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DHH

Sector: Cloud Computing

A very good start of the year

DHH is a tech group that provides integrated cloud computing &
premium internet access products in IaaS, PaaS and SaaS mode to ca.
124.000 corporate and professional clients across southeast Europe
where expected growth is higher due to lower digital penetration.

1Q24: Top Line and EBITDA +10% and +58% y/y, resp.

DHH has released 1Q24 results that highlight a healthy double-digit growth
(entirely organic) of top line and operating profitability, with Net Debt
decreasing (ca. €500Kk). In details:

¢ 1Q24 Revenues stood at €8.9mn, +10% y/y, with IaaS at €3.3mn, (+9%
y/y), PaaS at €2.3mn, (+13% y/y) and Internet Access segment at
€1.9mn, (+10% y/y). We note that: 1) “Cloud GPU” segment saw a +88%
y/y increase (even if contributing < €1mn in annual recurring revenue);
2) Italy, Switzerland, and Slovenia were the best performing (+13%,
+12% and +9%, resp.), while Bulgaria recorded a 2% decrease; 3)
Recurring revenues are ca. 95% of total;

¢ EBITDA at €3.2mn (36% EBITDA Margin), confirming the scalability of
DHH business model;

¢ Reported EBT was equal to €1.8mn, up from €0.4mn in 1Q23;

¢ Op. Cash Flow (before capex) remains robust at €2.6mn, with a
conversion rate of 80%;

¢ Net Debt at €6.0mn vs €6.5mn 2023 year-end.

1Q24 KPI confirm the robustness of our positive view on DHH that boasts: 1)
ideal mix of products / solutions; 2) optimal market positioning in space and
time; 3) well carved growth strategy combining organic and M&A levers; 4)
highly skilled Top Management; 5) highly responsible ESG commitment.

Fair value per share at €23.1 (up from €22.6)

Despite 1Q24 figures being a bit better than our full year estimates, we deem
more appropriate to wait for the semi-annual results in order to, if necessary,
revise our estimates.

We remind that in FY24E-26E we expect Top Line organic growth rate up at
10% per annum, with M&A deals aimed at doubling such pace, for a total 20%
CAGR and VoP EBITDA, EBIT at €60mn-€18mn-€11mn respectively in
2026E.

That said, we revise DHH fair value p.s. at €23.1, (from €22.6), as effect of
recent peers rerating. At fair value, the stock would trade at 9.0x, 15.5%, 27.6x
EV/EBITDA, EV/ EBIT and P/E 2024E respectively.
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Fair Value (€) 231
Market Price (€) 202
Market Cap. (€mn) 98.8

KEY FINANCIALS (€mn) 2023 2024E  2025E

REVENUES 34.6 39.7 49.6
EBITDA ADJUSTED 1.5 12.6 15.6
EBIT ADJUSTED 6.0 7.3 9.7
NET PROFIT ADJUSTED 3.3 4.1 5.7
EQUITY 23.7 26.8 32.5
NET FIN. POS. 6.5 23 2.8
ADJ. EPS (€) 0.68 0.84 147
DPS (€) 0.0 0.0 0.0

Source: DHH Group (2023), Value Track (2024E-25E)

RATIOS & MULTIPLES 2023 2024E  2025E
Adj. EBITDA MARGIN (%) 33.2 31.8 31.4
Adj. EBIT MARGIN (%) 17.3 18.4 19.6
NET DEBT / EBITDA () 0.6 0.2 0.2
NET DEBT / EQUITY (x) 0.3 0.1 0.1
EV/SALES (x) () 3.3 2.8 2.3
EV/EBITDA (x) (*) () 11.0 9.0 7.3
EV/EBIT (x) () () 23.4 155 11.7

Source: DHH Group (2023), Value Track (2024E-25E)
(*) EV adjusted for peripherals and treasury shares
() 2023A EBITDA and EBIT adjusted for stock option charges

STOCK DATA
FAIR VALUE (€) 23.1
MARKET PRICE (€) 202
SHS. OUT. (m) 4.89
MARKET CAP. (€m) 98.8
FREE FLOAT (%) 24%
AVG. -20D VOL. (#) 16,540
RIC / BBG DHH.MI / DHH IM
B2 WK RANCEE 13.10-21.00

Source: Stock Market Data
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Shareholders Structure

Business Description

DHH is a tech group that provides cloud computing solutions in IaaS, PaaS and

Free Float

SaaS mode to 120.000+ clients across southeast Europe (the so-called “Adriatic 24% Anfonio D.
P . . P Bald

Sea area”), where expected growth is higher thanks to current lower digital s
. . . . Treasury

penetration. Nowadays, DHH manages businesses across seven countries (Bosnia- shares

2%
Herzegovina, Bulgaria, Croatia, Italy, Serbia, Slovenia, and Switzerland). Moo sien
DHH aims to consolidate leadership position in such countries thus benefitting o

from the natural growth trend already in place. Enrico Vona
33%

Source: DHH Group

Key Financials Sales b.down by country (2023)
€mn 2023 2024E 2025E 2026E o
Total Revenues 34.6 39.7 49.6 59.2 R |
Chg. % YoY 16.9% 14.5% 25.0% 19.3% - v
EBITDA 11.5 (%) 12.6 15.6 18.0 —
EBITDA Margin (%) 33.2% (%) 31.8% 31.4% 30.4% 4
EBIT 6.0(*) 7.3 9.7 11.0
EBIT Margin (%) 17.3% () 18.4% 19.6% 18.7%
Net Profit Reported 2.2 4.1 5.7 6.6 Source: DHH Group
Chg. % YoY nm 85.5% 39.7% 15.4%
Net Profit Adjusted 3.3 4.1 5.7 6.6 Sales b.down by segment (2023)
Chg. % YoY 28.0% 23.2% 39.7% 15.4%
Sorvices.
Net Fin. Position 6.5 23 2.8 2.9 O \Yi
Net Fin. Pos. / EBITDA (x) 0.6 0.9 0.9 0.2 e
Access
Capex -6.2 -5.0 -6.4 -8.1 -
OpFCF b.t. 5.6 7.4 9.8 10.6 Sacs %
OpFCF b.t. as % of EBITDA 48.3% 58.9% 62.8% 58.9% v

Source: DHH Group (historical figures), Value Track (estimates) (*) 2023 Adjusted Source: DHH Group

Investment case Stock multiples @ €23.1 Fair Value

Strengths / Opportunities 2024E 2025E
¢ Excellent geographic footprint, market leader in Croatia and Slovenia EV / SALES (x) 2.8 2.3
¢ Ever increasing reference market, expected to grow at double-digit rate EV/EBITDA (x) 9.0 7.3
¢ OQutstanding track record in digital business and M&A activities EV/EBIT (x) 18.5 .7
. . e . . . . EV / Cap. Empl. 3.9 3.2
¢ High profitability ratios, sound Free Cash Flow generation deriving from p- Empl. ()
i 0,
subscription-based recurring revenues business model OpFCF Yield (%) 8.7 10.7
. P /E Adj. (x) 27.6 19.7
Weaknesses / Risks
P/BV (x) 4.3 3.5
o L .
Much lower size if compared to US tech giants Cash Div. Yield. (%) 0.0 0.0

# Highly competitive market with several players
Source: Value Track
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Valuation

We are revising the valuation without altering the estimates — pending the semi-annual results —
following the peers’ rerating.

Thus, based on the outstanding number of shares, DHH fair value per share converges at €23.1,
as simple average of: i) DCF model (€23.0); ii) Peers’ analysis (€23.2).

We note that if DHH should achieve such fair value, the stock option plan currently in place would imply
the issue of some 170k new shares, with a dilution effect worth some €0.8 per share and a “fully diluted”
fair value at ca. €22.3 per share.

At fair value, DHH would trade at 9.0x, 15.5%, 27.6x EV/EBITDA, EV/ EBIT and P/E 2024E respectively.

Peers’ Analysis

Based on 2024E financial forecasts, and considering the median EV/EBITDA, EV/EBIT and P/E of
peers, i.e., companies operating in the cloud & internet access space meanwhile exposed to local / world-
wide capital markets, we calculate that at current market price DHH is trading at ca. 10% discount.

Even if such discount vs. peers has shrink in 1Q24, we view it as possibly further reducing in the future
due to:

¢ Strong revenue visibility — Subscription business model featured by ~95% recurring revenues;
¢ Best-in-class profitability — EBITDA margin over 30%;

¢ Sound EBITDA cash conversion, benefitting from being paid spot and then delivering its solutions
in a subsequent stage;

¢  M&A value-creation capabilities, generating an average total ROI close to 140%.

Assuming DHH to trade in line with peers would lead to €23.2 fair equity valuation p/s.

DHH: Peers’ stock trading multiples

EV / EBITDA (x) EV / EBIT (x) P/E (x)

Company

2024E 2025E 2024E 2025E 2024E 2025E
WIIT 12.2 10.2 25.6 19.7 28.4 20.9
Unidata 5.6 4.6 8.7 6.9 10.5 8.3
Intred 8.1 7.0 17.8 15.2 24.2 21.5
Peer's Italian - Average 8.6 7.3 17.3 14.0 21.0 16.9
Beeks Financial Cloud 101 7.5 25.9 17.9 nm nm
IONOS 10.0 8.4 13.5 11.3 20.1 15.7
Gigas Hosting 7.8 nm nm nm nm nm
OVH 54 4.9 nm nm nm nm
Go Daddy 17.0 15.0 27.3 22.7 20.9 22.7
Gamma Communications PLC 10.4 9.3 13.5 12.0 20.8 18.6
Peer's International - Average 10.1 9.0 20.0 16.0 20.6 19.0
Total Average Peers 9.6 8.4 18.9 15.1 20.8 18.0
Total Median Peers 10.0 8.0 17.8 15.2 20.8 19.7
DHH @ market price 7.9 6.4 13.6 10.2 241 17.3
DHH discount vs Average -18% -24% -28% -32% 16% -4%
DHH discount vs Median -22% -20% -24% -33% 16% -13%

Source: Market Consensus, Value Track Analysis
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Discounted Cash Flow Model
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Our DCF model is based on a “target” capital structure with, Net Debt at 30% of the Capital Invested.
Expanded CAPM based WACC stands at ca. 8.7%. The detailed calculation is based on the following

assumptions:

¢ 2.0% Risk-free rate, 1.1x unlevered beta (weighted average of internet and system & application
sectors), 5.62% Italian ERP and additional 1.5% small-cap market risk premium;

*  Explicit financial statements projections from 2024E up to 2031E and Terminal Value at 2031E,
obtained applying a 2% Perpetuity Growth Rate (PGR).

The result of the DCF model is € 23.0 fair value per share.

DHH: DCF Model

€mn

PV of future cash flows 2024E-2031E 42.4

PV of Terminal value 75.4

Fair Enterprise value 117.8

Implied EV/ Adj. EBITDA 24E (x) 9.3x

Net Fin. Position 2023A -6.5

Minorities (net of related debt) -1.6

Peripheral assets 3.1

Fair Equity value 112.8

Number of shares (mn) 4.9

Fair Equity value per share (€) 23.0

Source: Value Track Analysis
DHH: Multiples analysis at various prices
DHH EV/EBITDA EV/EBIT P/E
share price (€) 2024E 2025E 2024E 2025E 2024E 2025E
€19.0 7.4 6.0 12.7 9.6 22.7 16.2
€20.0 7.8 6.3 13.4 10.1 23.9 171
€21.0 8.1 6.6 141 10.6 251 17.9
€22.0 8.5 6.9 14.7 111 26.3 18.8
€23.1 9.0 7.3 15.5 11.7 27.6 19.7
Source: 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. INITALY 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, L.E.: 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. DHH SPA (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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