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Key metrics
Scope estimates
Scope-adjusted EBITDA/interest cover 10.0x 11.1x 15.1x 12.8x
Scope-adjusted debt/EBITDA 1.7x 1.1x 0.8x 0.5x
Scope-adjusted funds from operations/debt 54% 79% 113% 173%
Scope-adjusted free operating cash flow/debt -3% 53% 63% 56%

Rating rationale

The rating is driven by an unchanged business and an improving financial risk profile.
Unix Auté has achieved sustained deleveraging by significantly improving its EBITDA,
leading to Scope-adjusted debt/EBITDA at around 1x at YE 2023. With HUF 9.7bn cash
at H1 2024, we see Unix Auté being able to repay its maturing bond of HUF 12.0bn in
November 2026 mostly from cash. Therefore, refinancing risk is low.

The moderate business risk profile is primarily driven by the good profitability in Unix
Autd’s key markets of Hungary and Romania. As a company that operates in the spare
parts retail market, it is in a good position as the delivery of new cars by original
equipment manufacturers is still slow; purchasing power has decreased in Hungary;
taxation on company cars is increasing, and the persistent high interest rates has halted
lease financing. The rating is constrained by the small size of the company in a European
context and its geographical concentration.

The good financial risk profile is primarily driven by Unix Autd’s strong leverage and
strong interest cover. The rating is constrained by volatile and low free operating cash
flow, which is driven by capex launched in large chunks.

Outlook and rating-change drivers

The Stable Outlook reflects our expectation that Unix Autd can continue to tackle
inflation-linked cost pressure, maintain double-digit margins and execute capex plans
while keeping debt/EBITDA well below 3.0x.

The upside scenarios for the ratings and Outlook are (collectively): (1) Improved
business risk profile due to growing revenues and better geographical diversification
(remote); and (2) Maintenance of credit metrics at solid levels.

The downside scenario for the ratings and Outlook is: (1) Deterioration in financial risk
profile exemplified by Scope-adjusted debt/EBITDA increasing above 3.5x.
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Rating and rating-change drivers

Positive rating drivers Negative rating drivers
e Dominating market share (about 35%) in the Hungarian e Somewhat weak geographical diversification, with Hungary
auto-parts market as the main sales and profit generator
e Solid growth and well-known brand domestically, with e Increasing finance cost hinders the growth prospects of
limited single customer or supplier dependence retail network
e Interest cover at very good level for the rating category ¢ Negative working capital in most years requiring financing
e Strong profitability due to 50,000 own private label e Higher cost base than main Hungarian competitor

products with possible own production capacity, cost
optimization and price setting capability

Positive rating-change drivers Negative rating-change drivers
¢ Improved business risk profile due to growing revenues e Scope-adjusted debt/EBITDA increasing above 3.5x
and better geographical diversification (remote) (remote)

¢ Maintenance of credit metrics at solid levels

Corporate profile

Unix Aut6 Kft. (Hungary) is a family-owned business founded in 1990 that mainly operates within one business activity: automotive
spare parts retail. Unix Autd generates a turnover of over EUR 240m, making it the market leader (around 35% of market share) in
automotive spare parts distribution in Hungary.

Since the Covid-19 pandemic and the subsequent global supply chain disruptions and high interest rate environment, many
prospective new vehicle customers have put their plans on hold, which has translated into more repairs and servicing on existing
vehicles. Unix Autd’s market share has doubled over the last 10 years as it progressively took market shares from authorised
service centres, which have more expensive services and do not offer cheaper generic spare parts.

Unix Aut6 operates more than 100 retail facilities in Hungary and over 60 shops in Romania, with no significant expansion plans for
now. Most sales occur through trade lines sold directly to service garages, delivered within the day or even the hour. The company
has an inventory of 10m spare parts and serves 16,000 customers daily with a fleet of over 2,000 vehicles. Many products are
compatible with several vehicle models and exist in different price categories.

The company is investing heavily in an automated warehouse in Budapest with proprietary technology. It recently started
developing a production facility, also in Budapest, to locally produce its own branded products under the A.Z. Meisterteile range to
cover 10%-20% of its needs. Unix Aut6 has 50,000 own branded products, which have superior profitability (including oils, wipers,
brake discs, light bulbs and service equipment).

The company is part of the ATR membership organisation, a German cooperative with roots back to 1967. This is as a union of
partners with equal rights that focus on improving their competitive position for all members through common purchasing and
marketing activities. The aim is to gain market leadership in Europe and further enhance the competitiveness of brand-independent
car repair businesses. The partnership also opens up other European markets, giving Unix Auto the possibility of expanding in the
future.
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Financial overview

Scope estimates

2022 2023 2024E 2025E 2026E

Scope credit ratios

Scope-adjusted EBITDA/interest cover 10.0x 11.1x 15.1x 12.8x 22.6x
Scope-adjusted debt/EBITDA 1.7x 1.1x 0.8x 0.5x 0.0x
Scope-adjusted funds from operations/debt 54% 79% 113% 173% >200%
Scope-adjusted free operating cash flow/debt -3% 53% 63% 56% >200%
T N N R A
EBITDA 12,640 12,973 11,447 12,093 13,314
Scope-adjusted EBITDA 12,640 12,973 11,447 12,093 13,314
s omopetonsoen ||
Scope-adjusted EBITDA 12,640 12,973 11,447 12,093 13,314
less: (net) cash interest paid (1,270) (1,172) (757) (945) (588)
less: cash tax paid per cash flow statement (428) (884) (738) (758) (891)
Change in provisions 375 - - - -
Funds from operations (FFO) 11,317 10,917 9,951 10,390 11,835
esopermmycsntovinin || | | | |
Funds from operations 11,317 10,917 9,951 10,390 11,835
Change in working capital (8,574) (1,154) (89) (4,354) (3,627)

Non-operating cash flow - - - - -

less: capital expenditure (net) (3,325) (2,443) (4,301) (2,690) (2,290)
Free operating cash flow (FOCF) (582) 7,320 5,561 3,345 5,918
B
Net cash interest per cash flow statement 1,270 1,172
Net cash interest paid 1,270 1,172

T — I I I N
Reported gross financial debt 21,153 16,163 15,752 15,752 3,852
less: cash and cash equivalents (316) (2,392) (7,042) (9,888) (3,406)
add: non-accessible cash® 125 125 125 125 125
Scope-adjusted debt (SaD) 20,962 13,896 8,835 5,989 571

1 Retail network cashier
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Legend

Green leaf (ESG factor: credit positive)
Red leaf (ESG factor: credit negative)
Grey leaf (ESG factor: credit neutral)

The company is very good at automating and therefore somewhat minimising its
environmental footprint. While the automotive sector remains among the highest
polluters, it is getting greener with the growth of electric cars and the recycling of used
parts and oils, mainly through governmental concession operators.

Governance is lax as the owner (Mr. Antal Zombori) is deeply involved in strategy,
planning and operations. The hands-on management style is mitigated by an internal
operational shared service centre covering finance, marketing, human resources, and
information technology.

The dividend payout ratio is reasonably low.

Unix Auto SRL (Romania) was first consolidated in 2022, with a full audit report available
since YE 2023 accounts, which has increased transparency.

2 These evaluations are not mutually exclusive or exhaustive as ESG factors may overlap and evolve over time. We only consider ESG factors that are credit-relevant,
i.e. those that have a discernible, material impact on the rated entity’s cash flow and, by extension, its credit quality.
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Unix Autd Kft.

Business risk profile: BB

The company operates in the auto parts retail industry, which falls under the discretionary
retail segment, with medium cyclicality, low entry barriers and low substitution risk.

Unix Auté is the leading auto spare parts company in Hungary in terms of market share
and product range with a revenue of EUR 273m in 2023 (up 16.3% YoY).

Top-line growth was driven by the preference among customers to repair existing cars
over buying new ones as well as by general inflation in Hungary and the forex effect.
Customers often opt for smaller repair shops as they provide a less expensive service
than original equipment manufacturers.

In addition to the clear dominance in Hungary (35% market share), Unix Auté is fifth in
Romania and present in Slovakia.

Retail volumes started decreasing in 2023, including the non-food category, which
encompasses the car spare parts business. However, volumes are still larger than before
Unix Autd’s bond issuance in 2019. Demand in 2024 is still sluggish, but most recent data
from the Hungarian Statistics Office shows recovering demand.

In 2023, Unix Auté had revenues of HUF 106.5bn and HUF 13.0bn in EBITDA (up 2.6%
YoY). Its main local competitor, Bardi Auté, had HUF 80.6bn in revenues and HUF 7.6bn
in EBITDA in 2023 (down 36.6% YoY). The competition could not manoeuvre so well
during the inflationary environment as shown by the huge drop in nominal EBITDA. This
may further accelerate the market dominance of Unix Auté. Both have a sales portfolio of
international brands and their own private label brand.

Unix Autd’s retail network is expected to remain at its current size due to the saturated
market in Hungary. Significant investment would be needed to expand its market
presence in Romania and is thus not targeted by the issuer. Geographical diversification
is limited with a focus on Hungary and Romania (below 10% of 2023’s revenues). On a
positive note, the company is well diversified in terms of suppliers and sales channels. For
each product category, there are several suppliers for different price points, and Unix Auté
operates through three different sales channels (brick and mortar retail shops, electronic
catalogue software for B2B customers such as repair garages, and a web shop), with the
physical shops accounting for around 60% of sales. This diversification ensures the
resilience of Unix Auté's ability to serve customers in the event of supply chain disruptions
or the loss of a distribution channel.
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Unix Autd Kft.

Figure 1. Revenue and profitability of Unix Auté (in HUF m)
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Sources: Unjx Auto Kft, Scope estimates

Operating profitability is generally good and is supported by a very strong Scope-adjusted
EBITDA margin of 12.2% in 2023 (down from 13.8% in 2022), which we expect to remain
well above 10%; and a moderate EBITDA return on assets of 20.4% in 2023 (down from
23.3% in 2022), which should remain well above 15% going forward.

The profitability trend is supported by the relatively high share of high-margin private label
products and good working capital management. Slight pressure on profitability levels is
related to pricing pressure and rising inventory value to ensure product availability to
grow market share in Hungary in 2024-26.

Financial risk profile: BBB+

The improvement of the financial risk profile is driven by a successful deleveraging after a
period of heavy investment. The company aims to be debt-free by 2026 and to keep only
buffer working capital lines.

Reported gross debt was stable in the range of HUF 21-24bn during 2019-2023. The
deleveraging to Scope-adjusted debt/EBITDA of 1.1x in 2023 from 2.5x in 2021 is due to
the doubling of EBITDA between 2019 and 2023 and the accumulation of significant
cash. Reported gross debt will decrease by HUF 3.5bn in 2025 and by HUF 12.0bn in
2026 as the company plans to repay most if its debt (a bond and a Baross Gabor loan),
should interest rates stay at this level. Funds from operations/debt gradually improved on
the back of the deleveraging to 79% in 2023 from 28% in 2019.

We expect leverage to improve further with Scope-adjusted debt/EBITDA of below 1.0x
and Scope-adjusted FFO/debt of around 100% by end 2025, thanks to the reduction in
gross debt and a growing cash balance given the strong cash generation of Unix Autd’s
business. We apply cash netting in our leverage calculation, as cash is considered to be
permanent and accessible, with the recent cash build up earmarked for debt repayment.

Leverage could still deteriorate in the event of a new major investment programme, such
as the broadening of private label products.

Scope-adjusted EBITDA interest coverage has remained strong (above 10x since 2019)
due management’s prudent approach in fixing all long-term interest rates and due to the
positive evolution of EBITDA. We therefore believe this strong metric will be sustained,
supported by a drop in payable interest linked to the anticipated reduction in gross debt.
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F Unix Autd Kft.

Unix Autdé has a HUF 12.0bn fixed-coupon (4% yearly) bond. The long- and short-term
working capital debt facilities add up to HUF 14.5bn, out of which over HUF 10bn is
undrawn.

Variable interest rates remain a risk for Unix Auté. This is because fixed-rate facilities are
subsidised by the state and no significant new subsidised financing facilities are available in
Hungary for large corporates. In response to the increasing finance costs, Unix Auté has
used less bank financing and toned down its international growth aspirations.

Figure 2: Indebtedness of Unix Auté (in HUF m) Figure 3: Cash flows of Unix Aut6 (in HUF m)

mmmmm Cash flow from operations (LHS)
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Historical negative FOCF numbers relate to the large new logistics centre.

Following completion of the logistics centre, Scope-adjusted FOCF/debt turned positive in
2021. It was slightly negative in 2022 due to IT investments. With no committed capex
plan since 2023, Scope-adjusted FOCF/debt is positive. We expect it to remain positive
until at least 2026 due to improving FOCF and decreasing gross debt.

The company is considering capex for 2025 for warehousing systems and/or a spare parts
manufacturing site for which the building has already been acquired. The capex is not
committed and may be split over several years. Therefore, this metric could remain
volatile in the future as well.

We expect the liquidity ratio to exceed 200% in 2024-25. Unix Auté has high cash
reserves of HUF 9.7bn as at 30.06.2024, earmarked for debt repayment, and HUF
10.4bn in undrawn short-term working capital facilities (excluded from our assessment
due to their short maturity). This provides a significant buffer along with the possibility of
drawing supplier financing. We believe the company will be able to repay the HUF 12.0bn
bond maturing in November 2026 from existing cash sources.

All loan facilities mature in 2025 (investment loans, working capital loans and overdrafts).
There is no refinancing risk as the only significant drawn credit facility of HUF 3.5bn is
invested in a time deposit. The remaining small repayments of HUF 100-200m do not
pose a liquidity risk.

Unrestricted cash (t-1) 2,267 6,917 9,763
Open committed credit lines (t-1) - - -

Free operating cash flow 5,561 3,345 5,918
Short-term debt (t-1) 571 3,500 12,000
Coverage >200% >200% 131%
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Unix Autd Kft.

Unix Autd’s senior unsecured bond issued under the Hungarian National Bank’s Bond
Funding for Growth Scheme has a covenant requiring the accelerated repayment of the
outstanding nominal bond amount (HUF 12.0bn) if the debt rating of the bond stays below
B+ for more than two years (grace period) or drops below B- (immediate accelerated
repayment). Such a development could adversely affect the company’s liquidity profile.
The rating headroom to entering the grace period is two notches.

In addition to the rating deterioration covenant, bond covenants have a list of soft
covenants including for a change of control.

Baking covenants were met with a high buffer as banks are ready to finance Unix Auté up
to a net financial leverage/EBITDA ratio of 4.0x.

Supplementary rating drivers: +/- 0 notches

No notching was applied.

Financial policy is risk averse exemplified by low leverage, mainly fixed rate drawn debt
and low dividends.

On the governance side we note that major decisions are taken unilaterally by the owner-
CEO, but key person risk is reduced by a significant back-office staff.

Parent support is neutral. There has been no significant equity contribution in the past
because the company did not need it (partly because of the owner's low dividend
expectations).

Long-term debt ratings

We affirm the BB rating on senior unsecured debt issued by Unix Auté Kft, which includes
the HUF 12.0bn bond issued in 2019.

The debt category rating reflects the ranking of the debt at below a significant amount of
HUF 14.1bn of senior secured bank debt (25% drawn, 75% undrawn). We expect an
‘average’ recovery (30%-50%) for outstanding senior unsecured debt in a hypothetical
default scenario at YE 2025 based on a going concern, noting the possible introduction of
further senior secured debt ranking ahead of the bond.

In November 2019, Unix Auté Kft. issued a HUF 12.0bn senior unsecured bond (ISIN:
HU0000359286) through the Hungarian Central Bank’s Bond Funding for Growth
Scheme. The bond proceeds were used for a new automated warehouse and the partial
repayment of supplier balances. The bond has a tenor of seven years and a fixed coupon
of 4.0%. Bonds have bullet repayment at maturity in November 2026.

24 September 2024

SRG_RR_COR_22-1 8/9



Unix Autd Kft.
Hungary, Retail

SCOPE

Scope Ratings GmbH

Headquarters Berlin Frankfurt am Main Paris

LennéstralRe 5 Neue Mainzer Stral3e 66-68 10 avenue de Messine
D-10785 Berlin D-60311 Frankfurt am Main FR-75008 Paris

Phone +49 30 27891 0 Phone +49 69 66 77 389 0 Phone +33 6 6289 3512
Oslo Madrid Milan

Karenslyst allé 53 Paseo de la Castellana 141 Via Nino Bixio, 31
N-0279 Oslo E-28046 Madrid 20129 Milano Ml

Phone +47 21 09 38 35 Phone +34 91 572 67 11 Phone +39 02 30315 814

Scope Ratings UK Limited
London

52 Grosvenor Gardens
London SW1W 0OAU

Phone +44 20 7824 5180

info@scoperatings.com
www.scoperatings.com

Disclaimer

© 2024 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings GmbH, Scope Ratings UK Limited, Scope Fund
Analysis GmbH, and Scope ESG Analysis GmbH (collectively, Scope). All rights reserved. The information and data supporting
Scope’s ratings, rating reports, rating opinions and related research and credit opinions originate from sources Scope considers
to be reliable and accurate. Scope does not, however, independently verify the reliability and accuracy of the information and
data. Scope’s ratings, rating reports, rating opinions, or related research and credit opinions are provided ‘as is’ without any
representation or warranty of any kind. In no circumstance shall Scope or its directors, officers, employees and other
representatives be liable to any party for any direct, indirect, incidental or other damages, expenses of any kind, or losses
arising from any use of Scope’s ratings, rating reports, rating opinions, related research or credit opinions. Ratings and other
related credit opinions issued by Scope are, and have to be viewed by any party as, opinions on relative credit risk and not a
statement of fact or recommendation to purchase, hold or sell securities. Past performance does not necessarily predict future
results. Any report issued by Scope is not a prospectus or similar document related to a debt security or issuing entity. Scope
issues credit ratings and related research and opinions with the understanding and expectation that parties using them will
assess independently the suitability of each security for investment or transaction purposes. Scope’s credit ratings address
relative credit risk, they do not address other risks such as market, liquidity, legal, or volatility. The information and data
included herein is protected by copyright and other laws. To reproduce, transmit, transfer, disseminate, translate, resell, or store
for subsequent use for any such purpose the information and data contained herein, contact Scope Ratings GmbH at
LennéstralBe 5 D-10785 Berlin.

24 September 2024 SRG_RR_COR_22-1 9/9


mailto:info@scoperatings.com
http://www.scoperatings.com/

