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Ready for the rebound, when it comes

We initiate coverage of AD Plastik with a HOLD recommendation and a
12M price target (PT) of HRK 147/share, implying 14% upside. AD Plastik
is a car parts manufacturer, focusing on plastic components for
passenger cars. The company has a broad portfolio of clients, supplying 3Q20 results 28 October
its products across Europe and Russia. Despite operating in one of the Supervisory board meeting 17 December
sectors hit the most by the pandemic, AD Plastik has managed the

difficult situation well so far and has even signed more contracts for its Key data

already busy pipeline. While we like the company and appreciate its

Expected events

recent achievements, there are still too many risks that it cannot control, MarketCap EUR 72m
in our view, from a slower-than-expected recovery, an acceleratin Free float 67%
. ' . . P - y: 9 3maptv EUR 30k
pandemic, potential changes in the deal pipeline made by customers, t0  gpares outstanding 4.9m
FX volatility. We believe that AD Plastik can survive all of these things, Major Shareholder OAO Holding, 30%
should they materialise; however, given the uncertainties ahead, we Bloomberg Code ADPL ZA
choose to HOLD the stock, until the outlook becomes clearer. CRO Index 1,612

Auto parts manufacturer in SEE and CEE. AD Plastik focuses mainly on

L . . . Price performance
interior and exterior plastic components for passenger vehicles. The company P

has plants in Croatia, Hungary, Serbia and Russia, supplying major automotive ,_, range 100-198
groups, from Renault to PSA, VW and Suzuki. EAPS, a Romanian 50/50 JV,  52-w performance 2205
which supplies Dacia, is also an important value driver for the stock. Relative performance 7%

Automotive market in deep turmoil. The sector has been hit particularly by

the pandemic. With most plants being shut down for weeks or even months,

and weak demand, in Europe, passenger car sales are down 33% ytd. The
Russian market looks more resilient ytd, dropping only 12%. In 1H20, revenues 220
fell 23%, and the outlook for this year and onwards is still blurry. While this is

an unprecedented situation for the company, it has managed the crisis well so 170
far. While capex has been limited and the dividend has been suspended, AD
Plastik has enough cash, runs smoothly and does not expect delays in 120
its deliveries.

AD Plastik 12M share price
performance

Deal pipeline might help it outperform the market. Despite the pandemic, 7§ep,19 Dec19  Mar20  Jun20  Sep-20

AD Plastik has managed to add more deals to its already busy pipeline. This T ADPLZA CRO Index (rehased)
is certainly encouraging and the deal pipeline ahead looks strong. However,

we note that the final revenue realisation will depend largely on consumers,

and there could be downside for the current contracts’ value, should the

recovery be slower than expected.

Dividend suspended, for now. AD Plastik, a consistent dividend payer, has
omitted to pay a dividend in the second part of 2020, which is understandable,
given the circumstances. The company has also used COVID-19 aid from the
government and, should it pay a dividend this or next year, it would have to
return part of this support. Therefore, we expect it to resume dividends
in 2022E.

Risks: there are many. On the economic front, weaker-than-expected new car
registrations or a second wave of the pandemic, which could, in the worst case,
lead to plant shutdowns again and affect future revenues significantly. AD
Plastik is also exposed to FX risk, namely on its EUR-denominated debt, and
is still heavily dependent on one customer — Renault.

Valuation. AD Plastik is trading at our 2020-22E P/Es of 6.8-17.3x and
EV/EBITDAs of 4.7-6.8x, slightly below its peers. Our valuation, based on a
DCF and peer multiples (80:20), yields 14% upside for the stock.

HRK m Sales  EBITDA  Net EPS PIE EVEBITDA  P/BV  Div.yield  DPS
Profit (HRK) ) ®) *) (HRK)

2017 1,090 158 70 16.7 8.8 6.0 08 5.8% 85

2018 1321 162 89 213 76 6.6 09 6.2% 10.0

2019 1,542 197 103 24.4 76 6.3 0.9 6.6% 12.3

EQ UITY 2020E 1,192 138 31 75 17.3 6.8 06 3.1% 40

2021E 1,354 143 40 9.4 137 6.2 06 0.0% 0.0

RESEARCH 2022E 1,468 189 80 19.1 6.8 47 06 7.4% 95
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Company snapshot — HOLD, PT HRK 147

AD Plastik

HOLD COMPANY DESCRIPTION

Bloomberg ticker ADPL ZA

Closing price (HRK) 130 20 AD Plastik is an auto parts manufacturer, producing mainly interior and exterior plastic car
Price target (HRK) 147 o components. The company has been present in the business for almost three decades, but
Upside to PT 14% m 1AL traces its roots back to 1952. Over the years, AD Plastik has grown its exposure to 20
Shares outstanding (m) 4.2 150 s countries in five continents, with subsidiaries in five countries. The company has dozens of
Mcap EUR (m) 72 10 long-term agreements with many major automotive companies, and a strong pipeline of deals
3M ADTV (EUR ths) 30 10 ahead. In the past five years, AD Plastik managed to secure deals with international partners,
Free float 67% %0 valued at almost EUR 700m, driving its revenues and net profit to record lewels last year.

52 Week Range 100-198 70t Despite the accelerating capex in recent years, the company has also kept on increasing its
52W performance -22% st A;:‘QZA e ko m:e'"::mbasgd) 20 dividend payout, yielding almost 7% last year. Then, early this year, the COVID-19 pandemic
Relative performance 7% arrived in full force, disrupting the automotive market at an unprecedented level.
RATIOS

PER SHARE RATIOS 2016 2017 2018 2019 2020E 2021E 2022E VALUATION RATIOS 2016 2017 2018 2019 2020E 2021E 2022FE]
EPS 11.8 16.7 21.3 24.4 75 9.4 19.1 P/E 9.6x 8.8x 7.6x 7.6x 17.3x  13.7x 6.8x
BVPS 166.0 1785 186.7 204.6 208.0 217.5 227.0 P/CF 4.8x 8.2x 4.3x 6.5x 6.2x 5.4x 4.3x
DPS 12.0 8.5 10.0 12.3 4.0 0.0 9.5 P/BV 0.7x 0.8x 0.9x 0.9x 0.6x 0.6x 0.6x
FINANCIAL RATIOS 2016 2017 2018 2019 2020E 2021E 2022E EV/EBITDA 6.5x 6.0x 6.6x 6.3x 6.8x 6.2x 4.7x
EBITDA margin 14.5% 145% 12.2% 12.8% 11.6% 10.5% 12.9% EV/Sales 0.9x 0.9x 0.8x 0.8x 0.8x 0.7x 0.6x
EBIT margin 6.3% 6.9% 5.4% 5.6% 2.9% 2.5% 5.4% EV/EBIT 149x 12.6x 15.0x 14.2x 27.6x 25.7x 11.2x
Net margin 5.3% 6.4% 6.8% 6.7% 2.6% 2.9% 5.5%

ROE 7.1% 9.4% 11.4% 11.9% 3.6% 4.3% 8.4% FCF, HRK m 58 -21 98 22 39 37 15)
ROIC 5.4% 6.1% 6.3% 5.8% 2.6% 2.4% 5.5% FCF yield 12.0% -3.4% 14.6% 2.8% 7.2% 6.8% 2.7%
ROA 3.7% 5.2% 5.7% 6.1% 1.9% 22%  4.4%

Net debt/EBITDA 2.93x  2.12x 2.41x 2.28x 2.86x 2.37x  1.83x Dividend yield 10.5% 5.8% 6.2% 6.6%  3.1% 0.0% 7.4%
Total debt/Equity 58.6% 46.2% 54.3% 54.7% 48.9% 50.2% 47.3% Payout ratio 108% 71% 59% 58% 16% 0%  101%:

COMPANY FINANCIALS

Capex, FCF, EBITDA

HRKm

-150

-200
2016 2017 2018 2019 2020E

mCapex WFCF ®EBITDA

INCOME STATEMENT, HRK m 2016 2017 2018 2019
Revenues 936 1090 1321 1.542
Cost of Raw Materials -26 -61 -103 -171
Cost of Goods Sold -462 -546 -663 -731
Gross profit 447 482 555 640
Operating expenses -312 -324 -393 -443
EBITDA 136 158 162 197
Depreciation =77 -83 -91 -110
EBIT 59 75 Ay 87
Profit from Associates 43 56 50 41
Net financial income -53 -52 -34 -14
Profit Before Tax 49 79 87 114
Taxes 1 -9 3 -11
Net Income 50 70 89 103
CASH FLOW, HRK m 2016 2017 2018 2019
CF from Operations 99 75 157 120

Thereof depreciation 7 83 91 110

Thereof changes in w/c -15 -88 33 -29
CF from Investments 2 23 -117 -107

Thereof CAPEX -54 -86 -115 -162

Thereof Dividends Received 46 42 54 40
CEF from Financing -103 -99 -14 -22

Thereof Dividends Paid -50 -35 -41 -52

Thereof Net Proceeds From Loe -50 -60 39 40
Cash Movement -2 0 26 -9

2020E
1192
-114
551
526
-388
138
-104

2020E
87
104

150
100
50
0
erprrnri
-100

2021E

2021E
1354
-131
-627
596
-453
143
-108
34

2022E

2022E
1,468
-147
-685
636
-447
189
-110

2022E

BALANCE SHEET, HRK m 2016 2017 2018 2019 2020E 2021E 2022FE]|
Fixed Assets 930 919 1002 1.088 1105 1132 1138
Intangible assets 119 105 111 105 98 141 136
Property, plant and equipmel 700 650 709 787 809 790 798
Investments in associates 83 97 92 93 94 96 99|
Other 28 67 90 104 105 105 105
Current Assets 410 433 565 596 581 638 671
Inventories 108 155 231 207 187 174 193
Trade receivables 133 199 219 270 262 244 271
Cash and cash equivalents 10 10 36 27 41 129 113]
Other 160 69 79 92 91 91 94
Total assets 1341 1351 1567 1.685 1.687 1770 1.809
Current Liabilities 454 394 501 576 593 647 645
Short Term Borrowing 223 142 148 232 219 260 253
Payables 144 173 224 237 243 227 251
Other 87 79 129 106 130 160 142
LT Liabilities 833 810 1,064 1.075 1,033 1.067 1,065
LT Loans 186 204 278 238 208 198 198|
Other LT liabilities 4 4 4 12 12 12 12|
Total Liabilities 643 602 783 825 813 857 855
Minority Interest 0 0 0 0 0 0 0
Shareholders' Equity 697 750 784 859 874 913 953
Total Liabilities and Equity 1,341 1,351 1567 1.685 1,687 1,770 1,809
Net debt 398 336 389 451 394 338 346

2019 revenue breakdow n

Slovenia
34%

Russia
21%

Other
11%

Romania
5%

Germany
6%
Hungary
7%

France
16%
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Stabilised and ready for the rebound, when it comes

We initiate coverage of AD Plastik with a HOLD recommendation and 12M PT of HRK 147/share,
implying 14% upside. AD Plastik is a car parts manufacturer, focusing on interior and exterior
plastic components for passenger cars. The company has a broad portfolio of clients, supplying
products to many automotive majors across Europe and Russia. Despite operating in one of the
sectors hit the most by the pandemic, AD Plastik has managed the difficult situation well so far
and has even signed more contracts for its already busy pipeline this year. While we like the
company and appreciate its recent revenue growth, which has outperformed the market strongly
in recent years, there are still too many risks that the company cannot control, in our view, from
a slower-than-expected recovery, an accelerating pandemic, potential changes in the deal
pipeline made by customers, to FX volatility. We believe that AD Plastik can survive all these
things, should they materialise; however, given the uncertainties ahead, we choose to HOLD the
stock, until the outlook becomes clearer. AD Plastik is trading at our 2020-22E P/Es of 6.8-17.3x
and EV/EBITDASs of 4.7-6.8x, slightly below its peer group.

Auto parts manufacturer focusing on interior and exterior plastic components

AD Plastik focuses mainly on interior and exterior plastic car components. Over the past three decades,
the company has built strong relationships with the global automotive majors, growing its sales gradually
in the European and Russian markets. In past years, the company’s sales have been boosted by several
major contracts, amounting to EUR 700m. Despite the heavy capex connected to the expansion, the
company’s financial position has remained strong and AD Plastik has continued to pay generous
dividends. While the European demand for passenger cars has been soft in past years, AD Plastik
managed to outperform the European market by a wide margin; while its increasing exposure to the
Russian market, which looks much more attractive compared to the EU in the long term, in our view,
promises future revenue growth.

COVID-19: automotive industry is among the hardest hit

The pandemic has caused an unpreceded situation for both manufacturers and their suppliers, with most
plants being shut down for weeks, or even several months, before returning to operations, mostly at
lower utilisation levels due to the weak demand. In Europe, passenger car sales are down 33% ytd,;
while, in Russia, the ytd drop has been 12% so far (both as of August 2020). Despite the difficult
conditions, AD Plastik has secured new deals and has managed the situation very well, in our view. The
company has enough cash for smooth operations, sees little risk for its current contracts and stands
ready for the rebound in the market, in our view. To support its liquidity position, AD Plastik used COVID-
19 state aid, supporting its EBITDA and delaying the interest payments on debt, and sold its Makarska
real estate to boost its liquidity further.

Strong pipeline ahead

In 2019, the main revenue drivers were the start of production of the Ford Puma and the Clio V, and the
redesigned Smart and Twingo models. This year, revenue will be supported via diverse sources, from
deals with PSA, Fiat, VW and Renault, followed by PSA deals by the end of 2021E. In 3Q22E, a
EUR 98m contract for Logan and Sandero starts, while the Lada Granta in 1Q23E (EUR 71m) and the
redesigned Lada Niva (EUR 58m), planned for 4Q23E, should boost AD Plastik’s earnings further. While
AD Plastik has a good relationship with its long-term partners, the company is also diversifying in terms
of brands and countries. We particularly like the recent deals in the Russian market, as we believe the
long-term prospects for Russia, in terms of passenger car sales, are much better than in Europe.

EU and Russian market outlook

The form and timing of the recovery are both very uncertain at this stage, in our view. This crisis is much
deeper than the one in 2008-09, or the European banking crisis, which started in 2010. The slowdown
in the automotive industry has started already, before the pandemic hit. We reflect the ACEA’s estimate
of a 25% fall in the registrations of passenger cars in Europe and forecast a slightly lower drop in Russia,
with new registrations down only 12% ytd in this country. For Europe, we model a 22% revenue drop,
broadly in line with the ACEA’s estimate, to which we now see some downside, given the weak August
registration figures. That said, in general, the production figures should be slightly higher than sales, in
our view. Our estimate for the Russian revenues (-25% yoy) also reflects a deeper dive in AD Plastik’s
exposure compared to the premium brands. We do not expect AD Plastik to achieve last year’s record
revenues until 2023E, but we admit that our estimates might be subject to change, depending on the
performance of the market in the coming months and quarters. The company has managed to grow
despite softer demand in the past and might surprise us on the upside. More incentives to buy new cars
introduced by governments might also offer more upside. The effect of incentives on new car sales has
been limited so far, especially in Europe compared to Russia, and we believe that policy makers need

AD Plastik
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to introduce more packages to stimulate future growth. Until the outlook becomes clearer, we prefer to
stay cautious.

2020E revenue to plunge, broadly in line with the overall market

2019 was a record-breaking year in terms of revenue and net profit. This year, however, we are facing
a totally opposite picture, with revenues falling 23% and net profit by 69%, on our numbers, and we do
not expect AD Plastik to reach its 2019 revenue level until 2023E. Despite the weakness, we note that
the company is liquid enough to finance its upcoming projects, while resuming its dividends in 2022E,
on our estimates. The recovery might also be much quicker than our current estimates, which we believe
are cautious enough for 2021-24E, and AD Plastik, as in recent years, could outperform the market.
However, at this point, there are still too many uncertainties to forecast the shape of the revenue rebound.

No dividend, no guidance, with the outlook still too blurry

After paying a solid dividend of HRK 12.3/share in 2019, AD Plastik paid out a HRK 4/share interim
dividend in 1Q20, before the COVID-19 pandemic hit. We do not expect more payouts either this or next
year, given the weaker operational performance, but also due to the state aid and AD Plastik’s track
record. Should AD Plastik decide to pay out a dividend later this or next year, it would have to return part
of the support it has received from the state. Separately, during the 1Q20 results call, the company
discontinued its guidance for 2020E. No guidance was provided after the 2Q20 results either, but AD
Plastik commented that the expected fall in its revenues could be somewhere around 25% this year, or
in line with the market’s expectations for the automotive sector, and slightly below our estimate of -23%
yoy for this year’s revenues.

Still too many risks

Half a year after the first plant shutdowns, there are still many risks related to the pandemic. The drop in
demand is unprecedented and, despite AD Plastik’s relatively stable financial position, could lead to
changes on its customers’ and partners’ side, which is outside of the company’s control, due to delays
in or the cancellations of contracts, bankruptcies or supply chain disruptions. A significant rise in COVID-
19 cases could, in the worst-case scenario, lead to another wave of shutdowns. The fall in demand for
the full year is still difficult to predict, as is the form of the recovery thereafter. AD Plastik’'s EUR and RUB
exposures also pose a risk to the bottom line and revenues. The company is also heavily exposed to
one customer, Renault, despite recent successful attempts to reduce this dependence. AD Plastik has
insignificant exposure to the UK market, but any potential negative effects on its customers could
materialise soon, should the Brexit negotiations fail. On the other hand, the company might be able to
deliver better figures than we expect and might add more deals to the pipeline. New stimulus to support
the sales of all types of vehicles, especially in Europe, would also help the valuation, in our view.

Valuation: too risky for a bullish call

We value AD Plastik at HRK 147/share, implying 14% upside and a HOLD recommendation. We use a
SOTP valuation for AD Plastik and its 50% stake in the EAPS JV, using DCFs for both companies. Then,
as a sanity check for our first approach, we use a peer valuation. We assign an 80% weight to our first
approach and 20% to the peer valuation. Our DCF generates 13% upside, while our peer valuation
implies 15% upside.

AD Plastik
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Valuation

DCF: AD Plastik

We value AD Plastik at HRK 147/share, implying a 14% upside and a HOLD recommendation. We use
SOTP valuations for AD Plastik and its 50% stake in the EAPS JV, using a five-year DCF for both. Then,
as a sanity check for our first approach, we use a peer valuation. We assign an 80% weight to the DCF
and 20% to the peer valuation.

Valuation summary

HRK/share Upside
DCF 147 13%
Peers 149 15%
EV/EBITDA 156 20%
P/E 142 10%
Weighted average (80 DCF: 20 peers) 147 14%

Source: WOOD Research

SOTP

Through our DCF, we value the businesses consolidated under AD Plastik at HRK 80/share. Then, we
add the equity value of Euro APS (EAPS), the Romanian JV in which AD Plastik holds 50% and books
as an equity investment. This adds HRK 51/share to our PT. After adjusting for the COE, we arrive at a
12M PT of HRK 147/share, or 13% upside.

DCF: AD Plastik
Our assumptions are:

e Acost of equity of 17.8%, a beta of 1.8x (derived from Damodaran and adjusted for debt), and
an ERP of 7%. We adjust our regular ERP for Croatia upwards, by 2%, to account for the

stock’s low liquidity.

A cost of debt of 4% and a tax rate of 18%, to stay on the conservative side. This produces a
WACC of 12.2-12.4% for our forecast period.

We use a 2% terminal growth rate, expecting the Russian market to outperform the EU and
the Serbian region in the long term.

HRK, ths 2020E 2021E 2022E 2023E 2024E
EBIT 34,040 34,359 79,366 82,700 84,190
Taxes -927 -2,189 -6,498 -7,072 -13,051
NOPAT 33,113 32,169 72,869 75,628 71,139
Depreciation 103,776 108,299 110,069 114,700 116,781
Change in net working capital -23,330 -12,870 -18,899 -12,027 -6,130
Capex -72,471 -97,988 -156,325 -136,714 -106,002
FCF 87,747 55,350 45,511 65,641 88,048
Discount factor 0.97 0.86 0.77 0.68 0.61
PV of FCF 84,951 47,805 35,000 44,900 53,844
Sum of NPV of FCF 266,500
Terminal growth rate 2%
Terminal value 539,162
Enterprise Value 805,661
Net Debt, 2019, adjusted for 2020 dividend 467,861
Minorities 0
Fair Value of Equity excluding EAPS 337,800
per share 80
Ent.Value of 50% stake in EAPS using FCFF 213,268
EAPS value per share 51
Fair Value of Equity with JV 551,068
Fair Value of Equity Per Share 131
12M PT 147

Upside potential

13%

Source: Company data, WOOD Research

AD Plastik
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WACC: AD Plastik

2020E 2021E 2022E 2023E 2024E
Risk-free rate 5.0% 5.0% 5.0% 5.0% 5.0%
Beta 1.8 18 1.8 18 1.8
Equity risk premium 7.0% 7.0% 7.0% 7.0% 7.0%
Cost of equity 17.8% 17.8% 17.8% 17.8% 17.8%
Cost of debt 4.0% 4.0% 4.0% 4.0% 4.0%
Tax rate 18.0% 18.0% 18.0% 18.0% 18.0%
Effective cost of debt 3.3% 3.3% 3.3% 3.3% 3.3%
Weight of debt 44.0% 45.7% 45.3% 44.9% 45.6%
Weight of equity 56.0% 54.3% 54.7% 55.1% 54.4%
WACC 12.4% 12.2% 12.2% 12.3% 12.2%

Source: WOOD Research

DCF: Euro APS business

EAPS is an important value driver for the whole group. The company is booked under equity investments,
being consolidated by Faurecia. We use a DCF model to estimate the JV'’s value, which we then adjust
for AD Plastik’s 50% stake. We arrive at HRK 51/share for AD Plastik’s 50% share in the company.

Our assumptions are:

A cost of equity of 18.6%, using a RFR of 8% and a beta of 1.7x.

A cost of debt of 6% and a tax rate of 16%. This produces a WACC of 15.5% for our forecast

period as EAPS has no debt.

We use a 2% terminal growth rate.

DCF: EAPS
HRK ths 2020E 2021E 2022E 2023E 2024E
Revenues 575,398 678,970 733,288 762,619 777,871
EBITDA 54,474 75,057 81,062 91,056 92,877
Net profit 28,958 44,367 47,983 55,608 56,736
EBIT 36,474 53,817 58,123 67,199 68,543
Taxes -5,516 -8,451 -9,140 -10,592 -10,807
NOPAT 30,958 45,367 48,983 56,608 57,736
Depr, Capex, Change in WC 754 -5,155 -3,727 -2,956 -2,555
FCFF 31,712 40,212 45,256 53,651 55,181
Discount factor 0.95 0.80 0.68 0.57 0.48
PV of FCFF 30,250 32,342 30,691 30,678 26,604
Sum of NPV of FCFF 150,565
Terminal growth rate 2%
Terminal value 163,472
Net cash 112,500
Equity value 426,536
50% stake 213,268
HRK per AD Plastik share 51
Source: Company data, WOOD Research
WACC: EAPS

2020E 2021E 2022E 2023E 2024E
Risk-free rate 5.0% 5.0% 5.0% 5.0% 5.0%
Beta 1.7 1.7 1.7 1.7 1.7
Equity risk premium 8.0% 8.0% 8.0% 8.0% 8.0%
Cost of equity 18.6% 18.6% 18.6% 18.6% 18.6%
Cost of debt 6.0% 6.0% 6.0% 6.0% 6.0%
Tax rate 16.0% 16.0% 16.0% 16.0% 16.0%
Effective cost of debt 5.0% 5.0% 5.0% 5.0% 5.0%
Weight of debt 0.0% 0.0% 0.0% 0.0% 0.0%
Weight of equity 100.0% 100.0% 100.0% 100.0% 100.0%
WACC 18.6% 18.6% 18.6% 18.6% 18.6%
Source: WOOD Research
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Peers

Our peer valuation, which uses an equal weight for the 2021-22E EV/EBITDA and P/E multiples, offers
15% upside, or a 12M PT of HRK 149/share. With many peer P/Es negative in 2020E, we decided to
use only the 2021E and 2022E multiples for the peer valuation. On our 2021-22E P/Es, AD Plastik trades
at 6.8-13.7x, offering 10% average upside. On the 2021-22E EV/EBITDAS, which we adjust for EAPS’
50% share in EBITDA and net cash, the upside is 20%.

EV/EBITDAs

HRK m 2021E 2022E

Peer multiple 5.1 4.2

EBITDA 180 230

Net debt 281 290

Equity value 637 673

Average 655

HRK/share 156

Upside 20%

Source: Bloomberg, WOOD Research

P/Es

HRK m 2021E 2022E

Peer multiple 12.7 8.6

Net profit 40 80

Equity value 505 687

Average 596

HRK/share 142

Upside 10%

Source: Bloomberg, WOOD Research
Selected auto parts peers
Company MCAP AVTD 3M P/E (x) EV/EBITDA Div yield (%)

(EUR m) (EUR m)
2020E 2021E 2022E 2020E 2021E 2022E 2020E 2021E 2022E

Faurecia 5,004 18.0 nm 11.0 6.7 6.2 3.8 3.0 1.7 2.9 3.9
Grammer 223 0.03 nm 10.8 50 199 4.9 3.8 na 5.6 5.9
Hyundai Wia Corp 842 8.7 16.6 11.1 8.5 55 4.6 4.0 1.7 1.8 1.9
Lear Corp 5,893 45.3 39.6 10.3 7.6 8.4 4.6 3.8 0.6 1.3 15
Magna 11,616 52.4 32.2 12.4 9.8 7.6 4.7 4.0 2.6 2.7 3.0
Minth Group 3,815 14.4 26.1 18.5 157 119 9.0 7.8 1.6 2.1 2.6
Plastic Omnium 3,224 3.4 nm 18.3 10.6 6.6 4.7 3.8 1.3 2.2 2.9
Polytec Holding 117 0.1 nm 9.5 4.8 8.0 4.5 33 0.0 3.8 6.2
Toyoda Gosei Co Ltd 2,456 5.7 32.2 10.7 9.6 6.4 4.7 3.7 2.3 25 3.0
Toyota Boshoku Group 2,282 4.5 78.9 11.1 9.4 4.0 3.4 2.7 2.7 3.1 35
Valeo 6,467 27.4 nm 19.5 10.5 9.1 4.7 3.9 0.7 2.4 3.8
Visteon 1,732 16.8 nm 20.8 13.3 151 7.7 5.6 0.1 0.0 0.0
Median 29.1 11.0 8.1 7.8 4.6 3.8 1.6 25 3.0
Average 28.6 12.7 8.6 9.2 5.1 4.2 1.4 2.8 35
AD Plastik 72 0.03 17.3 13.7 6.8 6.8 6.2 4.7 3.1 0.0 7.4
discount/premium of AD Plastik to median -40% 24%  -16% -13% 33% 23% 92% nm 147%
discount/premium of AD Plastik to average -39% 8% -21% -26% 21% 12%  125% nm 110%
Source: Bloomberg, WOOD Research
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Risks

COVID-19 and related government measures. The accelerating pandemic poses a risk to the current
GDP and new cars demand outlook. In the worst-case scenario, the plants could be shut down again.
Separately, moratoriums on debt end in the coming weeks in many countries, and we cannot rule out
bankruptcies and supply chain disruptions, which might also affect AD Plastik.

Renault exposure. Despite recent attempts to diversify its portfolio, the company is still heavily reliant
on contracts from Renault, mainly the Smart and Twingo models, as well as Dacia; ytd, Renault has
underperformed its peers in terms of new car sales.

Recovery. It is still difficult to forecast the form of the recovery in the automotive sector in the coming
quarters and even years. We believe we are conservative enough in our estimates, but the uncertainty
over demand for new cars will be present for many quarters ahead.

Contracts. Currently, AD Plastik sees little risk for the contracts agreed with its partners. We note,
however, that the final offtake and revenue generation depends mainly on consumers and, should the
recovery be much slower than expected, the company’s customers could decide to scale down or cancel
some of the contracts. Securing new deals would, however, drive the share price higher, in our view.

Incentives. While some European countries have introduced incentives for consumers to encourage
them to buy new cars, such as car-scrapping programmes and subsidies for electric vehicles, we believe
that much more is needed to support the industry. A major stimulus package, in both the EU and Russia,
could lead to more upside for our numbers.

FX. While AD Plastik’s Russian contracts include quarterly adjustments to pricing, which serves as a
natural hedge, an even deeper depreciation of the RUB could lead to weaker demand, in our view. The
debt at the Russian subsidiaries is denominated in RUB, as well as in EUR. Moreover, the HRK has also
depreciated vs. the EUR, leading to FX losses on the company’s EUR-denominated debt. An even
deeper depreciation of the HRK or the RUB might lead to more downside for our numbers.

Brexit and tariffs. While AD Plastik’s direct exposure to the UK market is relatively small (3% of
revenues in 2019), the company’s partners might face significant headwinds if the negotiations fail, which
might lead to operating weakness and changes in strategies. Moreover, uncertainties over the tariffs
imposed by the US still present a threat to the EU automotive sector.

Low liquidity. With a market capitalisation of EUR 72m and a 3M average traded daily value of
EUR 30k, the stock might be difficult for larger investors to trade.
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Strong pipeline ahead, but too many uncertainties remain

Quickly growing supplier for the automotive business, until the pandemic hit

AD Plastik is an auto parts manufacturer, producing mainly interior and exterior plastic car components.
The company has been present in the business for almost three decades, but traces its roots back to
1952. Over the years, AD Plastik has grown its exposure to 20 countries in five continents, with
subsidiaries in five countries. The company has dozens of short- and long-term agreements with many
major automotive companies and a strong pipeline of future deals ahead. In the past five years, AD
Plastik has managed to secure deals with international partners, valued at almost EUR 700m, driving its
revenues and net profit to record levels last year. Despite the accelerating capex in recent years, the
company has also kept on increasing its dividend payout, yielding almost 7% last year. Then, early this
year, the COVID-19 pandemic arrived in full force, disrupting the automotive market at an
unprecedented level.

Growing sales on new deals signed (HRK m)

1,600
1,400
1,200
1,000

800

600
400
200

0

2015 2016 2017 2018 2019
BEU + Serbia ' Russia

Source: Company data, WOOD Research

COVID-19 impact: revenue plunge inevitable but the crisis managed perfectly so far

Given the full or partial shutdown of the consumers’ plants between March and May, AD Plastik also had
to stop production temporarily. Due to this, revenues dropped by 49% and 23% yoy in 2Q20 and 1H20,
respectively, and the full-year figure also looks weak, down 23% yoy, on our estimates. Despite the
difficult conditions in the market, AD Plastik has managed the crisis well so far, accumulating enough
cash, using government aid, which helped to offset the significant drop in profitability, and sustaining its
operations, in line with the demand from its customers. After distributing HRK 4/share in March, AD
Plastik has omitted a dividend for the second part of the year, to stay on the safe side, while being eligible
for the COVID-19 aid. On our numbers, we still see the 2020E EBITDA at HRK 138m (-30% yoy) and
the bottom line should be positive as well, at HRK 31m (-69% yoy). The company does not see much
risk of changes in the deal pipeline, based on the information it has. Some contracts might be delayed
for a matter of months, which we believe is in the price already. However, we note that the final revenue
realisation will depend on consumers and there might be a downside risk for the total value of the deals,
given the weak outlook for the sector. We try to reflect this in our revenue estimates.

As part of the COVID-19 state aid, AD Plastik used programmes in all of the countries in which it
operates, apart from Russia and Slovenia, leading to a HRK 30m boost in its EBITDA so far. In Croatia,
AD Plastik received HRK 29m in grants to preserve jobs, followed by aid of HRK 1.2m in Hungary and
HRK 1.1m in Serbia. In Croatia, a moratorium on debt has also allowed the parent company to delay
interest payments until September.

New deals sealed, despite the pandemic, but the customer is king

The outlook for the automotive industry was weak already at the beginning of this year. With the COVID-
19 pandemic causing the shutdowns of plants and a fall in consumer confidence, the number of cars
produced and sold is down ytd in double digits, which is also seen in the company’s top line. Despite the
headwinds, AD Plastik has managed to secure more deals for its already busy pipeline. In 1Q20, deals
worth EUR 22.4m were signed with Renault-Nissan-AvtoVAZ for Russia, while EUR 9.4m was sealed
with the PSA Group for Europe. Additionally, in 2Q20, the company closed a EUR 58m deal with
AvtoVAZ for a new Lada Niva model and EUR 3m for the Nissan Qashqai. Therefore, in 1H20, AD Plastik
managed to secure EUR 93m for its pipeline, after the EUR 215m sealed in 2019, EUR 137m in 2018
and EUR 151m in 2017. While the pipeline additions certainly look encouraging, the demand weakness
will be seen for years. We do not expect AD Plastik’s revenues to return to last year’s level until 2023E,
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as the final offtake will depend largely on demand, rather than on the value of the deals secured recently,
in our view. That said, we look forward to positive surprises.

Recent deals sealed

EURmM Europe Russia Total
2016 93 8 101
2017 134 17 151
2018 111 26 137
2019 57 158 215
2020 9.4 83.1 92.5

Source: Company data, WOOD Research

Contracts — a busy pipeline for the foreseeable future

The softer demand in Europe in recent years has not affected the company’s persistent growth. AD
Plastik managed to overperform the European market and delivered solid results in Russia as well.
Despite the current crisis, the company’s pipeline ahead looks strong, with more deals signed both last
and this year, and many starting this year.

In 2019, the main revenue drivers were the start of production of the Ford Puma and the Clio V, and the
redesigned Smart and Twingo models (amounting to EUR 367m in total). This year, the revenue will be
supported by diverse sources from deals with PSA, Fiat, VW and Renault. In 2021E, new deals with PSA
start, in 4Q21E (EUR 8m). In 2022E, a EUR 98m contract for Logan and Sandero starts in 3Q22E,
expected to last for eight years. The last ones in the pipeline are the Lada Granta in 1Q23E (EUR 71m,
an eight-year contract) and the redesigned Lada Niva, planned for 4Q23E (EUR 58m), with an expected
length of 10 years. We apricate the company’s growing pipeline in Russia, which we see as a much more
prospective market than the EU market for the long term. Nonetheless, the deals with its partners in the
EU will still generate most of the revenues in the coming years and the renewal of the agreements or
new deals with the EU partners are crucial for future revenue growth.

Recent and upcoming projects

Europe Russia

Partner/Brand Size, EUR m Partner/Brand Size, EUR m
1Q19 Ford Mondeo 2
2Q19 Twingo 100
2Q19 ClioV 160
2Q19 Hella 5
3Q19 PSA 10 Logan, Sandero 8
4Q19 PSA 20
4Q19 Smart 4S 27
4Q19 Puma 80
1Q20 Jeep 7 VW, Skoda 25
2Q20 PSA 33
2Q20 Renault 2
3Q20 Fiat 14
4Q20 VW, Skoda 11
4Q21 PSA 8
3Q22 Logan, Sandero 98
1Q23 Lada Granta 71
4Q23 Lada Niva 58

Source: AD Plastik, WOOD Research

Euro APS: important dividend cash cow, with no debt

Romanian Euro APS (EAPS) is a 50/50 joint venture between AD Plastik and Faurecia, consolidated
under Faurecia, a global auto parts manufacturer. The company has no debt, maintains a solid cash
position and generates a significant cash dividend for AD Plastik. The company is much more profitable
than AD Plastik, thanks to its higher utilisation and a focus on fewer products. EAPS’ sole customer is
Renault’s Dacia unit in Mioveni, which has been extremely successful over the past decade, thanks
mainly to rising exports, to Western Europe, but also elsewhere. In 2019, the plant produced 350k units
(Sandero, Longan, Duster). In our revenue estimates, we reflect a drop in demand for Dacia sales (41%
ytd in Europe and the 1H20 revenues down 46% yoy), leading to a 28% fall in revenues this year, before
rising again, by 18% yoy in 2021E. This year, AD Plastik received its first dividend from EAPS
(HRK 20m). We do not expect more cash to come this year, given the difficult market situation, but EAPS
could still pay out, thanks to its strong balance sheet, leading to more upside for our estimates. Next year
and going forward, we expect a 100% payout from the JV’s profit, which we expect to bounce back to a
9% profit margin in the long term. We value EAPS separately, via a DCF method (please see our
valuation section). On our estimates, EAPS represents more than one-third of AD Plastik’'s NAV.
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Financial forecasts

2019 — arecord year, followed by arecord plunge in 2020E, but growth should re-emerge

In 2019, revenues grew by 17% yoy, to HRK 1.5bn, driven by the EU+Serbia, at 25% yoy growth, which
more than offset the 8% decline in Russia. The European growth came on the back of the new Clio and
Ford Puma, and the redesigned Smart and Twingo models, while Tisza’s revenue growth also supported
the top line. The Russian market had a very strong base in 2018 and the overall market fell slightly in
2019. The revenue uptake also resulted in higher EBITDA in 2019, up by 22% yoy, at a solid 13% margin
for the group.

Revenue estimates by geography
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It is no surprise, this year, that the company is facing falling sales and profitability on all fronts. Its 1H20
revenue fell 23% yoy, with the 2Q20 figure down 49% yoy, due mainly to the shutdowns. In 1H20, the
EBITDA margin remained quite strong, at 14%. This is, however, partially on the back of the state aid.
For 2020E, we expect a 23% yoy revenue drop, outperforming the expected fall for the entire market
slightly, with European registrations down 33% and the Russia revenue down 12% ytd, as of August. On
our numbers, this should lead to EBITDA of HRK 138m (-30% yoy, at an 12% margin) in 2020E. FX
losses on the EUR-denominated debt, due to the weaker HRK and RUB, and a lower contribution from
EAPS will also drag on the bottom line, which we model at HRK 31m (-69% yoy) for 2020E. The one-off
HRK 11m profit booked on the Makarska real estate sale and the government aid should help the group’s
net profit to stay above water, in our view.

Next year, with the demand returning partially and revenues from the recent contracts supporting the top
line, we pencil in 14% revenue and 4% EBITDA growth, yielding an 11% EBITDA margin. We see the
EBITDA margin as close to this year’s level due to the 2019 base, which was boosted by state aid of
some HRK 30m and the HRK 11m Makarska sale. Going forward, we expect revenues to return to the
2019 levels in 2023E, with an EBITDA margin of 13%, supported mainly by higher utilisation. For 2020-
24E, we model a revenue CAGR of 5%. Our 2021-24E revenue estimates are based on both the
company’s comments and deals signed, as well as the overall outlook for European and Russian
passenger sales, described in the section below.

Margins to return with revenue growth Capex to speed up, with new deliveries in 2022-23E
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Capex to slow down this year, before rising on new deliveries in 2022E and 2023E

After a record year in 2019, with HRK 162m spent (+41% yoy), this year’s capex is seen as considerably
lower, at HRK 72m, on our numbers. This is driven by both the pandemic, which has hit the company’s
cash flow, but also strong investments last year for new product deliveries both last and this year. In
1H20, AD Plastik invested only HRK 25m, down 70% yoy. Despite the lower capex, AD Plastik has
continued to work on large projects for timely delivery to its customers. The company sees higher capex
in the second part of the year and in 2021E yoy, with more new deliveries coming in 2022-23E. We
model capex of HRK 98m in 2021E and HRK 156m in 2022E, before falling to HRK 136m in 2023E. The
hike in capex is connected mainly to the Lada, Sandero and Logan deals, with the project development
phase for a new product usually starting 1-1.5 years before delivery. After 2023E, we model maintenance
capex of around HRK 110m, but we could be surprised on the upside here, with the cost measures
implemented this year already.

Debt and free cash flow under control, dividend to return

In 2018, AD Plastik acquired Tisza, which was followed by heavy capex in 2018 and 2019. This led to a
gradual increase in its net debt, growing from HRK 336m in 2017 to HRK 451m in 2019. This year,
despite the pandemic and the expected drop in the operating cash flow, the company has managed to
reduce its net debt position, from HRK 389m as at end-1Q20 to HRK 362m as at end-1H20, and does
not expect it to rise by the year-end. We expect slightly higher net debt by the end of 2020E vs. 1H20,
at HRK 394m. Given the EBITDA drop this year and despite lower investments, the net debt/EBITDA
will rise, to 2.9x by end-2020E, on our numbers. This still is a comfortable level, in our view, compared
to the leverage of other European suppliers, and should be seen as a one-off, due to the pandemic. With
improving EBITDA in the coming years, we expect the ratio to fall to 1.8x by end-2022E, despite the
higher capex and a return to paying dividend.

In the first part of the year, the cash generation was supported by government aid, boosting the EBITDA
by some HRK 30m. To support its liquidity, AD Plastik also sold its Makarska real estate portfolio (former
plant), for HRK 24m, in 1Q20. With its capex at HRK 72m for this year and with revenues improving
slightly in 2H20E, we still expect positive free cash flow by the year-end, at HRK 39m. This would
normally allow AD Plastik to continue with its dividend distribution, but the dividend has been omitted for
the second part of the year. The first reason is the state aid, which would have to be returned, in part, if
a dividend is paid out; and the second is the ongoing risk for the business, which is out of the company’s
control currently. We expect AD Plastik to return to paying a dividend in 2022E (from the 2021E profit),
but we note that the company could pay out a dividend even next year, based on our numbers, but would
then have to return part of the COVID-19 aid (c.HRK 11m).

Net debt/EBITDA to fall, with EBITDA growth revived No dividend expected next year, 2020 paid already

Net debt, EBITDA, net debt/EBITDA DPS (HRK) and dividend yield
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M&A not the theme now

The HRK 70m acquisition of Tisza in 2018 was the last expansion for AD Plastik. Through this Hungarian
subsidiary, AD Plastik brought in new partners, namely Suzuki, Bentley and SMA, and strengthened its
relation with VW. Tisza focuses mainly on injection and blow molding. The company has contributed to
AD Plastik’s revenue growth but, so far, has diluted the group’s EBITDA margin, with its capacity under
the group’s level. Tisza is still awaiting a major deal to help boost its margins. According to the best of
our knowledge, and also considering its stable financial condition, we do not expect AD Plastik to boost
its cash flow by making more divestitures. On the opposite side, inorganic growth can also be ruled out
now, in our view.
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Automotive market might have seen the worst already

The auto parts industry is facing an unprecedented crisis currently, not comparable to any other in the
past. With most of its customers shutting down their production fully or partially for several weeks or even
months, lower utilisation in the following months, weaker demand both ytd and expected in the
foreseeable future, the segment is one of the most affected by the pandemic. In Europe, where AD
Plastik generates 79% of its revenues (2019), the automotive sector is one of the largest employers and
a major source of exports revenue. According to ACEA, in 2019, the sector employed 13.8m people
(6.1% of all EU jobs), producing almost 20m cars (20% of global output), with a EUR 84bn trade surplus
from 5.6m exported vehicles. The registrations of passenger cars in Europe stood at 15.3m, or 20% of
global demand. AD Plastik has been of the winners of moving production from west to east, which has
been reflected in the company’s growth. That said, despite adding more contracts to its pipeline in
Russia, AD Plastik is still heavily exposed to Europe, which, compared to other developing regions,
Russia included, faces much weaker future demand for passenger cars.

European passenger car registrations down 33% ytd

In 2019, EU passenger car sales ended up at 1.1% yoy growth, supported largely by changes in taxation
coming in this year, which boosted the sales in 4Q19, resulting in very strong growth of 22% in
December. 2019 marked the sixth year of consecutive growth for the EU market, but the 2020E outlook
for the sector was weak in December already (a 2% yoy decline expected by ACEA in January) and, as
expected, the first two months were weak (both -7% yoy). Then the pandemic hit, leading to the March
drop of 55% yoy. As of August, the ytd sales are down 33%, despite the plants coming back into
operation, taking the total number of newly registered cars to 6.1m. The 19% yoy drop in August followed
the slightly better July, with a 6% yoy drop. The worst month was April, with a 76% yoy drop.

With the weak August, European PC registrations are down 33% ytd, with weaker figures in southern Europe
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AD Plastik’s partners underperform the sector on ytd new registrations
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The car registration figures in Europe do not look supportive for AD Plastik, with most of the southern
states underperforming the average (ltaly down 39% ytd) and France in line with the average drop, at
32%. Looking at the groups’ results, the sales of AD Plastik’s partners do not look any better. As of
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August, Renault’s sales are down 35% ytd, Fiat -39% ytd, while Volkswagen is at -33% ytd. Ford and
PSA also look weak, both at -41% ytd. It important to note that AD Plastik is exposed to brands that
usually perform worse than the premium brands amid demand contractions caused by a
weaker economy.

Russia’s demand outperforms the EU and also looks more attractive in the long term

In 2019, Russia’s passenger vehicle market fell 2% yoy, after slowing down in the second part of the
year. Sales showed the opposite trend than in Europe in the first quarter, growing 16% yoy. This was,
however, partly a function of the RUB depreciation, which forced consumers to speed up sales before
the price adjustments, in our view. Passenger car sales dropped significantly in 2Q20, but less than in
Europe, by 44% yoy, before making a surprising recovery in June, with 8% yoy growth. As of August,
passenger cars sales are down 12% ytd, strongly outperforming the EU market, also thanks to the local
stimulus programme, we believe. AD Plastik’s brand exposure shows slightly lower sales figures than
the average decline ytd, with premium brands being slightly negative or flat ytd. In 8M20, Lada was
down18% (Granta at -14% and Logan at -16% ytd), Renault -16% (Sandero at -15% and Logan at -17%
ytd), but Skoda grew 10% ytd, with a very strong contribution from Skoda Rapid, and Volkswagen has
dropped by only 3% so far, with its Polo up 60% ytd and the Tiguan at +6%. In Russia, the company’s
revenue is adjusted on a quarterly basis to reflect the RUB movements vs. the EUR. This serves as a
natural hedge for AD Plastik. In 2015, the quarterly adjustments were done on a monthly basis, given
the FX volatility.

Russian PC market is in better shape than the EU, but weak RUB could hit local demand
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Russia’s automotive market takes a hit after the sanctions, but has started to recover in the past few years
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The shape of the recovery still hard to call

What is yet to be seen is the form of the recovery in 2021E and thereafter. All countries have provided
stimulus packages for the industry, but a major package to incentivise consumer spending is still awaiting
policy makers’ decisions. The various packages (Austria, Italy, France, Germany and Spain) focus
mostly on subsidies for electric vehicles; however, in our view, to revive the industry, governments might
have to introduce broader car-scrapping incentives to boost all vehicle sales, to support the producers,
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which are still relying mostly on combustion engines. We note that this is a different crisis to the one in
2009 or the European banking crisis, which started in 2010. The GDP plunge is much more pronounced
and, this time, the drop in demand is global, with exports expected to be hit as well, opposed to the
banking crisis, where exports supported the producers. We also cannot rule out a second round of
lockdowns, or much weaker economic growth next year than expected currently.

Even with less than four months to go, the estimates for this year’s plunge vary across the board. ACEA’s
estimate of a 25% drop in passenger car registrations this year seems reasonable at this point, in our
view, although a second wave of the pandemic, apparent in many countries already, could push this
figure even lower. The August figure was quite weak and, currently, it seems that there is more downside
than upside risk for ACEA’s estimate, in our view. Its estimate is also broadly in line with most producers’
full-year guidance and the consultants’ reports on the automotive industry. The 25% drop would take
down passenger car sales to the level seen in 2013, which ended the six years of consecutive declines
after the 2008-09 crisis. In 2020-24E, we model a 5% CAGR for the European revenues.

The estimates for the Russian market vary but, despite the RUB weakness, the figures, so far, look
surprisingly strong and much better than the estimates in the first part of the year. Until the pandemic,
the Russian market had been performing well. After several years of declines, over 2013-16, due to the
macroeconomic crisis related to the Ukraine sanctions, the market started to recover in 2017, rising in
double digits every year until 2019, when it fell by 2%. Overall, we see a 7% CAGR for 2020-24E for the
Russian revenues, as the market is still lagging behind the EU in terms of passenger cars per capita and
given the contracts secured recently.

Manufacturing and GDP taking a hit; Russia’s GDP drop much lower than the EU in 2020E
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Company overview

AD Plastik was set up in 1994, but traces its roots back to 1952. In the past three decades, AD Plastik
has focused mainly on the development and production of interior and exterior car components in Croatia
and Eastern Europe, supplying its products to global automobile producers. The company is based in
Croatia’s Solin. In 2019, AD Plastik generated a record net profit of EUR 13m on EBITDA of EUR 26m
and revenues of EUR 204m.

Shareholder structure

The largest shareholder, with a 30% stake, is OAO Holding, followed by retail (22%), pension funds
(21%) and other institutional investors (14%). Management and employees hold a significant portion of
the company’s shares (11%), while 2% of the shares are held by the company. The free float is 67%.
OAO Holding, a Russian investment fund with a broad portfolio of assets, entered the company in 2007.

Shareholder structure

Treasury shares
Management & 206

employees
11%

OAO Holding Russia
30%

Other instit. investors
14%

Pension funds
21% Retail

22%

Source: Company data, WOOD Research

Company structure

AD Plastik Group is the parent company under which six subsidiaries are consolidated: one in Croatia,
two in Russia, and one in each of Serbia, Slovenia and Hungary. AD Plastik also holds a 50% share in
a Romanian JV, Euro APS, with partner Faurecia, which is the operator and which consolidates EAPS.

AD Plastik: company structure

AD Plastik
Group
]
| ] L] L] L] L] L] L |
: AO AD Plastil AD Plastik ZAO AD AD Plastik Euro APS
D [Pl G Togliatt Plastik Kalug ABIP d@a (50%)

Source: Company data

Operations

In Croatia, the Zagreb plant specialises mainly in parts for Renault’'s Slovenian plant in Revoz (Clio,
Twingo and Smart). The Solin plant in Croatia is engaged in smaller plastic parts manufacturing. In
Russia, AD Plastik has two production sites, in Kaluga and Samara, supplying the local market. In Serbia,
AD Plastik has a Mladenovac plant, whose main customers are Fiat and Renault. Lastly, Hungarian
Tisza supplies mainly Suzuki, Bentley and VW, focusing on injection and blow molding. EAPS, in
Romania, supplies Dacia.
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Financials

Income statement

HRK m 2016 2017 2018 2019 2020E 2021E 2022E
Revenues 936 1,090 1,321 1,542 1,192 1,354 1,468
Cost of Raw Materials -26 -61 -103 -171 -114 -131 -147
Cost of Goods Sold -462 -546 -663 -731 -551 -627 -685
Gross profit 447 482 555 640 526 596 636
Operating expenses -312 -324 -393 -443 -388 -453 -447
EBITDA 136 158 162 197 138 143 189
Depreciation =77 -83 -91 -110 -104 -108 -110
EBIT 59 75 71 87 34 34 79
Profit from Associates 43 56 50 41 14 22 24
Net financial income -53 -52 -34 -14 -16 -12 -14
Profit Before Tax 49 79 87 114 33 44 89
Taxes 1 -9 3 -11 -2 -4 -9
Net Income 50 70 89 103 31 40 80
Source: Company data, WOOD Research
Balance sheet
HRK m 2016 2017 2018 2019 2020E 2021E 2022E
Fixed Assets 930 919 1,002 1,088 1,105 1,132 1,138
Intangible assets 119 105 111 105 98 141 136
Property, plant and equipment 700 650 709 787 809 790 798
Investments in associates 83 97 92 93 94 96 99
Other 28 67 90 104 105 105 105
Current Assets 410 433 565 596 581 638 671
Inventories 108 155 231 207 187 174 193
Trade receivables 133 199 219 270 262 244 271
Cash and cash equivalents 10 10 36 27 41 129 113
Other 160 69 79 92 91 91 94
Total assets 1,341 1,351 1,567 1,685 1,687 1,770 1,809
0 0 0 0 0 0 0
Current Liabilities 454 394 501 576 593 647 645
Short Term Borrowing 223 142 148 232 219 260 253
Payables 144 173 224 237 243 227 251
Other 87 79 129 106 130 160 142
LT Liabilities 833 810 1,064 1,075 1,033 1,067 1,065
LT Loans 186 204 278 238 208 198 198
Other LT liabilities 4 4 4 12 12 12 12
Total Liabilities 643 602 783 825 813 857 855
Minority Interest 0 0 0 0 0 0 0
Shareholders' Equity 697 750 784 859 874 913 953
Total Liabilities and Equity 1,341 1,351 1,567 1,685 1,687 1,770 1,809
Net debt 398 336 389 451 394 338 346
Source: Company data, WOOD Research
Cash flow statement
HRK m 2016 2017 2018 2019 2020E 2021E 2022E
CF from Operations 99 75 157 120 87 100 126
Thereof depreciation 7 83 91 110 104 108 110
Thereof changes in w/c -15 -88 33 -29 -23 -13 -19
CF from Investments 2 23 -117 -107 -14 -44 -94
Thereof CAPEX -54 -86 -115 -162 -72 -98 -156
Thereof Dividends Received 46 42 54 40 20 14 22
CF from Financing -103 -99 -14 -22 -60 31 -48
Thereof Dividends Paid -50 -35 -41 -52 -17 0 -40
Thereof Net Proceeds From Loans -50 -60 39 40 -43 31 -8
Cash Movement -2 0 26 -9 14 87 -16
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 21/09/2020 at 20:00 CET and disseminated on 22/09/2020 at 07:30 CET.
WOOD&Co’s rating and price target history for AD Plastik in the preceding 12-month period:

| Date | Rating I Date ] PT |
| 22/09/2020 | HOLD — initiation of coverage | 22/09/2020 | HRK 147 |

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 22 September 2020)
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# 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 Il 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 WOODG&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 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 EU Residents:

This investment research is for persons who are eligible counterparties or professional clients within the meaning of Directive 2014/65/EU of the European
Parliament and of the Council 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).

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
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.
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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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