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Vision Our strategic focus Rk Management

Events Affer 2022
The Group will take care of the - Be aregional champion Financial Report
financial needs of its clients and « Put clients first
improve the quality of life in its - Grow our market position
home region — South-Eastern - Monetize opportunities and synergies
Europe.

N

Who we are

- The leading banking and financial group in the region,
with eight banking members, companies for ancillary
services (leasing, asset management, real estate N L B G rou p
management, etc.) and limited number of subsidiaries in at a

Glance

Sustainable banking

- NLB officially joined the
Net-Zero Banking Alliance in May 2022.
- Sustainalytics ESG Rating: 17.7 (top 15%).
- Improving our operational energy
efficiency and lowering carbon footprint.
- Reduction of CO, footprint 2022:
+ 52% (Scope 1and 2)
- 46% (Scope 1, 2, 3; category 15
(financed emissions) excluded)
- Substantial progress made in all three pillars:
- Sustainable finance

a controlled wind-down.

Total
Capital:
EUR 2,806
million

Total
Assets:
EUR 24,160
million

Regular
Income:
EUR 779
million

- The leading and systemically most important bank in

Slovenia. - Sustainable operations
- Universal banking model offering services to retail v . Contribution to society

and corporate clients. - Following sustainability reporting standards:
- The market share of member banks in excess of 10% - Global Reporting Initiative

(measured by total assets) in six out of seven markets. - UNEP FI Principles of Responsible Banking
- TCFD standards
- Implementation of ECB Guide on climate

and environmental risk management.

Ratings

Number of
active clients:

more than
2.7 million

Employees: Branches:
8,228 440 2021 } 2 022
BBB- B B B

Positive investment grade rating dynamics in S&P Clobal Ratings.




Statement by the
Management Board
of NLB

Esteemed Stakeholders,

We have been living in an extremely turbulent period in 2022,
with serious new challenges throughout the entire European
society. In the past year, more than ever before, the systemically
important role of the banks in the Group and the footprints we
create in our home region of South-Eastern Europe (SEE) came
to the forefront.

“We consistently follow our
strateqic priorities and look info
the future with confidence.”

— Blaz Brodnjak,
CEO

“Our high quality of the loan
portfolio is a warranty for the
sustainable growth of the Group.”

— Andreas Burkhardt,
Member of the Management Board (CRO)

The need to prove our systemic importance has been
accentuated soon after the beginning of the year. We entered
2022 firmly positioned and prepared to tackle any challenges
still anficipated by the post-covid recovery of the economies in
SEE where we operate. What wasn’t anticipated, however, were
the uncertainties, challenges, and consequences brought on by
the Russian aggression in Ukraine. Nonetheless, our response
was decisive and concrete. We are enormously proud to be
able to confidently state that the Group and its member banks
have contributed their share to stabilisation of the industry and
regional economy. Following the sanctions directed towards
the Russian Sberbank and its subsidiaries, including Sberbank
banka d.d. Slovenija, NLB responded conscientiously and
responsibly, and by entering the ownership structure of this
Slovenian bank (later renamed to N Banka) at short notice
helped to stabilise the Slovenian banking system during one

of its most critical periods. In parallel, we also signalled our
inferest in resolving comparable challenges in Bosnia and
Herzegovina and potentially Croatia (if legacy hurdles were
removed), and in case of lack of alternatives, NLB was prepared
to act as the last resort solution. Furthermore, the Group’s
banks in various markets also stepped up in times of instability

of the energy sectors and by providing much-needed liquidity

contributed to the successful mastering of this challenge as well.

All of this came on top of the Group’s regular business
objectives of growth in all key segments and providing our
clients with innovative, relevant solutions through an ever-
improving user experience. The Group responded to the global
industry disruptive trends by establishing a Group competence
cenfre, ‘NLB DiglT, in Belgrade fo act as a development hub
for group wide IT solutions. Nowadays, NLB Group is no longer
just a banking group, but surely one of the most ambitious and
most dedicated IT employers in the region. The Group’s clear
objective is to keep and build its digital leadership position by
using the most advanced available technologies in all of its
home markets.

Yet, NLB DigIT and the aforementioned N Banka, were not

the only new strategic members of the Group in 2022. As we
see the potential and believe that modern mobility solutions
with embedded leasing services significantly complement our
universal offering, we decided to gradually expand this activity
by establishing a presence in Serbia and in North Macedonia.

“We strive to keep and build
Group’s digital leadership
position.”

— Archibald Kremser,
Member of the Management Board (CFO)
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“We support our clients and
stand for what’s right, in
business and everyday life.”

— Hedvika Usenik,
Member of the Management Board®

It is planned that in its mature phase, leasing will contribute
more than EUR 1 billion to the total assets of the Group, through
organic and pofentfially also inorganic growth. With leasing
activities and its eventual partnering ecosystem, we aim to
become one of the leading providers of mobility solutions in the
region.

It is also worth to highlight one of the most challenging, but
also the most important processes NLB has undertaken in
recent years — the integration of NLB Banka, Beograd and
Komercijalna Banka, Beograd to NLB Komercijalna Banka,
Beograd in spring of 2022. This successfully completed process
further strengthened NLB’s position in Serbia, providing if

with the ability and the responsibility to truly influence the
economic environment and society in one of the key markets in
the region; while on the other hand once again confirming the
ever-growing, key importance of subsidiary banks and their
contribution to the Group’s financial performance.

Despite the aforementioned precarious circumstances, the
shadow of the war in Europe, the resulting energy crisis, and

(i) Since 28 April 2022.

the economic slowdown, 2022 was the best year in the history
of this banking group, evidenced by the historically highest
absolute net income of any business group headquartered

in Slovenia. The financial performance was truly exceptional
despite the level of fear and stress in the markets. While the
Group generated EUR 446.9 million in profit after tax (89%
higher year on year), we also enhanced market shares in all key
segments.

The Group’s strong business results translated into added value
for our shareholders, with a substantial dividend pay-out in
two tranches in the tfotal amount of EUR 100 million. The Group
remains committed to justify stakeholder expectations, and
projects a total capital return through solid cash dividends in
the cumulative amount of EUR 500 million (including 2022 pay-
oufs) by 2025. This will, on one hand, ensure a stable dividend
increase, and on the other provide room for incremental
organic growth and pursuit of tactical M&A opportunities.

More specifically, NLB has the capacity to grow organically or
by acquisition in any of our existing, as well as neighbouring
markets, including the currently missing Croatia, thus becoming
a natural choice for a pan-regional platform.

“We are a trusted partner
for the financial well-being
of the region.”

— Antonio Argir,
Member of the Management Board®

“We are only as strong and
robust as our clients are — our
households and our economies.”

— Andrej Lasi¢,
Member of the Management Board®

The Group’s business results, although remarkable and
unprecedented thus far, are by no means the only indicator of
the vital role the Group holds in SEE. At least equally important
is our goal of improving the quality of lives and business
environment in our home region. Guided by this objective, it is
not surprising that we have put sustainability in its broadest
sense af the heart of our business decisions and actions. Our
efforts encompass the environmental, social and management
aspects, and result in a number of initiatives and milestones,
many of them reached in 2022. In the past year, we have, for
example, established the NLB Group Sustainability framework
and joined the United Nations Net Zero Banking Alliance, which
aims to harmonise credit and investment portfolios to reaching
zero net emissions by 2050 or earlier. We have continued to
develop a range of green services and solutions, have been
mindful of our own carbon footprint, and have supported and
promoted sports, culture, and socially disadvantaged groups.
We further recognised not only opportunities, but also our
responsibility for helping the economy outside the framework
of banking, as demonstrated by the project #FrameOfHelp in
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its third edition, during which we encouraged reflection and
discussion about the sustainable future of our home region.

We are truly proud that our efforts and our progress were
recognised by receiving our first ESG rating. Sustainalytics, one
of the leading independent ESC research, ratings, and data
firms in the world has rated NLB with an ESG Risk Rating of 17.7
and a low risk of experiencing material financial impacts from
ESC factors, due to medium exposure and strong management
of material ESG issues. NLB thereby became the first bank

with headquarters and an exclusive strategic interest in SEE
which has obtained this rating, as well as the first among the
companies listed on the Ljubljana Stock Exchange.

The first ESG rating, however, was not the only important

recognifion NLB received in 2022. Standard and Poor’s rating
agency raised NLB’s credit rating to BBB/A-2 from BBB-

Management Board of NLB

Hedvika Usenik Andrej Lasi¢
Member Member

/A-3, with a stable outlook; while the Top Employers Institute
awarded NLB the prestigious Top Employer certificate.

Looking af all these achievements and results of the Group in
the past year, it can-not be denied that they are impressive and
make us feel extremely proud. However, with an entrepreneurial
mindset being amongst our core values, we are not the ones to
sit idly, resting on our laurels. Circumstances have arisen where
it is essential fo look info the future. In if, we see plenty of new
challenges, but, above all, plenty of opportunities. The Group is
extremely well positioned. We will do our best to live up to the
expectations of all our stakeholders — shareholders, employees,
clients, and the public — to seize all opportunities and thereby
create better footprints in the region which is our home.

Yours truly,

A Bl

Archibald Kremser Andreas Burkhardt
Member Member

EUR
446.9

million
net profit of NLB Group
(EUR 184.1 million

contribution of
N Banka)

\

CZ )

’\/-\

Antonio Argir Blaz Brodnjak
Member Chief executive officer
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Statement by the
Chairman of the
Supervisory Board
of NLB

To Our Shareholders,

“It's about being, not having” wrote Derek Sivers, in his heart-
warming book, Anything You Want. You might ask yourself what
does this book have to do with banking? I'll tell you that the
answer lies in the mindset Derek describes in his book about
the logic we should pursue when talking about “put clients first,”
which is one of our strategic focus points.

More specifically, if we want to grow with a self-sustaining long-
term rate, show the investment public our underwriting and
lending practices are the industry’s best practices, grow using the
principles of margin accretion (and not only volume), confinue
proving our business model is set to create value because we
can profitably grow at a fast pace and increase the positive gap
between the cost of our equity and our RAROC and ROE metrics,
then we need o be the banking group that works on establishing

— Primoz Karpe,
President of the Supervisory Board of NLB

a deep, even emotional connection with our growing client base.
It is from that connection that our other stakeholder groups feed,
including you shareholders. This connection should be created
everywhere you look within our banking group. Starting from the
welcoming smile at our retail desks, up to the complex financing
instruments serving our most demanding corporate clients, while
at the same time placing the utmost attention and skillset to the
investment tactics we use to shield and profitably grow our big
surplus liquidity. Everything we embark upon, as we do our job,
stems from the desire to be able to create an offering of services
and products our existing and new clients will want o use on

a recurring basis. These are the services and products which
they need, like, and will be ready to recommend to their friends,
neighbours, peers, and even competitors.

So, it’s all about what we want to be, before we get to the point
of having and deciding what we’ll distribute to our shareholders,
employees, and society. So, what do we want to be, and are we
on a good path to become that?

If you read this Annual Report, you should find some of the
answers yourself. We hope you see that we want to be a bank
which is customer-centric and exists and develops to serve our
clientele in a way that makes them happy. | personally believe
our clients don’t care about our size and systemic nature, they
care about their customer experience and nothing else. It’s also
about being a bank our current and future employees are and
will be proud to work for, and it’s about being a bank whose
business model is ESG-focused, creating a future-proof society
impact alongside above-average returns. Furthermore, it's about
showing our investors our regional risk premium is decreasing.

You see, fo have something is the means, not the end, while to be
something we promise is the final goal. The end game in sight

is the banking group, which is built on the strong fundamental
principles of a modern, future-focused financial institution
business model. We want to follow the best peers across the
globe and fo strive to learn from the best, while acknowledging
we have comparative advantages in our core region. We believe
the business ideas embedded in our budget and forecasts are
just the multiplier of our execution capacity, and is only up to our
execution capacity to show we can deliver on our promises. And
in our capacity as the Supervisory Board, we can only promise
you that we are doing everything in our power fto spread this
logic of thinking across our organisation, so that NLB Group will
always be able to back its promises with its execution.

Yes, 2022 brought precarious circumstances, like the confinuing
shadow of war in Europe, the resulfing energy crisis, and the
economic slowdown, but 2022 was also the year when suddenly
almost everything changed in the world of banking. Interest

rates leaped from their historic lows, and with them, bank
margins increased after a decade or more of contraction. The
spread between inflation and inferest rates in Europe reached

a 40-year high (almost 9 p.p. difference between the Eurozone
inflation and marginal refinancing rate), something unseen
across the investors’ universe to-date. The business model of
banks across the world started to create returns on equity above
the cost of capital after years of languishing below it. It's now

the fime to realize that banks everywhere have an opportunity

to make use of these higher margins o invest and reinvent as
they lay the groundwork for long-term accelerated growth and
profitability. Of course, there are strong divergences among
developed, emerging, and what is classified as frontier markets,
but our core region should be anything but a frontier. Since

asset valuations have contracted across several industries, and
market volatility peaked, some so-called “reinventors of financial
industry” (referring to several fintech segments) have come

fo the realisation that sales growth has to be profitable to be
sustainable. And somewhere in the background we observed the
retrenchment to value investing. Seeing that, we in the NLB Group
believe we sit at the heart of it. Because so many banks have
such low valuations, it is a clear sign that the banking industry
still lacks a persuasive future-proof business model to create

the growth premium seen in other industries. And now is the
perfect time to change the existing model and re-wire our mental
perception of the future. How?

We should focus on persistence. | mean, the persistence to
innovate in the field of digital solutions and products, the
persistence to innovate in the field of middle and back-office
processes, the persistence to step out of the “doing business

as usual” mentality in the fields of talent affraction, and the
persistence in the digging deeper into the Al-driven data science
to drive incremental value for the business through improved
business performance, better marketing leads, customer
satisfaction, and engagement experience. And finally, we should
show the persistence to find ways to safeguard the bank by
applying sophisticated risk and fraud detection models.

Dear shareholders, we at the NLB Group believe the right time fo
prove that is right now.

Yours truly,

Supervisory Board of NLB

Primoz Karpe
Chairman
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This is our home. A region of opportunities.

NLB, Ljubljana

C R
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NLB Banka, Banja Luka
‘ @® Q S 2
Market share Result after tax Total assets Active clients
by total assets 19 995 211’356
20.1% (in EUR milliions) (in EUR millions)
NLB Komercijalna Banka, Beograd
)
C Q S o

Market share Result after tax Total assets Active clients
bylfotal osseig 160 13,939 687,537
27.6% (in EUR milliions) (in EUR millions)
N Banka, Ljubljana
D )
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Market share Result after tax Total assets Active clients
s et n 1,293 39,769
2.6% (in EUR millions) (in EUR millions)
NLB Banka, Sarajevo
D 0)
(/ 9 @ —

Market share Result after tax Total assets Active clients
by total assets 11 838 138,454
5.90/0 (in EUR milliions) (in EUR millions)
NLB Banka, Podgorica
D o)
(/ 9 g N
Market share Result after tax Total assets Active clients
by total assets 17 852 84’720
13.3% (in EUR milliions) (in EUR millions)

Market share Result after tax Total assets Active clients
by ofal assfs 66 4,670 972,264
10.00/0 (in EUR milliions) (in EUR millions)
NLB Banka, Skopje
(5 Q S 2
Market share Result after tax Total assets Active clients
by fofal assets 38 1,848 412,362
16.3% (in EUR milliions) (in EUR millions)
NLB Banka, Prishtina
D )
‘ ¢ Q e 2,

Market share Result after tax Total assets
by total assets 32 1,084
16.7% (in EUR milliions) (in EUR millions)

Active clients

225,880




Key Members

Overview!

Table 1: Key members overview for 2022 or as at 31 December 2022

Slovenia Serbia North Bosnia and Herzegovina Kosovo Montenegro
Macedonia

NLB Group NLB, Ljubljana N Banka, NLB Lease&Go, NLB Skladi, NLB NLB Banka, NLB Banka, NLB Banka, NLB Banka, NLB Banka,
Ljubljana Ljubljana Ljubljana Komercijalna Skopje Banja Luka Sarajevo Prishtina Podgorica
Banka,
Beogradii)
Market position
Total assets (i)
(in EUR millions) 24,160 13,939 1,293 217 1,960 4,670 1,848 995 838 1,084 852
Net loans to customers
(in EUR millions) 13,073 6,062 939 189 - 2,589 1,171 523 521 741 532
Deposits from customers
(in EUR millions) 20,028 10,984 899 - - 3,692 1,462 797 673 894 693
Result affer tax
(in EUR millions) 447 160 n 1 8 66 38 19 n 32 17
Market share o 0 o/.(iv) o 0 o/ (v, vi) 0/, (v, vii) ) 0
by fotal assefs - 27.6% 2.6% - 39.1% 10.0% 16.3% 20.1% 5.9% 16.7% 13.3%
Branches 4400 71 l - - 180 48 47 35 33 22
Active clients 2,772,342 687,537 39,769 - - 972,264 412,362 211,356 138,454 225,880 84,720
Macroeconomic indicators
GDP (real growth) 3.8% 5.4% 2.3% 21% 3.8% 3.3% 6.1%
Average inflation 1.5% 9.3% 12.0% 14.1% 14.0% 1.6% 13.0%
Unemployment rate 9.3% 4.2% 9.4% 14.4% 15.6% 17.0% 14.8%
Current account of the
balance of payments -4.6% -0.8% -7.0% -6.0% -4.1% -9.4% -11.6%
(as a % of GDP)
Budget deficit/surplus 29% 35% 33% _45% 0.5% 1.6% 53%

(as a % of GDP)

i
i
i) Assets under management.
i

V|
\

) Market share in the Republic of Srpska.
ii) Market share in the Federation of BiH.
viii) In April 2022 NLB Banka, Beograd merged with Komercijalna Banka, Beograd

(
(
(
(iv) Market share of assets under management in mutual funds.
(v) Market share as at 30 September 2022.
(vi
(
(

1 Data on a stand-alone basis as included in the consolidated financial

statements of the Group. Only members with material contributions to the NLB
Group performance are included.

) 7 out of 11 N Banka’s branches operating within NLB, Ljubljana branches, therefore not included in total number.
i
i

Number of active clients of NLB Komercijalna Banka, Beograd measured by different definitions as for the rest of the NLB Group members.
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Profit a.t. 447

173
NCW
N Banka
270 236
225 204 1o
92 10
“ N
1,442
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Net interest income Net fee and commission income
505 273
409 237
340
» i I i 309 313 318 300 . o iy » i i 170 170
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Gross loans to customers Non-performing loans (NPLs)
10,903 2,838
9,509 9,053 10,033 2,623
8351 7901 gem 7027 7938 Ko 1,896
1,299
844
I . 622 375 475 367 328
H = B = o
31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2013 2014 2015 2016 piolv 2018 2019 2020 2021 2022




N Banka acquisition?

negative goodwill

total assets

EUR
1,293
million

Capital

TCR

vs 15.1%
requirement (incl. P2Q)

dividends paid out

EUR
500
million

ambition for 2022 to 2025
(of which EUR 100 million
paid in 2022)

Fortress balance sheet to enable seizing of growth opportunities

MREL

MREL ratio

Vs 28.7%
requirement

MREL funding

~ EUR
740
million

~ EUR 300 million
in subordinated debt
~ EUR 440 million

Asset quality

cost of risk

NPL ratio

1.8%
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in other MREL eligible instruments

2 On1March 2022 NLB acquired the Slovenian Sberbank and renamed it to N Banka. It is currently in the process of integration with NLB.




Key Performance Indicators

Table 2: Key financial indicators for NLB Group and NLB

NLB Group NLB
2022 2021 2020 2022 2021 2020
Income statement data (in EUR millions)
Net interest income 505 409 300 177 139 139
Net non-interest income 294 258 205 189 222 173
Net non-interest income (BoS) 503 294 360 199 232 180
Total costs -460 -415 -294 -208 -184 -180
Operating costs (BoS) -496 -451 -3M -218 -193 -188
Result before impairments and provisions? 338 252 Al 158 178 131
Impairments and provisions -29 9 -71 6 34 -17
Gains less losses from capital investments in subsidiaries, associates, and joint ventures 1 1 1 - - -
Result before tax 483 261 278 164 21 n4
Result of non-controlling interests ll l 3 - - -
Result after tax 447 236 270 160 208 n4
Financial position statement data (in EUR millions)
Total assets 24,160 21,577 19,566 13,939 12,700 1,027
Gross loans to customers 13,397 10,903 10,033 6,157 5,250 4,753
Impairments and deviations from FV -324 -316 -388 -95 -97 -158
Net loans to customers 13,073 10,587 9,645 6,062 5,153 4,595
Financial assefs 4,877 5,208 5,120 2,961 3,034 3,017
Deposits from customers 20,028 17,641 16,397 10,984 9,660 8,851
Equity 2,366 2,079 1,953 1,603 1,552 1,451
Non-controlling inferests 57 137 170 - - -
Total off-balance sheet items 5,449 4,655 4,671 4,046 3,489 3,684
Key financial indicators
a) Capital adequacy
Total capital ratio 19.2% 17.8% 16.6% 25.6% 24.6%
Tier 1 ratio 15.7% 15.5% 14.2% 19.1% 20.3%
CET 1 ratio 15.1% 15.5% 14.1% 18.1% 20.3%
Total RWA (in EUR millions) 14,653 12,667 12,421 7,833 6,709
RWA / Total assets 60.6% 58.7% 63.5% 56.2% 52.8%
b) Asset quality
T o e
e i e e
NPL coverage rafio (EBA definition)® 58.1% 58.4% 56.9% 58.2% 60.8%
NPL coverage rafio (EBA definition) (BoS)(i 581% 58.4% 56.9% 58.2% 60.8%
NPL volume (in EUR millions) 328 367 475 m 130
NPL ratio (internal def.,; NPL/ Total loans) 1.8% 2.4% 3.5% 11% 1.5%
Net NPL ratio (internal def.; net NPL / Total net loans) 0.8% 1.0% 1.5% 0.5% 0.6%
NPL ratio (EBA definition)® 2.4% 3.4% 4.5% 1.7% 2.4%
NPL ratio (EBA definition) (BoS)( 18% 2.4% 3.4% 11% 15%
NPE ratio (EBA definition) 1.3% 1.7% 2.3% 0.9% 1.1%

MB Statement

SB Statement

Key Highlights
Strategy

Risk Factors & Outlook
Sustainability
Performance Overview
Risk Management
Events After 2022

Financial Report




NLB Group NLB
2022 2021 2020 2022 2021 2020
NPE ratio (EBA definition) (BoS)™ 1.3% 1.7% 2.3% 0.9% 1.1% 1.9%
Received collaterals / NPL 61.0% 61.7% 60.7% 58.4% 60.0% 65.8%
NPL Collateral received / NPL (EBA definition) 54.7% 58.8% 42.4% 75.6% 63.1% 43.5%
Credit impairments and provisions / RWA 0.1% -0.3% 0.5% 0.2% -0.4% 0.1%
c) Profitability
Net interest margin (BoS)" 2.2% 2.0% 2.0% 13% 1.2% 1.3%
Financial intermediation margin (BoS) 4.4% 3.4% 4.4% 2.9% 3.1% 31%
Operational business margin) 3.6% 3.3% 3.2% 2.5% 2.3% 2.5%
ROE b.t. 20.6% 1.8% 15.4% 10.5% 14.0% 8.2%
ROA b.t. 21% 1.3% 1.8% 1.2% 1.8% 1.1%
ROE a.t. 19.9% N.4% 15.4% 10.2% 13.8% 8.2%
ROA a.t. 1.9% 1.1% 1.8% 1.2% 1.8% 1.1%
d) Business costs
Operating costs / Average total assets (BoS) 22% 22% 21% 1.7% 1.6% 1.8%
CIR 57.6% 62.3% 58.3% 56.8% 50.8% 57.9%
Total costs / RWA 31% 3.3% 2.4% 2.7% 2.7% 3.0%
Total costs / Total assets 1.9% 1.9% 1.5% 1.5% 1.4% 1.6%
e) Liquidity
Liquidity assets / Short-term financial liabilities to non-banking sector 48.5% 48.9% 56.1% 61.8% 59.4% 65.8%
Liguidity assets / Average total assets 40.7% 40.2% 51.8% 49.8% 47.4% 54.9%
Liquidity Coverage Ratio (LCR) 220.3% 252.6% 257.5% 276.5% 314.5% 336.3%
Net stable funding ratio (NSFR) 183.0% 185.2% 165.7% 177.6% 171.4% 162.1%
f) Leverage ratio
Leverage ratio 9.1% 10.2% 7.8% 10.3% 13.6% 10.3%
g) Other
Market share in terms of total assets - - - 27.6% 26.3% 24.7%
LTD 65.3% 60.0% 58.8% 55.2% 53.3% 51.9%
Total revenues / RWA 5.4% 5.3% 4% 4.7% 5.4% 52%
Key indicators per share
Shareholdersti - - - 3,025 2,571 2,455
Shares - - - 20,000,000 20,000,000 20,000,000
The corresponding value of one share (in EUR) - - - 10 10 10
Book value (in EUR) n4.1 103.9 97.6 75.9 77.6 725
Branches
Number of branches 440 479U 530 71 75 80
Employees
Number of employees 8,228 8,185 8,792 2,418 2,510 2,591
International credit ratings NLB Rating 2022 NLB Rating 2021 NLB Rating 2020 NLB Outlook 2022 NLB Outlook 2021 NLB Outlook 2020
S&P BBB BBB- BBB- Stable Stable Negative
Fitch - - BB+ - - Negative
Moody'sil: (%) Baal Baal Baal Stable Stable Stable

Further details on the definition of certain indicators in this table are available in the chapter Alternative Performance Indicators.

(i) The result before impairments and provisions of NLB Group for the years 2020 and 2022 does not include negative goodwill.

(ii) Loans and advances without loans and advances classified as held for sale, cash balances at central banks and other demand deposits.

(iii) Loans and advances including cash balances at CBs and other demand deposits.

(iv) The carrying amount of debt instruments measured at fair value through other comprehensive income (FVOCI) is increased by value adjustments due to impairments.

(v) Calculated on the basis of average total assets.

(vi) Calculated as Net income from operational business (NIl - Tier 2 expenses + Netf fee and commission income + Recurring net income from financial operations)/Average total assefs.

(vii) As per share register of Central Securities Clearing Corporation (KDD). The shares are listed on Ljubljona Stock Exchange. The Bank of New York Mellon (the 'CDR Depositary’) represented in the share register of KDD as
one holder is not the beneficial owner of shares, it holds shares in its capacity as the depositary for the GDR holders. The GDRs representing shares are issued against the deposit of shares and are listed on London Stock
Exchange. Therefore, the number in the share register of KDD does not represent all final beneficial owners of the Bank shares. The rights under the deposited shares can be exercised by the GDR holders only through
the GDR Depositary and individual GDR holders do not have any direct right fo either attend the general meeting of bank's shareholders or to exercise any voting rights under the deposited shares.

(viii) Unsolicited ratfing.

(ix) For more information, see chapter Events Affer the End of the 2022 Financial Year.
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The Shareholder
Structure of NLB

The Bank’s shares are listed on the Prime Market sub-segment
of the Ljubljana Stock Exchange (ISIN SI0021117344, Ljubljana
Stock Exchange frading symbol: NLBR), and the GDRs, that
represent shares, are listed on the Main Market of the London
Stock Exchange (ISIN: US66980N2036 and US66980N1046,
London Stock Exchange GDR trading symbol: NLB and 55VX).
Five GDRs represent one share of NLB.

Table 3: NLB’s main shareholders as at 31 December 20220

Shareholder Number of Percentage

shares of shares

benalt of the bR hoiderst 10957.270 5479
of which EBRD( / >5 and <10

of which Schroders plc () / >5 and <10
Repubilic of Slovenia (RoS) 5,000,001 25.00
Other shareholders 4,042,729 20.21
Total 20,000,000 100.00

(i) The information is sourced from NLB’s shareholders book that is accessible af
the web services of CSD (Central Security Depository, Slovenian: KDD - Centralna
klirinsko depotna druzba) and available fo CSD members. The information on
major holdings is based on the self-declarations by individual holders pursuant

to the applicable provisions of Slovenian legislation which require that the holders
of shares in a listed company notify the company whenever their direct and/or
indirect holdings pass the set thresholds of 5%, 10%, 15%, 20%, 25%, 1/3, 50%, or
75%. The table lists all self-declared major holders whose notifications have been
received. In reliance of this obligation vested with the holders of major holdings, the
Bank postulates that no other entities nor any natural person holds directly and/or
indirectly 10 or more percent of the Bank’s shares.

(i) The Bank of New York Mellon holds shares in its capacity as the depositary

(the GDR Depositary) for the GDR holders and is not the beneficial owner of such
shares. The GDR holders have the right to convert their GDRs into shares. The rights
under the deposited shares can be exercised by the GDR holders only through

the CDR Depositary and individual GDR holders do not have any direct right to
either attend the shareholder’'s meeting or fo exercise any voting rights under the
deposited shares.

(iii) The information on GDR ownership is based on self-declarations by individual
GDR holders as required pursuant to the applicable provisions of Slovenian law.
(iv) Further information is available in the chapter Key Events,

20.21%

Other shareholders

5%
+1 share

Republic of Slovenia

54.79%

Shares in GDR format?)

0 Bank of New York Mellon
on behalf of the GDR holders

GDR holders with shares >5% and <10%:

- EBRD
- Schroders plc
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Key Events

January

- ‘Top Employer’ certificate: The Top Employers Institute
awarded the Bank the prestigious ‘Top Employer’ certificate
for the 7" consecutive year.

February

- Swiss Francs Law: NLB, together with eight other banks, filed
an initiative to review the constitutionality of the adopted Swiss
Francs Law by The National Assembly. The Constitutional
Court adopted a decision to suspend in whole the
implementation of the Swiss Francs Law until the final decision
conformity of the Swiss Francs Law with the Constitution. In
December, the Constitutional Court annulled the Law.

- New Supervisory Review and Evaluation Process (SREP)
Decision: The European Centfral Bank (ECB) issued a new
SREP decision for the Bank under which it has reduced the
P2R from 2.75% to 2.60%, while P2G remains at 1.00%:.?

March

- Acquisition of N Banka: NLB became a 100% owner of
Sberbank banka d.d. (Sberbank). Sberbank was renamed to
N Banka and new supervisory board members of the bank
were appointfed.

- Notifications of major holdings change: Schroders’s
shareholding in the Bank changed from 5.061% to 4.95%.

April

- New members of the Management Board: Hedvika Usenik,
Antonio Argir and Andrej Lasi¢ assumed their offices. Thus,
the Management Board has six members.

- Merger of Serbian subsidiaries: Serbian subsidiaries,
Komercijalna Banka, Beograd and NLB Banka, Beograd
merged and operafe under the new name NLB Komercijalna
banka a.d. Beograd.

- New Macroprudential instruments: The BoS issued a new
regulation on determining the requirement fo maintain a
systemic risk buffer for banks and savings banks which has
with 1January 2023 introduced the systemic risk buffer rates
for the sectoral exposures.*

- IT solutions: NLB established NLB DigIT in Serbia to act as a
development hub for common IT Group solufions.

3 Further information is available in the chapter Capital.
4  Further information is available in the chapter Capital.

May

- 1 Investor Day of NLB Group held in Beograd:
The commitment to exceed EUR 300 million® in regular profit
by 2025.

- Rating upgrade: Standard and Poor’s rating agency
upgraded NLB’s credit rating to BBB/A-2 from BBB-/A-3, with
a stable outlook.

- The Bank officially joined the UN-Convened Net-Zero
Banking Alliance.

June

- Notifications of major holdings change: The shareholding
of Brandes Investment Partners, L.P. in the Bank changed to
4.78%.

- Dividend payment: The Bank paid the dividends (the first
tranche) in the amount of EUR 50 million.

July

- NLB became a 100% owner of NLB Komercijalna Banka,
Beograd.

- Supervisory Board change: Janja Zabjek Dolinsek member
of the Supervisory Board — Workers’ Representative
terminafted her mandate.

- Senior Preferred Notes: The Bank issued 3NC2 Senior
Preferred notes in the amount of EUR 300 million.

August
- High balance deposit fee: The Bank stopped charging fees
on high balances for individuals and corporate clients.

September

- Leasing activities: Leasing company NLB Liz&Co, Skopje was

established, and it was renamed to NLB Lease&GCo, Skopje in
December.

- Supervisory Board change: NLB Workers’ Council recalls a
member of the Supervisory Board — workers’ representative
Bojana Steblaj.

- AT1 Notes: The Bank issued AT1 notes in the amount of
EUR 82 million.

October

- Notifications of major holdings change: Schroders’s
shareholding in the Bank changed from 4.95% to 5.05%.

5 Further information is available in the chapter Risk Factors and Outlook, the
subchapter Outlook.

November
- Tier 2 Notes: The Bank issued TONC5 subordinated Tier 2

notes in the amount of EUR 225 million.

- Notifications of major holdings change: Schroders’s

shareholding in the Bank changed from 5.05% to 5.12%.

- Leasing activities: Acquisition of leasing company Zastava

Istrabenz Lizing, Serbia, and it was renamed to NLB
Lease&Go Leasing, Beograd on 17 January 2023.

December
- Dividend payment: The Bank paid the dividends (the second

franche) in the amount of EUR 50 million.

- ESG rating: NLB obtained for the first fime an ESG Risk Rating

of 17.7 for having a low risk of experiencing material financial
impacts from ESG factors.

- New SREP Decision: ECB issued a new SREP decision for

the Bank under which it has reduced the P2R from 2.60% to
2.40%, while P2G remains at 1.00%. The new SREP decision
applies as of 1 January 2023.¢

- Macroprudential instruments: The BoS raised the

countercyclical capital buffer for exposures to Slovenia from
zero to 0.5% of the total risk exposure amount. Banks have to
meet the requirement by 31 December 20237

6 Further information is available in the chapter Capital.
7 Further information is available in the chapter Capital.
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Market Performance
of NLB’s Shares and
GDRs

Figure 1: NLB shares’ price movement on the Ljubljana Stock Exchange and NLB GDR’s price movement on the London Stock Exchange (in EUR)
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Source: Ljubljana Stock Exchange, Bloomberg.

European banking stocks lost roughly only 4% in value during
2022, and it was all thanks to a stellar performance in the last
quarter. Rebased fo January 2022, the index saw it highest
point in February after growing approximately 15%, only to
reach -15% in the beginning of March. Investors clearly were
afraid that a weakening economy would result in credit losses,
which explains the steep fall. The lowest point of the year was
reached in October 2022 with the index hovering in the negafive
territory the whole fime. Thanks to the strong close of the year,
European banking stocks outperformed the European stock
index. In fact, the last quarter performance was the strongest
amongst all sectors contributing to the index. The reason must
lie in the higher interest rates, that saw banks increase their net
inferest margins. Yet, still it was not enough to break into the
positive territory at the close of the year. A war, high (energy)
prices, and the looming stagflation have weighed on the gains
from higher interest rates.
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The SBIl index saw its peak in the beginning of the year,
towards the end of January 2022, and was in a steady decline
that lasted until mid-March 2022. A rebound that made up for
roughly half of the lost value was followed by a period where
the indexes stuck to a certain level, followed by a drop in
October 2022 that marked the lowest value of the year (losing
almost 10% compared to the year’s maximum). The European
stock markets had their worst year since 2018 due to the war,
persisting inflation, and a tightened monetary policy, as the
cenfral banks were directing the markets with their action.

The Bank’s stock declined through the vast majority of year
2022. From its peak in January 2022, the value declined almost
24% in March 2022, a consequence of the hostilities breaking
ouf and the inflation imposing itself on the economy. Two
periods, consisting of a rebound and a steady decline ended
with the lowest value of the 2022 in November, after which the
Bank’s stock gained some 15% in value again, to close the year
on a positive note. In 2022, the stock lost 18% in value, while still
oufperforming the SBI top Slovenian blue-chip index by 2 p.p.

Growth
in Trading

Combined trading in our shares and GDRs
in 2022 increased by more than

40%

as compared to the previous year

>EUR
600,000

in combined average regular
frading volume per day
(excluding block trades)
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NLB Shares and GDRs

Table 4: NLB share information

Share information 31 Dec 2022
Total number of shares issued 20,000,000
Highest closing price (in 2022) EUR 82.0
Lowest closing price (in 2022) EUR 52.4
Closing price as at 30 December 20220 EUR 62.4
NLB Group book value per share EUR 1141
NLB Group earnings per share (EPS) EUR 223
Price/NLB Group book value (P/B) 0.55
Dividend per share (for the previous business year) EUR 5.0
Market capitalisation® EUR1,248,000,000

(i) No market on 31 December 2022.

Indices

The Bank’s shares are included in several indices: the SBITOP
index, SBITOP TR index, and ADRIA prime index of the Ljubljana
Stock Exchange, the FTSE Frontier Index, MSCI Frontier, and
MSCI Slovenia, the S&P Eastern Europe BMI, S&P Emerging
Frontier Super Composite BMI, S&P Extended Frontier 150, S&P
Frontier BMI, S&P Frontier Ex-GCC BMI, S&P Slovenia BMI, as
well as the STOXX All Europe Total Market, STOXX Balkan Total
Market, STOXX Balkan Total Market ex-Greece & Turkey, STOXX
EU Enlarged Total Market, STOXX Eastern Europe 300, STOXX
Eastern Europe 300 Banks, STOXX Eastern Europe Large 100,
STOXX Eastern Europe Total Market, STOXX Eastern Europe
Total Market Small, STOXX Global Total Market, and STOXX
Slovenia Total Market, among others.

The Investor Relations’
function

The Bank participated in varied forms of engagement, such
as investor meetings, calls, conferences, and roadshows, to
meet the requirements of the Bank’s ownership. Transparent
communication with investors and analysts allowed for
dialogue on strategic developments, as well as on the financial
performance of the Group. The Bank promoted greater
awareness and understanding of operating businesses,
developments, and events which have an influence on the
performance of the Bank’s share price. Performance of the
Bank is covered by analysts from EFG Hermes, JP Morgan,
Deutsche Bank, Wood & Company, Citi, InterCapital, Raiffeisen
Bank International and llirika BPH.

In May 2022, the Bank organised its first ever Investor

Day. The event took place in Beograd, Serbia with the key
message: “Welcome to our home, welcome to our region of
opportunities!”

During the inaugural Investor Day the Group communicated
several KPIs for the year 2025, i.e. regular profit fo exceed EUR
300 million, EUR 100 million contribution from Serbian marketf,
EUR 500 million total capital return through cash dividends
between 2022 and 2025, tactical M&A capacity of EUR 1.5 billion
RWA, and ROE to exceed 12%.2

IR presentations, financial reports, and important information
are available on the Bank’s website in line with IR’s Financial
Calendar.

In December 2022, the Ljubljana Stock Exchange awarded
the IR team as having the best investor relations among listed
companies.

8 Further information is available in the chapter Risk Factors and Outlook,
the subchapter Outlook.

Ljubljana Stock Exchange
awarded NLB as:

the

Best Investor
Relations

Expanded
Analyst
Coverage

In 2022, the list of respectable analysts covering
NLB has further expanded with initiation of the
report by EFG Hermes, helping us share our
equity story to a larger investor universe
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https://www.nlb.si/financial-calendar
https://www.nlb.si/financial-calendar

The Macroeconomic
Environment

In 2022, the momentum from the 2021 rebound started to
wane as the global economy was forced to deal with supply
bottlenecks, a war in Ukraine, and rising inflation. High
energy prices and the highest interest rates in 15 years cooled
growth and sentiment indicators substantially in the second
half, resulting in a low growth environment towards the
year’s end.

The global and European
economy

Year 2022 opened with inflation above 5% and rising. The
pace of the sequential GDP expansion slowed notably

at the close of 2021. Momentum seemingly remained
subdued at the outset of 2022. The spread of the Omicron
variant and the highest inflation rate since the 1990s took
a toll on the fertiary sector, as showed by deteriorating
Purchasing Managers’ Index (PMI). Consumer sentiment
in February 2022 showed first signs of deterioration, while
hawkish signals from the ECB and Russia’s invasion of
Ukraine have put bond rates in the countries of Southern
Europe under pressure. The following months saw global
real GDP confract modestly in China, Russia, and the

US, as well as sharp slowdowns in Eastern European
countries most directly affected by the war in Ukraine

and international sancfions aimed af pressuring Russia to
end hostilities. During 2022, the key trends were steadily
slowing growth, a tightening labour market, and growing
inflation. Private consumption was the main driver of
growfth, causing the savings rates to decrease and the
appetite for loans to increase. The loan growth rates were
surprisingly marginally impacted by the growing infterest
rates that eventually started restraining global demand,
causing the retail indexes and sentimenfs to drop. In the
second half of the year, supply constraints eased off and
commodities prices began falling. Large firms reported

a contraction in profit margins due to higher costs, while
downward pressures fo global earnings growth appeared
to be gaining momentum. In small firms, bankruptcies have
already started to increase in major advanced economies,

as these firms are more affected by rising borrowing costs
and declining fiscal support. China’s abrupt reversal of its
‘COVID Zero’ policy resulted from the domestic backlash
and pushed economic activity in December 2022 to its
slowest pace since February 2020 as infections increased
and kept people at home which prompted businesses fo
close. This pent-up demand is set to be released once

the sentiment improves. China’s reopening has already
elevated commodity prices and could rekindle pressures
just as the year end brought some relief to the still elevated
inflation and producer price indexes. Global manufacturing
has been in decline most of the year, and its movement
could hold the key whether the world will see stagflation or
a “soft landing.”

Momentum in the euro area remained subdued in the first
months. Industrial production was weak in the period,
weighed down by soaring commodity prices and supply
constfraints. The services sector suffered from surging
inflation and souring consumer sentiment. More positively,
the unemployment rate continued to fall amid easing
COVID-19 restrictions. In Q©2, robust PMI readings suggested
solid activity, a resumption of some services sector activity,
and a healthy early tourism season. However, pessimistic
consumer senfiment and elevated inflation have started
weighing on household spending. In July, inflation climbed
further, while consumer senftiment tanked, pointing to
consumer spending slowing ifs pace. Moreover, the PMI
started contracting, due to slowing services sector activity
and shrinking manufacturing output. Electricity prices

hit new highs in August, amid the war in Ukraine and a
prolonged heatwave, prompting the closure of European
smelters and the adoption of energy-saving measures.
Many countries of the Euro area have chosen fo cut energy
taxes and excise duties. The ECB started raising interest
rates in July fo cool demand. The slowdown came amid
higher inflation, energy prices, and interest rates. Business
and consumer sentiment tumbled due fo the impact of the
war in Ukraine and global headwinds. The manufacturing
and services PMIs contracted further in October 2022,
while economic sentiment slipped again, pointing fo a
further weakening in activity. Both industrial production
and retail sales fell. The low number of new manufacturing
orders, shortening of suppliers’ delivery times, and
contracting manufacturing PMIs suggest/indicate that the
eurozone industrial sector moved intfo a cyclical downturn
nearing the year end. Supply boftlenecks started easing
off noticeably by year’s end, as household consumption

5%

economic growth in the
Euro-area in 2022

started refreating due to persisting inflation and rising
interest rates that also hurt real wages. Energy prices

have risen to such an extent that they have also become
visible in other goods and services. This effect was most
pronounced in food prices that confinued going strong
and rising further even though the end of the year could be
categorised as disinflationary.

The sharp rebound from the COVID recession has turned
in the prospect of low growth in 2023. It had an effect on
the headline inflation and hence the calibration of the
monetary policy by central banks, which has tightened
much more than the CBs themselves had anticipated af
the beginning of the year. The FED set the stage for the
hiking cycle at the January meeting, providing a hint that a
first hike would be seen in March. The hiking cycle brought
the federal funds rate in 2022 from 0.25%-0.50% up 4 p.p.
As the FED started raising the interest rates before the
ECB, the dollar gained in value and pushed the euro to

fall below parity for the first time since December 2002.
However, the euro eventually appreciated, trading at 1.07
dollars atf the close of the year. The FED now foresees a
higher peak in rates, at 5.0% by the end of 2023. The ECB
started hiking the key interest rates in July 2022, to rise from
-0.75% to 2% at the end of the year in order to, according
to its mandate, bring inflation down. The last inflation rates
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of the year offered positive reinforcement to the ECB’s
endeavours, however, core inflation never eased in 2022.
That was the key message from the December 2022 ECB
meeting, when President Lagarde struck an unusually
hawkish tone. The December 2022 HICP figures supported
this view, while markets cheered another marked decline
in headline inflation. It is lower energy prices and the
resulting base effects, as well as government intferventions
that are pushing down headline inflation. In August,

the Governing Council decided to reinvest the principal
payments from maturing securities purchased under

the Pandemic Emergency Purchase Programme unfil at
least the end of 2024. Their decision also ended full APP
reinvestments in March 2023 and the decline with a pace of
EUR 15 billion per month until June 2023. The pace beyond
that is still to be determined. Such a reduction in the
central banks’ demand could potentially franslate into less
potential to absorb shocks and therefore higher liquidity
premiums and lower markeft liquidity. Consequently, the
ECB approved the Transmission Profection Instrument (TPI)
tfo ensure the uniform monetary policy fransmission by
alleviating prospective excessive pressures on sovereign
bonds’ credit spreads.

Global activity should remain muted in 2023. Private
consumption will be weighed on by stubbornly high
inflation, tighter financing conditions, and depleted
savings. Additionally, global economic headwinds will hit
the external sector. Elevated interest rates, heavy public
debts, and volatile commodity prices pose risks. The

price pressures will decrease due to combined effects of
increased key rates and quantitative tightening signalled
by central banks. The labour markets are predicted to
balance a little due to stagnation, and so pressures on
wage growth should ease. Global trade should experience
no additional supply shocks in energy and commodities.
Political tensions are expected to remain, but will stay
regionally contained. The GDP growth rate in 2024 and
beyond should be supported by declining interest rates and
positive expectations regarding investments and durable
goods consumpfion.

A relatively warm winter, energy savings, and fiscal support
measures helped to alleviate fears of imminent energy
shortages in the euro area. Production levels will benefit
from improving supply conditions and declining energy
and commodity prices. The inflation rate will decrease as
the expected Central Bank balance sheef reduction and

the increased interest rates will push it down. Deteriorating
retail sales data in the euro area, even with declining

fuel prices, suggest that private consumption will remain
subdued in 2023 as increasing uncertainty, declining
purchasing power, and rising political risk that will remain
regionally contained, indicate a slowdown. We see the
euro area economy stagnating in 2023, the tightness of

the labour market should decrease. Finally, the monetary
policy tightening works with long and variable lags, and so
past and upcoming rate hikes and tightening of financial
and bank lending conditions will continue to impact the
economy.

The economy
in the Group’s region

Private consumption has been the main driver of growth
in 2022 as it has dwarfed government consumption. It

has been spurred by surprisingly resilient and strong
credit growth, remittances, and tourism, joined by strong
export demand from the EU propping up the growth of
regional economies. Fixed investment, which rebounded
sharply after abrupt drops in 2021 for Montenegro and N.
Macedonia, also helped drive growth. The frend was the
opposite in BiH and Serbia where investments diminished
rapidly compared to 2021. The relatively high inflation rate
can be explained by both relatively large price increases
in energy and food, as well as those items’ relatively large
share in the consumer basket. Higher energy prices have
franslated directly into larger import bills, a wider current
account, and generated sizable fiscal costs in several

4%

economic growth in
Slovenia in 2022

countries because of fossil fuel subsidies, price caps,

and support fo households and firms. The EU accession
reforms, and investment mitigate the negative effects of
high energy and food prices, disruptions to frade and
investment flows, and spillovers from the slowdown in the
euro area. However, there is significant political uncertainty
about the risk that parliamentary impasses will create
delays in the implementation of reforms, and thus prevent
efficient absorption of related funds (BiH, Montenegro,

N. Macedonia). Regional instability due to the rekindled
conflict between Serbia and Kosovo also poses a risk.

Table 5: Movement of key macroeconomic indicators in the Euro area and NLB Group region

GDP
(real growth in %)

Average inflation

Unemployment rate
(in 0/0) (in o/o)

2020 2021 2022 2023 2024 2020 2021 2022 2023 2024 2020 2021 2022 2023 2024
Euro area -6.3 53 3.5 0.0 1.6 03 2.6 8.4 6.1 3.0 8.0 77 6.7 7.0 7.3
Slovenia -4.3 8.2 54 0.6 22 -0.1 1.9 93 6.8 3.9 5.0 47 42 4.0 42
Serbia -0.9 7.5 23 1.8 31 1.6 41 12.0 10.1 54 97 1.0 94 9.5 92
N. Macedonia -4.7 3.9 21 1.6 3.0 12 32 141 8.5 3.6 16.4 15.7 14.4 13.9 137
BiH -3.3 71 3.8 1.0 2.0 -11 2.0 14.0 8.0 3.0 15.9 17.4 15.6 15.2 151
Kosovo -53 10.5 33 24 515 0.2 3.3 n.6 7.0 815 26.0 20.8 17.0 16.5 16.0
Montenegro -15.3 13.0 6.1 2.6 32 -03 24 13.0 7.5 2.6 17.9 16.6 14.8 13.7 13.3

Source: Stafistical offices, Focus Economics.
Note: NLB Forecasts are highlighted in grey.
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Table 6: Movement of the balance of payment and fiscal indicators in the Euro area and NLB Group region

Current account balance Fiscal balance Public debt
(% GDP) (% GDP) (% GDP)

2020 2021 2022 2023 2024 2020 2021 2022 2023 2024 2020 2021 2022 2023 2024

Euro area 1.6 23 0.0 0.5 11 -7.0 -51 -3.7 -3.6 -3.1 97.0 95.4 94.1 93.5 929
Slovenia 7.6 3.8 -0.8 0.5 0.9 -77 -4.7 -3.5 -4.3 -2.7 79.6 74.5 70.0 69.5 68.1
Serbia -4.1 -4.2 -7.0 -6.5 -5.9 -8.0 -4.1 -3.3 -2.8 =21 57.0 56.5 53.4 53.4 51.9
N. Macedonia -3.0 =31 -6.0 -4.9 -4.1 -8.2 -5.4 -4.5 -4.0 -3.4 51.9 51.8 50.9 51.0 51.5
BiH -3.2 -2.3 -4 -4.5 -3.9 -4.7 0.7 0.5 0.0 0.2 36.5 354 31.0 292 281
Kosovo -7.0 -8.7 -9.4 -7.9 -7.6 A -0.9 -1.6 -2.0 -1.8 22.4 21.9 212 224 23.4
Montenegro -26.1 -9.2 -1.6 -1.2 -10.6 -10.2 -2.0 -53 -4.9 -4.4 103.5 83.3 77.5 783 74.6

Source: Statistical offices, Focus Economics
Note: Consensus Forecasts are highlighted in grey.

A macroeconomic snapshot
for the NLB Group’s region

In Slovenia, the driver of growth was household
consumption expenditure which started to lose steam as
inflation persisted and sentiment deteriorated. Growth
rates outperformed those of the euro area, and confirmed
the presence of accumulated savings and consumers’
spending inclination. After lagging behind imports in H1
2022, exports improved in ©3 2022, and in last months of
the year decreased the deficit accumulated throughout the
year. Prices remained elevated throughout 2022, easing
off only marginally in the final two months. Household
final consumption expenditures increased significantly
due to the persistent growth of gross disposable income

in nominal terms and the higher essential costs of living.
For the first tfime in more than a decade, households in
Slovenia in the ©3 2022, generated a deficit, mainly due to
the significant decrease in gross savings and an increase
in gross investments. The furning point in consumer survey
was in April 2022 when indicators about major purchases,
savings, and fthe financial situation in households began

declining and stayed below average for the rest of the year.

In BiH, the economy performed well in 2022. Domestic
demand was the key growth factor. Investment activity
was robust due to infrastructure works, while private
consumption rose, driven by the double-digit rise in
nominal wages and higher remittances. Real export growth
oufpaced that of imports, but the net external confribution

was still negative at the half-year mark. Despite the robust
nominal growth in exports, the overall external balance
deteriorated, due to a similar surge on the import side.
Remiftances inflow remained solid. On the financing side,
net FDI slowed down. In the second half of 2022, activity
started fo wane. As real wages remained subdued by
inflation, retail activity started decelerating. Headline
inflation surged this year as food prices continue to soar,
contributing roughly 50% of headline inflation at the close
of the year, given its relatively high share in the consumer
basket. BiH subsidized household electricity prices, so the
cost was much lower than on the international markefs.

In North Macedonia, moderate growth from 2021 continued
with a soft pace into 2022 and was mainly driven by
services. Investments rose significantly, reflecting stocking
in inventories. Household demand grew at a stable pace,
causing the demand to be served by surging imports,
leading net exports into negative territory. The inflationary
environment and underlying energy crisis confinue to

put the economy under pressure. Economic activity is
correlated to the euro area, which is a key source of
demand for the country’s goods and a source of investment
and remittances. The inflation rate reflected the consecutive
hikes in the regulated energy tariffs, full passthrough of
fuel prices, no VAT rate reductions on food and fuel prices,
and a large amount of food in the consumption basket.

The energy crisis and deteriorating external demand are
creating a balance of payment pressures. The temporary
tax cuts on food and fuel products that were implemented
following Russia’s invasion of Ukraine were not extended

8%

economic growth in
the Group’s region in 2022

in May 2022. A new organic budget law was adopted in
September 2022.

In Montenegro, the economy exhibited strong growth in the
first half of 2022, courtesy of robust private consumption,
inventory build-up, and solid export performance. Tourism,
as the most important sector, exceeded expectations.
Tourist arrivals in November YtD almost reached the 2019
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level, missing the mark by roughly 10%, with the months
of July and August exceeding it. A reform of the tax

code had a noticeable effect on real wage growth and
further lowered unemployment. By May, exports recorded
strong growth of both - goods and services. At the same
fime, strong domestic demand pushed imports higher.
Secondary accounts rose due to remiftances, and FDIs
exhibited solid growth in 2022. Inflationary pressures
continue to weigh on the economy, with the most important
driver being food and non-alcoholic beverages. High
energy prices presenfted a unique opporfunity, as the
strong electricity generating capacity enabled energy
exports to more than double in 2022, compared YoY.

In Serbia, the net external demand contributed strongly to
growth. The drought during the summer months caused
agriculture to underperform, as it hurt hydro electricity
generation which Serbia usually exports. The coverage of
imports by exports decreased significantly, reflecting the
much higher yearly growth rates of imports compared to
exports. The current account deficit increased sharply in
2022, mainly due to higher costs of energy imports. The
realised net foreign direct investments were lower than in
2021. Inflation never eased off during the year, with food
being the most important driver. Core inflation rose further,
hurting the disposable income and dampening private
consumption. The increase of gross and net salaries and
wages translated fo growth in real terms. The total public
debt increased, as did total public revenues in real ferms
due to growth in most revenue categories - particularly

in corporate income taxes, VAT, and custom duties, while
excises revenues decreased.

In Kosovo, services spurred by the diaspora’s demand,
credit growth, and public fransfers were the main drivers
of growth. Trade deficit widened and final consumption
expenditure was strong. The growth rate soon halved,
driven by a notable contraction in construction and capital
formation. Inflation started picking up in March 2022,
peaked in July, and remained elevated thereafter, but lower
than most other countries of the region. Food become an
increasingly important driver. The second part of the year
saw further moderation in most activities. The total amount
of General Government revenues picked up in the second
part of the year (VAT, income tax).

The macroeconomic outlook
for NLB Group’s region

In Slovenia, on the fiscal side, the 2023 budget deficit target
is suggesting a more accommodative stance, with the
expected widening of the gap reflecting the government’s
efforts to tackle the energy crisis. The government is
planning measures worth nearly EUR 5 billion to fight

the energy crisis in 2023. The slowdown is fo be induced
by weaker external demand, still elevated inflation, and
greater uncertainty, which are expected to weigh on
private consumption and investment growth. The labour
market will be slightly less tight, muting the pressures of
wage demands. Inflation should ease off due to a tighter
monetary policy.

In BiH, electricity price pressures are likely fo be contained,
as BiH has one of the largest electricity generations in

the region and limited gas usage. Investments in energy
and infrastructure will continue to add to overall growth,
although to a lesser extent than in the last two years.
Indirect effects stemming from destabilizing global
commodity and financial markets negatively impact
external account and domestic growth prospects. Inflation
will ease in 2023, albeit remaining high in historical ferms.
The unemployment rate is expected fo decline slightly in
2023 with stabilization of the international situation.

In Kosovo, the gradual projected decline in commodity
prices should bring relief, with expansionary fiscal policy
contributing to activity. A slowdown in investments and
private consumption is fo be expected. Remiftances should
slow down as well as the current account. In addition, FDI
and external lending will be key sources of financing for the
current account.

In North Macedonia, however, growth should be supported
by planned investments in infrastructure and capacity
expansion of the export sector. External demand will
weaken, wage pressures will become more pronounced,
and a further tightening of financial market conditions
pose downside risks. Inflation should ease in 2023 as
import prices will fall. The labour market should get

slightly tighter. The opening of EU accession talks could
boost capital inflows and momentum for reforms. Tighter

financial conditions, and the withdrawal of wage subsidies
is expected to weigh on consumer spending and business
investments.

In Montenegro, growth should be subdued in 2023, but
amongst the highest in the region. Private consumption
will slow down. The current account deficit should remain
amongst the highest in the region. Higher energy prices
support its reduction as the growing capacities are used
for energy exports. Together with exports, tourism, and
fransport services should aid in reducing the current
account deficit. Further development of electricity-
generating capabilities, together with tourism revenue, has
the potential to improve countfry’s external equation.

In Serbia, the economy is set to soften in 2023. Private
spending growth will decelerate due to high inflation
eroding real incomes, while a slowing global economy
will see export growth cool. Regional instability and
elevated inflation amid commodity price swings and gas
supply disruptions represent downside risks. The current
account deficit is set fo increase. The inflation growth rate
is expected to stay elevated in 2023, as we see it as the
highest and most persistent in the region. The contribution
of net exports to growth is expected to improve due to
decelerating imports and an increased export capacity
supported by the FDIs. Serbia remains an attractive
destination for “nearshoring.”

The Group’s region is expected to grow af a rate of 1.3% in

2023. Regional growth will cool significantly this year. A weaker
Euro Area economy, elevated inflation, declining real wages,
geopolitical volatility, and the war in Ukraine will restrain
household spending, industrial production, and exports. In
addition, fighter financing conditions should further subdue
activity in most countries of the region. Performance will depend
upon the euro areq, with remittances and exports waiting upon
the outlook to improve. Since fourism rebounded in 2022, 2023
could be beneficial for fourism-dependent countries. Current
accounts are mostly set to deteriorate in 2023. Growth should
start picking up towards the end of the year. A reductionin
inflation should happen in the second half of the year, providing
some relief to real income and household consumption. The
effect of the electricity prices pass-through waned in the second
part of the year, after core inflation pressures were still rising

in the beginning of the year. China’s reopening unseftled the
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Table 7: Movement of key banking systems indicators in the NLB Group region, 2022

Corporate loans Household loans Corporate deposits Household deposits Net interest margin NPL CAR
in EUR A% YoY i EUR A% YoY in EUR A% YoY in EUR A%YoY  2021,in%  2022,in% in%  AppYoY in%  App YoY
Slovenia 10,487 al128 12,138 a/8 9,710 a79 25,784 a/6 1.4 1.6 11 v -0.1 17.00 v -1.5
Serbia 13,641 ab58 1,904 ab62 13,233 al27 17,864 a29 27 2.9 3.20 v-04 19.50 v-13
N. Macedonia 3,349 all5 3,495 a73 2,319 a37 5,253 ab8 3.0 3.00 29 v-0.3 17.7 04
BiH 4,681 a43 5,613 a52 3,142 a11.0 7,452 v-0.8 23 1.70 4.9 v -0.6 19.2 0.0
Kosovo 2,689 al52 1,632 al67 1,175 al19.0 3,647 83 4.5 3.9 2.0 v-03 14.8 v -0.5
Montenegro 1,413 al10.7 1,588 a9l 2,321 a 437 2,458 al26 4.0 4,00 5.90 403 18.40 v -0.1

Source: Statistical offices, CBs, NLB.

Note: Net inferest margin calculated on inferest-bearing assets; Residential deposits and loans for Montenegro; (i) Data for Q3 2022; (i) Data for 30 November 2022.

commodity markets, caused prices fo rise again, and didn’t
bode well for industrial production. Growing wages will induce
additional price pressures. Labour markets should continue
with rising employment rates and the unemployment rate
should reduce for the most part. Loan appetite in the region
should cool amid tightened monetary policies and rising food
prices, slowing down demand. Geopolitical tension remains

a strong possible constraint on growth and on a predictable
business environment.

Figure 2: LTD ratio in the Euro area and NLB Group region

Euro area

Slovenia

The banking system in
the Group’s region

Since the population of the region amassed notable savings
since the COVID pandemic, consumpfion was amongst the
most notable drivers of growth. As a result, the loan appetite
of corporates and households alike remained very robust
throughout the region, slowing down slightly tfowards the year

N o4.4%

95.4%

e, 6 6.1%

69.1%

Serbia 75.4%

N. Macedonia

85.8%

e 52.6%0

86.1%

BiH 75.7%

Kosovo

Montenegro

m2021

Source: ECB, National CBs, NLB.
Note: LTD for Slovenia and BiH is from Q3 2022, and for Serbia for 30 November 2022.

76.5%

2022

end. Corporate loans were particularly in high demand and
grew notably due to a turbulent year, with supply bottlenecks,
high producer prices, higher commodity prices, and stock
refilling. Kosovo, Slovenia, Montenegro, and N. Macedonia
saw corporate credit grow in double digits, with Serbia and
BiH ending the year in mid-single digits. The household loans’
segment grew af a little softer pace in comparison, but was still
fuelled by private consumption and exhibited higher growth
rates than expected. The dynamics were very similar to the
corporates. Likewise, Slovenia, Kosovo, Montenegro, and N.
Macedonia saw the strongest growth, with Serbia growing at
a slightly slower pace. BiH followed with a similar growth rate
as in the corporate sector. The NPLs fell in all countries of the
Group’s region, except for Monftenegro.

The corporate deposit growth was in double digits in Kosovo,
BiH, Serbia, and particularly in Montenegro, which saw notable
growth. In N. Macedonia, the rate was subdued, while in
Slovenia the growth was nearing the 8% mark. The growth of
household deposits was much less pronounced as savings were
being used to sustain consumption. Considering the macro
circumstances Slovenia, Kosovo, N. Macedonia, and Serbia

saw solid growth, with Monftenegro as an outlier, exceeding the
other rates by a big margin. BiH was the only country to register
a confraction.
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Figure 3: ROE ratfio in the Euro area and NLB Group region
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Source: ECB, National CBs.
Note: Return on average equity (ROAE) used for BiH; Q3 2022 data for BiH and the Euro area. November 2022 data for Serbia.

Figure 4: Loans to non-financial corporations and household loans (% GDP) in the Euro area and NLB Group region in 2022
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Source: National CBs, National Statistical Offices.
Note: ©3 2022 annualised data for BiH and Kosovo. Residential loans for Montenegro.
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The net interest margin was not moving uniformly in the
Group region. It grew in Serbia and Slovenia, reflecting the
interest rafte hikes by respective central banks, the growth
of lending, and price effects. It fell in BiH and in Kosovo,

reflecting a competitive environment. In Montenegro and N.

Macedonia, the margin saw no change YoY.

The capital adequacy ratio mostly saw slight negative
change in Slovenia, Serbia, Montenegro, and in Kosovo. In
N. Macedonia, the ratio improved. Despite a turbulent year,
the banks in the Group remain solid and well-capitalized.

The LTD ratio increased in all countries, except in
Montenegro where the growth of deposits was the highest.
For the rest of the countries, the ratio movement reflects
the growth of loans outpacing the growth of deposits.

The profitability of the banking systems of the NLB

group improved in all countries except in Slovenia and

N. Macedonia, where slight decreases were noted.

Loans potential outlook
for the Group’s region

Loans to non-financial corporations and household

loans as a percentage of GDP levels of the Group’s region
suggest that the whole group has further potential for
expansion, as compared fo the same categories in the Euro
area. This is so especially in the household loans secfor
where the growth in the euro area has been much more
pronounced, as the households seemed more at ease with
taking on additional debt. However, seeing that private
consumption is expected to slow down in 2023, this does
not bode well for new household credit origination. Private
consumption is the most important driver of GDP growth
and is expected fo range between 0.7% in Slovenia and
2.5% in Serbia. Fixed investment is expected to range from
a confraction of -0.7% in BiH, and a growth of 4.3% in N.
Macedonia. Banking sector loan growth is expected to
slow down in 2023, however, in most of NLB Group home
markets loan growth rates will likely stay positive in low

to mid single-digit range for both, corporate and retail
sectors.

MB Statement

SB Statement

Key Highlights
Strategy

Risk Factors & Outlook
Sustainability
Performance Overview
Risk Management
Events After 2022

Financial Report




The Regulatory
Environment

During 2022, more than 100 changes in the EU and Slovenian
regulatory environments were adopted with material effects
on the Bank and the Group. The Group strives to be fully
compliant with the existing and new requirements. Disclosure
of the most relevant changes in legislation and regulation
which influence the Group is presented herein.

The regulatory environment
in Slovenia

The Bank is subject to capital adequacy and liquidity rules
imposed by the EU (CRR/CRD), which govern the activities in
which banks may engage and are designed to maintain the
safety and soundness of banks, as well as limit their exposure
to risk. The CRD V was further transposed into the new Banking
Act (ZBan-3). In October 2021, the European Commission
adopted a further package of a review of the CRR and CRD.
One core aspect of that package (Regulation (EU) 2022/2036
which infroduces targeted adjustments to improve the
resolvability of banks) has already been finalised and published
in the Official Journal in December 2022.

As a financial institution offering benchmark-based products,
the Bank meets its obligations under the Regulation 2016/1011
(BMR) and regularly monitors developments in this area by
adapting its operations to the requirements of regulators and
industry.

Due to the constant care for the interests of its customers,
especially the protection of their data, the legislation in the field
of personal data protection is also important to the Bank. The
Bank strictly adheres to its obligations imposed on it by GDPR in
both Slovenia and the Group. The new Slovenian Personal Data
Protection Act (ZVOP-2) was adopted in December 2022, and is
in the process of implementation in the Bank’s operations.

In the field of financial markets, there were no significant
changes in the regulatory environment in 2022. The Bank
complies with the provisions of MiFIR/MiFID Il and EMIR
regarding financial markets fransactions, enhanced investor
protfection, fransparency, and reporting obligations.

The Group also considers and complies with the regulations

in the field of preventing money laundering and ferrorist
financing (AML/CTF). In April 2022, the new Prevention of Money
Laundering and Terrorist Financing Act (ZPPDFT-2) entered

info force and replaced the law in force at the time. The new

Act has implemented the provisions of Directive (EU) 2019/1153,
of Directive (EU) 2019/2177, and of Regulation (EU) 2018/1672
into Slovenia's legislation. In addition, an Amendment and
supplements to the Act on Prevention of Money Laundering and
Terrorist Financing (ZPPDFT-2A) was published in the Slovenian
Official Gazette in November 2022. Due to the aforementioned
regulatory changes, several activities were carried out by the
Group to ensure compliance with new AML/CFT requirements.
Concerning the changed geopolitical environment related

to the Russian aggression in Ukraine, the Group regularly
monitors and manages all newly infroduced financial sanctions
stemming from all relevant regimes.

In the field of payment and seftlement systems, there were

no significant changes in the regulatory environment in 2022.
The Bank meefs its obligaftions under PSD2, the respective
regulatory technical standards and Payment Services, Services
for Issuing Electronic Money and Payment Systems Act
(ZPlaSSIED). New regulatory requirements imposed by the
regulator are constantly monitored and managed, also faking
info account what constitutes the best user experience.

In light of the EBA Guidelines on outsourcing arrangements,
the Group has undertaken a continuous effort to adhere to
regulatory requirements. This has entailed the revision of
internal policies and the modification of contracts with external
(service) providers.

In the EU’s policy context under the European Green Deal,
“sustainable finance” is understood as finance to support
economic growth while reducing pressures on the environment,
and taking into account social and governance aspects. The
Bank formed a comprehensive sustainability governance
structure and adopted the NLB Group Sustainability framework.
In 2022, substantial effort was made in implementing EU
Taxonomy regulation in the Group financing process. The Group
has also performed stress-testing using the ECB’s adverse and
severe scenarios.

In the field of consumer protection, the new Consumer
Protection Act (ZVPot-1) was adopted by Slovenia's National
Assembly in October 2022.

In December 2022, the Digital Operatfional Resilience Act
(DORA) Regulation was published in the EU’s Official Journal
alongside the revised directive on the security of network and
information systems (NIS2). The new framework introduces a
comprehensive set of rules concerning the information and
communications technologies (ICT), risk management of
financial sector firms to strengthen their digital operational
resilience, and prevents and mitigates cyber threats.

The regulatory environment
in the Group’s region

The regulatory environment in the rest of the region where the
Group operates was dominated by actions to ensure the stable
functioning of financial systems.

In Serbia throughout 2022, there were numerous regulatory
changes adopted by the National Bank of Serbia with the
infention to minimise the consequences of the COVID-19
pandemic on the economy and the financial sector (e.g.,

the agreement concluded between the National Bank of
Serbia and the banks in 2020, which, among other things,
contains restrictions on the payment of dividends), as well as
to determine and define the support of the citizens (e.g., to
facilitate Access to Financing for Natural Persons, Adequate
Management of Credit Risk in Agricultural Loans Portfolio in
Conditions of Aggravated Agricultural Production). To protfect
citizen standards regarding payment services needed for
everyday activities, the National Bank of Serbia adopted

the Decision on the Payment Account with Basic Features.

The National Bank of Serbia has also adopted the Decision
Amending the Decision on Risk Management by Banks to
provide an additional bank supervisory mechanism and ensure
fransparent and clear conduct of banks in the case of intended
increases in fees for the provision of payment services and in
the case of an introduction of new fees.

In North Macedoniaq, the past year was marked by a significant
change in the regulation that includes the adoption of two
systemically important laws. The Law on Payment Services and
Payment Systems, harmonised with European legislation in the
relevant area — which includes liberalisation of the payment
services market through entry of non-banking institutions

such as payment institutions and electronic money institutions.
Furthermore, it ensures transparency and comparability of fees
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for payment services, and enables the opening of an account
with basic functions. Also, it limits the maximum charge for
natural person accounts and the introduction of an obligatory
number of transactions free-of-charge for vulnerable social
cafegories. The Law on the Prevention of Money Laundering
and Financing of Terrorism, harmonised with European
legislation in the field of fighting organised crime. This law
strengthens the analysis measures that banks should apply
when there is a high risk, when cross-border correspondence
is established, when the person is not physically present for
the purposes of identification, when the client is a politically
exposed person, in a business relationship, or in a transaction
that is involved in a high-risk state.

In the Federation of BiH, the most important decision of

the regulator in 2022 was the new decision for managing
outsourcing arrangements in the bank, which includes: activities
and conditions for outsourcing, applications within the banking
group, materially significant activities, risk assessment, duties
and responsibilities of the bank’s Management and Supervisory
Board, conflict of interests, the outsourcing register, confracting,
supervision, and the powers and procedures of the regulator.
The new decision represents an alignment of local regulations
with EBA outsourcing standards.

In the Republic of Srpska, the most significant activity relates
to the adoption of the Law on Amendments to the Law on
National Payment Transactions in April 2022 by the Ministry
of Finance of the Republic of Srpska, with the aim of greater
fransparency of payment services, greater financial inclusion
of individuals through the use of a basic payment account,
infroduction of safe deposit boxes for individuals and business
entities, and the Law on Infter-banking Fees for Payment Card
Transactions. In addition, other significant regulatory changes
refer to the adoption of several bylaws related to the number
of eligible deposits, temporary measures to mitigate the risk
of inferest rate growth, outsourcing of arrangements, and

a new accounting framework for banks and other financial
organisations.

In Kosovo, three regulations were adopted by the Central Bank
of Kosovo. The regulation on the liquidity coverage ratio, the
regulation on the net stable funding ratfio, and the regulation
on access to payment accounts with basic services. The Law on
Implementation of Targeted International Financial Sanctions
was adopted concerning the prevention and combating against
terrorism, terrorist financing, and the proliferation of weapons
of mass destruction, etc., in accordance with the Resolutions

of the UN Security Council, and the European Union Acts. As
foreseen by the Law on Electronic identification and Trust
Services in Electronic Transactions, 10 bylaws were adopted by
the end of December 2022.

In Montenegro, the main activities in 2022 were dedicated to
the implementation of the new law on comparability of fees
associafted with consumer payment accounts, the fransfer of
consumer payment accounts, and payment accounts with
basic services. The amendments to the Law on Payment
Transactions were published in October 2022. Pursuant to

the amendments to the Law on Tax Administration, banks are
obliged to implement the new insfruction on a way of reporting
data to the administrative body responsible for taxation. This
instruction includes reporting under the Foreign Account Tax
Compliance Act (FATCA) and the Common Reporting Standard
(CRS). The Bank contfinued to regularly apply the decisions on
the introduction of international restrictive measures in relation
fo activities that undermine or threaten the territorial integrity,
sovereignty, and independence of Ukraine.
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The record results in 2022 are just the tip of NLB
Banka, Banja Luka successful operations over
the past few years. We reached many important
milestones and improved our market share. For
the fifth year in a row, we received the Golden BAM
award as the bank with the highest ROA and ROE
in BiH.

We intertwined the commitment tfo a befter quality
of life and ESGC principles in all sesgments of our
operations. Environmental and social actions
supported responsible activities and initiatives
through sponsorships and donations, supporting
ecology, digitalization, energy efficiency, inclusion,
and equality. Our focus on youth segment and
digital channels created better footprints for today
and made data-based decisions for the future.

Our business results are a solid basis for successful
transformation to a modern digital bank that

is ready for whatever may come, preserving

the potential of our home region, and utilizing
opportunities of sustainability.

Pictured: NLB Banka, Banja Luka employees



Strategy

Despite the challenging and uncertain economic
environment, the Group has continued to duly execute its
medium-term strategy. This includes focusing on protecting
and strengthening its market position in its home region,
actively participating in the growth and consolidation of

the market, and promoting the Environmental, Social, and
Governance (ESG) agenda. Digitalization, client centricity, and
cost efficiency remain some of key strategic orientations to
ensure delivery of the Group’s vision.

Accelerafing the development
of the SEE region

Promoting the ESG agenda

Supporting stability of
the banking sector

Growing client market share
Creating value for shareholders

Offering a great place to work

Be a regional champion

The Group aims to further strengthen its role as a systemically
important financial institution in the SEE region. To achieve
this, it strives fo become a market leader in all its markets and
to have a prominent role in the region’s development. The
Group believes there is significant value to be unlocked by
facilitating further development of the region and increasing
its standard of living. This will be further accelerated by
promofing advanced environmental, sustainability, and
corporafe governance agendas. The Croup is accelerating its
efforts to adhere to all modern standards, as well as catalyse
their adoption throughout its client base and markets. It has
created novel green financial products for financing clients’
green transformation, as well as invested significant efforts and
resources to reduce the carbon footprint of the Group’s own
business operations. For information on environmental risks
that may affect the Group’s business results, please refer to the
chapter Risk Factors below.

As one of the most important players in the region’s financial
system, the Group is carrying its share of responsibility for
building a stable banking system. The 2022 acquisition of

Be a regional
champion

Grow our ‘ Monetize
market opportunities
position and synergies

N Banka in the wake of Russia’s attack on Ukraine is an
example of the Group’s resolve fo commit capital in turbulent
fimes for the benefit of all stakeholders. By stopping the run on
the bank in fast cooperation with the regulator, the Group has
safeguarded unsecured deposits of retail and even more so of
corporate customers. This endeavour brought not only stability
to the Slovenian banking sector, but also enabled the Group to
remain a leading player.

Put clients first

The Group is driving its customer-centricity agenda by starting
with the client’s financial needs and looking for ways to improve
and streamline its products and services to fulfil them to the
utmost extent. One way the Group does this is by digitizing its
distribution channels, allowing clients fo access its products and
services from anywhere at any fime. This makes it easier for
clients fo manage their finances and take care of their banking
needs at their own convenience without having fo visit a physical
branch.

The Group is committed to adding new financial solutions to
meet unmet and new needs of its clients. By staying on top of
the lafest frends, needs, and fechnologies, it will stay competitive
and provide the best possible banking experience.

Digitalizing distribution channels

Adding new financial solutions
as per clients' needs

Offering strong customer support

Finding inorganic expansion
opportunlties

Establishing horizontally
diversified businesses

Finishing integration of N Banka

Continuing strategic fransformation
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Ensuring strong customer support remains one of the Group’s
key focuses. It requires that its customer service team is
knowledgeable, friendly, and always ready to assist clients with
their questions or concerns, wherever they may be.

Digitalization

The Group confinues fo implement substantial efforts and
resources foward digital distribution channels and operating
models. The customers’ preference for an increased share

of digital business interactions has remained even after
normalization since the COVID-19 pandemic. Effective and safe
digital distribution channels require novel operating models
and automated processes to minimise response fimes and
costs. The focus on digitalization is to enable quicker and better
customer service, a higher level of internal processes efficiency,
and consequently, additional cost savings.

The Group will continue to invest substantially in IT
infrastructure and its digital capabilities and roles. The focus

will be on improving the speed of IT delivery by adopting agile
methodology principles, provision, and implementation of the
best online experience for customers in the SEE, and enhancing
capabilities for processing data, modelling, and relevance of
services to clients. One such example is the establishment of
fechnological hub NLB DiglIT in Beograd that develops solutions
for the whole Group. For more information on NLB DigIT please
refer to the chapter Strategic Foreign Markets.

Due fo the positive effects of working remotely during the
pandemic, the Group has developed a hybrid working model
(combination of work-from-home and work from the office)
initiative, thus offering more flexibility to its workforce and
achieving cost and carbon footprint benefits at the same time.

Grow our market position

The Group is working to protect and strengthen its market
position as a systemic player in its home region. To do this, the
Group is monitoring how well it is adding value to three types of
its main stakeholders: shareholders, customers, and employees.
With respect to its shareholders, the Group views its decisions
through a lens of maximising its return on equity. With respect
fo its customers, market shares and Net Promoter Scores

(NPS) are tracked. With respect to its employees, an employee
engagement metric is measured and analysed. In addition,
ofher supporting indicators and benchmarks are fracked to
continually revaluate current projects and utilise those insights
for future decisions.

The Group regularly engages with its stakeholders in defining
what is material to both them and the Group. A variety of
communication channels are used for an open and transparent
dialogue on sustainability-related issues. Some of the most
important channels for communications with the stakeholders
(in addition to the regular publicly available periodic reports,
presentations, and webcasts on the Group performance) are
the NLB Group Sustainability Report, the Corporate Social
Responsibility (CSR) and Sustainability e-mail box, the corporate
website, and social media channels.

The Group’s employees represent its key resource and are

one of its main drivers for creating value. Through the focus

on recruitment, management, and confinual development of
employees, they are given the opportunity to thrive by making
the most of their talent and experiences. They are encouraged
fo actin a responsive, respectful, and result-driven manner. The
ambition is to also involve the whole organisation in realising
the Group’s sustainability ambitions.

Monetize opportunities
and synergies

The Group is monitoring additional M&A opportunities (within
consolidafion processes in banking sectors in the SEE) that
could add value to the Bank’s shareholders. It makes sense to
actively participate in the ongoing growth and consolidation

of the banking markets. The Group is fully engaged in re-
establishing some key financial services (leasing, factoring, etc.)
across all its markets, thus also diversifying its services on a
horizontal level.

The Group is moving closer to the fintech ecosystem to find

new and better ways of solving customers’ financial needs.

To achieve this, it has established a corporate venture team
eNLaB, for building business cooperation with ambitious fintech
players, to accelerate the Group’s efforts in bringing novel use
cases and business solufions to the market. It is looking info
opportunities in the areas of credit underwriting, payments

and digital banking services, financial enterprise technology,
regulatory technology, web 3.0 and blockchain technology, and
personal finance and asset management.

Significant strategic business efforts have been undertaken to
achieve business synergies across the Group, both in costs and
operational efficiency. The Group believes these can help offset
the negative economic effects the rising inflation will have on
the Group’s clients. In Slovenia, further synergies are expected
after full integration of N Banka in 2023.

The increased importance
of leasing — A new business
opportunity

In the Group Strategy, leasing activities represent a significant
part of the Group’s business mix. Leasing operations in Slovenia
(NLB Lease&Go, Ljubljana) are gaining momentum with
increased fotal assets, while new leasing operations have been
added in North Macedonia and Serbia.

Management and governance structures are being set up

in new leasing Group members, with full implementation of

the Group’s corporate governance principles, including two
members of NLB Management Board being Chair and Co-chair
of NLB Lease&Co, Ljubljana Supervisory Board.

The Group expects leasing will once again become a significant
part of its business operations. It is planned that in its mature
phase, leasing will contribute more than EUR 1 billion to the total
assets of the Group, through organic and potentially inorganic
growth. For more information on leasing operations expansion
in SEE please refer to the chapter Strategic Foreign Markets.

Continuing fransformation

To facilitate the confinuous transformation in an everchanging
environment, the Group is following comprehensive plan

to deliver its mission and financial fargets. The Group has
identified a series of projects and initiatives, and has dedicated
considerable resources for their implementation. All major
running change efforts are channelled into one overall strategic
fransformation programme.

The backbone of the strategy is strengthening customer-
centricity by establishing customer-based market management,
improving the understanding of clients, reimagining digital
client journeys, and accelerating innovation to provide lifestyle
and value chain services to strengthen relationships.

The transformation programme also focuses efforts into
increased operational efficiency, cost management, and the
improved utilisation of the Group’s capital. Simultaneously,
overall operational capabilities are being enhanced by
improving human capital, optimising IT infrastructure,
digitalizing internal processes, and leveraging information
capital. To drive the transformation, a new change
management platform has been set up.

MB Statement

SB Statement

Key Highlights
Strategy

Risk Factors & Outlook
Sustainability
Performance Overview
Risk Management
Events After 2022

Financial Report




Funding Strategy and
MREL Compliance

A good client relationship is the main foundation for a

stable and growing deposit base, while wholesale funding is
primarily driven by fulfiiment of minimum requirement of own
funds and eligible liabilities (MREL) and further strengthening
and optimizing the capital. The latter drives the average

cost of funding higher, however, the total cost of funding
remains low for now due to a comfortable high and stable
deposit base and the inelasticity of the sight deposit pricing.

Figure 5: Average cost of funding (quarterly data)
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Deposit strategy

Deposits from customers represent the main funding source
for the Group, and each bank within the Group has established
processes that enable prudent strategic deposits management
that is aligned with business targets and regulatory
requirements. Regular monitoring of deposits and its structure
enables fimely reactions whenever necessary due to business
or regulatory-related reasons. Events that caused significant
economic and even political disturbances in 2022 proved that
the deposit base of the Group is robust and liquidity position
strong — the LTD ratio evolution in recent years that include
the COVID pandemic, as well as turbulent 2022 regime was still
confined to a healthy liquidity zone below 70%.

A leading Group market position and a responsive relationship
with clients are important factors for a stable deposit base,
and besides that, proper deposit pricing plays a pivotal role in
risk management and business decision-making. Established
funds pricing, aligned with international liquidity pricing

standards, is regularly part of the Group business process. Year
2022 underlined the importance of proper liquidity pricing for
business stability in the uncertain environment.

Group retail deposits represent a majority in the structure and
are the most stable funding source with around 80% being
insured by the Deposit Guarantee Scheme. Despite turbulent
business environment, Group retail deposits recorded an
increase in 2022. Sight deposits represent around 90% of retail
deposits and witnessed stable growth in recent years. This
supports the stable business of the Group in the region, even
during the volatile fimes on the wholesale funding markets.
Corporate sector deposits, albeit representing a smaller share
in the deposit structure of the Group, are an important source
of liquidity, as well. Corporations are offered various deposit
products fo manage their liquidity position in a flexible way,
supporting young and small businesses, as well as already
established large firms in all sectors of the regional economy.

As the funding structure of the Group relies mostly on non-
banking sector deposits, the Group’s average funding costs was
still relatively low.

Wholesale funding
and MREL

Wholesale funding activities in the Group are conducted with the
aim of achieving diversification, improving structural liquidity and
capital position, and fulfilling regulatory requirements, especially
ensuring compliance with the MREL requirement.

The MREL requirement for the Group is based on the Multiple
Point of Entry (MPE) approach.

As at 1 January 2022, NLB must comply with MREL requirement
on a consolidated basis at resolution group level (i.e., NLB
Resolution Group), which amounts to:

- 28.69% of Total Risk Exposure Amount (TREA) (consisting of @
25.19% of TREA and @ 3.5% of Combined Buffer Requirement
(CBR)),

- 8.03% of Leverage Ratio Exposure (LRE).

NLB has to ensure a linear build-up of own funds and eligible
liabilities towards the MREL requirement applicable as at 1
January 2024, which amounts to:

- 31.38% of TREA + applicable CBR,

- 9.97% of LRE.

The NLB Resolution Group consists of NLB as the resolution
entity and other non-banking members. The entities and their
contribution to the NLB Resolution Group are presented in the
Table 8.

Table 8: Composiftion of NLB Resolution Group by TREA

in EUR millions

Entity 31 Dec 2022
NLB 6,679
NLB Lease&Co, Ljubljana 146
NLB Skladi, Ljubljana 53
NLB Interfinanz - in liquidation 15
TARA HOTEL, Budva 14
REAM d.o.o., Beograd 13
Ofher 49
TREA total 6,968

On 31 December 2022, the MREL ratio amounted to 36.32% and
was well above the required level.

The composition of the own funds and eligible liabilities items
by which the Bank met the MREL requirement was as presented
in the table below.

Table 9: Composition of the own funds and eligible liabilities of NLB
Resolution Group

in EUR millions

Own funds and eligible liabilities items 31 Dec 2022
CETI 1,451
Additional Tier 1instruments 82
Tier 2 instruments 508

Unsecured and unsubordinated claims
arising from debt instruments

Total 2,531

490

To support the Group’s growth capacity and comply with MREL,
the Bank was very active on the debt capital markets in 2022 with
the issuance of EUR 300 million Senior Preferred notes in July
2022, EUR 82 million Additional Tier 1 notes in September 2022,
and EUR 225 million Tier 2 notes in November 2022. In addition,
the Bank attracted EUR 114 million in eligible deposits and
concluded loans in the amount of EUR 30 million. All mentioned
instruments are MREL-eligible, while subordinated instruments
also strengthened the capital position and the Bank’s rafing.

The Bank expects to be active on debt capital markets in 2023 by
issuing approximately EUR 300 million of new senior notes that
count for MREL. This will lead to the Bank comfortably meeting
the binding MREL requirement, applicable as at1January 2024.
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Risk Factors
and Outlook

Risk factors

Risk factors affecting the business

outlook are (among others):

- The economy’s sensitivity fo a potential slowdown in the euro
area or globally

- Widening credit spreads

- Potential liquidity outflows

- Worsened inferest rate outlook / Persistence of high inflation

- Energy and commodity price volatility

- Increasing Unemployment

- Potential cyber-attacks

- Regulatory, other legislative, and tax measures impacting the
banks

- Geopolitical uncertainties

In 2022, the Group’s region continued to grow on the back of
the revival in private and investment consumption after being
affected by the pandemic in the past period. Higher prices of
energy, commodities, raw materials, and food as a result of
the war in Ukraine, have and will further impact the economic
momentum. As a result, a gradual slowdown in economic
growth can be expected. The Croup’s region is still expected

fo grow moderately, though the inflationary pressures might
suggest a further slowdown, namely in the area of private
consumption. However, it is not possible to assume with a high
degree of confidence that the positive economic momentum will
further continue.

Lending growth in the corporate and retail segments is
expected to remain relatively moderate, especially in the current
circumstances. With regards to credit portfolio quality, the
Group carefully monitors the most affected client segments with
the intention to defect any significant increase in credit risk af

a very early stage. The Group’s direct and indirect exposures
towards Russia and Ukraine in 2022 was rather limited,
additionally in February 2023 all remaining outstanding Russian
government bonds were sold.

Credit risk usually considerably increases in times of economic
slowdown. In light of increasing energy prices, inflationary

pressures, and a forecast of a decrease in economic growth,
the Group has thoroughly analysed potential impact on the
credit portfolio. The Group closely monitors the circumstances
in the most affected credit portfolio segments and makes the
necessary adjustments. The length and intensity of the war

in Ukraine might cause additional spill-over effects in the
mid-term period, such as raising the price of energy sources
or their availability, which might at a later period also have
some impact on other segments of the credit portfolio. These
adverse developments could affect the evolution of the cost of
risk and NPLs. Notwithstanding the established procedures in
the Group’s credit risk management, there can be no certainty
that they will be sufficient to ensure the Group’s quality of credit
portfolio or the corresponding impairments will remain at the
adequate level in the future.

The investment strategy of the Group, referring to the Group’s
bond portfolio kept for liquidity purposes, adapts to the

expected market trends in accordance with the set risk appetite.

The war in Ukraine has led to quite considerable volatility in the
financial markets, in particular shifts in credit spreads, rising of
interest rates and foreign exchange rates fluctuations. Special
attention is given fo the markets in the Balkans, neighbouring
countries to Ukraine and Russia and international banks with
operations in Russia. The Group is closely monitoring its major
bond portfolio positions, mostly sovereigns, by incorporating
adequate early warning systems. Since the beginning of the
crisis, the Group has been observing credit spreads widening,
which impacted FVOCI positions.

No material movements were observed so far regarding the
Group’s major FX positions. Current developments, market
observations, and potential mitigations are very closely
monitored and discussed. While the Group monitors its liquidity,
interest rate, credit spread, FX position and corresponding
frends, impacts of credit spread, interest rate and FX
fluctuations on its positions, any significant and unanticipated
movements on the markets or variety of factors, such as
competitive pressures, customer confidence or other certain
factors oufside the Group’s confrol, could adversely affect the
Group’s operations, capital, and financial condition.

Special attenfion is paid to the continuous provision of services
fo clients, their monitoring, health protection measures, and

the prevention of cyber-aftacks and potential fraud events. The
Group has established internal contfrols and other measures to
facilitate their adequate management. However, these measures
may not always fully prevent potential adverse effects.

The Group is subject fo a wide variety of regulations and
laws relafing to banking, insurance, and financial services.
Respectively, it faces the risk of significant interventions by a
number of regulatory and enforcement authorities in each of
the jurisdictions in which it operates.

The SEE region is the Group's most significant geographic area
of operations oufside of the RoS and the economic conditions
in this region are therefore important to the Group’s results

of operations and financial condition. The Group's financial
condition could be adversely affected as a result of any
instability or economic deterioration in this region.

In this regard, the Group closely follows the macroeconomic
indicators relevant to its operations:
- GDP trends and forecasts,
Economic sentiment,
- Unemployment rate,
- Consumer confidence,
- Consfruction sentiment,
Deposit stability and growth of loans in the banking sector,
- Credit spreads and related future forecasts,
Inferest rate development and related future forecasts,
FX rates,
Energy and commodity prices,
- Other relevant market indicators.

During 2022, the Group reviewed IFRS 9 provisioning by testing
a set of relevant macroeconomic scenarios to adequately
reflect the current circumstances and the related impacts in the
future. The Group established and developed multiple scenarios
(i.e., baseline, mild, and severe) on the level of an Expected

Cred Losses (ECL) calculation. The baseline scenario presents

a common forecast macroeconomic view for all countries

of the Group. This scenario is constructed with the purpose

fo culminate various outlooks into a unified projection of
macroeconomic and financial variables for the Group. This is in
line with the concept that the bank has a consolidated view on
the future of economic development in SEE. The IFRS 9 baseline
scenario is based on the most recent official and professional
forecaster outputs, with additional specific adjustments for
individual countries of the Group.

The macroeconomic rationale behind the alternative
scenarios is related to a range of plausible drivers of economic
development in the next three years. The narrative for the
alternative scenarios combines statistical techniques with
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expert knowledge as a means of the concept and validation
of outputs. The Group developed both alternative scenarios
through the lens of possible expected impact on the regional
economic activity. In general, the mild scenario is a demand-
driven optimistic scenario, where limited supply disruption
factors and an active role from the central banks help to
brighten the economic conditions and economic subjects'
confidence. This scenario narrates stronger economic growth,
while the severe scenario envisions zero real economic growth
for all Group home countries. Namely, the severe one is a
supply-driven pessimistic scenario, where both upside inflation
risk and downside growth risk materialize. The Bank includes
these scenarios in calculating expected credit losses in the
confext of IFRS 9.

The Group formed three probable scenarios with an
associated probability of occurrence for forward-looking
assessment of risk provisioning in the context of IFRS 9. These
IFRS 9 macroeconomic scenarios incorporate the forward-
looking and probability-weighted aspects of ECL impairment
calculation. Both features may change when material changes
in the future development of the economy are recognised and
not embedded in previous forecasts.

The monitoring process of the macroeconomic environment
revealed that uncertainties remain high in the global

economy due to the energy crisis, inflation, and the war

in Ukraine. The current economic situation led to sluggish
growth projections, persistent inflationary pressures, and
inferest rate hikes. Increased uncertainty and changes in
expectations of macroeconomic development affected
forecasts for some economies in the Group. Material decreases
in growth projections for Slovenia and Serbia for 2023 was
noficed. Hence, an executive decision was taken to adjust

risk expectations using the scenario’s weight. The scenario
probability weighting was changed to 0%-10%-90% where
severe and baseline scenarios reflect the likelihood of relevant
future economic conditions for them. The likelihood of
occurrence for the pessimistic scenario was derived fo 90%,
whereby the baseline scenario received a weight of 10%. Minor
changes were also applied in other counfries based on the
latest available forecast.

The Group established a comprehensive internal stress-testing
framework and early warning systems in various risk areas
with built-in risk factors relevant to the Group’s business model.

The stress-testing framework is infegrated into Risk Appetite,
Internal Capital Adequacy Assessment Process (ICAAP),
Internal Liquidity Adequacy Assessment Process (ILAAP), and
the Recovery Plan to determine how severe and unexpected
changes in the business and macro environment might affect
the Group’s capital adequacy or liquidity position. Both the
stress-testing framework and recovery plan indicators support
proactive management of the Group’s overall risk profile in
these circumstances, including capital and liquidity positions
from a forward-looking perspective.

Risk Management actions that might be used by the Group

are determined by various infernal policies and applied when
necessary. Moreover, the selection and application of mitigation
measures follows a three-layer approach, considering the
feasibility analysis of the measure, its impact on the Group’s
business model, and the strength of the available measure.

Outlook

The indicated outlook constitutes forward-looking statements
which are subject fo a number of risk factors and are not
a guarantee of future financial performance. The Group is

Table 10: Market performance and outlook for the period 2023-2025

pursuing a range of strategic activities to enhance its business
performance. The interest rate outlook is uncertain given the
adaptive monetary policy of the ECB and local central banks
to the general economic senfiment. The Bank is committed to
delivering sound financial performance.

Based on current and expected rates environment, growth
outlook, strict costs control supported by IT/digital solufions and
successful implementation of the Group’s strategy and initiatives,
the 2023 outlook and guidance for 2025 have been revised and
further improved. During the inaugural Investor Day which took
place in May 2022, the Group communicated several KPIs for
the year 2025, i.e., regular profit will exceed EUR 300 million, a
EUR 100 million contribution from the Serbian market, EUR 500
million total capital return through cash dividends between 2022
and 2025, tactical M&A capacity of EUR 1.5 billion RWA, and ROE
will exceed 12%. The Croup remains committed to deliver on
these KPIs, moreover it is improving the outlook for regular profit
(to be around EUR 400 million), tactical M&A capacity (fo EUR 2
billion RWA), and ROE (to exceed 13%).

The measures and potentials outlined in the above strategy
are reflected in the Group’s outlook for the 2023-2025 period
(Table 10).

Last Guidance Actual 2022 Last Guidance Revised Guidance Last Outlook Revised Outlook

for 2022 Performance for 2023 for 2023 for 2025 for 2025

Regular income ~EUR 750 million EUR 779 million > EUR 850 million  ~EUR 900 million > EUR 1 billion

- - - - Flat on 2023

Costs ~ EUR 460 million EUR 460 million ~ EUR 490 million ~ EUR 490 million level or below

Cost of risk Below 30 bps 14 bps 30-50 bps 30-50 bps 30-50 bps

Low double-digit 1491 S . . . . . .

Loan growth organic growth®  (23% with N Banka) Mid single-digit Mid single-digit High single-digif

. - - - . EUR 500 million EUR 500 million

Dividends EUR 100 million EUR 100 million EUR 110 million EUR 110 million (2022-2025) (2022-2025)
20%,

ROE ait ~10% w/o NGW, 12% w/o NGW >10%, ~11%, >12% >13%,

o (ROE normalized®  (ROE normalized®  (ROE normalized®.  (ROE normalized®: (ROE normalized®:

12% w/o NGW) 16% w/o NGW) > 12%) ~14%) >17%)

Regular profit

Contribution from

Serbian market

M&A potential

> EUR 300 million
EUR 100 million
Tactical M&A

capacity of
EUR 1.5 billion RWA

~ EUR 400 million
> EUR 100 million
Tactical M&A

capacity of
EUR 2 billion RWA

(i) ROE normalized = Resulf a.t. divided by Average risk adjusted capital. Average risk adjusted capital calculated as Tier 1 requirement of average Risk Weighted Assets (RWA)
reduced for minority shareholder capital contribution.

(ii) Without N Banka.
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Outlook 2023

Macroeconomic

A warmer-than-expected winter, energy savings, and fiscal
support measures helped to alleviate fears of imminent
energy shorftages in the euro area. Production levels should
benefit from improving supply conditions, while energy and
commodities markets are not expected to experience any
additional supply shocks. The inflation rate growth should
decrease, but remain elevated, due to the combined effects of
higher interest rates, tighter financial conditions, and alleviated
inflationary pressures stemming from commodities prices.
Private consumption should remain subdued in 2023 due to
declining purchasing power, as core inflation is to become the
predominant inflation driver. Muted private consumption and
uncertainty, stemming from continued although regionally
contained political fensions, are expected to be the main drag
on economic growth. The labour market fightness should
slightly decrease due to the stagnating economy, which

is expected to result in less pressure on wage growth and
consequently fewer second round effects driving inflation.
Overall, we see the euro area economy stagnating in 2023,
while the Group’s region economies are expected to grow 1.3%
on average in 2023. However, the Group’s region growth is set
to cool notably this year with the weaker euro area economy,
elevated inflation, declining real wages, geopolitical volatility,
and the war in Ukraine restraining household spending,
industrial production, and exports. On top of this, fighter
financing conditions could further subdue activity in most
countries of the region. More information is available in the
chapter Macroeconomic Environment, and the subchapter
Loans potential outlook for the Group’s Region.

Revenues

Interest income growth is expected to be primarily driven by
loan production, higher rates, and the productive use of liquid
assets. Moderate growth of net fee and commission income is
expected for 2023, mainly on the account of basic services such
as payments and cards, but also bancassurance and asset

management products. The continued increase of digital sales
activities, cross-sell, and new client acquisition should further
support the growth of net fee and commission income going
forward. Based on these expectations, the outlook for regular
income increased from the previously communicated of more
than EUR 850 million fo around EUR 900 million in 2023.

Costs

The Group confinues to pursue a strong cost containment
agenda addressing both employee and other cost elements.
Total costs continue to be impacted by the business
environment with a visible cost inflation throughout the region.
Additionally, the Group continues with its investment activities
into information fechnology upgrades amid the growing
relevance of digital banking. Moreover, infegration costs
associated with N Banka will contribute fo the tofal costs in
2023. All this will increase the costs, with the expectation for the
cost base of around EUR 490 million in 2023.

Loan growth and portfolio quality

The Group expects mid-single digit organic loan growth in 2023.
Slower loan growth is foreseen for 2023 after exceptionally high
new corporate and retail loan origination across all markets in
2022 that is also influenced by expectations of higher interest
rates.

In light of the war in Ukraine, increasing energy prices,
inflationary pressures, and a forecast of a decrease in economic
growth, the Group has thoroughly analysed potential impacts
on its credit portfolio and made the necessary adjustments.

The Group’s direct and indirect exposures toward Russia and
Ukraine are quite limited. The most affected industries are
carefully monitored with the intention to detect any additional
significant increase in credit risk at a very early stage. Increased
and prolonged inflationary pressures might cause some
deterioration of the credit portfolio quality in the retail segment,
though its impact should not be too excessive. As a result, the
Group strengthened the early warning system for this segment.

The Group remains very prudent in identifying any increase in
credif risk, as well as proactive in the area of NPL management.
Consequently, a well-diversified and stable quality of credit
portfolio is expected in 2023. Based on assessed environment,
the expected cost of risk in 2023 will be between 30 to 50 bps.

Liquidity

From a liquidity perspective, deposits at the Group level grew
in 2022, and it is expected they will continue to grow in the next
period. The liquidity position of the Group is expected to remain
very robust even if a highly unfavourable liquidity scenario
materialises, as the Group holds sufficient liquidity reserves
mostly in the form of high-quality liquid assets.

As major part of liquidity reserves, the Group closely monitors
its major bond portfolio positions, mostly sovereigns. Since
beginning of the crisis, the Group has been observing the rising
yield environment and the widening of credit spreads, which
materially impacted FVOCI positions in 2022. Consequently,
the Group will continue to carefully manage the structure and
concentration of liquidity reserves in order to limit the potential
sensitivity of regulatory capital.

Capital and MREL

The capital position represents a strong basis to cover all
regulatory capital requirements, including capital buffers and
other currently known requirements, as well as the Pillar 2
Guidance.

Wholesale funding in 2023 will be driven by the MREL
requirement, for this purpose the Bank infends to issue new
senior MREL eligible notes of approximately EUR 300 million.
This will lead to the Bank comfortably meeting binding MREL
requirement applicable as of 1 January 2024.

The Bank will become more frequent issuer on capital markets
in the following years, mainly for the purpose of MREL
compliance. The annual anticipated issuance / re-financing size
will be in the area of EUR 300 million.

MB Statement

SB Statement

Key Highlights
Strategy

Risk Factors & Outlook
Sustainability
Performance Overview
Risk Management
Events After 2022

Financial Report




Dividends

The Bank’s general intention is to distribute dividends on a
yearly basis, while at the same time fulfilling all regulatory
requirements, including the Pillar 2 Guidance and risk appetite.
The Group aims to maintain stable dividend growth and at the
same time have room to support organic growth and potential
M&A opportunities.

In the period between 2022 and 2025, the Bank envisages a
total capital return through cash dividends of EUR 500 million.
Dividends in the amount of EUR 100 million were paid in

2022, while for the year 2023 the Bank anticipates a dividend
payment in the amount of EUR 110 million.

M&A opportunities

The Group’s drive to deliver value fo the shareholders is subject
to organic growth and the capacity fo engage in further value
accretive M&A opportunities. Such opportunities for inorganic
growth will be subject to a diligent analysis of strategic,
financial, and other resource utilisation.

Sustainability

In 2023, the Group will continue to implement its sustainability
agenda in all three pillars of its Sustainability Framework. In the
Sustainable Financing Pillar, the primary focus of the Group will
be in the development and implementation of net-zero business
strategy and financing, as well as measurement of portfolio
emissions. The first targets related to reducing its footprint in
carbon-intensive industries will be published by the end of 2023.
In the Sustainable Operations Pillar, the Bank will continue to
adhere to high standard of corporate governance, which are
the foundation of sustainable operation, and will maintain
long-term relationships with key stakeholders. The Group will
also take measures to lower energy and resources consumption
and to increase energy efficiency, disclose all relevant ESG data
and further implement the EU Taxonomy. Focus will also be on
analysis and implementation of the newly adopted Corporate
Sustainability Reporting Directive, as well as the upcoming
Corporate Sustainability Due Diligence Directive. In the third
pillar, the Group will confinue with its active CSR programme
contributing to development of local communities and society
in all regions where the Group operates. Our sponsorship,
donations, and partnership projects will continue to be based
on supporting and following the UN Sustainable Development
Goals (UN SDQ).
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The Impact on
Operations of the
Russian invasion
in Ukraine

In 2022, the world was once again confronted with additional
new challenges, as the war in Ukraine had unprecedented
effects around the globe. The impact of the Russian invasion
in Ukraine is still present and will continue to affect the
economies to various degrees.

The impact on the global
economy and SEE region

The consequences of the war in Ukraine reached far beyond
the Ukrainian-Russian border as the conflict had a lasting
effect globally. Even prior to the beginning of the war in
Ukraine, commodity prices had risen substantially, and global
supply chains were strained. The start of the war exacerbated
these frends. The global economy was impacted by the war
through significant disruptions in trade, food, and fuel price
shocks, decelerating global economic activity and intensifying
inflationary pressures. The EU is among the most exposed
economies due to geographical proximity to the war and
heavy dependence on imports of fossil fuels from Russia.
Reduced exports from Russia have affected fossil fuel trade
and contributed to the steep increase in natural gas prices,
as the EU needed to refill gas storages by diversifying energy
suppliers. What is more, the wholesale price of electricity

in the EU’s internal market is directly linked to the price of

gas resulting in skyrocketing gas and electricity prices. High
energy prices affected the profitability of energy-intensive
firms, while inflationary pressures resulted in a sharp erosion
of households’ purchasing power and deteriorated consumer
sentiment. Real income losses, deteriorating economic
senfiment, and heightened uncertainty resulted in worsened
confidence also in the business sector amid high production
costs, supply bottlenecks, and fighter financing conditions. In
response to the cost-of-living crisis, European governments
implemented a range of policy measures at national and

supranational levels with policies tackling the impact of higher
costs on consumers and businesses, and policies aiming at
stabilisation and reduction of wholesale prices and ensuring
energy security. Countries of the Group’s region are in general
largely dependent on energy and food commodities imports. As
a consequence, globally rising prices resulted in a widening of
the current account deficits and double-digit inflation. The latter
weighed on households’ purchasing power and consumption
habits. To cope with the rising-cost-of-living crisis, governments
implemented different measures that were to lessen the burden
of the rising prices for households and businesses.

Impact on credit portfolio

In the light of the war in Ukraine, increasing energy prices,
inflationary pressures, and a forecast of a decrease in
economic growth, the Group has thoroughly analysed the
potentfial impact on the credit portfolio. Increasing prices

of raw materials, commodities, and energy may represent

an important factor for certain corporate clients. Additional
effects can be related to a potential gas shortage for certain
corporate clients with high dependency on the production cycle
mainly from steel, aluminium, glass, mineral, stone, chemicals,
and the paper industry. The Group is closely monitoring the
circumstances in the most affected industries (energy, transport,
aufomotive, construction, and food production) and is in close
communication with key clients to identify any changes in
business circumstances. The Group performed stress-testing
by applying adverse and severe scenarios, and the potential
estimated losses are perceived as sustainable. In contfrast,

the inflation pressure and prices of energy sources may limit
the credit capabilities in the retail segment. To enable early
identification of a significant increase in credit risk (SICR), the
Group strengthened the early warning system for the retail
segment in Q3 2022.

At the beginning of the war in Ukraine, the Group had limited
exposure fo Russian government bonds in the notional amount
of USD 22.0 million. In May 2022, Russian government bonds

in the notional amount of USD 14.0 million were fully repaid.
Therefore, on 31 December 2022, the Group had very limited
exposure to Russian government bonds with the notional
amount of USD 8.0 million, maturing in September 2023. In
February 2023, these bonds were sold. Further information is
available in Note 5.4. of the financial part of this report.

The Bank’s response to
clients’ needs

After the war started in Ukraine, the international market
environment has become strongly unpredictable and a higher
demand for and ufilisations of working capital facilities was
recognised. With the emerging of energy crisis, the Bank rapidly
responded to its clients’ needs and organised the arrangement
of new syndication financing to the respective energy sector.

In March 2022, the Bank decided to help refugees coming from
Ukraine. These customers received the management of the NLB
Basic package account free-of-charge for three months after
opening. For more information, see chapters Retail Banking in
Slovenia and Corporate and Investment Banking in Slovenia.

Impact on payment
transactions

The execution of payments to banks that were excluded from
the SWIFT area were stopped and all other payments to
other banks to Russia and Belarus were also stopped. This
action made these payments only possible after preliminary
consideration and obtained a positive opinion from the
authorities (compliance). The exchange of Russian rubles was
suspended.

N Banka — NLB's
contribution to financial
stability

NLB as a systemic institution responded responsibly and
decisively to the sudden challenge to the financial stability of
the Slovenian banking sector due to the Russian invasion. As a
complement to NLB'’s Slovenian franchise, and as contribution
to the financial stability of the Slovenian banking system,

NLB acquired Slovenian Sberbank in March 2022. With the
acquisition, NLB helped to provide certainty for Sberbank’s
customers and strengthen the stability of the Slovenian banking
sector.

After the stabilisation period and rebranding to N Banka,

the integration process started. The integration of N Banka
is running on frack, fargeting completion of the legal and
technical merger in September 2023.
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Acquisition

27 Feb 2022
SRB determines Sberbank Europe failing or likely to fail

1 Mar 2022
BoS Decision to utilize a resolution tool

1 Mar 2022
Decision to transfer all shares to NLB taken

2 Mar 2022
All the necessary approvals obfained

On 1 March 2022, NLB acquired 100% shareholding in
Sberbank, Ljubljana (subsequently renamed to N Banka) in the
course of the regulatory resolution procedure led by the Single
Resolution Board (SRB) and the BoS. By that NLB contributed

on one side to the financial stability of the Slovenian banking
sector, however, on the other side it also further improved NLB’s
market position in Slovenia.

Following the acquisition, NLB worked on the corporate image
of the new member of the Group that from 12 April 2022 now
operates under the name of N Banka. NLB took over the control
over the bank’s operations by setting a new Supervisory Board
of the bank on 30 June 2022, and also engaged in the process
of harmonisation with the Group standards, that finalised in Q3
2022.

In addition to contributing to the stability of the Slovenian
banking sector, there were also strategic and financial
rationales behind the acquisition, namely:

- Strafegic Rationale: The key rationale mofivating the
acquisition of N Banka was the optimisation of business
performance on one market. N Banka was running a
subscale operation (68% CIR, 53,000 clients, relatively
capped revenue base, costs increasing by approximately
12% in the last four years); considering the additional
capex investments needed to modernise the business and
keep up with the fechnology development in the coming
years, it would be difficult fo maintain a satisfactory level
of profitability of N Banka on a standalone basis. The
fransaction would complement NLB’s existing franchise
in Slovenia, particularly in the corporate and Small and
Medium-sized Enterprises (SME) segments which accountfed
for app. 56% of Sberbank’s net customer loans af the end
of 2021. Additionally, the planned merger would also bring
several benefits from the clients’ perspective, since they would
be able to receive a full range of products and services, and
so at the quality at the level of other NLB clients.

- Financial rationale: Integration of two banks would improve
market share in ferms of total assets to 30.2% in the Slovenian
banking system as per the end of 2022. NLB's capital position
has been strengthened by the inclusion of negative goodwill
(EUR 172.8 million) from the N Banka acquisition. From the new
production perspective, the acquisition was anticipated to
be earnings accretive already in 2023. Run rate synergies are
estimated at a level exceeding EUR 14 million by 2025. Total
integration costs are expected to be covered by synergies by
the end of 2025.

The infegration process

NLB conducted a detailed post-acquisition review, and in line
with the Management Board’s resolution of March 2022 started
the process for the merger of the bank with NLB. The defined
tfarget operating model confirmed NLB’s commitment to keep
its clients’ satisfaction as a clear priority. By the acquisition

N Banka’s clients were given the access to the Group benefits.

To ensure smooth and successful merger of N Banka, the Group
established a comprehensive and well-structured integration
project, that allows strong oversight of all integration initiatives,
implementation of all necessary tasks according to agreed plan,
and protection of the Group and its key stakeholder interests.

A complete and comprehensive integration of N Banka into

the organisational structure of NLB requires a merger to be
conducted on two levels — legal and operational. According

fo the plan, they are going to be executed simultaneously —

in September 2023.
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Financial performance

Table 11: Key performance indicators of N Banka®

in EUR thousands

2022
Key performance indicators
Net inferest income 25,270
Net non-interest income 10,453
Total costs -22,976
Impairments and provisions 925
Result before tax 13,672
Result after tax 1,085
Financial position statement indicators
Total assets 1,293,280
Net loans to customers 939,238
Gross loans to customers 955,035
Deposits from customers 898,768
Equity 186,423
Key financial indicators
Total capital ratio 21.4%
Net interest margin 2.0%
CIR 64.3%
NPL volume 23,633
NPL rafio (internal def.: NPL/Total loans) 1.9%
Market share by total assets 2.6%
LTD 104.5%

(i) Data on a stand-alone basis for the period March-December as included in the
consolidated financial statements of the Group. For year 2021, comparable data are
not available. N Banka internal calculation of net interest margin and total capital
rafio.

Since N Banka is in procedure of integration, the bank

is running its business under special circumstances. The
contribution of N Banka to NLB Group total assets and loans to
customers amounted to 5% and 7% respectively at the end of
2022. Loans portfolio was decreasing in 2022 as per integrafion
plan and transferring of business clients from N Banka to NLB.
Deposit base also decreased, however cash position and
financial assets sum up to around 20% of the total assets and
represents liquid assets which could be fransferred to cash
fast, if need for liquidity arises. Contribution to revenues and
cost to the Group was approximately 5% in 2022. Full potential
contribution is expected in 2025 when run-rate synergies kick
in from employee optimization, IT synergies, head quarter
synergies and other general and administrative expenses.

Business performance

Retail banking

Clients are the core focus of the CGroup. Therefore, in the
merging process, special attention to client retention is paid,
aiming at the smallest possible churn rate. At the end of the
year, N Banka had 40,068 clients in the private individuals’
segment, of which 86% were active clients. In future, we expect
a strong commercial push fo activate the remaining idle
customer base, to increase the cross sales of clients, for loan

penetration, e/-m-bank usage, and bancassurance penetration.

Corporate banking

With the executed acquisition and initiated integration process

with the Bank, the corporate segment of N Banka was primarily

focused on the following goals:

- active integration of business and clients in the Group;

- continued active financing of all existing corporate clients,
primarily in the SME segment with working capital facilities;

- continue executing project financing deals;

- active processing of new financing products under special
schemes from “Slovenski podjetniski sklad” and from “Sklad
skladov” in cooperation with the SID bank.
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Client care and responsible risk management are
key to success; however, our results are foremost an
indicator of the dedicated work of our whole team.
In 2022, NLB Banka, Sarajevo was recognized as

the second most desirable employer in the financial
sector in BiH, which further confirmed our efforts to
promotfe human-cantered values, the development
of human potential, prosperity, and continuous
learning and trust.

We are also proud of other recognitions, for
example of the Golden BAM award for the most
successful bank in the category growth in loan
market share; and the Best Business Move

in Tourism by Indikator.ba for the project of
developing winter tourism.

We believe that the best is yet to come, look forward
to the upcoming challenges and the footprints we
will create continuing to justify the trust given to us
by shareholders, partners, and clients.
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Sustainability

An important part of our mission — besides taking care for our
customers with our commitment, knowledge, and innovative
solutions — is to create a better life and a better future for

us all. That is why the Group has embarked on the path of
intensive integration of sustainability into its operations and
business model. In the broadest sense, the Group understands
sustainability as its operations that meet the needs of this
generation and simultaneously preserve the opportunities of
future generations.

Implementation of
sustainability into the
Group’s business model

In 2022, the world, and especially Europe, was faced with
impactful geopolitical changes which had direct influence on
the role of sustainability not only in business, but in our every-
day lives as well. The shift towards net-zero became ever more
important, and in the EU the sustainable agenda received
strong regulatory support with the adoption of the Corporate
Sustainability Reporting Directive. Being aware of the changes
and their far-reaching consequences, the Group has made
important steps forward in implementing Sustainability info its
operations and business model, and has also received its first
external ratings for its endeavours.

Sustainability Framework

In 2022, the Group continued to implement the activities as
ouflined in the NLB Group Sustainability Framework. Substantial
progress has been made in all three pillars (Sustainable
finance, Sustainable operations, and Contribution to society)
alongside with implementation of public targets as announced
in Sustainability report 2021. Special attention was given to
implementation within the Group, having a direct effect on the
improved level of comprehensiveness of sustainability.

Net-zero Banking Alliance

After successful feedback on the Banks’ first self-assessment
report on implementing the United Nations Environment
Programme Finance Initiative’s Principles for Responsible
Banking (UNEP FI PRB), the Group has committed itself to

contfributing fo a climate-positive future. In May 2022, NLB

(as the first bank from Slovenia) officially became a member
of the United Nations-Convened Net-Zero Banking Alliance.
With this step, the Bank made a pledge to align the bank’s
lending and investment portfolio with net-zero emissions by
2050, and published its first target, which will focus on priority
sectors where the Bank can have the most significant impact,
i.e., the most GHG-intensive sectors within their portfolios.

For this purpose, the Group started with a portfolio emissions
measurement and formed its net-zero business strategy.

ESG Rating

In December 2022, NLB received an ESG Risk Rating of 17.7 and
was assessed by Sustainalytics to be at low risk of experiencing
material financial impacts from ESGC factors, due fo its medium
exposure and strong management of material ESG issues.
NLB’s efforts in the field of sustainability encompass the
environmental, social, and management aspects.

Carbon Footprint

After last year, the Group calculated its first operational carbon

footprint for the years 2019—2021, special attention was given to

reduction measures in 2022. In the field of energy consumption,
the Group (where energy market rules allow) was supplied with
electricity from zero-carbon sources. Extensive activities went
on in the following areas:

- energy efficiency — possibilities for the continuation of energy
consumption (electricity and heating) decreasing were
reviewed,

- renewable energy production — a review of the Group’s
premises for setting up solar power plants and a review of
renewable power purchase agreements,

- transformation of the NLB car fleet — NLB Group Sustainable
Car Fleet Management and Company Car Policy was
successfully adopted and marks the start of the replacement
of ICE vehicles for electric and hybrid,

- office space-demand optimisation.

For the purpose of calculation of GHG Protocol Category 15
(credit portfolio GHG emissions), several important activities
started in 2022. For larger corporate clients, the Bank

initiated direct Scope 1, Scope 2, & Scope 3 data gathering
processes, whereas for the SME and micro segments the Bank
developed its own proxies. In residential mortgages, the most
important input for GHG calculation are the buildings’ energy
performance certificates. By end of 2022, the Bank formed the
emission calculation for the Slovenian market, whereas in the
Region this process will continue and will be developed in 2023.

Sustainable Financing

The Group successfully started to fulfil its publicly announced
target to generate at least EUR 785 million of new sustainable
corporate financing by 2030. In 2022, the Group strengthened
its activities in ESG financing and achieved EUR 166.9 million

of new loans, out of which EUR 105.5 million in Slovenia. The
purpose of financing throughout the region was to support
wind farms, solar projects, biomass projects, energy efficient
buildings. The Group arranged and co-arranged several larger
projects financings, including major residential real estate in
Bosnia and Hercegovina and a large renewables project in
Serbia. The Bank upgraded its Green loan offer with two new
loans for legal entities — the NLB Green loan for investments

in energy efficiency of business buildings, and the NLB Creen
loan for reducing carbon footprint. Besides that, the Bank
signed a partnership confract with two providers of the Green
partner loan, covering renewable energy and energy efficiency
purposes for private individuals and legal entities. A substantial
amount of time was dedicated to training our employees,
whereas sustainability has been the central topic in all our
regional events with our clients.

EU Taxonomy

To determine the eligibility of the portfolio, the Bank followed

a sector approach (based on Stafistical Classification of
Economic Activities in the European Community (NACE) codes).
In such manner, EU Taxonomy was implemented in the credit
process where credit application was amended with display

of listed/nof listed activity based on NACE and SKD activity.
Representatives of the Bank are also actively involved in EU
Taxonomy Task Force af the Slovenian Bank Association.

ESG Risk Management

In 2022, the Group confinued with the implementation and
upgrading of its environmental and social risk management
requirements in line with ECB and EBA guidelines, showing

in enhancement of the existing stress-testing framework and
integration of ESG risks info the existing risk-management
framework. As a systemically important institution, the Group
successfully participated in the 2022 ECB Climate Stress test
exercise. Being part of the Bank Association of Slovenia working
groups, NLB experts participated in the preparation of ESG
questionnaires on client & transaction levels, which result in an
infernal ESG rating. In recent years, the Bank signed Framework
Agreements with the EBRD and the Contract of Guarantees

with Multilateral Investment Guaranftee Agency (MIGA), whereas
environmental and social performance requirements were
implemented within the loan approval process (preparation
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https://www.nlb.si/nlb-sustainability-framework.pdf
https://www.nlb.si/sustainability_report_2021.pdf

of manuals & process instructions and their implementation
throughout the Group). More information is available in the Risk
Management chapter of this report.

Sustainability Training

With the goal to enhance and further develop the skills and

knowledge of employees, strong focus was given to different

levels and manners of sustainability training, namely:

- external (expert) ESG training programmes,

- internal workshops to facilitate the upgrading of employee
skills in the ESG area (ESG Documentary Framework —
Commitments & Regulatory Requirements with Overview of
Environmental and Social Management System (ESMS) in
NLB and NLB Group),

- workshops where comprehensive integration of ESG
elements into the Group’s risk management framework and
corresponding data requirements were presented,

- regular training for NLB Group Supervisory Board members,

- providing essential information on sustainability and its
implementation to the Group to competence lines and
working groups in the Group.

NLB Group Sustainability Governance Structure
With the adoption of the NLB Sustainability Programme at

the end of 2020, and the implementation of the NLB Group
Sustainability Framework in the fall of 2021, the Group
accelerated implementation of sustainability elements into its
business model and upgraded sustainable operations of the
Bank. Sustainability is centrally managed by a coordination
tfeam in NLB, which regularly reports to the Management and
Supervisory Board. The sustainability feam closely works with
regional ESG coordinators and ESMS Officers, who manage
the topic on the Group level. All relevant internal stakeholders
(Management board of NLB and the Group members,
designated directors, ESG coordinators, and ESMS officers)
convene on a quarterly basis at the Sustainability Committee
chaired by the CEO, which serves as a forum to address the
most relevant sustainability topics. In 2022, four regular and one
ad hoc sessions were carried out. For more information, please
refer to the chapter Corporate Governance and the NLB Group
Sustainability Report 2022.

NLB Group Sustainability Day

For its employees, the Bank organised its first Group-wide
sustainability awareness event — ‘NLB Group Sustainability
Day.’ The main goal was fo increase awareness, understanding,

and the impact of sustainable development and sustainable
financing among employees within the Group in order to
successfully infegrate ESG factors in the Bank’s operations.

Other Sustainability-related Topics

Many of these outcomes reflect ongoing, long-term challenges,
but at the same time they reflect the Group’s ability to reach
fangible results in this area. It should be mentioned that in
2022 several other sustainability-related topics were regularly
addressed, such as:

- Procurement

- Remuneration policy

- Digitalization

- Diversity policy

- CSR projects corresponding fo UN SDGCs

- Talent development and caring for employees

- Partnership and capacity-building

- Innovation

Outlook

In 2023, the Group will continue to implement its sustainability
agenda in all three pillars. In the Sustainable Financing Pillar,
the primary focus of the Group will be in development and
implementation of net-zero business strategy and measurement
of portfolio emissions. First targets related to reducing its
footprint in carbon-intensive industries will be published

by the end of 2023. The Group will continue its engagement

in confributing to sustainable finance by incorporating
environmental, social, and governance risks into its business
strategies, risk management framework, and internal
governance in accordance with ECB and EBA guidelines and
best banking practises. The Group aims fo improve its ESG
rating and will finalize implementation of EBRD environmental
and social performance requirements in its business model. The
Group will continue to support its clienfs in their green transition
— fine tfuning its products and expanding its green financing.

In the Sustainable Operations Pillar, the Group will disclose all
relevant ESG data and further implement the EU Taxonomy.
Focus will also be on analysis and implementation of the newly
adopted Corporative Sustainability Reporting Directive, as

well as the upcoming Corporate Sustainability Due Diligence
Directive. The Bank will further strengthen sustainability
governance and will put extra effort in standardisation of
sustainability throughout the Group. On the operational

side, the Group will continue to lower its carbon footprint

by implementing energy efficiency and energy resources
management. NLB will sign the Commitment to respect Human
rights in business, which is part of the National Action Plan on
Business and Human Rights of the Republic of Slovenia, and
appoint a Human Rights Custodian fo monitor and manage
human rights compliance. The Bank will continue to offer
regular (internal and external) sustainability frainings o all

its employees and new activities to the related well-being of
employees and in line with the Full Family Friendly Company
certificate. A NLB Procurement team will upgrade all relevant
infernal acts for the inclusion of ESG criteria in the supply chain.

The Group will continue with its contributions to local
communities. To raise the level of sustainability awareness
among employees, the Bank will again organising the

NLB Group Sustainability Day, which aims at presenting
sustainability-related topics, holding lectures by prominent
sustainability experts and other educational activities. Our
sponsorship and donations will continue to be based on
supporting and following the UN Sustainable Development
Goals.

For more information, please refer to:

- the chapter Risk Management, subchapter Incorporating ESG
Risks

- the Chapter Corporate Governance

- Note 6 of the financial part of the report

- the chapter Statement of Management of Risk

- the NLB Group Sustainability Report 2022

- the Pillar 3 Disclosures
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Corporate Social
Responsibility

The Group remains determined in its intention to create better
footprints in its home region. It strives to increase the share of
CSR activities that pursue the UN SDG every year. The Group’s
target for 2022 — at least 40% of all CSR activities in every bank
member should be aligned with UN SDG — was achieved, even
more, it was even exceeded. More information is also available
in NLB Group Sustainability Report 2022.

Environmental care — #FframeOfHelp focused
on sustainable ideas

In 2022, the Group continued with the #FrameOfHelp project
for the third consecutive year, this time offering opportunity to
regional companies that prioritise sustainable ideas. As many
as 300 companies participated in the project with which the
Group sought sustainable solutions to challenges of the future.
Among 60 finalists, three regional winners were selected and
awarded sponsorship funds and professional consulting on
the successful infroduction of sustainable business info the
company's strategic and operational processes. The awarded
companies presented solufions on circular economy with
arfificial infelligence being the key, water consumption and food
production, and modern technology to face the threat of fires.

Support for professional and youth sports

The Group's socially responsible operations are traditionally
focused on the strong promotion of sports. Its goal is fo raise
awareness about the importance of physical exercise for
preserving health, which during the previous years was a
common concern and focused public's aftention on the positive
impact that sport has on rehabilitation, socialisation, and
inclusion. The Group is particularly proud of the long tradition
of NLB Youth Sports project in Slovenia (in 2022, the project
continued for the eighth consecutive year with NLB supporting
65 sports clubs) and NLB Wheel — an International Wheelchair
Basketball League.

Culture and protection of cultural heritage

Most of the Group's efforts in protection of cultural heritage in
2022 were concenfrated on Bankarium, the Slovenian Banking
Museum. Founded by NLB, it is the first and only banking
museum in the country. Visitors can walk through a 5,000-year-
old history of world banking in a multimedia introduction,
explore the 200-year-old banking heritage on the Slovenian
territory, learn about all the currencies that were valid here
during this period, as well as different economic systems, a
major banking institution, and key personalities of the Slovenian
banking system.

Business and financial literacy
As a financial mentor, the Group is dedicated to counselling in
the field of financial literacy. Bankarium is therefore not just a

museum — it is also a financial literacy centre where visitors,
mostly schoolchildren, can play digital games and quizzes,
and learn or check their financial literacy in a playful way.
Furthermore, NLB Banka, Podgorica helps customers with

a special web platform within the web portal, offers advice
and knowledge on social networks, and teaches courses af
elementary schools and preschool institutions. NLB Banka,
Sarajevo supports the Youth Business Camp — a project that
educates and implements workshops with young people who
want to develop in the business world.

Humanitarian activities -

End of the year charitable donation

The Group concluded 2022 with charitable donations in all
of the markets of its operations in a total amount of more
than EUR 500,000 to various associations, humanitarian
organisations, and groups, chosen by employees.

Inclusiveness — EBRD Support Program
"Women in Business"

NLB Banka, Podgorica, the bank of primary choice for more
than 32% of registered businesses managed by women in
Montenegro, is the first commercial bank in this country that
joined the EBRD Support Program "Women in Business", with
the aim of supporting the potential of female entrepreneurs,
providing access fo financing, but also to the knowledge
needed for business growth.
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Overview of Financial
Performance

- Net interest income increased EUR 69.8 million YoY without N

Banka’s contribution mostly due to a higher volume of loans.
Interest rates on loans and on central bank balances were
also increasing in the second half of the year - which had
positive influence on inferest income.

- Net fee and commission income increased 12% YoY without N

The Group achieved a profit after tax in the amount of EUR
446.9 million, 89% or EUR 210.5 million more than the year
before (2021: EUR 236.4 million), with the EUR 184.1 million
contribution of N Banka.

The Group’s result is based on the following key drivers:

- Acquisition of N Banka, with a positive effect from negative
goodwill in the amount of EUR 172.8 million.

- EUR 2,493.9 million YoY increase of the Group’s gross loans
to customers, with EUR 953.7 million increase due to the
acquisition of N Banka; impressive new loan production with
increasing interest rates supported growth of net interest
income.

- Anincrease of the deposit base of the Group, EUR 2,386.9
million YoY, of which EUR 898.5 million due to the acquisition
of N Banka.

Figure 6: Profit after fax of NLB Group — evolution YoY (in EUR millions)

Banka’s contribution; the increase was recorded in all banks
of the Group, in the Bank by EUR 9.6 million due to higher fees
from cards, payments, investment funds and bancassurance
products, and income from high balance deposit fee, which
was cancelled in August. This cancellation negatively affected
nef fee and commission income, but was compensated with
positive evolution of the interest income for central bank
balances.

- Total costs increased YoY in most Group banking members,

due fo increasing employee costs and other general and
administrative expenses, mostly related to the overall inflation
in the region.

- The Group established net impairments and provisions for

credit risk in fotal amount of EUR 17.5 million, with portfolio
development along with the portfolio growth being the key
factors for the establishment, while the impact was partially
offset by releases of provisions from successful collection of

previously written-off receivables. Other impairments and
provisions were net established in the amount of EUR 11.4
million.

- ROE a.t. stood at 19.9% or 12.2% without inclusion of negative

goodwill (N Banka EUR 172.8 million, NLB Lease&Go Leasing,
Beograd EUR 0.1 million).

- Cost of risk was 14 bps, with good asset quality trends and a

decisive workout approach.

- A strong Total Capital Ratio (TCR) of 19.2%, mainly due to

inclusion of negative goodwill from N Banka, partial inclusion
of 2022 result, and new AT1 and Tier 2 nofes.

- The multi-year declining trend of the non-performing credit

portfolio stock continued, mostly due to repayments, cured
clients, collection, and the sale of claims. The combination

of successful resolution of NPL and credit growth of a high-
quality portfolio resulted in the decrease of gross NPL rafio
(EBA def.) from 3.4% to 2.4% YoY, and the NPE ratio (EBA def))
by 0.4 p.p. YoY to 1.3%.

- Unencumbered liquidity reserves portfolio amounted to

EUR 9,187.5 million (39.0% of total assets).
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Recurring profit before impairments and provisions of the
Group totalled EUR 318.7 million, EUR 93.2 million or 41%
higher YoY, with a EUR 9.6 million contribution from N Banka.
In ©2 2022, the result before impairments and provisions was
influenced by a one-tfime yearly payment of regulatory costs

in the Bank (EUR 2.1 million Single Resolution Fund (SRF) and
EUR 7.6 million Deposit Guarantee Scheme (DGS)), while in Q4
various non-recurring effects were recorded (e.g., volatility of
financial markets, exchange rate differences, and the valuation
of real estates).

Figure 7: Result before impairments and provisions of NLB Group
(in EUR millions)
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All banks reported a profit on stand-alone basis and positively
contributed to the Group’s result. The largest contribution of
EUR 184.1 million came from N Banka due to negative goodwill
from the acquisition, followed by confribution of the Bank and
NLB Komercijalna Banka, Beograd with EUR 83.3 million and
EUR 66.2 million, respectively. The YoY confribution of the Bank

was lower due to higher total costs, higher net impairments and

provisions, and the positive effects from non-recurring items

in 2021. However, it was partially neutralized by higher regular
income. SEE banks contributed 39% to the Group result with
growth achieved in all banks, except NLB Banka, Skopje. For
more information on banks’ operations, please refer to chapter
Strategic Foreign Markets.
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Figure 8: Profit after tax by company — contribution (in EUR millions)
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(i) Result for 2021 for NLB Banka, Podgorica includes also result of Komercijalna Banka, Podgorica (merger in November 2021)
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Balance sheet volume of the Group totalled to EUR
24,160.2 million af the end of the year, with an 83% share
of the total funding represented by customers’ deposits to
support lending activity with LTD ratio at 65.3%.

Figure 9: Balance sheet structure of NLB Group on
31 December 2022 (in EUR millions)

State loans
2.3%
Corporate Individual
loans loans
47.0% 50.7%

24,160

Other assets
715

Cash equivalents
& placements
with banks

5,494

Net loans
to customers
13,073

Assets

LTD
65.3%

24,160
Total equity

2,422

Deposits from banks and
central banks & Borrowings

388
Deposits from
customers
20,028
State deposits
Corporate 2.6% Individual
deposits deposits
27.8% 69.6%

Liabilifies

MB Statement

SB Statement

Key Highlights
Strategy

Risk Factors & Outlook
Sustainability
Performance Overview
Risk Management
Events After 2022

Financial Report




Income statement

Table 12: Income statement of NLB Group and NLB

NLB Group in EUR millions
2022 2021 Change YoY Q42022 Q32022 Q22022 Q12022
o/w N Banka
contribution
Net interest income 504.9 409.4 95.6 25.7 a 23% 151.8 126.7 18.6 107.8
Net fee and commission income 273.4 237.2 36.2 8.1 a15% 69.2 70.5 69.1 64.5
Dividend income 0.2 0.2 0.0 0.0 4 9% 0.0 0.1 0.1 0.0
Net income from financial transactions 36.6 38.4 -1.8 -7.0 v -5% 12.6 10.3 85 52
Net other income -16.6 -18.3 17 8.8 a 9% 12 -2.0 -12.7 -3.0
Net non-interest income 293.6 257.6 36.1 99 a 14% 83.0 78.9 65.0 66.7
Total net operating income 798.5 666.9 131.6 35.6 4 20% 234.9 205.6 183.6 174.5
Employee costs -257.7 -231.3 -26.3 -14.2 v -11% -71.2 -63.7 -65.2 -57.5
Other general and administratfive expenses -155.2 -137.5 -17.7 -6.8 v -13% -44.2 -38.3 -39.0 -33.7
Depreciafion and amortisation -47.4 -46.5 -0.9 -1.9 v -2% -12.2 -1n.9 -11.8 -1n.5
Total costs -460.3 -415.4 -44.9 -22.8 v -11% -127.7 -13.9 -116.0 -102.7
Result before impairments and provisions 338.3 251.5 86.7 12.7 4 34% 107.2 91.7 67.6 7.8
Impairments and provisions for credit risk -17.5 35.8 -53.3 -1.6 - -25.0 9.8 1.6 -4.0
Other impairments and provisions -1.4 -27.1 15.7 2.6 A 58% -6.3 0.2 -4.9 -04
Impairments and provisions -28.9 8.8 -37.6 11 - -31.2 10.0 -3.3 -4.4
Subeidiaries, assocares. and jom venrures 08 1 03 00 v -30% 04 04 10 06
Negative goodwill 172.9 0.0 172.9 172.8 - 0.1 0.0 0.0 172.8
Result before tax 483.1 261.4 221.7 186.6 4 85% 75.7 101.3 65.2 240.8
Income tax -25.2 -13.5 -1.7 -2.6 v -86% -42 -10.4 -5.4 -5.2
Result of non-controlling interests 1.0 n.5 -0.5 0.0 v -4% 24 01 43 41
Result after tax 446.9 236.4 210.5 184.1 A 89% 69.1 90.8 55.5 231.5
NLB in EUR millions
2022 2021 Change YoY Q42022 Q32022 Q22022 Q12022
Net interest income 177.0 139.1 37.9 a27% 57.2 423 39.7 37.9
Net fee and commission income 129.1 19.6 9.6 a 8% 31.3 337 32.3 31.8
Dividend income 56.0 79.6 -23.6 v -30% 21.6 0.8 242 9.5
Net income from financial transactions 91 19.0 -9.9 v -52% 33 27 1.9 11
Net other income =51 42 -9.3 - 21 2.0 -7.5 -17
Net non-interest income 189.2 222.4 -33.2 v -15% 58.4 392 50.9
Total net operating income 366.2 361.5 4.7 21% 115.6 81.5 90.6
Employee costs -17.3 -107.0 -10.3 v -10% -32.9 -28.4 -29.5
Other general and administrative expenses -73.6 -59.1 -14.5 v -24% -22.9 -17.4 -17.9
Depreciation and amortisation -17.0 -17.5 0.5 a 3% -4.2 -4.2 -4.3
Total costs -207.9 -183.6 -24.3 v -13% -60.0 -49.9 -51.6
Result before impairments and provisions 158.3 177.9 -19.6 v -11% 55.5 31.6 39.0
Impairments and provisions for credit risk -14.7 261 -40.8 - -8.0 -2.8 -4.6
Other impairments and provisions 20.4 7.5 13.0 a173% 20.5 0.0 -0.1
Impairments and provisions 5.8 33.6 -27.8 v -83% 125 -2.9 -4.7
Result before tax 164.1 2115 -47.4 v -22% 68.1 28.7 343
Income tax -4.5 -3.0 -14 v -47% =27 -14 -0.1
Result after tax 159.6 208.4 -48.8 v -23% 65.4 27.3 34.2
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Net interest income

Figure 10: Net inferest income of NLB Group (in EUR millions)
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Net interest income of the Group accounted for 63% of the
Group’s total net revenues (2021: 61%) and totalled EUR 504.9
million. Out of the EUR 95.6 million increase, EUR 25.7 million
was confributed by N Banka.

Not considering the confribution of N Banka, a higher level of
inferest income was achieved YoY, as a result of higher volumes,
increase of key ECB and reference interest rates, and repricing
of new loan production as a response to the rising inflation
environment.

Interest expenses were influenced by the Bank's repayment of
Targeted Longer-Term Refinancing Operations (TLTRO)
financing with the ECB at a very favourable interest rate of -1%
p.a.in June, issue of MREL-eligible Senior Preferred notes in
the amount of EUR 300 million in July, and subordinated Tier
2 notes in the aggregate nominal amount of EUR 225 million

in November. These new issues increased interest expenses
for EUR 8.8 million in second half of the year. In contrast, the
inferest expenses for deposits in SEE banks decreased due to
the decrease of interest rates.

151.8

18.6 1267 87

7.9

2.8 81
120.2 125.7 134.6 161.6

022022 032022 Q42022

Figure 11: Net interest margin and Operational business margin of NLB
Group® (quarterly data)
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== Nef inferest margin
Operational business margin

(i) Calculated on the basis of average interest-bearing assefs.

EUR
798.5

million
of fotal net operating
income

Consequently, the annual net interest margin of the Group was
improved by 0.23 p.p to 2.30% in 2022. The annual operational
business margin was 3.57%, 0.29 p.p. higher YoY, due fo net
inferest income and net fee and commission income growth.
The increase in last quarter was solely due to the net interest
income growth.
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Net non-interest income

Figure 12: Net non-interest income of NLB Group (in EUR millions)
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B Non-recurring other net non-interest income
The net non-interest income reached EUR 293.6 million, of rate differences, valuation of real estates). At the same time, the
which EUR 9.9 million was contributed by N Banka. A major 2021 result was positively affected by non-recurring valuation
part of the net non-interest income has been derived from the income in the amount of EUR 14.8 million from the repayment
net fee and commission income, which grew YoY, mostly in the of exposure classified as non-performing, EUR 9.0 million of
Bank (higher fees from investment funds and bancassurance other operation income from the settlement of a legal dispute,
products, high balance deposit fee, and higher fees from cards and negatively affected by a EUR 8.1 million loss from the sale of
and payment services). Komercijalna Banka, Banja Luka.
No major one-offs that influenced net non-interest income In Q3, two important effects on net fee and commissions were
were recorded in the current year, just various smaller ones, observed, the cancellation of the high balance deposit fee, and
in the fotal amount of EUR 19.5 million, the majority of which the Serbian central bank decision to contain retail fees for a
occurred in Q4 (e.g., volatility of financial markets, exchange limited period.
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Total costs

Figure 13: Total costs of NLB Group (in EUR millions)
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(i) Further information available in the Note 4.9. of the financial part of the report.

Total costs amounted to EUR 460.3 million of which EUR 22.8
million from N Banka. Without the N Banka contribution, the
costs increased YoY by EUR 22.1 million due to an increase in
the Bank and in most of the SEE banking members. The Group
is affected by the inflation and rising employee, material, and
energy costs, but has successfully kept them under control.
The largest YoY increases were recorded on employee costs
(EUR 12.2 million without N Banka contribution) and general
and administrative expenses (EUR 10.9 million without N Banka
confribution) with increasing marketing costs, especially in the
Bank related to the acquisition of N Banka and merger of the

Group banks in Serbia (NLB Banka, Beograd and Komercijalna
Banka, Beograd), electricity costs (EUR 4.3 million higher YoY),
and software maintenance (EUR 2.7 million due to the N Banka
acquisition).

Distribution of costs throughout the year was regular, with
higher share occurring in the last quarter of the year (28% of
total costs in current and previous year).

The Group is undertaking several strategic initiafives (channel
strategy, digitalization, going paperless, lean process, branch

network optimisation, efc.) to keep costs low. However,

given the circumstances and economic situation, significant
inflationary pressures have been noficed across all cost
categories consuming much of the successful efficiency
measures across the Group, and specifically in Serbia.
Combined with further planned investments into technology
enhancements across the Group, upward cost trends are
expected for 2023 which will still be a transition year with regard
fo integration processes in Serbia and Slovenia.

CIR stood at 57.6%, a 4.6 p.p. decrease YoY.
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Impairments and provisions

Figure 14: Impairments and provisions of NLB Group (in EUR millions)
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N Banka 12 month expected credit losses recognised at acquisition date

The Group established net impairments and provisions

for credit risk in the amount of EUR 17.5 million. Portfolio
development along with the portfolio growth during 2022

was the key factor contributing to the establishment of net
provisions. At the same fime, expected 12-month credit losses
were recognised at the acquisition date for the performing
portfolio of N Banka (EUR 8.9 million). As a result of less
favourable macroeconomic forecasts and risk, parameters
deteriorated, and additional impairments and provisions were
formed in Q3 and Q4 2022. The positive effects derived also
from a successful collection of previously written-off receivables
due to successful NPL resolution, mostly in the corporate
segment.

o
S
o

-31.2
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Other impairments and provisions were established in the
amount of EUR 11.4 million, of which EUR 4.6 million and EUR
5.7 million for the reorganisation in NLB Komercijalna Banka,
Beograd and N Banka, respectively. In contrast, EUR 8.4 million
provisions for contingent liabilities, which were recognised at
the acquisition of N Banka, where released in December, when
the possible obligafion ceased o exist.

The Group’s cost of risk settled at 14 bps.
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Statement of financial position

Table 13: Statement of financial position of NLB Group and NLB

NLB Group in EUR millions
31 Dec 2022 31 Dec 2021 Change YoY 31 Dec 2022 30 Sep 2022 30 Jun 2022 31 Mar 2022
o/w N Banka
ASSETS
gﬁfehr' ggi‘g&%'%g‘;fsﬁ; ‘;ﬁ@;ﬂkzonks' and 5.271.4 20240 5,005 2663 45% 5271.4 4914 43211 48654
Loans to banks 223.0 0.0 140.7 823 a 58% 223.0 210.7 176.8 162.8
Net loans to customers 13,073.0 937.9 10,5871 2,485.9 4 23% 13,073.0 12,925.3 12,620.2 12,108.7
Gross loans to customers 13,397.3 953.7 10,903.5 2,493.9 a23% 13,397.3 13,244.0 12,944.2 12,434.6
- Corporate 6,345.7 589.3 4,996.0 1,349.7 a27% 6,345.7 6,321.7 6,213.5 5,884.6
- Individuals 6,743.4 363.6 5,621.1 1,122.4 4 20% 6,743.4 6,635.5 6,445.0 6,242.1
- State 308.2 0.8 286.3 21.8 a 8% 308.2 286.9 285.7 307.9
Impairments and valuation of loans to customers -324.4 -15.8 -316.3 -8.0 v -3% -324.4 -318.7 -324.0 -325.9
Financial assetfs 4,877.4 621 5,208.3 -330.9 v -6% 4,877.4 4,765.1 4,919.5 5,219.9
- Trading book 21.6 0.0 77 13.9 4 181% 21.6 21.3 14.9 10.9
- Non-trading book 4,855.8 621 5,200.6 -344.8 v -7% 4,855.8 4,743.8 4,904.6 5,209.0
Investments in subsidiaries, associates, and joint ventures n7 0.0 n.5 0.2 al% n7 n.9 13.1 121
Property and equipment 2513 7.9 247.0 43 42% 2513 255.8 252.6 254.0
Investment property 35.6 1.0 47.6 -12.0 v -25% 35.6 37.4 453 48.2
Infangible assefs 58.2 1.5 59.1 -0.8 v -1% 58.2 552 55.3 57.8
Other assets 358.6 16.2 2711 87.5 a 32% 358.6 325.0 326.3 290.2
TOTAL ASSETS 24,160.2 1,229.0 21,577.5 2,582.7 A 12% 24,160.2 23,497.8 22,730.3 23,019.1
LIABILITIES
Deposifs from customers 20,027.7 898.5 17,640.8 2,386.9 a14% 20,027.7 19,573.1 19,1511 18,525.8
- Corporate 5,565.6 447.4 4,463.7 1,101.9 a 25% 5,565.6 5,387.4 5,091.8 4,934.8
- Individuals 13,948.7 409.6 12,680.8 1,268.0 4 10% 13,948.7 13,569.2 13,498.1 13,097.3
- State 513.4 415 496.4 17. a 3% 513.4 616.5 5612 493.6
Deposits form banks and central banks 106.4 0.0 71.8 34.6 a 48% 106.4 108.3 138.0 115.0
Borrowings 2811 16.2 932.6 -6515 v -70% 2811 322.0 326.8 1,241.0
Subordinated debt securifies 508.8 0.0 288.5 2203 a76% 508.8 290.4 287.8 287.0
Other debft securities in issue 307.2 0.0 0.0 307.2 - 307.2 302.6 0.0 0.0
Ofther liabilities 506.7 33.0 427.6 791 418% 506.7 504.3 507.6 474.3
Equity 2,365.6 181.3 2,078.7 286.9 a14% 2,365.6 2,339.8 2195.6 2,254.4
Non-controlling inferests 56.7 0.0 137.4 -80.7 v -59% 56.7 57.2 123.5 121.6
TOTAL LIABILITIES AND EQUITY 24,160.2 1,229.0 21,577.5 2,582.7 A 12% 24,160.2 23,497.8 22,730.3 23,019.1

(i) Excluding funding provided by NLB in the amount of EUR 64.0 million.
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NLB in EUR millions
31 Dec 2022 31 Dec 2021 Change YoY 31 Dec 2022 30 Sep 2022 30 Jun 2022 31 Mar 2022
ASSETS
cash c‘jgfr:‘o%'?;;‘;eossﬁ; central banks, and 3,339.0 32504 88.6 3% 3,339.0 3,0191 2368.6 3127.4
Loans to banks 350.6 199.3 151.3 a76% 350.6 278.2 300.9 406.6
Net loans to customers 6,062.3 5,153.0 909.3 4 18% 6,062.3 5,931.7 5,655.5 5,327.7
Gross loans to customers 6,157.4 5,250.4 907.0 al7% 6,157.4 6,024.8 5,753.0 5,426.8
- Corporate 2,9471 2,411 536.0 a 22% 2,947.1 2,868.5 2,722.9 2,499.6
- Individuals 3,084.3 2,694.4 390.0 A 14% 3,084.3 3,026.4 2,901.9 2,791.9
- State 126.0 144.9 -18.9 v -13% 126.0 129.9 128.2 135.3
Impairments and valuation of loans to customers -95.1 -97.4 22 2% -951 -93.1 -97.5 -99.1
Financial assets 2,960.7 3,034.3 -73.6 v -2% 2,960.7 2,966.1 3,1211 3,171.5
- Trading book 217 7.7 14.0 4 182% 217 20.9 10.7 8.1
- Non-trading book 2,939.0 3,026.6 -87.6 v -3% 2,939.0 2,9452 3,110.4 3163.4
Investments in subsidiaries, associates, and joint ventures 908.6 786.0 122.6 a16% 908.6 871.4 809.2 7911
Property and equipment 78.6 86.1 -7.5 v -9% 78.6 78.8 79.5 81.5
Investment property 6.8 92 -2.4 v -26% 6.8 6.8 9.0 9.1
Infangible assetfs 30.4 295 1.0 3% 30.4 27.6 28.0 282
Other assets 2023 151.7 50.6 4 33% 2023 178.5 185.9 132.0
TOTAL ASSETS 13,939.3 12,699.5 1,239.8 4 10% 13,939.3 13,358.3 12,5657.7 13,075.1
LIABILITIES
Deposifs from customers 10,984.4 9,659.6 1,324.8 a14% 10,984.4 10,604.9 10,296.6 9,914.5
- Corporate 2,874.9 2,436.7 4382 4 18% 2,874.9 2,804.7 2,5922 2,547.1
- Individuals 7,916.2 7,078.9 837.3 4 12% 7,916.2 7,616.5 7,603.0 7,254.7
- State 193.3 144.0 493 a 34% 193.3 183.8 101.4 12.6
Deposits form banks and central banks 212.7 109.3 103.3 A 95% 2127 257.8 169.5 258.2
Borrowings 573 873.9 -816.4 v -93% 57.5 45.9 44.6 857.8
Subordinated liabilities 508.8 288.5 220.3 a76% 508.8 290.4 287.8 287.0
Other debft securities in issue 307.2 0.0 307.2 - 307.2 302.6 0.0 0.0
Other liabilities 265.9 216.3 49.6 A 23% 265.9 2715 2631 2131
Equity 1,602.9 1,551.9 50.9 4 3% 1,602.9 1,585.1 1,496.1 1,544.6
TOTAL LIABILITIES AND EQUITY 13,939.3 12,699.5 1,239.8 4 10% 13,939.3 13,358.3 12,557.7 13,075.1

Balance sheet volume of the Group increased by EUR 2,582.7
million YoY totalling to EUR 24,160.2 million, mainly due fo the
acquisition of N Banka (EUR 1,229.0 million). The strong inflow
of deposits (EUR 2,386.9 million, of which EUR 898.5 million
from N Banka) enabled substantial growth of gross loans to
customers (EUR 2,493.9 million, of which EUR 953.7 million from

N Banka).

There was a decrease of borrowings totalling EUR 651.5
million, due to TLTRO early repayment (EUR 750 million) and

SID repayment (EUR 70 million) in the Bank in June, but there

was an increase of debt securities with the issuance of MREL

eligible Senior Preferred notes in the amount of EUR 300 million
at 6% coupon rate in July, and subordinated Tier 2 notes in the

aggregate nominal amount of EUR 225 million in November.

Issued subordinated Additional Tier 1 notes in the amount of

EUR 82 million increased the equity of the Bank in September.
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Assets

Figure 15: Total assets of NLB Group — structure (in EUR millions)

+12% YoY

+6% w/0o
N Banka

24,160.2
22,931.2
21,577.5

5,145.7 5,494.3 5,291.9

31 Dec 2021 31 Dec 2022 31 Dec 2022
w/o N Banka

B Cash equivalents, placements with banks and loans to banks
B Net loans to customers

Financial Assets

Other Assets

57.7% of the total assets were related to Group members
located in Slovenia (2021: 54.3%) and 19.3% in Serbia (2021:
22.2%).

Figure 16: Total assetfs of NLB Group by country (in %)%
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BiH

Kosovo
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Other
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N, 22 27/
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| 01%
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(i) The geographical analysis includes a breakdown of items with respect fo the
country in which individual NLB Group members are located.

57.7%
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The lending activity continued with enviable growth in all the
banks in 2022. The highest increases were recorded in Slovenia,
with a 20% YoY increase of gross loans to corporate and state
(43% with N Banka) and a 14% YoY increase of gross loans to
individuals (28% with N Banka). Strategic foreign markets also
achieved strong growth, with 12% and 11% YoY increase of gross
loans to individuals and corporate and state, respectively.

Gross loans to individuals in the Bank grew mostly due fo an
increasing volume of housing loans (EUR 358.4 million YoY, with
high new production of EUR 726.6 million contractual value

in 2022, compared to EUR 558.3 million in the previous year)

Figure 17: NLB Group gross loans to customers dynamics (in EUR millions)

NLB Group

+20% YoY
Gross loans to
individuals

6,743.4

31 Dec 2021 31 Dec 2022

+26% YoY
Gross loans to
corporate &
state

5,282.4

31 Dec 2021 31 Dec 2022

(i) On a standalone basis.
(i) Includes NLB and N Banka; interest rates only for NLB.
(iii) Includes only banks

related to generally positive economic senfiment and successful
marketing campaigns. The volume of consumer loans was

on the same level YoY, however, the new production in 2022
amounted to EUR 254.7 million and was higher compared to the
previous year (EUR 229.3 million).

Gross loans to corporate and state in the Bank recorded a

EUR 517.1 million growth YoY, where growth derived from the
corporate segment (EUR 536.0 million), while the state segment
exposures shrank by EUR 18.9 million. New production was
high, with over EUR 1.5 billion of new loans approved in 2022.
Since the war started in Ukraine, the international market

Slovenia

+28% YoY

+14% w/o
N Banka

3.84% 5.448.0

31 Dec 2021 31 Dec 2022
+43% YoY
+20% w/o
N Banka
3,664.5

31 Dec 2021 31 Dec 2022

B Gross loans N Banka gross loans Inferest rates

environment has become strongly unpredictable, and a higher
demand for and ufilisations of working capital facilities was
recognised. With the emerging of energy crisis, the Bank rapidly
responded fo its clients’ needs and organised the arrangement
of new syndication financing to the respective energy sector.

The volume of gross loans to customers in Strategic Foreign
Markets also increased, with even higher new production in
consumer loans compared to the more than successful previous

year, with all the Group member banks recording high YoY
growth in outstanding loan balances.

Strategic foreign markets(i

+12% YoY

5.85% 5.66%

3,220.9
2,877.3

31 Dec 2021 31 Dec 2022

+11% YoY

3.92% 3.84%

2,754.9

31 Dec 2021 31 Dec 2022
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Figure 18: Loan portfolio® by segment, geography, currency, and rate type (in EUR millions)

Institutions Otherti
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62%

EUR18.4 billion
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Despite significant portfolio growth in all NLB Group banks in
2022, there were no major changes in the corporate and retail
loan portfolio structure. The loan portfolio remained well-
diversified, and there was no large concentration in any specific
industry or client segment. The share of retail portfolio in the
whole loan portfolio was quite substantial, with the segment
of mortgage loans still prevailing. The majority of the loan
portfolio refers to euro currency, while the rest originates from
local currencies of the Group banking members. From interest
rate type, almost 62% of the loan portfolio was linked o a fixed
inferest rate, and the rest mostly to the Euribor reference rate.
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L] ogeg e
Liabilities
Figure 19: Total liabilities and equity of NLB Group — structure (in EUR
millions)
+12% YoY
+6% w/o
N Banka
24,160.2
22,931.2
2,422.3
21,577.5 2,241.0
2,216.1 3875
288.5
20,027.7
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w/o N Banka

W Deposits from customers
B Borrowings and Deposits from banks and central banks
B Subordinated liabilities and Other debt securities in issue
Ofther liabilities
Total equity

Total liabilities of the Group increased and amounted to

EUR 21,737.9 million. The Group’s funding base is dominated by
customer deposits accounting for 83% in which sight deposits
prevail (87%, same as at the end of 2021). The majority of
customer deposits were from individuals (70%). 59% of deposits
were collected in Slovenia (55% at 2021 YE), 18% in Serbia

(22% at 2021 YE), and the rest in other Group banking members
in SEE.

2713
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Deposits from customers increased by 8% YoY, without the uncertainty of rising prices and the expected impact on their and consumer behaviour, while slow growth was perceived in MB Statement

N Banka confribution. The largest increase of 19% was recorded financial situation in the future. the remaining year in most members, with further outflow in SB Statement

in the corporate and state deposits in the Bank, due to various the second half of the year in the Serbian market, mostly due to Key Highlights
reasons, i.e., the increase of balances in investment and In Strategic Foreign Markets, deposits from corporate and state aftractive offers with higher interest rates from competitors. Strategy

pension funds, and inflows from takeovers on the market. The recorded 6% growth, while deposits from individuals stayed on Risk Factors & Outlook
precautionary savings of households have confributed to a 12% the same level YoY. The main reason for this were the outflows in Sustainability

YoY increase in deposits from individuals in the Bank, due to the Q1 as a response to the Ukraine war and its influence on prices Performance Overview

Risk Management

Figure 20: NLB Group deposits from customers dynamics (in EUR millions) Events After 2022

Financial Report
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(i) On a standalone basis.
(i) Includes NLB and N Banka: interest rates only for NLB.
(iii) Includes only banks.



Figure 21: Deposits from customers in NLB Group by type as at

31 December 2022

International Slovenia

Term deposits B Sight deposits

Figure 22: NLB Croup's LTD ratio movement
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The LTD ratio (net) was 65.3% at the Group level; a 5.3 p.p. YoY
increase, as a result of the acquisition of N Banka, with a higher

LTD, as well as a higher increase of gross loans compared to

deposits.

Figure 23: Off-balance sheet items of NLB Group (in EUR millions)

+17%
YoY
5,449.5
4,655.3
35.0
35.6
2,407.1
31 Dec 2021 31 Dec 2022

Guarantees
W | etters of credit - risk bearing
B Commitments to extend credit and other risky commitments
B Derivatives

Off-balance sheet items of the Group amounted fo EUR 5,449.5
million and were comprised of guarantees (28%), letters of
credit (1%), commitments to extend credit and other risky
commitments (44%), and derivatives (27%).

Commitments to extend credit and ot