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Romcarbon (ROCE)
Flash note — 9M 2024 results

HOLD
Target price: 0.132 RON (-4.2%)

Romcarbon recorded a loss of RON 7.7 million in the first 9 months of 2024,
as a result of a temporary interruption in production due to equipment
breakdown, lower demand in the PET (food packaging) sector as well as in
the polypropylene (PP) big bags sector due to lower demand, and also due
to a 14% increase in salary expenses. On an operational side, the loss
amounted to RON 5.8 million, up by RON 1.7 million compared to the first
half of this year but down compared to Q2 2024, reflecting a slight
improvement. The company's valuation indicates an average target price
of RON 0.132/share, representing a 4.2% decrease from the closing price
on December 4, 2024

Starting in 2025, we anticipate a recovery, with an average operating margin
of 2.7% up to 2028. This upward trend will primarily be driven by expense
optimization through a new production line in the recycled polymers and
compounds sector, which is expected to increase production capacity,
optimize personnel costs, eliminate loss-making products from the portfolio,
and attract new customers. Therefore, it remains to be seen how
Romcarbon manages to improve its costs and adapt its products to achieve
positive and consistent financial results over the medium and long term.

The company's revenues in the first 9 months of 2024 reached RON 231.5
million, a similar level compared to the same period in 2023. The plastics
processing sector, accounting for 75% of the company's revenues,
recorded an increase of 3.9% compared to the previous year. The growth
in this sector was mainly due to the polyethylene segment, where revenues
increased by 39%, the best performance in this business segment. The
recycled polymers and compounds sector, the second-largest contributor to
revenue, recorded a 6% yoy decline, driven by temporary production
disruptions and challenges in meeting market demands.

Romcarbon has continued to make progress with its planned investments.
The company has completed the installation of an EU-funded photovoltaic
panel system with a capacity of 0.999 MW, achieving cost savings of EUR
76,406. It plans to pursue further investments by forming a joint venture
focused on carbon fiber recycling, with production anticipated to begin in
the second half of 2025. Additionally, the company has applied for PNRR
funding to support the recycling and reuse of plastics in its products, aiming
to increase the share of recycled materials, particularly polypropylene, to
comply with European circular economy requirements.

Potential risks to our recommendation include volatility in external demand
due to competition with materials from non-EU countries, such as Turkey
and Asia, volatile energy prices, increases in the minimum wage, which may
offset the benefits of workforce reductions, and raw material price changes.

Mihaela Magherusan
Equity Analyst

mihaela.magherusan@brk.ro

Market price: 0.138 RON
Market Cap: 72.9 mil. RON
52 weeks liquidity 10.6 mil. RON
Shares data

Min/max price, 52 weeks. 0.13-0.21
(RON/share)

Shares number (mil.) 528.2

Shareholders
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SRL. 32.8539%
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Flash note

9M 2024 consolidated results

For the first nine months of 2024, Romcarbon's financial results continued the downward
trend of the first six months of 2024, recording a loss of RON 7.7 million (of which RON 3
million in Q3 2024). ROCE recorded an operating loss of RON 5.8 million after the first nine
months of 2024 (of which RON 1.7 million represented the loss in Q3 2024). This decline
was driven by several factors that negatively impacted the company's performance,
including the temporary interruption of production in the recycled polymers and compounds
sector, a market slowdown in the PET (food packaging) and PP (big bags) sectors due to
reduced demand, and a 14% increase in wage expenses.

The company's revenues in the first 9 months of 2024 reached RON 231.5 million, similar
to those recorded during the same period last year. Revenues from the plastics processing
sector, which accounts for 75% of the total, increased by 3.9%, while revenues from the
recycled polymers and compounds sector, representing 12% of the total, decreased by 6%.
In the plastics processing sector, revenues from processed polyethylene showed the
highest growth, rising by 39%.

(‘000 RON, consolidated) 9M 2023 9M 2024 var
Revenues 229.981 231.533 1.552
Raw materials and consumables (149.204) (145.617) 3.587
Salary expenses (61.189) (69.487) (8.298)
General & admin. expenses (16.110)  (15.619) 491
EBITDA adj. 3.478 811 (2.667)
Depreciation and amortization (10.882)  (11.239) (357)
Other income / (expenses) 9.298 4672 (4.626)
EBIT 1.894 (5.756)  (7.650)
Financial income / (expenses), net (2.673) (1.793) 880
Gross profit (780) (7.549) (6.770)
Income tax (126) (161) (35)
Net result (906) (7.710) (6.804)
Net Result before minority interests (906) (7.710) (6.804)
Minorities (4) (4) (2)
Net result (902) (7.706) (6.804)

Source: ROCE, BRK

(‘000 RON, consolidated) 9M 2023 9M 2024 % var
Revenues 229.981 231.533 0,7%
Plastics processing 166.528  173.012 3,9%
Recycled polymers & compounds 30.129 28.407 -5,7%
Other productive sectors 5.027 5.042 0,3%
Other activities 28.298 25.073 -11,4%

Source: ROCE, BRK

See important disclosures at the end of this report
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ROCE

December 6, 2024

Flash note

Company valuation

RON/share
We estimate the company's value at an average price per share of RON 0.132 (-4% Market price 0,138
compared to the closing price on December 4, 2024). This valuation represents the average DCF valuation 0,144
between the DCF valuation of RON 0.144 per share and the multiples-based valuation of Multiples valuation 0,120
RON 0.12 per share. AVG 0,132
Upside/Downside -4,2%
DCF valuation - Main assumptions:
e The weighted cost of capital (WACC) of 12.2% applied throughout the forecast
period, with a cost of equity of 15.51% and a cost of debt of 5.4%;
e Market risk premium of 8,3%, representing the historical total return of the BET
index and the 10-year government bond yield,;
e Beta of 1 estimated based on comparable companies in the market;
e Terminal value is estimated using a 4% growth rate and weighted cost of capital.
DCF Model (‘000 RON) 31-Dec-24 31-Dec-25 31-Dec-26 31-Dec-27 31-Dec-28 31-Dec-29
Revenues 299.505 331.954 367.650 402.537 438.228 477.076
% growth -1,7% 10,8% 10,8% 9,5% 8,9% 8,9%
EBITDA -1.465 10.853 13.831 15.613 16.681 20.041
EBITDAM -0,5% 3,3% 3,8% 3,9% 3,8% 4,2%
EBIT -8.913 4.902 7.239 8.396 8.824 11.488
EBIT M -3,0% 1,5% 2,0% 2,1% 2,0% 2,4%
EBIT*(1- Tax Rate) -8.913 4.657 6.877 7.976 8.383 10.913
D&A 14.355 15.910 17.621 19.293 21.004 22.866
wccec -5.990 7.303 8.088 8.856 9.641 10.496
CAPEX 11.980 6.307 6.985 7.648 8.326 9.064
FCFF -548 6.957 9.424 10.766 11.419 14.219
Discount factor 0,89 0,79 0,71 0,63 0,56 0,50
NPV FCFF -489 5.524 6.669 6.789 6.417 7.121
PV FCFF 32.032
PV Terminal Value 88.748
g 4%
Firm value 120.780,34
Net debt 43.831,29
Minorities 909,49
Equity value 76.039,57
Nr. shares out. 528.244,19
Price/share (RON) 0,144
Market price (RON/share) 0,138
Upside/Downside 4,31%

Source: BRK estimates

See important disclosures at the end of this report
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ROCE

December 6, 2024

Flash note

Multiples valuation

Based on multiples valuation, we have analyzed the trading multiples of companies that we
consider comparable to ROCE's business activity. However, it is important to note that these
companies do not perfectly align with ROCE's activity due to differences in sector diversity,
business strategies, company size, product portfolios, geography, and other relevant
factors.

We evaluate the company based on the median values of the Price-to-Sales (PS) and Price-
to-Book (PB) ratios of comparable companies. The valuation result indicates an average
price per share of 0.12 RON, which is 12.7% below the closing price on December 4, 2024.

Company M(;ri'l‘eltzggg" ROE5Y  ROA NIM %B;:g[i)r/? EV/EBITDA PE PB PS
HEXPOL AB 3.206,7  18,6%  10,1%  11,8%  19,2% 9,8 15,2 2,6 1,8
NOLATO AB-B 1.250,4  19,6% 5,9% 54%  152% 10,1 23,7 2,7 15
RECTICEL 636,2 4,5% 1,1% 7,5% 64,1 15 1,1
BURELLE SA 553,7 6,9% 1,4% 1,3% 8,5% 35 3,8 0,3 0,1
SP GROUP A/S 5208  17,6% 6,1% 0,0% 2,3
ESSENTRA PLC 500,6 1,3% 6,8%  12,8% 13,9 24,5 15 1,3
ﬁgﬁggﬁ 496,7  23.8%  151% 77%  12,0% 9.1 25,8 6.1 2,0
E'F'fl\fl’;'KA 3943  133% 82%  103%  16,8% 5.0 10,4 1,0 11
ENVIPCO HLDG 288,5 2,2% 0,7%  11,4% 21,6 81,5 4,4 2,5
AGILYX ASA 328,7 135,3% 2,7
ﬁ(l_)gEFOAMS 205,7 7,7% 5,4% 73%  18,4% 17,5 15 1,3
TERAPLAST SA 195,2 7,1% 0,0% 6,7% 26,0 2,4 1,2
ARLA PLAST AB 80,1 8,8% 6,4%  13,5% 5,1 14,2 1,6 0,9
PLASTIVALOIRE 25,9 0,9% 0,3% 8,0% 45 4,2
CORAL . . .

PRODUCTS 8.2 5,4% 3,0% 6,3% 9,3 7,4 0,6 0.2
Median 394,3 7,4% 7,1% 6,1%  12,0% 9,28 16,34 1,98 1,22
Source: Bloomberg

RON/share 2024e

Target price @ P/S 0,11

Target price @ P/B 0,13

Average target price 0,120

ROCE market price 0,138

Upside/Downside -12,7%

Source: Bloomberg, BRK estimates

See important disclosures at the end of this report
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ROCE Flash note

December 6, 2024

Financial data and estimates

(‘000 RON) 2022 2023 2024e 2025e 2026e 2027e 2028e 2029%e
Revenues 381.986  304.684 299.505 331.954 367.650 402.537  438.228  477.076
COGS -236.139  -168.098 -161.320 -179.255 -202.207 -225.421 -249.790 -271.933
Gross result 145.847 136.586 138.185 152.699 165.442 177.116 188.438 205.143
Salary expenses -78.261 -84.574 -90.831 -95.372 -100.141 -105.148 -110.405 -115.926
General & admin expenses -58.240 -50.913 -48.819 -46.474 -51.471 -56.355 -61.352 -69.176
EBITDA 9.346 1.098 -1.465 10.853 13.831 15.613 16.681 20.041
Depreciation and amortization -14.538 -14.321 -14.355 -15.910 -17.621 -19.293 -21.004 -22.866
Other income / (expenditure) 18.061 11.688 6.907 9.959 11.029 12.076 13.147 14.312
EBIT 12.868 -1.534 -8.913 4.902 7.239 8.396 8.824 11.488
Financial income / (expenses), net -2.605 -3.358 -2.424 -2.687 -2.975 -3.258 -3.547 -3.861
gT;é;;”;T'ﬁé;“come / 46.928 0 0 0 0 0 0 0
Gross profit 57.192 -4.893 -11.337 2.215 4.264 5.139 5.277 7.627
Income tax -1.067 -243 -354 -682 -822 -844 -1.220
Net results 56.125 -5.136 -11.337 1.861 3.5681 4.316 4.433 6.406
Net Result before minority 56.125  -5.136 -11.337 1861 3581 4316 4433  6.406
Minorities 5 -7 -11 2 4 4 4 6
Net result 56.119 (5.129) -11.326 1.859 3.578 4.312 4.429 6.400

Source: ROCE, BRK estimates

See important disclosures at the end of this report
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Investment Research Disclaimer

Buy: Share price may exceed 15% over the next 12 months

Hold: Share price may fall within the range of +/- 15% over the next 12
months

Sell: Share price may fall by more than 15% over the next 12 months

Restricted: Sharing of financial forecasts, target price or recommendation for a

financial instrument is temporary restricted based on compliance (ex:
conflicts of interest)

Due to changes in the equity research team, sharing of financial
forecasts, target price or recommendation for a financial instrument is
temporary suspended.

Not Rated:

This document may not be copied, reproduced, distributed or published, in
whole or in part, without the prior authorization of BRK Financial Group.

This document was issued by the equity research department of BRK Financial Group,
only for information purposes. This material is intended for information and it does not
represent a recommendation to acquire, hold or sell the financial product described.
All information contained in this document was compiled from sources deemed reliable
in the moment they were acquired. Regardless, the data, information and/or comments
presented here are just indicative and may be incomplete. Any investor should double
check the complete description which labels this financial product. Transacting such
financial products is considered high risk actions, including but not limited to the risk
of adverse or unforeseen market developments, exchange rate fluctuations,
counterparty risk, issuer bankruptcy and liquidity risk, each of which could have a
negative impact on its value, price or income generated by the financial product
described in this document.

Before making a commitment to purchase this financial product, the beneficiaries of
this document should carefully consider the appropriateness of the transaction in their
specific circumstances and independently review (together with their professional
advisors if necessary) the specific financial risks, as well as those of a legal and fiscal
nature of such an investment. BRK Financial Group has issued this report for
information purposes only. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report is not intended to be comprehensive or contain all the information that a
potential investor may need to make an investment decision. The beneficiary of this
report shall make his or her own independent evaluations and decisions regarding any
securities or financial instruments referred to. Any investment discussed or
recommended in this report may be inappropriate for an investor depending on their
specific investment objectives and financial position. The materials in this report are
general information for recipients who understand and assume the risks of investing in
financial instruments.

This report shall not consider whether an investment or course of action and the
associated risks are appropriate to the recipient. Therefore, the recommendations
contained in this report should not be invoked as investment advice based on the
personal circumstances of the beneficiary. Investors will need to make their own
independent assessment of the information contained in this document, take into
account their own investment objective, financial situation and special needs and seek
their own financial, business, legal, tax and other advice. regarding the
appropriateness of investing in securities or investment strategies discussed or
suggested in this report.

All the information contained herein is based upon publicly available information and
has been obtained from sources that BRK Financial Group believes to be reliable and
correct at the time of issue of this report. However, such sources have not been
independently verified by BRK Financial Group and this report does not purport to
contain all information that a prospective investor may require. The opinions
expressed herein are BRK Financial Group’s present opinions only and are subject to
change without prior notice. BRK Financial Group is not under any obligation to update
or keep current the information and opinions expressed herein or to provide the
recipient with access to any additional information. Consequently, BRK Financial
Group does not guarantee, represent or warrant, expressly or impliedly, as to the
adequacy, accuracy, reliability, fairness or completeness of the information and
opinion contained in this report. BRK Financial Group does not accept any liability for
any direct, indirect or consequential losses, loss of profits and/or damages that may
arise from the use or reliance of this research report and/or further communications
given in relation to this report. Any such responsibility or liability is hereby expressly
disclaimed. Whilst every effort is made to ensure that statement of facts made in this
report are accurate, all estimates, projections, forecasts, expressions of opinion and
other subjective judgments contained in this report are based on assumptions
considered to be reasonable and must not be construed as a representation that the
matters referred to therein will occur.

This report may contain forward-looking statements, which are often but not always
identified by the use of words such as "believe", "estimate", "intend" and "expect" and
statements that an event or result "may", "will" or other such expressions may "appear"
or be made. These forward-looking statements are based on assumptions made and
information currently available to BRK Financial Group and are subject to risks,
uncertainties and other known and unknown factors that may impact actual results,
performance or achievements to be materially different from any future result,
performance or achievement, expressed or implied by such forward-looking
statements. Caution should be exercised in relation to these statements, and the
recipients of this report should not be dependent on an excessive reliance on forward-

looking statements. BRK Financial Group expressly disclaims any obligation to update

or revise any forward-looking statements, as a result of new information, future events
or circumstances after the date of this publication, to reflect the occurrence of
unanticipated events.

This report may contain information obtained from third parties. Third-party content
providers do not guarantee the accuracy, completeness, timeliness or availability of
any information and are not responsible for errors or omissions (negligent or
otherwise), regardless of the cause or the results obtained from the use of such
content. Third party content providers make no express or implied warranties,
including, but not limited to, any warranties of merchantability for any particular
purpose or use. Third party content providers are not liable for damages, expenses,
expenses, legal fees or direct losses (indirect, incidental, exemplary, compensatory,
punitive, special or consequential) in connection with any use of their content.

The research analysts responsible for producing this report hereby certify that the
views expressed herein accurately and exclusively reflect the personal views of any
and all issuers or securities reviewed in this report, and that the report does not
constitute an independent investment research and is not subject to any prohibition on
dissemination of investment research.

Analyst Certification

The analyst(s) who prepared this report and other related persons to him/her or to
them, certify that:

1. they have no financial interest in the financial instruments that include the
company(ies) mentioned in this report, except for holding in individual equity
investment portfolios.

This report was prepared by:
Analyst
Mihaela Magherusan

2. no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.

BRK Financial Group reports:

Explanatory note

Company No.

Symbol

ROMCARBON ROCE 57,10, 11

BRK Financial Group SA is a liquidity provider in respect of structured products issued
by it.

Explanatory notes:

1. BRK Financial Group SA holds a net long or short position above the threshold of
5% of the issuer's total share capital.

2. BRK Financial Group SA acts as a market maker or liquidity provider for the issuer's
financial instruments.

3. The issuer is a significant shareholder of BRK Financial Group SA (holds more than
10% of the share capital).

4. The issuer is a shareholder of BRK Financial Group SA (holds a stake of more than
5% of its total issued share capital).

5. The issuer is currently or has been in the last 12 months a client of BRK Financial
Group SA for the provision of financial investment services.

6. For the last 12 months, BRK Financial Group SA has been the coordinator /
associate coordinator of any public offering of financial instruments of the issuer.

7. In the last 12 months, BRK Financial Group SA has been remunerated for financial
investment services provided to the issuer.

8. A director, executive director or agent of BRK Financial Group SA is an
administrator, executive director, consultant or member of the Board of Directors of
this issuer.

9. BRK Financial Group is a significant shareholder of the issuer (holds at least 10%
of the share capital).

10. The authors of the investment research do not hold shares in the issuer.

11. BRK Financial Group is a market maker.
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