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Moderate decrease in results

Ambra's revenues in Q3 2019/20 increased by 7.5% y/y and were lower than the
dynamics from previous quarters (11.6%) due to the impact of the epidemic on the
company's business since mid-March. The EBIT loss was PLN 1.2m vs. PLN 1.6m profit
a year earlier, while the net loss was PLN 2.5m vs PLN 0.2m loss. The direct impact of
the epidemic on Q3 results is a decrease in revenues by approx. 2-2.5 pp, while the
indirect impact was much greater, i.e. through a significant increase in EUR/PLN.
Exchange rate differences reduced the gross margin by approximately PLN 1.4 million
and increased financial costs by PLN 1.3 million due to an increase in liabilities due to
rights to use assets (IFRS 16). If not for the EUR/PLN increase, the net loss in Q3
2019/20 would be similar y/y. After 3 quarters of 2019/20, EBIT was PLN 54.8 million (+
3.8% y/y), and net profit of PLN 31.8 million was only PLN 0.5 million (1.6%) higher y/y.
Net debt increased by PLN 28.7 million y/y and at the end of Q3 19/20 amounted to PLN
27.9 million.
In response to the challenges of the coronavirus epidemic, Ambra will want to
renegotiate rents in rented stores and close some of the least attractive outlets.
Advertising expenses are to be strongly reduced and wages are to be made more
flexible in some of HoReCa. The company did not dismiss employees, however their
working time was limited. We expect the company to pay dividends for 2019/20,
although its amount this year remains under the influence of increased uncertainty. We
believe that the company can afford dividend payment at last year's level, i.e. PLN 0.7
per share, and this amount is possible. The level of debt looks slightly worse than a year
ago, however, the average annual net debt does not exceed 1x EBITDA (despite
temporarily increased inventories by approx. PLN 20 million), which is a very safe value.
The final decision will depend on the difficult to predict epidemiological and economic
situation as well as the organic investments planned for the next year. At the moment,
the management board assumes no significant acquisitions in the near future, and the
organic CAPEX is to amount to approx. PLN 20 million annuallyWe think a cautious
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In April the company suffered a slump in the sales of its own CENTRUM WINA /
DISTILLERS LIMITED stores and the HoReCa channel, which together account for
around 15% of the group's sales. In the rest of the business there are slight
declines, although it must be remembered that at the beginning of 2020 the
group's revenues increased by over 10% y/y. Thus, the impact of the epidemic at
its worst can be considered significant, but not dramatic. In the medium term, the
lowering of consumer sentiment caused by rising unemployment and lower wage
dynamics will have an impact however revenue dynamics should stabilize in the
range of 4-6%. The current P/E of Ambra is 15.4 for 2019/20 and 17.1 for 2020/21
(which is not high considering the bottom of the profits). As a result of worsening
profit outlook, we are lowering the target price for Ambra shares from 26.0 to 21.3,
and we downgrade from buy to accumulate rating after strong relative
performance since the last recommendation.
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The report was prepared by Millennium Dom Maklerski S.A. on the order of the Warsaw Stock Exchange S.A. within the Program of Analytical Coverage Support Information regarding the links between
Millennium Dom Maklerski S.A. with the company being the subject of this report and other required information were placed on the last page of the report.

Forecasts and valuation
Impementation of the government restrictions impacted negatively sales in its Ambra own stores
and the HoReCa channel. Therefore after several qurters with double digit sales growth we expect that the dynamics will slowdown in the whole 2019/20 year to 5.6% and –0.7% in 2020/21.
In the following 5 years, we expect an average annual revenue growth of 5.7%. We expect EBIT
will decrease y/y in both 2019/20 and 2020/21 to 51.7 mln PLN and 44.4 mln PLN (from 55.6 mln
PLN in 2018/19) due to lower gross profit margin and negative impact of some operating leverage. We expect Ambra not to take over any major goals beyond really valuable opportunistic
acquisitions in the next 1-2 years.
The company is listed with a P/E ratio equal to 15.4 for 2019/20 profits and 17.1 for the next
financial year. Considering very strong operating cash flows, the bottom of the prtofits and solid
dividends, this indicator is not excessive. Our valuation with the DCF method indicates the value
of Ambra share for PLN 22.3, while the comparable companies multiples method indicates the
valuation of PLN 20.2 per share. We set the target price PLN 21.3 as the average of both valuations and as the current price is PLN 18.0 we recommend accumulating Ambra shares.

Risk factors:
The most important risk factors that may affect the operations of the Ambra Group include:


Risk of continuing weak economic situation and consumer sentiment - in the perspective
of the following quarters, it is likely that consumer sentiment that is much lower than in
recent years will continue. The last 2 months indicate a collapse of consumer sentiment
which last year was at record levels. Even improving the epidemiological situation will not
raise consumer sentiment to pre-pandemic levels. At the moment, there are still many
unknowns that can significantly affect the economy.



The risk of increased costs of wages, energy and services should decrease in the near
future, although their increase will be higher than the dynamics of revenues. The most
important cost (apart from purchased raw materials and goods) are the salary costs,
which in 2018/2019 amounted to PLN 82.4 million. The last wage increases took place
just before the epidemic.



Risk of exchange rates and commodity prices. A significant part of goods and raw materials are imported (value around EUR 40 million per year), therefore raw material prices
and EUR / PLN affect costs. However, according to the board, the company is able to
pass on rising costs to customers with a delay of 2-3 quarters. An increase of EUR / PLN
by 10% would reduce, through exchange rate differences, the net result by approx. 1.7
million PLN, and 2.7 million PLN after taking into account the IFRS 16 effect.



Risk of adverse changes in the regulations regarding trade in alcoholic beverages. Ambra
operates on a market which is significantly influenced by regulations regarding e.g. the
amount of excise duty or the possibility of advertising certain alcoholic products. There is
always a risk that the regulations will change unfavorably from Ambra's point of view.



Risk of transactions with the main shareholder. Such transactions may generate conflicts
of interest, however, purchases from the main shareholder (and related companies) accounted for only 1.3% of revenues in 2018/2019.



Risk of prolonged impact of a coronavirus epidemic on company operations. Due to restrictions imposed by the government, there are restrictions on the operation of restaurants and hotels, where the Ambra group supplies its goods and products. The prolonged
epidemic will negatively affect the sales of the HoReCa channel.



Risk of change in the company's dividend practice. This practice assumes a stable increase in the dividend paid. We believe that a change in this respect would be adversely perceived by stock market participants. In the near future there is an increased risk that the
dividend will be lower than a year ago.

Looking at the above factors, we believe that Ambra's risks are moderate and that the company
should not have a big problem managing most of them. The current situation of the epidemic
should not strongly affect the operations and results of the Ambra group.
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Important information
This report has been prepared with diligence on the basis of facts considered to be reliable, however Millennium Dom Maklerski S.A. does not guarantee that they are completely accurate and complete. The basis for the preparation of the
report was all information about the companies that were publicly available and known to the author up to the date of its preparation. The forecasts presented are based solely on the analysis carried out by Millennium Dom Maklerski S.A.
without agreements with the companies being the subject of the report or with other entities, and based on a number of assumptions that may turn out to be inaccurate in the future. Millennium Dom Maklerski S.A. does not give any assurance that the given forecasts will be accurate. Investing in the shares of the companies listed in this analysis is connected with a number of risks related to, among others, the macroeconomic situation, changes in legal regulations, changes
in the commodity markets, interest rate risk, the elimination of which is practically impossible. The content of the report regarding the description of the company was made available to the company being the subject of the report in order to
verify the factual information provided. Millennium Dom Maklerski S.A. is not liable for damages incurred as a result of decisions taken on the basis of the information contained in this analytical report.The person or persons indicated in the
lower right corner of the first page of this report prepared the analysis, information about the positions of the authors is included in the upper part of the last page of this publication. The remuneration received by the persons preparing the
report is not directly dependent on the financial results obtained by Millennium Dom Maklerski S.A. as part of investment banking transactions or services regarding financial instruments of issuers covered by this report.
This report is an investment study and does not constitute advertising or offering securities, it can also be distributed via mass media, based on a decision of the Director of the Research Department. Dissemination or reproduction of this
material in whole or in part without the written consent of Millennium Dom Maklerski S.A. is forbidden. This document, or a copy thereof, may not be directly or indirectly transferred or issued to persons in the USA, Australia, Canada or
Japan.
Supervision over Millennium Dom Maklerski S.A. the Polish Financial Supervision Authority
Explanation of the professional terminology used in the report
EV - market valuation of the company + net interest debt
EBIT - operating profit
EBITDA - operating profit + depreciation
P/CE - ratio of the share price to net profit per share plus depreciation per share
P/E - ratio of the share price to the net profit per share
P/BV - ratio of the share price to the book value per share
ROE - return on equity
ROA - return on assets
EPS - net profit per share
CEPS - net profit and depreciation per share
BVPS - book value per share
DPS - dividend per share
The scale of recommendation used in Millennium Dom Maklerski S.A.
BUY - we believe that the company's shares have more than 20% upside potential
ACCUMULATE - we believe that the company's shares have more than 10% upside potential
NEUTRALALLY - we believe that the price of the company's shares will remain stable (+/- 10%)
REDUCE - we think that the company's shares are overvalued by 10-20%
SELL - we believe that the company's shares are overvalued by over 20%
Recommendations issued by Millennium Dom Maklerski S.A. are valid for 6 months from the date of issue, unless they are previously updated. Millennium Dom Maklerski S.A. updates the issued recommendations depending on the market
situation and the analyst's assessment.
Valuation methods used
The recommendations are based on the following valuation methods (selected 2 out of 3):DCF method (discounted cash flow model) - the method considered the most suitable for the valuation of enterprises. The disadvantage of the DCF
method is the sensitivity of the valuation obtained in this way to the adopted assumptions concerning both the company itself and its macroeconomic environment. Comparable companies method (comparison of relevant market indicators,
where a company with a similar ratios for other companies in the same industry or related industries is listed) - better than the DCF method reflects the perception of the industry in which the company operates, by investors. The disadvantage of the comparable companies method is the sensitivity to the selection of the adopted comparative group and the indicators being compared, as well as the high variability of the valuation depending on the market situation. ROE-P /
BV method (a model that makes the right P / BV ratio dependent on the company's profitability) - the method considered the most suitable for the valuation of banks. The disadvantage of this method is the sensitivity of the valuation obtained
in this way to the adopted assumptions regarding both the company itself (profitability, effectiveness) and its macroeconomic environment.
Relation of Millennium Dom Maklerski S.A. with the companies being the subject of this report.
It is possible that Millennium Dom Maklerski S.A. as part of its brokerage activity, will provide or in the past has provided services to companies and other entities listed in this report. Millennium Dom Maklerski S.A. does not exclude the offer
of brokerage services from submitting an offer to an issuer of securities being the subject of the report. Information on the conflict of interests arising in connection with the preparation of the report (if any) is provided below. Millennium Dom
Maklerski S.A. is the issuer's market maker for the following companies: Wielton, Selena FM, Eurotel, Dekpol, Lokum Developer, Zamet Industry and Gremi Media, from which it was paid. Millennium Dom Maklerski S.A. acts as market maker
for the following companies: Wielton, Selena FM, KGHM, PZU, Eurotel, Dekpol, Lokum Developer, Zamet Industry, Gremi Media. Millennium Dom Maklerski S.A. in the last 12 months did not perform the function of offering during the public
offering for shares of companies described in the report. Millennium Dom Maklerski S.A. in the last 12 months, did not conclude investment banking agreements with the companies described in this report. The companies being the subject of
the report may be clients of the Millennium Bank SA Capital Group, the main shareholder of Millennium Dom Maklerski S.A. There are no other links between Millennium Dom Maklerski SA and the companies being the subject of this report,
as referred to in the Commission Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No 596 of the European Parliament and of the Council 2014 with respect to regulatory technical standards regarding
technical means for the purpose of objectively presenting investment recommendations or other information recommending or suggesting an investment strategy and disclosing particular interests or indications of conflicts of interest that
would be known to the author of this report. Millennium Dom Maklerski S.A. as part of the Pilot Program of Analytical Coverage Support, prepares analytical materials for companies: Agora, Ambra. Millennium Dom Maklerski S.A. within the
next 12 months will receive remuneration for the preparation of this report from the Warsaw Stock Exchange, which is entitled to copyrights to this report.
Organizational solutions established to prevent conflicts of interest:
Rules for managing conflicts of interest in Millennium Dom Maklerski S.A. were included in the Conflicts of Interest Management Policy at Millennium Dom Maklerski S.A. The organizational solutions adopted for the prevention of conflicts of
interest are defined, inter alia, by the Organizational Regulations of the Millennium Dom Maklerski S.A., which provides for: (a) supervision over persons whose main functions include conducting activities on behalf of or providing services to
clients whose interests may be contradictory or which they represent different conflicting interests, including the interests of the Brokerage House; (b) measures preventing or limiting the influence of a third party on the manner in which an
authorized person performs activities within the scope of services provided by the Brokerage House (c) organizational separation of persons (teams) involved in carrying out activities that involve risk the occurrence of a conflict of interest, (d)
ensuring that each organizational unit of the Brokerage House and its employees is independent in so far as it concerns the interests of the clients for which such entity performs certain activities.The solution adopted for the prevention of
conflicts of interest determines also remuneration regulations, which ensures that there are no connections between the amount of remuneration of employees of various organizational units or the amount of revenues achieved by different
organizational units, if they perform activities that involve the risk of a conflict of interests. Restrictions on the flow of information to prevent conflicts of interest, including confidential and professional secrets, are set out in the Rules for the
protection of the flow of confidential and professional information in Millennium Dom Maklerski S.A.
The work related to the preparation of the report was completed on May 27, 2020 at 15.15, the date of the first dissemination of the report is the date of the report, May 27, 2020 at 15.30.
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Source: Millennium DM S.A., recommendations issued by Millennium Dom Maklerski S.A. are valid for 6 months after the date of recommendation if not actualized earlier.

Structure of Millennium DM recommendations for the last 12 months
Number of recommendations

% share

Buy

5

83%
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Structure of Millennium DM recommendations for companies for which Millennium DM
S.A. provided investment banking services*
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0
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*last 12 months, including companies for which MDM S.A. is a market maker
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