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Our opinion: Sell

It is difficult for an investor to obtain information about G.E.A, a French microcap.
Specialized in highway toll collection equipment, its financial communication is brief to say
the least. The family-owned company, controlled by its founder Serge Zaslavoglou contents
itself with one investor meeting per year, publishes the legal minimum and appears
completely disinterested in its share price. Its accounts, however, are readily available and
anyone who takes a look at them will necessarily contemplate a huge investment
opportunity. The company achieved an EBITDA margin of nearly 20% in 2017, generated
more than EUR 8 million in free cash flow and now has a net cash position of more than EUR
80 million... But capitalizes only EUR 110 million!

This could indeed be a huge opportunity.... But it is not the case.

First of all, since the mid-2010s G.E.A. has been facing a contraction in its main market and a
steady decline in revenues. A leader in France, G.E.A. is suffering the consequences of the
long modernization phase of French highways, which has seen widespread installation of
automatic toll collection (replacing manual payments) and all-electronic toll (AET) systems.
While the company has so far managed the turnaround well and contained a decline in
profits by reducing costs, it should experience more difficulty going forward. Its order book
in France has fallen to a level close to zero and the company no longer has any real room for
maneuver around its costs. A further decline in sales is expected both in the current financial
year and in 2019, which will likely lead to an accelerated drop in results.

More importantly, we believe that the company is in a very fragile position strategically.
G.E.A. is not diversified enough, not proactive enough and appears trapped in its market
niche. Despite significant financial resources (see cash position), the company invests very
little and is unable to find new growth drivers. In order to compensate for the fall in the
French market, G.E.A. has therefore sought to expand internationally. The company has had
a number of successes in Eastern Europe, CIS and Africa, but seems to have reached a
ceiling in sales. G.E.A. also wanted to penetrate the parking market but failed to really
succeed in this niche, again for lack of major investments. In terms of products and
technology, the group recently developed a next generation toll system (free-flow) and a
new electronic toll on-board unit (OBU). We are concerned however that these new
developments will unfortunately have only a limited impact on the business. Compared to its
major competitors, G.E.A. arrives very late to these fields and is absent from future satellite
technologies (GNSS).

Finally, G.E.A. lacks prospects and will likely remain under pressure. Even if the company is
fundamentally undervalued and technically protected by its cash position, which represents
70% of its market capitalization, the decline in earnings and lack of apparent strategic
initiatives will likely hinder any real increase in its share price. This is a pity because the
company has solid positions, is well-managed, and would have the financial means to
implement an aggressive growth strategy and create significant value.
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Chapter One

A specialized and local niche player

Created in 1970, Grenoble's Electronics and Automation
Division (G.E.A.) is a company based in France specializing in
the design and manufacture of toll collection systems. With less
than EUR 41 million in revenue in 2017, G.E.A. is a very small
player, particularly when it comes to positioning the company
within the very large intelligent transportation systems industry
(ITS). G.E.A''s major customers are indeed the giants of the
highway concession and some of them have large subsidiaries
specializing in tolling equipment and systems (Emovis for
Abertis, Austrade Tech for Atlantia). Similarly, the company
competes with the ITS subsidiaries of large diversified groups
(Kapsch TrafficCom, Indra, SIDE of the ACS group, etc.). Finally,
G.E.A. faces small independent players who are also generally
active in other market segments (Q-Free, Tecsidel...).

In its market segment and in France, the company nevertheless
enjoys strong leadership (not to say a dominant position). The
company equips more than 80% of the country's highways and
is the supplier of 13 out of 14 French highway companies.
Outside France, the company is also a significant player. It has
no access to the North American market, has little presence in
East Asia, but exports its products and systems to the rest of
Europe (particularly CEE), CIS, Africa and Latin America. Finally,
G.E.A. operates on the car park market, but in a very marginal
way.

Main segments of the European Intelligent transportation system industry (ITS)

Tolling

ETC (Electronic Toll
Collection), City
tolling, highway plaza
tolling.

Traffic management

Highway, managed
lanes, Tunnel &
Bridges

Urban mobility

Urban Traffic
Management and
intermodal mobility

Parking

On-street and off-
street parking

Operators

Public and private
operators (Vinci,
Atlantia, Abertis...)

Public and private
operators (Vindi,
Atlantia, Abertis...)

Cities (London,
Paris...)

Cities and private

operators (Indigo,

Apcoa, Empark, Q-
Park...)

System integrators,
service and data

Kapsch, Q-Free,
Atlandia, Abertis,

Kapsch, Q-Free,
Siemens, , Groupo

Swarco, Kapsch,
Dynnig, Siemens,

Xerox, Swarco, Smart
Parking, Kapsch, Inrix

providers Indra, Siemens, T- ACS, Telegra... Telent, Groupo ACS, Worldsensing, Q-Free,
Systems... Indra... Thales...
Equipment providers Kapsch, Q-Free, Kapsch, Q-Free, Swarco, Kapsch, Xerox, Wohr, Swarco,
(Hardware & Software) G.E.A, Tescidel, Siemens, , Groupo Dynnig, Siemens Kapsch, Stopa, Q-Free,
Abertis, Indra, ACS, ACS, Telegra... Groupo ACS, EDS, Parkeon, Tradelec,. ...
Atlantia. .. ECI...
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Chapter 2

A sluggish domestic market

Fundamentally, the toll equipment market and more broadly
the ITS market is a growing market in the world (CAGR from
+5% to 6%). It is driven in particular by the continuous increase
in urban and interurban traffic as a result of the rise in
urbanization rates. Like other ITS, toll systems make it possible
to reduce car congestion and pollution, but also to finance the
construction and maintenance of infrastructure.

Beyond this underlying trend, this market remains an
equipment market and depends on the level of development of
countries' road infrastructures. While the market is very dynamic
in emerging countries, it is very mature in developed countries.
However, innovation and technology can play a major role in
this. Thus, in France, despite the relative maturity of the
highway network, the toll equipment market has experienced
several phases of strong growth linked to the automation of toll
payment methods (replacing manual payments) and the
development of all electronic toll systems (AET). Leader on the
French market, G.E.A. has benefited from this dynamic and has
experienced very strong growth. Between the mid-1990s and
the mid-2010s, the company almost quadrupled its turnover.
Since then, the French market has unfortunately turned around
and is now very sluggish. Despite the emergence of new
technologies and toll solutions, French operators are not
renewing their recently installed park and G.E.A. has an order
book at the lowest level on its domestic market.

Tolling technological and market evolution Nb of toll transaction on French motorway (in million)
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Chapter 3

Revenues and EBITDA margin

A downturn well managed

G.E.A. is very well managed and, like many small family
companies, it has a very strong control over its costs and cash.
Thus, while G.E.A. has benefited from the automation dynamics
of the French toll network, its management has always kept in
mind that the investment cycle will turn around. During the
market's upward phase, the company maximized its cost
variability by using subcontractors and maintained a very light
fixed cost structure. Thus, between 2007 and 2013, despite a
doubling of turnover, the company's workforce remained
almost unchanged. When sales contracted again, G.E.A.
reduced subcontracting and was able to maintain a very good
level of activity in its production unit. Similarly, external
expenses were adjusted to the new level of activity and thus
remained very stable as a percentage of revenue (between 10%
and 11.5%). In addition, despite constant pressure on sales
prices, G.E.A. continued to improve its gross margin. Its gross
margin reached a new record (65% in 2017 compared to 60% on
average over the previous 5 years). In the end, despite the
sharp drop in sales from 2013 onwards, the company managed
to maintain an EBITDA margin close to 20%.

In terms of cash, G.E.AA. has also taken a very cautious
approach. Thanks to the tight management of its costs, but also
of its working capital and CAPEX, G.E.A. succeeds in
generating positive and significant free cash-flow each year. On
average, over the last ten years, it has amounted to nearly EUR
? million. The company could have returned this cash to its
shareholders and invested, but in order to cope with the market
downturn, it preferred to build up a very large cash reserve
(more than EUR 80 million!).

Historical free cash-flow (EURm)
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Chapter 4

In search of growth

To face the fall of the French market, G.E.A. has adapted its
cost structure but has also sought new sources of growth.

Very logically, G.E.A. first turned to exports. In 2007, the share
of exports in the company's order book was only 14%. At the
end of 2017, international orders represented 76% of the
backlog. G.E.A. has developed in Africa (Morocco, Ivory
Coast...), Eastern Europe (Croatia..) and C.I.S (Russia,
Kazakhstan).

In parallel, the company has sought to expand into the market
for access control and toll systems for car parks. Drawing on its
technological knowledge, G.E.A. has developed a dedicated
range of products and has succeeded in winning a few
significant tenders in France.

Last but not least, G.E.A. has developed and launched new
products. In 2017, after several years of development, the
company set up its first Free Flow unit in France. This
technology, which allows tolls to be collected at full speed (130
km/h) and is relatively light in terms of investment, should see
strong growth in the coming years. In addition, G.E.A. has
developed and launched its own electronic toll on board unit
(OBU). This market, on which G.E.A. has historically been
present in partnership with the Thales group, is very significant
and should soon experience a new boom with the arrival of a
new generation of OBUs operating on all European toll
systems.

Tolling solution, technologies and G.E.A position

Motorway Toll Plaza

All Electronic Tolling

Free Flow Electronic

Open Road Tolling

(MTP) (AET) Tolling (FFET) (ORT)
Vehicles speed Stop Slow down Full speed Full speed
Road side Heavy Heavy Light None
equipment
On board None Yes Yes Yes
equipment (OBU)
Technology Toll booth Dedicated Short Automatic number- Global Navigation
Range plate recognition Satellite System
Communications (ANPR) and DSRC (GNSS)
(DSRC)
G.EA v v Recent
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Chapter 5

Why it is not enough

If G.E.A. is looking for growth drivers, the company invests little
and appears to be not proactive.

Thus, internationally, while G.E.A. actively participates in the
various calls for tenders in emerging regions, its commercial
results are mixed. Despite its efforts, order intake remained
stable overall. Over the last ten years they have remained
between EUR 15 and 25 million. The company developed well
in Eastern Europe, CIS and Africa but declined in Asia and Latin
America.

In car parks, despite the winning of a few major contracts,
commercial in France results are also disappointing. G.E.A,,
which acknowledges that it has not invested enough in this
niche, has not officially won a single contract since 2015!

In terms of new products and technologies, the company also
seems to be lagging far behind. Its major competitors such as
Kapsch TrafficComm and Q-Free have been developing free-
flow toll systems for more than 15 years and have since
multiplied their references. In the OBU market, G.E.A. may also
have difficulty in penetrating the market. Kapsch, with in
particular its 10 million OBUs sold per year, appears difficult to
attack. Finally, G.E.A, which has so far focused on DRSC
technologies, is absent from DNSS satellite technologies. These
technologies, which are already operational in some countries
(particularly Germany), theoretically make it possible to put tolls
on any roads without equipment (Open road tolling) and should
experience strong growth.

G.E.A. export order intakes (EURm) Free Flow Electronic Tolling: first installation
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Chapter 6

Personnel cost in % of sales

40%
38%
36%

34% o ©
32% 50
30% 8
40

28% 6
26% 30

4
24% I 0
22% I I 2 1
20% . L

& Q‘</

The profit decline expected to accelerate

As we have seen, G.EAA. has so far managed its sales
contraction relatively well. Over the last three years, the
company's sales have fallen by 27% and profits by only 24%.
Over this period, G.E.A. continued to generate significant free
cash flow and increased its cash position by nearly EUR 18
million. The company will have more difficulty in renewing this
performance in the short and medium term.

Despite a good first half, which saw the unwinding of a major
contract in Greece, the current financial year should be marked
by a significant drop in profits. Business is at a standstill in
France and third quarter sales (-24%) suggest very poor figures
for the second half of the year. For the 2019 financial year, the
outlook is also worrying. The French market should remain
sluggish and, according to G.E.A., the international market is
particularly quiet.

Furthermore, as sales decline, fixed costs automatically become
more important in the income statement. In addition, the
company no longer has much room for maneuver in terms of
cost reduction and the decline in profits should accelerate. For
the full year 2018, despite the good first half of the year, we
expect a 24% decrease in net profit. In the absence of any
major new export contracts, 2019 could be another low point.
We expect a further decline in turnover and a 31% decline in
profit. On the positive side, the decline in activity should have a
positive impact on working capital requirements and enable
GEA to generate significant cash flow once again.

Revenues and net profit (EURm)
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Chapter 7

A low value but no positive momentum

G.E.A. is fundamentally inexpensive. Its net cash position of
more than EUR 80 million represents nearly 70% of its market
capitalization and theoretically offers downward protection. In
addition, despite the decline in activity and results that we
anticipate, G.E.A. should remain profitable and continue to
generate positive free cash flow. A valuation by DCFs or EVAs
shows an intrinsic value significantly higher than the current
share price. However, in the absence of a rebound in earnings,
the stock could continue to be wunder pressure and
undervalued.

This under-valuation is indeed historical. During the financial
crisis of 2008 and 2009, the company, although profitable, was
valued less than its cash flow. During the first part of 2010 and
until recently, the company was valued at less than 3x its
EBITDA.

Moreover, if the security still has a discount to its intrinsic value,
it is now much better valued. Despite poor prospects, G.E.A. is
now trading at more than 0.7x its sales. During the growth
period of the French market, EV/Sales multiples of G.E.A.
varied between 0.4x and 0.7x. Given the downward cycle in
which the company finds itself, it would be more reasonable to
value it at 0.5x its sales. This would correspond to an
EV/EBITDA 2019 of 5x and a share price of 85 euros.

Note that, while cash is a downward protection, it also acts as
an upward brake. It generates a marginal income (a little over
1% yield) and by definition does not create value. This is a pity,
because this cash flow could make it possible to implement an
offensive growth strategy that creates a lot of value.

Valuation ratios at 91.8 EUR/share* DCF valuation summary (EUR/share)*

) 09/2018E 09/2019E 09/2020E 09/2021E Beta 11 12 13 14 15 16
EV/Sales 0.74 0.79 0.72 0.49 WACC  84% 10.0% 115% 13.0% 14.5% 16.0%
EV/IC 8.5 86 7.8 4.8

EV/EBITDA 49 7.0 5.7 25 G10% 119 111 105 100 95 92
P/BV 1.40 1.37 133 125 G1s% 121 112 106 100 9% 92
P/CF ne 274 258 18.1 G20% 123 113 106 101 96 92
P/E 232 384 293 162 G25% 124 115 107 101 97 93
Free cash-flow yield 8.0% 3.2% 3.4% 5.1% G 3.0% 127 116 108 102 97 93
Dividend Yield 17%  12%  14%  2.5% G35% 129 118 109 103 98 94

*Based on LPE Research estimates

G: Infinite growth rate
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Appendix 1: The Company and its industry

Business summary

G.E.A, Grenobloise d'Electronique et d'Automatismes SA, operates electronic and computerized toll collection
systems. The company engages in designing, manufacturing, integrating, installing and maintaining a range of
equipment, which includes central computer systems, plaza computer systems, manual or automatic entry and
exit lanes, which accept all forms of payment, including cash, currency, magnetic cards, bank cards, smart cards,
subscriptions. Its products cover automatic ticket machines for entry lanes in closed toll systems, magnetic card
machines for unmanned exit lanes, manual toll terminals for toll collectors' use on exit lanes or on open toll
systems and automated toll plaza. The company was founded in 1970 and is headquartered in Meylan, France.

Sales per businesses (09/2017) Sales per regions (09/2017)

T . 90
Services; 9% Africa; 1%

Americas; 3%
Asia; 3%

Rest of
Europe; 9%

France; 60%
Rest of EU;
14%

anufactured
products;
91%

Industry and sector

Technology Equipment

Some listed competitors

Kapsch TrafficComm (AUT), Q-Free ASA (NOR), Smart Parking Ltd (AUS)

Revenues 2017 (EURm) EBITDA margin 2017 (% of revenues)

800
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-
G.EA

Kapsch Q-Free GEA Smart Kapsch Smart Q-Free
Parking Parking
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Appendix 2: Shareholders and corporate governance

Shareholders structure

Main institutional investors (% free-float)*

Invesco Advisers, Inc

12.5%
Free-float; Zaslavoglou Intrepid Capital Management, Inc 2.0%
37% family; 38%
Sycomore Asset Management SA 1.9%
Raymond James Asset Management International SA  1.8%
Allianz Global Investors GmbH 1.2%
Norges Bank Investment Management 0.7%
Eximium; *
5% Source Factset

Supervisory board structure Board members

Serge Zaslovaglou (Chairman, non independent)
Independent; Zaslovaglou Jeannine Zaslavoglou (non independent)

40% family; 40% . . .
Pierre Guillerand (non-independent)
Marie-Paul Roc (independent)
Louis-Michel Angue (independent)

Other non-
independent;
20%
CEQO's compensation structure (2017) Management team
Oher benefits Alexis Zaslovaglou (CEO)
26% Grigori Zaslavoglou (General secretary, CFO)
Fixefof;"ary? Hassane Tanoukhi (Project director)
Frangois-Xavier Ott (Strategy & Marketing director)
Philippe Thoreau (Sales director)
. Stock based
Varlableosalary; compensation;
34% 0%
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Appendix 3: Stock Reputation®

Criterion Points Comments

Share price behavior
- Erratic share price movements 7/10 Despite low liquidity, the company's share price is very stable
- Share price deviation from its trend 9/10 and does not suffer from large fluctuations (only 2% erratic
Criterion total 16/20 movement). The cash position largely explains this.

Focus on shareholder value
- Focus of the board 4/7 The founder controls the company and is chairman of the
- Focus of the CEO 5/7 board. The CEO also holds a large number of shares.
- Investor Relations intensity 1/7 Unfortunately, no effort is made towards investors and the
Criterion total 10/20 majority of the board is not independent.

Quality of the shareholders’
- Ownership by ‘major’ institutional investors 1710 Very few large institutional investors specializing in micro-caps
- Shareholder loyalty 5/10 are shareholders. The few have nevertheless remained relatively
Criterion total 6/20 faithful due in particular to the low liquidity of the share.

Communication of the equity story
- Business model communication 1/4 The company gives almost no information about its activity, its
- Strategy communication 0/4 market and its industry. Its strategy is not explained and G.E.A.
- Capital allocation communication 0/4 does not communicate on its capital allocation approach.
- Results and performance communication 174 Finally, the information given during the results is very brief.
Communication coherence 24 This communication is nevertheless consistent with the visible
- unicati

o disinterest of management towards investors.

Criterion total 4/20

Consistency
- Strategy consistency 3/7 G.E.A. does not explain its strategy but is consistent with it.
- Guidance and targets achievemnent 3/7 Management does not give guidance and therefore cannot
- Reporting consistency 6/6 make a profit warning. On the other hand, the financial
Criterion total 12/20 information is totally consistent from one year to the next.

Total over 100 48/100 Reputation average reputation on the stock market

LPE Research - Stock Conviction
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Appendix 4: P&L

(EURm) 09/2012 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018E 09/2019E 09/2020E 09/2021E
Revenues 69.7 78.1 55.6 57.9 50.6 40.8 40.0 35.5 35.5 43.5
- Change % -1% 12% -29% 4% -13% -19% -2% -1% 0% 23%
EBITDA 15.4 20.3 11.5 11.5 8.8 8.0 6.0 4.0 4.5 8.5
- EBITDA margin % 22.2% 26.0% 20.8% 19.9% 17.4% 19.7% 15.1% 11.2% 12.6% 19.5%
D&A 0.5 0.4 0.4 0.3 0.4 0.3 0.5 0.5 0.5 0.5
Non cash losses (gain) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Operating Income 15.0 19.9 11.2 11.2 8.5 7.7 5.5 3.5 4.0 8.0
- Operating margin % 21% 25% 20% 19% 17% 19% 14% 10% 1% 18%
Other income (expense) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Equity method inciome 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financing income (costs) 0.4 0.7 0.7 0.7 0.9 1.1 1.2 1.2 1.2 1.2
- Net interest rate % 1.1% 1.4% 1.2% 1.1% 1.4% 1.6% 1.6% 1.5% 1.4% 1.4%
Pre-tax 15.4 20.6 11.9 11.9 9.4 8.8 6.7 4.7 5.2 9.2
Income tax expense 5.4 7.2 3.8 4.1 2.5 2.6 2.0 1.4 1.4 2.4
- Apparent tax rate % 35% 35% 32% 35% 27% 30% 30% 30% 27% 26%
Income before minority 10.0 13.4 8.1 7.8 6.9 6.2 4.7 3.3 3.8 6.8
Discontinued operations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Minority interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income 10.0 13.4 8.1 7.8 6.9 6.2 4.7 3.3 3.8 6.8
Adjustment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Adjusted netincome 10.0 13.4 8.1 7.7 6.9 6.2 4.7 3.3 3.8 6.8
- Change % 10% 34% -39% -5% -1% -10% -24% -31% 14% 81%
Nb of shares (millions) 1.196 1.196 1.196 1.196 1.196 1.196 1.196 1.196 1.196 1.196
Nb of shares dil (millions) 1.196 1.196 1.196 1.196 1.196 1.196 1.196 1.196 1.196 1.196
Basic EPS (EUR) 8.35 11.2 6.80 6.50 5.76 5.19 3.95 2.75 3.14 5.67
Adj. EPS (EUR) 8.35 11.2 6.79 6.48 5.74 5.18 3.95 2.75 3.14 5.67
- Change % 10% 34% -39% -5% -1% -10% -24% -31% 14% 81%
Dividend per share (EUR) 2.40 3.35 2.10 2.10 2.10 2.10 1.60 1.10 1.30 2.30
Pay-out (%) 29% 30% 31% 32% 36% 41% 40% 40% 41% 41%
LPE Research - Stock Conviction 13
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Appendix 5: Balance sheet

(EURm) 09/2012 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018E 09/2019E 09/2020E 09/2021E
Non current assets 1.5 13 1.3 1.4 1.4 1.2 1.2 1.2 1.2 1.2
Intangible asset 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PP&E 1.3 1.2 1.1 1.3 1.3 1.1 1.1 1.1 1.1 1.1
Investment & Other 0.1 0.1 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Current assets 56.4 67.7 69.7 74.2 77.5 80.4 82.7 84.0 86.5 91.7
Working capital 17.1 8.0 13.2 5.6 9.2 6.4 2.4 2.2 2.2 3.4
Other assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Assets held for sale 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Cash & cash equivalents 39.3 59.7 56.5 68.5 68.3 74.0 80.3 81.9 84.3 88.3
Shareholders' equity 48.2 58.8 62.9 68.2 72.5 76.2 78.5 79.8 82.3 87.5
Group share 48.2 58.8 62.9 68.2 72.5 76.2 78.5 79.8 82.3 87.5
Non-controlling interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non current liabilities 2.5 2.3 1.9 2.2 1.7 1.1 1.1 1.1 1.1 1.1
Interest bearing liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pension Liabilities 1.4 0.8 0.6 0.7 0.0 0.0 0.0 0.0 0.0 0.0
Provision and other 1.1 1.6 1.3 1.5 1.7 1.1 1.1 1.1 1.1 1.1
Current liabilities 7.1 7.9 6.2 5.2 4.7 4.3 4.3 4.3 4.3 4.3
Interest bearing liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Liabilites held for sale 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 7.1 7.9 6.1 5.2 4.6 4.3 4.3 4.3 4.3 4.3
Invested Capital 18.4 9.2 14.3 6.9 10.5 7.5 3.5 3.3 3.3 4.5
Net financial debt -39.3 -59.7 -56.5 -68.5 -68.3 -74.0 -80.3 -81.9 -84.3 -88.3
Net debt -37.9 -58.9 -55.9 -67.8 -68.3 -74.0 -80.3 -81.9 -84.3 -88.3
Asset 57.9 69.0 71.0 75.6 78.9 81.7 83.9 85.3 87.7 92.9
Liabilities 57.9 69.0 71.0 75.6 78.9 81.7 83.9 85.3 87.7 92.9
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Appendix 6: Cash Flow and ratios

(EURm) 09/2012 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018E 09/2019E 09/2020E 09/2021E
EBITDA 15.4 20.3 11.5 11.5 8.8 8.0 6.0 4.0 4.5 8.5
Financing costs -0.4 -0.7 -0.7 -0.7 -0.9 -1 -1.2 -1.2 -1.2 -1.2
Income tax expense 5.4 7.2 3.8 4.1 2.5 2.6 2.0 1.4 1.4 2.4
WCR change and other 7.4 -9.6 7.3 -6.9 4.6 -1.9 -4.0 -0.2 0.0 1.2
Cash-flow from operat. 3.0 234 1.2 15.0 2.6 8.4 9.2 4.0 4.3 6.1
CAPEX 0.5 0.2 0.3 0.5 0.3 0.2 0.5 0.5 0.5 0.5
Free Cash-flow 2.5 23.2 0.9 14.4 2.2 8.3 8.7 3.5 3.8 5.6
Acquisition/Disposal 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dividend and return 2.6 2.9 4.0 2.5 2.5 2.5 2.5 1.9 1.3 1.6
Equity issuance 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other & Adjustment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Reduction in net debt -0.1 20.3 -3.1 12.0 -0.2 5.8 6.2 1.6 24 4.0

09/2012 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018E 09/2019E 09/2020E 09/2021E
Gross margin (%) 55.7% 62.6% 61.1% 58.4% 61.0% 65.0% 64.7% 63.4% 63.8% 63.6%
EBITA margin (%) 22.2% 26.0% 20.8% 19.9% 17.4% 19.7% 15.1% 11.2% 12.6% 19.5%
Operating margin (%) 21.5% 25.5% 20.1% 19.3% 16.8% 18.8% 13.8% 9.8% 11.1% 18.4%
Net margin (%) 14.3% 17.2% 14.6% 13.4% 13.6% 15.2% 11.8% 9.3% 10.6% 15.6%
ROIC before tax (%) 81% 216% 78% 162% 81% 103% 159% 107% 121% 179%
ROIC after tax (%) 53% 141% 53% 106% 59% 72% 111% 75% 88% 132%
ROCE before tax (%) n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s
ROCE after tax (%) n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s
ROE (%) 21% 23% 13% 1% 9% 8% 6% 4% 5% 8%
Current Ratio (x) 7.9 8.6 11.3 14.2 16.7 18.6 19.1 19.4 19.9 21.2
WCR (% of revenues) 24% 10% 24% 10% 18% 16% 6% 6% 6% 8%
Gearing (%) -82% -102% -90% -100% -94% -97% -102% -103% -102% -101%
Net debt/EBITDA (x) -2.5 -2.9 -4.9 -5.9 -7.8 -9.2 -13.3 -20.5 -18.9 -10.4
Interest coverage (x) -35.3 -28.3 -15.5 -16.0 -9.0 -6.8 -4.6 -2.9 -3.3 -6.7
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Appendix 7: Valuation multiples

(EUR) 09/2012 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018E 09/2019E 09/2020E 09/2021E
Share price average 63.1 76.5 81.6 76.4 77.8 89.3 91.8 91.8 91.8 91.8
Market cap. (EURm) 75.4 91.5 97.6 91.3 93.0 106.8 109.7 109.7 109.7 109.7
Entreprise Value (EURm) 37.5 32.5 41.6 23.5 247 32.7 29.5 27.9 25.5 21.4
Book Value per share 40.3 49.2 52.6 57.0 60.7 63.8 65.6 66.8 68.8 73.2
Cash-Flow per share 2.53 19.60 0.98 12.52 2.16 7.05 7.72 3.35 3.56 5.08
Earning per share 8.35 11.22 6.79 6.48 5.74 5.18 3.95 2.75 3.14 5.67
EV/Sales (x) 0.54 0.42 0.75 0.41 0.49 0.80 0.74 0.79 0.72 0.49
EV/IC (x) 2.04 3.54 291 3.40 2.35 4.37 8.47 8.57 7.82 4.81
EV/EBITDA (x) 2.4 1.6 3.6 2.0 2.8 4.1 4.9 7.0 5.7 2.5
P/BV (x) 1.6 1.6 1.6 1.3 1.3 1.4 1.4 1.4 1.3 1.3
P/CF (x) 24.9 3.9 83.4 6.1 36.1 12.7 11.9 27.4 25.8 18.1
P/E (x) 7.6 6.8 12.0 11.8 13.6 17.2 23.2 334 29.3 16.2
Free Cash-flow Yield (%) 3.3% 25.4% 0.9% 15.8% 2.4% 7.7% 8.0% 3.2% 3.4% 5.1%
Dividend Yield (%) 3.8% 4.4% 2.6% 2.7% 2.7% 2.4% 1.7% 1.2% 1.4% 2.5%

EV/EBITDA 2019E (x) P/E 2019E (x)
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Operating under the trademark LPE Research, LA PETITE ETINCELLE ASSOCIES SAS (“LPE Research”) is an
independent equity research house exclusively dedicated to fund managers and investors. LPE Research provides
services of investment research and financial analysis as defined by “l'article L. 544-1 du code monétaire et
financier” of the French law. As such LPE Research'’s reports strictly follow the general and specifics rules of the
Autorité des Marchés Financiers (“AMF”) regarding investment research and financial analysis (www.amf-
france.org). In addition, LPE Research’s Directors and employees strictly follow the Société Francaise des
Analystes Financiers ("SFAF") code of ethics (www.sfaf.com).

Equity research methodology and opinions

LPE Research’s services of investment research and financial analysis are based on a strict equity research
methodology consisting of 12 steps:

1- Understanding the company’s activities,

2 - Investigating the company’s market trends and industry dynamics
3 - Examining the company’s positions versus those of its competitors
4 - Reviewing the company’s business model, identifying key drivers
5 - Understanding management motivation, vision and strategy

6 - Analysing the company’s P&L

7 - Analysing the company'’s cash-flow

8 - Analysing the company'’s balance sheet

9 - Building earnings estimates

10 - Valuing the company

11 - Measuring the company’s stock reputation®

12 - Identifying potential re-rating levers and momentum

Based on its methodology, LPE Research provides on demand detailed operating and financial models and
presentations of its opinions. LPE Research’s detailed equity research methodology can be fund under
www.|pereserach.com/our-methodology

Conflict of interest

LPE Research is a fully independent equity research house and does not have nor seek any business with covered
companies that could impair the impartiality of its opinions.

Except if explicitly stated, LPE Research, its directors and employees:

1- do not hold a net long or short position subject issuer or the subject securities or other financial instruments
(the "Company” or the “Companies”)

2- do not act as a market maker or liquidity provider in the financial instruments of the Company

3- do not belong to a consortium as a lead manager or co-lead manager of any publicly disclosed offer of
financial instruments of the Company

4- do form party to any other agreement with the Company relating to the provision of investment banking
services

5- do not form party to an agreement with the Company relating to the production of the Publication or any
recommendation

6- do not act as a corporate broker to the Company

7- do not have a material conflict of interest at the time of distribution of the Publication or any other significant
financial interest in relation to the Company

8 — do not have received non-investment banking related compensation from the Company

9 — are not associated with them is an officer, director, or advisory board member of the Company.

10 - the Company do not holds shares of LPE Research
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Disclosures and Disclaimer

This publication has been prepared under the trademark LPE Research by LA PETITE ETINCELLE ASSOCIES SAS
("LPE Research”). Each publication specifies the publisher and the author(s): the financial analyst(s) as referred to
on the front cover of the publication. All rights reserved. When quoting please cite LPE Research as the source.
This Publication is provided to Qualified Institutional Investors for their information. It may not be reproduced,
redistributed, passed on, directly or indirectly, to any other person or published, in whole or in part, in any form or
by any means for any purpose without LPE Research'’s prior express consent.

The financial analyst(s) responsible for the production of this Publication certify that all of the views expressed in
this report accurately reflect their personal views about any and all of the subject financial instruments or
Companies. No part of any of the analyst(s)’ compensation was, is, or will be, directly or indirectly related to the
specific recommendations or views expressed by the analyst in this Publication. In particular, the financial
analyst(s) receive compensation based upon various factors, including the accuracy of research, client support
and feedback, competitive factors and overall LPE Research revenues.

The information, tools and material presented in this Publication are provided to recipients for informational
purposes only and are not to be used or considered as an offer or solicitation to sell or offer or solicitation to buy
or subscribe for securities or other financial instruments. This Publication is for clients only and it is intended to
provide information to assist Qualified Institutional Investors in making their own investment decisions. It is not
intended to provide investment advice to any specific investor. In particular, it does not constitute a personal
recommendation or take into account the particular investment objectives, financial situation, or individual
investor needs. Investments discussed and recommendations made herein may not be suitable for all investors.
Recipients must exercise their own independent judgement as to the suitability of such investments and opinons
in the light of their own investment objectives, experience, tax and financial position or individual needs.

This Publication has been prepared by its author(s) independently of the Company, and none of LPE Research,
the Company or its shareholders has verified any of the information given in this document, unless otherwise
stated herein. The Publication is based on information derived from selected public sources we believe to be
reliable and in good faith but neither its fairness, accuracy, completeness or suitability for investors' purposes can
be represented or warranted, expressly or impliedly. Opinions expressed herein reflect the current views of the
author(s) and not necessarily the opinions of LPE Research. Any opinions, forecasts, assumptions, estimates,
derived valuations and target price(s) contained herein are as of the date of this Publication and subject to
change at any time without prior notice. There can be thus no assurance that future results or events will be
consistent with any such opinions, forecasts or estimates.

LPE Research hereby expressly disclaims, to the extent permitted by applicable law and/or regulation (tort,
contract, strict liability or otherwise), all warranties, express, statutory or implied, regarding this Publication and
any results to be obtained from the use of this Publication, including but not limited to all warranties of
merchantability, fitness for a particular purpose or use and all warranties arising from course of performance,
course of dealing and/or usage of trade or their equivalents under the applicable laws and/or regulations of any
jurisdiction. LPE Research does not warrant or guarantee the accuracy, timeliness, suitability, completeness or
availability of this Publication or the information or results obtained from use of this Publication, or that this
Publication or the information or results will be free from error.

Under no circumstances and under no theory of any applicable law and/or regulation, shall LPE Research be
liable to anyone for any direct, indirect, special, incidental, consequential, punitive or exemplary damages arising
in any way from the information contained in this Publication, including damages for trading losses or lost profits,
or for any claim or demand by any third party, even if LPE Research knew or had reason to know of the possibility
of such damages, claim or demand.
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