9,9 8,2 2,9086
2015 78.741 774.136 9.897 6,1 10,3 8,8 3,0210
2016 79.815 780.338 9.843 3,2 10,9 8,5 3,3428
2017 80.811 753.992 9.388 7,4 10,9 11,9 4,1201
STRUCTURE OF THE FINANCIAL SERVICE SECTOR
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2012 Assets (EURmlIn.) | 593.333 | 13.983 | 8.788 | 29.004 | 12.900 | 8.788 | 666.797
Share (%) 89,0 2,1 1,3 4,4 1,9 1,3 100,0
2013 Assets (EURmlIn.) | 685.258 | 15.031 | 10.403 | 25.474 | 14.952 | 11.273 | 762.391
Share (%) 89,9 2,0 1,4 3,3 2,0 1,5 100,0
2014 Assets (EURmln.) | 685.622 | 14.853 | 12.996 | 24.720 | 16.090 | 11.208 | 765.489
Share (%) 89,6 1,9 1,7 3,2 2,1 1,5 100,0
2015 Assets (EURmlIn.) | 780.205 | 16.683 | 15.889 | 24.859 | 17.842 | 13.439 | 868.918
Share (%) 89,8 1,9 1,8 2,9 2,1 1,6 100,0
2016 Assets (EURmln.) | 776.415 | 18.368 | 18.188 | 26.654 | 19.714 | 14.509 | 873.848
Share (%) 88,9 2,1 2,1 3,1 2,3 1,7 100,0
2017 Assets (EURmln.) | 790.719 | 18.106 | 18.859 | 25917 | 20.101 | 14.106 | 887.809
Share (%) 89,1 2,0 2,1 2,9 2,3 1,6 100,0

Investment funds includes securities mutual funds, securities intermediary institutions, real

estate investments funds and enterprise capital management companies.

Micro-credit organizations includes factoring companies and consumer finance companies.
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2017

2016

2015

2014

2013

2012

W Banks

M Investment funds

B Leasing companies

M Insurance and reinsurance
companies

m Voluntary pension funds

B Micro-credit organisations

80% 85% 90% 95% 100%
BANKING SECTOR
Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mln.) 584.446 | 590.377 | 705.376 | 740.458 | 699.574 | 685.426
Total assets as % of GDP 97,0 111,0 114,0 121,0 105,0 105,0
Number of bank employees 201.453 | 214.226 | 216.912 | 217.504 | 196.700 | 193.504
800.000 140
700.000 - 120
600.000 100
500.000
- 80
400.000
- 60
300.000
200.000 - 40
100.000 - 20
0 -0
2012 2013 2014 2015 2016 2017

B Total assets (EUR min.) - left scale

= Total assets as % of GDP - right scale
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Market concentration

2012 2013 2014 2015 2016 2017
Number of banks 45 45 51 52 52 52
Average assets per bank (EUR mln.) 12.988 | 13.119 | 13.831 | 14.240 | 13.453 | 13.181
Market share of the largest bank (%) 14,0 13,0 13,0 13,0 13,8 14,3
Market share of the three largest 38,0 38,0 37.0 37.0 36,7 36,0
banks (%)
lgi)[z;‘ket share of the five largest banks 60,0 58,0 58,0 58,0 56,8 56,0
Number of banks with market share 38 38 40 41 37 36
less than 3%
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B Market share of the largest bank (%)

2014 2015

1 Market share of the five largest banks (%)

2016

B Market share of the three largest banks (%)

2017

Ownership structure in 2017

Number of Share in total Share in total
banks capital (%) assets (%)
Banks with majority domestic ownership 26 8,1 69,2
- central government 3 2,7 32,6
- other domestic entities 23 54 36,6
Banks with majority foreign ownership 26 91,9 30,8
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Number of banks Share in total capital (%) Share in total assets (%)

B Banks with majority domestic ownership B Banks with majority foreign ownership

Composition of banks’ assets

Cash funds | Net loans Fixed Government Other

assets bonds assets

2012 Amount (EUR min.) 60.515 251.449 10.240 84.802 11.450
Share (%) 14,0 58,0 2,0 20,0 3,0

2013 Amount (EUR min.) 83.880 331.188 11.218 90.059 13.726
Share (%) 15,0 61,0 2,0 17,0 3,0

2014 Amount (EUR min.) 92.764 392.691 13.788 94.939 16.483
Share (%) 15,0 63,0 2,0 15,0 3,0

2015 Amount (EUR min.) 112.173 470.182 18.458 103.571 16.928
Share (%) 15,0 64,0 3,0 14,0 2,0

2016 Amount (EUR min.) 90.945 462.714 13.991 88.701 13.991
Share (%) 13,0 66,0 2,0 12,7 2,0

2017 Amount (EUR min.) 82.251 445527 10.281 82.251 13.709
Share (%) 12,0 65,0 1,5 12,0 2,0

262




Share in total assets (%)
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B Government bonds

m Other assets

2017

Composition of banks’ liabilities

Households Interbank
and Government | borrowing - ECB Bonds Total
corporation deposits domestic borrowing | issued | liabilities
deposits banks
Amount 409.158 24.271 44.838 3.853 20.956 | 771.444
2012 (EUR mIn.)
Share (%) 53,0 3,1 5,8 0,5 2,7 100,0
Amount 419.442 24.308 55.887 6.200 27.959 | 813.415
2013 (EUR min.)
Share (%) 51,6 3,0 6,9 0,8 34 100,0
Amount 430.192 21.405 58.932 8.279 37.778 | 853.573
2014 (EUR mln.)
Share (%) 50,4 2,5 6,9 1,0 4,4 100,0
Amount 405.695 20.644 56.653 7.994 33.061 | 805.509
2015 (EUR mln.)
Share (%) 50,4 2,6 7,0 1,0 41 100,0
Amount 423.339 17.878 40.708 7.792 28.831 | 779.248
2016 (EUR mln.)
Share (%) 54,3 2,3 5,2 1,0 3,7 100,0
Amount 523.680 21.835 35.544 9.921 36.938 | 985.530
2017 (EUR mln.)
Share (%) 53,1 2,2 3,6 1,0 3,7 100,0
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2012 2013 2014 2015 2016 2017
Households and corporation deposits B Government deposits
B Interbank borrowing - domestic banks ECB borrowing
H Bonds issued
Maturity structure of deposits and loans
Short- Long-term Total Short- Long-
term denosits deposits term term Total
deposits p loans loans
Amount
2012 | (EUR min)) 141.465 291.964 433.428 161.746 284.333 | 446.080
Share (%) 32,6 67,4 100,0 36,3 63,7 100,0
Amount
2013 | (EUR min.) 147.549 296.201 443.750 164.289 327.151 | 491.440
Share (%) 33,3 66,7 100,0 33,4 66,6 100,0
Amount
2014 | (EUR min.) 151.709 299.890 451.590 176.079 356.192 | 532.270
Share (%) 33,6 66,4 100,0 33,1 66,9 100,0
Amount
2015 | (EUR min.) 142.128 284.212 426.339 145.360 362.964 | 508.325
Share (%) 33,3 66,7 100,0 28,6 71,4 100,0
Amount 124.992 | 291.647,93 | 416.640 | 251.099 | 245256 |496.355
2016 | (EURmlIn.) ' T ) ) ) )
Share (%) 30,0 70,0 100,0 50,6 49,4 100,0
Amount
2017 | (EUR min.) 129.678 369.097 498.775 263.416 72.063 335.479
Share (%) 26,0 74,0 100,0 78,5 21,5 100,0

* Sum of loans maturity up to 1 year; ** sum of loans maturity 1 to 5 and more than 5 years
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B Short-term loans  ® Long-term loans
Currency structure of deposits and loans
Deposits in : Deposits Loans in Loans in
the local Deposits in other the local Loans other
in EUR in EUR
currency currency currency currency
Amount
2012 | (EUR min.) 287.619 53.041 91.532 298.006 43.370 87.551
Share (%) 66,5 12,3 21,2 69,5 10,1 20,4
Amount
2013 | (EUR min) 272.437 69.493 100.668 315.339 53.610 104.825
Share (%) 61,6 15,7 22,7 66,6 11,3 22,1
Amount
2014 | (EUR min) 280.004 66.146 107.582 341.275 54.676 119.584
Share (%) 61,7 14,6 23,7 66,2 10,6 23,2
Amount
2015 | (EUR min.) 240.431 65.795 122.110 315.783 66.703 113.582
Share (%) 56,1 15,4 28,5 63,7 13,4 22,9
Amount
2016 | (EUR min.) 234.066 - 138.926 344.320 - 121.312
Share (%) 62,8 - 37,2 73,9 - 26,1
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Amount
2017 | (EUR min.) 248.415 - 161.470 516.623 - 165.472
Share (%) 60,6 - 39,4 75,7 - 24,3
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B Deposits in the local currency M Deposits in EUR m Deposits in other currency
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2012 2013 2014 2015 2016 2017
H Loans in the local currency B Loans in EUR B Loans in other currency
Deposits' and loans' rates - households
2012 2013 2014 2015 2016* 2017*
Deposit rate - less than year 7,7 9,1 9,9 11,6 10,6 13,8
Deposit rate - more than year 8,3 7,1 9,6 10,6 10,6 13,8
Loan rate - less than year 13,8 13,7 14,3 17,4 17,6 17,9
Loan rate - more than year 13,8 13,7 14,3 17,4 17,6 17,9

* Weighted average interest rates without data for exact maturity.
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B Deposit rate — less than year B Deposit rate — more than year
B Loan rate — less than year H Loan rate — more than year
Deposits' and loans' rates - enterprises
2012 2013 2014 2015 2016* 2017*
Deposit rate - less than year 7,7 9,1 9,9 11,6 10,1 12,2
Deposit rate - more than year 8,3 7,1 9,6 10,6 9,5 11,1
Loan rate - less than year 11,0 10,6 11,1 15,8 15,6 15,5
Loan rate more than year 11,0 10,6 11,1 15,8 15,6 15,5

* weighted average interest rates without data for exact maturity
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The basic features of the banking sector

2015

H Loan rate — more than year

2016
B Deposit rate — more than year

2017

Stable capitalization Lower capital of loan-portfolio
Regul.atory Capital Total loans | Non-performing RatiO.Of non-
capital adequacy (EURmIn.) | loans (EUR min.) performing to total
(EUR mln.) rate (%) loans (%)
2012 43,3 17,2 995,7 29
2013 59,5 15,7 429.437,2 1.107,6 2,6
2014 61,9 16,3 407.412,5 1.251,5 29
2015 66,2 14,7 495.531,3 1.701,4 3,2
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2016 89,8 15,6 522.615,8 1.645,3 3,3

2017 97,1 16,8 512.608,9 1.286,4 3,0
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total Liquid assets to short-term
(EUR min.) equity (%) assets (%) financial liabilities (%)
2012 9.640,0 14,5 31,3 56,6
2013 8.047,0 14,2 28,5 54,1
2014 8.654,0 11,6 27,6 52,9
2015 8.055,0 10,5 26,3 50,6
2016 9.818,0 13,2 25,1 47,4
2017 10.427,0 14,8 24,3 44,8
INSURANCE SECTOR

Legal framework

Legal framework for insurance sector operations:
- Insurance Supervisory Act,
- Private Pensions Act and the subsidiary regulations,
- Turkish Commercial Code,
- Traffic (Road) Act and the subsidiary regulations,
- Law of Obligations.

Turkish market is not bound with Solvency II rules. However, companies with shares of foreign
capital from EU countries are already reporting and complying with the Solvency II rules.

Indicate if there were any important changes in regulations of the insurance sector after
previous report, ie. during last four years).

There were some changes in the private pension regulations whereby fees deducted from the
participants revised sharply, downwards which affected the financials of the providers.

Also, auto-enrolment was introduced as of January 2017.

Three priority policies/objectives of the Government over the next three year period that could
affect the insurance sector (and the deadline for the implementation) are following:

- IFRS regulations to be adopted by 2021,

- Enrolling all the employees under 45 years of age into the private pension system,

- Developing insurance branches other than the mandotary ones (like MTPL).

There were not any significant changes in the methodology in insurers reports in the recent
years.

The long-awaited Turkish Insurance Law was put into force in June 2007. All insurance and
reinsurance companies operating in Turkey, the Association of the Insurance and Reinsurance
Companies of Turkey, intermediaries, actuaries and insurance experts are subject to this law.
Following the coming into force of the Insurance Law, many new regulations have been enacted
to enhance alignment with the EU insurance acquis.
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In Turkey’s EU harmonization process, the Turkish insurance sector has been conducting studies
on the implementation of Solvency II. Within this context, a “Specialized Committee on Solvency
[I” was established in accordance with Art. 33 of the Turkish Insurance Law No. 5684. A sample
of ten insurance companies were determined to conduct Quantitative Impact Study 4 (QIS 4),
which had previously been conducted by the European Commission in EU countries. QIS 5 was
also started to be applied from December 2010. The Solvency II Directive was also translated
into Turkish and distributed to companies by the Association. There have also been major
amendments to the “Regulation on Technical Reserves of Insurance, Reinsurance and Pension
Companies”. In this context, a more developed and sophisticated actuarial chain ladder method
for the calculation of IBNR reserves has been introduced.

Medical malpractice insurance became compulsory in Turkey in July 2010. With the introduction
of “Compulsory Liability Insurance on Medical Malpractice”, doctors and dentists are required to
be covered by professional liability insurance. Doctors working at public or private institutions
will pay half their insurance premiums and their institutions will pay the remainder. Doctors
working at their own private practices will pay the entire premium. On September 6th, 2017 a
pool established for doctors and dentists by Secretariat of Treasury. The reason of the pool is
that most doctors do not renew their insurance policy and reject the risky medical operations.

Another compulsory insurance that was introduced in 2010 with the publication of tariffs and
procedures is the “Coastal Facilities Sea Pollution Compulsory Liability Insurance.” In this
context, all coastal facilities (including refineries, gas terminals, power houses, industrial
production facilities, shipyards, etc.) are obliged to be covered by insurance against sea
pollution.

Another important legal development in the Turkish insurance market is the enactment of the
new Catastrophe Insurance Law as of 18th August 2012. Turkey is a country which is exposed to
serious earthquake risk and although obligatory, the penetration level for earthquake insurance
is quite low in practice. The Law not only foresees the extension of the penetration level for
compulsory earthquake insurance through new measures but also the completion of legislative
and technical infrastructure work for the extension of the Turkish Catastrophe Pool (TCIP)
indemnity to cover all natural catastrophes (flood, landfall, storm, avalanche, hail),
environmental pollution and terrorism.

Another development for the Turkish insurance market is the “Law Amending the Motorways
Traffic Law No. 2918”. The Law, which is prepared in line with EU standards, envisages the
introduction of new traffic measures. Insurance Association of Turkey has formulated the views
of the insurance sector on the Law, specifically on measures relating to compulsory third party
liability insurance. The Law also empowers the Association to authorize “special experts” to
intervene traffic accidents with material damages. After the coming into force of the Law, traffic
police began only intervene such accidents when traffic security necessitates.

The New Turkish Commercial Code was enacted. The new Code was prepared by a commission
composed of the leading lawyers of Turkey in the field. Insurance companies operating in the
Turkish insurance market conducted a thorough study under the umbrella of the Association of
the Insurance, Reinsurance and Pension Companies of Turkey. The results of the study were
shared with the Undersecretariat of Treasury and other relevant authorities. The new Turkish
Commercial Code introduces important novelties in the field of consumer protection,
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categorization of insurance classes, information society, etc. The Code entered into force by July
2012.

The New Code of Obligations was recently enacted. The Code which contains provisions relating
to insurance sector will enter into force by July 2012.

Institutional framework

The Association of the Insurance, Reinsurance and Private Pension Companies of Turkey is a
specialist institution with the characteristics of a unique non-governmental institution operating
under Insurance Law No. 5684. As membership is compulsory, all local and foreign insurance
and reinsurance companies operating in Turkey are members of the Association.

Related institutions:

Assurance Account

Assurance Account was founded within the body of the Association of the Insurance,
Reinsurance and Private Pension Companies of Turkey as per article 14 of the Insurance Act
5584 dated June 14th 2007.

The Assurance Account meets medical treatment expenses of those who suffer bodily injuries
(such as injuries, disabilities and death) under any coverage provided under compulsory
insurances and pays disability indemnities to those who become disabled due to such accidents
in case of non-detection of the insured or non-existence of the insurance policy. It does not pay
any material damages in these circumstances. Moreover, it pays bodily injuries as well
as material damages whereby the insurance company becomes obliged to pay should its licenses
pertaining to all branches are permanently cancelled or it goes bankrupt due to its financial
weakness (which is limited to the Compulsory Insurances falling within the scope of the
Assurance Account).

Insurance Information and Monitoring Center

The Insurance Information and Monitoring Center (formerly the Insurance Information Center)
was established in August 2008 within the Association. The Center is responsible for collecting
data on life, health, traffic and compulsory insurances including compulsory liability insurance
on medical malpractice; achieving consistency in insurance practices; realizing sound pricing;
preventing fraudulent activities and developing reliable statistics. The Center comprises four
sub-information centers, namely, TRAMER (Traffic Insurance Information Center), SAGMER
(Health Insurance Information Center), HAYMER (Life Insurance Information Center) and
HATMER (Insurance Loss Pursuit Center). Through TRAMER, it has become possible to issue
on-line real time motor third party liability insurance policies.

Insurance Arbitration Commission

Insurance Arbitration Commission was established within the Association for the resolution of
disputes between insurance companies and the insureds. As of August 2009, the Commission
has started to accept complaints.

Insurance Arbitration Commission, composed of 51 member companies, has 198 arbiters
working in nonlife branch and 18 arbiters in life branch.
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Insurance Training Center

Insurance Training Center (SEGEM) was established to enable the holding of necessary
examinations on specific topics related to insurance in an impartial manner and to meet training
demands both at home and abroad and within the framework of international agreements.

Turkish Motor Insurance Bureau

Turkish Motor Insurance Bureau, in the frame of Civil Liability Insurance regarding the use of
motor vehicles in countries participating in the Green Card System where the insured vehicle
circulates, was founded based on Written Regulation regarding work methods and essentials of
the Turkish Motor Insurance Bureau which was published in the Official Journal dated
28.06.2008 No. 26920 and based on article No. 24 of the Insurance Law to issue internationally
valid documents and provide settlement for damages caused in that regard and to handle and
settle claims of accidents in Turkey caused by foreign plated vehicles which have a valid green
card.

Bureau was also tasked with managing “Risky Policyholders Pool” after Regulation on the
Amendment of the Regulation on Tariff Implementation Principles in the MTPL, published in
the Official Gazette dated July 1, 2017 and numbered 30121.

Turkish Insurance Institute

Turkish Insurance Institute (TII) is founded in 1970, by the equal shares of the Association of the
Insurance and Reinsurance Companies of Turkey and Milli Re. TII aims to disseminate the use of
insurance in Turkey as well as to carry out activities that will raise the public awareness,
improve the insurance industry, bring in staff to insurance industry through vocational
trainings, determine the economic, legal and technical aspects as well as problems in all
branches of insurance, prepare informative publications on these matters and assist the Turkish
insurance sector to take its place at the highest level in economic and social life as well as in the
process of development.

In order to improve the quality and efficiency of employment in the insurance sector, TII
provides short- and long -term training programs to those working at the insurance companies
(newcomers, experts, managers), brokers (newcomers, experts), to the agencies (newcomers,
managers), experts and their employees.

Other Institutions

Turkish Catastrophe Insurance Pool

Earthquake insurance is mandatory in Turkey. Turkish Catastrophe Insurance Pool (TCIP)
provides insurance coverage for all dwellings within the scope of its establishment against
earthquake risk. It aims to mitigate the financial burdens of earthquakes through ensuring the
accumulation of long term resources to meet earthquake damages.

Turkish Agricultural Insurance Pool

TARSIM provides insurance coverage for catastrophe risks such as drought, frost, etc. which
threatens the Turkish agricultural industry and which cannot be copied by a single insurance
company.
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The Turkish insurance market is regulated by the Directorate General of Insurance and
supervised by the Insurance Supervisory Board of the Undersecretariat of Treasury. In the EU
harmonization process, the European Commission urges Turkey for the establishment of a new
and independent regulatory and supervisory authority. Discussions are still going on over the
establishment of such an authority.

Minimal amount of share capital

Type of insurer EUR mlin.

All nonlife classes* 3,48
Particular nonlife classes** -

Life 3,30
Reinsurance 2,10

All classes (nonlife, life and reinsurance) No composite companies

Total premium income

Nonlife Life Total
2012 EUR (mln.) 7.409 1.174 8.583
Share (%) 86,3 13,7 100
EUR (mln.) 8.241 1.343 9.584
2013 Share (%) 86,0 14,0 100
Premium growth index 13/12 111,2 114,4 111,7
EUR (mln.) 7.808 1.128 8.935
2014 Share (%) 87,4 12,6 100
Premium growth index 14/13 94,8 84,0 93,2
EUR (mln.) 9.025 1.245 10.270
2015 Share (%) 87,9 12,1 100
Premium growth index 15/14 115,6 110,4 114,9
EUR (mln.) 10.604 1.507 12.112
2016 Share (%) 87,6 12,4 100
Premium growth index 16/15 117,5 121,0 117,9
EUR (mln.) 9.638 1.661 11.299
2017 Share (%) 85,3 14,7 100
Premium growth index 17/1 90,9 110,2 93,3
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2017

2016

2015

2014

2013

2012

 Total
H Life

H Nonlife

0 2.000

4.000 6.000 8.000 10.000

EUR millions

12.000 14.000

Insurance penetration and insurance density

Premium as % of GDP Premium per capita (EUR)

Nonlife 1,09 98

2012 Life 0,17 16
Total 1,26 113

Nonlife 1,15 107

2013 Life 0,19 18
Total 1,34 125

Nonlife 1,11 100

2014 Life 0,16 15
Total 1,27 115

Nonlife 1,17 115

2015 Life 0,16 16
Total 1,33 130

Nonlife 1,36 133

2016 Life 0,19 19
Total 1,55 152

Nonlife 1,28 119

2017 Life 0,22 21
Total 1,50 140
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2017

2016

2015
 Total
H Life
2014 H Nonlife
2013
2012
0,2 0,4 0,6 0,8 1 1,2 1,4 1,6 1,8
Insurance penetration (%)
2017
2016
2015
u Total
H Life
2014 H Nonlife
2013
2012
20 40 60 80 100 120 140 160

Insurance density (EUR)
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Market concentration

2012 2013 2014 2015 2016 2017
Number of companies 59 61 63 60 61 61
Average premium per
145,6 157,2 142,4 170,2 199,3 185,2
company (EUR mln.)
Market share of the largest
12,0 13,1 12,4 13,1 14,3 11,0
company (%)
Market share of the largest
. 30,6 32,4 35,8 34,6 34,1 27,3
three companies (%)
Market share of the largest
, . 43,4 44,3 48,1 46,6 46,6 38,7
five companies (%)
Number of companies with 49 51 cc 50 5y 50
market share less than 3
Number of (direct)
employees in the insurance 17.704 18.153 19.353 19.391 19.652 19.923
sector

2017

2016

2015

2014

2013

2012

M Market share of
the largest five
companies

B Market share of
the largest three
companies

B Market share of
the largest
company

0% 10%

20%

30%

40%

50%

60%
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Ownership structure in 2017

Nonlife Life Reinsurance Total
Number of companies with
. . 12 5 1 18
domestic ownership only
Number of companies with foreign
. 26 17 1 44
ownership
Market share of companies with 39 45 97 40
domestic ownership only (%)
Market share of companies with
. . 61 55 3 60
foreign ownership (%)

*According to the Turkish legislation, composite companies are not allowed in Turkey.

Reinsurance

B Number of companies
with domestic
ownership only

® Number of companies
with foreign ownership

0% 20% 40% 60% 80% 100%

Reinsurance

B Market share of
companies with domestic

B Market share of
companies with foreign
ownership (%)

0% 20% 40% 60% 80% 100%
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Total premium per major insurance classes

2016 2017
Insurance class
EUR mln. Share (%) EUR mln. Share (%)
Accident 428,3 3,5 408,3 3,6
Health 1.264,2 10,4 1.220,0 10,8
Land motor vehicles 1.846,0 15,2 1.678,6 14,9
Railway 0,0 0,0 0,0 0,0
Aircrafts 31,6 0,3 27,7 0,2
Vessels 53,1 0,4 52,9 0,5
Goods in transit 164,4 1,4 158,2 1,4
Fire and natural 1.444,2 11,9 1.394,6 12,3
disasters
Other property 1.046,7 8,6 1.057,1 9,4
insurance
MTPL 3.868,4 31,9 3.165,5 28,0
Aircraft liability 38,5 0,3 32,0 0,3
E:Ei;’ift;’essels 6,6 0,1 6,4 0,1
Other liability 244,1 2,0 248,5 2,2
Credit 51,3 0,4 42,2 0,4
Surety 9,1 0,1 12,1 0,1
Miscellaneous
financial losses 70,3 0.6 79,1 0.7
Legal protection 36,8 0,3 54,6 0,5
ﬁ;:ﬁ;:me - other 0,8 0,0 0,3 0,0
NONLIFE 10.604,3 87,6 9.638,3 85,3
LIFE 1.507,4 12,4 1.661,1 14,7
TOTAL 12.111,6 100,0 11.299,4 100,0
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2017

2016

Share in total premium

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Accident M Health M Land motor vehicles
M Railway M Aircrafts M Vessels
B Goods in transit B Fire and natural disasters m Other property insurance
H MTPL M Aircraft liability 1 Use of vessels liability
m Other liability M Credit Surety
m Miscellaneous financial losses Legal protection Assistance - other nonlife
Life
Insurance companies
Premium (EUR mln.) Market
Rank | Company 2016 2017 share in
Nonlife Life Total Nonlife Life Total 2017 (%)
1 Allianz Sigorta AS 1.727,6 0,0 1.727,6 1.246,1 0,0 1.246,1 11,03
Anadolu Anonim
2 Tiirk Sigorta Sirketi 1.341,4 0,0 1.341,4 1.133,8 0,0 1.133,8 10,03
3 Axa Sigorta AS 1.065,7 0,0 1.065,7 705,9 0,0 705,9 6,25
4 Mapfre Sigorta AS 836,1 0,0 836,1 650,6 0,0 650,6 5,76
5 Aksigorta AS 567,1 0,0 567,1 639,7 0,0 639,7 5,66
6 Z‘;mpo Japan Sigorta | 09 0,0 668,9 549,3 0,0 549,3 4,86
7 Ziraat Sigorta AS 400,2 0,0 400,2 421,4 0,0 421,4 3,73
8 Giines Sigorta AS 410,7 0,0 410,7 403,1 0,0 403,1 3,57
9 Doga Sigorta AS 239,3 0,0 239,3 362,0 0,0 362,0 3,20
10 Halk Sigorta AS 309,8 0,0 309,8 359,3 0,0 359,3 3,18
Ziraat Hayat ve
11
Emeklilik AS 3,9 320,4 3243 4,0 336,5 340,5 3,01
12 Eureko Sigorta AS 369,4 0,0 369,4 334,7 0,0 334,7 2,96
13 Groupama Sigorta AS 344,2 0,0 344,2 297,7 0,0 297,7 2,63
14 HDI Sigorta AS 260,5 0,0 260,5 265,9 0,0 265,9 2,35
15 Neova Sigorta AS 300,9 0,0 300,9 262,1 0,0 262,1 2,32
Acibadem Saglik ve
16 Hayat Sigorta AS 219,0 2,3 221,3 219,5 2,1 221,7 1,96
17 Ergo Sigorta AS 245,8 0,0 245,8 187,0 0,0 187,0 1,65
1g | Metlife Emeklilikve 38,0 104,7 142,8 43,4 140,0 1834 1,62
Hayat AS
19 | Ray Sigorta AS 170,1 0,0 170,1 171,6 0,0 171,6 1,52
Allianz Yasam ve
20 Emeklilik AS 15 135,2 136,7 1,0 151,6 152,6 1,35
21 Ethica Sigorta AS 62,9 0,0 62,9 147,5 0,0 147,5 1,31
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Anadolu Hayat

22 | gt AS 0,2 149,7 150,0 0,2 139,5 139,7 1,24
23 | Zurich Sigorta AS 143,9 0,0 143,9 130,3 0,0 130,3 1,15
Halk Hayat ve
24| G AS 0,4 1183 118,7 0,4 123,8 124,2 1,10
25 | Garanti Emeklilik ve 0,0 122,6 122,6 0,0 121,1 121,1 1,07
Hayat AS
Cigna Finans
26 | Emeklilik ve Hayat 8,4 81,9 90,3 10,7 106,4 117,1 1,04
AS
27 | AvivaSA Emeklilik ve 15,6 79,4 95,0 16,7 97,7 114,4 1,01
Hayat AS
28 | Unico Sigorta AS 89,3 0,0 89,3 113,1 0,0 113,1 1,00
29 | Vakif Emeklilik ve 18,7 93,2 111,9 15,8 94,9 110,7 0,98
Hayat AS
30 | AnkaraAnonim Tirk 94,2 0,0 94,2 107,5 0,0 107,5 0,95
Sigorta Sirketi
31 E\‘S‘rk Nippon Sigorta 82,5 0,0 82,5 104,8 0,0 104,8 0,93
32 | Quick Sigorta AS 0,0 0,0 0,0 102,2 0,0 102,2 0,90
33 | Gulf Sigorta AS 93,7 0,0 93,7 97,5 0,0 97,5 0,86
34 | Aegon Emeklilik ve 0,0 81,4 81,4 0,0 92,3 92,3 0,82
Hayat AS
35 Bereket Sigorta AS 45,7 0,0 45,7 56,4 0,0 56,4 0,50
36 | Liberty Sigorta AS 55,9 0,0 55,9 56,2 0,0 56,2 0,50
37 R;ba‘ Starr Sigorta 54,6 0,0 54,6 53,9 0,0 53,9 0,48
38 Generali Sigorta AS 58,7 0,0 58,7 53,7 0,0 53,7 0,48
BNP Paribas Cardif
39
Hayat Sigorta AS 0,1 30,3 30,3 0,2 53,5 53,7 0,47
NN Hayat ve
40 | e As 3,5 39,4 43,0 6,6 44.4 51,0 0,45
41 | SSKoruSigorta 313 0,0 313 49,0 0,0 49,0 0,43
Kooperatifi
42 | SBN Sigorta AS 48,4 0,0 48,4 46,7 0,0 46,7 0,41
43 Orient Sigorta AS 27,3 0,0 27,3 42,0 0,0 42,0 0,37
BNP Paribas Cardif
44| o AS 0,2 44,5 44,7 0,3 39,8 40,0 0,35
45 gg"“pama Emeklilik 10,4 33,8 44,2 9,2 30,7 39,8 0,35
46 | Chubb European 34,4 0,0 34,4 38,2 0,0 38,2 0,34
Group Limited
47 | Fiba Emeklilik ve 0,0 14,3 14,3 0,1 35,9 35,9 0,32
Hayat AS
Allianz Hayat ve
48 | Lo AS 0,3 34,8 35,1 0,3 31,0 31,3 0,28
49 | BNP Paribas Cardif 20,8 0,0 20,8 26,1 0,0 26,1 0,23
Sigorta AS
50 | Turkland Sigorta AS 10,5 0,0 10,5 23,7 0,0 23,7 0,21
51 | Coface Sigorta AS 19,4 0,0 19,4 15,3 0,0 15,3 0,14
52 Rgm‘r Hayat Sigorta 15,3 13 16,7 14,1 0,5 14,7 0,13
53 | Euler Hermes 17,3 0,0 17,3 14,2 0,0 14,2 0,13
Sigorta AS
54 Katilim Emeklilik ve 16 71 8,6 14 9,4 109 0,10
Hayat AS
Atradius Créditoy
Caucion S.A. de
55 | Segurosy 11,0 0,0 11,0 10,5 0,0 10,5 0,09
Reaseguros, [stanbul
Subesi
56 | Tirk P&I Sigorta AS 7.4 0,0 7.4 91 0,0 91 0,08
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57 X;gdeb“rger Sigorta 01 0,0 01 55 0,0 5,5 0,05

5g | Mapfre Yagam 0,0 4,0 4,0 0,0 51 51 0,04
Sigorta AS
Axa Hayat ve

59" | EmeKlilik AS 0,0 8,6 8,6 0,0 49 49 0,04

60 | SSAdasKarsihkh 0,0 0,0 0,0 08 0,0 08 0,01
Sigorta Kooperatifi

61 Bereket Emeklilik ve 01 01 0,2 0,0 0,0 01 0,00
Hayat AS

Total 10.604,3 | 1.507,4 | 12.111,6 | 9.638,3 | 1.661,1 | 11.299,4 | 100,00

WL
~
-
o
[V}
Nonlife
L0 LA
(e}
-
o
(o}
Nonlife .! Il
0 2.000 4.000 6.000 8.000 10.000 12.000 14.000
EUR millions

B Allianz Sigorta AS B Anadolu Anonim Turk Sigorta Sirketi

B Axa Sigorta AS B Mapfre Sigorta AS

W Aksigorta AS B Sompo Japan Sigorta AS

M Ziraat Sigorta AS W Gunes Sigorta AS

H Doga Sigorta AS M Halk Sigorta AS

M Ziraat Hayat ve Emeklilik AS B Eureko Sigorta AS

B Groupama Sigorta AS H HDI Sigorta AS

 Neova Sigorta AS B Acibadem Saglik ve Hayat Sigorta AS...

Insurance association activities

- cooperation with other insurance associations in the region

Insurance Association of Turkey (TSB) work closely with European associations; TSB is a
member of Insurance Europe and GFIA, and attend their meetings as regularly as possible.

- protection ofthe interests ofnsurerson the insurance market

TSB works closely with the legislators to promote the interests of insurers in Turkey.

- Draws attention to issues of strategic interest to all Turkish insurers and reinsurers in a
sustainable manner.

- Works to raise awareness of insurers' and reinsurers' roles in providing insurance
protection and security to the community as well as in contributing to economic growth
and development.

- Promotes a competitive and open market to the benefit of the Turkish consumer as well
as corporate clients.

- Follows up national and international developments and conducts research on
insurance and private pension.
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- Develops policy advices.
- Carries out relations with similar national and international institutions.

- Initiating the legislators to take certain actions that will contribute to the development of

insunrsce market
TSB works closely with the legislators to promote the interests of insurers in Turkey.
- education ofinsurersfor better performance

TSB through its related institutions (TSEV, SEGEM) helps training needs of the insurance sector
employees.

- providing statistical indicators of the losse®n the market level necessary to insurers
calculate premium tariffs

TSB provides high quality, reliable data and publishes the data on its website regularly.
- developmenbf actuarial servicedn the insurance sector

TSB works closely with the actuaries and their Society to support and increase the quality of
actuarial services in Turkey.

- activities for adaptation of the insurers to Solvency Il regime
It is not in the agenda of the regulator in the coming year.
- combat againstunfair competition, etc.)

TSB through its committees acts to prevent any conducts that can be deemed as unfair
competition among its members and communicates with those who are engaging in such
activities that can create unfair competition in the market.

OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds

With the Law No 4632, Private Pension Savings and Investment Law came into force and the
system commenced on 27 October, 2003. Pursuant to the change made in the system on 10
January, 2013, 25% of participant’s participation shares was subsidized by the state.

The number of active pension investment funds at the end of 2017 was 299. Portfolio of these
funds was worth EUR 14.051 million and the total value was EUR 14.032 million. When types of
pension investment funds in terms of their portfolio sizes were viewed, Variable Pension
Investment Funds took the first place with a rate of 27,6% and Debt Instruments Pension
Investment Funds ranked number two with a rate of 14,9%.

“Automatic Enrollment System” came into effect on 01.01.2017. pursuant to Additional Article 2
and Provisional Article 2 of the Private Pension Savings and Investment System Law No 4632
dated 01 Jnuary, 2017. With automatic enrollment system, employees who are Turkish citizens
or included in Article 28 of Turkish Citizenship Law No 5901, dated 29 May, 2009, and did not
turn the age of 45 yet are included in the pension plan with a pension agreement drawn up by
employers and they incrementally transit to automatic enrollment system.
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The employees who are included in the system pay contribution amounting 3% of their gross
income. Employees have the right to exit from the system/exercise their right of withdrawal
within two months following the date they are notified about their inclusion in pension plan via
an automatic enrollment system. 25% of contributions paid to private pension account on behalf
of the employees is subsidized by the state. If the employee does not exercise his/her right of
withdrawal, additional TLY 1.000 is paid for one time only at their enrollment provided that
they are entitled to state contribution and repayment. If the employee exercises his/her right to
pension and accepts to receive his/her saving in the account within the scope of annuity
insurance for 10 years at the least, 5% of his/her saving is paid as additional state contribution.

30 different “Seeding Pension Investment Funds” have been established following the Board
Resolution dated 27 December, 2016 for the employees who can put their contributions into
good use during the period granted them to exercise their right of withdrawal. 3.417.003
employees have been included in automatic enrollment system at the end of 2017 and the total
value of the said funds was EUR 435,2 milion. In addition, 29 “Standard Pension Investment
Funds” and 92 “Variable Pension Investment Funds” have been established by the Board
Resolutions dated 17 November, 2017 and 05 June 2017, respectively. Standard Pension
Investment Funds and Variable Pension Investment Funds were put up for sale on 01 January,
2018.

Number of pension funds

31.12.2016. | 31.12.2017.

Pension companies 18 18

Number of participants and contracts

Number of members (ths.)
31.12.2016. 31.12.2017.
Number of pension contracts 7.795 8.169
Individual 5.718 6.039
Group 2.077 2.130
Number of pension participants 6.626 6.923
Number of employees 8 8

Investment funds33

Laws which regulate investment funds are the following:
- Acton Open-end Investment Funds with a Public Offering (Official Gazette 44/16) and
- Alternative Investment Funds Act (Official Gazette 21/18)

Types of investment funds at the end of 2017 were the following: debt instruments fund, mixed
fund, money market fund, equity share fund, equity share intensive fund, participation fund,
variable fund, hedge fund, guaranteed fund, protection oriented fund, fund of funds, and

33 Data from the Capital Markets Board of Turkey - annual report
(http://www.cmb.gov.tr/Sayfa/Dosya/113).
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exchange-traded fund. At the end of 2017, a total of 456 investment funds was the subject to
purchase and sale, as follows:

- 433 investment funds,

- 14 foreign investment funds,

- 9 exchange-traded funds.

Distribution of investment funds by portfolio size

H Debt Instruments fund
B Money Market Fund
M Variable Fund

B Hedge Fund

B Equity Share Fund

m Other

Portfolio distribution of investment funds

0,7%_ 0,9% = Gold
B Eurobond-Foreign Securities
m Share
M Repo-Reverse Repo

m Bill-Bond

m Taksabank Money Market
m Time deposit
i Private Sector Debt Instrument

Other

Total portfolio distribution of investment funds (%) and total portfolio value

= ) i3] o £

e | 2% | BE| 2| 8zF | 2| PE| 5| EBg
5| SE | €E| 3| 2EE | E| ET| Z| S%°
>~ = g 5 3 = 5A 5 (ﬁ ) % 5 E 5 g

= e~ 2 ~ > Rl G

SE |78 B £ E E g%
2016 10,5 7,4 4,3 50,1 57 14,3 7,6 162.326,7
2017 5,9 12,0 2,9 43,5 8,3 17,2 10,1 244.776,2
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Micro-credit organisations

Supply of microfinance services in Turkey is very limited, both in terms of the numbers of people
served and the range of services offered. The primary suppliers of microfinance services
currently are the state-owned banks, Halk Bank and Ziraat Bank. Nearly all microfinance loans
through formal operators are supplied by these state-owned banks.

In contrast to most early stage microfinance sectors, NGOs are virtually absent from the market
in Turkey. Several are experimenting with microcredit delivery at this time, such as the Grameen
Bank initiative in Diyarbakir and Maya Enterprise for Microfinance.

There is a continued lack of clarity in government policies regarding microfinance and there is
no common understanding on microfinance among government, NGOs and private sector.
Microfinance types of activities are usually used in Turkey as a tool for government incentives or
a tool for income generating activities.

Leasing companies

The Financial Leasing, Factoring and Financing Companies Law has been published in the
Official Gazette in Turkey on 31 December, 2012 (No 28496). The objective of this law is to
regulate the establishment and operating principles of financial leasing, factoring and financing
companies operating as financial institutions, as well as the principles and procedures related to
financial leasing, factoring and financing contracts.

Under Turkish law, the main governing pieces of legislation in finance leasing is Law No 6361
(published in the Official Gazette in Turkey on 13 December, 2012) on Financial Leasing,
Factoring, and Financing Companies; Regulation No. 28627 on Principles for Establishment and
Operations of Financial Leasing Factoring and Financing Companies; Circular on Registration of
Financial Lease Contracts Covering Financial Leases of Persons Residing Abroad to Persons
Residing in Turkey and Circular on Rules and Procedures Regarding the Registration of Financial
Leasing Contracts to the Special Registry.
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UKRAINE

Report for Ukraine has been done on the basis of official reports of State Statistics Service of
Ukraine, National Bank of Ukraine and other relevant institutions. All conversions from the
national currency UAH to EUR have been made at official Exchange Rate of the National Bank of
UKkraine at the end of appropriate year.

MACROECONOMIC INDICATORS

=) = 8 > —_
S o 2 £ E 5~ S
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2 & e = > =
=¥ 8 = <
2010 45.871 102.084 2.345 4,1 8,2 211,8 9,4
2011 45.706 126.237 2911 5,5 8,0 255,7 8,0
2012 45.593 133.306 3.082 0,2 7,6 287,2 0,6
2013 45.490 132.699 3.076 0,0 7,3 295,7 -0,3
2014 43.001 82.510 1.919 -6,6 9,3 180,9 12,1
2015 42.761 75.832 1.770 -9,8 9,1 160,0 48,7
2016 42.673 83.925 1.967 2,4 9,3 182,4 13,9
2017 42.485 89.083 2.097 2,5 9,5 212,1 14,4
* Excluding Crimea and the city of Sevastopol.
BANKING SECTOR
Banking sector size
2012 2013 2014 2015 2016 2017
Total assets (EUR mlIn.) 106.972 115.700 | 68.462 | 47.766 | 44.849 | 55.759
Total assets as % of GDP 80,3 45,9 37,3 48,2 45,5 41,4
Number of bank employees 162.685 | 170.325 | 150.252 | 149.668 | 140.148 | 135.366

285




140.000 90

120.000 r 80
- 70
100.000
- 60
80.000 - 50
\
60.000 - 40
-~ 30
40.000
- 20
20.000 L 10
0 L _
2012 2013 2014 2015 2016 2017
mm Total assets (EUR min.) - left scale —Total assets as % of GDP - right scale

Market concentration

2012 2013 2014 2015 2016 2017

Number of banks 176 180 163 120 100 84

Average assets per bank
(EUR mln. ) 608 643 433 423 448 672

Market share of the largest

bank (%) 17,4 16,8 15,9 21,1 17,6 20,7

Market share of the five

largest banks (%) 38,2 40,0 44,3 53,8 56,1 60,5

Market share of the ten

largest banks (%) 521 54,3 61,0 71,6 73,5 77,3

Number of banks with

market share less than 3% 169 174 155 110 90 75
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B Market share of the largest bank (%) B Market share of the five largest banks (%)
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Ownership structure in 2017

Number of Share in total | Share in total
banks capital (%) assets (%)
Banks with majority domestic ownership 61 63,3 70,8
- central government 5 48,5 58,3
- other domestic entities 56 14,9 12,6
Banks with majority foreign ownership 23 36,6 29,2

100

80
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20

Number of banks

Share in total assets (%)

Share in total capital (%)

B Banks with majority domestic ownership

Composition of banks’ assets

B Banks with majority foreign ownership

Cash funds Net loans Fixed assets GO‘;)e;‘;lg;ent Other assets
Amount
2012 | (EUR min.) 15.607 65.898 3.777 7.261 394
Share (%) 14,6 61,6 3,5 6,8 0,4
Amount
2013 | (EUR min) 13.543 72.384 3.630 11.324 5.910
Share (%) 11,7 62,6 3,1 9,8 51
Amount
2014 | (EUR min.) 7.672 45423 1.964 7.288 281
Share (%) 11,2 66,4 2,9 10,6 0,4
Amount
2015 | (EUR min) 4.884 27.227 902 6.222 239
Share (%) 10,2 57,0 1,9 13,0 0,5
Amount
2016 | (EUR min.) 5.965 19.932 1.264 9.524 983
Share (%) 13,3 44 4 2,8 21,2 2,2
Amount
2017 | (EUR min.) 2.440 16.753 1.060 11.248 770
Share (%) 4.4 30,0 1,9 20,2 1,4
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Composition of banks’ liabilities

2014

Fixed assets

2015

B Government bonds

2016

W Other assets

2017

. Interbank Interbank
Deposit . :
Government from borrowing - | borrowing - Bonds
deposits o foreign domestic issued
individuals
banks banks
Amount
2012 | (EUR min) 21.612 35.105 10.924 9.358 1.048
Share (%) 23,8 38,7 12,0 10,3 1,2
Amount
2013 | (EUR min) 23.640 40.021 9.858 9.058 1.150
Share (%) 24,1 40,7 10,0 9,2 1,2
Amount
2014 | (EUR min) 15.363 21.980 7.331 6.511 178
Share (%) 25,3 36,2 12,1 10,7 0,3
Amount
2015 | (EUR min) 9.081 4.102 5.010 173 512
Share (%) 20,6 9,3 11,4 0,4 1,2
Amount
2016 | (EUR min) 14.925 15.334 2.948 192 192
Share (%) 36,9 37,9 7,3 0,5 0,5
Amount
2017 | (EUR min) 12.763 14.316 9.075 3.689 192
Share (%) 35,9 40,3 25,5 10,4 0,5
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Maturity structure of deposits and loans

Short- Short-
term Long-term Total term Long-term | Total
.. 4 | deposits** deposits loans loans**** loans
deposits ok
Amount
2012 | (EURmln) 30.710 17.652 48.362 30.948 36.934 67.881
Share (%) 63,5 36,5 100,0 45,6 54,4 100,0
Amount
2013 | (EUR mln.) 32.876 22.741 55.617 34.162 41.905 76.067
Share (%) 59,1 40,9 100,0 44,9 55,1 100,0
Amount
2014 | (EURmin) 21.120 11.600 32.720 20.070 30.084 50.154
Share (%) 64,6 35,5 100,0 40,0 60,0 100,0
Amount
2015 | (EUR mln.) 21.176 9.640 30.816 19.601 29.928 49.529
Share (%) 68,7 31,3 100,0 39,6 60,4 100,0
Amount
2016 | (EUR min) 21.151 5.421 26.572 12.134 22.537 34.671
Share (%) 79,6 20,4 100,0 35,0 65,0 100,0
Amount
2017 | (EURmin.) 18.383 4.973 23.357 13.441 15.728 29.169
Share (%) 78,7 21,3 100,0 46,1 53,9 100,0

* demand deposits + up to one year; ** one to two years + over two years; *** up to 1 year; **** one to five
years + over five years
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2012 2013 2014 2015 2016 2017
M Short-term loans M Long-term loans
Currency structure of deposits and loans
Deposits in . Depositsin | Loansin Loans in
the local Deposits other the local Loans other
in EUR in EUR
currency currency currency currency
Amount
2012 | (EUR min.) 21.638 7.118 19.607 48.246 3.262 25.868
Share (%) 44,7 14,7 40,5 62,4 4,2 33,4
Amount
2013 | (EUR min.) 33.510 7.250 18.110 53.635 3.331 25.577
Share (%) 56,9 12,3 30,8 65,0 4,0 31,0
Amount
2014 | (EUR min.) 17.678 2.600 11.439 27.646 2.385 22.293
Share (%) 55,7 8,2 36,1 52,8 4,6 42,6
Amount
2015 | (EUR min.) 5.285 743 4.891 15.953 2.099 19.586
Share (%) 48,4 6,8 44.8 42,4 5,6 52,0
Amount
2016 | (EUR min.) 14.181 1.926 10.342 17.238 1.789 15.856
Share (%) 53,6 7,3 39,1 49,4 51 45,5
Amount
2017 | (EUR min.) 12.655 1.896 8.708 15.897 1.973 12.118
Share (%) 54,4 8,2 37,4 53,0 6,6 40,4
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Deposits' and loans' rates - enterprises

2012 2013 2014 2015 2016 2017
Deposit rate 15,5 57 7,9 7,0 8,5 6,1
Loan rate 15,6 12,4 13,1 12,5 13,1 11,9
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B Deposit rate Loan rate

The basic features of the banking sector

Stable capitalization Lower capital of loan-portfolio
Regulatory Total Capital Total Non—. Ratio of non-
capital Welghted adequacy loans performing performing to
(EUR mln.) risk (EUR rate (%) (EUR loans (EUR total loans (%)
mln.) mln.) mln.)
2012 16.987,8 85.194,0 18,1 77.376,3 6.882,3 8,9
2013 18.564,1 95.625,1 18,3 82.543,1 6.396,2 7,7
2014 9.824,2 57.929,8 15,6 52.324,8 7.067,0 13,5
2015 4.950,5 36.997,7 12,3 37.638,1 8.174,8 21,7
2016 3.858,0 26.695,7 12,7 34.882,8 8.545,1 24,5
2017 5.641,0 21.268,1 16,1 29.988,3 10.510,9 35,0
Positive financial performance Satisfactory liquidity
Net profit/loss Return on Liquid to total | Liquid assets to short-term
(EUR mln.) equity (%) assets (%) financial liabilities (%)
2012 500,9 33 22,15 90,4
2013 277,7 1,7 20,6 88,3
2014 -2.877,9 -31,95 26,4 86,4
2015 -2.782,0 -65,5 33,0 92,9
2016 -5.648,4 -122,2 48,5 92,1
2017 -677,1 -15,3 53,1 97,5
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INSURANCE SECTOR

Total premium income34

Nonlife Life Total
2012 EUR (mln.) 1.869 172 2.041
Share (%) 91,6 8,4 100,0
EUR (mln.) 2.372 224 2.596
2013 Share (%) 91,4 8,6 100,0
Premium growth index 13/12 126,9 130,6 127,2
EUR (mln.) 1.279 112 1.392
2014 Share (%) 91,9 8,1 100,0
Premium growth index 14/13 54,0 50,1 53,6
EUR (mln.) 1.051 83 1.134
2015 Share (%) 92,6 7,4 100,0
Premium growth index 15/14 82,1 74,3 81,5
EUR (mln.) 1.140 97 1.237
2016 Share (%) 92,2 7,8 100,0
Premium growth index 16/15 108,6 116,3 109,1
EUR (mln.) 1.210 87 1.297
2017 Share (%) 93,3 6,7 100,0
Premium growth index 17/16 106,1 89,7 104,8
2017
2016
2015
W Total
5014 m Life
H Nonlife
2013
2012
0 500 1.000 1.500 2.000 2.500 3.000
EUR millions

34 Data for insurance market of Ukraine are taken from the Sigma publications (Swiss Re).
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Insurance penetration and insurance density

Premium as % of GDP

Premium per capita (EUR)

Nonlife 1,67 49

2012 Life 0,15 4

Total 1,82 53

Nonlife 1,90 54

2013 Life 0,20 5

Total 2,00 59

Nonlife 1,60 35

2014 Life 0,10 3

Total 1,80 38

Nonlife 1,31 25

2015 Life 1,10 2

Total 1,41 27

Nonlife 1,36 26

2016 Life 0,13 2

Total 1,49 28

Nonlife 1,41 32

2017 Life 0,10 3

Total 1,51 34
2017
2016
2015

m Total
M Life
2014 B Nonlife
2013
2012
0,50 1,00 1,50 2,00 2,50

Insurance penetration (%)
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OTHER RELEVANT FINANCIAL INSTITUTIONS

Pension funds

Ukraine’s pension reform was introduced in October 2017. Most of the amendments it brings to
the existing system are long term and have not really had time to play out yet. The pension
reform has been one of the IMF’s key demands for Ukraine in order to release an USD 8,4 billion
tranche of finance, part of its USD 17,5 billion loan program. However, the Ukrainian
government declined to go for such unpopular measures as raising the retirement age or
avoiding indexation. As a result, only a few of the donors’ recommendations were implemented
(for example, the rise of minimal work experience). Nevertheless, 49% of Ukrainians have said
they do not support the pensions reform.

An important issue is that Ukraine’s pension fund experiences a massive deficit. In 2017,
Ukraine had to cover the deficit of EUR 5 billion from the state budget. Obviously, this situation
leads the government to a policy of cutting expenses. But the drastic social reality pushes it in
the opposite direction - pensioners need more funds to survive.

The Pension Fund of Ukraine is a central executive body that manages a solidarity system of
compulsory state pension provision, collects, accumulates and records insurance premium,
allocates pensions and prepares documents for their payment, provides timely and full financing
and payment pensions, burial assistance and other social benefits.

On 01 January, 2011 Ukraine adopted the Law of Ukraine “On Collection and Accounting of the
Unified Tax for Compulsory State Social Security” No 2464-VI dated 08 July, 2010, replacing
former four compulsory state social duties by the Unified Social Tax. According to Chapter 4 of
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the Law of Ukraine “On Unified Social Tax” the Pension Fund of Ukraine is obliged to collect the
unified tax, to keep the books on its collection and monitor payment thereof.

Investment funds3>

On 05 July, 2012, the Ukrainian Parliament adopted the Law of Ukraine On Mutual Funds (the
Mutual Funds Law) which came into effect on 01 January, 2014, except for certain provisions
which became effective on 19 August, 2012. The Mutual Funds Law was adopted to replace the
existing Law of Ukraine On Mutual Funds (Corporate and Unit Institutes of Investments) No
2299-111, dated on 15 March, 2001.

Number of formed AMCs and ClIs

31.12.2016. 31.12.2017.
Asset management companies (AMCs) 295 296
AMC with CII under management 279 284
Collective investment institutions’ (investment funds - CIIs) 1.130 1.160

Number of investment funds by fund type and legal form

31.12.2016. | 31.12.2017.

O - open-end diversified 15 14

Os - open-end specialized 5 5

I - interval diversified 21 20
UIF - Unit [s - interval specialized 3 3
Investment CD - closed-end diversified 4 4
Funds CNN - closed-end non-diversified non-venture 28 31

Cs - closed-end specialized 1 1

Cq - closed-end qualified 0 1

CV - closed-end non-diversified venture CII 765 748
CIF - Corporate | I - interval diversified 0 0
Investment CNN - closed-end non-diversified non-venture 55 53
Funds CV - closed-end non-diversified venture CII 233 280
Total 1.130 1.160

35 http://www.uaib.com.ua/eng/analituaib/publ_ici_quart/266769.html

296




Number of diversified investment funds with public issue by fund class

Other funds I 1
Bond funds . %
Equity funds m 7

o
w
[y
o
=
(O3]
N
o
N
wv

30 35 40

H31.12.2017. m31.12.2016.
* Funds that have equities, bonds and cash in their portfolios.

Investment funds' net assets

Net assets (EUR mlin.)

Funds

31.12.2016. 31.12.2017.
Open-end 2,0 2,2
Interval 2,3 2,3
Closed-end (ex. venture) 265,5 241,9
with public issue 95,4 79,0
with private issue 170,1 162,9
All (ex. venture) 269,8 246,5
Venture 6.356,3 6.125,8
Total 6.626,1 6.372,3

Structure of investment funds’ assets by type of funds

Open-end investment funds

Bank metals
0%
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, B State bonds
21,8%
B Moneys and bank
deposits iti
26.0% Securities
67.0% B Equities
44,8%
B Other assets
rer s _A— Corporate bonds
6,0% " i
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Interval investment funds

B Moneysandbank

deposits S

13,0% B State bonds
40,9%

Securities
81,3%
B Equities
39,9%
B Other assets

(incl. R*) i e Corporate bonds
5,7% 0,6%

Closed-end investment funds with public issue

B Moneys and bank
deposits
1,5%

/ 6 ,5%. -
Securities
21,7%
Other assets (incl. R*) Promissory notes

71,7% 0,5%

B Real estate
0,1%

B OVDP
11,3%

B Equities
8,5%

Corporate bonds

Closed-end investment funds with private issue (venture excluded)

B Moneys and bank

26,7%

B Real estate deposits
0,3% 19, 8% B State bonds
0,2%
B Equities
Securities 21,4%

Corporate bonds

B Otherassets 4.8%
H * 7 o

(incl. R%) NG .. Promissory notes
53,2% 03%
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Venture investment funds
B Moneys and bank

deposits

1,3% -

Securities Corporate bonds

15,9% 3,1%

B Real estate
2,7%

B Equities
7,8%

[ | Other aseets Promissory notes
4,6%

(incl.R) - .
80,1% Other securities
0,3%

Venture Cll
B Moneys and bank
deposits
1,3% .

B Real estate
2,7%

B Equities
7,8%

Securities Corporate bonds
15.9% 3,1%

Promissory notes

; * 4,6%

Other a;e()e'cls(y(lncl. R¥) Other securities
=7 0,3%

*R -receivables

Aggregate investment funds securities portfolio in 2017 by types of instruments

0,
2,0% 1,2% )
0,0% = Equities

= Promissory notes

_sos

Corporate bonds
= Derivatives

= State bonds (OVDP)

Mortgage notes

Micro-credit organisations3®

Microfinance is not developed and the microfinance segment is mostly served by banks or credit
unions, though NGO’s are also present. Non-bank financial institutions are regulated by the
National Regulatory Commission for Financial Markets. The weak institutional and regulatory

framework is holding back the sector’s development.

36 http://uul.com.ua/wp-content/uploads/2018/10/Leasing report_eng_final_09202018.pdf
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With no microfinance institutions on the market, credit unions are the main non-bank financial
institutions serving the financial needs of small and medium enterprises. The role of credit
unions is higher for rural areas and provinces. Credit unions lend to the members of the
institution. Roughly, one fifth of the loans are disbursed for small business and farming purposes
and in many cases credit unions can be the only source of funding for small farmers in rural
areas. The funding is obtained through member investments and deposits. However, not all
credit unions are allowed to accept deposits and, therefore, some rely on quasi-deposit
instruments. The ongoing economic and political problems, that have significantly reduced
household earnings, have had a negative impact on the funding of the segment. The weak
legislative and regulatory framework is another obstacle that the credit union market is facing in
Ukraine.

The overall size of the credit union segment is very small, relative to the financial system. The
number of credit unions in the state register of financial institutions of Ukraine decreased by
18,2%, or 84 institutions, in 2017 year-over-year, to 378, according to the website of the
National Commission for State Regulation of Financial Services Markets. According to the
regulator, the largest number of credit unions was registered in Kiev and the Kiev region (39 or
10,3% of the total number), Luhansk region (33 or 9,0%), Donetsk region (29 or 7,7%), and
Kharkiv region (24 or 6,3%).

According to the regulator, last year, the number of participants in credit unions shrank by
12,3%, to 564.100, the number of participants with current loan agreements by 9,6%, to
134.300, while the number of members with contributions on deposit accounts by 47,2%, to
21.700.

The total volume of loans granted to members of credit unions on 31 December, 2017, reached
EUR 56.783,9 million (up 5,7%), whereas contributions of members of credit unions on deposit
accounts amounted to EUR 28,0 million (up 12,6%). The total amount of debt on loans was EUR
10,3 million (down 6,2%).37

Leasing companies38

In 1997 the Law on Leasing was adopted and in 2003 it was amended to the Law on Financial
Leasing. Leasing in Ukraine is regulated by the Civil and Commercial codes, and by the Law on
Leasing adopted in 1997 and then amended and renamed as the Law on Financial Lease in 2003.
The leasing market developed slowly and in 2000 the total share of leasing assets in terms of
GDP constituted 1% (the lowest in Europe). Since 2013, Ukrainian Union of Lessors (UUL) notes
that many leasing companies have left the market and those that remained tend to be companies
linked to private banks or subsidiaries of foreign leasing companies. Among the companies that
decided to leave were many international players such as ING Lease, SG Equipment Leasing,
UniCredit Leasing and Ukrainian Leasing Company (operation of BNP Paribas Leasing
Solutions).

37 https://open4business.com.ua/number-of-credit-unions-in-ukraine-shrinks-to-378/
38 http://uul.com.ua/en/association/
http://uul.com.ua/en/2018/pidsumky-roboty-kompanij-uchasnykiv-asotsiatsiyi-u-2017-rotsi/
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In Ukraine, financial institutions need a license from the Financial Service Regulator (FSR) to
engage in financial leasing. Banks are entitled to perform financial leasing under the License of
the National Bank of Ukraine. Until 2017 there were no licensing requirements for non-bank
companies providing leasing services in Ukraine. New licensing requirements were approved by
the Cabinet of Ministers of Ukraine on 06 December, 2016. It obligates lessors to obtain a license
for financial leasing activities. For operational leasing, no license is required and this activity is
unregulated. The vast majority of leasing deals are financial ones. The operational leases exist
mainly in the car sector. However, the Ukrainian leasing market is dominated by financial
leasing.

According to the Ukrainian Union of Lessors (UUL), there were about 40 active leasing
companies in December 2017, but few of them were seeking new business. UUL’s 16 members
make up more than 70 percent of the Ukrainian market. At the beginning of 2018, 551
institutions (including 280 financial companies, 88 banks, and 183 legal entities, which are not
financial institutions) had a license to render financial leasing services. However, the majority of
financial companies are registered with the FSR for factoring and leasing activities but in reality
are not engaged in leasing.

UUL is association founded in 2005 as a voluntarily union of professional participants of leasing
market. Currently UUL unites 37 companies, among them there are leading leasing companies
and representatives of contiguous markets. The number of full members of the Association for
the year increased by three and reached the number of 16 companies.

During 2017, the volume of new business amounted to EUR 291,1 million (excluding the
payment for the use of the leased asset) — which is 53% or 100,9 million more than in 2016. The
growth of the volume of new leased contracts in 2017 reached the majority of the members of
the Association. The leaders in terms of growth are Tekom Leasing (364,2%) and Land Lease
(129,8%).

Companies of the Association continued to increase the existing leasing agreements (portfolio)
amount. In 2017, the volume of portfolio of companies participating in the UUL grew by almost
EUR 30 million, or 9,8% compared to the previous year. Thus, portfolio volumes reached a level
of EUR 337,7 million. The volume of one billion USD portfolio of transactions exceeded four
members of the UUL.

Unlike the new lease agreements, where the majority of companies of the Association members
demonstrated significant growth in assets, the total volume of the portfolio of existing leasing
agreements changed in a different direction. Land Lease, Tekom Leasing and OTP Leasing
actively increased portfolio size, while Neos Leasing, Raiffeisen Leasing Aval and ULF Finance
significantly reduced the volume of existing deals.

Vehicles (cars, trucks, LCV) still be a main object of leasing in Ukraine, comprising more than
70% of all items leased during the year. The volume of leased vehicles in 2017 by the
companies-members of the Association amounted to 5.871 items, which represents a growth

compared to last year by 30%.

The leaders in the number of new vehicles leased were:
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- OTP Leasing - 1.615 cars, which was 27,4% of the total volume of cars sold by the
companies - members of the Association.

- ULF Finance - 1.249 vehicles, which was 21,2% of the sample.

- Porsche Leasing Ukraine - 1.117 cars, representing 19,0% of the total volume.

The leader in the field of agricultural machinery leasing in Ukraine was OTP Leasing, which
leased 701 units of agricultural equipment for a total of about USD 50 million.

Financial leasing is practiced in Ukraine exclusively for the purchase of fixed assets to be used in
its intended purpose in the business enterprise or a business entity.

The leasing market was rebuilding slowly after a sharp drop of 42% in leasing agreements in
2015. At the beginning of 2017, the number of new contracts increased by 2,2 times and the
volume reached EUR 382,1 million on January 1, 2018.3°

Structure of Ukrainian leasing portfolio on 31.12.2017.40

Others
44,0%

The leasing market in Ukraine is dominated by transport and agriculture. At the end of 2017 the
value of transport transactions amounted to EUR 215,6 million and agriculture transactions
were EUR 164,2 million. Almost EUR 300 million worth of contracts were financed in other
sectors such as construction, industrial equipment and real estate.

Lessors are most interested in leasing of equipment that is highly liquid and can be easily
repossessed and resold. Cars are the perfect example of that. In the portfolios of most leasing
companies, cars are generally object of financial leases. Leasing of personal cars is now definitely
the most sophisticated part of the Ukrainian leasing market.

The number of leased cars in 2016 reached 6 thousand units, an increase of 70% over 2015.
According to the UUL, in 2017 the total number of the leased cars was 5.871. The leaders were
OTP Leasing (1.615 cars), ULF Finance (1.249) and Porsche Leasing Ukraine (1.117).

Ukraine does not have a large network of international banks or leasing companies. However,
there are signs of foreign interest as the economy improves and reforms are implemented. The
number one lessor in Ukraine is OTP Leasing — which is owned by Hungarian capital.

39 http://www.fst-ua.info/wp-content/uploads/2019/01/Leasing_report_eng Sept2018.pdf.
40 https://www.nfp.gov.ua/files/OgliadRinkiv/FK/FK_3%20kB_2017.pdf;
https://www.nfp.gov.ua/files/OgliadRinkiv/FK/OsnPokazn/FK_4%20xB_2017.pdf.
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