To:

Financial Supervision Commission
Investment Activity Supervision Department
16 Budapest Str.

Sofia

CD:

Bulgarian Stock Exchange — Sofia Ad
6 Tri Ushi Str.

Sofia

CC:

Central Depository

6 Tri Ushi Str., floor. 4
Sofia

Re: Notice for General Meeting of Shareholders of First Investment Bank AD

Dear Sirs,

We hereby inform you that in compliance with Article 25, para. 1 and Article 26, para. 1 of the
By-Laws of First Investment Bank AD, Sofia in conjunction with Article 222 and Article 223 of the
Commercial Act and Article 115, Paras. 1 and 2 of the Public Offering of Securities Act (POSA), the
Managing Board of First Investment Bank AD is hereby convening an Annual Ordinary General
Meeting of Shareholders (GMS). The GMS shall take place on 19 June 2019 at 11:00 AM at the Royal
1 Hall of Sofia Hotel Balkan, 5, Sveta Nedelya Square, Sofia. The Agenda shall be as follows:

1. Management Report of First Investment Bank AD for 2018;

Draft resolution: The GMS approves the consolidated and non-consolidated
Management Report of the Bank for 2018; (consolidated and unconsolidated)

2. Report of the registered auditors on the joint audit of the annual financial statements of the
Bank for 2018;

Draft resolution: The GMS approves the Report of the registered auditors on the joint
audit of the annual financial statements of the Bank for 2018;

3. Approval of the Annual Financial Statements of the Bank for 2018 (consolidated and non-
consolidated);

Draft resolution: The GMS approves the Annual Financial Statement of the Bank for
2018 — consolidated and non-consolidated;

4. Decision for the distribution of the profit of First Investment Bank AD for 2018;

Draft resolution: The GMS resolves that the entire net profit of the Bank for 2018 shall
be retained as other general reserves;

5. Adoption of a resolution not to pay dividends, and not to make any other deductions from the
2019 profit;

Draft resolution: The GMS resolves that no dividends shall be paid to the shareholders,
and no other deductions from the 2019 profit of the Bank shall be made, with a view to
inclusion of the 2019 profit in the Common Equity Tier 1 capital of Fibank;




Relief from responsibility of the members of the Supervisory Board and Management Board
of First Investment Bank AD for their activities in 2018;

Draft resolution: The GMS relieves from responsibility the members of the Supervisory
Board of First Investment Bank AD Evgeni Krastev Lukanov, Maya Lyubenova Georgieva,
Yordan Velichkov Skorchev, Georgi Dimitrov Mutafchiev, Radka Veselinova Mineva and Jyrki
Koskelo, as well as all members of the Management Board of First Investment Bank AD:
Nedelcho Vassilev Nedelchev, Svetozar Aleksandrov Popov, Sevdalina lvanova Vassileva,
Zhivko lvanov Todorov, Nadia Vassileva Koshinska, Chavdar Georgiev Zlatev — member of
the MB from 20.02.2018, Svetoslav Stoyanov Moldovanski — member of the MB until
17.04.2018,, for their activities in 2018;

Report of the Investor Relations Director of Fibank for 2018;

Draft resolution: The GMS approves the Report of the Investor Relations Director of
Fibank for 2018;

Report of the Internal Audit Director of Fibank for 2018;

Draft resolution: The GMS approves the Report of the Internal Audit Director of
Fibank for 2018;

Report of the Audit Committee of Fibank for 2018;

Draft resolution: The GMS approves the Report of the Audit Committee of Fibank for
2018;

10. Approval of a new limit of total remuneration of the members of the Supervisory Board and

Management Board of the Bank;

Draft resolution: The General Meeting of Shareholders confirms the current amount of
total remuneration of the members of the Supervisory Board and Management Board of the
Bank, and approves a new amount of total remuneration of the members of the Supervisory
Board and Management Board of the Bank of up to BGN 14,000,000 (fourteen million) per
annum.

11. Appointment of registered auditors for 2019;

Draft resolution: The GMS, after prior consultation with the Bulgarian National Bank
under Art. 76 para. 4 and in conjunction with Art. 76, para 6 of the Law on Credit Institutions,
appoints BDO Bulgaria OOD, UIC 831255576 and MAZARS OOD, UIC 204638408 as
auditing companies to perform an independent financial audit of the financial statements
(individual and consolidated) of First Investment Bank AD under the terms of Art. 76, para. 1
of the Law on Credit Institutions for 2019, and to certify the annual financial statements of the
Bank for 20109.

12. Adoption of changes in the By-Laws of First Investment Bank AD.

Draft resolution: The GMS adopts the following changes to the By-Laws of the Bank:

In Art. 18, paragraph 2 shall be amended to read as follows: ,,For a five-year term as of the
date of registration of the amendments hereto, in pursuance of resolution of the General
Meeting of Shareholders of 19 June 2019, the Management Board may adopt a resolution
subject to approval by the Supervisory Board to issue mortgage-backed bonds in compliance
with the Law on Mortgage-Backed Bonds, with a total nominal value of up to 400,000,000
(four hundred million) Bulgarian levs and with a maturity date of up to 10 years as from the
date of issue and under other terms and conditions as determined by the Management Board.*

Registration of shareholders for participation in the GMS shall take place between 9:45 AM and 10:50
AM, before the meeting begins.

The Management Board of First Investment Bank AD declares that the total number of shares and
voting rights of the shareholders in the company as at the date of resolution of the Managing Board to
summon the annual ordinary general meeting of shareholders, amounts to 110 000 000 (one hundred
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and ten million) dematerialized registered voting shares. Each share entitles its holder to participate in
the General Meeting of Shareholders and to have one vote.

Shareholders having held at least 5 per cent of the capital of First Investment Bank AD for more than
3 months may, after the notice is posted in the Commercial Register, request the inclusion of items and
propose draft resolutions on items already on the agenda of the general meeting; they can do so by
submitting a list of items which they want to be included on the agenda and proposed resolutions no
later than 03 June 2019, to be posted in the Commercial Register. Once posted in the Commercial
Register the items shall be considered included in the agenda. No later than the following working day
shareholders shall submit the list of items, the proposed resolutions and the written materials to the
company’s management address, as well as to the Financial Supervision Commission and the Central
Depository.

During the general meeting, shareholders shall have the right to raise questions pertaining to all items
on the agenda, as well as other questions, whether or not related to the agenda.

During the general meeting, shareholders shall have the right to make substantive proposals for
resolutions on any item included in the agenda, subject to the requirements of the law. Such right may
be exercised no later than closure of the deliberations which precede the voting on the respective item
by the GMS.

Persons registered as shareholders of First Investment Bank AD in the Register of the Central
Depository no later than 14 days before the date of the General Meeting — 04 June 2019 as per a list
issued by Central Depository AD shall be entitled to vote at the GMS. Only persons listed as
shareholders at the date quoted in the previous sentence shall have the right to attend the general
meeting and vote.

In order to register and attend the Annual Ordinary General Meeting, shareholders and their proxies
shall identify themselves: private individuals shall do so by presenting a personal ID document.
Shareholders that are legal entities shall be allowed to participate in the GMS after they present the
original or a notarized copy of a document for current court registration, or a certificate for registration
in the relevant register. Legal representatives shall identify themselves by presenting a personal ID
document.

Rules for voting by proxy:

In cases where a shareholder is represented at the general meeting by proxy pursuant to Art. 29, para.
1 of the company’s By-Laws, a power of attorney issued for the specific meeting and certified by a
notary public and drafted in accordance with Article 116, para. 1 of the Public Offering of Securities
Act needs to be presented by the proxy together with a document for personal identification. In cases
where the legal entity is not represented by its legal representative, the proxy shall present an
identification document, an original or a notarized copy of a document for current court registration of
the company and a power of attorney issued for the specific meeting and certified by a notary public
and drafted in accordance with Article 116, para. 1 of the Public Offering of Securities Act. In cases
where a shareholder is represented by a proxy legal entity, the latter shall present an identity document
of its legal representative, a certificate of good standing of the proxy legal entity in the original, and a
power of attorney issued for the specific meeting and certified by a notary public and drafted in
accordance with Article 116, para. 1 of the Public Offering of Securities Act.

Powers of Attorney shall be enclosed with the other GMS documents.

Delegation to another person of any of the powers given to the proxy according to the power of
attorney shall be null and void, as shall be the power of attorney given in violation of the provisions of
Article 116, Paragraph 1 of the Public Offering of Securities Act.

Rules for Instruments Drafted in a Foreign Language

Should a shareholder or a shareholder’s proxy deposit instruments (power of attorney, document for
current court registration, or another instrument used to identify the shareholder) drafted in a language
other than Bulgarian, such instruments shall be accompanied by a translation in Bulgarian and
legalized in accordance with the requirements of current legislation; the signature of the translator
placed on the translation shall be certified by a notary in the Republic of Bulgaria.



The Management Board of First Investment Bank AD shall provide a sample power of attorney on
paper and in electronic form together with the materials for the GMS. The sample power of attorney
shall also be available on the Bank’s website at www.fibank.bg. Upon request, a sample power of
attorney may also be presented after summoning of the ordinary GMS.

First Investment Bank AD shall receive and accept as valid notices and powers of attorney sent by
electronic means to the following email address: shareholders.meeting@fibank.bg. Electronic
messages need to be signed with a qualified electronic signature (QES) by the principal and
accompanied by an electronic copy of the power of attorney, also signed with a QES by the principal.
The terms and conditions for receiving powers of attorney by electronic means shall also be published
on First Investment Bank’s website at http://www.fibank.bg/bg/page/3628. Voting by correspondence
or by electronic means is not permissible under the By-laws of First Investment Bank AD.

Written materials related to the GMS agenda shall be made available to shareholders pursuant to Art.
224 of the Commerce Act and Art. 27 of the By-Laws of First Investment Bank AD, including with
regard to the additional items included on the agenda under Art. 223a, para. 4 of the Commerce Act,
no later than 30 (thirty) days before the date of the GMS, each working day between 9:00 AM and
5:00 PM on the premises of First Investment Bank AD at 37, Dragan Tsankov Blvd, Sofia, Bulgaria.
The notice and the written materials related to the GMS agenda items shall be published on First
Investment Bank’s website www.fibank.bg for the period from posting of the notice in the
Commercial Register to adjournment of the GMS

All shareholders of First Investment Bank AD are invited to participate in the Annual Ordinary
General Meeting of Shareholders, either personally or by proxy.

In case of absence of quorum at the announced opening hour of the GMS, it shall be postponed to
11.00 AM on 04 July 2019, with the venue and agenda remaining unchanged in compliance with
Article 115, para. 12 of the Public Offering of Securities Act and Art. 227, para. 3 of the Commerce
Act. New items may not be included in the agenda pursuant to Article 223a of the Commerce Act.

(signed) (signed)
Svetozar Popov Chavdar Zlatev
Executive Director Executive Director
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AGENDA

FOR THE ANNUAL ORDINARY GENERAL MEETING OF SHAREHOLDERS OF FIRST
INVESTMENT BANK AD

to be held on 19 June 2019 at 11:00 am at the Royal 1 Hall of Sofia Hotel Balkan, 5, Sveta
Nedelya Square, Sofia

Management Report of First Investment Bank AD for 2018;

Report of the registered auditors on the joint audit of the annual financial statements of First
Investment Bank for 2018;

Approval of the Annual Financial Statements of First Investment Bank for 2018 (consolidated
and individual);

Decision for the distribution of the profit of First Investment Bank AD for 2018;

Adoption of a resolution not to pay dividends, and not to make any other deductions from the
2019 profit;

Relief from responsibility of the members of the Supervisory Board and Management Board of
First Investment Bank AD for their activities in 2018;

Report of the Investor Relations Director of First Investment Bank for 2018;
Report of the Internal Audit Director of First Investment Bank for 2018;
Report of the Audit Committee of First Investment Bank for 2018;

10. Approval of a new limit of total remuneration of the members of the Supervisory Board and

Management Board of First Investment Bank;

11. Appointment of registered auditors for 2019;

12. Adoption of amendments to the By-Laws of First Investment Bank AD.
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NOTICE AND AGENDA
FOR THE ANNUAL ORDINARY GENERAL MEETING OF SHAREHOLDERS
OF FIRST INVESTMENT BANK AD

First Investment Bank AD (Fibank), having its registered office at 37, Dragan Tsankov Blvd.,
Iztok Region, Sofia, Bulgaria, registered in the Commercial Register kept by the Registry Agency
under UIC 831094393, represented by the Executive Directors Svetozar Aleksandrov Popov and
Chavdar Georgiev Zlatev, pursuant to Article 25, para. 1 and Article 26, para. 1 of the By-Laws of
First Investment Bank AD, Sofia and in conjunction with Article 222 and Article 223 of the
Commerce Act and Article 115, Paras. 1 and 2 of the Public Offering of Securities Act, the
Management Board of First Investment Bank AD is hereby convening an Annual Ordinary General
Meeting of Shareholders (GMS). The GMS shall take place on 19 June 2019 at 11:00 AM at the Royal
1 Hall of Sofia Hotel Balkan, 5, Sveta Nedelya Square, Sofia. The Agenda shall be as follows:

1. Management Report of First Investment Bank AD for 2018;

Draft resolution: The GMS approves the consolidated and non-consolidated
Management Report of the Bank for 2018; (consolidated and unconsolidated)

2. Report of the registered auditors on the joint audit of the annual financial statements of the
Bank for 2018;

Draft resolution: The GMS approves the Report of the registered auditors on the joint
audit of the annual financial statements of the Bank for 2018;

3. Approval of the Annual Financial Statements of the Bank for 2018 (consolidated and non-
consolidated);

Draft resolution: The GMS approves the Annual Financial Statement of the Bank for
2018 — consolidated and non-consolidated;

4. Decision for the distribution of the profit of First Investment Bank AD for 2018;

Draft resolution: The GMS resolves that the entire net profit of the Bank for 2018 shall
be retained as other general reserves;

5. Adoption of a resolution not to pay dividends, and not to make any other deductions from the
2019 profit;

Draft resolution: The GMS resolves that no dividends shall be paid to the shareholders,
and no other deductions from the 2019 profit of the Bank shall be made, with a view to
inclusion of the 2019 profit in the Common Equity Tier 1 capital of Fibank;

6. Relief from responsibility of the members of the Supervisory Board and Management Board
of First Investment Bank AD for their activities in 2018;

Draft resolution: The GMS relieves from responsibility the members of the Supervisory
Board of First Investment Bank AD Evgeni Krastev Lukanov, Maya Lyubenova Georgieva,
Yordan Velichkov Skorchev, Georgi Dimitrov Mutafchiev, Radka Veselinova Mineva and Jyrki
Koskelo, as well as all members of the Management Board of First Investment Bank AD:
Nedelcho Vassilev Nedelchev, Svetozar Aleksandrov Popov, Sevdalina lvanova Vassileva,
Zhivko lvanov Todorov, Nadia Vassileva Koshinska, Chavdar Georgiev Zlatev — member of
the MB from 20.02.2018, Svetoslav Stoyanov Moldovanski — member of the MB until
17.04.2018,, for their activities in 2018;

7. Report of the Investor Relations Director of Fibank for 2018;



Draft resolution: The GMS approves the Report of the Investor Relations Director of
Fibank for 2018;

8. Report of the Internal Audit Director of Fibank for 2018;

Draft resolution: The GMS approves the Report of the Internal Audit Director of
Fibank for 2018;

9. Report of the Audit Committee of Fibank for 2018;

Draft resolution: The GMS approves the Report of the Audit Committee of Fibank for
2018;

10. Approval of a new limit of total remuneration of the members of the Supervisory Board and
Management Board of the Bank;

Draft resolution: The General Meeting of Shareholders confirms the current amount of
total remuneration of the members of the Supervisory Board and Management Board of the
Bank, and approves a new amount of total remuneration of the members of the Supervisory
Board and Management Board of the Bank of up to BGN 14,000,000 (fourteen million) per
annum.

11. Appointment of registered auditors for 2019;

Draft resolution: The GMS, after prior consultation with the Bulgarian National Bank
under Art. 76 para. 4 and in conjunction with Art. 76, para 6 of the Law on Credit Institutions,
appoints BDO Bulgaria OOD, UIC 831255576 and MAZARS OOD, UIC 204638408 as
auditing companies to perform an independent financial audit of the financial statements
(individual and consolidated) of First Investment Bank AD under the terms of Art. 76, para. 1
of the Law on Credit Institutions for 2019, and to certify the annual financial statements of the
Bank for 2019.

12. Adoption of changes in the By-Laws of First Investment Bank AD.
Draft resolution: The GMS adopts the following changes to the By-Laws of the Bank:

In Art. 18, paragraph 2 shall be amended to read as follows: ,,For a five-year term as of the
date of registration of the amendments hereto, in pursuance of resolution of the General
Meeting of Shareholders of 19 June 2019, the Management Board may adopt a resolution
subject to approval by the Supervisory Board to issue mortgage-backed bonds in compliance
with the Law on Mortgage-Backed Bonds, with a total nominal value of up to 400,000,000
(four hundred million) Bulgarian levs and with a maturity date of up to 10 years as from the
date of issue and under other terms and conditions as determined by the Management Board.*

Registration of shareholders for participation in the GMS shall take place between 9:45 AM and 10:50
AM, before the meeting begins.

The Management Board of First Investment Bank AD declares that the total number of shares and
voting rights of the shareholders in the company as at the date of resolution of the Managing Board to
summon the annual ordinary general meeting of shareholders, amounts to 110 000 000 (one hundred
and ten million) dematerialized registered voting shares. Each share entitles its holder to participate in
the General Meeting of Shareholders and to have one vote.

Shareholders having held at least 5 per cent of the capital of First Investment Bank AD for more than 3
months may, after the notice is posted in the Commercial Register, request the inclusion of items and
propose draft resolutions on items already on the agenda of the general meeting; they can do so by
submitting a list of items which they want to be included on the agenda and proposed resolutions no



later than 03 June 2019, to be posted in the Commercial Register. Once posted in the Commercial
Register the items shall be considered included in the agenda. No later than the following working day
shareholders shall submit the list of items, the proposed resolutions and the written materials to the
company’s management address, as well as to the Financial Supervision Commission and the Central
Depository.

During the general meeting, shareholders shall have the right to raise questions pertaining to all items
on the agenda, as well as other questions, whether or not related to the agenda.

During the general meeting, shareholders shall have the right to make substantive proposals for
resolutions on any item included in the agenda, subject to the requirements of the law. Such right may
be exercised no later than closure of the deliberations which precede the voting on the respective item
by the GMS.

Persons registered as shareholders of First Investment Bank AD in the Register of the Central
Depository no later than 14 days before the date of the General Meeting — 04 June 2019 as per a list
issued by Central Depository AD shall be entitled to vote at the GMS. Only persons listed as
shareholders at the date quoted in the previous sentence shall have the right to attend the general
meeting and vote.

In order to register and attend the Annual Ordinary General Meeting, shareholders and their proxies
shall identify themselves: private individuals shall do so by presenting a personal ID document.
Shareholders that are legal entities shall be allowed to participate in the GMS after they present the
original or a notarized copy of a document for current court registration, or a certificate for registration
in the relevant register. Legal representatives shall identify themselves by presenting a personal ID
document.

Rules for voting by proxy:

In cases where a shareholder is represented at the general meeting by proxy pursuant to Art. 29, para. 1
of the company’s By-Laws, a power of attorney issued for the specific meeting and certified by a
notary public and drafted in accordance with Article 116, para. 1 of the Public Offering of Securities
Act needs to be presented by the proxy together with a document for personal identification. In cases
where the legal entity is not represented by its legal representative, the proxy shall present an
identification document, an original or a notarized copy of a document for current court registration of
the company and a power of attorney issued for the specific meeting and certified by a notary public
and drafted in accordance with Article 116, para. 1 of the Public Offering of Securities Act. In cases
where a shareholder is represented by a proxy legal entity, the latter shall present an identity document
of its legal representative, a certificate of good standing of the proxy legal entity in the original, and a
power of attorney issued for the specific meeting and certified by a notary public and drafted in
accordance with Article 116, para. 1 of the Public Offering of Securities Act.

Powers of Attorney shall be enclosed with the other GMS documents.

Delegation to another person of any of the powers given to the proxy according to the power of
attorney shall be null and void, as shall be the power of attorney given in violation of the provisions of
Acrticle 116, Paragraph 1 of the Public Offering of Securities Act.

Rules for Instruments Drafted in a Foreign Language

Should a shareholder or a shareholder’s proxy deposit instruments (power of attorney, document for
current court registration, or another instrument used to identify the shareholder) drafted in a language
other than Bulgarian, such instruments shall be accompanied by a translation in Bulgarian and
legalized in accordance with the requirements of current legislation; the signature of the translator
placed on the translation shall be certified by a notary in the Republic of Bulgaria.

The Management Board of First Investment Bank AD shall provide a sample power of attorney on
paper and in electronic form together with the materials for the GMS. The sample power of attorney
shall also be available on the Bank’s website at www.fibank.bg. Upon request, a sample power of
attorney may also be presented after summoning of the ordinary GMS.




First Investment Bank AD shall receive and accept as valid notices and powers of attorney sent by
electronic means to the following email address: shareholders.meeting@fibank.bg. Electronic
messages need to be signed with a qualified electronic signature (QES) by the principal and
accompanied by an electronic copy of the power of attorney, also signed with a QES by the principal.
The terms and conditions for receiving powers of attorney by electronic means shall also be published
on First Investment Bank’s website at http://www.fibank.bg/bg/page/3628. Voting by correspondence
or by electronic means is not permissible under the By-laws of First Investment Bank AD.

Written materials related to the GMS agenda shall be made available to shareholders pursuant to Art.
224 of the Commerce Act and Art. 27 of the By-Laws of First Investment Bank AD, including with
regard to the additional items included on the agenda under Art. 223a, para. 4 of the Commerce Act,
no later than 30 (thirty) days before the date of the GMS, each working day between 9:00 AM and
5:00 PM on the premises of First Investment Bank AD at 37, Dragan Tsankov Blvd, Sofia, Bulgaria.
The notice and the written materials related to the GMS agenda items shall be published on First
Investment Bank’s website www.fibank.bg for the period from posting of the notice in the
Commercial Register to adjournment of the GMS

All shareholders of First Investment Bank AD are invited to participate in the Annual Ordinary
General Meeting of Shareholders, either personally or by proxy.

In case of absence of quorum at the announced opening hour of the GMS, it shall be postponed to
11.00 AM on 04 July 2019, with the venue and agenda remaining unchanged in compliance with
Article 115, para. 12 of the Public Offering of Securities Act and Art. 227, para. 3 of the Commerce
Act. New items may not be included in the agenda pursuant to Article 223a of the Commerce Act.

Svetozar Popov Chavdar Zlatev
Executive Director Executive Director
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On item 1 of the Agenda
for the Regular Annual General Meeting of
Shareholders
of First Investment Bank AD

e First Investment Bank Annual Report for 2018 (individual)

e First Investment Bank Annual Report for 2018
(consolidated)
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75!iirsbank Activity report for 2018

/M;/bmm on an unconsolidated basis

The present report is prepared on the grounds of and in compliance with the requirements of the
Accounting Act, the Law on Public Offering of Securities, Ordinance Ne2 of the Financial Supervision
Commission for the prospects of public offering and admittance for trade on a regulated market of
securities and for the disclosure of information, Regulation (EU) No 575/2013 of the European
Parliament and of the Council on prudential requirements for credit institutions and investment
firms and the National Corporate Governance Code, approved by the Financial Supervision
Commission.

FIRST INVESTMENT BANK
2/118



In 2018

First Investment Bank celebrated
its 25th anniversary.

The reasons Fibank became “My bank”
to each one of its customers:

First-class
customer

High
professional
standards

Flexibility
in decision
making

Solid market

service

positions

Well-
recognized
brand

Deep
knowledge of
the market

Wide branch
network

Innovative
digital
services

During these 25 years First Investment Bank participated
actively in the formation and development of the banking market in Bulgaria,
contributing with innovative products and perspective decisions.

We are consistently developing our business, following our business principles:

Retail banking
Microlending

SME banking
Corporate banking
Card payments
Digital banking

Trade financing
International settleme

nts

Money and capital markets

FX trade
Gold and numismatics

S

/

mve believe that trust is the basis of \

long-term relations.

We strive not only for the best practices
and results, but we have the goodwill
and discipline to achieve them.

We appreciate and respect our business
partners.

We strive for development and proactive
solutions.

We are engaged in social issues and we
make our contribution to their solution.

We bear responsibility for our decisions

Qnd actions. /

FIRST INVESTMENT BANK
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Activity report for 2018

/M;/ﬁant on an unconsolidated basis
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Credit cards
Others
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MACROECONOMIC DEVELOPMENT

Republic of Bulgaria Indicators
' “ . Population 7,05 min. people
A Area 110,994 km?
: Member of the European 2007

Union
Member of NATO 2004
Exchange rate EUR/BGN 1.95583
(fixed)
Flat tax rate 10%
Moody'’s Baa2, stable
Fitch Ratings BBB, stable
S&P BBB-, positive

In 2018, notwithstanding some particular signs of instability in the external environment and
indications of slowing growth in the euro area, the Bulgarian economy reported a positive
development as a result of an increase in private consumption and investment activity, as well as the
continuing trend towards improving labor market indicators. The existing Currency Board arrangement
in the country and the fiscal position contribute to maintaining the macroeconomic stability. Steps in
this direction were the officially declared intention of the country in 2018 to join the European
Exchange Rate Mechanism Il (ERM Il) and the Single Supervisory Mechanism (SSM) through close
cooperation with the European Central Bank.

2018 2017 2016 2015 2014

Gross domestic product (BGN million) 107,925 101,043 94,130 88,575 83,756
Gross domestic product, real growth (%) 3.1 3.8 3.9 35 1.8

- Consumption, real growth (%) 6.0 4.3 33 3.8 2.2

- Fixed capital formation, real growth (%) 6.5 3.2 (6.6) 2.7 34

- Net export, real growth (%) (4.5) (1.7) 3.6 0.3 (2.1)
Inflation, at period-end (%) 2.7 2.8 0.1 (0.4) (0.9)
Average inflation (%) 2.8 2.1 (0.8) (0.1) (1.4)
Unemployment, at period-end (%) 6.1 7.1 8.0 10.0 10.7
Current account (% of GDP) 4.6 6.5 2.6 0.0 1.2
Trade balance (% of GDP) (4.1) (1.5) (2.0) (5.8) (6.5)
International reserves of BNB (EUR million) 49,039 46,279 46,742 39,675 32,338
FDI in Bulgaria (% of GDP) 2.8 2.7 2.1 53 0.8
Gross external debt (% of GDP) 59.3 64.6 71.1 74.0 91.9
Public and publicly guaranteed debt (% of GDP) 22.2 25.3 29.1 26.3 27.2
Consolidated budget balance (% of GDP) 0.1 0.8 1.6 (2.8) (3.7)
Exchange rate of USD (BGN for USD 1) 1.71 1.63 1.86 1.79 1.61

Source: NSI, BNB, MF, Employment agency
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In 2018, the growth rate of the country's economy was 3.1% (2017: 3.8%), in line with certain
slowdown of the economic activity dynamics in the EU and the Eurozone, as well as instability on a
global scale related to protectionist measures and trade conflicts, as well as the uncertainties
surrounding the Brexit talks. The main driver for the economy was final consumption, in particular that
of private households, where a 6.3% growth was reported (2017: 4.5%). This was a result of the higher
domestic demand and the positive labor market indications. An additional growth factor were capital
investments which grew by 6.5% for the period (2017: 3.2%). Private investments played a major part,
reflecting the developments in key macroeconomic indicators and the expectations of businesses in
the country.

Net exports remained a limiting factor for growth, down by 4.5% in 2018 (2017: -1.7%), driven by both
the decrease in exports (2018: -0.8%) and the increase in imports (2018: 3.7%), conditioned by the
domestic demand for goods and services, as well as by the rising income of the population.

Components contribution to GDP Sector contribution to gross value added
Contribution to Contribution to gross value added,
GDP, ppt./%
ppt./%
- 5.
4.2
4.
3.4 3.0
===GDP, real 3 P —
growth (%) ==GVA, real
M Net export 2.1 growth (%)
M Investment 21 M Services
Public _ M Industry
consumption 14 M Agriculture
M Private .
consumption 0 !ld_‘
-4 -1
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

During the year, the gross value added in the economy grew by 3.0% (2017: 4.2%). In the services
sector, a real growth of 4.3% was reported (2017: 4.0%) including in the trade, transport and tourism
sectors (2018: 2.0%), accounting for 33% of the value added in this sector. Real estate transactions
reported an increase of 9.3% for the year as a result of the resurgence in the property market and the
construction sector. In 2018, the house price index increased by 6.3% year on year in the third quarter,
of which 7.2% for newly built apartments and 5.8% for existing housing.

The industrial sector also had a positive impact on value added in the economy, increasing by 1.4%
(2017: 4.1%). A weaker growth of 0.8% was observed in the mining and processing industries, including
in the main export-oriented sectors. Those were influenced by the unstable economic environment in
the international context, as well as by the unfavourable development of the economic situation in
Turkey, given its share in the trade with Bulgaria. Value added in construction also provided a positive
contribution of 4.0% over the year (2017: 4.4%), reflecting the positive dynamics and indications of
recovery in this sector. A negative result of -1.1% was reported in the agricultural sector (2017: 8.9%),
mainly due to the lower production output in plant production, in particular industrial and fodder
crops, and vegetables.

In 2018, the labor market continued to show positive indications, including in seasonal employment.
The unemployment rate declined to 6.1% at the end of the period (2017: 7.1%, 2016: 8.0%, 2015:
10.0%, 2014: 10.7%), in line with the growing expectations of companies regarding investments and
costs. The number of employed persons reached 3,149 thousand in the fourth quarter of 2018, with
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employment rate reaching 67.7% or 0.2% higher than a year earlier. At the end of the year, 63.6% of
people employed worked in the services sector, 30.2% in industry and 6.1% in agriculture.

Inflation Unemployment rate

Inflation, % Unemployment rate, %
4 13
3- 10.7
-1.0 ppt.
2 pp
11 6.8 1
0- ==Annual average 57 5.6 6.1
inflation
-11 M Inflation at
period-end
_2-
_3_
-4 0.
2014 2015 2016 2017 2018 2014 2015 2016 2017 Mar Jun Sep Dec
2018

During the year, inflation in the country followed an upward trend, with the average annual inflation
for the period standing at 2.8% (2017: 2.1%). Inflation at year-end was 2.7% (2017: 2.8%). Such a trend
was driven by price increases in almost all major subgroups following the increase in consumer
demand, including in the services sector (4.3%), catering (4.3%), as well as food (2.6%) water, electricity
and gas (4.6%), the last two having predominant weight in the consumer basket (31.3% and 18.2%
respectively). Domestic prices were also affected by the prices of raw materials in the international
markets, including oil prices. Harmonized inflation, which is one of the criteria for price stability for
joining the Eurozone, was 2.3% at the end of the period (2017: 1.8%) and 2.6% on average for the year
(2017: 1.2%).

During the year, foreign direct investment in the country amounted to EUR 1,533 million (2.8% of GDP)
at the end of 2018 (2017: EUR 1,390 million or 2.7% of GDP). Such dynamics was mainly due to higher
equity investment and retained earnings, rather than investment in debt instruments (bonds, financial
and commercial loans). By country, most investments were attracted from the Netherlands (EUR 1,087
million), followed by Germany (EUR 154 million) and Belgium (EUR 94 million).

The faster growth in imports (7.1% y/o/y, to EUR 29,676 million) increased the trade deficit to EUR
-2,248 million or -4.1% of GDP at the end-2018 (2017: EUR -766 million, or -1.5% of GDP). As a result
the balance on the current and capital account on annual base decreased to EUR 3,317 million or 6.0%
of GDP, despite the higher income in the services (tourism and travelling) and in the capital transfers,
incl. under the EU programs.
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Foreign investments in the country Current and capital account
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Bulgaria's gross external debt declined to EUR 32,716 million at the end of 2018, or 59,3% of GDP
(2017: EUR 33,397 million or 64.6% of GDP), decrease being reported in both the private and public
sectors. Public external debt continued to decline to EUR 6,121 million or 11.1% of GDP as at December
2018, remaining among the lowest in the EU. The total government and government guaranteed debt,
including debt issued on the domestic market, also declined to 22.2% of GDP (2017: 25.3%), compared
to an average of 81% for the EU and 86% for Eurozone countries. BNB reserve assets covered 318.0%
of the short-term debt (2017: 303.3%) and 294.6% of the foreign currency deposits (2017: 285.1%) in
the country.

Gross external debt Reserve assets coverage
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In 2018, the consolidated budget surplus declined to BGN 137 million or 0.1% of GDP (2017: BGN 845
million or 0.8% of GDP), reflecting the higher growth in expenses — by 14.6% to BGN 39,509 million,
mainly as a result of the increase in pensions during the year and the associated higher social and
health insurance payments, as well as the costs of remuneration in the secondary education system
and energy subsidies. Capital expenditures also increased to BGN 5,322 million (2017: BGN 3,750
million), mainly related to priority infrastructure and other investment projects, as well as to the higher
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absorption of EU funds and more active implementation of EU projects for the program period 2014-
2020 and the related co-financing provided by the State.

Consolidated budget Structure of tax revenues

Budget, BGNb/%
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Tax revenues increased by 9.0% to BGN 32,236 million. An increase was reported in all major revenue
groups, including corporate tax (6.8% to BGN 2,465 million), personal income tax (10.1% to BGN 3,648
million), VAT (8.0% to BGN 10,064 million), excise duties (4.4% to BGN 5,203 million) and customs
duties (by 16.4% to BGN 226 million). Social security contributions also increased, amounting to BGN
9,458 million, of which BGN 6,825 million social contributions and BGN 2,633 million health insurance
contributions.

In 2018, the international rating agency Standard & Poor's upgraded the outlook for Bulgaria's credit
ratings from stable to positive. The long-term foreign and local currency credit ratings remained
unchanged by year-end: Moody's Investor Service (Baa2, stable), Fitch Ratings (BBB, stable), Standard
& Poor's (BBB-, positive).

At the beginning of 2018, Bulgaria took over the rotating presidency of the Council of the European
Union. For half a year, the country hosted a significant number of meetings, events and working groups
of the EU bodies. The main priorities of the Bulgarian Presidency were aimed at young people, their
social cohesion and economic growth; at ensuring security and stability in a strong and united Europe;
at improving the European connections and perspective for the Western Balkans, as well as at the
development of digital economy and skills of the future.

In 2018, as a step in the direction of Bulgaria's accession to the Eurozone, the country officially declared
its intention to join the European Exchange Rate Mechanism Il (ERM Il) and the Single Supervisory
Mechanism (SSM) through close cooperation with the European Central Bank.

Forecasts for 2019 include maintaining the growth in private consumption and domestic demand, as
well as increasing public investment and consumption in connection with the more active absorption
of funds under EU funds and programs, while inflation rates are expected to remain at their current
level. The estimates of the Ministry of Finance (autumn macroeconomic forecast) are for real GDP
growth of 3.7% in 2019 and a slowdown to 3.5% over the 2020-2021 period, in line with the economic
activity trends in the EU and the Eurozone, and the risks associated with the international
environment.
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THE BANKING SYSTEM

In 2018, the banking system in Bulgaria reported stable indicators and improved financial performance
against the background of sustainable deposit growth and revival of lending activity driven by the
favorable macroeconomic developments. The external environment and low interest rates continued
to have an effect on banking activity, as well as the actions for management of credit risk, including in
the context of the introduction of new regulatory and accounting standards (IFRS 9) effective from 1
January 2018. The broad regulatory framework and the continuing integration with the European
financial infrastructure had an additional effect on the development of banking policies.

A further step in this direction was the formal application sent in July 2018 to establish close
cooperation with the European Central Bank (ECB) within the framework of the Single Supervisory
Mechanism (SSM), which is part of the roadmap for the accession of Bulgaria to the euro area and of
the Bulgarian lev to the European Exchange Rate Mechanism Il (ERM II).

in % / change in ppt 2017 18/17 17/16
CET 1 ratio 18.99 20.41 20.41  (1.86) 000
Tier 1 capital ratio 19.41 20.86 20.88  (1.89) (0.02)
Capital adequacy ratio 20.38 22.08 22.15  (2.07) (0.07)
Leverage ratio 10.47* 10.68 10.89  (0.21)  (0.21)
Liquidity coverage ratio (LCR) 294.1 347.6 - (53.5) -
Loan/deposit ratio? 72.02 71.53 73.48 0.49 (1.95)
Return-on-equity (ROE) 12.11 9.32 10.40 2.79  (1.08)
Return-on-assets (ROA) 1.59 1.20 1.37 039  (0.17)
Non-performing loans and advances? 7.63 10.17 12.85  (2.54) (2.68)

Source: Bulgarian National Bank

The total capital ratio for the system was 20.38% at the end of 2018 (2017: 22.08%) while the Tier 1
capital ratio was 19.41% compared to 20.86% at the end of 2017, both indicators well above the
regulatory requirements. Such dynamics were mainly driven by the increase in CET 1 capital, including
paid-in capital and retained profit during the year, which was outpaced by the increase in risk-weighted
assets. The leverage ratio, used as an additional regulatory indicator comparing Tier 1 capital to the
total on- and off-balance sheet exposures of banks, was 10.47% as at September 2018 compared to
10.68% as at 31.12.2017.

In order to mitigate the impact of cyclical risks on financial stability, in September 2018 the BNB
decided to introduce a 0.5% counter-cyclical capital buffer applicable to local credit risk exposures, in
force from October 2019. From 1 January 2018, a capital buffer for other systemically important
institutions (O-SlIs) of 0.125% to 0.50% was introduced, as a key macroprudential tool to address
structural risks. In November 2018, the BNB announced its annual review of that buffer, identifying

! Data as at 30 Sep 2018.
2 Gross loans and advances (without central banks and credit institutions)/deposits (without credit institutions)
3 Non-performing loans and advances/gross loan and advances
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ten banks as O-SlIs and determining individual buffer levels for 2019 ranging from 0.25% to 0.75%, and
for 2020 — from 0.50 % to 1%.

During the year, liquidity remained at high levels notwithstanding the indications of resurgence in
lending. The loan/deposit ratio remained at 72.02% (2017: 71.53%), reflecting the sustained
conservative approach in risk management. New liquidity reporting requirements were introduced
since the beginning of 2018, including with respect to the liquidity coverage ratio (LCR), correlating the
liquidity buffers supported by banks against net outflows over a period of 30 calendar days. At the end
of 2018 the ratio was 294.1% compared to 347.6% a year earlier, exceeding the minimum
requirements of 100%. The ratio of liquidity buffer to balance sheet assets for the system was 25.9%
at the end of September 2018.

In 2018, the banking system generated a net profit of BGN 1,678 million, or 42.9% higher than in 2017.
Increase was reported in all major operating income categories, as well as a decrease in impairment
charges to BGN 479 million (2017: BGN 745 million).

BGN million /change in % 18/17

Net interest income 2,742 2,675 . 2,805 2.5 (4.6)
Net fee and commission income 1,066 996 921 7.0 8.1
Administrative expenses 1,717 1,613 1,587 6.4 1.6
Impairment 479 745 807 (35.7) (7.7)
Net profit 1,678 1,174 1,262 42.9 (7.0)

Source: Bulgarian National Bank

Net interest income increased by 2.5% y/o/y to BGN 2,742 million (2017: BGN 2,675 million), while net
fee and commission income increased to BGN 1,066 million (2017: BGN 996 million). The latter
accounted for 25.2% of the total operating income of the system (2017: 25.6%). The financial results
reported for 2018 provided a return on assets (ROA) of 1.59% (2017: 1.20%) and return on equity (ROE)
of 12.11% (2017: 9.32%), serving as proof of the banking sector’s ability to generate high returns, in
line with the current developments and opportunities.

Total balance-sheet assets grew by 7.9% y/o/y to BGN 105,557 million (2017: BGN 97,808 million).
Changes in the balance sheet structure of the system included an increase in the share of loans to
63.3% of total assets (2016: 61.0%). Cash and balances with central banks accounted for 19.3% of
assets, and investment in securities — for 13.1%, mainly including debt securities issued by central
governments.

The gross loan portfolio (without credit institutions and central banks) during the year increased by
8.6% to BGN 60,908 million at the end of the period (2017: BGN 56,084 million). Increase involved all
segments, and especially household loans which accounted for 36.2% of the total portfolio (2017:
35.3%). Residential mortgage loans grew by 15.3% to BGN 10,906 million (2017: BGN 9,460 million)
and consumer loans — by 12.9% to BGN 10,333 million (2017: BGN 9,151 million) at the end of the year.
Loans to non-financial corporations retained their major share of 57.3% of total loans to customers,
reaching BGN 34,871 million (2017: BGN 33,160 million), while those to other financial corporations
grew to BGN 3,220 million (2017: BGN 2,530 million).
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' BGN million /changein% 2018 2017 2016 18/17  17/16
Loans to non-financial corporates 34,871 33,160 33,180 5.2 (0.1)
Loans to individuals, incl: 22,075 19,789 18,575 11.6 6.5
- Mortgage loans 10,906 9,460 8,772 15.3 7.8

- Consumer loans 10,333 9,151 8,677 12.9 5.5
Deposits from non-financial corporates 25,278 24,190 21,375 4.5 13.2
Deposits from individuals 53,383 49,456 47,196 7.9 4.8

Source: Bulgarian National Bank

The share of non-performing loans and advances continued to decline to 7.63% of gross loans and
advances (2017: 10.17%). Non-performing loans were adequately covered by impairment allowances
and the additionally accumulated buffers in the system. Loans to non-financial corporations accounted
for the largest share in the structure of non-performing loans (68.5%), followed by loans to households
(29.0%) and other financial corporations (2.3%).

In 2018, borrowed funds in the banking system (excluding credit institutions and central banks)
continued their upward trend, growing by 7.9% to BGN 84,571 million (2017: BGN 78,406 million). An
increase was reported in deposits of both non-financial corporations (by 4.5% to BGN 25,278 million)
and households (by 7.9% to BGN 53,383 million), retaining a dominant share of 63.1% of all attracted
funds. Deposits of other financial corporations reached BGN 3,213 million, and those in the
government sector BGN 2,697 million. In the currency structure of deposits, the share of BGN deposits
increased to 61.7% (2017: 60.4%) at the expense of EUR deposits which decreased to 30.6% (2017:
31.5%), while those in other currencies amounted to 7.7% (2017: 8.1%).

Loans and deposits (BGNm) Interest rates on deposits and loans
Interest rates,
M Retail MINFIs [ Others retail and NFIs,
(new business), % =Retail deposits
+8% ==Deposits NFIs
+9% 121 Mortgage loans
100+ | 1 801 ==Consumer loans
8 85 10 ==|oans NFIs
801 74 — . 56 61
— 601 — g
60- . .
404
40; ]
201 20- 44
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0 T ' T
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In the course of the year, the downward trend in interest rates remained in line with the dynamics in
the Eurozone and the EU countries. In 2018, average weighted interest rates on deposits (new
business?) of households and non-financial corporations fell to 0.15% and 0.21% respectively (2017:

4 Term deposits in BGN up to 1 year
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0.20% and 0.25% respectively). Decrease was also observed in interest rates on loans (new business®);
for non-financial corporations —down to 3.75% on average for the year (2017: 4.01%) and for mortgage
loans—down to 3.42% (2017: 3.94%). A slight increase was reported in consumer loans to 8.50% (2017:
8.13%).

At year-end, 25 credit institutions operated in the country, including 5 branches of foreign banks.
Subsidiaries of EU banks accounted for 71.6%° of the system's assets, local banks — for 22.3%, while
branches of EU and non-EU-owned banks formed the remaining 6.1%. The share of the other
systemically important institutions (O-Sll) in the country accounted for 83.8% of the banking assets.

Consolidation processes will continue to pose a challenge to the banking system, mirroring those in
the European Union, along with the digitization and technological development, the volume of
regulations affecting the competitive advantages of banks, as well as the risks of instability
internationally.

REGULATORY FRAMEWORK DEVELOPMENTS

In 2018, implementation of the single European regulatory rules by transposing them into the national
legislation continued to be a priority among the legislative initiatives in the area of banking.

The new requirements of the International Financial Reporting Standard 9 Financial Instruments (IFRS
9), effective from 1 January 2018, introduced a new impairment model based on expected loss, to
replace the IAS 39 model of incurred loss. The new standard also introduced requirements and
guidance on the classification and measurement of the quality of financial assets. A new Regulation
(EU) 2017/2395 of the European Parliament and of the Council introduced the possibility for banks to
apply transitional arrangements for mitigating the impact of the introduction of IFRS 9 on regulatory
capital. A five-year transitional period is envisaged, during which banks may include in their Common
Equity Tier 1 capital the amount calculated in accordance with the approach chosen (static approach
or static approach with a dynamic component) and apply transitional treatment factors of 0.95 for
2018, 0.85 for 2019, 0.70 for 2020, 0.50 for 2021, and 0.25 for 2022.

In February 2018, a new Law on Markets in Financial Instruments was adopted transposing the
requirements arising from the European financial market legal framework: Directive 2014/65/EU of
the European Parliament and of the Council and Regulation (EU) No 600/2014 of the European
Parliament and of the Council on markets in financial instruments (MiFID II/MiFIR package). The
changes are aimed at enhancing investor protection and improving the performance of market
participants in the trading and clearing of financial instruments as well as introducing new disclosure
and transparency standards in relation to investment services and activities.

In March 2018, a new Law on Payment Services and Payment Systems (LPSPS) was adopted which,
together with the additional technical standards and guidelines of the European Banking Authority,
aims to implement in the national legislation the requirements arising from Directive (EU) 2015/2366
on payment services in the internal market (PSD2). The new regulations, in line with the changes in
technology development, introduce new payment services executed entirely in the internet
environment: payment initiation services and account information, as well as means and methods for
enhancing the security of online payments. In this regard, new Ordinance No. 3 and Ordinance No. 16
of the BNB were adopted. A challenge for banks in the area of payment services for 2019 remains the
application of the requirements related to Commission Delegated Regulation (EU) 2018/389 with

5 Loans by original maturity in BGN
6 Data as at the end of the third quarter of 2018.
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regard to regulatory technical standards for strong customer authentication and common and secure
open standards of communication.

Since the end of May 2018, the requirements are in force of Regulation (EU) 2016/679 of the European
Parliament and of the Council of 27 April 2016 on the protection of natural persons with regard to the
processing of personal data and on the free movement of such data (General Data Protection
Regulation — GDPR). It introduces a number of new requirements, including broadening the definition
of personal data, pseudonymisation, data protection at the design stage and by default, profiling, new
data subject rights, etc.

In July 2018, a new Ordinance No 37 of the BNB on the Internal Exposures of Banks was adopted,
including requirements for banks' internal rules and procedures for the formation, identification,
monitoring and reporting of internal exposures, manner of calculating their value, and form and
content of their reporting.

The same month, amendments were adopted to Ordinance No. 11 of the BNB on Bank Liquidity
Management and Supervision. The changes were due to the full entry into force of the liquidity
coverage requirements, eliminating the option of applying national regulations in the field of liquidity
reporting and introducing uniform European reporting models. Changes also included the introduction
of a maturity ladder in accordance with Commission Implementing Regulation (EU) 2017/2114 of 9
November 2017 amending Implementing Regulation (EU) No 680/2014 as regards templates and
instructions.

During the year a new Law on Measures against Money Laundering was adopted, transposing in the
Bulgarian legislation Directive (EU) 2015/849 of the European Parliament and of the Council on the
prevention of the use of the financial system for the purposes of money laundering or terrorist
financing (Directive (EU) 2015/849). At the end of the year, a new Implementing Regulation of the Law
on Measures against Money Laundering was also adopted (promulgated SG No. 3 / 08.01.2019),
clarifying and further developing certain requirements in the area.

In December 2018, amendments were adopted to the Law on the Bulgarian National Bank concerning
the role of the European Central Bank in the national framework for supervision of banking institutions,
in relation to the stated intention of Bulgaria to join the Single Supervisory Mechanism through the
establishment of close cooperation with the ECB. Changes to the Law on Credit Institutions were also
made, providing for the possibility to exercise macro-prudential supervision of banks at systemic level,
as well as changes aimed at introducing the new requirements stemming from the EBA Guidelines on
internal governance (EBA/GL/2017/11) and the EBA and ESMA Guidelines to assess the suitability of
members of management bodies and key function holders (EBA/GL/2017/12).
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products and services to its customers, ensuring excellent

MISSION

First Investment Bank AD aspires to continue to be one of
the best banks in Bulgaria, recognized as a rapidly growing,
innovative, customer-oriented bank, offering outstanding
careers for its employees, and contributing to the
community. The Bank shall continue to develop high-
technological solutions providing its customers with
opportunities for banking from any place around the world

at any time.
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25 YEARS FIBANK

In 2018, First Investment Bank celebrated the 25th anniversary since its establishment. Over this
period, it reasserted as the largest Bulgarian-owned bank in the country and with a standing as an
innovative and dynamic institution with own image and trademark for high quality of service.

During these years of progress and growth, First Investment Bank became a preferred bank for the
population, supporting good projects and forward-thinking ideas. As a pioneer institution in the areas
of information technology, bank cards and international payments, it built a sound base allowing it to
upgrade and advance its business model in line with the best practices and innovations in banking.

| Balance-sheet indicators |

10,000 Balance-sheet indicators, BGNm CAGR
09-18
8 000- l Customer deposits
! M Loan portfolio
M Assets
6,000+
B 9%
4,000+ = 10%
H 7%
2,000
’ 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Today, with assets exceeding BGN 9.3 billion, Fibank is the fourth largest bank in Bulgaria with a
significant market share in the priority segments of consumer and mortgage lending. Its plans involve
further expansion in the small and medium enterprise segment, as well as maintaining its position
among the leading in corporate banking.

| Financial indicators
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BANK PROFILE

CORPORATE STATUS

First Investment Bank is a joint-stock company registered with Sofia City Court pursuant to a ruling
dated 8 October 1993. Since 28 February 2008 the Bank has been registered in the Commercial Register
of the Registry Agency.

First Investment Bank is a public company registered in the Commercial Register of Sofia City Court by
a decision dated 4 June 2007 and in the register of public companies and other issuers held by the
Financial Supervision Commission by a decision dated 13 June 2007.

The Bank owns a universal banking license for domestic and international operations. First Investment
Bank is a licensed primary dealer in government securities and it is a registered investment
intermediary.

PARTICIPATIONS AND MEMBERSHIPS

& Association of Banks in Bulgaria
<& Bulgarian Stock Exchange — Sofia AD

& Central Depository AD

<% Borica AD

& MasterCard International
& VISA Inc.

& SW.LF.T.

MARKET POSITION~

& Fourth in assets
& Third in lending
— Second in corporate lending

—  Fifth in consumer loans

— Sixth in mortgage loans

Fourth in deposits

— Third in deposits from individuals

& Among the leading banks in the card business
& Among the leading banks in payment services, including international payments and trade

operations

7 Market positions are based on unconsolidated data from the BNB and Borica AD.
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MARKET SHARE3

& 8.82% of bank assets in Bulgaria

& 10.69% of loans in the country
— 12.82% of corporate lending
—  9.27% of consumer lending
—  6.68% of mortgage lending

& 9.57% of deposits in the country

— 11.98% of deposits from individuals

CORRESPONDENT RELATIONS

Fibank has a wide network built up of correspondent banks, through which it performs international
payments and trade financing operations in almost all parts of the world. The Bank executes
international transfers in foreign currency, and issues cheques and performs different documentary
operations.

Fibank is a respected, reliable and fair partner, which has built over the years a good reputation among
international financial institutions and gained valuable experience and know-how from its numerous
business partners, investors, customers and counterparties.

BRANCH NETWORK

As at 31 December 2018 First Investment Bank had a total of 155 branches and offices: 154 branches
and offices, incl. Head Offices, throughout Bulgaria and a foreign branch in Cyprus.

SUBSIDIARIES

First Investment Bank AD had eleven subsidiary companies as at 31 December 2018: First Investment
Bank - Albania Sh.a., Diners Club Bulgaria AD, Fi Health Insurance AD, First Investment Finance B.V.,
Debita OOD, Realtor OOD, Balkan Financial Services EAD, Creative Investment EOOD, Turnaround
Management EOOD, Lega Solutions EOOD and AMC Imoti EAD.

For further information regarding subsidiary companies see note 36 “Subsidiaries” of the
Unconsolidated Financial Statements as at 31 December 2018.

8 Market shares are based on unconsolidated data from the BNB.
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AWARDS 2018

& First Investment Bank was awarded as Favorite Brand of Bulgarians
in the Banks category of the competition My Love Marks. The Bank
also ranked among the top three in two other categories: Favorite (oduma Mapra
Employer and Innovative Brands. 25Ejbank &

<& Fibank won second place in the Innovations category of the i
international Efma-Accenture DMI Awards 2018 for its microchip
debit card for children and teens, as well as for the Bank's early
financial education program.

& Mrs. Maya Georgieva, Deputy Chair of Fibank Supervisory Board, received a prize at the Banker
of the Year 2018 awards organized by the Banker newspaper for overall contribution to the
development of the banking system and for prudent management of market risk challenges.

& Mr. Jivko Todorov, Chief Financial Officer of the Bank, took the first prize in the Strategy for
Development of the Finance Function category of the prestigious CFO of the Year 2018 awards
organized by EY Bulgaria.

<& First Investment Bank won the Innovation Award at the Product of 3
the Year 2018 competition for its debit cards for children and teens. o }\‘:

\J -y

<& First Investment Bank won the Innovation and Continuous “y}‘\{

. e o Mt
Improvement of the Quality of Products and Services prize in the AN
Company of the Year competition organized by Business Lady r°’;‘:j:‘:’8232‘u’aga
Magazine. 2018

<& Fibank's Smart Lady business program won a prestigious award in the European Excellence
Awards 2018, distinguishing the best public relations and marketing communications projects
in Europe.

& Fibank won the special Community Service Award for financial inclusion of children and youth
and a Forbes Trusted Partner Certificate at the 8-th edition of the annual Forbes Bulgaria
Business Awards.

& First Investment Bank received the Socially Responsible Campaign of
the Year award at the annual b2b Media Awards 2018 for its
traditional charity calendar.

<& The Bank was awarded as Benefactor for Innovative Education at the

seventh edition of the DigitalKidZ conference.

FIRST INVESTMENT BANK
21/118



75!e:airsbank Activity report for 2018

/M;,ban/g on an unconsolidated basis

FIRST INVESTMENT BANK: DATES AND FACTS

&

&

First Investment Bank was established on 8 October 1993 in Sofia.
Fibank was granted a full banking license for carrying out operations in Bulgaria and abroad.

&

The Bank developed and specialized in servicing corporate clients.

First Investment Bank was the first in Bulgaria to offer services enabling banking from home
or from the office.

Fibank was the first bank to receive a 5-year loan from the European Bank for Reconstruction
and Development for financing small and medium-sized enterprises in Bulgaria.

The Bank started issuing Cirrus/Maestro debit cards, Eurocard/Mastercard credit cards and
the American Express card. Fibank was the first Bulgarian bank to offer debit cards with
international access.

Thompson Bankwatch awarded Fibank its first credit rating.
The Bank opened its first branch abroad, in Cyprus.

First Investment Bank obtained its first syndicated loan from foreign banks. The Bank
negotiated financing for the import of investment goods from a number of EU countries,
guaranteed by export insurance agencies.

The Bank negotiated a syndicated loan organized by EBRD to the total amount of EUR 12.5
million.

First Investment Bank received a medium-term loan for EUR 6.6 million from a German
government organization for financing of Bulgarian companies.

The Bank opened a foreign branch in Tirana, Albania offering banking services to Albanian
companies and individuals.

First Investment Bank started developing its business in the field of retail banking. Deposits
from private individuals grew 2.3-fold.

Fibank launched the first virtual bank branch in Bulgaria, allowing customers to bank via the
Internet.

The Bank was awarded the prize “Bank of the Year” by ‘Pari’ (‘Money’) daily.

Maya Georgieva (Executive Director of First Investment Bank), received the prize “Banker of
the Year” from ‘Banker’ Weekly.

Fibank was named “Bank of the Client” in the annual rating of ‘Pari’ daily.

Products and services to individuals became the focus of the Bank’s activities. Loans to
individuals increased over five times during the year.

Fibank was named “Bank of the Client” for the second time in the annual rating of ‘Pari’ daily.

The Bank expanded its infrastructure. The branch network expanded by 27 new branches
and offices, the ATM network more than doubled.

First Investment Bank was awarded the prize “Financial Product of the Year” for its Mortgage
Overdraft product.

&

A
20

A
20

Fibank acquired 80% of the capital of Diners Club Bulgaria AD.
The Bank issued Eurobonds to the amount of EUR 200 million on the Luxembourg Stock
Exchange. Fibank was also the first Bulgarian bank to issue perpetual subordinated bonds.

Matthew Mateev (Deputy Chief Executive Director of First Investment Bank) was awarded
the prize “Banker of the Year” by ‘Banker’ weekly.
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Fibank was named “Bank of the Client” for the third time in the annual rating of ‘Pari’ daily.

<& First Investment Bank received a syndicated loan, to the amount of EUR 185 million,
organised by Bayerische Landesbank, in which 33 banks participated.

& The Bank’s share capital was increased from BGN 20 million to BGN 100 million by
transforming retained profits into new shares.

<& First Investment Bank realized the biggest banking initial public offering of shares in Bulgaria
and became a public company.

<&, Fibank Mobile“ — the first banking mobile portal created by the Bank with useful financial
information for its customers, started functioning.

<& Fibank is among the first banks in Bulgaria to implement new chip technology by issuing
debit and credit cards.

<& First Investment Bank — Albania Sh.a. was issued a full banking license in Albania.

<& Fibank implemented new centralized and integrated core banking information system
FlexCube.

<& First Investment Bank received a syndicated loan to the amount of EUR 65 million from 11
leading banks all over the world.

<& Fibank became the first bank in Bulgaria with its own corporate blog.

<& The Bank received the prestigious card business award OSCARDS of Publi-News in the Europe
region for innovation in the card business.

<& Fibank became the first and only bank in Bulgaria to start offering the sale and redemption
of investment diamonds.

<& First Investment Bank offered a new Internet service “My FIBank”, which provides
e-statements on bank accounts and credit cards.

<& Fibank welcomed its one millionth client.

<& First Investment Bank signed an agreement with IFC for cooperation in the field of trade
finance.

<& Fibank was the first Bank in Bulgaria to offer contactless payments based on PayPass
technology.

<& Fibank acquired a controlling interest in Health Insurance Fund FI Health AD.

<& First Investment Bank was recognized as the Best Bank in Bulgaria in 2011 by the financial
magazine Euromoney.

<& New Executive Directors of the Bank were appointed — Dimitar Kostov, Vassil Christov,
Svetoslav Moldovansky.

<& Maya Georgieva (Executive Director of First Investment Bank) received the Banker of the
Year 2011 award from “Banker” Weekly for market sustainability achieved and customer
confidence earned.

<& Fibank was granted “Bank of the Year” award from “Bank of the Year” Association, with the
best complex performance.

<& The Bank signed an agreement with the European Investment Fund for the financing of SME
under the JEREMIE initiative.

<& Vassil Christov, Executive Director of First Investment Bank won the prestigious award

“Banker of the Year” of the “Banker” Weekly.
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First Investment Bank AD signed an agreement with the Hungarian MKB Bank Zrt. for the
acquisition of 100% of the shares of MKB Unionbank EAD.

Fibank finalized the issuance of new hybrid debt (two bonds emissions) to the total amount
of EUR 100 million, included in the Tier | capital.

Clients were provided with the opportunity to purchase online products of investment gold
and other precious metals.

<& Maya Oyfalosh was elected Executive Director of First Investment Bank AD.

<& The merger of Union Bank EAD into First Investment Bank AD was implemented, incl. entire
integration of operational systems, procedures, infrastructure, human resources, products
and services

<& First Investment Bank successfully overcame the pressure on the banking system thanks to
existing high liquidity, high professionalism, as well as to the liquidity support pursuant to EC
Decision C(2014) 4554/29.06.2014

<& Fibank was awarded as best bank in the field of retail banking from the international portal
Global Banking & Finance Review.

<& First Investment Bank realized a joint project with the IFC for upgrading the systems for risk
management and corporate governance in Fibank in accordance with the principles of the
Basel Committee and recognized international standards.

& A new independent member of the Supervisory Board was elected: Mr. Jyrki Koskelo, an
accomplished professional with extensive experience in the IFC.

& A new organizational structure of the Bank was adopted, further elaborating the control
functions and introducing new positions, incl. CEO, CRO, CCO.

<& In an effort to maintain an open line of communication with investors and enhance dialogue
with minority shareholders, a Club of investors was created.

<& First Investment Bank was distinguished as the favorite brand among financial institutions in
Bulgaria by the global organization Superbrands.

<& An innovative platform was launched for electronic payments via mobile devices with
contactless (NFC) function and use of digital bank cards.

<& The Bank repaid in full the liquidity support according to decision C(2014)8959 of 25.11.2014
of the EC.

<& Fibank successfully passed the asset quality review and the stress test of the banking system
conducted in the country.

<& New contactless debit cards for children and teenagers were developed.

<& Fibank created an integrated e-banking platform My Fibank, using a single customer service
channel (Omnichannel).

& Changes were made to the Management Board in line with in line with the Bank's key growth
and strategic development goals.

<& First Investment Bank joined as direct participant the Pan-European Automated Clearing
House STEP2 SEPA Credit Transfer (SCT).

<& Fibank updated its core banking information system by migrating to Oracle Flexcube12.

<& First Investment Bank developed its online consumer credit services at the Bank's internet

address www.credit.fibank.bg.

FIRST INVESTMENT BANK
24/118




75FI ba Activity report for 2018

;/bnn( on an unconsolidated basis

HIGHLIGHTS 2018

JANUARY

& First Investment Bank and the National Guarantee Fund signed a new financing agreement
under the COSME 2017 Guarantee Scheme, which aims to facilitate the access of SMEs to
financing and to support the implementation of productive investment within the European
Union.

& A mobile Investor Relations application was developed to provide quick access to financial
information and other data and news of interest to investors.

& From January 1, 2018, the Bank started applying the new International Financial Reporting
Standard (IFRS 9), introducing a revised impairment model based on expected credit losses, as
well as changes in the classification and measurement of financial assets.

FEBRUARY
KuauweH
& Mr. Chavdar Zlatev was appointed as Chief Corporate Banking kpegum
Officer (CCBO), Member of the Management Board and Executive MpaBo
: ) Ha u3bop
Director of First Investment Bank AD.
Cowe

& The Bank developed improved mortgage loan offers, with yu:;gu“
competitive interest rates and a focus on cross-selling. 6

& Fibank signed an agreement with the BNB for distribution of - !,@J
Bulgarian commemorative coins and sets of coins issued by the \:«"
Central Bank. . 3

MARCH

& A new Smart Lady program was launched aimed at supporting ;
female entrepreneurs. The program mainly targets micro, small and
medium-sized businesses run by women, as well as businesses )
producing products and services designed for women.

/

& A new Cash-in service was introduced, using cards issued by Fibank \
at ATMs of the Bank. Tpvzhu om Hewo!

CHoBus Guskec kpegum 3askenu om Fibank

APRIL

A new electronic deposit product My Deposit was launched,
opened and managed entirely online through the My Fibank
electronic banking system.

Mosim Aeno3zum

& A new child savings account was developed as an additional
product to the Smart Lady program.

<& Fibank further developed its online consumer lending services.

FIRST INVESTMENT BANK
25/118



75!iirsbank Activity report for 2018

/M;,bmm on an unconsolidated basis
MAY
& A new software Fibank Token was launched as a means of /\
signature and authentication in the electronic banking system of \T
the Bank, featuring two-factor authentication and QR Code /

scanning technology.

AXTHBUDANE 13 CODTYEPEH TOK DM
“apanen npe3

& Promotional credit and savings products were developed on the

occasion of the Bank’s anniversary: 25 Years Fibank. i

& The Bank implemented a project for introduction of the [ —
regulatory requirements arising from the General Data Protection
Regulation (GDPR). B e
JUNE

<& First Investment Bank established a partnership with Erste Asset
Management aimed at offering on the Bulgarian market the
mutual funds managed by this Austrian company.

& The offering of a specialized consumer product Restart was
started for refinancing and consolidation of loans.

A General Meeting of Shareholders was held which took decisions
on retention of profit, selection of registered auditors, as well as
changes in the composition of the Audit Committee and the
Internal Audit management.

& A project was realized for implementation of the new regulatory requirements arising from
the European legislative framework in financial markets: the MiFID 1I/MiFIR package.

<& Fitch Ratings confirmed its ratings of the Bank. A new long-term counterparty risk rating (Ba2)
was assigned by Moody's Investors Service.

JULY

& The term was extended of two guarantee agreements with the NGF providing financing to
SMEs, including to agricultural producers and companies approved for assistance under the
Rural Development Program.

Ms. Ralitsa Bogoeva was appointed as Chief Information Technology and Operations Officer of
the Bank.

& The parameters were optimized of packages offered by the Bank to individuals and business
customers.

AUGUST

<& First Investment Bank and the Bulgarian Development Bank signed an agreement for provision
of financing in support of micro, small and medium enterprises under a joint program with
KfW.

The process of change management in the Bank was improved with a view to more effective
implementation of the IT development strategy, as well as to enhanced monitoring of project
management and development.
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SEPTEMBER

&

OCT

&

Ny

An innovative Evolve credit card of a new generation was
developed, combining three brands (Fibank, Diners Club and
MasterCard) into a single payment instrument.

First Investment Bank opened a Chinese Yuan correspondent
account with Industrial & Commercial Bank of China Limited, with
a view of facilitating payments and supporting Bulgarian
businesses in commercial and structured finance transactions.

A campaign was launched to present the factoring services
offered by the Bank to existing and potential business customers.

The first stage was carried out of a project implementing the requirements of the Law on

Payment Services and Payment Systems and of the other regul

ations transposing Directive

(EU) 2015/2366 on payment services in the internal market (PSD2).

OBER

First Investment Bank celebrated its 25" anniversary as the largest
Bulgarian-owned bank in the country and an institution with
established brand for high quality of service.

The process of risk management and validation of internal models
was improved.

A new silver coin dedicated to the Year of the Pig was exclusively
offered at the offices of Fibank.

NOVEMBER

\

&

&

DEC

A
<

&

O

25 zogunu |bank

W

o

ety [

A regular meeting was held with minority shareholders as part of the initiatives for further

engagement and maintaining an open line for communication with

shareholders and investors.

A new product for business customers was introduced: Free Deposit+, featuring a 1-month fixed
term deposit in BGN or EUR linked to a current account where the accrued interest is paid.

The distribution started of gold coins for newborns, designed under Fibank's project in

partnership with the New Zealand Mint.

EBMER

First Investment Bank signed an agreement with the Bulgarian Development Bank for financing
of micro, small and medium-sized enterprises with the support of the European Strategic

Investment Fund (COSME+).

The launch is prepared of an innovative service: a digital version of

a credit/debit payment card.

An extension of the framework agreement with Taiwan’s Eximbank was signed for financing
deliveries of goods made by Taiwanese suppliers to customers of Fibank.
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FINANCIAL REVIEW
KEY INDICATORS

2018 2017 2016 2015 2014
Financial indicators (BGN thousand)
Net interest income 250,885 247,578 307,623 252,380 276,269
Net fee and commission income 93,546 98,851 89,175 81,470 82,029
Net trading income 12,279 15,435 14,047 11,340 12,934
Total income from banking operations 372,363 389,314 456,545 407,975 385,292
Administrative expenses (202,315)  (196,635) (185,055) (172,518) (178,310)
Impairment (82,500) (77,511) (154,776) (327,422) (291,827)
Net profit 164,138 85,466 90,185 12,543 30,581
Balance-sheet indicators (BGN thousand)
Assets 9,237,837 8,642,571 8,852,470 8,681,387 8,645,835
Loans and advances to customers 5,525,957 5,018,298 4,941,062 5,131,731 5,734,295
Loans and advances to banks and fin.inst. 125,472 54,402 54,472 109,435 80,559
Due to other customers 8,021,439 7,338,375 7,691,256 7,002,880 6,507,864
Other borrowed funds 118,156 118,517 70,367 133,802 177,544
Shareholders’ equity 812,913 929,284 841,751 745,382 728,409
Key ratios (in %)
Capital adequacy ratio 16.31 16.18 15.41 15.04 15.22
Tier 1 capital ratio 16.31 16.16 15.38 14.53 13.96
CET 1 ratio 13.37 13.08 12.20 11.52 11.01
Leverage ratio 11.28 11.55 10.31 10.20 10.38
Liquid assets/deposits from customers 27.09 26.26 29.14 28.42 31.16
Liquidity coverage ratio (LCR) 251.43 320.22 313.88 330.97 350.30
Net stable financing ratio (NSFR) 134.23 136.52 137.63 132.23 116.47
Net loans/deposits ratio 68.89 68.38 64.24 73.28 88.11
Cost of risk 1.32 1.38 2.68 5.59 4.67
E‘:;;?:gf;;;g;i’::/ total income from 67.38 63.59 67.38 61.86 71.70
Cost/income ratio 46.28 53.31 42.04 33.55 35.33
Resources (in numbers)
Branches and offices 155 156 158 163 169
Staff 2,651 3,045 2,991 3,063 3,129
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CREDIT RATING

First Investment Bank has credit ratings from the international agencies for credit rating Fitch Ratings
and Moody’s Investors Service.

Fitch Ratings 2018 Change 2017
Long-term rating B = B
Short-term rating B = B
Viability rating b = b
Support rating 5 = 5
Support rating floor NF = NF
Outlook Stable = Stable

In June 2018, Fitch Ratings affirmed entirely the ratings of First Investment Bank as follows: long-term
rating ,B“, short-term rating ,B“, viability rating ,b“, support rating ,,5“ and support rating floor ,NF
(No Floor)“. The outlook on all ratings is stable.

Moody’s Investors Service 2018 Change 2017 ‘
Long-term rating B1 = B1
Short-term rating NP = NP
Baseline Credit Assessment b2 = b2
Long-term Counterparty Risk Rating Ba2 N/A N/A
Short-term Counterparty Risk Rating NP N/A N/A
Outlook Stable = Stable

In June 2018, Moody’s Investor Service assigned to First Investment Bank new counterparty risk
ratings, in accordance with the updated methodology of the rating agency — long-term rating ,,Ba2“/
short-term rating ,,NP (Not Prime)“. The other credit ratings of First Investment Bank remained
unchanged, as follows: long-term rating ,B1“, short-term rating ,,NP (Not Prime)“, baseline credit
assessment ,b2“. The outlook on all ratings is stable.
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FINANCIAL RESULTS

In 2018 First Investment Bank reported higher financial results and steady development, as net profit
increased to BGN 164,138 thousand compared to BGN 85,466 thousand a year earlier. Such increase
was mainly driven by the higher other income, including from sales of assets, as a result of the Bank's
consistent actions to reduce non-interest-bearing assets and further optimization of its balance-sheet
positions. Reported income from sale of assets for the year amounted to BGN 81,117 thousand (2017:
10,616 thousand), including the finance lease transaction at the end of the year for a significant part
of the site of the former Kremikovtzi metallurgical plant with an international investor: a subsidiary of
Soravia Real Estate Developers GmbH, part of the Austrian economic group Soravia. The return on
equity (after tax) was 18.99% and the return on assets (after tax) was 1.85%.

Fibank improved its market position, taking fifth place on net profit among banks in the country on
unconsolidated basis (2017: sixth). The market share of the Bank increased to 9.33% (2017: 7.28%).
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During the year First Investment Bank performed its activity in compliance with the goals for
development and the external environment and necessity for financing. The total income from banking
operations amounted to BGN 372,363 thousand (2017: BGN 389,314 thousand), as the decrease
registered in net fee and commission income and other operating income is partialy compensated by
the growth in net interest income, generated in an environment of continuing low interest rates.

For 2018, net interest income amounted to BGN 250,885 thousand or 1.3% more than the previous
year (2017: BGN 247,578 thousand), and remained a major source of income for the Bank, constituting
67.4% of total operating income (2017: 63.6%). Fibank’s operations abroad (Cyprus Branch) had an
unsignificant share forming hardly 0.3% of the Bank’s net interest income (2017: 0.2%).

For the reporting period, interest income decreased to BGN 312,212 thousand (2017: BGN 340,218
thousand), reflecting the market trend for reduction in interest rates, as well as the competitive
conditions offered by the Bank. A decrease was recorded in all main business lines®, including
corporate customers (2018: BGN 146,291 thousand; 2017: BGN 169,816 thousand), as well as in the
retail segment, including retail banking (2018: BGN 115,692 thousand; 2017: BGN 121,840 thousand)
and microlending (2018: BGN 8,601 thousand; 2017: BGN 9,137 thousand). An increase was recorded
in small and medium-sized enterprises (2018: BGN 31,213 thousand; 2017: BGN 30,703 thousand), as

9 Business lines based on the Bank’s internal criteria for customer segmentation
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well as in these related to debt instruments (2018: BGN 8,853 thousand; 2017: BGN 7,945 thousand),
which reflected the dynamics in the profitability and the conditions on the debt securities markets.

The last years trends in interest expenses remained, decreasing to BGN 61,327 thousand (2017: BGN
92,640 thousand) mainly due to a reduction in the expenses on customer deposits, which reached BGN
35,312 thousand against BGN 66,596 thousand a year earlier and formed 57.6% of total interest
expense. During the year, First Investment Bank continued to adjust interest rates on deposit products
in accordance with market conditions and competitive environment, as well as regarding the levels of
liquidity. The net interest margin of the Bank amounted to 3.99% for the period.
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Net fee and commission income for 2018 amounted to BGN 93,546 thousand compared to BGN 98,851
thousand the previous year, forming 25.1% of total income from banking operations (2017: 25.4%),
thus providing solid input to the operating profit. Fibank's operations abroad (Cyprus Branch) formed
2.1% of net fee and commission income (2017: 0.7%). An increase was reported in all main services,
including card services (2018: BGN 32,642 thousand; 2017: BGN 30,152 thousand), payment
operations (2018: BGN 21,401 thousand; 2017: BGN 20,365 thousand) and customers accounts (2018:
BGN 30,254 thousand; 2017: BGN 29,559 thousand). A decrease was registered in the letters of credit
and guarantees (2018: BGN 2,686 thousand; 2017: BGN 2,911 thousand), as well as in other services
(2018: BGN 28,389 thousand; 2017: BGN 33,663 thousand), including in these related to credit activity.

For 2018, net trading income amounted to BGN 12,279 thousand (2017: BGN 15,435 thousand). The
decrease reflected mainly the lower income arising from foreign exchange operations, which
amounted to BGN 12,511 thousand compared to BGN 14,970 thousand a year earlier. Net expense
was reported in the operations arising from debt and equity instruments, which amounted on total
BGN 232 thousand for the period, compared to a net income of BGN 465 thousand for the previous
year. The share of net trading income remained insignificant at 3.3% of total income from banking
operations (2017: 4.0%).

Other operating income amounted to BGN 15,653 thousand compared to BGN 27,450 thousand a year
earlier, arising mainly from the lower income from debt instruments, which were BGN 2,435 thousand
(2017: BGN 11,644 thousand). A decrease was reported in the operating income from rents (2018:
BGN 8,862 thousand; 2017: BGN 11,283 thousand), as well as from the management of loans, acquired
through business combination (2018: BGN 2,038 thousand; 2017: BGN 4,458 thousand).
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For the year, the administrative expenses amounted to BGN 202 315 thousand against BGN 196,635
thousand a year earlier, mainly driven by higher costs on personnel (2018: BGN 66,061 thousand; 2017:
BGN 61,642 thousand), as well as for external services (2018: BGN 61,612 thousand; 2017: BGN 57,886
thousand). The building rent expenses (2018: BGN 32,462 thousand; 2017: BGN 32,443 thousand) and
those for telecommunications, software and other computer maintenance (2018: BGN 11,737
thousand; 2017: BGN 11,217 thousand) remained at levels close tp the previous year, while a decrease
was reported in the advertising expenses (2018: BGN 15,603 thousand; 2017: BGN 17,722 thousand)
and the amortization expenses, which decreased to BGN 14,840 thousand, compared to BGN 15,725
thousand for the previous year. For the period, cost/income ratio amounted to 46.28% on an
unconsolidated basis (2017: 53.31%).
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During the year an additional write-downs were made on loans, off-balance sheet commitments and
other investments amounting to BGN 160,348 thousand, while the reversal of write-downs were BGN
77,848 thousand. As a result of this the net impairment for 2018 amounted to BGN 82,500 thousand
(2017: BGN 77,511 thousand). Since January 1, 2018 First Investment Bank has applied the new
requirements of IFRS 9, which established the model of expected credit losses for impairment of
financial assets. For further information see section , Risk management”.

For the period First Investment Bank reported other net income amounting to BGN 64,776 thousand,
which included mainly income of sale of assets (2018: BGN 81,117 thousand) and of revaluation of
investment properties (2018: 13,669 thousand), as well as expenses for contributions that the Bank
made to the funds for deposit insurance, restructuring and investor compensation (2018: BGN 32,339
thousand).

For further i