@ ProCredit

INTERIM REPORT AS OF 30 JUNE

2023




Contents

Interim Group Management REPOrt...... s 3
Fundamental information about the group 3
Report on the economic position 4
Risk Report 12
Outlook 25
Condensed Consolidated Interim Financial Statements .......cccccecorererenenee. 26
Consolidated Statement of Profit or Loss 26
Consolidated Statement of Other Comprehensive Income 27
Consolidated Statement of Financial Position 28
Consolidated Statement of Changes in Equity 29
Consolidated Statement of Cash Flows (condensed) 30
Notes to the Condensed Consolidated Interim Financial Statements 31
Significant accounting principles 31
1 Basis of accounting 31
2 Principles of consolidation 32
Notes to the Consolidated Statement of Profit or Loss 32
3 Net interest income 32
4 Net fee and commission income 33
5 Loss allowance 33
6 Income tax expenses 33
7 Segment reporting 33
Notes to the Consolidated Statement of Financial Position 36
8 Cash and central bank balances 36
9 Financial instruments and contingent liabilities by stages 36
10 Loans and advances to customers 36
11 Debt securities and subordinated debt 38
12 Provisions 38
13 Fair value of financial instruments 39
Additional Notes 40
14 Regulatory own funds 40
15 Contingent liabilities 40
16 Related party transactions 41
17 Other information 41
18  Events after the reporting period 41
Responsibility of the legal representatives 43
Review report 44



Interim Group Management Report | Fundamental information about the group 3

Interim Group Management Report

FUNDAMENTAL INFORMATION ABOUT THE GROUP

Our strategy

The activities of the ProCredit group comprise the financing of Small and Medium-sized Enterprises (SMEs)
and direct banking for private clients. We operate in South Eastern Europe, Eastern Europe, South America
and Germany. The superordinated company of the group is ProCredit Holding, based in Frankfurt am Main.

Through our business activities we aim to sustainably provide a return on investment for our shareholders
while making a contribution to economic, social and ecological development. Our business strategy is based
on long-term relationships with our clients and staff as well as a conservative approach to risk. The group
does not engage in speculative lines of business.

We aim to be the "Hausbank” for our clients, and thus to be their first point of contact for financial matters.
Our SME clients typically have financing needs ranging from EUR 50 thousand to the single-digit millions. As
specialists in financing SMEs, we understand the particular challenges these clients face and the specific
needs they have, often going well beyond just loans. We offer banking services in terms of financing, account
operations, payments and deposit business, and we also support our clients in their long-term investment
projects. In addition, we offer efficient solutions for trade finance business and international payments
through our network of banks.

In addition to serving SMEs, we also pursue a direct banking strategy for private clients, particularly the
growing middle class. As a general rule, we interact with our private customers exclusively via digital
channels, offering them a full range of online services combined with personal customer care. With our direct
services, we aim to stand out from other providers in our markets in terms of convenience, security and
transparency.

Accountability is part of our culture. An integral part of the business strategy is our aim to have the smallest
possible impact on the environment and to pro-actively bring about a shift in thinking, with greater focus on
sustainability. Environmental awareness, consideration of the impact of our actions on the environment and
understanding climate change impacts have always been highly relevant to the ProCredit group and its
clients. We coordinate our actions using a comprehensive environmental management system and we aim to
promote sustainable development in all forms. Our environmental management system encompasses both
internal and external dimensions, enabling us to manage the impact of our own business activities, and that
of our customers, on the environment. Internal measures include controlling and reducing the environmental
footprint of the individual ProCredit institutions. Key external aspects of environmental management are the
strict application of our Exclusion List in lending business and, as part of the credit risk assessment, an annual
review of sustainability factors regarding the impact of our client's operations on the environment and
society. We believe that our banks can make an important contribution with these measures by promoting
sustainable economic development in our countries of operation through green investment projects,
particularly in the areas of energy efficiency and renewable energies, and through green investments in
waste management or organic agriculture.
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REPORT ON THE ECONOMIC POSITION

Course of business operations

Our business performance was positive in the first six months of the year, particularly with regard to the very
good financial results. Nonetheless, we view these developments in the context of the war in Ukraine, which
continues to preoccupy us on a human level and in business terms. In Ukraine, we are selectively reducing our
loan portfolio and restricting new business primarily to our existing customers outside the conflict zone. At
the same time, we find the good financial results and solid credit risk indicators of our Ukrainian bank to be
very encouraging. In addition to the war in Ukraine and the banking crises in the USA and Switzerland at the
beginning of the year, the overall economic environment is also characterised by high inflation and further
geopolitical tensions. Nevertheless, in this environment our banks are able to report almost exclusively
positive, in some cases very positive, financial figures, helping to achieve a return on equity at the end of the
first half of the year that already underscores our medium-term ambitions.

in EURm
Statement of Financial Position 30.6.2023 31.12.2022 Change
Loan portfolio 6,156.0 6,107.7 48.2
Deposits 6,458.1 6,289.5 168.6
Statement of Profit or Loss 1.1.-30.6.2023 1.1.-30.6.2022 Change
Net interest income 155.7 124.8 30.8
Net fee and commission income 28.9 26.3 2.6
Operating income 191.8 160.2 31.6
Personnel and administrative expenses 114.5 96.3 18.2
Loss allowance 0.5 57.3 -56.8
without contribution of PCB Ukraine 0.2 0.8 -0.7
Profit of the period 64.1 7.7 56.4
without contribution of PCB Ukraine 51.7 42.0 9.7
Key performance indicators 1.1.-30.6.2023 1.1.-30.6.2022 Change
Change in loan portfolio 0.8% 6.2% -5.5 pp
without contribution of PCB Ukraine 1.5% 6.0% -4.5 pp
Cost-income ratio 59.7% 60.1% -0.4 pp
Return on equity (annualised) 14.2% 1.8% 12.4 pp
without profit contribution of PCB Ukraine 11.2% 9.6% 1.6 pp
30.6.2023 31.12.2022 Change
Common Equity Tier 1 capital ratio 14.2% 13.5% 0.7 pp
Additional indicators 30.6.2023 31.12.2022 Change
Deposits to loan portfolio 104.9% 103.0% 1.9 pp
Net interest margin (annualised) 3.5% 3.1% 0.4 pp
Cost of risk (annualised) 2 bp 174 bp -172 bp
without contribution of PCB Ukraine 1bp 33 bp -33 bp
Share of defaulted loans 3.2% 3.3% -0.1 pp
without contribution of PCB Ukraine 2.3% 2.4% -0.1 pp
Stage 3 loans coverage ratio 62.4% 61.8% 0.6 pp
without contribution of PCB Ukraine 51.2% 50.0% 1.2 pp

Green loan portfolio 1,239.3 1,231.1 8.2
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Assets

As of 30 June 2023, total assets had increased by EUR 173.3 million, or 2.0%, compared to year-end 2022.
This is mainly due to additional loans and advances to banks, investment securities and loans and advances to
customers. Our loan portfolio increased slightly by EUR 48.2 million compared with the end of the year.

Volume (in EUR m)

7,000
6,000
] [] []
5,000 -
=

4,000
3,000
2,000
1,000

0

31.12.2019 31.12.2020 31.12.2021 31.12.2022 30.06.2023
< EUR 50,000 m EUR 50,001 to 250,000 m EUR 250,001 to 500,000 EUR 500,001 to 1,500,000 > EUR 1,500,000

Loan portfolio development, by loan volume

Liabilities and equity

The total portfolio of our liabilities increased by EUR 104 million since the beginning of the year, mainly due
to the positive development of deposits. At the same time, customer deposits are the most important source
of funding for our group. The total increase in deposits of EUR 169 million, or 2.7%, was mainly generated by
additional term deposits from business and private clients. The deposit-to-loan ratio improved by
1.9 percentage points from year-end 2022 to 104.9%.
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We had a solid liquidity position at all times during the reporting period. At the end of the first half of 2023,
the liquidity coverage ratio (LCR) was 177% (as of 31 December 2022: 155%).

Equity increased by EUR 69 million compared to year-end 2022, mainly on the basis of the current
consolidated result. The Common Equity Tier 1 capital ratio (CET1 fully loaded) is 14.2% at 30 June 2023, up
0.7 percentage points from the year-end 2022 level. The group's capitalisation continues to be stable.

Result of operations

We consider the results in the first half of the year to be very positive overall. Our consolidated result of
EUR 64.1 million corresponds to a return on equity of 14.2% and is significantly higher than our result for
the same period last year, which had been heavily impacted by the war of aggression against Ukraine. The
current consolidated result is above our already updated guidance for the current financial year (RoE of 8-
10%) and even exceeds our medium-term target (RoE of approx. 12%). This reflects the steady, positive
development of our banks, as characterised by loan portfolios that are generally showing growth, rising net
interest income and net fee and commission income, and improved return on equity and cost-income ratios,
all of which highlights the group's strong earning potential. At the same time, the overall environment in
which we do business is being shaped by the war in Ukraine and all its repercussions, which continues to
preoccupy us in both human and business terms. ProCredit Bank Ukraine was able to report positive profit of
EUR 12.4 million for the first half of 2023, following high expenses for loss allowances in the 2022 financial
year. This corresponds to an annualised return on equity of 39.7%.
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Our net interest income showed a clear increase of EUR 30.8 million or 24.7% over the previous year's period.
Interest income increased by EUR 68.2 million, while interest expenses grew by EUR 37.3 million. The growth
in interest income is primarily due to key interest rate increases, which had an impact on our customer loan
portfolio and also led to higher interest rates on central bank balances and bonds. The rise in interest
expenses is mainly attributable to higher interest rates on savings and term deposits for business and private
clients and on liabilities to banks. The net interest margin was 3.5%, which is 0.4 percentage points above the
margin for the whole of 2022.

Net fee and commission income also increased by EUR 2.6 million or 9.9%. In particular, income from debit
and credit card transactions and from payment transactions improved. The result from foreign exchange
transactions improved by EUR 2.8 million or 27.7%; the result from derivative financial instruments and
hedging relationships, the result from the derecognition of financial instruments at amortised cost (due to a
partial waiver of receivables from Ukrainian borrowers) and also the other operating result decreased by
EUR 4.6 million. Overall, we were able to report a clear increase of EUR 31.6 million or 19.7% in operating
income.

Personnel and administrative expenses grew by EUR 18.2 million or 18.9%. Higher expenses for salaries, IT
and marketing, as well as the generally inflationary environment, were the main drivers here. In addition,
there were extraordinary legal and consulting expenses amounting to EUR 1.7 million, in particular in
connection with the planned change in legal form for ProCredit Holding. Overall, the group's profit before
tax and loss allowances increased significantly by EUR 13.4 million or 21.0% to EUR 77.3 million. Our cost-
income ratio improved slightly, moving 0.4 percentage points to 59.7%.

Loss allowances declined by EUR 56.8 million to a total of EUR 0.5 million, mainly because the previous year's
expenses were heavily influenced by the war in Ukraine. Loss allowances as of 30 June 2023 correspond to a
cost of risk of 2 basis points, which is significantly lower than the previous year's level (174 basis points).

Overall, our consolidated result increased by EUR 56.4 million compared to the same period in the previous
year up to EUR 64.1 million, in particular due to lower expenses for loss allowances as well as higher net
interest income; this corresponds to an annualised return on equity of 14.2%. The consolidated result
excluding the contribution from ProCredit Bank Ukraine also improved by EUR 9.7 million or 23.2% to a level
of EUR 51.7 million, in particular due to the increase in operating income; this corresponds to a return on
equity of 11.2%.

The share of defaulted loans improved slightly, declining by 0.1 percentage points compared to year-
end 2022. Also from a group perspective, excluding the contribution of ProCredit Bank Ukraine, the share of
defaulted loans improved slightly to 0.1 percentage points below the previous year's level. The ratio of loss
allowances to loans in Stage 3 increased by 0.6 percentage points to 62.4%.

Overall, the half-year result is above our guidance for the 2023 financial year, which is based on cautious
estimates regarding margin development and credit risk costs.

Segment overview

Developments in our geographic segments South Eastern Europe, Eastern Europe, South America and
Germany will be discussed below.
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in '000 EUR 1.1.-30.6.2023 1.1.-30.6.2022
South Eastern Europe 44,750 36,393
Eastern Europe 26,242 - 25,039
South America - 355 1,070
Germany* - 6,576 -4721
Profit of the period 64,061 7,703

* Segment Germany includes consolidation effects

South Eastern Europe

in EURm

Statement of Financial Position 30.6.2023 31.12.2022 Change
Loan portfolio 4,489.3 4,395.7 93.5
Deposits 4,682.3 4,566.3 115.9
Statement of Profit or Loss 1.1.-30.6.2023 1.1.-30.6.2022 Change
Net interest income 99.5 71.6 27.9
Net fee and commission income 18.4 16.8 1.6
Operating income 121.3 93.7 27.6
Personnel and administrative expenses 66.3 53.4 12.9
Loss allowance 4.5 -0.2 4.7
Profit of the period 44.7 36.4 8.4
Key performance indicators 1.1.-30.6.2023 1.1.-30.6.2022 Change
Change in loan portfolio 2.1% 5.3% -3.2 pp
Cost-income ratio 54.6% 57.0% -2.4 pp
Return on equity (annualised) 13.2% 12.0% 1.1 pp
Additional indicators 30.6.2023 31.12.2022 Change
Deposits to loan portfolio 104.3% 103.9% 0.4 pp
Net interest margin (annualised) 3.2% 2.6% 0.6 pp
Cost of risk (annualised) 20 bp 35 bp -14 bp
Share of defaulted loans 1.7% 1.8% -0.1 pp
Stage 3 loans coverage ratio 57.1 % 55.2 % 2.0 pp
Green loan portfolio 973.2 945.6 27.6

Loan portfolio and deposits are presented without intercompany accounts.

South Eastern Europe is the group's largest segment. The segment's loan portfolio increased by 2.1% to a
total of EUR 4.5 billion. Almost all of our banks achieved growth in this area, with only the bank in Serbia
reporting a small portfolio contraction. The green loan portfolio grew by 2.9%, with above-average growth
at our banks in Albania, North Macedonia and Bulgaria. The share of defaulted loans declined slightly to
1.7%, and the coverage ratio improved by 2.0 percentage points from year-end to a total of 57.1%.

Deposits increased by EUR 115.9 million, with particularly strong growth rates at our banks in Albania, Serbia
and North Macedonia.

The profit of the period stood at EUR 44.7 million, a significant increase of EUR 8.4 million compared to the
same period in the previous year, primarily due to a rise of EUR 27.9 million in net interest income. Operating
income increased by EUR 27.6 million overall, while personnel and administrative expenses grew by
EUR 12.9 million. Cost of risk stood at a typical low level of 20 basis points. The segment's cost-income ratio
improved by 2.4 percentage points to 54.6%, while return on equity rose by 1.1 percentage points to 13.2%.
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Eastern Europe

in EURm
Statement of Financial Position 30.6.2023 31.12.2022 Change
Loan portfolio 1,119.8 1,159.9 -40.1
Deposits 1,181.9 1,116.5 65.4
Statement of Profit or Loss 1.1.-30.6.2023 1.1.-30.6.2022 Change
Net interest income 44.9 40.2 4.7
Net fee and commission income 3.5 3.4 0.1
Operating income 52.2 47.5 4.7
Personnel and administrative expenses 23.0 21.8 1.2
Loss allowance -3.0 56.6 -59.6
without contribution of PCB Ukraine -3.4 0.1 -3.5
Profit of the period 26.2 -25.0 51.3
without contribution of PCB Ukraine 13.9 9.2 4.6
Key performance indicators 1.1.-30.6.2023 1.1.-30.6.2022 Change
Change in loan portfolio -3.5% 6.6% -10.1 pp
without contribution of PCB Ukraine -1.2% 5.0% -6.1pp
Cost-income ratio 44.0% 45.8% -1.8 pp
Return on equity (annualised) 25.1% -21.50% 46.6 pp
without profit contribution of PCB Ukraine 12.2% 7.8% 4.4 pp
Additional indicators 30.6.2023 31.12.2022 Change
Deposits to loan portfolio 105.5% 96.3% 9.3 pp
Net interest margin (annualised) 5.1% 4.7% 0.4 pp
Cost of risk (annualised) -53 bp 712 bp -765 bp
without contribution of PCB Ukraine -118 bp 26 bp -144 bp
Share of defaulted loans 7.6% 7.4% 0.2 pp
without contribution of PCB Ukraine 3.0% 2.9% 0.1 pp
Stage 3 loans coverage ratio 78.0% 79.2% -1.2 pp
without contribution of PCB Ukraine 57.8% 59.6% -1.9pp
Green loan portfolio 166.4 182.8 -16.3

Deposits are presented without intercompany accounts.

In the Eastern Europe segment, the loan portfolio decreased by EUR 40.1 million or 3.5%, in particular due to
a targeted reduction of the loan portfolio in Ukraine. The share of defaulted loans rose slightly, increasing by
0.2 percentage points to 7.6%. Outside Ukraine, the share is stable at a low level of 3.0%. The coverage ratio
in the segment stood at 78.0% due to the elevated level of loss allowances for the Ukrainian portfolio.
Deposits increased by EUR 65.4 million or 5.9% compared to the end of the year, with particularly strong
growth at our bank in Ukraine. As a result, our deposit-to-loan ratio increased by 9.3 percentage points to
105.5%.

The profit of the period improved substantially, growing by EUR 51.3 million to EUR 26.2 million. In
particular, the performance of ProCredit Bank Ukraine contributed to this development. The result
contribution from ProCredit Bank Ukraine in the previous year's period had been strongly negative
(EUR -34.3 million) due to high expenses for loss allowances, whereas the bank is making a positive
contribution to profit in the reporting period (+EUR 12.4 million). The other banks in the segment also
achieved profit growth totalling EUR 4.6 million for the period. Operating income increased by
EUR 4.7 million or 9.9%, while personnel and administrative expenses stood at EUR 23.0 million, slightly
above the previous year's level. The cost-income ratio thus improved by 1.8 percentage points to 44.0%.
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Expenditures for loss allowances amounted to EUR -3.0 million which corresponds to an annualised cost of
risk of -53 basis points. The profit of the period represents a substantially improved return on equity of
25.1%. The annualised return on equity for ProCredit Bank Georgia is 18.6% and for ProCredit Bank Moldova
it is 20.0%. The return on equity excluding the result contribution from ProCredit Bank Ukraine likewise
improved significantly, climbing 4.4 percentage points to 12.2%.

South America

in EURm

Statement of Financial Position 30.6.2023 31.12.2022 Change
Loan portfolio 4943 498.1 -3.8
Deposits 343.2 343.0 0.2
Statement of Profit or Loss 1.1.-30.6.2023 1.1.-30.6.2022 Change
Net interest income 10.0 12.4 -2.4
Net fee and commission income 0.1 -0.1 0.2
Operating income 9.8 11.6 -1.8
Personnel and administrative expenses 10.0 9.3 0.7
Loss allowance -0.6 0.6 -1.3
Profit of the period -0.4 1.1 -1.4
Key performance indicators 1.1.-30.6.2023 1.1.-30.6.2022 Change
Change in loan portfolio -0.8% 14.5% -15.3 pp
Cost-income ratio 101.4% 79.9% 21.5pp
Return on equity (annualised) -1.3% 4.20 -5.6 pp
Additional indicators 30.6.2023 31.12.2022 Change
Deposits to loan portfolio 69.4% 68.9% 0.6 pp
Net interest margin (annualised) 3.2% 4.5% -1.3 pp
Cost of risk (annualised) -26 bp 26 bp -51 bp
Share of defaulted loans 6.6% 6.7% -0.1 pp
Stage 3 loans coverage ratio 34.0% 33.5% 0.5 pp
Green loan portfolio 85.5 90.3 -4.8

Deposits are presented without intercompany accounts.

The loan portfolio of ProCredit Bank Ecuador contracted slightly, declining by EUR 3.8 million to
EUR 494.3 million. Deposits remained at the level of year-end 2022.

The profit for the period decreased by EUR 1.4 million, mainly due to lower net interest income caused by a
tighter net interest margin as well as rising personnel and administrative expenses. The net interest margin
declined due to regulatory lending rate caps in Ecuador, which prevented existing financial instruments from
being repriced in the current environment of rising interest rates. The cost-income ratio increased by
21.5 percentage points to 101.4%, while the return on equity dropped to -1.3%.
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Germany

in EURm

Statement of Financial Position 30.6.2023 31.12.2022 Change
Loan portfolio 52.6 54.0 -1.3
Deposits 250.7 263.7 -13.0
Statement of Profit or Loss 1.1.-30.6.2023 1.1.-30.6.2022 Change
Net interest income 1.2 0.6 0.6
Operating income 39.1 31.1 8.0
Personnel and administrative expenses 41.3 34.8 6.5
Loss allowance -0.3 0.2 -0.5
Profit of the period -1.9 -39 2.0
Profit of the period and consolidation effects -6.6 -4.7 -19

Loan portfolio and deposits are presented without intercompany accounts.

The development of the Germany segment is essentially based on the operations of ProCredit Holding,
ProCredit Bank Germany and Quipu.

The loan portfolio and deposits in the segment are attributed to the ProCredit Bank in Germany. Both
balance sheet items remained virtually unchanged compared with 31 December 2022. Operating income was
dominated by IT services performed by Quipu, the operating activities of ProCredit Bank Germany and
dividend payments from subsidiary banks to ProCredit Holding. Compared to the previous year's period, the
result for ProCredit Bank Germany improved by EUR 3.2 million to EUR 5.0 million, which is largely
attributable to the EUR 3.4 million increase in net interest income.

The segment's profit for the period increased compared to the previous year's period, in particular as the
growth of operating income outpaced that of personnel and administrative expenses. The increase in
administrative expenses was due, among other things, to non-recurring legal, auditing and consulting costs
in connection with the planned transformation of ProCredit Holding's legal form as well as additional
expenditures for software. Income from dividends derives from fully consolidated subsidiaries and at the
same time does not affect the consolidated result of the group. The segment's contribution to the
consolidated result declined by EUR 1.9 million, primarily due to higher personnel and administrative
expenses.

Events after the reporting period

For a description of events after the reporting period, please refer to the corresponding section in the Notes
to the Condensed Consolidated Interim Financial Statements.
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RISK REPORT

An informed and transparent approach to risk management is a central component of our socially responsible
business model. This is also reflected in our risk culture and our risk appetite, resulting in decision-making
processes that are well-balanced from a risk point of view. By following a consistent group-wide approach to
managing risks, we aim to ensure that the liquidity and capital adequacy of the group and each individual
bank continues to be sustainable and appropriate at all times, as well as to achieve steady results. The
activities and risks of ProCredit Holding are deeply intertwined with the development of the group. The
principles of risk management and the risk strategy of the ProCredit group have not changed compared to
year-end. The information provided in the 2022 Combined Management Report are still generally valid. If any
fundamental changes in the methodology and processes involved in risk management have occurred during
the current financial year, these are highlighted in this section. The group's overall risk profile remains
suitable despite the war in Ukraine and the ongoing uncertainties resulting from macroeconomic
developments.

Credit risk

We define credit risk as the risk that the party to a transaction cannot fulfil its contractual obligations, not in
full or not on time. Within overall credit risk we distinguish between customer credit risk, counterparty risk
(including issuer risk) and country risk. Credit risk is our most significant risk, and customer credit exposures
account for the largest share of that risk. The key objectives of credit risk management are to achieve high
quality and low risk concentrations within the loan portfolio, as well as appropriate coverage of credit risks
with loss allowances.

Our loan portfolio is monitored continuously for possible risk-relevant developments. The riskiness of our
clients is determined using a range of indicators, including the risk classification, restructuring status and
client compliance with contractual payment requirements. The forward-looking expected credit loss (ECL)
model pursuant to IFRS 9 is the central element of the approach to quantifying loss allowances for both on-
and off-balance sheet financial instruments, and it is updated on an ongoing basis. Our credit exposures are
allocated among three stages, with a distinct provisioning methodology applied to each group. The calculated
loss allowances are determined based on the expected credit losses for several future default scenarios. This
represents the combined sum of the probability-weighted results from the scenarios. ECL estimates are based
on reliable information about past events, current conditions and projections of future economic conditions.

The focus of risk assessment in the first half of 2023 was on estimating and evaluating the increasing
deterioration in macroeconomic conditions and expectations. The conflict in Ukraine continues to have only a
limited impact on clients in our countries of operation outside of Ukraine. We also see persistent high
inflation, rising interest rates and other market disruptions, such as energy supply and pricing, as having a
negative impact on credit risk and the repayment capacity of our clients.

The conflict in Ukraine has a significant and lasting impact on our Ukrainian loan portfolio. The risk
classifications for these exposures are reassessed on an ongoing basis to adequately reflect potential
increases in default risk and, if necessary, to make modifications regarding repayment. At the end of the
second quarter, 12.4% of the bank's loan portfolio was classified as defaulted; this generally includes all
exposures to clients in currently occupied territories. The loan portfolio has declined due to a relatively low
volume of new business in relation to the agreed repayments, but also through domestic currency
depreciation. As of the reporting date, the Ukrainian loan portfolio represented 8.9% of the total portfolio of
the group (12.2022: 9.5%).
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Due to the sharp rise in interest rates, we are paying particular attention to the potential negative impact of
an acute increase in interest charges, especially on loans with a variable interest rate. The primary goal is the
early identification of customers for whom further interest rate increases could lead to limited repayment
capacity. These are monitored more closely as part of a "watch list", with further measures being considered
in order to prevent default. Accordingly, a portfolio of EUR 45.1 million at group level was allocated to
Stage 2 as of the reporting date.

Based on the quality indicators for our loan portfolio at the end of the second quarter, we were unable to
identify any significant change in riskiness in our banks. Nevertheless, we continue to take the above-
mentioned effects into account as part of a general negative outlook.

The current macroeconomic forecasts from the IMF World Economic Outlook Database and the EIU were used
in establishing loss allowances. The parameters are calculated by weighting the three scenarios
(baseline/downside/upside), with the baseline scenario normally weighted at 50% and the alternative
scenarios at 25%. The weighting was adjusted to reflect the assessment of a currently tense macroeconomic
situation. A description of changes in weighting deviating from the standard case described here can be
found in the section on overlays.

Change in

purchasing Change in
Baseline Inflation rate in Unemployment  Change in credit power Change in gas oil price in
scenario GDP growth in % % rate in % interest rate in % parity in % price in % %  Weight
Country 2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2022 2023 2024 2023 2024
Albania 3.7 23 33 7.4 3.9 30 111 11.0 - - 0.4 - - -09 692 -136 - 415 - 50%
Elce’isggcaa 38 20 - 126 54 - - - - - 11 -01 - - - --333 - - 500
Bulgaria 3.4 1.4 - - 3.1 2.1 - 46 - -03 08 - - - - - - - - 50%
Ecuador - 2.9 - 3.7 23 1.3 3.8 - - - - - - - 69.2 -13.6 - - - 50%
Georgia 10.1 40 50 98 40 - 187 195 20.2 - - - - - - - - - -99 50%
Germany 1.8 - - - - - - 33 - 07 - - - - - - - - - 50%
Kosovo 2.7 3.5 - - 23 - - - - - - - - - 69.2 -13.6 - - - 50%
Moldova -56 20 43 302 80 50 - - - 44 - - - - - - - 415 - 50%
,l:‘/l(;f:donia 2.2 1.4 - - - - - 145 - - - - - - 692 -13.6 -333 - - 50%
Romania 48 24 - - 7.5 - - - - 22 2.1 - - - - - - - - 50%
Serbia 2.3 2.0 - 151 8.2 - - - - - -01 -20 - - 69.2 - - - - 50%

Ukraine -148 0.7 39 - 95 84 - 99 - - 34 - 260 - 69.2 -13.6 - 415 - 500
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Change in

Downside purchasing Change in
scenario Inflation rate in Unemployment  Change in credit power Change in gas oil price in

GDP growth in % % rate in % interest rate in % parity in % price in % %  Weight
Country 2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2022 2023 2024 2023 2024
Albania 3.7 1.1 2.2 7.4 5.1 42 111 114 - - 1.8 - - -0.1 692 234 - 415 - 40%
Elce’isggcl‘:]a 38 01 - 126 65 - - - - - 19 07 - - - - 37 - - a0%
Bulgaria 34 0.1 - - 74 64 - 5.8 - -03 13 - - - - - - - - 40%
Ecuador - 0.9 - 3.7 5.1 4.1 3.8 - - - - - - - 692 234 - - - 30%
Georgia 10.1 26 36 98 73 - 187 207 214 - - - - - - - - - 95 40%
Germany 1.8 - - - - - - 39 - 07 - - - - - - - - - 40%
Kosovo 2.7 1.5 - - 48 - - - - - - - - - 692 234 - - - 40%
Moldova -56 -22 00 302 138 10.8 - - - 44 - - - - - - - 415 - 40%
,l:‘/l(;f:donia 22 04 - - - - - 145 - - - - - - 692 234 37 - - 40%
Romania 48 -0.2 - - 93 - - - - 22 44 - - - - - - - - 40%
Serbia 23 -07 - 151 118 - - - - - 2.7 0.8 - - 69.2 - - - - 40%
Ukraine -148 -33 -0.1 - 145 134 - 101 - - 8.1 - 260 - 692 234 - 415 - 40%

Change in

Upside purchasing Change in
scenario Inflation rate in Unemployment  Change in credit power Change in gas oil price in

GDP growth in % % rate in % interest rate in % parity in % price in % %  Weight
Country 2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2022 2023 2024 2023 2024
Albania 37 33 44 74 28 19 11.1 102 - - -14 - - -35 69.2 -39.1 - 415 - 10%
ﬁgfggj\'{‘ia 38 35 - 126 39 - - - - - 08 -04 - - - --588 - - 100
Bulgaria 34 35 - - -05 -15 - 2.9 - -03 0.3 - - - - - - - - 10%
Ecuador - 5.8 - 37 -03 -13 3.8 - - - - - - - 692 -39.1 - - - 20%
Georgia 10.1 6.9 7.9 9.8 0.8 - 187 187 194 - - - - - - - - - -289 10%
Germany 1.8 - - - - - - 27 - 07 - - - - - - - - - 10%
Kosovo 2.7 6.6 - - 0.7 - - - - - - - - - 69.2 -39.1 - - - 10%
Moldova -56 68 9.1 30.2 1.0 -20 - - - 44 - - - - - - - 415 - 10%
’l:‘/l(;f:donia 22 3.6 - - - - - 129 - - - - - - 69.2 -39.1 -58.8 - - 10%
Romania 4.8 6.3 - - 2.4 - - - - 2.2 0.8 - - - - - - - - 10%
Serbia 2.3 5.4 - 151 5.8 - - - - - -25 -44 - - 69.2 - - - - 10%
Ukraine -14.8 53 8.5 - 2.8 1.7 - 9.3 - - -1.2 - 260 - 69.2 -39.1 - 415 - 10%

In case of insignificance, the respective macroeconomic factor is not specified.

The sensitivity of our loss allowances is analysed in terms of the influence of relevant macroeconomic factors.
Sensitivity is calculated by simultaneously increasing or decreasing all the applied macroeconomic model
factors by 10%, depending on the expected direction of the factor's impact, in order to simulate a positive or
negative macroeconomic environment. The following table presents the loss allowances for the group with
the respective macroeconomic changes.
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30.6.2023

Loss allowance

Loss allowance Negative

Positive macroeconomic macroeconomic

in '000 EUR change Loss allowance change
South Eastern Europe 91,589 92,698 93,785
Eastern Europe 100,424 103,946 107,629
of which contribution of PCB Ukraine 84,955 87,879 91,078
South America 14,302 14,830 15,5623
Germany 464 483 501
Total 206,779 211,957 217,439

The calculation of the loss given default (LGD) was adjusted in the first half of 2023. Estimates for LGDs have
been based on cash flows, using historical data about payments received from defaulted customers, taking
into account the cost of recovery and the size of the credit exposure. The new elements of the LGD
calculation provide a granular estimate of the loss given default, incorporating the probability of a return to
non-default status and of the realisation of available collateral and utilisation of guarantees. The parameters
are modelled as forward-looking forecasts that account for the assumed scenarios about the development of
the economic environment. In view of the present circumstances in Ukraine, the calculation of LGDs in
ProCredit Bank Ukraine has not been changed for the time being; the LGD calculation will be adjusted at a
later point in time. The effect of the change in methodology amounts to EUR 9.4 million for the group.

Overlays continue to be made to account for uncertainty arising from current economic and political
developments resulting from the war in Ukraine and for the macroeconomic forecasts which cannot be
completely represented in the models:

in EURm
L Removed New

Overlay description Impact on 31.12.2022 averlays overlays 30.6.2023
Macroeconomic effects ofa nega_tlve‘deve_— Loan portfolio in all banks except PCB

lopment due to the ongoing Russian invasion L 5.4 - -2.0 3.4
. . Ukraine in Stage 1, 2 and 3

in Ukraine

Effects of multifactorial crisis on the credit Loan portfolio in all banks except PCB

) L 235 - 3.0 26.5
risk parameters Ukraine in Stage 1,2 and 3
Total 28.9 - 1.0 29.9
in EURm

L Removed New

Overlay description Impact on 31.12.2022 overlays overlays 30.6.2023
Increased uncertainty of negative macroeco- L Lo

nomic development due to the ongoing Loan portfolio in PCB Ukraine in Stage 1,2 43 - -2.0 2.3

- N . and 3

Russian invasion in Ukraine

Increased uncertalnty of cred!t r|§k parame- Loan portfolio in PCB Ukraine in Stage 1, 2
ters due to the ongoing Russian invasion in 6.4 - 25 8.9

. and 3

Ukraine
Total 10.7 - 0.5 11.2

The adjustments for all ProCredit institutions except ProCredit Bank Ukraine are described below, followed by
a separate presentation for that bank.

Due to the ongoing tense situation in the Russo-Ukrainian War, with possible spill-over effects impacting the
economic situation of the countries where the ProCredit group operates, the weighting of scenarios
(baseline/downside/upside) has been adjusted for the calculation of loss allowance parameters. In the
standard case, the weighting is 50% for the baseline scenario and 25% each for the upside and downside
scenarios. The adjustment to the weighting of the scenarios remains unchanged from the end of the year,



Interim Group Management Report | Risk Report 16

with the baseline scenario receiving a weighting of 50%, the downside scenario 40% and the upside scenario
10%. As an oil-exporting country, Ecuador continues to have a lower weighting of 30% on the downside
scenario as well as 20% on the upside scenario, as the country can benefit from higher prices. Compared to
the weighting in the standard case, the overlays result in an increase in loss allowances amounting to
EUR 3.4 million for all banks in the group except ProCredit Bank Ukraine.

The current global economic environment is characterised by several interrelated crises, on the one hand
from the impact of the pandemic and conflicts in trade relations with China (supply-chain problems), and on
the other hand due to the war in Ukraine and negative consequences for the energy market, price
developments and interest rates.

The prevailing energy crisis, with volatile prices and limited availability, as well as elevated inflation and
higher interest rates, cannot be reflected in all model parameters due to the lack of statistical correlations in
the macroeconomic factors and historical default/loss rates. Therefore, the parameter adjustments were
maintained for PD and LGD for all banks (separate adjustments for ProCredit Bank Ukraine).

The adjustments were based on observations of maximum default and loss rates from historical default
events in the crises that serve as stress levels. The key parameters, PD and LGD, have been increased using the
defined probability of occurrence of the stress level (20%, based on expert assessment). The modification of
the LGD calculation resulted in an adjustment of the LGD stress level calculation, including the suspension of
a return to non-defaulted status for a credit exposure. The adjustments to significant model parameters led
to a EUR 26.5 million increase in loss allowances for all banks except ProCredit Bank Ukraine.

Overall, the overlays for all banks except ProCredit Bank Ukraine increase compared to year-end 2022 by
EUR 1.0 million to EUR 29.9 million.

The invasion of Ukraine by Russia leads to high uncertainty and macroeconomic shocks in Ukraine. The
magnitude of the observed macroeconomic shocks is well outside the calibrated range of the ECL model.

As the loan portfolio in the conflict area is largely assessed through individual estimation of losses, the ECL
parameters are only applied to the loan portfolio outside that zone. For parameter estimation, values outside
the calibrated range are replaced with the most negative historical value of the macroeconomic factors
within the time period used, in order to obtain plausible but conservative parameters. The calculation of
overlays for LGD and PD parameters remains unchanged from year-end.

The LGD adjustment for ProCredit Bank Ukraine is performed under consideration of relevant LGDs from the
Ukraine conflict in 2014/15. The LGDs of the portfolio with business activities in the current conflict area are
assessed individually under conservative assumptions. Similarly, we have increased PD based on historical
information. The applied PD is significantly higher than the observed default rate outside the conflict area
during the 2014/15 conflict. Furthermore, in establishing loss allowances on exposures with increased default
risk since initial recognition (Stage 2), we have not assumed any early repayments. The adjustment of the
model parameters increases the loss allowances by EUR 8.9 million.

Due to increased uncertainty of negative macroeconomic developments resulting from the war, the
weighting of the scenarios for calculating loss allowance parameters were kept at 50% for the baseline
scenario, 40% for the downside scenario and 10% for the upside scenario. This results in an increase in loss
allowances by EUR 2.3 million compared with the weighting in the standard case.

The total amount of adjustments for Ukraine adds up to EUR 11.2 million; at year-end 2022, overlays totalled
EUR 10.7 million. It should be noted that individually assessed exposures are not included when calculating
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the adjustments. As individual assessment of the defaulted portfolio is not parameter-based, this portfolio is
not part of the calculation of adjustments made in the table above. The volume of the individually assessed
portfolio in Ukraine represents approximately 10% of the portfolio. Around 89% of the defaulted portfolio in
Ukraine has been individually assessed by credit analysts using conservative assumptions, resulting in a high
coverage ratio of around 86% for the portfolio under individual assessment.

During the reporting period, on-balance-sheet loss allowances decreased by EUR 3.0 million (previous year's
period +EUR 55.9 million) in all stages, with the largest decline by EUR 2.0 million in Stage 3. Relatively low
portfolio growth in the banks and the decrease in Stage 3 loans were the main drivers of this development.

30.6.2023
in '000 EUR Stage 1 Stage 2 Stage 3 POCI Total
South Eastern Europe
Gross outstanding amount 4,151,806 260,666 75,693 1,093 4,489,258
Loss allowances -35,826 -13,005 -43,366 -501 -92,698
Net outstanding amount 4,115,981 247,660 32,327 591 4,396,560
Eastern Europe
Gross outstanding amount 853,734 180,897 84,081 1,078 1,119,791
Loss allowances -12,892 -24,635 -65,758 -662 -103,946
Net outstanding amount 840,843 156,262 18,323 417 1,015,845
South America
Gross outstanding amount 438,768 22,791 32,059 674 494,292
Loss allowances -2,761 -933 -11,024 -112 -14,830
Net outstanding amount 436,007 21,858 21,034 562 479,462
Germany
Gross outstanding amount 52,265 350 - - 52,615
Loss allowances -466 -17 - - -483
Net outstanding amount 51,799 333 - - 52,132
Total
Gross outstanding amount 5,496,574 464,704 191,833 2,845 6,155,956
Loss allowances -51,944 -38,590 -120,148 -1,275 -211,957
Net outstanding amount 5,444,630 426,113 71,685 1,570 5,943,999
Financial
contingent liabilities
Nominal amount 788,307 68,831 1,040 - 858,178

Provisions -2,801 -1,609 -459 - -4,869
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31.12.2022
in '000 EUR Stage 1 Stage 2 Stage 3 POCI Total
South Eastern Europe
Gross outstanding amount 4,121,719 194,537 78,459 1,035 4,395,750
Loss allowances -35,957 -10,748 -43,428 -418 -90,550
Net outstanding amount 4,085,762 183,789 35,031 618 4,305,199
Eastern Europe
Gross outstanding amount 854,718 218,852 85,054 1,257 1,159,880
Loss allowances -13,755 -26,231 -67,697 -627 -108,310
Net outstanding amount 840,962 192,622 17,357 630 1,051,570
South America
Gross outstanding amount 432,072 32,609 32,801 657 498,139
Loss allowances -2,815 -1,288 -11,008 -197 -15,308
Net outstanding amount 429,257 31,321 21,793 460 482,831
Germany
Gross outstanding amount 51,555 1,995 408 - 53,958
Loss allowances -425 -316 -21 - -762
Net outstanding amount 51,130 1,679 387 - 53,196
Total
Gross outstanding amount 5,460,063 447,993 196,721 2,949 6,107,726
Loss allowances -52,952 -38,583 -122,154 -1,242 -214,930
Net outstanding amount 5,407,111 409,410 74,567 1,707 5,892,796
Financial
contingent liabilities
Nominal amount 768,658 53,666 1,080 - 823,404

Provisions -2,626 -1,026 -543 - -4,195
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The tables below present gross exposures, broken down according to internal risk classification and stage.

in '000 EUR 30.6.2023
Loan portfolio Risk class Stage 1 Stage 2 Stage 3 POCI Total
Performing 1 37,184 - - - 37,184
2 934,328 4,306 - - 938,633
3 1,597,516 3,363 - - 1,600,879
4 1,311,571 53,642 - - 1,365,213
5 654,413 131,261 - - 785,674
Underperforming 6 39,094 186,525 - - 225,619
7 1,871 36,515 - - 38,385
Defaulted 8 - - 174,219 2,749 176,969
Without risk class* 920,598 49,093 17,613 96 987,399
Gross outstanding amount 5,496,574 464,704 191,833 2,845 6,155,956
in '000 EUR 31.12.2022
Loan portfolio Risk class Stage 1 Stage 2 Stage 3 POCI Total
Performing 1 24,646 - - - 24,646
2 863,024 568 - - 863,592
3 1,672,260 2,765 - - 1,575,025
4 1,379,663 43,952 - - 1,423,615
5 680,106 140,808 - - 820,914
Underperforming 6 44,249 200,388 - - 244,636
7 1,067 37,034 - - 38,101
Defaulted 8 - - 178,983 2,887 181,870
Without risk class* 895,049 22,478 17,738 62 935,327
Gross outstanding amount 5,460,063 447,993 196,721 2,949 6,107,726

*Loans to private customers and business customers with a credit volume of EUR 50,000 and less are not assessed with an internal risk classification.

The stable long-term development of our portfolio quality is attributable to our clear focus on small and
medium-sized businesses, as well as careful credit analysis and customer service. Close relationships with our
clients enable us to gain a good understanding of their individual circumstances. This is particularly
important in times of crisis and enables credit risks to be identified at an early stage and appropriate
measures to be taken. At the half-year mark, the share of defaulted loans had declined slightly compared to
year-end 2022, decreasing from 3.3% to 3.2%, mainly due to derecognitions, write-offs and repayments in
Stage 3. The Stage 3 loans coverage ratio increased from 61.8% to 62.4%.

30.6.2023

EUR 50,000 - EUR 250,000 -  EUR 500,000 - > EUR
in '000 EUR < EUR 50,000 250,000 500,000 1,500,000 1,500,000 Total
South Eastern Europe 458,666 1,483,032 901,186 1,059,221 587,153 4,489,258
Eastern Europe 46,810 413,161 272,092 277,702 110,026 1,119,791
South America 77,277 229,079 84,333 79,261 24,342 494,292
Germany 18 2,147 5,009 19,647 25,794 52,615

Loan portfolio 582,770 2,127,419 1,262,621 1,435,831 747,314 6,155,956
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31.12.2022
EUR 50,000 - EUR 250,000 - EUR 500,000 - > EUR
in '000 EUR < EUR 50,000 250,000 500,000 1,500,000 1,500,000 Total
South Eastern Europe 457,265 1,461,017 889,311 1,018,230 569,927 4,395,750
Eastern Europe 50,131 419,230 288,450 278,816 123,254 1,159,880
South America 74,605 222,371 90,063 82,267 28,833 498,139
Germany 25 2,099 4,828 22,931 24,075 53,958
Loan portfolio 582,026 2,104,717 1,272,651 1,402,244 746,088 6,107,726

The following tables show the distribution of the loan portfolio by economic sector:

30.6.2023
EUR 50,000 - EUR 250,000 -  EUR 500,000 - > EUR
in '000 EUR < EUR 50,000 250,000 500,000 1,500,000 1,500,000 Total
Business loans 388,266 1,813,077 1,206,357 1,426,362 747,314 5,581,376
Wholesale and retail trade 107,832 550,751 353,766 391,071 102,179 1,505,599
Agriculture, forestry and fishing 118,008 431,535 231,023 220,682 94,889 1,096,135
Production 59,147 376,271 292,418 346,042 156,038 1,229,915
Transportation and storage 33,229 106,580 49,520 55,902 20,313 265,544
S:fig:é%i?;gﬁ;”;;”d 2,576 20,542 37,065 95,905 179917 336,005
Construction and real estate 19,139 133,939 118,115 155,119 100,756 527,068
Hotel, restaurant and catering 13,122 55,089 41,725 48,590 31,074 189,601
Other economic activities 35,213 138,370 82,726 113,050 62,149 431,508
Private loans 194,504 314,342 56,264 9,470 - 574,580
Housing 85,992 292,732 53,530 9,088 - 441,343
Investment loans 43,079 12,990 744 - - 56,813
Consumer loans 65,432 8,620 1,990 382 - 76,423
Gross outstanding amount 582,770 2,127,419 1,262,621 1,435,831 747,314 6,155,956
31.12.2022
EUR 50,000 - EUR 250,000 -  EUR 500,000 - > EUR
in '000 EUR < EUR 50,000 250,000 500,000 1,500,000 1,500,000 Total
Business loans 386,631 1,803,199 1,222,174 1,394,098 746,088 5,552,189
Wholesale and retail trade 107,459 542,800 351,322 395,720 107,448 1,504,750
Agriculture, forestry and fishing 121,194 434,740 250,552 214,749 88,865 1,110,101
Production 59,237 383,386 301,108 352,226 165,576 1,261,533
Transportation and storage 32,981 103,099 50,014 56,707 19,436 262,237
g:fcct;:c;%oﬁzgﬁmind 2,588 20,273 33,824 88,799 173,590 319,074
Construction and real estate 18,292 131,897 112,149 142,153 101,214 505,703
Hotel, restaurant and catering 12,324 50,095 40,642 44,501 30,963 178,526
Other economic activities 32,557 136,909 82,563 99,242 58,996 410,267
Private loans 195,395 301,518 50,477 8,147 - 555,537
Housing 90,159 283,040 49,113 7,638