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NAV Value: BGN 78.66

Share Information

Price (BGN) 41.40
52-week price change -3.76%
52-week price range 34.00-58.00
Market Cap (BGN) 108 828 678
Market Cap (EUR) 55643 220
Shares outstanding 2 654 358
Free Float 31.39%
P/E (ttm) 1.34
P/S (ttm) 0.16
p/BV 0.51

Source: SIS Calculations and Market Data
BGN is pegged to EUR at 1.95583 BGN
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NEOCHIM JSC

Remarkable sales strategy yielding exceptional results

Q4 2022 Results

e The company recorded exceptional revenue growth of 81% YoY reaching
BGN 647 mIn by Q4. This was due to multitude of factors, but most importantly —
the ability of the company to transfer the majority of the increased costs for
production to the end customer.

e Operating expenses appreciated 85.5% to BGN 567m due to increase in
the prices of materials (105% increase to BGN 478m), where natural gas is the
largest component representing 87.5% of it, which more than doubled. Other
high markers include fuels and energy, which are also directly linked to the
natural gas energy hikes. The account increased over 85%.

e A one-off revenue is BGN 16.7m is a government subsidy to ameliorate
the effects of the hiked energy prices to industrial users. Without it, EBITDA would
go from stellar 54.7% increase to still very good 21.5% increase.

e Overseas sales, which grew 112% YoY, outlined a strong export strategy.
While domestic sales represented 52% of all sales at the end of 2021, after the
stratospheric growth of exports, they represented slightly over 43% of sales even
if they grew remarkably by 48%.

e The company is exposed to a significant risk both from negative changes
in the price of natural gas and possible delivery interruptions. According to the
management, these risks can be overcome by implementing various government
measures that are in line with pan-European measures to liberalize the natural
gas market and ensure different sources of natural gas supplies for the European
Union.

e Price volatility of carbon emission allowances carry additional uncertainty
to the cash flow. The significant increase in the price of carbon allowances could
have a negative impact on the company's results.

e The netincome amounts to BGN 79.3 mIn which represents EPS of 29.91.

e The last gross dividend per share, declared in 2022, is BGN 5.00 which
represents a 17.5% dividend payout ratio. The dividend policy of the company
seems to be stable with exception of the years of the pandemics where the
company did not pay dividends due to increased uncertainty.

e Neochim production facilities went through various maintenance
outages throughout the year, some planned and some not, but they seem to be
able to compensate the potentially lost revenue from additional sold production
with excellent sales strategy, which is obviously giving excellent results.

Please see important disclosures at the end of this report
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COMPANY DESCRIPTION

"Neochim" produces and trades with mineral fertilizers, inorganic and
organic chemical products. The company is exporting significant amount of
its production in Romania, Hungary, Turkey, Italy, Morocco and other
markets.

FINANCIAL METRICS

Financial Metrics Q4 2022 Q42021 % Change ™
Total Revenue 647 791 357903 81.0% 648 424
Operating expenses 566 748 305526 85.5% 566 280
EBIT 81043 52377 54.7% 82144
Operating Margin 12.5% 14.6% -2.1% 12.7%
EBITDA 91744 61798 48.5% 93992
Net profit 79376 50429 57.4% 76 665
Net Margin 12.3% 14.1% -1.8% 11.8%
Total Assets 231564 182 612 26.8% -

Net Debt (98 660) (67 551) 46.1% -
Debt-to-Equity 0.0 0.0 - -

Per share Q4 2022 2021 2020 2019
Number of shares 2654 2654 2654 2654
EPS 29.91 17.98 5.71 -4.69
DPS -4.80 -0.38 0.00 0.00
Growth & Activity Q4 2022 2021 2020 2019
Revenue growth 60.6% 56.3% -12.0% 15.2%
Earnings growth 4.7% 215.1% 221.6% -35.0%
CAPEX growth 571.7% -24.1% -0.9% -36.6%
CAPEX/Revenue 0.0% 0.9% 1.8% 1.6%
Asset Turnover 2.6 24 1.9 2.0
Working Capital Turnover 4.3 6.6 13.8 30.6
Return & Profitability Q4 2022 2021 2020 2019
ROE 38.0% 33.9% 16.1% -15.7%
ROA 34.3% 26.9% 12.5% -9.9%
ROIC 37.3% 32.8% 15.0% -14.6%
EBITDA margin 14.2% 17.9% 11.8% 8.9%
Operating margin 12.5% 14.9% 7.5% -4.8%
Net margin 12.3% 13.3% 6.6% -4.8%
Gearing & Liquidity Q4 2022 2021 2020 2019

Debt-to-Equity 0.0 0.0 0.1 0.3

Net Debt to EBITDA -0.9 -1.0 -2.5 1.2
Interest coverage 1447.2 514.2 90.0 -63.5
Cash ratio 5.4 2.2 0.9 0.0
Current ratio 9.2 3.5 24 1.1

Source: Company financials and SIS calculations

Income Statement (BGN th) Q4 2022 2021 2020 2019
Operating Revenue 647 416 358076 228764 259 946
Financial Income 375 460 636 800
Total Revenue 647 791 358 536 229400 260 746
Operating expenses 566 748 305 058 212297 273 265
EBIT 81043 53478 17103 (12519)
EBITDA 91744 64 046 27147 23252
Net profit 79376 47718 15145 (12 451)
Balance Sheet (BGN th) Q4 2022 2021 2020 2019
Current assets 174779 112723 48411 45332
Cash & equiv. 102 452 71155 17 490 1993
Non-current assets 56 785 64 818 72729 80136
PP&E and Inv. Properties 55261 63 227 71133 78 002
Total Assets 231564 177 541 121140 125 468
Current Liablities 19007 32167 20492 40008
ST Loans - - - 15025
Non-current liabilities 3792 4407 6518 6406
LT Loans 3792 4407 6518 6406
Total Liabilities 22799 36574 27010 46 414
Equity 208 767 140967 94130 79054
Net Working Capital 155772 80556 27919 5324
Total Debt 3792 4407 6518 21431
Net Debt (98 660) (66 748) (10972) 19438
Cash Flow Statement (BGN* Q4 2022 2021 2020 2019
CF from operations 48178 60 840 34924 4651
CF from investments (2272) (2724) (3673) (3 805)
CAPEX (2512) (3102) (4089) (4126)
Purchase of investments - - - -
CF from financing (15519) (4451) (15 754) 571
Change in debt (1891) (2628) (15033) 1295
Paid interest (56) (104) (190) (197)
Paid dividends (12727) (1014) (1) (4)
2

Please see important disclosures at the end of this report
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Disclaimers and Required Disclosures

Sofia International Securities AD is a member of Bulgarian Stock Exchange (BSE) and the Central Depository of Bulgaria. The company provides
brokerage, investment banking, equity research, portfolio management and other services. Sofia International Securities AD is regulated by
the Financial Supervision Commission of Bulgaria.

Analyst Certification

The individuals responsible for the preparation of this report certify that: (1) all of the views and opinions expressed in this report are their
own and reflect their personal views about the issuer(s) and the securities subject of this report, and (2) no part of any analyst’s compensation
was, is, or will be directly or indirectly related to the specific views or recommendations expressed by them in this report.

Regulatory Restrictions

Sofia International Securities is not registered as a broker or dealer with the Securities and Exchange Commission or NASD in the United
States of America and the information may be distributed in the US only to individuals who by acceptance hereof confirm that they represent
“major institutional investors” as defined in Regulation 15a-16 of the Securities Exchange Act of 1934. Notwithstanding this, no publication
of Sofia International Securities AD shall be construed as an offer (or solicitation of an offer) in any jurisdiction in which such offer or
solicitation would be illegal.

Financial Interest

Sofia International Securities does not own shares of the company that is subject of this document. Sofia International Securities is not a
market maker in the securities that are subject of this document. In the past, Sofia International Securities has not provided corporate
services to the company that is subject of this presentation and may seek to provide such and other services in the future. As of the date of
this document Sofia International Services does not provide brokerage services to the company subject of this document.

Equity Valuation and Risks

The value estimate(s) stated in this report is (are) valid only in light of the valuation methods used to derive this estimation. The use of other
or more comprehensive approaches could result in other estimates of value that could diverge substantially from the results presented
herein. With regard to the above, when making our conclusions about the intrinsic value of the Company’s share capital, we have not
considered or evaluated any possible tax, legal or other effects that might arise from engaging in transaction(s) with the shares of the
company. The document should not be regarded by recipients as a substitute for the exercise of their own independent judgment and they
should seek and obtain independent investment advice is necessary. Any facts and/or information stated in this document are subject to
change without notice and Sofia International Securities is not under any obligation to update or keep current the information contained
herein. Any opinions expressed herein are only correct as of the stated date. Past performance is not indicative of future results. Foreign
currency rates of exchange may adversely affect the value, price or income of any security.

Explanation of Equity Research Ratings
Sofia International Securities used the following rating system:

STRONG BUY Target price above current market price by 25% or more

BUY Target price above current market price between 10% and 25%
HOLD Target price in the +/-10% range of the current market price
SELL Target price below current market price between 10% and 25%
STRONG SELL Target price above current market price by 25% or more
General

The report is prepared solely for informational purposes and is not to be construed as a solicitation, recommendation, investment advice or
an offer to buy or sell any securities or related financial instruments. The securities described herein may not be eligible for sale in all
jurisdictions or to certain categories of investors. The document is based on information obtained from sources believed to be reliable but
Sofia International Securities do not warrant its accuracy, nor that it is a complete summary of the securities, markets or developments
referred to in the report. This report does not intend to provide assurance on the value of the company’s shares or on the achievability of
the projections, statements and assumptions used by us. Actual results achieved in future periods might differ substantially from the
projected ones because events and circumstances frequently do not occur as expected. Sofia International Securities accepts no liability
whatsoever for any loss or damage of any kind arising out of the use of all or any part of this report. Additional information will be made
available upon request.

Please see important disclosures at the end of this report



