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 2005 2006 2007E 2008E 2009E
Revenues (PLNm) 139.9 208.9 402.7 531.6 778.7
EBITDA (PLNm) 13.9 18.9 44.5 69.6 103.9
EBIT (PLNm) 11.0 13.8 39.1 60.8 92.2
Net profit (PLNm) 7.1 8.7 25.3 41.7 68.2
EPS (PLN) 0.16 0.17 0.49 0.81 1.32
CEPS (PLN) 0.23 0.27 0.60 0.98 1.55
BVPS (PLN) 2.01 2.94 3.75 4.88 6.71
P/E (x) 82.0 79.0 27.1 16.4 10.0
P/CE (x) 57.9 49.7 22.3 13.6 8.6
P/BV (x) 6.6 4.5 3.5 2.7 2.0
EV/Sales (x) 4.2 3.4 1.6 1.3 0.9
EV/EBITDA (x) 42.5 37.5 14.3 9.7 7.0

 

Shareholder structure: S. Rosnowski 50.9% 

Following our meeting with the Deputy Prime Minister and Minister of Agriculture 
Mr. Andrzej Lepper who is responsible for the regulations governing the biofuels 
market, we believe that that our constructive stance on Elstar Oils will soon find 
support in new legislation. Both projects currently under parliamentary discussion 
include a hike in tax relief of up to PLN 1.97-2.2/litre from the current PLN 1.0/litre. 
Timing? In the light of the 15 May deadline for EU subsides for farmers related to 
energy plants growing, we believe that the new legislation should be voted already in 
April 2007. Following the recent underperformance of the stock, provoked by cuts in 
tax reliefs by the Ministry of Finance (from PLN 1.5-2.2/litre), Elstar Oils is trading at 
our P/E of 16x for 2008 and 10x for 2009, a respective 7% above and 12% below its 
Western European peers. Our updated target price of PLN 18.0/share offers 36% 
upside potential. We reiterate our BUY recommendation for the stock. 

Self-defence (“SD”) proposed changes to the include: 1) zero excise tax on bio-components 
used for the production of bio-fuels, which effectively results in PLN 1.882/l excise tax relief 
and 2) a waiver of the PLN 0.092/l fuel surcharge. The resulting overall reduction of tax 
expenses should total PLN 1.97/l vs. the current relief of PLN 1.00/l.  

Polish Peasant Party (“PSL”) proposal means, in effect, a return to the pre-22 December 
2006 regulations which would provide excise tax relief in the range of PLN 1.50-2.20/l. 
Importantly, both SD and PSL have submitted legal opinions that put forth that the MoF 
argument as to an EU-imposed limit on tax reliefs (to not exceed PLN 1.0/litre) does not hold. 

In addition to the two aforementioned proposals, the Ministry of the Economy has 
presented its “Long-term programme for the promotion of biofuels in 2008-2014”, which 
includes: 1) National Indicatory Target growth path from 2.30% in 2007 to 7.55% in 2014 
(implying ca. 220,000t-875,000t of diesel bio-components), 2) CIT reduction by 19% of the 
difference between the cost of manufacturing bio-components vis-à-vis that of fossil fuel, and 
3) EU-supported subsidies of up to EUR 77m.  

Following its recent underperformance, Elstar Oils is trading at a P/E of 16.4x and 10.0x for 
2008 and 2009, implying a 6.8% premium and 12.1% discount to European peers’ average, 
respectively. We have rolled our 12-month target price for Elstar Oils from PLN 17.5 to 
PLN 18.0, offering 35.8% upside potential. We reiterate our BUY rating on the stock. 

Elstar Oils 
Food Products 
Poland 

PLN 13.25 
Buy 
 
 
 
 
Target price: PLN 18.00 
(Previously PLN 17.50) 

WIG index 
56,289 
 
# of shares 
51.6m 
 
MCAP 
PLN 684m 
US$ 235m 
 
Free float 
PLN 336m 
US$ 115m 
 

10

12

14

16

18

20

Mar-06 Jun-06 Sep-06 Dec-06 Mar-07
Elstar Oils  

80

100

120

140

160

Mar-06 Jun-06 Sep-06 Dec-06 Mar-07

Elstar Oils WIG

(Rebased to 100)

 

Analyst 
Łukasz Wachełko 
Tel. +48 22 520 9965 
wachelkol@ca-ib.com.pl 
 
http://research.ca-ib.com 
 
 
 
 
 

Self-defence of bio-fuels. BUY reiterated 

30 March 2007 

Company Update 

 



Elstar Oils  March 2007 

 

11

CA IB International Markets Ltd

Distribution of CA IB’s current stock ratings 

Coverage Universe 

 Buy Hold Sell Coverage In 
Transition Restricted 

Count 54 45 20 8 2 

% of total 41.9 34.9 15.5 6.2 1.6 
 
Investment Banking Clients* 

 Buy Hold Sell Coverage In 
Transition Restricted 

Count 3 4 0 1 2 

% of total 30.0 40.0 0.0 10.0 20.0 
 
* Investment Banking Clients are companies from whom CA IB International Markets Ltd. or CA IB Corporate Finance Ltd. or an 

affiliate has received investment banking compensation within the last 12 months. 
 
Please note that CA IB’s stock ratings have to be interpreted individually by each investor in the context of their investment policy, 
the existing portfolio and risk considerations. 

 

History of CA IB's rating of Elstar Oils 
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Other regulatory disclosures 

 1 2 3 4 5 6 

Elstar Oils Yes No No No No No 

 

Legend: 
1) CA IB International Markets Ltd. or an affiliate was a manager or co-manager of a public offering of securities of this company 

within the past 12 months. 
2) CA IB International Markets Ltd. or an affiliate has received compensation for investment-banking services within the past 12 

months. 
3) CA IB International Markets Ltd. or an affiliate acts as a stabilising manager, market maker or designated sponsor of the 

analysed securities on the stock exchange. 
4) CA IB International Markets Ltd. and/or an affiliate together own at least 5% of the equity securities of the company. 
5) The analyst owns securities in the company they cover in this report. 
6) The analyst is on the supervisory/management board of the company they cover. 
 
 
CA IB International Markets Ltd is not a party to an agreement with any company in its coverage universe to provide investment 
research. Company research may be made available to the analysed company or companies prior to publication and may 
subsequently be revised. 
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Analysts' Certification  

The analysts certify that their views regarding the companies and the securities in this report are truly expressed and that they have not received nor 
will receive direct or indirect compensation in exchange for publishing specific views or recommendations in this report. 
 

This document is intended for the sole use of the person to whom it is addressed. It must not be transmitted further without the written permission of CA IB International Markets Limited or 
one of its associated companies (together and individually referred to as “CA IB”). 

This document is provided as a service to market professionals, institutional, ordinary business and accredited investors, clients or customers only; it must not be passed to private or retail 
clients in any territory. It has been prepared and issued by CA IB on the basis of publicly available information, internally developed data and other sources believed to be reliable. All 
reasonable care has been taken to ensure the facts stated are accurate and opinions given are fair and reasonable, but no guarantee, warranty or representation expressed or implied is 
given; all opinions and estimates included constitute our good-faith judgement at this date, but are subject to change without notice; neither CA IB nor its directors, officers or employees 
shall in any way be responsible for its contents. CA IB, or its clients or customers, may trade as market maker or specialist in the investments or securities that are the subject of this 
document, or in related investments, and may have acted upon, bought for their own account or used the information contained in this document or the research or analysis on which it is 
based, before its publication. CA IB, its shareholders, directors, officers or employees may have a long or short position or be otherwise interested in the investments or securities referred to 
in this document, or in options on such investments or securities, or in related investments (including other securities of the same issuer). This document is published for private reference 
purposes only and is not an offer or solicitation to buy or sell the investments or securities referred to. CA IB have, or may seek to have, an investment banking relationship with any of the 
companies mentioned in this document. Within the past three years CA IB may have acted as manager or co-manager in the most recent registered public offerings, or in private placements 
of some of the companies or securities mentioned in this document. Unless otherwise noted, sources for all information in charts and tables are CA IB estimates. 

The prices or values of the securities and any income generated therefrom may go down as well as up and can fluctuate and fall against the investor. There may be no income at all or it 
may be paid from capital. The securities or investments may cause the investor to lose the amount invested, as in addition past performance is not necessarily a guide to future 
performance. Changes in exchange rates may have an adverse effect on the value, price or income of the securities or investments. If taxation is referenced, the levels, basis for and relief 
from taxation may change. Any investment or security referred to in this document may not be suitable for every investor who receives it, and if in doubt the investor must seek advice from 
their investment adviser. Investors should be aware of the additional and special risks associated with securities and investments in emerging or developing markets. The securities or 
investments referred to in this document may be difficult to sell or realise, and information about them or the risks to which they are exposed may be unreliable or difficult to obtain. Investors 
should make themselves aware of any local laws governing such securities or investments. 

CA IB uses a variety of valuation methods including but not limited to peer group comparisons of earnings, cash flow and book value multiples and methods based on discounted cash flows. 
Although the definition and application of these methods are based on generally accepted industry practices and models developed in the financial economics literature, please note that 
there is a range of reasonable variations within these models. The application of models typically depends on forecasts of a range of economic variables, which may include, but not limited 
to, interest rates, exchange rates, earnings, cash flows and risk factors that are subject to uncertainty and also may change over time. Any valuation is dependent upon inputs that are based 
on the subjective opinion of the analysts carrying out this valuation. Investors and other readers to whom the research is addressed may request further information and details with respect 
to the valuation models or assumptions applied to the models. 

Recommendations and Stock Ratings 

CA IB utilises a three-tier recommendation system for stocks under formal coverage: BUY, HOLD, or SELL (see definitions below). 
A BUY is applied when the expected total return over the next 12M is higher than the stock's cost of equity, or required return. 
A HOLD is applied when the expected total return over the next 12M is lower than its cost of equity but higher than zero. 
A SELL is applied when the stock's expected total return over the next 12M is negative. 

CA IB employs two further categorisations for stocks under coverage: 
RESTRICTED: A rating and financial forecasts and target price are not disclosed owing to compliance or other regulatory considerations such as a blackout period or conflict of interest. 
COVERAGE IN TRANSITION: Due to changes in the research team, the disclosure of a stock's rating and target price and financial information are temporarily suspended. The stock 
remains in the CA IB research universe and disclosures of relevant information will be resumed in due course. 

Temporary movements by stocks across the boundaries of these categories due to share price volatility will not necessarily trigger a recommendation change. CA IB will advise as 
and when coverage of securities commences and ceases.  CA IB has no policy or standard as to the frequency of any updates or changes to its coverage policies. 

The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other 
MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an “as is” basis. The 
user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of 
the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any 
kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. 

The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor’s. GICS is a service 
mark of MSCI and S&P and has been licensed for use by CA IB. 

This document may not be passed on to any person in the United Kingdom (i) who is a private customer (ii) unless that person or entity qualifies as an authorised or exempted person within 
the meaning of the UK Financial Services and Markets Act 2000 (the “Act”), as supplemented or amended, or to other persons of a kind described in the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2001, or to persons who can be treated as “intermediate customers” for the purposes of the Conduct of Business Rules of the Financial Services Authority. 
Certain securities or investments mentioned in this document may not have been and may not be registered in the US under The Securities Act 1933 ("1933 Act") or The Investment 
Company Act 1940 ("1940 Act") and, as such, will not and may not be offered for sale or sold generally to the public in the US, its territories, possessions or protectorates under its 
jurisdiction, or to any citizen, resident, corporation, partnership or other entity formed or present therein other than under certain exemptions available to accredited or sophisticated 
institutional investors under the 1933 or 1940 Acts. Failure to comply with these restrictions may constitute a violation of UK & US Securities laws, and in any other jurisdictions where 
restrictions apply. 

This document is communicated in the UK by CA IB International Markets Limited of 80 Cheapside, London EC2V 6EE. Tel: +44 20 7309 7888; Fax: +44 20 7309 7887. CA IB International 
Markets Limited is authorised and regulated by the Financial Services Authority. Any qualifying person or institution receiving this document in the UK requiring information or seeking to 
effect a transaction in the securities or investments should contact CA IB International Markets Limited, attention Head of Sales. 

This document is released under restriction in the US by HVB Capital Markets Inc, Member of NASD, 150 East 42nd Street, New York NY 10017. Tel: + 1 212 672 6140; Fax: + 1 212 672 
6154. Any qualifying person or institution receiving this document in the US requiring information or seeking to effect a transaction in the securities or investments should contact HVB 
Capital Markets Inc., attention Head of Sales.  

UniCredit Markets & Investment Banking is a division which is composed of the respective divisions of Bayerische Hypo- und Vereinsbank AG, Munich, Bank Austria Creditanstalt AG, 
CA IB International Markets Ltd, London and UniCredit Banca Mobiliare S.p.A., Milan, CA IB Corporate Finance Beratungsgesellschaft mbH, Vienna and certain other investment banking 
subsidiaries. For more information about Unicredit Markets & Investment Banking please refer to www.makingtherightconnections.com. 
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