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BRIEF OVERVIEW OF EH5ROUP

Merko Ehitus is active in offering general contracting services in the field of construction and in residential real estate
development and on providing complete solutions in professional construction and real estate development in its home markets
Estonia, Latvia and Lithuania. In Q1 2016, the groupentered the Norwegian market as well through acquisition of a stake in a local
construction company . Long-term experience in various countries, a wide scope of cons truction services, flexibility, reliability and
meeting the deadlines and primarily quality have helped group companies to achieve a strong position in the Baltic ~ construction
market. Depending on the requirements of the contracting entities, the group com panies perform both large scale, complicated
and innovative projects as well as small -scale construction works, with a focus on general contracting and project management.
Merko Ehitus is among the leading residential construction companies in the Baltic ~ states.

Holding company AS Merko Ehitus is responsible for the development and implementation of the strategies of various group
companies primarily through allocation and long -term planning of resources , as well as coordinatin partner relations . The shares
of Merko have been listed on the NASDAQTallinn Stock Exchange since 1997. The group employs 826 people.

The group comprises construction and property development companies providing complete construction solutions in Estonia,

Latvia, Lithuania and Norway, among which the groupKs | argest construction sector
SIA Merks (100%), UAB Merko Statyba (100%)and the companies belonging to the AS Merko Ehitus Eesti group: Tallinna Teede AS

(100%) and AS Merko Infra (100%).

Merko Ehitus is the company with the highest owners' equity in the Estonian construction sector and is able to finance projec  ts by
itself in long -term. We are conservative in involving debt capital . We ensure that we would have sufficient nece ssary resources for
continuously investing in attractive projects.

Merko Ehitus Eesti group is the market leader of the Estonian construction sector with  approximately 4% of the total volume of
the Estonian construction market as of the end of 2015. In Lavia, Lithuania and Norway, Merko Ehitus operates through its
subsidiaries SIA Merks, UAB Merko Statybaand Per i t us Ent foeuging setestively dnSprojects where the competitive
advantage is perceivable as compared to other market players.

International quality, environmental protection and occupational safety certificates ISO 9001, ISO 14001 and OHSAS 18001 have
been assigned to the groupKs |l arger construction companies

IN JUNE, THE FIRST HILTON HOTEL IN THE BALTICS WAS OPENED. HTIALONN PARK HAS A TOTAL OF 202 ROOMS.
CONFERENCE CENTRE WITH 10 MEETING ROOMS, ONE OF TALLINN'S BIGGEST BANQUET HALLS, A SPA WITH AN INC
AND A RESTAURANT WITH TERRACE.GENERALCONTRACTORS MERKO EHITUS EESWMAS RESPONSIBLEOR THE DESIGN
CONSTRUCTION AND FURNISHING OF THE HOTEL AND ENTERTAINMENT COMPLEX
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VISION

QOur vision is reliable solutions and quality performance for your ideas

VALUES

RESPONSIBILITY We decide based on business thinking, awareness and ethical beliefs. We offer enduring and
environmentally friendly solutions.
KEEPING PROMISES We give realistic promises to the shareholders, contracting entities, cooperation partners,

employees and we keep our promises. Good solutions are born in cooperation, the keeping of one's
promises is mutual.

COMPETENCE We value quality and professionalism. We constantly develop our professional knowledge and
skills .

INITIATIVE We manage processes and we are result -oriented. We accept the challenges which presume more.

CREATIVITY We are open, innovative and creative in working out and implementing the solutions. We have a will

to carry out forward -looking ideas.

STRATEGY

The business strategy of AS Merko Ehitus subsidiaries is focussed on improving profitability and enhancing the  efficiency of the
cost base, offering general contracting services in the field of construction of buildings and infrastructure facilities and developing
residential real estate in its main home markets Estonia, Latvia, Lithuania and Norway . AS Merko Ehitus aims to be a preferred
partner to its clients for construction works.

LONG TERM FINANCIAL OBJEG/ES UNTI2018

The Management Board and Supervisory Board have approved the company's strategic development directions and long -term
financial o bjectives for the period 2013 to 2018, which are:

Considering the weak growth prospects of the Baltic construction and real estate market in the coming few years, the low interest
rate environment, as well as the company's high equity base, the strategy and financial objectives are focused towards improv  ing
return on invested capital and on increasing the efficiency of the balance sheet.

FULFILLMENT OF LONGERM FINANCIAL OBJEG®VES 20132015

2015 2014 2013 AVERAGE
Return on equity, ROE (on yearly basis) 8.0% 10.1% 8.8% 9.0%
Dividend rate 90% 58% 70% 73%
Equity ratio 31.12 59.5% 51.0% 50.9% 53.8%



AS MERKO EHITUSONSOLIDATED INTERIM REPORT ."

MANAGEMENT REPORT

COMMENTARYOF THE CHAIRMAN OFHE MANAGEMENT BOARD

In Q2 of 2016, Merko Ehitus posted revenue of EUR 58.7 million, EBIDTA of EUR 3.4 million and profit before taxes of EUR 2.4nillion.

Gross profit margin increasedt o 9% in the second quarter andorderhbeok teached EBRs279c onst r u
million. The Baltic construction market g in a slump with regard to new buildings and infrastructure construction contracts g

continues to be supported by residential construction, and Merko is on track with its investment plan in the apartment

development sector. In the 6 months of 2016, the company sold close to 160 apartments and launched the construction of 280 new

flats.

The groupKs msatishied witm the imprdvesd profitability g the second quarter gross profit margin of 9% outperforms
the expectations to some degree and is better than it was a year ago. Considering the general depressed state of construction
contracts on the market, the management also appreciates the volume of new contracts signed in the second quarter and the level
of the secured order book . According to the management t he integration of the Norwegian company acquired in the first quarter
has also gone according to plan.

The sales revenue in the first half -year has been kept back by the slower than planned launch of construction work on several
projects due to customer -side changes either related to the project design solutions or the completion timetable. The ratio of new
contracts to sales revenue was also lower than expected as a result of the sluggish Baltic construction market in regard to
buildings and infrastructure contracted for by the state g a trend that has lasted a couple of years now. The drop in the share of
sales revenue from construction services in Latvia and Lithuania was as expected, as several large projects were completed la st
year in Latvia and the work volumes are lower this year. The construction market is largely  supported by residential construc tion,
yet the group companies are actively continuing to tender for contracts on all markets in which  the group operates, including road
construction and other infrastructure project procurements in Estonia

The gr QurpvEmnsie was EUR 58.7 million, EBITDA was EUR 3.4
million, profit before taxes was EUR 2.4 and net profit was EUR 1.7
million. The respective figures for 6 months of 2016 were: revenue of
EUR 105.6million, EBITDA of EUR 4.6 million, profit before taxes of EUR
2.7 and net profit of EUR 1.8 million. The 6 months net profit was
impacted by income tax expenses amounting to EUR 0.9 million,
including EUR 0.6 million additional income tax expense on dividends in
the second quarter.

The development of the apartment market in the Baltic capital cities was in line with expectations in the second quarter, sup ply

has increased and the price level has stabilis e d . The | aunch of pmer grojegts and salE sf aghemertd has
conformed to plans and the group will continue fulfilling i t if/estment plan. This year, Merko has launched construction of more
than280 new apartments, including 100 ap aurhoadam 66sapartments ih the filstgphasei n n Ks Pa

of Noblessner Homeport development and, in Riga, 137 flats in the Skanstes Parks development. In the six months of 2016, Merko
sold 159 apartments for a total price of EUR 17.4 million (without VAT), including 58 apartments and EUR 6.0 million (without VAT)
in Q2

I'n Q2 of 2016, the groupKs companies entered into new constructio
included the Juuliku traffic junction and the Viru infantry battalion equipmen t depot; in Lithuania, the expansion of the Radisson Blu

Hotel Lietuva; and a warehouse complex in Riga, Latvia. As at 30 June 2016, the group had asecured order book of EUR 279 million.

Major projects in progress for Merko in Q2 in Estonia included the H ilton Tallinn Park in Tallinn, opened in early June, Maakri
Quarter, an office building at Must amae tee 3, t h e TefnisiCintre, théa j a o f f |
Bauhaus DIY store in Rocca al Mare and the tram line that will ser ve the airport. In Latvia, the largest projects in progress were the

kindergarten and school complex in Pinki near Riga and phase Il of the passenger terminal at Riga Airport ; in Lithuania, the

Kauno/ Algirdo residential complex with office space and the Na rbuto 5 office building were ongoing.
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OVERVIEW OF THEMONTHSAND Il QUARTERRESULTS

GROUP NET PROFIT

inmillions euros

GROUP REVENUE

in million euros

Q22015 Q32015 Q42015 Q12016 Q22016 Q22015 Q32015 Q42015 Q12016 Q22016

Net profit Revenue
—&— Net profit % —&— 9% change compared to previous year

PROFITABILITY

Q2 2016profitability improved and the gross margin increased to 9.3% (comparable figure in Q2 2015: 7.6%) . Q2 net profit was EUR
1.7million (Q2 2015: EURL6 million) and net profit margin increased to 2.9% (Q2 2015: 2.3%). Q2 net profit was influenced by
additional income tax expense on dividends in the amount of EUR 0.6 million (Q2 2015: EUR 0.9 million)Profit before tax in 6M 2016
was EUR2.7 million (6M 2015: EUR3.6 million), which is equivalent to a pro fit before tax margin of 2.6% (6M 2015: 3.1%). Gross
margin in 6M was 8.0% (6M 2015: 7.7%), which has increased by 4.6% compared to the same period last year. Q2 2016 profit before
tax was EUR 2.4 million (Q2 2015: EUR 2.7 million).Net margin in 6 M 2016 decreased to 1.%6 (6M 2015: 2.1%) and net profit was EUR
1.8million (6M 2015: EUR2.4 million), having decreased by 24.6% compared to the same period last year.

REVENUE

Revenue in 6M 2016 was EUR105.6 million (6M 2015: EUR1162 million), which has decreased by 9.2% compared to last year. Q2
revenue was EUR 58.7 million (Q2 2015: EUR 70.6 million)The share of revenue earned outside Estonia has expectedly decreased in
6M 2016 to 32% (6M 2015: 38%) in connection with the slump in orders on the Latvian and Lithuanian construction market  and the
share of revenue earned in Estonia has accordingly increased to 6 8% (3M 2015:62%). The number of apartments (159 units) sold in
6 months of 2016 has decreased by 5.4% and the revenue from apartment sales (EUR Z.4 million) by 45.2% (6 months of 2015: 168
units, revenues of EUR3L17 million) .

CASH POSITION

At the end of the repo rting period, the group had EUR 21.7million in cash and cash equivalents and equity EUR 118.5million ( 54.8%
of total assets). Comparable figures as at 3 0 June 2015 were accordingly EUR 24.4 million and EUR 122.2 million ( 54.3% of total
assets). As at 30 June 2016 the grou p had net debt of EUR 13.3million (3 0 June2015: EUR10.7 million).

SECURED ORDER BOOK

Asat30June2 016, the groupKs halgrownroeEUR2Y9.4dnmllion (8 @ Jurle 2015: EUR217.2 million). In 6M 2016,
group companies signed new contracts i n the amount of EUR 109.0 million (6M 2015 EUR1213 million). Q2 2016 new contracts
signed in amount of EUR 86.6 million ( Q22015: EUR98.9 million).

2006 oois  VARANCE 3 Do VARINCE o
Revenue million EUR 1056 116.2 -9.2% 58.7 70.6 -168% 251.0
Gross profit million EUR 8.5 8.9 -4.9% 54 54 +11% 23.0
Gross profit margin % 8.0 7.7 +4.6% 9.3 76 +215% 9.1
EBITDA million EUR 4.6 5.6 -179% 34 3.7 -8.3% 155
EBITDA margin % 4.3 4.8 -9.6% 58 52 +102% 6.2
Profit before tax million EUR 27 3.6 -23.3% 24 27 -110% 11.7
PBT margin % 26 3.1 -156% 41 3.9 +7.0% 4.7
Net profit (parent) million EUR 18 2.4 -24.6% 17 16 +6.4% 10.0
Net profit margin % 17 2.1 -170% 29 23 +27.9% 4.0
EPS EUR 0.10 0.14 -24.6% 0.09 0.09 +6.4% 0.56
30.06.2016 30.06.2015 VARIANCE 31.12.2015
ROE (on yearly basis) % 7.7 8.4 -8.7% 8.0
Equity ratio % 54.8 54.3 +0.9% 59.5
Secured order book million EUR 2794 2172 +28.7% 246.9
Total assets million EUR 2164 2252 -3.9% 2111
Number of employees people 826 825 +0.1% 791

Ratio definitions are provided on page 37 of the report .
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THE MAIN FACTORS INBENCINGTHE CONSTRUCTION MKET
IN THE6 MONTHS OR2016

CONSTRUCTION SERVEE

In 2016, we see that in the Baltics, volumes of construction orders will continue to be at a low, while the housing construction
market is set to remain relatively active , which will keep the construction market as a whole at the level of last year. In 2015 the
growth of the volume of construction orders of general contractors  stabilised in the Baltic States. As indicated in the reports of
previous periods, this can mainly be attributed to the decrease in EU -funded public procurements, especially with regard to civil
engineering work. The outlook on the construction market has also been impacted by the overall slump in investor confidence, a
large number of completed projects or construction -in-progress (e.g. office buildings and also retail premises), as well as the
often insufficient equity. On the other hand the construction market volume as a whole has been supported by a relatively more
active residential construction, especially in Tallinn and Vilnius, which partly offsets the decline in public investment in
infrastrtuct ur e, but doesnKt mean significantly more work for general co
with their potential customers. From the point of view of the development of the construction sector in the near term, it is
paramount t o start preparing for construction projects being financed as part of the EU financial framework period and the call for
tenders by the government , and the continuing of private capital investments in the field of manufacturing, logistics and other
commercial real estate . The current EU budgetary period measures, through which funds will be allocated , are opening gradually g
expectations that procurements will become more active in  the first half of 2016 did not materialise. As new projects require
thorough preparation, we estimate that the number of new public procurements will start gradually growing from the end of 2016.
We therefore forecast EU -funded public work projects to be carried out from 2017 onwards .

Due to the decrease of public sector orders i t is a group priority for all three Baltic countries to cooperate with private customers,

to whom we wish to offer comprehensive design and construction services, quality and optimal construction solutions, effectiv e
construction process and certainty rega rding timely completion of projects. The total number of projects launched and planned by
private sector clients has grown somewhat in 2015, yet we do not anticipate continued growth but rather a stabilisation in th e
volume of private orders. Therefore it is important in all three Baltic countries for the state to resume its orders at a greater
volume as soon as possible so as to avoid huge fluctuations on the construction market.

IR 0

) 1 allell

HILTON TALLINN PARK HOTHES DESIGNED BXRCHITECTMEELIS PRESSND THEINTERIOR DESIGN SOLUTIONS ARE CREA
BYVERTTI KIVI.
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An overall decrease in construction volumes and a tightening price competition has put pressure on the general contractorste ~ nder
pricing and forced to take bigger risks. Merko Ehitus has historicall y been a valued partner in the private sector market and a
number of large new contracts with private customers have been concluded in 2015, especially in Estonia , which is why the
proportion of Estonian constructi on isexpeuteddceincreasa ine attia, thenvolumbd ef gr ou p K
contracts entered into in 2015 was lower than the volumes in the last few years; this  influences the g r o ugal&ssrevenue from
Latvian market in 2016. We have observed that the price competition in the ten ders has tightened even more which has led to

increased risks for both, the general contractors as the ffetsst omer s.
anticipating that the input prices will decrease, however which may not materi  alise. As a result from the above the direct and
indirect risks have increased for the customers that are sometimes not perceived in the light of the favourable prices. Risks like

receiving a building that doesnKt nabdificultiestard prejecpceroptetion delays disputesso nt r act o
between the parties arising from possible changes to the project and additional works etc. are all such potential risks which

existence must be acknowledged. At the same time, we see that the savvier private sector clients on the market are increasingly

opting to sign design -build contracts instead of mere construction contracts, as the end result a building that meets the

expectations is more likely with a professional partner who is responsible for t he whole.

In 2015 the average profitability of new contracts signed by gener
level depending on price competition and the increase of input prices and the continuation of the same trend is also visible in 2016.

Competition between general contractors within the Baltic construction market will continue to be tough and bidding for

construction tenders will be aggressive. This will provide a competitive edg e to construction companies in the market that are

efficient and have flexible cost base. Since customers remain focused on the lowest construction cost, often also at the expe  nse of

quality, it is still difficult to stand out in the competition with other general contractors, especially with regard to simpler and

smaller construction projects; also the risks related to bids submitted below the actual cost price continue to be present .

Considering the customers demand with regard to guarantees and lengthy payment terms, the stress on construction companies'
working capital continues to be high and capability for cash flow management is required to remain competitive. Merko compani  es
use the group's strong financial position as a competitive advantage in neg otiations over price and payment terms.

Taking into account the relatively weak outlook for growth in the construction market, we do not foresee major changes in the

level of construction input prices, despite some wage pressure. Input prices may come un der temporary pressure in a situation

where multiple major construction sites are in progress simultaneously. This could result in a rise in prices of certain inpu  ts (such

as concrete el ements). Al so the | evel avefremsired relatvely stabke dwgisgkhe st n st r uct i
year. Although one could assume that input prices decline due to the weakness in the construction market, as a result of the

general price inflation and trends in the labour market, this is not to be expected. Depending on what the Scandinavian economic

growth outcome is, in particular the development of construction sector, the corresponding effect could consequently influenc e

the | abour <costs. Subcontractor sK pr i c ¢edrdpéngeneral bontmctofs prices,wbith seen a
means that general contractors margins are particularly under pressure g customers are exerting strong pressure for a price

decrease in connection with the lower overall volumes on the construction market. Non etheless, sudden fluctuations in input

prices cannot be ruled out against the backdrop of global economic events.

The level of indicators of confidence in the construction industry continues to be unfavourable in all three Baltic states, b ut is
neverthel ess moderately favo urable than at the end of the first quarter 2016 due to the construction high season. On a larger
scale, confidence is kept negative by the lack of demand g caused in turn by the expectation of reduced EU funds available for
future const ruction market investments, which will have a major impact on infrastructure construction. At the same time some
positive influence on sector confidence comes from construction of buildings, where today construction companies have present ly
more work ahead .

Compared to the same period last year , confidence in the CONSTRUCTION CONFIDENCE INDICATOR
construction sector in the Baltic countries in June2016fell in difference between percentages of pos. and neq. responses
Latvia (down 13.6 points from -9.1points to -22.7 points) and
in Lithuania (down 4.0 points from -13.4 points to -174
points) . In June 2016, the Estonian level of construction 15
confidence indicators was -0.1 points (June 2015: -14.9
points), being the only on in the Baltic countries to have risen
(by 14.8 points) in the year. The drop in confidence level in

25
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5 30.06.2012 30.06.20 0.06:2014 30.06.2015 OE,ZO‘IE:
the construction sector in Latvia and Lithuania compared to i
the same period last year mainly shows that in spite of the 15 g
ongoing construction season, construction contractors in \ e

. L ) . 227
those countries are not as optimistic as their Estonian 25

counterparts about market developments and access to EU Latvia
. . . . Ithuania
funding nor have the private customers in Latvia and Source: European Conmission Directorate - General for Economic
Lithuania been as successful as in Estonia in filling the hole and Financial Affairs
caused by fewer government contracts.

Estonia
Latvia

The construction price index continued to fall in 6 months of 2016 with respect to the average of the same period last year both in
Estonia (-10%) and Latvia (-10%), while in Lithuania the construction price index turned to growth (+1. 5%). Of the construction
price components, the workforce component continued rising in all Baltic states, with Estonian and Latvian figures being
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somewhat higher than Lithuanian. Construction material price componen ts dropped in all Baltic states, while construction
machinery price components moved in different directions, decreasing in Estonia, staying the same in  Lithuania and rising in Latvia.
6M CHANGE IN CONSTRUCTION PRICE INDEX QUARTERLY CHANGE IN CONSTRUCTION PRICE INDEX
percentages percentages
8 8
Ny N
4 4
2 2
15
1.0
0 0
-10 -08
2 I -2 13
6M 2012 6/M 2013 6M 2014 6M 2015 6M 2016 Q22012 Q22013 Q22014 Q22015 Q22016
Estonia Estonia
Latvia Latvia
Lithuania Lithuania
Source: Local national statistical offices
6 MONTHS 2016 I QUARTER 2086
Estonia Latvia Lithuania Estonia Latvia Lithuania
Construction price index annual change -10% -10% +15% -13% -0.8% +10%
Labour force +2.0% +5.3% +4.9% +2.1% +4.7% +3.3%
Construction machines -17% +0.8% +0.1% -18% +11% +0.0%
Building materials -2.5% -4.1% -0.7% -3.0% -3.7% -0.6%
Source: Local national statistical offices.
As one of the largest general contractors, AS Merko Ehitus Eesti, subsidiary of AS Merko Ehitus, is well positioned in the Es tonian
construction market and is capable of competing in all activity segments, although there are many general contractors in general
construction market segment and there is a tight price competition, often at the expense of quality and contractual risks. In Latvia,
SIA Merks, a sulsidiary of AS Merko Ehitus, belongs to among the leading general contractors. In Lithuania, UAB Merko Statyba, a
subsidiary of AS Merko Ehitus, has focused its construction activities mainly on apartment development and building (general
construction) segm ent that continue to experience tough competition in tenders. In the Lithuanian market, the position of general
contractors is also impacted by the activities of the so -called advisers that represent contracting authorities and complicate the
possibilities of general contractors to win construction contracts. Considering the volume of agreements concluded in Lithuania,
we hope to increase our revenues and market share.
APARTMENT DEVELOPMEN
In Tallinn and Vilnius, the situation in the apartment market has continued to stabilis e. In Riga the apartment market continues to
be relatively less active. We do not forecast a steep change in prices in the next 6 -12 months in the capitals of Baltic countries . The
increased supply of apartments has been expressed above al |l i n forcdlsdownts t andka certaiis amount of lengthening
of sales periods in some projects. I'n VilniusKs bedroom communitie:

we are expecting a lengthening of sales periods t here. Still, we anticipate that despite the active supply on the apartment housing
market, demand will stay strong for the high -quality apartments developed by the Merko Group, in all three capitals of the Baltic
states, and also in Tartu.

In the environment of increased supply and greater general awareness apartment buyers are even more focused on reliability
(experience and reputation of the developer and contractor), construction quality (  incl. floor plans, energy efficiency, sound
insulation) a nd make their buying decisions based on infrastructure of the area (parking, services, logistics). In addition, the
customers are focusing more on the living environment of a neighbourhood as a whole.

Good availability of bank loans due to the strong cap italisation of banks and loans -to-deposits ratios is also continuously
supported by a low Euribor level, at the same time customers in Latvia are less inclined to take loans than in Estonia and Li thuania.
Apartment market demand is also positively supporte d in addition to above by the lack of alternative investment opportunities, an
increase in incomes and a general improvement of the level of consumer confidence. Although the availability of loans has
increased, the proportion of borrowings in buying real estate or construction is substantially lower than in the boom years, which
means that more investments are made on equity.
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CONSUMER CONFIDENCE INDICATOR NEW AND ALL (dotted line) DWELLINGS QUARTERLY HOUSE PRICE INDEX
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Source: European Conmission Directorate - General for Economic and Financial Affairs / Eurostat .

Apartment developers are continuingly starting new development projects in all three Baltic capitals (though relatively less in
Riga), which has increased the supply of new apartments. The increase in risks for some developers who may not make good on
their business plans could qu ietly begin to create expectations on the market for lower prices. The apartment prices of new
dwellings, mainly in Estonia but also in Lithuania, have stabilised, which is reflected by the corresponding price index curves for
new dwellings in the respecti ve countries (see previous graph). Yet we cannot state this in regard to the apartments supplied by
Merko. It is also important to emphasis e that the volatility in prices of new developments in the Baltics has been somewhat
greater and often fluctuated in opposite directions than the change in prices on the apartment market in general , as the change in
the price of apartments depends directly on the time at which individual development projects were completed and delivered to
customers as well as on the ir price level.

The larger developers often finance the construction on new projects from their own funds and pre - payments made by customers.
As in the current market situation the banks continue to be reluctant to finance residential development projects of smaller
developers without a proven track record or require a large number of preliminary sales contracts (  30-50% of total project
volume) and a higher own equity contribution, which increases the confidence that there will be no major fluctuations in the
market. The trend also gives the Merko group, being a real estate developer with a long history and extensive references, a
competitive edge in launching new development projects to market.

As indicated in the reports of previous periods , a new trend that has become popular in Estonia is raising capital through
crowdfunding. This is because there are few alternative investment alternatives and the yields on crowdfunded projects are
relatively aggressive. This funding scheme is novel and it is possible that investors who join it do not have enough experience to
assess risks related to the development projects, which is also reflected by the fact that to this point the funded projects have
been filled up very rapidly. To sum up, this means of funding has give n smaller developers better opportunities for entering the
market, and launching such new projects has an impact on the market above all through increasing supply, which in turn impact s
the general price level and expectations on the market.

The Latvian apartment market continues to be less active. In the recent years the Latvian apartment market has been supported by
foreign investors who invest in real estate with the objective of acquiring a residence permit for the European Union. At the same
time, legislative amendments passed in Latvia in 2014 regarding the procedure for issuing residence permits made it harder for
non-residents to gain residency through acquiring real estate - the cost of real estate in order to obtain a residence permit rose to
EUR 250 thousand. As seen today, the effect of the change is that non -resident homebuyers have disappeared from Latvian real
estate market, which has a particular impact on the high -end segment real estate and particularly in Jurmala. Furthermore, the
Latvian real estate market is influenced more than those of the other Baltic states by the economic downturn in Russia and the
weaker rouble, as to this point a majority of the people buying real estate for the purpose of gaining an EU residence permit  are
from Russia. In the Latvian capital Riga, Merko continues to focus on local homebuyers in the medium -priced segment.

Vilnius has seen rapid growth in the supply of apartments above all in the cheaper price segments where there is a certainam  ount
of oversuppl y, which has already led to longer sales periods. On this backdrop, the bedroom community market has developed a
new trend: apartments built by some developers have started to be leased out long -term, up to three years, with the obligation of
later purchas e. In addition, the Lithuanian central bank has approved the new terms of housing loans issued by commercial banks
to individuals, which will make loans harder to access for buyers with lower purchasing power. Merko group is focusing on the
medium-range or more expensive segment located in the city centre of Vilnius.
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THE NOBLESSNER KODUSADAM DEVELOPMENT ENCOMPASSES A TOTAL OF FOUR APARTMENT BUILDINGS, WHICH '
208 APARTMENTS AND CLOSE TO 3,700 M2 OF OFFI CE ASVOREWR BAUNIT |
APARTMENT BUILDINGOCATEDAT STAAPLI 4 WILL BEEOMPLETED RIGHT ON THE SEAFRONT NEXT TO THE NOBLES
MARINA, ALONG WITH A 225PACE UNDERGROUND GARAGE CONNECTING THE ENTIRE RESIDENTIAL COMPLEX
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