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COMMENTARY FROM MANAGEMENT

@ 2023 revenue for Merko Ehitus was EUR 142 nmillion and the Hl figure was EUR
217 mllion. Net profit in @ was EUR 13.6 nmillion and net profit for the |ast
si X months was EUR 19.4 nillion. Merko delivered 512 apartnents to new
homeowners and 15 commercial units to businesses in HL.

According to the managenent of Merko Ehitus, the profit for the first half of
the vyear was strong, as expected, since a nunber of apartnent devel opnents were
conpleted, and pre-sold apartnents were delivered to hone-buyers. At the sane
time, the backstock of pre-sold apartments is nearing exhaustion and the narket
situation today is very different conpared to 2020 and 2021. The pace of new
apartnment sales has dropped significantly, due to which also the [ aunch of new
devel opments by Merko group and on the Baltic narket as a whole has sl owed
greatly. This in turn will nean fewer devel opnents reaching conpletion and fewer
apartments sold in the coming years. On the positive side, the situation on the
apartment nmarket has stabilized in the first half of the year, adjustment to the
changes in the econom c environnment continues and market is seeing slightly nore
rel axed senti nment. Although there are currently fewer apartnent buyers
purchasing as an investnent, new honme purchase transactions are still being
cl osed. However, a rapid change in demand is not seen in the near future and the
| aunch of new projects is viewed cautiously. In the first half of the year, the
group invested a total of EUR 56.5 nmillion into devel opments in progress and new
i nmovabl es.

In the first six nonths of 2023, the group conmpanies entered into new
construction contracts worth EUR 255 nillion, which was 32% nore than in the
conparison period, and the bal ance of secured order-book grew by approxi mately
29% as conpared to the last year to EUR 418 nmillion. In the sense of
construction volunes, the group's secured order-book will to a certain extent
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counterbal ance the inpacts of the apartnent market decline in the next few
years. At the same tinme, the operating environment in the construction sector
remai ns unstable. Ri sk nanagenent is extrenely inportant, as nuch as is possible
given the high inflation and high interest rates, new regulations and
adm nistrative practices as well as the geopolitical situation.

In the first six nmonths of the vyear, Merko delivered 512 apartnents to new
honeowners and 15 commrercial units to businesses. As of the end of 2, the group

conpanies had 978 apartnents on their balance sheets. O apartnents under

construction, approximately 40% were covered by prelinminary sale contracts. The

| argest apartnment devel opnments were Uus-Veerenni, Noblessner and Lahekal da in

Tallinn, Erminurne in Tartu, Viesturdarzs, Mezhpilseta and Magnolijas in Riga and
Vil nel es Skverai in Vilnius.

In @ of 2023, the largest sites under construction in Estonia were the Rae and
Pel gul i nna state gymasi uns, Hanpton by Hilton and Hyatt hotel buildings, Arter
Quarter and the infrastructure along the south-eastern border of the Republic of
Estonia, Defence Forces buildings on Tapa base, a tramline between AOd City

Harbour and Rail Baltica Ueniste passenger terminal and the first phase of
Ueniste ternminal as well the renovation of Vana-Kalamja Street. Projects in
progress in Latvia were the GUSTAVS business centre and El enental Business
Centre office buildings. |In Lithuania, wnd farm infrastructure works and a

substation in Keln? region, and various buildings and infrastructure for NATO
training centres.

OVERVI EWOF THE |1 QUARTER AND 6 MONTHS RESULTS

PROFI TABI LI TY

2023 6 nonths' pre-tax profit was EUR 20.2 mllion and @ 2023 was EUR 14.1
mllion (6M 2022: EUR 8.4 million and Q@ 2022 was EUR 4.9 million), which
brought the pre-tax profit margin to 9.3% (6M 2022: 5.49%.

Net profit attributable to shareholders for 6 nonths 2023 was EUR 19.4 nillion
(6M 2022: EUR 7.2 million) and for @@ 2023 net profit attributable to
shareholders was EUR 13.6 million (@ 2022: EUR 4.2 mllion). 6 nonths net
profit margin was 8.9% (6M 2022: 4.6%.

REVENUE

@ 2023 revenue was EUR 141.6 nmillion (@ 2022: EUR 87.8 million) and 6 nonths'
revenue was EUR 217.3 mllion (6M 2022: EUR 156.2 million). 6 nonths' revenue
increased by 39.1%conpared to sanme period |ast year. The share of revenue
earned outside Estonia in 6 nonths 2023 was 30.6% (6M 2022: 53.8%.

SECURED ORDER BOCK

As of 30 June 2023, the group's secured order book was EUR 418.2 nillion (30
June 2022: EUR 322.9 mllion). In 6 nonths 2023, group conpanies signed
contracts in the anount of EUR 254.8 million (6M 2022: EUR 193.3 nmillion). In @
2023, new contracts were signed in the amount of EUR 84.4 nmillion (@@ 2022: EUR
22.1 nmillion).
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REAL ESTATE DEVELOPMENT

In 6 months 2023, the group sold a total of 512 apartnents; in 6 nonths 2022
the group sold 214 apartnments. The group earned a revenue of EUR 80.5 million
from sale of own devel oped apartnments in 6 nonths 2023 and EUR 27.1 nmillion in
6 nonths 2022. In @@ of 2023 a total of 367 apartnents were sold, conpared to
88 apartnments in @@ 2022, and earned a revenue of EUR 61.2 million fromsale of
own devel oped apartnents (@ 2022: EUR 11.6 mllion).

CASH POSI TI ON

At the end of the reporting period, the group had EUR 9.8 nillion in cash and
cash equivalents, and equity of EUR 186.0 mllion (51.3%of total assets).
Conparable figures as of 30 June 2022 were EUR 16.8 nmillion and EUR 156. 7
mllion (41.5%o0of total assets), respectively. As of 30 June 2023, the group's
net debt was EUR 68.0 million (30 June 2022: EUR 73.2 million).

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

2023 2022 2023 2022 2022

6 nonths 6 nonths |l quarter |l quarter 12 nonths
Revenue 217, 347 156, 198 141, 596 87,772 409, 633
Cost of goods sold (191, 528) (138,917) (125, 752) (78,363) (355,975)
Gross profit 25, 819 17, 281 15, 844 9, 409 53, 658
Mar ket i ng expenses (2,095) (2,169) (1,018) (1, 054) (4,077)
General and
adm ni strative expenses (8,261) (7,522) (4, 296) (3,799) (15,860)
O her operating income 2,778 1,422 1,961 736 3,144
O her operating expenses (147) (455) (85) (394) (1, 834)
Qperating profit 18, 094 8, 557 12, 406 4,898 35,031
Fi nance incone/ costs 2,126 (193) 1,735 (33) 2,067
incl. finance
i ncorme/ costs fromjoint
vent ures 3,819 328 2,539 330 3, 516
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i nterest expense (1, 337) (374) (682) (212) (1, 180)

forei gn exchange gain

(1 oss) (290) (67) (80) (119) (138)
ot her financial incone

(expenses) (66) (80) (42) (32) (131)
Profit before tax 20, 220 8, 364 14, 141 4,865 37,098

Cor porate incone tax
expense (929) (1,176) (637) (755) (2,995)

Net profit for financial
year 19, 291 7,188 13, 504 4,110 34,103

incl. net profit
attributable to equity
hol ders of the parent 19, 450 7,202 13,570 4,196 34, 640

net profit attributable
to non-controlling
i nterest (159) (14) (66) (86) (537)

O her conprehensi ve

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

Currency translation
di fferences of foreign
entities 72 (12) 19 (28) 30

Conpr ehensi ve i ncone for
the period 19, 363 7,176 13,523 4,082 34,133

incl. net profit
attributable to equity
hol ders of the parent 19, 490 7,189 13, 580 4,169 34, 648
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net profit attributable
to non-controlling
i nterest (127) (13) (57) (87) (515)

Ear ni ngs per share for

profit attributable to

equity hol ders of the

parent (basic and

diluted, in EUR 1.10 0.41 0.77 0.24 1.96

CONSCL| DATED STATEMENT OF FI NANCI AL PCSI Tl ON
unaudi t ed
in thousand euros
30. 06. 2023 30. 06. 2022 31.12. 2022
ASSETS

Current assets

Cash and cash equi val ents 9, 795 16, 773 17, 665
Trade and ot her receivables 68, 627 68, 317 77,959
Prepai d corporate incone tax 146 36 38
I nventories 216, 142 228, 240 225, 661

294, 710 313, 366 321, 323

Non-current assets

I nvestnments in joint ventures 15,514 9, 707 12, 895
O her shares and securities 80 - -
O her long-termloans and receivabl es 21, 457 23,616 22,982
Deferred i ncome tax assets 1, 044 1,115 693
I nvest ment property 11, 435 11, 536 11, 485
Property, plant and equi prent 17, 640 17, 347 17, 452
I ntangi bl e assets 582 635 582

67,752 63, 956 66, 089
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TOTAL ASSETS 362, 462 377, 322 387, 412

LI ABI LI TI ES

Current liabilities

Bor r owi ngs 39, 783 48, 854 49, 687
Payabl es and prepaynents 83, 889 117,702 96, 248
Inconme tax liability 1,419 2,275 1, 241
Short-term provisions 9, 805 6, 879 9, 820

134, 896 175,710 156, 996

Non-current liabilities

Long-t erm borrow ngs 37, 965 41, 153 42,236

Deferred income tax liability 1,774 1, 649 2,355

O her | ong-term payabl es 2,472 2,322 2,133
42,211 45,124 46, 724

TOTAL LI ABI LI TIES 177, 107 220, 834 203, 720

EQUI TY

Non-controlling interests (622) (240) (495)

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 (743) (804) (783)

Ret ai ned ear ni ngs 177,998 148, 810 176, 248
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185, 977 156, 728 184, 187

TOTAL EQUITY 185, 355 156, 488 183, 692

TOTAL LI ABI LI TIES AND EQUI TY 362, 462 377, 322 387, 412

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 Fi nance

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 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 2022, the group enpl oyed 661 people, and
the group's revenue for 2022 was EUR 410 mllion.
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