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Capital Park

Offer price below NAV

We maintain our BUY recommendation and increase our FV by 6% to PLN 8.99
from PLN 8.50 on a higher valuation of investment properties and weaker PLN
vs EUR. In 2Q19, Capital Park reported positive revaluation in Fabryka Norblina
of PLN 60m due to development and commercialization of the project and a
PLN 35m rise in Eurocentrum Hotel & Residence based on the preliminary
disposal agreement, though the buyer pulled out of the deal on 20 September.
Given a weakening of PLN vs USD at end-3Q19 (4.37x vs. 4.25x at end-2Q19),
we expect further positive revaluation of investment properties of ca. PLN 50m
and a loss on the measurement of financial liabilities of nearly PLN 32m in
3Q19. Additionally, on 25 September, Capital Park signed a letter of intent
regarding the disposal of 100% of shares in Eurocentrum Office Complex (BV
of PLN 906m as of end-2Q19). On 8 October, Townsend Holding, a subsidiary
of Madison International, launched a tender offer for 36.8m shares of Capital
Park (34% of total) in order to increase its stake to 100%. Based on our
forecasts, the company is trading at a P/BV of 0.62x in 2019 and 0.60x in 2020,
with a 40% discount to its 2Q19 NAV.

Tender price at 40% discount to 2Q19 NAV per share

On 8 October, Townsend Holding, a subsidiary of Madison International, launched a
tender offer for 36.8m Capital Park shares, equal to 34% of the share capital. This
would allow it to increase its stake to 100% from 66%. The tender price is PLN 5.84
per share, implying a 35% discount to CPG’s 2Q19 BVPS. We highlight that the
NAV of income-generating assets amounts to PLN 6.59 per share (PLN 3.75/share
of Eurocentrum Office Complex and PLN 1.72/share of Royal Wilanéw) and the
company has the Fabryka Norblina project under construction.

Potential cash from disposal of Eurocentrum Office Complex

In September Capital Park signed a letter of intent regarding the disposal of 100%
of its shares in a subsidiary that owns Eurocentrum Office Complex, which
comprises 85k sgm of GLA in Warsaw. The company expects to sign the
preliminary agreement by end-4Q19. With a book value of PLN 906m and
outstanding debt of PLN 500m as of end-2Q19, we estimate the NAV of the project
at PLN 406m, or PLN 3.75 per share. The company had a preliminary agreement to
sell Eurocentrum Hotel & Residence for PLN 85m (PLN 0.79 per share), but the
buyer pulled out.

FFO generation supports NAV

In 1H19, Capital Park reported FFO of PLN 20.1m and we forecast FFO of
PLN 53m in FY19 and PLN 48m in FY20. Additionally, given the development of the
ArtN project and the positive revaluations reported in 1H19 and expected in 3Q19,
we forecast a NAV increase of 6% y/y in 2019. Capital Park currently trades at a
38% and 36% discount to its BV and NAV respectively as of end-4Q19E.

Figure 1. Summary of financial data (PLN m)

2016 2017 2018 2019E 2020E 2021E
Revenues 107.7 125.8 145.8 1235 123.8 139.7
EBIT 124.4 5.0 172.0 162.0 83.3 114.3
EBIT adj.* 55.5 79.8 92.8 84.1 79.7 89.2
Net profit 245 -14.1 85.3 99.5 416 64.5
P/E adj.* (x) n.m. 14.9 14.6 16.1 17.2 15.0
P/BV (X) 0.69 0.71 0.57 0.62 0.60 0.56
PINAV (x) 0.72 0.76 0.68 0.64 0.62 0.58

Source: Company, IPOPEMA Research, *adjusted for result on property revaluation
and remeasurement of financial liabilities
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Key ratios 2019E 2020E
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P&L (PLNm) 2016 2017 2018 2019E 2020E  2021E
CAPlTAL PARK Rental income 107.7 125.8 145.8 123.5 123.8 139.7
Direct property operating expenses -26.3 -32.7 -37.3 -31.3 -31.4 -35.3
BUY FVPLN 8.99 Net operating profit 81.4 93.1 108.6 92.2 92.4 104.4
Mkt Cap EUR 155m Upside/downside 47%  Administrative expenses -10.6 -11.4 -8.4 -14.6 -11.1 -12.7
Gain/loss on property revaluation 68.9 -84.7 79.2 78.0 3.6 25.0
Other operating income (cost) net -15.3 -1.9 -7.5 6.5 -1.7 -25
EBITDA 124.8 -4.6 172.4 162.5 83.8 114.8
Valuation multiples 2017 2018 2019E 2020E  2021E EBIT 124.4 -5.0 172.0 162.0 83.3 114.3
P/E (x) 14.9 14.6 16.1 17.2 15.0 EBIT adj.* 55.5 79.8 92.8 84.1 79.7 89.2
EV/EBITDA (x) -405.6 11.0 11.3 245 20.1 Financial income (cost) net -49.1 -37.9 -38.3 -33.1 -31.9 -34.6
EV/Sales (x) 14.7 13.0 14.9 16.6 16.5 Remeasurement of fin. liabilities -42.0 46.7 -37.1 -6.1 0.0 0.0
P/BV (x) 0.71 0.57 0.62 0.60 0.56 Pre-tax profit 33.3 3.8 96.5 122.8 51.4 79.6
FCF yield (%) -18% -8% -71% -27% -32% Income tax -35 -25.8 -5.5 -23.3 -9.8 -15.1
DY (%) 0% 0% 0% 0% 0% Minorities 5.3 -7.8 5.7 0.0 0.0 0.0
Net profit 245 -14.1 85.3 99.5 41.6 64.5
Per share 2017 2018 2019E 2020E 2021E  Net profit adj.* 0.0 41.7 38.4 41.3 38.7 44.2
No. of shares (m units) 107.5 107.5 108.3 108.3 108.3
EPS* (PLN) 0.39 0.36 0.38 0.36 0.41 BALANCE SHEET (PLNm) 2016 2017 2018 2019E 2020E  2021E
BVPS (PLN) 8.20 9.07 9.92 10.30 10.90 Non-current assets 2,155.4 2,248.6 24204 2,351.3 26034 2916.1
FCFPS (PLN) -1.07 -0.40 -0.42 -1.64 -1.98 Investment property 2,084.3 21744 2360.2 2,282.6 2,534.8 2,844.9
DPS (PLN) 0.00 0.00 0.00 0.00 0.00 Investments in jointly controlled enti 44.7 42.7 54.2 40.7 40.5 43.0
Other financial assets at fair value 4.2 2.6 0.7 228 22.8 228
Change yly (%) 2017 2018 2019E 2020E 2021E  Other non-current assets 22.2 28.9 5.3 5.3 5.4 54
Revenues 16.7%  16.0% -15.3% 0.3% 12.8% Current assets 186.4 227.2 149.5 176.8 163.0 137.5
NOI 14.3%  16.7% -15.1% 0.3% 13.0% Trade receivables 10.4 11.9 16.1 17.2 17.2 19.4
EBIT adj.* 43.6%  16.3% -9.4% -5.2%  12.0% Other current assets 19.5 22.0 23.1 24.2 24.3 26.5
Pre-tax profit n.m. nm  27.2% -58.2% 54.9% Cash and equivalents 156.6 193.3 110.3 135.4 1215 915
Net profit adj.* n.m. -7.9% 7.6% -6.2% 14.3% Total assets 23418 24759 25699 25281 2766.4 3,053.6
Equity 898.6 881.6 9749 10744 1,116.0 1,1805
Leverage and return 2017 2018 2019E 2020E  2021E Non-controlling interests 71.7 114.9 114.9 0.0 0.0 0.0
NOI margin (%) 74.0% 745% 747% T747% 74.8% Non-current liabilities 1,1589 1,3147 14171 1,390.0 1,586.6 1,808.5
EBIT adj.* margin (%) 63.4% 63.6% 68.1% 643% 63.9% Loans and borrow ings 1,048.1 1,166.8 1,282.2 1,260.1 1,456.7 1,678.6
Net margin adj.* (%) 33.1% 26.3% 334% 313% 31.7% Deferred tax liabilities 100.4 132.3 110.0 104.9 104.9 104.9
Net debt / EBITDA adj.*(x 13.8 13.0 13.8 17.2 18.2 Other non-current liabilities 10.3 15.6 24.9 24.9 24.9 24.9
Net debt / Equity (x) 1.26 1.25 1.09 1.24 1.38 Current liabilities 212.6 164.6 63.0 63.8 63.8 64.6
Net debt / Assets (x) 0.45 0.47 0.46 0.50 0.53 Trade payables 11.4 16.6 7.6 6.4 6.4 7.2
ROE (%) 4.7% 4.1% 4.0% 3.5% 3.9% Loans and borrow ings 183.9 136.6 43.2 452 45.2 452
ROA (%) 1.7% 1.5% 1.6% 1.5% 1.5% Other current liabilities 17.2 11.4 12.2 12.2 12.2 12.2
ROIC (%) 2.7% 4.2% 2.7% 2.9% 2.8% Equity & liabilities 2,341.8 24759 2569.9 25281 2,766.4 3,053.6
Gross debt (PLN m) 1,232.1 1,3034 11,3254 11,3053 1,501.9 1,723.9
Assumptions 2017 2018 2019E 2020E 2021E  Net debt (PLNm) 1,075.5 1,110.1 1,2150 1,170.0 1,380.4 1,632.3
FFO (PLN m) 38.2 57.1 53.2 47.8 54.6
FFO yield (%) 6% 9% 8% % 8% CASHFLOW (PLNm) 2016 2017 2018 2019E 2020E  2021E
NAV (PLN m) 869.1 974.1 10340 1,075.6 1,136.3 Operating cash flow 76.8 86.1 106.2 49.3 72.7 72.7
NAYV per share (PLN) 8.1 9.1 9.5 9.9 10.5 Net income 24.5 -14.1 85.3 99.5 41.6 64.5
LTV (%) 58% 55% 56% 58% 59% Revaluations -26.8 38.0 -42.1 -78.0 -3.6 -25.0
D&A 0.4 0.4 0.4 0.5 0.5 0.5
Change in WC 9.5 3.6 -13.2 -2.3 0.0 -14
Other 69.2 58.2 75.8 29.6 34.3 34.2
Investment cash flow -104.5 -89.0 -1151 -1049 -2489 -288.2
Change in investment properties -80.8 -1748 -106.6 -117.9 -2486 -285.2
Change in JV -14.0 2.0 -11.5 13.5 0.2 -25
Other -9.7 83.7 3.0 -05 -0.5 -05
Financial cash flow 70.7 39.7 -74.1 80.6 162.3 185.5
Change in equity 0.0 0.0 0.0 0.0 0.0 0.0
Change in debt 142.8 95.2 -31.9 116.5 196.6 222.0
Dividend paid 0.0 0.0 0.0 0.0 0.0 0.0
Interest paid -72.1 -55.5 -42.3 -35.8 -34.3 -36.5
Other 0.0 0.0 0.0 0.0 0.0 0.0
Change in cash 42.9 36.8 -83.0 25.0 -13.9 -30.0
Cash as of eop 156.6 193.3 110.3 135.4 1215 91.5

Source: Company data, IPOPEMA Research
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Investment summary

Positive revaluations in 2Q19 and 3Q19 support NAV development

In 2Q19, Capital Park reported operating profit of PLN 87m supported by a PLN 69m gain on
property revaluation. According to the company, negative PLN 21m related to EURPLN rate and
a PLN 92m gain in the valuation of investment properties, mainly related to the Fabryka Norblina
project. Given a weaker PLN versus EUR at end-3Q19 (4.37x vs 4.25x at end-2Q19), we
estimate that Capital Park will report further positive revaluation of investment properties of
around PLN 50m in 3Q19 and loss on measurement of financial liabilities of nearly PLN 30m.
Assuming FFO generation of PLN 53m in 2019E and PLN 48m in 2020E and a positive
revaluation of Fabryka Norblina, we expect the company to report NAV growth of 6% y/y in 2019
and 4% yly in 2020.

Potential cash inflow from disposals

On 17 September, the company signed the letter of intent regarding the disposal of 100% of the
shares of its subsidiary that owns Eurocentrum Office Complex located in Warsaw. The project
consists of four office buildings with a total GLA of 85k sgqm and an occupancy rate of 96% as of
end-2Q19. The book value of the complex stood at PLN 906m as of end-2Q19, while outstanding
debt amounted to PLN 500m, implying an NAV of PLN 406m (or PLN 3.75 per share).

The company also owns a plot of land near the office complex where it plans to construct a
mixed-use project offering GLA of around 28k sgm, including a 217-room hotel and around 390
premium apartments for rent. In August, the company signed the preliminary agreement
regarding the disposal of the plot for PLN 85.5m, though the buyer pulled out in September. As of
end-2Q19, the book value (adjusted to the transaction value) amounted to PLN 85m with no debt
outstanding, implying NAV per share of PLN 0.79 per share.

Figure 2. Capital Park — NAV per share break-down as of end-2Q19 (PLN)
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Source: Company, IPOPEMA Research

Tender offer of PLN 5.84 per share at 40% discount to 2Q19 NAV

In our opinion, the PLN 5.84 per share offer price does not fully reflect the fair value of the
company given its development pipeline and NAV of income-generating assets. Based on 2Q19
numbers, the NAV of income-generating assets is PLN 6.59 per share with the majority related to
Eurocentrum Office Complex (PLN 3.75/share) and Royal Wilanéw (PLN 1.72/share).
Additionally, we estimate that the Fabryka Norblina project, which is under construction, will allow
the company to recognize a total positive revaluation of PLN 129m in 2019-21. Capital Park
shares currently trade at a 40% discount to reported 2Q19 NAV (PLN 9.78/share) and a 35%
discount to reported 2Q19 BVPS (PLN 9.03/share).
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Key risk factors

The key risk factors to our valuation and estimates are:

Potential pressure on rental rates and yields. Capital Park operates mainly in the
Warsaw office market in Warsaw. Capital Park is developing the ArtN project near the
Rondo Daszynskiego district, where we estimate that around 300k sgm of new office
space will be created in 2019-21. This may put downward pressure on rental rates in
Warsaw, resulting in less favourable yields. Also macro conditions could deteriorate in
Poland which could result in the loss of tenants in the existing areas.

Delays in development schedule. The company has two projects in the pipeline, with
ArtN under construction and Eurocentrum in the early planning phase. Our forecasts only
assume the development of the ArtN project, but any delays (related to administrative
issue, construction delays etc) may create the risk of later recognition of revaluation gains.

Risk related to loss of tenants. Any potential loss of tenants for office and retail space,
as well as difficulties in finding such tenants for the vacant space and for development
projects, could result in lower rental income and the valuation of the property. In addition,
low occupancy rates would impact the company’s ability to raise bank financing or dispose
of projects.

Risk related to the increase of construction costs. Capital Park’s ArtN project is under
construction. As of end-2Q19, the company estimated the remaining capex on ArtN at
PLN 615m. Any potential increase in construction costs may result in lower profit
recognized on the project and in lower cash generation in the long-term.

Risk related to the valuation and the disposal of investment properties. As of end-
2Q19, the value of investment properties accounted for around 90% of value of total
assets. Any inappropriate assumptions might lead to a mis-valuation of property, with the
book value not reflecting the fair value properly. Additionally, the revaluation of properties
due to different economic conditions could impact the financial results.

Changes in the EUR/PLN exchange rate. The value of investment properties and bank
debt is sensitive to the EUR/PLN exchange rate, as the valuation is based on the
EUR-denominated rents, while the company reports its financial results in PLN. An
increase/decrease in the EUR/PLN exchange rate results in higher/lower values of
investment properties and financial liabilities denominated in EUR.

Shareholder structure. In March, Madison International Realty LLC, a global real estate
investment company, signed a preliminary agreement regarding the acquisition of 65.99%
of shares in Capital Park S.A. from Patron Capital Partners. The transaction was
completed in May 2019 and Madison increased its stake to 66% in July 2019.
Furthermore, Madison International Realty has the call option to acquire an additional
5.5% in shares from the Patron Townsend S.a.r.l., however no more details have been
provided.

ipopema
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Valuation

We value Capital Park using the NAV valuation method (100% weight) and a multiples valuation
(0% weight only for presentation purposes).

Figure 3. Capital Park — Valuation summary

Valuation method Weight (%) FV (PLN/share)
NAV valuation 100% 8.99
Multiples valuation 0% 9.74
Fair value 8.99
Current price 6.13

Upside/downside

47%

Source: Company, IPOPEMA Research

NAV valuation

We base our NAV on the fair value of the company’s properties deducting financial liabilities,
deferred tax liabilities and provisions for each respective year. Our valuation includes the
development of the ArtN project (assuming completion in 1Q21) and excludes the development of
the Eurocentrum Hotel & Residence project (we assume the value of the project at the recent
transaction value). We arrive at a FV for Capital Park of PLN 8.99 per share using the NAV

method.

Figure 4. Capital Park — NAV valuation (PLN m)

(PLNm) 2019E 2020E 2021E 2022E 2023E
(+) Investment property 2,282.6 2,534.8 2,844.9 2,844.9 2,844.9
(+) Investments in jointly controlled entities 40.7 40.5 43.0 46.0 49.0
(+) Financial assets 22.8 22.8 22.8 22.8 22.8
(+) Cash and cash equivalents 135.4 121.5 91.5 136.5 192.2
(-) Long-term debt 1,265.2 1,461.8 1,683.8 1,683.8 1,683.8
(-) Short-term debt 45.4 45.4 45.4 45.4 45.4
(-) Deferred tax liabilities & provisions 136.7 136.7 136.7 136.7 136.7
(-) Non-controlling interests 0.0 0.0 0.0 0.0 0.0
(=) NAV (PLNm) 1,034.0 1,075.6 1,136.3 1,184.3 1,243.0
Number of shares (m) 108.3 108.3 108.3 108.3 108.3
NAV/share (PLN) 9.54 9.93 10.49 10.93 11.47
Discount factor 98% 92% 86% 80% 75%
NAV/share (PLN) 9.4 9.1 9.0 8.8 8.6
PV (LY
Current price (PLN) 6.13
Upside/downside (%) 46.6%
Source: Company, IPOPEMA Research
Figure 5. Capital Park — WACC calculation
2019E 2020E 2021E 2022E 2023E
Risk free rate (%) 2.8% 2.8% 2.8% 2.8% 2.8%
Levered beta (x) 2.0 2.1 2.2 2.1 2.1
Risk premium (%) 5.0% 5.0% 5.0% 5.0% 5.0%
Cost of Equity (%) 12.7% 13.3% 13.7% 13.4% 13.2%
Cost of Debt (%) 3.0% 3.0% 3.0% 3.0% 3.0%
Tax rate (%) 19.0% 19.0% 19.0% 19.0% 19.0%
After tax cost of debt (%) 2.4% 2.4% 2.4% 2.4% 2.4%
WACC (%) 7.1% 7.0% 7.0% 7.0% 7.0%
Source: Company, IPOPEMA Research
Figure 6. NAV/share valuation sensitivity (PLN)
Yield (%)
-0.50% -0.25% 0.00% 0.25% 0.50%
-5.0% 9.43 8.91 8.43 7.99 7.58
Percentage change of -2.5% 9.73 9.20 8.71 8.26 7.84
rental rate (EUR/sqm) 0.0% 10.02 9.48 8.99 8.53 8.10
2.5% 10.32 9.77 9.26 8.80 8.36
5.0% 10.62 10.06 9.54 9.06 8.62
Source: Company, IPOPEMA Research
[ ]
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Figure 7. NAV/share valuation sensitivity (PLN)
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Source: Company, IPOPEMA Research

Peer comparison

We present a multiple valuation by comparing Capital Park to Polish and European commercial
developers, based on the P/BV multiple. Due to different business models and scale of operation,
we give 0% weight to the method. Based on the P/BV valuation, Capital Park currently trades at a
35% discount to its 2Q19 BV and around a 40% discount to its peers in 2019-21E.

Figure 8. Capital Park — Peer comparison

Company BBG Ticker Price mCap P/BV (x)

(local) (PLNm) 2019E 2020E 2021E
Echo Investment ECH PW Equity 4.78 1,973 1.26 1.19 1.16
Globe Trade Centre GTC PW Equity 9.3 4,516 0.96 0.93 0.92
Immofinanz AG IIA AV Equity 26.10 12,639 0.95 0.93 0.90
CA Immobilien CAI AV Equity 33.65 14,365 1.14 1.08 1.04
Unibail-Rodamco-Westfield URW NA Equity 130.95 78,287 0.65 0.66 0.68
Atrium European Real Estate ATRS AV Equity 3.7 6,045 0.77 0.79 0.78
S Immo SPI AV Equity 22 6,360 117 1.13 1.10
Median 0.96 0.93 0.92
Capital Park CPG PW Equity 6.13 664 0.62 0.60 0.56
Premium/discount (%) -36% -36% -39%
Implied FV/share (PLN) 9.53 9.63 10.05
Average implied FV/share (PLN) 9.74

Source: Company, IPOPEMA Research
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Forecast revisions

Figure 9. Capital Park —revision of forecasts (PLN m)

2019E NEW 2019E OLD change2020E NEW 2020E OLD change2021E NEW 2021E OLD change

Rental income 123.5 121.0 2% 123.8 121.3 2% 139.7 136.7 2%
Direct property operating expenses -31.3 -30.7 2% -31.4 -30.8 2% -35.3 -34.5 2%
Net operating profit 92.2 90.3 2% 92.4 90.6 2% 104.4 102.2 2%
Administrative expenses -14.6 -14.6 0% -11.1 -11.1 0% -12.7 -12.7 0%
Gain/loss on property revaluation 78.0 -1.1 n.m. 3.6 6.8 -47% 25.0 39.8 -37%
Other operating income (cost) net 6.5 8.1 -20% -1.7 -1.6 6% -2.5 -2.4 5%
EBITDA 162.5 83.2 95% 83.8 85.1 -2% 114.8 127.4 -10%
EBIT 162.0 82.8 96% 83.3 84.7 -2% 114.3 126.9 -10%
EBIT adj.* 84.1 83.8 0% 79.7 77.9 2% 89.2 87.1 2%
Financial income (cost) net -33.1 -32.7 1% -31.9 -315 1% -34.6 -34.3 1%
Gain/loss on remeasurement of fin. liabilities -6.1 6.6 n.m. 0.0 0.0 n.m. 0.0 0.0 n.m.
Pre-tax profit 122.8 56.7 116% 51.4 53.2 -3% 79.6 92.6 -14%
Income tax -23.3 -10.8 116% -9.8 -10.1 -3% -15.1 -17.6 -14%
Net profit 99.5 46.0 116% 41.6 43.1 -3% 64.5 75.0 -14%
Net profit adj.* 41.3 41.4 0% 38.7 37.6 3% 44.2 42.8 3%
Source: Company, IPOPEMA Research
3Q19 outlook

We expect the company to report revenues of PLN 31m in 3Q19 (-15% yly due to
deconsolidation of investment funds, comparable g/q). We forecast EBIT of PLN 67m and EBIT
ex. revaluations of PLN 17m (-29% yly, comparable g/q). Given the weakening of PLN versus
EUR in 3Q19 (4.37x as of end-3Q19 vs. 4.25x as of end-2Q19) we estimate that Capital Park will
report positive revaluation of investment properties of around PLN 50m in 3Q19 and a loss on
measurement of financial liabilities of nearly PLN 30m. On the bottom line we forecast a profit of
PLN 24m (vs. PLN 5m in 3Q18).

Figure 10. Capital Park 3Q19 forecast

PLNm 3Q18 4Q18 1Q19 2Q19 3Q19E yly
Revenues 36.6 39.0 32.3 31.7 31.0 -15%
Costs related to inv.prop. -9.1 -9.7 -8.6 -8.0 -8.1 -11%
G&A costs -1.2 -3.4 -5.5 -6.7 -6.0 350%
Revaluation of inv.prop. -37.9 12.2 3.6 69.4 50.1 -232%
EBIT -13.9 36.2 28.7 86.9 66.6 -584%
EBIT adj. 24.0 24.0 25.1 17.5 16.5 -29%
Net financial costs 16.5 -22.1 -10.6 -4.2 -37.3 -325%
Pre-tax profit 2.7 14.1 18.1 82.7 29.3 1031%
Income tax 14 8.4 -2.4 -17.8 -5.6 -515%
Net profit 5.1 20.8 15.7 64.9 23.7 380%

Source: Company, IPOPEMA Research
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Finansowego), Pigkna 20, 00-549 Warsaw, Poland.

This document has been prepared by IPOPEMA Securities S.A.as a part of the Warsaw Stock Exchange Research Coverage Support Program (“Program") and was commissioned by the Warsaw
Stock Exchange SA ("WSE"). Information about the Program is available at https://www.gpw.pl/gpwpa. The copyright to the document is vested in the WSE. For preparation of the document,
IPOPEMA Securities S.A will be remunerated by the WSE on the terms specified in the agreement concluded between IPOPEMA Securities S.A and the WSE.

This document was prepared by IPOPEMA Securities S.A. for information purposes only. This document is addressed to IPOPEMA Securities S.A. clients entitled to receive it on the basis of
contracts for the provision of services. This document, using media distribution channels, may also reach other investors. It has been produced independently of the company mentioned in this
document and any forecasts, opinions and expectations are entirely those of IPOPEMA Securities S.A. Unless otherwise specified, the estimates and opinions contained in the document
constitute an independent assessment of IPOPEMA Securities S.A. analysts preparing the document as of the date of issuing the document.

IPOPEMA Securities S.A. prepared this document with the preservation of all adequate diligence, thoroughness and reliability on the basis of publicly available information which IPOPEMA
Securities S.A. believes to be reliable. While due diligence has been taken by IPOPEMA Securities S.A. to ensure that the facts stated herein are accurate and that any forecasts, opinions and
expectations contained herein are fair and reasonable, IPOPEMA Securities S.A. has not independently verified all the information given in this document. Accordingly, no representation or
warranty, express or implied, is made as to the fairness, accuracy, completeness or correctness of the information and opinions contained in this document. The opinions expressed in the
document can change without notice and IPOPEMA Securities S.A. is under no obligation to keep these opinion current. None of the IPOPEMA Securities S.A. or any other person accepts any
liability whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith. This document nor any copy hereof is not to be
distributed directly or indirectly in the United States, Australia, Canada or Japan.

This document does not constitute any offer to sell or induce any offer to buy or sell any financial instruments, can not be relied on in connection with any contract or liability and does not constitute
advertising or promotion of a financial instrument or the company. Investment decisions should only be made on the basis of a prospectus or other publicly available information and materials.

The document was prepared without taking into account the needs and situation of the recipients of the document. When preparing the document, IPOPEMA Securities S.A. does not examine the
recipient's investment objectives, risk tolerance level, time horizon and financial standing of the investors. The company or the financial instruments discussed in the document may not be suitable
for the users of the document, i.e. it may not be suitable for the specific objectives and time horizon or the financial situation. Information included in the document can not be regarded as a
substitute for obtaining investment advice service. The value of financial instruments may fluctuate, including declines. Changes in FX rates may have an adverse effect on the value of
investments. The investment in financial instruments is linked to investment risks including loss of entire or part of the invested capital. Past performance is not necessarily indicative of future
results. IPOPEMA Securities S.A. points out that the price of financial instruments is affected by many different factors that are or may be independent of the company and the results of its
operations. These include, among others changing economic, legal, political and tax conditions.

Investors should be aware that IPOPEMA Securities S.A. or its related entities may have a conflict of interest that could affect this document’s objectivity. The investor should assume that
IPOPEMA Securities S.A. or its related entities may provide services in favour of the company and obtain remuneration on this account. They may also have another financial interest with respect
to the company. IPOPEMA Securities S.A. or its related entities may seek to do business with the company or other entities mentioned in this document. IPOPEMA Securities S.A. has an
organizational structure and internal regulations in place to ensure that the client’s interests are not compromised in the event of a conflict of interests, in relation to preparing this document. This
document was prepared irrespective and independently of the interests of IPOPEMA Securities S.A., the company that is the subject of this document and holder of financial instrument issued by
aforementioned company.

IPOPEMA Securities S.A. uses a number of valuation methodologies including discounted cash flows models (such as discounted operating earnings or dividend discount model), and earnings
and cash-flow based models, which are often related to comparisons with selected peer companies. Cash flow models encapsulate the cash streams forecast to flow to a company, and are widely
used in the investment industry. Peer comparisons factor in amongst other factors, differential growth rates, and indicate how expensive one company might appear relative to a chosen
comparator. The subjective opinions of the document’s author or authors, formed by their knowledge and experience, play a significant role in the valuation. Also included are assumptions on
numerous economic variables, particularly interest rates, inflation and exchange rates and varying these assumptions could results in significantly different opinions. The strength of the earnings
and cash flow based models is the closer attention to a company on a standalone basis, and tying the valuation to its fundamental value. The weakness of such method is the number of
assumptions, which need to be adopted and resulting sensitivity to those assumptions. The peer comparisons methods are less dependent on the analyst’s judgment as to the individual
parameters, however the problem with this method appears when the peer comparator is over- or undervalued. Moreover, leading multiples (based on the future earnings, book values, operating
profit or cash flows) include an analyst’s estimate of those values.

This document was not transferred to the company prior to its publication. This document was prepared according to the author’'s own view, assumptions and knowledge.

It is intended that the analytical report concerning the company will be updated at least twice a year starting from the date of publication of the initiating report, and in the event of key operations
and/or changes in the assumptions underlying the report.

Recommendations issued by IPOPEMA Securities S.A. they are valid for a period of 12 months from the date of issue, unless they are updated during this period. IPOPEMA Securities S.A.
updates the issued recommendations depending on the market situation and subjective analysts' assessment. In the last 12 months IPOPEMA Securities S.A. has prepared recommendations
concerning the company.

The date and the time stated on the front page is the date of the publication of this document. The price used throughout the recommendation to calculate adequate ratios is the “last” price stated
on the front page of this document.

The definitions of terms used in the document include:

NII — Net interest income — interest income minus interest expense.

Net F&C — Net fee and commission income — fee and commission income minus fee and commission expense.

LLP — loan loss provisions — an expense set aside as an allowance for bad loans.

NPL — non-performing loan — loans that are in default or close to be in default.

Cost/Income — operating expenses divided by total banking revenue.

ROE - return on equity — net income (or adjusted net income) divided by the average shareholders’ equity.

ROA - return on assets — net income (or adjusted net income) divided by the average assets.

EBIT — earnings before interests and tax.

EBITDA - earnings before interests, tax, depreciation and amortization.

EPS - earnings per share — the net income (or adjusted net income divided by the number of shares outstanding.
P/E - price to earnings ratio — price divided by earnings per share.

PEG - P/E ratio divided by the annual EPS growth, usually over a certain period of time.

CAGR — compound annual growth rate.

BVPS — book value per share, the book value of the Company’s equity divided by the number of shares outstanding.
P/BV — price to book value - price divided by the BVPS.

DPS - dividend per share — dividend of a given year divided by the number of shares outstanding.

DY — dividend yield — dividend of a given year divided by the current price.

DDM - dividend discount model — a fundamental method of valuation based on the assumption that the value of stock equals the sum of all discounted future dividends.
FV — Fair Value, calculated based on valuation methods outlined in the document.

The author of this document has no conflict of interest with the company that is the subject of this document.

Investors should be aware that flexible part of the author’'s compensation may depend on general financial performance of IPOPEMA Securities S.A.

IPOPEMA Securities S.A. shall act with due diligence, honestly, fairly, professionally and in accordance with the provisions of the applicable law.

IPOPEMA Securities S.A. does not guarantee achieving the investor’s investment objective, the performance of company or prospective prices referred to herein.

When applying ratings for companies following criteria are used with regards to the difference between IPOPEMA’s FV and company’s price at the date of recommendation:

Rating Difference between FV and price at recommendation
Buy Above 10%
Hold In between (and including) -10% and 10%
Sell Below 0%

IPOPEMA Research - Distribution by rating category (Jul 1 — Sep 30, 2019)

Number %
Buy 18 58%
Hold 10 32%
Sell 3 10%
Total 31 100%
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Rating History —Capital Park

Date Recommendation Fair Value Price at recommendation Author
30/07/2019 BUY 8.50 5.44 Marek Szymarski
11/10/2019 BUY 8.99 6.13 Marek Szymariski
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