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BUSINESS OVERVIEW

GVS is a family-controlled company operating in the field of filter solutions: headquartered in Italy, it has
a large network of industrial sites and commercial offices worldwide. GVS specializes in the research and
manufacture of high-performance filtration solutions for crucial applications in the healthcare, safety,
energy, and transportation sectors. The company's commitment to innovation, sustainability, and customer
satisfaction has made it a valued partner for enterprises throughout the world.

INVESTMENT SUMMARY

We are initiating coverage of GVS S.p.A. with a SELL recommendation and a target price of €2.65,
representing a 53% downside from current price. We believe that GVS is overvalued by the market.
Although the company has a strong track record of growth, the increasing operating costs (which account
for approximately 75% of revenue) and the existence of strong competitors with multiple business units in
addition to the filtration sector pose a strong challenge to current valuation. We believe that GVS S.p.A
will not be able to generate a reasonable growth in the medium- to long-term. Our valuation used the
Discounted Cash Flow model (confirmed by What-if analysis) and is based upon GVS’s adjacent margins,
historical data and adjacent acquisitions.

While we acknowledge the company's potential for long-term growth, our investment horizon makes it
difficult to fully capture this value within a 3-5 year timeframe. Therefore, we have determined that the
current share price reflects the company's near-term prospects and have decided to sell our shares.

ECONOMIC MOAT

GVS’ organizational structure is characterized by strong IS Grades | Comment
synergies among its divisions, driven by similar
approval processes, common production technologies, Business quality A GVS is a well-organized company and
and high-quality standards. The fully integrated system, mmﬂwﬁmh
. . . and development line allows GVS to be
organized in five phases, enables end-to-end control of mmm?mmag ¢
the production chain. Key elements contributing to i%m'-n‘m" :
GVS’s- leadership. include a unique global platfo.rrn Industry prospects B ?“”“*‘Efﬂm:?sm‘mr
ensuring consistency, monthly plant-specific huge investments
benchmarking reports, adoption of best practices like ©Ownership B e e
7 . . . structure founding family and the presence of
ero-PPM in Energy & Healthcare, rigorous quality insttiianal investors whe Rold theee
controls with swift corrective actions, and management ms"“m'”“""'"”‘wm
i i i i ! i GVS to be overvalued by the
|ncent|\{es tied to defined KPls. T.he compan.ys Valuation C ﬂﬁﬂ;;mﬂmhﬁ.m
emphasis on key process control, real-time production fht:dgﬂmomﬂwmeshﬂﬁ
monitoring, and ERP systems designed on standard Risks B i el ol
languages fosters collaboration with both internal and B

external professionals, solidifying its position in the Figure 1
sector. Source: Team Consensus Page 1 G\VE
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BUSINESS DESCRIPTION : i,

B
GVS, a family controlled organization in filtration systems, is renowned for A} ‘:J
its high-performance solutions in healthcare, safety, energy, and mobility. M &A

Its commitment to innovation, sustainability, and customer satisfaction has

made it a trusted partner worldwide. In a market dominated by a few big s"_tItL::EUNE

players, GVS has carved out its own niche, by consistently going above and Hasotronis | 2021

beyond industry standards.

With 19 production units and 29 commercial offices globally, they’re able [ 2021 ¢ b

to offer local support and custom solutions to their B2B customers. They [}

offer a wide range of products, each designed to meet the unique needs of |4 Graphic

different sectors, like sterile filters for healthcare, respiratory protection Wb, 10 o)
equipment for hazardous environments, or air and fuel filters for the Puerto Rico

energy and mobility industry. Their growth got a major boost in 2020 when V017 @ russrasaiias

they went public. This gave them the financial muscle to expand their
product Llines, break into new markets, and develop cutting-edge
technologies. Today, they’re using this strength to solidify their position as segre 2016
a global leader in filtration solutions. With a continued focus on
innovation, sustainability, and global reach, GVS is all set to keep shaping
the future of filtration solutions, protecting people, equipment, and the 201595

| Star Flyer
environment for years to come. |
GVS has been involved in a number of additional mergers and acquisitions, ::pmNM-BU I
which have had a significant impact on its financial performance and _ nemi;_':g 2012 .
strategy. GVS's M&A initiatives (Figure 2), which include the acquisitions TR I
of Haemotronic, STT, Goodman Brands, Abretec Group, and RPB Safety, 2011 ¢ chanchung B

have helped to increase revenue and diversify its portfolio. The recent deal
for Shanghai Transfusion and Suzhou Transfusion, as well as the relocation

ma Mdeical
of its Suzhou manufacturing plant, highlight GVS's strategic emphasizing & Pucis § o g
new markets and strengthening it’s position in the oligopoly to diverse e

markets across the globe. BEiBure 2 !,
ISourcer, "S:’_Website

BUSINESS SEGMENTS o
GVS operates across three main service lines (Figure3), with Healthcare and -
Life sciences contributing 67% of revenues. Within this segment, GVS
focuses on solutions for healthcare liquids, healthcare and laboratory air
and gases, presenting a versatile product portfolio ranging from drug
infusion to microbiology. In Healthcare Liquid, GVS is known to excel in
infusion, transfusion and dialysis. In the air and gas sector in the
healthcare sector, GVS can boast a broad product portfolio in the field of
filtration and humidification. GVS also has a Laboratory division which
aims to offer a wide range of products, from membranes to filtration
solutions.

The Energy and Mobility service line, which contributes 16% to GVS's
turnover, addresses critical issues such as pollution, electrification and the
use of hydrogen. Divided into the Powertrain & Drivetrain, Safety &
Electronics and Sports & Utility sub-areas, GVS provides flexible solutions,
including fuel system filters and products for applications from racing [§*
tractors to marine uses.

Within Health and Safety, which represents the remaining 17% of GVS's
sales, two sub-areas address the personal safety and aviation safety g
markets. In the personal safety sector, GVS is a major supplier of reusable § =
masks and has entered the air purifying respirator segment through the
acquisition of RBP. In the aviation safety industry, GVS is leveraging a

broad and innovative product portfolio to
GV¥YSPage 2
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meet customer demands for lower energy costs and longer life of filtration
solutions, with a focus on internationalization, particularly in the US.
GVS's strategic alignment, commitment to quality control and adherence to
best practices position it as a leader in providing complete filtration
solutions tailored to evolving market demands.

INDUSTRY OVERVIEW

The industrial filtration market is projected to grow at a CAGR of 6%
(Figure 4) from 2022 to 2029, surpassing USD 50 billion by 2029
compared to USD 29.5 billion in 2020 (Figure 5). This progress is also
stimulated by the growing need for clean energy, pure water, safe food
and advanced healthcare services, these needs therefore push companies
in the sector and large institutional and non-institutional investors to bet
on further growth of this sector. Other advancing factors include
urbanization and the expansion of public services, which will inevitably
contribute to the demand for more advanced filtration solutions. A
significant contribution is also made by the healthcare sector, driven by
advances in life sciences and the increasing adoption of filtration
technologies in medical diagnostics and research.

The growing awareness of the role of health among Millennials has also
forced many companies in different sectors to invest to support the
increase in demand for organic foods, supporting the use of filtration
processes also in the food industries. However, a key challenge, which
inevitably represents also a great opportunity for the entire industry, is
the energy sector. In fact, the high energy consumption in filtration
processes is pushing more and more companies to require increasingly

kY

| CAGR market forecast |

E@ﬂ 6. 0%

'

,d‘l fe ExaCtltude,gHs ancy

Market Size

2029 - 50.37 Billion

2022 -
2021 -

2020 - , innovative and efficient filtration systems that require less energy, so that
Figure 5 el I the profit potential of the latter is not damaged by the production process
Source: Exactitude Consultancy i itself. Digitalization therefore represents an opportunity, allowing real-

time monitoring of industrial filters and optimizing their maintenance.
The growth of Industry 4.0 contributes to the digitalization of processes,
improving operational efficiency and real-time data collection. COVID-19
has had a significant impact on the global economy, and this industry in
particular has evidenced how important the issues of prevention and -
above all - of air filtration systems are for air quality. It is no coincidence
that in the post-COVID-19 era many companies have decided to avail or
strengthen their presence in markets that have air quality issues and
severe medical shortages, such as the Asian market. The global industrial
filtration market is divided by regions, with North America, Asia-Pacific
(APAC), Europe, South America, and the Middle East & Africa (MEA) and
and obviously also Oceania (with Australia and New Zealand) being the
main areas.
Over the forecast period, North America is expected to maintain a
Jigure 6 \ dominant position (Figure 6), with a CAGR of 5.2%. This is attributable to
Sotrce:|Exactitude Consultancy . . . . . .
increasing investment in the manufacturing sector to reduce particulate
emissions and strict air pollution regulations. Asia-Pacific is expected to
hold a significant share of the market due to the presence of major
electronics industries, with China contributing significantly due to its
production of electrical devices and semiconductors. Precisely because it
is plausible to see the Asian market as a great opportunity, GVS has
launched several acquisition operations with the aim of penetrating the
market in the Far East. The presence on the Asian continent is already
quite marked by the Bolognese company as it already has 3 factories in
China and at least one production plant in India, Japan, Korea, Thailand

and Malaysia. All these countries share remarkable annual Page 3 \/
G\./S



economic growth rates, therefore representing ,...
investment opportunities for these companies,

which see in these countries that have started

very important industrial growth processes,

easily achievable market shares as they are all , e
affected by the same problems (air cleanliness, : w'
health safety at work due to the inhalation of : ' 1

toxic substances, etc.). However, a particular Wi

mention must be made of China, as GVS and

many  other  foreign companies have

encountered many difficulties in entering this

market, given various complications, above all

we can identify at least two: high
competitiveness in terms of costs, the strong o
presence of the central government to

manipulate and establish market shares, and FACTSET

Figure 7

the high level of corruption. For these reasons, the US market continues to represent a great certainty in
terms of productivity and growth, in fact GVS has 5 production plants in overseas territories alone.
Population growth, industrialization, and environmental concerns will drive the adoption of advanced
filtration systems. Europe, with a projected CAGR of 5.4%, experiences a significant growth, mainly driven
by the growing food, beverage and pharmaceutical industries. The presence of established producers and
an emphasis on innovation will contribute to growth in the region. In the South America region, moderate
growth is expected as a result of the gradual improvement in the economic and political situation. The
promotion of industrial filtration by governmental and non-governmental organizations will contribute to
growth. In summary, the global industrial filtration market is influenced by specific regional dynamics,

with unique opportunities and challenges in each area.

COMPETITIVE POSITIONING

Potential competitors
Sartorius: Sartorius stands out in the market with a primary engagement
in the realm of medical supplies. The company's core operations revolve
around the provision of medical equipment and supplies, showcasing a
dedicated commitment to the healthcare industry.

Overlap with GVS: The overlap between Sartorius and GVS is limited,
primarily owing to the stark differences in their business focuses. While
Sartorius concentrates on the intricate domain of medical supplies, GVS
specializes in air and liquid filtration solutions across diverse industries.
The divergent nature of their primary focuses minimizes direct
competition and positions them in distinct segments of the broader
market.

Parker Hannifin: Parker Hannifin emerges as a versatile player in the
industry, boasting a diversified business portfolio encompassing motion
and control technologies. The company extends its influence beyond
filtration to various sectors within the broader industrial landscape.
Overlap with GVS: Although there is an overlap in the filtration sector
between Parker Hannifin and GVS, the former's expansive reach into
motion and control technologies differentiates its overall business focus.
Parker Hannifin's involvement in a broader spectrum of industrial
solutions positions it as a multifaceted competitor, engaging with a
diverse array of technologies.

Sulzer: Sulzer carves its niche in the market through a specialized focus
on fluid engineering, particularly in the provision of pumps and services
for rotating equipment. The company's expertise lies in the intricate
dynamics of fluid systems.

Other Competitors by Section
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Overlap with GVS: The overlap between Sulzer and GVS is limited, driven
by Sulzer's emphasis on fluid engineering rather than specialized
filtration. Sulzer's core competencies in fluid dynamics and rotating
equipment underscore its unique positioning within the industry, creating
a distinct market presence.

Donaldson Corporation: specializes in filtration solutions for various
industries, while GVS focuses on air and liquid filtration across diverse
sectors. Donaldson's commitment Llies in providing comprehensive
filtration solutions, whereas GVS concentrates on a broader range of
filtration applications.

Overlap with GVS: The overlap between Donaldson Corporation and GVS is
limited due to the stark differences in their business focuses. Donaldson's
primary engagement is in offering comprehensive filtration solutions for
industries, while GVS specializes in air and liquid filtration across various
sectors. This divergence in their primary focuses minimizes direct
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— 7
205 | GVS' PERFORMANCE VS. ITS COMPETITORS
2022 [ In the contemporary financial landscape, a meticulous examination of key
[ performance indicators (KPIs) is imperative for stakeholders, investors,
2021 . . . . . . . .
I e — and financial analysts seeking to make informed decisions. This academic
2000 e paper delves into a comprehensive analysis of the financial performance
 — metrics of five distinguished companies - Sartorius, Parker Hannifin,
2019 - .
. Sulzer, Donaldson, and GVS. The study spans five years, from 2019 to
GO0 £005K . SO 2023, with a focus on critical indicators including Return on Invested
mew ponaicson Capital (ROIC), Earnings Before Interest and Taxes (EBIT) Margin, Gross
Sulzer ® Parker Hannifin

Margin, and Return on Equity (ROE).

Return on Invested Capital (Figure9): ROIC serves as a linchpin in
evaluating a company's efficiency in capital deployment. Sartorius
exhibits a consistent upward trend until 2022, with a marginal decrease
in 2023. Parker Hannifin's performance is characterized by marked
fluctuations, notably recovering from a substantial downturn in 2020.
Sulzer, while showcasing an exceptional surge in 2021, experiences a
sharp decline in 2022. Donaldson demonstrates substantial growth from
2019 to 2022, followed by a modest contraction in 2023. GVS displays
notable fluctuations, achieving a zenith in 2019 and a nadir in 2023.
Earnings Before Interest and Taxes Margin (Figure 10): The EBIT Margin, a
barometer of operational profitability, undergoes meticulous scrutiny.
Sartorius reveals fluctuations but consistently maintains a robust EBIT
Margin. Parker Hannifin demonstrates a steady increase over the
observation period. Sulzer showcases a consistent ascent in EBIT Margin.
Donaldson maintains stability in EBIT Margin, signaling resilience in
operational profitability. GVS, after a significant surge in 2020,
experiences a subsequent decrease.

Gross Margin (Figure 11): Gross Margin, reflective of profitability at the
production level, is scrutinized. Sartorius sustains a relatively stable
Gross Margin. Parker Hannifin, despite fluctuations, records an overall
increase. Sulzer demonstrates moderate fluctuations, maintaining a
respectable Gross Margin. Donaldson remains stable in Gross Margin. GVS,
however, registers a decline from 2019 to 2023.

Return on Equity (Figure 12): ROE, a pivotal metric gauging profitability
relative to shareholders’ equity, undergoes a meticulous examination.

W Sartorius
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® Parker Hannifin

Figure 11 Source: Factset
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fluctuations but sustains a relatively high ROE. GVS experiences
fluctuations, reaching a peak in 2019 and subsequently decreasing in 2023.
Conclusion: This comprehensive analysis provides stakeholders, investors,
and financial analysts with nuanced insights into the financial dynamics of
the scrutinized companies. The discerning examination of ROIC, EBIT
Margin, Gross Margin, and ROE equips decision-makers with a robust
understanding of each company's financial prowess. These insights,
invaluable for strategic decision-making and future projections, contribute
to a more informed and nuanced perspective on the financial standing of
Sartorius, Parker Hannifin, Sulzer, Donaldson, and GVS.

ESG
ENVIRONMENT

Operating in the industrial filtration market, GVS did a good job
maintaining the GHG emission in 2021 by 1% difference from the previous
year (Figure 13), and a strong increase in renewable energy sources, 123%
compared to the year before. What may be worrying is the fact that even
though the company had deducted working hours by 14%, at the same time
the total waste weight increased by 22% (Figure 15). This left some room
for improvement in 2022, where with an increase of 20% in working hours,
the total waste was only 6% more than in 2021. We should mention that a
huge amount of the waste is non-hazardous, circling around 85% of the
waste in the past years. With a boost in hours worked in 2022, in need of
energy resources, GVS seems to rely more on “ready to use” ones, which
are non-renewable (Figure 14). By year 2022, non-renewable resources
experienced an intense growth of almost 40%. This can be the cause of the
huge amount of natural gas released during this year, which impacts global
warming. Regardless of all these changes and struggles, GVS seems to
have a pretty good ESG risk rating score of 11.4 according to Morningstar
sustainalytics, being 1 the lowest (Appendix 1). Also, the Group is ranked
8/631 in healthcare industry, and 570/15941 in global spectrum, which
means that GVS actually is among top performing companies in relation to
ESG

SOCIAL

Being aware of the important role that a company can play in the society,
GVS supports various activities to promote inclusive projects with a focus
on people with disabilities, children, but not only. The organizations
supported by GVS also operate in the scientific research field, and quality
of medical care improvement. Some of the organizations we can mention
are: “Save the Children”, “Fondazione Il Bene”, “Fondazione Rizzoli
Bologna' etc. The company also strongly supports local suppliers, with
around 70% of total spending on suppliers being local. Within the
company itself, it also aims for a diverse workforce composition among its
almost 5.000 employees, currently employing a majority of women (60%)
(Figure 16). This is also reflected in the board of directors’ composition,
with 4 women and 5 men, being mostly in the age range of 30-50 years
old. As for gender pay-gap, GVS tries to keep it under control through HR,
where in some cases, like GVS UK, it publishes an annual report on pay
gaps. Concretely, in 2022, the mean gender pay gap was reported to be
17.2%, which was slightly above the whole economy mean of 14.9% .
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LEAT

GOVERNANCE

Similarly to many other Italian SMEs, GVS is family founded and controlled,
with the largest shareholder being the Scagliarini and Valentini families.
More precisely, Massimo Scagliarini, CEO since 2003, holds 60% of the
shares, but 73.7% of the voting rights (Figure 18).

BoD: With a one-tier board, the board of directors is made of 9 members, 4
of which are independent and non-executive directors. This board is
diverse also in gender and age, where 4 of the members are women, and
the age varies from 30 years and above. Some changes in the board were
made during the year 2023: Alessandro Nasi, non-executive independent
director, was appointed as Chairman, replacing the former Chairman and
co-founder Grazie Valentini. The CFO role was also replaced, with Marco
Pacini taking the place of Mario Saccone. The former remained however
within the “circle”, being appointed as CFO of Wallaby Spa (also owned by
the family Valentini/Scagliarini families, and which acts as the group’s
investment manager in areas such as financial investments, real estate
operations, coordination of group companies, and provision of
administrative and financial services. Marco Scagliarini is the current CEO
of Wallaby. The current COO of GVS, Matteo Viola, is also the CEO of a new
acquisition in the US, and at the same time member of BoD. We can say
that the power and control in GVS is concentrated, maybe because it
recently went public, or because in general all family founded companies
are like that. Still, keeping separated the role of CEO and Chairman
reduces agency problems, and distributes the power slightly. The BoD has
not appointed yet an Executive Committee, but it appointed two
committees: the Appointments and Remuneration Committee, and the
Control, Sustainability and Risk Committee.

Remuneration: As for CEQ’s compensation, 35% of it is fixed , and the rest
is based on the company’s targets, 43% on TSI and 22% on LTIl annual
target 23-25, where TSI is the short-term variable incentive, and LTI 23-25
is the long-term variable incentive (Figure 17). The chairman has a totally
fixed compensation, while key managers and executive directors have
similar compensation structure. This remuneration plan was voted with
97% pro and 3% against.

FINANCIAL ANALYSIS

Revenues (Figure 19): In 2020, GVS Spa witnessed a remarkable 59.8%
revenue increase, reaching €363.3 million, driven by heightened demand
for pandemic-related products in the Health & Safety and Healthcare &
Life Science divisions. However, in 2021, sales declined to €343 million,
reflecting a -9% organic growth decrease, primarily due to a 37.3% drop in
Health and Safety sector revenues. Despite this, the division saw growth in
the last quarter of 2021, driven by the positive impact of the RPB business
acquisition. In 2022, GVS achieved a robust 15% revenue increase to €392
million, fueled by strategic acquisitions of Haemotronic and STT. The
Healthcare & Life Sciences division notably grew, with an 81.1% surge in
the Healthcare Liquid business to €75 million. As of September 30, 2023,
GVS reported total revenue of €388 million, a 14.5% increase from the first
nine months of 2022. The Healthcare & Life Sciences division witnessed
substantial growth, attributing 38.1% to the Healthcare Liquid business,
offsetting declines in the Healthcare Air & Gas and Laboratory sectors. The
Energy & Mobility division faced a 14.3% revenue decrease, while the

Health & Safety division experienced a positive trend with a 9.3% year-on-
year increase in turnover, fueled by sector dynamics and strategic goal
achievements. Page 7 GVS
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The cash-flow earnings of GVS have been on an upward trend since 2017.

The negative cash flow in the year 2017 was a result of capex of 112 Free Cash Flow :!' i
million attributed to KUSS acquisition (Figure 20). The dip in the year 2021 Margin 1
because of acquisitions activity carried out including the acquisition of ‘
RPB Group. To conclude GVS has a very strong position in terms of free 2022 |
cash flow indicating high liquidity for dealing with short term 2021 | ;

indebtedness and a guarantee for long term indebtedness.

Profitability margins (Figure 21): Profitability margins have been following
a similar trajectory as the revenue up until 2021 with the highest being in
2020 following a dip in 2021 owing to the surge in demand in 2020 due to
the pandemic and dip in 2021 due to fall in the business of professional
and disposable masks. The drop in 2022 was due to several reasons: delay
in applying the increase in sales price to offset the increase in production
costs relating to raw materials and energy; by normalization of
profitability linked to the lower sales attributable to COVID pandemic;
increase in the item amortization/depreciation attributable to the
acquisitions of RPB, STT and Haemotronic and for the remaining part
attributable to the acceleration of the investment plans implemented by
the Group over the last few years, in order to cope with the necessary
increase in production capacity.

CAPEX (Figure 23). GVS spends approximately 7% of its revenue on capital
expenditures with 5% spent on buying new assets and 2% on maintenance.
Filtration business is a highly capital intensive industry and the fact that
GVS spends only 7% of its income on CAPEX indicates that it grows mainly
via reinvestment in other companies and acquisitions owing to which even
the depreciation of the company grows at a stable rate. Dec 2017 stands
out in terms of CAPEX because of heavy cash outflow of Euro 111 million
to acquire KUSS group. The acquisition was closed on July 17th 2018.
GVS's consistent and substantial investments in capital expenditures
indicate a strategic foresight and a dedication to securing a competitive
advantage. By directing funds towards the acquisition, enhancement, or
maintenance of physical assets, GVS positions itself for long-term success.
This approach not only reflects confidence in the company's current
operations but also signals a proactive stance in adapting to industry
advancements and technological evolution.

Debt (Figure 24). The dynamic nature of GVS's debt profile reveals a
nuanced financial strategy that aligns with the company's broader
objectives. Fluctuations in debt levels suggest a thoughtful and deliberate
approach to capital structure management. Whether leveraging debt for
strategic initiatives or deleveraging during periods of financial strength,
GVS's debt decisions are integral to shaping its risk profile, optimizing
capital costs, and ensuring financial flexibility.

GVS has a positive liquidity from both short term (Figure 25) and long-term
(Figure 26) perspective. Current liabilities exceeded the current assets of
the company in the year 2022 owing to the increase in payables for
indirect taxes, payables to employees and to social security institutions
and advances received from customers owing to the acquisitions of STT
and Haemotronic The increase in other non-current Lliabilities at 31
December 2022 mainly refers to deferred tax liabilities recognized
following the purchase price allocation relating to the acquisitions of STT
and Haemotronic.

From a long term perspective the company is a good financial health. Also
it is important to consider that since GVS uses debt to mainly to finance its
acquisitions it is convenient to consider that assets from these acquisitions ) . .
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Debt shall provide a synergy benefits coming from the combined company in
terms of increased revenue , reduced costs , improved operational
efficiency etc., which shall be higher than the price of acquisition paid.
Cash Flow Allocation (Figure 27):

202 [ Operating Activities: GVS's ability to consistently generate positive cash
flow from operating activities is the lifeblood of its business. This
positive cash flow not only supports day-to-day operations but also
provides a solid foundation for the pursuit of strategic objectives. It
signifies operational efficiency, customer demand, and effective
1 management of working capital.
2018 [N Investing Activities: The negative values in investing activities underscore
GVS's commitment to future growth and innovation. These investments
0.000  200.000 400.000  600.000 could encompass a spectrum of initiatives, including research and
file 248 0lirce: Fagteet, GVS*Annualrebort development, acquisitions, or capital projects. By willingly allocating
Short-Term Financial resources to these endeavors, GVS positions itself as a forward-thinking
', Position M organization, willing to invest in its own evolution and market
i leadership.
Financing Activities: GVS's engagement in financing activities, with both
positive and negative values, reveals a company strategically managing
its capital. Positive values may stem from successful capital raises or
equity transactions, indicating investor confidence and support for GVS's
initiatives. Negative values may arise from deliberate debt repayments,
showcasing a focus on optimizing the capital structure and reducing
|| financial risk.

“e we ws we B VALUATION

B Total Current Liabilities ® Total Current Assets

Figi25'SoUTcexsFactset, GVS. Annlalirepor
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We issue a SELL recommendation on GVS S.p.A with a 12-month target
: : price of €2.65, representing a 53.10% downside from its 12/28/2022
Long-Term Financial . . . . : .
Position I €5.65 closing price (Figure 28, Appendix 11). Our recommendation is
based on a Free Cash Flow to the Firm (FCFF) Discounted Cash Flow (DCF)

0 | — g model incorporating GVS’s historical data continued acquisitions, and
2022 | — expanding margins. We then run our FCFF DCF model through scenario
20 | and sensitivity analysis to assess the input variability impact on the
o | implied price.
—— Component Rate Methodology
Risk-free rate 3.23% Current rate of a five year Italian T-bond rate
018 [ Equity risk premium  7.81% Excess return of the Moody rating over the Italian T-bond rate
o Beta 0.66 Raw beta for a 90-day period
Cost of equity 9.44% Calculated using Capital Asset Pricing Model (CAPM)
U Pre-tax cost of debt  5.62% Sum of the risk-free rate and adjusted default spread
it Bl il Tax rate 24% Current effective tax rate in third quarter of GVS
Fig.26 Source: Factset, GVS’ Annual report After-tax cost of debt  4.27%
. WACC 8.35% Calculated using 0.265x D/E ratio
Cash Flow allocation Figure 28  Source: Team Consensus
N SENSITIVITY ANALYSIS
The sensitivity analysis evaluates the impact of varying key financial
Lors ] -

parameters on the share price of a company (Appendix 13). Ranging from
2020 changes in the Weighted Average Cost of Capital (WACC) and explicit
growth rates to fluctuations in Capital Expenditure (CAPEX) and the Cost

2019
of Goods Sold (COGS), it is clear to see the adjustments in share prices.
2013l = Generally, higher WACC and lower growth rates are associated with
200 0 200 400 £ reduced share prices, emphasizing the importance of managing financial

costs and fostering growth. Additionally, the analysis underscores the
m Cash Flow Allocation Investing ' significance of optimizing CAPEX and COGS, as fluctuations in these
= = Cash Flow Allocation Financing = variables demonstrate notable effects on share prices.
- Pase ) GYS
]

W Cash Flow Allocation Opetating

D7ISOUTCE -ACISERG S SANTIA 0T




INVESTMENT RISKS

Supply chain disruption: GVS relies on a complex supply chain system to
manufacture and distribute its products. Disruptions in the supply chain
can lead to product shortages, increased costs, and lost sales. In recent
years, supply chain disruptions have happened as a consequence of
COVID-19 pandemic, the war in Ukraine, and the ongoing global shortage
of semiconductors. These disruptions have caused the company to
experience delays in product shipments and increased costs.

Currency risks: GVS operates on a global level, and its operations are
exposed to fluctuations in exchange rates which could affect the
company's profitability (Figure 30). Direct impact on sales: GVS generates
revenues from sales in a variety of currencies. When the exchange rate
between the euro and another currency, such as the US dollar, changes, it
can affect the value of GVS Spa's sales in that currency. Indirect impact
on costs: GVS also purchases raw materials, components, and other inputs
from a variety of sources.

Interest Rate Risk: GVS relies on borrowed funds (debt) to finance its
operations and utilizes its surplus cash by investing in low-risk, short-
term financial instruments called money market instruments. Changes in
interest rates affect both the cost of borrowing (debt) and the potential
returns on these investments, ultimately impacting the company's overall
financial charges.

Since some of GVS's debt features variable interest rates, they are
exposed to the potential risks of fluctuating interest rates. To mitigate
this risk, the company actively manages its debt portfolio by utilizing
hedging instruments, aiming to minimize or even eliminate the impact of
interest rate changes on its bottom line.

Regulatory Challenges: The medical device and filtration industries are
highly regulated, and GVS must comply with a complex web of
regulations in order to bring its products to market. Changes to
regulations can be costly and time-consuming, and they can also make it
difficult for GVS to compete with its rivals.

Heavy Competition: The medical device and filtration industries are highly
competitive, and GVS faces competition from a number of other
companies, both domestic and international. GVS Spa operates in an
oligopoly market. This means that there are only a few firms that
dominate the market, and they all have significant market power. These
firms engage in extreme competition in terms of price, quality of goods,
technology and also after-sale services for customer retention,
sustainability of products and distribution channels. . GVS being one of
the competitors of this market must carefully manage its decision making
in all relevant matters for all the competitive advantages because
oligopolies are very challenging market structures owing to following
reasons: complexity in product differentiation, inelastic demand, and
heavy investment to enter the market

Economic Downturn: A global economic downturn could lead to decreased
demand for health and filtration products, as businesses and consumers
may have less disposable income to spend on healthcare and other
essential goods. The economic downturn in ltaly has had a significant
impact on GVS Spa's revenue and sales. The company’'s revenue in ltaly
decreased by 10% in 2022, and its sales decreased by 8%.

Gvs Page 10
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ESG rating Morningstar

GVS SpA Sulzer AG Sartorius AG Parker-Hannifin Corp.
ESG RISK RATING ESG RISK RATING ESG RISK RATING ESG RISK RATING
11.4 Low 20.2 Medium 17.7 Low 28.0 Medium

v (] o [ i o] w o [

EXPOSURE EXPOSURE EXPOSLURE EXPOSURE
Low Medium Low Medium

= [ [ ]

MANAGEMENT MANAGEMENT MANAGEMENT MAMAGEMENT
Strong Strong Average Average
o | o = s
Appendix 1 Source: Morningstar Sustainalytics
Management Team Shareholders Ownership
Scagliarini Massimo 60.00%
Capital Research & Management Co. (Werld Investors) 4.98%
Massimo Paola LUC? . Wertheimer Ruth 3.12%
Scagliarini Musuraca Zanini Mediclanum Gestione Fondi SGRpA 2.92%
CEO HR Director , VPHCRLS Invesco Asset Management Lid. 2.23%

T. Rowe Price International Ltd. 1.71%

The Vanguard Group, Inc, 1.40%%

Fideuram Asset Management SGR SpA 1.05%

Fidelity Management & Research Co. LLC 0.89%

. Amundi Asset Management SA (Investment Management) 0.72%

Rozemaria Clﬂl-_ldi? Capital Research & Management Co. (Global Investors) 0.68%

Bala Tonielli  worges Bank Investment Management 0.67%

General Counsel Y VPE&M  Royce & Associates LP 0.57%

FIL Investments International (Haly) 0.53%

Oddo BHF Asset Management SAS 0.52%

Arca Fondi 5GR SpA 0.50%

Q Invesco Advisers, Inc. 0.49%

F s BlackRock Fund Advisors 0.46%

guca ) = BI;IZ? Azimut Capital Management SGR SpA 0.45%

uerze " i Joh. Beren Gossler & Co. KG (Investment Manageme 0.44%
‘ h_ VP R&D _‘ ™. VPH&S s l sl

Appehdlx 2 Source: GVS’s presentation Appendix 3  Source: Factset



PORTER'S
FIVE FORCES
ANALYSIS

POTENTIAL NEW ENTRANTS

Barriers to Entry: highly regulated market, hard to enter;
Strict quality standards and certifications which are also
costly; long validation process.

Existing Distribution Channels: established relationships with
distributors and suppliers, making it challenging for new
entrants to access these channels; superior brand awareness,
long relationships

POWER OF BUYERS

Number of Buyers: Reduced dependence on individual
customers, its customers are mostly other companies (OEMs
relationship); B2B.

Switching Costs: buyers may face switching costs if they
need to re-qualify or retest new filter suppliers; high cost in
case of product failure; customization of filters may increase
the switching costs.

Appendix 4 Source: Team Consensus

@ POWER OF SUPPLIERS

Number of Suppliers: GVS works with local suppliers; they
might have bargaining power.

Uniqueness of Services: high quality and unique materials
required might increase the power of suppliers

AVAILABILITY OF
SUBSTITUTES

Identify Substitutes: Alternative filter technologies or
different purification methods can be found, even though
GVS offers a variant portfolio of products to satisfy the
consumers’ needs.

Switching costs: the importance of filtration for health and
safety can limit the impact of substitutes, high quality and
certified products are needed

COMPETITION IN THE
INDUSTRY

highly competitive market,
numerous competitors

Number
especially
internationally speaking.

Rate of Industry Growth: growth at a CAGR of 6%.

Exit Barriers: technology and equipment investments can
make exiting the market costly.

of Competitors:
medical one;

SWOT ANALYSIS

STRENGTHS

* |nnovative Filtration
Solutions

* Global Presence

= Expertise in Healthcare and

Life Sciences

Diversified Product Portfolio

Quality and Certifications

OPPORTUNITIES

* Rising Demand for Filtration
Products: the global focus on
health, air quality, and
environmental sustainability
creates opportunities for GVS to
capitalize on the increasing
demand for filtration products

+ Technological Advancements:
staying competitive in the market

e Expansion into Emerging Markets

Appendix 5 Source: Team Consensus

* Dependency on Economic
Conditions: particularly in sectors like
automotive and industrial that are
sensitive to economic downturns

* Market Concentration: If GVS relies
heavily on specific markets or
industries, changes in those markets
could significantly impact its overall
performance

THREATS

* Regulatory Changes: changes in
regulations, particularly in healthcare
and environmental standards, could
impact GVS's operations and require
adaptations to meet new compliance
requirements.

* Global Economic Uncertainty:
economic uncertainties, such as
recessions or global economic
downturns, may affect the overall
demand for filtration products across
industries



Global presence
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Appendix 6 Source: GVS’ presentation

Group Structure’
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Income Statements

2019 2020 Appendix 8  Source: GVS’ Annual reports 2020 2021
Financial year ended 31 Decembar Financial year ended 31 December
2020 from 2021 from 2020
ofwhichnon ordinary efwhictinon| From opelinan) At dch e T iy T [T
fin thousands of Eurol 2020 recurring operations E 2019 recurring operations % Gin thousands of Eurcd 2021 recurring oparaticns % 2020 recurring oparations %
Roveruss fiom s | 30500 363266 | 100.0% | 227416 276 | woox REMMSKOMIAS | 4405 18 | 1000% | 83208 Wb | ook
prosasne o 1916 1016 os% | 3169 758 2410 ux  Gtheroweromend | 405 | 38m 1305 ox | 198 116 =
Total revenues 365212 365212 100,5% | 230.585 bl 229826 1051%  Tolal revenues 43078 3044 339431 ioo0% | 365 31z 365 213 101%
Cost of raw matedals Cost of rra maborials
purchases and variations | (BB5501 Gsh (88.405] -z4.4% | (678840 167.8B41 -20.9%  purchases and vasiations | i8.094) 15480 154548 28X | B8.550) 147 BB g8y =24%
N imentones N irmenlonss
Sarvicis (36.216) (4553 (66D | -B7% | 23442 | (8 229241 “101%  Services 38662 | (206 (34.504) 0% | (3828 | lass3 i3 663 -a%
Varlous operating costs | (397 13197 -09% | (3a6a) {1440 (338 -15%  Varioud operating costs | (53900 0583 3807 A% 3197 3197 A%
Added value 237240 | ladasl 240858 | 688X | 135799 97 135702 | 597%  Added value 204820 | (1588} 208,484 6% | 2apad0 | LBl 241850 %
Cost of labair igA.8y7 (Lo80 tg7aam -269% | (73583 a7 173.4360 -323% Costof labour igBEeGh iGB.EEE 2% | IGRETH {1olal iarram 27
EBITDA 138363 | (5608 154082 | 200% | 82218 (50) 62.266 27.4% EBITDA 06330 | (1858 107.885 PE | 138363 | (56980 144,081 40%
Wm[c:&:lum s (26.030) (3.865) 115.155) -a.2% | 16302 302 {2z 3904 -5.4% m“:ﬁmw (235280 15384 118344} &% | t1go30 (3885 115 3551 a%
e 1338} 335 oa% | (2500 tzs0) oax,  Fredeons 1462 w62 o% | s (3351 o%
EBIT 18,598 15563} 128581 | 35.4% | 45884 | (3962} 49626 28%  EBIT 82340 16,0309 89279 6% | 118908 | (956 128,561 35%
Prancislproceads and | 1100 3107 36% | (Lggol fag0) 0g% mm‘ ad | a8 1630} 8043 2 | azw® 13107} -4%
Pro-tax result 105651 | (9563 U545 | BN | 43674 (3963 47636 20.4%  Pro-tax result BoTs8 | (256 97337 g% | 105801 | (9561 15454 3%
Inconm lax (27808 400 2827 A% | (105821 485 11067 -4.0%  Income tax (2215130 (1841 (z1a70) 6% | (e7.Bod) 405 (282170 -B%
's and minority Group's and minodity
%ﬂmumﬂ 78083 | (gasa o727 | zeon | mosz | 30569 | 16k sharsholders netproft | G204 | G753 o368 | 2% | 7hefy)  (osed sray | an
2021-2022 Interim Report
year ended 31 The g-month period closed on 3oth
of which non- 2623 of which non- o260 of which nen- 2023 «af which non- 2022
{in thousands of Eurc) 2022 Adjusted % 2oz recurring £ {in thousands of Euro) 2023 recurring  Adjusted % 2022 recu Adjusted %
mm waias E T IBTEH 1000% | T3IBA6 38128 100 6% E;":é": fromsalesand | 515408 313108 1000% | 273.495 273.495 1000%
?'{'mm"‘d P 44s2 1% | 4549 L 1306 og%  Otheroperatingincome | 4653 1619 1034 10% | 2544 2544 0g%
Tolal revenues P = oy | woask | means | adaa 339431 | wegn Total revenues 17761 1619 3Big2 | i0io0% | 276039 - 276,039 | 1009%
Costol rorials Ranw materials
porcharsms and waritions | 41308 | 87178 a4t | ek |gBoge | wem (94546 | omox Puchasescosteand  |(103896) (103806 | -3:32% | (03588 | (3950 ®ob2g) | -328%
n irventones
Sarvicos (61572 t1g6n 152 6081 a36% | (gs8 (2068 (34,504 e Services costs 142.361) 268) 142.003) -13.4% | (38.870) 031 137,830} 13.8%
Various oporating costs. | {5301} 15301 ek | g 158 (3.80m sax  Otheroperating costs | (6agd) (2317 (3.876) 2% | (3.368) 13.368) 4.2%
Added value 190,961 B84 199,645 ELE% | 204929 {1.858) 208,484 Bigy  Added value 165,311 (966) 186,277 53.4% | 140.213 45801 145,203 53.4%
Gt of labowr (12352) | L2857 1206321 A% | igasee 158 Sag g% Personnel costs (98.052) 1858 (g7194) -310% | (00918 (2632) (88,2860 -323%
EBITDA 07432 11,581} T49.013 20.4% | 108,330 11,5580 107,885 ngx  EBITDA 67,259 1,821 G083 221% | 49295 (7622} 56917 20.8%
Amartisation and wrgrn | ez Jr— sax | masem | wase AL Sgx morttsaiionsnd (G222 | (12784 (19.441) 62% | (26028 | (B742) 117.286) -6.3%
P o 15061 1506 0% | et s sax  podsonsand ©33) (633} 0% | (342 1342) -04%
EBIT 28,955 [FI% ] 54752 141% | Bza40 8,550 #5279 28.4%  EBIT 34.401 (14,608} 459,009 157% | 22825 (16,364} 35,283 1447
Financial procoodsand | ¢ ey R, 8242 4% _— it 2048 2% ;'o';’tzchlm"m 113,248 (z.323) (12.025) -35% | 37640 11.580) 30.220 14.3%
Pra-tin ressilt 34625 (28,368} 62.003 163% | BOJ5E (7.5800 o7.337 28.8%  Pre-taxresult 21,052 (16,931} 37.984 121% | Gos56s (17.944) 78,500 28B.7%
Income tax 0.505) B.o17 16.522) -a3% | 22159 g 21969 -65%  Income tax (5.222) 3973 15.195) -2g% | 15490l | 4085 (19.555" 7.2%
Group's and minority Group's and minority
i.;:.ldﬁn'nﬂpul 24120 (22.381) 48,471 120% | 67804 783} 78387 223% WMM 15,831 (12,958) 28789 92% | 45075  (13.879) 58,954 216%
or
. . o e e
Cash Flow Statement (Operating and Investing Activities)
Cash flow generated # (absorbed) by operations before variations in net 176 61731
working capital 1
Variation in inventories (21.008) 1707
Variation in trade receivables (6.165) 4.919
Variation in trade payables 18.18z2 (5.244)
Variation in other assets and liabilities (1718} 1804
Use of provisions for risks and charges and for employee benefits {118) {101}
Taxes paid {16277} (9.B27}
Met cash flow generated / (absorbed) by operations 11.4.073 54.899
Investments in tangible assets (27.306) (10.252)
Investments in intangible assats {4 050 (2 B11)
Disposal of tangible assets o8 4448
Investment in financial assets {4.443} {1.888)
Disinvestment in financial assels 1491 349
Faymeant for purchase of businesses, net of cash on hand acquired {10.534} -
Met cash flow generated / (absorbed) by investment (45.543) (10.154)

Appendix 9

Source: GVS’ Annual reports




2020-2021

Cash flow generated / (absorbed) by operations before variations in net working

capital 109.637 141176
Variation in inventories (9.530) (21.008)
Variation in trade receivables (4.671) (6.165)
Variation in trade payables (B.411) 18182
Variation in other assets and liabilities (662) (1.718)
Use of provisions for risks and charges and for employee benefits (265) (118)
Taxes paid (32.616) (16.277)
Net cash flow generated / (absorbed) by operations 55.483 114.073
Investments in tangible assets (19.440) (27.306)
Investments in intangible assets (3.755) (4.059)
Disposal of tangible assets 7.184 608
Investment in financial assets (3.372) (4.443)
Disinvestment in financial assets 358 191
Payment for purchase of businesses, net of cash on hand acquired (129.217) (10.534)
Net cash flow generated / (absorbed) by investment (148.242) (45.543)
2021-2022
::pshu:.low generated / (absorbed) by operations before variations in net working 73,697 106,637
Variation in inventories 3144 (9.530)
Variation in trade receivables {11.921) (4.671)
Variation in trade payables 13.834 (6,411)
Variation in other assets and liabilities 0,133 (662)
Use of provisions for risks and charges and for employee benefits 11.919) (268)
Taxes paid (9.846) (32.616)
Net cash flow generated / (absorbed) by operations 76,121 55,483
Investments in tangible assets {17.841) (19,440
Investments in intangible assets (5.024) (3.755)
Disposal of tangible assets 129 7184
Investment in financial assets (4.116) (3.372)
Disinvestment in financial assets B.451 358
Payment for purchase of business unit net of cash on hand acquired (236.027) (129.217)
Net cash flow generated / (absorbed) by investment (256,429) (148,242)
Interim Cash Flow Statement
2022-2023
E::hﬂ:wgemmted!(abumhedl by eperations before variations in net working 71,981 54,954
“ariation in inventories 4523 {15,301
‘ariation in trade receivables 14,506 (31430
‘ariation in trade payables [23.185) 1118
‘Variation in other assets and liabilities 1850 442
Use of provisions fior risks and charges and for employee benefits (5.150) 1,670
Taxes paid 18,3411 (6,843)
Met cash flow generated / (absorbed) by eperations 56,586 25,556
Imvesstments in tangible assets 117,433 (14,003
Imvestments in intangible assets 14.839) (3.686)
Disposal of tangible assets 539 43
Imvestment in financial assets (B:3.025) (6,686}
Disimvestment in financial assets 22,280 B.451
Payment for purchase of business unit net of cash on hand acquired - [238,025)
Met cash flow generated / (absorbed) by investment (82,270 {253,906

Appendix 9 Source: GVS’ Annual reports




Balance Sheet
2017-22
DEC'22 DEC"21 DEC'20 DEC*1% DEC'18 DEC "7

ST Debt & Curr. Portion LT Debt 44399 4555 2223 3805 2969 22
Cash & Short-Term Investments 130.76 14506 12994 6194 4725 4339 e i B GhE 38 hde 4B
Short-Term Receivables 89.82 6919 5043 4049 4426 4400 ncome TaxPayable S8 s i 2 anl B
Accounts Recelvables, Net T4.15 2L 5384 78 40,32 3613 Other Current Liabilities 3197 3947 2338 1672 1647 8
Other Receivables 18,67 1454 (358 4.74 354 787 Total Current Liabilities BIEET 11159 8668 TOO1 6655 50
Inventaries 10015 Ta84 4843 3243 2632 354 ORCW

ITE9 18694 TR0 12548 14709 185
1385 9.0z 580 419 388 5
G163 254 1699 1730 1684 1
40.58 0.00 0.1 .00 0.00 2
B80.92 32908 18348 217.00 23487 224

e WEI 2427 942 o &

18 18 18 1.7 17
928 928 928 132 12 1
RECR [ S e k) 673 4432 1
¥

For. Exch, Gain -1.2 -3z -6 -0 =33
B4 383 306 260 262

4.9 3.4

295.3

0.0 110 1.0 1

0.0 o0 00 0.0 0.0 |
ary Wed 2427 4.2 o 5
Totad Liabilities & Shareholders’ Equity 10086  B244 4262 M2 059 W

Appendix 10  Source: Factset

DCF Calculations

Al Figures are in millions 4 5
_

!RfV'EIl.E tmemﬂ! m:.!u( 33343( H?.BQC mt-luus! 413'.3‘(4»3!.-“( 44869 € ml
OTHER INCOME € 282 € 34T € 192 € 495 €
mmmm—mn

}Pumﬂlumdumlumpﬂnnmﬂufmwmﬂnridl,ﬂnbmmmumlf!. 6232 € 8856 € 9500 € 141.20

Personnel Expenses € 9888 € 9860 € 123.53

}ccutot Services L3 3812 ( m ( 54.6?

Other Operating Costs €
mm

COGSAS A % OF REVENUE 075 € 073 € 062 € 083 € 080 € 075 € 075 € 075 G II.I"B € 0.'."5|

DEPRICIATION & AMORTIZATION m:-m:mm € 327 |€ a4
EBITDA mmm_m_am 112.47 [ € 11632
}EBITIMASA%DFFEVEIIIE € 025 € 027 € 038 € 0 € 047 € 020 € 0..25 E 025 ! I.?.E ( 0325 € 0.25
}D&t L 1m lt 1&50 ! ﬁm C 23.53 ( Iray ! 32.23 lt asAz ! 3465 € 3594 € 31’.2? ( Sﬁ.ﬂ
D&A AS A % OF REVENUE £ 040 008 € 008 €
mmm
}EBITASA%DFH.E\IENUE € 016 € 0. € 033 € € 00 € 042 € 047 € 047 € 047 € IH'I’ € ll.ﬂ'
}TMM € 033 € 032 € 028 € D.ﬁt 0 € 024 € 0.1 € 024 € 024 € 024 € 0.4
}EMtl—Tﬂl € 2295 € 3145 € 8592 € 62-10 € 2239 € 3555 € 5105 € 5294 € 5490 € 5693 € 59.04
ADD (DEP and AMORTIZATION) € 1842 € 1630 € 19.03 € € Irar € 3233 € 3342 ! 34.65 G M.N G 3T2T € 36864

€ 1337 mm 2564 | € 2816 3141 € 525?
CAPEX AS A % OF REVENUE € 006 € 006 € 008 € 0.06 € 007 € onr c 007 € a.or ( 007 €
[LESS) CHANGES IN WORKING CAPITAL mmmmm 1175 € 1218

CHANGES IN WC AS A % OF REVENUE

L]

-0.02 € MCMS( 003 € 003 € 003 € 0.03

mmmm
| |

e

——
TV
PV OF TV £ 557.00

EV £ 74746
DEBT £ 2B83.38
SHARE O/5 175.00
EQUITY VALUE £ 464.08

SHARE PRICE € 265
Explicit growth rate 3.7% COST OF EQUITY

BETA 0.661312

CHANGE IN WC AS A % OF REVENUE 2.80%  NESEBTETA 0.7945144

COGS AS A % OF REVENUE 75% RISK FREE RATE 3.9%

CAPEX AS A % OF REVENUE 7.00% ERp 2%

BETA 0.661312 CAPM
LEVERED BETA 0.7945444

RISK FREE RATE 3.2% Pre-Tax Cost of Debt 5.6%
ADIUSTED DEFAULT SPREAD 2.4% Effective Tax Rate 24%
SOVEREIGN CDS SPREAD 1.3% Cost of Debt | 4.27%]
ERP 7.8% ACC

After tax KOD 4% :

D/E RATIO 0.2650879 WACC
EQUITY | 1069

DEBT 283.379

TAX 24%

CAPITAL 1352.379

COE 9.4%

WACC B.35%

PERPETUAL GROWTH RATE | 0.04]

Appendix11  Source: Team Consensus



PERPETUAL
GROWTH RATE

EXPLICIT GROWTH
RATE

WACC Calculation Assumptions

Risk Free Rate

Equity Risk Premium

Beta
Levered Beta

Adjusted Default Spread

Cost of Equity
Pre-tac Cost of Debt

Tax rate
After-tac Cost of debt
WACC

Explicit growth rate

EBITDA as % of Revenues

Terminal growth rate

Appendix 12

185
2%
3%

5.40%
3233307832
4.365037225
6453757777
1151446483
4187870717

7405
2.24B536257
2504406372

394525851
5.854821895
1051680343

8.40%
1581855587
1997846138
2,603168758
3564404588

5.32667055

9.40%
1107132481
13856811598
1. 769766507
2.3268981458

a5
5%
6% 3.211970017

7.40%
3474566048
3707552240

394925891
4,200040155
4,460154987

8.40%
2.252716643
2.424736352
2.603168755
2783187142
2.8580008287

5.80%
1.88550978
1630372954
1.769766507
1914230185
206350631

288
17%
2.7%
3.7%
4.7%
5.7%

E.40%
5. 747567695
£.094002634
6453757777
6.8272197932
7214782803

E.a0%
11.94302591
9.198351845
453757777

370912371
0362383642

T.a0m
7.7355587176
5.842428043

2.94525891
2056085777
0162920645

B8.40%
5474235248
4035702004
2.603168758
1.167635514

9.40%
4074162511
2.921964509
1.769766507
0.617568505

1685 &.40% 7405 8.40% S.40%  10.50%
2% 1006511839 6.44802170937 4492018391 3285816509 14715
T%  GAS3TEIIFT 394925891 20603168757  1.7697EES0T  1.20714

12% =

2.842397167 1458146893 071430093216 0253716504

GVS
Gross Margin
Operating Margin
Met Margin
Return on Assets
Return on Equity
Return on Commaon Equity
Return on Total Capital
Return on Invested Capital

3.23%

7.81%

0.66
0.794
2.40%
9.44%

5.62%

24%
4.27%
8.35%

3.70%

25%

4%

Current rate of 5-year Italian T-bond rate

Excess return of the Moody rating over Italian T-
bond rate
Raw Beta for a 90-day period

Calculated using CAPM

Sum of the risk-free rate and Adjusted Default
Spread

Current effective tax rate in Q3 of GVS

Calculated using a 0.265% D/E ratio

Calculated based on average growth of
revenue in the past 5 years and expected
revenue growth from company data
Calculated based on EBITDA of the past 5 years
and expected revenue growth from company
data

A terminal growth rate of 4% based on the
average of expected growth rate of filtration
industry within the range of 2%-6%

Source: Team Consensus

Sensitivity Analysis

L cwm
265 1.70% 2,705 3.70%  470% 570 265 2% 7% 12% 1% 22%
2% 1.3488881 1476622 16072968457 174406 122503 2% 305184 160787 0.1643
I 17349522 1.830939 2032420214 218837 235202 3% 366596 203242 0.3%888
a% 22069385 2471157 2651875102 283528 303385 4% 456251 265188 074123
5% 31841003 3413303 36407519 387681 412158 5% 595383 384075 126777
6% 45837382 5156157 5470166425 57861 613431 6% £64153 547017 12983
[ -
285 5% 0% 7o 80% a5k 268 W TR 1M 17% 23%
17% 48587843 3628361 2296938542 096552 - 17% 404831 229684 054507 - -
17% 52524624 386181 2471157031 10808 17% 430096 247116 064135
37% 55560584 4103867 2651875103 119978 3.7% 456252 265188 074123
47 S.ET08S7E 4355083 2839278592 132347 4.75% 483376 283928 08443
57% 61572851 4615411 3.033556854 14517 57% 511434 303386 035217
285 E £ a3 £ &%
B5% 35023501 4515407 555505535 721738 10.2508
oM 27051583 3273514 4103367245 542503  7.8804
754 16073885 203282 2651875108 3.54073 5.47017
20% Q5107776 0.790927 1199782959 185249 3.05893
85% S S o 00682 0.68362
Appendix 13  Source: Team Consensus
Profitability Margins
2017 2018 2019 2020 2021 2022
11.47% 25.98%  29.16% 41.73%  33.92%  20.66%
8.82% 1522% 18.79% 3231% 23.73% 7.00%
037% 11.04% 1455% 2149% 19.99% 6.22%
0.34% 789% 10.72% 21177% 12.87T% 2.95%
125% 36.81% 040% 46.34% 2513% 7.74%
1.25% 36.81% 40.04% 46.34% 25.13% 7.74%
958% 1297% 16.89% 3926% 18.49% 4.09%
045% 1054% 1510% 25.04% 16.90% 575%

Appendix 14 Source: Fact Set



Board of Directors 2022

Board of Directors.
Pogition Mambers Yoar of Date of first In office since  Ioficeuntl  List List Exec. Mon-Exec. Indep Code Indop CFA  No.other Attendance
birth appaintmant ©) {presenters) M) ) appoint- (™)
L] ments
L
Chalrrman Gragia \alentini 1942 18503987 1340352020 ILARi2022 MR AR E - 10410
Chief E: ive Officer - | Ma Scagliaini | 1965 24T 0 134030000 FS2A20e2 MR A ® = 0420
Director Marco ScagBarini gl 24507/ 1950 134032020 nAziz0z HAA A ® B af0
Director Mario Saccone 1567 2307/ 200 1340372020 311242022 N B ® - 10710
Director Matteo Vicla 14574 230572018 1340372020 31242022 WA N x - 810
Direc tor MNadia Buttignal Etrrd 13032020 15/ 08./2020 3 12/2022 NAA A ® x ® - 1010
Direc tor AcabellaCaporello | 1972 13/03/2020 19/06/2020 | 3L/12/2022 MAA N * ® % 1 a/10
Direc tor Alessandro Nas 1974 13/63/2020 19/06/2020 | BA12/2002 NAA N/A x x % 7 af18
Director Michala Schirs 18 13/02/3020 15/06./2030 122022 MAA A x x x . 1010

Mo of mestings held during the reference financial year 10
Indicate the quorum required for submission of Lists by minodty shareholders for the elec tion of one of mom members (per Artlcle 147-ter of the CFAR 2.50%

NOTES.

- This symiol indicates the Director in charge of theinternal control and risk management system

(') Date of first appaintment of each Director maans the date on which the Direcior was appainted for thefirst time tever in the suer's BoD.

") This column indicates whother the list from which each Director was draren was submitted by sharcholders findicating “Shareholders’) or by the Board of Direc tors {indicating “Board of Directors).

') This colurmn indicates whether the list from which each Director has been drawn i “majority™ lindicating "M, or “minority™ indacating “rr).

') This el shows the rumbar of offices as Director o Audliter held by the persan concermid in other listed companies or companies of significant size. Ofices. hedd in several companies Balanging to the same groas will caunt for anly ane urit.
"1 This column shows the at tendance of Directors a1 Board meetings (indicate the number of mestings attendad com pared with the total number of meatings which could have been attended, eq. 678, 8/8 etel

Appendix 15 Source: GVS’ report on corporate governance

Committees 2022

Control, Risk and Sustainability Commities Appaintments and R tion C it
Members [y] (] 1 i}
Grazia Valentin For ]

Massime Seagharing

Director
emecutive - non-independent]

Mare o Seagliani

Director
bsmoutig - non-independent]

Mario Sacoone

Director
lexecutive - non-independant]

Mal ted Vioka

Directar
tnen-exequtie - independent in accordance with the
CFA and Code)

Madia Bultignal

Director
tnor-gxeculng - indépendent in acoordance with the
CFA and Codel

Arapella Caparello

wn

Director
tnon-execut e - independent N acoordance with the
CFA and Codel

Alessandro Masi

7

Director
tnon-executhe - independent in acoordance with the
CFA and Codal

Michela Schizzi

Mo, of mestings held during the reference financ al year:

i

7

MOTE

{1 This column shows the attendance of Directors at Board meetings fndicate the number of commities meatings attended compared with the total nurmber of meatingswhich cou id have been attended ag /8 8./8 etcl
{71 This eolurmn indicates the titke of the Director within the committes: (™) P chaimarn; "M member

Appendix 16 Source: GVS’ report on corporate governance



