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Company Analysis

Further jump in Group sales expected

m The outstanding operating efficiency in the younpemating segments

Industry: Automotive Supplier Electromobility and Mechanics (Body Kinematics Jimitas a crucial element

Country: Germany in the company’s organic growth in the fiscal yeal7. In the last 12M

ISIN: DE0005558696 . . )

Bloomberg: PGNG.DE period, paragon AG produced sales of € 124.8m {pusvyear: € 102.8m),

Reuters: PGN GR which indicates an increase of 21.4%. EBITDA thine increased 5.8% to

Website: VWiW.paragon.ag €17.0m (former year: € 16.1m), which translatesatoEBITDA margin of
13.6% (previous year: 15.7%).

Last Price: 54.90

High Low m Due to the decreased financial result of € -4.4ra\(pus year: € -3.2m), EBT

Price 52 W.: 9528  51.20 ] . .

Market Cap. (EURM) 248.49 also fell to € 3.2m (former year: € 5.8m). Simué#taosly, income taxes

No. of Shares (in m) 453 inflated to € 3.9m (previous year: € 2.2m). Overdle paragon Group
produced a consolidated net loss of € -0.7m iryda under assessment.

Shareholders

m Since some extraordinary expenses, an amount ohdr&UR 2.2 million
Klaus-Dieter Frers 50.01% could not be passed on to customers as planndikipdst year, the bottom

Free Float 49.99% line results were negative. Nevertheless, we belithat the consistent
implementation of company’s long-term strategy odfgpable growth along
Performance the megatrends in the automotive industry shoulteridize soon. Although
4 Weeks -23% . . L .
26 Weeks _30%‘: the Company is actually offering significant sadgewth, we feel the serious
52 Weeks -3% acceleration in income growth will start from 20di9mid 2018 onwards.
m We still believe that the main driver will be theerdonstration of the
Dividend in EUR in % , . . . -
Company’s potential to speed up manufacturing @ctebmobility, by means
2011 025  4.20% of boosting automated serial production of batteydules for intralogistics
2012 035 3.81% S
2013 025 238% applications.
2014 025 1.76% ) ) )
2015 025  0.79% m Under those circumstances, we keep high our emd-tevenue and income
—:3 2016 0.25  041% estimates for the Company anticipating the incredssales by 18% (CAGR
—| 1 Chart 2018-20E) and improvement in net income to abovid® by 2019E. The
- -year Char . . .
3 B 4 stock has a rating Buy with a Target Price of € ha8ed on DCF model.
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31 . Key Figures
- = 7 EURmM 2012 2013 2014 2015 2016 2017 2018E 2019E
e 58
_; 63
= ” Net sales 70,4 739 79,0 95,0 1028 1248 1748 206,2
Ey EBITDA 11,8 12,5 10,5 14,2 16,1 17,0 27,2 34,1
48 EBIT 7,8 7,9 6,2 78 8,9 7,6 15,3 22,1
S N A Net income 46 3,9 2,8 34 36 -0,7 71 121
B b S - L S
Analyst EPS 1,1 1,0 0,7 08 0,8 0,1 1,6 2,7
BVPS 3,2 3.9 4,2 4,7 7,7 39,1 40,7 43,1
Dr. Norbert Kalliwoda
Email: nk@kalliwoda.com RoE 40,6%  27,3% 16,8% 18,6% 13,3% -0,6% 3,9% 6,4%
Phone: +49 69 97 20 58 53 EBIT margin =~ 11,0% 10,7% 79% 8,2% 8,7 % 6,1% 8,8% 10,79
www.kalliwoda.com P/E 48,7x  57,2x 81,4x 66,4x 69,0x  -378,2x 35,2x 20,5x
P/BVPS 17,3x 14,2x 13,1x 12,1x 7,3x 1,4x 1,4x 1,3x
Also see our B|00mberg pageKALL EV/EBITDA 23,8x 22,4x 26,6x 19,7x 17,4x 16,5x 10,3x 8,2x

Source: Company, Dr. Kalliwoda Research GmbH © Cigpy 2018
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paragon AG | Update | May 2018

1 Company Profile

paragon AG (the Company thereafter) was founded988 as an electronics manufacturer. The
company's headquarters are located in Delbruck tiN&hine-Westphalia). Other Company’s
divisions are based in Suhl, St. Georgen, BexbachNuremberg (production or development). The
paragon AG has also finished to build a batterydpotion plant in Texas (USA) and a factory in

Kunshan (greater Suzhou region).
1.1 Products and Market Share

Founded as a contract manufacturer for electropgsggon is now a pure Tier 1 automotive supplier.
Its main focus relies on auto electronics for iimerproducts to enhance the health, comfort,
communication and efficiency. The product catalogudes more than 170 products with a capacity

of over 15 million units produced per annum, iniédd to its 250 patents owned.

Divisions

Sensors Acoustics Electromobility

Air quality sensor AQS Microphone Energy Storage Powerpack
Air improvement system Seatbelt microphone blet mic Motor Controller MoDrive
Air treatment system DC/DC Converter DCCon
Clutck travel sensor Onboard Charger ChargeON

All gear sensor
Start-stop sensor

Cockpit kinematics
Interfaces Aerodynamic
Cradles & Consoles Comfort

cTablet docking station Convertible tops
Instruments Safety

Controls

Reversing camera system
Stepper Motors

Source: Company, Dr. Kalliwoda Research GmbH © Gigpy 2018

Many of paragon’s products own its unique featusesh as the Voltabox battery systems, when they
come to fruition in the enhancement of electronigbibr commercial vehicles. The sensors, besides,
can be softer and simultaneously faster gearsisftyell as for the vehicle manufacturer resultimg i

economic benefits, where a separate reverse gesworss no longer required.
1.2 Clients

paragon AG maintains long-term customer relatigmshhich is translated in the fact that its oved 17
products are currently demanded by 23 customersl#® vehicle models, where the largest
automotive producers, Audi, VW, Daimler, BMW andr§uhe, cover approximately 70% of total
sales (end of 2017). Even though the company reasingly receiving new orders from new products
and developed applications, such as CO? sensomsless charging products or new innovative belt

microphones.

Dr. Kalliwoda Research GmbH | Primary Research
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1.3 Strategic partnership

In mid June, 2016, the Company announced that,alok, a subsidiary of paragon AG, based in
Austin, Texas, has arranged an exclusive stratpgitnership with Joy Global (how owned by
Komatsu) to produce smart battery systems for rgieiquipment. The first supply of complex battery
systems have been delivered in Q4 2017. The batianagement system is developed by designers in
this sort of way that the accessible energy isntiggd for an entire shift of work in the mines vghil
making the most of the entire battery life. Thisngplizes a substantial enhancement over the lead-
acid batteries presently utilized by mine operatimmatsu is one of Voltabox’s largest clients wath

big contribution of total order backlog.

paragon has regularly demonstrated its capabititpioneer and provide leading-edge technology
development for both top tier automotive OEMs amgghificantly for blue-chip clients throughout its
Electromobility division. Responding to several egneg global topics, paragon has placed itself as a
strategic partner to many global players, sucheasnt announcements with Joy Global and KUKA,
both of which consider the group into new and dewelg end-markets and further minimize
dependence on pure automotive drivers. While @gwuibility is turn out to be the main driver over
the medium term, the Group’s core businesses carp expand with technology advancement and

international reach.

1.4 Corporate structure

paragon AG

100% 100% 100% 60,03%
productronic SphereDesign paragon Automotive Voltabox
GmbH GmbH Kunshan Co., Ltd. AG
KarTec paragon Voltabox
Standort 1009 100% 100%
GmbH % movasys GmbH of Texas Inc.
100%
paragon Automotive
Standort Technology
(Shanghai) Co., Ltd.

Standort

NURNBERG

Standort

BEXBACH

Source: Company
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2 SWOT

Strengths

» Combination of innovation and integration of
force through company-wide culture of
innovation with a focus in developing new
products , while observing the product
integration into the overall system for the
automobile manufacturers; by First-Mover-
Advantage and high success rate of bringing
products to the market. Over 170 products and
250 patents.

* Products with unique features in niche
markets with high quantities in automated
manufacturing. Therefore high margins and
strong market position in several areas.

« Direct supplier with many years of customer
loyalty, knowing what customers want, means
entry-market barriers.

» Growth potential across all divisions,
supported by blue-chip customer base.

* Increasing use of paragon products in the
compact and mid-rangethrough new
technologies and efficient production with a
high degree of automation and economies of
scale, eg. Air quality.

Growth and diversification through the field

of electric mobility by expanding the customer
base to smaller commercial vehicles in
domestic and urban areas, where applications
are already in use for electric mobility.

Reduction of product-specific integration
costs for the customethrough development of
applications to support the vehicle installation
can be a significant competitive advantage.

Considerablgipeline of new product
introductions arriving at market via R&D
investment

S opounces W Res |

paragon AG | Update | May 2018

| Weaknesses

* High business riskdue to strong sales focus on
three German automotive manufacturers in the
premium area, tempered by long-term customey
relationships under contracts, all model series,
and the relatively small dependence of
premium manufacturers.

* Low negotiating powerwith customers and
suppliers in the low-selling environment of
numerous competitors mitigated by the
relatively higher willingness to pay the
premium end-user customers.

« Strong competitionwith high pressure to
innovate, since more than half of key
innovations are taking place in the field of
electronics.

* Products are not expected to develop their
potential and the number of units produced
cannot cover the costs. paragon AG tries to
avoid this by an intensive dialogue with
automobile manufacturers.

» Competitor may displaceparagon of revenue-
important market niches.

* An unexpected slump in the automobile
industry maylead to liquidity difficulties at
paragon.

« Significantproduction increaseneeds to be
delivered

Source: Company, Dr. Kalliwoda Research GmbH © Gigpy 2018
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3 Valuation

Our DCF model for paragon AG indicates a 12-moathvalue of € 97.6 per share.

a. WACC

The discount rate was calculated by deriving théglted cost of capital. We assumed that the target

capital structure will not change in the subseqbeisiness years. Figuring a risk prime follows @&PM

and covers in particular the systemic risks (marisétprime exp. company specific risk).

WACC assumptions

Company Analysis

Equity

Long-termrisk free rate 2.0%
Market risk premium 5.8%
Beta 1.00
Equity costs 7.8%
Debt

Debt costs (before tax) 3.2%
Taxe rate on debt interest 30.0%
Debt costs (after tax) 2.2%
Equity value 61.0%
Debt Value 39.0%
Gearing 63.8%
WACC 5.6%

Source: Company, Dr. Kalliwoda Research GmbH © @igpy 2018

b. DCF

in EURm 2017 2018E 2019E 2020E 2021E 2022E

Net sales 124,8 174,8 206,2 239,2 275,1 308,1
(y-0-y change) 21,4% 40,0% 18,0% 16,0% 15,0% 12,0%

EBIT 7,6 153 22, 251 28,6 31,9
(EBIT margin) 10,5% 8,0% 9,9% 9,8% 9,8% 9,8%

NOPLAT 50 10,2 15,5 17,6 20,0 22,3

+ Depreciation and Amortization 9,4 11,9 12,0 13,2 15,1 16,9

= Net operating cash flow 14,3 22,1 274 30,7 352 39,2

- Total investments (Capex and WC) 37,8 3,7 -18,9 -23,4 -25,9 -26,8
Capital expenditure -10,9 -23,4 -22,3 -22,7 -23,9 -25,1
Working capital -26,8 19,7 34 -0,7 -1,9 -1,7

= Free cash flow (FCF) -234 18,5 8,6 7.3 9.3 12,4

PV of FCF's -225 16,8 7.4 6,0 72 @il

PV of FCFs in explicit period 239

PV of FCFs in terminal period 479,5

Enterprise value (EV) 503,4

+ Net cash/ - net debt -31,7

+ Investitionen / - Minderheiten 0,0

Shareholder value 471,7

Number of shares outstanding (m) 4,5

WACC 5,6%

Cost of equity 7,8%

Pre-tax cost of debt 3,2%

Normal tax rate 30,0%

After-tax cost of debt 2,2%

Share of equity 61,0%

Share of debt 39,0%

Fair value per share in € (today) 104,2

Fair value per share in € (in 12 months) 110,1

Source: Company, Dr. Kalliwoda Research GmbH © @gpy 2018
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4 Financials

4.1 Financial Performance in 12M/2017

The outstanding operating efficiency in the youpgrating segments Electromobility and Mechanics

(Body Kinematics unit) was a crucial element in ¢toenpany’s organic growth in the fiscal year 2017.

Segment Revenues

in EURmM 2017 Share% 2016 Share %
Electronics 90,8 72,74 85,3 82,96
Electromobility 24,7 19,79 14,3 13,91
Mechanics 9,3 7,45 3,2 3,11
Total 124,8 102,8

Source: Company, Dr. Kalliwoda Research GmbH © Gigpby 2018

In the last 12M period, paragon AG produced safe€ ©24.8m (previous year: € 102.8m), which
indicates an increase of 21.4%. EBITDA there-foiréased 5.8% to €17.0m (former year: € 16.1m),
which translates to an EBITDA margin of 13.6% (joer¢ year: 15.7%).

The business performance of the company duringalsefiscal year was again primarily described by
a boost in the take-rate for particular air quadignsors and an rise in the output volume of thetmo
recent generation of hands-free microphones and mlany production starts off for display

instruments and the most up-to-date generatioujostable spoilers.

Net sales in the Electromobility operating segmanteased to €27.3m (previous year: €14.5m), of
which €24.7m was obtained with third-parties. Toyerating segment is symbolized by the Voltabox
subsidiaries in Germany and the U.S. With a bo®st30% in third party sales, this operating

segment published extraordinarily high progressadyins. The most significant progress factor was
the serial production of battery modules for fdtkli EBIT for the operating segment totalled to6&Q.

(previous year: €-3.7m).

The most significant operating segment, Electrgricsused Group activities with sales of € 94.9m

(preceding year: €89.5m).

Mechanics segment's operating sales achieved €7¢lienious year: €60.3m). Of this number,
€9.3m was accountable to third-party sales in thdyBKinematics unit (previous year: € 3.2m). With
a rise in expansion of 188.0%, this operating seqrakso obtained especially solid progress. EBIT fo

the operating segment was €1.2m (previous yedr:1enm).

Total assets raised as of December 31, 2017, tb.831(the end of 2016: €115.6m), that is primarily
accountable to capitalization of development cdbis,issue of the 2017/2022 bond with a volume of
€ 50 million by the end of the 6M/2017, the IPCtlné subsidiary Voltabox AG in the fourth quarter,

Dr. Kalliwoda Research GmbH | Primary Research
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the acquisition of HS Genion GmbH along with theerin receivables in the Electromobility operating

segment.

Cash flow from operating activities reduced in 112M/2017 to € -8.4m (previous year: € 16.8m). In

addition to the reduced earnings before taxes (EBI9 is mainly because of a sizeable build up in
trade receivables. Cash and cash equivalents astbtm€145m as of the end of the coverage period
(previous year: €14.28m).

Key facts in 12M/2017

in EURm 12m/17 12Mm/16 Change

Netsales 124.82 102.79 21.4%
EBITDA 17.03 16.09 5.8%
EBITDA Margin 13.6% 15.7%

EBIT 7.63 8.93 -14.5%
EBIT margin 6.1% 8.7%

Netincome -0.66 3.56 -118.4%
Net margin -0.5% 3.5%

Source: Company, Dr. Kalliwoda Research GmbH © Cighy 2018

Cost structures comparison 12M/2017 vs. 12M/2016

60.00% S7O0% T 56.13%

50.00%

40.00%

28.25% 28.45%

30.00%

20.00%

10.00%

0.00%

CoGS Personnel costs Depreciation & Other operating

Amortization expenses
m12M/17 m12M/16

Source: Company, Dr. Kalliwoda Research GmbH © Gigpy 2018
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5 Outlook

Overall, the Company reported promising resultshentop line. However, the bottom line was burden

be exceptionally high depreciation, significantlgtrer financial expenses and income tax bill.

In the fiscal year 2017, the company crafted twyp decisions that defined the future development of
the Group. The company issued a new corporate baitildsa total volume of € 50m on June 27, 2017,
coupon rate of 4.5% maturing at July 5, 2022. Opt&aber 11, the Management Board of paragon
AG authorized the IPO of the entirely owned sulasidVoltabox AG. The placement volume totalled

to € 151.8m, of which Voltabox AG was given € 138.8nd paragon AG € 12.0m in gross proceeds

from the placement.

We still believe that Voltabox has huge growth pexgs, but paragon has substantially more to
deliver. The main driver of the company growthdsaccelerate paragon’s growth in the Electronics
operating segment. We strongly believed that thepamy will gain particularly powerfully from the
alterations in the automotive value chain in thedime term. Additionally, the company’s should
increase revenues from new source called “MirrotPH a shared mobility business model operated

by a German premium manufacturer.

The other area of potential exceptional growth isomaomous driving. The company works on
different approaches due to many legal issue wwdleprepared when the demand starts growing. One
of the major research area focuses on retakingraloftom the autonomous system and takes an

innovative strategy here, and we can expect tookiied at the end of the year.

Looking at the future financials, we expect topelito expand on the both qoq and yoy basis at a
double-digit clip as the Company should record meprg revenues in 2018. Recent investments,
particularly in the development of production silesGermany, the U.S. and China, should begin to
feed thru the P&L and this effect ought to be \&siblso in the following periods. The company
guidance for 2018 represents total sales of €1720@8, which constitute a 40% yoy jump and a
EBIT-Margin of 9%.

Despite the recent price drop, we hold our favolerafew of the company due to its very careful
business attitude, balanced growth prospects aodgsturrent efficiency. We see the company as top
European pick as a recognized systems supplier witiducts and services that address the
megatrends of urbanization, digitization, CO2 rditucand comfort. With a massive fundamental
upside to our 12M EFV, we think the Company mayeoff value on top of a balanced organic

business growth.

Under those circumstances, we keep increase outeemdrevenue and income estimates for the
Company anticipating the increase of sales by 40%0il8 and 18% in 2019 and 16% in 2010 and
improvement in net income to above € 12m by 2019te. stock has a rating Buy with a Target Price
of € 110 based on DCF model.

Dr. Kalliwoda Research GmbH | Primary Research
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6 Shareholder’s Structure

Company Analysis

Source: Company, Dr. Kalliwoda Research GmbH © Cighy 2018
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e
* ;; Fiscal year
.L.'h' in mEUR 2012 2013 2014 2015 2016 2017 2018E  2019E
g Net sales 70,45 73,88 79,04 94,99 102,80 124,82 174,75 206,21
-'::"_: Change in inventories 0,57 0,26 0,79 1,44 -0,90 -1,14 0,05 -0,14
ey Capitalised assets 2,03 1,68 515 12,75 14,60 16,39 15,49 15,94
% other operating income 2,02 1,10 1,35 3,18 1,10 1,38 1,40 1,43
:-—L- Total Output 75,05 76,91 86,33 112,37 117,60 141,45 191,70 223,44
— Cost of goods sold -36,95 -36,27 -41,85 55,52 -57,04 -71,23 -97,96 -111,94
—
.-:: Gross profit 38,10 40,64 44,48 56,85 60,56 70,23 93,74 11150
Personnel costs -18,85 -19,60 -21,76 -26,31 -29,20 -35,26 -42,37 -49,60
Depreciation & Amortization -3,89 -4,31 -4,27 -6,29 -7,20 -9,39 -11,88 -11,96
Write-downs -0,14 -0,27 -0,02 -0,11 0,00 0,00 0,00 0,00
Other operating expenses -7,45 -8,54 -12,20 -16,33 -15,20 -17,94 -24,16 -27,81
EBIT 7,78 7,92 6,25 7,81 8,96 7,63 15,34 22,12
Net financial results -1,08 -1,49 -1,96 -2,79 -3,20 -4,38 -4,76 -4,83
EBT 6,70 6,43 4,29 5,02 5,76 3,25 10,58 17,29
Income taxes -2,07 -2,49 -1,51 -1,62 -2,20 -3,91 -3,51 -5,19
Minority interests 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Netincome /loss 4,64 3,95 2,78 3,40 3,56 -0,66 7,07 12,10
EPS 1,13 0,96 0,67 0,83 0,80 -0,15 1,56 2,67
Change y-0-y
Net sales na 4,87% 6,98% 20,18% 8,22% 21,42% 40,00% 18,00%
Total Output na 2,47% 12,25% 30,16% 4,66% 20,28% 35,52% 16,56%
Cost of goods sold na -1,85% 15,39% 32,66% 2,74% 24.,88% 37,53% 14,28%
Gross profit na 6,67% 9,45% 27,80% 6,53% 15,95% 33,48% 18,94%
Personnel costs na 3,98% 10,98% 20,92% 11,00% 20,76% 20,14% 17,09%
Depreciation & Amortization na 10,91% -1,02% 47 ,55% 14,49% 30,33% 26,55% 0,65%
Other operating expenses na 14,59% 42,85% 33,92% -6,93% 18,03% 34,64% 15,14%
EBIT na 1,88% -21,13% 24,95% 14,74% -14,80%  100,92%  44,24%
Net financial results na 38,35% 31,68% 42,05% 14,82% 36,97% 8,56% 1,58%
EBT na -3,99% -33,36% 17,12% 14,70% -4357%  22547% 63,43%
Income taxes na 20,34% -39,15% 7,01% 35,97% 77,59% -10,11% 47,68%
Netincome /loss na -14,82% -29,71% 22,63% 4,59% na na 71,26%
EPS na -14,82% -29,71% 22,63% -3,83% na na 71,26%
Share in total revenues
Net sales 100,00 % 100,00 % 100,00 % 100,00 % 100,00 % 100,00 % 100,00 % 100,00 %
Total Output 106,54 % 104,10 % 109,23 % 118,29 % 114,40 % 113,32% 109,70 % 108,36 %
Cost of goods sold -52,45 % -49,09 % -52,95 % -58,44 % -55,48 % -57,06 %  -56,06 % -54,29 %
Gross profit 54,09 % 55,01 % 56,28 % 59,85 % 58,91 % 56,26 % 53,64 % 54,07 %
Personnel costs -26,76 % -26,54 % -27,53 % -27,69 % -28,40 % -2825%  -24,24% -24,06 %
Depreciation & Amortization -5,51% -5,83 % -5,40 % -6,62 % -7,01 % -7,52 % -6,80% -5,80 %
Write-downs -0,19 % -0,36 % -0,02 % -0,12 % 0,00 % 0,00 % 0,00% 0,00 %
Other operating expenses -10,58 % -11,56 % -15,43 % -17,19% -14,79 % -1437%  -13,82% -1349%
EBIT 11,04 % 10,72 % 791 % 8,22 % 8,72% 6,12 % 8,78% 10,73%
Net financial results -1,53 % -2,02 % -2,48 % -2,93 % -3,11% -3,51 % 272% -234%
EBT 9,51 % 8,71 % 542 % 5,29 % 5,60 % 2,60 % 605% 8,38%
Income taxes -2,93% -3,36 % -191% -1,70 % -2,14% -3,13% -201% -252%
Minority interests 0,00 % 0,00 % 0,00 % 0,00 % 0,00 % 0,00 % 0,00% 0,00%
Netincome /loss 6,58 % 5,34 % 351% 3,58 % 3,46 % -0,53 % 404% 587%

Source: Company, Dr. Kalliwoda Research GmbH © Gigpy 2018
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8 Balance Sheet

Balance Sheet - paragon AG

Company Analysis

Fiscal year

in mEUR 2012 2013 2014 2015 2016 2017 2018E 2019E
Assets

Cash and cash equivalents 14,08 17,65 13,26 8,45 14,30 143,81 183,37 190,02
Inventories 7,31 747 6,91 11,22 13,70 17,34 22,81 20,07
Trade accounts and notes receivables 1,79 6,04 9,76 10,38 8,40 32,66 10,93 13,25
Other current assets 2,20 1,95 2,40 2,81 3,30 6,24 6,74 8,31
Current assets 25,39 33,10 32,34 32,86 39,70 200,06 223,85 231,65
Property, plant and equipment 13,54 12,98 20,18 34,55 37,40 36,36 46,36 56,36
Goodwill + intangible assets 491 5,60 9,44 24,73 38,00 67,44 43,00 43,30
Firmenwert 0,00 0,00 0,00 0,77 0,80 0,80 0,80 0,80
Other assets 0,12 0,25 0,47 0,41 0,40 0,44 0,76 0,89
Deferred tax assets 0,00 0,00 0,00 0,00 0,00 7,55 0,00 0,00
Non-current assets 18,577 18,834 30,082 59,692 75,800 111,787 90,118 100,554
Total assets 43,97 51,94 62,42 92,55 115,50 311,85 313,97 332,20
Liabilities

Trade payables 3,04 3,36 6,12 10,72 16,40 17,49 20,93 2392
Other liabilities 8,13 591 4,54 7,04 7,10 9,64 1136 1340
Short-term financial debt 2,39 2,86 5,50 9,34 12,40 19,05 22,05 27,05
Provisions 0,30 0,06 0,09 0,02 0,10 0,22 0,20 0,17
Current liabilities 13,86 12,18 16,24 27,12 36,00 46,41 5454 64,55
Long-term financial debt 12,26 20,21 24,71 38,53 33,60 67,32 63,82 59,32
Special benefits 2,09 1,50 1,27 1,18 3,30 1,01 2,10 2,47
Pension obligations 2,73 1,22 1,88 2,09 2,50 3,00 1,75 2,06
Deferred tax liabilities 0,00 0,94 1,12 3,561 5,50 17,05 7,51 8,87
Other non-current liabilities 0,00 0,00 0,00 0,72 0,00 0,00 0,00 0,00
Long-term liabilities 17,08 23,86 28,98 46,03 44,90 88,38 75,18 72,72
Total liabilities 30,94 36,04 45,23 73,15 80,90 134,79 129,72 137,27
Shareholders equity 13,03 15,89 17,20 19,40 34,70 177,06 184,25 194,93
Minority interests 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Total equity and liabilities 43,97 51,94 62,42 92,55 115,60 311,85 313,97 332,20

Source: Company, Dr. Kalliwoda Research GmbH © Gigpy 2018
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9 Cash Flow Statement

-
e Fiscal year
=
_g._: in mEUR 2012 2013 2014 2015 2016 2017 2018E 2019E
"'E“ Netincome 4,6 39 28 34 3,6 -0,7 71 121
Eﬂ Depreciation & Amortisation 3,9 43 43 6,3 49 9,4 119 12,0
= Others -0,9 0,9 0,3 35 21 41 -2,0 1,3
E Change of working capital -1,8 -4,1 -0,4 -0,3 52 -26,8 19,7 3,4
J Increase (-), decrease (+) ininventories -0,4 -0,2 0,6 -4,3 -2,5 -3,6 -5,5 2,7
Increase (-), decrease (+) in trade receivables -1,3 -4,2 -3,7 -0,6 2,0 -24,3 21,7 -2,3
Increase (+), decrease (-) in trade payable 0,0 0,3 2,8 4,6 57 11 34 3,0
Others wc positions 0,0 0,0 0,0 0,0 -4,1 0,0 1,0 2,0
Net operating cash flow 5,8 51 6,9 12,9 16,8 -40,8 57.4 34 2
Cash flow from investing -6,2 -4.8 -15,7 -32,3 -23,3 -10, 9 -234 223
Free cash flow -0,3 0,3 -8,7 -19,5 -6,5 -51,7 34,0 11,9
Cash flow from financing -0,9 3,3 43 14,7 12,2 181,2 5,6 - 53
Change in cash -1,2 3,6 -4,4 -4,8 5,8 129,5 39,6 6,6
Cash, start of the year 15,3 14,1 17,6 13,3 8,5 143 1438 1834
Cash, end of the year 14,1 17,6 13,3 8,5 14,3 143,8 183,4 190,0

Source: Company, Dr. Kalliwoda Research GmbH © Gigpy 2018

10 Ratios

Fiscal year 2012 2013 2014 2015 2016 2017 2018E 2019E
Gross margin 50,8% 52,8% 51,5% 50,6% 51,5% 49,6% 48,9% 49,9%
EBITDA margin 15,7% 16,3% 12,2% 12,6% 13,7% 12,0% 14,2% 15,3%
EBIT margin 10,4% 10,3% 7,2% 6,9% 8,5% 10,5% 8,0% 9,9%
Net margin 6,2% 5,1% 3,2% 3,0% 3,1% -0,5% 3,7% 5,4%
Return on equity (ROE) 40,6% 27,3% 16,8% 18,6% 13,3% -0,6% 3,9% 6,4%
Return on assets (ROA) 13,4% 11,3% 8,3% 8,0% 6,5% 1,7% 3,8% 5,2%
Return on capital employed (ROCE) 17,9% 12,2% 8,8% 8,1% 6,9% 1,9% 3,9% 5,8%
Net debt (in EURm) 0,6 5,4 16,9 39,4 31,7 -57,4 -97,5 -103,6
Net gearing 4,4% 34,1% 98,5% 203,1% 91,4% -32,4% -52,9% -53,2%
Equity ratio 29,6% 30,6% 27,6% 21,0% 30,0% 56,8% 58,7% 58,7%
Current ratio 183,2% 271,8% 199,1% 121,2% 110,3% 431,1% 410,4% 358,9%
Quick ratio 114,6% 194,4% 141,8% 69,4% 63,1% 380,3% 356,2% 314,9%
Net interest cover 7,2 5,3 3,2 2,8 2,8 1,7 3,2 4,6
Net debt/EBITDA 0,05 0,43 1,61 2,77 1,96 -3,37 -3,58 -3,04
CAPEX/Sales 8,2% 6,0% 19,4% 37,8% 22,7% 8,8% 13,4% 10,8%
Working capital/Sales 0,2% 8,4% 10,7% 7,0% 1,8% 23,3% 4,7% 2,1%
EV/Sales 4,0 3,8 3,5 2,9 2,7 2,2 1,6 1,4
EV/EBITDA 23,8 22,4 26,6 19,7 17,4 16,5 10,3 8,2
EV/EBIT 36,0 35,4 44,8 35,9 31,4 36,7 18,3 12,7
P/BVPS 17,3 14,2 13,1 12,1 7,3 1,4 1,4 1,3
P/E 48,7 57,2 81,4 66,4 69,0 -378,2 35,2 20,5
P/FCF -651,0 779,0 -25,9 -11,6 -34,7 -4,4 6,7 18,9

Source: Company, Dr. Kalliwoda Research GmbH ©yight 2018
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Disclaimer

Essential information, disclosures and disclaimer

A. Essential information

The investments in financial instruments and séiesrie.g. equities, bonds) generally involved @hhisks. It

is possible that the investors lose some or athefinvested money. Potential investors shouldviere of the
fact that the prices of securities could fall aigr The income from such an investment might besiderable
fluctuations. Investment strategies are not appatprat all times and past results are not a gteeafor the
future performance. Investors should make their caval independent decisions as to whether a risky
investment.

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

|. Information about author, company held accoutgabequlatory authority:

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

Regulatory authority for DR. KALLIWODA RESEARCH Grhhbis the Federal Financial Supervisory Authority
(BaFin), Graurheindorfer Strae 108, 53117 Bonnmin@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 domestic a
international information services and media (eBipomberg, dpa-AFX, Reuters, VWD, among others),
financial presge.g. Allgemeine Zeitung Frankfurter, Bérsenzeifufigancial Times Handelsblatt and others)
specialized trade press, published statistic:ygagencies as well as publications by peer groagpanies and
the company itself. Additionally, conservation hasen held with the management of the company. This
document was made available to the company befobdishing to ensure the correctness of the infoionat
provided.

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

Within the scope of the evaluation of companiesfti®wing valuation methods are applied: Multifdased
models (Price/Earnings, Price/Cash-flow, Price/Baalkue, EV/Sales, EV/EBIT, EV/EBITDA), peer group
comparisons, historic valuation methods, discogntitodels, sum-of-the-parts-approaches, substarigaticm
methods and swot-analyses. The valuation princighesmodels are dependent on macroeconomic fastaeh,
as interest rates, exchange rates, raw materidlsmibasic assumptions about the economy. Begluesparket
moods and market sentiment affects the valuatioentérprises. The approaches are based on expest#tiat
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could change rapidly and without advance warningoeding on developments specific to individual totan
The valuation results and fair values derived ftbemmodels might therefore change accordingly.

The ratings are the evaluation results and refea fair value pricing reflecting a time-horizon o general
relate to a twelve-months. Nevertheless, evaluatEsults are subject to changing market conditiand
constitute merely a snapshot. The evaluation resatid fair values may be reached faster or slohvan t
expected by the analysts. The results and fairegatay to be scale upwards or downwards.

DR. KALLIWODA RESEARCH GmbH uses the following ratj model:

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

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

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

REDUCE: Based on our analysis, we expect the stock to caussgative 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:07th of May 2018.

4. Updates:

A specific update of this document has currently meen set. The research reflects the author’sejuggt on
the date of this publication and is subject to geawithout any notice. The document might be incetepor
reduced and it may not contain all information caming the company covered. It is in the sole decisf DR.
KALLIWODA RESEARCH GmbH whether and when a potehtipdate of this research is made.

lll. Disclosures about potential conflicts of inést:

The business model of DR. KALLIWODA RESEARCH Gmbs#lhased on economic relationships with issuer
company and equity transactions to be performeating to the issuer’s stock. Dr. Kalliwoda Resednak
entered into an agreement about the creation sfdbcument with the company which is, or whoserfiiel
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 parsloat were involved in the preparation of thisesrch or
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 shject of the research.

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

Company Analysis

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.

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 researchor have received services or a pledge to perform der the terms of such
an arrangement during the same period.

5. DR. KALLIWODA RESEARCH GmbH employees or other persons that were involved in the preparation of this
document or related parties may have other 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 sulge of this
research, resulting in receiving the compensatiorof preparation of this research.

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

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

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

The analysts that composed this research did ieive or acquire shares in the emitter that is stifgect of
this document at any time. The analysts mentiohede herby certify that all of the views expresaedurately
reflect the individual views about the emitter. part of the indemnity was, is or will be, directy indirectly,
linked to the evaluation result or views expredsgthe analyst in this research.

C. Disclaimer:

This document is published and being distributed Of§. KALLIWODA RESEARCH GmbH solely for
informational purposes and for the personal us@drgons in Germany. This research is not intendeaketin
any form an offer or advice to buy or sell the siims referred to herein. This research is intehtte provide
information to assist investors in making their awnestment decisions. Any decision to purchasesayrities
of the emitter must be made solely on the baste@information contained in the offering documentsn the
emitter relating to such securities and not onatwtents hereof. Furthermore, our recommendation moa be
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fully suitable to every investor, depending on thievestment objective, individual financial sitigat or targeted
holding period.

Potential investors should seek professional ardivishual information and advice before making their
investment decisions. This document neither canstta contract or any kind of obligation.

Neither this document nor any copy, in whole ompart, thereof may be distributed in any other plidson
where its distribution might be restricted by laamd person into whose published this document cahesld
inform and observe themselves about any suchcgstrs.

The information within this document has been otsdi from sources believed by DR. KALLIWODA
RESEARCH GmbH to be reliable. DR. KALLIWODA RESEARGSmMbH does not examine the information to
be verify and complete, nor warrantees its corexgrand completeness. Although due attention hexs ta&en

in compilation this document, it cannot be exclutleat the information given is not complete or thrzument
contains mistakes.

The liability of DR. KALLIWODA RESEARCH GmbH shalbe restricted to gross negligence and wilful
misconduct. All aspects penned in this document those of DR. KALLIWODA RESEARCH GmbH
respectively the authors and subject to modify aitmotice. Possible faults or incompleteness isfdbcument
may be reformed by DR. KALLIWODA RESEARCH GmbH add not constitute reasons for liability, neither
with regard to indirect nor to direct or conseqianosses.

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

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

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

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

In the United Kingdom this document is to be disited only to persons who are described in Sedtio(B8) of

the Financial Services Act 1986 (Investment Adegerients) (Exemptions) Order 1996 (as amended). This
research may not be distributed and forwarded tjyrexr indirectly to any other group of individual$he
distribution of this document in other internatibp&isdictions may be restricted by law and indivals who
possess this study should inform themselves oeaisting restrictions and comply with them.

Neither this document nor any copy of it may be ta&n or transmitted into the United States of America
Canada, Japan or Australia or distributed, directly or indirectly, in the United States of America, Caada,
Japan or Australia or to any resident thereof. AnyFailure to comply with these restrictions may constute
a violation of United States, Canadian, Japanese dkustralian securities laws or the law of any other
jurisdiction.

By confirming this document the reader or user egi@nd accepts to be bound by all of the foregpingisions
and this disclaimer. Besides, the user accepttordistribute this document to unauthorized persdhg user of
this document compensated DR. KALLIWODA RESEARCH I@infor any disadvantages, damages, claims
and losses resulting from or in relation with tlmauthorized use of this document.

© 2018 DR. KALLIWODA RESEARCH GmbH, Steinstr. 24:63839 Minster. All rights reserved.
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