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We initiate coverage of Conpet, the Romanian national oil transport 

company, with a HOLD rating and a price target (PT) of RON 86.8/share, 

implying 6.3% upside. We like Conpet for: i) its stable top line and 

profitability; ii) its superior relative returns vs. its local utilities peers; iii) 

its capacity to continue paying dividends at an attractive yield (6.1-7.3% 

over 2019-21E), despite increasing capex; iv) its decent profitability 

outlook in the medium/long term, despite a shift from domestic to 

imported crude; and v) the long-term oil product consumption outlook in 

Romania, which still looks healthy. On the negative side, we see: i) the 

lack of regulatory visibility; ii) the potential impact from the demand 

shock caused by the lockdown measures; and iii) its high dependency 

on two large customers. It trades at a 32.8% premium vs. the overall peer 

group and 34.3% to its local peers, on our 2020E P/E of 15.5x, which we 

believe is justified by its superior profitability and its more attractive 

dividend profile. Further upside is limited, however, in our view, 

particularly as the balance of risks is tilted towards the downside in the 

near term. 

Stable top line and profitability, but near-term risk. Regulated tariffs have 

been fairly stable in the past, ranging from RON 53-57/t during 2015-1Q20, 

while its EBIT margin trended at 14-20% over the same period. We expect a 

similar profile going forward, with some erosion due to the near-term demand 

shock. We see 7% lower volumes in 2020E, followed by a rebound above 2019 

levels by 2022E. There are downside risks for our estimates, but we note that 

the structure of the company’s contracts with its two main clients offers some 

protection, while Conpet stated during its 1Q20 call that refining consumption 

has continued, despite significantly lower demand in the retail market.  

Long-term demand still positive. We expect medium-to-long-term growth in 

oil consumption of 1.25-1.5% (half of GDP growth) in Romania, with declining 

domestic production (by c.2% per annum) being replaced by imports. 

Superior returns vs. peers. While not a like-for-like comparison, although we 

see it as a decent proxy, Conpet generated close to 10% higher returns on its 

asset base compared to the regulated divisions of its local peers over  

2015-19, a gap that we expect to be maintained largely going forward. Its 

dividend yields 6.1-8.6% over 2019-21E, which places the company 

favourably, at 20.6-75.3% higher than its overall peer group. 

Lack of regulatory visibility. The regulatory methodology allows for a 

perceived “reasonable profit” rate above its costs base, which could be 

unpredictable, in our view. We note that tariffs have been relatively stable in 

the recent past. 

Key risks: i) the short-term demand shock; ii) the lack of regulatory visibility, 

which could affect profitability negatively; iii) a share capital increase by the 

government, with land plots; iv) high dependency on two clients; 

v) KazMunayGas’ plans to increase capacity, which might change products 

flows into the market; and vi) its low liquidity. 

Expected events 

Ex-dividend date 10 June 

Capex plan vote 15 June 

1H20 results 14 August 

1H20 results call 19 August 

9M20 results 12 November  

Key data 

Market cap USD 159m  

Free float 41.3% 

Shares outstanding 8.66m 

3M ADTV USD 60k 

Major shareholder RO state (58.7%) 

Reuters code COTE.BX 

Bloomberg code COTE RO Equity 

BET Index 8,188.6  

Price performance 

52-w range RON 56.0-82.8  

52-w performance 2.3% 

Relative performance 4.8% 

Conpet 12M share price performance 
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Year Sales Adj. EBITDA* Net profit EPS EPS P/E EV/EBITDA* ROE DPS Dividend

(RON m) (RON m) (RON m) (RON) growth (x) (x) (%) (RON) yield

2018 419 124 60 6.9 -15.9% 11.8 3.7 9.0% 7.5 9.2%

2019 443 109 58 6.7 -3.0% 12.2 4.5 8.8% 7.1 8.6%

2020E 437 107 45 5.3 -21.4% 15.5 4.9 7.0% 5.0 6.1%

2021E 472 120 52 6.0 13.6% 13.7 5.0 8.0% 5.7 7.0%

2022E 499 133 54 6.3 5.2% 13.0 4.5 8.4% 6.0 7.3%

* adjusted with the development quota
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Company snapshot – HOLD, PT RON 86.8  

 

Conpet

HOLD         SHARE PRICE PERFORMANCE COMPANY DESCRIPTION

Bloomberg ticker COTE RO

Closing price (RON) 81.6

Price Target (RON) 86.8

Upside to PT 6.3%

Shares outstanding (m) 8.66

MCAP (RON m) 706         

Free float 41.3%

ADTV (USDk) 60

52 Week Range (RON) 56.0 - 82.8

RATIOS

PER SHARE RATIOS 2018 2019 2020E 2021E 2022E VALUATION RATIOS 2018 2019 2020E 2021E 2022E

EPS 6.89 6.69 5.25 5.97 6.28 P/E 11.8 12.2 15.5 13.7 13.0

BVPS 75.5 73.7 74.7 75.3 75.7 P/FCF 18.4 17.1 40.7 -30.8 14.7

DPS 7.5 7.1 5.0 5.7 6.0 P/BV 1.1 1.1 1.1 1.1 1.1

EV/adj. EBITDA 3.7 4.5 4.9 5.0 4.5

FINANCIAL RATIOS 2018 2019 2020E 2021E 2022E EV/Sales 1.1 1.1 1.2 1.3 1.2

Capex/depreciation 197% 174% 174% 245% 119% EV/EBIT 7.0 7.8 11.2 10.6 9.7

Capex/net fixed asstes 20% 18% 18% 23% 13% Cash flow from ops, RON m 126 126 107 112 123

Op. cash flow/capex 1.44 1.49 1.19 0.83 1.64 EV, RON m 462 488 531 598 599

EBITDA margin 26.4% 24.9% 22.7% 23.6% 24.9% FCF, RON m 38 41 17 -23 48

Adj. EBITDA margin 29.6% 24.7% 24.6% 25.3% 26.7% FCF yield 5.4% 5.9% 2.5% -3.2% 6.8%

EBIT margin 15.8% 14.0% 10.9% 11.9% 12.3% Dividend yield 9.2% 8.6% 6.1% 7.0% 7.3%

Net margin 14.2% 13.1% 10.4% 10.9% 10.9%

ROE 9.0% 8.8% 7.0% 8.0% 8.4%

Net debt/(cash) to equity+minorities -36.8% -33.4% -27.4% -16.8% -16.5%

Net debt/adj. EBITDA -1.97 -2.00 -1.63 -0.91 -0.81

COMPANY FNIANCIALS

INCOME STATEMENT (RONm) 2018 2019 2020E 2021E 2022E BALANCE SHEET (RONm) 2018 2019 2020E 2021E 2022E

Transport turnover 385 408 395 408 428 Fixed Assets 437 476 506 578 581

Domestic 290 296 290 299 312 Current Assets 314 291 248 183 183

Import 90 106 98 104 110 Trade and other receivables 43 42 43 44 45

Transport volumes (mt) 6.9 7.1 6.6 6.9 7.2 Cash and bank balances 260 239 195 129 128

Modernization quota 29 32 37 59 66     ow/ modernization quota 183 152

Total revenues 419 443 437 472 499 Total Assets 751 767 755 761 764

Personnel 140 160 162 165 166

Depreciation 45 48 52 55 63 Equity 662 654 638 647 652

Modernization quota 42 31 46 67 74 LT Liabilities 16 20 20 20 20

Others 126 142 130 129 134 ST Liabilities 73 92 95 93 92

Total OPEX 352 381 390 416 437 Trade and other payables 19 27 30 28 26

EBIT 66 62 48 56 61 Other liabilities 37 39 39 39 39

EBITDA 111 110 99 111 124 Total Equity and Liabilities 751 767 755 761 764

Adj. EBITDA 124 109 107 120 133

Profit before tax 72 70 54 62 65 Net debt -244 -219 -175 -109 -108

Net profit 60 58 45 52 54 Net working capital -19 -40 -42 -39 -36

OPERATIONAL DATA 2018 2019 2020E 2021E 2022E CASH FLOW STATEMENT (RONm) 2018 2019 2020E 2021E 2022E

Domestic volumes (mt) 3.5 3.5 3.2 3.3 3.4 Net profit 72 70 54 62 65

Import volumes (mt) 3.4 3.6 3.4 3.6 3.7 Depreciation 45 48 52 55 63

Domestic tariff (RON/t) 83.1 83.9 87.7 88.6 90.8 Working capital change and others -3 9 -7 -13 -13

Import tariff (RON/t) 26.9 27.2 28.5 28.8 29.5 Modernization quota 13 -1 8 8 9

Blended tariff (RON/t) 56 57 60 59 60 Operating Cash Flow 126 126 107 112 123

Net modernization quota (RONm) -13 1 -8 -8 -9 Investment Cash Flow -86 -84 -90 -135 -75

Free Cash Flow 40 41 17 -23 48

share increase (mil shares) 0 0 0 0 0

dividends paid -70 -65 -61 -43 -49

increase in debt 3 4 0 0 0

Change in Cash balance -21 -21 -44 -66 -1

CHARTS

Conpet is the natural monopoly player in oil transport in Romania, a majority

state-owned company (58.7% stake). Since 2002, the company has been the

concessionaire of the operation of the crude oil, rich gas, condensate and

ethane National Transport System (NTS). Conpet’s main clients, Petrom and

Lukoil, account for 99% of its transport revenues, and its operation is split

between domestic transport and import transport, which registered transported

volumes of 3.5mt and 3.6mt, respectively, in 2019. The company is regulated by

the ANRM (the Romanian National Agency for Mineral Resources), with a “cost +”

profit margin methodology.
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Investment case 

We initiate coverage of Conpet with a HOLD rating and a price target (PT) of RON 86.8/share, 

implying 6.3% upside. The company is the majority state-owned Romanian natural monopoly in 

oil transport. We like it for its stable top line and profitability, with its blended tariff ranging from 

RON 53-57/t during 2015-1Q20, while its EBIT margin trended at 14-20% over the same period. 

The company generates superior returns relative to its Romanian utilities peers, averaging close 

to a 10% higher return on its asset base over the past five years, compared to the regulated 

divisions of its local peers. 

Romania’s long-term oil products consumption is still benefiting from positive dynamics, with 

higher disposable income outweighing the negative demographic trend, and we expect long-term 

growth of around 1.25-1.5%, half of our GDP growth expectations. The current trend of shifting 

volumes from crude produced domestically to imported crude, on the back of declining 

production in Romania, should not affect the company’s profitability, in our view. Capex, going 

forward, should increase: however, a large part of this is financed by cash generated from the 

modernisation quota; therefore, it should not affect dividend distributions, in our view. 

On the negative side, however, we highlight that we expect a demand shock in oil products in 

Romania this year, due to the lockdown, and demand for products has been slower to recover 

compared to power, for example. We expect a drop in volumes of 7% this year, and a fall in net 

income of 21%, to RON 45.5m, which should still translate into a dividend yield of 6.1%. We also 

see a negative for the company due to the lack of regulatory visibility: under the current 

methodology, the regulator sets the tariffs based on a perceived “reasonable profit” rate above 

its cost base, which could be unpredictable, despite showing stability in the past. The high 

dependency on two large clients, OMV Petrom and Lukoil, creates further risk: Petrom’s oil fields 

are maturing; while Lukoil has the alternative to process crude at its Burgas refinery, in Bulgaria. 

The company trades at a 2020E P/E of 15.5x, on our numbers, a 32.8% premium vs. its overall 

peer group and a 34.3% premium to the local regulated utilities. On our 2020E EV/EBITDA, at 4.9x, 

it trades at a 7.9% premium vs. its overall peers, and roughly in line with its local peers: its high 

cash balance (net cash to market cap of c.31%) does influence the ratio, however. Despite 

expecting some pressure on profitability in the near term, the company stands out from its peers, 

with an average dividend yield of 7.2% over 2019-21E. While we believe that Conpet deserves a 

premium, due to its superior relative returns, cash flow stability and dividend profile, we believe 

further upside is limited. 

Romania’s oil dynamics indicate a continuous shift to imports. Over the past 10 years, Romania’s 

crude oil production has been declining constantly, at a rate of 2.7% p.a., and has lost close to one-

quarter of production, to reach 3.6 million tonnes (mt) in 2018. Over the same period, consumption 

recovered to 2008 levels, with the growth being fulfilled by imports. Beyond the short-term demand shock 

caused by COVID-19, we expect this trend to continue. We forecast consumption to continue growing at 

1.25-1.5% p.a., roughly half of our long-term GDP expectations, with growing disposable income 

outweighing the negative demographic trend. At the same time, we expect domestic production to 

continue declining, by c.2% p.a., due mainly to OMV Petrom’s maturing fields, without large discoveries 

in sight. 

The refining market is dominated by three large players. Romania’s refining capacity has dropped 

in the past, following the closure of Rafo and Arpechim, which was visible in a sudden decline in volumes 

for Conpet over 2008-10, from 12.7mt to 6.7mt. 

Romania: crude oil production vs. consumption (mt) Romania: refining capacity (mt) 

  

Source: National Institute of Statistics, KazMunayGaz, Lukoil, Petrom, BP, WOOD Research 
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Since then, refining capacity has been roughly stable, with the three largest refineries in the country 

totalling c.13mt of capacity. Petrotel (Lukoil) and Petrobrazi (Petrom) are located in the south of 

Romania, close to Ploiesti, where Conpet is headquartered, and generate the majority of Conpet’s import 

volumes. Petromidia (KazMunayGas) is located in the south-east, by the Black Sea shore, and has built 

its own lifting terminal, which resulted in a loss of volumes for Conpet. 

Stable top line, despite low regulatory visibility. Conpet is regulated by the Romanian Natural 

Resources Agency (ANRM), using the “cost +” methodology. Tariffs for both the domestic and import 

business lines are adjusted yearly, taking into account the cost estimation, adjusted by inflation, and 

adding a “reasonable profit” to the cost base, in terms of an operating margin. As opposed to the “revenue 

cap” methodology applicable to the other listed natural monopolies – Electrica, Transelectrica and 

Transgaz – Conpet’s methodology provides less visibility, without incentivising for cost efficiency and 

investments, as profitability is judged on costs, rather than the regulated asset base. Tariffs have shown 

stability in the recent past, however, in both the domestic and import segments (as pictured below on 

the left), with a steady increase close to the inflation rate. 

The mix is shifting towards imports. In line with the country’s oil consumption pattern, Conpet’s 

transport volume mix has been shifting away from domestically-produced crude, towards imports, with 

2019 being the first year when imports (3.6mt) overtook domestic production (3.5mt). The tariffs differ 

significantly, however, with the 1Q20 domestic tariff at RON 88/t, compared to the much lower import 

tariff of RON 29/t. From a top-line point of view, the domestic business represents c.75% of transport 

revenues. We expect this trend to continue, and see imports contributing more to the company’s 

volumes, while we forecast a higher tariff increase for its domestic lines, to maintain a similar level  

of profitability. 

Conpet: tariffs across business lines (RON/t) Conpet: volumes breakdown (mt) 

  

Source: Company data, WOOD Research 

Short-term demand shock. Taking into account the impact of the lockdowns due to COVID-19, we 

expect a demand shock to 2020E volumes, with a subsequent recovery by 2022E. We therefore see 7% 

lower volumes in 2020E, followed by 4% growth p.a. over 2021-22E.The risks are tilted towards the 

downside, on our estimates, although we highlight that the structure of Conpet’s contracts implies that a 

loss in volumes does not have the same magnitude of impact on its revenues. In the medium-to-long-

term, we anticipate that volumes grow in line with oil consumption in Romania, at c.1.25-1.5% p.a., 

around half the level of GDP growth. We expect tariffs to compensate for part of the fall in the short term, 

pencilling in 4.6% blended growth in 2020E, while we forecast tariff growth below inflation in the medium-

to-long term, at 1-1.5% per year, across both domestic and imports. This drives our expectations for a 

transport revenues decline of 3.2% in 2020E, to RON 394.6m, followed by a 3.5% increase in 2021E 

and a 4.8% increase in 2022E. 

Heavily concentrated client base. Given the concentrated refining capacity and crude production in 

the country, Conpet is essentially dependant on two large counterparties for its business. Petrom is, by 

far, the more dominant, representing 87% of transport revenues in 2019, as it accounts for Conpet’s 

domestically transported crude, which comes at a higher cost and an implicitly higher tariff. Lukoil, which 

represents the majority of imported crude transports, accounts for only 19% of revenues. The balance 

comes from Rompetrol, a KazMunayGas entity, which operates the Petromidia refinery: despite the 

majority of its volumes being operated by its own lifting terminal, the company does rely on Conpet during 

its scheduled maintenance for its terminal, and in times of adverse weather conditions. 
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Conpet: revenues breakdown by client Petrom: crude production vs. imports (mt) 

  

Source: Company data, WOOD Research 

Lukoil also owns the Burgas refinery, in Bulgaria, giving it an alternative route in case of pricing hikes 

that distort the economics. We note, however, that Petrotel, its Romanian refinery, is generally more 

efficient, with a higher conversion factor. Petrom on the other hand, is a largely captive customer. As a 

regulated natural monopoly, with tariffs imposed by ANRM, Conpet does not have significant pricing 

power, beyond cost adjustments. 

A shift towards lower tariff transport does not necessarily imply lower profitability. Historically, 

the import business line was less profitable than transporting domestically-produced crude. As volumes 

have grown and the company has achieved some economies of scale, the operating profit generated in 

the import business segment was RON 10.4/t as of 2019, one-third higher than the profitability of its 

domestic segment, at RON 7.7/t. In terms of absolute contribution, its import business segment 

accounted for more than half of Conpet’s EBIT in 2019. We expect this trend to continue, as the 

company’s volumes shift from crude produced domestically to imported crude. On the other hand, the 

profitability of its domestic line has been falling, as a result of a decline in quantities, while having a high 

fixed-costs base. As domestic volumes continue to decline, the profitability on this business line might 

stabilise at a lower level, as the transport tariffs on the domestic pipes currently imply a USD 2.8/bbl cost, 

with significant upside limited, in our view. This translated into a drop in the company’s EBIT margin to 

14% in 2019, from an average of 18.1% over 2015-18. Going forward, we assume an EBIT margin of 

11% in 2020E, due to the loss of volumes, increasing to 12-13% in a normalised state from 2023E-

onwards. We highlight that the lack of visibility over what the regulator perceives as a “fair” operating 

margin makes us less confident on the long-term profitability levels.  

Conpet: EBIT/tonne by activity (RON/t) Conpet: EBIT decomposition (RON m) 

  

Source: Company data, WOOD Research 

Some ramp-up in capex ahead, with the impact mitigated by its modernisation quota. The 

company’s regulatory framework involves a modernisation quota, which is a non-cash expense, destined 

for investments. At the end of 2019, the company had a net cash balance of RON 219m, although a 

large part of this consisted of cash accrued from the modernisation quota, which is non-distributable as 

dividends and can only be used for investments. At the end of 2019, the accrued modernisation quota 

cash stood at RON 152m, representing the majority of Conpet’s cash balance. 
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The company’s maintenance capex is relatively low, and can be covered by its operating cash flow, while 

the majority of its capex is destined for public domain developments, which are eligible for the 

modernisation quota balance. Over 2014-19, the company planned capex of RON 385.8m, of which 

RON 309.6m was eligible for modernisation quota use. During 2013-19, the company replaced 535km 

of pipes, close to 15% of its overall system of 3,800km. Traditionally, it executes the majority of its 

budgeted capex, with an execution rate of 86% over the past three years. 

Going forward, we expect some ramp-up in capex. As part of the government’s plan to restart the 

economy, following the lockdown measures, state-owned companies in the energy sector have been 

asked to propose a five-year investment plan that will contribute to infrastructure investments and 

economic growth. Conpet proposed its investment plan recently, to be voted on by shareholders at its 

shareholder meeting on 15 June 2020E. The proposed cumulative capex over 2020-25E stands at 

RON 450m, or RON 75m p.a., of which RON 370m is eligible for modernisation quota use. This is 

somewhat higher than the RON 55m capex average over the past five years. According to the plan, the 

majority would be used to improve the existing system, rather than developing projects. The larger 

projects involve: i) replacing 124km of pipes (RON 102m); ii) replacing river crossings on the Danube 

(RON 160m); and iii) improving its own consumption losses (RON 35m). 

Conpet: capex, historical and expected (RON m) Conpet: net cash breakdown (RON m) 

  

Source: Company data, WOOD Research 

Some pressure on FCF generation, while still looking strong on an adjusted basis. Taking into 

account a fall in profitability due to the demand impact, combined with higher capex, FCF turns negative 

in 2021E at -RON 21m, the peak of the company’s five-year investment plan. A large part of the capex 

in 2021E (RON 115m out of RON 135m) is eligible for modernisation quota use, however. If we adjust 

the FCF by inflows from the modernisation quota, as well as outflows for investments out of the quota, 

Conpet’s cash generation looks decent going forward, at RON 79m in 2020E, RON 83m in 2021E and 

RON 103m in 2022E. This outlines Conpet’s operational strength, in our view. 

Free cash flow (RON m) 

 

Source: Company data, WOOD Research; *adjusting the FCF for both cash inflows from the modernisation quota and cash outflows for investments 
out of the modernisation quota 

Slightly lower profitability should not affect dividends materially, in our view. We expect some 

weakness in the company’s bottom line, driven mainly by the impact of lower volumes, particularly in 

2020E and 2021E. The company’s cost base is largely fixed (68% of its opex base was fixed in 2019) 
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and stable, and we do not expect significant cost inflation going forward. Despite high operational 

leverage, the structure of its contracts with its two main clients, Petrom and Lukoil, have some protection 

in place for a fall in realised volumes, based on our understanding. We expect the net income to fall 

21.4% in 2020E, to RON 45.5m, rebound 13.6% in 2021E, to RON 51.7m, and increase by 5.2% in 

2022E, to a “new normal” of RON 54.4m. 

Dividends expected to continue, albeit at lower levels. Conpet, in line with the utilities sector in 

Romania, has been a consistent high dividend payer. In 2017, the company paid out a large part of its 

distributable cash balance as a special dividend, which translated into a 26% dividend yield. Excluding 

2017, the yield has ranged from 8.8% to 10.1% over the past five years. We believe that special dividends 

are in the past, however, given that a large part of its net cash position is represented by cash now 

destined for investments by law, and is therefore non-distributable; while its distributable reserves are 

not material. On the back of lower profitability over the next three years, we expect dividend yields to 

decline slightly, to 6.1% from the 2020E profit, 7.0% in 2021E and 7.3% in 2022E, assuming a 95% 

payout ratio, which is marginally lower than the company’s historical level. 

Conpet: opex structure Net income and dividends (RON m) 

  

Source: Company data, WOOD Research 
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Valuation 

Our valuation for Conpet is based on the average of: i) our DCF calculations; and ii) a DDM analysis. 

We deduct the value of the land plots owned by the state, which may be contributed to the company’s 

capital at somewhere between the historical value for inflation (RON 59.8m) and the market value 

assessed by the company (RON 12.4m). We arrive at a 12-month valuation of RON 751m, resulting in 

a PT of RON 86.8/share, implying 6.3% upside. We rate Conpet a HOLD. 

Conpet: valuation summary 

  Equity value (RON m) Per share (RON) 

1. DCF 830 95.9 

2. DDM 751 86.8 

FV of land plots belonging to the state -39 -4.5 

12-months PT 751 86.8 

Current price   81.6 

Upside   6.3% 

Source: WOOD Research 

DCF 

We base our DCF valuation on the following assumptions: 

 A WACC of 9% over our forecast period, taking into account a 100% equity capital structure. Our 

WACC inputs are: 

a) A risk free rate (RFR) of 5%. 

b) An equity risk premium (ERP) of 5%. 

c) A beta of 0.8x, higher than the Damodaran beta for utilities, to incorporate the political and 

regulatory risk. 

 A terminal growth rate of 1.5%. 

Conpet: DCF valuation 

DCF 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 

EBIT 62 48 56 61 62 60 61 63 63 62 71 

Corporate tax rate [T] 16.0% 16.0% 16.0% 16.0% 16.0% 16.0% 16.0% 16.0% 16.0% 16.0% 16.0% 

EBIT*(1-T)=NOPAT 52 40 47 52 52 50 51 53 53 52 60 

Depreciation & amortisation 48 52 55 63 63 65 63 60 59 58 58 

Development quota (net) -1 8 8 9 9 8 10 10 10 10 0 

Cash from working capital 21 2 -3 -3 -3 -3 -3 -3 -3 -3 -3 

CAPEX [I] -81 -90 -135 -75 -90 -50 -50 -60 -62 -63 -65 

Unleveraged free cash flow [FCF] 40 12 -27 45 31 71 71 60 57 54 50 

Discount factor  0.95 0.87 0.80 0.73 0.67 0.62 0.56 0.52 0.48 0.44 

Present value of FCFs [PV:FCF]  11 -24 36 22 47 44 34 30 26 22 

Sum of [PV:FCF]  248          

Long term FCF growth rate  1.5%          

Residual value at horizon  675          

PV of residual value  295          

Net debt  -219          

EV  761          

Number of shares  8.66          

Equity value per share  88.0          

12M price target  95.9          

Source: WOOD Research 
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DDM 

We base our DDM valuation on the following assumptions: 

 A cost of equity of 9%, a 5% RFR, a 5% ERP and a beta of 0.8x. 

 To forecasts the dividends, we use a 95% payout ratio 

 A terminal growth rate of 1.5%. 

Conpet: DDM valuation 

DDM 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 

Dividends 64.7 61.1 43.2 49.1 51.6 51.9 49.7 51.3 53.2 53.4 53.3 

Discount factor  0.99 0.91 0.84 0.77 0.70 0.65 0.59 0.54 0.50 0.46 

Present value of dividends  61 39 41 40 37 32 30 29 27 24 

Sum of PV  359          

Long term FCF growth rate  1.5%          

Residual value at horizon  721          

PV of residual value  330          

EV  689          

Number of shares  8.66          

Value per share  79.6          

12M price target  86.8          

Source: WOOD Research 

Conpet: WACC calculations 

WACC 2020-29E 

Beta 0.8 

Risk free rate 5.00% 

Market premium 5.00% 

Cost of equity 9.0% 

Cost of debt pre tax 6.0% 

Marg. tax rate 16.0% 

Cost of debt after tax 5.0% 

Weight k (e) 100.0% 

Weight k (d) 0.0% 

WACC % 9.0% 

Source: WOOD Research 

Peer comparison 

We use a peer group composed of companies that have regulated earnings as a large part of their total 

profit. This group includes both Western and Eastern European peers, and we show a separate 

comparison against the Romanian regulated utilities. We do not include this in our PT calculation for 

Conpet, but show it here for reference.  

On our 2020E P/E of 15.5x, Conpet trades at a 32.8% premium to the overall peer group and a 34.3% 

premium to the Romanian utilities. On our 2020E EV/EBITDA of 4.9x, it trades at a slight premium of 

7.9% to the overall peer group and at a smaller premium of 2% vs. its Romanian peers. Conpet does 

stand out on its dividend profile, with 2020-21E yields of 6.1% and 7.0%, 20.6% and 31.8% higher, 

respectively, than the overall peer group.  

We believe that some premium on P/E can be justified by Conpet’s higher relative returns, at least 

compared to its local peers, as well as its cash-flow stability. Below, we present a comparison of the 

regulated rate of return for the Romanian peers to Conpet’s return to its asset base. While not like-for-

like, we see it as a decent proxy for comparison. Conpet does stand out, particularly as this higher rate 

of return is not benchmarked; therefore, excess returns are not clawed back by the regulator, as is the 

case with the “revenue cap” methodology (Electrica, Transelectrica and Transgaz). Over 2015-19, it 

generated close to a 10% higher return on its asset base compared to the regulated divisions of its peers.  

On EV/EBITDA, its inefficient capital structure, with a net cash equivalent to 31% of its market cap, does 

explain the relatively lower levels, in our view. 

Overall, while a premium can be justified, in our view, we also believe that the upside on multiples 

expansion is limited. 
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Romanian regulated utilities return comparison* 

 

Source: Conpet, Electrica, Transelectrica, Transgaz, WOOD Research; *EBIT/RAB used for Electrica (distribution segment, Transgaz (domestic 
transport segment) and Transelectrica, while EBIT/fixed assets used as a proxy for Conpet 

Conpet: peer comparison 

   Market cap P/E EV/EBITDA Div yield 

Ticker Company Country (EURm) 2019 2020E 2021E 2019 2020E 2021E 2019 2020E 2021E 

TGN RO  TRANSGAZ SA MEDIAS RO 655  9.0 13.9 9.5 6.4 8.6 7.2 5.8 5.4 7.9 

TEL RO  TRANSELECTRICA SA RO 269  15.2 10.3 8.6 3.0 2.4 2.0 2.6 0.0 0.0 

EL RO  SOCIETATEA ENERGETICA ELECTR RO 736  16.7 10.6 9.1 4.5 3.6 3.2 7.1 6.2 8.6 

ENG SM  ENAGAS SA SP 5,573  11.8 12.7 12.6 9.3 9.5 9.7 7.5 7.9 8.0 

SRG IM  SNAM SPA IT 13,739  12.5 12.5 11.9 12.1 11.9 11.6 6.0 6.3 6.4 

ENGI FP  ENGIE FR 24,036  9.6 11.7 9.1 5.5 5.8 5.3 7.9 6.9 8.0 

REE SM  RED ELECTRICA CORPORACION SA SP 8,603  12.0 13.0 13.1    6.6 6.5 6.4 

TRN IM  TERNA SPA IT 11,248  15.2 14.8 14.5 11.4 11.0 10.7 4.5 4.9 5.2 

ELI BB  ELIA GROUP SA/NV BE 6,989  26.2 25.7 25.2 15.0 15.3 14.9 1.7 1.7 1.7 

EOAN GY  E.ON SE GE 24,638  14.5 14.6 13.0 10.7 8.0 7.7 4.9 5.1 5.3 

PGE PW  PGE SA PD 1,737  4.2 7.4 3.2 2.9 3.4 2.6 0.0 0.0 1.9 

ENA PW  ENEA SA PD 535  2.4 2.7 2.2 2.6 2.8 2.5 0.0 0.0 0.7 

PGN PW  POLSKIE GORNICTWO NAFTOWE I PD 4,671  13.2 11.9 8.2 4.7 4.3 4.2 3.1 2.7 3.4 

TPE PW  TAURON POLSKA ENERGIA SA PD 434  2.2 2.9 1.8    0.0 0.0 0.0 

ENG PW  ENERGA SA PD 706  4.9 5.9 5.7 4.4 4.6 4.3 0.0 0.0 0.0 

TRNFP RX  TRANSNEFT PJSC RU 2,524  5.3 6.0 4.7 1.1 1.3 1.2 8.8 8.2 10.4 

ENJSA TI  ENERJISA ENERJI AS TU 1,297  9.4 6.8 5.5 4.8 4.3 3.8 6.8 8.7 11.1 

 Median (all peers)   11.8 11.7 9.1 4.8 4.6 4.3 4.9 5.1 5.3 

 Average (Romanian peers)   13.6 11.6 9.1 4.6 4.8 4.1 5.2 3.9 5.5 

COTE RO  Conpet* RO 146 12.2 15.5 13.7 4.5 4.9 5.0 8.6 6.1 7.0 

 discount/premium to all peers   3.1% 32.8% 49.7% -6.3% 7.9% 16.6% 75.3% 20.6% 31.8% 

 discount/premium to RO peers   -10.4% 34.3% 50.9% -4.0% 2.0% 20.7% 66.7% 58.6% 26.3% 

Source: Bloomberg, WOOD Research; *EV/EBITDA for Conpet is adjusted with the development quota 
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Risks 

Regulatory risks. We assess the regulatory risk as high, as we believe that the regulatory framework is 

less complex, and less predictable vs. that for the other regulated monopolies, such as Transgaz, 

Transelectrica and Electrica. In the “cost +” methodology, the regulator sets the tariffs, taking into 

account a “reasonable profit” for the company, in terms of an operating margin. This methodology does 

not provide future visibility, in our view, while also not incentivising for cost efficiencies and investments. 

We believe this leaves room for several interpretations, and implies a much higher dependency on the 

regulator’s decision, which may directly influence the profit that Conpet can achieve in the future. An 

upgrade of the methodology in line with its local peers could influence profits negatively, given its 

significantly higher relatively return on its asset base compared to its peers. 

Macro risk. Oil consumption is closely linked with the macro sentiment. Consequently, we expect a 

demand shock in 2020E, followed by a recovery to 2019 levels by 2022E. We take this into account by 

assuming a 7% decline in 2020E volumes, and 2022E volumes being only 0.6% higher than in 2019. 

The recovery scenario is highly dependent on the COVID-19 trajectory, however, and there are downside 

risks for our estimates. On the positive side, a loss in demand does not mean a loss in revenues to the 

same degree, due to the nature of the contracts between Conpet and its two major clients, Petrom and 

Lukoil. We account for this by expecting transport revenues to only fall by 3% in 2020E. 

Investments needed to maintain the system in an operational fashion. The company might be 

subject to several investments, needed in order to keep the system operational, and in line with the 

environmental regulations. 

High dependency on a single client. The revenues related to the services performed for OMV Petrom 

represented close to 74% of total revenues in 2019. Petrom’s oil fields are mature and production is on 

a downward trend. We assess the dependency as high, representing a significant risk related to the 

future of Conpet. 

Political risk. Conpet is state-owned, with the state’s decisions regarding the operation of the company 

affecting its profitability and financial position. While corporate governance practices (as defined by 

OUG 109/2011) have been implemented, there might still be misalignments between the interests of the 

minority shareholders and those of the state. 

Legal risks. The Court of Accounts has asked Conpet to increase the value of its share capital with 

some state-owned land plots that the company is using. The share capital increase can only be 

performed with the agreement voted on in the presence of shareholders holding more than 75% of the 

shares: a quorum that has not been reached thus far. As a consequence, the Court of Accounts’ request 

has not been implemented. Were implementation to occur, Conpet would need to increase the share 

capital by RON 60m (the historical value of the land plots, adjusted for inflation), representing 9% of the 

market cap. We have taken this risk into account by adjusting the valuation by the average between the 

adjusted historical cost and the market value of the lands, as assessed by the company. 

Low market liquidity. Average traded volumes over the past 12 months have been as low as EUR 50k 

per day, which creates the risk of higher price fluctuations. 

A switch from domestic volumes to import volumes might cause a contraction in the margin. Our 

assumptions are that the overall volume of oil processed in the country should continue growing. 

Domestically produced oil, by Petrom, should decline going forward, however; to be replaced by imports, 

in our view. The profit on the import lines has been lower, historically, than on the domestic pipelines, 

due mainly to the low capacity utilisation; however, once volumes increase, economies of scale (as the 

costs are fixed, to some extent) could also help to improve margins. In 2019, the operating profit per 

tonne was higher on the imported line compared to the domestic lines, for the first time in the past  

five years. 

Lukoil can switch production to Burgas. According to company representatives, a significant increase 

in the tariffs charged to Lukoil for imports may not be possible, as the latter could switch production to 

the Burgas refinery. We note, however, that Petrotel, Lukoil’s refinery in Romania, is considered more 

efficient than Burgas, with a higher conversion rate. Furthermore, as Lukoil pays lifting costs to its Oil 

Terminal for imported crude, Conpet has even lower pricing power in relation to Lukoil, in our view. 

KazMunayGas planning to increase capacity at its Petromidia refinery. This has the largest capacity 

among the three big refineries in Romania, at 6.3mt/year. It is located by the Black Sea, and has built its 

own lifting terminal, removing its dependency on Conpet and Oil Terminal for moving crude to its refinery. 

The company has stated, in press releases, that it is planning to increase capacity at the Petromidia 

refinery, potentially doubling it. Such a change in its crude consumption structure could affect imported 

crude flows to other refineries, which would have a negative impact on Conpet’s operations. We note 

that excess capacity could result in higher exports out of Romania for KazMunayGas, not necessarily 

affecting domestic flows. Furthermore, given the current pressure on refining margins, and the time taken 

to develop such extra capacity, we do not see this as a very near-term risk. 
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Financials 

Income statement 

RON m 2017 2018 2019 2020E 2021E 2022E 2023E 

Turnover 377 385 408 395 408 428 433 

Domestic transport 285 290 296 290 299 312 311 

Import  87 90 106 98 104 110 117 

Modernisation quota 30 29 32 37 59 66 71 

Total operating revenues 411 419 443 437 472 499 510 

Total volumes transported (mt) 6.89 6.86 7.13 6.63 6.89 7.17 7.27 

                

Personnel 112 140 160 162 165 166 170 

Depreciation 44 45 48 52 55 63 63 

Third parties 99 99 107 101 104 108 109 

Royalties 29 30 31 29 30 31 31 

Others 13 13 12 13 13 13 13 

Modernisation quota 52 42 31 46 67 74 80 

Total operating expenses 328 352 381 390 416 437 448 

EBITDA 128 111 110 99 111 124 125 

Adjusted EBITDA 150 124 109 107 120 133 134 

EBIT 83 66 62 48 56 61 62 

Financial profit 4 5 8 7 5 3 3 

Pre-tax profit 87 72 70 54 62 65 65 

Net profit 71 60 58 45 52 54 55 

Dividends 70 65 61 43 49 52 52 

                

Transport revenues growth -1.3% 2.2% 5.9% -3.2% 3.5% 4.8% 1.2% 

Volumes growth -2.7% -0.5% 3.9% -7.0% 4.0% 4.0% 1.5% 

Adj. EBITDA margin 36.4% 29.6% 24.7% 24.6% 25.3% 26.7% 26.2% 

EBIT margin 20.2% 15.8% 14.0% 10.9% 11.9% 12.3% 12.1% 

Net income margin 17.2% 14.2% 13.1% 10.4% 10.9% 10.9% 10.7% 

Dividends payout ratio 98.2% 108.4% 105.5% 95.0% 95.0% 95.0% 95.0% 

Source: Company data, WOOD Research 

Balance sheet 

RON m 2017 2018 2019 2020E 2021E 2022E 2023E 

Fixed assets 411 437 476 506 578 581 600 

Current assets 338 314 291 248 183 183 166 

Trade and other receivables 47 43 42 43 44 45 46 

Cash and bank balances 280 260 239 195 129 128 109 

 o/w modernisation quota cash 212 183 152     

Total assets 749 751 767 755 761 764 766 

                

Equity 658 662 654 638 647 652 655 

Long term liabilities 13 16 20 20 20 20 20 

Short term liabilities 76 73 92 95 93 92 90 

Trade and other payables 31 19 27 30 28 26 24 

Other liabilities 32 37 39 39 39 39 39 

Total equity and liabilities 749 751 767 755 761 764 766 

Source: Company data, WOOD Research 

  



 

 

Conpet 14 WOOD & Company 

Cash flow statement 

RON m 2017 2018 2019 2020E 2021E 2022E 2023E 

Pre-tax Income 87 72 70 54 62 65 65 

Tax -16 -12 -12 -9 -10 -10 -10 

Depreciation & amortisation 44 45 48 52 55 63 63 

Other non-cash adjustments 22 13 -1 8 8 9 9 

Changes in working capital 6 0 21 2 -3 -3 -3 

Other adjustments -12 9 -1 0 0 0 0 

Operating cash flow 131 126 126 107 112 123 123 

Purchase of fixed assets -45 -88 -84 -90 -135 -75 -90 

Other 6 1 0 0 0 0 0 

Investing cash flow -39 -86 -84 -90 -135 -75 -90 

Dividends, net -221 -70 -65 -61 -43 -49 -52 

Long-term debt issued (repaid) 8 3 4 0 0 0 0 

Other -5 7 -2 0 0 0 0 

Financing cash flow -218 -60 -63 -61 -43 -49 -52 

                

Cash balance changes               

Beginning cash 407 280 260 239 195 129 128 

Change in cash flow -126 -21 -21 -44 -66 -1 -18 

Ending cash 280 260 239 195 129 128 109 

Source: Company data, WOOD Research 

Ratios 

 2017 2018 2019 2020E 2021E 2022E 2023E 

Number of shares 8.7 8.7 8.7 8.7 8.7 8.7 8.7 

Price 81.6 81.6 81.6 81.6 81.6 81.6 81.6 

Net debt -268 -244 -219 -175 -109 -108 -89 

Net debt / Adj. EBITDA (x) -1.8 -2.0 -2.0 -1.6 -0.9 -0.8 -0.7 

EPS (RON) 8.19 6.89 6.69 5.25 5.97 6.28 6.31 

 - EPS growth -0.5% -15.9% -3.0% -21.4% 13.6% 5.2% 0.6% 

Dividend (RON m) 69.7 64.7 61.1 43.2 49.1 51.6 51.9 

DPS (RON) 8.05 7.47 7.05 4.99 5.67 5.96 6.00 

 - Payout Ratio 98% 108% 105% 95% 95% 95% 95% 

Dividend yield 9.9% 9.2% 8.6% 6.1% 7.0% 7.3% 7.4% 

BVPS (RON) 76.0 76.4 75.5 73.7 74.7 75.3 75.7 

ROA 8.8% 8.0% 7.6% 6.0% 6.8% 7.1% 7.1% 

ROE 9.8% 9.0% 8.8% 7.0% 8.0% 8.4% 8.4% 

PER (x) 10.0 11.8 12.2 15.5 13.7 13.0 12.9 

EV/EBITDA (x) 3.4 4.2 4.4 5.3 5.4 4.8 4.9 

EV/EBITDA (x) -adj for dev quota 2.9 3.7 4.5 4.9 5.0 4.5 4.6 

P/BV 1.1 1.1 1.1 1.1 1.1 1.1 1.1 

Source: Company data, WOOD Research 
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Appendix 1: Conpet’s operations 

Conpet’s physical operations in Romania 

 

Source: Conpet, WOOD Research 
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Important disclosures 
This investment research is published by WOOD & Company Financial Services, a.s. (“WOOD&Co”) and/or one of its branches who are authorised and 

regulated by the Czech National Bank (CNB) as Home State regulator and in Poland by the Polish Financial Supervision Authority (KNF), in Slovakia by the 

National Bank of Slovakia (NBS), in Italy by the Companies and Stock Exchange Commission (CONSOB) and in the UK by the Financial Conduct Authority 

(FCA) as Host State regulators. 
 

This investment research was prepared by WOOD&Co with financial assistance from Taipei China through the TaiwanBusiness EBRD Technical Cooperation 

Fund managed by the European Bank for Reconstruction and Development (“EBRD”). Neither EBRD nor Taipei China has had any editorial rights or other 

influence on the content of this investment research. Neither EBRD nor Taipei China makes any representation or warranty or assumes any responsibility or 

liability in relation to the contents of this investment research or reliance thereon. The views expressed in this investment research are those of WOOD&Co 

and can in no way be taken to reflect the official opinion of EBRD or of Taipei China. EBRD may, as of the date hereof or in the future, have an investment 

in, provide other advice or services to, or otherwise have a financial interest in, certain of the companies and parties contained or named in this investment 

research or in their affiliates. 
 

This investment research was completed on 19/05/2020 at 14:00 CET and disseminated on 20/05/2020 at 07:35 CET. 
 

WOOD&Co’s rating and price target history for Conpet in the preceding 12-month period: 

Date Rating Date PT 

20/05/2020 HOLD – initiation of coverage 20/05/2020 RON 86.8 
 

A history of all WOOD&Co’s investment research disseminated during the preceeding 12-month period can be accessed via our website at 

https://research.wood.com. 
 

The meanings of recommendations made in WOOD&Co’s investment research are as follows: 

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the price target. 

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the price target. 

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the price target. 

RESTRICTED: Financial forecasts, and/or a rating and/or a price target is restricted from disclosure owing to Compliance or other regulatory/legal 

considerations such as a blackout period or a conflict of interest. 

NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-à-vis the price target has been out of the range dictated by the 

current BUY/HOLD/SELL rating. 

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock’s rating and/or price target and/or financial information are 

temporarily suspended. 
 

As of the end of the last calendar quarter, the proportion of all WOOD&Co’s investment research vis-à-vis the proportion of subject companies that were 
investment banking clients over the previous 12 months is as follows: 
 

 BUY HOLD SELL Restricted NOT RATED Coverage in transition 

Equity Research Coverage 50% 44% 5% 1% n.a. 1% 

IB Clients 1%  1%  n.a. n.a. n.a. n.a. 
 

Any prices of financial instruments quoted in this investment research are taken as of the previous day’s market close on the home market unless otherwise 

stated. 

Details of the methodologies used to determine WOOD&Co’s price targets and risk assessment related to the achievement of the targets are outlined 

throughout the most recent substantive report/note on the subject company. 

It should be assumed that the risks and valuation methodology presented in daily news or flash notes, and not changing WOOD&Co’s estimates or ratings, 

are as set out in the most recent substantive research report/note on the subject company and can be found on our website at https://research.wood.com. 

WOOD&Co’s policy is to update investment research as it deems appropriate, based on developments in the subject company, sector or market that may 

have a material impact on the views or opinions stated in the investment research. 
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Company Disclosures 

Alior Bank 5 

AmRest 5 

ANY Security Printing Company PLC 5 

Banca Transilvania 5 

Bank of Cyprus 4 

BRD 5  

Bucharest Stock Exchange 5 

Santander Bank Polska 5  

CCC 5 

CD Projekt 5  

CEZ 5 

CME 5 

Dino 5 

DO&CO 5 

Electrica 5 

Erste Group Bank 5  

Eurobank 4 

Eurocash 4, 5 

Fortuna 5 

Fondul Proprietatea 4, 5 

Graphisoft Park 5 

ING BSK 5 

Kazatomprom 5 

Kernel 5 

Kety 5 

KGHM 5 

Kofola CS 5 

Komercni 4, 5 

Kruk 5 

Lotos 5 

MedLife 4 

MONETA Money Bank 5 

NLB Group 1, 2, 3 

O2 Czech Republic 1, 2, 4, 5 

OMV Petrom 5 

Orange PL  5  
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Pekao  4, 5  

PGE  5  

PGNiG 5 

Philip Morris CR 5 

PKN Orlen 5 

PKO BP 4, 5 

Purcari Wineries 1,2, 3, 4 

PZU  4, 5  

Romgaz  5  

Santander Bank Polska 5 

Siauliu Bankas 1, 4 

Tauron 5 

Transelectrica 5 

Transgaz 5 

Warsaw Stock Exchange 5 
 

# Description 

1 The company currently is, or in the past 12 months was, a client of WOOD&Co or any of its affiliates for the provision of corporate finance/investment 

banking services. 

2 In the past 12 months, WOOD&Co or any of its affiliates have received compensation for corporate finance/investment banking services from the 

company. 

3 In the past 12 months, WOOD&Co or any of its affiliates have been lead manager or co-lead manager of a publicly disclosed offer of the company’s 

financial instruments. 

4 In the past 12 months, WOOD&Co or any of its affilates have acted as broker to the company  

5 WOOD&Co or any of its affiliates are market maker(s) or liquidity provider(s) in relation to financial instruments of the company. 

6 In the past 12 months, WOOD&Co or any of its affiliates have provided to the company any services set out in Sections A and B or Annex I to the 

Directive 2014/65/EU of the European Parliament and of the Council, other than services listed under points 1, 3, 4 or 5 above, or received 

compensation for such services from the company. 

7 The authoring analyst or any individual involved in the preparation of this investment research have purchased/received shares in the company prior 

to a public offering of those shares; and the price at which they were acquired along with the date of acquisition are disclosed above. 

8 The authoring analyst or any individual involved in the preparation of this investment research has a direct ownership position in securities issued by 

the company. 

9 A partner, director, officer, employee or agent of WOOD&Co and its affiliates, or a member of his/her household, is an officer, or director, or serves 

as an advisor or board member of the company. 

10 WOOD&Co or its affiliates hold a net long or short position exceeding the threshold of 0,5% of the total issued share capital of the company, calculated 

in accordance with Article3 of Regulation (EU) No 236/2012 and with Chapters III and IV of Commission Delegated Regulation (EU) No 918/2012. 

11 The company owns more than 5% of the total issued share capital in WOOD&Co or any of its affiliates. 

  
 

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among 

other factors) the overall profits of WOOD&Co, which includes corporate finance/investment banking, sales and trading and principal trading revenues. 

However, such authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific activities, 

or to recommendations contained in the investment research. One factor in equity research analyst compensation is arranging corporate access 

events/meetings between institutional clients and the management teams of covered companies (with the company management being more likely to 

participate when the analyst has a positive view of the company). 

WOOD&Co and its affiliates may have a corporate finance/investment banking or other relationship with the company that is the subject of this investment 

research and may trade in any of the designated investments mentioned herein either for their own account or the accounts of their clients, in good faith or 

in the normal course of market making. Accordingly, WOOD&Co or their affiliates, principals or employees (other than the authoring analyst(s) who prepared 

this investment research) may at any time have a long or short position in any such designated investments, related designated investments or in options, 

futures or other derivative instruments based thereon. 

WOOD&Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by 

the relevant employees and Chinese Walls as monitored by Compliance. For further details, please see our website at https://www.wood.cz/mifid-

information/. 

The information contained in this investment research has been compiled by WOOD&Co from sources believed to be reliable, but (with the exception of the 

information about WOOD&Co) no representation or warranty, express or implied, is made by WOOD&Co, its affiliates or any other person as to its fairness, 

accuracy, completeness or correctness. WOOD&Co has not independently verified the facts, assumptions, and estimates contained herein. All estimates, 

opinions and other information contained in this investment research constitute WOOD&Co’ judgement as of the date of this investment research, are subject 

to change without notice and are provided in good faith but without legal responsibility or liability. 

WOOD&Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this investment research. WOOD&Co’s affiliates, proprietary trading 

desk and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this investment 

research. 

This investment research is provided for information purposes only and does not constitute or form part of an offer or invitation or solicitation to engage in 

investment activity or to buy or sell any designated investments discussed herein in any jurisdiction. As a result, the designated investments discussed in this 

investment research may not be eligible for offer or sale in some jurisdictions. This investment research is not, and under no circumstances should be 

construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the 

business of a securities broker or dealer in that jurisdiction. 

This investment research is prepared for general circulation to WOOD&Co’s clients and does not have regard to the investment objectives, financial situation 

or particular needs of any particular person. Investors should consider this report as only a single factor in making their investment decision and obtain advice 

based on their own individual circumstances before making an investment decision. To the fullest extent permitted by law, none of WOOD&Co, its affiliates 

or any other person accepts any liability whatsoever for any direct or consequential loss arising from or in connection with the use of this investment research. 

For United Kingdom or European Residents: 

This investment research is only for persons who are eligible counterparties or professional clients within the meaning of Directive 2014/65/EU of the European 

Parliament and of the Cpinsil of 15 May 2014 on markets in financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU and is 

exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or any analogous legislation) on the communication of 

invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described 

in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 
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2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. 

This material is not for distribution in the United Kingdom or Europe to retail clients, as defined under the rules of the Financial Conduct Authority. 

For United States Residents: 

This investment research distributed in the United States by WOOD&Co, and in certain instances by Brasil Plural Securities LLC (“Brasil Plural”), a U.S 

registered broker dealer, only to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 

1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (“SEC”). This investment research is not intended for 

use by any person or entity that is not a major U.S institutional investor. If you have received a copy of this research and are not a major U.S institutional 

investor, you are instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to WOOD&Co or to Brasil Plural. 

Analyst(s) preparing this report are employees of WOOD&Co who are resident outside the United States and are not associated persons or employees of 

any U.S. registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (“FINRA”) or to 

Regulation AC adopted by SEC which, among other things, restrict communications with a subject company, public appearances and personal trading in 

securities by a research analyst. Any major U.S Institutional investor wishing to effect transactions in any securities referred to herein or options thereon 

should do so by contacting a representative of Brasil Plural. Brasil Plural is a broker-dealer registered with the SEC and a member of FINRA and the Securities 

Investor Protection Corporation. Its address is 545 Madison Avenue, 8th Floor, New York, NY 10022 and its telephone number is 212-388-5613. WOOD&Co 

is not affiliated with Brasil Plural or any other U.S registered broker-dealer. 
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