72!
v -
o
Yoy
(]
oo}
o

Compan

'__‘f-‘
)
S
e
Q
72!
)

a%
=
g

S8

01" September 2015

Mid Cap | Europe | Italy

Update
BUY

Target price: EUR

Industry: Software and IT Service
Country: Italy
ISIN: IT0001454435
Bloomberg: TXT:IM
Reuters: TXTS.MI
Website: txtgroup.com
Last Price: 7.73
High Low
Price 52 W.: 9.48 6.14
Market Cap. (EURm) 100.54
No. of Shares 13.01
Shareholders
4CV PTE 25.60%
A.Braga llla 13.80%
Treasury shares 9.89%
Management 8.10%
Kabouter 5%
Hoat 37.6%
Performance
4 Weeks -1.77%
13 Weeks -2.51%
26 Weeks -8.67%
52 Weeks -1.75%
YTD 9.58%
Dividend
in EUR in %
2012 040 5.17%
2013 0.20 2.59%
2014 0.25 3.23%
1-year Chart
EUR
10.0
8.0 W
6.0
4.0
2.0
0.0
Aug-14 Dec-14 Apr-15 Aug-15
Analysts:

Dario Maugeri
dm@kalliwoda.com

Dr. Norbert Kalliwoda
nk@kalliwoda.com

DR. KALLIWODA

INTERNATIONAL RESEARCH GmbH

TXT e-solutions S.p.A.

H1/15 reported growing sales and orders

TXT delivered a strong set of figures in H1/15. Teup generated total revenues
of €31.1m, which represent an increase of 13.2% gdynpared to H1/14
normalised. Sales of licenses and maintenances<®f Retail software grew by
+36.6% compared to H1/14 (i.8watch and Adidaicense extensiofsWhile
EBITDA margin was flat to 10.8% y/y due to higheragh of employees and
commercial expenses, net income advanced by +3605€2.3m. In our analysis
we used normalised figures given the non-recun@vgnues and one-off expenses
included during last fiscal year.

Orders increased by +28% y/y to €35.0m for the g months of 2015 (+40%
from TXT Perform and +17% from TXT Next). TXT Penfo, which focuses in

planning solutions in end-to-end retail for thednxand fashion market, improved
its sales by 13.1% yly (60% of group revenues). Bd&-performing division was
TXT Next, which grew revenues by 13.4% y/y. Overaiternational sales went
up from €15.3m in H1/14 to €17m in H1/15 (56% dhtsales), mainly stemmed
from TXT Perform.

From January to June 2015, operating cash flows whghtly up to €1.4m (vs.
H1/14: €1.3m). Due to cash outflows for dividendkStribution (€2.6m) and
debts” decrease (€2.9m), cash at the end of thedplewered by €1.9m. Thus,
with around €10.4m in cash, net financial positigas positive for €9.5m (vs.
H1/14: €8.5m). As June 2015, TXT owned 1.3m ofdteg shares (9.9% of total),
purchased at an average of €2.18 per share.

Despite the free capital increase (1.2m of newes)ampproved in May 2015, we
left unchanged our previous target price of 11€gtere. Given the strong orders
and growing trend (+21.7% sales growth in Q2/15) wpect a positive
development in Q3/15. Although the uncertainty le international economies
situation and an increase in competition with lgptgeyers (i.e. Oracle or JDA), it
seems that TXT is taking benefits from its positamnfirst market mover. We like
the starting in the Asia Pacific business, wheefitlst license was sold for well in
excess of €1m. Furthermore, in our adjusted estisnae considered an additional
development of TXT solutions in the food, manufaicty and aeronautics
industrials, while we left nearly unchanged ouireated profitability. Positive the
shareholders remuneration for FY2014, with distedudividend of 0.25€ per
share outstanding.

Key Facts

BURM 2012 2013 2014 2015E 2016E 2017E
Net sales 465 52.6 55.9 604 64.3 68.3
EBITDA 53 6.3 6.8 6.9 75 8.0
BIT 4.2 50 55 56 6.0 6.4
Net income 51 4.6 4.2 4.2 44 4.8
EPS 09 04 0.3 0.3 03 04
BVPS 48 24 22 23 24 25
RoE 19.6% 16.6% 14.4% 14.2% 14.4% 14.9%
BBIT margin 9.1% 9.4% 9.8% 9.2% 9.3% 9.4%

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015
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1. Company Profile

The group TXT e-solutions is a profitable internatl software specialist. Headquartered in Mildaly), TXT

filled an empty space in the supply chain IT solo$, developing planning software solutions in enénd

v Analysis

retail for the luxury and fashion sector. The compas divided in two business divisions: TXT Penfprwhich

provides IT planning solutions for luxury, fashimetail and consumer goods; and TXT Next which fogu
software for complex operation and manufacturing &erospace, defence, high-tech and finance. Wxh T

Next division, the group expanded the businesstlmroindustries in order to capitalize its knowledgnd

Compan

expertise.

After the IPO in 2000, TXT invested to becomeylabal supply chairsoftware vendomwith a geographic
coverage of all main markets. Thus, sales greénNorth America, Germany, France, the UK and eAkia
Pacific. With organic grown in both the divisiorthe company recorded a significant increase inmees
during the years (CAGR +11% in 2010-2014).

With the acquisition of the Canadian company Mdp&e at the end of 2012, TXT expanded its experfse
merchandise planning and increased its interndtiousiness. The acquisition brought around 50 nkewnts

(i.e. Levi Strauss &Co., Steve Madden, Aeropostateadia Group, Barneys New York and Columbia).

According to Gartner, TXT has a competitive positin fashion, luxury and specialty retail. These ararkets,
with high barriers to entry. With its complete sétsolutions and easy excel-based interface, TXked just
below leader companies (i.e. Oracle). Follow a gaiaid from Gartner about the merchandise assortment
management applications.

Merchandise Assortment Management Application

@ e

Predictix

1BM .

JOA Software

Galleria

Island Pacific

ABILITY TO EXECUTE
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COMPLETENESS OF VISION >~ As of July 2014

Source: company data, Gartner

Dr. KalliwodaInternationaResearch GmbHPrimary Resear«



TXT e-solutions | Update | September 2015

Given the dynamic competitive environment, TXT isteel heavily in new technology (R&D costs 8.7% of
revenues in H1/15) with engagement in the cloudises and in-memory processing sectors. In thibalo
market, the group intends to grow its sales of Buppain software solutions in the North Americad aksia

Pacific area (fresh subsidiary in Hong Kong). Catirethe company realise abroad about 56% of tliemees.

2. SWOT Analysis

Strengths Weaknesses

- Pioneer in the supply chain software for fashind a - Significant goodwill position, which amount48% of
luxury. Almost 58% of sales from abroad. equity 8de 2015).
- Self-financed business through profi, free cdmhid and - Limited presence in emerging market$ sixcAsia, Pacific,
growing stock values. Africa, the Middle East and Latin America. Stroogds in
- High entry barriers, given its customized and imtive the no-food area.
solutions and wellestablished relations. - Contisuiouestments in marketing and IT modernization
- Strategic acquisition of Maple Lake, which willrig in order to compete with big players.

international expertise and well-known clients. (Levi's).
Cash position of €10m, which increase the desei@ctjuire
new fast-growing IT firms.

Founders owns 14% of the capital.

- Business development in North America, Asia andifita - Uncertainty in the fashion and luxury markgitien the
area. In February 2015 a new office was opened in conanic slowdown and industry transformation.
Hong Kong. - High competition from larger players.

- Expanding revenues mix in software, service aradtier - Competition for talent leads to increasiagspnnel costs.
retail segments. Monetization of existing clienithwew - Currency risks as TXT generates more ttt#h 2f is
products and service. revenues outside Euro Area.

- International growth through acquisitions with gible effect
of synegy from M&As

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015
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3. Valuation

In order to determine the fair value for TXT e-d@uns, we used a weighted average of our DCF m@t&o)
and a peer group analysis (30%). All data are basethe consolidated financial statements. In ti@FQve
considered a risk-free rate of 1.8% (ten yearsahajovernment bond), 22.0% tax rate, 6.5% WACGdited
average cost of the capital), 5.4% sales CAGR. ¥g¢eraed that the target capital structure will Hw@nge in

the subsequent business years. Adjustments fortdebirrent interest were not made. Our final 1the price

target for TXT e-solutions equals €11.0, which implan upside of 33%.

a. WACC
WACC Calculation Enterprise value
Target Capital Structure Present value of Free Cash Flow 23.9
Debt to Total Capitalization 45.2%
Equity to Total Capitalization 54.8%  Terminal Value 176
Discount Factor 0.7
2 Cost of Equity Present Value of Terminal Value 129
Risk-free rate 1.8% % of Enterprise Value 84%
Market risk Premium 5.6%
Levered Beta 1.1 Enterprise value 153.2
Cost of Equity 8.2%| Less: Total debt 1.0
Plus: Cash and Cash Equi. 104
Cost of Debt Net Debt 9.5
Costof Debt 5.6%
Taxes 22.0%
After Tax Cost of Debt | 4.4%| Implied Equity Value 143.7
Outstanding shares 13.0
WACC | 6.5%| Implied share price 111

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015

b. DCF-Model

€m Actual Forecast period
2011 2012 2013 2014 2015 2016 2017 2018 2019

Sales 40 46 53 56 60.35 64.33 68.32 71.81 74.61
% growth 15.8% 13.0% 6.3% 8.0% 6.6% 6.2% 5.1% 3.9%
EBITDA 44 B3 6.3 6.8 6.9 75 8.0 8.5 8.9
% margin 11.0% 11.4% 11.9% 12.2% 11.4% 11.6% 11.7% 11.9% 11.9%
Depreciation & Amortization: -35 -1.1 -1.3 -1.3 -1.3 -15 -1.6 -1.7 -1.7
% sales 8.8% 2.3% 2.5% 2.4% 2.2% 2.3% 2.3% 2.3% 2.3%
EBIT 0.9 4.2 5.0 5.5 5.6 6.0 6.4 6.9 7.2
Taxes -0.6 -0.2 0.1 -1.0 -1.22 -1.32 -1.41 -1.52 -1.58
—
—
Q Capex -2.159 -0.405 -0.483 -0.615 -1.095 -0.789 -0.762 -0.678 -0.819
E % sales 5.4% 0.9% 0.9% 1.1% 1.8% 1.2% 1.1% 0.9% 1.1%
®)
% Increase/Decrease in NWC -1.26 -1.69 121 -1.39 -0.54 -0.12 0.01 -0.10 0.19
Cd Unlevered Free Cash How 0.38 3.05 7.12 3.75 4.03 5.23 5.83 6.25 6.70
s
E WACC 6.5%
= Discount Period 0.39 1.39 2.39 3.39 4.39
o Discount Factor 0.98 0.92 0.86 0.81 0.76
m Present value of free cash flow 3.93 4.80 5.02 5.05 5.09

Source: company data, Dr. Kalliwoda Internationes&rch GmbH © Copyright 2003-2015
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c. Peer Group Analysis

We verified our DCF model of TXT e-solutions addiitally with a peer group analysis. The applicatdra

relative valuation method is based on the idea t¢batparable companies have similar market valuesce|,

v Analysis

mainly listed companies are chosen, which offerilamproducts, or have a comparable business mddel.
analysis of financial figures provides an estinmatio which degree the company’s valuation stems feolow

comparability with its peer group or an under-oealuation.

Compat

The input data of the peers stem from the inforomaprovided by Thomson Reuters. The forward-looking
financial data of the peer group represents thennaearage of all analyst ‘estimates, which are lalsbé on

Thomson Reuters. We have used the book value er tmchpproximate the market value of financiabiliies.

Peer Group Multiples Enterprise Value Multiples Equity Value Multiples
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Peers EV /Sales EV /EBITDA EV /EBIT Dividend Yield Price / Bvps
FY2015 FY2016 FY2015 FY2016 FY2015 FY2016 FY2015 FY2016 FY2015 FY2016

Atoss Software AG 3.6 3.2 16.0 13.7 17.0 144 21% 24% 9.6 7.7
Cap Gemini SA 13 11 11.8 9.6 14.8 11.9 16% 1.8% 25 23
Devoteam SA 04 0.4 8.9 55 9.8 6.2 17% 1.9% 17 16
Oracle Corp 4.1 4.1 8.1 8.4 8.7 8.9 13% 1.4% 3.6 34
SAP SE 4.7 45 148 14.3 155 14.9 17% 1.9% 3.6 3.2
SQS Software Quality Systems AG 0.9 0.8 11.6 9.8 12.8 10.6 18% 2.0% 25 n.a.
TXT e-solutions 16 15 14.0 12.9 174 16.1 31% 3.3% 35 34
Median 16 15 11.8 9.8 14.8 11.9 2% 2% 35 3.3
Mean 24 22 12.2 10.6 13.7 11.9 2% 2% 3.9 3.6
Peer Benchmark 16 15 11.8 9.8 148 11.9 2% 2% 35 33
Discount (-)/Premium (+) 0% 0% 19% 32% 17% 35% 7% 79% 0% 5%

Peer Benchmark 1.6 15 11.8 9.8 14.8 11.9 2% 2% 35 3.3
TXT e-solutions 60.4 64.3 6.9 75 5.6 6.0 0.3 0.3 2.3 24
Implied Enterprise Value 96.5 96.5 81.4 72.9 82.2 71.4
Implied Equtiy Value 106.0 106.0 90.9 82.4 91.6 80.9
Number of Shares 13.0 13.0 13.0 13.0 13.0 13.0
Implied fair value per share 8.2 8.2 7.0 6.3 7.0 6.2 14.4 14.6 8.2 7.8
Weights 17% 17% 17% 17% 17% 17% 25% 25% 25% 25%

Fair Value per Share 10.71 EUR

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015

Based on our peer multiples, the implied fair vatgeials €10.71 per share.

Dr. KalliwodalnternationaResearch GmbHPrimary Researt
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4. H1/15 Results and Outlook

Revenues

In H1/15, TXT e-solutions realized total revenuds€81.1m, which were 13.2% higher compared to H1/14
normalized. This performance stemmed from an irsgéa revenues and orders in both the divisionkesSaf
licences and maintenance had a share of 27% ihgdales, while orders came at €35m, 28% y/y contpswe
H1/14. Given non-recurring income and costs inallitie2014 figures, respectively of €1.5m (indemmfytwo

sellers of Maple Lake) and of €0.4m, we chose twsim®er in our analysis the normalised data.

With a share in total sales of 60%, the core besneXT Perform grew revenues to €18.8m, +13.1%aylg

orders up +40%. Driven by the first license soldAsia for over €1m (management of over 40 duty fed
galleria stores in airports and tourist locatiosld by an important contract in the aeronautic ress,

international sales grew by 13.5% (vs. H1/14 naracyounting for 56% of total sales.

H1/15 vs. previous year

H1/15 vs. previous year

in EURm H1/15 H1/14 % H1/14 norm. % norm.
Net sales 311 29.0 7.4% 27.5 13.2%
EBITDA 34 4.0 -16.2% 3.0 13.7%
EBITDA margin 10.8% 13.9% 10.8%
EBIT 29 34 -15.7% 2.3 22.8%
EBIT margin 9.2% 11.7% 8.5%
Net income 23 2.7 -0.1 1.8 0.3
Net margin 7.5% 9.2% 6.5%

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015

Profitability

Share in sales H1/15 vs. H1/14

60%

50%

46.49%

40%

30%

:—'.
;‘_‘) 20.54%  19.56%
o] 20%
3 12.09% 11.84%
Cdo 10% 8.73%  821%
1 0%
) E CoGS Research and Sales and Administrative
o development distribution expenses
m expenses expenses

mH1/15 ®H1/14

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015
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Although additional investments in R&D (+14.1%) anthrketing (+12.8%), EBITDA grew by +13.7% in
H1/15 (vs. norm. HI/14), accounting for 10.8% ofe@aues. Net income increased by 30.5% to €2.3m aozdp

to normalized H1/14 (income tax 15%).

v Analysis

Balance sheet and Cash Flows

As of 30 June 2015, the most important positiod XT balance sheet were: (1) equity, which increafseth

€29m in December 2014 to €32m in June 2015 (r&ti6886), due to increase in net income, reserves and

Compan

retained earnings, (2) trade receivable, which dgirem €18m to €21m as the company expanded itmbssi

With interest-bearing debt of €0.96m (short terrbtfland liquid funds of €10.4m, net gearing wasuiba5%.

Given lower investments into working capital, TXPperating cash flows increased from €1.3m in H144 t
€1.4m in H1/15. While cash flows from investing vamsost unchanged, the financing activities (-%9-4.1)
were effected by repayment of debt (€2.9m) anddéivils (€2.7m). Thus, total cash outflows amounted t
€1.8m, with a cash position at the end of the geoib€10.4m.

Dividend pay out ratio Free Cash Flow/sales
15%
90%
30% 10%
70% / 5% /\/_
60% // 0% /
50% / _
2012 2013 2014 2015E 2016E 2017E
0% ---"""/ 5% /
30% -10% /
20% -15%
10% /
0% -20% 7
2012 2013 2014 2015E 2016E 2017E -25%
EV/EBITDA ROCE
35 50%

30 /
40%
25 \ u /—/

20 —_— /
15 20%

10%

0 0%
2012 2013 2014 2015E 2016E 2017E 2012 2013 2014 2015E 2016E 2017E

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015GmbH

Outlook

Due to strong orders reported in H1/15 and managEmeositive expectations for the upcoming quaner
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left our BUY rating. It is expected that the newrtgoKong subsidiary will strengthen the company Bviies
in this fast-growing Asia Pacific market. For theripd under review, TXT was able to acquire préstig

clients and licenses extensifmg. Swatch, Moncler, Marni, Carpisa, Takko, O&barles Voegele, Adidas)

Dr. KalliwodaInternationaResearch GmbHPrimary Resear«



future acquisitions.

Our estimates for fiscal-year 2015E-17E

EURm 2015E 2016E 2017E
Net sales 60.4 64.3 68.3
EBITDA 6.9 7.5 8.0
EBITDA margin 11.4% 11.6% 11.7%
EBIT 5.6 6.0 6.4
EBIT margin 9.2% 9.3% 9.4%
Net income 4.2 4.4 4.8
Net margin 7.0% 6.9% 7.0%

5. Shares

VATRIONADRESEARCH GmbH Company Analysis

Share price performance 2014/15

180%

150% -~
120% Mﬂ
90%
60%

30%
0%

=
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e TXT e-solutions  ====FTSE Italia STAR Index ~ ====FTSE MIB Index

Equity Research
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Therefore, we increased our revenues estimateRObSE-2019E (CAGR of 5.4%) and adjusted our eaming
estimates taking into account difficulties in trempetitive environment and increasing personal madketing
expenditures. Thus, in our analysis we left neanaffected the profitability previously estimateddawe
assumed further growth in operating cash flows0@5E-2017E. We found TXT able to generate sustéénab

growing revenues with positive cash flows. The cashhand of €10.4m represent a good opportunites f

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015

At the end of June 2015, the company held abouh Ir8asury shares (9.89% of issued shares), baigin
average price of €2.18. The holding company 4CV RittEheld 25.6%, followed by the founder A. Brada |
with 13.8% of the capital and by the managemertt ®iL.%. The US fund Kabouter Management holds 5%.

Shareholder structurgAs of June 2015)

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015
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6. Financials

a. Profit and Loss Statement

Profit & Loss Statement - TXT e-solutions S.p.A.

€ thousands FY 2012 FY 2013 FY 2014 FY2015E FY2016E FY 2017E
Licenses Maintenance 10.29 12.84 12.64 13.65 14.55 15.45
Projets and Services 36.21 39.72 43.24 46.70 49.78 52.87
Total revenue 46.50 52.56 55.88 60.35 64.33 68.32
Costs of sales -22.35 -24.85 -26.46 -27.88 -28.86 -29.87
Gross profit 24.15 27.71 29.43 32.47 35.47 38.45
Research and development expenses -4.09 -4.76 -4.70 -4.60 -5.02 -5.22
Sales, marketing and distribution expenses -8.98 -10.17 -11.09 -12.04 -13.00 -14.10
General and administrative expenses -5.76 -6.51 -6.84 -8.95 -9.99 -11.13
Amortisation and depreciation -1.08 -1.31 -1.33 -1.33 -1.48 -1.57
EBIT 4.24 4.96 5.47 5.55 5.98 6.42
Financial income/expense net 0.13 -0.44 -0.25 -0.25 -0.26 -0.27
Earnings before taxes 4.37 4.52 5.22 5.30 5.72 6.15
Income taxes -0.18 0.12 -1.05 -1.06 -1.29 -1.38
Minorities/Non recurring profit 0.94 0.00 0.00 0.00 0.00 0.00
Netincome 5.14 4.64 4.17 4.24 4.44 4.77
EPS 0.94 0.44 0.32 0.33 0.34 0.37
DPS 0.40 0.20 0.25 0.25 0.27 0.28

Profit & Loss (Year on Year)

Licenses 0.14 0.25 -0.02 0.08 0.07 0.06
Maintenance 0.16 0.10 0.09 0.08 0.07 0.06
Total revenue 0.16 0.13 0.06 0.08 0.07 0.06
Costs of sales 0.14 0.11 0.06 0.05 0.03 0.03
Gross profit 0.17 0.15 0.06 0.10 0.09 0.08
Research and development expenses 0.46 0.16 -0.01 -0.02 0.09 0.04
Sales, marketing and distribution expenses 0.13 0.13 0.09 0.09 0.08 0.09
General and administrative expenses 0.06 0.13 0.05 0.31 0.12 0.11
Amortisation and depreciation -0.69 0.21 0.01 0.00 0.11 0.06
EBIT 3.87 0.17 0.10 0.02 0.08 0.07
Financial income/expense net 0.81 -4.35 -0.43 0.01 0.03 0.03
Earnings before taxes 3.64 0.03 0.15 0.02 0.08 0.08
Income taxes -0.70 -1.69 -9.64 0.01 0.21 0.08
Netincome -0.64 -0.10 -0.10 0.02 0.05 0.08

Profit & Loss (% of Revenues)

Licenses 0.22 0.24 0.23 0.23 0.23 0.23
Maintenance 0.78 0.76 0.77 0.77 0.77 0.77
Total revenue 1.00 1.00 1.00 1.00 1.00 1.00
Costs of sales -0.48 -0.47 -0.47 -0.46 -0.45 -0.44
Gross profit 0.52 0.53 0.53 0.54 0.55 0.56
Research and development expenses -0.09 -0.09 -0.08 -0.08 -0.08 -0.08
Sales, marketing and distribution expenses -0.19 -0.19 -0.20 -0.20 -0.20 -0.21
General and administrative expenses -0.12 -0.12 -0.12 -0.15 -0.16 -0.16
Amortisation and depreciation -0.02 -0.02 -0.02 -0.02 -0.02 -0.02
EBIT 0.09 0.09 0.10 0.09 0.09 0.09
Financial income/expense net 0.00 -0.01 0.00 0.00 0.00 0.00
Earnings before taxes 0.09 0.09 0.09 0.09 0.09 0.09
Income taxes 0.00 0.00 -0.02 -0.02 -0.02 -0.02
Net income 0.11 0.09 0.07 0.07 0.07 0.07

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015
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b. Balance Sheet

Balance sheet - TXT e-solutions S.p.A.

€m FY 2012 FY 2013 FY 2014 FY 2015E FY 2016E FY 2017E
Current assets 36.77 34.91 34.89 35.29 37.93 40.90
Cash and cash equivalents 15.82 14.82 12.30 10.94 12.39 14.29
Inventories 1.39 1.45 1.82 1.92 1.99 2.05
Trade receivables 17.27 16.84 18.57 20.06 20.86 21.69
Otherreceivables 2.29 1.80 2.20 2.37 2.70 2.87
(% sales) 0.05 0.03 0.04 0.04 0.04 0.04
Other assets 0.00 0.00 0.00 0.00 0.00 0.00
Non-current assets 21.84 17.85 18.02 18.01 17.51 16.90
Intangible assets 19.89 15.37 15.08 14.97 14.48 13.87
(% sales) 0.43 0.29 0.27 0.25 0.23 0.20
Property, plantand equipment 1.15 1.12 1.25 1.22 1.09 0.96
Otherreceivables and other assets 0.30 0.13 0.14 0.15 0.16 0.17
(% sales) 0.01 0.00 0.00 0.00 0.00 0.00
Deferred taxes 0.49 1.23 1.56 1.68 1.79 1.90
(% sales) 0.01 0.02 0.03 0.03 0.03 0.03
Total 58.61 52.76 52.91 53.30 55.44 57.80
Current liabilities 20.65 17.86 17.45 17.55 18.50 19.46
Financial liabilities 5.50 3.35 2.15 1.07 0.99 0.90
Trade payables 1.80 1.50 1.54 1.62 1.68 1.74
Otherliabilities 12.47 12.93 13.61 14.69 15.66 16.63
(% sales) 0.27 0.25 0.24 0.24 0.24 0.24
Tax liabilities 0.89 0.07 0.15 0.16 0.17 0.18
(% sales) 0.02 0.00 0.00 0.00 0.00 0.00
Non-current liabilities 11.77 6.96 6.49 5.79 6.06 6.33
Financial liabilities 4.30 2.90 1.68 0.64 0.59 0.55
Otherliabilities 2.87 0.00 0.00 0.00 0.00 0.00
(% sales)

Provisions for pensions (TFR) 3.33 3.30 3.84 4.15 4.42 4.70
(% sales) 0.07 0.06 0.07 0.07 0.07 0.07
Deferred taxes 1.27 0.77 0.97 1.00 1.04 1.09
Shareholder's equity 26.16 27.94 28.97 29.96 30.88 32.01
Total consolidated equity and debt 58.59 52.76 52.91 53.30 55.44 57.80

Source: company data, Dr. Kalliwoda Internationas&rch GmbH © Copyright 2003-2015
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c. Cash Flow Statement

Cash flow statement - TXT e-solutions S.p.A.

€m FY 2012 FY2013 FY2014 FY2015E FYZ2016E FY2017E
Net income for the year 51 4.6 4.2 4.2 44 48
Depreciation -1.1 -1.3 -1.3 -1.3 -1.5 -1.6
Change in working capital -1.7 1.2 -14 -0.5 -0.1 0.0
Others 2.3 0.9 2.4 -0.2 -0.2 -0.2
Net Operating cash flow 4.7 55 3.8 6.7 7.0 7.3
Cash flow from investing -14.7 -0.5 -0.6 -1.1 -0.8 -0.8
Free cash flows -10.0 5.0 32 5.6 6.2 6.5
Cash flow from financing 114 -6.3 -5.6 -7.0 -4.8 -4.6
Change in cash 14 -1.3 -2.4 -14 14 1.9
Cash, start of the year 144 158 14.8 12.3 109 12.4
Cash, end of the year 158 14.8 123 109 12.4 14.3

Source: company data, Dr. Kalliwoda InternatidResearch GmbH © Copyright 2003-2015

d. Financial Ratios

Ratios - TXT e-solutions S.p.A.

> FY 2012 FY 2013 FY 2014 FY2015E FY2016E FY 2017E
“ EBITDA margin 11.4% 11.9% 12.2% 11.4% 11.6% 11.7%

-_:: Net margin 11.0% 8.8% 7.5% 7.0% 6.9% 7.0%
Return on equity (ROE) 19.6% 16.6% 14.4% 14.2% 14.4% 14.9%
Return on assets (ROA) 10.1% 9.1% 8.4% 8.5% 8.6% 8.9%
Return on capital employed (ROCE) 20.2% 27.0% 36.4% 37.0% 41.9% 46.6%
Equityratio 44.7% 52.9% 54.8% 56.2% 55.7% 55.4%
Current ratio 18 2.0 2.0 2.0 2.1 21
B Quick ratio 1.6 1.8 1.8 1.8 1.8 1.8

Source: company data, Dr. Kalliwoda Internationes&irch GmbH © Copyright 2003-2015
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Essential information, disclosures and disclaimer

A. Essential information

Compan

The investments in financial instruments and séiesr{e.g. equities, bonds) generally involved ahhisks. It

is possible that the investors lose some or alhefinvested money. Potential investors shouldvbere of the
fact that the prices of securities could fall ais@r The income from such an investment might besicerable
fluctuations. Investment strategies are not appatprat all times and past results are not a gteeafor the
future performance. Investors should make their camad 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 documBR. KALLIWODA INTERNATIONAL RESEARCH
GmbH, Frankfurt am Main, Germany.

Regulatory authority for DR. KALLIWODA INTERNATIONA RESEARCH GmbH is the Federal Financial
Supervisory Authority (BaFin), Graurheindorfer $eal08, 53117 Bonn, Germany and Lurgiallee 12, 8043
Frankfurt am Main, Germany.

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

Il. Additional Information:

1. Sources of information:

Essential sources of information for the compilatiof this document are publications from domestid a
international information services and media (eBfpomberg, dpa-AFX, Reuters, VWD, among others),
financial presge.g. Allgemeine Zeitung Frankfurter, Bérsenzeifufigancial Times Handelsblatt and others)
specialized trade press, published statisticsygatgencies 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 befabdishing to ensure the correctness of the infoionat
provided.
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2. Summary of the basis of valuation principles andnethods used to prepare this document:

Within the scope of the evaluation of companiesftii®wing valuation methods are applied: Multigdased
models (Price/Earnings, Price/Cash-flow, Price/Boalue, EV/Sales, EV/EBIT, EV/EBITDA), peer group
comparisons, historic valuation methods, discogntmodels, sum-of-the-parts-approaches, substarioatican

Dr. KalliwodalnternationaResearch GmbHPrimary Researt
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methods and swot-analyses. The valuation princihesmodels are dependent on macroeconomic fastah,
as interest rates, exchange rates, raw materidlsmibasic assumptions about the economy. Begluesnarket
moods and market sentiment affects the valuatioentdrprises. The approaches are based on expest#tiat
could change rapidly and without advance warningpeding on developments specific to individual totan
The valuation results and fair values derived ftommmodels might therefore change accordingly.

v Analysis

The ratings are the evaluation results and refea fair value pricing reflecting a time-horizon @b 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 slotvan t
expected by the analysts. The results and fairegatoay to be scale upwards or downwards.

Compan

DR. KALLIWODA INTERNATIONAL RESEARCH GmbH uses th®llowing rating model:

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

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

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

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

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

3. Date of first publication of this document:01" of September 2015

4. Updates:

A specific update of this document has currently been set. The research reflects the author’sejmegt on
the date of this publication and is subject to gjgawithout any notice. The document might be incletepor
reduced and it may not contain all information amning the company covered. It is in the sole decisf DR.
KALLIWODA INTERNATIONAL RESEARCH GmbH whether and ken a potential update of this research is
made.

I1l. Disclosures about potential conflicts of ingst:

The business model of DR. KALLIWODA INTERNATIONAL BSEARCH GmbH is based on economic
relationships with issuer company and equity tretisas to be performed relating to the issuer skst®r.
Kalliwoda Research has entered into an agreementt &bhe creation of this document with the compatich

is, or whose financial instruments are the issuthisfresearch.

Conflicts of interest may be in existence with eoyeles of DR. KALLIWODA INTERNATIONAL]|
RESEARCH GmbH who are the authors of this docunasntvell as other persons that were involved in the
preparation of this research or related parties.
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Following conflicts of interest might exist:

1. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties midit have a major shareholding (holding more than 5%)f the share
capital of the emitter that is, or whose financiainstruments are, the subject of the research.
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2. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties arepossibly holders of instruments that are mentioneth this research (or
that are linked to these instruments) or might becme holders and could regularly trade the emitter’securities or
securities based on these issues as principal oresu.

Compan

3. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties cold have participated in leading a consortium for the emitter via a
public offering of the financial instruments that are the subject of this research.

4. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties midnt have been party to an agreement on the provisioof investment
banking services with the emitter which is the sulgct of this research, or have received services aipledge to perform
under the terms of such an arrangement during theame period.

5. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties mayhave other substantial economic interests conceng to the emitter
which is the subject of this research.

6. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties midnt have been party to an agreement with the companyvhich is the
subject of this research, resulting in receiving tB compensation for preparation of this research.

7. DR. KALLIWODA INTERNATIONAL RESEARCH GmbH employees or other persons that were involved in the
preparation of this document or related parties reeived the feedback concerning the company profilend SWOT from
the company, which is the subject of this researctefore publishing this 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: 7.

The analysts have limited access to gain informatii@t possibly could constitute a conflict of mest for the
institution DR. KALLIWODA INTERNATIONAL RESEARCH GmH keeps insider registers appropriate to
sec. 15 WpHG for assignees that normally have aobréo inside information. Insiders” dealings appiate to
sec. 14 WpHG categorically are prohibited.

The analysts that composed this research did wetwe or acquire shares in the emitter that is the
subject of this document at any time. The analystationed above herby certify that all of the vieaxpressed
accurately reflect the individual views about timeiteer. No part of the indemnity was, is or will,dtirectly or
indirectly, linked to the evaluation result or vieexpressed by the analyst in this research.

C. Disclaimer:

This document is published and being distributedy. KALLIWODA INTERNATIONAL RESEARCH

GmbH solely for informational purposes and for gersonal use by persons in Germany. This researnbti
intended to be in any form an offer or advice ty lou sell the securities referred to herein. Tleisearch is
intended to provide information to assist investorgnaking their own investment decisions. Any dam to

purchase any securities of the emitter must be nsatkly on the basis of the information containedhe

offering documents from the emitter relating totssecurities and not on the contents hereof. Furtbes, our
recommendation may not be fully suitable to evemestor, depending on their investment objectindividual

financial situation or targeted holding period.
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Potential investors should seek professional amdivithual information and advice before making their
investment decisions. This document neither canssta contract or any kind of obligation.

Neither this document nor any copy, in whole ompanrt, thereof may be distributed in any other pligson
where its distribution might be restricted by lamd person into whose published this document cainesld
inform and observe themselves about any suchcBetrs.

v Analysis

The information within this document has been oigdi from sources believed by DR. KALLIWODA
INTERNATIONAL RESEARCH GmbH to be reliable. DR. KAIWODA INTERNATIONAL RESEARCH
GmbH does not examine the information to be vedfyd complete, nor warrantees its correctness and
completeness. Although due attention has been takeompilation this document, it cannot be exchidieat

the information given is not complete or the docahwntains mistakes.

Compan

The liability of DR. KALLIWODA INTERNATIONAL RESEARCH GmbH shall be restricted to gross
negligence and wilful misconduct. All aspects peahrie this document are those of DR. KALLIWODA
INTERNATIONAL RESEARCH GmbH respectively the auth@nd subject to modify without notice. Possible
faults or incompleteness of this document may bermed by DR. KALLIWODA INTERNATIONAL
RESEARCH GmbH and do not constitute reasons fduiliig, neither with regard to indirect nor to diteor
consequential losses.

Moreover, DR. KALLIWODA INTERNATIONAL RESEARCH GmbHiloes not accept any responsibility and
liability for any damage arising from using of thissearch or its contents or otherwise arisingeiation
herewith. In each case, the liability and respdlisitof DR. KALLIWODA INTERNATIONAL RESEARCH
GmbH is limited to typical, predictable damages #ralliability for any direct or indirect lossesdgcluded.

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 ¢tedy may be distributed in any other jurisdictiohese its
distribution might be restricted by law and persah® have access to this document have to inforinoliserve
themselves about any such restrictions.

In the United Kingdom this document is to be disited only to persons who are described in Sedtio(8) of

the Financial Services Act 1986 (Investment Adeerients) (Exemptions) Order 1996 (as amended). This
research may not be distributed and forwarded tjrexr indirectly to any other group of individual¥he
distribution of this document in other internatibjisdictions 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. Any Failure to comply with these restrictions may
constitute a violation of United States, Canadian]Japanese or Australian securities laws or the lawfany
other jurisdiction.

By confirming this document the reader or user @gji@nd accepts to be bound by all of the foregpingisions
and this disclaimer. Besides, the user acceptwraistribute this document to unauthorized persdhe user of
this document compensated DR. KALLIWODA INTERNATI®GN RESEARCH GmbH for any
disadvantages, damages, claims and losses restiting or in relation with the unauthorized use bfst
document.

© 2015 DR. KALLIWODA INTERNATIONAL RESEARCH GmbH, Andtstral’e 47, D-60325 Frankfurt am
Main. All rights reserved.
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