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Company Update

Baader Bank

Banks/Global

Good hedge against market shocks and play on volatility

We confirm our BUY call but revise our 12m TP downwards from EUR 10.3 to EUR 8.2. Since the
breakout of RU/UA war the shares have outperformed European banks index by ~11% due fo the
business model’s alignment to capital markets and hence less of a classical linkage to adverse
macro scenarios. Although there might be only a marginal reference to RU clients/markets, we
reckon that this should not lead to any meaningful financial impact. As a market maker offering
an execution platform and services for various brokers/asset managers it remains a good play on
market uncertainty but foremost on the further pickup of new clients’ volumes and monetisation of
the existing base. We continue applying a Dividend Discount Gordon Growth valuation model
(70% weight) additionally supported by several peer group multiples (30% weight). After robust
2021 profitability, the management will propose a DPS of EUR 0.35 either in cash or by offering
a scrip dividend (AGM date not known) at a yield of 6%.

While the effect of sharply rising global trading euphoria since the pandemic breakout was
depicted in a soaring ROE of 42% in 2020, in 2021 Baader Bank (Baader) managed to even top
such an impressive performance delivering a 10% higher bottom line (ROE of 34%) but the main
letter of appreciation goes to a record quarterly trading result in Q1 21. Thereafter subsequent
quarters were more a factor of lower market volatility, the absence of positive one-off effects on
individual stocks but steadily growing client accounts (nearly 3x yoy). Based on preliminary 2021
data the trading result went up 10% yoy, whereas costs, highly tied to trading turnover, remained
well under control with a minor C/I improvement to 65% (excl. Fund for General Banking Risks).

Financial outlook mid-term: We have slashed our previous, admittedly too demanding, mid-term
EPS forecasts for 2022e and 2023e by nearly 50%. Nevertheless, the period ahead should reflect
more normalising trading volumes vs. the special circumstances of 2020/21, but still rock-solid
years and a relatively attractive valuation within the peer group. Unlike our previous model,
trading revenues forecasts for 2022 might even be negative due to adjustment for an
extraordinary Q1 21 but afterwards we now incorporate 5% annual growth being mainly
factor of existing clients” activity and new customer generation dynamics. The pending decision on
the payment for order flow regulation determines the biggest (upside) risk for the F&CI line
although we have to a minor extent reflected the potential ban as a positive item. Cost wise,
higher inflation in EA could have its toll not allowing large-scale C/I improvement but rather a
retraction towards 70% territory. At this stage Baader’s ROE may stay at elevated levels though at
a decelerating trajectory towards high teens magnitude.

Upside risks: Negative real interest rates for longer supporting brokerage market/asset
management, market volatility, M&A (from both sides), ban on “payment for order flow”
Downside risks: Regulation, competitive pressure, higher risk costs

Key figures and ratios

EUR 12/2019 12/2020 12/2021e 12/2022e 12/2023e
Total operating income 77.4 196.6 196.9 191.5 201.0
Earnings before taxes 0.1 56.2 57.4 49.1 46.5
Net profit after minorities -0.7 422 46.5 36.9 34.9
Earnings per share (adj.) -0.01 0.92 1.00 0.79 0.75
EPS growth 97.0% n.a. 8.4% -20.7% -5.4%
Adjusted PE -85.09 4.90 6.51 7.73 8.17
Dividend per share 0.00 0.08 0.35 0.24 0.22
Dividend yield 0.00% 1.83% 5.38% 3.88% 3.67%
Return on equity adjusted -0.9% 43.5% 33.8% 22.3% 18.6%
Price book value 0.75 1.72 1.95 1.62 1.43
Price/NAV (ex. goodwill) 0.93 1.87 2.09 1.73 1.52

Source: Baader Bank, RBI/Raiffeisen Research estimates
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Baader Bank

Q4 21 in a nutshell

Baader Bank has released the preliminary 2021 results with no full P&L and no balance sheet
data. The audited results are scheduled for April 1, when the bank will also give some guidance
on its 2022 outlook. The pre-tax profit of Q4 of EUR 8.4 mn remains clearly south of RBle of EUR
25.6 mn.

The main revenue source, trading income, continued its rising trend in cumulative yoy terms
(+10%); however, the growth rate decelerated from +36% in H1 and +23% after Q1-3 21
reflecting normalisation from an extraordinarily strong 2020. The Q3 trading income of EUR
38.7 mn clearly underperformed our, admittedly, too optimistic forecasts. The good point is that
the performance depicts the dynamics observed at some international peers like Virtu Financial
(+30% qoq) and Flow Traders (+19% qoq). Baader notes in the releases that the market volatility
has come down from an exceptional 2020. At the same time, the net F&CI somewhat recovered
from the low Q3 21, still affected by the consequences of an increasing fee expenses (we
calculate that it increased from EUR 63 mn in 2020 to EUR 99 mn in 2021), in our view mainly
owing to an elevated level of trdding related fee expenses (payment for order flow, settlement
costs).

On the opex front, Baader Bank surprised positively coming in significantly below our estimates,
which is largely related to our demanding trading results forecasts and the high linkage to the
development of expenses, particularly visible on the staff cost line (on top, the depreciation line
was also better). When speaking about costs, contributions to the Fund for General Banking Risks
also remained below RBle due to lower trading turnover. Nevertheless, the cumulative C/I ratio
(excl. Fund for General Banking Risks) has deteriorated from 50% after H1 and 56% after Q3 21
to 60% as of year-end 2021.

Business wise, the bank highlighted a further increase in new custody accounts from 380k after
Q3 21 to 500k in Q3 implying +32% qoq, i.e. an acceleration vs. the Q3 growth rate of 21%.

Quarterly earnings development

in EUR mn Q319 Q419 Q120 Q220 Q320 Q420 Q121 Q221 Q321 Q421p
Revenues 26.2 19.0 61.0 51.0 43.6 57.0 91.8 43.8 36.1 43.7
Interest income -0.2 -0.5 -0.6 -0.9 -0.7 -0.4 -0.3 -0.2 -0.5 na
Net F&CI 7.5 6.9 14.6 7.6 4.5 4.3 8.4 1.3 0.9 2.3
Trading result 11.4 11.5 43.4 41.3 35.1 48.4 76.8 38.3 32.0 37.9
Sales 3.5 3.1 3.2 2.4 3.3 3.1 3.1 2.6 2.8 na
Other 3.9 -2.0 0.4 0.6 1.4 1.7 3.8 1.8 0.9 na
Associated entities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Na
Expenses -28.0 -27.6 -35.4 -37.6 -29.6 -37.1 -40.6 -32.8 -30.9 -35.2
Staff costs -11.5 -11.6 -11.3 -22.0 -15.4 -22.5 -24.9 -17.4 -15.0 -16.2
Administrative costs -11.0 -11.4 -11.9 -10.8 -11.8 -13.6 -12.6 -12.9 -13.1 -17.3
Depreciation/risk -3.6 6.5 -12.17 -4.83 2.4 -1 -3.06 -2.54 -2.8 -1.7
costs

o/w depreciation 2.2 -2.4 -2.0 -2.0 -2.2 -4.9 -2.0 -2.2

o/w risk costs -1.4 -4.1 -10.2 -2.8 -0.2 3.9 -1.1 -0.3

Associated entities -1.9 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other provisions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Allocation to "Fund 0.0 10.5 -15.0 0.0 0.0 -1.8 -18.4 0.1 -0.1 -0.1
for general banking

risks"

Pre-tax profit -1.8 1.9 10.7 13.4 14.0 18.0 32.8 10.9 5.1 8.4
Income tax 0.5 -0.5 -3.6 -2.6 -1.6 -1.9 -5.9 -1.8 -0.8 -1.6
Net profit -1.3 1.4 7.1 10.8 12.4 16.1 26.9 9.1 4.3 6.8

Source: Company data, RBI/Raiffeisen Research; * approximation on income tax line during 2021 due to lack of reported quarterly data

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
° °
Raiffeisen )




Baader Bank

Business development (1) Business development (2)
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Earnings outlook 2022e-2024e

Extraordinary result of Q1 21 not Since the trading result of H2 21 came in visibly below our initial expectations, we need to revise
likely to be repeated despite strong our mid-term projections downwards as well. Our new scenarios imply a decline in 2022, which
signs in Jan/Feb data is purely a result of the extraordinarily high level reported in Q1 21. In our view, that might not

be repeated in 2022, although monthly statistics data on trading volumes from Deutsche Bérse
point fo still strong January and February. The whopping increase of new clients in 2022 has led
to a decreasing trading margin (calculated as trading result in relation to average client accounts
and volumes, see chart below); however, in our view, the ratio may rather stabilise going
forward as the existing (retail) clients’ activity on stock exchanges might not necessarily
accelerate considerably compared to 2021.

With regards to the 2022 F&Cl outlook, two issues are important to mention: 1) weaker fee
income from the Equity Capital Markets segment amid geopolitical uncertainty and 2) somewhat

lower F&Cl expenses (mainly PFOF related) as a result of an expected lower trading volume.

Changes in mid-term estimates

in EUR mn 2021p 2022e new 2023e new 2024e new 202leold 2022e old 2023e old
Revenues 215.4 209.0 218.7 228.9 249.2 270.4 282.9
Interest income -1.0 -1.1 =110 -1.2 -1.3 -1.4 -1.4
Net F&CI 12.9 26.0 27.3 28.7 18.6 20.5 21.5
Trading result 185.0 166.5 174.8 183.6 210.3 231.3 242.8
Sales 12.0 12.6 13.2 13.9 12.6 13.2 13.9
Other 6.5 4.9 4.4 3.9 9.0 6.8 6.1
Associated entities 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Expenses 139.5 143.2 154.7 163.7 148.3 162.5 176.8
Staff costs 73.5 70.6 73.4 76.3 81.9 90.1 99.1
Administrative 55.9 61.5 66.4 71.7 52.9 58.2 62.9
costs

Depreciation/risk 10.1 11.1 14.9 15.6 13.5 14.2 14.9
costs

depreciation 1.7 12.2 12.8 13.5 1.7 12.2 12.8
risk costs 1.9 2.0 2.1 2.2 1.9 2.0 2.1
Associated entities 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other provisions 0.0 0.0 0.0 0.0 0.0 0.0 0.0
c/l 65% 69% 71% 71% 60% 60% 63%
ROE 34% 22% 19% 17% 41% 35% 27%
Net profit 46.5 36.9 34.9 35.2 58.6 67.3 65.9

Source: Company data, RBI/Raiffeisen Research estimates
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Baader Bank

Payment for order flow regulation to
determine the F&CI outlook in mid-
term

Upcoming regulation in Europe to ban
PFOF

Beyond 2022, the F&CI outlook is heavily dependent on the final outcome of PFOF regulation,
which according to current consensus may rather result in a PFOF ban. Currently there are
different opinions from various market participants. Baader Bank believes that the ban on PFOF
will reduce the F&Cl expenses burden and should not trigger a loss of clients; gettex, its main
exchange platform, should be able to continue offering a low-cost trading model in the new
environment as well. The key unknown here is to which extent the order flow might be affected
and how the competition among market makers and stock exchcmges might evolve in such a new
environment without a “financial component” paid to brokers as flow providers. The PFOF ban
scenario may rather be an issue for low-cost brokers, such as Trade Republic, which may be
forced to reconsider their pricing model towards retail investors. At the same time, classic stock
exchanges reckon that they might be among the beneficiaries of the PFOF ban on the
expectations that order flow will be re-shifted to them.

Regarding payment for order flow in Europe, a MIFID2/MIFIR draft regulation was published in
November 2021 to prohibit any payment of that type. The draft states that there will be a "Ban
on payment for forwarding client orders for execution”. More specifically, it is noted that
“Investment firms acting on behalf of clients shall not receive any fee or commission or non-
monetary benefits from any third party for forwarding client orders to such third party for their
execution”. It will be necessary to see how the interpretation will be set out in the final law and
what consequences it will have for brokers and market makers. In any case, it could endanger
the zero-fee broker models, which would have to reconsider their pricing strategies going
forward. However, it is not expected that the final law will still be implemented before end-2022.

Baader Bank’s management expects that the new regulation could come into force — if at all - at
the beginning of 2023.

Despite some minor deterioration vs. the extraordinarily strong years 2020 and 2021, the cost
efficiency should remain strong with a CIR in the range of 65-71%. Overall, underlying ROE is
expected to normalise towards 18-20% territory assuming a robust 35% average dividend pay-
out.

Cost/Income ratio Return on equity
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Baader Bank

Revenves split (nominal) Opex split
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Market trends - charts

Deutsche Bérse: monthly trading volume Correlation between Baader and market (qoq)
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Baader Bank

Berliner Effektenges. (Tradegate AG)

Lang & Schwarz AG

Equity market investors in Germany (in mn)

Peer group screening

Berliner Effektengesellschaft/Tradegate AG is a German market maker specialist on the Frankfurt
Stock Exchange and a major shareholder of Tradebank AG, which is listed separately. Tradegate
was able to further improve revenues in 2021 after a record year in 2020. With a total volume
of 62 mn trades, the number of transactions increased by 14% yoy pushing revenues up by
16.5% yoy in 2021. However, the operating result in 2021 could not reach the level of 2020
(EUR 177 mn vs. EUR 182 mn in 2020). The company was generous in sharing profits with
shareholders increasing its DPS from EUR 1.80 to EUR 4.00. The new year started solidly with a
very high monthly trade volume of EUR 37 bn in January 2022 (higher volume than in 9 out of
12 months in 2021) despite a yoy drop of 15%. Despite the exiraordinarily strong January 2021
(which was one of the three months in 2021 with higher volumes), the company does not provide
any guidance for FY22 yet.

Llang & Schwarz acts as a market maker and holds its own trading platform "LS Exchange",
which is a competitor to Baader's gettex, as well as an OTC platform. Besides that, in contrast to
Baader, one of the main business lines for L&S is the origination and sale of structured products.
The trading result for 2021 was EUR 112.1 mn representing a more than 40% yoy increase.
However, net profit (before adjusting for the Fund for General Banking Risks) dropped to EUR
20.7 mn vs. EUR 37.6 mn in 2020 due to a EUR 45.5 mn one-off risk provision related to
allegations of involvement in cum-ex transactions in 2007-11. L&S was able to increase the
number of trades by 85% yoy. The company has recently indicated that it performed very
positively in the first few weeks of 2022.

Brokers are still bullish on long-term outlook

Trading activity adds to long term growth - but doesn’t determine it
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FlatexDEGIRO

Source: FlatexDegiro

FlatexDegiro is the fastest-growing online brokerage platform and the largest retail online broker
in Europe with over 91 mn security transactions in 2021. It had a successful FY 21 with total
revenues increasing by 60% yoy. Also, the number of customer accounts soared by 55% to 2.1
mn. An essential driver of the strong performance apart from the strong customer/revenue
growth was an improvement in margins per transaction (approx. EUR 4.59 per transaction in 4Q
21, +31.5% yoy). For 2022 Flatex expects that the average customer will trade less than in
2021, while the company aims fo increase its customer base by 30-40% to 2.7-2.9 mn.
Nevertheless, the board only predicted an increase from 91 mn transactions in 2021 to 95-115
mn for this calendar year in a press release in January. These forecasts are based on the
expectation of lower market volatility, which could lead to an average customer trading activity of
40-45 transactions (vs. 55 in 2021). Regarding the consequences of the Russian invasion, Flatex
stated that the sanctions should not significantly weigh on its business owing to the insignificant

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Baader Bank

Virtu Financial

Flow Traders

US market trends

number of trades and products related to Russia. On the other hand, Flatex's business model
could benefit from the higher volatility.

What is going on internationally?

Virtu Financial is a global leader in market making and execution services from the US,
specialised in equity trading. Virtu's total revenues for FY 21 amounted at USD 28 bn of which
almost 75% originated from trading income, with the second most important source of revenue
being commissions and technology services. Virtu had a very successful 4Q 21 with an increase
of almost 50% qoq in market making business (volumes were up 10% and volatility 26%)
benefiting a lot from macroeconomic tailwinds such as the changes in global monetary policies
and social & geopolitical uncertainty. Also, zero commission trading emerged as an enormously
important trend leading to a rise in interest in equity and options trading. Based on consensus
expectations (source: Bloomberg, before the RU/UA war outbreak), Virtu’s net trading income is
expected to fall by 18% yoy in 2022 and to flatten in 2023. Also, based on normalised trading
and less volatility boosting events, the EBITDA margin and ROIC should decline by quite a bit
compared to the highly volatile 2021.

Flow Traders is a leading market maker and liquidity provider specialised in ETPs and expanding
into other asset classes with headquarters in Amsterdam. It holds the leading position in equity,
fixed income, cryptocurrency and commodity ETFs in the EMEA region in this regard. After the
exceptionally strong year 2020 with an outstanding trading income of > EUR 900 mn, Flow
Traders was able fo show a solid NTI of EUR 384 mn in 2021 under normalising conditions.
Flow Traders distinguishes four market trends that could shape the future of its business model:
the growing acceptance and relevance of ETPs as well as the increasing electronification in fixed
income instruments, currencies and commodities are the first two of these trends. The rise of
digital assets is also a strong emerging potential seen by Flow Traders (EUR 6.1 bn of digital
asset ETP market value traded in 4Q 21). Especially the rise of crypto and DeFi products speaks
for this trend. As a final point given its strong presence in the EU the regulations towards PFOF
and requirements for liquidity providers might have a visible effect on the business model.

According to market data, retail investors accounted for 18.5% of the total US equity trading
volume in 4Q 21 compared to the peak of 24% in Q1 21 with the likelihood that such
development could continue in the future, especially if volatility persists. After the start of the
pandemic and the consequent high volatility, the market shifted from being flooded by self-
directed unexperienced traders to a huge increase in option trading on a semi-professional level
(in Europe it is mainly done via certificates, not the business segment in which Baader operates
in). As a result, the share of equity trading has been gradudlly reduced. The largest brokers
generated up to 60-70% of the respective PFOF during 2021 (payment for order flow) revenues
from options trading.

High volatility in 2021 driven by the ongoing pandemic effects and meme-stock hypes resulted in
a growing number of retail equity investors in 2021 vs. the already extraordinary growth in
2020. Triggered by those effects, the total PFOF payments from wholesale market makers to the
largest brokers increased by 33.4% yoy in 2021 to USD 3.8 bn, while according to a Bloomberg
survey, the 2021 level is not expected to be reached in 2022, especially if there is not another
pandemic wave or something similar to the meme-stock hype in Q1 2021 and 2020. From a
market maker’s perspective, it will be important to keep an eye on options trading in 2022 since
it was a massive elevating factor for the PFOF volume increase. The impact of the first quarter
remains to be observed, as the Russian invasion has enormously driven volatility on the stock
market. The consequences of this further increase in volatility will have to be monitored, but it
typically could result in an increase in trading activities and therefore in increased transactions by
brokers and market makers.

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.

Raiffeisen

7

RESEARCH




Baader Bank

. . . .
Equity trading vs. options trading trend PFOF developments
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Valuation

We derive our new target price of EUR 8.2 vs. EUR 10.30 before as an average of the below
depicted intrinsic (70% weight) and peer-based valuation methods (30% weight).

Intrinsic valuation method

Dividend Discount Gordon Growth

A DDGG model is our preferred method to value banks in our coverage universe. We employ
two-stage model. In the first stage, we explicitly forecast bank earnings and dividend payments
and also account for the return of excess capital to shareholders. The second stage comprises a
terminal value determined by a fair value price/book ratio based on assumed sustainable cost of
equity, normalised profitability and long-term potential growth rates.

We assume trading revenues to reach the 2021 level again in 2024 and to stay flattish
afterwards, a normalisation of F&Cl income to pre-PFOF burdened level around 2024-25e, «
cost/income ratio in the range of 67-70% and a 25% tax rate. On the COE front, we continue
using an equity risk premium of 6.0% and a company beta of 1.2.

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Baader Bank

Dividend Discount Gordon Growth model

in EUR 2021p 2022e 2023e 2024e 2025¢ 2026e 2027e 2028e v
BVPS 3.4 3.8 4.3 4.8 5.4 6.0 6.6 7.3 7.3
EPS growth* 10.3%  -20.7% -5.4% 0.9% 2.5% 7.4% 7.1% 6.9% 2.0%
ROE ad;. 33.4% 22.0% 18.4% 16.4% 15.1% 14.6% 14.1% 13.6% 12.7%
EPS 0.99 0.79 0.75 0.75 0.77 0.83 0.89 0.95

DPS 0.35 0.24 0.22 0.23 0.23 0.25 0.27 0.28

LT risk free rate 0.05% 0.15% 0.25% 0.35% 0.40% 0.50% 1.00% 1.25% 2.00%
Equity risk 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
premium

Company beta 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2
Cost of equity 7.3% 7.4% 7.5% 7.6% 7.6% 7.7% 8.2% 8.5% 9.2%
Target P/B 1.5
Terminal value 10.9
DPS 0.35 0.24 0.22 0.23 0.23 0.25 0.27 0.28
Discounted 0.35 0.24 0.21 0.20 0.19 0.19 0.18 0.18 6.34
DPS/TV

Sum of discounted 8.06

values

12m TP 8.06

Source: RBI/Raiffeisen Research

Peer-based valuation methods

We have used a sample of nine banks with similar business models mainly operating as market
makers and brokers. It is important to stress that there is no 100% overlap between selected
competitors given the various types of revenue streams split. In addition, due to the lack of official
forecasts, we have not taken into account the relevant multiples of Baader’s main peers on the
domestic market.

Peer group comparison

P/E Div. yield P/B ROE

1FY 2FY 3FY 1FY 2FY 3FY 1FY 2FY 3FY 1FY 2FY 3FY
Virtu 10.20 10.18 10.22 2.7% 27% 27% 252 227 158 29.3% 255% 23.0%
Cowen Inc 413 360 3.18 1.8% 22% 27% 0.8 0.62 0.60 20.1% 20.5% 15.0%
Jefferies Fin. 8.81 784 667 37% 41% 3.0% 078 074 080 89% 11.1% 12.0%
Group
Tradeweb 47.51 41.55 36.64 04% 05% 05% 374 355 336 80% 9.5% 12.0%
Markets Inc
Flow Traders 12.86 11.56 13.86 53% 52% 56% 255 233 224 223% 21.1% 17.0%

ABC Arbitrage 17.51 1276 1091 4.6% 6.2% 73% 294 269 249 169% 21.9% 23.8%

Swissquote Group 12.54 1240 11.42 1.9% 20% 21% 415 335 278 37.5% 30.1% 251%
Holding

FlatexDegiro 23.17 11.60 8.50 11.9% 22.1% 23.1%
Median 1270 11.58 10.57 27% 27% 27% 255 233 224 185% 21.5% 20.0%
Baader Bank 749 792 785 40% 38% 38% 156 138 1.23 222% 18.5% 16.5%

Source: Bloomberg, RB I/Raiffeisen Research, based on closing prices as of March 15, 2022

Price/Book — ROE Regression: Our peer group displays a relatively low correlation of
Price/Book multiples and consensus ROE expectations (R-squared 0.2 on 2022e and 2023e
estimates). We therefore apply only 5% weight of the resulting regression equations to derive a
fair value.

Price/Book — ROE Regression

2022¢ 2023e 2024e Average
Baader Bank ROE 22.2% 18.5% 16.5%
BVPS 3.77 4.28 4.81
PB/-ROE equation
X 4.710922 3.374435 4.887602
y intercept 1.520726 1.548806 1.08705
Target P/B 2.56 2.17 1.90
Implied 9.68 9.30 9.1 9.21

Source: Bloomberg, RBI/Raiffeisen Research

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Price/earnings: P/E multiples have been historically used to value banks with solid balance
sheets and healthy capital generation and comparable dividend policies. We have excluded the
two highest peer multiples (thus adding a bit of conservativism to our methodology) to derive our
peer-based valuation range and applied our mid-term bottom-line projections. We attach 15%

weight.
Price/Earnings
2022e 2023e 2024e Average
Baader Bank EPS 0.79 0.75 0.75
Peer group 12.70 11.58 10.57
Implied 10.00 8.62 7.94 8.28

Source: Bloomberg, RBI/Raiffeisen Research

Dividend yield: A fair value derived from the dividend yield assumes the average peer dividend
yield as a proxy for the asset to be valued. We consider a 10% weight.

Dividend yield
2022e 2023e 2024e Average
Baader Bank DPS 0.24 0.22 0.23
Peer group 2.7% 2.7% 2.7%
Implied 8.66 8.19 8.26 8.22

Source: Bloomberg, RBI/Raiffeisen Research
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Income statement (EUR mn) 12/2018 12/2019 12/2020 12/2021e 12/2022¢ 12/2023e
Total interest income 0.5 -0.8 2.6 -1.0 -1.1 -1.1
Total interest expense 0.0 0.0 0.0 0.0 0.0 0.0
Net interest income 0.5 -0.8 -2.6 -1.0 -1.1 -1.1
Net fee & commission 40.5 32.1 31.0 12.9 26.0 27.3
Net trading result 40.9 46.1 168.2 185.0 166.5 174.8
Other banking operations 0.0 0.0 0.0 0.0 0.0 0.0
Total operating income 81.9 77.4 196.6 196.9 191.5 201.0
Losses on loans and adv. 0.0 0.0 0.0 0.0 0.0 0.0
Personnel expenses -54.7 -46.5 71.2 -73.5 -70.6 73.4
Other adm. expenses -45.4 -44.6 -48.1 -55.9 -61.5 -66.4
Depreciation of PPE -17.4 -13.1 -20.4 -10.1 -11.1 -14.9
Depreciation of intangible assets 0.0 0.0 0.0 0.0 0.0 0.0
Administrative expenses -117.5 -104.2 -139.7 -139.5 -143.2 -154.7
Other operating profit/loss 16.1 26.9 -0.7 0.0 0.8 0.1
Earnings from ordinary activities -19.5 0.1 56.2 57.4 49.1 46.5
Adj. profit from ordinary activities -19.5 0.1 56.2 57.4 49.1 46.5
Gain/loss on net monetary position 0.0 0.0 0.0 0.0 0.0 0.0
Earnings before taxes -19.5 0.1 56.2 57.4 49.1 46.5
Taxes on income -1.6 -0.5 -14.1 -10.9 -12.3 -11.6
Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0
Net profit before minorities 21.1 -0.5 42.2 46.5 36.9 34.9
Minority interests held outside the group -0.3 -0.2 0.0 0.0 0.0 0.0
Net profit after minorities -21.4 -0.7 42.2 46.5 36.9 34.9
Adjusted net profit -21.4 -0.7 42.2 46.5 36.9 34.9
Balance sheet (EUR mn) 12/2018 12/2019 12/2020 12/2021e 12/2022e¢ 12/2023e
Cash & central bank 209.1 237.8 488.8 939.3 1,038.3 1,148.2
Financial institutions 99.2 78.6 163.0 179.3 197.2 217.0
Loans & advances to customers 26.8 38.5 47.3 59.1 65.0 71.5
Credit provisions 0.0 0.0 0.0 0.0 0.0 0.0
Trading assets 49.4 37.9 36.8 40.5 44.5 49.0
Other current fin. assets (AFS) 207.7 109.3 45.6 50.2 55.2 60.7
Investments (HTM & strat. partic.) 8.0 7.3 9.6 10.6 11.6 12.8
Property and equipment 81.7 77 4 74.5 82.0 90.1 99.2
Goodwill 17.6 14.2 9.3 10.2 11.3 12.4
Other intangible assets 0.0 0.0 0.0 0.0 0.0 0.0
Deferred tax assets 7.5 8.6 7.7 8.5 9.3 10.2
Other assets 6.2 7.8 59 6.5 7.1 7.9
Total assets 713.2 617.4 888.5 1,386.1 1,529.7 1,688.8
Due to financial institutions 98.8 61.8 82.6 90.9 99.9 109.9
Customer deposits 487.2 4441 593.6 1,038.8 1,142.7 1,256.9
Debt securities issued 0.0 0.0 0.0 0.0 0.0 0.0
Trading liabilities 0.0 0.0 0.0 0.0 0.0 0.0
Provisions 0.0 0.0 0.0 0.0 0.0 0.0
Deferred taxes 0.0 0.0 0.0 0.0 0.0 0.0
Accruals and def. income 0.0 0.0 0.0 0.0 0.0 0.0
Other liabilities 51.2 36.7 91.3 100.5 110.5 121.6
Subordinated capital 0.0 0.0 0.0 0.0 0.0 0.0
Minority interests (BS) 1.7 0.8 1.0 1.0 1.0 1.0
Shareholders' equity 74.3 73.9 119.9 154.9 175.5 199.3
Liabilities & shareholders' equity 713.2 617.3 888.4 1,386.0 1,529.6 1,688.8
Other ratios (x) 12/2018 12/2019 12/2020 12/2021e 12/2022¢ 12/2023e
Loan growth n.a. 43.7% 22.9% 25.0% 10.0% 10.0%
Deposit growth n.a. -8.8% 33.7% 75.0% 10.0% 10.0%
Loans/deposits 5.5% 8.7% 8.0% 57% 57% 57%
Tier 1 ratio n.a. 12.8% 14.6% 17.3% 21.2% 23.9%
Equity/total assets 10.7% 12.1% 13.6% 11.2% 11.5% 11.9%
NIl growth n.a. -260.0% 225.0% -61.5% 5.0% 5.0%
Net F&C growth n.a. -20.7% -3.4% -58.4% 101.7% 5.0%
NIM on fotal assets 0.1% -0.1% -0.3% -0.1% -0.1% -0.1%
Cost income ratio 143.5% 134.6% 71.1% 70.8% 74.8% 76.9%
NPL/customer loans 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
NPL coverage n.a. n.a. n.a. n.a. n.a. n.a.
LLP /customer loans 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Baader Bank, RBI/Raiffeisen Research estimates
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SWOT Analysis

Strengths/Opportunities

Weaknesses/Threats

Shareholder structure allowing for smooth adaption to the changing
regulatory environment and competitive markets

Integrated business model adequate to seize most benefits from the current
market environment

Dividend capacity owing to solid profitability outlook and negligible credit
risks with a 5-6% yield

Relatively high correlation of bank’s profitability with the adverse market
conditions

Sharp reduction of market volatilities could be somewhat detrimental to ROE

Return to monetary tightening cycle could dampen the growth of retail
brokerage accounts and impact trading activitis

Unforeseen regulatory risks

= Asa banking partner for FinTechs well positioned to participate in the fast
growing segment (incl. digital asset managers, Robo-advisory)

. Diversified operational model (even with non-core activities) enriching the
revenue base

Fact Sheet

Company description Shareholder structure
Baader Bank Group is a highly specialised German investment bank based in
UnterschleifBheim near Munich with more than 35 years of experience on the capital
markets. The bank runs an integrated business model combining Market Making,
Brokerage incl. Capital Markets, Asset Management, Banking and Research and as such
offers trading, settlement and banking services. Germany is the core market and through
its network of subsidiaries it is also present in the DACH region as well as in London and
New York with a various number of international institutional clients.

30.6%

= Baader Beteiligungs GmbH
Ubtrend & Co KG

u Uto Baader

0.3% = Free float
63.6%
5.4%

Income statement 12/2020 12/2021e 12/2022e 12/2023e Per share data 12/2020 12/2021e 12/2022e 12/2023e
(EUR mn) (EUR mn)
Net interest income -2.6 -1.0 -1.1 -1.1  EPS reported 0.92 1.00 0.79 0.75
Net fee & commission 31.0 12.9 26.0 27.3  Earnings per share (adj.) 0.92 1.00 0.79 0.75
Losses on loans and adv. 0.0 0.0 0.0 0.0  EPS growth n.a. 8.4% -20.7% -5.4%
Earnings before taxes 56.2 57.4 491 46.5  Book value per share 2.6 3.3 3.8 4.3
Net profit after minorities 42.2 46.5 36.9 34.9  Dividend per share 0.08 0.35 0.24 0.22
Adjusted net profit after 42.2 46.5 36.9 34.9  Payout ratio 9.0% 35.0% 30.0% 30.0%
minorities
Balance sheet 12/2020 12/2021e 12/2022e 12/2023e Valuation (x) 12/2020 12/2021e 12/2022e 12/2023e
Customer loans 47.3 59.1 65.0 71.5  PE reported 4.90 6.51 7.73 8.17
Customer deposits 593.6 1,038.8 1,142.7 1,256.9  Adjusted PE 4.90 6.51 7.73 8.17
Shareholders' equity 119.9 154.9 175.5 199.3  Price book value 1.72 1.95 1.62 1.43
Total equity 120.9 155.9 176.5 200.3  Return on equity adjusted 43.5% 33.8% 22.3% 18.6%

Dividend yield 1.83% 5.38% 3.88% 3.67%
Ratios 12/2020 12/2021e 12/2022e 12/2023e Tier 1 ratio 14.6% 17.3% 21.2% 23.9%
NPL/customer loans 0.0% 0.0% 0.0% 0.0%  Equity/total assets 13.6% 11.2% 11.5% 11.9%
Loans/deposits 8.0% 57% 57% 57%  Price/NAV 1.87 2.09 1.73 1.52
Cost/income 71.1% 70.8% 74.8% 76.9%  Equity/total assets 13.6% 11.2% 11.5% 11.9%

Source: Baader Bank, RBI/Raiffeisen Research estimates
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Publication schedule

Date Publication

01.04.2022 Annual report publication
28.04.2022 Q1 Earnings release
07.07.2022 Annual General Meeting
28.07.2022 Q2 Earnings release
27.10.2022 Q3 Earnings release

Recommendation history

17.09.2021 (Initiation date) Rating Target Price Prev. day's close ~ Upside Analyst
17.09.2021 Buy 10.30 6.96 48.0% J. Sikimic
18.01.2021 No Rating 5.55 % J. Sikimic

Coverage universe recommendation overview

The distribution of all recommendations relating to the 12 months prior to the publications date (column A), as well as the
distribution of recommendations in the context of which services of investment firms set out in Sections A (investment services
and activities) and B (ancillary services) of Annex | of Directive 2014/65/EU of the European Parliament and of the Council
("special services") have been provided in the past 12 months (column B).

Column A Column B

Investment recommendation Basis: All recommendations for all financial Basis: Recommendations for financial
instruments (last 12 months)  instruments of all issuers, for which special
services were rendered in the last 12 months

Buy recommendations 58.0% 61.1%
Hold recommendations 24.2% 23.0%
Sell recommendations 17.7% 15.9%
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Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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account the investment objectives, financial situation or particular needs of any specific client of RBIM. Before making an investment decision on the basis of this Report, the
recipients of this Report should consider whether this Report or any information contained herein are appropriate or suitable with regard to their own investment needs,
objectives and suitability. Any recommendation contained in this Report may not be suitable for all investors. Past performance of securities and other financial instruments
are not indicative of future performance. RBIM can be neither a price guarantor nor an insurer of market conditions.

Given the cyclical nature of the banking sector in which this company, Baader Bank, operates, banking can be one of the most volatile industries within the financial sector.
However, also other financial companies (insurances, stock exchanges, asset management operations) can be regarded as volatile. The main risks are the overall health of
the global economy as well as the macroeconomic conditions of the countries the companies operate in. This also includes currency, interest rate and political risks. The risk
of natural catastrophes and investment related risks are among industry specific risks. In addition, changes in the regulatory environment may limit the scope and
profitability of the business and require additional expenditures or capital. Finally, given the volatility in asset prices, currencies and interest rates, it is crucial to evaluate
counterparty risk to mitigate default risk.

This Report may cover numerous securities, some of which may not be qualified for sale in certain states and may therefore not be offered to investors in such states. This
Document should not be construed as providing investment advice. Investing in non-U.S. securities, including ADRs, involves significant risks such as fluctuation of
exchange rates that may have adverse effects on the value or price of income derived from the security. Securities of some foreign companies may be less liquid and prices
more volatile than securities of U.S. companies. Securities of non-U.S. issuers may not be registered with or subject to Securities and Exchange Commission reporting
requirements; therefore, information regarding such issuers may be limited. Securities which are not registered in the United States may not be offered or sold, directly or
indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Securities Act of 1933 [the “Securities Act’]), except pursuant to an
exemption under the Securities Act. This Report and the contents therein are the copyright product, and property of, RBIM or RBI. It is intended solely for those to whom
RBIM directly distributes this Report. Any reproduction, republication dissemination, and/or other use of this Report by any recipient of it, or by any third party, without the
express written consent of RBIM, is strictly prohibited.

U.S. persons receiving the research and wishing to effect any transactions in any security discussed in the Report should do so through RBIM, and not the issuer of the
research. RBIM can be reached at 1177 Avenue of the Americas, 5th Floor, New York, NY 10036, 212-600-2588.

SPECIAL ADDITIONAL REGULATIONS FOR THE UNITED STATES OF AMERICA REGARDING ANY MATERIALS DISCUSSING RUSSIAN EQUITIES (HEREINAFTER REFERRED TO
AS "RUSSIAN EQUITIES MATERIALS")

Any Russian Equities Materials are distributed for informational purposes only and do not constitute a solicitation for, or an offer to buy, any of the financial instruments
discussed. The Russian Equities Materials do not provide financial analysis, do not constitute investment advice and are not intended to provide a sufficient basis on which
to make an investment decision. The Russian Equities Materials have not been prepared by financial analysts in accordance with the legal and regulatory rules applicable
to research reports as stipulated under US law. The author(s) of the Russian Equities Materials has(have) not necessarily complied with the legal and regulatory rules
concerning analyst independence as stipulated under US law, and its author(s) is(are) only paid a salary and not any form of transaction-action based compensation,
directly or indirectly. The author(s) of the Russian Equities Materials may be contacted solely to answer questions concerning their content, but will not solicit or accept
orders for any financial instruments. Opinions, projections, forecasts and estimates in this report referring to any Russian Equities Materials constitute the current judgement
of the author(s) as of the date of this report and are subject to change without notice. RBI and its affiliated companies and employees have no obligation to update, modify
or amend or to otherwise notify a recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein changes or
subsequently becomes inaccurate. Facts and views presented in the Russian Equities Materials have not been reviewed by, and may not reflect information known to, other
professionals of RBI. RB International Markets (USA) LLC assumes responsibility for the content of the Russian Equities Materials. U.S. persons receiving the Russian Equities
Materials and wishing to effect any transactions in any security discussed in the Russian Equities Materials should contact RB International (USA) LLC, and not the respective
author(s) of the Russian Equities Materials.

RBI is a stock corporation, incorporated under the laws of the Republic of Austria and registered in the companies register of the commercial court in Vienna, Austria. The
principal executive office of RBI is at, Am Stadtpark 9, 1030 Vienna, Austria. The shares of RBI are listed on the Vienna stock exchange (ISIN: AT0000606306 / Vienna
Stock Exchange; ticker RBI AV). RBI is a corporate investment bank and domiciled in Austria. For many years RBI has been operating in Central and Eastern Europe (CEE),
where it maintains a network of subsidiary banks, leasing companies and numerous financial service providers in several markets. As a result of its position within Austria
and CEE, RBI has an established course of dealing, stretching in some cases over many decades, with participants in the following industries: oil & gas, technology,
utilities, real estate, telecommunications, financials, basic materials, cyclical and noncyclical consumers, healthcare and industrials. It strives to offer a wide spectrum of
services and products including services and products associated with stock, derivatives, and equity capital transactions. RBI's institutional equity research department
covers Austrian and Eastern European companies from the business fields: utilities, information technology, banks, insurance, transportation & logistics, real estate, capital
goods, construction & building materials, basic materials, oil & gas, consumer staples and consumer cyclicals, communication.

Supervisory authorities: Austrian Financial Market Authority (FMA), 1090 Vienna, Otto-Wagner-Platz 5, Austria and Oesterreichische Nationalbank, 1090 Vienna, Otto-
Wagner Platz 3, Austria, as well as the European Central Bank (ECB), 60640 Frankfurt am Main, Germany, the latter within the context of the Single Supervisory
Mechanism (SSM), which consists of the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 of the Council of the European Union).

DISCLOSURE ASPECTS

The following disclosures apply to the security when stated under the applicable disclosures section (RB International Markets (USA) LLC is hereinafter being referred to as
"RBIM"):

21. RBIM, or an doffiliate, has acted as manager, co-manager, or underwriting participant of a public offering for this company in the past 12 months.

22. RBIM, or an dffiliate, has performed investment banking, capital markets, or other comparable services for this company or its officers in the past 12 months.

23. RBIM, or an affiliate, expects to receive or intends to seek compensation for investment banking services from the subject company in the next 3 months.

24. Securities, or derivatives thereof, of this company are owned either directly by the securities analyst or an affiliate, covering the stock, or a member of his/her team, or
indirectly by the household family members.

25. An officer, or a household family member of an officer, of RBIM, or an dffiliate, is a director or an officer of the company.

26. RBIM, or an offiliate, beneficially owns 1% or more of any class of this company(ies) common equity.

Applicable disclosures: No disclosures

RBIM’s ultimate parent company is Raiffeisen Bank International AG ("RBI"). Although RBI or its affiliated entities may have concluded transactions for products or services
(including but not limited to investment banking services) with the subject company, Baader Bank, or companies in the past 12 months, no employee of RBI or of its
affiliates has the ability to influence the substance of the research reports prepared by the research analysts of RBI. RBIM is a broker-dealer registered with the SEC, FINRA
and SIPC.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK)
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This Document does neither constitute a public offer in the meaning of the Regulation (EU) 2017/1129 ("EU Prospectus Regulation") nor a prospectus in the meaning of the
EU Prospectus Regulation or of the Austrian Stock Exchange Act 2018 (Bérsegesetz 2018). Furthermore this Document is not intended to recommend the purchase or the
sale of securities or investments in the meaning of the Austrian Securities Supervision Act 2018 (Wertpapieraufsichtsgesetz 2018). This Document does not replace the
necessary advice concerning the purchase or the sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly
contact Raiffeisen Bank International AG (Equity Sales). Special regulations for the United Kingdom of Great Britain and Northern Ireland (UK): this Document has either
been approved or issued by RBI in order to promote its investment business. Raiffeisen Bank International AG ("RBI"), London Branch is authorised by the Austrian Financial
Market Authority and subject to limited regulation by the Financial Conduct Authority ("FCA"). Details about the extent of its regulation by the FCA are available on
request. This Document is not intended for investors who are Retail Customers within the meaning of the FCA rules and should therefore not be distributed to them. Neither
the information nor the opinions expressed herein constitute or are to be construed as an offer or solicitation of an offer to buy (or sell) investments. RBI may have effected
an Own Account Transaction within the meaning of FCA rules in any investment mentioned herein or related investments and or may have a position or holding in such
investments as a result. RBI might have acted, or might be acting, as a manager or co-manager of a public offering of any securities mentioned in this Report or in any
related security.

INFORMATION REGARDING THE PRINCIPALITY OF LIECHTENSTEIN

COMMISSION DIRECTIVE 2003/125/EC of 22 December 2003 implementing Directive 2003/6/EC of the European Parliament and of the Council as regards the fair
presentation of investment recommendations and the disclosure of conflicts of interest has been incorporated into national law in the Principality of Liechtenstein by the
Finanzanalyse-Markimissbrauchs-Verordnung.

If any term of this disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as it is severable from the remaining terms,
be deemed omitted from this disclaimer; it shall in no way affect the legality, validity or enforceability of the remaining terms.

Imprint

Information requirements pursuant to the Austrian E-Commerce Act

Raiffeisen Bank International AG

Registered Office: Am Stadtpark 9, 1030 Vienna

Postal address: 1010 Vienna, POB 50

Phone: +43-1-71707-0; Fax: + 43-1-71707-1848

Company Register Number: FN 122119m at the Commercial Court of Vienna

VAT Identification Number: UID ATU 57531200

Austrian Data Processing Register: Data processing register number (DVR): 4002771

S.W.LF.T.-Code: RZBA AT WW

Supervisory Authorities: Supervisory authority: As a credit institution (acc. to §1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG is subject to the
supervision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank). Additionally,
RBI is subject to the supervision by the European Central Bank (ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists of
the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise, references to legal
norms refer to norms enacted by the Republic of Austria.

Membership: Austrian Federal Economic Chamber, Federal Bank and Insurance Sector, Raiffeisen Association

Statement pursuant to the Austrian Media Act

Publisher and editorial office of this publication: Raiffeisen Bank International AG, Am Stadtpark 9, A-1030 Vienna

Media Owner of this publication: Raiffeisen Research - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen, Am Stadtpark 9, A-1030
Vienna

Executive Committee of Raiffeisen Research - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen: Mag. Peter Brezinschek (Chairman),
Mag. Helge Rechberger (Vice-Chairman)

Raiffeisen Research - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen is constituted as state-registered society. Purpose and activity are
(inter alia), the distribution of analysis, data, forecasts and reports and similar publications related to the Austrian and international economy as well as financial markets.
Basic tendency of the content of this publication

Presentation of activities of Raiffeisen Bank International AG and its subsidiaries in the area of conducting analysis related to the Austrian and international economy as
well as the financial markets.

Publishing of analysis according to various methods of analyses covering economics, interest rates and currencies, government and corporate bonds, equities as well as
commodities with a regional focus on the euro area and Central and Eastern Europe under consideration of the global markets.

Producer of this publication: Raiffeisen Bank International AG, Am Stadtpark 9, A-1030 Vienna
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