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Sales and EBIT decline in 1Q19 — FY19 growth expectations are backend-loaded

Francotyp-Postalia Holding’s (FP) had a mixed start to the year. 1Q19 figures are
characterized by moderate sales decline (more selective approach in the unprofitable
Mail Services business) and somewhat lower profitability (among others due to the
ramp-up of the new business fields and the JUMP implementation). As the company
had indicated the business in FY19 being backend-loaded (due to the market introduction of
the PostBase Vision, the ramp-up of FP Sign and IoT gateway solutions as well as the
increase in postage in Germany), this performance does not come as a big surprise.
FP confirmed its FY19 guidance of strongly increasing revenues and a strong increase
in EBITDA (adjusted for JUMP expenses).

Despite uncertainties regarding the ramp-up speed of the new business activities,
we consider FP with a P/E 20E of approx. 5x and an EV/EBIT 20E multiple of 5.3x as
undervalued and confirm our Buy rating.

EUR mn 1Q18 2Q18 3Q18 4Q18 FY18| 1Q19E 1Q19rep. FY19E
Sales 53.0 51.8 49.5 49.9 204.2 51.3 52.1 223.1
Change yoy (%) -4.5 5.8 0.1 -4.9 -1.0 -3.2 -1.7 9.3
EBITDA 7.4 5.3 4.2 0.1 171 7.2 6.9 25.8
Margin (%) 14.1 10.3 8.6 0.1 8.4 14.0 13.3 11.6
Change yoy (%) -10.3 20.9 -38.7 -99.2 -35.1 -3.8 -6.7 51.4
EBIT 3.2 1.0 0.0 -4.5 -0.3 2.7 1.3 7.8
Margin (%) 6.0 2.0 0.1 -9.0 -0.1 52 2.6 3.5
Change yoy (%) -8.1 n.a. -98.7 n.a. -103.7] -15.8 -57.5 n.a.
EBIT adj. 3.4 1.7 0.5 21 7.7 3.1 2.2 10.8
Margin (%) 6.3 34 1.1 4.2 3.8 6.0 4.3 4.9
Change yoy (%) -2.3 n.a. -75.5 -5.6 6.6 -8.9 -33.3 40.1
EBT 34 1.5 0.1 -3.7 1.3 2.6 1.8 7.5
Change yoy (%) -0.1 n.a. -94.2 n.a. -82.3 -23.5 -45.8 501.8
Net inc. after min. 2.2 1.0 0.1 -2.3 0.9 1.7 1.2 5.0
Change yoy (%) -0.1 n.a. -93.5 n.a. -80.7 -22.4 -44.9 459.2

Source: Company data, Baader Helvea Equity Research

= With EUR 52.1mn, 1Q19 sales were slightly lower than in 1Q18. On the one hand,
the company saw support from positive FX effects (EUR 0.9mn) and the gradual ramp-up
of the new activities (loT gateways, FP Sign and the discoverFP portal). On the other hand,
FP’s product business was only stable excl. FX effects, as the new generation of
franking machines (PostBase Vision) will be gradually introduced in FP’s core markets
(following the approval from postal authorities). The product start is planned for mid-2019
in the U.S. and for 2H19 in several European markets. Therefore, product sales in 2019
will be backend loaded. The sales decline was related to the Mail Services business
(-16% to EUR 14.4mn), as FP is still in the process of phasing out unprofitable business before
increasing sales with higher margin projects (supported as well by the postage increase).

m As the company’s JUMP measures are still in an early stage of implementation, FP did not
benefit from cost savings in 1Q19, but still suffered from necessary implementation charges
(EUR 0.9mn additional expenses in 1Q19) and the ramp-up of new the business activities.
EBITDA therefore declined by 6.7% vs. the very high 1Q18 level to EUR 6.9mn. The decline
in EBIT (-57.5% to EUR 1.3mn) was even more pronounced due to higher depreciations.
While the FCF in 1Q19 was positive (EUR 2.9mn vs. EUR 2.6mn in 1Q18), net debt
increased by to EUR 27.9mn (31-Dec-2018: EUR 18.1mn) due to the application of IFRS 16.

Valuation ratios

EUR mn 2017 2018 2019E 2020E CAGR (%) X 2017 2018 2019E 2020E
Sales 206.3 204.2 223.1 238.1 4.9 EV/Sales 0.2 0.5 0.5 0.4
EBIT adj. 7.3 7.7 10.8 18.1 35.7 EV/EBIT adj. 5.0 12.4 9.5 5.3
EPS adj. (EUR) 0.29 0.38 0.43 0.72 36.1 P/E adj. 17.9 9.9 8.2 4.9

Source: Company data, Baader Helvea Equity Research

Important Disclosures: Please follow the hyperlink embedded in this document’s Disclaimer and read
the information contained in Sections A-F, as well as country specific information contained in Section G.
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Key data
FY 31 Dec. 2015 2016 2017 2018 2019E 2020E
Share data
EPS reported (EUR) 0.22 0.36 0.29 0.05 0.31 0.72
EPS adjusted (EUR) 0.22 0.36 0.29 0.38 0.43 0.72
Dividend (EUR) 0.12 0.16 0.12 0.03 0.15 0.25
Book value (EUR) 2.18 2.24 2.03 2.04 2.31 2.89
Free cash flow (EUR) -0.09 0.28 0.36 0.58 -0.57 0.53
Avg. no. of shares (mn) 16.2 16.1 16.2 16.3 16.3 16.3
Market cap. (avg./current; EUR mn) 70.5 67.8 84.6 61.3 57.5 57.5
Enterprise value (EUR mn) 107.9 104.7 36.0 96.2 102.7 96.2
Valuation
P/E adj. (x) 19.8 11.7 17.9 9.9 8.2 4.9
P/BV (x) 2.0 1.9 2.6 1.8 1.5 1.2
FCF/EV (%) -1.5 4.9 65.8 10.2 -9.0 9.0
FCF yield (%) (FCF/Mcap.) -2.0 6.7 6.8 15.3 -16.0 15.1
Dividend yield (%) 2.7 3.8 2.3 0.8 4.2 71
EV/Sales (x) 0.6 0.5 0.2 0.5 0.5 0.4
EV/EBITDA adj. (x) 4.0 3.8 1.4 3.8 3.6 25
EV/EBIT adj. (x) 12.0 10.7 5.0 12.4 9.5 5.3
EV/CE (x) 1.1 1.1 0.4 1.1 1.1 1.0
ROCE/WACC adj. (x) 1.2 1.3 1.0 1.1 1.5 2.3
Key company data
Sales growth (%) 12.2 6.2 1.7 -1.0 9.3 6.7
EBITDA adj. growth (%) 16.1 1.6 -3.3 -4.7 15.0 31.2
EBITDA adj. margin (%) 14.0 13.4 12.8 12.3 12.9 15.9
EBIT adj. margin (%) 4.7 4.8 3.5 3.8 4.9 7.6
Net adj. margin (%) 1.9 2.9 2.3 3.0 3.1 4.9
Free cash flow margin (%) -0.8 22 2.8 4.6 -4.1 3.6
Payout ratio (%) 54.7 43.9 42.0 54.6 48.8 34.6
Gearing (%) (net debt/equity) 57.9 55.0 59.0 56.7 75.9 47.2
Net debt/EBITDA (x) 0.8 0.7 0.7 1.1 1.1 0.6
Equity ratio (x) (equity/total assets) 22.6 215 19.4 20.0 213 25.1
Capital employed (EUR mn) 94.0 94.0 85.2 86.9 96.1 99.9
ROCE adj. (%) 9.6 10.4 8.5 8.9 11.3 18.1
Income statement (EUR mn)
Turnover 191.1 203.0 206.3 204.2 223.1 238.1
EBITDA 26.8 27.2 26.3 171 25.8 37.8
EBITDA adj. 26.8 27.2 26.3 25.1 28.8 37.8
EBIT 9.0 9.7 7.3 -0.3 7.8 18.1
EBIT adj. 9.0 9.7 7.3 7.7 10.8 18.1
EBT 7.7 9.6 71 1.3 7.5 17.4
Net profit after minorities 3.5 5.9 4.6 0.9 5.0 11.8
Net profit adj. 3.5 5.9 4.6 6.2 7.0 11.8
Balance sheet (EUR mn)
Non-current assets 14 10 15 17 19 19
thereof goodwill 8 8 8 10 10 10
Current assets 67 83 87 79 84 93
Total assets 156 167 170 167 177 187
Shareholders' equity 35 36 33 33 38 47
Total equity and liabilities 156 167 170 167 177 187
Net debt 20 20 19 19 29 22
Cash flow (EUR mn)
Cash flow from operations 18.6 221 21.3 31.0 13.3 30.0
of which change in working capital 1.6 5.9 -2.7 -4.6 8.5 1.7
Cash flow from investments -20.1 -17.6 -15.5 -21.7 -22.5 -21.3
of which investment in fixed assets 20.2 16.9 15.5 18.2 21.5 213
Free cash flow -1.4 4.6 5.8 9.4 -9.2 8.7
Dividends paid -2.6 -1.9 -2.6 -1.9 -0.5 24
Cash flow from financing activities 24 -0.7 1.1 -10.2 29 -5.9
Change in cash position 1.0 3.8 6.9 -0.9 -6.3 2.7

Source: Company data, Baader Helvea Equity Research
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Disclaimer

Baader Bank AG, Weihenstephaner Strasse 4, 85716 Unterschleissheim, Germany
Baader Helvea AG, Talstrasse 9, 8001 Zurich, Switzerland
Baader Helvea Limited, 5 Royal Exchange Buildings, London EC3V 3NL, United Kingdom

Baader Bank AG is the parent company of Baader Helvea AG and/or Baader Helvea Limited. Baader Bank AG, Baader Helvea AG and
Baader Helvea Limited are collectively referred to as “Baader Helvea Group Europe Companies” below, and each of them is referred
to separately as a “Baader Helvea Group Europe Company”. Baader Bank AG and its subsidiaries and affiliates,
including Baader Helvea AG and Baader Helvea Limited, are collectively referred to below as the “Group Companies”.

All estimates and opinions included herein represent the independent judgment of the analyst(s) named in the Research Document as
of the date of publication of this Research Document.

This Research Document was completed at 09:06 AM (CEST) on 16-05-2019.

The relevant Baader Helvea Group Europe Company reserves the right to modify the views expressed herein at any time without notice
and the right not to update this information and to discontinue coverage of the company that is the subject of this
Research Document without notice. No representation or warranty, express or implied, is made as to the accuracy, completeness or
fairness of the information and opinions contained in this document. Neither the Group Companies, any of their authorized
representatives or employees nor any other person accepts any liability whatsoever for any loss arising from any use of this
Research Document or its contents or otherwise arising in connection therewith.

Please note the information on the preparation of this document, the important notice, the advice regarding possible conflicts of interests,
and the mandatory information required by Art. 20 of the Regulation (EU) No 596/2014 of 16 April 2014 and the Commission Delegated
Regulation (EU) 2016/958 of 9 March 2016 and pursuant to Art. 34, 36 and 37 of the Commission Delegated Regulation (EU)
No 2017/565 of 25 April 2016 and other applicable rules under http://www.baaderbank.de/disclaimer _research.html.

A list of all of our Research Documents on any financial instrument or issuer that were disseminated during the preceding
12-month period is available to our clients under http://www.baaderbank.de/disclaimer_research.html.
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