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3Q’2024/25 EBITDA of PLN 6.7mn, cloudy view after the transaction

Damian Szparaga, CFA
+48 601 408 342
damian.szparaga@pekao.com.pl

The Company released its 3Q'2024/25 results with the following data:
B Revenues amounted to PLN 131.4mn (-2% yly, +5% q/q).
B Gross profit amounted to PLN 29.6mn (-23% yly, -1% q/q).
B EBITDA amounted PLN 6.7mn (-64% yly, -41% q/q).
B EBIT amounted to PLN 2.1mn (-85% yly, -70% q/q).
B Net profit amounted to PLN 2.6mn (-80% yl/y, -52% q/q).
B Operating cash flow was negative and amounted to PLN -6.5mn in 3Q'2024/25.

B The Company’s net debt at the end of 3Q’2024/25 amounted to PLN 74.1mn (vs. PLN
66.5mn at the end of 2Q'2024/25).

Furthermore, the Company disclosed data pertaining to the business subject to the
transaction with Kingspan Group. Key P&L figures for 1-3Q’2024/25 include:

B Revenues of PLN 269.0mn (-8% yly).
B Gross profit of PLN 76.6mn (-8% yly).
B EBIT of PLN 27.5mn (-22% yly).

B Net profit of PLN 20.1mn (-31% yl/y).

Based on the above and on the reported data, the implied figures for 1-3Q’2024/25
pertaining to the remaining business are as follows:

B Revenues of PLN 112.7mn (-5% yly).
B Gross profit of PLN 16.5mn (-27% yly).

B EBIT of PLN -9.4mn.

Our view: NEGATIVE

The set of data presented in the 3Q’2024/25 report is negative to us. The results for
3Q’2024/25 itself are mixed with a negative connotation. On the one hand, both revenue and
gross profit were lower on a year-on-year basis, but higher than our expectations. The
Company’s EBITDA and operating profit plummeted by 64% y/y and 85% y/y, respectively,
whilst net profit was lower by 80% y/y. We suppose that such a sharp decline was associated
with additional advisory costs incurred during the recent quarter. The Company’s OCF was
below expectations and visibly weaker than one year ago. As a result, the Company’s net
debt has increased. All in all, we assess the Company’s 3Q’2024/25 results negatively.

When commenting on the recently announced transaction for the sale of a significant part of
its business with Kingspan Group PLC, we highlighted the importance of the picture after
the transaction. It turns out that around 70% of the Company’s 1-3Q°2024/25 revenue
pertains to the transaction. It also seems that our concerns were reasonable and the
business subject to the transaction is much more profitable than the Company’s
remaining business. The implied gross profit margin of the remaining business amounted to
14.7% in 1-3Q’2024/25 (vs. 24.4% as reported). Moreover, the implied EBIT for 1-3Q°2024/25
was negative. To be fair, 1-3Q’2024/25 contains a one-off associated with advisory costs, but
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we suppose it may be around mid to high-single-digit PLN mn figure. So, even when not
taking into account that cost, the Company’s remaining business would have difficulty
reaching the break-even point.

We do not change our view and still consider the current stock price overvalued.
However, the Company intends to pay DPS of PLN 13-15/share and conduct a buyback.
Furthermore, the Company offered PLN 26.91/share for those shareholders demanding the
redemption of shares. These factors may be supportive in the short term. For those
unconvinced about the current market value of shares, the best solution now would be
to demand the redemption of shares for PLN 26.91/share, but this option is now available
only for shareholders absent at the EGM until March 6, 2025.

Mercor: 3Q’2024/25 results review *
PLN mn 3Q'23/24 4Q'23/24 1Q'24/25 2Q'24/25 3Q'24/25 YIY Q/IQ Pekao vs. Pekao 2022/23 2023/24 2024/25e

Revenues 133.8 177.7 125.0 125.3 131.4 -2% 5% 116.9 12% 628.4 587.4 477.4
COGS -95.4 -130.5 -91.5 -95.4 -101.7 7% 7% -90.0 13% -472.2 -434.3 -361.8
Gross profit 38.4 47.2 335 30.0 29.6 -23% -1% 26.9 10% 156.2 153.1 115.7
SG&A -24.4 -29.7 -23.7 -22.7 -27.6 13% 21% -22.0 26% -88.6 -94.8 -88.7
EBITDA 18.6 21.0 13.9 11.4 6.7 -64% -41% 9.3 -28% 87.6 76.3 43.8
EBIT 13.7 15.8 9.1 6.9 2.1 -85%  -70% 4.9 -58% 68.8 57.1 25.9
EBT 16.4 11.7 8.3 6.7 3.1 -81% -53% 4.3 -26% 60.4 59.4 235
Net profit 13.1 6.2 6.1 5.4 2.6 -80%  -52% 3.1 -17% 41.7 49.3 17.8
Gross profit margin 28.7% 26.6% 26.8% 23.9% 22.6% 23.0% 24.9% 26.1% 24.2%
EBITDA margin 13.9% 11.8% 11.2% 9.1% 5.1% 7.9% 13.9% 13.0% 9.2%
EBIT margin 10.3% 8.9% 7.3% 5.5% 1.6% 4.2% 10.9% 9.7% 5.4%
Net profit margin 9.8% 3.5% 4.9% 4.3% 2.0% 2.7% 6.6% 8.4% 3.7%
Operating CF 9.6 8.9 22.3 10.9 -6.5 n/a n/a 9.3 n/a 64.0 49.0 50.7
Investing CF -1.1 -12.9 -4.0 -3.1 -3.4 212% 10% -2.8 23% -12.0 -19.1 -12.6
Financing CF -12.5 -10.4 -15.2 -7.7 8.7 n/a n/a -13.3 n/a -42.8 -43.5 -37.5
Net debt 76.0 73.8 58.6 66.5 74.1 -2% 12% 73.3 1% 67.1 73.8 69.0
ND/EBITDA (LTM) 1.02 0.97 0.81 1.02 1.40 1.38 0.77 0.97 1.58
Order intake 140.7 116.4 148.6 150.2 135.4 -4%  -10% 130.5 4% 605.3 570.9 557.0
Book-to-bill ratio (x) 1.05 0.65 1.19 1.20 1.03 2%  -14% 1.12 -8% 0.96 0.97 1.17

Notes: Due to the limited scope of restated data, the above presented data are as follows:

P&L: 1Q°2024/25, 2Q’2024/25, 3Q’2024/25, and 3Q’2023/24 P&L results are restated, 4Q’2023/24 has not been restated.

Cash flows: the presented data base on 1H’2023/24 and 1H’2024/25 as well as on 1-3Q’2023/24 and 1-3Q’2024/25 restated data and other
historical data which has not been restated (published in previously issued reports).

Net debt at 2Q°2024/25, 3Q°2024/25 and 4Q’2023/24 is restated (other periods are not).

Order intake and book-to-bill ratios are not restated.

Source: the Company, Pekao Equity Research

Mercor: 1-3Q’2024/25 results after separation of the business subject to the transaction with Kingspan
Group

Business subject to the transaction Results as reported Implied remaining business

1-3Q'2024/25 1-3Q'2023/24 1-3Q'2024/25 1-3Q'2023/24 1-3Q'2024/25 1-3Q'2023/24
Revenues 269.0 291.1 -7.6% 381.7 409.7 -6.8% 112.7 1185 -5.0%
COGS -192.4 -207.8 -7.4% -288.6 -303.8 -5.0% -96.149 -96.004 0.2%
Gross profit 76.6 83.3 -8.1% 93.1 105.9 -12.1% 16.505 22,541 -26.8%
SG&A -48.9 -46.9 4.2% -74.0 65.1 -213.7% -25.161 112.003 -122.5%
EBIT 275 35.3 -22.2% 18.1 41.3 -56.1% -9.357 5.919 -258.1%
EBT 25.1 36.1 -30.4% 18.1 47.7 -62.0%
Net profit 20.1 28.9 -30.5% 145 43.7 -66.8%
Gross profit margin 28.5% 28.6% 24.4% 25.8% 14.7% 19.0%
EBIT margin 10.2% 12.1% 4.7% 10.1% -8.3% 5.0%

Source: the Company, Pekao Equity Research
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DISCLAIMER

Pekao Brokerage Office (BM) is an organizationally separated unit of Bank Polska Kasa Opieki S.A., based in Warsaw, ul.
Zubra 1, 01-066 Warsaw, Poland. Bank Polska Kasa Opieki Spétka Akcyjna with its seat in Warsaw, at ul. Zubra 1, 01-066
Warsaw, Poland, entered in the register of entrepreneurs in the District Court for the Capital City of Warsaw in Warsaw, XIlI
Commercial Division of the National Court Register, KRS: 0000014843, NIP: 526-00-06-841, REGON: 000010205, share capital
(entirely paid) in the amount of PLN: 262 470 034.

BM is supervised by Polish Financial Supervision Authority, ul. Piekna 20, 00-549 Warsaw, Poland and is subject to regulations
issued by the Financial Supervision Authority as well as by certain other regulators in the European Union.

The investment analysis is addressed to clients who have entered into an investment research agreement with BM, it is not a
general investment advice, nor an investment recommendation provided as part of the investment advisory service, nor a part of
portfolio management service. The analysis is given without taking into consideration the needs and circumstances of the Client,
in particular when preparing the analyses BM does not examine the Client’s investment objectives, level of risk tolerance, time
horizon as well as the financial situation of the Clients nor does it assess the suitability of the service.

The investment analysis is based on information obtained from, or are based upon public information sources that we consider
to be reliable but for the completeness and accuracy of which we assume no liability. All estimates, projections, forecasts and
opinions included in the report represent the independent judgment of the analysts as of the date of the issue. We reserve the
right to modify the views expressed herein at any time without notice. Moreover, we reserve the right not to update this
information or to discontinue it altogether without notice. While preparing the investment analysis, the company's compliance
with the "Best Practices of WSE Listed Companies 2021" was taken into account, based on the GPW IT tool "Best Practices
Scanner" - Microsoft Power Bl

This investment analysis is for information purposes only and does not constitute an offer to buy, sell or subscribe to any
financial instrument on any financial market. It is also not an advertisement.

BM is not responsible for the consequences of investment decisions made on the basis of the investment analysis. The
investment analysis does not give any guarantee that a given strategy or price projection is appropriate for a specific Client, and
when using it one should not resign from conducting an independent assessment and taking into account risk factors other than
those presented. The securities discussed may fluctuate in price or value. Investors may get back less than they invested.
Changes in rates of exchange may have an adverse effect on the value of investments. Furthermore, past performance is not
necessarily indicative of future results. In particular, the risks associated with an investment in the financial instrument or
security under discussion are not explained in their entirety. The use of BM services involves investment risk, described in detail
on the website www.pekao.com.pl/biuro-maklerskie
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