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Production

m  New orders came in strong increasing 13% to €117.3m lifting the order backlog to €124m.
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1. Quarterly Results
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New orders came in strong increasing 13% to €117.3m lifting the order backlog to €124m. Revenues and
earnings on a group level came in at our expectations. Disappointing margins in the energy segment were
fetched by a strong performance in the production segment. While the financial expenses stayed stable the
tax burden increased. Combined all effects resulted in a quarterly net income equal to previous year and
earnings per share of €0.09. The cash flow from operations increased 35% giving the company a liquidity
cushion of €29,6m.
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Quarterly Results - Segment Energy

External Revenues in m Euros, Total Revenue Margins Operating Expenses in m Euros, Depreciation
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E Whereas revenue increased slightly in the energy segment, the earnings result came in disappointing.
E Margins deteriorated due to investments in the export structure and energy network infrastructure almost
E doubling operating expenses while material expenses decreased considerably and labor costs stayed stable.
U According to the company the investments will enable it to increase the share of maintenance revenues from
g orders related to the smart grid area in 2012. The recent dynamic developments together with an uncertain
regulatory environment prolonged the planning phase of energy operators' sizeable investments. However we
% await orders to step in by mid-2012.
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The results in the segment production came in surprisingly good representing its best year-to-date third
quarter performance since years. While material costs grew slightly less, labor costs only grew half the rate
of revenue growth, showing effects of scale. As a result quarterly margins increased to double digits. New
orders came in from steel manufactures who are expecting an increased demand in steel tube due to the
global pipeline buildup. During the last quarter the entry in the Asian market succeeded in the area of
commodity extraction and several new logistics contracts could be signed.
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Quarterly Results — Segment Infrastructure Quarterly Results - Segment Infrastructure
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When looking at the performance of the infrastructure segment keep in mind the sold telecommunications
unit at the end of 2010. Several large scale contracts during the last quarters were signed amounting to a
large order backlog in the segment. The company expects this to contribute to an increase in revenues and
earnings at the end of this year.

2. Investment Case

Strong Market Position We view PSI’s competitive position as very strong and stable. PSI enjoys a first
mover advantage in many of its product areas. It is the leader in volume in many of its markets and its
software products carry unique features making it a quality leader in further market niches where it
endeavors the position as volume leader. We view its success as the result of the company’s focus on its core
competency in network control systems and experience in this area, the ability to spot market trends and
innovate having a highly specialized workforce and last but not least the company’s pilot project
development approach.

Dynamic Growth Potential All company segments envision organic and inorganic growth. In the energy
segment the development of a smart grid in Germany’s medium-voltage system should trigger orders as soon
as utility providers face a stable regulatory environment and concluded their infrastructure plans which we
currently expect to be the case next year. Adding to this dynamic with a lag, the development of a smart
layer in the low-voltage system is expected with the timing depending on the growth of renewable energy
production among households and firms. Germany is a forth comer with the development its electricity
network due to high costs and the trend in renewable energies which both should be enforced by the recent
decision to exit nuclear energy. As a first-mover and current market leader PSI will be able to export its
products in the long-term if other countries follow Germany’s approach. However the scale effects from
exports will be bounded by the fact that foreign networks are very different and considerable software
adjustments are expected to be necessary. In the developing markets smart grid products will not be able to
include a forecast related software component due to lack of data, diminishing the efficiency and therefore
attractiveness of a smart grid establishment.

As the leading software developer in the steel market worldwide the production management segment faces
further growth potential through the in 2010 developed mining control system. Already customers from
China have acknowledged interest in the product. A further strong sales channel for the product to existing
steel customers could developer if the trend of vertical integration by steel companies facing fluctuating
input prices continues.

The segment of infrastructure not only produces stable revenue streams through a large share of government
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related contracts, but also growth potential due increased need of traffic management systems in the
increasing metropolitan areas around the world.

Business Risk Overall PSI’s customers are from very cyclical sectors. The exposure to business cycle risk
is somewhat diminished by the fact that the company delivers products mainly related to efficiency and cost
cutting gains. The company works on increasing its share of large rollout contracts enabling it to receive
large upfront payments and a larger share of maintenance revenue resulting in a more stable the revenue
stream and higher cash flow.

Margin Improvement Expected We expect margins to increase as software related revenues are expected
to increase, especially due to the high growth in the energy segment. The effect will be enforce though a
lowering of costs through the lower product development costs and costs of finishing the product platform
and related gains in efficiency. Labor costs are expected to decrease as the production of standardized
product features will be moved to Eastern European markets where mathematically skilled labor force is
available. We view the near-shoring together with the newly developed product platform as strategically
important factors. They free capacity of the highly specialized inland workforce such as electrical engineers
with software skills which can so forth focus on innovations. This lessens the dependence on the tight
software engineering labor market.

Company Analysis

3. Stock and Shareholder Structure

Stock Price Development Shareholder Structure
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Since the beginning of September the stock is part of the TecDax which should increase the liquidity in the
shares. There exists speculation among investors and analyst about PSI being an attractive takeover target
which could provide a bottom to the stock price performance.

4. Conclusion

As the kick-off in the smart grid arena takes longer than anticipated we adjust our revenue forecasts
downwards by 2%. The company revised its EBIT guidance for the current year to €11m. Investments in the
energy segment came in larger as expected and a pickup in business is a necessary step of achieving the
company's goal of double digit margins. We believe the company will meet the upper end of its renewed
EBIT guidance at the end of this year and adjust our estimates downwards from previous €13m. This results
in a target price of €20.00. Our investment case remains intact. Concluding, we rate the stock of PSI AG as a
BUY.
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5. Financials

5.1.Profit & Loss Statements

PSI AG | Update | November 2011

Profit & Loss Statement

Fiscal Year

Figures in mio. € 2007 2008 2009 2010 201le 2012e
Revenues 123,2 128,9 147,0 158,7 169,3 185,6
Other Operating Income 3,2 2,5 3,6 6,7 51 56
Cost of Revenues 25,7 22,2 28,4 26,2 27,0 28,6
Gross income 97,5 106,7 118,6 132,5 1474 162,6
Personnel expenses 71,8 75,3 83,6 94,2 101,2 111,0
Depreciation and amortization 3,1 2,6 3,6 4.4 3.2 35
Other operating expenses 21,7 24,9 27,1 31,0 32,2 315
Operating Result 41 6,2 7,8 9,5 10,8 16,6
Financial profit / loss 1,1 -1,0 -0,9 -1,6 -1,7 -19
Earnings before taxes 2,9 53 7,0 7,9 9,0 14,7
Taxes on income 11 11 0,3 0,8 1,8 3,7
Consolidated net profit 1,9 4,1 6,6 7,1 72 11,0
Shares outstanding (million) 12,11 12,11 15,70 15,70 15,70 15,70
Earnings per share 0,15 0,34 0,42 0,45 0,46 0,70
Profit & Loss (Year on Year)

Revenues 5% 5% 14% 8% 7% 10%
Other Operating Income 5% -23% 47% 86% -24% 10%
Cost of Revenues 7% -14% 28% -8% 3% 6%
Gross income 5% 9% 11% 12% 11% 10%
Personnel expenses 1% 5% 11% 13% 7% 10%
Depreciation and amortization 0% -15% 38% 22% -27% 9%
Other operating expenses 3% 15% 9% 14% 4% -2%
Operating Result 288% 53% 26% 22% 13% 54%
Financial profit / loss -19% -15% -8% 87% 7% 10%
Earnings before taxes - 80% 32% 13% 15% 62%
Taxes on income - 7% -70% 144% 118% 103%
Consolidated net profit 335% 121% 59% 7% 3% 52%
Shares outstanding (million) 0% 0% 30% 0% 0% 0%
Earnings per share 3,35 121 0,23 0,07 0,03 0,52
Profit & Loss (% of Revenues)

Revenues 100% 100% 100% 100% 100% 100%
Other Operating Income 3% 2% 2% 4% 3% 3%
Cost of Revenues 21% 17% 19% 17% 16% 15%
Gross income 79% 83% 81% 83% 87% 88%
Personnel expenses 58% 58% 57% 59% 60% 60%
Depreciation and amortization 3% 2% 2% 3% 2% 2%
Other operating expenses 18% 19% 18% 20% 19% 17%
Operating Result 3% 5% 5% 6% 6% 9%
Financial profit / loss -1% -1% -1% -1% -1% -1%
Earnings before taxes 2% 4% 5% 5% 5% 8%
Taxes on income 1% 1% 0% 1% 1% 2%
Consolidated net profit 2% 3% 4% 4% 4% 6%
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Balance Sheet
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]
iy Fiscal Year

m
..E Figures in mio. € 2007 2008 2009 2010 2011e 2012e

- Assets

=

<

L Non-current assets

= -

EI Property, plant and equipment 7.8 8,0 9,3 13,7 15,1 16,6
r i Intangible assets 2,1 25 4.7 2,7 25 23
~ Goodwill 12,9 16,2 43,9 43,9 43,9 43,9

Long term investments 2,1 25 4.7 2,7 25 2,3
Other long term Assets 3,6 2,4 2,9 4,3 1,7 1,7
Sum non-current assets 26,4 29,0 61,2 65,0 63,5 64,9
Current assets

Inventories 1,0 1,7 2,8 3,4 0,3 0,3
Total receivables, net 41,4 459 66,4 65,2 65,8 69,4
Other assets 19,0 23,7 20,8 28,9 435 57,7
Cash and cash equivalents 64,1 73,6 93,5 104,2 115,0 133,1
Sum current assets 64,1 73,6 93,5 104,2 115,0 133,1
Total assets 90,6 102,6 154,7 169,2 178,5 198,0
Equity and Liabilities

Shareholders' equity

Subscribed capital 31,0 30,5 40,2 40,2 40,2 40,2
Capital reserves 31,8 31,6 35,2 35,1 35,1 35,1
Retained earnings -33,4 -28,4 9,1 -7,2 -3,1 4.6
Sum equity 29,4 33,7 66,3 68,1 72,2 80,0
Non-current liabilities

Non-current loans 0,0 0,0 0,8 57 6,7 7,7
Deferred tax liabilities 2,0 2,2 2,3 1,7 3,3 35
Other non-current liabilities 27,4 26,7 30,1 33,6 33,2 35,0
Sum non-current liabilities 29,4 28,8 33,3 41,0 43,2 46,2
Current liabilities

Trade payables 94 9,6 14,6 15,4 15,9 17,7
Accrued expenses 22,1 30,2 39,0 42,2 45,1 51,9
Financial liabilities 0,3 0,3 1,6 25 2,1 23
Sum current liabilities 31,7 40,1 55,2 60,1 63,1 71,9
Total equity and liabilities 90,6 102,6 1547 169,2 178,5 198,0
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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 peer group companies. All data are based on the consolidated financial statements.

Through discounting operative free cash flows to the valuation date we accommodated the during the period
valuation date. As the valuation date we chose the first of November 2011. As far as non-operating assets are
concerned, their value was derived separately and added to the present value of payouts.

Tying in with this, the phase of terminal value follows, for which we calculated with a growth rate of 2.5%
p.a.

/ Discounted Cash Flow-Modell (Basis 11/2011)

Phase 1

(mEUR) 2011e 2012e 2013e 2014e 2015e 2016e
Revenues 169,32 185,57 202,65 221,38 241,93 264,46
Rate of change 0% 10% 9% 9% 9% 9%
EBIT 10,78 16,57 21,28 24,53 28,18 32,32
Rate of change B% 54% 28% 5% 5% 5%
Margin 6,4% 8,9% 10,5% 1% 11,6% 22%
Interest and Shareholding Income -1,74 -1,91 -2,08 -2,27 -2,48 -2,72
EBT 9,04 14,66 19,20 22,25 25,69 29,61
Operational tax expenses -1,81 -3,66 -5,76 -6,68 -7,71 -8,88
Effective Tax Rate (ex. Interest Income) 20,0% 25,0% 30,0% 30,0% 30,0% 30,0%
Depreciation and Amortization 3,22 3,52 3,85 4,22 4,63 5,07
Depreciation Ratio (% Revenues) 19% 19% 19% 19% 19% 19%
Changes in long-term provisions 1,64 0,18 0,33 0,35 0,39 0,42
Proportion of Revenues 1,0% 0,1% 0,2% 0,2% 0,2% 0,2%
Cash Flow -Business needs (change WC) 8,45 2,15 -2,20 1,38 -2,93 -3,49
Working-Capital-Ratio (YoRevenues) 5,0% 12% -11% 0,6% -12% -13%
Investments into fixed assets -4,39 -4,83 -5,32 -5,86 -6,46 -7,12
Investments ratio (% Revenues) -2,6% -2,6% -2,6% -2,6% -2, 7% -2,7%
Other 0,00 0,00 0,00 0,00 0,00 0,00

Free Cash-Flow

Dr. Kalliwoda | Research © 2011
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6.2. WACC

The discount rate was calculated by deriving the weighted average 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 made. Risk free profitability is based on
the average profitability of the 30-year

WACC Annahmen

Wachstumspramissen
Langfristiges Wachstum/ Inflationsrate 2,5% treasury bond.

Angleichungsph 2017 o . . _
ngleichungsphase (ab 2017) SJahre | Eiouring a risk prime follows the capital
Anfangsw achstum des Umsatzes 9,0%

«3pp| asset pricing model (CAPM) and covers in
particular the systemic risks (market risk

Company Analysis

Margenentw icklung (p.a.)

Eigenkapitalkosten prime esp. company specific risk). The beta
Lér‘]gfrlstlgt‘ar r|3|koloser-stsatz - 3,8% value we used to |dent|fy the company
Risikopramie Markt / Aktienmarktrendite 5,0% . .

Beta des Unternehmens (Naherung) 103 | Specific risk is based on the performance of
tensatz 9.0% the reference index DAX.

Fremdkapitalkosten

Fremdkapitalkostensatz (vor St.) 7,0%

Steuersatz auf Fremdkapitalzinsen 30,0%

Fremdkapitalkostensatz (nach St.) 4,9%

Wert des Eigenkapitals 304

Wert des Fremdkapitals 8

Gearing 2, 7%

WACC 8,84%

6.3. Fair Value — Sensitivstes

Our derived fair value per share amounts to EUR 2001. This implies an upside potential of 23.6 % to the
current share price (EUR 17.21). 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.

Sensitivity analysis Fair value per share

Sensitivity analysis___Marketcapitalization

(EUR) Discount rate W(EU'}'? m)' Discount rate
3=1,03 8,34% 8,59% 8,84%  9,09% 9,34% 3=103] 834% 8,59% 8,84% 9,09% 9,34%
1,5% 20,36 19,50 18,71 17,98 17,29 1,5%| 319,59 306,22 293,80 282,22 271,41
2,0% 21,10 20,17 19,31 18,52 17,78 2,0%} 331,31 316,73 303,24 290,73 279,10
g 2,5% 21,98 20,95 20,01 19,14 18,34 g 2,5%| 345,03 32896 314,18 300,54 287,92
3,0% 23,01 21,87 20,83 19,87 18,99 3,0%) 361,32 34337 32698 311,95 298,12
3,5% 24,27 22,97 21,79 20,73 19,75 3,5%] 380,96 360,61 342,18 325,41 310,08
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Appendix

Segment Energy

PSlcontrol:
PSlcommand:
PSlpassage:

PSlcontrol:
PSlcomcentre:
PSlfetch:
PSlganesi:
PSlpipelines:
PSltransport:

DAISY:
GAPS:
PSImarket:
R-Win®:

PSlcontrol/FG:

PSI AG | Update | November 2011

PSI Division Electrical Energy

Control system for managing electricity grids.
Assignment system for maintenance and disturbance management in energy networks.
Grid utilization management for operators of electrical transportation and distribution grids.

PSI Division Gas and Qil

Control system for the oil and gas market.

Modular communication system for communication amongst market participants in the energy market.
Remote meter readout, remote parameterization, monitoring of incoming calls for the gas market.
Network simulation system for the gas market.

Pipeline management system for oil and gas pipelines.

Transportation management system for the gas market.

PSI Busing und Buchwald GmbH

System for the allocation and invoicing of special contracts in the liberalized gas market.
Analysis and planning system for the gas sector.

Energy trading and sales system.

Solution for the technical auditing and calibration of gas metering systems.

PSI Nentec GmbH

guaranties a flexible, scalable and secure process interfacing of telecontrol substations to the control center in the
area of energy

PSlcommand/CBX: The CommBox is a powerful on-board unit for telematic applications inside emergency vehicles.

Segment Production

PSImining:
PSltraffic:

PSImetals:

PSImes:
PSlpps:
PSlpenta:

PSImaintenance:

PSlglobal:
PSltms:
PSlwms:
PSlicontrol:
PSlairport:

Qualicision®:

PSI Production GmbH

Instrumentation and control of the production supervision of mines.
Supervision and visualization of the infrastructure of the traffic telematics.

PSI Metals Group

Complete sector solution for the entire value added chain in the metals industry.

PSIPENTA Software Systems GmbH

Modular Manufacturing Execution System for manufacturing companies.

Production and Planning System (PPS) for the machine and plant construction industry and the automobile.
Enterprise Resource Planning (ERP) solution for the machine and plant construction and the automobile industry.
Solution fort he maintenance and repair of machines, plants and vehicles.

PSI Logistics GmbH

Software for planning, analysis and optimization of logistics networks.

Optimizes transportation processes, supports routine activities, assures transparency in the transportation planning.
Warehouse Management System for industrial and logistics companies.

Control System for visualization, tracking and tracing of logistics processes.

Solutions with a focus on passenger, baggage and cargo handling.

F/L/S Fuzzy Logik Systeme GmbH

Qualicision® is a software and consulting concept aimed at assuring and optimizing the process quality by means of
intelligent data collection, analysis and balance between target and criteria conflicts.
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Segment Infrastructure

PSI Transcom GmbH - Division Public Transportation

PSltraffic: PSltraffic is a powerful automated platform for visualizing, monitoring and dispatching as well as for managing
’ vehicles and transport processes in public transport.

PSltraffic/ITCS: Automated Vehicle Management for buses, trams and trains in public transport, group call.

PSitraffic/Info: State-of-the-art passenger information, innovative display technologies, passenger information via internet or

mobile devices, acoustic announcements.

. . Depot Management for buses and trams with fully automatic disposition, failure management, central control of
PSltraffic/Depot: . ;
unmanned depots, real-time RFID-tracking.

Company Analysis

PSI Transcom GmbH - Division Safety

PSlecontrol: Control system for monitoring data and predicting environmental disasters.

Source: Company
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Contact
PSI AG

DircksenstraRe 42-44
D-10178 Berlin
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Tel.: + 49 (0) 30 / 28 01 - 27 27
Fax: + 49 (0) 30 / 28 01 - 10 00
Head of IR: Herr Karsten Pierschke
Mail: ir@psi.de
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DISCLAIMER
A BUY On a basis of our prognoses the stock should have a performance of at
‘@ least 10% in the following 12 months.
T"-;‘ ACCUMULATE On a basis of our prognoses the stock should have a performance of
= between 5% and 10% in the following 12 months.
« HOLD On a basis of our prognoses the stock should have a performance of
= between minus 5% and plus 5% in the following 12 months.
| REDUCE On a basis of our prognoses the stock should have an underperformance of
= between minus 5% and minus 10%.
E SELL On a basis of our prognoses the stock should have an underperformance of
r:: at least minus 10%
Pt

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 PSI 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 or 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.

Company Analysis

=
=
)
=
m
LU
il
)
=
-
e
+ =
-
-
=N
L

Dr. Kalliwoda Research GmbH | Primary Research



