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Powered two wheelers in demand

Interim results from PIERER Mobility confirmed the strong increases in
demand being seen for powered two wheelers as lockdowns ended around
the globe. Both motorcycles and e-bikes segments are benefiting and
while Q220 bore the brunt of COVID-19 impacts, subsequent market
developments require higher year-on-year production levels. The
continued strength of demand in Q3 has led management to increase FY20
revenue guidance by around 3% to more than €1.45bn with an EBIT margin
of 4-6%, and we are increasing our estimates modestly.

Revenue EBIT* EPS* DPS PIE Yield
Year end (€m) (€m) € € (x) (%)
1218 1462 1287 1.82 0.30 280 0.6
12119 1,520 1317 2.42 0.00 211 NIA
12/20e 1458 76.3 102 0.30 50.0 0.6
12121e 1736 1407 2.30 0.30 22 0.6

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

PTW demand in major markets remains buoyant

H120 was affected by the pandemic with revenue falling 21%, but was more resilient
than we anticipated as the subsequent bounce back in demand for powered two
wheelers (PTWs) has been strong in most regions and across both the motorcycle
and e-bikes businesses. Both KTM and HUSQVARNA motorcycle brands grew
market share in all territories and increased registrations in North America and
Australia/New Zealand. The previously noted temporary suspension of production in
Austria from mid-March to mid-May together with other proactive cost and cash flow
controls helped to alleviate some of the revenue declines that arose from dealership
closures due to national lockdowns. The e-bikes business performed ahead of
expectations, delivering a positive EBIT in its initial contribution.

Double-digit H220 revenue growth expected

As we approach the end of Q320, demand for PTWs in the major markets of
Europe, North America and Australia/New Zealand continues to be high. The
market remains strong for the motorcycle brands (KTM, HUSQVARNA and
GASGAS) as well as for e-bikes in Europe. As a result, management has increased
its revenue guidance for FY20 by 3% to more than €1.45bn, implying H2 revenues
more than 10% higher than H219. With e-bike revenue guidance maintained at
€110m, the additional impetus appears to be coming from motorcycles. We would
expect the positive momentum to translate into a full recovery in H121. In response
we have increased our revenue forecasts by 1.2% and 1.5% for FY20 and FY21
respectively and our EPS estimates by 2% and 9% respectively.

Valuation: e-mobility to augment core growth

With the anticipated recovery in FY21 financials to at least FY19 levels, the
resumption of strong organic growth should be augmented by rising e-bike volumes
and profitability with strong cash generation. The FY21 P/E rating of c 22x reflects
the expectation that the move to e-mobility will sustain above average growth.
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Creditable H120 performance in the face of COVID-19

PIERER Mobility delivered a relatively resilient performance in H120 despite the pandemic.
Disruptions caused to economies and activity levels by lockdowns in a number of countries
included the closure of some dealerships for a significant part of Q220, with an inevitable financial
impact. The results were also affected by the temporary suspension of production in Austria for
eight weeks from mid-March to mid-May. Key financial highlights were:

Revenue was down 21% to €600m (H119: €755m), which included the initial consolidation of
the e-bikes business, which contributed €68m.

EBITDA remained strongly positive at €64m, a margin of 10.7%, as the fall in gross profit was
mitigated by proactive operational cost management undertaken during the period. The
measures included furloughing of workers and lower sales and marketing expenses, which led
to a €26m reduction in total operating overhead expenses.

Encouragingly, a positive EBIT of €1.7m was achieved in H120 despite the pandemic and an
increase in depreciation and amortisation of 20%, partially due to the consolidation of the e-
bikes business but primarily reflecting high levels of investment.

After a €0.7m increase in net financial charges, the company reported a loss before tax of
€7.3m (H119 PBT: €38.3m).

Net debt at the end of H120 stood at €489.4m, up from €395.8m at the start of the year despite
only a modest decline in operating cash flow to €41.5m, from €46.3m in H119.

Exhibit 1: PIERER Mobility H120 results summary

Six months ending June (€m) H119 H120 % change
Revenues by segment

Motorcycles 749.9 529.4 (29%)
e-bicycles 0.0 68.3

Other 5.0 23 (54%)
Revenue 754.9 600.0 (21%)
Revenues by region

Europe 462.2 406.9 (12%)
North America 159.1 924 (42%)
Other 133.6 100.7 (25%)
Revenue 754.9 600.0 (21%)
Gross profit 2125 141.3 (34%)
Gross margin 28.1% 23.5%

EBITDA

Motorcycles 97.5 57.2 (41%)
e-bicycles 0.7) 5.6 n.m.
Other 1.2 14 17%
Consolidation 05 0.0 (90%)
Group EBITDA 98.5 64.2 (35%)
Operating profit

Motorcycles 46.2 (2.5) n.m.
e-bicycles (0.7) 35 n.m.
Other 0.6 0.7 17%
Consolidation 05 0.0 (90%)
Operating profit 46.6 1.7 (96%)
Net financial charges (8.3) (9.0 9%
Profit before tax 38.3 (7.3) n.m.
Profit after tax 29.3 (9.6) n.m.
Minorities (14.5) 4.8 n.m.
Net income 14.8 (4.8) n.m.
EPS (€) 0.66 (0.21) n.m.

Source: PIERER Mobility reports
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Free cash improved by €5m to an outflow of €26.6m and the primary additional increase in net debt
was the €40.5m consolidation and recapitalisation of KTM Motohall in Mattighofen, Austria. A
€13.2m cash dividend was paid to the minority shareholder in KTM AG (Bajaj 48%) in H120, but
this should be returned by the minority partner in H220 as a reflection of the tougher operating
environment and to assist liquidity.

Motorcycle volumes recover rapidly in late H120

Motorcycle performance was relatively resilient in the face of lockdowns that shut dealerships in
many countries. Sales fell 29% to €529.4m in H120 with a consequent impact on gross margin
which declined to 24.4% from 27.7% in H119. Some 30k units were lost as a result of the
production shutdown, but management expects to recover the shortfall through higher H220 output
with more shifts and employees.

Motorcycle demand, however, surprised on the upside versus our prior projections, as it recovered
strongly towards the end of the period as lockdowns eased. The company continued to outperform
its major markets in H120 despite the pandemic disruptions, increasing market shares in all of its
main territories. While the European market declined sharply, especially due to the lockdowns in
higher volume countries such as France, ltaly, Spain, the UK and Austria, demand in Germany and
Sweden for PIERER Mobility brands rose by ¢ 3%. Overall KTM and HUSQVARNA registrations in
Europe fell by 11.4% to 37.6k (H119: 42.4k) units against the addressable market decline of 14.7%,
with market share rising to 11.8%.

Exhibit 2: PIERER Mobility main motorcycle markets* and registrations in H120

Market KTM & Husqvarna Market share
H119 H120 Change H119 H120 Change H119 H120
Europe 374,531 319,478 -14.7% 42412 37,590 -11.4% 11.3% 11.8%
North America 240,852 245,057 1.7% 22,558 26,677 18.3% 9.4% 10.9%
Australia/NZ 30,090 33,447 11.2% 4,253 5,926 39.3% 14.1% 17.7%
Total 645,473 597,982 -1.4% 69,223 70,193 1.4% 10.7% 11.7%
India 470,637 265,545 -43.6% 32,001 19,807 -38.1% 6.8% 7.5%

Source: PIERER Mobility. Note: *Market for motorcycles >120cc excluding ATV, scooters and e-motorcycles.

In North America, KTM and HUSQVARNA brands achieved healthy growth in market share to
10.9%, with registrations increasing by 18.3% to 26.7k motorcycles. In the smaller Australia and
New Zealand market, PIERER Mobility brands saw even stronger growth of 39.3% to 5.9k units.

Wholesales to dealers fell by 33% to 90,331 motorcycles (including 501 GASGAS bikes) as
management proactively suspended production in Austria for eight weeks from mid-March as
COVID-19 took hold in Italy, disrupting major component suppliers. However, PIERER'’s extensive
global dealership network, which now totals almost 3,200 dealers, was carrying enough stock to
meet strong retail demand. Overall global registrations increased by 1.4%.

In 2020 PIERER Mobility has the capacity to produce around 140k KTM and Husqvarna
motorcycles in Mattighofen, Austria, with the GASGAS facility in Girona, Spain, producing around
4k units. Bajaj output is likely to be around 108k units in Puna, India.

PIERER Mobility took full control of GASGAS ahead of plan in July 2020. As a side note, the return
to racing appears to be proving successful, with a maiden MotoGP win and strong showings in
recent races as well as good results across MotoX and Enduro competitions.

E-bike demand increasing strongly

Following the purchase of 100% of PEXCO in late December 2019, the newly formed e-bike
business operates as PIERER E-Bikes selling under the Husqvarna and R-Raymon brands, adding
GASGAS in the future. It was fully consolidated in the income statement for the first time in H120. It
is mainly European business with around 1,100 dealers in an e-bike market estimated by PIERER
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Mobility at 3.4m units, as well as 15k e-mopeds. Management maintains its target of 250k unit sales
by 2024 generating revenues of approximately €500m. FY20 revenue guidance is maintained at
€110m.

In H120 a total of 34,351 Husqvarna and R-Raymon e-bikes were sold. In addition, 8,492 traditional
bicycles were sold under the R-Raymon brand. The business made an initial €68m revenue
contribution and generated a better than expected positive EBIT contribution of €3.5m. Initial sharp
market declines during European lockdowns were largely reversed in May and June, as pent up
demand was absorbed and the public propensity for cycling increased.

Outlook

The encouraging trends seen in the major markets since lockdown eased have continued through
August. Partly driven by changes in attitudes towards public transport and potentially supported by
the relative freedom for individuals by powered two wheelers, off road and e-bike demand has been
particularly strong, according to the company.

The worst affected of PIERER’s markets in H120 was India, but there are now signs of
encouragement. If we take total Bajaj Auto’s two wheeler registrations, which we believe includes
KTM and HUSQVARNA brand motorcycles manufactured by the company in India, as a proxy for
Indian market performance, it can be seen that in August sales volumes finally recovered to prior
year levels. In August 2020 Bajaj’s total two wheeler sales (including KTM and HUSQVARNA
brands) were just 1% below August 2019 levels, following the weak H120 market performance
during the lockdown. The lockdown had decimated the Indian market in H120 when volumes were
down 44%, with April down 90%. While PIERER Mobility brand sales were already anticipated to
perform better than the market overall due to new model introductions, we expect demand for its
brands are following a similar recovery pattern for imported motorcycles from Austria as well as
local licensed production.

Exhibit 3: Bajaj Auto total two-wheeler sales volumes in India

450,000 -
400,000 -
350,000 ~
300,000 ~
250,000 -
200,000 ~
150,000
100,000 -
50,000 -

Units

0 T T T T T T T 1
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
—2019 —2020

Source: Bajaj Auto

If the recovery is maintained, the Indian market will only be down around 5% in H220 compared to
the prior year period. It should be remembered that Indian production only produces licence income
that is included in revenue for PIERER, which currently accounts for only around €5m in revenue
(essentially at 100% margin).

Revenue guidance increased

The strength of demand for PTWSs noted in the later weeks of H120 continues in PIERER’s major
markets of North America, Europe and Australia. In addition, markets elsewhere appear to be
recovering to pre-lockdown levels, notably in India. As a result of the apparent structural shift in
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demand for motorcycles and e-bikes, PIERER Mobility is running at higher levels of production in
H220 than last year.

On 28 September 2020 management indicated that the continuation of the positive trends had led it
to increase its FY21 revenue guidance by 3% to more than €1.45bn (previously €1.40bn) and
maintained the EBIT margin range of 4—6%. E-bike revenue guidance was maintained at €110m so
the increase appears to reflect buoyancy in motorcycle markets. H220 revenues are now guided to
be some 10% ahead of H219, and that momentum should continue into H121 when a repetition of
the market disruptions seen in H120 appears less likely.

Earnings revisions

We have modestly increased our earnings estimates, as shown in Exhibit 4. We have assumed
slightly increased motorcycles sales with a volume decline of 13% on FY19 rather than 15%. Our
e-bike forecasts remain unchanged. As we expect the momentum of recovery from H220 to
continue into FY21, our revenue expectations increase by 1.2% in FY20 and 1.5% in FY21.

There is an increase in net debt resulting from the high level of investment being made, which
included €40.5m in the recapitalisation and consolidation of KTM Motohall in H120. The resulting
higher average debt levels increases interest payable. We have adjusted the minority charge
payable to Bajaj to reflect a faster than expected rise in the proportion of e-bikes profitability, albeit
still relatively modest.

Exhibit 4: PIERER Mobility earnings estimates revisions

Year to 31 December 2020 2021

€m Prior New Change Prior New Change
Revenues

Core Motorcycle business 1,330.8 1,348.0 1.3% 1,577.8 1,604.2 1.7%
E-motorcycles 0.0 0.0 0.0 0.0

E-bikes 110.0 110.0 0.0% 132.0 132.0 0.0%
Total revenues 1,440.8 1,458.0 1.2% 1,709.8 1,736.2 1.5%
Core Motorcycle business 387.1 392.1 1.3% 460.9 468.6 1.7%
E-motorcycles 0.0 0.0 0.0 0.0

E-bikes (PEXCO) 15.0 15.0 0.0% 23.8 238 0.0%
Total gross profit 402.1 407.1 1.2% 484.7 492.3 1.6%
Operating expenses (202.0) (204.7) 0.9% (212.4) (207.3) -2.4%
EBITDA 200.1 202.3 1.1% 2723 285.0 4.7%
D&A (127.2) (126.0) -0.9% (137.8) (144.3) 4.7%
EBIT 72.8 76.3 4.7% 134.5 140.7 4.6%
PBT 57.3 60.8 6.0% 120.5 125.6 4.2%
Net Income 22.7 23.0 1.7% 476 51.7 9.0%
EPS (€) 1.01 1.02 1.7% 2.1 2.30 9.0%
Dividend (€) 0.30 0.30 0.0% 0.30 0.30 0.0%
Adjusted net debt 380 413 8.7% 361 366 1.4%

Source: Edison Investment Research estimates
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Exhibit 5: Financial summary

Accounts: IFRS, year-end: December, €m 2018
INCOME STATEMENT

Total revenues 1,462
Cost of sales (1,031)
Gross profit 431
SG&A (expenses) (194)
R&D costs (27)
Other income/(expense) 1
Depreciation and amortisation (82)
Reported EBIT 129
Finance income/(expense) (15)
Other income/(expense) (1)
Reported PBT 112
Income tax expense (27)
Minorities (44)
Reported net income (post-minorities) 41
Basic average number of shares, m 22.5
Basic EPS (€) 2.99
Dividend per share 0.30
Adjusted EBITDA 21
Adjusted EBIT 129
Adjusted PBT 12
Adjusted EPS (€) 1.82
Adjusted diluted EPS (€) 1.82
BALANCE SHEET

Property, plant and equipment 283
Goodwill 96
Intangible assets 327
Other non-current assets 39
Total non-current assets 745
Cash and equivalents 89
Inventories 287
Trade and other receivables 220
Other current assets 13
Total current assets 609
Non-current loans and borrowings 339
Other non-current liabilities 95
Total non-current liabilities 435
Trade and other payables 191
Current loans and borrowings 73
Other current liabilities 104
Total current liabilities 368
Equity attributable to company 297
Non-controlling interest 253
CASH FLOW STATEMENT

Profit for the year 14
Taxation expenses 29
Net finance expenses (16)
Depreciation and amortisation 91
Movements in working capital (83)
Interest paid / received (15)
Income taxes paid (36)
Cash from operations (CFO) 85
Capex (167)
Acquisitions & disposals net 70
Other investing activities (6)
Cash used in investing activities (CFIA) (102)
Movements in debt (38)
Dividends paid (19)
Other financing activities (6)
Cash from financing activities (CFF) (63)
Currency translation differences and other 0
Increase/(decrease) in cash and equivalents (80)
Cash and equivalents at end of period 89
Net (debt)/cash (323)
Movement in net (debt)/cash over period 52

Source: Company reports, Edison Investment Research estimates
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This report has been commissioned by PIERER Mobility and prepared and issued by Edison, in consideration of a fee payable by PIERER Mobility. Edison Investment Research standard fees are £49,500 pa for the
production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of
roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: 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 research department of Edison 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.

Exclusion of Liability: To the fullest extent allowed by law, Edison 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.

No personalised 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 Edison’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.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2020 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

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.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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