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• The construction company Enemona (E4A) posted 
the worst negative quarterly result since it became pub-
lic listed. As a result, the profitability of Enemona con-
tinued to worsen on trailing basis. However , EBIT margin 
was stable for the last 12 months but the company 
needs to generate additionally BGN 6 million for the 
profit to remain flat as compared to 2010.  
• The quarterly revenues declined 12% as compared 
to 4Q 2010 but are 15% higher on yearly basis. The 
positive effect from the sale of financial assets was lim-
ited to BGN 4.2 million in the consolidated report. Ene-
mona received BGN 18.4 million for the capital of Agro 
Invest Engineering. Revenues from goods sold were 
46% of total sales and represented the trading with 
electricity and natural gas. Enemona’s energy trading is 
generating the growth of revenues but the profit margin 
of the segment is substantially lower than the construc-
tion business.  
• Enemona reported construction backlog for the 
amount of BGN 140 million or 2.2% higher than a year 
ago. This is the reason not to expect further decline of 
revenues from construction. 69% of the backlog is or-
ders from abroad and 7.5% are from government enti-
ties. The company is seeking to increase its operations 
abroad and is in process to receive the needed certifi-
cates for quality.  
• Receivables continued to increase to new record 
high. They exceeded 50% of total assets, whereas in-
ventories fell to 5% of total assets, reflecting the change 
of revenues’ structure. The equity of Enemona totaled 
44% of assets and despite the rising receivables, the 
debt decreased during the first quarter to BGN 81 mil-
lion. However , the debt-to-assets ratio of Enemona re-
mained above the average for Bulgarian blue chips. The 
company maintained its quick and current ratios at 
healthy levels. 
• The stock price was under pressure despite the posi-
tive trend on the Bulgarian market since the beginning 
of the year . Volumes were relatively light but investors 
remained reluctant to add the position while it is on the 
downside and it is posting lower profits from core opera-
tions. We don’t expect that this negative bias will change 
quickly. The difference between the prices of ordinary 
and preferred convertible stocks is significant – 45%. 
Preferred shares are less liquid but the difference could 
be explained with the risk aversion of investors. 
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 Multiples Valuation 

Table 1 
Multiples 

comparison 

 
Source: Enemona 
Calculations: ELANA Trading 
 

 We are using the consolidated results of Enemona for valuation purpose. The 
trailing results are showing the continuing deterioration of net profit but 
EBITDA is stabilizing during the first quarter of 2011. We expect that EBITDA 
will remain hardly changed in near future as order backlog is not declining on 
yearly basis. The return on equity is low but will improve when construction 
starts to increase.  
 

 Peers’ comparison 
 

 We compared Enemona to the ratios of the largest construction companies. 
However , the difference between the average and median multiples is signifi-
cant. Therefore, we prefer to use more conservative approach in the compari-
son by the median.  
 

Table 2 
Peers’  

Comparison 

 
Source: Bloomberg 
Calculations: ELANA Trading 
 

 Enemona is undervalued in terms of P/B and P/S ratios. However , the profita-
bility is still very low, which is weighting negatively on the investors’ confi-
dence. Market conditions are not positive and the stock is unlikely to be sup-
ported by individual investors before sizable and more sustainable improve-
ment of profits. But any increase of revenues from construction will also send 
the profit at much higher level, which will support the valuation. 
 

  

2009 2010 1Q 2011
Last Price 9.10 7.10 6.37
Number of Shares 11 933 600 13 036 501 13 036 501
Market Capitalization 108 595 760 92 559 157 83 042 511
Net Profit 14 816 000 4 662 000 2 871 000
P/E 7.33 19.85 28.92
Equity 96 497 000 106 295 000 104 710 000
P/B 1.13 0.87 0.79
Sales 185 513 000 188 897 000 194 711 000
P/S 0.59 0.49 0.43
EV 153 378 760 173 748 157 159 996 511
EBITDA 26 701 000 15 052 000 15 264 000
EV/EBITDA 5.74 11.54 10.48
RoE 15.35% 4.39% 2.74%
RoA 6.42% 1.86% 1.21%

Mutiples P/E P/B P/S EV/EBITDA
Median 11.86 1.05 0.64 9.32
Market Capitalization 34 057 869 110 085 811 123 724 432 65 267 709
Price 2.61 8.44 9.49 5.01
Weight 20% 30% 20% 30%

6.37
6.46

1.35%

Current Price
Fair Price 
Premium (Discount) to Current Price
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 Discounted Cash Flows 
 

 The DCF is better valuation method as it includes the future growth opportun i-
ties. Our DCF is based on moderate growth and margins that are close to the 
averages for the last 5 years with the presumption that the crisis in construc-
tion production in Bulgaria was exceptionally strong. Enemona has large orders 
from abroad, which could be behind future volatility in revenues. 
 

Table 3, DCF 
 

 
Calculations: ELANA Trading 
 

 EBITDA margin of 10% could prove to be very conservative expectation as 
comparing to the solid results before the crisis when construction’s share in 
revenues was much higher . The positive surprise could come from better 
growth of revenues and profit margins.  
We also used low growth rates of 5% for sales in 2011 and 10% for 2012. The 
company’s working capital is enormous but it will not grow faster than sales 
due to the eventually improved receivables. The calculated intrinsic value per 
share is BGN 10.08 or 58% above the current market price.  
 

 Recommendation and Price Target 
 

 Both comparison to peers and the discounting cash flows are showing the rea-
sonable valuation of Enemona. However , as mentioned above the stock price is 
reflecting the risks of volatility of profits and the lack of confidence in the sus-
tainable recovery of sales and margins. Therefore, the stock price should be 
near its lows and risks of initiating long positions are not prevailing.  
We give HOLD recommendation with one-year price target of BGN 8.27. How-
ever , if the company manages to show better results this year as compared to 
2010, the stock could easily jumps above the target when forecasts in our 
DCF-model would prove to be too conservative. 
 

 
  

Enemona Terminal
  BGN'000 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Year
EBIT 14 876 16 363 18 818 21 640 23 804 25 709 27 251 28 614 29 901 31 097 32 186
EBIT(1-T) 13 388 14 727 16 936 19 476 21 424 23 138 24 526 25 752 26 911 27 988 28 967
Add: D&A 4 959 5 454 6 273 7 213 7 935 8 570 9 084 9 538 9 967 10 366 10 729
Less: Investments 4 959 5 454 6 273 7 213 7 935 8 570 9 084 9 538 9 967 10 366 10 729
Less: Change NWC -5 570 7 438 14 181 15 368 8 656 5 396 1 714 9 084 8 584 7 974 7 510
FCF 18 958 7 289 2 754 4 109 12 768 17 742 22 812 16 669 18 327 20 014 21 457

PV FCF 17 234 6 024 2 069 2 806 7 928 10 015 11 706 7 776 7 772 7 716
Sum of PV FCF 81 048
PV of Continuing Value 127 272 Growth Rate
Total PV Free Cash Flows 208 320 SA 2.0% 3.0% 3.5% 4.0% 5.0%
Less: Outstanding Debt 81 840 8.0% 13.68 16.22 17.91 20.03 26.39
Plus: Financial Assets 4 886 9.0% 10.56 12.22 13.27 14.54 18.01
PV of Equity 131 366 10.0% 8.25 9.38 10.08 10.89 13.01
Number of Shares 13 037 11.0% 6.46 7.27 7.75 8.30 9.68
Price Per share 10.08 12.0% 5.05 5.63 5.98 6.37 7.32W

AC
C
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Financial data 
 

 
 

 
 

 
 
  

Statement of Income (in '000 BGN) 2007 2008 2009 2010 1Q 2011
Revenues 89 382 136 247 185 513 188 897 44 170
Production expenses 66 986 98 588 129 022 145 141 34 317
Personnel expenses 7 156 17 667 34 516 32 877 7 203
Net income from financial activities 5 153 3 545 3 948 2 968 410
Other revenues and expenses 352 812 778 1 205 0
EBITDA 20 745 24 349 26 701 15 052 3 060
Depreciation 1 952 3 038 4 665 4 481 1 154
EBIT 18 793 21 311 22 036 10 571 1 906
Interest expense 3 522 5 217 5 040 5 735 1 203
Pretax income 15 271 16 094 16 996 4 836 703
Taxes 889 1 586 1 771 389 263
After-tax income 14 382 14 508 15 225 4 447 440
Minority interest 396 464 409 (215) 2 025
Net income 13 986 14 044 14 816 4 662 (1 585)
Earnings per share in BGN 1.17 1.18 1.24 0.36 (0.12)

Balance Sheet (in '000 BGN) 2007 2008 2009 2010 1Q 2011
Total Assets 134 551 191 085 230 716 250 140 238 020
Equity subscriptions receivable 0 0 0 0 0
Fixed assets 49 637 80 963 104 602 115 648 94 677
Tangible fixed assets 41 842 64 736 72 423 80 964 54 663
Financial investments 3 664 11 836 15 373 9 917 9 955
Current assets 84 914 110 122 126 114 134 492 143 343
Inventory 26 216 45 492 20 715 12 245 10 312
Receivables 25 542 40 432 81 971 115 570 128 145
Financial assets 0 1 625 49 49 0
Cash and cash equivalents 33 106 22 519 23 379 6 628 4 886
Total liabilities + equity 134 551 191 085 230 716 250 140 238 020
Equity 76 354 85 223 96 497 106 295 104 710
Registered capital 11 934 11 934 11 934 13 037 13 037
Capital funds 49 932 59 300 55 176 75 345 75 345
Earnings 14 488 13 989 29 387 17 913 16 328
Liabilities 58 197 105 546 133 903 143 529 132 994
Long-term payables 20 162 23 825 7 111 9 757 7 302
Long-term bank loans 8 069 17 544 11 987 20 422 21 462
Short-term bank debt 7 566 28 655 56 175 67 395 60 378
Short-term payables 19 289 32 393 52 494 40 034 39 682
Other liabilities 29 0 0 0 0
Working capital 58 059 49 074 17 445 27 063 43 283

Number of shares: 11 933 600 11 933 600 11 933 600 13 036 501 13 036 501
Price in BGN - period end: 17.67 13.40 9.10 7.10 6.37
Market cap in BGN - period end: 210 866 712 159 910 240 108 595 760 92 559 157 83 042 511



                Enemona 1Q 2011 Report          2 June 2011 
 

 - 5 - 

 

 
 

 
  

Financial and Performance Indicators 2007 2008 2009 2010 1Q 2011
Valuation Ratios
Price/Earnings (P/E) 15.08 11.39 7.33 19.85 -52.39
Book Value (BV) 6.40 7.14 8.09 8.15 8.03
Price/Book (P/B) 2.76 1.88 1.13 0.87 0.79
Sales Per Share 7.49 11.42 15.55 14.49 3.39
Price/Sales (P/S) 2.36 1.17 0.59 0.49 1.88
Price/Cash per share 13.23 9.36 5.57 10.12 -192.67
EV (in BGN) 178 366 161 911 109 737 110 451 102 677
EV/Sales 2.00 1.19 0.59 0.58 2.32
EV/EBITDA 8.60 6.65 4.11 7.34 33.55
EV/EBIT 9.49 7.60 4.98 10.45 53.87
Liquidity
Current ratio 3.16 1.80 1.16 1.25 1.43
Quick ratio 2.19 1.06 0.97 1.14 1.33
Debt Management
Debt to total assets 0.43 0.55 0.58 0.57 0.56
Interest coverage 5.34 4.08 4.37 1.84 1.58
LT Debt/Equity 0.37 0.49 0.20 0.28 0.27
Total Debt/Equity 0.76 1.24 1.39 1.35 1.27
Asset Management
Inventory turnover 3.41 2.99 8.96 15.43 4.28
Days sales oustanding 103 107 159 220 1044
Fixed asset turnover 1.80 1.68 1.77 1.63 0.47
Total asset turnover 0.66 0.71 0.80 0.76 0.19
Profitability
Profit margin on sales 15.6% 10.3% 8.0% 2.5% -3.6%
EBITDA margin 23.2% 17.9% 14.4% 8.0% 6.9%
Basic earning power 14.0% 11.2% 9.6% 4.2% 0.8%
Return on assets 10.4% 7.3% 6.4% 1.9% -0.7%
Return on equity 18.3% 16.5% 15.4% 4.4% -1.5%
Return on investments 13.4% 11.1% 12.8% 3.4% -1.2%
Dividend Information
Dividend Yield n/a n/a n/a n/a n/a
Dividend per share n/a n/a n/a n/a n/a

Number of shares: 11 933 600 11 933 600 11 933 600 13 036 501 13 036 501
Price in BGN - period end: 17.67 13.40 9.10 7.10 6.37
Market cap in BGN - period end: 210 866 712 159 910 240 108 595 760 92 559 157 83 042 511
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Disclaimer 
 
Analyst Certification: The research analyst(s) certifies that: (1) all of the views expressed in this document accurately 
reflect his or her personal views about any and all of the subject securities or issuers; (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed 
by the research analyst(s) in this document.  
Financial Interest: ELANA Trading may trade or own shares of the analyzed companies. The research analyst(s) is not 
holding shares of the analyzed companies, unless otherwise noted.  
Regulatory Authority: Financial Supervisory Commission, Shar Planina Street 33, 1303 Sofia, Bulgaria 
Information Disclosure: All reasonable care has been taken to ensure the facts stated are accurate and opinions given are 
fair and reasonable. Our recommendations are based on information available to the public that we consider to be reliable 
but for the completeness and accuracy of which we assume no liability. Neither ELANA Trading, nor its directors, officers 
or employees shall in any way be responsible for its contents. The views expressed may differ from the views of other firm 
departments or representatives. Additional information is available upon request. Unless otherwise noted, sources for all 
information in charts and tables are ELANA Trading’s calculations.  
Risks for Investors: Information in this document should not be regarded as an offer to buy or sell any financial instru-
ments. The investment possibilities discussed in this document may not be suitable for certain investors depending on their 
specific investment objectives and time horizon or in the context of their overall financial situation. In particular, the risks 
associated with an investment in the securities or the financial instruments under discussion are not explained in its entirety. 
The prices or values of the securities may go down as well as up and can fluctuate and fall against the investor. The securi-
ties or investments may cause the investor to lose the amount invested. Past performance is not a guide to future perfor-
mance. Changes in exchange rates may have an adverse effect on the value, price or income of the securities or invest-
ments.  
Valuation Methods: Company valuations are based on the following methods: multiple-based (P/E, P/B, EV/EBITDA), 
historical valuation approaches, peer comparisons, discount models (DCF, DDM) or asset-based evaluation methods. Valu-
ation models are dependent on macroeconomic factors, including interest rates, foreign exchange rates, prices of raw mate-
rials, and any expectations about the economy, the market sentiment. The valuation is based on expectations that might 
change rapidly and without notice, depending on developments specific to individual industries and countries. Recommen-
dations and target prices derived from the models might therefore change accordingly. The application of models depends 
on forecasts of a range of economic variables, thus there is a range of reasonable variations within models. Any valuation is 
dependent upon inputs that are based on the subjective opinion of the analysts carrying out this valuation.  
Recommendations: Analyst(s) recommendations are based on the specific factors for the company, sector, country and 
global developments, as compared to market indices. Recommendations and opinions reflect ELANA Trading's expecta-
tions over the 12-month period following publication from the perspective of long-only investment clients. ELANA Trad-
ing reserves the right to express different or contrary recommendations and opinions for different timescales or for other 
types of investment client. Except as otherwise noted, expected performance over next 12 months vary for different rec-
ommendations for Bulgarian stocks as follows:  
BUY More than 5% higher as compared to SOFIX and BG40 performance  
HOLD Market performance, +/-5% as compared to SOFIX and BG40 
SELL More than 5% lower as compared to SOFIX and BG40 performance 
Frequency of Recommendations: No schedule of recommendations is available. The frequency of recommendations 
depends on specific factors to individual companies and the opinion of the analyst(s) for the necessity of minor or major 
changes.  
Copyrights: The copyrights of ELANA Trading analyses belong to the Research Department of the brokerage and their 
content cannot be used for commercial purposes. Replication and redistribution of ELANA Trading analyses content is 
expressly prohibited without the prior written consent of the appointed contacts listed below. 
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