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Background of Merkanti Holding plc

Business Overview
Merkanti Holding plc (“Merkanti Holding”) is a holding and finance

company focused on the raising of capital and advancing the same to its

group of companies. The principal activities of the Group are comprised
of the activities of Merkanti Bank Ltd., a regulated bank, and Merkanti (A)
International Ltd. and Merkanti (D) International Ltd., two industrial real
estate companies in Germany.

Merkanti (A) International Ltd. Industrial Real Estate


http://www.merkantiholding.com/
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Background of the Existing 2026 4% Secured Bonds (the “Bond”)
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Issuer:

Merkanti Holding Reporting Accountants ng-

Principal Amount:
EUR 25,000,000 gana do

L egal Counsel
& advocates

Coupon: CURMI &
4.00%, paid annually Sponsor PARTNERS

Maturity

7 Years (August 12, 2026)
Bond Trustee

Security / Collateral TRUSTEES
125% collateralization position, consisting of a

first-ranking  registered lien on German
industrial real estate held by subsidiaries and
pledge of subsidiaries’ shares

Listing Market:
Malta Stock Exchange — Main Market

ISIN:
MT0002291202
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Consistent since its incorporation in 2016, Merkanti Holding’s strategy is to:

* Execute its business plan whilst diligently adhering to its risk management
principles;

* Explore various business opportunities — both organic and inorganic — with the
goal of maximizing profits for its shareholders and prudently safeguarding the

interests of its key stakeholders;

* Grow the balance sheet and banking business of Merkanti Bank Ltd., the group’s
specialty merchant bank; and

* Continue to further optimize & rationalize the utilization of its industrial real estate
assets in Germany.

Since the issuance of the Bond, Merkanti Holding has made substantial progress on

each of these goals.




:-;-%ﬂi-, Strategy of Merkanti Holding (2/4)

MerkantiHolding
1.l

* The principal activities of the Group are comprised of the activities of Merkanti
Bank Ltd. (the Bank”), Merkanti (A) International Limited and Merkanti (D)
International Limited (the “Property Companies”) and their management

Company.

* Notably in 2023, the Group's total assets for Merkanti Holding and the Group
reached €80,094,529 and €109,641,602 (2022: €79,632,852 and €109,511,385
respectively), with Group equity standing at a robust c. €50,757,416 (2022:
54,670,512).

* Merkanti Holding maintains a prudent risk profile throughout economic
cycles, as reflected in substantial amounts of liquidity held, particularly at
Merkanti Bank.
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Total Return of EUR 10,000 Investment

€12,000.00
€11,500.00
€11,000.00
€10,500.00
€10,000.00
€9,500.00
€9,000.00
€8,500.00
W T T o e e e o o e o
——Merkanti Holding 2026 4% Bond - VISE Corporate Bonds Total Return Index

The Bond has consistently traded around par and has outperformed the
Malta Corporate Bond Total Return Index.




The Bank

MerkantiHolding
1.l.E

:—%é Strategy of Merkanti Holding (3/4)

Merkanti Bank Ltd is a credit institution licensed by the Malta Financial Services
Authority (the “MFSA”) under the Banking Act (Chapter 371 of the laws of Malta),
in accordance with the credit institution licence granted by the MEFSA

The Bank does not engage in general retail banking, but provides speciality banking
services, focused on merchant banking, to third party customers and related parties

The profit contribution from the Bank for 2023 was approximately €2,708,000 (2022:
€1,740,000)

Strong performance particularly during second halt of the year, with the Group
managing to achieve targets via additional merchant banking transactions that
expanded the balance sheet



The Property Companies
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The Property Companies are property holding companies operating in the industrial
real estate sector in the region of Saxony-Anhalt, in central-eastern Germany,
together holding assets valued at €39.1 million

For the year ending 31 December 2023, 95.1% (2022: 94.8%) of the combined rental
income of €1.7 million (2022: €1.8 million) was generated from areas leased out to
third party tenants, with the balance leased to related parties

Lease agreements in place between the Property Companies and the respective
tenants are either open-ended indefinite term contracts or definite term contracts
(with a number of definite term rental agreements catering for the automatic renewal
of the lease, and with renewal periods ranging from one to six years)

The Property Companies are in an attractive location for businesses with a very
diverse industrial base including automotive supply production and mechanical
engineering, information technology, biotechnology, and medical technology
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2 Year Financial Forecast of Merkanti Holding
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Merkanti Holding (Standalone) - Statement of Comprehensive Income

Incomre Niatement

Merkanti Holding Plc (Standalone)

Statement of comprehensive income (€000) - 31 December 2022 2023 2024 2025
Audited Audited Forecast Forecast

Interest and similar income 1,332 1,258 1,300 1,375
Interest and similar expense (1,163) (1,116) (1,150} (1,425)
Net interest income 170 142 150 (50)
Net fee and commission income 537 137 150 150
Rental income 79 102 100 100
Realised gains on asset disposal (51) 0 0 0
Net trading gains (613)  (537) 0 0
Dividend income 1,806 1,234 525 630
Other operating income 665 018 750 850
Operating income 2,591 199 1,675 1,700
Changes in expected credit losses 15 39 0 0
Administrative expenses (1,135) (1,552) (1,250} (1,250)
Profit / (loss) before tax 1,471 483 425 450
Tax expense / income (661) (11) 0 0
Profit / (loss) for the year 809 472 425 450

Source: Management information, Audited finandal statements
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Proposed Transaction

Merkanti Holding intends to propose to its bondholders that certain amendments be made to the terms and conditions
of the €25,000,000 4% Secured Bonds Due 2026 (ISIN: MT0002291202) (the “Bonds”). In the coming weeks, the
Company will call a meeting of bondholders in accordance with Section 8.14 of the terms and conditions of the Bonds
set out in the Prospectus for the Bonds dated 18 July 2019 (the “Bondholders’ Meeting”) to approve certain
amendments (“Proposed Amendments”) to the Terms and Conditions of the Bonds.

The purpose of the Proposed Amendments is to give bondholders the opportunity to continue to have long-term
participation in the Company at an interest rate in line with current market conditions, while presenting the Company
with the ability to re-diversify its balance sheet with long-term debt in a significantly more cost and time efficient manner
than a traditional refinancing (which would also involve an expensive and complicated process for the re-registration of
new security in Germany).

Proposed Amendments to the Terms & Conditions

At the Bondholder Meeting, holders of the Bonds will be asked to vote on znter alia the following changes to the Terms
and Conditions of the Bonds:

* Interest Rate: From 4.00% to 5.70% per annum, beginning on August 12, 2024

* Extension of Maturity: From August 12, 2026 to August 12, 2033

* Bonus Payment: 0.80%, payable in cash on August 12, 2024

* Retirement of Bonds: Bonds repurchased by Merkanti Holding will not be automatically canceled but

retained by the Company and can be resold into the market within 60 days.
Bonds not re-sold within such period shall be cancelled.
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Benefits to the Bondholders

* A 1.7% increase in the interest rate payable on the bonds from 4.00% to 5.70% per
annum beginning on August 12, 2024

* A one-time cash bonus payment of 0.80%, payable on August 12, 2024, together
with the accrued interest due for the preceding interest period

* No changes to the 125% collateralization position. The Proposed Amendments will have no effect on the security
interests currently securing the Bonds, namely the Pledges and the German Law Mortgages (each as defined in the
Prospectus), with the Bonds to remain fully secured throughout the extended term of the Bonds

Benefits for the Issuer

* Elimination of the need for new notarized deeds in Germany, a costly and complex renewal process which would
otherwise be associated with the issuance of a new bond

* Through the implementation of the changes to the Terms and Conditions of the Bonds the Issuer would extend the
maturity of the Bonds without the costs associated with the traditional refinancing of a bond
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The median bondholder of Merkanti Holding owns EUR 10,000 of Bonds. An example of the interest a
holder of Bonds will receive going forward is below:

Original Bond Schedule Proposed Changes
Interest Rate  Interest Paid  Interest Rate  Interest Paid
12-Aug-20 4.00% € 400 4.00%0 € 400
12-Aug-21 4.00% € 400 4.00% € 400
12-Aug-22 4.00% € 400 4.00%0 € 400
12- Aug-23 4.00% € 400 4.00% € 400

Total € 2,800 € 7,210

* This calenlation is solely an example of returns, in the form of interest income, that would be earned on a bond holding
amounting specifically to a nominal value of EUR 10,000. The interest income, will vary accordingly, on the basis of the
nominal valne amount of the bond held by each holder. Investors are urged to consult their independent financial adviser.
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Bonus Payment to an EUR 10,000 Bondholder

* Alongside the approval of the Proposed Amendments, the Company will make a one-
time bonus payment to all bondholders equivalent to 0.80% of the value of Bonds
held by each of them (the “Bonus Payment”)

* The Bonus Payment will be paid on 12 August 2024 to all bondholders together with
accrued interest due for the immediately preceding interest period

* The average bondholder holds EUR 10,000 of Bonds, which means that his/her

Bonus payment will be:

EUR 80.00

* This caleulation is solely an example of returns, in the form of bonus payment, that wonld be earned

on a bond holding amounting specifically to a nominal valne of EUR 10,000. The bonus payment will
vary accordingly, on the basis of the nominal valne amonnt of the bond held by each holder. Investors are
urged to consult their independent financial adviser.
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In the terms of the Bond Prospectus:

;;iﬂ_l_ Bond Prospectus — Bondholder Meeting Requirements

A meeting of the Bondholders may be convened, at any time, by the Issuer and: ...
shall have power, with the approval of a majority of Bondholders, holding not less than sixty-six
and two-thirds percent (66 2/3%) in Nominal Value of the Bonds held by those Bondholders
present at the meeting or any adjourned meeting thereof, as the case may be, to do any of the
Jollowing: (a) to assent to any proposal for modification of the Trust Deed and | or any of the
Security Documents and | or the Terms and Conditions, as put forward by the Lssuer and | or the
Trustee. .. (Section 8.13.10)

8.13.12 At any such meeting, three (3) or more Bondholders present in person or by
proxy and holding or representing not less than fifty percent (50%) of the aggregate
principal amount of the Bonds outstanding at the time will form a quorum for the
transaction of business.”

Holders of Bonds are reminded that in terms of Section 8.13.18 “Any resolution passed
with the required majority at any meeting shall be binding on all Bondholders, whether or not present
at the meeting, and whether or not voting, and each of the shall be bound to give effect to it
accordingly.”
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For any holders of Bonds who choose to vote against the proposals:

e Those Bondholders who do not wish to retain their Bonds under the amended terms and

conditions have the option to sell their bonds on the market at any time prior to or after
the Bondholders’ Meeting

* Alternatively, any Bondholders who vote against the Proposed Amendments at the
Bondholders’ Meeting will, should the Proposed Amendments be approved, also be given
the opportunity to sell back their Bonds to the Company prior to the Proposed
Amendments taking effect (and before the record date for the Bonus Payment) at a price
which is yet to be determined

* All details relating to the buy-back option, if required, will be provided at a later date
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Annex I: Real Estate Valuation

Merkanti (A) + (D) Valuadon figures of real estate propertes 2019 - 2023

Euro 000's

Merkant (A) 2019 2020 2021 2022 2023
Balance at January 01 24,213 26,198 23,647 23,925 22,029
Sales of Property 0 (3,038) (5) (1,930) (Ha4)
Fair value gains J losses 1,985 487 283 34 183
Balance at year’s end 26,198 23,647 23,925 22,029 21,368
Gain / loss on land sales 0 0 2 97 (43)
Merkant (D) 2019 2020 2021 2022 2023
Balance at January 01 8,858 8,942 8,940 8,941 8,936
Sales of Property 0 0 0 (38) 0
Fair value gains / losses B 2 1 3 419
Balance at year's end 3,942 8,940 8,941 8,906 8,517
Gain / loss on land sales 0 0 0 0 15
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Merkanti Holding plc 2023

Euro 000's

Merkann (A) & (D) Valuatons 30,081

Cash Collateral 1,169
Toral Collareral 31,250

Bonds outstanding 25,000

Collateral Coverage 125.00%%




il
MerkantiHolding
11.¢

;;iﬂ{ Annex III: Consolidated Financial History of Merkanti Holding (1/2)

Euro 000's
Merkanti Holding plc 2020 2021 2022 2023
ASSETS
Balances with Central Bank of Malta & Cash 12,372 9,961 14,574 27,980
Loans and advances to banks and other financial insttutions 3,044 4,607 0,057 7,714
Loans and advances to customers 10,790 11,387 12 825 13,375
Financials assets mandatorily through profitand loss 6,994 6,263 5673 1,060
Financial assets measures at fair value through (C] 7,059 7,495 18,153 6,947
Investment property 32,587 32,866 30,9465 30,081
Property, plant and equipment 317 209 149 126
Intangible assets 18 647 957 933
Right-of-usc assets 554 429 283 129
(Other receivables 12,435 13,475 12673 16,514
Dreferred tax assets k1 AR0 169 159
Accrued income and other assets 1,676 2,249 4,033 4,623
Total assets B0, 145 B0 0GR 109,511 109 641
LIABILITIES
Borrowings 24 3R0 24 47R 24 5R0 24 687
Derivative liability 368 309 0 0
Lease liabilities 024 479 330 169
Amounts owed to banks 0 a 4,966 4 9646
Amounts owed to customers 6,986 7,024 21,150 19,431
Dreferred tax liabilides 2,133 2,215 2226 2,153
Current tax liabilities 383 352 am 308
Cither liabilities 1,123 1,382 1,2E8 1,170
Total liabilites 35,097 36,230 54 841 52, B84
Sharcholders’ Equity 51,319 51,945 53,004 55,671
Mon-controlling interests 1,829 1,784 1,666 1,084
Total equity 53,148 53,724 54 670 56,757
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Euro 000's
Merkanti Holding ple 2020 2021 2022 2023
Interest and similar income 1,463 2248 2,804 4 284
Interest and similar expense (1,240) (1,200} (1,230) (1,327
Met interest income 223 1,048 1,664 2957
Met fee and commission income 752 2212 2933 1,677
Rental income from investment property 1,994 1,697 1,698 1,546
Changes in the fair value of investment property 485 284 29 (4
Realised gains on disposal of investment properties 127 B2 Oy [28)
Met trading gains T 442 03l 5l
Realized gains on OC] financial assets 46 { { {
Revenue from customer contracts 3,004 1,835 0 0
Crther operating income 531 BTG 957 2224
Total operating income 7,941 B, 302 B, 008 B Bdd
Cost of sales in respect of revenue from customer contracts 2, 4B8) (1,519 0 0
Changes in expected credit losses (58] a3 [26) 1)
Met operating income 5,305 6,870 7,082 B, 753
Administrative cxpenses (5,043) (6,144} (5,931 (6,658)
Profit before tax 352 732 2,051 2,005
Tax [expense) / income 223) (H4) (469 215)

Profit for the year 129 648 1,582 1,880
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Samuel Morrow, CFA David Curmi

Chief Executive Officer Chief Officer — Business Development & Client Relationships
Merkanti Holding plc Curmi & Partners

+1 339 221 0729 +356 2342 6127
smorrow(@merkantiholding.com dcurmi@curmiandpartners.com
Martin Ware Conrad Portanier

Director Partner

Merkanti Holding plc Ganado Advocates

+356 9936 0213 +356 2123 5406
mware(@merkantiholding.com cportanier(@ganado.com

Mario Galea Merkanti Holding plc
Chairman Aragon House Business Centre
Merkanti Holding plc St. Julians, ST] Malta

+356 23 286 000 +356 23 286 000

matio.p.galea(@business-corporate.com info@merkantiholding.com
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Disclaimer

The information contained in this document (“the Presentation”) is derived solely from publicly available information and management information. Any
forward-looking statements are not guarantees of future performance and are based on current expectations and assumptions on future events, involving
known and unknown risks, uncertainties and other factors that may cause actual outcomes to differ materially from these statements. Past performance and
current results are not indicators of future performance and there can be no assurance that any investment will achieve any particular return. This Presentation
has not been approved by any competent supervisory authority and does not constitute a prospectus, listing particulars or otherwise an offer to issue or sell
any securities and is not soliciting an offer to subscribe or purchase any securities. The information in this Presentation is not intended to be relied upon as
advice to investors or potential investors and does not take into account the investment objectives, financial situation or needs of any particular investor.
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