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Q2 miss as opex remains above our forecast, but upcoming newsflow
(German Cup, CL) leaves upside vs our current estimates; upgrade to Buy
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Q2 prelims below expectations; opex again higher than expected

Borussia Dortmund (BVB) released mixed preliminary figures for Q2/H1 2016-17 (ending 31
December). While Q2 revenues, at € 87.4m, again met expectations (H1: € 214.2m), earnings
missed expectations again. Main reasons for the miss: i/ higher than exp’d personnel expense
(€ 1.5m more than exp’d in Q2) and ii/ other operating expenses (c.€ 2m higher than exp’d in
Q2). In H1, personnel expense stood at € 82.3m vs. our 80.8m). This led to a 260bp increase
in the cost ratio, from 46.1% to 48.7% (as a % of revenues excl. transfers).

Thus, BVB’s Q2 16-17 EBITDA of € 9.7m was not only 15% below last year’s € 11.6m, but also
below our estimate of € 13m. All numbers below the EBITDA line were accordingly lower than
expected. Q2 16-17 EBIT fell to € -5.8m vs. € +1.3m in Q2 15-16. The net loss in Q2 2016-17
stood at € -4.2m vs a net profit of € 0.9m in Q2 2015-16.

Borussia Dortmund: Q2 2016-17 key figures

Q2 16-17 prelims Q2 15-16 Yoy change, % H1 2016-17
Sales 87.4 78.2 +12% 214.2
EBITDA 9.7 11.6 -15% 49.9
EBIT -5.8 1.3 - 18.2
Net income -4.2 +0.9 - 15.6

Source: Oddo Seydler Bank, Company Data
Full-year outlook updated; lowering our net income forecast to € 6.7m

We have updated our full-year 2016-17e estimates in accordance with the recent newsflow.
Aside from the Q2 2016-17 numbers, we also include the transfer of Adrian Ramos to the
Chinese club Chongging Lifan for an estimated € 12m, but also the costs and fees related to
damage caused by BVB fans after the Leipzig game (we est. total costs of € 0.4m for BVB,;
loss of revenues from its south stands, which were closed at the next home game, of € 0.3m, a
+0.1m surcharge). Including all this data in our model, we now estimate group revenues of
€ 382.5m (of which € 57.7m transfer income) assuming BVB: i) reaches the German Cup semi-
finals (no home game), ii) exits the Champions League this round, i.e. loses to Benfica.

With our adjusted opex forecast of € 319.2m for the full year 2016-17e, we now forecast
EBITDA of € 72.7m (down from € 80.2m). Adjusted for transfer income, we estimate EBITDA
pre-player income at € 24.7m. As a result, we now estimate 2016-17e net income at € 6.7m
(down from € 13.1m).

Back to Buy; upcoming newsflow to trigger stock; leaving TP at € 6.00

Ignoring the mixed Q2 2016-17 numbers, we upgrade our rating back to Buy. 1) the current
upside potential is ~16% vs. 3% when we downgraded to Neutral. 2) More importantly in our
view, BVB’s next games will be crucial for the remainder of the FY. 1) DFB Pokal (German
Cup): On 28 Feb BVB will play the S'd-league team Sportfreunde Lotte in the quarterfinals of
the German Cup, which we expect BVB to win. The draw for the semi-finals will reveal BVB’s
chances of making the finals. 2) Champions League: On 8 March BVB will play its return leg
against Benfica (it lost the first leg 1-0 in Portugal). Our model assumes BVB does NOT
advance to the CL quarterfinals; hence, if BVB does reach the next round, this will be a positive
earnings surprise vs. our current estimate. This game leaves upside for the stock. If BVB loses,
the negative impact on the stock would be marginal, while. if BVB advances to the
quarterfinals, it should lift the share price. Adding the possibility of strong transfer income at
end-Q4 (e.g. Aubameyang, assumed transfer price >€ 60m), now is a favourable time to Buy
the stock ahead of expected positive newsflow. TP unchanged at € 6.00.

Marcus Silbe, CEFA (Analyst)

+49 (69) 92 05 48 14

marcus.silbe@oddoseydler.com

Oddo Securities, a division of Oddo et Cie, limited sharepartnership - Bank authorised by ACPR. Oddo & Cie and/or one of its subsidiaries could be in a conflict of interest situation with one or several of the groups mentioned in
this publication. Please refer to the conflict of interests section at the end of this document.

This is a non-contractual document, it is strictly for the private use of the recipient, and the information it contains is based on sources we believe to be reliable, but whose accuracy and completeness cannot be guaranteed. The
opinions given in the document reflect our appraisal at the time of publication and may therefore be revised at a later date.
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o)
o)

Mention of conflicts of interest
e Valuation method

Our target prices are established on a 12-month timeframe and we use three valuation methods to determine them. First, the discounting of available cash flows using the
discounting parameters set by the Group and indicated on Oddo Securities' website. Second, the sum-of-the-parts method based on the most pertinent financial aggregate
depending on the sector of activity. Third, we also use the peer comparison method which facilitates an evaluation of the company relative to similar businesses, either
because they operate in identical sectors (and are therefore in competition with one another) or because they benefit from comparable financial dynamics. A mixture of

these valuation methods may be used in specific instances to more accurately reflect the specific characteristics of each company covered, thereby fine-tuning its
evaluation.

e Our stock market recommendations

Our stock market recommendations reflect the RELATIVE performance expected for each stock on a 12-month timeframe.

Buy: performance expected to exceed that of the benchmark index, sectoral (large caps) or other (small and mid caps).

Neutral: performance expected to be comparable to that of the benchmark index, sectoral (large caps) or other (small and mid caps).
Reduce: performance expected to fall short of that of the benchmark index, sectoral (large caps) or other (small and mid caps).

e The prices of the financial instruments used and mentioned in this document are the closing prices.

e All publications by Oddo Securities or Oddo Seydler concerning the companies covered and mentioned in this document are available on the research site:
www.oddosecurities.com

Recommendation and target price changes history over the last 12 months for the company analysed in this report

Date Reco Price Target (EUR) Price (EUR) Analyst

21.02.17 Buy 6.00 5.21 Marcus Silbe, CEFA
22.11.16 Neutral 6.00 5.80 Marcus Silbe, CEFA
18.08.16 Buy 6.00 4.00 Marcus Silbe, CEFA

Recommendation split

Buy Neutral Reduce
Our whole coverage (417) 48% 43% 9%
Liquidity providers coverage (152) 52% 43% 5%
Research service coverage (67) 58% 39% 3%
Investment banking services (40) 75% 20% 5%
Risk of conflict of interest :

Investment banking and/or Distribution

Has Oddo Group, or Oddo & Cie, or Oddo Seydler managed or co-managed in the past 12 months a public offering of No

securities for the subject company/ies?

Has Oddo Group, or Oddo & Cie, or Oddo Seydler received compensation for investment banking services from the subject No

companyl/ies in the past 12 months or expects to receive or intends to seek compensation for investment banking services
from the subject company/ies in the last 12 months?

Research contract between Oddo group & the issuer

Oddo & Cie and the issuer have agreed that Oddo & Cie will produce and disseminate investment recommendations on the No
said issuer as a service to the issuer

Liquidity provider agreement and market-making

At the date of the distribution of this report, does Oddo Group, or Oddo & Cie, or Oddo Seydler act as a market maker or has Yes
Oddo Group or Oddo & Cie, or Oddo Seydler signed a liquidity provider agreement with the subject company/ies?

Significant equity stake

Does Oddo Group, or Oddo & Cie, or Oddo Seydler own 5% or more of any class of common equity securities of the subject No
companyl/ies?
Does the subject company beneficially own 5% or more of any class of common equity of Oddo & Cie or its affiliates? No

Disclosure to Company

Has a copy of this report ; with the target price and/or rating removed, been presented to the subject company/ies prior to its No
distribution, for the sole purpose of verifying the accuracy of factual statements ?

Have the conclusions of this report been amended following disclosure to the company/ies and prior its distribution? No

Additional material conflicts

Is Oddo Group, or Oddo & Cie, or Oddo Seydler aware of any additional material conflict of interest? No

Statement of conflict of interests of all companies mentioned in this document may be consulted on Oddo & Cie’s: www.oddosecurities.com

This is a non-contractual document, it is strictly for the private use of the recipient, and the information it contains is based on sources we believe to be reliable, but whose accuracy and completeness cannot be guaranteed. The
opinions given in the document reflect our appraisal at the time of publication and may therefore be revised at a later date.
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o)
o)

Disclaimer:

Disclaimer for Distribution by Oddo & Cie to Non-United States Investors:

This research publication is produced by Oddo Securities (“Oddo Securities”), a division of Oddo & Cie (“ODDQ”), which is licensed by the Autorité de Contrdle Prudentiel et
de Résolution (ACPR) and regulated by the Autorité des Marchés Financiers (“AMF”), and/or by ODDO SEYDLER BANK AG (“Oddo Seydler”), a German subsidiary of
ODDO, regulated by Bundesanstalt fir Finanzdienstleistungsaufsicht (“BaFin”).

The research, when distributed outside of the U.S., is intended exclusively for non-U.S. customers of ODDO and cannot be divulged to a third-party without prior written
consent of ODDO. This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.

This research has been prepared in accordance with regulatory provisions designed to promote the independence of investment research. “Chinese walls” (information
barriers) have been implemented to avert the unauthorized dissemination of confidential information and to prevent and manage situations of conflict of interest. This
research has been prepared in accordance with French and German regulatory provisions designed to promote the independence of investment research. The
recommendation presented into this document is reviewed and updated at least following each Quarterly Report published by the issuer purpose of this Research Report.

At the time of publication of this document, ODDO and/or Oddo Seydler, and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all
reasonable effort has been made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as to its accuracy
or completeness and it should not be relied upon as such. Past performances offer no guarantee as to future performances. All opinions expressed in the present document
reflect the current context and which is subject to change without notice. The views expressed in this research report accurately reflect the analyst’s personal views about the
subject securities and/or issuers and no part of his compensation was, is, or will be directly or indirectly related to the specific views contained in the research report.

This research report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional
advice, including tax advice.

Disclaimer for Distribution by Oddo New York to United States Investors:

This research publication is produced by Oddo Securities, a division of ODDO and/or by Oddo Seydler.

This research is distributed to U.S. investors exclusively by Oddo New York Corporation (“ONY”), MEMBER: FINRA/SIPC, and is intended exclusively for U.S. customers of
ONY and cannot be divulged to a third-party without prior written consent of ONY. This document is not and should not be construed as an offer to sell or the solicitation of an
offer to purchase or subscribe for any investment.

This research has been prepared in accordance with regulatory provisions designed to promote the independence of investment research. “Chinese walls” (information
barriers) have been implemented to avert the unauthorized dissemination of confidential information and to prevent and manage situations of conflict of interest. This research
has been prepared in accordance with French and German regulatory provisions designed to promote the independence of investment research.

At the time of publication of this document, ODDO and/or Oddo Seydler, and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all
reasonable effort has been made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as to its accuracy
or completeness and it should not be relied upon as such. Past performances offer no guarantee as to future performances. All opinions expressed in the present document
reflect the current context and which is subject to change without notice.

Rule 15a-6 Disclosure:

Under Rule 15a-6(a)(3), any transactions conducted by ODDO and/or Oddo Seydler, and/or one of its subsidiaries with U.S. persons in the securities described in this foreign
research must be effected through ONY. As a member of FINRA, ONY has reviewed this material for distribution to U.S. persons as required by FINRA Rules 2241(h)
applicable to dissemination of research produced by its affiliate ODDO.

FINRA Disclosures:

* Neither ONY, ODDO, nor Oddo Securities, nor Oddo Seydler beneficially owns 1% or more of any class of common equity securities of the subject company.

* The research analyst of Oddo Securities or Oddo Seydler, at the time of publication of this research report, is not aware, nor does he know or have reason to know of any
actual, material conflict of interest of himself, ODDO, Oddo Securities, Oddo Seydler or ONY, except those mentioned in the paragraph entitled “Risk of Conflict of Interest.”

» Oddo Securities or ODDO or Oddo Seydler may receive or seek compensation for investment banking services in the next 3 months from the subject company of this
research report, but ONY would not participate in those arrangements.

+ Neither ONY, ODDO, Oddo Securities, nor Oddo Seydler has received compensation from the subject company in the past 12 months for providing investment banking
services except those mentioned in the paragraph of “Risk of Conflict of Interest”.

* Neither ONY., ODDO, Oddo Securities nor Oddo Seydler has managed or co-managed a public offering of securities for the subject company in the past 12 months except
those mentioned in the paragraph of “Risk of Conflict of Interest” .

* ONY does not make (and never has made) markets and, accordingly, was not making a market in the subject company's securities at the time that this research report was
published.

Regulation AC:

ONY is exempt from the certification requirements of Regulation AC for its distribution to a U.S. person in the United States of this research report that is prepared by an
Oddo Securities research analyst because ODDO has no officers or persons performing similar functions or employees in common with ONY and ONY maintains and
enforces written policies and procedures reasonably designed to prevent it, any controlling persons, officers or persons performing similar functions, and employees of ONY
from influencing the activities of the third party research analyst and the content of research reports prepared by the third party research analyst.

Contact Information of firm distributing research to U.S. investors: Oddo New York Corporation, MEMBER: FINRA/SIPC, is a wholly owned subsidiary of Oddo & Cie; Philippe
Bouclainville, President (pbouclainville@oddony.com) 150 East 52nd Street New York, NY 10022 212-481-4002.

This is a non-contractual document, it is strictly for the private use of the recipient, and the information it contains is based on sources we believe to be reliable, but whose accuracy and completeness cannot be guaranteed. The
opinions given in the document reflect our appraisal at the time of publication and may therefore be revised at a later date.
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