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Cocooning trend should be positive

Thanks to lower raw material prices and good cost flexibility,
Surteco achieved a positive operating result in Q2. Surteco expects

improving results in the 2nd half of 2020. Longer-term, we see good Target price (EUR) 27
potential not only from the trend towards “cocooning” but also from Share price (EUR) 23
a lower personnel cost quota that should allow Surteco to reach its
mid-term earnings target. Buy, TP EUR 27 (from EUR 25). Forecast changes
% 2020e 2021e 2022e
Revenues 2 - -
Q2 in the black at EBIT level EBITDA 8 5 8
. . o EBIT adj 14 14 20
Thanks to lower raw material prices and good cost flexibility, Surteco £PS reported 1 14 19
was able to achieve a positive operating result despite a yoy drop of EPS adj 14 14 19

revenues by 27% in Q2. Profiles proved to be the most robust
segment in the crisis and shall be expanded in the future. Surteco

Source: Pareto

anticipates overall a rising demand in the 2nd half of 2020 and Ticker SURG.DE, SUR GR
expects better results than in the first half of the year. Sector Industrials

Shares fully diluted (m) 15.5
Good mid-term earnings potential :f:trzztb:;ﬁl:;m) iiz
In the mid-term, Surteco still envisages EBIT of EUR 55-65m. The Minority interests (EURm) 4
underlying scenario is that the furniture and caravanning industry Enterprise value 20e (EURm) 507
should see slight growth in the next couple of years as there is a Free float (%) >
certain trend towards “cocooning” in the current crisis. For obvious
reasons, hotels and the event industry are considered potential weak
spots for the industry going forward. Performance

EUR

Personnel cost quota will come down
27 A

In that update, we investigate the different cost categories and
expect personnel costs to be the key earnings driver, as the respective
quota should come down from ~28% in 2020 to 25% of revenues in 2
2023 as a result of the announced restructuring program. We remain
buyers of the share and increase the price target to EUR 27.

24

19 -

17 A

EURmM 2018 2019 2020e 2021e 2022e 14 . . . . .
Revenues 699 675 587 620 676 Aug-19 Oct-19 Dec-19 Mar-20 May-20 Jul-2(
EBITDA 73 66 73 78 89 ———SURG.DE = CDAX (Rebased)
EBIT 32 21 32 39 50 Source: Factset
EPS 1.20 0.61 1.25 1.60 2.13
EPS adj 1.54 0.61 1.25 1.60 2.13 Pareto Securities AS has been paid by the issuer to
DPS 0.55 _ 0.45 0.55 0.75 produce this research report. This material is
considered by Pareto Securities to qualify as an
EV/EBITDA 7.7 8.3 6.9 6.3 5.4 acceptable minor non-monetary benefit according to
EV/EBIT 17.4 26.0 15.9 12.7 9.6 the EU MIFID 2 directive.
P/E adj 14.4 37.4 18.4 14.3 10.7
Analysts
P/B 0.99 1.00 0.96 0.91 0.86 ]
Knud Hinkel
ROE (%) 5.4 2.7 5.4 6.5 8.3 +49 69 58997 419, knud.hinkel@paretosec.com
Div yield (%) 2.5 - 2.0 2.4 3.3
Net debt 198 180 134 121 106

Source: Pareto

Please refer to important disclosures on the last 5 pages of this document
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Wrap-up Q2

Exhibit 1: Q2 numbers

Actual Estimates

SURTECO GROUP (EURm) Q22019 Q22020 vyoy (%) Pareto Dev (%)
Revenues 171 125 -27 137 -8.2
Cost of materials -85 -53 -38 -63 -15.4
Personnel expenses -43 -37 -14 -40 -7.8
Other -22 -17 -23 -22 -21.2
EBITDA 20 11 -43 13 -13.5

EBITDA Margin 11.6% 9.1% -252 BP 9.6% -55 BP
D&A -11 -10 -7 -11 -1.5
EBIT 9 1 nm 3 -60.9

EBIT Margin 5.1% 0.8% nm 1.9% -112 BP

Source: Pareto Securities Research

Thanks to lower raw material prices and good cost flexibility, Surteco was able to
achieve a positive operating result in Q2 despite a yoy drop of revenues by 27%,
of which ~5% percentage points were due to the sale of the impregnating
business in the US, we understand. The material cost quota was down to an
unprecedented 42.4% (Q1l: 46.5%) as prices for plastics, titanium dioxide and
especially pulp were under pressure. Unfortunately, Surteco cannot secure these
price levels for longer as there are no liquid future markets for these commodities
but stored as much as possible in physical form.

The personnel cost quota was up by 270bps to 29.4% of sales, but the absolute
amount was down from EUR 46m in Q1 to EUR 37m in Q2 thanks to short time
working, which saved “EUR 3.5m in the quarter. At present, Surteco does not use
respective instruments anymore. Longer-term, it seems that Surteco will be able
to cut personnel costs even more by reducing the workforce by 175 FTE (of
~3,100 employees), much of this in Decoratives, we understand. Part of these
measures is the elimination of redundant management structures at the Surteco
GmbH, which so far had its own management board. While the respective
restructuring has already been initiated, it will show first effects only in H2. One-
off costs are said to be EUR 12m, which have already been provisioned at the end
of last year.

Among the segments, Profiles (skirtings, among others) proved to be the most
robust in the crisis. Segment revenues in Q2 were on par with last year and in
contrast to the other segments, Profiles realized a positive operating result of
EUR 1.6m in Q2. Profiles profited from skirtings, that saw ongoing good demand
in building and refurbishing. Overall, the building sector proved robust in the
crisis. Regarding the good demand for Profiles, Surteco has plans to expand the
segment geographically and to increase the degree of diversification by
approaching additional customer segments. Also, Surteco did not exclude
acquisitions to push the segment forward. EUR 10m of the 2020 capex budget of
EUR 30m are earmarked for an (organic) expansion project. Moreover, Surteco
has acquired the outstanding minority shares in Nenplas.

Decoratives and Technicals saw revenues down by 30% and 45%, respectively,
and operating results around zero. Main reason for the drop of sales was the
closure of furniture retail outlets and production facilities at manufacturers and
suppliers during the lockdown, which had a less severe effect for SUR’s
operations in Germany, the US and Asia than in other European countries. One
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aspect of the discussion with analysts and investors was the digitization of the
printing processes in Decoratives, that does not only save costs for smaller lot
sizes but also helps to reduce working capital, which is generally perceived as too
high at the moment. Some customers have already invested into their own digital
machines, so Surteco needs to offer superior service in order to stop this
backward integration.

Surteco did not change the wording for the full year outlook for which Surteco
still expects to realize EBIT clearly below the EUR 40-45m envisaged at the
beginning of the year. Notwithstanding, Surteco anticipates a rising demand for
the remainder of 2020 and expects better results in the 2" half of 2020 than in
the first half of the year. In the mid-term (2023), Surteco envisages EBIT of
EUR 55-65m. The underlying scenario is that the furniture industry and
caravaning should see slight growth in the next couple of years as there is a trend
towards “cocooning” in times of crisis. The CEO was neither concerned on a
potentially slowing demand for office furniture as companies will need more
space to realize social distancing during the pandemic even if there will be more
people working from home. For obvious reasons, hotels and the event industry
are considered potential weak spots for the industry. If the scenario laid out in
the call materializes, there will be no need for impairments.
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Exhibit 2: ...

Profit & Loss 2014 2015 2016 2017 2018 2019 2020e 2021e 2022e 2023e 2024e
Revenue 618 638 640 690 699 675 587 620 676 693 710
% yoy 53.1% 3.2% 0.2% 7.8% 1.4% -3.4%  -13.0% 5.5% 9.0% 2.5% 2.5%
EBITDA 63 65 74 83 73 66 73 78 89 95 97
% of sales 10.2% 10.2% 11.6% 12.0% 10.4% 9.8% 12.5% 12.6% 13.2% 13.7% 13.7%
EBIT 28 31 41 45 32 21 32 39 50 55 58
% of sales 4.5% 4.9% 6.4% 6.5% 4.6% 3.1% 5.4% 6.3% 7.4% 8.0% 8.1%
Adjusted EBIT 37 40 43 47 40 40 32 39 50 55 58
% of sales 6.0% 6.3% 6.7% 6.8% 5.7% 6.0% 5.4% 6.3% 7.4% 8.0% 8.1%
Pretax Profit 22 27 35 34 27 16 28 36 48 53 56
% of sales 3.6% 4.2% 5.5% 4.9% 3.9% 2.4% 4.8% 5.8% 7.1% 7.7% 7.9%
Net Profit 18 18 24 26 19 9 19 25 33 37 39
% of sales 3.0% 2.8% 3.7% 3.8% 2.7% 1.4% 3.3% 4.0% 4.9% 5.4% 5.5%
EPS 1.19 1.14 1.54 1.69 1.20 0.61 1.25 1.60 2.13 2.39 2.51
% yoy -36.0% -4.2% 34.9% 9.7%  -28.9%  -49.6% 105.8% 28.2% 33.5% 12.1% 4.7%
DPS 0.70 0.80 0.80 0.80 0.55 0.00 0.45 0.55 0.75 0.84 0.88
Payout ratio 59% 70% 52% 47% 46% 0% 35% 35% 35% 35% 35%

Source: Pareto Securities Research

Following the H1 reporting, we adjust our estimates as follows: We now expect
revenues to drop by 10% organically in H2. Material costs are expected to stay at
around 45% of sales during the year. Longer-term, the respective quota is
expected to return to its longer-term mean of 48% of sales, though. We expect
personnel cost of around EUR 81m in H2, which translates in a cost quota of ~28%
for the full year. Thus, we expect EBIT of EUR 32m in 2020, in-line with guided
earnings increase in H2 (H1: EUR 14.4m).

Longer-term however, we expect personnel to be the key earnings driver, as the
respective cost quota should come down to 25% of revenues as a result of the
announced restructuring program. This translates into EBIT of EUR 55m at 2023,
the lower bound of the guided mid-term range.

On the grounds of our DCF framework (see next page), we arrive at a new price
target of EUR 27 per share (was EUR 25 before).

12 Aug 2020

Pareto Securities Research

4(13)



Surteco Group Sponsored Research Update

Exhibit 3: DCF
2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e

Revenue 587 620 676 693 710 727 744 761 778 794

growth rate -13.0% 5.5% 9.0% 2.5% 2.5% 2.4% 2.3% 2.3% 2.2% 2.1%
EBIT 32 39 50 55 58 57 57 57 56 56

EBIT margin 5.4% 6.3% 7.4% 8.0% 8.1% 7.9% 7.7% 7.4% 7.2% 7.0%
Tax -10 -12 -15 -17 -17 -17 -17 -17 -17 -17

Tax rate 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Depr. & Amort. 42 39 39 40 40 40 40 41 41 42

% of sales 7.1% 6.3% 5.8% 5.7% 5.6% 5.5% 5.4% 5.4% 5.3% 5.3%
Capex -30 -39 -39 -40 -40 -41 -42 -43 -43 -44

% of sales 5.1% 6.3% 5.8% 5.7% 5.6% 5.6% 5.6% 5.6% 5.6% 5.6%
Change in WC & Prov. 15 -5 -9 -3 -3 -3 -3 -3 -3 -3

% of sales -2.5% 0.9% 1.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.3%
Free Cash Flow 48 22 26 36 37 36 36 35 35 34 676

growth rate nm -54.8% 16.6% 40.9% 4.2% -2.9% -2.0% -1.5% -1.4% -1.6% 2.0%
Present Value FCF 47 20 22 28 28 25 23 21 19 18 354
PV Phase | 145 Risk free rate 3.5% Target equity ratio 70%
PV Phase Il 106 Premium Equity 5.0% Beta 1.1
PV Phase Ill 354 Premium Debt 0.5% WACC 7.1%
Enterprise value 605 Sensitivity Growth in phase Il

- Net Debt (Cash) 180 1.0% 1.5% 2.0% 2.5% 3.0%

- Pension Provisions 14 6.4% 27.4 29.8 32.8 36.6 414

- Minorities & Peripherals 4 6.8% 25.1 27.2 29.7 32.8 36.7

+ MV of financial assets 10 WACC 7.1% 231 24.8 27.0 29.5 32.7

7.5% 21.2 22.8 24.6 26.8 29.4
7.9% 19.6 20.9 22.5 244 26.6

Equity value 418

Number of shares 15.5
Value per share (€) 27.0
Current Price (€) 229
Upside 18%

Source: Pareto Securities Research

For a capital-intensive business like Surteco’s, we think it makes sense to refer to
the book value as additional valuation metric. At the present share price, the
Surteco share trades around 1.0x book value for 2020e. This compares with an
average multiple of ~1.1x realized in the past decade (see below). Assuming some
mean reversion, this also translates into upside to the share price, especially as
we expect the RoE to improve from 5.4% in 2020e to 8.7% in 2023.

The relative view (SUR vs SDAX) is in neutral territory at the moment.

12 Aug 2020 Pareto Securities Research 5(13)
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Exhibit 4: P / BV
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Exhibit 5: Surteco vs SDAX
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Source: Pareto Securities Research

12 Aug 2020 Pareto Securities Research 6(13)
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At a glance

Exhibit 6: At a glance

Decoratives Profiles

Business Units

Products/
applications

Comprises te aclvites related o the re and ofedge | g i fes (8% of toal sales) and specialised finshed foils

bandings (35% of total sales), finish foils (15%), décor paper (13%) and i y

- o ; N
(&%), and specialized edge bandings (2%) Includes skirtings (8% of total sales) and technical profiles (5%)
release papers (4%)

Serves primarily the wood-based sector, namely the woodworking, flooring, | Provides solutions for individual special such as fire-inhibiting materials for Industries served include: interior design, craft, caravanning, industrial

Customers caravanning and fumiture (namely kitchen, living room and office) industries | cruise ships or plastic foils for further processing to produce carpets applications, cruising and ship building

Market share/

e 60% European market share for paper-based edge bands and 25% market share for thermoplastic edges

Surteco operates in a material intensive industry whose products have a long-life, thus top-line growth is driven by: () demand from fumiture manufacturers; (Il) macroeconomic headwinds, namely currency fluctuations in USD and
trade dispute tensions; (lll) global economic growth, private consumption propensity, disposable income and ployment level. Bottom line is catalysed by: (I) availability and costs of raw materials, particularly raw papers
(cellulose), plastics (PVC) and chemical additives (titanium dioxide); (Il) successful consolidation of low-cost players to expand horizontally and vertically but also gain market shares in new regions

Main

Tl Neodecortech, Schattdecor, Interprint (now part of the Toppan group), Rehau, MKT (edgebanding), Impress (paper) plus many smaller names

Entry barriers/
competitive
advantage

Medium barriers of entry because of high initial investments and proprietary rights for décors. On the other hand, Surteco presents a unique market positioning as a one-stop shop supplier of decorative surfaces given that several of
its products are the most sold in its segment. Surteco also has a product and international scale advantage as well as high operational leverage, allowing it to benefit from economies of scale in development costs

Strategy: Guidance (12/08/2020): Pareto Esti C

1) Cross-product sector approach to improve positioning against competitors Revenue: significantly below Revenue: EUR 587m EUR 580m
Strategy & 1l) Benefit from favourable megatrends: population growth and urbanisation, individualisation and digitalisation EUR 675-700m yly -13.0% -14.1%
Guidance Ill) One-stop shop with a comprehesive offering for relevant customer groups EBIT: significantly below EBIT: EUR 32m EUR 25m
IV) M&A to make the portfolio more resilient, but no consolidation moves. EUR 40-45m EBIT margin 5.4% 4.3%

Sales (EURm) 675.3 EBITDA 66.3 EBIT (EURm) 214 Sales 5Y hist. CAGR 18%
Wy Margin 9.8% Margin 3.1% Organic growth y/y 3.5%

Sales split by region Sales split by division EBIT split by division Group financial development
9.0%

50 3% = Germany 8.0%

B Decoratives ® Decoratives 7.0%
6.0%
™ Europe 5.0%
Sales & EBIT 13% 40%
Split = America H Techricals  Techricals 3.0%
20%
1.0%
Australia 0.0%
Q e e 3 o
= Profiles = Profiles o W @ @
Asia Pacific /
Other s Profiles s Technicals === Decoratives ~ EBIT margir|
Wolfgang Moyses } Dr. Manfred Bracher Shareholder structure
CEO (since 2019) COO (since 2020)

- T A - ) 159 = Pool and Family
+ Following his studies in business administration + As graduated engineer in plastics technology, Mr Shareholders
and has an MBA from the Gutenberg University of Bracher was active in various leading management
= ECCM Bank

Shareholder. Mainz. Wolfgang Moyses joined Webasto as roles from 1996-2019, at the end as board member 47 \
divisional controller in 1988. From 1992 until 1999, of RKW SE. Since 2020 COO at Surteco.

he had roles of head of controlling, project

manager, commercial director, and division

manager at MANN+Hummel. He served as

Chairman for Simona from 1999 until August 2019. 152
As of October 2019, Moyses acts as CEO of
Surteco

structure &
management

57
Ostermann Stiftung

= Lazard Freres Gestion
SAS

Free Float

3,200

Source: Pareto Securities Research

12 Aug 2020 Pareto Securities Research 7(13)
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PROFIT & LOSS (fiscal year) (EURm) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Revenues 638 640 690 699 675 587 620 676
EBITDA 65 74 83 73 66 73 78 89
Depreciation & amortisation (34) (33) (38) (41) (45) (42) (39) (39)
EBIT 31 41 45 32 21 32 39 50
Net interest (8) (8) (8) (6) (7) (4) (4) (3)
Other financial items 4 2 (4) 0 1 - - -
Profit before taxes 27 35 34 27 16 28 36 48
Taxes ) (11) (7 (8) 7 (8) (12) (14)
Minority interest 0 0 (0) (0) (0) (0) (0) (0)
Net profit 18 24 26 19 9 19 25 33
EPS reported 1.14 1.54 1.69 1.20 0.61 1.25 1.60 2.13
EPS adjusted 1.56 1.64 1.78 1.54 0.61 1.25 1.60 2.13
DPS 0.80 0.80 0.80 0.55 - 0.45 0.55 0.75
BALANCE SHEET (EURm) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Tangible non current assets 245 246 258 256 237 227 227 227
Other non-current assets 160 167 258 245 246 245 245 245
Other current assets 186 201 193 223 214 191 200 214
Cash & equivalents 66 60 133 121 84 129 40 55
Total assets 656 674 843 845 780 792 711 741
Total equity 335 347 349 353 355 374 392 417
Interest-bearing non-current debt 187 124 318 253 255 263 161 161
Interest-bearing current debt 5 72 6 66 9 - - -
Other Debt 116 118 157 160 148 140 143 148
Total liabilites & equity 656 674 843 845 780 792 711 741
CASH FLOW (EURm) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Cash earnings 64 60 75 66 78 61 64 73
Change in working capital 6 (1) 8 (5) 6 15 (5) 9)
Cash flow from investments (28) (54) (115) (49) (36) (30) (39) (39)
Cash flow from financing (18) (9) 107 (24) (85) - (109) 9)
Net cash flow 23 (5) 73 (12) (37) 46 (90) 16
CAPITALIZATION & VALUATION (EURm) 2015 2016 2017 2018 2019 2020e 2021e 2022e
Share price (EUR end) 21.7 23.7 26.9 22.3 22.7 22.9 229 22.9
Number of shares end period 16 16 16 16 16 16 16 16
Net interest bearing debt 127 136 190 198 180 134 121 106
Enterprise value 476 519 623 559 548 507 494 479
EV/Sales 0.7 0.8 0.9 0.8 0.8 0.9 0.8 0.7
EV/EBITDA 7.3 7.0 7.5 7.7 8.3 6.9 6.3 54
EV/EBIT 15.3 12.7 13.9 17.4 26.0 15.9 12.7 9.6
P/E reported 19.0 15.4 15.9 18.6 37.4 18.4 14.3 10.7
P/E adjusted 13.9 14.4 15.1 14.4 37.4 18.4 14.3 10.7
P/B 1.0 1.1 1.2 1.0 1.0 1.0 0.9 0.9
FINANCIAL ANALYSIS & CREDIT METRICS 2015 2016 2017 2018 2019 2020e 2021e 2022e
ROE adjusted (%) 7.4 7.5 7.9 6.8 2.7 53 6.5 8.2
Dividend yield (%) 3.7 34 3.0 2.5 - 2.0 24 33
EBITDA margin (%) 10.2 11.6 12.0 10.4 9.8 125 12.6 13.2
EBIT margin (%) 4.9 6.4 6.5 4.6 31 5.4 6.3 7.4
NIBD/EBITDA 1.95 1.82 2.29 2.71 2.71 1.83 1.55 1.19
EBITDA/Net interest 8.95 9.46 11.04 13.27 9.75 16.51 19.79 31.45
12 Aug 2020 Pareto Securities Research 8(13)
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Disclaimer and legal disclosures
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Content of the publication or report
This publication or reporthas been prepared solely by Pareto Securities Research.

Opinions or suggestions from Pareto Securities Research may deviate from recommendations or opinions presented by other departments or companies in the Pareto Securities Group. The reason may
typically be the result of differing time horizons, methodologies, contexts or other factors.

Sponsored research

Please note that if this report is labelled as “sponsored research” onthe front page, Pareto Securities has entered into an agreement with the company about the preparation of research reports and
receives compensation from the company for this service. Sponsored research is prepared by the Research Department of Pareto Securities without anyinstruction rights by the company. Sponsored
research is however commissioned for and paid bythe companyand such material is considered by Pareto Securities to qualify as an acceptable minor non-monetary benefit according to the EU MiFID Il
Directive.

Basis and methods for assessment

Opinions and price targets are based on one or more methods of valuation, for instance cash flow analysis, use of multiples, behavioral technical analyses of underlying market movements in combination
with considerations of the market situation and the time horizon. Key assumptions of forecasts, price targets and projections in research cited or reproduced appear in the research material from the
named sources. The date of publication appears from the research material cited or reproduced. Opinions and estimates may be updated in subsequent versions of the publication or report, provided
that the relevant company/issuer is treated anew in such later versions of the publication or report.

Pareto Securities Research may provide credit research with more specific price targets based on different valuation methods, including the analysis of key credit ratios and other factors describing the
securities creditworthiness, peer group analysis of securities with similar creditworthiness and different DCF-valuations. All descriptions of loan agreement structures and loan agreement features are
obtained from sources which Pareto Securities Research believes to be reliable, butPareto Securities Research does not represent or warrant their accuracy. Be aware that investors should go through
the specific complete loan agreement before investing in any bonds and not base an investment decision based solely on information contained in this publication or report.

Pareto Securities Research has no fixed schedule for updating publications or reports.

Unless otherwise stated on the first page, the publication or reporthas not been reviewed by the issuer before dissemination. In instances where all or part of a report is presented to the issuer prior to
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Validity of the publication or report
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Risk information
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the investor. Past performance is nota guide to future performance. Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may
lose all or part of the investments.

Conflicts of interest

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

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

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

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

Distribution restriction

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

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

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

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

Distribution in Singapore

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

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

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

Additional provisions on Recommendations distributed in the Canada

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

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

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

12 Aug 2020 Pareto Securities Research 10(13)



Surteco Group Sponsored Research Update

Appendix A

Disclosure requirements pursuant to the Norwegian Securities Trading Regulations section 3-10 (2) and section3-11 (1), letters a-b

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

Companies No. of shares Holdinas in % Companies No. of shares Holdings in %
Helgeland Sparebank 2,009,280 963% SpareBank 1@stfold Akersl 1,139,560 9.20%
Pareto Bank ASA 14,901,908 2133% Sparebanken Vest 6,370,851 5.94%

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

Companies No. of shares Holdings in % Companies No. of shares Holdinas in %
Helgeland Sparebank 2,009,280 9.63% SpareBank 1SMN 1881442 145%
NHST Media Group AS 17,900 139% SpareBank 1Qstfold Akers| 1,139,560 9.20%
Pareto Bank ASA 14,901908 2133% Sparebanken M gre 305,239 3.09%
Selvaag Bolig ASA 2,177,497 2.32% Sparebanken Sgr 433,444 2.77%
SpareBank 1BV 1655,220 262% Sparebanken Vest 6,370,851 5.94%
SpareBank 1Nord-Norge 3,245,605 323% Totens Sparebank 78,246 128%

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

Please find below an overview of material interests in shares held by employees in Pareto Securities AS, in companies where aecommendation has been produced or distributed by Pareto Securities AS. "By
material interest" means holdings exceeding a value of NOK 50 000.

Analyst Total Analyst Total Analyst Total
Company holdings* holdings Company holdings* holdings Company holdings* holdings
Adevinta 0 574 Golden Ocean Group 0 1744 Quantafuel 0 2,540
AF Gruppen 0 19,185 Grieg Seafood 0 6,258 REC Silicon 0 32,708
Aker 0 791 Hafnia Limited 0 30,000 SalMar 0 385
AkerBP 0 23,26 Helgeland Sparebank 0 2,777 Sandnes Sparebank 0 25,782
American Shipping Compar 0 3,500 Ice Group 0 104,391 Sbanken 0 4,520
Atlantic Sapphire 0 1105 Jeeren Sparebank 0 500 Scatec Solar 0 35,000
Austevoll Seafood 0 635 Komplett Bank 0 94,300 Schibsted ASA A Aksjer 0 232
Avance Gas 0 4456 Kongsberg Gruppen 0 34,274 Schibsted ASA B Aksjer 0 607
Axactor 0 1376 KWS 75 75 Selvaag Bolig 0 2,350
Bakkafrost 0 204 LergySeafood 0 384 SpareBank 1BV 0 22,000
BASF 270 270 Mowi 0 3,779 SpareBank 1Nord-Norge 0 26,050
Bonheur 0 37,076 NORBIT 0 8,55 SpareBank 1SMN 0 18,740
BRABank 0 1371000 Nordic Semiconductor 0 6,765 SpareBank 1SR-Bank 0 42,601
BW Energy Limited 0 43,075 Norsk Hydro 0 102,321 SpareBank 1Qstlandet 0 7921
BW Offshore 0 8,326 Norske Skog 0 3,550 Sparebanken Sgr 0 16,135
DNB 0 31464 Norwegian Air Shuttle 0 40,028 Sparebanken Vest 0 %,924
DNO 0 499,263 Norwegian Finans Holding 0 3,310 Sparebanken @st 0 1500
Elkem 0 5218 NTS 0 2,72 Stolt-Nielsen 0 4137
Entra 0 10,537 Ocean Yield 0 46,005 Storebrand 0 7,552
Equinor 0 5,002 Okeanis Eco Tankers 0 2,000 Subsea7 0 3,198
Europris 0 13,469 Orkla 0 18,699 Telenor 0 2,076
Fjord1 0 50,000 Panoro Energy 0 9,285 TGS-NOPEC 0 2,000
Fjordkraft Holding 0 12,000 Pareto Bank 0 1278298 VOWASA 0 6,281
Frontline 0 28,70 Pexip Holding 0 7,000 XXL 0 2,573
Gjensidige Forsikring 0 7,280 Protector Forsikring 0 4,000 Yara International 0 %175

This overview is updated monthly (last updated 10.07.2020).

*Analyst holdingsrefersto positionsheld by the Pareto SecuritiesAS analyst coveringthe company.
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Appendix B

Sponsored Rese Update

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

Overview over issuers of financial instruments where Pareto Securities AS have prepared or distributed investmentrecommendation, where Pareto Securities AS have been lead manager/co-lead manager
or have rendered publicly known not immaterial investment banking services over the previous 12 months:

24SevenOffice Scandinavia AB

Acconer AB
AdvanziaBank

AfricaEnergy

African Petroleum Corporation

Aker ASA

American Tanker, Inc.
AprilaBank ASA

Belships

Boreal Holding AS

Borr Drilling Ltd.

BRAbank

BRABank ASA

BWEnergy
Cabonline Group Holding AB
CibusNordic Real Estate AB
Digiplex

DOFASA

DOF SubseaAS

Erwe Immobilien
EuromicronAG

FiloMining Corp

Floatel

HafniaLimited
Helgeland Sparebank
HKNEnergy Ltd

Ice Group
ICWHolding

Kingfish Zeeland

KlavenessCombination CarriersASA

Komplett Bank ASA
Kongsberg Automotive
LifeFit

Luxaviation Holding
Mercell Holding AS
Monobank ASA
MutaresSE& Co.KGaA

Navigator Holdings

Next BiometricsGroup ASA (“NEXT")

Northern Ocean
Norwegian Air Shuttle
Nouveau Monde Graphite
Ocean Yield

Odfjell SE

ParetoBank

Petroleum Geo-Services

This overview is updated monthly (this overview is for the period 30.06.2019 — 30.06.2020).

Appendix C

D . ! ian Securities Trading Regulation § 3-

Distribution of recommendations

Recommendation
Buy

Hold

Sell

% distribution
64%

31%

4%

Distribution of recommendations (transactions*)

Recommendation
Buy

Hold

Sell

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

% distribution
75%

25%

0%

This overview is updated monthly (last updated 10.07.2020).

PexipHolding ASA
Pinewood Laboratories

Pioneer Property Group

Pioneer Property GroupASA

Providencesinv. Mngmt Pty

Salmon EvolutionAS
SandnesSparebank
ScorpioBulkersinc.
Seadrill

Sparebanken Vest

Stolt Nilsen

TEMPTON Dienstleistungen
United Camping AB
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Appendix D
This section applies to research reports prepared by Pareto Securities AB.

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

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

Overview over issuers of financial instruments where Pareto Securities AB has prepared or distributed investment recommendation, where Pareto Securities AB has been lead manager or co1ead manager
or has rendered publicly known not immaterial investment banking services over the previous twelve months:

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

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

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

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

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

Bosjo Fastigheter AB Braviken Logistik Halmslatten M alarasen

Bonasudden Delarka Logistri Sydsvenska Hem

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

This overview is updated monthly (last updated 15.07.2020).

Appendix E

Designated Sponsor

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

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

Daldrup & Séhne Leifheit PSI SOFTWARE AG * Vapiano

Demire Logwin* PWO* va-Q-tec *

Epigenomics AG* Manz AG* RIB Software * Viscom*

Gesco * MAX Automation SE S&TAG*

GFT Technologies * M erkur Bank SCOUT24

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

Appendix F

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

Adler M odemaerkte Daldrup & Sohne Intershop Communications AG mutares

Baywa Dermapharm Holding SE Leifheit OHB SE

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

This overview is updated monthly (last updated 15.07.2020).
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