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COMMENTARY FROM MANAGEMENT

Second-quarter revenue for Merko Ehitus was EUR 86 million and net profit was
EUR 6.4 nmillion. The revenue for first half increased by 12%to EUR 146 nmillion
and net profit by 19%to EUR 9.8 nmillion. This year, Merko has sold nearly 150
apartments this year and | aunched the construction of nore than 800 apartnents.

According to the managenent of Merko Ehitus, the construction sector is nore and
nmore influenced by the rapid price rise of materials and problens related to
supply, as a result of wiich the risks related to on-tinme conpletion of
construction objects and staying wthin budget have soared. Considering the
current market situation, the nmanagenent is satisfied wth the results of the
first half of the year. The group's revenue and net profit grewin both @ and
in the first half of the year. The nunber of new construction contracts signed
this year decreased sonewhat, while the launch of new apartnent devel opnent
projects continued, which are not reflected in the portfolio of contracts.

The share of the apartnment devel opnent sector segnent in the group's revenue
decreased in the first half-year due to the time tinming of conpletion of the
devel opment projects. In the first half of the year, alnpst 150 apartnents have
been handed over to buyers and | aunched the construction of nore than 800 new
apartments, of which the mgjority wll be conpleted in 2022. The nunber of
apartnments wunder construction is up significantly and apartnment sal es are going
according to plan - nost of the finished apartnments have been sold and a | arge
part of the apartments under construction are reserved under prelimnary
contracts of sale. As a whole, the apartnment market in the Baltics has been

active this year. Merko's largest apartment devel opnent projects were
Nobl essner, Uus-Veerenni, Odra, Metsatuka and Lahekalda, in Tallinn; Erm nurne,
in Tartu; Viesturd?rzs and Mezhpils?ta, in Riga; and Vilneles Skverai, in
Vi | ni us.
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In @@, AS Merko Ehitus Eesti entered into a contract for acquiring a 35% hol di ng
in the network construction and nmaintenance conpany Connecto Eesti AS, under
which Merko Ehitus Eesti's electrical engineering unit will nmerge with Connecto
Eesti AS. The managenent of Merko Ehitus considers that that investnents into
energy and conmunication infrastructure are continuing and Connecto has good
prospects to be a part of these devel opnents.

In @@ of 2021, Merko entered into new contracts worth EUR 38 million of which
t he | ar gest wer e a contract for the design and construction of the
infrastructure of the Republic of Estonia's southeast |and border sections 4-6
and a contract for the construction of St John's School in Tallinn. The Merko
group's secured order book bal ance grew to EUR 250 nmillion as of the end of the
second quarter.

In the second quarter, the largest objects in Estonia were the third devel opnent
phase of the Mustanmde nedical canpus of the North-Estonia Medical Centre, the
Tallinn School of Misic and Ballet, construction on the Liivalaia business and
residential conplex and the construction of infrastructure segnents of the
Republic of Estonia's southeast |and border. In Latvia, the works in progress
were the Okla wafer and biscuit production plant and NATO facilities in ?dazhi,
and the Kauguri city park and youth house. In Lithuania, infrastructure for a
nunber of wind farns and the Kaunas district police headquarters building, NATO
barracks and a production building for Continental Autonotive.

OVERVI EWOF THE |1 QUARTER AND 6 MONTHS RESULTS

PROFI TABI LI TY

2021 6 nonths' pre-tax profit was EUR 10.5 million and @ 2021 was EUR 6.7
mllion (6M 2020 EUR 8.8 million and Q@2 2020 was EUR 6.7 mllion), which
brought the pre-tax profit margin to 7.2% (6M 2020: 6.8%.

Net profit attributable to shareholders for 6 nonths 2021 was EUR 9.8 nillion
(6M 2020: EUR 8.2 million) and for @ 2021 net profit attributable to
sharehol ders was EUR 6.4 million (@ 2020: EUR 6.2 nmillion). 6 nmonths net profit
margin was 6. 7% (6M 2020: 6.3%.

REVENUE

@ 2021 revenue was EUR 85.8 nmillion (@ 2020: EUR 73.9 million) and 6 nonths'
revenue was EUR 145.9 mllion (6M 2020: EUR 129.7 million). 6 nonths' revenue
increased by 12.4%conpared to sanme period |ast year. The share of revenue
earned outside Estonia in 6 nonths 2021 was 38. 0% (6M 2020: 50.3%.

SECURED ORDER BOCK

As of 30 June 2021, the group's secured order book was EUR 249.8 nillion (30
June 2020: EUR 236.7 mllion). In 6 nonths 2021, group conpanies signed new
contracts in the anount of EUR 135.1 million (6M 2020: EUR 175.1 million). In @
2021, new contracts were signed in the amount of EUR 37.8 nmillion (@@ 2020: EUR
87.8 million).
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REAL ESTATE DEVELOPMENT

In 6 nonths 2021, the group sold a total of 145 apartnents; in 6 nonths 2020,
the group sold 369 apartnments. The group earned a revenue of EUR 25.8 million
from sale of own devel oped apartnments in 6 nonths 2021 and EUR 46.0 nmillion in
6 nonths 2020. In @ of 2021 a total of 55 apartnents were sold, conpared to
236 apartnments in @ 2020, and earned a revenue of EUR 11.0 million from sal e of
own devel oped apartnents (@ 2020: EUR 27.4 mllion).

CASH POSI TI ON

At the end of the reporting period, the group had EUR 21.7 nillion in cash and
cash equivalents, and equity of EUR 145.3 mllion (52.5%of total assets).
Conparable figures as of 30 June 2020 were EUR 23.7 nmillion and EUR 138. 4
mllion (50.3%of total assets), respectively. As of 30 June 2021, the group's
net debt was EUR 16.1 million (30 June 2020: EUR 34.2 nmillion).

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

2021 2020 2021 2020 2020

6 nonths 6 nonths |l quarter |l quarter 12 nonths
Revenue 145, 860 129, 733 85, 753 73,861 315,918
Cost of goods sold (128, 622) (113, 250) (75 489) (62,852) (272, 169)
Gross profit 17, 238 16, 483 10 264 11, 009 43,749
Mar ket i ng expenses (1, 830) (1,873) (883) (925) (4, 212)
General and
adm ni strative expenses (5, 706) (5, 393) (2,991) (2,588) (13,412)
O her operating income 1,314 1,122 639 614 2,320
O her operating expenses (93) (1, 252) (39) (1,189) (2,979)
Operating profit 10, 923 9, 087 6, 990 6, 921 25, 466
Fi nance incone/ costs (441) (310) (257) (211) (1, 009)
incl. finance
i ncorme/ costs fromjoint
venture 3 92 (4) 2 (144)
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i nterest expense

forei gn exchange gain
(1 oss)

ot her financial incone
(expenses)

Profit before tax

Cor porate incone tax
expense

Net profit for financial
year

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

net profit attributable
to non-controlling
i nterest

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

Conpr ehensi ve i nconme for
t he period

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

net profit attributable
to non-controlling
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(316)

(39)

(89)

10, 482

(856)

9, 626

9, 763

(137)

16

9, 642

9,779

(330)

(4)

(68)

8,777

(786)

7,991

8,175

(184)

(128)

7, 863

8, 044
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(170)

(39)

(44)

6, 733

(427)

6, 306

6, 395

(89)

(7)

6, 299

6, 387

(158)

(4)

(51)

6, 710

(648)

6, 062

6, 156

(94)

60

6,122

6, 221

(719)

(7

(139)

24, 457

(1, 954)

22,5083

22,994

(491)

(115)

22,388

22,890




i nt er est (137) (181) (88) (99) (502)

Ear ni ngs per share for

profit attributable to

equity hol ders of the

parent (basic and

diluted, in EUR 0.55 0. 46 0. 36 0.35 1.30

CONSCL| DATED STATEMENT OF FI NANCI AL PCSI Tl ON
unaudi t ed
in thousand euros
30. 06. 2021 30. 06. 2020 31.12.2020
ASSETS

Current assets

Cash and cash equi val ents 21, 713 23,728 47, 480
Trade and ot her receivables 62, 902 44,790 32, 657
Prepai d corporate incone tax 315 91 306
I nventories 136, 605 161, 534 126, 332

221,535 230, 143 206, 775

Non-current assets

Investnments in joint venture 2, 357 2,590 2,354
O her long-termloans and receivabl es 22,797 14,504 17,979
Deferred incone tax assets 842 - 653
I nvest ment property 13,872 13, 988 13, 922
Property, plant and equi prent 14,611 12,996 14,521
I ntangi bl e assets 733 686 711

55, 212 44,764 50, 140
TOTAL ASSETS 276, 747 274,907 256, 915
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LI ABI LI TI ES

Current liabilities
Bor r owi ngs

Payabl es and prepaynents
Inconme tax liability

Short-term provisions

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

O her | ong-term payabl es

TOTAL LI ABI LI TI ES

EQUI TY
Non-controlling interests

Equity attributable to equity holders of the
par ent

Share capital
Statutory reserve capital
Currency translation differences

Ret ai ned ear ni ngs

TOTAL EQUI TY
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9,279
77,814
731
5,720

93, 544

28,493
1,739
3, 586

33, 818

127, 362

4,078

7,929
793
(798)
137, 383
145, 307

149, 385
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28,011
63, 243
912
5,915

98, 081

29, 900
1, 650
2, 858

34, 408

132, 489

4,036

7,929
793
(841)
130, 501
138, 382

142, 418

13, 649
55, 846
1, 202
6, 347

77,044

15, 409
3,001
4,026

22,436

99, 480

4,207

7,929
793
(814)
145, 320
153, 228

157, 435




TOTAL LI ABILITIES AND EQUI TY 276, 747 274,907 256, 915

Interim report is attached to the announcenent and is also published on NASDAQ
Tallinn and Merko'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 | t o: urmas. sonel ar @rer ko. ee)

AS Merko Ehitus (group.nerko.ee (https://group.nerko.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 general contractor, the group's other major area of activity is
apart nent devel opnent. As at the end of 2020, the group enpl oyed 666 people, and
the group's revenue for 2020 was EUR 316 nillion
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