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Limited visibility weighs on re-rating

Profitability and cash generation touch better than expected in 4Q22A

SIT unveiled yesterday its FY22A results, which were touch better than expected
in terms of profitability and cash generation. As a reminder, the company already
disclosed preliminary core sales, highlighting an YoY increase of c.10% in the last
quarter and 3% in the full year to €388m, above our expectations and company’s
guidance. In detail, 4Q sales i) in the heating division came out at €80m, implying
an YoY growth of c.4%, ii) in gas metering were €15.4m (+47% YoY) and iii) in water
metering were €6m (+29% YoY). At the profitability level, adj. EBITDA margin
stood at 12.0%, above our estimate pointing to 11.8%. This implies adj. EBITDA of
€47m in the full year (-8% YoY) and €11.5m in the last quarter (+24% YoY, 11.2%
margin). Guidance was for FY adj. EBITDA margin slightly below 12% (revised
downwards in November from 12-13%). Finally, looking at the balance sheet, the
NFP improved to €131m from €139m as of 9M22. Cash generation was therefore
touch better than our expectation pointing to NFP of €135m.

No targets provided for 2023E. Estimates overall unchanged at EBITDA level

SIT did not provide any specific targets for 2023, highlighting that “the first
months of 2023 confirm the impact of external factors that are affecting the
possibility of making reliable forecasts of yearly sales trends”. On the back of the
figures observed in 4Q22A and considering limited visibility in the evolution of the
reference market, we only fine-tuned our estimates, with no major changes at
the EBITDA level. We nevertheless reduced our EPS forecast (-9% on average in
‘23-24E) reflecting higher than expected D&A and financial expenses in ‘22A. We
introduce with this report our ‘25E figures, assuming an YoY growth of +1% in
revenues, coupled with +30bps EBITDA margin expansion, up to 13.2%. This implies
an overall 120bps margin expansion vs 2022A, also supported by a wider
involvement of the Tunisian plant in production processes. We finally expect SIT
to restart its deleveraging path, also relying on a zero dividend policy for the years
ahead, leading NFP/EBITDA to 2.3x in ‘23E and 1.0x in ‘25E, from 2.8x last year.

Regulatory uncertainties and low liquidity burden re-rating. Neutral, TP €6.80

Reflecting the rollover of our valuation and the fine-tuning of our Wacc (7.7% from
previous 7.5%) to factor in increasing interest rates, we reduce our TP to €6.80/sh.
from €7.60/sh. Despite recognizing SIT’s solid positioning in heating, leveraging a
diversified offer in high-efficiency gas solutions and cutting-edge technologies in
hydrogen-related appliances, and the exposure to the growing niche of smart
water metering, we currently do not see specific catalyst for multiple re-rating in
the short term (from current 5.3x EV/EBITDA and 10.8x P/E, on our new ‘23E
figures). In detail, in our view, the share price is currently burdened by persistent
low visibility on customers’ de-stocking, regulatory uncertainties, waiting for the
final text of the EPDB revision which may materially impact demand in the
reference market, and financial markets’ volatility, representing an headwind for
less liquid stock. Considering these factors, while waiting for the disclosure of
company’s targets and monitoring in the next quarters delivery on our growth
projections, we confirm our Neutral rating on SIT.
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2022 2023E 2024E 2025E
EPS Adj (€) 0.44 048 0.62 0.67
DPS (€) 0 0 0 0
BVPS (€) 6.62 7.10 7.72 8.39
EV/Ebitda(x) 8.6 5.3 4.4 3.7
P/E adj (x) 16.9 10.8 8.4 7.7
Div.Yield(%) 0.0%  0.0% 0.0% 0.0%
OpFCF Yield(%) -4.0%6  7.8% 11.7% 13.5%
Market Data
Market Cap (€m) 131
Shares Out (m) 25
SIT Technologies (%) 75%
Free Float (%) 23%
52 week range (€) 8.58-5.18
Rel Perf vs DJGL Italy DJ Total Market Italy (%)
-1im -11.3%
-3m -20.2%
-12m -40.4%
21dd Avg. Vol. 4,145
Reuters/Bloomberg SITT.MI / SIT IM

Source: Mediobanca Securities

IMPORTANT DISCLOSURE FOR U.S. INVESTORS: This document is prepared by Mediobanca Securities, the equity research department of Mediobanca
S.p.A. (parent company of Mediobanca Securities USA LLC (“MBUSA”)) and it is distributed in the United States by MBUSA which accepts responsibility for its
content. The research analyst(s) named on this report are not registered / qualified as research analysts with Finra. Any US person receiving this document
and wishing to effect transactions in any securities discussed herein should do so with MBUSA, not Mediobanca S.p.A.. Please refer to the last pages of this

document for important disclaimers.



SIT

Price: € 5.20

Target price: € 6.80 (from € 7.60)

MEDIOBANCA
SCCURITIES

Neutral

Valuation Matrix

Profit & Loss account (€ m) 2022 2023E 2024E 2025E Multiples 2022 2023E 2024E 2025E
Turnover 393 400 408 412 P/E Adj. 16.9 10.8 8.4 7.7
Turnover growth % 3.4% 1.8% 1.9% 1.1% P/CEPS 5.7 3.4 3.1 3.0
EBITDA 38 48 52 54 P/BV 1.1 0.7 0.7 0.6
EBITDA margin (%) 9.7% 12.0% 12.9% 13.2% EV/ Sales 0.8 0.6 0.6 0.5
EBITDA growth (%) -25.4% 25.4% 9.4% 3.6% EV/EBITDA 8.6 5.3 4.4 3.7
Depreciation & Amortization -28 -28 -28 -28 EV/EBIT 31.2 12.7 9.4 7.7
EBIT 11 20 24 26 EV/Cap. Employed 1.0 0.8 0.8 0.7
EBIT margin (%) 2.7% 5.0% 6.0% 6.3% Yield (%) 0.0% 0.0% 0.0% 0.0%
EBIT growth (%) -56.6% 90.1% 21.7% 6.5% OpFCF Yield(%) -4.0% 7.8% 11.7% 13.5%
Net Fin.Income (charges) 3 -4 -4 -4 FCF Yield (%) -8.0% 17.0% 22.2% 22.7%
Non-Operating Items 0 0 0 0
Extraordinary Items 0 0 0 0
Pre-tax Profit 14 16 20 22 Per Share Data (€) 2022 2023E 2024E 2025E
Tax -2 -4 -5 -5 EPS 0.45 0.48 0.62 0.67
Tax rate (%) 17.4% 23.0% 23.0% 23.0% EPS growth (%) 36.0% 7.5% 27.9% 8.9%
Minorities 0 0 0 0 EPS Adj. 0.44 0.48 0.62 0.67
Net Profit 11 12 15 17 EPS Adj. growth (%) -33.2% 10.6% 27.9% 8.9%
Net Profit growth (%) 36.0% 7.5% 27.9% 8.9% CEPS 1.30 1.51 1.65 1.71
Adjusted Net Profit 11 12 15 17 BVPS 6.62 7.10 7.72 8.39
Adj. Net Profit growth (%) -33.2% 10.6% 27.9% 8.9% DPS Ord 0 0 0 0
Balance Sheet (€ m) 2022 2023E 2024E 2025E Key Figures & Ratios 2022 2023E 2024E 2025E
Working Capital 64 62 58 54 Avg. N° of Shares (m) 25 25 25 25
Net Fixed Assets 255 250 243 237 EoP N° of Shares (m) 25 25 25 25
Total Capital Employed 319 312 301 291 Avg. Market Cap. (m) 184 130 130 130
Shareholders' Funds 165 178 193 210 Enterprise Value (m) 329 255 229 201
Minorities 0 0 0 0 Adjustments (m) 15 15 15 15
Provisions 23 24 24 25 Labour Costs/Turnover 20% 20% 209% 20%
Net Debt (-) Cash (+) -131 -1 -84 -57 Depr.&Amort./Turnover 7% 7% 7% 7%
Turnover / Op.Costs 1.1 1.1 1.1 1.2
Gearing (Debt / Equity) 79% 62% 43% 27%
Cash Flow (€ m) 2022 2023E 2024E 2025E EBITDA / Fin. Charges >10 -10.9 -11.9 -12.9
Cash Earnings 32 38 41 43 Net Debt / EBITDA 3.4 2.3 1.6 1.0
Working Capital Needs -27 2 4 3 Cap.Employed/Turnover 81% 78% 74% 71%
Capex (-) -27 -20 -19 -19 Capex / Turnover 7% 5% 5% 5%
Financial Investments (-) 0 0 0 0 Pay out 0% 0% 0% 0%
Dividends (-) -7 0 0 0 ROE 7% 7% 8% 8%
Other Sources / Uses 5 0 0 0 ROCE (pre tax) 3% 6% 8% 9%
Ch. in Net Debt (-) Cash (+) -24 20 27 27 ROCE (after tax) 3% 5% 6% 7%
Source: Mediobanca Securities
21/03/23
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4Q/FY22A results and change in estimates

A summary of 4Q/FY22A results compared to our estimates is provided in the table below. We

highlight that preliminary core revenues were previously released on January 20.

4Q and FY22 results vs. Mediobanca estimates*

€m 4Q22A 4Q21A  YoY chsg. 4Q22E A/E FY22A FY21A YoY chg. FY22E A/E
Total sales 102.9 94.3 9% 94.0 9% 393.3 380.5 3% 384.4 2%
EBITDA 11.5 9.3 24% 9.7 18% 47.1 51.2 -8% 45.3 4%
EBITDA margin 11.2% 9.8% 10.3% 12.0% 13.5% 11.8%
EBIT 4.1 1.3 nm 2.8 45% 19.4 24.3 -20% 18.2 7%
EBIT margin 4.0% 1.3% 3.0% 4.9% 6.4% 4.7%
Net profit 2.7 0.5 nm 2.0 31% 10.9 16.3 -33% 10.3 6%
Net Debt/(Cash) 130.5 106.7 134.9 130.5 106.7 134.9

Source: Mediobanca Securities, *preliminary core sales were disclosed on January 20

A summary of our change in estimates for 2023-24E and of our new 2025E forecasts is provided below.

Change in 2023-24E estimates. Introducing 2025E FY forecasts

€m New FY23

Old FY23 % chg. New FY24 Old FY24 % chg. FY25
Total sales 400.3 401.5 0% 407.9 409.7 0% 412.4
EBITDA 47.9 48.3 -1% 52.4 53.0 -1% 54.3
EBITDA margin 12.0% 12.0% 12.9% 12.9% 13.2%
EBIT 20.1 20.7 -3% 24.4 25.1 -3% 26.0
EBIT margin 5.0% 5.2% 6.0% 6.1% 6.3%
Net profit 12.1 13.2 -9% 15.4 16.8 -8% 16.8
Net Debt/(Cash) 110.6 116.6 83.8 96.6 56.7

Source: Mediobanca Securities
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GENERAL DISCLOSURES

This research report is prepared by Mediobanca - Banca di credito finanziario S.p.A. (“Mediobanca S.p.A.”), authorized and supervised by
Bank of Italy and Consob to provide financial services, and is compliant with the relevant European Directive provisions on investment and
ancillary services (MiFID Directive) and with the implementing law.

Unless specified to the contrary, within EU Member States, the report is made available by Mediobanca S.p.A. The distribution of this
document by Mediobanca S.p.A. in other jurisdictions may be restricted by law and persons into whose possession this document comes
should inform themselves about, and observe, any such restrictions. All reports are disseminated and available to all clients simultaneously
through electronic distribution and publication to our internal client websites. The recipient acknowledges that, to the extent permitted by
applicable securities laws and regulations, Mediobanca S.p.A. disclaims all liability for providing this research, and accepts no liability
whatsoever for any direct, indirect or consequential loss arising from the use of this document or its contents. This research report is provided
for information purposes only and does not constitute or should not be construed as a provision of investment advice, an offer to buy or sell,
or a solicitation of an offer to buy or sell, any financial instruments. It is not intended to represent the conclusive terms and conditions of
any security or transaction, nor to notify you of any possible risks, direct or indirect, in undertaking such a transaction. Not all investment
strategies are appropriate at all times, and past performance is not necessarily a guide to future performance. Mediobanca S.p.A.
recommends that independent advice should be sought, and that investors should make their own independent decisions as to whether an
investment or instrument is proper or appropriate based on their own individual judgment, their risk-tolerance, and after consulting their
own investment advisers. Unless you notify Mediobanca S.p.A. otherwise, Mediobanca S.p.A. assumes that you have sufficient knowledge,
experience and/or professional advice to undertake your own assessment. This research is intended for use only by those professional clients
to whom it is made available by Mediobanca S.p.A. The information contained herein, including any expression of opinion, has been obtained
from or is based upon sources believed to be reliable but is not guaranteed as to accuracy or completeness although Mediobanca S.p.A.
considers it to be fair and not misleading. Any opinions or estimates expressed herein reflect the judgment of the author(s) as of the date
the research was prepared and are subject to change at any time without notice. Unless otherwise stated, the information or opinions
presented, or the research or analysis upon which they are based, are updated as necessary and at least annually. Mediobanca S.p.A. may
provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Mediobanca S.p.A.
endorses, recommends or approves any material on the linked page or accessible from it. Mediobanca S.p.A. does not accept responsibility
whatsoever for any such material, nor for any consequences of its use. Neither Mediobanca S.p.A. nor any of its directors, officers, employees
or agents shall have any liability, howsoever arising, for any error, inaccuracy or incompleteness of fact or opinion in this report or lack of
care in its preparation or publication.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and
our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our proprietary trading desks
and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.
The analysts named in this report may have from time to time discussed with our clients, including Mediobanca S.p.A. salespersons and
traders, or may discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market
price of the equity securities discussed in this report, which impact may be directionally counter to the analysts' published price target
expectations for such stocks. Any such trading strategies are distinct from and do not affect the analysts’' fundamental equity rating for such
stocks, which rating reflects a stock’s return potential relative to its coverage group as described herein.

ADDITIONAL DISCLAIMERS TO U.S. INVESTORS:

This research report is prepared by Mediobanca S.p.A. and distributed in the United States by Mediobanca Securities USA LLC, which is a
wholly owned subsidiary of Mediobanca S.p.A., is a member of Finra and is registered with the US Securities and Exchange Commission. 565
Fifth Avenue - New York NY 10017. Mediobanca Securities USA LLC accepts responsibility for the content of this report. Any US person
receiving this report and wishing to effect any transaction in any security discussed in this report should contact Mediobanca Securities USA
LLC at 001(212) 991-4745. Please refer to the contact page for additional contact information. All transactions by a US person in the securities
mentioned in this report must be effected through Mediobanca Securities USA LLC and not through a non-US affiliate. The research analyst(s)
named on this report are not registered / qualified as research analysts with Finra. The research analyst(s) are not associated persons of
Mediobanca Securities USA LLC and therefore are not subject to NASD rule 2711 and incorporated NYSE rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst.

ADDITIONAL DISCLAIMERS TO U.K. INVESTORS:

Mediobanca S.p.A. is deemed authorised and regulated by the Financial Conduct Authority to provide services in the United Kingdom under
the Temporary Permission Regime. The nature and extent of consumer protections may differ from those for firms based in the United
Kingdom. Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited period while seeking
full authorisation, are available on the Financial Conduct Authority's website.

ADDITIONAL DISCLAIMERS TO U.A.E. INVESTORS:

This research report has not been approved or licensed by the UAE Central Bank, the UAE Securities and Commodities Authority (SCA), the
Dubai Financial Services Authority (DFSA) or any other relevant licensing authorities in the UAE, and does not constitute a public offer of
securities in the UAE in accordance with the commercial companies law, Federal Law No. 8 of 1984 (as amended), SCA Resolution No.(37) of
2012 or otherwise. This research report is strictly private and confidential and is being issued to sophisticated investors.

REGULATORY DISCLOSURES

Mediobanca S.p.A. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Mediobanca S.p.A. or its affiliate s or its employees
may effect transactions in the securities described herein for their own account or for the account of others, may have long or short positions
with the issuer thereof, or any of its affiliates, or may perform or seek to perform securities, investment banking or other services for such
issuer or its affiliates. The organisational and administrative arrangements established by Mediobanca S.p.A. for the management of conflicts
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of interest with respect to investment research are consistent with rules, regulations or codes applicable to the securities industry. The
compensation of the analyst who prepared this report is determined exclusively by research management and senior management (not
including investment banking). Analyst compensation is not based on investment banking revenues, however, compensation may relate to
the revenues of Mediobanca S.p.A. as a whole, of which investment banking, sales and trading are a part.

For a detailed explanation of the policies and principles implemented by Mediobanca S.p.A. to guarantee the integrity and independence of
researches prepared by Mediobanca's analysts, please refer to the research policy which can be found at the following link:
http://www.mediobanca.it/static/upload/b5d/b5d01c423f1f84fffea37bd41ccf7d74.pdf

Unless otherwise stated in the text of the research report, target prices 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. All prices are market close prices unless differently specified.

Since 25 September 2017, Mediobanca uses a relative rating system, based on the following judgements: Outperform, Neutral, Underperform,
Not Rated, Coverage suspended and Restricted.

Outperform (0). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 6-12 months.

Neutral (N). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s)
coverage universe, on a risk-adjusted basis, over the next 6-12 months.

Underperform (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s)
coverage universe, on a risk-adjusted basis, over the next 6-12 months.

Not Rated (NR). Currently the analyst does not have adequate confidence about the stock’s total return relative to the average total return
of the analyst’s industry (or industry team’s) coverage, on a risk-adjusted basis, over the next 6-12 months. Alternatively, it is applicablg
pursuant to Mediobanca policy in circumstances when Mediobanca is acting in any advisory capacity in a strategic transaction involving thig
company or when the company is the target of a tender offer.

Restricted (R). Any kind of recommendation on the stock is restricted pursuant to Mediobanca Research and Trading restriction directive in
circumstances where the bank is performing an Investment Banking role in Capital Markets or M&A transactions.

Coverage suspended (CS). The coverage is temporarily suspended due to endogenous events related to the Equity Research department
(reallocation of coverage within the team, analyst resignation, etc.)

Our recommendation relies upon the expected relative performance of the stock considered versus its benchmark. Such an expected relative
performance relies upon a valuation process that is based on the analysis of the company's business model / competitive positioning /
financial forecasts. The company's valuation could change in the future as a consequence of a modification of the mentioned items.

Please consider that the above rating system also drives the portfolio selections of the Mediobanca's analysts as follows: long positions can
only apply to stocks rated Outperform and Neutral; short positions can only apply to stocks rated Underperform and Neutral; portfolios
selection cannot refer to Not Rated stocks; Mediobanca portfolios might follow different time horizons.

Proportion of all recommendations relating to the last quarter
Outperform Neut-al Underperfom Not Rated Restricted Coverage suspended
45.38% 47 .79% 4.47% 1.20% 1.20% 0.00% |

Proportion Of issuers to which Mediobanca S.p.A. has supplied matenal 1nvestment banking services relating to the last quarte:

Outperform Neut-al Underperfom Not Rated kestricted Coverage suspenrded
3.85% 7.88% 0.00% 0677 0.00% 0.00%

The current stock ratings system has been used since 25 September 2017. Before then, Mediobanca S.p.A. used a different system, based on
the following ratings: outperform, neutral, underperform, under review, not rated. For additional details about the old ratings system,
please access research reports dated before 25 September 2017 from the restricted part of the “MB Securities” section of the Mediobanca
S.p.A. website at www.mediobanca.com.
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COMPANY SPECIFIC REGULATORY DISCLOSURES

AGREEMENT TO PRODUCE RESEARCH OTHER THAN SPONSOR AND/OR SPECIALIST ARRANGEMENT
Mediobanca S.p.A. is party to one or more agreements with SIT relating to the preparation of research reports on SIT.

INVESTMENT AND ANCILLARY SERVICES
In the last 12 months, Mediobanca S.p.A. or one or more of the companies belonging to its group has entered into agreements to deliver
investment and ancillary services to SIT or one or more of the companies belonging to its group.

RATING
The present rating in regard to SIT has not been changed since 21/11/2022.In the past 12 months, the rating on SIT has been changed. The
previous rating, issued on 21/11/2022, was Outperform.

INITIAL COVERAGE
SIT initial coverage as of 22/10/2019.

COPYRIGHT NOTICE

No part of the content of any research material may be copied, forwarded or duplicated in any form or by any means without the prior
consent of Mediobanca S.p.A., and Mediobanca S.p.A. accepts no liability whatsoever for the actions of third parties in this respect.

END NOTES

The disclosures contained in research reports produced by Mediobanca S.p.A. shall be governed by and construed in accordance with Italian
law.

Additional information is available upon request.

The list of all recommendations disseminated in the last 12 months by Mediobanca's analysts is available here

Date of report production: 21 Mar 2023 - 20:05
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