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EBITDA and net result negative in Q1

STS Group AG ™™ frmenn ™™
Basic data
Based in: Hallbergmoos
Sector: Automotive technology
Headcount: 2,500
Accounting; IFRS
Bloomberg;: SF3:GR
ISIN: DEO000AITNUGS
Price: 3.20 Euro
Market segment: Prime Standard
Number of shares: 6,0 m
Market Cap: 19.2 m Euro
Enterprise Value: 78.8 m Euro
Free Float: approx. 35 %
Price high/low (12 M): 11.75/3.531 Euro
Aturnover (12 M Xetra): 101,400 Euro

FY ends: 31.12.
Sales (m Euro)
EBIT (m Euro)
Net profit

EpS

Dividend per share
Sales growth
Profit growth
PSR

PER

PCR

EV/ EBIT
Dividend yield

EBITDA and net result negative in Q1

2019e
362.8
-6.5
-12.1
-2.02
0.00
-9.6%

0.05

0.5

0.0%

2020e
327.6
-11.6
-15.4
-2.57
0.00
-9.7%

0.06

1.8

0.0%

2021e
349.2
-0.4
-4.2
-0.71
0.00
6.6%

0.05

1.1

0.0%

Current development

Due to a sharp decline in demand in Europe and
China (30 and 42 percent, respectively), and as a re-
sult of the Covid-19 pandemic, the STS Group's first-
quarter revenues fell from EUR 95.5 m to EUR
74.3 m. While both the Acoustics and Plastics seg-
ments suffered considerably and had to cope with sales
losses of between 20 and 30 percent, STS was able to
gain market share in China and to increase both sales
(+2.9 percent) and EBITDA (+ 118 percent) year-on-
year despite plant closures.

At Group level, profitability has dropped sharply, so
that both EBITDA (EUR -1.2 m) and the result for
the period (EUR -8.6 m) are now negative. With re-
gard to the company's solvency, it is good news that
liquidity was maintained at alevel of EUR 17.3 m and
that a put option to sell an undisclosed business area
in case of emergency was concluded with Mutares.

By now, all plants have been reopened. While produc-
tion capacity in China is already very well utilised
again, capacity utilisation in Europe is only at an esti-
mated 50 percent. The effects of the six-week closure
of the European plants in the first weeks of Q2 and
the current underutilisation in Europe lead the man-
agement to believe that, before a recovery in the sec-
ond half of the year, there could be a further decline
in sales and earnings in the second quarter of the cur-
rent year.

Conclusion

In our opinion, the opportunities in China and the
risks, especially in Europe, currently still balance each
other out. Accordingly, for the time being, we leave
our model assumptions unchanged. The low valua-
tion continues to offer potential, and our assessment
therefore remains "Speculative Buy" with a price tar-

get of EUR 7.00.
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Annex I: DCF and revenue model

m Euro 122020 122021 122022 122023 122024 122025 122026 122027
Sales 327.6 3492  384.0  403.0 4219 4425 4653  490.4
Sales growth 97%  6.6% 10.0%  49%  47%  49%  5.1%  5.4%
EBIT margin 35% -0.1%  1.7%  2.6%  33% 3.6%  3.8%  4.0%
EBIT -11.6 0.4 6.5 10.5 14.0 15.9 17.7 19.6
Tax rate 29.0% 29.0% 29.0%  29.0%  29.0% 29.0% 29.0%  29.0%
Adjusted tax payments 1.5 1.5 1.9 3.0 4.1 4.6 5.1 5.7
NOPAT -13.1 -1.9 4.6 7.4 9.9 11.3 12.6 13.9
+ Depreciation & Amortisation 18.7 18.0 18.0 17.3 16.7 16.4 16.2 16.1
+ Increase long-term accruals 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
+ Others 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Gross operating cash flows 56 161  22.6 247 267 277 288  30.1
- Increase Net Working Capital 4.5 1.6 22 1.2 1.2 13 15 -1.6
- Investments in fixed assets -140  -180  -13.1  -13.7  -143  -150 -158  -16.7
Free cash flow 3.9 0.3 7.3 9.8 1.1 113 115 11.8
SMC valuation model

Annex I: DCF and revenue model
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Annex II: Balance sheet and P&L estimation

Balance sheet estimation

m Euro 122019 122020 122021 122022 122023 122024 122025 122026 122027
ASSETS

I. Total non-current 136.4 131.8 131.8 126.8 123.2 120.8 119.5 119.1 119.6
1. Intangible assets 23.8 23.4 23.0 21.5 20.4 19.6 18.9 18.5 18.3
2. Tangible assets 102.9 98.7 99.1 95.6 93.1 91.6 90.8 90.9 91.7
II. Total current assets 120.0 110.2 110.9 121.5 132.3 145.1 161.0 178.0 196.2
LIABILITIES

1. Equity 68.6 53.2 49.0 51.6 57.2 65.4 75.1 86.2 98.7
II. Accruals 21.8 24.8 27.8 27.8 27.8 27.8 27.8 27.8 27.8

II1. Liabilities

1. Long-term liabili-
" 33.3 33.3 33.3 33.3 33.3 33.5 34.8 36.4 38.1
ies
2. Short-term liabili-

132.8 130.7 132.6 135.7 137.3 139.2 142.8 146.7 151.2

ties

TOTAL 256.5 242.0 242.6 248.3 255.6 265.9 280.5 297.1 315.8

P&L estimation

m Euro 122019 122020 122021 122022 122023 122024 122025 122026 122027
Sales 362.8 327.6 349.2 384.0 403.0 421.9 442.5 465.3 490.4

Total ' )
otal operating reve 369.6  327.6 3492 3840  403.0 4219 4425 4653 4904

nues

Gross profit 1603 1451 1537 1689 1773 1856 1947 2047 2158
EBITDA 17.6 13.1 20.6 24.5 27.8 30.8 323 33.9 35.7
EBIT 65  -11.6 0.4 6.5 10.5 14.0 15.9 17.7 19.6
EBT 99 144 32 3.8 7.8 11.6 13.6 15.6 17.7
i‘:)T (before minori- ) | 154 42 2.7 5.6 8.2 9.7 11.1 12.6
EAT 2.1 154 42 2.7 5.6 8.2 9.7 11.1 12.6
EPS 202 257 071 0.44 0.93 137 1.61 1.85 2.09

Annex II: Balance sheet and P&L estimation
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Annex III: Cash flows estimation and key figures

Cash flows estimation

CF operating 36.6 10.7 18.2 21.3 24.5 26.6 27.6 28.8 30.2
CF from investments -15.0 -14.0 -18.0 -13.1 -13.7 -14.3 -15.0 -15.8 -16.7
CF financing -35.6 2.9 -2.9 -2.9 -2.9 -2.4 0.2 0.6 0.9
Liquidi

‘quidity 33.2 17.2 11.0 8.4 13.8 217 31.6 443 57.9
beginning of year
Liquidity end of year 17.2 11.0 8.4 13.8 21.7 31.6 44.3 57.9 72.3

Key figures

Sales growth -9.6% -9.7% 6.6% 10.0% 4.9% 4.7% 4.9% 5.1% 5.4%
EBITDA margin 4.9% 4.0% 5.9% 6.4% 6.9% 7.3% 7.3% 7.3% 7.3%
EBIT margin -1.8% -3.5% -0.1% 1.7% 2.6% 3.3% 3.6% 3.8% 4.0%
EBT margin -2.7% -4.4% -0.9% 1.0% 1.9% 2.7% 3.1% 3.4% 3.6%

N in (after mi-
et margin (@fter mi- 20 o0 10 0.7% 1.4% 1.9%  22%  24%  2.6%

norities)

Annex III: Cash flows estimation and key figures page 5
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sc-consult GmbH Phone: +49 (0) 251-13476-94
Alter Steinweg 46 Telefax: +49 (0) 251-13476-92
48143 Miinster E-Mail:  kontakt@sc-consult.com

Internet: www.sc-consult.com

Responsible analyst
Dr. Bastian Brand

Charts
The charts were made with Tai-Pan (www.lp-software.de).

Disclaimer

Legal disclosures (§85 of the German Securities Trading Act (WHPG), MAR, Commission Delegated Regulation (EU)
2016/958 supplementing Regulation (EU) No 596/2014)

The company responsible for the preparation of the financial analysis is sc-consult GmbH based in Miinster,
currently represented by its managing directors Dr. Adam Jakubowski and Holger Steffen, Dipl.-Kfm. The sc-
consult GmbH is subject to supervision and regulation by Federal Financial Supervisory Authority (Bundesan-
stalt fir Finanzdienstleistungsaufsicht), Lurgiallee 12, D-60439 Frankfurt and Graurheindorfer Strasse 108, D-
53117 Bonn.

1) Conflicts of interests

Conflicts of interests, which can arise during the preparation of a financial analysis, are presented in detail
below:

1) sc-consult GmbH has prepared this report against payment on behalf of the company

2) sc-consult GmbH has prepared this report against payment on behalf of a third party

3) sc-consult GmbH has submitted this report to the customer or the company before publishing

4) sc-consult GmbH has altered the content of the report before publication due to a suggestion of the customer
or the company (with sc-consult GmbH being prepared to carry out such an alteration only in case of reasoned

objections concerning the quality of the report)

5) sc-consult GmbH maintains business relationships other than research with the analysed company (e.g. in-
vestor-relations services)



6) sc-consult GmbH or persons involved in the preparation of the report hold shares of the company or deriv-
atives directly related

7) At the time of the publication of the report, sc-consult GmbH or persons involved in the preparation of the
report are in the possession of a net short position exceeding a threshold 0.5% of the total issued share capital

of the issuer, which was calculated in accordance with the article 3 of the regulation (EU) No. 236/2012 and
with chapters III and IV of the Commission Delegated Regulation (EU) No. 918/2012 (6).

8) At the time of the publication of the report, sc-consult GmbH or persons involved in the preparation of the
report are in the possession of a net long position exceeding a threshold 0.5% of the total issued share capital
of the issuer, which was calculated in accordance with the article 3 of the regulation (EU) No. 236/2012 and

with chapters Il and IV of the Commission Delegated Regulation (EU) No. 918/2012 (6).

9) At the time of the publication of the report, the issuer holds holdings exceeding 5 % of its total issued share
capital in the sc-consult GmbH

10) sc-consult GmbH has included the company’s shares in a virtual portfolio managed by sc-consult GmbH
Following conflicts of interests occurred in this report: 1), 3)
Within the framework of compliance regulations, sc-consult GmbH has established structures and processes

for the identification and disclosure of conflicts of interests. The responsible compliance representative is cur-
rently managing director Dipl.-Kfm. Holger Steffen (e-mail: holger.steffen@sc-consult.com).

1I) Preparation and updating

The present financial analysis was prepared by: Dr. Bastian Brand

Participants in the preparation of the present financial analysis: Dipl.-Kfm. Holger Steffen

The present analysis was finished on 15.05.2020 at 9:30 and published on 15.05.2020 at 9:40.

For the preparation of its financial analyses, the sc-consult GmbH uses a five-tier rating scheme with regard to

price expectation in the next twelve months. Additionally, estimation risk is quantified on a scale from 1 (low)
to 6 (high). The ratings are as follows:

Strong Buy We expect an increase in price for the analysed financial instrument by at least 10 per-
cent. We assess the estimation risk as below average (1 to 2 points).

Buy We expect an increase in price for the analysed financial instrument by at least 10 per-
cent. We assess the estimation risk as average (3 to 4 points).

Speculative We expect an increase in price for the analysed financial instrument by at least 10 per-

Buy cent. We assess the estimation risk as above average (5 to 6 points).

Hold We expect that the price of the analysed financial instrument will remain stable (between

-10 and +10 percent). The forecast risk (1 to 6 points) has no further impact on the



rating. The rating “hold” is also used in cases where we perceive a price potential of more
than 10 percent, but explicitly mentioned temporary factors prevent a short-term reali-
sation of the price potential.

Sell We expect that the price of the analysed financial instrument will drop by at least 10
percent. The forecast risk (1 to 6 points) has no further impact on the rating.

The expected change in price refers to the current share price of the analysed company. This price and any other
share prices used in this analysis are XETRA closing prices as of the last trading day before publication. If the
share is not traded on XETRA, the closing price of another public stock exchange is used with a separate note
to that effect.

The price targets published within the assessment are calculated with common methods of financial mathemat-
ics, especially with the DCF (discounted cash flow) method, the sum of the parts valuation and a peer group
analysis. The valuation methods are affected by economic framework conditions, especially by the development
of the interest rates.

The rating resulting from these methods reflects current expectations and can change anytime subject to com-
pany-specific or economic changes.

More detailed explanations of the models used by SMC Research can be found at:
http://www.smc-research.com/impressum/modellerlacuterungen

An overview of the recommendations prepared and distributed by SMC Research in the last 12 months can be
found at: http://www.smc-research.com/publikationsuebersicht

In the past 24 months, sc-consult GmbH has published the following financial analyses for the company:

Date Rating Target price Conflict of interests
04.05.2020 Speculative Buy 7.00 Euro 1), 3), 4)
12.03.2020 Speculative Buy 7.50 Euro 1), 3), 4)
13.01.2020 Speculative Buy 10.00 Euro 1), 3), 4)
19.11.2019 Speculative Buy 10.00 Euro 1), 3), 4)
10.10.2019 Speculative Buy 10.00 Euro 1), 3), 4)
14.08.2019 Speculative Buy 10.00 Euro 1), 3), 4)
21.05.2019 Speculative Buy 14.10 Euro 1), 3)

15.04.2019 Speculative Buy 15.10 Euro 1), 3), 4)

In the course of the next twelve months, sc-consult GmbH will presumably prepare the following financial
analyses for the company: one report, one update and two comments

The publishing dates for the financial analyses are not yet fixed at the present moment.

Exclusion of liabiliry

Publisher of this report is sc-consult GmbH. The publisher does not represent that the information and data
contained herein is accurate, complete and correct and does not take the responsibility for it. This report has
been prepared under compliance of the German capital market rules and is therefore exclusively destined for
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German market participants; foreign capital market rules were not considered and are in no way relevant. Fur-
thermore, this report is only for the reader’s independent and autonomous information and does not constitute
or form part of an offer or invitation to purchase or sale of the discussed share. Neither this publication nor any
part of it form the basis for any contract or commitment whatsoever with respect to an offering or otherwise.
Investing in shares, bonds or options always involves a risk. If necessary, seek professional advice.

This report has been prepared using sources believed to be reliable and accurate. However, the publisher does
not represent that the information and data contained herein is accurate, complete and correct and does not
take the responsibility for it. The opinions and projections contained in this document are entirely the personal
opinions of the author at a specific time and are subject to change at any time without prior notice. Neither the
author nor publisher accept any responsibility whatsoever for any loss however arising from any use of this
report or its contents. By accepting this document, you agree to being bound by the foregoing instructions.

Copyright
The copyright for all articles and statistics is held by sc-consult GmbH, Miinster. All rights reserved. Reprint, inclu-
sion in online services and Internet and duplication on data carriers only by prior written consent.




