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Our opinion: Buy

Eurobio Scientific - a microcap specialized in the design and distribution of in vitro
diagnostic (IVD) products - has changed its name three times and almost as many times its
activity. Since its inception in 1997 the company has never made a profit, will post a net loss
again this year and possibly in 2019 also. Its share price has declined every year since its
initial public offering in 2005, falling by 40% in 2016, nearly 25% in 2017 and by 20% since
January 1. There are no major institutional investors among its shareholder base and they
appear uninterested.

They should be interested however, because appearances can be deceiving.

Eurobio Scientific is loss-making from an accounting point of view, yet economically
profitable. If the company were to use IFRS, it wouldn’t amortize its goodwill and would have
recorded its first profit in the first half of 2018. Eurobio owes this to Jean-Michel Carle and
Denis Fortier, two experienced entrepreneurs in the diagnostics industry who took control of
the company during a reverse takeover in 2017.

The listed company was poorly managed, suffered from an inadequate cost structure and
had very few growth prospects. The two executives repositioned the company in a promising
molecular biology diagnostics market, undertook a major restructuring plan and ultimately
transformed the group. Its recovery has been spectacular. In 2016, the company had a
negative EBITDA margin of nearly 20%. On to the first half of 2018, Eurobio's EBITDA margin
was over 8%! Turnover had been falling for three years. It increased by nearly 11% over 18
months.

Eurobio’s new leaders do not intend to stop there. They are ambitious and, while the French
diagnostics market is stagnating, they have set themselves the objective of increasing their
sales by more than 7.5% on an annual basis. To achieve this they are counting on the growth
of their proprietary molecular biology products, but also on Eurobio's new dimension and
credibility. The company is experiencing intense commercial activity and signing an
increasing number of new and promising contracts. Momentum is positive and sales growth
is expected to accelerate again over the next 12 months. Moreover, with limits on its savings
potential, management can be trusted to keep fixed costs under control. The increase in
sales should thus be multiplied at the level of profits. An EBITDA margin of 15% by 2021
seems quite achievable to us.

On the stock market level, the sell-off observed on small caps in France and Eurobio’s recent
share price decline represent a very good opportunity. The company's share price is at its
lowest and the group has particularly attractive valuation multiples of 6.6x 2019 EBITDA and
4.7x 2020 EBITDA. Yet above all it has a free cash flow yield of more than 10% for 2019 and
more than 16% for 2020! No doubt many investors will be satisfied with appearances, but we
are confident that some will quickly spot the opportunity.
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Chapter One

Published net losses (EURm)
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A long history of losses

Eurobio Scientific is a small French company designing and
distributing in-vitro diagnostic (IVD) solutions for medical
biology laboratories (consumables sales and instrument supply).
However, she did not always have this activity.

Founded in 1997 as ExonHit Therapeutics, the company was
first a biotech company specializing in genomics. Thanks to
research and collaboration agreements with bioMérieux and
Allergan, the company went public in 2005. Unfortunately, it
failed to deliver innovative molecules and faced with the
accumulation of losses, it decided to change its strategy.

In 2012, it acquired InGen BioSciences, the exclusive distributor
for France of HLA (Human Leucocyte Antigen) test products
from the American company Thermo Fisher scientific. It took
the name of Diaxonhit and hoped, thanks to InGen's leadership
in France in its specialty (transplantation diagnostics), to acquire
a cash-generating activity that would finance and enhance its
R&D activities. Unfortunately, this acquisition did not change
the dynamics. R&D still did not deliver new molecules and the
company, suffering from far too high structural costs, continued
to accumulate losses. Worse, losses increased with the rise of
the dollar: InGen could not pass on the increase in costs of its
American products licensed by the HLA to its customers.

In 2017, to get out of the situation and avoid bankruptcy,
Diaxonhit was forced to merge with Eurobio, a small and very
dynamic French diagnostic company.
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Chapter 2

If Diaxonhit was in loss and had failed to grow its business,
Eurobio was profitable and growing strongly. The private
company, which emerged from an LBO, was positioned in the
promising segment of in-vitro diagnostics for
diseases and molecular biology technologies.
above all very well managed. Directed and controlled by two
experienced professionals, Jean-Michel Carle and Denis
Fortier, the company had tripled its sales in seven years and

A transforming reverse takeover

posted an EBITDA of 12.5%.

On the strength of Eurobio's positions and their excellent track
record, the two managers took 16.7% and 14.2% of the capital
respectively at the end of the merger and, with that, took

control of the new company.

With Diaxonhit and its subsidiary InGen, the two managers first
saw the opportunity to change Eurobio's size and accelerate its

growth.

customers of the two companies were very complementary.
Thanks to its leadership in HLA tests, InGen had privileged
access to all the major medical biology laboratories in France

In fact, the diagnostic products, sales forces and

and thus offered strong commercial synergy.

Moreover, the merger offered very significant cost synergies.
Diaxonhit remained a biotech in his DNA and did not have a
profit culture. Its fixed costs per employee were almost twice as
high as at Eurobio. Moreover, although not a single new
Diaxonhit's R&D
expenses represented even more than 10% of sales. All this

molecule was

could be scary; Eurobio's managers saw it as a real opportunity.

Eurobio sales before merger (EURm)
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launched on the market,

Eurobio sales breakdown before merger
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Chapter 3

Costs in % of sales
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An already successful restructuring

The managers had identified a great potential for cost savings.
The least we can say is that they were able to capture them. In
2016, the company posted a loss of EUR5.5 million in EBITDA.
In the first half of 2018, Eurobio achieved a positive EBITDA of
EUR2.1 million.

This return to profitability was first of all a reflection of an
increase in sales and an improvement in the mix. On a pro
forma basis, sales increased by 11% over the 18 months. The
merger of Eurobio and Diaxonhit also made it possible to
significantly improve the gross margin; the share of high-margin
proprietary products being higher at Eurobio. The gross
margin, which amounted to only 30% in 2016, represented
more than 36% of sales in the first half of 2018.

Nevertheless, it is mainly the decrease in costs that explains this
recovery. Within 18 months, general and administrative costs
fell by more than 370 basis points, R&D costs by more than 930
bps and sales and marketing costs by more than 970 bps! The
reduction in the workforce was not negligible (a decrease of
more than 10%) but it was particularly effective because it
focused on high salaries. Fixed costs per employee fell by more
than 35% over the period.

This restructuring was also very well managed. To achieve this,
management has set aside a provision of less than EUR3 million
and despite this, for the first time, it was able to post positive
operating cash flow in 2017.

EBITDA (EURm)
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Chapter 4 An ambitious growth plan 2020

While there is still real potential for cost savings, it is through
sales growth that most of the improvement in results will now
come. Eurobio has set itself the objective of achieving a
turnover of 60 million euros by 2020 and thus expects to

achieve an average annual growth in sales of more than 7.5%.

This is an ambitious objective. In fact, while the global VD
market is growing by 5% per year, the French market has been
stagnating for years. This is particularly the case in the mature
transplant market. Through Ingen, Eurobio generates 46% of its
sales in this market segment. The company is the leader in
France and is also under attack from new competing products.

Despite this, we believe that Eurobio will achieve its objectives.
The management has an excellent track record for growth, but
can especially count on the development of the market for
infectious

several years ago, has a range of proprietary products
(Eurobioplex) but is also the exclusive distributor of CareDx
(Allomap) and Luminex (Verigene) laboratory products. In this
segment, Eurobio already generates, in our opinion, nearly a
quarter of its sales and has just won a very important contract

with the 3rd largest French player in medical analysis (Biogroup-
LDCQ).

IDV world market (USD billion)*
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disease diagnostics and molecular biology
technologies. These genomics-derived techniques make it
possible to better target pathogens, better select treatments
and also considerably reduce the time to obtain results. They
are in fact booming and represent a rapidly growing market
(CAGR of more than 15%). In this niche, Eurobio has real assets.
The company, which positioned itself in molecular biology

Eurobio sales breakdown in 2017 proforma

Research
Products; 11%

Transplantation
; 46%

Disease
Diagnostics;
43%

*sources: Markets & Markets , Allied Market Research, Research &
Markets



Chapter 5

Sales estimates by division (EURm)

Margin improvement, dollar risk included

While we believe that sales growth is relatively assured, the risks
to margins are higher. Eurobio sells and distributes American
products that it buys in dollars and sells in euros. This is
particularly the case for HLA tests in transplantation, which
alone account for more than 40% of sales. In order to protect
itself from this currency risk, Eurobio systematically hedges itself
at 18 months. This shifts the problem but unfortunately does
not solve it. The recent rise in the dollar will not have a negative
impact in 2018, but in 2019 and 2020.

Despite this, margins are expected to continue to improve. In
fact, while we can expect pressure on the gross margin
following the rise of the dollar, this pressure should be offset by
the improvement in Eurobio's mix. Proprietary products, which
represent nearly 20% of the company's sales and a higher
percentage in molecular biology, are growing very strongly and
have gross margin rates that are twice as high as distributed
third-party products.

In addition, there should be a leverage effect on margins
through sales growth. Although under development, Eurobio
should maintain a light fixed cost structure. As we have seen,
the company is extremely well managed and should not need
to increase its workforce again to achieve its growth plan.
Finally, Eurobio should benefit from the investments made in its
new production unit. In the end, we estimate that the EBITDA
margin should reach 15% within three years.

Gross margin and EBITDA estimates
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Chapter 6

A punitive accounting hiding real profits

While the recent and future improvement in results is real, it is
not very visible. Despite a very positive EBITDA, Eurobio should
still show a net loss in 2018, be only close to break-even in 2019
and report a still modest profit in 2020. The company owes
these losses to highly punitive French accounting standards
(not IFRS) and an amortization of goodwill and intangible
business assets resulting from the acquisition of InGen and its
recent merger. Thus, each year, Eurobio depreciates nearly
EUR2.7 million of goodwill and nearly EUR2 million of intangible
commercial assets. The total amount of depreciation amounts
to nearly 6 million euros per year, when the company's
investments and normative depreciation are only around 1
million euros. If Eurobio were to follow IFRS standards, it would
already be profitable.

Fortunately, this punitive accounting does not impact cash flow.
Thus, despite its heavy losses, Eurobio generated positive
operating cash flow in 2017. The company should do so again
this year despite an increase in working capital requirements
and the payment of restructuring costs. From 2019 onwards,
free cash flow should nevertheless become very significant.
Based on improved margins, lower CAPEX and no restructuring
costs, we expect free cash flow of nearly EUR4 million. In the
absence of acquisitions and redistribution to shareholders, the
company could no longer have any debt in 2020 and be cash
positive in 2021. However, at this point in time, it seems likely to
us that the company will have made acquisitions and begun to
distribute dividends.

Published and real net earnings (EURm) Published net earning and cash flow (EURm)
6 12
5 M Published net
earnings 8
4
3 4
2 Adjusted net I -
earnings* 0 -
1
0 -4
-1 M Adjusted net 8
earnings with -
2 normalized
3 depreciation** -12
2018E 2019E 2017 2018 2019E 2020 2021E
mm Net profit published Normalized free cash flow*
*Adjusted from goodwill amortization
**Adjusted net earnings considering EUR1m of normalized depreciation *Free cash flow considering EURTm of normalized CAPEX
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Chapter 7 A positive momentum and a value opportunity

On the stock market level, the sell-off observed on small caps in
France and the recent decline in the share price is a very good
opportunity. The company's share price is at its lowest level
even though the excellent results of the first half of 2018
confirm Eurobio's recovery. However, the news flow should be
very favorable. As we have seen, the company has very recently
won a very important contract in molecular biology and should
see its revenue growth accelerate again in the second half of
2018. Sales of HLA tests, which had fallen by nearly 15% in the
first half of the year due to unfavorable economic conditions,
should rebound thanks to the launch of a new product range by
Thermo-Fisher. The beginning of 2019 should also see a further
strong increase in sales and results thanks to the ongoing
growth momentum but also thanks to a very favorable base
effect.

In this context, a strong revaluation of the share seems to us
foreseeable. Eurobio is valued only at 6.6x 2019 EBITDA and
4.7x 2020 EBITDA. P/Es seem less attractive but, as we have
seen, they do not reflect the company's true earning power. On
the other hand, the cash flow multiples that are more indicative
of Eurobio's economic reality show a very high undervaluation.
At the current share price level, the company's free cash flow
yield exceed 10% for 2019 and 16% for 2020! The DCF confirms
these figures. With a conservative beta of 1.4, a WACC of 11.1%
and a perpetual growth rate of 2.5%, we come to a company
value of 6 euros per share. In our opinion, this is a level that
could be reached in the next 6 to 12 months.

Valuation ratios at 3.80 EUR/share* DCF valuation summary (EUR/share)*
x) 12/2018E 12/2019E 12/2020E 12/2021E Beta 10 11 12 13 14 15
EV/Sales 0.95 0.81 0.65 0.50 WACC 88% 94% 100% 105% 11.1% 11.7%
EV/IC 1.14 1.16 1.14 1.08
EV/EBITDA 107 6.6 4.7 33 G10% 758 694 638 589 545 507
P/BV 1.29 1.29 1.23 114 G15% 793 723 662 609 563 521
P/CF 253 70 53 4.6 G20% 834 75 68 632 58 538
P/E 132 159 %4 76 G25% 881 794 721 658 604 556
Free cash-flow yield -14%  104%  162%  18.9% G30% 936 838 757 687 628 577
Dividend Yield 0.0% 0.0% 0.0% 0.0% G35% 100 890 798 721 656 600
*Based on LPE Research estimates G: Infinite growth rate
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Appendix 1: The Company and its industry

Business summary

Eurobio Scientific is a French company specialized in the field of in vitro diagnostics (IDV) with expertise ranging
from discovery to commercialization of specialty diagnostic solutions as well as products for research in life-
science. The company owns a broad and diversified portfolio of proprietary products and distributes third part
product in three specialty areas : transplantation (HLA tests, Cornea products, AlloMap tests...), infectious
diseases (Tetanus Quick Stick, EBX molecular biology family...) and life-science. Eurobio Scientific was founded in
1997 and is headquartered in Les Ulis, France.

Sales by business (proforma 2017) Sales by region (proforma 2017e)
Research
Products; US and

1%

Disease
Diagnostics;
43%

Others; 4%
Transplantati
on; 46%

France; 96%

Industry and sector

Diagnostic & Testing substance

Some listed competitors

Thermo Fisher Scientific (USA), BioMérieux (FRA), Bio-Rad Laboratories (USA), Diasorin (ITA), Immunodiagnostic
Systems (GBR), Biosynex (FRA)

Revenues 2017 (EURm) EBITDA margin 2017 (% of revenues)
20000 40%
35%
15000 30%
25%
10000 20%
15%
5000 10%
5%
0 - | I 0%

Thermo Fisher bioMérieux DiaSorin Eurobio 5% DiaSorin Thermo Fisher  bioMérieux Eurobio
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Appendix 2: Shareholders and corporate governance

Shareholders structure

Jean Michael
Carle; 17%

14%

Free-float;
69%

Denis Fortier;

Main institutional investors (% free-float)*

Sunny Asset Management SA 11.4%
HSBC Global Asset Management SA 1.3%
Karakoram SAS 0.6%
Turgot Asset Management SAS 0.4%
La Financiére de |'Europe SAS 0.3%
Friedland Gestion SAS 0.1%

* Source Factset

Supervisory board structure

Independent;
100%

Board members

Jean-Pierre Hermet (Chairman, independent)
Michel Picot (Vice-Chairman, independent)

Patrick de Roquemaurel (independent)

CEO's compensation structure (2017)

Variable salary;
24%

Fixed salary;
76%
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Management team

Jean-Michel Carle (CEQO)
Denis Fortier (COO)

Hervé Duschesne de Lamotte (CFO)
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Appendix 3: Stock Reputation®

Criterion Points Comments
Share price behavior
- Erratic share price movements 0/10 The Eurobio share suffers from regular erratic movements
- Share price deviation from its trend 6/10 (three erratic movements per month). On the other hand, the
Criterion total 6/20 share does not deviate too much from its stock market trend.
Focus on shareholder value
- Focus of the board 2/7 The Supervisory Board is composed solely of independent
- Focus of the CEO 7/7 directors, but none of them are shareholders. The CEO and
- Investor Relations intensity 2/7 COO, on the other hand, are the main shareholders of the
Criterion total 11/20 company and therefore very focused on shareholder value.
Quality of the shareholders’
- Ownership by ‘major’ institutional investors 0/10 There are practically no major institutional investors in the
- Shareholder loyalty 3/10 company's shareholding structure. In addition, the shareholding
Criterion total 3/20 structure was completely renewed in 2017 after the merger.
Communication of the equity story
- Business model communication 3/4 The company has recently improved its communication and
- Strategy communication 3/4 gives a good explanation of its positioning and industry.
- Capital allocation communication 1/4 Similarly, its business model and strategy are clearly explained.
- Results and performance communication 2/4 On the other hand, the company does not give any indication
- Communication coherence 24 of its capital allocation or provide sufficient information during
o its results. There is a lack of guidance and KPIs.
Criterion total 11/20
Consistency
- Strategy consistency 2/7 The strategy has changed with the arrival of the new
- Guidance and targets achievemnent 3/7 management and the company is not giving any guidance. On
- Reporting consistency 5/6 the other hand, the company's reporting has remained very
Criterion total 10/20 constant, which gives visibility.
Total over 100 41/100 Below average reputation on the stock market
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Appendix 4: P&L

(EURm) 12/2012 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018E 12/2019E 12/2020E 12/2021E
Revenues 5.1 30.7 31.3 29.9 28.3 43.0 51.0 55.0 59.0 63.0
- Change % 2% 505% 2% -5% -5% 52% 19% 8% 7% 7%
EBITDA -6.2 -4.6 -3.5 -5.9 -5.5 -0.2 4.5 6.7 8.2 9.5
- EBITDA margin % -121.8% -15.0% -11.1% -19.9% -19.5% -0.6% 8.8% 12.2% 13.9% 15.1%
D&A 0.3 2.1 2.0 2.0 2.1 3.8 3.5 3.5 3.5 3.5
Non cash losses (gain) 0.1 0.3 0.3 0.3 0.3 2.1 2.5 2.7 2.7 2.7
Operating Income -6.5 -7.0 -5.8 -8.2 -7.9 -6.1 -1.5 0.5 2.0 3.3
- Operating margin % -128.8% -22.8% -18.5% -27.5% -27.9% -14.3% -2.9% 0.9% 3.4% 5.2%
Other income (expense) -0.2 -0.1 -0.4 2.1 0.4 -1.7 0.3 0.0 0.0 0.0
Equity method income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financing income (costs) 0.0 0.0 -0.2 0.3 -0.8 -1.5 -1.0 -0.7 -0.2 0.1
- Net interest rate % 0.2% 0.9% -7.3% 8.1% -34.9% 30.4% 9.7% 8.4% 6.0% 3.1%
Pre-tax -6.7 -7.1 -6.5 -5.8 -8.3 -9.3 -2.2 -0.2 1.8 34
Income tax expense -0.9 -1 -1.0 -0.6 -0.5 0.7 0.0 0.0 0.3 0.9
- Apparent tax rate % 14% 16% 15% 10% 6% -7% 0% 0% 17% 26%
Income before minority -5.8 -6.0 -5.5 -5.2 -7.7 -10.0 -2.2 -0.2 1.5 2.5
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 -5.8 -6.0 -5.5 -5.2 -7.7 -10.0 -2.2 -0.2 1.5 25
Adjustment 0.1 0.3 0.3 0.3 0.3 2.1 2.5 2.7 2.7 2.7
Adjusted net income -5.7 -5.7 -5.2 -4.9 -7.4 -7.9 0.3 2.5 4.2 5.2
- Change % n/s n/s n/s n/s n/s n/s n/s 733% 68% 24%
Nb of shares (millions) 1.797 2.846 3.100 3.551 3.912 8.771 9.907 9.907 9.907 9.907
Nb of shares dil (millions) 1.797 2.846 3.100 3.551 3.912 8.771 10.440 10.440 10.440 10.440
Basic EPS (EUR) -3.21 -2.10 -1.77 -1.46 -1.98 -1.14 -0.22 -0.02 0.15 0.25
Adj. EPS (EUR) -3.17 -2.00 -1.67 -1.37 -1.90 -0.90 0.03 0.24 0.40 0.50
- Change % -23% -37% -16% -18% 38% -53% -103% 733% 68% 24%
Dividend per share (EUR) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Pay-out (%) 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
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Appendix 5: Balance sheet

(EURm) 12/2012 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018E 12/2019E 12/2020E 12/2021E
Non current assets 19.1 17.5 16.3 14.3 13.2 41.0 37.0 323 271 21.9
Intangible asset 17.4 16.1 14.4 12.7 10.9 35.6 30.4 25.0 19.6 14.2
PP&E 1.2 1.0 1.2 1.2 1.2 4.4 5.6 6.3 6.5 6.7
Investment & Other 0.4 0.3 0.6 0.4 1.1 1.0 1.0 1.0 1.0 1.0
Current assets 13.5 10.5 18.5 14.6 12.0 19.5 21.5 26.0 32.7 40.4
Working capital 0.1 1.8 1.0 -0.5 0.6 4.2 6.2 6.8 7.4 8.0
Other assets 3.7 3.0 3.3 3.4 3.5 3.5 3.5 3.5 3.5 3.5
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 9.8 5.7 14.1 11.7 7.9 11.8 11.8 15.7 21.8 28.9
Shareholders' equity 23.7 19.6 19.9 171 11.4 30.5 29.3 29.1 30.6 33.1
Group share 23.7 19.6 19.9 17.1 1.4 30.5 29.3 29.1 30.6 33.1
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 3.5 33 10.7 8.4 4.2 16.3 16.3 16.3 16.3 16.3
Interest bearing liabilities 3.0 2.5 9.2 7.1 3.1 15.0 15.0 15.0 15.0 15.0
Pension Liabilities 0.6 0.8 1.5 1.3 1.1 1.3 1.3 1.3 1.3 1.3
Provision and other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Current liabilities 5.4 5.0 4.1 3.3 9.6 13.7 12.9 12.9 12.9 12.9
Interest bearing liabilities 0.7 0.6 0.7 0.6 4.3 7.1 7.1 7.1 7.1 7.1
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 4.7 4.4 3.5 2.7 5.3 6.6 5.8 5.8 5.8 5.8
Invested Capital 18.7 19.0 16.7 13.3 12.7 44.2 42.2 38.1 335 28.9
Net financial debt -6.2 -2.5 -4.2 -3.9 -0.5 10.3 10.3 6.4 0.3 -6.8
Net debt -5.6 1.7 -2.8 -2.6 0.6 11.6 11.6 7.7 1.6 -5.5
Asset 32.6 27.9 34.8 28.9 25.2 60.5 58.5 58.3 59.8 62.3
Liabilities 32.6 27.9 34.8 28.9 25.2 60.5 58.5 58.3 59.8 62.3
LPE Research - Stock Conviction 14
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Appendix 6: Cash Flow and ratios

(EURm) 12/2012 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018E 12/2019E 12/2020E 12/2021E
EBITDA -6.2 -4.6 -3.5 -5.9 -5.5 -0.2 4.5 6.7 8.2 9.5
Financing costs 0.0 0.0 0.2 -0.3 0.8 1.5 1.0 0.7 0.2 -0.1
Income tax expense -0.9 -1 -1.0 -0.6 -0.5 0.7 0.0 0.0 0.3 0.9
WCR change and other -0.8 1.5 0.7 -2.6 -2.5 -4.9 2.0 0.6 0.6 0.6
Cash-flow from operat. -4.4 -4.9 -3.4 -2.4 -3.3 25 1.5 5.4 71 8.1
CAPEX 0.1 0.6 0.7 0.2 0.2 3.9 2.0 1.5 1.0 1.0
Free Cash-flow -4.5 -5.5 -4.0 -2.6 -3.5 -1.4 -0.5 3.9 6.1 71
Acquisition/Disposal 5.7 -0.4 -0.4 -0.1 0.8 7.5 0.0 0.0 0.0 0.0
Dividend and return 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Equity issuance 5.9 1.6 5.6 3.1 2.0 8.2 0.5 0.0 0.0 0.0
Other & Adjustment -2.5 -0.1 -0.2 -0.9 -1.1 -10.2 0.0 0.0 0.0 0.0
Reduction in net debt -6.8 -3.6 1.7 -0.3 -3.4 -10.8 0.0 3.9 6.1 71

12/2012 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018E 12/2019E 12/2020E 12/2021E

Gross margin 91.2% 47.3% 44.3% 29.3% 29.9% 35.5% 36.7% 36.9% 37.3% 37.3%
EBITA margin -121.8% -15.0% -11.1% -19.9% -19.5% -0.6% 8.8% 12.2% 13.9% 15.1%
Operating margin -128.8% -22.8% -18.5% -27.5% -27.9% -14.3% -2.9% 0.9% 3.4% 5.2%
Net margin -113.5% -19.4% -17.5% -17.4% -27.3% -23.2% -4.3% -0.4% 2.5% 4.0%
ROIC before tax -35% -37% -35% -62% -62% -14% -3.6% 1.3% 6.0% 11.4%
ROIC after tax -30% -31% -29% -55% -58% -15% -3.6% 1.3% 5.0% 8.4%
ROCE before tax -37% -40% -36% -42% -63% -19% -2.9% 1.4% 6.2% 11.9%
ROCE after tax -32% -34% -31% -38% -59% -20% -2.9% 1.4% 5.2% 8.8%
ROE -24% -31% -28% -30% -68% -33% -7.5% -0.7% 4.9% 7.6%
Current Ratio (x) 2.5 2.1 45 4.4 1.3 1.4 1.7 2.0 2.5 3.1
WCR (% of revenues) 1% 6% 3% 2% 2% 10% 12% 12% 13% 13%
Gearing -26% -13% -21% -23% -5% 34% 35% 22% 1% -21%
Net debt/EBITDA (x) n/s n/s n/s n/s n/s n/s 2.3 1.0 0.0 -0.7
Interest coverage (x) n/s n/s n/s n/s n/s n/s -1.5 0.7 10.0 -33.0
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Appendix 7: Valuation multiples

(EUR) 12/2012 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018E 12/2019E 12/2020E 12/2021E
Share price average 243 15.4 14.7 11.5 7.62 5.40 3.80 3.80 3.80 3.80
Market cap. (EURm) 43.7 43.8 45.6 40.8 29.8 47.4 37.6 37.6 37.6 37.6
Entreprise Value (EURm) 38.1 421 42.8 35.9 30.4 59.0 48.3 44.4 38.3 31.2
Book Value per share 13.2 6.87 6.42 4.83 2.91 3.48 2.96 2.94 3.09 3.34
Cash-Flow per share -2.47 -1.72 -1.09 -0.69 -0.85 0.28 0.15 0.55 0.72 0.82
Earning per share -3.17 -2.00 -1.67 -1.37 -1.90 -0.90 0.03 0.24 0.40 0.50
EV/Sales (x) 7.49 1.37 1.37 1.20 1.07 1.37 0.95 0.81 0.65 0.50
EV/IC (x) 2.03 2.22 2.57 2.69 2.39 1.33 1.14 1.16 1.14 1.08
EV/EBITDA (x) n/s n/s n/s n/s n/s -n/s 10.7 6.6 4.7 3.3
P/BV (x) 1.85 2.24 2.29 2.38 2.62 1.55 1.29 1.29 1.23 1.14
P/CF (x) n/s n/s n/s n/s n/s 19.0 25.3 7.0 5.3 4.6
P/E (x) n/s n/s n/s n/s n/s n/s 132 15.9 9.4 7.6
Free Cash-flow Yield (%) -10.4% -12.5% -8.9% -6.4% -11.8% -3.0% -1.4% 10.4% 16.2% 18.9%
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
EV/EBITDA 2019E () P/E 2019E ()
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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 - Analyzing the company’s P&L

7 - Analyzing the company'’s cash-flow

8 - Analyzing 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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www.|peresearch.com
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