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The euromicron group is a leading, national provider of systems technology for communications, security
and data networks with production competence in fibre optic cable technology with a European focus. The
company provides clients from all industries with customised network solutions which are independent of
manufacturers from a single source. The range of services includes planning, implementation and mainte-
nance of networks as well as the development, manufacture and distribution of network components based
on copper, fibreglass and wireless technology. The product portfolio contains active network components,
plug-in connectors and connection technology for fibre optic cable networks, fully assembled fibre optic
cables and assembly and measurement devices. The components are used in WAN and LAN networks for
data communication for computer centres and in medical and security technology.

P&L in m€ 31/12/2013 31/12/2014 31/12/2015e 31/12/2016e
Sales 352.68 346.34 341.59 351.48
EBITDA 8.71 21.15 17.31 24.50
EBIT -0.20 11.45 2.81 15.25
Net profit -6.52 2.58 -2.78 7.25
Per Share Figures in €

Earnings per share -0.91 0.36 -0.39 1.01
Dividend per share 0.00 0.00 0.00 0.00
Key Figures

EV/Sales 0.32 0.32 0.33 0.32
EV/EBITDA 12.88 5.30 6.48 4.58
EV/EBIT -560.47 9.79 39.93 7.35
P/E -9.65 24.39 -22.64 8.68
P/B 0.57

Financial Dates
06/11/2015: Report Q3

**last research published by GBC:
Date: publication/price target in €/Rating
02/02/2015: RG / 21.50 / BUY
08/12/2014: RG / 21.50 / BUY
14/08/2014: RS / 21.50 / BUY
29/07/2014: RS/ 21.50 / BUY

** the research reports can be found on our web-side
www.gbc-ag.de or can be requested at GBC AG,
Halderstr. 27, D-86150 Augsburg
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EXECUTIVE SUMMARY

e In the financial year 2014 euromicron AG showed significant growth of 6.3% to
€346.34 million. The South segment, and thus the production companies,
proved to be particularly dynamic showing an increase of 10.0%. The takeovers
of ATECS AG and SIM GmbH had an influence on this and made an inorganic
contribution.

e In contrast, in the HY1 2015 sales declined by 1.3 %, which was mainly due to
the refraining of low margin revenue, in favor for profitability, as part of the stra-
tegic reorientation. The lower sales volume however temporarily put pressure
on the earnings side. Also it must be considered that in the HY1 2015 on-off re-
structuring costs of €1.3 million were charged. Adjusted by the one-off effects
the EBITDA in the HY1 2015 was €3.92 million, with a corresponding EBITDA-
margin of 2.5 %.

e Following on the change on the executive board, euromicron AG streamlined its
strategy. This involved an increased focus on digitisation and thus on strength-
ening and expanding the product and solutions business in the medium term.
This is expected to increase successively the level of margins as a result of a
greater value creation depth and the system critical position in the projects.

e  For the financial year 2015 we forecast a flat development of sales, with the ex-
pectation that the lower end of the forecast range issued by the executive board
of €340-360 million will be achieved at €341.59 million. We expect heterogene-
ous development of both the North and South segments, with a slight increase
in the North segment and a middle single digit decline in the South segment.
For the financial year 2016 we assume that growth will accelerate by 2.9% to
€351.48 million, whereas the planned divesture of non-profitable subsidiaries is
already considered.

e Because the earnings for the financial year 2015 will probably be charged with
another €3.50 million as a result of reorganisation measures, we are not yet ex-
pecting an improvement in profitability in the operating activities. So, with ad-
justments for one-off expenses, the EBITDA is expected to be just below the
2014 level at €20.81 million (unadjusted: €17.31 million). We then expect a sig-
nificant improvement in the EBITDA for 2016 at €24.50 million and an EBITDA
margin of 7.0%.

e  With a market capitalisation of €61.9 million, the euromicron AG shares
are currently trading with a discount of around 40% of the unadjusted eq-
uity. Regarding the strategic streamlining and the changes to the organi-
sational structure that are already under way, the earnings situation in the
next few years is expected to stabilise and improve further. At the current
share price level we expect a price/earnings ratio of about 8.5 for the fi-
nancial year 2016. Against this background, we do not consider a valua-
tion below the book value as justified. As a result of our DCF model we
have recorded a fair value for each share of €15.50 and thus issue the rat-
ing BUY.



TABLE OF CONTENTS

EXeCUtiVe SUMMAIY .....coiiiiiiiiiinris s s s sss s sas s sas s s s sssms sasmnsnsnns 2
COMPANY OVEIVIBW ...ocueeiiieriieriisenisssssssssssss s sas s sasssssss s sas s s ssnssssns sasnssssnssasnsnsas 4
Shareholder STTUCIUIE .......coieiii e e e e e e eneeeeeas 4
GIrOUP STTUCTUIE ..t 4
Market and Market ENVIrONMEeNt ........cccvveriremmnrsmnssmnse s s sssss s sssss s smssnnes 5
Business Development & Estimates........c.ccccuvvmmiiiscninisnnnsnss s 6
Key finanCial fIQUIES .......cooiiiii i 6
Business Development FY2014 . ... 7
Development Of SAIES .........ivi i 7
Development Of Earnings .......cocuevioiieeiiiiie et 8
Business Development HY1 2015........ooo e 10
Balance Sheet and Financial Situation ...........cccceeiiieiiiiiiieneeeee e 12
SWOT-ANGIYSIS. ..ttt ettt re e san e e sar e nanas 14
Estimates and Model ASSUMPLIONS ......cooveeeiiiiiiiiieee e 15
Strategic AlIGNMENT .......iiieeie e 15

SalES ESHMAIES ..o 16
Earnings ESHMALES ......oviiiiiiieiie e e 16

R 11T =1 1o 19
Model @SSUMPLIONS ......eeeiiiiii e 19
Calculation of the Cost of Capital..........ccooiiiiiiiiiiii e, 19
Valuation RESUIL........ocueiiiiiie e e 19
DOF-ValUGLION ...ttt 20
ANNEX .. s s e R e e e AR e R e AR e e e e R R e nn s 21

>

GBCAG

Investment Research



COMPANY OVERVIEW

Shareholder structure

Shareholder in %
Universal Investment
Erste-Sparinvest KAG
FPM Funds

Allianz Global Investors

Free-Float

Source: comdirect, GBC

Group structure

.- GROUP STRUCTURE

auromicron north
including Poland and France

COMPONENTS
Development and production of
components and product categories

2.84%
3.04%
3.00%
2.95%
88.17%

EUROMICRON GROUP
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2.84%

3.04%

Universal Investment
Erste-Sparinvest KAG
m FPM Funds
m Allianz Global Investors

88.17% m Free-Float

SEGMENTS

euromicron south
including Austria, Italy and Switzerland

auromicron
WAN sarvices

AREAS OF EXPERTISE

NETWORKS
Planning, design and integration
of systems and solutions

loT-SOLUTIONS

DISTRIBUTION :
Consulting, distibution, sourcing :
and network services :
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MARKET AND MARKET ENVIRONMENT

According to the Federal Association for Information Technology, Telecommunications
and New Media (BITKOM), the German Information and Telecommunications Market
(ITC market) registered positive development in 2014 after a slight decline in 2013,
reaching growth of 1.5%. The main contributory factor for this positive development was
the strong growth of +4.2% in the area of Information Technology (IT). The industry as-
sociation BITKOM is expecting the German IT market to see renewed growth in 2015 of
about 3.2% to an estimated €80.3 billion.

Development of the German ICT-market (in €bn)

— Lo

2010 2011 2012 2013 2014 2015e

mmmm [nformation Technology s Telecommunication

mmmm Consumer Electronics === Change in %

Souce: BITKOM; EITO

The growth drivers for the development on the IT market are likely to be represented
once again by the two areas of Big Data and Cloud Computing, according to BITKOM
and the European Information Technology Observatory (EITO). In addition, these are
key factors for the future projects of Industry 4.0 and Internet of Things (IOT). euromi-
cron AG also wants to position itself more strongly in this area and make use of the cor-
responding growth opportunities in the sub-segments of smart building technology and
critical infrastructures, areas where the company is already active. Development is still in
its infancy in this field and is therefore expected to see a solid increase in significance in
the coming years. These areas are therefore expected to see double-digit rates of
growth in the next few years. Innovations in the application area are expected to be the
main growth drivers in the future.

Expected sales trend of smart home-appliances in Europe (in €bn)
410

CAGR: 24 %

2013 2015e 2017e
Source: Deloitte
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BUSINESS DEVELOPMENT & ESTIMATES

Key financial figures

P&L in m€

Sales

Changes in inventory

Own work capitalised

Other operating income

Cost of Materials

Gross Profit

Personnel expenses

Depreciation and Amortization
Other operating expenses

EBIT

Financial result

EBT

Income taxes

Net profit before minority interest
Minority interest

Net profit after minority interest

EBITDA

in % of sales

EBIT

in % of sales

Earnings per share in €
Dividend per share in €

@ number of shares outstanding

FY 2013

325.68
-0.70
3.13
1.90
-176.71
153.31
-99.03
-8.90
-45.58
-0.20
-3.81
-4.00
-2.40
-6.40
-0.12
-6.52

8.71
2.7 %
-0.20

-0.1%

-0.91

0.00
7.176

100.0%
-0.2%
1.0%
0.6%
-54.3%
47.1%
-30.4%
-2.7%
-14.0%
-0.1%
-1.2%
-1.2%
-0.7%
-2.0%
0.0%
-2.0%

FY 2014

346.34
0.57
2.62
2.14

-182.47
169.20
-103.18
-9.70
-44.88
11.45
-3.68
7.77
-4.92
2.84
-0.27
2.58

21.15
6.1%
11.45
3.3%

0.36

0.00
7.176

FY 2015e FY 2016e

100.0% 341.59 100.0% 351.48
0.2% 0.00 0.0% 0.00
0.8% 2.50 0.7% 2.50
0.6% 2.00 0.6% 2.00
-52.7% -177.63 -52.0% -179.25
48.9% 168.46 49.3% 176.73
-29.8% -106.50 -31.2% -105.00
-2.8% -1450 -42%  -9.25
-13.0% -44.66 -13.1% -47.23
3.3% 2.81 0.8% 15.25
-1.1% -3.70  -1.1%  -4.30
22% -0.89 -0.3% 10.95
-1.4% -1.64 -0.5%  -3.40
0.8% -253 -0.7% 7.55
-0.1% -025 -0.1%  -0.30
0.7% -2.78 -0.8% 7.25
17.31 24.50

51% 7.0%

2.81 15.25

0.8 % 4.3 %

-0.39 1.01

0.00 0.00

7.176 7.176

Development of sales and EBITDA (in m€), and EBITDA-margin (in %)
= Sales == EBITDA

323.10 325.68

2011 2012

Source: euromicron, GBC

2013

EBITDA-margin

2014

2015e

2016e
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100.0%
0.0%
0.7%
0.6%

-51.0%
50.3%
-29.9%
-2.6%

-13.4%

4.3%
-1.2%
3.1%
-1.0%
2.1%
-0.1%
2.1%



Business Development FY2014

P&L (in m€) FY 2013 Ato FY 2013 FY 2014
Sales 325.68 +6.3 % 346.34
EBITDA 8.71 +143.0 % 21.15
EBITDA-margin 2.7 % +3.4 Pp. 6.1%
EBIT -0.20 n.A. 11.45
EBIT-margin -0.1 % +3.4 Pp. 3.3%
Net Profit -6.52 n.A. 2.58
EPSin€ -0.91 n.A. 0.36

Source: euromicron, GBC

Development of Sales

In the financial year 2014 euromicron AG was able to benefit from the positive develop-
ment in the ITC market and to increase its sales disproportionately by 6.3% compared to
the growth of the market. All three segments included in the report contributed to this
growth in sales. In particular, the segment euromicron South showed an especially dy-
namic development with a sales growth of 10.0% to €134.55 million. However, it should
be noted that the two companies taken over at the end of 2013, ATECS AG and SIM
GmbH contributed full sales earnings for the first time in the financial year 2014.

Development of sales by segment (in m€), without central services and consolida-
tion

m euromicron WAN Services meuromicron South m euromicron North

66,85 102,23

137,63 134,55

122,26

2011 2012 2013 2014

Source: euromicron, GBC

With regard to the difference in terms of products between the production business and
the systems house business, the production operations showed a particularly pleasing
growth in the financial year 2014. Considerable increases were achieved both in the
segment euromicron North as well as in the segment euromicron South compared to
2013. The background to this was a strong demand in the North segment, and in con-
trast, the inorganic effects had an impact in the South segment.

The development in the system house business was inconsistent across the two seg-
ments. In the segment euromicron North a decline in sales of €3.7 million was registered,
which was due to the fact that low-margin business was not accepted. In contrast, the
system house business South achieved a small increase in sales of €1.6 million.

Overall, the system house business in 2014 was therefore slightly below the level of the
previous year, however the sales quality moved towards improvement. This also had a
positive effect on the earnings.
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In the segment WAN services, into which the non-regional Wide Area Network services
are bundled, there was an increase of 5.5% compared to the previous year with a profit
of €5.6 million.

Deviation analysis of sales by segments and product categories (in m€), without

central services and consolidation
10.6

6.7

1.6
]

HB North ' HB South SH South WAN

-3.7

Source: euromicron, GBC; HB: production companies, SH: system house business

Overall, euromicron’s increase in sales in the financial year 2014 was satisfactory. The
company's own forecasts were met. Above all, the growth was in the production compa-
ny’s businesses with strong margins, which in turn also had a positive influence on the
profit situation. The increased concentration on high margin business, which has been a
priority of the new management since the beginning of 2015, was already seen in part in
2014, even if it included inorganic effects.

Development of Earnings

In terms of earnings, the good sales development in both product areas of production
companies and systems house business had a very positive effect in the segment eu-
romicron South in particular. Since the previous year saw another negative EBITDA, this
was now back in the positive range with €6.17 million. The EBITDA margin showed a
value of 4.6% and thus was at its highest level since the financial year 2011. In the seg-
ment euromicron North the EBITDA improved by €0.7% million to €14.04 million, with a
slight increase in the margin to 12.1%. Here, the volume effects from the production
business had a positive effect in the North segment and this compensated for the weaker
system house business, which had lower earnings as a result of the increased use of
subcontractors on top of the decline in revenues.

In the segment WAN services, despite the increase in revenues of €8.13 million, the
EBITDA was at the same level as the previous year. Here, the large contracts were
significant, delivering a volume effect but no additional profit contributions.

Overall, the EBITDA improved significantly at the Group level from €8.71 million to
€21.15 million with an increase in the EBITDA margin of 2.7% to 6.1%. Above all, the
positive profit effects of the segment euromicron South contributed to this significant
improvement.

It must be emphasised, however, that the South segment is still distinctly behind the
margin level of the North segment. Here the restructuring costs were noticeable, which
reached about €4.0 million in the financial year 2014 and were mainly used to optimise
structures and processes as well as controlling functions.
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Development of EBITDA-margin by segments (in %)

euromicron North euromicron WAN

-5.4%
Souce: euromicron, GBC

Corresponding restructuring expenses were also recorded in the previous year (€5.5
million). If adjusted for exceptional expenses the EBITDA in the financial year 2014 was
€25.15 million. The adjusted EBITDA margin was 7.3% and thus slightly above the ex-
ecutive board's forecast issued for the financial year 2014 of 7.0%.

lllustration of adjusted EBITDA (in m€) and adjusted EBITDA-margin (in %)

mEBITDA m EBITDA adjusted

u EBITDA-margin o EBITDA-margin adjusted 7.3% IR

21.15

® 421

2013 2014
Source: euromicron, GBC

Also in terms of earnings, a slight improvement was seen in the financial result, however,
the taxation expenses turned out to be very high with an effective taxation rate of 63.4%.
The background to this is the loss situation in the segment euromicron South and an
associated non-recognition of deferred taxes on losses carried forward of €2.86 million.

However, it was possible to significantly turn the annual profits of €-6.52 million of the
previous year into a positive result of €2.58 million in the financial year 2014.

¢MGBC AG
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Business Development HY1 2015

In the first half-year 2015 the euromicron AG could almost repeat last year’s sales level
and only had to record a slight decrease by 1.3% to €156.76 million. Overall the busi-
ness development of the euromicron AG is characterised by seasonality over the course
of the year, with a very high share of sales and earnings during the fourth quarter. There-
fore the figures of the first half-year only have limited explanatory power. Moreover the
reorganisation of the euromicron AG has to be considered, which includes refraining
from low margin revenue, in favor for profitability.

This among other things becomes clear with a view on the sales break-up by compe-
tence divisions. This shows that only the division euromicron networks, namely the sys-
tem house business, is accountable for the sales decline, as a result of the strategic
order intake. Moreover, in the other two divisions, euromicron components and euromi-
cron distribution, sales increases of 4.6% and 4.1%, respectively, could be reached.

Development of Sales by Competence Divisions (in m€)

158.9
mHY 2014 1568

mHY 2015

euromicron networks euromicron euromicron distribution  euromicron group
components

Source: euromicron, GBC

The improved sales-mix was reflected by an improved cost of material ratio, which de-
creased by 0.5 percentage points to 52.2%. Nevertheless the lower sales volume led to
a lower gross profit in absolut terms. On the EBITDA-level a decrease against the first
half-year of the previous financial year was more distinct. With €2.65 million the previous
year’s value was failed by 55.2%. Besides the lower gross profit also higher personnel
expenses due to an increased work force to meet the high demand in the production
companies was responsible for the decline.

Not least it must be considered that the EBITDA is stressed by restructuring charges.
During the HY1 2015 extraordinary costs of €1.3 million have been expended. €0.9 mil-
lion had to be accounted for one-time personnel charges in respect with the reorganiza-
tion of the corporate structure. Severance payments for the resigned management how-
ever have not been paid. Also the reorganization demanded for legal and consulting
services, which made up further €0.4 million in HY1 2015.

Adjusted by these extraordinary charges the operating EBITDA with €3.92 million only

was down by a third against last year’s figure. The operating EBITDA-margin was at
2.5% accordingly.

10
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Development of sales, EBITDA (in m€) and EBITDA-margin (in %)

5.91

= EBITDA m EBITDA-margin

3.92

HY 2014 HY 2015 as reported HY 2015 adjusted
Source: euromicron, GBC

Against the background of the solid operating development during the HY1 2015 the
management board confirmed the guidance for the full financial year 2015 and still ex-
pects sales in a range between €340-360 million as well as an operating EBITDA-margin
before restructuring charges between 6% and 8%. After considering restructuring charg-
es the EBITDA-margin is expected to be between 5% and 7%. However, given the fact
that the half-year figures were below last year’'s measures the management currently
expects to reach the range at the lower end.

11



Balance Sheet and Financial Situation

in m€ FY 2013 FY 2014 HY1 2015
Equity 111.16 110.40 106.46
Equity-ratio (in %) 35.1 % 38.4 % 35.5 %
Interest bearing debt 65.37 64.78 106.60
Liquid assets 38.83 15.62 20.51
Net debt 26.54 49.16 86.09
Operating Assets (incl. Goodwill) 151.71 148.40 146.38
Net Working Capital 1.01 21.98 53.76

Source: euromicron, GBC

There have been no significant shifts in the balance sheet for euromicron AG in the past
periods. Rather, the intangible assets are still dominant on the assets side at an amount
of €132.74 million, which make up a 44.3% share of the total assets.

In contrast, there is equity capital of €106.46 million. It should be noted here that the
equity capital was reduced by a total of €11.4 million to make adjustments for the ac-
counting errors in the years 2012 and 2013. However, the equity ratio at the end of HY1
2015 was about 35.5%, which represents a stable dimension.

A slight decrease was recorded in interest bearing liabilities during the last three full
financial years. In the HY1 2015 the interest bearing liabilities were increased to €106.60
million by taking out short-term loans. This, however, is a seasonal effect in accordance
with pre-financing of projects that will be finished during HY2 2015 and therewith will
normalise in the second half of the year. Furthermore, in the further course of the FY
2015 a substantial restructuring of the financing structure of the euromicron-group is
planned to be undertaken, especially concerning the maturity structure of interest bear-
ing liabilities.

Development of interest bearing debt (in m€)

m Finance Lease mBank Loans

2009 2010 2011 2012 2013 2014 HJ 2015

Source: euromicron, GBC

The increased working capital fund by the end of the HY1 2015 primarily is a result of
higher receivables due to more projects in progress. At the same time accounts payables
reduced. In that respect in the further course of the year a levelling-effect in the working
capital funds can be expected, coming along with a cashflow-effect accordingly.

Overall, euromicron AG showed a constant level of stable working capital ratios over the
past financial years. For example, there were hardly any fluctuations in the ratio of the
inventories to the revenues. With regard to the ratio of trade receivables, in the end there
were even significant improvements and thus the capital commitment could be reduced.
This should also be seen in conjunction with the factoring started in 2013.

12
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Development of working capital-positions in relation to sales (in %)

=== |NvENtory/Sales

= Receivables/Sales

= Accounts Payables/Sales

2009 2010 2011 2012 2013 2014
Source: euromicron, GBC

The high working capital efficiency is one of the significant factors for the good cash flow
situation of euromicron AG. During the period under observation since 2009, the compa-
ny has always shown a positive operating cash flow before factoring effects, with the
exception of the financial year 2013. However, already in FY2014 a positive cashflow
could be earned again. The adjustment of factoring effects is important to be able to
assess the explanatory power of the operating cashflow. This is, because on the one
handside the factoring-volume changes and on the other handside because money paid
by customers from sold receivables that are not yet transferred to the factorer at the
balance sheet date have to be shown as short-term liabilities on the balance sheet, low-
ering operating cashflow. This is an end of period effect, without explanatory power and
therefore must be adjusted.

Development of operating cashflow and free cashflow (in m€)

e Operating Cashflow adjusted

Free Cashflow

pa o0

2009 2010 2011 2012 2013 2014
-6.33

-12.41

-19.92 -19.83

Source: euromicron, GBC

In the coming periods, euromicron AG should be able to generate positive free cash
flows again. The volume of investments (without takeovers) was very moderate in recent
years and has been on average €7.15 million since the financial year 2009. Since we
assume that the CAPEX requirement will not change significantly in the coming years, it
should be possible to generate positive cash flows again in the current financial year
2015, but in particular also in the following years.

13
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SWOT-Analysis

Strengths

e Leading network specialist with a
nationwide network of offices in Ger-
many.

e Wide product portfolio with the areas
system technologies, production and
distribution

e  Crisis-proof business model, thanks
to broadly diversified customer base

e Well positioned in the growing market
for intelligent building technology and
critical infrastructures

e Comfortable level of order backlog of
€121.5 million by to the end of 2014

Opportunities

e  Stronger product and solution compe-
tence could positively influence the
margin level

e  Better use of synergies between the
subsidiaries could have a positive ef-
fect on the turnover and earnings sit-
uation

e The market for smart buildings and
critical infrastructures is predicted to
grow by roughly 20% per year until
2024

e The key topic of the Internet of Things
and Industry 4.0 is still in the initial
stages of development and market
penetration. This could provide enor-
mous potential for growth

e euromicron AG could achieve a better
strategic position in projects through
stronger product focus and thereby
increase margin levels

Weaknesses

e  Comparatively high level of goodwill
in the balance sheet, which made up
around 40% of the total assets

e A traditionally high earnings contribu-
tion in the fourth quarter causes sea-
sonality in the business performance

e Relatively high net indebtedness

e Since the financial year 2012, signifi-
cantly lower margin levels than in the
previous years

Threats

e The rate of growth in the area of the
Internet of Things could turn out to be
slower than currently expected

e The development in the area of the
Internet of Things could take place in
different core areas to those areas
addressed by euromicron

e euromicron AG could focus on prod-
ucts and solutions that the market
does not accept as expected and
therefore put pressure on the speed
of growth

e |Leveraging synergies between the
subsidiaries may not succeed to the
extent planned and thus put the
brakes on the speed of growth and
the increase in margins
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Estimates and Model Assumptions

P&L (in m€) FY 2014 FY 2015e FY 2016e
Sales 346.34 341.59 351.48
EBITDA 21.15 17.31 24.50
EBITDA-margin 6.1% 51% 7.0 %
EBIT 11.45 2.81 15.25
EBIT-margin 3.3% 0.8% 4.3 %
Net profit/loss 2.58 -2.78 7.25
EPSin € 0.36 -0.39 1.01

Source: GBC AG

Strategic Alignment

In order to also achieve disproportionate rates of growth in changing markets in the fu-
ture, euromicron AG has recently streamlined its strategic alignment. The company is
already implementing business-critical communications and infrastructure solutions fo-
cused on intelligent building technology and critical infrastructures. There is also already
access to the customers. Now, this alignment should be focused more strongly on the
increasing digitisation of the business processes. This will take into account the increas-
ing importance and, above all, strong growth areas of the Internet of Things and Industry
4.0.

euromicron AG is already aligned in this direction. With the networked work space sys-
tem “Primus 4.0” of the subsidiary ELABO or the “Smart Office Switch” of MICROSENS,
the company already has products that represent this digitisation. The product portfolio
will be further strengthened in the future and the customers will be given access to a
wide portfolio of solutions. As opportunities arise, this expansion is also expected to be
strengthened by acquisitions. In addition, the solutions will be further strengthened by
offering them across all group subsidiaries, compared to the past when synergies were
mainly generated in projects. In order to achieve this, a Competence Centre has been
established which is responsible for taking care of the use of know-how across the
Group.

As a result of the strategic streamlining, the share of software and technology is ex-
pected to increase in the future. This is expected to help euromicron AG to reach a high-
er share in the value creation of the overall business and thus achieve a more system-
critical position in the projects involved. This will help achieve the planned higher mar-
gins in the future.

At the same time, the management of euromicron AG has decided to concentrate more
on the size of profitability and cash flow over the next few years, since the size of the
turnover was more of a driver in the past.

We welcome the strategic streamlining, which does not constitute a new direction for the
company but focuses on existing competences and strengths. In this way, the focus is
directed towards solutions and technologies with strong margins and future growth. We
are convinced that this focus is a right move that will contribute to leading the company
back to the old income and cash flow strength. We therefore see the medium-term mar-
gin objective of 8-11% by 2018 on an EBITDA basis as, at least at the lower end of the
range, a very realistic objective.

15

>

GBCAG

Investment Research



Sales estimates

In the course of the reorganisation among other measures three subsidiaries of the sys-
tem house business get merged und will represent the division “intelligent building tech-
nology” as euromicron Deutschland GmbH on a nationwide basis in the future. Un-
changed, the system house subsidiary telent GmbH, which is organised on a nationwide
basis already, will represent the division “critical infrastructure”. As well the holding struc-
tures get optimised to put up the group more cost efficient. So far, the reporting seg-
ments are subdivides by regions, which could be changed to a subdivision by compe-
tence areas in the financial report 2015 for the first time.

For the financial year 2015, the management of euromicron AG is planning for revenues
between €340 and €360 million, however expects to reach the lower end of the range.
We are as well expecting that the revenues will be at the lower end of the forecast range
at €341.59 million. We expect a slight growth for the segment North of 2%, while the
segment South is assumed to show declining sales by 5.5%. We expect turnover for the
segment WAN services for 2015 to be at the level of the previous year. The financial
year 2014 was characterised by several large contracts, and we expect fewer, lower-
margin contracts to be accepted for 2015.

However, the opening up of new business areas from 2016 will provide a marked in-
crease in growth in all segments. We expect a growth rate for the segment North to be in
the mid-single-digit percentage range in 2016 again, whereas the segment South should
show a flatter growth because of the divesture of non-profitable subsidiaries. Overall, the
rate of growth in 2016, however, will pick up speed and is expected to be at 2.9% at the
group level. Accordingly, we expect sales in the financial year 2016 to reach €351.48
million.

Expected Development of sales by segment (in m€)

Segment 2013 2014 2015e 2016e
euromicron North 113.27 116.21 118.48 124.40
euromicron South 122.26 134.55 127.21 128.48
euromicron WAN Services 102.23 107.86 107.90 110.60
Central Services and consolidation -12.08 -12.27 -12.00 -12.00
Group 325.68 346.34 341.59 351.48
Growth rate 2013 2014 2015e 2016e
euromicron North 8.1% 2.6% 2.0% 5.0%
euromicron South -7.0% 10.0% -5.5% 1.0%
euromicron WAN -0.6% 5.5% 0.0% 2.5%
Growth total 0.8% 6.3% -1.4% 2.9%

Source: GBC

Earnings Estimates

We also expect significant improvement on the earnings side in 2016. The reorganisation
measures in the financial year 2015 to strengthen the future alignment of the company
are still expected to have an impact on the earnings. According to company data, the
impact is expected to make up around 1% of the EBITDA margin, so roughly €3.50 mil-
lion.

The negative effects on earnings will mainly impact the segment South. The integration

measures will be seen here. Therefore, we assume that the segment South will have a
reduced EBITDA compared to 2014 (€3.12 million 2015 vs. €6.17 million 2014). On the
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other hand, we expect the EBITDA for the segment North to continue to increase. Our
estimates show that the EBITDA margin remains stable at about 12.0%.

Overall, the EBITDA in the financial year 2015 should therefore be at €17.31 million,
which would correspond to a slight reduction compared to 2014 of 18.2%. The expected
EBITDA is at 5.1%. However, when adjusted for the one-off reorganisation expenses,
the EBITDA expectation is €20.81 million and thus only slightly below the level in the
previous year by 1.6%. The adjusted EBITDA margin is at 6.1%.

After expecting no further one-off expenses, economies of scale and the increasing
synergy effects within the improved use of technologies and solutions across the group,
as well as the divesture of non-profitable subsidiaries it should be possible to achieve a
clear rise in the EBITDA to €24.50 million in 2016. We expect increasing EBITDA and
margin contributions for 2016 across all three segments.

Expected development of EBITDA (in m€) and EBITDA-margin (in %)

30.73 = EBITDA

e EB|TDA-margin

2011 2012 2013 2014 2015e 2016e
Source: GBC

For the FY 2015 we have reflected a possible amortization of goodwill in relation to the
planed divesture of unprofitable subsidiaries in our estimates. According to the state-
ments of the management board on the annual shareholder meeting amortizations in a
scale of a medium-sized single-digit million euro amount would be within the realms of
possibility. Accordingly, we have included an €5.00 million goodwill amortization in our
estimates for the FY 2015.

For that reason the net profit and the EPS should turn negative in 2015. Consequently,
we expect a net loss of €-2.78 million in 2015. In contrast to that, for 2016 we expect a
significant improve to €7.25 million, with higher sales, the operating strengthening as well
as the non-recurring one-off items coming into effect.

In the medium-term we believe that the management's objective of achieving an EBITDA
margin of 8-11% again to be completely realistic. We have not yet reflected this in our
medium-term planning, where we have rated our expectations as well as the share price
objective as conservative.

Following the improvement in earnings, we expect an increase in the return on invest-
ment. As soon as 2016 we are expecting to reach a return on equity (ROE) of 6.3% and
a return on capital employed (ROCE) of 8.9%. Thus, it is realistic to expect the historic
values in the double-digit range to be achieved again in the medium term.
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Expected development of rates of return on capital (in %)

2009 2010 2011 2015e 2016e

Source: GBC
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VALUATION

Model assumptions

The euromicron AG has been valued using a three-phase DCF model. Starting from the
specific estimates for the financial years 2015 to 2016 in phase 1, in the second phase
from 2017 to 2022 forecasts are performed under the assumptions of value drivers. In
the process, we have assumed constant sales growth rates of 3.0 %. As a target
EBITDA-margin, we assumed a level of 7.0 %. In phase 2 a tax rate of was 30 % is ap-
plied. Beyond the forecast horizon, a residual value was calculated using a perpetual
annuity formula. For the final value we assume a growth rate of 2.0%.

Calculation of the Cost of Capital

The weighted average cost of capital (WACC) for euromicron AG is calculated on the
basis of cost of equity and cost of debt. In order to determine the cost of equity, the fair
market premium, the company beta and the risk-free interest rate need to be estab-
lished.

Please note: Since 28/01/2015, we haven’t used the interest rate for 10-year Ger-
man government bonds to determine the riskless interest rate. Instead, we use a
new method.

Henceforth, the riskless interest rate is calculated based on the recommendations of the
“Fachausschuss fiir Unternehmensbewertungen und Betriebswirtschaft (FAUB) of the
IDW, and is derived from the yield curve of riskless bonds. The interest rates for zero
bonds are based on the Svensson-method, published by the “Deutsche Bundesbank”,
and provide the basis for the calculation. Due to market fluctuations, we use smoothed
average returns on a three-month basis, rounded to 0.25 basis points. The current risk-
less interest rate in use amounts to 1.25 %.

We used the historic market premium of 5.50% as a suitable expectation of market pre-
mium. This is supported by historical analyses of stock market yields. The market premi-
um reflects the percentage of the expected excess return of the stock market over the
low-risk government bonds.

Using the GBC estimation method there currently a beta of 1.79 (so far: 1.61) is applied.

Applying these assumptions we can calculate a cost of equity of 11.1% (so far: 10.8 %)
(beta multiplied by the risk premium, plus risk-free interest rate). As we assume a long-
term weight of equity of 75 %, the weighted average cost of capital (WACC) is 9.2% (so
far: 9.4 %).

Valuation Result

Discounting of future cash flows was carried out using the entity approach. We calculat-
ed the relevant costs of capital (WACC) at 9.2%.

The resulting fair value per share by the end of the FY2016 corresponds to a target price
of €15.50. Therefore we adjusted our previous target price downward from €21.50.
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DCF-Valuation

euromicron - discounted cashflow (DCF) model

Value driver used in the DCF-model’s estimate phase:

consistency - phase final - phase
Sales growth 3.0% Perpetual growth rate 2.0%
EBITDA-margin 7.0% Perpetual EBITA - margin 4.5%
Depreciation on fixed assets 6.5% Effective tax rate in terminal value 30.0%
Working capital to sales 9.0%
Phase estimate consistency final
in mEUR FY15e FY16e| FY17e FY18e FY19e FY20e FY2le FY22¢| Terminal Value
Sales 34159 351.48 361.95 372.74 383.85 39529 407.07 419.20
Sales change -1.4% 2.9% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 2.0%
Sales to fixed assets 2,35 2.46 2.59 2.72 2.85 2.98 3.12 3.26
EBITDA 17.31 24.50 25.34 26.09 26.87 27.67 28.49 29.34
EBITDA-margin 5.1% 7.0%)| 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%)
EBITA 7.81 15.25 16.06 17.00 17.95 18.90 19.88 20.86
EBITA-margin 2.3% 4.3% 4.4% 4.6% 4.7% 4.8% 4.9% 5.0% 4.5%
Taxes on EBITA 14.34 -4.74) -4.82 -5.10 -5.38 -5.67 -5.96 -6.26)
Tax rate -183.7%  31.1% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%
EBI (NOPLAT) 22.15 10.51 11.25 11.90 12.56 13.23 13.91 14.60]
Return on capital 13.0% 6.2% 6.5% 6.9% 7.4% 7.8% 8.3% 8.7%) 8.0%
Working Capital (WC) 25.44 29.57| 32.58 33.55 34.55 35.58 36.64 37.73
WC to sales 7.4% 8.4%) 9.0% 9.0% 9.0% 9.0% 9.0% 9.0%
Investment in WC -3.46 -4.13 -3.01 -0.97 -1.00 -1.03 -1.06 -1.09
Operating fixed assets (OFA) 145,40 142.65( 139.87 137.28 134.86 132.59 130.47 128.49
Depreciation on OFA -9.50 -9.25 -9.27 -9.09 -8.92 -8.77 -8.62 -8.48
Depreciation to OFA 6.5% 6.5% 6.5% 6.5% 6.5% 6.5% 6.5% 6.5%)
CAPEX -6.50 -6.50] -6.50 -6.50 -6.50 -6.50 -6.50 -6.50)
Capital employed 170.84 17221 17245 170.83 169.41 168.17 167.11 166.22
EBITDA 17.31 24.50 25.34 26.09 26.87 27.67 28.49 29.34
Taxes on EBITA 14.34 -4.74 -4.82 -5.10 -5.38 -5.67 -5.96 -6.26
Total investment -14.96  -10.63] -9.51 -7.47 -7.50 -7.53 -7.56 -7.59
Investment in OFA -6.50 -6.50) -6.50 -6.50 -6.50 -6.50 -6.50 -6.50)
Investment in WC -3.46 -4.13 -3.01 -0.97 -1.00 -1.03 -1.06 -1.09
Investment in Goodwiill -5.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Free cashflows 16.69 9.13 11.01 13.52 13.99 14.47 14.97 15.49 138.91
Value operating business (due date) 139.38  143.07
Net present value explicit FCF 64.34 61.12
Net present value Terminal Value 75.04 81.94 Risk free rate 1.3%
Net debt 36.17 31.34 Market risk premium 5.5%
Value of equity 103.21  111.73 Beta 1.79
Minority interests -0.45 -0.48 Cost of equity 11.1%
Value of share capital 102.76  111.24 Target weight 75.0%
Shares outstanding in million 7.18 7.18 Cost of debt 5.0%
Fair value per share in EUR 14.32m Target weight 25.0%
Taxshield 28.7%
WACC 9.2%
WACC

8.6% 89% 92% 95% 9.8%
75% 1589 15.19] 14.55 13.97] 13.43
7.8% 16.42] 1569 15.03] 14.42] 13.86
8.0% 16.96 16.20@] 14.87] 14.28
83% 17.49 16.70| 15.98] 15.31] 14.71
85% 18.03) 17.20] 16.45| 15.76] 15.13

Raturn on Capital
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ANNEX

Section 1 Disclaimer and exclusion of liability

This document is intended solely for information purposes. All data and information in this study come from sources that GBC regards
as reliable. In addition, the authors have taken every care to ensure that the facts and opinions presented here are appropriate and
accurate. Nevertheless, no guarantee or liability can be accepted for their correctness — whether explicitly or implicitly. In addition, all
information may be incomplete or summarised. Neither GBC nor the individual authors accept liability for any damage which may arise
as the result of using this document or its contents, or in any other way in this connection.

We would also point out that this document does not constitute an invitation to subscribe to nor to purchase any securities and must not
be interpreted in this way. Nor may it nor any part of it be used as the basis for a binding contract of any kind whatsoever, or be cited as
a reliable source in this context. Any decision relating to the probable offer for sale of securities for the company or companies
discussed in this publication should be taken solely on the basis of information in the prospectuses or offer documents which are issued
in relation to any such offer.

GBC does not provide any guarantee that the indicated returns or stated target prices will be achieved. Changes to the relevant
assumptions on which this document is based can have a material impact on the targeted returns. Income from investments is subject
to fluctuations. Investment decisions should always be made with the assistance of an investment advisor. This document cannot
replace the role of an advisor.

Sale outside the Federal Republic of Germany:

This publication, if sold in the UK, may only be made available to those persons who, in the meaning of the Financial Services Act 1986
are authorised and exempt, or persons as defined in section 9 (3) of the Financial Services Act 1986 (Investment Advertisement)
(Exemptions) Decree 1988 (amended version) and must not be transmitted directly or indirectly to other persons or

groups of persons.

Neither this document nor any copy of it may be taken into, transferred to or distributed within the United States of America or its
territories and possessions. The distribution of this document in Canada, Japan or other jurisdictions may be restricted by law, and
persons who come into possession of this publication should find out about any such restrictions and respect them. Any failure to
respect these restrictions may represent a breach of the US, Canadian or Japanese securities laws or laws governing another
jurisdiction.

By accepting this document you accept all disclaimers of liability and the restrictions cited above.

You can find the details of this disclaimer/exclusion of liability at:
http://www.gbc-aq.de/de/Disclaimer.htm

Legal information and disclosures as required by section 34b para. 1 of Securities Trading Act (WpHG) and Financial Analysis
Directive (FinAnV)

This information can also be found on the internet at the following address::
http://www.gbc-ag.de/de/Offenlegung.htm

Section 2 (I) Updates
A detailed update of the present analysis/analyses at any fixed date has not been planned at the current time. GBC AG reserves the
right to update the analysis without prior notice.

Section 2 (Il) Recommendation/ Classifications/ Rating

Since 1/7/2006 GBC AG has used a 3-level absolute share rating system. Since 1/7/2007 these ratings relate to a time horizon of a
minimum of 6 to a maximum of 18 months. Previously the ratings related to a time horizon of up to 12 months. When the analysis is
published, the investment recommendations are defined based on the categories described below, including reference to the expected
returns. Temporary price fluctuations outside of these ranges do not automatically lead to a change in classification, but can result in a
revision of the original recommendation.
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The recommendations/ classifications/ ratings are linked to the following expectations:

BUY The expected return, based on the derived target price, incl. dividend payments within the rel
10 %.
The expected return, based on the derived target price, incl. dividend payments within the rel
HOLD
10 % and < + 10 %.
SELL The expected return, based on the calculated target price, incl. dividend payments within the
<=-10 %.

GBC AG's target prices are determined using the fair value per share, derived using generally recognised and widely used methods of
fundamental analysis, such as the DCF process, peer-group benchmarking and/or the sum-of-the-parts process. This is done by
including fundamental factors such as e.g. share splits, capital reductions, capital increases, M&A activities, share buybacks, etc.

Section 2 (lll) Past recommendations
Past recommendations by GBC on the current analysis/analyses can be found on the internet at the following address:
http://www.gbc-ag.de/de/Offenlegung.htm

Section 2 (IV) Information basis

For the creation of the present analysis/analyses publicly available information was used about the issuer(s) (where available, the last
three published annual and quarterly reports, ad hoc announcements, press releases, share prospectuses, company presentations,
etc.) which GBC believes to be reliable. In addition, discussions were held with the management of the company/companies involved,
for the creation of this analysis/these analyses, in order to review in more detail the information relating to business trends.

Section 2 (V) 1. Conflicts of interest as defined in section 34b para. 1 of the Securities Trading Act (WpHG) and Financial
Analysis Directive (FinAnV)

GBC AG and the analysts concerned hereby declare that the following potential conflicts of interest exist for the company/companies
described, at the time of this publication, and in so doing meet the requirements of section 34b of the Securities Trading Act (WpHG). A
detailed explanation of potential conflicts of interest is also listed in the catalogue of potential conflicts of interest under section 2 (V) 2.

In relation to the security or financial instrument discussed in this analysis the following possible conflict of interest exists:
(5a; 5b;11)

section 2 (V) 2. Catalogue of potential conflicts of interest

(1) GBC AG or a legal person connected to them holds shares or other financial instruments of this company at the time of publication.
(2) This company holds over 3 % of the shares in GBC AG or a legal person connected to them.

(3) GBC AG or a legal person connected to them is a market maker or designated sponsor for the financial instruments of this company.
(4) GBC AG or a legal person connected to them has, over the previous 12 months, organised or played a leading role in the public
issue of financial instruments for this company.

(5) a) GBC AG or a legal person connected to them has over the last 12 months agreed to create research reports for this company in
return for payment. As part of this agreement the issuer was shown the draft of this analysis (excluding the evaluation section) prior to
publication.

(5) b) After receiving valid amendments by the analysed company, the draft of this analysis was changed.

(6) a) GBC AG or a legal person connected to them has over the last 12 months agreed with a third party to create research reports
about this company in return for payment. As part of this agreement the issuer was shown the draft of this analysis (excluding the
evaluation section) prior to publication.

(6) b) After receiving valid amendments by the third party, the draft of this analysis was changed.

(7) The analyst responsible for this report holds shares or other financial instruments of this company at the time of publication.

(8) The analyst responsible for this company is a member of the company's Executive Board or Supervisory Board.

(9) The analyst responsible for this report received or purchased shares in the company analysed by said analyst, prior to the time of
publication.

(10) GBC or a related legal party has closed an agreement with the underlying company regarding consulting services during the
previous 12 months.

(11) GBC or a related legal party has a significant financial interest in the analysed company, for example to get mandated by the
analysed company or to provide any kind of services (like the organization of fair, roundtables, road shows etc.).
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Section 2 (V) 3. Compliance

GBC has defined internal regulatory measures in order to prevent potential conflicts of interest arising or, where they do exist, to declare
them publicly. Responsibility for the enforcement of these regulations rests with the current Compliance Officer, Markus Lindermayr,
Email: Klebl@gbc-ag.de

Section 2 (VI) Responsibility for report

The company responsible for the creation of this/these analysis/analyses is GBC AG, with registered office in Augsburg, which is
registered as a research institute with the responsible supervisory authority (Federal Financial Supervisory Authority or BaFin, Lurgiallee
12, 60439 Frankfurt, Germany).

GBC AG is currently represented by its board members Manuel Hélzle (Chairman), Jérg Grunwald and Christoph Schnabel.

The analysts responsible for this analysis are:
Felix Gode, CFA, Dipl. Wirtschaftsjurist (FH), Vice Chief Financial Analyst
Cosmin Filker, Dipl. Betriebswirt (FH), Financial Analyst

Other person involved:
Joérg Grunwald, Chairman

Section 3 Copyright

This document is protected by copyright. It is made available to you solely for your information and may not be reproduced or distributed
to any other person. Any use of this document outside the limits of copyright law shall, in principle, require the consent of GBC or of the
relevant company, should the rights of usage and publication have been transferred.

GBC AG

HalderstraBe 27

D 86150 Augsburg

Tel.: 0821/24 11 33-0

Fax.: 0821/24 11 33-30
Internet: http://www.gbc-ag.de

E-Mail: compliance@gbc-ag.de
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