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Flrs,’mpression

Consumer goods, non-cyclical/Croatia

Podravka

Improvement of profitability

e Top line figure deviates from our estimates in domestic Pharma sales mostly

e Operating profits higher than estimated due to improvement in gross margin by
151 bp yoy and SGA savings by over HRK 20 mn

e We stick to our target price and recommendation but will upgrade our estimates

The consolidated top line surprised negatively mostly in domestic pharma sales due to orders
withheld from big customers, which await announced lower drug prices demanded by the
regulator. However, this will catch up to our FY 10 estimates in 3Q 10e. Profitability showed
a nice improvement with the most surprising drop in COGS/sales despite higher energy costs.
SGA savings were also better than expected yoy and management announced further cost
cutting on this side. The net financial result was three times lower yoy but close to our
estimates. Net income more than doubled yoy.

Sales: The top line figure was 4% lower yoy and 3.7% lower than expected. The main reason
for the drop was the domestic market where the F&B and Pharma segments posted an 11%
decrease yoy. This trend will reverse in 3Q 10e and pharma sales quantities will catch up.

Profitability: The biggest surprising in the positive development of operating profitability was
material expenses cuts lifting the gross margin by 151 bp yoy, especially since energy costs
went up by over 10% yoy. We expected +50 bp in COGS/sales ratio. This was probably the
result of focusing on a more profitable product mix, which was not the case in 1Q 10.
However, the effect of recent floods and food input scarcity on the market was not captured in
TH 10 but might show up in the next period. Savings on SGA expenses were also by over
HRK 20 mn higher than we expected. One-offs were related to securities’ marked-to-market
value. Bond value did not move significantly in 2Q 10. The bond matures in May 2011 and
is reclassified as ST debt. Management informed about restructuring negotiations.

Outlook and recommendation: The management announced that the group will continue to cut
SGA costs. Also, in 2H 10e gas price will be lowered by 6% 10% according to new local
regulation. Hence, we will adjust the profitability upward. However, higher F&B input prices
in 2H 10 might offset the positive development achieved. Management said it will revise the
FY 10e guidance in terms of both sales and profitability. Hence, we stick to our
recommendation and price target but we will adjust profitability estimates upwards.
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Podravka 2Q 2010 result

in HRK mn TH 10 2Q 09 2Q 10 +/-% RCB est. +/-% 1Q 10
Sales 1,662.7 939.5 880.9 -6.2 915.0 3.7 781.8
EBITDA 152.4 60.7 84.78 39.6 70.5 20.3 67.7
EBIT 74.7 20.4 45.83 124.6 31.5 45.7 28.9
EBT 39.8 15.4 29.1 89.1 13.5 116.0 10.8
Net profit 31.2 11.1 23.6 112.1 10.8 118.8 7.6
One offs -25.9 -13.6 -1.90 -86.0 0.0 -24.0
EPS 5.94 2.1 4.5 112.1 2.1 118.8 1.5
EBITDA margin 9.2% 6.5% 9.6% 48.9 7.7% 25.0 8.7%
EBIT margin 4.5% 2.2% 5.2% 139.5 3.4% 51.3 3.7%
EBT margin 2.4% 1.6% 3.3% 101.7 1.5% 124.4 1.4%
Net profit margin 1.9% 1.2% 2.7% 126.2 1.2% 127.3 1.0%
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Raiffeisen Centrobank’s rating and risk classification system:

Risk ratings: indicators of potential price fluctuations are: low, medium, high.
Risk ratings take into account volatility. Fundamental criteria might lead to @ change in the risk classification. Also, the classification may change over the course of fime.

1t rating: In 1t ratings are based on expected total return within @ 12-month period from the date of the initial rating.

Buy: Buy stocks are expected to have a total return of at least 15% (20% for shares with a high volatility risk) and are the most atiractive stocks in our coverage universe on a 12 month horizon.
Hold: Hold stocks are expected to deliver a posifive total return of up to 15% (20% for shares with a high volatility risk) within @ 12-month period.

Reduce: Reduce stocks are expected to achieve a negative total return up to -10% within @ 12-menth pericd.

Sell: Sell stocks are expected to post a negative total return of more than -10% within a 12-month period.

Price targets are determined by the fair value derived from a peer group comparison and/or our DCF model. Other fundamental factors (M&A aclivities, capital markets transactions, share
buybacks, sector sentiment efc.) are taken into account as well.

Upon the release of a research paper, investment ratings are determined by the ranges described above. Interim deviations from the above mentioned ranges will not cause a change in the
recommendation automatically but will become subject to review.

This report has been prepared by Raiffeisen Centrobank for information purposes only. Maximum care has been taken to ensure that the information contained herein is not untrue, however,
its comp1eta accuracy or correctness cannot be guarunt&ad. This report is aimed solafy at pmfessiond investors who are axpachad to make their own investment decisions without plﬂcing undue
reliance on the information interpreted by Raiffeisen Centrobank, which under no circumstance accepts any responsibility for consequences arising from the use of this report. This
information may not be reproduced, transmitted or distributed (in whole or in part) by any other person. Unless otherwise stated, all views (including statements and forecasts) are solely those of
Raiffeisen Centrobank and are subject to change without notice.

Raiffeisen Centrobank may have effected an own account transaction in any investment mentioned herein or related investments and or may have a position or holding in such investments as a
result. Raiffeisen Centrobank may have been, or might be, acting as o manager or co-manager of a public offering of any securities mentioned in this repart or in any related security.

This document does not constitute an offer or invitation to subscribe for or purchuse any securities and neither this document nor uny‘lhing contained herein shall form the basis of any contract or
commitment whatsoever. Raiffeisen Centrobank is regu|c|ec| by the Austrian Financial Markets Auﬁ'mrily.

1. RCB or an affiliated company (individually or together) owns more than 5% of the issued share capital of the issuer.

2. The issuer owns more than 5% of the issued share capital of RCB or an affiliated company.

3. RCB or an affiliated company acts as a market maker (or specialist) or designated sponsor or stabilizing manager of the securities of the issuer.

4. RCB or an dffiliated company was a manager or co-manager of a public offering of securities of the issuer within the last 12 months.

5. RCB or an dffiliated company has agreed to render (and to receive compensation for) other investment banking services to the issuer within the last 12 months.
6. The analyst owns securities of the issuer analysed by him.

7. The analyst is on the Supervisory Board/Board of Directors of the issuer analysed by him.

8. The analyst has received or acquired securities of the issuer before launch of the public offering of such securities.

9. The remuneration of the analyst is linked to investment banking services rendered by RCB or an affiliated company.
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