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A solid set of TH19 results. On 19 September, Notorious reported 1H19 results (adopting
IFRS16), which were positive and in line with our expectations for double-digit top-line
growth. Sales performed well, up 16% YoY, and sustained by a very strong performance
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at the theatrical business (film distribution), which increased 28% YoY despite the tough a

comparison with TH18 (up 174% on 1H17). At profitability level, the company reported a 40

weaker performance (EBITDA margin of 29.6% compared to 37.3% in 1H18) due to two e

main factors: (i) production of the fim “Love. Wedding. Repeat.” was booked as “work- bt _

in-progress” worth Eué.5mn whereas the margin will be booked in 2H19 when the film 3 v \"\w/'\ A
should be complete and delivered to Netflix; and (i) margin dilution from the distribution 26 v

of the proprietary library (higher margin) together with the third-party library (lower % N s M wm e s
margin) worth Eu5.5mn in revenues overall. EBITDA was therefore down 8% YoY to NOTORIOUS PICTURES

Eu7.3mn (IFRS16 impact 0.2mn), but EBIT was Eu3.8mn, up 12% YoY. Finally, net debt was NOTORIOUS PICTURES Rol. to BCI Index (Reb.)

Eu5.2mn, adversely affected by the Eué6.5mn financing related to production of “Love.
Wedding. Repeat” (movie to be sold to Netflix) and also by the impact of the adoption
of IFRS16 (Eu5.3mn); we note that NFP as at YE18 was positive for Eu3.4mn.

The company provided encouraging indications on FY19 results, which will benefit from
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all the business developed throughout the year and has a 9-movie pipeline for 2H19,
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Cinema, the company announced that a second multiplex in Rovigo will open in 109% 91%
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NOTORIOUS PICTURES - KEY FIGURES

PROFIT & LOSS (Eu mn)

PER SHARE DATA (Eu)

CASH FLOW (Eu mn)

BALANCE SHEET (Eu mn)

ENTERPRISE VALUE (Eu mn)

RATIOS(%)

GROWTH RATES (%)

* Excluding extraordinary items

Source: Intermonte SIM estimates
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Interim Results

In TH19:
L]

Sales at €24.7mn, up 16% YoY, as expected

EBITDA at €7.33mn (including €0.2mn due to IFRS16 adoption) compared to Eu8.0mn in
TH18.

EBIT at €3.8mn (-€0.1mn due to IFRS16 adoption)
Net profit at €2.6mn
Net debt at €5.2mn vs net cash at YE18 of €3.4mn (€5.3mn due fo IFRS16 adoption)

The company performed well at the top line with a great Theatrical contribution, up 28% on a
strong 1H18. Pay TV increased strongly by 50% YoY, and library distribution brought in €5.5mn.
Executive production did not contribute to the overall result in the period but is expected to
generate revenues in 2H19.

The 1H19 EBITDA Margin was affected by the dilutive effect of (i) €5.5mn in revenues from third-
party library distribution, a business characterised by lower margins; and (i) €6.5mn booked for
production in progress, for which the full margin, together with the related fiscal incentive, will be
booked at the conclusion of the contract itself, and therefore, presumably, in 2H19.

Notorious Pictures — Interim Results

Interim Results TH18A TH19A YoY

Rev enue from sales 19.104 24.100 26%

Value of production 21.322 24.748 16%

Value Added 8.984 10.505 17%

Labour costs (1.028) (3.174)

EBMDA 7.96 7.33 -8%
margin % 37.3% 29.6%

DA (4.536) (3.512)

EBIT 3.420 3.820 12%
margin % 16.0% 15.4%

Net fin. income/(expense) (0.010) (0.078)

Pretax Profit 3.410 3.742 10%

Taxes (0.374) (1.082)

Tax Rate (11.0%) (28.9%)

Net profit 3.036 2.660 -12%

Source: Company data

Main recent newsflow

On 10t September, the company announced the signing of two new commercial
accords with Sky Italia for the concession of television and distribution rights: one is for
the FTA channel and includes 14 items, while the second involves the PayTV-SVOD
channel and covers 700 library items. The average duration of the concessions is 4 years.
The total value of the accords, to be booked in 2019, is Eu7.45mn. The accords further
strengthen an already solid relationship between Notorious and Sky Italia.

On 26t August, the company announced the sale to Netflix of the exclusive international
rights on the romantic comedy film “Love. Wedding. Repeat”. The fiimis a co-production
between Notorious Pictures and Tempo Production Ltd. The accord covers exploitation
of all rights for the next 25 years. The fim should be delivered to Nefflix in 4Q19 and
Notorious should book a margin exceeding Eudmn. From a financial standpoint, Nefflix is
expected to pay the bulk of this contract in 2020, while Notorious should cash in the
remaining amount in 2021.

Notorious has a significant film pipeline ahead: the latest film premiére (26 September) is
“Rambo - Last Blood", while on the last day of the year “Playmobil The Movie" will make
its debut. Overall, 9 new film releases are scheduled in 2H19, a much stronger
programme thanin 2H18.
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Notorious Pictures — Some of the next films for distribution

VIVERE PR uigkTE 5 MORIAR)

s v A L/o n &

LaST BLOOD

DAL 26 SETTEMBRE AL GINEMA

PLAYMOBIL THE MOVIE Jubpy LIGHT OF MY LIFE SCARY STORIES TO TELL IN THE
DARK

RAMBO LAST BLOOD DAL 31 DICEMBRE AL CINEMA PROSSIMAMENTE AL CINEMA DAL 7 NOVEMBRE AL CINEMA

DAL 26 SETTEMBRE AL CINEMA DAL 24 OTTOBRE AL CINEMA

Source: Company data

e On 19t September, the Multiplex located at the Viale Sarca shopping centre between
Milan and Sesto San Giovanni was inaugurated after a complete renovation. IGD group,
owner of the shopping cenfre and multiplex cinema, took an active role in the cinema
redevelopment process. The complex was completely refurbished in the summer using
an innovative format that offers the highest technical audio and video standards, the
highest levels of comfort in regard to seating, care and cleanliness of auditoriums, and
a computerised, automated ticketing area. The multiplex has ten screens and covers
5,536 square meters. Eco-sustainability has been central to the redevelopment of the
entire complex.

e In November, Notorious Cinemas will open a second multiplex in Rovigo, close to La
Fattoria shopping maill. This opening completes the plan for 2019.



Changes to estimates

We are updating our estimates to take info account a stronger expected performance in 2H19,
mainly driven by the sale to Netflix of the film “Love. Wedding. Repeat.” (expected to generate a
margin exceeding Eu3mn) but also thanks to a solid programming pipeline. For 2020 and 2021, we
are implementing a more limited revision of the core business forecasts, pending greater visibility.
On top of that, we are consolidating the contribution from Notorious Cinema in our estimate
model, as explained in more detail below.

From a financial standpoint, we note that “Love. Wedding. Repeat.”, which is in production,
should be delivered to Nefflix in 4Q19. Netflix is expected to pay off the bulk of this contract in
2020, while Notorious should cash in the remaining amount in 2021.

Changes to estimates

(Eu mn) 2018A 2019E 2020E 2021E
Value of production new 31.53 42.82 55.45 64.23
Value of production old 39.30 41.70 43.70
% change 9.0% 33.0% 47.0%
% YoY 36% 29% 16%
EBTDA new 11.12 14.92 15.66 17.40
EBITDA old 13.63 14.41 15.02
% change 9.5% 8.7% 15.8%
% YoY 34% 5% 1%
EBT new 4.15 7.64 7.85 8.97
EBIT old 6.63 7.20 7.59
% change 15.3% 9.1% 18.2%
% YoY 84% 3% 14%
Pretax profit new 4.12 744 7.86 9.00
Pretax profit old 6.64 7.21 7.62
% change 12.1% 9.1% 18.2%
% YoY 81% 6% 15%
Net profit new 4.15 6.55 6.84 7.74
Net profit old 5.91 6.27 6.55
% change 10.9% 9.1% 18.2%
% YoY 58% 4% 13%

Source: Infermonte SIM

P&L NOTORIOUS 2018A 2019E 2020E 2021E
Rev enue from Notorious Pictures 28.0 40.5 42.3 43.8
Rev enues from Notorious Cinema - 2.3 9.9 19.4
Total Revenues 31.5 42.8 55.5 64.2
EBITDA Notorious Pictures 11.1 14.8 14.9 15.5
margin % 41.4% 41.0% 41.0% 41.0%
EBITDA Notorious Cinema - 0.1 0.8 1.9
margin % 0.00% 5.00% 8.00% 10.00%
TOTAL EBTDA 1a 14.9 15.7 17.4
margin % 35.26% 34.85% 28.24% 27.08%

® ' Intermonte
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Notorious Cinemas

On 9th January 2019, Notorious announced that the group would enter the business of managing
cinemas in Italy via the formation of Notorious Cinemas Srl, a wholly-owned subsidiary; the stated
aim was management of 20 multiplex cinemas and sales of 5 million tickets by 2023. Notorious
anticipates financing the launch of this business through existing liquidity and bank financing.

Notorious says the cinemas will be managed exclusively through rental contracts, and there will
be no need fo raise capital to fund the investment given the favourable working capital profile in
the industry. The project looks highly promising thanks to the involvement of Andrea Stratta, who
boasts around 20 years’ experience as CEO of UCI Cinemas Italy Group, during which time he
created the largest network of multi-screen cinemas in the country. The development plan targets
5mn annual cinemagoers in the final year; based on our preliminary estimate, this franslates into
furnover of around Eu40-45mn, considering box office and food & beverage revenues.

The new business should benefit from:
(1) specific fiscal incentives;

(2) lower rental costs compared to the current market average (rents were previously higher
because of real estate market conditions and higher competition);

(3) state-of-the-art auditoriums as judged on seat comfort and video/audio experience, which
are key to maintaining the excitement of the out-of-the-home experience versus home video
consumption;

(4) M&A opportunities, given the highly fragmented nature of the industry; these have not been
factored into the company's business plan.

Notorious Cinema - Estimates to 2022

2019 E 2020 E 2021 E 2022 E
Newly Opened Cinemas 2 4 4 4
Cinemas YE 2 6 10 14
Av g Screens per Cinema 8 6 7 7
Total Screens 16 40 68 96
Av g Seafts per Screen 150 150 150 150
Seats Initial 2,400 6,000 10,200
Seats Final 2,400 6,000 10,200 14,400
Seats Av erage 1,000 4,200 8,100 12,300
Occupancy ratio (ticket per seat 280 280 280 280
Tickets 280,000 1,176,000 2,268,000 3,444,000
Av erage Price 6.3 6.4 6.5 6.6
Box office revenues 1,764,000 7,519,932 14,720,267 22,688,293
Barrev enue per ticket 2.0 2.0 2.1 2.1
Bar revenues 560,000 2,399,040 4,719,254 7,309,601
Total Revenues 2,324,000 9,918,972 19,439,521 29,997,894
EBTDA 116,200 793,518 1,943,952 3,899,726
EBITDA margin 5.0% 8.0% 10.0% 13.0%
D&A (69.,720) (495,949) (971,976) (1,799.874)
D&A/sales (3.0%) (5.0%) (5.0%) (6.0%)
EBIT 46,480 297,569 971,976 2,099,853
EBIT margin 2.0% 3.0% 5.0% 7.0%

Source: Intermonte SIM
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On 27 February, NPI announced that Notorious Cinema had signed an agreement with IGD
Management, a company controlled by IGD (Immobiliare Grande Distribuzione SIIQ SpA), for the
rental of the IGD Multiplex located at Sesto San Giovanni (Milan, Italy). The multiplex has a total of
10 screens.

In TH19, this business provided a Eu0.7mn contribution to group revenues. During the summer, the
multiplex was entirely renovated and re-opened on 19t September.

Major Italian players:

UCI Cinemas (United Cinemas International), recently purchased by AMC, has about 50
multiplexes;

The Space Cinema, sef up in 2009 through the merger of Warner Village Cinemas and Medusa
Multicinema, was sold in November 2014 by 21 Investimenti (Benetton) and Mediaset o Vue
Infernational, and today has about 40 cinemas;

Spaziocinema, led by Lionello Cerri, has 8 multiplexes in Milan and other cities in Lombardy;
Circuito Cinema, founded in 1996, confrols ? multiplexes between Rome and Florence;

Multicompany Srl, based in Catania, manages several "Pianeta” multiplexes in Sicily.
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Business model and activities

The core of the business is the Library, which is the catalogue of movie rights owned by the
company. Whether a movie is owned because the rights were purchased from a third party
(typically for a 18-20 years period) or the movie was produced by the company (unlimited rights
ownership) itself is not relevant for the purpose of distribution, as it follows the same process.

Distribution

As an independent content provider, NPl has operated on the Italian market since the end of
2012. The company has become a major player on the national scene in very short time thanks
to the expertise of a management team that has been together for a very long time and which
exploits both internal resources and external relationships with industry players.

The process is composed of the following phases:

1.

Rights Acquisition. The company acquires the audiovisual utilization rights from sales
companies and producers, primarily from international markets. International movies are
marketed at four main fairs: three festivals (Cannes, Toronto and Berlin) and the
American Film Market. Ufilization rights typically last 18-20 years and are related to the
Italian market.

Editing. International movies need to be processed to be distributed in Italy. This step is
often limited fo dubbing into Italian; to perform this activity, NPl makes use of external
companies. In other cases, the process also involves adapting the marketing material fo
the local market.

P&A. This activity stands for Print & Advertising (i.e. copies and marketing costs). NPI
manages this activity through internal resources, as it is considered to be a core
operation: advertising benefits Box Office performance, which in turn drives revenue
from subsequent distribution channels. The general manager directly oversees this phase
before it is approved by the licensor for publication. P&A accounts for a major part of
the cost base, amounting to approximately 80% net of the costs incurred for the
production business. The ltalian government has introduced significant tax benefits to
foster the activity.

Distribution. The industry recognizes a general “timing rule” when distributing movies
through the various channels, which follows a waterfall structure that sets launch
priorities.

a. Theatrical. Cinema has always been the prime channel for a movie release,
except for the singular case of television series and recent Direct-To-Video
productions. The success of this step, namely the box office (BO) proceeds, is
the main parameter on which revenues from Pay and Free-to-air TV are
confractually set, as it represents an approximation of the film's success. In this
channel, NPI mainly distributes to UCI Cinema and The Space, which are the
fop two clients, accounting for almost half of this business.

b. Home Video. After 15 weeks, the movie is sold fo traditional retail and
newsstand channels by rental and/or sale in both digital and physical forms. To
do this, NPI reaches agreements with other distributors, such as RAI Cinema
(physical) and Mondadori (newsstand), which account for the vast majority of
the client base for this business. This revenue line has become less important.

c. Pay-per-View. 28 weeks after theatrical release, the movie is distributed to the
pay-per-view channel, mainly represented by Sky.

d. Pay-TV and Free-to-air TV. 12 months from theatrical release, movies go on Pay-
TV, and after 12-24 months on free-to-air TV. NPI sells movie rights defining
licensing agreements with the main Free-to-air (FTA) and Pay-TV players. In this
sense, NPl boasts active contracts with Sky, RAlI Cinema, Viacom, Tele Svizzera
and Turner, with Rai and Sky representing the lion's share.

e. OII. Last comes the new media segment, which is covered through
agreements with provider such as Sky, Apple, Google, Sony, Chili, Netflix, and
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TimVision. This covers video on-demand and electronic sell-through on
platforms. Netflix, TimVision and Vodafone represent the majority; Under The
Milky Way is the digital distributor covering the Apple, Sony and Google
platforms.

Production and co-production

In 2015 Notorious entered the production and co-production business as a major strategic move
in order to face up to the changing environment in the entertainment and media industry.
Digitalization has brought many improvements in the last decade, leading to significant structural
changes to the business model at the same time.

An addifional benefit from producing movies is related to licensing dynamics: typically, acquiring
movie rights from third parties implies a time frame of 18-20 years and a predetermined
geographic area for exploiting the license (ltalian speaking countries), whereas the rights of a
proprietary movie are valid in any circumstance.

Distribution vs Production

Distribution Production and Co-production
Rights Ownership License Ownership
Duration 15-20 years Unlimited
Market [taly Global (ex co-producer’s country)
Procurement Third-party Rights Autonomous

NPI started to develop experience in this new area gradually: the initial move was a co-production
intfended as a remake of the French film “Plan de table”, while the first production arrived last year
with the movie “La coppia dei campioni”. The first movie produced entirely by the company was
“La veritd, vi spiego, sull'amore”, released in March 2017.

The recent entry of Over the Top and Telecoms into the content market has generated a boom
in growth for TV series production. Notorious considers this new market an attractive opportunity,
including for the production business; having acquired a number of rights options related to
recently published books, the group is now developing pilot projects and screenplays and expects
to be able to generate its first revenues in 2020.
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Tax Credits and forms of Contribution

The cinematographic industry, in both the distribution and production sectors, benefits from a
series of subsidies. These are offered by different sources and in both direct and indirect forms.

Tax Credits. Automatic contribution. This public aid is the most significant and essential for film
production. This measure is periodically reviewed by the government and, in recent years, has
been increased (25% tax credit for production last year, probably 30% this year) and put on a
more stable footing in order to promote the cinematographic business and its positive impact on
the country. This public incentive is targeted at specific activities to varying degrees, as shown in
the table below.

Type of subsidy Rate
Internal tax credit for production 30%
Internal tax credit for P&A 15%
External tax credit 15%
Film commission (regional) 7%
Product placement 3%
Box Office subsidy

from O to 1 million Euro 22.5%

from 1.1 to 2 million Euro 20%

from 2.01 to 2.4 million Euro 17.5%

Source: Company data

Production activity benefits from a higher contribution, with a tax credit of 30%, while distribution
is fostered with 15% on P&A activities. It is worth noting that combining production and distribution
means an additional effect, implying an overall tax credit of 40%.

Film commissions and community aid. Automatic contribution. Each Italian region has a film
commission (or other similar agency) which allocates a specific budget to finance
cinematographic activities considered to benefit the region, both in terms of image/reputation or
economically by providing work for local suppliers.

Selective aid. The ones listed above can be considered automatic contributions, since all that is
needed to obtain the benefit is to saftisfy certain requirements. Selective forms of financing exist,
based on additional variables, often focused on performance (i.e. Box Office revenue). This is the
case for confributions to executive productions: an lItalian producer selected by a foreign
producer to conduct activities on site benefits from higher tax credits. As an example, “Black
Butterfly” is a Spanish movie on which NPI has collaborated as executive producer.

Allin all, these forms of financing are an essential factor for ensuring the existence of independent
producers and distributors. In this regard, the Franceschini Law has played an important role in
establishing solid support for the industry.
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National public contribution for Italian cinema production (2004-2016; Eu mn)

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Tax credit for distribution Foreign investors tax credit
Internal tax credit for production m Direct subsidy

Source: MIBACT, “Tutti | numeri del cinema italiano 2016"

The overall contribution level is increasing, with arise in support through tax credits. Direct subsidies
decreased in recent years, although this has now levelled off, leaving space for the other forms
of support.

Focus on the Franceschini Law: named after the Minister of Cultural Heritage, the law came into

force on January 12t 2018, and envisages four key elements:

the creation of a fund to finance the cinema and audiovisual industry, which will be
funded by an 11 percent slice of the VAT and IRES tax paid by companies in the
communications industry (in a broad sense). Inflows to the fund will be no lower than
Eu400mn per year.

a reduction in the percentage of selective confributions and the infroduction of
automatic contributions in favour of production companies and companies distributing
Italion cinematographic or audiovisual work abroad. Selective confributions will be
between 15 percent and 18 percent of the fund mentioned above and will be devoted
to debut films, second films, films by young directors, etc.

six different tax credits will be provided, in order to foster cinematographic and
audiovisual production and distribution, post-production companies, efc.

development of movie theatres and digitalisation of the artistic heritage. Renovating
existing theatres and opening new ones will be funded by an extraordinary plan worth
Eur 120 milion over five years. A plan also exists for the digifisation of the
cinematographic and audiovisual heritage.
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NOTORIOUS PICTURES Peer Group - Absolute Performances

Stock Price Ccy Mkt cap
NOTORIOUS PICTURES 2.83 EUR 64
ENTERTAINMENT ONE 5.69 GBP 2,834
EROS INT'L 2.84 usb 170
LEONE FILM 5.00 EUR 71
LIONS GATE ENTERT. 9.54 usb 2,077
LUCISANO MEDIA 1.50 EUR 22
MONDO TV 1.17 EUR 40
Mean performance

Italy FTSE Mib 21,788.2 EUR

Source: FactSet

NOTORIOUS PICTURES Peer Group - Multiple Comparison

Stock Price Ccy Mkt cap
NOTORIOUS PICTURES 2.83 EUR 64
ENTERTAINMENT ONE 5.69 GBP 2,834
EROS INT'L 2.84 usb 170
LEONE FILM 5.00 EUR 71
LIONS GATE ENTERT. 9.54 usb 2,077
LUCISANO MEDIA 1.50 EUR 22
MONDO TV 1.17 EUR 40
Median

Source: Infermonte SIM estimates for covered companies, FactSet consensus estimates for peer group

™
2.5%
-2.7%
129.0%
-2.9%
-8.1%
13.6%

8.3%
20.0%

6.4%

EV/Sales
2019
1.6
2.9
1.4

1.2

1.7
1.5

NOTORIOUS PICTURES - Estimates Comparison with Consensus

2019
(Eu mn) Intermonte  Consensus
Revenues 42.8 41.7
Ebitda 14.9 15.2
Net Profit 6.6 6.5
EPS 0.291 0.290
Net Debt (4.3) (2.7)

Zodiff
2.7%
-1.8%
0.8%
0.4%
60.5%

3M 6M YTD 1Y
-3.7% -10.4% -11.6% 1.1%
44.6% 36.4% 59.6% 47 .8%
30.3% -71.3% -65.7% -77.7%
5.5% 5.9% 6.4% 2.0%
-19.1% -36.3% -40.7% -56.3%
-6.3% -13.3% -5.7% -16.7%
11.9% -7.4% -2.0% -69.8%
9.0% -13.8% -8.5% -24.2%
3.1% 3.5% 18.9% 0.6%
EV/Sales | EV/Ebitda EV/Ebitda EV/Ebit EV/Ebit
2020 2019 2020 2019 2020
1.1 4.6 4.1 8.9 8.1
2.7 14.5 13.0 17.0 15.2
1.0 3.5 2.7 53 4.0
1.1 8.7 7.6 15.9 14.0
1.0 2.4 1.5 5.6 3.4
1.0 6.1 5.1 10.7 9.0
2020
Intermonte Consensus Zodiff
55.5 51.0 8.7%
15.7 15.4 1.7%
6.8 6.9 -0.9%
0.304 0.310 -1.9%
0.1 (6.0) -102.3%

Source: Intermonte SIM estimates and Factset consensus estimates

DETAILS ON STOCKS RECOMMENDATION

Stock NAME
Current Recomm:
Current Target (Eu): 4.00
Current Price (Eu): 2.83

Date of report:

NOTORIOUS PICTURES
OUTPERFORM

26/09/2019

Previous Recomm:
Previous Target (Eu):
Previous Price (Eu):

Date of last report:

2y
153.1%
118.8%
-79.0%
5.5%
-69.5%
-42.3%
-70.2%
2.3%
-2.7%
P/E P/E
2019 2020
9.7 9.3
21.3 19.1
5.4 4.8
31.2 15.4
11.4 9.1
16.3 12.3
OUTPERFORM
3.80
3.28
25/03/2019

Div Yield
2019
3.0%
0.3%
0.0%

0.0%

0.0%
0.0%

Div Yield
2020
3.6%
0.3%
0.0%

0.0%

0.0%
0.0%



DISCLAIMER (for more details go to DISCLAIMER)

IMPORTANT DISCLOSURES

The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein and of any its parts is strictly prohibited. None of the contents of this document may be shared with third parties without
authorisation from Intermonte.

This report is directed exclusively at market professional and other institutional investors (Institutions)and is not for distribution to person other than “Institution” (“Non-Institution”), who should not rely on this material. Moreover, any investment
or service to which this report may relate will not be made available to Non-Institution.

The information and data in this report have been obtained from sources which we believe to be reliable, although the accuracy of these cannot be guaranteed by Intermonte. In the event that there be any doubt as to their reliability, this will be
clearly indicated. The main purpose of the report is to offer up-to-date and accurate information in accordance with regulations in force covering “recommendations” and is not intended nor should it be construed as a solicitation to buy or sell
securities.

This disclaimer is constantly updated on Intermonte’s website www.intermonte.it under LEGAL INFORMATION. Valuations and recommendations can be found in the text of the most recent research and/or reports on the companies in
question. For a list of all recommendations made by Intermonte on any financial instrument or issuer in the last twelve months consult the PERFORMANCE web page.

ANALYST CERTIFICATION

For each company mentioned in this report the respective research analyst hereby certifies that all of the views expressed in this research report accurately reflect the analyst's personal views about any or all of the subject issuer (s) or
securities. The analyst (s) also certify that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation or view in this report.

The analyst (s) responsible for preparing this research report receive(s) compensation that is based upon various factors, including Intermonte’s total profits, a portion of which is generated by Intermonte’s corporate finance activities, although
this is minimal in comparison to that generated by brokerage activities.

Intermonte’s internal procedures and codes of conduct are aimed to ensure the impartiality of its financial analysts. The exchange of information between the Corporate Finance sector and the Research Department is prohibited, as is the
exchange of information between the latter and the proprietary equity desk in order to prevent conflicts of interest when recommendations are made.

GUIDE TO FUNDAMENTAL RESEARCH

The main methods used to evaluate financial instruments and set a target price for 12 months after the investment recommendation are as follows:

Discounted cash flow (DCF) model or similar methods such as a dividend discount model (DDM)

= Comparison with market peers, using the most appropriate methods for the individual company analysed: among the main ratios used for industrial sectors are price/ earnings (P/E), EV/EBITDA, EV/EBIT, price /sales.

= Return on capital and multiples of adjusted net book value are the main methods used for banking sector stocks, while for insurance sector stocks return on allocated capital and multiples on net book value and embedded portfolio value
are used

For the utilities sector comparisons are made between expected returns and the return on the regulatory asset base (RAB)

Some of the parameters used in evaluations, such as the risk-free rate and risk premium, are the same for all companies covered, and are updated to reflect market conditions. Currently a risk-free rate of 2.5% and a risk premium of 5.0% are
being used.

Frequency of research: quarterly.

Reports on all companies listed on the S&PMIB40 Index, most of those on the MIDEX Index and the main small caps (regular coverage) are published at least once per quarter to comment on results and important newsflow.

A draft copy of each report may be sent to the subject company for its information (without target price and/or r 1), but unless expi stated in the text of the report, no changes are made before it is published.

Explanation of our ratings system:

BUY: stock expected to outperform the market by over 25% over a 12 month period;

OUTPERFORM: stock expected to outperform the market by between 10% and 25% over a 12 month period;

NEUTRAL: stock performance expected at between +10% and — 10% compared to the market over a 12 month period ;

UNDERPERFORM: stock expected to underperform the market by between —10% and -25% over a 12 month period;

SELL: stock expected to underperform the market by over 25% over a 12 month period.

Prices: The prices reported in the research refer to the price at the close of the previous day of trading

CURRENT INVESTMENT RESEARCH RATING DISTRIBUTIONS
Intermonte SIM is authorised by CONSOB to provide investment services and is listed at n° 246 in the register of brokerage firms.
As at 30 June 2019 Intermonte’s Research Department covered 135 companies. Intermonte’s distribution of stock ratings is as follows:

BUY: 14,18 %
OUTPERFORM: 46,27 %
NEUTRAL: 35,82 %
UNDERPERFORM 03,73 %
SELL: 00,00 %

The distribution of stock ratings for companies which have received corporate finance services from Intermonte in the last 12 months (48 in total) is as follows:

BUY: 22,92 %
OUTPERFORM: 54,17 %
NEUTRAL: 22,91 %
UNDERPERFORM 00,00 %
SELL: 00,00 %

CONFLICT OF INTEREST
In order to disclose its possible conflicts of interest Intermonte SIM states that:

within the last year, Intermonte SIM managed or co-managed/is managing or is co-managing an Institutional Offering and/or managed or co-managed/is managing or is co-managing an offering with firm commitment underwriting of the
securities of the following Companies: Capital For Progress 2, IEG, Techedge.

Intermonte SIM is acting as placement agent in Il Sole 24 Ore’s capital increase with an agreement with the company for the publication of an equity research regarding the company and the transaction. Intermonte will receive fees from the
company for its activity as placement agent.

Intermonte SIM has provided in the last 12 months / provides / may provide investment banking services to the following companies: Aedes, Aeroporto di Bologna, Alkemy, Banca Ifis, Cellularline, Falck Renewables, Gamenet, Mittel, Retelit,
Saes Getters, Saras, Wiit.

Intermonte SIM is Specialist and/or Corporate Broker and/or Sponsor and/or Broker in charge of the share buy back activity of the following Companies: Abitare In, Aedes, Alkemy, Aquafil, ASTM, Avio, Azimut, B&C Speakers, Banca Ifis,
Banca Sistema, Be, Cattolica Assicurazioni, CFT, Cellularline, DeA Capital, DigiTouch, EL.En, Emak, ePrice, Falck Renewables, Fimit Fondo Alpha, First Capital, Gamenet, Gefran, GO Internet, GPI, Guala Closure, H-Farm, lervolino
Entertainment, |EG, Indel B, Industrial Star of Italy 3, Italiaonline, LU-VE, Notorious Picture, Nova RE, Openj; is, QF Alpha iliare, Reno de Medici, Reply, Retelit, Saes Getters, Servizi Italia, Sesa, Somec, Tamburi Investment
Partners, Tesmec, Tinexta, TXT e-solutions, Vetrya, Wiit.

Intermonte SIM has a contractual commitment to act as liquidity provider on behalf of third parties for the following companies: Banca Sistema, Cattolica.

Intermonte SIM performes as a market maker for the following companies: A2A, Anima, Atlantia, Autogrill, Azimut Holding, BAMI, Banca Generali, Banca Mediolanum, Brembo, Buzzi, CNHI, Enel, ENI, Exor, Fineco. FCA, FTMIB, Generali,
Italgas, Iren, Intesa Sanpaolo, Leonardo, Mediobanca, Moncler, Mediaset, Pirelli&C, Prysmian, Poste, Ferrari, Saipem, Snam, STM, Tenaris, Telecom Italia, Telecom Italia sav, Terna, UBI, Unicredit, Unipol, UnipolSai.

Intermonte SIM is a member of the CBOE Europe Equities Liquidity Provider Program for the following financial instruments: A2A, Atlantia, ATSM, Autogrill, Azimut Holding, Banca Generali, Banca Mediolanum, Banco BPM, Bca Monte dei
Paschi di Siena, Bca Pop Emilia Romagna, Banca Pop Sondrio, Buzzi Unicem, Buzzi Unicem rsp, Campari, CIR- Compagnie Industriali Riunite, Credito Emiliano, Danieli & C., Danieli & C. Risp NC, Diasorin, Enel, Eni, Generali, Hera, Intesa
Sanpaolo, Iren, Italgas, Italmobiliare, Leonardo, Maire Tecnimont, Mediaset, Mediobanca, Pirelli & C., Poste Italiane, Prysmian, Recordati, S.l.A.S., Saipem, Salini Impregilo, Salvatore Ferragamo, Snam, Telecom lItalia, Telecom Italia rsp,
Terna, Tod'’s, UBI Banca, Unicredit, Unipol, Unipolsai.

Through its Websim Division, Intermonte SIM acts as an Retail Investor Research Provider on behalf in regard to the following companies: Aedes, Banca Ifis, Banca Sistema, Cattolica Assicurazioni, Cellularline, CFT Group, Circle, Coima
RES, Comer Industries, Crowdfundme, Digital Bros, Digital Magics, Elettra Investimenti, Falck Renewables, Fiera Milano, Finlogic, First Capital, FOPE, Gefran, Generali Assicurazioni, Giglio, Go Internet, H-Farm, llpra, Indel B, ISl/Salcef,
Italiaonline, La Doria, LVenture, MailUp, Maps, Masi Agricola, Molmed, Neodecortech, Piaggio, Portale Sardegna, Primi sui Motori, Retelit, Safe Bag, Somec, SOS Travel, Tinexta, TPS, WITT,

Through its Websim Division, Intermonte SIM carries out marketing / communication activities on behalf of the following equity crowdfunding 200Crowd, BacktowWork24, Crowdfundme, Opstart and the following issuers: Banca IMI, BNP
Paribas, Credit Suisse, Exane, Leonteq, Unicredit, Vontobel, Wisdomtree.

Intermonte SIM SpA holds net long or short positions in excess of 0.5% of the overall share capital in the following issuers:

Emittente % Long/Short
CAPITAL FOR PROGRESS 2 0,98 LONG
EPS EQUITA PEP2 0,51 LONG
SPACTIV 0,64 LONG
THESPAC 0,91 LONG
VEI'1 0,65 LONG
WASTE ITALIA 0,65 SHORT

© Copyright 2019 by Intermonte SIM - All rights reserved

It is a violation of national and international copyright laws to reproduce all or part of this publication by email, xerography, facsimile or any other means. The Copyright laws impose heavy liability for such infringement. The Reports of
Intermonte SIM are provided to its clients only. If you are not a client of Intermonte SIM and receive emailed, faxed or copied versions of the reports from a source other than Intermonte SIM you are violating the Copyright Laws. This document
is not for attribution in any publication, and you should not disseminate, distribute or copy this e-mail without the explicit written consent of Intermonte SIM.

INTERMONTE will take legal action against anybody transmitting/publishing its Research products without its express authorization.

INTERMONTE Sim strongly believes its research product on Italian equities is a value added product and deserves to be adequately paid .

Intermonte Sim sales representatives can be contacted to discuss terms and conditions to be supplied the INTERMONTE research product.

INTERMONTE SIM is MIFID compliant - for our Best Execution Policy please check our Website MiFID
Further information is available
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