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Recommendation: Accumulate (unch.)
Target price (12M): RON 15.5 (prev RON 14.0.)

RON ths 2022 Q2 2023 Q1 2023 Q2
NIl 566,896 670,538 658,530 200
Net F&C 193,307 172,330 188,236 180
Risk cost -14,093 -9,448 14,678
OPEX -392,907 -508,006 -435,560 16.0
Net profit 348,487 337,236 416,174 o
NIM 3.15% 3.66% 3.52% ’
Cost of risk 0.16% 0.10% -0.15% 12.0
Net loans
(ths) 35,328,558 37,179,322 37,991,030 10.0
Deposits (ths) 53,665,039 55,574,160 58,440,681 80
Cost-to- ‘0822 12722 04/23
income 47.22% 46.21% 47.86% = BRD = STOXX EU Bank Index
Perf (%) 12M YTD 3M M
Absolute 9.3 8.6 13.9 6.8
BET relative 2.8 -4.3 5.5 0.7
Share price as of 8/3/2023 RON 14.7 Bloomberg BRD RO
Number of shares [million] 697 Free float 39.8%
Market capitalization [RON mn/EUR mn] 9,840/1,994 52 week range RON 11.0-14.8
Daily turnover 12M [EUR million] 0.313 EURRON 4.93
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BRD’s reported net income came to RON 416 min in the second quarter — up
by 19% y-o0-y and 23% g-0-q as risk cost was positive and OPEX was under
control with higher revenues y-o-y.

Net interest income was at RON 658 min, up by 16% y-o-y thanks to higher
interest rates and volumes but g-o-q there was a decline of 2% as a result of
higher cost of liabilities thus NIM also declined to 3.5% from 3.7%.

Net F&C was up 9% g-o-q due to higher fees across all segments offset by
lower gains from FX and derivatives.

Costs increased 15% g-o-q and 12% y-o0-y, nevertheless g-o-q the growth
was below 1% if we adjust for the Deposit Guarantee fund payment in the first
quarter.

Risk cost was again positive due to sustained recoveries with NPE ratio at all-
time low of 2.2%, coverage at 74%.

On a volume issue, corporate lending and consumer loans remained dynamic
while mortgages were rather flat. Overall, the former two resulted in a 2%
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growth g-o-g. On the deposits side, there was an increase of 5% g-o-q -
majority coming to term deposits.

B Capital adequacy increased to 18.8% (Tier 1) from 18.2%. BRD reported
sound results with a ROE of 21.1% in the second quarter.

B Conference call is set on tomorrow at 10:00 am, Romanian time.

[

Opinion: BRD reported sound results though NIl development seems to slow.
Based on H1 earnings, we have updated our earnings projections and TP while
we maintain our Accumulate rating. BRD still offers ca. 17% upside including
dividends from 2023 but based on multiples, there are cheaper names in
Concorde’s banking universe.

Quarterly results

[ARON ths] | 0 2022/2023 0000 [ 2023 |
Q2 | o3 | Q4 | o1 [ Q2 |
P&L
Net interest income 566,896 601,331 646,044 670,538 658,530 6% 2%
Net fees 193,307 202,028 178,986 172,330 188,236 3% 9%
Total revenues 831,987 899,527 018177 935,339 926,113 % 1%
Operating costs -392,907  -423223  -468,675  -508,006  -435,560 1%  -14%
Operating profit 439,080 476,304 449,502 427,333 490,553 12%  15%
Risk provisioning - 14,003 9,197 - 58,208 - 9,448 14,678 -204% -255%
Pre-tax profit 424,087 485,501 391,294 417,885 505,231 19%  21%
Net profit 348,487 395,307 318,000 337,236 416,174 19%  23%
EPS 0.50 0.57 0.46 0.48 0.60 19% _ 23%

| 2023 W Difference

Balance sheet highlights @ Q2 | Q3 | Q4 | o | Q2 _J Y-o-Y Q-0-Q

Balance sheet total 70,809,786 71,173,757 73,841,767 72,838,566 76,960,645 9% 6%
Loans, net 35,328,558 36,176,880 36,288,342 37,179,322 37,991,030 8% 2%
Deposits 53,665,039 55,158,255 56,660,841 55,574,160 58,440,681 9% 5%
Net Loans/deposits (%) 65.8 65.6 64.0 66.9 65.0 -0.8 -1.9
| 0 2022 00| 2023 |
o2 | a3 [ o4 [ a1 [ Q2 |
NIM (Nll/total assets) 3.2% 3.4% 3.6% 3.7% 3.5% 0.4 -0.1
ROE 20.4% 26.0% 19.3% 18.7% 21.1% 0.7 2.4
ROA 1.9% 2.2% 1.8% 1.8% 2.2% 0.3 0.4
Cost-income ratio 47.2% 47.0% 51.0% 46.2% 47.9% 0.6 1.6
Cost of risk 0.2% -0.1% 0.6% 0.1% -0.1% -0.3 -0.2
NPL ratio 2.6% 2.6% 2.5% 2.6% 2.2% -0.4 -0.4
NPL coverage 77.0% 78.0% 77.0% 77.4% 74.0% -3.0 -3.4
CET1 ratio 16.9% 18.1% 21.1% 18.2% 18.8% 1.9 0.6

Source: BRD, Concorde
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Net interest income 2,649 2,704 2.1% 2,513 2,671 6.3%
Net fee and commission income 77 769 7.4% 752 792 5.3%
Net trading income 343 353 2.9% 353 363 2.9%
Other income 8 8 0.0% 8 8 0.0%
Other expense -75 -75 0.0% -75 -75 0.0%
General admin. expenses -1,817 -1,837 1.1% -1,809 -1,894 4.7%
Operating result 1,824 1,923 5.4% 1,742 1,865 7.1%
Risk provisioning -132 -59 -55.1% -258 -214 -16.9%
Profit before tax 1,692 1,863 10.1% 1,485 1,651 1.2%
Tax expenses -295 -325 10.1% -259 -288 1.2%
Profit after tax 1,397 1,638 10.1% 1,226 1,363 11.2%
Minorities -10 -1 10.1% -9 -10 1.2%
Profit attributable to shareholders 1,388 1,628 10.1% 1,217 1,354 11.2%
EPS (RON) 1.92 2.21 1.96 1.84
DPS (RON) 0.00 1.66 1.37 1.29
BVPS (RON) 9.90 12.09 12.38 12.82
TBVPS (RON) 9.83 12.02 12.31 12.75
P/E 7.7 6.7x 7.5x 8.0x
P/BV 1.5x 1.2x 1.2x 1.1x
P/TBV 1.5x 1.2x 1.2x 1.2x
Dividend Yield (%) 0.0% 1.3% 9.3% 8.8%
NIM (Nll/avg. total assets) 3.3% 3.6% 3.5% 3.4%
Cost-to-income ratio 47.5% 48.0% 49.5% 49.0%
ROE (after tax) 16.0% 20.1% 16.0% 14.6%
ROTE 16.1% 20.2% 16.1% 14.7%
ROA 1.9% 2.0% 1.8% 1.6%
Cost of risk -26bps -15bps -52bps -75bps
NPE ratio 2.7% 2.0% 2.5% 3.2%
NPE coverage ratio 73.4% 77.0% 77.0% 77.0%
RWA 33,888 36,260 37,711 40,396
Capital ratio (Tier 1) 22.4% 22.0% 22.2% 22.1%
Balance sheet growth 6.9% 4.0% 0.3% 2.7%
Loan growth 9.8% 7.0% 4.0% 4.0%
Deposit growth 7.5% 2.5% 0.0% 3.0%
Loan-to-deposit ratio 67.2% 70.1% 72.9% 73.6%
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Net interest income 2,370 2,704 2,671 2,636
Net fee and commission income 754 769 792 816
Net trading income 327 353 363 370
Other income 8 8 8 8
Other expense -69 -75 -75 -75
General admin. expenses -1,675 -1,837 -1,894 -1,873
Operating result 1,715 1,923 1,865 1,882
Risk provisioning -95 -59 -214 -326
Profit before tax 1,620 1,863 1,651 1,556
Tax expenses -282 -325 -288 -27
Profit after tax 1,337 1,538 1,363 1,285
Minorities -9 -1 -10 -9
Profit attributable to shareholders 1,328 1,528 1,354 1,276
Assets
Cash and equivalents 7,625 7,920 6,652 7,289
Due from banks 7,221 7,221 7,221 7,221
Derivatives held for trading 2,343 2,343 2,343 2,343
Loans and advances to customers (net) 36,288 38,893 40,308 41,676
Net lease investments 1,407 1,407 1,407 1,407
Financial assets 16,185 16,185 16,185 16,185
Inv. In associates 114 114 114 114
PPE 1,064 1,117 1,170 1,228
Intangible assets 407 416 426 436
Goodwill 50 50 50 50
Other assets 1,137 1,137 1,137 1,137
Total assets 73,842 76,803 77,013 79,086
Liabilities and equity
Deposits from banks 637 637 637 637
Deposit from customers 56,661 58,084 58,084 59,826
Borrowed funds 5,625 5,625 5,625 5,625
Other subordinated liabilities 1,239 1,239 1,239 1,239
Derivatives 1,444 1,444 1,444 1,444
Tax liabilities 6 6 6 6
Other liabilities 1,271 1,271 1,271 1,271
Total liabilities 66,882 68,305 68,305 70,047
Total equity (without minorities) 6,901 8,429 8,629 8,950
Minorities 59 70 79 88
Total liabilities and equity 73,842 76,803 77,013 79,086
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Concorde Securities Ltd. does and seeks to do business with companies covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of interests that
could affect the objectivity of this report. Investors should consider this report as only a single
factor in making their investment decision. For analysts certification and other important
disclosures, please refer to the “Disclaimer” section at the end of this report.

DISCLAIMER

This research report has been prepared by Concorde Securities Ltd., a full-service Hungarian investment banking,
investment management and brokerage firm. Concorde Securities Ltd. is under the supervision of the National Bank of
Hungary in its capacity as financial supervisory authority.

Concorde Securities Ltd. is registered in Hungary and does not have any subsidiaries, branches or offices outside of
Hungary. Therefore we are not allowed to provide direct investment banking services to US investors and restrictions
may apply to our potential investment banking services according to your country’s jurisdiction. For important
disclosures to U.S. investors, please refer of the “Notice to U.S. Investors” section at the end of this Disclaimer.

Our salespeople, traders and other professionals may provide oral or written market commentary or trading strategies
to our clients that reflect opinions that are their own and may be contrary to the opinions expressed in our research
products, and our proprietary trading and investing businesses may make investment decisions that are inconsistent
with the recommendations expressed by our analysts or traders.

Our research, sales and trading professionals are paid based on the profitability of the respective divisions of Concorde
Securities Ltd., which from time-to-time may include revenues from the firm’s capital market activity. Concorde
Securities Ltd. does not prohibit analysts, salespeople and traders from maintaining a financial interest in the securities
or futures of any companies that they cover or trade on their clients’ behalf in strict compliance with the Hungarian
Capital Markets Act.

ANALYSTS CERTIFICATION

The research analysts undersigned and responsible for the preparation of this report hereby certify that (i) the views
expressed in this research report accurately reflect their personal views about any and all of the securities or issuers
referred to in this research report; (ii) no part of the analysts’ compensation was, is or will be directly or indirectly related
to the specific recommendation or views expressed in this report and (jii) no part of their compensation is tied to any
specific investment transactions performed by Concorde Securities Ltd.

Name and job title of individuals involved in the production of this report are disclosed at the end of this report.

Concorde Securities Ltd. is a leading manager and underwriter of Hungarian equity offerings. We have investment
banking and other business relations with a substantial percentage of the companies traded on the Budapest Stock
Exchange and covered by our research department. Concorde Securities Ltd, its directors and employees may have a
position in these securities, which may change at any time.

Concorde Securities Ltd. acted as Lead Manager of the private and public share placement of the shares of FHB in
2003, Masterplast in 2012 and Duna House in 2016. Concorde Securities Ltd. acted as the Co-lead Manager of Gedeon
Richter’s exchangeable bond issue in September 2004. Concorde Securities Ltd. has provided financial advice to
Magyar Telekom.
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EXPLANATION OF RATINGS AND METHODOLOGY

Rating Trigger
Buy Total return is expected to exceed 20% in the next 12 months
Accumulate Total return is expected to be in the range of 10-20%
Neutral Total return is expected to be in the range of 10%-(-10%)
Reduce Total return is expected to be in the range of -10-(-20%)
Sell Total return is expected to be lower than -20%

The stock is put Under Revision if covering analyst considers new
information may change the valuation materially and if this may take more
time.

Under Revision

Coverage in transition rating is assigned to a stock if there is a change in
Coverage in transition analyst.

Securities prices:
Prices are taken as of the previous day’s close on the home market unless otherwise stated.
Valuations and risks:

Analysis of specific risks to set stock target prices highlighted in our investment case(s) are outlined throughout the
report. For details of methodologies used to determine our price targets and risks related to the achievement of the
targets referred to in the main body of the report or at Rating Methodology on our website. (https://www.con.hu/wp-
content/uploads/2016/04/Methodology_concorde_research.pdf?tstamp=201710021038)

Research disclosures:

Concorde Securities Ltd. may have published other investment recommendations in respect of the same
securities/instruments recommended in this report during the preceding 12 months. Disclosure of previous investment
recommendations produced by Concorde Securities Ltd. in the previous 12 months can be found at Rating history.
(https://www.con.hu/wp-content/uploads/2016/04/Rating-history.pdf?tstamp=201710021038)

GENERAL

This report is provided for information purposes only and does not represent an offer for sale, or the solicitation of any
offer to buy or sell any securities.

The information, and any opinions, estimates and forecast have been obtained from sources believed by us to be
reliable, but no representation or warranty, express or implied is made by us as to their accuracy or completeness. The
information, opinions, estimates and forecasts may well be affected by subsequent changes in market conditions. This
document may not be reproduced in whole or in part, or published for any purpose.

REPRODUCTION OR REBROADCAST OF ANY PORTION OF THIS RESEARCH REPORT IS STRICTLY PROHIBITED
WITHOUT THE WRITTEN PERMISSION OF CONCORDE SECURITIES LTD.
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