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Tel.: +49 40 414388 576     “Driving” the Big Data revolution As Big Data generation explodes due to autonomous driving and Industry 4.0, companies are quickly finding they can no longer manage and evaluate terabytes of data with their typical analytical tools based on SQL data bases and spreadsheet models – they need intelligent software solutions. Enter NorCom. As an early mover, the company is emerging as THE Big Data software provider for the German automotive industry offering the only customisable, automotive-specific Big Data software in the market benefitting from years of close co-operation and joint development with automotive OEMs. No wonder this Big Data software provides automotive players with decisive benefits including quality, cost and safety improvements as well as faster time-to-market. Hence, NorCom is seen to strongly differentiate from the non-specific, one-size-fits-all solutions of larger Big Data players such as SAP or IBM. The recent corporate license deal with Daimler (12/17) is seen as proof of concept AND major breakthrough for NorCom in its transformation towards high-margin software revenues. While this deal alone should yield a mid single digit million revenue potential by 2020E, NorCom should be in the pole position to win additional OEMs such as BMW or Audi especially as Big Data test projects are already underway. We hence see NorCom at an inflection point: Software sales are expected to rise substantially to drive highly dynamic group revenue growth of 29% (CAGR 2017-2020E) to € 29m while the EBIT margin should soar by 16pp to 26% in the same time frame reflecting strong scalability and favourable mix effects. While management’s focus has so far been on software refinement and the initial lighthouse customer deal, the company now looks ready to intensify IR and roadshow activity which should draw the attention of institutional investors to this rare investment case and drive a positive re-rating of the shares. Initiate with BUY and a € 90 PT based on DCF.   Y/E 31.12 (EUR m)  2013 2014 2015 2016 2017E 2018E 2019E                 Sales 18.2 14.7 16.2 17.8 13.5 19.0 24.5 Sales growth -8 % -19 % 10 % 10 % -24 % 41 % 29 % EBITDA -3.5 0.5 1.2 1.7 1.4 3.4 5.9 EBIT -3.8 0.4 1.1 1.6 1.3 3.3 5.8 Net income -3.9 0.4 1.1 1.6 1.3 3.4 5.3 Net debt -1.7 -1.1 -1.0 -2.2 -4.2 -6.8 -10.9 Net gearing -1217.7 % -195.2 % -61.6 % -66.8 % -91.0 % -85.7 % -82.0 % Net Debt/EBITDA 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EPS pro forma -1.96 0.21 0.55 0.75 0.61 1.59 2.48 CPS -0.31 -0.87 -0.04 0.57 0.99 1.34 2.06 DPS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 Dividend yield 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Gross profit margin 54.3 % 50.7 % 51.7 % 49.3 % 58.8 % 62.6 % 65.6 % EBITDA margin -19.0 % 3.4 % 7.2 % 9.3 % 10.1 % 18.1 % 24.1 % EBIT margin -21.0 % 3.0 % 6.8 % 9.0 % 9.7 % 17.6 % 23.5 % ROCE -67.6 % 9.8 % 23.4 % 26.5 % 17.5 % 34.0 % 40.7 % EV/sales 4.9 6.1 5.6 5.3 6.8 4.7 3.5 EV/EBITDA -25.7 177.1 77.8 56.7 67.7 26.1 14.5 EV/EBIT -23.3 205.7 82.1 58.5 70.8 26.9 14.9 PER -23.1 211.5 83.2 60.3 74.7 28.5 18.3 Adjusted FCF yield -4.4 % 0.5 % 1.2 % 1.7 % 1.4 % 3.7 % 6.0 % Source: Company data, Hauck & Aufhäuser Close price as of:  31.01.2018   

 

Source: Company data, Hauck & Aufhäuser High/low 52 weeks: 45.50 / 13.83 Price/Book Ratio: 21.0 Relative performance (TecDAX): 3 months 25.3 % 6 months 5.5 % 12 months 185.2 %   Changes in estimates  Sales EBIT EPS 
old: 13.5 1.3 0.61 2017 ∆ - - - 
old: 19.0 3.3 1.59 2018 ∆ - - - 
old: 24.5 5.8 2.48 2019 ∆ - - -       Key share data:  Number of shares: (in m pcs) 2.0 Authorised capital: (in € m) 1.1 Book value per share: (in €) 2.2 Ø trading volume: (12 months) 12,000   Major shareholders:  Free Float 63.5 %Nordbakk Invest 25.3 %Norcom IT AG 6.0 %Liliana Nordbakk 5.2 %   Company description: BigData software provider focused on German automotives   
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 NorCom at a glance   
• Key Big Data software provider for German automotive companies  
• Turning data into knowledge, NorCom’s software enables the autonomous driving mega trend where petabytes of data are produced every day  
• Inflection point: Daimler has been signed as lighthouse customer. Growth, profitability and recurring revenues set to soar   Emerging as key Big Data software provider    NorCom is emerging as a key Big Data software provider for German automotives with its “DaSense” solution. In fact, following extensive software refinement in co-operation with potential clients, NorCom achieved a major breakthrough in December 2017 signing Daimler as lighthouse customer. 

  
 This positions NorCom in the midst of two mega trends: Autonomous driving and connected cars. With the help of NorCom’s software, clients can transform data into knowledge i.e. they can manage, analyse and act upon the terabytes of data produced every week by a car’s sensors, cameras etc.  

  
 A few examples of how DaSense adds value:  
• Saving on development costs – With DaSense, engineers can optimise engine performance and production cost.  
• Exhaust-gas treatment – With the upcoming “Real Drive Emission” regulation (EU6d), exhaust gas treatment looks set to explode in complexity. DaSense enables car makers to analyse whole fleets of test vehicles globally to evaluate exhaust gas behaviour.  
• Advancing autonomous driving – Real-time evaluation of data can help improve the performance of self-driving cars. 

  

 As a result, NorCom is seen at a major inflection point. Software revenues are expected to rise substantially in the coming years to explain 72% of group sales by 2020E. This should provide a major boost to revenue growth, profitability and visibility (i.e. through recurring revenues).  
  

  A closer look at the software    While DaSense is seen to have the strongest growth potential, it is not NorCom’s only solution. The company also offers “EAGLE” which is a software platform to search for and analyse non-structured Big Data such as R&D documents. The two solutions in detail: 
  

 
• DaSense (eH&A: € 15m revenues by FY’20E) enables automotive clients to evaluate terabytes of data from autonomous test drives and connected cars. The solution offers a user-friendly interface, collaboration and analytical tools as well as customisable apps to access and analyse globally dispersed, heterogeneous data within a corporation.   
• EAGLE (eH&A: € 5m revenues by FY’20E) is a software platform to search and analyse non-structured data by means of natural language processing. For instance, it may be used to find relevant information amongst hundreds 

  

T
his report is intended for robin.brass@

ha-ib.de. U
nauthorized redistribution of this report is prohibited



NorCom AG 
   

4                                 Hauck & Aufhäuser Privatbankiers AG 

of thousands of R&D documents.  Next to its highly promising software business, NorCom is active in IT consulting (2020E: 28% of group sales), a profitable and stable business thanks to multi-year contracts. Importantly, IT Consulting offers synergies to the core software business including cash flow to finance software R&D and consulting services to Big Data customers. 
  

  Quick-and-dirty company overview     Big Data Software IT Consulting GroupProducts

Sales 20E (€ m) 20.7 8.0 28.7Sales share 72% 28%End markets Focused on automotive customers. But software can be leveraged to new industries / applications. Focused on Federal Authorities in Germany.
Sales by region
Important customers
Rivals IBM, SAP, USU, and others Local IT Service companies
Raw Materials

Key raw material is man-power i.e. NorCom employs a large number of Big Data and software specialists, typically PhDs. Programming languages and the Big Data framework HaDoop are mostly open-source i.e. they come at no cost to NorCom.
Key raw material: Consultant specialised on Big Data and IT.NorCom does not re-sell IT hardware. It may rely on third-party consultants.

SitesEBIT 20E (€ m) 6.6 0.9 7.5EBIT-margin 32% 12% 26%ROCE 20E 44%
HQ is in Munich, Germany

80% Germany, 20% Austria. NorCom has 55 employees with direct customer service and key offices in Munich, Nuremberg and Stuttgart.

Software customers pay a fee to NorCom depending on the amount of Big Data analysed

Daimler and BMW for DaSense, Audi for EAGLE

 Source: Company data, Hauck & Aufhäuser  
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Competitive Quality   
• Exploding Big Data volumes drive demand for intelligent software – such as DaSense  
• Decisive benefits for automotive players include quality, cost and safety improvements  
• Strong differentiation: The only bespoke solution directly catering to the needs of automotive companies  
• Robust moat to protect market share and returns   Big Data: A key asset for automotive companies    Big Data is a crucial topic for the automotive industry. Daily test drives produce terabytes of valuable input which can be used to improve the economics, safety and environmental-friendliness of cars.    

 However, as Big Data generation explodes due to autonomous driving and the connected car, automotive companies can no longer manage and evaluate the terabytes of data with their typical analytical tools based on SQL data bases or Excel spreadsheets – they need intelligent software solutions. 
  

  Big Data volumes to explode (data in zettabytes)

 Source: Oracle, Hauck & Aufhäuser   DaSense Big Data software offers decisive benefits    This is where NorCom comes into play. Turning Big Data into knowledge, its DaSense software solution offers decisive benefits to automotive companies as shown in its potential to:   
 
• Cut development and production costs – With DaSense, automotive companies can optimise new car or component design (e.g. aerodynamics, raw material input) and evaluate technological innovations without extensive prototyping.  
• Facilitate electrification – With DaSense engineers can handle the sensor-rich development of electric cars and batteries.  
• Accelerate time-to-market of new car models – Enhanced design and testing times should accelerate time-to-market thus providing a key competitive advantage to automotive OEMs. 
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 Even more importantly, NorCom helps automotive players get ahead in the autonomous car race as DaSense can evaluate test drive data in real time to optimise the performance of self-driving cars thanks to deep learning capabilities. 
  

 An example should best underpin the power of NorCom’s DaSense Big Data platform: In a test project with a leading automotive OEM, DaSense detected a fault with a system component within six weeks. It had previously taken the OEM one and a half years to find the flaw with internal resources. 
  

  Strong differentiation thank to focus and bespoke functions    NorCom is hence seen in the pole position to capture market share in the burgeoning Big Data automotive software market supported by its early mover advantage. In fact, NorCom is the only Big Data software company to:   
 
• Focus on the automotive industry resulting in deep understanding of customers’ needs. This stems from years of close co-operation (e.g. since 2013 with Audi) and joint software refinement with automotive OEMs.   
 
• Offer bespoke software directly catering to the needs of automotive companies through customisable apps for every desired application. This may include real-driving emission, error detection and autonomous driving.   
 As a result, NorCom is seen to strongly differentiate from peers in the Big Data software market:    
• SAP HANA or IBM Watson are one-size-fits-all solutions thus lacking desired automotive-specific functions.    
• Companies like WANdisco, Cloudera or HortonWorks have a different vertical focus or offer mostly non-analytical Big Data software (e.g. Cloud migration & replication, data lake management, data flow management).   
  Robust moat to protect market share and returns    In consequence, we see NorCom emerging as THE Big Data software provider for German automotive companies explaining expected highly scalable revenue growth and excellent returns.   
 Defensibility looks strong: While new players may try to enter the Big Data automotive market, NorCom’s moat looks substantial:    
• It has a head-start versus competition allowing it to secure market share.    
• It possesses industry- and customer-specific know-how from five years of working together with German premium OEMs which should be hard to copy.    
• Once an automotive company has chosen NorCom’s DaSense platform, lock-in should be strong in light of substantial sunk costs including training, customisation, getting accustomed to the interface etc.   
 All the while, growth of the Big Data market should be dynamic enough to subdue competition for years to come, in our view.         
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 Growth   
• Exponential growth of Big Data market drives demand for intelligent software tools   
• Group sales to soar by 29% (CAGR 2017-2020E) as NorCom should penetrate existing software customers and win new clients  
• EBIT margin to expand strongly to 26% by 2020E reflecting software scalability and favourable mix effects   NorCom: In the midst of Big Data mega trend    The budding Big Data market is seen to grow by a massive $ 55bn to reach $ 89bn by 2025E (see graph below). Key drivers for this dynamic growth are the digitalisation of all industries which is exponentially increasing the flow of data. 

  
 Strong big data market growth expected

Source: Statista; Hauck & Aufhäuser
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   Importantly, the prevalent spreadsheet models and SQL data bases are increasingly being overwhelmed with analysing Big Data. There are four factors which explain this: Data volume, variety, velocity and veracity.   
 The four 'V's' explain the need for BigData solutions

 Source: Company data, Hauck & Aufhäuser  
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As a result, companies are strongly in need of bespoke software solutions to handle the avalanche of Big Data. This is especially true for automotive companies given the rise of autonomous driving and the connected car.    
  Value of car data-enabled services to surge

Source: McKinsey; Hauck & Aufhäuser
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   Well-positioned to target the automotive industry  While many large tech companies like IBM, Google or SAP have developed proprietary Big Data software, they offer one-size-fits-all solutions which lack specific features valuable to automotive OEMs. In contrast, NorCom’s DaSense platform is a bespoke solution directly catering to the need of automotive players e.g. through programmable and customisable apps.  
  

 This explains why we see NorCom in the pole position to gain market share when it comes to Big Data applications for automotive companies.     Strong sales growth expected thanks to Big Data software    We expect NorCom to achieve highly dynamic top-line growth of 29% per year to € 29m between 2017 and 2020E.     NorCom: Sales trend 2014 - 2020E in € m 2014 2015 2016 2017E 2018E 2019E 2020ESales 14.7 16.2 17.8 13.5 19.0 24.5 28.7y-o-y -19% 10% 10% -24% 41% 29% 17%DaSense revenues 0.0 0.0 0.0 2.0 6.5 11.5 15.2y-o-y n/a n/a n/a n/a 225% 77% 32%EAGLE revenues 0.0 0.0 1.0 2.0 3.0 4.0 4.5y-o-y n/a n/a n/a 100% 50% 33% 13%Other/Projects 0.0 1.0 1.0 1.0 1.0 1.0 1.0IT Consulting 14.7 15.2 15.8 8.5 8.5 8.0 8.0y-o-y -18.9% 3.4% 4.0% -46.3% 0.0% -5.9% 0.0%  Source: Company data, Hauck & Aufhäuser   Two key drivers:     (1) Penetrating existing Big Data software customers.  NorCom has won a corporate license deal with Daimler for DaSense in   
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December 2017. We expect the license fee to increase with the amount of Big Data analysed and hence expect high-margin revenues with Daimler to rise from € 0.5m in 2017E to € 8m by 2020E.  At the same time, EAGLE customer Audi is seen to contribute € 1.8m sales p.a. by 2020E.   (2) Winning new Big Data software customers.  Given its unique DaSense software and the recent lighthouse customer project with Daimler, we see NorCom excellently positioned to gain additional automotive companies as customers in the coming years. Potential new clients could include:  
• Audi which is already relying on EAGLE platform and could potentially open up the whole VW Group as a customer.  
• BWM which is using DaSense in production to analyse connected customer cars in China.  
• Automotive companies or suppliers with ambitions in autonomous driving such as Bosch.  Our estimates include two additional DaSense customers with a combined € 5.7m revenue contribution in 2020E.  At the same time, we see potential for NorCom to roll out EAGLE to new user groups such as lawyers and doctors but have not included material revenues from those industries into our estimates. 

  

  Growth DaSense: Existing customers and new clients
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 Source: Company data, Hauck & Aufhäuser                
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 Profitability to surge thanks to soaring software sales     NorCom: Earnings trend 2014 - 2020E in € m 2014 2015 2016 2017E 2018E 2019E 2020EGross profit 7.8 8.5 8.9 8.1 12.1 16.3 19.7Gross margin 53% 53% 50% 60% 64% 67% 69%Personnel 5.7 5.8 6.0 5.9 7.6 9.1 10.3in % of sales 38% 36% 34% 44% 40% 37% 36%Other expenses 1.7 1.5 1.2 0.8 1.1 1.4 1.6in % of sales 11% 10% 7% 6% 6% 6% 6%EBITDA 0.5 1.2 1.7 1.4 3.4 5.9 7.8EBITDA margin 3% 7% 9% 10% 18% 24% 27%EBIT 0.4 1.1 1.6 1.3 3.3 5.8 7.5EBIT margin 3% 7% 9% 10% 18% 24% 26%EBIT BigData -0.2 -0.3 -0.2 0.3 2.3 4.8 6.6EBIT margin n/a n/a n/a 6% 22% 29% 32%EBIT IT Consulting 0.6 1.4 1.8 1.0 1.0 1.0 0.9EBIT margin 4% 9% 11% 12% 12% 12% 12%Net income 0.4 1.1 1.6 1.3 3.4 5.3 5.9EPS 0.2 0.6 0.8 0.65 1.69 2.64 2.93  Source: Company data, Hauck & Aufhäuser   NorCom’s transition to a big data provider should not only boost the top line but also raise profitability substantially.  We expect EBIT to soar by 80% (CAGR 2017-20E) to € 7.5m by 2020E and the EBIT margin to expand to 26%. 
  

 Key drivers:  
• Software scalability: Sales growth should be highly scalable as needed investments for software development and refinement should have been concluded. At the same time, Daimler is seen to pay a higher fee depending on the amount of data analysed which should barely trigger any additional expenses for NorCom given that key software components are proprietary or open source. We expect software revenues to come with 40-50% incremental EBIT margins.  
• Mix: We expect strong disproportionate software growth in the coming years as NorCom should have reached the inflection point with the initial corporate license deal with Daimler. By 2020E, software revenues should account for 72% of group sales (2016: 11%) while IT Consulting is seen to explain only 28% (2016: 89%). The positive mix effect should be an additional margin driver.  Importantly, even new customers should come with a high albeit slightly more subdued EBIT margins. The reason: New customer installations should require some customisation to adapt the platform apps to customer requirements. 
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Shift to BigData seen to drive profitability
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 Source: Company data, Hauck & Aufhäuser                                                   
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Theme   
• Attractive theme: NorCom active in the burgeoning Big Data market with unique software solution  
• Company at an inflection point following license deal with Daimler  
• Expect positive re-rating with wider IR and roadshow activity   NorCom to benefit from appealing Big Data theme  Big Data is en vogue: The market looks ready to take off as the “connected world” is producing ever more data on a daily basis. This data is highly valuable to companies which can use it to e.g. cut costs, improve efficiency, boost quality, increase customer satisfaction etc.  However, the sheer amount and complexity of the collected data is seen to exceed the capabilities of the prevalent analytical models: Customers tend to use low-tech SQL data bases and spreadsheets to turn data into knowledge.   To handle the explosive growth of Big Data, they will need to adopt intelligent software tools – and that is what NorCom is all about. A Big Data pioneer in Germany, NorCom’s DaSense platform is a bespoke solution for the automotive industry to manage and analyse Big Data.   We consider NorCom to be excellently positioned in this highly appealing market and hence expect the company to show dynamic growth AND strong margin expansion going forward. All of this is expected to drive a further positive re-rating of NorCom shares. 

  

  Daimler license deal major game changer for NorCom  NorCom is seen at an inflection point thanks to the software license deal signed with Daimler in December 2017.  The contract should not only lead to dynamic software revenue growth and hence EBIT margin expansion in the years ahead. Rather, it should also provide a massive boost to NorCom’s reputation likely resulting in further customer leads.   Potential new customers include (eH&A):  
• BMW which is using DaSense in production to analyse connected customer cars in China.  
• Audi which is already using NorCom’s second Big Data software platform “EAGLE”.  
• Automotive OEMs looking to get ahead in the autonomous driving race. NorCom’s software enables to improve the performance of self-driving cars by analysing Big Data from autonomous test drives. 
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 A hidden gem soon to become more well-known  Despite the highly attractive software and Big data theme, NorCom is seen to be largely off most investor’s radar. The reason: The company has focused on software development and securing its first contract and is only now willing to intensify IR activity. We expect a broader coverage and planned roadshows to major European financial centres to support a favourable share price performance going forward. 
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 Valuation   
• DCF model yields € 90 fair value indicating substantial upside to the current share price  
• Big Data software adoption should drive highly dynamic and profitable growth in the coming years   DCF model indicates a fair value of € 90 per share  We expect NorCom to massively increase its profitability and free cash flow generation in the coming years by growing its Big Data software revenues. Key drivers:  (1) Penetration of key client Daimler. Rising data usage should lead to higher license payments.  (2) Winning new Big Data customers thanks to soaring reputation and unique software providing crucial value-add to automotive companies  Our DCF model points to an implied fair value of € 90 per share using a WACC of 7.5%, a terminal growth rate of 2.5% and an EBIT margin of 30% in the terminal year. 

  

  2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E Terminal Value3.3 5.2 7.3 8.9 10.3 12.0 13.8 14.10.1 0.1 0.5 0.8 1.4 1.6 1.8 1.9-0.5 -0.9 -0.8 -0.9 -1.0 -1.2 -1.3 -0.20.3 0.5 1.0 1.2 1.4 1.6 1.8 1.90.0 0.0 0.0 0.0 0.0 0.0 0.0 0.00.0 0.0 0.0 0.0 0.0 0.0 0.0 0.03.2 4.9 8.0 10.0 12.0 13.9 16.1 17.52.4 3.4 4.5 5.3 6.1 7.0 7.6 148.97.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%DCF per share derived from DCF avg. growth and earnings assumptionsTotal present value 189 Short term growth (2016-2019) 11.2%thereof terminal value 79% Medium term growth (2019 - 2025) 16.2%Net debt (net cash) at start of year -7 Long term growth (2022 - infinity) 2.5%Financial assets 0 Terminal year EBIT margin 30.0%Provisions and off balance sheet debt 4Equity value 192 WACC derived fromCost of borrowings before taxes 3.0%Discounted cash flow per share 90.4 Tax rate 24.0%upside/(downside) 99% Cost of borrowings after taxes 3.0%Required return on invested capital 7.5%Risk premium 5.0%Risk-free rate 1.5%Share price 45.40 Beta 1.2Sensitivity analysis DCF Sensitivity analysis DCF
90.4 0% 1.0% 2.5% 2.5% 3.0% 90.4 28.0% 29.0% 30.0% 31.0% 32.0%9.5% 50.9 54.8 62.8 62.8 66.3 9.5% 59.9 61.3 62.8 64.2 65.78.5% 57.4 62.7 74.1 74.1 79.2 8.5% 70.4 72.3 74.1 75.9 77.77.5% 65.9 73.4 90.4 90.4 98.5 7.5% 85.6 88.0 90.4 92.7 95.16.5% 77.5 88.5 115.5 115.5 129.6 6.5% 109.0 112.2 115.5 118.7 121.95.5% 93.8 111.0 158.3 158.3 186.7 5.5% 148.9 153.6 158.3 163.0 167.7

5.7

EBIT margin terminal year

0.3-0.7

WACC

2.1

WACC

No. of shares outstanding

WACC

7.5%

Long term growth

0.90.00.03.66.2

DCF (EUR m) (except per share data and beta)NOPATDepreciationIncrease/decrease in working capital
Present value
CapexAcquisitionsCapital increaseCash flow

 Source: Company data, Hauck & Aufhäuser
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 Company Background History  NorCom was founded by current CEO Viggo Nordbakk in 1989 and started as an IT service provider especially for banks. With the rapid adoption of the internet in the 90s, the company focused on security solutions and later also the TV business by cutting and editing short videos during news shows and controlling the playout.  Later on, the company added the German Federal Office of Labor to its customer base by offering IT Services such as server management and consulting work. This relationship is still active and contributes some € 8m of sales p.a. The related contract is fixed until 2019 and can be prolonged by another three years.   Since 2013 Norcom is a first mover in the budding Big Data industry that is becoming more and more relevant for a multitude of industries. With the introduction of the two Big Data platforms EAGLE and DaSense in 2017, Norcom can now be seen as a fully fledged Big Data supplier. 

  

  Early mover for Big Data in Germany  Given the long standing IT expertise and clear vision by its CEO, NorCom was one of the first companies to shift its focus towards the budding Big Data segment during the last years. In 2012/13 the TV segment was shut down and NorCom started to develop its first Big Data project with Audi to store, find and analyse massive amounts of R&D related documents. Competing against heavyweights like IBM Watson and SAP HANA, NorCom managed to win the Audi contract thanks to the software’s extensive customisation options and specific fit.  Natural Language Processing (NLP) – a subset of artificial intelligence – is the base of this Big Data system by NorCom. While users have to search for keywords using “common” database solutions, NorCom’s NLP system can understand the semantics of a text and is able to comprehend its content. This results in a much better “hit rate” when it comes to finding specific data in research projects. Ultimately, it not only improves R&D efficiency but also speeds up R&D projects while cutting R&D costs. 

  

   Natural Language Processing 

Source: wizeline.com; Hauck & Aufhäuser    NorCom today has two specific Big Data software platforms:  
• EAGLE (c. 20% of sales ‘19E). The aforementioned project with Audi led to the development of EAGLE, which is NorCom’s Big Data platform for storing, 
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analysing and sourcing massive amounts of complex R&D data. This platform is seen to face highly attractive prospects not only in R&D departments but also in the medical and law-related industries (not included in eH&A yet). EAGLE is using Natural Language Processing to optimise both working processes and content.  
• DaSense (c. 50% of sales in ‘19E) which is seen to become the Big Data backbone for autonomous driving. With the knowledge gained from EAGLE, NorCom set up a new project to provide automotive companies a tool to cope with the surging amount of Big Data generated by connected and self-driving cars (see graph below). The project saw initial adoption by Daimler in January 2017 for their autonomous car development which was followed by a corporate deal for all departments in December 2017. Daimler will use the software to analyse data arising from test drives, car defects and autonomous driving.      Data sources of connected cars

Source: ANSYS; Hauck & Aufhäuser    Transition to a full service Big Data provider  NorCom is now seen on track to transform into a full service Big Data provider. With the roll-out of EAGLE and DaSense in 2017, the company looks ready to reap the fruit of its labour (i.e. substantial R&D investments). While its IT consulting business should remain stable at c. € 8m sales per year, Big Data related software revenues are expected to soar (eH&A: 27m or 80% of sales by 2020E) driven by rising usage of existing customers and new customer wins. 
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    Investment risks 
• Rising competition – A key risk could be the development of a similar bespoke software platform by rivals such as IBM in conjunction with Horton Works or Cloudera.   
• Slow adoption by other OEMs – While the first lighthouse deal with Daimler looks very promising, other OEMs could be slow to follow suit which would hurt NorCom’s short-term growth potential and render our estimates too optimistic.  
• Possible need for software refinement – Given that the DaSense platform was only rolled out recently, there is a slight risk that NorCom may need to engage in software refinement if glitches appear during high-volume applications. 
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 Financials 
 Profit and loss (EUR m)  2013 2014 2015 2016 2017E 2018E 2019E                 Net sales 18.2 14.7 16.2 17.8 13.5 19.0 24.5 Sales growth -8.1 % -18.9 % 10.1 % 9.9 % -24.3 % 40.7 % 28.9 % Increase/decrease in finished goods and work-in-process 0.6 0.7 0.3 0.3 0.2 0.3 0.4 Total sales 18.7 15.5 16.5 18.1 13.7 19.3 24.9 Other operating income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Material expenses 8.6 7.6 8.0 9.2 5.7 7.2 8.6 Personnel expenses 8.2 5.7 5.8 6.0 5.9 7.6 9.1 Other operating expenses 5.4 1.7 1.5 1.2 0.8 1.1 1.4 Total operating expenses 22.2 14.9 15.4 16.5 12.4 15.9 19.0 EBITDA -3.5 0.5 1.2 1.7 1.4 3.4 5.9 Depreciation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EBITA -3.5 0.5 1.2 1.7 1.4 3.4 5.9 Amortisation of goodwill 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Amortisation of intangible assets 0.4 0.1 0.1 0.1 0.1 0.1 0.1 Impairment charges 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EBIT -3.8 0.4 1.1 1.6 1.3 3.3 5.8 Interest income 0.0 0.0 0.0 0.0 0.0 0.1 0.1 Interest expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Other financial result 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Financial result 0.0 0.0 0.0 0.0 0.0 0.1 0.1 Recurring pretax income from continuing operations -3.8 0.4 1.1 1.6 1.3 3.4 5.9 Extraordinary income/loss 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Earnings before taxes -3.8 0.4 1.1 1.6 1.3 3.4 5.9 Taxes 0.1 0.0 0.0 0.0 0.0 0.0 0.6 Net income from continuing operations -3.9 0.4 1.1 1.6 1.3 3.4 5.3 Result from discontinued operations (net of tax) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Net income -3.9 0.4 1.1 1.6 1.3 3.4 5.3 Minority interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Net income (net of minority interest) -3.9 0.4 1.1 1.6 1.3 3.4 5.3 Average number of shares 2.0 2.0 2.0 2.0 2.0 2.0 2.0 EPS reported -1.96 0.21 0.55 0.80 0.65 1.69 2.64   Profit and loss (common size) 2013 2014 2015 2016 2017E 2018E 2019E                 Net sales 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % Increase/decrease in finished goods and work-in-process 3.1 % 4.9 % 1.8 % 1.7 % 1.7 % 1.7 % 1.7 % Total sales 103.1 % 104.9 % 101.8 % 101.7 % 101.7 % 101.7 % 101.7 % Other operating income 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Material expenses 47.1 % 51.7 % 49.2 % 51.6 % 41.9 % 38.0 % 35.0 % Personnel expenses 45.2 % 38.4 % 36.0 % 33.8 % 43.9 % 40.0 % 37.0 % Other operating expenses 29.8 % 11.3 % 9.5 % 7.0 % 5.8 % 5.6 % 5.6 % Total operating expenses 122.2 % 101.4 % 94.7 % 92.3 % 91.6 % 83.6 % 77.6 % EBITDA -19.0 % 3.4 % 7.2 % 9.3 % 10.1 % 18.1 % 24.1 % Depreciation 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % EBITA -19.0 % 3.4 % 7.2 % 9.3 % 10.1 % 18.1 % 24.1 % Amortisation of goodwill 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Amortisation of intangible assets 2.0 % 0.5 % 0.4 % 0.3 % 0.4 % 0.5 % 0.6 % Impairment charges 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % EBIT -21.0 % 3.0 % 6.8 % 9.0 % 9.7 % 17.6 % 23.5 % Interest income 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.4 % 0.4 % Interest expenses 0.0 % 0.1 % 0.0 % 0.0 % 0.1 % 0.0 % 0.0 % Other financial result 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Financial result 0.0 % 0.0 % 0.0 % 0.0 % -0.1 % 0.4 % 0.4 % Recurring pretax income from continuing operations -21.0 % 2.9 % 6.8 % 9.0 % 9.6 % 17.9 % 23.9 % Extraordinary income/loss 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Earnings before taxes -21.0 % 2.9 % 6.8 % 9.0 % 9.6 % 17.9 % 23.9 % Tax rate -2.1 % 0.0 % 0.1 % 0.2 % 0.2 % 0.7 % 10.0 % Net income from continuing operations -21.5 % 2.9 % 6.8 % 9.0 % 9.6 % 17.8 % 21.5 % Income from discontinued operations (net of tax) 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Net income -21.5 % 2.9 % 6.8 % 9.0 % 9.6 % 17.8 % 21.5 % Minority interest 0.1 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Net income (net of minority interest) -21.6 % 2.9 % 6.8 % 9.0 % 9.6 % 17.8 % 21.5 % Source: Company data, Hauck & Aufhäuser    
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 Balance sheet (EUR m)  2013 2014 2015 2016 2017E 2018E 2019E                 Intangible assets 2.4 1.3 1.3 1.3 1.3 1.5 1.8 Property, plant and equipment 0.1 0.1 0.1 0.1 0.2 0.2 0.2 Financial assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 FIXED ASSETS 2.5 1.4 1.4 1.4 1.5 1.7 2.0 Inventories 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Accounts receivable 2.2 2.6 4.0 5.5 3.3 4.2 5.4 Other current assets 0.4 0.1 0.2 0.1 0.1 0.1 0.1 Liquid assets 1.7 1.1 1.0 2.2 4.2 6.8 10.9 Deferred taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Deferred charges and prepaid expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 CURRENT ASSETS 4.2 3.8 5.2 7.8 7.6 11.1 16.4 TOTAL ASSETS 6.8 5.2 6.5 9.2 9.1 12.8 18.4 SHAREHOLDERS EQUITY 0.1 0.6 1.7 3.3 4.6 8.0 13.3 MINORITY INTEREST 0.1 0.0 0.0 0.0 0.0 0.0 0.0 Long-term debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Provisions for pensions and similar obligations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Other provisions 4.6 3.5 3.7 3.5 3.5 3.5 3.5 Non-current liabilities 4.6 3.5 3.7 3.5 3.5 3.5 3.5 short-term liabilities to banks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Accounts payable 1.4 0.7 0.9 2.1 0.7 1.0 1.3 Advance payments received on orders 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Other liabilities (incl. from lease and rental contracts) 0.4 0.4 0.3 0.3 0.3 0.3 0.3 Deferred taxes 0.1 0.0 0.0 0.0 0.0 0.0 0.0 Deferred income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Current liabilities 2.0 1.1 1.2 2.4 1.0 1.3 1.6 TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 6.8 5.2 6.5 9.2 9.1 12.8 18.4   Balance sheet (common size) 2013 2014 2015 2016 2017E 2018E 2019E                 Intangible assets 35.9 % 24.9 % 19.6 % 14.0 % 14.5 % 11.7 % 10.0 % Property, plant and equipment 1.5 % 1.6 % 1.1 % 1.5 % 2.0 % 1.5 % 1.0 % Financial assets 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % FIXED ASSETS 37.4 % 26.5 % 20.7 % 15.5 % 16.5 % 13.2 % 11.1 % Inventories 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Accounts receivable 31.9 % 50.4 % 60.5 % 59.9 % 36.4 % 32.5 % 29.2 % Other current assets 5.2 % 1.6 % 2.9 % 1.2 % 1.2 % 0.9 % 0.6 % Liquid assets 25.4 % 21.6 % 15.8 % 23.9 % 45.8 % 53.4 % 59.1 % Deferred taxes 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Deferred charges and prepaid expenses 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % CURRENT ASSETS 62.6 % 73.5 % 79.3 % 85.0 % 83.5 % 86.8 % 88.9 % TOTAL ASSETS 100.0 % 100.0 % 100.0 % 100.5 % 100.0 % 100.0 % 100.0 % SHAREHOLDERS EQUITY 2.1 % 11.1 % 25.7 % 35.9 % 50.4 % 62.3 % 72.1 % MINORITY INTEREST 1.7 % 0.2 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Long-term debt 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Provisions for pensions and similar obligations 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Other provisions 67.2 % 67.3 % 56.5 % 38.4 % 38.4 % 27.4 % 19.1 % Non-current liabilities 67.2 % 67.3 % 56.5 % 38.4 % 38.4 % 27.4 % 19.1 % short-term liabilities to banks 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Accounts payable 20.7 % 14.4 % 13.4 % 22.5 % 7.9 % 8.0 % 7.2 % Advance payments received on orders 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Other liabilities (incl. from lease and rental contracts) 6.6 % 7.0 % 4.4 % 3.2 % 3.2 % 2.3 % 1.6 % Deferred taxes 1.8 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Deferred income 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Current liabilities 29.0 % 21.4 % 17.7 % 25.8 % 11.2 % 10.3 % 8.8 % TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % Source: Company data, Hauck & Aufhäuser   
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 Cash flow statement (EUR m)  2013 2014 2015 2016 2017E 2018E 2019E                 Net profit/loss -3.9 0.4 1.1 1.6 1.3 3.4 5.3 Depreciation of fixed assets (incl. leases) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Amortisation of goodwill 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Amortisation of intangible assets 0.4 0.1 0.1 0.1 0.1 0.1 0.1 Others 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Cash flow from operations before changes in w/c -3.5 0.5 1.2 1.7 1.4 3.5 5.4 Increase/decrease in inventory 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Increase/decrease in accounts receivable 2.3 -0.7 -1.4 -1.5 2.2 -0.8 -1.2 Increase/decrease in accounts payable 1.2 -1.9 0.1 1.2 -1.3 0.3 0.3 Increase/decrease in other working capital positions -0.2 0.4 0.0 0.0 0.0 0.0 0.0 Increase/decrease in working capital 3.3 -2.2 -1.2 -0.4 0.8 -0.5 -0.9 Cash flow from operating activities -0.2 -1.7 0.0 1.3 2.2 2.9 4.5 CAPEX 0.0 0.1 0.1 0.1 0.2 0.3 0.5 Payments for acquisitions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Financial investments 0.0 -1.1 0.0 0.0 0.0 0.0 0.0 Income from asset disposals 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Cash flow from investing activities 0.0 1.1 -0.1 -0.1 -0.2 -0.3 -0.5 Cash flow before financing -0.3 -0.6 -0.1 1.2 2.0 2.7 4.0 Increase/decrease in debt position 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Purchase of own shares 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Capital measures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Dividends paid 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Others 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Effects of exchange rate changes on cash 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Cash flow from financing activities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Increase/decrease in liquid assets -0.3 -0.6 -0.1 1.2 2.0 2.7 4.0 Liquid assets at end of period 1.7 1.1 1.0 2.2 4.2 6.8 10.9 Source: Company data, Hauck & Aufhäuser       Regional split (EUR m)  2013 2014 2015 2016 2017E 2018E 2019E                 Domestic 0.0 0.0 0.0 0.0 0.0 0.0 0.0 yoy change n/a n/a n/a n/a n/a n/a n/a Rest of Europe 0.0 0.0 0.0 0.0 0.0 0.0 0.0 yoy change n/a n/a n/a n/a n/a n/a n/a NAFTA 0.0 0.0 0.0 0.0 0.0 0.0 0.0 yoy change n/a n/a n/a n/a n/a n/a n/a Asia Pacific 0.0 0.0 0.0 0.0 0.0 0.0 0.0 yoy change n/a n/a n/a n/a n/a n/a n/a Rest of world 0.0 0.0 0.0 0.0 0.0 0.0 0.0 yoy change n/a n/a n/a n/a n/a n/a n/a TTL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 yoy change n/a n/a n/a n/a n/a n/a n/a Source: Company data, Hauck & Aufhäuser   
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 Key ratios (EUR m)  2013 2014 2015 2016 2017E 2018E 2019E                 P&L growth analysis        Sales growth -8.1 % -18.9 % 10.1 % 9.9 % -24.3 % 40.7 % 28.9 % EBITDA growth 65.5 % -114.6 % 130.1 % 42.9 % -18.0 % 152.2 % 71.7 % EBIT growth -65.1 % -111.4 % 153.3 % 46.2 % -19.1 % 155.8 % 72.6 % EPS growth 40.4 % -110.9 % 156.8 % 45.5 % -19.4 % 161.9 % 56.1 % Efficiency        Total operating costs / sales 122.2 % 101.4 % 94.7 % 92.3 % 91.6 % 83.6 % 77.6 % Sales per employee n/a n/a n/a n/a n/a n/a n/a EBITDA per employee n/a n/a n/a n/a n/a n/a n/a Balance sheet analysis        Avg. working capital / sales 7.5 % 8.9 % 15.2 % 18.2 % 22.3 % 15.1 % 14.7 % Inventory turnover (sales/inventory) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Trade debtors in days of sales 43.6 64.4 88.9 112.2 90.0 80.0 80.0 A/P turnover [(A/P*365)/sales] 28.2 18.4 19.6 19.6 19.6 19.6 19.6 Cash conversion cycle (days) n/a n/a n/a n/a n/a n/a n/a Cash flow analysis        Free cash flow -0.3 -1.7 -0.1 1.2 2.0 2.7 4.0 Free cash flow/sales -1.6 % -11.7 % -0.4 % 6.5 % 14.9 % 14.0 % 16.4 % FCF / net profit 7.4 % -401.1 % -6.0 % 72.1 % 156.1 % 78.6 % 76.3 % Capex / depn 11.5 % -1494.1 % 99.9 % 226.3 % 252.5 % 277.8 % 333.3 % Capex / maintenance capex 0.0 % 0.0 % 0.0 % 0.0 % 84.2 % 0.0 % 0.0 % Capex / sales n/a n/a n/a n/a n/a n/a n/a Security        Net debt -1.7 -1.1 -1.0 -2.2 -4.2 -6.8 -10.9 Net Debt/EBITDA 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Net debt / equity -12.2 -2.0 -0.6 -0.7 -0.9 -0.9 -0.8 Interest cover 0.0 59.0 548.8 256.6 130.4 999.0 999.0 Dividend payout ratio 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Asset utilisation        Capital employed turnover 3.8 3.6 3.0 2.6 1.7 1.7 1.5 Operating assets turnover 20.9 7.6 5.1 5.0 4.8 5.7 5.8 Plant turnover 176.9 183.5 228.9 130.0 72.1 101.5 130.9 Inventory turnover (sales/inventory) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 Returns        ROCE -67.6 % 9.8 % 23.4 % 26.5 % 17.5 % 34.0 % 40.7 % ROE -2767.7 % 75.1 % 65.5 % 48.8 % 28.0 % 42.3 % 39.8 % Other        Interest paid / avg. debt n/a n/a n/a n/a n/a n/a n/a No.  employees (average) 0 0 0 0 0 0 0 Number of shares 2.0 2.0 2.0 2.0 2.0 2.0 2.0 DPS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EPS reported -1.96 0.21 0.55 0.80 0.65 1.69 2.64 Valuation ratios        P/BV 639.5 158.9 54.5 29.4 21.0 12.1 7.3 EV/sales 4.9 6.1 5.6 5.3 6.8 4.7 3.5 EV/EBITDA -25.7 177.1 77.8 56.7 67.7 26.1 14.5 EV/EBITA -25.7 177.1 77.8 56.7 67.7 26.1 14.5 EV/EBIT -23.3 205.7 82.1 58.5 70.8 26.9 14.9 EV/FCF -306.3 -52.1 -1372.5 81.7 45.8 33.7 21.3 Adjusted FCF yield -4.4 % 0.5 % 1.2 % 1.7 % 1.4 % 3.7 % 6.0 % Dividend yield 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % Source: Company data, Hauck & Aufhäuser    
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 Disclosures regarding research publications of Hauck & Aufhäuser Privatbankiers AG pursuant to section 34b of the German Securities Trading Act (WpHG) and distributed in the UK under an EEA branch passport, subject to the FCA requirements on research recommendation disclosures 
    It is essential that any research recommendation is fairly presented and discloses interests of indicates relevant conflicts of interest.  Pursuant to section 34b of the German Securities Trading Act (WpHG) a research report has to point out possible conflicts of interest in connection with the analysed company. Further to this, under the FCA’s rules on research recommendations, any conflicts of interest in connection with the recommendation must be disclosed.  A conflict of interest is presumed to exist in particular if Hauck & Aufhäuser Privatbankiers AG  
(1) or its affiliate(s) (either in its own right or as part of a consortium) within the past twelve months, acquired the financial instruments of the analysed company, (2) has entered into an agreement on the production of the research report with the analysed company, (3) or its affiliate(s) has, within the past twelve months, been party to an agreement on the provision of investment banking services with the analysed company or have received services or a promise of services under the term of such an agreement, (4) or its affiliate(s) holds a) 5% or more of the share capital of the analysed company, or b) the analysed company holds 5% or more of the share capital of Hauck & Aufhäuser Privatbankiers AG or its affiliate(s), (5) or its affiliate(s) holds a net long (a) or a net short (b) position of 0.5% of the outstanding share capital of the analysed company or derivatives thereof, (6) or its affiliate(s) is a market maker or liquidity provider in the financial instruments of the issuer, (7) or the analyst has any other significant financial interests relating to the analysed company such as, for example, exercising mandates in the interest of the analysed company or a significant conflict of interest with respect to the issuer, (8) The research report has been made available to the company prior to its publication. Thereafter, only factual changes have been made to the report. Conflicts of interest that existed at the time when this research report was published: Company Disclosure NorCom Information Technology AG 2, 8  Historical target price and rating changes for NorCom Information Technology AG in the last 12 months Initiation coverage 01-February-18         

 
 

Company Date Analyst Rating Target price Close   Hauck & Aufhäuser distribution of ratings and in proportion to investment banking services Buy 60.00 % 100.00 %  Sell 16.67 % 0.00 %  Hold 23.33 % 0.00 %       
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 1. General Information/Liabilities This research report has been produced for the information purposes of institutional investors only, and is not in any way a personal recommendation, offer or solicitation to buy or sell the financial instruments mentioned herein. The document is confidential and is made available by Hauck & Aufhäuser Privatbankiers AG, exclusively to selected recipients [in DE, GB, FR, CH, US, UK, Scandinavia, and Benelux or, in individual cases, also in other countries]. A distribution to private investors in the sense of the German Securities Trading Act (WpHG) is excluded. It is not allowed to pass the research report on to persons other than the intended recipient without the permission of Hauck & Aufhäuser Privatbankiers AG. Reproduction of this document, in whole or in part, is not permitted without prior permission Hauck & Aufhäuser Privatbankiers AG. All rights reserved.  Under no circumstances shall Hauck & Aufhäuser Privatbankiers AG, any of its employees involved in the preparation, have any liability for possible errors or incompleteness of the information included in this research report – neither in relation to indirect or direct nor consequential damages. Liability for damages arising either directly or as a consequence of the use of information, opinions and estimates is also excluded.  Past performance of a financial instrument is not necessarily indicative of future performance.  2. Responsibilities This research report was prepared by the research analyst named on the front page (the ʺProducerʺ). The Producer is solely responsible for the views and estimates expressed in this report. The report has been prepared independently.  The content of the research report was not influenced by the issuer of the analysed financial instrument at any time. It may be possible that parts of the research report were handed out to the issuer for information purposes prior to the publication without any major amendments being made thereafter.  3. Organisational Requirements Hauck & Aufhäuser Privatbankiers AG took internal organisational and regulative precautions to avoid or accordingly disclose possible conflicts of interest in connection with the preparation and distribution of the research report. All members of Hauck & Aufhäuser Privatbankiers AG involved in the preparation of the research report are subject to internal compliance regulations. No part of the Producer’s compensation is directly or indirectly related to the preparation of this financial analysis. In case a research analyst or a closely related person is confronted with a conflict of interest, the research analyst is restricted from covering this company.  4. Information Concerning the Methods of Valuation/Update The determination of the fair value per share, i.e. the price target, and the resultant rating is done on the basis of the adjusted free cash flow (adj. FCF) method and on the basis of the discounted cash flow – DCF model. Furthermore, a peer group comparison is made.  The adj. FCF method is based on the assumption that investors purchase assets only at a price (enterprise value) at which the operating cash flow return after taxes on this investment exceeds their opportunity costs in the form of a hurdle rate of 7.5%. The operating cash flow is calculated as EBITDA less maintenance capex and taxes.  Within the framework of the DCF approach, the future free cash flows are calculated initially on the basis of a fictitious capital structure of 100% equity, i.e. interest and repayments on debt capital are not factored in initially. The adjustment towards the actual capital structure is done by discounting the calculated free cash flows with the weighted average cost of capital (WACC), which takes into account both the cost of equity capital and the cost of debt. After discounting, the calculated total enterprise value is reduced by the interest-bearing debt capital in order to arrive at the equity value.  Hauck & Aufhäuser Privatbankiers AG uses the following three-step rating system for the analysed companies:  Buy: Sustainable upside potential of more than 10% within 12 months Sell: Sustainable downside potential of more than 10% within 12 months. Hold: Upside/downside potential is limited. No immediate catalyst visible.  NB: The ratings of Hauck & Aufhäuser Privatbankiers AG are not based on a performance that is expected to be “relative“ to the market.    The decision on the choice of the financial instruments analysed in this document was solely made by Hauck & Aufhäuser Privatbankiers AG.  The opinions and estimates in this research report are subject to change without notice. It is within the discretion of Hauck & Aufhäuser Privatbankiers AG whether and when it publishes an update to this research report, but in general updates are created on a regular basis, after 6 months at the latest. A sensitivity analysis is included and published in company’s initial studies.  5. Major Sources of Information Part of the information required for this research report was made available by the issuer of the financial instrument. Furthermore, this report is based on publicly available sources (such as, for example, Bloomberg, Reuters, VWD-Trader and the relevant daily press) believed to be reliable. Hauck & Aufhäuser Privatbankiers AG has checked the information for plausibility but not for accuracy or completeness.  6. Competent Supervisory Authority Hauck & Aufhäuser Privatbankiers AG are under supervision of the BaFin – German Federal Financial Supervisory Authority Bundesanstalt für Finanzdienstleistungsaufsicht), Graurheindorfer Straße 108, 53117 Bonn and Marie-Curie-Straße 24 – 28, 60439 Frankfurt a.M.    This document is distributed in the UK under a MiFID EEA branch passport and in compliance with the applicable FCA requirements.  7. Specific Comments for Recipients Outside of Germany This research report is subject to the law of the Federal Republic of Germany. The distribution of this information to other states in particular to the USA, Canada, Australia and Japan may be restricted or prohibited by the laws applicable within this state.  8. Miscellaneous According to Article 4(1) No. i of the delegated regulation 2016/958 supplementing regulation 596/2014 of the European Parliament, further information regarding investment recommendations of the last 12 months are published under: https://www.hauck-aufhaeuser.de/page/UVV_InstitutResearch  
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