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DR. KALLIWODA

RESEARCH GmbH

DM-KER Nyrt.

An evolving machinery dealer in Hungary.

m DM-KER is one of the leading distributors in the construction machinery
market in Hungary.

m 2019 marked as an important milestone in the development of DM-KER as
the company successfully went public. Its shares are listed on Hungarian
stock exchange on the BSE X-Tend market.

m InJuly 2020, DM-KER Plc. successfully acquired the ELITE Certificate.
This is a momentous event in the life of the company. ELITE Program
provides aid in external financing, offering the development of financial
culture and shaping the approach for leaders of participating companies.
By training the BSE-ELITE Program, company managers can acquire a
knowledge base and experience that can contribute to crisis-proof and solid
corporate construction

m Regarding the ownership structure of the company where more than 70%
of the shares belong to board and management, minority shareholders can
expect a long-term sustainable strategy and ownership-oriented
management.

m DM-KER has the average current ratio at 1.7 (2018 - 2020) which indicates
a sufficient level of liquidity. This also indicates the potential to invest and
grow in the future.

Key Figures

in '000 HUF 2018 2019 2020E 2021E 2022E

Net sales 8,054,701 10,068,133 9,848,313 11,098,848 13,663,375

EBITDA 671,036 617,329 662,262 755,949 942,294

EBIT 513,455 406,338 349,682 408,265 592,739

Net income 383,698 276,627 185,289 258,448 434,104

EPS N/A 2.19 1.47 2.05 3.44

BVPS N/A 19.26 22.48 23.48 25.29

RoE 28.26% 11.38% 6.53% 8.72% 13.59%

EBIT margin 6.37% 4.04% 3.55% 3.68% 4.34%

P/E N/A 34.79 51.94 37.23 22.17

P/BVPS N/A 3.96x 3.39x 3.25x 3.01x

EV/EBITDA 19.74x 23.34x 21.70x 20.23x 17.03x

Source: Dr. Kalliwoda Research GmbH € 2020 & DM-KER Nyrt.
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1 Company Profile

DM-KER is a Hungarian based company which was established in 2008. It’s business focuses on the sale
constructional and agricultural machines. Their products are almost distributed in the domestic market. In
addition to sales activity, the company also offers the repair and maintenance of machines sold service.
The company has headquarters in Szigetszentmiklos, and 3 other locations in Hungary in Vdmosszabadi,
Bataszék, and a new site in Tiszafired. DM-KER also has ad-hoc sale of new machines to Slovakian and
Romanian companies and are planning to expand its business to Slovakia.

DMKER 2019 marked as an important milestone in the development of DM-KER as the company

successfully went public. Its shares are listed on Hungarian stock exchange on the BSE

BET X-Tend market.

DM-KER’s mission is to provide the constructional, agricultural and industrial sectors

XTEN D with high-quality machines, equipments and services by its professionals support via the

nationwide service and representative network.

In the autumn of 2016, the international ELITE Program was launched in Hungary after the Budapest

Stock Exchange signed a cooperation agreement with
ELITE SpA, a subsidiary of the London Stock Exchange
Group. ELITE Program provides aid in external financing,

eLITE

offering the development of financial culture and shaping

the approach for leaders of participating companies. In EL,::::::J:EF:EQTE
July 2020, DM-KER Plc. successfully acquired the ELITE on iy et
CERTIFICATE. This is a momentous event in the life of N\ Rt ensam |
the company. By training the BSE-ELITE Program, @ ot S

company managers can acquire a knowledge base and

experience that can contribute to crisis-proof and solid

corporate construction. Source: dmker.hu/rolunk

DM-KER history

Year Events
2008 DM-KER was founded in April 2008 by 4 individuals who are not the members of the
Company.
2010 Ferenc Bator and S&ndor Megyeri became the owners of the Company.
2011 The Company bought its first size at Szigetszentmiklos. From 2011 DM-KER is the official
distributor of Bobcat and Doosan brands in Hungary. The annual revenue of DM-KER
exceeded HUF 1 billion.
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2014 The cooperation between DM-KER and Doosan Group was strengthened by a 5-year

distributor contract signed.

2019 DM-Ker successfully went public, its shares are traded on BET-Xtend. The Company

became the exclusive distributor of Bobcat and Doosan brands in Hungary.
Source: DM-KER

Products

There are three main activities of the company’s business namely selling and servicing of agricultural and

construction machinery, selling of spare parts, and rental machine service. Among those sectors, the sale

of machinery contributes the most to revenue of the I G

company which accounted for 88% of 2019 Sales. The

Sale of machinery

proportion of the sale of spare parts, maintenance and

5% » Sale of spare parts

machine rental is smaller but they are as the balancing / 49 _ -
o Maintenance
. . . . 3

function because they bring stable income during the 88% %

1% Machine rental
recession.

® Other

DM-KER sells both brand-new and used machine. The Source: DM-KER
constructional and agricultural machines accounted for 73% and 24% of the

products sold at DM-KER in 2019 respectively.

DM-KER is a partner and an exclusive distributor of products of Doosan and Bobcat in Hungary from
2019 to 2023. In 2019, the sales of Bobcat and Doosan products contribute to 53% and 29% of revenue
of the company respectively. Moreover, Doosan Group is also a leading supplier of DM-KER which
accounted for 62% of the products sold.

Revenue Development
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Revenue Development
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Source: Dr. Kalliwoda Research GmbH © 2020 and DM-KER

The revenue of DM-KER increased every year during the period 2010 — 2019. Nevertheless, it is expected
to experience a slight drop in 2020 due to the impact of the Covid-19. In 2021 and 2022 the revenue of
DM-KER is forecasted to rise again with the growth rate of 17% and 23% respectively.

Diversification

The company is selling and offering service to a wide range of customer and it is no customer dependency.
The Nr.1. customer represents only 5.7% of the company’s Sales. The revenue of the Top 10 customers
represents 19% in 2018 and 24% in 2019 respectively. In addition, the company has a lot of minor
customers (below HUF 1m annual turnover on average) in spare parts revenue stream.

In the purchase process at DM-KER, the usual customers pay the purchase price with the help of a leasing
company. The involvement of leasing companies improves the cash conversion cycle of DM-KER and
mitigate credit risk.

Oweycor o Sovvarac FITEN 2

ARBOS wLma EYOE SCREGN

looosan] FToRT] PROVOVE EENES

Source: DM-KER

DM-KER also has diversified supplier base. The biggest suppliers of DM-KER are the manufacturers of
well-known brands such as Doosan Group. DM-KER signed a new 4-year distributor agreement with
Doosan in 2019. In other word, DM-KER will be the exclusive distributor of Doosan and Bobcat products
in Hungary from 2019 to 2023. Moreover, there are other suppliers in Italy, Poland and Germany such as
Goldoni S.p.A, Dynapac Sp. z 0.0., Atlas Weyhausen GmbH respectively. In special situations, DM-KER
cooperates with competitors to fulfill complex orders (e.g.. procurements by public sector). In these cases,

competitors could be the supplier or the customer of DM-KER. With the planned distribution of a new,
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strong brand in the agricultural market, the supplier concentration of DM-KER could improve in the

future.

Business plan assumptions

Covid-19

Liquidity

Capital increase

Dividend

Acquisition

Off Balance

Sheet items

Advances from

Customers

Sales revenue of DM-KER remained stable during the Corona pandemic,
however its financial result was affected due to the significant moves of FX
rates (EURHUF).

DM-KER keeps HUF 250 million unsecured overdraft as liquidity buffer

To create liquidity of the shares and to diversify the investor base by
involving min. 200 small/ private investors, DM-KER plans to
conservatively increase capital by HUF 300-500 million in 2021.
Capital increase is a pre-requisite of the bond issuance.

Dividends are paid only to the extent not to exceed 4.0 x ND/EBITDA ratio.

DM-KER has potential acquisition targets in the range from HUF 1.5 billion
to 2 billion in terms of sales revenue in both domestic and foreign (SK)
markets. The due diligence process is in progress and no indicative offer has
been made yet. Hence, business plan conservatively does not include
increased sales revenue resulting from acquisitions.

Bank guarantee facility decreases from HUF 250 million to HUF 200 million
in 2020. Bank guarantees are not included in Adjusted Debt because they do
not represent financial but performance obligation. Management considers
the obligations to be met without risks, no such guarantee has been drawn in
the past.

Not included to Adjusted Debt due to its nature in the financing structure (no
reason for funding but for collateral). Customer places irrevocable order and
pays advances for the machines that are typically already in stock (no cash
outflow in the future). Although the machine is at the site, DM-KER does not
pass machines to customers without having proper technical examinations
(longer process at the year-end). DM-KER never had to repay the advances
received. Advances from customers show outstanding stock at the end of year
because the orders of machines increase in that period due to expiration of
subsidies of the given year.
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2 The industry overview.

2.1. The construction machinery market.

The market trend.

According to Mordor Intelligence report, the construction
equipment market in Europe is expected to exhibit a growth
rate of over 6% during the forecast period 2020-2025.

The sales of construction machines are growing across the

world because of 2 factors. The first one is that developing

countries are now investing in infrastructure development to

m Decline up to 10% = Decline by 10% - 30%
Decline by 30% - 50% Decline by more than 50%

cope with the problems of traffic jam, population explosion

= No change ® Increase

and old transportation infrastructure. The second one is that Source: CECE. ERA and LECTURA
developed economies are also focusing on investing in

technologies such as hyperloop or earthquake proof buildings to improve their current infrastructure.
In Western Europe, the proportion of multifunctional and compact construction machines is much
higher, which will be an expected trend in Hungary. This trend will further increase the sales of compact
machines. The revenue of spare parts rises in proportion to the number of machines sold.

To comply with the environmental regulation of the authorities across Europe, construction equipment
manufacturers are focusing on electric and hybrid machines rather than the traditional hydraulic and
mechanical ones. Electric construction machines are not only zero emission equipments but also
produces very less heat, noise and vibrations.

Together with the development of technology, digitalization, connectivity, and automation are driving
the development of the construction industry. For instance, Tech company lotic, construction company
BAM Nutall of UK and researchers from Cranfield University have developed an Al based twin
technology system that gives live updates of the progress at construction site. This helps to increases

on site productivity and operational efficiency.

The effect of Covid situation on the construction machinery market in Europe.

According to the Covid Survey 2020 conducted by CECE, ERA and LECTURA in construction
machinery market in Europe, there are 38% of European business primarily sell new machines, 32%
profit from used machine sales, 14% sell mainly spare parts, 10% focuses on service, 2% offer rental
solutions and only 4% of respondents prioritize completely different types of business.

Regarding the impact of Covid crisis on the construction machinery market, 16% of the European dealers
estimate a drop in sale up to 10%, 23% of dealers point to an estimated decline by 10% - 30%, 15% of
dealers foresee a decrease by 30% - 50%. Moreover, the survey also reveals that Covid situation has the

most impact on the new machines sale area with 47%, the second most affected area is used machine sale

Dr. Kalliwoda Research GmbH | Primary Research
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with 26%, the third affected area is spare parts sale with 10%, service area affected by 7% and rental

solution affected by 4%.

2.2.  The agricultural machinery market.

The market trend.

According to Mordor Intelligence report, the agricultural machinery market in Europe is expected to
achieve a Compound annual growth rate (CAGR) of 5.8% during the period of 2020-2025.

The agriculture in the European countries has traditionally intensively depended on seasonal immigrant
labors. However, an extreme shortage of farm workers has currently happened in the region. This
shortage has led to an increase in labor price. Hence, such situation stimulates farmers to adopt
machines for their work including tractors. As a result, there has been an increase in demand for
tractors. This is expected to boost the demand for tractor tires as well.

The effect of Covid situation on the agricultural machinery market in Europe.

According to a survey conducted by CLIMMAR to identify the effect of Covid situation to the farm
machine dealers, 80% of the respondents have reported to be affected by the pandemic. The majority
impact has been on the sales of new machines. The sales of used machines have also been significantly
affected but they are not as much as the effect on the sales of new machines. In addition, the impacts on

the repair and maintenance service revenue have not been as significant as the total revenue of all products.

D
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SWOT Analysis

Strengths

e Listed company: the company was successfully listed
the end of 2019. Shares of DM-KER are traded on BET-
Xtend (multilateral trading platfrom of Budapest Stock
Exchange)

e High-quality products: deals with the supply of
construction and agricultural machinery which includes
the world's largest brands, such as Czech Republic
brand- Bobcat and South Korean- Doosan loaders,
Weycor, Dynapac rollers and road construction
equipment, Viking, and agricultural machineries brands
such as Agrifac, Storti, Tifone, Annovi.

e Professional customer services: focus on the
middleman role (between the manufacturers and
customers DM-KER PIc) in the supply of wide range of
agricultural and construction  machinery  with
professional services such as financing solutions,
leasing or even tender opportunities for customers.

e Skilled and knowledgeable staff: team of seasoned
experts with decades of experience in the sale,
financing, service and supply of spare parts for
agricultural, construction and industrial machinery.
Employees are constantly being updated with latest
information during factory trainings, so they carry out
warranty and post-warranty repairs with expertise and
efficiency.

e Location: The company has already 4 sites in different
areas of Hungary. Hence, DM-KER is able to cover the
whole country and has now become a recognized player
on the local market. Moreover, they also plan to expand
their business to Slovakia.

e Barrier for new entry: entry of new competitors into
either the construction or agricultural machinery market
is clearly limited by high capital requirements.

e Competitors: competitors (with 1-2 exceptions) suffer
from a persistent lack of capital. The capital position of
DM-KER and subsequent funding opportunities in the
pipe clearly to strengthen its competitive position vis-a-
vis its competitors.

e Hing demand of construction and machinery
products in the long run: the focus on infrastructure

Weaknesses

e Sources of revenue: a significant part of revenue comes
from selling construction machines (73%) while the
sales of agriculture are small. Especially, the revenue of
rental and maintenance services are relatively small
compared to the revenue of the sales of machinery.
Therefore, the company’s revenue might be severely
affected during the Corona pandemic because of the
decrease in sales of machinery.

e Sales of agricultural machines: the market share of
DM-KER in agricultural machinery market is quite
small compared to other competitors. This might affect
the competition strategy of the company in the long run.

e The dependency on Doosan Group: 62% of the total
products that DM-KER sells are produced by Doosan
Group. This dependency might decrease the bargaining
power of DM-KER when trading with Doosan.

Opportunities |

e Competition: although there is barrier for new entry
and DM-KER is relatively competitive compared to
other companies in this industry. However, is no
company, including DM-KER, that is completely
protected from existing or new competitors.

e Corona pandemic impact: due to the global impact of
the Covid-19, the whole economy is severely affected,
the company’s growth in the short-run might be weak or
even negative. However, the long-run outlook does not
depend on such temporary events.

Dr.
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development and the trend of using agri machines in the
farms have stimulated the development of the retails of
construction and agricultural machines.

¢ Bargaining power of supplier: Although DM-KER has
an exclusive contract to distribute products of Doosan
and Bobcat for 4 year from 2019 to 2023. However, it is
risk for DM-KER in the long run (after the contract
ends) because of the high level of dependency on
Doosan Group’ products. They might utilize the
bargaining power of supplier in trading with DM-KER.

Source: Company, Dr. Kalliwoda Research GmbH © Copyright 2020
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4, Market Position

The construction machinery market.

Top 10 dealers in the construction machinery market in Hungary in 2018

Houzytra o |, 12577
DM-KEE 8,055

7.324

Terra Hungdria 1

Company Analysis
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Sowrce: Bisnode, public infarmation

In Hungary, the total market of construction machines (including parts) are above HUF 70 billion
with about 20 major participants (new machine dealers). Among those companies, DM-KER was
the second largest construction machines distributors in 2018 with about 8,055 HUF million of
revenue. It has about 4,322 HUF million less than the market leader, Huntraco, and 731 million
more than the third biggest firm, Terra Hungaria.

The demand for construction machines is expected to rise in the near future because of the
increase in infrastructure works and due to the increased labor cost. Besides, several tenders with
EU and purely Hungarian budget funds have also been published, in which construction
companies can have 30-50% subsidy for machinery purchases. In Western Europe, the demand
of compact and multifunctional construction machines is much higher. This will be an expected
trend in Hungary, and further increase the sales of compact machines. Hence, there is huge space
for the development of DM-KER and the construction machinery market in general. As we
already mentioned, DM-KER is selling products nationwide, exporting to Slovakia and Rumania
companies and planning to expand its footprint to Slovakia. Moreover, the plan to acquire
potential targets in SME segment also helps DM-KER to achieve a new brand and reaching a
wider market. Therefore, we can expect strong development of DM-KER in the future.

As mentioned, the construction machinery industry will grow, existing firms should also grow
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and consequently appreciate because entries of new companies are very unlikely. The reason is

that the entry barriers are relatively high. To be able to compete with DM-KER and other
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companies, a potential market entrant should deal with particularly high investments (about 300

HUF million) since the construction machinery is a very capital intensive.

The agricultural machinery market.

Company Analy

This sector has been growing steadily since the post-crisis in 2008, then after a small downturn in

2015-2016, it is growing dynamically again. The annual growth rate was 15% - 20% in the last
few years.
Market position of DM-KER. 1n agricultural machinery market in Hungary in 2018

KITE Zit.
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Aproker Holding e 13 76]
Me Hale Hunparia e {6 570

290,767

Apodziz 1 1,822

Szal-Agro 1 1,626

DM-EER 1300

Selector Export-Import 1 1,439

Invest Géplereskedelmi 1 1,339
0 50,000 100,000 130,000 200,000 230,000 300,000

HUF mn
Source: Bisnods, public information

The total market size of the agricultural machinery in Hungary in 2018 was about 170 HUF billion. There
are more than 100 companies are active (distributors or manufacturers of new machines or
adapters). Among those participants, the top 3 companies dominate the market with about 65%
of the total market share. From the above figure, we can see that DM-KER only accounted for a small
portion of the total market size. DM-KER was ranked in the middle field of 15-20 companies,
however its position and market share is evolving. The market share of DM-KER is still
insignificant with about HUF 1.5 billion but it is emerging.

Similar to the construction machinery industry, the agriculture machinery market is also expected to grow
because of the lack of seasonal labors in the farms leads to the increase in labor cost. Therefore, the need

to use machines as a replacement of labor is increasing. DM-KER already has a certain position in the

market and with the potential of the company, there will develop in this market.

Sale of spare part is independent from the sales of new machines due to the high machinery stock.
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Moreover, it is hard for new entrant to enter this marker because the entry barrier is relatively

high, around HUF 500 million. This is an advantage for the existing companies like DM-KER.
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5. Shareholder Structure
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Shareholder Structure
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Source: DM-KER
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6. Valuation

To value DM-KER Nyrt., we used a traditional DCF model, which derives a 12-months target price for

the stock of HUF 76.23. Compared to the current market level, this corresponds to an upside of 27%.

WACC assumptions

Growth assumptions

Long-term growth rate 2.2%
Assimiliation phase (from 2019)

Sales growth at the beginning

ompany Analysis

£

et
Equity
Risk-free rate 211%
Market risk premium 7.39%
Beta 1.27
Equity costs 11.50%0
Debt costs
Debt costs (before tax) 4.00%
Tax rate on interest 9.00%
Debt costs (after tax) 3.64%
Equity 302
Debt 70%
Gearing
WACC 5.98%

Discounted Cash Flow Model (2020), calculated on 17 November 2020

in'000 HUF 2020E 2021E 2022E
Net sales 9.848,313.00 11,098.848.00 13,663,375.00
(v-0-y change) 2.2% 12.7% 23.1%
EBIT 349,682.41 408,264.89 592,739.10
EBIT margin 3.6% 3.7% 4.3%
NOPLAT 330,449.88 385,810.33 560,138.45
+ Depreciation 312,579.59 347.,684.16 340,555.35
= Net operating cash flow 643.020.47 733,494 49 909.693_80
- Total investments (Capex and WC) 2.890.429.60 -708.816.93 207,187.90
Capital expenditure 300,993.21 -25,669.46 -173,050.40
Working capital 2.499.436.39 -683,147 47 470,238.30
= Free Cash Flow (FCF) -2247400.13 144231141 612,505.90
PV of FCFs -2247400.13 1.360,949.69 545,351.28
PV of FCFs in explicit period -341,009.16
PV of terminal period 14.751,207.33
Implied Enterprise value (EV) 14,410.198.17
- Net debt 5.329.818.00
+ Investments / - Minorities 0.00
Shareholder value 0.080.380.17
-:: Number of shares outstanding (thousands) 126.244.98
=
1 WACC 5.98%
- Equity costs 11.5%
i Debt costs before tax 4.0%
- Tax rate 9.0%
= Debt costs after tax 3.6%
= Equity ratio 29.8%
=3 Debt ratio 70.2%
._‘T‘j Fair value per share in HUF today 71.93
Fair value per share in HUF in 12 months 76.23

Source: Dr. Kalliwoda Research GmbH © 2020
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1. Profit and Loss Statement

all figures in "000 HUF unless otherwise indicated
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Profit and Loss Statement - DM-KER Nyrt.

2018 2019 2020E 2021E 2022E
Total Net Revenues 8,054,701 10,068,133 0,848,313 11,098,848 13,663,375
Out of which Domestic Sales 7.952,348 9,833,193 9,552,075 10,752,480 13,285,750
Out of which Export Sales 102,353 234,940 296,238 346,368 377,625
Value of own performance - 68,192 47,045 - -
Other Revenues 250,884 562,389 534,052 481,468 502,999
Material Type Expenses -7.078,281 -0.058,884 -8,742.001 -9,748,813 -12,066,251
Including: Cost of goods sold -6,476,794 -8,270,285 -7,953,531 -8,866,422 -10,988,652
Personnel Expenses -311,456 -515,766 -594.137 -675,081 -740,609
Other Expenses -244 812 -506,735 431,011 -400,472 417,220
EBITDA 671,036 617,329 662.262 755,949 942.294
EBITDA margin % 8.3% 6.1% 6. 7% 6.8% 6.9%
Depreciation - 157,581 - 210,991 -312,580 -347,684 -349.555
EBIT 513,455 406,338 349,682 408,265 592,739
Financial Income 43,586 73,651 7 38,217 37.820
Out of which Dividends Receiv - - - - -
Out of which Other Interest Res 3,998 150 7 9 10
Other income from financial tr: 39,588 73,501 - 38,208 37.810
Financial Expenses -165,361 -186,417 -153.616 -172,992 -171,190
Interest expenses -44.454 -42.417 -71.166 -137,760 -136,325
Other expenses from financial tre -120,907 -144,000 82,450 -35,232 -34 865
EBT 391,680 293,572 196,073 273,490 459,370
Corporate Income Tax -7,982 -16,945 -10,784 -15,042 -25.265
NET INCOME 383,698 276,627 185,289 258,448 434,104

Source: Dr. Kalliwoda Research GmbH © 2020
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8. Balance Sheet

Balance Sheet - DM-KER Nyrt.

all figures in "0 HUF unless atherwise indicated

ompany Analysis

018 e 20ME 021E 2012E
ASSETS
Fixed Assets 67109 1354078 341,015 4,110,073 38211644
_J Intangible Assets 1,229 204 465 215,370 115,040 16,754
Capitalized start-up and restructuring costs 177,122 136,235 67,624 414
Intellectual Property 1,229 27,343 79,136 47416 16,340
Tangible Assets B65,BEO 124718 2515711 2,490,042 2,316,991
Land and buildings & related concession rights 242912 600,593 1.436,143 1,593,730 1,561 686
Technical equipments, machinery and vehicles 493 349 1.216,514 1007052 B51.494 104,434
Other equipments, fittings and vehicles 21,139 20,173 32,601 44817 50,871
Assets under Construction 108 480 214200 - - -
Payments on account - 73,238 39,916 - -
Financial Investments - 24 B95 609,933 1,504,591 1488 859
Long-term participations in affiliated 586,850 1,195,200 1. 467,750
Other long-term participations 12 262 21,594 21,372 21,149
Other long-term loans 2,633 | 489 420 -
Current Assets 4,791,166 5,643,659 5.918,929 5,603,162 7.117.491
Inventories 1,505,664 3048711 2,956,840 3,339 853 4,103,784
Receivables 1,184,129 2235568 1,280,084 1,465,154 1,683,709
Accounts Receivable 672,743 1010987 §47.295 955,680 1,176,502
Other Receivables 511,386 1,224 581 432789 509474 507,207
Cash and equivalents 101,373 359,380 L 197,005 606,155 B54.998
Prepaid Expenses and Accrued Income 54,697 166,388 183,499 169,152 167,390
TOTAL ASSETS 5712972 B 164,125 9,443,442 9,882,387 11,107,525
LIABILITIES
Sharcholders' Equity 1,357,622 2,431.027 2,837,869 1,963,682 3,193,273
Issued Capital 5,000 631,155 660,720 653,909 647,007
Capital Reserve 14,890 280513 1174,198 1,162,092 1149987
Retamned Earnings B44.008 440,910 6B 479 853,258 962,084
Fixed Reserve 110,026 201,822 128,184 35975 [1]
Profit after Tax 383,698 276,627 185,289 258 448 434,104
Provisions T.885 11,362 21,195 23.BR7 29,406
Toal Liabilities 4270231  S5.689,198 6490266  6.816,647 7,819,737
]

'_E Long Term Liabilities 04,282 951,765 3,492,000 3,456,000 3,420,000
E Bond for Growth 3,492,000 3,456,000 3,420,000
a Long Term Investment Loans 44,541 356,455 - - -

ﬂ Other Long-Term Loans 620,755 322,500 - - -

“_"'." Financial Leases 138 9R6 272 Bl0 - N -
- Short Term Liabilities 3,465,949 4,737,433 2,513,266 2, BR0.647 3,924,737

E Short Term Loans 596,863 208,586 - - -
f_.‘l. Advance payments received from customers 596,926 430,685 562,600 634,039 780,541

| Accounts payable 428,991 949,331 668,401 818,294 966,369

Other short term labilities 1843, 169 2,448 831 1,282 265 14283514 2,177 828
Passive Accruals 77.234 32,538 94,110 78171 65,108
TOTAL LIABILITIES & EQUITY 5712972 8164125 9443441  9.882387 11,107,525

Source: Dr. Kalliwoda Research GmbH © 2020
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9. Cash Flow Statement

Cash Flow Statement - DM-KER Nyrt.

all figures in ‘000 HUF unless otherwise indicated

Company Analysis

2018 2019 NE 2021E 1022E
Operating Cash Flow 640,418 451,600 168,009 412,111 846,341
Profit before Tax 391,680 293372 196,073 173490 459370
Correction in Profit Before Tax -13,551 - 6,639 15,415 19,054
Depreciation 157,581 210991 312580 347684 349,555
Recognized Impairment and Reversal 36,392 110,869 8,730 8,640 £.550
Change in Provision 2196 3477 10,174 2910 5,768
Change in Accounts Payable -177.234 504,680  -252.450 156,784 156,568
Change in Other short term liabilities & Advance payments from customers 611,825 403458 048,265 236,506 917499
Change in Passive Accruals -14,052 334770 152 -14.969 -12.24%
Change in Accounts Receivable 42,140 3554200 133362 S0 230777
Change in Current Assets (excl. Trade Receivables and Cash) 328 507 557019 TS5 d4nd 404 p42 801,762
Change in Active Accruals 24,220 11691 22,102 12,455
Tax paid -7.982 16945 -10.784 -15,042 -25,265
Investment Cash Flow 221,028 -1,556265 -1385,518  -L175241  -132,544
CAPEX (net) 195,039 -1.496241 -1281,047 1064311 -52,304
Profit from Sale of Fixed Assets (Reclass. from Operating CF) -21463 51392 -105.536 1,984 -B0.653
Change in long term loans provided -1526 -2632 1.065 1,054 413
Financial Cash Flow 40949 1,362,672 2550815 103370 -173,641
Dividend recieved - - - . -
Dividend payed -100,000 173529 JTAlle -103379 -173642
Income from issuing shares, raising capital - 996,778 168,600
Bond Issuance - - 1977.000
Borrowings 1,972,553 4,679,555 419,905
Loan repayment -2.296,159 4180019 -2.224.435
Funds recieved 13,551 40340 E31870
Revaluation of fx 563 -453
Change in Cash 9,910 158,007 1333406  -B66.509 540,157

Source: Dr. Kalliwoda Research GmbH © 2020
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Company Analysis

Disclaimer

Essential information, disclosures and disclaimer
A. Essential information

The investments in financial instruments and securities (e.g. equities, bonds) generally involved
on high risks. It is possible that the investors lose some or all of the invested money. Potential
investors should be aware of the fact that the prices of securities could fall and rise. The income
from such an_investment might be considerable fluctuations. Investment strategies are not
appropriate at all times and past results are not a guarantee for the future performance. Investors
should make their own and independent decisions as to whether a risky investment.

B. Disclosures according to Section 34b of the German Securities Trading Act
(WpHG) and to the German Regulation governing the Analysis of Financial
Instruments (FinAnV).

I. Information about author, company held accountable, requlatory authority:

Company responsible for the content of this document: DR. KALLIWODA RESEARCH GmbH,
Frankfurt am Main, Germany.

Regulatory authority for DR. KALLIWODA RESEARCH GmbH is the Federal Financial
Supervisory Authority (BaFin), Graurheindorfer Strae 108, 53117 Bonn, Germany and
Lurgiallee 12, 60439 Frankfurt am Main, Germany.

Author of this research: Dr. Norbert Kalliwoda, Analyst, CEO and founder of DR.
KALLIWODA RESEARCH GmbH.

1l. Additional Information:

1. Sources of information:

Essential sources of information for the compilation of this document are publications from
domestic and international information services and media (e.g. Bloomberg, dpa-AFX, Reuters,
VWD, among others), financial press (e.g. Allgemeine Zeitung Frankfurter, Borsenzeitung,
Financial Times Handelsblatt and others), specialized trade press, published statistics, rating
agencies as well as publications by peer group companies and the company itself. Additionally,
conservation has been held with the management of the company. This document was made
available to the company before publishing to ensure the correctness of the information provided.

2. Summary of the basis of valuation principles and methods used to prepare this
document:

Within the scope of the evaluation of companies the following valuation methods are applied:
Multiple-based models (Price/Earnings, Price/Cash-flow, Price/Book value, EV/Sales,
EV/EBIT, EV/EBITDA), peer group comparisons, historic valuation methods, discounting
models, sum-of-the-parts-approaches, substance-valuation methods and swot-analyses. The
valuation principles and models are dependent on macroeconomic factors, such as interest rates,
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exchange rates, raw materials and on basic assumptions about the economy. Besides, the market
moods and market sentiment affect the valuation of enterprises. The approaches are based on
expectations that could change rapidly and without advance warning according on developments
specific to individual branch. The valuation results and fair values derived from the models might
therefore change accordingly. The ratings are the evaluation results and refer to a fair value
pricing reflecting a time-horizon of up general relate to a twelve-months. Nevertheless,
evaluation results are subject to changing market conditions and constitute merely a snapshot.
The evaluation results and fair values may be reached faster or slower than expected by the
analysts. The results and fair values may to be scale upwards or downwards.

Company Analysis

DR. KALLIWODA RESEARCH GmbH uses the following rating model:

BUY: Based on our analysis, we expect the stock to appreciate and
produce a total return of at least 10% over the next twelve months

ACCUMULATE: | Based on our analysis, we expect the stock to appreciate and
produce a total return between 5% - 10% over the next twelve
months

HOLD: Based on our analysis, we expect the stock to produce a total return
between -5% and +5% over the next twelve months

REDUCE: Based on our analysis, we expect the stock to cause a negative
return between -5% and -10% over the next twelve months

SELL: Based on our analysis, we expect the stock to cause a negative
return exceeding -10% over the next twelve months

For the sustainability ranking DR. KALLIWODA RESEARCH GmbH uses the 17 United
Nations Sustainable Development Goals, where each goal is classified as follows:

-1 The company negatively contributes to the goal.
0 The company does not contribute to the goal at all.
1 The company positively contributes to the goal.
2 The company profoundly contributes to the goal.
= 3 The company significantly contributes to the goal.
=
al
i
al
=
é From adding up the given numbers, it is being set in a ratio to the maximum points (e.g. 51). The
é following model shows the note procurement:
=
A 100% - 70% The company exceptionally contributes to the goal.
B 70% - 50% The company promotes the transition to sustainability.
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C 50% - 30% The company is on the way to sustainability.
30% - 10% The company minimizes its negative impact.
E 10% - 0% The company is not sustainable.

3. Date of first publication of this document: 25th of November 2020
4. Updates:

A specific update of this document has currently not been set. The research reflects the author’s
judgement on the date of this publication and is subject to change without any notice. The
document might be incomplete or reduced and it may not contain all information concerning the
company covered. It is in the sole decision of DR. KALLIWODA RESEARCH GmbH whether
and when a potential update of this research is made.

111. Disclosures about potential conflicts of interest:

The business model of DR. KALLIWODA RESEARCH GmbH is based on economic
relationships with issuer company and equity transactions to be performed relating to the issuer’s
stock. Dr. Kalliwoda Research has entered into an agreement about the creation of this document
with the company which is, or whose financial instruments are the issue of this research.

Conflicts of interest may be in existence with employees of DR. KALLIWODA| RESEARCH
GmbH who are the authors of this document as well as other persons that were involved in the
preparation of this research or related parties.

Following conflicts of interest might exist:

1. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have a major shareholding (holding more than 5%) of the share capital of the emitter
that is, or whose financial instruments are, the subject of the research.

2. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties are possibly holders of instruments that are mentioned in this research (or that are linked to
these instruments) or might become holders and could regularly trade the emitter’s securities or securities based on these
issues as principal or agent.

3. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties could have participated in leading a consortium for the emitter via a public offering of the
financial instruments that are the subject of this research.

4. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have been party to an agreement on the provision of investment banking services with
the emitter which is the subject of this research, or have received services or a pledge to perform under the terms of such
an arrangement during the same period.

5. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties may have other substantial economic interests concerning to the emitter which is the subject
of this research.

6. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have been party to an agreement with the company, which is the subject of this research,
resulting in receiving the compensation for preparation of this research.
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7. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties received the feedback concerning the company profile and SWOT from the company, which
is the subject of this research, before publishing this report to the public.

Important: Please get familiar with possible risks and possible conflicts of interest in the
disclosure and disclaimer at the end of this report, especially for this report: 6. and 7.

The analysts have limited access to gain information that possibly could constitute a conflict of
interest for the institution DR. KALLIWODA RESEARCH GmbH keeps insider registers
appropriate to sec. 15 WpHG for assignees that normally have approach to inside information.
Insiders” dealings appropriate to sec. 14 WpHG categorically are prohibited.

Company Analysis

The analysts that composed this research did not receive or acquire shares in the emitter that is
the subject of this document at any time. The analysts mentioned above herby certify that all of
the views expressed accurately reflect the individual views about the emitter. No part of the
indemnity was, is or will be, directly or indirectly, linked to the evaluation result or views
expressed by the analyst in this research.

C. Disclaimer:

This document is published and being distributed by DR. KALLIWODA RESEARCH GmbH
solely for informational purposes and for the personal use by persons in Germany. This research
is not intended to be in any form an offer or advice to buy or sell the securities referred to herein.
This research is intended to provide information to assist investors in making their own
investment decisions. Any decision to purchase any securities of the emitter must be made solely
on the basis of the information contained in the offering documents from the emitter relating to
such securities and not on the contents hereof. Furthermore, our recommendation may not be
fully suitable to every investor, depending on their investment objective, individual financial
situation or targeted holding period.

Potential investors should seek professional and individual information and advice before
making their investment decisions. This document neither constitutes a contract or any kind of
obligation.

Neither this document nor any copy, in whole or in part, thereof may be distributed in any other
jurisdiction where its distribution might be restricted by law, and person into whose published
this document comes should inform and observe themselves about any such restrictions.

The information within this document has been obtained from sources believed by DR.
KALLIWODA RESEARCH GmbH to be reliable. DR. KALLIWODA RESEARCH GmbH
does not examine the information to be verify and complete, nor warrantees its correctness and
completeness. Although due attention has been taken in compilation this document, it cannot be
excluded that the information given is not complete or the document contains mistakes.
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The liability of DR. KALLIWODA RESEARCH GmbH shall be restricted to gross negligence
and willful misconduct. All aspects penned in this document are those of DR. KALLIWODA
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RESEARCH GmbH respectively the authors and subject to modify without notice. Possible
faults or incompleteness of this document may be reformed by DR. KALLIWODA RESEARCH
GmbH and do not constitute reasons for liability, neither with regard to indirect nor to direct or
consequential losses.

Moreover, DR. KALLIWODA RESEARCH GmbH does not accept any responsibility and
liability for any damage arising from using of this research or its contents or otherwise arising in
relation herewith. In each case, the liability and responsibility of DR. KALLIWODA
RESEARCH GmbH is limited to typical, predictable damages and the liability for any direct or
indirect losses is excluded.

Company Analysis

This document is subject to the laws of the Federal Republic of Germany. Place of jurisdiction
is Frankfurt am Main, Germany.

This document or any copy, in whole or in part thereof, may be distributed in any other
jurisdiction where its distribution might be restricted by law and persons who have access to this
document have to inform and observe themselves about any such restrictions.

In the United Kingdom this document is to be distributed only to persons who are described in
Section 11 (3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions)
Order 1996 (as amended). This research may not be distributed and forwarded directly or
indirectly to any other group of individuals. The distribution of this document in other
international jurisdictions may be restricted by law and individuals who possess this study should
inform themselves of any existing restrictions and comply with them.

Neither this document nor any copy of it may be taken or transmitted into the United States
of America, Canada, Japan or Australia or distributed, directly or indirectly, in the United
States of America, Canada, Japan or Australia or to any resident thereof. Any Failure to
comply with these restrictions may constitute a violation of United States, Canadian,
Japanese or Australian securities laws or the law of any other jurisdiction.

By confirming this document, the reader or user agrees and accepts to be bound by all of the
foregoing provisions and this disclaimer. Besides, the user accepts not to distribute this document
to unauthorized persons. The user of this document compensated DR. KALLIWODA
RESEARCH GmbH for any disadvantages, damages, claims and losses resulting from or in
relation with the unauthorized use of this document.

© 2020 DR. KALLIWODA RESEARCH GmbH, Arndtstrale 47, D-60325 Frankfurt am Main.
All rights reserved.
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