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MUOIOIY B\ ca Transilvania Buy
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Upgraded from Hold

Price: RON 19.1
Price target: RON 27.0
(from RON 20.2)

Bad news in the price, time to re-rate

We have upgraded Banca Transilvania to BUY (from Hold), in view of its
excessive discount vs. its peers, and the strong outlook ahead.
Following the recent share price under-performance (down 14% in 2022, 1Q23 results 5 May
-4.1% ytd), Banca Transilvania now trades at a P/E of 5.2x on our 2023E
earnings, a discount of c.30% vs. its 10-year average, its regional peers

Expected events

and local peer BRD. The P/TBV appears high on 2022, but falls materially Key data
from 2023E-onwards, due to the build-up in equity via strong earnings ket cap RON 13.5bn
capacity and the revaluation of the bond portfolio. We have increased our  Free float 100%
price target (PT) to RON 27/share (from RON 20.2/share). Shares outstanding 707m
) o ~ ADTV (USD m) 1.5m
Lower equity and no dividends to reverse. In 2022, the bank took a big hit  pajor shareholder EBRD (6.9%)
on its equity (down 15% yoy) and capital (down 280bps yoy), due to the Reuters code TLV.VI
negative impact from the higher yields in Romanian government bonds (as Bloomberg code TLVRO
BET Index 11,663

RON 43bn of investment securities are classified as fair value via OCI). We
expect more to come in 1Q23E, with the end of the quick fix. However, these
unrealised losses (negative reserve via OCl at RON 3.7bn) should reverse in Price performance
the following years, as the bond yields tighten or reach maturity. This implies

a potential significant uplift in the capital and the ability to pay dividends. 52w range 16.7-238

YTD performance -4.1%

Capital build up from 2Q23E-onwards. At the end of December 2022, the

CET1 ratio stood at 18.4% and the TCR at 20.8%. According to management, TLV 12M share price performance
the impact from the quick fix is c.250bps and the negative impact will be

booked in 1Q23E. However, the retained earnings (EUR 2.6bn) and any s

revaluation from the bond portfolio (c.RON 1.3bn, on our numbers) will lead to >

a capital build up from 2Q23E-onwards, leading to a TCR of 22.5% by end- iz "W
2023E. This should leave ample room for dividend payments from the 2023E |

net earnings. In addition, we highlight that, in view of the huge ROTE 5 TLVRO Equly === BET Index (tebased)
generation (>25% currently, or 18-20% if normalised for the losses in FV OCI), 0

any incremental RWA growth would add more value to shareholders vs. a @%ﬁ@%ﬁi&%&igfﬁaﬁ@”lzo”tﬁ:@”:ﬁ
dividend payment, in our view.

Outlook supportive for 2023E. In the recently-announced budget for 2023E,
Banca Transilvania assumes net profit of RON 2.3bn at the parent level (+7%
on a yoy basis). This is driven by loan growth of c.6%, NIl expansion (+18%,
as the rate hikes are still boosting the numbers), cost growth in line with
inflation, and a COR below mid-cycle (100-120bps). The contribution from the
subsidiaries stood at c.RON 0.3bn in 2022, implying a bottom line in the range
of RON 2.5-2.6bn at the group level. Our numbers are close to
management’s guidance.

Higher forecasts and PT. We have increased our 2023-24E forecasts by 26-
27%, driven mainly by higher loan growth and Nill, with a lower COR. Our new
price target (PT) stands at RON 27/share, using a three-stage dividend
discount model, a Gordon Growth Formula and a peer group comparison.

Risks: populist measures by politicians; exposure to the Sovereign, via large
holdings of government bonds and mortgages under the Prima Casa
programme; a GDP slowdown in Romania, due to large fiscal deficits, which
could cause a more severe hit on the TLV, due to its higher SME exposure;
competitive pressure and lower lending spreads.

Year Revenues Net Profit EPS EPS PE BVPS P/TBV ROTE DPS Dividend

(RONm) (RONm) (RON) growth (x) (RON) (%) (RON) yield

2020 4,537 1,380 1.95 -22.5% 9.4 14.2 1.33 15% 0.71 3.7%

2021 4,934 1,983 2.81 44.0% 8.2 14.3 1.68 20% 1.13 5.9%

2022 6,280 2,404 3.40 20.9% 5.9 12.6 1.71 27% 0.00 0.0%

2023E 7,101 2,576 3.64 7.1% 5.2 16.1 1.26 27% 1.46 7.6%

EQ U ITY 2024E 7,459 2,632 3.72 2.2% 5.1 19.8 1.01 22% 1.49 7.8%

R ES EA R C H 2025E 8,040 2,784 3.93 5.8% 4.9 22.9 0.87 19% 1.57 8.2%
Analysts: Alex Boulougouris, CFA, luliana Ciopraga, CFA Athens: +30 211 106 9447
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Company snapshot — BUY, PT RON 27.0

BUY

Bloomberg ticker TLVRO
Closing price (RON) 19.1
Price target (RON) 27.0
Upside to PT 41%
Shares outstanding (m) 707.7
MCAP (RON m) 13,516
Free float 100%
ADTV (USD m) 15
52 Week Range (RON) 16.7 - 23.8

SHARE PRICE PERFORMANCE
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COMPANY DESCRIPTION

Banca Transilvania (BT) is the largest bank in Romania, after the market share gained via the
acquisitions of Volksbank and Bancpost. The bank was started in Cluj (in the Transilvania
region) in 1994, on the initiative of local businessmen, as a local bank. BT engaged in an
aggressive expansion strategy, retaining a large part of its profit since its inception and
growing into a national bank. The current market share stands atc.17%, on total assets. BT]
does not have a majority shareholder. Shareholders with a stake of over 5% include NN
Group pension funds (c.10%) and EBRD (6.87%).

VALUATION RATIOS 2021 2022 2023E__ 2024E 2025E DuPont decomposition 2021 2022  2023E__ 2024E  2025E]
PIE 8.19 5.86 5.25 5.14 4.85 Netinterestincome/ Assets 2.6% 3.2% 3.4% 3.3% 3.3%
PTBV 168 171 1.26 1.01 0.87 Fee and commission income/ Assets 0.8% 0.9% 0.9% 0.9% 0.9%
Dividend yield 5.9% 0.0% 7.6% 7.8% 8.2% Trading income/ Assets 0.4% 0.5% 0.5% 0.4% 0.4%
ROE 19.7%  253% 254% 20.7% 18.4% Other non - interestincome/ Assets 0.3% 0.1% 0.1% 0.1% 0.1%
ROA 1.7% 1.8% 1.7% 1.6% 1.6% Total operating income/ Assets 4.2% 4.7% 4.9% 4.7% 4.7%
Total costs/ Assets 2.0% 22% 2.2% 2.2% 2.2%
PER SHARE RATIOS 2021 2022 2023E_ 2024E 2025E Cost/Income 483% 475% 46.1% 46.9%  46.2%
EPS 2.81 3.40 3.64 3.72 3.93 Operating profit before provisions/ Assets 2.2% 2.5% 2.6% 2.5% 2.6%
BVPS 14.3 126 16.1 19.8 229 Provision expense/ Assets -0.2% -0.4% -0.4% -0.4% -0.5%
DPS 113 0.00 1.46 1.49 157 Pre - tax profit/ Assets 2.0% 2.2% 2.2% 2.1% 2.0%
Tax/ Assets -0.2% -0.2% -0.3% -0.3% -0.3%
BALANCE SHEET QUALITY 2021 2022 2023E  2024E 2025E RoOA 1.8% 1.9% 1.9% 1.8% 1.7%
CET1 ratio 20.7% 18.4% 18.8% 21.2% 22.5% Equity multiplier 11.93 14.36 14.57 12.65 11.39
NPE ratio 2.7% 2.4% 3.7% 3.6% 3.6% RoE 19.7% 253% 254% 20.7% 18.4%
Provisions/Avg. customer loans (CoR) 0.5% 0.8% 0.9% 0.9% 1.0% ROTE 205% 268% 27.1% 21.9% 19.3%

COMPANY FNIANCIALS

INCOME STATEMENT (RONm) 2021 2022 2023E _ 2024E 2025E BALANCE SHEET (RONm) 2021 2022  2023E _ 2024E  2025E]
Netinterestincome 3,142 4,427 5,069 5,298 5,738 Cash 18,321 14541 22,486 23910 25,823
Non-interestincome 1,792 1,853 2,033 2,161 2,303 Due from banks 10,394 5,567 5,623 5,679 5,736
netcommission income 961 1,168 1,285 1,413 1,554 Debt securities 45,178 47,191 48,221 49,022 49,889
net FX gains 529 686 686 686 686 Customer loans 54,630 65,214 70,870 78503 88,222
securities income 302 -1 62 62 62 Fixed assets 1,556 1,662 1,662 1,662 1,662
Total banking revenue 4,934 6,280 7,101 7.459 8,040 Other assets 934 3,536 3,536 3,536 3,536
Total costs -2.382 -2.984 -3273 -3.496 -3.714 Total assets 132,501 140,511 155441 165683 178,656
personnel costs -1,328 -1,656 -1,896  -2,060 -2,207
depreciation -358 -393 -432 -454 -486 Customer deposits 108,022 119,732 124,920 132,833 143,460
other costs -696 -935 -945 -982 -1,022 Certified debt 1,762 1,748 2,700 3,240 3,888
Pre-provision profitability 2552 3.296 3.829 3.963 4326 Total equity 10,092 8,919 11395 13,996 16,228
Net provisions =257 -495 -655 721 -896 Equity and liabilities 132,501 140,511 155441 165683 178,656
Extraordinary gains 0 0 [o] 0 0
Pretax profit 2,303 2,801 3,174 3,242 3,431
Income tax -278 -313 -508 -519 -549 GROWTH RATIOS 2021 2022  2023E  2024E  2025E]
Netincome 1,983 2,404 2,576 2,632 2,784 Customer loan growth 336% 19.4% 87% 10.8% 12.4%
- of which corporate loan growth 52.1% 315% 140% 150% 15.0%
GROWTH RATIOS 2021 2022 2023E__ 2024E 2025E - of which mortgage loan growth 18.6% 8.0% 3.0% 6.0%  10.0%
Netinterestincome growth 5.5% 40.9% 14.5% 4.5% 8.3% - of which consumer loan growth 12.3% 2.9% 2.0% 4.0% 7.0%
Net fee growth 23.8% 21.5% 10.0%  10.0% 10.0% Customer deposit growth 188%  10.8% 4.3% 6.3% 8.0%
Total income growth 8.8% 27.3% 13.1% 5.0% 7.8% - of which corporate deposits growth 246% 10.3% 5.0% 7.0% 8.0%
Costgrowth 16.3% 25.3% 9.7% 6.8% 6.2% - of which retail deposits growth 16.1% 11.1% 4.0% 6.0% 8.0%
Operating profit growth 2.5% 29.2% 16.2% 3.5% 9.2% Total asset growth 23.3% 6.0% 10.6% 6.6% 7.8%
Net profit growth 43.7% 21.2% 7.1% 2.2% 5.8%

BALANCE SHEET STRUCTURE

2021 2022 2023E__ 2024E __ 2025E 2,650 4500
LTD 50.6% 54.5% 56.7% 59.1% 61.5% 4000
Credit split 2,600 1 2500 |
Corporate 51.4%  56.8% 59.4%  615% 62.9% 2,550
Mortgages 275%  250% 23.6% 225% 22.0% 2600 | 3000
Consumer 21.0% 182% 17.0% 15.9% 15.1% ’ 2500
2,450 2000
Deposits split 2,400 1500
Corporate 33.4% 33.3% 335% 33.7% 33.7% 1000
Retail 66.6% 66.7% 665% 663%  66.3% 2350 500
2,300
i 0
Cred|t§ market share 17.5% 18.7% 18.7%  18.8% 19.3% 2.250 2022 2023 2024E
Deposits market share 22.5% 23.3% 23.0% 23.1% 23.4% 2022 2023E 2024E
= Net income ® Pre-provision profitability
Banca Transilvania 3 WOOD & Company



Impressive bottom-line performance

We have increased our 2023-24E forecasts by 26-27%, driven mainly by higher loan growth and NII,
with a lower COR, while we have also added 2025E to our forecasts. Our key assumptions are: softer
net loan growth in 2023E (8.7%, from 19.7% in 2022), a small net interest margin pick-up (+c.20bps in
2023E, with declining trends in 2024E as the rates fall), growth in operating expenses of ¢.10% (slightly
above our full-year inflation forecasts), and a COR of 90bps.

Our estimates are close to management’s guidance. In the recently-announced budget for 2023E, Banca
Transilvania is assuming net profit of RON 2.3bn at the parent level (+7% on a yoy basis). This is driven
by loan growth of c.6%, NIl expansion (+18%, as the rate hikes are still boosting the numbers), cost
growth in line with inflation, and a COR below mid-cycle (100-120bps). The contribution from the
subsidiaries stood at c.RON 0.3bn in 2022, implying a bottom line in the range of RON 2.5-2.6bn at the

group level.
Change in estimates
New estimates Old estimates % change

RONm 2022 2023E 2024E 2022 2023E 2024E 2022 2023E 2024E
Loans 69,584 75,895 84,248 69,467 74,936 82,057 0.2% 1.3% 2.7%

Deposits 119,732 124,920 132,833 111,627 113,510 118,444 7.3% 10.1% 12.1%
Total assets 140,511 155,441 165,683 142,267 153,176 163,076 -1.2% 1.5% 1.6%

NIl 4,427 5,069 5,298 4,229 4,842 5,246 4.7% 4.7% 1.0%

Total revenues 6,280 7,101 7,459 5,853 6,578 7,106 7.3% 8.0% 5.0%

Total opex -2,984 -3,273 -3,496 -3,032 -3,391 -3,625 -1.6% -3.5% -3.6%
Pre-provision profits 3,296 3,829 3,963 2,821 3,188 3,481 16.8% 20.1% 13.8%
Provisions -495 -655 -721 -416 =722 -863 19.1% -9.3% -16.5%
Net profit 2,404 2,576 2,632 1,940 1,990 2,117 23.9%  29.4% 24.3%

Source: WOOD Research

Budget: P&L stand-alone

(RON m) 2022 2023 budget chg
Interest Income 5,167 7,477 45%
Interest expense -1,509 -3,143 108%
Net interest income 3,658 4,334 18%
Net commission income 998 1,117 12%
Net trading income 457 580 27%
Contribution to the Guarantee Fund -144 -91 -37%
Other income 390 172 -56%
Total Income 5,360 6,112 14%
Personnel expenses -1,385 -1,590 15%
Other operating expenses -925 -915 -1%
Depreciation and amortization -351 -387 10%
Total Expenses -2,661 -2,892 9%
Net impairment charges -278 -622 n.m.
Profit Before Tax 2,421 2,598 7%
Income tax -243 -261 8%
Net Income 2,178 2,337 7%

Source: Banca Transilvania, WOOD Research

Budget: balance sheet, stand-alone

(RON m) 2022 2023 budget chg
Cash and cash equivalents 12,645 31,963 153%
Investment securities 44,099 46,473 5%
Loans and advances to customers (gross) 63,449 68,193 7%
Total assets 133,960 152,198 14%
Deposits from customers 116,503 123,413 6%
Total equity 7,958 12,122 52%
Total liabilities and equity 133,960 152,198 14%

Source: Banca Transilvania, WOOD Research
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Capital ratios

Capital: softer in 2022 and no dividends

Banca Transilvania’s TCR declined by 280bps in 2022, due to the higher yields on the sovereign bonds,
which resulted in losses in the valuation of the portfolio that is classified as Fair Value via Other
Comprehensive Income (ex. available for sale). The losses do not include the impact from the quick fix
abolition in 1Q23 (impact of ¢.250bps, according to management). As a result, the pro-forma TCR
(including the quick fix) would have been closer to 18.5% in 2022. This is still above the minimum OCR
of 15.87% (or 16.4% post the 50bps increase in the systemic risk buffer). However, the bank did not pay
a dividend, and complied with the prudential recommendations of the National Macroprudential
Supervisory Committee and the National Bank of Romania (due to be revised in June).

Although Banca Transilvania did have the capacity to pay some dividends in 2022, we believe that the
buffers would have been rather thin in the case of a payment, leaving the bank vulnerable in a scenario
of a sudden spike in bond yields. This vulnerability increased by the reclassification back into FVOCI
from held to collect for c.RON 25bn of investment securities. On the flipside, the negative revaluation
reserve will be erased gradually in the coming years, as the bonds mature, or if bond yields drop. In our
forecasts, we assume a partial reversal, leading to significant capital generation and the potential to pay
dividends. However, even if bonds remain at the current elevated levels, we believe that the bank should
be able to pay a dividend from the 2023E net profit. In addition, in view of the huge ROTE generation
(>25% currently, or 18-20% normalised for the losses in FV OCI), any incremental RWA growth would
add more value to shareholders vs. a dividend payment.

Movements in capital (consolidated)

RONm 2021 2022 2023E 2024E
Total Capital (start of year) 12,108 12,365 12,585 14,030
Retained earnings 1983 2,404 2,576 2,632
Quick fix 0 0 -1,400 0
FV OCI / Other -927 -2,184 1,300 1,000
Dividend -800 0 -1,030 -1,053
Total Capital (end of year) 12,365 12,585 14,030 16,609
RWA 52,457 60,465 66,890 71,298
Total Capital Ratio 23.6% 20.8% 21.0% 23.3%

Source: Banca Transilvania, WOOD Research
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Valuation: PT increased to RON 27.0/share

We have valued Banca Transilvania with a weighted average of a three-stage dividend discount model,
a simple Gordon Growth Formula and a peer group valuation. Our new PT stands at RON 27.0/share,
from RON 20.2/share previously, with the increase attributable to our higher forecasts (c.27% for 2023-
24E), and higher peer group valuation vs. our previous note in October.

Banca Transilvania: valuation summary

Weight Equity value RON m Per share RON

Three stage DDM 35% 20,180 28.5
Simple Gordon Growth Formula 35% 19,095 27.0
Peer group valuation 30% 17,835 25.2
Weighted average target value 19,097 27.0
Current price (RON) 19.1
Upside / downside 41%

Source: WOOD Research

Our key assumptions in our three-stage Gordon Growth Model (GGM) are:
v 2023-25E: the fair value of dividends expected in the explicit forecast period.

v 2025-31E: the expected dividend stream from the transition period, where we assume a
sustainable dividend payout ratio of 40%, a ROTE of 19% and growth of 6% per annum.

v Terminal value: we set an implied P/BV multiple to determine the terminal value using the formula
P/BV(x)=(ROE-g)/(COE-g). We use 16.0% as the long-term ROE and 3% perpetual growth,
leading to a fair P/BV of 1.3x.

v' Our COE is set according to the formula COE = RFR + beta * MRP. We use a risk free rate (RFR)
of 7.5% for the explicit period and 5.5% thereafter, and set the market risk premium (MRP) at 5%.

For our simple Gordon Growth Formula P/BV(x)=(ROE-g)/(COE-g), we assume a ROTE of 27% (in line
with our forecast for 2022E), a COE of 15% and 3% perpetual growth. In our peer group comparison,
we use the P/E ratios for 2022, 2023E and 2024E for the banks under our coverage in the region.

Three-stage dividend discount model

RON m 2023E 2024E 2025E  2026E 2027E 2028E 2029E  2030E  2031E 2032E +
Net profit 2,576 2,632 2,784 2,953 3,132 3,322 3,523 3,737 3,963 4,203

Tangible equity 10,734 13,336 15,567 17,339 19,218 21,211 23,325 25567 27,945 30,467
Dividend 1,030 1,053 1,114 1,181 1,253 1,329 1,409 1,495 1585 1,681

ROTE 27.1% 21.9% 19.3% 19.3% 19.3% 19.3% 19.3%  19.3%  19.3% 19.3%

Pay-out ratio 40% 40% 40% 40%  40%  40%  40% 40% 40%  40%

RFR 7.5% 7.5% 5.5% 55% 55% 55% 55% 5.5% 55% 55% 5.5%
MRP 5.0% 5.0% 5.0% 50% 50% 50% 5.0% 5.0% 50% 5.0% 5.0%
Beta 15 15 15 15 15 15 15 15 15 15 15
CoE 15.0% 15.0% 13.0% 13.0% 13.0% 13.0% 13.0%  13.0%  13.0% 13.0% 13.0%
LT RoE 16.0%
LT growth 2.0%
Implied P/BV(x) 13
FV of TV 38,776
PV of TV 11,029
PV of Dividends 896 796 745 699 657 616 578 543 510 478

sum of PV of dividends 2023-32E 6,518
Equity value 17,548
Equity value per share (RON) 24.8
12M PT (RON) 28.5

Source: WOOD Research
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Simple Gordon Growth Formula
P/BV = (ROE-g)/(r-g)

Mid cycle RoTE 27%
Sustainable growth 3%
Cost of equity 15.0%
Fundamental P/TBV Ratio (x) 2.01
Fundamental value (RON m) 16,604
Value Per Share (RON) 235
12M PT (RON) 27.0

Source: WOOD Research

Peer group valuation

(P/E) 2022E 2023E 2024E
Peers’ P/E (x) 6.8 7.5 5.1
Retained multiple (x) 6.8 7.5 5.1
Implied premium/discount 0% 0% 0%
Net profit (RON m) 2404.4 2576.1 2631.6
Target Equity Value (RON m) 16,350 19,321 17,835

Source: WOOD Research

Banca Transilvania 7 WOOD & Company



Financials

Income statement

(RON m) 2019 2020 2021 2022 2023E 2024E 2025E
Net Interest Income 3,074 2,977 3,142 4,427 5,069 5,298 5,738
Fee and commission income 820 776 961 1,168 1,285 1,413 1,554
Trading income 411 345 529 686 686 686 686
Net other operating income 310 438 302 -1 62 62 62
Total non-interest income 1,541 1,559 1,792 1,853 2,033 2,161 2,303
Total operating income 4,615 4,537 4,934 6,280 7,101 7,459 8,040
Staff costs -1,038 -1,097 -1,328 -1,656 -1,896 -2,060 -2,207
Depreciation and amortisation -311 -328 -358 -393 -432 -454 -486
Other operating costs -720 -623 -696 -935 -945 -982 -1,022
Total costs -2,191 -2,048 -2,382 -2,984 -3,273 -3,496 -3,714
Operating profit before provisions 2,424 2,489 2,552 3,296 3,829 3,963 4,326
Provision expense -293 -866 -257 -495 -655 -721 -896
Extraordinary items 0 0 0 0 0 0 0
Pre-tax profit 2,132 1,623 2,303 2,801 3,174 3,242 3,431
Taxes -284 -198 -278 -313 -508 -519 -549
Minorities -67 -44 -41 -84 -90 -92 -97
Attributable net profit 1,781 1,380 1,983 2,404 2,576 2,632 2,784

Source: Banca Transilvania, WOOD Research

DuPont analysis

2019 2020 2021 2022 2023E 2024E 2025E
Net interest income/ Assets 3.6% 3.0% 2.6% 3.2% 3.4% 3.3% 3.3%
Fee and commission income/ Assets 1.0% 0.8% 0.8% 0.9% 0.9% 0.9% 0.9%
Trading income/ Assets 0.5% 0.3% 0.4% 0.5% 0.5% 0.4% 0.4%
Other non-interest income/ Assets 0.5% 0.5% 0.3% 0.1% 0.1% 0.1% 0.1%
Total operating income/ Assets 5.6% 4.6% 4.2% 4.7% 4.9% 4.7% 4.7%
Total costs/ Assets 2.6% 2.1% 2.0% 2.2% 2.2% 2.2% 2.2%
Operating profit before provisions/ Assets 3.0% 2.6% 2.2% 2.5% 2.6% 2.5% 2.6%
Provision expense/ Assets -0.3% -0.9% -0.2% -0.4% -0.4% -0.4% -0.5%
Pre-tax profit/ Assets 2.6% 1.7% 2.0% 2.2% 2.2% 2.1% 2.0%
Tax/ Assets -0.3% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3%
ROA 2.3% 1.5% 1.8% 1.9% 1.9% 1.8% 1.7%
Equity multiplier 10.3 10.6 11.9 14.4 14.6 12.6 11.4
RoOE 23.9% 15.9% 21.0% 27.8% 27.1% 22.2% 19.7%
Actual ROE 21.7% 14.6% 19.7% 25.3% 25.4% 20.7% 18.4%
Source: Banca Transilvania, WOOD Research
Key P&L ratios

2019 2020 2021 2022 2023E 2024E 2025E
Yield on interest earning assets 4.4% 3.8% 3.1% 4.5% 6.1% 5.8% 5.6%
Cost of interest bearing liabilities -0.8% -0.8% -0.5% -1.3% -2.7% -2.6% -2.3%
Net interest spread 3.6% 3.0% 2.6% 3.2% 3.4% 3.2% 3.2%
NIM* 3.6% 3.0% 2.6% 3.2% 3.4% 3.3% 3.3%
NIM (provision adjusted)* 3.3% 2.1% 2.4% 2.9% 3.0% 2.9% 2.8%
Cost/ Income 47.5% 45.1% 48.3% 47.5% 46.1% 46.9% 46.2%
Income and cost growth
Net interest income growth 11.3% -3.1% 5.5% 40.9% 14.5% 4.5% 8.3%
Non-interest income growth 30.2% 1.2% 14.9% 3.4% 9.7% 6.3% 6.5%
Cost growth 7.7% -6.5% 16.3% 25.3% 9.7% 6.8% 6.2%
Operating profit growth 26.8% 2.7% 2.5% 29.2% 16.2% 3.5% 9.2%
Net profit growth 42.5% -22.5% 43.7% 21.2% 7.1% 2.2% 5.8%
Income breakdown
Net interest income/ Total income 66.6% 65.6% 63.7% 70.5% 71.4% 71.0% 71.4%
Non - interest income/ Total income, of which: 33.4% 34.4% 36.3% 29.5% 28.6% 29.0% 28.6%
Fee income/ Total income 17.8% 17.1% 19.5% 18.6% 18.1% 18.9% 19.3%
Trading income/ Total income 8.9% 7.6% 10.7% 10.9% 9.7% 9.2% 8.5%
Other income/ Total income 6.7% 9.7% 6.1% 0.0% 0.9% 0.8% 0.8%

Source: Banca Transilvania, WOOD Research
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Balance sheet

(RON m) 2019 2020 2021 2022 2023E 2024E 2025E
Cash and due from the central bank 14,583 22,133 18,321 14,541 22,486 23,910 25,823
Interbank loans 7,775 7,223 10,394 5,567 5,623 5,679 5,736
Loans to customers (net) 39,175 40,893 54,630 65,214 70,870 78,503 88,222
Loans to customers (gross) 41,872 44,287 58,460 69,584 75,895 84,248 94,863
Investment securities 26,782 34,160 45,178 47,191 48,221 49,022 49,889
Fixed assets 1,116 1,353 1,556 1,662 1,662 1,662 1,662
Other assets 1,113 503 934 3,536 3,536 3,536 3,536
Total assets 91,722 107,492 132,501 140,511 155,441 165,683 178,656
Interbank deposits, including due to central bank 1,580 2,011 8,954 6,519 12,828 12,010 11,471
Deposits from customers 77,038 90,942 108,022 119,732 124,920 132,833 143,460
Subordinated loans 1,890 1,668 1,762 1,748 2,700 3,240 3,888
Other liabilities 2,001 2,457 3,199 3,040 3,040 3,040 3,040
Equity 8,831 10,021 10,092 8,919 11,395 13,996 16,228
Minority interest 383 393 472 553 558 564 569
Total liabilities and equity 91,722 107,492 132,501 140,511 155,441 165,683 178,656

Source: Banca Transilvania, WOOD Research

Key BS ratios

2019 2020 2021 2022 2023E 2024E 2025E
NPL ratio 4.4% 3.5% 2.7% 2.4% 3.7% 3.6% 3.6%
Provisions/Avg. customer loans (COR) 0.7% 2.0% 0.5% 0.8% 0.9% 0.9% 1.0%
Pre-provision buffer 5.8% 5.6% 4.4% 4.7% 5.0% 4.7% 4.6%
Provision expense/ Pre-Provision Operating profit 12.1% 34.8% 10.1% 15.0% 17.1% 18.2% 20.7%
Balance sheet ratios
Net loans/deposits 50.9% 45.0% 50.6% 54.5% 56.7% 59.1% 61.5%
Customer deposits/assets 84.0% 84.6% 81.5% 85.2% 80.4% 80.2% 80.3%
Customer loans/assets 45.7% 41.2% 44.1% 49.5% 48.8% 50.8% 53.1%
Equity/assets 9.6% 9.3% 7.6% 6.3% 7.3% 8.4% 9.1%
Total Capital Ratio 18.9% 21.0% 23.6% 20.8% 21.0% 23.3% 24.4%
Tier 1 15.9% 18.4% 20.7% 18.4% 18.8% 21.2% 22.5%
ROE 21.7% 14.6% 19.7% 25.3% 25.4% 20.7% 18.4%
ROTE 22.4% 15.1% 20.5% 26.8% 27.1% 21.9% 19.3%
ROA 2.1% 1.4% 1.7% 1.8% 1.7% 1.6% 1.6%
Texas Ratio 16.2% 11.7% 11.7% 13.4% 17.8% 15.9% 15.4%
GROWTH RATIOS
Customer loan growth 6.5% 4.4% 33.6% 19.4% 8.7% 10.8% 12.4%
- of which corporate loan growth 3.0% 6.6% 52.1% 31.5% 14.0% 15.0% 15.0%
- of which mortgage loan growth 11.6% 12.7% 18.6% 8.0% 3.0% 6.0% 10.0%
- of which consumer loan growth 6.6% -3.0% 12.3% 2.9% 2.0% 4.0% 7.0%
Customer deposit growth 18.2% 18.0% 18.8% 10.8% 4.3% 6.3% 8.0%
- of which corporate deposits growth 11.4% 19.3% 24.6% 10.3% 5.0% 7.0% 8.0%
- of which retail deposits growth 21.7% 17.5% 16.1% 11.1% 4.0% 6.0% 8.0%
Total asset growth 17.7% 17.2% 23.3% 6.0% 10.6% 6.6% 7.8%

Source: Banca Transilvania, WOOD Research
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Important disclosures

This publication is issued by WOOD & Company Financial Services, a.s. (“WOOD&C0o”) and/or one of its branches who are authorised and regulated by the
Czech National Bank (CNB) as Home State regulator and in Poland by the Polish Financial Supervision Authority (KNF), in Slovakia by the National Bank of
Slovakia (NBS), in Italy by the Companies and Stock Exchange Commission (CONSOB), in Ireland by Central Bank of Ireland (CBI), in Romania by National
Bank of Romania (NBR) and in the UK by the Financial Conduct Authority (FCA) as Host State regulators.

This investment research was prepared by the assignment of Bucharest Stock Exchange (having its registered office in Bucharest, 34-36 Carol | Avenue, 13-
14th Floor, 2nd District, registered with the Trade Register under no J40/12328/13.07.2005, VAT Number RO, Unique Registration Code 17777754) (“BSE”)
under the agreement which was concluded by and between BSE and WOOD&Co and WOOD&Co will receive a remuneration for this commitment. BSE shall
not be liable for the content of this investment research, especially for the accuracy and completeness of the information therein and for the forecasts and
conclusions. The views expressed in this investment research are those of WOOD&Co and can in no way be taken to reflect the official opinion of BSE.
WOOD&Co is entitled to all copyrights regarding this investment research.

This investment research was completed on 21/03/2023 at 07:05 CET and disseminated on 21/03/2023 at 07:35 CET.

WOOD&Co’s rating and price target history for Banca Transilvania in the preceding 12-month period:
Date Rating Date PT
13/05/2019 BUY 13/05/2019 RON 2.60

02/08/2019 RON 2.40
27/11/2019 RON 3.00
14/04/2020 RON 2.50
20/10/2020 RON 2.30
05/03/2021 RON 3.00
12/07/2021 RON 3.50
13/10/2021 RON 3.20
20/04/2022 RON 3.40
22/08/2022 RON 30.0
26/10/2022 HOLD 26/10/2022 RON 20.2
21/03/2023 BUY 21/03/2023 RON 27.0

The history of all WOOD&COo'’s investment research disseminated during the preceeding 12-month period can be accessed via our website at
https://research.wood.com.

The meanings of recommendations made in WOOD&Co’s investment research are as follows:

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the price target.

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the price target.

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the price target.

RESTRICTED: Financial forecasts, and/or a rating and/or a price target is restricted from disclosure owing to Compliance or other regulatory/legal
considerations such as a blackout period or a conflict of interest.

NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-a-vis the price target has been out of the range dictated by the
current BUY/HOLD/SELL rating.

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock’s rating and/or price target and/or financial information are
temporarily suspended.

As of the end of the last calendar quarter, the proportion of all WOOD&Co’s investment research vis-a-vis the proportion of subject companies that were
investment banking clients over the previous 12 months is as follows:

BUY HOLD SELL Restricted NOT RATED Coverage in transition
Equity Research Coverage 61% 32% 6% 1% n.a. n.a.
IB Clients 1% 1% n.a. n.a. n.a. n.a.

Any prices of financial instruments quoted in this investment research are taken as of the previous day’s market close on the home market unless otherwise
stated.

Details of the methodologies used to determine WOOD&CO0'’s price targets and risk assessment related to the achievement of the targets are outlined
throughout the most recent substantive report/note on the subject company.

It should be assumed that the risks and valuation methodology presented in daily news or flash notes, and not changing WOOD&CO0'’s estimates or ratings,
are as set out in the most recent substantive research report/note on the subject company and can be found on our website at https://research.wood.com.

WOOD&CO’s policy is to update investment research as it deems appropriate, based on developments in the subject company, sector or market that may
have a material impact on the views or opinions stated in the investment research.

WOOD Research Disclosures (as of 21 March 2023)
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Orange PL 5
Pekao 4,5
PGE 5
PGNiG 5
Philip Morris CR 5
PKN Orlen 5
PKO BP 4,5
PZU 4,5
Romgaz 5
Santander Bank Polska 5
Siauliu Bankas 5
STS 1,2,3
TBC Bank 3
Transelectrica 5
Transgaz 5
# Description
1 The company currently is, or in the past 12 months was, a client of WOOD&Co or any of its affiliates for the provision of corporate finance/investment banking services.
2 In the past 12 months, WOODA&Co or any of its affiliates have received compensation for corporate finance/investment banking services from the company.
3 In the past 12 months, WOODA&Co or any of its affiliates have been lead manager or co-lead manager of a publicly disclosed offer of the company’s financial instruments.
4 In the past 12 months, WOOD&Co or any of its affilates have acted as broker to the company
5  WOOD&Co or any of its affiliates are market maker(s) or liquidity provider(s) in relation to financial instruments of the company.
6 In the past 12 months, WOOD&Co or any of its affiliates have provided to the company any services set out in Sections A and B or Annex | to the Directive 2014/65/EU of the

European Parliament and of the Council, other than services listed under points 1, 3, 4 or 5 above, or received compensation for such services from the company.

7 The authoring analyst or any individual involved in the preparation of this investment research have purchased/received shares in the company prior to a public offering of those
shares; and the price at which they were acquired along with the date of acquisition are disclosed above.

8 The authoring analyst or any individual involved in the preparation of this investment research has a direct ownership position in securities issued by the company.

9 A partner, director, officer, employee or agent of WOOD&Co and its affiliates, or a member of his/her household, is an officer, or director, or serves as an advisor or board member
of the company.

10 WOOD&Co or its affiliates hold a net long or short position exceeding the threshold of 0,5% of the total issued share capital of the company, calculated in accordance with Artcle3
of Regulation (EU) No 236/2012 and with Chapters Il and 1V of Commission Delegated Regulation (EU) No 918/2012.

11 The company owns more than 5% of the total issued share capital in WOOD&Co or any of its affiliates.

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among other
factors) the overall profits of WOOD&Co, which includes corporate finance/investment banking, sales and trading and principal trading revenues. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific activities, or to
recommendations contained in the investment research. One factor in equity research analyst compensation is arranging corporate access events/meetings
between institutional clients and the management teams of covered companies (with the company management being more likely to participate when the analyst
has a positive view of the company).

WOOD&Co and its affiliates may have a corporate finance/investment banking or other relationship with the company that is the subject of this investment research
and may trade in any of the designated investments mentioned herein either for their own account or the accounts of their clients, in good faith or in the normal
course of market making. Accordingly, WOOD&Co or their affiliates, principals or employees (other than the authoring analyst(s) who prepared this investment
research) may at any time have a long or short position in any such designated investments, related designated investments or in options, futures or other derivative
instruments based thereon.

WOOD&Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by the
relevant employees and Chinese Walls as monitored by Compliance. For further details, please see our website at https://www.wood.cz/mifid-information/.

The information contained in this investment research has been compiled by WOOD&Co from sources believed to be reliable, but (with the exception of the
information about WOOD&Co0) no representation or warranty, express or implied, is made by WOOD&Co, its affiliates or any other person as to its fairness,
accuracy, completeness or correctness. WOOD&Co has not independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions
and other information contained in this investment research constitute WOOD&COo’ judgement as of the date of this investment research, are subject to change
without notice and are provided in good faith but without legal responsibility or liability.

WOOD&Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary
trading desk that reflect opinions that are contrary to the opinions expressed in this investment research. WOOD&Co’s affiliates, proprietary trading desk and
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this investment research.

This investment research is provided for information purposes only and does not constitute or form part of an offer or invitation or solicitation to engage in investment
activity or to buy or sell any designated investments discussed herein in any jurisdiction. As a result, the designated investments discussed in this investment
research may not be eligible for offer or sale in some jurisdictions. This investment research is not, and under no circumstances should be construed as, a
solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of a securities
broker or dealer in that jurisdiction.

This investment research is prepared for general circulation to WOOD&CO0's clients and does not have regard to the investment objectives, financial situation or
particular needs of any particular person. Investors should consider this report as only a single factor in making their investment decision and obtain advice based
on their own individual circumstances before making an investment decision. To the fullest extent permitted by law, none of WOOD&Co, its affiliates or any other
person accepts any liability whatsoever for any direct or consequential loss arising from or in connection with the use of this investment research.

For United Kingdom or EU Residents:

This investment research is only for persons who are eligible counterparties or professional clients within the meaning of Directive 2014/65/EU of the European
Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU and is exempt
from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or any analogous legislation) on the communication of invitations or
inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described in Article 19(5)
(Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations, etc.) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or Europe to retail clients, as defined under the rules of the Financial Conduct Authority.

For United States Residents:

This investment research distributed in the United States by WOOD&Co, and in certain instances by Brasil Plural Securities LLC (“Brasil Plural”), a U.S. registered
broker dealer, only to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as amended,
and as interpreted by the staff of the U.S. Securities and Exchange Commission (“SEC”). This investment research is not intended for use by any person or entity
that is not a major U.S. institutional investor. If you have received a copy of this research and are not a major U.S. institutional investor, you are instructed not to
read, rely on or reproduce the contents hereof, and to destroy this research or return it to WOOD&Co or to Brasil Plural. Analyst(s) preparing this report are
employees of WOOD&Co who are resident outside the United States and are not associated persons or employees of any U.S. registered broker-dealer. Therefore
the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (“FINRA”) or to Regulation AC adopted by SEC which, among other
things, restrict communications with a subject company, public appearances and personal trading in securities by a research analyst. Any major U.S. Institutional
investor wishing to effect transactions in any securities referred to herein or options thereon should do so by contacting a representative of Brasil Plural. Brasil
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Plural is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection Corporation. Its address is 545 Madison Avenue,
8th Floor, New York, NY 10022 and its telephone number is 212-388-5613. WOOD&Co is not affiliated with Brasil Plural or any other U.S. registered broker-dealer.

The views and sentiments expressed in this investment research and any findings thereof accurately reflect the analyst’s truthful views about the subject securities
and or issuers discussed herein.
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