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PURCARI WINERIES <WINE> Outperform
Wineries & Distilleries RON 12.26
3Q '22 Earnings Review Stock details
The Company published its 3Q '22 results on Tue, 15 Nov. A live presentation of the Rating Outperform
Company's results was available on the next day via conference call. Target price RON 12.26
Upside +40.9%
In the third quarter, the Company beat our expectations on both top and bottom Bloomberg / Reuters WINE RO /ROWINE.BX
lines, e:lxceeded its y/y growth al:ld margin guidan.ce for t.his -yfear, but the net profit Last close 22 Nov 2022 RON 8.70
was still below the last year’s print. The decrease in profitability came as a result of
several factors including - besides macro pressure and regional conflict - the more Market cap EUR71m
expensive wine stock caused by the 2020 drought, with a negative impact on the free Float 214%
gross margin. 3m avg daily volumes EUR 51k
A abs 3m -6.1%
Sales growth accelerated in 3Q Aabs 12m -39.1%
During 3Q '22, the Company’s sales of finished products rose by 21% y/y and by A% rel 3m (vs. BET) 0.2%
12% q/q to RON 69.4m, 9% above our estimates and higher than the 10-15% A% rel 12m (vs. BET) -31.7%

guidance. Revenues in Romania (main market) went up by 17.2% y/y and 13% q/q
to RON 35.7m (+7% vs. our estimates), as Bostavan and Purcari brands rose by
double-digit figures, while Bardar (a relatively new brand) showed the best
performance in terms of growth y/y (from a relatively small base). Sales in Moldova
(second biggest market) arrived at RON 16.3m, up 12.2% y/y and 2% below
estimates due to continuing growth across all channels.

As regards smaller markets, where the Company is trying to build brand awareness,
the most notable performance was in Asia (+2.5x y/y to RON 2.9m), while Poland,
Czech Republic and Slovakia sales posted 12-13% y/y growth rates. The evolution
of the sales in Ukraine was surprising (+4% y/y to RON 1.5m, 10x higher vs. our
estimate of RON 147k), growing despite the regional conflict. Taking into account
both sales from finished goods and the revenue from recently acquired waste
management business, the top line rose by 27% y/y to RON 75.9m (10% short of
our forecast).

Higher Opex amid COGS rise

Moving to the Opex side, COGS rose 56% y/y to RON 44m (15% above our
estimates) due to more expensive grapes from the 2020 vintage, leading to a gross
margin of 42%, down from 52.8% in 3Q '21 and below our estimates of 45%.
Regarding SG&A expenses, the Company managed to reduce costs for both
marketing and G&A on a q/q basis by 5.5% and 14.3%, respectively. However, on
y/y basis, marketing costs rose 11.1% to RON 7.3m (6% above estimates), while
G&A expenses surged 56.7% y/y to RON 7m (16% below forecasts). Consequently,
the result from operating activities amounted to RON 18m (-5% y/y, 21% above
our estimates), while EBITDA moved slightly lower to RON 22.1m (-4% y/y and
13% above our forecast).

Considering that the Company's net financial result turned into a loss of RON 756k
(vs. net gain last year of RON 3.3m) caused by a 50% y/y increase in interest-
bearing debt, net income slid 25.3% y/y to RON 14.5m, and remained above our
projection of RON 11m. Net profit a.m. reached RON 12.9m (-25% y/y but 21%
higher compared to our estimates), while the net profit margin arrived at 19%,
beating the Company’s guidance of 15% for 2022.

For the 9M ’22, revenues rose by 20% y/y to RON 200m (at the higher end of the
15-20% guidance), while net profit decreased by 11% y/y to RON 35.4m and the
net profit margin reached 18% (higher than the 10-15% guidance for 2022).

WINE vs. BET (rebased at WINE price on 22/11/2021)
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Key ratios / multiples*

FY‘21 3M ‘22 6M ‘22 9M ‘22

EPS (RON) qrLy 0.28 0.28 0.19 0.32
EPS (RON) 1M 118 121 117 1.06
P/E (x) 1197 7.79 782 8.8
P/S(x) 228 144 138 1.27
EV/EBITDA (x) 838 7.68 569 5.83
*Historical prices used for FY '21-6M 22
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Selected financials (IFRS, Consolidated)

RONm 3Q 22
Revenue 75.9
Romania 35.7
Republic of Moldova 16.3
Poland 4.1
Asia 2.9
Others 10.4
Other revenue* 6.4
Cost of sales (44.0)
Gross profit 319
Opex (except COGS) (13.9)
EBITDA 221
EBIT 17.9
Net profit 14.5
Net profit a.m. 12.9

Source: BTCP Research estimates, Company data

*Mostly revenue from waste management business in Romania.
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DISCLAIMERS

This research report has been produced by BT Capital Partners ("BTCP"), a financial investment services company, whose activity is regulated and supervised by the Romanian Financial Supervisory Authority ("FSA") and
is solely provided for informational purposes to customers or potential customers of BT Financial Group. This report is not directed to any person in any country in which the distribution of such report is unlawful. BTCP
will not treat recipients of this report as its customers by virtue of their receiving this report. This report may not be reproduced, redistributed or published, in whole or in part, without the prior express written permission
of BTCP, and BTCP does not accept any liability whatsoever for the actions of third parties in this respect.

This report provides general information only. The information and opinions contained herein constitute a judgment as at the date indicated, are subject to change without notice, and BTCP is under no obligation to update
or to keep current such information and opinions. Analysis reports may be updated or modified at a time when BTCP deems necessary. The date at which a report is published or modified are identified in its content and/or
in the distribution channels used. Information, opinions and statistical data contained in this report have been obtained or derived from current public information and sources believed to be reliable in good faith, without
having been independently verified, and no representation or warranty, express or implied, is made by BTCP as to their accuracy, completeness or correctness and BTCP does not warrant that the information is up to date.

BTCP may, to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of the securities referred to in this report, perform services for or solicit business from such issuers, and/or have a
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. BTCP may be providing or have provided significant advice or investment
services in relation to the investment concerned or a related investment. BTCP has management policies in effect in order to identify and confront conflicts of interest that may arise from such activities. BTCP applies
administrative and organizational measures to prevent and avoid conflicts of interest with regards to recommendations, including ways to protect information by separating analysis and research activities from other
company activities, presenting all relevant information about potential conflicts of interest In the reports and maintaining permanent objectivity in the reports and recommendations presented.

This report and the information contained does not constitute and should not be construed as an offer to sell, the solicitation of an offer to buy, to subscribe to, investment advice or personal recommendation for investment
in any securities discussed herein, and does not take into account the particular investment objectives, financial situations, or needs of individual customers. Users should consider whether any advice or recommendation in
this research is suitable for their particular circumstances and, if appropriate, seek professional advice. Nothing in this report constitutes investment, legal, accounting or tax advice and this report is not to be relied upon in
substitution for obtaining independent investment advice or for the exercise of independent judgment of the merits and risks of investments.

The analysis contained in this report is based on numerous assumptions. Different assumptions could result in materially different results. This report may include forward-looking statements which, by their nature, involve
risks and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future. No assurances can be given that the forward-looking statements in this report will be realized.
Moreover, investments in undertakings, securities or other financial instruments involve risks. The price and value of investments referred to in this research and the income from them may fluctuate. Past performance is
not necessarily indicative of future results, future returns are not guaranteed, and a loss of original capital may occur. BTCP, its affiliates, employees, agents, representatives and associates do not represent or imply any
performance level, results or guarantee in relation to any content hereof, nor do they make any claim that the use of this report will result in a particular profit or prevent any loss for a user.

This report may include references to financial instruments in connection to which BTCP could act as a market maker or liquidity provider, or coordinator of any public offering of the issuer's financial instruments in Romania
in the last 12 months, or as part of a contract with the issuer regarding the provision of financial investment services provided by BTCP or in connection with the production of this document. Also, BTCP could have a long or
short position at any time. BTCP may have made a personal transaction in any of the investments mentioned herein or in associated investments and/or may have a position or a holding in such an instrument.

This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of BTCP, BTCP has not reviewed any such site and takes no responsibility for
the content therein. Such address or hyperlink is provided solely for convenience reasons and information and the content of any such website does not, in any way, form part of this report. Accessing such website shall be
at the user's own risk.

In no event shall BTCP be liable to any party for any damages including without limitation, any direct, indirect, special, punitive, incidental or consequential losses or damages (including, but not limited to, damages for loss
of business profits, business interruption, or loss of savings), or any other damages arising - in any way, shape or form - out of the availability, use of or reliance on this report.

DISCLOSURES

BTCP or the authors of this report, may be subject to one of the situations below, with regards to the securities referred to in this report.

1. BTCP has acted as manager/co-manager/adviser in the underwriting or placement of securities of the subject(s) of this report in the past 12 months.

2. BTCP has offered investment banking /financial investment services for the issuer and/or have received compensation or the promise to receive compensation for Investment Banking /financial investment services from
the subject(s) of this report during the past 12 months excluding the cases covered under 1 and 13.

3. BTCP holds a long or short net position above 0.5% of the issuer's total share capital, calculated in accordance with Article 3 of Regulation exceeds (EU) 236/2012 and with Chapter IIl and IV of Commission Regulation
(EU) No.918/2012;

4. BTCP is a market maker or liquidity provider in relation to the securities of the subject(s) of this report.

5. BTCP owns five percent (5%) or more of the total share capital of the subject(s) of this report.

6. The subject(s) of this report and/or its affiliate(s) own five percent (5%) or more of the total share capital of BTCP.

7.BTCP has sent the research report to the subject(s) of this report prior to publication for factual verification.

8. BTCP has received compensation from the subject(s) of this report for the preparation of this research report.

9. Other significant interests of BTCP related to the issuer.

10. The equity research analyst(s) who prepared this report own(s) stocks of this Company.

11. The equity research analyst(s) who prepared this report has received and/or purchased stocks in this Company prior to the public offering of those stocks; the price and purchase date of the stocks: n/a.
12. The equity research analyst who prepared this report is a member of the Board of Directors /Supervisory Board or Executive Manager of this Company.

13. BTCP has acted as an arranger and/or credit facilitator and/or advisor in the issuance of bonds and/or in the provision of credit facility within the past 12 months
Note: At the date of this report BTCP or the authors of this report, are subject to the situations (9) and (10) with regards to the securities referred to in this report.

This report was issued by BTCP as part of BVB Research Hub project. BTCP has received compensation from Bucharest Stock Exchange for the preparation of this research report.

DEFINITION OF INVESTMENT RATINGS

Outperform - The stock is expected to yield absolute returns in excess of 15% over a 12-month investment horizon in terms of price and we recommend increased exposure relative to its blue-chip benchmark peers (BET
index).

Neutral - The stock is expected to yield absolute returns ranging from -15% to 15% over a 12-month investment horizon in terms of price and we recommend maintaining current exposure relative to its blue-chip benchmark
peers (BET index).

Underperform - The stock is expected to yield negative absolute returns of more than -15% over a 12-month investment horizon in terms of price and we recommend reduced exposure relative to its blue-chip benchmark
peers (BET index).

Restricted: The rating of the stock is restricted from disclosure owing to compliance or other regulatory/legal reasons.
Not Rated: The stock is not currently rated by BTCP Research.
Coverage in Transition: The rating of the stock is temporarily suspended due to changes in the research team.

RATINGS HISTORY
Type Date Price (RON) TP (RON) Rating
Coverage Initiation 19 Apr 2021 12.75 17.27 Outperform
Earnings Review 03 Mar 2022 10.55 U/R U/R
Company Update 01 Jul 2022 9.03 12.26 Outperform

Source: BTCP Research

Note: Prices adjusted for the current number of shares outstanding
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RATINGS DISTRIBUTION

Ratings Distribution as of 23 Nov 2022 Outperform Neutral Underperform Under Review Restricted Not rated In transition

Romanian Equity Research Coverage (26) 15% 15% 8% 8% 23% 31% 0%

Source: BTCP Research

ANALYST CERTIFICATION

The following analyst hereby certifies that the views expressed in this daily report accurately reflect their personal views about the subject securities and issuers and that no part of his compensation was, is, or will be directly
or indirectly related to the specific recommendations or views contained in the research report: Dumitru Procopovici.

FOR U.S. PERSONS ONLY

This research report is a product of BTCP, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research
analyst account.

This report is intended for distribution by BTCP only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S.
Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to
the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors, BTCP has entered
into an agreement with a U.S. registered broker-dealer.

First publication date: 23 Nov 2022; 15:30

First dissemination date: 23 Nov 2022; 15:40
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