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Expecting solid 2019e revenue and earnings improvement after rather muted
2018; new EPay cooperation to further monetize on digital service business

Publication date 27.03.2019 17:51

Writing date 27.03.2019 17:48 Current digital projects to contribute to 2019e

Vectron’s digital cloud services are now consolidated under the brand names myVectron and

w00 bonVito. The range extends from loyalty and payment functions to online reservations and
online reporting. All services are directly connected to the POS, and ultimately to a proprietary
central data centre. Since August 2018 Vectron has been working with DeutschlandCard (DC),
one of the large loyalty solutions providers in the German market. The aim of this cooperation,
which was contractually fixed in December 2018, is distributing DC via Vectron POS systems.
Vectron’s sales started the marketing in mid-January 2019 and the first caterers have already
signed contracts. Official market entry should take place in H1 2019. Vectron’s ongoing

cooperation with Coca-Cola is currently in the trial phase for the delivery of raw big data from
POS networks for business intelligence and predictive analytics. We expect both cooperation
agreements to start positively contributing to Vectron’s group revenues and earnings in 2019e.
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\CIZZ'Z‘LWSSG - New promising partnership with Epay on alternative payment solutions
Market Cap (€m) 68 On 11 March, Vectron announced a new partnership with Epay, a subsidiary of payment
Enterprise value (€m) 3 services provider Euronet Worldwide Inc. with sales of $2.5bn (2018), employees 7,100, and
Extrema 12 months (€) 712 - 2170 active in 165 countries. Epay is a leading full-service provider of payment and prepaid
Free Float (%) 44.0 solutions and processed 1.15bn transactions in 2018. The cooperation will develop and offer
Performance (%) im 3m  12m new functions / services for POS operators focusing on alternative payment methods and the
Absolute 840 210 -509 distribution of services such as mobile phone money recharges and electronic vouchers. In
Perf. rel. Country Index 32.8 76 527 our view, Epay’s range of cash-based payment options and the large portfolio of prepaid card
Per. rel. IT Hardware 20 25 538 products with internationally renowned brands is a valuable addition to Vectron’s offers.
P&L 12/18e  12/19e  12/20e
Sales (€m) 249 383 602 Capital increase to support to digital business build-up
EBITDA (€m) -3.5 35 10.7 ) ) )
Current EBIT (€m) 4.0 30 103 On 7 March, Vectron increased its share capital from € 6,611,996 to up to € 7,273,195 by
Attr. net profit (€m) -4 19 70 issuing 661,199 new no-par value bearer shares against cash contributions. All new shares
Adjusted EPS (€) 055 026  0.96 were privately placed with investors in Germany and other European countries at € 7.60/share.
Dividend (€) 000 007 014 Tosho Capital GmbH, owned by Vectron major shareholder and CEO Thomas Stummler,
acquired 63% of the new shares. The total proceeds of c.€ 5m will be used to i/ support
:E 8 12"; 32.2 122 investments in digital cloud services, ii/ build up a proprietary central data centre, and ii/
Dividend Yield (%) 00 07 14 increase the group’s liquidity cushion.
FCF yield (%) nso 13 71 Phase 2 of POS system fiscalization to fire up demand in H2 2019
EV/Sales (x) 5.34 1.91 1.14
EV/EBITDA (x) ns 212 6.4 Vectron will report its FY2018 results on 30 April. We assume the Q3 slowdown in group
EViCurrent EBIT (x) ns. 243 66 revenues carried over into Q4, mainly due to a temporary dip in demand following the first
Gearing (%) 30 -17 -33 phase of the fiscal conversion of POS solutions, which drove Vectron’s above-average
Net Debt/EBITDA (x) ns ns ns business execution in 2016/2017. After fine-tuning our estimates, we now expect 2018e group
sales of € 24.9m and EBITDA of € -3.5m, burdened by i/ investments in new digital services
and ii/ preparations for phase 2 of the POS system fiscalization. We expect this legally required
Next Events second phase to lead to significantly boost demand for POS systems from H2 2019e onwards.
30.04.2019 FY Results

We maintain our Buy recommendation

All'in all, we expect a rather muted 2018, mainly driven by the normalization of demand for
POS systems. For 2019, however, we expect the POS market to gain significant traction,
driven by regulations requiring POS systems to be updated and made manipulation-proof by
01 January 2020. Additionally, Vectron’s new digital business areas are also poised to make
their first significant contributions to group revenue and earnings. We believe Vectron has all
it needs to fully participate in the digitalization of the hospitality and bakery industries. We
maintain our Buy recommendation with a TP of € 26.6.
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Number of diluted shares (m)
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Attributable net profit
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Financial assets

Ordinary shareholders equity
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Shareholders equity
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Net debt

CASH FLOW STATEMENT (€m)
EBITDA

Change in WCR

Interests & taxes

Others

Operating Cash flow

CAPEX

Free cash-flow

Acquisitions / disposals
Dividends

Net capital increase

Others

Change in net cash

GROWTH MARGINS PRODUCTIVITY
Sales growth

Lfl sales growth

Current EBIT growth

Growth in adjusted EPS

Net margin

EBITDA margin

Current EBIT margin

CAPEX / Sales

WCR / Sales

Tax Rate

Normative tax rate

Asset Turnover

ROCE post-tax (normative tax rate)
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DEBT RATIOS
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Net Debt / Market Cap

Net debt / EBITDA

EBITDA / net financial charges
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e Valuation method

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

e Sensitivity of the result of the analysis/ risk classification:
The opinions expressed in the financial analysis are opinions as per a particular date, i.e. the date indicated in the financial analysis. The recommendation (cf. explanation of the
recommendation systematic) can change owing to unforeseeable events which may, for instance, have repercussions on both the company and on the whole industry.

e Our stock market recommendations

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

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

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

e The prices of the financial instruments used and mentioned in this document are the closing prices.
e All publications by Oddo BHF concerning the companies covered and mentioned in this document are available on the research site: www.securities.oddo-bhf.com

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

Date Reco Price Target (EUR) Price (EUR) Analyst
12.11.18 Buy 26.60 11.22 Henning Steinbrink
19.07.18 Buy 25.00 16.50 Henning Steinbrink

In accordance with Article 20 of European Regulation No. 596/2014 (Market Abuse Regulation), a list of all recommendations on any financial instrument or issuer that have been
disseminated over the past twelve months is available by clicking on the following link www.securities.oddo-bhf.com

Recommendation split

Buy Neutral Reduce
Our whole coverage (436) 52% 41% 8%
Liquidity providers coverage (84) 55% 44% 1%
Research service coverage 37) 68% 30% 3%
Investment banking services (28) 75% 25%
Risk of conflict of interest:

Investment banking and/or Distribution

Has Oddo BHF, managed or co-managed in the past 12 months a public offering of securities for the subject company/ies? No

Has Oddo BHF, received compensation for investment banking services from the subject company/ies in the past 12 months or expects to receive No

or intends to seek compensation for investment banking services from the subject company/ies in the last 12 months?
Research contract between Oddo group & the issuer

Oddo BHF and the issuer have agreed that Oddo BHF will produce and disseminate investment recommendations on the said issuer as a service to Yes
the issuer

Liquidity provider agreement and market-making

At the date of the distribution of this report, does Oddo BHF,act as a market maker or has Oddo BHF, signed a liquidity provider agreement with the Yes
subject companyl/ies?

Significant equity stake
Does Oddo BHF, own 5% or more of any class of common equity securities of the subject company/ies? No
Does the subject company beneficially own 5% or more of any class of common equity of Oddo BHF or its affiliates? No
Disclosure to Company

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

Have the conclusions of this report been amended following disclosure to the companyl/ies and prior its distribution? No
Additional material conflicts
Is Oddo BHF, aware of any additional material conflict of interest? No
Personal conflicts of interest
Have those responsible for the drafting of the present document acquired securities from the issuer concerned by the present financial analysis? No

Have those responsible for the drafting of the present document received remuneration directly linked to investment firm service transactions or any No
other kind of transaction they carry out or any trading commissions they, or any legal person who is part of the same group, receive?

Statement of conflict of interests of all companies mentioned in this document may be consulted on Oddo BHF: www.securities.oddo-bhf.com

Thisis a non-contractual document, it is strictly for the private use of the recipient, and the information it contains is based on sources we believe to be reliable, but whose accuracy and completeness cannot be guaranteed. The opinions
given in the document reflect our appraisal at the time of publication and may therefore be revised at a later date.
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Disclaimer:
Disclaimers for Distribution by ODDO BHF SCA to Non-United States Investors:

This research publication is produced by ODDO BHF Corporates & Markets, a division of ODDO BHF SCA (“ODDOQ”), which is licensed by the Autorité de Controle Prudentiel et de
Résolution (ACPR) and regulated by the Autorité des Marchés Financiers (“AMF”).

The research, when distributed outside of the U.S., is intended exclusively for non-U.S. customers of ODDO and cannot be divulged to a third-party without prior written consent of
ODDO. This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. This research has been
prepared in accordance with regulatory provisions designed to promote the independence of investment research. “Chinese walls” (information barriers) have been implemented to
avert the unauthorized dissemination of confidential information and to prevent and manage situations of conflict of interest. This research has been prepared in accordance with
French regulatory provisions designed to promote the independence of investment research. The recommendation presented in this document is reviewed and updated at least
quarterly following each Quarterly Report published by the issuer that is the subject of this Research Report.

At the time of publication of this document, ODDO and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all reasonable effort has been
made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as to its accuracy or completeness and it should not
be relied upon as such. Past performances offer no guarantee as to future performances. All opinions expressed in the present document reflect the current context which is subject
to change without notice. The views expressed in this Research Report accurately reflect the analyst's personal views about the subject securities and/or issuers and no part of his
compensation was, is, or will be directly or indirectly related to the specific views contained in the Research Report. This Research Report does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or
recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice.

This Research Report is for institutional investors only. It may not contain information necessary for others to make investment decisions. Consult your financial adviser or an
investment professional if you are not an institutional investor.

Disclaimers for Distribution by ODDO BHF New York Corporation to United States Investors:

This Research Report is produced by ODDO BHF Corporates & Markets, a division of ODDO. This research is distributed to U.S. investors exclusively by ODDO BHF New York
Corporation (“ONY”), MEMBER: FINRA/SIPC, and is intended exclusively for U.S. customers of ONY and cannot be divulged to a third-party without prior written consent of ONY.
This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. This research has been prepared in
accordance with regulatory provisions designed to promote the independence of investment research. “Chinese walls” (information barriers) have been implemented to avert the
unauthorized dissemination of confidential information and to prevent and manage situations of conflict of interest. This research has been prepared in accordance with French
regulatory provisions designed to promote the independence of investment research. The recommendation presented in this document is reviewed and updated at least quarterly
following each Quarterly Report published by the issuer that is the subject of this Research Report.

At the time of publication of this document, ODDO, and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all reasonable effort has been
made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as to its accuracy or completeness and it should not
be relied upon as such. Past performances offer no guarantee as to future performances. All opinions expressed in the present document reflect the current context which is subject
to change without notice. The views expressed in this Research Report accurately reflect the analyst’s personal views about the subject securities and/or issuers and no part of his
compensation was, is, or will be directly or indirectly related to the specific views contained in the Research Report. This Research Report does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or
recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice.

This Research Report is for institutional investors only. It may not contain information necessary for others to make investment decisions. Consult your financial adviser or an
investment professional if you are not an institutional investor.

Disclosures Required by United States Laws and Regulations:

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

FINRA Disclosures:

* Neither ONY, ODDO, nor ODDO BHF Corporates & Markets beneficially owns 1% or more of any class of common equity securities of the subject company.

* The research analyst of ODDO BHF Corporates & Markets, at the time of publication of this research report, is not aware, nor does he or she know or have reason to know of any
actual, material conflict of interest of himself or herself, ODDO, ODDO BHF Corporates & Markets or ONY, except those mentioned in the paragraph entitled “Risks of Conflicts of
Interest.”

» ODDO BHF Corporates & Markets or ODDO may receive or seek compensation for investment banking services in the next 3 months from the subject company of this Research
Report, but ONY would not participate in those arrangements.

* Neither ONY, ODDO, ODDO BHF Corporates & Markets has received compensation from the subject company in the past 12 months for providing investment banking services
except those mentioned in the paragraph of “Risks of Conflict of Interest”.”

* Neither ONY, ODDO, ODDO BHF Corporates & Markets has managed or co-managed a public offering of securities for the subject company in the past 12 months except those
mentioned in the paragraph of “Risk of Conflict of Interest”.

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

Regulation AC:

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

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

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