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International leader in the supply of Ceramic Machinery Market Price (€) 10.0
SITI B&T is a leading Italian based supplier of machinery and Market Cap. (€m) 125
systems used in the manufacturing of ceramic products,
serving customers all around the globe. KEY FINANCIALS (€m) ~ 2016A  2017E  2018E
The company was listed on AIM Italia back as of March 2016. NET REVENUES 188 203 214
EBITDA 18.8 174 19.2
Ceramic machinery market maintains a positive stance EBIT 143 11.9 13.6
The ceramic machinery sector is experiencing a steady growth pace as NET PROFIT 9.2 6.2 7.4
confirmed by 1H1y figures (+17.5% YoY according to Acimac figures). EQUITY 75.6 82.8 91.3
Market growth is supported by several drivers, among which we highlight: NET FIN. POS. 306 320 238
¢ On the domestic side, the fiscal stimulus deriving from “Industria 4.0” EPS ADJ. (€) 0.63 0.52 0.59
plan that allows amortization level of 140% or 250% for technology DPS (€) 0.00 0.00 0.0
related investments; Source: SITI B&T (historical figures),

¢ On the foreign side, a positive underlying evolution of ceramic industry VT A S S

driven by macroeconomic growth, market share gain vs. alternative
RATIOS & MULTIPLES 2016A 2017E  2018E

flooring solutions, strengthened by the intrinsic value linked to “made

. 5 EBITDA MARGIN (%) 10.0 8.6 9.0
in Italy” products.
EBIT MARGIN (%) 7.6 5.9 6.3
SITI B&T: growth fuelled by commercial aggressiveness NET DEBT / EBITDA (x) 1.7 1.8 1.2
SITI B&T’s 1H figures confirm the usual business seasonality, with most of MET RIS 7 ECUN ) = £ 2
EBITDA to be generated in the second part of the year (1H17 EBITDA +36% EVIEBIIAY) sy 9.7 8.3
YoY but numbers in absolute terms are not meaningful) and Working EV/EBIT (X). 9.8 141 11.8
Capital and Net Debt (€48.4m as of 1H17) at all-year maximum due to P/E ADJ. () 11.9 19.4 16.8
several machineries under constructions. The most meaningful figures DIV YIELD (%) 0.0 0.0 0.0
remain, in our view, Net Revenues (+22.5% YoY at €91m) and 2017 Orders Source: SITI B&T (historical figures),
Portfolio (€76.6m, +5.2% YoY). Value Track (2017E-18E estimates)

As far as 2017E-18E estimates are concerned, we are revising slightly

upwards top-line figures and downwards operating margins, both as a STOCK DATA

result of a tougher commercial attitude. Net Debt Position as well is to be FAIR VALUE (€) 10.7
seen higher than before given the impact on inventories of new foreign MARKET PRICE (€) 10.0
warehouses and of a higher amount of machineries under construction to SHS. OUT. (m) 12.5
satisfy market demand. MARKET GAP. (€m) 195.0
. . FREE FLOAT (%) 25.4
Fair value at €10.70 per share (down from previous €11.0)
AVG. -20D VOL. (#) 4,500
We have updated .our SITI B&T Vah-latlon taking into aCCOllI.lt on one. side e — T L ET
the upward re-rating of sector multiples and on the other side the higher
52 WK RANGE 5.95-12.50

expected company’s Net Debt position. Overall, we get to a €10.70 fair value
Source: Stock Market Data

(down from the previous €11.0).
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Business Description

SITI B&T is a leading Italian based supplier of machinery and systems used
in the manufacturing of ceramic products, serving customers all around the
globe. As a matter of fact, SITI B&T can be seen as an engineering services
and system integration firm whose business model is characterized by: a)
coverage of each and every phase of the ceramic manufacturing process; b)
flexible production capacity and cost structure; c) disciplined commercial
approach.

Key Financials

€mn 2016A 2017E 2018E 2019E
Net Revenues 187.6 203.0 214.2 226.1
Chg. % YoY 9.4% 8.2% 5.5% 5.6%
EBITDA 18.8 17.4 19.2 21.8
EBITDA Margin (% of Net Revenues) 10.0% 8.6% 9.0% 9.7%
EBIT 14.3 11.9 13.6 16.1
EBIT Margin (% of Net Revenues) 7.6% 5.9% 6.3% 7.1%
Net Profit 9.2 6.2 7.4 8.6
Chg. % YoY n.m. -32.7% 19.6% 16.1%
Adjusted Net Profit 7.9 6.5 7.4 8.6
Chg. % YoY n.m. -18.1% 15.3% 16.1%
Net Fin. Position -32.6 -32.0 -23.8 -14.2
Net Fin. Pos. / EBITDA (x) 1.7 1.8 1.2 0.7
Capex -6.2 -5.0 -5.0 -5.0
OpFCF b.t. -7.7 5.2 13.3 15.8
OpFCF b.t. as % of EBITDA -41% 30% 69% 2%

Source: SITI B&T (historical figures), Value Track (estimates)

Investment case
Strengths / Opportunities

¢ Proprietary know-how and consolidated technological leadership allowing a
one-stop shop presence towards clients;

¢ Consolidated long-term relationship with strategic suppliers and clients;

¢ Strong competitive positioning in foreign markets (especially European ones
where the competition is based on quality and service).

Weaknesses / Risks
¢ High incidence of working capital;

¢ Price competition could put operating margins under pressure.

WA VALUETRACK

Shareholders Structure

746%

MBarbierie Tarozz Holding 1 Free foat

Source: SITI B&T

Sales breakdown by products

= Tiles and Sanitaryware machineries ®Customer Care

Source: SITI B&T

Sales breakdown by geography

A

®ltaly *Other EMEA ®Asia *North and South America

58.7%

Source: SITI B&T

Stock multiples @ €10.7 Fair Value

2017E 2018E

EV / SALES (x) 0.9 0.8
EV / EBITDA (x) 10.1 8.7
EV /EBIT (x) 14.4 12.2
EV / CAP.EMP. (x) 1.4 1.4
OpFCF Yield (%) 4.2 8.0
P/E () 20.7 18.0
P/BV (x) 1.7 1.6
Div. Yield. (%) 0.0 0.0

Source: Value Track
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Positive market stance continues

Ceramic machinery market steadily growing in the mid single digit range

Italian ceramic machinery market, that accounts for 50% of worldwide revenues remains positively
behaving. Over the last year, Italian market has registered €2.028bn (+2.3% YoY), the highest value
ever, driven by excellent performance both in the domestic market (+4.5%) and in the export market
(+1.5%).

2017 as well is seen as a positive year. 1H17 figures, published by Acimac research Department, points
at a +17.5% YoY growth, driven by record performance in the domestic market (+60% YoY). Many
companies have an almost full order book for 2017 and are planning deliveries for early 2018.

Last but not least, as far as 2017-20 worldwide ceramic machinery market estimates are concerned,
according to Daedal Research, growth should remain in the mid-single digit range over the period
2017-2020.

Global Ceramic Machinery Market Forecasts 2017E-2020E

Year Market value (€ bn) YoY Change (%)
2016 4.0

2017 4.2 5.9%
2018 4.5 5.6%
2019 4.7 5.3%
2020 4.9 41%
CAGR 7.5 5.0%

Source: Daedal Research

Fiscal and macroeconomic factors support market growth
Market growth is supported by several drivers, among which we highlight:

¢ On the domestic side, the fiscal stimulus deriving from “Industria 4.0” plan that allows
amortization level of 140% or 250% for technology related investments (extended until June
2018);

¢ On the foreign side, a positive underlying evolution of ceramic industry driven by macroeconomic
growth, market share gain vs. alternative flooring solutions, strengthened by the intrinsic value
linked to “made in Italy” products.

An example of the increasing appeal of ceramic products, we underline how Mohawk, the leading
global flooring manufacturer, is entering the ceramic market by acquiring companies all over the
world and investing in their revamped output capacity.

Just to give a couple of figures, concerning the Italian ceramic tile market, Prometeia forecasts expect
that growth will continue in 2017-2018, albeit slower than in 2016 (when Italian production recovered
the pre-crisis levels reaching 416 million square metres +5.4% YoY). In details:

¢ Domestic sales are expected to increase by an additional 2.2% this year and a further 2% in
2018, largely driven by the renovation segment and by the favorable mortgage trend that is
fueling housing demand and consequently building activity;

¢ Exports are estimated to grow by 3.3% this year and by 3.8% in 2018, with improvements
expected in what were the weakest areas in 2016 (Western Europe, Latin America, North
Africa/Middle East and Far East).
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Rule of the game: New products , new markets

SITI B&T is committing increasing resources and effort in order to main tain a sound competitive
positioning . This means always developing new products and exploiting new markets. In our view,
some of the hottest trends are as follows.

Development of ¢ omplete lines aimed at large size slabs production

Back in 2016 SITI B&T has launched on the market SUPERA" , its new revolutionary complete line
for the production of large -format ceramic slabs providing high versatility in terms of sizes, decorative
potential, innovative end -of-line processing, and optimised warehouse and logisics.

Competitors as well have launched similar products. For instance, Sacmihas started commercializing
Continua+ line, which has the same large size slab focus

At the same time the other big Italian competitor, System, through the subsidiary Laminam is focusing
on larger and thinner tile s machineries.

Robo tization and automatic monitoring of production processes

SITI B&T is now focusing on proactive and performance-based supervision monitoring systems such
as UNICO, which is capable of dialoguing and interacting with the supervisors of all the individual
machines making up the production line even managing complex production at various production
sites all over the world.

Sacmi as well has extended its product range in this field by launching new sensor-based software
monitoring in real time all parameters to avoid possible injuries thus optimizing performances of
machineries.

At the same time Sacmi has signed an agreementwith Toyota Handling Italia, in order to launch a new
automated approach for the storage and handling system as an integrated part of Continua+ line.

Exploitation of new foreign  markets such as the Iranian one

Iran is one of the worldOs most important ceramic tilemarkets, which is expected to see apid recovery
in the next years after a long period of inactivity due to the well -known embargo.

A proof of how promising is this market comes from the recent signature of an agreement between
SITI B&T and one of the biggest Iranian player, Rock Sanat.

According to such an agreement, thatwe estimate to be worth several euro millions, SITI B&T will
supply the first complete Supera” line also including the entire raw materials preparation plant, a 5-
layer single-channel dryer and acompletely digitalised glazing line, designed byProjecta Engineering.

In view of the countryOs strong propensity to invest in Italian technology, SITI B&T is planning to open
a local branch within 2018 thus joining its competitor System that has recently inaugurated the new
headquarter of the System Iran branch.

NOT FOR DISTRIBUTION IN OR INTO THE UNITED STATES, CANADA, JAPAN OR AUSTRALIA 4
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1H 17 industrial and financial performance

Despite a lower exposure on the booming domestic market, SITI B&T is growing more than its
competitors in terms of revenues and volumes (both delivered and under commission).

Key messages of 1H17 figures

We remind that the typical seasonality of the business implies that Group’s Revenues and EBITDA are
much lower in the first semester than in the second one.

Indeed, most of annual orders are executed (and invoiced) in the second half of the year,
this being probably the result of the fact that ceramic manufacturers have their production peaks in Q1
and Q2 of the solar year and do not wish to have their production plants modified in that time frame;
rather, they place orders to SITI B&T with fulfillment in the second part of the year.

That said, we highlight the following key points on 1H results:

¢ Net Revenues in 1H17 accounted for ! 91m (+22.5% YoY), and Order Portfolio as of the end
of June stood at ! 76.6m (+5.2% YoY), driven by market demand increase and by domestic fiscal
stimulus;

¢ Interim operating margins as expected are not useful in predicting full year profitability;

¢ Net Debt as usual is at its annual peak as of the end of June, driven by Working Capital
typical seasonality.

SITI B&T: 1H16 and 1H17 Income Statement

€mn 1H16 1H17 Change YoY
Net Group Revenues 74.3 91.0 22.5%
Other 2.9 5.6
Total Operating Revenue s 77.2 96.6 25.2%
COGS -59.4 -76.5
Labour Costs -15.3 -16.7
EBITDA bef. exceptionals 25 3.4 37.7%
Depreciation & Amortization -2.1 -2.3
EBIT bef. exceptionals 0.4 1.0 n.m.
Net Financial Charge -0.9 -1.2
Non-Recurring ltems 0.0 -0.3
Taxes -0.7 -0.7
Minorities 0.3 -0.6
Net Profit -0.7 -1.8 n.m.

Source: SITI B&T, Value Track analysis

1. Top line growth above targets

In the first half of 2017 SITI B&T marked a healthy growth rate increase in Net Revenues (+22.5%
YoY) reaching ! 91m level. Encouraging growth has been achieved especially in EMEA (+39% YoY),
while in Italy Revenues grew by 45% YoY. On the other side, Revenues remain stable in Asia with
respect to the previous year, while a decline of 23.7% was reported on the American market.

In terms of Revenues breakdown by products, we note that:

¢ Digital printing business run by Projecta Engineering rebounded from the gloomy 2016
performance, and marked a +50% YoY revenues figures;
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! Machines for tiles cut produced by Ancora Sparecorded a +25% YoY top line growth;

I Subsidiaries in Brazil, Taiwan, Singapore and Dubai have not registered satisfactory order
requestsover the first half of the year.

Volumes growth appears to be generalized in all product line. In particular, we highlight the increase
in ceramic systems driven by technological innovations applied to thermal machines, as well as B&T
White brand products dedicated to sanitary facilities.

Last but not least, Customer service continues to play an important role, with revenues increasing by
22.5% YoY resulting from the investment strategy implemented last year to expand its network
abroad, through increasing the stock of spare parts within some local warehouses and building a
centralized storehouse dedicatedto the OaftermarketO segment to improve deliveries efficiency and
promote original spare parts use.

SITI B&T: 1H16 and 1H17 Revenues breakdown by business line

€mn 1H 16 1H 17 Change YoY
Tiles & Sanitaryware 53.0 65.0 22.6%
Customer Care 21.3 26.0 22.5%
Group Net Revenues 74.3 91.0 22.5%

Source: SITI B&T, Value Track analysis

An additional component that must be considered to understand top-line evolution is the amount of
chargeableorders still to be invoiced by the end of the year.

Overall, such chargeable Orders Portfolio increased by +5.2% YoY from ! 72.8mn to about ! 76.6mn,
thus meaning that as of the end of June a total of ! 167.6 Net Revenues 201E have been already
secured.

2017 is the fourth year in a row of continuous growth in terms of 1H Revenues plus Orders Portfolio
figures.

SITI B&T: Revenues + Char geable Orders in 1H14, 1H15, 1H16 and 1H17

200
167.6
olo
1471 ®°
150
N 76.6
E 72.8
100
50
91.0
74.3
0
1H2014 1H2015 1H2016 1H2017
B Revenues Chargeable Orders
Source: SITI B&T, Value Track analysis
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It can be noticed how the sum of 1H revenues and chargeable orders collected in the first half of the
year have historically accounted for around 75% of total full-year revenues. We expect this statistic to
be reflected in the foreseeable future.

SITI B&T: Revenues + Chargeable Orders in 1H14, 1H15, and 1H16 as a % of FY results
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®Revenues Chargeable Orders

Source: SITI B&T, Value Track analysis

Interim operating margins not useful to predict full year profitability

Considering the cyclicality of the underlying business, operating profits achieved in 1H are typically
not meaningful in predicting SITI B&T’s full-year performance.

Indeed, considering latest three financial years, only ca. 39% of full-year Revenues have been
generated in the first half, while operating costs are more evenly distributed between the two
semesters. As a result, almost all the company’s EBITDA is usually generated in the second
part of the year while first half figure is basically meaningless.

That said, we note that in 1H17:
I COGS grew more than Revenues thus increasing their incidence;

I Personnel costs recorded a slight increase, mainly due to employee’s number growth (566 as of
1H17 vs. 545 as of the end of December 2016);

I D&A costs remained quite stable, even if a moderate increase is to be expected in 2H, mainly
attributable to the Chinese plant located in Gaomin;

I Some ! 300k start-up costs related to new branches opened in the first semester in Dubai (SITI
B&T Middle East) and Singapore are to be considered as non-recurring, so have been reported
below EBIT.

NOT FOR DISTRIBUTION IN OR INTO THE UNITED STATES, CANADA, JAPAN OR AUSTRALIA 7
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Net Debt as usual is at its annual peak as of the end of June

As of the end of June SITI B&T usually achieves the highest Invested Capital absorption (and thus the
highest Net Debt position) driven by:

¢ Cash in from clients being concentrated in 2H;

¢ Work-in-progress being at its peak as most of active orders need to be executed yet.

SITI B&T: Inflation of Working Capital and Net Fin. Pos. at the end of 1H period

€mn 1H 15 2H 15 1H 16 2H 16 1H 17
Inventories 68.1 63.5 79.9 82.7 92.6
Inventories / Sales 94.5% 58.8% 103.6% 73.1% 101.9%
Net Working Capital 62.1 57.7 76.4 77.4 91.5
NWC / Sales 86.2% 53.5% 99.0% 68.4% 100.6%
Net Financial Position -44.6 -36.5 -45.9 -32.6 -48.4

Source: SITI B&T, Value Track analysis

SITI B&T BWorking Capital / Sales and Inventories / Sales at the end of 1H and 2H periods

NWC / Sales evolution Inventories / Sales evolution

125% 125%

100% 100.6%  100% 101.9%
86.2%

75% 75%

50% 51.1% 50%

25% 25%

2H2014 1H2015 2H2015 1H2016 2H2016 1H2017 2H2014 1H2015 2H2015 1H2016 2H2016 1H2017

Source: SITI B&T, Value Track analysis

By looking at the above graphs, it is clear how working capital and inventories in terms of total sales
follow seasonal trends, with both metrics reaching their peaks at the end of June.

Indeed, Net Working Capital reached its maximum value in the first semester, increasing by

19.8% YoY and by 18.2% HoH mainly due to a strong increase in inventories, explained by:

¢ Increase of the overall range of products, some of them with long lead times, which increase the
level of “minimum stock”;

¢ Almost all orders whose deliveries are to come in the next months are already under execution.
Three Supera models which take several months are under construction, meaning some kind of
work in progress to be considered;

¢ The already mentioned market strategy to strengthen Customer Care efforts abroad by increasing
product range and availability, leading to better effectiveness in foreign local markets.

In addition, we underline a slight increase in receivables (+18.1%), mainly due to Spanish clients that

pay out only when machineries are tried and tested, or in other words when it is released the final

acceptance certificate.
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Lookin

¢ €1

¢ A gradual reduction in capital expenditure from €3.5mn in 1H16 to €1.6mn in 1H17.

g at Cash Flow Statement, in 1H17 we reckon:

3.7mn cash absorption related to Working Capital dynamics;

SITI B&T: 1H16, 2H16 & 1H17 Cash Flow Statement

€mn 1H2016
EBITDA 2.5
As a % of Net Revenues 3.3%
Op. WC requirements -21.7
Change in provisions -0.1
Capex (not incl. Acquisitions) -3.5
Cash Taxes -0.7
Operating FCF -23.5
As a % of Net Revenues -31.6%
Other (incl. Acquisitions & Cap. Inj.) 17.5
CF available to serve debt / equity investors -6.0
Net Financial Charges -0.9
Dividends to SITI B&T shareholders / Minorities 0.0
Other -2.6
Change in Net Debt positio n -9.4
Source: SITI B&T, Value Track analysis

2H2016
16.3
7%
-0.6
-0.6
-2.6
-2.6
989
24.3%
3.5
13t3
-0.6
-1.0
1.5

13t3
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1H2017
3.4
3.4%
-13.7
-0.5
-1.6
-0.7
-13.1
-14.7%
0.0
-13.1
-1.2
0.0

-1.5

-15.8



SITI B&T | Update Report | 06 October 2017 Marco Greco

WA VALUETRACK

Update in 2017-18 estimates

We are reviewing our 2017E18E P&L estimates as follows:

! Revenuesslightly revised upwards, thanks to the positive market demand stance and to a more
aggressive conmercial approach of SITI B&T that aims at boosting market share for the following
years especially with market penetration of SUPERA" , its new revolutionary complete line for
the production of large -format ceramic slabs;

! EBITDA revised downwards as an efect of the above-mentioned commercial effort that implies
selling some products with a much lower gross margin.

SITI B&T: New vs. Old P&L estimates

2017E 2018E
tmn Old New Change Old New  Change
Group Net Revenues 200.6 203.0 1.2% 211.3 214.2 1.4%
Other 9.0 8.0 8.0 7.0
Total Value of Production 209.6 211.0 0.7% 219.3 221.2 0.9%
COGS -159.7 -162.8 -166.7 -170.4
Labour Costs -30.8 -30.8 -31.6 -31.6
EBITDA 19.1 17.4 -9.2% 21.0 19.2 -8.5%
Depr. & Amort. & Provisions -4.9 -5.5 -5.1 -5.6
EBIT 14.2 11.9 -15.9% 15.9 13.6 -14.4%
Interest expenses / income -1.5 -1.9 -1.4 -1.6
Pre-Tax Profit 12.7 10.0 14.5 12.0
Taxes -3.5 -2.8 -4.1 -3.5
Minorities -1.0 -1.0 -1.2 -1.1
Net Profit 8.1 6.2 -23.7% 9.2 7.4 -18.8%

Source: Value Track analysis

As far as 2017E18E Balance Sheet and Cash Flow statements are concerned, we havaken into
account both:

I The already mentioned voluntary commercial strategy aimed at stimulating sales of original spare
parts across the world and improving local customer assistance which implies higher foreign
stocks;

I Thelarger production pipeline driving upwards works in progress figures.

As a consequenceNet Debt Position has been revisedupward to €32.0m and €23.8m respectively for
2017E and 201&.

We warn that visibility on Net Debt estimates is not 100% as the relevant amount of orders under
execution could imply some deliveries to customers being shipped in December and the cash in to be
finali zed in January 2017.

Mergers and acquisition activities are not currently included in our estimates .

NOT FOR DISTRIBUTION IN OR INTO THE UNITED STATES, CANADA, JAPAN OR AUSTRALIA 10
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SITI B&T: New vs. Old Balance Sheet estimates

2017E 2018E
fmn old New Change old New Change
Fixed Assets 36.5 36.0 36.4 35.4
Net Working Capital 74.2 84.6 76.9 85.5
Long-Term non-Financial Liabilities 5.8 5.8 5.8 5.8
Capital Employed 104.9 114.8 9.4% 107.5 1151 71%
Net Equity 84.7 82.8 -2.2% 95.1 91.3 -4.0%
Net Financial Position -20.2 -32.0 58.4% -12.4 -23.8 91.9%
Source: Value Track arelysis
SITI B&T: New vs. Old Cash Flow estimates

2017E 2018E
fmn oid New Change oid New Change
EBITDA 19.1 17.4 -8.9% 21.0 19.2 -8.6%
Op. WC Requirements 3.3 -7.1 -2.7 -0.9
Capex -5.0 -5.0 -5.0 -5.0
Cash Taxes -3.5 -2.8 -4.1 -3.4
Net Financial Charges -1.5 -1.9 -1.4 -1.6
Other (incl. IPO proceeds, other, etc.) 0.0 0.0 0.0 -0.0
Change in Net Fin. Position 12.4 0.6 n.m. 7.8 8.2 6.4%
Source: Value Track analysis
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Investment case

In our view the best valuation methodology that can be applied to SITI B&T shares consists in Peer
analysis as Discounted Cash Flow Model would be severely impacted by SITI B&T short term
strategy which aims at speeding up its growth profile thus penalizing its cash flow generation results.

Machinery Sector B Recent Peers performances

Selected @mparables, as always refer tothe industrial machinery sector , are split in two categories:
I ltalian players :IMA, Biesse, Interpump, Prima Industrie :

I International players : Alfa Laval, Sandvik, Krones

Such companies have, onaverage, released healthy 1H17igures spreading a positive feeling for the
remaining part of the year.

Within this positive scenario, Italian stocks performed better than European peers

Machinery Sector companies: stock price performances year-to-date

300

250
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50
gen-17 mar-17 mag-17 lug-17 set-17

IMA Prima Industrie Interpump Biesse —Krones Alfa Laval Sandvik =——=SITI B&T

Source: Various, Value Track analysis

As a mnsequerce, the sector has undergone a further upward rerating of multiples in the
latest months.

As far asOfairO multiples  for SITI B&T evaluation are concerned, we
I Identify EV/EBIT and P/E (based on Adjusted Net Profit estimates) as the most suitableones;

| Take into account a 20 % discount to OrawCaverage sector multiples in order to adjust for the
various playersO profitability ratios, expected growth ratesand stock liquidity ;

I Apply such Ofair multiplesO taSITI B&T consolidated financial figures net of the 48% of
Projecta minorities . Indeed, SITI B&T consolidates on a line-by-line basis Projecta i.e. its
subsidiary active in the Digital Decoration business, while controlling only the 52% of share
capital.
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Machinery Sector: Stock trading multiples

COMPANY

IMA

BIESSE
INTERPUMP
PRIMA INDUSTRIE
ALFA LAVAL
SANDVIK
KRONES

Average

Median

EV/I.C. (x) EV / EBIT (x) P/E (x)
Listing
2017E 2018E 2017E 2018E 2017E 2018E

Italy n.m. n.m. 19.0 16.3 32.2 27.8
Italy 5.7 5.1 17.7 14.6 29.2 23.1
Italy 29 2.8 15.8 14.3 22.7 21.0
Italy 2.2 2.1 18.0 13.1 25.6 17.9
Sweden 3.1 3.1 19.6 17.1 23.4 22.2
Sweden 3.0 2.9 14.7 13.1 22.3 20.4
Germany 3.4 3.2 14.0 12.5 21.3 19.6
3.4 3.2 17.0 14.4 25.2 21.7

3.1 3.0 17.7 14.3 23.4 21.0

Source: Consensus estimates, Value Track analysis

Based on the abovementioned average sector multiples, we derive a fair valu e of SITI B&T at
1 10.7 per share (down from the previous ! 11.0), corresponding to ca.! 133.5mn fair valuation for
the 100% of equity. Worthy of notice, EV/IC would have implied much higher fair values.

SITI B&T: Fair Value analysis

M Fair multiple Disc. vs. Sector Implied Eq. Value Implied Eq. Value per
2017E average multiples (€mn) share (€)

EV/EBIT 13.6x 20% 136 10.9

P/E 20.3x 20% 131 10.5

Average 133.5 10.7

Source: Value Track analysis

Last but not least, we underline how SITI B&TOs discount vs. Peers on P/EL17E has reduceslith
respect to our previous Update Report published as of May 2017 and now stands at ca.24%, slightly
higher than the 20% that we currently consider fair.

Italian Machinery companies: P/E17E evolution in the latest months

30x

25x

Ca. 24%

discount
20x

PE'17E

15x

10x

5x
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr Mag Giu Lug Ago Set
IT Peers Average IT Peers Median —SITI B&T

Source: Various, Value Trackanalysis
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Appendix: 2015A-19E financial figures

SITI B&T: Income Statement

€mn 2015 2016 2017E 2018E 2019E
Group Net Revenues 171.5 187.6 203.0 214.2 226.1
Other 111 21.2 8.0 7.0 7.0
Total Value of Production 182.6 208.8 211.0 221.2 233.1
COGS & SG&A -136.4 -159.9 -162.8 -170.4 -178.8
Labour Costs -28.9 -30.1 -30.8 -31.6 -32.5
EBITDA 17.3 18.8 17.4 19.2 21.8
Depr. & Amort. & Provisions -4.2 -4.5 -5.5 -5.6 -5.8
EBIT 13.1 14.3 11.9 13.6 16.1
Interest expenses / income -1.9 -1.4 -1.9 -1.6 -1.6
Pre-Tax Profit 11.2 12.8 10.0 12.0 14.5
Taxes -4.2 -3.2 -2.8 -3.4 -4.6
Minorities -1.3 -0.4 -1.0 -1.1 -1.2
Net Profit 5.7 9.2 6.2 7.4 8.6
Adj. Net Profit n.a. 7.9 6.5 7.4 8.6

Source: SITI B&T, Value Track analysis

SITI B&T: Statement of Financial Position

€mn 2015 2016 2017E 2018E 2019E
Fixed Assets 33.0 36.5 36.0 35.4 34.6
Net Working Capital 57.7 77.4 84.6 85.5 86.5
Long-Term non-Financial Liabilities 3.8 5.8 5.8 5.8 5.8
Capital Employed 86.9 108.1 114.8 115.1 115.4
Net Equity 50.4 75.6 82.8 91.3 101.1
Net Financial Debt 36.5 32.6 32.0 23.8 14.2

Source: SITI B&T, Value Track analysis

SITI B&T: Cash Flow Statement

€mn 2015 2016 2017E 2018E 2019E
EBITDA 17.3 18.8 17.4 19.2 21.8
Op. WC Requirements 0.8 -20.1 =71 -0.9 -1.0
Capex -8.7 -6.2 -5.0 -5.0 -5.0
Cash Taxes -4.2 -3.2 -2.8 -3.4 -4.6
Net Financial Charges -1.9 -1.4 -1.9 -1.6 -1.6
Other (incl. Net IPO Proceeds) -1.0 16.2 0.0 0.0 0.0
Change in Net Fin. Position 2.1 3.9 0.6 8.2 9.6

Source: SITI B&T, Value Track analysis
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DISCLAIMER

THIS DOCUMENT IS PREPARED BY VALUE TRACK S.R.L. THIS DOCUMENT IS BEING FURNISHED TO YOU SOLELY FOR YOUR
INFORMATION ON A CONFIDENTIAL BASIS AND MAY NOT BE REPRODUCED, REDISTRIBUTED OR PASSED ON, IN WHOLE OR IN PART,
TO ANY OTHER PERSON. IN PARTICULAR, NEITHER THIS DOCUMENT NOR ANY COPY THEREOF MAY BE TAKEN OR TRANSMITTED OR
DISTRIBUTED, DIRECTLY OR INDIRECTLY, INTO CANADA OR JAPAN OR AUSTRALIA TO ANY RESIDENT THEREOF OR INTO THE
UNITED STATES, ITS TERRITORIES OR POSSESSIONS. THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE
RESTRICTED BY LAW AND PERSONS INTO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT,
AND OBSERVE, ANY SUCH RESTRICTION. ANY FAILURE TO COMPLY WITH THESE RESTRICTIONS MAY CONSTITUTE A VIOLATION OF
THE LAWS OF ANY SUCH OTHER JURISDICTION. THIS DOCUMENT DOES NOT CONSTITUTE OR FORM PART OF, AND SHOULD NOT BE
CONSTRUED AS, AN OFFER, INVITATION OR INDUCEMENT TO SUBSCRIBE FOR OR PURCHASE ANY SECURITIES, AND NEITHER THIS
DOCUMENT NOR ANYTHING CONTAINED HEREIN SHALL FORM THE BASIS OF OR BE RELIED ON IN CONNECTION WITH OR ACT AS
AN INVITATION OR INDUCEMENT TO ENTER INTO ANY CONTRACT OR COMMITMENT WHATSOEVER. THIS DOCUMENT HAS NOT
BEEN PUBLISHED GENERALLY AND HAS ONLY BEEN MADE AVAILABLE TO INSTITUTIONAL INVESTORS. IN MAKING AN INVESTMENT
DECISION, POTENTIAL INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE COMPANY AND ITS GROUP INCLUDING THE
MERITS AND RISKS INVOLVED. THIS DOCUMENT IS FOR DISTRIBUTION IN OR FROM THE UNITED KINGDOM ONLY TO PERSONS
WHO: (I) HAVE PROFESSIONAL EXPERIENCE IN MATTERS RELATING TO INVESTMENTS FALLING WITHIN ARTICLE 19(5) OF THE
FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005 (AS AMENDED, THE “FINANCIAL
PROMOTION ORDER”), (II) ARE PERSONS FALLING WITHIN ARTICLE 49(2)(A) TO (D) (“HIGH NET WORTH COMPANIES,
UNINCORPORATED ASSOCIATIONS ETC.”) OF THE FINANCIAL PROMOTION ORDER, (III) ARE OUTSIDE THE UNITED KINGDOM, OR
(IV) ARE PERSONS TO WHOM AN INVITATION OR INDUCEMENT TO ENGAGE IN INVESTMENT ACTIVITY (WITHIN THE MEANING OF
SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000) IN CONNECTION WITH THE ISSUE OR SALE OF ANY SECURITIES
MAY OTHERWISE LAWFULLY BE COMMUNICATED OR CAUSED TO BE COMMUNICATED (ALL SUCH PERSONS TOGETHER BEING
REFERRED TO AS “RELEVANT PERSONS”). THIS DOCUMENT IS DIRECTED ONLY AT RELEVANT PERSONS AND MUST NOT BE ACTED
ON OR RELIED ON BY PERSONS WHO ARE NOT RELEVANT PERSONS. ANY INVESTMENT OR INVESTMENT ACTIVITY TO WHICH THIS
DOCUMENT RELATES IS AVAILABLE ONLY TO RELEVANT PERSONS AND WILL BE ENGAGED IN ONLY WITH RELEVANT PERSONS. IN
ITALY THIS DOCUMENT IS BEING DISTRIBUTED ONLY TO, AND IS DIRECTED AT QUALIFIED INVESTORS WITHIN THE MEANING OF
ARTICLE 100 OF LEGISLATIVE DECREE NO. 58 OF 24 FEBRUARY 1998, AS AMENDED, AND ARTICLE 34-TER, PARAGRAPH 1, LETTER B),
OF CONSOB REGULATION ON ISSUERS NO. 11971 OF MAY 14, 1999, AS SUBSEQUENTLY AMENDED (THE “ISSUERS’ REGULATION")
PROVIDED THAT SUCH QUALIFIED INVESTORS WILL ACT IN THEIR CAPACITY AND NOT AS DEPOSITARIES OR NOMINEES FOR OTHER
SHAREHOLDERS, SUCH AS PERSONS AUTHORISED AND REGULATED TO OPERATE IN FINANCIAL MARKETS, BOTH ITALIAN AND
FOREIGN, LE.: A) BANKS; B) INVESTMENT FIRMS; C) OTHER AUTHORISED AND REGULATED FINANCIAL INSTITUTIONS; D)
INSURANCE COMPANIES; E) COLLECTIVE INVESTMENT UNDERTAKINGS AND MANAGEMENT COMPANIES FOR SUCH
UNDERTAKINGS; F) PENSION FUNDS AND MANAGEMENT COMPANIES FOR SUCH FUNDS; G) DEALERS ACTING ON THEIR OWN
ACCOUNT ON COMMODITIES AND COMMODITY-BASED DERIVATIVES; H) PERSONS DEALING EXCLUSIVELY ON THEIR OWN ACCOUNT
ON FINANCIAL INSTRUMENTS MARKETS WITH INDIRECT MEMBERSHIP OF CLEARING AND SETTLEMENT SERVICES AND THE LOCAL
COMPENSATORY AND GUARANTEE SYSTEM; I) OTHER INSTITUTIONAL INVESTORS; L) STOCKBROKERS; (2) LARGE COMPANIES
WHICH AT INDIVIDUAL COMPANY LEVEL MEET AT LEAST TWO OF THE FOLLOWING REQUIREMENTS: — BALANCE SHEET TOTAL:
20,000,000 EURO, — NET REVENUES: 40,000,000 EURO, — OWN FUNDS: 2,000,000 EURO; (3) INSTITUTIONAL INVESTORS WHOSE
MAIN ACTIVITY IS INVESTMENT IN FINANCIAL INSTRUMENTS, INCLUDING COMPANIES DEDICATED TO THE SECURITISATION OF
ASSETS AND OTHER FINANCIAL TRANSACTIONS (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS “RELEVANT PERSONS”).
ANY PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS CONTENTS. THIS
DOCUMENT IS NOT ADDRESSED TO ANY MEMBER OF THE GENERAL PUBLIC IN ITALY. UNDER NO CIRCUMSTANCES SHOULD THIS
DOCUMENT CIRCULATE AMONG, OR BE DISTRIBUTED IN ITALY TO (I) A MEMBER OF THE GENERAL PUBLIC, (II) INDIVIDUALS OR
ENTITIES FALLING OUTSIDE THE DEFINITION OF “QUALIFIED INVESTORS” AS SPECIFIED ABOVE OR (III) DISTRIBUTION CHANNELS
THROUGH WHICH INFORMATION IS OR IS LIKELY TO BECOME AVAILABLE TO A LARGE NUMBER OF PERSONS. THIS DOCUMENT IS
BEING DISTRIBUTED TO AND IS DIRECTED ONLY AT PERSONS IN MEMBER STATES OF THE EUROPEAN ECONOMIC AREA (“EEA”)
WHO ARE “QUALIFIED INVESTORS” WITHIN THE MEANING OF ARTICLE 2(1)(E) OF THE PROSPECTUS DIRECTIVE (DIRECTIVE
2003/71/EC), (“QUALIFIED INVESTORS”). ANY PERSON IN THE EEA WHO RECEIVES THIS DOCUMENT WILL BE DEEMED TO HAVE
REPRESENTED AND AGREED THAT IT IS A QUALIFIED INVESTOR. ANY SUCH RECIPIENT WILL ALSO BE DEEMED TO HAVE
REPRESENTED AND AGREED THAT IT HAS NOT RECEIVED THIS DOCUMENT ON BEHALF OF PERSONS IN THE EEA OTHER THAN
QUALIFIED INVESTORS OR PERSONS IN THE UK, ITALY AND OTHER MEMBER STATES (WHERE EQUIVALENT LEGISLATION EXISTS)
FOR WHOM THE INVESTOR HAS AUTHORITY TO MAKE DECISIONS ON A WHOLLY DISCRETIONARY BASIS. THE COMPANY, VALUE
TRACK S.R.L. AND THEIR AFFILIATES, AND OTHERS WILL RELY UPON THE TRUTH AND ACCURACY OF THE FOREGOING
REPRESENTATIONS AND AGREEMENTS. ANY PERSON IN THE EEA WHO IS NOT A QUALIFIED INVESTOR SHOULD NOT ACT OR RELY
ON THIS DOCUMENT OR ANY OF ITS CONTENTS. THE EXPRESSION “PROSPECTUS DIRECTIVE” MEANS DIRECTIVE 2003/71/EC (AND
AMENDMENTS THERETO, INCLUDING THE 2010 PD AMENDING DIRECTIVE, TO THE EXTENT IMPLEMENTED IN THE RELEVANT
MEMBER STATE), AND INCLUDES ANY RELEVANT IMPLEMENTING MEASURE IN THE RELEVANT MEMBER STATE AND THE
EXPRESSION “2010 PD AMENDING DIRECTIVE” MEANS DIRECTIVE 2010/73/EU. SITI B&T (THE “COMPANY”) IS A RESEARCH
CLIENT OF VALUE TRACK S.R.L. HOWEVER ANY FORECASTS, OPINIONS AND EXPECTATIONS CONTAINED HEREIN ARE ENTIRELY
THOSE OF VALUE TRACK S.R.L. AND ARE GIVEN AS PART OF ITS NORMAL RESEARCH ACTIVITY AND SHOULD NOT BE RELIED UPON
AS HAVING BEEN AUTHORISED OR APPROVED BY ANY OTHER PERSON. VALUE TRACK S.R.L. HAS NO AUTHORITY WHATSOEVER TO
MAKE ANY REPRESENTATION OR WARRANTY ON BEHALF OF THE COMPANY, ITS SHAREHOLDERS, ANY OF ITS ADVISORS, OR ANY
OTHER PERSON IN CONNECTION THEREWITH. WHILE ALL REASONABLE CARE HAS BEEN TAKEN TO ENSURE THAT THE FACTS
STATED HEREIN ARE ACCURATE AND THAT THE FORECASTS, OPINIONS AND EXPECTATIONS CONTAINED HEREIN ARE FAIR AND
REASONABLE, VALUE TRACK S.R.L. HAS NOT VERIFIED THE CONTENTS HEREOF AND ACCORDINGLY NONE OF VALUE TRACK S.R.L.,
THE COMPANY, ITS SHAREHOLDERS, ANY ADVISORS TO THE COMPANY OR ITS SHAREHOLDERS OR ANY OTHER PERSON IN
CONNECTION THEREWITH NOR ANY OF THEIR RESPECTIVE DIRECTORS, OFFICERS OR EMPLOYEES, SHALL BE IN ANY WAY
RESPONSIBLE FOR THE CONTENTS HEREOF AND NO RELIANCE SHOULD BE PLACED ON THE ACCURACY, FAIRNESS, OR
COMPLETENESS OF THE INFORMATION CONTAINED IN THIS DOCUMENT. NO PERSON ACCEPTS ANY LIABILITY WHATSOEVER FOR
ANY LOSS HOWSOEVER ARISING FROM THE USE OF THIS DOCUMENT OR OF ITS CONTENTS OR OTHERWISE ARISING IN
CONNECTION THEREWITH. TO THE EXTENT PERMITTED BY LAW AND BY REGULATIONS, VALUE TRACK S.R.L. (OR ITS OFFICERS,
DIRECTORS OR EMPLOYEES) MAY HAVE A POSITION IN THE SECURITIES OF (OR OPTIONS, WARRANTS OR RIGHTS WITH RESPECT TO,
OR INTEREST IN THE SHARES OR OTHER SECURITIES OF) THE COMPANY AND MAY MAKE A MARKET OR ACT AS A PRINCIPAL IN ANY
TRANSACTIONS IN SUCH SECURITIES.
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