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COMMENTARY FROM MANAGEMENT

Merko Ehitus revenue was EUR 88 nillion in @ 2022, and EUR 156 million in Hl
2022, while the respective figures for net profit were EUR 4.2 million and EUR
7.2 mllion. This year, Mrko has delivered 214 apartnents to buyers and a
nurmber of devel opnent projects will be conpleted in the second half of the year.

According to the managenment of Merko Ehitus, the results nmet expectations,
considering the current market situation and the adaptation of all participants
in the construction sector to the rapid rise in construction prices. Net profit
in the second quarter was also influenced by a EURO0.3 million donation to
Ukr ai ni an support projects and i nconme tax expense that is EUR 0.3 million higher
than a year ago.

The influence of inflation and rising input prices in the group's sector of
construction service continues to be high, yet the inplenmentation of all the
construction projects in progress has continued according to plan. The situation
is conplicated in all <construction sectors, yet nost critical in road
construction where the rise in input prices has been the highest and new
i nvestment plans have been put on hold. W share the concern of sector |eaders
as to the sustainability of the sector.

In Hl, the group conpanies entered into new construction contracts worth EUR
193 million and the secured order book balance stood at EUR 323 million as of
the end of June. According to the nanagenent, the group's secured order book is
currently strong, yet t here is little business real estate and new
infrastructure construction orders on the nmarket as a whole. Considering the
energy crisis and green transition policy, it is somewhat surprising that only a
few nmajor renewabl e energy and high energy efficient building designs have cone
on to the market. The faster custoners adapt to the higher input prices and
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supply chain problens that construction conpanies are facing, the faster the
pl anned projects will reach construction. It is necessary to find solutions for
sharing the risks wth project owners and continue to invest regardl ess of
faster inflation.

In the first six nmonths of this year, Merko delivered 214 new apartnments and one
commercial unit to buyers and a nunber of apartnent devel opnents in progress are
expected to be conpleted on schedule in H2. Merko new sal es of apartments have
continued even after the price rise caused by rising input prices, which shows
that the market is gradually adapting to the new prices. The supply of new
apartnents on the market as a whole has decreased. Residential construction is
for Merko a business area with a long perspective and we have continued
i nvesting into new devel opnent projects, although at a nore noderate pace.

During Hl, the group |launched construction of 186 new apartnents and four
comercial wunits in Riga. As of the end of the quarter, over 1700 apartments
were wunder construction in the three Baltic states, over half of which have
prelimnary sale contracts concluded and will be conpleted in 2022 and 2023. The
| argest apartnment devel opnments were Uus-Veerenni, Noblessneri and Lahekalda in
Tallinn, Erminurme in Tartu, Viesturdarzs, Mezhpils?ta and Magnolijas in Riga,
and Vilneles Skverai in Vilnius.

In the second quarter of 2022, the largest objects in operation in Estonia were
the third devel opnment phase of the Mistanmée nedi cal canpus of the North-Estonia
Medi cal Centre, the Tallinn School of Msic and Ballet, St John's School

Pel gulinna State gymmasium and the Arter quarter, and also the construction of
infrastructure segnents of the Republic of Estonia's southeast |and border and
reconstruction of Rannanbisa tee. In Latvia, the Okla wafer and biscuit
production plant, GUSTAVS business centre, El enental Skanste office buil dings,
NATO facilities in ?dazhi and the Kauguri city park and youth house were in
progress; and in Lithuania, infrastructure for a nunber of wind farns, and a car
service centre in Vilnius.

OVERVI EWOF THE |1 QUARTER AND 6 MONTHS RESULTS

PROFI TABI LI TY

2022 6 nonths' pre-tax profit was EUR 8.4 mllion and @@ 2022 was EUR 4.9
mllion (6M 2021: EUR 10.5 million and @ 2021 was EUR 6.7 million), which
brought the pre-tax profit margin to 5.4% (6M 2021: 7.2%.

Net profit attributable to shareholders for 6 nonths 2022 was EUR 7.2 nillion
(6M 2021: EUR 9.8 million) and for @@ 2022 net profit attributable to
sharehol ders was EUR 4.2 million (@ 2021: EUR 6.4 nmillion). 6 nmonths net profit
margin was 4.6% (6M 2021: 6.7%.

REVENUE

@ 2022 revenue was EUR 87.8 nmillion (@ 2021: EUR 85.8 nmillion) and 6 nonths
revenue was EUR 156.2 mllion (6M 2021: EUR 145.9 million). 6 nonths' revenue
i ncreased by 7.2% conpared to same period | ast year. The share of revenue earned
outside Estonia in 6 nonths 2022 was 53. 8% (6M 2021: 38. 0%
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SECURED ORDER BOOK

As of 30 June 2022, the group's secured order book was EUR 322.9 million (30
June 2021: EUR 249.8 nmillion). In 6 nmonths 2022, group conpanies signed
contracts in the anount of EUR 193.3 million (6M 2021: EUR 135.1 nmillion). In @
2022, new contracts were signed in the anbunt of EUR 22.1 million (@ 2021: EUR
37.8 mllion).

REAL ESTATE DEVELOPMENT

In 6 months 2022, the group sold a total of 214 apartnents; in 6 nonths 2021
the group sold 145 apartnments. The group earned a revenue of EUR 27.1 million
from sale of own devel oped apartnments in 6 nonths 2022 and EUR 25.8 nmillion in
6 nonths 2021. In @@ of 2022 a total of 88 apartnents were sold, conpared to 55
apartments in 2 2021, and earned a revenue of EUR 11.6 mllion fromsale of own
devel oped apartments (@@ 2021: EUR 11.0 mllion).

CASH POSI TI ON

At the end of the reporting period, the group had EUR 16.8 nillion in cash and
cash equivalents, and equity of EUR 156.7 mllion (41.5%of total assets).
Conparable figures as of 30 June 2021 were EUR 21.7 million and EUR 145. 3
mllion (52.5%o0f total assets), respectively. As of 30 June 2022, the group's
net debt was EUR 73.2 million (30 June 2021: EUR 16.1 million).

CONSOL| DATED STATEMENT OF COMPREHENSI VE | NCOVE
unaudi t ed
in thousand euros

2022 2021 2022 2021 2021
6 nonths 6 nonths |1l quarter |l quarter 12 nonths
Revenue 156, 198 145, 860 87,772 85, 753 339, 375
Cost of goods sol d (138,917) (128, 622) (78, 363) (75 489) (292, 563)
Gross profit 17, 281 17, 238 9, 409 10 264 46, 812
Mar keti ng expenses (2,169) (1, 830) (1, 054) (883) (3,611)
General and
adm ni strative expenses (7,522) (5, 706) (3,799) (2,991) (13,925
O her operating incone 1,422 1,314 736 639 3, 508
O her operating expenses (455) (93) (394) (39) (582)
Qperating profit 8, 557 10, 923 4,898 6, 990 32,202
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Fi nance incone/ costs (193)
incl. finance

i ncone/ costs from

associ ates and j oi nt

vent ures 328
i nterest expense (374)

foreign exchange gain

(1 oss) (67)
ot her financial incone

(expenses) (80)
Profit before tax 8, 364

Cor porate income tax
expense (1,176)

Net profit for financial
year 7,188

incl. net profit
attributable to equity
hol ders of the parent 7,202

net profit attributable
to non-controlling
i nt erest (14)

O her conprehensive

i ncone, which can
subsequently be
classified in the incone
st at enent

Currency translation
di fferences of foreign
entities (12)
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(441)

(316)

(39)

(89)

10, 482

(856)

9, 626

9,763

(137)

16

(33)

330

(212)

(119)

(32)

4,865

(755)

4,110

4,196

(86)

(28)
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(257)

(4)
(170)

(39)

(44)

6, 733

(427)

6, 306

6, 395

(89)

(7

(75)

799

(681)

(8)

(185)

32,127

(3, 104)

29, 023

29, 140

(117)

33




Conpr ehensi ve i ncone for

the period 7,176 9, 642
incl. net profit
attributable to equity
hol ders of the parent 7,189 9,779
net profit attributable
to non-controlling

i nterest (13) (137)
Ear ni ngs per share for
profit attributable to
equity hol ders of the
parent (basic and
diluted, in EUR

0.41 0.55

CONSOL| DATED STATEMENT OF FI NANCI AL PCSI TI ON

unaudi t ed
in thousand euros

ASSETS

Current assets

Cash and cash equival ents
Trade and ot her receivabl es

Prepai d corporate income tax

I nventories

Non-current assets

I nvestments in associates and joint ventures
O her long-term | oans and receivabl es
Deferred i ncome tax assets

I nvest ment property
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4,082 6,299 29,056
4,169 6,387 29,163
(87) (88) (107)
0. 24 0. 36 1.65

30. 06. 2022 30. 06. 2021 31.12. 2021

16, 773 21,713 44,930
68, 317 62, 902 55, 484
36 315 114

228, 240 136, 605 160, 593
313, 366 221, 535 261,121
9,707 2, 357 7,703
23,616 22,797 24,079
1,115 842 622
11, 536 13, 872 13, 828
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Property, plant and equi pnent

I ntangi bl e assets

TOTAL ASSETS

LI ABI LI TI ES

Current liabilities
Bor r owi ngs

Payabl es and prepaynents
Incone tax liability

Short-term provi sions

Non-current liabilities
Long-t erm borrow ngs
Deferred incone tax liability

O her |ong-term payabl es

TOTAL LI ABILITIES

EQUI TY
Non-controlling interests

Equity attributable to equity
par ent
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hol ders of the

17, 347
635

63, 956

377,322

48, 854
117,702
2,275
6, 879

175,710

41, 153

1, 649

2,322

45,124

220, 834

(240)
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14, 611
733

55, 212

276, 747

9,279
77,814
731
5,720

93, 544

28, 493

1,739

3, 586

33, 818

127, 362

4,078

16, 350
669

63, 251

324, 372

11, 636
90, 054
681
7,976

110, 347

41, 001

3,112

2,900

47,013

157, 360

(227)




Share capital 7,929 7,929 7,929

Statutory reserve capital 793 793 793
Currency translation differences (804) (798) (791)
Ret ai ned ear ni ngs 148, 810 137, 383 159, 308

156, 728 145, 307 167, 239

TOTAL EQUI TY 156, 488 149, 385 167,012

TOTAL LI ABILITIES AND EQUI TY 377,322 276, 747 324, 372

The interimreport is attached to the announcenent and is also published on
NASDAQ Tal li nn and Mer ko' s web page (group. nerko. ee
(https://group. nerko.ee/en/)).

Ur mas Sonel ar

Head of Group Finance Unit

AS Merko Ehitus

+372 650 1250

ur mas. sonel ar @rer ko. ee (nmi |l t o: urmas. sonel ar @rer ko. ee)

AS Merko Ehitus (group.nerko.ee (https://group. nerko.ee/en/)) group conpanies
devel op real estate and construct buildings and infrastructure. We create a
better living environment and build the future. W operate in Estonia, Latvia,
Li thuania and Norway. As at the end of 2021, the group enpl oyed 670 people, and
the group's revenue for 2021 was EUR 339 mllion.
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