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NAV Value: BGN 71.48

Share Information

Price (BGN) 38.60
52-week price change -27.36%
52-week price range 35.50-57.00
Market Cap (BGN) 102 458 219
Market Cap (EUR) 52 386 055
Shares outstanding 2 654 358
Free Float 31.39%
P/E (ttm) 7.01
P/S (ttm) 0.21
P/BV 0.54

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

Lack of investments leading to uncertain future

Q1 2023 Results

e The stellar performance, which the company recorded in the previous
guarters was followed by a steep decline in Q1 2023 when the revenues slumped
by nearly 59.5% to BGN 107.5mIn. While the price of the main material for their
produce, LNG, was key for the massive upside in 2022 when they recorded 82%
growth due to the higher prices of their produce, mostly ammonium nitrate (ca.
91% of all sales), and the significant inventories of it, the opposite price
movement experienced in Q1, together with the lack of investments in
production efficiencies and scale, made their product non-competitive.

e By the end of Q3, their ammonium nitrate was sold at a premium of 26%
for the same product from Russia, 24% from that from Greece and 19.8% from
the other producer in Bulgaria Agropolychim. They have adjusted since post Q1,
but still they are sold at a premiums of 7.2%, 5.3% and 1.9% to each alternative.

e The decline in LNG price from end of 2022 to end of Q1 2023 was 37%, so
it would be expected that sales would decline with comparative figures. Sales,
however, show other picture. Ammonium nitrate sales fell 57% domestically
(BGN 38.8mln) and 52% in exports (BGN 58.5mIn) and ammonia sales fell 50%
domestically (BGN 1.3mlIn) and were nearly wiped out internationally by
decreasing 92% (BGN 3.3mln). These 2 products represent nearly 98% of sales.

e The other significant factor for the very positive performance in 2022 was
the government subsidy countering the hiked energy prices to industrial users.
While it was BGN 4.2mln in Q1 2022, in Q1 2023 it was less than BGN 0.6min.

e The company is exposed to significant operational risk. For Q1, just
because of production breakdowns, they have not been operational in 58% of the
time (52 days). Additionally, past Q1 they had 3 breakdowns starting 16 April,
which resulted in off-time since then. On 7 June they decided to shut down
production for their planned annual maintenance.

e Unlike their local competitor Agropolychim, they have not invested in
production capacity and efficiencies. Because of their strategic investments,
Agropolychim will soon ease into practically carbon neutral production, which
would save them the carbon quotas cost. Neochim incurred BGN 40mln in carbon
quotas cost in 2022 and BGN 22.4mlin in 2021.

e Their Q1 2023 investments in non-current assets are for BGN 1.2mlin,
which include individual parts, such as specific pumps, compressors and batteries.
The repair cost for machinery was for BGN 0.4min. This shows that there is no
clear long term investment view, but rather to maintain existing production
capacities at their efficiency levels.

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

Financial Metrics Q12023 Q12022 % Change ™
Total Revenue 108919 269 027 -59.5% 486 227
Operating expenses 118614 204 424 -42.0% 482173
EBIT (9 695) 64 603 -115.0% 4054
Operating Margin -8.9% 24.0% -32.9% 0.8%
EBITDA (7134) 67 322 -110.6% 14599
Net profit (9718) 64 417 -115.1% (4094)
Net Margin -8.9% 23.9% -32.9% -0.8%
Total Assets 205972 228029 -9.7% -

Net Debt (96 194) (76 649) 25.5% -
Debt-to-Equity 0.0 0.0 - -

FINANCIAL RATIOS

COMPANY DESCRIPTION
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"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

Per share Q12023 2022 2021 2020
Number of shares 2654 2654 2654 2654
EPS -3.66 26.39 17.58 5.46
DPS 5.00 exp 5.00 0.40
Growth & Activity Q12023 2022 2021 2020
Revenue growth -59.5% 81.9% 56.4% -12.4%
Earnings growth -115.1% 50.1% 221.8% -216.2%
CAPEX growth n/a -4.1% 6.4% n/a
CAPEX/Revenue 0.0% 2.8% 5.4% 7.9%
Asset Turnover 1.1 29 1.8 1.5
Working Capital Turnover 1.6 4.4 3.1 4.1
Return & Profitability Q12023 2022 2021 2020
ROE -5.1% 35.1% 32.9% 15.3%
ROA -4.7% 31.5% 26.1% 11.9%
ROIC -5.1% 35.0% 32.6% 14.7%
EBITDA margin -6.5% 13.8% 17.9% 12.2%
Operating margin -8.9% 12.1% 14.8% 7.3%
Net margin -8.9% 10.8% 13.1% 6.4%
Gearing & Liquidity Q12023 2022 2021 2020
Debt-to-Equity 0.0 0.0 0.0 0.1

Net Debt to EBITDA 0.1 -0.9 -0.9 -2.3
Interest coverage -1211.9 1865.5 143.8 40.0
Cash ratio 7.8 5.4 2.2 0.9
Current ratio 12.0 8.6 3.5 2.4

Source: Company financials and SIS calculations

Income Statement (BGN th) Q12023 2022 2021 2020
Operating Revenue 108919 646 335 355256 227 094
Financial Income - - - -
Total Revenue 108 919 646 335 355 256 227094
Operating expenses 118 614 567 983 302 636 210489
EBIT (9 695) 78 352 52620 16 605
EBITDA (7134) 89 055 63 655 27 668
Net profit (9718) 70041 46 653 14 499
Balance Sheet (BGN th) Q12023 2022 2021 2020
Current assets 150418 165333 113793 49233
Cash & equiv. 98 190 102 452 72 065 18270
Non-current assets 55554 56 944 64 799 72757
PP&E and Inv. Properties 52342 54390 61998 70 066
Total Assets 205972 222277 178 592 121990
Current Liablities 12541 19118 32191 20398
ST Loans 1481 1203 2660 3104
Non-current liabilities 3703 3574 4514 6625
LT Loans 515 363 1368 3372
Total Liabilities 16244 22692 36 705 27023
Equity 189730 199 587 141 889 94 968
Net Working Capital 137877 146 215 81602 28 835
Total Debt 199 1566 4028 6476
Net Debt (96194) (100 886) (68 037) (11794)
Cash Flow Statement (BGN* Q1 2023 2022 2021 2020
CF from operations (3474) 48 167 60991 35106
CF from investments (342) (2270) (2725) (3678)
CAPEX - (18311) (19 103) (17 946)
Purchase of investments 450 2510 3103 4095
CF from financing (446) (15510) (4471) (15771)
Change in debt (416) (2745) (3353) (15580)
Paid interest (8) (42) (366) (415)
Paid dividends (26)  (12727) (1014) (1)
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



