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z BUY Benefiting from strategic transformations

( .

bdl  Target price: EUR 22
Industry: IT Senvices & Software M The results for the quarter ended on the 30th pfedeber 2018, showed successful continuation
Country: Germany of good development showed in Q1. PSI Group impitavew orders by 20 % to 176 million
ISIN: DE000A0Z1JH9
Reuters: PSAGNH.DE euros in the 9M/2018 (9M/2017: 147 million euro$he total value of orders on 9M2018
Bloomberg: PSAN GR equalled 159 million euros, which was 13 % abowe\thlue for the prior year (9M/2017: 141
Website: www.psi.de

million euros).

m  Group sales increased by 6 % to 141.6 milliemog (9M/2017: 133.1 million euros), due

Last price: 15.70 . X . . . .
High Low the growth in the electrical grids businessd in Southeast Asia. The EBIT advanced by 22
Price 52 W.: 2040 14.25 % to 10 million euros (9M/2017: 8.2 million euroe group net result raised by 50 % to 6.9
Market cap. (EURm) 246.44 - ] . i . .
Number of shares (m) 1570 million euros (9M/2017: 4.6 million euros) due tetter financial management that has impact on
Avg. trading vol (shares) 1,000 lower taxes paid.
[ e gro was fuelled mos continuation ofrywestrong business cooperation wi
Shareholders The growth fuelled tly by t u frywestrong b perat th
electricity and gas network operators in Germanighit®uring countries and due to the
innogy SE 17.8% . .
Harvinder Singh 8.1% turnaround of the South East Asian business.
Invest. f. Ig. Inv. TGV 20.7% o L . .
Employee consortium 94% ®m We hold our positive stance toward the Company&sesh) continuing to view this exposure as a
Baden-Wiirtt. Arzte 5.2% top pick among the European-listed energy contystesns providers for the current year. The
Free float 38.9%
reasons for this continue to be five-fold : (i) @ing business opportunities in public transport
electrification, (ii) substantial investment in tpeomising area — intelligent low voltage grid
Performance . . . . . -
management for the US market, (iii) working towandtlligent integration of electromobility
4 weeks -2.00% into local transmission networks, (iv) better ti@eviously expected development in the South-
26 weeks -2.00%
52 weeks 13.00% East Asian business, where the return to profitgbikill improve Energy Management's
3 years 28.20% profitability (v) possible synergies from acquisiti of PRINS (BTC) and its two segments
(divisions) of business due to the electrificatmpublic transport, therefore we expect PSI's
Dividend business segments to “grow together”.
in EUR in %
2012 0.30 195% m Over the approaching years, we anticipate contisiyoraising sales and profit margins as a
—~ 2013 0.00 0.00%

":Q 2014 0.00 0.00% result of positive changes in energy and automabdestry (electrification of public transport).
< 2015 0.21 1.63% We increase our target price slightly. Our TP isRERI.83, with an upside of ca. 39% at the
::nJ 2016 0.22 1.85% .

5 2017 023 123% current share price.

(a4 2018 0.27* 1.69%

) * forecast .
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= Chart : 1 year
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PSI AG in EURm 2014 2015 2016 2017E 2018E 2019E 2020E
Net sales 175.39 183.68 176.85 189.23 200.59 212.62 221.13
" EBITDA 11.05 15.40 16.13 18.90 20.73 21.97 25.06
e EBIT 717 11.11 11.84 14.49 16.05 17.01 19.90
o Netincome 4.10 7.46 8.55 10.81 11.97 12.65 14.89
Analyst
y EPS 0.26 0.48 0.54 0.69 0.76 0.81 0.95
. BVPS 4.35 4.66 4.80 5.00 5.54 6.10 6.76
Dr. Norbert Kalliwoda
Email: nk@kalliwoda.com
Phone: +49 69 97 20 58 53 RoE 598%  10.55% 11.52%  14.06% 14.47%  13.85% 14.75%
www.kalliwoda.com EBIT margin 4.09 % 6.05 % 6.69 % 7.66 % 8.00 % 8.00 % 9.00 %
P/E 45.57 27.15 22.40 22.79 20.60 19.49 16.55
Also see our Bloomberg page: P/BVPS 2.74x 2.77x 2.54x 3.14x 2.84x 2.57x 2.32x

KALL EV/EBITDA 29.32x 14.50x 13.30x 17.14x 15.63x 14.74x 12.93x




PSI Software AG | Comprehensive Wpdldanuary 2019

Content
w
.—-;‘ 1 COMPANY PIOFIle .....o.ooiiiiiieiiieee et ettt e et ettt e et et e steaanene e nteetearea 3
—
< 2 SWOT ANALYSIS ...ocoiiiiiiii et e ettt e e e st e e e e e ettt e e e e s s st b e e e e e e e s tbbeeaeeassbaeaaeeeanstbeeeeeeannnees 4
=) .
= 3 AT 1 L0 T T (o) o T 5
=
o 4 9M/2018 results & 12M /2018 EStIMALES ...........ccociiiiiiiiiiiiiiiicn e 6
S
5  Financial Figures and ESHMAtIONS .........ooiiiiiiiiiiiiiiee et e e e e e e e e e e e e e 8
LSS 0 13 T (o) <N 10
7  Shareholder Structure with details ................cooiiiiiiiii e 11
8  Profitand LOSS STAtEIMENES ............ouiiiiiiiiii e e e e e e e e e e e 12
9 BalancCe SNEELS ..... ..o e aaas 13
B O 08 T 1 19 3 0 1A = TS 11 1<) 1 L 14
11 FinancCial RAtIOS ..........oiiniiiii e e e e et e e ettt e e e s e s b e e b e et e eaestenanss 14
B 0 4 U Lo T 16
D3 el P )14 U] 17
Essential information, disclosures and diSClaiMEE.........c.ooviiiiiiiiiiiiiie e ee e 17

o~
—_—
[
—_—
<
o
]
~
o—
>
e
. —
—
—
—_—
e
% &

Dr. Kalliwoda Research GmbH | Primary Research



PSI Software AG | Comprehensive Wpdldanuary 2019

1 Company profile

PSI is a group of companies with around 1,775 eygds, which develops and distributes software mbdu
solutions for process control. These solutions mate complex core processes of PSI's customelgeisggments
energy, production and infrastructure manageme8t, Rhich was founded in 1969, operates at numerous
German and international sites in Europe, Asia,ttiN@and Latin America. It develops software produaisl
complete systems for the operation of large enaggworks and complex production and logistics psees with

the objective to design customers’ value creatimc@sses more efficiently. In the segment energyagement

Company Analysis

systems, PSI provides solutions for operations’ agement, network utilization, pipeline managemésakage

detection and localization, portfolio managememntergy trading and distribution. The segment praduact
management creates optimization and control-teahsiglutions for production, logistics, metals anthing. In

the infrastructure segment, the company supplikgisns for traffic systems.

PSI History

2014 Takeover of the strongest competitor in theatsendustry, Broner Metals.

2013 PSI subsidiary founded in Brazil.

2012 Strengthening of the energy business witlatiogiisition of the Time-steps AG.

2011 PSI subsidiary founded in North America.

2010 PSI develops first integrated mining contyaitem.

2009 PSI celebrates its 40th anniversary. Sinc®,1R8| develops and integrates software solutiodscamplete systems for utilities, manufacturers,
logistics and infrastructureyiders.

2008 Formation of a subsidiary and a joint ventarRussia. International expansion in the metaisgdpction and energy industry.

2007 Process control system for efficient raw makeproduction; market entry into the Russianisied electricity industry.

2006 Opening of representative office in Russiay sales partnerships in Eastern Europe and Asia.

2005 First major orders from Chinese steel induainy expansion of the logistics division to Russia.

2004 PSI subsidiaries founded in Poland and China.

2003 PSI develops the first integrated controlesystor controlling complex manufacturing processes.

2002 Generation shift in top management; RestraaifiPS| into an integrated control system entsepri

2000 PSI acquires the gas management system diisim debis Systems and starts internationaliratidits energy business.

1998 Initial public offering (IPO) on August 31.

1996 Development of the first object-oriented Efgtesm PSlpenta.

1994 The company is converted into a joint-stoclpomtion.

1986 Market launch of PIUSS-O, the company’s fitaihdard software product for production plannihrB$).

1976 The company wins its first large order from émergy supply sector.

1974 PSl is the first German company to introduteraployee stock option plan.

1969 PSI Gesellschaft fur Prozesssteuerungs- dodhiationssysteme GmbH is founded in Berlin. Fanster from the steel industry.

Source: The Company
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* PSI's focus on core competencies in process coritro ¢ Buyers force: PSI main customers operate in capital

» Energy segment: The ,Energiewende gives PSI the ¢ Increasing
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SWOT Analysis

Strengths

technology with decades of experience, along with i
innovation strength and a highly specialized worgéoare
important competitive advantages and create erdryidrs.
PSI's products are of high functionality, complgxiand
carry many unique features.PSI enjoys a first mover
advantage and is the quality and volume leaderanynof its
key growth areas, namely energy smart grid infoastire,
gas & oil, metals, mining and infrastructure.

Pilot project approach: When entering new product and
geographic markets the company works together seéttor
leaders on pilot projects. Performing the reseasctd
development decentralized at the location of demand
translates into a close customer relationship,ia gasector
knowledge, lower market entry risk, as well astiggation

of financial risk.

potential to achieve scale effects by shifting éssting
product portfolio from high voltage systems to lowe
network levels. Additionally, the demand for newtsare
solutions such as volatility and resource software
components, gas network control systems and sadtwar
solutions for energy storage systems will increase.

Production segment:New sensor and network technology
increases data availability in production processEsis
opens up new markets for PSI software solutionsictwh
make production processes more efficient. Recenkenar
entries by PSI are PSI mining and solutions for ttireine
manufacturing and aircraft maintenance sectors.tHa -
automobile sector, new product developments shieald to
more orders.

Takeover candidate for some downstream industrial
conglomerates. Unique market position and prodat®SI
might raise interest in the one or the other doreash
customer.

Export growth: PSI focuses on Eastern markets as it sees
the greatest growth potential there while currefating low
competition locally. A positive effect besides largevenues
and scale effects is the diversification away franmsole
dependency on the German market. Expansion takes ply
winning key reference customers.

Weaknesses ‘

intensive sectors which naturally consist of a fewge
players. PSI itself is a medium sized player tasglin an
unfavorable negotiating position. However, a résglt
pricing power of its customer is lessened by thesfahat
software expenditures should resemble a smalleiopoof
PSI customers overall budget, that PSI producds-diglity
products that make a customer’s operation moreiefii
translating in fast amortization, and PSI's compteaducts
are mainly located in important parts of the vaklain
where quality is more important than price.

Business cycle risk:PSI's customers are mainly from very
cyclical sectors. The exposure to business cyd& s
somewhat diminished by the fact that the compadiyets
products mainly related to efficiency and costiogtgains.

rivalry among competitors in the Energy
Infrastructure market: Large hardware supplierseméy
acquired PSI's software competitors. On the onedhéms
permits them to differentiate themselves from fello
hardware suppliers. If on the other hand the tidanvas to
gain control of the energy software market themlriv will
intensify e.g. by price competition or hardware Higrs
locking their systems to alien software providers.
Management note that PSI enjoys greater econom
independence in acquiring software related corgrestive

to its software competitors, which are now entasgie
powerful hardware divisions.

A lack of qualified staff evoked from a current structural
shortage of supply in the software labor sectorld/impede
the seizure of the company’s opportunities. PSigaiies the
risk by investing heavily in the training of its ptayees and
collaborating with universities. Part of the roetisoftware
development has been moved to Eastern Europe and f
technology platform enables an efficient knowledgamsfer
and standardization. These moves set free valuab
engineering capacity.

Source: Company, Dr. Kalliwoda Research GmbH © Gighy 2019
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3 Valuation

To value PSI, we used a traditional DCF model, Whierives a 12-months target price for the stock of
€21.83.Compared to current market level, this correspaads upside of around 39%.

WACC assumptions

Growth assumptions

Company Analysis

Long-term grow th rate 1%
Assimiliation phase (from 2017) 5years
Sales grow th at the beginning 7%
Equity
Risk-free rate 2%
Market risk premium 6%
Beta 1.35
Equity costs 9.3%
Debt costs
Debt costs (before tax) 3%
Tax rate on interest 30%
Debt costs (after tax) 2.1%
~ Equity 65%
S Debt 35%
Gearing 53.8%
WACC 6.76%
Discounted Cash Flow Model (Basis 09/2018), calculated on 06 December 2018
in EURm 2017E 2018E 2019E 2020E 2021E 2022E
Net sales 189.23 200.59 212.62 221.13 229.97 239.17
(y-0-y change) 7.0% 6.0% 6.0% 4.0% 4.0% 4.0%
EBIT 14.49 16.05 17.01 19.90 23.00 25.11
(EBIT margin) 7.7% 8.0% 8.0% 9.0% 10.0% 10.5%
NOPLAT 11.45 12.68 13.44 15.72 18.17 19.84
+ Depreciation 4.42 4.68 4.96 5.16 5.37 5.58
= Net operating cash flow 15.86 17.36 18.40 20.88 23.53 25.42
- Total investments (Capex and WC) -8.64 _12.61 _4.64 -6.89 .5.86 -6.72
Capital expenditure -5.37 -5.59 -5.90 -5.97 -6.19 -6.42
Working capital -3.27 -7.01 1.26 -0.92 0.33 -0.30
= Free cash flow (FCF) 7.22 4.75 13.76 13.99 17.67 18.70
PV of FCF's 7.68 473 12.83 12.22 14.46 14.33
PV of FCFs in explicit period 66.26
PV of FCFs in terminal period 22997
Implied Enterprise value (EV) 296.22
+ Net cash / - net debt 24.73
+ Investments / - Minorities 0.00
Shareholder value 320.95
Number of shares outstanding (m) 15.70
Sensitivity analysis Terminal EBIT margin
WACC 6.8%
Equity costs 9.3% | 7.5% 8.5% 9.5% 10.5% 11.5% 12.5% 13.5%
Debt costs before tax 3.0% 3.8%| 3237 35.96 39.55 43.15 46.74 50.33 53.92
Tax rate 30.0% 4.8%| 2465 27.18 29.72 32.25 34.79 37.32 39.86
Debt costs after tax 2.1% é 5.8%| 20.17 22.09 24.02 25.94 27.87 29.80 31.72
Equity ratio 65.0% H 6.8%| 17.23 18.77 20.30 ‘ 21.83 23.36 24.89 26.42
Debt ratio 35.0% 7.8%| 15.16 16.42 17.68 18.93 20.19 21.45 22.70
Fair value per share in € (today) 20.45 8.8%| 13.62 14.68 15.73 16.79 17.84 18.89 19.95
Fair value per share in € (in 12 months) 21.83

Source: Company, Dr. Kalliwoda Research GmbBdpyright 2019
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4 9M/2018 results & 12M /2018 Estimates

9M/2018 P&L Results:

The results for the quarter ended on thd' 8 September 2018, showed successful continuatfogood
development showed in Q1. PSI Group improved nesersr by 20 % to 176 million euros in the 9M/2018
(9M/2017: 147 million euros). The total value oflers on 30 September 2018 equaled 159 million ewbigh

was 13 % above the value for the prior year (OM2041 million euros). Group sales increased &% to

Company Analysis

141.6 million euros (9M/2017: 133.1 milliorures), due to the growth in the electricaidg business and
in Southeast Asia. The EBIT advanced by 22 % tanillon euros (9M/2017: 8.2 million euros), the gmnet
result raised by 50 % to 6.9 million euros (9M/204% million euros) due to better financial managet that
has impact on lower taxes paid. The growth wasfliehostly by continuation of very strong businessperation

with electricity and gas network operators in Gampnaeighboring countries and due to the turnaroohthe
South East Asian business.

9M/18 results vs. previous year ‘

in BURm Iv/2018 IM/2017 change
Net sales 141.5 133.1 6.4%
EBITDA 111 9.3 19.7%
EBITDAmargin 7.9% 7.0%

EBIT 10.0 8.2 -
EBIT margin 7.1% 6.2%

Net income 6.85 4.56

Net margin 4.8% 3.4%

Source: Company, Dr. Kalliwoda Research GmbH © @igpy 2019

As a side note, PSI has changed its reporting tsireidrom three segments to two segments durind ®IWhe
past Infrastructure Management Segment's Souttfesah and Public Transportation businesses are parvof
Energy Management. Furthermore, PSI’'s Polish bssiieS| Polska Sp. z 0.0. - located in Poznan,nEplaas

been consolidated into the Production Managemegineat. Both enduring segments (Energy Management &
Production Management) has been approximately eqsite.

On 21 November 2018, PSI Software AG has agreedatkeover of the Network Control Software Segment
PRINS of BTC Business Technology Consulting AG. Tbatract assumes the acquisition in the framewbdn
asset deal effective 1 January 2019. In additioa,parties agree for further cooperation and rgluction. PSI
estimates that the PRINS network control businessannual sales equivalent to about 5 percent bf3P&up
sales.

We believe that PSI will generate economically riesting synergies to the PSI products for everyNeRI

customer. We anticipate that this acquisition welult in 3-4 million euros in sales per year ahduid increase
margins.
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9M/2018 Balance Sheet and Cash Flow Results:

Compared to 31 December 2017, there have not reeaudstantial changes in the Group’s assets abdities.
Overall, total assets have increased by 3 millremf (194.0 million in Q4/2017 to 194 million in (@¥18). The
company has increased its receivables from long-tvelopments contracts from 33.1 million euroQ#12017

to 38.1 in Q3/2018. After payment of the purchaseepfor Moveo Software GmbH and payoff of ditial

Company Analysis

liabilities, cash and cash equivalents reduoe®b.5 million euros (9M/2017: 39.8 million euros)

PSI’s total current liabilities have slightly degsed from 59.7 million in Q4/2017 to 59.4 milliom ©@3/2018.
This decrease in the current liabilities sectiothef balance is a result of the drop in trade plagadnd short-term
financial liabilities. In addition, total shareheld’ equity has increased from (80.3 million in 22%7 to 83.0

million in Q3/2018). Overall, we can appreciate BSlositive progression from Q1/2017 to Q1/2018.

The cash flow from operating activities increased 2 million euros 9M/2017: 0.6 million euros). €& bash flow
outflow of recent years from the group-wide coni@rsto software-upgrades-as-a-service is approgctinan
end.

Segment Specific 9M/Results:

Energy Management:

Energy Management, (energy grids, energy tradimgplic transportation and the Southeast Asisiness),
generated a 7 % rise in revenues to 68.9 mitiamos in the first nine months (9M/2017: 64.3 millieuros). The
EBIT for the segment increased by 46 % to 4.2 amiliuros (9M/2017: 2.9 million euros). Thectieal grids
business experienced orders from top rated cliarttse Q3 and therefore raised its new orders lyremthan 40
% in comparison to the past year. During the Bastonths the company focused on improvementseigrénd
area of intelligent low-voltage grid management &ntttions for the US market. Additionally, the coamy has
converted the pipeline system business (gasseBoads) into software-upgrade-as-a-service busimasdel. In
the area of public transportation, the company medao take over in July 2018 a leading planninfjwsoe

manufacturer Moveo Software GmbH.

Production Management:

Sales in Production Management (raw materials, Isyatadustry, logistics), has incorporated the $tolbusiness
unit (PSI Polska Sp. z 0.0.) since the first ceraof 2018. The segment performed very well ancegged 72.6

million euros in revenues, which was 6 % aboverilnaber for the prior year (9M/2017: 68.8 milliorres). The
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EBIT increased to 6.6 million euros (9M/2017: 6.8lion euros). The metal business suffered from tlasv

tariff's introduction in recent month. This chanfpgced steel producers to adjust their businessabipas and

delayed some parts of orders in the long termschizanges should generate more volume in the lomg. t€he

automotive business showed promising developmetitarast quarter (increase in diesel productich gnowth

Dr. Kalliwoda Research GmbH | Primary Research
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of sales cases in electric vehicle and componesdymtion in Germany and Europe). Further order cénome

logistic business, especially from the airport hass.

5 Financial Figures and Estimations

2018E & 2019E Projections

Company Analysis

in EURm 2018E 2019E _ change y-o-y

Net sales 200.59 212.62 6.0%

EBITDA 20.73 21.97 6.0%

EBITDA margil 10.3% 10.3% 0.0%

EBIT 16.05 17.01 6.0%

EBIT margin 8.0% 8.0% 0.0%

Net income 11.97 12.65 5.7%

Net margin 6.0% 5.9% -0.3%

in EURm 3M/18 6M/18 9M/18 12M/18E
’ Net sales 45.75 48.83 46.98 59.03

EBITDA 3.85 5.35 4.59 6.94

EBITDA margin 8.4% 11.0% 9.8% 11.8%

EBIT 2.79 3.67 3.85 5.74

EBIT margin 6.1% 7.5% 8.2% 9.7%

Net income 1.92 2.36 2.57 5.12

Net margin 4.2% 4.8% 5.5% 8.7%

Estimations for 2019

in EURm 3M/19E 6M/19E 9M/19E 12M/19E
Net sales 48.03 51.27 49.33 63.99
EBITDA 4.86 5.80 5.31 6.00
EBITDA margin 10.1% 11.3% 10.8% 9.4%
EBIT 3.00 4.42 3.85 5.74
EBIT margin 6.2% 8.6% 7.8% 9.0%
Net income 2.00 2.30 2.40 5.95
Net margin 4.2% 4.8% 5.5% 8.7%
=
o
o
.":,,’ in EURm 3M/17 6M/17 9IM/17 12M/17 3M/18 6M/18 9ImM/18 12M/18E
3 Net sales 43.78 43.78 45.48 53.04 45.75 48.83 46.98 59.03
— EBITDA 3.64 4.13 3.60 6.34 3.85 5.35 4.59 6.94
Iy, EBIT 2.61 3.08 2.50 5.18 2.79 3.67 3.85 5.74
5 Net income 1.78 1.27 1.52 4.93 1.92 2.36 2.57 5.12
o EBITDA margin 8.3% 9.4% 7.9% 12.0% 8.4% 11.0% 9.8% 11.8%
s EBIT margin 6.0% 7.0% 5.5% 9.8% 6.1% 7.5% 8.2% 9.7%
Net margin 4.1% 2.9% 3.3% 9.3% 4.2% 4.8% 5.5% 8.7%

Source: Company, Dr. Kalliwoda Research GmbH © @igpy 2019
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= PSI: Financial Results & Margins of the past 7-Quarters, as well as our estimates for the next Quarter
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PSI: Margins in the past 7 Quarters + Our estimates for the next Quarter

DR. KALLIWODA | RESEARCH GmbH
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The charts above portrays PSI's P&L Margins overghst 7-quarters as well as our estimates foneke
quarter. For PSI the greatest quarterly resultallysaome on the fourth quarter.
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PSI: Key Financial figures over the past 5-Quarters

70.00 10.00
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12Mm/17 3m/18 6M/18 9m/18 12M/18E
EBITDA, EBIT & Net income plotted on secondary axis (to the right)

Source: Company, Dr. Kalliwoda Research GmbH © @igpy 2019

6 Outlook

We believe that the positive results exhibited M/2018 will also be seen in Q4/2018. We tentatively
expect PSI's 4Q18: (i) revenues at c. 59.03 mmlkairos (+11% up yoy), and (ii) adjusted EBITDAcat
6.94 million euros (c. +9.4% up yoy). Our quarteidtyecast implies FY18E: (i) revenues at c. 200.59
million euros (c. 8% higher yoy), and (ii) adjustéBIT of c. 16.05 million euros (approx. 20% highe
yoy) — slightly higher than the managerial guidafarehis year (15 million euros).

Going forward, we expect that the company will agki 245 million euros of revenues in 2022 with 2-
digit growth and 2,000 employees. The growth shdwdddriven mostly by increasing demand for
electrification of public transport and changestieel industry — new tariffs should result in geeateeds

in the future.

We expect the Company’s profit yoy momentum to riengeositive for the coming quarters. Over the
approaching years, we anticipate continuously mgigirofit margins due to positive changes in energy

and automobile industry (electrification of puliiansport).

We predict a more pronounced revenue expansion4iB19 because additional rollout orders from
framework agreements with key electricity and gaswork operators, acquisition of the Network

Control Software Segment PRINS from BTC, oil primpendent export businesses and vehicle
producers (electrical cars) which should acceldraalevelopment and expansion of teams to implemen

new technology for customers and partners.

We hold our positive stance toward the Company&es) continuing to view this exposure as a tok pic
among the European-listed energy control systerogigers for the current year. The reasons for this
continue to be five-fold : (i) growing business oppnities in public transport electrification, )(ii

substantial investment in the promising area —lligemt low voltage grid management for the US

Dr. Kalliwoda Research GmbH | Primary Research
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market, (iii) working towards intelligent integrati of electromobility into local transmission netks,

(iv) better than previously expected developmenthin South-East Asian business, where the return to
profitability will improve Energy Management's pitatility (v) possible synergies from its two
segments (divisions) of business due to the elieetiion of public transport, therefore we expe&i'®
business segments to “grow together”.

Given a significant upside to the Company’s currehare market price, we stick to our Buy LT

fundamental recommendation and an Overweight maekative bias vs. the Company’s shares. Strong

9M/2018 financials, positive momentum in Germanneenic indicators, promising investments in the
area of intelligent low-voltage grid management dmactions for the US market increasing share of
T energy from renewable sources in EU and unexpéatadround in SE Asia— should constitute a positive
' trigger and help the Company to close the sigmific@aluation gap.

Based on our valuation framework, we increase arget price, setting &2-month target price at
EUR 21.83 with upside of 39% at the current price.

7 Shareholder Structure with details

Baden-
Wiirttembergische
Versorgungsanstalt

/fﬁr Arzte, Zahnirzte
und Tierdrzte, 5.2%

Investmentaktienges
ellschaft fur
langfristige

Investoren TGY,

20.7% Harvinder Singh,

8.1%

Employee
consortium, 9.4%

Source: Company data, Dr. Kalliwoda Research GmbEopyright 2019

—
—
~
—
o
v
<
o
~
m—
>
-
-
|
—_—
.\J
Sa]

Dr. Kalliwoda Research GmbH | Primary Research



PSI Software AG | Comprehensive Wpdldanuary 2019

8 Profit and Loss Statements

w
E
g Fiscal year
<§' in EURm 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E
E‘ Sales split
< Energy management 64.15 67.23 69.22 70.00 73.07 77.38 80.36 84.03 87.12
9—: Production management 79.61 86.39 84.17 94.56 95.17 101.97 106.56 111.28 114.79
= Infrastructure management 31.64 30.06 23.47 24.68 32.35 33.28 34.21 34.66 37.27
8 Net sales 175.39 183.68 176.85 189.23 200.59 212.62 221.13 229.97 239.17
Changeininventories 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total Output 175.39 183.68 176.85 189.23 200.59 212.62 221.13 229.97 239.17
Cost of goods sold -33.10 -31.60 -26.21 -33.23 -34.34 -36.34 -38.16 -39.46 -41.06
Gross profit 142.29 152.09 150.64 156.01 166.25 176.28 182.97 190.52 198.11
Other operatingincome 8.42 5.49 5.02 3.78 4.01 4.25 4.42 4.60 4.78
Personnel costs -103.60 -106.82 -109.27 -103.79 -107.87 -117.91 -122.19 -126.61 -131.20
Depreciation & Amortization -3.88 -4.29 -4.29 -4.42 -4.68 -4.96 -5.16 -5.37 -5.58
Other operating expenses -36.05 -35.36 -30.26 -37.10 -41.66 -40.65 -40.14 -40.14 -41.00
BBIT 7.17 1111 11.84 14.49 16.05 17.01 19.90 23.00 25.11
Net financial results -1.50 -1.67 -0.60 -0.80 -0.90 -1.00 -1.05 -1.10 -1.00
EBT 5.66 9.44 11.23 13.69 15.15 16.01 18.85 21.90 24.11
Income taxes -1.57 -1.98 -2.68 -2.87 -3.18 -3.36 -3.96 -4.60 -5.06
Minority interests 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Net income/ loss 4.10 7.46 8.55 10.81 11.97 12.65 14.89 17.30 19.05
EPS 0.26 0.48 0.54 0.69 0.76 0.81 0.95 1.10 121
DPS 0.30 0.30 0.27 0.34 0.38 0.40 0.47 0.55 0.61
Changey-o-y
Net sales -0.54% 4.73% -3.72% 7.00% 6.00% 6.00% 4.00% 4.00% 4.00%
Total Qutput -0.54% 4.73% -3.72% 7.00% 6.00% 6.00% 4.00% 4.00% 4.00%
Cost of goods sold -4.84% -4.55% -17.05% 26.77% 3.35% 5.83% 5.00% 3.39% 4.07%
Qossprofit 0.52% 6.89% -0.95% 3.56% 6.56% 6.03% 3.79% 4.13% 3.98%
Other operatingincome 44.01% -34.77% -8.62% -24.56% 6.00% 6.00% 4.00% 4.00% 4.00%
Personnel costs -0.61% 3.10% 2.29% -5.02% 3.94% 9.30% 3.62% 3.62% 3.62%
Depreciation & Amortization 1.62% 10.41% 0.19% 2.83% 6.00% 6.00% 4.00% 4.00% 4.00%
COther operating expenses 2.53% -1.90% -14.42% 22.59% 12.29% -2.42% -1.25% -0.01% 2.14%
EBIT 71.94% 54.98% 6.54% 22.43% 10.75% 6.00% 17.00% 15.56% 9.20%
Net financial results 36.85% 11.10% -63.97% 32.89% 12.50% 11.11% 5.00% 4.76% -9.09%
EBT 84.50% 66.63% 19.02% 21.87% 10.65% 5.70% 17.75% 16.16% 10.12%
Income taxes -42.02% 26.45% 35.52% 7.19% 10.65% 5.70% 17.75% 16.16% 10.12%
Minority interests n.a n.a n.a na na na na n.a n.a
Net income/ loss 1004.85% 81.97% 14.64% 26.47% 10.65% 5.70% 17.75% 16.16% 10.12%
EPS 1004.85% 81.97% 14.64% 26.47% 10.65% 5.70% 17.75% 16.16% 10.12%
— DPS na 0.00% -9.21% 26.47% 10.65% 5.70% 17.75% 16.16% 10.12%
—:: Sharein total sales
:‘-C; Total Qutput 100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%
;‘},J Cost of goods sold -1887%  -17.20%  -1482%  -1756%  -17.12%  -17.09%  -17.26%  -17.16%  -17.17%
3 Qossprofit 81.13% 82.80 % 85.18% 82.44% 82.88% 82.91% 82.74% 82.84% 82.83%
":" Other operating income 4.80% 2.99% 2.84% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
: Personnel costs -59.07%  -5815%  -61.78%  -5485% -53.78%  -55.46%  -55.26%  -55.06%  -54.86%
X 5 Depreciation & Amortization -2.21% -2.33% -2.43% -2.33% -2.33% -2.33% -2.33% -2.33% -2.33%
B o COther operating expenses -20.55% -19.25% -17.11% -19.60 % -20.77% -19.12% -18.15% -17.45% -17.14%
o EBIT 4.09% 6.05% 6.69 % 7.66 % 8.00 % 8.00 % 9.00% 10.00% 10.50%
Net financial results -0.86 % -0.91% -0.34% -0.42% -0.45% -0.47% -0.47% -0.48% -0.42%
EBT 3.23% 5.14% 6.35% 7.23% 7.55% 7.53% 8.53% 9.52% 10.08%
Income taxes -0.89% -1.08 % -1.52% -1.52% -1.59% -1.58% -1.79% -2.00% -212%
Net income/ loss 2.34% 4.06 % 4.84% 571% 5.97 % 5.95% 6.73% 7.52% 7.96 %

Dr. Kalliwoda Research GmbH | Primary Research



Company Analysis

-~
—
o
—
o
oo
]
~
—
>
-—
- -
—_—
—
—
e
% &)

9 Balance Sheets
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Balance sheet - PSI AG

Fiscal year

in EURM 2014 2015 2016 2017 2018E 2019E 2020E
Assets

Cash and cash equivalents 29.31 38.83 43,01 43.04 41.59 51.27 58.97
Inventories 347 418 6.42 7.40 455 481 5.05
Trade accounts and notes receivables 33.71 36.17 2747 28.23 37.85 39.54 40.51
Receivables from long-term manufacturing 39.87 36.37 38.18 36.25 43.53 45,93 47.54
Other current assets 5.66 5.19 5.63 5.68 6.02 6.38 6.63
Qurrent assets 112.02 120.74 120.71 120.59 133.53 147.93 158.71
Property, plant and equipment 12.95 12.21 12.15 12.65 13.15 13.65 14.15
Goodwill and intangibles assets 61.50 59.42 57.75 60.64 63.67 66.85 70.20
Sharesin associated companies 0.15 0.15 0.15 0.15 0.16 0.17 0.18
Deferred tax assets 5.66 7.00 8.66 6.47 6.99 7.18 7.58
Non-current assets 80.26 78.78 78.72 79.92 83.98 87.86 92.11
Total assets 192.27 199.52 199.43 200.51 217.51 235.79 250.82
Liabilities

Trade payables 15.11 14.93 12.55 11.62 14.93 15.60 16.17
Cther liabilities 29.49 30.22 30.92 34.47 26.75 30.17 30.44
Liabilities from long-term manufacturing 26.01 28.82 25.73 19.69 3147 33.36 34.69
Financial liabilities 5.08 337 0.00 0.00 0.00 0.00 0.00
Provisions 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Current liabilities 75.70 77.34 69.20 65.78 73.15 79.13 81.30
Long-term bank debt 0.19 0.08 0.00 0.00 0.00 0.00 0.00
Pension provisions 47.08 46.98 52.04 52.19 55.32 58.64 60.98
Deferred tax liabilities 1.02 1.96 292 4,02 214 227 2.36
Long-term liabilities 48.28 49.03 54.95 56.21 57.46 60.91 63.34
Total liabilities 123.98 126.37 124.15 121.99 130.61 140.04 144.64
Shareholdersequity 68.29 73.15 75.27 78.52 86.90 95.75 106.17
Minority interests 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total equity and liabilities 192.27 199.52 199.43 200.5 1 217.51 235.79 250.82
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10 Cash Flow Statements

A
z
g Fiscal year
i in EURM 2014 2015 2016 2017 2018E 2019E 2020E
"
E Netincome/ loss 4.10 7.46 8.55 10.81 11.97 12.65 14.89
9“ Depreciation & Amortization 3.88 4.29 4.29 4.42 4.68 4.96 5.16
g Change of working capital 13.67 415 -0.56 -3.27 -7.01 1.26 -0.92
oI Others 2422 -1.882 1.050 3.30 -2.40 -0.06 -0.31
Net operating cash flow 24.07 14.01 13.34 15.26 7.23 188 1 18.83
Cash flow from investment -14.34 -2.23 -2.91 -5.37 -5.59 -5.90 -5.97
Free cash flow 9.73 11.78 10.42 9.89 1.64 1291 12.86
Cash flow from finanang -1.71 -2.11 -6.73 -9.86 -3.09 -3 .23 -5.16
Change of cash 7.51 9.52 4.18 0.03 -1.45 9.68 7.69
Cash at the beginning of the period 21.80 29.31 38.83 43.01 43.04 41.59 51.27
Cash at the end of the period 29.31 38.83 43.01 43.04 41.59 51.27 58.97
11 Financial Ratios
Fiscal year 2014 2015 2016 2017 2018E 2019E 2020E
Grossmargin 81.1% 82.8% 85.2% 82.4% 82.9% 82.9% 82.7%
EBITDAmargin 6.3% 8.4% 9.1% 10.0% 10.3% 10.3% 11.3%
EBIT margin 4.1% 6.0% 6.0% 7.7% 8.0% 8.0% 9.0%
Net margin 2.3% 4.1% 4.8% 5% 6.0% 5.9% 6.7%
Return on equity (ROE) 6.0% 10.5% 11.5% 14.1% 14.5% 13.8% 14.8%
Return on assets (ROA) 3.0% 4.7% 4.6% 5.8% 6.2% 6.0% 6.6%
Return on capital employed (ROCE) 4.4% 7.2% 7.2% 8.5% 8.8% 8.6% 9.3%
Net debt (in EURm) 2304 1161 9.03 9.15 1373 7.36 201
Net gearing 33.7% 15.9% 12.0% 11.7% 15.8% 7.™% 1.9%
Equity ratio 35.5% 36.7% 37.7% 39.2% 40.0% 40.6% 42.3%
Qurrent ratio 148 156 174 183 183 187 195
Quick ratio 0.91 1.04 1.10 117 117 123 131
Net interest cover 477 6.65 19.66 18.11 17.83 17.01 18.95
Net debt/ EBITDA 208 0.75 0.56 048 0.66 034 0.08
Tangible BWPS 1.10 150 164 184 2.38 294 361
Capex/ Sales -8.0% -0.8% -0.4% -2.8% -2.8% -2.8% -2.71%
o Working capital/ Sales 6.9% 4.3% 4.8% 6.2% 9.4% 8.2% 8.3%
=
S EV/ Sales 185 176 183 171 161 152 146
S.:j EV/ EBITDA 29.32 14.50 13.30 17.14 15.63 14.74 12.93
o EV/BBIT 4519 29.16 27.37 22.36 20.19 19.04 16.28
> P/ Tangible BVPS 14.25 10.45 958 851 6.60 534 435
= PIE 4557 27.15 2240 279 20.60 19.49 1655
55
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Revenue growth %
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Disclaimer

Essential information, disclosures and disclaimer

A. Essential information

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

Company Analysis

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

|. Information about author, company held accoutgabegulatory authority:

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

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

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

Il. Additional Information:

1. Sources of information:

Essential sources of information for the compilatiof this document are publications from domestit a
international information services and media (8lgomberg, dpa-AFX, Reuters, VWD, among othersjaficial
press(e.g. Allgemeine Zeitung Frankfurter, Borsenzeitufigancial Times Handelsblatt and othersjpecialized
trade press, published statistics, rating agerasesell as publications by peer group companiestamd¢ompany
itself. Additionally, conservation has been heldnwhe management of the company. This documentrmzaie
available to the company before publishing to emshie correctness of the information provided.

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

Within the scope of the evaluation of companies ffilwing valuation methods are applied: Multifdased
models (Price/Earnings, Price/Cash-flow, Price/Ba@ltue, EV/Sales, EV/EBIT, EV/EBITDA), peer group
comparisons, historic valuation methods, discogntimodels, sum-of-the-parts-approaches, substariuatimn
methods and swot-analyses. The valuation principfes models are dependent on macroeconomic factach,
as interest rates, exchange rates, raw materidl®mrasic assumptions about the economy. Beditesnarket
moods and market sentiment affects the valuatioentérprises. The approaches are based on expastatiat
could change rapidly and without advance warningpeting on developments specific to individual tofanThe
valuation results and fair values derived fromri@lels might therefore change accordingly.
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The ratings are the evaluation results and referfair value pricing reflecting a time-horizonwgs general relate
to a twelve-months. Nevertheless, evaluation resate subject to changing market conditions andstdate
merely a snapshot. The evaluation results andvidires may be reached faster or slower than exgpédstehe
analysts. The results and fair values may to bke sgavards or downwards.

DR. KALLIWODA RESEARCH GmbH uses the following ratj model:

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

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

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

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

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

3. Date of first publication of this document:11th of January 2019

4. Updates:

A specific update of this document has currentlybreen set. The research reflects the author’sejumegt on the

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

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

I1l. Disclosures about potential conflicts of ingst:

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

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

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

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

3. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties could have participatedn leading a consortium for the emitter via a pubic offering of the
financial instruments that are the subject of thisresearch.
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4. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties might have been partya an agreement on the provision of investment bankg services with
the emitter which is the subject of this researchpr have received services or a pledge to perform der the terms of such
an arrangement during the same period.

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

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