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A leader facing challenging times

Hold

Initiation of coverage

Price: EUR 0.67/share
Price target: EUR 0.68/share

We initiate coverage of Ekspress Grupp, the leading media group in the
Baltics region, with a HOLD rating and a 12M price target (PT) of
EUR 0.68/share (1% upside potential). The company has been in
operation for 30 years and its business is focused on two areas — media
(newspapers, magazines, online portals), and printing services, with one
of the largest printing houses in the region. On the one hand, we like the
company for its: i) strong market position (media leader in the Baltics
countries); ii) well-diversified business, supported by M&A; and iii)
relatively low multiples (2021E EV/EBITDA at 5.5x, 28% below its peers).
On the other, we note that the leverage level (2.6x as at end-2020E, on
our forecasts), coupled with the uncertain (due to the epidemic) market
outlook, may result in flat yoy EBITDA in 2021E, on our numbers. This
limits the FCF expansion and, consequently, the dividend payment
capacity (we do not expect a dividend payment in 2021E).

Global media and entertainment market is digitising... According to PwC'’s
forecasts, the global revenues from the digital segment of the market should
enjoy a 2019-22E CAGR of 5%. The non-digital segment should remain
stagnant (-1% average annual growth rate). This implies a contraction risk for
printed media in the long term.

...as is Ekspress Grupp’s business, supported additionally by M&A. The
company has been expanding the contribution of its online business to its top
line (in 9M20, its share in the media segment revenues stood at 70% vs. 55%
in 2015). Moreover, Ekspress Grupp uses M&A as part of its growth strategy.
In 2019, it acquired an online ticketing business — SIA BileSu Paradize — which
we believe may be enjoying very high profitability (its peer's, CTS Eventim,
ticketing segment records 40%+ EBITDA margins), but, given the adverse
COVID-19 impact on mass events, its contribution to the results may be lower
than the company assumed at the time of the transaction, in our view.

Slow EBITDA growth may limit the chances of a dividend, placing the
focus on deleveraging. In our model, we have pencilled in a 2019-22E
EBITDA CAGR of 3%, on the back of the uncertain market outlook, given the
COVID-19 impact on the media market (limited ad spending). Moreover, as we
do not rule out possible M&A (although the company is not guiding for any
transaction at this stage), we believe it may focus on reducing its leverage
(2020E ND/EBITDA at 2.6x), rather distributing profit in 2021E.

Valuation: fair, according to our DCF, low on multiples. Our DCF (a 90%
weight) yields a 12M PT of EUR 0.64/share (5% downside), while our peers’
valuation (a 10% weight) produces a 12M PT of EUR 1.07/share (60% upside).
According to our forecasts, the company is trading at our 2021-22E P/E
multiples of 16.1-11.4x, indicating 17-32% discounts vs. its peers (Bloomberg
forecasts); while, according to our 2021-22E EV/EBITDA multiples, the name
is valued at 5.5-4.9x, 28-15% below its peers’ median. Consequently, we arrive
at a 12M PT of EUR 0.68/share, implying 1% upside potential and a
HOLD rating.

Risks: Brexit; worldwide GDP growth; competition; employee turnover;
litigation; FX risk; and low liquidity.

Expected events

4Q20 (unaudited)

19 February

4Q20 (audited) 1 April
1Q21 results 30 April
2Q21 results 30 July
3Q21 results 29 October
Key data

Market Cap USD 25m
3M ADTV USD 7.5k
Free float 41%
Shares outstanding 31m
Major Shareholder Hans H. Luik (59%)
Bloomberg Code EEGIT ET
TALSE Index 1,310
Price performance

52-w range EUR 0.61-0.86
52-w performance -16%
Relative performance -19%

Ekspress Grupp 12M share price

performance

e EkSpress Grupp
TALSE rebased

Revenues EBITDA EBIT NI EPS DPS P/E EV/EBITDA  Div. ND/EBITDA
EURmM EURmM EURmM EURmM EUR EUR X X yield X

2018 60.5 4.3 1.2 0.0 0.00 0.07 nm 8.0x 10.4% 3.3x

2019 67.5 6.8 2.7 1.4 0.05 0.00 14.3x 6.0x 0.0% 3.0x

2020E 65.7 6.8 2.7 1.3 0.04 0.00 15.8x 5.7x 0.0% 2.6x

2021E 71.6 6.7 2.6 1.3 0.04 0.00 16.1x 5.5x 0.0% 2.4x

2022E 78.7 7.3 3.2 1.8 0.06 0.02 11.4x 4.9x 3.1% 2.1x
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Company snapshot — HOLD, PT EUR 0.68/share

Ekspress Grupp
HOLD

SHARE PRICE PERFORMANCE
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COMPANY DESCRIPTION
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EURm 2018 2019 2020E  2021E _ 2022E
Media 37.2 44.2 438 49.0 56.4
yoy 17% 19% 1% 12% 15%
Printing 252 25.7 244 251 251
yoy 6% 2% 5% 3% 0%
Other 20 25 24 26 28

Bloomberg ticker EEG1T ET Ekspress Group is the leading media group in the Baltic region. The company has been in operation for over
Closing price (EUR/share) 0.67 0.90 30 years, and it has been listed on the Tallinn Stock Exchange since 2007. Ekspress Grupp has been
PT (EUR/share) 068 % growing both organically and through acquisitions. The company’s primary area of activity is based on its
Upside to PT 1% 0.80 media segment, which dgals with publishing n.ewspapers. (both primeg and online),.running online portals
Shares outstanding (m) 31 0.75 (news, real esFate and. l!cke! sgles). and offering adverynsemem services, both online and outdoor. Over
Market cap (USDm) 25 0.70 9Mm20, th'e onllrje media’s contribution to thg ;egmgn!s revenues amounted Ig ?O%, and 48% to thg
0.65 company’s top line. The second segment — printing — is based on the largest publishing house in the Baltic
il;/e;:oat . 41% 0.60 region, AS Printall.
ge daily turnover (USDk) 75 29838S8838888¢8%8
52 Week performance -16% 8§ §883 585323838 3
- asuw=<35"2a¢0z
52 Week relative performance -19%
52 Week Range (EUR) 0.61-0.86 e EKSPIESS GrUP s TALSE rebased
RATIOS
EUR/share 2018 2019 2020E 2021E 2022E VALUATION RATIOS 2018 2019 2020E 2021E 2022E
EPS 0.00 0.05 0.04 0.04 0.06 EVIEBITDA 8.0x 6.0x 5.7x 5.5x 4.9x]
DPS (from the given year's net profit) 0.07 0.00 0.00 0.00 0.02 PIE nm 14.3x 15.8x 16.1x 11.4x|
Dividend pay-out ratio 66% 0% 0% 0% 50% FCF yield -14.2% -27.8% -7.8% 6.6% 8.5%
Dividend yield 10.4% 0.0% 0.0% 0.0% 3.1%
FINANCIAL RATIOS 2018 2019 2020E 2021E 2022E FCF BREAKDOWN (EURmM 2018 2019 2020E 2021E 2022E
EBITDA margin 7.0% 10.1% 10.3% 9.4% 9.3% EBIT 12 2.7 27 26 3.2
Net margin 0.0% 2.1% 2.0% 1.8% 2.3% NOPAT 01 2.2 22 21 25
Effective tax rate 91.4% 19.4% 20.0% 20.0% 20.0% D&A 31 4.1 41 4.2 42
ROE 0.0% 2.7% 2.5% 2.4% 3.3% CAPEX (M&A) 0.0 -6.6 -0.4 0.0 0.0
ROA 0.0% 1.6% 1.4% 1.3% 1.8% CAPEX (PPE, int. assets) -3.1 -2.8 -4.7 -4.6 -4.6
ROIC 0.2% 3.1% 2.8% 2.7% 3.4% Change in WC -2.9 -2.4 -2.8 -0.3 -0.4
ECE 28 56 16 14 18
COMPANY FINANCIALS
INCOME STATEMENT, EURm 2018 2019 2020E 2021E 2022E BALANCE SHEET, EURmM 2018 2019 2020E 2021E
Revenues 605 675 65.7 716 787 PPE 11.9 149 154 155
Media 37.2 44.2 438 49.0 56.4 Intangibles 46.7 56.4 56.5 56.8
Online media as % of total media 65.9% 69.1% 71.1% 73.1% 75.1% Others 43 46 5.0 5.0
Printing 252 257 24.4 251 251 Total non-current assets 62.9 759 769 773
Other -2.0 -25 2.4 -2.6 -2.8 Inventories 34 31 29 31
EBITDA 43 6.8 6.8 6.7 73 Trade accounts recievable 9.2 127 10.8 118
D&A -3.1 4. 4. -4.2 Cash and cash equivalents 13 36 52 54
Operating profit 12 27 26 32 Others 0.0 0.0 0.0 0.0
PBT 03 16 16 23 Total current assets 138 195 189 203
Income tax 03 03 03 05 Total assets 76.7 954 95.9 97.7
Minorities 0.0 0.0 0.0 0.0
Net profit 0.0 13 13 18 Total shareholders equity 51.6 529 54.2 55.4
Long-term borrowings 141 19.2 17.7 16.7
CASH FLOW STATEMENT, EURm 2018 2020E  2021E  2022E Other LT liabilities 00 29 29 29
CF from operations 49 8.2 5.7 6.4 Total non-current liabilities 141 221 206 196
D&A 31 41 42 42 ST Debt 14 51 51 51
Changes inWC 15 28 03 04 ST trade payables 10.8 16.5 171 18.6
CF from investments 29 5.1 -46 -46 Other ST liabilities 0.0 0.1 0.1 0.1
olw capex (PPE & int. ass.) -3.1 -4.7 -4.6 -4.6 Total current liabilities 122 216 223 238
ofw capex (M&A) 0.0 04 0.0 00  Total equity and liabilities 767 954 959 97.7
CF from fin. acti S -19 -15 -1.0 26
olw borrowings -0.9 -15 -1.0 -2.0 Gross debt 155 243 228 218 19.8
olw dividends -2.1 0.0 0.0 -0.6 Net debt 14.2 20.7 17.6 16.4 153
ND/EBITDA 3.3x 3.0x 2.6x 2.4x 2.1x|

Revenues by segment EBITDA by segment

EURmM 2018 2019 2020E 2021E 2022E
Media 34 6.0 59 6.3 71
EBITDA margin 9.0% 13.5% 13.5% 12.8% 12.6%
Printing 24 2.0 21 18 16
EBITDA margin 9.5% 7.9% 8.5% 7.0% 6.5%
Other -15 -1.2 -1.2 -13 -1.4

ND/EBITDA and CAPEX FCF and FCF yield
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Investment case

We initiate coverage of Ekspress Grupp, the leading media group in the Baltics region, with a
HOLD rating and a 12M price target (PT) of EUR 0.68/share (1% upside potential). The company
has been in operation for 30 years and its business is focused on two areas — media (newspapers,
magazines, online portals), and printing services, with one of the largest printing houses in the
region. On the one hand, we like the company for its: i) strong market position (media leader in
the Baltics countries); ii) well-diversified business, supported by M&A; and iii) relatively low
multiples (2021E EV/EBITDA at 5.5x, 28% below its peers). On the other, we note that the leverage
level (2.6x as at end-2020E, on our forecasts), coupled with the uncertain (due to the epidemic)
market outlook, may result in flat yoy EBITDA in 2021E, on our numbers. This limits the FCF
expansion and, consequently, the dividend payment capacity (we do not expect a dividend
payment in 2021E). Overall, we see the printing business as challenged, and the future depends
on the successful diversification into online, which the company is striving to do.

The global entertainment and median (E&M) market is digitising, according to PwC'’s data. The non-
digital media segment has been in permanent moderate decline mode over the past four years, and it
should remain so in the coming years. On the other hand, in the case of digital media, PwC expects it to
enjoy a 2019-22E CAGR of 5%.

Global E&M revenue (USD bn) breakdown by segments
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Source: WOOD Research, PWC

...and the European advert market is following the same trend. The trends of E&M migration into
the online space are also present in the European advertising market. In 2006, media advertising
spending amounted to EUR 105bn, of which only 8% was online advertising, according to IAB Europe’s
estimates. Over the years, the proportion has begun to reverse: in 2013, it reached a 30% share; while,
in 2019, for the first time, the online channel exceeded other media.

Total media ad spend in Europe (EUR bn)
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Source: WOOD Research, IAB Europe

The company has two segments — media and printing; the former is the more profitable and
dominant. The media segment accounts for the majority of the top line, and it also contributes the larger
part of the company’s EBITDA. In 2019, the segment generated EUR 6m of profit, operating on a 13%
margin. The printing segment added EUR 2m of EBITDA (with an 8% EBITDA margin).

Ekspress Grupp
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2019 EBITDA: breakdown by segments

7.0 20%
18%
16%
14%

4.0
o0 Ea
’ 2.0

10%
2.0

8%
0.0 4%
-1.0 - 2%
-1.2

-2.0 : 0%
Media Printing Other

6.0
5.0

1.0

EEBITDA (EURm) @EBITDA margin (rhs)

Source: WOOD Research, company data

We expect moderate growth in the EBITDA in 2022E, as the 2020E profit has been inflated by a
one-off event. In our model, we have pencilled in 10.3% EBITDA margin for 2020E. The yoy
improvement stems from savings that the company managed to generate over 9M20, stemming from
pay cuts, as well as the c.EUR 1.1m salary subsidy from the Estonian Unemployment Insurance Fund
(the subsidy is for the whole of 2020E). The latter figure accounts for ¢.17% of our 2020E EBITDA
forecast. For 2021E, we assume margin erosion, as we do not pencil in any further subsidies (if there
are any, we would see upside potential for our forecasts).

EBITDA by segments (EUR m) EBITDA and EBITDA margin
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Source: WOOD Research, company data

M&A are part of the company’s equity story... We see M&A as an inherent part of the media business
(with local peers — Wirtualna Polska — serving as a good example of such a growth tactic). Not
surprisingly, in 2019 Ekspress Grupp has been engaged in the acquisition activity. It increased stake
from 50% to 100% in Linna Ekraanid OU, an Estonian digital outdoor advertising company; purchased
25% stake in SIA Altero, a financial comparison and brokerage platform; and a 100% stake in SIA BileSu
Paradize, a Latvian ticketing platform. The latter acquisition is quite an interesting one, in our view:
although the company has not disclosed BileSu Paradize’s profitability, we believe it may be higher that
the other businesses in the Ekpress Grupp mix. We note that the former company’s peer’s (CTS Eventim)
ticketing segment records 40%+ EBITDA margins. However, on the other hand, we note that, given
COVID-19’s adverse impact on various entertainment events, its contribution to the Ekspress Grupp’s
result may be lower than the company assumed at the time of the transaction, in our view.

...but we assume no acquisitions at this stage, which should support the recovery of the FCF. As
the company has not communicated its intentions for proceeding with further M&A, we have not pencilled
in any additional capex that may be spent on it (although we would be not surprised if the company
proceeds with acquisitions, which we see as one of the key development opportunities for media
companies). With the capex limited to organic growth only, we pencil in a recovery in the FCF into positive
territory from 2021E.

Ekspress Grupp
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Capex

FCF and FCF yield
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Focus on deleveraging, dividend may come later, in our view. Taking into consideration the epidemic
environment and the still significant uncertainty over the economic recovery path (albeit supported by
the availability of the vaccine), we believe that the company’s primary focus will be on reducing its
leverage. Again, we do not exclude possible ad hoc M&A in the meantime. This makes us believe that
the company may not be eager to distribute profit in 2021E, but we see a chance for a dividend payment
in 2022E, from the 2021E profit. As we do not see Ekspress Grupp as a dividend name at this stage, we
do not perceive it as a major drawback in its equity story (even the 3% dividend yield we expect in 2022E
is below the 5% average for the MSCI Frontier Markets index and c.4% for its peers’ median, according
to the Bloomberg consensus).

Leverage Dividend
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Source: WOOD Research, company data

Ekspress Grupp trading at significant discounts to both its peers and its own long-term average
multiples... According to our forecasts, the company is valued at our 2021-22E P/E multiples of 16.1-
11.4x, indicating 17-32% discounts vs. its peers (Bloomberg forecasts); while, according to our 2021-
22E EV/EBITDA multiples, the names is valued at 5.5-4.9x, 28-15% below the peers’ median. Moreover,
on both its EV/trailing 12M EBITDA (4.8x) and P/12M trailing EPS (7.4x), Ekspress Grupp is valued at
nearly a 40% discount to its long-term average multiples.

...but, given the company’s leverage and low liquidity, we assign a greater weight to the DCF
valuation. We have decided to base our valuation of the company primarily on DCF (90% weight) as, at
this stage (due to the company’s leverage, the uncertain economic and market outlook, and the stock’s
low liquidity), it is the FCF generation capacity that is the most important to us. Our DCF valuation implies
a 12M PT of EUR 0.64/share (5% downside), while the peers’ valuation produces a 12M PT of
EUR 1.07/share (60% upside). Consequently, we arrive at a 12M PT of EUR 0.68/share, implying 1%
upside potential and a HOLD rating.

Risks: M&A; competition in the media business; contracting printing segment; paper price; FX risk;
litigation risk; COVID-19 and GDP growth; and low liquidity.

Ekspress Grupp
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Valuation

DCF valuation

We rate Ekspress Grupp a HOLD, with a 12M price target (PT) of EUR 0.68/share, implying 1%
upside potential. We derive our PT based mainly on our DCF analysis (90% weight), with the peer
group valuation assigned a 10% weight. We have decided to assign such a small weight to the multiples
valuation due to the small size of the company (market cap of only USD 25m; 2019 EBITDA at
c.EUR 7m), as well as the limited stock liquidity (3M ADTV below USD 8k).

Valuation summary

Weight PT Current price Upside
DCF 90% 0.64 0.67 -5%
Peer-based valuation 10% 1.07 0.67 60%
Weighted PT 100% 0.68 0.67 1%

Source: WOOD Research

DCF: 12M PT at EUR 0.64/share

We base our DCF valuation on the following assumptions:

A WACC of ¢.10%.

A present value of the discounted free cash flows of EUR 13m for 2021-28E.
An end-2020E net debt of EUR 17m.

A present value of the terminal value of EUR 21m.

A terminal growth rate of 1.0%.

SN N N N

As we base our forecasts on the financials reported under the equity method, we adjust the equity
value for the 2020E investment in associates

v Fully diluted number of shares as of 1Q24E of ¢.32m, i.e., following the completion of the current
stock option programme

EURmM 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E Terminal
Revenues 71.6 78.7 84.8 89.9 94.1 97.3 99.1 100.9 100.9
yoy 10% 8% 6% 5% 3% 2% 2% 0%
EBIT 2.6 3.2 3.6 4.0 4.3 4.5 4.7 4.9 4.9
EBIT margin 4% 4% 4% 4% 5% 5% 5% 5% 5%
Cash tax (20%) 0.5 0.6 0.7 0.8 0.9 0.9 0.9 1.0 1.0
NOPAT 21 25 29 3.2 34 3.6 3.8 3.9 3.9
(+) D&A 4.2 4.2 4.2 4.2 4.3 4.3 4.3 4.4 4.4
(-) capex -4.6 -4.6 -4.7 -4.8 -4.8 -4.9 -4.8 -4.7 -4.4
(-) Working capital growth -0.3 -0.4 -0.3 -0.3 -0.2 -0.2 -0.1 -0.1 -0.1
Net investment -0.7 -0.8 -0.8 -0.8 -0.8 -0.7 -0.6 -0.4 -0.1
FCF 1.4 1.8 21 24 27 29 3.2 35 3.8
Terminal growth [g(t)] 1.0%

PV TV 21

PV FCF 2021-2028E 13

Enterprise value (EUR m) 33

Net debt (end 2020E) 18

Minorities (end 2020E)

Investment in associates (2020E)

Equity value (EUR m) 18

Number of shares (m), diluted 2024 32

Value per share (EUR, 1 Jan 2021) 0.57

12M PT (EUR) 0.64

Source: WOOD Research
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DCF sensitivity

WACC

6.7% 7.7% 8.7% 9.7% 10.7% 11.7% 12.7%

0.1% 0.60 0.59 0.58 0.57 0.56 0.55 0.54

Terminal 0.4% 0.63 0.62 0.60 0.59 0.58 0.57 0.56
growth 0.7% 0.65 0.64 0.63 0.62 0.61 0.60 0.59
rate 1.0% 0.68 0.66 0.65 0.64 0.63 0.62 0.61
1.3% 0.70 0.69 0.68 0.67 0.66 0.65 0.64

1.6% 0.73 0.72 0.71 0.70 0.69 0.67 0.66

1.9% 0.76 0.75 0.74 0.73 0.72 0.70 0.69

Source: WOOD Research

Peers valuation: 12M PT at EUR 1.07/share

Ekspress Grupp trades at significant discounts to the other regional media companies, growing
faster than its peers, but paying no dividend. Based on our numbers, the company trades at 5.5-4.9x
2021-22E EV/EBITDASs (28-15% discounts vs. its peers). On our 2021-22E P/Es, the company is valued
at 16.1-11.4x (17-32% discounts vs. its peers). We value the company based on the 2021-22E multiples,
as 9M20 has been reported already.

Ekspress Grupp: peers

Market cap  NDY PIE EBC'/Igg EV/EBITDA Dividend yield
Country USDm EBITDA 2020E 2021E 2022E| 19-22E| 2020E 2021E 2022E| 2020E 2021E 2022E
Eskpress Grupp Estonia 25 2.6x 15.8 16.1 11.4 3% 5.7 55 4.9 0.0% 0.0% 3.1%
Sanoma Finland 2,642 0.4x 22.5 17.7 16.4] -2% 6.1 7.7 7.1 3.9% 4.1% 4.4%
Sina China 2,690 -2.3x 19.7 17.1 16.8] 18%) 4.4 2.4 1.1 0.0% 0.0% 0.0%
Yelp us 2,310 -6.2x 42.3 229 19.9 17% 12.7 7.6 5.9 0.0% 0.0% 0.0%
Daily Mail&General Trust Britain 2,452 -2.1x 41.9 279 21.3 6% 12.7 10.7 8.8 3.4% 3.4% 3.5%
Promotora De Informaciones Spain 886 n.a. 129.9 n.a. n.a. -8% 16.7 11.7 9.8 0.0% n.a. na.
Alma Media Finland 862 -1.1x 21.5 22.6 20.9 -3% 10.9 10.4 9.4 4.4% 4.5% 4.7%
Wirtualna Polska Poland 662 1.4x 32.7 21.1 17.7 7% 13.8 11.0 9.6 0.3% 1.2% 2.8%
Arnoldo Mondadori Editore Italy 497 2.0x 26.3 12.7 11.3 -1% 6.6 5.4 4.8 0.0% 2.0% 3.7%
Rcs Mediagroup Italy 364 3.6x 9.5 7.2 7.2 -10% 6.8 4.6 4.2 n.a. n.a. n.a.
Bloomsbury Publishing Britain 283 -1.3x 15.7 21.6 15.9 8% 8.7 9.7 7.3 0.5% 3.2% 3.3%
Roularta Media Group Belgium 236 -6.0x 38.9 36.9 38.9 -5% 6.7 5.1 4.6 3.4% 3.4% 3.4%
Cairo Communications Italy 199 3.2x 26.7 6.0 5.6 -8% 7.5 5.3 4.6 0.0% 7.1% 8.7%
Vocento Spain 124 2.1x n.a. 10.6 7.3 2%) 8.6 5.6 4.7 n.a. 3.7% 3.7%
Agora Poland 88 5.7x n.a. n.a. 197.1 -4% 14.1 8.4 5.7 n.a. n.a. 4.3%
Weighted median 26.5 19.4 16.8 -1% 8.6 7.7 5.8 0% 3% 4%
Ekspress Grupp vs. peers’ median -40% -17% -32%  3.8pp -34%  -28%  -15% Opp -3pp -1pp
Source: WOOD Research, Bloomberg
Peer valuation
P/E (x) EV/EBITDA (x)
2020E 2021E 2022E 2020E 2021E 2022E
Total weighted median (x) 26.5 19.4 16.8 8.6 7.7 5.8
EPS (EUR/share) for P/E and EBITDA (EUR m) for EV/EBITDA 0.04 0.04 0.06 6.8 6.7 7.3
Implied enterprise value 58 52 42
Implied Equity value 35 25 30 41 35 27
Implied Equity value per share (EUR) 1.12 0.81 0.98 1.32 1.14 0.88
Weight (%) 0.0% 25.0% 25.0% 0.0% 25.0% 25.0%
Implied weighted equity value per share (EUR) 0.95
12M price target (PT) 1.07
Source: Bloomberg, WOOD Research
Ekspress Grupp 8 WOOD & Company



Ekspress Grupp trades at 4.8x EV/12M trailing EBITDA, on the Bloomberg figures, implying a 37%
discount to its long-term average. Similarly, on its P/12M trailing EPS multiple, the company is valued
at 7.4x, i.e., 39% below the long-term average.

EV/EBITDA* P/E**
12.0 20.0 -
11.0 18.0

10.0 16.0 2 v
9.0 14.0 m
12.0 ~
8.0 : H
7.0 H 10.0
# 8.0

6.0 = b.
5.0 \ 6.0

4.0 4.0
Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20
— P |E AVG +STD -STD
EV/EBITDA AVG +STD -STD

Source: Bloomberg, WOOD Research; *current EV divided by the trailing 12M EBITDA; **current price divided by trailing 12M EPS; multiples for the period October 2018-January 2020
treated as outliers for the purpose of the average and standard deviations calculations
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Financial forecasts

Revenues (EUR m)

2019-22E revenues CAGR at 5%, according to our forecasts. In our forecasts for 2020E, we have
pencilled in a 3% yoy top-line contraction (9M20 revenues down 6% yoy), but we believe that, along with
the improved macroeconomic outlook in the following years, the company should see growth in its
revenues base. This ought to be driven, in our view, by a recovery in the advertisement revenues, further
growth of subscriptions, and more favourable conditions for the online ticketing business, which we
believe was very profitable prior to the emergence of COVID-19. Moreover, we expect a change in the
top-line structure, i.e., we assume that the median digitisation trend, described in the market section of
this report, should continue. Specifically, we forecast that the contribution of the digital and online
business to the media segment revenues should increase from 69% in 2019 to 75% in 2022E.

Media segment revenues — digital vs. traditional
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Source: WOOD Research, company data

We expect major growth in the EBITDA in 2022E, as the 2020E profit has been inflated by a one-
off event. In our model, we have pencilled in 10.3% EBITDA margin for 2020E. The yoy improvement
stems from savings that the company managed to generate over 9M20, stemming from pay cuts, as well
as the c.EUR 1.1m salary subsidy from the Estonian Unemployment Insurance Fund (the subsidy is for
the whole of 2020E). The latter figure accounts for ¢.17% of our 2020E EBITDA forecast. For 2021E, we
assume margin erosion, as we do not pencil in any further subsidies (if there are any, we would see
upside potential for our forecasts).

EBITDA by segments (EUR m) EBITDA and EBITDA margin
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Source: WOOD Research, company data

No M&A would support the recovery of the FCF, according to our forecasts. In 2019, Ekspress Grupp
was engaged in acquisition activity (increasing its stake from 50% to 100% in Linna Ekraanid OU, an
Estonian digital outdoor advertising company; and purchasing a 25% stake in SIA Altero, a financial
comparison and brokerage platform and a 100% stake in SIA BileSu Paradize, a Latvian ticketing
platform). As the company has not communicated its intentions for proceeding with further M&A, we do
not pencil in additional capex that may be spent on it (however, we would be not surprised if the company
makes some acquisitions, which we see as one of the key development opportunities for media
companies). With its capex limited to organic growth only, we pencil in a recovery of the FCF into positive
territory from 2021E.

Ekspress Grupp
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Capex

FCF and FCF yield
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Focus on deleveraging, dividend may come later, in our view. Taking into consideration the epidemic
environment and the still significant uncertainty over the economic recovery path (albeit supported by
the availability of the vaccine), we believe that the company’s primary focus will be on reducing its
leverage. Again, we do not exclude possible ad hoc M&A in the meantime. This makes us believe that
the company may not be eager to distribute profit in 2021E, but we see a chance for a dividend payment
in 2022E, from the 2021E profit. As we do not see Ekspress Grupp as a dividend name at this stage, we
do not perceive it as a major drawback in its equity story (even the 3% dividend yield we expect in 2022E
is below the 5% average for the MSCI Frontier Markets index and c.4% for its peers’ median, according
to the Bloomberg consensus).

Leverage Dividend
25.0 5.0x 0.08 12%
20.7 4.5x
0.07 10%
20.0 176 4.0x
16.4 0.06
3, 3x 15.3 3.5x 8%
15.0 — 14.2 3 OX 3ox 005
2 OX e i . 2.5x  0.04 6%
10.0 21X\ 20x (03
1.5x 4%
0.02
5.0 1.0x 20
0.5x 0.01
0.0 0.0x 0.00 ® { { 0%
2018 2019 2020E 2021E 2022E 2018 2019 2020E 2021E 2022E
mmmm Net debt (EURmM)  ess==== ND/EBITDA (rhs) mDPS (EUR/share) @Dividend yield
Source: WOOD Research, company data
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Risks

COVID-19 and the macroeconomic environment. COVID-19 resulted in the closure of and/or limiting
occupancy rates at public events, such as theatres. This has had a negative impact on the company’s
ticketing business in Latvia. Should the epidemic persist, the business may remain under pressure.
Moreover, macroeconomic uncertainty affects companies’ willingness to spend money on
advertisements. Hence, the weakening of the economic sentiment could affect Ekspress Grupp’s
revenues from adverts (both online and outdoor).

M&A. Ekspress Grupp has been engaged in M&A activities (the most recent examples include online
ticketing platform BileSu Paradize). In our model, we have not pencilled in any M&A (the company has
not disclosed its acquisition plans), but we do not exclude that some transactions may happen. Should
M&As happen, we note the possible risks associated with obtaining a value-accretive price and
executing synergies.

Competition in the media business. We note that the company may face greater competition in its
online business from other companies offering similar content.

Contracting printing business. We note that there is a worldwide trend of the digitalisation of all kinds
of printed materials (newspapers, books, journals, etc.). It may be that this trend erodes the revenues
and profitability of the company’s printing segment faster than we assume. The company is striving to
preserve the margins in this business by increasing the automation of the production process.

Paper price. Paper is the main raw material used in the company’s printing business. Ekspress Grupp
does not hedge the price of this raw material, as it sees accepting the prices as the most optimal solution.

FX risk. As Ekspress Grupp operates in Eurozone countries (Lithuania, Estonia and Latvia), its FX risk
is very limited and restricted to the export activities of its printing house. According to the company’s
data, non-Euro denominated revenues accounted for c.1% of the 9M20 top line.

Litigation risk. As the company runs online news portals, it is exposed to various litigation risks,
involving publishing material that may be considered false factual allegations by some entities. At this
stage, the company has one such case ongoing. On 28 April 2020, AS MM Grupp submitted a
EUR 2.0m claim against AS Ekspress Meedia to the Harju County Court on the grounds of alleged false
factual allegations made by one of the latter company’s journalists. Ekspress Grupp “considers the claim
to be without perspective”. At this stage, we do not pencil any potential fine into our figures. However,
we note that the EUR 2.0m compensation demand accounts for ¢.30% of our 2020E forecast for the
company’s EBITDA.

Low liquidity of the stock price. We note that Ekspress Grupp’s 3M ADTV stock stands at only
USD 8k. This implies that it may be difficult for investors to trade large stakes without distorting the stock
price significantly.

Leverage. Ekspress Grupp and its subsidiaries have different levels of debt covenants in various credits.
The main loan (EUR 14.2m; due on 20 October 2021) has total debt/EBITDA below 3.0x (if it is below
2.5x, the lower margin is applied to the loan costs). As at end-2019, the ratio stood at 2.36x, calculated
in accordance with the adjustments laid down in the loan contract. As noted earlier, given that we assume
no material M&A activity in the coming years, we expect the leverage to drop gradually.

Ekspress Grupp
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The media market

The global entertainment and media market (E&M) was worth c.USD 2.1trn in 2019, according to
PwC’s estimates. Internet advertising (c.USD 0.3trn) is the largest segment, with a 14.5% market share,
followed by the TV and home video (11.3%/USD 0.24trn) and B2B (8.5%/USD 0.18trn) segments. The
printed media (newspapers and magazines) is fourth, with a 7.4% share of the market.

Global E&M revenue share by segment in 2019
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Source: WOOD Research, PwC

Newspapers and magazines revenues might contract, while internet advertising should continue
to grow. PwC'’s data indicate that the largest E&M segment, internet advertising, should enjoy mid-single
digit yoy growth over the next five years (c.5% yoy). At the same time, similar dynamics (but in negative
territory (-4%)) are expected for newspaper and consumer magazines. Not surprisingly, PwC expects
revenues from advertisements published in newspapers and the circulation of newspapers to contract
over the next five years.

Global E&M Market CAGR (2019-24E)
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Global E&M revenue by segment (USD bn) (2019 and 2024E)
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Global newspaper advertising revenue, 2019-24E
(USD bn)*

Global newspaper circulation revenue, 2019-24E
(USD bn)*
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COVID-19 has facilitated the digitalisation of E&M, and this trend should continue, according to
PwC'’s data. The non-digital media segment has been stagnant over the past four years. Not surprisingly,
the epidemic has had a detrimental effect on its revenues in 2020E. On the other hand, in the case of

digital media, the impact has been

much more moderated, with the segment continuing its growth over

the COVID-19 period, albeit at a smaller growth pace than previously. Taking into consideration a five-
year perspective, PwC expects digital media to enjoy a CAGR of ¢.5%, vs. a moderate decline mode for
the non-digital part of the market (2019-24E CAGR at -1%).

Global E&M revenue (USD bn) breakdown by segments
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The European advert market is digitising as well. The trends of E&M migration into the online space
has been also present in the European advert market. In 2006, media advertising spending amounted
to EUR 105bn, of which only 8% was online advertising, according to IAB Europe estimates. Over the
years, the proportion has begun to reverse: in 2013, it reached a 30% share; while, in 2019, for the first
time, the online channel exceeded the other media.

Total media ad spend in Europe (EUR bn)
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The advertising market revenue in Lithuania was worth EUR 120m in 2019. TV advertising
accounted for the largest part of the advertising market, equal to EUR 53m (44%) in 2019, while online
advertising (19%) was the second-largest revenue generator.

Lithuania’s advertising market (EUR m) Advertising market share by media type in 2019 (%)
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The advertising market revenue in Estonia was worth EUR 107m in 2019. Similarly to Lithuania, the
Estonian market is also dominated by TV (27%) and internet adverts (23%), although it is not as
dominated by the former.

Estonia’s advertising market (EUR m)
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In Latvia, TV and internet adverts have the highest market share among all the Baltic countries.
Over 1H20, TV adverts accounted for c.42% of the market, while internet had a 25% share. Nonetheless,
over this period, all segments of the Latvian adverts market suffered double-digit drops, including
internet, according to the Latvian Advertising Association.

Latvian advertising market value (EUR m) Change in advertising volume by media type (1H19 vs. 1H20)
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Company description

Ekspress Group is the leading media group in the Baltics. The company has been in operation for
over 30 years and, since 2007, it has been listed on the Tallin Stock Exchange. Over the years, Ekspress
Grupp has grown both organically and through acquisitions. The company’s primary area of activity is
publishing newspapers (both printed and online), running online information portals (news, real estate
and ticket sales), and offering advertisement services, both online and outdoor. On top of this, the
company has one of the largest publishing houses in the Baltic region — AS Printall.

Ekspress Grupp: key milestones

- * On 1 July, the company is named AS Ekspress Grupp

PNk * Construction and opening of new Printall building
2004

» Ekspress Grupp sells its ownership interest in AS Bravocom Mobil
« Ekspress Grupp acquires OU Autocentrum

* The shares are listed on the main list of Tallinn Stock Exchange at 5 April 2007

« Acquisition of UAB Adnet Media, the largest Baltic online advertising company, and the establishment of real
estate portal kv24.ee

« Delfi Latvia acquires ACM LV, which provides digital out-of-home advertising solutions in Latvia

« Ajakirjade Kirjastus, together with the remaining magazines, is combined with AS SL Ohtulehtsh

* Acquisitions of UAB Login Conference, SIA Bile§u Paradize, Linna Ekraanid OU, and SIA Altero

) i< E<ECECECECE 4

Source: WOOD Research, company data

Ekspress Grupp has two segments — media and printing. The former accounts for over EUR 42m of
the company’s top line, while the latter adds nearly EUR 26m. It is worth noting that the structure of the
media’'s segment revenues is changing in favour of the online channels, which now account for the
majority of the top line (70% of the media’s top line and 48% of the company’s top line over 9M20).

2019 revenues breakdown by segments Media segment revenues structure
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Source: WOOD Research, company data

The media segment is more profitable than the printing segment. Not only does the media account
for the majority of the top line, it also contributes the larger part of the company’s EBITDA. In 2019, the
segment generated EUR 6m of profit, operating on a 13% margin. The printing segment added EUR 2m
of EBITDA (implying an 8% margin).

Ekspress Grupp
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2019 EBITDA: breakdown by segments
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The company’s business is well-diversified. Ekspress Grupp operates in various areas of media and
publishing. Ohtuleht Kirjastus publishes the largest daily in Estonia, Ohtuleht, while its ohtuleht.ee portal
has 300k+ monthly users. Moreover, the company’s Adnet Media is the leading online advertising
network in the Baltic region. On top of this, Ekspress Grupp also publishes Eesti Paevaleht, the third-
largest daily newspaper in Estonia, as well as the well-known weekly newspapers Eesti Ekspress and
Maaleht. In its portfolio, the company also has the leading Estonian magazines: Eesti Naine, Kroonika,
and Pere&Kodu.

Ekspress Grupp: product portfolio

@ Ohtulelt Maaleht
Del I i estiEseiess (@) Linnalehe
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Source: WOOD Research, company data

The major shareholder of Ekspress Grupp is Hans H. Luik, the founder of the holding. Mr. Luik
has been a member of the supervisory board since 2004, and controls ¢.59% of shares. He also serves
as a member of the boards at OU HHL Riihm, and OU Minigert. The three largest institutional investors
(ING, LHV and SEB) own a total of c.26% of the company.
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Structure of shareholders as of 30 September 2020
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Financials

Profit and loss statement

EURmM 2018 2019 2020E 2021E 2022E
Revenues 60.5 67.5 65.7 71.6 78.7
Media 37.2 44.2 43.8 49.0 56.4
Online media as % of total media 65.9% 69.1% 71.1% 73.1% 75.1%
Printing 25.2 25.7 24.4 25.1 25.1
Other -2.0 -2.5 -2.4 -2.6 -2.8
EBITDA 4.3 6.8 6.8 6.7 7.3
Media 34 6.0 5.9 6.3 7.1
Printing 2.4 2.0 21 18 16
Other -1.5 -1.2 -1.2 -1.3 -1.4
EBIT 1.2 2.7 2.7 2.6 3.2
Profit before tax 0.3 1.7 1.6 1.6 2.3
Tax -0.3 -0.3 -0.3 -0.3 -0.5
Minorities 0.0 0.0 0.0 0.0 0.0
Net profit 0.0 1.4 1.3 1.3 1.8
Source: WOOD Research, company data
Margins

2018 2019 2020E 2021E 2022E

EBITDA margin 7.0% 10.1% 10.3% 9.4% 9.3%
EBITDA margin — media 9.0% 13.5% 13.5% 12.8% 12.6%
EBITDA margin — printing 9.5% 7.9% 8.5% 7.0% 6.5%
Net margin 0.0% 2.1% 2.0% 1.8% 2.3%
ROA 0.0% 1.6% 1.4% 1.3% 1.8%
ROE 0.0% 2.7% 2.5% 2.4% 3.3%
ROIC 0.2% 3.1% 2.8% 2.7% 3.4%
Source: WOOD Research, company data
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Balance sheet

EURm 2018 2019 2020E 2021E 2022E
PPE 12 15 15 16 16
Intangibles a7 56 56 57 57
Others 4 5 5 5 5
Total non-current assets 63 76 77 7 78
Inventories 3 3 3 3 3
Trade accounts receivables 9 13 11 12 13
Cash and cash equivalents 1 5 5 5
Others 0 0 0 0
Total current assets 14 19 19 20 21
Total assets 7 95 96 98 99
Total shareholders equity 52 53 54 55 57
Long-term borrowings 14 19 18 17 15
Other LT liabilities 0 3 3 3 3
Total non-current liabilities 14 22 21 20 18
ST Debt 1 5 5 5) 5
ST trade payables 11 16 17 19 20
Other ST liabilities 0 0 0 0 0
Total current liabilities 12 22 22 24 26
Total equity and liabilities 7 95 96 98 99
Gross debt 15 24 23 22 20
Net debt 14 21 18 16 15
ND/EBITDA 3.3x 3.0x 2.6x 2.4x 2.1x
Source: WOOD Research
Cash flow statement
EURm 2018 2019 2020E 2021E 2022E
CF from operations 5 7 8 6 6
D&A 3 4 4 4 4
Changes in WC 2 1 8 0 0
Other 0 2 1 1 2
CF from investments -3 -9 -5 -5 -5
o/w capex (PPE & int. ass.) -3 -3 -5 -5 -5
o/w capex (M&A) 0 -7 0 0 0
Other 0 0 0 0 0
CF from fin. activities -2 5 -2 -1 -3
o/w borrowings -1 1 -2 -1 -2
o/w dividends -2 0 0 -1
Other 1 4 0 0
Net change in cash 0.2 2.4 1.6 0.2 -0.9
Cash at the beginning of the year 11 1.3 3.6 5.2 5.4
Cash at the end of the year 13 3.6 5.2 5.4 4.6
Source: WOOD Research
Valuation multiples
2018 2019 2020E 2021E 2022E

P/E (x) nm 14.3x 15.8x 16.1x 11.4x
EV/EBITDA (x) 8.0x 6.0x 5.7x 5.5x 4.9x
Dividend yield (%) 10.4% 0.0% 0.0% 0.0% 3.1%
FCF yield (%) -14.2% -27.8% -7.8% 6.6% 8.5%
Source: Company data, WOOD Research
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Appendix: Ekspress Grupp

Ekspress Grupp: the group’s structure

Ownership
interest A L
Company name Status (as of 30 Sept Main field of activity Country
2020)
Operating segment: corporate
functions
Ekspress Grupp AS Parent Holding company and support services Estonia
p PP company g pany pp!
. - - Financing and book-keeping services (established in .
0,
Ekspress Finants OU Subsidiary 100% March 2020) Estonia
Operating segment: media (online and
print media)
Ekspress Meedia AS Subsidiary 100% Online media, publishing of daily and weekly newspapers Estonia
Delfi A/S Subsidiary 100% Online media Latvia
D Screens SIA Subsidiary 100% Sale of outdoor advertising Latvia
Delfi Ticket Service SIA Subsidiary 100% Holding company Latvia
Delfi Tickets SIA Subsidiary : ggg)ng company (merged with SIA BileSu Paradize in February Latvia
BileSu Paradize SIA Subsidiary 100% Operation of the electronic ticket platform and box offices Latvia
Altero SIA Associate 25.48% Financial comparison and brokerage platform Latvia
Delfi UAB Subsidiary 100% Online media Lithuania
. - : Organisation of technology and innovation conference (merged with . .
UAB Login Conferences Subsidiary Delfi UAB in May 2020) Lithuania
Sport Media UAB Subsidiary 51% Currently dormant Lithuania
Hea Lugu OU Subsidiary 83% Book publishing Estonia
Eesti Audioraamatute Keskus OU Associate 33.33% Production and sale of audio books (established In March 2020) Estonia
Adnet Media UAB Subsidiary 100% Online advertising solutions and network Lithuania
Adnet Media OU Subsidiary : 20(;12“86 advertising solutions and network. Dissolved on 27 February Estonia
Adnet Media SIA Subsidiary 100% Online advertising solutions and network Latvia
Videotinklas UAB Subsidiary 100% Production studio for content creation Lithuania
Ohtuleht Kirjastus AS Joint venture  50% Newspaper and magazine publishing Estonia
Express Post AS Joint venture  50% Home delivery of periodicals Estonia
Linna Ekraanid OU Subsidiary 100% Sale of digital outdoor advertising Estonia
Centra Ekrani SIA Subsidiary 100% Currently dormant Latvia
Babahh Media OU Associate 49% Sale of video production, media and infrastructure Estonia
Kinnisvarakeskkond OU Associate 49% Development of a real estate portal Estonia
Operating segment: printing services
Printall AS Subsidiary 100% Printing services Estonia

Source: WOOD Research, company data
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Important disclosures

This investment research is published by WOOD & Company Financial Services, a.s. (“‘WOOD&C0o") and/or one of its branches who are authorised and
regulated by the Czech National Bank (CNB) as Home State regulator and in Poland by the Polish Financial Supervision Authority (KNF), in Slovakia by the
National Bank of Slovakia (NBS), in Italy by the Companies and Stock Exchange Commission (CONSOB) and in the UK by the Financial Conduct Authority
(FCA) as Host State regulators.

This investment research was prepared by WOOD&Co with financial assistance from Taipei China through the TaiwanBusiness EBRD Technical Cooperation
Fund managed by the European Bank for Reconstruction and Development (“‘EBRD’). Neither EBRD nor Taipei China has had any editorial rights or other
influence on the content of this investment research. Neither EBRD nor Taipei China makes any representation or warranty or assumes any responsibility or
liability in relation to the contents of this investment research or reliance thereon. The views expressed in this investment research are those of WOOD&Co
and can in no way be taken to reflect the official opinion of EBRD or of Taipei China. EBRD may, as of the date hereof or in the future, have an investment
in, provide other advice or services to, or otherwise have a financial interest in, certain of the companies and parties contained or named in this investment
research or in their affiliates.

This investment research was completed on 14/12/2020 at 19:30 CET and disseminated on 15/12/2020 at 07:30 CET.
WOOD&Co’s rating and price target history for Ekspress Grupp in the preceding 12-month period:

| Date | Rating | Date ] PT |
| 15/12/2020 | HOLD — initiation of coverage | 15/12/2020 | EUR 0.68 |

A history of all WOOD&CO0’s investment research disseminated during the preceeding 12-month period can be accessed via our website at
https://research.wood.com.

The meanings of recommendations made in WOOD&Co’s investment research are as follows:

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the price target.

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the price target.

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the price target.

RESTRICTED: Financial forecasts, and/or a rating and/or a price target is restricted from disclosure owing to Compliance or other regulatory/legal
considerations such as a blackout period or a conflict of interest.

NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-a-vis the price target has been out of the range dictated by the
current BUY/HOLD/SELL rating.

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock’s rating and/or price target and/or financial information are
temporarily suspended.

As of the end of the last calendar quarter, the proportion of all WOOD&Co'’s investment research vis-a-vis the proportion of subject companies that were
investment banking clients over the previous 12 months is as follows:

BUY HOLD SELL Restricted NOT RATED Coverage in transition
Equity Research Coverage 55% 37% 8% 1% n.a. 1%
IB Clients 1% 1% n.a. 1% n.a. n.a.

Any prices of financial instruments quoted in this investment research are taken as of the previous day’s market close on the home market unless otherwise
stated.

Details of the methodologies used to determine WOOD&CO0'’s price targets and risk assessment related to the achievement of the targets are outlined
throughout the most recent substantive report/note on the subject company.

It should be assumed that the risks and valuation methodology presented in daily news or flash notes, and not changing WOOD&Co’s estimates or ratings,
are as set out in the most recent substantive research report/note on the subject company and can be found on our website at https://research.wood.com.

WOOD&COo’s policy is to update investment research as it deems appropriate, based on developments in the subject company, sector or market that may
have a material impact on the views or opinions stated in the investment research.

WOOD Research Disclosures (as of 15 December 2020)
Company Disclosures
Alior Bank

AmRest

ANY Security Printing Company PLC
Banca Transilvania
Bank of Cyprus

BRD

Bucharest Stock Exchange
Santander Bank Polska
CccC

CD Projekt

CEZ

CME

Dino

DO&CO

Electrica

Erste Group Bank
Eurobank

Eurocash

Fortuna

Fondul Proprietatea
Graphisoft Park

ING BSK

Kazatomprom

Kernel

Kety

KGHM

Kofola CS

Komercni

Kruk

Lotos

MedLife

MONETA Money Bank
02 Czech Republic
OMV Petrom

Orange PL

Pekao

PGE

PGNiG

Philip Morris CR

PKN Orlen

PKO BP

o

N
w
Eal
o

o

Ea
(]

o

Sl sla|fo|Rlo|slafo|slo|jafojo|alo|a|Rloa(s s lajo|jala|jalala|aloa|ja|alslaloa|a|a

o

N
w

Ekspress Grupp WOOD & Company


https://research.wood.com/
https://research.wood.com/

N
A
IS

Purcari Wineries

PZU

o

Romgaz

Santander Bank Polska

Siauliu Bankas

a|o|afo|r|o|a|s|-
N
N

Tauron
Transelectrica
Transgaz
Warsaw Stock Exchange
# Description
1 The company currently is, or in the past 12 months was, a client of WOOD&Co or any of its affiliates for the provision of corporate finance/investment banking services.
2 In the past 12 months, WOOD&Co or any of its affiliates have received compensation for corporate finance/investment banking services from the company.
3 In the past 12 months, WOOD&Co or any of its affiliates have been lead manager or co-lead manager of a publicly disclosed offer of the company’s financial instruments.
4 In the past 12 months, WOOD&Co or any of its affilates have acted as broker to the company
5 WOOD&Co or any of its affiliates are market maker(s) or liquidity provider(s) in relation to financial instruments of the company.
6 In the past 12 months, WOOD&Co or any of its affiliates have provided to the company any services set out in Sections A and B or Annex | to the Directive 2014/65/EU of
the European Parliament and of the Council, other than services listed under points 1, 3, 4 or 5 above, or received compensation for such services from the company.
7 The authoring analyst or any individual involved in the preparation of this investment research have purchased/received shares in the company prior to a public offering of
those shares; and the price at which they were acquired along with the date of acquisition are disclosed above.
8 The authoring analyst or any individual involved in the preparation of this investment research has a direct ownership position in securities issued by the company.
9 A partner, director, officer, employee or agent of WOOD&Co and its affiliates, or a member of his/her household, is an officer, or director, or serves as an advisor or board
member of the company.
10 WOOD&Co or its affiliates hold a net long or short position exceeding the threshold of 0,5% of the total issued share capital of the company, calculated in accordance with
Artcle3 of Regulation (EU) No 236/2012 and with Chapters Ill and IV of Commission Delegated Regulation (EU) No 918/2012.
11 The company owns more than 5% of the total issued share capital in WOOD&Co or any of its affiliates.

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among
other factors) the overall profits of WOOD&Co, which includes corporate finance/investment banking, sales and trading and principal trading revenues.
However, such authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific activities,
or to recommendations contained in the investment research. One factor in equity research analyst compensation is arranging corporate access
events/meetings between institutional clients and the management teams of covered companies (with the company management being more likely to
participate when the analyst has a positive view of the company).

WOOD&Co and its affiliates may have a corporate finance/investment banking or other relationship with the company that is the subject of this investment
research and may trade in any of the designated investments mentioned herein either for their own account or the accounts of their clients, in good faith or
in the normal course of market making. Accordingly, WOOD&Co or their affiliates, principals or employees (other than the authoring analyst(s) who prepared
this investment research) may at any time have a long or short position in any such designated investments, related designated investments or in options,
futures or other derivative instruments based thereon.

WOOD&Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by
the relevant employees and Chinese Walls as monitored by Compliance. For further details, please see our website at https://www.wood.cz/mifid-
information/.

The information contained in this investment research has been compiled by WOOD&Co from sources believed to be reliable, but (with the exception of the
information about WOOD&Co) no representation or warranty, express or implied, is made by WOOD&Co, its affiliates or any other person as to its fairness,
accuracy, completeness or correctness. WOOD&Co has not independently verified the facts, assumptions, and estimates contained herein. All estimates,
opinions and other information contained in this investment research constitute WOOD&Co’ judgement as of the date of this investment research, are subject
to change without notice and are provided in good faith but without legal responsibility or liability.

WOOD&Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this investment research. WOOD&Co’s affiliates, proprietary trading
desk and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this investment
research.

This investment research is provided for information purposes only and does not constitute or form part of an offer or invitation or solicitation to engage in
investment activity or to buy or sell any designated investments discussed herein in any jurisdiction. As a result, the designated investments discussed in this
investment research may not be eligible for offer or sale in some jurisdictions. This investment research is not, and under no circumstances should be
construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the
business of a securities broker or dealer in that jurisdiction.

This investment research does not have regard to the investment objectives, financial situation or particular needs of any particular person. Investors should
consider this report as only a single factor in making their investment decision and obtain advice based on their own individual circumstances before making
an investment decision. To the fullest extent permitted by law, none of WOOD&Co, its affiliates or any other person accepts any liability whatsoever for any
direct or consequential loss arising from or in connection with the use of this investment research.

For United Kingdom or EU Residents:

This investment research is for persons who are eligible counterparties or professional clients within the meaning of Directive 2014/65/EU of the European
Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU and is
exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or any analogous legislation) on the communication of
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described
in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended).

For United States Residents:

This investment research distributed in the United States by WOOD&Co, and in certain instances by Brasil Plural Securities LLC (“Brasil Plural”), a U.S.
registered broker dealer, only to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of
1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (“SEC”). This investment research is not intended for
use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research and are not a major U.S. institutional
investor, you are instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to WOOD&Co or to Brasil Plural.
Analyst(s) preparing this report are employees of WOOD&Co who are resident outside the United States and are not associated persons or employees of
any U.S. registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (“FINRA”) or to
Regulation AC adopted by SEC which, among other things, restrict communications with a subject company, public appearances and personal trading in
securities by a research analyst. Any major U.S. Institutional investor wishing to effect transactions in any securities referred to herein or options thereon
should do so by contacting a representative of Brasil Plural. Brasil Plural is a broker-dealer registered with the SEC and a member of FINRA and the Securities
Investor Protection Corporation. Its address is 545 Madison Avenue, 8th Floor, New York, NY 10022 and its telephone number is 212-388-5613. WOOD&Co
is not affiliated with Brasil Plural or any other U.S. registered broker-dealer.
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The views and sentiments expressed in this investment research and any findings thereof accurately reflect the analyst’s truthful views about the subject
securities and or issuers discussed herein.
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