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Our opinion: Buy

In principle, in the absence of economic recovery cyclical companies are best avoided. We're
very cautious about the economic environment in Europe and around the world, and
Derichebourg is one of the most cyclical companies on the French stock market. Logically
therefore, we shouldn't have been interested in France's leading scrap metal producer - a
group that has experienced some ups, but many downs. Yet we're adding it to our conviction
buy list.

Behind the group's creation is Daniel Derichebourg, a flamboyant entrepreneur who began
his career in waste collection. In the mid-90s, he took control of France's leading scrap recycler
and, ten years later, bought one of the leading companies in the business services (hospitality,
cleanliness, etc.) and airport sectors. Unfortunately, this latter acquisition sent the group
heavily into debt, and in 2008/2009 the scrap metal market collapsed. Derichebourg recorded
a very heavy loss and, in order to survive, was forced to sell its highly profitable airport services
business in 2013. Above all, the company reviewed its strategy in depth.

Constrained by its balance sheet, Derichebourg was forced to operate with minimal scrap
inventories and working capital. In doing so, the company was much more selective in its
choice of customers (and contracts), as well as suppliers (collection/purchasing). It was able to
optimize its industrial processes and logistics flows, and extract more value by maximizing its
non-ferrous metal volumes. Furthermore, now "rid" of its airport services business, the group
was able to focus on and develop its previously unprofitable business services activities. This
new strategy quickly paid off.

In metals recycling, despite the ongoing difficulties in Europe's economic climate and beyond
the phenomenon of cycles, the group succeeded in gradually improving its intrinsic
profitability. In 2015 and 2016, Derichebourg even managed to improve its operating margin
in a scrap metal market that was in sharp decline. In business services, the group increased its
sales by nearly 40% in the space of 6 years. In 2019, the group suffered a further drop in the
scrap market but once again managed to limit its fall in profits by improving its operating
margin. For 2020, we anticipate further deterioration in scrap prices due to the slowdown in
China as well as volumes in Europe, but the group will benefit from major investments and
acquisitions and should succeed in maintaining its results once more.

The market hasn't yet picked up on this intrinsic improvement in profitability. Derichebourg
now has an average EBITDA margin of around 7% compared to 5.5% previously and the is
cyclical than few years ago. Investors still value the group on EV/IC and P/BV multiples of 1x -
comparable to the lows of the previous cycle - but don't go beyond that. They should be
looking at multiples of EV/EBITDA normative or EV/IC vs. ROIC normative/WACC. They would
see that the group could experience a revaluation of more than 50% while remaining on
historically low cycle multiples. For our part, we believe the group will once again show
resilience in 2020 and by doing so, its share price will rise to 5.5 euros.
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Chapter One A player in a highly cyclical industry

Derichebourg (DBG) is a family business specializing in recycling ferrous
and non-ferrous metals (Environmental Services) and in services to
business (hospitality, cleanliness, interim and recruitment services, etc.).
Although the group is diversified, it is very sensitive to the economic and
industrial cycle. Indeed, its metals recycling activities, which account for
more than half of its revenues and nearly 80% of the group's profits, are
particularly cyclical and volatile, both in terms of volume and price.

First of all, ferrous scrap produced by the group is mainly consumed by
the steel industry, an industry that is itself particularly cyclical. Scrap is
the primary raw material in electric steel production processes (EAF) but
is also consumed as supplementary source of iron in integrated steel
plants (BOF). Consequently, falls in steel production are systematically
followed by very sharp decline in demand for scrap. Conversely,
rebounds in the steel industry are amplified in the scrap industry. In
addition to the cyclicality of volumes, there is also the cyclicality of prices.
Declines in demand generally lead to significant price declines as scrap
market participants are seeking to sell off their stocks quickly.
Nevertheless, price trends remain volatile and complex. Ferrous scrap is
exported globally and, as an alternative raw material for iron ore, is
subject to arbitrage. In trend, however, scrap prices are highly correlated
with iron ore prices.

The group's non-ferrous metal recycling activity (aluminium, copper,
nickel, etc.) is also highly volatile. It depends on cyclical industries
(automotive, construction, etc.) but is also subject to the financial
markets. Non-ferrous metals listed on the LME may experience
significant price fluctuations due to speculation or changes in
macroeconomic expectations.
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Chapter 2

Diversifications, crisis and refocusing

At the origin of the company is the Compagnie Francaise de Ferrailles
("CFF Recycling"), France's leading scrap metal dealer for the steel
industry, of which entrepreneur Daniel Derichebourg succeeded in
taking control in 1996. Ten years later, taking advantage of favorable
conditions, the company acquired and then merged with Penauille
group, a group specializing in business and airport services. For the
entrepreneur, this acquisition was about taking on a new dimension but
above all about reducing the very high cyclicality of his recycling activity
with a company theoretically not very sensitive to the economic cycle.

Unfortunately, this acquisition did not significantly reduce the company's
sensitivity to the cycle, as the group had to incur significant debt and
fixed financial charges in order to complete the acquisition. And then,
very soon after this diversification, the group had to face the crisis of
2008, a collapse of its sales to the steel industry (-58% in 2009) and heavy
losses (-179 million euros in 2009). The scrap market experienced a
certain rebound in 2010 and 2011, but fell back again heavily in 2012 and
2013 as a result of the sovereign debt crisis. Heavily indebted and under
pressure from banks, Derichebourg was then forced to sell its highly
profitable airport services business.

The following years remained complicated from an economic point of
view, but Daniel Derichebourg decided to appoint a deputy director
general, Abderrahmane El Aoufir, to implement a new strategy focused
in particular on profit and cash. Under the new management, the group
quickly returned to profitability and significantly reduced its debt. In
2017, benefiting from a favorable economic climate, Derichebourg
posted a record result. Since then, it has managed to maintain it.

DBG's revenues breakdown DBG's historical revenues (in millions of euros)
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Chapter 3

A strategy of margin and added value vs. volume in recycling

While Derichebourg remains a fundamentally cyclical company, the
group has considerably improved, over the recent years, its intrinsic
profitability and, in so doing, has succeeded in significantly reducing the
volatility of its profits. To achieve this, the company has implemented a
strategy that focuses on margins and added value, rather than volume.

During the crisis of 2008/2009, Derichebourg suffered a violent drop in
its business, but in 2010, while its competitors benefited from a strong
market rebound (+26%), the French company experienced only a very
modest increase in scrap sales volume (+6%). Initially, this weak rebound
was constrained by the group's financing problems. Derichebourg could
no longer finance increases in inventories and working capital
requirements. Nevertheless, in doing so, the company was also able to
optimize its industrial processes, be much more selective in its choice of
customers (and contracts) and suppliers (collection/purchases), and in
the end succeeded in 2011 in posting margins per tonne higher than
before the crisis! In 2013, following the disposal of its airport services
business, the company regained some financial flexibility but continued
its successful low inventory and margin vs. volume policy.

At the same time, the Group worked to maximize the value of its non-
ferrous metal recycling products. Although the volumes of non-ferrous
metals processed by collectors are much lower (often 1in 10) than those
of ferrous scrap, this activity benefits from much higher unit prices and
margins. Derichebourg, which historically already processed a greater
relative volume of non-ferrous metals than its competitors, intensified its
efforts in this area. After the 2008/2009 crisis, the Group actively
recovered volumes so that today Derichebourg has returned to its pre-
crisis volume levels.

DBG's ferrous metal processed and EU-28 DBG's ferrous and non-ferrous metal
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Chapter 4

Growth in business services

In 2013, the sale of the highly profitable airport service business was seen
as a complete failure. In the end, this sale was yet very beneficial to the
group's other service activities, which had long been unprofitable and
non-priority. From 2014, Derichebourg focused on them and implement
a new growth strategy based on investments and targeted acquisitions.

The services to the tertiary sector were the first to benefit from a new
dynamic. These activities, which include cleaning, air conditioning,
heating, electrical engineering works, building maintenance, security,
handling and green spaces, saw their sales increase by more than 50%
between 2013 and 2019. The services to industry, which mainly provides
support to the aeronautical industry and air operations, saw also its
revenues grow by nearly 40% over the same period thanks to the
dynamism of the aeronautical market and the group's investments.
Derichebourg has also been very successful in services to urban areas
(public lighting and urban signage), with sales growth of 57% over the
last four years. In the highly competitive temporary employment market,
the group, positioned in the aeronautical and nuclear sectors,
experienced, conversely, a contraction in activity. In the end, however,
since 2013, the "business services" division has posted average annual
sales growth of 6%, which is well above that of its markets.

It should be noted that Derichebourg has also significantly developed
its recycling services activities (collection and treatment of electronic
equipment waste, vehicles, paper, cardboard, etc.) and services to
communities (household waste management, etc) within its
environment division. Despite some disposals, revenues associated with
these services have increased by nearly 25% over the last 4 years.

DBG's services revenue Business services division revenue & profit
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Chapter 5 Underlying improvement and resilience to the cycle
The Group's strategy of favoring margins and added value over volumes
in metals recycling and growth in business services implemented from
2013 has improved the Group's intrinsic profitability and reduced the
volatility of its results.
In 2013, after the sale of its airport services business, Derichebourg
posted an EBITDA margin of only 3.7%, a lower margin than that
achieved during the 2009 crisis. In the following three years, the scrap
market continued to deteriorate, but the Group managed to improve its
margin by nearly 180 basis points. In 2017 the scrap market rebounded
and the group was then able to post a new profitability record (ROCE
after tax of 9.9%). Since then, despite the economic slowdown linked to
commercial tensions, the contraction of industrial activity in Europe and
the drop in prices and volumes on the scrap market, Derichebourg has
managed to maintain an excellent margin level. This intrinsic
improvement in the Group's margins is visible in the metals recycling
business. The “environmental services” division now reports an EBITDA
between 40 and 50 euros per tonne compared to 20 to 30 euros per
tonne previously. This underlying improvement is also significant in the
growing "Business Services" division, which is now approaching 4%
EBITDA margin compared to 2% to 3% a few years ago.
In addition to operating margins, the Group's resilience to the cycle was
also strengthened by a significant improvement in the balance sheet
structure. In 2013, Derichebourg had net financial debt of EUR 621
million. At September 30, 2019, debt had been reduced to EUR 125
million. Even though EUR 216 million of factoring is deconsolidated, the
Group's annual financial expense has been significantly reduced.

DBG' revenues and margin Ferrous metal recycling activity and margin
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Chapter 6

Potential for further improvement in a difficult environment

To date, we do not anticipate a recession or a major crisis, but in an end-
of-cycle economic environment with weak growth globally, we expect a
further contraction (after 2019) in the European scrap market in terms of
both volumes and prices. Indeed, first of all, in the absence of a real
economic recovery, European steel production is expected to continue
to decline over the year and lead to a further drop in demand for scrap
metal for Derichebourg. The Chinese steel market, which was very
strong last year and is key for prices, is also expected to fall and drive
down iron ore prices and therefore scrap prices.

In such an environment, Derichebourg should once again suffer but, in
spite of everything, be able to maintain its results for its 2020 financial
year and thus be well positioned to benefit from a possible cyclical
rebound after that. First of all, in metals recycling, beyond its margin
strategy, the French group is starting its financial year with very low
inventories in terms of both price and volume. It should therefore be
relatively well protected from market fluctuations. In addition,
Derichebourg will benefit from its major investments in modernization
and growth over the last three years (CAPEX exceeding its normative
level by almost 50%). Its Business Services division is also expected to
continue to improve. Its sales should continue to grow and its operating
income is likely to rebound in the absence of negative exceptional items
(in 2019 it lost EUR 5 million following the disposal of its nuclear services
business). Last but not least, Derichebourg should benefit from a major
acquisition made in metal recycling in Spain: Lysra. The company, which
had sales of EUR 427 million and processes 1 million tonnes of metals, is
not as profitable as Derichebourg but has significant potential for
synergies and improved profitability.
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Chapter 7 A bottom cycle valuation

Although Derichebourg should continue to grow through acquisitions,
the company, which is largely controlled by its family shareholder, is not
particularly speculative in nature. It thus remains a simple cyclical
company and should therefore be valued as such.

Very traditionally, Derichebourg's valuation can first be analyzed
historically by looking at its P/BV or EV/IC multiples in relation to the
cycle. Historically, at the bottom of the cycle, the Group is valued on
multiples close to 1x (2008, 2012, 2016) and approaches 1.5x-2x at the
top of the cycle (2007, 2011, 2017). Today, the group is valued at an EV/IC
2020 of 0.8x and a P/BV 2020 of 1x. At first glance, this is consistent with
the bottom of the cycle that we expect for the current financial year.

While this approach has the merit of being simple and allows us to
situate the company's valuation within the cycle, it has a certain limit
insofar as it does not take profitability into account. To take EBITDA and
ROIC into account, we must first normalize (over 4 years). Then we use
these intrinsic profitability levels to calculate historical valuation
multiples. Looking at this, Derichebourg appears to have a valuation that
is much lower than the previous lows in the cycle. The company is valued
on a normative EV/EBITDA of close to 4x compared with 5x at the last
lows of the cycle and an EV/IC relative to its ROIC/WACC of 1x
compared with 1.5x in 2008, 2012 and 2016. In our opinion, this shows
that investors have not yet taken on board the intrinsic improvement in
the group's profitability. However, if, as we anticipate, Derichebourg
manages to maintain a high level of profit in 2020, the low point of the
cycle, then investors will revise their opinion. Derichebourg could then
take more than 50% and initially reach 5.5 euros, i.e. a normative

EV/EBITDA of 5.5x.
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Appendix 1: The Company and its industry

Business summary

Derichebourg is an environmental services company (collection and recycling of ferrous and
non-ferrous metals, management of industrial and household waste...) and business services
(hospitality, cleanliness, interim and recruitment services, remote monitoring services...).
Derichebourg was founded in 1956 and is headquartered in Paris, France.

Sales by division (09/2019)
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Appendix 2: Shareholders and corporate governance
Shareholders structure Main institutional investors (% free-float)*

Norges Bank Investment Management.  7.9%

[o)
Derichebourg Sycomore Asset Management 4.2%
family; 41%
amty Dimensional Fund Advisors LP 3.3%
BFT Investment Managers 2.6%
The Vanguard Group, Inc. 2.2%
Free-float;
58% Amiral Gestion SA 2.1%
Employees; JPMorgan Asset Management 1.9%
1%
Kairos Partners SGR 1.5%
Board structure Board members
Independent Derichebourg . - . ) .
. 50% family; 50% Daniel Derichebourg (Chairman - non independent)
Boris, Thomas & Ida Derichebourg (non independent)
Bernal Val (independent)
Matthieu Pigasse (Independent)
Frangoise Mahiou (independent)
Catherine Claverie (independent)
CEQ's compensation structure (09/2019) Management team
Fixed Daniel Derichebourg (CEO)
salary;

100%
) Abderrahmane El Aoufir (Deputy CEO)

Boris Derichebourg (President of DBG's services to
businesses)

Thomas Derichebourg (President of DBG's

environmental services)
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Appendix 3: Stock Reputation®

Criterion Points Comments

Share price behavior
- Erratic share price movements 7/10 Although very cyclical, DBG's share price is not subject to many
- Share price deviation from its trend 0/10 erratic movements. On the other hand, the stock can deviate very
Criterion total 7/20 significantly from its trend.

Focus on shareholder value
- Focus of the board 4/7 As the CEO is the main shareholder, the management is clearly
- Focus of the CEO 7/7 focused on long term value creation. On the other hand,
- Investor Relations intensity 2/6 governance offers little counterpower to other shareholders.
Criterion total 13/20 Independent directors have not the majority.

Quality of the shareholders’
- Ownership by 'major’ institutional investors 8/10 More than 25% of the free float is held by large institutional
- Shareholder loyalty 4/10 investors. Nevertheless, significant changes in shareholding are
Criterion total 12/20  regularly observed.

Communication of the equity story
- Business model communication 4/4 DBG gives a lot of information about its business model and
- Strategy communication 2/4 markets. The communication on its strategy, however, lacks
- Capital allocation communication 2/4 detail. The group publishes its dividend policy but is not very
- Results and performance communication 174 clear on its capital allocation strategy. DBG gives a lot of

Communication coherence 34 information in its results publications but should publish
Criterion total 12/20 quarterly results and give real guidance.
riterion tota

Consistency
- Strategy consistency 6/7 DBG has remained very consistent in its strategy for several years
- Guidance and targets achievement 3/7 now. Similarly, the group is improving its reporting without
- Reporting consistency 5/6 changing its content. On the other hand, the group suffers from
Criterion total 14/20 fts lack of guidance.

Total over 100 58/100 Average reputation on the stock market
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Appendix 4: P&L

(EURm) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019 09/2020E 09/2021E 09/2022E
Revenues 26271 25611 23559 21475 27311 2919.7 2705.0 2765.0 2920.0 3260.0
- Change % -25% -3% -8% -9% 27% 7% -7% 2% 6% 12%
EBITDA 97.6 102.5 122.9 117.5 202.9 188.6 186.8 200.0 230.0 280.0
- EBITDA margin % 3.7% 4.0% 5.2% 5.5% 7.4% 6.5% 6.9% 7.2% 7.9% 8.6%
D&A 76.6 71.9 71.7 75.7 80.6 84.1 88.5 105.0 110.0 115.0
Non cash losses (gain) 0.0 -0.1 -0.2 0.0 -0.1 8.2 0.8 0.0 0.0 0.0
Operating Income 21.0 30.7 51.4 41.8 122.4 96.3 97.5 95.0 120.0 165.0
- Operating margin % 1% 1% 2% 2% 4% 3% 4% 3% 4% 5%
Other income (expense) -0.9 -1 1.3 2.5 2.3 -1.2 -0.7 0.0 0.0 0.0
Equity method income 1.3 0.3 -1.0 0.2 0.7 2.1 2.4 2.0 2.0 2.0
Financing income (costs) -35.2 -28.2 -16.9 -17.7 -16.6 -11.7 9.7 -12.0 -17.0 -12.0
- Net interest rate % 5.6% 6.2% 6.6% 7.7% 9.9% 11.4% 8.8% 6.0% 6.4% 5.1%
Pre-tax -13.8 -8.3 34.8 26.8 104.2 85.5 89.5 85.0 105.0 155.0
Income tax expense -2.5 0.4 5.4 8.2 27.6 16.3 30.5 28.0 30.0 45.0
- Apparent tax rate % 18% -5% 16% 31% 26% 19% 34% 33% 29% 29%
Income before minority -11.3 -8.7 29.4 18.6 76.6 69.2 59.0 57.0 75.0 110.0
Discontinued operations -20.7 0.0 -0.2 -5.0 -0.2 3.4 0.0 0.0 0.0 0.0
Minority interest 0.1 -0.3 1.0 0.7 0.4 1.5 3.3 2.0 0.0 0.0
Net income -32.1 -8.4 28.2 12.9 76.0 711 55.7 55.0 75.0 110.0
Adjustment 0.0 -0.1 -0.2 0.0 -0.1 8.2 0.8 0.0 0.0 0.0
Adjusted net income -32.1 -8.5 28.0 12.9 75.9 79.3 56.5 55.0 75.0 110.0
- Change % -168% -74% n/s -54% 488% 4% -29% -3% 36% 47%
Nb of shares (millions) 164.935 164909 155.658 156.273 157.930 163.879 160.518 160.518 160.518 160.518
Nb of shares dil (millions) 168.519  168.493  159.242 159.856 163.878 163.879  159.397 159.397 159.397 159.397
Basic EPS (EUR) -0.19 -0.05 0.18 0.08 0.48 0.43 0.35 0.34 0.47 0.69
Adj. EPS (EUR) -0.19 -0.05 0.18 0.08 0.46 0.48 0.35 0.35 0.47 0.69
- Change % -168% -74% n/s -54% 474% 4% -27% -3% 36% 47%
Dividend per share (EUR) 0.06 0.00 0.05 0.02 0.14 0.14 0.11 0.11 0.15 0.20
Pay-out (%) -31% 0% 28% 24% 29% 32% 32% 32% 32% 29%
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Appendix 5: Balance sheet

(EURm) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019 09/2020E 09/2021E 09/2022E
Non-current assets 7245 710.6 7131 738.5 734.3 754.6 828.5 983.5 1003.5 1038.5
Intangible asset 211.2 211.3 218.3 229.9 224.0 2241 235.7 235.7 235.7 235.7
PP&E 4411 439.9 424.2 436.1 451.5 480.9 539.2 694.2 714.2 749.2
Investment & Other 72.2 59.4 70.6 72.5 58.8 49.6 53.6 53.6 53.6 53.6
Current assets 814.2 259.8 255.3 245.5 364.8 377.0 471.7 354.2 389.6 438.7
Working capital 182.3 120.4 114.4 92.8 95.1 82.1 94.8 129.8 137.6 154.6
Other assets 94.1 102.4 97.2 107.9 123.1 107.9 86.5 86.5 86.5 86.5
Assets held for sale 503.1 0.0 0.0 2.9 0.0 41.4 5.8 5.8 5.8 5.8
Cash & cash equivalents 34.7 37.0 437 41.9 146.6 145.6 284.6 132.1 159.8 191.9
Shareholders' equity 3554 337.5 348.2 347.6 462.6 511.7 526.0 563.5 620.9 707.0
Group share 354.7 336.9 342.7 343.8 459.7 507.9 523.1 560.6 618.0 704.1
Non-controlling interest 0.7 0.6 5.5 3.8 2.9 3.8 2.9 2.9 2.9 2.9
Non-current liabilities 126.8 276.9 254.3 231.7 244.3 243.4 418.4 418.4 418.4 418.4
Interest bearing liabilities 61.5 202.2 172.3 143.5 153.9 156.2 324.8 324.8 324.8 324.8
Pension Liabilities 31.8 35.4 33.6 45.5 43.2 42.6 49.6 49.6 49.6 49.6
Provision and other 33.5 39.3 48.4 42.7 47.2 44.6 44.0 44.0 44.0 44.0
Current liabilities 1056.5 356.0 365.8 404.5 392.3 376.6 355.9 355.8 353.8 351.8
Interest bearing liabilities 594.0 118.2 103.3 123.5 103.6 84.5 84.8 84.8 84.8 84.8
Liabilities held for sale 224.4 6.2 6.2 8.0 6.2 27.9 5.4 5.4 5.4 5.4
Other 238.1 231.6 256.3 273.0 282.5 264.2 265.7 265.6 263.6 261.6
Invested Capital 834.6 771.6 756.9 758.8 770.6 787.1 869.7 1059.7 1087.5 1139.5
Net financial debt 620.8 283.4 231.9 2251 110.9 95.1 125.0 277.5 249.8 217.7
Net debt 652.6 318.8 265.5 270.6 154.1 137.7 174.6 327.1 299.4 267.3
Asset 1538.7 970.4 968.4 984.0 1099.1 1131.6 1300.2 1337.7 1393.1 1477.2
Liabilities 1538.7 970.4 968.3 983.8 1099.2 1131.7 1300.3 1337.7 1393.1 1477.2
| PE Research - Stock Conviction 14
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Appendix 6: Cash Flow and ratios

(EURm) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019 09/2020E 09/2021E 09/2022E
EBITDA 97.6 102.5 122.9 117.5 202.9 188.6 186.8 200.0 230.0 280.0
Financing costs 35.2 28.2 16.9 17.7 16.6 11.7 9.7 12.0 17.0 12.0
Income tax expense -2.5 0.4 5.4 8.2 27.6 16.3 30.5 28.0 30.0 45.0
WCR change and other -2.8 -46.0 -28.3 -21.8 -6.9 1.1 -10.5 5.0 7.8 17.0
Cash-flow from operat. 67.7 119.9 128.9 113.4 165.6 159.5 1571 155.0 175.3 206.0
CAPEX 61.0 63.0 64.0 71.0 107.0 123.0 145.0 140.0 130.0 150.0
Free Cash-flow 6.7 56.9 64.9 424 58.6 36.5 12.1 15.0 45.3 56.0
Acquisition/Disposal -3.4 -295.6 -1 13.4 -9.8 -1.2 21.7 150.0 0.0 0.0
Dividend and return 2.0 10.0 25.6 9.3 4.1 23.5 40.0 17.5 17.5 23.9
Equity issuance 0.0 0.2 0.1 2.0 44.6 0.0 0.0 0.0 0.0 0.0
Other & Adjustment 13.5 -5.3 1.0 -14.9 5.3 1.6 19.7 0.0 0.0 0.0
Reduction in net debt 21.6 3374 51.5 6.8 114.2 15.8 -29.9 -152.5 27.7 321

09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019 09/2020E 09/2021E 09/2022E

Gross margin (%) 43.8% 45.4% 49.6% 58.1% 53.0% 50.9% 55.4% 57.5% 57.5% 54.8%
EBITA margin (%) 3.7% 4.0% 5.2% 5.5% 7.4% 6.5% 6.9% 7.2% 7.9% 8.6%
Operating margin (%) 0.8% 1.2% 2.2% 1.9% 4.5% 3.3% 3.6% 3.4% 4.1% 5.1%
Net margin (%) -1.2% -0.3% 1.2% 0.6% 2.8% 2.7% 2.1% 2.0% 2.6% 3.4%
ROCE before tax (%) 2.5% 4.0% 6.8% 5.5% 15.9% 12.2% 11.2% 9.0% 11.0% 14.5%
ROCE after tax (%) 2.1% 4.2% 5.7% 3.8% 11.7% 9.9% 7.4% 6.0% 7.9% 10.3%
ROIC (%) 1.8% 3.4% 7.5% 5.4% 15.5% 13.0% 10.0% 7.7% 10.0% 12.8%
ROE (%) -9.0% -2.5% 8.1% 3.7% 16.4% 13.9% 10.6% 9.8% 12.1% 15.6%
Current Ratio (x) 0.8 0.7 0.7 0.6 0.9 1.0 1.3 1.0 1.1 1.2
WCR (% of revenues) 7% 5% 5% 4% 3% 3% 4% 5% 5% 5%
Gearing (%) 175% 84% 67% 65% 24% 19% 24% 49% 40% 31%
Net debt/EBITDA (x) 6.4 2.8 1.9 1.9 0.5 0.5 0.7 1.4 1.1 0.8
Interest coverage (x) 0.6 1.1 3.0 2.4 7.4 8.2 10.1 7.9 7.1 13.8
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Appendix 7: Valuation multiples

(EUR) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019 09/2020E 09/2021E 09/2022E
Share price average 2.82 2.44 2.76 2.68 5.28 7.02 3.67 3.33 3.33 3.33
Market cap. (EURm) 465 402 430 419 834 1150 589 535 535 535
Entreprise Value (EURm) 830 718 691 683 981 1261 748 848 820 788
Book Value per share 2.15 2.04 2.20 2.20 2.91 3.10 3.26 3.49 3.85 4.39
Cash-Flow per share 0.41 0.73 0.83 0.73 1.05 0.97 0.98 0.97 1.09 1.28
Earnings per share -0.19 -0.05 0.18 0.08 0.46 0.48 0.35 0.35 0.47 0.69
EV/Sales (x) 0.32 0.28 0.30 0.32 0.36 0.43 0.28 0.31 0.28 0.24
EV/IC (x) 0.99 0.93 0.92 0.90 1.28 1.61 0.86 0.80 0.76 0.69
EV/EBITDA (x) 8.5 7.0 5.7 5.8 4.8 6.7 4.0 4.3 3.6 2.8
P/BV (x) 1.3 1.2 1.3 1.2 1.8 2.3 1.1 1.0 0.9 0.8
P/CF (x) 6.9 3.4 3.3 3.7 5.0 7.2 3.7 3.5 3.1 2.6
P/E (x) -14.8 -48.4 15.7 33.2 11.4 14.5 10.4 9.7 7.1 4.8
Free Cash-flow Yield (%) 1.4% 14.1% 15.1% 10.1% 7.0% 3.2% 2.1% 2.8% 8.5% 10.5%
Dividend Yield (%) 2.1% 0.0% 1.8% 0.7% 2.7% 2.0% 3.0% 3.3% 4.5% 6.0%
EV/EBITDA 2020E (x) P/E 2020E (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 - 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.lpereserach.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 opinions 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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