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AS Merko Ehitus consolidated audited financial results for 2018 renai n unchanged
conpared to the prelimnary disclosure on 14 February 2019.

STATEMENT OF THE CHAI RVAN OF THE MANAGEMENT BQARD

The Baltic states' construction sector continued on the rising path in 2018 and
was one of the main engines driving economic growh. W were anong the
beneficiaries of the growh in the construction market - the group's revenue
i ncreased over 30 per cent and crossed the EUR 400 nmillion mark for the first
time. The foundation for the extraordinarily high construction volunmes and rapid
growth was laid in the formof |arge-scale construction contracts concluded
several years ago. W have never had so many |arge projects - shopping centres

offices, hotels and public buildings - under construction at the same tine in
all three Baltic states than we did |ast year

W are glad that besides the rapid growh in revenue, we also preserved
profitability - the group's net profit also grew nore than 30 per cent and net
return on equity was in excess of 15 per cent, which is the best result in the
| ast decade. The solid results can be attributed to the contributions and
prof essional i smof our enployees. W are also grateful to custoners and partners
who have put their trust in us.

Construction is a project-based busi ness where we depend directly on the vol une
of orders on the market. Looking at the future, we nust acknow edge that the
rapid growh period is over on the construction market and a period of
stabilization and nmaybe even decline is about to start. In recent years,
conmerci al buil dings have been built in the Baltics in great nunbers and it wll
take time for the market to absorb the accrued volunes of conmercial space.
Construction has al so becone nuch nore expensive, anong other things because of
rapidly growing wages and salaries. This has made real estate devel opers
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cautious when it conmes to |aunching new projects. W perceived a clear decline
in the volune of construction orders already in the first half of 2018 and the
group's secured order book decreased by close to one-third during the year. W
are prepared to adapt to the construction market and our prinmary focus is on
operating profitably. The state remains an inportant player on the public
building and infrastructure field and we shall see what w Il happen on the
construction nmarket in two or three years' tine, if construction of Rail Baltica
shoul d go ahead.

Al ongsi de general contracting of construction, we have shifted our focus even
nore to apartment devel opnent. Merko's brand as a hone devel oper and buil der
continues to be strong in all of the Baltic states. Last year was noteworthy
also in the sense that we launched construction of nore than 1,000 new
apartnments in the Baltics conbined. That is alnost twice as many as in past
years.

W are confident in our capability to create a quality, nobdern |living
environment for smaller and larger fanmilies, for younger people and those with
|l onger life experience, for higher inconme segnents and nore economcally m nded

hone buyers alike. Qur apartnent devel opment busi ness has a | ong perspective arc
- we are ready to invest and offer the apartnents that buyers denmand in both
mar ket boom peri ods and nore stabl e phases.

Merko puts a premiumon quality and trustworthiness. W want to build a better
future through our main activity and al so by giving back to society in general
We intend to continue working with partners who share our goals and val ues.

BRI EF OVERVI EW OF 2018

PROFI TABI LI TY

Net profit in 2018 was EUR 19.3 mllion (2017: EUR 14.7 mllion), having
increased by 31.6%conpared to last year. Net profit nargin attributable to
equity holders of the parent renmmined at 4.6% (2017: 4.6% . Profit before tax in
2018 was EUR 19.8 nmillion (2017: EUR 18.8 nmillion), which is equivalent to a
profit before tax margin of 4.7% (2017: 5.9%.

REVENUE

Revenue in 2018 was EUR 418.0 million (2017: EUR 317.6 nillion), which has
i ncreased by 31.6% conpared to | ast year. The share of revenue earned outside of
Estonia was 51.5% (2017: 39.9% and the share of revenue earned in Estonia was
48.5% (2017: 60.1%.

REAL ESTATE DEVELOPMENT

The nunber of apartnments sold in 2018 (482 wunits, incl. 131 in joint venture)
i ncreased by 23.0% (2017: 392 units, incl. 17 in joint venture). This was due to
an increase in the nunber of apartnents sold in the joint project. At the sane
time, the revenue of own devel oped apartnents has decreased (EUR 41.3 mllion)
compared to last year (2017: EUR 47.1 nmillion). The decrease in revenue was in
addi ti on caused by | ower average apartnent price conpared to 2017.
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SECURED ORDER BOOK

In 2018, group conpani es signed new contracts in the amount of EUR 246.4 nmillion
(2017: EUR 334.9 nmillion). As at 31 Decenber 2018, the group's secured order
book stood at EUR 229.0 nmillion (31 Decenber 2017: EUR 344.4 mllion).

CASH POSI TI ON

At the end of the reporting period, the group had EUR 40.0 nillion in cash and
cash equivalents and equity EUR 131.8 mllion (48.9% of total assets).
Conparable figures as at 31 Decenber 2017 were EUR 39.2 nmillion and EUR 130. 2
mllion (47.0%of total assets) respectively. As at 31 Decenber 2018, the group
had net debt of EUR 4.2 nmillion (31 Decenmber 2017: EUR 20.1 nillion).

PROPOSAL FOR DI STRI BUTI ON OF PROFI TS

The Managenent Board proposes to distribute to shareholders EUR 17.7 mllion
(EUR 1 per share) in dividends fromretained earnings in 2019. This is
equivalent to a 92% di vidend rate for 2018.

2018 2017 CHANCE
‘Revenue  million ER a80 317.6  +31. 6%
‘perating profit  million ER 109 105 +1.7%
‘perating profit margin w 28 62
Net profit attributable to equity
hol ders of the parent mllion EUR 19.3 14.7 +31.6%
Net margin w a6 a6

CONSCL| DATED STATEMENT OF COVPREHENSI VE | NCOVE
in thousand euros

2018 2017
Revenue 418, 011 317,598
Cost of goods sold (384,962) (286, 747)
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Gross profit 33, 049 30, 851

Mar ket i ng expenses (3, 285) (3,215)
“General and adninistrative expenses  (12,304) (11,289)
‘Qher operating income 3,527 3,793
‘Qher operating expenses (1115  (601)
‘perating profit 198712 19,53
Finance income g 4
Finance costs (696  (849)
‘Profit (loss) fromsale and liquidation of subsidiary (62 14
Profit (loss) fromjoint ventures 53 64
‘Profit before tax 19775 18,772
‘Corporate income tax expense (375 (3 020)
Net profit for financial year 19,400 15,752
‘incl. net profit attributable to equity hol ders of the

par ent 19, 343 14, 694
* net profit attributable to non-controlling interest 57 1,058

O her conprehensive income (loss), which can subsequently
be classified in the incone statenent

Currency translation differences of foreign entities (6) (74)
_Conprehensive income for the period 10,304 15, 678
incl. attributable to equity holders of the parent 19,324 14,637
~ attributable to non-controlling interest 70 1,041

Earni ngs per share for profit attributable to equity
hol ders of the parent (basic and diluted, in EUR 1.09 0. 83

CONSCL| DATED STATEMENT OF FI NANCI AL PCSI Tl ON
in thousand euros
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31.12. 2018 31.12. 2017

Cash and cash equi val ents 39, 978 39, 210
‘Trade and other receivables 76183 75 844
Prepaid corporate income tax 224 492
Jnventories 117,902 118 421

I nvestnments in joint ventures 732 79
O her long-termloans and receivabl es 10, 391 17, 163
Deferred i ncome tax assets - 5
I nvest ment property 13,771 15, 719
Property, plant and equi pnent 9,715 9, 665
I ntangi bl e assets 671 497

35, 280 43,128
TOTAL ASSETS 269, 657 277, 095
LI ABI LI TI ES

Current liabilities

Bor r owi ngs 19, 900 24,218
Payables and prepayments 77,016 74,972
income tax liability 381 413
‘short-termprovisions 8,100 4,569
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Non-current liabilities

Long-t erm borrow ngs 24, 266 35,138

Deferred incone tax liability 1,481 1, 259

O her |ong-term payabl es 2,179 1,789
27,926 38, 186

TOTAL LI ABILITIES 133, 323 142, 358

EQUI TY

Non-controlling interests 4,577 4,567

Share capital 7,929 7,929
‘Statutory reserve capital 798 793
‘Qurrency translation differences  (721)  (702)
‘Retained earnings 123,756 122,150

AS Merko Ehitus audited annual report for 2018 is attached to the announcenent
and is also published on NASDAQ Tallinn and Merko's web page (group. merko. ee
(http://group. merko.eel/en/)).

Andres Trink
Chai rman of the Managenent Board
AS Mer ko Ehitus
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+372 650 1250
andres.trink@rerko.ee (mailto:andres.trink@rerko. ee)

Priit Roosi magi

Head of Group Finance Unit

AS Merko Ehitus

+372 650 1250

priit.roosinagi @erko.ee (nmailto:priit.roosimgi @rerko. ee)

AS Merko Ehitus (group.nerko.ee (http://group.nerko.ee/en/)) group consists of
Estonia's leading construction conpany AS Merko Ehitus Eesti, the Latvian-
mar ket -ori ented SI A Merks, UAB Merko Statyba operating on the Lithuani an market,
and the Norwegi an construction conpany Peritus Entreprengr AS. Besides provision
of construction service as a main contractor, the group's other major area of
activity is apartnent developnent. As at the end of 2018, the group enpl oyed
764 people, and the group's revenue for 2018 was EUR 418 nillion

At t achnent

* 2018 Merko Ehitus annual report (https://m-
eu. gl obenewswi r e. com Resour ce/ Downl oad/ ee6ab244-c121- 45ac- 8940- 6e5e4817ca50)
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