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We like Karel Elektronik due to its ventures in high-growth potential
sectors, strong contributions in terms of revenue and profitability from KA R E L Outpe rform
the Daiichi acquisition, the partnership with Turkcell, growing
businesses on the Nokia front, its robust R&D and innovative structure. Closing Price (TL)
We initiate our recommendation for KAREL with a target price of Target Price (TL)
50.20 TL and an Outperform (OP) rating. Our target price indicates a

potential return of 59.0%. KAREL is trading at 3.27x 2024E EV/EBITDA,

Upside

- ] . 52 Week Range (TL) 9,37 /33,74
5.45x Price/Book, and 0.84x Price/Sales ratios.
Beta (L1Y) 0,88
Karel Elektronik is an electronic company engaged in the production of BIST-100 7.934,56
electronic cards, regional solution partnerships with telecom KAREL (Mn TL)
companies, and activities in the defense industry, automotive, and Market Cap. 12.725
telecom business sectors. Capital 403
The company's revenue distribution consists of 33% from corporate Free Float 29,00%
projects, 30% from automotive, and 27% from electronic card ADTV (3 month) 110,6
production. Price Performance (%) L1M L3M L1y
) . ) o KAREL 15,00 53,00 233,26
margin o 6-19%. For we forecas min .
- 15,40 24,14 52,34
revenue and we expect an improvement in the EBITDA margin to 20% BIST-100 Relative
range. 380 Performance Compared to BIST-100 in the Last Year
The company, 40% of whose shares were acquired by Dogan Holding 330
in 2022, made a significant move in the automotive sector with the 280
acquisition of Daiichi. Daiichi is active in the production of intelligent 230

screens, infotainment systems, and various driver support control
equipment. Karel is involved in the production and sale of control
equipment for TOGG. The start of TOGG's mass production will support
revenue figures in the coming years. We anticipate that the share of
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gradually increase in the coming period.

Although there has been an increase in short-term debt due to the

Daiichi acquisition, the company's operations, profitability, and its FINANCIAL RATIOS 2023/12E 2024/12E 2025/12E
partnership exhibit a strong outlook regarding debt repayment Revenues (Mn TL) 8.951 15.216 21.302
capacity. We expect the company to continue its revenue and EBITDA (Mn TL) 1.637 3.063 4.743
profitability growth in the coming period with the positive impact of EBITDA Margin (%) 18,29% 20,13% 22,26%
Daiichi. Net Profit (Mn TL) 258 1.313 2.629
The Turkcell Regional Solution Partnership contract, which beganin the Net Profit Margin (%) 2,88% 8,63% 12,34%
corporate projects field in 2019, has been updated to extend its validity VALUATION RATIOS 2023/12E 2024/12E 2025/12E
until the end of 2025 by adding new regions. The estimated revenue P/E 49,30 9,69 4,84
from this contract is projected to be approximately TRY6 blin, subject P/B 12,46 545 2,56
to price adjustments in every six months. We will monitor Turk EV/EBITDA 6,12 3,27 211
Telekom’s upcoming partnership-related tender process that may be a P/EBITDA 277 415 568
catalyst for Karel; though we have not included anything out of this ) ! ! !
potential business. Prlce/Sa.Ies 1,42 0,84 0,60
HISTORICAL RATIOS S1Y S2y S3Y
The gross profit margin in the electronic card production sector P/E 486,89 275,69 188,41
declined to 5% due to weaker sales in the white goods industry in the P/B 10,30 7,18 5,84
last one year. Modernization and organizational development projects EV/EBITDA 13,85 11,42 10,50
have been initiated in the electronic card facility, with a target of P/EBITDA 10,47 8,47 7.97
achieving a 35% increase in efficiency and a 30% increase in capacity Price/Sales 1,94 168 1,60

by 2024YE. With these new investments, we anticipate a strong
recovery in profit margin in this segment. This investment will be
financed through a 100% capital increase that is currently in the
approval process by the Capital Markets Board. Berke Gfmdoéan - Assistant Research Specialist
berke.gundogan@phillipcapital.com.tr

Onurcan Bal - Research Manager
onurcan.bal@phillipcapital.com.tr
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Karel Summary

Revenue (MnTL) 2020/12 2021/12 2022/12 H122 H123
Telecom 110 180 350 102 187
Sectoral Revenue Share 11% 11% 10% 9% 6%
Electronic Card Production 356 579 1.386 582 890
Sectoral Revenue Share 35% 35% 40% 50% 27%
Defense 201 229 168 79 133
Sectoral Revenue Share 20% 14% 5% 7% 1%
Corporate Projects 352 649 951 399 1.081
Sectoral Revenue Share 35% 40% 28% 34% 33%
Automotive - - 588 - 984
Sectoral Revenue Share - - 17% - 30%
Toplam 1.018 1.637 3.443 1.162 3.276
Gross Profit and Gross Margin by Revenue Segments  2020/12 2021/12 2022/12 H122 H123
Gross Profit (Mn TL) 52 83 191 45 84
Telecom :
Gross Margin 47,2% 46,3% 54,5% 44,1% 44,9%
Electronic Card Production Gross PrOﬁ'f (Mn TL) 25 >/ 185 83 46
Gross Margin 15,6% 9,9% 13,3% 14,2% 5,2%
Gross Profit (Mn TL) 78 101 99 53 61
Defense :
Gross Margin 38,7% 44,3% 59,2% 67,5% 45,7%
. Gross Profit (Mn TL) 54 145 153 78 196
Corporate Projects :
Gross Margin 15,3% 22,4% 16,1% 19,5% 18,1%
. Gross Profit (Mn TL) - - 144 - 265
Automotive
Gross Margin - - 24,5% - 26,9%
Total Gross Profit (Mn TL) 239 387 771 259 651
Gross Margin 23,4% 23,6% 22,4% 22,3% 19,9%
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Sectoral Outlook

Turkey Automobile Production

100.000 93.521

87.577 90739 88.214 87.902

83.999

90.000
80.000 73.637 75.974 74.704
70.723
20,000 63.751 67.162
: 62.837 62.560 62.363
61.544
50,000 47.778 49 30
40.000
30,000
20,000
10.000

m2023 w2022

Dec.

Monthly White Goods Production Data for the Years 2022 and 2023 (in thousand)

3.500

3220 3.168

3.106
2.955 2039 %
3.000 2.802 2.805 2.870  2.836 2.807 3797
2.435 2.421 2553
2.431
2.500 2374 2314 2312
2071
2.000
1.500
1.000
500
0
Jan Feb. M

Monthly Economic Indicator Datafrom the Ministry of Treasury and Finance of the Republic of Turkey.

B Monthly Production Data 2022 B Monthly Production Data 2023




DPhiIIi Capital Company Report — KAREL ELEKTRONIK
Your Partnerpln Firgnce 17.10.2023

Valuation Summary

Valuation Summary (Mn TL) - KAREL

Weighted Basic Assumptions

Weight Present Value
& Present Value

Risk Free Rate 25,00%
Discounted FCF 50% 14.107 7.053,7 Equity Risk Premium 5,00%
Market Multipliers 2023/12E 25% 13.548 3.386,9 Levered beta 0,88
Market Multipliers 2024/12E 25% 20.757 5.189,2 Growth Rate 10,00%
12M Target Value 20.229 WACC 23,1%
Capital 402,9
Target Price/share (TL) 50,20
Closing Price (TL) 31,58
Upside % 59,0%
Discounted Free Cash Flow (DFCF)
DFCF - KAREL 2023/12E 2024/12E 2025/12E 2026/12E 2027/12E 2028/12E 2029/12E 2030/12E 2031/12E 2032/12E 2033/12E
Revenue 8.951 15.216 21.302 27.800 34.749 41.699 49.205 57.078 65.640 75.486 86.809
Growth Rate 160,0% 70,0% 40,0% 30,5% 250% 20,0% 180% 16,0% 150% 150% 150%
Cost of Sales 7.160 11.945 16.424 21.128 26.062 31.275 36.904 42.809 49.230 56.614 65.107
Operating Expenses 591 913 1.172 1.529 1911 2.293 2.706 3.139 3.610 4.152 4.774
Operating Profit 1.405 2637 4.104 5.682 7.419 8.947 10.524 12.214 14.051 16.153 18.585

Growth Rate 143,0% 96,6% 57,2% 387% 31,8% 20,0% 180% 16,0% 150% 150% 150%
Margin  15,7% 17,3% 19,3% 20,4% 21,3% 21,5% 21,4% 21,4% 21,4% 21,4% 21,4%

Depreciation 233 426 639 834 1.042 1.251 1.476 1.712 1.969 2.265 2.604
Tax (-) 86 438 657 991 1346 1.637 1926 2.235 2572 2957 3.402
Change in Working Capital (-) 2.033 2945 2222 2581 556 3961 2.104 3.471 3.020 3.925 4.254
Investments (-) 448 837 1.172 1529 1911 2.293 2.706 3.139 3.610 4.152 4774
Free Cash Flow -929  -1156 692 1415 4649 2305 5264 5080 6818 7384 8760
WACC 23,07% 23,07% 23,07% 23,07% 23,07% 23,07% 23,07% 23,07% 23,07% 23,07% 23,07%
Discount Factor 1,04 1,27 1,57 1,93 2,37 2,92 3,60 4,43 5,45 6,71 8,25
Discounted Free Cash Flow -897 -908 442 733 1957 789 1463 1148 1251 1101 1061
Total DFCF for period 8.141

Terminal Value 8.933

Terminal Value Growth Rate 10,0%

Total Cash Flow 17.075

Net Debt (-) 2.967

Present Value 14.107
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Valuation Based on Market Multiples

Valuation Based on Market Multiples - KAREL

Market Multipliers L3Y Current 2023/12E  2024/12E
P/B (Max) 17,64

P/B (Avr.) 5,84 16,88 12,46 5,45
P/B (Min) 2,19

P/E (Max) 3.096,25

P/E (Avr.) 188,41 - 49,30 9,69
P/E (Min) -

P/Sales (Max) 3,79

P/Sales (Avr.) 1,60 2,29 1,42 0,84
P/Sales (Min) 1,05

EV/EBITDA (Max) 20,47

EV/EBITDA (Avr.) 10,50 15,16 6,12 3,27
EV/EBITDA (Min) 6,42

Estimates Current 2023/12E  2024/12E
Equity (Mn TL) 754 1.021 2.335
Net Profit (Annualized/Mn TL) - 107 258 1.313
Revenue (Annualized/MnTL) 5.556 8.951 15.216
EBITDA (Annualized/Mn TL) 1.035 1.637 3.063
Future Market Value Based on Average of Multipliers (Mn TL) 2023/12E  2024/12E
P/B (Avr.) 10.213 23.345
P/E (Avr.) - -
P/Sales (Avr.) 17.901 30.432
EV/EBITDA (Avr.) 17.196 32.167
Weighted and Discounted Value Based on Market Multiples 2023/12E 2024/12E
Weighted Value (Mn/TL) 14.143 28.044
Current Value (Mn/TL) 13.548 20.757

Financial Statements

Income Statement (Mn TL) - KAREL 2020/12 2021/12 2022/12 2023/12E 2024/12E 2025/12E
Revenue 1.019 1.637 3.443 8.951 15.216 21.302
Change 27,2% 60,7% 110,3% 160,0% 70,0% 40,0%
Cost of Sales 780 1.252 2.671 7.160 11.945 16.424
Gross Profit/Loss 238 385 771 1.790 3.271 4.878
Change 9,2% 61,5% 100,3% 132,1% 82,8% 49,1%
Margin 23,4% 23,5% 22,4% 20,0% 21,5% 22,9%
Operating Expensis 65 98 278 591 913 1.172
Ope. Exp. / Sales 6,4% 6,0% 8,1% 6,6% 6,0% 5,5%
Net Other Operating Income/Expenses 15 39 46 205 278 397
Operating Profit/Loss 188 327 539 1.405 2.637 4.104
Change 11,0% 73,3% 65,1% 160,6% 87,7% 55,6%
Margin 18,5% 20,0% 15,7% 15,7% 17,3% 19,3%
Net Investment Activity Income/Expenses 1 1 13 14 27 35
Net Finance Income / Cost -51 -259 -548 -1.074 -913 -852
Profit / Loss Before Tax 138 68 5 344 1.751 3.286
Tax 22 2 -54 86 438 657

Net Profit / Loss 122 66 46 258 1.313 2.629
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Financial Statement (Mn TL) - KAREL 2020/12  2021/12 2022/12 2023/12E 2024/12E 2025/12E
Current Assets 1.251 1.556 3.341 7.848 12.463 19.943
Cash and Cash Equivalents 373 65 195 798 2.304 5.295
Financial Investments 1 - 21 20 34 47
Trade Receivables 439 639 1.305 2.148 3.652 4.473
Inventory 365 743 1.335 4.028 5.021 8.095
Other Current Assets 74 109 506 854 1.452 2.032
Non-Current Assets 264 390 1.170 2.043 3.493 5.034
Property Plant And Equipment 118 205 344 558 969 1.502
Other Non-Current Assets 147 186 826 1.484 2.523 3.533
Total Assets 1.515 1.946 4.511 9.891 15.955 24.977
Current Liabilities 890 1.009 3.296 7.437 11.107 16.697
Short Term (ST) Financial Liabilities 637 490 2.343 4.506 7.949 11.212
ST Trade Payables 151 385 466 1.969 1.522 3.195
Other ST Liabilities 101 134 487 962 1.636 2.290
Long Term Liabilities 121 367 344 1.266 2.348 3.150
Long Ter (LT) Financial Liabilities 92 330 159 949 1.810 2.397
Other Long Term Liabilities 30 38 185 317 538 754
Equity 504 570 870 1.188 2.501 5.130
Net Profit 122 66 46 258 1.313 2.629
Total Liabilities 1.515 1.946 4,511 9.891 15.955 24.977
Ratios 2023/06* 2020/12 2021/12 2022/12 2023/12E 2024/12E 2025/12E
EBITDA 1.034,82 215,34 364,52 629,18 1.637,35 3.062,87 4.742,66
P/B 16,88 2,69 4,16 13,15 12,46 5,45 2,56
P/E - 118,37 11,06 35,67 218,19 49,30 9,69 4,84
P/Sales 2,29 1,32 1,45 2,91 1,42 0,84 0,60
EV/EBITDA 9,68 7,90 8,57 19,58 6,12 3,27 2,11
P/EBITDA 12,30 6,25 6,50 15,95 7,77 4,15 2,68
EBITDA Margin 18,62% 21,14% 22,27% 18,28% 18,29% 20,13% 22,26%
Net Profit Margin -1,93% 11,94% 4,06% 1,34% 2,88% 8,63% 12,34%

* 2023/06* data for the period are annualized.
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The target value of a stock represents the value that the analyst expects to be reached at the end of our 12-month
performance period.

Outperform (OP)

If this decision is made for a company, it indicates that better returns are expected for the stock compared to the index
in the medium and long term. However, this decision does not guarantee that the stock will rise or outperform the index.
Any changes in market conditions, developments in the macroeconomy, global economic developments, or news about
the company after the report is published can change this decision.

In-Line with Index (IL)

If the decision of "In-Line with Index" is made for the relevant stock, there can be various reasons for this. This decision
may have been made if the company's recent data and future estimates do not show significant differences compared to
the past. The stock price of the company may be at levels close to what it should be in terms of valuations. Making an
"In-Line with Index" decision for a stock does not mean that the stock will not move up or down. Generally, this decision
indicates that in the medium and long term, a return similar to the index is expected for the stock. However, every new
piece of news and change in market conditions can alter this decision.

Underperform (UP)

If the decision of "Underperform" is made for a stock, it indicates that weaker returns are expected in the medium and
long term compared to the index. Even if the "Underperform" decision has been made for a stock, short-term price
increases for the stock or short-term technical indicators giving a buy signal are possible. In some cases, even if returns
are not expected from the stock in the medium and long term, short-term "Outperform" or "In-Line with Index" returns
can be achieved when there is significant news, temporary profit increase news, or developments that will lead to a
positive short-term price trend.

PhillipCapital analysts review their valuations in line with developments related to companies and may change their
recommendations for stocks when deemed necessary. However, there are times when a stock's target return may
deviate from the rating ranges we anticipate due to price fluctuations. In such cases, the analyst may choose not to
change their recommendation.




DPhilli Capital Company Report — KAREL ELEKTRONIK
Your Partnerpln Firgnce 17.10.2023

Legal Disclosure

The investment information, comments, and recommendations provided here are not within the scope of investment
consultancy. Investment consultancy services are provided within the framework of an investment consultancy
agreement to be signed between intermediary institutions, portfolio management companies, non-deposit-taking
banks, and customers. The comments and analyses provided here are of a general nature. These recommendations
may not be suitable for your financial situation and risk and return preferences. Therefore, making investment
decisions based solely on the information presented here may not yield results in line with your expectations.

All comments and recommendations consist of forecasts, estimates, and price targets. Changes may be made to these
comments and recommendations due to changes in market conditions over time. All views and information in this
report have been compiled from sources believed to be reliable, but their accuracy has not been independently
verified. Therefore, PhillipCapital Securities Inc. and its employees are not responsible for any damages that may arise
from the incompleteness or inaccuracy of this information. For this reason, it is recommended that readers verify the
accuracy of the information before acting on the information obtained from these reports, and they are responsible
for the decisions they make based on this information. PhillipCapital is not responsible in any way for the lack and
inaccuracy of the information. In addition, PhillipCapital and all employees do not have any responsibility for damages
arising from information in any way.

There are no known relationships or conditions that could affect the objectivity of the comments and
recommendations presented here in a way that could affect the objectivity of the company, and great care and
attention have been taken to prepare it in a way that will not give rise to significant conflicts of interest that may arise
between our Company and customers.

The information provided here is not an investment recommendation, a buy/sell recommendation for an investment
instrument, or a promise of return, and is not included in the scope of Investment Consultancy. This report, in whole
or in part, cannot be reproduced, published, or shown to third parties without the written permission of PhillipCapital
Menkul Degerler A.S. and cannot be used for commercial purposes.




