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BUY HoOft & Wessel AG

Company Analysis

Target Price: 4.75 EUR Weak Q3 does not threaten the goals
Industry: Technology fOI’ the fU” yeal’

Country: Germany

WKN: 601100

m  Sales volume declined compared to the previous year period by 15 percent to 60.1mn
Euro. The operative result turned out negative with -0.8mn compared to 2.3mn Euro
as of 30 September 2009. As in Q2 however, valuation effects from currency hedging

Reuters: HWSG.DE
Website: www.hoeft-wessel.com

Curr. Price: 417 transactions relevant in the due date were responsible for this as well. The sales
High Low decline in Q3 can be traced back to delays in delivery.

Price 52 W. ) 4.80 3.28 m Delivery shortages for electronic components were responsible for Hoft & Wessel

Market Cap. (Mill. EUR) 35.43 having to postpone its deliveries from the third to the fourth quarter. Accordingly,

No. of Shares (in Mill.) 8.50

respective sales were only realized in Q4. The final quarter is therefore expected to
record a clear rise in sales so that Hoft & Wessel will reach its forecast of a slight rise
in sales on basis of the full year.

Shareholders

::\?\Ilaztl ding GmbH jgzgzﬁ; ] The segmen_t Metric COL-Jld increase salfas (+8%)_and EBIT (+19%). For Almex both
Zoliner Blektronik GmbH  10.49% figures declined on basis of aforementioned delivery shortages (sales -25%, EBIT -
Rolf Wessel 0.58% _32%). For S!<eye the We&-lk market envir9nment was responsible for a decline by -17%
Michael Hoft 0.43% in sales and in the operative result a decline by -1.3mn Euro to -3.3mn Euro.
Manfred Zollner 0.02% m The operative cash-flow developed positive. It rose in the first nine months to a record
high of 5.8mn Euro. New orders also increased (+15 percent to 66.3mn Euro) as well
Performance as existing orders (+8 percent to 80.7mn Euro).
4 Weeks 14.25%
13 Weeks 7479 W We expect that HOft & Wessel will achieve the goals for the full year with a strong
26 Weeks 10.03% Q4. Our target price continues to be at 4.75 Euro and we also maintain the
52 Weeks 5.30% recommendation to buy.
Curr. Year 10.32%
Dividend
in EUR in %
2008 0.00 0%
= 2009 0.08 37%
; 2010e 0.06 37%
;_-1 2011e 0.13 37%
E EUR Hoft & Wessel AG - WKN 601100
= 430 EUR mM 2008 2009 2010E 2011E 2012E
A= 4,10
: 3,90
= 570 Revenues 98.07 94.10 97.60 103.50 111.11
- 3:50 EBITDA 9.58 7.57 8.63 10.12 11.23
230 EBIT -3.52 3.08 2.93 4.72 5.53
Nov-09  Feb-10 May-10 Aug-10  Nov-10 Net Income -6.67 1.85 147 2.99 3.71
EPS -0.79 0.22 0.17 0.35 0.44
Dr. Norbert Kalliwoda BVPS 2.68 3.00 3.25 3.59 4.09
nk@kalliwoda.com CFPS 0.18 0.70 0.86 0.92 0.96
Kolja Schick — Freiherr von Flotow RoE -23.50 % 7.26 % 5.34 % 9.79 % 10.68 %
ks@kalliwoda.com RoS -6.80 % 1.97 % 1.51 % 2.89 % 3.34 %
EBIT margin -3.59 % 3.27% 3.00 % 4.56 % 4.98 %

Phone: +49 (69) 97 20 58 53
www.kalliwoda.com




Hoft & Wessel AG | Update | November 2010

.................................................................................................................. 3
.......................................................................................................... 3
..................................................................................................................................... 6

4 QUANTETTY FIQUIES ...ttt ettt bt ettt e n e be e 7
I = 1 =T (o £ 1 TR PRTTTT 8
5.1 Profit & LOSS STALEIMENES ... .ceeeiieeieee ettt ettt ettt e e e ettt e e e e e et e e et e e e eeeeeeeranneeeeeees 8
5.2 BalANCE SNEOL ... .. e ——————— 9
ORI O g I ot (01T A -1 (=] 1011 | TR TTTTRT 10
SV £ [V =1 (o] o I P UTPTTTTTR 11
0 B 11 = Y o To (=Y TR PPTRTTTTR 11
B.2 WA C K ..o et e e e e e et et aet e rreaartr i ———— 12
6.3 FAIr ValUB = SBNSIIIVITIES .. .ceeeeeeeeeee ettt e e e e e e et e e e e e e e e e e reennaees 12
6.4 PEEI GrOUDP ANAIYSIS ... ettt ettt ettt 13
A O 0 ] 0 - 1o ST 14
8 IS CLAIMER ... e e e 15

=
—]
)
=
m
L
un
ol
=4
-
el
+ =
—
—
=X
|

Dr. Kalliwoda Research GmbH | Primary Research



Hoft & Wessel AG | Update | November 2010

1 Company Profile

Hoft & Wessel AG, established in 1978, offers centralized and de-centralized systems for recording
and processing data. The company is structured in segments Almex (Ticketing), Skeye (Retail &
Logistics) and Metric (Parking). The company’s focus rests on service and the development of new
products while production is outsourced to external experts. Hoft & Wessel thus remains versatile and
is able to implement large contracts successfully. In order to assure high quality, Hoft & Wessel
strictly monitors the outsourcing process, the bulk of which goes to manufacturers in Germany. The
company has started to have products manufactured in the Far East, whereby costs are lowered and
greater margins can be achieved. Supply of components as well as finishing in the Metric segment
takes place at own sites. Research and development are Hoft & Wessel's largest division with about
170 employees (equivalent of approximately one third of all staff). In conjunction with direct
marketing products are developed to precisely fit customer wishes. The company invests about 10
percent of its sales revenues in research and development every year.

Company Analysis

The company with head office in Hannover currently employs 503 staff.

2 Current Development

At first glance, the figures appear disappointing in the first nine months. Sales declined compared to
the previous year period by 15 percent to 60.1mn Euro. The operative result turned out negative with -
0.8mn Euro compared to 2.3mn as of 30 September 2009. As in Q2 however, valuation effects from
currency hedging transactions relevant in the due date were responsible for this as well. The sales
decline in Q3 can be traced back to delays in delivery. With the conclusion of the transactions, the
effects will turn around and lead to higher results in Q4 as well as in 2011. The decline in sales in Q3
can be traced back to delays in delivery. Since inventories for electronic components had been reduced
during the economic crisis and producers reduced their production in the same way, shortages in
delivery arose upon stronger demand. Hoft & Wessel were affected by this as well, so that deliveries
had to be postponed from the third to the fourth quarter. Accordingly, respective sales will only be
realized in Q4. The final quarter is therefore expected to record a clear increase in sales so that Hoft &
Wessel will reach its forecast of a slight increase in sales on basis of the full year.

In contrast to sales and EBIT, the operative cash-flow turned out very positive. It rose in the first nine
months to a record high of 5.8mn Euro. Loans in the volume of 3.3mn could thereby be repaid and the
dividend could be distributed. New orders also increased (+15 precent to 66.3mn Euro) as well as
existing orders (+8 percent to 80.7mn Euro).
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Revenue and EBIT in 9M 2010 by segment
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Company Analysis

W Revenues ' EBIT

Source: Company

Almex

With 28.1mn Euro in sales in the first nine months, Almex stays behind our expectations. Reason in
the above described postponement of deliveries to the fourth quarter due to delivery shortages for
electronic components. In Q4 therefore, a clear increase in sales is expected. After nine months, sales
of Almex were lower by -25 percent than one year ago to date. Because of the decline in sales, the
operative result for the segment was by -32 percent lower than the year before at 2.5mn Euro.

Well-known clients continue to be served with the segment Almex (among other various public
railway corporations, Toll Collect). In the first nine months, new orders with a volume significantly
above sales could be entered into the books, so that the forecast remains positive.

Metric

The segment Metric increased its sales in the first three quarters by 8 percent to 19.2mn Euro. Thereby
the segment could continue its growth. The operative result also added on by 19 percent to 1.3mn
Euro. The large contract in Philadelphia (delivery and installation of 1,000 parking meters) was
completed. New contracts were obtained particularly in Great Britain and the USA. In this process,
focus rests increasingly on innovative payment methods (contact-free payment with cards, payment by
mobile phone).

Skeye

Although Skeye delivered mobile terminals and PDAs to large retail chains such as Rewe, Edeka,
Netto and Lekkerland, the segment continues to suffer under the weak market environment and great
competition in the sector. Thus, sales declined in the first nine months to 12.8mn Euro. This is
equivalent of a decline of -17 percent compared to 2009. The operative result with -3.3mn Euro turned
out clearly worse than in the previous year when the EBIT was -1.3mn. Cause for hope is that some of
the large retail chains already assigned follow-up contracts to Skeye. From the expanded partner
distribution network originate more orders as well and new distribution partners are acquired covering
new regions such as the Middle East.
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The sales contribution of the segments remains relatively stable for group sales revenues. The largest
contribution continued to be provided by Almex with nearly 50 percent, before Metric with ca. 30
percent. Skeye contributes about 20 percent to sales revenues of the overall group.

Revenue Allocation by Segment in 9M

any Analysis

Skeye; 21%

Almex; 47%

Comp

Source: Company

In the regional distribution of sales little has changed. In the home market, Hoft & Wessel achieves ca.
50 percent of sales. One quarter comes from Great Britain and about one fifth from the USA and other
countries. Other EU countries represented merely 6% of sales.

Revenue Allocation by Region in 9M

USA and other
countries; 21%

Other EU; 6% Germany; 47%

DR. KALLIWODA | RESEARCH GmbH

Source: Company

The figures in the third quarter were below our expectations. However, this concerned mostly just
delays which will have positive effect in the fourth quarter. The goals of the company for the entire
year remain as were. We presume that H6ft & Wessel will reach the figures. Positive for investors is
the project to position itself sustainably as dividend stock and to maintain the distribution of a
dividend which was carried out this year for the first time. Growth is to especially stem from
strengthened internationalization. H6ft & Wessel not only operates expansion into new markets such
as South Africa through the partner distribution network, but also through intensification of
distribution in already accessed markets such as Eastern Europe or South America.
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3 Stock

The stock of HOft & Wessel AG has showed better performance than DAX and the Technology All
Share since the beginning of the year. Particularly in February and March it developed clearly positive,
while both indexes remained below their values of the beginning of the year. The stock reached its
annual peak in February with 4.15 Euro. After an intermediate low at the end of May, the price
recovered again and was listed constantly above the value at the beginning of the year until September.
In September and October, the price fell below the price of the beginning of the year and continued
weaker than the DAX. At the end of October, the price jumped and rose to 4.30 Euro. Currently the
stock is listed at 4.17 Euro and therefore has a plus of 14 percent. The Technology All Share Index on
the other hand is on the level of January.

Company Analysis

Stock Price Development 2010
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Shareholder Structure
Manfred Zollner;
0,02%
H&W Holding
GmbH; 40,60%

Freefloat; 47,88%

Michael Hoft; 0,43%

Zoliner Elektronik ~ RolfWessel; 0,58%
GmbH; 10,49%

Source: Company

The shareholder structure continues to remain constant. The free float stays unchanged at nearly 50
percent.
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4 Quarterly Figures
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5 Financials

5.1 Profit & Loss Statements

p—
m
- Profit & Loss - Hoft & Wessel
- Fiscal Year
]
=
o Numbers in EUR m 2007 2008 2009 2010E 2011E 2012E 2013E
-
=1 Sales revenues 99.7 98.1 94.1 97.6 103.5 1111 1171
- . -
= Inventory_changes relating to finished products 34 38 27 15 09 11 12
] and work-in-progress
r iy -
-._;' Othv_sr company-produced additions to plant and 48 45 35 a1 12 37 42
equipment
Otherincome 15 21 1.9 2.0 2.0 15 18
Cost of materials and services produced -58.9 -60.7 -52.1 -58.9 -61.2 -64.4 -69.9
Gross income 50.5 47.7 44.7 46.3 49.4 53.0 543
Personnel expenses -25.8 -24.8 -24.0 -24.4 -25.9 -28.1 -29.6
Deprec@tlon and arr_wmsa_tlon of property, plant 5.0 131 45 57 54 57 58
and equipment and intangible assets
Other expenses -13.4 -13.4 -13.1 -13.2 -13.4 -13.6 -13.8
Operating result (EBIT) 6.3 -35 31 2.9 4.7 55 52
Income from investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financial income 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Financial expenses -15 -15 -1.0 1.1 -1.0 -0.9 -0.8
Earnings before taxes (EBT) 4.8 -5.0 21 18 3.7 4.6 4.4
Tax position -0.3 -1.7 -0.2 04 -0.7 -0.9 -0.9
Group earnings 45 -6.7 19 15 3.0 37 35
Earnings per share (basic) 0.52 -0.79 0.22 0.17 0.35 0.44 0.41
reported 0.00 0.00
Earnings per share (diluted) 0.51 -0.79 0.21 0.16 0.34 0.43 0.40
reported
Profit & Loss (Year on Year)
Sales revenues 34.7% -1.6% -4.1% 3.7% 6.0% 7.4% 5.3%

Inventory changes relating to finished products

) 16.6% 11.5% -1721% -1552%  -43.3% 29.3% 4.6%
and work-in-progress

Other company-produced additions to plant and

- 16.6% -6.1% -21.7% 16.6% 2.4% -11.9% 13.5%
equipment
Otherincome -40.0% 39.3% -10.2% 4.0% 1.1% -24.0% 20.6%
Cost of materials and services produced 44.3% 3.1% -141% 13.0% 3.8% 5.4% 8.4%
Gross income 18.3% -5.5% -6.5% 3.6% 6.7% 7.3% 2.6%
Personnel expenses 0.5% -4.1% -3.1% 1.7% 6.0% 8.6% 5.3%
p
Deprec@tlon and amomsa_tlon of property, plant 6.4%  162.0% 65.7% 26.9% 5.3% 5.6% 18%
and equipment and intangible assets
Other expenses 0.0% 0.1% -2.4% 1.0% 1.0% 2.0% 1.0%
Operating result (EBIT) -688.8% -155.9% -187.4% -4.8% 61.3% 17.1% -6.8%
Income from investments
Financial income -74.0% -10.0% -10.0% -10.0% -10.0%
Financial expenses 74.4% 0.0%  -32.8% 9.1% 9.1%  -100%  -11.1%
Earnings before taxes (EBT) -348.7% -2035% -141.9%  -115%  102.9% 24.3% -6.0%
Tax position -46.4%  466.7%  -86.6%  62.2%  102.9%  24.3% -6.0%
Group earnings -280.7% -248.2% -127.8% -20.6% 102.9% 24.3% -6.0%
Profit & Loss (% of Revenues)
Sales revenues 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
finish
= Inventory_changes relating to finished products 3.4% 3.8% 2.9% 15% 0.8% 1.0% 1.0%
ol and work-in-progress
= -
m Othv_sr company-produced additions to plant and 4.8% 2.6% 37% 4.2% 41% 3.3% 3.6%
a4 equipment : :
A al Other income 1.5% 2.1% 2.0% 2.0% 1.9% 1.3% 15%
o Cost of materials and services produced -59.0% -61.9% -55.4% -60.3% -59.1% -58.0% -59.7%
""—.‘“ Gross income 50.7% 48.7% 47.5% 47.4% 47.7% 47.7% 46.4%
- Personnel expenses -25.9% -25.2% -25.5% -25.0% -25.0% -25.3% -25.3%
b1 Deprec@tlon and arr_wmsa_tlon of property, plant 5.0% 13.4% 48% 5.8% 5.0 5.1% 5.0%
= and equipment and intangible assets
- Other expenses -134%  -13.7%  -139%  -135%  -12.9%  -123%  -11.8%
A Operating result (EBIT) 6.3% -3.6% 3.3% 3.0% 4.6% 5.0% 4.4%
Income from investments 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Financial income 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0%
Financial expenses -1.5% -1.5% -1.1% -1.1% -1.0% -0.8% -0.7%
Earnings before taxes (EBT) 4.8% -5.1% 2.2% 1.9% 3.6% 4.2% 3.7%
Tax position -0.3% -1.7% -0.2% -0.4% -0.7% -0.8% -0.7%
Group earnings 4.5% -6.8% 2.0% 1.5% 2.9% 3.3% 3.0%
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5.2 Balance Sheet

wl
£ Balance Sheet - Hoft & Wessel
E Fiscal Year
—
<
.'-‘,_."" Numbers in EUR m 2007 2008 2009 2010E 2011E 2012E 2013E
E Assets
=i
= Current assets
= Lurrent assets
o
] Inventories 23.7 26.9 26.1 24.0 238 24.0 244
Trade recievables 16.8 12.4 17.2 18.0 19.0 20.2 216
Cashand cash equivalents 1.4 0.7 2.7 35 4.6 3.7 1.7
Other assets 3.1 4.5 6.0 6.3 6.7 7.1 7.1
Total current assets 45.0 44.5 519 51.8 54.0 55.0 54.8
Non-current assets
Intangible assets 19.6 10.1 11.0 104 10.8 10.6 11.7
Tangible assets 3.9 35 35 3.1 35 3.7 5.2
Deferred tax assets 5.8 4.2 3.8 35 35 3.2 3.1
Total non-current assets 29.3 17.8 18.3 17.0 17.8 175 20.0
Total assets 74.3 62.3 70.3 68.8 71.9 725 74.9
Equity
Subscribed capital 8.5 8.5 8.5 8.5 8.5 8.5 8.5
Capital reserves 19.8 20.0 201 201 201 201 201
Accumulated retained earnings 7.7 0.9 2.8 4.2 7.2 10.9 14.4
Other equity -1.3 -6.6 -5.9 -5.2 -5.3 -4.8 -4.2
Total equity 34.7 22.8 255 27.6 30.5 34.8 38.8
Non-current liabilities
Staff related provisions 0.6 0.4 0.7 0.8 0.9 0.9 0.8
Financial leasing liabilities 0.3 0.1 0.0 0.0 0.0 0.0 0.0
Financial liabilities to banks 0.1 0.5 3.6 34 3.0 2.2 0.9
Deferred tax liabilities 2.7 3.2 2.7 29 2.7 2.0 1.0
Total non-current liabilities 3.7 4.1 6.9 7.1 6.7 51 2.7
Current liabilities
Provisions 2.2 2.3 2.2 2.1 2.2 2.1 2.0
Currentincome tax liabilities 1.0 0.6 0.6 1.0 0.7 0.7 0.7
Financial leasing liabilities 0.4 0.2 0.2 0.2 0.2 0.2 0.2
— Financial liabilities to banks 6.1 12.4 13.0 10.3 10.7 8.9 9.3
"; Financial liabilities to other lenders 3.6 2.4 0.0 0.0 0.0 0.0 0.0
; Trade payables 14.0 9.0 8.4 8.1 8.9 8.8 8.3
a Advance payments received 4.1 5.4 9.0 8.2 8.2 8.5 8.8
:-j Personnel-related accrued/deferred liabilities 1.0 0.8 0.9 0.9 0.8 0.9 1.6
o Other liabilities 3.7 2.3 3.7 3.3 3.0 2.6 25
:"-1
= Total current liabilities 35.9 35.4 37.8 34.1 34.7 327 33.3
=|
__E' Total equity and liabilities 74.3 62.3 70.3 68.8 71.9 725 74.9
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5.3 Cash Flow Statement

W
+ =
£ Cash Flow Statement - Hoft & Wessel
ey
E Fiscal Year
'E:: Numbers in EUR m 2007 2008 2009 2010E 2011E 2012E 2013E
:"'1
= EBIT 6.2 -3.5 3.1 29 4.7 55 5.2
'__?L' Expenses/income with no impact on payments 0.1 0.2 0.1 0.1 0.2 0.1 0.2
—| Expenses/gains from income taxes -0.5 -1.7 -0.2 -0.8 -0.9 -0.7 -0.8
- Interestincome 0.0 0.1 0.0 0.0 0.0 0.0 0.0
: :: Interest expenses -15 -15 -1.0 -1.1 -1.0 -0.9 -0.8
P Disbursements/deposits for income tax 0.2 0.0 0.0 0.0 0.0 0.0 0.0
Depreciation of fixed assets 5.0 13.1 45 5.7 5.4 5.7 5.8
Increase/decrease in provisions -0.6 -0.1 0.2 0.0 0.2 -0.1 -0.2
Profitloss from retirement of fixed assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Increase/decrease in deferred tax assets capitalised 0.0 1.8 0.4 0.3 0.3 0.3 0.3
Increase/decrease in deferred tax liabilities charged 0.0 0.4 -0.5 0.1 0.0 0.1 0.0
Increase/decrease in inventories -25 -4.0 0.8 21 0.2 -0.2 -0.4
Increase/decrease in trade recievables 0.7 5.6 -4.3 -0.8 -1.0 -1.2 -1.4
Increase/decrease in other assets 0.1 -1.4 -1.5 -0.3 -0.4 -0.4 0.0
Increase/decrease in current income tax liabilities 0.1 -0.4 0.0 0.4 -0.3 0.0 0.0
Increase/decrease in trade payables 2.6 -6.2 -0.5 -0.3 0.8 -0.1 -0.6
Increase/decrease in down payments 2.8 12 3.7 -0.8 0.0 0.3 0.3
Increase/decrease in other liabilities -0.6 -2.0 13 -0.4 -0.3 -0.4 -0.1
Cashflow from current operating activities 12.2 15 5.9 7.3 7.9 8.1 75
Disbursements for investments in property, plant and
equipment -14 -15 -1.3 -1.0 -1.3 -1.3 -14
Deposits from retirement of fixed assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Disbursements for investments in intangible assets 53 -5.2 -3.8 -3.9 -4.3 -4.4 -4.6
Cash flow from investing activities -6.7 -6.8 -5.0 -4.9 -5.6 -5.7 -5.9
Disbursement for finance leasing -0.1 -0.3 -0.1 -0.2 -0.2 -0.1 -0.2
Disbursement from dividend payouts 0.0 0.0 0.0 -0.7 -0.5 -1.0 -1.2
Deposits from taking out financial credit facilities 0.0 5.0 3.0 20 1.0 0.0 0.0
Disbursements from repaying financial credit facilities -6.4 0.0 -1.9 2.7 -1.5 -2.1 21
Cash flow from financing activities -6.4 4.7 1.0 -1.6 -1.2 -3.2 -3.5
Increase/decrease in liquid funds -0.9 -0.6 19 0.9 11 -0.8 -2.0
Cash and cash equivalents at the beginning of the period 23 14 0.7 2.7 35 4.6 3.7
Changes from changes in the basis of consolidation 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Changes in exchange-rate compensation item 0.0 -0.1 0.0 0.0 0.0 0.0 0.0
Cash and cash equivalents at the end of the period 14 0.7 2.7 35 4.6 3.7 17
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6 Valuation
6.1 DCF-Model

In order to determine the fair value, we established a three-stage discounted cash flow model and used
market data for the peer group companies. All data are based on the consolidated financial statements.

Through discounting the operative free cash flows to the valuation date we accommodated the during
the period valuation date. As the valuation date we chose November 1, 2010. As far as non operating
assets are concerned, their value was derived separately and added to the present value of the payouts.

ompany Analysis

C

Tying in with this, the phase of terminal value follows, for which we calculated with a growth rate of
3% p.a.

/ Discounted Cash Flow-Model (Basis 11/2010)

Phase 1
(EUR m) 2010e 2011e 2012e 2013e 2014e 2015e
Revenues 97.6 103.5 1111 117.1 120.6 124.2
Rate of change - 6% 7% 5% 3% 3%
EBIT 29 4.7 5.5 5.2 5.3 5.4
Rate of change - 61% 7% -7% 2% 2%
Margin 3.0% 4.6% 5.0% 4.4% 4.4% 43%
Interest and Shareholding Income -1.1 -1.0 -0.9 -0.8 -1.0 -0.9
EBT 1.8 3.7 4.6 4.4 4.3 5.2
Operational tax expenses -0.4 -0.7 -0.9 -0.9 -14 -1.7
Effective Tax Rate (ex. Interest Income) 20.2% 20.1% 20.0% 20.0% 32.5% 32.5%
Depreciation and Amortization 5.7 5.4 5.7 5.8 6.4 6.4
Depreciation Ratio (% Revenues) 5.8% 52% 5.1% 5.0% 5.3% 52%
Changes in long-term provisions 0.0 0.0 0.0 0.3 0.3 0.3
Proportion of Revenues - - - 0.3% 0.2% 0.2%
Cash Flow -Business needs (change WC) 0.3 -0.5 -1.3 -2.1 -0.6 -0.5
Working-Capital-Ratio (%Revenues) 0.3% -0.5% -12% -18% -0.5% -0.4%
Investments into fixed assets -4.9 -5.6 -5.7 -5.9 -5.6 -5.9
Investments ratio (% Revenues) -5.0% 5.4% -5.2% -5.1% -4.7% -4.7%
Other 0.0 0.0 0.0 0.0 0.0 0.0
Free Cash-Flow 2.6 2.3 24 15 3.3 3.9

Dr. Kalliwoda | Research © 2010
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6.2 WACC

The discount rate was calculated by deriving the weighted cost of capital. We assume that the target
capital structure will not change in the subsequent business years.

Adjustments for debt to current interest were not
WACC Assumptions made. Risk free profitability is based on the average
Growth Propositions profitability of the 30-year bond.

Long-Term grow th rate / Inflation 3.0%

Figuring a risk prime follows the capital asset pricing

Company Analysis

Assimilation Phase (from 2015) 5years . ) )
Revenue grow th in the beginning 10%/ Model (CAPM) and covers in particular the systemic
Margin development (p.a.) +18p; risks (market risk prime esp. company specific risk).
0 The beta value we used to identify the company
Bquity Cost 0 specific risk is based on the performance of the
Long-Ter‘m rlsk-fr.ee rate 3.8% reference index DAX.
Market Risk Premium 5.0%
Beta of the Company / Approximation 1.34
Equity Cost 10.5%
Debt Cost 0
Debt Cost (before tax) 7.0%
Tax rate on Debt interest 30.0%
Debt Cost (after tax) 4.9%
0
Equity Value 34
Market Value of net debt 45
Gearing (Market Values) 131.6%
WACC 7.32%

6.3 Fair Value — Sensitivities

Our derived fair value per share amounts to EUR 4.75. This implies an upside potential of 14 % to the
current share price (EUR 4.17). The modification of the action parameter in terminal value is shown
below in the sensitivity analysis. It shows variance in our derived fair value in variant scenarios.

(EUR) Discount rate (EUR m) Discount rate
R=134 6.82% 7.07% 7.32% 7.57% 7.82% R=134}| 6.82% 7.07% 7.32% 7.57% 7.82%
2.0% 4.72 441 4.13 3.87 3.64 2.0%; 40.11 37.47 35.09 32.88 30.93
- 2.5% 5.09 4.73 441 4.12 3.86 - 2.5%; 43.22 40.19 37.47 35.01 32.80
é 3.0% 5.56 5.13 4.75 4.42 4.12 é 3.0%; 47.21 43.56 40.39 37.56 35.01
© 3.5% 6.16 5.64 5.19 4.79 4.44 © 3.5%; 52.34 47.94 44.07 40.70 37.73
4.0% 6.98 6.32 5.75 5.27 4.84 4.0%; 59.31 53.74 48.89 44,74 41.15
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6.4 Peer Group Analysis

The rating for Hoft & Wessel derived from our DCF model was subjected to a plausibility test by
means of a peer group analysis. We preferably selected companies for this, which are specialized in
data recording or manufacture of cash registers/scanner systems for retail. Multiples approaches are
based on a comparative view, in that suitable multiples are adopted for the company to be rated from
capital market data and financial reporting of stock exchange listed comparative companies.

Initial data from comparative companies (indicated in the respective country currency) originate from
information service provider Reuters.

ompany Analysis

C

Multiples - Peer Group

EV/IEBITDA EVIEBIT P/E EBIT-Margin P/B Ratio
Peer Group 2010E 2011E 2010E 2011E 2010E 2011E 2010E 2010E
Clarity Commerce Solutions plc 5.6 4.0 7.0 4.1 0.1 0.1 8.6% 15
CognexCorporation 115 10.8 14.0 12.7 20.5 19.4 25.1% 2.9
DATALOGIC SpA 7.7 7.0 10.5 9.3 15.7 14.1 9.7% 2.5
initinnovation in traffic systems AG 7.7 7.0 9.0 8.0 12.8 12.0 19.8% 3.8
Intermec Inc. 21.7 9.1 577.8 13.7 622.5 28.3 0.1% 1.6
Metrologic Group SA 7.1 6.5 7.3 6.7 17.3 16.0 41.8% 22
Microvision, Inc. neg. neg. neg. neg. neg. neg. -640.5% 3.6
NCR Corporation 6.9 6.2 10.0 9.1 10.0 8.9 4.2% 4.2
Psion plc 8.3 59 13.1 8.9 0.2 0.2 4.0% 0.7
Zebra Technologies Corp. 11.6 10.5 14.5 12.8 227 20.2 14.6% 3.2
Median 7.7 7.0 10.5 9.1 15.7 14.1 9.1% 2.7
Hoft & Wessel AG 5.0 4.6 13.1 9.8 18.1 11.9 3.0% 14
Discount (-)/Premium (+) -35.35 -34.25 24.84 7.16 15.24 -15.61 -49.0
Valuation Range 3.13EURt0 6.21 EUR
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7 Contact
Ei Hoft & Wessel AG Dr. Arnd Fritzemeier
= Rotenburger Str. 20 Tel.: +49 (0) 511 6102-300
o Fax: +49 (0) 511 6102-873
.1-4: 30659 Hannover E-Mail: ir@hoeft-wessel.com
= W Riisterstrale 4a
= DR. KALLIWODA 60325 Frankfurt
= RESEARCH GmbH Tel.: 069-97 20 58 53
E www.kalliwoda.com
o Primary Research | Fair Value Analysis | International Roadshows

Head: CEFA-Analyst;  University  of | Sectors: IT, Software, Electricals &
Dr. Norbert Kalliwoda Frankfurt/Main; PhD in Economics; | Electronics, Mechanical
E-Mail: nk@kalliwoda.com Dipl.-Kfm. Engineering,
Logistics, Laser, Technology, Raw
Materials
Michael John Dipl.-Ing. (Aachen) Sectors: Chemicals,  chemical
E-Mail: mj@kalliwoda.com engineering, basic metals, renewable

energies, laser/physics

Dr. Thomas Krassmann Dipl.-Geologist, M.Sc.;University Sectors: Raw Materials, Mining,
E-Mail: tk@kalliwoda.com of Gottingen & Rhodes Precious Metals, Gem stones.
University, South Africa;

Maximilian F. Kaessens Bachelor of Science in Business | Sectors: Financials, Real Estate
E-Mail: mk@kalliwoda.com Administration  (Babson College
(05/2012), Babson Park, MA (US))

Dr. Christoph Piechaczek Dipl.-Biologist; Technical | Sectors: Biotech & Healthcare;
E-Mail: cp@kalliwoda.com University ~ Darmstadt; Univ. | Medical Technology Pharmaceutical
Witten-Herdecke.

Kolja Schick - Freiherr von | Dipl.-Kaufmann, (University | Sectors: Consumers, Automotives,
Flotow Frankfurt/Main). Automotive Suppliers, Mechanical
E-Mail: ks@kalliwoda.com Engineering
Dr. Erik Schneider Dipl.-Biologist; Technical | Sectors: Biotech & Healthcare;
E-Mail: es@kalliwoda.com University Darmstadt; Univ. | Medical Technology Pharmaceutical
Hamburg.
David Schreindorfer MBA, Economic Investment | Sectors: IT/Logistics; Quantitative
E-Mail: ds@kalliwoda.com Management;  Univ.  Frankfurt/ | Modelling
Univ. lowa (US).
FE Hellmut Schaarschmidt; Dipl.-Geophysicists; University of | Sectors: Oil, Regenerative Energies,
- E-Mail: hs@kalliwoda.com Frankfurt/Main. Specialities Chemicals, Utilities
]
4 Nele Rave Lawyer; Native Speaker, German | Translations English
= E-Mail: nr@kalliwoda.com School London,
£
:—- Also view Sales and Earnings Estimates: Analysts of this research:
S Dr .Norbert Kalliwoda, CEFA  Kolja Schick—von Flotow

DR. KALLIWODA | RESEARCH on Terminals of
Bloomberg - m
Thomson Reuters = &F
vwd group 1
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8 DISCLAIMER

W
- BUY On a basis of our prognoses the stock should have a
| performance of at least 10% in the following 12 months.
__E ACCUMULATE On a basis of our prognoses the stock should have a
. performance of between 5% and 10% in the following 12
o months.
= HOLD On a basis of our prognoses the stock should have a
=3 performance of between minus 5% and plus 5% in the following
E 12 months.
e REDUCE On a basis of our prognoses the stock should have an
= underperformance of between minus 5% and minus 10%.

SELL On a basis of our prognoses the stock should have an

underperformance of at least minus 10%

Additional Disclosure/Erklarung

DR. KALLIWODA | RESEARCH GmbH prepared this analysis on the basis of broadly accessible
sources, which are regarded as reliable. We work as precisely as possible. We cannot however
guarantee for the balance, precision, correctness and wholeness of the information and opinions.
This study does not replace personal advice. This study is not regarded as invitation to the
purchase or sale of the installation-instruments discussed in this study. Therefore, DR.
KALLIWODA | RESEARCH GmbH advises to turn to your bank-advisor or trustees before an
investment-disposition.

In the United Kingdom this document is only intended for distribution to persons described in
Section 11(3) of the Financial Services Act 1986 (Investments Advertisements) (Exemptions) Order
1996 (in the latest amended version), and may not be passed on either directly nor indirectly to
another group of persons. Neither this document nor a copy thereof may be sent or taken to or
distributed in the United States of America, Canada or Japan or their territories or possessions nor
may it be distributed to a US person as defined by the terms of the US Securities Act 1933 or to
persons resident in Canada or Japan. Distribution of this document in other jurisdictations may be
limited by law and persons in possession of this document should inform themselves of any
restrictions and comply with these. Any failure to comply with these restrictions may represent a
breach of a current securities act.

DR. KALLIWODA | RESEARCH GmbH as well as co-workers may hold positions in any securities
mentioned in this study or in connected investments and may increase or sell their holdings in
these securities or connected investments.

Possible conflicts of interest

Neither DR. KALLIWODA | RESEARCH GmbH nor any affiliated company

a) hold an interest of 1 percent or more of the equity capital of the company being covered in
this report;

b) were involved in an emission of investments that is object of this study;

C) hold a net-sale position of the shares of the analyzed business of at least 1 percent of the
share capital;

d) have serviced the analyzed investments based on any contract with the emitter on the

stock exchange or in the market.

There is a contractual relationship only with the business of Hoéft & Wessel AG and DR.
KALLIWODA |RESEARCH GmbH for the preparation of research studies.

Through the assumption of this document, the reader / recipient accepts the obligations in these
disclaimers.
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DISCLAIMER

The information and opinions in this analysis were prepared by DR. KALLIWODA |
RESEARCH GmbH. The information herein is believed by DR. KALLIWODA |
RESEARCH GmbH to be reliable and has been obtained from public sources believed to
be reliable. With the exception of information about DR. KALLIWODA | RESEARCH
GmbH, DR. KALLIWODA | RESEARCH GmbH makes no representation as to the
accuracy or completeness of such information.

Opinions, estimates and projections in this report constitute the current judgement of the
author as of the date of this analysis. They do not necessarily reflect the opinions,
projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate, except if research on the subject company is withdrawn. Prices and availability
of financial instruments also are subject to change without notice. This report is provided
for informational purposes only. It is not to be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy in any jurisdiction. The financial instruments discussed in this
report may not be suitable for all investors and investors must make their own investment
decision using their own independent advisors as they believe necessary and based upon
their specific financial situations and investment objectives. If a financial instrument is
denominated in a currency other than an investor’s currency, a change in exchange rates
may adversely affect the price or value of, or the income derived from, the financial
instrument, and such investor effectively assumes currency risk. In addition, income from
an investment may fluctuate and the price or value of financial instruments described in
this report, either directly or indirectly, may rise or fall. Furthermore, past performance is
not necessarily indicative of future results.

This report may not be reproduced, distributed or published by any person for any
purpose without DR. KALLIWODA | RESEARCH GmbH’s prior written consent. Please
cite source when quoting.
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