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Luxury goods o . OF
E Sustained desiderability and growth
Data
Shares Outstanding (m): 9.3 Last September Spactiv, a Special Purpose Acquisiton Company (“SPAC”),
Market Cap. (EURm): 91.1 announced a business combination with Betty Blue so that the newly-merged
Enterprise Value (EURm): 86,1 company wiII. be autom.atically Iistfed under the name “Elisabett.a Frqnchi”.
Eree Float (0) o Betty Blue is a leading accessible luxury company operating in the
ree Float (%): ° womenswear market under the brand name Elisabetta Franchi. The
Av. Daily Trad. Vol. (m): 0.009 company was founded in 1998 in Bologna by Elisabetta Franchi, who is
Main Shareholder: NM leading the company and is the fashion designer. The deal attributes an
Reuters/Bloomberg: SPTV.MI SPTV IM equity valuation to Elisabetta Franchi of EURI95 million implying a 2019
52-Week Range (EUR) 92 98 Adjusted EV/ EBITDA pf 8.2x and Ad]l{st_ed EVIEBIT of 8.9x. We believe thqt
e o ; the acquisition of Elisabetta Franchi is a great opportunity for Spactiv
ource: Factset, UBI Banca estimates shareholders for the following reasons: (1) the expected growth at 4-5% per
year of the accessible luxury sector; (2) the strong brand recognition and
competitive advantage in terms of “Made in Italy” style and quadlity of
Performance . . .
products; (3) the international growth potential; (4) the development of the
Im 3m 12m accessories business; (5) the attractive dividend yield.
Absolute 0% Lo% 3% > Elisabetta Franchi operates through a network of 82 mono-brands stores,
LERU ARSIV s and - Slliie of which 26 directly managed, and around 1,100 multi-brand stores. In
Soucefioctes IHI9 revenues were EUR57.4 million (+4.4% YoY) with e.commerce
representing 6.4% of total sales and retail+monobrand in franchising
accounting for 33% (18% generated by DOS+outlet). The Italian market
: : accounted for approximately 64% of sales.
> The floating of Elisabetta Franchi, excluding promoters’ shares, could range
from 30.9% (maximum withdrawals) to 37.6% (no withdrawals). In the two

ELISABETTA FRANCHI
scenarios, Mrs. Elisabetta Franchi’s stake would be respectively 65.1% and
58.3%.

@ S P A C T I V > 2019 is expected to close with revenues up 6.5% YoY to EURI23 million,
Adj. EBITDA at EUR23.3 million and net cash at EUR5 million, after EURI5
million dividend distribution.

> We forecast 2019E-2022E revenues and Adj. EBITDA CAGR at 8%. In
Analysts 2020 we assume sales will be up by 5%; for the S/S20 season, the order
Oriana Cardani, CFA backlog increased by 9% with wholesale up by 5% YoY.
Senior Adna'IYStb'b ; > We value Elisabetta Franchi EUR255 million based on a DCF, EVA and peer
?I.ZT":'ggrogné%l; ;;In;a"t comparison. This represents a 31% upside vs. the valuation set for the

; business combination.

Dario Fasani > Main risks are: |) potential change in consumer’s attitudes; 2) deterioration
Analyst of the macro-economic scenario; 3) deterioration of the existing
dario.fasani@ubibanca.it . TR
Tel. +39 02 6275 3014 relationship with distributors/agents.
www.ubibanca.com/equity-research
Financials (all data refers to Betty Blue) Ratios (based on EURI95 million equity value)

2018A 2019E 2020E 2021E 2018A 2019E 2020E 2021E
Revenues (EURm) 115,6 123,0 129,2 141,3 P/E Adj. (x) 13,0 12,3 12,3 11,0
EBITDA (EURm) 22,3 19,8 20,6 26,6 PICF (x) 10,3 17,2 17,3 12,1
EBITDA margin (%) 19,3% 16,1% 15,9% 18,8% P/BV (x) 3,8 4,0 3,7 3,2
EBITDA Adj. (EURm) 22,3 23,3 24,1 26,6 Dividend Yield (%) 7,7% 4,8% 5,1% 6,8%
EBITDA margin Adj. (%) 19,3% 19,0% 18,7% 18,8% EV/EBITDA Adi. (x) 83 8,2 79 7,0
Net Income Adj. (EURm) 15,0 15,8 15,9 17,7 Debt/Equity (x) 0,18 0,10 -0,09 0,14
Net Debt/(cash) (EURm) -9.3 -4.9 -4,7 -8,3 Debt/EBITDA (x) -0,41 -0,25 -0,23 -0,31

Source: Company Data, UBI Banca Estimates

Source: Company data, UBI Banca Estimates,
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Key Financials

(EURmM) 2018A 2019E 2020E 2021E 2022E
Revenues 1156 123,0 129,2 141,3 155,1
Value of Production 120, 1 131,3 135,1 147,9 162,4
EBITDA 22,3 19,8 20,6 26,6 29,4
EBITDA Adjusted 22,3 23,3 24,1 26,6 29,4
EBIT 19,8 17,9 18,5 24,3 26,8
EBIT Adjusted 19,8 21,4 22,0 24,3 26,8
Net Income 15,0 12,5 13,3 17,7 19,6
Net Income Adjusted 15,0 15,8 15,9 17,7 19,6
NOPAT 15,2 13,0 13,5 17,9 19,7
Operating Cash Flow 18,9 1,3 11,3 16,1 17,8
Net Capital Employed 42,1 43,9 48,1 52,3 56,8
Shareholders’ Equity 51,4 48,9 52,8 60,6 66,9
Net Financial Position -9,3 -4,9 -4,7 -8,3 -10,1

Source: Company data, UBI Banca estimates

Key Profitability Drivers

2018A 2019E 2020E 2021E 2022E

Net Debt/Ebitda (x) -0,4 0.2 0.2 0,3 0,3
Net Debt/Equity (x) -0,2 -0, -0,1 -0,1 0.2

(EBITDA-CapEx)/EBITDA (%) 93,4% 96,9% 89,6% 90,5% 90,7%
Free Cash Flow Yield (%) 8,9% 5,5% 47% 7,0% 7.8%

Source: Company data, UBI Banca estimates

Key Valuation Ratios

2018A 2019E 2020E 2021E 2022E

P/E (x) 13,0 15,6 14,6 11,0 9,9
P/E Adjusted (x) 13,0 12,3 12,3 11,0 9,9
P/BV (x) 3,8 4,0 3,7 32 2,9
P/OpCF (x) 10,3 17,2 17,3 12,1 10,9
Dividend Yield (%) 7,7% 4,8% 5,1% 6,8% 7,5%
EV/Sales (x) 1,6 1,5 1,5 1,3 1,2
EV/EBITDA (x) 83 9,6 9,2 7,0 6,3
EV/EBITDA Adjusted (x) 83 82 79 7,0 6,3
EV/EBIT (x) 9,4 10,6 10,3 7,7 6,9
EV/EBIT Adjusted (x) 9,4 8,9 8,6 7,7 6,9
EV/CE (x) 4,4 43 4,0 3,6 33
Source: Company data, UBI Banca estimates Based on EURI95 million equity value

Key Value Drivers

(%) 2018A 2019E 2020E 2021E 2022E
Payout 99,8% 75,0% 75,0% 75,0% 75,0%
NW(C/Sales 32,8% 34,4% 35,9% 35,6% 35,3%
Capex/Sales 1,3% 0,5% 1,7% 1,8% 1,8%

Source: Company data, UBI Banca estimates
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INVESTMENT CASE

The business combination

On 12 September 2019, Spactiv S.p.A., the promoters of Spactiv S.p.A., Betty Blue S.p.A.
and the shareholders of Betty Blue S.p.A. signed a framework agreement (‘‘accordo
quadro”) for a business combination that will lead to the merger of Betty Blue into Spactiv
(reverse take over) so that the newly merged company (the “Business Combination”
which will be named “Elisabetta Franchi S.p.A.”) is automatically listed on AIM ltalia. The
structure of the deal aims to allow Elisabetta Franchi S.p.A. to have all the requirements
needed to be listed on MTA within 24 months from the effective date of the merger.

Elisabetta Franchi is a well-known global Italian fashion brand operating in the
womenswear sector in the segment of accessible luxury. The brand is owned by Betty
Blue S.p.A. who is led by the fashion designer Elisabetta Franchi. Currently, Betty Blue is
100%-owned by Elisabetta Franchi, who controls 10% of the company directly and 90%
through holding company Gingi S.r.l..

Elisabetta Franchi has emerged thanks to a strong Italian identity, a distinctive vision of
femininity, a strong attention to traditional craftsmanship and environmentally-friendly
fashion. Elisabetta Franchi will continue to provide style direction as she agreed to sign a
styling consultancy contract with the combined entity for a 5 year+5 year period at EURI
million per year split between EUR0.35 million as remuneration of the Chairman and
EURO0.65 million as Designer (almost unchanged overall conditions compared to the
current contract with Betty Blue set to expire in 2023). In addition, she agreed to sign a 5-
year non-competitive agreement at the end of her consultancy.

Spactiv was admitted at the negotiation on AIM market on 25th September and was listed
on 27th September 2017. During the placement it raised EUR90 million by issuing
9,000,000 ordinary shares. In addition, Spactiv’s promoters subscribed a capital increase of
EUR3 million via 300,000 special B shares.

According to the agreement, Spactiv will use its resources as follows:

e From a minimum of EUR63 million (in case of maximum withdrawal i.e. 30% less
| share) to a maximum of EUR77.5 million (in case of no withdrawal from
Spactiv shareholders) would be used to purchase shares from current Betty Blue
shareholders. The equity value of Betty Blue is set at EUR195 million. Elisabetta
Franchi will transfer the ownership of all her direct stake to Spactiv for a total
value of EUR19.5 million; Gingi will sell the residual stake.

e All resources exceeding the maximum price of the sale, the potential cash out
for the exercise of the withdrawn rights at EUR9.93 per share (estimated at a
maximum value of EUR27 million) and the operating costs up to the execution
date will be distributed to both ordinary and special shares. Spactiv will
distribute a maximum extraordinary dividend estimated at EURI3,946,04|
(EURL.S per share).

e  Afterwards, ordinary and special shares will be brought together in a number so
that the implicit value per share will be EUR9.93 (corresponding to a
EUR92,310,662 total equity value of Spactiv). In this event, the company will
proceed to a capital increase in share capital through the issuance of special
shares at EURIO per share devoted to Promoters in order to restore the
original number of 300,000 special shares. The maximum capital increase is
estimated at EUR454,300 to be collected by issuing 45,430 special shares.

e  Finally, Betty Blue shares should be exchanged, at a I:| ratio, with Spactiv
shares. Therefore, Spactiv will issue maximum 13,293,051 new ordinary shares
devoted to Gingi for a maximum total value of EUR 32 million.

e  Upon merger, 35% of B special shares (or 105,000 shares) will be converted
into Elisabetta Franchi shares at a ratio of 1:6. Regarding the remaining 195,000
special B shares, in order to align their interests with the ones of the investors,

0
=]
3
o
)
=
~
o
[0}
=
o
S
-




UBI><Banca

SPACTIV
02 December 2019

the Promoters decided to adopt a single conversion trigger at EURI3.3 per
share within a reference period of 5 years, instead of the previous 3 years step
up conversion mechanism at EURI I, EUR12 and EURI3.3 per share. To convert
the B shares the price of the ordinary share has to be equal to or higher than
EURI3.3 for at least |5 days over 30 consecutive trading days.

Overall, Gingi’s stake would range from 58.3% (in case of no withdrawal from Spactiv
shareholders) to 65.1% (in case of maximum withdrawal). The floating, excluding
promoters’ shares, could range from 30.9% (maximum withdrawals) to 37.6% (without
withdrawals).

Gingi agreed to sign a lock-up period of 36 months from the effective date of the merger
on the total stake owned by Gingi itself in the combined entity and, in any case, up to a
maximum of 60% of the total shares. The lock-up for the conversion of special shares
owned by the Promoters is set at 12 months after each conversion, up to 5 years after
the merger.

The Board of Directors will be composed of nine members, five of which will be
designated by Elisabetta Franchi (including the CEO). Four board members will represent
the Promoters. Two of the total members will be independent (one nominated by the
Promoters and one by Gingi). The founder Elisabetta Franchi will remain Chairman of the
Group.

Betty Blue value is set at EURI95 million as equity and EUR190 million as EV (pre cost of
transaction), which corresponds to:

v 8.2x 2019E EV/EBITDA Adjusted;
8.9x 2019E EV/EBIT Adjusted;
I.5x 2019E EV/Sales;

15.6x 2019E P/E;

v
v
v
v' 12.3x 2019 P/E Adjusted.

We believe that the business combination will create room for international growth in
department stores and accelerate the development of accessories. Therefore, we estimate
a net income 2019E-2021E CAGR of over 19%; on a PEG ratio |19E (P/E I9E divided by
19E-21E CAGR) the implicit valuation is 0.8x which represents a 58% discount vs. median
global luxury sector (52% discount vs luxury-to-entry sub-segment and 68% vs Italian
luxury sub-segment). On EEEG (EV/EBIT |9E divided by 17% CAGR |19E-21E) Betty Blue
is valued 0.64x vs 1.6x of the median global and Italian sector (and |.2x accessible sub-
sector).

At the subscription event, every ordinary shareholder had received 1,800,000 warrants in
a ratio of 2 warrants every 10 shares. In addition, the day before the business combination
is made effective by the EGM every ordinary shareholder holding their shares will receive
warrants in the ratio of 3 warrants every 10 shares for total of 2,700,000 warrants.
Warrants must be exercised within 5 years from the business combination; exercise
period starts from two months after the business combination and conversion is
compulsory within 60 days from the date when the average monthly price of ordinary
share exceeds EURI3.3 per share. Each warrant entitles investors to receive a formula-
based number of new ordinary A share at a strike price of EUR9.5. More specifically, on
the numerator side there is the average monthly share price less EUR9.5 per share; on
the denominator there is the average monthly share price less EURO.| per share.

At EURI3.3 of Elisabetta Franchi, we estimate that the total conversion of B shares and
warrants would imply a potential dilution of 11.2% on the total in case of no withdrawal
and 10% in case of maximum withdrawals.

Spactiv’'s EGM is called to deliberate on the business combination around January/February
2020.
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Elisabetta Franchi equity story

Betty Blue was founded in 1998 in Bologna by Elisabetta Franchi who continues to provide
creative direction for the brand. It is focused on the Ready-to-Wear (RTW) women’s
clothing but it also operates in the footwear, leather goods and accessories businesses
(around 13% of sales).

The fashion group creates and distributes women’s clothing and accessories, both in Italy
and abroad in over 60 countries (mainly in major European countries, Russia and the
Middle East) via 18 Directly Operated Stores (DOS), 8 outlets, 56 monobrand franchises
and around 1,100 multibrand shops. The company achieved revenues of EURI 5.6 million
in 2018 and an EBITDA of EUR22.3 million. 2019 is expected to close with revenues at
EURI123 million (+6.5% YoY) and Adjusted EBITDA at EUR23.3 million (19.0% EBITDA
margin).

Elisabetta Franchi is the creator of a perfect Made in Italy prét a porter brand that owes
its success to her distinctive style and to the production strategy based on quality,
excellence and attention to detail. Elisabetta Franchi has a recognized brand image of an
ultra-feminine, very sensual and strong woman.

85% of production is outsourced to Italian artisans who have a long-standing relationship
with Elisabetta Franchi thus ensuring flexibility for the company: seasonal production takes
place in 2-3 months and replenishment requires only 2-3 weeks. Both purchase process
and production are mainly on demand.

We fully recognise the quality of Elisabetta Franchi’s business model based on:

e Focus on the Italian womenswear arena in the promising accessible
luxury segment ... The entry-to luxury segment is forecast to accelerate its
growth in the coming years to a 4-5% CAGR 2019-2022 vs 3.3% CAGR 2016-
2019E.

e ... continuing increase in brand awareness ... Elisabetta Franchi is well
known for its “Made in Italy” quality, strong identity brand and significant use of
online marketing with 1.8 million Instagram followers (as at October 2019).
Therefore, we believe that buoyant growth in e-commerce (around 8% of total
sales 2019E), the continuing positive outlook for like-for-like growth in its retail
business division (close to 18% of total sales 2019E) and an opportunistic
development of full price DOS (we assume 4 in the next 3 years) should sustain
mid-single digit sales growth over the next 3 years.

e ... development of the presence into international department store
... Among global department stores, Elisabetta Franchi is currently present only
at Galerie Lafayette in Berlin and at Excelsior in Italy. Spactiv’s Promoters can
support the Group by implementing an entry strategy into major international
department stores since Borletti Group has developed skills in distributing
fashion brands through Printemps and Rinascente and Gabriele Bavagnoli has a
vast experience in consumer goods acquired during his career in consultancy
and private equity.

e ... and aimed at expanding the accessories product range (primary bags
and shoes).

e  Opportunity to further increase the standing of the management
team aimed at a significant internalisation expansion. Betty Blue has recently
appointed a new highly respected management team: the CEO, Mr. Enrico
Mambelli, previously CEO of Diadora and Gianfranco Ferre; the General
Manager, Mr. Matteo Roversi, previously Managing Director of Inver and La
Fortezza and the CFO, Mr. Gianluca Nannini, previously CFO and HR Director
of Arcadia/Dondup and Borbonese).

e Lean and solid balance sheet, high ROIC and visible cash flow. Elisabetta
Franchi has an outstanding ROIC (29.6% in 2019E vs a median of 8% in the
luxury sector); we believe that this is mainly due to the fact that Elisabetta
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Franchi’s balance sheet is very lean, with limited goodwill (EUR2.2 million in
2019E or 33% of fixed assets), limited investments in relation to sales growth
(2.9% average CAPEX/Sales 2016-2018 and 0.5% in 2019E vs a median of 5%
median in the luxury sector in 2018) and tight management of NWC (with
NW(C/Sales 2019E at 36%). Elisabetta Franchi outperform the sector also in
terms of cash conversion ratio: its (EBITDA-CAPEX)/EBITDA 20I9E is
estimated at 97% vs a 70% median. Elisabetta Franchi should remain cash flow
positive for EUR5 million in 2019 after a EURI5 million dividend distribution
(EUR45 million cumulated in 2016-2019).

Overall, we forecast both consolidated revenues and EBITDA CAGR 2019E-2022E at 8%.
We expect the increase in the cost of structure to be offset by the improvement of the
gross margin due to better sales mix in terms of channel (retail+ecommerce vs wholesale)
and product mix (accessories vs apparel). We expect an average 2020-2022 EBITDA
conversion ratio at around 90%. For the S/S20 season, the order backlog increased by 9%
with wholesale up 5% YoY.

We set an equity valuation of EUR255 million, which is the simple average valuation
obtained by using three different methods:

e aDCF (WACC 7.6%, g 3%) which returns a fair value of EUR263 million;
an EVA spread approach which returns a fair value of EUR235 million;

e  a value maps approach using international accessible/entry-to-luxury players as
peers, which gives EUR266 million.

We believe that the potential for Elisabetta Franchi to maintain high single digit growth
and cash flow generation higher than its peers makes the story attractive to investors. By
assuming a 75% pay-out at EURI95 million equity value the stock would offer a 4.8%
dividend yield 2019E compared to 1.8% of median global sector (1.5% of Italian sector).

Further potential upside could come from the starting of licence business in eyewear and
perfume sectors as well as from expansion in China and the USA via a partnership, which
are long-term corporate targets.

The main risks are: 1) potential change in consumer’s attitudes; 2) deterioration of the
macro-economic  scenario; 3) deterioration of the existing relationship with
distributors/agents.
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COMPANY PROFILE
Spactiv

Spactiv is a Special Purpose Acquisition Company (so called “SPAC”), an investment
vehicle which was founded on 27 July 2017, was admitted to negotiate on the AIM on 25
September 2017 and listed on 27 September 2017. It aims to research and selec
acquisition targets within 24 months from the listing with a view to buying a minority
stake, merge with the target company and automatically list the newly-merged company
(the “Business Combination”) into AIM ltalia.

Spactiv raised EUR93 million by issuing the following financial instruments:

» 9,000,000 ordinary A shares which were listed at the price of EURIO per share
(hence raising EUR 90,000,000);
> 300,000 special B shares at EURIO per share subscribed by promoters;
> 4,500,000 free warrants split as follows:
v" 1,800,000 warrants to the ordinary shareholders in a ratio of 2 warrants
every |0 shares;
v' 2,700,000 warrants to the ordinary shareholders holding their shares the
day before the business combination approval by the EGM in the ratio of 3
warrants every |0 shares.

Warrants must be exercised within 5 years from the business combination; exercise
period starts from two months after the merger and conversion is compulsory within 60
days from the date when the average monthly price of ordinary share exceeds EUR13.3
per share. Each warrant entitles investors to receive a formula-based number of new
ordinary A shares at a strike price of EUR9.5. Specifically, on the numerator side there is
the average monthly share price less EUR9.5 per share; on the denominator there is the
average monthly share price less EURO.| per share.

The special B shares could be converted into ordinary shares at a 1:6 ratio as follows: (i)
35% upon merger, (ii) 65% when the share price reaches EUR13.30 within 5 years of the
effective date of the Business Combination. Specifically, conversion can be called when the
share price would be equal to or higher than EURI3.3 for at least |5 days over 30
consecutive trading days. B shares are non-listed, not voting for business combination and
non-transferrable. Following the business combination they will have voting rights and
rights to dividend distribution.

We would like to stress that such single trigger mechanism replaces the original step-up
conversion at EURII, EURI2 and EURI3.3 per share in 3 years, in order to align the
promoters’ interests with investors’ interest..

The promoters are two investment companies: BG Asset Management S.A,, referring to
Mr. Maurizio Borletti and Mr. Paolo De Spirit, and Milano Capital S.r.l., referring to Mr.
Gabriele Bavagnoli. They own 70% and 30% of class B shares respectively.
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Figure | — Shareholders’ structure of SPACTIV’s B shares owned by promoters
Promoters invested EUR3 million by subscribing class B shares. Mr Borletti is President of Spactiv, Mr De
Spirit is vice-President and CEO and Mr Bavagnoli is CEO.

Maurizio Borletti Paolo De Spirt
30%
70%
Spring Holding S.A.
Gabriele Bavagnoli
100% 0%
BG Asset Management S.A. Milano Capital S.r.1.

70%

30%

Spactiv S.p.A.

Source: Company data

SPACTIV’s BoD is composed of 4 members, one of whom is independent. The founders
are all members of the BoD and have a long-term experience in private-equity, in
particular in lifestyle equity.

Figure 2 — SPACTIV promoters
All promoters have a significant track-record of value-creation in private-equity and M&A deals and have experience in the luxury and consumer goods
segment both as strategic and financial consultants and in managerial roles

MAURIZIO BORLETTI PAOLO DE SPIRT GABRIELE BAVAGNOLI VALENTINA DI RIENZO

® 0 o ©

2006 - to date: Founding Partner of 2006 - to date: Founding Pariner of Borletti 2016 - to date: Founder and Managing 2017 - to date: Head of Investments of

Borletti Group Group; Board member of Printemps, Director of Milano Capital; Chairman of SPACTIV
Grandi Stazioni Retail, Highstreet Finarno Baracchi Holding (“FBH")

2016 - to date: Chairman and leading 2010-2017: Manager at Vitale&Co,

investor in Grandi Stazioni 2002 - 2006: CEO of Ungaro, Senior 2014 - 2016: Managing Director at Idea independent financial advisor in
Manager at Ferragamo Capital Funds; Board member of La extraordinary operations (M&A and debt)

2006 — 2013: Honorary Chairman and Piadineria

leading investor in Printemps 1999 - 2002: Founder and CEO of 2008 - 2010: Analyst with EY - Corporate
intemational food retail chain 2007 - 2014: Partner at McKinsey & Finance

2006-2012: Member of Steering Company

Committee of EuroCommerce, Board 1988 - 1998: M&A advisor with Deutsche 2007: M&A in Pirelli

Member of Federdistribuzione Bank 1997 — 2007: Strategy consultant at

McKinsey & Company; M&A Advisor with
2005 - 2011: Chairman and leading Morgan Stanley
investor in laRinascente

1994 - 2000: Owner and CEO of Christofle

Source: Company data



UBI><Banca

SPACTIV
02 December 2019

Any Business Combination is subject to the withdrawal rights of Spactiv shareholders’ less
than 30% of the voting rights. The withdrawal price was set at EUR9.93. Should the 30%
threshold be exceeded, any proposed Business Combination would be declared ineffective
and if the above stated 24-month term expires, Spactiv would be dissolved. Should Spactiv
be liquidated, the net proceeds will be allocated as follows: initially, funds will be allocated
only to Investors (and not to Promoters) until they receive 99% of the amount they
provided in the IPO to subscribe class — A shares. Then, if any cash or other assets still
remain, Promoters will receive up to 99% of the amount they provided to subscribe class
- B shares; finally, any remaining cash or other assets will be allocated among Investors
and Promoters, according to the share of capital owned.

The business combination structure

On 12 September 2019, Spactiv S.p.A., the promoter of Spactiv S.p.A., Betty Blue S.p.A.
and the shareholders of Betty Blue S.p.A. signed a framework agreement (‘‘accordo
quadro”) for a business combination that will lead to the merger Betty Blue into Spactiv.

Betty Blue S.p.A. is owned by the designer Elisabetta Franchi who directly controls a 10%-
stake while the remaining 90%-stake is owned through Gingi S.r.l.. If the business
combination with Spactiv is approved, Betty Blue will be listed on AIM Italia of Borsa
Italiana, with the name “Elisabetta Franchi S.p.A.” The deal structure is aimed at allowing
the move onto MTA at a later stage in the following 24 months and to open up its capital
to other investors, with the aim of accelerating its development plans in Italy and abroad.
The significant skills of Spactiv’s team in luxury and retail sectors are expected to provide
consideragble support in implementing and developing the Elisabetta Franchi’s strategy.

The deal is based on an equity value of EURI95 million for Betty Blue.
The main terms of the business combination are the following:

»  Spactiv will acquire a minority stake in the share capital of Betty Blue for an
amount between a minimum of EUR63 million and a maximum of EUR77.5
million.

The definitive price and the stake will be determined according to the amount needed: (1)
to liquidate the shares that have been subject to withdrawal (maximum EUR27 million at a
price of EUR9.93 per share); (2) to the sum of resources that may eventually exceed the
maximum amount mentioned to be distributed to Spactiv shareholders and (3) to finance
the operating costs of the company itself.

> In the context of the business combination, Spactiv will proceed to distribute
reserves to the holders of its own ordinary and special shares, provided that the
company has resources exceeding the maximum price of the sale (EUR77.5
million), the potential outlay that it will have to make to pay for the liquidation
of the shares that have been withdrawn and the opening costs up to the
effective date. The price of withdrawal was set at EUR9.93. The maximum
extraordinary dividend is estimated to be EUR13,946,041.

Figure 3 — SPACTIV simulation of potential reserves distribution
Maximum distribution of reserve is estimated at EURI.5 per share

Zero withdrawal Max withdrawal
Price of withdraw (EUR) 9.93
Cash-out due to withdrawl (EUR) 0 -26,810,990
Cash out for acquisition of Betty Blue (EUR) -77,500,000 -63,000,000
Cash available to distribution (EUR) 13,946,041 -
Number of Spactiv shares 9,300,000 6,600,001
Distribution per share (EUR) 1.5

Source: UBI Banca estimates based on company data
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> If the prerequisites for the distribution are fulfilled, and also so as to better
determine the merger share exchange ratio, the ordinary and special shares of
Spactiv will be brought together in a number so that the implicit value per share will
be EUR9.93 (equal to EUR92,310,662 total equity value). In this event, the company
will proceed to a capital increase in share capital through the emission of special
shares at a unit price of EURIO (including premium, if any), that will be underwritten
by the Promoters to the extent that they will hold again 300,000 special shares on
the effective date of the merger (and thus following the reverse stock split, but
before the conversion of the first tranche of special shares). The maximum rights
issue is estimated in EUR454,300 to be collected via 45,430 new special B shares.

Figure 4 — SPACTIV simulation of reserve stock split
The reverse stock split would not be called in case of maximum withdrawal

Zero withdrawal Max withdrawal
Spactiv value (EURm) 92,310,662 92,310,662
Cash-out due to withdrawl (EUR) 0 -26,810,990
Cash out due to distribution (EUR) -13,946,041 -
Spactiv value post distribution(EUR) 78,364,621 65,499,672
Number of Spactiv shares 9,300,000 6,600,001
Spactiv shares post split 7,891,704 6,600,001
New special B shares to issue 45,430
Total Spactiv shares post split 7,937,133 6,600,001

Source: UBI Banca estimates based on company data

»  The remaining Betty Blue shares will be exchanged, at a |:| ratio. The exchange
ratio has been determined on the base of the valuation of Betty Blue and of
Spactiv, which was set at EUR92.3 million for the purposes of the merger.

Shareholder structure

Following the merger, Elisabetta Franchi will hold a stake in the overall share capital of the
combined entity in the range of a minimum of 58.3% and a maximum of 65.1% (assuming
minimum and maximum withdrawals respectively, in both cases, following conversion of
the first tranche of special shares).

Figure 5 — SPACTIV share evolution in different scenarios
The floating stock, excluding promoters’ shares, could range from 30.9% (maximum withdrawals) to
37.6% (no withdrawals)

Zero withdrawal Max withdrawal
Equity value of Betty Blue (EURm) 195,000,000
Number of Betty Blue shares 19,637,462
Betty Blue value per share (EUR) 9.93
Spactiv cash out (EUR) 77,500,000 63,000,000
Number of Betty Blue shares purchased 7,804,632 6,344,411
Stake of Betty Blue acquired 39.7% 32.3%
Number of Betty Blue residual shares 11,832,830 13,293,051
Swap ratio post split 1.0 1.0
Number of Spactiv ord. shares for Gingi 11,832,830 13,293,051
Spactiv total shares 20,294,963 20,418,051
Former Betty Blue shareholders stake 58.3% 65.1%
Promoters 4.1% 4.0%
Free Float 37.6% 30.9%

Source: UBI Banca estimates based on company data
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Warrants and special B shares effect
Considering the maximum price-cap for warrants at EURI3.3 per share, we have
simulated the dilution effect due to both the conversion of B shares and warrants exercise

in the scenario of zero withdrawal (11.2%) and maximum withdrawal (10%).

Figure 6 — SPACTIV simulation of shareholders at EURI3.3 per share in two different scenarios

The conversion of warrants and B shares at EURI3.3 per share would rise free float to 39.6% in case of
no withdrawal and to 32.8% in case of maximum withdrawal

Zero withdrawal Max withdrawal
Spactiv total shares at EURI3.3 per share 22,565,417 22,455,324
Former Betty Blue shareholders stake 52.4% 59.2%
Promoters 8.0% 8.0%
Free float 39.6% 32.8%

Source: UBI Banca estimates based on company data

Shareholders’ Lock-up
There is a lock-up period from the date on which the merger becomes effective for both
Elisabetta Franchi and the Promoters. More specifically:

v" The lock-up period for Elisabetta Franchi is 36 months and concerns all the
shares owned by Gingi and, in any case, a number of ordinary shares of the
combined entity up to 60% of total shares on the effective date of the merger;

v" The lock-up for the conversion of special shares owned by the Promoters is 12
months after each conversion, up to 5 years following the merger.

Valuation agreed

In the context of the stake purchased from the current shareholders the Betty Blue equity
value is set at EURI95 million. Considering the EUR5 million Net Cash expected at the
end of 2019, the Enterprise Value implied is EURI90 million, or:

v/ 8.2x 2019E EV/EBITDA Adjusted;
8.9x 2019E EV/EBIT Adjusted;
1.5x 2019E EV/Sales;

15.6x 2019E P/E;

v
v
v
v' 12.3x 2019 P/E Adjusted.

Considering the growth opportunity generated by the business combination on the
department store and on the accessories division, we believe that it is interesting to figure
out P/EI9E and EV/EBITI9E compared to growth prospects. On PEG |9E Elisabetta
Franchi is valued 0.9x compared to 2x of sector median (and 2.5x for Italian sub-sector
and |.4x for the accessible luxury sub-sector).

On EEEG 2019 (EV/EBIT 2019E divided by EBIT CAGR 2019-2021) Elisabetta is valued
0.65x which represent a 57% discount vs. luxury sector (56% discount vs Italian sector
and 46% vs sub-sector of entry-to-luxury segment).

Governance

The Board of Directors will be composed of nine members, five of which will be
designated by Elisabetta Franchi (one of whom will be the CEO). Four board members will
represent the Promoters; two will be independent members. The Board of Auditors will
be composed of three effective members (two appointed by Gingi, the Chairman
nominated by the promoters) and two alternates (| nominated by Gingi).

Following the “accordo quadro” reached with Spactiv, Betty Blue’s management has been
reinforced by the addittion of two key figures with an extensive experience in the sector:

v' Mr. Enrico Mambelli, new CEO;
v Mr. Gianluca Nannini, new CFO.
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The founder Elisabetta Franchi will be Chairman of the group and will continue to provide
style direction by signing a 5 year + 5 year style consultancy contract with Elisabetta
Franchi S.p.A. worth EURI million per year (EUR0.35 million as Chairman remuneration
and EURO0.65 million as Designer). In addition, Elisabetta Franchi has agreed to sign a 5-
year non-competitive agreement following the expiration of her style direction contract.

Timeline

Spactiv’s EGM is scheduled to be called to deliberate on the business combination in
January/February 2020.

Elisabetta Franchi: combination of luxury and fast fashion

Elisabetta Franchi operates worldwide in the womens fashion and affordable luxury goods
sector. Under its own-label brand Elisabetta Franchi designs, produces and distributes a
wide range of products that includes Ready-to-Wear, footwear, leather goods and
accessories like jewellery.

Betty Blue was founded in 1998 in Granarolo dell’Emilia (Bologna) by Elisabetta Franchi.
The brand was first called Celyn B.; in 2012, following a re-branding strategy, the Group
started to produce the new line under the brand Elisabetta Franchi which operates in the
entry-to-luxury market.

For both spring/summer and winter/fall seasons the Group produces three collections:
“Pre”, “Main” and “Catwalk” for total 800 items per season divided into 20 categories
(dresses, blouses, trousers, jerseys, jeans, bags, outerwear, skirts and accessories):

e  “Pre” collection (about 45% of the season’s products and 55% of cumulative
revenues of the last two seasons): it includes everyday clothes, easy to wear and
that are able to meet the needs of a dynamic woman. The exponential growth of
this collection has been fast and will represent a stepping stone for further
international development;

e “Main” collection (about 35% of items for every season and 35% of cumulative
revenues of the last seasons): it is focused on more sophisticated clothes and
develops the trend of the season.

e  “Catwalk” collection (about 20% of the season’s products and 10% of the
cumulative revenues of the last two seasons): unique garments.

Figure 7 — Collections

Sales campaigns are May and November for “Pre”, June and January for “Main” and September and

CATWALK

February/March for “Catwalk”

Source: Company presentation
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In addition to the brand and logo, the specific distinctive features of the style of the
fashion house are the following: use of soft and delicate colours to accompany the
seasonal colours like its iconic red; fit and iconic shapes such as robemantou, essentials
pants and divisible clothes and use of shuttle fabrics.

The company earned revenues of EURI 5.6 million in 2018 and an EBITDA of EUR22.3
million. The first half of 2019 closed with EUR57.4 million revenues (+4.4% YoY)
generated by 306 employees. Net of transaction costs, extraordinary costs caused by the
closing of the DOS in HK and any other extraordinary costs (for a total estimated amount
of EUR3.5 million), 2019 is expected to close with revenues up by 6% to around EUR123
million, EBITDA at EUR23.3 million (19.0% EBITDA margin) and EBIT at EUR21.4 million
(17.5% EBIT margin).

Elisabetta Franchi is a very successful company that presents significant profitability and
enjoys good brand recognition, an Italian-made production as well as being at the
forefront with important environmental initiatives. Thanks to its creative and innovative
spirit which pays particular attention to the markets, in little more than a decade,
Elisabetta Franchi has become one of the most successful next-generation brands in the
world of fashion.

Figure 8 — Evolution of revenues since its establishment (EURk)
In the last 10 years Betty Blue doubled its revenues to overcome EURI20 million in 2019. The 2009 crisis had limited impact on sales.
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Source: Company data

History

Elisabetta Franchi is the beating heart of the namesake brand, which is known worldwide
for its solid brand awareness and high quality Made-in Italy products. Elisabetta Franchi has
been able to build a strong identity and to find a unique position strategy based on the
following features: Italian creativity, tradition of craftsmanship, environmentally-friendly
fashion and use of innovative direct communication tools.

Here are the Group’s main historical milestones:

. In 1998, Elisabetta Franchi and her husband Sabatino Cennamo founded Betty
Blue with the name Celyn B collection, referring to the French allure and the
designer’s nickname “Betta”. The style is distinctive and stands out for its
extremely feminine urban chic mood, with curvy fits and impeccable silhouettes.
These two features have been the brand’s strongest suit till now.

e In 2003 the first mono-brand shop was opened in Florence, followed by store
openings in Bologna and Rome in 2005.

e In 2006, the designer started a foreign expansion opening 4 mono-brands
franchising stores in Russia. In the meantime, Mrs Elisabetta Franchi bought the



SPACTIV
UBl >< Banca 02 December 2019

0
=]
3
o
)
=
~
o
[0}
=
o
S
-

facilities of an old pharmaceutical company in Bologna, which in 2008 became
the maison’s headquarters: over 6,000 m2 of modern and functional beauty,
shaped like a box, which has been designed and developed in order to reflect in
its architecture the peculiar features of the brand: coherence, precision,
tenaciousness and relentlessness.

e  Since 2009, it has opened stores in other important European markets and in
the United Arab Emirates and, since 2011 in China.

e In 2010, the Group invested in e-commerce with an e-shop website for the
Italian market which was opened to the European market in 2016 and to non-
EU countries in 2018.

. Since 2012, the designer has chosen to sign her creations with her own name,
giving life to the namesake brand, ELISABETTA FRANCHI.

e In October 2013, private-equity fund Trilantic Capital Partners reached an

agreement with Elisabetta Franchi to acquire a 25%-stake in Betty Blue. In the

meantime Elisabetta Franchi opened her first Milan showroom, which stands as a

black 950 square-meter, 6-storey monolith in via Tortona. Regarding her

collection, Elisabetta started her ecosystem project by removing fur, feathers

and angora wool from its products (second European luxury brand after Stella

McCartney) and opened a dog hospitality.

In 2014, Elisabetta Franchi started to take part in Milan fashion week.

In 2015, the Group decided to discontinue the production of Celin b line.

In 2016, a DOS in Moscow was opened.

In 2017 Elisabetta Franchi consolidated its international development path by

opening a DOS in Paris. In October, Elisabetta Franchi became the only owner

of the Group by purchasing the 25%-stake owned by Trilantic Capital Partners.

e In 2018 a direct 350 sqm show-room was opened in the heart of Moscow.

Elisabetta Franchi at a glance

Elisabetta Franchi originally focused on Ready-to-Wear but has immediately diversified its
business to accessories auch as shoes, leather products and jewels. Apparel now
represents around 87% of sales; shoes and bags are 5% each.

Figure 9 — Spring-Summer |18 + Autumn-Winter |8 sales breakdown by product category

Bags and shoes have room to increase their weight (10% of total now)

o

m Apparel
= Clothes
Spring-Summer 18 +
Autumn-Winter 18 = Bags
= Shoes
m Other

Source: Company presentation

From a geographical point of view, over 60% of total sales are generated in Italy where it
has a well established distribution network (15 DOS, 8 outlets and 8 mono-brand
franchises). The Middle East represented around 5% of 2018 revenues.
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Figure 10 — 2018 sales breakdown by geographic area Figure 1| — IH19 sales breakdown by geographic area
The main market in Europe are France, Spain and Poland; Russia In IHI9 the non-EU area was hurt by the closing of the HK shop and by
dominates non-EU area making up 9% of total sales the rationalization of the client base in Russia

2018 F

m [taly = Europe = RoW m |taly = Europe = RoW

Source: Company data reflecting the split of e-<commerce revenues to destination Source: Company data reflecting the split of e-<commerce revenues to destination
countries countries

In the last 2 years, the international expansion of the Group through the opening of

franchising mono-brand was significant (24 new openings out of 48 total foreign shops).
Foreign franchising represent 86% of total mono-brands.

Figure 12 — 2006-2019 evolution of openings in DOS and mono-brand stores

The internalization process of Elisabetta Franchi was mainly deployed via mono-brands openings in franchising

Franchising DOS Total
International Domestic Total International Domestic Total International Domestic Total

2006 | 5 6 0 9 9 | 14 15
2007 2 0 2 0 | | 2 | 3

2008 2 0 2 0 0 0 2 0 2
2009 | | 2 0 2 2 | 3 4
2010 | 0 | 0 2 2 | 2 3

2011 2 0 2 0 2 2 2 2 4
2012 2 0 2 0 2 2 2 2 4
2013 | 0 | 0 0 0 | 0 1

2014 3 2 5 0 0 0 3 2 5

2015 4 0 4 0 0 0 4 0 4
2016 5 0 5 2 0 2 7 0 7
2017 9 0 9 | 5 6 10 5 I5
2018 11 0 11 0 0 0 11 0 1
2019 4 0 4 0 0 0 0 4
Total 48 8 56 3 23 26 51 31 82

Source: Company data

In 2018 Elisabetta Franchi generated around 77% of sales from 56 franchised mono-brand
stores and over |,100 multi-brand stores. In late 2010, Elisabetta Franchi launched its e-
commerce platform www.elisabettafranchi.com which is managed directly by the company
and currently serves all major European countries, Russia and the US. The commercial
partner is Filoblu which offers customer service in 5 languages. The e-commerce
represented about 5% of total sales in 2018 and jumped to 6.4% in IHI9.
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Figure 14 — IH19 sales breakdown by distribution channel

Italy represented 52% of wholesale, Europe was 26% and non-EU was

The weight of wholesale in |H19 decreased due to the closing of the HK
shop. Italy reached 56% of wholesale.

22%.
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18,3%,

1H19

= E-commerce

= Retail

= E-commerce m Wholesale

= Retail

m Wholesale

Source: Company data Source: Company data

At the moment, Elisabetta Franchi is not present in major international department stores.
We expect that the synergies with Borletti Group will be significant to close the gap

compared to main foreign peers.

Figure 15 — Synergies with Borletti Group
Elisabetta Franchi is currenlt present only in Gallerie Lafayette in Berlin and Exchelsior in Italy
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Source: Company data

Its business model has the following features:

I) Creation and Product Development. All product design stages (research, the
study of materials, fabrics) are developed internally at its headquarters near
Bologna.

The stylist team consists of 14 people and works to define, designs and develops
prototypes for the F/W season in the second half of the previous year and for the
S/S season from January to May of the previous year.

Elisabetta Franchi is the Creative Director for all product categories and enhances
development for a more consistent and recognizable brand.
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2) Presentation of the collections and sales campaign. The sales campaign take
place at the showrooms of Milano and Moscow or at the showrooms of the
various agents and distributors. The Milan showroom receives orders from all
DOSs, multi-brand clients in Northereastern and Northerwestern lItaly, of the
most important franchisees and of all foreign clients with a direct link with
headquarters. The Moscow showroom serves wholesale clients located in the
former Soviet Union. The sale campaign lasts 6/7 weeks for the “Pre” collection,
5/6 weeks for the “Main” and 4/5 weeks for the “Catwalk”.

3) Sourcing. Elisabetta Franchi is supported by high-standing and high-quality
suppliers (about.245) who ensure tight control of all raw materials and finished
products. More specifically, in 2018 the Group used:

e 87 fabric suppliers (the top 5 accounted for 41% of total fabric
purchases, the top 10 represented 63%).

e 75 suppliers of raw materials (the top 5 accounted for 43% of total raw
material costs, the top 10 accounted for 66%)

e 84 suppliers of finished products (the first 5 accounted for 35% of total
costs, the top 10 represented 59%). 81% of finished products came
from Italy.

4) Production. 85% of production constists of Made-in-Italy product. The finished
products acquired by Betty Blue represents 35% of all sales goods; 1/3 is made in
Italy. The entire production process is carried out externally by highly skilled Italian
artisans who guarantee the Made-in-Italy footprint and provide flexibility to the
company. In 2018 the Group used 24 subcontractors (the top 5 represented 38%
of the total production cost of the clothes purchased, 10 accounted for 64%).
Purchase and production take place mainly on demand. Seasonal production lasts
2-3 months and replenishment takes place in 2-3 weeks. Quality control is managed
internally in 5 warehouses: 3 in Bologna, | in Ancona for outlet and | managed by a
third-party for international clients.

5) Marketing & Communication: the marketing and communication department is
made up of 8 people. In the last years, Elisabetta Franchi has strengthened its online
communication through a growing use of social networks (i.e. Instagram, Facebook
and Twitter). Elisabetta Franchi is personally involved and has achieved important
results in terms of brand recognition (1.8 million followers on Instagram).

Figure 16 — Historical evolution of EF Instagram followers Figure 17 — Instagram followers of main accessible luxury players
Elisabetta Franchi brand social media strength’s growth is 33.5% of Elisabetta’s followers are foreign, which proves the
impressive international brand recognition
Elisabetta Franchi 1.8 million
2.000.000
1.800.000 Alberta Ferretti 1.8 million
1.600.000 Isabel Marant 1.6 million
1.400.000 ) .
1.200.000 Pinko 1.1 million
1.000.000 Sandro 1.0 million
800.000
600.000 Ted Baker 1.0 million
400.000 Philip Lim 1.0 million
200'008 Alice + Olivia 1.0 million
o EEEEEEEEEEE 09 millon
> = = > = = > = = > = = >
2 g 225 ¢g 22222322 ¢g =22 Zadig&Voltaire 0.9 million
Twinset 0.7 million
Source: Instagram Source: Instagram

The stylistic evolution of the brand led Elisabetta Franchi to wear important international
celebrities and influencers (for example Angelina Jolie, kate Hudson, Jessica Alba, Emily
Brunt, Jennifer Lopez, Lady Gaga, Kendall Jenner, Diva Don Teese and Koutney
Kardashian).
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EF's mission is to use social networks not only as a tool to increase product and brand
visibility but first and foremost to convey positive values, disseminate information and to
be reachable, the ability to communicate and interact with the designer and her team. The
result has led Elisabetta Franchi to be recognized as a brand influencer. The ability to
communicate with Elisabetta Franchi in person has led to very important results in terms
of satisfaction and KPIs.

Distribution

The company has an extensive distribution network throughout the world, currently
comprising 82 mono-brand shops (18 full price DOS, 8 outlets and 56 franchises) covering
more than 60 countries and 1,100 multi-brand stores located in the world’s most
important cities.

Figure |18 — Elisabetta Franchi distribution network

The foreign network is mainly developed in Europe, the Middle East, Russia and Asia
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Source: Company presentation, November 2019

The orders for the wholesale channel are collected through the showrooms in Milan and
Moscow or by agents (around 16) and distributors (about 10) who have exclusive
contracts with exclusive rights in their geographical areas and are obliged to have
dedicated showroom for the Elisabetta Franchi brand (25). Italian market is covered
mainly by a network of agents who works on a regional basis while the area of Marche-
Umbria-Abruzzo-Molise is covered by one long-standing distributor.

The Customer Service is located in a building at few kilometres from the headquarters. In
2018 it shipped 200,000 items of fast fashion with every order processed within 24/48
hours.

Elisabetta Franchi’s retail model is lean and scalable with an average 8-12 months
execution period from the opening project.
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Figure 19 — EF monobrand stores main features
EF currently has not flagship stores, with the sole exception of Milan. The maison monobrand stores are
operating in 30 days with a limited cost per sqm

Surface area No less than 100 sqm (150 sqm is ideal surface area)
Location City top road or shopping center
CapEx (DOS) Ranging from EUR,200 to EUR,400 per sgm (EUR 2,000 all-inclusive)

Source: Company data

Since 2010, Elisabetta Franchi has invested in e-commerce with an e-shop website open
for business on the Italian market. Over the last four years, the platform has seen an
impressive growth since opening to international markets in 2016. In 2018 the new
“elisabettafranchi.com” website made its debut becoming one of the main channels of the
fashion houses’s sales and image on which its omnichannel strategy hinges.

Figure 20 — KPI e-commerce in 2018 and IH19
In 2018 Italy accounted for 69% of total e.commerce sales, Europe 29% and Russia [.4%.

2018 IHI19
Number of visits (web traffic) 9,033,178 5,763,050
Number of orders 22,798 17,712
Revenues EUR6.0 million EUR3.7 million
Conversion rate* 0.25% 0.31%
Source: Company presentation, November 2019 *Computed as: (Orders / Visits) x 100

Strategy

Elisabetta Franchi is a successful medium enterprise with renowned high-quality product,
brand awareness, tradition and goodwill. The group mainly focuses on developing its
business through a profitable growth process centred on the following actions:

e  Continuing growth in ltaly to fully express its potential by leveraging on: (1)
accelerate digital development including partnership with e-tailers; (2)
opportunistic opening of new DOS, conversion of franchisees and development
of shop in shop in department store; (3) consolidation and rationalization of the
wholesale network.

e International expansion initially aimed at EMEA (mainly Germany, France, Spain,
Eastern Europe and Russia) by selective opening of mono-brand franchises and
DOS (potentially in France, Spain and Germany) and shop in shop in department
stores. A dedicated online platform for Russia is an option.

e Development of attractive product categories: accelerate the growth in shoes
and bags building on the current success of the casual weekend line and opening
to sports-wear.

e New efforts in merchandisingg managing product offerings through
rationalization of collections.

Licences in eyewear and perfume sectors as well as development in China and in the US
via a partnership are long-term targets for the Group.

Spactiv is expected to accelerate Elisabetta Franchi strategic roadmap towards expanding
international exposure, while expediting digital development and developing accessories
collections.
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THE LUXURY GOODS MARKET

According to Bain&Company report “Luxury Goods Worldwide Market Study, Fall-
Winter 2018, last year was the second year of a “new normal” moderate growth for the
global market of personal luxury goods (+2% YoY, +6% ex FX), which reached a record
high of EUR260 billion, representing over 22% of total worldwide luxury market. The
main drivers of growth was local consumption while purchases among tourists remained
flat. This new cycle is characterized by moderate growth and by the fact that there is a
greater heterogeneity of performance among major brands.

Figure 21 — Evolution of global personal luxury goods market (EUR billion)
After a pause in 2016, the personal luxury goods market returned to a “new normal” of moderate growth

YOY growth, 2017-18E
+2% at current exchange rates

+6% at constant exchange rates
CAGR
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Source: Bain&Company, Luxury Goods Worldwide Market Study, Fal-Winter 2018

Worldwide, the personal luxury goods market experienced growth across most regions.
Europe remained the top region for sales, followed by the Americas, Asia (including
mainland China), Japan and the rest of the world. The share of global luxury spending by
Chinese consumers reached 33% of the total (from 32% in 2017), while mainland China’s
share rose to 9% (up from 8% in 2017). In mainland China, luxury sales grew 20% to
EUR23 billion. Between 2015 and 2018, Chinese consumers’ local spending contributed
twice as much growth in absolute value as their spending abroad.



SPACTIV
UBI >< Banca 02 December 2019

0
=]
3
o
)
=
~<
o
(]
=
=]
S
-

Figure 22 — Share of global personal luxury goods market by region (EUR billion)
Europe is the main market even though Chinese people are the biggest consumers, accounting for 33% of global purchases. Local consumption in
Europe counterbalanced a deceleration in tourist spending

CAGR CAGR Yoy
2008-10 2010-18E  2017-18E
260
254

245 244 5% 5% 5% 6%
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Rest of world
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Source: Bain&Company, Luxury Goods Worldwide Market Study, Fall-Winter 2018 (growth is at current exchange rates)

Wholesale remained the largest channel for luxury goods, accounting for 62% of all sales.
However, it grew only |%, hampered by department store performance and a slowdown
among specialty stores facing tough competition from the online channel. On the other
hand the retail channel continued growing steadily (+4% in 2018, +3% same-store sales
growth).

Figure 23 — Share of global personal luxury goods market by channel (EUR billion)
Department stores saw struggling accessible segment but a recovery in high-end segment

CAGR Yoy
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oxy 260

4% 1%
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Source: Bain&Company, Luxury Goods Worldwide Market Study, Fall-Winter 2018 (growth is at current exchange rates)

Online luxury shopping continued to accelerate in 2018, growing 22% to nearly EUR27
billion; it now represents 10% of all luxury sales. The biggest online channels for luxury
sales were e-tailers (39% of total online sales), while brands’ own websites and retailers’
websites have both a 30% market share.



SPACTIV
UBI >< Banca 02 December 2019

0
=]
3
o
)
=
~<
o
(]
=
=]
S
-

Figure 24 — Global online personal luxury goods market (EUR billion)
The Americas market made up 44% of online sales, but Asia is emerging as a new growth engine for luxury online, slightly ahead of Europe. Accessories
remained the top category sold online, ahead of apparel

CAGR YOY
2013-17 2017-18E

+24% +22%

O Online

penetration

18E

05 07 09 1" 13 15 17

YOY 43% 15% 30% 35% 22% 20% 22%
growth 25% 21% 27% 29% 25% 32% 23%

Source: Bain&Company, Luxury Goods Worldwide Market Study, Fall-Winter 2018 (growth is at current exchange rates)

Accessories remained the largest and fastest-growing personal luxury goods category,
representing one-third of the total market.

Figure 25 — Share of global personal luxury goods market by category (EUR billion)
Shoes and jewellery were the top growth categories at 7% each, followed by handbags and beauty. Apparel suffered the lacklustre sales in the
menswear segment
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Source: Bain&Company, Luxury Goods Worldwide Market Study, Fall-Winter 2018 (growth is at current exchange rates)

Luxury consumers are getting younger: Generations Y (Millennials) and Z (Post
Millennials) accounted for 47% of global luxury goods consumers in 2018 and for 33% of
luxury purchases. They contributed virtually to all of the market’s growth. Therefore,
communication has shifted from traditional media to digital. This requires a shift whereby
the consumer and the community are at the centre, instead of the brand and the product.



UBI><Banca pla s

02 December 2019

0
=]
3
o
)
>
~<
o
(]
=
=]
S
-

The scenario is not expected to change significantly in the coming years: according to
Bain&Company estimates, the global personal luxury market should grow 3-5% per year
through 2025.

The accessible luxury segment

Elisabetta Franchi is a global well-known brand in the accessible segment where it
distinguishes itself thanks to renowned high-quality product and brand awareness.

Figure 26 — Global picture of luxury, premium, and entry-to-luxury players
Italy has a very rich industrial footprint in the premium and entry-to-luxury segment. Elisabetta Franchi has emerged as one of the successful stories.

Dior CH:A@EL ¥ vupvmo cuccel

Accessible Pevivo ZADIG&VOLTAIRE
Luxury = | ISABEL MARANT
EUR‘I]4 b"“on ELISABETTA FRANCHI
in 2018 sandro

Acne
TWINsET - PARZAPEE | [JJO PINKO

Premium -~

GUESS TOMMY M HILFIGER DIESEL

Branded Mass #M ZR\

Mass Market

Source: Company presentation

In 2018, the global accessible luxury market is estimated to have reached EURI |4 billion
worldwide, after recording a 4% YoY growth compared to +2% of the luxury market.

Figure 27 — Evolution of global accessible luxury market (EUR billion)

While in the past luxury drove growth, recently accessible segment is showing the highest growth rate and
potentiality

71

2010 2011 2012 2013 2014 2015 2016 2017 2018E

Source: Elisabetta Franchi elaboration of data from consultancy firms
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Both luxury and premium/accessible luxury are bound to continue leveraging 3 key drivers
that are worth monitoring: (1) the importance of millennials as new consumers of luxury,
(2) digital strategies and (3) growth in emerging markets.

Millennials have specific needs to be fulfilled, such as the attractiveness of the casual style.
The latter leads to the rise of alternative to luxury brands, which best respond to their
reject of the traditional status quo and are boosted by five macro trend: (1) rising of urban
middle class population, with China and India playing a leading role; (2) price increase in
luxury price index by circa 3x from 2010 to 2016 created opportunity for premium and
entry-to-luxury brands to include products in the range EUR500-1,200 previously within
luxury brands; (3) increase in apparel purchases driven by value for special events; (4)
access of traditional luxury consumer to premium product and (5) “casualization” trend,
led by booming of sneakers.

Overall, accessible segment is forecast to maintain a 4-5% growth in the coming years with
an average growth of 4/5% per year, outperforming the luxury niche.

Figure 28 — Accessible luxury market growth in 20/0-2025 (EUR billion)

CAGR +4%/+5%

CAGR 10-18E
+6%

110 114
: mainly in emerging markets
¥3 S o : :
intercepts clients disappointed with luxury
2010 2016 2017 2018E 2025F

Yo¥Y growth

Source: Company presentation, November 2019

Heritage beauty houses have long built their success on prestige, craftsmanship, design,
premium packaging and materials, and exclusivity but Millennials and Generation Z are
digital in their habits and expect multichannel, tech-enabled engagement and interaction
with their brands, therefore presence to Instagram is becoming a key instrument of
communication for all brands.

Today, more than 60% of purchases are influenced by digital and all companies are

working on implementing an omni-channel strategy, run mono-brand online stores and are
open to partnerships with multi-brand e-commerce platforms.

Figure 29 — FY18 e-commerce sales contribution of selected peers (%)

The EF e-commerce gap with the best in class Moncler is limited

Hugo Boss 3.9%
Moncler 8.0%
TOD’s 7.0%
Kering 9.4%
LVMH 8.1%
SMCP 15.0%
Elisabetta Franchi 5.2%

Source: Annual reports, top management interviews



SPACTIV
UBl >< Banca 02 December 2019

0
=]
3
o
)
=
~
o
[0}
=
o
S
-

Across the industry, an increasingly important priority is becoming sustainability and
transparency. Key focus areas are: materials and traceability, operations and product
innovation.

Private equity funds are showing interest in idle-market companies in the premium end
accessible market. Italy and France remain key targets. The recent acquisition of De
Fursac by SMCP showed the attractiveness of the accessible luxury segment as the fastest
growing segment of the fashion market.

De Fursac is a pure retail player leader in French accessible men’s segment; it closed 2018
with EUR41 million sales (+10% CAGR [6-18), 75% gross margin and EBITDA margin
>17%. The price tag is equal to 14x gross margin 2018; if we apply it to our estimates of
Elisabetta Franchi retail gross margin (EUR 18 million circa in 2018) we would obtain an EV
of EUR257 million.

Figure 30 — Selection of M&A transactions in the last 10 years

We expect that reinforcing into fast growing accesible luxury market would be an important strategic rational for future M&A inside fashion market.

Target Acquirer Stake (%) Price Date EV/Sales EV/EBIT Category
Net-A-Porter Richemont 70% 394 Apr-10 NA 50.4 Online fashion retailer
Hermes LVMH 17% 1,450 Oct-10 3.8 15.5 All

Bulgari LVMH 100% 2,166 Apr-11 26.0 NA Jewellery
Moncler Eurazeo 45% 418 Jun-11 1.0 NA Winter clothing
Brioni Kering 100% 350 Nov-11 2.1 NA Men RTW
Harry Winston Swatch Group 100% 561 Jan-13 NA NA Jewellery
Pomellato Kering 100% 350 Apr-13 2.4 15.0 Jewellery

Loro Piana LVMH 80% 2,000 Jul-13 2.9 133 RTW
Elisabetta Franchi Trilantic 25% NA Nov-13 NA NA Women RTW
Stuart Weitzman Coach 100% 480 Jan-15 1.9 NA Leather goods
Net-A-Porter YNAP 100% 1,394 Mar-15 NA NA Online fashion retailer
Roger Vivier Tod's 100% 415 Nov-15 3.7 NA Leather goods
Kurt Geiger Cinven 100% 245 Dec-15 NA 8.0 Leather goods
Rimowa LVMH 80% 640 Oct-16 1.6 NA Leather goods
Breitling CcvC 80% 800 Apr-17 2.0 NA Swatch
Christian Dior Couture LVMH 100% 6,500 Apr-17 3.3 24.1 Haute couture and RTW
Christian Dior Groupe Arnault 25% 12,069 Apr-17 NA NA All

Kate Spade Coach 100% 2,200 May-17 1.7 13.1 All

Jimmy Choo Michael Kors 100% 1,158 Jul-17 29 245 Mainly leather goods
Elisabetta Franchi Elisabetta Franchi 25% NA Dec-17 NA NA Women RTW
Missoni FSI 41% 70 Jun-18 NA NA RTW
Versace Michael Kors 100% 1,830 Sep-18 NA NA Mainly RTW
Roberto Cavalli Damac 100% 160 Jul-19 1.0 NA RTW

De Fursac SMCP 100% 441 Sep-19 10.7 NA Men RTW
Median 2.4 15

Source: UBI Banca elaboration of company data, Mergermarket
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Strenghts

Weaknesses

Committed  ownership and top quality
management

Well  established brand name in the
womenswear accessible luxury segment

Brand position as “Made in Italy”
Solid growth in e-commerce

Healthy financial structure and strong free cash
flow generation

Fast, agile production cycle, order delivery and
concept store realization

Broad customer base: top 10 customers (mainly
distributors and franchisee) represented 23% of
sales 2018

Lack of presence in North America (only via e-
commerce) and China

Exposure to wholesale higher than competitors

Low exposure to accessories

Small size compared to competitors

Opportunities

Threats

Expansion outside ltaly, particularly in Europe

Reinforcing digital business, also through opening
to e-tailers

Development of shop in shop strategy in
department store

Product diversification
accessories

opportunity in

Dependence from Elisabetta Franchi’s
leadership (systematic risk of fashion industry)

Potential difficulty in diversifying in other
product categories
Heavily exposed to domestic consumer spending

Increasing cost of structure

Execution risk in international strategy

Source: UBI Banca estimates
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FYI18 AND IHI19 RESULTS

Betty Blue reported extremely positive FY18 and IH19 results, showing top line growth,
EBITDA margin expansion and remarkable cash generation, following a clear growth trend
started back in 2016 (6.5% sales 16-18 CAGR, 16.6% net profit 16-18 CAGR).

In 2018, revenues increased by 5.9% to EURI15.6 million compared to EUR109.2 million
posted in 2017, while in IHI9 sales grew by 4.4% reaching the EUR57.4 million mark,
reflecting an improved business and geographical positioning.

From a distribution channel standpoint, there has been a strategic focus on proprietary,
brand-oriented businesses: |) E-commerce experienced outstanding growth (moving from
2.4% of sales in 2017 to 5.2% in 2018 and 6.4% in 1HI9) pushed by Elisabetta Franchi’s
increasing visibility on the market (Instagram followers booming and only accessible luxury
player to organize fashion shows); 2) Retail grew by 25.9% in FY 18 (+21% SSSg) exceeding
EUR20 million sales (vs. EUR16.0 million in 2017) and by almost 5% in 1H19 thanks to the
full contribution of the stores opened in 2017 (we stress that the Paris DOS posted
around EURI million sales in just | year since its opening); 3) Wholesale kept broadly
stable in absolute terms around EUR90 million in 2018, resulting in a slow but steady
reduction in terms of sales contribution (77.3% in 2018 vs. 82.9% in 2017 and 84.5% in
2016), which became even more tangible in IHI19 (EUR43.3 million or 75.3% of revenues).

Figure 32 - Revenues breakdown by distribution channel

(EURmM) 2017A 2018A % change IHI8A IHI9A % change
Wholesale 90,5 89,4 -1,3% 429 43,3 0,8%
Retail 16,0 20,2 25,9% 10,0 10,5 4,6%
E-commerce 2,6 6,0 132,2% 2,1 37 78,1%

(% of sales) 2017A 2018A % difference IHI8A IHI9A % difference
Wholesale 82,9% 77,3% -5,6% 78,0% 75,3% -2,7%
Retail 14,7% 17,4% 2,8% 18,2% 18,3% 0,0%
E-commerce 2,4% 52% 2,8% 3,8% 6,4% 2,6%

Source: Company data

From a geographical standpoint, the company is swiftly growing in the Italian market and
softly rising its presence in foreign markets: 1) Italy rose by 7.4% in 2018 moving close to
EUR70 million sales (vs. EUR64.9 million in 2017) and even by 9.1% IH19; 2) Europe grew
mid-single digit both in 2018 (moving from EUR24.3 million to EUR25.8 million) and IHI9
(adding +EURO0.7 million sales to EUR12.4 million) driven by the positive performance of
East Europe (Poland and Czech Republic above all); 3) The RoW performed poorly
compared to other regions (just +04% in 2018 and -14.0% in 1HI9), such result can be
entirely ascribed to the Honk Kong store closing and the rationalization of the ex-URSS
client base.

Figure 33 - Revenues breakdown by geography

(EURm) 2017A 2018A % change IHI8A IHI9A % change
Italy 64,9 69,7 7,4% 337 36,8 9,1%
Europe 24,3 258 6,3% 1,7 12,4 6,0%
RoW 20,0 20,1 0,4% 9,5 82 -14,0%

(% of sales) 2017A 2018A % difference IHI8A IHI9A % difference
Italy 59,4% 60,3% 0,9% 61,3% 64,1% 2,7%
Europe 22,2% 22,3% 0,1% 21,3% 21,6% 0,3%
RoW 18,4% 17,4% -0,9% 17,4% 14,3% -3,1%

Source: Company data
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Figure 34 — 2018 Revenues breakdown by geography per distribution channel

Wholesale Retail E-commerce

EUR 89.4 million EUR 20.2 million EUR 6.0 million

m [taly = Abroad m [taly = Abroad ® [taly = Abroad

Source: Company data

The increase in e-commerce and retail distribution channels (marked by higher
profitability compared to wholesale) and the patent box tax benefits led to a 55.1% Gross
Margin in 2018 (compared to 54.5% in 2017) and to a 56.5% margin in IHI9 (vs. 50.4% in
IH18), further boosted by an unexpected reduction in raw material consumption
incidence (38.3% in IHI8 vs 31.5% in IHI9) which should normalize during the second
half of the year, bringing back the gross margin to the company historical level.

Despite higher personnel costs (12.5% of sales in FY 18 vs. 11.6% in Dec-17 for new hiring
and full speed of 2017 DOS openings), in 2018 EBITDA overcame EUR22 million (vs.
EUR20.4 million the previous year), implying a 18.6% margin. In 1HI9, after an EURI
million non-recurring write off related to trade and financial receivables vs. the controlled
entity Betty Blue Asia Pacific Ltd., EBITDA was up 20% to EUR9.7 million. As consequence
of a stable D&A in 2018 and a decreasing D&A in the semester, we saw an improvement
in terms of both absolute value EBIT and operating profitability.

Going down to the bottom line, Net Result slightly improved looking at the semester
figure (EURS5.3 million in IHI9 vs. EUR5.0 million in 1HI8) and was up 18% considering
the full year figure (EURI5.0 million in Dec-18 vs. EURI2.0 million in Dec-17). However,
we stress that the FY comparison is misleading for three reasons: |) Different tax rate
(23% in 2018 vs. 29% in 2017); 2) Additional EUR3.6 million of other revenues reported in
2018 as consequence of patent box tax benefits (which accounted for 2015-2017 fiscal
years); 3) EURO.7 million financial assets write off suffered by Betty Blue in 2017. Stripping
out these impacts, the 2018 and 2017 pictures would resemble way more.

Figure 35 — 2018 and IH19 results

(EURm, %) 2017A 2018A % change IHI8A IHI9A % change
Revenues 109,2 1156 5,9% 55,0 574 4,4%
Value of Production 1143 120,1 5,0% 56,7 63,7 12,3%
Gross Margin 594 63,7 7,1% 27,7 324 17,0%
% of sales 54,5% 55,1% 50,4% 56,5%

EBITDA 20,4 223 9,3% 8, 9,7 19,6%
EBITDA margin 18,7% 19,3% 14,3% 15,3%

EBIT 179 19,8 10,5% 6,8 88 29,2%
EBIT margin 16,4% 17,2% 12,0% 12,6%

Net profit 12,0 15,0 25,2% 50 53 5,9%
Net profit margin 11,0% 13,0% 9,1% 9,2%

Net debt / cash -1,8 -9.3 -74 -7.0 -12,3 -5.3

Source: Company data
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Moving on to the balance sheet, in IHI9 NWC rose to EUR36.2 million vs. EUR31.6
million in Dec-18 for the seasonality effect typical of the fashion industry: in fact, while
December represents the NWC bottom, June normally withstands the increased trade
receivables related to the spring/summer season and the accumulated inventory in
preparation for the fall/winter season. Despite this NWC trend, the company’s solid cash
generations pushed up net cash to EURI2.3 million in IHI9 from EUR9.3 million in Dec-
18, supported by the limited EURO0.3 million CapEx explained by the lack of store openings
in the first semester. Moreover, we highlights that Betty Blue has historically distributed
significant dividends (99.8% 2018 payout equal to EURI5 million which should be entirely
distributed by the end of the current year.

The high incidence of wholesale on total turnover exposes the company to a higher
market risk, but also grants the company an extremely lean capital structure (turnover of
2.7x in 2018 and 2.5x in 2017), leading to a remarkable value creation capacity (36.1%
post-tax return on capital employed).
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FINANCIAL PROJECTIONS

We expect the company will benefit from consumer appetite for accessible luxury goods
in terms of top line on ongoing business and will be able to continue to outperform the
market in terms of growth thanks the new opportunities offered by the development of
shop in shop initiatiatives in department stores and by the expansion of the product range
on bags and shoes. Overall we forecast a 2019-2022 revenues CAGR of 8%, slightly above
the 6.5% CAGR reached in 2016-2019 and approximatelly double the expected growth of
4-5% of the accessible luxury market.

In terms of profitability, we expect Elisabetta Franchi to maintain current 19% EBITDA
margin with an expected improvement of the gross margin to be offset by expected higher
fixed cost mainly due to investments in IT and to reinforcement of the organizational
structure in areas such as merchandising and the stylist team for accessories; in addition,
we expect marketing&communication cost to rise by 160bp to 3.7% at 2022.

We believe that the potential to maintain a growth trajectory and cash flow generation
much higher than its peers (Net Profit CAGRI19-21 at 19% vs. 9% luxury sector’ median
and average 2019E-2021E cash conversion ratio at 92% vs 72% of median sector) makes
the story attractive to investors.

E-commerce and retail to sustain top line growth

2019 is expected to close with EURI23 million revenues. We expect retail+e.commerce
to generate over 25% of total sales; wholesale would contribute to around EUR9| million,
of which EUR18.5 million (15% total sales) generated by monobrand stores. In 2020E we
forecast total sales of EURI29.2 million (+5.0% YoY) leveraging the buoyant growth in
ecommerce (+40% YoY) and continued strong like for like growth in the retail business
division (+4.9% YoY). For 2022E we assume revenues could exceed EURI55 million (9.6%
CAGR 2020-2022) thanks to new openings in retail (we incorporate 4 new full price
DOS) and development of the department store channel (6.2% CAGR 2020-2022 of the
wholesale). We are incorporating a 4% CAGR 2019E-2022E of revenues per DOS for full
price and 4% for outlet since 2021.

Figure 36 — Retail revenues evolution 2018-2022E

(EURK, %) 2018A 2019E 2020E 2021E 2022E CAGRI9-22
Retail revenues 20,166 21,618 22,679 24,928 27,538 8.4%
Full price 11,600 12,908 13,424 14,737 16,939 9.5%
Outlet 8,566 8711 9,255 10,191 10,599 6.8%

# Full price DOS 22 18 18 20 22

Revenue/Full price 527 717 746 776 807

# Outlet 8 8 9 9 9

Revenues/Outlet 1,071 1,089 1,089 1,132 1,178

Total # DOS 30 26 27 29 31

Revenues/DOS 672 772 840 860 888

Source: Company data and UBI Banca estimates
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Figure 37 — Consolidated revenues evolution 2018-2022E

(EURK, %) 2018A 2019E 2020E 2021E 2022E CAGRI19-22
Revenues 115,592 123,003 129,176 141,338 155,059 8.0%
% growth 5.9% 6.4% 5.0% 9.4% 9.7%

Wholesale 89,377 91,344 92,440 97,854 104,326 4.5%
Retail 20,166 21,618 22,679 24,928 27,538 8.4%
e-commerce 6,049 10,041 14,057 18,556 23,195 32.2%
% growth

Wholsale -1.3% 22% 1.2% 5.9% 6.6%

Retail 25.9% 72% 4.9% 9.9% 10.5%

e-commerce 132.2% 66.0% 40.0% 32.0% 25.0%

% weight

Wholsale 77.3% 74.3% 71.6% 69.2% 67.3%

Retail 17.4% 17.6% 17.6% 17.6% 17.8%

e-commerce 5.2% 8.2% 10.9% 13.1% 15.0%

Source: Company data and UBI Banca estimates

We believe Europe (mainly France, Germany and Spain) will be the key engine of growth
and should experience a 2019-2022 CAGR close to 15% to contribute ca. 28% of total
sales in 2022E

Figure 38 — Evolution of geographical breakdown 2013-2022E
The weight of ltaly is expected to decrease by about | 70bp between 2019 and 2022
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Source: Company data and UBI Banca estimates (historical data based on financial statements)

Considering the expected improvement of sales mix in terms of channel
(retail+ecommerce vs wholesale) and product mix (accessories vs apparel), we expect a
slight improvement of Gross margin although the room for improving production is very
limited considering that 85% of production is outsourced to Italian artisans who have a
long standing relationship with Elisabetta Franchi which ensures flexibility for the company.
In summary, we expect gross margin to move from 53.4% in 2019E to 53.9% in 2022E.

We notice that A&P amounted to just 2.6% of sales in 2018; company indications suggest
that management will increase marketing in the next three years to sustain international
expansion; therefore we incorporate a gradual rise to 3.7% in 2022E. Regarding fixed cost,
we are incorporating additional cost for upgrade in the next three years and a 7.1%
CAGR 2019E-2022E of labour costs to reinforce operational areas supporting the
Group’s development plan. For 2019 and 2020 we estimate one-off transaction costs at
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respectively EUR2.5 million and EUR3.5 million. Other costs in 2019E incorporates EURI
million expenses for the shut-down the HK shop mainly due to write down of trade
receivables.

Figure 39 — Evolution of costs 2018-2022E

(EURK, %) 2018A 2019E 2020E 2021E 2022E
VoP 120,099 131,309 135,144 147,934 162,404
Cost of goods 56,427 65,654 66,491 71,748 78,766
% sales 48.8% 37.9% 36.8% 36.6% 36.7%
Production costs 13,646 19,040 18,920 19,971 21,924
% sales 11.8% 15.5% 14.6% 14.1% 14.1%
Gross margin 50,026 65,654 68,653 76,186 83,638
% sales 43.3% 53.4% 53.1% 53.9% 53.9%
Commercial costs 5,334 5,121 5,271 5,769 6,334
% sales 4.6% 4.2% 4.1% 4.1% 4.1%
Marketing costs 3,050 2,626 2,973 4,438 5,684
% sales 2.6% 2.1% 2.3% 3.1% 3.7%
Logistic costs 2,803 2,757 2,770 3,033 3,329
% sales 2.4% 2.2% 2.1% 2.1% 2.1%
Other services 7,553 8,563 8,763 9,263 9,663
% sales 6.5% 7.0% 6.8% 6.6% 6.2%
One-off costs 2,500.0 3,500.0

Total services 21,568 23,278 22,503 25,011 26,342
% sales 17.5% 18.0% 15.9% 16.1% 16.0%
Leased cost 4,950 5,252 5,541 6,139 6,740
% sales 4.3% 4.3% 4.3% 4.3% 4.4%
Total other costs 2,653 2,581 1,623 2,072 2,344
% sales 2.3% 2.1% 1.3% 1.5% 1.5%
Labour costs 14,996 16,433 17,610 18,846 20,162
% sales 13.0% 13.4% 13.6% 13.3% 13.0%

Source: Company data and UBI Banca estimates

In summary, we expect Adjusted EBITDA margin will remain broadly stable at 19%, while
extraordinary costs in 2019 and 2020 would hurt reported EBITDA margin 2019E and
2020E by about 300bp.

In 2019, we expect CAPEX to be at EUR0.6 million; for the next three year we forecast
limited investments in relation to sales growth, with 2020-2022 cumulative CAPEX at
EUR7.4 million, equal to an average CAPEX/Sales ratio of 1.7%.

Therefore, D&A increase would not be significant: from EURI.85 million in 2019E to
EUR2.5 million in 2022, equal to 1.6% of sales (from 1.5% in 2019E). Overall, EBIT margin
would remain broadly stable at 2018 level (19% expected in 2022E).
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Figure 40 — Sales, EBITDA margin adjusted evolution 2016-2022E
The higher cost of structure would be offset by increasing gross marginality
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0 10,0%
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. Revenues (EUR 000) EBITDA margin adjusted (%)

Source: Company data and UBI Banca estimates

Thank’s to a very lean balance sheet, with tight management of NWC (37% average on
sales in 2019E-2022E), no sizeable goodwill (EUR2.2 million forecast as at December
2019) and low investments, ROIC of Elisabetta Franchi is expected to remain very high
even thought it may slightly decline in the next 3 years due to the development of a
structure aimed substaining long-term growth.

Theoretically, the application of the Italian GAAP would require around EURI50 million
goodwill (difference between EURI95 million price and EUR42 million reported equity),
however the management confirmed the willingness to move to IAS/IFRS in the short
term, which would imply a null goodwill. Therefore, we are not incorporating this item in
our balance sheet estimates and D&A assumptions.

Figure 41 — ROIC, ROS, capital turnover 2018-2022E
Clean balance sheet assures sound ROIC

OPEX / Sales
[ 2018] 2022

EBIT margin
17,2% 17,3%

D&A and devaluations

ROIC
36,1% 34,7%

Tang FA / Sales

WC / Sales

1/

Capital Turnover

Source: Company data and UBI Banca estimates

The strict control of cost and tight working capital management has lead Elisabetta
Franchi’ to generate solid cash flow generation which is demonstrated by its sound
EBITDA conversion rate, especially at the Operating Free Cash Flow level. 2019 net cash
flow is expected to be jeopardized by a EURI5 million dividend distribution (100% pay-out
in 2018) and EUR2.5 million one-off extraordinary costs. We assume a pay-out of 75%,
corresponding to a cumulative 2020-2022 dividend distribution >EUR32.6 million. For the
2019-2022 period, we expect positive net financial position 2020E to remain flattish at
EURS million and increase to EURI0 million in 2022.
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Figure 42 - EBITDA conversion rate

The company is expected maintain an outstanding Cash Flow generation

(%) 2018A 2019E 2020E 2021E 2022E
Gross CF/EBITDA 80,9% 79.2% 74,7% 75.2% 75,5%
Op FCF/EBITDA 84,7% 57,1% 54,7% 60,4% 60,7%
Free CF/EBITDA 78,1% 53,9% 44,3% 50,9% 51,5%
Net debt/(cash) EURm -9.3 -4.9 -4,7 -8,3 -10,1

(EBITDA-CapEx)/EBITDA (%) 93,4% 96,9% 89,6% 90,5% 90,7%

Source: Company data, UBI Banca estimates
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YALUATION

To assess the fair value of Elisabetta Franchi we use a DCF method, a vale maps approach
and an EV/ROACE valuation. The average of the three valuation methods is EUR255
million.

The EVA valuation is around 0% below the valuation obtained by the other two
methodologies because it does not capture the long term growth (g) estimated at 3%, in
line with the average LTG recognized to luxury players and implicit in their valuation.

Figure 43 — Valuation summary (EURK)

263.191 265.858
254.647
234.892
I 195.000
DCF Valuation  Value Map Valuation EVA Valution Average Valuation BC Valuation

Source: UBI Banca estimates

At the average fair value, Elisabetta Franchi would trade at 16x P/E 20E Adj and 3.7%
dividend yield 20E, much higher than the average sector yield of 1.9%.

Figure 44 — Average valuation implicit multiples

(x) 2019E 2020E 2021E 2022E
EV/Sales 2,00 1,90 1,74 1,58
EV/EBITDA 12,38 11,91 9,22 8,35
EV/EBITDA Adjusted 10,52 10,18 9,22 8,35
EV/EBIT 13,73 13,24 10,09 9,15
EV/EBIT Adjusted 11,48 11,13 10,09 9,15
EVICE 5,58 5,10 4,69 4,32
Div. Yield 5,9% 3,7% 3,9% 52%
P/E 20,36 19,10 14,37 12,98
P/E Adjusted 16,12 16,04 14,37 12,98

Source: UBI Banca estimates
DCF valuation
To calculate the company’s WACC, we used the following assumptions:

> arisk-free rate of 2.5%;
> a market risk premium of 4.5%;
> a debt/equity ratio of 0;

> a beta of I.13 (peer’s unlevered 3Y in MSCI Europe beta, re-levered with the 2019
debt/equity ratio calculated by Factset);

> a terminal growth rate of 3% and an operating margin of 12.5% at terminal value. The
latest assumption corresponds to the median EBIT margin 2021 of the luxury sector.
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Figure 45 — WACC and embedded DCF assumptions

WACC assumptions Embedded DCF assumptions

Risk-free rate 2.5% |VoP CAGR 2019-2022 (%) 7.3%
Debt spread (%) Target EBIT margin 2022 (%) 17.3%
Cost of debt [net] (%) D&A. on sales (avg. 2019-2022) (%) 1.6%
Market risk premium (%) 4.5% Capex on sales (avg. 2019-2022) (%) 1.4%
Beta (x) .13 |VoP CAGR 2022-2025 (%) 3.7%
Cost of equity (%) 7.6% Target EBIT margin 2025 (%) 13.9%
Weight of Debt 0% D&A. on sales (avg. 2023-2025) (%) 1.6%
Weight of Equity 100% |Capex on sales (avg. 2023-2025) (%) 1.6%
WACC 7.6%

Source: UBI Banca estimates

We estimate a WACC of 7.6%, obtaining a theoretical value of EUR263 million.

Figure 46 — DCF Valuation
Our DCF valuation implies an EV/EBIT Adjusted 2020E of | I.5x (NOPAT is adjusted for one off costs)

(EURmM) Valuation (EURk) % Weight
PV of future cash flow 80,703 32%
PV of Terminal Value 173,273 68%
Total Enterprise value 253,940 100%
Net Debt/(cash) (9,251)

Total Equity value 263,191

Source: UBI Banca estimates

We have also carried out a sensitivity analysis by tweaking WACC and a terminal growth
rate in a 2.75%-3.25% range.

Figure 47 — DCF valuation sensitivity analysis

Terminal growth rate

2,75% 3,00% 3,25%
6,6% 320,499 334,493 350,594
7,1% 284,239 294,470 306,044
WACC 7,6% 255,497 271,780
8,1% 232,158 238,075 244,609
8,6% 212,831 217,464 222,537

Source: UBI Banca estimates
Value map valuation

A regression analysis on the European and American luxury players shows a strong
correlation between EV/Sales levels and profitability, which in our view is justified because
high margin is generally associated with the strength of the brand and the capacity to
maintain a premium price compared to competitors.
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Figure 48 — Correlation of EBIT margin & EV/Sales 2020E in the luxury sector as of 29/11/2019 price
The regression line applied to Elisabetta Franchi Adjusted EBIT margin 20E would return EUR293 million equity valuation

10,00
y=20,93x-0,806
9,00 R?=0,7312 @ Hermes
8,00
7,00
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PY Lt ® LVMH
3,00
EF EV/ Sales target Prada g 5 Burberry
2020E2.23 '~ 72,00 |~~~ Salvatore Ferragamo _._ _;,_.':'
@ TOD'S P\‘H,.-R'alph L{au N Tapestry
1,00 o ) Capri Holdings
Ted Bakerg® 2 2. g U0 BOSS
0,00 2 :
0,0% 5,0% 10,0% 15,0% 20,0% 25,0% 30,0% 35,0% 40,0%
|

| EF EBIT margin 2020E 14.5%

Source: UBI Banca for Elisabetta Franchi, Factset consensus for others
Elisabetta Franchi combines high margin with high revenues growth.

Figure 49 — Average |9-21E EBIT margin vs | 9E-2 | E revenues CAGR
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Source: UBI Banca estimates for Elisabetta Franchi and Factset consensus for others
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Although the value map analysis on the sector shows that investors seem more focused
on profitability than growth, we believe it’s useful to figure out also if stocks look better
valued when we compare valuation multiples with growth. Therefore, our peer analysis
considers as significant ratios PEG 2020E (P/E 2020E divided by EPS CAGR 2019E-202IE)
and EEEG 2020E (EV/EBIT 2020E divided by EBIT CAGR over 2019E-2021E).

Figure 50 — Growth valuation ratio as of 29/11/2019 price

Elisabetta Franchi at EUR195 million equity value corresponds to an average discount of 57% on PEG 20E
and 55% on EEEG 20E compared to the luxury sector; inside the niche of accessible luxury players, the
discount on the two ratios is respectively 50% and 44%

Name Price Currency Mkt Cap|CAGR EPS PEG CAGREBIT EEG
mn 19E-21E 19E  20E 19E-21E 19E 20E

Brunello Cuccinelli 336 EUR 2.286 6,3% 6,85x 6,53 x 9,5% 3,16 x 2,87 x
Salvatore Ferragamo 18,1 EUR 3.054 15,7% 222 x 1,90 x 12,7% 1,61 x 1,42 x
TOD'S 39,9 EUR 1.322 -10,7%  [-25,05 x -7,88 x 82,5% 1,00 x 0,56 x
Moncler 398 EUR 10.259 9,5% 294x 2,72x 12,7% 1,53 x 1,31 x
Prada 33 HKD 8.435 3,8% 8,97 x 9,69 x 17,2% 1,59 x 1,35x
AEFFE 2,0 EUR 216 29,9% 0,59 x 0,42 x 11,1% 1,00 x 0,78 x
Hermes 680,0 EUR 71.787 10,9% 427 x 3,83 x 9,1% 320x 2,87 x
Kering 546,7 EUR 69.037 13,4% 1,65 x 1,43 x 9,1% 1,66 x 1,48 x
LVMH 407,3 EUR 205.862 10,2% 2,74 x 2,46 x 7,4% 251 x 225x
Burberry 24,7 GBP 10.085 12,4% 193 x 1,74 x 10,1% 1,69 x 1,52 x
HUGO BOSS 42,8 EUR 3.010 9,1% 145 x 1,31 x 7.3% 124 x 1,15x
Ted Baker 4,7 GBP 208 7,5% 0,90 x 0,83 x 7.2% 1,12 x 1,00 x
Capri Holding 337 usD 5.108 6,7% 113 x 1,04x 7,0% 1,23 x 1,04 x
Ralph Lauren 97,4 usD 7.266 7,1% 194 x 1,77 x 2,3% 4,51 x 4,22 x
Tapestry 24,4 usD 6.729 1,4% 7,66 x 7,74 x 4,2% 1,95 x 2,03 x
PVH 87,9 usD 6.520 4,8% 2,15x 2,0l x 19,1% 0,54 x 0,50 x
SMPC 1,5 EUR 844 29,9% 042 x 0,34 x 14,0% 0,66 x 0,54 x
Median luxury sector 9,1% 1,94x 1,77 x 9,5% 1,59 x 1,35 x
Median IT luxury niche 7,9% 2,58 x 2,31 x 12,7% 1,56 x 1,33 x
Median accessible niche* 7,3% 1,69 x 1,52x 7,2% 1,23 x 1,09 x
EF (based on EURI95mn equity value) 19.0% 0,82x 0,77 x 16,7% 0,64 x 0,62 x
Premium/(Discount) to luxury sector -58%  -57% -60% -55%
Premium/(Discount) to Italian luxury niche -68%  -67% -59%  -54%
Premium/(Discount) to accessible niche -52%  -50% -48%  -44%

Source: FactSet, UBI Banca estimates *Includes Burberry, Hugo Boss,Ted Baker, Ralph Lauren and SMPC,

To select the peers for Elisabetta Franchi we have taken away from the panel global multi-
brand players and companies which generate most of the revenues from leather goods
and footwear. Overall, our sample includes AEFFE (Italian mid-cap luxury player), Hugo
Boss, Ralph Lauren, SMCP, Ted Baker (as representatives of accessible luxury niche),
Burberry and Moncler (as entry-to-luxury players).
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Figure 51 — Selected peer group YTD performance as of 29/11/2019

Share performance

Company Price Market cap M 3M 6M 12M YTD

Moncler 39,8 10.259 133% 172% 19,1% 348% 37,5%
AEFFE 2,0 216 297%  27,5%  -1,0% -16,6% -143%
Burberry 24,7 10.085 3,8% 33%  255% 203% 27,7%
HUGO BOSS 42,8 3.010 14,0% -159% -20,5% -31,4% -20,7%
Ted Baker 47 208 -59%  -54,1% -704% -774% -73,0%
Ralph Lauren 97,4 7.266 12,6%  22,4%  2,3% -0,4% 7,6%

SMCP 1,5 844 -97%  -79% -163% -36,0% -14,7%
MSCI Europe / Textiles & Apparel & Luxury Goods 4,8% 9,0% 17,1% 39,4% 36,3%
MSCI World Index / Textiles & Apparel & Luxury Goods 5,5% 9,9% 15,9% 35,0% 29,9%

Source: FactSet
Several selected peers suffered a poor YTD performance:

I)  Hugo Boss reported weak 3Q results following the deterioration in the US
business and issues in Honk Kong, moreover changes in management caused
additional costs;

2) Ted Baker was impacted by the scandal involving the company’s founder, Ray
Kelvin, and by two consecutive profit warnings due to weak consumer spending
against a backdrop of Brexit, highly competitive trading environment and
unprecedented levels of promotional activity;

3) SMCP share performance is explained by rising concerns over the liquidity of
China's Shandong Ruyi, which owns 53.7% of the company;

4) AEFFE was negatively affected by profit warning 2Q results, higher costs for the
renewal of Moschino brand licensing agreement and steady decline in Alberta
Ferretti’s revenues.

In terms of sales growth and EBIT margin, the most comparable peer seems to be
Burberry, while considering cash conversion ratio, Elisabetta Franchi is the best in class.

Figure 52 — Cash conversion ratio, sales growth and EBIT margin comparison

Name Cash conversion ratio Sales growth EBIT margin
2019E 2020E 2021E |2019E 2020E 2021E [ 2019E 2020E 202IE
Moncler 798% 81,4% 82,7% | 145% 12.8% 11.0% | 30.3% 30.6% 30.8%
AEFFE 79.5% 842% 863% | -1.9% 38% 48% | 67% 79% 88%
Burberry 71,0% 722% 750% | 7.1% 50%  59% | 164% 17.1% 18.1%
HUGO BOSS 62,1% 643% 662% | 2.3% 32% 40% | 11.8% 122% 12.5%
Ted Baker 61,5% 64,9%  NA 2.5% 32% -0.1% | 6.6% 7.0% 63%
Ralph Lauren 708% 725% 73,3% | 2.9% 26% 4.1% | 11.9% 123% 12.8%
SMPC 573% 664% 685% | 112% 11.6% 9.0% | 11.7% 122% 12.5%
Median peers 70,8% 72,2% 74,1% | 2.7% 3.8% 4.8% | 11.8% 12.2% 12.5%
EF 96,9% 89,6% 90,5% | 6.4%  50%  9.4% | 145% 144% 172%
Premium/(Discount) to peers 37% 24% 22% 139%  33% 97% 24% 18% 37%

Source: Company data, UBI Banca estimates
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The value map approach based on the correlation between EBIT margin 20E-21E and
EV/Sales 20E-2|E suggests an average fair value of EUR266 million.

Figure 53 — Correlation of EBIT margin & EV/Sales 2020E in the sample as of 29/11/2019 price
R2 is extremely high for both years
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Source: UBI Banca for Elisabetta Franchi, Factset consensus for others

Figure 54 — Value map approach based on EBIT margin |9E-20E as of 29/11/2019 price
2019 EBIT margin is jeopardized by one-off costs (EUR3.5 million total).

(EURK, %, x) 2019E 2020E
Regression line 20,416x — 1,172 17,608x — 0,9986
EF EBIT margin (%) 14,5% 17,2%
EV/Sales target (x) 1,79 2,03
Implicit Enterprise Value (EURk) 231.680 287.087
Implicit Equity Value (EURK) 236.375 295.341

R2 0,97 0,96
Average (2020E-2021E) 265,858

Source: UBI Banca estimates for EF, Factset consensus for the others

At our fair value, Elisabetta Franchi would trade at | 1.Ix EV/EBIT Adjusted 2020E, which
is a 30% premium to peers. In our view, this is justified by higher growth and profitability
compared to peers. Actually, compared to Burberry, Elisabetta Franchi would be valued
with a 23% discount on EV/EBIT 2020E.
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Figure 55 — Implict multiples of EF based on our fair value vs. peers multiples as of 29/11/2019

Name Price Currency Mkt Cap EV/EBIT P/E PEG

mn 2019E 2020E 2021E | 2019E 2020E 2021E | I9E 20E

Moncler 39,8 EUR 10259 (19,50 x 16,72 x 14,61 x[27,98 x 25,88 x 23,19 x|2,94x 2,72 x
AEFFE 2,0 EUR 216 11,03x 860x 7,14x [17,74x 12,56 x 10,40 x|0,59 x 0,42 x
Burberry 24,7 GBP 10.085 [17,04 x 1537 x 13,46 x[23,97 x 21,61 x 19,18 x| 1,93 x 1,74 x

HUGO BOSS 42,8 EUR 3010 | 905x 843x 7.80x |1326x 11,93x 11,05x]|1,45x 1,31 x
Ted Baker 4,7 GBP 208 800x 7,18x 787x|67lx 6,I18x 7,10x [090x 0,83x

Ralph Lauren 97,4 usb 7266 |10,17x 952x 856x [13,87x 12,61 x 11,39x|1,94x 1,77 x

SMPC 1,5 EUR 844 925x 759x 637x[12,68x 10,18x 876x [042x 0,34 x
Median peers 10,17 x 8,60x 7,87 x (13,87 x 12,56 x 11,05 x|1,45 x 1,31 x
EF (based on fair value on adjusted mult.) 11,48 x 11,13 x 10,09 x| 16,12x 16,04 x 14,37 x
Premium/(Discount) to peers 13% 30% 28% 16% 28% 30%

Source: FactSet, UBI Banca estimates
EVA valuation

We have valued Elisabetta Franchi using an EVA model, which incorporates the value
created from the spread between the cost of capital (WACC) and the return of invested
capital. Our profitability ratio is calculated on adjusted figures (ex-one off costs due to
transaction). The ratio between the average 2019-2022 post tax ROACE and the WACC
is equal to 4.2x. By applying this ratio to the average capital invested we obtain an equity
fair value of EUR235 million.

Figure 56 — EVA Valuation

Average CE (2019-2022) 50,303
Average EBIT 2019-2022 (post tax) 17,116
Average ROACE 34.0%
WACC 7.6%
Risk free rate 2.5%
Beta 1.13
Market Risk Premium 4.5%
Cost of Equity 7.6%
Cost of debt 2.5%
% theoretical Debt on CE 0.0%
ROACE/WACC 4.5
Average CE (2019-2022) 50,303
A - Implied EV 225,641
B - Net Debt/(Cash) - YE 2018 (9,251)
Implied Equity value (A-B) 234,892

Source: Company data, UBI Banca estimates

We have also carried out a sensitivity analysis by tweaking WACC and a terminal growth
rate in a 2.75%-3.25% range.
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Figure 57 — EVA valuation sensitivity analysis

ROACE
33.0% 34.0% 35.0%
7.1% 243,715 250,814 257914
7.3% 235,724 242,582 249,439
WACC 7.6% 228,260 241,523
7.8% 221,273 227,693 234,112
8.1% 214,717 220939 227,160

Source: UBI Banca estimates
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APPENDIX A = MANAGEMENT TEAM

Elisabetta Franchi

Elisabetta Franchi is Designer and current Chairman of Betty Blue.

Originally, from a humble family, Elisabetta Franchi attended the Aldrovandi Rubbiani
Institute in Bologna while working odd jobs to support herself, nurturing a deep sensitivity
to customers’ needs and tastes. After a formative experience in a local fast fashio firm, in
1996 she opened a small atelier, where she started to design and produce her first clothes
following just her instinct and thus fulfilling her lifetime dream. In 1998, Elisabetta Franchi
established Betty Blue with her husband, quickly leading the company to the current
standing in the accessible luxury segment.

Enrico Mambelli

Enrico Mambelli has been Chief Executive Officer of Betty Blue since November 2019.

An Economics graduate from the University of Bologna, he was Head of Sales and
Marketing of NIKE Italy from 1986 to 1992. Then he held increasingly important positions
in BenettonSportsystem (Head of Europe Area in 1992-1996), GFT (Head of EMEA in
1997-1999) and Cerruti (General Manager in 2000-2002), before becoming CEO of
Gianfranco Ferre (from 2002 to 2005) and Diadora (from 2005 to 2009). Since then, Mr.
Mambelli has been Senior Advisor for private equity and venture capital firms.

Matteo Roversi

Matteo Roversi has been General Manager of Betty Blue since the end of 2018.

Mr. Roversi worked as an auditor and consultant for Arthur Andersen from 1997 to 2003.
After this experience, he served as a Managing Director for several firms in Emilia, among
them Inver (today part of the Sherwin Williams group) in 2003-2014 and La Fortezza
(currently part of ITAB Group) in 2015-2018.

Gianluca Nannini

Gianluca Nannini has been Chief Financial Officer of Betty Blue since November 2019.
After graduating in Economics from the University of Bologna, he started his career as
Auditor in Deloitte, becoming Consultant for Value Partners in 2000. From 2005 to 2008
he served as CFO in SIGC, before moving on to become both CFO and Head of Human
Resources for Borbonese (2008-2015) and Arcadia/Dondup (2015-2019).
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Figure 58 — Organization structure
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APPENDIX B - ELISABETTA FRANCHI AT A GLANCE

Figure 59 — Historical sales breakdown by grography (%)

Figure 60 — Historical sales breakdown by geography (EURm)
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Source: Company data (from financial statements)

Figure 6 — Historical sales breakdown by distribution channel (%)

Source: Company data (from financial statements)

Figure 62 — Historical sales breakdown by distribution channel (EURm)
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Source: Company data (from financial statements)

Figure 63 — DOS and franchising distribution (as of |7 October 2019)

Source: Company data (from financial statements)

Figure 64 — Multibrand distribution (as of |7 October 2019)
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Figure 65 — Luxury peers FY 18 sales breakdown by geography (%)
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Source: Company annual reports

Figure 66 — Luxury peers FY |8 sales breakdown by distribution channel (%)
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Figure 67 — Brand creation date and designer(s)

Brand Creation Designer name
AEFFE
Alberta Ferretti 1980 A. Ferretti
Moschino 1983 J. Scott
Pollini 1953 E. Cerbone
Brunello Cucinelli 1978 B. Cucinelli
Burberry 1856 R. Tisci
Capri Holding
Jimmy Choo 1996 S.Choi
Michael Kors 1981 M.Kors
Versace 1978 D.Versace
Elisabetta Franchi 2012 E. Franchi
Hermes 1837 N. Vanhee-Cybulski/V. Nichanian
Kering
Bottega Veneta 1966 D. Lee
YSL 1961 A. Vaccarello
Gucci 1921 A. Michele
Balenciaga 1917 D. Gvasalia
LVMH
Louis Vuitton 1854 N. Gesquiere/V. Abloh
Christian Dior 1947 M.G. Chiuri/Kim Jones
Fendi 1925 K. Lagerfeld
Celine 1945 H. Slimane
Moncler 1952 Team
Prada 1913 M. Prada
PVH
Calvin Klein 1968 Team
Tommy Hilfiger 1985 T.Hilfiger
Salvatore Ferragamo 1930 P. Andrews
SMCP
Sandro 1984 Evelyne Chetrite&llan Chetrite
Maje 1998 Judith Milgrom
Claudie Pierlot 1984 Vanessa Pierrat
Ted Baker 1987 Team
TOD'S 1978 Team

Source: UBI Banca elaboration
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APPENDIX C - ESG PICTURE

Corporate Governance Checklist

Does the company have a combined Chair/CEO? No

Percentage of independent directors? 22.2% (2 out of 9)

Do shareholders have the right to convene an EGM with 10% or less of the shares? No
Do all common/ordinary shares have one-share/one-vote system? Yes

Do major shareholders (if any) have a “shareholders pact” in place? No

Has the company adopted a “poison pill” or “change of control” clause? No

Potential dilution from stock options outstanding not yet granted? No

Chair+CEO remuneration detail (fixed salary)? EUR350,000 (President) + EUR300,000
(CEO)

Is the share price included in the MBO criteria? Not disclosed

Percentage of treasury shares? 0%

Climate related risk Checklist

Has the company defined GHG-emissions targets? Not yet

How does the company assess climate-related risk? The strategy has not been yet
disclosed

Social Responsibilities Checklist

Does the company have an ethical code? Yes, moreover the company is extremely
committed to green and environmental themes (Elisabetta Franchi has been the
second luxury brand after Stella McCartney to drop out fur for its clothes)

Percentage of female directors? Not disclosed
Percentage of female employees? Around 80%

How is the cybersecurity issue managed? Not disclosed, but the company is fully
compliant with EU GDPR regulation
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APPENDIX D - LUXURY SECTOR MULTIPLES

Figure 68 — Implicit multiples of Elisabetta Franchi at EURI95 million equity value vs. luxury multiples as of 29/11/2019

Name Price Mkt Cap Div.Y. EV/Sales EV/EBITDA EVIEBIT PIE

mn 2019E |2019E 2020E 2021E| 2019E 2020E 2021E | 2019E 2020E 2021E | 2019E 2020E 202IE
Brunello Cuccinelli 33,6 2.286 1,0% |3,82x 352x 325x|2205x 20,13 x 1826x[29,94x 2724x 2472 x| 4342x 4143 x 3743 x
Salvatore Ferragamo 18,1 3.054 1,8% [2,10x 1,98x 1,91 x|1407x 12,67 x 11,56 x|20,47 x 18,04x 16,13 x| 3472x 29,80 x 2574 x
TOD'S 39,9 1.322 18% |1,47x 143 x 1,35x|2085x 17,001 x 13,30 x|82,23 x 46,39 x 28,66 x | 267,82 x 84,27 x 43,2] x
Moncler 398 10259 1,1% |591x 512x 449x|1691x 1452x 12,74x|1950x 16,72x 14,61 x| 27,98 x 2588 x 23,19 x
Prada 33 8.435 2,3% |2,69%x 256x 2,38x|11,95x 1125x 9,76 x | 27,37 x 23,33 x 19,04 x| 33,75x 36,45x 30,42 x
AEFFE 2,0 216 0,7% [0,74x 068x 063x| 62l x 53Ix 464x [11,03x 860x 7,14x | 17,74x 12,56 x 10,40 x
Hermes 6800 71.787 08% [993x 9,00x 8,17 x|2475x 22,20 x 20,13 x|29,08x 26,05x 2322x| 46,77 x 41,94 x 38,02 x
Kering 546,7 69.037 2,1% |449x 405x 3,69x|1342x 12,08x 10,91 x|1506x 13,43 x 12,07 x| 22,08x 19,12x 17,52 x
LVMH 407,3 205.862 1,7% 3,97 x 3,63x 334x|1469x 1324x 12,11 x|1850x 16,59x 1507 x| 27,93 x 25,06 x 22,82 x
Burberry 24,7  10.085 2,1% |2,79% 2,63 x 243x|12,12x 1092x 952x |17,04x 1537 x 13,46 x| 23,97 x 21,61 x 19,18
HUGO BOSS 42,8 3.010 6,1% |1,06x 102x 098x| 645x 6,01 x 552x|905x 843x 7,80x | 1326x 11,93x 11,05x
Ted Baker 47 208 78% |053x 050x 049x| 412x 373x 4,I5x |800x 7I8x 787x| 671x 6,18x 7,10x
Capri Holding 337 5.108 0,0% [1,28x I,13x 1,00x| 669x 568x 497x |858x 724x 626x | 7,60x 7,01x 646x
Ralph Lauren 974 7.266 2,5% |12l x L17x 1,09x| 753x 7,10x 65Ix |10,17x 952x 856x | 13,87x 12,61 x 11,39x
Tapestry 244 6.729 50% |1,l30x 1,29x 121 x| 646x 673x 608x |826x 859x 7,77x | 1054x 10,65x 9,83 x
PVH 879 6.520 02% [098x 091x 089x|784x 7l6x 702x [1027x 952x 9,16x | 1026x 959x 874x
SMPC 1,5 844 0,0% [1,08x 093x 080x| 657x 549x 4,64x |925x 759x 637x | 12,68x 10,18 x 876 x
Median luxury sector 1,47 x 1,43 x 1,35 x(11,95x 10,92 x 9,52 x | 15,06 x 13,43 x 12,07 x| 22,08 x 19,I12x 17,52 x
Median IT luxury niche 2,39 x 2,27 x 2,15 x|15,49 x 13,60 x 12,15 x|23,92 x 20,68 x 17,58 x| 34,24 x 33,13 x 28,08 x
Median accessible niche* I,I5x 1,08x 0,99 x| 6,63x 637x 580x|9,I5x 85Ix 7,84x | 11,61l x 10,42x 9,30 x
EF (based on EURI95m EqV figure not adj) 1,55x 1,47 x 1,32x| 959x 924x 701 x |1064x 1026 x 7,68x | 1559x 14,63x 11,00x
Premium/(Discount) to luxury sector 5% 3% -2% -20% -15% -26% -29% -24% -36% -29% -24% -37%
Premium/(Discount) to Italian luxury niche -35% -35% -38% | -38%  -32%  -42% | -56%  -50%  -56% -54% -56%  -61%
Premium/(Discount) to accessible niche 35%  37%  33% 45% 45% 21% 16% 21% -2% 34% 40% 18%
EF (based on EURI95m EqV figure adj) 1,55x 1,47 x 1,32x| 8I15x 790x 70lx|889x 863x 7,68x | 12,34x 1228x 11,00x
Premium/(Discount) to luxury sector 5% 3% -2% -32% -28% -26% -41% -36% -36% -44% -36% -37%
Premium/(Discount) to Italian luxury niche -35% -35% -38% | -47%  -42%  -42% | -63%  -58%  -56% -64% -63%  -61%
Premium/(Discount) to accessible niche 35%  37%  33% 23% 24% 21% -3% 1% -2% 6% 18% 18%

Source: FactSet, UBI Banca estimates (* it includes Burberry. HUGO BOSS, Ted Baker, Ralph Lauren and SMCP)
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Income Statement

(EURm, %) 2018A 2019E 2020E 2021E 2022E
Revenues 115,6 123,0 129,2 141,3 155,1
EBITDA 22,3 19,8 20,6 26,6 29,4
EBITDA margin 19,3% 16,1% 15,9% 18,8% 18,9%
EBITDA Adjusted 22,3 23,3 24,1 26,6 29,4
EBITDA margin adjusted 19,3% 19,0% 18,7% 18,8% 18,9%
EBIT 19,8 17,9 18,5 24,3 26,8
EBIT margin 17,2% 14,5% 14,4% 17,2% 17,3%
Net financial income/expense -0,2 -0,2 -0,2 -0,2 -0,2
Associated & Others 0,0 -0,7 0,0 0,0 0,0
Profit before taxes 19,6 17,2 18,3 24,1 26,7
Taxes -4,6 -4,7 -5,0 -6,4 -7,1
Minorities & Disontinuing ops. 0,0 0,0 0,0 0,0 0,0
Net Income 15,0 12,5 13,3 17,7 19,6
Net Income Adjusted 15,0 15,8 15,9 17,7 19,6

Source: Company data, UBI Banca estimates

Balance Sheet

(EURmM) 2018A 2019E 2020E 2021E 2022E
Net Working Capital 37,9 42,3 46,4 50,4 54,7
Net Fixed Assets 82 6,6 6,7 6,9 7,1
M/L term funds -4,0 -4,9 -4,9 -4,9 -4,9
Capital Employed 42,1 43,9 48,1 52,3 56,8
Shareholders’ Equity 51,4 48,9 52,8 60,6 66,9
Minorities 0,0 0,0 0,0 0,0 0,0
Shareholders’ Funds 51,4 48,9 52,8 60,6 66,9
Net Financial Debt / (cash) -9,3 -4,9 -4,7 -8,3 -10,1

Source: Company data, UBI Banca estimates

Cash Flow Statement

(EURmM) 2018A 2019E 2020E 2021E 2022E
NFP Beginning of Period -1,8 -9,3 -49 -4,7 -8,3
Group Net Profit 15,0 12,5 13,3 17,7 19,6
Minorities 0,0 3,3 2,5 0,0 0,0
D&A 2,5 2,0 2,1 2,3 2,5
Change in Funds & TFR -0,5 1,0 0,0 0,0 0,0
Gross Cash Flow 17,0 18,7 17,9 20,0 22,2
Change in Working Capital 0,8 -4,4 -4,1 -4,0 -4,3
Other 11 -3,0 -2,5 0,0 0,0
Operating Cash Flow 18,9 1,3 11,3 16,1 17,8
Net CapEx -1,5 -0,6 22,1 -2,5 2,7
Other Investments 0,0 0,0 0,0 0,0 0,0
Free Cash Flow 17,4 10,7 9,1 13,6 15,1
Dividends Paid -10,0 -15,0 -9,4 -10,0 -13,3
Other & Chg in Consolid. Area 0,0 0,0 0,0 0,0 0,0
Chg in Net Worth & Capital Incr. 0,0 0,0 0,0 0,0 0,0
Change in NFP 74 -4,3 -0,2 3,6 1,8
NFP End of Period -9,3 -4,9 -4,7 -8,3 -10,1

Source: Company data, UBI Banca estimates
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Financial Ratios

(%) 2018A  2019E 2020E 2021E 2022E
ROE 29,2% 25,6% 252% 29,3% 29,3%
ROI (pre-tax) 47,1% 40,7% 38,5% 46,5% 47,2%
Net Debt/Equity (x) -0,18 -0,10 -0,09 -0,14 -0,15
Net Debt/EBITDA (x) 0,41 -0,25 -0,23 0,31 -0,34
(EBITDA-CapEx)/EBITDA (%) 93,4% 96,9% 89,6% 90,5% 90,7%
NWC/Sales 32,8% 34,4% 35,9% 35,6% 353%
CapEx/Sales 13% 0,5% 1,7% 1,8% 1,8%
Payout 99.8% 75,0% 75,0% 75,0% 75.0%

Source: Company data, UBI Banca estimates

Stock Market Ratios

(x) 2018A 2019E 2020E 2021E 2022E
P/E 13,0 15,6 14,6 11,0 9,9
P/E Adjusted 13,0 12,3 12,3 11,0 9.9
P/OpCFPS 10,3 17,2 17,3 12,1 10,9
P/BV 3,8 4,0 3,7 32 2,9
Dividend Yield (%) 7,7% 4,8% 5,1% 6,8% 7,5%
Free Cash Flow Yield (%) 8,9% 5,5% 4,7% 7,0% 7,8%
EV/Sales 1,61 1,55 1,47 1,32 1,19
EV/EBITDA 8,32 9,59 9,24 7,01 6,29
EV/EBITDA Adjusted 8,32 8,15 7,90 7,01 6,29
EV/EBIT 9,37 10,64 10,26 7,68 6,89
EV/EBIT Adjusted 9,37 8,89 8,63 7,68 6,89
EV/Capital Employed 4,41 4,32 3,95 3,57 3,25
Source: Company data, UBI Banca estimates Based on EURI 95 million equity value

Growth Rates

(%) 2018A 2019E 2020E 2021E 2022E
Growth Group Net Sales 5,9% 6,4% 5,0% 9,4% 9,7%

Growth EBITDA 9,3% -11,3% 3,9% 29,2% 10,4%
Growth EBITDA Adjusted 9,3% 4,4% 3,4% 10,5% 10,4%
Growth EBIT 10,5% -9,9% 3,8% 31,2% 10,3%
Growth EBIT Adjusted 10,5% 7,8% 3,2% 10,3% 10,3%
Growth Net Profit 18,1% -16,8% 6,6% 33,0% 10,7%
Growth Net Profit Adjusted 11,7% 51% 0,5% 11,7% 10,7%

Source: Company data, UBI Banca estimates
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DISCLAIMER

THIS DOCUMENT DOES NOT CONSTITUTE OR FORM PART OF, AND SHOULD
NOT BE CONSTRUED AS, AN OFFER, INVITATION OR INDUCEMENT TO
SUBSCRIBE FOR OR PURCHASE ANY SECURITIES AND/OR FINANCIAL
INSTRUMENTS OF ANY KIND, NEITHER THIS DOCUMENT NOR ANYTHING
CONTAINED HEREIN SHALL FORM THE BASIS OF OR BE RELIED ON IN
CONNECTION WITH OR ACT AS AN INVITATION OR INDUCEMENT TO ENTER
INTO ANY CONTRACT OR COMMITMENT WHATSOEVER. THIS DOCUMENT HAS
ONLY BEEN MADE AVAILABLE TO SELECTED QUALIFIED INVESTORS. IN MAKING
AN INVESTMENT DECISION, POTENTIAL INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE COMPANY INCLUDING THE MERITS AND RISKS
INVOLVED. ANY DECISION TO PURCHASE OR SUBSCRIBE FOR SECURITIES IN
ANY OFFERING MUST BE MADE SOLELY ON THE BASIS OF THE INFORMATION
CONTAINED IN THE “INFORMATION DOCUMENT” IN ITALIAN LANGUAGE AS
PREPARED ACCORDING TO THE “REGOLAMENTO EMITTENTI AIM”.

THIS DOCUMENT IS PREPARED BY ORIANA CARDANI AND DARIO FASANI. THIS
DOCUMENT IS BEING FURNISHED TO YOU SOLELY FOR YOUR INFORMATION
ON A CONFIDENTIAL BASIS AND MAY NOT BE REPRODUCED, REDISTRIBUTED
OR PASSED ON, IN WHOLE OR IN PART, TO ANY OTHER PERSON, DIRECTLY OR
INDIRECTLY. IN PARTICULAR, NEITHER THIS DOCUMENT NOR ANY COPY
THEREOF MAY BE TAKEN OR TRANSMITTED OR DISTRIBUTED, DIRECTLY OR
INDIRECTLY, INTO UNITED STATES, CANADA, JAPAN OR AUSTRALIA TO ANY
RESIDENT THEREOF OR INTO THE UNITED STATES, ITS TERRITORIES OR
POSSESSIONS.

THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE
RESTRICTED BY LAW AND PERSONS INTO WHOSE POSSESSION THIS
DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY
SUCH RESTRICTION. ANY FAILURE TO COMPLY WITH THESE RESTRICTIONS MAY
CONSTITUTE A VIOLATION OF THE LAWS OF ANY SUCH OTHER JURISDICTION.

IN ITALY, THIS DOCUMENT IS BEING DISTRIBUTED ONLY TO, AND IS DIRECTED
EXCLUSIVELY AT, QUALIFIED INVESTORS AS DEFINED IN ARTICLE 34-TER,
PARAGRAPH |, LETTER B), OF CONSOB REGULATION ON ISSUERS NO. 11971 OF
MAY 14, 1999, AS SUBSEQUENTLY AMENDED (THE “ISSUERS’ REGULATION"),
PROVIDED THAT SUCH QUALIFIED INVESTORS WILL ACT IN THEIR CAPACITY
AND NOT AS DEPOSITARIES OR NOMINEES FOR OTHER PERSONS, SUCH AS (1)
LEGAL ENTITIES AUTHORISED OR PERMITTED TO OPERATE BY THE SECTOR
REGULATIONS ON FINANCIAL MARKETS IN ITALY OR ABROAD, INCLUDING
BANKS, INVESTMENT COMPANIES, INSURANCE COMPANIES, COLLECTIVE ASSET
INVESTMENT BODIES, ASSET MANAGEMENT COMPANIES, HARMONISED
MANAGEMENT COMPANIES, PENSION FUNDS, OTHER INSTITUTIONAL
INVESTORS, EXCHANGE AGENTS, OTHER ENTITIES WHOSE EXCLUSIVE ACTIVITY
IS THE INVESTMENT, ON THEIR OWN ACCOUNT, ON THE FINANCIAL MARKETS
AND THAT ARE INDIRECT MEMBERS OF A CLEARING HOUSE OR A CENTRAL
COUNTERPARTY (LOCALS), AS WELL AS INSTITUTIONAL INVESTORS WHOSE
PRINCIPAL BUSINESS IS THE INVESTMENT IN FINANCIAL INSTRUMENTS,
INCLUDING ENTITIES ENGAGED IN SECURITIZATIONS OR OTHER FINANCIAL
TRANSACTIONS; (Il) ENTERPRISES OF SIGNIFICANT SIZE WHICH, AT THE LEVEL
OF EACH LEGAL ENTITY, SATISFY THE CRITERIA ENVISAGED BY CONSOB
REGULATION NO. 20307 OF FEBRUARY 15, 2018; (lll) “PUBLIC PROFESSIONAL
CLIENTS”, AS DEFINED BY DECREE NO. 236 OF NOVEMBER II, 2011 OF THE
MINISTRY OF ECONOMY, IN ACCORDANCE WITH ARTICLE 35 OF CONSOB
REGULATION NO. 20307 OF FEBRUARY 15, 2018, AND (IV) “PROFESSIONAL
CLIENTS UPON REQUEST”, AS IDENTIFIED BY THE RELEVANT INTERMEDIARY IN
ACCORDANCE WITH CONSOB REGULATION NO. 20307 OF FEBRUARY 15, 2018
(ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS “RELEVANT
PERSONS”). ANY PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT
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ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS CONTENTS. THIS
DOCUMENT IS NOT ADDRESSED TO ANY MEMBER OF THE GENERAL PUBLIC.
UNDER NO CIRCUMSTANCES SHOULD THIS DOCUMENT CIRCULATE AMONG,
OR BE DISTRIBUTED IN ITALY TO, ANY DISTRIBUTION CHANNEL, THROUGH
WHICH INFORMATION IS, OR IS LIKELY TO BECOME, AVAILABLE WITH
UNRESTRICTED ACCESS TO A LARGE NUMBER OF PERSONS, OR TO
INDIVIDUALS OR ENTITIES WHO DO NOT FALL WITHIN THE DEFINITION OF
QUALIFIED INVESTORS AS PREVIOUSLY SPECIFIED AND ARE NOT THEREFORE A
RELEVANT PERSON.

THIS DOCUMENT HAS BEEN PRODUCED INDEPENDENTLY OF SPACTIV S.P.A.
(THE “COMPANY”) AND OF ITS TARGET COMPANY BETTY BLUE S.P.A.. IT HAS
BEEN PRODUCED FROM PUBLICLY AVAILABLE SOURCES. ANY PROJECTIONS,
FORECASTS, FORWARD-LOOKING STATEMENTS, OPINIONS AND
EXPECTATIONS CONTAINED HEREIN ARE ENTIRELY THOSE OF UBI BANCA AND
ARE GIVEN AS PART OF ITS NORMAL RESEARCH ACTIVITY. THE READER IS
CAUTIONED THAT ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSE SET
FORTH IN ANY PROJECTIONS, FORECASTS AND OTHER FORWARD-LOOKING
STATEMENTS SET FORTH HEREIN. UBI BANCA HAS NO AUTHORITY
WHATSOEVER TO MAKE ANY REPRESENTATION OR WARRANTY ON BEHALF OF
THE COMPANY, ITS SHAREHOLDERS, ANY OF ITS ADVISORS OR ANY OTHER
PERSON IN CONNECTION THEREWITH AND NO INFORMATION CONTAINED
HEREIN SHOULD BE RELIED UPON AS HAVING BEEN AUTHORIZED OR
APPROVED BY THE COMPANY, BETTY BLUE S.P.A, OR ANY OTHER PERSON.
WHILE ALL REASONABLE CARE HAS BEEN TAKEN TO ENSURE THAT THE FACTS
STATED HEREIN ARE ACCURATE AND THAT THE PROJECTIONS, FORECASTS,
FORWARD-LOOKING  STATEMENTS, OPINIONS AND  EXPECTATIONS
CONTAINED HEREIN ARE FAIR AND REASONABLE, UBI BANCA HAS NOT
VERIFIED THE CONTENTS HEREOF, AND, ACCORDINGLY, NONE OF UBI BANCA,
THE COMPANY OR ANY ADVISORS TO THE COMPANY NOR ANY OF THEIR
RESPECTIVE DIRECTORS, OFFICERS OR EMPLOYEES, SHALL BE IN ANY WAY
RESPONSIBLE FOR THE CONTENTS HEREOF, AND NO RELIANCE SHOULD BE
PLACED ON THE ACCURACY, FAIRNESS, OR COMPLETENESS OF THE
INFORMATION CONTAINED IN THIS DOCUMENT. NO PERSON ACCEPTS ANY
LIABILITY WHATSOEVER FOR ANY LOSS HOWSOEVER ARISING FROM THE USE
OF THIS DOCUMENT OR OF ITS CONTENTS OR OTHERWISE ARISING IN
CONNECTION THEREWITH.

Analyst Declaration

This research report (the “Report”) has been prepared by Oriana Cardani and Dario Fasani
on behalf of UBI Banca S.p.A. (“UBI Banca”) in the context of the ancillary service provided
by UBI Banca named “Investment research and financial analysis or other forms of
recommendation relating to transactions in financial instruments” under Paragraph 5),
Section B, Annex | of the Directive 2014/65/EU (“MIFID 11”). UBI Banca is an Italian bank
under art. 4 (1)(27) of MIFID Il and it is supervised by the European Central Bank and duly
authorised to provide investment services pursuant to Article 1, Paragraph 5, letter a), b),
c), c-bis), e) and f) of the Legislative Decree 24 February 1998, n° 58 under the supervision
of the Italian Authority for the financial markets (Consob). UBI Banca has its head office at
Piazza Vittorio Veneto 8, 24122 Bergamo.

The analyst who prepared the Report, and whose name and role appear on the front page,
certifies that:

a. The views expressed on the company, mentioned herein (the “Company”)
accurately reflect his personal views, but do not represent the views or opinions
of UBI Banca, its management or any other company which is part of or
affiliated with UBI Banca group (the “UBI Banca Group”). It may be possible that
some UBI Banca Group officers may disagree with the views expressed in this
Report;
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b.  He has not received, and will not receive any direct or indirect compensation in
exchange for any views expressed in this Report;

c. The analyst does not own any securities and/or any other financial instruments
issued by the Company or any financial instrument which the price depends on,
or is linked to any securities and/or any financial instruments issued by the
Company.

d. Neither the analyst nor any member of the analyst’s household serves as an
officer, director or advisory board member of the Company.

e. The remuneration of the analyst is not directly tied to transactions for services
for investment firms or other types of transactions it or any legal person, part of
the same group performs, or to trading fees it or any legal person that is part of
the same group receives.

f. Oriana Cardani is a member of AIAF, CFA charterholder.

General disclosure

This Report is for information purposes only. This Report (i) is not, nor may it be construed,
to constitute, an offer for sale or subscription or of a solicitation of any offer to buy or
subscribe for any securities issued or to be issued by the Company, (ii) should not be
regarded as a substitute for the exercise of the recipient’s own judgement. In addition, the
information included in this Report may not be suitable for all recipients. Therefore the
recipient should conduct their own investigations and analysis of the Company and
securities referred to in this document, and make their own investment decisions without
undue reliance on its contents. Neither UBI Banca, nor any other company belonging to the
UBI Banca Group, nor any of its directors, managers, officers or employees, accepts any
direct or indirect liability whatsoever (in negligence or otherwise), and accordingly no
direct or indirect liability whatsoever shall be assumed by, or shall be placed on, UBI
Banca, or any other company belonging to the UBI Banca Group, or any of its directors,
managers, officers or employees, for any loss, damage, cost, expense, lower earnings
howsoever arising from any use of this Report or its contents or otherwise arising in
connection with this Report.

The information provided and the opinions expressed in this Report are based upon
information and data provided to the public by the Company or news otherwise public,
and refers to the date of publication of the Report. The sources (press publications,
financial statements, current and periodic releases, as well as meetings and telephone
conversations with the Company’s representatives) are believed to be reliable and in good
faith, but no representation or warranty, express or implied, is made by UBI Banca as to
their accuracy, completeness or correctness. Past performance is not a guarantee of future
results. Any opinions, forecasts or estimates contained herein constitute a judgement as of
the date of this Report, and there can be no assurance that the future results of the
Company and/or any future events involving directly or indirectly the Company will be
consistent with any such opinions, forecasts or estimates. Any information herein is subject
to change, update or amendment without notice by UBI Banca subsequent to the date of
this Report, with no undertaking by UBI Banca to notify the recipient of this Report of such
change, update or amendment.

This document was sent to the Issuer alone in the draft version for the sole purpose of
verifying the correctness of the factual data contained therein and was subject to
modification exclusively in relation to these factual elements.

Organizational and administrative arrangements to prevent conflicts of interests

UBI Banca maintains procedures and organizational mechanism (physical and non physical
barriers designed to restrict the flow of information between the unit which performs
investment research activity, and other units of UBI Banca) to prevent and professionally
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manage conflicts of interest in relation to investment research in accordance with art. 23
of Directive 2014/65/EU and under art. 34 (3) and art. 37 of the Regulation 2017/565/EU.

More specifically, UBI Banca has established, implements and maintains an effective
conflicts of interests policy aimed at preventing and managing the potential conflicts of
interest that could occur during the performance of the investment research services.

Insofar as the above mentioned organizational and administrative arrangements
established by UBI Banca to prevent or manage potential conflicts of interests are not
sufficient to ensure, with reasonable confidence, that risks of damage to the interests of
the client will be prevented, UBI Banca engages to provide a clear disclosure of the
specific conflicts of interests arising from the performance of investment research
services, including a description of the sources of those conflicts and the steps undertaken
to mitigate them, taking into account the nature of the client to whom the disclosure is
being made.

For further information please see UBI Banca’s website (www.ubibanca.com/equity-
research - “Informativa sintetica sull’attivita di ricerca”) and (www.ubibanca.com/Mifid -
“Policy sintetica conflitti di interessi”). More details about the conflicts of interests policy
will be provided by UBI Banca upon request.

Disclosure of interests and conflicts of interests pursuant to Delegated Regulation
2016/958/EU

In relation to the Company, the following interest/conflict of interest have been found:
> UBI Banca acts as Specialist for Spactiv S.p.A.
> UBI Banca acts as Nomad for Spactiv S.p.A.

> UBI Banca has delivered corporate finance services to Spactiv S.p.A. in the last 12
months (Capital Market Advisor)

> UBI Banca may have long or short positions with the issuer
On the basis of the checks carried out no other interest/conflict of interest arose.
Frequency of updates

UBI Banca aims to provide continuous coverage of the companies in conjunction with the
timing of periodical accounting reports and any exceptional event that occurs affecting the
issuer’s sphere of operations and in any case at least twice per year. The companies for
which UBI Banca acts as Sponsor or Specialist are covered in compliance with regulations
of the market authorities.

For further information please refer to www.ubibanca.com/equity-research

Valuation methodology

UBI Banca’s analysts value the Company subject to their recommendations using several
methods among which the most prevalent are: the Discounted Cash Flow method (DCF),
the Economic Value Added method (EVA), the Multiple comparison method, the SOP
method and the NAV method.

The analysts use the above valuation methods alternatively and/or jointly at their
discretion. The assigned target price may differ from their fair value, as it also takes into
account overall market/sector conditions, corporate/market events, and corporate
specifics (i.e. holding discounts) reasonably considered to be possible drivers of the
company’s share price performance. These factors may also be assessed using the
methodologies indicated above.

For further information please refer to www.ubibanca.com/equity-research.
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Ranking system

UBI Banca’s analysts use an “absolute” rating system, not related to market performance.
The explanation of the rating system is listed below:

Buy: if the target price is 15% higher than the market price, over the next 12 months.

Hold: if the target price is 15% below or 15% above the market price, over the next 12
months.

Sell: if the target price is 15% lower than the market price, over the next 12 months.

No Rating: the investment rating and target price have been suspended as there is not
sufficient fundamental basis for determining an investment rating or target. The previous
investment rating and target price, if any, are no longer in effect. Alternatively, No Rating
is assigned in certain circumstances when UBI Banca is acting in any advisory capacity in a
strategic transaction involving the Company.

Target price: the market price that the analyst believes that the share may reach within a
one-year time horizon.

Market price: closing price on the day before the issue date of the report, appearing on the
first page.

Distribution

Italy: This document is intended for distribution in electronic form to “Professional Clients”
and “Qualified Counterparties” as defined by Legislative Decree 24 February 1998, n. 58
and by Consob Regulation n. 16190 dated 29.10.2007, as further amended and
supplemented.

This Report has been released within 30 minutes from the timing reported on the front
page.

IN THE UNITED KINGDOM, THIS DOCUMENT IS BEING DISTRIBUTED ONLY TO, AND IS
DIRECTED ONLY AT PERSONS WHO (A) ARE (I) PERSONS FALLING WITHIN ARTICLE 19 OR
ARTICLE 49 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL
PROMOTION) ORDER 2005 (AND ONLY WHERE THE CONDITIONS CONTAINED IN THOSE
ARTICLES HAVE BEEN, OR WILL AT THE RELEVANT TIME BE, SATISFIED) OR (I1) ANY OTHER
PERSONS TO WHOM IT MAY BE LAWFULLY COMMUNICATED; AND (B) ARE QUALIFIED
INVESTORS WITHIN THE MEANING OF ARTICLE 2(1)(E) OF THE PROSPECTUS DIRECTIVE
(DIRECTIVE 2003/71/EC), (ALL SUCH PERSONS BEING REFERRED TO AS "RELEVANT
PERSONS"). THIS DOCUMENT MUST NOT BE ACTED ON OR RELIED ON BY PERSONS WHO
ARE NOT RELEVANT PERSONS.

SWITZERLAND

THIS REPORT DOES NOT CONSTITUE A PROSPECTUS WITHIN THE MEANING OF THE
ARTICLE 652a OR ART. 1156 OF THE SWISS CODE OF OBLIGATIONS OR A LISTING
PROSPECTUS WITHIN THE MEANING OF THE LISTING RULES OF THE SIX SWISS EXCHANGE
OR ANY OTHER TRADING VENUES IN SWITZERLAND, OR A SIMILAR COMMUNICATION
WITHIN THE MEANING OF ART. 752 OF THE SWISS CODE OF OBBLIGATIONS, AND HAS
BEEN PREPARED WITHOUT REGARD TO THE SWISS LAWS AND REGULATIONS, AND DOES
NOT CONSTITUTE AN OFFER TO SUBSCRIBE FOR, BUY OR OTHERWISE ACQUIRE ANY
SECURITY OF THE COMPANY.
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Copyright

This Report is being supplied solely for the recipient’s information and may not be
reproduced, redistributed or passed on, directly or indirectly to any other person or
published, in whole or in part, for any purpose without prior written consent of UBI Banca.

The copyright and intellectual property rights on the data are owned by UBI Banca Group,
unless otherwise indicated. The data, information, opinions and valuations contained in
this Report may not be subject to further distribution or reproduction, in any form or via
any means, even in part, unless expressly consented by UBI Banca.

By accepting this Report the recipient agrees to be bound by all of the forgoing provisions.

Distribution of ratings

Equity rating dispersion in the past 12 months

Buy Hold Sell No Rating
89.5% 7.0% 3.5% 0.0%

Proportion on issuers to which UBI Banca has supplied investment banking services
relating to the last 12 months

Buy Hold Sell No Rating
80.7% 100% 100% -

For further information regarding yearly and quarterly rating statistics and descriptions,
please refer to www.ubibanca.com/equity-research.
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RESEARCH DEPARTMENT

Head of Research Department
Giovanni Barone

giovanni.barone@ubibanca.it
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