( Pareto
Securities AS

Going more diversified into the
future: Buy, TP EUR 13

Following the acquisition of Bank Schilling, Merkur Bank has been
renamed to Merkur Privatbank. By adding Privatbank to its name
the bank stresses the fact that its business focus has shifted towards
private banking. While the “old” Merkur Bank had focused on
developer financing, the “new” Merkur Privatbank has a much more
diversified business model, focusing on residential real estate
developer financing and private banking. We see this positively, not
only because of a more diversified risk profile, but also as we expect
private banking services in general to benefit from the low interest
rate environment. We confirm our Buy recommendation with a new
target price of EUR 13 (EUR 11) as we regard the shares as
attractively valued with a 2021e P/B of 0.8x (2020e dividend yield
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of 3.9%). Covid-19 will negatively impact the bank but we see it well Shares fully diluted (m) 7.8
capitalized to weather the storm. Market cap (EURm) 75
Not only bigger, but also more diversified
Through the acquisition of Bank Schilling Merkur Privatbank (MP) has
increased its total assets by 71% yoy to EUR 2.3bn. Its regulatory
capital position has increased by 74% yoy to EUR 200m. More Performance
importantly, the bank is now much better diversified with a lower EUR
share of the loan portfolio/of the revenues coming from the 10.0
residential real estate developer business. This should reduce future
earnings volatility and should make the bank’s business model more 92
stable. 8.4
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EURm 2018 2019 2020e 2021e 2022e Jun-19  Sep-19  Now-19  Jan20  Mar20  Jun-2
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NIl 29 42 51 52 53

Source: Factset
Other inc. 1 1 3 3 3
Op.costs (24) (37) (54) (55) (56) Pareto Securities AS has been paid by the issuer to
L.losses (0) (1) (3) (3) (3) produce this research report. This material is
Net profit 4 0 6 6 6 considered by Pareto Securities to qualify as an
EPS 0.64 3.25 0.72 0.75 0.79 acceptable min0|t non.-monetary benefit according to
. the EU MIFID 2 directive.

EPS ad] 0.64 0.03 0.72 0.75 0.79
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P/B 0.94 0.80 0.78 0.75 0.73 Dr Philipp HaRler CFA
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Importance of residential real estate developer business has
declined

In the past the financing of residential real estate developments was MP’s
business focus, with EUR 600m of these loans contributing around 60% to the
total loan portfolio (2018). With a focus on Munich and to a lesser extent on
Stuttgart MP benefited from the positive development of the residential real
estate markets in these cities. Although we remain convinced about the good
prospects of the German residential real estate market, even in light of the
upcoming recession, and MP’s in-depth market knowledge and long market
experience, we see it positively that the dependence on this market has already
declined with the acquisition of Bank Schilling — the proportion of the residential
real estate developer financing of the total loan portfolio has declined to 38%.
30% of the loan portfolio comes from Bank Schilling, 21% from leasing and 11%
from SME customers. Thus, the earnings impact from lower new business
volumes and/or higher risk provisions in case of a slow-down/deterioration of
the residential real estate markets should be manageable.

Exhibit 1: Loan portfolio split (2019) Exhibit 2: Development of new developer loans (EUR m)
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Source: Pareto Securities Research, Merkur Privatbank Source: Pareto Securities Research, Merkur Privatbank

Importantly, MP’s residential real estate developer loan portfolio is well
diversified as MP has financed 402 projects with an average loan volume of EUR
5.6m.

Wealth Management has gained in importance

In recent years MP has managed to increase its assets under custody. End of 2019
it has reached EUR 438m, up by 30% yoy. Including Bank Schilling the bank’s
assets under custody (incl. private banking assets) stood at EUR 2.156bn at the
end of 2019; in Q1 2020 the bank’s private banking assets presumably declined
gog due to the weak capital market environment. With around EUR 2bn of assets
MP has reached a critical size, in our view.

23 Jun 2020 Pareto Securities Research 2(14)
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Exhibit 3: Split of private banking assets (2019) Exhibit 4: Development of assets under custody (EUR m)
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Source: Pareto Securities Research, Merkur Privatbank Source: Pareto Securities Research, Merkur Privatbank

We expect the bank to be able to further grow its private banking assets for the
following reasons:

1. Low interest rate environment as catalyst: Ten years ago, investing was
easier for most of the private individuals as they earned at least 4% on
simple bank deposit accounts. Since then interest rates have fallen to
0%, some banks charge already negative interest rates. This has
increased the pressure not only for institutional investors but also for
private individuals to look for alternative asset classes like equities, real
estate, private equity or hedge funds. Real estate assets have become
more popular among private individuals and we expect more and more
people to consider equities as an asset class for them. As not everybody
wants to do this on its own, we see professional wealth managers well
positioned to benefit from this expected growing popularity of equities
as an asset class.

2. Good presence in smaller cities: With the acquisition of Bank Schilling
Merkur Bank has increased its branch network by 16 to 21 branches. It
has now a good market presence in Northern Bavaria and Hesse in
smaller cities like Bad Briickenau, Darmstadt, Fulda, Schweinfurt,
Wiesbaden and Wiirzburg but it is also present in big cities like
Disseldorf and Frankfurt. We see in particular the smaller cities as
attractive for MP as the competition in the private banking market
should be not that big there. Savings and mutual banks should be the
most important competitors in these markets, but we think that MP, in
particular Bank Schilling, has a better image than these banks which are
normally not known for their private banking expertise.

3. Excellent reputation: Bank Schilling had an excellent reputation in the
private banking market as can be seen from numerous awards it has
won over the years; it has e.g. repeatedly received the best grade
“summa cum laude” from the Elite report (in cooperation with the
newspaper Handelsblatt) and can thus carry the award “best private
wealth manager”.

Residential Real Estate in Munich market — a short assessment

As Munich is by far the most important real estate market for MP, we want to
give a short assessment about this market’s prospects. Although we do not rule
out prices to slightly decline or at least to consolidate at the high-end due to the
recession, we expect the residential real estate market in Munich to remain
positive in the mid-term for the following reasons:

e  Migration should continue: The population in Munich has increased by
more than 10% to almost 1.6m since 2010; main reason for the
population growth was migration, both domestic and international. The
city of Munich forecasts Munich’s population to grow to 1.85m by 2040,

23 Jun 2020 Pareto Securities Research 3(14)
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Exhibit 5: Population development in Munich (m)

Sponsored Research Update

which would be equivalent to an increase by 19% or an annual growth
rate of 0.75%.

e Under supply of housing: In Munich, like in most of the other large cities
in Germany, the number of newly built apartments does not cover the
demand. In Munich only 67% of the required number of new apartments
(2016-2020) has been built between 2016-2018. As there is currently no
indication that the number of new apartments will increase significantly
in the next years, we expect this gap to persist.

¢ Interest rates should remain low: Interest rates remain on a record level
and we do not expect any significant increase in the mid-term. This
should impact residential real estate markets twofold. 1) Buying a
house/apartment to own remains attractive for many people as the low
mortgage rates make buying attractive versus renting despite the strong
increase in housing prices (rents have however increased as well in
recent years). 2) Investors will continue looking for alternative asset
classes including real estate on their hunt for yield.

The combination of a growing population, an insufficient new building activity
and a continued strong demand for residential real estate by both investors and
private individuals should be the main reasons for a positive development of
residential real estate markets in Munich.

Munich (EUR per sqm for condominiums)

Exhibit 6: Development of residential real estate prices in
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Revenue mix better balanced
Due to the acquisition of Bank Schilling the importance of the loan business has
declined which has resulted in a more balanced revenue mix. While in Q1 2019
almost 100% of MP’s revenues came from net interest income, this proportion
declined to 64% in Q1 2020 as both commission income (30% of revenues) and
trading profit (6%) increased significantly yoy. This is clearly a positive
development as it does not only reduce the bank’s dependence on interest
margins but at the same time leads to higher revenues without increasing the
loan portfolio which means the risk of higher risk provisions in case of an
economic downturn does not increase. Clearly, wealth management revenues
and trading revenues are not stable in case of deteriorated capital market
environment neither, but they are not 100% correlated to net interest income.
23 Jun 2020 Pareto Securities Research 4(14)
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Exhibit 7: Development of revenues (EUR m)
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Exhibit 8: Revenue split (Q1 2020)

14

Net Interest Inc.
® Q12019

Source: Pareto Securities Research, Merkur Privatbank

Commision Inc.

Trading profit

H Q12020

Source: Pareto Securities Research, Merkur Privatbank

B Net Interest Inc.
B Commision Inc.
64% Trading profit

Financials

We leave our earnings estimates unchanged and stick to our 2020e pretax profit
(before fund for general banking risks) forecast of EUR 16.6m which would be
equivalent to an increase by 57% yoy. Main earnings drivers are expected to be
higher revenues which should be only partly offset by higher costs and higher risk
provisions. We forecast a 2020e net profit of EUR 5.64m which would be
equivalent to EPS of EUR 0.72. For 2021e we forecast EPS growth of 4% yoy.
Impact from Covid 19 should be manageable

The upcoming recession should be a challenge for MP but we see the impact from
Covid 19 overall as manageable for the bank. We expect the bank to be negatively
impacted from higher provisions, mainly in the SME and leasing business. Its core
business, the financing of residential real estate developments in Munich and
Stuttgart, should not be impacted significantly as we do not expect the
developers of the different residential real estate projects to run into problems
in general. As shown above the residential real estate market in Munich should
continue to develop positively in the mid- to long-term which does not exclude
slightly lower prices in the short term. Based upon recent market data the
demand for residential real estate properties has remained high in Germany.
Thus, even in case of some developers going into insolvency because of the
upcoming recession (as they may have miscalculated some projects, i.e. assumed
too high prices which are not achievable anymore) we would still see the
opportunity for MP to finish projects on their own or selling them to other
developers. Positively, MP’s developer finance portfolio is well diversified with
402 projects and an average loan volume of EUR 5.6m. Thus, we do not see the
risk of significantly higher risk provisions for MP’s developer loans.

We see the biggest risk for SME loans as we expect the number of corporate
insolvencies to increase in the 2020e/2021e despite the various support
measures that have been implemented by the German government. The
different state support programs are however clearly very positive for all banks
in Germany and should help them to better master this challenge.

Valuation and Recommendation

Our valuation is based upon a Dividend Discount Model, a Gordon Growth Model
and a Peer Group Analysis. For the Peer Group Analysis we have taken into
account other German banks; as some of these banks are significantly bigger than
Merkur Bank the peer group comparison must be seen in combination with the
two other valuation approaches, which we regard as more appropriate. From the
weighted average of the three calculated fair values we have derived a new
target price of EUR 13 (EUR 11); our calculated fair value has increased because
of a higher peer group valuation. Given a share price upside of well above 10%
we recommend buying the shares

23 Jun 2020
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Target price of EUR 13 derived from three different valuation approaches

DDM 8.4

Peer Group 16.9
GGM 14.0
0.00 5.00 10.00 15.00 20.00
Source: Pareto
23 Jun 2020 Pareto Securities Research 6(14)

This report is generated for Adriana Impellizzeri



Merkur Privatbank

Investment Case in Charts

Sponsored Research Update

Loan portfolio split by business unit (12 2019)

Revenues should grow ...
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Follow ing the acquisition of Bank Schiling Commercial Real Estate
Developer Financing has lost in importance.

The strong revenues grow th in 2020e should mainly result from the

takeover of Bank Schilling.

Source: M erkur Privatbank, Pareto Research

... while risk costs should remain relatively low

Source: M erkur Privatbank, Pareto Research

Efficiency is solid with a CIR of below 70%
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Risk costs should increase because of the expected recession in
Germany but should remain on a relatively low level.

CRRis at relatively low level. We see no room for further improvement
as Merkur Bank is already operating quite efficiently.

Source: Merkur Privatbank, Pareto Research Source: Merkur Privatbank, Pareto Research

Capitalization on sufficient level Solid Profitability
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With an estimated CT1 ratio of around 10% in 2019 w e see Merkur
Bank sufficiently capitalized.

2019 ROE w as impacted from a positive one-off; w e expect profitability
to return to a normalized level of around 6% in 2020e.

Source: Merkur Privatbank, Pareto Research Source: Merkur Privatbank, Pareto Research

Source: Pareto Securities Research
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Business Areas. Corporate Banking

MERKUR

business quite sit MERKUR Privatbank has the legal status of a KGaA

Schilling ithas however increased its wealth
and is listed on the Munich stock exchange.

Retail / Private Banking

MERKUR Privatbank is a private bank, located in Munich, focusing on corporate and retail banking. While it has expanded its retail banking
activities in recent years, residential real estate developer finance remains its mostimportant business. Following the takeover of Bank

Business MERKUR Privatbank offers residential real estate developer finance, leasing and classical loans to its customers
Focus with a clear focus on developer loans. T otal corporate loans amount to around EUR 1.15bn.

In Retail / Private Banking MERKUR Privatbank offers retail banking senices both online and through its four branches to
its customers. Following the takeover of Bank Schilling it is also active in private wealth management. It has more than
EUR 2bn assets under custodymangement.

MERKUR Privatbank's customer are SME customers. While in real estate financing they comprise different real
estate investors, theyinclude traditional SME in the other segments.

MERKUR Privatbank's customers are classical retail customers which should be somewhat more affluent than the
average retail customer. Bank Schilling's customers should be more affluent.

Regional Focus in real estate developer finance is Munich and to a lesser extent Stuttgart and Nuremberg.

Regional Focus is Bavaria, Hesse, Thuringia and Saxony.

Market share!
positioning

Capitalization

New bus. &
Portfolio Split

Shareholder
structure &
management

# of employees
FY 2019

MERKUR Privatbank's market share should be insignificant overall butin its core market Munich MERKUR Bank

MERKUR Privatbank's market share in the German retail banking market insignificant.
should be among the established players in its niche. 9 9

We see two developments which should be beneficial for MERKUR Privatbank: 1) The ongoing branch closures of
the market leaders (savings and mutual banks) should continue to be beneficial for MERKUR Privatbank as it
should help it to further grow its assets under custoday. 2) The low interest rate environment forces people to

invest its assets into riskier assets which should be beneficial for banks/asset managers offering asset
management senices.

Apart from the general macroeconomic development in Germany, the overall demand for housing in Munich
and thus new construction activiy is the key driver for MERKUR Privatbank's revenues.

We do not have any NPL figures for MERKUR Privatbank but based upon the current very favorable housing marketin Munich, particularly the high demand for new housing, and the company’s statement we assume that NPLs are currently
on low levels. Clearly, a deterioration of the housing market in Munich should lead to rising NPLs.

Wita CT 1 ratio of 10% (2018; Pareto estimate) and total capital ratio of 15.3% MERKUR Bank fulfills the regulatory requi but unlike in the years before the CT 1 ratio, is not a weak spot anymore for MERKUR Bank, i.e.
the bank should be able to take of future growth i
Strategy: Guidance 2020: Pareto Estimates  Consensus
(I) MERKUR Privatbank intends to further increase its AuC to increase revenues in retail/private banking to become no cancrete eamings guidance published ;;S ?f: 2:
less dependent from the real estate business
(Il) Furtherimprove its capitalization to be able to make use of the business opportunities in the housing marketin
Munich
Revenues (EURm) 357 CIR 63.2% Net Profit (EURm) 34 EPS 5Y hist. CAGR 26%
W 2.8% ROE 7.4% (2013-2018)
Loan Portfolio split (2018) Development AuC Group financial development
10.0%
9.0%
= Redl Estate Dev s
in, 7.0%
6.0%
5.0%
4.0%
W Lesaing 3.0%
% 2.0%
1.0%
| 0.0%
e S o @ g ge® g0 B g2t g0 f® o g o
= Assets under Custody (in EUR m) = Nt Profit (in EUR m) ———ROE
CEO Dr. Marcus Lingel Claus Herrmann Shareholder structure
CEO & personal liabel partner Board member
AE:__ 2% = Magnus

«Dr. Lingel joined MERKUR Bank's management board in 2005 * Mr. Herrmann joined MERKUR Bank in 1999 and became a board

*He joined MERKUR Bank in 2000 after having finished his studies member in 2002

and having worked for a large private bank in the corporate banking «Mr. Herrmann has gained bank experience in different savings banks
unit and other mid-sized banks

= HEGE
65%

Freefloat

414

Source: Pareto Securities Research, Merkur Privatbank
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PROFIT & LOSS (fiscal year) (EURm) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Net interest income 22 23 23 29 42 51 52 53
Net fee and commission income 10 10 12 7 6 19 19 20
Operating income 33 35 36 37 49 73 74 77
Staff costs (13) (13) (13) (14) (19) (28) (29) (29)
Other expenses (9) (9) (10) (10) (18) (25) (25) (26)
Depr. (1) (1) (1) (1) (1) (1) (1) (1)
Operating expenses (23) (23) (24) (24) (37) (54) (55) (56)
Operating profit before losses 10 11 12 12 12 19 20 21
Net loan losses (2) 2 (0) (0) (1) 3) (3) (3)
Pre-tax profit 8 13 12 12 11 17 17 18
Tax expense (3) (4) (4) (5) (5) (7) ) 7
Net profit 4 9 7 7 6 10 10 11
Minority interests (2) (6) (4) (3) (6) (4) (4) (5)
Net profit attributable 3 3 3 4 0 6 6 6
BALANCE SHEET (EURm) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Current assets 72 121 141 98 192 121 135 143
Gross loans 813 847 888 1,152 1,920 1,958 1,997 2,037
Other assets and accruals 87 65 64 103 196 152 152 152
Total assets 973 1,033 1,094 1,353 2,308 2,231 2,284 2,332
Deposits from credit institutions 84 74 62 68 169 58 60 60
Deposits from the public 800 846 905 1,152 1,912 1,950 1,989 2,029
Certificates and bond loans - - - - - - - -
Other liabilities accruals and allocat. 19 26 32 37 50 38 43 43
Subordinated loan capital 31 41 47 46 82 87 92 97
Equity 39 46 48 49 94 97 100 103
Total debt and equity 973 1,033 1,094 1,353 2,308 2,231 2,284 2,332
Average total assets 1,003 1,063 1,223 1,830 2,269 2,257 2,308
PER SHARE DATA & VALUATION (EUR) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Avg. no. of shares 5 5 6 6 7 8 8 8
End. no. of shares 5 6 6 6 8 8 8 8
Price 5.9 6.7 7.9 8.2 9.7 9.7 9.7 9.7
Market cap. 31 38 45 46 75 75 75 75
EPS reported 0.51 0.61 0.60 0.64 3.25 0.72 0.75 0.79
EPS adij. 0.51 0.61 0.60 0.64 0.03 0.72 0.75 0.79
BVPS 7.5 8.0 8.4 8.7 12.1 125 12.9 13.3
DPS 0.22 0.26 0.30 0.32 0.32 0.36 0.38 0.40
P/E 11.6 10.9 13.0 12.7 3.0 13.4 12.9 12.3
P/E adj. 11.6 10.9 13.0 12.7 - 134 12.9 12.3
P/B 0.8 0.8 0.9 0.9 0.8 0.8 0.8 0.7
Dividend Yield 3.7% 3.9% 3.8% 3.9% 3.3% 3.7% 3.9% 4.1%
KEY RATIOS 2015 2016 2017 2018 2019 2020e 2021e 2022e
Net interest margin 2.39% 2.30% 2.16% 2.39% 2.32% 2.24% 2.30% 2.31%
Net interest margin (int.-bearing assets) 2.63% 2.62% 2.53% 2.71% 2.59% 2.50% 2.55% 2.57%
Cost/Income 67% 64% 63% 63% 64% 71% 71% 70%
Loan losses (bps annualised) 26 (46) 3 5 8 15 15 16
ROE 7.5% 7.4% 7.5% 0.3% 5.9% 5.9% 6.0%
ROA 0.3% 0.3% 0.3% 0.3% 1.3% 0.2% 0.3% 0.3%
RORWA 0.3% 0.4% 0.4% 0.4% 1.8% 0.3% 0.4% 0.4%
23 Jun 2020 Pareto Securities Research 9(14)
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This publication or reportmay be based on or contain information, such as opinions, recommendations, estimates, price targets and valuations which emanate from Pareto Securities Research’ analysts or
representatives, publicly available information, information from other units or companies in the Group Companies, or other named sources.

To the extent this publication or report is based on or contains information emanating fromother sources (“Other Sources”) than Pareto Securities Research (“External Information”), Pareto Securities
Research has deemed the Other Sources to be reliable but neither the companies in the Pareto Securities Group, others assodated or affiliated with said companies nor any other person, guarantee the
accuracy, adequacy or completeness of the External Information.

Ratings

Equity ratings: “Buy” Pareto Securities Research expects this financial instrument’s total return to exceed 10% over the next 12 months
“Hold” Pareto Securities Research expects this financial instrument’s total return to be between -10% and 10% over the next 12 months
“Sell” Pareto Securities Research expects this financial instrument’s total return to be negative by more than 10% over the next 12 months

Analysts Certification

The research analyst(s) whose name(s) appear on research reports prepared by Pareto Securities Research certify that: (i) all of the views expressed in the research report accurately reflect their personal
views about the subject security or issuer, and (i) no part of the research analysts’ compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analysts in research reports that are prepared by Pareto Securities Research.

The research analysts whose names appears onresearch reports prepared by Pareto Securities Research received compensation that is based upon various factors including Pareto Securities’ total
revenues, a portion of which are generated by Pareto Securities’ investment banking activities.

Limitation of liability

Pareto Securities Group or other associated and affiliated companies assume no liability as regards to any investment, divest ment or retention decision taken by the investor on the basis of this
publication or report. In no event will entities of the Pareto Securities Group or other assodated and affiliated companies be liable for direct, indirect or incidental, special or consequential damages
resulting from the information in this publication or report.

Neither the information nor any opinion which may be expressed herein constitutes a solidtation by Pareto Securities Researc h of purchase or sale of any securities nor does it constitute a solidtation to
any person in any jurisdiction where solidtation would be unlawful. All information contained in this research report has been compiled from sources believed to be reliable. However, no representation
or warranty, express or implied, is made with respect to the completeness or accuracy of its contents, and it is not to be relied upon as authoritative.
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Risk information

The risk of investing in certain financial instruments, including those mentioned in this document, is generally high, as their market value is exposed to a lot of different factors such as the operational and
financial conditions of the relevant company, growth prospects, change in interest rates, the economic and political environment, foreign exchange rates, shifts in market sentiments etc. Where an investment
or security is denominated in a different currencyto the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from thatinvestmentto
the investor. Past performance is nota guide to future performance. Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may
lose all or part of the investments.

Conflicts of interest

Companies in the Pareto Securities Group, affiliates or staff of companies in the Pareto Securities Group, may perform services for, solicit business from, make a market in, hold long orshort positions in, or
otherwise be interested in the investments (including derivatives) of any company mentioned in the publication or report.

In addition Pareto Securities Group, or affiliates, may fromtime to time have a broking, advisory or other relationship with a company which is the subject of or referred to in the relevant Research, including
acting as that company's official or sponsoring broker and providing investment banking or other financial services. It is the policy of Pareto to seek to act as corporate adviser or broker to some of the
companies which are covered by Pareto Securities Research. Accordingly companies covered in any Research may be the subject o f marketing initiatives by the Investment Banking Department.

To limit possible conflicts of interest and counter the abuse of inside knowledge, the analysts of Pareto Securities Research are subjectto internal rules on sound ethical conduct, the management of inside
information, handling of unpublished research material, contact with other units of the Group Companies and personal account dealing. The internal rules have been prepared in accordance with applicable
legislation and relevant industry standards. The object of the internal rules is for example to ensure thatno analyst will abuse or cause others to abuse confidential information. It is the policy of Pareto
Securities Research that no link exists between revenues from capital markets activities and individual analyst remuneration. The Group Companies are members of national stockbrokers’ assodations in each
of the countries in which the Group Companies have their head offices. Internal rules have been developed in accordance with recommendations issued by the stockbrokers associations. This material has
been prepared following the Pareto Securities Conflict of Interest Policy.

The guidelines in the policy indude rules and measures aimed at achieving a suffident degree of independence between variou s departments, business areas and sub-business areas within the Pareto
Securities Groupin order to, as far as possible, avoid conflicts of interestfromarising between such departments, business areas and sub-business areas as well as their customers. One purpose of such
measures is to restrict the flow of information between certain business areas and sub-business areas within the Pareto Securities Group, where conflicts of interest may arise and to safeguard the
impartialness of the employees. For example, the Investment Banking departments and certain other departmentsincluded in the Pareto Securities Group are surrounded by arrangements, so-called Chinese
Walls, to restrict the flows of sensitive information from such departments. The internal guidelines also include, without limitation, rules aimed at securing the impartialness of, e.g., analysts working in the
Pareto Securities Research departments, restrictions with regard to the remuneration paid to such analysts, requirements with respect to the independence of analysts from other departments within the
Pareto Securities Group rules concerning contacts with covered companies and rules concerning personal account trading carried out by analysts.

Distribution restriction

The securities referred to in this publication or report may notbe eligible for sale in some jurisdictions and persons into whose possession this document comes should informthemselves about and observe
any such restrictions. This publication orreportis notintended for and must not be distributed to private customers in the US, or retail clients in the United Kingdom, as defined by the Financial Conduct
Authority (FCA).

This research is only intended for and may only be distributed to institutional investors in the United States and U.S entities seeking more information about any of the issuers orsecurities discussed in this
report should contact Pareto Securities Inc. at 150 East 52nd Street, New York, NY 10022, Tel. 212 829 4200.

Pareto Securities Inc. is a broker-dealer registered with the U.S. Securities and Exchange Commission and is a member of FINRA &SIPC. U.S. To the extent required by applicable U.S. laws and regulations,
Pareto Securities Inc. accepts responsibility for the contents of this publication. Investment products provided by or through Pareto Securities Inc. or Pareto Securities Research are not FDICinsured, may lose
value and are not guaranteed by Pareto Securities Inc. or Pareto Securities Research. Investing in non-U.S. securities may entail certain risks. This document does not constitute or form part of any offer for
sale or subscription, nor shall it or any part of it form the basis of or be relied on in connection with any contract or com mitment whatsoever. The securities of non-U.S. issuers may notbe registered with or
subject to SEC reporting and other requirements. The information available about non-U.S. companies may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and
reporting standards as U.S. companies. Market rules, conventions and practices maydiffer from U.S. markets, adding to transaction costs or causing delays in the purchase or sale of securities. Securities of
some non-U.S. companies may notbe as liquid as securities of comparable U.S. companies. Fluctuations in the values of national currencies, as well as the potential for governmental restrictions on currency
movements, can significantly erode prindpal and investment returns.

Pareto Securities Research may have material conflicts of interest related to the production or distribution of this research report which, with regard to Pareto Securities Research, are disclosed herein.

Distribution in Singapore
Pareto Securities Pte Ltd holds a Capital Markets Services License is an exempt financial advisor under Financial Advisers Act, Chapter 110 (“FAA”) of Singapore and a subsidiary of Pareto Securities AS.

This report is directed solely to persons who qualify as "accredited investors”, "expert investors" and "institutional investors" as defined in section 4A(1) Securities and Futures Act, Chapter 289 (“SFA”)

of Singapore. This report is intended for general circulation amongstsuch investors and does not take into account the specific investment objectives, financial situation or particular needs of any particular
person. You should seek advice from a financial adviser regarding the suitability of any product referred toin this report, takinginto account yourspecific finandal objectives, financial situation or particular
needs before making a commitment to purchase any such product. Please contact Pareto Securities Pte Ltd, 16 Collyer Quay, # 2 7-02 Income at Raffles, Singapore 049318, at +65 6408 9800 in matters arising
from, or in connection with this report.

Additional provisions on Recommendations distributed in the Canada

Canadian recipients of this research report are advised that this research report is not, and under no dircumstances is it to be construed as an offer to sell or a solicitation of or an offer to buyany securities
that may be described herein. This research report is not, and under no circumstances is itto be construed as, a prospectus, offering memorandum, advertisement or a public offering in Canada of such
securities. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon this research report or the merits of any securities described ordiscussed herein and any
representation to the contrary is an offence. Any securities described or discussed within this research report may only be distributed in Canada in accordance with applicable provindal and territorial
securities laws. Any offer or sale in Canada of the securities described or discussed herein will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian
securities regulators and only bya dealer properly registered under applicable securities laws or, alternatively, pursuantto an exemption from the dealer registration requirement in the relevant province or
territory of Canada in which such offer or sale is made. Under no circumstances is the information contained herein to be con strued as investmentadvice in any province or territory of Canada nor should it be
construed as being tailored to the needs of the recipient. Canadian recpients are advised that Pareto Securities AS, its affiliates and its authorized agents are not responsible for, nor do they accept, any
liability whatsoever for any direct orconsequential loss arising from any use of this research report or the information contained herein.

Distribution in United Kingdom
This publication isissued for the benefit of persons who qualify as eligible counterparties or professional dients and shou Id be made available only to such persons andis exempt from the restriction on
financial promotion in s21 of the Financial Services and Markets Act 2000 in reliance on provision in the FPO.

Copyright
This publication or report may not be mechanically duplicated, photocopied orotherwise reproduced, in full or in part, under applicable copyright laws. Any infringement of Pareto Securities Research’s
copyright can be pursued legally whereby the infringer will be held liable for any and all losses and expenses incurred by the infringement.
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Appendix A

Disclosure requirements pursuant to the Norwegian Securities Trading Regulations section 3-10 (2) and section 3-11 (1), letters a-b

The below list shows companies where Pareto Securities AS -together with affiliated companies and/or persons —own a portion of the shares exceeding 5% of the total share capital in any company

where a recommendation has been produced or distributed by Pareto Securities AS.

Companies
Helgeland Sparebank

Pareto Bank ASA

No. of shares Holdinas in %
2,009,280 9.63%

%,904,458 2134%

Companies
SpareBank 1@stfold Akers|

Sparebanken Vest

No. of shares Holdings in %
1,139,852 9.20%

6,370,821 5.94%

Pareto Securities AS or its affiliates own as determined in accordance with FINRA Rule 2241, 1 % or more of the equity securfies of :

Companies No. of shares Holdinas in % Companies No. of shares Holdings in %

Helgeland Sparebank 2,009,280 9.63% SpareBank 1ISMN 1880,442 145%
NHST Media Group AS 18,000 140% SpareBank 1Qstfold Akers| 1139,852 9.20%
Pareto Bank ASA 44,904,458 2134% Sparebanken M gre 305,239 3.09%
Selvaag Bolig ASA 2,177,497 232% Sparebanken Ser 433,444 277%
SpareBank 1BV 1655,220 2.62% Sparebanken Vest 6,370,821 5.94%
SpareBank 1Nord-Norge 3,245,605 3.23% Totens Sparebank 78,246 128%

Pareto Securities AS may hold financial instruments in companies where a recommendation has been produced or distributed by Rreto Securities AS in connection with rendering investment services,

including Market Making.

Please find below an overview of material interests in shares held by employees in Pareto Securities AS, in companies where aecommendation has been produced or distributed by Pareto Securities AS. "By

material interest" means holdings exceeding a value of NOK 50 000.

Analyst Total Analyst Total
Company holdings* holdings Company holdings* holdings
Adevinta 0 574  Grieg Seafood 0 5,458
AF Gruppen 0 18,985 Hafnia Limited 0 30,000
Aker 0 791 Helgeland Sparebank 0 2,777
AkerBP 0 23,376 HoeghLNG 0 3,890
American Shipping Compar 0 3,500 Ice Group 0 104,391
Atlantic Sapphire 0 1105 Jeeren Sparebank 0 500
Avance Gas 0 4,456 Komplett Bank 0 94,300
Axactor 0 11376 Kongsberg Gruppen 0 34,274
Bakkafrost 0 %4 KWS 75 75
BASF 270 270 LergySeafood 0 3,789
Bonheur 0 38,876 Mowi 0 3,779
BRABank 0 1371000 NORBIT 0 4,955
BW Energy Limited 0 43,075 Nordic Semiconductor 0 6,765
BW Offshore 0 8,326 Norsk Hydro 0 102,821
DNB 0 31464 Norwegian Air Shuttle 0 39,463
DNO 0 496,263 Norwegian Finans Holding 0 3,310
Elkem 0 5218 NTS 0 2,172
Entra 0 10,537 Ocean Yield 0 46,005
Equinor 0 5,132 Okeanis Eco Tankers 0 2,000
Europris 0 1769 Orkla 0 18,699
Fjord1 0 50,000 Panoro Energy 0 7,285
Fjordkraft Holding 0 2,000 Pareto Bank 0 1280,848
Frontline 0 1730 Protector Forsikring 0 4,785
Gjensidige Forsikring 0 7,280 Quantafuel 0 254
Golden Ocean Group 0 1744 REC Silicon 0 32,708

This overview is updated monthly (last updated 15.06.2020).

*Analyst holdingsreferstopositionsheld by the Pareto SecuritiesAS analyst coveringthe company.

Company

SalMar

Sandnes Sparebank
Sbanken

Scatec Solar

Schibsted ASA A Aksjer
Schibsted ASA B Aksjer
Selvaag Bolig
SpareBank 1BV
SpareBank 1Nord-Norge
SpareBank 1SMN
SpareBank 1SR-Bank
SpareBank 1@stlandet
Sparebanken Sgr
Sparebanken Vest
Sparebanken Qst
Stolt-Nielsen
Storebrand

Subsea 7

Telenor
TGS-NOPEC

VOWASA
XXL

Yara International

Analyst
holdings*

O O O OO O 0O 0O 0O O ©O ©O 0O O O O O O O O 0 O ©

Total

holdings
385
25,782
4,755
35,000
232
607
2,350
22,000
26,050
17,740
42,601
10,021
6,135
%,894
1500
42217
7,720
3,198

2,076
2,000

4,781
12453
13,945

Sponsored Research Update
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Appendix B

Disclosure requirements pursuant to the Norwegian Securities Trading Regulation § 3-11, letters e-f, ref the Securities Trading Act Section 3-10

Sponsored Rese Update

Overview over issuers of financial instruments where Pareto Securities AS have prepared or distributed investmentrecommendation, where Pareto Securities AS have been lead manager/co-lead manager

or have rendered publicly known not immaterial investment banking services over the previous 12 months:

2020Bulkers
24SevenOffice Scandinavia AB
Acconer AB

AdvanziaBank
AfricaEnergy

African Petroleum Corporation
Agder Energi

Aker ASA

AprilaBank ASA

Belships

Borr Drilling Ltd.

BRAbank

BRABank ASA

BWEnergy

Cabonline Group Holding AB
CentralNic Group
CibusNordic Real Estate AB
Digiplex

DNOASA

DOFASA

DOF SubseaAS

Erwe Immobilien

EuromicronAG

This overview is updated monthly (this overview is for the period 3105.2019 — 31.05.2020).

Appendix C

L . ian Secuities Trading Regulation § 3-

Distribution of recommendations

Recommendation
Buy

Hold

Sell

Exmar NV

FiloMining Corp
FlexLNG

Floatel

Genel Energy

GG. St. Kongensgade 100 og 106
HafniaLimited
Hafslund E-CO
Helgeland Sparebank
HKN Energy Ltd
Hunter Group
Hérmann Industries
Ice Group
ICWHolding

Kingfish Zeeland

Klaveness Combination CarriersASA

Kongsberg Automotive
LifeFit

Luxaviation Holding
Monobank ASA
MutaresSE& Co.KGaA
Navigator Holdings

Next BiometricsGroup ASA

% distribution
65%

31%

4%

Distribution of recommendations (transactions*)

Recommendation
Buy

Hold

Sell

* Companies under coverage with which Pareto Securities Group has on-going or completed public investment banking services in the previous 12 months

% distribution
83%

17%

0%

This overview is updated monthly (last updated 15.06.2020).

Norbit Group

Northern Ocean
NorwegianAir Shuttle
Nouveau Monde Graphite
Ocean Yield

Odfjell SE

OKEA

Otiga Group

ParetoBank

Petroleum Geo-Services
PetroTal

PexipHolding ASA
Pinewood Laboratories
Pioneer Property Group
Pioneer Property GroupASA
Providencesinv. Mngmt Pty
Salmon EvolutionAS
SandnesSparebank
Seadrill

Sparebanken Vest

Stolt Nilsen

TEMPTON Dienstleistungen
United Camping AB

23 Jun 2020
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Appendix D
This section applies to research reports prepared by Pareto Securities AB.

Disclosure of positions in financial instruments
The beneficial holding of the Pareto Group is 1 % or more of the total share capital of the following companies included in P areto Securities AB's research coverage universe: None

The Pareto Group has material holdings of other financial instruments than shares issued by the following companies induded in Pareto Securities AB’s research coverage universe: None
Disclosure of assignments and mandates

Overview over issuers of financial instruments where Pareto Securities AB has prepared or distributed investment recommendation, where Pareto Securities AB has been lead manager or co-ead manager
or has rendered publicly known not immaterial investment banking services over the previous twelve months:

Azelio Jetpak Top Holding AB Pledpharma AB ShaM aran Petroleum
Bionvent Mentice AB QleanAir Holding
IRRAS AB Minesto Sedana Medical

Members of the Pareto Group provide market making or other liquidity providing services to the following companies induded in Pareto Securities AB’s research coverage universe:

ByggPartner i Dalarna Holding Magnolia Bostad SciBase Holding Tethys Oil
Cibus Nordic Real Estate Minesto Sedana M edical Vostok Emerging Finance
Isofol M edical Saltangen Property Invest ShaM aran Petroleum

Members of the Pareto Group have entered into agreements concerning the inclusion of the company in question in Pareto Securities AB’s research coverage universe with the following companies: None

Member of the Pareto Group is providing Business Management services to the following companies:

Bosjo Fastigheter AB Bréaviken Logistik Halmslétten M élarasen

Bonasudden Delarka Logistri Sydsvenska Hem

Members of the Pareto Group have entered into agreements concerning the inclusion of the company in question in Pareto Securities AB’s research coverage universe with the following companies: None
This overview is updated monthly (last updated 15.06.2020).

Appendix E

Disclosure requirements pursuant to the Norwegian Securities Trading Regulation §3-11, letter d, ref the Securities Trading Act Section 3-10

Designated Sponsor

Pareto Securities acts as a designated sponsor for the following companies, including the provision of bid and ask offers. Th erefore, we regularly possess shares of the company in our proprietary trading
books. Pareto Securities receives a commission from the company for the provision of the designated sponsor services.

2G Energy * Gigaset * MLP* Siemens Healthineers AG
Baywa Heidelberg Pharma * MOBOTIX AG SMT Scharf AG *
Biotest * Hypoport AG mutares Surteco Group *
Brenntag Intershop Communications AG OVB Holding AG Syzygy AG *
CORESTATE Capital Holding S.A. ISRA Vision Procredit Holding * TAKKT AG

Daldrup & Séhne Leifheit PSI SOFTWARE AG * Vapiano

Demire Logwin* PWO* va-Q-tec *

Epigenomics AG* Manz AG* RIB Software * Viscom *

Gesco * MAX Automation SE S&TAG*

GFT Technologies * M erkur Bank SCOUT24

* The designated sponsor services indude a contractually agreed provision of research services.

Appendix F

Sponsored Research
Pareto Securities has entered into an agreement with these companies aboutthe preparation of research reports and—in return - receives compensation.

Adler M odemaerkte Daldrup & Sohne Intershop Communications AG mutares

Baywa Dermapharm Holding SE Leifheit OHB SE

BB Biotech First Sensor MAX Automation SE OVB Holding AG
B.R.A.IN. Godewind Immobilien AG Merkur Bank Siegfried Holding AG
comdirect Hypoport AG MOBOTIX AG

This overview is updated monthly (last updated 15.06.2020).
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