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New healthcare products activity unlocks
unforeseen organic growth potential

Earnings/sales releases - 29/04/2020

Chargeurs’ Q1 revenues showed a subdued impact in the context of the
global crisis brought by the COVID-19 outbreak. More importantly,
Chargeurs’ quick-witted move into the development of a new activity,
consisting on the production and sale of healthcare products (including
masks, scrubs, protective gloves), will not only allow the group to affront
the ongoing sanitary and economic crisis, but has opened up an
unexpected new avenue for expansion, this time with unequivocal organic
growth ambitions.

m Fact

Q1 group revenues decreased 4.7% Ifl / -2.3% reported, a better than expected
performance against the COVID-19 crisis. This was partly driven by the resilience
of the Protective Films division, which registered growth of +1.6% Ifl / +2.5%
reported, driven by a recovery in orders from customers in Asia following a
challenging 2019. Moreover, the development of a new business focused on the
production and sale of healthcare products is expected to offset the negative
impact of the COVID-19 outbreak on the group’s traditional activities.

The strong demand in response to the offering under the ‘Lainiére Santé’ banner
is reflected in a short-term order book of c.€250-300m. Hence, allowing
Chargeurs to maintain its guidance, which includes an expected €750m in
revenues in FY2020, and to reach the €1bn revenue milestone by end-2021, as
scheduled.

Revenue break-down by division

First quarter Change 20/19

In euro millions m 2019 Reported Like-for-like*
Protective Films 70.9 69.2 +2.5% +1.6%
Fashion Technologies 45.2 53.0 -14.7% -14.5%
Luxury Materials 30.1 30.8 -2.6% -1.6%
Museum Solutions 11.3 8.1 +39.5% -6.2%
Chargeurs 157.5 161.2 -2.3% -4.7%

* Based on a comparable scope of consolidation and at constant exchange rates

Source: Company reports

B Analysis

Resilience of Protective Films in Q1

One of the positive surprises coming from this Q1 release was the return to
organic growth of Chargeurs’ breadwinner, seemingly undeterred by the
challenging circumstances brought about by the Coronavirus outbreak. A strong
start to the year, boosted by a recovery in orders from Asian customers and the
increased capacity from the new-fangled Italian production line, offset the hit on
demand that became clearer in the last weeks of March.

As many of CPF's customers were pushed to close up shop in response to
government-enforced lockdowns, the order books have slightly eroded by the end
of April. Which, nonetheless, stand flattish year-on-year. The company expects
the slowdown in activity brought by COVID-19 to be prolonged to March 2021 to a
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Stoxx 600 (net return) Chargeurs
PERF 1w im 3m 12m
Chargeurs 155% 93.7% 1.82% -0.91%
Other financials 417%  9.01% -16.2% -3.06%
STOXX 600 517% 9.71% -183% -12.8%

Last updated: 17/04/2020 12/19A | 12/20E 12/21E 12/22E

Adjusted P/E (x) 275 221 124 116
Dividend yield (%) 414 475 503 531
EV/EBITDA(R) (X) 932 101 681 652
Adjusted EPS (€) 0.66 081 144 155
Growth in EPS (%) -42.6 228 717 744
Dividend (€) 0.75 0.85 090 0.95
Sales (EM) 626 643 887 974
Underlying operat. profit

6.61 6.35 8.43 8.84
ma...

Attributable net profit (EM) 151 203 395 424
ROE (after tax) (%) 642 693 107 104
Gearing (%) 51.9 388 388 477
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certain extent. However, the group’s geographic diversification should allow it to
exploit growth opportunities once the market recovery is set in motion.

PCC Fashion Technologies, the hardest hit

Pulled down by the negative dynamic surrounding the luxury and fashion sectors,
the division posted the biggest revenue decline of 14.5% Ifl. The activity was
disrupted particularly in France and ltaly during March. The short-term outlook
remains quite negative, with management expecting a 75% sales decline in April, -
50% in May, -25% in June and a flattish trend through 2020.

In response, Chargeurs has started to shuffle some production capacity towards
the manufacturing of healthcare and sanitary products for the new activity. This
agile reorientation will allow the group to meet the surging demand for the new
products and utilise the otherwise idle capacity as the fashion and luxury markets
remain under pressure.

Incorporation of acquisitions lift Museum Solutions

The division posted a +39.5% sales increase on the back of the integration of the
most recent acquisition, D&P. However, the industrial component (Senfa
Technologies) was significantly affected by the Coronavirus outbreak, as reflected
by CMS’ 6.2% Ifl sales decline in Q1. While Chargeurs does not consider that the
ongoing crisis will fundamentally affect the demand for museum services, the
activity is bound to be slowed down in the aftermath of the COVID-19 outbreak.

Lainiére Santé ushers in a new growth paradigm for Chargeurs

The most surprising outcome from this quarter, was the de facto creation of
Chargeurs’ fifth division, developed in response to the surging demand for high
quality healthcare products, in both the B2B and B2C channels. The sanitary
crisis prompted by COVID-19 has opened up a new growth opportunity for
Chargeurs, allowing it to put to use its expertise and production capacity in
technical textiles and protective films, currently its two largest divisions.

Chargeurs’ agility in seizing this opportunity wouldn't have been possible if it
weren't for significant investments made in the framework of its Game Changers
strategic plan. The reorientation of commercial teams, shift in production capacity
and coordination of logistics required for the development of this project puts in
evidence the work carried out by management over the past few years, in the
conception of the new Chargeurs.

Not only will Lainiere Santé fully offset the expected revenue contraction from the
company’s traditional activities, it also introduces a completely new expansion
avenue for the group. This time cemented on organic growth instead of bolt-on
acquisitions. The benefits from this shift will be reflected in a lesser capital
intensity and would set aside the need for further financing or an eventual capital
increase, as we had previously included in our estimates. The confirmed 2020
and 2021 guidance reassure us of the fact that Chargeurs, in spite of the current
economic and sanitary crisis, is well on its way to reaching the €1bn sales
milestone. Unexpectedly, and defying our initial assumptions, this expansion will
be organic growth-led.

W Impact

Our current estimates stand on a 2.7% sales growth in FY2020. Based on
indications given by management, at this time, the COVID-19 impact on the
group’s traditional activities would be more severe than our current estimates.
However, our top-line forecasts do not integrate the significant revenue
contribution from the new fifth division (c.€250-300m). Hence, these will have to
be revised upwards in line with the confirmed guidance.



The apparent shift in the business model brought by Chargeurs’ response to the
Coronavirus crisis, which is based on a more organic-growth-led expansion
instead of the pursuit of acquired growth, has deep implications on our
assumptions in terms of investments, capex, and funding needs. As a result, we
will revise these assumptions which are expected to have a clear positive effect on
the group’s valuation. It appears that COVID-19 has made the case for Chargeurs
even more compelling.



Sales by Geography Valuation Summary

B Curope (42.0%) Benchmarks Value  Weight Largest comparables
B Americas (30.0%) NAV/SOTP per share €26.6 55% « Ackermans & van H...
H Asia (25.0%) .
= C?ILE;;?;IDJC: Dividend Yield €29.1 20% Wacker Chemie
' DCF €338 10%  *AkzoNobel
Solvay
PIE €204 10%  Bolloré
P/Book €141 5% GBL
TARGET PRICE €26.6 100% s Sonae
Hal Trust
NAV/SOTP Calculation
Consolidated P&L Accounts 12/19A | 12/20E 12/21E Balance Sheet 12/19A | 12/20E 12/21E
Sales €M 626 643 887 Goodwill €M 136 182 228
Change in sales % 9.23 2.73 37.8 Total intangible €M 173 220 266
Change in staff costs % 7.15 28.5 32.7 Tangible fixed assets €M 87.3 110 134
EBITDA €M 60.0 60.6 97.2 Financial fixed assets €M 12.6 20.0 25.0
EBITDA(R) margin % 9.58 9.42 11.0 WCR €M 48.5 60.0 60.0
Depreciation €M -18.6 -19.7 -22.5 Other assets €M 31.6 32.0 35.0
Underlying operating profit €M 38.9 37.4 69.7 Total assets (net of short term liab.) €M 386 480 562
Operating profit (EBIT) €M 31.9 30.4 61.7 Ordinary shareholders' equity €M 232 354 387
Net financial expense €M -11.5 -12.8 -16.8 Quasi Equity & Preferred €M
of which related to pensions €M -0.30 -0.14 -0.21 Minority interests €M 0.00 0.00 0.00
Exceptional items & other €M Provisions for pensions €M 18.3 16.2 16.5
Corporate tax €M -4.92 2.23 -5.98 Other provisions for risks and liabilities €M 0.40 0.50 0.50
Equity associates €M -0.40 0.50 0.50 Total provisions for risks and liabilities €M 18.7 16.7 17.0
Minority interests €M 0.00 0.00 0.00 Tax liabilities €M -27.7 -30.0 -30.0
Adjusted attributable net profit €M 15.1 20.3 39.5 Other liabilities €M 13.4 13.4 13.4
NOPAT €M 27.0 26.8 49.5 Net debt (cash) €M 149 126 174
Cashflow Statement Total liab. and shareholders' equity €M 386 480 562
EBITDA M 60.0 606 972 Capital Employed
Change in WCR €M -13.3 -11.5 0.00 Capital employed after depreciation €M 322 411 485
Actual div. received from equity holdi... €M 0.00 0.00 0.00 Profits & Risks Ratios
Paid taxes €M -3.30 2.23 -5.98
ROE (after tax) % 6.42 6.93 10.7
Exceptional items €M
ROCE % 8.41 6.52 10.2
Other operating cash flows €M -8.10 -8.00 -8.00 .
Gearing (at book value) % 51.9 38.8 38.8
Total operating cash flows €M 35.3 43.3 83.2 .
Adj. Net debt/EBITDA(R) X 2.48 2.08 1.79
Capital expenditure €M -25.3 -17.0 -18.0
Interest cover (x) X 3.47 2.95 4.20
Total investment flows €M -34.7 -87.0 -88.0 . .
Net interest expense €M -11.5 -12.8 -16.8 Valuation Ratios
Dividends (parent company) &M -8.60 -17.6 242 Reference P/E (benchmark) X 27.5 22.1 12.4
Dividends to minorities interests €M 0.00 0.00 0.00 Free cash flow yield % -0.36 2.75 9.88
New shareholders' equity €M -9.80 100 0.00 P/Book X 1.77 1.39 1.27
Total financial flows M -15.2 55.9  -50.5 Dividend yield % 4.14 4.75 5.03
Change in cash position €M -16.1 12.2 -55.3 EV Calculation
Free cash flow (pre div.) €M -1.50 135 48.4 Market cap M 411 491 490
Per Share Data + Provisions €M 18.7 16.7 17.0
No. of shares net of treas. stock (year... ~ Mio 22.7 274 274 + Unrecognised acturial losses/(gains) €M 0.00 0.00 0.00
Number of diluted shares (average) Mio 22.8 251 274 + Net debt at year end €M 149 126 174
Benchmark EPS 0.66 0.81 1.44 + Leases debt equivalent €M 0.00 0.00 0.00
Restated NAV per share - Financial fixed assets (fair value) €M 19.3 19.3 19.3
Net dividend per share 0.75 0.85 0.90 + Minority interests (fair value) €M 0.00 0.00 0.00
=EV €M 559 614 662
EV/EBITDA(R) X 9.32 10.1 6.81
EV/Sales X 0.89 0.95 0.75

Analyst : Jorge Velandia, Changes to Forecasts : 17/04/2020.
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