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CULTURE
12M Target price: 6.8 EUR Recommendation: HOLD
Previous target price: 6.8 EUR, HOLD (10.3.2017)

KEY MARKET DATA: SHARE PRICE DYNAMIC:
Stock data as of 25.08.2017 : Price performance: 3M 12M 10
Market price (EUR) 6.3 Price change in % -3.8% -18.2% 9
52 week range (EUR) 58-9.2 SBI 20 index change in % 4.5% 13.5%
Market Cap (EUR) 153.9 Relative to SBI 20 indexin % -8.0% -27.9% 8

7
Avg. daily trade vol., EUR(K) 70 EV/Sales 04 04
Average daily % of stock traded 0.039% EV/IEBITDA 6.3 5.8 6
No. of Shares in millions 244 EVIEBIT 14.5 14.6 5

PJE 14.9 13.0 e GRVG === SBITOP Index
Dividend yield 17%  PB 0.4 0.4 4

Aug-16 Nov-16 Feb-17 May-17 Aug-17

KEY COMPANY DATA & ESTIMATES: KEY CURRENT DEVELOPMENT:
million € EY2015 FEY2016 VI el = Franjo Bobinac consented to another term of office as President
Sales 1,2250 1,258.1 1,300.7] 1,311.8 1,359.6 and CEO (term: from July 20, 2018 to July 20, 2023). Note Franjo
EBITDA 80.1 87.2 87.6 95.0 104.3 Bobinac has been on this position from 2003, while from 1997 to 2003
Margin 6.5% 6.9% 6.7% 7.20 7.7% he was a member of management board and since 1986 worked at
EBIT 34.4 40.2 38.0 37.8 441 different positions in Gorenje. All in all this means a continuation of
Net income 8.2 8.0 10.3 11.8 14.4 current direction Gorenje is heading.
EPS -0.3 0.3 0.4 0.5 0.6 = Shareholder Assembly decided upon dividend of EUR 0.10 gross per
DPS 0.1 0.1 0.0 0.0 share. We believe that while symbolically this has a positive note, it
Financial debt 3620  376.8 446.20  397.8 4128 would be better off to use the proceeds to lower debt level.
Cash 31.6 35.2 33.1 36.7 38.1 w Results for 1Q17 and to a lesser extent 2Q17 (lower margins
Net debt 3092 3230  396.7) 3523 3660  pglanced better top line) indicate that Gorenje Group 2017 profit
Equity 3649 3721 3787 3839 3971 gyjdance could be met and, since we were slightly more conservative in
Assets 1101.3 11318 1,199.60 11732 12071  qur estimates, could even slightly surpass our estimates. However,
ND/EBITDA 3.9 3.7 4.5 3.7 35  Gorenje noted 3Q17 will be ,challenging“ while, given 1H17
P/E -13.7 18.3 14.9 13.0 107 development, no change in stance is warranted in our view.
EV/EBITDA 5.3 5.4 6.3 5.8 5.3

» Main thesis for Gorenje shares is whether Gorenje Group will be able to
catch up to peer margins (elevating cash flow and lowering debt),
thereby justifying valuation expansion. We stick with a HOLD rating.

Source: Bloomberg, LISE, own calculations of multiples
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= Core activity Domestic Appliances were up by 3.1% (reported) in 1H17 or by 60% 1 YoY Groth rates

1.0% (adjusted for FX effects). Note that Gorenje is conducting hedging
activities to minimize the negative impact on P/L and CF. 1H17 report indicates  4q,
that 2Q17 mostly followed 1Q17 from top line perspective. —e—Home YoY sales growth
* In West Europe sales are down 4.4% YoY. Here the drop is a —+—Non-Core YoY sales growth
conseqguence of lower sales in Germany and UK and explained by Gorenje  20% -
as a result of repositioning (in line with its strategy; page 4).
= In East Europe sales are up by 4.9%, however at constant FX rates, sales
number is up by only 0.8% YoY to EUR 231.6m. 0%
= In other markets, sales jumped by 29.1% YoY or 26.2% YoY if adjusted for
FX movements. These markets now represent 12.5% share in total sales.

8.4%
4.4% 3.7%

-20% -

Asko sales is a strong part of these operations. 1Q15 2015 3015 4015 1Q16 2016 3016 4016 1Q17 2017
= Asko +14.4% YoY; Atag, Pelgrim, Etna +2.7 YoY. million EUR 1H15  1H16  1H17  YoY
= Premium appliances +11.1% YoY. HOME SEGMENT
= |nnovative appliances +11.0% YoY. Sales to 3rd parties 472.8 4929 5082 3.1% fr
= Dishwashers +20.7% YoY. EBITDA 115 205 256 24.8%
Profit -10.1 -0.7 2.6 [

= Small household appliances +27.8% YoY.
= Note peers are confirming price pressures are persisting.

NON-CORE SEGMENT

= Non-core activities (ecology, coal, medical equipment, heating line and ‘syjes to 3rd parties 84.9 88.4 1157 30.9%
catering) reported a 33.7% surge in sales level. On the other hand lower profit EiTDA 6.1 7.6 70 81% W
level is a consequence of Publicus divestment (done in 1H16), while Kemis _Profit 3.2 2.8 18 -331% W
accident had a negligible effect. 9% - 8.4% Margins

million EUR 1H15 1H16 1H17  YoY 8% - 7.4% 7.4% 7.4%

Western Europe 224.7 232.9 2240 -3.8% th 6.7%
Eastern Europe 281.4 299.0 3363 125% @ % 16.1% 6.2% 6.3%
Other 51.6  49.4 63.6 28.7% M 6% - 5.4%

Total Group 557.8 581.3 6239 7.3% A 5% -

= Given the 2017 guidance (EUR 1,315m of revenues, EBITDA of EUR 97.1m
and EBIT of EUR 39.7m), 1H17 represents 47%, 42% and 37% of annual
figures. But note that 4Q is the strongest quarter.

= Now 1H17 sales number is about EUR 6.3m higher than our model implied, 2% -
entirely due to non-core surge, however EBITDA is EUR 2.2m below 4 - —e—EBITDA margin
expectations as 2Q17 disappointed in terms of margins. Note double net profit 0% | | | | —+—EBTmargin
means + EUR 2.4m; EUR 1.3m of which is _explalned by lower interest 1015 2Q15 3Q15 4015 1016 2Q16 3016 4016 1Q17 2017
expenses (caused by current low interest rate environment). Source: Interim Report

4% -
3% -




1H17 Results

million EUR 1H15 1H16 1H17 YoY
Net sales revenues 557.8 581.3 623.9 7.3% i
Change in inventories 35.8 20.5 22.1
Cost of goods, materials and senices 446.5 446.4 484.1 8.4% qp
Gross profit 147.0 155.4 161.8 4.1% qp
Other opex 9.5 9.9 14.1 42.5% ]
Labour costs 111.4 115.1 121.0 5.1% ]
Other operating profit 7.5 9.8 13.8
EBITDA 33.7 40.2 40.6 0.9% H
Margin 6.0% 6.9% 6.5%
EBIT 10.7 16.7 40.6 142.6% Hp
Margin 1.9% 2.9% 6.5%
Net income -7.0 1.9 4.3 121.4% ]
Margin -1.3% 0.3% 0.7%
million EUR 1H15 1H16 1H17 YoY
Financial debt 438.4 430.8 446.2 3.6% H
Cash 30.1 19.4 33.1 70.6% i
Net debt 408.3 411.4 413.1 0.4% Hp
ST Investments 18.8 12.1 10.0 -17.0% th
Net debt 2 389.5 399.3 403.1 0.9% A
Equity 357.7 366.6 378.7 3.3% H
Assets 1,144.0 1,133.8 1,199.6 5.8% M
Inventories 248.8 245.7 264.4 7.6% ]
Operating receivables 203.9 192.8 208.4 8.1% i
Operating liabilities 177.6 171.2 193.1 12.8% i
CAPEX 30.1 30.1 30.7 2.0% i
100 Operating - Investment CF in EURm
50 -
0 4
_50 a
-100 -
go9gg999988883IITILS2288885S
eRTTTRRIITIZLLRRTIRLRERRYER

Source: Interim Report
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Labor costs increased by 5.1% YoY as average headcount
increased by 384 YoY to 11,021 (303 relating to core
production, 24 related to non-core and 59 employed in East
European retail operations, previously employed via
agencies). However the labor cost growth is also
associated with the increase of the lowest wages and
salaries due to an adopted wage system since 1.6.2017.
Therefore more is to come in later quarters.

Gorenje notes that adjusted / comparable growth is 12.1%
over 1H16, taking into account reclassifying of allowances
for receivables from finance income and expenses. These
allowances were in the amount EUR 4.0m booked in 1H16
below EBITDA line.

2.5% of sales were invested into the development of new
products. Marketing costs represent 2.1% share in sales.
Net financial result improved by EUR 4.3m from EUR -
11.9m to EUR -7.7m, mostly due to lower interest expenses
(down 16.3% YoY or EUR 1.3m). In addition the mentioned
transfer of allowances, while negatively affecting EBITDA
line, positively affected net financing result. Income tax
expenses line was also lower for EUR 0.3m.

LT : ST debt mix is at 66% : 34%.

Net debt to EBITDA is at 4.7x, but should come down till
end year in accordance with past seasonal dynamic.

Due to inventory, receivables and payables dynamic their
NWC is up by EUR 12.4m versus 1H16. NWC to 12M sales
relation stands at 21.5% versus 21.4% a year ago.
Seasonal dynamic of industry is a reason for negative cash
flow and higher debt levels. This alone is unproblematic,
especially as negative cash flow in 2Q17 was considerably
lower than in 2Q16.

On the other hand free cash flow dynamic is still anemic
also from TTM perspective, which caps valuation and still is
a long term problem.



Investment Thesis ALTA | v event

CULTURE
POSITIVE:
= Gorenje has recognized in the past that the right direction for the Group is  Asko sales guidance (in EURm) encuraging
toward higher end premium products while at the same time optimizing 1494 13.2% 5,

production costs. There is an ambitious plan in place to further upgrade
brand portfolio and expand margins — closing the gap to peer group:

= Sales revenue CAGR of 6.2% in 2015-2020 period (EUR 1,562m by 8% 130.9
2020) with 2020 EBITDA margin goal set at 9.0% and EBIT margin at 966 99.1 1097 I I

12%
10% g0 8.6%

9.2% 10.2%
. 0

200
0,
4.5%. 6%
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100
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= Consequently net debt is seen at 2.5x. oo 50
= Asko is one of the key drivers of profitability as well as ATAG in ) 0

: : . , 0%
Benelux. Th_e goal is f[o increase its sales .to EUR 206m by 2020 with 30% 2014 2015 2016F 2017E 2018F 2019F 2020F
of sales coming from innovative or premium segment (the later, namely

innovative and premium product groups are growing at double digit rates in 2017 plan Value to

1H17). volume value volume ratio
= Key is also lower level of complexity that should curb costs. Gorenje 74.9% 68.2% 0.91
= Gorenje Group will transform its conventional functional organizational it S L IS
structure to divisional ("business-product”) organizational structure focused Asko 5.4% 12.6% 233
on brands and product programs. Etna. 4.4% 3.5% D50
Pelgrim 3.0% 4.2% 1.40
= 2016 results were in-line with mentioned strategy. In addition 2017 Atag 250 5 4% 216
numbers for now also look relatively good in terms of guidance delivery Upo 2.20% 1.8% 0.82
(EUR 1,315m of sales, EUR 97.1m of EBITDA, EUR 13.1 of net profit), Korting 0.7% 0.4% 0.57
albeit in 3Q consumption is usually lower, while opex pressures could mount Sidex 0.1% 0.1% 1.00

(labour, commaodities). 4Q is strongest Q.

= Economic conditions are picking up (macro and industry data), as well as Market positioning is crucial and explains discrepancy between
P g up y ! Groups East and West Europe sales, as Gorenje has different

demand for appliances (albeit remain below pre-crisis levels). This bodes |- et positions. Namely the more you are in premium
well for Gorenje, especially given its industry operating leverage while also  gegment, less of price pressures is mounting. Gorenje is better
specific financial leverage. Incremental changes to profitability are high. positioned in East Europe.

» Gorenje has approximately 3% market share in terms of volume on EU-
28 markets. Its also one of Slovenian biggest exporters while its sales is
distributed between Western Europe (37%; 2016A), Eastern Europe (54%)
and Overseas markets (9%). The later share grows.

= Gorenje is contently developing new products and consequently keeping up
with competitors regarding technology.



Investment Thesis

NEGATIVE:

We must recognize industry competition is though with
innovations being more of a necessity to keep competitiveness
than being an actual competitive advantage. This is even a
bigger problem for smaller players versus appliances giants.
Players have (in mid or low pricing segment) no bargaining power.

Meaningful margin lag. Peer comparison clearly states (we
acknowledge peer groups’ limited comparability) that Gorenje is
trailing its (capital market) peer's in terms of margins. Namely
trailing twelve months EBITDA margin of Gorenje is on 64% of
peer median (up from 61%), EBIT margin on 37% (same) while net
margin is on 16% (from 2%) of peer median. This shows that while
Gorenje was and is successful in maintaining market shares and
top line, it is still too cost ineffective and/or to small.

For now the company had a hard time transforming its sales
into more than relatively negligible profit. ROIC remains
aneamic and so does free cash flow generation. In-line with this
note that in 2020 strategy FCF item was at EUR 20m in 2019.

Net debt to EBITDA ratio is still at elevated 3.9x (2016A). This
is not so much a short term refinancing risk but a longer-term
threat. As a cyclical company, EBITDA would inevitably be in
times of recession under pressure, so consequently net debt to
EBITDA should be lowered toward levels that would encompass a
margin of safety for harsher times. This has so far not materialized.

Kemis industrial accident could still haunt Gorenje, albeit Gorenje
notes no material impact was made and that it had a proper
insurance coverage. In 2016 Kemis had revenues of EUR 9.0m,
EBITDA 1.3m and net profit of EUR 0.6m. However this again
pointed that 2016 profit driver was Ecology, less appliances.
Ecology while representing 13% of sales in 2016 delivered
90% of profitability. However in 1H17 58% of profit derived from
core activity while 42% from non core.

On the other hand, non-core activities are stealing management
attention and increasing complexity.

NEW

ALTA
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When will Gorenje catch up?

==@==Sales YoY

2002 2004 2006 2008 2010 2012 2014 2016
50
EBITDA ex CAPEX in EURm still low
40
30
20
10
0
2011 2012 2013 2014 2015 2016
Gorenje's plans Delivered
in EURm Sales EBITDA EBIT Profit SEIES EBITDA EBIT Profit
2016 1,258 89.1 39.8 7.7 1,257 87.0 38.7 8.4
2015 1,220 91.4 41.7 6.1 1,225 80.1 34.4 -8.0
2015* 80.7 -7.8
2014 1,287 93.7 46.4 13.2 1,246 86.5 43.5 1.2
2014* 1,240 positive
2013 1,340 96.7 48.9 4.2 1,241 78.2 36.3 -25.2
2013* 1,274 83.3 39.5 -8.8
2012 1,391 101.3 50 13.4 1,263 90.6 44.9 0.1
2011 1,548 107.4 54.6 21.1 1,422 86.7 36.5 9.1
2010 1,244 97.8 45 10.1 1,382 108.7 56.4 19.9

* Lowered mid-year estimates
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PIE EV/EBITDA EV/EBIT
Company name TT™ 2017F 2018F LY 2017F 2018F TT™ 2017F 2018F
Electrolux 16.5 14.6 13.7 8.0 7.4 7.1 12.7 11.1 10.6
Arcelik 16.7 12.1 10.9 11.0 8.6 75 14.8 11.4 10.1
De'Longhi 24.6 19.6 18.0 12.1 10.3 9.6 14.8 12.4 115
Whirlpool 16.9 10.0 9.0 8.9 6.5 6.0 13.6 8.9 8.2
SEB SA 27.2 17.3 15.2 14.6 10.8 10.0 20.4 13.6 12.4
Amica 11.8 10.3 10.4 7.0 6.1 5.9 9.1 8.0 7.9
Vestel Beyaz 8.0 11.3 n.a. 5.3 7.5 n.a. 6.7 9.9 n.a.
Gorenje 14.9 13.0 10.7 6.3 5.8 5.3 14.5 14.6 12.5
Median 16.7 12.1 12.3 8.9 7.5 7.3 13.6 11.1 10.3
EBITDA EBIT margin Profit Assets Div. yield Assets/  Net debt to
Company name margin TTM (%) ’ margin (%) RS R IR turnover (f%) Equity EBITDA
Electrolux 8.9% 5.6% 4.0% 28.5% 5.7% 1.43 2.64 4.99 -0.01
Arcelik 10.6% 7.9% 5.4% 16.0% 5.3% 0.97 2.19 3.04 2.45
De'Longhi 15.8% 13.0% 9.1% 15.3% 9.6% 1.05 1.72 1.73 -0.97
Whirlpool 9.0% 5.9% 3.6% 15.6% 3.8% 1.04 1.81 4.27 231
SEB SA 11.4% 8.2% 4.8% 17.5% 4.2% 0.88 1.14 4.18 3.10
Amica 8.1% 6.2% 4.4% 15.4% 6.6% 1.51 2.42 2.32 0.62
Vestel Beyaz 13.7% 10.8% 8.0% 31.8% 9.7% 1.21 7.08 3.27 0.56
Gorenje 6.7% 2.9% 0.8% 2.7% 0.9% 1.08 1.58 3.17 4.53
Median 10.6% 7.9% 4.8% 16.0% 5.7% 1.05 2.19 3.27 0.62
= The relative valuation of Gorenje can be tackled with different sub 25 _ _ y = 12.356x + 0.0627
methods, however all must take into consideration that: EV/Sales to margin regresion R2 = 0.5258
= Gorenje profitability is trailing; 2.0 - P
= Gorenje wants and needs to close this gap. Qs *
= Consequently relative valuation either points to significant i '
undervaluation (direct comparison) or overvaluation (taking into = 19 -
account lower profitability that warrants discount). For expample Gorenje ¢
EV/EBITDA warrants EUR 14.6 while EV/EBIT 2.7, regression model 0.5 1
EUR 6.3 etc. All in all its make or brake for Gorenje...
= Target price of combined several methods is EUR 6.5 per share, same 0'00 0% ‘ ‘ ‘ ‘ | | |
0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0%

versus last report.

EBIT margin %



FCF valuation - forecasts ALTA

ESTIMATES:

EURmM 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F
Sales 1,311.8 1,359.6 1,402.0 1,446.6 1,492.7 1,530.0 1,568.3 1,607.5 1,647.7 1,688.9

Home segment 1,145.4 11932 1,235.6 1,280.2 1,326.3
COGS 983.7 1,019.5 1,051.3 1,084.7 1,119.3 1,147.3 1,176.0 1,205.4 1,235.5 1,266.4
Labour costs 238.8 240.7 241.2 241.6 249.4 255.6 262.0 268.5 275.2 282.1
EBITDA 95.0 104.3 113.7 123.7 126.8 130.1 133.3 136.6 140.1 143.6
EBITDA margin 7.2% 7.7% 8.1% 8.6% 8.5% 8.5% 8.5% 8.5% 8.5% 8.5%
EBIT 37.8 44.1 50.8 58.5 59.6 60.7 62.1 63.7 65.5 67.6
EBT 13.6 17.2 21.6 29.7 31.3 26.3 27.4 28.8 30.6 32.7
Net income 11.8 14.4 17.2 22.8 24.0 20.2 21.0 22.1 23.5 25.1
EURmM 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F
Total Assets 1,173.2 1,207.1 12344 1,258.3 1,279.3 1,310.5 1,340.6 1,369.7 1,398.2 1,426.1
PPE 401.7 424.7 445.0 463.1 479.1 493.5 506.3 517.8 528.2 537.6
Inventories 222.5 217.0 209.7 201.9 193.5 198.3 203.2 208.3 213.5 218.9
Trade receivables 172.9 179.2 184.8 190.7 196.7 201.7 206.7 211.9 217.2 222.6
Cash 36.7 38.1 39.3 40.5 41.8 42.9 43.9 45.0 46.2 47.3
Debt 397.8 412.8 419.8 411.8 400.8 404.8 410.8 415.8 417.8 418.8
Trade payables 226.7 228.2 228.3 235.5 243.1 249.1 255.4 261.7 268.3 275.0
Equit 383.9 397.1 412.9 434.0 455.7 473.5 487.9 503.1 519.3 536.6
2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F

Net profit margin 0.9% 1.1% 1.2% 1.6% 1.6% 1.3% 1.3% 1.4% 1.4% 1.5%
ROE 3.1% 3.6% 4.2% 5.3% 5.3% 4.3% 4.3% 4.4% 4.5% 4.7%

MAIN ASSUMTIONS:

Strategic plan entails sales CAGR of 6.2% in 2015 to 2020 period with sales at EUR 1,562m.
An EBITDA margin is seen to expand to 9.0% while EBIT margin to 4.5%. This is translating
into EUR 140m and 70m respectively for 2019. FCF was guided for EUR 20m for 2019.

For 2017 sales is guided at EUR 1,315m, EBITDA at EUR 97.1m and EUR 13.1m of profit.
Our sales estimations for Home segment are based on European GDP dynamic which are
forecasted to pick up by IMF, upward adjusted for premium share growth. It's true however
that if Russia strongly rebounds, some of the lost sales could be recuperated faster that is
built into our model. Vice versa applies if we again plunge into downturn.

Margins are expected to increase, closing the gap to peers and in-line with Gorenje strategy,
but given the past delivery we are more cautious regarding the pace and end level of margin
expansion. CAPEX will consequently also remain elevated.

NEW
INVESTEMENT
CULTURE

ﬁ 2016 2017 2018 2019

==o==Home segment growth YoY

e=g==EB|TDA margin

2020 2021



FCF valuation - commentary

VALUATION TABLE:

ALTA
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EURmM 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026H
NOPLAT 34.8 38.8 42.7 47.4 48.3 49.2 50.3 51.6 53.1 54.8
NOPLAT growth -36.5% 11.4% 10.0% 11.1% 1.9% 1.8% 2.2% 2.6% 2.9% 3.2%
Depreciation 57.2 60.2 62.9 65.2 67.2 69.3 71.2 73.0 74.5 75.9
Depretiation/Sales 4.4% 4.4% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5%
CAPEX 83.2 83.2 83.2 83.2 83.2 83.6 84.1 84.5 84.9 85.3
CAPEX/Sales 6.3% 6.1% 5.9% 5.8% 5.6% 5.5% 5.4% 5.3% 5.2% 5.1%
Change in net working capital 0.6 -0.7 -1.8 -9.2 -9.9 3.7 3.8 3.9 4.0 4.1
NWC/Sales 12.9% 12.4% 11.9% 10.9% 9.9% 9.9% 9.9% 9.9% 9.9% 9.9%
FCF to firm 8.2 16.4 24.1 38.5 42.2 31.2 33.7 36.2 38.7 41.3
WACC 2017 TV

Value in forecasting period 192 Tax rate 19.0% 19.0%

Continuing value 307 Cost of debt 4.3% 4.3%

Total enterprise value 499 Beta 1.8 1.8

Net debt 325 Cost of equity 13.2% 13.2%

Equity value 174 Debt/Equity 100.0% 100.0%

No. of shares (in mio) 24.4 WACC 8.3% 8.3%

Equity value per share 7.1 Perpetuity growth rate 1.0%

= Given the 1H17 we are mostly keeping our estimates and consequently we
are also maintaining our March 2017 FCF valuation model.

e=@==NOPLAT
e=@==[CF to firm

= However as estimates are set slightly below guidance (strategic guidance is

) : R ; 2017 2018 2019 2020
also not accounted in full), slight upward surprise is still possible.

2021 2022 2023 2024 2025 2026

WEIGHTING SCHEME & END COMMENTARY:

Gorenje valuation is still high to gauge due to high operational and financial leverage. In the end all
depends upon the question, will Gorenje succeeded in expending (sustainably) its margins in a though
competitive industry and consequently elevate profit levels. If it does, upside potential in huge as
valuation should catch up. However if it does not, next recession will be damaging as current free
cash flow generation is weak and prevents any major needed deleveraging. In addition ROIC will
continue to be below WACC, painting a bleak picture for its shareholders.

Especially FCF estimates and guidance show, how much improvement in FCF generation is needed.
Target price is unchanged from EUR 6.8, consequently only Hold rating is still warranted.

A

EUR EUR
7.1 6.5
8




Historic Financial Data
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2008 2009 2010 2011 2012 2013 2014 2015

Assets 904.6 1,000.8 1,257.7 1,178.7 1,317.8 1,251.7 1,197.3 1,148.1 1,102.4 1,101.3 1,131.8
Non-current assets 409.0 448.7 606.0 574.3 563.4 556.3 566.1 593.9 594.6 614.1 637.2
Current assets 495.6 552.1 651.7 604.4 754.3 695.3 631.2 554.2 507.8 487.1 494.6

Short term investment 21.6 27.1 64.5 68.2 48.0 42.3 32.8 17.2 20.5 16.4 8.8

Cash 9.0 17.7 24.1 27.1 82.7 101.6 53.5 38.6 36.1 31.6 35.2
Equity 254.4 351.0 394.5 369.6 392.1 397.8 389.8 380.7 380.3 368.1 374.2

Equity of non-controlling interests 0.2 10.9 13.2 6.1 1.8 1.8 2.4 2.8 2.8 3.1 2.2
Provisions 56.4 51.7 64.3 62.2 88.2 76.3 65.0 66.7 64.1 62.3 64.1
Non-current liabilities 143.6 153.8 230.6 247.9 267.0 308.4 286.3 207.2 279.0 277.7 2815

Non-current financial liabilities 141.1 1451 224.1 242.4 260.9 302.5 276.9 198.8 270.1 271.0 275.6
Current liabilities 401.4 387.7 487.3 406.2 460.0 375.9 368.3 4125 300.2 385.9 325.0

Current financial liabilities 173.6 167.4 263.7 209.9 223.0 181.6 155.8 198.7 97.5 91.0 101.2
in EURm 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sales revenues 1,111.0 1,293.4 1,330.8 1,185.9 1,382.2 1,386.6 1,263.1 1,240.5 1,253.7 1,225.0 1,258.1
Total Revenues 1,134.1 1,324.0 1,367.5 1,207.1 1,416.2 1,446.1 1,315.9 1,248.9 1,263.4 1,270.3 1,285.2
Cost of goods, materials and services 851.6 1,004.8 1,027.9 901.1 1,040.5 1,105.0 946.2 910.5 927.7 937.2 942.2
Labour costs 186.0 208.6 226.5 219.3 244.4 253.3 258.7 237.9 228.5 231.4 235.3
D&A plus impairments 49.6 53.2 57.1 56.1 52.2 48.3 45.7 41.9 43.0 45.6 47.1
Other operating expenses 16.1 21.2 19.0 18.4 22.6 24.3 20.4 22.2 21.7 21.6 20.5
EBITDA 80.4 89.4 94.0 68.2 108.7 63.5 90.6 78.2 85.6 80.1 87.2
Operating income 30.8 36.2 36.9 12.1 56.4 15.1 44.9 36.3 42.5 34.4 40.2
Financial Income 19.2 26.3 19.6 19.5 12.5 15.1 6.8 7.5 8.7 7.4 6.2
Financial expenses 22.8 33.1 41.0 41.0 46.5 40.4 37.2 61.9 47.4 46.2 33.2

Interest cost 14.2 19.7 25.3 21.2 21.1 25.5 24.3 22.4 21.5 18.9 15.6
EBT 27.8 29.4 15.5 -9.3 22.5 -10.2 5.9 -29.2 3.9 -4.0 13.2
Total taxes 5.5 5.7 5.3 29 2.4 1.9 5.6 -4.2 2.6 4.0 4.8
Net profit / loss 22.3 23.7 10.2 -12.2 20.0 -12.1 0.3 -25.0 1.2 -8.0 8.4

Attributable to equity holders of the parent 22.3 22.7 8.9 -11.5 20.1 -12.0 0.5 -24.8 1.5 -7.8 8.0
CAPEX -67.4 -69.4 -71.3 -25.9 -39.4 -41.1 -53.5 -60.9 -40.4 -52.4 -59.4
in EURm 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Gross margin 23.4% 22.3% 22.8% 24.0% 24.7% 20.3% 25.1% 26.6% 26.0% 23.5% 25.1%
EBITDA margin 7.2% 6.9% 7.1% 5.8% 7.9% 4.6% 7.2% 6.3% 6.8% 6.5% 6.9%
EBIT margin 2.8% 2.8% 2.8% 1.0% 4.1% 1.1% 3.6% 2.9% 3.4% 2.8% 3.2%
Net margin 2.0% 1.8% 0.7% -1.0% 1.5% -0.9% 0.0% -2.0% 0.1% -0.6% 0.6%
Assets Turnover 1.23 1.29 1.06 1.01 1.05 1.11 1.05 1.08 1.14 1.11 1.11
ROA 2.5% 2.3% 0.7% -1.0% 1.5% -1.0% 0.0% -2.2% 0.1% -0.7% 0.7%
Assets to Equity 3.56 2.85 3.19 3.19 3.36 3.15 3.07 3.02 2.90 2.99 3.02
ROE 8.8% 6.5% 2.2% -3.1% 5.1% -3.0% 0.1% -6.5% 0.4% -2.1% 2.1%
Net debt / EBITDA 3.8 3.3 4.9 6.2 3.7 6.0 4.2 4.6 3.9 4.1 3.9
Debt to Assets 34.8% 31.2% 38.8% 38.4% 36.7% 38.7% 36.1% 34.6% 33.3% 32.9% 33.3%
Debt to Equity 1.24 0.89 1.24 1.22 1.23 1.22 111 1.04 0.97 0.98 1.01
TIE ratio 2.2 1.8 1.5 0.6 2.7 0.6 1.8 1.6 2.0 1.8 2.6
NWC / Assets 23.0% 25.6% 23.2% 23.2% 24.8% 24.5% 21.2% 19.8% 18.1% 8.6% 14.8%
Days inventory outstanding 82.6 79.0 89.8 88.3 90.4 81.1 95.4 94.5 86.5 88.0 87.5
Days receivable outstanding 79.8 73.0 719 775 80.9 67.4 63.1 60.5 53.2 48.8 48.1
Days payable outstanding 97.6 80.0 79.4 79.5 83.1 64.2 81.9 85.7 79.7 114.8 86.7
EBITDA - CAPEX 13.0 20.0 22.7 42.3 69.3 22.4 37.1 17.3 45.2 27.7 27.8

Source: Annual and Interim reports



Company & ALTA Description

COMPANY DESCRIPTION:

=  Manufacturer of white goods & Slovenia’s higgest exporter
with approximately 3% market share in volume terms in the

28 EU markets.

= |t has production facilities in Slovenia (62%), Serbia (26%)

and Czech Republic (12%).

= 90% of its products are sold under its own brand name.
= In last decade, Gorenje grew organically and through
acquisitions, the largest being ATAG in 2008 and Asko in

2010.

ALTA |
INVESTEMENT

CULTURE

OWNERSHIP STRUCTURE:

KAD d.d. 16.4%
IFC 11.8%
Panasonic Corp 10.7%
KDPW (Fiduciary account) 7.7%
Home Products Europe 5.0%
Source: KDD

RESEARCH REPORT:

Prepared by:
Saso Stanovnik
Head of Research

Completion date and time:

4.9.2017 14:00

First release:

4.9.2017 15:00

Market data capture date:
25.8.2017 15:00

CONTACTS:

ALTA Invest, investicijske storitve, d.d.
Zelezna cesta 18, 1000 Ljubljana, Slovenia
phone: + 386 1 32 00 300

e-mail: invest@alta.si

http://www.alta.si

Head of Research:
Saso Stanovnik
saso.stanovnik@alta.si
+386 (1) 32 00 310

Institutional Trading:
Darko Jur€evi¢
darko.jurcevic@alta.si
+386 (1) 32 00 395

ABOUT ALTA INVEST:

v' Our trading advantage is our execution of
large trading blocks with low impact on the
market.

v' 38,300 brokerage clients with EUR 3.3 bn of
assets.

v" European Banking award: Best Broker & Best
Asset Manager in 2015 and 2016.

TTM market share:

ALTA;

Other:
72.8%
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DISCIaImer A]-IA :\INE\aY\éSTEMENT

The research department of ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), is, in order to avoid and deter conflict of interests, a separate organizational part of the company. It is independent in its
decisions regarding selection, monitoring and updating of its investment recommendations of an individual issuer. According to its information policy, ALTA Invest, investicijske storitve, d.d. observes data privacy and strongly defends access
to its data bases and other materials connected with the research department against any unauthorized access or personnel.

ALTA Invest, investicijske storitve, d.d. may trade with the financial instruments mentioned in this document for its own account and may also engage in securities transactions in a manner inconsistent with the content of this research report
as a result of short-term trading recommendations by analysts.

Remuneration of the analyst who provides monitoring of a certain issuer is based, among other factors, also on the profitability of ALTA Invest, investicijske storitve, d.d.; a part is also profit arising from ALTA Invest, investicijske storitve, d.d.
investment services.

ALTA Invest, investicijske storitve, d.d. is supervised by the Slovenian Securities Market Agency (Agencija za trg vrednostnih papirjev), Poljanski Nasip 6, 1000 Ljubljana, Slovenia.
CONFLICT OF INTEREST

ALTA Invest, investicijske storitve, d.d. (ALTA Invest, investment services, Inc.), declares that all of its affiliated legal entities, financial analysts, and with them related clients and any other subjects that have participated in the creation of this
document, do not hold any important stakes concerning the financial instruments that are the subject of this document. Nor do they have any important financial interest with the issuer of those instruments that might arise from cross-
ownership, financial instrument market making, facilitating public offerings for financial instruments or any other special services connected to such instruments in the past 12 months, as well as interests from the purchases of this document,
the remuneration of the employees and/or other participating subjects, especially financial analysts, connected with turnover of tangible financial instruments or with other interest relations, eg. any other agreements, which might refer to
providing services with financial instruments. ALTA Invest, investicijske storitve, d.d. also declares, that there are neither no conflicts of interests of the stated individuals/entities connected with financial instruments, which are subject of this
document, nor any conflicts of interests concerning the issuer of the instrument.

LIMITED LIABILITY

The document was prepared by ALTA Invest, investicijske storitve, d.d. (ALTA Invest, investment services, Inc.), Zelezna cesta 18, Ljubljana. ALTA Invest, investicijske storitve, d.d. is a member of the Ljubljana Stock Exchange and is
supervised by the Slovenian Securities Market Agency, Poljanski nasip 6, Ljubljana.

The document is, according to the Article 378 of The Securities Market Act, treated as an investment recommendation. The recommendation is prepared solely for the purposes of better understanding financial instruments and
performance of capital markets and is not intended for a specific audience. Therefore it is not to be construed as an offer to buy or sell, nor as a solicitation of an offer to buy or sell any financial instrument. Additionally, no opinion in the
document is intended to provide any personal investment services or advice, since it does not take into consideration any specific investment objectives, financial context or situation, investor knowledge, investor experience or any particular
needs of any specific person that has, for whatever reason, become familiar with the contents of this document or part of such.

The document was prepared for the purposes of ALTA Invest, investicijske storitve, d.d. clients and is not subject to reproduction, distribution or publication without the explicit permission of ALTA Invest, investicijske
storitve, d.d.. Similarly, any kind of mediation, variation or summarizing of this document is only permitted with the prior explicit written consent of ALTA Invest, investicijske storitve, d.d. Therefore with the acceptance and examination of this
document, the reader is obligated not to disclose the contents, opinions, conclusions or any other data from this document, as well as any investment recommendations, evaluations, forecasts or target prices, without the prior explicit
permission of ALTA Invest, investicijske storitve, d.d.

Any information in this document is based on data obtained from public sources, printed media, annual and semi-annual reports, company presentations, Bloomberg L.P., electronic media and other sources, which ALTA Invest, investicijske
storitve, d.d. considers to have been reliable on the date of publication or, exceptionally, indicates doubts concerning the reliability of such. The financial analysts that have prepared this document have gathered the data, reorganised it and
processed it according to the principles of fairness and with professional care; however, no representations or guarantees are made by ALTA Invest, investicijske storitve, d.d. with regard to the accuracy or completeness of the data. The
facts, on which the document is grounded, are clearly differentiated from those interpretations, assessments, opinions and other information that are not strictly factual in nature. Projections, forecasts and target prices are marked, and the
document clearly indicates the central assumptions on which they are based, and are subject to change without notice. These forward looking statements involve known and unknown risks, uncertainties and other factors, which may cause
actual results, performance, achievements, or prospects to differ materially from any future results, performance, achievements or prospects expressed or implied by such statements. The document may also contain historical data on the
profitability of certain financial instruments; however, past performance is not necessarily indicative of future results.

ALTA Invest, investicijske storitve, d.d. points out that any investments in financial instruments, including the financial instruments that are the subject of this document, pose certain risks. When investing in financial instruments, it is
important to be aware of both systematic and unsystematic risks. Unsystematic risk applies to certain financial instrument that are not under the influence of the entire financial market and are relatively independent of developments on those
markets. The effects of unsystematic risk can be reduced or eliminated with portfolio diversification. On the other hand, systematic risk applies to factors that influence the entire financial market and therefore affect the value of an investor's
portfolio. Furthermore, settlement and custodial risk in emerging markets may be higher than in markets where there is a long-established infrastructure. Stock liquidity may be impacted by the number of market participants that may
therefore impact the reliability of any investments made as a result of acting upon information contained in this document. Further, risks not discussed in this document may apply to the discussed security. Investors should always investigate
the various risk aspects of any security in any market before making an investment decision. We advise investors to contact the appropriate investment consultants or brokers to gather additional information.

The selling price of a financial instrument is usually not known in advance and can differ from the expected target price used to calculate expected gross return. Therefore, realized and expected gross returns may differ. Also, the investor
must take into account that provisions, trade costs and taxes will influence the final net return earned on the difference between the purchase and selling price of a financial instrument. The difference may be positive or negative and cannot
be forecast with any certainty in advance. In addition, all investors should be aware of the possibility of failure to achieve forecasted events and valuation assumptions on which the document is based, as well as the possibilities of price
fluctuation of a particular financial instrument and/or issuer. In the case of unfavourable movements of the price of a particular financial instrument, there is the possibility of lower future value of the investment compared to the initial
(purchase) value or vice versa. If a financial instrument is denominated in a currency other than the investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income derived from, the financial
instrument, and such investor effectively assumes this currency risk. The reader of the document should also be aware of the significant impact of certain assumptions on predicting the target price of the issuer of the financial instrument,
which is presented in the document, especially in the sensitivity analysis, as well as the fact that past performance is not necessarily an indicator of future profitability of the issuer of the financial instrument and vice versa.

CULTURE
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CULTURE

ALTA Invest, investicijske storitve, d.d. accepts no responsibility for any damage or loss arising from the use of information in this document.

Target price and recommendation is set by determining the fair value of stocks, taking into account fundamental factors and news and should be understood as such. The target price and recommendation does not indicate any relative
performance of the stock versus a regional or sector benchmark.

BUY: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in %, and the estimated dividend yield) for a potential investment in the 12-month period
from the date of the initial rating, which is more than 10%.

HOLD: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in %, and the estimated dividend yield) for a potential investment in the 12-month
period from the date of the initial rating, which is between 0% and 10%.

SELL: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in %, and the estimated dividend yield) for a potential investment in the 12-month period
from the date of the initial rating, which is lower than 10%.

NO RECCOMMENDATION / EVALUATION: No recommendation can be given on the basis of the data available.

In the period between 30.6.2016 and 1.7.2017 the structure of all investment research was:

Number Share Share of issuers, for which ALTA Invest, investicijske storitve, d.d., has provided investment services regarding financial
instruments in last 12 months
Buy 23 55% 14%
Hold 19 45% 10%
Sell 0 0% 0%

Recommendations issued by ALTA Invest, investicijske storitve, d.d. Zelezna cesta 18, 1000 Ljubljana, are valid for 12 months, except in case of previous update of the recommendation. However, ALTA Invest, investicijske storitve, d.d.
is not engaged in periodical updating of the recommendations of the issuer under consideration as well as is not obliged to notify readers about any kind of valuation, opinion or forecast changes, which have arisen from the occurrences
after the recommendation release. When dealing with its customers, ALTA Invest, investicijske storitve, d.d. is not obliged to act in accordance with opinions and assessments expressed in investment recommendations.

Financial analysts responsible for the preparation of the document and other individuals that are familiar with the content of the document have not engaged in any personal transactions or trade with the financial instruments that are the
subject of the document nor have they been connected with the financial instruments during the preparation period of the document, up to and including one day after its publication.

SPECIFIC DISCLOSURES

ALTA Invest, investicijske storitve, d.d. Zelezna cesta 18, 1000 Ljubljana, Slovenia, and the financial analyst responsible for monitoring the issuer under consideration, guarantee that this document has not been disclosed to the issuer of
the financial instrument before its public release. However a preview document (excluding target price and valuation) was disclosed to the issuer of the financial instrument for factual content.

ALTA Invest, investicijske storitve, d.d. and its related legal entities can own shares of the issuer under consideration. A financial analyst responsible for monitoring of the issuer under consideration does not have any significant financial
interests concerning the financial instrument. They also do not have any conflict of interest concerning the issuer under consideration.

ALTA Invest, investicijske storitve, d.d. and/or its related legal entities have performed (any) services concerning financial instruments to the issuer under consideration herein within the past 12 months.
ALTA Invest, investicijske storitve, d.d. and related entities may hold securities of the issuer in question herein.
STATEMENT OF FINANCIAL ANALYST

ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), and the undersigned financial analysts, responsible for the monitoring of the issuer under consideration, declare that they have not received any kind
of compensation that could affect the formulation of this document or opinions expressed in this document. The recommendation has not been disclosed to anyone before it was publicly released.

Saso Stanovnik, Head of research. On the day of the public release, the author of the recommendation did not held securities of the relevant issuer.

First release of the recommendation was performed on 13.4.2010.
Quarterly updates are planned for data, valuation, target price and recommendation.

OTHER INFORMATION

Other information about the services of ALTA Invest, investicijske storitve, d.d. and financial instruments, including general conditions for the provision of services, price lists and other disclosures and information can be found at
http://www.alta.si/, http://www.alta.si/Organizacija_skupine/Ceniki_pogoji_in_akti and http://www.alta.si/Osnove_trgovanja/Razlaga_financnih_instrumentov.

ALTA Invest, investicijske storitve, d.d., Zelezna cesta 18, SI-1000 Ljubljana. Registered at the District Court of Ljubljana, Registration Number: 3710432000, ID for DDV: SI89931181, Share capital: 2,031,803.00 EUR.

The distribution and/or content of this document in other jurisdictions may be restricted or differently regulated by law, and the reader should inform himself regarding any such restrictions. By accepting this document,
the reader consents to be bound by the foregoing instructions.
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