MLP Group

Bloomberg: MLG PW Equity, Reuters: MLGP.WA

Buy, PLN 110

Maintained

Return to the faster growth path
(SUMMARY)

At the turn of 2023/2024, the MLP Group’s development platform started to regain
momentum after several weaker quarters. The company commenced the construction
of a long-awaited project in Vienna, as well as several projects in Poland. Altogether,
space under construction increased to almost 200k sqm GLA, compared to only 61k
sqm GLA a year ago. We remain positive on the logistics property market and believe
in the MLP Group’s growth potential in the coming years. At the same time, we are
downgrading our forecasts for the company by 21% on FFO’24-26 and by 11% on
NAV’24-26, to reflect 1) the slower growth of the portfolio in 2023 and 2) higher than
expected finance costs. We maintain a BUY recommendation, cutting our TP by 4%
to PLN 110 per share.

Strategic goals for 2024-2028

At the beginning of April, the MLP Group announced its strategic goals for 2024-2028,
implying 5Y CAGR of 21% for FFO and 18% for NAV per share. We perceive those goals
as ambitious. Our TP discounts a slightly less optimistic, though still challenging
scenario of 18% FFO 5Y-CAGR and 12% NAV 5Y-CAGR.

Breakthrough on foreign markets

In 1Q24, the MLP Group finally started the construction of the city logistics project in
Vienna of 54k sqm (expected completion by the end of 2024). In 2024, the company
expects to obtain a building permit for approx. 55k sqm for another city logistics project
in Gelsenkirchen (the old buildings have already started to be demolished).

Poland - high development activity and high competition

Poland remains one of the fastest growing markets in Europe in terms of industrial and
logistics supply. There were 2.3m sqm of logistics space under construction in Poland
as of 1024, but only 0.36m sqm of space started construction last quarter. The take-up
in 1024 was 17% lower y/y and the vacancy increased to 8.1% (+2.0 p.p. y/y). In this
competitive market environment, prime rents remained roughly stable y/y and 35-40%
above the level seen 3 years ago.

PLN mn 2022 2023 2024F 2025F 2026F
Revenues 279 361 407 517 618
Gross profit on sales 177 225 240 314 372
Gross margin 63% 62% 59% 61% 60%
Revaluation of IP 456 -258 154 294 344
EBIT 590 -80 349 562 668
FFO 87 93 91 119 158
Net Profit (loss) 422 -52 216 335 410
P/E 4.0 nm 8.9 5.7 4.7
pP/BV 0.7 0.8 0.7 0.7 0.6
FFO yield 45 49 4.7 6.2 8.2
Dividend yield 0.00 0.00 0.00 0.00 0.00
EPS 17.60 =217 8.98 13.95 17.09
FFOPS 3.62 3.89 3.78 4.94 6.59
DPS 0.00 0.00 0.00 0.00 0.00
BVPS 104.10 99.84 108.85 122.80 139.89
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This recommendation was drafted against remuneration at the individual request of The Warsaw Stock Exchange (Gietda Papierow Wartosciowych w Warszawie S.A.). The Warsaw
Stock Exchange holds proprietary copyright to this recommendation.
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Basic parameters

Ratio

EPS, GAAP (PLN)
Revenue (PLN m)
Gross Margin %

EBIT (PLN m)

EBITDA (PLN m)

Net Income, GAAP (PLN m)
Net Debt (PLN m)

BPS (PLN)

DPS (PLN)

Return on Equity %
Return on Assets %
Depreciation (PLN m)
Amortization (PLN m)
Free Cash Flow (PLN m)
CAPEX (PLN m)

Source: PKO BP securities

Valuation

2024F
8.98
406.6
59.0%
348.6
196.0
215.6
21353
108.85
0.00
9.0%
4.2%
1.7

0.0
-307.1
448.1

““ Securities

Our valuation is based on the Residual Income Model. According to our calculations, the MLP Group’s
target price is PLN 110.0 per share, 38% above the current market price.

Residual Income Model assumptions:

e FFO growth in 2024-2029 at 17% CAGR.

e Revaluation profit of average PLN 278m annually in 2024-2029.

e EUR/PLN of 4.30 in 2024-2029.

e CAPEX of PLN 450m in 2024, PLN 650-750m annually in 2025-2026, followed by an average

of PLN 450m annually in 2027-2029.

e Target LTV of 45% in 2026+.

e Dividend: No dividend in 2024-2026. From 2026, a payout at 40% of FFO.

e Average ROE of 11.8% in 2024-2028.

e Target ROE of 10.9% (ROE as at 2029).

e Equity cost: Risk-free rate: 5.0%, equity risk premium: 5.5%, beta: 1.20.
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Residual Income Model

PLN (mn) 2023 2024F 2025F 2026F 2027F 2028F 2029F
Investment properties 4 542 5145 6 189 7183 7943 8 615 9 397
Income generating 3734 4677 5711 6662 7492 8222 8983
In preparation 808 468 478 522 451 394 414
Restricted cash & loans granted 98 104 104 104 104 104 104
Cash 344 501 404 415 396 415 404
Other assets 106 122 145 165 183 198 213
Total assets 5090 5873 6 843 7 868 8 626 9333 10118
Debt 2114 2 647 3184 3 689 4 056 4 384 4726
Equity 2 396 2612 2 947 3 357 3701 4032 4 388
Net profit -52 216 335 410 408 406 440
ROE -2.1% 9.0% 12.8% 13.9% 12.1% 11.0% 10.9%
FFO (after tax) 93 91 119 158 186 211 235
Dividend 0 0 0 0 63 75 85
Equity cost 11.6% 11.6% 11.6% 11.6% 11.6% 11.6% 11.6%
Risk-free rate 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Equity premium 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
Beta 1.20 1.20 1.20 1.20 1.20 1.20 1.20
Discount ratio 1.00 0.90 0.80 0.72 0.64 0.58 0.52
Valuation
Sustainable ROE (ROE 2029) 10.9%
Cost of Equity 11.6%
Implied fair P/B (x) 0.94
2029 Equity 4 388
2029 Equity Fair Value 4131
NPV of FV 2029 2138
NPV of dividends 128
Fair Value 2 266
Number of shares (million) 24.0
Fair Value per share as at 12'23 (PLN) 94.4
Target price in 12 mths (PLN) 110.0
Current price 80.0
Expected rate of return 38%

Source: forecasts of PKO BP Securities
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Comparative valuation

Multiple valuation

Company

CTP NV

Warehouses De Pauw CVA
KMC Properties ASA

Catena AB

Sagax AB

Segro PLC

Tritax Big Box REIT PLC
Prologis Inc

Rexford Industrial Realty Inc
Goodman Group

Median

MLP Group
Premium/disc.

Weight

Valuation per share (PLN)

Stock
Price

(local)

16.50
26.72
7.26
532.00
286.00
897.20
155.40
104.75
43.68
34.45

80.00

184.6

Market
Cap
(EUR m)

7395
5980
265
2531
8776
14 099
4 527
89 294
8 760
40 042

446

Source: forecast of PKO BP Securities, *Bloomberg

2023

8.0
19.0
66.0
259
28.3
279
19.7
33.6
39.6
36.6

28.1

0%

P/E

2024F

8.4
18.3
16.3
24.7
25.4
26.1
18.5
33.2
39.6
322

25.0
8.9

-64%
25%

)
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2025F

8.6
17.6
20.1
21.9
23.6
24.4
17.3
30.1
29.0
28.7

22.8

5.7

-75%
25%

2023

1.20
1.28
0.91
1.63
2.78
0.97
0.86
1.73
1.16
3.56

1.24

0.80

-35%
0%

P/8

2024F

1.08
1.26
0.96
1.46
2.76
0.97
0.81
1.75
1.14
3.57

1.20
0.73

-39%
25%

2025F

0.99
1.20
0.93
1.38
2.53
0.92
0.77
1.77
1.14
3.15

117

0.65

-44%
25%
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Financial Forecasts

Profit and loss account 2019 2020 2021 2022 2023  2024F 2025F 2026F  2027F
Revenues 140 191 201 279 361 407 517 618 707
Costs of sold products, goods and materials 59 80 79 102 136 167 203 246 282
Gross profit on sales 81 111 121 177 225 240 314 372 425
General administrative expenses 19 28 29 35 35 43 45 46 48
Other operating income 1 3 2 3 2 5 1 1 1
Other operating costs 4 1 3 11 13 8 2 2 2
EBITDA 60 85 92 135 179 196 270 326 377
Revaluation of IP 121 213 540 456 -258 154 294 344 308
EBIT 180 298 632 590 -80 349 562 668 683
Net financial gain (loss) -17 -88 -33 -61 19 -77 -133 -142 -161
Pre-tax profit 163 210 599 529 -61 272 429 526 523
Income tax -34 -40 -119 -107 9 -56 -94 -116 -115
Net profit (loss) attributable to non-controlling interest 0 0 0 0 0 0 0 0 0
Net Profit (loss) 129 170 480 422 -52 216 335 410 408
FFO 33 47 55 87 93 91 119 158 186
Balance Sheet 2019 2020 2021 2022 2023  2024F 2025F 2026F 2027F
Fixed assets 1,838 2,392 3,457 4,575 4,668 5,277 6,320 7,314 8,074
Investment property 1,810 2,331 3,395 4,433 4,542 5,145 6,189 7,183 7,943
Other long-term assets 28 61 63 142 126 131 131 131 131
Current assets 236 291 328 415 422 596 522 553 552
Trade receivables 67 89 74 92 64 80 103 124 141
Other short-term assets 67 39 I 8 13 15 15 15 15
Cash and cash equivalents 102 163 177 315 344 501 404 415 396
Total Assets 2,074 2,683 3,786 4,990 5,090 5,873 6,843 7,868 8,626
Equity 939 1,212 1,825 2,498 2,396 2,612 2,947 3,357 3,701
Non-controlling interests 0 0 0 0 0 0 0 0 0
Long-term liabilities 971 1,375 1,722 2,220 2,352 2,790 3,401 3,994 4,442
Loans and borrowings 780 1,132 1,370 1,764 1,908 2,300 2,837 3,342 3,709
Trade liabilities and other 45 62 58 55 79 82 82 82 82
Short-term liabilities 164 96 239 272 342 471 495 517 483
Loans and borrowings 54 34 121 92 206 347 347 347 347
Trade liabilities and other 110 62 117 180 136 124 148 170 136
Total Liabilities 2,074 2,683 3,786 4,990 5,090 5,873 6,843 7,868 8,626
Cash flow statement 2019 2020 2021 2022 2023 2024F 2025F 2026F  2027F
Cash flow on operating activity 86.1 92.7 164.7 164.7 176.9 141.0 250.1 299.8 292.6
Cash flow on investment activity -208.1 -393.4 -569.8 -508.6 -486.9 -453.2 -751.8 -651.8 -453.8
Cash flow on financial activity 178.2 355.0 421.5 477.3 3357 465.9 404.6 362.7 1423
Indicators 2019 2020 2021 2022 2023  2024F 2025F 2026F  2027F
ROE 14.8% 15.8% 31.6% 19.5% -2.1% 8.6% 12.0% 13.0% 11.6%
ROA 6.2% 6.4% 12.7% 8.5% -1.0% 3.7% 4.9% 5.2% 4.7%
Number of shares 18.11 19.72 21.37 23.99 23.99 23.99 23.99 23.99 23.99
EPS 7.14 8.64 2248 17.60 -2.17 8.98 13.95 17.09 16.99
FFOPS 1.81 2.37 2.56 3.62 3.89 3.78 494 6.59 7.76
DPS 0.22 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2.64
BVPS 51.82 61.45 85.36 104.10 99.84 108.85 122.80 139.89 154.25
Net debt 7329 10035 13139 15413 17694 21457 27803 32746  3,659.9
Net debt/Equity 78.1% 82.8% 72.0% 61.7% 73.9% 82.1% 94.4% 97.6% 98.9%

Source: forecasts of PKO BP Securities
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INFORMATION AND RESERVATIONS
REGARDING THE NATURE OF RECOMMENDATION AND LIABILITY FOR ITS DRAFTING, CONTENTS AND DISTRIBUTION

This recommendation (hereinafter: “Recommendation”) has been drafted by PKO BP Securities (hereinafter “PKO BP Securities”), the recommending entity (hereinafter: “Recommending
Entity”), acting in conformity with the Polish Act on Trading in Financial Instruments of 29 July 2005 and the Commission Delegated Regulation (EU) 2016/958 of 9 March 2016
supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the technical arrangements for objective
presentation of investment recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of conflicts
of interest, solely for the purposes of the customers of PKO BP Securities and is subject to confidentiality within seven calendar days of its distribution date.

This recommendation was drafted against remuneration at the individual request of The Warsaw Stock Exchange (Gietda Papierow Warto$ciowych w Warszawie S.A.). The Warsaw Stock
Exchange holds proprietary copyright to this recommendation.

Whenever this Recommendation mentions an “Issuer”, it will be understood as a company to which the Recommendation pertains directly or indirectly. If the Recommendation pertains
to more than one company, the term “Issuer” will apply to all these companies.

The perspective expressed in the Recommendation reflects the opinion of the Analyst(s) of PKO BP Securities regarding the analysed company and the financial instruments issued by
it. Opinions contained in this Recommendation should not be treated as authorised or approved by the Issuer.

The Recommendation has been prepared subject to due diligence and reliability, based on facts and information generally considered credible (including, in particular, financial statements
and current reports of the company); nevertheless, PKO BP Securities does not guarantee their absolute precision or completeness. The basis for preparing the Recommendation
comprises information on the company which was publicly available by the day of its drafting. The forecasts presented are based solely on the analysis conducted by PKO BP Securities
and on a number of assumptions which may prove incorrect in the future. PKO BP Securities does not grant any assurance that the forecast presented will be proved right. PKO BP
Securities is not liable for any losses incurred as a result of decisions made on the basis of information contained in this Recommendation. PKO Securities as a professional entity does
not evade liability for an imprecise or incomplete product or for the losses incurred by the Customer as a result of investment decisions taken on the basis of an unreliable
Recommendation. PKO Securities will bear no liability if the Recommendation has been prepared with due diligence and thoroughness. PKO Securities will not be held liable for any
potential defects of the recommendation, in particular for its incompleteness or imprecision, if said defects could not be avoided or foreseen at the moment of undertaking standard
actions in drafting the Recommendation. In the future, PKO BP Securities may issue other recommendations, presenting other conclusions which are consistent with those contained in
this Recommendation. Such recommendations reflect various assumptions, points of view and analytical methods adopted by the analysts preparing them. PKO BP Securities hereby
announces that the accuracy of earlier recommendations is no guarantee of their accuracy in the future.

PKO BP Securities hereby announces that investing money in financial instruments is connected with the risk of losing a part of or all the invested funds. PKO BP Securities notes that
the price of financial instruments is influenced by many different factors which are or may be independent from the Issuer or the results of the Issuer’s operations. These can include,
among other things, changing economic, legal, political and fiscal conditions. A decision on purchasing any financial instruments should be made solely on the basis of the prospectus,
offer or other generally available documents and materials published in accordance with the binding provisions of Polish law.

This Recommendation does not constitute an offer or an invitation to subscribe for or purchase or conclude transactions on financial instruments and is not aimed at encouraging its
addressees to purchase or sell any financial instruments.

With the exception of the remuneration paid by PKO BP Securities, Analysts do not receive any other consideration from the Issuer or other third parties for drafting recommendations.
Analysts drafting recommendations are remunerated on a variable basis, indirectly depending on the financial results of PKO BP Securities that may be contingent, among other things,
on the results generated by PKO BP Securities with respect to brokering services offered.

PKO BP Securities hereby announces that it renders brokering services in the scope of drafting investment analyses, financial analyses and other recommendations of a general nature
under a permit of the Polish Financial Supervision Authority dated 7 October 2010. At the same time, PKO BP Securities hereby announces that brokering services are rendered to
customers in accordance with the binding “Rules and regulations for rendering the service of drafting investment analyses, financial analyses and publications regarding financial
instruments by PKO BP Securities” (here) as well as on the basis of a written agreement on rendering the service of drafting investment analyses, financial analyses and publications
regarding financial instruments by PKO BP Securities. The entity exercising supervision over PKO BP Securities within the scope of its brokering operations is the Polish Financial
Supervision Authority.

Explanation of the specialist terminology used

min (max) 52 weeks: minimum (maximum) of the market share price during the previous 52 weeks

Capitalisation: product of the share market price and the number of shares

EV: sum of the company’s capitalisation and net debt

free float (%): share of the total number of shares decreased by 5% stakes held by one shareholder and own shares held by the company in the total number of shares
Average trading/month: average trading per month calculated as total trading value over previous 12 months divided by 12

ROE: rate of return on equity

ROA: rate of return on assets
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EBIT: operating profit

EBITDA: operating profit + depreciation and amortization

EPS: earnings per share

DPS: dividend per 1 share

CEPS: sum of net profit and depreciation and amortization per 1 share

P/E: quotient of share market price and EPS

P/BV: quotient of share market price and book value of one share

EV/EBITDA: quotient of capitalisation increased by the company’s net debt and EBITDA
Gross sales margin: relation of gross sales profit to net sales proceeds

EBITDA margin: relation of the sum of operating profit and depreciation to net sales proceeds
EBIT margin: relation of operating profit to net sales proceeds

Net profitability: relation of net profit to net sales proceeds

Valuation methods applied

A PKO BP Securities recommendation is based on at least two out of four valuation methods: DCF (discounted cash flow model), ratio analysis method (comparing the values of basic
market ratios with similar ratios of other companies representing a given sector), sum of the parts of assets method (SOTP) and discounted dividends model. A disadvantage of the DCF
and the discounted dividends model is their high sensitivity to adopted assumptions, including, in particular, those pertaining to determining the residual value. Furthermore, the discounted
dividends model cannot be applied to the valuation of companies without a determined dividend policy. The advantages of both these methods include their independence from current
market valuations of peer companies. On the other hand, the advantage of the ratio analysis is the fact that it is based on a measurable market valuation of a given sector. Its disadvantage
lies in the risk that at any given time, the market might not value peer companies correctly. The sum of the parts method (SOTP) consists in summing up the values of various assets of
the company, calculated using one of the above methods.

Recommendations applied by PKO BP Securities

A BUY recommendation means that the recommendation author thinks that company shares have the potential for at least a 10% price growth.

A HOLD recommendation means that the recommendation author thinks that company shares have the potential for growth between 0 and a 10%.

A SELL recommendation means that the recommendation author thinks that company shares have the potential for a price decline.

A recommendation may be assigned an “UNDER REVIEW” rating, which means that the recommendation ceases to be binding for an unexpected reason and that PKO BP Securities is
conducting investment research aimed at its update. Said investment research will result in issuing a new recommendation.

A recommendation may be assigned a “SUSPENDED” rating, which means that PKO BP Securities stopped conducting investment research. After investment research is recommenced,
the latest issued Recommendation will become binding.

Recommendations issued by PKO BP Securities are binding for a period of 12 months from their issue, unless they are updated in the meantime. PKO BP Securities updates issue
recommendations depending on the market situation and the analysts’ subjective opinion. The frequency of such updates is not specified.

Connections which could influence the objectivity of recommendations

Entities associated with PKO BP Securities may, insofar as is legally permissible, participate or invest in financial transactions in relations with the Issuer, render services to or assist in
rendering services to the Issuer or have the option to or conclude transactions on financial instruments issued by the Issuer (“financial instruments"). PKO BP Securities may, insofar as
permissible under Polish law, conclude transactions on financial instruments before this instrument is presented to recipients.

PKO BP Securities has the following connections with the Issuer:

Issuer: Reservation

MLP Group 1: NO, 2: NO, 3: NO, 4: NO, 5: NO, 6: NO, 7: NO, 8: NO, 9: NO

Explanations:

1. During the previous 12 months, PKO BP Securities was party to agreements on offering financial instruments issued by the Issuer or connected with assessing financial instruments
issued by the Issuer. During the previous 12 months, PKO BP Securities was a member of a consortium offering financial instruments issued by the Issuer.

PKO BP Securities purchases and sells financial instruments issued by the Issuer in its own name, in order to perform service or investment underwriting agreements.
PKO BP Securities has the role of market animator for the Issuer’s financial instruments under the terms stipulated in the Regulations of the Warsaw Stock Exchange.
PKO BP Securities has the role of the Issuer's animator for the Issuer’s financial instruments under the terms stipulated in the Regulations of the Warsaw Stock Exchange.
PKO BP Securities and PKO Bank Polski, whose organisational unit is PKO BP Securities, are parties to an agreement on drafting recommendations with the Issuer.

The Issuer holds shares of PKO Bank Polski, whose organisational unit is PKO BP Securities, in a total number constituting at least 5% of share capital.

PKO BP’s net long position exceeds 0.5% of the issuer's share capital.

PKO BP’s net short position exceeds 0.5% of the issuer's share capital.

Employees involved in drafting the recommendation have a net long position or a net short position exceeding 0.5% of the issuer's share capital.
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Excluding the above, no other contractual relations exist between the Issuer and DM PKO BP that could influence the objectivity of this Recommendation.
Disclosures

The recommendation has not been disclosed to the Issuer.

Other disclosures

No person involved in preparing the report or any of their next of kin hold any functions on the governing bodies of the Issuer or a managerial position in the Issuer’s organisation and
no such person or their next of kin are party to any agreement with the Issuer concluded under the terms different from other agreements concluded between the Issuer and consumers.
There are no people holding shares in the Issuer or financial instruments whose value is connected in any significant manner with the value of financial instruments issued by the Issuer
among persons involved in drafting the recommendation or persons who were not involved in drafting it, but who had or could have access to it.

PKO Bank Polski, its subsidiaries, representatives or employees may occasionally conclude transactions or be interested in purchasing financial instruments of companies which are
indirectly or directly connected with the analysed company.

PKO BP Securities is bound by internal regulations managing conflicts of interests; in particular, these regulations determine internal organisational solutions and limitations regarding
information flow to prevent uncontrolled information flow between respective organisational entities or PKO BP Securities’ employees in order to prevent and avoid conflicts of interests
regarding recommendations; in particular, the Chinese wall procedure has been implemented. The internal organisational structure of PKO BP Securities ensures that respective kinds of
brokering operations are executed separately.

This Recommendation has been drafted subject to due diligence to the best knowledge of the Recommending Entity; there exist no other connections between PKO BP Securities and the
analyst drafting this Recommendation on one part and the Issuer on the other.

The time and date stipulated on the front page of the report are the time and date of completing the process of drafting the Recommendation.



The date of the first distribution of the Recommendation is identical with the date stipulated on the front page. The time of the first distribution is 7:40.

Whenever this Recommendation quotes a price for the financial instrument, it will be understood as the closing price from the last trading day.

The list below sets out all the recommendations drafted by PKO BP Securities in the last 12 months, within the scope of the “Analytic Coverage Support Pilot Programme”.
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