XTB

Attractive mean reversion

XTB has become an unexpected beneficiary of the global pandemic. Thousands
of people who were "trapped" at home lost no time opening brokerage accounts
to try their hand making money in the financial markets. This, coupled with
extremely high volatility, resulted in massive profits recorded by the company in
the first quarter. Although we assume markets will gradually revert to the mean,
we believe that XTB will still benefit for some time from tension in the economy,
while low interest rates globally will drive retail investors to search for higher
returns outside banking deposits. On top of this, a strong and liquid balance
sheet creates room for a healthy dividend payment and further expansion of the
business if opportunity arises. We upgrade our recommendation to BUY and
increase the Fair Value of the company to PLN 10.9, offering 23% upside
potential.

Profits to normalize soon, but at a higher level

We feel that after an expected extraordinary 2020, profits will normalize as soon
as in 2021, but at a higher level than we had anticipated so far. We expect a net
profit of PLN 309m in 2020, PLN 81m in 2021 and PLN 107m in 2022. Growth in
earnings in subsequent years will be driven by further increases in the client
base, which so far has been essentially uninterrupted. It can also be boosted by
geographical expansion planned by the company, eg. in Africa (which to be
honest, despite several promises, has yet to materialize).

Other key metrics such as the number of lots per client and profitability of each
lot should be stable under the assumption that no further regulations are
introduced, which is our base case scenario. Obviously XTB operates in a highly
regulated environment, so it will be reflected in a higher expected rate of return
and thus lower valuation multiples.

XTB trades at P/E of 3.4x for this year (we think that strong momentum from Q1
continues in Q2 as well), 12.8x for 2021 and 9.7x for 2022. We note that multiples
for next year will be reduced after the expected payment of DPS next year, at
which time the company should return more than 20% of its market
capitalization.

Most profits likely to go to shareholders

Expected strong 2020 profits will allow XTB to pay a higher dividend next year
(possibly even in 2H20). We estimate that with a 75% payout ratio, DPS can reach
PLN 1.97, what would translate into a 22% dividend yield. At the same time, we
think that its solid and very liquid balance sheet allows XTB to flexibly navigate
between dividend policy and further growth, but also means that the value of the
company's equity should provide a floor for the valuation of the company.

Figure 1. Summary of Financial Data
2017 2018 2019 2020E 2021E 2022E

Revenues (PLN m) 274 288 239 613 276 307
EBITDA (PLN m) 134 120 72 401 103 133
EBIT (PLN m) 128 116 65 393 99 132
Net profit (PLN m) 93 101 58 309 81 107
EPS (PLN) 0.79 0.86 0.49 2.63 0.69 0.91
DPS (PLN) 0.32 0.35 0.17 0.24 1.97 0.35
Payout ratio 48% 40% 20% 49% 75% 50%
Dividend yield 7.2% 8.3% 4.4% 2.7% 22.3% 3.9%
P/E 5.6 4.9 7.8 34 12.8 9.7
EV/EBITDA 1.2 0.2 -0.5 0.6 3.8 2.5

Source: Company, IPOPEMA Research
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XTB P&L (PLN m) 2017 2018 2019 2020E 2021E 2022E
Revenues 274 288 239 613 276 307
OPEX 146 172 174 220 177 175
BUY FVPLN 10.9 EBITDA 134 120 72 401 103 133
Mkt Cap EUR 230m Upside 23%  EBIT 128 116 65 393 99 132
Financial income (cost) net -8 9 -10 1 0
Profits of associates, others -6 0 0 0 0
Pre-tax profit 115 125 69 383 100 132
Valuation multiples 2018 2019 2020E 2021E 2022E Income tax 22 23 12 75 19 25
P/E (x) 49 7.8 3.4 12.8 9.7  Minorities 0 0 0 0 0 0
EV/EBITDA (x) 0.2 -0.5 0.6 3.8 2.5 Net profit 93 101 58 309 81 107
EV/Sales (x) 0.1 -0.2 0.4 1.4 1.1 Net profit adj. 98 109 58 326 81 107
P/BV (x) 1.1 0.9 1.3 1.6 1.5
FCF yield (%) 248%  -33% 25.1%  13.4% 7.2%  BALANCE SHEET (PLN m) 2017 2018 2019 2020E 2021E 2022E
DY (%) 8.3% 4.4% 27%  22.3% 3.9% Goodwill and intangible assets 3 1 1 0 1 1
PP&E 3 3 14 6 3 15
Per share 2018 2019 2020E 2021E 2022E Own cash 367 468 484 793 636 702
No. of shares (m) 117.4 117.4 117.4 117.4 117.4  Clients' cash 378 364 471 529 403 448
EPS (PLN) 0.86 0.49 2.63 0.69 0.91 Financial securities 128 14 149 190 145 161
BVPS (PLN) 3.88 4.18 6.77 5.49 6.06  Other assets 18 21 20 21 21 21
FCFPS (PLN) 1.04 -0.13 2.23 1.19 0.64 Total assets 898 970 1139 1540 1208 1348
DPS (PLN) 0.35 0.17 0.24 1.97 035 Equity 400 456 491 795 644 711
Liabilities due clients 421 448 574 673 502 563
Change y/y (%) 2018 2019 2020E 2021E 2022E Financial liabilities M 28 24 26 20 22
Revenues 53% -17.0% 156.3% -55.0%  11.1% Other liabilities 35 38 51 46 42 52
EBITDA -10.9% -39.7% 4553% -743% 29.8%  Equity & liabilities 898 970 1139 1540 1208 1348
EBIT -9.7% -43.5% 501.3% -74.7% 32.8%  Net cash (PLN m)* 367 468 488 802 649 705
Net profit 9.2% -43.1% 434.8% -73.7% 32.2%
CASH FLOW (PLN m) 2017 2018 2019 2020E 2021E 2022E
Leverage, return 2018 2019 2020E 2021E 2022E Operating cash flow 122 140 46 346 83 115
c/l 59.8% 72.7% 359% 64.0% 57.0% Net income 93 101 58 309 81 107
EBITDA margin 41.5% 30.2% 653% 37.2%  43.5% D&A 6 4 7 7 3 2
EBIT margin 402% 273% 64.1% 36.0% 43.0%  Changein WC 27 42 -22 2 -6 2
Net margin 352% 241% 50.3% 29.4%  34.9% Other -4 -8 3 28 5 5
Net debt / EBITDA (x) -3.9 -6.8 -2.0 -6.3 -5.3  Investment cash flow -4 -1 -3 -4 -4 -4
Net debt / Equity (x) -1.0 -1.0 -1.0 -1.0 -1.0  Capex -4 -1 -3 -4 -4 -4
Net debt / Assets (x) -0.5 -0.4 -0.5 -0.5 -0.5 Other 0 0 0 0 0 0
ROE 23.7% 122% 48.0% 11.3% 15.8%  Financial cash flow -38 -41 -25 -33 -236 -45
ROA 10.9% 55%  23.0% 5.9% 8.4%  Changein equity 0 0 0 0 0 0
ROIC 20.6% 10.8% 40.1% 12.5%  15.0% Lease payments 0 0 -5 -5 -5 -5
Dividend -38 -4 -20 -28 -231 -41
Split 2018 2019 2020E 2021E 2022E Other 0 0 0 0 0 0
Revenues (PLN m) 288 239 613 276 307 Change in cash 80 97 18 309 -157 66
Retail 269 218 FX differences -4 4 -1 0 0 0
Institutional 19 21 Cash as of eop 367 468 484 793 636 702
OPEX (PLN m) 172 174 220 177 175
Personnel 78 86 105 95 97  Assumptions 2017 2018 2019 2020E 2021E 2022E
Marketing 33 38 56 40 35 New clients (ths) 18.9 20.7 36.6 68.0 38.0 39.0
External services 25 25 27 20 22 Avg active clients (ths) 19.0 21.3 26.6 44.1 33.6 37.3
Rental fees 8 3 4 4 4 Volumes per active client (lots) 116 98 60 62 60 60
D&A 7 7 3 2 Volumes (lots, ths) 2197 2095 1597 2733 2016 2239
Tax and fees 3 3 3 3 Revenues / lot (PLN) 125 138 150 224 137 137
Fees 8 8 13 6 6
Other costs 14 4 5 5 5 Capital 2017 2018 2019 2020E 2021E 2022E
TCR 121%  21.0% 159% 141% 19.7%  19.4%
Tier 1 ratio 121%  21.0% 159% 14.1% 19.7% 19.4%
Capital required (PLN m, eop) 246 179 274 333 279 307

Source: Company data, IPOPEMA Research, *with treasury bonds
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Figure 2. Avg. number of active clients (‘'000s) - quarterly data
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Key issues

Update on operating figures and key assumptions

Revenue generation at XTB is basically a function of the number of active clients, traded
volumes per client and the profitability of a trade. Below we show how these three key
metrics have been changing over the last few years, having also been impacted by measures
introduced by ESMA, and we add our forecast.

The number of active clients has shown a steady increase since 2013. A temporary drop was
observed in the second half of 2018 after the implementation of EMSA measures. However,
client numbers started to rebound in 1Q19 and skyrocketed in 1Q20 when the coronavirus
hit the global economy and masses of people were "trapped" at home due to national
lockdowns. XTB clearly benefited from the fact that individual investors rushed to open new
brokerage accounts globally.

We believe the rising trend will remain unchanged over the long term; however, we assume
normalization after 2020's jump. Also, we reiterate that XTB is devoted to and focused on
client acquisition: the firm sees an opportunity to attract new clients from other brokerage
houses, which are suffering more in the new regulatory environment.

Figure 3. Avg. number of active clients (‘'000s) - annual data and
forecasts
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Source: Company, IPOPEMA Research

Figure 4. Lots per active client (annualized) - quarterly data
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The number of lots traded per active client was the most affected by the ESMA regulations,
but it had already begun to stabilize in 2019. In 1Q20 it remained in a post-ESMA rage, which
clearly suggests that it is less sensitive to the market environment and depends more on
leverage and the value of clients’ deposits. If no further limitations are introduced, which is
our base case scenario, we should see stabilization of this metric close to current levels.

Figure 5. Lots per active client - annual data and forecasts
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Source: Company, IPOPEMA Research

And last but not least, profitability of the average trade exploded in the last two quarters,
well above the long-term average. In 1Q20, for instance, it was boosted by unprecedented
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Figure 6. Revenues per lot (PLN) - quarterly data
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daily moves in crude oil. We continue to see this metric as unpredictable on the quarterly
horizon but we believe that in the long-term it should revert to the mean once volatility on
the markets returns to typical levels. We estimate that the long-term average is now PLN 137
per lot, and we apply this into our forecasts.

Figure 7. Revenues per lot (PLN) - annual data and forecasts
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Source: Company, IPOPEMA Research. Grey line is average.

How much cash does XTB actually need?
We estimate that XTB needs at least around PLN 450-500m in capital to operate smoothly.

The company's capital requirements vary depending on how much risk the company takes
on, and how much is hedged. And these requirements need to be met every day. In the past,
the company's end of the quarter capital requirements were in the range of PLN 200-250m
on average, but they have also topped PLN 300m as well (PLN 323m as of end 3Q19). We
assume that on some days they can jump even higher putting pressure on company's capital
ratios. Thus, XTB needs to maintain an additional internal cushion of capital to stay flexible
for those times a market opportunity arises to take advantage of. We calculate that this
internal capital cushion should amount to at least PLN 150-200m (in our "adjusted" DCF
model we use the higher end of this range).

Figure 8. XTB capital requirements as of end of the quarter
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Source: Company, IPOPEMA Research

At the end of 1Q20 XTB had PLN 747m of own cash and treasury bonds. Of this amount,
PLN 28m was already paid in dividend in April, while an additional c. PLN 50m will be
outflows related to unpaid taxes and accrued full-year bonuses from 1Q20. This still leaves
c. PLN 670m of available cash (this actually almost fully covers the equity capital as of end
1Q20, which, after deduction of the dividend paid in April, reached PLN 662m).

Based on the abovementioned, we estimate that surplus capital (cash) which could be
available to shareholders is PLN 200-250m (PLN 1.7-2.13 per share). We assume that it will
be partially used to pay dividends from 2020 profits (we assume DPS of PLN 1.97 paid in
2021), but the company already stated that it will consider different options to distribute this
to its shareholders. Hence, we cannot exclude a positive surprise that some form of
remuneration will be delivered already in 2H20.
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Value of equity should provide approximate floor to the value of the firm

Most of the company's assets are highly liquid as they consist of cash (own and clients'),
treasury bonds and financial securities (mostly CFDs). This is why we feel the company's
equity capital should be seen as an approximation of its liquidation value, and thus provide
a floor for the valuation of the firm. In order to calculate such a liquidation value, we used
the following, conservative, in our view, discounts for particular assets:

e 0% for cash and financial assets,

e 10% for receivables from corporate tax, loans granted and accruals,
e 30% for PPE,

e 100% for intangibles and assets from deferred tax.

From assets estimated in such a manner, we deduct all liabilities to get the final value, which
gives on average a mere 2-4% discount to book value. Below we present XTB's liquidation
value for previous quarters. We note that 1Q20 includes a DPS of PLN 0.24, which was
already paid in April.

Figure 9. XTB liquidation value (PLN per share) and as % of equity capital
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Source: Company, IPOPEMA Research
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Market conditions

Volatility in global financial markets skyrocketed in the beginning of 2020 to levels not seen
for years following the coronavirus outbreak and its expected impact on the global
economy. The peak of the volatility is likely behind us, yet investor uncertainty remains
elevated. Our base-case scenario is that markets will gradually return to a normalized level,
but obviously surges in volatility on different instruments can occur from time to time,
creating opportunities for XTB to rake in extra profits. Also XTB was able to avoid operating
and financial problems other brokers were facing eg. with quotation of negative prices in
crude oil. Interactive Broker, US-based FX broker, took USD 88m losses after its clients faced
the negative settlement price what triggered losses in excess of the equity in their accounts.

Figure 10. Volatility in FX market
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Figure 12. Volatility in commodity market
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Source: Bloomberg, IPOPEMA Research. Volatility in FX market measured as JP Morgan's FX volatility index, in equity market as DAX
volatility and in commodity market as volatility of Bloomberg Commodity Index (last two calculated as 30-days standard deviation).
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Valuation summary

Our valuation of XTB is based on a discounted cash flow (DCF) model adjusted to include the
effect of capital requirements, a discounted dividend model (DDM) and a peers’ multiples
valuation model, with each method given equal weights. We use perpetual growth rate of
1%, ROE of 13.4% and payout ratio of 75% in terminal value. We also increase beta from 1.3x
to 1.5x to reflect high risk of regulation and possible legal claims from clients. Based on our
forecasts, we arrive at a Fair Value of PLN 10.9 per share, or 23% above the current market
price, which implies a BUY recommendation.

Figure 13. Valuation summary

weight v

DCF Valuation 1/3 12.40
DDM Valuation 1/3 8.20
Peers Valuation 1/3 12.20
Fair Value (PLN) 10.90
Source: Company, IPOPEMA Research
Figure 14. Key assumptions
Cost of equity 2020E 2021E 2022E 2023E 2024E
Risk-free rate 2.0% 2.0% 2.0% 2.0% 2.0%
Risk premium 5.0% 5.0% 5.0% 5.0% 5.0%
Unlevered beta 1.50 1.50 1.50 1.50 1.50
Levered beta 1.50 1.50 1.50 1.50 1.50
Debt risk premium 1.0% 1.0% 1.0% 1.0% 1.0%
CoE 9.5% 9.5% 9.5% 9.5% 9.5%
WACC 9.5% 9.5% 9.5% 9.5% 9.5%
Source: Company, IPOPEMA Research
Figure 15. DCF Valuation
DCF Valuation 2020E 2021E 2022E 2023E 2024E v
EBIT 393.3 99.3 131.9 138.7 142.7 142.6
tax rate 79.5% 79.0% 79.0% 79.0% 79.0% 79.0%
- tax 76.7 18.9 25.1 26.3 27.1 27.1
NOPAT 316.6 80.5 106.8 112.3 115.5 115.5
+ D&A 7.4 3.5 1.5 8.0 3.8 4.1
- Change in WC 1.5 -6.3 2.2 1.3 0.3 0.1
- CAPEX 4.1 4.1 4.1 4.1 4.1 4.1
- Change in capital required 58.8 -53.1 27.2 -6.0 6.6 2.3
FCF 259.5 139.2 74.8 121.0 108.4 113.2
Discount factor 0.91 0.85 0.76 0.70 0.64
PV FCF 237.0 116.1 57.0 84.1 68.9 845.7
g 1.0%
EV (PLN m) 1409
+ Net cash (as of end 2019) 488
- Required capital (as of end of 2019) 274
- Additional capital cushion 200
- Dividend paid 28
= Value of equity 1395
Month 5
= PV of equity 1452
Shares number (m) 117.4
Fair Value per share (PLN) 12.40
Source: Company, IPOPEMA Research
Figure 16. DDM Valuation
DDM Valuation 2021E 2022E 2023E 2024E 2024E v
Dividend paid 2314 40.5 53.6 56.4 58.0 87.0
Discount factor 0.85 0.76 0.7 0.64 0.58
Discounted dividend 193.0 30.9 37.3 35.8 33.7 594.0
Sum of discounted dividends 925
= PV of equity 961
Shares number (m) 117.4
Fair Value per share (PLN) 8.20
Source: Company, IPOPEMA Research

[ ]
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Figure. Peers multiple valuation (prices as of 19.05.2020)

Mcap P/E Dividend yield
Company Country
USD m 2020E 2021E 2022E 2020E 2021E 2022E
IG Group UK 3528 12.3 15.6 13.8 5.5% 5.5% 5.6%
Plus500 Israel 1768 4.4 10.4 11.8 8.8% 5.0% 4.3%
CMC Markets UK 737 7.4 13.3 13.3 7.0% 3.9% 3.8%
GAIN Capital USA 240 4.6 12.6 n/a n/a n/a n/a
median 6.0 12.9 13.3 7.0% 5.0% 4.3%
XTB Poland 252 3.4 12.8 9.7 2.7% 22.3% 3.9%
premium/discount -44% -1% -27%
Implied valuation (PLN m) 1845 1049 1427
Median of implied valuations (PLN m) 1427
Implied value per share (PLN) 12.20
Source: Reuters, IPOPEMA Research
Figure 17. Change in IPOPEMA's forecasts
2020 2021
Old New chg Old New chg
Revenues 198.8 613.4 209% 212.4 276.1 30%
OPEX 164.1 220.1 34% 168.5 176.8 5%
EBIT 34.7 393.3 1033% 43.9 99.3 126%
Net profit 33.5 308.6 821% 41.4 81.1 96%
Volumes (lots, ths) 1857 2733 47% 1984 2016 2%
Revenues / lot (PLN) 107 224 7110% 107 137 28%

Source: Company, IPOPEMA Research
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Financial statements

Figure 18. P&L statement (PLN m)

P&L 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Revenues 215.6 204.4 282.5 250.6 273.8 288.3 239.3 613.4 276.1 306.8 324.7 328.8
OPEX 109.3 118.1 141.5 168.5 145.5 172.5 173.9 220.1 176.8 174.9 186.0 186.1
Personnel 493 55.0 68.1 71.9 73.2 78.5 86.0 104.8 95.5 97.4 99.3 102.3
Marketing 19.2 23.6 28.2 493 24.8 333 37.7 55.7 40.0 35.0 35.7 36.4
External services 20.3 17.6 18.7 20.6 21.9 24.9 24.6 27.2 20.1 223 23.6 23.9
D&A 3.9 5.7 5.8 5.4 6.1 3.9 6.8 7.4 35 1.5 8.0 3.8
Other costs 16.7 16.2 20.7 21.2 19.5 31.9 18.8 25.0 17.8 18.7 19.4 19.8
EBIT 106.3 86.4 1411 82.1 128.3 115.8 65.4 3933 99.3 1319 138.7 142.7
Net financials 0.1 10.7 7.3 11.2 -8.0 8.9 4.0 -10.0 0.8 0.5 0.6 0.7
Others 0.0 0.0 0.0 0.0 -5.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Gross profit 106.4 97.0 148.4 93.3 114.7 124.7 69.4 3833 100.1 132.3 139.2 143.3
Tax 24.4 20.0 29.3 15.6 21.7 23.2 11.7 74.8 19.0 25.1 26.5 27.2
Net profit 81.9 771 119.0 77.7 93.0 101.5 57.7 308.6 81.1 107.2 112.8 116.1
Source: Company, IPOPEMA Research
Figure 19. Balance sheet (PLN m)
Balance Sheet 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Own cash 168.2 287.4 325.3 290.7 367.1 468.0 484.4 793.2 635.9 702.2 766.6 826.3
Clients' cash 2451 268.0 298.1 375.6 378.5 363.9 470.8 528.9 403.1 447.8 474.0 480.0
Financial assets 71.5 61.9 64.5 95.1 128.1 114.3 149.3 190.4 145.1 161.2 170.6 172.8
Intangible assets 12.9 17.9 13.3 10.1 2.9 0.7 0.6 0.5 0.5 0.6 0.5 0.5
Fixed assets 4.7 4.5 4.1 3.7 3.0 2.5 14.2 6.4 2.5 15.5 7.1 2.9
Other assets 54.5 18.7 21.7 21.5 18.1 20.7 19.6 21.0 21.0 21.0 21.0 21.0
Total assets 557.0 658.3 7271 796.8 897.7 970.1 11389 15404 1 208.1 13483 1439.8 15034
Amounts due to clients 246.1 268.0 301.1 377.3 421.4 447.8 573.9 673.1 502.0 562.8 598.4 606.6
Financial liabilities AFS 1.5 14.7 10.2 22.6 40.9 28.2 23.5 26.4 20.2 22.4 23.7 24.0
Other liabilities 429 39.9 41.8 40.9 35.1 38.9 50.7 46.3 41.7 52.2 47.6 43.1
Total liabilities 300.4 322.6 353.1 440.9 497.4 514.9 648.2 745.8 563.9 637.4 669.7 673.7
Equity capital 256.5 335.7 374.0 355.9 400.3 455.2 490.7 794.6 644.2 710.9 770.1 829.8
Total equity & liabilities 557.0 658.3 7271 796.8 897.7 970.2 11389 15404 1208.1 13483 1439.8 15034
Source: Company, IPOPEMA Research
Figure 20. Cash flows statement (PLN m)
Cash Flow 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Operating cash flow 85.9 100.1 116.5 56.3 121.9 139.5 45.7 345.6 82.8 115.5 126.7 124.7
Pre-tax profit 106.4 97.0 148.4 93.3 114.7 124.7 69.4 383.3 100.1 132.3 139.2 1433
D&A 3.9 5.7 5.8 5.4 6.1 3.9 6.8 7.4 3.5 1.5 8.0 3.8
Tax paid -14.6 -22.2 -33.7 -10.4 -25.8 -23.3 -4.0 -74.8 -19.0 -25.1 -26.5 -27.2
Other 9.8 19.6 -4.0 -32.0 26.9 34.3 -26.4 29.7 1.7 6.8 5.9 4.8
Investing cash flow -8.2 18.1 -1.5 -1.8 -4.0 -1.2 -3.3 -4.1 -4.1 -4.1 -4.1 -4.1
CAPEX -8.8 2.2 -1.8 -1.8 -4.2 -1.3 -3.3 -4.1 4.1 4.1 -4.1 -4.1
Other 0.5 20.3 0.3 0.0 0.2 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Financing cash flow -95.3 -0.5 -78.2 -91.7 -37.7 -41.2 -24.9 -32.7 -236.0 -45.1 -58.1 -60.9
Dividend paid -95.0 0.0 -77.5 -91.6 -37.6 -41.1 -20.0 -28.2 -231.4 -40.5 -53.6 -56.4
Other -0.3 -0.5 -0.6 -0.1 -0.1 -0.1 -4.9 -4.5 -4.5 -4.5 -4.5 -4.5
Total cash flow -17.6 117.6 36.9 -37.2 80.2 97.2 17.5 308.8 -157.3 66.3 64.4 59.7
Source: Company, IPOPEMA Research
[ ]
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capital and paid capital in the amount of PLN 2.993.783,60, NIP 5272468122, www.ipopema.pl. IPOPEMA Securities S.A. is supervised by the Polish Financial Supervision Authority
(Komisja Nadzoru Finansowego), Piekna 20, 00-549 Warsaw, Poland.

This document was prepared by IPOPEMA Securities S.A. for information purposes only. This document is addressed to IPOPEMA Securities S.A. clients entitled to receive it on the
basis of contracts for the provision of services. This document, using mass media distribution channels, may also reach other investors. It has been produced independently of the
company mentioned in this document and any forecasts, opinions and expectations are entirely those of IPOPEMA Securities S.A. Unless otherwise specified, the estimates and
opinions contained in the document constitute an independent assessment of IPOPEMA Securities S.A. analysts preparing the document as of the date of issuing the document.

IPOPEMA Securities S.A. prepared this document with the preservation of all adequate diligence, thoroughness and reliability on the basis of publicly available information which
IPOPEMA Securities S.A. believes to be reliable. The sources of data are primarily: Bloomberg, Reuters, EPFR, Polska Agencja Prasowa, WSE, Gtéwny Urzad Statystyczny, Narodowy
Bank Polski, financial press, online financial and economic services. While due diligence has been taken by IPOPEMA Securities S.A. to ensure that the facts stated herein are accurate
and that any forecasts, opinions and expectations contained herein are fair and reasonable, IPOPEMA Securities S.A. has not independently verified all the information given in this
document. Accordingly, no representation or warranty, express or implied, is made as to the fairness, accuracy, completeness or correctness of the information and opinions
contained in this document. The opinions expressed in the document can change without notice and IPOPEMA Securities S.A. is under no obligation to keep these opinion current.
None of the IPOPEMA Securities S.A. or any other person accepts any liability whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise
arising in connection therewith provided that IPOPEMA Securities S.A. has been exercised due diligence and integrity during its preparation. This document may be sent to the mass
media, however its copying or publishing in whole or in part as well as dissemination of information enclosed to it is allowed only with prior permission of IPOPEMA Securities S.A. This
document nor any copy hereof is not to be distributed directly or indirectly in the United States, Australia, Canada or Japan, subject to the following section.

Important disclosures for U.S. Persons: Auerbach Grayson & Company Inc. may distribute this document in the U.S. This document is provided for distribution to Major U.S.
Institutional Investors in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended and may not be furnished to any
other person in the U.S. Each Major U.S. Institutional Investor that receives this document shall not distribute or provide it to any other person. Under no circumstances should any
U.S. recipient of this document effect any transaction to buy or sell securities or related financial instruments through IPOPEMA Securities S.A. Any U.S. recipient of this document
wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this document should do so only through Auerbach
Grayson & Company Inc. 25 West 45th Street, Floor 16, New York, NY 10036 U.S. which is a registered broker dealer in the U.S. IPOPEMA Securities S.A. is not a registered broker-
dealer in the U.S. and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. IPOPEMA Securities S.A. and its
research analysts are not associated persons of Auerbach Grayson & Company, nor are they affiliated with Auerbach Grayson & Company. The author of this document whose name
appears in this document is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA"), is not subject to the SEC rules on research
analysts and is not subject FINRA's rules on debt research analysts and debt research reports, equity research analysts and equity research reports. U.S. recipients should take into
account that information on non-U.S. securities or related financial instruments discussed in this document may be limited. The financial instruments of non-U.S. issuers may not be
registered with, or be subject to the regulations of, the SEC. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those
in effect within the U.S.

This document does not constitute any offer to sell or induce any offer to buy or sell any financial instruments, cannot be relied on in connection with any contract or liability and does
not constitute advertising or promotion of a financial instrument or the company. Investment decisions should only be made on the basis of a prospectus or other publicly available
information and materials.

The document was prepared without taking into account the needs and situation of the recipients of the document. When preparing the document, IPOPEMA Securities S.A. does not
examine the recipient's investment objectives, risk tolerance level, time horizon and financial standing of the investors. The company or the financial instruments discussed in the
document may not be suitable for the users of the document, i.e. it may not be suitable for the specific objectives and time horizon or the financial situation. Information included in
the document cannot be regarded as a substitute for obtaining investment advice service. The value of financial instruments may fluctuate, including declines. Changes in FX rates
may have an adverse effect on the value of investments. The investment in financial instruments is linked to investment risks including loss of entire or part of the invested capital.
Past performance is not necessarily indicative of future results. IPOPEMA Securities S.A. points out that the price of financial instruments is affected by many different factors that are
or may be independent of the company and the results of its operations. These include, among others changing economic, legal, political and tax conditions. IPOPEMA Securities S.A.
may have issued in the past or may issue other documents in the future, presenting other conclusions, not consistent with those presented herein document. Such documents reflect
different assumptions, points of view and analytical methods adopted by the analysts preparing them.

Investors should be aware that IPOPEMA Securities S.A. or its related entities may have a conflict of interest that could affect this document’s objectivity. The investor should assume
that IPOPEMA Securities S.A. or its related entities may provide services in favour of the company and obtain remuneration on this account. They may also have another financial
interest with respect to the company. IPOPEMA Securities S.A. or its related entities may seek to do business with the company or other entities mentioned in this document. IPOPEMA
Securities S.A. has an organizational structure and internal regulations in place to ensure that the client’s interests are not compromised in the event of a conflict of interests, in
relation to preparing this document. This document was prepared irrespective and independently of the interests of IPOPEMA Securities S.A., the company that is the subject of this
document and holder of financial instrument issued by aforementioned company. IPOPEMA Securities S.A,, its shareholders, employees and associates may hold long or short
positions in the company's financial instruments or other financial instruments related to the company's financial instruments.

Over the past twelve months, IPOPEMA Securities S.A. was a party to the agreements concluded with the shareholder of X-Trade Brokers Dom Maklerski S.A. related to the placing of
financial instruments issued by X-Trade Brokers Dom Maklerski S.A. Under these agreements IPOPEMA Securities S.A. received the remuneration from the shareholder of X-Trade
Brokers Dom Maklerski S.A.

Information on the conflict of interest arising in connection with the preparation of the document (if any) is provided below.

On the order of the Warsaw Stock Exchange S.A. ("WSE"), IPOPEMA Securities S.A. creates analytical materials for the following companies: AC S.A,, Capital Park S.A., PKB Pekabex S.A.,
Vigo System S.A. The WSE has proprietary copyrights to these materials. For the preparation of IPOPEMA Securities S.A. receives remuneration from the WSE. Information on the
program is available on the website https://www.gpw.pl/gpwpa.

IPOPEMA Securities S.A. uses a number of valuation methodologies including discounted cash flows models (such as discounted operating earnings or dividend discount model), and
earnings and cash-flow based models, which are often related to comparisons with selected peer companies. Cash flow models encapsulate the cash streams forecast to flow to a
company, and are widely used in the investment industry. Peer comparisons factor in amongst other factors, differential growth rates, and indicate how expensive one company might
appear relative to a chosen comparator. The subjective opinions of the report’s author or authors, formed by their knowledge and experience, play a significant role in the valuation.
Also included are assumptions on numerous economic variables, particularly interest rates, inflation and exchange rates and varying these assumptions could results in significantly
different opinions. The strength of the earnings and cash flow based models is the closer attention to a company on a standalone basis, and tying the valuation to its fundamental
value. The weakness of such method is the number of assumptions, which need to be adopted and resulting sensitivity to those assumptions. The peer comparisons methods are less
dependent on the analyst's judgment as to the individual parameters, however the problem with this method appears when the peer comparator is over- or undervalued. Moreover,
leading multiples (based on the future earnings, book values, operating profit or cash flows) include an analyst's estimate of those values.

This document was not transferred to the company prior to its publication. This document was prepared according to the author’s own view, assumptions and knowledge.

Recommendations issued by IPOPEMA Securities S.A. they are valid for a period of 12 months from the date of issue, unless they are updated during this period. IPOPEMA Securities
S.A. updates the issued recommendations depending on the market situation and subjective analysts' assessment.

This document is an investment research within the meaning of Art. 36 par. 1 of the Commission Delegated Regulation (EU) 2017/565.

List of all recommendations regarding any financial instrument or issuer that have been disseminated within the last 12 months by IPOPEMA Securities S.A. is available on the website
at https://www.ipopemasecurities.pl/analizy-i-rekomendacje,p162.

The date and the time stated on the front page is the date of the preparation of this document. The price used throughout the recommendation to calculate adequate ratios is the
“last” price stated on the front page of this document.
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The definitions of terms used in the document include:

NII - Net interest income - interest income minus interest expense.

Net F&C - Net fee and commission income - fee and commission income minus fee and commission expense.

LLP - loan loss provisions - an expense set aside as an allowance for bad loans.

NPL - non-performing loan - loans that are in default or close to be in default.

Cost/Income - operating expenses divided by total banking revenue.

ROE - return on equity - net income (or adjusted net income) divided by the average shareholders’ equity.
ROA - return on assets - net income (or adjusted net income) divided by the average assets.

EBIT - earnings before interests and tax.

EBITDA - earnings before interests, tax, depreciation and amortization.

EPS - earnings per share - the net income (or adjusted net income divided by the number of shares outstanding.

P/E - price to earnings ratio - price divided by earnings per share.
PEG - P/E ratio divided by the annual EPS growth, usually over a certain period of time.

CAGR - compound annual growth rate.

BVPS - book value per share, the book value of the Company’s equity divided by the number of shares outstanding.

P/BV - price to book value - price divided by the BVPS.

DPS - dividend per share - dividend of a given year divided by the number of shares outstanding.
DY - dividend yield - dividend of a given year divided by the current price.

DDM - dividend discount model - a fundamental method of valuation based on the assumption that the value of stock equals the sum of all discounted future dividends.

FV - Fair Value, calculated based on valuation methods outlined in the document.

The author of this document has no conflict of interest with the company that is the subject of this document. The point of view expressed in the document reflects the personal
opinion of the author of the document on the analyzed company and its financial instruments. Investors should be aware that flexible part of the author's compensation may depend

on general financial performance of IPOPEMA Securities S.A.

IPOPEMA Securities S.A. shall act with due diligence, honestly, fairly, professionally and in accordance with the provisions of the applicable law.

IPOPEMA Securities S.A. does not guarantee achieving the investor’s investment objective, the performance of company or prospective prices referred to herein.

When applying ratings for companies following criteria are used with regards to the difference between IPOPEMA's FV and company’s price at the date of recommendation:

Rating Difference between FV and price at recommendation
Buy Above 10%
Hold In between (and including) -10% and 10%
Sell Below -10%
IPOPEMA Research - Distribution by rating category (Jan 1 - Mar 31, 2020)

Number %
Buy 2 29%
Hold 1 14%
Sell 4 57%
Total 7 100%
Rating History - XTB
Date Recommendation Fair Value Price at recommendation Author
18.05.2018 BUY PLN 9.30 PLN 5.74 tukasz Janczak
11.06.2019 HOLD PLN 4.00 PLN 3.92 tukasz Janczak
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