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Business description
Gas heating components and smart
gas and water meters

Q1 SHOWS STRONG GROWTH

The Q1 results from SIT showed strong growth benefiting from the Janz
acquisition and showing good recovery in key elements of the heating
business. Historically SIT has enhanced both market share and margins
through constant product development and these results saw growth in fan
products and C&I metering driven by new product introductions. A
stronger outlook statement is encouraging and we have made a modest
increase to our FY 21 forecasts resulting in a small increase in our base case
valuation which rises to €11.7 from €11.5.

Underlying sales growth of c.20%

SIT has reported its Q1 results for the period to 31 March 2021. These show strong
headline growth in revenues, up 26.2% to €92.7m. This growth was partly driven by the
first-time consolidation of the Janz water metering acquisition which added €4.8m of
sales. Adjusting for this, underlying growth was still strong at 19.7% with heating
showing sales up 25%, 28.5% adjusted for forex. EBITDA grew 69% to €15.1m with
margin improving from 12.1% to 16.2%. This was despite operating costs increasing as
a result of new hiring and logistics costs and has benefited from underlying efficiencies,
mix changes and pricing improvements. The company benefited from a one-off tax gain
of €1.8m resulting from a patent box ruling but even before this the net income margin
grew from 5.3% to 8.0%.

COVID bounce and new products help growth

Heating has seen the strongest growth as key segments emerge from COVID related
slow downs. North America in particular saw sales up 44.3% with direct heating up 56%
and storage water heating up 54%. Italy saw heating grow by 23.4% as new products
were introduced to the market with fans up 39%. The gas metering market was broadly
flat with residential meters declining by 3.1% but commercial and industrial meters up
61% as a new generation of product families gained traction.

Our base case valuation modestly raised to €11.7
SIT has improved guidance with the company now expecting low double-digit growth

9
g in FY 21. We have modestly increased our forecasts for the year to reflect this with
;’ revenue increasing to €354m from €344m and EBITDA to €46.1m from €45.5m. Our
c DCF derived base case valuation sees a small rise to €11.7 from €11.5 as a result.
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0 €,000 Dec 2019a 2020a 2021e 2022e 2023e 2024e
May Nowv May Nowv
Sales 352,207 320,731 353,838 354,215 368,724 380,663
Price Relative EBITDA 48,720 43,622 46,114 48,560 52,892 56,661
PBT 21,320 15,991 16,651 17,948 21,332 24,087
Prod di iati ith: EPS 81.0 53.6 56.0 58.2 68.3 76.1
roduced In association with: CFPS 40.3 -61.0 87.3 96.1 117.0 128.7
DPS 14.0 28.0 29.4 30.9 32.4 34.0
VENT (Nceats'fsbt 78,421 115,800 105,356 92,477 74,440 53,559
Debt/EBITDA 1.6 2.7 2.3 1.9 1.4 0.9
P/E 9.3 14.1 13.5 13.0 11.0 9.9
=] -
Lap]_t al Markets EV/EBITDA 5.5 7.0 6.6 6.3 5.8 5.4
EV/sales 0.8 0.9 0.9 0.9 0.8 0.8
Nigel Robinson FCF yield 5.3% -8.1% 11.6% 12.7% 15.5% 17.1%
+44 20 3519 8451 Div yield 1.9% 3.7% 3.9% 4.1% 4.3% 4.5%

nrobinson@enventcapitalmarkets.uk

This is a marketing communication. It has not been prepared in accordance with legal requirements designed to promote the independence of
investment research and is not subject to any prohibition of dealing ahead of the dissemination of investment research. However, Longspur Research
has put in place procedures and controls designed to prevent dealing ahead of marketing communications. For institutional clients use only. Please see
important regulatory disclaimers and disclosures at the end of this note.
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FINANCIAL MODEL

Profit and Loss Account

€ '000, DEC 2019a 2020a 2021e 2022e 2023e 2024e
Turnover

Heating 265,646 249,003 274,912 272,409 277,857 283,414
Smart Gas Metering 89,318 68,634 56,172 56,172 61,789 64,261
Smart Water Metering 0 0 19,530 22,434 25,770 29,602
Other -2,757 3,094 3,225 3,201 3,308 3,387
Total 352,207 320,731 353,838 354,215 368,724 380,663
Operating profit

Heating 15,313 14,125 14,021 13,893 15,282 17,005
Smart Gas Metering 9,420 5,491 4,494 5,055 6,179 6,426
Smart Water Metering 0 0 2,100 2,580 3,092 3,552
Other 0 0 0 0 0 0
Operating profit 24,733 19,616 20,614 21,528 24,553 26,983
P&L Account 2019a 2020a 2021e 2022e 2023e 2024e
Turnover 352,207 320,731 353,838 354,215 368,724 380,663
Operating Profit 24,733 19,616 20,614 21,528 24,553 26,983
Investment income -20 0 0 0 0 0
Net Interest -3,393 -3,625 -3,963 -3,580 -3,221 -2,896
Pre Tax Profit (UKSIP) 21,320 15,991 16,651 17,948 21,332 24,087
Goodwill amortisation 0 0 0 0 0 0
Exceptional Items 0 0 0 0 0 0
Pre Tax Profit (FRS3) 21,320 15,991 16,651 17,948 21,332 24,087
Tax -1,392 -2,766 -2,831 -3,590 -4,480 -5,299
Post tax exceptionals 0 0 0 0 0 0
Minorities 0 0 0 0 0 0
Net Profit 19,928 13,225 13,821 14,358 16,852 18,788
Dividend -6,969 -3,476 -7,136 -7,259 -7,629 -8,000
Retained 12,959 9,749 6,685 7,099 9,223 10,788
EBITDA 48,720 43,622 46,114 48,560 52,892 56,661
EPS (c) (UKSIP) 81.02 53.56 55.97 58.15 68.25 76.09
EPS (c) (FRS3) 81.02 53.56 55.97 58.15 68.25 76.09
FCFPS (c) 40.26 -61.01 87.25 96.06 117.00 128.70
Dividend (c) 14.00 28.00 29.40 30.90 32.40 34.00

Source: Company data, Longspur Research estimates
KEY POINTS

e FY 21 sees first year of contribution from Janz

e FY 22 broadly flat as COVID and metering programme delays linger

e FY 23 sees gas heating and metering sales recover to pre-COVID levels

e Some margin depression remains in FY 22

e Impact of Tunisian manufacturing improves gross margins from FY 23 onwards
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Balance Sheet

€ '000, DEC 2019a 2020a 2021e 2022e 2023e 2024e

Fixed Asset Cost 284,822 319,738 339,637 360,034 377,440 395,281
Fixed Asset - - - - - -
Depreciation 205,504 229,510 255,010 282,042 310,380 340,058
Net Fixed Assets 79,317 90,228 84,627 77,992 67,060 55,224
Goodwill 78,138 98,070 98,070 98,070 98,070 98,070
Other intangibles 59,125 52,569 52,569 53,369 53,369 53,369
Investments 54 326 326 326 326 326
Stock 51,126 56,502 60,815 60,880 63,374 65,426
Trade Debtors 57,176 65,518 68,621 68,694 71,507 73,823
Other Debtors 21,624 26,293 26,293 26,293 26,293 26,293
Trade Creditors -73,331 -72,203 -77,777 -77,860 -81,049 -83,674
Other Creditors <1yr -20,525 -21,777 -21,777 -21,777 -21,777 -21,777
Creditors >1yr -16,374 -15,670 -15,670 -15,670 -15,670 -15,670
Provisions -4,142 -4,740 -4,740 -4,740 -4,740 -4,740
Pension -6,201 -6,095 -6,095 -6,095 -6,095 -6,095
Capital Employed 225,987 269,021 265,261 259,481 250,668 240,574
Cash etc 34,064 42,328 1,230 3,450 11,894 24,142
Borrowing <1yr 23,318 51,542 10,659 9,593 8,633 7,770
Borrowing >1yr 89,167 106,586 95,927 86,335 77,701 69,931
Net Borrowing 78,421 115,800 105,356 92,477 74,440 53,559
Share Capital 96,152 96,152 96,152 96,152 96,152 96,152
Share Premium 10,360 9,586 9,586 9,586 9,586 9,586
Retained Earnings 14,228 13,225 19,910 27,009 36,232 47,020
Other 26,826 34,258 34,258 34,258 34,258 34,258
Minority interest 0 0 0 0 0 0
Capital Employed 225,987 269,021 265,261 259,481 250,668 240,574
Net Assets 147,566 153,221 159,905 167,004 176,227 187,015
Total Equity 147,566 153,221 159,905 167,004 176,227 187,015

Source: Company data, Longspur Research estimates
KEY POINTS

e Net fixed assets expand with Tunisian development and Janz acquisition
e Working capital driven by turnover with slight margin on historic ratios
e Borrowing increases in FY 21 with Janz acquisition

e Refinancing assumed in FY 23
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Cashflow
€ '000, DEC 2019a 2020a 2021e 2022e 2023e 2024e
Operating profit 24,733 19,616 20,614 21,528 24,553 26,983
Depreciation 24,007 24,006 25,500 27,031 28,338 29,678
Provisions 0 0 0 0 0 0
Other 201 3,939 0 0 0 0
Working capital -11,180 -13,964 -1,906 -814 -3,008 -2,563
Operating cash flow 37,761 33,597 44,208 47,746 49,883 54,098
Tax paid -4,894 -6,315 -2,766 -2,831 -3,590 -4,480
Capex (less disposals) -22,220 -13,316  -19,899 -20,396 -17,406 -17,841
Investments -743 -29,029 0 -800 0 0
Net interest -2,728 -1,743 -3,963 -3,580 -3,221 -2,896
Net dividends -6,969 -3,476 -7,136 -7,259 -7,629 -8,000
Residual cash flow 207  -20,282 10,444 12,879 18,036 20,881
Equity issued -685 -775 0 0 0 0
Change in net borrowing -4,298 37,379 -10,444 -12,879 -18,036 -20,881
Adjustments 3,209 -16,782 0 0 0 0
Total financing -1,774 19,822 -10,444 -12,879 -18,036  -20,881

Source: Company data, Longspur Research estimates
KEY POINTS

e Working capital remains negative as company experiences continued growth
across forecast period

e Capex remains high as company continues to invest

e Additional Capex spend on Tunisia in FY 21 and FY 22

e FY20 shows Janz acquisition cost in investments
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Equity Research Disclaimers

Non-independent research

This report has been commissioned by the issuer and prepared and issued by Longspur Research, in consideration of a fee payable by the issuer. It is Non-
Independent Research and a marketing communication under the FCA’s Conduct of Business Rules. It is not Investment Research as defined by the FCA’s
Rules and has not been prepared in accordance with legal requirements designed to promote Investment Research independence and is also not subject
to any legal prohibition on dealing ahead of the dissemination of Investment Research. We do not hold out this research material as an impartial
assessment of the values or prospects of the company.

Notwithstanding this, Longspur Research has procedures in place to manage conflicts of interest which may arise in the production of Research, which
include measures designed to prevent dealing ahead of Research.

Minor non-monetary benefit

This Research is a minor non-monetary benefit as set out in Article 12 (3) of the Commission Delegated Directive (EU) 2017/593. The Research is paid for
by a corporate client of Longspur Research) and can be distributed free of charge.

Copyright

Copyright 2019 Longspur Capital. This Communication is being supplied to you solely for your information and may not be reproduced, redistributed or
passed to any other person or published in whole or in part for any purpose without the prior consent of Longspur Research. Additional information is
available upon request.

Regulated by the FCA

Longspur Research Longspur Research is a trading name of Longspur Capital Limited, authorised and regulated by the Financial Conduct Authority (FRN
839313). Longspur Capital is registered in England, company number 11011596.

No warranty as to accuracy or completeness

All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not
guarantee the accuracy or completeness of this report and have not sought for this information to be independently verified.

Opinions contained in this report represent those of the Longspur Research analyst at the time of publication. Forward-looking information or statements
in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore
involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter
to be materially different from current expectations. No representation or warranty is made as to the accuracy or completeness of the information included
in this Research and opinions expressed may be subject to change without notice. Longspur Research does not undertake any obligation to revise such
forward-looking statements to reflect the occurrence of unanticipated events or changed circumstances.

This report is solely for informational purposes and is not intended to be used as the primary basis of investment decisions. Longspur Research has not
assessed the suitability of the subject company for any person. Because of individual client requirements, it is not, and it should not be construed as, advice
designed to meet the particular investment needs of any investor. This report is not an offer or the solicitation of an offer to sell or buy any security.

Longspur Research has no authority whatsoever to make any representation or warranty on behalf of any of its corporate finance clients, their shareholders
or any other persons similarly connected.

Information purposes only

This Research is designed for information purposes only. Neither the information included herein, nor any opinion expressed, are deemed to constitute
an offer or invitation to make an offer, to buy or sell any financial instrument or any option, futures or other related derivatives. Investors should consider
this Research as only a single factor in making any investment decision. This Research is published on the basis that Longspur Research is not acting in a
fiduciary capacity. It is also published without regard to the recipient’s specific investment objectives of recipients and is not a personal recommendation.
The value of any financial instrument, or the income derived from it, may fluctuate.

Take own advice

The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should
not be construed by any subscriber or prospective subscriber as Longspur Research’s solicitation to effect, or attempt to effect, any transaction in a security.
The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

Longspur Research may have a position

At any time, Longspur Research or its employees may have a position in the securities and derivatives (including options or warrants) of the companies
researched and this may impair the objectivity of this report. Longspur Research may act as principal in transactions in any relevant securities, or provide
advisory or other services to any issuer of relevant securities or any company connected therewith.

Only for eligible counterparties and professional clients. Not for retail

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to
investments, i.e. investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 of the FPO
and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to
such persons. It is not intended that this document be distributed or passed on, directly or indirectly, to any other class of persons and in any event and
under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will such persons be able to
purchase shares in the placing).
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MAR Formal disclosure of conflicts

This report has been commissioned by the issuer and prepared and issued by Longspur Research in consideration of a fee payable by the issuer. Fees are
paid upfront in cash without recourse. A draft has been sent to the issuer for comment and it has been appropriately amended.

Neither Longspur Research nor the analyst have any holdings in the issuer. Longspur Research may from time to time provide the issuer with of
consultancy advice.

See webpage for additional MAR disclosures.
GDPR

For further information about the way we use your personal data please see our Third Party Privacy Notice www.longspurresearch/privacy/ or at such
other place as we may provide notice of from time to time. We may contact you about industry news, offers and information relating to our products and
services which we think would be of interest to you. You can tell us you do not wish to receive such communications by emailing

michelle.elsmore@longspur.com.

Laven Consulting Limited (incorporated and registered in England and Wales with company number 10918441) (“Laven”) acting through its Paris branch
located at 128 Rue La Boetie 75008, Paris, France as designated representative of Two Sigma Investments LP (“Company”), in accordance with art. 277 of
the General Data Protection Regulation (the Regulation (EU) 2016/679) (“GDPR”). The Company has mandated Laven to be the European representative
of the Company with regards to any communications or enquiry from the Supervisory Authority and/or data subjects on all issues related to the processing
of personal data. Please contact Laven on info@eurorep.eu; the postal address is FAO EuroRep, ¢/o Laven Partners, 128 Rue La Boetie 75008, Paris,
France. When contacting Laven regarding the Company please quote the name of the company and the Ref: 0085.

Severability Applicable law

Exclusion of Liability: To the fullest extent allowed by law, Longspur Research shall not be liable for any direct, indirect or consequential losses, loss of
profits, damages, costs or expenses incurred or suffered by you arising out or in connection with the access to, use of or reliance on any information
contained on this note.

Longspur Research Longspur Capital

10 Castle Street, 20 North Audley Street,
Edinburgh. EH2 3AT London. W1iK 6WE
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