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Management report

The mission of the investment management company “INDEXO” (IPAS "INDEXQO",
hereinafter “the Company” or “INDEXQO") is to offer modern, transparent, and simple
investment products at low cost and to improve competition and transparency in the
Latvian financial services industry. We are the fastest growing pension fund manager in
Latvia in process of obtaining a banking license. We have added 6000 customers to
reach 105 900 customers in 1Q 2023 (43% y-o-y) and our Assets Under Management
(AUM) has grown to 655.6 million euros (32% y-o-y).

In the 1Q of 2023 INDEXO has continued its strong growth. The environment the
company is operating remains challenging:
1) Highinflation has decreased the real income of the population.
2) The stock markets remain volatile as the investors and the companies are finding
footing after the rapid interest rate increase in the market.
3) The economic environment in Latvia remains uncertain due to the macro
environment in Europe and the ongoing war in Ukraine.
Despite the challenges, the Latvian economy has shown resilience. Metrics that matter for
our pension business like employment and wage growth remain strong.

Main achievements of INDEXO in Q1 2023:

1)  During the last 12 months INDEXO customer number increased by 31 800 or 43%
and reached 105 900. Considering our client acquisition speed, we are well on
track to reach 128 000 customer accounts by the end of the year.

2) Our AUM continues to grow and reached 656 million euros, up 32% from 495
millionin Q1 2022 and 71.1 million euros or 12% from year end 2022 when the AUM
stood at 585 million euros.

3) Our company continues to grow faster than the market and has reached 10.8%
market share in 2" pillar pension products at the end of the quarter.

4)  Our quarterly incoming 2" pillar social tax contributions grew by 57% from 12.3
million in Q1 2022 to 19.3 million in Q1 2023, driven by higher customer numbers
and growing salaries.

5) Our customer retention figure has improved from 93.6% to 94.18% from Q1
2022. We have changed the way we calculate churn, and the explanation of their
restatement can be found below in the report.

6) INDEXO overtook Luminor as the 4t largest 2" pillar manager during the quarter.
Given our growth and expectation that our AUM will reach approximately 900
million by the end of the year, we expect to overtake Citadele during 2023 and
become 3" largest pension manager in 2" pillar in Latvia.

7)  Onthe March 31, INDEXO submitted the full licensing package to the Central Bank
of Latvia. During Q1 we worked closely with the Central Bank of Latvia on the
licensing documentation and the European Central Bank has started the review
process of our license application.

8) INDEXO has co-founded a real estate fund management company to invest into
Latvian real estate. Our aim is to create a low-cost real estate fund that will be
accessible also to retail investors. During Q1, we invested approximately 2 million
euros into the fund.
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Data highlights
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Mar2023 |  Mar2022 | SMon9e
Clients Thousands 105.9 74.1 43%
AUM Millions, EUR 655.6 496.5 32%
Quarterly pension inflows Millions, EUR 19.3 12.3 57%
Churn Annualized % 5.82% 6.40% (9%)
Commission income Millions, EUR 0.65 0.5 29%
Operating income Millions, EUR 0.38 0.31 19%
Net income Millions, EUR (0.73) (0.23) (222%)

Pension Fund Management
2nd pillar plans

INDEXO long term shareholder value growth depends on our ability to grow our pension
plan customer base. Each customer will on a monthly basis over time contribute to their
pension account that will be invested according to INDEXO investment strategy and will
compound with the world equity markets until the person retires. As these pension
accounts grow, so does INDEXO revenue. INDEXO is able to attract customers at
attractive cost compared to the lifetime customer value.

In Q1 2023 Indexo added 4 934 customers and over rolling 12 month period Indexo
added 25 896 customers. The customer acquisition happens across different physical and
online channels and given that Indexo market share is still only about 7.4% of total Latvian
2n pillar customer base, we see a strong potential for further growth.

2nd Pillar pension assets, 2nd pPillar pension clients,
millions EUR thousands
643
575 96
533 91
491 478 70 76 84 I I
Q12022 Q22022 Q32022 Q42022 Q12023 Q12022 Q22022 Q32022 Q42022 Q12023

Latvian 2" pillar pension system allows customers to change their plan only once a year.
That means that normally the number of customers leaving the asset managers is higher
in the first quarter that in the subsequent quarters and the net customer inflows are higher
throughout the year.

Over the last 12 months, our AUM 2" pillar AUM growth was affected by falling equity
and bond markets. Indexo AUM meanwhile grew 31% to 643 million euros. This was due
to new customer asset inflow and social tax contributions to our 2" pillar customers’
accounts.
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2" Pillar pension waterfall chart Q1 2022 - Q1 2023

Millions EUR, based on 1l:?g;':magement estimates
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As our public presence increases and our long-term results show the success of our
chosen investment strategy, our customer retention improved during the year. We ended
the quarter with 94.18% customer retention. We hope that once Indexo launches its
banking offer, our relevance for clients will increase and less customers will choose other
pension fund managers despite Indexo’s strong passive management track record.

Restatement of Customer Retention

The calculation method for the 2" pillar pension customer retention rate has been
changed. Previously the churn rate would be calculated based on 1Q churn projected until
the end of the year divided over end of year customer number.

New customer retention figure is the actual number of clients leaving in 12month period
over the average customer number in the same period. So, the new method looks at
actual churn and does not involve forecasting.

We are also happy to say that net of fees, INDEXO clients have the best long term returns
in the Latvian market in comparison with other asset managers. INDEXO introduced
passive index investing to Latvian market and this strategy has so far proven outperformed
most competition both in times when markets grow, or when they go down. Of course, it
is important to remember that financial markets are volatile and past performance is not
always indicative of future results.
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As of 31 March 2023, our long-term plan returns are as follows:

Pension plan Risk Profile 3-year return (per | 5-year return (per
annum annum)

INDEXO lzaugsme 47-57 | 50% Equity 5.42% 4.31%

INDEXO Jauda 16-50 100% Equity 11.51% 7.20%

INDEXO Konservativais 100% Bonds -3.57% -

55+

The results of our plans using passive investment strategy can be seen on
www.manapensija.lv.

Our conservative plan investors have a disappointing year due to bond markets dropping
while central banks increase interest rates. This “rate normalization” process comes at the
end of a 10-year long period of low interest rates that benefited bond prices. Our aim with
our conservative plan is to minimize credit risk and ensure good liquidity of the
instruments in our portfolio. We will consider changes to our investment strategy to
reduce interest rate volatility effect on the fund performance, by shortening the average
duration of the portfolio, which currently is stands at 3-5 years.

3 pillar plans
INDEXO has an attractive voluntary 3 pillar pension product with personalized automatic
rebalancing and low fees. It means that as a person near the pension age, INDEXO

automatically starts reducing equity risk according to pre-set glide path. On the other

hand, I

nd





































