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We have revised our estimates to account for the reduction in electrolytic
aluminium production and the new market conditions in terms of
aluminium and power prices. Although aluminium prices are now
significantly above the levels of previous years, the 3-4x increase in
power prices has rendered Alro’s production of electrolytic aluminium
uneconomic. We estimate that the cost per ton to produce stands c.65%
above LME aluminium prices currently. In this environment, the 60%
reduction in production for electrolytic aluminium, coupled with a
stronger reliance on internal and external scrap and ingots purchased
from third parties, makes sense to us, given that the latter are accounted
for/acquired at a discount to LME aluminium price. We see an easing in
power prices from 2024E-onwards which, we expect, could allow Alro to
restore production levels for electrolytic aluminium to closer to past
years. Aided by compensation for indirect emissions for 2021-22E, we
see the 2022E net profit reaching RON 305m, then falling to RON 193m in
2023E, assuming lower aluminium prices and compensation booked for
just one year. We estimate lower net profit again yoy in 2024E, despite
higher production of electrolytic aluminium, with profitability finally
improving from 2025E, on the back of falling power prices. We continue
to value Alro using a combination of our DCF analysis, and peer group
multiples, which yields a 12M PT of RON 1.62 (vs. RON 4.40, previously),
offering just 14% upside vs. the current price. We have downgraded the
stock from Buy to HOLD.

Aluminium prices were strong in 1Q22, but could retreat from 2Q22E. The
LME aluminium price stood at USD 3,280/t in 1Q22, but has since dropped to
USD 2,800/t. We understand from the management that Chinese supply could
be putting pressure on aluminium price and margins, and thus anticipate a less
rosy outlook for the rest of the year. We assume an average aluminium price
of USD 2,900/t for 2022E. We see further pressure in 2023E, with prices
stabilising at USD 2,400/t from 2024E-onwards. Falling aluminium prices could
be accompanied by falling power prices, in our view, which should ease Alro’s
margin pressure.

Compensation for indirect emissions to be approved this year. With
soaring power prices, we see the cost of electrolytic aluminium exceeding
USD 4,700/t, and even with the shift in production towards scrap/ingot
processing, we expect gross margins to be negative. As such, we see the
compensation for indirect emissions as key to the profitability of Alro,
potentially covering 63-74% of the power costs to produce electrolytic
aluminium over 2022-26E.

Adiscountto its peers, but negative FCF. Alro trades at 64%/35% discounts
vs. its international peers on our 2022E/23E P/Es of 3.3x/5.2x, and 43%/13%
discounts on our 2022E/23E EV/EBITDA of 3.5x/4.6x. We anticipate negative
FCF in 2022E and a near-zero FCF in 2023E, which weighs on our DCF.

Key risks. Macro slowdown and competition from Chinese producers affecting
aluminium prices and premiums; delays in the approval/payment of State aid;
the risk of power prices remaining elevated; liquidity and overhang risks.

Expected events

2Q22 results 10 August
3Q22 results 14 November
Key data

Market cap EUR 205.1m
Free float 12.4%
Shares outstanding 713.8m
Major shareholder Vimetco NV 54.2%
3M ADTV EUR 19.8k
Bloomberg Code ALR RO
BET Index 12,391.31

Price performance

52-w range RON 1.34-3.00
52-w performance -48%
Relative performance -57%

Alro 12M share price performance
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Year Sales EBITDA Net Profit EPS EPS P/E EV/EBITDA ROE DPS Dividend

x) (%) (RON) Yield

2019 2,778 247 -67 -0.09 -129% -24.7
2020 2,515 567 335 0.47 -593% 4.8
2021 3,500 381 26 0.04 -92% 38.3
2022E 3,671 647 305 0.43 1051% 3.3
2023E 3,232 506 193 0.27 -37% 5.2
2024E 3,827 489 173 0.24 -11% 5.9

11.5 -7.0% 0.00 0.0%
4.4 36.1% 0.00 0.0%
4.9 2.4% 0.00 0.0%
35 24.1% 0.00 0.0%
4.6 12.8% 0.00 0.0%
5.2 10.2% 0.00 0.0%
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Company snapshot - HOLD, RON 1.62

SHARE PRICE PERFORMANCE

COMPANY DESCRIPTION

Source: Company data, WOOD Research

Bloomberg ticker ALR RO Alro is an integrated aluminium producer, with its own bauxite mines in Sierra Leone and an
Closing price (RON) 1.42 4 alumina refinery with a capacity of 600ktpa in Tulcea, Romania. It can produce up to
Price target (RON) 1.62 265ktpa of electrolytic aluminium in Slatina, Romania and has recycling capacity of 35ktpa
Upside to PT 14% S== s of aluminium scrap. The company can process up to 100ktpa of flat-rolled products and has
Shares outstanding (m) 713.8 2 capacity of 25ktpa for extruded products. Alro is targeting increasing its recycling capacity
MCAP (EUR bn) 205.1 to 100ktpa, and its processed aluminium production capacity to 156ktpa. The company
Free float 12% 1 does not have its own power production but management expects to benefit from the
ADTV (EUR '000) 19.8 scheme set up at the European level to compensate for indirect emissions costs. Following
52 Week Range (EUR) 1.34-3.00 0 the surge in 2022E power prices, it announced that it is reducing production of electrolytic

31-May-21  30-Sep-21  31-Jan-22 - R . ; ) h

aluminium by 60%, focusing instead on processing scrap and ingots from third parties.
== ALR RO

Ratios
PER SHARE RATIOS 2019 2020 2021 2022E 2023E 2024E VALUATION RATIOS 2019 2020 2021 2022E 2023E 2024E
EPS -0.09 0.47 0.04 0.43 0.27 0.24 P/E -24.7x 4.8x  38.3x 3.3x 5.2x 5.9x
CFPS -0.06 0.35 0.12 -0.49 -0.11 -0.31 P/CF -38.1x 6.5x  11.8x -2.9x -12.7x -4.6x
BVPS 1.08 1.52 1.56 1.99 2.26 2.50 P/BV 2.2x 1.5x 0.9x 0.7x 0.6x 0.6x
DPS 0.00 0.00 0.00 0.00 0.00 0.00
FINANCIAL RATIOS 2019 2020 2021 2022E 2023E 2024E EV/EBITDA 11.5x 4.4x 4.9x 3.5x 4.6x 5.2x
Gross Profit margin 8% 0% 14% 1% -14%  -19% EV/Sales 1.0x 1.0x 0.5x 0.6x 0.7x 0.7x
EBITDA margin 9% 23% 11% 18% 16% 13% EV/EBIT 28.6x 6.2x 8.2x 4.6x 6.8x 7.9x
EBIT margin 4% 16% 7% 13% 11% 8%
Net margin -2% 13% 1% 8% 6% 5% Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
ROE -1% 36% 2% 24% 13% 10% Payout ratio 0% 0% 0% 0% 0% 0%
ROIC 10% 19% 5% 15% 10% 8% FCF yield 12% -3% 15% 8%  -35% -8%
ROA -2% 13% 1% 10% 5% 4%
Net debt / EBITDA 1.4x 1.3x 1.9x 1.8x 1.3x 0.0x
Bank debt to equity 1.6x 0.9x 1.1x 1.0x 0.9x 0.9x

INCOME STATEMENT, RONm 2019 2020 2021 2022E 2023E 2024E BALANCE SHEET, RONm 2019 2020 2021 2022E 2023E 2024E
Rewvenues 2,778 2515 3,500 3.671 3,232 3,827 Cash & cash equivalents 83 106 328 226 146 126
o/w primary 1,192 1,110 1,470 1,091 880 1,392 Accounts receivable 76 51 75 79 69 82
o/w processed 1,351 1,247 1,696 2,387 2,169 2,258 Inventories&other 829 678 1,006 1,055 929 1,100
o/w alumina 141 97 157 119 108 101 Total current assets 1,134 1341 1,550 2164 2,339 2780
o/w bauxite 77 51 15 15 15 15 PP&E 1,169 1,089 1,098 1,090 1,080 1,076
Gross profit 227 -7 493 -266 -439 -722 Other LT assets 159 200 224 224 224 224
EBITDA 247 567 381 647 506 489 Total fixed assets 1328 1289 1322 1314 1304 1.300
EBITDA margin 9% 23% 11% 18% 16% 13% Total assets 2462 2,629 2,872 3478 3,643 4,080
EBIT 99 400 228 489 346 325 Other current liabilities 973 324 270 270 270 270
Pre-tax profit -33 366 58 363 230 205 Accounts payable 206 234 315 330 291 344
Net profit -67 335 26 305 193 173 Total current liabilities 1,179 558 585 601 561 615
Debt 380 852 1,045 1,320 1,330 1,540
CASH FLOW, RONm 2019 2020 2021 2022E 2023E 2024E Provisions and other 83 87 84 85 86 87
CF from Operations 98 323 241 -203 70 -60 Othe LT liabilities 49 45 41 51 51 51
Of which depreciation 153 167 153 158 161 164 Total liabilities 1692 1542 1755 2057 2028 2293
Of which changes in w/c -25 -164 9 -701 -294 -407 Minority interest 2 3 2 2 2 2
CF from Investments -141 77 -155 -150 -150 -160 Total shareholders' equity 768 1,085 1,114 1419 1612 1,784
Of which capex -159 -83 -148 -150 -150 -160 Total liab. & equity 2462 2629 2872 3478 3.643 4,080
ECFE -44 247 86 -353 -80 -220
Dividends -325 0 0 0 0 0 Net Debt 1,171 870 854 1,232 1,322 1,552
Net equity issues 0 0 0 0 0 0
Change in Net debt 424 -301 -16 378 90 230
2019 2020 2021 2022E 2023E 2024E 2019 2020 2021 2022E 2023E 2024E
Sales growth -1% -9% 39% 5% -12% 18% RON/EUR 4.75 4.84 4.92 4.95 5.02 5.10
EBITDA growth -49%  129%  -33% 70%  -22% -3% RON/USD 4.24 4.24 4.16 4.55 4.62 4.69
EBIT growth -73%  303% -43%  114% -29% -6% USD/EUR 1.12 1.14 1.18 1.09 1.09 1.09
Net income growth -129% -598%  -92% 1058%  -37%  -11%
Power price, RON/MWh 237 254 275 760 859 717
CO2 price, EUR/on % 5 w2 8 8@
2019 2020 2021 2022E 2023E 2024E LME Aluminium spot (USD /t) 1,791 1,704 2,480 2,900 2,600 2,400
Primary aluminium 55 -64 224 -100 -95 -231 Primary aluminium premium (USD/t) 431 346 367 250 350 350
Processed aluminium 33 -34 110 -258 -419 -570 Processed aluminium premium (USD/t 1,340 1,207 1,177 1,400 1,250 1,250
Alumina 74 28 38 42 26 29
Bauxite 54 43 44 40 40 40
ktpa 2019 2020 2021 2022E 2023E 2024E kt 2019 2020 2021 2022E 2023E 2024E
Primary aluminium 280 271 293 255 257 314 Primary aluminium 127 128 124 76 65 108
Processed aluminium 105 98 114 122 132 142 Processed aluminium 102 101 111 122 122 132
Alumina 461 426 499 219 219 350 Alumina 81 60 96 50 50 50
Bauxite 1,884 1,342 1,397 656 656 1,050 Bauxite 339 350 0 65 65 70

WOOD & Company



Changes to our forecasts

Power represents a hefty proportion of electrolytic aluminium production costs. Aluminium
producers require a minimum of 13MWh of power to produce 1t of aluminium. Looking at past aluminium
and European power prices, the cost to produce 1t of electrolytic aluminium, assuming 13.5MWh of
power used, stood at less than 40% of the LME aluminium price. At present, this is up to 100% of current
aluminium prices. Thus, without a cheap source of power, which is not linked to current European power
prices, electrolytic aluminium production is uneconomic at present. We expect power prices to move
lower from 2024E, but not much below EUR 100/MWh.

LME Aluminium price, 1m fwd German power price x 13.5
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Source: Bloomberg, WOOD Research

We expect pressure on aluminium price and margins going forward. With competition from Chinese
producers intensifying, Alro’s management sees pressure on both margins and aluminium prices in
2H22E. Thus, for FY22E, we have assumed an average aluminium price of USD 2,900/, vs. USD 3,280/t
in 1Q22. After the current boom in commodities prices, and also given the risk of slowing GDP growth,
we see aluminium prices moving towards USD 2,600/t in 2023E (from USD 2,800/t at present). As we
assume an easing in gas and power prices from 2024E, we expect to see aluminium prices falling further
to USD 2,400/t from 2024E-onwards, although still 20% above the average of the last 10 years. Looking
at the premiums achieved in 1Q22, these were very weak in primary products, probably due to increased
competition, but very generous in processed products. We assume that margins for primary products
remain weak for the rest of the year, as well. We then expect margins to decline for processed products,
but still remain elevated compared with past years. From 2023E-onwards, we forecast that margins
remain close to the averages of past years, at USD 350/t for primary products and USD 1,250/t for
processed products.

Aluminium price and premiums, USD/t
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Source: Company data, WOOD Research

A focus on scrap processing to reduce average production costs per ton. Although Alro managed
a positive gross profit margin of 9% in 1Q22, with lower aluminium prices and pressure on margins from
2Q22E-onwards, we expect this to turn negative, to -7.2% for FY22E (-9% in Alro’s 2022E budget). The
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main reason for the negative margin is the high cost of producing electrolytic aluminium, which we
calculate at c.USD 4,700/t. We see the latter staying relatively flat in 2023E, then falling from 2024E on
the back of lower power prices, to closer to USD 3,500/t in 2025E: still significantly above our estimated
aluminium price. To compensate for the decline in electrolytic aluminium production, Alro has increased
the volumes of scrap used, while also purchasing and processing ingots into semi-finished wire rod.
According to management, processing scrap/ingots reduces power consumption by 95% compared with
electrolytic aluminium. Scrap (both external and internal) and ingots are purchased and accounted for at
a discount to the LME aluminium price, reducing the average cost vs. cast primary aluminium products.

We see a similar production schedule in 2023E, with the bulk of primary production coming from scrap
and ingots. We then assume that production of electrolytic aluminium could rise to 150kt in 2024E and
175kt from 2025E-onwards. With the increase in electrolytic aluminium production, we see the need to
process external scrap at ¢.100ktpa from 2024E-onwards. The company had previously stated a goal of
processing up to 90ktpa of scrap, and this year’s shift in production has accelerated moves in that
direction. We also expect the focus on processed products to continue, with volumes rising towards the

Primary aluminium production, ktpa Volumes sold, ktpa
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The scheme aimed at protecting energy-intensive industries from the impact of CO2 prices on energy
prices, adopted at European level for the 2021-30, gives Alro the right to receive 10x the price of a CO2
certificate from the year prior to the reference year for each ton of primary aluminium produced. The
compensation is set taking into account: the aid intensity (0.75), applicable CO2 emissions factor (0.96);
an applicable product-specific electricity consumption efficiency benchmark (13.9MWh/t of product); the
actual output; and CO2 prices from the year t-1. In other words, assuming Alro were to produce just
electrolytic aluminium, for each MWh of power used for production, the company would receive 0.76x
the price of the CO2 certificate from year t-1. In past years, 70-75% of primary aluminium production has
been electrolytic aluminium. Based on the company’s production schedule for this year, we expect the
percentage to drop to 33% and assume that it stays close to 33% in 2023E.

Estimated power costs electrolytic aluminium, state-aid, RONm
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Given that the compensation is received for all the primary output (not just electrolytic aluminium), the
low percentage of electrolytic aluminium produced allows Alro to cover ¢.73-74% of its power costs from
the compensation over 2022-23E and enables it to become profitable. In the graph above, we have
accounted for State aid in the year that for which it is due for: not when it is actually received or booked
in accounting.

We assume rising production of electrolytic aluminium from 2024E. We see a risk from Alro
producing a low percentage of electrolytic aluminium, as the State could reconsider the suitability of the
formula and allow Alro to be compensated just for the production of electrolytic aluminium. This is one
of the reasons why we expect it to restart production of electrolytic aluminium as soon as possible.

Compensation scheme to be adopted within months. The local government has taken steps to adopt
the European legislation allowing energy-intensive players to be compensated for the rise in power prices
from carbon allowances. We understand from Alro’s management that the government has sent
pre-notification regarding the State-aid scheme to the European Commission and the whole approval
process should take several months. It expects to receive compensation sometime towards end-2Q22E/
early-3Q22E. We anticipate that it should receive the compensation for 2021 (RON 361m) in 2022E; for
2022E (RON 663m) in 2023E; for 2023E (RON 1.0bn) in 2024E, etc. We expect it to book the combined
compensation for 2021 and 2022E this year, however, amounting to c.RON 1.0bn; then compensation
for 2023E (RON 1.1bn) in 2023E; and for 2024E (RON 1.3bn reflecting higher primary aluminium
production) in 2024E, etc. The same thing happened in 2020, when the previous State aid scheme was
approved by the government. In 2020, Alro booked the compensation for both 2019 and 2020, and
cashed in the compensation for 2019, while the compensation for 2020 was received in October 2021.

2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E
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We anticipate negative free cash flows in 2022E, as we assume that only the compensation for 2021 is
cashed in this year, although we expect to see the impact from the compensation for both 2021 and
2022E in the 2022E net profit. On our estimates, negative FCF would be accompanied by a rise in net
debt from RON 854m as of end-2021 to RON 1.2bn as of end-2022E. Alro does not have a dividend
policy and, given the cash-flow constraints, we assume that it does not pay dividends during our
forecasting period.

Net debt, EBITDA (RONm), net debt/EBITDA Net profit, FCF (RONm), net profit margin
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Valuation - HOLD, PT at RON 1.62/share

Upside potential of 14%. Our price target (PT) of RON 1.62/share is based on two major valuation
tools: i) our DCF model, implying RON 1.38; and ii) a comparable valuation, based on the average of the
2022-24E EV/EBITDA multiples of its peer group, implying RON 1.85. In both methods we have applied
a 20% discount for the lack of liquidity.

Valuation summary

RON 12m PT
DCF 1.38
Peers 1.85
Average 1.62
Share price 1.42
Upside 14%

Source: WOOD Research

Discounted cash flow valuation: PT of RON 1.38/share
Our DCF valuation yields a PT of RON 1.38. This is based on the following assumptions:

4 A WACC of 11.5%, based on: a risk free rate of 6.5% and an equity risk premium of 5%; a debt
risk premium of 4% and a tax rate of 16%; an unlevered Beta of 0.85 and a levered Beta of 1.55,
based on the firm’s current capital structure; and a capital structure of debt to total capital of 50%.

4 A 1% terminal growth rate.
4 A liquidity discount of 20%.

Discounted cash-flows

RONm 2022E 2023E 2024E 2025E 2026E
Sales 3,671 3,232 3,827 4,253 4,492
EBITDA 647 506 489 735 742
EBITDA margin 17.6% 15.7% 12.8% 17.3% 16.5%
EBIT 489 346 325 567 571
Tax rate -16% -16% -16% -16% -16%
NOPLAT 411 290 273 476 479
D&A 158 161 164 168 172
Capex -150 -150 -160 -170 -180
Change in working capital -700 -293 -406 -262 -97
FCFF -281 7 -129 212 374
Discount factor 0.94 0.84 0.75 0.68 0.61
Discounted FCFF -264 6 -98 143 227
Growth rate 1.0%
WACC 11.5%
TV 3,581
Discounted TV 2,172
Discount FCF -212
EV 1,959
Net debt 854
Equity value 1,105
Equity value per share 1.55
Liquidity discount 20%
12m PT 1.38

Source: WOOD Research

WACC, 2022-26E

Risk free rate 6.5%
Equity risk premium 5.0%
Beta 1.55
Cost of equity 14.3%
Debt/total capital 50%
Bond spread 4.0%
Tax 16%
After tax cost of debt 8.8%
WACC 11.5%

Source: WOOD Research
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Peer valuation: PT of RON 1.85/share

Discount to its peers ranging from 35-64% on P/E and 13-43% on EV/EBITDA multiples on our
2022-23E estimates. Compared to its international peers, Alro trades at a 64% discount on our 2022E
P/E of 3.3x and a 43% discount on our 2022E EV/EBITDA of 3.5x. We note, however, the discrepancy
between the net profit and EBITDA figures, and the cashflows of 2022-23E.

The peer multiples imply a PT of RON 1.85/share. We have based our peers’ valuation for Alro on our
2022-24E EV/EBITDA median multiples, to which we have applied a 20% discount.

12m PT based on comparative valuation

2022E 2023E 2024E
Peers EV/EBITDA 6.1 53 5.2
Discount to peers 20% 20% 20%
Discounted multiples 4.9 4.3 4.1
EBITDA (RONm) 647 506 489
Implied enterprise value (RONm) 3,137 2,152 2,018
Implied equity value (RONm) 2,094 875 581
Implied weighted equity value per share (RON) 2.9 1.2 0.8
Weight 33% 33% 33%
Implied weighted equity value per share (RON) 1.66
12m price target (RON) 1.85
Source: Bloomberg, WOOD Research
Peer multiples
Company Country Mcap P/E EV/EBITDA Dividend yield
usDbn 2022E 2023E 2024E 2022E 2023E 2024E 2022E 2023E 2024E
Alro Romania 218 3.3 52 5.9 35 4.6 5.2 0.0% 0.0% 0.0%
Peers
Norsk Hydro Norway 15,717 6.3 7.2 8.1 3.6 3.9 4.0 10.1% 9.3% 8.4%
Kaiser Aluminum us 1,558 29.4 15.4 9.5 10.7 8.6 6.6 3.2% 3.5% 3.8%
Constellium Se France 2,297 7.0 8.0 6.3 6.1 5.3 4.4 n.a 0.7% n.a
Bhp Group Ltd Australia 152,842 7.1 8.2 115 3.8 4.1 5.2 11.6% 9.2% 6.3%
Inwido Ab Sweden 743 10.0 9.7 9.4 6.4 5.9 55 5.1% 5.3% 5.5%
Zehnder Group Switzerland 855 13.8 12.4 11.1 7.4 6.5 5.7 2.7% 3.0% 3.3%
Granges Ab Sweden 868 9.3 7.3 6.4 6.7 5.3 4.6 4.0% 4.9% 5.2%
Alcoa Corp us 11,240 5.0 5.7 6.2 2.7 2.5 2.7 0.7% 0.9% 0.5%
Hindalco Industries Ltd India 11,813 6.5 6.1 6.2 4.6 54 5.6 1.3% 1.5% 1.6%
Rio Tinto GB 117,875 5.9 7.8 9.1 3.6 4.4 5.0 12.3% 9.2% 7.2%
Aluminum Corp Of China  China 11,481 6.5 6.1 55 6.0 5.3 5.1 1.3% 1.5% 1.6%
Arconic Corp us 2,963 10.7 7.2 6.1 5.0 3.9 2.8 0.0% 0.3% 1.6%
AMAG Austria Metall Austria 1,385 14.4 18.1 16.6 7.8 8.7 7.8 4.0% 4.0% 4.1%
Alumetal Poland 152 211 14.0 13.3 7.5 7.5 7.2 0.0% 4.9% 5.9%
Grupa Kety Poland 1,347 9.4 9.8 9.0 7.8 7.5 7.1 8.8% 9.1% 9.8%
Median 9.3 8.0 9.0 6.1 5.3 5.2 3.6% 4.0% 4.6%
Alro: premium/discount -64% -35% -34% -43% -13% 2%| -3.6ppt -4.0ppt -4.6ppt

Source: Bloomberg, WOOD Research
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Financials

Profit and loss account

RONmM 2019 2020 2021 2022E 2023E 2024E 2025E
Revenues 2,778 2,515 3,500 3,671 3,232 3,827 4,253
Primary aluminium 1,192 1,110 1,470 1,001 880 1,392 1,609
Processed aluminium 1,351 1,247 1,696 2,387 2,169 2,258 2,466
Alumina 141 97 157 119 108 101 103
Bauxite 77 51 15 15 15 15 15
Other revenues 17 10 162 60 60 60 60
COGS -2,551 -2,522 -3,007 -3,937 -3,671 -4,549 -4,888
Gross profit 227 -7 493 -266 -439 -722 -635
Selling, general & administrative expenses -280 -323 -316 -285 -285 -299 -314
Other operating income 168 736 69 1,050 1,079 1,356 1,526
Other operating costs -15 -6 -17 -10 -10 -10 -10
EBITDA 247 567 381 647 506 489 735
EBIT 99 400 228 489 346 325 567
Financial expenses =77 -59 -42 -71 -87 -88 -101
Other financial costs -55 26 -129 -55 -28 -31 -34
Pre-tax profit -33 366 58 363 230 205 433
Profit tax -34 -31 -31 -58 -37 -33 -69
Net profit -67 335 26 305 193 173 364
Net profit (after minorities) -68 334 26 305 193 173 364
Dividends 0 0 0 0 0 0 0
% payout 0% 0% 0% 0% 0% 0% 0%
Margins
Gross margin 8.2% -0.3% 14.1% -7.2% -13.6% -18.9% -14.9%
EBITDA margin 8.9% 22.5% 10.9% 17.6% 15.7% 12.8% 17.3%
EBIT margin 3.6% 15.9% 6.5% 13.3% 10.7% 8.5% 13.3%
Net profit margin -2.4% 13.3% 0.8% 8.3% 6.0% 4.5% 8.5%
Source: Company data, WOOD Research
Balance sheet
RONmM 2019 2020 2021 2022E 2023E 2024E 2025E
Property, plant and equipment (PP&E) 1,169 1,089 1,098 1,090 1,080 1,076 1,078
Other non-current assets 159 200 224 224 224 224 224
Non-current assets 1,328 1,289 1,322 1,314 1,304 1,300 1,302
Inventories 829 678 1,006 1,055 929 1,100 1,222
Trade and other receivables 76 51 75 79 69 82 91
Cash and bank balances 83 106 328 226 146 126 235
Restricted cash 46 0 0 0 0 0 0
Other current assets 99 505 141 804 1,195 1,472 1,642
Current assets 1,134 1,341 1,550 2,164 2,339 2,780 3,191
Total assets 2,462 2,629 2,872 3,478 3,643 4,080 4,493
Shareholders’ equity 768 1,085 1,114 1,419 1,612 1,784 2,148
Minority interest 2 3 2 2 2 2 2
Total equity 770 1,088 1,116 1,421 1,614 1,787 2,150
Borrowings 380 852 1,045 1,320 1,330 1,540 1,550
Other non-current liabilities 132 132 125 136 137 138 140
Non-current liabilities 513 984 1,170 1,456 1,467 1,678 1,689
Trade and other payables 206 234 315 330 291 344 383
Borrowings 874 124 138 138 138 138 138
Other current liabilities 99 201 132 132 132 132 132
Current liabilities 1,179 558 585 601 561 615 653
Total equity and liabilities 2,462 2,629 2,872 3,478 3,643 4,080 4,493
Net debt 1,171 870 855 1,232 1,322 1,552 1,453
Net debt to EBITDA 4.7 1.5 2.2 1.9 2.6 3.2 2.0
Debt to total capital 0.6 0.5 0.5 0.5 0.5 0.5 0.4
Source: Company data, WOOD Research
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Cash flow

RONmM 2019 2020 2021 2022E 2023E 2024E 2025E
Net profit -67 335 26 305 193 173 364
+ Depreciation 153 167 153 158 161 164 168
+/- Others 38 -15 54 36 11 11 11
+/- Working capital change -25 -164 9 -701 -294 -407 -263
Operating cash flow 98 323 241 -203 70 -60 279
- Capex -141 =77 -155 -150 -150 -160 -170
Free cash flow -44 247 86 -353 -80 -220 109
- Dividends paid -325 0 0 0 0
+/- Increase in debt 248 -224 137 250 200
Financing cash flow =77 -224 137 250 200
Beginning cash 204 83 105 328 226 146 126
Change in cash balance -120 22 223 -103 -80 -20 109
Ending cash 83 106 328 226 146 126 235

Source: Company data, WOOD Research

Ratios

2019 2020 2021 2022E 2023E 2024E 2025E

Number of shares, m 713.78 713.78 713.78 713.78 713.78 713.78 713.78
EPS (RON) -0.09 0.47 0.04 0.43 0.27 0.24 0.51
- EPS growth -129% -593% -92% 1051% -37% -11% 111%
Dividend, RONm 0.0 0.0 0.0 0.0 0.0 0.0 0.0
DPS (RON) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
- Payout ratio 0% 0% 0% 0% 0% 0% 0%
Dividend yield 0% 0% 0% 0% 0% 0% 0%
FCF yield -3% 15% 8% -35% -8% -22% 11%
BVPS (RON) 1.08 1.52 1.56 1.99 2.26 2.50 3.01
ROE -7% 36% 2% 24% 13% 10% 18%
PER (x) -24.65 4.78 38.28 3.33 5.25 5.88 2.79
EV/EBITDA (x) 11.49 4.36 4.91 3.47 4.61 5.25 3.36
P/BV (x) 2.18 1.47 0.91 0.71 0.63 0.57 0.47

Source: Company data, WOOD Research
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Important disclosures

This investment research is published by WOOD & Company Financial Services, a.s. (“WOOD&C0”) 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 the assignment of Bucharest Stock Exchange (having its registered office in Bucharest, 34-36 Carol | Avenue, 13-
14th Floor, 2nd District, registered with the Trade Register under noJ40/12328/13.07.2005, VAT Number RO, Unique Registration Code 17777754) (“BSE”)
under the agreement which was concluded by and between BSE and WOOD&Co and WOOD&Co will receive a renumeration for this commitment. BSE shall
not be liable for the content of this investment research, especially for the accuracy and completeness of the information therein and for the forecasts and
conclusions. 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 BSE.
WOOD&Co is entitled to all copyrights regarding this investment research.

This investment research was completed on 30/05/2022 at 16:45 CET and disseminated on 31/05/2022 at 07:35 CET.

WOOD&Co’s rating and price target history for Alro over the preceeding 12-month period:
Date Rating Date PT
15/04/2021 BUY - initiation of coverage 15/04/2021 RON 4.40
31/05/2022 HOLD 31/05/2022 RON 1.62

The history of all WOOD&Co'’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 61% 32% 6% 1% n.a. n.a.
IB Clients 1% 1% n.a. n.a. 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&Co'’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 31 May 2022)
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PZU 4,5
Romgaz 5
Santander Bank Polska 5
Shoper 1,2,3
Siauliu Bankas 5
STS 1,23
Ten Square Games 3
Transelectrica 5
Transgaz 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 Inthe 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  Apartner, 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).

WOODA&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 WOOD&C0) 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&Co0’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&COo’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 EU 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 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). 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 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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