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Proxy for Romania 
 

 

Fondul Proprietatea is a closed-end investment fund trading on the Bucharest Stock 

Exchange and London Stock Exchange through GDRs. The Fund’s portfolio consists of 

48 companies mostly in energy sector. At present, total number of listed companies is 14 and 

rest of the portfolio includes non-listed names and cash. Due to its specific structure the only 

objective method of the Fund’s valuation is sum of the parts method (“SOTP”) which is in our 

opinion optimal for determining Fund’s value. 

Based on the sum of the parts valuation, our analysis has shown that a fair value of 

the Fund amounts to RON 10,6bn or RON 0.99 per share. In comparison to the current 

market value, our valuation indicates 27.0% upside potential and as such we give a STRONG 

BUY recommendation for the Fund’s shares. 

 
Source: Fondul Proprietatea, Bloomberg, InterCapital estimates 

 

The total value of the listed part of Fondul Proprietatea’s portfolio is RON 3.8b. We 

believe this represents a fair value for these stakes, especially taking into account the discount 

we used (8% - average discount on recent ABB transaction). The most important part of this 

values goes to the stake in OMV Petrom (65%), followed by Romgaz (15%), BRD Bank (6%), 

Banca Transilvania (6%), Nuclearelectrica (4%), Alro Slatina (2%) and Conpet (1%), while 

the remaining companies add only about 1% to the total value of the listed portfolio. 

By applying the peer groups’ current P/E and EV/EBITDA multiples to the non-listed companies 

we derived their equity value in the amount of RON 5.4b. We applied a 25% discount (due to 

lack of marketability and control) to the base value derived from the peer analysis, arriving 

at a total value of Fondul’s non-listed part of portfolio (ex. Hidroelectrica) in the 

amount of RON 4.0b. 

In valuation of Hidroelectrica we used the DCF method and the RV method. By summing up 

the two standalone values and implying discount we have estimated the fundamental equity 

value of Hidroelectrica Group at RON 12.6bn out of which RON 2,5bn belongs to Fondul. 

For us the key theme within Fondul universe is reducing the number of unlisted 

companies driven by: (i) privatisation, (ii) listing on the stock exchange, and (iii) selling 

minority stakes. The second key proposition for FP’s business model is reduction of discount 

through NAV growth. 

Overall, we believe Fondul Proprietatea represents attractive opportunity since it 

has significant positions in major Romanian industry sectors (especially energy) 

resilient to volatile market conditions. In addition, Fondul Proprietatea distributes 100% 

of the dividends received from the underlying businesses and with excess cash from disposals 

is very active on share buy-back side (these proceeds offer yield of around 6%).   

EV/EBITDA P/E

Value of l isted companies 4,156 3,823 3.0 8.7

Value of unlisted companies 4,467 4,021 4.3 10.8

Value of Hidroelectrica 2,654 2,504 4.9 13.0

Cash 276 276 - -

Total 11,553 10,624 4.0 10.6

(RONm)
Market value or 

FP's estimate

InterCapital's 

valuation

Multiples based on our valuation

 

 

 

GENERAL SHARE INFORMATION

Bloomberg ticker FP RO

Number of shares 11,193,423,051

Market capitalization 

(RONm)
8,719.7

1Y high/low  (RON) 0.875 / 0.693

1Y average daily 

turnover (RONm)
7.23

Free Float 78.9%

Index member YES

Website www.f ondulproprietatea.ro
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STRONG BUY 

1 Y target price:                RON 0.99 

Price Mach 22nd 2016:       RON 0.78  

Potential growth:                  27.0% 
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Business Overview 

Fondul Proprietatea was established by the Romanian Government in 2005 in order to assure 

the financial resources necessary to compensate the persons abusively expropriated in the 

previous regime. Following the fulfillment of specific phases strictly determined by law, holders 

of compensation titles have become shareholders of the Fund. The compensation has been 

made in shares, representing the actual value of the real estates which are not given back in 

kind.  

Today, Fondul Proprietatea is a joint stock company operating as a closed-end investment 

company without a set lifetime, managed by Franklin Templeton Investment Management 

Limited since September 2010. At the General Assembly in 2015 shareholders of FP extended 

the mandate of Franklin Templeton as manager for two years starting April 1, 2016.  At 

present, the main shareholders of Fondul Proprietatea are Institutional Investors (38%), 

Private individuals (26%) and GDR holders (approx. 34%), while the Romanian Government 

became minority shareholder in Fondul Proprietatea (0.04%) by reallocating shares from its 

initial holding to eligible claimants. Finally, the Fund holds 3% as Treasury shares. 

The Fund has been listed on the Bucharest Stock Exchange as of January 2011. Additionally, 

the secondary listing of GDRs on the London Stock Exchange took place in April 2015. The 

GDR facility is limited to one-third of the Fund’s subscribed share capital, whereby each GDR 

represents 50 shares. The Bank of New York Mellon was appointed as the depository bank. 

GDRs’ currency is US dollar. 

The Fund’s investment objective is the maximization of returns and per-share capital 

appreciation via investments mainly in Romanian equities and equity-linked securities. More 

specifically, there are two major quantitative objectives of the fund management: the NAV 

and discount objectives. The NAV objective (as in FY 2015 financial statements) is to record 

to higher adjusted NAV per share as at 30 June 2016 compared to the NAV per share as at 30 

June 2015, of RON 1.1851 per share, while the discount objective refers to achieve a discount 

between the closing price of the Fund’s shares and the latest reported NAV per share equal to 

or lower than 15%, in at least two thirds of the trading days in the period 1 July 2015 – 30 

June 2016. 

As at 31 December 2015, the discount between the closing price and the last reported NAV 

per share stood at 30.0% for shares, with a NAV per share of RON 1.1564 (-4.6% YoY). When 

looking at historical figures, the Fund reduced the average discount to NAV from 55.7% in 

2011 to 28.9% in 2015. GDR price discount to NAV as at the end-Dec 2015 stood at 29.0%, 

while the average for the period is 29.2%.  

The Fund manager continues to focus on decreasing this discrepancy in addition to increasing 

the NAV per share by implementation of an extensive share buy-back programme. Namely, 

the Fund conducts daily buybacks of shares, as repurchasing shares at the current market 

price should have a more positive impact on the Fund’s NAV per share and enhance 

shareholder value. Until today the company has completed five share buy-backs resulting in 

the cancellation of 22% of its share in total. After the ongoing sixth programme, the company 

already plans to buy back up to 10% of the issued share capital in its seventh buy-back 

(approved by shareholders during the October 2015 GSM).   

Going further, the Fund manager is committed to ensuring annual cash distributions to the 

Fund’s shareholders through a 100% of the sum of the Fund’s dividend income from portfolio 

companies and the interest on cash after opex. In the course of 2015 the Fund was faced with 

a decrease of the gross dividend income as compared to 2014, mainly determined by the 

lower level of dividends approved for distribution by the Fund’s portfolio companies. The 

sharpest decline comes from OMV Petrom (a decrease of RON 210.9 million), partially offset 

by the dividends received from Hidroelectrica (RON 128.9 million).  Although due to this 

situation there will be no distributable profits according to FY 2015 statements, the Fund 

Manager remains committed to ensuring the above-mentioned annual cash distributions. A 
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cash distribution of RON 0.05 (EUR 0.01) per share via the decrease of the share capital 

through the reduction of the nominal value of the shares (from RON 0.95 to RON 0.90) was 

approved in January 2016. 

Regarding the Fund’s equity investments, the portfolio consists of stakes in 48 companies of 

which 14 are listed (42% of NAV) and 35 are unlisted. State controlled companies account for 

43% of total NAV, while the remainder is held by private investors.   

 

The Fund’s portfolio remained heavily weighted in oil and gas sectors (roughly 35% of NAV) 

in 2015, through a couple of listed and unlisted Romanian companies, whereby OMV Petrom 

represents the largest equity investment in the total NAV (25.8%).  

During the period from 2012 until 2015, Fondul Proprietatea was in overall continuously 

lowering its exposure to the Oil & Gas sector. The latest larger action that proves the initiative 

was in October 2015, when the Fund sold an aggregate of 16 million shares in Romgaz, ending 

with a 5.8% stake in the company’s ownership structure (as at 31 Dec 2015). Fondul 

Proprietatea also reported that the main factor behind the significant accounting loss in 2015 

was the unrealized negative net change in fair value related to equity investments classified 

at fair value through profit or loss in accordance with IFRS, principally concerning OMV Petrom, 

due to the negative evolution of the share price of this company in 2015. Namely, amid the 

steep decline of oil prices, OMV Petrom share price plunged by 28.9% YoY. In order to avoid 

this kind of exposure to a single company, the Fund stated that it would like to lower its stake 

in OMV Petrom as well. However, the decision is postponed in light of the major recent 

adjustments in stock market prices. 

Going further, Hidroelectrica is the largest equity unlisted investment in the Fondul 

Proprietatea's portfolio (36.8% of the total value of unlisted companies; 21.9% of total NAV 

as of 31 Dec 2015), as well as the largest dividend contributor in FY 2015, accounting for 23% 

of gross dividend income. The company is the leading individual energy producer in Romania, 

with installed capacity of 6,435 MW (generated energy in 2015 amounted to 16,133 GWh). 

However, the periods up to 2012 were marked by low profitability or even losses, culminating 

in insolvency that began in 2012. The insolvency and reorganization procedure enabled the 

company to improve performance and operate with higher margins and significantly increase 

profitability. Procedure was re-opened in Feb 2014 due to the claims worth EUR 360m. 

According to the strategic plan of Romania’s Energy Ministry, a privatization of Hidroelectrica 

is expected to be completed in the course of 2016 and the government plans to offer a 15% 

stake via IPO as soon as the remaining claims are solved in the insolvency procedure. 

 

Source: Fondul Proprietatea

Exhibit 2 Portfolio Structure – Listed entities Exhibit 3 Portfolio Structure – Unlisted entities

Source: Fondul Proprietatea

OMV Petrom (67.5%)

Romgaz (13.3%)

BRD (6.6%)

Banca Transilvania (4 .6%)

Nuclearelectrica (3.9%)

Alro Slatina (2.1 %)

Conpet (0.9%)

Others (1.2%)

Hidroelectrica (36.8%)

Enel Group companies (22. 5%)

Electrica Group Companies (11.7%)

E.ON Group Companies  (8.8%)

CN Aeroportuli Bucuresti (6.9%)

GDF Suez Energy Romania (6.2%)

Salrom (2.5%)

Others (4.6%)
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POWER STATION

TRANSMISSION 
NETWORKS

DISTRIBUTION

HOMES & BUSINESSES
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29%

Power utilities: 
generation

24%

Other
47%

Power generation by type (GWh) Share of power sector in total NAV (in %)

RONm

FP Stake Listing status Revenues EBITDA Net profit

Hidroelectrica 19.9% X 3,425.5 2,127.8 956.3 1.14

Nuclearelectrica 9.1% ✔ 1,794.6 599.7 131.4 1.32

CE Oltenia 21.6% X 4,105.4 648.0 -693.6 1.77

Enel Distributie Banat 24.1% X 631.4 323.2 172.2 1.24

E.ON Distributie Romania 18.3% X 798.8 247.3 83.0 1.39

Enel Distributie Muntenia 12.0% X 1,001.4 439.9 240.8 1.39

GDF Suez Energy Romania 12.0% X 4,337.2 838.8 443.1 1.41

Enel Distributie Dobrogea 24.1% X 526.5 239.0 87.7 1.40

Electrica Distributie Muntenia Nord 22.0% X 793.6 271.7 140.3 1.54

Electrica Distributie Transilvania Sud 22.0% X 733.5 242.2 100.1 0.58

Electrica Distributie Transilvania Nord 22.0% X 673.0 255.4 95.3 1.66

Electrica Furnizare 22.0% X 4,050.5 230.5 204.7 3.47

E.ON Energie Romania 13.4% X 4,871.9 111.5 94.0 2.76

Enel Energie 12.0% X 1,936.8 133.5 129.9 1.80

Enel Energie Muntenia 12.0% X 1,845.6 48.6 46.8 1.84

Financial 

leverage*
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OIL & GAS
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29.7%
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6.3%

2015 – outer circle
2012 – inner circle

Comparison of the FP’s exposure to the Oil & Gas in 2012 and 2015 

RONm

FP Stake Listing status Revenues EBITDA Net profit

OMV Petrom 19.0% ✔ 18,145.0 6,231.0 -690.0 1.60

Romgaz 5.8% ✔ 4,052.6 2,208.6 1,184.5 1.10

Conpet 6.1% ✔ 411.8 110.5 54.3 1.10

Oil Terminal 6.3% ✔ 107.0 13.9 0.6 1.14

Financial 

leverage*
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RONm

FP Stake Listing status Revenues EBITDA Net profit

CN Aeroporturi Bucuresti 20.0% X 672.1 257.5 98.8 1.19

CN Administratia Porturilor Maritime 20.0% X 294.3 127.9 70.3 3.65

CN Administratia Canalelor Navigabile 20.0% X 51.7 15.6 2.3 3.29

Aeroportul International Timisoara 20.0% X 29.5 5.0 0.7 3.43

Aeroportul Internat. Mihail Kogalniceanu 20.0% X 32.0 3.6 0.0 10.57

CN Administratia Port. Dunarii Maritime 7.7% X n/a n/a n/a n/a

CN Administratia Port. Dunarii Fluviale 20.0% X 9.7 -0.5 -2.5 5.95

Financial 

leverage*
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BRD-Groupe Societe Generale Banca Transilvania
Market share

(as a % of total assets of the Romanian banks) 

CN Aeroporturi Bucuresti CN Administratia Porturilor Maritime – Constanza Port

RONm

FP Stake Listing status Assets Equity Net profit

BRD-Groupe Societe Generale 3.6% ✔ 50.2 6.3 0.5 8.02

Banca Transilvania 2.9% ✔ 47.5 6.1 2.4 7.74

Financial 

leverage*
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* Financial leverage = Total assets/ Shareholders’ equity 

Data from the most recent financial statements (2014 or 2015) 
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Salrom’s Key Financials Posta Romana’s Key Financials

Number of companies in FP’s portfolio

The number of companies in FP’s portfolio has been
contiunously deacreasing, from 98 companies in 2008
to 48 companies as of end-Dec 2015.

In order to achieve its objectives and increse return
for its shareholder, Fondul Proprietatea plans to hold
100% listed companies in ints portfolio. Thus, the fund
is planning to list or dispose the unquoted holdings.

RONm

FP Stake Listing status Revenues EBITDA Net profit

Alro Slatina 10.2% ✔ 2,298.1 n/a 9.6 2.08

Romaero 21.0% ✔ 77.4 -25.0 -45.0 1.45

Primcom 67.9% ✔ 3.4 2.7 -1.7 1.13

IOR 2.8% ✔ 18.3 0.2 0.01 1.58

Palace 15.4% ✔ 6.6 0.9 0.04 1.24

Alcom 71.9% ✔ 1.7 0.6 -0.04 1.08

Mecon 12.5% ✔ 5.8 2.4 -1.6 1.21

Salrom 49.0% X 297.6 51.0 24.5 1.00

Posta Romana 25.0% X 1,185.3 77.5 22.9 6.70

Zirom 100.0% X 9.7 11.4 -7.4 1.38

Plafar 49.0% X 7.4 0.4 0.1 1.12

Comsig 69.9% X n/a n/a n/a n/a

Cetatea 20.4% X n/a n/a n/a n/a

BAT Service 33.0% X n/a n/a n/a n/a

Gerovital Cosmetics 9.8% X n/a n/a n/a n/a

Romplumb 33.3% X n/a n/a n/a n/a

Salubriserv 17.5% X n/a n/a n/a n/a

Simtex 30.0% X n/a n/a n/a n/a

World Trade Center Bucuresti 19.9% X n/a n/a n/a n/a

World Trade Hotel 19.9% X n/a n/a n/a n/a

Financial 

leverage*
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Investment Case 

We are initiating coverage of FP with a STRONG BUY recommendation and a RON 

0.99 price target. Despite plenty of risks, we feel that FP’s underlying operations 

have value which is waiting to be revealed and the share is currently oversold. 

Having said that, unlocking the potential will require plenty of work and perhaps a 

bit of luck on the way.  

Base case scenario: 

 Earnings growth should be seen as a result of restructuring and streamlining efforts  

 We projected CAPEX at average historical levels 

 Political and regulatory environment remains stable 

  

Upside potential:  

 Listing or divesting the unlisted companies  

 Streamlining of operations delivers higher-than-expected cost savings, thus 

improving the operating margins 

 Recovery of oil price 

 

Downside risks: 

 Inability to expand reserves or find replacement reserves 

 Regulatory and legislative changes 

 Elevated CAPEX requirement for the purpose of top line growth could become a drag  

 

For us the key theme within Fondul universe is reducing the number of unlisted 

companies driven by: (i) privatisation, (ii) listing on the stock exchange, and (iii) selling 

minority stakes. In our opinion, privatization brings positive development for local markets. It 

makes companies more attractive to investors, including foreign investors, and leads to higher 

efficiency, which can lead to higher profit margins. We believe the greatest potential in 

Romania can come from privatizing companies in the energy sector (Hidroelectrica). The 

infrastructure sector (Bucharest Airports) also appears to have important potential in the long 

term. Greater transparency, higher reporting standards and more opportunities to invest 

should attract both local and foreign investors to Romania.  

 
Source: Fondul Proprietatea’s estimates

Exhibit 4 There could be up to 6 high value IPOs Exhibit 5 Portfolio Structure by controlling ownership

Source: Fondul Proprietatea

Hidroelectrica

CE Oltenia

Posta Romana

Constanta Port

Bucharest 
Airports

Salrom







N/A

N/A

N/A

Total market cap (Hidroelectrica = EUR 2.5bn) 

Offering size value (Hidroelectrica = EUR 425m)

State Controlled Entities Private Companies Net Cash and Receivables



  

Fondul Proprietatea InterCapital Securities Ltd.  9/20 

 

INITIAL COMPANY ANALYSIS - Fondul Proprietatea 

The second key proposition for FP’s business model is reduction of discount through 

NAV growth. Of course, there are still a number of companies where there is room for 

improvement, which is gradually taking place. Over the last few visits, our interaction with 

Romanian companies has given us further insight into the quality of management in Romania, 

which has been good in many instances.  

In 2011 Romania implemented a corporate governance code for SOEs, which has improved 

transparency and accountability of general managers and boards. We see the implementation 

of corporate governance standards as a step in the right direction, but there is still a lot to be 

done in terms of much-needed improvements in operational efficiency and financial 

performance.  

The SOEs are far from being free of political influences. However, we would like to point out 

the role of Fondul Proprietatea who, led by its foreign managing company, pushes the 

companies in its portfolio to improve corporate governance, reporting and transparency. This 

has and could continue to unlock hidden value in some of the companies, and is probably best 

presented by the recent changes in Hidroelectrica. Periods up to 2012 were marked by low 

profitability or even losses, culminating in insolvency. The major reasons included the fact 

that Hidroelectrica’s main input (water) is taxed in Romania (unlike most other EU countries). 

Further on, holders of energy-supply contracts purchased energy from Hidroelectrica well 

below marked and even cost price, and the management was made up mostly of political 

appointees. With the insolvency and restructuring processes started in 2012 the contracts 

were renegotiated and the management profoundly improved, enabling the company to return 

to profit and high margins.  

 

From foreigners’ point of view, especially those interested in investing in SEE, 

Romania stands out as a country with above-average GDP growth rate. It returned to 

growth in 2011, much sooner than some other regional countries. Most analysis show that the 

above 3% growth reached in 2015 should continue in the following years. Apart from that, 

Romania has relatively low debt levels (gross public debt less than 40% of GDP) and the most 

liquid regional equity market (more than EUR 7m in average daily turnover). 

In addition to foreign investors we believe there is still enough potential for equity 

investments from the domestic base. The most important domestic investors are funds 

who hold almost EUR 12bn in assets under management. Almost a half of that goes to the 

obligatory pension funds, whose assets have been growing strongly each year, but the portion 

they invest in equity is rather low (less than 20%). 

Source: Fondul Proprietatea

Exhibit 6 Hidroelectrica shows its potentials (EURm) Exhibit 7 Cash position (RONm)

Source: Hidroelectrica
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Of course, there are always risks and unexpected events that could change our model. On a 

political level, 2016 will be marked by elections which usually generate a lot of noise and 

volatility. Despite this possible election-related short-term volatility, we believe Romania’s 

economy will continue moving in a positive direction. Operationally wise, there is always risk 

of energy prices weakness and further decline of oil price. 

Historically the fund has demonstrated ability to deliver value to investors through 

cash distribution and share buy-backs which we believe will continue in the future. 

Since 2010 total distribution amount to RON 6.39bn / EUR 1.44bn.   

 

Overall, taking into the account industry dynamics, internal improvements 

(continuous cost cutting) and recent development of the share price, we believe FP 

presents an attractive opportunity at these price levels.  

 

 

 

 

Source: Focus Economics, European Commission, InterCapital

Exhibit 8 Romania could see a nice GDP growth Exhibit 9 Structure of investments of Romania’s pension funds

Source: Private Pension System Supervisory Commission (CSSPP)
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Exhibit 10 Annual distributions to shareholders (RONm) Exhibit 11 Annual distributions to shareholders per share

Source: Fondul Proprietatea
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Key considerations regarding Fondul Proprietatea 

 

 

Key question Market view Our opinion

Dividend policy and share 
buybacks

Fondul generates cash mostly from the sale of
stakes in its portfolio companies and by receiving
dividends. These values have been known to reach
quite high numbers in the past years, and Fondul
has distributed most of it back to its shareholders
(after deducting some operating costs). Either
through dividends or buy-backs, Fondul has
distributed RON 6.39b (EUR 1.44b) in the 2010-
2015 period. The dividends usually offer nice
yields compared to the share price (roughly 6%).

In our opinion Fondul has performed well in doing
what it is supposed to do, i.e. sell stakes at a good
price and distribute as much cash as possible to
its shareholders. Some may argue about the
portion of cash used for buy-backs instead of
dividends, but we believe buy-backs are justified
in a situation of high discount to NAV, especially
taking into account the fact that Romania taxes
dividends (up to 5%).

Corporate governance

Fondul Proprietatea is managed by Franklin
Templeton, a well established international
investments company who introduced global
standards in corporate governance, enabling FP to
offer a solid return to investors.

We believe FP itself can hardly be rivalled by any
other regional company in relation to corporate
governance, both in terms of managing the fund
and communicating with the public.
However, some of its portfolio companies (mostly
the non-listed ones) are still exposed to
government interference (bad management,
murky deals which hurt returns). As Fondul’s value
is derived from these companies, we believe it is
important that Franklin Templeton continue to
push for improvement in that regard as well.

Strong exposure to several 
names

A significant portion of Fondul Proprietatea’s
portfolio is dividend into only several companies,
the most important being OMV Petrom (23% of
the total NAV) and Hidroelectrica (22% of the
total NAV). This makes Fondul’s value highly
exposed to the situation in these companies and
the market prices of the ones that are listed.

From our talks with the management and their
public announcement we got the feeling that the
fund manager is highly aware of this risk. They did
plan to decrease their stake in OMV Petrom, but
this is currently on hold as OMV Petrom’s share
price plunged with the turmoil in the oil & gas
market. However, OMV Petrom might soon list a
some of its shares in London (GDRs) which could
be an opportunity for Fondul to sell a part of its
stake. Fondul could also sell a part of its shares in
Hidroelectrica in the IPO that might take place this
year.

Difficulties in the oil & gas market

The strong dip in oil prices that has been seen on
the global markets has hurt operations of a part of
Fondul Proprietatea’s portfolio companies (mostly
OMV Petrom) causing a drop in their prices and in
that way a decrease in Fondul’s NAV.

It is a fact that the situation in the oil & gas
market hurt the market value of Fondul’s portfolio.
However, oil prices are now probably close to their
bottom with most analysts arguing about whether
they can go up or remain more or less where they
are. In a situation like this, now might be a good
time to buy Fondul Proprietatea’s shares relatively
cheap.

Government regulation

Some investors remain cautious when considering
exposure to Romania as they look at the country’s
surroundings and see many unstable, highly
indebted countries where the governments are
forced to save budgets by enforcing austerity
measures and raising taxes.

Romania is one of the least indebted countries in
Europe (gross public debt at 40% of GDP). In
addition to this, most analysts see it growing at
one of the highest rates in the EU in the upcoming
years (4.2% in 2016 and 3.7% in 2017, according
to the European Commission). In such an
environment we believe that the government will
go through with the planned tax reductions and
incentives for investors.

Possible privatizations

Several companies in which Fondul Proprietatea
holds non-listed stakes have been mentioned as
IPO candidates, for example Hidroelectrica,
Salrom, CE Oltenia and Posta Romana. Listing
these companies would make the calculation of
Fondul’s NAV more transparent and enable it to
sell its stakes and distribute cash to shareholders.

In our view Hidroelectrica is the only real
candidate, with an IPO possibly going through by
the end of this year. The IPO might concern more
than the 15% stake in the company that the
government plans to sell, as Fondul will probably
use the opportunity to reduce its exposure to
Hidroelectrica as well. We wouldn’t bet on CE
Oltenia’s privatization as it might undergo
insolvency procedure, while the only bidder in the
recent attempt to privatize Posta Romana gave up
on the company.
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Valuation of listed companies 

Fondul Proprietatea holds stakes in some of the most prominent names on the 

Bucharest Stock Exchange. Their high liquidity (in CEE terms) makes us comfortable 

enough to base their value on the current market prices (which we adapted by a 

mild discount).  

 

Fondul Proprietatea currently holds stakes in 14 companies listed on the Bucharest Stock 

Exchange, 5 of which are part of the BET index. These 5 names make about 95% of the total 

value of FP’s listed holdings (according to our valuation). The remaining 9 names are marked 

by a relatively low liquidity, but as their contribution to the Fund’s NAV is almost negligible we 

valued them the same way as the BET components to keep to model simple and easy to follow. 

 

 

8.15

6.82 6.68

2.66 2.53

1.37 1.14 0.95 0.76
0.45 0.40 0.35 0.34 0.29 0.23 0.12 0.12 0.11

Companies where FP owns shares

Companies where FP doesn't own shares

Fondul Proprietatea shares

Exhibit 12 Average daily turnover in the last 6 months (RONm)

Source: InterCapital Research, Bloomberg

Source: InterCapital Research, Fondul Proprietatea, Bloomberg

Exhibit 13 Overview of listed companies (values in RON)

Company
Current Market 

Capitalisation

Fondul Proprietatea's 

Stake

Value of Fondul 

Proprietatea's Stake

Value After an 8% 

Discout
P/E EV/EBITDA

% in total value of 

listed holdings

OMV Petrom 14,274,315,300 18.99% 2,711,179,343 2,494,284,995 8.6 2.7 65.23%

Romgaz 10,444,947,040 5.85% 610,914,216 562,041,079 9.5 3.8 14.70%

BRD Bank 7,178,085,635 3.64% 261,490,797 240,571,533 16.6 N/A 6.29%

Banca Trans i lvania 8,306,473,325 2.88% 239,039,552 219,916,388 3.7 N/A 5.75%

Nuclearelectrica 1,646,265,626 9.09% 149,649,760 137,677,779 15.0 3.3 3.60%

Alro Slatina 942,188,458 10.21% 96,207,822 88,511,197 6.4 4.6 2.31%

Conpet 618,147,499 6.06% 37,439,732 34,444,554 12.3 2.5 0.90%

Romaero 112,430,682 21.00% 23,610,438 21,721,603 -2.3 -7.6 0.57%

Primcom 22,522,740 67.93% 15,300,384 14,076,353 -9.7 33.6 0.37%

Alcom 5,461,984 71.90% 3,926,956 3,612,800 -105.9 9.4 0.09%

Oi l  Terminal 56,495,735 6.32% 3,569,215 3,283,677 3.7 2.3 0.09%

Palace 17,690,843 15.43% 2,729,602 2,511,233 -355.1 3.1 0.07%

IOR 37,207,020 2.82% 1,048,909 964,996 46.2 31.8 0.03%

Mecon 1,920,016 12.51% 240,216 220,999 -1.3 -4.5 0.01%

Total 43,664,151,904 - 4,156,346,942 3,823,839,187 8.7 3.0 100.00%
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As we said earlier, our valuation of the listed companies was based on their current market 

prices. Still, it would be hard to say that Fondul’s portfolio is highly liquid as it comprises of 

multiple names with relatively high absolute value. A good example is OMV Petrom - the 

current market price of Fondul’s total stake reaches almost RON 2.5bn. That’s quite high, 

especially taking into account the fact that the total traded value of OMV Petrom’s shares in 

the last 6 months reaches only 5.6% of that value. There were however some more liquid 

portfolio components (the total number of traded shares of Romgaz, BRD Bank and Banca 

Transilvania in the last 6M was above Fondul’s stake, but these companies make only a quarter 

of the value of FP’s listed NAV, while OMV Petrom makes almost 2/3). 

The liquidity factor made us put an 8% discount on the market price when valuing 

the listed part of Fondul Proprietatea’s portfolio. This discount is not far from what 

Fondul Proprietatea agreed to during the latest 2 sales of significant stakes in its portfolio 

companies done through ABBs (a stake in Romgaz was sold at a 7% discount in October 2015, 

while a stake in Conpet was sold at a 9% discount in November 2014).    

 

The total value of the listed part of Fondul Proprietatea’s portfolio we got using this 

method is RON 3.8bn. We believe this represents a fair value for these stakes, especially 

taking into account the discount we used. The most important part of this values goes to the 

stake in OMV Petrom (65%), followed by Romgaz (15%), BRD Bank (6%), Banca Transilvania 

(6%), Nuclearelectrica (4%), Alro Slatina (2%) and Conpet (1%), while the remaining 

companies add only about 1% to the total value of the listed portfolio. 

  

2,494

562
241

220
138 89 34 22 14 3.6 3.3 2.5 1.0 0.2

Total
3,824

Exhibit 14 Values of stakes in listed companies (RONm)

Source: InterCapital Research, Fondul Proprietatea, Bloomberg
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Valuation of non-listed companies (ex. Hidroelectrica) 

An important part of Fondul Proprietatea’s portfolio is comprised out of non-listed 

companies. This time we used peer analyses, valuing these companies based on the 

current market multiples (P/E and EV/EBITDA) of comparable listed companies, 

mainly from Europe. At the end we applied a 2x larger discount than in the case of 

listed companies. 

Fondul Proprietatea holds stakes in 34 non-listed companies. However, some of them are 

insolvent and out of function, while some are valued at so low numbers by Fondul (less than 

1% in NAV) that we saw no need to put them into our analysis. Therefore our valuation is 

based on the 15 largest non-listed companies (excluding Hidroelectrica which was 

valued separately). 

 

The non-listed companies are mostly majority state-owned monopolies, often highly regulated 

by at the same time operating with relatively good returns. Generally speaking, the best 

returns are offered by electricity and gas supply companies (such as Electrica Furnizare and 

Enel Energie companies). The Constanta Port recorded a relatively high ROE in 2014 as well 

(17%), while the salt producer Salrom delivered a ROE of 9%. The electricity distribution 

companies record ROE ranging from 5% to 9%, while the airport operator delivered a 2% ROE 

in 2014, marking the lowest value. 

Most of these companies hold quite strong net cash positions with no financial debt 

or an indebtedness level so low that the net debt / EBITDA remains below 0.2x (the highest 

debt / (debt + equity) is seen at the airport operator and GDF Suez Energy Romania, 6% 

each). These facts make the non-listed companies relatively immune to market shocks but, 

as any highly regulated majority state-owned company, they remain highly exposed to the 

risks related to regulatory changes. 

As the non-listed companies hold the highest portion in Fondul Proprietatea’s total 
NAV, it is obvious why one should approach their valuation carefully. We valued 
Fondul Proprietatea’s stakes in these companies using peer analyses. We looked for listed 

companies predominantly in Europe, with business models as similar as possible to those 
whose shares Fondul owns.  

Exhibit 15 ROE of non-listed companies (2014)

Source: companies’ reports, InterCapital Research
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By applying the peer groups’ current P/E and EV/EBITDA multiples to the non-listed companies 

we derived their value in the amount of RON 5.4bn. Once again we must take into account 

the liquidity factor (even more announced this time since the shares aren’t listed), lack of 

control and the fact that the peer groups might not be perfect matches. According to the 

standard practice in many private company valuations is using a fixed illiquidity discount (25-

30). We used a 25% discount, arriving at a total value of Fondul’s non-listed part of 

portfolio (ex. Hidroelectrica) in the amount of RON 4.0bn. 

 

We note that in this calculation we have excluded Fondul’s largest non-listed 
portfolio company, Hidroelectrica, as we believe its mere size and the portion of 
value it adds deserves a more detailed valuation, including both peers and DCF. 

Exhibit 16 Overview of non-listed companies (values in RON, based on 2014 financial results)

Source: InterCapital Research

Company Fondul's stake
Value of Fondul's 

stake

% in total value of 

unlisted holdings

% in total value of 

Fondul's NAV
P/E EV/EBITDA

Enel  D. Banat 24,1% 545.731.042 13,6% 5,1% 13,1 3,7

E.ON. Dis tr. Romania 18,3% 420.977.291 10,5% 4,0% 15,2 5,0

GDP Suez Energy Romania 12,0% 412.271.233 10,3% 3,9% 7,8 3,9

Enel  D. Muntenia 12,0% 394.202.266 9,8% 3,7% 13,6 3,1

Aeroporturi  Bucuresti 20,0% 367.784.772 9,1% 3,5% 18,6 7,2

Electrica  D. Muntenia  Nord 22,0% 355.123.049 8,8% 3,3% 11,5 5,1

Enel . D. Dobrogea 24,1% 335.954.907 8,4% 3,2% 15,9 3,8

Electrica  D. Trans i lvania  Nord 22,0% 279.140.624 6,9% 2,6% 13,3 5,2

Electrica  D. Trans i lvania  Sud 22,0% 277.993.794 6,9% 2,6% 12,6 5,2

Salrom 49,0% 182.467.779 4,5% 1,7% 15,2 6,9

Electrica  Furnizare 22,0% 181.082.986 4,5% 1,7% 4,0 1,8

Admin. Port. Mari time 20,0% 107.283.987 2,7% 1,0% 7,6 4,3

Enel  Energie 12,0% 75.211.998 1,9% 0,7% 4,8 0,4

E.ON Energie Romania 13,4% 44.950.809 1,1% 0,4% 3,6 2,5

Enel  Energie Muntenia 12,0% 40.924.905 1,0% 0,4% 7,3 N/A

TOTAL - 4.021.101.443 100,0% 37,8% 10,8 4,3

Exhibit 17 Values of stakes in non-listed companies (RONm)

Source: InterCapital Research
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Hidroelectrica 

Discounted Cash Flow Method  

In DCF method we used FCFE (free cash flow to equity) model which we believe is optimally 

adjusted to the business model of the Company and gives the most objective look to the 

Company's fundamental value. As a starting point in the valuation we have used a cost of 

equity (CoE) of 7.1%. By using discounted cash flow method and FCFE model we calculated 

the Company's equity value in the amount of RON 14,9bn.  

 
 

 

Source: InterCapital estimates

Exhibit 18 Discounted Cash Flow Analysis

14.85 9.0% 9.3% 9.5% 9.8% 10.0% 10.3% 10.5%

1.5% 16.7 16.4 16.1 15.8 15.6 15.4 15.1

1.0% 16.0 15.8 15.5 15.3 15.1 14.9 14.7

0.5% 15.5 15.3 15.1 14.9 14.7 14.5 14.3

0.0% 15.0 14.8 14.6 14.4 14.3 14.1 13.9

-0.5% 14.6 14.4 14.2 14.1 13.9 13.8 13.6

Sensytivity analysis using perpetual growth rate and WACC (RONbn)

Free Cash Flow to the Firm

RONk, except per-share data 2016F 2017F 2018F 2019F 2020F

EBIT 1,180,624 1,204,162 1,219,969 1,231,899 1,245,613

Tax 188,900 192,666 195,195 197,104 199,298

NOPAT 991,724 1,011,496 1,024,774 1,034,795 1,046,315

Plus: depreciation 880,920 854,492 828,858 803,992 787,912

Minus: change in working capital -5,233 13,290 14,918 22,850 26,053

Minus: capital expenditures 500,000 600,000 600,000 600,000 787,912

Free cash flow 1,377,877 1,252,698 1,238,714 1,215,937 1,020,262

Valuation Residual Assumptions

Present value of cash flows 4,915,123 WACC 9.8%

Present value of terminal value 7,399,698 Residual growth rate 0.5%

Enterprise value 12,314,821

Minus: net debt -2,536,033 Implied multiples

Equity value 14,850,854 Enterprise value / 2016 EBITDA 6.0x

Equity value 14,850,854 Terminal value / Last EBITDA 6.1x

2016F 2017F 2018F 2019F 2020F

Sales 3,253,757 3,279,787 3,306,025 3,332,473 3,359,133

    Change 0.5% 0.8% 0.8% 0.8% 0.8%

Operating expenses 1,221,277 1,250,488 1,286,847 1,326,528 1,355,853

    Change 2.6% 2.4% 2.9% 3.1% 2.2%

EBITDA 2,061,544 2,058,655 2,048,827 2,035,891 2,033,525

    EBITDA growth -0.7% -0.1% -0.5% -0.6% -0.1%

    EBITDA margin 62.8% 62.2% 61.4% 60.5% 60.0%

As a % sales 

Depreciation 27.1% 26.1% 25.1% 24.1% 23.5%

Capex 15.4% 18.3% 18.1% 18.0% 23.5%

Working capital -1.6% -1.2% -0.7% -0.5% 0.1%

DCF assumptions
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Relative Valuation 

 

 

Valuation conclusion of Hidroelectrica 

 
 

By summing up the two standalone values and implying a discount we have estimated the 

fundamental equity value of Hidroelectrica Group at RON 12.6bn out of which RON 2,5bn 

belongs to Fondul. 

 

 

Source: Bloomberg, InterCapital estimates

Exhibit 19 RV - key data and multiples

2015 2016 2015 2016

RusHydro PJSC HYDR RM Equity 5.5 5.0 6.8 6.5

TransAlta  Renewables RNW CN Equity 9.3 9.3 15.2 15.4

Arendals  Fossekompani AFK NO Equity 6.4 7.1 12.2 13.5

Iniziative Bresciane IB IM Equity 10.0 6.9 31.2 17.7

Median - 7.9 7.0 13.7 14.4

Average - 7.8 7.1 16.3 13.2

HIDROELECTRICA @ 2016e

EBITDA 2,061,544

Net income 969,252

Net debt -2,536,033

EV/EBITDA 7.0 16,935,919

P/E 14.4 13,981,463

Value 15,458,691

HIDROELECTRICA                           

COMPARABLES
Ticker

EV/EBITDA P/E

The key step in using the RV for valuation is the
selection of companies whose business model
is comparable with Hidroelectrica.

Valuating Hidroelectrica through RV method
based on current multiples results in value of
RON 15.5bn.

Exhibit 20 Summarized calculation

Source: InterCapital estimates

In valuation of Hidroelectrica we used the DCF
method and the RV method. Since DCF method
reflects future business results and our views on
their development we believe it is optimal for
determining company's value. This model
favorizes profit margin movements which we
believe are crucial for the valuations in the sector
and thus DCF method has been given a weight of
60% in its valuation. Given the fact peer group
universe is not fully comparable to
Hidroelectrica’s operations we have given the
relative valuation a weight of 40% in the overall
valuation.

(RONk) DCF RV

EQUITY VALUE 14,850,854 15,458,691

WEIGHT 60.0% 40.0%

AVERAGE EQUITY VALUE 15,093,989

LAW SUITS IN PROCESS (20%) 320,000

DISCOUNT (15%) 2,216,098

TOTAL VALUE 12,557,890

FP Share (19.94%) 2,504,043
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Valuation Summary  

 

Our valuation of Fondul Proprietatea’s portfolio was based on market value of the listed 

companies. The non-listed companies were valued separately, by doing a comparison to the 

market multiples of comparable companies. Additionally, we added a DCF for Hidroelectrica. 

This was we arrived to a total NAV of RON 10.6bn. 

 

Since we have already included discounts in our valuations of the different parts of Fondul’s 

portfolio (8% for listed, 15% for Hidroelectrica and 25% for the remaining non-listed 

companies) we believe there is no need to deduct further value off the share price. Therefore, 

Fondul’s total NAV of RON 10.6b translates to our target price of RON 0.99 per share, 

giving a 27% upside to the current market value.  

Fondul Proprietatea’s market cap. 
as of March 22, 2016

RON 8,365bn

Listed companies: 
Fondul’s share value: 
RON 3,823m

Cash:
Amount held by Fondul:
RON 276m

Hidroelectrica:
Fondul’s share value:
HRK 2,504m

Other non-listed companies:
Fondul’s share value:
RON 4,021m

Sum of the parts of Fondul Proprietatea’s portfolio =
3,823 (listed) + 276 (cash) + 2,504 (Hidroelectrica) + 4,021 (other non-listed) =

RON 10,625bn

Exhibit 21 Current market price Vs. SOTP valuation method

Source: InterCapital estimates

Values based on market prices

Values based on our analysis

Exhibit 22 Values of stakes in non-listed companies (RONm)

Source: InterCapital Research
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Disclaimer 

Information in this report is intended for informative purposes only and does not represent 

the solicitation to buy or sell any financial instruments or participate in any particular trading 

strategy. The information contained in this report has been obtained from public sources as 

well as directly from Companies’ Management. Although we believe our information and price 

quotes to be reasonably reliable, we do no guarantee their accuracy or completeness. In 

addition, the price or value of financial instruments described in this report may fluctuate and 

realize gains or losses. InterCapital Securities Ltd, headquartered in Zagreb, Masarykova 1, 

does not assume any responsibility for the damage caused by the use of information and 

projections contained in this report. Opinions expressed in this report constitute current 

judgment of the author(s) as of the date of this report and are subject to change without 

notice.  

InterCapital Securities Ltd uses various methods in Company valuations. Among the rest are 

comparative analyses of peer companies, discounted cash flow methods and other. 

Fundamental analysis is a financial analysis of industries and companies based on factors such 

as sales, assets, profit, products or services, markets and management. In conducting 

fundamental analysis, InterCapital Securities Ltd uses various methods to determine a value 

of the Issuer. Among the rest, analysis of comparable companies, discounted cash flow and 

other methods are being used. Although InterCapital Securities Ltd uses models commonly 

accepted in the financial industry and theory, the results of these models depend on plans 

and information obtained from the Issuer as well as subjective opinions of analysts. 

InterCapital Securities Ltd owns the following issues:  

The author of fundamental analyses in this report is Tomislav Bajic. Tomislav Bajic is employed 

in InterCapital Securities Ltd registered in Zagreb, Masarykova 1 as Analyst. InterCapital 

Securities Ltd is supervised by Croatian Financial Services Supervisory Agency (HANFA).  

Tomislav Bajic has no ownership interest in Fondul Proprietatea. He doesn’t own any shares 

of Fondul Proprietatea, and neither do his immediate family members.  

The company InterCapital Securities Ltd. acts as a market maker for ADPLRA ZA, PODRRA 

ZA, HTRA ZA, KOEIRA ZA, TPNGRA ZA, ATGRRA ZA and RIVPRA ZA. 

Fundamental rating values of an Issuer are given according to the following scale: 

Strong buy - equities with expected absolute revenue of more than 20% in the monitored 

time period 

Buy - equities with expected absolute return of 10%-20% in the monitored time period 

Hold - equities with expected absolute return of -10% to 10% in the monitored time period 

Sell - equities with expected absolute return below -10% in the monitored time period 

Under review - an issuer might be placed Under Review due to new information which is not 

included in the analysis. 

Up to August 14, 2014 the Hold recommendation was used for equities with an expected 

return of 0% to 10%, while the Sell recommendation was used for equities with an expected 

negative absolute return. Criteria for other recommendation remained unchanged. 
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Any investments indicated in the report constitute risk, are not readily available in all 

jurisdictions, can be illiquid and may not be suitable for all investors. Value or income realized 

on any one investment mentioned in the report may vary. If a financial instrument is 

denominated in a currency other than an investor's currency, a change in exchange rates may 

adversely affect the investment. Past performance is not necessarily indicative of future 

results. Investors must make their own informed investment decisions without depending on 

this Recommendation. Only investors with sufficient knowledge and expertise in financial 

dealings who are able to evaluate risk and return may consider investing in any form of 

securities or markets indicated herein. 

Protection of copyright and data base contained in this Recommendation is of great 

importance. The report may not be reproduced, distributed or published by any person for 

any purpose without prior consent given by InterCapital Securities Ltd. Please cite source 

when quoting. All rights are reserved. 
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Number Share

Companies which InterCapital Securities Ltd. 

provided investment banking service within last 

12 months

Strong Buy 6 33.3% RIVP-R-A

Buy 6 33.3% TPNG-R-A

Hold 1 5.6% -

Sell 2 11.1% -

Under Review 3 16.7% -

4Q 2015 (1 October - 31 December 2015)
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