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Auto Parts / Germany

Rather positive Q3 preliminary results

Earnings/sales releases - 25/10/2023

paragon group announced a good set of preliminary 9M figures even though
sales suffered from supply chain disruption. The group notably again
lowered its net debt and positively adjusted its guidance for FY23.

Fact

e Sales increased by 2.9% from €118.5m to €122m yoy, which implies a
slowdown in Q3 23 with €35.4m of revenue compared to €37.8m a year ago

* EBITDA amounted to €23.8m after 9 months (including €7.6m from discontinued
operations)

« Significant reduction in net gearing, now standing at 1.7x (net debt <€50m
compared to <€60m at H1 23)

* The outlook for FY23 saw a positive adjustment

Analysis

Supply chain woes weigh on sales

The 6.3% decline observed in Q3 23 was primarily due to the discontinuation of a
sensor product as well as extended plant vacations by automotive manufacturers.
Nevertheless, the EBITDA amounted to €23.8m after 9 months (including €7.6m
from discontinued operations) compared to €12m a year ago, pointing to strong
growth in profitability with a 19.5% EBITDA margin (9M 22: 10.1%). We will learn
more about the drivers in the official results release.

An improving financial profile

The significant reduction in net debt resulted from the use of the cash proceeds
(mid-single digit million range) following the asset deal with Clarios on the Power
business unit, which was not disclosed during this deal announcement. We see
this move as positive for the stock as the debt level had been a sword of Damoclés
overhanding the share price.

A rather positive outlook adjustment

The company now expects FY23 EBITDA (including discontinued operations) of
between €25m and €27m (vs €20-25m previously) and sales of between €160 and
€170m (approximately €170m previously). This guidance update is rather positive
in our view as the management is confident on the margin side despite lower
orders.

Impact

We will revise our estimates downward to reflect the reduced sales guidance as
well as a lower EBITDA stemming from continuing operations than in our
previously overly-optimistic forecast.
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Adjusted P/E (x) 265 858 564 370
Dividend yield (%) 000 000 000 0.0
EV/EBITDA(R) (X) 108 311 260 1.97
Adjusted EPS (€) -1.84 053 080 1.22
Growth in EPS (%) n/a n/a 52.2 52.4
Dividend (€) 0.00 0.00 0.00 0.00
Sales (EM) 160 167 180 198
EBITDA/R margin (%) 721 132 129 127

Attributable net profit (EM) -3.37 9.38 1.62 3.52
ROE (after tax) (%) -170 66.0 5.22 9.11
Gearing (%) ns 266 122 76.0
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Sales by Geography Valuation Summary

B Germany (66.3%) Benchmarks Value  Weight Largest comparables
el
) ’ NAV/SOTP per share €13.3 20% » Valeo
EV/Ebitda €7.69 20  *Fovia
P/E €5.24 10%
Dividend Yield €0.00 10%
P/Book €5.03 5%
TARGET PRICE €10.3 100%
NAV/SOTP Calculation
Consolidated P&L Accounts 12/22A | 12/23E  12/24E Balance Sheet 12/22A | 12/23E  12/24E
Sales €M 160 167 180 Goodwill €M 5.75 5.75 5.75
Change in sales % 9.12 3.91 7.79 Total intangible €M 43.1 37.8 34.1
Change in staff costs % -8.07 9.80 11.1 Tangible fixed assets €M 15.5 14.2 13.2
EBITDA €M 11.6 21.9 23.1 Financial fixed assets €M 1.64 1.64 1.64
EBITDA(R) margin % 7.21 13.2 12.9 WCR €M -14.9 -2.71 -0.22
Depreciation €M -14.3 -14.0 -14.5 Other assets €M 46.0 13.1 14.1
Underlying operating profit €M -2.71 7.94 8.62 Total assets (net of short term liab.) €M 107 78.5 76.6
Operating profit (EBIT) €M -3.05 5.94 6.62 Ordinary shareholders' equity €M 0.66 27.8 34.2
Net financial expense €M -7.69 -5.40 -4.31 Quasi Equity & Preferred €M
of which related to pensions €M -0.06 -0.13 Minority interests €M
Exceptional items & other €M Provisions for pensions €M 2.38 3.80 3.65
Corporate tax €M 2.06 -0.16 -0.69 Other provisions for risks and liabilities €M
Equity associates €M Total provisions for risks and liabilities €M 2.38 3.80 3.65
Minority interests €M 0.00 0.00 0.00 Tax liabilities €M 1.60 1.28 1.02
Adjusted attributable net profit €M -8.34 2.38 3.62 Other liabilities €M 0.00 0.00 0.00
NOPAT €M -2.04 6.00 6.57 Net debt (cash) €M 102 45.6 37.7
Cashflow Statement Total liab. and shareholders' equity €M 107 78.5 76.6
EBITDA M 116 219 231 Capital Employed
Change in WCR €M 7.91 -12.2 -2.49 Capital employed after depreciation €M 60.7 65.4 62.6
Actual div. received from equity holdi... €M 0.00 0.00 0.00 Profits & Risks Ratios
Paid taxes M 000] 016 069 ROE (after tax) % 170 66.0 522
Exceptional items M ROCE % -3.36 9.17 10.5
Other operating cash flows €M -0.07 2.00 2.00 B (L Bask valid) 7 16,373 p— Py
Total operating cash flows €M 19.4 11.6 21.9 Adj. Net debt/EBITDA(R) « 101 X7 R
Capital expenditure M 773 733 988 Interest cover (x) X -0.35 149  2.06
Total investment flows €M 0.59 39.7 -9.88 . .
Net interest expense €M -7.69 -5.40 -4.31 Valuation Ratios
Dividends (parent company) &M 0.00 0.00 0.00 Reference P/E (benchmark) X -2.65 8.58 5.64
Dividends to minorities interests €M 0.00 0.00 0.00 Free cash flow yield % 18.1 -5.71  38.0
New shareholders' equity €M 0.00 0.00 0.00 P/Book X 334 073  0.60
Total financial flows M -1.89  -63.1  -4.18 Dividend yield % 0.00 0.00  0.00
Change in cash position M 176 -9.33 7.88 EV Calculation
Free cash flow (pre div.) €M 3.99 -1.17 7.75 Market cap M 221 20.4 20.4
Per Share Data + Provisions €M 2.38 3.80  3.65
No. of shares net of treas. stock (year... ~ Mio 4.53 4.53 4.53 + Unrecognised acturial losses/(gains) €M 0.00 0.00 0.00
Number of diluted shares (average) Mio 453 453 453 + Net debt at year end €M 86.7 311 239
Benchmark EPS -1.84 0.53 0.80 + Leases debt equivalent €M 15.3 14.6 13.8
Restated NAV per share - Financial fixed assets (fair value) €M 1.64 1.64 1.64
Net dividend per share 0.00 0.00 0.00 + Minority interests (fair value) €M 0.00 0.00 0.00
=EV €M 125 68.2 60.2
EV/EBITDA(R) X 10.8 3.11 2.60
EV/Sales X 0.78 0.41 0.34

Analyst : Alexandre DESPREZ, Chanages to Forecasts : 25/10/2023.
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of the Financial Advisers Act 2008 (NZ) (FAA). Both Baader Helvea Limited and Baader Bank AG can (i) provide financial adviser services to Wholesale Clients as
exempt providers, and (ii) provide broking services under the FAA to persons who are Wholesale Clients and, to the extent that the broking services comprise
custodial services as defined in the FAA, are also persons falling within the categories set out in clause 11 of the Financial Advisers (Custodians of FMCA Financial
Products) Regulations 2014. Persons who are not Wholesale Clients (as referred to in the FAA) may not act upon or rely on the information contained in this
Research Document. Any investment or investment activity to which this Research Document relates is available only to Wholesale Clients and will be engaged in
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