ValueTrack | Fash Note post 10M19results | 10 December 2019

Neodecortech Spa
Sector: Décor surfaces «VALU ETRACK

Analyst

Closer to MTA translisting

+39 02 80886654

marco.greco@value-track.com

Neodecortech (NDT) designs, produces and commercialises décor Fair Value (€) 5.20
paper, finish foils, melamine films, and luxury vinyl tiles with the Market Price (€) 3.48
mission of enriching any surface with a distinctive Italian flair Market Cap. (€m) 45.6
10M19 results: pushing on business development KEY FINANCIALS (€m)  2018A 2019E  2020E
Neodecortech released 10M19 key financial figures, underlying a top line REVENUES 1834 1864 1497
rebound vs. the weak 1H19 and a good control of operating costs ex raw EEMDA () 7.7 171 19.0
materials which are starting back to increase at BEG level. EBIT () 10.6 8.8 10.5
Consolidated revenues amounted to €115.7mn at 10M19 vs. €111.5mn in the NET PROFIT () 6.0 5.2 6.3
same period of 2018, up by +3.8% YoY. Indeed, paper mill production site EQuITY 58.6 61.7 66.1
has been closed for three weeks mainly due to weather problems. Reported NET FIN. POS. -443 415 875
EBITDA came to €13.9mn vs. €14.4mn in 10M18. Profitability numbers EPS ADJ. (€) 0.46 0.47 0.52
should be positively read, given the record year achieved in 2018 by BEG, DPS () 0.15 0.15 0.18

unrepeated however in 2019 due to the increase in raw materials. Source: NDT (historical figures), Value Track (estimates)

Not taking into account €0.5mn non-recurring costs related to MTA () 2018A-19E after stock grant charges (see pag. 3)
translisting process and €0.7mn non-monetary impact of the 2017-2020

Stock Grant Plan, we calculate Adjusted EBITDA at €15.1mn, (-2.3% YoY), HATIOS & MUEHIFEES 01BAT S 20108 1 20208

. . . EBITDA MARGIN (%)(* 13.3 12.6 12.7
and Adj. Net Profit at €5.0mn (-21.7% YoY, stable if we consider the €1.4mn Y
higher D&A charges 10M19 vs. 10M18). EBIT MARGIN (6)() 79 65 70
. . .. NET DEBT / EBITDA (x)(* 25 2.4 2.0
Despite €6.5mn investment and €2mn dividends cash out, the Net Y
Financial position stood at €43.4mn vs. €44.3mn as at 2018-year end. NET DEBT / EQUITY (%) I o7 o
EV/EBITDA (x)(*) 5.1 5.1 4.4
. . EV/EBIT (x)() 8.6 9.9 8.1
Fine tuning of our 2019E-2020E forecasts
P/E ADJ. (X) 6.9 7.4 6.7
We are fine tuning our 2019E-2020E estimates. 2019E Top line and Adj. P/BY ) v o o

EBITDA have been revised downwards by 2.6% and 3.2% respectively. Net

. . .. . . Source: NDT (historical figures), Value Track (estimates)
Financial position is expected to improve further at €41.5mn 2019E.

(*) 2018A-19E after stock grant charges (see pag. 3)
As far as 2020E is concerned, Neodecortech has announced the roll out of

new products, cutting edge in terms of market proposition and innovation, STOCK DATA

and major upgrade of both the PPLF (Plastic Printed Laminated Film) and

FAIR VALUE (€) 5.20
Plastic Laminates plants.

MARKET PRICE (€) 3.48

SHS. OUT. (m) 13.1
Fair Value at €5.20 unchanged MARKET GAP. (€r) 155
We keep unchanged our fair valuation at €5.20 per share implying fair 1.1x FREE FLOAT (%) 36.1
P/BV and 6.0x Adj. EV/EBITDA 2020E multiples. AVG. 20D VOL. (000) Aaos
If we consider the exercise of stock grant plan as already finalized (as of end RIC / BBG NDT.MI / NDT IM
of July 2019 NDT officially launched the project to move to MTA), some 52 WK RANGE 5.90-4.50
690k additional shares are to be issued and fair value p.s. would become Source: Stock Market Data

€4.94.
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Business Description Shareholders Structure

Neodecortech is a leading manufacturer of decorative surfaces (mostly
paper but more recently also plastic) to be employed in the interior design
industry and in the flooring one.

More in details Neodecortech is involved in the design, development,

production, and commercialisation of décor paper printing, finish foils,
melamine films, and Plastic Films. The vision of the Group is that of

enriching any surface with a distinctive Italian Flair. ¥ Valentini Family Free float
Source: Neodecortech SpA
Key Financials Sales breakdown by Business Unit
€mn 2017A 2018A 2019E 2020E
Total Revenues 127.7 133.4 136.1 149.7
Chg. % YoY 10.5% 4.4% 21% 10.0%
Reported EBITDA (*) 14.2 17.7 17.1 19.0 43.6%
Reported EBITDA Margin 11.1% 13.3% 12.6% 12.7%
Reported EBIT (*) 7.9 10.6 8.8 10.5 22.0%
Reported EBIT Margin 6.2% 7.9% 6.5% 7.0%
Reported Net Profit (*) 41 6.0 5.2 6.3 e P Do oY Pvsten
Chg. % YoY -8.8% 48.4% -14.6% 22.7% Source: Neodecortech SpA
Net Fin. Position -46.9 -44.3 -41.5 -37.5 Sales breakdown by geography
Net Fin. Pos. / EBITDA (x) 3.3 2.5 2.4 2.0
8.3%
Capex -7.6 -6.5 -8.5 -9.0
OpFCF b.t. 2.9 10.3 6.8 10.2
OPFCF b.t. as % of EBITDA 203%  58.0%  40.0%  54.0% 4
Source: Company SpA (historical figures), Value Track (estimates)
ltaly ® Europe RoW

() 2018A-19E figures after stock grant charges (see pag. 3)
Source: Neodecortech SpA

Investment case Stock multiples @ €5.20 Fair Value

2019E 2020E

Strengths / Opportunities
¢ High flexibility granted by vertical integration; EV/SALES () 0.81 0.72
. . N . EV / EBITDA ADJ.
¢ Strong attention to quality and design innovation; ) 6.0 57
] ) EV / EBIT ADJ. (x) 10.9 8.0
¢ Full ownership of production plants;
EV / CAP.EMP. (x) 11 1.0
¢ Approach to clients based on co-design / strong partnerships. OPFCF Yield (%) 6.0 05
Weaknesses / Risks P /E ADJ. (x) 11.0 10.0
¢  Much lower size if compared to German competitors; P /BV (x) 1.1 1.1
¢ Limited financial flexibility due to higher-than-targeted leverage; Div. Yield. (%) 2.9 3.4
+ Exposure to a very restricted number of customers as well as suppliers. Source: Value Track
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10M19 figures at a glance

Neodecortech Group: Main Financials 10M18 and 10M19

€mn 10M18
Revenues from Sales 109.6
Total Revenues i.e. V.o.P. 111.7
EBITDA 14.4
EBITDA Adij. 15.4
Net Profit 5.2
Net Profit Adj. 6.4
Net Financial Position -52.4

Source: Neodecortech, Value Track Analysis

New vs. old 2019E-20E estimates

Neodecortech: New vs. Old 2018E-19E forecasts

2019E
€mn Old New
Group Revenues from Sales 137.1 133.1
Total Group Revenues 139.8 136.1
EBITDA Adj. (bef. stock grant charge) 19.0 18.4
EBITDA Rep. (aft. stock grant charge) 17.3 171
EBIT 8.9 8.8
Net Profit 5.2 5.2
Adj. Net Profit 6.6 6.2
OpFCF after tax 5.7 5.4
Net Financial Position (*) -42.8 -41.5

Source: Value Track analysis
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Change
-2.9%
-2.6%
-3.2%
-1.2%
-1.1%
-1.5%

-6.0%

1.3

10M19
113.0
115.7
13.9
15.1
3.8
5.0
-43.4

Oid
149.7
151.7

19.7

19.7

6.8

7.4

8.6

-38.8
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2020E

Change YoY (%)
3.1%

3.6%

-3.7%

-2.3%

-26.8%

-21.7%

n.m.

New Change
147.7 -1.3%
149.7 -1.3%
19.0 -3.6%
19.0 -3.6%
10.5 -5.4%
6.3 -7.1%
6.9 -6.6%
8.6 0.0
-37.5 1.3

() Not including a €1.7mn financial receivable from the non-listed parent company
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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. NEODECORTECH S.P.A. (THE “COMPANY”) IS /
HAS BEEN IN THE PAST A RESEARCH CLIENT OF VALUE TRACK S.R.L. HOWEVER THIS DOCUMENT HAS BEEN PRODUCED
INDEPENDENTLY OF AND ITS SHAREHOLDERS, AND 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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