28" August 2017

Zavarovalnica Triglav (ZVTG SV)

12M Target price: 30.7 EUR

Recommendation: BUY

KEY MARKET DATA:
Stock data as of 28.08.2017 :

Previous target price: 28.5 EUR, HOLD (10.4.2017)

Market price (EUR) 27.2
52 week range (EUR) 22.0-27.6
Market Cap (EUR) 618.9
Avg. daily trade vol., EUR(K) 122
Average daily % of stock traded 0.021%
No. of Shares in millions 22.7
Dividend yield 9.2%

Price performance:

Price change in %

SBI 20 index change in %
Relative to SBI 20 indexin %
Valuation multiples:

P/GWP
P/E
P/B

KEY COMPANY DATA & ESTIMATES:

FY2015 FY2016 2017F

GPW 919.1 936.0 977.2 980.1 1,010.8
NPE 839.2 849.6 874.0 903.2 931.6
Claims paid 570.3 577.1 595.3 634.7 654.8
Net income 88.8 81.9 84.2 72.7 71.4
ROE 12.8% 11.2% 11.9% 9.7% 9.1%
EPS 3.9 3.6 3.70 3.20 3.14
DPS 2.5 2.5 1.6 1.6
Equity Inv 189.1 238.4 223.5

Fin. Assets 2,959.9 3,077.00 3,062.5

zm . S 2,600.4 2,660.8 2,765.5

Equity 692.9 734.0 708.9 749.8 784.9
i 3,4935 35749 3,655.3 3,766.1 3,916.4
Equity/Assets 20% 21% 19% 20% 20%
P/E 7.6 7.2 7.4 8.5 8.7
P/B 0.8 0.8 0.9 0.8 0.8

Source: Bloomberg, LISE, own calculations of multiples
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KEY CURRENT DEVELOPMENT:

Zavarovalnica Triglav Group reported very strong growth of GWP
that was driven by all segments and all markets. The contraction of
premiums was reported only for Croatian non-life. Consequently top
line exceeded our expectations.

On the bottom line, however, Group reported net profit of EUR
35.7m which was below our expectations; note we mainly
expected weaker second half of the year in accordance with past
seasonal dynamic. The reason were higher claims, higher amount of
ceded premiums and elevated operating expenses. If second half
results will be similar to the first half, end year guidance of EUR 70m
to 80m is still reachable.

Due to stability of capital adequacy ratio, we adjusted our future
dividend policy projections which is now in line with Group‘s
guidance. More optimal capital use positively affected ROE and
hence our valuations.

Therefore we increased our price target and upgraded the
recommendation from hold to buy.
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= Growth of operating expenses were [IINISSTTera: 1H2016  1H2017 oy - Strong grth of %WP in all Segn_qentS:
driven by higher acquisition costs, , , . = Non-life: +7.9% (EUR 372m);

: Gross written premiums 506.6 547.8 8.1% . . o .
premiums, it was also affected by Reinsured premiums -50.4 -61.2 215% *_ = |Ljfe insurance: +5.8% (EUR 111m).
divestment of non-core activities Net written premiums 456.2 486.6 6.7% = Net written premiums growth was lower
during 2016. \ Net claims -294.2 -312.4 6.2% than in case of GWP due to higher

Net operating expenses -105.0 -115.1 9.6% amount of ceded written premium in non-
= Higher returns on investments are Netincome from investments 32.6 36.9 1329 life segment.
tr;ef.result' Olf permanent Impaérmerr:ts Profit/(loss) before tax 43.2 42.4 -1.8% Structure of net profit/loss before tax
of financial investments and Other e profit 335 35.7 66%
financial expenses incurred in 2016. Total Assets 35519  3.6553 20% o
i 9 . 54%
= At the end of march Shareholders’ Total |T1vestmentassets 2,968.9 3,055.0 2.9% 6%
equity stood at EUR 708.2m while Technical reserves 2,674.0 2,765.5 3.4%
book price per share EUR 31.2. Note Shareholders' equity 681.5 708.9 4.0%
that EUR 2.5 dividend per share was
g"?“d 0“:}'” June 2317- G TTM 12 Unconsolidated GWP 102016  1Q2017 YoY|
n
Iven the reported net profit, . Zavarovalnica Triglav 329.8 352.1 6.8% 1H2016 1H2017
month ROE on average equity now T —— 56.6 64.6 14.2% EBT from underwritting ~ mEBT from investments
stands at 11.5%. gav, ' : ' :
Skupna pokojninska druzba 14.4 14.7 1.9%

Structure of net profit/loss before tax = Non-life combined ratios are below

7777777777 Triglav Osiguranje, Zagreb 28.8 32.0 11.2% 100%, with exception of Croatia
2% 2% 2% Triglav Osiguranje, Sarajevo 11.0 11.6 5.5% (107.5%).
Lovéen Osiguranje, Podgorica 14.5 15.0 3.0% = In Serbia a higher volume of life
Triglav Osiguranje, Belgrade 17.1 22.9 33.49—insurance contracts were sold via
Triglav Osiguranje, Banja Luka 2.7 2.8 3.6% banking sales channels.
Triglav Osiguruvanje, Skopje 115 11.7 2.0% . . .
Lovéen Zivotna osig., Podgorica 0.6 0.7 6.1% " Structure of  financial Investments

remained relatively unchanged. Namely

Consolidated 506.6 547.8 8.1% : : :
ur'if;\/\‘;:ﬁmw _EBT from EBT from there was only a slight increase of equity
operations and bond funds position in exchange for

Health Life  mNon-Life lower exposure to money market funds.

Source: Zavarovalnica Triglav Interim reports
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Financial investments Index Structure
1H17 1H16 1H17 1H16 Financial investments
Investment property 95.5 90.5 106 3.1% 3.0%
Shares in associates 7.6 6.7 114 0.2% 0.2%
Shares and other floating rate securities 223.5 209.5 107 7.3% 7.0%
Debt and other fixed return securities 2,135.2 2,097.5 102 69.7% 70.5%
Loans given 29.1 27.3 107 0.9% 0.9%
Deposits with banks 91.0 82.2 111 3.0% 2.8%
Other financial investments 26.2 27.4 96 0.9% 0.9%
Financial investments of reinsurance companies
in reinsurance contracts with cedents 53 4.6 115 0.2% 0.2%
Unit-linked ins. contract invest. 449.0 429.8 104 14.7% 14.4%
Total 3,062.5 2,975.6 103 100% 100%
Debt securities Index Structure
Issuer sector 1H17 1H16 1H17 1H16
Government 1,058.3 1,098.6 96 49.6% 52.4% m Investment property
Corporate 547.3 549.9 100 25.6% 26.2% W Shares in associates
Financial 516.6 432.8 119 24.2% 20.6% Shares and other floating rate securities
Structured 13.1 16.2 81 0.6% 0.8% m Debt and other fixed return securities
Total 2,135.2 2,097.5 102 100% 100% .
Loans given

Debt securities Index Structure Deposits with banks
Credit rating 1H17 1H16 1H17 1H16 = Other financial investments
AAA 220.4 216.2 102 10.3% 10.3% H Financial investments of reinsurance companies in reinsurance contracts with cedents
AA 117.4 113.9 103 5.5% 5.4% m Unit-linked ins. contract invest.
A 570.0 277.6 205 26.7% 13.2%
BBB 751.2 1,000.5 75 35.2% 47.7%
Below BBB 376.9 406.8 93 17.7% 19.4% Debt securities
Not rated 99.4 82.6 120 4.7% 3.9%
Total 2,135.2 2,097.5 102 100% 100%
Debt securities Index Structure
Country of issuer 1H17 1H16 1H17 1H16
Slovenia 432.2 500.4 86 20.2% 23.9%
Germany 167.7 156.8 107 7.9% 7.5%
Spain 132.9 120.0 111 6.2% 5.7%
France 165.0 156.3 106 7.7% 7.5%
Netherlands 167.5 166.5 101 7.8% 7.9%
Italy 111.8 119.3 94 5.2% 5.7%
Other 958.2 878.1 109 44.9% 41.9%
Total 2,135.2 2,097.5 102 100% 100% = Slovenia

— ® Germany
Equity investments Index Structure .
Geographic area 1H17 1H16 1H17 1H16 Spain
Slovenia 59.8 59.2 101 25.9% 27.4% ® France
Developed markets 147.6 130.1 113 63.8% 60.2%
Developing markets 12.7 15.6 81 5.5% 7.2% Netherlands
Balkans 11.1 11.3 98 4.8% 5.2% Italy
Total 231.1 216.2 107 100% 100%

= Other

Source: Zavarovalnica Triglav Interim reports



Market overview

. Insurance density  Market Share
Insurance GWP 1H2016 in . .
1H2017 penetration 2016 EURmM In EUR per capita 1H2017
2016 (*1Q2017)
Slovenia - 5.0% 431.4 980 36.6%
Croatia — 2.6% 32.0 278 4.8%
Bosnia & Herzegovina .l  2.2% 14.4 92 8.1%
Serbia . 2.1% 22.9 103 5.7%*
Montenegro 2.1% 15.6 129 39.1%
Macedonia 28 1.4% 11.7 68 17.8%*
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Source: Triglav Group Interim reports, Swiss Re 2016, Xprimm.com, ALTA Invest estimates
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Change in p.p.

+0.3

-0.3

+1.2

-0.1

+0.9

CULTURE

Combined ratio

94.4%

103.4%

98.3%

100.8%

96.9%

99.9%




Investment Thesis

POSITIVE:

Triglav Group is a market leader on the relatively mature Slovenian
insurance market, the largest insurance company in SEE region and
also among the largest insurers in CEE region. While domestic
market contributes the majority of GWP (~80%), Triglav Group is among
Top 5 insurers also in Serbia, Montenegro, BiH and Macedonia.

With the implementation of Solvency Il regulations and hence lower

uncertainty regarding capital ratios, Triglav Group dividend policy Alianz - Slovenska Poistovna
Generali Polska

became more generous and at the same time more transparent. Given
the stabile profitability, high solvency ratio of 246% and slow organic
growth (low capital needs), investors can expect attractive dividend
yield also in the future (note it was a top dividend play on LJSE in the
past few years).

Due to relatively mature Slovenian market, the Group started focusing
on domestic profitability and growth on markets abroad. SEE
markets are still immature and could provide strong future GWP growth
if macroeconomic conditions in the region improve.

In the last few years Triglav Group made positive steps regarding
non-core and core investments. Group exited unprofitable Czech
market and increased its ownership in Slovenian pension insurance
Skupna Pokojninska Druzba. The management also decided to divest
bus company Avrigo and to sell a part of the large land plot in capital city
to IKEA. They are now selling also some other smaller investments
(Nama, Gorenjska banka etc.). At the same time Group is not completely
abandoning alternative investment space and in 2017 established a joint
venture with KGAL Group. Focus will be alternative investments, mainly
in real-estate space.

Given the fact Zavarovalnica Triglav has an important domestic market
share and meaningful regional presence (in terms of exposure and
market shares) and around EUR 1biln of GWP, we believe it can be an
interesting takeover target. Although Triglav is labelled by government
as strategic investment, we believe any future privatization will appeal
strong interest.

Ergo Hestia |

Kooperativa Pojist'ovna
Ceska Pojistovna

Largest insurance companies in Central Europe in 2015

PzU

Warta |
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Triglav Group I |
Aviva Polska | 1
Allianz Polska |
Sava RE |
0 1,000 2,000 3,000 4,000 5,000

Market position in 1H2017 ¢

GWP in EURm

1Q2017)

K<

Solvency 2 ratio

> 300%

250 — 300%

200 - 250%

150 — 200%

< 150%

Excess CAR

Target CAR

Suboptimal CAR

Warning CAR

Insufficient CAR

Dividend policy

The possibility of increasing the share of
dividend payments

Dividend payout within the target range of
30% - 50% of Triglav Group net profit.

The possibility of reducing the share of
dividend payments (lower payout ratio).

Reduction in the share of dividend payments.

No dividend payments.



Investment Thesis

NEGATIVE:

= Although Triglav’s market share in Adria region is at 19.6%, that is mainly
due to the strong position in Slovenia which is also the most developed
country in the region. In reality presence in the region is very uneven and
the importance of GWP outside Slovenia still relatively low — less than
one fifth of unconsolidated premiums.

Although region presents an opportunity, SEE region is also highly
macroeconomically and politically unstable with a legal system and
controlling mechanism still in need of further development. While extreme
growth of GDP is unlikely, future inclusion of countries into European
alliances and subsequent convergence will enable higher growth and
stabile business environment.

» Triglav has health insurance exposure (11% of GWP) — reform was
proposed in Slovenia that would dispose supplementary health insurance.
According to the Ministry of Health latest proposition, abolition of
supplementary health insurance would be gradually implemented in the
period from 2019 to 2021. Although the Healthcare and Health
Insurance Bill has not yet been put to the vote in front of the Parliament,
the pre-election period could be a optimal time for politicians to push
through socialistic / populist reforms.

= During the Slovenian banking crisis insures had an opportunity to benefit
from higher interest rates on domestic market. However, currently also
Slovenian insurance companies can feel the effects of zero interest rate
central bank policy. Low interest environment (reinvestment and
interest rate risk) will weigh on investment returns and consequently
on profit level versus past few (excellent) years.

= With around a 63% ownership stake, the government controlled
entities are the majority shareholders in the Triglav Group. Although
some backing could be welcome in crisis times (which in the last global
crisis wasn’t needed), it might represent a burden for a strategic focus and
management stability due to political influences. While in the last few
years this influences were less present, we have seen multiple
management changes in the period prior 2014.

ALTA

Interest rate risk (Annual Report 2016)

Type of security (EURm)
Government securities
Securities issued by financial institutions
Securities issued by companies
Composite securities
Other
Total
Impact on comprehensive income

Impact on the income statement

+100 bp
-39,339,300
-19,103,053
-23,058,962
-588,162
9,707,396
-72,382,081
-69,840,458
-2,541,623
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-100 bp

42,114,784
20,507,883
24,443,159

1,064,514

-10,726,699
77,403,641
74,996,286

2,407,355

Annual percentages of constant price GDP are year-on-year

changes
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m Bosnia and Herzegovina

= Montenegro

Source: International Monetary Fund, World Economic Outlook Database, April 2017
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Relative valuation ALTA
P/B ROE TTM
Company name TT™ 2017F 2018F LY 2017F 2018F 2017F 2018F
Sava Re 7.1 8.6 8.3 0.84 0.80 0.76 9.5% 9.4%
PZU SA 17.1 13.2 12.5 2.95 2.55 2.45 20.7% 20.0%
VIG 11.9 11.4 10.7 0.73 0.64 0.62 6.0% 5.9%
Generali 11.2 9.8 9.4 1.00 0.91 0.88 9.7% 9.5%
Uniqua 26.8 11.7 11.0 0.88 0.80 0.79 7.2% 7.3%
Aksigorta 8.0 9.1 8.3 2.08 1.85 n.a. 21.6% n.a.
SCOR 10.8 11.0 10.7 1.06 0.96 0.92 9.1% 8.8%
Axa 10.6 9.6 9.1 0.98 0.82 0.78 9.3% 8.8%
Allianz 11.1 10.8 10.5 1.28 1.13 1.09 11.1% 10.6%
Zavarovalnica Triglav 7.4 8.5 8.7 0.87 0.83 0.79 10.0% 9.3%
Median 11.1 10.8 10.5 1.00 0.91 0.84 9.5% 9.1%
Div. yield (%) Assets/ Price to Pri(;(?(:g] Net P/B
Company name 2017F 2018F Equity (%) GWP i 2.00
Sava Re 4.9 4.9 5.2 5.7 0.50 054 | o
PZU SA 4.4 4.9 5.3 9.1 1.94 2.12
VIG 3.2 3.4 3.7 11.6 0.36 0.39
Generali 5.3 5.9 6.2 22.4 0.36 0.37 1.20
Uniqua 5.8 6.2 6.6 9.6 0.58 0.56
Aksigorta 0.0 6.0 5.4 4.9 0.61 og1 080
SCOR 4.6 5.3 5.5 6.7 0.66 0.51
Axa 4.7 5.2 5.5 14.6 0.63 0.67 040
Allianz 4.2 4.6 4.8 13.8 1.07 1.15
Zavarovalnica Triglav 9.2 9.2 5.9 5.2 0.63 071 0.00
Median 46 5.2 5.4 9.6 061 0.56 Sep/08 Sep/10 Sep/l2 Sep/l4  Sep/l6

Our relative analysis implies an upside as target price based on P/E, P/B, PIGWP and P/NPE stands at EUR 30.8. In comparison
to our previous analysis target price improved by EUR 2.5. The movement is partly a result of improved long term projections and also
due to peer multiple expansion. Namely higher yields in the last few months contributed to a recovery of European insurance sector

valuations.

Valuation based only on P/B multiple implies target price of EUR 26.3, however, with higher ROE, more generous dividend yield and
very likely higher growth potential we believe above mentioned target price is justified.
Zavarovalnica Triglav multiples are slightly higher versus Sava RE (closest peer, quoted on LISE), however this can be explained by

higher dividend yield and even more importantly, more dominant position on the domestic market.



FCF valuation - forecasts ALTA
ESTIMATES:
EURmM 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025
Assets 3,766.1 3,916.4 4,057.5 4,220.3 4,386.4 4,556.0 4,725.1 4,893.1 5,059.4
Total investment assets 3,235.8 3,368.9 3,501.2 3,645.3 3,792.2 3,940.1 4,086.8 4,231.8 4,374.6

AFS 1,882.5 1,986.8 2,090.4 2,203.9 2,319.8 2,434.8 2,547.2 2,656.5 2,762.1
Receivables 163.1 168.2 173.5 179.0 184.6 190.2 195.9 201.6 207.4
Cash 58.2 60.6 63.0 65.6 68.3 72.2 76.3 80.4 84.6
Equity 760.5 795.9 834.2 872.6 914.3 958.0 999.7 1,039.1 1,075.7
Technical reserves 2,826.9 2,939.1 3,056.0 3,177.7 3,299.3 3,419.9 3,541.2 3,662.9 3,784.9
Other insurance liabilities 47.0 48.5 50.0 51.6 53.2 56.8 60.4 64.2 68.1
EURM 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025
Gross written premiums 980.1 1,010.8 1,042.7 1,075.7 1,109.3 1,143.3 1,177.5 1,211.8 1,246.3
Net earned premiums 903.2 931.6 961.0 991.5 1,022.6 1,052.7 1,082.9 1,113.4 1,143.9
Net claims 634.7 654.8 678.0 702.3 727.0 751.2 775.9 800.9 826.2
Net operating expenses 243.8 249.0 254.2 259.7 265.3 270.0 274.4 278.6 282.5
Expense ratio* 27% 27% 26% 26% 26% 26% 25% 25% 25%
Combined ratio* 97% 97% 97% 97% 97% 97% 97% 97% 97%
Net investment result 96.1 92.4 95.8 99.2 102.8 107.0 111.2 115.5 119.9
EBT 85.8 88.5 915 93.0 97.7 102.6 107.7 113.0 118.3
Net profit 72.7 71.4 73.8 75.0 78.9 82.8 86.9 91.1 95.5

* calculated on Group level

MAIN ASSUMTIONS:

Given the higher than expected top-line growth recorded in 1H2017, we have
revised our GWP expectations, however, we also adjusted projections
regarding ceded premiums.

We are remaining cautious regarding net claims for the second half of the
year since we have seen numerous events of hail storms in Slovenia during
the summer months. That could influence results especially for 3Q.

We somewhat lowered tax rate for 2017, however, we maintained
conservative projections of effective tax rate for the years after 2017. Note
that the government increased corporate tax rate from 17% in 2016 to 19%
for 2017.

All'in all we see profit gradually improving while ROE should elevate around
9% over the long haul.

30% -

20% -
10% -

0%

2013 2014 2015 2016 2017E 2018E 2019E

Loss ratio ® Expense ratio
* calculated on Group level
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Excess return - commentary

VALUATION TABLE:
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Net profit 72.7 71.4 73.8 75.0 78.9 82.8 86.9 91.1 95.5 101.8
Cost of Equity -78.1 -79.7 -83.5 -87.5 -91.6 -93.0 -94.4 -95.4 -95.8 -92.2
Excess return | -5.4 -8.3 -9.7 -12.5 -12.7 -10.2 -7.5 -4.2 -0.3 9.6
Equity Invested 677.1 Leveraged beta 1.0 1.0
Period PV of Equity Excess Return -46.9 Risk free rate 1.17% 1.17%
Terminal PV of Equity Excess Return 67.6 Premiums 9.34% 7.39%
Value of Equity 697.8 Cost of equity 10.6% 8.7%
Equity value per share 30.7 Perpetuity growth rate 2.0%

= The main change in comparison to our previous research report is an adjustment of
dividend payout policy. The release and also the presentation of the Solvency and
Financial Condition Report showed that solvency ratio will be relatively stabile. Given
our projections, which does not include any M&A activities, we expect Group will have
above target CAR, hence dividend payout could be around 50%.

= Note that dividend payout is in line with announced dividend payout policy and that
payout ratio in the last two years was 64% in 2016 and 69% in 2017 respectively. Given
the relatively stabile GWP growth, the continuation of higher payout would positively

affect ROE and hence the valuation.

=—g==ROE

Solvency 2 ratio

2017 2018 2019 2020 2021 2022 2023 2024 2025

Dividend payout

> 300% Excess CAR Incrased payout
250% — 300% Target CAR 30% - 50%
200% - 250% Suboptimal CAR Lower payout
150% - 200% Warning CAR Reduced payout

< 150% Insufficient CAR No dividends

WEIGHTING SCHEME & END COMMENTARY:

Our baseline target price consists of peer (20% weight) and excess return valuation (80% weight)
method. Combination of both valuation methods derives to a target price of EUR 30.7 and hence
higher versus our previous research report where we set our price target at EUR 28.5 (including

dividend).
Target implied P/B ratio is at 0.98x.

Valuation indicates that there is roughly 13% upside potential (as method is based mostly on Excess
return this also encompasses high dividend yield), hence we are upgrading our recommendation

from hold to buy.

A

EUR EUR
30.8
9

30.7
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Assets 3,024.4 2,962.0 3,123.8 3,077.1 3,275.4 3,493.5 3,574.9
Intangibles 61.2 63.3 66.9 717 71.8 70.1 73.8
Property, plant and equipment 142.6 128.8 130.4 122.9 123.7 121.8 107.9
Investment property 84.3 96.8 100.2 97.2 104.9 79.5 95.8
Investments in associates 1171 20.5 14.4 10.2 10.4 6.9 6.8
Financial investments 1,904.6 1,961.3 2,027.0 1,994.5 2,153.6 2,408.7 2,514.3
Unit-linked insurance assets 377.9 364.7 418.9 437.7 465.8 464.7 460.0
Cash and cash equivalents 34.1 22.8 17.3 29.1 22.9 47.9 65.7
Equity 499.0 489.5 574.6 590.5 688.1 704.0 744.3

Equity of non-controlling interests 24.2 28.2 6.7 6.2 6.7 11.1 10.4
Subordinated liabilities 40.9 40.9 37.0 28.2 28.1 18.8 16.9
Insurance technical provisions 1,869.6 1,894.8 1,887.9 1,826.2 1,874.8 2,143.4 2,203.1
Insurance technical provisions for unit-linked insurance contracts 364.5 376.1 417.3 435.2 458.9 457.0 457.7
Book Value per share 20.9 20.3 25.0 25.7 30.0 30.5 32.3

GWP 1,013.6 989.4 936.3 900.9 888.2 919.1 936.0
ceded written premium -74.4 -80.1 -75.0 -70.9 -73.3 -77.0 -79.1
change in unearned premiums 7.0 7.0 23.1 7.7 4.9 -2.9 -7.3

NPE 946.2 916.3 884.4 837.6 819.9 839.2 849.6

Net claims incurred 557.7 576.1 578.9 571.7 594.7 570.3 577.1
gross claims settled 588.3 593.9 613.8 627.5 615.7 594.8 606.0
reinsurers’ and co-insurers’ share -30.1 -22.5 -22.5 -35.8 -20.3 -23.5 -21.7
changes in claims provisions -6.3 -2.0 -19.7 -28.0 -8.4 -8.4 -14.2
equalisation scheme expenses for supplementary health insurance 5.9 6.7 7.4 8.0 7.8 7.5 7.0

Operating expenses 208.1 203.3 198.5 199.4 199.4 201.8 208.7
Acquisition cost 132.5 130.6 128.0 128.0 135.9 136.2 141.0

Investment Income 132.7 119.0 138.1 136.2 172.7 202.6 119.4

Net _unreallsed gains on investments of life insurance policyholders who bear 425 258 298 485 63.5 92.9 235

the investment risk

Expenses for financial assets and liabilities 88.3 107.0 98.2 79.2 40.7 95.8 37.9

Net 'unreallsed Iqsses on investments of life insurance policyholders who bear 28.6 758 0.7 338 195 83.4 15

the investment risk

EBT 43.3 58.0 89.7 83.6 100.4 102.5 95.1

Total taxes -16.6 -10.5 -16.5 -13.8 14.7 13.6 12.8

Net profit / loss 26.6 47.5 73.2 69.9 85.7 88.9 82.3
Attributable to equity holders of the parent 27.8 47.1 72.5 69.5 85.4 88.8 81.9

in EURm 2010 2011 2012 2013 2014 2015 2016

Loss ratio -58.9% -62.9% -65.5% -68.2% -72.5% -68.0% -67.9%

Expense ratio -22.0% -22.2% -22.4% -23.8% -24.3% -24.0% -24.6%

Combined ratio -80.9% -85.1% -87.9% -92.0% -96.9% -92.0% -92.5%

Net margin 2.7% 4.8% 7.7% 7.7% 9.6% 9.7% 8.8%

Assets Turnover 0.34 0.33 0.30 0.29 0.27 0.26 0.26

ROA 0.9% 1.6% 2.3% 2.3% 2.6% 2.5% 2.3%

Assets to Equity 6.37 6.42 5.50 5.27 4.81 5.04 4.87

ROE 5.9% 10.2% 12.8% 11.9% 12.5% 12.8% 11.2%

Source: Annual and Interim reports 10
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CULTURE
COMPANY DESCRIPTION: OWNERSHIP STRUCTURE:
= Is a multinational corporation with two elementary business
. . ZPIZ 34.5%
_d|V|S|ons (msyrancc_e _and as§et management) where the SDH d.d 28.1%
insurance bu_smess is its most important part. _ Addiko Bank (Fiduciary) 6.4%
= The Group is already present in the markets of Croatia, HPB (Fiduciary) 1.4%
Bosnia and Herzegovina, Serbia, Macedonia and Uni cuciary) '
nicredit (Fiduciary) 1.4%
Montenegro. For now less than 20% of total GWP.
= 2016: 65% of total GWP tied to non-life, 23% to life and 12% Source: KDD
to Health insurance products.
= Insurance portfolio and own funds AuM EUR 2,628m while
investment funds AuM at 699m (Triglav Skladi).
RESEARCH REPORT: CONTACTS: ABOUT ALTA INVEST:
Prepared by: ALTA Invest, investicijske storitve, d.d. v' Our trading advantage is our execution of
Matej Simnic Zelezna cesta 18, 1000 Ljubljana, Slovenia large trading blocks with low impact on the
Analyst phone: + 386 1 32 00 300 market.
e-mail: invest@alta.si v' 38,300 brokerage clients with EUR 3.3 bn of
Completion date and time: http://www.alta.si assets.
29.8.2017 10:00 v' European Banking award: Best Broker & Best
First release: Head of Research: Asset Manager in 2015 and 2016.
29.8.2017 10:10 Saso Stanovnik
Market data capture date: saso.stanovnik@alta.si TTM market share:
28.8.2017 13:50 +386 (1) 32 00 310 ALTA:
27.2%
Institutional Trading:
Darko Jur&evi¢
darko.jurcevic@alta.si
+386 (1) 32 00 395
Other:

72.8%
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DISCIaImer A]-IA :\INE\aY\éSTEMENT

The research department of ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), is, in order to avoid and deter conflict of interests, a separate organizational part of the company. It is independent in its
decisions regarding selection, monitoring and updating of its investment recommendations of an individual issuer. According to its information policy, ALTA Invest, investicijske storitve, d.d. observes data privacy and strongly defends access
to its data bases and other materials connected with the research department against any unauthorized access or personnel.

ALTA Invest, investicijske storitve, d.d. may trade with the financial instruments mentioned in this document for its own account and may also engage in securities transactions in a manner inconsistent with the content of this research report
as a result of short-term trading recommendations by analysts.

Remuneration of the analyst who provides monitoring of a certain issuer is based, among other factors, also on the profitability of ALTA Invest, investicijske storitve, d.d.; a part is also profit arising from ALTA Invest, investicijske storitve, d.d.
investment services.

ALTA Invest, investicijske storitve, d.d. is supervised by the Slovenian Securities Market Agency (Agencija za trg vrednostnih papirjev), Poljanski Nasip 6, 1000 Ljubljana, Slovenia.
CONFLICT OF INTEREST

ALTA Invest, investicijske storitve, d.d. (ALTA Invest, investment services, Inc.), declares that all of its affiliated legal entities, financial analysts, and with them related clients and any other subjects that have participated in the creation of this
document, do not hold any important stakes concerning the financial instruments that are the subject of this document. Nor do they have any important financial interest with the issuer of those instruments that might arise from cross-
ownership, financial instrument market making, facilitating public offerings for financial instruments or any other special services connected to such instruments in the past 12 months, as well as interests from the purchases of this document,
the remuneration of the employees and/or other participating subjects, especially financial analysts, connected with turnover of tangible financial instruments or with other interest relations, eg. any other agreements, which might refer to
providing services with financial instruments. ALTA Invest, investicijske storitve, d.d. also declares, that there are neither no conflicts of interests of the stated individuals/entities connected with financial instruments, which are subject of this
document, nor any conflicts of interests concerning the issuer of the instrument.

LIMITED LIABILITY

The document was prepared by ALTA Invest, investicijske storitve, d.d. (ALTA Invest, investment services, Inc.), Zelezna cesta 18, Ljubljana. ALTA Invest, investicijske storitve, d.d. is a member of the Ljubljana Stock Exchange and is
supervised by the Slovenian Securities Market Agency, Poljanski nasip 6, Ljubljana.

The document is, according to the Article 378 of The Securities Market Act, treated as an investment recommendation. The recommendation is prepared solely for the purposes of better understanding financial instruments and
performance of capital markets and is not intended for a specific audience. Therefore it is not to be construed as an offer to buy or sell, nor as a solicitation of an offer to buy or sell any financial instrument. Additionally, no opinion in the
document is intended to provide any personal investment services or advice, since it does not take into consideration any specific investment objectives, financial context or situation, investor knowledge, investor experience or any particular
needs of any specific person that has, for whatever reason, become familiar with the contents of this document or part of such.

The document was prepared for the purposes of ALTA Invest, investicijske storitve, d.d. clients and is not subject to reproduction, distribution or publication without the explicit permission of ALTA Invest, investicijske
storitve, d.d.. Similarly, any kind of mediation, variation or summarizing of this document is only permitted with the prior explicit written consent of ALTA Invest, investicijske storitve, d.d. Therefore with the acceptance and examination of this
document, the reader is obligated not to disclose the contents, opinions, conclusions or any other data from this document, as well as any investment recommendations, evaluations, forecasts or target prices, without the prior explicit
permission of ALTA Invest, investicijske storitve, d.d.

Any information in this document is based on data obtained from public sources, printed media, annual and semi-annual reports, company presentations, Bloomberg L.P., electronic media and other sources, which ALTA Invest, investicijske
storitve, d.d. considers to have been reliable on the date of publication or, exceptionally, indicates doubts concerning the reliability of such. The financial analysts that have prepared this document have gathered the data, reorganised it and
processed it according to the principles of fairness and with professional care; however, no representations or guarantees are made by ALTA Invest, investicijske storitve, d.d. with regard to the accuracy or completeness of the data. The
facts, on which the document is grounded, are clearly differentiated from those interpretations, assessments, opinions and other information that are not strictly factual in nature. Projections, forecasts and target prices are marked, and the
document clearly indicates the central assumptions on which they are based, and are subject to change without notice. These forward looking statements involve known and unknown risks, uncertainties and other factors, which may cause
actual results, performance, achievements, or prospects to differ materially from any future results, performance, achievements or prospects expressed or implied by such statements. The document may also contain historical data on the
profitability of certain financial instruments; however, past performance is not necessarily indicative of future results.

ALTA Invest, investicijske storitve, d.d. points out that any investments in financial instruments, including the financial instruments that are the subject of this document, pose certain risks. When investing in financial instruments, it is
important to be aware of both systematic and unsystematic risks. Unsystematic risk applies to certain financial instrument that are not under the influence of the entire financial market and are relatively independent of developments on those
markets. The effects of unsystematic risk can be reduced or eliminated with portfolio diversification. On the other hand, systematic risk applies to factors that influence the entire financial market and therefore affect the value of an investor's
portfolio. Furthermore, settlement and custodial risk in emerging markets may be higher than in markets where there is a long-established infrastructure. Stock liquidity may be impacted by the number of market participants that may
therefore impact the reliability of any investments made as a result of acting upon information contained in this document. Further, risks not discussed in this document may apply to the discussed security. Investors should always investigate
the various risk aspects of any security in any market before making an investment decision. We advise investors to contact the appropriate investment consultants or brokers to gather additional information.

The selling price of a financial instrument is usually not known in advance and can differ from the expected target price used to calculate expected gross return. Therefore, realized and expected gross returns may differ. Also, the investor
must take into account that provisions, trade costs and taxes will influence the final net return earned on the difference between the purchase and selling price of a financial instrument. The difference may be positive or negative and cannot
be forecast with any certainty in advance. In addition, all investors should be aware of the possibility of failure to achieve forecasted events and valuation assumptions on which the document is based, as well as the possibilities of price
fluctuation of a particular financial instrument and/or issuer. In the case of unfavourable movements of the price of a particular financial instrument, there is the possibility of lower future value of the investment compared to the initial
(purchase) value or vice versa. If a financial instrument is denominated in a currency other than the investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income derived from, the financial
instrument, and such investor effectively assumes this currency risk. The reader of the document should also be aware of the significant impact of certain assumptions on predicting the target price of the issuer of the financial instrument,
which is presented in the document, especially in the sensitivity analysis, as well as the fact that past performance is not necessarily an indicator of future profitability of the issuer of the financial instrument and vice versa.

CULTURE
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DISCIaImer A]-IA :\INE\aY\éSTEMENT

ALTA Invest, investicijske storitve, d.d. accepts no responsibility for any damage or loss arising from the use of information in this document.

Target price and recommendation is set by determining the fair value of stocks, taking into account fundamental factors and news and should be understood as such. The target price and recommendation does not indicate any relative
performance of the stock versus a regional or sector benchmark.

BUY: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in %, and the estimated dividend yield) for a potential investment in the 12-month period
from the date of the initial rating, which is more than 10%.

HOLD: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in %, and the estimated dividend yield) for a potential investment in the 12-month
period from the date of the initial rating, which is between 0% and 10%.

SELL: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in %, and the estimated dividend yield) for a potential investment in the 12-month period
from the date of the initial rating, which is lower than 10%.

NO RECCOMMENDATION / EVALUATION: No recommendation can be given on the basis of the data available.

In the period between 30.6.2016 and 1.7.2017 the structure of all investment research was:

CULTURE

Number Share Share of issuers, for which ALTA Invest, investicijske storitve, d.d., has provided investment services regarding financial
instruments in last 12 months
Buy 23 55% 14%
Hold 19 45% 10%
Sell 0 0% 0%

Recommendations issued by ALTA Invest, investicijske storitve, d.d. Zelezna cesta 18, 1000 Ljubljana, are valid for 12 months, except in case of previous update of the recommendation. However, ALTA Invest, investicijske storitve, d.d.
is not engaged in periodical updating of the recommendations of the issuer under consideration as well as is not obliged to notify readers about any kind of valuation, opinion or forecast changes, which have arisen from the occurrences
after the recommendation release. When dealing with its customers, ALTA Invest, investicijske storitve, d.d. is not obliged to act in accordance with opinions and assessments expressed in investment recommendations.

Financial analysts responsible for the preparation of the document and other individuals that are familiar with the content of the document have not engaged in any personal transactions or trade with the financial instruments that are the
subject of the document nor have they been connected with the financial instruments during the preparation period of the document, up to and including one day after its publication.

SPECIFIC DISCLOSURES

ALTA Invest, investicijske storitve, d.d. Zelezna cesta 18, 1000 Ljubljana, Slovenia, and the financial analyst responsible for monitoring the issuer under consideration, guarantee that this document has not been disclosed to the issuer of
the financial instrument before its public release.

ALTA Invest, investicijske storitve, d.d. and its related legal entities can own shares of the issuer under consideration. A financial analyst responsible for monitoring of the issuer under consideration does not have any significant financial
interests concerning the financial instrument. They also do not have any conflict of interest concerning the issuer under consideration.

ALTA Invest, investicijske storitve, d.d. and/or its related legal entities have not performed (any) services concerning financial instruments to the issuer under consideration herein within the past 12 months.
ALTA Invest, investicijske storitve, d.d. and related entities may hold securities of the issuer in question herein.
STATEMENT OF FINANCIAL ANALYST

ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), and the undersigned financial analysts, responsible for the monitoring of the issuer under consideration, declare that they have not received any kind
of compensation that could affect the formulation of this document or opinions expressed in this document. The recommendation has not been disclosed to anyone before it was publicly released.

Matej Simnic, Analyst. On the day of the public release, the author of the recommendation did not held securities of the relevant issuer.
Saso Stanovnik, Head of research. On the day of the public release, the author of the recommendation did not held securities of the relevant issuer.

First release of the recommendation was performed on 13.4.2010.
Quarterly updates are planned for data, valuation, target price and recommendation.

OTHER INFORMATION

Other information about the services of ALTA Invest, investicijske storitve, d.d. and financial instruments, including general conditions for the provision of services, price lists and other disclosures and information can be found at
http://www.alta.si/, http://www.alta.si/Organizacija_skupine/Ceniki_pogoji_in_akti and http://www.alta.si/Osnove_trgovanja/Razlaga_financnih_instrumentov.

ALTA Invest, investicijske storitve, d.d., Zelezna cesta 18, SI-1000 Ljubljana. Registered at the District Court of Ljubljana, Registration Number: 3710432000, ID for DDV: SI89931181, Share capital: 2,031,803.00 EUR.

The distribution and/or content of this document in other jurisdictions may be restricted or differently regulated by law, and the reader should inform himself regarding any such restrictions. By accepting this document,
the reader consents to be bound by the foregoing instructions.
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