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Our opinion: Buy

Figeac Aero (FGA) is an aerospace subcontractor specialized in the manufacture of structural
parts and components, and one of the most notable French industrial success stories of recent
years. The company owes its achievements to its manager and largest shareholder, Jean-
Claude Maillard. The entrepreneur - a mechanical engineer - founded the company in 1989
and, from the outset, focused on a bold strategy of investment and growth based on new
technologies. FGA was the first subcontractor to invest in high-speed machining units but
above all, due to its investments, it quickly became the industry cost leader. The company
multiplied its contracts with Airbus and Safran to become market leader in Europe. At the time
of its IPO at the end of 2013, FGA had seduced the market. Unfortunately since then, the
company and its manager have greatly disappointed investors.

Jean-Claude Maillard is a great entrepreneur; a passionate and enthusiastic man from the
south of France. In his enthusiasm however, he set himself growth targets that were too
ambitious or at the least too expensive. Growth is often synonymous with the consumption of
cash. This is particularly the case in the manufacture of components for the aerospace industry.
Over the course of 8 years, FGA increased its sales fivefold but burned through almost EUR350
million of cash and completed numerous capital increases. In 2017, the company adjusted its
strategy and focused on cash flow generation. Unfortunately, Jean-Claude Maillard had to
reconsider his growth and profit objectives; a revision the market has not yet forgiven him for.

Yet we believe this situation could change quite quickly.

First of all, FGA should achieve its objective of a return to positive free cash flow for the 2019
financial year. The realization of this objective should be all the more remarkable given the
likelihood the company has of posting significant sales growth over the year (estimated at
+16%). For the 2020 financial year, the positive free cash flow objective should remain a
priority, but the group should also benefit once more from an acceleration in sales growth
(estimated at +19%), linked in particular to the increase in production rates for Airbus’s A350
and Safran's Leap engine. More importantly, however, FGA should be able to post a very
strong improvement in its margins and EBITDA. Indeed, beyond the leverage effect that sales
growth will generate on profits, the company will fully benefit from its cost reduction plan that
was secretly implemented in 2018. Over the last 12 months, despite still very strong growth,
FGA has reduced its workforce in France by nearly 8%! Beyond 2020, growth is expected to
slow again, but the company should be able to benefit from new growth drivers. FGA is
establishing itself in Saudi Arabia and China, but above all should experience strong growth
in North America: the group has just begun serving Boeing from its Mexican site!

Ultimately, FGA's relatively poor Stock Reputation® represents a very good buying
opportunity. In fact, we believe the company will bring positive surprise and that little by little
investors will regain confidence in the group and its management. FGA trades on multiples
that are globally comparable to those of its competitors but has much higher growth and
margins. Without being aggressive and on its fundamentals alone, the company could easily
be valued on a 12-month EV/EBITDA multiple of 8x. This would bring the share price to
EUR17.5 per share and represent a potential increase of 45%.
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Chapter One An industrial and commercial success story...

Figeac Aero (FGA) is a manufacturer of parts and structures in aluminium
and titanium for the aeronautic industry. Above all, the company is one
of the most successful French industrial and commercial companies in
recent years. Over the last 10 years, the aeronautical subcontractor has
increased its sales fivefold, taken the European leadership in its specialty
and become one of the leading suppliers to Airbus and Safran.

To achieve this, its founder and CEO, Jean-Claude Maillard,
implemented an extremely aggressive growth strategy. At the
beginning of the decade, at the end of the financial crisis and while its
competitors (Mecachrome and Asco) were very cautious, the
entrepreneur decided to invest massively in new automated, ultra-fast
and extremely competitive machining units. It increased its capital
expenditure to nearly 25% of its revenue (compared with 10% in
normative terms) and started up three new plants in low-cost areas
(Tunisia, Morocco and Mexico). At the same time, with its new
production cost advantage, FGA launched a major sales offensive,
drastically reduced its selling prices and offered to carry large part of its
customers' material to ensure that it gained market share.

FGA's bet paid off. The company won the major tenders for Airbus and
Safran's flagship programs, namely the A350 and Leap programs, and
saw its sales skyrocket. The company's EBITDA also followed the trend
and has increased eightfold in eight years. While prices reduction led to
a significant decrease in gross margin (Between 2011 and 2018, the
company's gross margin fell by nearly 500 points), personnel costs fell
even more proportionately. Over the same period, despite a very strong
increase in the number of employees, personnel expenses declined from
37.7% of sales to 25.4% of sales.
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Chapter 2

..burning cash

Growth is often synonymous with cash consumption. This is particularly
the case in the manufacture of parts and structures for the aeronautics
industry, where a dollar of turnover requires approximately the same
amount of investment. Unfortunately, FGA and its founder, intoxicated
by their commercial success and investment projects, forgot this and
that it is not enough to grow and make profits, but that it is also
necessary to generate cash.

Sparing no growth expenses, FGA made more than EUR 370m of
investments between 2011 and 2018. At the same time, the company's
inventories skyrocketed, as did its working capital requirement, due to
the growth of the activity but also to the commercial strategy of carrying
customers’ material. Inventories, which amounted to 159 days of
revenues in 2010, rose to 269 days of sales in the 03/2017 financial year.
The group's operating working capital requirement multiplied by 10x
over the same period and increased from 39% to 77% of revenue. As a
result, despite excellent margins and a strong increase in EBITDA,
Figeac Aero burned nearly EUR350 million in cash over 8 years and was
forced to multiplied share issues. After a first fundraising at its IPO at the
end of 2013, the company made two new capital increases (2015 and
2016) and then issued a convertible bond (2017).

However, this only partially contained its debt. FGA's net financial debt,
which was only EUR24 million and represented 2.9x EBITDA in 2010,
raised continuously and exceeded EUR280 million at 30/09/2018, i.e. 4.1x
its EBITDA. This slippage quickly and rightly worried investors, especially
since it gradually became apparent that the company would not achieve
its turnover and profit targets. ..

FGA cumulative negative free cash flow FGA's net financial debt and share issues
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Chapter 3

FGA's turnover targets over time
(in millions of euros)

The painful but necessary strategic shift

At the beginning of 2016, Jean-Claude Maillard began to become
conscious of the problem posed by the accumulation of negative free
cash flow. He became all the more aware of this because in that year he
was forced to make a new capital increase and dilute his shareholding
(even if he still retains more than 75% of the capital to this day). In that
year, FGA began to implement a first series of initiatives to improve its
working capital requirements (outsourcing of raw material inventory
management, industrial internalization, etc.) and set itself the right
objective of generating positive free cash flow by 2019.

In 2017, FGA intensified its initiatives with the objective of gaining 60
days of working capital. Unfortunately, it quickly became apparent that
this would not be enough to reverse the trend: during the financial year
the company again burned more than EUR100 million in cash. FGA then
understood that in order to generate positive cash flow, it would have to
fundamentally review its strategy and in particular slow down its growth
very significantly. This is what the company did, but it took a long time
to accept it and even longer to announce it to the market.

It was not until mid-2018 that FGA officially announced its lower growth
targets. The company, which previously had a revenue target of over
EUR650 million and an EBITDA target of at least EUR150 million for 2020,
pushed its targets to 2023. For the year 2020, FGA announced that it
would now only make EUR520 million sales and no longer give an
EBITDA target. In fact, as a result of the slowdown in sales and a much
lower coverage of fixed costs, the Group's EBITDA margin was
deteriorating. FGA, which had an EBITDA margin of 22% in 2016,
reported a margin of only 18.2% for its 2018 financial year.
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Chapter 4

Achieving positive free cash flow this year

If the change in priority, the slowdown in growth and the decline in
margins were painful for the company and even more so for investors
(the share price lost almost half its value within 18 months), ultimately
FGA should succeed in reaching its positive free cash flow target.

Despite sales which, despite the new strategy, continue to grow at a high
rate (we expect sales to increase by nearly 16% in fiscal year 03/2019),
FGA should succeed in reducing its working capital requirement in
absolute terms. In the first half of the 03/2019 financial year, the group's
sales increased by 18.3% but operating working capital fell by EUR?
million. Expressed in days of revenue, this same WCR decreased by 18
days. The second half of the year should confirm this trend. Despite the
continued increase in parts production rates for the A350 and Leap
engine, working capital requirements are expected to fall sharply once
again. Over the full year, we expect this decrease to generate more than
EUR20 million. The company's operating cash flow, which had already
improved significantly in the previous financial year, should thus be able
to approach 80 million euros and also cover CAPEX (estimated at 70
million euros).

Beyond the 2019 financial year, and even if the company has not officially
communicated anything on this subject, the objective of generating
positive free cash flow should remain a priority. First of all, as a
shareholder, Jean-Claude Maillard will do everything possible to avoid
share issues that would dilute him (especially at the current price level)
but above all FGA is now well focused on free cash flow and still has the
potential to improve its working capital. That being said, growth also
remaining a priority, we should not expect the group's debt to fall
sharply either: free cash flow should remain positive but not soar.

FGA's working capital FGA's free cash flow (in millions of euros)
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Chapter 5

Cost reduction plan and profit growth acceleration next year

As we have seen, the objective of generating positive free cash flow was
achieved first and foremost through a less aggressive commercial
approach and a deliberate slowdown in growth. But, more secretly and
less explicitly, this strategic move was also accompanied by a major cost-
cutting plan. Seeing that the slowdown in sales growth would weigh on
its EBITDA margin, the company decided in 2017 to reduce its fixed
costs. To do this, for the first time, FGA undertook to cut its workforce in
France and, at the same time, to accelerate hiring in its “low cost”
international subsidiaries in order to keep its growth potential.

Thus, over the year 2018, despite continued strong sales growth, the
company's workforce in France fell by nearly 8%. The company, which
had 1917 employees, only had 1769 left at the end of the year. The
group's international subsidiaries (Morocco, Tunisia, Mexico)
compensated for this decline over the period but, given the differences
in unit wages, this transfer is expected to be very profitable. The positive
financial impact of this reduction should start to be felt in the second half
of the year but should be spectacular next year.

Indeed, next year, the workforce should remain under control while sales
growth will accelerate again with the ramp-up phase of the A350 and
Leap programs. FGA is expected to post revenue growth of around 15%
this year but aims to increase sales by nearly 20% next year. Sales per
employee could thus increase by more than 14% and personnel costs
could fall to less than 20% of turnover. The group's EBITDA margin,
which has been declining for 3 years, should thus be able to rise
dramatically again! Based on conservative assumptions, we expect the
Group's EBITDA to increase by more than 35% over the year.

Number of employees FGA's personnel cost and EBITDA margin
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Chapter 6

Boeing: the powerful future growth driver beyond 2020

After 2020, FGA growth is expected to slow again due in particular to
the maturity of the A350 and Leap programs. The company could take
advantage of this opportunity to improve its free cash flow and reduce
its debt, but Jean-Claude Maillard remains an ambitious entrepreneur
and FGA is expected to continue to invest massively in its development.

Indeed, by 2023, the company has set itself the objective of achieving a
turnover of 650 million euros. This target corresponds to an average
annual growth rate of just under 8% between 2020 and 2023. This is an
ambitious objective, but it is one that we believe can be achieved.

To achieve this objective, FGA is counting on its internationalization (the
company plans to set up operations in Saudi Arabia and China) but
above all on its breakthrough with Boeing. Indeed, its growth potential
with the US manufacturer is considerable. Today, FGA makes barely one-
tenth of its Airbus’s sales with Boeing, while the US manufacturer
produces as many aircraft as Airbus.

To serve the world's second largest aircraft manufacturer, FGA first
opened in Mexico in 2015 and then, as it had done in Europe, broke
prices to ensure that its new plant was filled. In early 2017, FGA signed
the largest contract in its history (EUR60 million) with Spirit AeroSystems,
Boeing's leading subcontractor, and in early 2018, signed directly with
Boeing. The company inaugurated its new ultra-competitive Mexican
plant and began to see its sales take off. In the first half of 03/2019,
Figeac's sales to Boeing increased by nearly 50%. This is only the
beginning and within the next 5 years, FGA sales to Boeing should more
than double as a proportion of total revenue (10% versus 5% currently).

FGA's position with Airbus and Boeing FGA's sales estimated growth with Boeing
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Chapter 7

Positive news flow and 40% of under valuation

The repeated capital increases and the downward revision of the growth
targets announced in 2018 have had a negative impact on investor
confidence in the company and its management. While the company
maintains a relatively good reputation with investors (see our Stock
Reputation® measure in Appendix 3), it has a very poor rating on the
consistency criterion, which has deteriorated. This deterioration is
reflected, not surprisingly, in valuation multiples.

Despite sales growth that is significantly higher than its market, Figeac
Aero is now trading with valuation multiples that are generally close to
those of its competitors. Aeronautical subcontractors Magellan
Aerospace and Latécoere, which are expected to post very weak
revenue growth in the next 3 years, are valued respectively 6.2x and 6.7x
their 2019 EBITDA. LISI, which should do better with a 5% annual sales
growth rate (CAGR), is traded with an EV/EBITDA 2019 multiple of 7.1x.
Figeac Aero which is expected to grow at least twice as fast its
competitor, is valued only at 6.2x its EBITDA at 12 months.

This bad Stock Reputation® which weighs on the stock is nevertheless
starting to improve. The company's confirmation that it will achieve its
objective of positive free cash flow has enabled it to regain a few points.
The annual figures and the further acceleration in sales growth expected
in 2019 should encourage investors to look again at the stock. The
discovery of the Group's secret cost reduction plan through the recovery
of EBITDA margins should enable the company to regain a level of
valuation in line with these fundamentals. On the basis of a 12-month
EV/EBITDA of 8x and a P/E close to 16x over the period, Figeac Aero's
share price should rise fairly easily to 17.5 euros.

Valuation ratios at 12.0 EUR/share* DCF valuation summary (EUR/share)*

03/2019E  03/2020E 03/2021E 03/2022E Beta 1.0 1.1 1.2 1.3 1.4 1.5

EV/Sales (x)

EV/IC (x)

EV/EBITDA (x)

P/BV (x)

P/CF (x)

P/E (x)

Free Cash-flow Yield (%)
Dividend Yield (%)

1.46 1.21 1.07 0.01 WACC 7.5% 7.9% 84% 89% 9.4% 9.9%
1.06 1.00 0.94 0.87

8.6 6.2 53 4.4 G 1.0% 204 181 162 144 129 115
1.83 1.57 1.78 1.45 G.1.5% 221 195 173 154 137 123
5.0 5.6 4.9 4.3 G2.0% 240 211 186 165 147 131
21.2 10.8 9.7 8.0 G2.5% 264 230 202 17.8 157 140
1.7% 2.2% 6.0% 10.1% G3.0% 293 253 220 193 170 150
0.0% 0.0% 0.0% 0.0% G3.5% 329 281 242 211 184 162

*Based on LPE Research estimates G: Infinite growth rate
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Appendix 1: The Company and its industry

Business summary

Figeac Aero is specialized in the production of structural components in light alloys and hard
metal, engine parts, landing gear and sub-assemblies intended for use in the aeronautic
industry. Figeac Aero was founded in 1989 and is headquartered in Figeac, France.

Sales by division (03/2018) Sales by region (03/2018)
On-site
Precision assembly; General & Industrial
Machining 3% engineering; 2% Internatio
& Surface nal: 24%

treatment;
7%

France;
Aerostructure; 76%
88%

Industry and sector:
Aicraft part manufacturing

Some listed competitors:
Magellan Aerospace (CAN), LISI (FRA), Latécoere (FRA), Spirit Aerosystem (USA)
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Appendix 2: Shareholders and corporate governance

Shareholders structure

Free-float;
24%

Treasury
stocks; 1%

Maillard
family;
75%

Main institutional investors (% free-float)*

Sycomore Asset management 9.2%
Renta 4 Gestora SGIIC S.A. 3.3%
Portzamparc Gestion 3.0%
Aviva Investors France. 2.7%
Axa Investment Managers Paris 2.3%
Bank Nagelmackers NV 2.0%
CM-CIC Asset Management 1.4%
Richelieu Gestion 1.2%

Board structure

Independent; 25%

Maillard
family;
75%

Board members

Jean-Clande Maillard (Chairman - non independent)
Remi Maillard (non independent)
Simon Maillard (non independent)

Marie-Line Malaterre (independent)

CEQ's compensation structure (03/2018)

Fixed
salary;
100%

|LPE Research - Stock Conviction
Figeac Aero — April 9, 2019

Management team

Jean-Clande Maillard (CEQO)
Joel Malleviale (CFO)
Thomas Girard (Chief commercial & marketing officer)

Didier Roux (COQ)
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Appendix 3: Stock Reputation®

Criterion Points Comments

Share price behavior
- Erratic share price movements 5/10 On average, the FGA share experiences an erratic movement
- Share price deviation from its trend 7/10 once a month, which is very reasonable. Similarly, its share price
Criterion total 12/20 does not significantly deviate 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 value creation and shows this by being quite active
- Investor Relations intensity 4/6 in IR. On the other hand, governance offers little counterpower
Criterion total 15/20 t© other shareholders. Only one director is independent.

Quality of the shareholders’
- Ownership by ‘'major’ institutional investors 6/10 Nearly 20% of the free float is held by large institutional
- Shareholder loyalty 5/10 investors and, despite the decline in the share price, they have
Criterion total 11/20 been relatively loyal as shareholders.

Communication of the equity story
- Business model communication 3/4 The communication of the equity story is generally correct. Its
- Strategy communication 3/4 business model is well explained as well as its strategy. The
- Capital allocation communication 2/4 company does not formally communicate on its capital allocation
- Results and performance communication 2/4 but indirectly does so through its free cash flow objectives. More

Communication coherence 24 information could be provided when publishing its results, but
Criterion total 12/20 there is enough information to build a robust model.
riterion tota

Consistency
- Strategy consistency 3/7 The change in strategy, the revision of objectives and changes in
- Guidance and targets achievemnent 1/7 accounting standards (and the regular restatement) had a very
- Reporting consistency 1/6 negative impact. FGA lacked consistency and this clearly
Criterion total 5/20 affected its reputation with investors.

Total over 100 55/100 Average reputation on the stock market
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Appendix 4: P&L

(EURm) 03/2013 03/2014 03/2015 03/2016 03/2017 03/2018 03/2019E 03/2020E 03/2021E 03/2022E
Revenues 1371 162.3 203.9 252.3 324.7 372.0 430.0 510.0 560.0 610.0
- Change % 25% 18% 26% 24% 29% 15% 16% 19% 10% 9%
EBITDA 321 35.2 44.4 55.5 63.3 67.8 73.0 100.5 113.0 125.5
- EBITDA margin % 23.4% 21.7% 21.8% 22.0% 19.5% 18.2% 17.0% 19.7% 20.2% 20.6%
D&A 10.2 13.2 17.2 18.9 211 31.0 35.0 40.0 45.0 50.0
Non cash losses (gain) 0.8 0.7 0.0 0.0 -10.3 2.7 0.0 0.0 0.0 0.0
Operating Income 211 21.4 27.3 36.6 52.5 34.0 38.0 60.5 68.0 75.5
- Operating margin % 15% 13% 13% 15% 16% 9% 9% 12% 12% 12%
Other income (expense) -1.0 3.9 -60.8 16.7 -8.2 10.6 -3.0 -1.0 -1.0 2,0
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) 2.9 -3.1 2.2 -3.0 -4.2 -6.2 -10.0 -11.0 -11.0 -10.0
- Net interest rate % 3.6% 3.4% 2.1% 2.9% 2.8% 2.6% 3.7% 4.2% 4.5% 4.6%
Pre-tax 17.2 22.2 -35.7 50.3 40.1 38.4 25.0 48.5 56.0 67.5
Income tax expense 5.2 6.2 -13.8 17.0 7.6 8.1 7.0 13.0 16.5 19.5
- Apparent tax rate % 30% 28% 39% 34% 19% 21% 28% 27% 29% 29%
Income before minority 12.0 16.0 -21.9 333 32.5 30.2 18.0 35.5 39.5 48.0
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 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income 12.0 15.9 -21.9 333 325 30.3 18.0 35.5 39.5 48.0
Adjustment 0.8 0.7 0.0 0.0 -10.3 2.7 0.0 0.0 0.0 0.0
Adjusted netincome 12.8 16.5 -21.9 33.3 22.2 33.0 18.0 35.5 39.5 48.0
- Change % 14% 29% n/s n/s -33% 48% -45% 97% 11% 22%
Nb of shares (millions) 25.000 26.626 27.736 31.746 31.785 31.809 31.809 31.809 31.809 31.809
Nb of shares dil (millions) 25.000 26.626 27.736 31.746 31.775 31.730 31.730 31.809 31.809 31.809
Basic EPS (EUR) 0.48 0.60 -0.79 1.05 1.02 0.95 0.57 1.12 1.24 1.51
Adj. EPS (EUR) 0.51 0.62 -0.79 1.05 0.70 1.04 0.57 1.12 1.24 1.51
- Change % 14% 21% n/s n/s -33% 49% -45% 97% 11% 22%
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) 03/2013 03/2014 03/2015 03/2016 03/2017 03/2018 03/2019E 03/2020E 03/2021E 03/2022E
Non-current assets 71.0 86.4 137.2 158.3 242.2 312.6 347.6 367.6 377.6 377.6
Intangible asset 8.4 12.5 22.0 36.6 55.1 86.0 97.5 104.1 107.4 107.4
PP&E 54.5 66.0 87.1 115.6 184.4 204.5 228.0 241.4 248.1 248.1
Investment & Other 8.1 7.9 28.1 6.1 2.7 22.0 22.0 22.0 22.0 22.0
Current assets 103.5 147.8 196.3 307.8 307.4 435.7 415.2 423.2 430.7 438.2
Working capital 95.7 119.9 157.5 190.7 247.8 287.0 266.5 274.5 282.0 289.5
Other assets 5.9 8.9 8.5 15.3 29.1 40.8 40.8 40.8 40.8 40.8
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 1.9 19.0 30.3 101.8 30.5 107.9 107.9 107.9 107.9 107.9
Shareholders' equity 38.7 68.8 61.2 184.0 211.3 259.1 208.4 243.9 214.7 262.7
Group share 38.5 68.7 60.9 183.7 2111 259.1 208.4 243.9 214.7 262.7
Non-controlling interest 0.2 0.1 0.3 0.3 0.2 0.0 0.0 0.0 0.0 0.0
Non-current liabilities 90.0 107.7 201.9 194.6 211.7 317.5 316.9 308.4 285.4 246.9
Interest bearing liabilities 61.9 79.0 98.4 134.5 145.2 251.5 250.9 242.4 219.4 180.9
Pension Liabilities 1.0 1.2 2.1 2.1 3.1 1.9 1.9 1.9 1.9 1.9
Provision and other 271 27.5 101.4 58.0 63.4 64.2 64.2 64.2 64.2 64.2
Current liabilities 46.0 57.8 70.4 87.6 126.7 171.7 237.5 238.5 308.2 306.2
Interest bearing liabilities 28.4 32.8 45.7 64.0 93.3 123.5 123.5 123.5 123.5 123.5
Liabilities held for sale 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 17.6 25.0 24.7 23.6 334 48.2 113.9 114.9 184.6 182.6
Invested Capital 158.6 198.4 266.6 342.9 487.3 577.5 592.0 620.0 637.5 645.0
Net financial debt 88.4 92.8 113.8 96.7 208.0 267.1 266.5 258.0 235.0 196.5
Net debt 89.4 94.0 115.9 98.8 2111 268.9 268.3 259.8 236.8 198.3
Asset 174.5 234.2 3335 466.1 549.6 748.3 762.8 790.8 808.3 815.8
Liabilities 174.7 234.3 3335 466.2 549.7 748.3 762.8 790.8 808.3 815.8
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Appendix 6: Cash Flow and ratios

(EURm) 03/2013 03/2014 03/2015 03/2016 03/2017 03/2018 03/2019E 03/2020E 03/2021E 03/2022E
EBITDA 321 35.2 44.4 55.5 63.3 67.8 73.0 100.5 113.0 125.5
Financing costs 2.9 3.1 2.2 3.0 4.2 6.2 10.0 11.0 11.0 10.0
Income tax expense 5.2 6.2 -13.8 17.0 7.6 8.1 7.0 13.0 16.5 19.5
WCR change and other 21.3 14.7 56.5 37.4 64.6 22.3 -20.5 8.0 7.5 7.5
Cash-flow from operat. 2.7 11.2 -0.5 -1.9 -13.1 311 76.5 68.5 78.0 88.5
CAPEX 23.9 36.3 45.2 59.3 87.2 75.1 70.0 60.0 55.0 50.0
Free Cash-flow -21.2 -25.1 -45.7 -61.2 -100.3 -44.1 6.5 8.5 23.0 38.5
Acquisition/Disposal -2.6 -6.2 -6.8 -6.4 -11.2 -5.9 -2.0 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 0.0 14.4 20.8 85.1 0.1 0.0 0.0 0.0 0.0 0.0
Other & Adjustment 0.0 0.1 -2.9 -13.2 -22.3 -20.9 -7.9 0.0 0.0 0.0
Reduction in net debt -18.6 -4.4 -21.0 171 -111.3 -59.1 0.6 8.5 23.0 38.5

03/2013 03/2014 03/2015 03/2016 03/2017 03/2018 03/2019E 03/2020E 03/2021E 03/2022E

Gross margin (%) 56.9% 52.8% 52.9% 50.6% 49.5% 51.9% 48.1% 47.0% 46.0% 45.2%
EBITA margin (%) 23.4% 21.7% 21.8% 22.0% 19.5% 18.2% 17.0% 19.7% 20.2% 20.6%
Operating margin (%) 15.4% 13.2% 13.4% 14.5% 16.2% 9.2% 8.8% 11.9% 12.1% 12.4%
Net margin (%) 9.3% 10.2% -10.7% 13.2% 6.8% 8.9% 4.2% 7.0% 7.1% 7.9%
ROCE before tax (%) 13.3% 10.8% 10.2% 10.7% 10.8% 5.9% 6.4% 9.8% 10.7% 11.7%
ROCE after tax (%) 9.3% 7.7% 6.3% 7.1% 8.7% 4.6% 4.6% 7.1% 7.5% 8.3%
ROIC (%) 10.9% 11.2% -11.6% 12.5% 8.5% 6.7% 5.3% 8.6% 10.5% 12.0%
ROE (%) 31.0% 23.1% -35.8% 18.1% 15.4% 11.7% 8.6% 14.6% 18.4% 18.3%
Current Ratio (x) 2.3 2.6 2.8 3.5 2.4 2.5 1.7 1.8 1.4 1.4
WCR (% of revenues) 70% 74% 77% 76% 76% 77% 62% 54% 50% 47%
Gearing (%) 228% 135% 186% 53% 98% 103% 128% 106% 109% 75%
Net debt/EBITDA (x) 2.8 2.6 2.6 1.7 3.3 3.9 3.7 2.6 2.1 1.6
Interest coverage (x) 7.4 6.9 12.4 121 12.4 5.4 3.8 5.5 6.2 7.6
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Appendix 7: Valuation multiples

(EUR) 03/2013 03/2014 03/2015 03/2016 03/2017 03/2018 03/2019E 03/2020E 03/2021E 03/2022E
Share price average 9.2 12.4 12.6 211 20.3 18.6 12.0 12.0 12.0 12.0
Market cap. (EURm) 230.0 329.4 349.5 669.8 645.2 592.6 381.7 381.7 381.7 381.7
Entreprise Value (EURm) 312.5 415.9 439.0 763.6 854.2 839.6 628.1 619.6 596.6 558.0
Book Value per share 1.54 2.58 2.20 5.79 6.64 8.14 6.55 7.67 6.75 8.26
Cash-Flow per share 0.11 0.42 -0.02 -0.06 -0.41 0.98 2.40 2.15 2.45 2.78
Earning per share 0.51 0.62 -0.79 1.05 0.70 1.04 0.57 1.12 1.24 1.51
EV/Sales (x) 2.28 2.56 2.15 3.03 2.63 2.26 1.46 1.21 1.07 0.91
EV/IC (x) 1.97 2.10 1.65 2.23 1.75 1.45 1.06 1.00 0.94 0.87
EV/EBITDA (x) 9.7 11.8 9.9 13.8 13.5 12.4 8.6 6.2 53 4.4
P/BV (x) 6.0 4.8 5.7 3.6 3.1 2.3 1.8 1.6 1.8 1.5
P/CF (x) 85.2 29.4 -698.9 -352.5 -49.3 19.1 5.0 5.6 4.9 43
P/E (x) 17.9 19.9 -16.0 20.1 29.0 17.9 21.2 10.8 9.7 8.0
Free Cash-flow Yield (%) -9.2% -7.6% -13.1% -9.1% -15.5% -7.4% 1.7% 2.2% 6.0% 10.1%
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 (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 - 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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