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Key Financials

 Year End Dec (€ m) 2017A 2018A 2019E 2020E 2021E 2022E Revenue 1,641 1,711 1,756 1,760 1,761 1,771
 

EBITDA 215 234 224 235 246 249
 

EBIT 153 151 138 149 160 163
 

EV/EBITDA (x) 5.8 5.6 6.1 5.5 5.1 4.8
 

EV/EBIT (x) 8.2 8.7 9.9 8.8 7.8 7.3
 

DPS 1.50 1.50 1.60 1.60 1.75 1.85
 

Div yield (%) 4.0 4.0 4.3 4.3 4.7 5.0
 

Net debt 304 356 419 351 295 237
 

Net debt/EBITDA (x) 1.4 1.5 1.9 1.5 1.2 1.0
 

Source Commerzbank Research, Bloomberg, Company Information

Indus reported a Q3 roughly in line with expectations with €436m revenue being up 1% y/
y and 4% above consensus and €36.6m EBIT before impairments 1% above consensus.
While the segments Construction and Engineering were ahead of our estimates, the
€17.5m EBIT loss in Automotive (incl. €12.5m impairments as communicate earlier) was
even worse than we had expected (€-12.0m). However, the major conclusion from our
call with management is that by far the major part of the c.€5m underlying losses in the
segment were contributed by restructuring and other charges (we estimate almost €5m)
which should fall away in 2020. Thus, at first glance, we expect a material improvement
in Indus’ Automotive earnings going into 2020 relative to 2019. However, our back-of-
the-envelope calculations still point to moderate low- to mid single digit percentage
downside to 2020 BBG EBIT consensus. With the share trading at c. 9x EV/EBIT 2020,
we remain neutral.

Table 1 - Q3 overview
€m except for EPS  Q3 19 CB Q3 19E Δ Con.Q3 19 Δ Q3 18 y/y

Sales 436 432 1% 419 4% 430 1%

EBIT before imp. 36.6 38.9 -6% 36.1 1% 39.9 -8%

Margin 5.5% 6.1% 8.6% 9.3%

Commerzbank, company data

2019 guidance reiterated
The guidance was reiterated. It is for €1.72bn to €1.77bn sales, in line with consensus and our
estimate at the mid point and for €116m to €122m EBIT after €12.5m Automotive-impairments,
€129m to €135m before, including a €16.5m one off gain from a disposal communicated earlier.
Thus the clean EBIT guidance, before impairments and one off gains, is for €113m to €119.
While this is clearly not reflected in the €145m Bloomberg consensus, we think that respective
downside for the share is limited since Indus has communicated the Automotive problems in
two warnings already.

Low- to mid-single digit downside to 2020 consensus
After a call with management, we conclude that by far the major part of the c.€5m underlying
losses in Automotive as of Q3 were contributed by restructuring and other charges (we
estimate almost almost €5m for Q3 and c.€12m ytd.) which should phase out in 2020. Thus we
expect a material improvement in Indus’ Automotive earnings going into 2020 relative to 2019.
However, our back-of-the-envelope calculations still point to a low- to mid-single digit downside
to consensus’ €148m and our current €145m 2020 EBIT estimates, burdened in particular by
Automotive while however further upside from Construction and Engineering looks limited.

Automotive and consensus downside to weigh on the share
We think exposure to Automotive will continue to trigger uncertainty even assuming that
restructuring starts to bear fruit. We think that a solution is unlikely to be found in the foreseeable
future. With the 2020 Bloomberg EBIT consensus having some low- to mid single digit
percentage downside while the share is trading at c. 9x EV/EBIT 2020, we remain neutral.
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Automotive remains the weak spot, Engineering/Construction better
The source of weakness in Q3 was again the Automotive segment. Here, the €84m sales were down 14% y/y and 2% below our
estimate. EBIT incl. impairments in the segment was €-17,5m, -€5m when stripping out impairments, thus underlying losses incl.
restructuring expenses were c. €5m worse than we had expected. For us, the positive surprise in Q3 reporting was in particular
Engineering with €111m sales, 12% above our estimate and up 19% y/y and a €13.2m EBIT, 20% above our estimate. We assume
that PoC effects were a material contributor here. Construction was also a material driver at €104m sales, up 5% y/y, 2% short
of estimate while the segment’s €19.2m EBIT beat our expectations by 6%.The op. cash flow of €82m is ahead of our €38m
estimate, mainly on NWC.

Table 2 - Q3 review
€m except for EPS  Q3 19 CB Q3 19E Δ Con.Q3 19 Δ Q3 18 y/y Q2 19 q/q

Sales 436 432 1% 419 4% 430 1% 439 -1%

Construction / Infra. 104 106 -2% 99 5% 104 0%

Engineering 111 99 12% 93 19% 98 13%

Automotive 84 86 -2% 98 -14% 91 -7%

Metals Technology 98 101 -3% 102 -4% 105 -7%

Medical / Life Science 39 39 0% 38 5% 41 -3%

EBIT before imp. 36.6 38.9 -6% 36 1% 39.9 -8% 32.9 11%

Adj. EBIT 20.1 22.4 -10% 39.9 -50% 32.9 -39%

EBIT 24.1 26.4 -9% 39.9 -39% 32.9 -27%

Construction / Infra. 19.2 18.0 6% 17.4 10% 17.9 7%

Engineering 13.2 11.0 20% 10.5 25% 10.0 32%

Automotive -17.5 -12.0 46% 1.2 -1624% -5.3 n.m.

Metals Technology 7.1 7.2 -2% 5.9 19% 7.7 -8%

Medical / Life Science 4.9 4.7 3% 4.2 16% 5.3 -8%

Margin 5.5% 6.1% 8.6% 9.3% 7.5%

Construction / Infra. 18.4% 17.0% 17.5% 17.1%

Engineering 11.9% 11.1% 11.4% 10.1%

Automotive -20.8% -14.0% 1.2% -5.8%

Metals Technology 7.2% 7.1% 5.8% 7.3%

Medical / Life Science 12.4% 12.0% 11.2% 13.0%

Net income 12.8 14.0 -8% 21 -39% 22.6 -43% 17.5 -27%

EPS 0.48 0.57 -17% 0.86 -44% 0.92 -48% 0.72 -33%

Commerzbank, company data

2 14 November 2019

Equity Research |  | INH GY



Balance Sheet

 Year End Dec (€ m) 2017A 2018A 2019E 2020E 2021E 2022E Cash 136 110 117 125 131 139
 

Trade receivables 198 203 208 208 211 213
 

Inventories 339 409 400 383 383 385
 

Other WC assets 27 31 31 31 31 31
 

Intangible assets 86 91 91 91 91 91
 

PP&E 397 418 537 533 530 526
 

Goodwill 429 419 419 419 419 419
 

Financial assets 19 17 17 18 18 19
 

Other assets 11 13 13 13 13 14
 

Total assets 1,653 1,720 1,843 1,831 1,838 1,847
 

Account payables 66 66 67 68 68 68
 

Other WC liabilities 280 291 295 295 295 296
 

Financial debt 440 466 536 476 426 376
 

Pension provisions 44 44 45 45 45 45
 

Other Provisions 75 75 72 74 78 84
 

Other liabilities 0 0 0 0 0 0
 

Total liabilities 979 1,010 1,086 1,029 982 940
 

Share Capital 64 64 64 64 64 64
 

Addl paid-in capital 0 0 0 0 0 0
 

Treasury shares 0 0 0 0 0 0
 

Equity & liabilities 1,653 1,720 1,843 1,831 1,838 1,847
 

Minority interest 3 3 3 3 3 3
 

Total equity 671 707 754 800 853 905
 

Source Commerzbank Research, Bloomberg, Company Information

Profit and Loss

 Year End Dec (€ m) 2017A 2018A 2019E 2020E 2021E 2022E Revenue 1,641 1,711 1,756 1,760 1,761 1,771
 

Material expenses (746) (812) (807) (814) (809) (813)
 

Gross profit 895 899 949 946 952 958
 

Other income/expenses (210) (217) (190) (195) (190) (190)
 

EBIT rep. 153 135 154 149 160 163
 

Adjustments 0 (16) 17 0 0 0
 

EBIT adj. 153 151 138 149 160 163
 

EBITDA rep. 215 218 240 235 246 249
 

Financial result (24) (20) (19) (18) (18) (17)
 

EBT rep. 129 115 135 130 142 146
 

Tax (46) (44) (51) (45) (49) (51)
 

Minorities (1) (0) (0) (0) (0) (0)
 

EAT rep. 82 71 84 85 92 95
 

Source Commerzbank Research, Bloomberg, Company Information

KPI

 Year End Dec (€ m) 2017A 2018A 2019E 2020E 2021E 2022E Revenues 1,641 1,711 1,756 1,760 1,761 1,771
 

EBITDA 215 234 224 235 246 249
 

EBIT 153 151 138 149 160 163
 

EBT 129 131 119 130 142 146
 

Free cash flow 14 (24) 55 107 96 101
 

EPS rep. 3.37 2.90 3.42 3.46 3.77 3.87
 

Net financial debt 304 356 419 351 295 237
 

Net economic debt 453 544 598 531 475 418
 

Net financial debt/EBITDA (x) 1.4 1.5 1.9 1.5 1.2 1.0
 

Source Commerzbank Research, Bloomberg, Company Information

Cash Flow

 Year End Dec (€ m) 2017A 2018A 2019E 2020E 2021E 2022E EBIT as rep. 153 135 154 149 160 163
 

Operating Cash Flow 124 75 179 190 179 183
 

Invest. cash flow (110) (98) (124) (83) (83) (82)
 

Free Cash Flow 14 (24) 55 107 96 101
 

Dividend payment (33) (37) (37) (39) (39) (43)
 

Free Cash Flow (after dividend) (19) (60) 18 68 57 58
 

Increase / (decrease) in debt 31 58 (10) (60) (50) (50)
 

Net change in cash 9 (26) 8 8 6 8
 

Beginning cash 127 136 110 117 125 131
 

Ending cash 136 110 117 125 131 139
 

Source Commerzbank Research, Bloomberg, Company Information
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In accordance with ESMA MAR requirements this report was completed 14/11/2019 13:37 CET and disseminated 14/11/2019 13:37 CET.

Indus Holding AG (INH GY)
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Close (13/11/19) Price Target

Buy (B); Hold (H); Reduce (R); Under Review (UR); Cessation of coverage (C)

Rating and PT Changes:

Company Name Covering Analyst Rating Previous Rating Price Target Previous PT Closing Price Change Date
Indus Holding AG Norbert Kretlow Hold Hold €38.00 €48.00 €32.05 16/8/2019
Indus Holding AG Norbert Kretlow Hold Buy €48.00 €50.00 €46.05 5/4/2019
Indus Holding AG Norbert Kretlow Buy - €50.00 - €43.30 27/3/2019

 
Distribution of ratings:

 Number of recommendations from Commerzbank
Research, at the end of Q3 2019

 thereof recommendations for issuers to which investment banking
services were provided during the preceding twelve months

 
 88 (43.78%) Buy  16 (18.18%)
 93 (46.27%) Hold  12 (12.90%)
 20 (9.95%) Reduce  0 (0.00%)

Source: Commerzbank Research

 
 
In respect to Article 4 of ESMA MAR, for an overview of recommendations made in the previous 12 months on any instrument or issuer covered in this report as well
as an overview of all recommendations made by the producer(s) of this report in the previous 12 months, please follow this link. For recommendations on equities
from our Technical Analysis team please follow this link.
This document has been created and published by the Research department within the Corporate Clients division of Commerzbank AG, Frankfurt/Main or
Commerzbank’s branch offices mentioned in the document. Commerzbank AG is a provisionally registered swap dealer with the CFTC.
If this report includes an analysis of one or more equity securities, please note that the author(s) certify that (a) the views expressed in this report accurately
reflect their personal views; and (b) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views
expressed by them contained in this document. The research analyst(s) named on this report are not registered / qualified as research analysts with FINRA.
Such research analyst(s) may not be associated persons of Commerz Markets LLC and therefore may not be subject to FINRA Rule 2241 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.
It has not been determined in advance whether and in what intervals this document will be updated. Unless otherwise stated current prices refer to the most recent
trading day’s closing price or spread which may fluctuate.
Conflicts of interest
Disclosures of potential conflicts of interest relating to Commerzbank AG, its affiliates, subsidiaries (together “Commerzbank”) and its relevant employees with respect
to the issuers, financial instruments and/or securities forming the subject of this document valid as of the end of the month prior to publication of this document*:

3. Information on any company that owns more than 3% of the share capital of Commerzbank (calculated as required by EU regulations), can be found here: https://
www.commerzbank.de/en/hauptnavigation/aktionaere/aktie/aktionaersstruktur/aktionaere.html

4. Commerzbank AG acts as designated sponsor, broker and/or consultant for Indus Holding AG
12. Commerzbank is market maker in the financial instruments/securities issued by Indus Holding AG
Please refer to the following link for disclosures on companies included in compendium reports or disclosures on any company covered by Commerzbank analysts:
https://commerzbank.bluematrix.com/sellside/Disclosures.action*
* Updating this information may take up to ten days after month end.
Ratings and definitions
Commerzbank Research fundamental equity analysts rate the shares of the companies they cover on total return basis using a twelve-month horizon. Stocks showing
implied total return potential of more than 20% are rated Buy. Stocks showing implied total return of more than 0% but less than 20% are rated Hold. Stocks showing
implied downside on a total return basis (<0%) are rated Reduce.

Summary of the equity rating system:

Buy: +20 %

Hold: 0-20%
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Reduce: <0%
Explanation of valuation parameters and risk assessment
Unless otherwise stated in the text of the financial analysis/investment research, target prices in the publication are based on either a discounted cash flow valuation
and/or comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this fundamental valuation
is adjusted to reflect the analyst's views on the likely course of investor sentiment. Whichever valuation method is used there is a significant risk that the target price
will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s
products. Such demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, from changes in social values.
Valuations may also be affected by changes in taxation, in exchange rates and, in certain industries, in regulations. Investment in overseas markets and instruments
such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, political and social conditions.

Disclaimer

This document is for information purposes only and does not take into account specific circumstances of any recipient. The information contained herein does not
constitute the provision of investment advice. It is not intended to be and should not be construed as a recommendation, offer or solicitation to acquire, or dispose
of, any of the financial instruments and/or securities mentioned in this document and will not form the basis or a part of any contract or commitment whatsoever.
Investors should seek independent professional advice and draw their own conclusions regarding suitability of any transaction including the economic benefits, risks,
legal, regulatory, credit, accounting and tax implications.
The information in this document is based on public data obtained from sources believed by Commerzbank to be reliable and in good faith, but no representations,
guarantees or warranties are made by Commerzbank with regard to accuracy, completeness or suitability of the data. Commerzbank has not performed any independent
review or due diligence of publicly available information regarding an unaffiliated reference asset or index. The opinions and estimates contained herein reflect the
current judgement of the author(s) on the date of this document and are subject to change without notice. The opinions do not necessarily correspond to the opinions
of Commerzbank. Commerzbank does not have an obligation to update, modify or amend this document or to otherwise notify a reader thereof in the event that any
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.
This communication may contain trading ideas where Commerzbank may trade in such financial instruments with customers or other counterparties. Any prices
provided herein (other than those that are identified as being historical) are indicative only, and do not represent firm quotes as to either size or price. The past
performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or issuer described herein would yield
favourable investment results. Any forecasts or price targets shown for companies and/or securities discussed in this document may not be achieved due to multiple
risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information and/or the subsequent
transpiration that underlying assumptions made by Commerzbank or by other sources relied upon in the document were inapposite.
Commerzbank and or its affiliates may act as a market maker in the instrument(s) and or its derivative that has been mentioned in our research reports. Employees
of Commerzbank and or its affiliates may provide written or oral commentary, including trading strategies, to our clients and business units that may be contrary to the
opinions conveyed in this research report. Commerzbank may perform or seek to perform investment banking services for issuers mentioned in research reports.
Neither Commerzbank nor any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for any expense, loss or damages
arising out of or in any way connected with the use of all or any part of this document.
Commerzbank may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Commerzbank endorses,
recommends or approves any material on the linked page or accessible from it. Commerzbank does not accept responsibility whatsoever for any such material, nor
for any consequences of its use.
This document is for the use of the addressees only and may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for
any purpose, without the prior, written consent of Commerzbank. The manner of distributing this document may be restricted by law or regulation in certain countries,
including the United States. Persons into whose possession this document may come are required to inform themselves about and to observe such restrictions. By
accepting this document, a recipient hereof agrees to be bound by the foregoing limitations.
Additional notes to readers in the following countries:
Germany: Commerzbank AG is registered in the Commercial Register at Amtsgericht Frankfurt under the number HRB 32000. Commerzbank AG is supervised by
both the German regulator, Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin), Graurheindorfer Strasse 108, 53117 Bonn, Marie-Curie-Strasse 24-28, 60439
Frankfurt am Main and the European Central Bank, Sonnemannstrasse 20, 60314 Frankfurt am Main, Germany.
United Kingdom: This document has been issued or approved for issue in the United Kingdom by Commerzbank AG London Branch. Commerzbank AG, London
Branch is authorised by Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin), and the European Central Bank and is subject to limited regulation by the Financial
Conduct Authority and Prudential Regulation Authority. Details on the extent of our regulation by the Financial Conduct Authority and Prudential Regulation Authority
are available from us on request. This document is directed exclusively to eligible counterparties and professional clients. It is not directed to retail clients. No persons
other than an eligible counterparty or a professional client should read or rely on any information in this document. Commerzbank AG, London Branch does not deal
for or advise or otherwise offer any investment services to retail clients.
United States: This document has been approved for distribution in the US under applicable US law by Commerz Markets LLC (‘Commerz Markets’), a wholly owned
subsidiary of Commerzbank AG and a US registered broker-dealer. Any securities transaction by US persons must be effected with Commerz Markets, and transaction
in swaps with Commerzbank AG. Under applicable US law; information regarding clients of Commerz Markets may be distributed to other companies within the
Commerzbank group. This research report is intended for distribution in the United States solely to “institutional investors” and “major U.S. institutional investors,” as
defined in Rule 15a-6 under the Securities Exchange Act of 1934. Commerz Markets is a member of FINRA and SIPC. Any derivatives transaction with US persons
must be effected in accordance with the provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell
securities described herein, solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities
described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and
only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the relevant
province or territory of Canada in which such offer or sale is made. Under no circumstances is the information contained herein to be construed as investment advice
in any province or territory of Canada and is not tailored to the needs of the recipient. In Canada, the information contained herein is intended solely for distribution to
Permitted Clients (as such term is defined in National Instrument 31-103) with whom Commerz Markets LLC deals pursuant to the international dealer exemption. To
the extent that the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory
of Canada, any trades in such securities may not be conducted through Commerz Markets LLC. No securities commission or similar regulatory authority in Canada
has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities described herein and any representation
to the contrary is an offence.
European Economic Area: Where this document has been produced by a legal entity outside of the EEA, the document has been re-issued by Commerzbank AG,
London Branch for distribution into the EEA.
Singapore: This document is furnished in Singapore by Commerzbank AG, Singapore branch. It may only be received in Singapore by an institutional investor or an
accredited investor as respectively defined in section 4A of the Securities and Futures Act, Chapter 289 of Singapore (“SFA”) pursuant to section 274 or section 275
(as applicable) of the SFA. Nothing in this document constitutes accounting, legal, regulatory, tax, financial or other advice and/or recommendations to the recipient
of this communication. Further, the communication/information provided herein does not constitute a “financial advisory service” within the meaning of the Financial
Advisers Act, Chapter 110 of Singapore (“FAA”) and therefore, the regulatory requirements and duties that may be owed to a client pursuant to or in connection with
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the FAA are not applicable to the recipient in connection with this communication. Recipients are advised to seek independent advice from their own professional
advisers about the information discussed herein.
Hong Kong: This document is furnished in Hong Kong by Commerzbank AG, Hong Kong Branch, and may only be received in Hong Kong by ‘professional investors’
within the meaning of the Securities and Futures Ordinance (Cap.571) of Hong Kong and any rules made there under, and persons whose ordinary business is to
buy or sell shares or debentures.
Japan: This information and its distribution do not constitute and should not be construed as a "solicitation" under the Financial Instrument Exchange Act (FIEA). This
information may be distributed from Commerzbank international branches outside Japan solely to "professional investors" as defined in Section 2(31) of the FIEA
and Section 23 of the Cabinet Ordinance Regarding Definition of Section 2 of the FIEA. Please note that Commerzbank AG, Tokyo Branch has not participated in
its preparation. Not all financial or other instruments referred to in this information are available within Japan. You should contact the Corporate Clients division of
Commerzbank AG for inquiries on availability of such instruments.
Australia: Commerzbank AG does not hold an Australian financial services licence. This document is being distributed in Australia to wholesale customers pursuant
to an Australian financial services licence exemption for Commerzbank AG under Class Order 04/1313. Commerzbank AG is regulated by Bundesanstalt für
Finanzdienstleistungsaufsicht (BaFin) under the laws of Germany which differ from Australian laws.
People’s Republic of China (PRC): This document is furnished by Commerzbank AG and is only intended for institutions that are eligible for financial transactions.
No-one else may rely on any information contained within this document. Any derivative transactions by PRC persons may only be entered into by PRC financial
institutions which are permitted to conduct derivatives business in the PRC and have obtained all necessary regulatory approvals in the PRC.
© Commerzbank AG 2019. All rights reserved. Version 9.27
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