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Price Target Revision

Positive trends in the cement sector

We increase our TP for AKCNS by 68% to TL 73,40/share reflecting
revisions in our macro assumptions and 3Q22 realizations. The new PT
offers 40% upside. The share trades at 10.7x 2022E EV/EBITDA and 7.5x
2022E P/E. Main factors behind the TP revision are the depreciation of the
Turkish Lira since our last revision having a positive effect on international
operations, partial normalization in the enegy costs and sustained

demand.
Pressure on the margins but solid financial and operational results

Akcansa managed to increase cement and clinker prices both in domestic
and international markets they are operating. Therefore, negative cost
side shocks of the previous quarters, have now been almost fully reflected
on prices. Akcansa announced a net profit of TL825mn in 3Q22 pointing
an immense YoY jump of 2223%. The reason behind the major deviation
of net profit from estimates is TL 560mn deffered tax income recorded
due to the revaluation of tangible assets. Excluding deferred tax gains, net
earnings still points to both yearly and quarterly improvement. Price
adjustments in line with inflation, while both domestic and export
demand remained mostly stable, were the main drivers of improved
operating profits. Although the volumes are stable, upward updates in
prices and devaluation in TL, growing export revenues, contributed

positively to the revenue growth as well.

In the previous quarters, Akgansa was able to buffer negative pressures
due to sharp rise in energy prices to some extent by utilizing relatively
cheaper alternative fuels and lower cost fuel in its inventories. However,
as high input prices (mainly energy) persist, EBITDA margin contracted on
a QoQ basis, diverging from historical averages and dragging the year end
estimate lower. Net debt position of the company decreased to TL785mn
in 3Q22 from TL1,136mn in 2Q22. (only 77% higher compared with 3Q21

Net Debt of TL 443mn). 4Q22 outlook also remains positive for Akcansa.
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Price 52.35 2.81
Target Price 73.39 3.83
Prev.TP 43.69 2.18
Mcap (mn) 10,022 538
Float Mcap (mn) 2,058 110
Avg.Daily Volume (3M, mn) 20.5 2.4
No. of Shares Outstanding (mn) 191
Free Float (%) 21
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Price Perf. (%) 1Mn Ytd 12 Mn
TL 45.8 198.0 199.5
uss 45.7 113.4 102.9
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Although electricity prices continue to remain elevated, there are some positive developments on the fuel cost side as the coal
and petcoke prices eased to some extent. Besides, continuing price increases both on the domestic and export side may also
support the bottom line in Q4. Lastly, as the weather conditions remained bening until the end of november, the seasonality

effect may be lesser in Q422.

Risks

Geopolitical risks driven cost hikes, supply chain bottlenecks and inflationary pressures are key risk factors for our estimates and
valuation. Lastly, we assumed that fuel and the electiricity prices, which are rising considerably in the last three quarters, will
normalize in the upcoming years in a way to decrease costs and support margins. Thus, the persistence of high input prices stands
out as a major risk to our estimations. Last but not least, a negative domestic and/or foreign demand-side shock may create a

dowside risk to our estimations and TP.
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Akcansa
Haci Omer Sabanci Holding Anonim Sirketi 39.7 Akcansa Cimento Sanayi ve Ticaret AS (Akcansa) is a Turkey-based manufacturer of cement, clinker,
Heidelbergcement Ag 39.7 ready-mixed concrete (RMC) and aggregates. Itis also engaged in port operations in Canakkale and
Other 20.6 Ambarli.
Income Statement (mn %) 2020A 2021A 2022E 2023E|Balance Sheet (mn %) 2020A 2021A 2022E  2023E
Net Sales 1,967 2,871 8,498 11,239 Current Assets 1,037 1,795 3,533 5,113
Gross Profit (Loss) 332 4 1,403 1,947 Cash and Cash Equivalents 318 265 765 1,012
Operating Expenses 110 124 215 316 Short-Term Trade Receivables 442 563 1,666 2,540
Core Operating Profit 222 297 1,188 1,631 Inventories 180 773 1,032 1,466
Non-operating Income (Exp.) 7 9 15 22 Other Current Assets 96 195 71 95
Net Financial Income (Exp.) -41 -51 -119 -337 Long Term Assets 1,395 1,708 2,848 3,379
PBT 146 233 1,111 1,353 Tangible Fixed Assets 853 904 1,180 1,578
Tax Expense (Income) 31 -70 267 271 Intangible Fixed Assets 44 45 46 46
Net Profit 115 304 844 1,083 Other Long-Term Assets 498 324 1,623 1,754
Recurring Net Profit 115 304 844 1,083 Total Assets 2,432 3,503 6,381 8,492
NOPAT 191 226 922 1,360 Short Term Liabilities 838 1,796 2,725 3,040
EBITDA 314 404 1,313 1,782 Short-Term Financial Loans 326 700 1,402 1,165
Short-Term Trade Payables 444 1,016 1,166 1,655
Growth & Operating Perf. 2020A 2021A 2022E  2023E Other Short-Term Liabilities 68 125 156 220
Growth Long Term Liabilities 387 164 667 756
Net Sales 8% 46% 196%  32% | yng-Term Financial Loans 281 90 452 475
EBIT 51%  34%  301% 3% (yher L ong-Term Liabilities 106 74 215 281
EBITDA 2% 2% 25% % oy 1,207 1,543 2,990 4,696
Net Profit -53% n-a 178% 28% Parent Shareholders Capital 1,195 1,543 2,990 4,696
Operating Performance Share Capital 191 191 191 191
Gross Margin 16.9% 14.7% 16.5% 17.3%
EBIT Margin 13%  10.3% 14.0%  14.5% Reserves and Other Items 889 1,048 1,954 3,422
EBITDA Margin 16.0%  14.1% 155%  15.9% Current .Yerflr- Income (L?sses) 115 304 844 1,083
Effective Tax Rate 16.2%  -24.0% 200%  -20.0% Total Liabilites & Equity 2,432 3,503 6,381 8,492
Net Profit Margin 5'8:/" 10'6?’ 9'9:/° 9'6:/" Cash Flow (mn 1) 2020A 2021A  2022E  2023E
o U9 B 9 BE ecmmmonime w e
. . . . Earnings Before Adjustments 146 233 1,111 1,353
Ratio Analysis N Ty Depreciation & Amortisation 191 109 125 1o
Adi. P/ E (x) nm 314 1.3 88 Change in Working Capital -14 -248 -1,057 -780
EV / EBITDA (x) 329 25.5 79 58 Other Operating Cash Flow 44 17 25 841
EV / Sales (x) 53 36 12 o9  Cashfrom Inv. Operations 19 -9 375 512
P/B (x) 8.0 6.2 3.2 20 Capital Expenditures -120 -146 -401 -550
EPS (5) 0.6 16 4.4 5.7 Other Inv. Cash Flow 1 50 26 38
DPS () 0.0 0.5 1.4 1.3  Free Cash Flow 158 -8 71 1,053
Dividend Yield 34%  2.6% 23%  27%  Cashfrom Fin. Operations 8 -35 672 -806
Net Debt (Cash) (mn %) 289 525 1,090 628  Change in Financial Debt 15 164 1,064 215
Net Debt / EBITDA (x) 0.9 1.3 0.8 0.4  Dividends Paid -47 105 273 -253
Net Debt / Equity (x) 0.2 0.3 0.4 0.1 Other Financing Cash Flow -61 -94 -120 -339
Source: Is Investment Net Change in Cash 166 -53 501 248
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IFRS Income Statements (TL mn) 3Q21 4Q21 1Q22 2Q22 3Q22
Net Sales 751 895 1,240 2,044 2,586
Gross Profit 103 93 170 399 421
Operating Expenses 27 41 42 49 60
EBIT 76 52 128 350 362
Depreciation & Amortization 28 27 29 31 32
EBITDA 104 79 157 381 394
Non-Operating Income (Expense) -26 7 -40 -61 -58
PBT 50 59 88 289 303
Tax Income (Expense) -14 114 15 -58 522
Minority Interest 1 -1 0 0 0
Net Profit 36 175 103 231 825
Growth & Profitability 3Q21 4Q21 1Q22 2Q22 3Q22
Growth
Sales Growth (y/y) 40% 52% 135% 193%  244%
Opex Growth (yly) 15% 22% 51% 73%  123%
EBIT Growth (y/y) -18% -30% 166% 190%  376%
EBITDA Growth (y/y) -12% 21% 111% 156%  280%
NI Growth (y/y) 45%  322% 315% 237% 2223%
Margins
Gross Margin 13.7% 10.4% 13.7% 19.5% 16.3%
Opex to Sales 3.6% 4.6% 3.4% 2.4% 2.3%
EBIT Margin 10.1% 5.8% 10.3% 17.1% 14.0%
EBITDA Margin 13.8% 8.8% 12.7% 18.6% 15.2%
Net Margin 47% 19.5% 8.3% 11.3% 31.9%
PBT Margin 6.7% 6.6% 71% 14.1% 11.7%
ROE (Annualized) 13.9% 23.2% 26.4% 34.1% 66.9%
ROA (Annualized) 6.7% 10.8% 11.9% 14.7% 28.9%
Effective Tax Rate 27.3% -192.5% -17.5% 20.1% -172.0%
Operating Cash Flow Margin 6.9% -3.8% -36.3% 10.0% 20.0%
Free Cash Flow Margin 3.8% -4.0% -40.8% 54% 17.1%
Operational Cash Flow / EBITDA 50% -43%  -286% 54%  131%
IFRS Cash Flow Statements (TL mn) 3021 4Q21 1Q22 2Q22 3Q22
Net Cash from Operations 52 -34 -450 205 517
Earnings Before Adjustments 50 59 88 289 303
Depreciation & Amortisation 28 27 29 31 32
Others 9 -44 33 70 12
Change in Working Capital -35 -75 -600 -184 169
Cash from Investment Operations -23 -2 -56 -96 -74
Capital Expenditures -23 -52 -74 -96 -76
Cash from Other Investment Operations 0 50 18 0 2
Free Cash Flow 28 -36 -506 110 442
Cash from Financial Operations -40 153 434 -80 98
Change in Financial Debt -17 189 483 55 151
Dividends Paid 0 0 0 -92 0
Cash from Other Financial Operations -23 -36 -49 -42 -53
Effect of Exchange Rate 0 0 0 0 0
Net Change in Cash & Cash Equivalents -11 117 -72 30 541
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IFRS Balance Sheet (TL mn) 3Q21 4Q21 1Q22 2Q22 3Q22
Current Assets 1,181 1,795 2,172 2,678 3,572
Cash and Cash Equivalents 148 265 193 222 763
Short-Term Trade Receivables 519 563 834 1,280 1,589
Inventories 390 773 856 860 949
Other Current Assets 124 195 290 315 272
Long Term Assets 1,539 1,708 1,827 1,888 2,785
Long-Term Financial Assets 384 431 471 468 762
Investments with Equity Method 0 0 0 0 0
Tangible Fixed Assets 881 904 945 1,010 1,057
Intangible Fixed Assets 173 175 184 189 191
Right of Use Assets (IFRS 16) 92 103 107 107 113
Other Long-Term Assets 9 96 120 115 662
Total Assets 2,720 3,503 3,999 4,566 6,357
Short Term Liabilities 1,181 1,796 2,145 2,216 2,892
Short-Term Financial Loans 508 700 1,185 910 1,096
Short-Term Trade Payables 588 1,016 859 1,133 1,642
Other Short-Term Liabilities 85 80 101 172 154
Long Term Liabilities 194 164 170 531 540
Long-Term Financial Loans 84 90 94 449 452
Other Long-Term Liabilities 111 74 76 82 88
Equity 1,345 1,543 1,684 1,819 2,924
Parant Share 1,331 1,543 1,684 1,819 2,924
Total Liabilities and S.Holders' Equity 2,720 3,503 3,999 4,566 6,357
Investments & Indebtness 3Q21 4Q21 1Q22 2Q22 3Q22
Net Capex 23 52 74 96 76
Capex to Sales 3.1% 5.8% 6.0% 4.7% 2.9%
Inflow (Outflow) for WCR (Cash Flow Stateme -35 -75 -600 -184 169
Change in WCR / Sales 4.7% -84% -48.4% -9.0% 6.5%
Net Debt (Cash) 60 95 615 669 23

Net Debt / EBITDA (Annualized) 0.1 0.2 1.3 0.9 0.0
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This report has been prepared by “is Yatinm Menkul Degerler A.S.” (Is Investment) solely for the information of clients of is Investment. Opinions and
estimates contained in this material are not under the scope of investment advisory services. Investment advisory services are given according to the
investment advisory contract, signed between the intermediary institutions, portfolio management companies, investment banks and the clients. Opinions
and recommendations contained in this report reflect the personal views of the analysts who supplied them. The investments discussed or recommended
in this report may involve significant risk, may be illiquid and may not be suitable for all investors. Investors must make their decisions based on their
specific investment objectives and financial positions and with the assistance of independent advisors, as they believe necessary.

The information presented in this report has been obtained from public institutions, such as Istanbul Stock Exchange (ISE), Capital Market Board of Turkey
(CMB), Republic of Turkey, Prime Ministry State Institute of Statistics (SIS), Central Bank of the Republic of Turkey (CBT); various media institutions, and
other sources believed to be reliable but no independent verification has been made, nor is its accuracy or completeness guaranteed.

All information in these pages remains the property of is Investment and as such may not be disseminated, copied, altered or changed in any way, nor may
this information be printed for distribution purposes or forwarded as electronic attachments without the prior written permission of is Investment.

(www.isinvestment.com)
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