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How have markets for NPL sales in CESEE developed?
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Total NPLs volume in the above CEE/SEE countries moved from €70.4 billion in 2013 to €60.7 billion in 1H 2016, representing a
14% decrease...

NPLs trends in CEE/SEE from 2013 to 2016
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Source: Vienna initiative, IMF, National Banks

Overall NPLs volume have been decreasing across CEE/SEE, except for Bulgaria, Czech Republic, Slovakia and Ukraine where it has
increased by 16%, 30%, 13% and 4% respectively from 2013 to 2016.

Romania has decreased its NPLs volume most significantly (38%) during period through successful sales of sizable loan portfolios.

Poland has been the largest country in terms of NPL volumes, however primarily focused on “industrialized” small scale NPL sale
processses.

Ukraine has just recently surfaced the regional NPL scene with its above EUR 20bn of NPLs. Several reforms have been recently introduced
aiming to improve enforcement landscape and open up NPL market.
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J Romania - NPL marketlife cycle
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2015-2017: Romania remains the most active market in the CEE/SEE for both secured and unsecured NPL sales

2017: Total pipeline for the currently alive or soon to be launched transactions in the H2 amounts to about €2 billion

2013: Market opens with the 15t successful secured loan portfolio transaction in Romania — Projects Mundabit and Holmes — sold by RBS as part of their market exit
2014: The National Bank of Romania strengthens oversight over banks and starts to encourage them to decrease NPLs levels

Due to improving macro and RE market conditions,
comparably good legal enforcement environment and

25 1 ) simolified sizeable NPL stock Romania was one of the first
No of transactions | Tha highest point of transaction P CEE/SEE markets to attract the interest of both
9 P corporate and
i 0 ; international and regional players
volume. Average NPL ratio 13.9% personal insolvency g play
= 20 A laws approved o . . e
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I 1.0 4 secured portfolio sale ml Z%manla ( 0 'S largest servicers or have acquired local servicers.
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Maximising Loan Portrolo Value: Key rivers between ook
vale and market value
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S the Infrastructure supporting market value ¢

Low NPL ratios are found in countries with more supportive infrastructures...
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Note: lllustrative purpose only; the specific impacts will be bank specific.

Key: B very supportive [ supportive [l Unsupportive

m © 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”),
a Swiss entity. All rights reserved



How have markets for NPL sales in CESEE developed?

Je-

High

Degree
of bank
control

Low

KPMG

everaging NPLS: INgredients 1or SUCCEess

Focus of ECB's guidance

Bank boards
resolute to
reduce NPLs

Specialist &
experienced workout
teams

Robust bank
supervision
(NCA & SSM)

Active buyers
of NPLs in the
market

National or EU AMC
available

Sufficient
CET1 capital & future
profitability

Strong provision
coverage
(IAS 39/1IFRS 9)

Balanced national
or EU insolvency
regime

Non-bank servicers
operate in the market

Asset protection
schemes offered

Clear NPL reduction
strategy by portfolio

Staff incentives
to implement NPL
deleveraging

Out of court
restructuring options
available

Supportive bank
resolution
authorities & laws

Active EU and
national
securitisation market

~

Accurate data tapes
and MIS

Forbearance
strategies tailored to
maximise recoveries

National judiciary is
well staffed & trained

Workout partners
can provide extra
capital & expertise

Long-term economic
growth and political
stability

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”)
a Swiss entity. All rights reserved
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Assessing different strategic options Tor baiance sheet optimisation

Delta > 20% Delta < 20% >10% Delta < 10%
Delta
between As the delta between the NBV and MV increases, the number of options to manage the NPL exposure
NBV and MV reduce

Outsourcing/ Insourcing Joint Ventures / AMCs Structured Credit Asset sale
[ X J
2 ik L ==

—Workout loans to —Loans moved to a —Portfolio with variety of —Complete transfer of

enhance value Newco / AMC credit qualities ownership to buyer
— Loans still under bank —Partner with investor —Tranches created to —Bank provisions

ownership —Shared ownership with target buyers determine profitability of
— No profit share investor —Part of portfolio retained sale

mechanism by bank

Centralized

Sales

In-house Structured .
portfolio

credit
sale/

optimization platform
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12-18 years 12 - 18 months 9 - 12months
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