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Mid Cap | Europe | Italy INTERNATIONAL RESEARCH GmbH
cfl Update TXT e-solutions S.p.A.
% BUY Encouraging Figures in Q3; Aeronautical Business Drive the Growth
&
Target price: EUR 11 m TXT generated positive numbers in the third qua&ei6, with group
revenues up 18.5% qg/q to €16.9m. The contributioth® recent acquired
Industry: Software and IT Service PACE GmbH (€1.6m) and organic growth (€0.6m) babstales in the
Country: Italy TXT Next engineering business division up 37.9% tycE8.0m. In the
ISIN: IT0001454435 same period, the TXT Retail division grew revenbe$.1% g/q to €8.9m
Bloomberg: TXT:IM with new contracts recorded among the others withisGan Dior (F),
Reuters: TXTS.MI Brunello Cucinelli (1), GiFi (F), WE Fashion (NL)nd Cotton-on (AUS).
Website: tigroup.com Group EBITDA grew by 49% qg/q (profitability on revees rose from

11.4% to 14.3%).

Last Price: 7.01 m According a recent study of Gartner released inevayer 2016, the group
High Low TXT has been positioned as leader in the magic rqudor merchandise
Price 52 W.. 8.01 6.81 and assortment management application, emergihgghsst for ability to
Market Cap. (EURm) 81.96 execute. In the study Gartner expects improvemaritaplemented retail
No. of Shares 11.69 assortment applications adoption as with the grgwiemand for big data

and advanced analytics systems in the retail mahkehis context, TXT
end-to-end merchandise lifecycle solution is unigupositioned to
Shareholders support the needs in fashion, luxury and specialilrenvith a variety of
customer focus solutions.

4CV PTE 25.62%

?' Braga '”i 12'323’ m On a consolidated base in the first nine monthsTE®ise by 16.6% to
reastiry shares en €4.9m as well as the net income up 5.5% to € 3.8r8% of total

iﬁit;iitgl érﬁH ;2?;/2 revenues). A better management in trade receivadhes the positive
Management 7:90% effects_of_ no-cash item_s such as paid taxes (€ )0.@mortization and
Foat 32 33% depreciation (€ 0.9m) improved operative cash fldwsm € 1.6m to
€ 5.3m (OCF/sales ratio: 10.6%). The increase shdaom operations
partially compensated the outflows for the acquisiof PACE GmbH (€
6.8m) and the payment of dividends (€ 2.9m) whahdred total cash by
Dividend € 2.2m in the 9M/16. These latter outflows reduaksb the net financial

in EUR in % position to € 2.7m (vs. December 2016: €8.3m).

2012 040 17.6% ) . .. .
m  We have considered TXT e-solutions market positmprovement in our
2013 020 2.8% ) . ) ) "
) analysis especially in the retail and aeronaut&iriess. These two sectors
2014 025 3.9% are also no correlated and allow a better hedginthé corporate risk.
2015 025  3.4% Overall, the retail market suffered in the firsh@imonths 2016 and we
have remained conservative. Nevertheless afteiQBgerformance our
1-year Chart . .
= forecasts have left unchanged and remained podiivéhe end of the
et EUR year (revenues CAGR 5.3% 2016-2020E). We expectthdur
g 83 improvement international sales for TXT Retail isi& (new contracts
WA 80 recently won in China and India) and from the sgyein competences
‘:"2 78 with PACE GmbH. This latter brings an interestirgtfolio of customers
70 which might produce higher-margin license revenues.
‘C. 6.5
= 60 m Key Facts
'—U.' Nov/15 Apr/16 Sep/16
= 2012 2013 2014 2015  2016E  2017E
Analysts: EURm
i i Net sales 46.5 52.6 55.9 61.5 70.0 74.8
Dario Maugeri EBITDA 5.3 6.3 6.8 5.9 8.0 8.7
dm@kalliwoda.com EBIT 42 5.0 55 4.8 6.8 7.5
Net income 5.1 4.6 42 3.9 5.2 5.7
Dr. Norbert Kalliwoda os 0o oa s s 04 08
nk@kalliwoda.com BVPS 4.8 2.4 22 2.6 2.7 2.9
RoE 196%  16.6%  14.4% 115%  165%  16.8%
EBIT margin 9.1% 9.4% 9.8% 7.8% 9.8%  10.0%

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

TXT e-solutions SpA is a profitable internationaftsvare specialist. Headquartered in Milan (ItalyXT filled

an empty space in the supply chain IT solutionselteing planning software solutions in end-to-eetil for

the luxury and fashion sector. The company is édith two business divisions: TXT Retail, which yides IT
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planning solutions for luxury, fashion, retail acdnsumer goods, and TXT Next which focus in sofentar
complex operation and manufacturing for aerospdetence, high-tech and finance. With TXT Next diws

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

Compan

After the IPO in 2000, TXT invested to become abglosupply chain software vendaiith a geographic
coverage of all main markets. The company hasexffio the North America, Germany, France, Spaim,UK
and in the Asia Pacific. With organic growth in bohe divisions, the company recorded a signifi¢acitease in
revenues during the years (CAGR +10.1% in 2010-R015

1.2 PACE GmbH (Berlin-Headquartered)

On April 1, 2016, TXT e-solutions completed the w@is@ion of the (
Berlin-based Pace GmbH, software providers for délegospace and

aviation industries. The acquisition reinforced TXNext aerospace

business division. Pace performed well in 2015,hwgreliminary

consolidated results showing revenues of €7.3n20p% y/y stemming ks tasmes e Lo dmmass i

for 57% from license, maintenance and subscripfiees; EBITDA

accounted for €0.8m (R&D €1.7m). Net financial piosi of PACE was positive by €2.3m. PACE has 70

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

TXT bought the 79% of PACE shares directly from itwvestors (eCAPITAL AG, Strategic European
Technologies NV, and IBB BeteiligungsgesellschaliHp As reported in TXT H1 report, the acquisitioh
Pace GmbH completed on 1 April 2016 involved adighursement of € 6.8 million, broken down as fato

* € 7.7 million already paid upon purchase of 79%hefcompany's shares;

e an additional € 1.4 million in estimated future pents to exercise the put/call option in 2020-2621
purchase the remaining 21% of the company’s shapagment of the “Earn-out 2016” and other
contractual terms;

» -€ 2.3 million for the net financial benefit arigifrom the acquisition of Pace, generated by thenca
of cash acquired (€ 3.5 million) and financial dabtjuired (€ 1.2 million).

The three founders therefore will remain sharehsldad managing directors (21% of the capital gllhold by

them). However, according the transaction is inetlid put-call option to be exercised in the pefi0a0-2021.
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PACE customer base includes: Maintenance, Rep&vé&rhaul (MRO) companies, such as Airbus (D and F),
Boeing (USA), Lufthansa (D), GE Aviation (USA), &ai Group (F), COMAC (China), Sukhoi (Russia),
Embraer (Brasil), Rolls-Royce (UK), Air France & KLEngineering (F) and Delta Air Lines (USA).

The integration of TXT Next and Pace GmbH might elep further benefits, due to the complementary
solutions that TXT Next can integrate in Pace sastthe on board software, simulation, training esystand
advanced manufacturing for aerospace. The joinorget can bring new advanced software solutions and
expand the product portfolio for TXT Next clientsXT Next and Pace are able to cover the entireevahain in

the software aviation industry.

2. SWOT Analysis

- Pioneer in the supply chain software for fashiah laxury - Significant goodwil position, which amount to 599f
In TXT Retail division 88% of sales from abro equity (30 June 201¢
- Self-financed business through profis, free dlasis and - Limited presence in emerging market s Asia, Pacific,
growing stock values. Africa, the Middle East and Latin America. Stroagds in
- High entry barriers, given its customized and iative the no-food area.
solutions and wel-established relationships. - @aatis investments in marketing and R&D in order

- Loyal customer base, with well-known clients (Leuis Vuitton to compete with big players.
(F), Swatch (CH), Adidas (D), Burberry (UK)).

- Net financial position posttive for € 2.7m (30 Smpber 2016).

- Solid shareholder base: founder owns almost 148teafapital,
and a significant stakes is owned by co-workersafagement.

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

- Business development in North America, Asia ancifiParea. - High competition from larger players.
In 2015 a new office was opened in Hong Kong andeiore. - Currency risks for the consolidated fishstatements as TXT

- Improving revenues mix with higher sales fronrises and generates more than 20% sales outsHerthdrea, even if
maintenance in the retail segments. Monetizatiandsfing revenues are hedged almost perfectlyositits incurred in the
clients with new products and service. same currency

- International growth through acquisitions

Source: Dr. Kalliwoda International Research GmbH

Dr. KalliwodalnternationaResearch GmbHPrimary Researt
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3. Valuation

Our valuation is based on a traditional DCF modékRg) and a peer group analysis (30%). We have dsted
the revenues CAGR of 5.3% and average EBIT mardii1% in the period 2016-2020. The WACC
(weighted average cost of the capital) remains sirmachanged to our previous update for Q2: rigk-frate

1.4%, market premium 6.0% (expected return minsis-free ratio), beta equal to 1 and the tax rat@®1%

(average of the last four years). Assuming thattttrget capital structure will not change in thdsequent

years, the WACC consequently was 6.4%. Our finafbihths price target for TXT e-solutions equals.911

a. WACC
DCF model
Input Output
WACC Calculation Enterprise value
Target Capital Structure Presentvalue of Free Cash Flow 20.9
Debt to Total Capitalization 15.4%
Equity to Total Capitalization 84.6%  Terminal Value 143
= Discount Factor 0.8
Cost of Equity Present Value of Terminal Value 108
Risk-free rate 1.4% % of Enterprise Value 84%
Market risk Premium 6.0%
Levered Beta 1.00 Enterprise value 128.5
Cost of Equity Less: Total debt 5.8
Plus: Cash and Cash Equi. 6.2
Cost of Debt Net Debt 0.4
Costof Debt 1.5%
Taxes 20.1%
After Tax Cost of Debt | 1.2%| Implied Equity Value 128.1
- Outstanding shares 11.7
= WACC | 6.4%| Implied share price 11.0
s Source: Dr. Kalliwoda International Research GmbH
- b. DCF-Model
» DCF model
£ EURmM Actual CAGR Forecast period
= 2011 2012 2013 2014 2015| (16 -20) 2016 2017 2018 2019 2020
f o= Sales 40.1 46.5 52.6 55.9 615 5.3% 70.0 74.8 79.7 83.8 86.2
% growth 15.8% 13.0% 6.3% 10.1% 13.8% 6.8% 6.6% 5.1% 2.9%
. EBITDA 4.4 5.3 6.3 6.8 5.9 7% 8.0 8.7 9.3 10.0 10.3
% margin 11.0% 11.4% 11.9% 12.2% 9.6% 11.4% 11.6% 11.7% 11.9% 11.9%
Depreciation & Amortization: -35 -1.1 -1.3 -1.3 -11 -11 -1.2 -1.3 -1.3 -1.3
% sales 8.8% 2.3% 2.5% 2.4% 1.8% 1.6% 1.6% 1.6% 1.6% 1.6%
EBIT 0.9 4.2 5.0 55 4.8 7% 6.8 75 8.0 8.6 8.9
9.8% 10.0% 10.1% 10.3% 10.4%
Taxes 0.6 0.2 0.1 -1.0 0.8 -1.4 -15 -1.6 -1.7 -1.8
Capex -2.2 -0.4 -0.5 -0.6 -0.8 -6.4 -1.0 -1.1 -11 -1.1
,-_'-" % sales 5.4% 0.9% 0.9% 1.1% 1.2% 9.1% 1.4% 1% 1% 1%
Q
'cv—ls Increase/Decrease in NWC -1.26 -1.69 1.21 -1.39 -4.38 -1.0 -0.7 -0.6 -04 0.1
3 Unlevered Free Cash Fow 0.38 3.05 7.12 3.75 0.01 -0.8 54 6.0 6.7 7.5
9 WACC 6.4%
Cd Discount Period 0.1 11 21 31 4.1
(o Discount Factor 1.0 0.9 0.9 0.8 0.8
ﬁ * Present value of free cash flow -0.8 5.1 53 515} 5.8
. —
g Source: Dr. Kalliwoda International Research GmbH

Dr. KalliwodalnternationaResearch GmbHPrimary Researt
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c. Peer Group Analysis

We proved our DCF model with a peer group analyidie application of a relative valuation methotdased on
the idea that comparable companies have similakehamalues. Hence, mainly listed companies are emos
which offer similar products, or have a compardilsiness model. An analysis of financial figuresvies an
estimation to which degree the company’s valuatitems from a low comparability with its peer graupan

under-or overvaluation.

EV/EBIT EBIT margin Net gearing P/BVPS
2016E 2017E 2017E 2015 Latest Latest
Atoss Software AG (EUR) 16.05x 14.73x 27.16x 24.92x 24.93% 133.29% 12.10x
Cap Gemini SA (EUR) 24.55x 23.38x 25.44x 24.63x 9.11% 32.96% 1.90x
Devoteam SA (EUR) 11.23x 10.39x 21.72x 20.49x 5.97% 15.57% 3.24x
Oracle Corp (USD) 34.37x 33.05x 17.95x 17.10x 32.85% 4.97% 0.59x
SAP SE (EUR) 17.98x 16.34x 23.80x 22.45x 26.80% 18.49% 4.16x
SQS AG (EUR) 17.87x 16.55x 31.70x 31.08x 3.63% 5.47% 2.03x
Median 17.93x 16.45x 24.62x 23.54x 17.02% 17.03% 2.64x
TXT e-solutions (EUR) 12.40x 11.33x 16.89x 15.42x 7.79% 8.07% 2.60x
Premium /Discount -30.8% -31.1% -31.4% -34.5%

Fair value TXT e-solutions (EUR) 10.89

Source: Dr. Kalliwoda International Research GmbH

Based on our peer multiples, the implied fair vatgeials €10.89 per share.

4. Turnover

Revenues

Consolidated revenues for first nine months of 26d&ched € 50.1m, + 10.3% y/y due to a strong trésuhe
TXT Next division (including € 3.6m from PACE GmbHJhe software revenues (licenses, subscriptiods an
maintenance) increased to € 13.2m, +9.7% y/y andcgerevenues achieved € 36.9m, +10.6% for thel®MW/
Break down the result by division, TXT Retail reddcsales by 2.2% to € 26.6m yly, as with the weskirethe
Fashion and Luxury industry, while TXT Next greweaues by 29.3% yly to € 23.5m (46.8% of group
revenues), which stemmed from PACE GmbH (€ 3.6m) @iganic growth (€ 1.7m). The Next division signed
also new contracts including Pilatus (CH), Reisenuation & Training (D), Goodrich Control Syster(isk,
part of UTC Aerospace Systems) and the airline @mpcelandair. In total, TXT group internationalles
reached 58%.
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Key figures 9M/16 vs. 9M/15

9M/2016 vs. previous year

in EURm 9IM/16 9M/15 %
Net sales 50.10 45.40 10.3%
EBITDA 5.74 5.00 14.7%
EBITDA margin 11.5% 11.0%
EBIT 4.87 4.18 16.6%
EBIT margin 9.7% 9.2%
Net income 3.62 3.43 5.5%
Net margin 7.2% 7.6%
EPS 0.31 0.29

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

Profitability

50%

A47.1%
45%

40%

35%

30%

25%

20%

15%

12.7% 12.3%

9.3% 8.5%

10%

5%

0%

CoGS R&D expenses Commercial costs Administrative
expenses

HI9M/16 HI9M/15

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

Due to the better management in direct costs, winicteased by 8.9% yly, the gross margin grew hg%lto
€26.5m in 9M/16. EBITDA rose by 14.7% to € 5.7ntte first nine months of 2016 (11.5% of total tureq,
which includes € 0.4m PACE GmbH EBITDA (compensg#h0.3m non-recurring legal expenses and fees for
the acquisition), and after higher research aneldgment costs (21.3% y/y to €4.7m; 9.2% of tatahover),
and the increase in personal costs (€33.6m vs.3880.Although higher y/y tax costs (€ 1.2m vs. 6.

=]

because tax benefit in 2015) the net income rea€Be@m +5.5% y/y and accounting for 7.2% of toealenues;
EPS was at 0.31€ (vs. 9M/16: 0.29€).

Equity Research

Dr. KalliwodalnternationaResearch GmbHPrimary Researt
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At end of September 2016 we noted in TXT balan@eshn increase in goodwill (€18.3m vs. €13.2ntetker
management in trade receivable (€22.3m vs. €25a0m)a slight increase in current financial liakght (€2.6m
vs. €0.8m). The net financial position was posifime€2.7m after the acquisition of PACE in 20166(8m) and
the dividends” payment (vs. FY2015: €8.3m).

Adjusted net income for the paid tax (€0.9m), amation and depreciation (€ 0.9m), and change inking
capital (€0.1m) led to the cash flows from operaiof €5.3m. The cash outflows for the acquisitdéiP ACE
(€5.4m) and the dividends led to decrease in c§@.@m and a final cash position of €6.6m.

Outlook

Results in Q3/16 showed growth potential for theTTMext division. The management anticipated a pasit
business development in the last quarter of the fgaboth divisions. Have to be considered thafTTRetail
demand it is affected by different components sagmacroeconomic difficulties and uncertainty atomes in
the geographies where the company operates. Thesas might produce delay in clients” consumptiand
investments decisions as recorded in the first mmenths of 2016. However TXT market position and
especially with the TXT agilefit solution, which $a@a high satisfaction on customers and ability uppsrt
international projects, together with positive grooperative cash flows, make us confident for aasugble
growth.

5. Shares

At the end of September 2016, the company held tab®1% of issued shares, bought at an average pfic
€2.28. The holding company 4CV PTE Ltd held 25.68pwed by the founder A. Braga llla with 14.0%,
Kabouter Management LLC 7.96% (US-based investhg),management 8.1% and the recent participation of
Allianz Global Investors GmbH 2.3%.

Shareholders” structure(September 2016)

Management
8%

Source: company data, Dr. Kalliwoda Internationes&urch GmbH

Dr. KalliwodalnternationaResearch GmbHPrimary Researt
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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 FY 2015 FY 2016E FY 2017E
Total revenue 46.50 52.56 55.88 61.54 70.03 74.79
Costs of sales -22.35 -24.85 -26.46 -29.19 -30.21 -31.27
Gross profit 24.15 27.71 29.43 32.35 39.82 43.53
Research and development expenses -4.09 -4.76 -4.70 -5.12 -5.60 -5.83
Sales, marketing and distribution expenses -8.98 -10.17 -11.09 -12.68 -13.19 -14.31
General and administrative expenses -5.76 -6.51 -6.84 -8.63 -13.07 -14.71
Amortisation and depreciation -1.08 -1.31 -1.33 -1.12 -1.12 -1.20
EBIT 4.24 4.96 5.47 4.79 6.84 7.48
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 6.68 7.32
Income taxes -0.18 0.12 -1.05 -0.76 -1.50 -1.65
Minorities/Non recurring profit 0.94 0.00 0.00 0.00 0.00 0.00
Netincome 5.14 4.64 4.17 3.88 5.18 5.67
EPS 0.94 0.44 0.32 0.30 0.44 0.49
DPS 0.40 0.20 0.25 0.25 0.27 0.28

Profit & Loss (Year on Year)

Total revenue 16% 13% 6% 10% 14% 7%
Costs of sales 14% 11% 6% 10% 3% 3%
Gross profit 17% 15% 6% 10% 23% 9%
Research and development expenses 46% 16% -1% 9% 10% 4%
Sales, marketing and distribution expenses 13% 13% 9% 14% 4% 9%
General and administrative expenses 6% 13% 5% 26% 51% 13%
Amortisation and depreciation -69% 21% 1% -15% 0% 7%
EBIT 387% 17% 10% -12% 43% 9%
Financial income/expense net 81% -435% -43% -39% 3% 3%
Earnings before taxes 364% 3% 15% -11% 44% 10%
Income taxes -70% -169% -964% -27% 97% 10%
Netincome -64% -10% -10% -7% 33% 10%

Profit & Loss (% of Revenues)

Total revenue 100% 100% 100% 100% 100% 100%
Costs of sales -48% -47% -47% -47% -43% -42%
Gross profit 52% 53% 53% 53% 57% 58%
Research and development expenses -9% -9% -8% -8% -8% -8%
Sales, marketing and distribution expenses -19% -19% -20% -21% -19% -19%
General and administrative expenses -12% -12% -12% -14% -19% -20%
Amortisation and depreciation -2% -2% -2% -2% -2% -2%
EBIT 9% 9% 10% 8% 10% 10%
Financial income/expense net 0% -1% 0% 0% 0% 0%
Earnings before taxes 9% 9% 9% 8% 10% 10%
Income taxes 0% 0% -2% -1% -2% -2%
Net income 11% 9% 7% 6% 7% 8%

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 34.91 34.89 38.95 40.94 43.26
Cash and cash equivalents 15.82 14.82 12.30 9.08 8.19 9.95
Inventories 1.39 1.45 1.82 2.07 3.06 2.34
Trade receivables 17.27 16.84 18.57 25.03 26.53 27.59
Other receivables 2.29 1.80 2.20 2.76 3.15 3.37
(% sales) 5% 3% 4% 4% 5% 5%
Non-current assets 21.84 17.85 18.02 18.13 23.04 23.36
Intangible assets 19.89 15.37 15.08 14.69 19.90 19.78
(% sales) 43% 29% 27% 24% 28% 26%
Property, plantand equipment 1.15 1.12 1.25 1.36 1.50 1.53
Otherreceivables and otherassets 0.30 0.13 0.14 0.14 0.14 0.15
(% sales) 1% 0% 0% 0% 0% 0%
Deferred taxes 0.49 1.23 1.56 1.94 1.50 1.90
(% sales) 1% 2% 3% 3% 2% 2%
Total 58.61 52.76 52.91 57.08 63.98 66.62
Current liabilities 20.65 17.86 17.45 18.35 23.84 23.79
Financial liabilities 5.50 3.35 2.15 0.82 4.40 4.48
Trade payables 1.80 1.50 1.54 1.42 1.52 1.54
Other liabilities 12.47 12.93 13.61 16.09 17.51 17.58
(% sales) 27% 25% 24% 26% 25% 24%
Tax liabilities 0.89 0.07 0.15 0.02 0.41 0.19
(% sales) 2% 0% 0% 0% 1% 0%
Non-current liabilities 11.77 6.96 6.49 5.10 8.74 9.02
Financial liabilities 4.30 2.90 1.68 0.00 1.38 1.28
Other liabilities 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 4.36 4.66
(% sales) 7% 6% 7% 6% 6% 6%
Deferred taxes 1.27 0.77 0.97 1.27 3.00 3.09
Shareholder's equity 26.18 27.94 28.97 33.62 31.40 33.80
Total consolidated equity and debt 58.61 52.76 52.91 57.08 63.98 66.62

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

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

€m FY 2012 FY2013 FY2014 FY2015 FY2016E FY2017E
Net income for the year 5.1 4.6 4.2 39 52 5.7
Depreciation -1.1 -1.3 -1.3 -11 -1.1 -1.2
Change in working capital -1.7 1.2 -14 -5.0 -1.0 -0.7
Others 2.3 0.9 2.4 -0.7 -1.3 -0.5
Net Operating cash flow 4.7 5.5 3.8 6.7 7.0 7.3
Cash flow from investing -14.7 -0.5 -0.6 -0.8 -6.4 -1.0
Free cash flows -10.0 5.0 32 6.0 0.6 6.2
Cash flow from financing 114 -6.3 -5.6 -9.2 -1.5 -4.5
Change in cash 14 -1.3 -2.4 -3.2 -0.9 1.8
Cash, start of the year 14.4 15.8 14.8 123 9.1 8.2
Cash, end of the year 15.8 14.8 123 9.1 8.2 10.0

Source: company data, Dr. Kalliwoda InternatidResearch 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% 11.4% 11.6%
f:' Net margin 11.0% 8.8% 7.5% 6.3% 7.4% 7.6%
> Return on equity (ROE) 19.6% 16.6% 14.4% 11.5% 16.5% 16.8%
Return on assets (ROA) 10.1% 9.1% 8.4% 7.3% 8.8% 8.9%
Return on capital employed (ROCE) 20.2% 27.0% 36.4% 30.8% 36.3% 39.2%
Equity ratio 44.7% 52.9% 54.8% 58.9% 49.1% 50.7%
Currentratio 1.8 2.0 2.0 2.1 1.7 1.8
Quick ratio 1.6 1.8 1.8 1.9 1.5 1.6

Source: company data, Dr. Kalliwoda InternatidResearch GmbH
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Source: Company data, Dr. Kalliwoda Research GmbH
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8. Disclaimer

Essential information, disclosures and disclaimer
A. Essential information

vy Analysis

The investments in financial instruments and séesrie.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 aiggr The income from such an investment might besicerable
fluctuations. Investment strategies are not appatpat all times and past results are not a gteeaior the
future performance. Investors should make their cama 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 accoutgabegulatory authority:

Company responsible for the content of this documeR. 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.

ll. 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, Borsenzeitufigancial Times Handelsblatt and others)
specialized trade press, published statisticsygaiencies as well as publications by peer grongpenies 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: Multifdlased
models (Price/Earnings, Price/Cash-flow, Price/Baaliue, EV/Sales, EV/EBIT, EV/EBITDA), peer group
comparisons, historic valuation methods, discountitodels, sum-of-the-parts-approaches, substarioaticm
methods and swot-analyses. The valuation princiesmodels are dependent on macroeconomic fastah,
as interest rates, exchange rates, raw materidlsmibasic assumptions about the economy. Bedhiesyarket
moods and market sentiment affects the valuatioentdrprises. The approaches are based on expestétiat
could change rapidly and without advance warnirgeding on developments specific to individual mfanThe
valuation results and fair values derived fromuni@els might therefore change accordingly.
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The ratings are the evaluation results and refex 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 slohen t
expected by the analysts. The results and fairegatnay to be scale upwards or downwards.
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DR. KALLIWODA INTERNATIONAL RESEARCH GmbH uses thi®llowing rating 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

Compan

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

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

REDUCE: Based on our analysis, we expect the stock to 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:6™ of December 2016

4. Updates:

A specific update of this document has currently meen set. The research reflects the author’sejumagt 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 emning the company covered. It is in the sole decisf DR.
KALLIWODA INTERNATIONAL RESEARCH GmbH whether and en a potential update of this research is
made.

lll. Disclosures about potential conflicts of inést:

The business model of DR. KALLIWODA INTERNATIONAL RSEARCH GmbH is based on economic
relationships with issuer company and equity tratisas to be performed relating to the issuer slstdr.
Kalliwoda Research has entered into an agreemenit ale creation of this document with the compasych

is, or whose financial instruments are the issushisfresearch.

Conflicts of interest may be in existence with eoygles 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 midnt 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 mentionedh 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 ores.

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 ampledge 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 th 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 profilenal SWOT from
the company, which is the subject of this researclefore 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 informatiat possibly could constitute a conflict of nest for the
institution DR. KALLIWODA INTERNATIONAL RESEARCH GrbH keeps insider registers appropriate to
sec. 15 WpHG for assignees that normally have ambrto inside information. Insiders” dealings appiate to
sec. 14 WpHG categorically are prohibited.

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

C. Disclaimer:

This document is published and being distributedO#y. KALLIWODA INTERNATIONAL RESEARCH

GmbH solely for informational purposes and for fe@sonal 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. Thisearch is
intended to provide information to assist investiarsnaking their own investment decisions. Any d&ni to

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

offering documents from the emitter relating totssecurities and not on the contents hereof. Furibiee, 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 ardividual 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 ompart, thereof may be distributed in any other gidgon
where its distribution might be restricted by lamd person into whose published this document cainesld
inform and observe themselves about any suchcgstrs.

vy Analysis

The information within this document has been of#di 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 tekeompilation this document, it cannot be exchlidleat

the information given is not complete or the docotrmntains mistakes.

Compan

The liability of DR. KALLIWODA INTERNATIONAL RESEARCH GmbH shall be restricted to gross
negligence and wilful misconduct. All aspects pehre 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 Hermed by DR. KALLIWODA INTERNATIONAL
RESEARCH GmbH and do not constitute reasons fdniliig, neither with regard to indirect nor to diteor
consequential losses.

Moreover, DR. KALLIWODA INTERNATIONAL RESEARCH GmbHloes 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 respahsitof DR. KALLIWODA INTERNATIONAL RESEARCH
GmbH is limited to typical, predictable damages thaliability for any direct or indirect lossesazcluded.

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

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

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

the Financial Services Act 1986 (Investment Adsertients) (Exemptions) Order 1996 (as amended). This
research may not be distributed and forwarded threw indirectly to any other group of individual$he
distribution of this document in other internatibp&risdictions 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 takn 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 egj@nd accepts to be bound by all of the foregpiogisions
and this disclaimer. Besides, the user accepttordistribute this document to unauthorized persdhs user of
this document compensated DR. KALLIWODA INTERNATI@GN RESEARCH GmbH for any disadvantages,
damages, claims and losses resulting from or aticgl with the unauthorized use of this document.

© 2016 DR. KALLIWODA INTERNATIONAL RESEARCH GmbH, ®instralRe 24, D-64839 Minster, office
Frankfurt: ArndtstraRe 47, D-60325 Frankfurt am Maill rights reserved.
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