EDISON

IBU-tec

Tapping into greentech trends

IBU-tec’s revenues were lower during FY20 because of a fire at BNT and
reduced demand because of the coronavirus pandemic, but insurance
payouts helped keep EBITDA stable. Management expects a return to
growth in FY21, driven by the launch of its own battery materials for
electric vehicles (EVs) in H221. It has outlined its strategy to deliver
revenues of €80—100m or more by 2025, based on demand for battery
materials, coatings which extend the number of times glass bottles can be
reused and recycling of rare earths and battery materials.

FY20 revenues affected by fire as well as pandemic

Group sales fell by €15.5m year-on-year during FY20 to €33.0m. This was the
combined effect of a fire at the BNT subsidiary in December 2019, which reduced
production capacity throughout the period, and the coronavirus pandemic, which
resulted, for example, in customers taking production back in house. EBITDA,
which included insurance payments, declined very slightly, by €0.1m to €7.0m.

Battery materials driving growth

Noting the anticipated impact of the coronavirus pandemic on demand,
management expects sales to increase to €37-39m during FY21 with an EBITDA
margin of 17-19%. The key growth driver is the battery materials segment, where
management expects sales to increase by over 50% as the group starts to sell its
battery product for use in lithium iron phosphate (LFP) battery cells for EVs and
stationary applications during the autumn. Management has set itself a target of
growing turnover to between €80m and €100m or more by 2025, representing
average growth of 20-25% each year, with an EBITDA margin of more than 20%. It
expects demand for battery materials and to a lesser extent for glass coatings and
recycling services to be the main drivers of this growth. In February 2021, IBU-tec
raised €25.5m (gross) through a placing at €34/share to finance further growth,
particularly in the area of proprietary battery materials.

Valuation: Growth from battery materials priced in

IBU-tec’s share price has risen by more than 50% since the start of 2021. We
believe this is attributable to investor appetite for shares linked to the EV sector. At
the current level, IBU-tec’s shares are trading on prospective EV/EBITDA multiples
that are above the peer group average (year 1: 28.9x vs 10.6x), suggesting that the
higher revenue growth management expects through engagement in the battery
materials market may already be priced in.

Consensus estimates

Year Revenue PBT PAT DPS PIE Yield
end (€m) (€m) (€m) (€) (x) (%)
12/19 485 15 0.9 0.19 N/A 04
12/20 33.0 1.6 1.0 0.00 N/A N/A
12/21e 39.3 17 1.2 0.17 N/A 04
12/22e 58.2 54 3.6 0.20 N/A 04

Source: Company accounts, Refinitiv
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Share details

Code IBU
Listing Deutsche Borse Scale
Shares in issue 4.75m
Net debt at end December 2020 €11.3m

Business description

IBU-tec is an international full-service provider in the
field of thermal process engineering, predominantly
treating inorganic materials. The acquisition of BNT
added complementary wet chemical processes for
manufacturing tin-based products.

Bull

Serving high-growth segments such as battery
materials.

BNT integration complements existing thermal
treatments with wet chemical processes.

New Bitterfeld site supports expansion into new
thermal process applications.

Bear

Reliance on key customers, although this is
reducing.

Lockdown delayed reconstruction at BNT.

Low free float.

Analyst

Anne Margaret Crow +44 (0)20 3077 5700

Edison Investment Research provides
qualitative research coverage on companies
in the Deutsche Borse Scale segment in
accordance with section 36 subsection 3 of
the General Terms and Conditions of
Deutsche Borse AG for the Regulated
Unofficial Market (Freiverkehr) on Frankfurter
Wertpapierbérse (as of 1 March 2017). Two to
three research reports will be produced per
year. Research reports do not contain Edison
analyst financial forecasts.
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FY20 performance

Revenues affected by fire as well as coronavirus pandemic

Group sales fell by €15.5m year-on-year during FY20 to €33.0m, in line with management
guidance. At the start of 2020, management had expected there to be some reduction in revenues
following a fire at the BNT site in December 2019. Although the fire was confined to one production
area dedicated to the manufacture of chemical catalysts used for dip painting in the automotive
industry, the fire damage was more extensive than originally thought, with parts of the plant used in
the production of glass coating and pharmaceutical products being indirectly affected by the fire.
More significantly, travel restrictions imposed during the coronavirus outbreak delayed
reconstruction work, so production is not likely to resume until later in 2021. BNT partly
compensated for this unexpected reduction in chemical catalysts output by sourcing them from third
parties, carrying out some value-add steps and selling the product to existing customers. This
initiative has had the additional benefit of maintaining contact with customers while in-house
production is suspended.

All three sites remained operational during the coronavirus pandemic. The adverse effect of the
pandemic did not begin to be felt until April and predominantly affected the original IBU-tec site in
Weimar because of its service-based business model. Faced with lower demand, customers used
their in-house production facilities before outsourcing production to IBU-tec. There was a clear
recovery and stabilisation in demand during Q420. Sales of catalytic powders for the automotive
industry for FY20 as a whole were at the level expected prior to the pandemic. Demand for battery
materials for the automotive industry and chemical catalysts was significantly below the previous
year's level.

EBITDA supported by insurance payout

EBITDA declined very slightly, by €0.1m to €7.0m. This included insurance reimbursements for
business interruption and fire-related property damage totalling €8.1m. Profit before tax increased
by €0.1m to €1.6m, with the decrease at EBITDA level offset by slightly lower levels of depreciation
and operating expenses. Reported PAT increased by €0.1m to €1.0m.

Fund-raising to finance growth in battery materials

Net debt reduced from €14.6m at end December 2019 to €11.3m at end December 2020. Cash
generated from operations during FY20 was €4.5m, flattered by a €0.4m reduction in working
capital. €3.9m was invested in equipment at the new IBU-tec location in Bitterfeld and some
replacement equipment following the fire at BNT.

In February 2021 IBU-tec raised €25.5m (gross) through a placing of 750,000 new shares at
€34/share. At the same time, the CEO sold 250,000 shares, also at €34/share, to satisfy
institutional demand. The funds will be used to finance further growth, particularly in the area of
proprietary battery materials.

Prospects — into a new dimension

Management guiding for growth in FY21

Management expects sales to increase to €37-39m during FY21 with an EBITDA margin of 17—
19%. This forecast fully takes into account the anticipated impact of the coronavirus pandemic on
current year performance. One of the key drivers of this growth is the battery materials segment,
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where management expects sales to increase by more than 50% as the group starts to sell its
battery product for use in LFP battery cells during the autumn.

Developing new markets in greentech

High levels of customer concentration caused problems in H217, when revenues were badly
affected by a sudden drop in demand for diesel vehicles following the ‘Dieselgate’ scandal.
Management has consequently worked hard to reduce the group’s dependence on individual
customers and market segments, expanding its presence in markets with long-term growth
potential such as e-mobility, air pollution control and resource conservation. It has also started to
complement the toll processing business model deployed at its Weimar site with its own products.
This initiative is being led by the chief sales officer Dr Arndt Schlosser, who joined IBU-Tec in May
2020, bringing more than 20 years of experience in a management at German multinational
chemical company Wacker Chemie.

Management has set itself a target of growing to between €80m and €100 million by 2025,
representing average growth of 20—-25% each year, with an EBITDA margin of more than 20%. It
expects demand for battery materials and, to a lesser extent, glass coatings and recycling services
to be the main drivers of this growth.

Battery materials — launching own product in H221

IBU-tec’s thermal treatment processes, which use either rotary kilns or its proprietary pulsation
reactors, provide higher-quality, more homogenous materials than most Asian suppliers. Higher
performance materials equates to longer electric vehicle (EV) range. As noted in our on the
lithium-ion battery market, removing consumer concerns about EV range is central to wider EV
deployment. During FY19, IBU-tec started supplying materials directly to a major EV battery
manufacturer in the Far East. In addition to significant volumes for stationary energy storage
applications, IBU-tec has worked with several major battery manufacturers on the development of
materials for use in EV battery cathodes and anodes. Until now, IBU-tec has acted only as a service
provider and contract manufacturer in this area. However, the patent protection of LFP battery
material that IBU-tec previously produced under licence for a third party expired at the end of 2020,
leaving the company free to launch its own LFP product in H221. IBU-tec has already won German
battery company Varta as a customer for its new product and is experiencing high levels of interest
from international companies. Management is targeting a more than tenfold increase in sales of
battery materials to ¢ €21m by 2025.

LFP is currently the dominant battery technology in e-buses, e-bikes, fleet vehicles and entry-level
mass-market EVs because its energy density is less than that of lithium cobalt oxide (LCO), which
was the original lithium-ion battery technology, it has a longer cycle life and good thermal stability. It
is also relatively low cost because the cathode does not contain cobalt. In February this year, Elon
Musk announced that Tesla was shifting standard range cars from a nickel cathode to an iron
cathode, ie LFP battery technology, to reduce the risk of potential cobalt and nickel shortages. LFP
is also becoming increasingly popular for stationary storage applications.

Glass production

Management estimates that IBU-tec already has a 40% share of the European market for organotin
compounds used in glass coatings. This share is likely to increase following the closure of
Lanxess’s organotin specialities facility in 2020, which leaves IBU-tec as the sole European
producer of glass coatings. Management is aiming to double the group’s sales in this segment to

¢ €12m by 2025. Rather than simply replacing equipment at BNT on a like-for-like basis following
the fire, management is adapting the production facilities to make the processes more efficient and
environmentally friendly, and accommodate rising demand for its monobutyltin trichloride (MBTC)
glass coating product. This will be covered by insurance.


https://www.youtube.com/watch?v=S9w4P8b9b-k
https://www.edisongroup.com/sector-report/battery-charge-the-rise-of-lithium-ion-options-and-implications-25811/25812/
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MBTC is used as a coating for glass bottles to improve mechanical strength and seal micro cracks
caused by roughness in the mould. As a result, glass bottles can be reused more times before
needing to be replaced. Glass packaging is becoming more and more important in Europe as an
environmentally friendly alternative to plastic. In addition, the growing middle class in the emerging
countries of South America and Asia is driving demand for glass products in these regions. Mordor
Intelligence estimates that the global glass packaging market totalled US$56.6bn in 2020 and
predicts that it will reach US$73.3bn by 2026, a CAGR of 4.4%.

Service/recycling

The group’s service offer was significantly expanded following the acquisition of BNT in June 2018,
which added complementary wet chemistry processes to the original thermal processing
capabilities. Management is targeting a doubling in service revenues by 2025 to €23m. It expects to
achieve some of this growth through cross-selling and providing a more complete package to new
customers. In addition, the group is beginning to offer its services to potential customers interested
in recycling high-value rare earths and battery materials. During FY20, it worked on two publicly
funded projects (REALight and REMINTA) in the field of material recycling using rotary kilns.
Management is targeting €20m revenues from recycling battery materials by 2025, in addition to the
€23m service revenues, potentially making revenues from sales of battery materials and recycling
them around one-third of the group total.

Valuation: Growth from battery materials priced in

Exhibit 1: Multiples for listed peers

Name

BASF

Johnson Matthey
Nabaltec

Nippon Shokubai
Umicore

W R Grace & Co
Mean

IBU tec

Market cap Ytd EV/Sales EV/Sales EV/EBITDA EV/EBITDA PIE PIE CAGR*
(€m) performance 1FY (x) 2FY (x) 1FY (x) 2FY (x) 1FY (x) 2FY (x)

64,124 7.9% 1.3 1.3 8.8 8.4 171 15.3 3.2%

6,847 25.0% 1.8 1.6 10.6 9.0 18.9 14.5 0.9%

255 6.6% 1.8 1.6 12.2 84 (19.8) 19.1 3.0%

2,100 14.9% 1.1 1.0 8.2 6.1 79.7 20.8 2.1%

11,070 14.4% 33 3.0 13.2 12.2 26.1 244 7.8%

3,425 11.1% 3.0 2.8 10.8 9.7 16.1 13.7 2.5%

2.0 1.9 10.6 9.0 19.6 18.0 2.5%

215 51.6% 5.7 39 28.9 19.1 164.7 53.1 11.3%

Source: Refinitiv. Note: Prices at 29 March 2021. Grey shading indicates exclusion from mean. *Year -1 (ie FY19 for IBU-tec) to year 3.

We use a sample of companies in Europe, North America and Asia involved in the manufacture of
mobile and process catalysts and battery materials. IBU-tec’s share price has risen much more
strongly since the start of 2021 than its peers. We believe this is attributable to investor appetite for
shares linked to the EV sector. At the current level, IBU-tec’s shares are trading on prospective
EV/EBITDA multiples that are above the peer group average, suggesting that faster than average
revenue growth associated with exposure to the battery materials market may already be priced in.
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Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Borse AG or the Frankfurter Wertpapierborse. Any investment decision should be solely based on a
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Borse AG and prepared
and issued by Edison for publication globally.

Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash
without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock,
options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of

this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. F orward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other

factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2021 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (jii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide

publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not

offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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