M Elemzési Centrum
BANK 2023. jalius6., csiitértok

Masterplast — Model update

The company significantly lowered its expectations for the following years, according to plans the
company will not pay dividends for two years and has started downsizing. At the end of last year,
there was a sudden drop in demand for construction products, and this is true for most of the
European markets where Masterplastis present. In our reviewed model, we significantly reduced the
profit expectations for this year, but we also lowered the revenue and profit expectations for the
followingyears compared to our previous forecasts. Thedemandforconstructionproducts maybegin
to recover next year, so after this year's break, growth may start again at Masterplast next year. The
companyis expanding its capacityin the field of styrofoam-based thermal insulation, and from 2025,
Masterplast may also enter the market of fibrous insulation materials, and this may mean significant
growth potential. We decreased our 12-month target price to HUF 4407, we reiterate the buy
recommendation for Masterplast shares.

According to management the revenue may be EUR 175 million in 2023, the EBITDA may reach EUR 8
million, which may be a 61 percent drop compared to the previous year, and the profit after tax may decrease
to EUR 1 million, which may be a 94 percent decrease compared to 2022. Compared to the previous forecast,
the company reduced the revenue forecast by 38 percent and the EBITDA expectation by 77 percent.
According to the management, the company may post a loss in the first half of this year.

In terms of both new housing constructions and housing market transactions, the market slowed down more
than expected, and the highinflation and interest rate environment significantly changed the real estate market
opportunities. Masterplast hoped that the 3+3 million subsidy would be extended in Hungary and expanded
with a focus on energy efficiency, but no new subsidies appeared due to the budget situation. In Europe, due
to lending interest rates, people have very strongly restrained their borrowing, the entire Western European
market is waiting, they are waiting for interest rate reductions.

The demand for insulating materials showed a downward trend starting from the fourth quarter of last year,
and in addition, the building material dealers also started reducing their stocks. Therefore, building materia
manufacturers faced even lower demand.

At the company's general meeting, a decision was made that the company will not pay dividends after 2022,
and according to the plans, there will be no dividend payments after the expected weak results in 2023.
According to plans, after 2024, Masterplast will pay a HUF 66 dividend.

Falling demand had two important effects on Masterplast: strong competition developed and margins came
under pressure. In addition, the high inventories of raw materials, which is typical at Masterplast due to
production safety, has now appeared as a disadvantage. Production capacities are efficientif they can be
close to full capacity, this is not true for the first half of this year, Masterplast's plants have been producing at
a constantly decreasing capacity and will not be able to increase this year.

Downsizing has started, the company is laying off about 200 people at the company group level. At the end
of 2022, Masterplast employed 1,499 employees, which means that a layoff of approximately 13 percent of
the total workforce is coming.
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One of the company's most important announcements last year was the plan to establish two mineral wool
factories. The amount from the issue of new shares will also be used for this project. Both insulation materia
factory construction projects are currently in the implementation phase. These investments can significantly
contribute to Masterplast's further growth from 2025-26.

The rockwool factory will be realized jointly with Market Epité Zrt. The new factories could be located in
Hungary and the size of the investment is approximately EUR 49 million euros, the planned capacity is 35
thousand tons, Masterplast's share in the project is 50%.

The establishment of the glass wool factory also entered the implementation phase by purchasing a project
company. PIMCO Kft. has a 4.3-hectare industrial site prepared for factory construction and a glass wool
production investment project with an advanced stage of preparation, avalue of EUR 47.5 million in Szerencs.

The latest news about the projectis that Selena FM S.A., a globally experienced Polish manufacturer and
distributor of construction materials listed on the Warsaw Stock Exchange, will carry out a capital increase of
EUR10 million in the glass wool manufacturing project company. The signing parties will organize their
collaboration in PIMCO Kft, operating with a 50-50 ownership ratio, where during the operational phase,
management rights will be exercised by Masterplast Nyrt.

Owing to the favourable terms of the acquisition, the high level of preparation of the investment will also result
in significant time savings for the Company of approximately six months. PIMCO Kft. has the necessary
building and environmental permits and has also preliminary agreements with the supplier of the production
technology. The new 11,500 square meter plant will be capable of producing around 19,000 tonnes of glass
wool insulation material per year, with production expected to start in early 2025.

The largest part of the sales revenue comes from the construction business, one part of the income can be
linked to the new housing market, the other to renovations. Almost half of the sales revenue comes from
Hungary, so the development of domestic market processesis very importantto the company, but Masterplast
is present on the markets of many European countries.

Based on the data of the KSH, it can be clearly said that the number of issued building permits and the number
of apartments to be built based on simple permits in the first four months of 2023 shows a spectacular decline
in Hungary comparedto last year. In recentyears, the costs of building houses/apartments have been steadily
rising. Therefore, state subsidies and mortgage lending play an important role in new house constructions and
renovations. However, due to inflation and economic uncertainties, by the end of 2022. the average home
loan interest rates were also around 9-10 percent, which clearly left a mark on the willingness to borrow. In
2023, mortgage interest rates can only begin to decrease if inflation moderates, which is why the evolution of
inflation will be important from the perspective of the housing market. Due to the mentioned factors, the
development of the number of new housing constructions may show a slowdown in Hungary this year and
next year. The renovation market is very important for Masterplast, as it distributes many products (e.g.
thermal insulation, dry construction products) which are construction materials that are typically among the
firstto be used during renovations. The new state subsidies linked to renovations could also give a great boost
to home renovations.
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In our DCF model, we have adjusted the sales forecast for this year and next year downwards. Severa
investments have entered the final phase at Masterplast, which means a significant expansion of capacities.
Two EPS factories and one XPS factory are starting to operate, and the construction of fiber thermal insulation
factories will also start soon. For this reason, further growth is expected at Masterplast in 2023. and 2024.
(lower than previously expected), but the most significant expansion is expected in 2025. and 2026. In 2025-
26, the rock wool and glass wool factories will add significantly to the company's performance.

Rising energy prices have led to a pick-up ininsulation works inthe construction segmentin several countries,
and the demand side is also being boosted by government subsidies in many markets. In order to achieve its
climate protection goals, the European Union provides significant financial resources for building energy
renovation programs, which, together with stricter energy regulations and high energy prices, will resultin
increasing demand for the Company's products in the longer term.

The newly built buildings are already made with adequate insulation, and the insulation used during
renovations in recent years can also be said to be effective, but with regards to the entire building stock, the
proportion of those with adequate insulation is still low. Actually, at least the owners of buildings with level
,BB” have only a chance to keep their consumption below the level supported by the overhead reduction.

The company has significantly lowered its revenue and profit expectations for this year, but according to
management's current expectations, the result may be lower in the following years as well. The weaker
numbers expected for this year are due to the sudden and drastic drop in demand for insulation materials and
other construction products sold by the company. Not only at Masterplast, the demand for products suddenly
decreased, but also in other segments of the construction industry, a strong decline began towards the end
of last year. Roughly 40 percent of Masterplast's sales come from Hungary, so this is the most important
market for the company. The company sells 60 percent of its products in the countries of the region and in
Western and Southern European countries, the market for new constructions has decreased spectacularly at
the European level and there is also a significant decline in the renovation segment. The decrease in demand
is due to several factors, as we wrote above, the current situation is mainly due to the high interest rate
environment and the lack of renovation programs. In our opinion, the demand for building materials may revive
more dynamically at the beginning of next year at the earliest. Which can be boosted by the accelerating
lending again due to the interest rate cuts starting all over Europe and the launch of programs supporting the
thermal insulation of buildings. The developmentof income and profit figures depends on the recovery of the
demand side, a positive change in the previously mentioned factors can help to stimulate demand next year.
If the demand side recovers, Masterplast's sales may begin to grow again.

The revival of demand alone is not enough to allow Masterplast's broken dynamic growth path to continue. In
addition to continuous investments, the company must build new capacities in order to achieve stable growth.
This year, the company handed over a new XPS factory, so its product range already includes closed-cell
foaminsulation materials. In addition, the capacity of the EPS insulation material will be significantly expanded,
Masterplast will soon be expanding with two new production lines. From 2025, the start of the production of
fiber thermal insulation materials can ensure stable growth. The company is building one of the factories
together with a partner who is amajor player in both the domestic and international markets, and this will help
boost sales.

There was a clear break in the demand for the company's products towards the end of last year, and it is
already apparent that this year will be much weaker than we previously expected. Years of growth have been
broken and 2023 will see a decline from 2022 results. It was already mentioned above that the raw materials
purchased at a high price also worsen the results. Due to COVID, an uncertain situation arose in the supply
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of raw materials, which is why high inventory levels were necessary so that there would be no interruption in
production. Due to weak demand, sales may fall this year, and margins may deteriorate due to inventories
purchased at high prices. Therefore, this year may turn out to be weak, which is why our revised model shows
significantly weaker numbersthan before. Growth can start again fromnextyear, which can also be supported
by new investments, and from 2025, the start of fiberinsulation material production can boost growth.

Masterplast's main business is related to the construction industry, but we must not forget that the company
is also active in the health industry. The production of finished products and raw materials came to a standstill
after COVID, and it is not yet expected that sales in the health industry will pick up again. Thus, we cut back
on the sale of healthcare products in our model.

In our model, we calculated that the demand for construction products will stabilize from next year. This can
be helped by increasing lending due to interest rate cuts by central banks, as well as state subsidies for home
renovations at the European level. The lack of interest rate cuts and the lack of state renovation programs
represent agrowth risk for the company.

In addition, the company may soon enter new markets (mineral wool). Many uncertainties are faced when
determining the future growth rate of the mineral wool business. (For example, does the company succeed in
creating a stable customer base, how long does it take for stable demand for new products to develop).
Entering new markets always carries more risk than expanding existing markets.

In the case of Masterplast, we can also identify growth risks. Many investments will start in 2023 (XPS factory,
Italian EPS factory, modular construction business), the launch of new business segment and geographica
growth also carry many risks, which may affect the future growth rate.

The end of the Bond Funding for Growth Scheme, a rising interest rate environment, means increasingly
expensive financing for Masterplast.

The European sanctions introduced in connection with the Russian-Ukrainian war can cause serious
economic difficulties for individual countries. Because of this, lower GDP growth or even recession can be
expected, which would also worsen the outlook of the construction industry. The Company also has a
subsidiary in Ukraine, which accounted for 3 percent of sales in the first quarter of this year. The Ukrainian
subsidiary of the Company continues to operate, but the further development of the war is currently
unpredictable, so there may be disruptions in the operation of the subsidiary in the future.

We decreased our 12-month target price to HUF 4407, we reiterate the buy recommendation for Masterplast
shares.

We used the following parameters and methodology during our DCF calculations:
* The following factors will also help the Company's growth in the coming years:
e Establishment of rock wool and glass wool factory
e Expanding manufacturing capacity of fiberglass mesh
e Launch of XPS production

e Construction of two new EPS (styrofoam) plants
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e Launch of modular business
e Capacity expansion, greenfield innovation, acquisition
e Due torising energy prices, there is agrowing demand for insulation materials

* The share price was calculated in HUF, with 16.85 million shares and EURHUF at 375. In the DCF model,
we have already calculated the number of 2.25 million new ordinary shares issued as part of the share capital
increase.

* For calculating the target price, we used our own EUR/HUF, and 10 year Hungarian government bond
yields forecast, which are available on this website.

DCF Model (EURmn)

2023 2024 2025 2026 2027
Sales 177 852 224025 292112 368729 418 257
Sales growth -10.38% 25.96%  30.39% 26.23%  13.43%
EBIT 3785 15 891 24 273 33757 39138
EBIT margin 2.13% 7.09% 8.31% 9.15% 9.36%
Tax rate 15.0% 15.0% 15.0% 15.0% 15.0%
Taxes on EBIT -568 -2384 -3641 -5064 -5871
NOPLAT 3217 13507 204632 28 693 33 267
Free Cash flow to the Firm -17 888 -7 857 21 862 32523 38253
WACC 12.36% 11.45% 10.99% 10.54% 10.54%
Discount factor 0.89 0.80 0.72 0.65 0.59
Discounted free cash flow -15 920 -6274 15728 21 167 261040
Enterprise value 275742
Net debt 74755
Equity value 200 987
Number of shares outstanding (mn) 16 851
Cost of equity 19.46%
Fair value per share (EUR, HUF) 9.84 3 689
12M target price (EUR, HUF) 11.75 4 407

Source: Masterplast, MKB
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DISCLAIMER

Disclaimer 1

This research/commentary was prepared by the assignment of Budapest Stock Exchange Ltd. (registered seat 1013 Budapest, Krisztina koérdat 55.;
company registration number: 01-10-044764, hereinafter: BSE) under the agreement which was concluded by and between BSE and OTP Bank Pk
(registered seat: 1051 Budapest, Nador u. 16., company registration number: Cg. 01-10-041585, hereinafter: Investment Service Provider). This
research/commentary was made with the joint, equally proportional financing of the BSE and the company that is the subject of this
research/commentary.

The Investment Service Provider's policies and procedures ensure the independence of this research/commentary, and the Invest ment Service

Provider has undertaken not to accept any instructions or additional remuneration fromthe company involvedin the research/commentary.

BSE shall not be liable for the content of this research/commentary, especially forthe accuracy and completeness of the info rmation 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 Invest ment
Firms and Commodity Dealers and on the Regulations Governing their Activities. Furthermore, this documentshall not be qualified as an offeror cal
to tenders forthe purchase, sale orhold of the financial instrument(s) concerned by the research/commentary. This research/ commentary cannot be
deemed as an incentive to enter into contract or covenant.

Disclaimer 2
1. This publication was prepared by MBH Bank Nyrt. (registered seat: 1056 Budapest, Vaciu. 38.; company registernumber: 01-10-040952;
business registration no.: 111/41.005-3/2001. ; member of the Budapest Stock Exchange; supervisory authority: Magyar NemzetiBank 55
Krisztina krt., 1013-Budapest, continuously: the Bank).

2. The findings presented in this document, as an investment analysis, are considered an objective or independent explanation based on
Commission delegated regulation (EU) 2017/565, i.e. investment-related research, and an investment recommendation according to
regulation 596/2014/EU of the European Parliament and the Council it counts as. The Bank intends to distribute this document to its
customers or the public, orto give access to other persons in such a way that this document may be disclosed to the public.

3. The information contained in this publication does not constitute an offer to buy or sell, nor investment advice, nor does it constitute an
incentive, invitation, offer to invest, enter into a contract or make an obligation, nor does it constitute tax advice. The information is not
comprehensive, the datacontained in the publication are informative. The publication does notconstitute investment advice e ven if any part
of the documentcontains a description of the possible price andyield developmentof a financial instrument. This document does not consider
the unique needs, circumstances and goals of individual investors, so in the absence of a personal recommendation, it does not qualify as
investment advice.

The Bank excludes its responsibility for the potential use of the contents of this publication as an investment decision, for specific individual
investment decisions, and for the resulting consequences, and therefore does not assume respon sibility forany damages orlosses that the
investor may incur as a result of the decisions made on the basis of the contents of this publication, orin any other connection.

4. Theinformation containedin the publication is based on sources consideredto b e authentic, however, the Bank has not received a guarantee
of the veracity, accuracy, correctness and completeness of the information, therefore neither the authors of the document nor the Bank
assumes responsibility for the completeness and accuracy of the information described in the document. The contents and opinions indicated
in the publication reflect the professional judgment of the specialists who prepared the publication based on the market cond itions existing
at the time of the preparation ofthe publication, which may change without special notice or warning in the event of new information, changes
in market conditions and economic conditions. The Bank reserves the right to modify the findings and recommendations containe d in this
document in the future without prior notice.

5. ltis not possible to draw clear and reliable conclusions about future prices, returns, or performance from the past development of prices,
yields, and other data. Investors must assess and understand the essence and risks of individual financial instruments and investment
services on theirown (or with the help of anindependent expert). We recommend that investors carefully read the business ru les, information,
other contractual conditions, announcements, and list of conditions for the given financial instrument and investmentservice before making
a decision to invest, because it is only with knowledge of these documents and information that it can be decided that the in vestmentisin
accordance with is it in line with the investor's risk tolerance andinvestment goals, and also carefully consider the subject of your investment,
risks, fees, costs and possible losses and damages resulting from investments! We also recommend thatyou find out aboutthe tax law and
other legislation related to the product and investment, and before making your investment decision, contact our staff or visit your bank
advisor!

6. Recommendations

e Overweight: A rating of overweight means the stock's return is expected to be above the average return of the overallindustry,
or the index benchmark overthe next 12 months.

e Underweight: A rating of underweight means the stock's return is expectedto be below the average return of the overallindusty,
or the index benchmark overthe next 12 months.

. Equal-weight: A rating of equal-weight means the stock’s return is expected to be in line with the average return of the overal
industry, orthe index benchmark overthe next 12 months.

. Buy: totalreturn is expected to exceed 10% in the next 12 months.

. Neutral: Total return is expected to be in the range of -10 - +10% In the next 12 months.
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10.

11.

12.

13.

14.

e Sell: Totalreturn is expected to be below -10% in the next 12 months.
e Under review: If newinformation comes to light, which is expected to change the valuation significantly.

Change from the prior research
Ourtarget price is determined on a 12-month basis, without dividends, unless otherwise stated.

Ourfirst research was published on 15. December2017. In that Initial Coverage our price target was HUF 775.

The changes in fundamental factors and the operation in the Company required regular updates of our model and the target price. We
decreased our 12-month target price to HUF 4407, we reiterate the buy recommendation for Masterplast shares which is 31 % lower than
the previous target price of HUF 6.401 (2023. February 13rd).

Priorresearches

MBH Bank wrote an initiation report on 15. December 2017. The research is available on the web page of the BSE (Budapest Stock
Exchange):

The flash notes are available on the web page of the BSE (Budapest Stock Exchange):

The Bank s entitled to provide price quotes, otherinvestment services or additional services forthe assets includedin the publication.

The Bankiis still entitled in good faith and according to the usual method of market formation to trade, enterinto transactions ortrade as a
market maker in accordance with the usual course of price quotation, as well as to provide otherinvestment activities or additional services,
or otherfinancial or additional financial services to the issuer and to other persons.

The Bank has a Conflict of Interest Policy forthe description of potentially arising conflict of interest situations related to investment service
activities and the handling of such situations, as well as internal regulations for the handling and transfer of bank and sec urities confidential
data, which measures are based on the European Commission 2016/958 are considered effective internal organizational and administrative
solutions, as well as information limitations, created to prevent and avoid conflicts of interest. The remuneration of the pe rsons participating
in the preparation of the analysis is not directly related to the provision of investment service activities definedin Sections A and B of Annex
1 of EU Directive 2014/65 or to transactions carried out by the Bank or otherlegal entities belonging to the same financial group, or by the
Bank orto the commission received by the company belonging to the same financial group.

The issuer of the product/financial instrument covered by this document does not have a share exceeding 5% of the total reg istered capital
of the Bank. The Bank does not act as a liquidity provider with regard to the financial instrument that is the subject of this document. The
Bank acts as a market maker with regard to the financial instrument thatis the subjectof this document. The Bank was notthe lead organizer
or co-lead organizer of any public issue of the issuer's financial instruments in the previous 12 months. The Bank is not a party to the
agreement concluded with the issuer regarding the provision of investment services defined in Sections A and B of Annex | of Directive
2014/65/EU. The Bank does not have a netlong or short position exceeding the threshold of 0.5% of the total subscribed capit al of the issuer
concerned in this document.

The Bank has established appropriate internal procedures regarding the personal transactions of (i) financial analysts and other interested
persons participating in the preparation of investment-related research; (i) to ensure the physical separation of financial analysts and other
interested persons patrticipating in the preparation of investment analyses; in addition, appropriate information limits were also set (iii)
regarding the acceptance of incentives and remuneration.

Content of this material enjoys copyright protection according to Act LXXVI. of 1999 on copyright, and may therefore be copied, published,
distributed orused in any other form only with prior written consent of MBH Bank. Allrights reserved. Unauthorized use is prohibited.

This publication is valid at the time of its publication.
The date of preparation of the publication: 06/07/2023

The valuation procedures used:
Discounted cash flow valuation

The discounted cash flow valuation is a method of valuing a company (or project, assets, business, etc.) with the time value of the money.
The model forecasts the company’s free cash flow (free cash flow to firm) and discounts it with the average cost of capital (WACC). The
cash flow is simply the cash that is generated by a business and which can be distributed to investors. The free cash flow represents
economic value, while accounting metric like net earning doesn’t. The WACC represents the required rate of return by the inve stors. If a
businessis risky the required rate of return, the WACC will be higher.
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Discounted cash flow model (DCF): We analyze the companies using five year forecast period and set a terminal value based on the
entity’s long term growth or on different exit multiples like EV/EBITDA or EV/EBIT. In certain cases the forecast period may differ from five
years. In this case the analysts must define the reason for difference. The cash flows are discounted by the company’s WACC u nless
otherwise specified.

In the first step we have to forecast the company’s cash flow. The free cash flow to firm (FCFF) is based on the earnings before interestand
taxes (EBIT), the tax rate, depreciation and amortization (D&A), net change in working capital (which is based on the current assets and
current liabilities) and the capital expenditures (CAPEX). The model requires a terminal value which can be based on the long term growth
or on an exit multiple like EV/EBITDA, or EV/EBIT. Forecasting the terminal valueis a crucial point because in most cases it makes up more
than 50% of the net present value.

The discount rate (WACC): The average cost of capital of the company is dependenton the industry, therisk free rate, tax, the cost of debt
and the equity risk premium. The cost of equity is calculated by the CAPM model, where the independentvariables are the risk free rate, the
industry specific levered beta, and the equity risk premium. The WACC is dependent on the capital structure, sothe forecast of the equity/debt
mix is crucial.

Atthe end we get the enterprise value (EV). The EV is the market capitalization plus the total debtand preferred equity and minority interest,
minus the company’s cash. In the last step we have to reduce the EV with the net debt. This figures divided by the shares out standing we
arrive atthe target share price.

The discounted cash flow model includes sensitivity analysis which takes the effects of the changein the WACC, thelong term growth or the
used exit multiples on which the terminal value is based.

Ourtarget price is based on a 12 month basis, ex-dividend unless stated otherwise.

Peer group valuation: For comparison we use peer group valuation. The analysis based on important indicators and multiples like P/E,
EV/EBITDA, EV/EBIT, market capitalization, P/S, EBITDA margin, net debt to EBITDA, EBITDA growth, dividend yield and ROIC. If the
industry justifies we may use other multiples. The peer group is compiled according to the companies’ main business, with respect to the
region (DM or EM market).
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