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INTERNATIONAL RESEARCH GmbH

TXT e-solutions S.p.A.

Positive closing for 2015; Aerospace business boost our estimates

m For FY2015 TXT’s revenues grew by 13.1% y/y to 861 (normalized

data). Sales of licenses and maintenance increageel6.4% to €16m
(26% of group revenues), while service revenuesiecdd by +9.1%. The
business divisions TXT Perform (+12.4% in 2015) pteted important
software contracts with international clients sashSwatch (CH), Adidas
(D), Louis Vuitton (F) and Christian Dior (F). Althoughigh R&D
(+8.9%) and costs related to the business developife4.7%), both
EBITDA before stock grant (+16.2% y/y to €6.7m; giar10.8%) and net
income (17.4% yly to €3.9m) developed better thelessdue to lower
share of direct costs on sales and lower effettixeate.

On February 2016, TXT announced the acquisitiontltd German
company PACE aerospace engineering and informateshnology
GmbH. The software solutions provided by PACE foe taviation and
aerospace industry have completed and reinforced Néxt product
range (+14.2 yly in 2015). Preliminary group resuf the Berlin-based
company indicate revenues of €7.3m, up 20.4% yBATPA of €0.8m

(after R&D costs of €1.7m), and net financial positestimated positive
by €1.7m. TXT paid around €5.6m for 79% of the skaPACE’s clients
include among the others Airbus (D and F), Boeld§4), Lufthansa (D)
and GE Aviation (USA).

Group net financial position improved to €14.0noé&ebruary 2016 (vs.
€8.3m in December 2015). At the closing date, TXa6 mot long term
debt and holds 10.4% of issued shares (around &t8cks), which were
purchased at an average price of €2.42.

We adjusted our forecasts to the recent acquisitidmch results will be
consolidated from April 2016. This taking into agob uncertainties in the
fashion and luxury markets for the beginning of @@hd therefore lower
revenues from licences and maintenance. After g \s&rong 2015
(revenues +14.2%) the Next division is expectedatasolidated in Q1/16.
However we remain positive for the full 2016, givéime continuing
investment in R&D and commercial development. Theatsgical
acquisition of PACE seems to be promising in tefmegenues synergies
and positive cash flow in the aerospace busineih, avpotential market
of over 300 large clients. We have confirmed oumighths target price
of 11€ per share. A DPS of €0.25 per share wasgsexpduring the most
recent board of director meeting.

Key Facts

EURM 2012 2013 2014 2015 2016E 2017E
Net sales 46.5 52.6 55.9 61.5 710 78.2
EBITDA 53 6.3 6.8 5.9 7.7 8.8
EBIT 42 5.0 55 48 6.0 7.0
Net income 5.1 4.6 4.2 3.9 4.6 53
EPS 0.9 0.4 0.3 0.3 0.4 0.4
BVPS 4.8 2.4 2.2 2.6 2.7 2.8
RoOE 19.6% 16.6% 14.4% 11.5% 13.1% 14.5%
EBIT margin 9.1% 9.4% 9.8% 7.8% 8.5% 8.9%

Source: company data, Dr. Kalliwoda Internationas&rch GmbH
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1. Company Profile

TXT e-solutions SpA is a profitable internationaftsvare specialist. Headquartered in Milan (ItalyXT filled
an empty space in the supply chain IT solutionsebiging planning software solutions in end-to-eethil for

the luxury and fashion sector. The company is @dith two business divisions: TXT Perform, whicloyides
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IT planning solutions for luxury, fashion, retaidaconsumer goods, and TXT Next which focus invearfe for
complex operation and manufacturing for aerospdetence, high-tech and finance. With TXT Next diis

the group expanded the business in other industriesler to capitalize its knowledge and expertise

Compan

After the IPO in 2000, TXT invested to becomeylabal supply chairsoftware vendomwith a geographic
coverage of all main markets. TXT has offices i@ Morth America, Germany, France, Spain, the UKiarttle
Asia Pacific. With organic growth in both the diaiss, the company recorded a significant increagsevenues
during the years (CAGR +11% in 2010-2014).

With the acquisition of the Canadian company Mdmé&e in 2012, which brought around 50 new cliemnts (
Levi Strauss &Co., Steve Madden, Aeropostale, Ac@sroup, Barneys New York and Columbia), and with
the recent acquisition of the German PACE GmbH, TeXpanded its international profile and business

diversification.

2. SWOT Analysis

- Pioneer in the supply chain software for fashiah - Significant goodwil position, which amount to 338
luxury. Almost 55% of sales from abro equity (30 June 201!

- Self-financed business through proft, free clstsfand - Limited presence in emerging marketh ascAsia, Pacific,
growing stock values. Africa, the Middle East and Latin America. Stroogus in

- High entry barriers, given its customized and iative the no-food area.
solutions and well-established relations. - Contistiovestments in marketing and R&D in order

- Loyal customer base, with wel-known clients tonpeete with big players.

(i.e. Levi's, Swatch (CH), Adidas (D), Geox (IT)).

- Net financial position positive for €14m.

- Solid shareholder base: founder owns 14% of théata
and a significant stakes owned by co-workers & igament.

Opportunities
- Growth in the aerospace segment, given the espetid - Uncertainty in the fashion and luxury miadgeen the
international client portfolio acquired with PACEBH. economic slowdown and industry transformation.

- Business development in North America, Asia andififarea. - High competition from larger players.
In 2015 a new office was opened in Hong Kong andeore. - Currency risks for the consolidated fiadstatements as TXT
- Improving revenues mix with higher sales fronrises and generates more than 20% sales outsHerthArea.
maintenance in retail segments. Monetization atiagiclients
with new products and service.
- International growth through acquisitions with pbke effect
of sale synergies from M&As.
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3. Valuation

We have used a weighted average of our DCF mo@8b)Y'and a peer group analysis (30%) to value TXT e-
solutions SpA. In the cash flows estimates we hawesidered the consolidation of PACE from April 801
generating the sales CAGR of 6% and EBIT CAGR ¢f1f the period 2016-2020. For the calculationhaf t
WACC (weighted average cost of the capital) we mmred the risk-free rate of 1.3% (ten years Italia
government bond), market premium 5.5% (expectadmaninus risk-free ratio), Beta equal to 1 andttherate

of 20.1% (average of the last four years). Assunthmg the target capital structure will not charngethe

subsequent years, the WACC consequently was 6.&8ftisénents for debt to current interest were notlena

Our final 12-months price target for TXT e-solutsoequals €11.0.

a. WACC
DCF model
Input Output
WACC Calculation Enterprise value
= Target Capital Structure Present value of Free Cash Flow 23.1
Debt to Total Capitalization 2.2%
Equity to Total Capitalization 97.8%  Terminal Value 181
Discount Factor 0.7
Cost of Equity Present Value of Terminal Value 128
Risk-free rate 1.3% % of Enterprise Value 85%
Market risk Premium 5.5%
Levered Beta 1.00 Enterprise value 151.3
Cost of Equity Less: Total debt 0.8
Plus: Cash and Cash Equi. 9.1
Cost of Debt Net Debt 8.3
" Cost of Debt 5.6%
<3 Taxes 20.1%
' After Tax Cost of Debt | 4.5%| Implied Equity Value 143.1
Outstanding shares 13.0
WACC | 6.8%| Implied share price 11.0

Source: Dr. Kalliwoda International Research GmbH

b. DCF-Model

EURmM Actual CAGR Forecast period
2011 2012 2013 2014 2015| (16-20) 2016 2017 2018 2019 2020

Sales 40.1 46.5 52.6 559 61.5 6% 71.03 78.22 83.35 87.60 90.14
% growth 16% 13% 6% 10% 15% 10% 7% 5% 3%
EBITDA 4.4 53 6.3 6.8 59 9% 7.7 8.8 9.8 104 10.8
% margin 11% 11% 12% 12% 10% 11% 11% 12% 12% 12%
Depreciation & Amortization: -35 -1.1 -13 -13 -1.1 -1.6 -1.8 -1.9 -2.0 =21
% sales 9% 2% 2% 2% 2% 2% 2% 2% 2% 2%
EBIT 0.9 4.2 5.0 55 48 10% 6.0 7.0 7.8 8.4 8.7
—
',_'J Taxes -0.6 -0.2 0.1 -1.0 -0.8 -1.2 -14 -1.6 -1.7 -1.7
—
C':S Capex -2.2 -0.4 -05 -0.6 -0.8 -15 -1.8 -1.9 -2.0 -2.1
o % sales 5% 1% 1% 1% 1% 2% 2% 2% 2% 2%
: Increase/Decrease in NWC -1.26 -1.69 121 -1.39 -4.38 -0.8 -05 -0.7 -04 -0.1
:C' Unlevered Free Cash How 0.38 3.05 712 BH75) 0.01 41 5.0 56 6.3 6.8
: E WACC 6.8%
Ut Discount Period 0.7 17 27 37 47
£IJ Discount Factor 1.0 0.9 0.8 0.8 0.7
Present value of free cash flow 39 45 4.7 49 5.0

Source: Dr. Kalliwoda International Research GmbH
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c. Peer Group Analysis

72
o -
f We proved our DCF model with a peer group analyBi® application of a relative valuation methodbésed
Y——
E‘: on the idea that comparable companies have simidaiket values. Hence, mainly listed companies hosen,
<E which offer similar products, or have a compardhisiness model. An analysis of financial figuresvtes an
:)’"l . . . ’ . ™ . .
(= estimation to which degree the company’s valuatittms from a low comparability with its peer graupan
< .
QL under-or overvaluation.
-
o
o
Q
Peer Group Multiples Enterprise Value Multiples Equity Value Multiples
Peers EV /Sales EV / EBITDA EV /EBIT Dividend Yield Price / Bvps
FY2016 FY2017 FY2016 FY2017 FY2016 FY2017 FY2016 FY2017 FY2016 FY2017
Atoss Software AG 48 43 210 181 222 190 16% 18% 164 122
Cap Gemini SA 13 12 106 92 132 115 18% 20% 19 17
Devoteam SA 07 0.6 9.4 73 100 78 16% 18% 2.6 24
Oracle Corp 3.9 41 8.0 9.1 8.5 9.6 14% 15% 35 34
SAP SE 47 44 146 143 163 152 18% 19% 35 32
SQS Software Quality Systems AG 08 0.7 9.3 80 109 93 24% 27% 15 14
TXT e-solutions 14 13 12.3 11.3 14.6 134 33% 34% 3.0 2.8
Median 14 13 106 92 132 115 2% 2% 3.0 2.8
Mean 25 24 122 110 137 123 2% 2% 46 3.9
Peer Benchmark 14 13 106 92 132 115 2% 2% 3.0 238
Discount (-)/Premium (+) 0% 0%  16% 22% 11% 16% 87% 79% 0% 0%
Valuation
Peer Benchmark 14 13 10.6 9.2 13.2 115 2% 2% 3.0 2.8
TXT e-solutions 70.0 74.8 8.0 8.7 6.7 7.3 0.3 0.3 2.7 29
Implied Enterprise Value 97.8 97.8 84.4 79.9 88.0 84.3
Implied Equtiy Value 106.0 106.0 92.7 88.1 96.2 92.6
Number of Shares 13.0 13.0 13.0 13.0 13.0 13.0
Implied fair value per share 8.2 8.2 7.1 6.8 74 7.1 15.2 14.6 8.2 8.2
Weights 17%  17%  17% 17%  17% 17%  25%  25%  25% = 25%

Fair Value per Share 10.9 EUR

Source: Dr. Kalliwoda International Research GmbH

Based on our peer multiples, the implied fair vadgeals €10.9 per share.

4. FY 2015 results and Outlook

Revenues

On a quarterly basis, group sales were up 13.7%1&1m in Q4/15. Revenues for TXT Perform (software
solutions provider for the fashion and luxury intlys went up 13.7% as well as for TXT Next (aerasp,
high-tech and finance businesses) up 13.6%. Liceasé maintenance revenues equalled to €3.9m (1&/4)fb6

while service revenues came at €12.2m (12.3% dWptwithstanding a larger share in general and
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administrative costs, such as legal expenses f@BPacquisition, EBITDA margin grew from 8.5% to 3%.

Dr. KalliwodalnternationaResearh GmbH |Primary Researt
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With regard to the annual figures, revenues achied&l.5m (vs. FY14: €54.4m), stemming from the isels
area (74%) and software (26%). The two businesisidivs performed both well during the year 2015.TTX
Perform, improved its sales to €36.7m (prior yea2.6m; 60% of total sales), while the Next divisionreased
its revenues to €24.9m, up 14.2% yly. In our analy® used normalised data to assess the anndafmpance,
excluding therefore non-recurring revenues and esge (in 2014 an extra-income of €1.5m was eartiiitine

acquisition of Maple Lake while non-recurring coatsounted to €0.4m).

Company Analysis

FY15 vs. previous year

2015 vs. previous year

bH

in EURm 2015 2014 % 2014 norm. % norm.
Net sales 61.5 55.9 10.1% 54.4 13.1%
EBITDA (before stock grant) 6.7 6.8 -2.0% 5.7 16.2%
EBITDA margin 10.8% 12.2% 10.5%
EBIT 4.8 5.5 -12.3% 4.4 8.8%
EBIT margin 7.8% 9.8% 8.1%
Net income 3.9 4.2 -0.1 3.3 17%
Net margin 6.3% 7.5% 6.1%

Source: company data, Dr. Kalliwoda Internationas&rch GmbH

Profitability
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In FY2015, direct costs decreased its shares iermgas from 47.9% to 47.4%. Thus, given TXT Perform
profitable software results, group gross margineamn€32.4m (vs. FY15: €28.4m). Among the operatvgts,
R&D went up +8.9% and commercial and G&A costs @aged to +14.7%. EBITDA before stock grant (€0.7m
matured upon the achievement of target profit) u@ad6.2% y/y to 6.7m, 5 years CAGR 11%. Despite 6%
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pre-tax income, net income reached €3.9m, +17.4384®f group sales).

Dr. KalliwodalnternationaResearh GmbH |Primary Resear:
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Net financial position was positive for €14m at theginning of March 2016. Main cash movements & th
closed year were: €2.7m in dividends, €2.5m bontsesnployees, €1.0m share buybacks, and €3.2rthéor
sales of treasury share to USA fund Kabouter. Duehe matured net income and stock grants, in 2015

shareholder equity improved to €33.6m (prior yez0r§).

Outlook
The year 2016 has started with some uncertaintigarget markets of TXT and in the timing of cusé&sis

decisions for Q2/16 sales, as reported from theagement. Moreover, the integration of PACE GmbHhilite

development of a new commercial pipeline in TXT Newight affect the upcoming moths. Neverthelesth wi
PACE GmbH, which add to the annual consolidateémees around €7.3m more (57% from software and 43%
from services), TXT Next acquired: (1) new intefoaél customers, especially in the Airlines indystf2)
specialised know-how and (3) new proprietary sofew@roducts. Hence, it is reasonable to expect an
improvement in group revenues mix. We have estithébe the all group roughly €71m revenues in 2016,
H appreciating that TXT is on track in growing funthies supply chain software solutions internatibn&B6% of
revenues outside Italy). The company seems abdelfdinance its business with sustainable earnarg$ cash

flows. We keep our buy recommendation on TXT e-tsofis.

5. Shares

At the end of December 2015, the company held ab@m treasury shares (10.4% of issued sharesyhba
an average price of €2.42. The holding company £ Ltd held 25.6%, followed by the founder A. Baiag
= Illa with 13.8% of the capital and by the managenveth 8.1%.

Share price performance 2015/16 Shareholder structureas of March 2016)

150%

120%

90% ﬁwg%ma o

60%

30%
0%

RN T T B B I R B R R
W T T BT T o 0 e
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Source: company data, Dr. Kalliwoda Internationas&rch GmbH
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6. Acquisition of PACE GmbH

On February 2016, TXT e-solutions completed theusstiipn of the (
Berlin-based PACE aerospace engineering and infiwmaechnology

GmbH. The acquisition reinforced TXT Next aerosphuasiness division.
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The target company performed quite good in 2018h varreliminary

consolidated results showing revenues of €7.3m20p% yly Stemming faiss Sasme s e il dnmmins- i

Compan

for 57% from license, maintenance and subscrigees, while EBITDA
accounted for €0.8m (R&D €1.7m). Net financial piosi of PACE was estimated positive by €1.7m. PAGE

70 employees mostly in Berlin, with activities hretaerospace hubs of Toulose (F) and Seattle (USA).

The Berlin based company, is a software providerdhie aerospace and aviation industries. It offefsware
solution and services in the area of preliminamgrait and systems architecture design, aircraft eabin

configuration, aircraft economics and route analgsid innovative electronic flight bag tools.

TXT bought the 79% of PACE shares directly from itwestors (eCAPITAL AG, Strategic European
Technologies NV, and IBB Beteiligungsgesellschaftth The transaction has a value of €5.6m and waabip
cash, given TXT available liquidity. The resultdiviie consolidated from April 2016 (Q2/16). Additia cash
payments (around m1.9€) will be adjusted balanthegtransaction cost based on the economic resalts
PACE operations. Thus the three founders will rensiareholders, 21% of the capital will be holdtihgm,
and managing directors. However, according thestetion is included a put-call option to be exadig the
period 2020-2021.

PACE customer base includes: Maintenance, Rep&wvé&rhaul (MRO) companies, such as Airbus (D and F),
Boeing (USA), Lufthansa (D), GE Aviation (USA), &afi Group (F), COMAC (China), Sukhoi (Russia),
Embraer (Brasil), Rolls-Royce (UK), Air France & KLEngineering (F) and Delta Air Lines (USA).

After this acquisition, TXT Next will increase ispecialist team (around 350 people), and its smistifor the
aeronautics industry, across the whole supply claaid will enlarge its market potential to 300 Estomers
world-wide. This integration should develop furthemefits, given the complementary solutions thél hext
can integrate in Pace such as the on board softsianalation, training system and advanced manufaxg for
aerospace. The joining forces can bring new advhsoéiware solutions and expand the product paéotfiair

TXT Next clients. TXT Next and Pace are able toezahe entire value chain in the software aviatraustry.
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7. Market

The markets in which TXT works are defined with hilgarriers to entry. According to Gartner, TXT Rleta

stands in a favourable position respect to its aaitgrs. The merchandise assortment managemeritaiphs
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market is according Gartner revised up. It is estéd that by 2019, 50% of Tier multichannel retsilill have

employed the above considered applications.

Merchandise Assortment Management Applications

Company
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“ ael

ABILITY TO EXECUTE

COMPLETENESS OF VISION : As of August 25

Source: company data, Gartner (August 2015)

Given the dynamic competitive environment, TXT isteel heavily in new technology (R&D costs 8.3% of
revenues in 2015) with engagement in the cloudicesvand in-memory processing sectors. We pointtatt
the aviation industry will require high investmemtsproduct development and engineering. It is @$aleto

differentiate the solutions provided given the giraytime-to-market pressure.
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8. Financials

a. Profit and Loss Statement

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

€ thousands FY 2012 FY 2013 FY 2014 FY 2015 FY2016E FY 2017E
Total revenue 46.50 52.56 55.88 61.54 71.03 78.22
Costs of sales -22.35 -24.85 -26.46 -29.19 -32.69 -33.84
Gross profit 24.15 27.71 29.43 32.35 38.34 44.38
Research and development expenses -4.09 -4.76 -4.70 -5.12 -6.40 -6.65
Sales, marketing and distribution expenses -8.98 -10.17 -11.09 -12.68 -13.82 -15.00
General and administrative expenses -5.76 -6.51 -6.84 -8.63 -10.45 -13.97
Amortisation and depreciation -1.08 -1.31 -1.33 -1.12 -1.63 -1.80
EBIT 4.24 4.96 5.47 4.79 6.04 6.96
Financial income/expense net 0.13 -0.44 -0.25 -0.15 -0.16 -0.16
Earnings before taxes 4.37 4.52 5.22 4.64 5.88 6.80
Income taxes -0.18 0.12 -1.05 -0.76 -1.32 -1.53
Minorities/Non recurring profit 0.94 0.00 0.00 0.00 0.00 0.00
Netincome 5.14 4.64 417 3.88 4.56 5.27
EPS 0.94 0.44 0.32 0.30 0.35 0.41
DPS 0.40 0.20 0.25 0.25 0.27 0.28

Profit & Loss (Year on Year)

Total revenue 16% 13% 6% 10% 15% 10%
Costs of sales 14% 11% 6% 10% 12% 3%
Gross profit 17% 15% 6% 10% 19% 16%
Research and development expenses 46% 16% -1% 9% 25% 4%
Sales, marketing and distribution expenses 13% 13% 9% 14% 9% 9%
General and administrative expenses 6% 13% 5% 26% 21% 34%
Amortisation and depreciation -69% 21% 1% -15% 45% 10%
EBIT 387% 17% 10% -12% 26% 15%
Financial income/expense net 81% -435% -43% -39% 3% 3%
Earnings before taxes 364% 3% 15% -11% 27% 16%
Income taxes -70% -169% -964% -27% 74% 16%
Netincome -64% -10% -10% -7% 17% 16%

Profit & Loss (% of Revenues)

Total revenue 100% 100% 100% 100% 100% 100%
Costs of sales -48% -47% -47% -47% -46% -43%
Gross profit 52% 53% 53% 53% 54% 57%
Research and development expenses -9% -9% -8% -8% -9% -9%
Sales, marketing and distribution expenses -19% -19% -20% -21% -19% -19%
General and administrative expenses -12% -12% -12% -14% -15% -18%
Amortisation and depreciation -2% -2% -2% -2% -2% -2%
EBIT 9% 9% 10% 8% 9% 9%
Financial income/expense net 0% -1% 0% 0% 0% 0%
Earnings before taxes 9% 9% 9% 8% 8% 9%
Income taxes 0% 0% -2% -1% -2% -2%
Net income 11% 9% 7% 6% 6% 7%

Source: company data, Dr. Kalliwoda Internationas&rch GmbH
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b. Balance Sheet

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

€m FY 2012 FY 2013 FY 2014 FY 2015 FY 2016E FY 2017E
Current assets 36.77 3491 34.89 38.95 39.80 42.59
Cash and cash equivalents 15.82 14.82 12.30 9.08 8.59 10.01
Inventories 1.39 1.45 1.82 2.07 2.19 2.22
Trade receivables 17.27 16.84 18.57 25.03 26.03 27.07
Otherreceivables 2.29 1.80 2.20 2.76 2.98 3.29
(% sales) 5% 3% 4% 4% 4% 4%
Non-current assets 21.84 17.85 18.02 18.13 18.95 19.52
Intangible assets 19.89 15.37 15.08 14.69 14.79 14.88
(% sales) 43% 29% 27% 24% 21% 19%
Property, plantand equipment 1.15 1.12 1.25 1.36 1.13 117
Otherreceivables and other assets 0.30 0.13 0.14 0.14 0.23 0.26
(% sales) 1% 0% 0% 0% 0% 0%
Deferred taxes 0.49 1.23 1.56 1.94 2.80 3.20
(% sales) 1% 2% 3% 3% 2% 2%
Total 58.61 52.76 52.91 57.08 58.75 62.11
Current liabilities 20.65 17.86 17.45 18.35 18.93 19.88
Financial liabilities 5.50 3.35 2.15 0.82 0.90 0.99
Trade payables 1.80 1.50 1.54 1.42 2.66 2.23
Otherliabilities 12.47 12.93 13.61 16.09 14.95 16.46
(% sales) 27% 25% 24% 26% 21% 21%
Tax liabilities 0.89 0.07 0.15 0.02 0.42 0.20
(% sales) 2% 0% 0% 0% 1% 0%
Non-current liabilities 11.77 6.96 6.49 5.10 5.15 5.93
Financial liabilities 4.30 2.90 1.68 0.00 0.00 0.35
Otherliabilities 2.87 0.00 0.00 0.00 0.00 0.00
(% sales) 0% 0% 0% 0% 0% 0%
Provisions for pensions (TFR) 3.33 3.30 3.84 3.83 3.84 4.22
(% sales) 7% 6% 7% 6% 5% 5%
Deferred taxes 1.27 0.77 0.97 1.27 1.31 1.35
Shareholder's equity 26.18 27.94 28.97 33.62 34.67 36.30
Total consolidated equity and debt 58.61 52.76 52.91 57.08 58.75 62.11

Source: company data, Dr. Kalliwoda Internationas&rch GmbH
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c. Cash Flow Statement

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

€m FY2012 FY2013 FY2014 FY2015 FYZ2016E FY2017E
Net income for the year 5.1 4.6 4.2 3.9 4.6 53
Depreciation -1.1 -1.3 -1.3 -1.1 -1.6 -1.8
Change in working capital -1.7 1.2 -14 -5.0 -0.8 -0.5
Others 2.3 0.9 2.4 -0.7 -09 -0.4
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 -0.8 -1.5 -1.8
Free cash flows -10.0 5.0 3.2 6.0 5.5 5.4
Cash flow from financing 114 -6.3 -5.6 -9.2 -6.0 -4.0
Change in cash 14 -1.3 -2.4 -32 -0.5 14
Cash, start of the year 144 15.8 14.8 12.3 9.1 8.6
Cash, end of the year 15.8 14.8 12.3 9.1 8.6 10.0

Source: company data, Dr. Kalliwoda InternatidRasearch GmbH

d. Financial Ratios

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

FY 2012 FY 2013 FY 2014 FY 2015 FY2016E FY 2017E

EBITDA margin 11.4% 11.9% 12.2% 9.6% 10.8% 11.2%
Y Net margin 11.0% 8.8% 7.5% 6.3% 6.4% 6.7%
= Return on equity (ROE) 19.6% 16.6% 14.4% 11.5% 13.1% 14.5%
Return on assets (ROA) 10.1% 9.1% 8.4% 7.3% 8.1% 9.0%
Return on capital employed (ROCE) 20.2% 27.0% 36.4% 30.8% 39.0% 43.7%
Equity ratio 44.7% 52.9% 54.8% 58.9% 59.0% 58.4%
Currentratio 1.8 2.0 2.0 2.1 2.1 2.1
Quick ratio 16 1.8 1.8 1.9 1.8 1.9

Source: company data, Dr. Kalliwoda InternatidRasearch GmbH
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Essential information, disclosures and disclaimer

A. Essential information
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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 shouldviere 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.

Compan

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 (eBipomberg, 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.

2. Summary of the basis of valuation principles andnethods used to prepare this document:
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Within the scope of the evaluation of companiesftilewing 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, substariuaticm
methods and swot-analyses. The valuation princghesmodels 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

Dr. KalliwodalnternationaResearh GmbH |Primary Researt
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could change rapidly and without advance warningpeding on developments specific to individual totan
The valuation results and fair values derived ftoemmodels might therefore change accordingly.

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 resafid fair values may be reached faster or slohvan t
expected by the analysts. The results and fairegatoay to be scale upwards or downwards.
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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 caussgative 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:4™ of April 2016

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 geawithout any notice. The document might be incletepor
reduced and it may not contain all information caning the company covered. It is in the sole degisf DR.
KALLIWODA INTERNATIONAL RESEARCH GmbH whether and ken a potential update of this research is
made.

I1l. Disclosures about potential conflicts of inést:

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

is, or whose financial instruments are the issuthigfresearch.

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: 6. and 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,atirectly 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. Furibes, 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 amdivimual 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 pliggon
where its distribution might be restricted by lamd person into whose published this document cainesld
inform and observe themselves about any suchcBetrs.
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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 lossesdagcluded.

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 accept®raistribute 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.

© 2016 DR. KALLIWODA INTERNATIONAL RESEARCH GmbH, Andtstral’e 47, D-60325 Frankfurt am
Main. All rights reserved.
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