VIRSI: H1 Results Review

VIRSI fueling energy and convenience

AS ‘Virsi-A’ (hereinafter referred to as ‘VIRSI’ or, the ‘Group’) H1
results came in right on target with our estimates. Fuel volumes sold
continued to outpace the market growth (in first 5 months of 2024
market: +0.9% vs. VIRSI: +6.3% y-0-y), indicating a steadily
increasing market share for VIRSI core business segment.
Consequently, convenience store sales saw similar growth,
contributing nearly as much as fuel segment to the Group's gross
profit. While the electricity segment continued to expand its
volumes, the declining wholesale prices resulted in a significant
pressure on gross margins, leading to a notable drop in the
segment's gross profit. While the Group has managed to maintain
healthy margins in its convenience store and fuel retail operations,
the competition in the fuel segment is expected to remain intense as
rivals are likely to make efforts to halt VIRSI's continuous market
share growth.

The fuel segment sales reached EUR 144.8m, reflecting a 12.6% y-o-
y increase, while gross profits amounted to EUR 9.4m, up 10.3% y-o-
y. As gross profits outpaced the growth in fuel volumes sold, it
suggests that fuel margins have remained resilient. This resilience
may be attributed to a higher proportion of B2C clients in the sales
mix, which generally yield higher margins. Alongside the growing
fuel volumes, convenience store sales also reported healthy growth,
reaching EUR 26.2m, a 15.2% y-o-y increase. Gross profits in this
segment grew to EUR 9.3m, up 16.7% y-o-y, resulting in a gross
margin of 35.3%, an improvement of 0.3 pp y-o-y. In contrast, the
energy segment recorded sales of EUR 13.1m (+30.8% y-0-y), while
the gross profit in the energy segment dropped significantly to EUR
0.3m, a decline of 81.2% y-o-y.

In line with our estimates, VIRSI continued to expand its gas station
network, reaching 76 stations (79 including independent

convenience stores) at the end of H1 2024, an increase of 4 gas
stations y-o-y. Consequently, operating expenses in H1 rose to EUR
15.7 m, reflecting a 24.1% y-o-y increase primarily due to the
growing gas station network and general salary inflation.
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Company profile

Listing market Nasdaq Riga First North
Ticker VIRSI
Industry Speciality Retailer
Website www.virsi.lv/en
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I TTM Price Performance

Target Price

Share Data (August 9, 2024)

Current price, EUR 4.05
Target price, EUR 491
Potential Upside/Downside, % 21.23
52 week Low/High, EUR 3.99/4.50
3 month av. daily volume 964
Market cap, EURm 61.3
Ordinary shares 15.1

Valters Smiltans

Valters.Smiltans@Signetbank.com

+371 66956529

Key Numbers (EURm) 2024E 2025E 2026E 2027E 2028E

Revenue 220.9 375.1 343.7 370.7 402.6 436.4 454.8 469.9
EBITDA 9.7 12.3 13.7 14.3 17.2 20.1 22.1 22.9
Operating Profit 6.1 7.9 8.7 8.2 10.2 12.3 13.7 14.4
Net Profit 6.6 10.4 5.1 5.9 7.8 9.5 10.1 114
Total Assets 101.4 133.2 135.8 145.5 162.1 177.9 182.9 186.0
Net Debt 19.6 17.5 26.2 34.7 40.9 45.4 39.2 32.4
Total Equity 50.0 66.5 69.6 74.7 81.6 90.0 96.5 104.1
CAPEX 14.6 10.0 16.8 19.6 20.3 20.9 9.2 9.2
EV/Revenue (x) 0.4 0.2 0.3 0.2 0.2 0.2 0.2 0.2
EV/EBITDA (x) 9.2 6.7 6.6 6.0 5.0 4.3 3.9 3.7
P/E (x) 10.8 6.4 13.1 10.4 7.9 6.4 6.1 54
P/Book (x) 1.4 1.0 1.0 0.8 0.8 0.7 0.6 0.6

Source: VIRSI, Signet Bank for estimates. Valuation multiples 2024-2028E are calculated based on the share price EUR 4.05 at August 9, 2024.
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Business expansion, combined with pressure on overall
margins and rising operating expenses, resulted in a lower
operating profit of EUR 3.4m, down 35.8% y-o-y. The high
capital expenditure required for expansion and its debt
financing necessities kept financing costs high.
Additionally, the decrease in electricity prices led to
negative value change of electricity swap agreements. As a
result, net profits were recorded at EUR 2.0m, representing
a 36.4% y-o-y decline.

VIRSI's H1 bottom line decline is no surprise, given the
growth-oriented nature of the Group. We view the
continuous growth in fuel volumes and VIRSI's vertical
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integration efforts in the energy sector positively. We
expect H2 results to show improvement over H1, with new
gas stations contributing to fuel and convenience store
gross profits. While the growing gas station network will
continue to add staff and its related costs, salary inflation
should decelerate going forward. We acknowledge the
intense competition in the energy sector, which could exert
additional pressure on margins, potentially lowering our H2
forecasted results. Overall, considering the Group’s
successful gas station expansion and relatively stable
margins in core segments, we remain positive on the stock
for now.

H1/24A H1/23A % y-o-y H1/24E Dev abs. Dev, % H2/24E FY23A FY22A % y-o-y
Net sales 185.32 162.37 14.1 177.0 (8.3) -5% 193.68 343.73 375.11 69.8
Gross profit 19.11 17.93 6.6 18.8 (0.3) -1% 21.11 37.69 32.77 26.7
EBITDA 6.30 7.60 (17.1) 6.2 (0.1) -2% 8.08 13.75 12.32 27.1
Operating profit 3.37 5.25 (35.8) 3.3 (0.1) -3% 4.93 8.68 7.90 30.2
Net profit 2.01 3.16 (36.4) 2.0 (0.0) -1% 3.91 5.10 10.31 55.9
Gross margin, % 10.3 11.0 11.0 8.7
EBITDA margin, % 3.4 4.7 4.0 3.3
Operating margin, % 1.8 3.2 2.5 2.1
Net margin, % 1.1 1.9 1.5 2.7

Source: VIRSI; Signet Bank for estimates



Investment case
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We believe VIRSI has a strong opportunity to sustain and further expand its market share in the Latvian energy market

Key attractions of the investment case for VIRS

image as a leading domestic energy trader with

Iinclude its strategic focus on growth, the potential to leverage its

a clear focus on the Latvian market and local customers, and its proven

track record in profitably developing the convenience store concept

Key Risks:

High competitive intensity
Slower than expected expansion
Weaker margins

High volatility of oil price

Period weights

Key Drivers:

Strong brand image
Good profitability track record
Diversification of fuels

Expansion in energy trading

Weighted Value Period C ibuti
Per Share, EUR 2024E 2025E weighted Weights ~O7TUH o1
Method 33% 33% value
DCF 4.86 70% 3.40
EV/EBITDA 3.48 4.52 5.39 4.47 10% 0.45
P/E 5.96 5.86 6.55 6.12 10% 0.61
P/CF 2.87 4.90 5.50 4.43 10% 0.44
Total weighted value per share 4.91
DCF
P/BV
P/E
EV/EBITDA
1.9 2.9 3.9 49 5.9 6.9 7.9

Source: Signet Bank
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Sign-off time: August 12, 2024, 18:00

The report has been prepared by Signet Bank AS, hereinafter referred to as ‘Signet Bank’. The copyright in this report
belongs to Signet Bank. The responsible analyst for this report is Valters Smiltans. The report is prepared solely for the
informational purposes, and is not construed as a personal investment advice or recommendation. Signet Bank does not
recommend taking any actions based on this report. The stock analysis report is not an offer to sell or a solicitation to buy
securities, and it should not be interpreted as such. The Bank and its employees shall not be liable for any losses or
damages which may result from or be in connection with reliance upon the information provided.

The report may not be reproduced, redistributed or published in any form whatsoever (in whole or in part) without prior
written permission of Signet Bank. The user shall be liable for any non-authorized reproduction or use of this report,
whether in whole or in part, and such, reproduction may lead to legal proceedings. Signet Bank does not accept any liability
whatsoever for the actions of third parties in this respect. This information may not be used to create any financial
instruments or products or any indices.

Neither Signet Bank nor its board members nor its representatives nor its employees will accept liability for any injuries,
losses or damages, direct or consequential, caused to the reader that may result from the reader’s acting upon or using the
content contained in the publication.

Readers of this report should be aware of that Signet Bank is constantly seeking to offer investment banking services to
companies (hereinafter, ‘Company’ or ‘Companies’) mentioned in research reports or may have other financial interests in
those Companies.

Signet Bank currently has no active agreements with VIRSI regarding capital markets transactions. The Group was provided
with a copy of this report, excluding the valuation section, prior to its publication in order to verify its factual accuracy and
the report was not subsequently changed.

All reports are produced by Signet Bank’s Customer Relationship and Service department. In order to proactively prevent
conflicts of interest, Signet Bank has established several procedural and physical measures. Such measures include, among
other things, confidentiality measures through separation, or so-called “Chinese walls”, virtual and physical barriers to
limit the exchange of information between different departments, groups or individuals within Signet Bank. These
measures are monitored by the Compliance department of Signet Bank. Signet Bank does everything possible to avoid the
conflict of interests but it cannot guarantee that conflict of interests situations do not arise at all.

The responsible analyst(s) for the content of the report certifies that, notwithstanding any potential conflicts of interest
mentioned here, the opinions expressed in this report accurately reflect the personal views of the respective analyst(s)
concerning the companies and securities covered in the reports. The analyst(s) also certify that they have not received, are
not receiving, and will not receive any direct or indirect compensation for expressing their views or making specific
recommendations in this report.

This report is based upon information available to the general public. The information contained within has been compiled
from sources deemed to be suitably reliable. However, no guarantee to that effect is given and henceforth neither the
accuracy, completeness, nor the timeliness of this information should be relied upon. Any opinions expressed herein
reflect a professional judgment of market conditions as at the date of publication of this document and are therefore
subject to change without prior notice.

The analysis contained in this research report is based on numerous assumptions; different assumptions could result in
materially different results. Any valuations, projections and forecasts contained in this report are based on a number of
assumptions and estimates and are subject to contingencies and uncertainties. The inclusion of any such valuations,
projections and forecasts in this report should not be regarded as a representation or warranty by or on behalf of Signet
Bank or any person within Signet Bank that such valuations, projections and forecasts or their underlying assumptions and
estimates will be met or realized.

Where an investment is described as being likely to yield income, please note that the amount of income that the investor
will receive from such an investment may fluctuate due to currency exchange rate moves and taxation considerations
specific to that investor.

The information contained in this report does not constitute advice on the tax consequences of making any particular
investment decision.
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Signet Bank reviews its estimates at least once during financial reporting period and upon most major financial events.

The target price has been issued for a 12-18 month period and has been derived from a weighted approach combining both
DCF valuation and relative multiple comparisons. The relative multiple comparisons further incorporate additional
weighting considerations relating to the underlying metrics and time forecast periods. Company specific inputs have been
forecast and a list of peer companies has been compiled by the Signet Bank analyst(s) writing this research commentary,
whereas the consensus peer data has been obtained from Bloomberg. For more detailed information about the valuation
methods please contact the analyst(s) using the contact details provided above. Although we do not issue explicit
recommendations, for regulation compliance purposes we adhere to the following synthetic structure:

e Buy- Expected return of more than 10% within 12-18 months (including dividends)
e Neutral- Expected return from -10% to 10% within 12-18 months (including dividends)
e Sell- Expected loss more than 10% within 12-18 months (including dividends)

Signet Bank is launching equity research services and initiates its third company coverage. In the 12-month period
preceding 12.08.2024 Signet Bank has issued 3 recommendation, of which 100% have been ‘Buy recommendations’, 0% as
‘Neutral’, 0% as ‘Sell’ and 0% as ‘under review’. Of all the ‘Buy recommendations’ issued, 100% have been for companies
for which Signet Bank has provided investment banking services in the preceding 12-month period. Of all the ‘Neutral
recommendations’ issued, 0% have been issued to companies for which Signet Bank has provided investment banking
services in the preceding 12-month period. The classification is based on the above structure

For a list of recommendations that were disseminated during the preceding 12-month period, including the date of
dissemination, the identity of the person(s) who produced the recommendation, the price target and the relevant market
price at the time of dissemination, the direction of the recommendation and the validity time period of the price target,
please contact the analyst(s) using the contact details provided above.

Signet Bank believes this report is considered to be a minor non-monetary benefit as the product is free to everyone who
wishes to receive it and is therefore not an inducement according to Ch.7 in ESMA’s “Questions and Answers on MIFIDII
and MiFIR investor protection topics.
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