


Introduction to LHV

Access to over 70 Market Centers Worldwide
accompanied with Investment Strategy and Support

makes us the first choice for educated investors!
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Investment services to retail and HNW 
clients in the Baltics

Key services of LHV

• Asset Management

� II and III pillar pension 
funds (Estonia)

� Family of equity funds

� Private Wealth 
Management

• Brokerage

� Stocks, options, futures, 
forex

� Margin trading, custody

� Member of OMX Tallinn, 
Riga and Vilnius

• Research

� Equity Research in the 
Baltics

� Investment Strategy

� Investment Portal 
lhv.ee; lhv.lv, lhv.lt
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LHV private wealth management (PWM)

• LHV specialists are committed to deliver 
personalized wealth and portfolio 
management services to High Net 
Worth (HNW) Individuals.

• PWM clients have access to all areas of 
LHV:

� Globally diversified securities portfolio with 
equity markets as the main asset class

� Access to a wider range of investment 
opportunities and instruments (which are 
offered on a private placement basis)

� Retirement planning

� Research, brokerage, custody, tax reporting, 
(accounting services)
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LHV Funds

LHV Funds' mission is to generate outstanding returns           
for its retail and HNW clients

LHV offers:
� II pillar pension funds (fixed income and equity strategies, only in Estonia)

� III pillar pension fund (tax efficient long-term investment, only in Estonia)

� Globally diversified equity fund

• LHV World Equities Fund (UCITS)
� Suitable for investors who do not prefer any specific region
� Can be the only equity market related investment in one’s investment portfolio

� Regional equity funds:

• LHV Emerging Europe Alpha Fund (UCITS)

• LHV Persian Gulf Fund (UCITS)
� A unique opportunity to invest in GCC region with daily liquidity
� The fund mostly invests in banking, insurance, infrastructure and

communication sectors 
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LHV Emerging Europe Alpha Fund
Investment strategy

• Invests in the Central and Eastern Europe (CEE), intending to 
capitalize on the regional long-term convergence with Western 
Europe

• Consumption oriented (industries: retail, banks, finance, 
construction and entertainment)

• The Fund picks profitable companies with strong brand identity
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Region overview
The main CEE markets in numbers

Poland

Lithuania

Estonia

Latvia

Serbia

Hungary

Croatia

Slovenia

Czech 
Republic

6.3307.310.16Serbia

53.7785.74.44Croatia

16.8826.12.01Slovenia

31.5281.310.07Hungary

69.2886.610.26
Czech 
Republic

142.3476.538.13Poland

6.8928.83.39Lithuania

2.09810.32.28Latvia

4.1057.11.34Estonia

Market 
capitaliz. 

(‘000 mn €)

Real GDP 
Growth ’07 

(%)
Population 

(mn)
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LHV Emerging Europe Alpha Fund
Investment outlook

12.36Serbia

14.70Croatia

17.83Slovenia

8.38Hungary

13.66Czech Republic

10.44Poland

10.89Lithuania

8.54Latvia

9.58Estonia

P/E (median)
2008.08.29

Country
• The growth of CEE economies is 

projected ~5% in 2008, comparing with 
� 2% for developed countries

• More than a half of Fund’s positions are 
exposed to consolidation and M&A 
activity in the region with a 30-40% price 
premium

• E. g. the price of Slovenian retail market 
leader Merkur jumped by 31% in 3 
months when Merfin d.o.o. company 
acquired 98.5% share in Merkur
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Country breakdown on 2008.08.29
Key markets

• Poland

• The largest economy in the region 
with GDP of € 307,345.5 mn in 2007 
and the most liquid stock exchange 
are magnets for foreign investment.

• Due to low current account deficit, the 
Polish economy has one of the most 
sustainable growth in CEE . 

• Due to stabilization efforts made by 
the central bank, annual inflation 
rate in May, 2008 was just 4.4% .

• The currency is under real
appreciation pressure, since 
productivity growth of the country is 
much more robust than in Poland’s 
major trading partners. 

Lithuania
5.7%

Poland
26.4%

Money
1.8%

Russia
4.2%

Estonia
2.8%

Hungary
13.2%

Slovenia
5.0%

Serbia
18.0%

Austria
5.0%

Croatia
11.3%

Czech 
Republic

6.6%

9



• Hungary

• The economy has a strong 
production base , driven by FDI. 

• Fierce austerity package and 
ensuing restructuring have laid solid 
foundation for economic turnaround . 

• Forint is steadily becoming 
stronger driven by Hungary's strong 
balance-of-payments position. 

• Recent economic slowdown has made 
Hungarian stocks one of the 
cheapest in the region.

• Serbia

• The presidential and parliamentary 
elections at the beginning of 2008 
showed pro-EU orientation of 
Serbia .

• Imposed political and economic 
sanctions in 90ties resulted in one of 
the lowest level of privatization in 
the region, which allows to expect
potential strategic mergers and 
acquisitions (M&A), especially in 
the banking sector .

• High interest rates due to inflation 
targets, set by National bank of 
Serbia, lead to high capital inflows 
and appreciation of Serbian dinar .

Country breakdown
Key markets
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Consumer 
Discretio-

nary
7.2%

Travel & 
Entertain-

ment
7.3%

RE dev.
3.6%

Construc-
tion

13.8% Retail
13.0%

Banks & 
Finance
47.7%

Money
1.8%

Insurance
5.5%

• Banking sector

• Although CEE banks have no 
exposure to U.S. sub-prime 
securities, banking stocks have 
suffered greatly. Oversold shares 
will eventually rebound strongly .

• Almost half of adult population
still has no bank account (in old 
EU only 1 of 5).

• Low penetration of high-margin 
banking products such as credit 
cards, consumption credits, 
structured finance, etc. gives high 
expansion possibilities . 

• There are still several potential 
M&A targets in the region . 

Industry breakdown on 2008.08.29
Key sectors
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• Construction

• Due to EU structural funds the
construction sector of CEE countries, 
has a stable growth outlook . 

• Differently from Western Europe, CEE 
countries have lower exposure to
residential construction as main 
investment goes into industrial and 
retail objects .

• Huge gaps in public infrastructure 
encompass a strong renovation and 
upgrading effort in the field of civil 
engineering .

Industry breakdown
Key sectors

• Retail / Consumer discretion

• The ratio of retail trade area per 
capita in CEE countries is still below 
the average EU level .

• Rapidly growing consumer 
incomes expand dramatically 
discretionary spending (e.g. apparel, 
footware, luxury items).

• High fragmentation and increased
interest on the part of foreign 
investors give high expectations of 
M&A. 
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Top 5 investments:

44.0%

7.4%

37.4%

Change y/y

2,903.632

2,335.199

4,643.728

2007

1,283.539

1,091.547

2,121.145

2007 H1

1,848.313Net profit (loss)

1,172.193
Net fee and commission 
income

2,914.429Net interest income

2008 H1Financial results (PLN mn)

PKO Bank Polski SA is one of the biggest 

Poland-based universal bank. It has nine 
subsidiaries, eight in Poland and one in 
Ukraine. 

• High level of ROE and ROA ratios – 30.0% and 
3.1% respectively

• Loans (PLN 85.7 bn as of 2008 Q2) funded by a 
strong local deposit base (PLN 90.6 bn).

• CEO envisages net profit of PLN 4 bn in 2008.

• The 2007-2012 strategy stipulates double-digit 
growth rate of revenue and net profit.
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Top 5 investments:

403.866

408.010

1,040.598

2007 H1

710.09458.5%640.325Net profit (loss)

564.27812.3%458.277
Net fee and commission 
income

1,027.78353.7%1,599.294Net interest income

2007Change y/y2008 H1Financial results (PLN mn)

BRE Bank SA is one of the leading 
corporate banks in Poland with a strong 
internet banking franchise mBank. Internet 
banking platform has allowed BRE to enter 
the Czech and Slovak markets at the end of 
November, 2007. 

• Poland’s #1 Primary Market Dealer: 23% market 
share in interest rate derivative instruments, 
17% – in Treasury bills and bonds trading.

• mBank is a leading internet banking platform in 
Poland.

• Entering the Czech and Slovak markets has 
gained 45,000 clients and PLN 205 mn of 
deposits within 2 months of operations.

• The bank plans to enter into DB (1 million Poles 
living there) and Germany (additional 800,000) 
to target Poles living there.
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Top 5 investments:

5,278

3,812

9,023

2007 H1

11,18821.5%6,411Profit (loss) before tax

9,2836.5%4,059
Net fee and commission 
income

18,67414.3%10,310Net interest income

2007Change y/y2008 H1Financial results (CZK mn)

Komer � ní banka, a.s. is the Czech 

Republic-based company and a part of 
Société Générale international group, which 
holds 60.35% of its shares. The bank has 5 
subsidiaries in Czech Republic and one in 
Slovakia.

• Net operating income of KB Group reached 
CZK 8,063 mn in H1 2008, up by 14.7% y/y

• Economic stability is reflected in the long-term 
ratings: A1 from Moody's Investors Service, A+ 
from Standard & Poor's, and A+ from Fitch 

• The 3rd issuer at the PSE according to 
turnover presented in PX index with weight     
of 14%

• The number of clients of standalone Komer� ní
banka increased by 4% y/y to 1,607,000.
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Top 5 investments:

40.098

283.751

328.472

2007 H1

56.27512.8%45.215Net profit (loss)

622.83713.0%320.754Total expenses

689.14113.1%371.478Total income

2007Change y/y2008 H1Financial results (HRK mn)

Institut Gra � evinarstva Hrvatske d.d.

specializes in research and development 
activities of civil engineering in Croatia. The 
institute performs its activities in Croatia and 
abroad through nine departments and three 
regional units.

• 109% growth in foreign sales during H1 2008 
(mainly from Albania, Bosnia-Herzegovina and 
Montenegro) 

• The strongest regional “brain concentration” in 
construction industry. 

• Won tenders to supervise works on Pelješac
bridge (HRK 1.9 bn) and on 57 km section of 
Priština-Tirana motorway (USD 5 mn).

• IGH formed JV`s with Russian construction 
company SK Most (USD 2.5 bn).

• Established institutes in Sofia and Sarajevo and 
plans to form an institute in Albania.
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Top 5 investments:

1,787.363

810.503

2,198.643

2007 H1

4,586.32532.3%2,364.140Profit (loss) before tax

1,392.60319.1%965.301
Net fee and commission 
income

5,452.13647.2%3,235.571Net interest income

2007Change y/y2008 H1Financial results (RSD mn)

AIK Banka a.d. is one of the leading mid size 

banks in Serbia. Despite not having a strategic 
investor, the bank managed to increase its 
market share from 3.0 to 4.8% by assets.

• Consistently high profitability, operating 
efficiency and improving market position

• One of the most liquid positions on the Belgrade 
Stock Exchange, which makes about 20% of 
Belex15 index.

• The bank doubled its total assets to roughly 
€ 991 mn or RSD 78.3 bn during 2007.

• Expected increase in market share from 4.8% in 
2007 to 6.7% in 2008 and 6.8% in 2009.

��
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Fund vs. the indexes of the main markets

Changes of the Funds’ unit value and the main markets’ indexes 
(the base level is the Fund’s launching date, i.e. 2007.05.18)
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mWIG40 (Poland)
BELEXline (Serbia)
BUX (Hungary)
Crobex (Croatia)
LHV Emerging Europe Alpha Fund



Why is it worth to invest in now?

• Overreaction to the US sub-prime crisis in 2007 gives a strong 
recovery potential.

• Strong cash flows generated by CEE companies during the 
recent boom years enable them to continue to finance capital 
expenditures.

• Although euro zone demand lowers, CEE economies still show 
impressive growth figures. Both investment and consumption, 
despite moderating, remain supportive.

• Fund appears to be a much less volatile and more reliable 
investment than single equities due to diversified risk.
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Terms & conditions

• Fund name: LHV Emerging Europe Alpha Fund
(LHV Tõusva Euroopa Alfa Fond)

• Management Company: AS LHV Varahaldus

• Fund Manager: Romanas Bulatovas

• Depositary (custody bank): AS Hansapank

• Type: UCITS (eurofond)

• Minimum investment: None

• Fees: Initial fee 2.0%

Redemption fee 0.0%

Management fee 2.5% per annum

• Liquidity: Daily (redemption T+3)

• Units: Class A (face value 10 EUR, registrar LHV, ISIN EE3600090593)

Class B (face value 100 EEK, registrar Estonian CSD/ EVK, 
ISIN EE3600097507)

• Supervision: The fund, management company, registrars and depositary 
are supervised by Estonia’s Financial Supervision Authority
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Who should invest?

• Investor must have higher than average risk tolerance

The value of investor’s investment in the Fund can be very volatile, as Fund’s 
holdings are concentrated in a specific region characterized by high volatility

• CEE should be a part of a diversified investment portfolio

The Fund is a suitable component in a diversified investment portfolio by 
reducing the overall risk while maintaining or enhancing portfolio returns

• Investment in the Fund should be long-term

Investors should invest in the Fund with a long-term investment horizon 
(recommended period 3+ years)
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How to invest?

• Class A units

Registry is maintained by AS Lõhmus, Haavel & Viisemann (LHV). Investor needs an 
investment account with LHV. Purchase, redemption and exchange orders can be 
submitted over investment portal www.lhv.ee

• Class B units

Units are registered in the Estonian Central Register of Securities (EVK). Investor needs 
an EVK securities account (can be opened in banks and LHV). Subscription order is a 
payment with the following requisite information:

� Beneficiary: EVK
� Beneficiary's account: 30100975089 (Bank of Estonia)
� Details of transfer: “LHV Emerging Alpha Fund B purchase”
� Reference number: Investor's EVK account number
� Amount: Amount in Estonian kroons

Before making any investment decisions an investor should read 
the Prospectus and Fund Rules!

22



LHV contacts

RIGA
Duntes iel� 6-606

R�ga, LV-1013 Latvia

tel: +371 6 750 2100

fax: +371 6 750 2102

info@lhv.lv

VILNIUS
Gyn� j� st. 16

Vilnius, LT-01109 Lithuania

tel: +370 5 204 7 204

fax: +370 5 204 7 207

info@lhv.lt

TALLINN
Tartu rd 2

Tallinn, 10145 Estonia

tel: +372 6 800 400

fax: +372 6 800 402

info@lhv.ee

FUND MANAGER

Romanas Bulatovas
E-mail: romanas.bulatovas@lhv.lt
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