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COMMENTARY FROM MANAGEMENT

Merko Ehitus posted revenue of EUR 74 nmillion and a net profit of EUR 6.2
mllion in @ of 2020. The respective six nmonth figures were EUR 130 nmillion and
EUR 8.2 nillion. In 6 nonths of 2020, Merko sold 369 apartnments, and the 6-nonth
revenue generated by the real estate devel opnent segment grew nore than four
times conpared to the same period |ast year, nmaking up 40 % of the group's
revenue. During the first six nonths of the year, the group conpani es concl uded
new construction contracts worth EUR 175 nillion, which is twice as nuch as a
year ago.

The sale of apartnments in the second quarter exceeded the managenent's spring
expectations, which due to the pandemic restrictions took a sudden turn for the
negative. Yet the restrictions did not significantly inpact the second-quarter
delivery of apartnents sold wunder prelimnary contracts signed before the
pandemi c. Merko sold the npst apartnents in Vilnius and at the nonent, the
market for apartnents in all three Baltic capitals is noderate. Activity levels
are not as high as they were before the crisis but the price I evel has renai ned
stable. The increase in revenue fromreal estate developnment had a positive
impact on the growth of net profit in @@ as well. The sale of apartnents may
vary significantly by quarter, depending on the tine during which devel opnent
projects were conpl eted and authorisations for use were obtained.

The group's volune of construction contracts has grown 38% conpared to a year
ago, and over the first six months of the year, group signed 175 nmillion euros
worth of new construction contracts, which is approximately twi ce as nuch as a
year ago. Based on the dim nished econom ¢ outl ook, a |large share of orders from
private sector custoners has been postponed and public contracts are preval ent
anong new orders.
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Despite the positive results in the second quarter, the inpacts caused by the
pandenic are gradually becoming nore apparent in the construction and rea
estate sector, and because of this, the outlook for the market devel opnents in
the second half of the year and 2021 are likely to be nmoving in a negative
direction. The group conpani es have inplenented cost-cutting neasures to ensure
efficient and flexible operations during and after the crisis. The market as a
whol e has been supported by the response frombanking in terns of paynent
noratoria and nore broadly in ensuring availability of credit.

Over six nmonths, Merko Ehitus Group sold 369 apartnents and 4 commrercial units
(6 nonths 2019: 100 apartnents and 6 commercial wunits). The revenue figure for
the real estate developnent segnent in the first half of 2020 saw fourfold
growt h vyear-over-year, making up 40.1%of the group's total revenue (6 nonths
2019: 7.99% . Merko's biggest projects in Tallinn are the Uus-Veerenni, Lahekal da
and Pikaliiva residential projects; in R ga, the Gai?ezers and Viesturd?rzs
devel opment s; and, in Vilnius, the Vilneles slenis and Rinktin?s Urban
devel opnents. In spring, the group halted the | aunch of new devel opnent projects
for three nonths due to risks related to the pandemic. At the end of the period,
the third stage of construction and sales of the Uus-Veerenni project in Tallinn
was started.

Merko Ehitus posted revenue of EUR 73.9 million in @ of 2020 (@ 2019: EUR
77.4 mllion), an EBITDA of EUR 7.7 mllion (@ 2019: EUR 5.3 nmillion), and net
profit of EUR 6.2 nmllion (@@ 2019: EUR 1.7 nmillion). In 6 nmonths 2020, the
group conpanies entered into new contracts totalling EUR 175.1 nillion and, for
@ alone, EUR 87.8 nmillion (@ 2019: EUR 53.8 nillion).

As of 30 June 2020, the group had a secured order book balance of EUR 236.7
mllion (30 June 2019: EUR 172.1 mllion). The largest projects in progress in
@ in Estonia were the construction of the Tallinn Miusic and Ball et School, the
Arte Gymasium Ternminal D parking house at the Tallinn passenger port, the
hi gh-vol tage power cables in Tallinn, Tdri Basic School, the reconstruction of
Aaspere-Haljala road section, the public water supply and sewerage pipeline in
Kohila Parish and a data centre in Harju County. In Latvia, the biggest projects
in progress were construction of the school building and dormtory in Pinki
Lidl logistics centre and the renovation of the Riga Technical University G vi
Engi neering Faculty building. In Lithuania, the construction of Hotel Neringa
and the Kaunas district police headquarter building were in progress.

OVERVI EWOF THE |1 QUARTER AND 6 MONTHS RESULTS

PROFI TABI LI TY

2020 6 nonths' profit before tax was EUR 8.8 mllion and @@ 2020 was EUR 6.7
mllion (6M 2019: EUR 7.5 million and Q@ 2019 was EUR 4.5 million), which
brought the profit before tax margin to 6.8% (6M 2019: 4.9%

Net profit attributable to equity holders of the parent in 6 nmonths 2020 was EUR
8.2 mllion (6M2019: EUR 4.5 nillion) and Q@ 2020 net profit attributable to
equity holders of the parent was EUR 6.2 million (@ 2019: EUR 1.7 mllion). 6
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months net profit margin was 6.3% (6M 2019: 2.9% . Conpared to 6 nonths 2020,
the net profitability of 2019 was influenced by, anong other things, a
significantly increased incone tax expense: in @, the group's incone tax
expense on paid dividends was EUR 2.7 million. In 2020, the group did not pay
di vi dends.

REVENUE

@ 2020 revenue was EUR 73.9 nmillion (@ 2019: EUR 77.4 million) and 6 nonths
revenue was EUR 129.7 million (6M 2019: EUR 154.2 nillion). 6 nonths' revenue
decreased by 15.9%conpared to same period |ast year. The share of revenue
earned outside Estonia in 6 nonths 2020 was 50.3% (6M 2019: 57.0%

SECURED ORDER BOOK

As at 30 June 2020, the group's secured order book was EUR 236.7 nillion (30
June 2019: EUR 172.1 million). In 6 nonths 2020, group conpani es signed new
contracts in the ambunt of EUR 175.1 nmillion (6M 2019: EUR 86.0 million). In @
2020, new contracts were signed in the anbunt of EUR 87.8 mllion (@ 2019: EUR
53.8 million).

REAL ESTATE DEVELOPMENT

In 6 nmonths 2020, the group sold a total of 369 apartnents (incl. 2 apartnents
in ajoint venture); in 6 nonths 2019, the group sold 100 apartnments (incl. 33
apartnents in a joint venture). The group earned a revenue of EUR 46.0 mllion
fromsale of own devel oped apartnents in 6 nmonths 2020 and EUR 9.2 nillion in 6
months 2019. In Q of 2020 a total of 236 apartnents (all in own devel opnents)
were sold, conpared to 37 apartnents (incl. 4 apartnent in a joint venture) in
@ 2019, and earned a revenue of EUR 27.4 million fromsale of own devel oped
apartments (@ 2019: EUR 4.7 mllion).

CASH POSI TI ON

At the end of the reporting period, the group had EUR 23.7 nillion in cash and
cash equivalents, and equity of EUR 138.4 mllion (50.3%of total assets).
Conparable figures as at 30 June 2019 were EUR 14.0 million and EUR 118.5
mllion (41.2%of total assets), respectively. As at 30 June 2020, the group's
net debt stood at EUR 34.2 million (30 June 2019: EUR 48.7 mllion).

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

2020 2019 2020 2019 2019

6 nonths 6 nonths |1l quarter |l quarter 12 nonths

Revenue 129, 733 154, 202 73,861 77,357 326,779
Cost of goods sold (113, 250) (139,532) (62, 852) (68, 893) (291, 958)
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Gross profit

Mar ket i ng expenses

General and
adm ni strative expenses

O her operating incone
O her operating expenses

Operating profit

Fi nance i ncone/ costs
incl. finance

i ncone/ costs from joint
vent ure

i nterest expense

forei gn exchange gain
(1 oss)

ot her financial incone
(expenses)

Profit before tax

Cor porate income tax
expense

Net profit for financial
year

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

net profit attributable
to non-controlling
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16, 483

(1,873)

(5, 393)
1,122
(1, 252)

9, 087

(310)

92

(330)

(4)

(68)

8,777

(786)

7,991

8,175

14,670

(1, 784)

(6, 241)
1, 230
(253)

7,622

(97)

203

(286)

(4)

(10)

7,525

(2, 888)

4,637

4,453

11, 009

(925)

(2, 588)
614
(1, 189)

6, 921

(211)

(158)

(4)

(51)

6, 710

(648)

6, 062

6, 156
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8,464 34,821
(933) (4, 260)
(3,117) (12, 988)
529 2,983
(218) (1, 318)
4,725 19,238
(180) 1,085
(19) 1,766
(151) (656)
(4) -

(6) (25)
4,545 20,323
(2,813) (3, 833)
1,732 16, 490
1,675 16, 270




i nt er est (184) 184 (94) 57 220

O her conprehensi ve

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

Currency transl ation
di fferences of foreign
entities (128) 29 60 (3) 13

Conpr ehensi ve i ncone for
the period 7,863 4,666 6, 122 1,729 16, 503

incl. net profit
attributable to equity
hol ders of the parent 8,044 4,480 6, 221 1,672 16, 281

net profit attributable
to non-controlling
i nterest (181) 186 (99) 57 222

Ear ni ngs per share for

profit attributable to

equity hol ders of the

parent (basic and

diluted, in EUR 0. 46 0.25 0.35 0. 09 0.92

CONSOLI DATED STATEMENT OF FI NANCI AL PGCSI TI ON
unaudi t ed
in thousand euros
30. 06. 2020 30. 06.2019 31.12.2019
ASSETS

Current assets

Cash and cash equival ents 23,728 13,980 24,749
Trade and ot her receivables 44,790 72,561 50, 413
Prepai d corporate income tax 91 94 104
I nventories 161, 534 162, 829 166, 226
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230, 143 249, 464 241, 492

Non-current assets

I nvestnments in joint venture 2,590 935 2,498
O her long-termloans and receivabl es 14,504 11, 418 11, 094
I nvest ment property 13, 988 14, 115 14, 047
Property, plant and equi pnent 12,996 11, 255 11, 919
I ntangi bl e assets 686 727 777

44,764 38, 450 40, 335
TOTAL ASSETS 274,907 287,914 281, 827
LI ABI LI TI ES

Current liabilities

Bor r owi ngs 28,011 31, 786 20, 725
Payabl es and prepaynents 63, 243 88, 748 69, 585
Incone tax liability 912 2,854 812
Short-term provi sions 5,915 6, 276 7,976

98, 081 129, 664 99, 098

Non-current liabilities

Long-term borrow ngs 29, 900 30, 921 43, 001
Deferred incone tax liability 1, 650 1, 556 1,682
O her | ong-term payabl es 2,858 2,473 3,491

34, 408 34,950 48,174
TOTAL LI ABILITIES 132, 489 164,614 147,272
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EQUI TY

Non-controlling interests 4,036 4,763 4,217

Equity attributable to equity holders of the

par ent

Share capital 7,929 7,929 7,929

Statutory reserve capital 793 793 793

Currency translation differences (841) (694) (710)

Ret ai ned ear ni ngs 130, 501 110, 509 122, 326
138, 382 118, 537 130, 338

TOTAL EQUI TY 142, 418 123, 300 134, 555

TOTAL LI ABILITIES AND EQUI TY 274,907 287,914 281, 827

Interim report is attached to the announcenent and are al so published on NASDAQ
Tallinn and Merko's web page (group.nerko.ee (http://group.merko.ee/en/)).

Priit Roosi magi

Head of Group Finance Unit

AS Merko Ehitus

+372 650 1250

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

AS Merko Ehitus (group.nmerko.ee (http://group.merko.ee/en/)) ) group consists of
AS Merko Ehitus Eesti in Estonia, SIA Mrks in Latvia, UAB Merko Statyba in
Lithuania and Peritus Entreprengr AS in Norway. Besides providing construction
service as a min contractor, the group's other major area of activity is
apart ment devel opnent. As at the end of 2019, the group enpl oyed 694 people, and
the group's revenue for 2019 was EUR 327 million

Finantsinspektsioon
http://iwww.fi.ee

Page 7/7



