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Graphisoft Park: 1Q18 - rental income exceeds our
expectations for second quarter in a row

Graphisoft Park has reported its 1Q18 results, beating our estimates on higher rental income, just as it did
in 4Q17. For the second quarter in a row, the average monthly rents amounted to EUR 15.8/sqm, well above
the EUR 14.8/sqm average monthly rents that Graphisoft Park generated in the two years prior, between
4Q15 and 3Q17. With the cost items broadly in line with our expectations, the better rental income was the
primary driver of the better-than-expected FFO, which reached EUR 2.3m during the quarter (vs. our
estimate of EUR 2.2m). If the higher average monthly rents prove to be sustainable, there would be some
small upside for our forecast. For 2018E, we estimate the average monthly rents at EUR 15.6/sqm.

The NAV stood at EUR 185m, broadly unchanged vs. the previous quarter. This values Graphisoft Park at around
0.64x P/NAV. On the annualised FFO yield, the company trades at a 7.9% yield.

We expect to see a positive reaction on the better-than-expected rental income and the resulting 14% beat on our
estimated FFO. That said, as we highlighted in our initiation report in December 2017, on the portfolio valuation, we
are somewhat more conservative than management (and the appraisers), especially when it comes to the valuation
of the landbank. Based on our assessment of the fair value of the portfolio, we pencil in the NAV at EUR 138m as of
the end of 2018E (vs. EUR 185m as of the end of 1Q18). We base our NAV calculation on applying a 6.5% vyield to
our estimated annualised rental income at the end of 2018E, and value the remaining landbank at EUR 250 per sqm
of buildable area. With this, we arrive at a fair value for the portfolio of EUR 220m, some 13% below the EUR 252m
FV of the portfolio as reported by Graphisoft Park as of the end of the 1Q18.

Graphisoft Park: 1018 review

EUR m 1Q17 2017 Q17 4Q17 1Q18 qoq yoy 1Q18W  vs. W
Rental income 25 27 26 29 29 0% 16% 27 8%
Senvice charge income 0.9 0.9 1.0 13 1.1 28% 7% 1.0 23%
Senvice charge expense 0.9 0.8 0.9 -1.1 -1.0 30% 35% 0.9 22%
Direct property related expenses 0.0 0.0 0.0 0.0 0.0 -39% -27% 0.0 10%
Net rental income 2.5 2.1 2.1 3.0 2.9 9% 10% 2.7 9%
Operating expenses 0.2 0.5 0.3 0.4 0.3 36% -10% 0.4 26%
Other income (expense) 0.1 0.0 0.0 0.0 0.0 -1.6x -6.7x 0.0 -1.8x
EBITDA 24 22 24 2.5 2.6 3% 13% 24 4%
D&A and revaluation gains -1.0 -1.2 -1.2 -1.2 1.1 4% 8% 0.0 nfa
Operating profit 1.3 1.1 1.2 1.3 37 2% 18% 24 -48%
Interest income 0.0 0.0 0.0 0.0 0.0 n/a n/a 0.0 nfa
Interest expense 0.2 0.2 0.2 0.2 0.2 2% -1% 0.2 0%
FX differences - realized 0.0 0.0 0.0 0.2 0.1 JMex  -225x 0.0 nfa
FX differences - not realized 0.0 0.0 0.1 0.3 0.1 4.0x 14.Tx 0.0 nfa
PBT 1.2 0.8 1.0 1.0 3.6 3% 23% 2.2 -54%
Current income tax 0.1 0.1 0.0 0.0 0.0 -85% -95% 0.0 nfa
Deferred income tax 0.1 0.1 0.7 0.0 0.0 -100%  -100% 0.0 nfa
Profit for the period 1.0 0.7 1.7 1.0 3.6 40% 50% 2.2 -54%
FFO reconciliation 1017 2017 3Q17_ 4Q17_ 1Q18"  qoq”  yoy 1Q18W’ vs. W
Met rental income 245 27 27 3.0 29 9% 10% 27 9%
Operating expenses 0.2 0.5 0.3 0.4 0.3 36% -10% 0.4 26%
Other income / expense 01 0.0 0.0 0.0 0.0 -1.6x -6.Tx 0.0 -1.8x
Met interest expense 0.2 0.2 0.2 0.2 0.2 2% 1% 0.2 0%
Realized FX differences 0.0 0.0 0.0 0.2 0.1 JMBx  -22.5x 0.0 nia
FFO | - pre-tax 22 2.0 2.2 2.5 2.3 13% 26% 2.2 14%
Current income tax 0.1 0.1 0.0 0.0 0.0 -85% -95% 0.0 nfa
FFO 1 2.1 19 2.2 25 2.3 14% 31% 2.2 14%
# of shares (ex treasury and employee shares) 10.1 0.0 0.0 0.0 10.1 nfa nfa 10.1 -100%
FFO1/sh 0.21 0.19 0.22 0.25 0.23 14% 31% 0.22 14%
Annualized FFO yield* 7.1% 6.4% 74% 8.5% 7.9%

MNAN 179.4 198.3 195.0 185.0 185.5 5% 1% 188.6 -2%
MNAMIsh 17.8 19.7 19.3 18.4 18.4 5% 1% 19.4 5%
PINAV™ 0.66x 0.60x 0.61x 0.64x 0.64x

Source: Company data, WOOD Research; *on current share price

POSITIVE

Separately, due to the change in its legal status (effective as of 1 January 2018, Graphisoft Park was registered as a
regulated real estate investment company, SZIT), Graphisoft Park switched from accounting its properties on a
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historical cost (less depreciation) to fair value accounting. The buildings will be reappraised on a quarterly basis by
an independent appraiser. The company has chosen ESTON International Zrt, a Hungarian real estate brokerage
and consultancy, to appraise its properties. There has been no tangible change in the fair value of the properties as
a result of the switch from internal to external valuation. The NAV amounted to EUR 185m, in line with the level
recorded as at end-2017.

The dividends will continue to be determined as 90% of the "pro-forma" net profit, which will not include revaluation
gains and losses, but will include the depreciation of the assets, which will continue to be presented at the historical
cost less depreciation in the pro-forma financial statements.

Portfolio highlights

The rental income stands above our expectations for the second quarter in a row, close to EUR 16/sqm, while the
occupancy is unchanged qoqg. Graphisoft also reported an outstanding average lease term, at 5.4 years as of the
end of 1Q18.

Regarding the new developments under way currently, the company is progressing with the construction of new
office building blocks, with a total area of 12.5k sqgm (together with underground parking facilities for around 450
cars). The new buildings are expected to be delivered in the middle of 2018E, in line with the previous guidance. So
far, Graphisoft has spent EUR 22m on the developments.

Following the completion of the new developments, Graphisoft Park’s total area will span 73k sgm of office,
laboratory and educational space, while the underground parking space will increase its capacity to around 2,000
cars.

The company estimates that, beyond the current developments, the landbank offers the room to build an additional
54k sgm of new space, 18k sgm in the southern development area and 36k sqm in the north. That said, we highlight
that the northern area is contaminated currently, and Graphisoft Park needs to wait for Capital City Gas Work, the
original polluter, to decontaminate the area. According to a resolution, dated 22 February 2018, the northern
development area should become suitable for development by 2022E, according to the Graphisoft Park's 1Q18
report.

Graphisoft Park: rents close to EUR 16/sqm per month for a second quarter in a row
4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17 1Q18

Occupancy 08%  100%  100%  100%  100%  100%  99%  99%  99%  99%
Area (sqm) 53000 53000 53000 53000 53000 58,500 58,500 61000 61,000 61,000
Rental income per (EUR m) 234 240 239 236 228 2.47 265 262 287 286
Monthly rents (EUR/sgm) 15.0 15.1 15.0 14.9 15.0 14.1 15.3 145 15.8 15.8

Source: Company data, WOOD Research

Trading

Graphisoft Park trades at around 0.8x P/BV and an 8.7% FFO yield, on our 2018E numbers. The company
generates a higher yield than any of its CEE peers, on the Bloomberg consensus.

CEE RE peer group overview

Price Mkt Cap P/BY PIBY Divi yield Divi yield FFO yield FFO yield

(LCU) (EUR m) 18E 19E 18E 19E 18E 19E
Graphisoft Park 3,500 118 81% 79% 3.2% 2.8% 87% 9.5%
Immofinanz 22 2,437 82% 81% 31% 3.4% 3.3% 4.1%
S Immo 166 1,108 14% 107% 2.6% 3.0% 3.9% 4.1%
GTC 90 991 103% 98% 2.1% 3.0% 57% 71%
CA Immo 289 2,860 110% 106% 3.0% 3.2% 41% 4.4%
Atrium 39 1,487 78% % 9.3% 7.2% 8.0% 8.2%
CEE peer group average 95% 91% 3.9% 3.8% 5.6% 6.2%

Source: Bloomberg, Company data, WOOD Research

Year EBITDA Net profit FFOPS FFOyield Netdebt!  Total debt/ PIBV NAV NAVPS  PINAV Divyield
(EURm) (EURm) (EURm) (EUR) equity standing assets (EURm) (EUR)
2014 77 20 0.62 10.7% 1.8x 25% 260% 116 115 0.50x 52%
2015 8.9 3.0 0.73 9.8% 1.5% 23% 327% 116 1186 0.84x 27%
2016 8.7 3.2 0.75 7.9% 1.9 24% 408% 143 14.2 0.87x 2.4%
2017 95 4.4 0.86 7.6% 2.3x 26% 438% 184 18.3 0.62x 3.3%
2018E 112 36 0.97 8.6% 0.5x 32% 83% 138 13.7 0.83x 29%
2019E 122 4.2 1.06 9.3% 0.5x 31% 81% 142 14.0 0.81x 3.3%
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DISCLAIMER

Important Disclosures

This research/commentary was prepared by the assignment of Budapest Stock Exchange Ltd. (registered seat: 1054 Budapest, Szabadsag tér 7. Platina torony I. ép. IV. emelet; company registration number: 01-10-044764,
hereinafter: BSE) under the agreement which was concluded by and between BSE and WOOD & Company Financial Services, a.s. (registered seat: namsti Republiky 1079/1a, 110 00 Praha 1, Czech Republic; company
registration number: 265 03 808, hereinafter: Investment Service Provider)

BSE shall not be liable for the content of this research/commentary, especially for the accuracy and completeness of the information therein and for the forecasts and conclusions; the Service Provider shall be solely liable for
these. The Service Provider is entitled to all copyrights regarding this research/commentary however BSE is entitled to use and advertise/spread it but BSE shall not modify its content.

This research/commentary shall not be qualified as investment advice specified in Point 9 Section 4 (2) of Act No. CXXXVIII of 2007 on Investment Firms and Commodity Dealers and on the Regulations Governing their
Activities. Furthermore, this document shall not be qualified as an offer or call to tenders for the purchase, sale or hold of the financial instrument(s) concerned by the research/commentary.

This investment research is published by WOOD & Company Financial Services, a.s. (“WOOD & Co”) and/or one of its branches who are are authorised and regulated by the CNB
as Home State regulator and in Poland by the KNF, in Slovakia by the NBS, in Italy by the CONSOB and in the UK by the FCA as Host State regulators.

Wood’s ratings and price targets history for isoft Park
[Rating [ Price target | 1
| 1412/2017 | HOLD  initiation of coverage: | 14/12/2017 | HUF 3734 1

Explanation of Ratings

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the target price.

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the target price.

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the target price.

RESTRICTED: Financial forecasts, and/or a rating and/or a target price is restricted from disclosure owing to Compliance or other regulatory/legal considerations such as a blackout period or a conflict of interest.
NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-a-vis the target price has been out of the range dictated by the current BUY/HOLD/SELL rating.

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock's rating and/or target price and/or financial information are temporarily suspended.

Equity Research Ratings (as of 9 May 2018)

Buy Hold Sell Restricted Not rated Coverage in transition
Equity Research Coverage 46% 46% 7% N.A. N.A. 1%
IB Clients 1% 1% N.A. N.A. N.A. N.A.

Securities Prices
Prices are taken as of the previous day's close on the home market unless otherwise stated.
Valuation & Risks

Analysis of specific risks to set stock target prices highlighted in our investment case(s) are outlined throughout the report. For details of methodologies used to determine our price targets and risks related to the achievement
of the targets referred to in the main body of the report or at http://www.wood.cz in the Corporate Governance section.

Users should assume that the investment risks and valuation methodology in Daily news or flash notes not changing our estimates or ratings is as set out in the most recent substantive research note on that subject company

and can be found on our website at www.wood.com

Wood Research Disclosures (as of 9 May 2018)
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Description

The company currently is, or in the past 12 months was, a client of Wood & Co or its affiliated companies for the provision of investment banking services.

In the past 12 months, Wood & Co or its affiliated companies have received compensation for Corporate Finance/Investment Banking services from this company.

In the past 12 months, Wood & Co or any of its affiliated companies have been lead manager, co-lead manager or co-manager of a public offering of the company's financial instruments.

Wood & Co acts as corporate broker to this company and/or Wood & Co or any of its affiliated companies may have an agreement with the company relating to the provision of Corporate Finance/Investment

Banking services.

Wood & Co or any of its affiliated companies is a market maker or liquidity provider in relation to securities issued by this company.

6 In the past 12 months, Wood & Co, its partners, affiliated companies, officers or directors, or any authoring analyst involved in the preparation of this investment research has provided services to the company for
remuneration, other than normal course investment advisory or trade execution services.

7 Those persons identified as the author(s) of this investment research, or any individual involved in the preparation of this investment research, have purchased/received shares in the company prior to a public
offering of those shares, and the price at which they were acquired along with the date of acquisition are disclosed above.

8 The authoring analyst, a member of the authoring analyst's household, or any individual directly involved in the preparation of this investment research has a direct ownership position in securities issued by this
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company.

9 A partner, director, officer, employee or agent of Wood & Co and its affiliated companies, or a member of his/her household, is an officer, or director, or serves as an advisor or board member of this company.

10 As of the month end immediately preceding the date of publication of this investment research Wood & Co or its affiliate companies, in the aggregate, beneficially owned 1% or more of any class of the total issued
share capital or other common equity securities of the company or held a material non-equity financial interest in this company.

11 As of the month end immediately preceding the date of publication of this investment research the relevant company owned 1% or more of any class of the total issued share capital in Wood & Co or any of its
affiliated companies.

12 Other specific disclosures as described above.

WOOD & Company announces that its affiliated company WOOD & Company Funds SICAV p.l.c (through its mutual funds) increased its stake in Pegas Nonwovens to 25.28%. Some entities of WOOD &
Company Group are investors of these mutual funds.

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among other factors) the Corporate Finance/Investment
Banking revenues and general profits of Wood & Co. However, such authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Corporate Finance/Investment Banking activities, or to recommendations contained in the investment research.

Wood & Co and its affiliated companies may have a Corporate Finance/Investment Banking or other relationship with the company that is the subject of this investment research and may trade in any of the
designated investments mentioned herein either for their own account or the accounts of their customers, in good faith or in the normal course of market making. Accordingly, Wood & Co or their affiliated
companies, principals or employees (other than the authoring analyst(s) who prepared this investment research) may at any time have a long or short position in any such designated investments, Related
designated investments or in options, futures or other derivative instruments based thereon.

Wood & Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by the relevant employees and Chinese Walls as
monitored by Compliance. For further details see our website at www.wood.com in the Section Corporate Governance or via the link http://www.wood.com/research.html

The information contained in this investment research has been compiled by Wood & Co from sources believed to be reliable, but (with the exception of the information about Wood & Co) no representation or
warranty, express or implied, is made by Wood & Co, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Wood & Co has not independently verified the facts,
assumptions, and estimates contained herein. All estimates, opinions and other information contained in this investment research constitute Wood & Co's judgement as of the date of this investment research, are
subject to change without notice and are provided in good faith but without legal responsibility or liability.

Wood & Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are contrary
to the opinions expressed in this investment research. Wood & Co's affiliates, proprietary trading desk, and investing businesses may make investment decisions that are inconsistent with the recommendations or
views expressed in this investment research.

This investment research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or
solicitation would be prohibited. As a result, the designated investments discussed in this investment research may not be eligible for sale in some jurisdictions. This investment research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of a securities broker
or dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any particular person.
Investors should obtain advice based on their own individual circumstances before making an investment decision. To the fullest extent permitted by law, none of Wood & Co, its affiliated companies or any other
person accepts any liability whatsoever for any direct or consequential loss arising from or in connection with the use of this material.

For United Kingdom or European Residents:

This investment research is for persons who are Eligible Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or
any analogous legislation) on the communication of invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described
in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for distribution in the United Kingdom or Europe to retail clients, as defined under
the rules of the Financial Conduct Authority.

For United States Residents:

This investment research distributed in the United States by WOOD&Co, and in certain instances by Brasil Plural Securities LLC (‘Brasil Plural’), a U.S registered broker dealer, only to “major U.S. institutional
investors”, as defined under Rule 15a-6 promulgated under the US Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the US Securities and Exchange Commission. This investment
research is not intended for use by any person or entity that is not a major U.S institutional investor. If you have received a copy of this research and are not a major U.S institutional investor, you are instructed
not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to WOOD&Co or to Brasil Plural. Analyst(s) preparing this report are employees of WOOD&Co who are resident
outside the United States and are not associated persons or employees of any US registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority
(FINRA) or to Regulation AC adopted by the U.S Securities and Exchange Commission (SEC) which among other things, restrict communications with a subject company, public appearances and personal
trading in securities by a research analyst. Any major U.S Institutional investor wishing to effect transactions in any securities referred to herein or options thereon should do so by contacting a representative of
Brasil Plural Securities LLC. Brasil Plural is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection Corporation. Its address is 545 Madison Avenue, 8th Floor,
New York, NY 10022 and its telephone number is 212-388-5613. WOOD&Co is not affiliated with Brasil Plural Securities LLC or any other U.S registered broker-dealer.
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david.lojkasek@wood.com

loana Pop
+44 20 3530 0693
ioana.pop@wood.com

Jarek Tomczynski
+44 203 530 0688
jarek.tomczynski@wood.com

Adrian Fekula
Brasil Plural in association with WOOD & Co.
+1212 388 5612

afekulawood-brasilplural.com

Audrey Parker
+44 20 3530 0695
audrey.parker@wood.com

www.wood.cz




