Result Review Q4 2024

Results in line with expectations; Gradually advancing profits

AS DelfinGroup (hereafter referred to as “DGR” or the “Group”)
reported its 2024 results in line with our expectations and nicely
landing on the management targets. Latest market data shows non-
bank consumer lending loan portfolio in 1H24 reported strong 20%
y-0-y growth. DGR continued to expand its loan portfolio ahead of
the market, increasing its market share in consumer loan segment
from 15.9% at the end of 2023 to 16.7% (+0.8pp) in 1H24, while pawn
loan segment market share increased by 1pp to reach 54%. Despite
robust loan portfolio growth, the Group’ s profits were constrained
by high credit loss expense, elevated OpEx and somewhat lower loan
yields. The Group comfortably meets it debt covenants, retaining
room for loan portfolio growth and sustaining strong dividend
profile, including quarterly dividends and potential additional
annual dividends.

At the end of the year net loan portfolio reached EUR 113.5m
(+27.5% y-o-y and +5.3% q-o0-q), with consumer loan portfolio
expanding 28% y-o-y but pawn loan portfolio 18% y-o-y. On
quarterly basis loan portfolio continued to exceed loan issuance
volumes, indicating that the loan portfolio growth is additionally
driven by the increase in average term of loans issued. Net interest
income advanced broadly in the same pace as net loan portfolio,
reaching EUR 11.0m (+28.2% y-o0-y). Although cost of debt in Q4 fell
to 11.1% (-1.1pp y-o-y), the positive impact was offset by lower
yields. In Q4 the annualized yield on average gross loan portfolio
reduced by 2 pp y-o-y to 47%. Credit loss expense continued broadly
stable levels this year and in Q4 grew at higher rate than loan
portfolio coming at EUR 4.1m (+55.7% y-0-y).

Retail sales of pre-owned goods rose to EUR 3.4m (+22.5% y-0-y),
maintaining a stable gross margin of 31.7%. It is important to note
that reported retail sales exclude collateral sold from pawn loans,
which is instead accounted for under pawn loan interest income. To
provide a clearer view of retail sales dynamics, DGR reports a
separate sales figure that includes pawn collateral sales, which
reached EUR 4.6m (+15% y-0-y).
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Key Numbers (EURm) 2021 2022 2023 2024 2025E 2026E 2027E 2028E
Revenue 24.7 35.9 50.4 63.0 70.2 75.4 79.1 814
EBITDA 10.2 13.1 18.2 22.3 24.9 27.1 28.8 29.3
Operating Profit 5.2 7.3 8.3 9.4 12.2 14.1 15.7 15.9
EPS 0.09 0.13 0.15 0.16 0.22 0.25 0.28 0.28
Total Net Loans 43.0 67.4 89.0 113.5 124.7 138.2 146.5 154.9
Net Debt 30.3 54.7 74.2 95.4 101.8 109.9 112.4 114.9
Total Equity 17.4 18.0 21.3 25.1 30.3 36.2 425 49.0
Dividends 3.7 5.4 35 3.7 4.6 5.4 6.2 6.3
Dividend Yield (%) 5.9 8.1 59 7.1 9.4 101 12.7 12.9
ROE (%) 29.8 335 33.6 319 35.3 33.9 319 27.9
EV/EBITDA (x) 9.4 9.7 7.3 6.4 5.0 4.6 4.3 4.2
P/E (x) 15.8 1.3 8.9 7.1 5.0 4.3 3.9 3.8
P/Book (x) 3.6 3.7 2.8 2.1 1.6 1.4 11 1.0

Source: DelfinGroup, Signet Bank for estimates. Valuation multiples 2025-2028E are calculated based on the share price EUR 1.162 at Feb 28, 2025.
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Encouragingly, DGR’s online store upgrades have
delivered strong results, with online sales growing by 48%
y-0-y, significantly outpacing total sales growth. This
indicates increasing traction in the digital channel,
supporting long-term scalability and customer reach.

The Group managed to expand its revenues ahead of costs
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line advancement. Operating profit reached EUR 2.6m
(+11.9% y-o0-y and +7.3% g-0-qg) while net profit amounted
to EUR 2.0m (+56.2% y-0-y and +5.9% q-0-q). We note that
profits had higher y-o-y upside due to changes in CIT
legislation last year and full year additional tax was
accounted in 4Q23 period. For comparison yearly net
profit expanded only by 6.6% y-0-y.

with C/I ratio decreasing to 45.8% (-1.2 pp y-o0-y and -0.8
pp g-o0-g). However, due to high credit loss expense OpEXx
continued to exceed gross profit growth, hindering bottom

Loans issued vs loan portfolio Loans issued vs loan portfolio (Growth g-0-q)
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Cost-income Ratio (RHS) Credit losses as % of loans
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Q4/24A Q4/23A Q3/24A % q-0-q %Yy-0-y Q2/24EDev.Abs Dev.% Q2/25E12M/24A12M/23A % y-0-y

EURM
Net loan

portfolio 135 89.0 107.7 53 275 131 0.4 0 115 1135 890 275
Net sales (Retail) 11 0.9 09 222 279 038 03 38 0.8 3.6 31 152
Netinterest 11.0 8.6 10.8 14 214 114  (0.4) ) 1.6 414 326 269
Income

Creditloss

expenses (41) (26) (@41 (03) 557  (4)) 01 0 @l (@51 (10.7) 413
Gross profit 8.0 6.9 7.7 50 16.8 81 (01 ) 83 219 182 203
Operating

expenses, net (5.4) (46) (52 3.9 192  (55) 0.0 (0) (55) (205) (16.8) 22.4
EBITDA 5.9 5.1 5.7 35 15.7 5.8 0.1 2 5.9 221 182 216
Operating profit 2.6 2.3 2.4 7.3 11.9 26  (01) 2 2.8 9.4 83 83
Net profit 2.0 13 19 59 562 21 (01) ) 2.2 7.4 66 6.6

Source: DelfinGroup



All in all, with DGR’s 2024 results aligning with our
estimates and no major surprises in the outlook, we view
the results as neutral and confirm our price target, which
still reflects a solid upside of +35% against the current
market price. P/B & ROE peer comparison highlights that
DGR trades at an undeserved discount, with an ROE of
31.9%, implying an 18% upside. Looking ahead, we expect
DGR to continue delivering stable profit growth, driven by
scaling of net loan portfolio and benefiting from a
declining cost of debt.

While the dividend payment approval for Q4 is pending
the Group has distributed EUR 3.7m dividends in 2024
which roughly accounts for 50% of total profits and would
generate 7.1% dividend vyield. Currently the DGR
comfortably meets its debt covenants, thus giving good
confidence for additional annual dividends to be
distributed in June. Currently, the Group notably exceeds
the peer median dividend yield of 3.7%.
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Investors should be aware of the ongoing regulatory
discussions regarding commissions charged by non-bank
lenders for fast loan processing. While the Consumer
Rights Protection Center has accepted the practice, it is
now considered to indirectly violate annual interest rate
ceilings. At this stage, DGR has not disclosed the potential
impact on profitability if regulators decide to reverse their
stance on these additional commissions. It also remains
uncertain whether the Group could partially offset the
effect through higher interest rates. We continue to
monitor the situation for further regulatory developments
and Group’ s announcements.
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Source: Bloomberg. Peer group chosen from our latest valuation report. Outliers excluded.

Management's guidance

Indicator 2024 target 2024 actuals Deviation 2025 target Eztri;n;tt: | 2024 target
Net loan portfolio (EURmM) 105.0 113.5 8% 125.0 10% 105.0
EBITDA (EURmM) 21.8 221 2% 26.0 17% 21.8
Pre-tax profit (EURm) 9.4 9.4 0% 12.2 30% 9.4
Cost-income Ratio (%) <45% 45.8 X <45% <45%
ROE (%) >30% 31.9 v >30% >30%
Equity Ratio (x) >20% 26.7 v >20% >20%
Dividend payout ratio (%) >50% TBD >50% >50%

Source: Signet Bank. Dividend payout ratio depends on the approval of Q4 2024 dividends and approval of annual dividends in spring 2025.
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Amidst solid loan portfolio growth, DGR offers one of the
highest dividend yields among our selected peers,
reflecting the relatively low valuation of the stock. The
median of peer group P/E ratio indicates that DGR trades
at 30% discount to its peers.

Div Yield (%) TTM
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Valuation |

Investment Case

DGR's profitable growth and appealing dividend yields form the core of its investment case. We view favorably the
Group’s development of new products, enhancements in online channels for both consumer loans and secondary
goods sales, and the synergistic benefits across its business segments. DGR also holds a unique competitive
advantage with the largest branch network in the country within the financial sector. The Group has demonstrated
consistent profitability and a strong dividend-paying capacity, reinforcing its attractiveness to investors. Having
solidified its market position in Latvia, DGR has now expanded into Lithuania, targeting further loan portfolio growth.
Given the Group’s proven track record in Latvia, Lithuania presents an attractive opportunity to scale its operations
and drive sustained expansion.

Key Risks: Key Drivers:

+ Economic recession « Strong position in Latvian market
Deterioration of portfolio quality + Diversified sales channels
Lower lending volumes « Extensive branch network

= Stiff competition/product similarity

Weighted Value Period weights Period -
Per Share, EUR 2024E 2025E 2026E weighted Weights C°“t'f[':\‘j;'|32
Method 33% 33% 33% value

RIM 1.53 35% 0.54
GGM 1.63 35% 0.57
Dividend Yield 1.86 1.64 2.00 1.83 10% 0.18
P/B&ROE 1.48 1.59 1.52 1.53 10% 0.15
P/E 1.37 1.44 1.37 1.39 10% 0.14
Total weighted value per share 1.58

Source: Signet Bank

Div Yield 2.00
RIM 138 -
GGM 155
P/E 137 . 1.4
P/B & ROE 1.48
52 week high/low 100 _
0.8 11 13 16 1.8 2.1 2.3

Source: Signet Bank 5



Disclaimer |

Sign-off time: February 28, 2025, 18:00

The report has been prepared by Signet Bank AS, hereinafter referred to as ‘Signet Bank’. The copyright in this report
belongs to Signet Bank. The responsible analyst for this report is Valters Smiltans. The report is prepared solely for the
informational purposes, and is not construed as a personal investment advice or recommendation. Signet Bank does not
recommend taking any actions based on this report. The stock analysis report is not an offer to sell or a solicitation to buy
securities, and it should not be interpreted as such. The Bank and its employees shall not be liable for any losses or
damages which may result from or be in connection with reliance upon the information provided.

The report may not be reproduced, redistributed or published in any form whatsoever (in whole or in part) without prior
written permission of Signet Bank. The user shall be liable for any non-authorized reproduction or use of this report,
whether in whole or in part, and such, reproduction may lead to legal proceedings. Signet Bank does not accept any liability
whatsoever for the actions of third parties in this respect. This information may not be used to create any financial
instruments or products or any indices.

Neither Signet Bank nor its board members nor its representatives nor its employees will accept liability for any injuries,
losses or damages, direct or consequential, caused to the reader that may result from the reader’s acting upon or using the
content contained in the publication.

Readers of this report should be aware of that Signet Bank is constantly seeking to offer investment banking services to
companies (hereinafter, ‘Company’ or ‘Companies’) mentioned in research reports or may have other financial interests in
those Companies.

Historically, the Signet Bank has acted as the Arranger and Certified Adviser on Nasdaq Baltic First North in several
DelfinGroup’s bond issues and Signet Bank currently serves as the Calculation Agent for several DelfinGroup’s floating
coupon bonds. While Signet Bank currently has no active agreements with DelfinGroup regarding capital markets
transactions, looking ahead, there is a possibility that Signet Bank may be engaged as the Arranger in new capital markets
transactions of DelfinGroup. The Group was provided with a copy of this report, excluding the valuation section, prior to
its publication in order to verify its factual accuracy and the report was subsequently changed.

All reports are produced by Signet Bank’s Customer Relationship and Service department. In order to proactively prevent
conflicts of interest, Signet Bank has established several procedural and physical measures. Such measures include, among
other things, confidentiality measures through separation, or so-called “Chinese walls”, virtual and physical barriers to
limit the exchange of information between different departments, groups or individuals within Signet Bank. These
measures are monitored by the Compliance department of Signet Bank. Signet Bank does everything possible to avoid the
conflict of interests but it cannot guarantee that conflict of interests situations do not arise at all.

The responsible analyst(s) for the content of the report certifies that, notwithstanding any potential conflicts of interest
mentioned here, the opinions expressed in this report accurately reflect the personal views of the respective analyst(s)
concerning the companies and securities covered in the reports. The analyst(s) also certify that they have not received, are
not receiving, and will not receive any direct or indirect compensation for expressing their views or making specific
recommendations in this report.

This report is based upon information available to the general public. The information contained within has been compiled
from sources deemed to be suitably reliable. However, no guarantee to that effect is given and henceforth neither the
accuracy, completeness, nor the timeliness of this information should be relied upon. Any opinions expressed herein
reflect a professional judgment of market conditions as at the date of publication of this document and are therefore
subject to change without prior notice.

The analysis contained in this research report is based on numerous assumptions; different assumptions could result in
materially different results. Any valuations, projections and forecasts contained in this report are based on a number of
assumptions and estimates and are subject to contingencies and uncertainties. The inclusion of any such valuations,
projections and forecasts in this report should not be regarded as a representation or warranty by or on behalf of Signet
Bank or any person within Signet Bank that such valuations, projections and forecasts or their underlying assumptions and
estimates will be met or realized.

Where an investment is described as being likely to yield income, please note that the amount of income that the investor
will receive from such an investment may fluctuate due to currency exchange rate moves and taxation considerations
specific to that investor.

The information contained in this report does not constitute advice on the tax consequences of making any particular
investment decision.
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Signet Bank reviews its estimates at least once during financial reporting period and upon most major financial events.

The target price has been issued for a 12-18 month period and has been derived from a weighted approach combining both
DCF valuation and relative multiple comparisons. The relative multiple comparisons further incorporate additional
weighting considerations relating to the underlying metrics and time forecast periods. Company specific inputs have been
forecast and a list of peer companies has been compiled by the Signet Bank analyst(s) writing this research commentary,
whereas the consensus peer data has been obtained from Bloomberg. For more detailed information about the valuation
methods please contact the analyst(s) using the contact details provided above. Although we do not issue explicit
recommendations, for regulation compliance purposes we adhere to the following synthetic structure:

e Buy- Expected return of more than 10% within 12-18 months (including dividends)
e Neutral- Expected return from -10% to 10% within 12-18 months (including dividends)
e  Sell- Expected loss more than 10% within 12-18 months (including dividends)

In the 12-month period preceding 28.02.2025 Signet Bank has issued 3 recommendation, of which 77% have been ‘Buy
recommendations’, 0% as ‘Neutral’, 33% as ‘Sell’ and 0% as ‘under review’. Of all the ‘Buy recommendations’ issued, 100%
have been for companies for which Signet Bank has provided investment banking services in the preceding 12-month
period. Of all the ‘Neutral recommendations’ issued, 100% have been issued to companies for which Signet Bank has
provided investment banking services in the preceding 12-month period. The classification is based on the above structure

For a list of recommendations that were disseminated during the preceding 12-month period, including the date of
dissemination, the identity of the person(s) who produced the recommendation, the price target and the relevant market
price at the time of dissemination, the direction of the recommendation and the validity time period of the price target,
please contact the analyst(s) using the contact details provided above.

Signet Bank believes this report is considered to be a minor non-monetary benefit as the product is free to everyone who
wishes to receive it and is therefore not an inducement according to Ch.7 in ESMA’s “Questions and Answers on MIFIDII
and MiFIR investor protection topics.
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