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Bank. Yesterday. Today. Role.

- 80% of Czech financial industry

- 8496 billion CZK

= Assets of CZ banks as of 9/2020

- 150% HDP

= CZ Bank assets as of 9/2020

(123% as of 2014)

- Bank loans grew 5% annually

in the last 5 years

Chart lil.1
Rates of growth of segments of the financial sector
(%)

Banks | 8,376
Investment funds | 610
Pension funds | 528
Insurance companies | 509

NFCELs | 425

-10 0 10 20
OAverage year-on-year change 2016 Q2-2020 Q2
m Change since 2019 Q4
m Year-on-year change 2020 Q2
Source: CNB
Note: NFCELs = non-bank financial corporations engaged in lending

Figures in CZK billions as of mid-2020. The banking sector also includes
credit unions.




Bank. Security. Hope. Buffer. Cushion. Resilience.

Figure 1. Growth of the global banking industry

- 42% of global financial
In the last decade, the top 1,000 world banks have grown I n d u Str’y

[ ] L ] *
Assets ($T) Return on assets (%) Tier 1 capital/assets (%) - 1 55 trl I I IO n U S D

$1237 9% o = Global Bank Assets End

I I 2019

2008 2017 2008 2017 2008 2017

- Operating with 6-7% of capital

Sources: Danielle Myles, “Top 1000 World Banks 2018," The Banker, July 2, 2018; Danielle Myles,

“Top 1000 World Banks 2017 The Banker, July 3, 2017; Charles Piggott, “Top 1000 World Banks — Earnlng Up to 1% on Its assets

2009, The Banker, June 24, 2009.

Source: Deloitte 2020 Banking Industry Outlook *) Source: www.statista.com




Bank. Interest rate differential. Risk.

Chart .7
Decomposition of interest profit
(monthly contributions in CZK billions)
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- Differences among products - Differences in time

Source: CNB Risks to financial stability and its indicators, www.patria.cz




Banks. Interest rate differential.

Interconnectedness vis-a-vis non-residents c
(% of regulatory capital of domestic banks; right-hand scale: CZK billions) 02/2020
300 - r 3000

200 2 000 CNB CZK REPO INTEREST RATE: 2.25%

100 1000

0 : . ECB EUR DEPO FACILITY INTEREST RATE:

-0.5%

—_ — 3.14. NET INTEREST INCOME 3.15. GAINS LESS LOSSES FROM FINANCIAL

12/14 1215 1216 1217 1218 1219 03/20 CZK million 2019 OPERATIONS

Guarantees received from controlling entities Interest income and similar income 24 004 CZK million

Guarantees given to controlling entities Foreign exchange gains or
= | iabilities to controlling entities losses and foreign exchange
mmmm Claims on controlling entities Interest on zero-coupon bonds 65 aprosd

. L, . - Foreign exchange gains/losses

Net debtor position of banks vis-a-vis controlling entities Interest on coupon bonds

Net external debtor position of banking sector (rhs) R SR el iohgRapeead

Deposits of domestic banks with CNB (rhs) Ottt

; i , . Other interest income Gains/losses from revaluation
Source: Obligatory information to be disclosed pursuant to Decree No. . . and sale of bonds
123/2007 and Decree No. 163/2014, banks' annual reports, CNB WReR EEON Il trankc deposi Gains/losses from revaluation
and sale of MBS
Gains/losses from revaluation
Interest expense and similar expense 61 291 and sale of shares
Net gains/(losses) from
! currency forwards
Interest on liabilities to employees and 78 Net gains/(losses) from interest
other clients rate futures

Net interest income 37387 -18022 Net gains/(losses) from interest

" rate swaps
Net gains/(losses) from share
2 eC l l I e - Net interest income represents the difference between futures -
[ ] Gainsflosses from financial

interest received and interest paid on securities and 4
deposits operations

20 Source: CNB Annual Report

Interest on secunties 22 276

Interest on employees loans 2

Interest on liabilities to banks 61313




Banks. Today. Survival. Syl ver WiiGHtost

swimming naked.”
Impact of the alternative scenarios and interactions with the

capital requirements of the banking sector — Warren Buffet
(pp)

24 -

a0 - Credit costs (mainly driven by non performing

16 - Decomposition of return on assets
(%)
3.0 02

0.1
0.4
e 1.9

-1.2

2.0
1.5

06/21 06/22 1.0 A

1 Countercyclical capital buffer
Capital conservation buffer S
Systemic risk buffer
mmmmm Additional Pillar 2 requirements 0.0
= Pillar 1 requirements
Baseline Scenario
Adverse Scenario
== == Baseline Scenario - without capital surplus
= == Adverse Scenario - without capital surplus

Interest profit

revaluation
Dividend income
provisioning

cCommissions
Profit from financial

Income from fees and
Impairment losses and

Banks profits from deposits to CNB

Other expenses/income
Return on assets 2019 Q4 I

Return on assets 2020 Q1

Adm. and oper. expenses,
depreciation/amortisation

Source: CNB




Banks. Tomorrow. Technology. Open Banking. FinTech. BigTe

- Regulation vs deregulation
(stability of industry vs

gy, W consumer protection
S REMEMBER THAT .p )
YOUR PAST SUCCESS - lechnology impact
L %iRE FA?E% C|OU(.2|.

HOWEVER, IF YOU mobility

LEARN A LESSON :
FROM EVERY FAILURE, SEELIT

THEN YOU MAY APls

ULTIMATELY SUCCEED. — Harmonized rules

" - JACK MA



Banks. Tomorrow. Fintech.  _  payments (Paytech)

YA
;&t_&;l 2golggal investment activity (VC, PE and M&A) in fintech - In surance ( In su rTe Ch) 90/o
- Blockchain/Crypto 3%
- Regulation (RegTech) 2,3%
- Cybersecurity 0,3%

- Investments (WealthTech) 0,2%

Results of 100 startups founded after 2010 in the UK:

£h:3m £18.7on £1./on

Total equity raised Total valuation* Total cumulative losses

mmmm Deal value ($B) Deal count

Source: Pulse of Finlech H2'20, Global Analysis of Investment in Fintech, KPMG International (dala provided by PitchBook), *as of 31 December 2020. Source: KPMG UK, Fintech Focus, June 2020 *) in last ﬁnancing round




Banks. Fintech. Digital Banks. Brand. Sustainability.

Dlg ital bank per customer metrics Pre-COVID-19: European digital banks faced challenges compared to
, . incumbent banks.
Monzo and Revolut compared to payment fintech TransferWise

Profit per customer, €

Customer Count (millions
. Shown in chart Latest R 060  to-300
TransferWise §i™™ t0600
5m 8m Non-
(Mar '19) (Jul '20) interest
income

Revol -£10.74 Operating W 10\ 300
costs
10m 13m Impairments
(Dec '19) (Aug ‘20)

B Net profit per customer Revenue per customer Top incumbent bank' Top digital bank®

50 -250

-45to
<5 10to 156 =50 —30 1o —40?
N -5 s
Net Profits Net Non-  Operating Profits
39m 44m interest before interest  interest  costs before
(Feb "20) (Jul "20) income tax income income Impairments  tax

rn European incumbent banks’ retail banking

rn Eurcpean digital banks aval

FXCinteligence




Banks. Old and new architecture. Handicap. Advantage.

Figure 1. Current core banking systems
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SOURCE: McKinsey © October 2019 The Financial Brand




Banks. BigTech. Customer focus. LSD.
The banks need LSD to thrive:

Willingness of consumers to buy

financial products from big tech — Ability to underwrite good

risks (Lending)

Respondents who Willingness to then purchase products from Big Tech player
trust Big Tech to

et EE (DR B =

amazon 65% >25% >25% >25% | 15-25% | 15-25% 15-25%

- Provide Security for
customers’ money and data

Go gle 58% | >25% 15-25% 15-25% >25%  15-25% 15-25% 15-25%

Y 56% | 15-25% 15-25% 15-25% 15-25%  15-25% 15-25% 15-25%

m 35% | <15 15-25% - 15-25%

- Provide aDvisory to
customers to boost their
financial health

Wealth

Mortgage manage-
solution loan oan tgag anag
ment

Checking S;:F‘aggﬁtf Payment Personal

SOURCE: McKinsey © October 2019 The Financial Brand



Banks. Tomorrow. Mobile. Digital. Instant. Open. Embedded.

Mobile and online activity continues to increase, US branch capacity is down roughly 12% While roughly 50% of European consumers are willing to bank digitally, only
with spikes in April since December 2019 about 25% actually do so for mortgages.

Index to Dec 2019 = 100 — Mobile users Network capacity, Index to Dec 2019 =100

. M Willingness to purchase product through digital channels!
30-day users — Online users Branches open to customers

B Purchase (initiated or finished digitally)?

108 120

Avg. willingness

67
57
53 52 b5
48 48
40 42 41
> 34
32 30 09
Avg. behavior 24 24 23

Belgium France Germany Italy Nether- Poland Portugal Russia Spain Sweden Switzer-
lands land

Apr

Time to cash, calendar days, Central European banks

- strongest of the
~ species that
“survives, nor the
most intelligent,
but the one most
responsive tO Slowest quartile Average Fastest quartile Fastest (best bank in best quartile)
PRt R R e e e

~Charles Darwin, 1809




Banks. Tomorrow. Cyborgfinance.

Modular. IT company. Platform. Comparator. Invisibly

embedded.
§

“Developing talent is business's most important task—the
sine qua non of competition in a knowledge economy."

People. Apps. Robots. Data.
~ Peter Drucker Secu rlty .



Summary.

-

Banks provide security for money and data. That is why they are
regulated.

Banks allow businesses to tap cheaper resources than capital.

Trust is key to the functioning of banks. That is why banks are building
brands.

Banks live from interest rate (fee) differentials. They work with little
capital.

To get them banks take risks (credit, market, operational, ...).

Risks tend to accumulate (to materialize at the same time).

Banks are facing Fintech and Bigtech benefitting from deregulated parts
of the banking business.

Banking will not disappear, but it will improve client focus.
The bank can survive on LSD, "ravioli" IT archi@g@%éfm;@ﬁyour attention.



