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Clear strategic progress

Successful expansion of its established Accoya facility at Arnhem should
pave the way for Accsys to become EBITDA positive at the group level
during FY19. A dedicated Tricoya facility (construction underway, first
production expected from mid-2019) provides another clear platform for
further profit growth. As this becomes more apparent, we believe it will be
a catalyst for positive share price performance.

Laying growth foundations in FY18

Accsys made significant progress in executing its well-flagged expansion strategy
in FY18. This included a 50% increase in its Arnhem Accoya capacity (now ramping
up) and getting site development for its first Tricoya facility in Hull underway.
Arnhem has effectively operated at capacity for the last 12 months and expansion
means that broadly based and growing Accoya customer demand internationally
can be serviced. It has also processed wood for Tricoya market development; there
are now two significant licence partners who will provide the baseload demand for
the new dedicated facility when it comes on stream. Headline financials showed an
increased trading loss — we note a much reduced EBITDA loss in H2 however —
and moved into a modest net debt position (€3.8m) in FY18, as expected. Strategic
progress made far outweighs this near-term performance, in our view.

Business development to drive financial performance

Net debt will become a more prominent feature during this investment phase and
we expect progress against project milestones to be clearly reported. Business
development has continued despite capacity constraints and the benefits of this
should become increasingly apparent; in a double benefit, the Hull plant is
expected to produce Tricoya more efficiently and divert lower-margin volume from
Arnhem to improve that facility’s financial performance. Other positive future
markers may include further licensing and/or partnership arrangements in other
international markets as product availability and penetration rises.

Valuation: Moving into a growth phase

The Accsys share price has largely traded within the 76—80p range over the last 12
months and has rallied back to the middle of this following a dip around the end of
FY18. Tangible progress made in FY18 validates the group strategy and its
execution, increasing investor confidence in the transition to future profitability.
Becoming EBITDA positive in FY19 will be seen as a significant marker and we
believe growth aspirations beyond this are likely to rapidly compress current
valuation multiples as the company moves out of a development phase.

Consensus estimates

Year Revenue EBITDA PBT EPS DPS EV/Sales EV/EBITDA
end (€m) (€m) (€m) (c) (c) (x) (x)
03/18 60.9 (3.5 (8.8) (0.08) N/A 15 N/A
03/19 724 0.5 (6.3) (0.05) N/A 1.8 258.9
03/20e 85.6 4.9 (2.3) (0.03) N/A 1.6 27.1
03/21e 94.2 7.3 6.8 0.10 N/A 14 18.1

Source: Bloomberg
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Share details
Code AXS
Listing AIM / Euronext AMS
Shares in issue 111.5m

Business description

Accsys Technologies plc is a chemical technology
company focused on the development and
commercialisation of a range of transformational
technologies based upon the acetylation of solid
wood (Accoya) and wood chip, fibre and particle
elements (Tricoya) for use as high performance,
environmentally sustainable construction materials.

Bull

Clear expansion, growth and funding strategy in
place.

Third Arnhem reactor now operational.

Expecting to become EBITDA positive in FY19.

Bear

Rising net debt profile during investment phase
ahead of achieving significant profitability.

Economics of new Hull Tricoya facility yet to be
demonstrated at different operating levels,
although management expects it to reach break-
even at 40% utilisation.

Finance costs material in the context of current
profitability.
Analyst
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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. This document is provided 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. Edison has a restrictive policy relating to personal dealing. 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. Edison or its
affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In
addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future performance. Forward-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. 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 (ie 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. To the maximum extent permitted by law, Edison, its
affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this report and do
not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited ("FTSE") (c) FTSE [2014]. "FTSE(r)" is a trade mark of the London Stock Exchange Group companies and
is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the
FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE's express written consent.
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