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UPDATE

BUY BayWa AG

Target price: € 39.80 . . . . .
getp Growing business with potential to increase

profitability margins, we expect stronger Q1 &Q2

Company Analysis

m The BayWa Group earned revenues of €15,409.9meirrghorting year 2016, which

Industry: Wholesale provides a yly increase of 3.2%. The BayWa Groapsrating result (EBIT) dropped
Country: Germany by 8.5% to €144.7m. The drop in earnings is resiltthe unfavourable market
:;'(:;mberg DEOOOBilv?IgOé; conditions in the Agriculture Segment. The Group$ income dropped by 14.4% to
Reuters: BYWGNXDE €52.7m. Earnings per share (EPS) BayWa Group exgliad|€0.90 (vs. 2015: €1.39).
Website: www. baywa.de

m Within the agricultural segment, revenues incredsgdpproximately 7% to Euro
10.9b (Euro 10.2 billion), however, EBIT dropped-82% to €70.1m (previous year:

Last Price: High Sf:vs €87.2m).In Energy segment, the Company achieved drop iessal Conventional

Price 52 W.: 3393  28.90 Energy (-9.6% y/y) and in Renewable Energy (-7.19%.yOn the other hand BayWa

Market Cap. (EURm) 1157.51 Group increased EBIT in the energy segment (+7%€8&8.1m). Within Building

No. of Shares (in m) 34.76 materials segment the Company increased revenoies€t.50bin to €1.53bln on yly
basis and EBIT €27.4m to €28.5bln on y/ly basis tughe favourable weather

Shareholders conditions that speed up construction activitiesrdlie course of the full year.

Bay. Raiffeisen-Beteiligungs 35.22% m The BayWa Group operates in favourable market ¢immdi, in accordance to the latest

Raiffeisen Agrar Invest 25.20% .. . .

Free float 39.58% predictions by the United States Department of &gdture (USDA), the 16/17 harvest
period is expected to provide excellent grain aildeeds harvests. The worldwide

idend harvest volume of grain — excl. rice — is fixedratrease by 93m tonnes to a new higt

Dividends in EUR in % of 2,077m tonnes. Worldwide consumption is antitddato rise by approx. 5% to

2011 0.60  2.20% 2,065m tonnes, meaning that inventories probabbsbby around 12m tonnes to 498m

2012 065 194% tonnes

2013 075  1.94% '

;813 g'gg z:g"f m We regard the outlook for the BayWa Group as ogtiimioverall for 2017. The group

E .99%
2016 0.85 258% revenues and the bottom line indicators shouldeim®e substantially in 2017. We
Chart believe that positive impact of the bottom line amtement will come soon (e.g.

reducing debt and SG&A costs) and should be sedodasting margins in mid-2017
B0 and translate to significant increase in free dewsh margin. With regards to shotérm

—BayWaAG

50 market perspective, 1Q17 financial results ByWa Group (publication on May

20 \ 11) should come out strong, in our view, providipgtential catalyst for the
mk\ ‘J ,‘\ performance of the share market price. In our apinthe company’s sales growth,
. U /JV deliberate and well-knit long-term strategy relatedentering foreign markets, new

technologies, debt management, strong operating-ftas are firm support for good
direction of stable, development of the company.
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Key Figures
EURm 2013 2014 2015 2016 2017E  2018E  2019E  2020E
Net sales 15958 15202 14982 15410  16.094 16798  17.528  18.273
Analyst EBITDA 281 280 342 272 328 335 341 347
Operatingresult 137 152 212 122 224 236 249 262
) Net income 54 81 115 52 102 106 112 119
Dr. Norbert Kalliwoda
nk@kalliwoda.com EPS 0,01 1,78 1,39 0,89 1,48 1,66 1,70 1,84
BVPS 2655 2277 2337 2314 2527 2766 3020 3323
Tel.:0049-69-97205853
RoE 612%  949%  1442%  650% 12,12%  11,48%  1116%  10,82%
See also Bloomberg PageALL EBIT margin 0,86%  1,00%  141%  079%  1,39%  140%  142%  143%
PIE 4258 1737 2041 37,08 2230 1986 1941 17,89
P/BVPS 145 1,36 1,22 1,43 1,31 1,19 1,00 0,99
EV/EBITDA 1256 1391 1184 1621 1342 1288 1249 12,06

Source.company Dr. Kalliwoda Research Gmb© 2017
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1 Company profile

BayWa AG is a trading and services Group compodethree core business segments: Agriculture,
Energy, and Building Materials. The company founded923, headquartered in Munich, is active on
every continent in the world. The Company is endaigethe wholesale and retail of industrial and
agricultural goods, and in the provision of relasedvices. Its business activities are structunéal the
core segments of Agriculture, Building Materialsdaknergy, along with the new Innovation &
Digitalisation Segment and Other Activities. Theriaglture segment offers products such as grain and

Company Analysis

fruits, crop protection products, fertilizers, fetdff and seeds, as well as agricultural equipreaah as
tractors, forestry machinery and spare parts. ThiédiBg Materials segment provides construction
materials and building components, as well as dipgragarden centers and pet departments only in
Austria and providing services for heating and tsapiinstallations on a regional basis. The Energy
segment offers mineral oils, biodiesel and lubrisaand operates a network of around 272 fuel statio
in Germany and Austria. In addition, BayWa hasldisthed itself in the renewable energies market as
major internationally oriented project developed arader in the fields of wind power, solar poweda
bioenergy.

BayWa AG is a strong corporate structure listedFoankfurt Stock Exchange with Approximately
17,000 employees and nearly 3,000 locations inod@ties.

BayWa Group

Agriculture Building Materials

Innovation & Digitalisation
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2 SWOT Analysis

Leader in Crop protection product distribution (Gany)
and Top 10 world agricultural traders

Strong position in Heating Oil trade: Largest irugtern
Germany and Top Five in Austria

Economies of Scope: Nearly complete coverage

of the agricultural value chain

Diversification in the segments agriculture, eneagyl
building materials reduces the dependence on tregiag
segment and the commodity fluctuation

Solid shareholder structure: the main shareholders

are Bayerische Raffeisen-Beteiligungs AG (35%),
Raiffeisen Agrar Invest GmbH (25%)
Geographic stronghold in Germany and Austria with

worldwide expansion starting in 2013

- Core competency in full-service supplement for the
agricultural industry generates a large and loyal
customer foundation

Loyal customers relations since they are buyers of
agrarian products and supplier of crops at the giange

Global grain production including rice is up by I¥ion
tonnes year on year and is set to reach a neimnell-t
high of around 2.43 billion tonnes.

By 2050, the world's population will grow by anothe

2 billion, reaching 9 billion people and increasjmgsperity
in EM is leading to changes in eating habits amteiasing

demand for food

Internationalization of business: Chile, USA, ChiAastralia,
Fijiand New Zealand

Number of building permits continues to rise stiadi
Cefetra B.V. business should benefit form above ttvgected
improvement in Polish economy

BayWa AG | Update | May 2017

Strengths Weaknesses

- Still, dependency on the German and Austriarket
- Very diffitoiarket in Austria (-11% y/y)

- Agriculture exposure is aimost 70% of FY&Bich plays
down in importance Energy and Building businesses

- Mé&tehsive activity complicated decision-making

process and strategy execution

- Lower tractor registration in Germany ( -103386)

- Lower profitability margins in 2016 vs. 201

- Germany and Austria are stillimportant so economic
weakness in Core Europe is to be felt by BayM&a
\olatile commodity markets

High fuel prices

Agricultural demand elasticity is to be rather loyef

the Energy business is seasonal whildibgicyclical
bias is evident

Oversupply in grain commodities, wheat especidly,
to play an significant role in 2017 if volumes gaannot
offset a decline in grain prices.

Source: Dr. Kalliwoda Research GmbH © 2017
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3 Valuation

Based on the WACC of 6.3 % we have released adhie of €39.81 per share for BayWa AG.

A
wn
= .
I WACC assumptions
=
< Equity -
= Long-termrisk-free rate 2.0%
:;;' Market risk premium 9.8%
9“ Company beta 1.4
—
5 Equity costs 15.7%
o
Debt
Debt costs (before tax) 3.7%
Tax rate on debt interest 29.7%
Debt costs (after tax) 2.6%
Equity value 28%
Debt value 72%
WACC 6.3%

—~ Source: Dr. Kalliwoda Research GmbH © 2017

y— Discounted Cash Flow Model (Basis 5/2017)

in EURm 2017E 2018E 2019E 2020E 2021E
Total revenues 16094.6 16798.9 17528.5 18274.0 19053.3
(y-o-y change) 4.4% 44% 4.3% 43% 43%
— EBIT 223.7 235.8 248.5 261.7 275.6
(operating margin) 1.4% 1.4% 1.4% 1.4% 1.4%
NOPLAT 156.6 165.1 174.0 183.2 192.9
+ Depreciation & amortisation 104.4 98.9 92.7 85.7 779
=Net operating cash flow 261.0 264.0 266.7 2689 270.8
- Total investments (Capex and WC) -131.3 -141.2 -110.7 -108.5 -59.1
- - Capital expenditure -73.7 -127.5 -117.8 -89.1 -82.1
Working capital -57.6 -13.6 7.2 -19.3 23.0
=Free cash flow (FCF) 129.7 1228 156.0 160.4 211.7
PV of FCF's 122.0 108.8 130.0 125.7 156.1
PV of FCFs in explicit period 642.57
PV of FCFs in terminal period 3638.92
Enterprise value (EV) 4281.49
+ Net cash /- net debt -2685.24
+Investments /- minorities -294.00
Shareholder value 1302.25
Number of shares outstanding (m) 34.8
WACC 6.3% Terminal EBIT margin
Cost of equity 15.7% WACC -0.1% 0.4% 0.9% 1.4% 1.9% 2.4% 2.9%
Pre-tax cost of debt 3.7% 4.8%)| -413.21 -227.05 -40.89 145.27 33143 517.59 703.75
Normal taxrate 29.7% 5.3%)| -334.94 -192.09 -49.24 93.62 23647 379.32 522.18
After-tax cost of debt 2.6% 5.8%)| -284.90 -169.80 -54.71 60.39 17548 290.57 405.67
Share of equity 28.0% 6.3%| -25022 -15442  -5861 ‘ 37.19 | 13299 22880  324.60
Share of debt 72.0% 6.8%| -224.83 -143.20 -61.56 20.07 101.70 183.34 264.97
Fair value per share in EUR (today) 37.46 7.3%)| -20548 -134.68  -63.89 691 77.70 148.49 219.29
Fair value per share in EUR (in 12 months) 39.81

Source: Dr. Kalliwoda Research GmbH © 2017
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4 12M/16 Results

In 2016 the BayWa Group revenues increased by 3&2fdivalent to €473m) to the amount of €15.4b
was therefore within the scope of the market exgiiet of Euro 15.4 billion (Bloomberg Consensus).
EBIT dropped by approx. -8% mainly due to the diift global agricultural markets, extreme volailit
and price pressure. On the other hand, higher wlgrawth in grain & oilseed (+12% y/y) more than
compensated for downturn in prices of grain andlerail. The main reason for decrease in EBIT was

difficult agri markets that burden result. The wufarable environment for agri trading and agri

Company Analysis

equipment was partly offset by strong performanteBayWa r.e., conventional energy, building

materials and fruit. Still, investors can have amtl stable dividend at EUR 0.85 per share.

Within the agricultural segment, revenues incredsgdpproximately 7% to Euro 10.9b (Euro 10.2
billion), however, EBIT fell by -22% to €70.1m (mieus year: €87.2m). Global grain output in 2016/17
achieved a new high at over 2bin tons: volume dnawtwheat (+2%) and corn (+9%). The inventory
changes are still positive (from 13/14 to 16/17) tke predicted positive change in inventory fof176

is relatively low at 19m, in comparison to 13/14d4/15, 64m and 59m respectively. The downturn in
producer prices caused strong decline in investné&oim side of farmers, therefore there was a
significant sales drop in 2016 to €7.2bln (-2% \ify)serman agri equipment sector. The improvement
in the BAST and BAV business units because of #paesion of international trading activities was th

main explanation for this rise.

In Energy segment, the Company achieved drop essal Conventional Energy (-9.6% y/y) and in
Renevable Energy (-7.1% yly). On the other handvBayAG increased EBIT in the whole energy
segment (+ 7% to €83.1m). The output generated¢twimicludes all wind turbines, solar power and
biomass plants commissioned in 2016, came to 26&Q@awatts (MW) in the reporting year. The
distinct decrease in the prices of heating oil fusds was the main issue behind the drop in rev@ie

the Conventional Energy business unit from €2,2414on to €2,030.1 million

Within Building materials segment favourable weatbenditions speed up construction activities over
the course of the full year. Revenue volumes ofwhele building materials portfolio gained from a
flourishing housing construction market in partaulwhich also resulted in a spike in demand for
prefabricated components, such as stairs, ceingisgarages. The Company increased revenues from
€1.50blIn to €1.53bln on y/y basis and EBIT €27.4r828.5bin on y/y basis.
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The Innovation & Digitalisation Segment generatalgs of €6.0m in the reporting year, representing a
increase of 14.9%

Other operating income improved by an overall of €& in the reporting year to €194.9m. This boost

was due mainly to far greater income from assegtodials and higher price gains. The rise in invéegor

Dr. Kalliwoda Research GmbH | Primary Research
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in the financial year of €66.7 million was mostlgdause of the project developments in the Renewable
Energies business unit during the financial yedr62®ersonnel expenses rose yly by 4.6%, or €38.0m,
to €863.1m, primarily as a result of the growthbefsiness activities. Earnings before interest, tax,
depreciation and amortisation (EBITDA) dropped i &m, or 5.5%, to
€272.6m in the financial year 2016 (2015: €288.3m).

On the bottom side, the BayWa Group created netniiecof €52.7m in the fiscal year 2016 (2015:

€61.6m); in contrast to the prior year’s figurasttielivers a decrease of 14.4%. Therefore, Easniey

Company Analysis

share (basis: average number of shares outstanfli8g,764,480) dropped from €1.39 in the earlier

year to €0.90 in the fiscal year 2016.

The Group’s balance sheet rose by 7.3%, or €438t@nE6,474.9m as at the reporting date of 31
December 2016. Borrowing went up by €415.8m, wheespity raised by €22.4m. In the fiscal year
2016, the BayWa Group spent around €154.1m in dilde assets (€25.9m) and property, plant and
equipment (€128.2m) combined with its acquisitiofnisese investments were mainly for the objective
of restoration and preservation of buildings, itie$ and office fixtures and fittings. In the fedoyear
2016, non-current assets raised slightly y/y by@.@r €68.5m, to €2,355.7m. Due to the Project
advancements in the Renewable Energies busindsarghthe international growth of agricultural ead
activities, the BayWa Group’s inventories boost €838.7m y/ly to €2,380.3m. Current liabilities
amounted to €3,084.3m - comprising current findr@ailities, trade payables, financial liabiliggtax,
other liabilities along with current provisions ahabilities from disposal groups. The liabilitiese
backed by current assets and assets held for isplesdl groups of €4,119.1m, providing sound

liquidity in any case.

Cash flow from operating activities (CFO) amounted&208.6m in the fiscal year 2016 that ended up
being €189.6m better than the prior year’'s figur€19.0m. This improve - which was associated with

an increase in inventories and trade receivabldsat ware due to the decline in other assets not
attributable to investment and financing activitiegether with an increase in trade payables anelr ot

liabilities not attributable to investment and ficing activities.

Cash flow from investing (CFI) activities was ndgatby €19.9m. Mainly due to payments for

company purchases, that amounted to €71.2m iridbal frear 2016 (2015: €36.9m) and primarily were
attributed to the purchase of TFC Holland B.V., gvain Germany GmbH & Co. KG and Agrimec

Group B.V.
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Cash flow from financing (CFO) activities sum up&®3.0m in the fiscal year and was due to, mainly,

the partial repayment of the bonded loans issueghrher years in addition to the repayment oftfart
debts. Moreover, cash outflows from dividend payteest the parent company and at subsidiaries

amounted to €35.7m and interest payments to €27r8am overall, cash and cash equivalents as at the

Dr. Kalliwoda Research GmbH | Primary Research
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end of the reporting year arrived at €104.4 milliamich is €19.9 million higher than in the prevsou

year.
A Results in 12M/2016
Z. Wl 1216 results vs.previousyear |
T in EURm 12M/16 12M/15 change
'<_' Net sales 15.409,9  14.981,6 2,9%
>~ EBITDA 272,0 341,8 -20,4%
b= EBITDA margin 1,8% 2,3%
o EBIT 144,7 158,1 -8,5%
g EBIT margin 0,9% 1,1%
@) Net income 52,7 61,6 -14,4%
Net margin 0,3% 0,4%

Source: Dr. Kalliwoda Research GmbH © 2017

Segment Break-down figures 12M /2016 vs. 12M/2015

Sales and EBIT margins according to segments 12M2016 vs. 12M2015

12M/16 12M/15 12M/16 12M/15
Agriculture Innovation and others
Sales EURm 10 884.5 10 154.7  Sales EURm 19.3 66.9
share in total sales 70.6% 67.8% sharein total sales 0.1% 0.4%
EBITDA margin 1.2% 1.4% EBITDA margin -34.2% 211.4%
Energy Group
Sales EURm 2976.0 3264.0 Totalsales EURm 15410.5 14 981.6
sharein total sales 19.3% 21.8%  changey-o-y 2.9%
EBITDA margin 3.8% 3.5%
Building materials
Sales EURm 1530.0 1496.0
share in total sales 9.9% 10.0%
EBITDA margin 2.9% 2.8%

Source: Dr. Kalliwoda Research GmbH © 2017 (Revenues itatile include intra and inter segment results)

Group Profitability
100.0%
91.19% %
90.0% 90.61%
80.0%
70.0%
e 60.0%
o
"e 50.0%
Y 40.0%
v
o, 30.0%
ey 20.0%
—
= 5.60% 5.51%
o A0-0% 0.83% 0.87% 3.33% 3.31%
o 0.0% I I —
Material costs Personnel costs Depreciation & Other operating expenses

amortisation

=-12M/16 12m/15

Source: Dr. Kalliwoda Research GmbH © 2017
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Outlook

In accordance to the latest predictions by theddn@tates Department of Agriculture, the 16/17 ésirv
period is expected to provide excellent grain aiskeds harvests. The worldwide harvest volume of
grain — excl. rice — is fixed at increase by 93mnes to a new high of 2,077m t. Worldwide
consumption is anticipated to rise by approx. 592,@65m t., therefore inventories probably boost by

ca. 12m tonnes to 498m tonnes. When it comes touligral operating resources, we believe that

Company Analysis

market volume of seed is anticipated to stay comsth least in Germany and Austria in 2017. We

foresee significant revenue growth in the Agri Segmand a significant rise in the operating result
(EBIT) in the financial year 2017.

Demand for heating oil is likely to improve oveethourse of the year due to the significantly colde
and longer winter in 2017 compared to 2016. Newededs, consumer ordering is incredibly vulnerable
to level of prices. The Renewable Energies businegsis likely to continue its path towards global
expansion in 2017 by means of organic developmamisacquisitions. The goal of solar activities will
be on new projects in the UK, France and the U3Qr2017, within Renewable Energy sector, BayWa
AG has linked seven solar farms to the grid inthé These plants accomplish a total output of 76
MW and located across England, Wales and Northelarid. The company has created all of these
turnkey plants within the last five months. We f®e that, there is likely to be a moderate raigéen
Energy Segment’s sales for 2017, on the other dhue,operating result (EBIT) probably will be
relatively lower in comparison to the previous éisgear due to higher competition in the business

regarding renewable energies and diminishing marngitraditional energy business.

In terms of Building Materials Segment, we beli¢vat revenues will probably increase significarmly
2017. The operating result (EBIT) should be ableslightly exceed the number reported in 2016
regardless of cost increases. The assumptions@styrbased on increasing demand in the constructio
industry in Germany. Most studies predict that rexes are likely to increase by 5.0% to €112.2bn
overall. The BayWa building materials trade wilbpably take part in the prosperity in the constauct
industry in 2017 as a result of its wide array obds. Specifically, the company ought to beneéitrfr

the expanding trend in the direction of pre-falticm@aand climbing demand for flat roofs.

All'in all, we regard the outlook for the BayWa @stimistic overall for 2017. The group revenues and
the bottom line indicators should increase subistinin 2017. We believe that positive impact bét
bottom line enhancement will come soon (e.g. redudebt and SG&A costs) and should be seen in

boosting margins in mid-2017 and translate to §icgnit increase in free cash flow margin. With
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regards to short-term market perspective, 1@iah€ial results of BayWa (publication on May

11) should come out strong, in our view, providpwential catalyst for the performance of the share

market priceln our opinion, the company’s sales growth, deliberand well-knit long-term strategy
related to entering foreign markets, debt managgnsétong operating cash-flow are firm support for

good direction of stable, development of the corgpan
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5 Profit and loss statements

Profit and loss statement - BayWa AG

w
o om—
i/) Fiscal year
-
T‘c Figures in EURm 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E
: Total reveues 10531 15958 15202 14 982 15411 16 095 16 799 17 528 18 274
< Change of inventories 39 27 -43 87 67 35 35 36 52
- Capitalised items 5 2 5 4 8 5 5 5 5
= Total output 10 780 16 247 15 346 15230 15 680 16 335 17 037 17 757 18 519
2] Cost of goods sold -9 355 -14 668 -13 817 -13 575 -14 053 -13814  -13933  -13874  -13904
9- Gross profit 1176 1290 1385 1406 1358 2281 2 866 3655 4371
- Other operating income 205 260 182 158 195 200 199 187 188
- o Personnel costs -718 -781 -793 -825 -864 -896 -899 -957 -1009
\J Depreciation & amortisation -120 -144 -128 -130 -128 -104 -99 -93 -86
Other operating expenses -418 -549 -457 -488 -513 -1296 -1870 -2585 -3259
Operating income 187 137 152 212 123 224 236 249 262
Net financial result -47 -62 -72 -70 -53 -78 -85 -88 -91
EBT 140 75 80 142 70 146 151 161 171
Income taxes -5 -21 0 -26 -17 -44 -45 -48 -51
Minorities 0 0 0 0 0 0 0 0 0
Net income / loss 135 54 81 115 53 102 106 112 119
EPS 2.82 091 1.78 139 0.90 148 1.66 1.70 1.84
DPS 0.65 0.75 0.80 0.85 0.36 0.59 0.66 0.68 0.74
Change y-o0-y
Total reveues 9.86% 51.53% -4.74% -1.45% 2.86% 4.44% 4.38% 4.34% 4.25%
Change of inventories -56.10% -29.60% -257.01% -301.16% -23.1% -47.0% -2.1% 4.1% 43.9%
Total output 9.94% 50.71% -5.54% -0.76% 2.95% 4.18% 4.30% 4.22% 4.29%
Cost of goods sold 10.02% 56.79% -5.80% -1.75% 3.52% -1.70% 0.86% -0.43% 0.22%
Gross profit 8.63% 9.65% 7.39% 1.55% -3.45% 67.96%  25.65%  27.54%  19.58%
Other operating income 58.91% 26.67% -29.75% -13.47% 23.47% 2.60% -0.50% -6.10% 0.47%
Personnel costs 5.74% 8.77% 1.55% 4.05% 4.66% 3.80% 0.29% 6.47% 5.37%
Depreciation & amortisation 17.30% 20.20% -11.31% 1.92% -1.8% -18.29% -5.28% -6.29% -7.58%
Other operating expenses 9.63% 31.33% -16.75% 6.81% 5.17% 152.67%  44.28%  3820% 26.11%
Operating income 25.16% -26.44% 10.68% 39.18% -41.98% 82.18% 5.42% 5.39% 5.30%
Net financial result 4.56% 32.55% 15.01% -2.13% -24.43% 47.17% 8.97% 3.53% 3.41%
EBT 34.05% -46.28% 7.08% 75.98% -50.68% 108.76% 3.52% 6.43% 6.33%
Income taxes -83.15% 352.17% -101.34% -9580% -36.48% 160.21% 3.52% 6.43% 6.33%
Net income / loss 75.60% -59.84% 48.62% 42.59% -53.94% 92.45% 3.52% 6.43% 6.33%
EPS 90.88% -67.84% 96.30% -21.77% -35.35% 64.54% 12.30% 227% 8.49%
Share in total revenues
Total reveues 100.00 % 100.00 % 100.00 % 100.00 % 100.0 % 100.0% 100.0% 100.0% 100.0 %
Change of inventories 0.37 % 0.17 % -0.28 % 0.58 % 0.43 % 022 % 021 % 0.21 % 0.28 %
Capitalised items 0.05 % 0.01 % 0.04 % 0.03 % 0.05 % 0.03 % 0.03 % 0.03 % 0.03 %
Total output 102.36 % 101.81 % 100.95 % 101.66 % 101.75 % 101.5% 1014 % 1013% 1013 %
Cost of goods sold -88.83 % -91.92 % -90.89 % -90.61 % -91.2 % -858% -829% -791% -761%
Gross profit 1117 % 8.08 % 9.11 % 9.39 % 8.81 % 1417% 17.06% 2085% 2392 %
Other operating income 1.95 % 1.63 % 1.20 % 1.05 % 1.26 % 1.24 % 118 % 1.07 % 1.03 %
Personnel costs -6.82 % -4.89 % 522 % -5.51% -5.60 % -557% -535% -546% -552%
Depreciation & amortisation -1.14 % -0.90 % -0.84 % -0.87 % -0.83 % -065% -059% -053% -047%
Other operating expenses -3.97 % -3.44 % -3.00 % -326% -3.33% -805% -11.13% -1475% -1784%
Operating income 1.77 % 0.86 % 1.00 % 141 % 0.80 % 1.39 % 140 % 142 % 143 %
Net financial result -0.45 % -0.39 % -047 % -0.47 % -0.34 % -0.48 % -0.51 % -0.50 % -0.50 %
EBT 1.33% 0.47 % 0.53 % 0.94 % 0.45 % 091 % 0.90 % 0.92 % 093 %
Income taxes -0.04 % -0.13 % 0.00 % -0.18 % -0.11% -0.27 % -0.27 % -0.27 % -0.28 %
Minorities 0.00 % 0.00 % 0.00 % 0.00 % 0.00 % 0.00 % 0.00 % 0.00 % 0.00 %
Net income / loss 1.28 % 0.34 % 0.53 % 0.77 % 0.34 % 0.63 % 0.63 % 0.64 % 0.65 %

Source: Dr. Kalliwoda Research GmbH © 2017
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6 Balance sheets

Balance sheet - BayWa AG

w
o om—
‘!3 Fiscal year
-
o Figures in EURm 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E
= Assets
< Inventories 1433 1836 1986 2142 2380 2179 2198 2189 2193
> Trade receivables 621 702 1084 1255 1396 1348 1335 1338 1372
= Tax receivables 50 65 28 23 43 24 25 26 28
") Other assets 254 403 28 22 107 23 24 25 27
9-' Securities and other financial assets 2 2 156 224 153 177 185 193 201
— Cash & cash equivalents 85 92 108 84 104 257 302 376 392
o Current assets 2445 3100 3390 3749 4184 4009 4070 4147 4213
o
Property, plant and equipment 1068 1074 1397 1420 1403 1404 1418 1428 1416
Assets-for-sale 233 0 0 0 0 0 0 0 0
At-Equity shareholdings 93 102 196 204 215 219 229 239 249
Financial assets 325 408 257 226 153 157 164 171 178
Other assets 42 46 54 60 61 64 67 70 73
Intangible assets 140 157 148 167 213 177 185 193 201
Goodwill 0 0 0 0 0 0 0 0 0
Deferred tax assets 113 128 209 212 246 161 168 175 183
Non-current assets 2012 1915 2262 2287 2291 2182 2230 2275 2299
Total assets 4457 5015 5652 6037 6474 6191 6299 6422 6512
Liabilities
Tax payables 53 77 28 25 29 55 52 49 54
Pension provisions 30 29 29 30 31 32 33 35 36
Other provisions 136 145 171 176 180 189 197 206 215
Short-term financial debt 894 1132 1312 1491 1520 1600 1640 1680 1690
Trade payables 761 767 745 792 894 806 813 812 823
Other liabilities 73 265 204 255 430 166 155 161 164
Current liabilities 1947 2414 2488 2769 3084 2849 2891 2943 2984
Pension provisions 520 512 638 625 661 672 701 732 763
Other provisions 88 86 83 83 86 89 93 97 101
Financial and leasing debt 649 629 1111 1227 1269 1249 1239 1199 1109
Long-term trade payables 4 3 2 5 5 5 6 6 6
Other liabilities 11 26 127 93 97 26 27 29 30
Deferred tax liabilities 126 163 152 158 174 128 86 70 70
Liabilities from assets-for-sale 27 0 0 0 0 0 0 0 0
Long-term liabilities 1425 1419 2113 2191 2292 2170 2153 2132 2079
Total liabilities 3372 3833 4 602 4961 5376 5018 5044 5075 5063
Shareholder's equity 862 914 786 810 804 878 961 1053 1155
Minority interests 223 268 264 266 294 294 294 294 294
Total equity and liabilities 4457 5015 5652 6 037 6474 6191 6299 6422 6512

Source: Dr. Kalliwoda Research GmbH © 2017
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7 Cash Flow Statement

Cash flow statement - BayWa AG

¢ Fiscal year
p—
S Figures in EURm 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E
TU Netincome / loss before minority share deduction 118.0 54.3 80.7 115.1 53.0 102.0 105.6 1124 1195
o= Depreciation & amortisation 119.8 144.0 127.7 130.2 127.8 104.4 98.9 92.7 85.7
< Change of working capital 15.3 -31.9 -224.1 -191.0 -190.0 -57.6 -13.6 7.2 -19.3
:ﬂ'\ Others -80.9 52.9 -75.0 -35.2 217.7 50.9 -36.6 -10.9 5.4
;E Net operating cash flow 150.0 219.3 -90.6 19.0 208.5 199.7 154.3 201.3 191.3
,g" CAPEX -193.6 15.6 -227.6 -1435 -123.6 -73.7 -127.5 -117.8 -89.1
o Free cash flow -43.6 234.9 -318.2 -124.4 849 126.0 26.8 835 102.1
8 Cash flow from financing 374 -217.0 3344 98.7 -64.9 26.9 18.2 -9.7 -86.0
Change of cash -2.3 7.4 16.3 -239 200 153.0 45.0 738 16.2
Cash at the beginning of the period 87.0 84.7 92.1 108.4 845 104.5 257.4 3024 376.2
Cash at the end of the period 84.7 92.1 108.4 845 104.5 257.4 302.4 376.2 392.4
Source: Dr. Kalliwoda Research GmbH © 2017
8 Financial ratios
Ratios 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E
Gross margin 13.22% 9.72% 9.97% 10.86% 10.38% 15.43% 18.22% 21.87% 24.92%
EBITDA margin 2.91% 1.76% 1.84% 2.28% 1.77% 2.04% 1.99% 1.95% 1.90%
EBIT margin 1.77% 0.86% 1.00% 1.41% 0.80% 1.39% 1.40% 1.42% 1.43%
Net margin 1.09% 0.33% 0.53% 0.76% 0.34% 0.62% 0.62% 0.63% 0.65%
Return on equity (ROE) 13.66% 6.12% 9.49% 14.42% 6.57% 12.12% 11.48% 11.16% 10.82%
Return on assets (ROA) 3.70% 2.33% 2.70% 3.07% 1.64% 2.91% 3.03% 3.12% 3.23%
Return on capital employed (ROCE) 7.16% 3.82% 4.82% 5.27% 2.54% 4.69% 4.84% 5.00% 5.19%
Current ratio 1.26 1.28 1.36 1.35 1.36 1.41 1.41 1.41 1.41
Quick ratio 0.36 0.33 0.54 0.56 0.54 0.63 0.63 0.65 0.66
Net interest cover 3.97 2.21 2.12 3.02 2.32 2.87 2.77 2.82 2.88
Net debt/EBITDA 6.63 7.84 10.10 8.96 11.82 9.51 9.34 9.02 8.65
Book value per share 25.11 26.55 22.77 23.37 23.14 25.27 27.66 30.29 33.23
CAPEX/Sales 1.42% 1.57% 1.91% 0.94% 0.42% 0.46% 0.76% 0.67% 0.49%
Working capital /Sales 11.51% 9.35% 13.95% 15.63% 15.97% 15.65% 15.07% 14.41% 13.92%
EV/Sales 0.30 0.22 0.26 0.27 0.29 0.27 0.26 0.24 0.23
EV/EBITDA 10.37 12.56 13.91 11.84 16.17 13.12 12.88 12.49 12.06
EV/EBIT 17.03 25.73 25.60 19.13 35.90 19.24 18.28 17.15 16.01
P/BVPS 1.33 1.45 1.36 1.22 1.43 1.31 1.19 1.09 0.99
P/E 11.87 42.58 17.37 20.41 36.69 22.30 19.85 19.41 17.89

Source: Dr. Kalliwoda Research GmbH © 2017
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Revenue growth
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Disclaimer

Essential information, disclosures and disclaimer

A. Essential information

The investments in financial instruments and séiesr{e.g. equities, bonds) generally involved @hhisks. It is
possible that the investors lose some or all ofitlivested money. Potential investors should be eawéthe fact
that the prices of securities could fall and riS&e income from such an investment might be conalde
fluctuations. Investment strategies are not apjpatpat all times and past results are not a gteedor the future
performance. Investors should make their own addpendent decisions as to whether a risky investmen

Company Analysis

B. Disclosures according to Section 34b of the Gean Securities Trading Act
(WpHG) and to the German Regulation governing the Aalysis of Financial
Instruments (FinAnV).

|. Information about author, company held accoutgabequlatory authority:

Company responsible for the content of this documBR. KALLIWODA RESEARCH GmbH, Frankfurt am
Main, Germany.

Regulatory authority for DR. KALLIWODA RESEARCH Grhbis the Federal Financial Supervisory Authority
(BaFin), Graurheindorfer Strafe 108, 53117 Bonnin@ay and Lurgiallee 12, 60439 Frankfurt am Main,
Germany.

Author of this research: Dr. Norbert Kalliwoda, Ayst, CEO and founder of DR. KALLIWODA RESEARCH
GmbH.

Il. Additional Information:

1. Sources of information:

Essential sources of information for the compilatiof this document are publications from domestit a
international information services and media (Blgomberg, dpa-AFX, Reuters, VWD, among othersjafficial
press(e.g. Allgemeine Zeitung Frankfurter, Borsenzeitufigancial Times Handelsblatt and otherspecialized
trade press, published statistics, rating ageragesell as publications by peer group companiesta@ad@¢ompany
itself. Additionally, conservation has been heldhathe management of the company. This documentmaxe
available to the company before publishing to emshie correctness of the information provided.

2. Summary of the basis of valuation principles andnethods used to prepare this document:

Within the scope of the evaluation of companies fiilowing valuation methods are applied: Multifdased
models (Price/Earnings, Price/Cash-flow, Price/Bo@iue, EV/Sales, EV/EBIT, EV/EBITDA), peer group
comparisons, historic valuation methods, discogntimdels, sum-of-the-parts-approaches, substarioaticm
methods and swot-analyses. The valuation princigheismodels are dependent on macroeconomic fastmh,as
interest rates, exchange rates, raw materials andasic assumptions about the economy. Besidean#nket
moods and market sentiment affects the valuatioentdérprises. The approaches are based on expastdatiat
could change rapidly and without advance warningpeding on developments specific to individual anThe
valuation results and fair values derived fromnimdels might therefore change accordingly.
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The ratings are the evaluation results and referfair value pricing reflecting a time-horizonwgs general relate
to a twelve-months. Nevertheless, evaluation resafe subject to changing market conditions andstiate
merely a snapshot. The evaluation results andvidires may be reached faster or slower than exgdmtehe
analysts. The results and fair values may to ble sgavards or downwards.

DR. KALLIWODA RESEARCH GmbH uses the following ragf model:

BUY: Based on our analysis, we expect the stock to afteeand produce a total
return of at least 10% over the next twelve months

Company Analysis

ACCUMULATE: Based on our analysis, we expect the stock to afteeand produce a total
return between 5%- 10% over the next twelve months

HOLD: Based on our analysis, we expect the stock to meduotal return between -5%
and +5% over the next twelve months

REDUCE: Based on our analysis, we expect the stock to causgative return between -
5% and -10% over the next twelve months

SELL: Based on our analysis, we expect the stock to causgative return exceeding -
10% over the next twelve months

3. Date of first publication of this document:9th of May 2017

4. Updates:

A specific update of this document has currentliybeen set. The research reflects the author’'ssjmagt on the

date of this publication and is subject to changbout any notice. The document might be incompteteeduced

and it may not contain all information concernirfte tcompany covered. It is in the sole decision &. D
KALLIWODA RESEARCH GmbH whether and when a potehtipdate of this research is made.

I1l. Disclosures about potential conflicts of inést:

The business model of DR. KALLIWODA RESEARCH Gmbsgihased on economic relationships with issuer
company and equity transactions to be performedtingl to the issuer’s stock. Dr. Kalliwoda Reseahnels
entered into an agreement about the creation efdbtument with the company which is, or whose ol
instruments are the issue of this research.

Conflicts of interest may be in existence with enygles of DR. KALLIWODA RESEARCH GmbH who are the
authors of this document as well as other perdusiswere involved in the preparation of this reskair related
parties.
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Following conflicts of interest might exist:

1. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have a major shagholding (holding more than 5%) of the share capitaof the emitter
that is, or whose financial instruments are, the shject of the research.

2. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties are possibly holders ahstruments that are mentioned in this research (othat are linked to
these instruments) or might become holders and cadiregularly trade the emitter’s securities or secuties based on these
issues as principal or agent.

3. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties could have participatedn leading a consortium for the emitter via a pubic offering of the
financial instruments that are the subject of thisresearch.

Company Analysis

4. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have been partyd an agreement on the provision of investment bankg services with
the emitter which is the subject of this researchor have received services or a pledge to perform der the terms of such
an arrangement during the same period.

5. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties may have other substarl economic interests concerning to the emitter wbh is the subject
of this research.

6. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have been partyd an agreement with the company, which is the sulge of this
research, resulting in receiving the compensatiorof preparation of this research.

7. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties received the feedbacloacerning the company profile and SWOT from the corpany, which
is the subject of this research, before publishinthis report to the public.

Important; Please get familiar with possible risksand possible conflicts of interest in the discloser and
disclaimer at the end of this report, especially fothis report: 6. and 7.

The analysts have limited access to gain informati@at possibly could constitute a conflict of st for the
institution DR. KALLIWODA RESEARCH GmbH keeps ingd registers appropriate to sec. 15 WpHG for
assignees that normally have approach to insidernrdtion. Insiders” dealings appropriate to secWgHG
categorically are prohibited.

The analysts that composed this research did wetwe or acquire shares in the emitter that is sthigect of this
document at any time. The analysts mentioned alevby certify that all of the views expressed aately
reflect the individual views about the emitter. Nart of the indemnity was, is or will be, directly indirectly,
linked to the evaluation result or views expredsgthe analyst in this research.

C. Disclaimer:

This document is published and being distributed if. KALLIWODA RESEARCH GmbH solely for
informational purposes and for the personal uspdrgons in Germany. This research is not intenddgt tin any
form an offer or advice to buy or sell the secastireferred to herein. This research is intendegréwide
information to assist investors in making their oimmestment decisions. Any decision to purchasesatyrities
of the emitter must be made solely on the basth@finformation contained in the offering documeintsn the
emitter relating to such securities and not ondbetents hereof. Furthermore, our recommendatioyn mo& be
fully suitable to every investor, depending on thevestment objective, individual financial siticat or targeted
holding period.
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Potential investors should seek professional advithual information and advice before making thHawestment
decisions. This document neither constitutes araohbr any kind of obligation.

Neither this document nor any copy, in whole opant, thereof may be distributed in any other fliagson where
its distribution might be restricted by law, andsmn into whose published this document comes dhiofibrm
and observe themselves about any such restrictions.

The information within this document has been ot#di from sources believed by DR. KALLIWODA
RESEARCH GmbH to be reliable. DR. KALLIWODA RESEARIGGmbH does not examine the information to
be verify and complete, nor warrantees its coresgrand completeness. Although due attention hesth&en in
compilation this document, it cannot be excludedt tihe information given is not complete or the utoent
contains mistakes.
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The liability of DR. KALLIWODA RESEARCH GmbH shalbe restricted to gross negligence and wilful
misconduct. All aspects penned in this document taese of DR. KALLIWODA RESEARCH GmbH
respectively the authors and subject to modify sithnotice. Possible faults or incompleteness isf dlocument
may be reformed by DR. KALLIWODA RESEARCH GmbH add not constitute reasons for liability, neither
with regard to indirect nor to direct or conseqisrbsses.

Moreover, DR. KALLIWODA RESEARCH GmbH does not apteany responsibility and liability for any
damage arising from using of this research oratstents or otherwise arising in relation herewitheach case,

the liability and responsibility of DR. KALLIWODA ESEARCH GmbH is limited to typical, predictable
damages and the liability for any direct or indirlesses is excluded.

This document is subject to the laws of the FedReglublic of Germany. Place of jurisdiction is Hdamt am
Main, Germany.

This document or any copy, in whole or in part goff may be distributed in any other jurisdictiohese its
distribution might be restricted by law and persam® have access to this document have to inforanadrserve
themselves about any such restrictions.

In the United Kingdom this document is to be disited only to persons who are described in Sedtio(3) of

the Financial Services Act 1986 (Investment Adserients) (Exemptions) Order 1996 (as amended). This
research may not be distributed and forwarded dyrear indirectly to any other group of individual3he
distribution of this document in other internatibjarisdictions may be restricted by law and indwals who
possess this study should inform themselves oeaisting restrictions and comply with them.

Neither this document nor any copy of it may be ta&n or transmitted into the United States of America
Canada, Japan or Australia or distributed, directly or indirectly, in the United States of America, Caada,

Japan or Australia or to any resident thereof. AnyFailure to comply with these restrictions may constute a

violation of United States, Canadian, Japanese or Ustralian securities laws or the law of any other
jurisdiction.

By confirming this document the reader or user eg@nd accepts to be bound by all of the foregpiogisions
and this disclaimer. Besides, the user acceptsondistribute this document to unauthorized persdihe user of
this document compensated DR. KALLIWODA RESEARCH lgHrfor any disadvantages, damages, claims and
losses resulting from or in relation with the urreuized use of this document.

© 2017 DR. KALLIWODA RESEARCH GmbH, Steinstr. 246839 Minster und Arndtstral3e 47, D-60325
Frankfurt am Main. All rights reserved.
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