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Attractive turn-around story ahead

We initiate coverage on Austria’s 2" largest construction company with
a Buy recommendation and target price of EUR 24.4.

The industry has bottomed out, many peers went into default with the most
prominent being Alpine, which provides plenty of construction output to be
grabbed on markets that PORR focuses on (EUR 2.2bn in Austria and
Germany only). PORR aims at intelligent growth relying on its strong
market position and excellent know how.

PORR’s new management has started to focus on the right issues to
raise attractiveness from investor’s point of view. Management aims to
sustainably improve efficiency, reduce working capital, gradually
eliminate its currently high net debt position and reduce its total balance
sheet to bolster its equity ratio.

Management targets a capital increase in 2015 at the latest, having
authorized 50% new shares to be sold. This SPO would add some strong
arguments for the share — an increased tradebility would be just one of
them.

Even by remaining well behind PORR’s medium term targets (EBT of
3%, Net debt to zero), the depicted growth path provides an attractive
investment case. EPS is expected to more than triple until 2015 vs. 2012.
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SWOT analysis

Strengths

Strong market position in Austria and
Germany

Good network to gain new contracts
New management sets right focus
and measures to strengthen financial
position

Opportunities

Significant leverage ahead from
efficiency gains and debt reduction
Capital increase (re-IPO) to raise
attractiveness for investors
Construction industry slowly gaining
pace again after bottoming out

Weaknesses

Threats

Weak balance sheet structure
High indebtedness — high cost of

debt
Hardly any liquidity in stock

Negative industry sentiment after
Alpine default could raise price of

refinancing of bonds
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PORR is turnaround story

Management has right focus

Weak balance sheet structure
partially offset by
development portfolio

Capital increase scheduled
for 2015, at latest

Our model assumptions leave
plenty of additional potential

Company profile
Investment Story

The story of PORR is a classic turnaround story. The industry has
bottomed out and many peers have gone into default. The most prominent
is Alpine, which provides plenty of construction output to be grabbed in the
markets that PORR focuses on (EUR 2.2bn in Austria and Germany alone).
Price pressure should be eased as well, as Alpine was among the most
aggressive players in this respect.

Apart from the improving market conditions and environment, PORR’s new
management has started to focus on the right issues to raise attractiveness
from the investor’s point of view. Management aims to sustainably improve
efficiency, reduce working capital, gradually eliminate its currently high net

debt position and reduce its total balance sheet to bolster its equity ratio.

The balance sheet structure is weak at the moment, with net debt of EUR
677mn and an equity ratio of 15.7% (FY12). One has to bear in mind,
though, that the real estate development portfolio of around EUR 480mn is
ready for sale upon finalization. PORR aims to gradually reduce the strong
impact of this business area by developing less and off-balance.

Management has also already stated its intention to target a capital
increase in 2015, at the latest, having authorized 50% new shares to be
sold. This SPO would add some strong arguments for the business case,
as it would bolster the balance sheet structure, bring down indebtedness,
pay back the expensive part of the profit participation rights (EUR 40mn;
13% dividend) and create an attractive free float, among others.

Our model and valuation assumptions do reflect some efficiency gains
going forward, but leave plenty of additional potential to be exploited. This
can be seen by the fact that we have not incorporated PORR’s mid-term
targets in terms of the EBT margin of 3% and wiping out net debt. Still, we
do arrive at an attractive business case providing attractive upside, while
incorporating a liquidity discount of 25% that will be removed with the
targeted capital increase (which we have not reflected in our model). Our
valuation assumptions including a cost of equity of 15.4% (WACC at 7.8%),
which shows our conservative valuation approach.
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PORR History

Foundation of Allgemeine 6sterreichische Baugesellschaft

First listing on stock exchange

Construction of seven exhibition pavilions and numerous hotels for World Exhibition in
Vienna

Merger to become Allgemeine Baugesellschaft — A. Porr Aktiengesellschaft

Pioneering projects such as Grossglockner Alpine Road
Construction of various power plants, roads, railways and industrial facilities

Executing large-scale general contractor projects
Construction of many office and commercial buildings such as Ringturm Tower in
Vienna
PORR - international success
Extensive reorganization and founding of powerful PORR Bau GmbH
Corporate wording change
Allgemeine Baugesellschaft-A. Porr Aktiengesellschaft in PORR AG
Source: Company data
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Management

CVs of PORRs board members

CEO Karl-Heinz Strauss

After graduating from the
technical college of civil
engineering, Karl-Heinz
Strauss studied at Harvard
University, the MBS in St.
Gallen and gained his MBA
from the IMADEC
University in Vienna. Until
2000, he worked in various
positions at RZB, including
in the construction and real
estate divisions. He then
founded Strauss & Partner
Immobilien GmbH; one of
its best known projects is
the EURO PLAZA at
Wienerberg. In September
2010, he took over as CEO
of PORR AG.

CFO Christian Maier

Christian Maier graduated
in mechanical engineering
from HTBL Kapfenberg,
before going on to study
business administration
and geology in Vienna. His
career led him to
Creditanstalt and Bank
Austria before moving to
UIAG. As CFO at UIAG
from 1998, Maier played a
key role in the company's
success and then in 2003
he took up the post of CFO
at Constantia Industries.
Maier was appointed CFO
of PORR AG on February
1, 2012.

COO J.Johannes Wenkenbach

After graduating from Delft
Technical University,
Wenkenbach began his
career at the Dutch
construction company
Ballast Nedam Groep.
Wenkenbach has built up
his international expertise
in the construction industry
throughout his career in
various international
construction companies
such as Royal BAM Group
and Wayss & Freitag
Ingenieurbau AG. Most
recently, Wenkenbach was
COO of the El Seif Group in
Saudi Arabia and was
responsible for the
infrastructure division in his
role as vice president.

Source: Company data
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2012-Oct: Strauss-Group
acquired B&C stake

2013: Small capital increase
(10%), share merger, share
split

Syndicate contract valid until
2022

Stake to be reduced to 50%+1

in medium term

Streamlining of capital
structure in 2013

Shareholder Structure development 2012-06 until 2013-08
100%

11.57% 8.17% O

90% 1 22.22%
80% -
70% -
60% -

50% - Syndicate

26.28%

40% | Syndicate Syndicate
74.65%
30% - 72.23%

20% -

10% -

0% -
2013-08 2012-12 2012-06
Source: Company data

In October 2012, Strauss-Group acquired a 37.9% stake from B&C Group
and UniCredit, entering the syndicate agreement between B&C and Ortner
Group to replace B&C. After a mandatory takeover bid, the new syndicate
held a stake of 74.65%, out of which about 4% was offered to
management.

In May 2013, PORR issued about 288k (or 10.7%) new shares at a price of
EUR 72, adding about EUR 20.7mn of capital. Together with the merger of
preference (642k) and ordinary shares (2.33mn), the number of shares was
split 1:4. The actual number of shares is therefore 11.9mn.

Following the latest share transactions, the syndicate between Strauss-
Group and Ortner-Group now holds slightly below 68%. The syndicate
contract is set for 10 years and hence is valid until 2022.

In the medium term, the syndicate aims to reduce its stake to 50%-+1 share.
The MB is therefore authorized to issue up to 50% new shares within the
next five years, although it seems that a major capital increase could
already take place in 1H14, which would aim to bolster the currently weak
balance sheet structure.

After the Strauss-Group took over the majority stake, the current
management started to streamline and improve the company’s capital
structure. In 2013, a small capital increase was done, common and
preference shares were merged and shares were split 1:4. Total
shareholders’ equity still consists of capital participation certificates and
profit participation rights. For more details, see further below.
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Business and operations

PORR is a full service construction provider and developer that is active in
DACH, CEE as well as in the Middle East.

PORR — company structure

PORR AG

Porr Bau GmbH

Business Unit 1 - DACH Business Unit 2 - CEE/SEE Business Unit 3 - Business Unit 4 -
Structural & civil engineering Structural & civil engineering International Infrastructure

Business Unit 6 - Real Estate Business Unit 5 - Environmental engineering
Strauss & Partner Development GmbH TEERAG-ASDAG AG (incl. In BU 1)
PORREAL Immobilien Management GmbH Porr Equipment Services GmbH
UBM Realitatenentwicklung AG Other Subsidiaries

Source: Company data

Business Segment overview

From the geographic point of view, PORR defines home markets and
international markets as follows.

= Home markets — refers to five core countries consisting of Austria,
Germany, Switzerland, the Czech Republic and Poland. PORR
offers its entire product portfolio on these markets. Home markets
contributed 93.2% in 2012. Development is primarily attributable to
these areas.

International markets — refers rather to a limited offer range than
to a geographic one. PORR addresses these markets as rather
project-specific or as certain niches, where it can be profitable
(mainly in the infrastructure business or its ‘export’ know-how). This
export know-how covers e.g. tunnel construction (e.g. Qatar, Saudi
Arabia), ‘solid railway’, or special earthworks. The export know-how
is, of course, also offered on the core home markets.
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Six segments after restructuring Following the restructuring efforts in 2011, PORR switched from an
industry-specific segmentation to a mixed segmentation combining both

geographic as well as industry related aspects.

From an operating performance, BU1 and BU2 have traditionally been the
strongest contributors to the overall business. Following the signing of the
biggest contract in the company’s history in June (EUR 945mn in Qatar),

2012: Total output — segment break down

BU 6 Real
Est

BU 5
Umwelttech
3%

BU4
Infrastructure
16%

BU 2 CEE
13%
Source: Company data

1H13: Order book — segment break down

Holding
Hol

BU 5
1%

Source: Company data

BUs 3 and 4 are about to gain importance.

Segment Business Unit 1 — DACH. PORR acts as a full-service
provider in Austria, Germany and Switzerland. Besides the geographic
segmentation, BU1 also reflects the business of TEERAG-ASDAG-
Group (road construction).

Segment Business Unit 2 — CEE/SEE. Poland and the Czech
Republic, which are classified as PORR’s home market, are reflected in
BU2 as well as the remaining business of CEE/SEE. While PORR offers
its entire product range, business in other CEE/SEE countries is rather
project-specific. Currently, project activities are being executed
especially in Romania, Bulgaria, Serbia and Slovakia.

Segment Business Unit 3 — International. This segment is the least
important (at least to date) and is shown together with the holding
performance (consolidation, overhead). It might grow in importance,
though, as it basically covers Qatar, Oman and Saudi Arabia. Qatar in
particular could provide further contracts as it prepares for the soccer
World Cup in 2022.

Segment Business Unit 4 — Infrastructure. PORR offers all main
areas of infrastructure construction, hence tunnel-, rail-, bridge
construction and soil engineering, as well as large projects in the areas
of road-, plant construction and construction engineering.

Segment Business Unit 5 — Environmental engineering. Apart from
environmental remediation, waste and renewable energies, PORR
Umwelttechnik also develops, constructs and operates dumps and
sorting plans in Austria, Germany and Serbia. Volume-wise, Austria is
the most important market in this respect. The recently acquired Prajo
Group, which adds know-how in the recycling business, further
strengthens PORR’s position on the Austrian market and enables better
usability of used construction material.

Segment Business Unit 6 — Real Estate. The focus lies on office-,
industry-, tourism- and hotel concession models as well as hospital- and
large infrastructure projects. Austria and Germany are the main places
of interest from a geographic point of view. About two thirds of the
developments seen on the balance sheet are for sale.
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2012: Total output by country Austria is the largest market (see 2012: total output by country) by far and
PORR is the strongest player together with STRABAG. Together with the
Switzerland ?g;r other home market countries, it provides a solid basis for PORR’s
2% _&oeh ée; ‘mtelllgent_expansmn’, as the. company galls it. Undt_—zr t_h|_s buzzword, PORR
Poland 59 describes its gradual expansion plans aimed at capitalizing on markets with
8% strong market positions and expansion into niches where it offers
significant know-how that translates into adequate profitability. This should
Germany help to gradually improve operating profitability, the capital structure and
11% Austria reduce net debt.

67%

The strategic positioning broken down on PORR’s business units provides
more detail on its intelligent expansion plans broken down on business
units.

Source: Company data . L
Strategic positioning — segment breakdown

1 -DACH E======) | AUT optimize, GER increase,
(AUT, GER, SUI) SUI selective expansion
2 - CEE/SEE ) consolidate, but selective
(POL, CZE + CEE/SEE) expansion in PL & CZ
3 - International — profitable expansion
(Qatar, KSA, Oman) (tunnel- & rail constr,, soil engineering)
— directed expansion
4 - Infrastructur (tunnel- & rail construction)
5 — Environmental engineering . mr
(AUT. SRB, GER) | — AUT: defend position
6 - Real Estate gradual reduction
— cherry picking
Source: Company data
New focus in CEE after failed PORR started to expand in CEE many years ago, but following the
volume expansion aftermath of the financial crisis, unprofitable projects and/or receivables

write-downs, it is consolidating its business at the moment. While partially
finalizing unprofitable projects, the new focus is to only offer services in
certain profitable market niches in the areas of tunnel-, rail-, bridge
construction (PORR’s export products) and infrastructure projects that are
mainly co-financed via EU funds.

Middle East provides The Middle East region currently offers interesting growth potential ahead

attractive growth potential of the soccer World Cup in Qatar in 2022. PORR is present in Qatar, Oman
and Saudi Arabia, where it acts as a provider of premium and specialized
(infrastructure) services, offering its export products (tunnel-, rail-, bridge
construction). The solid budgetary situations in the mentioned countries
provide an attractive (low) risk profile for PORR.

Balanced client structure and PORR has a well-diversified client structure and, apart from its largest

order book contract in the order book, which is the ‘Green-Line project’ of the Doha
metro (with a value of EUR 945mn for PORR), it also has a well-diversified
order book (1H13: EUR 4.8bn). The Doha metro project reflects 20% of the
order book; the top 5 contracts have a 29% share, the top 10 have 32%.
The Doha metro project matures in 2018, while many other large projects
mature in 2014 and 2015. Given the large Doha metro order, the output
share of the core markets, which was 94% in 2012, might be diluted to
around 87-90% in the coming years. The current order book shows about
76% in the core markets.
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Construction market to
improve slightly

We concentrate on core
market growth given its >90%
output share

Alpine’s EUR 3.2bn output
volume to be spread

Market development

The situation on the construction market has started to improve lately, at
least in some countries. PORR keeps its focus on European core markets
with a sound credit-worthiness and (rather) stable development and
opportunities. While the DACH region is expected to post a mild CAGR12-
15 of 1.1-2.5%, Poland and the Czech Republic are seen to stagnate over
the 2012-15e period.

2009-2015e: Construction market growth (PORR core markets)

15.0% 1 —AUSTRIA

——GERMANY
SWITZERLAND
——POLAND
CZECH REPUBLIC

10.0%

N\
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0.0% ‘ N
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-5.0% | /

-10.0% -

T
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Source: Euroconstruct

Given PORR’s focus on its core markets, we depict their development first,
leaving aside other CEE and Arab countries. We expect that, for the
coming years, these core markets will mainly pave the way for PORR’s
development. However, the export markets could supply some additional
potential.

The special situation following the Alpine default earlier this year should
help to open up additional opportunities in the core markets. We expect
Alpine’s market share to be mainly split among the big local players, like
PORR, offering growth opportunities even in a stagnating or slightly
growing market. Alpine had its strongest presence in Austria (4.8% market
share) and Germany (0.3%), but also had a meaningful presence in the
Czech Republic and Poland (no distinct values per country). Alpine’s
market position and output volume to be split are depicted in the table on
the left. For Austria and Germany alone, it amounts to EUR 2.3bn.

Alpine’s market position ahead of default (Output in EURmMN)

Country Position Output 2011
Austria No.2 1,550 mn
Germany Top 10 784 mn
Czech rep mid size 1
Poland mid size S Gl
Croatia leading player

Serbia Top 10 426 mn?

Bulgaria leading player
Romania Top 10

Total volume to be split 3,224 mn
Y also incl. RUS, HU, SK

2 also incl. GRE, TUR, ALB, BiH, KOS

Source: Alpine AR 2011
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Alpine’s default to ease price
pressure
appearance.

Apart from Alpine’s market becoming accessible, we assume that the price
pressure on the market will ease gradually, given Alpine’s aggressive

As we mentioned above, we see sufficient potential for PORR to
materialize its ‘intelligent’ growth strategy, even in stagnating markets.
Nevertheless, we want to present some market stats in the graphs below
that depict the current and expected market size and growth for PORR’s
core markets (left-hand graph) compared to PORR’s output volume and
CAGR12-15e growth (right-hand graph).

2012 & 2013e: Construction market size & growth
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Source: Euroconstruct, company data, Erste Group Research
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Crisis forced PORR to alter
management approach

Working capital has been
improving

Financials
Historic financial development

Before the financial crisis hit in 2008, PORR aimed to grow its volumes at
the expense of profitability, thereby increasing its risk exposure in many
CEE countries. As many contractors slipped into financial difficulties,
PORR was forced to write down receivables of EUR 82mn in CEE in 2011.
As new management took over in 2012, introducing a healthier
management approach, with a focus on working capital and ROCE
optimization, PORR’s financial situation started to improve.

PORR’s financial history: Output, revenues and EBIT margin 2006-12

mmm Output volume Revenue
3,500 - . - 10.0%
EBIT margin EBIT margin adj.
3,000 - L 8.0%
2,500 -
- 6.0%
2,000 -

- 4.0%

1,500 4| 2.8% 2.5% o o
22%  2.2% L% ) -
1.4% - 2.0%

1,000 -

500 - - 0.0%

-1.4%

T T T T -2.0%
2006 2007 2008 2009 2010 2011 2012

Source: Company data; Erste Group Research

Working capital (WC) has been improving gradually in recent years. By
introducing the optimization program ‘Fitforfuture’, the current management
has also committed itself to an increased focus on WC improvement.
Improving the terms of payment with both suppliers and subcontractors and
instructing project managers to ensure a positive cash balance over each
project’s lifetime provides evidence to us that we should see PORR
increase its cash cycle efficiency further. As can be seen below, a
significant part of the net WC improvement in 2012 comes from increasing
short-term debt. We expect to see a reduction of ST debt in the future,
while WC should still improve further (see below).

Working & net working capital development (EURmMN)
250.0 4

200.0 4

150.0
100.0
“hllnd
0.0 + —

2007 2008 2009

-50.0 1
-100.0 -
-150.0 1 ™ working capital (WC)

200.0 1 ™ Net working capita (NWC)

-250.0 - NWC: st. assets -st. liabilites; WC: NWC excl. cash &sst. financial debt
Source: Company data, Erste Group Research

1H13 — Gradual improvement visible

Erste Group Research — Company Report 02 October 2013 Page 12



Erste Group Research — Company Report
PORR | Construction Materials | Austria
02 October 2013

Largest contract signed, While working on improving its efficiency, PORR managed to sign its

order book at all-time high largest contract in the company’s history. In a working group together with
local partners SBG and HBK, PORR will build a 16.6km metro tunnel and
six metro stations in Doha (Qatar) by 2018, with a total value of EUR
1.89bn. PORR will be responsible for 50% (EUR 945mn). With this
contract, PORR could further strengthen its order book to EUR 4.8bn —
another all-time high.

Working capital and With the P&L depicted below, we would like to highlight the WC
operating cash flow development in 1H13, which showed an improvement of almost EUR 60mn
improved yly yly. Also quite visible are the high financing costs and costs attributable to

the profit participation right. A gradual reduction of these costs and
profitability enhancements imply an attractive leverage to PORR’s business
case going forward.

PORR 1H13 results yly

PORR P&L EURmn 1H'12 1H'13 yly 2012
Order intake 1,612.0 2,722.0 68.9% 3,500.1
Output 1,195.0 12894 7.9% 2,891.0
Sales 995.9 1,041.8 4.6% 2,314.8
EBITDA 41.7 39.7 -4.9% 103.8
EBITDA margin 3.5% 3.1% 3.6%
EBIT 18.7 145 -22.1% 53.8
EBIT margin 1.6% 1.1% 1.9%
EBT -1.5 0.1 nm 22.0
Net profit -1.4 0.2 nm 17.3
profit participation right 2.8 4.073 455% 5.6
Net profit / shareholder -4.2 -3.8 8.3% 11.7
Net margin -0.4% -0.3% 0.4%
EPS -0.38 -0.32 1.07
CF from Result 17.8 20.1 72.0
OCF -89.4 -33.1 110.9
FCF -144.0 -65.6 2.6
Cash & CE 434 51.4 110.4

Source: Company data, Erste Group Research
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Mid-term targets suggest
significant improvement

Output volume to grow faster
than revenues

Own developments at equity
with positive impact on
revenues

PORR to grab some market
share from Alpine

Fitforfuture —
cost savings,
efficiency
improvement
program

Outlook for 2013e and beyond

PORR has communicated its mid-term targets, which, if met, would
significantly increase profitability. These targets refer to an EBT margin of
3% (EBT / total output) and getting rid of net debt. In 2012, PORR had an
EBT margin of 0.8%, while net debt was EUR 586.5mn based on PORR’s
calculation (cash — financial liabilities). This net debt figure translates into
EUR 577.7mn based on Erste Group Research calculation parameters,
which include short-term assets for sale and social capital.

PORR has signed large international contracts in recent months, where it
acts as part of a consortium. Such contracts include the ‘Green-Line’
project in Doha and tunnel projects in Germany and Austria. Given the size
of these projects and the fact that PORR will not deliver the entire project
scope, we assume that the gap between output volume and revenues will
increase going forward.

2011-2016e: Expected business development

6,000 - Order book r 8.0%
= Output volume r 7.0%
5,000 -

Revenue r 6.0%
4,000 - e EGT margin r 5.0%
F 4.0%
3,000 - r 3.0%
F 2.0%
2,000 - L 10%
- 0,
1,000 - 0.0%
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0 - r r r r r -2.0%
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Source: Company data, Erste Group Research

Own developments will be increasingly done in working groups where
PORR will no longer aim to have a majority stake. Hence, as the
construction work will go to a non-fully-consolidated entity, the profit margin
will consequently be reflected in output and revenues using the percentage
of completion (POC) method. So far, in the full consolidation case, PORR
could just activate costs during development, while the profit margin was
reflected in output and revenues only upon sale. This should, to some
extent, again narrow the output volume and revenues going forward, but
will not fully compensate for the impact from the large international
contracts.

We also expect PORR, as mentioned above, to grab some market share
from the defaulted Alpine — especially in the core markets. These should
help PORR to continue to build up its order book in the coming years.

Launched in 2012, the initial aim of the ‘Fitforfuture’ efficiency program was
to reduce costs by about EUR 70mn in 2012-14 by reducing material and
overhead costs and by process optimization. By revealing additional
potential to improve efficiency, such as centralizing procurement,
maintaining a positive cash balance throughout projects or optimizing the
cash conversion cycle, the entire optimization potential could be well above
EUR 100mn.

Erste Group Research — Company Report 02 October 2013 Page 14



Erste Group Research — Company Report
PORR | Construction Materials | Austria

02 October 2013

Project performance and risk
management is key for new
contracts

Profitability to improve
gradually - full potential not
factored in yet

M&A to strengthen presence
and product portfolio

Development business
burdens balance sheet

Development business to be
scaled down

Cash level at EUR 150-160mn
in September

In order to continuously improve its profitability and debt ratios, new
projects have to live up to the following conditions:

EBT margin > 3%

Cash in > cash out at any time during project realization

TOP 50 projects are monitored by the risk managers directly

Projects > EUR 50mn have to be approved by the management board

We see a slight improvement in terms of profitability in 2013e, but further
gains should be reachable in the coming years, although they are not
factored in yet. Economies of scale also play a certain role in this respect.

Acquisitions at PORR are intended to strengthen the local market
presence, adding additional know-how and hence broadening the product
portfolio. While working on streamlining the group’s subsidiary portfolio in
1H13, PORR acquired four entities in early 2H13. Two companies could be
acquired from the defaulting Alpine (GPS, Stump), while the others were
Prajo Group and Goidinger Bau & Beton. All in all, we would not expect the
acquisition price to be significant. As the price for Goidinger Bau & Beton,
GPS and Stump amounted to EUR 3mn, as was disclosed in the 1H13
report, we would suggest that the entire shopping spree could add up to a
low double-digit EUR amount.

PORR acquisitions in 2H13

Target Acquired Where Staff
Goidinger Bau & Beton 2013-Aug AUT/ Tirol 100
Grund-, Pfahl-, Sonderbau (GPS) 2013-Aug AUT 100
Stump Spezialtiefbau 2013-Aug GER, AUT, CZE, POL, 400
Prajo Group 2013-Sep AUT 200

Source: Company data, Erste Group Research

Balance sheet structure

The real estate development business is a massive burden to PORR’s
balance sheet, as PORR has so far kept majority stakes in the project
working groups. Going forward, PORR will be developing the project off-
balance, keeping minority stakes in the respective working groups, but still
being fully responsible for the development. Out of the EUR 734mn real
estate assets on balance in 2012, about two thirds, or about EUR 480mn,
refer to development projects that are aimed to be sold upon finalization.
Annual sales of development projects sum up to about EUR 150-200mn,
money that has to a large extent been reinvested in new projects.

In 2013, PORR aims to sell development projects for about EUR 200mn,
while only reinvesting EUR 150mn. With the development portfolio being
finalized to a large extent in 2015, this could be the time that PORR will
substantially scale down its development business. This process will
gradually help to improve the balance sheet structure, as will the fact that
PORR will develop off-balance going forward.

While the cash level was at EUR 51.4mn at the end of June, we were told
by management that the current level by the end of September is around
EUR 150-160mn. Such fluctuations mainly result from the status of the
development projects and the time that they are sold. Most of the
development projects in the past were majority-owned and had to be fully
consolidated. Starting this summer, PORR only takes minority stakes in
development projects up to 49%, while still being responsible for the project
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Simplified equity structure
with potential to improve

Profit participation rights are
costly

Expensive part of profit
participation rights to be
redeemed with SPO

Bonds make up about half of
debt capital

Bonds maturing in 2014-16,
total value: EUR 275mn

management. This approach will ensure a gradual reduction of the balance
sheet total and improve debt ratios.

Merging basic and preference shares in August this year marked the first
step in simplifying PORR’s equity structure. Apart from basic shares,
PORR still holds capital participation certificates (Kapitalanteilschein) and
profit participation right (Genu3schein). While the participation certificates
can be compared to preference shares, the profit participation right is
closer to the equity portion of hybrid capital.

Both, capital participation certificates (CPC) and profit participation rights
receive a preference dividend payment. In the case that there is no
dividend payout to ordinary shareholders, the payout for these equity
instruments can be omitted temporarily, but has to be paid together with the
next dividend for ordinary shareholders or at maturity. Capital participation
certificates pay a dividend of EUR 0.51 or 7%, at least. An additional
payout occurs in case the overall profit distribution to ordinary shareholders
and capital participation certificates exceed EUR 0.51 per share / certificate
— like it did in 2012, when the DPS and each CPC received EUR 1.25.
Profit participation rights are split into two tranches of EUR 40mn and EUR
30mn. The former receives a dividend of 13% (8% until 2012), while the
latter is paid 8%.

Total preference capital overview & cash out

Preference captital (EURmn)  value yield min. Div
Capital participation certificates'** 2 1.3% 0.03
Profit participation rights 70 11% 7.6

Portion 1: 40 13% 5.2

Portion 2: 30 8% 24

V7% payout is related to the CPC capital of EUR 361,911
2 value of the CPC is the MCAP @ a price of EUR 40.7
Source: Company data, Erste Group Research

According to management, the larger tranche of the profit participation
rights with a volume of EUR 40mn and a dividend of 13% is to be paid back
together with the expected capital increase. The minor part of the profit
participation rights, with a volume of EUR 30mn, is planned to be kept in
the company for another three years. At the same time, the CPC will be
merged with the ordinary share. As we have not reflected the SPO in our
model, costs for the preference capital remain included.

Debt capital comprises EUR 275mn in bonds, about EUR 530mn in credit
lines and EUR 1.3bn in guaranteed credit lines. Out of the available credit
lines, PORR used EUR 441mn as of 1H13.

There are three bonds outstanding that will mature in 2014, 2015 and 2016.
PORR tried to issue another bond around the end of 2Q13, but had to
withdraw it, given the unfavorable market environment after the Alpine
default. With the EUR 100mn bond to mature in November 2014, we would
expect PORR to come up with a new attempt in 1H14 at the latest.

Overview bonds outstanding

Bonds Nominal value current cash out

outstanding (EURmMN) coupon yield EURmn  maturity

PORR 09-14 100 6.00% 6.51% 6.0 Nov.14

PORR 10-15 125 5.00% 7.04% 6.3 Oct. 15

PORR 12-16 50 6.25% 6.66% 3.1 Dec.16
Total 275 5.6% 15.4

Source: Company data, Erste Group Research,
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OEKB loan reflected largest PORR had refinancing needs of about EUR 240mn in 2013, where the

part of credit lines largest portion is attributable to a EUR 200mn ULSG loan from OEKB that
matures in November 2013. Upon an agreement with most of the banks
involved, PORR will roll over about EUR 80mn for another two years while
redeeming the remaining part (i.e. EUR 120mn).

Aval lines increased in 2013 From the EUR 1bn aval lines PORR had at its disposal in YE12, about half
had to be prolonged by the end of 1H13. PORR not only prolonged these
lines, but increased their total amount to EUR 1.3bn. Basically, most of the
aval lines (69%) are syndicated and mature in three years.

Capital increase could raise PORR has authorized capital of 50% additional new shares that it has
share liquidity and bolster already mentioned to offer in 2015, at the latest. PORR’s management has
capital structure, among already started to communicate its intention to raise the attractiveness of its
others shares, which would call for a capital increase that would

1) increase the liquidity of its share and

2) bolster the currently weak capital structure

3) reduce borrowing costs

4) improve net profit

Consequently, we would not be surprised to see PORR offer its shares
earlier than in 2015.

Payout ratio of about 30% With a more attractive share after the SPO, the dividend strategy should

targeted in medium term also become of interest. While PORR targets a payout ratio of about 30%,
we have incorporated a gradual increase towards this level, starting with
20% in 2013.

Erste Group Research — Company Report 02 October 2013 Page 17



Erste Group Research — Company Report
PORR | Construction Materials | Austria
02 October 2013

Valuation and target price

Taking a look at our DCF valuation reveals an overall cautious valuation
approach. A beta of 2.5 and 1.8 in the forecast period and terminal value,
respectively, provide a first indication. Also, our debt premium of 4% might
be high, as well as our equity ratio in the terminal value of 50%. On top of
this, we have incorporated a liquidity discount of 25% to arrive at our 12M
target value.

The multiple valuation therefore arrives at a somewhat higher target value.
As described further below, we see STRABAG, Bilfinger, Hochtief and
Budimex as the closest peers to PORR, knowing that the perfect peer with
the same business focus as PORR does not seem to exist.

As we rely 100% on our DCF when assessing our 12M target price, the
peer group valuation hints at further upside potential. Our target price offers
just a hint of PORR’s value story. There is far more value to be revealed if
PORR manages to tap more of its potential. Even at our target price,
PORR is valued with a discount to the peer group median that increases
going forward (see table below peer group on page 20).

Target price composition

Liquidity 12-month Recommenda
DCF Multiple Weight discount target price act. shareprice tion
PORR | 325 31.8 100/0 -25% 24.4 17.4 Buy

Source: Factset, Erste Group Research
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WACC calculation

2014e 2015e 2016e 2017e 2018e  2019e (TV)
Risk free rate 3.0% 3.0% 3.0% 3.0% 3.0% 5.0%
Equity risk premium 5.0% 5.0% 5.0% 5.0% 5.0% 4.9%
Beta 2.50 2.50 2.50 2.50 2.50 1.80
Cost of equity 15.4% 15.4% 15.4% 15.4% 15.4% 13.8%
Cost of debt 7.0% 7.0% 7.0% 7.0% 7.0% 9.0%
Effective tax rate 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%
After-tax cost of debt 5.3% 5.3% 5.3% 5.3% 5.3% 6.8%
Equity w eight 25% 25% 25% 25% 25% 50%
WACC 7.8% 7.8% 7.8% 7.8% 7.8% 10.3%
DCF valuation
(EUR mn) 2014e 2015e 2016e 2017e 2018e = 2019e (TV)
Sales growth 3.7% 5.0% 8.6% 6.0% 3.6% 1.5%
EBIT 81.8 89.9 99.2 103.5 105.2 97.1
EBIT margin 3.2% 3.4% 3.4% 3.4% 3.3% 3.0%
Tax rate 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%
Taxes on EBIT -20.4 -225 -24.8 -25.9 -26.3 -24.3
NOPLAT 61.3 67.4 74.4 77.6 78.9 72.8
+ Depreciation 50.5 49.5 48.7 47.9 47.3 47.3
Capital expenditures / Depreciation 144.6% 53.3% -130.8% -63.0% 73.5% 100.0%
+/- Change in w orking capital 9.1 4.7 329 0.8 0.8 -7.2
Chg. working capital / chg. Sales 10.2% 3.7% 14.3% 0.5% 0.7% -15.0%
- Capital expenditures -73.1 -26.4 63.7 30.2 -34.7 -47.3
Free cash flow to the firm 48.0 95.3 219.7 156.6 92.2 65.7
Terminal value growth 1.5%
Terminal value 761.3
Discounted free cash flow - Dec 31 2013 44.5 82.0 175.4 116.0 63.3 523.2
Enterprise value - Dec 31 2013 1,004.5
Minorities 4.9
Non-operating assets 0.0
Net debt 655.8
Other adjustments 0.0
Equity value - Dec 31 2013 343.8
Number of shares outstanding (mn) 11.9
Cost of equity 15.4%
NPV per share 325
Liquidity discount -25%
12M target price per share (EUR) 24.4
Current share price (EUR) 17.4
Up/Downside 40.3%
Enterprise value breakdown Sensitivity (per share)
Terminal value EBIT margin
PV of 2.0% 2.5% 3.0% 3.5% 4.0%
terminal 9.3% 13.7 214 29.2 37.0 44.7
value Q 9.8% 12.1 19.4 26.7 33.9 41.2
52% @)
< 10.3% 10.7 17.5 244 31.3 38.1
dPV '(I)fd = 10.8% 9.4 15.9 224 28.9 35.4
etaile
period 11.3% 8.3 14.4 20.6 26.8 32.9
48%
Terminal value growth
0.5% 1.0% 1.5% 2.0% 2.5%
9.3% 24.0 26.5 29.2 32.3 35.9
(@) 9.8% 221 24.2 26.7 29.4 325
g 10.3% 20.3 222 24.4 26.9 29.6
= 10.8% 18.7 20.4 224 24.6 271
Source: FactSet, Erste Group Research 11.3% 17.2 18.8 20.6 22.6 24.8
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Peer Group
EV/sales EV/EBITDA  EV/EBIT P/E PICE P/BV
meap & 3 & % & 3 & § & 3 & 3
Country EURmn  § & & & & & &8 & & & & ¥
VINCI SA FRANCE 25,800 1.0 1.0 73 6.7 111 10.2 12.7 12.0 6.2 60 17 16
HOCHTIEF AG GERMANY 4,969 0.2 02 34 34 76 74 208 174 39 38 17 16
ACS Group SPAIN 7,395 0.3 03 38 37 71 68 105 100 36 34 24 22
Ferrovial, S.A. SPAIN 9,748 2.0 19 185 180 251 241 277 302 144 144 17 18
Bilfinger SE GERMANY 3,571 0.4 04 60 55 87 78 141 125 87 79 16 15
Skanska AB Class B SWEDEN 5,854 0.4 04 79 7.8 10.3 10.0 139 134 108 101 25 23
Eiffage SA FRANCE 3,626 1.2 11 81 76 136 125 136 11.6 32 30 14 13
Acciona SA SPAIN 2,408 15 14 76 7.7 182 188 314 431 30 30 05 05
Budimex SA POLAND 640 0.4 05 92 117 105 137 176 21.6 57 53
STRABAG (EG estimates) AUSTRIA 1,901 0.2 02 31 29 78 70 159 123 37 33 06 06
Median total 040 046 7.46 7.16 10.44 10.05 14.99 1296 385 3.81 1.68 1.59
PORR 20797 035 031 7.64 6.07 1394 981 11.84 6.59 274 207 0.79 0.71
Premium / (discount) -12%  -32% 2% -15% 34% 2%  -21% -49% -29% -46% -53% -55%
Implied equity value per share 279 491 16.1 30.0 -05 195 220 342 245 320 37.1 39.1
Per PORR share (EUR) 2013 21.2
Per PORR share (EUR) 2014 34.0
Period weight 50% 50%
Per PORR share (EUR) 38.5 23.0 9.5 28.1 28.2 38.1
Net present value as of Oct 2013 27.6
Cost of Equity 15.4%
Net present value as of Oct 2014 31.8

Source: Factset, Erste Group Research

Valuation vs. Peers at target price

Target Price EV/sales EV/EBITDA EV/EBIT P/E P/CE P/BV

EUR 24.4 2013e 2014e|2013e 2014e| 2013e 2014e|2013e 2014e|2013e 2014e|2013e 2014e
Porr Multiples 039 035|834 6.66|1523 10.77|16.61 9.24 | 3.84 290 | 1.10 1.00
Peer Group 040 046 | 746 7.16 | 10.44 10.05|14.99 1296| 3.85 3.81 | 1.68 1.59
Premium / discount 4%  -25% | 12% 7% | 46% 7% | 11% -29% | 0% -24% | -34% -38%

Source: Factset, Erste Group Research
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Peer group description

Although PORR ranks among the bigger construction companies in
Europe, the depicted peer group is substantially bigger and has, in many
cases, a much broader or somewhat different focus than Porr. Poland’s
Budimex would be a good fit in this respect, from a construction business
point of view. With its strong presence in Austria and growing importance in
Germany, it definitely makes sense to compare PORR to STRABAG,
Hochtief and Bilfinger.

Budimex SA

Budimex SA, which is a subsidiary of Spanish Grupo Ferrovial SA, is the
biggest listed Poland-based construction company on the Warsaw Stock
Exchange. It operates as a general contractor, subcontractor and
developer. Its main activities consist of the construction of roads, the
design, development, construction and maintenance of industrial plants, the
construction of public and commercial facilities, and development of
residential property. Budimex is one of a few big companies that managed
to ride out the market slump post Euro 2012, more than tripling net profit to
PLN 68mn (EUR 16mn) in the first half of 2013 yly, thanks in part to better
margins

Vinci SA

Vinci SA is a France-based company which is involved in construction and
engineering. It designs, builds, finances and manages facilities such as
transport systems, public and private buildings, urban developments, and
water, energy and communication networks. Vinci SA divides its business
into two sectors: concessions and contracting. The contracting sector
includes Vinci Construction, a company with numerous subsidiaries in
Europe and a division dedicated to the management and execution of
projects and the energy business line with Vinci Energies; Eurovia, which
specializes in transport and urban development infrastructure. Concessions
include Vinci Autoroutes, a motorway operator and Vinci Concessions
which specializes in the development and maintenance of transport
infrastructures and public facilities, such as rail infrastructure, airports and
car parks. It operates through subsidiaries in France and Canada, among
others. Vinci is listed on Euronext Paris and is a member of the CAC 40
index.

Hochtief AG

Among the companies in the peer group, Germany's Hochtief has the most
diversified operations geographically. In 2012, Hochtief generated sales of
EUR 25.53bn with an operating profit of EUR 595mn (2.3% of total sales).
Asia is the largest market, with more than 60% of total revenues, followed
by the Americas with around 29% and Europe with 11%. The most
profitable geographic division is Asia, which mainly involves Australia.
Asia also includes the higher-margin contract mining activity. For 2013,
Hochtief confirmed its guidance of flat output volumes but increasing
profitability after 1H13. Hochtief is listed on all German stock exchanges
and owned by Spain’s ACS, which is burdened by the weak Spanish
business environment.

Grupo Ferrovial SA

Spain's Grupo Ferrovial generated sales of EUR 7.7bn and operating profit
of EUR 708mn (9.2%% of total sales). Ferrovial is the construction market

leader in Poland through its subsidiary Budimex. Ferrovial shares are listed
on four Spanish stock exchanges and are included in the IBEX 35 index.
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Skanska AB

Skanska AB is a Sweden-based construction and project development
company. The Company’s operations are divided into four operating
segments: Construction, which includes both building construction and civil
construction; Residential Development, which develops residential projects
for immediate sale; Commercial Property Development, which initiates,
develops, leases and divests commercial property projects, and
Infrastructure Development, which specializes in identifying, developing
and investing in privately financed infrastructure projects, such as
highways, hospitals and power generating plants. Skanska AB has
operations in the Nordic countries, Poland, the Czech Republic, Hungary
and the United States, among others. Skanska is listed on the Stockholm
Stock Exchange and is a member of the OMX 30 index.

Eiffage SA

With 85% of its revenues generated in France, Eiffage is primarily a local
heavyweight, with 2012 revenues of EUR 14.0bn. Eiffage is active in public
works (revenues of EUR 3.9bn), construction (EUR 3.2bn), electrical
contracting (EUR 3.2bn) and concessions (EUR 2.24bn). The group
operating profit margin of 8.5% is helped by the concession segment, with
an operating profit margin of 34%. For 2013e, Eiffage confirmed its FY
guidance of revenues of EUR 14.2bn, despite a weak 1H13 that was
burdened by poor weather. Eiffage is traded on the Euronext Paris.

Bilfinger SE (Bilfinger Bergen in AUT)

Germany's Bilfinger & Berger generated output volume of EUR 8.6bn in
2012 and operating profit of EUR 415mn (4.8% of sales). The largest
segment is industrial with an output volume of EUR 3.7bn, followed by
building and facility with EUR 2.2bn and construction with EUR 1.4bn. For
2013e, Bilfinger aims at a rather stable business development, while output
volume is targeted at EUR 11-12bn by 2016. Bilfinger & Berger is listed in
Frankfurt and Stuttgart and is a member of the MDAX index.

Acciona SA

Spain-based holding company Acciona has sales of EUR 7.0bn in 2012,
while the operating result amounted to EUR 648mn (9.2% margin). The

firm is active in the construction and engineering industry, with a strong

focus on renewable energy (wind parks), infrastructure construction and
services and real estate development. The company is a member of the
IBEX35.
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Income Statement 2010 2011 2012 2013e 2014e 2015e
(IAS, EUR mn, 31/12) 31/12/2010 31/12/2011 31/12/2012 31/12/2013 31/12/2014 31/12/2015
Net sales 2,217.45 2,212.49 2,314.83 2,456.14 2,546.08 2,672.99
Invent. changes + capitalized costs 6.29 4.15 421 4.47 2.55 2.67
Total revenues 2,223.74 2,216.64 2,319.04 2,460.61 2,548.62 2,675.66
Other operating revenues 71.29 85.07 90.51 96.26 103.13 117.65
Material costs -1,460.42 -1,470.86 -1,455.48 -1,542.65 -1,537.83 -1,609.67
Personnel costs -555.46 -580.80 -625.31 -661.93 -752.45 -803.69
Other operating expenses -176.39 -239.23 -224.92 -238.65 -229.15 -240.57
EBITDA 102.76 10.83 103.84 113.64 132.33 139.38
Depreciation/amortization -53.70 -51.29 -50.03 -51.41 -50.53 -49.53
EBIT 49.06 -40.47 53.81 62.23 81.80 89.85
Financial result -28.33 -42.60 -31.80 -30.78 -30.97 -20.27
Extraordinary result 0.00 0.00 0.00 0.00 0.00 0.00
EBT 20.73 -83.07 22.01 31.45 50.82 69.58
Income taxes -4.03 12.88 -4.02 -5.74 -10.16 -13.92
Result from discontinued operations 0.00 0.00 0.00 0.00 0.00 0.00
Minorities and cost of hybrid capital -14.22 -8.35 -6.34 -8.95 -9.23 -9.83
Net result after minorities 2.49 -78.54 11.65 16.76 31.43 45.84
Balance Sheet 2010 2011 2012 2013e 2014e 2015e
(IAS, EUR mn, 31/12)

Intangible assets 31.41 51.02 58.73 69.51 66.51 63.77
Tangible assets 415.87 409.75 393.54 410.63 398.40 391.92
Financial assets 683.84 734.09 670.72 623.57 607.38 505.59
Total fixed assets 1,131.12 1,194.86 1,122.99 1,103.71 1,072.28 961.28
Inventories 74.34 55.13 81.13 78.60 71.29 69.50
Receivables and other current assets 760.28 733.26 743.41 763.86 781.65 791.21
Other assets 0.00 0.00 0.00 0.00 0.00 0.00
Cash and cash equivalents 212.16 153.81 110.41 117.41 101.62 122.97
Total current assets 1,046.78 942.19 934.95 959.87 954.55 983.67
TOTAL ASSETS 2,177.90 2,137.05 2,057.94 2,063.58 2,026.84 1,944.96
Shareholders'equity 318.50 224.82 226.55 263.18 291.55 331.45
Minorities 83.26 2.89 3.88 491 6.54 8.76
Hybrid capital and other reserves 75.53 75.53 92.12 77.56 77.52 77.52
Pension and other LT personnel accruals 106.88 101.68 115.58 123.19 140.72 150.30
LT provisions 0.00 0.00 0.00 0.00 0.00 0.00
Interest-bearing LT debts 574.51 701.96 442.28 550.00 450.00 325.00
Other LT liabilities 93.18 77.70 34.94 29.74 30.28 31.04
Total long-term liabilities 667.69 779.66 477.21 579.74 480.28 356.04
Interest-bearing ST debts 79.00 87.91 254.64 100.00 100.00 50.00
Other ST liabilities 847.05 864.57 887.96 915.01 930.24 970.89
Total short-term liabilities 926.05 952.47 1,142.60 1,015.01 1,030.24 1,020.89
TOTAL LIAB. , EQUITY 2,177.90 2,137.05 2,057.94 2,063.58 2,026.84 1,944.96
Cash Flow Statement 2010 2011 2012 2013e 2014e 2015e
(IAS,EUR mn, 31/12)

Cash flow from operating activities 159.55 39.55 110.89 138.71 136.08 151.99
Cash flow from investing activities -99.95 -125.98 -108.28 -31.24 -7.21 81.17
Cash flow from financing activities -14.36 29.68 -44.27 -100.46 -144.67 -211.81
CHANGE IN CASH , CASH EQU. 49.12 -58.35 -43.40 7.00 -15.80 21.35
Margins & Ratios 2010 2011 2012 2013e 2014e 2015e
Sales growth -9.7% -0.2% 4.6% 6.1% 3.7% 5.0%
EBITDA margin 4.6% 0.5% 4.5% 4.6% 5.2% 5.2%
EBIT margin 2.2% -1.8% 2.3% 2.5% 3.2% 3.4%
Net profit margin 0.8% -3.2% 0.8% 1.0% 1.6% 2.1%
ROE 0.8% -28.9% 5.2% 6.8% 11.3% 14.7%
ROCE 3.5% -3.1% 4.1% 4.9% 6.5% 7.8%
Equity ratio 21.9% 14.2% 15.7% 16.8% 18.5% 21.5%
Net debt 548.2 720.9 677.7 655.8 589.1 402.3
Working capital 120.7 -10.3 -207.6 -55.1 -75.7 -37.2
Capital employed 1,118.7 1,101.9 1,035.2 1,031.2 995.0 851.1
Inventory turnover 19.6 22.7 21.4 19.3 20.5 22.9

Source: Company data, Erste Group estimates
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Rating history

Company description

Porr is Austria's second largest construction company and
positioned as a full-service provider in the complex infrastructure
sector. It has three business segments - Road Construction (30%
of output volume), Civil Engineering (41%) and Building
construction (29%). The majority of output is realized domestically
(58%), the CEE region accounts for about 30%. The company
expects stable output volume in 2009 based on orders at hand but
declining activity in 2010. Through a 31% capital increase in
September 2009, the Turkish construction group RENAISSANCE
acquired 10.2% of voting rights.
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Important Disclosures

THIS DOCUMENT MAY NOT BE TAKEN, TRANSMITTED OR DISTRIBUTED INTO THE UNITED STATES, CANADA,
AUSTRALIA OR JAPAN OR TO ANY U.S. PERSON OR TO ANY INDIVIDUAL OUTSIDE CANADA, AUSTRALIA OR JAPAN
WHO IS A RESIDENT OF THE UNITED STATES, CANADA, AUSTRALIA OR JAPAN OR TO THE PRESS IN THESE
COUNTRIES

General disclosures

All recommendations given by Erste Group Research are independent and based on the latest company, industry and general information publicly
available. The best possible care and integrity is used to avoid errors and/or misstatements. No influence on the rating and/or target price is being exerted
by either the covered company or other internal Erste Group departments. Each research piece is reviewed by a senior research executive or agreed with
a senior analyst/deputy (4-eyed principle). Erste Group Compliance Rules state that no analyst is allowed to hold a direct ownership position in securities
issued by the covered company or derivatives thereof. Analysts are not allowed to involve themselves in any paid activities with the covered companies
except as disclosed otherwise. No part of their compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views
expressed by them contained in this document. Erste Group may engage in transactions with financial instruments, on a proprietary basis or otherwise, in
a manner inconsistent with the view taken in this research report. In addition, others within Erste Group, including strategists and sales staff, may take a
view that is inconsistent with that taken in this research report.

Disclosure Checklist

Company ISIN Disclosure

PORR AT0000609607 5

Disclosures of potential conflicts of interest relating to Erste Group AG, its affiliates, subsidiaries (together “Erste Group AG”) and its relevant employees
with respect to the issuers, financial instruments and/or securities forming the subject of this document are valid as of the end of the month prior to
publication of this document. Updating this information may take up to ten days after month end.
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Description of specific disclosures

(5) Erste Group AG and/or its affiliates managed or co-managed an issue of financial instruments/ securities for the company during the
last 12 months.

Erste Group rating definitions

Buy > +20% to target price
Accumulate +10% < target price < +20%
Hold 0% < target price < +10%
Reduce -10% < target price < 0%
Sell < -10% to target price

Our target prices are established by determining the fair value of stocks, taking into account additional fundamental factors and news of relevance for the
stock price (such as M&A activities, major forthcoming share deals, positive/negative share/sector sentiment, news) and refer to 12 months from now. All
recommendations are to be understood relative to our current fundamental valuation of the stock. The recommendation does not indicate any relative
performance of the stock vs. a regional or sector benchmark.

Distribution of ratings

Coverage universe Inv. banking-relationship
Recommendation No. in % No. in %
Buy 47 25.0 4 19.0
Accumulate 64 34.0 7 33.3
Hold 43 22.9 6 28.6
Reduce 12 6.4 3 14.3
Sell 8 4.3 1 4.8
N.R./UND.REV./RESTR. 14 7.4 0 0.0
Total 188 100.0 21 100.0

Explanation of valuation parameters and risk assessment

Unless otherwise stated in the text of the financial analysis/investment research, target prices in the publication are based on either a discounted cash flow
valuation and/or comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this
fundamental valuation is adjusted to reflect the analyst's views on the likely course of investor sentiment. Whichever valuation method is used there is a significant
risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of
demand for the company’s products. Such demand variations may result from changes in technology, in the overall level of economic activity or, in some cases,
from changes in social values. Valuations may also be affected by changes in taxation, in exchange rates and, in certain industries, in regulations. Investment in
overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, political and social
conditions.
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Disclaimer

This research report was prepared by Erste Group Bank AG ("Erste Group”) or its affiliate named herein. The individual(s) involved in the preparation of the report
were at the relevant time employed in Erste Group or any of its affiliates. The report was prepared for Erste Group clients. The information herein has been obtained
from, and any opinions herein are based upon, sources believed reliable, but we do not represent that it is accurate or complete and it should not be relied upon as
such. All opinions, forecasts and estimates herein reflect our judgment on the date of this report and are subject to change without notice. The report is not intended
to be an offer, or the solicitation of any offer, to buy or sell the securities referred to herein. From time to time, Erste Group or its affiliates or the principals or
employees of Erste Group or its affiliates may have a position in the securities referred to herein or hold options, warrants or rights with respect thereto or other
securities of such issuers and may make a market or otherwise act as principal in transactions in any of these securities. Erste Group or its affiliates or the principals
or employees of Erste Group or its affiliates may from time to time provide investment banking or consulting services to or serve as a director of a company being
reported on herein. Further information on the securities referred to herein may be obtained from Erste Group upon request.

Past performance is not necessarily indicative for future results and transactions in securities, options or futures can be considered risky. Any forecasts or price
targets shown for companies and/or securities discussed in this document may not be achieved due to multiple risk factors including without limitation market
volatility, sector volatility, corporate actions, the unavailability of complete and accurate information and/or the subsequent transpiration that underlying assumptions
made by Erste Group AG or by other sources relied upon in the document were inapposite.

Not all transactions are suitable for every investor. Investors should consult their advisor, to make sure that the planned investment fits into their needs and
preferences and that the involved risks are fully understood.

Neither Erste Group AG nor any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for any expense, loss or damages
arising out of or in any way connected with the use of all or any part of this document.

Erste Group AG may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Erste Group AG
endorses, recommends or approves any material on the linked page or accessible from it. Erste Group AG does not accept responsibility whatsoever for any such
material, nor for any consequences of its use.

This document is for the use of the addressees only and may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for
any purpose, without the prior, written consent of Erste Group AG. The manner of distributing this document may be restricted by law or regulation in certain
countries, including the United States. Persons into whose possession this document may come are required to inform themselves about and to observe such
restrictions. By accepting this document, a recipient hereof agrees to be bound by the foregoing limitations.

Additional notes to readers in the following countries:

Austria: Erste Group Bank AG is registered in the Commercial Register at Commercial Court Vienna under the number 33209m. Erste Group AG is authorized and
regulated by the Austrian Financial Market Authority (FMA) (Otto-Wagner Platz 5, 1090, Vienna, Austria)

Germany: Erste Group Bank AG is authorised for the conduct of investment business in Germany by the Austrian Financial Market Authority (FMA) and subject to
limited regulation by the Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin).

United Kingdom: Erste Group Bank AG is regulated for the conduct of investment business in the UK by the Financial Conduct Authority and the Prudential
Regulation Authority. This document is directed exclusively to eligible counterparties and professional clients. It is not directed to retail clients. No persons other than
an eligible counterparty or a professional client should read or rely on any information in this document. Erste Group AG does not deal for or advise or otherwise
offer any investment services to retail clients.

Czech Republic: Ceska spofitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the Czech National Bank (CNB)
Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the Croatian Financial Services Supervisory Agency (CFSSA)

Hungary: Erste Bank Hungary ZRT. and Erste Investment Hungary Ltd. are regulated for the conduct of investment activities in Hungary by the Hungarian Financial
Supervisory Authority (PSZAF).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Securities Commission of the Republic of Serbia (SCRS).
Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the Romanian National Securities Commission (CNVM).
Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the Polish Financial Supervision Authority (PFSA).
Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the National Bank of Slovakia (NBS).

Turkey: Erste Securities Istanbul Menkul Degerler A.S. is regulated for the conduct of investment activities in Turkey by the Capital Markets Board of Turkey. As
required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment
advisory activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage
houses, portfolio management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones
providing these comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an
investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.

Switzerland: This research report does not constitute a prospectus or similar communication in connection with an offering or listing of securities as defined in
Articles 652a, 752 and 1156 of the Swiss Code of Obligation and the listing rules of the SWX Swiss Exchange.

Hong Kong: This document may only be received in Hong Kong by ‘professional investors’ within the meaning of Schedule 1 of the Securities and
Futures Ordinance (Cap.571) of Hong Kong and any rules made there under.

© Erste Group AG 2013. All rights reserved.

Published by Erste Group Bank AG, Borsegasse 14, 1010 Vienna, Austria

Head Office: Vienna

Commercial Register No.: 33209m

Commercial Court of Vienna

Phone +43 (0)5 0100 - ext.11902
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