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NAV price: 3.06

Share Information

Price (BGN) 9.40
52-week price change 7.88%
52-week price range 8.35-10.10
Market Cap (BGN) 370784 880
Market Cap (EUR) 189 579 299
Shares outstanding 39445 200
Free Float 22.95%
P/E (ttm) 10.59
P/S (ttm) 1.67
P/BV 3.38

Source: SIS Calculations and Market Data
The BGN is pegged at one euro equals 1.95583 leva.
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M+S Hydraulic AD

SUPERB QUARTERLY PERFORMANCE

Q1 Results

Revenues in Q1 2023 increased 27.5% YoY to reach BGN 63.9 min. This was a
remarkable achievement considering the adverse environment in this period:

e Difficult logistics due to the constant process of new sanctions on market
participants from US/EU from one side and Russia from the other

e Inflationary environment because of the overall increase in energy and
commodities prices. This was even more evident in the countries in the
EU due to their dependency on energy imports (LNG) from Russia.

The operational expenses account marked a 22.3% YoY reaching BGN 50.4mln.
The largest component, the cost of the materials, responsible for nearly 59% in
the cost structure, grew at 19.9% YoY. However, the second largest account,
personnel expense, responsible for 28.8% of OPEX, following the global
inflationary trend, grew at over 25% YoY. That, together with a similar account —
external services (which represents 7.3% of OPEX and grew by 34.9% YoY), are
responsible for the overall increase YoY of OPEX.

The lesser growth of materials cost is primarily due to the calming of the
international commodities markets, in particularly that of steel scrap. The
European users of steel (factories), as well as their Asian and American
competitors, increased their purchases following the chaos that ensued after the
start of the war in Ukraine. That lead to overstocking and the price of steel
reached all time highs of over USD 700 per tonne for steel scrap in March 2022
from levels of ca. USD 500 per tonne just a couple of months earlier. The excessive
guantities lead to overcompensation and in the second half of the year it was at
levels of USD 350-400 per tonne. A slight increase ensued in the final months of
2022 and the first half of Q1 2023, but it is again down at the mid year levels of
USD 380 per tonne. The expectations are that the materials cost accounts won't
be marking significant increases in 2023.

Ultimately, that lead to improved profitability, where operating margin improved
from 18% to 21% YoY, EBITDA shot up 42% YoY to reach BGN 15.9mIn and Net
Profit grew at 50.7% to reach BGN 12 min.

The expectations of the management for H1 2023 are for sales to grow to BGN
123 min.

The company completed the deal to acquire Oleotecno Hydraulic Components Srl
— the largest distributor of MSH - on 13.03.2023 and the company believes that
the opportunities to reach further into the European market are better now.

Please see important disclosures at the end of this report
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ANNUAL RESULTS

Financial Metrics 2022 2021 % Change
Total Revenue 224 537 153 616 46.2%
Operating expenses -184 647 -131 893 40.0%
EBIT 39 829 21708 83.5%
Operating Margin 18% 14% 3.6%
EBITDA 49 738 31404 58.4%
Net profit 35538 19379 83.4%
Net Margin 16% 13% 3.2%
Total Assets 140 054 113 680 23.2%
Net Debt -24 503 -19 945 22.9%
Equity/Assets 0.78 0.77 1.2%

FINANCIAL RATIOS

Per share 2022 2021 2020 2019
Number of shares 39445200 39445200 39445200 39445200
EPS 0.90 0.49 0.39 0.33
Growth & Activity 2022 2021 2020 2019
Revenue growth 46.1% 38.3% -0.4% -12.2%
Earnings growth 83.5% 25.1% 18.8% -13.0%
CAPEX growth 131.4% -64.8% 119.5% 0.0%
CAPEX/Revenue -7.3% -4.6% -18.1% -8.2%
Asset Turnover 160.3% 135.1% 113.1% 124.3%
Working Capital Turnover  474.6% 436.9% 384.6% 387.7%
Return & Profitability 2022 2021 2020 2019
ROE 32.4% 22.0% 19.3% 17.3%
ROA 25.4% 17.0% 15.8% 14.7%
ROIC 32.4% 22.0% 19.3% 17.3%
EBITDA margin 22.2% 20.4% 23.2% 20.2%
Operating margin 17.7% 14.1% 15.6% 13.1%
Net margin 15.8% 12.6% 14.0% 11.8%
Gearing & Liquidity 2022 2021 2020 2019
Debt-to-Equity 0.0 0.0 0.0 0.0
Net Debt to EBITDA -2.0 -1.6 -1.4 -1.6
Interest coverage 865.8 319.2 211.7 260.9
Cash ratio 0.9 0.8 1.2 1.1
Current ratio 2.9 2.7 2.9 3.1

Source: SIS calculations and M+S Hydraulic AD financial statements
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COMPANY DESCRIPTION

M+S Hydraulic is an engineering company, which produces hydraulic
systems for orbital motors, steering units, motors/brakes, axial piston
motors and pumps and accessories. Their produce is used in heavy
machinery and is sold internationally to 45 countries.

ANNUAL FINANCIAL RESULTS

Income Stmt (BGN th) 2022 2021 2020 2019
Operating Revenue 224537 153616 111452 111761
Financial Income (61) (15) (403) (247)
Total Revenue 224476 153601 111049 111514
Operating expenses (184 647) (131893) (93693) (96902)
EBIT 39 829 21708 17 356 14 612
EBITDA 49 738 31404 25 815 22 490
Net profit 35538 19 379 15 549 13 157
Balance Sheet (BGN th) 2022 2021 2020 2019
Current assets 82 907 63 639 46 439 40137
Cash & equiv. 24 567 20051 18 774 13 908
Non-current assets 57 147 50 041 51756 49 545
PP&E and Inv. Properties 54 505 48 035 50 652 38989
Total Assets 140054 113680 98 195 89 682
Current Liablities 28 131 23 813 15943 12 881
ST Loans 43 42 64 62
Non-current liabilities 1830 1802 1790 623
LT Loans 21 64 109 44
Total Liabilities 29 961 25615 17 733 13 504
Equity 109 738 88 024 80 486 76 217
Net Working Capital 54 776 39 826 30496 27 256
Total Debt 64 106 173 106
Net Debt (24 503) (19945) (18601) (13802)
Cash Flow Stmt (BGN th) 2022 2021 2020 2019
CF from operations 34 575 20 324 25403 23 065
CF from investments (16 329) (7583) (10256) (12 280)
CAPEX 16 379 7079 20122 9169
Purchase of investments 16 382 7673 10 158 12 280
CF from financing 13730 11 464 10281 10 158
Paid interest 46 68 82 56
Paid dividends 13 684 11 396 10 199 11 803

Disclaimers and Required Disclosures

Please see important disclosures at the end of this report
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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. The individuals who are responsible for
the preparation of this report do not own shares of the company that is subject of the report. 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



