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Ready to grow again after transition year

Company Analysis

Overview _ m As expected, PSI's 2013 results came in weakeryy-@thile revenues
Industry: IT Services & Software . i
Country: Germany declined by 2.5% to €176.3m, EBIT (-67.6% to €4.2and net income
ISIN: DEO00A1K0300 (€0.4m vs. €9.4m in 2012) were much lower than yastr due to one-off
Reuters: PSAGNn.DE . .
Bloomberg: PSAN GR effects and higher deferred tax assets. Howevelerdnacklog and intake
Website: www.psi.de remained stable y-o-y at €118m (2012: €118m), retspdy €185m (-1.6%
y-0-y).
Last price: 13.01 . .
High Low ™ The strongest segment in 2013 was Infrastructurenagement, with
Price 52 W.: 1664  11.32 revenues of €31.3m (+7.3% y-0-y) and an EBIT magdii0.4%. The area
Market cap. (EURm) 203.95 benefitted from strong business development in I5&atst Asia and Poland.
Number of shares (m) 15.68 )
On the other hand, Energy management (€61m, -2-04;yEBIT margin
of 1%) and Production management (€84.1m, -6% y-BBIT margin of
Shareholders 1.7%) both suffered from higher development costharite-downs.
RWE AG 17.77%
Employee consortium 935% W Due to weaker net income the operating cash flowtwewn from €0.8m in
Erafvi?ldetf Singh 62;3; 2012 to €-0.1m. With €-3.9m (2012: €-2.8m), theefmsh flow was also
ee floa .78%
negative. As the cash flow from financing equaled€t7.2m due to a
dividend payout of €0.20 per share and a repayroémtebt, PSI's cash
Performance position went down by €11.5m since January 2013wé¥@r, both liquid
4 weeks -8.68% funds (€21.8m) and net gearing (37.5%) remained &ery comfortable
13 weeks -3.73% level.
26 weeks 8.68%
52 weeks '1?22”;0 m We have adjusted our estimates for PSI and WAC@odlgh compared to
YTD -5.01% )
management’s guidance (+5-10% revenue growth y#ByT of €12m), we
are cautious for 2014, our 12-months DCF-basecd: fgaiget increases from
Dividend LR o previously €13.20 to €13.80. Due to its producttjoiio around the trend
in in %
2011 025  1.92% topic “Production, Resource and Work Efficiencyt) mcreasing share of
2012 030  2.31% high-margin software license and maintenance feesvell as growing
28125 g:gg (2):2(1)02 exports, which have increased from 13% of totaésah 2004 to 53%, we

52-Week Chart

see great potential for PSI in the long run. Thlespite current weakness
we maintain our ACCUMULATE rating for the stock.

EUR PSI AG, RIC: PSAGNn.DE Key Flgures
20,7
15,7 W in EURm 2011 2012 2013 2014E  2015E 2016E
10,7
Net sales 169.54  180.89 176.33  186.56  195.88 204.31
5,7 EBITDA 14.65 16.92 7.99 14.68 17.17 20.57
o EBIT 10.67 12.89 417 10.63 12.93 16.14
"pri3 ML13  Okei3 Janid  Apr.id Net income 7.44 9.36 0.37 6.60 8.14 10.32
EPS 0.47 0.60 0.02 0.42 0.52 0.66
Analyst BVPS 4.60 4.70 4.29 4.42 462 4.92
Dr. Norbert Kalliwoda
Email: nk@kalliwoda.com . . . . . .
Phone: 449 69 97 20 58 53 ROE _ 10.560A> 12.770A) 0.53;@ 9.670A) 11.49043 13.8(:)&
www Kalliwoda.com EBIT margin 629%  7.12% 236% 570%  6.60 % 7.90 %
PIE 27.68 21.79 549.74 30.88 25.05 19.77
P/BVPS 2.83x 2.77x 3.03x 2.95x 2.81x 2.65x
EV/EBITDA 15.65x  13.55x 28.69x  15.62x  13.35x 11.14x
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1 Company profile

PSI AG is a group of companies with 1,692 employedsch develops and distributes software product
solutions for process control. These solutions rmate complex core processes of PSI's customers in
the segments Energy, Production and Infrastruattaeagement. PSI, which was founded in 1969,
operates at numerous German and international isitEsirope, Asia and North America. It develops
software products and complete systems for theatiper of large energy networks and complex
production and logistics processes with the objectb design customers’ value creation processes
more efficiently. In the segment Energy managensgstems, PSI provides solutions for operations’
management, network utilization, pipeline managemkerakage detection and localization, portfolio
management, energy trading and distribution. Thgmeat Production management creates
optimization and control-technical solutions fobguction, telematics, logistics, metals and minilmg.
the Infrastructure segment, the company supplilegisos for traffic systems.

Company Analysis

2 Investment case

In the near future, the key development to be watahill be PSI's success in the energy infrastmectu
game in Germany. In our view, software systemdHercontrol of energy networks are associated with
high switching costs. Energy providers will eitlsgritch suppliers or decide to stick to them in lthreg

run. Only the winners of the game will face attraetupgrades and maintenance revenues. Given the
number of energy networks, there is no room foryramnvivors. Coming out as a winner will also clear
the way for exports of energy products to countties follow Germany’s approach in the long run.
Many other growth opportunities besides energytéarsPSI, however due to the stated reasons e larg
part of the company’s value depends on its sudodbe German energy segment.

PSI's management expect not only increasing rev&bue also significant margin improvements. The
main drivers of the latter are expected to be ¢h)eseffects through exports (2) transformatiorP 61

into a pure software company (3) lower averagerl@osts resulting from a higher share of the labor
pool in target export markets with lower wages éfjdefficiency improvements stemming from a new
technology platform. Management expect to increasenues by an average of 8% a year, while
raising EBIT margins by 1% to 2% a year until 208@.that year, 800 of the then 2,000 employees are
expected to work in export markets. In the futmnenagement plan to generate 65% of total revemues i
the growth markets Brazil, Canada, Eastern Eur@pssia, Asia, Middle East and Turkey. For full-year
2014, PSI guides for revenue growth of 5-10% yang an EBIT of €12m.

We view PSI's competitive position as strong dughte company’s focus on its core competency in
network control flow systems and experience in #inea. In the past, the company has proved tolbe ab
to spot market trends and to position itself acitglg to benefit from these trends. In our vievs it
dominant market position, specialized workforcdlitglto innovate and to react flexibly given itizs

and software focus provide valuable competitiveaatlages as well as entry barriers particulariyha t
German energy market. We believe that PSI is wasitppned to benefit from its growth opportunities
and reach its stated goals. Our investment casedbasluation does not include a premium for a
potential takeover of PSI by a competitor. Howewee, note that speculation about a takeover does
provide a bottom for the share price.
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Company Analysis

3

Strengths Weaknesses

Opportunities

PSI AG Gesellschatft fiir Produkte und Systeme deritmationstechnologie | Update | April 2014

SWOT Analysis

PSI's focus on core competencies in process control ¢ Buyers force: PSI main customers operate in capital
technology with decades of experience, along wih i intensive sectors which naturally consist of a famge
innovation strength and a highly specialized worgéo players. PSI itself is a medium sized player tasyl
are important competitive advantages and creaty ent in an unfavorable negotiating position. However 3
barriers. PSI's products are of high functionality, resulting pricing power of its customer is lessebgd
complexity and carry many unique featuresPSlI the facts that software expenditures should resembl
enjoys a first mover advantage and is the quality a smaller portion of PSI customers overall budgeat th
volume leader in many of its key growth areas, dlgme PSI produces high-quality products that make #
energy smart grid infrastructure, gas & oil, metals customer’s operation more efficient translatingfast
mining and infrastructure. amortization, and PSI's complex products are mainl
located in important parts of the value chain wher¢

Pilot project approach: When entering new product o ) )
quality is more important than price.

and geographic markets the company works together
with sector leaders on pilot projects. Performihg t °*Business cycle risk:PSI's customers are mainly from
research and development decentralized at theidocat Very cyclical sectors. The exposure to businessecyc
of demand translates into a close customer reltipn sk is somewhat diminished by the fact that thg
a gain of sector knowledge, lower market entry,ragk ~ company delivers products mainly related to efficie
well as the mitigation of financial risk. and cost cutting gains.

Energy segment:The ,Energiewende” gives PSI the e Increasing rivalry among competitors in the Energy
potential to achieve scale effects by shiftingeitssting Infrastructure market: Large hardware suppliers
product portfolio from high voltage systems to lowe recently acquired PSI's software competitors. Oa th
network levels. Additionally, the demand for new one hand, this permits them to differentiate thdwese

software solutions such as volatility and resource from fellow hardware suppliers. If on the othenda

software components, gas network control systerds an the intention was to gain control of the energytwsafe

software solutions for energy storage systems will market then rivalry will intensify e.g. by price
increase. competition or hardware suppliers locking their
systems to alien software providers. Managemerd no
that PSI enjoys greater economic independence |n
acquiring software related contracts relative te it
software competitors, which are now entangled if
powerful hardware divisions.

Production segment: New sensor and network
technology increases data availability in productio
processes. This opens up new markets for PSI saftwa
solutions, which make production processes more
efficient. Recent market entries by PSI are PSingjni
and solutions for the turbine manufacturing andrait  +A lack of qualified staff evoked from a current
maintenance sectors. In the automobile sector, newstructural shortage of supply in the software labo

product developments should lead to more orders. sector would impede the seizure of the company’s

~ opportunities. PSI mitigates the risk by investing
Export growth: PSI focuses on Eastern markets as it heavily in the training of its employees and

sees the greatest growth potential there whileeatiyy collaborating with universities. Part of the roatin

facmg low competition locally. A positive eff.ect software development has been moved to Eastefn
besides larger revenues and scale effects is theEurope and the technology platform enables ah

diversification away from a sole dependency _on the efficient knowledge transfer and standardizatiomede
German market. Expansion takes place by winning key -« <ot free valuable engineering capacity.
reference customers.
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4 Valuation

In order to value PSI, we have used our DCF maalbkich derives a 12-months price target for the
stock of €13.80. Compared to current market lehéd, corresponds to an upside of 6.1%.

ompany Analysis

DCF model
Discounted Cash Flow Model (Basis 3/2014)
Phase 1
rFog in EURm 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
= Net sales 186.56 195.88 204.31 212.07 218.86 225.42 231.06 236.37 241.10
(y-0-y change) 5.8% 5.0% 4.3% 3.8% 3.2% 3.0% 2.5% 2.3% 2.0%
EBIT 10.63 12.93 16.14 19.93 20.46 20.95 21.35 21.72 22.02
(EBIT margin) 5.7% 6.6% 7.9% 9.4% 9.3% 9.3% 9.2% 9.2% 9.1%
NOPLAT 7.44 9.05 11.30 13.95 14.32 14.67 14.95 15.20 15.42
+ Depreciation 4.04 4.24 4.43 4.59 4.74 4.88 5.01 5.12 5.22
= Net operating cash flow 11.49 13.29 15.72 18.55 19.06 19.55 19.95 20.32 20.64
- Total investments (Capex and WC) -5.35 -5.35 534 -5.35 -5.30 -5.38 -5.32 -23.96 -5.46
Capital expenditure -4.36 -4.54 -4.69 -4.85 -4.97 -5.10 -5.20 531 -5.40
Working capital -1.00 -0.82 -0.64 -0.51 -0.34 -0.27 -0.12 -18.65 -0.06
= Free cash flow (FCF) 6.13 7.94 10.39 13.19 13.76 14.17 14.63 -3.63 15.18
PV of FCF's 5.81 7.02 8.57 10.16 9.88 9.50 9.15 -2.12 8.26
PV of FCFs in explicit period 66.23
PV of FCFs in terminal period 160.85
Enterprise value (EV) 227.08
+ Net cash / - net debt (31 December 2013) .25.22
+ Investments / - Minorities 0.00
Shareholder value 201.87
Number of shares outstanding (m) 15.68
Sensitivity analysis Terminal EBIT margin
WACC 7.2%
Equity costs 9.5% | 62% 7.2% 8.2% 9.2% 10.2% 11.2% 12.2%
Debt costs before tax 7.0% 4.2%| 25.61 29.36 33.11 36.86 40.61 44.36 48.11
Tax rate 30.0% 5.2% 1721 19.58 21.95 24.32 26.68 29.05 31.42
Debt costs after tax 4.9% 4] 6.2% 1281 14.47 16.13 17.79 19.45 21.11 22.77
N <
Equity ratio 50.0% H 7.2%  10.10 11.34 12.57 13.80 15.04 16.27 17.50
Debt ratio 50.0% 8.2%|  8.26 9.21 10.17 1112 12.07 13.03 13.98
Fair value per share in € (today) 12.88 9.2%) 6.93 7.68 8.44 9.20 9.95 10.71 11.47
Fair value per share in € (in 12 months) 13.80

Source: Dr. Kalliwoda Research GmbH
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5 Fiscal-year 2013 results

Revenues

In fiscal-year 2013, PSI generated total sales1a6€3m, which were 2.5% lower than last year and
7.2% below our forecasts. Positive was the incredidegh-margin maintenance and license fees by
5.7% to €42.9m and 11.5% to €19.4m respectivelyichvis in-line with one of the company’s long-
term strategic objectives. Order backlog remainatle at €118m and intake decreased by 1.6% to
€185m as management did not focus that much oegirbpsed contracts anymore.

Y518

Company Anal

The main growth driver was the segment Infrastmgctnanagement (Traffic, Public Security, Ecology),
where due to strong sales in Asia (PSI Incontmet) Boland (PSI Polen) revenues increased by 7.3% to
€31.3m. PSI Poland was able to gain first contradits Polish utilities.

On the other hand, the segments Energy manager@ad, (Oil, Electrical Power, Heat, Energy
Trading) and Production management (Resources, |Metaduction, Automotive, Machinery,
Logistics) declined y-0-y by 2.1% to €61m and 6%&84.1m respectively. Despite strong development
of the “gas and oil” business in Asia and Eastairoge, Energy management was again hit hard by the
energy policy in Germany. In Production managemtnd,area “metal industry” continued to benefit
from dynamic growth in North America resulting frotine shale gas boom, however together with
“machinery” was not able to offset weak developradrthe “logistics” business.

2013 vs. previous year and our estimates

2013 vs. previous year and our estimates

2013 vs. 2013 vs.

in EURm 2013 2013E 2012 2013E 2012
Net sales 176.33 189.93 180.89 -7.2% -2.5%
EBITDA 7.99 9.36 16.92 -14.6% -52.8%
EBITDA margin 4.5% 4.9% 9.4%
EBIT 4.17 5.12 12.89 -18.6% -67.6%
EBIT margin 2.4% 2.7% 7.1%
Net income 0.37 2.12 9.36 -82.5% -96.0%
Net margin 0.2% 1.1% 5.2%

Source: Company data, Dr. Kalliwoda Research GmbH

Sales and EBIT margins according to segments 2018.\2012

Sales and EBIT margins according to segments 2013 vs. 2012

”53 2013 2012 2013 2012
=
o Energy management Infrastructure management
j Sales €m 60.97 62.29 Sales €m 31.30 29.17
..-.:: Sharein total sales 34.6% 34.4% Sharein total sales 17.7% 16.1%
—
o EBIT margin 1.0% 5.1% EBIT margin 10.4% 14.9%
bl
=
- Production management Group
=L
Sales €m 84.07 89.42 Total Sales 176.33 180.89
Sharein total sales 47.7% 49.4% change y-o-y -2.5%
EBIT margin 1.7% 7.4%

Source: Company data, Dr. Kalliwoda Research GmbH
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Profitability
Share in total sales 2013 vs. 2012

70.00%

59.12%
60.00% 55.82%

50.00%

ompany Analysis

C

40.00%
30.00%
20.00% 19.73% 20.00% 19.94% 19.54%
. (1)
10.00%
217%  2.23%
0.00%
CoGS Personnel Depreciation & Other operating
expenses amortisation expenses

H2013 HW2012

Source: Company data, Dr. Kalliwoda Research GmbH

In 2013, PSI generated an EBIT of €4.2m, which @&a§% lower y-0-y. The decline resulted from (1)
a significant increase of the share of personnpérses as PSI expanded its workforce particularly i
export markets (1,692 vs. 1,591 as of 31 DecemB&2)?(2) a one-off write-down of €0.8m due to an
assumed detrimental purchase of a shareholdingybgvastor in 2009 as well as (3) one-off expenses
of €4.1m relating to the development of an energhagement system for railways and a transport
management system for providers of logistics sesritNet income, which went down from €9.4m in
2012 to €0.4m, was additionally negatively impadtgdigh deferred tax assets.

Balance Sheet and Cash Flow

At the end of 2013, PSI had an equity ratio of 37.2012: 39.5%) and working capital of €25.8m
(€22.8m). Interest-bearing debt, which totalled E4#&48.3m), mainly consisted of long-term pension
provisions.

The operating cash flow decreased from €0.8m ir220X-0.1m, in-line with net income. While cash

outflow from investing activity remained stable&8.7m following investments in intangible assets,
cash flow from financing decreased from €2.3m t3.8n due to debt repayments and a dividend
payout of €4.7m. In total, between January and Bes 2013 PSI's liquid funds position declined by
€11.5m to €21.8m. As of 31 December 2013, the comnpad a net gearing of 37.5%.
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6 Outlook

2013 was a transition year for PSI with large inwents and a generational change within
management. The results were relatively weak assinvents, which the company has not activated,
e.g. the change from project- to product-basednessiin the area “electrical energy” and a creaifon

a large transport system in the “logistics” araanéd to be much more expensive than previously
expected.

Nevertheless, we remain strongly convinced abaugthality of PSI and its management and regard the
company as very attractive especially for long-temented value investors. In our opinion, with the
introduction of the unified company-wide softwardatform and other investments in the recent past
PSI has positioned itself very well to be a majendficiary of the global trend “Energy, Resourcd an
Work Efficiency”. Moreover, it is in our view vergositive that the company has put a strong focus on
expansion into markets such as Asia, Eastern Elangd._atin America, which given current weakness
in Germany due to the uncertainty relating to tbeegnment’s energy policy should be the main source
of growth in the near future.

Company Analysis

As the German energy sector remains in the mostusestructural crisis in its history, which contés

to negatively affect investment activity, we hawuated our forecasts for 2014 and beyond. Due to
last year’'s experience we have chosen to be dower end of management guidance for 2014 (5-10%
sales growth and €12m in EBIT). Nevertheless, giesver WACC, our 12-months DCF-based price
target goes up from €13.20 to €13.80. We maintain ACCUMULATE rating for the stock and
believe that better results will allow PSI to payt @ dividend again in 2014 (KRe: dividend vyield of
2.3%).

Sales model 2014E-2016E

Sales estimates according to segments 2014E-16E

in EURm 2014E 2015E 2016E
Energy management 63.06 66.01 68.65
change y-o0-y 3.43% 4.69% 3.99%
share in total sales 33.80% 33.70% 33.60%
Production management 91.85 96.44 100.59
change y-0-y 9.26% 5.00% 4.30%
share in total sales 49.24% 49.24% 49.24%
Infrastructure management 31.65 33.43 35.07
change y-o-y 1.13% 5.62% 4.91%
share in total sales 16.96% 17.06% 17.16%
Total sales 186.56 195.88 204.31

Source: Dr. Kalliwoda Research GmbH
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Our forecasts 2014E-2016E

Our forecasts 2014E - 2016E

o
2 2014E 2015E 2016E
T‘E in EURm old new old new old new
= Net sales 208.55 176.33 225.86 186.56 241.66 195.88
- EBITDA 16.52 7.99 19.93 14.68 24.46 17.17
g EBITDA margin 7.9% 4.5% 8.8% 7.9% 10.1% 8.8%
=¥ EBIT 11.87 4.17 14.89 10.63 19.07 12.93
= EBIT margin 5.7% 2.4% 6.6% 5.7% 7.9% 6.6%
07 Net income 6.77 0.37 8.81 6.60 11.67 8.14
Net margin 3.2% 0.2% 3.9% 3.5% 4.8% 4.2%

Source: Dr. Kalliwoda Research GmbH

7 Stock and shareholder structure

Stock Price Development Shareholder Strect
Harvinder
150% Employee Singh; 8.10%
consortium;
120% M 9.35%

P
Rt e SO
0% i WA“" Vg

60%

RWE AG;

30% 17.77% Free Float;

64.78%

0%

I B R I I C I C I R
PGS W T R g o o e

——PSIAG ——TecDax DAX

Source: Thomson Reuters Knowledge Source: Company data, Dr. Kalliwoda Research GmbH
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8 Profit and loss statements

Profit and loss statement - PS| AG

WA
-
'T'n. Fiscal year
=i
E in EURm 2011 2012 2013 2014E 2015E 2016E
N Sales split
E—-' Energy management 68.89 62.29 60.97 63.06 66.01 68.65
1] Production management 78.59 89.42 84.07 91.85 96.44 100.59
E" Infrastructure management 22.07 29.17 31.30 31.65 33.43 35.07
5 Net sales 169.54 180.89 176.33 186.56 195.88 204.31
] Change in inventories -0.03 -0.22 0.00 0.00 0.00 0.00
Total Output 169.52 180.66 176.33 186.56 195.88 204.31
Cost of goods sold -31.12 -36.13 -34.78 -36.80 -38.64 -40.30
Gross profit 138.39 14454 141.55 149.76 157.24 164.01
Other operating income 5.06 8.52 5.84 3.73 3.92 4.09
Personnel costs -95.78 -100.85 -104.24 -109.92 -115.02 -119.56
Depreciation & Amortization -3.98 -4.03 -3.82 -4.04 -4.24 -4.43
Other operating expenses -33.03 -35.29 -35.16 -28.90 -28.97 -27.97
EBIT 10.67 12.89 417 10.63 12.93 16.14
Net financial results -1.94 -1.55 -1.10 -1.20 -1.30 -1.40
EBT 8.72 11.34 3.07 9.43 11.63 14.74
Income taxes -1.28 -1.98 -2.70 -2.83 -3.49 -4.42
Minority interests 0.00 0.00 0.00 0.00 0.00 0.00
Netincome /loss 744 9.36 0.37 6.60 8.14 10.32
EPS 0.47 0.60 0.02 0.42 0.52 0.66
DPS 0.25 0.30 0.00 0.30 0.30 0.33
Change y-0-y
Net sales na 6.69% -2.52% 5.80% 5.00% 4.30%
Total Output na 6.58% -2.40% 5.80% 5.00% 4.30%
Cost of goods sold na 16.07% -3.71% 5.80% 5.00% 4.30%
Gross profit na 4.44% -2.07% 5.80% 5.00% 4.30%
Other operating income na 68.51% -31.43% -36.15% 5.00% 4.30%
Personnel costs na 5.30% 3.36% 5.44% 4.64% 3.94%
Depreciation & Amortization na 1.33% -5.30% 5.80% 5.00% 4.30%
Other operating expenses na 6.85% -0.38% -17.81% 0.25% -3.46%
EBIT na 20.82% -67.64% 155.07% 21.58% 24.84%
Net financial results na -20.14% -29.10% 9.10% 8.34% 7.70%
EBT na 29.93% -72.92% 207.32% 23.26% 26.76%
Income taxes na 54.45% 36.52% 4.87% 23.26% 26.76%
Minority interests na na na na na na
Netincome / loss na 25.71% -96.04% 1680.14% 23.26% 26.76%
EPS na 27.01% -96.04% 1680.14% 23.26% 26.76%
DPS na 20.00% -100.00% na 0.00% na
Share in total sales
Net sales 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
Total Output 99.98 % 99.88 % 100.00 % 100.00 % 100.00 % 100.00 %
Cost of goods sold -18.36 % -19.97 % -19.73 % -19.73 % -19.73 % -19.73 %
Gross profit 81.63 % 79.91% 80.27 % 80.27 % 80.27 % 80.27 %
Other operating income 2.98 % 471 % 331% 2.00 % 2.00 % 2.00 %
Personnel costs -56.49 % -55.75 % -59.12 % -58.92 % -58.72 % -58.52 %
Depreciation & Amortization -2.35% -2.23% 217 % 217 % -2.17% 217 %
Other operating expenses -19.48 % -19.51 % -19.94 % -15.49 % -14.79 % -13.69 %
EBIT 6.29 % 712% 2.36 % 5.70 % 6.60 % 7.90 %
Net financial results -1.14 % -0.86 % -0.62 % -0.64 % -0.66 % -0.68 %
EBT 5.15 % 6.27 % 1.74% 5.06 % 5.94 % 7.22%
Income taxes -0.75 % -1.09 % -1.53 % -1.52 % -1.78 % -2.16 %
Netincome / loss 4.39 % 517 % 0.21% 354 % 4.16 % 5.05 %
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Balance sheet - PSI AG
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Fiscal year

in EURm 2011 2012 2013 2014E 2015E 2016E
Assets

Cash and cash equivalents 33.85 33.34 21.80 28.16 32.44 38.44
Inventories 4.05 4.02 3.89 411 4.32 4.50
Trade accounts and notes receivables 31.16 34.07 39.91 41.71 43.26 4456
Receivables from long-term manufacturing 37.55 42.24 37.89 39.90 41.70 43.29
Other current assets 3.86 4.63 5.29 5.60 5.88 6.13
Current assets 11047 118.30 108.78 119.48 127.60 136.93
Property, plant and equipment 14.46 14.24 13.78 13.83 13.88 13.93
Other intangibles assets 2.26 2.96 4.57 4.84 5.08 5.30
Goodwill 43.92 44.53 44.53 4453 44.53 4453
Shares in associated companies 0.21 0.43 0.30 0.32 0.33 0.35
Deferred tax assets 4.33 5.98 6.07 0.00 0.00 0.00
Non-current assets 65.19 68.14 69.26 63.51 63.82 64.11
Total assets 175.66 186.44 178.03 183.00 191.42 201.03
Liabilities

Trade payables 16.98 15.65 15.40 16.09 16.68 17.18
Other liabilities 27.71 27.98 25.73 27.22 28.58 29.81
Liabilities from long-term manufacturing 20.23 18.55 20.10 21.26 22.33 23.29
Financial liabilities 2.34 5.45 3.54 3.44 3.34 3.24
Provisions 0.24 0.18 0.01 0.01 0.01 0.01
Current liabilities 67.50 67.80 64.78 68.03 70.94 73.53
Long-term bank debt 0.80 3.90 3.39 3.34 3.29 3.24
Pension provisions 32.10 39.00 40.09 42.41 4453 46.45
Deferred tax liabilities 2.36 211 2.46 0.00 0.00 0.00
Long-term liabilities 35.26 45.00 45.94 45.75 47.82 49.68
Total liabilities 102.75 112.80 110.71 113.77 118.76 123.21
Shareholders equity 72.91 73.64 67.32 69.22 72.66 77.82
Minority interests 0.00 0.00 0.00 0.00 0.00 0.00
Total equity and liabilities 175.66 186.44 178.03 183.00 191.42 201.03
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10 Cash flow statements

Cash flow statement - PSI AG
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Fiscal year

in EURm 2011 2012 2013 2014E 2015E 2016E
Netincome / loss 7.44 9.36 0.37 6.60 8.14 10.32
Depreciation & Amortization 3.98 4.03 3.82 4.04 4.24 4.43
Change of working capital -2.82 -8.97 -2.39 -11.08 -2.97 -1.00
Others 6.76 -3.62 0.61 -1.97 0.10 3.61
Net operating cash flow 15.37 0.81 -0.12 -2.40 9.52 17.36

Cash flow from investment -1.60 -3.63 -3.73 -5.11 -4.98 - 436
Free cash flow 13.76 -2.82 -3.85 -7.52 4.54 13.00
Cash flow from financing -8.95 2.27 -7.20 13.87 -0.26 -7. 00
Change of cash 4.96 -0.51 -11.54 6.36 4.28 6.00
Cash at the beginning of the period 28.88 33.85 33.34 21.80 28.16 32.44
Cash at the end of the period 33.85 33.34 21.80 28.16 3244 38.44

Dr. Kalliwoda | Research © 2014

11 Financial ratios

Fiscal year 2011 2012 2013E 2014E 2015E 2016E 2017E 2018E
Gross margin 81.64% 80.00% 80.27% 80.27% 80.27% 80.27% 80.27% 80.27%
EBITDA margin 8.64% 9.35%  4.53% 7.87% 8.77% 10.07% 11.57% 11.51%
EBIT margin 6.29% 7.13%  2.36% 5.70% 6.60% 7.90% 9.40% 9.35%
Net margin 4.39% 5.18% 0.21% 3.54% 4.16% 5.05% 6.09% 6.03%
Return on equity (ROE) 10.56% 12.77% 0.53% 9.67% 11.48% 13.71% 15.92% 15.07%
Return on assets (ROA) 5.44% 6.02% 0.81% 4.32% 5.04% 5.97% 6.98% 6.83%
Return on capital employed (ROCE) 8.41% 8.97% 0.44% 6.47% 7.51% 8.86%  10.29%  9.96%
Net debt (in EURm) 1.39 15.01 25.22 21.04 18.72 14.49 8.81 2.78
Net gearing 1.91%  20.38% 37.46% 30.39% 25.77% 18.62% 10.45% 3.06%
Equity ratio 41.51% 39.50% 37.81% 37.83% 37.96% 38.71% 39.84% 41.00%
Current ratio 1.64 1.74 1.68 1.76 1.80 1.86 1.94 2.02
Quick ratio 1.02 1.06 1.03 1.11 1.15 1.21 1.29 1.36
Net interest cover 5.49 8.31 3.79 8.87 9.95 11.54 13.30 12.79
Net debt/EBITDA 0.09 0.89 3.16 1.43 1.09 0.70 0.36 0.11
Tangible BVPS 1.83 1.86 1.45 1.58 1.79 2.12 2.54 2.96
Capex/Sales -2.56% -2.83% -2.82% -2.34% -2.32% -2.30% -2.28% -2.27%
Working capital/Sales 6.90% 12.60% 14.61% 14.34% 14.07% 13.81% 13.54% 13.28%
EV/Sales 1.35 1.27 1.30 1.23 1.17 1.12 1.08 1.05
EV/EBITDA 15.65 13.55 28.69 15.62 13.35 11.14 9.34 9.09
EV/EBIT 21.49 17.79 54.97 21.55 17.73 14.20 11.50 11.20
P/Tangible BVPS 7.11 7.01 8.95 8.26 7.25 6.13 5.13 4.40
P/E 27.68 21.79 549.74  30.88 25.05 19.77 15.80 15.45
P/FCF 14.80 -72.35 -52.93 -27.11 44.86 15.67 16.77 16.16

Source: Company data, Dr. Kalliwoda Research GmbH
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Essential information, disclosures and disclaimer

A. Essential information

Investments in financial instruments and securitieg. equities, bonds) generally involve high sisk

is possible that investors lose some or all ofrtiieiested money. Potential investors should berawh

the fact that prices of securities could fall ars#rThus, the income from such investments might b
subject to considerable fluctuations. Investmeratagies are not appropriate at all times and past
results are not a guarantee of the future perfocamalnvestors should make their own and independent
decisions as to whether undertake a risky investmen

Company Analysis

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

I. Information about the company held accountable and regulatory authority:

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

Regulatory authority for DR. KALLIWODA | RESEARCHMbH is the Federal Financial Supervisory
Authority (BaFin), Graurheindorfer Straf3e 108, 581Bonn, Germany and Lurgiallee 12, 60439
Frankfurt am Main, Germany.

[1. Additional Information:

1. Sources of information:

Essential sources of information for the compilatad this document are publications from domestic
and international information services and medig.(Bloomberg, dpa-AFX, Reuters, VWD, among
others), financial press (e.g. Allgemeine Zeitungankfurter, Bdrsenzeitung, Financial Times
Handelsblatt and others), specialized trade prpeblished statistics, rating agencies as well as
publications by peer group companies and the coynpself. This document was made available to the
company before publishing to ensure the correctoigge information provided.

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

Within the scope of the evaluation of companies,féllowing valuation methods are applied: Multiple
based models (Price/Earnings, Price/Cash-flow,eMimok value, EV/Sales, EV/EBIT, EV/EBITDA),
peer group comparisons, historic valuation methddssounting models, sum-of-the-parts-approaches,
substance-valuation methods and SWOT-analysesvaloation principles and models are dependent
on macroeconomic factors, such as interest rateshaege rates, raw materials and on basic
assumptions about the economy. Moreover, the vafllenterprises is affected by market moods and
market sentiment. The approaches are based ontatipes that could change rapidly and in advance
warning according to developments specific to tidividual branch. The valuation results and fair
values derived from the models might therefore gkeaaccordingly. The ratings are the evaluation
results and refer to a fair value pricing reflegtia time-horizon of twelve-months. Nevertheless,
evaluation results are subject to changing markeditions and constitute merely a snapshot. The
evaluation results and fair values may be reachstérf or slower than expected by the analysts. The
results and fair values may be scaled upwards wnaards.
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DR. KALLIWODA | RESEARCH GmbH uses the followingtirsg model:
BUY: Based on our analysis, we expect the stock to ajgpeeand produce a
total return of at least 10% over the next twehanths

ACCUMULATE: | Based on our analysis, we expect the stock to apecand produce a
total return between 5%- 10% over the next tweleatins

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

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

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

3. Updates:

A specific update of this document has currently been set. The research reflects the author's
judgement on the date of this publication and igjext to change without any notice. The document
might be incomplete or shortened and it may nottaianall information concerning the company
covered. It is in the sole decision of DR. KALLIW@D RESEARCH GmbH whether and when a
potential update of this research is made.

I11. Disclosures about potential conflicts of interest:

The business model of DR. KALLIWODA | RESEARCH Gmlibased on business relationships
with issuer company, their broker or IR/PR agerasywell as equity transactions to be performed on
the issuer’s stock. Dr. Kalliwoda Research hasredteto an agreement on the preparation of this
document with the issuer himself.

Conflicts of interest may be in existence with eoygles of DR. KALLIWODA | RESEARCH GmbH
who are the authors of this document as well asrgibrsons that were involved in the preparation of
this research or related parties. Following cottlmf interest might exist:

1. DR. KALLIWODA | RESEARCH GmbH employees or othergans that were involved in the
preparation of this document or related partieshinigave a major shareholding (holding more
than 5%) of the share capital of the issuer thadrisvhose financial instruments are, the subject
of the research.

2. DR. KALLIWODA | RESEARCH GmbH employees or othergans that were involved in the
preparation of this document or related parties possibly holders of instruments that are
mentioned in this research (or that are linkedh&sé instruments) or might become holders and
could regularly trade the issuer’s securities austes based on these issues as principal or
agent.

3. DR. KALLIWODA | RESEARCH GmbH employees or othergens that were involved in the
preparation of this document or related partiedccbave participated in leading a consortium
for the issuer via a public offering of the finagicinstruments that are the subject of this
research.

4. DR. KALLIWODA | RESEARCH GmbH employees or othergans that were involved in the

preparation of this document or related partieshinitave been party to an agreement on the
provision of investment banking services with tguer which is the subject of this research, or
have received services or a pledge to perform uth@eterms of such an arrangement during the
same period.
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5. DR. KALLIWODA | RESEARCH GmbH employees or othergans that were involved in the
preparation of this document or related parties imaye other substantial economic interests
concerning to the issuer, who is the subject of tbsearch.

The analysts have limited access to information plassibly could constitute a conflict of interést

the institution. DR. KALLIWODA | RESEARCH GmbH kegjnsider registers appropriate to sec. 15
WpHG for assignees that normally have approachgmé information. Insiders” dealings appropriate
to sec. 14 WpHG are categorically prohibited.

The analysts that composed this research did neive or acquire shares in the issuer that isubgest

of this document at any time. The analysts herlijfgehat all of the views expressed accurateRect

the individual views about the issuer. No part loé remuneration was, is or will be, directly or
indirectly, linked to the evaluation result or viewxpressed by the analyst in this research.
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C. Disclaimer:

This document is published and being distributedi®; KALLIWODA | RESEARCH GmbH solely
for informational purposes and for the personallws@ersons in Continental Europe. This research is
not intended to be in any form an offer or advicebtly or sell the securities referred to hereinsTh
research is intended to provide information tosissvestors in making their own investment decisio
Any decision to purchase any securities of the eissmust be made solely on the basis of the
information contained in the offering documentsiirthe issuer relating to such securities and not on
the contents hereof.

Potential investors should seek professional adidistual information and advice before making their
investment decisions. This document neither carstta contract nor any kind of obligation.

Neither this document nor any copy, in whole orpert, thereof may be distributed in any other
jurisdiction where its distribution might be rested by law.

The information within this document has been atgdifrom sources believed by DR. KALLIWODA |
RESEARCH GmbH to be reliable. DR. KALLIWODA | RESREH GmbH does not examine if the
information is verified and complete, nor guarastés correctness and completeness. Although due
attention has been taken during the compilatiorthi8 document, it cannot be excluded that the
information given is not complete or the documemttains mistakes.

The liability of DR. KALLIWODA | RESEARCH GmbH shiabe restricted to gross negligence and
willful misconduct. Possible faults or incompletegeof this document may be corrected by DR.
KALLIWODA | RESEARCH GmbH and do not constitute seas for liability, neither with regard to
indirect nor to direct or consequential losses. &doer, DR. KALLIWODA | RESEARCH GmbH does
not accept any responsibility and liability for asigmage arising from using this research or itserts

or otherwise arising in relation herewith. In eachse, the liability and responsibility of DR.
KALLIWODA | RESEARCH GmbH is limited to typical, pdictable damages and the liability for any
direct or indirect losses is excluded.
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This document is subject to the laws of the FedBegpublic of Germany. Place of jurisdiction is
Frankfurt am Main, Germany.
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In the United Kingdom this document is to be diited only to persons who are described in Section
11 (3) of the Financial Services Act 1986 (InvesimAdvertisements) (Exemptions) Order 1996 (as
amended). This research may not be distributed@mehrded directly or indirectly to any other group
of individuals. The distribution of this documentather international jurisdictions may be reséitby

law and individuals who possess this study shonddrin themselves of any existing 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, Canada, Japan or Australia or to any resiént thereof. Any Failure to comply with these
restrictions may constitute a violation of United $ates, Canadian, Japanese or Australian
securities laws or the law of any other jurisdictio.

By accepting this document the reader or user agaad accepts to be bound by all of the foregoing
provisions and this disclaimer. Moreover, the usecepts not to distribute this document to
unauthorized persons. The user of this documentchesmpensate DR. KALLIWODA | RESEARCH
GmbH for any disadvantages, damages, claims arskdosesulting from or in relation with the
unauthorized use of this document.
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© 2014 DR. KALLIWODA | RESEARCH GmbH, Arndtstral3g,4D-60325 Frankfurt am Main. All
rights reserved.
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