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Our expectation as the Polish financial sector prepares
to kick of the fourth-quarter reporting season next
week is that earnings will fall on a comparable basis,
with the reported figures weighed down by large one-
time write-offs associated with CHF loan risk. We
predict that the sector's combined net income will
show a 21% drop from the same quarter a year earlier
and 18% contraction from the quarter before (with the
respective declines on a recurring comparable basis
estimated at 6% and 12%). If this is correct, this
would imply a need for analysts to revise their current
consensus for FY2019 as much as 19% lower. At the
same time, we do not expect much negative impact of
the earnings announcements on bank stock prices
since most of the write-offs should be priced in at this
point following pre-reporting profit warnings from the
sector.

What analysts might have not fully accounted for are
additional charges related to consumer loan fee
refunds upon early repayment that are set to drag on
interest income and margins. Similarly, current cost-of
-risk forecasts probably do not fully adjust for Poland's
decelerating economic growth.

Against this backdrop, we see Millennium as one of
the worst fourth-quarter underperformers potentially
facing more charges in 2020 due to its liberal
provisioning policy. At PKO BP, we anticipate massive
write-offs greater than PLN 0.5bn for FY2019,
demonstrating that the Bank is no longer the safe
haven it was once thought to be in the face of potential
FX loan related lawsuits.

Summing up, the Polish financial sector might be seen
to pull back slightly on fourth-quarter earnings while
analysts adjust their future expectations to reflect
weaker-than-expected FY2019 performance. For
alternatives, we would look toward Czech institutions
like Moneta and Komercni, and consider Erste Group in
Austria.

Summary of 2019 Q4 earnings estimates by rated bank

(PLN m) mBank Q/Q Y/Y consensus* differ.
PKO BP 789 -36% -22% 1,145 -31%
Pekao 672 2% -10% 755 -11%
Santander 464 -26% -40% 678 -32%
ING 455 10% 1% 481 -5%
Millennium 78 -61% -63% 188 -58%
Handlowy 161 42% 6% 184 -12%
Alior Bank 151 21% -17% 191 -21%

Source: mBank, Bloomberg, *Estimate implied by full-year market consensus

Bank earnings calendar

Prelim. Results Final results

Santander 2020-01-29 2020-02-20
Millennium 2020-02-03 2020-02-14
mBank 2020-02-06 2020-02-28
ING 2020-02-06 2020-03-06
Handlowy 2020-02-13 2020-03-26
PKO BP 2020-02-12
Pekao 2020-02-27
Alior Bank 2020-02-28
BNP Paribas 2020-03-03
BOS 2020-03-17

Source: Banks
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No Clear Winner This Earnings Season

The write-offs taken by banks in Q4 2019 hurt bottom lines
as well as, in some cases, the 2020 dividend prospects. After
booking first-ever provisions for loan fee refunds to early
payers, net interest income in the sector most likely fell 1%
from the previous quarter even as loan portfolios continued
to expand. There are banks where one-time charges were
not as huge in Q4, such as ING BSK, Bank Handlowy, Pekao,
and Alior, but overall the fourth-quarter and FY2019 results
are set to miss expectations and most likely prompt
downward revisions to the forecasts for FY2020.

When it comes to the biggest potential letdowns, it is worth
pointing out that Millennium uses a more liberal approach to
CHF loan risk management than most of its competition
(with provisions equivalent to 1% of NPLs vs. 2% at SPL and
2.5% at ING), as well as being the only lender who uses
effective interest rates rather than stated rates to calculate
loan fee refunds.

At PKO BP, the recurring fourth-quarter profit will be solid,
but the huge write-offs that will accompany it will bring to
light the true scale of the CHF-related risk.
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Lower DPS

We have adjusted our dividend expectations for rated banks
based on expected 2019 Q4 earnings, reducing the DPS
forecasts for PKO, PEO, and SPL, and raising them for ING
and BHW. At PKO BP and Santander, a weak fourth quarter
means 2020 DPS cuts by 5% and 6%, respectively.

Nevertheless some banks are still able to offer attractive
dividend yields at the current share price levels; for example,
the 2020E dividend yield of PKO BP is currently 8.5%,
Handlowy can offer 7.3%, and Pekao can deliver 6.1%. ING
and Santander both have dividend yields below 2%. For PKO,
a high dividend yield is the single biggest potential value
driver as its earnings momentum slows.

Minimum capital requirements for dividend
distributions by banks
Actual Ratios

as of 30
Sep.'19

Tierl TCR

Min. Req. to
offer 75%

Min. Req. to
offer 100%
Payout ratio

Tierl1 TCR

Payout Ratio
Tier 1 TCR

PKO BP 14.3% 16.4% 14.4% 16.5% 16.7% 18.0% 2.98
Pekao 13.8% 15.8% 16.0% 18.0% 15.5% 17.2% 6.15
Santander 13.8% 15.8% 15.0% 17.0% 14.3% 16.1% 5.01
ING 13.5% 15.5% 13.5% 15.5% 14.2% 15.5% 3.84
Millennium 16.7% 19.9% 20.1% 23.3% 17.1% 20.2% 0.00
Handlowy 13.3% 15.3% 14.6% 16.6% 16.3% 16.3% 3.93
Alior Bank  13.0% 15.0% 14.5% 16.5% 13.4% 16.2% 0.00

Source: Banks, mBank, *implied by fourth-quarter estimates

Consequences of Early Loan Refund Rules

The fourth quarter of 2019 was the first full quarter of banks
expensing refunds owed to early loan payers against net
interest income, with negative effects on interest margins.
Nevertheless these refunds do not seem to be fully
accounted for yet in analysts' expectations for FY2020.

Based on warnings filed to date, the refunds can be expected
to have the biggest impact on core net earnings at
Santander, PKO BP, and Alior. At Millennium, the use of the
effective rate method to calculate the reimbursable fees in
the long run might prove problematic (note that Millennium
increased its consumer loan book by acquiring Eurobank).
Interestingly, Handlowy is the only rated bank to not have
yet set aside any extra reserves for refund risk — in fact, the
bank has not even issued a comment on the matter as of this
writing. With that said, looking at its small consumer loan
book, we can probably assume the refunds risk in case of
Handlowy is less severe than for others; some banks might
have to continue to increase the reserves dedicated to this
purpose during 2020.

Estimated impact of early loan refunds on annual net
interest income of Polish banks

expected impact on
annual net interest

Provisioning made to

A ) income date (PLN m)
(PLN m)
PKO BP 320 68.5
Pekao 123 29.5
Santander 404 83
ING 30 17
Millennium 84 53
Handlowy 0 0
Alior Bank 316 57

Source: Banks, mBank

Alior Bank

= Alior will report its fourth-quarter results on February
28th, 2020.

= We expect net income to come in at PLN 150.7m after
rising 21% from the third quarter and falling 17% on the
year, an estimate 21% below the Q4 market consensus
implied by the average of the full-year forecasts tracked
by Bloomberg.

= The difference is because the consensus estimate does not
fully account for the effect of loan fee refunds (PLN 80m
per quarter).

= Despite additional refund costs, Alior should be able to
curb the fall in 2019 Q4 net interest income to about 3%
on a g/q basis with organic growth.

= Operating expenses will most likely rise above PLN 400m
even after a 1% decline relative to a year earlier.

= We expect a 3% q/q reduction to PLN 316m in risk
reserves, with cost of risk coming in at 200bp.

= Our 2019 Q4 outlook for Alior is consistent with the Bank's
own guidance on recurring results. We believe Alior is
capable of fulfilling the FY2020 expectations of analysts
even at their current challenging levels.

2019 Q4 forecast for Alior Bank

() 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 775.3 802.3 -3% -3%
Fee income 170.1 172.5 -1% 48%
Total income 1004.6 1033.5 -3% -6%
Operating expenses -403.2 -372.0 8% -1%
Provisioning -315.9 -324.8 -3% 5%
Net income 150.7 124.5 21% -17%

Source: mBank

Santander Bank Polska

= Santander Bank Polska will report its fourth-quarter

results on January 29th, 2020.

= We anticipate a quarterly net income of PLN 464m after a
26% fall from the previous quarter and a 40% slump from
the year before.

= Note that, compared to the median market forecast, our
FY2019 full-year net income estimate for Santander BP is
9% lower, probably because it takes into account one-time
charges not envisioned by other analysts.

= Santander BP warned that it would recognize additional
charges in Q4, including a PLN 173m provision for legal
risk associated with the CHF loan portfolio, and a
PLN 184m provision for refunds of borrowing costs to
consumers paying off their loans early. The total amount
of the charges is estimated at PLN 357m, of which
PLN 101m carried through net interest income and the
balance recognized as other operating costs.

= On an adjusted basis, the 2019 fourth-quarter net income
is likely to show a rebound of 23% from the comparable
year-ago base at roughly PLN 752m.

= Net interest income at PLN 1,671m is set to show a 1.8%
decline from the previous quarter, accompanied by a 12bp
fall in NIM to 3.20, alongside an 8.9% increase from the
year before. The expected quarterly decline in NII was led
by early loan refunds in the amount of PLN 101m.

= Fee income in Q4 might post a small, 1.2% decline from
Q3 due to lower loan fees.

= We anticipate a slower, 4.8% y/y growth to PLN 961m in
operating costs. Keep in mind that Santander began
carrying DB on its consolidated financial statements in
November 2018.



We anticipate risk reserves of PLN 277.5m as of 31
December 2019, implying quarterly cost of risk of 74bp
(over average loans) and FY cost of risk of 84bp,
consistent with guidance.

Based on FY2019 estimates, we see the current FY2020
market consensus as overestimated by about 9%
depending on the pace of organic growth and cost synergy
on the one hand, and on whether Santander will be forced
to increase CHF risk provisions during 2020 on the other
hand. With that said, Santander is set to deliver one of its
highest quarterly profits in history in Q4 2019.

Earnings Call details:

Date & Time: 29 January, 11:00 a.m. CET
Place: Al. Jana Pawta II 17, 5th floor.
Phone: +48 22 100 14 91

PIN: 9514

2019 Q4 forecast for Santander Bank Polska

(PLN) 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 1670.7 1701.0 -2% 9%
Fee income 537.5 544.0 -1% 8%
Total income 2375.1 2453.6 -3% 12%
Operating expenses -961.1 -946.8 2% 5%
Provisioning -277.5 -336.6 -18% -34%
Net income 463.6 625.7 -26% -40%

Source: mBank

Bank Handlowy

Handlowy will report its fourth-quarter results on February
13th, 2020.

At PLN 161.1m, we expect net income to rebound 42%
over the previous quarter and rise 6% from the same
quarter the year before.

Compared to the consensus estimate implied by 2019 FY
analysts' forecasts, our fourth-quarter estimate stands
12% lower because it factors in the write-offs recognized
in Q3, not incorporated into the consensus.

Net interest income will most likely rise 3.6% year over
year, but edge 0.8% lower relative to Q3, due probably to
a seasonal deposit boost.

Operating costs in Q4 2019 will show a quarterly increase
of 1.6% and an annual rise of 1%.

Cost of risk should decrease to 69bp after two quarters
spent above the usual average, with the corporate loan
CoR at 62bp and the consumer loan CoR at 80bp.
Summing up, Handlowy's 2019 Q4 results will probably
miss the expectations of analysts, but with strong bottom-
line growth and few major one-time charges the
announcement should meet with the market's approval.

2019 Q4 forecast for Bank Handlowy

(PLN) 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 1134.7 1120.0 1.3% 14.0%
Fee income 347.0 340.4 1.9% 4.9%
Total income 1503.6 1469.3 2.3% 10.6%
Operating expenses -590.2 -604.4 -2.4% 4.2%
Provisioning -186.5 -180.2 3.5% 89.4%
Net income 455.6 414.8 9.8% 0.7%

Source: mBank

mBank.pl

ING BSK

ING BSK is scheduled to report 2019 Q4 results on
February 6th, 2020.

We expect net income to come in at PLN 455.6m after
rising 10% from the previous quarter and increasing 1%
year-over-year, an estimate which sits 6% below the
average of analysts' expectations implied by the FY2019
consensus.

We are anticipating slight contraction in NIM and other
income due to charges related to early loan refunds and
CHF loan risks (PLN 5m).

On the other hand, operating costs and fee income will
have improved over the previous quarter.

2019 Q4 forecast for ING BSK

(PLN) 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 289.2 291.6 -1% 4%
Fee income 139.1 141.7 -2% 3%
Total income 555.1 552.7 0% 8%
Operating expenses -280.5 -276.1 2% 1%
Provisioning -36.7 -91.2 -60% 212%
Net income 161.1 113.7 42% 6%

Source: mBank

Bank Millennium

Millennium will release preliminary fourth-quarter results
on February 3rd, 2020.

We anticipate quarterly net income at PLN 78m after a
61% fall from Q3 and a 63% drop from the year before.
Compared to the consensus estimate implied by 2019 FY
analysts' forecasts, our fourth-quarter estimate stands
58% lower, we are guessing because it factors in write-
offs booked in the period, not yet incorporated into the
consensus.

Millennium took a PLN 150m charge related to CHF loan
cases in Q4, most likely expensed as other costs.

Net interest income in Q4 might show a 1% g/q rise and a
42% vy/y rebound at a projected PLN 692m. The slow
quarterly expansion can be blamed on loan refunds, and
the fast-paced annual growth is owed to the Eurobank
acquisition.

As a result, fourth-quarter NIM is set to shrink by 7bp to
2.80%.

We anticipate a 15% fall in noninterest income relative to
Q3 2019, when Millennium recognized a big one-time gain.
Fee income will have rebounded by 2% qg/q and 12% y/y.
Operating expenses at PLN 502m will be 4.5% higher than
in Q3 and 57% higher than in Q4 2018, driven by
expenses related to the acquisition of Eurobank (ca.
PLN 60m).

Risk reserves are estimated to have dropped by 20% q/q
in Q4 to a projected PLN 107.4m, resulting in cost of risk
(to average gross loans) at 60bp.

MIL stock might pull back slightly on the fourth-quarter
announcement, which will probably expose the current
FY2020 consensus as overestimated at ca. PLN 918m, with
additional downside risk generated by Millennium's
effective-rate approach to calculating early loan fee
refunds.
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2019 Q4 forecast for Bank Millennium

(G4N))) 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 691.9 687.6 1% 42%
Fee income 181.7 178.3 2% 12%
Total income 964.2 1008.3 4% 32%
Operating expenses -501.7 -480.1 5% 57%
Provisioning -107.4 -133.8 -20% 84%
Net income 78.0 200.1 -61% -63%

Source: mBank

Bank Pekao

Pekao will report its fourth-quarter results on February
27th, 2020.

We expect net income to come in at PLN 671.9m after
rising 2% qg/q and falling 10% y/y.

Compared to the consensus estimate implied by 2019 FY
analysts' forecasts tracked by Bloomberg, our estimate
stands 11% lower.

One-time events influencing the fourth-quarter bottom line
will have included profit from an NPL sale on the positive
side, and additional CHF risk reserves on the negative
side, with the net effect coming in at a negative PLN 20m.
In terms of core business, we expect to see net interest
income growth at a quarterly rate of 0.8% and an annual
rate of 8.4%, and we anticipate 4bp lower quarterly NIM
of 2.76% (over average assets). The flat NII is due to loan
fee refunds, which totaled PLN 100m net for the full
FY2019.

Operating costs in Q4 should be kept in check at an
estimated PLN 882m thanks to earlier job cuts.

Risk reserves will have an ending balance of ca.
PLN 181m, and cost of risk will be 50pp.

Investors might feel disappointed by Pekao's fourth-
quarter performance given lower one-time charges than
suffered by most competition, nevertheless the current
earnings consensus for FY2020 looks feasible and is not in
need of downward adjustments.

2019 Q4 forecast for Bank Pekao

(PLN) 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 1402.9 1391.4 1% 8%
Fee income 647.3 642.8 1% 1%
Total income 2225.1 2062.5 8% 6%
Operating expenses -882.3 -883.3 0% 0%
Provisioning -180.9 -176.5 2% 72%
Net income 671.9 656.2 2% -10%

Source: mBank

PKO BP

PKO BP will report its fourth-quarter results on February
12th, 2020.

We expect net income to come in at PLN 789.4m after
falling 36% from the third quarter and 22% on the year.
Compared to the consensus estimate implied by 2019 FY
analysts' forecasts tracked by Bloomberg, our estimate
stands 31% lower because it takes into account the
PLN 503m of write-offs for CHF loan risk and fee refunds
recognized in Q4.

The additional refund charges were responsible for an
expected 1% decline vs. Q3 in the fourth-quarter net
interest income, with NIM down by 11bp.

At the same time, payroll (specifically annual bonuses)
was the main driver behind the bulk of the expected 7.0%
seasonal surge in operating expenses.

We expect to see flat provisioning in Q4 (not counting the
new CHF reserves), resulting in cost of risk at 50bp - with
the CHF provisions added in, CoR will be more than twice
as high at 113bp.

The effective tax rate for Q4 will be seasonally high at
26%.

Investors will most likely feel disappointed by PKQO's fourth
-quarter announcement, in particular the expected huge
write-offs which will serve as a reminder of the bank's
massive exposure to CHF loan risk. With that said, we
believe PKO is capable of fulfilling the high expectations of
analysts for FY2020, when the annual net income is
forecast to come in at PLN 4.6bn.

2019 Q4 forecast for PKO BP

(PLN) 4Q'19E 3Q'19 Q/Q Y/Y
Net interest income 2641.8 2662.0 -1% 6%
Fee income 775.3 770.0 1% 1%
Total income 3855.1 3831.0 1% 8%
Operating expenses -1572.3 -1470.0 7% 8%
Provisioning -678.7 -294.0 131% 61%
Net income 789.4 1229.0 -36% -22%

Source: mBank
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List of abbreviations and ratios contained in the report:

EV - net debt + market value (EV - economic value)

EBIT - Earnings Before Interest and Taxes

EBITDA - EBIT + Depreciation and Amortisation

PBA - Profit on Banking Activity

P/CE - price to earnings with amortisation

MC/S - market capitalisation to sales

EBIT/EV - operating profit to economic value

P/E - (Price/Earnings) - price divided by annual net profit per share
ROE - (Return on Equity) - annual net profit divided by average equity
P/BV - (Price/Book Value) - price divided by book value per share
Net debt - credits + debt papers + interest bearing loans - cash and cash equivalents
EBITDA margin - EBITDA/Sales

OVERWEIGHT (OW) - a rating which indicates that we expect a stock to outperform the broad market
NEUTRAL (N) - a rating which indicates that we expect the stock to perform in line with the broad market
UNDERWEIGHT (UW) - a rating which indicates that we expect the stock to underperform the broad market

Recommendations of Biuro maklerskie mBanku:

A recommendation is valid for a period of 9 months, unless a subsequent recommendation is issued within this period. Expected returns from individual recommendations are as follows:
BUY - we expect that the rate of return from an investment will be at least 15%

ACCUMULATE - we expect that the rate of return from an investment will range from 5% to 15%

HOLD - we expect that the rate of return from an investment will range from -5% to +5%

REDUCE - we expect that the rate of return from an investment will range from -5% to -15%

SELL - we expect that an investment will bear a loss greater than 15%

Recommendations are updated at least once every nine months.

mBank S.A. with its registered office in Warsaw at Senatorska 18 renders brokerage services in the form of derived organisational unit - Brokerage Office which uses name Biuro maklerskie mBanku.

mBank S.A. as part of the Exchange's Analytical Coverage Support Programme (“Programme”, https://www.gpw.pl/eacsp) prepares analytical reports for the following companies: Cognor Holding, Comarch, VRG.
These documents are prepared at the request of Gietda Papieréw Wartosciowych w Warszawie S.A. ("WSE’), which is entitled to copyrights to these materials. mBank S.A. receives remuneration from the WSE for the
preparation of the reports. All documents prepared for the Programme are available at:
https://www.mdm.pl/ui-pub/site/market_and_analysis/analysis_and_recommendations/analytical_coverage_support_programme

This document has been created and published by Biuro maklerskie mBanku. The present report expresses the knowledge as well as opinions of the authors on day the report was prepared. The opinions and
estimates contained herein constitute our best judgment at this date and time, and are subject to change without notice. The present report was prepared with due care and attention, observing principles of
methodological correctness and objectivity, on the basis of sources available to the public, which Biuro maklerskie mBanku considers reliable, including information published by issuers, shares of which are subject to
recommendations. However, Biuro maklerskie mBanku, in no case, guarantees the accuracy and completeness of the report, in particular should sources on the basis of which the report was prepared prove to be
inaccurate, incomplete or not fully consistent with the facts. mBank S.A. bears no responsibility for investment decisions taken on the basis of the present report or for any damages incurred as a result of investment
decisions taken on the basis of the present report.

This document does not constitute an offer or invitation to subscribe for or purchase any financial instruments and neither this document nor anything contained herein shall form the basis of any contract or
commitment whatsoever. It is being furnished to you solely for your information and may not be reproduced or redistributed to any other person This document does not constitute investment, legal, accounting or
other advice, and mBank is not liable for damages resulting from or related to the use of data provided in the documents. This document may not be copied, duplicated and/or be directly or indirectly distributed in the
United States, Canada, Australia or Japan, nor transferred to citizens or residents of a state where its distribution may be legally restricted, which does not limit the possibility of publishing materials prepared for the
Programme on Cognor Holding, Comarch, VRG, mBank or WSE websites. Persons who disseminate this document should be aware of the need to comply with such restrictions.

Recommendations are based on essential data from the entire history of a company being the subject of a recommendation, with particular emphasis on the period since the previous recommendation. Investing in
shares is connected with a number of risks including, but not limited to, the macroeconomic situation of the country, changes in legal regulations as well as changes on commodity markets. Full elimination of these
risks is virtually impossible.

Recommendations are based on essential data from the entire history of a company being the subject of a recommendation, with particular emphasis on the period since the previous recommendation.

Investing in shares is connected with a number of risks including, but not limited to, the macroeconomic situation of the country, changes in legal regulations as well as changes on commodity markets. Full elimination
of these risks is virtually impossible.

mBank S.A. bears no responsibility for investment decisions taken on the basis of the present report or for any damages incurred as a result of investment decisions taken on the basis of the present report.
It is possible that mBank S.A. in its brokerage activity renders, will render or in the past has rendered services for companies and other entities mentioned in the present report.

mBank S.A. does not rule out offering brokerage services to an issuer of securities being the subject of a recommendation. Information about any conflicts of interest that may arise in connection with the issuance of
recommendations (should such a conflict exist) is provided below, and it is valid as of the date of the most recent Monthly Report published by Biuro maklerskie mBanku or as of the date of the most recent
recommendation issued for an Issuer, as applicable.

This document was not transferred to the issuers prior to its publication.

mBank S.A. may have received compensation from the following companies in the last 12 months: ABC Data, Alchemia, Alior Bank, Ambra, Amica, Bank Handlowy, Bank Millennium, Bank Pekao, BGZ BNP Paribas,
BoomBIT, Boryszew, Capital Park, CD Projekt, Centrum Nowoczesnych Technologii, Ceramika Nowa Gala, CI Games, Cognor, Echo Investment, Elemental Holding, Elzab, Enea, Energoaparatura, Erbud, Ergis, Erste
Bank, Famur, Ferrum, GetBack, Getin Holding, Getin Noble Bank, Globalworth Poland, Groclin, Helio SA, Impexmetal, INDATA, ING BSK, Kopex, Kruk, LW Bogdanka, Mangata, MCI Capital, Mennica Polska, Mostostal
Warszawa, Netia, Neuca, NWAI Dom Maklerski, Oponeo.pl, Orbis, OTP Bank, PA Nova, PBKM, PEKABEX, Pfleiderer Group, PGNiG, PKO BP, Polenergia, Polimex-Mostostal, Polnord, Polwax, Prime Car Management,
Primetech, Prochem, Projprzem, PZU, Raiffeisen Bank International, Rawlplug, Rubicon Partners NFI, Santander Bank Polska, Seco/Warwick, Skarbiec Holding, Solar Company, Sygnity, Tarczynski, Trakcja, Unibep,
Vistal Gdynia, Wittchen, Work Service, YOLO, Zastal, ZUE.

In the last 12 months mBank S.A. has acted as dealer-manager for tender or exchange offers for the shares of: ABC Data, BoomBIT, Centrum Nowoczesnych Technologii, Ceramika Nowa Gala, CI Games, Ergis,
Globalworth Poland, Helio SA, MCI Capital, Mostostal Warszawa, NWAI Dom Maklerski, Orbis, Pfleiderer Group, Prime Car Management, Primetech.

Asseco Poland provides IT services to mBank S.A.
mBank S.A. has a cash service agreement in place with Pekao and a phone subscription agreement in place with Orange Polska S.A.

mBank S.A., its shareholders and employees may hold long or short positions in the issuers’ shares or other financial instruments related to the issuers’ shares. mBank, its affiliates and/or clients may conduct or may
have conducted transactions for their own account or for account of another with respect to the financial instruments mentioned in this report or related investments before the recipient has received this report.

Copying or publishing the present report, in full or in part, or disseminating in any way information contained in the present report requires the prior written agreement of mBank S.A. Recommendations are addressed
to all Clients of Biuro maklerskie mBanku.

Recommendations are addressed to all Clients of Biuro maklerskie mBanku.

All investment recommendations and strategies issued by mBank S.A. over the last 12 months are available at:
http://www.mdm.pl/ui-pub/site/market_and_analysis/analysis_and_recommendations/fundamental_analysis/recommendations?recent_filter_active=true&lang=en

The activity of mBank S.A. is subject to the supervision of the Polish Financial Supervision Commission.

Individuals who did not participate in the preparation of recommendations, but had or could have had access to recommendations prior to their publication, are employees of Biuro maklerskie mBanku authorised to
access the premises in which recommendations are prepared and/or individuals having to access to recommendations based on their corporate roles, other than the analysts mentioned as the authors of the present
recommendations.

This publication constitutes investment research within the meaning of Art. 36.1 of Commission Delegated Regulation (EU) 2017/565.

The compensation of the research analysts responsible for preparing investment research is determined independently of and without regard to the compensation of or revenue generated by any other employee of the
Bank, including but not limited to any employee whose business interests may reasonably be considered to conflict with the interests of the persons to whom the investment research prepared by the Research
Department of Biuro maklerskie mBanku is disseminated. With that being said, since one of the factors taken into consideration when determining the compensation of research analysts is the degree of fulfillment of
annual financial targets by customer service functions, there is a risk that the adequacy of compensation offered to persons preparing investment research will be questioned by a competent oversight body.

For U.S. persons only: This research report is a product of mBank SA which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/
are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not
required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by mBank SA only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof
by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and
return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors, mBank SA has
entered into an agreement with a U.S. registered broker-dealer, Cabrera Capital Markets. ("Cabrera"). Transactions in securities discussed in this research report should be effected through Cabrera or another U.S.
registered broker dealer.

Strong and weak points of valuation methods used in recommendations:

DCF - acknowledged as the most methodologically correct method of valuation; it consists in discounting financial flows generated by a company; its weak point is the significant susceptibility to a change of forecast
assumptions in the model.

Relative - based on a comparison of valuation multipliers of companies from a given sector; simple in construction, reflects the current state of the market better than DCF; weak points include substantial variability
(fluctuations together with market indices) as well as difficulty in the selection of the group of comparable companies.

Economic profits - discounting of future economic profits; the weak point is high sensitivity to changes in the assumptions made in the valuation model.

Discounted Dividends (DDM) - discounting of future dividends; the weak point is high sensitivity to changes in the assumptions as to future dividends made in the valuation model.

NAV - valuation based on equity value, one of the most frequently used method in case of developing companies; the weak point of the method is that it does not factor in future changes in revenue/profits of a
company.
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