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Price (Eu): 11.42
Target Price (Eu): 14.80

4Q in line with our expectations. B&C netrevenues came to Eu10.7mnin 4Q (+7.6% YoY)
vs. Eu10.5mn expected thanks fo the contribution of new acquisition Eighteen Sound
for 20 days (Eu0.9mn contribution). On a comparable basis, revenues would have been
flattish in 4Q. EBITDA adjusted for non-recurring items related to the acquisition came to
Eu2.4mn (22.4% margin, +30bps YoY), in line with our estimate. Finally, net income
reached Eul.5mn, substantially in line with 4Q16 when adjusted for non-recurring costs.
Asia and LatAm back to growth. The revenue growth achieved in 2017 (+4.9% YoY,
+2.5% organic) was mainly driven by growth in the European market, which saw an
increase of +9% for turnover of Eu19mn (47% of the total figure). Asia returned to growth
in 2017 (+4% YoY), as did the Latin American market (+9% YoY), which benefitted from
the recovery in the Braziian economy. On the other hand, the lItalian and North
American markets saw sales down by 8% and 3% YoY respectively. Net debt as af year
end was Eué6.7mn, down from a net cash position of Eu7.1mnin 2016, mainly due to the
outlay for ordinary and extraordinary dividends (Eu10.9mn in total) and the acquisition
of Eighteen Sound (Eué.6mn net of the financial position). The BoD will propose payment
of a Eu0.42 DPS at the next shareholder meeting (3.5% DY at yesterday’s closing price).
Estimates raised significantly to include the Eighteen Sound acquisition. The company
said that order flows have been lively since the start of 2018: based on currently
available data, management is confident of growth in 2018 compared to the previous
year. On a comparable basis, we estimate growth at around 4% in 2018, while total
turnover is forecast to grow by 39.8% thanks to the consolidation of Eighteen Sound,
now included in our numbers. Overall, we have left our like-for-like estimates broadly
unchanged, while our total numbers increase thanks to the consolidation of Eighteen
Sound, which we project will grow at a faster pace than B&C over the next three years
to reach Eul7mn in furnover in 2020, with margins improving markedly thanks to the
infegration of the two companies. Based on our estimates, we think the acquisition will
be strongly accretive to EPS once certain cost synergies are included (mainly lower
SG&A and procurement costs). We forecast EPS accretion of 5% and 8% in 2018 and
2019 respectively.

OUTPERFORM reaffirmed; target kept at Eu14.8. Healthy order intake is expected fo
confinue to support revenue growth in the coming quarters. B&C Speakers boasts a
strong balance sheet, which will remain substantially unaffected by the Eighteen Sound
acquisition, and the company is therefore in a position to develop new applications for
speakers (acoustic tunnel warning system and tunnel lighting products). These
additional organic growth options are not yet included in our estimates, but were
included in our valuation in the last report. Our “as-is” valuation is the simple average of
a DCF and an EV/ROACE method, and yields a target price of Eu12.5 per share. We
have then added the potential value creation from the new applications, which we
quantify at Eu2.3 per share.

Key Figures 2016A 2017A 2018E 2019E 2020E
Sales (Eu mn) 38 40 55 59 62
Ebitda (Eu mn) 9 9 12 12 13
Net profit (Eu mn) 6 6 7 8 9
EPS - New (Eu) 0.556 0.566 0.681 0.735 0.792
EPS - Old (Eu) 0.556 0.597 0.648 0.684

DPS (Eu) 1.000 0.425 0.511 0.551 0.594
Ratios & Multiples 2016A 2017A 2018E 2019E 2020E
P/E 20.5 20.2 16.8 15.5 14.4
Div. Yield 8.8% 3.7% 4.5% 4.8% 5.2%
EV/Ebitda 12.7 14.2 11.1 10.3 9.5
ROCE 49.7% 39.4% 37.9% 40.0% 41.7%
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Performance Tm 3m 12m

Absolute 2.3% 4.8% 4.6%

Relative 3.7% 57% -4.5%
12 months H/L: 13.55/10.30
SHAREHOLDER DATA
No. of Ord. shares (mn): 11
Total No. of shares (mn): 11
Mkt Cap Ord (Eu mn): 126
Total Mkt Cap (Eu mn): 126
Mkt Float - ord (Eu mn): 56
Mkt Float (in %): 44.6%

Main shareholder:
Research & Development Int  55.4%

BALANCE SHEET DATA 2018
Book value (Eu mn): 21
BVPS (Eu): 1.88
P/BV: 6.1
Net Financial Position (Eu mn): -4
Enterprise value (Eu mn): 130
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B&C SPEAKERS - KEY FIGURES

PROFIT & LOSS (Eu mn)

PER SHARE DATA (Ev)

CASH FLOW (Eu mn)

BALANCE SHEET (Eu mn)

ENTERPRISE VALUE (Eu mn)

RATIOS(%)

GROWTH RATES (%)

* Excluding extraordinary items

Source: Intermonte SIM estimates
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B&C Speakers - 4Q results

Eu mn 4Q16A 4Q17A YoY 4Q17E
Net sales 9.9 10.7 7.6% 10.5
EBTDA 2.2 21 -2.6% 24
Ebitda margin =~ 22.1% 20.0% 22.8%
D&A (0.3) (0.2) (0.3)
Prov isions 0.1 0.0 0.0
EBIT 2.0 1.9 -4.6% 21
Ebit margin  19.9% 17.7% 20.3%
Net financials 0.3 (0.1) 0.0
Pre tax profit 2.2 1.7 -22.3% 2.2
Taxes (0.5) (0.2) (0.3)
Net Profit 1.8 1.5 -14.4% 1.8
Exchange rate 0.0 0.0 0.0
Group Net Profit 1.8 15 -14.4% 1.8
Net margin 17.8% 14.2% 17.6%

Source: Company data (A) and Intermonte SIM estimates (E)

B&C Speakers - Change in estimates

2017 Avs E 2018E 2019E
(Eu mn) New Old o New Old Yo New old o
Net Sales 40.3 40.1 0.4% 55.4 1.9 32.4% 58.5 43.7 34.0%
EBTDA 9.3 9.6 -2.7% 11.6 10.2 13.9% 12.4 10.7 16.0%
EBITDAmargin ~ 23.2% 23.9% 21.0% 24.4% 21.3% 24.6%
EBIT 8.5 8.7 -2.8% 10.2 9.4 9.5% 11.0 9.9 11.9%
EBIT margin =~ 21.1% 21.8% 18.5% 22.4% 18.9% 22.6%
Pre tax profit 8.5 8.9 10.1 9.5 10.9 10.0
Group Net Profit 6.2 6.6 -5.2% 75 7.1 5.0% 8.1 7.5 7.5%
Net Cash -6.7 20 nm -4.3 3.6 nm -2.6 5.1 nm

Source: Intermonte SIM estimates
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Peer Group - Absolute Performances

APPENDIX

Eighteen Sound acquisition

Eighteen Sound acquisition. In December 2017, B&C Speakers completed the acquisition of 100%
of the share capital of Eighteen Sound, a company previously owned by Landi Renzo and active
in the sector of professional loudspeaker production via the 18 Sound and Ciare brands.

Financials and valuation. In 2016, the company registered turnover of around Eul12.6mn and
EBITDA of Eu0.9mn (6% margin). The final price paid for the acquisition was Eu7.4mn, or Eu6.6mn
net of the net financial position of the company. The multiple paid (5.5x EV/EBITDA on 2017
forecast) is reasonable and is much lower than the 11.5x the company is currently frading af. As
at year-end 2018, net debt/EBITDA would be around 0.3x, an easily sustainable level that leaves
room for further acquisitions and the development of new products.

Strong industrial rationale. The acquisition of Eighteen Sound has a strong industrial rationale in
our view as it will allow the company to expand its offering thanks to the complementarity of the
speakers produced by the two companies, which now will range from Pro-Audio fo home
entertainment, hi-fi and car audio. In the short term, we expect that the acquisition will enable
the company fo seize important cost synergies thanks to centralized procurement and lower
SGA, while in the medium ferm the acquisition will enable the company to exploit B&C's
commercial network in order to achieve significant revenue synergies, as well fo opfimise the
organization of production through a more efficient segmentation of the offering and of the
manufacturing plants.

Highly EPS accretive. We project Eighteen Sound growing at a faster pace than B&C rate over
the next three years to reach turnover of Eu17mnin 2020, with margins improving markedly thanks
to the integration of the two companies. Based on our estimates, we think the acquisition will be
sfrongly accretive to EPS once some cost synergies are included (mainly lower SG&A and
procurement costs). We forecast EPS accretion of 7% and 9% in 2018 and 2019 respectively.

Stock Price Ccy Mkt cap ™ 3M 6M YTD 1Y 2y
B&C SPEAKERS 11.42 EUR 126 2.3% 4.8% -8.1% 4.7% 4.6% 50.3%
DOLBY 64.05 usb 6,631 2.9% 2.9% 10.1% 3.3% 25.2% 54.6%
DTS usbD
HARMAN INT usD
Mean performance 2.6% 3.8% 1.0% 4.0% 14.9% 52.4%
Italy FTSE Mib 22,289.1 EUR -1.7% 0.4% -1.1% 2.0% 10.5% 20.7%
Source: FactSet
Peer Group - Multiple Comparison
. EV/Sales EV/Sales | EV/Ebitda EV/Ebitda  EV/Ebit EV/Ebit P/E P/E Div Yield
Stock Price Ccy Mkt cap
2018 2019 2018 2019 2018 2019 2018 2019 2018
B&C SPEAKERS 11.42 EUR 126 23 2.2 1.1 10.3 12.7 11.6 16.8 15.5 4.5%
DOLBY 64.05 usb 6,631 4.8 4.4 12.8 11.3 18.5 15.9 66.5 23.5 1.0%
DTS usb
HARMAN INT usb
Median 4.8 4.4 12.8 1.3 18.5 15.9 66.5 23.5 1.0%
Source: Infermonte SIM estimates for covered companies, FactSet consensus estimates for peer group
DETAILS ON STOCKS RECOMMENDATION

Stock NAME B&C SPEAKERS

Current Recomm: OUTPERFORM Previous Recomm: OUTPERFORM

Current Target (Eu): 14.80 Previous Target (Eu): 14.80

Current Price (Eu): 11.42 Previous Price (Eu): 11.44

Date of report: 26/03/2018 Date of last report: 24/11/2017

Div Yield
2019
4.8%
1.0%

1.0%
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IMPORTANT DISCLOSURES

The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein and of any its parts is strictly prohibited. None of the contents of this document may be shared with third parties without
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investment or service to which this report may relate will not be made available to Non-Institution.

The information and data in this report have been obtained from sources which we believe to be reliable, although the accuracy of these cannot be guaranteed by the Intermonte. In the event that there be any doubt as to their reliability, this
will be clearly indicated. The main purpose of the report is to offer up-to-date and accurate information in accordance with regulations in force covering “recommendations” and is not intended nor should it be construed as a solicitation to buy
or sell securities.

This disclaimer is constantly updated on Intermonte’s website www.intermonte.it under DISCLOSURES. Valuations and recommendations can be found in the text of the most recent research and/or reports on the companies in question. For a
list of all recommendations made by Intermonte on any financial instrument or issuer in the last twelve months consult the PERFORMANCE web page.

ANALYST CERTIFICATION

For each company mentioned in this report the respective research analyst hereby certifies that all of the views expressed in this research report accurately reflect the analyst's personal views about any or all of the subject issuer (s) or securities.
The analyst (s) also certify that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation or view in this report.

The analyst (s) responsible for preparing this research report receive(s) compensation that is based upon various factors, including Intermonte’s total profits, a portion of which is generated by Intermonte’s corporate finance activities, although
this is minimal in comparison to that generated by brokerage activities.

Intermonte’s internal procedures and codes of conduct are aimed to ensure the impartiality of its financial analysts. The exchange of information between the Corporate Finance sector and the Research Department is prohibited, as is the
exchange of information between the latter and the proprietary equity desk in order to prevent conflicts of interest when recommendations are made.

GUIDE TO FUNDAMENTAL RESEARCH

The main methods used to evaluate financial instruments and set a target price for 12 months after the investment recommendation are as follows:

= Discounted cash flow (DCF) model or similar methods such as a dividend discount model (DDM)

= Comparison with market peers, using the most appropriate methods for the individual company analysed: among the main ratios used for industrial sectors are price/ earnings (P/E), EV/EBITDA, EV/EBIT, price /sales.

= Retumn on capital and multiples of adjusted net book value are the main methods used for banking sector stocks, while for insurance sector stocks return on allocated capital and multiples on net book value and embedded portfolio value
are used

= For the utilities sector comparisons are made between expected returns and the return on the regulatory asset base (RAB)

Some of the parameters used in evaluations, such as the risk-free rate and risk premium, are the same for all companies covered, and are updated to reflect market conditions. Currently a risk-free rate of 2.5% and a risk premium of 5.0% are

being used.

Frequency of research: quarterly.

Reports on all companies listed on the S&PMIB40 Index, most of those on the MIDEX Index and the main small caps (regular coverage) are published at least once per quarter to comment on results and important newsflow.

A draft copy of each report may be sent to the subject company for its information (without target price and/or recommendations), but unless expressly stated in the text of the report, no changes are made before it is published.

Explanation of our ratings system:

BUY: stock expected to outperform the market by over 25% over a 12 month period;

OUTPERFORM: stock expected to outperform the market by between 10% and 25% over a 12 month period;

NEUTRAL: stock performance expected at between +10% and — 10% compared to the market over a 12 month period ;

UNDERPERFORM: stock expected to underperform the market by between -10% and -25% over a 12 month period;

SELL: stock expected to underperform the market by over 25% over a 12 month period.

Prices: The prices reported in the research refer to the price at the close of the previous day of trading

CURRENT INVESTMENT RESEARCH RATING DISTRIBUTIONS
Intermonte SIM is authorised by CONSOB to provide investment services and is listed at n° 246 in the register of brokerage firms. As at 29 December 2017 Intermonte’s Research Department covered 150 companies.
Intermonte’s distribution of stock ratings is as follows:

BUY: 12,99 %
OUTPERFORM: 42,86 %
NEUTRAL: 38,96 %
UNDERPERFORM 05,19 %
SELL: 00,00 %

The distribution of stock ratings for companies which have received corporate finance services from Intermonte in the last 12 months (44 in total) is as follows:

BUY: 1429 %

OUTPERFORM: 5510 %

NEUTRAL: 30,61 %

UNDERPERFORM 00,00 %

SELL: 00,00 %
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Intermonte SIM SpA holds net long or short positions in excess of 0.5% of the overall share capital in the following issuers:
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