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Suur-Patarei 20 (2019)

1. Approval of the annual report of the year 2017 and overview of the 

economic results and outlook

2. Decision on distribution of profits

3. Appointment of auditor for financial years of 2018-2020

Agenda
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1. Approval of the annual report of the year 2017 and 

overview of the economic results and outlook

Paepargi residential area
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Estonia
• Buildings, facilities, electrical and 

road construction, concrete works

• Real estate development

• Among Top 3 in its business areas

Lithuania
• Building construction

• Real estate development

• Among Top 5 in general contracting 

of buildings

Latvia
• Buildings, facilities, electrical 

construction

• Real estate development

• Among Top 3 in general contracting 

of buildings

Norway
• Renovation works and building 

construction

Group’s Markets and Business Areas 2017
Regional general contracting and real estate developing company
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• Revenue growth in line with strategy adopted 2 years ago

2017 revenue increased in all home markets
From revenue, 60% from Estonia and 40% from other markets
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❑ All markets in profit, largest share from

Estonia

❑ Compared to 2016, group’s profit increased

in all markets

❑ One-off sales supported increase in profit 

significantly. Profitability of core business 

lower

❑ Real estate development gave the largest

part of profit

❑ Overall profitability of building for clients 

in unsatisfactory. Increase in construction 

prices faster than increase in contract 

prices. Main contractors are between a 

rock and a hard place

❑ Financial capability remained strong

❑ 2017 return on equity 12%

2017 profitability improved...
...but risk/benefit ratio unbalanced in building for clients
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• Construction and real estate market has considerably changed in 10 years

2017 revenue and profit in 10 years’ context
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EUR 335m of new construction contracts
Secured order book EUR 344m
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2017 LARGEST CONTRACTS

in million euros

Multifunctional centre Akropole 

in Riga
Construction contract

100

Multifunctional Z-Towers

complex completion works in 

Riga
Construction contract

36

Extension works of Alfa 

Shopping Centre in Riga
Construction contract

34

Öpiku maja second office 

building in Tallinn
Design and construction contract

16

Staapli 3 apartment building in 

Tallinn
Design and construction contract

15

Residential complex in Šaltiniu

Namai quarter in Vilnius 
Design and construction contract
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• Rapid growth of new contracts in Latvia

• Public sector share in secured order book 14%

• Volume of road and civil engineering contracts in 

Estonia were below expectations
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Secured order book

New contracts signed
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Barracks of Tapa military base (Estonia)

Narbuto 5 office building (Vilnius)Telecom office building (Tallinn)

Juuliku road junction at Tallinn roundabout

Examples of projects completed in 2017



In 2018, there are many large projects ongoing
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Extension of Alfa shopping centre (34m, 2019)T1 shopping centre (70m, 2018)

Akropole multifunctional centre in Riga (100m, 2019) “Öpiku maja” second office building (16m, 2018)

Z-Towers multifunctional centre (44m, 2018)
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❑ Ca 400 new apartments sold

❑ Construction of nearly 500 new apartments 

was launched and EUR 48m was invested in 

development projects

❑ Processing of building permits and plans 

slower than expected

❑ EUR 9m invested in new land plots in 

Estonian and Latvia. Volumes of building 

rights increased

❑ As at 31.12.2017, approx. EUR 64m worth of 

land plots on balance sheet

Apartment development – group’s central business line
In 2017, nearly 500 new apartments launched
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12Suur-Patarei 20, Tallinn: 31 apartments (2019)

Noblessner Home Port
Tallinn: 220 apartments (2018)

Rinktines Urban stage 1
Vilnius: 1120 apartments (2018) 

Tähepargi stage 1, Tartu: 26 apartments (2019) 

Basteja Life
Vilnius: 77 apartments (2019) 

Residential development projects in construction



How do we see the construction market?
Construction market to remain rather active.

Last year’s trends to continue. Reallocation of risks in construction value chain.
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❑ Economic growth 

forecast ca 3-4%

❑ Stabilisation of 

residential 

construction

❑ Stabilisation of 

commercial real 

estate

❑ Tenders for road and 

other facilities

❑ Increase in 

construction prices

❑ Limitations to sub-

contracting 

capabilities

❑ Nearly zero energy 

requirements 

2019-2020
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How do we see the residential real estate market?
Towards stabilisation

14

❑ Overall sentiment of real estate 

market is good

❑ Salaries and prices of apartments 

grown at similar pace

❑ In Tallinn and Vilnius, stabilisation of 

demand, the phase of rapid increase in 

prices is ending

❑ Transfer of increase in construction 

prices to sales prices? Limits to 

purchase power?

❑ Good quality and integral residential 

environment with affordable price

❑ Still large potential in Riga’s real 

estate market, but growth is slow

❑ Nearly zero energy requirements 
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Merko Ehitus 2018 Strategic Directions
Focus on construction activity profitability and apartment development

Construction for client:

❑ Managing risks of large objects

❑ Preferred partner for private customers who value reliability 

and quality

❑ Clearer focus on construction tenders, efficiency of bidding 

resources

❑ Internal efficiency and cost savings, incl. with the help of 

technology. Expanding the usage area of building information 

modeling (BIM).

❑ Flexibility also to construct smaller objects

❑ Construction tenders for infrastructure facilities

Development of residential real estate:

❑ Selling the best apartments of their price range: to cover 

different segments. Product development, based on pricing

❑ Focus on the capitals of the Baltic states

❑ Integral development concept for large development areas

❑ Goal for 2018 to launch 650-700 new apartments and invest 

nearly EUR 60m, depending on receiving building permits

To retain liquidity:

❑ increase in construction volumes, investment capability



Thank you!
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Telecom office building

2. Decision on distribution of profits
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3. Appointment of auditor for financial years of 2018-2020

Z-Towers (Riga)
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Disclaimer

➢ This presentation has been prepared by AS Merko Ehitus (the Company) solely for your use and benefit for information purposes only. By accessing,

downloading, reading or otherwise making available to yourself any content of the presentation, in whole or in part, you hereby agree to be bound

by the following limitations and accept the terms and conditions as set out below.

➢ You are only authorized to view, print and retain a copy of the presentation solely for your own use. No information contained in the presentation

may be copied, photocopied, duplicated, reproduced, passed on, redistributed, published, exhibited or the contents otherwise divulged, released or

disseminated, directly or indirectly, in whole or in part, in any form by any means and for any purpose to any other person than your directors,

officers, employees or those persons retained to advise you, who agree to be bound by the limitations set out herein.

➢ The presentation does not constitute or form part of, and should not be construed as, an offer, solicitation or invitation to subscribe for, underwrite

or otherwise acquire, any securities of the Company or any member of its group nor should it or any part of it form the basis of, or be relied on in

connection with, any contract to purchase or subscribe for any securities of the Company or any member of its group, nor shall it or any part of it

form the basis of or be relied on in connection with any contract or commitment whatsoever. Any person considering the purchase of any securities

of the Company must inform himself or herself independently before taking any investment decision. The presentation has been provided to you

solely for your information and background and is subject to amendment. Further, the information in this presentation has been compiled based on

information from a number of sources and reflects prevailing conditions as of its date, which are subject to change.

➢ The information contained in this presentation has not been independently verified. The information in this presentation is subject to verification,

completion and change without notice and the Company is not under any obligation to update or keep current the information contained herein.

Accordingly, no representation or warranty, express or implied, is made or given by or on behalf of the Company or any of its respective members,

directors, officers or employees or any other person as to the accuracy, completeness or fairness of the information or opinions contained in this

presentation, and any reliance you place on such information or opinions will be at your sole risk. Neither the Company nor any of its respective

members, directors, officers or employees nor any other person accepts any liability whatsoever for any loss howsoever arising from any use of this

presentation or its contents or otherwise arising in connection therewith.

➢ This presentation includes "forward-looking statements," which include all statements other than statements of historical facts, including, without

limitation, any statements preceded by, followed by or that include the words "targets," "believes," "expects," "aims," "intends," "will," "may,"

"anticipates," "would,“ “plans," "could" or similar expressions or the negative thereof. Such forward-looking statements involve known and unknown

risks, uncertainties and other important factors beyond the Company’s control that could cause the actual results, performance or achievements of

the Company to be materially different from future results, performance or achievements expressed or implied by such forward-looking

statements. Such forward-looking statements are based on numerous assumptions regarding the Company’s present and future business

strategies and the environment in which the Company will operate in the future. By their nature, forward-looking statements involve risks and

uncertainties because they relate to events and depend on circumstances that may or may not occur in the future. Accordingly, any reliance you

place on such forward-looking statements will be at your sole risk. These forward-looking statements speak only as at the date as of which they are

made, and neither the Company or any of its respective agents, employees or advisors intends or has any duty or obligation to supplement, amend,

update or revise any of the forward-looking statements contained herein to reflect any change in the Company. Past performance of the Company

cannot be relied on as a guide to future performance. No statement in this presentation is intended to be a profit forecast.


