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ANALYST

Zirax’s principal customer in the oil and gas sector has recently placed lower orders  parney Gray
than previously anticipated. Rosneft has indicated that it will not be placing further  , 4, (0)20 7601 6133
orders in 2009 prior to resuming orders early in 2010. Given that Rosneft accounts for

. A . barney.gray@westhousesecurities.com
approximately half of group volumes, we expect that sales will be considerably lower

than previously forecast in the current year. This news also implies that the group will SALES & TRADING CONTACTS

report a substantial loss for the twelve month period. Although we anticipate that Zirax

will be able to replace a proportion of lost business in 2010, this recovery is likely to be ~ 5°€ reverse

slow and we have reduced our 2010 estimates markedly.
COMPANY DESCRIPTION

Year end Revenue EBITDA PTP Net profit EPS PER MET By o @i dheres o

Dec $m $m $m $m P X based speciality chemicals

FY 2007A 30.7 5.5 5.3 3.7 1.09 29

FY 2009E 30.0 0.7 2.1 -2.5 -0.91 N/A Ticker ZRX

FY 2010E 38.0 3.0 .1 0.8 0.28 1.2 Listing AIM
At the time of the interim results on 25 September, Zirax was confident that demand for the = No. of shares 172.3m
company’s products was robust despite difficult global economic conditions. Demand for de-icing ~ Market cap. £5.4m
products has softened but still continues to grow. However, sales into the oilfield process  Enterprise value £6.1m

chemicals sector have been disappointing.

SHAREHOLDERS Holding (%)

Zirax’s principal customer in the oil and gas sector, Rosneft, has historically accounted for

approximately 50% of group volumes. However, Rosneft placed lower orders than anticipated in  Erith Group 59.5%
the fourth quarter of 2009 and has now indicated that it will not be placing further orders this ~ Valery Andosov 10.5%
year. Yugo-Vostok Promkapital 7.7%

Pennygold Trading Supplies 5.5%

As a consequence, Zirax now anticipates that sales in the second half of the year will be only

marginally ahead of the first half. This will also result in additional losses being incurred in H2 Pizepel () Ml B
although not to the same extent as the $1.2m deficit reported in HI. The management is  ropur Fonder 3.0%
confident that it has sufficient financial resources for its current needs despite the current

downgrade. 12M SHARE PRICE PERFORMANCE

For 2009, we have reduced our revenue assumption from $38.Im to $30.0m to reflect the [ =woer
decline in volumes delivered to Rosneft. This represents H2 sales of approximately $15.4m; a N‘
marginal increase in sales in H2 compared to HI. Nevertheless, our original pre-tax profit forecast .

of $0.3m is reduced to a loss of $2.Im given that the group is operationally geared with a

significant proportion of its operating costs fixed. |
4.00
Our forecasts for 2010 are highly indicative at this stage. We are assuming a return to growth next v ‘”’ N
year, albeit at a considerably more modest pace, as Zirax begins to replace gradually some of the **| ~ U -
. . . . 250
volumes lost relating the reduction of deliveries to Rosneft. B

Source: idess

New forecast summary

Revised Old Change Revised Old Change
Year end Dec 2009E 2009E (%) 2010E 2010E (%)
Turnover ($m) 30.0 38.1 -21.3% 38.0 45.0 -15.6%
EBITDA ($m) 0.7 2.5 -72.0% 3.0 45 -33.3% Westhouse acts as nominated adviser to
Zirax and is paid fees for these services.
Pre-tax profit ($m) -2.1 0.3 - 1.0 3.5 -71.4%
Net proﬁt ($m) -2.5 03 _ 0.8 2.4 -66.7% For important regulatory disclosures,
please refer to the information on page
EPS (p) -0.91 -0.11 - 0.28 0.95  -70.5% 5o inie repor.
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RATINGS, CERTIFICATION AND DISCLOSURES

Westhouse Securities Limited is a member of the London Stock Exchange and is authorised and regulated by the
Financial Services Authority. Registered in England and Wales, No. OC305445 Registered Office |12th Floor, One
Angel Court, London EC2R 7H].

INVESTMENT ANALYST CERTIFICATION

In my role as Research Analyst for Westhouse Securities Limited, | hereby certify that the views about the
companies and their securities discussed in this report are accurately expressed and that | have not received and
will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in
this report.

RATINGS SYSTEM

Westhouse Securities Limited uses BUY, HOLD and SELL as its stock rating system to describe its
recommendations. Investors should carefully read the definitions of all ratings used in each research report. In
addition, since the research report contains more complete information concerning the analyst’s views, investors
should carefully read the entire research report and not infer its contents from the rating alone. In any case,
ratings (or research) should not be used or relied upon as investment advice. An investor’s decision to buy or sell
a stock should depend on individual circumstances (such as the investor’s existing holdings) and other
considerations.

Ratings are explained as follows:

BUY: We expect that over the next twelve months the share price will outperform the market by more than
I5%. The market is defined as the FTSE All Share Index

HOLD: We expect that over the next twelve months, the share price will perform between +15% and -15%
of the market defined as the FTSE All Share Index

SELL: We expect that over the next twelve months the share price will under-perform the market by more
than 15%. The market is defined as the FTSE All Share Index

Distribution of Westhouse Securities’ research recommendations:

BUY: 73%
HOLD: 19%
SELL: 8%
OTHER DISCLOSURES

Westhouse publishes the proportion of all recommendations published BUY, HOLD or SELL on a quarterly
basis and the proportion of relevant investments in each category issued by the issuers to which the firm supplied
investment banking services during the previous |12 months.
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INVESTMENT RESEARCH DISCLOSURES

Westhouse Securities Limited, its affiliates and research analysts involved in the preparation of this report have:

Managed or co-managed a public offering of securities of the subject companies mentioned in this K Yes [No
report.

Received compensation for investment banking services from the subject companies mentioned in K Yes [ No
this report.

Received compensation for products and services other than investment banking services from the [JYes X No
subject companies mentioned in this report.

Provided or plans to provide investment banking services to, or has an investment banking client X Yes [No
relationship with any of the subject companies covered in this report.

Provided or plans to provide non-investment banking, securities-related services to any of the subject

companies mentioned in this report, or in the past has entered into an agreement to provide [ |Yes [X] No
services, or has a client relationship with any of the companies covered in this report.

Westhouse Securities Limited and its affiliates were acting as a market maker in the subject [JYes X No
companies’ securities at the time this research report was published.

Westhouse Securities Limited and its affiliates beneficially own 5% or more of any class of common [JYes X No
equity securities of the subject company.

The research analyst(s) involved in the preparation of this report and any members of their

household have a financial interest in the securities of the subject company or have received any [JYes X No
compensation from investment banking services revenues or from the subject companies in the past

2 months.

The research analyst(s) involved in the preparation of this report or any members of their household

serve as an officer, director, or advisory board member of the subject companies mentioned in this [ | Yes [X] No
report.

Any legal or natural person working for Westhouse Securities is involved in the preparation of

research recommendation, receives or purchases shares of the relevant issuer prior to a public [ ]Yes [X] No
offering of those shares.

DISCLAIMER

This research report has been published in accordance with our Research Policy which is available on written request
from Westhouse Securities Limited. This report does not provide individually tailored investment advice. It has been
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The
securities discussed in this report may not be suitable for all investors. Westhouse Securities Limited recommends that
investors independently evaluate particular investments and strategies, as the appropriateness of a particular investment
or strategy will depend on an investor’s individual circumstances and objectives. This report is not an offer to buy or sell
any security or to participate in any trading strategy, Westhouse Securities Limited employees and its affiliates not
involved in the preparation of this report may have investments in securities or derivatives of securities of companies
mentioned in this report, and may trade them in ways different from those discussed in this report. Westhouse
Securities Limited makes every effort to use reliable, comprehensive information, but we make no representation that it
is accurate or complete. We have no obligation to tell you when opinions or information in this report change apart
from when we intend to discontinue research coverage of a subject company. With the exception of information
regarding Westhouse Securities Limited, reports prepared by Westhouse Securities Limited research personnel are
based on public information. Facts and views presented in this report have not been reviewed by, and may not reflect
information known to, professionals in other Westhouse Securities Limited business areas or its affiliates. Westhouse
Securities Limited research personnel conduct site visits from time to time but are prohibited from accepting payment
or reimbursement by the company of travel expenses for such visits. The value of and income from your investments
may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational
or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other
rights in your securities transactions. Past performance is not necessarily a guide to future performance. Estimates of
future performance are based on assumptions that may not be realised.




o
WESTHOUSE

CONTACTS

SALES:

Sanjiv Pandya
+44 (0)20 7601 6130

sanjiv.pandya@westhousesecurities.com

Simon Hodges
+44 (0)20 7601 6136

simon.hodges@westhousesecurities.com

Malcolm Graham-Wood
+44 (0)20 7601 6138

malcolm.graham-wood@westhousesecurities.com

Deborah Barran
+44 (0)20 7601 6127

deborah.barran@westhousesecurities.com

SALES TRADING:

Martin Dobson
+44 (0)20 7601 6135

martin.dobson@westhousesecurities.com

Helen Brown
+44 (0)20 7601 6126

helen.brown@westhousesecurities.com

Adrian Beatty
+44 (0)20 7601 6139

adrian.beatty@westhousesecurities.com

llona Pasley
+44 (0)20 7601 6137

llona.pasley@westhousesecurities.com
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