APF: Valuation Update o]

IPO targets downgraded: High cost of debt and import surge

The combination of tariff-free Ukrainian egg imports, delays in
barn construction, and higher-than-expected borrowing costs has pany p

led to lower-than-expected financial results. In response, the Listing market Nasdag Riga
Group has revised its financial targets downward for the upcoming  r;-or EGG

years. Consequently, we have revalued the stock to EUR 4.18, down

from our previous target of EUR 5.55. Industry Consumer staples
APF expects: a) number of eggs sold in 2024 to be 17% lower than Website https://apf.lv/
initially forecasted, while in 2025, the decrease will be 7%; b) 6

revenues, to decrease by 27% this year and by 13% next year; c)
EBITDA is expected to be 56% lower than forecasted in 2024 and 5.5
17% lower in 2025 5

‘ 2024 2025 2024 2025
Managements Guidance target target target target Diff/24 Diff/25] 45

New  New IPO IPO 4
Bars 3.5 R 5.-40% 0% 35
Laying hens (in thousands) 415 665 .. 665 . 665 -38% .| 0% 3
Eggs annually (inmillions) 99 168 19 180  AT% 7% W= TTM Price —— Target price
RevenueEURm eI SN (A . I Jl ©1a1€ Data (Oct S0, 2024)
Adjusted EBITDAEURM 2 70 a6 85 6% 1%  currentprice, EUR 39
Amidst the development pipeline, liquidity needs will be met Targetprice, EUR 4.18
through additional debt financing due to lower-than-anticipated Return, % 7.2

operating cash flows. We project the total required debt funding to
increase from previously expected EUR 12.1m to EUR 14.3m, where
the additional debt financing, according to the Group’s indications, Average 3m daily volume 140
will be provided by the UBO. On the positive note, as per H1 2024
results presentation, the final Capex for investment phase 1V is
reduced by ca. EUR 2m, stemming from lower construction costs Ordinary shares 5.73
than initially budgeted.

54 week Low/High, EUR 3.25/5.14

Market cap, EURm 22.3

*Target price set on 30t Oct, 2024
The import pressure on egg prices have deteriorated the Group’ s

financial stability amidst its investment stage, reflected in the
relatively high cost of debt. Understandably this has made us to .

revise downwards our earnings expectations with 2024 expected to Valters Smiltans
have EUR 0.8m net loss. Upon the completion of 4t barn in Jan Valters.Smiltans@Signetbank.com
2025, we anticipate the Group to breakeven in Hl 2025, with

positive earnings results coming in H2 2025 with all 5 barns fully +37166956529
operating. So far the construction of barns are going without

concerns, however, any additional delays could cause liquidity

issues for the Group.

Key Numbers (EURm) 2021 2022 2023 2024E 2025E 2026E 2027E 2028E
Sales (EURm) 3.9 1.2 13.3 12.3 21.0 24.8 25.3 25.8
Sales growth (%) (18.8) 185.1 18.6 (7.8) 70.8 18.2 2.0 2.0
EBIT (EURm) 0.7 1.0 1.1 0.2 3.0 4.2 4.3 4.3
Net profit (EURm) 0.1 0.3 0.5 (0.8) 1.1 2.1 2.1 2.9
CAPEX (EURmM) (2.9) (0.2) (0.6) (8.0) (5.5) (1.0) (1.0) (1.0)
Payout per share (EUR) - - - - - 0.2 0.2 0.2
Payoutyield (%) - - - 4.7 4.7 5.6
P/E (X) 43.5 n.a. 20.7 10.8 10.5 7.6
P/B (x) 3.8 4.2 35 3.0 2.6 2.2
EV/EBITDA (x) 175 36.2 6.8 5.1 5.0 4.9
ROA (%) 1.2 25 3.4 (3.9) 3.9 6.5 6.5 9.0
ROE (%) n.a. (36.7) 15.4 (14.0) 18.6 30.0 27.0 3.6

Source: APF, Signet Bank for estimates. Valuation multiples 2024-2028E are calculated based on the share price EUR 3.9 at October 30, 2024.


mailto:Valters.Smiltans@Signetbank.com
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The temporary suspension of import duties and quotas on Ukrainian agricultural exports announced by the EU
parliament, set to be extended until June 2025. Mid-term policy towards Ukrainian agriculture goods imports remains
unclear. The pressure on EU agricultural goods prices will be sustained as long as there are tariff-free imports. On the
positive note, the regulation also provides for an emergency brake for eggs, namely, the tariff-free quotas are limited to
2022 and 2023 average volumes which should somewhat ease the over-supply pressure. The EU's brake mechanism
was activated in July 2024, following a period when egg prices were trailing below last year’s levels. Since its launch, egg
prices have begun to align more closely with those of the previous year.

Evolution of the weekly EU*
average price for Class A eggs in packing stations

| Latest price ==> 216.88 EUR/100 kg I
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270 Evolution compared same period last year (Week 42) : - 0.2%
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Source: MS notifications (Commission Implementing Regulation (EU) 2017/1185)

Last but not least, we might see some positive barn egg demand and price tendencies from retail chains due to
voluntary initiatives by the largest retail chains in the Baltics which have committed to selling only cage-free eggs as of
2025.

Signet estimates New Estimates Old estimates

2024E 2025E 2026E 2024 2025
Net sales 12.3 21.0 24.8 16.3 23.8 23.9
Gross profit 3.2 6.0 7.4 4.2 6.4 6.6
EBITDA 0.7 3.8 5.0 29 4.9 5.1
Operating profit 0.2 3.0 4.2 2.2 4.0 4.1
Net profit (0.8) 1.1 2.1 1.7 3.3 3.5
Gross margin, % 26.3 28.7 30.0 26.0 27.0 275
EBITDA margin, % 5.7 18.0 20.3 17.6 20.7 21.3
Operating margin, % 1.7 14.1 16.8 13.6 16.8 17.3
Net margin, % (6.5 52 8.3 10.3 13.9 144

Source: Signet Bank



Valuation

We have approached the valuation of APF using DCF
analysis. Considering the Group's promising long-term
growth prospects and the scarcity of comparable listed
peers, we believe that the income approach better suits
APF’s valuation. Overall, based on our current estimates
for APF and other assumptions, we set our target price for
the Group at EUR 4.18 per share.

APF is a vertically integrated egg producer located in
Latvia. The Group primarily sells shell eggs but also
intends to scale up its egg product segment. Presently, the
Group can size its flock up to 165 thousand enriched cage
hens and 250 thousand barn hens, which produce 115m
eggs annually. The Group plans to increase its flock to
500k barn hens and 165k enriched cage hens by H2 2025,
producing 180 eggs annually. On November 2023, APF
concluded a successful IPO, raising c.a. EUR 5.2m to
finance its next development phase.

Key Risks:

» Disease outbreaks

«  Stiff competition/product similarity
* Feed price volatility

= High bargaining power of retail chains
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We anticipate that APF's strategic focus on expanding
barn egg production will grant the Group a competitive
edge and unlock opportunities within both local and
export markets. This direction aligns with evolving
consumer preferences and market demands, positioning
APF favorably to capitalize on these trends and gain a
stronger foothold in various markets.

The oversupply of Ukrainian eggs, resulting from the EU’s
tariff-free policy, has put significant pressure on APF's
sales and profitability, adding strain during its
development stage. The latter has weakened the Group’s
financial stability and outlook, which is now reflected in
lower FCFF and increased weighted average cost of capital
(WACC).

Key Drivers:

Market transition to barn eggs
Egg price inelasticity

Strong position in Baltic market

DCF Assumptions: gS;r‘r"a'“am"' 2025E 2026E 2027E 2028E  Term
Risk free rate 2.5%
: : EBIT 3.0 4.2 43 4.3
Market risk premium 5.1%
Taxes - (0.3) (0.3) (0.3)
Levered Beta 1.25
Non-cash charges 08 09 09 09
Country Risk Premium 1.8%
add e _ 2 o Capex (5.5) (L0O) (L0O) (L0O)
.comp. risk premium .0% -
b-MskP Change in NWC 06 01 (1) (01
Share of debt 65.0%
. ; FCFF (1.2) 3.8 3.7 3.8
Terminal sales growth 2.0% Discounted ECFF W a2 07 04 6.6
Cost of equit 14.6%
auity EV 33.8
Cost of debt 13.0% Net debt +
Cost of debt (terminal) 9.0% adjustments 9.9
WACC 13.58% Equity value 23.9
- Equity value per share
WACC (terminal) 11.03% (EUR) 4.18

Source: Signet Bank

Source: Signet Bank

Sensitivity of DCF value to changes in assumptions (EUR)

10.6% 11.6% 12.6% 13.6% 14.6% 15.6% 16.6%

1.1% 4.3 4.1 3.9 3.8 3.6 35 3.3

1.4% 4.4 4.2 4.1 3.9 3.7 3.6 34
1.7% 4.6 4.4 4.2 4.0 3.9 3.7 3.6
2.0% 4.7 4.5 4.4 4.2 4.0 3.8 3.7
2.3% 4.9 4.7 45 4.3 4.2 4.0 3.8
2.6% 5.1 4.9 4.7 4.5 4.3 4.2 4.0
2.9% 5.3 5.1 4.9 4.7 4.5 4.3 4.2

Source: Signet Bank



Report Tables 3]

Intangibleassets 00 00 0L 0l 0l 0Ol 0L 0l
Fixedassets 105 103 105 179 226 228 229 230
Immovablepropertles 43 ............. 42 .............. 41' .................. RRTUTOTTTRTR ] »
LeasehOIdlmprovements ................................................... ” OO ............. 00' .................. RRTUTOTTTRTR ] »
TeChn0|oglcaIeqUIpmentandmaChmery60 ............. 58 .............. 5 5' .................. RTTOTOUTTRTR ] »
Otherfixedassets 9> 02 03 - — e :
Fixedassetsunderdevelopment 01 02 02 - — e :
AdvanceSforflxedassetS ......................................................... SUTTTTRTRRRR SUUTTT O 3' .................. ERTUTOUTTRTR ] »
Non-current financial investments _ 01 o1 01 0.1 01 01
Total non-current assets . . 10.7 18.1 22.8 22.9 23.1 23.2

Cash and bank 0.0 0. 3.3 1.4 1.3 2.3 3.1 1.5

Total current assets 2.3 2.9 6.7 5.8 8.2 9.3 10.3 8.8

Sharecapital 17 47 95 95 95 95 95 95
Reseves 00 00 00 00 00 00 00 00
Brought forward from previousyear 44 (43 (39 (39 (42 (32 @1 (09
Current year profit or losses 0.1 0.3 0.5 (0.3) 1.1 1.1 1.1 1.5
Total equity (2.6) 0.8 6.1 5.3 6.4 7.4 8.5 10.1
Liabilities ................................................................................................................................................................................
Borrowings 109 56 47 91 141 141 71 11
Advances fromcustomers o o e N e :
Deferredlncome llllllllllllllllllllllllllll 2.6 2.5 2.4 5.6 4.5 4.5 4.5 4.4
Total non-current liabilities 13.5 8.1 7.6 14.6 18.6 18.6 11.6 15.5
Borrowings .02 26 17 22 02 02 72 02
Advancesfromcustomers o1 01 0ol  Oi 0f 0l 0l 0l
Tradepayables 1112 12 1120 20 21 21
Taxes andstate social insurancepayments 02 02 03 02 02 02 02 02
Othercreditors 91 00 0l 0l 0L 02 02 02
Deferredincome 91 o1 ol Ol 3L 32 32 32
Accrued“abl“tles lllllllllllllllllllllllllllllllllllllllllll 0.2 0.2 0.3 0.2 0.3 0.4 04 04
Total current liabilities 1.9 4.4 3.7 4.0 6.0 6.3 13.3 6.4
Total liabilities 15.3 12.4 11.3 18.6 24.7 24.9 24.9 21.9

Source: APF for historicals, Signet Bank for estimates
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ReveNUeS 39 . w2 183 .. 123 . 210 248 253 .258
Production costs (4.5) (9.1)  (9.8) (9.0) (15.0) (17.4) (17.7)  (18.)
Gross profit (0.6) 2.1 3.5 3.2 6.0 7.4 7.6 7.7
Distributionexpenses 04) . 09) .09 .09 . @D 12) ... (L3) ... (1.3)
Administrativeexpenses ...{08) 09 ... L5) ... L9) . .20 .. 2. .22 .22
Other operating income 2.3 0.7 0.2 0.2 0.3 0.3 0.3 0.3
Other operating expenses (0.1) (0.1) (0) (04 (02 (02 (02 (0.2
Operating profit 0.7 1.0 1.1 0.2 3.0 4.2 4.3 4.3
Depreciation & Amortization 1.4 0.4 0.3 0.5 0.8 0.9 0.9 0.9
EBTDA 0 (©n 13 15 071 38 50 51 52
Net financial expenses (0.5) (0.6) (0.6 (1.0) (L.9) (1.9) (L.9) (LY
Pre-tax profit 0.1 0.3 0.6 (0.8) 1.1 2.3 2.4 3.3
Income tax (0.0) (0.00 (0.0) (0.0 - (03)  (03) (03

1 - - -
DPS (EUR) - - - 0.2 0.2 0.2

Operating Activities

Profit or losses before corporate income tax 0.1 0.3 0.6 (0.8) 11 23 24 3.3
Adjust S B SR SO S B B 5
depre0|at|onand|mpa|rment03 ............. 0404 ............. 05 ............. 08 ............. 090909
Changeinreceivables .. ©n _(©n (©5 @10 ¢ ©h ©) (0l
Changeininventory = . .0l (©y 60 @3 ©h (O (0
Changeinpayables 9 . @©y 04 (O 30 . 02 . 00 0.0

Corporate income tax i0.0i i0.0i i0.0i i0.0i - iO.Si iO.Si iO.Si

Investing Activities

Net other financing items

Cash & equivalents at beginning of the year

Source: APF for historicals, Signet Bank for estimates
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Salesgrowth e (18.8) ... 1851 186 (78) . .. 708 . 182 .20 . 2.0
(Grossprofitgrowth na_ (4454) | 68.7 ..(88) .. 866 . 234 .20 . 2.0
BBl DAgrowth e na_  (29L4) . 105 (526) 4354 332 . . Y L7

Operating profit growth n.a 40.2 19.2 (8L7) 1332.0 40.6 1.9 1.9

Net profit growth n.a. 1447 59.2 (2514 n.a. 90.4 3.8 375

Gross margin (154) 187 266 263 287 300 300 300

Dividend Yield (%) - - - 4.7 4.7 5.6
Source: APF, Signet Bank for estimates. Valuation multiples 2023-2028E are calculated based on the share price EUR 3.9 at October 30, 2024.
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Sign-off time: October 30, 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.

In 2023, Signet Bank acted as the Global Lead Manager for the IPO of the shares of AS APF Holdings (hereinafter, ‘APE’)
with subsequent listing on Nasdaq First North Riga. Signet Bank has not made any arrangement with APF, whereby
Signet Bank’s research analysts independently produce research reports on APF. Signet Bank is also the certified adviser
for APF on Nasdaq Baltic First North on an ongoing fee-based arrangement.

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 atall.

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)

In the 12-month period preceding 30.10.2024 Signet Bank has issued 1 recommendation, of which 67% have been ‘Buy
recommendations’, 33% as ‘Neutral’, 0% as ‘Sell’ and 0% as ‘under review’. Of all the ‘Buy recommendations’issued, 67%
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, 33% 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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