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An Application has been made to the Listing Authority in Maltavhich is the Maltese competent authority for ta
purposes of the Prospectus Directive for the approval of tlBase ProspectusApplication will also be made to the
Listing Authority for each Series of the Bonds issued under this Programme to be admitted for trading on the EWSM
There may also be applications to admit the Bonds issued under this Prograrfunérading on the Stockholm Stock
Exchange and on the Frankfurt Stock Exchange.

Prospective investors are to refer to the Guarantee containedAnnex Aof this Documentfor a description of the
scope, nature and terra of the Guarantee Reference should also be made the sectionentitled "Risk Factorsfor a
discussion of certain risk factors which should be considered by prospective investors in connection with the Bonds and
the Guarantee provided byerratumOyj.

THEACCEPTANGEY THE LISTING AUTHORN YIALTAFOR THE ADMISSIBILITY OF THESE SESWHTA LISTED

FINANCIAL INSTRUMENT MEANS THAT THE SAID INSTRUMENTS ARE IN COMPLIANCE WITH THE REQUIREMENT

CONDITIONS SET OUT IN THE LISTING RULES. IN PROVIBOCEPHMNCEHE LISTING AUTHORITY DOES NOT GIVE
ANY CERTIFICATION REGARDING THETRAITRISKS IN INVESTING IN THE SAID INSTRUMENT ANCCHPTANCE
SHOULD NOT BE DEEMED OR BE CONSTRUED AS A REPRESENTATION OR WARRANTY AS TO THE SAFETY OF |
IN SUCH INSTRUMENT.

A PROSPECTIVE INVESTOR SHOULD ALWAYS SEEK INDEPENDENT FIRENEEAORBE\DECIDING TO INVEST IN
ANY LISTED FINANCIAL INSTRUMENTS. A PROSPECTIVE INVESTOR SHOULD BE AWARE OF THE POTENTIAL
INVESTING IN THE SECURITIES OF AN ISSUER AND SHOULD MAKE THE DECISION TO INVEST ONLY AFTER
CONSIDERATION AND CONSUIOMWITH HIS OR HER OWN INDEPENDENT FINANCIAL ADVISER.
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IMPORTANT INFORMATION

THISBASE PROSPECBHU®ULD BE READ ANOINETRUED IN CONJURGITWITH THE REFERENDOCUMENTS. FULL
INFORMATION ON THESUER, GUARANTOR ANHE BONDS IS ONLYAIRXBLE ON THE BASIS THEBASE
PROSPECTUAS SUPPLEMENTED FROMETITO TIME, TOGETHBRIH THE REFERENCEWUMENTS, AND THE
APPLICABLE FINALME&R

THIS DOCUMENTONSTITUTES BASE PROSPECTU® AMS BEEN DRAWN WP ACCORDANCE WITHET
REQUIREMENTS OF GMEDELINES FOR INSTAND TRADING ONETEAVSM AND THE COMMISSIREGULATION (EC)
NO. 809/2004 OF THER APRIL 2004 IMPLEMTING DIRECTIVE300/EC OF THE EUREAN PARLIAMENT ANBP THE
COUNCIL AS REGARIFORMATION CONTAINBDPROSPECTUSESWARL AS THE FORMINGCORPORATION BY
REFERENGH®D PUBLICATION OF BURROSPECTUSES ANEISEMINATION OF ABYESEMENTS (AS AMENIBY
DIRECTIVE 2010/73/EOF THE EUROPEAN PARENT AND OF THE WZTIL AND COMMISSIANELEGATED
REGULATION (EU) NiB6/2012 OF 30 MARC2012, COMMISSION MHEATED REGULATIE@N) NO. 862/2012 OF
JUNE 2012, COMMISSIELEGATED REGUDNT(EU) NO. 759/201QF 30 APRIL 201@OMMISSION DELEGATED
REGULATION (EU) Ns82/2014 OF 7 MARC2014) ANDCOMMISSION REGULATIEBU) 2016/301 ORONOVEMBER
2015 SUPPLEMENTINIREECTIVE @8/71/EC AND AMENDENCOMMISSION REGUDAT(EC) NO 809/2014

THE BASE PROSPECGTAE BEEN APPROVEDIBE LISTING AUTHOR(VIEANINGHEMALTA FINANCIAL SETBS
I'1 ¢l hwL ¢, AGIWNG O\ ITRCAPACIAS LISTING AUTHORIN TERMS OF THERANCIAL MARKETSTAC
CHAPTER 345 OF TARBVE OF MALTA) AS CRBMENT AUTHORITY EROHE PROSPECTRECTIVE. THE LISTING
AUTHORITY ONLY APPE® THIS BASE PRGS$BE AS MEETING THECLOSUREEQUIREMENTS IMPOSEIDER
MALTESE AND EUROPERNNN LAW PURSUAND THE PROSPECTUEOTRVE.

THISBASE PROSPECTWSALID FOR 12 MGNSTFROM THE DATERQBLICATION AND TBASE PROSPECHRN®
ANY SUPPLEMENT HERE® WELL AS ANYAEINERMS REFLEEGEIR STATUS AS AEIRHRESPECTIVE DAJES
ISSUE. THEASE PROSPECHM®/OR ANY FINAL MERAND THE OFFERINGI.E OR DELIVERYANFBONDSVIAY
NOT BE TAKEN AS: AN) IMPLICATION THAHE INFORMATION C@NNED IN SUCH DOCWWIE IS ACCURATE AND
COMPLETSUBSEQUENT TO THEHRPECTIVE DATESOBE; OR (B) THAIERE HAS BEEN NO BRSE CHANGE IN
THE FINANCIAL CONON OF THE ISSUERDARHE GUARANTOR &NSLUCH DATES; OR TBAT ANY OTHER
INFORMATION SUPPLIE[ZONNECTION WITHETPROGRAMME IS ARSTEAT ANY TIME SUBSERUEO THE DATE
ON WHICH IT IS SUBLOR, IF DIFFERENE DATE INDICATEDHE DOCUMENT CAMING THE SAME.

EACH AND ALL OF THEECTORS OF THHERSAND THE GUARART®HOSE NAMES APPBEARER THE HEADING
"IDENTITY OF DIRECTGENIOR MANAGEMENDVISORS AND AUDIBOR SECTION 9.1 OFEBASE PROSPECTUS
ARE THE PERSONS BHSHBLE FOR THE IRMATION CONTAINEDTINEBASE PROSPECTUS THE BEST OF THE
KNOWLEDGE AND BEIOEFTHE DIRECTORSOWAVE TAKEN ALL 8ERABLE CARE TO EMSTUHAT SUCH IS THE
CASE, THE INFORMATICONTAINED IN TBESE PROSPECTE/SN ACCORDANCE MVTHE FACTS AND DOES
OMIT ANYTHING LIKELY AFFECT THHEPORT OF SUCH INMARION. THE DIRECBORCCEPT RESPONSMBIL
ACCORDINGLY.

THE ISSUER UNDERBAKE SUPPLEMENT BABE PROSPECTBSPUBLISH A NBASE PROSPECRISANY TIME
AFTER SUBMISSION THEBASE PROSPECTREZRR APPROVAL TO THETING AUTHORI| IF AND WHEN, THE
INFORMATION HEREINO®LD BECOME MATHRM INACCURATE ORQGMPLETE IN THE EVEDF ANY NEW
SIGNIFICANT FACTGRT IS CAPABLE OFEETING THE ASSESEMEF THBOND3BY POTENTIAL INVESSOTHE
LISTING AUTHORITWEGT REQUIRED TPPROVE ANY FINALME&ERSSUED BY THEJESS PURSUANT TO TBASE
PROSPECTUS

NO BROKER, DEALER, SALESMAN OR OTHER PERSON HAS BEEN AUTHORISED BY THE ISSUER OR ITS DIRECTORS, T

ANY ADVERTISEMENT OR TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS IN CONNECTION
SALE OF BONDS OF THE ISSUER OTHER THAN THO®D CONHBNSE PROSPECHAND® IN THE DOCUMENTS
REFERRED TO HEREIN IN CONNECTION, AND IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATIONS
BE RELIED UPON AS HAVING BEEN AUTHORISED BY THE ISSUER OR ITS DIRECTORS.

WITH

MUST

THEBASE PROSPECDI&ES NOT CONBITE, AND MAY NOT BE USED FOR PURPOSES OF, AN OFFER OR INVITATION TO

SUBSCRIBE FOR BONDS BY ANY PERSON IN ANY JURISDICTION (I) IN WHICH SUCH OFFER OR INVITATIO
AUTHORISED OR (II) IN WHICH THE PERSON MAKING SUCH OFFER OR INVITATION ISTOMORAIORED) TO
ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR INVITATION.
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IT IS THE RESPONSIBILITY OF ANY PERSONS IN POSSESSION OF THIS DOCUMENT AND ANY PERSONS WISHING TO
FOR ANY BONDS ISSUED BY THE ISSUER TO INFORM THEMSHDVES OBSERVE AND COMPLY WITH, ALL
APPLICABLE LAWS AND REGULATIONS OF ANY RELEVANT JURISDICTION. PROSPECTIVE INVESTORS SHOULD IN
THEMSELVES AS TO THE LEGAL REQUIREMENTS OF APPLYING FOR ANY SUCH BONDS AND ANY APPLICABLE EXC
CONTROL REQUIREMENTSTAXES IN THE COUNTRIES OF THEIR NATIONALITY, RESIDENCE OR DOMICILE.

THE BONDS HAVE NOT BEEN NOR WILL THEY BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT, 1¢
AMENDED, OR UNDER ANY FEDERAL OR STATE SECURITIES LAW AND MAY NOT BE ORPERERWSSH D OR
TRANSFERRED, DIRECTLY OR INDIRECTLY, IN THE UNITED STATES OF AMERICA, ITS TERRITORIES OR POSSES$IONS
AREA SUBJECT TO ITS JURISDICTION.STHER TO OR FOR THE BENEFIT OF, DIRECTLY OR INDIRECTLY, ANY U.S.

PERSON (AS DEFINETREBGULAON SOF THE SAID ACHYRTHERMORE THE ISSUER WILL NOT BE REGISTERED UNDHR
THE UNITED STATES INVESTMENT COMPANY ACT, 1940 AS AMENDED AND INVESTORS WILL NOT BE ENTITLED TO
BENEFITS SET OUT THEREIN.

A COPY OF THIS DOCUMENT HAS BEEN SUBMITTEISTINGHEUTHORITY IN SATISFACTION OF THE GUIDELINES FOR
LISTING AND TRADING ON THE EANMBVHAS BEEN DULY FILED WITH THE REGISTRAR OF COMPANIES, IN ACCORDANCE
WITH THE REQUIREMENTS OF THE COMPANIES ACT.

STATEMENTS MADE IN BASE PROSPECRRE, EXCEPT WHERE OTHERWISE STATED, BASED ON THE LAW AND
PRACTICE CURRENTLY IN FORCE IN MALTA AND ARE SUBJECT TO CHANGES THEREIN.

¢19 /hbe¢obe{ hC ¢19 L{{]9wQ{ 29.{L¢9 hw !'b, 29.{L¢9 5Lw9g/ ¢

NOT FORM PARF OHEBBASE PROSPECTALSCORDINGLY NO RELIANCE OUGHT TO BE MADE BY ANY INVESTOR ON ANY
INFORMATION OR OTHER DATA CONTAINED IN SUCH WEBSITES AS THE BASIS FOR A DECISION TO INVEST IN THE BOI
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1 Definition s

All terms not otherwise defined in thisase Prepectusa K £ f KI @S GKS YSIyAy3a |
ConditorsQ 2F GKS . 2yRa®d LYy FRRAGA2Y (2 ( KBSse RréspectysS R
SYdAGft SR WeSN¥a IyR /2yRAGAZ2YAaQS (GKS F2ffBuedy3
hereunder:

"Bond/s' or "Security/ie$

the bondsissued or to be issued in terms of the Programme;

"Bondholdef

a holder ofBondsissued by Ferratum Bank

"Bond issu&

the issue of the Bonds;

"Clearstreath

Clearstream Bankingpcieté anonyme

"Companies Aétor "Act"

the Companies Act (Cap. 386 of the Laws of Malta);

"Company or "Issuel or
"BankK or "Ferratum Bank

Ferratum Banlp.l.c, a company registered under the laws of Malta having
registered office afragliaferro Business Centreviel § 14 High Street, Sliema
SLM 1551 Maltaand bearing company registration numbeb6251;

"CSD

the central securities depository of thévlalta Stock ExchangeMEB
established pursuant to article 24 of the Financial Markets Act (Cap. 345 ¢
laws of Malta), and situated at Garrison Chapel, Castille Place, Valletts
1063, Malta;

"Eurd' or "EUR or "€"

the lawful curency of the Republic of Malta;

"Ferratum Groug' or "the
Groupg'

FerratumOyj and its subsidiaries form thiéerratumGroup;

"Guaranteé

the irrevocable guarantee for each respective series of the Bonds grante
the Company under the Deed of Guarantee, under which the Com|
guarantees the due and punctual payment of all sums from time to t
payable by the Issuer in respect of the Bonds

"Guarantol or "Ferratum
OM'II

Ferratum Qyj, a company registered under the Laws of Finland, having
registered office at Ratamestarinkatu 11A, 00520 Helsinki, Finland and be
company registration number 1950949

"EWSM

the EWSM, Europegh K2t S&al £ S { SOdzZNAGAS& al N
defined in Article 4(1), point 14, of the Directive on Markets in Finar
Instruments (2004/39/EC). The EWSM is authorised and regulated by
Malta Financial Services Authority;

"Listing Authoriy"

the Malta Financial Services Authoréiy a G apgpdnted as Listing Authorit
for the purposes of the Financial Markets Act (Chapter 345 of the Lav
Malta) by virtue of Legal Notice 1 of 2003;

"Listing Rules

the listing rules issued by the lirgg Authority, as may be amended from tirr
to time;

"Offerind' or "Shares

the offering 0f6,517,188 ordinaryshares ofthe Guarantoron the regulated
market of the Frankfurt Stock Exchange

"Offer Price" the offer price for theShares issued by Ferratum OyiJdanuary2015 with a
price per share of m T
"Person” any person, firm, company, corporation, government, state, or agency

state or any association, trust or partnership (whether or not having sepa
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legal personaty) of two or more of the foregoing;

"Programmé

the Bond Issuance Programme being made by the Issuer pursuant to this
Prospectus;

"Prospectus Directive

Directive 2003/71/EC of the European Parliament and of the Council
November 2003 on th@rospectus to be published when securities are offe
to the public or admitted to trading and amending Directive 2001/34/EC
amended by Directive 2010/73/EU of the European Parliament and of
Council of 24 November 2010;

"Reference Documents

any supplement to theBase Prospectus, together with any documen
display

"Regulatiofi

Commission Regulation (EC) No 809/2004 of 29 April 2004 impleme
Directive 2003/71/EC of the European Parliament and of the Council as re
information contined inthe Prospectus as well as the format, incorporati
by reference and publication of sucprospectugs and dissemination of
advertisements;

"Serie$

one or more Tranches, which are expressed to be consolidated and form
single series anddentical in all respects, except for issue dates, inter
commencement dates and/or issue price;

"Terms and Conditiofisor
"Condition8

the terms and conditions contained in sectid8 of thisBaseProspectus; and

"Tranché

each tranche ofBondsis identical in all respects, except for issue dat
interest commencement dates and/@ssueprices, issued in accordance wil
the provisions of thiBase Prospectuss may be amended, supplemented a
updated from time to time and the applicable Final Term

All references in th@ase Prospectus "Malta" are to the"Republic of Malta

A reference in thiBase Prospectus a provision of law is a reference to that provision as amended-or re

enacted.

References in thiBase Prospectus a company or etity shall be deemed to include a reference to any
successor or replacement thereto.
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Persons responsible

This Document includes information prepared in compliance withGhé&lelines for Listing and Trading
on the EWSMor the purpose of providingrospective investors with information regarding the Issuer
and the Guarantor. All of the [Bictors of the Issuemwhose names appear under the headiidentity

of Directors, Senior Management, Advisors and Auditbia Section 9.1 (Directors of théssuer)of
the Document, accept responsibility for the information contained in this Document.

To the best of the knowledge and belief of the Directors of the Issuer , who have taken all reasonable
care to ensure that such is the case, the informationtaored in this document is in accordance with

the facts and does not omit anything likely to affect the import of such information. The Directors of the
Issuer and the Guarantor accept responsibility accordingly.
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3 Risk factors

PROSPECTIVE INVESTORS SHOAREFULLY REVIEW AND CONSIDER THE FOLLOWING RISK FACTORS AND OT
INVESTMENT CONSIDERATIONS, AS WELL AS ALL THE OTHER INFORMATION CONTBAEDRROSRECTUS
BEFORE MAKING ANY INVESTMENT DECISION WITH RESPECT TO THE ISSUER. SOME OFETHHSRERTISKS AR
CONTINGENCIES WHICH MAY OR MAY NOT OCCUR AND THE ISSUER IS NOT IN A POSITION TO EXPRESS A VIEW
LIKELIHOOD OF ANY SUCH CONTINGENCIES OCCURRING.

THE SEQUENCE IN WHICH THE RISKS BELOW ARE LISTED IS NOT INTENDED TO BE INDICAHRECBF ANY Of
PRIORITY OR OF THE EXTENT OF THEIR CONSEQUENCES.

LC !'b, hC ¢19 wL{Y{ 59{/wL.95 .9[h2 29w9 ¢h a! ¢9wL![L{O9X

!'b5khw ¢19 D!!w!b¢hwQ{ CLb!b/L![ w9{![¢{ !b5 ¢w!IDIORbD t w
THE GUARANTOR TO FULFIL ITS OBLIGATIONS UNDER THE SECURITIES ISSUED BY IT FROM TIME TO TIME. T
AND UNCERTAINTIES DISCUSSED BELOW ARE THOSE IDENTIFIED AS SUCH BY THE DIRECTORS, BUT THESE
UNCERTAINTIES MAY NOT BE THE ONLY ONES THSUEREAND THE GUARANTOR FACE. ADDITIONAL RISKS AND
UNCERTAINTIES, INCLUDING THOSE WHICH THE DIRECTORS ARE NOT CURRENTLY AWARE OF, MAY WELL RES
MATERIAL IMPACT ON THE FINANCIAL CONDITION AND OPERATIONAL PERFORMANCE OF THE ISSUER AND/Q
GUARANDR THAT COULD LEAD TO A DECLINE IN VALUE OF THE SECURITIES.

NEITHER THEASE PROSPECTNER ANY OTHER INFORMATION SUPPLIED IN CONNECTION WITH SECURITIES ISSU
BY THE ISSUER: () IS INTENDED TO PROVIDE THE BASIS OF ANY CREDIT OR OTHER EVALBAUON BEOR (11) S
CONSIDERED AS A RECOMMENDATION BY THE ISSUER OR THE SPONSOR OR AUTHORISED FINANCIAL INTERM
THAT ANY RECIPIENT OF BASE PROSPECTMWSANY OTHER INFORMATION SUPPLIED IN CONNECTION THEREWITH
SHOULD PURCHASE ANY SECURITIES ISSUEBBYERHE |

PROSPECTIVE INVESTORS SHOULD MAKE THEIR OWN INDEPENDENT EVALUATION OF ALL RISK FACTORS, AND
CONSIDER ALL OTHER SECTIONS IN THIS DOCUMENT.

3.1 Introduction

Ferratum Bankp.l.c. (the "Issuet') forms part of the Ferratum Groupa group of companies
independent of any other business groups in the financial or commerce sector. The Group is mainly
capitalised byFerratumOyj (the "Guarantot").

Considering that the Issuer and tls¢her companies within the @®up operatemainlywithin the same

line of business (i.e. that of providing consumer loans distributed either via a highly developed mobile
phone solution or the internet) the risks mentioned hereundersection3.2 concern theGroupas a
whole, including the Issuer

3.2 Risks concerning the Issuer and the Guarantor

3.2.1 Economic risk

Changing economic conditions have a strong influence on the consumer credit and microloans credit
markets. The Group's business depends on the demanddosumer loansas well as on access to
capital Any period of regional or global economic downturn could result in a lower demand for the
DNER dzLJQ& LINPRdzOG&asx I+ NBRAZOGAZ2Y Ay (GKS LRGSYGAlft
products, or more difficult accesto capital. In addition, periods of economic downturn could pressure
iKS DNRdzLIQa SEA&GAY3 | yR L2 i Qefitibudiness odrietipriecddn d |
increase in defaults, credit extension requests, or a higher frequency andityegércredit losses.
Difficulties in access to capital may result in a decreased ability to arrange as many microloans as
demanded by the market. In turn, this may cause the Group to lose the momentum of its market
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3.2.2

3.2.3

3.24

growth and market share and, thereby, yea a material adverse effect on its business, financial
standing, results from operations and prospects.

Fraud risk

The Group is exposed to fraud risk due to possible intentional misconduct from its customers and
potential customers, acting maliciously fdreir own gain or that of connected third parties. The most
O02YY2y FNIdzZR NR&|l O2yOSNya ARSyidAide GKSFOI 6KAO
in order to gain access to resources from the Group. To minimize fraud risk, the Group has
implemented regulatory procedures pertaining to customer identification and verification,
complementing requirements for the prevention of money laundering and financing of terrorism, which

are in turn based on the legislation of each country. Nevertheledisassurance that fraud would not

cause any losses to the Group cannot be provided. The Group uses fraud risk management as an
internal control system, which includes such tools as the identification of fraud levels through default

rate monitoring syste@ X W6l R RSoGQ RIFIGlIolF&aSaz odzaiAySaa AyasS

customer due diligence.

LG Aa NBtS@FydG (G2 YSydiazy GKFdG G§KS FNI dzZR NRa&]
business prospects, or financial condition. In the caseatferialization of fraud risk, the Group would
also have to create additional reserves to cover potential fraud losses.

Liquidity risk

/' aK Ft26 STFAOASYyOe FyR OlFlak O2ftfSOlA2y A& KAZ
D N2 dzLJQ &s nindiztiahd/tBedpath of implementation of its expansion strategy in new countries,
based on the best practices it has developed and tested, the Group is exposed to related liquidity risks.
[AljdZARAGE NRAA]l I NRASA TNEPY edpsttediaydauiiexpeded sutrenCead A y |
future obligations as and when they fall due, without incurring significant losses.

Lack of liquidity may occur in numerous scenarios, including but not limited to two specific potential
risk scenarios: the first concesnthe situation of unexpected increase in rates of delinquencies or
RSFlLdz G4 2y LINPGARSR f2Fyad RdzS (G2 aSNR2dzA FAYIlLY
tKS a4S02yR A& O2yySOGSR 6A0GK GKS 3N dudinessestre 0 dza A
incapable of financing themselves at the very beginning. Consequently, the Group has to provide the
liquidity required for the new business. If the Group is unable to meet such cash requirements, its
growth in new markets may be adverselyeafied. Decreasing cash inflows from existing operations,
and/or increasing cash outflows associated with new business, could result in material adverse effects

2y (GKS DNRdAzLIQ&a o0dzaAySaas FAYLFyOALt &GFyRAYy3IaAaI NI

Risk of limi ted access to capital

The Group depends on external funding from credit and capital markets in order to support its fast
growth and rapid geographic expansion. If such external funds are not available under affordable terms,
as a possible result of distuehces in the banking and financial sector, the Group could be negatively
affected by an increased cost of capital.limited availability of credit and limitations in access to
financial and capital markets, combined with rising credit costs, may slow ,ddetariorate, or even
prevent the growth and further expansion of the Group entirely. The limitations may undermine the
DNR dzLJQ& LRGSYGALFf G2 NBYFAY LINBFAGFIOESET @KAOK
business, financial standing, resultsoperations and prospects.
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3.2.5

3.2.6

Credit loss risk

The Group is a financing party to bilateral microloan and customer credit product agreements and
GKSNBF2NE YIeé 068 SELIRASR (2 ¥Ffdz0Gdz2t Ay 3 ljdzl £ Al
risks. The Groug customers generally have a higher frequency of delinquencies, higher risk -of non
payment and, ultimately higher credit losses than consumers who are generally served by more
GNY RAGAZ2Y T LINPOGARSNE® ¢KS g2 Nk Sy imatarialifedathénithé @ 2 F
DNR dzLJQ&d Odzad2YSNAR FrFAf (G2 L& GKSANI YAONREt2FYy |
Ay GKSANI 26y SO02y2YAO aillyRAyaId | LIR2N FAYI yOA
adversely influence the financiahd economic condition of the Group due to a growing rate of irregular
NBEOSAGIofSa Ay (GKS DNRdAzZIQa O2yaz2fARFGSR olflyOS§
their liabilities towards the Group under microloan and customer credit prodgctements, as well as

due to increasing pastue payments and defaults in the customer base. Moreover, the negative
a0l yRAY3I 2F (KS DNRdzZLIQa OdzaG2YSNBR Yle& OFdzasS 23
NBadzZ G Ay |y Ay GmBclalic8sts 2atisediby Sccribnyproxisions for deteriorating
financial revenues. The credit loss risk may increase if the microloans portfolio is not adequately
diversified (country and social status diversification) and if the customer base iufaiidym. In such a
AAGdz2r GA2YE | RSUGSNRA2NI GA2Y 2F SO2y2YAO0 O2yRAGA?Z2
large customer base in the same way.

To mitigate and control the above mentioned credit risks, the Group operates according to established
credit risk policies, uses computarded loan approval algorithms, and follows regularly reviewed
ethical and good crediting principles. In addition, the Group uses its own soffves®d scoring
procedure to rate the creditworthiness of new and existiogstomers. The softwarbased scoring
procedure combines the Group's historical data from all markets it operates in with current information
regarding the specific market and customer. Although the Group's credit policies and solinsed
scoring procdure are refined and updated on an -@oing basis, they may prove insufficient. In a
rapidly changing economic environment there might arise a situation where current policies and
LINE OSRdAzNBa& NB y2i adFFAOASY( 2 NdentidBetedodzde &OG
economic conditions or an economic slowdown may additionally exacerbate the credit risk. As a result,
the Group might be vulnerable to credit loss risks and deterioration in portfolio quality. Insufficient risk
management proced8a YA IK{G Ffaz2 KIFIS@S | YFGSNAFE | ROSNAES
operational results or prospects.

Risk of unsuccessful strategy implementation

There can be no assurance that the Group strategy will be successfully implemented. Oneey the
elements of this strategy is the geographical expansion of the business through the setting up of new
business units in different jurisdictions. The pace of the success of this strategy is largely contingent
upon the ability of the Group to raise need funds.

In some countries, certain consumer loan products of the Group may not be offered in the same
manner as in other countries due to more restrictive bank and consumer regulation. For instance, there
are countries in which consumers cannot instarsttcess the Group's mobile consumer loan products.
Under these circumstances, the business success of the Group depends on its ability to offer consumers
alternative and equally attractive products. Failure to offer such alternative products may result in
lower revenues of the Group in respective markets.

In the past, the Group has expanded its product portfolio, which now consists of traditional microloans,
instalment loans (so called PLUS Loans), a Credit Limit procudina market place for investmésin
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3.2.7

3.2.8

consumer loans (Ferratum P283 well as small business loans (Ferratum Business) and invested in
further development of scoring capabilities by founding a dedicated company (Personal Big Data Oy)
and acquiring software that enables the analysis dfraad set of customer data. Product variations
provide the Group with a diversified product portfolio. Nonetheless, the launch of new prodstsn

when based on the same processes, systems, and scoring as the existing pcaduotses additional
investments and carries the risk of product failure or implementation delays. Intensified investment
costs and product introduction failure or delays may have a material adverse effect on the Group's
business, financial condition, or results of operations.

In addition, in 2015 the Group started its drive to become a leading mobile bank. In this regard, the
Group has already and is further making significant investments into its internal operational structure
and production offerings, including a mobile bankjigtform, its deposit taking operations, as well as
investments, enhancements and modifications to its amtiney laundering risk, foreign exchange risk,
liquidity risk, operational risk and fraud risk systems and processes. Should the Group be unguccessf
to establish itself as a mobile bank or if this strategy is delayed or more costly than expected, this could
jeopardize return on investments, reduce profitability, lead to lost investments and thus could have a
material adverse effect on the Group'sdiness, financial condition, or results of operations.

Organic growth, product variations, and geographical expansion are core components of the Group's
growth strategy. However, growth through acquisitions (through the acquisition of a competing
businessor a loan portfolio or customer database) may also comprise part of the Group's strategy. Such
acquisitions are accompanied by respective transactional risks. Any future acquisition may require
significant financial resources (including cash). If the @rexperiences any difficulties in integrating
acquired operations into its business, the Group may incur higher than expected costs and may not
realize all the benefits of such acquisitions. This could lead to adverse accounting and financial
consequencessuch as the need to write down acquired assets, which may have a material adverse
effect on the Group's business prospects, financial condition or results of operations.

Risk of losing diversification ability

The international business operations of theoGp allow it to mitigate the risk of lack of microloan
portfolio diversification. Nonetheless, several countries that the Group operates in, such as the
Netherlands, the United Kingdom, Poland, the Czech Republic, Denmark, Finland Sweden or Poland,
create more revenues than others and, simultaneously, are more important and more risky from a
diversification point of view. As a result, the Group is exposed to cowpiegific risks with respect to

such national markets. It is noteworthy that the microloaorgfolio is built on microloans lent to
customers from different social backgrounds. The different s&cid2 y 2 YA O WOt dza G SNE Q
customers allow it to keep the microloan portfolio diversified. If the Guarantor would not be able to
successfuly # S NBAFE& Ada YAONRE2FY LERNIF2tA23 GKSy Al
business, financial condition, results of operations and prospects.

Regulatory risk concerning Group business and strategy

Operating in many different countries it different regulations requires managing the legal
environment challenges and rules in varied fields, amongst which the most important are: (i) licence
requirement regulations, (i) maximum interest rate regulations, (iii) distance contracts reguladiahs,

(iv) consumer protection requirement regulations. Such a legal environment brings along many legal
risks, including, but not limited to:
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The legal requirements for opening business in new countries vary significhdgme jurisdictions
have no regstration / licence requiremenénd (ii) ®me jurisdictions have strict licensing requirements
(e.g. banking licencegntering new countries presents challenging legal requirements and rules on a

f20Ff tS@Std® CIFAfdzZNBa 2 Fystéimic Sr bashidodzhiit in he®w BduritriesO K S G

YIe KFE@S + YFGSNARFE ROSNES SFFSOG 2y (GKS DNERdz

and prospects.

The EU Consumer Credit Directive (2008/48/EC) was adopted in April 2008 and entered infa force
May 2008. The Member States were obliged to harmonise their legislation by 12 May 2010. Most of the
EU Member States have already implemented the Directive. The main points of the Directive are:

1 The Directive provides a list of information that tlvensumer shall receive from the creditor
before entering into a credit agreement and the same information shall be stated in the credit
agreement;

1 This precontractual information shall be presented to the consumer by filling the Standard
European Consuméredit Information form;

1 Consumer credit advertisements shall state the annual percentage rate of the loan;

1 The mandatory preontractual information shall be forwarded to the consumer immediately after
concluding the loan contract;

1 Aright of withdrawalexercisable within 14 calendar days;

9 If the consumer uses the right of withdrawal, the creditor may not require other charges from the
consumer, except for the interest for the period the loan amount was used by the consumer.

To serve the purposes of camser protection and credit transparency, the EU Consumer Credit
Directive mandates disclosure of a standardized annual percentage rate (APR) figure for all consumer
credit products. Due to the nature of the Group's business model, whereby in most counltréze the

Group operates, small loan amounts are offered for very short periods of time, the extrapolated APRs
may appear to be far higher than standard market APRs offered by other consumer credit companies
and may therefore create an incorrect impregsiof the actual business relationship between the
Group and its customers. The disclosure of high APRs may thus mislead consumers, consumer
protection organizations, courts, or regulatory agencies in the belief that the Group is in violation of EU
or localconsumer protection and consumer credit regulations, specifically regarding interest rate caps.
It is thus possible that legal or regulatory challenges may be brought against the Group regarding
noncompliance with existing, amended, or new consumer prii@@cor consumer credit laws. Adverse
judgments based on such findings could result in legal claims and reputational damage against the
Group. In addition, regulatory authorities have in recent times increased their inquiries as to
compliance with Europeaand local consumer protection laws, which, if this intensifies, could further
increase the burden on the Group's compliance, legal and business departments managing
communication with authorities.

To mitigate the possible risks arising from legislativangfes at EU level, the Group has adjusted its
business activities in accordance with the requirements of the Directive and with the local legislative
requirements. Nevertheless, unexpected changes with regard to the legislation at EU level or country
level YF @8 KIF@S | YIFIGSNAIf |ROSNBS SFFSOG 2y (GKS
operations and prospects.
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3.2.9 Compliance with consumer protection laws and other local legal requirements

Whilst the Group takes intensive measures to inform itselbwbthe legal environment and
requirements in the jurisdictions it operates in, it cannot be excluded that the services the Group offers
are held to be in violation of local legal requirements, such as maximum interest rate provisions or
transparency requements, by local courts. Adverse judgements based on such findings could lead to
the Group being exposed to damage claims and reputational damage. Further, existing microloan
agreements might be held null and void. As a consequence, the Group may leel lfiroitn offering its
microloan business successfully in certain jurisdictions or may be forced to terminate its business in
certain jurisdictions. This could have material adverse impacts on the financial and market position of
the Guarantor.

3.2.10The Group may lose required licences to operate the Group's mobile consumer loan
business or face challenges to renew such licences.

The local financial authorities of some jurisdictions additionally require licenses to operate a consumer
loan business. There can be mssurance that, where a license is required, the Group will in all
scenarios be able to maintain its licenses on commercially favourable terms or at all. Accordingly, there
is a risk of delay in obtaining the required licenses, which may lead to opeabtietays. The loss of a
license or such operational delays may in turn have a material adverse effect on the Group's business,
financial condition, or results of operations.

3.2.11 Risks connected with licence and agreements required for running microloans busi  ness

Changes to local legislation require the Group's respective local subsidiaries to adapt operations to
ensure compliance with such changes. Failure to timely implement procedures that comply with new
rules may have a material adverse effect on the @tewusiness, financial condition, or results of
operations. While the Group takes comprehensive measures to comply with the legal framework and
specific local regulatory requirements of each jurisdiction, it remains possible that local courts,
requlatory 3Sy OAS& yR FAYFYOAFf &dzZISNIIA&2NE | dzi K2 NJ
regulator FINFSA, issue new regulations or interpretations or find the Group's services to be in violation
of local or EWnide legal requirements such as license requieets, maximum interest rate provisions,
transparency requirements or other regulatory requirements. For instance, there is no assurance that
the FINFSA would not in the future be of the view that or issue an interpretation to the effect that the

D N2 dzpd@edions2would be considered to require an authorisation or licence in Finland which the
Group does not currently hold. In such case, the Company or the Group would need either to apply for
such authorisation or license or to restructure the businessighananner that it is in compliance with

the new requirements. Adverse judgments based on such findings or new regulations or interpretations
could result in legal claims, administrative sanctions and reputational damage against the Group, need
for restruduring or new licensing of the Group or alterations to the business carried out by the Group.
Further, existing loan agreements might be held null and void by local courts. As a consequence, the
Group may be restricted in successfully offering its senirte&grtain jurisdictions or may be forced to
terminate its business in certain jurisdictions. This could have material adverse impacts on the financial
and market position of the Group.

In the past, the Group has adapted its business model and produstirafs in several countries as a
result of regulatory changes. Although the Group strives to adapt its business model and products to all
changes in the regulatory requirements in the various countries it operates in, future regulatory
changes may be toousdensome to comply with or may result in its business model in a particular
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jurisdiction becoming unprofitable. Such developments could have a material adverse impact on the
financial and market position of the Group.

3.2.12 Risk connected to changes in nationa | law in countries of business operations of the Group

Crucial legislative changes in a specific country shall effect the business operations of the Group
subsidiary. Such changes can include the introduction of extremely restrictive maximum interest rate
caps and prohibitive requirements on the conclusion of distance contracts, creating the obligation to
02y Ot dzRS +ff O2ya-trFENISRINBESWEIWE AzZNBTIAQYS dzLIRF G Ay 3| (K
and reorganizing business activities due to changeshé legal environment may have a material
I ROSNBES STFSOG 2y GKS DNRdAzZLIQA odzaAySdaax FAYFYyOAL

The Group has operations in the UK. On 23 June 2016, a referendum on the continued membership of
the UK in the Ewpean Union resulted in a majority for leaving the European Union. While the Group
operates under a local British license in theasid does not expect any material impact on its operating
business in the Ukhe exit of the UK from the European Union magder certain circumstances, still
require changes to the Group's business model in the UK or increased management attention

3.2.13 Risk of compliance procedure initiated by a Local Authority

The local authorities are entitled to screen and monitor the busénactivities of the Group in a specific
country. In case there are any suspicions on behalf of the local authority, the Group subsidiary is usually
required to provide additional information about its activities and procedures. It is possible for tHe loca
authority to suspend the business of the Group subsidiary for further clarification. Undergoing such
LIN2E OSRdzNBa YIe KFE@GS | YFGSNARFIET FROSNES STFSOU 2y
operations and prospects.

3.2.14 Reputation risk

The Grap is exposed to the risk of severe damage of its reputation based on unfavourable media
coverage or measures taken by consumer protection bodies. The Group has a strong commitment to
ethical standards as exhibited by leading the development ofrsglilaion (e.g. the Finnish Micro

Loan Association and similar organisations in other countries of operation). An inaccurate or unjustified
YyS3AIFGADPS LISNOSLIIA2Yy 2F GKS DNRdAzZLIQA O2N1IIR2 NI 4GS o0SKI ¢
adverse effectonK S DNR dzLJQa odzaAySaaz FAYFYOAFET adlkyRAYy3IT N

3.2.15 Competition risk

The Guarantor faces increasing competition in all countries of its operations. The Group remains
competitive due to its superior operational efficiency andefinned, constantly developing processes.

The highest risk of competition is experienced in mature markets where there is high saturation. In the
past, intensive competition has pushed prices downward in some markets, which, if competition further
intensifies, could erode the profit margins and the net income of the Group. The Group believes that
the consumer loan market may become even more competitive as the industry consolidates. Some of
the Group's competitors may have larger and more established cuestbase and substantially greater
financial, marketing and other resources than the Group has. As a result, the Group could lose market
share and its revenues could decline, thereby affecting the Group's ability to generate sufficient cash
flow to fund exmnsion of its operations and to service its indebtednéss. RSGSNA 2 NI GA2y 2F
LRAAGARZY Ay Ffft O2dzyiNASa 2F Aida 2LISNIGAz2ya YIle@ K
financial standing, results of operations and prospects.
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3.2.16 Risk relating to rapid growth and internalisation

Fast growth in microloan volumes in current countries of operation and the establishment of operations

in new market areas require egoing development of monitoring and control systems within the
Group. The Group implements high quality business and nmemagt processes and standards in new
countries of operations."Best practices are constantly being developed and implemented into
operative dayto-day business. Nonetheless, due to its level of growth and future global presence, the
Guarantor is exposedtcertain risks related to structuring and managing a global company. Diminished
operational standards at the Group level or failures to implement properly procedures in new countries
2F 2LISNYGA2Yy YIF& KIF@ZS I YI GSNA IHihandaR@BIiNG @sulB 8 F SO
operations and prospects.

3.2.17The Group's Maltese banking subsidiary and its German banking subsidiary may fail to
comply with all regulations it is subject to and such failures could materially impact its
operations and strateg .

The Group operates in several markets making use of Ferratum Bank plc's EU credit institution license
issued in September 2012 by the Malta Financial Services Authority, namely Slovakia, Poland, Estonia,
Latvia, Germany, Bulgaria, the Czech Repullicway, France, SwedgetCroatiaand Spain. This EU
banking licence is required or may be required to conduct business in a number of existing and
potential future markets. Ferratum Bank plc's banking license also provides the Group with the benefits
of inaeased levels of trustworthiness wsvis its customers, access to pertinent databases to further
enhance scoring models, and funding options linked to accepting deposits to support profit growth.
However, under Maltese law, the credit institution licermeay be revoked or restricted at any time by

the Malta Financial Services AuthorityMFSA) for a variety of reasons including, but not limited to,

the Group's norcompliance with existing or new regulatory requirements. Such a restriction or
revocation d the credit institution license would require the Group to comply with the existing or new
regulatory requirements of the MFSA or obtain a banking license from the relevant regulatory authority
of another EU Member State.

The MFSA will have to be inforehén case a new shareholder accumulates a shareholding of 5% or
more; whilst a new shareholder attaining a shareholding level of 10% or more will have to be approved
by the MFSA so that the Group's Maltese banking subsidiary remains in compliance witseMalt's

and regulations.

These factors could impair the Group's swift entry into new European markets and/or result in
operational delays that could have a material adverse effect on the Group's business, financial
condition, or results of operations.

3.2.18 Market risk

The Group takes on exposure to market risks, which is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market prices. Market risks arise from open
positions in interest rate and ctency products, all of which are exposed to general and specific market
movements and changes in the level of volatility of market rates or prices such as interest rates and
foreign exchange rates.

3.2.19 Interest rate risk

Changes to interest rates and parametef financial markets have affected and will continue to affect
the Group. Interest rates are highly sensitive to many factors, including international and domestic
SO2y2YAO IyR LRtAGAOIT O2yRAGAZ2Y AT I YR iogslrkK SNI T
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interest rates may result in increases to financial costs which may not always be covered by increases in
financial revenues from microloan agreements. In particular, the Group is exposed to the interest rate
risk resulting from microloan agreementbeing based on fixed costs of loaned money (including
floating charges based on interest rate) and external financing being partly based on floating interest
rates. Differences between fixed and floating financial charges create a risk of wider spetaggi
financial (microloan) revenues and financial (borrowed money) costs which, if negative for the Group,
may lead to losses on financial activity. Increased costs of borrowings have a material impact on the
cost base of the Group, the impact of whighdifficult to offset or partially transfer to customers
through increased service costs.

¢tKS NxasS 2F AyGaSNBaid NrdsSa vyle SELRA&S G(KS Ddz N

Group will be required to commit a greater proportion of its revesue pay interest expenses on its
floating-rate debt and on any new debt or other markeite security that the Group may issue. There
can be no assurance that the Group will not be affected by interest rate changes in the future which
may have a materiahdverse effect on its business, financial results, results of operations and
prospects.

3.2.20 Foreign exchange risk

¢KS DNRdzZLJQa odzaAySaa Aa 2LISNIGSR AYyOUSNYyF A2yl ¢
rates due to the collection of microloan instaents in various currencies. Fluctuations of exchange

NI iSa NS OFdzaSR o6& S@gSyia GKIFIG FINB o06Se2yR (K
fluctuations against the Euro currency (the functional currency of the Group) could have a material
adversesSTFSOU 2y (KS DNRdAzZLIQA o6dzaAySaas FAYIFyOALFf &

3.2.21 IT or external telecommunication infrastructure risks

byl

L¢e &aeaidsSvya IINB +y SaaSydAiAlft LINI Ay GKS 02y RdzQi

automation in different processes and controls. The Group has acquired industry leading IT
professionals for improvements to current systems, development of new systems, and the maintenance
2F SEA&GAY3 aéadsSvyaod ¢KS DNBodeelwhich pravidgs tokal cgnidl A y 3
and autonomy in conducting the ddg-day business. Due to the open nature of the Internet, all web
based services are inherently subject to risks such as online theft through inappropriate use of access
codes, user IDs, usernanfelN, passwords, virus attacks, hacking, unauthorised access, and fraudulent
transactionsThe Group has implemented the industry standard necessary security practices and
measures to mitigate each of these risks.

The online applications have two audit logs

1 Technical log: Contains all the necessary technical failure data and is stored in the application
server log file. The log can beleaned up.

T ¢NIyarOiAz2y FdzRAG €23y /2ydlAya 1ttt GKS GNIyal

including nformation allowing the identification of all operations performed by the customer in the
2YEAYS LIWIXEAOFGA2Y T GKS Odzali2YSNIRa dzyAljdzS ARSY

The online applications are tested against viglbwn attacks (XSS, SQL injecttmn).

A security audit covering all IT systems is performed by an independent third party specialist. Thus, a
malfunction in IT systems or a break in operations due to IT updates means potentially severe exposure
of the Group to IT risk. A deterioratichT G KS DNRdzLJQa L¢ a&dadasSvya FyR a
data against any cybér i G O1 Yl & KI @S | YFGSNRFIE | ROSNBS SF
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standing, results of operations and prospects. Additional hosting and-igadolutions lave been put
in place. Production systems have been transferred from AWS to COLT, which is one of the leading
banking systems hosting provider.

The Group relies on telecommunications, the internet, as well as mobile and online banking services
worldwide n order to conduct its operations and offer its services to customers. To access the Group's
online consumer loan portals, the Group's customers need to have an internet access or a mobile data
connection. Disruption of such or similar telecommunications énternet services in the respective
countries of operation due to equipment or infrastructure failures, strikes, piracy, terrorism, weather
related problems, or other events, could temporarily impair the Group's ability to supply its product
portfolio to its customers, which in turn could have a material adverse effect on the Group's business,
financial condition, or results of operations.

3.2.22 Risk relating to the EU Bank Recovery and Resolution Directive

The EU Bank Regery and Resolution Directivéhé "BRRD or "the directive"), which sets common

rules across the EU for dealing with failing banks and large investment firms, came into force on 1
January 2015. The BRRD lays out a comprehensive set of measures that ensure that both banks and
authorities male adequate preparation for crises, by empowering national authorities to intervene in
troubled institutions at a sufficiently early stage to address developing problems, and to take rapid and
effective action when bank failure cannot be avoided.

The direcive also establishes a bdil system. In Malta, baih was immediately applicable to junior

debt holders as from 1 January 2015 and applicable to senior debt holders as from 1 January 2016. The
purpose of the bailn system is to stabilise a failing bas& that its essential services can continue,
without the need for batout by public funds. The tool enables authorities to recapitalise a failing bank
through the writedown of liabilities and/or their conversion to equity so that the bank can contiraie a

a going concern, giving authorities time to reorganise the bank or wind down parts of its business in an
orderly manner. In the process, directors and senior management may be removed or replaced if those
persons are found unfit to perform their duties.

The application of the baih system requires the prior evaluation as to whether certain conditions are
met. In particular, the following presquisites would need to be satisfied:

(a) a determination by the competent authority or Resolution Authadttiigt a bank is failing or is likely
to fail;

(b) no reasonable prospect that any alternative private sector measures or supervisory action would
prevent the failure of the bank within a reasonable timeframe; and

(c) a bailin is necessary in the publidémest.

Bailin would apply to any liabilities of Ferratum Bank not backed by assets or collateral. It would not
apply to deposits protected by a deposit guarantee scheme, dieont inter-bank lending or claims of
clearing houses and payment and settlerhegstems with a remaining maturity of seven days, client
assets, or liabilities such as salaries, pensions, or taxes.
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After shares and other similar instruments, hailwill first, if necessary, impose losses evenly on
holders of subordinated debt and ém evenly on senior deHtolders. Deposits from SMEs and natural
persons, including those in excess of EUR100,000, will be preferred to senior creditors.

The tool has become applicable as of 1 January 2015 to all outstanding and newly issued debt of
Ferraum Bank. Accordingly, in the event that Ferratum Bank meets the trigger conditions for entry into
resolution, any portion of the Bonds, including both principal and accrued interest, that will not be
backed by collateral could become subject to a write dowr otherwise converted to equity as
determined by the Resolution Authority. The wrdewn of liabilities and/or their conversion to equity
gAfft 0SS 0Se2yR (KS -dod@nsodzdimNgsion Wodily follbhe thedrdinaky llogathoh (i S
of losses ad ranking in insolvency. Equity has to absorb losses in full before any debt claim is subject to
write-down or conversion. The determination by the Resolution Authority shall not constitute an event
of default and bondholders will not have any furtherioia in respect of any amount so written off,
converted to equity or otherwise applied to absorb losses. As a result, bondholders may lose all or part
of their investment.

¢KS GSNY wwSaztdziAzy ! dziK2NAGE QY Iministdeivé duthclitp R A y
appointed within the jurisdiction of Malta and empowered to apply the resolution tools and exercise

the resolution powers described in the BRRD. The resolution authority in Malta is the Malta Financial
Services Authority.

3.2.23 Human resources risk

The Group's activities depend on its employees.

9YLX 2888540 SELISNI (1y26ftSR3IS 2F AyiaSNyrt LINRBOS&aa
a critical factor in the efficiency of the Guarantor's business operations. The Guataké&s various

F LILINR F OKSa (2 YAGA3ILTGS GKS Nnal 2F t2aAiay3al GKAA
Group, including attractive compensation models, challenging jobs and international career options.
However, it cannot be ruled out thélhe Group may not be able to attract and retain suitable personnel

and thus may not be able to pursue its business operations as planned.

The Group is especially dependent on the expert knowledge of its CEO and majority shareholder Jorma
Jokela as well deey management members in IT, legal, operational, financial as well as risk and analysis
positions. If any of the key managers or other critical employees were to leave the Group or join a
competitor, the Group may be unable to attract and retain suitatdplacements. As a result, the
Group may be unable to pursue its business operations as planned and this may have a material
adverse effect on the Group's business, financial condition, or result of operations.

3.2.24 The Group may incur property, casualty or o ther losses not covered by insurance

The Group considers its insurance coverage to conform to market practice for companies in the mobile
consumer loan market. However, insurance fully covering political risks and many other risks relating to
the Group's lisiness is not generally available to the Group or to other companies in the industry. No
assurance can be given that any insurance policies will continue to be available, or that they will be
available at economically feasible premiums.

The actual lossesuffered by the Group may exceed the Group's insurance coverage and would be
subject to limitations and excesses, which could be material. The realization of one or more damaging
event for which the Group has no or insufficient insurance coverage mayahmaterial adverse effect

on the Group's business, financial condition, or results of operations.
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3.2.25 The nature of the Group's business as a provider of mobile consumer loans may be
misunderstood by customers, consumer protection organizations and other peop le, which
may have an adverse effect on our reputation.

The Group cannot rule out the possibility that consumers, consumer protection organizations, or
journalists misunderstand the nature or scope of the Group's products, which may result in reviews,
articles, or complaints regarding the Group, the Group's products, or the industry. Such legal claims and
negative publicity may have a material adverse effect on the Group's business, reputational standing,
financial condition, or results of operation.

3.2.26 A reduction in demand for the Group's products, and failure by the Group to develop
innovative and attractive products, could adversely affect the Group's business and results
of operations.

About a third of the Group's revenues are generated through its mohiieroloan product, while the
remainder is generated by the Group's more recently introduced products such the Creditahumhit
PLUS Loaproduds. The demand for a particular product the Group offers may be reduced due to a
variety of factors, such as refgtory restrictions that decrease customer access to particular products,
the availability of competing products, changes in customers' preferences or financial conditions.
Furthermore, any changes in economic factors that adversely affect consumer parbkhaviour and
employment could reduce the volume or type of loan products the Group provides and have an adverse
effect on the Group's revenues and result of operations. Should the Group fail to adapt to significant
changes in consumers' demand for, amwcess to, the microloan products, the Group's revenues could
decrease significantly and operations could be harmed. Each modification, new products and
alternative method of conducting business is subject to risk and uncertainty and requires significant
investment in time and capital, including additional marketing expenses, legal costs and other
incremental startup costs. Even if the Group does make changes to existing products or introduce new
products to meet customer demand, customers may resist oy negect such products.

A significant part of the Group's revenues stems from new customers as well as from new products
introduced in recent years to complement the Group's core microloan product such as its PLUS Loans,
its Credit Limit product and the sati business loans. Additionally, the Group's strategy is to continue to
evolve its product offerings to other bank products and to further establish itself as a mobile bank. If
the Group is not able to further diversify and expand its product portfolidf drfails to establish itself

as a mobile bank, expand its customer base or reach enough deposits volume from customers and
operate its planned common mobile bank application, this could have a material adverse effect on the
Group's business, financiebndition, or results of operations.

The Group's future growth may depend on its ability to foresee the direction of the commercial and
technological development of production processes and technologies in all of its key markets. Future
growth and the Grop's ability to reach its innovation targets will also depend upon the Group's ability

to successfully develop new and improved consumer loan products and services, using its existing or
new technological and servicing capabilities, and to successfullyeménke products in changing
economic environments.

There is no assurance that the Group will be successful in continuing to meet its customers' needs
through innovation or in developing new products and/or technologies, or that, if developed, any such

new products will be accepted by the Group's customers. The Group may not be able to recover
investments that it has made in order to develop these new products or processes, and may not have
sufficient resources to keep pace with technological developmerits. failure of the Group to keep
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pace with the evolving technological innovations in its markets and adequately predict customer
preferences could have a material adverse effect on the Group's business, product portfolio, financial
condition, or results obperations.

3.2.27 The Group is subject to accounting and management risk.

Preparation of the Group's financial statements requires the Group's management to make estimates,
assumptions, and forecasts regarding the future. These estimates, assumptions, acesfermay be
inaccurate and are inherently subject to uncertainties. Future developments may deviate significantly
from the assumptions made if changes occur in the business environment and/or business operations.
Furthermore, the Group's management is udegd to use its judgement in the application of the
accounting principles in the preparation of the financial statements. Group companies and subsidiaries
vary by their size and they are located in different parts of the world. The nature of the Grdoipéd g
operations involves arrangements that often require the judgement of the Group's management in the
application of accounting policies. Inadvertent errors in accounting and/or management decisions could
have a material adverse effect on the Group'siness, financial condition, or results of operations.

3.2.28 The Group is subject to a diverse set of tax regimes in the jurisdictions it operates in and

changes in such tax regimes could materially impact its business, financial condition, or
results of opera tions.

The Group operates in 23 different countries with diverse sets of tax regimes and operates its banking
subsidiary in Malta subject to Maltese tax law. Corporate income tax, value added tax or sales taxes and
other taxes levied upon on the Group'sdiness are subject to change and can be increased, changed
or completely restructured at any time. While the Group monitors tax changes consistently and is from
time to time subject to tax audits, the Group has not faced any significant tax challengesdisputes

with tax authorities in the past three years. Changes to local tax regimes or challenges to the current tax
structures of the Group's business could have a material adverse effect on the Group's business,
financial condition, or results of opations.

3.2.29 Certain tax positions taken by the Group requires the judgment of management and could

3.3

3.3.1

turn to be inefficient or challenged by tax authorities.

The Group's main tax risks are related to changes to or possible erroneous interpretations of tax
legislation. Such changes or erroneous interpretations could lead to tax increases or other financial
losses. Realization of such risks might have a material adverse effect on the Group's business, financial
condition, or results of operations.

It is posdile that the Group has made interpretations on the tax provisions that differ from those of the
tax authorities in the various countries in which the Group operates, and that as a result, the tax
authorities will impose taxes, tax rate increases, admiatste penalties, or other consequences on the
Group's companies. This could have a material adverse effect on the Group's business, financial
condition, or results of operations.

Risks relating to the Bonds
An investment in the Bonds involves certain risiduding, but not limited to, those described below:

Bonds may not be a suitable investment for all investors

Each potential investor in Bonds must determine the suitability of that investment in light of their own
circumstances. In particular, each patial investor should:
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3.3.2

3.3.3

3.34

o

have sufficient knowledge and experience to make a meaningful evaluation of the Bonds,
the merits and risks of investing in the Bonds as set out in this Base Prospectus;

b. have access to, and knowledge of, appropriate analytmalstto evaluate, in the context of
its particular financial situation and the investment(s) it is considering, an investment in the
Bonds and the impact the Bonds will have on its overall investment portfolio;

c. have sufficient financial resources and lidjty to bear all of the risks of an investment in
the Bonds, including cases in which the currency for principal or interest payments is
different from the potential investor's currency;

d. understand thoroughly the terms of the Bonds and the content &f Base Prospectus; and

e. be able to evaluate, either alone or with the help of a financial adviser, possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability to
bear the applicable risks.

Liquidity ris k

There is currently no market for the Securities and, notwithstanding that the Securities shall be
admitted to trading at the EWSMhe Stockholm Stock Exchanged the Frankfurt Stock Exchange,
there can be no assurance that any secondary market forStheurities will develop or, if a secondary
market does develop, that it will provide investors with liquidity of investment or that it will continue
for the life of the Securities. Consequently, an Investor must be prepared to hold such Securities for an
indefinite period of time. Even if a secondary market for the Securities does develop, it is not possible
to predict the prices at which the Securities will trade in such secondary market. Such prices may not
accurately reflect the theoretical value of ti8ecurities.

The Issuer is under no obligation to make a market in the Securities. Therefore, investors may not be
able to sell their Securities easily or at prices that will provide them with a yield comparable to similar
investments that have a developescondary market. No assurance is given that the Securities shall
remain listed indefinitely. A lack of liquidity in the secondary market for the Securities may have a
severely adverse effect on the market value of Securities and may result in invégtbesng unable to

sell their Securities on the secondary market, or (ii) receiving less than the initial price paid for the
Securities. The liquidity of such Securities may also be affected by restrictions on offers and sales of
such Securities in somerjsdictions.

Interest rate risk

The Bonds have #Hoating interest rate. Accordingly, investment in the Bonds involves the risk that
market interest changes

Risk of early redemption of bonds

The Bonds may be redeemed at the option of the Issuewfiale, but not in part) at a certain pric@s
defined in the Terms and Conditions) plus accrued interest to the date fixed for redemption, (i) for
reasons of taxation, as more fully described in the Terms and Conditions andigt any time at the
makewhole price (as set out in the Terms and Conditions) and after 21 months from the Issue Date at a
fixed price above the nominal amount ofehbonds (staggered based on how many months have
passed since the Issue Dat#) the event that the Issuer exercisetbption to redeem the Bonds, the
Bondholders might suffer a lower than expected yield and might not be able to reinvest the funds on
the same terms.
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3.3.5

3.3.6

3.3.7

3.3.8

3.3.9

Changes in laws and regulations

The Bonds are based on the requirements of the Listing Rules of thegl4atthority, the Companies

Act, Commission Regulation EC No. 809/2004 of 29 April 2004 implementing Directive 2003/71/EC of
the European Parliament and of the Council, and Commission Regulation (EU) 2016/301 of 30
November 2015 supplementing Directive 200BEC and amending Commission Regulation (EC) No
809/2014, in effect as at the date of this Base Prospectus. No assurance can be given as to the impact of
any possible judicial decision or change in Maltese law or administrative practice after the dhege of

Base Prospectus.

Creditworthiness of the Guarantor

If, because of the materialisation of any of the risks regarding the Group, the likelihood that the
Guarantor will be in a position to fully perform all obligations under the Bonds when they fall due
decreases, the market value of the Bonds will suffer. In addition, even if the likelihood that the
Guarantor will be in a position to fully perform all obligations under the Bonds when they fall due
actually has not decreased, market participants couldentheless have a different perception. In
addition, the market participants’ estimation of the creditworthiness of corporate debtors in general or
debtors operating in the same business as the Group could adversely change.

Further, a downgrade of the Guantor's rating may irrespective of the actual creditworthiness of the
Issuerc lead to a decrease of the exchange price of the Bonds.

If any of these risks occur, third parties would only be willing to purchase Bonds for a lower price than
before the materialisation of said risk. Under these circumstances, the market value of the Bonds will
decrease.

Exchange Rate Risk

An investor in the Bonds will bear the risk of any fluctuations in exchange rates between the currency of
the denomination ofthe Bonds 1 KS 9 dzZNP We QU0 YR (GKS Ay @Sadz2NRna (
Changes in Circumstances

No prediction can be made about the effect which any takeover or merger activity involving the Issuer,
will have on the market price of the Bonds prevailimg time to time. If such changes take place they
could have an adverse effect on the market price for the Bonds.

Further Bond issues

b2 LINBRAOGAZ2Y OFy 6S YIRS 062dzi GKS ST¥Séand 6KAC

Guarantor's securi@swill have on the market price of the Bonds prevailing from time to time

3.3.10 Credit Rating

The Issuer has not sought, nor does it intend to seek, the credit rating of an independent rating agency
and there has been no assessment by any independent rating agency of the Bonds.

3.3.11 Market price risk

The development of market prices of the Bonds dege on various factors, such as the policies of
central banks, overall economic developments, inflation rates or the lack of or excess demand for the
Bonds. The Bondholders are therefore exposed to the risk of an unfavourable development of market
prices d their Bonds, which would materialise if the Bondholders sell the Bonds prior to the final
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maturity. If a Bondholder decides to hold the Bonds until final maturity, the Bonds will be redeemed at
the Redemption price.

3.3.12 Taxation

3.4

Potential investors shoulde aware that they may be required to pay stamp duty or other documentary
taxes or charges in accordance with the laws and practices of the country where the Securities are
acquired or transferred.

Investors will not receive grossegh amounts to compenga for any withholding or other tax or duties
suffered.

lye OKFy3aS Ay G(GKS LaadzSND&a o6l a | LIINBLNAREGSO GIFE
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objective for the Securities or alter the peistx returns to investors. If, on the occasion of a payment

due in respect of the Securities, the Issuer would be required by law to withhold or account for tax or
would suffer tax in respect dfs income so that it would be unable to make payment of the full amount

due, the Issuer will use all reasonable endeavours to arrange the substitution of a company
incorporated in another jurisdiction as the principal obligor or to change its residenceafation

purposes or, to the extent permitted by law, change its domicile to another jurisdiction.

Investors should be aware that tax regulations and their application by the relevant taxation authorities
are subject to change, possibly with retrospeetieffect, and that this could negatively affect the value

of the Securities. Any such change may cause the tax treatment of the Securities to change from the tax
position at the time of purchase. It is not possible to predict the precise tax treatmerahwiill apply

at any given time and changes in tax law may give the Issuer the right to amend the Terms & Conditions
of the Securities, or redeem the Securities.

The US Foreign Account Tax Compliance Act, 2ZEEICA) is particularly complex and its dpgation

as regards the Issuer is uncertain at this time. Investors should consult their own tax advisers to obtain
a more detailed explanation of FATCA and to learn how this legislation might affect each Investor in his
or her particular circumstance, ihging how FATCA may apply to payments received under the
Securities.

Forward looking

ThisBase Prospectusontains various "forwardboking statements" that reflect management's current
view with respect to future events and anticipated financial anaragional performance. Forward
looking statements as a general matter are all statements other than statements as to historical fact or

present facts or circumstances. The words "aim", "anticipate", "assume", "believe", "continue", "could",
"eStimate“ n "nooan

, "eypect”, "forecast”, "guidance”, "intend", "may", "plan”, "potential”, "predict" "projected",
"risk", "should", "will" and similar expressions or the negatives of these expressions are intended to
identify forwardlooking statements. Other forwarlboking satements can be identified in the context

in which the statements are made. Forwdmbking statements occur in a number of places in this

document.

Althoughthe Issuerbelieves that the expectations reflected in such forwalobking statements are
reasondle, it can provide no assurances that such expectations will prove to be cpaedtsuch
statements are not guarantees of future performance because they are based on numerous
assumptions. Any forwarbboking statemens speak only as of the date on whidt is made andhe
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Issuerundertakes no obligation to publicly update or revise any forwdoiking statements, whether
as a result of new information, future events or otherwise, unless as required by law or regulation.
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General description of the programme

'y R S NBO{DBD0@0 Bend Issuance Programme, the Issuer may issue Bonds from time thame.
maximum aggregate principal amount of thgondsfrom time to time outstanding under the

The Bondsmay be issued on a continuing basis and may be distributed by way of public or private
placements. The method of distribution of each Tranche will be stated in the applicable Final Terms.

Subject to the restrictions and conilibs set out in this Base Prospectus, the categories of potential
investors to which the Securities are intended to be offerediastitutional investors A percentage

of any Tranche may be reserved for specific institutional investors, details of wiiathbe included

in the Final Terms.

Bondswill be issued in Tranches, each Tranche comeish seriesof Bondswhich are identical in all
respects except for issue dates, interest commencement dates and/or issue prices. One or more
Tranches, which arexpressed to be consolidated and forming a single Series and identical in all
respects, except for issue dates, interest commencement dates and/or issue, pnigg$orm a Series

of Bonds FurtherBondsmay be issued as part of an existing Series. Thefgperms governing each
Tranche will be set forth in the applicable Final Terms.

The Issuer shall notify potential investorsf publication of the Final Terms by means of electronic
publication on the website of th&isting Authority(www.mfsa.com.my}, or, in addition, and at the
option of the Issuer, on the website of the Issuer (wiesratumbankcom). Any notice so given will
be deemed to have been validly given on the date of such publicaBondswill be issued in such
denominations as may be deteined by the Issuer and as indicated in the applicable Final Terms.

Bondswill be issued bearing a fixed rate of interest throughout the entire term ofBbadsand will
be payable on that basis (as specified in the applicable Final T@orgJsmay be $sued at an Issue
Price which is at par or at a discount to, or a premium over, par.

¢KS L&aadzSNDa Ltk resPettiiobdthatie prifidipél Ardoynd and the interest dishall

be guaranteed by the Guarantander an unsubordinated corporate Gaatee. Application will be
made for each Series of th@ondsto be admitted to trading on theeWSM a regulated market
supervised by thdisting Authority. TheBondsshall be issued in terms of applicable Maltese law,
including the Companies Act, Cap 386 of the laws of Malta.
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5.1

Information on the Issuer and the Guarantor

Histor ical development of the Issuer

Full legal and commercial name of the Issuer: Ferratum Bankp.l.c.

Registration Address: Tagliaferro Business Centre
Level 6 14High Street,
Sliema SLM 1551

Place of Registration and domicile: Malta

Registration Number: C 56251

Date of incorporation: 9 May 2012

Legal form: The Issuer is lawfully existing arégistered as
a PublicLimited Companyin terms of the Act

Telephone number: +356 2092 7700

Fax number: +356 2092 7710

E-mail address: info@ferratumbank.com

Website: www.ferratumbank.com

FerratumBankp.l.c, the Issuera subsidiary othe Guarantorwas incorporated on 9 May 2012 and
was grantel a credit institution licencéy the Malta Financial Services Authority in September 2012
In January2014, the Issuerobtained an extension to théanking licence allowing it to be able to
undertake guaranteg and commitments.

¢CKS LaadzSNRa LINARYOALIf FOGA@GAGE O2YLNddaotheér GKS
consumer and businssorientated financial productdistributed through a mobile phone platform

and through the internet. The attainment of igcredit institution licence enabled the Group to start
offering microloanservices in certain EU Member States, by providing drosder services directly in

those Member StatesFerratum Bank igurrently providing services iRoland, Slovakia, Estonia
Latvia,the Czech RepubliGermanyBulgaria Sweden Norway, France Spain and Croatia

As from the fourth quarter of 201%he Issueralso commenced offering deposit products, which
primarily consist of savings and time deposits, to its customegwieden. In the course of 2016 these
products were also made available to its customers in Norway and Germany.
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5.2

Histor ical development of the Guarantor

Full legal and commercial name of the Issuer: FerratumOyj

Registration Address: Ratamestarinkatu 11A,
00520 Helsinki

Place of Registration and domicile: Finland

Number in the pertinent trade register: 19509691

Date of incorporation: 8 March 2005

Legal form: The Guarantor is lawfully existing and
registered asa Finnish public limited liability
company

Telephone number: +358 20 741 1611

Fax number: +358207411612

E-mail address: clemens.kraus@ferratum.com

Website: www.ferratumgroup.com

The Guarantor isan international provider of unsecured mobile consumer loans and small business
loans headquartered in Helsinki, Finland. TBearantor is the parent company of theroup The
Guarantorwas originally incorporated in 2005 as a private limited liability gany under Finnish law
and wadater converted to a Finnish public limited liability company.

TheGuarantor initially focused the Group's business on Finland, Sweden, and the Baltic countries. In
2007 and 2008he Groupexpanded into Central and Easternr&pe as well as certain Western
countries where entry in the microlending market was possible without a banking license. Irtf2911
Group decided to expand internationally and enter the markets in New Zealand and Australia as well
in 2012 in Russia. Wit the banking license being granted tioe Issuerin 2012 and the start of
operations of such bank in 2018 Group could furtheexpard into EUcountries where a banking
license is required for consumer lending activities.

At the beginning of 2018he Groupsuccessfully completed an initial public offering and listing of the
shares of the Guarantor on the regulatory market (Prime Standard) of the Frankfurt Stock Exchange
and used the proceeds from the offering to further expand the business and eatead@, France,
Norway and Mexico as well as diversify the product portfolio to small business loans.

Ferratum Oyj has guaranteed several bonds issued bgultsidiaries including bond issaancesby

Ferratum Capital Poland S.A. in Poland between 2011284d, bond issuansdy Ferratum Capital
Germany GmbH in 43 and 2016 in Germany and bond issuanzes (G KS L a & dzSNJ dzy RSN
2015 bond programme.

Base Prospectus of Ferratum Bank p.129|




6

6.1

6.2

6.2.1

6.2.2

Business overview

Overview

Since its inception, the Group has grown rapidly and has expanded its operati@3sctmntriesin
Europe, Asi@acific and North America.sfof 30 September2016, the Grouphad 1.5 million active
customers and former customers who have been granted one or more loans in the paéRanilion

total user accounts in its databadés business is designed for easy and transparent loans to consumers
and small businesses and can beemsed through the internet or mobile devices with loan approval
within minutes after a multitude of financial background checks and profiling.

¢KS DNRdzLJU&A Fyydzrf NBEGSydzSa Ay wnamp FY2dzyiSR (3
€ mcndilipn with a preli F E LINR FA G 2 F -tak prefitmargin off 1f1.298).y TheodhipNIS
categorizes its business into two geographical regions, West (including New Zealand, Australia and
I'FYyFRIO 6AGK eccdd YATEAZ2Y Ay NBAXKY ded nAdim  HYIAM pi Al-2
in 2015.
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The Group'seventes in thefirst nine months2 ¥ Hnamc | YEDRBMIliSrRdzLD 2 T RB2Y €
million in the firstnine monthsof 2015), andts2 LISNJ (G Ay 3 LIMRFAfit Ai2\i 1A AzZI9RT M|
million in the firstnine monthsof 2015) with a predi I E  LINBSYA fi f 2 2 y e9dnidllidn A B Y €
first nine monthsof 2015). As of 30 Septembe?016 the Grouphad cash and cash equivalents of
€718YAf ft A2y IyR f2Iya I BsRemillideNadBayiding dliBtGefahc® shoet dhidi 2 T
employed596 employees.

The Group's Strategy

The Group's strategy is fundamentally based on the aim to focus on organic growth, further geographic
expansion, product portfolio expansion and the Group's vision to establish a leading mobile bank.

Further growth through geographical expansion.

The Group has rapidly expanded its business to 23 countries since it started operating in 2005. Most
recently, the Group expanded to France, Norway, Canada and Mexico. The Groufgsrmgbal is to
expand its operabns to a total of 30 countries. This expansion strategy, which is at the cdtes of
Group'sbusiness strategy, involves a diversification of its geographic presence by expanding to further
countries in Europe and internationally. The Group believes trking license of the Issuer granted in
Malta in 2012will help the Group to expand to further European countries and become a leading
mobile bank.

Expansion and diversification of the Group's product portfolio as well as the geographic
rollout of the Gro up's existing products in most or all of the countries where  the Group
operate s.

A third of the Group's revenues are generated through mobile microloans with a principal amount per
Odza i2YSNJ 2F 0St2¢6 emInnn 6AGK & LastGeveral years, ha 0 S
Group started to diversify its product portfolio by introducing a Credit Limit product, a PLUS Loan
product, Ferratum P2Rind Ferratum Business. All these products are only available in select countries
at the moment, Credit Limit iavailable innine countries, PLUS Loans are available in 11 countries,
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6.2.3

6.2.4

6.2.5

Ferratum Business is available in five countries &edratum P2FPhas only been launched iane
country. The Groupaims to further roll out its existing products to countries wheiie hasoperations,
thus significantly further diversifyinits revenue sources.

Provision of banking services as a mobile bank

Initially, the Group principally vieweditself as a provider of mobile microloans. In 201de Group
expandedits strategic focusand established vision to growinto a leading mobile bank. The Group's
mobile banking application has been launched in Swedéorway and GermanyThis new multi
banking application is planned to eventually offer all the same functions and products offered in all the
countriesthe Groupoperate in with only slight regional variations.

As part ofthe Group'sstrategy to become a leading mobile bartke Groupadded deposit taking
services forits customers in Germany in 2016. Deposit taking in Germany and in the future other
countries in the European Union will allalhe Groupto further growits business at favourable interest
rates.

Through the ew banking applicationthe Groupalso ains to provide new products in addition tis
current product portfolio. For instancéhe Groupaims to offer its mobile banking servicess part of
Ferratum Business and offearrent accounts andeposit productsalso to businesses. Furthermore the
Group intends to offer third party services and products accessible oiternew muti-banking
application which the Groutargetsto introduceto jurisdictions in whicthe Groupoperatesin.

Further refining the Group's financ ing strategy based on a two spheres structure

In 2015,the Groupintroduced a new financing strategy, dividing the Grintp two spheres. In sphere
one, the Grouppooled all opetions in countries in which the Growgperates with the Issuer's adit
institution license Slovakia, Poland, Estonia, Latvia, Germany, Bulgaria, the Czech Republic, Norway,

France, Swederroatia and Spain. This first sphere is currently principally financetheia H 1 YA f f A 7

bond issued induly2015 bythe Issuerunderthe € o n Y Wdltdsd delyf programme. Furthermore,
the Groupaims to further fund the first sphere witthe deposits whiclit is currentlytaking in Sweden,
Norway andGermany. Deposit products shall be offered in other countries as well as foéue onobile
bank strategy. These deposghall providethe principle source of financing féhe Group'soperations
in the first sphere. The proceeds fronthe issue of Bonds under thisdgramme shall be used to
NBFAY I yOS K 8issaedimlly22a16 adiaBo/to finaghge further growttm the first sphere.

In sphere two, the Groupools all operations in countries where doesnot usethe Issuer's€U credit
license,i.e. all operations outside of the European Economic Afidaw Zealand, Austla, Russia,
Canada and Mexig¢@nd in certainEuropean jurisdictions where the Grogprrently deesnot operate
under the Issuer'sbanking credit licensgDenmark, Finland, the Netherlands, the UK, Lithuania,
Romania)The Grougs considering shiftingome of the jurisdictions for sphere two to sphere one over
time. In April 2018he Groupexpandeditsb 2 NRSI ONBRAG tAYyS FNBY ewmp
principally used to finance growth in sphere two.

Implementation of the 2016 Growth Accelerati on Program

The Group has set up a Growth Acceleration Program. The program includes changes in the
organization which is now oriented towards products, instead of regions. In addition, the number of the
directors team members has been reduced. The Group wants totheseexisting capacities more
efficiently than before. An additional aspect of the program is to discontinue products which are not
profitable; the Group has thus decided to suspend FerBuy. Furthermore, the Group decided to repeal
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6.3

the intended takeover of EB FirmerCredit Bank GmbH. The IT strategy has also undergone
adjustments in order to achieve a more efficient IT architecture and systems.

Overview of the Process Credit Scoring, Delivery and Collection of Loans

6.3.1 Overview

The following provides an overvieof the total customer's view of the process from the first loan

application to loan repayment:

@ (5] 0

Loan Check Decision Approval Payment Repayment
application Customers Instant loan Loan approval by Loan payout Invoice via post,
From 50to 2.000€ CreditandID decision® customer by Ferratum loan and handling
for 15 to 450’days by Ferratum and  (online, mobile) (online, mobile) Invoice via mail fee payment by
via external Contract is set customer on
databases due date
P | VN V|
| I I |
\ J
Customer Y
Target: 15 minutes** Period of loan — up to 15 months

* A large number of loans is not approved and the process is stopped after such credit decision; ** Subject to local characteristics

6.3.2 ldentification and credit scoring

The following provides an overview of the steps from digital identification of the customéhneto

Group'scredit decision

Digital Identification based on hard  Effective check of the customer by Credit decision within seconds
facts as name and date of birth means of: +  Lessthan 0,1% fraud cases -
External data bases with professional frauds even 0,0%

information on credit-worthiness
Tested and dedicated internal
Scoring

FICO-Tools

Self-learning software: Increasing
approvals while decreasing

charge-offs

The Group'spproach to identification and credit scoring balances the evaluation of credit riskifsom
perspective with market acceptability from the customer's perspectiVbe Group'sidentification
process is primarily based on (i) mobile tectogyl, (i) online banking, and (iii) fateface ID
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verification. The identification process required in some countries can result in an initial delay of several
days to receive a loan as the identity check process is completed.

To supportthe Group'scredt scoring system, i.e., the process of assessing the creditwahiof a
potential customer, the Group founded itsvn dedicated technology company, Personal Big Data Oy,
for the purposes of further researching and developthg Group'scredit scoringtechnology.The
internal credit scoring model ranks potential and existing customers based on their respective credit
risk. The IT software for credit scorecard building and customer evaluation, Model Builder 7.1, was
purchased from FICO Company (USA)lobad leader of scoring software. As from 20ide Group
startedtousehed 2 Tl g NB O2YLI ye T KIGYaE ad2NrRy3dI Sy3airysS ¥

Scoring and credit policies are centrally steeredthy Group'srisk team.The Goup measure and
monitors the performance of each credit portfolio's actual risk key performance indictors on different
aggregation levels at daily, weekly, and monthly cydlégrisk team considers the following principles
as part ofthe Group'soperations:

1 Credit risk is manageahd controlled on the basis of established credit processes, and within the
framework of a clearly established Group credit policy.

1 Credit decisions are based on the ethical principles set by the central risk team, the business
credit policy, as well ashe scoring. Every loan dispersal requires a specific individualized
decision. To assess a potential customer's creditworthiness, the credit score is calculated for each
new application received. An application scorecard is used to assess new customeas and
behaviour scorecard is used to assess repeated customers. Based on this credit score, customers
are grouped into risk classes that ultimately affect the credit decision.

1 Individualized credit decisions are also combined with an assessment and estinoataredit
losses at the Group's global level.

1 Credit scoring and monitoring systems are in place to accommodate the early identification and
management of deterioration in loan quality, once loans have been provided to customers.

The access to thirgarty banking scoring databases allow#te Groupto increaseits scoring and
analytic irhouse software as availability of relevant parameters increased drastically in recent times
from about 400 to 10,000.

For consumer loanshe Groupoperates with a relatively high rejection rate fdoan applications (more
than 7%%in the first nine months of 2006 The reasons for the relatively high rejection rate are scoring
and optimized risk guidelines in order to minimize the rate of loans that custerm@nnot pay back.
Minimizing this secalled "credit loss rate" allowthe Groupto optimize the process of further building
up its customer base, as it is not only important to redube Group'soperating expenses, of which
credit losses are a large parh, but also to retain repeat customers. This can only be achievba if
Groupreject applications that indicate a high chance of eventoah default. In some instances, the
Group also initially deniea loan application for a certain amount of mondyt approve a loan
application for the same customer for a lower amoufthe following graph illustrates the net
receivables and the number of new customers reported on a quarterly basis between the first quarter
of 2015 and the third quarter of 2016:
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I MNetReceivables (EURmM) Mo. new customers [thousands)

Credit scoring models allowthe Groupto create a customer default and risk profile for every single
customer any time they request a loan. In order to strengthen credit scorecdu@$roup uses itsewn
customer database, collection companies' databasesl access to public databases, national credit
losses registers, statistics databases, and public tax databases if available.

To mitigate credit risks, the Growghso use the following methods:

1 Tightening.Credit risk is mitigated by reducing the amount of credit extended, either in total or
to certain customers, and by reducing maturity periods, e.g., from 45 days to 30 days.

91 Diversification. If the Groupfaces a high degree of unsystematic credit riskated to certain
customer groups (concentration risk), credit risks can be mitigated by diversifying the customer
pools.

The Groupalculatesreserve requirements foits overallaccounting purposes centrally and supoitis
subsidiaries in calculating their local reserve requirements. These are calculated based on certain
models, which measure the probability of delinquency based on payment behaviour and calculate the
required risk provisions for impairment of loan receivabl(reserves) accordingly. The need for a
provision based on the reserve model may be adjusted, by taking into account the market value of
impaired receivables, i.e. expected or recent sales prices for overdue loans.

Delivery

The Grougelivers consumer dans toits customers through a variety of distribution channels, primarily
via bank account money transfer within minutes of loan approitabperates more than 180 bank
accounts with a large number of banks and distributed capital among these accduntggh an
automated algorithm. While this is costly and accounts for approximatél§oetof sales, this allovike
Groupto pay out loans in a very short period of time. For existing customers, the mobile channel is the
main distribution channel, whereby nsumer loan amounts are paid directly into the customer's bank
account. The specific distribution channels employed depend on the regulatory, operational, and
logistical characteristics of each country of operations. In the majority of cases, custoneaesidy

see the money which was applied for on the customer's bank account within minutes, except for some
cases when it the money appears on the account on the next banking day.
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6.4

6.4.1

Collection and disposal

Collection processes vary by country depending ocall legislation, customer database size, and
payment culture.The Groupprimarily conducs collection ourselves by employing a series of text
messages, letters, and phone calls to encourage customer payment. The collection method, number of
communicationattempts and frequency are countgpecific. When economically feasibtbe Group

also cooperate with external debt collection partners and outsourced collection services. External
collection practices also differ across markets, e.g., external collectiay start as early as one day
after maturity, but usually starts later on up to sixty days after maturitgpending on the countrthe
Groupisalso performing collection internally or later than sixty days after maturity. Impaired loans may
also be st to third parties. These process decisions are based on abeosfit analysis and are
country-specific. Collection practices include default risks that some customers may not repay their
loans. The key indicator of this risk is the credit loss ratipressed as a percentage of credit losses to
gross receivables.

Products

The following graph provides an overview of the Group's product portfolio as of 30 September 2016:

6.3% 0.5%
W Microloan

PLUS Loan

Credit Limit

49.9% 23.5%
W Ferratum

Business
Other

Microloans

Shortil SNIY YAONRE 2Fya gAGK | y2YihgGréup'@Bdrepdzduct 8ieét 2 6 ¢
started operations in 2005 and contributed 52%th@ Group'srevenues in the financial year 201I5.

the last nine months ended 30 September 2016, microloans contributed 35.8% to the Group's revenues
(compared to 55.4% in ¢hnine months ended 30 September 2015).

The GroupOdzNNBy (it &8 2FFSNI YAONERT 2 I¢¥,G00 witly maiufySperddsyoB S 2
typically 90 days, depending on the loan amount and the regulatory framework of the customer's
O2dzyiNE® LY wnmpI GKS I @SNI IS dl@ah yatukitypritny vias 202 G | €
days. The microloans are unsecured, but unitier Group'sguarantee model may be guaranteed.

The microloan business model is based on mobile phone technology and electronic bank account
debiting, whereby customers are able ¢dtain microloans in most cases within minutes through the
use ofthe Group'smobile phone application. The markets in whitte Groupoperates inare highly
diverse in terms of operational and financial circumstances, regulatory requirements, paymemesult

and credit risks. This broad spectrum of courdpecific operational, financial, and legal circumstances
necessitates the use of customized microloan interest rates, fee structures, and terms and conditions of
the microloans depending on each respiee market's unique features, advantages, challenges, and
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6.4.2

6.4.3

6.4.4

risks. Accordingly the specific provisions for customer default, loan modification, technical repayment
processes, and additional customer obligations differ from country to country.

In a few coutries that the Groupoperates in, the customers are required to provide an additional
security¢ a guarantee. They can do so by choosing a personal guarantor, for instance another individual
who guarantees the performance of the debtor's obligations unither loan agreement. Alternatively,

the customers can choose to use a guarantee service provided by an external guarantor. At the moment
the guarantee model is only in use for the microloans. However, due to higher amounts of loans in
Credit Limit productthe Group alsaconsides demandng additional security from customers for this
product in certain markets.

Credit Limit

In June 2013%he Grouplaunchedits Credit Limit product in FinlandThe Groupcurrently offerits Credit

Limit product innine countries, Finland, Denmark, Sweden, Estonia, Latvia, PdlamdCzech Republic
Spain andNorway and have seen strong growth revenues from this product. The Credit Limit product
contributed 36% tathe Group'srevenues as of 31 December 2015.the last nine moths ended 30
September 2016, Credit Limit contributed 42.5% to the Group's revenues (compared to 34% in the nine
months ended 30 September 2015).

In 2015 the average revenue per customer per annum foe Group'sCredit Limit product was

I LILINR E A %0. & &ddiglimie works like a flexible revolving overdraft facility by wiiehGroup's
customers can withdraw money within a certain lithiibits offered to customers range upwo Z nnn o
over a one month's period. Customer can flexibly choose whichuatnto pay back at the end of each
month. Customers can flexibly choose the end of a month, which does not necessarily have to be a
calendar month.

PLUS Loans

PLUS Loans were introduced several years ago to compldime@roup'score microloan business to

offer certain customers a more flexible loan product outside tyygcal range of microloans. THLUS

[ 21y LINRRdzOGA | NB 2FTFSNBR ¢5000) With MEgSrNdatliriyy edgds & 6
(typically 236 months). Plus Loans contributed 12%ke Group'srevenues in the financial year 2015.

In the last nine months ended 30 September 2016, PLUS Loans contributed 19.1% to the Group's
revenues (compared to 18% in the nine months ended 30 September 2015).

In 2015, the average revenue per customer per annum fboe Group'sPlus Loan product was
I LILINREAYFGSt& entp FYR GKS FT@SNI3IS €2y Y {dzNR
repayment plans, whictufther distinguish them fronthe Group'draditional microloan product.

PLUS Loans are offered only to select customer groups, who must apply separately using a simple online
application. The PLUS Loans are currently in development, testing, aralirghases in several key
markets.

Ferratum P2P

Ferratum P2P wasintroduced in 2016 and is the latest addition to the products that the Group sffer
Ferratum P2P offers investments in credit portfolios and acts as sole underwriter and daneli
portfolios on its platform. This enables investors to participate in a particular portfolio instead of a
single credit whiclallows for risk diversificatian
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6.4.5

6.4.6

6.5

6.5.1

Ferratum handles all payments and collects overdue payments. In addition, Ferratum guarantees to buy
bad payments that are 60 days past due. Thus, the system setyuieally around35% of outstanding

loans for investors. The investor's return depends on the performance of the particular powtfoilt

such investois invested in. Currentlynvestors ca participate in Czech consumer loabsit is planned

to be expandednto other countries during 2017The minimum investment amount &5. The loans
provided on the platform usually range in betweapproximatelye400 ande m X mvithsa payment

term of 6to 12 months.

Small Business Loans (Ferratum Business)

In 2015, the Group introduced Ferratum Business in Finland and Sweden and then further expanded it
to Lithuania. In February 2016, it was also launched in Denmark and in May 2016 in the Nethérlands.
the last nine months ended 30 September 2016, Ferratum Business contributed 2.3% to the Group's
revenues (compared to 0.1% in the nine months ended 30 September 2015).

Ferratum Business offers established small businesses with a strong track record of at least two years
loans to finance working capital with a term of six to twelve months. E.g. in Finland these loans can be
applied in the amount of EUR000 to EUR.00,000 by means of a simple and short application process,
which usually only takes minutes to complete.

Deposit taking
The Issuerapplied fora credit institution license in 2011 and was granted an EU Credit Institution

license in September 2012 by the MaRaancial Services Authority.

The Issuer'scredit license allow it to take deposits guaranteed by national deposit schemes up to
emMnnInnn LISNI I OO02dzy i @

Currently, the Group takes deposits in Sweden, Germany and Nowtyan average interest rate of
approximately 1%.

Certain Information on the Group's credit portfolio

Portfolio Quality

The Group activelynanages its loan portfolio. Over the last years it has managed to significantly
increasethe quality of the credit portfolio as shown in the next ghawhich shows the reserves as a
percentage of the loan portfolio and the loan portfolio in thousands of Euros for the periods from the
first quarter of 2014 to the third quarter of 2016:

200.000 50,0%
150.000 oy G00%
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100.000
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The following table shows the portfolio quality as loans ae¢rdue and overdue based on how long
they are overdue as of 30 September 2016:

Ly (K2dzl GBV Impairments NBV Coverage ratio (%)
Not overdue 124,939 (6,038) 118,901 4.8

1-90 days due 18,078 (4,823) 13,255 26.7

91-180 days due 14,772 (6,687) 8,085 45.3

>181 days due 54,275 (40,901) 13,374 75.4

Total 212,064 (58,448) 153,615  27.6

Credit losses as described by quarterly impairments as percentage per corresponding point in time
have been stable at approximately 6% between 2015 and 2016follbaing table shows the Credit
losses as % impairment of the Gross Receivables:

6.4% 6.3% 6.3% 6.3%
. 6.1%
5.8% 5.8%

5.1%

al-14 042-14 03-14 04-14 Ql-15 Q2-15 a43-15 04-15 al-16 02-16 03-16

6.5.2 Bonds issued and deposits

As of the date of this prospectus, the Group has four bonds outstanding. In addition, as of 30
{SLIWGSYOSNI nanmcxE (KS Di@sid JThE folRwing yaplebprovided dnfoveigw A y
over these funding sources:

Instrument Nominal amount Coupon Maturity

Ferratum Capital Germany 2013 €25 million 8.0% 10/2018
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Ferratum Capital Germany 2016 €25 milion 4.875% 06/2019

Ferratum Bank €20 milion 4.9% 01/2017
Ferratum Capital Poland PLN 20.5 nilion 6.5% 05/2017
Deposits 80September 2016) €88.7 milion varies varies

Interest and tenor of the Group's customers deposits varies but averages at approximately 1%, with an
average tenor of éew months.

Information on the Markets the Group operates in

Overview

The Group operates in the mobile consumer credit market, in particular the segment for smaller credits,
as well as starting in 2015 in the small business loan market. Apart fromrsigile consumer loans,
other common forms of consumer credit include paydagns, unsecured consumer loans, pawn loans,
overdrafts, credit cards, retail finance, invoice financing, home lending, microfinance/social lending, car
financing and peeto-peer lending. Each of these products has specific characteristics that differ in
regards to distribution channel (e.g., credit obtained via the internet, mobile phone, or visiting "bricks
and mortar” locations) and attributes of consumer credit (e.g., secusedus unsecured credit or loan
duration). Additional characteristics differentiating consumer credit -mdrkets are the loan
recipient's credit record, loan duration, loan amount, interest rate, duration of loan application, retailer
dependency, or produand sales channel.

Based on these characteristics, companies operating in the consumer credit market and small business
loan market have created a variety of products in response to market demand that reflect the financial
solvency, needs, and creditwbiiness of customers. Customer needs and preferences are the most
important market drivers as customers may prefer to use one or several credit products at one time.

The Groupsegmens its business into operations intéour geographiesNordics, CN, Northeat and

Other. The Nordics include Finland, Sweden, Denmark and Norway while the CN includes Netherlands,
UK, New Zealand, Australia and Canada. The Northeast consists of Estonia, Latvia, Lithuania, Poland,
Czech, Slovakia and Russia while Other considsilghria, Romania, Croatia, Spain, Germany, France
and Mexicoln certain parts of Eastern Europe and other emerging and developing countries, consumer
loans are often provided to under banked households and are generally regarded as improving
livelihoods reducing vulnerability to economic, social, and political risks, and improving social and
economic developing. In Western Europe, Australia, New Zealand, and other developed countries as
well as certain Eastern European countries such as Poland or lte &@antries, consumer loans serve

a similar function as in Eastern Europe, but are also a fast and economical means to deliver small
consumer credit amounts to meet customers' shtgtm financial needs, while avoiding the formal
often burdensome procagres of traditional banks.

Mobile consumer loans are the newest consumer credit market segment. Mobile lending is a modern
way of granting small loans by utilizing mobile telecommunications and online technology to enable
fast, easy, and confidential lnaservices.

Geographic Overview of the Small Consumer Loan Market

Nordic Countries
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The Groudirst launched operations in Finland in 2005 andswne of the first companies entering the
small consumer loan market, especially focusing on offering sucts leanmobile deviceShe Group

has experienced an expanded demand for shtetm mobile consumer loans in Nordic countries since
the Grouplauncled more than ten years ago. Only a few competitors in Nordic countries are currently
operating internationally Current market saturation requires competitors to differentiate themselves
for customers. For instance, responsible lending principles have latetiieiGroup's management's
estimate, become a differentiating factor among countries operating in thellsowsumer loan
market, because consumers take the reputation and stated principles of companies into account before
taking out consumer loans. Despite the mature status of the Nordic market, mobile lending continues
to grow steadily, mainly through newrgduct innovations and variations. Starting in Finland in June
2013, a few companies in the small consumer loan industry, have introduced highly sophisticated digital
revolving credit linesThe Group wasne of the first companies which introduced suclvokring credit

lines and management.

Baltic States

The Groupwasthe first mobile consumer loan company entering the Baltic countries Estonia, Latvia,
and Lithuania in 2006 and 2007. Since then, competition in these markets has increased and the
product ofeerings have adapted to a changing environmértte Groupbelieves that the most notable
difference between the Nordic and Baltic markets is the Baltic customers' frequent use of loan
extension features. Despite the small Baltic population, these marketsuia important testing ground

for new products and market strategies.

Eastern Europe

Eastern European countries have fast growing online markets. Certain Eastern European countries, such
as Poland or the Czech Republic, have well developed banking systems and high mobile phone
penetration with a fast growing smartphone growth rate. In athlgastern European countries with a
lower GDP, the banking system is still dynamically changing and the smartphone penetration growing
fast from a lower level than in Western Europe. This dynamic has created opportunities to establish
mobile lending as aotnpelling choice for consumers' needs for shi@itm financing in these countries.

Western Europe

Although Western European countries are higtigveloped with high online usage, they have fairly
underdeveloped consumer credit markets. Many small loarvisiers operate in the Western European
markets, but most restrict their operations to single countries dhe Groupbelieves that no other
Western European small consumer loan provider has aFaopean presence comparable to that of

the Group. For exanlp, the UK market is home to many online microloan providers with an active
competitive landscape consisting of several dozen market participants. The market potential remains
significant in the UK anthe Groupexpecs further consolidation in this market~ollowingthe 2014

entry into the German market, the Grougdditionally launched operations in 2015 in France and
Norway. Entry barriers to these markets are very high, e.g., in Germany due to regulatory requirements
(bank license) and the number of coetjiors is thus comparatively low.

Asia Pacific

In 2011,the Groupexpandedits business to New Zealand and Australia. These markets are -highly
developed with high mobile and online usage. However, they have a fairly underdeveloped mobile
consumer credit rarkets. Competitors in the AsRacific region primarily offer loan amounts above the
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average microloan amounts thttie Groupprovidesto the Group'sEuropean customers and thus there
exists high potential for further market penetration.

Americas

In 2015 the Grouplaunchedits business in Canada and Mexico offering microloans. The Canadian
consumer finance market is a developed market which has similarities to the Western European
market. There are several local as well as international consumer fiar@impanies located in
Canada whiclthe Groupcompetes with. In Mexico, the market is more comparable to Eastern Europe
and is expanding rapidly although with generally lower amounts borrowed and higher default rates.

The Small Business Loan Market

In 2015, the Groupstarted to offer small business loans in Sweden and have extended this product
(Ferratum Business) to Finland and Lithuania and in 2016 to Denmark and the Netherlands. In the small
business loan markehe Groupprincipally competswith traditional banks which provide liquidity and
working capital facilities for small companies as well as with certain FinTech companies which are also
starting to approach this market. Ferratum seeks to differentiate from traditional lenders by offering
innovative, fast and easy lending processes like it already does successfully for many years in consumer
lending. In this area of innovative lending the competition is still moderate.

Revenue by Geography

Geographically, the Group's Nordic region (Finland, SweBenmark and Norway) have historically
contributed the highest share of revenue. The following breakdown illustrates the Group's revenue by
geography in the first nine months of 2016:

1 Nordics contributed 39.6% of the Group's revenue;

1 Northeast (Estonia, Ibada, Lithuania, Poland, Czech Republic, Slovakia, Russia) contributed 30.3%;

1 BCN (Netherlands, UK, New Zealand, Australia, Canada) contributed 16.6%; and

1 Other (Bulgaria, Romania, Croatia, Spain, Germany, France and Mexico) contributed 13.5%.
Competition

The EU consumer credit market is highly fragmented with many new suppliers entering the small
consumer loan markefThe Group'key competitors are small local microloan companies with a limited
customer database and limited international activities (i.eperations in only 43 countries).The
Groupalso face multi-segment competition from larger consumer credit companies, i.e., companies
2FFSNAY3I f2Flya 1620S emInnn OGKFG 2FGSy 2LISNFGS
product portfolio,such as payday loans as well as pawn broking. The upper segment of the market is
O2y iNRfttSR 0@ (KS O2yadzyYSNJ FAYyIFyOS RAQGAAAZ2Yya 27
2FGSY epZnnno

Competition in the mobile consumer loan market has ineezhsteadily as mobile loan products have
become established as a reliable source of consumer finanTimg.Groupbelieves that its principal
competitors in Europe are Enova Finance, 4 Finance / Vivus, DFC Global, Kreditech, Wonga and Klarna.

Base Prospectus of Ferratum Bank p.l141|

Ay



6.7

6.8

6.9

While the Goup does not focus on largeconsumert 2 | y & 50@02idtBis segment competitors
are many of the larger consumer banks such as Santander, Swedbank, Citibank or Sberbank.

The Groupstarted to take deposits irBweden,Germanyand Norwayin 2016 Deposit taking is
principally a source of additional financing tbe Groupin countries wherghe Groupoperates under

the Issuer's banking license. In Sweden, the Grbaptaken deposits for several years and have
recently brought such deposits undéhe umbrella ofthe banking license Generally,the Group
competes with the traditional consumer banks in deposit taking, but even more so with direct banks
which offer deposit rates above traditional consumer banks such as ING DIBA, VW Bank, Consors,
Contirect and others. This market is highly liquid and very sensitive to interest rate changes.

Additionally, there are a wide range of smaller competitors which operate locally in Europe and Asia
Pacific. Some markets such as the UK have dozens of smalktitongp while countries such as
Germany, which have higher regulatory requirements and require a banking licence for a consumer
loan business, have much fewer direct competitors which operate locally.

Commitment to Responsible Lending

Beyondthe Group'scompliance with the legal and regulatory frameworks governing microlending on
the EU and national levelthe Group iscommitted toits ethical principles of responsible lendinbhe
Group exercises this commitment by providing transparent contractual termensuring maximum
customer data security, and treating all borrowers fairly and reasondiitg. Groupconsides this
commitment to be an obligation tiis shareholdersits customers, and the overall industry.

The Groupbases itslending decisions on a @&ful assessment of (i) the borrower's financial position, (ii)

the borrower's capacity to repay loans, and (iii) whether the borrower's requirements and objectives
will be met by the loanThe Grouponly issusloans whernit believes, on the information aailable toit,

that the borrower can reasonably afford to repay the loan. For PLUS Ldla@sGroup also
independently check the information provided by customers within the scope of a formal loan
application. When processing the applicatidghe Group iscommitted to the highest standards of
disclosure and procedural fairness, including complete transparency of all interest, fees, and charges as
well as information regarding repayment.

Customers

As 0of30 SeptembeR016,the Grouphad a total of 15 million active customers and former customers
who have received one or more loans in the pdste Group'sustomer base comprises a wide cross
section ofthe markets' populations. In the pasthe Group'scustomers were nearly equally divided
between men and wmen.

Employees

As of 30 September2016, the Grouphad 596 employees The cost of salaries and wages in 2015
FY2dzy G SR (2 € mH the Grodp islieddgugrtered? ik Welsiiki, Finland, most i$
employees (89% as of 31 December 2015) are based outside of Fiften&roup'success is built on
the technical, business, legal, finance, IT and risk & data analysis expeitsseroployees

The employees of the Group are not unionized. There Hae@n no strikes or threatened strikes or
other labour disputes in the last three years.
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6.10 Sales andmarketing

6.11

6.12

6.13

6.14

Selling and marketing expenses are the second largest class of expense within administrative expenses
GAGK emMc®H YAf A2y oup printdyllit BeEs oling marketing @ols Gififr ke
employed by other mobile and internet companies, such as search engine marketing (SEM), search
engine optimization (SEO), paid online advertisements and social media optimization (SMO). SEM
princpally involves paid search engine or gasr-click advertisements, wherthe Groupfor instance

uses AdWords, Google's marketing tool for advertisers. In line \h Group'sSEO activitiest also
optimizes itsonline presence. Additionallyhe Groupalso worls with affiliate online partners to attract
customers, usually through paid advertisements ¢pay-click). Lastly,the Group's social media
optimization involves activities on Facebook and other social media tools commonly uséd by
customers. Alits online marketing efforts are based @nstatistical analysis of the dathaccumulate

which allowsit to make realtime changes tdts marketing strategy to optimize the funds used to
attract new customers in the different markeitsoperatesin.

In addition toits online marketing efforts, to a lesser exterthe Group also engage in offline
marketing through television, radio and newspaper advertisemeftse Group hasparticularly in
Eastern Europe, also engaged local credit ppantners to attract new customers and to increase
brand awareness.

As a general matter, customer generation can be broken down to 17% online marketing, 6% offline
marketing and 77% repeat customers as of 2016.

Material Contracts

Other than the finaneig contracts andthe bonds which are currently outstaling, there are no
contracts the Group hasntered into that would result in any obligation or éf¢ment that is material
to the Group'sbusiness, financial standing, or results of operation.

Insuran ce

The Groupmaintains customary insurance policies for itdfices as well as D&O insurance policiEse

Group isinsured against banking risks, asset losses, professional indemnity, and directors' and officers'
claims at a level of cover thahe Groups managementelieves is adequate.The Groupassesss
insurable risks and purchase insurance coverage from appropriate insurance companies. Review of new
insurance policies and annual review of existing policies is conducted by the finance department.

Properties

The Group owns its office space in Helsinki (Headquarter) and leases office space for customer service
throughout Europe, North America and the APAC region. The Group also leases its IT Headquarter in
Bratislava, which is one of its main premishs.total, the Group, due to its international presence,
leases properties in a large number of countries.

Legal and arbitration proceedings

As of the date of this prospectus, the Guarantor and the Issuer are not and have not been in the past
year, party to any governmental, legal or arbitration proceedings (including any such proceedings which
are pending or threatened of which the Guarantardalssuer are aware) which may have, or have had

AY GKS NBOSYy( LI ats ar3ayrAFaolyd SFFSOG 2y GKS D
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In the ordinary course of business, the Group has been involved in disputes during the pastagear t
KFEr@gS y2G43 YR Ay (KS 2LAYA2Y 2F GKS DdzZl NI yid2NRE| |
AAAYATFTAOLIYlG STFSOG 2y GKS LaadzSNRa 2N GKS Ddzl N yia2
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7 Organisational structure

The immediate parent comparof the Issuer is FerratutfMalta) HoldingLimited a company registered

in Malta, which owns 99.99% of the shares of the Bank. FerrgMatita) HoldingLimited is in turn

fully owned byFerratumOyj (the Guarantor).The Garantor, FerratumOyj, is the parent companyof

the Groupproviding financing anather services to its subsidiaries, executing its business plan, and
engaged in business activities through the subsidiaries, which are globally active in the business of
providing microloars and consumer edits to private individualsThe following table prodes an

2 OSNWA S 2 Jubsidiares, theikBodaitdpamcorporation, and the ownership percentage:

Group Parent
Country of share of company share
Name incorporation holding of holding
Ferratum Finland OY.........cooiiiiiiiiiiiieceiiee et Finland 100% 100%
Baltic Skyways OU... Estonia 100% 0%
Ferratum Latvia SIA. Latvia 100% 100%
Ferratum Sweden AB...........cooiiiiiic e Sweden 100% 100%
Czech
Ferratum CZECH S..Q....ccoiiiiiiiii et Republic 100% 100%
Ferbuy Poland Sp. Z.0.0........cooiiiiiiiiiiiicceric e Poland 100% 100%
Ferratum Spain SL......... Spain 100% 100%
Ferratum Bulgaria EOOD Bulgaria 100% 100%
Ferratum SIOVAKIA S.F.0u.....coiiiiiiiieiiiie e e Slovakia 100% 100%
Ferratum Denmark ARS........coouiiiiiioii e Denmark 100% 100%
Ferratum UK Ltd............. Great Britain 100% 100%
Ferratum Capital Oy. Finland 100% 100%
Global GUArANtEE OL...........cccvciiviiieieeeciee et Estonia 100% 100%
Ferratum d.0.0.......cccceeennnen. Croatia 100% 100%
Ferratum Capital Poland S.A. Poland 100% 100%
Ferratum New Zealand Ltd...........occeeiiiiiiiiiereiiee e New Zealand  100% 100%
Ferratum Australia Pty Ltd..........ccoeiiiiiiiiiieceeeee e Australia 100% 100%
Numeratum d.0.0..........ccec.... Croatia 100% 100%
OOOMFI Ferratum Russia. Russia 100% 100%
RusKredit OOQ.................. Russia 100% 100%
Ferratum Bank p.l.C...........ccccueee. Malta 100% 0.00001%
Ferratum (Malta) Holding Limited. Malta 100% 99.99999%
Ferbuy Singapore Pte. LE..............cccooiiiiiiieeic e Singapore 90% 90%
SWESPAN AB....cii e Sweden 100% 100%
Nereida Spain S.L.........ccccecuveenns Spain 100% 100%
Ferratum Capital Germany GmhH... Germany 100% 100%
Ferratum Germany GMDBH..........cocoiiiiiiiiier e Germany 100% 100%
Ferratum Romania LE.N.SB.......cc.cooieieie e eeeeeee e eee e Romania 99,88% 99,88%
Personal Big Data Qy............ Finland 100% 100%
Sideways Sp z.0.0.... Poland 100% 0%
Highways Sp z.0.0....... Poland 100% 0%
HighwaysSp. Z o.0. Sp. k...... Poland 100% 0%
Ferratum Canada INC.........ccueeiiiiiiiiieree et Canada 100% 100%
Ferratum Kredi Finansmani A. S, éé Turkey 100% 100%
Ferratum GeorgiaLLEé é é é é ééééééeééeeééeéé. Georgia 100% 100%
Ferratum Mexico S.de R.L. de C.V Mexico 100% 99%
UAB Ferratum
Financeééééééeéééeéeéééeéeééecééeé Lithuania 100% 100%
Ferratum Chile Ltd@ Chile 100% 99%
Pad¢um Collections GmbH Germany 100% 100%
Ferratum Peru S.A.C. Peru 100% 99%
Ferratum Brazil Servicos De Correspondente Bancario Ltda Brazil 100% 99%

(2) Jorma Jokela holds 10% in Ferbuy Singaporététand 0,12% in Ferratum Romania I.F.N.S.A.
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8 Financial Performance and Trend Information

8.1

8.1.1

8.1.2

Trend Information

There has been no material adverse change in the prospects of the Issuer and/or Guarantor since the
date of publication of their latest audited financial statements.

At the date of publication of the Base Prospectus, the Darscconsider that the Issuer and the
Guarantor will be subject to the normal risks associated with the business of the Group and do not
anticipate any trends, uncertainties, demands, commitments or events outside the ordinary course of
business that coulde deemed likely to have a material effect on the upcoming prospects of the
La&dzSNJ FyR DdzZl Nk yi2NRa odzaiySaa F2N Fd €SlFad
investors are strongly advised to carefully read the risk factors in the Basecetasp

The following is an overview of the trading prospects of the Issuer and the Guarantor in the
foreseeable future.

Trading prospects of the Issuer

¢CKS LaadzSNDa adaNrdS3Ie Aa Ay tAyS 4 Acaalisé gntie 2 F
potential of the mobilemicroloars marketr & ¢St & GKS DNRdzZLIJQ& Sadl of

As described in Sectid®) the Group has already established operations in multiple countries, which
will allow the Issuer to develop its operationsther through country expansion. During ZR)lthe
Issuer began to provide micro lending servicedNorway and Francewhilst in 2016 it commenced
operations in Spain and Croatia

In Bulgaria the Bank started offering services as a guarantdritd-party loans, rather than athe

provider of micro loansMicro loans which are backed by a guarantesecue the loan amountand

are referred to by segments of the industry as Guarantor Loans. AlthGughantor Loans are a
relatively new concept ithin the unsecured micro loan market, it is not uncommon for customers
within the sector to be asked to provide a guaraatWhenproviding this type of servi¢¢he Issuelis

selecting the customers entitled to obtain a guarantee via the scoring modeh@ireeing, against the

LI eYySyid 2F + F¥S8S83x G2 NBLIe& GKS 02NNBsSNNRa RSoi
same level of exposurghouldthe Issuer grant the loan directly.

Throughout the coming year théssuerexpectsto provide loans aml advances to @tomers in
fourteen countries.Additionally, the Issuemtends to further capitalise on its position within the
countries in which it currently operates by retaining its existing customers and further attracting new
customes to increasets market share.

As part of its strategy, the Bank intends to adopt various initiatives to build a solid deposit base
through further developments in the Mobile Bank platform, with plans for the reinvestment of excess
liquidity.

Trading prospects of the Guarantor
The Group further rolled out its deposit strategy, taking deposits in Germany starting in early 2016.

Ferratum continued its product roll out into new geographies by introducing the Credit Limit product
in Poland and introducing Ferratum Busiags Denmark in the first quarter of 2016. Additionally,
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8.2

Ferratum Bank plc also took over the operations in Spain in early 2016, which had previously been
working under local licenses and are now operating under the Group's EU credit license. The Group
further focused on the introduction of the Group's mobile bank into the European market in 2016,
which the Group considers the most important strategic goal for 2016.

Ly ' LINAf HwHamcIX GKS DNRdzLJU& ONBRAG f Ay SiondoluseK b 2 N
as a refinancing facility for the Group's further growth of is non bank operational sphere.

In May 2016, Ferratum launched Ferratum Business in the Netherlands.

In August 2016, Ferratum Bank p.l.c. launched its operation in Croatia. thenil Ferratum had
operated its lending business in Croatia based on a local license.

¢KS DdzZr Ny yi2NRa &adGNIGS3& Ay GKS F2NBasSSIotS Td
product portfolio and growth ri the consumer finance marketn Novenber 2016, Ferratum
announced its new Growth Acceleration Program (see for further details, Section 6.2.5 above).

Use of proceeds

In connection with theBond Issuance Programintihe Issuer will receive proceeds of approximately
€60,000,000The proceedset of the expenses incurred by the Issuer in connection with the issue of

the bonds include a success fee of 2.5% for the bookkeeper. These pra@seddtended to be used

for therefinancing2 ¥ G KS enn YAftA2Yy 062y R A aadrSaRditidnyfor Wdzt &
the operation of Ferratum Bank in Maltéghe Group's first sphere operations as welffasits general
business purposes.
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8.3 Key Financial Review

The financial information about the Issuer atite Guarantor is included in their respectivadited financial
statements for each of the financial years ended 31 Decembed 201 205. The said statements are

F @At FoftS 2y RA &L | aldrdssSet U Selov areshidSighia axtradfSdrbna theSaddide
financial statements of th Issuer and the audited consolidated financial statements of the Guarantor for the

years ended 31 December 280and 205.

8.3.1 Financial review of the Issuer

Statement of Comprehensive Income

Interest and similar income
Interest and similar expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission expense

Operating profit
Employee compensation and benefits

Other operating costs
Depreciation and amortisation
Net impairment losses

Profit before tax
Tax expense

Profit for the year-
total comprehensive income

Year ended 31 December

2015 2014
€ €
42,788,395 18,348,726
(1,442,398) (254,502)
41,345,997 18,094,224
344,210 207,742
(2,729,103 (701,861)
(2,384,893 (494,119)
38,961,104 17,600,105
(4,535,017 (2,422,074)
(13,169,722 (6,133,653)
(33,960 (20,989)
(13,835,065 (5,280,841)
7,387,340 3,742,548
(2,585,569 (1,309,892)
4,801,771 2,432,656
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Statement of Financial Position

ASSETS

Balances with Central Bank of Malta
Loans and advances to banks

Loans and advances to customers

Loans and advances to group companies
Property, plant and equipment

Intangible asset

Other assets

Total assets

EQUITY AND LIABILITIES
Equity

Share capital

Other reserves

Retained earnings

Total equity

Liabilities

Borrowed funds

Amounts owed to customers
Debt securities in issue

Loans and advances from group companies

Otherliabilities
Current tax liabilities

Total liabilities

Total equity and liabilities

MEMORANDUM ITEMS
Commitments

As at 31 December

2015 2014

€ €

182 -
3,704,583 3,043,304
43,203,453 16,370,257
- 1,360,845
165,147 101,215
360,268 -
2,535,666 327,638
49,969,299 21,203,259
10,000,000 10,000,000
535,605 96,608
4,362,774 2,345,324
14,898,379 12,441,932
345,484 4,218,723
2,783 -
20,143,271 -
3,556,593 -
7,132,099 3,230,264
3,890,690 1,312,340
35,070,920 8,761,327
49,969,299 21,203,259
1,496,947 1,473,542
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Statement of cash flows

Cash flows from operating activities

Interest and commission receipts

Interest and commission payments

Tax payments

Cash payments to employees and suppliers

Cash flows from operating profit before changes
in operating assets and liabilities

Changes in operating assets and liabilities:
Loans and advances to group companies
Loans and advances to customers
Borrowed funds

Net cash used in operating activities

Cash flowdrom investing activities
Purchase of property, plant and equipment
Purchase of intangible asset

Net cash used in investing activities

Cash flows from investing activities
Issueof debt securities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Year ended31l December

2015 2014
€ €
43,132,605 18,556,468
(4,028,230) (1,006,440)
(7,219) -
(17,554,974) (6,480,387)
21,542,182 11,069,641
4,917,438 (1,360,845)
(40,665,478) (17,285,465)
(3,301,282) -
(17,507,140) (7,576,669)
(97,892) (53,335)
(360,268) -
(458,160) (53,335)
20,000,000 -
2,034,700 (7,630,004)
1,324,581 8,954,585
3,359,281 1,324,581
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Statement of Changes in Equity

Balance at 1 January 2014

Comprehensive income
Profit for theyear

Other comprehensive income
Transfers and other movements

Total comprehensive income
for the year

Balance at 31 December 2014

Comprehensive income
Profit for the year

Other comprehensive income
Transfers and other movements

Total comprehensive income
for the year

Transactions with owners
Dividends

Balance at 31 December 2015

Share Other Retained Total

capital reserves earnings equity

€ € € €
10,000,000 - 9,276 10,009,276
- - 2,432,656 2,432,656

- 96,608 (96,608) -
- 96,608 2,336,048 2,432,656
10,000,000 96,608 2,345,324 12,441,932
- - 4,801,771 4,801,771

- 438,997 (438,997) -

- 438,997 4,362,774 4,801,771
- - (2,345,324) (2,345,324
10,000,000 535,605 4,362,774 14,898,379
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Notes to the financial statements ahe Issuer

1. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out
below.

1.1 Basis of preparation

CKS . lyl1Qa TFAYlFIYyOALf aidl 4SSy anté aith khe ge§uireméhtS yof LINB
International Financial Reporting Standards (IFRSs) as adopted by the EU and with the requirements of
the Maltese Banking Act, 1994 and the Maltese Companies Act, 1995. These financial statements are
prepared under the histacal cost convention, as modified by the fair valuation of financial assets and
financial liabilities carried at fair value.

The preparation of financial statements in conformity with IFRSs as adopted by the EU requires the use
of certain accountingstimates. It also requires the directors to exercise their judgment in the process
2F LWL eAay3d GKS . Iyl Q& ¢Cribdahdnlitihgesimatds, tanduiighantsind S S
applying accounting policies).

Standards, interpretations and ameéments to published standards effective in 2015

In 2015, the Bank adopted new standards, amendments and interpretations to existing standards that

FNB YIYyRIFEG2NE F2N 6KS . Fy1Qa | O02dzyiAy3a LISNR2Z2R

revisionsto the requirements of IFRSs as adopted by the EU did not result in substantial changes to the
Fyl1Qa F002dzyiGAy3 LIR2ftAOASa®

Standards, interpretations and amendments to published standards that are not yet effective
Certain new accounting standards amdeirpretations have been published that are not mandatory for

31 December 2015 reporting periods and have not been early adopted by the Bank. These principally
O2YLINR &S LCw{ ¢ WCAYIYyOAlLf LyaidNdzyrSyiaQs oKAOK

CAYIlIYyOALt LyadNHzySyiday wSO023yAlGAzy yR aSlt adzaNBY|S

measurement of financial assets and liabilities, impairment of financial assets and hedge accounting.

The classification and measurement of financigsi &t a @Attt RSLISYR 2y GKS .|
their management and their contractual cash flow characteristics and result in financial assets being
YSF&dzZNBR 4 I Y2NIA&ASR 02ad3x FFAN G dzS §KNERdJzAK
through profit or loss. In many instances, the classification and measurement outcomes will be similar

to IAS 39, although differences will arise, for example, since IFRS 9 does not apply embedded derivative
accounting to financial assets and equity securitiédélve measured at fair value through profit or loss

or, in limited circumstances, at fair value through other comprehensive income. The combined effect of
the application of the business model and the contractual cash flow characteristics tests mayirresult
some differences in the population of financial assets measured at amortised cost or fair value
compared with IAS 39. The classification of financial liabilities is essentially unchanged, except that, for
certain liabilities measured at fair value,gad 2 NJ f 2aaSa NBftl GAy3a (42 OKI y3
are to be included in other comprehensive income.

The impairment requirements apply to financial assets measured at amortised cost and FVOCI, and
lease receivables and certain loan commitmerdad financial guarantee contracts. At initial
recognition, allowance (or provision in the case of commitments and guarantees) is required for
SELISOGSR ONBRAG fz2aasSa owo/[ Q0 NBadAZ GaAy3a FNRY R
OWMHIR 29/ [ QO LY GKS S@Syid 2F I+ aA3IyATAOLylG AyON
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for ECL resulting from all possible default events over the expected life of the financial instrument
OWEATSOGAYS 9/ [ Q0o

The assessment of whether credisk has increased significantly since initial recognition is performed
for each reporting period by considering the change in the risk of default occurring over the remaining
life of the financial instrument, rather than by considering an increase in ECL.

The assessment of credit risk, and the estimation of ECL, are required to be unbiased and probability
weighted and should incorporate all available information which is relevant to the assessment,
including information about past events, current conditioand reasonable and supportable forecasts

of future events and economic conditions at the reporting date. In addition, the estimation of ECL
should take into account the time value of money. As a result, the recognition and measurement of
impairment is itended to be more forwardooking than under IAS 39 and the resulting impairment
charge will tend to be more volatile. It will also tend to result in an increase in the total level of
impairment allowances, since all financial assets will be assessed feast 12 month ECL and the
population of financial assets to which lifetime ECL applies is likely to be larger than the population for
which there is objective evidence of impairment in accordance with IAS 39.

The general hedge accounting requiremenis @o simplify hedge accounting, creating a stronger link

with risk management strategy and permitting hedge accounting to be applied to a greater variety of
hedging instruments and risks. The standard does not explicitly address macro hedge accounting
strategies, which are being considered in a separate project. To remove the risk of any conflict between
existing macro hedge accounting practice and the new general hedge accounting requirements, IFRS 9
includes an accounting policy choice to remain with38®%edge accounting.

The classification and measurement and impairment requirements are applied retrospectively by
adjusting the opening balance sheet at the date of initial application, with no requirement to restate
comparative periods. Hedge accourgiis generally applied prospectively from that date.

The mandatory application date for the standard as a whole is 1 January 2018, but it is possible to apply
the revised presentation for certain liabilities measured at fair value from an earlier da¢eBahk is
8SiG G2 raasSaa LCw{ oQa TFdzZt AYLI Olo

1.2 Foreign currency transactions and balances

Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which theSy G AG& 2LISNI 6Sa O0WiKS FdzyOGAazyl t Od
LINBASYGSR AY SdNPI gKAOK Aa GKS . Fyl1Qad FTdzy OlAz2yl

Transactions and balances

Foreign currency transactions are translated into the functional currency ubimgexchange rates
prevailing at the dates of the transactions or valuation where items are remeasured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation -&ngkar
exchange rates of monetary sets and liabilities denominated in foreign currencies are recognised in
profit or loss.
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1.3 Financial assets

The Bank classifies its financial assets in the following categories: at fair value through profit or loss,
loans and receivables, hetd-maturity financial assets and availaHer-sale investments. The
classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

Throughout the finanial period and as at the end of the reporting period, the Bank only held loans and
receivables.

Initial recognition and derecognition

The Bank recognises a financial asset in its statement of financial position when it becomes a party to
the contractual povisions of the instrument. Regular way purchases and sales of financial assets are
recognised on the trade date, which is the date on which the Bank commits to purchase or sell the
asset. Accordingly, the Bank uses trade date accounting for regularcargyacts when recording
financial asset transactions.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Bank has transferred substantially all risks and refvards
ownership or the Bank has not retained control of the asset.

Financial assets at fair value through profit or loss

This category comprises two sehtegories: financial assets classified as fietdrading, and financial
assets designated by the Baak at fair value through profit or loss upon initial recognition.

A financial asset is classified as higldtrading if it is acquired or incurred principally for the purpose of
selling or repurchasing it in the near term or if it is part of a portfoficdentified financial instruments
that are managed together and for which there is evidence of a recent actual pattern oftehwrt
profit-taking.

Derivatives are also categorised as hfgdtrading unless they are designated and effective as hedging
instruments. Assets in this category are classified as current assets if expected to be settled within
twelve months; otherwise, they are classified as +oomrent.

Financial instruments included in this category are recognised initially at fair valusattion costs

are taken directly to the profit or loss. Gains and losses arising from changes in fair value are included
RANBOGEE Ay GKS LINRPFAG 2NIft2aa FyR I NB NBLEZ2NISR
heldfor-i NI R A y 3t@hdomé afidi d/iddhd income on financial assets fieldrading are included

AY WbSh AydiSNBad AyO02YSQ 2N W5AQPBARSYR Ay02YSQx

The Bank may designate certain financial assets upon initial recognition as at fair value through profit
or loss fair value option). This designation cannot subsequently be changed.

According to IAS 39, the fair value option is only applied when the following conditions are met:

A the application of the fair value option reduces or eliminates an accounting mismat¢h tha
would otherwise arise; or

A the financial assets are part of a portfolio of financial instruments which is risk managed and
reported to senior management on a fair value basis; or

A the financial assets consist of debt hosts and embedded derivatives thatbawseparated.
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Loans and receivables

Loans and receivables are ndarivative financial assets with fixed or determinable payments that are
not quoted in an active market, other than:

(@) those that the Bank intends to sell immediately or in the sherim, which are classified as held
for-trading, and those that the entity upon initial recognition designates as at fair value through
profit or loss;

(b) those that the Bank upon initial recognition designates as avaii@oleale; or

(c) those for which the holder may not recover substantially all of their initial investment, other than
because of credit deterioration.

Loans and receivables arise when the Bank provides money, goods or services directly to a debtor with
no intention of trading the asseThey are included in current assets except for maturities greater than
twelve months after the end of the reporting period. The latter are classified ascoment assets.

Loans and receivables mainly consist of loans and advances to banks, custothgrewp companies

and other assets.

Loans and receivables are initially recognised at fair valubich is the cash consideration to originate
or purchase the loan including any transaction castnd measured subsequently at amortised cost
using the efiective interest rate methodAmortised cost is the initial measurement amount adjusted
for the amortisation of any difference between the initial and maturity amounts using the effective
interest method. Interest on loans and receivables is included iofipror loss and is reported as
WLYGiSNBald YR aAYATI NI AyO2YSQo

In the case of an impairment, the impairment loss is reported as a deduction from the carrying value of

GKS t2Fry YR NBOSAGIotS FyR NBSO23IYyAaSR Ay LINBTFA[L 2
Heldto-maturity financial assets

Heldto-maturity investments are noderivative financial assets with fixed or determinable payments

FYR FAESR YIF{dz2NAGASE G(GKFG GKS . Fyl1Qa YIylF3aSySyu

maturity, other than:

(a) those that the Bank upon initial recognition designates as at fair value through profit or loss;
(b) those that the Bank designates as availdbtesale; and
(c) those that meet the definition of loans and receivables.

These are initially recogniseat fair value including direct and incremental transaction costs and
measured subsequently at amortised cost, using the effective interest method.

Interest on heleto-Y' I G dzNA i& Ay@SaidySyida A& AyOfdzZRSR Ay LIN]
similarA y 02 YSQ® Ly GKS OFasS 2F Iy AYLIANXNSyGZ GKS
carrying value of the investment and recognised in profit or loss.

Availablefor-sale financial assets

Availablefor-sale investments are financial assets tha¢ intended to be held for an indefinite period

of time, which may be sold in response to needs for liquidity or changes in interest rates, exchange
rates or equity prices or that are not classified as loans and receivablegiohgldturity investmentsor
financial assets at fair value through profit or loSghey are included in necurrent assets unless the
asset matures or management intends to dispose of it within twelve months of the end of the reporting
period.
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Availablefor-sale financial assetre initially recognised at fair value, which is the cash consideration
including any transaction costs, and measured subsequently at fair value with gains and losses being
recognised in other comprehensive income, except for impairment losses and faeitpange gains

and losses (in case of monetary assets), until the financial asset is derecognised. If an duaitzibe
financial asset is determined to be impaired, the cumulative gain or loss previously recognised in other
comprehensive income is riassified to profit or loss. Interest income on availafiiesale assets is
calculated using the effective interest method, and is recognised in profit or loss as are foreign currency
gains and losses on monetary assets classified as avditakdale. @anges in the fair value of
monetary securities denominated in foreign currency classified as avaflabsale are analysed
between translation differences resulting from changes in the amortised cost of the security and other
changes in the carrying amot of the security. Translation differences related to changes in amortised
cost are recognised in profit or loss, and other changes in carrying amount are recognised in other
comprehensive income. Dividends on availalolesale equity instruments are cegnised in profit or
tf2aa Ay W5AQOARSYR AyO02YSQ ¢4KSyYy GKS . ly1Qa NRIKG

1.4 Impairment of financial assets

Assets carried at amortised cost

The Bank assesses at each reporting period whether there is objective eviti@beefinancial asset or

group of financial assets is impaired. A financial asset or a group of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or
more events thatoccuB R | FGSNJ GKS AyAlGALt NBO23ayAGAZ2Y 27F
(or events) has an impact on the estimated future cash flows of the financial asset or group of financial
assets that can be reliably estimated.

The criteria that the Bankses to determine that there is objective evidence of an impairment loss
include:

(a) significant financial difficulty of the issuer or obligor;
(b) a breach of contract, such as a default or delinquency in interest or principal payments;

(c)the lender, fdNJ SO2y2YA O 2NJ £ S3If NBlFLazya NBtlFGAy3 (2
the borrower a concession that the lender would not otherwise consider;

(d) it becomes probable that the borrower will enter bankruptcy or other financial reorganisati
(e) the disappearance of an active market for that financial asset because of financial difficulties; or

(H observable data indicating that there is a measurable decrease in the estimated future cash flows
from a portfolio of financial assets sinceethnitial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the portfolio, including:

(i) adverse changes in the payment status of borrowers in the portfolio; and

(i) national or local ecaymic conditions that correlate with defaults on the assets in the portfolio.
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The Bank first assesses whether objective evidence of impairment exists individually for financial assets
that are individually significant, and individually or collectively forancial assets that are not
individually significant. If the Bank determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets ith similar credit risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which an impairment loss is or continues to
be recognised are not included in a collective assessment cdirmpnt. The amount of the loss is
YSIF&a&dzNBR a4 GKS RAFFSNBYyOS o0SiG6SSy GKS |aasSiqa
future cash flows (excluding future credit losses that have not been incurred) discounted at the
FAYI YOAL t effack® interést ra&teNFha dagfying amount of the asset is reduced through the
use of an allowance account and the amount of the loss is recognised in profit or loss.

For the purposes of a collective evaluation of impairment, financial assets are grampthe basis of
AAYAE LN ONBRAG Nxal OKINIOGSNRalGAOA oOoGKIG Aaz 2\
type, pastdue status and other relevant factors). Those characteristics are relevant to the estimation of
future cash flows foB N2 dzLJA 2 F adzOK FaasSia o0& o0SAy3I AYRAOI GA
due according to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of the contractual cash flows of the assets in the Bank and historical loss
experience for assets with credit risk characteristics similar to those in the Bank. Historical loss
experience is adjusted on the basis of current obsewatbhta to reflect the effects of current
conditions that did not affect the period on which the historical loss experience is based and to remove
the effects of conditions in the historical period that do not currently exist.

Estimates of changes in futueash flows for groups of assets reflect and be directionally consistent
with changes in related observable data from period to period (for example, changes in unemployment
rates, payment status, or other factors as applicable which are indicative of ekanghe probability

of losses in the Bank and their magnitude). The methodology and assumptions used for estimating
future cash flows are reviewed regularly by the Bank to reduce any differences between loss estimates
and actual loss experience.

If, in asubsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an improvement
Ay (GKS RSoiG2NRa& ONBRAG NI A yitJossss révérsed ydugtihg@tides £ &
allowance account. The amount of the reversal is recognised in profit or loss.

Loans and advances to customers

Losses for impaired loans are recognised promptly when there is objective evidence that impairment of
a loanor portfolio of loans has occurred. Impairment allowances are calculated on individual loans and
on groups of loans assessed collectively. Impairment losses are recorded as charges to the statement of
comprehensive income. The carrying amount of impalaeths on the statement of financial position is
reduced through the use of impairment allowance accounts. Losses which may arise from future events
are not recognised.

¢CKS . Fyl1Qa f2ly LBRNITFT2fA2 Aa | &asaa Stk loantys, asY LI A
the underlying loan portfolio consist of a large pool of homogeneous loans which by nature cannot be

considered individually significant. The loan portfolio consists of dieont microloans, other medium
term credit products and revaig micracredit facilities.

Collectively assessed loans and advances

Impairment is assessed on a collective basis for homogeneous groups of loans that are not considered
individually significant.
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Homogeneous groups of loans and advances

Statisticalmethods are used to determine impairment losses on a collective basis for homogeneous
groups of loans that are not considered individually significant, because individual loan assessment is
impracticable. Losses in these groups of loans are recorded amaidual basis when individual loans

are written off, at which point they are removed from the group. The methods that are used to
calculate allowances on a collective basis are as follows:

When appropriate empirical information is available, the BanHises rolirate methodology. This
methodology employs statistical analysis of historical data and experience of delinquency and default to
estimate the amount of loans that will eventually be written off as a result of the events occurring
before the repating date which the Bank is not able to identify on an individual loan basis, and that can
be reliably estimated. This methodology is applied at territory or country level with adaptations to
reflect the different nature of the respective markets in whitihe Bank operates. Under this
methodology, loans are grouped into ranges according to the number of days past due and statistical
analysis is used to estimate the likelihood that loans in each range will progress through the various
stages of delinquencyand ultimately prove irrecoverable. In applying this methodology, adjustments
are made to estimate the periods of time between a loss event occurring and its discovery, for example
through a missed payment, (known as the emergence period) and the pefidtie between discovery

and write-off (known as the outcome period). Current economic conditions are also evaluated when
calculating the appropriate level of allowance required to cover inherent loss. The estimated loss is the
difference between the premnt value of expected future cash flows, discounted at the original effective
interest rate of the portfolio, and the carrying amount of the portfolio. Expected future cash flows take
into account expected portfolio sales prices.

The inherent loss withithe portfolio is assessed on the basis of statistical models using historical data
observations, which are updated periodically to reflect recent payment and economic trends. In normal
circumstances, historical experience provides the most objective alestanst information from which

to assess inherent loss within the portfolio. In certain circumstances, historical loss experience provides
less relevant information about the inherent loss in the portfolio at the reporting date. When the most
recent trends arising from changes in economic, regulatory or behavioural conditions are not fully
reflected in the statistical models, they are taken into account by adjusting the impairment allowances
derived from the statistical models to reflect these changestdseabalance sheet date.

These additional portfolio risk factors may include recent loan portfolio growth and product mix,
unemployment rates, bankruptcy trends, geographic concentrations, loan product features, economic
conditions such as national andchd trends in interest rates, seasoning, account management policies
and practices, current levels of writdfs, changes in laws and regulations and other factors which can
affect customer payment patterns on outstanding loans, such as natural disa$tegse risk factors,
where relevant, are taken into account when calculating the appropriate level of impairment allowances
by adjusting the impairment allowances derived solely from historical loss experience.

Roll rates are regularly benchmarked agairtial outcomes to ensure they remain appropriate.
Forborne loans

Granting a concession to customers that the Bank would not otherwise consider, as a result of their
financial difficulty, is objective evidence of impairment and impairment losses would lzsured
accordingly.

A forborne loan is categorised as impaired when:

1 there has been a change in contractual cash flows as a result of a concession which the Bank
would otherwise not consider; and

1 it is probable that without the concession, the borroweould be unable to meet contractual
payment obligations in full.
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Forbearance activity is generally undertaken where it has been identified that repayment difficulties
against the original terms have already materialised, or are very likely to materigliseBank might
consider the application of rescheduling to selected loans and advances, which process commences
when a customer applies to extend the repayment date. The upfront payment of a rescheduling fee is a
pre-condition for rescheduling to be graed and for the loan term to be extended. This upfront
payment requirement is not deemed consistent with the profile of a customer which cannot meet the
current contractual payment obligations.

Moreover, upon rescheduling the Bank does not revise theskdgtantive terms and conditions of the

NBAaLISOUGABGS 2y Ay 2NRSNI (2 FIFLOAEAGFGS NBO2ISNI

financial situation, but simply provides the individual customer with a standard extension to the
maturity date.The significant terms and conditions of the loan are not altered, for instance, through
moratorium on fees or waiver of fees. A significant level of individual customers apply for and request
the extension of the loan term and considering that each laamdaction is individually insignificant,
GKS Y2yAG2NRAYy3I 2F SIFIOK AYRAGARdIzZ f Odzad2YSNDa
considers historical experience and other factors when determining whether rescheduled loans are
forborne loans. Suchis$torical experience demonstrates that very high repayment rates are associated
with rescheduled loans.

Taking cognisance of the principles highlighted above, rescheduling of loans granted by the Bank is not
deemed to constitute a forbearance measure inat®n to customers experiencing difficulties in
repaying the micrecredit.

Assets classified as availaliteg-sale

The Bank assesses at the end of each reporting period whether there is objective evidence that a
financial asset or a group of financiakats is impaired.

In the case of equity investments classified as availediasale, a significant or prolonged decline in the
fair value of the security below its cost is objective evidence of impairment resulting in the recognition
of an impairment losslf any such evidence exists for availatolesale financial assets, the cumulative
loss¢ measured as the difference between the acquisition cost (or amortised cost, if applicable) and the
current fair value, less any impairment loss on that financakapreviously recognised in profit or loss

¢ is removed from equity and recognised in profit or loss. Impairment losses recognised in the profit or
loss on equity instruments are not reversed through profit or loss. If, in a subsequent period, the fair
value of a debt instrument classified as availafdesale increases and the increase can be objectively
related to an event occurring after the impairment loss was recognised in profit or loss, the impairment
loss is reversed through profit or loss.

Throwhout the financial period and as at the end of the reporting date, the Bank did not hold assets
classified as availabler-sale.

1.5 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported irstdiement of financial
position when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

1.6Intangible asset

Acquiredcomputer software is capitalised on the basis of the costs incurred to acquire and bring to use
the specific software. These costs are amortised on the basis of the expected useful lives once the
software has been put into use.
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1.7 Property, plant and guipment

All property, plant and equipment is stated at historical cost less deprecidtimorical cost includes
expenditure that is directly attributable to the acquisition of the items.

{dzoaSljdzSyid O2aida I+ NB AyOf dzRfBeRecdgyisediak & sepatate §sde as O |
appropriate, only when it is probable that future economic benefits associated with the item will flow

to the Bank and the cost of the item can be measured reliably. The carrying amount of the replaced part
is dereognised. All other repairs and maintenance are charged to profit or loss during the financial year

in which they are incurred.

Depreciation is calculated using the straidine method to allocate the cost of the assets to their
residual values over theestimated useful lives, as follows:

%

Furniture and fittings 12.5
Computer hardware 25
Office equipment 25

¢KS FaaStaQ NBaARdzt @I £dzSa FyR dzaS¥T¥dzA fABS& | NF

reporting period.
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carrying amount is greater than its estimated recoverable amount (n@g 1.

Gains and losses on disposals are determined by comparing the proceeds with the camgung and
are recognised in profit or loss.

1.8 Impairment of nonfinancial assets

Assets that are subject to depreciation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverat#le. impairment loss is
NEO23ayA&aSR T2N) GKS FY2dzyldi o6& 6KAOK (KS FaasSdaQa
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purposes of assessing impairmerdssets are grouped at the lowest levels for which there are
separately identifiable cash inflows (caglnerating units). The impairment test also can be
performed on a single asset when the fair value less costs to sell or the value in use can bendeter
reliably.

1.9 Other receivables

Other receivables are amounts due to the Bank for services performed in the ordinary course of
business. If collection is expected in one year or less, they are classified as current assets. If not, they
are presentedas noncurrent assets.
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Other receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provisions for impairment. A provision for impairment is
established when there is ¢dxctive evidence that the Bank will not be able to collect all amounts due
according to the original terms of the receivables. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial reorganisatiang default or delinquency

in payments are considered indicators that the receivable is impaired. The amount of the provision is
G§KS RAFTFSNBYyOS 06Si6SSy GKS laasSiQa OFNNEBRAY3 | Y32
flows, discounted at the dginal effective interest rate. The carrying amount of the asset is reduced
through the use of an allowance account, and the amount of the loss is recognised in profit or loss.
When a receivable is uncollectible, it is written off against the allowamrceunt for trade and other
receivables. Subsequent recoveries of amounts previously written off are credited in profit or loss.

1.10 Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognised iordos,
except to the extent that it relates to items recognised in other comprehensive income or directly in
equity. In this case, the tax is also recognised in other comprehensive income or directly in equity,
respectively.

The current income tax chge is calculated on the basis of the tax laws enacted or substantively
enacted at the end of the reporting period.

Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax bases of assets and lialgitand their carrying amounts in the financial statements.
However, deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the tréiosaaffects
neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by the end of the reporting period and are
expected to apply when the related deferrémicome tax asset is realised or the deferred income tax
liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can bisedil Deferred tax assets and
liabilities are offset when there is a legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred tax assets and liabilities relate to income taxes levied by the same
taxationauthority.

1.11 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

1.12Financial liabilities

The Bank recognisesfinancial liability on its statement of financial position when it becomes a party

G2 GKS O2y (N} OlGdzZlf LINP@GA&AAZ2YA 2F (KS AyaildNHzYSyi
liabilities which are not at fair value through profitodléa 6 Of  aaAFASR & WhiKSNJ]
Financial liabilities not at fair value through profit or loss are recognised initially at fair value, being the
fair value of consideration received, net of transaction costs that are directly atfiib@itto the
acquisition or the issue of the financial liability. These liabilities are subsequently measured at
amortised cost. The Bank derecognises a financial liability from its statement of financial position when
the obligation specified in the corgct or arrangement is discharged, is cancelled or expires.

Financial liabilities measured at amortised cost comprise principally debt securities in issue, borrowed
funds and other liabilities (Note 1.13).
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1.13 Other liabilities

Other liabilities compris obligations to pay for goods or services that have been acquired in the
ordinary course of business. Other liabilities are classified as current liabilities if payment is due within
one year or less. If not, they are presented as-nomrent liabilities.

Other liabilities are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method.

1.14 Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer to rspkeified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when due, in
accordance with the terms of a debt instrument. Such financial guarantees are issued by the Bank to
financial institutions and dter entities on behalf of customers to secure mitwans and other credit
related products.

Financial guarantees issued are initially recognised in the financial statements at fair value, which is
normally evidenced by the amount of fees received, ondage the guarantee was given. Subsequent

02 AYAGALFET NBO2IYyAGAR2YyI GKS . ly1Qa tAFoAtAGASaE
initial measurement amount less amortisation calculated to recognise in the income statement the fee
incomeearned over the life of the guarantee and (ii) the best estimate of the expenditure required to
settle any financial obligation arising out of the commitment at the end of each reporting period. These
estimates are determined based on experience of simitansactions and history of past losses,
adzLLX SYSYGSR o0& GKS 2dzRAYSyid 2F GKS . Fyl1Qa Yly
financial guarantee contracts is reflected in profit or loss.

1.15 Interest income and expense

Interest income andexpense for all interedbearing financial instruments are recognised within
WAYGSNBadG AyO02YSQ FyR WAyGSNBad SELISyaSQ Ay GKS

The effective interest method is a method of calculating the amortised cbsat financial asset or a
financial liability and of allocating the interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expectedife of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability. When calculating the effective interest rate,
the Bank estimates cash flows considering all contractual texfrthe financial instrument but does

not consider future credit losses. The calculation includes all fees and points paid or received between
parties to the contract that are an integral part of the effective interest rate, transaction costs and all
other premiums or discounts.

Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognised using the rate of interest used to discount the future
cash flows for the purposef measuring the impairment loss.

Loan origination fees received by the Bank for loans which are probable of being drawn down, are an
integral part of generating an involvement with the resulting financial instrument and, together with
the related directcosts, are deferred and recognised as an adjustment to the effective interest rate on
the loan using the effective interest method.
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applies to extend the repayemt date) reminder fees (charged reminder actions effected with respect

to a loan) and other fees charged on revolving credit products. All these fees are considered to be an
integral part of the effective interest rate of the loans and advances takiggisance of the nature of

these fees, the purposes for which these fees are assessed and the substance of the services provided.
Accordingly these fees are amortised to profit or loss using the effective interest method over the
expected term of theinstizY Sy Ga ' yR LINSaSYydiSR gAGKAY WLYyGSNBa

1.16 Fees and commissions

Fees and commissions are generally recognised on an accrual basis when the service has been provided.
Fee and commission expense, relating mainly to transaction anécedees and sales commissions, are
expensed as the services are rendered.

1.17 Leases

The Bank is the lessee

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leasdzayments made under operating leases (net of any incentives
received from the lessor) are charged to profit or loss on a strdigatbasis over the period of the
lease.

1.18 Cash and cash equivalents

Cash and cash equivalents are carried in the statd@réfinancial position at face value. Cash and cash
SldA @It Sytga O2YLINRaS olflyoOoSa gAdK fSaa GKIFy
including cash in hand, deposits held at call with banks and other-gdont highly liquid investments

with original maturities of three months or less, together with borrowed funds having the same
maturity.

1.19 Dividend distribution

5AARSYR RAAGNROdzGAZ2Y G2 GKS 3INRdzZIQa &KFINBK2f RSE

statements in theperiod in which the obligation to pay a dividend is established.
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Financial risk management
2.1 Financial risk factors

¢KS .tyl1Qa OGAGAGASE SELR&AS AdG G2 F+ G NASGe 2
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is to achieve an appropriate balance between risk and return and minimise potential adverse effects on
0KS SyGtArdeQa FTAYFYyOALf LISNF2NXIyOSo

The Board of directors overss credit, market, funding and liquidity, operational and strategic business
risks. The Bank has developed an integrated risk management framework to identify, assess, manage
and report risks and risk adjusted returns.

¢KS . Fy1Qa NRA&| a¥ldesignadyieyftify ardralys® Aisksito set appropriate risk
limits and controls, and to monitor the risks and adherence to limits by means of reliable aoddafe
information systems. The Board is responsible for the overall effectiveness afsthenanagement
FdzyOliA2yI 6KAOK FdzyQliAzy A& K26SOHSNI OF NNA SR 2 dzi
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assets, liabilities and the overall financ@bsition and is also responsible for the management of

Fdzy RAy3d FyR fAljdZARAGE NRalaed ¢KS .lFyl1Qa NAR&E&]l VYI
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and related limits.

(a) Credit risk

The Bank takes on exposure to credit risk, which is the risk that a counterparty will cause a financial loss

F2NJ GKS .yl o0& FILAftAy3d G2 RAAOKINEBS Fy 206ftA3ld
business; accordingly management carlgfuhanages its exposure to this risk. Credit exposures arise
LINAYOALN ffe& GKNRdzZAK GKS . lFy1Qa tSyRAy3a | OGAGAG

placement of liquidity with banks domiciled in Malta and other European countries. The Balsk is
exposed to credit risk arising from the issuance of financial guarantee contracts to entities granting
micro-loans and other related credit products to individuals located in certain European countries.
Credit exposures through advances to group umakings located in Finland also give rise to credit risk.

CKS . 1y1Qa LINARYOALNt ONDdkahde shhk findnciabdsdeld anaps&izy INS € |
39 categorisation, reflecting the maximum exposure to credit risk before collateral helther credit
enhancements, are as follows:

2015 2014
€ €
Loans and receivables:
Balances with Central Bank of Malta (Note 4) 182
Loans and advances to banks (Nbfe 3,704,583 3,043,304
Loans and advances to customers (N@te 43,203,453 16,370,257
Loans and advances to group companies (Njte - 1,360,845
Other financial assets (Not) 2,457,861 311,380

49,366,079 21,085,786
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The exposures set out in the table above are based on carrying amourgsated in the statement of
financial position for ofbalance sheet financial assets. The table represents a worst case scenario of
credit risk exposure to the Bank at 31 December 2015 and 2014, without taking account of any
collateral held or any otherredit enhancements attached.

Off-balance sheet instrumentCredit related commitments

The Bank, through its credit granting operations in certain territories, issues financial guarantee
contracts, which require the issuer to make specified payments imlrerse the holder for a loss it
incurs because a specified debtor fails to make payments when due, in accordance with the terms of a
loan instrument. Such financial guarantees are issued by the Bank to financial institutions and other
entities on behalf 6 customers to secure micdmans and other credit related products. Financial
guarantees represent irrevocable assurances to make payments in the event that a customer cannot
meet its obligations to third parties, and carry the same credit risk as lo&ts31 December 2015,
financial guarantee contracts issued and still outstanding covered loan assets with an amount of
EMIMPTZIHTT OHAMNO €EMIHMPNINPHULUD

Credit risk management principles for significant financial assets and risk concentrations

In order to mange its principal risk exposures arising from its activities the Bank compiles and updates
due diligence reports in respect of individually significant financial assets, particularly with respect to
loans and advances to banks and group companies. Théwoethiness of individually significant
counterparties or customers is formally evaluated and appropriate exposure limits are established in
this respect. Credit review procedures are designed to identify at an early stage individually significant
exposues which require more detailed monitoring and review. Exposure to credit risk is managed
through regular analysis of the ability of such counterparties and potential counterparties to meet
interest and capital repayment obligations and by changing thposure limits where deemed
appropriate. The Bank manages adherence to limits by reference to reporting mechanisms covering
exposures, and controls concentrations of risk wherever they are identified.

The Bank monitors significant exposures on an indalidhasis throughout the different stages of the
cycle from approval upon origination to ongoing monitoring until maturity. The Bank focuses on the
compilation, together with ongoing and evedtiven updating, of due diligence analyses taking
cognisance ofactual account developments, repayment history, ability to meet commitments and
collateral measurement if applicable.

¢KS 3IS23aANF LIKAOIE O2yOSyidNrdAz2zy 2F GKS .ly1Qa FA
analysed below For the purposesf this analysis, the Bank has allocated exposures to regions based on

the country of domicile of the respective customers or counterparties. At 31 December 2015, loans and
advances to banks were placed withnks domiciled in the following countries:

2015 2014
€ €

Malta 1,858,613 2,032,864

Czech Republic 540,487 375,930

Slovakia 293,416 315,346
Latvia 261,868 -
Germany 234,393 -

Poland 202,545 319,164
France 150,950 -
Bulgaria 60,215 -
Estonia 59,996 -
Finland 42,100 -

3,704,583 3,043,304
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and related operations in Poland (41%) (2014: 48%), Sweden (22%) (2014: 10%), Czech Republic (17%
(2014: 17%) and Latvia (12%) (2014: 10%). The remairpup@res arise in other European countries,
namely Estonia, Slovakia, Bulgaria, Germany, Norway and France.

At 31 December 2015 and 2014, loans and advances to and from group companies consisted of
advances with an undertaking registered in Finland.

Loans and advances to customers

¢CKS . Fy1Qa fSyRAy3 I O0A DA iteérrs ticrodoans, LoMar dnSdiurfiekn® 3 NI
credit products and revolving miciaredit facilities (mainly unsecured) to individual customers in
specific European jurisdions. All loans to customers are granted on the basis of the outcome of the
scoring model, depending on the loan type, and the rules embedded within the credit policy. Each
lending transaction and the related agreement are determined on the strengtim ofdividual credit
RSOAAAZ2Y D lff ONBRAG RSOA&AZ2Yya I NB KIFIYyRftSR FyR
through the application of both automated and manual processes. The creditworthiness of potential
customers is assessed by refece to the calculation of a credit score for each loan application
received. The relevant credit score is computed through the application scorecard for first time
customers and through the behaviour scorecard for repeat customers. Based on the caadit sc
registered, customers are grouped into risk classes. The respective risk class determines the maximum
credit amount allowable for each customer. The scoring model and linked scorecards are developed
and maintained centrally by the management team loé Bank. These are applied in all jurisdictions in
which the Bank operates with specific adaptations at country level taking cognisance of the different
characteristics of each market; with the adaptations being centrally approved.

The scorecards areviewed on a monthly basis by the management team of the Bank and updated
according to market trends, political circumstances in the particular jurisdiction, legislative and socio
economic changes.

Prior to generation of internal scores, automated cregilicy checks or underwriting actions are

OF NNASR 2dzi 6AGKAY GKS f2Fy KFIyRftAy3dI adaidsSy NBTES
NHz S&a &dzOK +Fa LI AOFyGQa |3ST ydzYoSNI 2F 2dziali

reference to. I Y1 Qa AYUSNYyFt OdzAdG2YSN) ofFOl1tAaldzT LINSJA
external collection company information. These automated underwriting actions generate an internal
credit score for the customer. Subsequently, specifically design@dual underwriting actions are
carried out to finalise the loan application review and decision making process. These manual
underwriting actions comprise requests for checks in relation to existence of bad debts reported by
credit agencies, requests fexternal credit scoring checks with a view to checking external sources of
credit information about the client, and requests for additional checks in respect of certain customer
details. The outcome of these manual underwriting actions is automaticallgcted in the loan
handling system and updates the scorecard in an automated manner. If the scored or approved
amount is higher than or equal to the requested amount, the loan is then automatically approved.
Otherwise, the loan is automatically approveg to the scored amount. The latter decision can be
exceptionally overridden by management in specific circumstances and subject to certain conditions
such that the amount granted is higher than the scored amount.
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¢KS . Iyl1Qa f 2 ¢dfddnpeliifeatford s2collkciive bagisiaS thé portfolio consists of a
large pool of homogeneous loans according to loan type which by nature cannot be considered
individually significant. The Bank utilises -rale methodology employing statistical apaés of
historical data and experience of delinquency and default to estimate the amount of loans that will
eventually be written off as a result of the events occurring before the reporting date. Under this
methodology, loans are grouped into ranges adaog to the number of days past due and statistical
analysis is used to estimate the likelihood that loans in each range will progress through the various
stages of delinquency, and ultimately prove irrecoverable. The estimated loss is the differeweebet

the present value of expected future cash flows, taking cognisance of expected portfolio sales prices,
and the carrying amount of the portfolio.

Loan rescheduling is a concession which could be granted by the Bank, in certain circumstances, in
respon§ (2 | Odzaid2YSNRa NBljdzSado P'YRSNI OSNIFAY
rescheduling to borrowers by agreeing to modify the contractual payment terms of loans in order to
improve the management of customer relationships, maximise collecaportunities and, if possible,

avoid default. Rescheduling occurs when a customer applies to extend the loan repayment date, subject
to the immediate payment of a rescheduling fee. Rescheduling is only granted in situations where the
customer has showed willingness to repay the loan and is expected to be able to meet the obligation
Ftt26Ay3a GKS SEGSyarzy 2F (GKS ONBRAG LISNAZRO

number of rescheduling measures together with the minimum period of theyBl Qa NBft | (A 2y &

the customer before a rescheduling measure can be considered. Rescheduling usually takes place
before due date, but the rescheduling option is also available after the due date.

The Bank has a formal rigorous debt collectiongyodiutlining the manner in which the Bank deals with

past due loans and advances. This policy has been approved by the Bank for use within the operations
in the respective territories with formal documented adaptations for the respective territories. The
policy highlights the prescribed actions, channels and mechanisms utilised to follow up on outstanding
exposures indicating the precise point in time at which the respective actions are taken and allocating
roles and responsibilities within the Bank ingliespect. The collection policy focuses on the extent to
which collection activities are carried out by the Bank and the stage or phase at which external
collection companies are utilised.

The revised Banking Rule BR/09: Measures Addressing CrediARsshg from the Assessment of the
Quality of Asset Portfolios of Credit Institutions Authorised under the Maltese Banking Act, 1994
requires banks to allocate funds to the General Banking Risks reserve for cover against potential risks
f Ay 1 SR (2norp&iSrmingtlofris @nd advances. This allocation is to occur over a-yiesse

period, with a 30% allocation during the financial year ended 31 December 2013, and a 30% allocation
both in the financial years ended 31 December 2014 and 31 December 200t current year
Fft20F0A2Y ' Y2dzyiSR (2 enoyZIXddrt o-perfonming portignoE 0y H U
the loans portfolio at 31 December 2015.

Information on credit quality of loans and advances to customers
The Bank reviews and gradesvadces to customers using the following internal risk grades:
Performing

- Regular
- Waitch
- Substandard

Non-performing

- Doubtful
- Loss
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Regular

CKS . +Fyl1Qa ft2lya YR I ROFryOSa G2 Odzai2YSNE 6KAO
respect ofwhich payment is not overdue by 30 days and no recent history of customer default exists.
Management does not expect any losses from 4panformance by these customers, which are
considered as fully performing.
Watch
Loans and advances that attract thistegory principally comprise those where payment becomes
overdue by 30 days and over but not exceeding 60 days.
Substandard
Exposures that are categorised within this category comprise those where payment becomes overdue
by 60 days and over but not exceedifO days.
Doubtful
[2Fya YR ROFIy0OSa 6KAOK | GGNIOG + W52dzoaG¥FdAf Q 3
repayment becomes overdue by 90 days and over but not exceeding 180 days.
Loss
Loans and advances in respect of which payment becawesiue by 180 days.
Gross loans and advances to customers analysed by internal ratings:
2015 2014
€ €
Regular 34,339,137 7,609,902
Watch (up to 60 days past due) 1,865,988 3,431,809
Substandard (between 60 and 90 days past due) 2,347,464 916,100
Doubtful (between 90 and 180 days past due) 5,272,742 1,925,201
Loss (over 180 days past due) 17,569,882 9,115,739
61,395,213 22,998,751
la 2dzif AYSR LINB@Az2dzates GKS . Iyl Q&oldctie basislaRtheli T 2 f

portfolio consists of a large pool of homogeneous loans which by nature cannot be considered
individually significant. The collective assessment is carried out at country or territory level taking
cognisance of the different charamistics of the respective markets. No specific provisions for
impairment have been recognised during the current and preceding financial periods accordingly.

'a G om 5SOSYO6SN) Hnmpx ft2Flya |yR | RGIFyOSa 47
€ Mp Z d9) wekeydeemed to be past due (and not deemed individually impaired), taking cognisance of
the manner in which the Bank practically manages its collection activities. A financial asset is past due
when a customer has failed to effect payment when contuatly due, but normally, given the nature

2F GKS . lyl1Qa t2Fly LRNIF2fA2Y GKS LI A&d RdzS adl i
60 days past due. An ageing analysis of these past due loans and advances is accordingly presented
within the table above.
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6oHnAMNY €o0ZMyyXZpcpbu

geographical location:

Up to 60 days past due

Between 60 and 90 days past due
Between 90 and 180 days past due
Over 180 days past due

Up to 60 days past due

Between 60 and 90 days past due
Between 90 and 180 days past due
Over 180 days past due

Poland

Czech Republic
Sweden
Slovakia

Latvia

Estonia

GKS SyR 2F (KS NBLRNI

Still

outstanding

at 28 April

2015 2016

€ €
3,717,724 939,749
367,295 244,670
899,313 755,057
1,527,815 1,408,702
6,512,147 3,348,178
Still

outstanding
at 13 May

2014 2015

€ €

880 80
35,810 7,191
1,828,252 534,929
1,323,623 1,127,327
3,188,565 1,669,527
2015 2014

€ €
2,037,869 1,091,360
2,231,067 843,858
224,038 28,745
1,732,787 1,024,290
266,312 159,982
20,074 40,330
6,512,147 3,188,565

Base Prospectus of Ferratum Bank p.1@9|
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customers were deemed to be large exposures, prior to any eligible exemptions, in accordance with the
requirements of ParFour of the Capital Requirements Regulations (CRR), Large Exposures.

Use of collateral

2 A0K NBaLlSOoG G2 ft2rya FyR ROFryO0OSa 2NAIAYFGAY I FNER

which loans comprise approximately 1.0% (2014: 5%) of they' 1 Q& f 2+ y L2 NI TFT2f A2
2015, the Bank is the holder of financial guarantee contracts issued by other parties. These financial
guarantee contracts require the issuer to make specified payments to reimburse the holder for a loss it
incurs kecause a specified debtor fails to make payments when due. Since a financial guarantee
contract represents a guarantee on an individual loan entered into with the loan contract and is
essentially a preondition for granting the respective loan, the guaree effectively forms part of the
GSNya 2F (GKS t2Flyo LYLI ANXSY(d OKINBS& I N8 Ol ¢
accounting policy, but any impairment charges are reflected net of the financial guarantee
reimbursement. This reimbursemegives rise to the recognition of a receivable from the issuer of the
financial guarantee contract.

Loans and advances to banks

In the normal course of business, the Bank places funds and carries out transactions through
correspondent accountwith high cedit quality local listed banks and international banks having a very
high credit rating, subject to the operational requirements and the application of a limit framework.
Accordingly, such exposures are monitored through the practical use of exposite lin certain
countries, the Bank had to utilise unrated banks for placement of surplus liquidity, in view of the profile
of the banking sector in those territories. The Bank would carry out a comprehensive due diligence on
such banks, prior to engagingth such banks and on an evedtiven basis throughout the term of the
relationship.¢ KS GFo6fS&a 0St2¢ LINBaSyd |y Fylrfteara 2F GFK
agency designation at 31 December 2015 and 2014, based on Fitch credit ratihgs equivalent:

Loans and
advances
to banks

2015 €

AA 42,100
A 134,404
A 495,044
BBB+ 1,009,399
BBB 52,583
BB+ 159,663
Unrated 1,811,390
Total 3,704,583
2014 €

A+ 9,168
A 182,150
A- 15,294
BBB+ 1,508,557
BBB 99,858
D+ 62,051
Unrated 1,166,226
Total 3,043,304
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Loans and advances (from)/to group companies

The advances (from)/to a group undertaking, Ferratum Capital Oy, which were outstanding at 31
December 2015 and 2014, and which were deemed to be fghjorming, were considered to be a
large exposure for regulatory reporting purposes, prior to any eligible exemptions, in accordance with
the requirements of Part Four of the Capital Requirements Regulations (CRR), Large Exposures. These
advances were pmarily secured against the entire micro loan portfolio of all group companies that
operate in the micro finance business. Under the terms of the funding arrangement in place with the
group company, the Bank effects advances denominated in euro to the gmatity with respect to the
.hy1Qa &dzNlJ dza f AljdZARAGE YR 02NNRga TFdzyRa RSy2
FYR b2NBSIAlLY YNRBYlF F2N 4KS LildzN1J32&aSa 2F TFdzyRAY
giving rise to exposureshithose foreign currencies. The funding arrangement contemplates an
2FFaSGiAy3 LINRPOSaa o060SGsSSy GKS . Fy1Qa SdNB 21y
group company. The euro loans are subject to a fixed interest rate of 3% per annumeawhe
borrowings denominated in Polish Zloty Czech Koruna, Swedish Krona and Norwegian Krona are subject
G2 | FAESR AydSNBad NI GS 2F w2 oO6HaAamMnY wmMm:0 LIS
arrangement with the group company, referred to above, theup company has also committed to
provide cover to the Bank from any realised and unrealised gains or losses arising on foreign currencies
Fa F NBadzZ# G 2F GKS .lFyl1Qa fSyRAy3a |OGAGAGASAZ
currencies talng cognisance of the funding obtained by the Bank in those currencies.

Credit related commitments

The Bank issues financial guarantee contracts to other parties that grant-toame and other short

term credit products. Financial guarantees represgrgvocable assurances to make payments in the
event that a customer cannot meet its obligations to third parties, and carry the same credit risk as
f2Fhyad ¢KS . Iy1Qa ONBRAG NRA]l YL yl AdBnsdnbiela®dNI Y S ¢
products, described in detail in the preceding sections, is utilised for management of issuance of
guarantee contracts. The entire miel@an underwriting cycle from approval to monitoring is
considered appropriate for financial guarantee contracts as in substdheeissuance of such
guarantees, covering miclending, is essentially considered to be mitgoding.

(b) Market risk

The Bank takes on exposure to market risk, which is the risk that the fair value or future cash flows of a
financial instrument wilfluctuate because of changes in market prices. Market risks arise from open
positions in currency and interest rate products, all of which are exposed to general and specific market
movements and changes in the level of volatility of market rates or psoeb as foreign exchange
rates and interest rates.
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Foreign exchange risk

The Bank takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange
rates on its financial position and cash flows. Foreign exchange risk is the risk to earnings and value
caused by a change in foreign exchange ratesteigio exchange risk arises when financial assets or
fAILOATAGASAE INBE RSY2YAYIFGSR Ay OdzZNNByOASa GKI G
principally in Polish Zloty, Czech Koruna, Swedish Krona, Norwegian Krona and Bulgarian Lesr, Howev
the Bank is not in substance exposed to fluctuations in exchange rates with respect to the Bulgarian Lev
as this currency is pegged to the euro. During the financial year ended 31 December 2015, the Bank
extended its lending and other credit relatedtiaities to a number of other European countries which
have the Euro as their functioning currency.

The Bank manages its currency risk on an ongoing basis by ensuring that foreign currency liabilities are
utilised to fund assets denominated in the saffioeeign currency thereby matching asset and liability
positions as much as is practicable. In relation to the resultant asset and liability foreign currency
position mismatching, the Bank has entered into an agreement with a group company to provide cover
to the Bank from realised and unrealised exchange differences.

¢CKS . Fy1Q4 SELR&dNBE (2 t2fArakK wtzdez /1 SOK Y2N]
lending and credit related activities in Poland, Czech Republic, Sweden and Norwayivegpeag the
f2Flya |yR 2GKSNJ ONBRAG NBfFGSR AyaidNdHzySyda | NB
objective is to fund the activities in these countries in the same local currency. Accordingly the Bank
has entered into a funding arrangementitiv a group company, whereby the group company
O2YYAGUSR (2 LINPOGARS FR@GIyOSa (2 G4KS .lyl Ay 7Fi
denominated in specific foreign currencies in particular territories. Under the terms of the same
agreement the Bank effects advances denominated in euro to the group company; the arrangement
contemplates the offsetting of these euro advances against the foreign currency loan liabilities referred

to above. The Bank also has a funding arrangement with a thartly pcorporate with respect to
borrowings in a specific currency to fund the lending activities in a particular country.
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Total EUR PLN SEK CzZK BGL NOK Other
€ € € € € € € €
As at 31 December 2015
Financial assets
Balances with Central Bank of Malta 182 182 - - - - - -
Loans and advances to banks 3,704,583 1,609,754 213,598 1,121,948 551,531 60,215 53,519 94,018
Loans and advancés customers 43,203,453 8,115,138 17,816,295 9,314,816 7,324,849 410,386 221,969 -
Other assets 2,535,666 959,012 - 899,944 253,334 423,376 - -
Total financial assets 49,443,884 10,684,086 18,029,893 11,336,708 8,129,714 893,977 275,488 94,018
Financial liabilities
Borrowed funds 345,484 119,408 - 226,076 - - - -
Amounts owed to customers 2,783 2,126 - 542 - - - 115
Debt securities in issue 20,143,271 20,143,271 - - - - - -
Loans and advancéom/(to) group companies 3,556,593 (12,784,179) 2,575,562 9,656,449 3,816,375 - 292,386 -
Other liabilities 7,132,099 5,058,010 1,567,180 203,956 288,309 - 14,644 -
Total financial liabilities 31,180,230 12,538,636 4,142,742 10,087,023 4,104,684 - 307,030 115
Net currency exposure in financial assets/liabilities ~ 18,263,654  (1,854,550) 13,887,151 1,249,685 4,025,030 893,977 (31,542) 93,903
Commitments and contingent liabilities 1,496,947 339,670 - - - 1,157,277 - -
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Total EUR PLN SEK CzZK BGL Other

€ € € € € € €
As at 31 December 2014
Financial assets
Loans and advances to banks 3,043,304 1,804,211 319,164 535,130 375,631 9,168 -
Loans an@dvances to customers 16,370,257 3,995,515 7,859,960 1,672,958 2,741,316 100,508 -
Loans and advances to/(from) group companies 1,360,845 4,671,786 (907,841) - (2,403,100) - -
Other assets 327,638 144,237 30,771 885 57,415 94,330 -
Total financial assets 21,102,044 10,615,749 7,302,054 2,208,973 771,262 204,006 -
Financial liabilities
Borrowed funds 4,218,723 2,653,357 - 1,565,366 - - -
Other liabilities 3,230,264 1,243,331 682,172 765,083 531,177 - 8,501
Total financial liabilities 7,448,987 3,896,688 682,172 2,330,449 531,177 - 8,501
Net currency exposure in financialssets/liabilities 13,653,057 6,719,061 6,619,882 (121,476) 240,085 204,006 (8,501)
Commitments and contingent liabilities 1,473,542 352,354 - - - 1,121,188 -
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Under the scenario that the euro appreciates by 5% (2014: 5%) againsieaiint currencies, the
SFFSOG 62dzZ R 6S I RSONBIaAaS 2F emIanamInann O6HAMOY
assets with the adverse impact recognised in profit or loss. Should the euro depreciate against all
relevant currenciesby 5% @ Y p2 03X GKS SFFSOG 62dzZ R 0S | 3ALAY
carrying amount of the net financial assets and the favourable impact would be recognised in profit or
loss.

The ALCO function, through the Executive Committee, actively monitérsth | y1 Qa y SiG SEL
foreign currencies by currency, by analysing the information on financial instruments as reflected in the
tables above and by performing sensitivity analysis, given the significance of such risk to the financial
performance ofthe I y1 ® ! YRSNJ 6 KS GSN¥xya 2% (GKS . lyl1Qa T¥Fdz
referred to above, the group company has also committed to provide cover to the Bank from any
realised and unrealised gains or losses arising on foreign currencies as a&2rd@sulti KS . I y 1 Qa
activities, in certain territories, denominated in specific foreign currencies taking cognisance of the
funding obtained by the Bank in those currencies. During the year, the Bank incurred net foreign
SEOKIy3S t2aaSanhv2dnfamMyd @mcemEImond gKAOK @SNB
Interest rate risk
Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value interest rate risk is the risk that the value of a
financial instrument will fluctuate becee of changes in market interest rates.
¢KS . ly1Qa SELRA&AdMNBE (2 AyGaSNBad NI GS Nna&al a |
Floating Fixed Noninterest
rates rates bearing Total
€ € € €
At 31 December 2015
Loans and receivables:
Balances with Central Bank of Malta - - 182 182
Loans and advances to banks 226,265 - 3,478,318 3,704,583
Loans and advances to customers - 43,203,453 - 43,203,453
226,265 43,203,453 3,478,500 46,908,218
Borrowedfunds - (226,076) (119,408) (345,484)
Amounts owed to customers - (204) (2,579) (2,783)
Debt securities in issue - (19,705,627) (437,644) (20,143,271)
Loans and advances from group compal - (3,110,954) (445,639) (3,556,593)
- (23,042,861) (1,005,270) (24,048,131)
Net exposure 226,265 20,160,592 2,473,230 22,860,087
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Floating Fixed Nonrinterest

rates rates bearing Total
€ € € €
At 31 December 2014
Loans and receivables:
Loans and advances to banks 1,398,210 - 1,645,094 3,043,304
Loans and advances to customers - 16,370,257 - 16,370,257
Loans and advances to group compani - 1,360,845 - 1,360,845

1,398,210 17,731,102 1,645,094 20,774,406

Borrowed funds (2,500,000) (1,565,366)  (153,357) (4,218,723)

Net exposure (1,201,790) 16,165,736 1,491,737 16,555,683

Financial instruments issued at fixed rates potentially expose the Bank to fair value interest rate risk.

| 26S8OSNE (KS .Fyl1Q4 t2Fya YR I ROFHyOSa G2 Odadz

borrowed funds are measured at amortised cost and &er¢fore not subject to fair value interest rate

NAal® faz2z GKS . Iyl Qaloahs? revwslvingdbans an@ dinfila crédli? pfaglucts, i &
and accordingly the shoit SNY y I GdzNB 2F GKS&S aasSata YAdeA3dlr dS
risk.

As reflected above, the Bank is exposed to cash flow interest rate risk in respect of certain financial
assets and liabilities which are subject to floating interest rates. Taking cognisance of the nature of the
.yl Qa TFAyl y Gliigsfis desarinedl dapve |l ugidBr the feduibements of IFRS 7, a sensitivity

Fylrfeara Ay NBaLSOG 2F AyGiSNBadG NrdS OKIFy3asSa &
instruments. These instruments are the net resultant of floating rate assétishwnainly constitute the

.y 1Qa adzNLlJ dza fAljdzARAGE LI FOSR 6AGK o6lylaz |yR

from financial institutions, if applicable.

Management monitors the level of floating rate net instruments as a measuoasi flow risk taken

2y ® 9ELIZ&AdNB (G2 &adzOK Nx&]l 6la y2Gd RSSYSR G2 o658
rate assets and liabilities are of a short term nature. Management considers the potential impact on
profit or loss of a defined intest rate shift that is reasonably possible at the reporting date.

At the end of the reporting periods, if interest rates had increased/decreased by 100 basis points
(assuming a parallel shift of 100 basis points in yields) with all other variablesdredthnt, the pretax

result for the year would change by the following amounts determined by applying the shift to the net
variable interest exposure of the Bank at the end of the reporting periods:

2015 2014
€ €

(+) 100 bp 2,200 (11,018)

(-) 100 bp (200) 2,200
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financial instruments at carrying amounts, categorised byrneing dates, taking cognisance of the

FAdzZNIKSNJ FylFfeasSa GKS . IylQa

Ay & (i Ndnefest inté @ maturity terms. For interest bearing assets and liabilities which are subject
to fixed interest rates, the rpricing periods are equivalent to the remaining period to maturity.

As at 31 December 2015

Financial assets

Balances with Central Bank of Malta
Loans and advances to banks
Loans and advances to customers

Financial liabilities
Borrowed funds
Amounts owed taustomers
Debt securities in issue
Loans and advances

from group companies

Interest rate gap

Cumulative gap

Within one
Within year but
three over three More than
months months one year Total
€ € € €
182 - - 182
3,704,583 - - 3,704,583

24,653,862 16,494,246 2,055,345 43,208,453

28,358,627 16,494,246 2,055,345 46,908,218

(345,484) - - (345,484)
(2,783) - - (2,783)
- (437,644) (19,705,627 (20,143,271

- - (3,556,593 (3,556,593

(348,267)  (437,644) (23,262,220 (24,048,131

28,010,360 16,056,602 (21,206,875

28,010,360 44,066,962 22,860,087
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Within one

Within year but
three over three
months months Total
€ € €

As at 31 December 2014
Financial assets
Loans and advances to banks 3,043,304 - 3,043,304
Loans and advances to customers 11,466,027 4,904,230 16,370,257
Loans and advances to group companies 1,360,845 - 1,360,845

15,870,176 4,904,230 20,774,406

Financial liabilities

Borrowed funds (1,718,723 (2,500,000 (4,218,723
Interest rate gap 14,151,453 2,404,230
Cumulative gap 14,151,453 16,555,683

(c) Liquidity risk

Liquidity risk is the riskhat the Bank is unable to meet its payment obligations associated with its
financial liabilities when they fall due and to replace funds when they are withdrawn. The consequence
may be the failure to meet obligations to repay creditors and fulfil committae

¢KS . Iyl YrylF3aSa GKAa&a Nralsz o6& YIFAYGFEAYyAy3 | &f
stages of its operations. The Bank manages its asset base with liquidity in mind, and monitors future
cash flows and changes in available ligyidn a regular basis. As at 31 December 2015 and 2014, the
Lyl Qa L2222t 2F fAljdzAR laaSaa O2yarada 2F otftly
liabilities comprise predominantly borrowed funds, debt securities in issue and other funding
aNNJ y3SYSyida 6AGK FAYFYOALIfT AyadAilddziazyao ¢ KS
liquid assets by reference to outflows expected in relation to borrowed funds, debt securities in issue
and other liabilities.

Liquidity is managed by thel y{ Q& G NBF &dzZNE Fdzy OdA2y | yR GKS . Iy
includes:

1 monitoring of day to day funding, managed by monitoring future cash flows to ensure that
requirements attributable to financial liabilities can be met;

1 monitoring liquidity rdios and benchmarks against internal and regulatory requirements;

1 placing its liquid assets as shéerm deposits with other credit andinancial institutions taking
O23yAralyOsS 2F (GKS €808t 2F O2YYAGYSyiites ang R 2 dzii

T Syadz2NAy3 GKIFIG GKS t€S@St 2F GKS . Fyl1Qa fAldzAR
SELISOGSR OFraK 2dzift264a FNRY (GKS . Iy1Q&a FAYIl yOA
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Monitoring takes the form of cash flow projectisror the next day, week and month respectively, as
these are key periods for liquidity management. Management ensures that it maintains a prudent
measure of anticipated total net cash outflows in high quality liquid assets for the purposes of securing
a healthy liquidity margin, taking cognisance of the nature of its financial liabilities.

The following table discloses financial assets and liabilities at the end of the reporting period by

remaining period to maturity.

Within one
Within year but
three over three More than
months months one year Total
€ € € €
As at 31 December 2015
Financial assets
Balances with Central Bank of Malta 182 - - 182
Loans and advances to banks 3,704,583 - - 3,704,583
Loans and advances toistomers 24,653,862 16,494,246 2,055,345 43,203,453
Other assets 2,457,861 - - 2,457,861
30,816,488 16,494,246 2,055,345 49,366,079
Financial liabilities
Borrowed funds (345,484) - - (345,484)
Amounts owed tacustomers (2,783) - - (2,783)
Debt securities in issue - (437,644) (19,705,627) (20,143,271)
Loans and advances from
group companies - - (3,556,593) (3,556,593)
Other liabilities (7,132,099) - - (7,132,099)
(7,480,366) (437,644) (23,262,220) (31,180,230)
Maturity gap 23,336,122 16,056,602 (21,206,875)
Cumulative gap 23,336,122 39,392,724 18,185,849
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As at 31 December 2014

Financial assets

Loans and advances to banks

Loans and advances to customers
Loans and advances to group companies
Other assets

Financial liabilities
Borrowed funds
Other liabilities

Maturity gap

Cumulative gap

Within one

Within year but
three over three
months months Total
€ € €
3,043,304 - 3,043,304
11,466,027 4,904,230 16,370,257
1,360,845 - 1,360,845
311,380 - 311,380
16,181,556 4,904,230 21,085,786
(1,718,723) (2,500,000) (4,218,723)
(3,230,264) - (3,230,264)
(4,948987) (2,500,000) (7,448,987)
11,232,569 2,404,230
11,232,569 13,636,799
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on the remaining period at the end of the reporting period to the contractual maturity date. The
amounts disclosed in the tables are the contracturadliscounted cash flows.

Within

one

Within year but
three  over three More than Carrying
months months one year Total amount
€ € € € €

As at 31 December 2015
Borrowed funds 349,701 - - 349,701 345,484
Amounts owed taustomers 2,783 - - 2,783 2,783
Debt securities in issue - 981,196 20,492,832 21,474,028 20,143,271
Loans anq advances from group i i 5.277.02¢ 5.277.02¢  3.556.593
companies

Other liabilities 7,132,099 - - 7,132,099 7,132,099

7,484,583 981,196 25,769,861 34,235,640 31,180,230

As at 31 December 2014

Borrowed funds 1,903,876 2,594,070 - 4,497,946 4,218,723
Other liabilities 3,230,264 - - 3,230,264 3,230,264
5,134,140 2,594,070 - 7,728,210 7,448,987

(d) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with

GKS . lFy1Qa LINRPOSaaSazr LISNER2yyYySt> (SOKyothérzhae | yR
credit, market and liquidity risks such as those arising from legal and regulatory requirements and
3SySNrtte | OOSLIWSR adlyRINRa 2F O2NLIRNIGS o6SKI

responsible for the development and implementati of policies and procedures to ensure that
operational risks are managed effectively. The Bank mitigates the possibility of impact risk events
impacting the entity through the implementation of a business continuity plan, which encompasses risk
mitigation achieved through baelyp information security infrastructures, baclp disaster recovery

sites and insurance covers over particular business risks. Such mechanisms enable the Bank to operate
on an ongoing basis and limit losses in the event of sevesebss disruption.

The Bank currently uses the Basic Indicator Approach to assess its operational risk capital requirements

and accordingly allocates 15% of average projected gross income for a three year period in accordance
with the requirements of thispproach.
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2.2 Capital risk management

CKS . +Fy1Qa 202S0GA@GSa 6KSYy YIylFr3aiay3a OFLAGHEZ 6K

the statement of financial position, are:

1 to comply with the capital requirements set by tMalta FinanciaBervices Authority (MFSA)

¢ G2 &l FS3da NR GKS .lFyl1Qa FtoAftAde (2 O2yGAydzsS |
returns for shareholders and benefits for other stakeholders; and

1 to maintain a strong capital base to support the developmentobiusiness.

[ FLAGEE FRSIdzZ 08 |yR (GKS dzasS 2F NB3IdzZ I G2NE  OF LA

management, employing techniques based on the guidelines developed by the Basel Committee and
the European Union Directives, as implementedthy MFSA for supervisory purposes. The level of
hgy Fdzy Ra NBLINBaSyida GKS .lFylQa F@FrAtlFotS OF LA
adequacy from a regulatory perspective. The capital adequacy ratio is a measure of theriong
financialstrength of a bank, usually expressed as a ratio of its own funds or capital to the measure of
GKS .Fyl1Qa laasSdia 2N SELR&dNB&P ¢KS ! dziK2NAG& N
capital to riskweighted assets and instruments (the Capitaquirements ratio) at or above the
prescribed minimum of 8%. The Bank has processes to ensure that the minimum regulatory
requirements in relation to own funds are met at all times.

The capital requirements ratio expresses own funds as a proportiatslofweighted assets and eoff
balance sheet items in relation to credit risk together with notional risk weighted assets in respect of
operational risk and market risk.

The riskweighted assets are measured by means of a hierarchy of risk weightsiethssi€ording to

the nature of¢ and reflecting an estimate of credit, market and other risks associatedqstch asset

and counterparty, taking into account any eligible collateral or guarantees. A similar treatment is
adopted for offbalance sheet gposures, with some adjustments to reflect the more contingent nature

of the potential losses. Accordingly, Askighted assets are measured using th®tandardised
approachi for credit risk with risk weights being assigned to assets antbalffnce sheetnstruments
according to their asset class and credit risk mitigation. For the determination of credit assessments,
reference is made to independent rating agencies where applicable.

The following table shows the components of own funds and accordihglasis of calculation of the
hy1Qa OFLMAGEE | RSIdzZ 08 NI GAz2Y

2015 2014
€ €
Share capital 10,000,000 10,000,000
Other reserves
Reserve for General Banking Risks 535,605 96,608
Retained earnings 4,362,774 2,345,324
Less:
Intangible assets (360,268) -
Total original own funds/Total own funds 14,538,111 12,441,932
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The table below summarises the computation of the regulatory capital ratio of the Bank as at the end of
the reporting period. Duringthe financial year under review, the Bank complied with all the externally
imposed capital requirements to which it was subject with a significant buffer over and above the

prescribed minimum.

Notional  Risk weighted
amount assets
€ €
As at 31December 2015
Credit risk:
Balances with Central Bank of Malta 182 -
Loans and advances to banks 3,704,583 1,390,726
Loans and advances to customers 43,203,453 32,402,592
Other assets 3,061,081 3,061,081
Off-balance sheet items 1,157,277 867,958
51,126,576 37,722,357
Operational risk 48,947,514
Total risk weighted assets 86,669,871
Own funds 14,538,111
Capital requirements ratio 16.77%
Notional  Risk weighted
amount assets
€ €
Asat 31 December 2014
Credit risk:
Loans and advances to banks 3,043,304 864,545
Loans and advances to customers 16,370,257 12,277,693
Loans and advances to group companies 1,360,845 1,360,845
Other assets 428,853 428,853
Off-balance sheet items 1,294,452 970,839
22,497,711 15,902,775
Operational risk 37,912,514
Total risk weighted assets 53,815,289
Own funds 12,441,932
Capital requirements ratio 23.1%
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2.3 Fair value of financiahstruments

At 31 December 2015 and 2014, the carrying amounts of loans and advances to banks, loans and
advances to customers, other assets, borrowed funds, amounts owed to customers, debt securities in
issue, loans and advances from group companies atheroliabilities reflected in the financial
statements are reasonable estimates of fair value in view of the nature of these instruments and the
short period of time between the origination of the instruments and their expected realisation or
liquidation.

Critical accounting estimates, and judgments in applying accounting policies

Estimates and judgments are continually evaluated and based on historical experience and other
factors including expectations of future events that are believed to be resdenunder the
circumstances.

In the opinion of the directors, the accounting estimates and judgments made in the course of
preparing these financial statements are not difficult, subjective or complex to a degree which would
warrant their description asritical in terms of the requirements of IAS 1, other than those related to
calculating loan impairment allowances on collectively assessed loans and advances. The directors
believe there are no areas involving a higher degree of judgment that have thesigogicant effect

on the amounts recognised in the financial statements; and there are no key assumptions and other key
a2dz2NOSa 2F SaidAYlLGA2y dzy OSNIIFAyde NBfFGAy3a G2 S
or complex judgments, otlrehan as highlighted below.

3.1 Impairment of loans and advances

¢KS . Fyl1Qa |002dzyiAy3d LRtAOE FT2N) t2aa8Sa [NAR&aAAyY3
described in accounting policy Note 1.4 to the financial statements. Loan impairailentances
NBLINBaSyid Yryl3asSySyiQa o6SadGd SaidAayYlrasS 2F t2aala
Management is required to exercise judgement in making assumptions and estimates when calculating
loan impairment allowances on collectively assed loans and advances.

The methods used to calculate collective impairment allowances on homogeneous groups of loans and
advances that are not considered individually significant are disclosed in accounting policy Note 1.4 to
the financial statements.fiey are subject to estimation uncertainty, in part because it is not practicable

to identify losses on an individual loan basis in view of the large number of individually insignificant

loans in the portfolio.

The estimation methods include the use of &éital analysis of historical information, supplemented
with significant management judgement, to assess whether current economic and credit conditions are
such that the actual level of incurred losses is likely to be greater or less than that sugggsted b
historical experience. In normal circumstances, historical experience provides the most objective and
relevant information from which to assess inherent loss within the portfolio.

In certain circumstances, historical loss experience provides lessan¢lénformation about the
inherent loss in the portfolio at the reporting date, especially where changes in economic, regulatory or
behavioural conditions influence the most recent trends in portfolio risk. These factors will not be fully
reflected in thestatistical models, since the statistical model is based on historical experience. Such risk
factors are taken into account by adjusting the impairment allowances derived solely from historical
loss experience.
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4,

5.

6.

Risk factors include loan portfolio growtlunemployment rates, bankruptcy trends, geographical
concentrations, loan product features, economic conditions such as national and local trends, the level
of interest rates, account management policies and practices, changes in laws and regulations, and
other influences on customer payment patterns. Different factors are applied in different countries or
territories to reflect the effect of local economic conditions, and laws and regulations. The methodology
and the assumptions used in calculating inmpeEnt losses are reviewed regularly in the light of
differences between loss estimates and actual loss experience. For example, roll rates are regularly
benchmarked against actual outcomes to ensure they remain appropriate.

However, the exercise of judgemt requires the use of assumptions which are highly subjective and
very sensitive to the risk factors, in particular to changes in economic and credit conditions across
geographical areas. Many of the factors have a high degree of interdependency ardgher single
factor to which loan impairment allowances as a whole are sensitive, though they are particularly
sensitive to general economic and credit conditions. It is possible that the outcomes within the next
financial year could differ from the asmptions used, and this could result in a material adjustment to
the carrying amount of loans and advances.

Balances with Central Bank of Malta

2015 2014
€ €
Mandatory reserve deposit with Central Bank of Malta 182 -
Loans anchdvances to banks
2015 2014
€ €
Current:
Repayable on call and at short notice 3,704,583 3,043,304

Loans and advances with a contractual maturity of three months or less are included in cash and cash
equivalents for the purposes of the statement of cash flows (Note 26).

Loans and advances to customers

2015 2014
€ €
Current:
Term loansand advances to customers 43,203,453 16,370,257
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Loans and advances to customers consist of loans granted to individuals and are principally unsecured.
¢tKS f2Fya FYR FR@GIFyOSa INB STFSOlA@Ste &adzomeSoi
(process, rescheduling, reminder fees and othersfegtributable to revolving credit facilities) are
amortised over the expected term of the loan using the effective interest method. Process, reminder
and other revolving credit fees due are reflected as part of the carrying amount of the loans receivable
up to the extent of amounts amortised and recognised in profit or loss. The amount of rescheduling
fees received but not yet amortised and recognised in profit or loss are deducted from the carrying
amount of the loans receivablélhe carrying amount foloans and advances to customers is further
analysed as follows:

2015 2014

€ €

Face value of loans and advances 47,423,530 17,437,392
Amortised process and reminder fees 14,133,058 5,783,097
Unamortised rescheduling fees (161,375) (221,738)
Collective impairment allowances (18,191,760) (6,628,494
Carrying amount 43,203,453 16,370,257

The movements in collective impairment allowances with respect to loans and advances to customers
are analysed as follows:

2015 2014

€ €

At beginning of the year 6,628,494 1,420,422
Increase in allowancesharge to profit or loss 13,835,065 5,280,841

Loans and advances to customers written off during the year (2,215,103) -
Exchange differences (56,696) (72,769)
At end ofthe year 18,191,760 6,628,494
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7.

Loans and advances (from)/to group companies

2015 2014
€ €
Current:
Advances (from)/to group company (3,556,593) 1,360,845
The movements in the loans and advances are analysed below:
2015 2014
€ €
At beginning of the year 1,360,845 -
Net advances effected (from)/to group companies (1,580,408) 7,066,732
Repayments (3,337,030) (5,705,887
At end of the year (3,556,593) 1,360,845

During the financial years ended 31 December 2015 and 2014, the Bank effected financing transactions,
comprising advances and repayments thereof with a group company, Ferratum Capital Oy, in terms of a
funding arrangement entered into with this entity. d¢e advances were primarily secured against the
entire micro loan portfolio of all group entities that operate in the micro finance business. This security
was held by the Bank as a continuing security for the payment of all sums of money which became due
and payable by Ferratum Capital Oy. These advances are repayable in December 2017, however the
Bank may demand repayment at any time.

Under the terms of the funding arrangement in place with the group company, the Bank effects

advances denominated indeNRE (2 GKS 3ANRdzL) O2YLI ye G6AGK NBaLISOI

borrows funds denominated in Polish Zloty, Czech Koruna, Swedish Krona and Norwegian Krona for the
LJzN1J2 aSa 2F FdzyRAy3d (GKS . FylQa f SefidekpbsiredirOtiosed A (i A
foreign currencies.

The latter borrowings constitute repayments of the euro advances effectively. The funding arrangement
O2yGSYLX GSa |y 2FFasSdiaiay3a LINRPOSaa o0SiGeSSy (KS
borrowings fom, the group company. The euro loans are subject to a fixed interest rate of 3% per
annum, whereas borrowings denominated in Polish Zloty, Czech Koruna, Swedish Krona and Norwegian
Krona are subject to a fixed interest rate of 8% (2014: 11%) per anAunoffsetting arrangement is

Ffaz2 O2ydSYLX I GSR 6AGK NBaLSOG G2 GKSasS AyidSNS
arrangement with the group company, referred to above, the group company has also committed to
provide cover to the Bank from anyalésed and unrealised gains or losses arising on foreign currencies

Fa | NBadzZ & 2F (GKS .lFyl1Qa SyRAy3a OGAGAGASAZ
currencies taking cognisance of the funding obtained by the Bank in those currencies.

As at 31 December 2015, the Bank had a balance payable to Ferratum Capital Oy, under the funding
arrangement referred to above.
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8.

Property, plant and equipment

At 1January 2014
Cost
Accumulated depreciation

Net book amount

Year ended 31 December 2014
Opening net book amount
Additions

Depreciation charge

Closing net book amount

At 31 December 2014
Cost
Accumulateddepreciation

Net book amount

Year ended 31 December 2015
Opening net book amount
Additions

Depreciationcharge

Closing net book amount

At 31 December 2015
Cost
Accumulated depreciation

Net book amount

Intangible asset

Year ended 31 December 2015
Additions

Closing net book amount

At 31 December 2015
Cost

Net book amount

Furniture Computer Office
and fittings hardware equipment Total
€ € € €

38,369 31,205 8,270 77,844
(2,303) (5,089) (1,583) (8,975)
36,066 26,116 6,687 68,869
36,066 26,116 6,687 68,869
17,393 35,942 - 53,335
(6,440) (12,482) (2,067) (20,989;
47,019 49,576 4,620 101,215
55,762 67,147 8,270 131,179
(8,743) (17,571) (3,650) (29,964,
47,019 49,576 4,620 101,215
47,019 49,576 4,620 101,215
28,256 57,864 11,772 97,892
(8,067) (23,365) (2,528) (33,960,
67,208 84,075 13,864 165,147
84,018 125,011 20,042 229,071
(16,810) (40,936) (6,178) (63,924,
67,208 84,075 13,864 165,147

2015

€

360,268

360,268

360,268

360,268
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11

12.

Other assets

2015 2014
€ €

Current:
Amount due from immediate parent company 12,000 7,000
Amount due from group companies 1,582,420 266,692
Other receivables 863,441 37,688
Prepayments 77,805 16,258
2,535,666 327,638

Amounts due from immediate parent company and from group companies are repayable on
demand, unsecured and bear no interest.

Share capital

2015 2014
€ €
Authorised, issued and fully paid
mannnnsnnn hNRAYIFNE &aKFINBa 27 10,000,000 10,000,000
Other reserves
2015 2014
€ €
Reserve for General Banking Risks 535,605 96,608

The Reserve for General Banking Risks refers to the amount allocated by the Bank from its retained
earningstoamon-RA AGNR O dzi I 6t S NBASNWS | 3 Ay a-erfdrdginy Hahs A | €
and advances. This allocation is to occur over a tyeszr period, with a 40% allocation during the
financial year ended 31 December 2013, and a 30% allocatiom inothe financial year ended 31
December 2014 and in that ended 31 December 2015. The current year allocation amounted to
ENoyZdpptr O6HAMNY € PMZOoOyHU D
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13. Borrowed funds

2015 2014
€ €
Current:
Amounts owed to credit institution 119,408 153,357
Amounts owed to corporate entity 226,076 1,565,366
Amounts owed to other financial institution - 2,500,000

345,484 4,218,723

Amounts owed to credit institution constitutes a funding facility which is repayable on demand,
unsecured and not subject to interest.

lY2dzyda 26SR G2 O2N1IRNIGS SydGiaide NBFtSOG FdzyRAY
which fundng is repayable within a three month period from origination and is subject to a fixed
interest rate of 7.4% per annum. The loan is secured by the lending portfolio attributable to the specific

jurisdiction.

Amounts owed to other financial institutiocomprised funding which was not subject to a contractual
maturity date and could be terminated subject to a-siwnth notice period. The borrowing, which was
repaid during 2015, was subject to a floating interest rate of six months Euribor plus 7.5%.

14. Amounts owed to customers
2015 2014
€ €
Current:
Call accounts 2,783 -

Amounts owed to customers are classified as liabilities at amortised cost and are subject to fixed
interest rates.

15. Debt securities in issue
2015 2014
€ €
Non-current:

4.90% euro debt securities 20,000,000 -

Issue costs (440,000)

Amortisation of issue costs 145,627
Accrued interest expense on securities 437,644 -
20,143,271 -
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16.

17.

'd LINL 2F AGA eonZnnnInnn .2YyR L&aadz yO0S t NRINI
dated 17 July 2015, the Bank issued the first tranche of its bond offering, amounting to 200 bonds with

F y2YAY Lt @FtdzS 27F ¢ mnBubpeanSecluifesWioRsAIR MarketATAdibSnids 2 y
are subject to fixed interest of 4.90% per annum payable on 21 July 2016 and 21 January 2017. All
bonds are redeemable at par and shall become due for final redemption on 21 January 2017, however,
the Bank reerves the right to redeem the bond in particular circumstances specified in the base
prospectus dated 17 July 2015.

¢KS LINAYOALIt YR AyiSNXBaid NBLIeeyvYSyia 2y G(KS o
company, Ferratum Oyj.

Other liabilities

2015 2014
€ €
Current:
Dividend payable 2,345,324 -
Amounts due to group companies 2,845,808 1,567,838
Other payables 462,983 597,980
Other accruals 1,477,984 1,064,446

7,132,099 3,230,264

Amounts due tggroup companies are repayable on demand, unsecured and bear no interest.

Commitments

Credit related commitments

2015 2014
€ €
Financial guarantee contracts issued 1,157,277 1,294,452

Financial guarantee contracts issued, which represent irrevocable assurances that the Bank will make
payments in the event that a customer cannot meet its obligations to third parties, carry the same
credit risk as loans. The Bank issues financial guagacdetracts in respect of micdoans and other

credit products originated by other partieat the end of each reporting period, these commitments are
measured at the higher of (i) the remaining unamortised balance of the amount at initial recognition
(fees received) and (ii) the best estimate of expenditure required to settle the commitment at the end
of each reporting period.

With respect to revolving credit facilities that are issued to customers, the Bank riidrswn credit

lines that are considerederocable.With respect to credit risk on commitments to extend credit, the
Bank is potentially exposed to loss in an amount equal to the total unused commitments, if the unused
amounts were to be drawn down. However, commitments to extend credit are iniralimstances
contingent upon customers maintaining specific credit standards under the terms of this product.
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Operating lease commitmentswhere the Bank is the lessee

The future aggregate minimum lease payments payable undercaoeellable operatig leases, mainly

relating to the lease of office premises by the Bank subject to normal commercial terms and conditions,
are as follows:

2015 2014
€ €
Less than one year 251,569 174,865
More than one year and less than five years 88,101 4,225
339,670 179,090
18. Interest and similar income
2015 2014
€ €
On loans and advances to banks 2,557 6,697
On loans and advances to customers 42,578,542 18,342,029
On loans and advances to group company 207,296 -

42,788,395 18,348,726

19. Interest and similar expense

2015 2014

On borrowed funds

253,022 205,124

On loans and advances from group company 751,732 49,378
On debt securities in issue 437,644 -
1,442,398 254,502

Interest and similar expense includes a net interest cost incurred on the funding arrangement with a
INRdzL) O2YLI yeZ a RSAONAOSR AYy b23S 13 FY2dzyliAy]
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20.

21,

Fee and commission income and expense

(a) Fee and commissiancome

2015 2014
€ €
Fee income 344,210 207,742
(b) Fee and commission expense
2015 2014
€ €
Commission charges payable to a related party 33,076 -
Interbank transaction fees 2,507,565 675,766
Other fees 188,462 26,095
2,729,103 701,861
Net trading gains
2015 2014
€ €
Net foreign exchange gains - -
'YRSNJ GKS GSNxya 2F GKS . Fyl1Qa FdzyRAYy3 I NNFy3ISYS
group company has also committed to provide cover to the Bank from any realised and unrealised gains
or losses arising on foreign currencies as aresult &S . I y1 Qa f SyRAy 3 I OGA OA
denominated in specific foreign currencies taking cognisance of the funding obtained by the Bank in
K248 OdINNBYyOAS&d 5dzNAYy3d GKS @SINE GKS .ly3 AyO

OHnAmMNnY emcmImMony GKAOK 6SNB 02NyYyS o6& GKS 3INEPdzLI
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22, Expenses by nature

2015 2014
€ €

Employee benefit expense (Note 23) 4,535,017 2,422,074
Annual statutory audit remuneration 47,200 47,200
Depreciation of property, plant anglquipment (Note 8) 33,960 20,989
Information technology costs 175,373 161,837
Property rental expenses 239,749 163,801
Consultancy and business development costs 6,710,128 3,767,178
Other administrative expenses 5,997,272 1,993,637

17,738,699 8,576,716

Other administrative expenses comprise services or expense items which are incurred in the course of
GKS . ly1Qa 2LISNIiAz2yad

l dZRAG2NDE NBYdzySNI GAz2y

Fees charged by the auditor for services rendered during the financiatglages to the following:

2015 2014
€ €
Annual statutory audit 47,200 47,200
Other nonaudit services 159,000 127,000
206,200 174,200
23. Employee benefit expense
2015 2014
€ €
2 3S&a YR alfl NASAE O0AyOf dzRAY:Z 3,857,879 2,102,653
Social security costs 617,138 258,908
4,475,017 2,361,561
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The average number of persons employed by the Bank during the period:

2015 2014
- Senior managerial 9 6
- Operational/administrative 163 95
172 101
24, S5ANBOG2NREQ SY2fdzvYSyida
2015 2014
€ €
Salaries, fees and other emoluments 318,540 318,513
25. Tax expense
2015 2014
€ €
Current taxexpense 2,585,569 1,309,892

The tax on the profit before income tax is equivalent to the theoretical amount that would arise using
the tax rate applicable as follows:

2015 2014

€ €
Profit before tax 7,387,340 3,742,548
Tax charge for the year 2,585,569 1,309,892
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26. Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise balances with
contractual maturity of not more than three months, which form &y 4§ SaANJF £ LI NI 2 F {KS

management:
2015 2014
€ €
Cash and balances with Central Bank of Malta (Note 4) 182 -
Loans and advances to banks (Note 5) 3,704,583 3,043,304
Borrowed funds (Note 13) (345,484) (1,718,723

3,359,281 1,324,581

Borrowed funds, which are repayable on demand or within three months from origination, are treated
Fa Ol aK SldzA@ltSyda +ta GKS& F2NY |y AyaGSINIE LI NG

27. Dividends

2015 2014

€ €

Dividends declared by the Bank 2,345,324 -
euro cent per sharenet 235 -

During the year ended 31 December 2015, the Bank declared a final net dividend of 23.5 euro cent per
share (gross dividend of 36 euro cent per share).

28. Related party transactions

CSNNJ Gdzy he2a Aa GKS . Fy1Qa dZ GAYIFGS LI NByd O2YLJ vy
Holding Oy. All entities, which are ultimately controlled by Ferratum Oyj, are considered by the
directors to be related pantis. The ultimate controlling party of Ferratum Bank plc is Mr Jorma Jokela,
who holds a majority stake in the share capital of Ferratum Oyjj.

During the financial years ended 31 December 2015 and 2014, the Bank effected financing transactions,
comprisingadvances and repayments thereof with a group company, Ferratum Capital Oy, in terms of a
funding arrangement entered into with this entity. Transactions entered into under this agreement are
disclosed within Note 7, as are the terms and conditions, inclydnaturity, interest and collateral
terms, of all such transactions. Under the arrangement with Ferratum Capital Oy, the group company
has also committed to provide cover to the Bank from any realised and unrealised gains or losses arising

on foreign dzZNNBy OASa | a | NBadzZd 2F GKS . lFyl1Qa fSyRAy3
specific foreign currencies taking cognisance of the funding obtained by the Bank in those currencies.
During the year, the Bank incurred net foreign exchangedoS & | Y2dzy GAy 3 (G2 e€TnXIun

borne by the group company (refer to Note 21). Interest income and expense attributable to these
loans and advances is presented in the following table.
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The following principal transactions were carried out with rethfparties, comprising mainly group
companies:

2015 2014
€ €
Interest receivable from group company (Note 18) 207,296 -
Interest payable to group company (Note 19) (751,732) (49,378)
Recharge of expenses from ultimate parent company:
Information technology costs, marketing fees
and other costs (1,531,452) (441,797)
Recharge of marketing and staff training expenses from
other group companies (1,572,946) (840,946)
Consultancy services provided by key management personnel (113,365) (108,678)
Dividend payable to group company (Note 27) (2,345,324) -

Amounts owed from/to group companies are disclosed in Notes 10 and 16.

¢tKS . lFyl1Qa RANBOG2NA NS RSSYSR (2 068
FOGAGAGASAD YS@ YIylF3aSYSyid LISNBR2YYSt
disclosed in Note 24.

A
02

Statutory information

Ferratum Bank plc is a limited liability company and is incorporated in Malta.

The immediate parentompany of Ferratum Bank plc is Ferratum (Malta) Holding Limited, a company
registered in Malta, with its registered address at Tagliaferro Business Centre, Level 6, 14, High Street,
Sliema, Malta. The immediate parent company is the holder of the entttianary share capital of the

Bank, with the exception of one ordinary share which is held by Ferratum Oyj, previously known as JT
Family Holding Oy.

The ultimate parent company of Ferratum Bank plc is Ferratum Oyj, a company registered in Finland,
with its registered address at Ratamestarinkatu 11 A, Helsinki 00520, Finland. The financial statements
of Ferratum Bank plc are included in the consolidated financial statements prepared by Ferratum Oyj,
which consolidated financial statements are available fork S dzf GAYF 0SS LI NByd Oz
address.
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Independent auditor's report
To the Shareholders of Ferratum Bank plc
Report on the Financial Statements for the year ended 31 December 2015

We have audiled the financial statements of Ferratum Bank plc on pages 5 lo 54 which comprise the
statement of financial position as at 31 December 2015 and the statemenis of comprehensive income,
changes in equity and cash flows for the year then ended and a summary of significant accounting policies
and other explanatory information.

Directors’ Responsibity for the Financial Statements

As explained more comprehensively in the Statement of directors’ responsibilities for the financial
siatements on page 2, the directors are responsible for the preparation of financial stalaments that give a
true and fair view in accordance with International Financlal Reporting Standards (IFRSs) as adopted by
the EU and the requirements of the Maltese Banking Act, 1994 and the Maltese Companies Act, 1995, and
for such internal control as the direciors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibiity

Our responsibility is to express an opinien on these financial statements based on our audil. We conducted
our audit in accordance with International Standards on Auditing. Those Standards require thal we comply
with ethical requirements and plan and perform the audit fo obtain reasonable assurance about whether
{he fimancial statements are free from material misstatement.

An audit involves performing procedures to oblain audit evidence about the amounts and disclosuras in the
financial statements. The procedures selected depend on the audilor's judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
of financial statemenis that give a true and fair view in order lo design audit procedures thal are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the enlily's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting eslimates made by the direclors, as well as evaluating the overall
preseniation of the financial statements,

We balieva that the audit evidence we have oblained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinian
In aur apinion the financial statements:

« give a true and fair view of the financial position of the Bank as al 31 December 2015, and of ils
financial performance and its cash flows for the year then ended in accordance with IFRSs as
adopled by the EU; and

= have been propery prepared in accordance with the requirements of the Maltese Banking Act,
1994 and the Maltese Companies Act, 1985,
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Independent auditor’s report - continued
To the Shareholders of Ferralum Bank ple - continued

Report on Other Legal and Regulatory Requirements for the year ended 31 December 2015

Opinion on other matters prescribed by the Mallese Banking Act, 1584
In our opinien:

i) we have obiained all the information and explanations which to the best of our knowledge and beliaf
were necessary for the purpose of our audit;

i} proper books of accoun have been kept by the Bank, so far as appears from our examination of those
books;

i} the Bank's financial statements are in agreement with the books of account; and
i} o the best of our knowledge and according to the explanations given to us, the financial stalements
give the information required by any law in force in the manner so required.

We also have responsibiliies under the Maltese Companies Act, 1995 fo report o you if, in our opinion:

s  The information given in the direclors’ report is not consistent with the financial stalemenis.

=  Proper returns adequate for our audit have not been received from branches not visited by us.

s | certain disclosures of directors’ remuneration specified by law are not made in the financial
statements, giving the required particulars in our report.

We have nothing to repor to you in respect of these responsibilities,

PricewaterhouseCoopers

78 Mill Streat
Qormi
Malla

(B

Fabio Axisa
Pariner

28 April 2016
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Independent auditor’s report

To the Shareholders of Ferratum Bank Limited
Report on the Financial Statements for the year ended 31 December 2014

We have audited the financial statements of Ferratum Bank Limited on pages 5 to 50 which comprise tha
statement of financial position as at 31 December 2014 and the statements of comprehensive income,
changes in equity and cash flows for the year then ended and a summary of significant accounting
policies and other explanatory information.

Directors’ Responsibility for the Financial Statements

As explained more comprehensively in the Statement of directors’ responsibilities for the financial
statements on page 2, the direclors are responsible for the preparation of financial statements that give a
true and fair view in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the EU and the reguirements of the Maltese Banking Act, 1994 and the Maltese Companies Act, 1995,
and for such internai conirol as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error,

Auditor’s Responsibiiity

Our responsibility is to express an opinion on these financial statements based on cur audit. We
conducted our audit in accordance with International Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the audit to obtain reascnable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. Tha procedures selected depend on the auditor's judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error.  In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation of financial statements that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s intemal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion the financial statements
* give a true and fair view of the financial position of the Bank as at 31 December 2014, and of its
financial performance and its cash flows for the year then ended in accordance with IFRSs as
adopted by the EU; and
* have been properly prepared in accordance with the reguirements of the Maltese Banking Act,
1994 and the Maltese Companias Act, 1995.
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