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Leaner, stronger, and with a large cash pile

Since our initiation on TeraPlast, its share price has increased by 56.4%,
and the company has announced the sale of its steel business, which
accounted for nearly half of its EBITDA in 2019. We have increased our

Expected events

3Q20 results 26 October
forecasts and maintain our BUY rating on TeraPlast, with a higher price 3020 results call 27 October
target (PT) of RON 0.462/share, implying 22.2% upside. Following the Dividend vote 27 November
successful closing of the sale of its steel business, which we estimate to
happen in 4Q20E, we expect TeraPlast to be in a net cash position, Key data
strengthening its balance sheet, following a period of leverage being
around 2.1-2.9x in the past few years. At the end of 2020E, we expect a Market Cap EUR 135.6m
net cash position of RON 227m, equivalent to 34% of its current market Free float 53.2%
cap, which would leave room for high dividend payouts, as well as 3MADTV USD 156k
investments and acquisitions. We believe the focus on plastics from Shares outstanding L.743.2m
2021E-onwards is positive, given the company’s exposure to Major Shareholder Mr. Dorel Goia (46.8%)
! Bloomberg Code TRP RO

infrastructure projects, which should continue growing at a fast pace in  gyx |ngex 8,891.59
Romania, despite the uncertainty in the overall construction market.
Currently, TeraPlast is trading close to its three-year average multiples,
at a LTM P/E of 12.5x and an EV/EBITDA of 8.1x, while the discounts vs.

Price performance

its peers have narrowed somewhat, to 7.5% on our 2021E P/E of 16.3X. s5p.y range 0.189-0.390
However, we believe there are reasons to justify a further rerating. 52-w performance 85.5%
Relative performance 92.3%

Steel business disposal. We expect net proceeds of RON 364m from the
transaction, implying a 2020E EV/EBITDA of 6.9x for its steel business, based
on the agreed price. At the end of 2020E, we expect a net cash position of TeraPlast 12M share price performance
RON 227m, including the proceeds from the transaction, equivalent to 34% of

its current market cap, and a -1.8x net debt/EBITDA ratio. After assuming 80- 027

90% dividend payouts over 2020-24E, and including the recently announced 025 Lot index

capex of EUR 10m, as well as further growth and maintenance capex, its net 3
cash position deteriorates only slightly over the period. Therefore, we believe
there is room for positive surprises ahead, from either special dividends
distribution, or acquisitions, with the latter having been a successful recipe for
the group in the past, particularly Wetterbest, its metal roofing business, part
of the steel assets that are due to be disposed of. 0.15

TRP RO Equity
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2020E update. Following the strong set of results in 2Q20, we have increased  off & & ¢ ¢ (& ¢& & @
our 2020E expectations slightly. We expect revenues of RON 1,130m for this

year, 1.1% higher than our previous forecast, and EBITDA of RON 128.6m,

4.6% higher than our previous expectation and 44.2% higher yoy, at a margin

of 11.4%. We also pencil in a one-off gain of RON 206m at the consolidated

level, due to the sale of its steel business.

The future. Following the disposal of its steel business, we view the focus on
plastics, where a large part of its current business is exposed to infrastructure
projects in Romania, as positive, particularly as the sector is showing signs of
strong growth, in a period marked by uncertainty in the overall construction
sector. We expect revenues growth for its plastics division at 18.3% over 2019-
22E; and we pencil in a boost in the EBITDA margin from 9.2% to 13.7% in
2021E, due to the steel business being lower margin; while we expect margin
gains in its plastics business, due to lower raw materials prices in the market.

Key risks: macro; raw materials prices; dependency on state infrastructure
investments; the sustainability of PVC; and low liquidity.

Year Sales EBITDA  Net Profit Adj. EPS Adj. EPS Adj. PIE  EV/EBITDA ROE DPS  Dividend

(RON m) (RON m) (RON m) (RON) growth (x) (x) (%) (RON) yield
2018 806 65 22 0.025 -2.8% 18.5 8.9 9.5% 0.001 0.3%
2019 975 88 38 0.034 33.1% 13.4 7.7 14.7% 0.041 10.9%
2020E 1,130 129 274 0.039 16.6% 9.6 3.4 17.5% 0.031 8.3%
EQ UITY 2021E 551 75 40 0.023 -41.0% 16.3 5.9 8.1% 0.021 5.5%
RESEARCH 2022E 653 85 59 0.034 45.7% 11.2 5.2 11.7% 0.030 8.0%
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Company snapshot — BUY, PT RON 0.462

TeraPlast

BUY SHARE PRICE PERFORMANCE COMPANY DESCRIPTION

Bloomberg ticker TRP RO 027

Closing price (RON) 0.378 0.25

Price target (RON) 0.462 00 TeraPlast Group is the largest Romanian construction materi.als manufacturer. Thg

i company has been listed on the Bucharest Stock Exchange since 2008. Its two main

Upside to PT 22.2% o business segments are: steel products (60% of revenues in 2019), such as

Shares outstanding (m) 17432 01 sandwich panels and metal tiles; and PVC/plastics products (40% of revenues in

MCAP (RON m) 659 017 2019), such as plastic pipes, PVC windows and doors, and plastic compounds and

Free float 53.2% 015@ P AN granules. Its éore market is Romanijd, while.23°(o of its 2019 revenues were driven by

ADTV (USDK) 156 S F T F g its ex.ponbusmess lg over 25 v;ounmes, mainlyin lhe EU. In 2}01B,the company

52 Week Range (RON) 0.189 - 0.390 S R acquired the controlling stake in Wenerbest,. aleading metal tiles manufacturer.
TeraPlastreported revenues of RON 975m in 2019, having grown at a rate of 25%
per year since 2015 (16% p.a. growth excluding Wetterbest).

RATIOS

PER SHARE RATIOS 2018 2019 2020E  2021E 2022E VALUATION RATIOS 2018 2019 2020E_ 2021E 2022Ej

Adj. EPS 0.025 0.034 0.039 0.023 0.034 Adj. PIE 18.5 13.4 9.6 16.3 112

BVPS 0.276 0246 0291 0.282 0.295 PIFCF -14.3 -44.0 -86.7 16.4 14.4

DPS 0.001 0.041 0031 0.021 0.030 P/IBV 14 15 13 13 13
EVIEBITDA 8.9 7.7 34 5.9 5.2

FINANCIAL RATIOS 2018 2019 2020E 2021E 2022E EV/Sales 0.7 0.7 0.4 0.8 0.7

Capex/depreciation 192%  303% 71%  205% 95% EVIEBIT 16.6 12.6 4.8 8.0 75

Capexnet fixed asstes 20% 29% 8% 20% 12% Cash flow from ops, RON m 8 76 19 80 71

Op. cash flow/capex 3.31 0.17 0.13 0.76 0.72 EV,RONm 577 691 432 447 437

EBITDAmargin 8.0% 92% 11.4% 13.7% 13.0% FCF,RON m -28 -11 -8 40 46

EBIT margin 4.3% 5.6% 8.0% 10.1% 8.9% FCFyield -70%  -23%  -1.2% 6.1% 6.9%

Netmargin 2.7% 3.9% 6.1% 7.3% 9.0% Dividend yield 03% 10.9% 8.3% 5.5% 8.0%

Adj. ROE 95% 147% 17.5% 8.1% 11.7% Dividend payout 4%  122% 20% 90% 90%

Adj. ROA 4.0% 5.7% 9.6% 5.6% 8.0% Net debt/EBITDA 2.6 21 -1.8 -2.8 -2.6

ROIC 6.3% 89% 144% 141% 12.9%

Net debt/(cash) to equity+minorities 715% 66.2% -44.9% -432% -43.1%

Netdebt/adj. EBITDA 26 2.1 -1.8 -2.8 -2.6

WC/Sales 22% 16% 16% 17% 17%

COMPANY FNIANCIALS

2017 2018 2019 2020E  2021E

— Steel revenues

2022E  2023E

INCOME STATEMENT (RONm) 2018 2019 2020E 2021E 2022E BALANCE SHEET (RONm) 2018 2019 2020E 2021E 2022E]
Revenues 806 975 1,130 551 653 Fixed Assets 294 342 185 205 204
Steel segment 484 580 659 0 0 Inventories 194 182 107 93 116
Plastics segment 322 394 471 551 653 Trade and other receivables 127 139 102 88 98
Other revenues 2 2 0 0 0 Cash and bank balances 23 29 340 325 334
Raw materials -596 -701 -787 -358 -432 Current Assets 346 352 549 506 549
Gross profit 211 274 343 193 221 Total Assets 642 693 734 711 753
Employee benefit expenses -68 -86 -101 -63 -75
Depreciation -31 -33 -38 -20 -26 Equity 238 276 507 492 515
Other expenses -77 -100 -113 -55 -62 LT Loans 71 6293 28 28 28
EBITDA 65 88 129 75 85 LT Liabilities 134 96 43 43 43
Operating result 35 55 91 56 58 Trade and other payables 145 166 97 88 106
Financial result - -10 -9 - 11 ST Loans 122 149 84 84 84
Terasteel sale gain 0 0 206 0 0
Profit before tax 26 45 287 47 69 ST Liabilities 270 321 185 176 195
Profit for equity holders 22 38 274 40 59 Total Equity and Liabilities 642 693 734 711 753
Adjusted netincome 22 38 69 40 59
Net debt 170 183 -227 -212 -222
EBITDA breakdown 2018 2019 2020E 2021E 2022E Net working capital -73 23 -32 19 -15
EBITDA 64.9 89.2 128.6 753 84.6
Steel segment 410 51.0 59.3 0.0 0.0 CASH FLOW STATEMENT (RONm) 2018 2019 2020E 2021E 2022E]
Heat insulated joinery / Sandw ich panels 26.4 36.8 33.9 0.0 0.0 Net profit 26 45 82 47 69
Metal tiles 14.6 142 255 0.0 0.0 Depreciation 31 33 38 20 26
Plastics segment 239 38.2 69.2 753 84.6 Working capital change and others -73 23 -32 19 -15
Installations and fittings 9.9 25.1 49.6 585 67.9 Other adjustments 24 -25 -68 -6 -9
Joinery profiles 35 41 4.6 35 3.2 Operating Cash Flow 8 76 19 80 71
Granules (Compounds) 73 7.6 11.6 95 9.0 Investment Cash Flow -36 -87 337 -40 -25
PVC Window s and doors 3.2 14 3.4 3.8 4.4 Free Cash Flow -28 -11 356 40 46
Dividends paid -11 -1 -46 -55 -36
EBITDA Margins 8.0% 92% 11.4% 13.7% 13.0% Increase in debt 59 19 0 0 0
Steel segment 8.5% 8.8% 9.0% Financing Cash Flow 39 18 -46 -55 -36
Plastics segment 7.4% 9.7% 14.7% 13.7% 13.0% Change in Cash balance 11 7 310 -15 9
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Investment case

Since our on TeraPlast, its share price has increased by 56.4%, and the company has
announced the sale of its steel business, which accounted for nearly half of its EBITDA in 2019.
We have increased our forecasts and maintain our BUY rating on TeraPlast, with a higher price
target (PT) of RON 0.462/share, implying 22.2% upside. Following the successful closing of the
sale of its steel business, which we expect to happen in 4Q20E, we expect TeraPlast to be in a
net cash position, strengthening its balance sheet, following a period of leverage at around 2.1-
2.9x in the past few years. We expect net proceeds of RON 364m from the transaction and, based
on our latest estimates, this implies a 2020E EV/EBITDA of 6.9x for the steel business on the
agreed price. At the end of 2020E, we expect a net cash position of RON 227m, equivalent to 34%
of its current market cap, which would leave room for high dividend payouts, as well as
investments and acquisitions. Based on the company’s announcement of RON 44-48m in
dividends, to be paid in December 2020E, and our assumption of 80-90% payouts in the next few
years, TeraPlast’s dividend yields should average at 8.2% over 2019-22E, while still being in a net
cash position, implying upside risk for our dividend assumptions.

Going forward, we believe the focus on plastics from 2021E-onwards is positive, given that the
division’s main exposure is to infrastructure projects, which should continue growing at a fast
pace in Romania, despite the uncertainty in the overall construction market. We expect revenues
growth for its plastics division at 18.3% per annum (-12.4% for the group, given the disposal) over
2019-22E; and we pencil in aboost in its EBITDA margin from 9.2% to 13.7% in 2021E, due to the
steel business being lower margin; while we expect margin gains in its plastics business, due to
lower raw materials prices in the market. Currently, TeraPlast is trading close to its three-year
average multiples, at a LTM P/E of 12.5x and an EV/EBITDA of 8.1x, while the discounts vs. its
peers have narrowed somewhat, to 7.5% on our 2021E P/E of 16.3x. However, we believe there
are reasons to justify a further rerating, given our expectations of strength in its results ahead,
combined with an expected net cash position of 34% of its market cap, and higher revenues
growth and dividend potential compared to its peers.

Steel business disposal to lead to a large cash pile. Our expectation is that the transaction will be
finalised in November/December 2020, with competition council approvals being the next main step. We
expect net proceeds of RON 364m from the transaction, based on the headline price of RON 410m, and
adjusted for our net debt expectation for the steel business at closing. On our latest estimates, this
implies a 2020E EV/EBITDA of 6.9x for its steel business based on the agreed price. We expect
TeraPlast to be in a net cash position, following a period of leverage around 2.1-2.9x in the past few
years. At the end of 2020E, we expect a net cash position of RON 227m, including the proceeds from
the transaction, equivalent to 34% of its current market cap, and a -1.8x net debt/EBITDA ratio. We
believe this should leave room for TeraPlast to start distributing more cash to its shareholders, while also
investing and pursuing acquisitions. We assume 80-90% dividend payouts over 2020-24E, and include
the capex of EUR 10m announced by the company recently; however, given the plastics division’s free
cash flow generation, its net cash remains largely unchanged over the period, declining only slightly, to
RON 175.3m in 2024E. Given its history of relatively high leverage in the past few years, in order to
reach a 2x net debt/EBITDA ratio by 2024E, the company has the capacity to spend an additional
RON 385m on distributions or investments, on top of our dividends and capex assumptions, described
above. Therefore, we believe there is room for positive surprises ahead, from either a special dividends
distribution, or acquisitions.

2020E looking more positive. Following its strong set of results in 2Q20, we have increased our 2020E
expectations slightly. We expect revenues of RON 1,130m for the year, 1.1% higher than our previous
forecast and 16.2% higher yoy, driven by a stronger performance in its plastics division. We also expect
a boost in margins, due to lower raw materials prices in its plastics division, while we have reduced our
expectations for its steel business for this year. Overall, we expect EBITDA of RON 128.6m for the group,
4.6% higher than our previous expectations and 44.2% higher yoy, at a margin of 11.4%. We also pencil
in a one-off gain of RON 206m at the consolidated level, due to the sale of its steel business, as a result
of the difference between the net proceeds and the division’s book value, resulting in an increase in its
distributable reserves.

Indicating a stronger outlook going forward. Following the disposal of its steel business, we expect
the shape of TeraPlast to be different in the future. We view the focus on plastics from 2021E-onwards,
where a large part of its current business is exposed to infrastructure projects in Romania, as positive,
particularly as the sector is showing signs of strong growth, in a period marked by uncertainty in the
overall construction sector. We expect revenues growth for its plastics division at 18.3% per annum
(-12.4% for the group, given the disposal) over 2019-22E; and we pencil in a boost in its EBITDA margin
from 9.2% to 13.7% in 2021E, due to the steel business being lower margin; while expecting margin
gains in its plastics business, due to lower raw materials prices in the market. The group’s deleveraging
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will make room for new investments, and the company announced EUR 20m of investments in its plastics
division recently, out of which EUR 10m will most likely be state aid. With free cash flow generation of
RON 48m on average over 2021-23E, on our numbers, we believe there is further room to grow, either
via accelerating investments, or acquisitions, with the latter having been a successful recipe for the group
in the past, particularly Wetterbest, its metal roofing business, part of the assets due to be disposed of.

Still attractively valued, in our view, despite its recent performance. Following the rally of 56% since
our initiation report in July 2020, and an 85.5% share price increase in the past 12 months, TeraPlast is
trading currently at a trailing P/E of 12.5x, 6.5% below its three-year average. On trailing EV/EBITDA, it
trades at 8.1x, 1% below its three-year average. We believe that the disposal of its steel business, which
is likely to result in a higher-growth, higher-margin business, combined with a net cash position of ¢.34%
of its current market cap, does justify a rerating of its multiples. Furthermore, we expect the group to
continue showing strength in its 2H20E numbers, and we expect growth of 81% in its adjusted net income

in 2020E and growth of 44% in EBITDA in 2020E, implying 2020E multiples of 9.6x P/E and 3.4x
EV/EBITDA, on our numbers.

TeraPlast's P/E discount has narrowed somewhat on our 2021E numbers (which exclude its steel
business), to 7.5% on our 2021E 16.3x multiple. On our 2021E EV/EBITDA of 5.9, the discount remains
high, at 33.4%, although its net cash position explains this partly. However, we believe there is upside
left for TeraPlast, given its strong growth prospects ahead, assuming an 18% CAGR for its plastics
business over 2019-21E, vs. the 0% median growth for its peer group, on the Bloomberg consensus.
We have also included a comparison on dividends, and assume 80-90% payouts from 2020E-onwards,
which makes the group stand out from its peers, with yields of 8.3% in 2020E and 5.5% in 2021E, on
our estimates, vs. its peer group, at 1.8% in 2020E and 2.4% in 2021E, based on Bloomberg consensus
estimates. At the same time, its high net cash position, following the closing of the steel business
transaction, would leave upside room for our dividend estimates.

Trailing P/E Trailing EV/IEBITDA
30 14
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Source: Bloomberg, WOOD Research

TeraPlast

5 WOOD & Company



Valuation

Our valuation for TeraPlast is based solely on our DCF calculations. As the company is not a traditional
dividend payer, and we have not identified any close relevant peers, we believe a DCF is the most
relevant method. We arrive at a 12-month valuation of RON 805m, resulting in a PT of RON 0.462/share,
implying 22.2% upside. We rate TeraPlast a BUY.

Valuation summary

Equity value (RON m) Per share (RON)

DCF 12-month valuation 805 0.462
Current price 0.378
Upside 22.2%

Source: WOOD Research

DCF

We base our DCF valuation on the following assumptions:

v AWACC of 9.9% over our forecast period, taking into account an 81.8% equity/18.2% debt capital
structure, based on our 2020E forecasts. Our WACC inputs are:
a) A risk free rate (RFR) of 5% and an equity risk premium (ERP) of 5%.
b)  Anunlevered beta of 1.0x and a levered beta of 1.2x.
c) A pre-tax cost of debt of 6% and a tax rate of 16%.
d) A net cash position of RON 227m at 2020E, following the sale of TeraSteel.
v' Aterminal growth rate of 2.0%.
DCF
RON m 2020E  2021E  2022E  2023E  2024E  2025E  2026E  2027E  2028E  2029E  2030E
EBIT 91 56 58 71 77 79 82 84 81 82 84
Corporate Tax Rate [T] 13.5%  14.0%  145%  15.0% 16.0% 16.0%  16.0%  16.0% 16.0%  16.0%  16.0%
EBIT*(1-T)=NOPAT 78 48 50 60 65 66 69 70 68 69 70
Depreciation & amortisation 38 20 26 26 29 33 36 39 42 45 a7
Cash from working capital -32 19 -15 -17 -14 -12 -9 -7 -5 -5 -5
CAPEX[I] -27 -40 -25 -45 -55 -55 -60 -60 -60 -60 -60
Unleveraged free cash flow [FCF] 58 a7 36 25 25 32 35 42 46 49 52
Discount factor 0.91 0.83 0.75 0.69 0.62 0.57 0.52 0.47 0.43 0.39
Present Value of FCFs [PV:FCF] 43 30 18 17 20 20 22 22 21 20
Sum of [PV:FCF] 233
Long term FCF growth rate 2.0%
Residual value at horizon 679
PV of residual value 265
Net debt -227
Equity value 726
12M Equity Value 805
Number of shares 1,743.2
12M price target 0.462
Source: Company data, WOOD Research
WACC calculations
WACC 2021-30E
Unlevered Beta 1.0
Levered Beta 1.2
Risk free rate 5.00%
Market premium 5.00%
Cost of Equity 10.9%
Cost of debt pre tax 6.0%
Marg. tax rate 16.0%
Cost of debt after tax 5.0%
Weight k(e) 81.8%
Weight k(d) 18.2%
WACC % 9.9%

Source: WOOD Research

TeraPlast

6 WOOD & Company



Peer multiples

TeraPlast’'s P/E discount has narrowed somewhat on our 2021E numbers (which exclude its steel
business), to 7.5% on our 2021E 16.3x multiple. On our 2021E EV/EBITDA of 5.9x, the discount remains
high, at 33.4%, although its net cash position explains this partly. However, we believe there is upside
left for TeraPlast, given its strong growth prospects ahead, assuming an 18% CAGR for its plastics
business over 2019-21E, vs. 0% median growth for its peer group, based on the Bloomberg consensus.
We have also included a comparison on dividends, and assumed an 80-90% payout from 2020E-
onwards, which makes the group stand out from its peers, with yields of 8.3% in 2020E and 5.5% in
2021E, on our estimates, vs. its peer group, at 1.8% in 2020E and 2.4% in 2021E, on the consensus
estimates. At the same time, its high net cash position, following the closing of the steel business
transaction, would leave upside potential for our dividend estimates.

Peers comparison

Company Mcap Adj. P/E* EV/EBITDA Div yield EBITDA Revenues
margin Growth**
(EURm) 2019 2020E 2021E 2019 2020E 2021E 2019 2020E 2021E 2020 2019-21E
KINGSPAN GROUP PLC IR 13,248 34.8 37.6 347 | 23.0 248 22.9 06% 0.2% 0.6% 12% 2%
OWENS CORNING us 6,099 14.4 17.3 13.6 7.8 8.6 7.7 13% 1.4% 1.4% 17% 0%
SIMPSON MANUFACTURING CO INCUS 3,397 31.4 26.1 24.3 17.6 15.5 14.7 1.0% 1.0% 1.0% 21% 4%
FLETCHER BUILDING LTD Nz 1,749 8.7 79.6 19.3 6.6 10.4 7.5 6.7% 1.4% 2.9% 7% -13%
JIANGSU CANLON BUILDING MA-A CH 1,399 81.2 43.9 27.8 n.m. 32.8 21.6 n.m. 05% 0.7% 18% n.m.
CSRLTD AU 1,242 11.4 17.3 16.0 6.1 7.7 7.3 6.2% 4.7% 2.8% 13% -12%
CANGZHOU MINGZHU PLASTIC -A CH 871 32.7 25.8 23.4 14.9 12.4 11.3 14% 1.8% 2.0% 19% 8%
SEKISUI JUSHI CORP JN 864 15.0 n.m. nm. i\ n.m. n.m. n.m. 1.9% 2.1% n.m. n.m. n.m.
GRINDWELL NORTON LTD IN 682 34.4 315 34.9 18.9 19.8 22.0 1.1% n.m. 1.2% 17% -5%
TRAKYA CAM SANAYII AS TU 604 7.0 7.0 3.9 6.5 8.5 4.8 3.0% 3.7% 4.4% 13% 16%
ANADOLU CAM SANAYII AS TU 476 8.1 9.5 8.2 6.7 5.5 4.9 25% 2.6% 3.7% 24% 19%
VIGLACERA CORP JSC VN 387 16.3 16.4 15.0 6.6 7.0 8.0 44% 43% 4.3% 16% 0%
RAS AL KHAIMAH CERAMICS UA 316 8.1 45.7 15.2 8.5 12.1 9.8 9.5% n.m. 6.6% 11% -6%
Median 15.0 26.0 17.6 7.8 11.2 8.9 22% 18% 2.4% 17% 0%
TeraPlast RO 136 13.4 9.6 16.3 7.7 34 5.9 10.9% 83% 55% | 11% 18%
discount/premium to all peers -10.8% -63.0% -7.5% {-1.3% -70.1% -33.4% 392.4% 354.4% 126.9%: -5.1% | 18.6%

Source: Bloomberg (21 September 2020 closing prices), WOOD Research; *TeraPlast 2020E earnings adjusted for the one-off gain due to the sale of its steel business; **growth for
the plastics business used for TeraPlast
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Changes in our estimates

Estimates update

2020E 2021E 2022E
RONm New Old % change New Old % change New Old % change
Revenues 1,130.0 1,118.0 1.1% 551.0 1,206.5 -54.3% 653.1 1,424.4 -54.2%
Steel segment 659.2 659.2 0.0% n.m. 685.7 n.m. n.m. 8255 n.m.
Plastics segment 470.8 458.8 2.6% 551.0 520.8 5.8% 653.1 599.0 9.0%
Raw materials -787.1 -790.0 -0.4% -357.6 -860.0 -58.4% -431.7 -1025.4 -57.9%
Gross profit 342.9 328.0 4.5% 193.4 346.5 -44.2% 221.3 399.0 -44.5%
Employee benefit expenses -101.1 -95.7 5.6% -63.3 -106.3 -40.5% -75.0 -114.0 -34.2%
Depreciation -37.9 -37.9 0.0% -19.5 -37.4 -47.8% -26.4 -36.5 -27.6%
Other expenses -113.2 -109.4 3.6% -54.7 -117.7 -53.5% -61.7 -132.1 -53.3%
Operating costs -252.3  -243.0 3.8% -137.6  -261.4 -47.4% -163.2  -282.6 -42.3%
EBITDA 128.6 123.0 4.6% 75.3 122.5 -38.5% 84.6 152.9 -44.7%
Steel segment 59.3 64.7 -8.3% n.m. 62.2 n.m. n.m. 81.0 n.m.
Plastics segment 69.2 58.2 18.9% 75.3 60.3 24.9% 84.6 72.0 17.6%
Operating result 90.6 85.0 6.6% 55.8 85.1 -34.4% 58.2 116.4 -50.0%
Profit for equity holders 274.4 63.8 330.1% 40.4 65.4 -38.2% 58.9 93.8 -37.2%
Adjusted profit for equity holders 68.5 63.8 7.4% 40.4 65.4 -38.2% 58.9 93.8 -37.2%
EBITDA margin 11.4% 11.0% 0.38pp. 13.7%  10.1% 3.52pp. 13.0% 10.7% 2.22pp.
Steel segment 9.0% 9.8% -0.82pp. n.m. 9.1% n.m. n.m. 9.8% n.m.
Plastics segment 14.7% 12.7% 2.01pp. 13.7% 11.6% 2.09pp. 13.0% 12.0% 0.94pp.
EBIT margin 8.0% 7.6% 0.42pp. 10.1% 7.1% 3.07pp. 8.9% 8.2% 0.73pp.
Adj. netincome margin 6.1% 5.7% 0.36pp. 7.3% 5.4% 1.92pp. 9.0% 6.6% 2.43pp.

Source: WOOD Research
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Risks

Macro risk. As a construction materials manufacturer, TeraPlast is heavily exposed to the construction
sector, which is highly cyclical. We expect the COVID-19 pandemic to cause a sharp GDP contraction
of 5.3% in 2020E, followed by a rebound of 4.7% in 2021E. In our numbers, we expect a slowdown in
construction, with a lag, mainly in 2021E. We anticipate TeraPlast’s business to show resilience in this
period, as its exposure is to segments of the construction market that are more defensive in the current
context, particularly as following the disposal of its steel division, infrastructure construction is the key
sector the company will be exposed to. There is downside risk for our estimates, however, if the macro
hit is larger than we expect currently, or the slowdown in the construction steeper and more widespread,
and we view this as the biggest risk for our forecasts, in the near term.

Prices of raw materials. Teraplast's single largest cost item is raw materials, ranging at 71-74% of sales
in the past three years. Its supply chain strategy plays a key role in maintaining and improving margins.
While we believe that TeraPlast is well-positioned, given its diversified business model and experience
in the market, it could be wrong-footed by volatility in the prices of raw materials, particularly in the current
context, where supply and demand are rebalancing. We take a conservative view, and expect largely
similar gross margins in the medium term.

Dependency on state infrastructure spending. A significant part of the company’s revenues (a large
part of its Installations and Fittings business line, which generated about one-quarter of its 2019
revenues) is derived from pipes for water, gas and sewage infrastructure, projects that are developed by
the state. While we believe that such projects should gain increasing political backing in the future, a
change in the government’s strategy could affect the company’s performance.

Sustainability of PVC. There have been active debates at the EU level since 2000 on PVC’s impact on
the environment, when the European Commission published its Green Paper on Environmental Issues
on PVC. Debates continue to this day on the impact and the measures to be taken, while we note that,
in 2000, most of the PVC waste was being stored in waste landfills. Recycling has become more of a
common trend in the industry, and debates will intensify in the medium- to long-term in light of the green
initiatives undertaken by the EU. We note, however, that we believe that TeraPlast is one of the leaders
in recycling in the industry, with its 12kt capacity rigid PVC recycling plant being the largest in Romania,
and one of the top-10 in Europe.

Steel business sale. The company announced, on 24 July 2020, that it had reached an agreement with
Kingspan Group to sell its steel division, expecting the transaction to close by the end of the year. On 31
August 2020, shareholders voted in favour of the transaction. Based on our understanding, the next step
will be approval from the competition councils where the group operates its steel division. We expect the
transaction to close in November/December 2020E; and, while we do not expect delays or a negative
outcome from the competition council, such events could have a negative impact on performance.

Low market liquidity. Its average traded volumes over the past 12 months have been as low as
USD 100k/day, which creates the risk of higher price fluctuations.

TeraPlast
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Financials

Income statement

RON m 2018 2019 2020E 2021E 2022E 2023E

Revenues 805 973 1,130 551 653 753

Steel segment 484 580 659 0
Heat insulated joinery / Sandwich panels 263 310 335 0 0 0
Metal tiles 221 270 324 0 0 0

Plastics segment 322 394 471 551 653 753
Installations and fittings 174 240 308 384 473 558
Joinery profiles 56 61 58 59 62 65
Granules (Compounds) 63 64 71 72 79 87
PVC Windows and doors 29 29 35 35 39 43

Total revenues 806 975 1,130 551 653 753

Raw materials -596 -701 -787 -358 -432 -501

Gross profit 211 274 343 193 221 252

Employee benefit expenses -68 -86 -101 -63 -75 -86

Depreciation -31 -33 -38 -20 -26 -26

Other expenses =77 -100 -113 -55 -62 -69
Transport costs -29 -40 -46 -23 -27 -31
Utilities -9 -13 -16 -8 -8 -9
3rd party -14 -18 -21 -10 -11 -11
Marketing -5 -6 -7 -4 -4 -5
Other -19 -22 -22 -11 -12 -13

Operating costs -176 -219 -252 -138 -163 -181

EBITDA 64.9 89 129 75 85 97

Operating result 35 55 91 56 58 71

Financial result -9 -10 -9 -9 11 11

TeraSteel sale gain 0 0 206 0 0 0

Share of the result of JVs 0 0 0 0 0 0

Profit before tax 26 45 287 47 69 82

Income tax expense -4 -6 -11 -7 -10 -12

Non-controlling interests 1 1 2 0 0 0

Profit for equity holders 22 38 274 40 59 70

Adjusted profit for equity holders 22 38 69 40 59 70

Dividends 1 46 55 36 53 63

Source: Company data, WOOD Research

EBITDA breakdown, growth, and margins

RON m 2018 2019 2020E 2021E 2022E 2023E

EBITDA breakdown 65 89 129 75 85 97

Steel segment 41 51 59

Plastics segment 24 38 69 75 85 97
Installations and fittings 10 25 50 58 68 79
Joinery profiles 3 5 4 4
Granules (Compounds) 8 12 10 9
PVC Windows and doors 1 3 4 5

Growth 89.3% 20.9% 15.9% -51.2% 18.5% 15.3%

Steel segment 179.7% 19.9% 13.6%

Plastics segment 27.4% 22.4% 19.4% 17.0% 18.5% 15.3%
Installations and fittings 44.2% 38.2% 28.0% 25.0% 23.0% 18.0%
Joinery profiles 1.8% 8.5% -5.0% 2.0% 5.0% 5.0%
Granules (Compounds) 16.6% 1.6% 10.0% 2.0% 10.0% 10.0%
PVC Windows and doors 25.9% -0.1% 20.0% 2.0% 10.0% 10.0%

Gross profit margin 26.1% 28.1% 30.3% 35.1% 33.9% 33.5%

Operating margin 4.3% 5.6% 8.0% 10.1% 8.9% 9.4%

EBITDA margin 8.0% 9.2% 11.4% 13.7% 13.0% 12.8%

Adj. Net income margin 2.7% 3.9% 6.1% 7.3% 9.0% 9.3%

Source: Company data, WOOD Research
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Balance sheet

RONmM 2018 2019 2020E 2021E 2022E 2023E
PPE 214 281 165 185 184 203
Intangible assets 71 44 8 8 8 8
Other Fixed assets 9 17 12 12 12 12
Non-current assets 294 342 185 205 204 223
Inventories 194 182 107 93 116 135
Receivables 127 139 102 88 98 113
Cash 23 29 340 325 334 316
Other current assets 1 2 1 1 1 1
Current assets 346 352 549 506 549 565
TOTAL ASSETS 642 693 734 711 753 788
Share capital 107 134 134 134 134 134
Retained earnings 69 79 312 297 320 337
Other equity 61 61 61 61 61 61
Non-controlling interests 2 2 0 0 0 0
Total equity 238 276 507 492 515 531
LT Loans 71 63 28 28 28 28
Lease liabilities 1 6 3 3 3 3
Other LT liabilities 62 27 12 12 12 12
Total non-current liabilities 134 96 43 43 43 43
ST Loans 122 149 84 84 84 84
Payables 145 166 97 88 106 124
Lease liabilities 3 1 1
Provisions 1 2 3
Other ST liabilities 2 1 1
Total current liabilities 270 321 185 176 195 213
Total liabilities 404 417 227 219 238 256
TOTAL EQUITY AND LIABILITIES 642 693 734 711 753 788
Source: Company data, WOOD Research

Cash flow

RONm 2018 2019 2020E 2021E 2022E 2023E
Pre-tax Income 26 45 82 a7 69 82
Tax -4 -6 -11 -7 -10 -12
Depreciation & amortization 31 33 38 20 26 26
Changes in working capital -73 23 -32 19 -15 -17
Other adjustments 27 -19 -57 1 1 1
Operating cash flow 8 76 19 80 71 80
CAPEX -59 -99 -27 -40 -25 -45
Other 23 12 0 0 0 0
TeraSteel sale 0 0 364 0 0 0
Investing cash flow -36 -87 337 -40 -25 -45
Dividends -11 -1 -46 -55 -36 -53
Change in loans 59 19 0 0 0 0
Other -9 0 0 0 0 0
Financing cash flow 39 18 -46 -55 -36 -53
Free cash flow -28 -11 -8 40 46 35
Beginning cash 12 23 29 340 325 334
- other adjustments 0 0 0 0 0
- change in cash flow 11 310 -15 9 -18
Ending cash 23 29 340 325 334 316
Source: Company data, WOOD Research
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Ratios

2018 2019 2020E 2021E 2022E 2023E
Number of shares (m, eop) 1,070.2 1,337.8 1,743.2 1,743.2 1,743.2 1,743.2
Price 0.378 0.378 0.378 0.378 0.378 0.378
Net debt 170 183 -227 -212 -222 -204
Net debt / EBITDA (x) 2.6 21 -1.8 -2.8 -2.6 -2.1
Adj. EPS (RON) 0.03 0.03 0.04 0.02 0.03 0.04
- EPS growth -2.8% 33.1% 16.6% -41.0% 45.7% 18.4%
Dividend (RON m) 0.8 46.0 54.9 36.4 53.0 62.8
DPS (RON) 0.00 0.04 0.03 0.02 0.03 0.04
- Payout Ratio 4% 122% 80% 90% 90% 90%
Dividend yield 0.3% 10.9% 8.3% 5.5% 8.0% 9.5%
FCF yield -1% -2% -1% 6% 7% 5%
BVPS (RON) 0.3 0.2 0.3 0.3 0.3 0.3
Adj. ROA 4.0% 5.7% 9.6% 5.6% 8.0% 9.1%
Adj. ROE 9.5% 14.7% 17.5% 8.1% 11.7% 13.3%
ROIC 6.3% 8.9% 14.4% 14.1% 12.9% 14.1%
Adj. PE (x) 185 13.4 9.6 16.3 11.2 9.4
EV/EBITDA (x) 8.9 7.7 3.4 5.9 5.2 4.7
P/BV 1.4 1.5 1.3 1.3 13 1.2
Source: Company data, WOOD Research
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Important disclosures

This investment research is published by WOOD & Company Financial Services, a.s. (“WOOD&Co”) and/or one of its branches who are authorised and
regulated by the Czech National Bank (CNB) as Home State regulator and in Poland by the Polish Financial Supervision Authority (KNF), in Slovakia by the
National Bank of Slovakia (NBS), in Italy by the Companies and Stock Exchange Commission (CONSOB) and in the UK by the Financial Conduct Authority
(FCA) as Host State regulators.

This investment research was prepared by WOOD&Co with financial assistance from Taipei China through the TaiwanBusiness EBRD Technical Cooperation
Fund managed by the European Bank for Reconstruction and Development (“‘EBRD’). Neither EBRD nor Taipei China has had any editorial rights or other
influence on the content of this investment research. Neither EBRD nor Taipei China makes any representation or warranty or assumes any responsibility or
liability in relation to the contents of this investment research or reliance thereon. The views expressed in this investment research are those of WOOD&Co
and can in no way be taken to reflect the official opinion of EBRD or of Taipei China. EBRD may, as of the date hereof or in the future, have an investment
in, provide other advice or services to, or otherwise have a financial interest in, certain of the companies and parties contained or named in this investment
research or in their affiliates.

This investment research was completed on 22/09/2020 at 23:30 CET and disseminated on 23/09/2020 at 07:45 CET.

WOOD&Co’s rating and price target history for TeraPlast in the preceding 12-month period:

Date Rating Date PT

08/07/2020 BUY - initiation of coverage 08/07/2020 RON 0.437
18/08/2020 RON 0.336
23/09/2020 RON 0.462

A history of all WOOD&CO0’s investment research disseminated during the preceeding 12-month period can be accessed via our website at
https://research.wood.com.

The meanings of recommendations made in WOOD&CO0’s investment research are as follows:

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the price target.

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the price target.

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the price target.

RESTRICTED: Financial forecasts, and/or a rating and/or a price target is restricted from disclosure owing to Compliance or other regulatory/legal
considerations such as a blackout period or a conflict of interest.

NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-a-vis the price target has been out of the range dictated by the
current BUY/HOLD/SELL rating.

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock’s rating and/or price target and/or financial information are
temporarily suspended.

As of the end of the last calendar quarter, the proportion of all WOOD&Co’s investment research vis-a-vis the proportion of subject companies that were
investment banking clients over the previous 12 months is as follows:

BUY HOLD SELL Restricted NOT RATED Coverage in transition
Equity Research Coverage 55% 37% 8% 1% n.a. 1%
IB Clients 1% 1% n.a. 1% n.a. n.a.

Any prices of financial instruments quoted in this investment research are taken as of the previous day’s market close on the home market unless otherwise
stated.

Details of the methodologies used to determine WOOD&CO0'’s price targets and risk assessment related to the achievement of the targets are outlined
throughout the most recent substantive report/note on the subject company.

It should be assumed that the risks and valuation methodology presented in daily news or flash notes, and not changing WOOD&Co’s estimates or ratings,
are as set out in the most recent substantive research report/note on the subject company and can be found on our website at https://research.wood.com.

WOOD&CO0’s policy is to update investment research as it deems appropriate, based on developments in the subject company, sector or market that may
have a material impact on the views or opinions stated in the investment research.

WOOD Research Disclosures (as of 23 September 2020)
Company Disclosures
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PKN Orlen 5
PKO BP 4,5
Purcari Wineries 12,3 4
PZU 4,5
Romgaz 5
Santander Bank Polska 5
Siauliu Bankas 1,2,4
Tauron 5
Transelectrica 5
Transgaz 5
Warsaw Stock Exchange 5
# Description
1 The company currently is, or in the past 12 months was, a client of WOOD&Co or any of its affiliates for the provision of corporate finance/investment banking services.
2 In the past 12 months, WOOD&Co or any of its affiliates have received compensation for corporate finance/investment banking services from the company.
3 In the past 12 months, WOOD&Co or any of its affiliates have been lead manager or co-lead manager of a publicly disclosed offer of the company’s financial instruments.
4 In the past 12 months, WOOD&Co or any of its affilates have acted as broker to the company
5 WOOD&Co or any of its affiliates are market maker(s) or liquidity provider(s) in relation to financial instruments of the company.
6 In the past 12 months, WOOD&Co or any of its affiliates have provided to the company any services set out in Sections A and B or Annex | to the Directive 2014/65/EU of
the European Parliament and of the Council, other than services listed under points 1, 3, 4 or 5 above, or received compensation for such services from the company.
7 The authoring analyst or any individual involved in the preparation of this investment research have purchased/received shares in the company prior to a public offering of
those shares; and the price at which they were acquired along with the date of acquisition are disclosed above.
8 The authoring analyst or any individual involved in the preparation of this investment research has a direct ownership position in securities issued by the company.
9 A partner, director, officer, employee or agent of WOOD&Co and its affiliates, or a member of his/her household, is an officer, or director, or serves as an advisor or board
member of the company.
10 WOOD&Co or its affiliates hold a net long or short position exceeding the threshold of 0,5% of the total issued share capital of the company, calculated in accordance with
Artcle3 of Regulation (EU) No 236/2012 and with Chapters Ill and IV of Commission Delegated Regulation (EU) No 918/2012.
11 The company owns more than 5% of the total issued share capital in WOOD&Co or any of its affiliates.

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among
other factors) the overall profits of WOOD&Co, which includes corporate finance/investment banking, sales and trading and principal trading revenues.
However, such authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific activities,
or to recommendations contained in the investment research. One factor in equity research analyst compensation is arranging corporate access
events/meetings between institutional clients and the management teams of covered companies (with the company management being more likely to
participate when the analyst has a positive view of the company).

WOOD&Co and its affiliates may have a corporate finance/investment banking or other relationship with the company that is the subject of this investment
research and may trade in any of the designated investments mentioned herein either for their own account or the accounts of their clients, in good faith or
in the normal course of market making. Accordingly, WOOD&Co or their affiliates, principals or employees (other than the authoring analyst(s) who prepared
this investment research) may at any time have a long or short position in any such designated investments, related designated investments or in options,
futures or other derivative instruments based thereon.

WOOD&Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by
the relevant employees and Chinese Walls as monitored by Compliance. For further details, please see our website at https://www.wood.cz/mifid-
information/.

The information contained in this investment research has been compiled by WOOD&Co from sources believed to be reliable, but (with the exception of the
information about WOODA&Co0) no representation or warranty, express or implied, is made by WOOD&Co, its affiliates or any other person as to its fairness,
accuracy, completeness or correctness. WOOD&Co has not independently verified the facts, assumptions, and estimates contained herein. All estimates,
opinions and other information contained in this investment research constitute WOOD&Co’ judgement as of the date of this investment research, are subject
to change without notice and are provided in good faith but without legal responsibility or liability.

WOOD&Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this investment research. WOOD&Co’s affiliates, proprietary trading
desk and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this investment
research.

This investment research is provided for information purposes only and does not constitute or form part of an offer or invitation or solicitation to engage in
investment activity or to buy or sell any designated investments discussed herein in any jurisdiction. As a result, the designated investments discussed in this
investment research may not be eligible for offer or sale in some jurisdictions. This investment research is not, and under no circumstances should be
construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the
business of a securities broker or dealer in that jurisdiction.

This investment research is prepared for general circulation to WOOD&Co’s clients and does not have regard to the investment objectives, financial situation
or particular needs of any particular person. Investors should consider this report as only a single factor in making their investment decision and obtain advice
based on their own individual circumstances before making an investment decision. To the fullest extent permitted by law, none of WOOD&Co, its affiliates
or any other person accepts any liability whatsoever for any direct or consequential loss arising from or in connection with the use of this investment research.

For United Kingdom or European Residents:

This investment research is only for persons who are eligible counterparties or professional clients within the meaning of Directive 2014/65/EU of the European
Parliament and of the Cpinsil of 15 May 2014 on markets in financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU and is
exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or any analogous legislation) on the communication of
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described
in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons.
This material is not for distribution in the United Kingdom or Europe to retail clients, as defined under the rules of the Financial Conduct Authority.

For United States Residents:

This investment research distributed in the United States by WOOD&Co, and in certain instances by Brasil Plural Securities LLC (“Brasil Plural”), a U.S
registered broker dealer, only to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of
1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (“SEC”). This investment research is not intended for
use by any person or entity that is not a major U.S institutional investor. If you have received a copy of this research and are not a major U.S institutional
investor, you are instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to WOOD&Co or to Brasil Plural.
Analyst(s) preparing this report are employees of WOOD&Co who are resident outside the United States and are not associated persons or employees of
any U.S. registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (“FINRA”) or to
Regulation AC adopted by SEC which, among other things, restrict communications with a subject company, public appearances and personal trading in
securities by a research analyst. Any major U.S Institutional investor wishing to effect transactions in any securities referred to herein or options thereon
should do so by contacting a representative of Brasil Plural. Brasil Plural is a broker-dealer registered with the SEC and a member of FINRA and the Securities
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Investor Protection Corporation. Its address is 545 Madison Avenue, 8th Floor, New York, NY 10022 and its telephone number is 212-388-5613. WOOD&Co
is not affiliated with Brasil Plural or any other U.S registered broker-dealer.

The views and sentiments expressed in this investment research and any findings thereof accurately reflect the analyst’s truthful views about the subject
securities and or issuers discussed herein.
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Date Company/Sector Title Analyst

22/09/20 AD Plastik Ready for the rebound, when it comes Ondrej Slama, Alex Boulougouris
17/09/20 Alkaloid AD Skopje A rising money spinner, Skopje-style Bram Buring, Alex Boulougouris
17/09/20 Warsaw Stock Exchange Volumes are strong, IPOs are coming Pawel Wieprzowski, Marta Jezewska-Wasilewska
15/09/20 Terna Energy Long term only Fani Tzioukalia, Alex Boulougouris
15/09/20 HeadHunter Quality hire! Dmitry Vlasov, lldar Davletshin
14/09/20 Eurocash Frozen 3.0 Lukasz Wachelko, Jakub Mician
14/09/20 Ciech Salt and pepper Pawel Wieprzowski, Lukasz Wachelko
11/09/20 BRD-GSG Capital accumulation Alex Boulougouris, Stefan Lungu
10/09/20 CEE Real Estate Turning constructive Jakub Caithaml, Research Team
10/09/20 Komercijalna Banka A sizeable growth story in the Balkans David Lojkasek, Alex Boulougouris
04/09/20 Ten Square Games Big fish in alarge (and growing) pond Piotr Raciborski, Pawel Wieprzowski
02/09/20 The Rear-View Mirror — EME markets Turkish ISE30 still weak, down 9.6% in August Research Team

01/09/20 Mytilineos More than meets the eye Alex Boulougouris, Fani Tzioukalia
31/08/20 EME Macro/Strategy Don’t go against the Fed, but mind the gap Alessio Chiesa, Raffaella Tenconi
31/08/20 Enka Insaat Cash-rich value trap Atinc Ozkan, Ondrej Slama

28/08/20 Mobile TeleSystems Quality doesn’t come cheap Piotr Raciborski, Atinc Ozkan
19/08/20 TCS Group Holding Time to take a hard look Can Demir, Dmitry Vlasov
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