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New AUM allows for higher management fees

MPC Capital has been consistently transitioning its assets under
management (currently at €4.2bn) away from retail legacy assets to new,
higher-margin institutional business, which represented 61% of NAV at
end-June 2019 (vs 52% at end-June 2018). This translated into a 6% y-0-y
increase in management fees, which has offset the impact of muted
transaction activity in H119. Moreover, MPC was able to realize profits from
disposals (which represent the majority of investment income in H119) and
completed new meaningful co-investments in H119.

H119 profits assisted by equity investments

MPC reported net income of €1.2m in H119, down from €2.8m in H118. The decline
is largely due the €4.0m reversal of receivables write-downs recognized last year.
H119 earnings were supported by income from equity investments of €5.4m (vs
€1.4m in H118) on the back of disposals from the TRANSIT and BMG portfolios
(contributing ¢ €4.2m). Other operating income was also assisted by the BMG deal,
while last year MPC booked a €2.8m gain on the opportunistic sale of a land plot in
Lisbon. Revenue went up by 1.5% y-o0-y, with lower transaction fees (-34% y-o-y to
€1.8m) offset by higher management fees (up 6% to €17.8m).

Shipping markets muted, real estate remains firm

Conditions in the shipping markets remain uncertain amid the ongoing US-China
trade dispute and global economic slowdown. Together with the looming 0.5%
sulphur cap on marine fuels imposed by IMO 2020, this encouraged market
participants to further increase efficiency and utilise economies of scale. This has
driven demand for large (post-panamax) vessels. Despite lower transaction
volumes (eg in Germany), real estate markets have remained robust so far this
year. The low interest environment continues to support investment demand for real
assets.

Valuation: Trading below book value

MPC remains affected by its legacy retail portfolio and volatile market environment,
which may be partially responsible for the substantial share price decline in 2018
and H119. MPC is trading at a visible premium to peers on FY20e P/E and
EV/EBITDA ratios (which changes into a discount in FY21e). Its current market cap
stands at ¢ 1.4% of its AUM at end-June 2019 and translates into a P/BV ratio of
0.5x.

Consensus estimates

Year Revenue PBT EPS DPS PIE Yield
end (€m) (€m) (€) (€) (x) (%)
12117 473 174 0.41 0.00 43 N/A
12/18 427 (16.7) (0.57) 0.00 N/A N/A
12/19e 442 25 0.06 0.00 29.7 N/A
12/20e 49.8 6.3 0.10 0.00 17.8 N/A

Source: MPC Capital, Refinitiv consensus as at 4 September 2019. Note: Consensus is
based on two analyst estimates (Baader and Warburg).
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Share details

Code MPC
Listing Deutsche Borse Scale
Shares in issue 33.5m

Last reported net cash at end-June 2019 €13.6m

Business description

MPC Capital is an independent asset and investment
manager for real assets in the shipping, real estate
and infrastructure sectors. It initiates, structures,
finances and manages real assets, targeted at
institutional investors. It is a subsidiary of MPC Group
(c 48% shareholding), founded in 1994 and listed in
2000. AUM as at end June 2019 was €4.2bn.

Bull
Strong demand for real asset investments.

Increased share of recurring revenues with
margin growth potential.

Scalable operating platform.

Bear

Strong competition for assets and investors from
large incumbents.

Interest rate rises and/or economic weakness
may slow investment in real assets.

Regulatory risks, particularly legacy products.

Analyst

Milosz Papst +44 (0) 20 3077 5700

Edison Investment Research provides
qualitative research coverage on companies
in the Deutsche Borse Scale segment in
accordance with section 36 subsection 3 of
the General Terms and Conditions of
Deutsche Borse AG for the Regulated
Unofficial Market (Freiverkehr) on Frankfurter
Wertpapierborse (as of 1 March 2017). Two to
three research reports will be produced per
year. Research reports do not contain Edison
analyst financial forecasts.


mailto:financials@edisongroup.com
https://www.edisoninvestmentresearch.com/research/company/mpc-capital

EDISON

H119 results: Higher fees from improved AUM quality

In H119, MPC reported €20.0m in revenue, which was 1.5% higher y-o-y. Transaction fees declined
34% y-o0-y to €1.8m, but this was fully offset by a 5.9% y-0-y increase in management fees to
€17.8m. This was assisted by the increasing share of institutional AUM (61% at end-June 2019,
compared to 52% at end-June 2018), which generates a higher margin in comparison to the legacy,
retail business (c 70—120bp vs 40-60bp according to MPC, respectively). 49% Of the income from
management fees was generated by the shipping business segment. It comprised 91 ships under
technical management and 115 under commercial management at end-June 2019, compared to 83
and 113 as at end-2018, respectively.

MPC'’s lower transaction fees reflect broader market conditions seen in the first half of the year, as
illustrated for instance by the 12% y-o-y decline in transaction volume in German real estate market
to €32.2bn, according to JLL. An important contributor to MPC’s transaction income was the sale of
an office properties portfolio by its fully-owned Dutch subsidiary, Cairn, to a new investment vehicle
for commercial real estate called InTheCity. This deal generated ¢ €0.4m transaction fees, as well
as ¢ €2.5m income from equity investments as the company originally co-invested in these
properties alongside its institutional client (holding a single-digit percentage stake). Moreover, the
company recorded €1.7m income from the disposal of the BMG portfolio, reflected both in other
operating income and income from equity investments (see below for a detailed discussion of the
deals). Consequently, total investment income reached €5.4m, compared to €1.4m in H118.

At the operating profit level (which does not include the above-mentioned income from equity
investments), the company reported a €4.2m loss compared to €2.4m profit a year earlier. The
decline was mainly associated with a €5.5m decrease in other operating income. This is primarily
because the H118 figure was inflated by a €4.0m reversal of receivables write-downs (compared to
only €0.2m in H119) and the gain on the opportunistic sale of a land plot in Lisbon (€2.8m). The
H119 figure included €2.2m profits from asset sales on the back of the BMG deal. Meanwhile,
personnel expenses increased by 8.1% y-o0-y, with average headcount up to 292 from 272 in H118.
Consequently, H119 pre-tax profit stood at €1.8m and result after tax at €1.2m compared to €3.8m
and €2.8m in H118, respectively. If we exclude one-off items (such as FX effects, reversal of
provisions, write-downs, capital increase costs), disposal gains from the TRANSIT and BMG
portfolios (H119) as well as the sale of the land plot in Lisbon (H118), we arrive at an adjusted PBT
loss of €3.7m, which is a moderate reduction from the €4.2m loss in H118.

Exhibit 1: FY18 results highlights

€000s H119 H118 y-0-y change
Management services 17,778 16,780 5.9%
Transaction services 1,802 2,730 -34.0%
Other 396 180 120.0%
Revenue 19,977 19,690 1.5%
Other operating income 3,929 9,391 -58.2%
Cost of materials/purchased services (658) (1,322) N/M
Personnel expenses (14,519) (13,434) 8.1%
Depreciation & amortisation (1,079) (879) 22.8%
Other operating expenses (11,831) (11,035) 7.2%
Operating profit (4,180) 2,412 -273.3%
Income from equity investments 5,399 1,386 289.5%
Other interest & similar income 1,254 843 48.8%
Write-downs on financial assets (374) 0 N/M
Interest & similar expenses (285) (329) -13.4%
Share of profit of associates 0 (505) N/M
Pre-tax profit 1,814 3,807 -52.4%
Income taxes (587) (998) -41.2%
Other taxes (30) (2) N/M
Result after tax 1,228 2,809 -56.3%

Source: MPC Capital, Edison Investment Research
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MPC highlighted in the FY18 report that it might generate positive operating cash flow in FY19 on
condition that it would be able to earn high transaction fees. However, given the weak transaction
fees in H1 and consequently negative cash flow, it seems unlikely that it will be able to generate
positive operating cash flow in 2019, especially as the economic uncertainty continues. The net
cash outflow from investing activities in the period under review came in at €10.5m on the back of
co-investments such as the €5.0m equity investment in the InTheCity platform and vessel
purchases. The acquisition of the BMG portfolio was agreed towards the end of 2018, but the
payment was completed at the start of 2019. This led to a corresponding reduction in liabilities,
which translated into an improved equity ratio at 80% vs 74.4% at end-2018. The portfolio was
partially sold before the end of H119 and, together with the TRANSIT portfolio, this made up the
majority of cash inflow from disposals at €14.4m (H118: €3.9m). MPC’s cash position at end June
20109 fell to €14.1m from €28.9m at end 2018.

Management reconfirmed its expectation of a slight revenue increase resulting in at least break-
even at PBT level in FY19. This should be driven by expansion in new business supported by the
conclusion of additional transactions. MPC expects continuing steady development, particularly in
the shipping unit which, despite challenging market conditions, should generate improved sales and
profit contributions. In the real estate segment, the company expects its Dutch subsidiary Cairn to
provide most of the incremental transaction income. In the infrastructure segment, the company is
considering further additions to wind and solar projects.

AUM broadly stable but with improved quality

At end-June 2019, MPC’s AUM was €4.2bn, slightly down vs end-2018 (€4.3bn). Asset disposals
stood at ¢ €0.2bn in H119 with a similar volume of asset additions, which led to a slight increase in
the share of institutional assets to 61% vs 60% at end-2018. The H119 run rate with respect to AUM
additions is somewhat below MPC’s FY19 expectations at €0.5-0.8bn (and its long-term target at
€0.5-1.0bn pa). On the positive side, in line with earlier management declarations, there were no
major write-downs in H119, suggesting improved asset quality.

In the real estate segment, the c €0.1bn asset additions (driven by Cairn’s activity) were fully offset
by disposals. Hence, AUM remained unchanged at €2.1bn (representing ¢ 50% of group AUM). The
key disposal in H119 was the sale of eight fully let office properties from the TRANSIT portfolio to
the new investment vehicle, InTheCity. Following the transaction, the properties remained under
Cairn management, as this MPC subsidiary is the investment manager of the InTheCity portfolio.
Moreover, MPC Capital holds a minor stake in the platform as part of its co-investment strategy.
MPC has recognised ¢ €2.9m of total income on this trade in the form of transaction fees and
income from equity investments (as discussed above). The transaction illustrates how MPC
manages assets throughout their lifecycle. The properties were acquired at a relatively high
vacancy rate by MPC’s institutional client willing to accept a higher investment risk to generate
higher returns. Subsequently, these properties were successfully redeveloped by Cairn and now
have been sold to new investors with a different risk profile and longer-term investment horizon.
The whole TRANSIT portfolio consisted of 12 properties acquired in February 2016 (six projects at
a price of €69m) and February 2017 (six projects for €60m).

Moreover, MPC opportunistically acquired a portfolio of limited partnerships in closed-end funds
referred to as the BMG portfolio (with the transaction agreed in H218, but settled in H119) and
subsequently conducted a partial disposal of the portfolio in H119.

Cairn has recently entered the Dutch healthcare real estate segment via the acquisition of an initial
investment and development portfolio consisting of three medical centres. In addition, Cairn has
embarked on the development of a primary care medical centre in Alphen ad Rijn, as well as the
construction of a private nursing home in Bodegraven. Cairn secured €30m in a capital increase
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completed recently and will now use the funds to develop its portfolio, with a leveraged target value
for the year of c €70m.

In the shipping segment, AUM declined in H119 by €0.1bn to €1.4bn, despite the slight increase in
ships under management, as discussed above, which was due to disposals from the legacy
portfolio. We understand that the fleet of MPC Container Ships (where MPC has a 5% stake)
remained unchanged in H119. MPC has broadened its range of services for the technical
management of tankers. Moreover, the technical management of bulkers was further expanded
through the entry of a new partner. MPC is currently upgrading the ship fleet managed by Ahrenkiel
and Contchart to meet the provisions of IMO 2020. Therefore, part of MPC Container Ships’ fleet
will be equipped with exhaust gas cleaning systems (so-called ‘scrubbers’) before the end of year.
Technical conversion will be executed by Ahrenkiel Steamship, while MPC Maritime will provide the
financing.

Although AUM in the infrastructure segment remained unchanged at €0.3bn, the foundation for
further AUM expansion was laid during the period by initiating the development of several projects.
In April 2019, ¢ US$50m financing for the second asset of the MPC Caribbean Clean Energy Fund
(CCEF), the Tilawind wind power project in Costa Rica, was closed. In H119, MPC also entered into
a partnership aimed at developing a photovoltaic plant in Barbados. The development phase of the
project has already started, with construction work expected to begin in 2020. In June 2019,
CCEF'’s first asset (Paradise Park) was commissioned. In its industrial operations, the company is
focusing its efforts on one high-volume infrastructure project in North America. Having said that,
there is still limited visibility on MPC’s ability to conduct this project successfully.

Valuation

We believe that a relevant peer group for MPC should contain local asset managers active in the
shipping and/or real estate domain. In our opinion, the closest peer to MPC is Ernst Russ, but as no
consensus data are available, we have not included it in our peer group comparison. As per
Refinitiv consensus, MPC is expected to report marginally positive results in FY19, which makes it
impossible to draw conclusions based on FY19e P/E and EV/EBITDA multiples. MPC is trading at a
considerable premium to the selected peers based on these multiples for FY20e, which changes to
a discount in FY21e.

Given that MPC'’s earnings are largely dependent on the size of its AUM, it may also be instructive
to examine the market cap/AUM ratios for MPC and its peers based on last reported asset figures.
MPC’s market cap represents ¢ 1.4% of its AUM, which is ahead of Ernst Russ (0.4%), but below

the figures for Corestate Capital and Patrizia (2.4% and 3.7%, respectively). The company’s P/BV
ratio based on last reported equity stands at 0.5x.

Exhibit 2: Peer group comparison

Market cap PIE (x) EVIEBITDA (x)

€m 2019 2020e 2021e 2019 2020e  2021e
Corestate Capital 618 4.6 4.3 42 2.8 2.7 2.6
Patrizia 1,505 194 16.1 15.7 10.6 9.7 94
VIB Vermogen 730 1.4 10.9 105 17.2 16.5 15.7
TLG Immobilien 2,900 16.8 15.9 16.6 235 22.6 211
Peer average 1341 11.8 11.8 13.5 12.9 12.2
MPC Capital 60 N/M 16.7 114 N/M 46.0 9.0
Premium/(discount) to peers N/M 41% (3%) N/M 257%  (26%)

Source: Refinitiv consensus as at 4 September 2019. Please note that consensus is based on two analyst
estimates (Baader and Warburg)
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Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Bérse AG or the Frankfurter Wertpapierborse. Any investment decision should be solely based on a
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Bérse AG and prepared and
issued by Edison for publication globally.

Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without
recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or
warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this
report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information or
statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to Edison's
policies on personal dealing and conflicts of interest.

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”") © FTSE 2019. “FTSE®" is a trade mark of the London Stock Exchange Group companies and
is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the
FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE's express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having regard
to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation
to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as
a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment
decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A marketing
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on
dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (i) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 of
the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be distributed
or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a
bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does
not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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