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Quarterly results below our expectations. 2Q17 revenues (at constant perimeter, as
PACE was consolidated in 2Q16) were down 3.4% to Eul8.1mn, mostly due to lower
licence sales at TXT Retail. The gross margin went from 54.5% in 2Q16 to 53.2% in 2Q17,
penalized by a less profitable revenue mix. EBITDA was Eul.8mn, down 7.4% YoY. Gross 13
operating margin was down 40bps YoY following significant R&D investments and
higher commercial costs. Net profit was Eu0.93mn, down 17.9% YoY. Revenues, EBITDA
and net profit were all below our forecast figures, by 9.3%, 7.7% and 17.8% respectively.

TXT E-SOLUTIONS - 12m Performance

9

Finally, net cash was in line with expectations at Eu5.5mn, lower QoQ due to the 8 ~
dividend payment. 7 TN
Disposal of TXT Retail. On July 27th, TXT reached an agreement for the sale of TXT Retall Wi ol el w7 aw olr a7
to Aptos, an American retail software company, for Eu85mn in cash (subject to minor TXT E-SOLUTIONS
economic adjustments and several regulatory requirements); closing is expected by TXTESOLUTIONS fel to Bt ndex (eb)
the end of October. If Aptos is listed, TXT has the right to exercise an option to acquire
10% of the shares offered in the IPO at the regular IPO price. In 2016 TXT Retail recorded
revenues of Eu36.1mn, EBITDA of Eu4.5mn, and net profit of Eu3.0mn. Multiples of the
transaction are 2.4x EV/revenues, 19x EV/EBITDA, and 28x PE on actual 2016 figures.
Focus on TXT Next. In 2016 TXT Next recorded revenues of Eu33.1mn, EBITDA of RATING: Unchanged
Eu3.8mn, and net profit of Eu2.5mn. In 1H17, the division reported revenues up 16.2% TARGET PRICE (Eu): from 14.50 to 13.50
YoY (or +5.3% at constant perimeter) to Eul7.9mn, and gross margin up 250bps to Change in EPS est: 2016A  2017E
43.6%. In the short-term, TXT Next technologies find application in the aeronautical 0.0%  0.0%
market, the auto industry, transport, and complex industrial systems. We expect ———
revenue synergies from the !ntegrgtlon of PACE d.ue to thg potential demand for ST TTSIM|
NEXT’s on-board software, flight simulators, and flight training systems from major Bloomberg code: TXT IM
companies in the PACE client base, including Airbus, Boeing, Safran, GE Aviation,
Sukhoi, Embraer, Rolls-Royce, Air France & KLM, Lufthansa and Delta Airlines. Performance im  3m  12m

) ) ] ) Absolute 11.4% -6.8% 61.7%
OUTPERFORM reiterated; target cut to Eul3.50. Pending the closing of the deal with Relative 78% -6.8% 33.7%
Aptos (TXT Retail will be deconsolidated from the release of 3Q17 results) we are 12 months H/L: 12.99/6.96

leaving our estimates unchanged. We have reduced our target price from Eul4.50 to

Eu13.50 per share as TXT Retail was sold for slightly less than the figure in our SOP model. SHAREHOLDER DATA

We reaffirm our positive view on the stock: TXT will focus on developing the TXT Next e, Gif O , BRETESi: 5
L ) . . . . Total No. of shares (mn): 13
division, with the aim of growing internationally, as well as the newly-created TXT Sense Mkt Cap Ord (Eu mn): _
division, a start-up wnh proprietary techn.ology for actlye. 3D'representat|on and lnew et S (B 156
augmented reality. Finally, the BoD will propose distribution of an extraordinary Mkt Float - ord (Eu mn): 68
dividend. In our view, the TXT balance sheet has the flexibility nheeded for additional Mkt Float (in %): 43.6%
M&A, which is a positive catalyst given that management has built up a solid track Main shareholder:
record of integrating acquisitions. E-Business Consulting 26.4%
- BALANCE SHEET DATA 2017
Key Figures 2014A 2015A 2016A 2017E 2018E SelEE (B i a7
Sales (Eu mn) 56 62 69 76 83 BVPS (Eu): 2.84
Ebitda (Eu mn) 7 6 8 9 10 P/BV: 4.2
Net profit (Eu mn) 4 4 6 6 7 Net Financial Position (Eu mn): 6
EPS - New (Eu) 0.358 0.333 0.477 0.532 0.596 Enterprise value (Eu mn): 134
EPS - Old (Eu) 0.358 0.333 0.477 0.532 0.596
DPS (E 0.230 0.252 0.300 0.330 0.363 ) N
Eu) Please see important disclaimer
- - on the last page of this report
Ratios & Multiples 2014A 2015A 2016A 2017E 2018E
P/E 33.6 36.1 25.2 22.6 20.2
Div. Yield 1.9% 2.1% 2.5% 2.7% 3.0%
EV/Ebitda 19.3 22.2 16.3 14.5 12.7
ROCE 27.4% 20.9% 25.5% 26.3% 28.5%

The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein, and of any of its parts, is
strictly prohibited. None of the contents of this document may be shared with third parties without Company authorization.
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TXT E-SOLUTIONS - KEY FIGURES

PROFIT & LOSS (Eu mn)

PER SHARE DATA (Eu)

CASH FLOW (Eu mn)

BALANCE SHEET (Eu mn)

ENTERPRISE VALUE (Eu mn)

RATIOS(%)

GROWTH RATES (%)

* Excluding extraordinary items

Source: Intermonte SIM estimates
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TXT - Results

(Eu mn) 2Q16A 2Q17A YoY 2Q17E A VsE 2016A 2017E  YoY
Total revenues 18.8 18.1 -3.4% 20.0 -9.3% 69.2 76.3 10.4%
YoY growth 14.2%  -3.4% 6.5% 12.4%  10.4%

Gross Profit 10.2 9.7 -5.7% 10.5 -8.0% 37.1 41.3 11.3%
gross margin 54.5% 53.2% 52.4% 53.7% 54.1%

EBITDA IFRS 1.9 1.8 -7.4% 1.9 -7.7% 8.2 9.2 12.0%
EBITDA margin 10.1%  9.7% 9.5% 11.9% 12.1%
Depreciation and amortization (0.3) (0.3) (0.2) (1.3) (1.3)

on revenues -1.8%  -1.9% -0.9% 1.9% 1.7%

EBIT IFRS 1.6 1.4 -9.5% 1.7  -17.4% 6.9 7.9 14.2%
EBIT margin 8.3% 7.8% 8.6% 10.0% 10.3%
Financial income and charges (0.2) (0.2) (0.2) 0.1 0.1

Pre-tax profit 15 1.3 -11.4% 1.6 -18.8% 7.0 8.0 14.1%
Income taxes (0.9 0.4 (0.5) (1.5) (1.8)

tax rate -24.4% -29.9% -30.8% -20.8% -22.5%

Profit from discontinued operations 0.0 0.0 0.0 0.0 0.0

Net profit 1.13 0.93 -17.9% 1.13 -17.8% 5.56 6.20 11.6%
YoY growth -17.2%  -17.9% -0.4% 43.0% 11.6%

Source: Company data (A) and Intermonte SIM estimates (E)

Intermonte
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TXT E-SOLUTIONS Peer Group - Absolute Performances

Stock Price Ccy Mkt cap 1M 3M 6M

TXT E-SOLUTIONS 12.03 EUR 156 11.4% -6.8% 40.2%
AMERICAN SOFTWARE 9.47 usb 282 -5.4% -13.2% -7.3%
ATOSS SOFTWARE 76.93 EUR 306 9.8% 13.3% 17.5%
CAPGEMINI 90.20 EUR 14,973 -0.5% -6.1% 17.2%
COMPUTACENTER 8.85 GBP 1,086 0.6% 6.5% 12.4%
DESCARTES SYSTEMS 33.54 CAD 2,548 7.7% 6.2% 16.5%
DEVOTEAM 76.46 EUR 602 9.9% 23.8% 28.2%
MANHATTAN ASSOCIATE  43.37 usD 2,989 -7.1% -4.4% -12.0%
ORACLE 49.06 usbD 202,946 -0.6% 7.9% 21.9%
REPLY 189.50 EUR 1,772 14.1% 18.4% 56.5%
SAP 89.93 EUR 110,479 -0.5% -5.5% 4.2%

SOPRA GROUP 143.25 EUR 2,881 3.1% 2.5% 29.8%
SQS SOFTWARE 5.78 EUR 196 4.7% 13.5% -12.8%
Mean performance 3.6% 4.3% 16.3%
Italy FTSE Mib 21,848.4 EUR 340,011 4.0% 1.7% 15.3%

Source: FactSet

TXT E-SOLUTIONS Peer Group - Multiple Comparison

Stock Price Cey Mkt cap EV/Sales EV/Sales | EV/Ebitda EV/Ebit
2017 2018 2017 2018
TXT E-SOLUTIONS 12.03 EUR 156 1.8 1.6 14.5 12.7
AMERICAN SOFTWARE 9.47 usb 282 1.8 1.7 10.6 10.0
ATOSS SOFTWARE 76.93 EUR 306 5.2 4.5 17.8 15.6
CAPGEMINI 90.20 EUR 14,973 1.3 1.2 9.1 8.2
COMPUTACENTER 8.85 GBP 1,086 0.3 0.2 7.1 6.8
DESCARTES SYSTEMS 33.54 CAD 2,548 8.1 7.2 22.9 19.8
DEVOTEAM 76.46 EUR 602 0.9 0.8 9.7 8.2
MANHATTAN ASSOCIATE  43.37 usb 2,989 4.8 4.3 13.3 11.9
ORACLE 49.06 usb 202,946 4.7 4.4 10.2 9.2
REPLY 189.50 EUR 1,772 19 1.7 13.6 11.7
SAP 89.93 EUR 110,479 4.7 4.3 14.7 13.1
SOPRA GROUP 143.25 EUR 2,881 0.9 0.8 9.3 8.1
SQS SOFTWARE 6.18 EUR 196 0.6 0.6 6.5 6.0
Median 1.8 1.7 10.4 9.6

Source: Intermonte SIM estimates for covered companies, FactSet consensus estimates for peer group

TXT E-SOLUTIONS - Estimates Comparison with Consensus

YTD

60.4%
-8.3%
46.6%
12.5%
10.6%
17.1%
33.0%
-18.2%
27.6%
60.6%

8.6%
32.8%

-12.7%
20.8%

13.6%

da

2017 2018
(Eu mn) Intermonte  Consensus %diff Intermonte Consensus
Revenues 76.3 75.6 0.9% 82.6 80.7
Ebitda 9.2 8.8 4.5% 10.4 9.7
Net Profit 6.2 5.7 9.5% 6.9 6.5
EPS 0.532 0.531 0.2% 0.596 0.593
Net Debt 5.8 6.6 -11.7% 7.2 9.2

Source: Intermonte SIM estimates and Factset consensus estimates

DETAILS ON STOCKS RECOMMENDATION

Stock NAME TXT E-SOLUTIONS

Current Recomm: OUTPERFORM Previous Recomm:
Current Target (Eu): 13.50 Previous Target (Eu):
Current Price (Eu): 12.03 Previous Price (Eu):

Date of report: 10/08/2017 Date of last report:
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18.8
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8.1
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14.50
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2017
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DISCLAIMER (for more details go to DISCLAIMER)

IMPORTANT DISCLOSURES

The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein and of any its parts is strictly prohibited. None of the contents of this document may be shared with third parties without
authorisation from Intermonte.

This report is directed exclusively at market professional and other institutional investors (Institutions)and is not for distribution to person other than “Institution” ("Non-Institution”), who should not rely on this material. Moreover, any
investment or service to which this report may relate will not be made available to Non-Institution.

The information and data in this report have been obtained from sources which we believe to be reliable, although the accuracy of these cannot be guaranteed by the Intermonte. In the event that there be any doubt as to their reliability, this
will be clearly indicated. The main purpose of the report is to offer up-to-date and accurate information in accordance with regulations in force covering “recommendations” and is not intended nor should it be construed as a solicitation to buy
or sell securities.

This disclaimer is constantly updated on Intermonte’s website www.intermonte.it under DISCLOSURES. Valuations and recommendations can be found in the text of the most recent research and/or reports on the companies in question. For a
list of all recommendations made by Intermonte on any financial instrument or issuer in the last twelve months consult the PERFORMANCE web page.

ANALYST CERTIFICATION

For each company mentioned in this report the respective research analyst hereby certifies that all of the views expressed in this research report accurately reflect the analyst's personal views about any or all of the subject issuer (s) or securities.
The analyst (s) also certify that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation or view in this report.

The analyst (s) responsible for preparing this research report receive(s) compensation that is based upon various factors, including Intermonte’s total profits, a portion of which is generated by Intermonte’s corporate finance activities, although
this is minimal in comparison to that generated by brokerage activities.

Intermonte’s internal procedures and codes of conduct are aimed to ensure the impartiality of its financial analysts. The exchange of information between the Corporate Finance sector and the Research Department is prohibited, as is the
exchange of information between the latter and the proprietary equity desk in order to prevent conflicts of interest when recommendations are made.

GUIDE TO FUNDAMENTAL RESEARCH

The main methods used to evaluate financial instruments and set a target price for 12 months after the investment recommendation are as follows:

Discounted cash flow (DCF) model or similar methods such as a dividend discount model (DDM)

Comparison with market peers, using the most appropriate methods for the individual company analysed: among the main ratios used for industrial sectors are price/ earnings (P/E), EV/EBITDA, EV/EBIT, price /sales.

Return on capital and multiples of adjusted net book value are the main methods used for banking sector stocks, while for insurance sector stocks return on allocated capital and multiples on net book value and embedded portfolio value
are used

= For the utilities sector comparisons are made between expected returns and the return on the regulatory asset base (RAB)

Some of the parameters used in evaluations, such as the risk-free rate and risk premium, are the same for all companies covered, and are updated to reflect market conditions. Currently a risk-free rate of 2.5% and a risk premium of 5.0% are
being used.

Frequency of research: quarterly.

Reports on all companies listed on the S&PMIB40 Index, most of those on the MIDEX Index and the main small caps (regular coverage) are published at least once per quarter to comment on results and important newsflow.

A draft copy of each report may be sent to the subject company for its information (without target price and/or recommendations), but unless expressly stated in the text of the report, no changes are made before it is published.

Explanation of our ratings system:

BUY: stock expected to outperform the market by over 25% over a 12 month period;

OUTPERFORM: stock expected to outperform the market by between 10% and 25% over a 12 month period;

NEUTRAL: stock performance expected at between +10% and — 10% compared to the market over a 12 month period ;

UNDERPERFORM: stock expected to underperform the market by between -10% and -25% over a 12 month period;

SELL: stock expected to underperform the market by over 25% over a 12 month period.

Prices: The prices reported in the research refer to the price at the close of the previous day of trading

CURRENT INVESTMENT RESEARCH RATING DISTRIBUTIONS
Intermonte SIM is authorised by CONSOB to provide investment services and is listed at n° 246 in the register of brokerage firms. As at 31 March 2017 Intermonte’s Research Department covered 150 companies.
Intermonte’s distribution of stock ratings is as follows:

BUY: 12,99 %
OUTPERFORM: 46,75 %
NEUTRAL: 39,61 %
UNDERPERFORM 00,65 %
SELL: 00,00 %

The distribution of stock ratings for companies which have received corporate finance services from Intermonte in the last 12 months (44 in total) is as follows:

BUY: 26,09 %

OUTPERFORM: 45,65 %

NEUTRAL: 28,26 %

UNDERPERFORM 00,00 %

SELL: 00,00 %
CONFLICT OF INTEREST

In order to disclose its possible conflicts of interest Intermonte SIM states that:

o within the last year, Intermonte SIM managed or co-managed/is managing or is co-managing (see companies indicated in bold type) an Institutional Offering and/or managed or co-managed/is managing or is co-managing (see companies
indicated in bold type) an offering with firm commitment underwriting of the securities of the following Companies: Aeroporto di Bologna, Banca Ifis, Banca Carige, Banca Sistema, La Doria, Tamburi Investment Partners, Tecnoinvestimenti
Intermonte SIM is Specialist and/or Corporate Broker and/or Sponsor and/or Broker in charge of the share buy back activity of the following Companies: Aedes, Aeroporto di Bologna, Alerion Clean Power, Ascopiave, Avio, Axelero, B&C
Speakers, Banca Ifis, Banca Sistema, ePrice, Be, Carraro, Cattolica Assicurazioni, Clabo, Credito Valtellinese, Datalogic, DeA Capital, DigiTouch, EL.En, Emak, ERG, Ferrovie Nord Milano, Giglio Group, GO Internet, Il Sole 24 Ore, Italiaonline, IWB,
LU VE, Mondo TV, Openjobmetis, Prelios, QF Alpha Immobiliare, QF Beta Immobiliare, Reno de Medici, Reply, Retelit, Saes Getters, Servizi Italia, Sesa, Snaitech, Space3, Tamburi Investment Partners, Tesmec, TBS Group, Tecnoinvestimenti,
Ternienergia, TXT e-solutions, Vetrya, Vittoria Assicurazioni, Wiit, Zephyro.

Intermonte SIM SpA, through its Websim Division, acts as an Retail Investor Research Provider on behalf of the following companies: A2A, Aedes, Axelero, Banca Ifis, ePrice, Bomi, Cattolica Assicurazioni, Centrale del Latte, d'’Amico, Dada,
Digital Bros, Digital Magics, Digitouch, Electro Power System, Enertronica, Expert System, Falck Renewables, Fiera Milano, Frendy Energy, Fundstore, Gambero Rosso, Generali Assicurazioni, Go Intemet, Italiaonline, Isagro, Italia Independent,
IWB, La Doria, Leone Film Group, Lucisano Media Group, LVenture, MailUp, Masi Agricola, Mc-Link, Methorios, Mondo TV, MP7 ltalia, Notorious, Pierrel, Piteco, PLT energia, Safe Bag, Sesa, TE Wind, Tecnoinvestimenti, TerniEnergia, TXT e-
Solutions, VirgilioLab, Zephyro.

Intermonte SIM SpA has provided in the last 12 months / provides / may provide investment banking services to the following companies: Aedes, Alerion Clean Power, Autostrade per I'ltalia (Atlantia Group), Bolzoni, Carraro, Conafi,
CNRC/Marco Polo Industrial Holding (on Pirelli shares), Generali Assicurazioni, Hitachi (on Ansaldo STS shares), Italiaonline, Prelios, RCS, Saras, Sorgente SGR (on Nova Re shares).

Intermonte SIM SpA performes as a market maker for the following companies: Atlantia, Autogrill, Azimut Holding, Banco Popolare, BCA Monte dei Paschi di Siena, BCA POP Emilia Romagna, BCA POP Milano, CNH Industrial, Enel, Eni, Exor,
Fiat Chrysler Automobiles NV, Generali, Indice FTMIB, Intesa Sanpaolo, Intesa Sanpaolo Rsp, Leonardo-Finmeccanica, Luxottica Group, Mediaset, Mediobanca, Prysmian, Saipem, Snam, Stmicroelectronics, Telecom Italia, Telecom Italia
Risparmio, Tenaris, Terna, Ubi Banca, Unicredit, Unipol, Unipolsai.

Intermonte SIM SpA performes as a liquidity provider for the following companies: A2a, Ansaldo STS, Atlantia, Atsm, Autogrill, Azimut Holding, Banca Generali, Banca Mediolanum, Banco Popolare, BCA Monte dei Paschi di Siena, BCA POP
Emilia Romagna, BCA POP Milano, BCA POP Sondrio, Buzzi Unicem, Campari, Cir-Comp. Ind. Riunite, Credito Emiliano, Danieli & c., Danieli & c. Risp. Nc, Diasorin, Enel, Eni, Exor, Generali, Hera, Intesa Sanpaolo, Intesa Sanpaolo Rsp, Iren,
Italcementi, Italmobiliare, Italmobiliare RNC, Leonardo-Finmeccanica, Luxottica Group, Maire Tecnimont, Mediaset, Mediobanca, Parmalat, Prysmian, Recordati, S.i.a:s., Saipem, Salini Impregilo, Salvatore Ferragamo, Snam, Telecom Italia,
Telecom ltalia Risparmio, Tema, Tod's, Ubi Banca, Unicredit, Unipol, Unipolsai, Yoox Net A Porter.

o

o

o

o

o

Intermonte SIM SpA holds net long or short positions in excess of 0.5% of the overall share capital in the following issuers:

i % Long/Short
CHL 1,08 SHORT
COGEME SET SPA 16 SHORT
IKF 0,57 SHORT
OLIDATA 0,88 SHORT
STEFANEL 0,71 SHORT
'WASTE ITALIA 1,06 SHORT
ZEPHYRO SPA 14 LONG
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