
 

 
 

��������	��
�
�  �
������	��
�������������
�����

 

Viro 
����� Target price hurt by lower top line  

In line with our expectations Viro completed Sladorana’s capital increase of 
EUR 10 mn at the beginning of March 2010, thereby securing the 59.06% stake in 
Sladorana. We maintain our previous “hold” recommendation. However, the target 
price has decreased to HRK 416, mostly due to a lesser than expected 2009 top line 
base, in spite of lowered WACC components.  
 
���
��� The reported top line was well below our expectations, mainly due to a 38% 
yoy drop in exports. EBITDA margin was higher than we assumed. The reason was 
the positive change in inventories amounting to HRK 61.3 mn. Although reported 
operating income is almost half of what we anticipated, operating margin came in in 
line with our expectations at 9.6%. Finally, the bottom line was pretty close to our 
estimates. 
 
����

��� Major changes in our model refer to the top line, whereas profit margins 
are only slightly adjusted.� For the season 2010 Viro plans to produce a total of 
77,000 tonnes of beet sugar, which is more than the 69,000 tonnes we forecasted 
earlier. On the other hand, the planned quantity for the refinement of raw cane 
sugar is lowered to only 30,000 tonnes. Furthermore, we have decreased our 
estimated EU sugar price for 2010e from EUR 510 to EUR 490 per tonne. Hence, 
the projected top line for 2010e is lower as compared with our previous Company 
Update. Sladorana’s contracted sowing area amounts to 12,000 ha (14,000 ha in 
2009), hence we have lowered our sales growth rate assumption to 1%. Altogether, 
we arrived at a consolidated growth rate in 2010e o f 78.4% (almost unchanged). 
For Viro we revised operating margins upwards based on 2009 figures. However, 
Sladorana’s profitability is much lower, mainly due to a high personnel expenses 
burden. Consequently, near-term consolidated margins are lower than they would be 
on a stand-alone basis. 
 
�������
��  In the peer valuation, all multiples observed give a very wide range of 
derived prices. Hence, we assign 100% weight to the price derived via the DCF 
calculation method; we decrease our 12-month price target to HRK 416 (previously 
HRK 440) and stick to our “hold” recommendation. 
 

 

Price 26.04.10 388.7 

Price target 416.0 

Volatility risk high 

Year high/low 494/257 

Currency HRK 

HRK/EUR 7.26 

ADR rate n.a. 

Market capitalisation        
in EUR mn 74.1 

Free float 31.5% 

Free float in EUR mn 23.4 

Avg. daily turnover       
(12 m) in EUR mn 0.0 

Index CROBEX 

ISIN code HRVIRORA0001 

Bloomberg VIRORA CZ 

Reuters VIRO.ZA 

Datastream CR:VTS 

www.secerana.hr   
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Key ratios 
HRK 12/2008 12/2009 12/2010e 12/2011e 12/2012e 
EPS reported 1.7 2.5 38.9 44.7 30.2 

PE reported 205.6 142.2 10.0 8.7 12.9 

Adjusted EPS diluted 1.7 2.5 38.9 44.7 30.2 

Adjusted PE diluted 205.6 142.2 10.0 8.7 12.9 

Operating cash flow per share -107.0 161.8 91.4 65. 0 81.5 

Price cash flow -3.3 2.2 4.3 6.0 4.8 

Book value per share 300.2 333.4 370.0 414.7 434.5 

Price book value 1.2 1.1 1.1 0.9 0.9 

Dividend per share 0.0 0.0 0.0 11.0 12.0 

Dividend yield 0.0% 0.0% 0.0% 2.8% 3.1% 

EV/adjusted EBITDA 20.8 7.6 5.9 4.6 5.2 

Source: Viro, Raiffeisen Centrobank estimates 
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Viro 

Share price triggers 
Trigger Momentum Explanation 
� ��!�����"#���!������������!����� neutral �  Although further changes in the EU regulation are rather unlikely, the risks remain on the negative side 

$�%���!��������� negative 
�  Decreased biofuel price erodes raw sugar price (more of the raw sugar is retained in sugar production) 

�  Viro is a net sugar seller, therefore the company is negatively affected by decreasing sugar prices 

& ������!��������� negative 
�  The decrease in the white sugar price on world commodity exchanges negatively affects Viro’s top line, 

especially export revenues 

'��������� negative 
�  Natural gas is the most important energy input in sugar production 

�  Natural gas price in Croatia has increased by 200% for industrial clients since the beginning of 2010 

(�!�������
���
��
��)���
�� positive 
�  Any action taken towards further consolidation among domestic producers would have a positive effect 

on Viro’s operations  

Source: Raiffeisen  

 
Looking back: 4Q 09 
The reported 4Q top line was well below our expectations, mainly due to a 38% yoy 
drop in exports. In previous years most of the sales in 4Q were comprised of exports 
in EU. However, this time the EU sales, especially to Germany and the UK, were 
38% lower yoy.  
 

 
In spite of material expenses standing at 119.6% of revenues in 4Q 09, EBITDA 
margin was higher than we reckoned. The reason was the positive change in 
inventories amounting to HRK 61.3 mn. Furthermore, personnel expenses were lower 
than we forecasted, because of a lower number of seasonal workers and lower 
realized working hours. Depreciation expense increased due to investments in new 
equipment. Although reported operating income was almost half of what we 
anticipated, operating margin came in in line with our expectations at 9.6%.  
 
The company realized a financial loss of HRK -0.6 mn, while the remaining 
difference to EBT of HRK 6.4 mn is attributable to one-offs. Finally, the bottom line 
was pretty close to our estimates. 
 

Sales of sugar by market (kg) 
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Top line below expectations 

EBITDA improved by change in 
inventories 
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Viro 

Quarterly figures 
in HRK mn 4Q 08 4Q 09 +/- % RCB est. +/- % 3Q 09 +/- % 
Sales 287.4 151.0 -47.5 285.5 -47.1 137.2 10.0 

EBITDA 6.9 22.2 222.8 33.9 -34.6 21.5 3.2 

EBIT 0.5 14.6 2,666.2 27.4 -46.9 15.1 -3.3 

EBT -11.6 20.4 -275.2 19.0 7.1 -28.4 -171.8 

Net profit a.m. -11.6 20.4 -275.2 19.0 7.1 -28.4 -1 71.8 

EPS -8.43 14.78 -275.2 13.80 7.1 -20.58 -171.8 

EBITDA margin 2.4% 14.7%  11.9%  15.6%  

EBIT margin 0.2% 9.6%  9.6%  11.0%  

EBT margin  -4.0% 13.5%  6.7%  -20.7%  

Net margin  -4.0% 13.5%  6.7%  -20.7%  

Source: Viro, Raiffeisen Centrobank 

 

Outlook 
In line with our expectations Viro completed Sladorana’s capital increase of 
EUR 10 mn at the beginning of March 2010, thereby securing the 59.06% stake in 
Sladorana. Accordingly, the proportionate shares of Sladorana’s revenues and 
expenses are included from 2010e on. 
 
For the season 2010 Viro contracted a sowing area of 9,700 ha and plans to 
produce a total of 77,000 tonnes of beet sugar, whi ch is more than the 69,000 
tonnes we forecasted earlier. On the other hand, the planned quantity for the 
refinement of raw cane sugar is lowered to only 30,000 tonnes (previously expected 
70,000). Furthermore, the expected rise of sugar prices on the EU market failed in 
2009, thus we have lowered our estimated EU sugar price for 2010e from EUR 510 
to EUR 490 per tonne. Hence, our projected top line for 2010e is lower as 
compared with our previous Company Update (December 21, 2009). However, due 
to a lower base in 2009, Viro’s estimated stand-alone sales growth rate in 2010e 
has risen from 4.3% to 6.9%. 
 
Sladorana’s contracted sowing area amounts to 12,000 ha, less than 14,000 ha 
last year, hence we have lowered our estimated sales growth rate to 1%. Altogether, 
we arrived at an consolidated growth rate in 2010e of 78.4% (almost unchanged). 
In the following years we see the consolidated top line development as follows: 
14.2% in 2011e, 6.4% in 2012e, 4.1% in 2013e and 3. 3% in 2014e. 
 
We have revised the share of material expenses in sales upwards in comparison to 
2009 and our previous estimates, due to a lower production plan of cane sugar 
(higher margins as compared to beet sugar refinement), as well as the higher 
contracted price of sugar beet of EUR 35, up from EUR 32 per tonne in 2009.  
 
We maintain our previous material expenses estimates for Sladorana. As we stated 
in the previous Company Update, reconstruction of Sladorana’s facilities is planned 
for 2010e, but we believe that Viro has enough capacities to refine its own and 
Sladorana’s sugar. This transaction would have been classified as intra-group and 
would not appear in consolidated reports. Consolidated material expenses forecasts 
are set at 66% of sales in 2010e and 64.7% in 2011e . As we expect Croatia to 
enter the EU in 2012e, which will put Croatian sugar producers in the same position 
as other EU competitors (i.e. no duty-free import quota for raw sugar), we stick to 
higher material expenses estimates: 70.4% in 2012e, 70.8% in 2013e and 70.9% 
in 2014e. 
 

Proportionate share of Sladorana’s 
revenues and expenses included 
from 2010e on 

Lowered 2010e top line due to 
lower base in 2009 

Material expenses in 2010e 
revised upwards 
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Viro 

Viro has lowered its natural gas consumption through installation of new equipment. 
Moreover, they recently announced the possibility of obtaining additional savings 
through switching to new energy input – heavy oil – due to the 200% increase in 
gas prices for industrial consumers since the beginning of 2010. Hence, we expect 
consolidated purchased services expense to be somewhat lower in 2010e than in 
2009, at 11.2% of sales. For the 2011e-2014e period  purchased services are 
forecasted at 10.5% of sales on average.  
 
Due to Viro’s obligation to keep all of Sladorana’s employees for 5 years (starting 
from 2008) and a much higher Sladorana’s staff expenses percentage of sales in 
previous years, we forecast consolidated personnel expenses at 8.1% of sales in 
2010e (previously 7.9%) and expect them to decrease towards 5.9% in 2013e and 
2014e. Other expenses remain nearly the same at 3.9% of sales on average (due to 
cost optimization achieved through consolidation). 
 
For Viro we have revised operating margins upwards based on 2009 figures. 
However, Sladorana’s profitability is much lower, mainly due to the above 
mentioned high personnel expenses. Consequently, near-term consolidated margins 
are lower than they would be on a stand-alone basis. Derived EBITDA margins are: 
13.9% in 2010e, 16.0% in 2011e, 12.7% in 2012e, 11. 5% in 2013e and 11.4% 
in 2014e. 
 

Changes to forecast 
 old new  
���+$,���� �
�
�� �
���� �
���� �
�
�� �
���� �
���� $���
�����

Sales 1,185.4 1,281.4 1,342.9 945.5 1,079.6 1,148.4  

Lower base in 2009, lower production 
plans for cane sugar in 2010, 

accompanied by lower expected sugar 
prices 

Material expenses % of sales -65.7% -65.1% -71.0% -66.0% -64.9% -70.4% 

Lower production plan of cane sugar 
(higher margins as compared to beet sugar 

refinement), higher contracted price of 
sugar beet 

Purchased services % of sales -9.6% -9.7% -9.9% -11.2% -10.5% -10.5% Increased natural gas price 

EBITDA 159.66 206.12 170.53 131.05 172.38 145.39  

Source: Raiffeisen estimates 

 
After expiration of the lock-up period (2011), we think that part of Sladorana’s 
employees will sell their shares to Viro, hence we reckon with a decreasing minority 
interest. 
 
Our consolidated CAPEX estimate for 2010e stands at HRK 60 mn. In accordance 
with the terms of Viro’s contract with CPF, CAPEX for 2011e remains at 
HRK 100 mn. Until the end of our projection timeframe and for the perpetuity we 
maintain our estimated CAPEX at HRK 50 mn. We do not foresee any dividend 
payments in 2010e. For 2011e we estimated a dividen d of HRK 11, for 2012e 
HRK 12, for 2013e HRK 13 and for 2014e HRK 14 per s hare. 

Possible switch to new energy 
input – heavy oil 

Near-term consolidated margins 
lower than they would be on a 
stand-alone basis 

CAPEX & dividend assumptions 
unchanged 
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Except for the market risk, i.e. realized sales could be lower than we have 
forecasted, we see the main risk to our expectations in the deterioration of margins, 
as a result of possible changes in the EU sugar market regime and a significant 
increase of input prices. These changes influence the DCF valuation considerably. 
For any producer of agricultural goods, the factor weather should never be ignored. 
Nevertheless, Viro imports raw sugar from sugar cane, and that way reduces the 
impact of domestic weather risk. Last but not least, there is the threat of a negative 
impact of Sladorana’s facilities reconstruction on its profitability. 
 

Valuation 
For the calculation of the WACC we have lowered the risk-free rate and cost of debt 
components and derived WACC of 12% in 2010 and 9.8%  for perpetuity. 
Throughout our projection timeframe and in perpetuity we calculate with a risk 
premium of 6% and beta of 1.2. Based on the DCF valuation we estimate a fair 
value of equity of HRK 416 per share. 
 
In the peer valuation, all multiples observed give a very wide range of derived 
prices. Hence, we assign 100% weight to the price derived via the DCF calculation 
method; we decrease our 12-month price target to HRK 416 (previously HRK 440) 
and stick to our “hold” recommendation. 
 

Peer group valuation 
Peer group   P/BV EV/EBITDA 

Company name 2010e 2011e 2012e 2010e 2011e 2012e 
AB Foods Plc 1.44 1.35 1.26 7.60 6.97 6.51 

Agrana  1.25 1.19 1.13 9.28 8.45 7.82 

CSM 1.58 1.48 1.44 5.90 5.32 4.74 

Ebro Puleva Sa 1.55 1.47 1.38 8.64 8.24 8.24 

Danisco A/S 1.64 1.55 1.47 12.24 10.79 9.99 

Suedzucker Ag 1.22 1.16 1.10 8.64 7.61 7.25 

Tate & Lyle Plc 1.98 1.83 1.68 7.40 6.96 6.63 

            

.������ �/-�� �/�*� �/*-� 0/-*� 1/1�� 1/*��
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Peer group   P/E EV/Sales 

Company name   2010e 2011e 2012e 2010e 2011e 2012e 
AB Foods Plc 14.73 13.19 11.92 0.87 0.83 0.78 

Agrana  17.24 16.41 13.86 0.79 0.76 0.75 

CSM 14.11 11.85 10.36 0.53 0.50 0.49 

Ebro Puleva Sa 13.89 12.84 12.74 1.24 1.20 1.23 

Danisco A/S 21.88 18.19 16.33 2.02 1.91 1.81 

Suedzucker Ag 16.16 13.58 12.23 0.92 0.88 0.87 

Tate & Lyle Plc 12.32 10.95 9.91 0.86 0.84 0.82 
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Source: Bloomberg, Raiffeisen Centrobank estimates 

 

Lower risk free rates and cost of 
debt 

Target price: HRK 416  
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Viro 

Peer group performance 
Period   2010e 2011e 2012e 

Company name 
 EBITDA 
margin 

 EBIT 
margin 

 Net 
margin 

 EBITDA 
margin 

 EBIT 
margin 

 Net 
margin 

 EBITDA 
margin 

 EBIT 
margin 

 Net 
margin 

AB Foods Plc 11.5% 8.0% 5.0% 11.9% 8.3% 5.3% 12.0% 8.6% 5.6% 

Agrana  8.5% 4.4% 3.1% 9.0% 5.1% 3.1% 9.6% 5.7% 3.6 % 

CSM 9.0% 6.4% 3.9% 9.4% 7.0% 4.4% 10.3% 7.5% 4.9% 

Ebro Puleva Sa 14.4% 11.3% 7.1% 14.6% 11.6% 7.4% 14 .9% 11.9% 8.0% 

Danisco A/S 16.5% 11.1% 7.3% 17.7% 12.6% 7.5% 18.2%  13.1% 8.0% 

Suedzucker Ag 10.6% 6.9% 3.6% 11.6% 7.5% 4.0% 11.9%  7.8% 4.4% 

Tate & Lyle Plc 11.6% 8.2% 4.3% 12.1% 8.7% 5.1% 12. 4% 9.1% 5.6% 

                 

.�)������ ��/-2� 0/
2� �/*2� ��/�2� 0/*2� -/�2� ��/
2� 0/�2� -/�2�

.������ ��/12� 0/
2� �/�2� ��/*2� 0/12� -/*2� ��/02� �/�2� -/12�

���
� �*/�2� 0/�2� -/12� ��/
2� �/12� -/12� ��/12� �/02� */�2�

Source: Raiffeisen Centrobank estimates 
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Viro 

FCF projection (HRK mn) 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

NOPLAT 79.2 89.5 65.9 61.2 64.7 70.1 79.6 

Adj. NOPLAT 79.2 89.5 65.9 61.2 64.7 70.1 79.6 

Depreciation of PPE & intangibles 51.9 67.1 67.9 66 .0 64.4 60.0 50.0 

Gross investment in PPE & intangibles -60.2 -100.2 -50.2 -50.2 -50.0 -50.0 -52.0 

Change in working capital 19.3 -48.2 -3.3 3.2 8.3 1 .8 -4.8 

NWC/Sales 47.1% 45.7% 43.2% 41.3% 39.3% 38.0% 37.0%  

Change in LT provisions other than tax 0.0 0.0 0.0 0.0 0.0   

Net acquisitions & disposals -231.4 0.0 0.0 0.0 0.0  0.0  

Free cash flow to firm -141.2 8.3 80.3 80.3 87.4 81 .9 72.8 

�)3/�4������� �4�
%��
�4���� 10/�� 0/*� 0
/*� 0
/*� 01/�� 0�/�� 1�/0�

"��5�6	���)��������������
�� � 1�1/�� 0��/0� � � � �

MV of non-operating assets  0.0 0.0     

MV of net debt  53.0 80.0     

MV of minorities  186.4 178.8     

Adjustments to EV  0.0 0.0     

6����7�����
4��8����� � --0/�� 611.0    �

Shares outstanding (mn)  1.4 1.4     

9��������!�������� ��������
��
��:���+$,;� � �
�/
� ���/�� � � � �

 

Value drivers 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

Consolidated sales yoy 78.4% 14.2% 6.4% 4.1% 3.3% 3 .0% 1.0% 

EBITDA margin 13.9% 16.0% 12.7% 11.5% 11.4% 11.2% 1 1.0% 

Rate of taxes paid 0.0% -15.0% -15.0% -15.0% -15.0% -15.0% -15.0% 

Working capital/sales 47.1% 45.7% 43.2% 41.3% 39.3%  38.0% 37.0% 

Capex/depreciation 115.9% 149.2% 73.9% 76.0% 77.7% 83.3% 104.0% 

Free cash flow margin -14.9% 0.8% 7.0% 6.7% 7.1% 6. 4% 5.6% 

 

WACC 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

Target capital structure (at MV) 70.0% 65.0% 65.0% 65.0% 65.0% 65.0% 65.0% 

Debt/equity ratio (at MV) 42.9% 53.8% 53.8% 53.8% 5 3.8% 53.8% 53.8% 

Risk free rate (local) 6.0% 5.6% 5.1% 5.4% 5.3% 5.3 % 5.2% 

Equity market premium 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%  6.0% 

Levered beta 1.2 1.2 1.2 1.2 1.2 1.2 1.2 

Cost of equity 13.0% 12.6% 12.1% 12.4% 12.3% 12.3% 12.2% 

Cost of debt 7.0% 6.5% 6.1% 6.4% 6.3% 6.3% 6.2% 

Tax rate 0.0% -15.0% -15.0% -15.0% -15.0% -15.0% -15.0% 

&���� ��/�2� �
/�2� �/12� �/�2� �/�2� �/�2� �/02�

 

Growth sensitivity (HRK) Terminal growth rate 

WACC 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% -29.0% 

8.3% 441.0 466.5 495.4 528.1 565.7 609.3 660.4 

8.8% 406.1 428.3 453.3 481.4 513.5 550.2 592.8 

9.3% 374.7 394.3 416.0 440.4 467.9 499.2 535.1 

9.8% 346.4 363.6 382.7 �
�/
� 427.8 454.7 485.3 

10.3% 320.7 336.0 352.9 371.5 392.3 415.6 441.9 

10.8% 297.3 310.9 325.9 342.3 360.6 380.9 403.6 

11.3% 275.9 288.1 301.4 316.0 332.1 349.9 369.8 

 

Margin sensitivity (HRK) FCF margin TV 

WACC 4.6% 5.1% 5.6% 6.1% 6.6% 7.1% -24.4% 

8.3% 399.6 442.4 485.3 528.1 571.0 613.8 656.7 

8.8% 364.4 403.4 442.4 481.4 520.5 559.5 598.5 

9.3% 333.4 369.1 404.7 440.4 476.1 511.7 547.4 

9.8% 305.8 338.5 371.3 �
�/
� 436.7 469.4 502.2 

10.3% 281.1 311.2 341.4 371.5 401.6 431.8 461.9 

10.8% 258.9 286.7 314.5 342.3 370.2 398.0 425.8 

11.3% 238.7 264.5 290.2 316.0 341.8 367.5 393.3 

Source: Raiffeisen Centrobank estimates 

DCF valuation 

Sensitivity analysis 
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Viro 

Income statement (HRK mn) 12/2007 12/2008 12/2009 1 2/2010e 12/2011e 12/2012e 

�
��
��)���)������� 1��/-� 10�/
� -��/�� ��-/-� �	
1�/�� �	��0/��

Changes in inventories 74.2 -17.2 -19.9 21.3 17.8 1 7.7 

Own work capitalised 0.0 0.0 0.0 0.0 0.0 0.0 

Other operating income 10.7 16.5 20.1 16.7 17.7 18. 9 

<
������7������ 0��/�� 10
/�� -*
/�� �0*/-� �	��-/�� �	�0-/
�

Material costs -611.6 -667.3 -395.4 -730.2 -813.7 -929.1 

Personnel expenses -44.2 -38.5 -28.8 -76.1 -84.8 -67.0 

Other operating expenses -47.0 -37.4 -31.6 -46.1 -4 4.1 -43.5 

"=><5�� �
0/�� *1/�� 1�/�� �*�/
� �1�/�� ��-/��

Depreciation of PPE and intangibles -15.9 -20.0 -26.7 -51.9 -67.1 -67.9 

"=><�� ��/0� �1/�� �1/�� 1�/�� �
-/*� 11/-�

Amortisation, impairment of goodwill 0.0 0.0 0.0 0. 0 0.0 0.0 

"=><� ��/0� �1/�� �1/�� 1�/�� �
-/*� 11/-�

Investment income 0.0 7.6 7.7 0.0 0.0 0.0 

Net interest income -0.6 -13.1 -16.1 -24.1 -21.8 -2 1.2 

Other financial result -0.6 -9.3 -35.7 0.0 0.0 0.0 

6���������������� ��/�� ���/0� ���/�� ���/�� ���/0� ���/��

"�����!��?�4
�����@��� ��/-� �/�� */-� --/�� 0*/�� -�/*�

Taxes on income 0.0 0.0 0.0 0.0 -12.5 -8.4 

Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0 

A�����
4���?�4
������
������� ��/-� �/�� */-� --/�� 1
/� � �1/��

Minority interests 0.0 0.0 0.0 -1.4 -9.1 -6.1 

A�����
4����4�������
������� ��/-� �/�� */-� -*/0� ��/0� ��/1�

 

Balance sheet (HRK mn) 12/2007 12/2008 12/2009 12/2 010e 12/2011e 12/2012e 

��������������� 1-1/�� 1�
/*� -
�/�� ��
/1� �-�/�� �	
��/��

Liquid funds 209.5 171.7 166.4 367.2 311.0 344.3 

Receivables 229.5 300.1 138.2 264.7 302.3 321.6 

Inventories 318.6 317.6 191.8 302.6 340.1 344.5 

Other assets 0.1 1.0 6.2 6.2 6.2 6.2 

6�@�)�������� �0*/�� ��1/�� -
*/1� *�1/1� *-
/1� ***/
�

Property, plant & equipment 181.4 271.5 270.2 621.2  654.1 636.2 

Intangible assets 0.7 1.6 1.2 3.3 3.5 3.6 

Goodwill 0.0 0.0 0.0 -319.8 -319.8 -319.8 

Financial assets 1.1 144.5 232.4 13.0 13.0 13.0 

5�4����)���@�������� 
/
� 
/
� 
/
� 
/
� 
/
� 
/
�

<
����������� ��
/0� �	�
1/�� �	

�/*� �	�-0/�� �	*�
/*� �	*��/1�

�����������?�������� *1�/�� **�/�� ��0/�� ��-/
� ��0/-� � ��/��

B
�!���������?�������� 10/
� �-0/*� *�1/�� *�-/0� *�
/
� **0/��

( ��� 
�)���C��8����� ��
/�� ���/1� ��
/�� -��/�� -1*/
� -��/-�

.��
��������������� 
/
� 
/
� 
/
� �0�/�� �10/0� ���/0�

5�4����)���@����?�������� 
/
� 
/
� 
/
� 
/
� 
/
� 
/
�

<
�������?�������� ��
/0� �	�
1/�� �	

�/*� �	�-0/�� �	*�
/*� �	*��/1�

 

Cash flow statement (HRK mn) 12/2007 12/2008 12/200 9 12/2010e 12/2011e 12/2012e 
"�����!��?�4
�����@��� ��/-� �/�� */-� --/�� 0*/�� -�/*�
Taxes paid 0.0 0.0 0.0 0.0 -12.5 -8.4 
Amortisation and depreciation 15.9 20.0 26.7 51.9 6 7.1 67.9 
Other non-cash items 0.0 0.0 0.0 0.0 0.0 0.0 
��� �4�
%�4�
��������� �
1/�� ��/�� *
/�� �
1/
� �*0/
� � �-/1�
Change in working capital -6.8 -170.2 193.3 19.3 -4 8.2 -3.3 
��������!���� �4�
%� �

/-� ���1/0� ��*/�� ���/*� 0�/�� ���/��
Capex PPE and intangible assets -58.3 -111.1 -24.9 -60.2 -100.2 -50.2 
Acquisitions 0.0 0.0 0.0 -231.4 0.0 0.0 
Disposal of fixed assets (total) 0.0 -0.5 0.0 -0.6 0.0 0.0 
Other items (investments) -31.5 -143.9 -71.2 237.3 10.0 0.0 
>�7�����!���� �4�
%� �0�/0� ��--/-� ���/�� �-�/0� ��
/�� �-
/��
Dividend payments 0.0 0.0 0.0 0.0 0.0 -15.2 
Other changes in equity -6.6 -77.8 0.0 181.9 -16.7 -15.1 
Change in interest-bearing financial assets 97.8 35.9 -29.0 -17.3 -10.0 0.0 
Other items -74.1 -26.9 47.6 0.0 0.0 0.0 
� ��!�����A>=5� �1/�� ��1�/�� ���/�� �*�/�� ��1/
� *�/��

Source: Viro, Raiffeisen Centrobank estimates 

Financial statements 
(IFRS) 
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Viro 

Changes yoy 12/2007 12/2008 12/2009 12/2010e 12/201 1e 12/2012e 
Consolidated sales yoy 16.8% 7.5% -32.2% 78.4% 14.2% 6.4% 

EBITDA yoy -6.6% -65.8% 100.0% 76.2% 31.5% -15.7% 

EBITA yoy -11.8% -81.5% 177.9% 66.2% 33.0% -26.3% 

EBIT yoy -11.8% -81.5% 177.9% 66.2% 33.0% -26.3% 

EBT yoy -10.1% -97.4% 48.9% 1,473.8% 51.4% -32.5% 

Net profit after minorities yoy -10.1% -97.4% 48.9%  1,434.9% 14.9% -32.4% 

 

Margins 12/2007 12/2008 12/2009 12/2010e 12/2011e 1 2/2012e 
Material costs margin -84.2% -85.4% -74.6% -77.2% -75.4% -80.9% 

EBITDA margin 15.0% 4.8% 14.0% 13.9% 16.0% 12.7% 

EBITA margin 12.8% 2.2% 9.0% 8.4% 9.7% 6.8% 

EBIT margin 12.8% 2.2% 9.0% 8.4% 9.7% 6.8% 

EBT margin 12.6% 0.3% 0.7% 5.8% 7.7% 4.9% 

Net margin 12.6% 0.3% 0.7% 5.7% 5.7% 3.6% 

 

Balance sheet (HRK mn) 12/2007 12/2008 12/2009 12/2 010e 12/2011e 12/2012e 
Net working capital 271.1 432.9 258.1 445.0 493.2 4 96.5 

Net interest-bearing debt -37.0 435.2 289.1 53.0 80 .0 48.1 

Capital employed 663.8 1,022.2 928.2 1,129.9 1,155. 0 1,173.9 

Market capitalisation 2,245.2 483.6 498.1 537.7 537 .7 537.0 

Enterprise value 2,208.2 774.8 567.2 777.1 796.5 75 4.9 

 

Financing (x) 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
Interest cover 18.0 2.4 3.4 5.3 7.6 6.6 

Internal financing ratio 1.7 -1.3 9.0 2.1 0.9 2.2 

Net gearing -7.5% 104.9% 62.8% 7.6% 10.6% 6.2% 

Quick ratio 1.2 1.4 2.1 3.3 2.8 2.8 

Fixed assets cover 3.1 2.1 1.7 3.3 3.1 3.3 

Capex / depreciation 3.7 5.5 0.9 7.8 1.5 0.7 

Equity ratio 52.1% 34.3% 45.8% 55.4% 57.4% 57.0% 

 

Profitability 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
Return on assets 12.4% 1.8% 2.5% 7.1% 7.0% 5.0% 

Return on equity 20.4% 0.5% 0.8% 11.1% 11.4% 7.1% 

Return on capital employed 16.0% 2.3% 2.8% 7.8% 7.9 % 5.7% 

 

Per share data (HRK) 12/2007 12/2008 12/2009 12/201 0e 12/2011e 12/2012e 
Weighted avg. no. of shares (mn) 1.4 1.4 1.4 1.4 1. 4 1.4 

EPS reported 66.48 1.70 2.53 38.90 44.72 30.24 

EPS pre-goodwill 66.48 1.70 2.53 38.90 44.72 30.24 

Adjusted EPS diluted 66.48 1.70 2.53 38.90 44.72 30 .24 

Operating cash flow per share 73.04 -106.97 161.81 91.44 65.05 81.46 

Book value per share 354.76 300.16 333.37 370.01 41 4.72 434.46 

Dividend per share 20.00 0.00 0.00 0.00 11.00 12.00  

Payout ratio 30.2% 0.0% 0.0% 0.0% 24.6% 39.7% 

 

Valuation (x) 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
PE reported 24.4 205.6 142.2 10.0 8.7 12.9 

PE pre-goodwill 24.4 205.6 142.2 10.0 8.7 12.9 

Adjusted PE diluted 24.4 205.6 142.2 10.0 8.7 12.9 

Price cash flow 22.2 -3.3 2.2 4.3 6.0 4.8 

Price book value 4.6 1.2 1.1 1.1 0.9 0.9 

Dividend yield 1.2% 0.0% 0.0% 0.0% 2.8% 3.1% 

Free cash flow yield 1.9% -53.6% 39.9% 9.1% -1.4% 8 .8% 

EV/sales 3.0 1.0 1.1 0.8 0.7 0.7 

EV/EBITDA 20.3 20.8 7.6 5.9 4.6 5.2 

EV/EBIT 23.8 45.2 11.9 9.8 7.6 9.7 

EV/operating cash flow 22.0 -5.2 2.5 6.2 8.9 6.7 

Adjusted EV/CE 3.6 1.1 1.0 1.0 1.0 0.9 

Adjusted EV/CE vs. ROCE/WACC    1.5 1.2 1.6 

Source: Viro, Raiffeisen Centrobank estimates 

Financial ratios 



 

  

 
 

�
�
 

 

Viro 

Fact Sheet 
 

Company description  Shareholder structure 

The Viro sugar factory is the leading sugar producer in Croatia holding a 
share of 66% of the domestic market. Also, the company is one of the major 
exporters in Croatia. The product portfolio includes white sugar, molasses, 
pasteurized liquid sugar and dry briquette sugar beet pulp. The company has 
achieved continuous growth in business operations and its profits since 
privatization in 2002. Viro's shares have been listed on ZSE since April 
2006. 

 

Investments in new equipment were around EUR 40 mn in the last six years, 
thus Viro has the most modern sugar facilities in Croatia. Newly purchased 
equipment from Slovenian Ormoz factory should boost the production 
capacities by 30%. The latest investments in the production of liquid sugar 
and packing equipment should provide the company with even higher 
competitiveness both in the Croatian and in foreign markets. Viro is also the 
only sugar factory in Croatia which has solved the issues of ecological 
soundness, with a wastewater purifier which already meets the conditions set 
for Croatian producers by the European Union. Around 260 employees work 
at Viro. In order to guarantee high-quality raw materials, Viro provides 
professional and financial aid to its sub-contractors. 

 

32%

34%

32%

2%

Free float

EOS-Z d.o.o.

Robic d.o.o.

M arinko Zadro 

 

 
Strengths/Opportunities  Weaknesses/Threats 

�  Modern and environment-friendly factory compatible with EU 
standards 

�  Low cost of raw sugar import and 60,000 tons of sugar is free-
export quota to EU 

�  Social responsibility towards their employees, excellent 
cooperation with sub-contractors, strategic partnership with Pfeifer 
& Langen 

�  Investments in business efficiency and capacities (tax shield untill 
2011 due to investments made) 

�  Wider range of products for new users (liquid sugar -  contract 
with Coca-Cola bottling plants in Croatia) 

�  Possible further acquisition of other Croatian sugar factories and 
entry into new business activities (already owns 59.06% in 
Sladorana) 

 �  Sugar is subject to EU-wide regulation (quota regulations define 
market size) 

�  Outcome of new EU CMO - reduction of sugar quotas and the 
reference price put pressure on producers to consolidate and 
rationalize 

�  Increasing bargaining power of the customers; advanced 
consolidation in the food and beverages sector and the 
consolidation of retailers 

�  One-product portfolio (sugar) 

�  Dependant on the harvesting season/seasonal business 

�  Increase in input prices (gas, sugar beet...) could affect profit 
margins 

 
Income statement 12/2009 12/2010e 12/2011e 12/2012e   Per share data 12/2009 12/2010e 12/2011e 12/2012e  

(HRK mn)      (HRK)     

Consolidated sales 529.9 945.5 1,079.6 1,148.4  EPS pre-goodwill 2.53 38.90 44.72 30.24 

EBITDA 74.4 131.0 172.4 145.4  Adj. EPS diluted 2.5 3 38.90 44.72 30.24 

EBIT 47.6 79.2 105.3 77.5  Operating cash flow 161. 81 91.44 65.05 81.46 

EBT 3.5 55.1 83.4 56.3  Book value 333.37 370.01 41 4.72 434.46 

Net profit bef. min. 3.5 55.1 70.9 47.9  Dividend 0 .00 0.00 11.00 12.00 

Net profit after min. 3.5 53.8 61.8 41.7  Payout ra tio 0.0% 0.0% 24.6% 39.7% 

           

Balance sheet      Valuation (x)     

Total assets 1,006.3 1,258.4 1,310.3 1,349.7  PE pre-goodwill 142.2 10.0 8.7 12.9 

Shareholders' equity 460.6 511.2 573.0 599.5  Adj. PE diluted 142.2 10.0 8.7 12.9 

Goodwill 0.0 -319.8 -319.8 -319.8  Price cash flow 2.2 4.3 6.0 4.8 

NIBD 289.1 53.0 80.0 48.1  Price book value 1.1 1.1  0.9 0.9 

      Dividend yield 0.0% 0.0% 2.8% 3.1% 

Cash flow statement     FCF yield 39.9% 9.1% -1.4% 8.8% 

Operating cash flow 223.6 126.3 89.9 112.4  EV/EBITDA 7.6 5.9 4.6 5.2 

Investing cash flow -96.1 -54.8 -90.2 -50.2  EV/EBIT 11.9 9.8 7.6 9.7 

Change NIBD 146.1 236.1 -27.0 31.9  EV/operating CF  2.5 6.2 8.9 6.7 

Source: Viro, Raiffeisen Centrobank estimates   
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