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Welcome to the Baltic market

Welcome to the 2010 edition of the NASDAQ
OMX Guide to the Baltic Securities Market, your
indispensable reference point for news and
developments affecting the Baltic securities
markets, summaries of all Main List and some of
the larger Secondary List companies, as well as
other investment ideas for established and new
investors.

Despite the challenging times endured by the
global financial system, the NASDAQ OMX Baltic
exchanges continue to improve the quality of
their offering in the region.

NASDAQ OMX Group's desire to acquire full
ownership in the Baltic exchanges as well as
the harmonization of trading technology give
proof of the region’s high potential and increase
integration with the global securities markets.
Two successful IPOs - Premia Foods and Linas
Agro Group - and a rights offerings of City Service
and Ekspress Grupp mark a recovery in market

sentiment after the lows of 2009. Development
of market indices and deeper interest in public
securities market as a capital raising source
indicate more optimistic view and increased
confidence in the Baltic market.

Moves towards adopting the Euro as the trading
and settlement currency in Estonia and Lithuania
by the beginning of 2011, with plans to do
the same in Latvia shortly thereafter, signal
the exchanges’ desire to ease the passage
of business for international investors. This is
backed up by efforts to bring investors more real-
time information, with the introduction of the next
generation trading platform, Genium INET, and
more advanced trading surveillance systems.

Alongside our continued promotion of better
education services, these initiatives demonstrate
NASDAQ OMX Baltic's commitment to improving
local equity culture and to welcoming investors
from around the globe.









New core system Depend in Estonian CSD
Estonia’s CSD will introduce a new core system
called Depend on January 1, 2011, at the same
time as the country adopts the euro. Cash set-
tlement will take place in Target2-Estonia and
transactions will be settled in Euro only. Clear-
ing and settlement processes will be amended
to accord with the best practices and interna-
tional standards. Settlement will be through
Real Time Gross Settlement (RTGS) with optimiza-
tion batches instead of batch processing, which
should reduce the assets commitment periods
and risks for buyers and sellers.

NASDAQ OMX Vilnius to hold euro-denominated
Lithuanian Government bond auctions

In July 2010, NASDAQ OMX Vilnius started hold-
ing primary auctions of Lithuanian government

Latest developments at NASDAQ OMX Baltic

bonds denominated in euros. Until then, bond
auctions had been held only in the Lithuanian
national currency, the Litas. Government bond
auctions are held on the NASBAQ OMX trading
platform, whereas the clearing and settlement
of the trades executed at auctions is handled by
the Central Securities Depository of Lithuania.

Settlement for debt securities in euro

Quoting and trading in debt securities on NASDAQ
OMX Vilnius has been expanded, not only for
trades conducted in litas or euros, but for other
currencies as well (settlements are made in litas).
Since February 2010, the settlement of trades in
euro-denominated securities at NASDAQ OMX Vil-
nius are performed via the TARGET 2 payment
system. Currently this applies to trades in debt
securities.



An in-depth look at
NASDAQ OMX Baltic

NASBAQ OMX Baltic is part of the NASDAQ OMX
Group, Inc., the world’s largest exchange com-
pany with capabilities in trading, technology and
service that reach across six continents. NASDAQ
OMX operates a variety of listing platforms to pro-
vide multiple global capital raising solutions for
private and public companies around the globe.
NASDAQ OMX offers trading across multiple asset
classes, including equities, derivatives, debt,
commodities, structured products and ETFs.
NASDAQ OMX Group is the world’s largest provider
of technology for the exchange industry - pro-
viding services to over 70 exchanges, clearing
organizations and central securities depositories
in more than 50 countries.

NASBAQ OMX Baltic is positioned on the cross-
roads between central, western and northern
Europe, the Baltic and CIS markets. The region’s
strengths provide exceptional business opportu-
nities for investors: political stability, economic
freedom, some of the most diversified industry in
north-eastern Europe, an attractive investment
environment, which is relatively inexpensive with
easy access to capital, and a young, well-edu-
cated workforce.

NASDAQ OMX Baltic provides customers with con-
venient access and quality products. We con-
tinue to expand what we offer and to provide a
wider selection of joint Baltic services and instru-
ments to local and international customers.

NASDAQ OMX ownership
in the Baltics

100% of NASDAQ OMX Tallinn
Estonian Central Depository (100%]

~93% of NASDAQ OMX Riga
Latvian Central Depository (100%)

~95% of NASDAQ OMX Vilnius
Central Securities Depository of
Lithuania (8%)

32% of the Central Securities Depository

of Lithuania

An in-depth look at NASDAQ OMX Baltic
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NASDAQ OMX Baltic — what we offer to
investors, members and information
vendors

NASDAQ OMX Baltic's securities market aims to
provide a one-stop-shop for trading and settle-
ment in the Baltic region, thereby making the
region more accessible and attractive to for-
eign and local investors, as well as listed com-
panies. The market — comprising of three Baltic
exchanges, the central securities deposito-
ries of Estonia and Latvia, and a network of local
and international members - offers a compre-
hensive, efficient and secure marketplace regu-
lated to global standards for companies to raise
capital and for investors to transact and settle
financial products seamlessly between the three
countries.

Baltic investment products

Altogether, close to one hundred companies are
listed on two Baltic equities lists. In addition,
NASDAQ OMX Baltic provides trading in almost a
hundred bonds of different maturities, presented
in the Baltic Bond List, which had a market cap of
around EUR 2.1 billion in mid-2010. The concept
of combining Baltic products into common lists
has also been extended to include investment
fund units. NASDAQ OMX’s exchanges in Riga and
Vilnius have developed an infrastructure for pri-
mary placement of new bond issues, used by the
Latvian and Lithuanian Governments and corpo-
rate issuers.

r

Baltic Main List

Baltic Secondary List

First North Baltic

Regulated market

Regulated market

Alternative marketplace

Market cap of at least
EUR 4 million

Smaller market cap

No minimum market cap
requirements

25% free float or at least
EUR 10 million capitalization

No minimum free float
requirement

No minimum free float
requirement

Three years operating history

No minimum requirements
(2 years in Vilnius)

No minimum requirements

GICS classification

GICS classification

GICS classification

IFRS/GAAP IFRS/GAAP/Local standards  Local standards or IFRS
(Riga)
&
e A
Baltic Bonds Baltic Funds
Listing and trading in: Listing and trading in:
+ Government bonds + Open-ended fund units
- Corporate bonds + Closed-end fund units
+ Mortgage bonds
Listing and trading in Baltic Fund Center displays
national currencies, EUR and comparable performance
USD (and other currencies of indicators for Baltic funds
denomination in Vilnius)
_ J
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NASDAQ OMX First North

NASDAQ OMX First North is an alternative mar-
ketplace specifically designed for fast-growing,
developing companies with a need for market
facilitation. In the Baltic countries, First North is
harmonized across the NASDAQ OMX exchanges
in Tallinn, Riga and Vilnius. First North utilizes
the NASDAQ OMX trading, information and distri-
bution infrastructure - but has lower regulatory
demands and admission requirements.

At the same time, First North brings investors at
home and abroad a wider range of investment
possibilities, such as first-hand access to the

companies of tomorrow and the opportunity to
share in their growth and success. It may involve
higher risk but, on the other hand, may provide
better returns.

There are 18 Certified Advisers affiliated with First
North qualified to guide growth companies to
the Baltic alternative market. To join First North,
a company should enter into an advisory agree-
ment with one of our Certified Advisers.

For more information about First North visit:
www.nasdagomxbaltic.com/firstnorth

e N\ )
First North Baltic The NASDAQ OMX Baltic offering includes:
certified advisers

1. Easyremote access for members
through pan-Baltic membership
NASDAQ OMX Tallinn
_ _ 2. Easyaccess for investors to all Baltic

* Aare Raig Law Firm investment products through any of
= LawFirm Lepik & the numerous pan-Baltic members

Luhagar LAW'N 3. Efficient cross-bordertrading and settlement
= Law Firm Sorainen )
= Cresco Vaartpaberite AS = Acommon trading system - INET
= Deloitte Advisory = Asingle access point to Baltic local
= Redgate Capital markets (Tallinn, Riga and Vilnius)
= SEB Enskilda = Harmonized market practices and rules
= Swedbank = Delivery-versus-payment (DVP)
NASDAQ OMX Riga link between the Baltic CSDs
= Advante Corporate Finance = Free-of-payment [FOP) link between the CSDs
= Ardente 4. One market information source
= Eventus Corporate Finance . -

; = Baltic equity lists
= SEB Enskilda
o = Baltic bond list
NASDAQ OMX Vilnius
— — . = Baltic fund list
) Baltuos [m0n|qf|nansa| = Common Baltic and harmonized local indexes
= Deloitte Lietuva
= GILD = Common website -
= SEBEnskilda www.nasdagomxbaltic.com
= Swedbank = (One market data package for vendors
= Verslo konsultaciju spektras
_ J J
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International standards to
facilitate benchmarking

NASDAQ OMX’s exchanges in the Nordic and
Baltic regions use the Global Industry Clas-
sification Standard (GICS), a global standard
developed by Morgan Stanley Capital Interna-
tional and Standard & Poor’s. Companies are
classified according to their principal busi-
ness activity, defined according to the area
in which a company generates the major part
of its revenue.

Tradeable
index

Benchmark
index

All-share &
Sector indexes

Tradable index All Share indexes
e OMXBaltic 10 e (OMX Baltic

e OMXTallinn
Benchmark index * OMXRiga
e QOMXBaltic e OMXVilnius

Benchmark indexes

Readily available information for
informed investment decisions

NASDAQ OMX Baltic offers a comprehensive range
of real-time and historical data services, as well
as other useful information products for inves-
tars, financial professionals and the media.

www.nasdaqomxbaltic.com

Presents real time as well as historical market
information and periodical statistical informa-
tion, including monthly statistical reports called
Baltic Bulletins. All information is available free of
charge.

NASDAQ OMX Baltic Fund Center
www.nasdagqomxbaltic.com/balticfunds

The Baltic Fund Center is an online information
center providing investors with performance
information for most of the funds offered in the
Baltic countries. Data of funds is displayed in a
consistent, user-friendly manner, making com-
parison of fund performance easy. All information
is available free of charge.

e N\
Indexes historical overview
OMXT Value / OMXR Value / / OMXBBCAPGI Value
1200
1000
800 ‘:\\/ \/\
600 j{_///k/‘\’\ /\-/vv
400 % ~ t\ \JJ v‘\\]
200 r\v _//s \J\’/
= | |
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\ y,
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Vendor information

One of the main services of NASDAQ OMX Baltic
is to provide the necessary market information
to vendors, who further disseminate the data in
various forms to their redistributors, customers
or end-users: brokers, institutions and individual
investors.

NASDAQ OMX Baltic’'s exchanges offer a wide
range of information products, covering real time
information, information with a 15-minute delay,
basic analysis data and batch data.

NASDAQ OMX Baltic’s exchanges apply the same
Agreement as used by NASDAQ OMX Nordic’s
exchanges. Vendors who have already entered
into an agreement with any NASDAQ OMX Nordic
exchange need only mark the Baltic products
they wish to subscribe to in the Application Form.

For more information about our market data
offering, please visit the NASDAQ OMX Baltic web-
site. For a list of vendors see page 88.

GlobeNewswire

The distribution service of GlobeNewswire is tai-
lor-made for listed companies in the Nordic and
Baltic region. Through GlobeNewswire, listed
companies are able to fulfill the exchange’s dis-
closure requirements as well as those of other
authorities through our extensive distribution
locally and across Europe.

The Market Data Feed is the main distribution
channel, reaching approximately 500,000 recipi-
ents through key media and data vendors, such
as Reuters and Bloomberg.

The NASDAQ OMX news distribution service deliv-
ers information instantly and simultaneously
to some 3,000 traders, including those actively
buying or selling stocks via the trading system.
Our market data feeds are subscribed to by more
than 100 global information distributors, such as
Reuters, Bloomberg and SIX, as well as 80,000
professional investors and several major bank
platforms. Our distribution network includes real-
time integration to editorial systems at major
newspapers and broadcast outlets, direct feeds
to top news agency databases and websites,
and customized emails sent directly to individual
journalists, analysts and business professionals.

An in-depth look at NASDAQ OMX Baltic
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Efficient cross-border trading and
settlement

NASDAQ OMX Baltic facilitates efficient cross-
border trading and settlement between the
exchanges in Estonia, Latvia and Lithuania,
thereby making the Baltic region more accessi-
ble and attractive to investors and listed com-
panies. By utilizing a common trading system, as
well as common rules and requirements between
the exchanges, and offering an advanced deliv-
ery versus payment (DVP] link, investors are able
to trade and settle efficiently and seamlessly
between the three markets.

Advanced electronic trading system INET

NASDAQ OMX Baltic's stock exchanges oper-
ate according to the order-driven trading model,
where bids and offers are entered in the relevant
order book and automatically matched to trades
when price, volume and other order conditions
are met.

NASBAQ OMX Baltic exchanges use the trad-
ing system INET for equity trading. Recognized
as the most advanced securities trading tech-
nology in the world, INET is used in NASDAQ OMX
Group’s exchanges in the US, the Nordic and
Baltic countries.

Having one single trading platform, used by
investors worldwide, eases and facilitates trans-
Atlantic access for members to the Nordic and
Baltic markets. With the introduction of INET,
exchange members can enjoy greater flexibility
as the platform can be used via the internet.

Fixed income instruments are traded on the
Saxess platform.

An in-depth look at NASDAQ OMX Baltic

TRADING DAY

All three Baltic exchanges have the same
structure and hours to their trading day. The
day’s structure is also harmonized with other
exchanges at NASDAQ OMX Nordic.

( )

Trading day structure

Time Trading phase

09:00 - 10:00 Pre-Open

10:00 Opening call (Uncross)
10:00 - 15:55 Continuous trading
15:55 - 16:00 Pre-Close

16:00° Closing call (Uncross)
16:00 - 16:30 Post-trade

16:30 - 09:00 Market closed

* Randomly picked by the system between 15:59:30 and
16:00:00. GMT +02:00, different trading hours apply to
the fixed income market

Trading currencies
Trading takes place in the following currencies:

= Estonia: trading in EUR, settlementin
EUR as of January 1, 2011. Estonian
CSD joined TARGET2 in August 2009.

= Latvia: financial instruments issued in Latvia
are traded and settled in the currency they
are issued - LVL, USD or EUR. Cash legs in
USD/EUR are settled via commercial banks.

= Lithuania: both trading and settlement
in LTL. Settlement of trades concluded
in debt securities denominated in EUR is
performed in EUR. NASBAQ OMX Vilnius will
start using EUR as the trading and clearing
currency for share trading in November 2010.
Lithuanian CSD joined TARGET?2 in 2007.



All three Baltic countries are part of the EU’s
exchange rate mechanism, ERM-2. Participa-
tion means that each country’s domestic cur-
rency is pegged to the euro in order to prepare
the respective country for full membership of the
monetary union.

Tick size and trading lots

As of November 2010, the tick size for listed equi-
ties is EUR 0.001 on NASDAQ OMX Tallinn and Vil-
nius, and LVL 0.001 on NASDAQ OMX Riga. The min-
imum trading lot for Baltic listed securities is 1.

Common trading rules and practices

One of the cornerstones of the NASDAQ OMX
Baltic is a harmonized regulatory framework. The
Baltic exchanges have harmonized trading rules
and membership requirements, and are com-
patible with member rules at other NASDAQ OMX
exchanges in Copenhagen, Helsinki, Reykjavik
and Stockholm.

Clearing and settlement

The Baltic central securities depositories pro-
vide centralized clearing and settlement in each
market, as well as execution of corporate actions,
assuring a level playing field for local and inter-
national investors.

All securities listed on the Baltic exchanges must
be registered in the respective national central
securities depository (CSD). Institutions that are
members of a stock exchange do not necessar-
ily need to become participants of a CSD and/
or member of the national central bank, but can
facilitate all or part of the clearing and settle-
ment process via appointed clearing agents.

The default settlement cycle for automatically
matched stock exchange trades is three days
after the trading day (T+3). However, settlement

for treasury securities listed in Lithuania is T+1.
Other settlement cycles are possible for manual
transactions.

Cross-border settlement

The Baltic central securities depositories have
harmonized clearing and settlement processes,
simplifying investments in Baltic securities - all
members and investors need is a single secu-
rities and cash account in one Baltic country,
to which the securities registered in any of the
Baltic CSDs can be settled.

Pan-Baltic settlement link

1. Aninvestor with a securities
account in Estonia/Latvia/Lithuania
can easily buy and sell securities
in any of the three countries

2. Aninvestorinterested in
buying securities in one of the
neighboring countries no longer
needs to open a new account
in the country in question

3. Payments are made in local currency
(EEK in Estonia, LVL in Latvia,
LTL in Lithuanial; the cash-leg in
foreign currencies is settled via
commercial banks [EUR and USD]

4. One common clearing and settlement
time schedule for Baltic stock
exchange transactions. A market
specific time schedule remains for
Latvian tradable government bonds

5. Stock exchange transactions are
settled via cross-border DVP

6. Cross-border FOP transfers and 0TC
DVP transactions are available to
all account operators and account
managers of the Baltic CSDs

An in-depth look at NASDAQ OMX Baltic
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The cross-border link supports the clearing and
settlement of a full range of transaction types
(i.e. stock exchange trades, FOP transfers and
over-the-counter delivery versus payment (0TC
DVP] transactions] on the cross-border second-
ary market.

The clearing and settlement solution between the
Baltic CSDs complies with the Issuer CSD Model,
meaning that the Issuer CSD takes the responsi-
bility for the settlement of securities registered
with it. The cash clearing of a cross-border DVP
transaction is conducted in its original currency
in the respective central bank via local commer-
cial banks.

Further information on the Baltic market and
its clearing and settlement practices can be
obtained from the Baltic Market Practice Guide
for Securities Settlement, available on the Baltic
CSDs" websites.

Other depository services

Recent activities at the Baltic CSDs have con-
centrated on step-by-step improvement of the
information exchange on corporate actions. From
January 2008, information on corporate actions is
exchanged between the Baltic CSDs using SWIFT
messaging. From June 2008, the Estonian CSD
introduced ISO standard messages and e-mail,
as well as SWIFT, to transmit corporate actions to
local account operators.

Further information on the practices and execu-
tion of corporate actions at the Estonian, Lat-
vian and Lithuanian Central Depositories can be
obtained from “The Corporate Actions Practice
Guide” available on the CSDs” websites.

An in-depth look at NASDAQ OMX Baltic

NASDAQ OMX Baltic membership

In order to trade on all three Baltic markets, a
bank or brokerage firm needs to be a member of
all three exchanges. However, through a single
application form, joint review and approval proce-
dure, the Baltic exchanges have made the cross-
border application procedure as simple and as
smooth as possible. We encourage our members
to become full Baltic members. Investors should
note that pan-Baltic brokerage services can only
be provided by pan-Baltic members.

To be eligible for NASDAQ OMX Baltic membership,
a company must be authorized to carry out secu-
rities operations and be under adequate super-
vision of an authorized supervisory body in the
company’s home country. A prospective member
must meet capital adequacy requirements, have
a suitable business organization, adequate risk
management routines, secure technical sys-

Basic steps to become a member

= Notify the financial supervisory
authorities in the member’s
home country*

= File an application with one of the
Baltic exchanges accompanied
by the required appendices

= Sign Membership Agreement(s)
with respective stock exchanges

= Setupaccessto clearing
and settlement for trading
on the Baltic exchanges

= Make initial contribution to
the Baltic Guarantee Fund

* The notification is required only if the potential member
provides cross-border investment services to persons
residing or located in the Baltic countries.




tems, and must otherwise be deemed suitable
to participate in trading. In addition, at least two
employees in the company must be authorized as
exchange traders in order to trade via the elec-
tronic trading system.

As the NASDAQ OMX Nordic and Baltic exchanges
share the same trading system, the members of
these exchanges can trade on the Baltic market
without having to incur additional technology
installment costs. Furthermore, they are not
required to pay extra fees to the Baltic exchanges
for the use of technical infrastructure.

Clearing and settlement of transactions made
on the NASDAQ OMX Baltic takes place in the
local CSDs. A remote member (foreign-based
member firm) has two alternatives for clear-
ing and settling transactions concluded on the
Baltic exchangel(s): it can either use its own back
office and conclude respective agreements with
the Estonian, Latvian or Lithuanian CSD, or it can
outsource its clearing and settlement services.
Several service providers are available on the
market.

For a list of members see page 87.

An in-depth look at NASDAQ OMX Baltic
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Safe place to invest

Providing a safe place to invest is one of our top
priorities and a number of effective measures
are in place to maintain investor confidence and
integrity at NASDAQ OMX Baltic’s markets. Since
joining the EU in 2004, the Baltic countries have
had to comply with all EU regulations as well as
adjust local legislation concerning securities
markets. Market supervision and enforcement
play a vital role in ensuring market confidence.
Each Baltic state has a national financial super-
visory authority (FSA] to supervise the local secu-
rities market. The stock exchanges themselves
also act as self-regulatory bodies, supervising
their member firms as well as their listed compa-
nies. This multi-tier supervision and enforcement
system is in place to ensure that issuers and
member firms act in compliance with laws and
applicable rules, regulations and instructions.

Corporate governance

Listed companies must adhere to corporate gov-
ernance requirements. At NASDAQ OMX Baltic, we
continue to work with corporate governance to
improve transparency and strengthen customer
confidence in the market.

The Baltic exchanges take an active part in the
Executive Committee of the Baltic Institute of
Corporate Governance (BICG), a non-profit orga-
nization that advances the corporate governance
agenda in the Baltic states and seeks to improve
the understanding of good corporate governance
and the value of adhering to established princi-
ples of corporate governance. The most recent
initiative of the BICG - the launch of “Baltic Guid-
ance on the corporate governance” for the gover-
nance of government-owned enterprises (GOEs) -
is designed to enhance the governance and,

An in-depth look at NASDAQ OMX Baltic

Investor protection in the Baltics

Supervision, surveillance and
enforcement

Exchange rules & Corporate
Governance

EU & local legislation

consequently, the financial performance of those
enterprises, both at the state and the municipal
level, thus giving a competitive lift to the whole
Baltic region.

More information: www.corporategovernance.lt

Detailed information disclosure requirements

for listed companies

Companies traded on the exchange are subject
to information disclosure rules. NASDAQ OMX Bal-
tic’s exchanges have a harmonized set of disclo-
sure requirements for companies traded on the
Baltic market. Companies must disclose, without
delay, any information that may have a material
effect on the price of their securities in English
and the local language. Disclosure rules require
any significant event in the issuer’s business to
be reported to all market participants simultane-
ously, ensuring that investors and other market
participants have an equal basis upon which to
make informed investment decisions.



Investor protection

A wide range of measures are in place to ensure
a high level of investor protection on the NASDAQ
OMX Baltic exchanges. It is mandatory for inter-
mediaries and custodians to keep proprietary
investments on separate accounts from their cli-
ents’ investments. This eliminates securities risk
in case of default of a bank or a brokerage com-
pany. Members are required to have sufficient
capital to cover risks associated with operations.
In addition, the exchanges have set up a Guaran-
tee Fund, used in the case of a member’s default
to which all members contribute.

Best market participants acknowledged in
NASDAQ OMX Baltic Market Awards

NASDAQ OMX Baltic Market Awards recognize
excellence in investor relations according to best
practice and international standards in financial
and non-financial reporting.

This annual contest, launched in 2006, aims to
identify and acknowledge the best NASDAQ OMX
Baltic market participants and to improve the
overall standard of investor relations among

listed companies.

NASDAQ OMX Baltic Market
Awards 2009 winners

= BestInvestor Relations in the
Baltic Countries - TEO LT

= BestInvestor Relations in NASDAQ
OMX Tallinn - Tallinna Vesi

= BestInvestor Relations in NASDAQ
OMX Riga - SAF Tehnika

= BestInvestor Relationsin
NASDAQ OMX Vilnius - TEO LT

= BestInvestor Relations among Small
Cap Companies - SAF Tehnika

= Best Annual Report - Tallinna Vesi

= Most Visible Improvement over
the Year - City Service

= BestInvestor Relations Online -
Grindeks, SAF Tehnika, TEO LT, VST

= Member of the Year 2009 - SEB Bankas

An in-depth look at NASDAQ OMX Baltic
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Knowledge - the key to successful investing

No matter if it is to fund a college education, to
supplement current income, or save up for retire-
ment, the key to successful investing is knowl-
edge. And no matter how long one has been
investing, there is always more to learn - with
changed market conditions to consider, new
products to understand and different investment
strategies to suit changing lifestyles. NASDAQ
OMX Baltic is committed to educating current and
potential investors about investing in securities.

Through its investor awareness program, NASDAQ
OMX Baltic stock exchanges aim to provide inves-
tors and other interested groups with neutral,
practical information about investing, as well as
to support a transparent marketplace and best
practices together with governmental bodies
and supervisory authorities. The program aims to
improve education on the securities markets and
promote a steady flow of new and experienced
investors to the Baltic market. Interested people
will be provided with information according to
their level of expertise, from first-time investors
to advanced.

Informed investors drive market success and
we see great potential for our market through
enhancing the knowledge and awareness of our
investors.

An in-depth look at NASDAQ OMX Baltic

The Baltic exchanges implement
a wide range of local and
pan-Baltic activities to raise
investor awareness, including:

= Local language web sections or sites
dedicated to investor education
and containing background and
current information relevant to
potential investors according to
different levels of experience

= Fairs, conferences and seminars to
provide investors with an overview
of securities market trends and
issuers with the opportunity to
present their story and visions

= C(Close cooperation with the
universities in providing students
and the general public with
knowledge and understanding
of the securities markets

= Academic competitions to stimulate
student involvement and interest
in the Baltic securities market

= Schoolbooks and other learning
materials, which are edited and
released by stock exchanges

= Aswell as other country-
specific projects




Aggregate Baltic market

2002 2003 2004 2005 2006 2007 2008 2009 2010H1

Market capitalization 44170 6671.8 10587.2 120813 143408 130957 51775 63861 54280

(MEUR)

rggﬁ‘;‘]‘“r"""er 5670 7830 10650 26031 24601 23857 9784 4950 2534
Average monthly 473 65.3 888 2169 2050 1988 81.5 413 422
turnover (MEUR)

Number of companies 128 114 95 104 98 99 94 90 88
Number of IPOs 0 0 1 3 3 3 1 0 2
Average company 345 585 1114 1162 1463 1323 551 71.0 61.7
capitalization (MEUR)

Market cap 135%  190%  27.1%  26.8%  269%  20.1% 73%  10.8% 9.3%
(% of GDP)

Market tumover 128%  11.7%  104%  215%  17.2%  182%  189% 78%  109%

(% of market cap)

Sources: NASDAQ OMX, Eurostat, Statistics Estonia, Latvian Central Statistical Bureau
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The Baltic economies

Maris Lauri / Senior Analyst / Swedbank
September 30, 2010

Estonia

By the end of 2009, adjustments in Estonia’s
economy have helped it to recover from the deep
crisis it found itself in twelve months earlier.
Although household consumption and private
investments are still low, exports and related
industrial production have shown a strong recov-
ery and brought back economic growth. The most
successful sectors are producing higher value-
added products, but exports of mineral products
and electricity have also grown strongly.

The recovery of exports and industry is directly
related to adjustments made in Estonia’s com-
panies: they have become more efficient, more
productive and found new markets outside the
EU. The weakening of the euro and the recovery
in Europe have been supporting factors as well.
Still, the relatively bleak outlook for the devel-
oped world’s economies poses some risk for
the growth of Estonia’s economy as it is highly
dependent on exports.

The Baltic economies

Taking into account its low production costs -
Estonia will be the country with the lowest pro-
duction costs in the euro zone - the country’s
exports and production should grow vigorously in
the coming years although growth in the EU will
be slow. Still, the constant improvement of pro-
ductivity is required.

The government’s efforts to keep the public-sec-
tor budget deficit low despite the sharp economic
contraction were successful and were rewarded
with membership of the euro zone from 2011. The
reality of euro zone membership and the adjust-
ments in the economy have already captured the
attention of investors, which should bring more
beneficial investments to the country.

Consumption will remain weak for a long time as
high levels of unemployment will decline only
slowly and income growth will need some time to
appear. The sharply increased saving rates at the
time of the crisis will only gradually decrease in
next few years. Weak consumer demand keeps
import levels low, although it grows hand-in-
hand with exports and investments.



Major statistic about the Baltic states

Estonia / Latvia/ Lithuania

40

30

20

f e g Wl mn

-10
GDP CPI budgetbalance  publicdebt currentaccount|unemployment| hourlylabour | GDP per capita
(201020) (2010 Aug) (2009) (2009) (201020) |rate (201020)| cost(2008) (2009)
Growth % of GDP % eur theur
\. J/
e A

GDP & CPI of the Baltic states

@ GDP CPI  Estonia/Latvia/ Lithuania

20%

- AN
5 == Rap ‘!!:!!i!!iif N\

-10%

-15%

-20%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010H1

High unemployment is one of the short-to-
medium term challenges for the Estonian econ-
omy, which may result in labour outflow and limit
future growth. The business sector has to con-
tinue its efforts to raise productivity and effi-
ciency. Of the longer-term issues, ageing and
population decline will remain the biggest chal-
lenge for the country.

The Baltic economies
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Latvia

The Latvian economy reached the bottom of its
cycle at the end of 2009 and a slow recovery is
expected in the forthcoming vyears. Although
exports have already shown vigorous growth,
domestic demand is still weak and will require
time to show improvement.

The recovery of exports has been rather impres-
sive: after cost cutting, which improved com-
panies” competitiveness, a recovery of external
demand has allowed Latvian firms to expand their
production. It is therefore reasonable to expect
Latvia to increase its share of world trade. Still,
as the global outlook remains challenged, there
is a risk that export growth will slow. Therefore,
it is crucial for Latvia's companies to continue
increasing their efficiency and productivity and
to shift towards higher value products.

The situation and outlook for domestic demand
is far less promising. Unemployment is high and
any improvement has occurred mostly because
of seasonal factors or due to emigration. It
means that household incomes continue to be
low, which in turn affects their spending abil-
ity. Although export growth is already starting
to create jobs, this process will not be fast and
exporting sectors will not be able to absorb most
of the unemployed.

Investment growth is expected to arrive late in
2010 as excessive capacities will be employed
and a more favourable economic outlook will
encourage companies to invest. However, real
estate and government investments will remain
low due to strong oversupply and the need to cut
budget deficit.

The Baltic economies

Economic growth rates
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The Latvian government has managed to keep its
promises regarding the budget deficit, and this
has improved the overall business environment.
However, fiscal consolidation has had rather a
strong negative impact on domestic demand,
and may deepen some of the problems with
infrastructure and in the social sphere. Structural
reforms in the public services are the main chal-
lenge for the Latvian economy, as only in this way
would it be possible to cut taxes and increase
budget spending on infrastructure, which in turn
would benefit the Latvian economy. The budget
deficit will decline, but remain high for some
years to come; accession to the euro zone is
expected in 2014.



Lithuania

The Lithuanian economy has started on a bumpy
road upwards, supported by exports, while
domestic demand remains weak.

Improved global economic developments and
adjustments made by Lithuania’s companies, to
increase productivity and efficiency, have gen-
erated a strong export recovery. Although a sub-
stantial part of the growth in exports is and will
remain related to oil products, other exports and
the production of different forms of capital and
intermediate goods have expanded strongly as
well. The improved competitiveness of Lithua-
nia’s producers will promote export growth in the
future, despite the relatively weak outlook for
growth in the main export markets.

Domestic demand will remain low for some time
as unemployment remains high and wages strug-
gle to recover from the cuts made during the
crisis. When unemployment starts to decrease
and incomes rise, consumption will also recover.
However, the recovery will be slow, as unemploy-
ment is expected to remain high for years.

The investment outlook is bleak in the short
term due to excess capacities and financial con-
straints. However, investment will start to grow
as limits in the capacity of the export sector start
to show. Still, the real estate sector will remain
weak for some years, and the government’s abil-
ity to expand investments, other than those
related to EU funding, will be limited as well due
to budget constraints. Investments in infrastruc-
ture, particularly in the energy sector, will grow
and remain high for several years, being sup-
ported both by private and public funds - the
latter getting a substantial contribution from EU
funds and institutional borrowing.

Although most of the adjustment to the new
business reality has already taken place, the
private sector still has to continue working on
improving and maintaining its competitiveness.
In that respect, efforts to increase the produc-
tion of high value added goods should continue,
keeping the need for investment high. The gov-
ernment’s major challenges are related to the
public finances, where the budget deficit needs
to be cut. At the same time, efforts to improve
the business environment and attract more
investment should continue, as this is only way
to address the problem of high unemployment.
Lithuania is expected to join the EMU in 2014.
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