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HERTI
INDUSTRY: CONTAINERS AND PACKAGING

PROSPECTS FOR GROWTH

PRODUCER OF BOTTLE CAPS FOR ALCOHOLIC AND NON-ALCOHOLIC BEVERAGES.
HERTI IS A SUPPLIER FOR LEADING COMPANIES ALL OVER THE WORLD AND HAS
STRONG PRESENCE IN EUROPE. THE CHANGES IN CONSUMER BEHAVIOR AND THE
GROWTH OF CONSUMPTION IN EASTERN EUROPE SHOULD STIMULATE DEMAND OF
BEVERAGES THAT WILL LEAD TO INCREASE OF REVENUES FOR THE COMPANY.

SPECIALIZED COMPANY IN THE PACKAGING SECTOR

Herti is leading producer of bottle caps for various bottling companies world-
wide. The product portfolio of the Bulgarian company constitutes of caps at
more than 40 sizes that Herti sells to clients in 50 countries. Revenues from
export markets represented 84% of total sales. Main markets are EU countries
and Russia. The expectations for the forthcoming year are positive. Eastern
Europe should become the driver for growth.

GROWTH PERSPECTIVES IN THE SECTOR

The production of packages should follow the positive trend of larger con-
sumption in developing countries, whereas the changes in consumers’ behav-
ior would support revenues in developed markets. The consumption of wine is
expected to increase, while wineries are switching from traditional cork to
aluminum caps to benefit from lower costs. The change of consumption of
non-alcoholic beverages in developed countries is from soft-drinks to natural
and organic products.

INVESTMENT POLICY

Herti implements large investment program during the past several years,
including through various EU programs for financing the competitiveness of
Bulgarian companies. It increased capacity and new product creation. Herti
considers the new lines of bottle caps for wine and mineral water as primary
source of growth.

ALUMINUM AS PRIMARY COST

The production costs of Herti depend on the price of aluminum. The price
increase of the metal during the past few months presents a limitation on the
improvement of profit that the company has been experiencing. We expect
that the growth of revenues will compensate the pressure that higher material
costs are providing on the profitability.

VALUATION: We value the company based on the discounted cash flows. This
method presents better the stock’s value as it includes the future financial
performance. We maintain neutral recommendation on the stock due to two
reasons. The first is the lack of trading with the stock. The second is a conse-
quence of the value we derive from our model. Results are not substantially
better than two years ago, although the improvement in 2014 is sing for fur-
ther growth.

HOLD
ONE YEAR PRICE TARGET: BGN 1.62
CURRENT PRICE: BGN 1.62

EXCHANGE RATES
EUR/BGN(FIXED): 1.95583
USD/BGN: 1.56

MARKET DATA

Shares Outstanding: 12m
Free-float: 1%
Treasury Shares 0%
Market Cap.: BGN 19.5m
Avg. Daily Vol.: -
52 Weeks Range: BGN 1.50-1.62
BSE Ticker HTV
Bloomberg HTV BU
REVENUE

40

35 CAGR

1.4%

30

25

20

15

10

5

0

2007 2008 2009 2010 2011 2012 2013

Source: Herti

in kBGN, excl. ratios 2013 2014F 2015F 2016F
REVENUE 30,641 31,254 32,817 35,442
EBITDA 2,517 3,000 3,190 3,452
EBIT 1,106 1,313 1,477 1,666
NET PROFIT 317 539 670 804
EqQuITY 12,835 13,374 14,044 14,848
ROE 2.50% 4.12% 4.88% 5.57%
ROA 0.99% 1.54% 1.85% 2.14%
EBITDA MARGIN 8.21% 9.60% 9.72% 9.74%
NET PROFIT MARGIN 1.03% 1.73% 2.04% 2.27%
EPS 0.03 0.04 0.06 0.07
DEBT/EQUITY 1.10 1.07 1.06 1.07
P/E 61.40 36.08 29.06 24.20
P/B 1.52 1.46 1.39 1.31
EV/EBITDA 13.15 11.22 10.60 10.20

DIVIDEND YIELD - - - -

ELANA TRADING DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A
RESULT, INVESTORS SHOULD BE AWARE THAT ELANA TRADING MAY HAVE A CONFLICT OF INTEREST THAT COULD
AFFECT THE OBJECTIVITY OF THIS REPORT. INVESTORS SHOULD CONSIDER THIS REPORT AS ONLY A SINGLE FACTOR IN
MAKING THEIR INVESTMENT DECISION. PLEASE SEE DISCLOSURE INFORMATION ON PAGE 11 OF THE RESEARCH.
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COMPANY OVERVIEW
The main business of Herti is the manufacturing and sale of packaging products, specifical- Leading producer of bottle caps
ly bottle closures. The manufacturing is focused at consumers of different segments of the that sells 84% abroad

food industry, but part of the production is targeted at the pharmaceutical sector. Herti
produces caps with over 40 different sizes that exports to its clients in over 50 countries
around the world. The revenues from abroad represent 84% of total sales, while the main
markets are in the European Union and Russia.

Herti’s business model includes the whole process of production as well as the sell to cli-
ents. The company is making market researches in its sector to respond the necessities in
different economic sectors. The participation in international trade fairs is the primary tool
to attract new clients and to present its products.

The company’s holding structure includes five subsidiaries:

Tihert JSC - 100% of the capital;
Herti UK - 100% of the capital;

Herti France - 100% of the capital;
Herti Germany - 100% of the capital;
Herti Group International - 49.00%.

The company also owns 5.6% stake in the first Bulgarian packaging recovery organization
- the non-profit company Ecopack Bulgaria. Herti is fulfilling its obligations for separate
waste collection and recovery of packaging released on the market in Bulgaria according to
the current legislation. Herti is expanding its product portfolio through research and devel-
opment activities. The company is applying the requirements of the world quality standards
and the principles of good corporate management. It is certified under ISO 9001:2008.

SHAREHOLDERS' STRUCTURE

Shareholders include the Austrian company IGM Holding and physical persons, engaged in Shareholders' structure

the management of the company. The free-float is very low and is below half present of

shares. IGM Mr. A.
Holding Yulianov

33.90%

Number of shares outstanding is 12 013 797. 32.91%

Free-floa
0.3%

Mr. Z.

Zahariev

24.91% Mrs. E.
Zaharieva
7.99%

POTENTIAL CATALYSTS

Increase of consumption of beverages: The economic growth in Europe should be
considered as the primary factor for increase of sales of Herti. The higher consumption of
beverages is in direct connection with the acceleration of Herti's revenue as the company
has higher production capacity in its disposal. However, the positive effects on sales should
be expected at least after one year, when leading economies in Europe start to improve.

Improved profitability in the beverage sector: Producers of beverages are reporting
good profitability. This is more notable in USA where both the economy and the consump-
tion grow steadily. The positive trend of financial results in the sector is expected to con-
tinue with more EU companies reporting better profits and rising sales. We expect that
packaging producers would also benefit from the improvement market conditions, including
the possibility to increase prices of their goods.

DATE: NOVEMBER 27™ 2014 2.



sl 2naiysis ELANA Trading

Herti

SECTOR OVERVIEW

ALCOHOLIC AND NON-ALCOHOLIC BEVERAGES

The consumption of alcoholic beverages registered a slight decline during the past few Stagnation of demand in Europe
years. This process follows the economic stagnation in EU and more notably the low growth

of real wages. The consumer behavior remains unchanged and consumption depends only

on personal income.

The US market has different trend as compared to EU. The growth of soft-drinks is larger
and is due to the demand of organic and natural products. These segments registered 8%
increase during the first half of 2014, mainly in terms of volumes sold, whereas the price
changes are negligible. The producers are catching the market’s attention through various
new products.

Africa is considered as the market with the most positive growth perspectives. Food and
beverage companies are heavily investing on the continent. Their expectations are sup-
ported by the strong GDP growth, a large and young population as well as urbanization
trends that portend rising demand for branded consumer goods. Beverage sales may reach
USD 152 b in 2018, up 62% from USD 94 b in 2013, according to Euromonitor.

The positive factors this year included a positive summer season, in which improved Western Europe will lead by
weather conditions in Europe increased sales, mitigated in part by challenging market growth
conditions in Russia. Many key input costs were easing, including fructose, which supported

the price initiatives of producers and improved their profit margins. The consumer confi-

dence in Germany and France stalled this year. The positive news from the sector came

from the registered change in consumer behavior. The consumption of alcoholic beverages

at home tends to increase, mainly in wine consumption, followed by spirits. Inflation is not

a factor that can curb demand in Europe or USA, although price indices in Russia remained

at the averages for the previous two years.

US spending on non-alcoholic beverages did not increase substantially during the last cou-
ple of years despite the strong improvement of consumer confidence. The low growth of
population and the change of consumer preferences toward lower consumption of sweet
beverages resulted to a stagnation of sales. This trend should replicate in Western Europe
in near future during the expected economic recovery. Eastern Europe should experience a
better growth due to the lower consumption per capita in the region. Short-term trends
point to slow-down in spending in developing countries.

The return on equity of beverage companies declined from 10% in 2010 to 7.8% during
the second half of this year. The decrease of ROE was a consequence of the lower revenue
and the rising investments. This trend forced large beverage companies to cut costs and
might also have negative effect on the demand of packaging products and its prices. The
industry forecasts point to acceleration of revenue growth in all segments due to the rising
consumption.

Exhibit 1: Consumer confidence levels do not suggest a risk Exhibit 2: The price indices do not suggest an acceleration of
of low beverage consumption in Europe inflation
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Exhibit 3: A decline of profit margins forced beverage com- Exhibit 4: Industry forecasts point to acceleration of revenues
panies to cut costs growth worldwide
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HERTI'S OPERATIONS

The largest part of Herti’s revenue comes from the bottle closures for alcoholic beverages. Higher stake of caps for wine in
The change during the previous year is small and as of present date the segment accounts revenue
for 49% of revenues. Aluminum caps for wine form 28% of sales. During the last couple of

years wine produces are actively switching to twist caps due to the now highly priced cork.

This trend continues supported by cost optimization programs and rising at-home con-

sumption of alcoholic beverages.

The Bulgarian market represented 16% of total revenue during the first nine months of Better market positions in France
2014. Its share is constantly increasing during the past few years. However, the majority and Germany
of Bulgarian wine producers use cork or polymer caps instead of aluminum closures. The

biggest markets for Herti are Russia, United Kingdom and France. The new products for

mineral water and wine contributed to the increase of revenues from EU markets this year.

The sales to South Africa and America are to wine producers. Herti increased its presence

in Australia as the company became the supplier of caps to a large wine producer. Subsidi-

aries of Herti in France and Germany are expanding their market presence with supplies to

existent and new clients.

Herti exports specific kind of caps for a client in Russia, which it does not normally manu-
facture. This is however, at expense of other products as sales of goods reached 10% of
total revenues for the last 12 months. The share of sales to Russia declined due to the
devaluation of Russian ruble and the competitive disadvantage of Herti’'s products from the
foreign exchange rates. However, the company should recover quickly its market positions
after the end of ruble sell-off. On positive note for Herti is also the fact that its production
is not under any trade restrictions and should benefit from the lower export from Ukraine
to Russia. The aluminum caps are representing 82% of total revenues of Herti.

Exhibit 5: Revenue by market segments Exhibit 6: Revenue countries
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Source: Herti Source: Herti
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Herti expands its decoration options by heat stamping and frontal topography as well as
aluminum, PVC-free granulate lining closures for wine bottles. These products lead the
global increase of sales. Closures for wine industry are priority for Herti. The company
registered the trade mark Vinstar and began operating a new machine for long closures at
the beginning of the year. Sales of new products started in February 2014 and are already
presented on EU markets.

INVESTMENT PROGRAM

Herti increased its production capacity for the caps with the highest demand from custom-
ers. The company currently puts into usage new machines for EUR 400 000 to increase
capacity of its top line products. The completed investment programs for the last 12
months include ERP system, on which the company received a grant from EU funds for
BGN 346 000. The other large completed project was in energy efficiency. The grant to-
taled BGN 1.2 million and was received in March 2014 on Operational Program “Develop-
ment of the Competitiveness of the Bulgarian Economy”. Herti had contracts for the deliv-
ery of equipment. The investment amounts BGN 3.75 million. The company relies on its
new products to increase revenues, including bottle closures for mineral water and the
products of the Vinstar brand.

CERTIFICATES FOR QUALITY

Herti has certificate under the BRC/IOP Global Standard for Packaging and Packaging Mate-
rials. This Standard is a product certification designed to protect consumers’ rights and
help traders to follow the requirements of the EU for good practices. It is applied by suppli-
ers in Europe, Africa, the Middle East, Asia, Australia, North and South America. Herti will
have the opportunity of free trade with all the companies in the scheme - Tesco, Sains-
bury, Marks&Spencer, Asda, Boots, Safeway, Co-op.

Herti is member of SEDEX - non-profit organization based in London, UK. It is a member-
ship organization for businesses committed to continuous improvement of the ethical per-
formance of their supply chains. SEDEX enables member companies to manage efficiently
the ethical and responsible practices of their global supply chains in the field of Labor
Standards, Health & Safety, Environment and Business Integrity.

FINANCIAL ANALYSIS AND VALUATION

The price of aluminum is the most important factor for Herti's costs and profitability as
expenditures for the metal represent half of total for the company. Its share in material
costs declined slowly during the first nine months of the year due to the 5% lower average
price in euro as compared to the same period of 2013. The aluminum price increase in US
dollars is negligible but it is steadily moving higher from this year’s bottom. It might have
negative impact on Herti’s profitability during the second half of 2014. This is our primary
concern and main reason to have more conservative forecasts for the last quarter as com-
pared to the beginning of the year. We assume that the rising aluminum price is a sign for
recovery of the global economy and therefore it is providing an opportunity to Herti to raise
sales in mid-term perspective.

The company reported an improvement of profit margins this year due to the lower costs,
mainly material costs as other expenditure groups posted increases. Sales were only
1.17% higher on yearly basis since the beginning of 2014.

The debt level of Herti rose in 2013, which followed the aggressive investment program.
The payment of subsidies from EU funds managed to improve the debt of the company.
Herti will continue to increase its capacity and to invest in modernization and energy effi-
ciency. It is not facing any problems servicing its debts.

DATE: NOVEMBER 27™ 2014
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Exhibit 7: Aluminum price in euro increased substantially Exhibit 8: Revenues during the third quarter gained sizably as
during the previous six months compared to the previous few years
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The table presents the main multiples of Herti, calculated by the non-consolidated results
for the past three years. The ratios based on net profit and EBITDA remain higher than the
averages for Bulgarian public listed stocks. The improvement in 2014 was due to the de-
cline of material costs. As the growth of aluminum price again put a pressure on the profit,
we don't expect the same improvement to take place in the next two-three quarters. It is
unlikely that the price-to-earnings ratio to fell at the average level of Bulgarian industrial
stocks.

As the enterprise value is elevated by the debts of Herti, EV/EBITDA is substantially lower
and stands at 11. The discounted cash flow model values the company at price levels that
coincide with latest quotes.

2012 2013 TTM 2014E
Last Price 1.50 1.62 1.62 1.62
Number of Shares 12,013,797 12,013,797 12,013,797 12,013,797
Market Capitalization 18,020,696 19,462,351 19,462,351 19,462,351
Net Profit 462,000 317,000 528,000 539,362
P/E 39.01 61.40 36.86 36.08
Equity 12,518,000 12,835,000 13,350,000 13,374,362
P/B 1.44 1.52 1.46 1.46
Sales 30,367,000 30,641,000 31,149,000 31,253,820
P/S 0.59 0.64 0.62 0.62
EV 29,106,696 33,093,351 33,468,351 33,653,751
EBITDA 2,640,000 2,517,000 3,073,000 3,000,367
EV/EBITDA 11.03 13.15 10.89 11.22
ROE 3.76% 2.50% 4.03% 4.12%
ROA 1.54% 0.99% 1.54% 1.54%

FINANCIAL PERFORMANCE ANALYSIS

The past three years were marked by very slow growth of revenues due to the stagnation Growth perspectives
of consumption in developed markets. The latest trends, however, are much more promis-

ing: expenditures on wine in Europe are rising and new products of Herti should improve

sales. Our forecasts are based on the assumption of positive market conjuncture that

should lead to 8% annual growth in 2016. This rate of growth requires consumer confi-

dence to remain elevated, while the consumption of beverages steadily increases. Coun-

tries in Eastern Europe would become the primary source for organic growth to beverage

industry. Additionally, we expect Herti to increase its presence in EU with its innovative

products for wine and mineral water. The production of the new model closure is expected

to commence during the first quarter of 2015.

DATE: NOVEMBER 27™ 2014 -6 -
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The profit margin improved since the beginning of the year. The solid increase of aluminum
price represents a threat to the profitability in the coming months. We don’t expect that
EBITDA will exceed 10% threshold next year, although the growth of revenue and the
larger production scale should contribute to the decrease of fixed costs.

The depreciation generates the largest part of cash flow from operations. Herti continues to
invest at large scale as compared to its current cash inflows from operations, which re-
quires sizable funding. The source of capital is bank loans. The debt-to-equity is high but
the company doesn’t face any difficulties servicing its loans.

Herti's changes of receivables don’t suggest any difficulties with its trading partners. Our

model includes also the expectations for gradual increase of inventories that should follow
the trend of sales.
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VALUATION OF HERTI

The valuation multiples are not representative for the stock price of Herti as the trading is
nearly absent. In this case we consider only the cash flows as suitable for the valuation of
the company. Our one-year price target is based on the discounted cash flows as they
include the important future development of the company rather than focus on the current
financial performance. Herti invests in increase of production capacity and new product
that should have impact on revenue next year.

Our forecasts for the next few years are positive in terms of revenue growth, while we
expect that Herti will maintain its EBITDA margin. As mentioned above, forecasts are
based on increased price of aluminum due to economic recovery in Europe and acceleration
of global growth in 3-year horizon. The effect of growth on operating profit margin should
be positive, which lead to gradual increase to 5% in our model.

Herti’s interest expenses represent around 5% of loans. We consider this level of interest
payment as highly probable for the next two or three years. The company should decrease
gradually its loans by repaying the principal. The lower level of debts in the future would
contribute to better interest rates on loans for the company. Nevertheless, interest pay-
ments would depend mostly on the average interest rates in Bulgaria. The WACC is low
due to the high share of loans in the cost of capital.

The valuation depends heavily on
the return of latest investments

DCF ASSUMPTIONS

TERMINAL
BGN'000 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 YEAR
REVENUES 31,254 32,817 35,442 38,986 42,105 45,052 47,755 50,382 52,901 55,017 56,943
GROWTH 2.00% 5.00% 8.00% 10.00% 8.00% 7.00% 6.00% 5.50% 5.00% 4.00% 3.50%
EBIT 1,313 1,477 1,666 1,871 2,105 2,253 2,388 2,519 2,645 2,751 2,847
EBIT MARGIN 4.20% 4.50% 4.70% 4.80% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
INVESTMENTS 2,561 1,994 2,600 2,675 2,285 2,182 2,290 2,403 2,510 2,584 2,660
DEPRECIATION 1,688 1,713 1,786 1,860 1,895 2,027 2,149 2,267 2,381 2,476 2,562
NET WORKING CAPITAL 438 459 319 546 379 541 573 605 635 660 683
D1SCOUNTED CASH FLows
TERMINAL
BGN'000 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 YEAR

EBIT 1,313 1,477 1,666 1,871 2,105 2,253 2,388 2,519 2,645 2,751 2,847
EBIT(1-T) 1,181 1,329 1,499 1,684 1,895 2,027 2,149 2,267 2,381 2,476 2,562
ADD: D&A 1,688 1,713 1,786 1,860 1,895 2,027 2,149 2,267 2,381 2,476 2,562
LESS: INVESTMENTS 2,561 1,994 2,600 2,675 2,285 2,182 2,290 2,403 2,510 2,584 2,660
LEss: CHANGE NWC -39 22 -140 227 -167 162 32 32 30 25 24
FCF 348 1,026 826 642 1,672 1,711 1,976 2,100 2,221 2,342 2,441
PV FCF 338 937 709 512 1,247 1,135 1,204 1,171 1,145 1,100
SuM ofF PV FCF 9,499
PV OF CONTINUING VALUE 23,982
ToTAL PV FREE CASH FLows 33,481
LESS: OUTSTANDING DEBT 14,215
PLUS: FINANCIAL ASSETS 209
PV ofF EQuITY 19,475
NUMBER OF SHARES (*000) 12,014
PRICE PER SHARE 1.62

RECOMMENDATION AND PRICE TARGET

Stocks of Herti are illiquid and the discounted cash flows model suggests that the company
is fair priced, according to our expectations. We maintain a hold recommendation due to
two reasons. The first one is the already emphasized lack of stock trading. The second
reason is the value of the stock as sizable improvement in financial results is not yet pre-
sent. We consider Herti as a company that could be acquisition target from large packaging
producer, rather than an interesting holding for portfolio investors.

DATE: NOVEMBER 27™ 2014

Recommendation: HOLD
Target Price: BGN 1.62



sl 2naiysis ELANA Trading

Herti

ANNUAL FINANCIAL DATA(AUDITED)

INCOME STATEMENT (‘000 BGN) 2011 2012 2013 TT™ 6M 2013 6M 2014
REVENUE 30,473 30,367 30,641 31,149 23,323 23,831
OPERATING EXPENSES 29,899 29,167 29,535 29,896 22,437 22,798
CHANGE IN INVENTORIES (596) (19) (333) 32 (675) (310)
COST OF MATERIAL 20,881 19,718 19,136 18,749 14,965 14,578
COST OF LABOR 3,955 3,797 3,865 4,013 2,868 3,016
COST OF EXTERNAL SERVICES 2,376 2,295 2,473 2,511 1,874 1,912
DEPRECIATION AND AMORTIZATION 1,660 1,440 1,411 1,820 1,010 1,419
NET BOOK VALUE OF ASSETS SOLD 1,181 1,171 2,472 1,815 1,977 1,320
OTHER COSTS 442 765 511 956 418 863
OPERATING INCOME 574 1,200 1,106 1,253 886 1,033
INTEREST EXPENSE 688 601 623 679 450 506
FOREIGN EXCHANGE LOSSES (GAINS) (26) (10) 39 (81) 32 (88)
NET NON-OPERATING LOSSES (GAINS) 106 95 127 127 100 100
PRETAX INCOME (194) 514 317 528 304 515
INCOME TAX EXPENSE (18) 52 0 0 0 0
INCOME BEFORE XO ITEMS (176) 462 317 528 304 515
EXTRAORDINARY LOSS NET OF TAX 0 0 0 0 0 0
MINORITY INTEREST 0 0 0 0 0 0
NET INCOME (176) 462 317 528 304 515
EARNINGS PER SHARE IN BGN (0.01) 0.04 0.03 0.04 0.03 0.04
BALANCE SHEET (‘000 BGN) 2011 2012 2013 TTM 6M 2013 6M 2014
CASH AND NEAR CASH ITEMS 157 234 527 209 167 209
SHORT-TERM INVESTMENTS 0 0 0 0 0 0
ACCOUNTS AND NOTES RECEIVABLE 10,249 9,754 10,373 11,164 10,644 11,164
INVENTORIES 4,310 4,892 4,809 4,889 4,665 4,889
OTHER CURRENT ASSETS 0 0 0 0 0 0
TOTAL CURRENT ASSETS 14,716 14,880 15,709 16,262 15,476 16,262
LT INVESTMENTS AND LT RECEIVABLES 279 328 336 336 336 336
NET FIXED ASSETS 15,022 14,546 17,879 18,248 16,714 18,248
OTHER LONG-TERM ASSETS 94 89 522 521 545 521
TOTAL LONG-TERM ASSETS 15,395 14,963 18,737 19,105 17,595 19,105
TOTAL ASSETS 30,111 29,843 34,446 35,367 33,071 35,367
ACCOUNTS PAYABLE 6,220 5,100 6,260 5,501 5,098 5,501
SHORT-TERM BORROWINGS 7,774 8,494 8,432 9,048 11,027 9,048
OTHER SHORT-TERM LIABILITIES 16 25 13 31 31 31
TOTAL CURRENT LIABILITIES 14,010 13,619 14,705 14,580 16,156 14,580
LONG-TERM BORROWINGS 3,237 2,826 5,726 5,167 3,213 5,167
OTHER LONG-TERM LIABILITIES 808 880 1,180 2,270 880 2,270
TOTAL LONG-TERM LIABILITIES 4,045 3,706 6,906 7,437 4,093 7,437
TOTAL LIABILITIES 18,055 17,325 21,611 22,017 20,249 22,017
TOTAL PREFERRED EQUITY 0 0 0 0 0 0
MINORITY INTEREST 0 0 0 0 0 0
SHARE CAPITAL & APIC 12,014 12,014 12,014 12,014 12,014 12,014
RETAINED EARNINGS & OTHER EQUITY 42 504 821 1,336 808 1,336
TOTAL EQUITY 12,056 12,518 12,835 13,350 12,822 13,350
WORKING CAPITAL 30,111 29,843 34,446 35,367 33,071 35,367
NUMBER OF SHARES: 12,013,797 12,013,797 12,013,797 12,013,797 12,013,797 12,013,797
PRICE IN BGN - PERIOD END: 1.23 1.50 1.62 1.62 1.62 1.62
MARKET CAP IN ,000 BGN - PERIOD END: 14,777 18,021 19,462 19,462 19,462 19,462
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CASH FLow STATEMENT ('000 BGN) 2011 2012 2013 TT™ 6M 2013 6M 2014
NET INCOME (176) 462 317 528 304 515
DEPRECIATION& AMORTIZATION 1,660 1,440 1,411 1,820 1,010 1,419
OTHER NON-CASH ADJUSTMENTS (4,146) 281 (563) 1,438 (1,515) 486
CHANGES IN NON-CASH CAPITAL 4,367 (478) 550 (1,770) 1,324 (996)
CASH FROM OPERATIONS 1,705 1,705 1,715 2,016 1,123 1,424
DISPOSAL OF FIXED ASSETS 1 1 324 1,124 0 800
CAPITAL EXPENDITURES (1,075) (1,075) (4,156) (3,195) (3,531) (2,570)
INCREASE IN INVESTMENTS (49) (49) 0 0 0 0
DECREASE IN INVESTMENTS 0 0 0 0 0 0
OTHER INVESTING ACTIVITIES 0 0 346 1,547 0 1,201
CASH FROM INVESTING ACTIVITIES (1,123) (1,123) (3,486) (524) (3,531) (569)
DIVIDENDS PAID 0 0 0 0 0 0
CHANGE IN SHORT-TERM BORROWINGS 4,593 720 (62) (1,979) 2,533 616
CHANGE IN LONG-TERM BORROWINGS (4,331) (411) 2,900 1,954 387 (559)
INCREASE IN CAPITAL STOCKS 0 0 0 0 0 0
DECREASE IN CAPITAL STOCKS 0 0 0 0 0 0
OTHER FINANCIAL ACTIVITIES (767) (814) (774) (1,425) (579) (1,230)
CASH FROM FINANCING ACTIVITIES (505) (505) 2,064 (1,450) 2,341 (1,173)
NET CHANGES IN CASH 77 77 293 42 (67) (318)
END-OF-PERIOD CASH 234 234 527 209 167 209
CASH PER SHARE 0.02 0.02 0.04 0.02 0.01 0.02

FINANCIAL AND PERFORMANCE INDICATORS 2011 2012 2013 TT™

VALUATION

PRICE/EARNINGS (P/E) 39.01 61.40 36.86

Price/Book (P/B) 1.23 1.44 1.52 1.46

PRICE/SALES (P/S) 0.48 0.59 0.64 0.62

PRICE/CASH PER SHARE 9.96 9.47 11.26 8.29

EV (IN ‘000 BGN) 25,631 29,107 33,093 33,468

EV/EBITDA 11.47 11.03 13.15 10.89

PROFITABILITY

RETURN ON COMMON EQUITY -1.45% 3.76% 2.50% 4.03%

RETURN ON ASSETS -0.58% 1.54% 0.99% 1.54%

RETURN ON INVESTED CAPITAL 1.95% 4.27% 3.70% 4.42%

EBITDA MARGIN 7.33% 8.69% 8.21% 9.87%

OPERATING MARGIN 1.88% 3.95% 3.61% 4.02%

NET INCOME MARGIN -0.58% 1.52% 1.03% 1.70%

DIVIDEND

DIVIDEND YIELD 0.00% 0.00% 0.00%

DIVIDEND PER SHARE

LIQUIDITY

CURRENT RATIO 1.05 1.09 1.07 1.12

QUICK RATIO 0.74 0.73 0.74 0.78

CREDIT

LT DEBT/EQUITY 0.27 0.23 0.45 0.39

TOTAL DEBT/EQUITY 0.91 0.90 1.10 1.06

TOTAL DEBT/TOTAL ASSETS 0.37 0.38 0.41 0.40

EBITDA/INTEREST EXPENSE 3.25 4.39 4.04 4.53
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Disclaimer

Regulatory Restrictions: No publication of ELANA Trading should be construed as an offer (or solicitation of an offer) to U.S.
persons to buy or sell financial instruments or any financial product, make any investment or participate in any particular trad-
ing strategy (collectively “Offers”). No Publication of ELANA Trading should be construed as an Offer (or solicitation of an offer) in

any jurisdiction in which such Offer would be illegal. Any such perceived Offer will not be honoured by ELANA Trading.

Analyst Certification: The research analyst(s) certifies that: (1) all of the views expressed in this document accurately reflect
his or her personal views about any and all of the subject securities or issuers; (2) no part of any of the research analyst’'s com-
pensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research
analyst(s) in this document.

Financial Interest: ELANA Trading may trade or own shares of the analyzed companies. The research analyst(s) is not holding
shares of the analyzed companies, unless otherwise noted.

Regulatory Authority: Financial Supervisory Commission, Budapest Street 18, 1303 Sofia, Bulgaria

Information Disclosure: All reasonable care has been taken to ensure the facts stated are accurate and opinions given are fair
and reasonable. Our recommendations are based on information available to the public that we consider to be reliable but for the
completeness and accuracy of which we assume no liability. Neither ELANA Trading, nor its directors, officers or employees shall
in any way be responsible for its contents. The views expressed may differ from the views of other firm departments or repre-
sentatives. Additional information is available upon request. Unless otherwise noted, sources for all information in charts and
tables are ELANA Trading’s calculations.

Risks for Investors: Information in this document should not be regarded as an offer to buy or sell any financial instruments.
The investment possibilities discussed in this document may not be suitable for certain investors depending on their specific in-
vestment objectives and time horizon or in the context of their overall financial situation. In particular, the risks associated with
an investment in the securities or the financial instruments under discussion are not explained in its entirety.

The prices or values of the securities may go down as well as up and can fluctuate and fall against the investor. The securities or
investments may cause the investor to lose the amount invested. Past performance is not a guide to future performance. Chang-
es in exchange rates may have an adverse effect on the value, price or income of the securities or investments.

Valuation Methods: Company valuations are based on the following methods: multiple-based (P/E, P/B, EV/EBITDA), historical
valuation approaches, peer comparisons, discount models (DCF, DDM) or asset-based evaluation methods. Valuation models are
dependent on macroeconomic factors, including interest rates, foreign exchange rates, prices of raw materials, and any expecta-
tions about the economy, the market sentiment. The valuation is based on expectations that might change rapidly and without
notice, depending on developments specific to individual industries and countries. Recommendations and target prices derived
from the models might therefore change accordingly. The application of models depends on forecasts of a range of economic
variables, thus there is a range of reasonable variations within models. Any valuation is dependent upon inputs that are based on
the subjective opinion of the analysts carrying out this valuation.

Recommendations: Analyst(s) recommendations are based on the specific factors for the company, sector, country and global
developments, as compared to market indices. Recommendations and opinions reflect ELANA Trading's expectations over the 12-
month period following publication from the perspective of long-only investment clients. ELANA Trading reserves the right to
express different or contrary recommendations and opinions for different timescales or for other types of investment client. Ex-
cept as otherwise noted, expected performance over next 12 months vary for different recommendations for Bulgarian stocks as
follows:

BUY More than 5% higher as compared to SOFIX and BG40 performance
HOLD Market performance, +/-5% as compared to SOFIX and BG40
SELL More than 5% lower as compared to SOFIX and BG40 performance

Frequency of Recommendations: No schedule of recommendations is available. The frequency of recommendations depends
on specific factors to individual companies and the opinion of the analyst(s) for the necessity of minor or major changes.

Copyrights: The copyrights of ELANA Trading analyses belong to the Research Department of the brokerage and their content
cannot be used for commercial purposes. Replication and redistribution of ELANA Trading analyses content is expressly prohibited
without the prior written consent of the appointed contacts listed below.

For more information, please contact:

Research analyst Phone: E-mail: Internet:

Tatyana Vasileva + 359 2810 00 24 vasileva@elana.net www.elana.net
Tsvetoslav Tsachev +359 2 810 00 23 tsachev@elana.net www.elana.net
Lyubomir Peshev +359 2 810 00 27 peshev@elana.net www.elana.net
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