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Review of 1Q23 Financials

Actual vs Estimates

Weak 1Q23 results. On the contrary to the market net income estimate of TL41mn and
our house net income estimate of TL 60mn, Otokar reported TL515mn net losses in
1Q23 compared to net income of TL201mn in 1Q22 and TL639mn in 4Q22. The nose-
diving bottom-line figure was mainly attributable to poor operating margins hurt by
lack of defense vehicle revenues, higher tax expenses impacted by earthquake taxes
and increase in financial expenses (1Q23 : TL353mn versus 1Q22: TL98mn) due to
higher interest expenses. Above both market call of TL2.3bn and our call of TL2.2bn,
Otokar generated TL2.5bn revenues in 1Q23, up by 96% YoY. Missing market estimate
of TL146mn with a wide margin, EBITDA was realized at negative TL114mn in 1Q23
compared to positive TL189mn in 1Q22 and TL644mn in 4Q22.

Highlights of the Quarter

Top-line growth driven by commercial vehicle sales. Domestic revenues grew to
TL1.2bn in 1Q23, up by 150%, driven by 20% volume growth and higher sales prices.
Export revenues surged to TL1.4bn in 1Q23, up by 66%, thanks to more than doubled
volume growth and deprecation in TL. Export sales accounted for 54% share in total
turnover in 1Q23 versus 64% in 1Q22. The share of armored vehicles in total turnover
dropped to 1% in 1Q23 from 33.1% in 1Q22. On the other hand, holding the lion’s
share in total revenues, the bus segment increased its share to 74% in 1Q23 from 45%
in 1Q22 thanks to increasing contribution of Iveco Project deliveries. Otokar’s backlog
order increased to TL3.3bn in1Q23-end from TL2.1bn in 4Q22-end.

Deterioration in margins. Gross margin declined to 15.1% in 1Q23 from 36.1% in 1Q22
and 32.6% in 4Q22. Op-ex/sales slightly decreased to 22.3% in 1Q23, down by 1.9ppt
YoY, but went up from 19.7% in 4Q22, up by 2.5ppt QoQ. EBITDA margin sharply fell to
negative 4.5% in 1Q23 compared to 14.6% in 1Q22 and 14.4% in 4Q22 due to lack of

high-margin defense vehicles contribution to revenues.

Negative FCF. FCF worsened to negative TL127mn in 1Q23 from positive TL524mn in
1Q22 due poor operating performance and increase in WCR driven by increase in
inventories, but improved from negative TL829mn in 4Q22. Net debt position surged to
TL6.4bn as of 1Q23-end from TL1.9bn as of 1Q22-end and TL5.8bn as of 4Q22-end.
Please also note that, on March 13th, Otokar announced not to distribute any
dividends for 2023. Net debt/EBITDA ratio rose to 6.8x in 1Q23 from 1.9x in 1Q22 and
4.7x in 4Q22.
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Upside Potential 19%

Stock Data TL uss$
Price 898.80 46.21
Target Price 1,070.00 44.58
Prev.TP 1,070.00 49.38
Mcap (mn) 21,571 1,109
Float Mcap (mn) 5,936 305
Avg.Daily Volume (3M, m 123.8 5.1
No. of Shares Outstanding (mn) 24
Free Float (%) 28
Foreign Share (%) 12
Price Perf. (%) 1Mn Ytd 12Mn
TL -1.0 -13.4 1171
uss -2.7 -16.6 65.4
Rel.to BIST-100 -0.5 -0.4 11.1
Multiples 2022 2023 2024
P/E 17.4 13.8 10.7
P/BV 10.3 6.9 5.0
EV/EBITDA 22.5 10.3 8.0
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Comment: We expect to see a negative market reaction to OTKAR’s weak set of 1Q23 Foreign Share (%) Cur.(%): 12.41
results. The stock underperformed the BIST-100 index by 0.24% yesterday and by -1% 14
on the past one week. After expecting to see similar 2Q23 financial performance , we w PN
anticipate Otokar to have a better 2H23 financials driven by expected armored vehicle 1 \/f/
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Shareholder Structure (%) Company Description

Kog Holding Anonim Sirketi 44.7 The company manufactures minibuses, midibuses, trailers under brand name of Freuhauf,
Other 30.5 Land Rover tactical vehicles and own designed armored vehicles. It also engages in test

Unver Holding Anonim Sirketi 24.8 anddesign project of Turkish first main battle tank with other subcontractors.

IFRS Income Statements (TL mn) 1Q22 2Q22 3Q22 4Q22 1Q23 m
Net Sales 1,294 2,357 1,471 4,481 2,536 4,509 9,604
Gross Profit 467 738 380 1,460 383 1,717 3,044
Operating Expenses 313 400 382 885 564 909 1,980
EBIT 154 337 -2 575 -181 807 1,064
EBITDA 189 374 36 644 -114 913 1,244
Non-Operating Income (Expense) 48 -12 70 -93 -202 97 13
PBT 202 325 68 481 -384 905 1,077
Tax Income (Expense) -2 17 -1 157 -131 137 162
Minority Interest 0 0 0 0 0 0 0
Net Profit 201 342 58 639 -515 1,042 1,239
Growth & Profitability 1Q22 2Q22 3Q22 4Q22 1Q23 m
Growth
Sales Grow th (y/y) 48% 140% 81% 144% 96% 158% 113%
Opex Grow th (y/y) 7% 127% 141% 122% 80% 152% 118%
EBIT Grow th (y/y) 48%  58% -102%  49% -218% 149% 32%
EBITDA Grow th (yly) 47%  55% -73%  57% -160% 132% 36%
NI Grow th (yly) 87% 18% -52%  22% -357% 225% 19%
Margins
Gross Margin 36.1% 31.3% 25.8% 326% 151% 38.1% 31.7%
Opex to Sales 242% 17.0% 259% 19.7% 22.3% 20.2% 20.6%
EBIT Margin 11.9% 143% -01% 128% -7.2% 17.9% 11.1%
EBITDA Margin 14.6% 15.9% 25% 144%  -4.5% 20.2% 12.9%
Net Margin 15.5% 14.5% 3.9% 14.2% -20.3% 23.1% 12.9%
ROE (Annualized) 95.7% 889% 76.6% 76.4% 30.7% 134.4% 76.6%
ROA (Annualized) 21.3% 191% 14.5% 12.7% 4.2% 17.1% 14.5%
Effective Tax Rate 08% -53% 154% -32.7% -34.2% -15.1%  -15.1%
Operating Cash Flow Margin 50.8% -33.4% -80.9% -10.8% 0.6% 21.1% -18.8%
Free Cash Flow Margin 40.5% -40.1% -86.3% -18.5%  -5.0% 14.9% -26.2%
Operational Cash Flow / EBITDA 348% -211% -3265% -75% -14% 104%  -145%
IFRS Cash Flow Statements (TL mn) 1Q22 2Q22 3Q22 4Q22 1Q23 m
Net Cash from Operations 658 -788 -1,191 -482 16 953 -1,803
Earnings Before Adjustments 201 342 58 639 -515 1,042 1,239
Depreciation & Amortisation 36 36 38 69 67 105 180
Others 250 152 59 472 302 408 933
Change in Working Capital 172 -1,319 -1,346 -1,662 162 -602  -4,155
Cash from Investment Operations -134 -157 -79 -347 -143 -280 =717
Capital Expenditures -134 147 -282 -415 -249 -499 -979
Cash from Other Investment Operations 0 -10 203 69 105 219 262
Free Cash Flow 524 945 1,269 -829 -127 673  -2,520
Cash from Financial Operations -550 919 1,522 1,730 2,252 -302 3,621
Change in Financial Debt -37 1,002 1,647 2,055 2,205 268 4,667
Dividends Paid -500 0 0 0 0 -400 -500
Cash from Other Financial Operations -13 -83 -125 -325 46 -171 -546
Effect of Exchange Rate -20 -4 -16 -40 -12 -243 -81
Net Change in Cash & Cash Equivalen -46 -30 236 862 2,113 127 1,021
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IFRS Balance Sheet (TL mn) 1022 2Q22
Current Assets 3,926 5,328
Cash and Cash Equivalents 598 568
Short-Term Trade Receivables 1,257 1,935
Inventories 1,859 2,549
Other Current Assets 212 276
Long Term Assets 2,163 2,976
Long-Term Financial Assets 0 10
Investments w ith Equity Method 200 223
Tangible Fixed Assets 430 483
Intangible Fixed Assets 810 873
Other Long-Term Assets 687 1,356
Total Assets 6,089 8,304
Short Term Liabilities 2,984 4,231
Short-Term Financial Loans 961 1,635
Short-Term Trade Payables 690 1,324
Other Short-Term Liabilities 1,334 1,272
Long Term Liabilities 1,910 2,512
Long-Term Financial Loans 1,498 1,901
Other Long-Term Liabilities 412 611
Equity 1,196 1,560
Parant Share 1,196 1,560

Total Liabilities and S.Holders' Equity 6,089 8,304

Investments & Indebtness

Net Capex 134 147
Capex to Sales 104% 6.2%
Inflow (Outflow ) for WCR (Cash Flow Sta 172 -1,319
Change in WCR/ Sales 13.3% -56.0%
Net Debt (Cash) 1,860 2,968
Net Debt / EBITDA (Annualized) 1.9 2.7
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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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