A Work Project, presented as part of the requirements for the Award of a Master Degree in
Finance from the NOVA — School of Business and Economics.

Thales' Advanced Technology and
Uncertainty: Navigating Speculation in the
Defence Sector

Jodo André Pedrosa Francisco
51627

A Project carried out on the Master in Finance Program, under the supervision of:

Professor Camillo Riva

17/12/2025



Abstract

This equity research submission provides a comprehensive analysis of Thales, examining
company fundamentals and operating environment to establish foundations for equity
valuation. The analysis progresses through company overview and industry assessment,
evaluating both internal organizational structure and external competitive dynamics.
Financial analysis synthesizes historical performance and value creation patterns, while
valuation methodology integrates qualitative insights and financial data into quantifiable
frameworks incorporating scenario analysis and probabilistic assessment. This submission
comprises the descriptive, financial, and foundational analytical components of a
collaborative equity research project, providing contextual understanding and forecasting
infrastructure necessary for integrated investment conclusions.
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Company Overview

Business Description

Thales Group (Euronext Paris: HO) is a French tech multinational headquartered
in La Défense, Paris. It offers high-tech solutions in Defence, Aerospace and
Digital Identity Solutions (referred henceforth as “Cyber”), selling mission-critical
hardware and integrated software such as radars, avionics, biometrics, encryption
appliances, C2 systems and banking software. With 83k employees generating
€20.6B in Revenues in 2024, Thales’ main presence is in Europe (=60% orders),
with France and other EU states being the largest client base. The company
operates in 68 countries managing 20 production sites, with more than 1k
employees each. R&D is key for Thales’ identity, boasting 40% of the total
workforce involved in Engineering and Tech development, 600 of which strictly
dedicated to Artificial Intelligence. Their yearly commitment to R&D equates to
€4.2b, €1.2b of which is self-funded, translating to over 21k patents. Their key
focus are high-return new technologies that seek to maximize efficiency, such as
Al, 6G, Cybersecurity, Cloud Technology and Quantum Computing. Under the
current management team, in place since 2014, Thales has pivoted away from
capital intensive heavy industry towards Digital and Cybersecurity, notably through
the acquisition of Gemalto and buildout of the new division in 2019 and the sale of
the Ground Transport segment to Hitachi Rail. This has coincided with a greater
emphasis on ethics and ESG allowing for more scalable shift into tech-driven, more

socially acceptable markets without abandoning its core role in defence.?-2
Segment Analysis

Thales operates 3 segments wholly under its reach, these are Defence, Aerospace
and Digital Identity & Security, as well as an “Other” segment, which represents
corporate-level investments and adjustments. Thales is also part of several joint

ventures, such as the Naval Group and Thales Alenia Space."

Pivoting towards the three large segments, Defence includes military solutions with
Naval, Land, Air, Space and Cyber applications. Order intake has outpaced
revenue generation, implying a growth in backlog, which aligns low average
revenue realization rate of 22.4%." This implies that, due to long contracts, the
Defence segment is slow to generate revenues but that the company can safely
assess 50% of their future revenues with over 3 years in advance. The segment is

the company’s cornerstone, and benefits heavily from EU military programs.

The Aerospace segment is a key section of the company due to its civil applications
and long-established presence in the market, with it being a tier-1 supplier of

hardware and software for the industry.m2) It is divided into various sectors, of
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which the highlights are Avionics and Space. The first has posted large contract
wins and is expanding due to larger civil aviation demand post COVID, with key
products such as in-flight entertainment systems. Space, on the other hand, has
slowed particularly due to a drop in the deployment of Geostationary Satellites.3)4)
These telecom and earth observation satellites have suffered from lack of adoption
and are one of the principal products for Thales, making this sub-segment a
headwind for the company". In fact, this segment decreased in Revenues (-0.19%
CAGR) following a pre-covid peak, affected by the supply chain shock that
ensued." The constant maintenance of pre-Covid levels of order intake has led to
an annualized 3.06% book growth rate, which counts on a =2-year backlog,"
implying rises in Revenue in the near future due to the realization of new contracts,

reflecting the segment’s long-term nature.

Lastly, Cybersecurity is a relatively new segment, starting in 2019, post Gemalto
acquisition.®) This segment has exclusively Civil applications — since the military
applications for cybersecurity fall in the “Defence” category — and accounts for 20%
of the sales while also carrying the largest EBIT margins.") Focused on security of
cloud interfaces and innovation in banking, this segment has reported significant
growth since 2018, with 3 years of double-digit growth since COVID-19. In 2025
this segment suffered from disturbances in H1 due to the acquisition of Imperva

and difficulty in integration but is expected to normalize in 2026.%)
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Geography analysis

Thales currently operates in 68 countries spread across all 5 continents, these are
reported as Mature and Emerging markets, representing =77% and =23% of
orders. These are then subdivided into Asia, Near and Middle East and Rest of the
World — essentially Latin America — for emerging markets, who have had
exceptional growth of orders — CAGR of 11%, 19% and 14.5% respectively. The

Mature Markets consist, firstly, of France, the UK and Rest of Europe, which
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collectively define the European market, where Thales is the most established.
Rest of Europe has surpassed France as the single largest market, but the
company remains highly exposed to its home country. The UK has provided the
greatest growth of the mature market with =18% CAGR." The remaining
geographies include North America and Australia & New Zealand, with the first
providing double digit inorganic growth — possibly due to acquisitions such as
Imperva” — and the latter being a declining market.

Shareholder Structure

Thales’ ownership is divided into three large groups. Firstly, the public sector, with
26.6% of share capital, followed by Dassault Aviation with 26.59% of share capital,
and lastly, 46.5% in free float. The Public sector is subdivided into T.S.A. — a
holding company owned entirely by the French state — and the French State
directly, which holds veto powers through a “Golden Share”. The free float
ownership is divided into a small direct employee ownership, and the larger “other
shareholders” block, with individual actors and 597 institutional owners. Thales’
governance is influenced by this structure, as the French state and Dassault
Aviation coordinate their efforts and voting rights through a shareholders’
agreement to preside over the company. Since 2018 Dassault and the French state
have grown their shares by 1.94pp / 0.89pp and voting rights by 1.54pp and 0.69pp

each, at the expense of other shareholders: -2.81pp and -2.23pp respectively.”2
ESG

Environment: Thales follows an SBTi-validated pathway to cut Scope 1 and 2
emissions by 50.4% and Scope 3 categories by 15% by 2030 vs 2018, and has
already halved its operational footprint, largely through energy efficiency and a
sharp increase in renewable electricity sourcing. Most current emissions sit in
Scope 3- 11 “use of sold products”, which drives the group’s focus on eco-design
and energy-efficient end products, earning an inclusion in CDP Climate’s A list.12)

Social: Thales runs initiatives to cultivate a more inclusive environment within the
company, such as pushing for 25% Women in senior management positions and
youth employment initiatives hiring 4,000 young people yearly. Thales and its local
agencies also employ audits to suppliers to ensure human rights and adequate
labour conditions are enforced in the production process. Downstream control is
also enforced so as to ensure no added harm can be produced, requiring export-

control procedures and end-use screening for its clients.”-2)8)

Governance: The stakeholders of the company are represented through the
Board of Directors, 5 nominated by the State, 4 by Dassault, 2 by Employees, 1
for General Shareholders and 4 Independent, jointly selected by Dassault and the

Public Sector. These two jointly appoint the Chairman and CEO of the company,
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which outlines the Executive Committee being composed of 14 people, of which 4
are women, whereas the Board of Directors has full gender parity. The bonus
earned by executives has a 15% share tied to ESG/CSR goals. Committees for
key issues like corruption, export compliance and ethics operate in the board and

company, earning Thales ISO 37001 Anti-bribery and ethics certifications.)2-9)
Trends

Modern warfare has fundamentally shifted from open battlefield conflict to targeted
engagements prioritizing infrastructure disruption and cyber-attacks to erode
civilian institutions and urban systems. This arms race for advanced capabilities,
spanning kinetic and non-kinetic operations, is driving three interconnected

structural changes in the defence sector.0:11)

Firstly, the defence sector is consolidating as firms race to build integrated
ecosystems, raising switching costs and interoperability barriers’?, while also
prioritizing regional supply chains.'® Firms are investing heavily in R&D for artificial
intelligence, quantum computing, and dual-use technologies. Scale becomes a
competitive imperative, particularly in software-centric and deep-tech domains

where startup activity is accelerating with EU and private venture funding.4)

Secondly, as PE and VC become more common in the space, the more funding
will be available for defence startups, hence firms with the scale and operational
flexibility to acquire and integrate them will be positioned to capture excess value.

This will also imply larger, more vertically integrated conglomerates in the sector.®

Lastly, the sector is pivoting toward non-lethal, deterrence-based solutions that
protect nations on the battlefield and within civil infrastructure. ESG commitments
are being elevated to reframe public perception, attract qualified human capital,

and broaden market acceptance beyond traditional defence buyers. ')
Porter’s 5 Forces

Threat of new entrants: Low

The market requires large capital investments for installing capacity, R&D and
testing before revenue can be generated, which usually requires government aid.
Furthermore, the European legal framework in the defence space is still not
consistent across states, adding complexity.'” Lastly, the sector typically operates
directly with governments with high formality barriers, making new partnerships
unlikely, causing startups to become niche providers and not competitors.'®
However, the move towards software and extensive efforts by antitrust institutions,

alongside efforts to simplify the market, could lower the aforementioned barriers.?)



Threat of substitutes: Low/Medium

There are no true substitutes for defence, but specific capabilities face substitution
from alternative technologies and concepts. Some missions can shift between
kinetic (missiles) and non-kinetic (cyber/information) approaches, with developed
nations increasing investment in the latter.91).19) As more capability is delivered
through software and open architectures, the easier it becomes to swap to
alternative solutions, which can increase substitution pressure, even if overall
defence demand remains strong.'® Military COTS (Commercial Off-The-Shelf)
products are possible alternatives to prime-grade systems and are used by armed
forces and integrators to cut costs and accelerate deployment in certain contexts.
These systems have gained popularity with both state and non-state actors.
However, COTS should not be seen as a true substitute for prime systems. It
mainly substitutes specific components and non-critical functions, exerting cost

pressure rather than eliminating reliance on high-end defence suppliers.2
Bargaining Power of Suppliers: Medium / High

Thales has strong leverage over the bulk of its suppliers through scale and ability
to qualify alternatives, but it remains structurally dependent on a small number of
suppliers of materials such as rare earths, which are critical for Thales to deliver
key systems. However, they can partly mitigate this through long-term contracts
and strategic stockpiles."? This risk may gradually decline as Thales pursues
regionalisation and diversification of supply chains, nonetheless, this pivot will take

time to materially reduce dependence, leading to supplier being a key risk.2"
Bargaining Power of Buyers: High

The defence market is close to a monopsony, with national governments as the
main buyers in their own jurisdictions. Defence firms are heavily dependent on their
contracts, with exports mainly providing diversification. This reflects both the ease
of doing business under the same legal and regulatory regimes, and the deep links
between national authorities and their “champion” firms, with interdependency
increasing with cooperation between the two. Moreover, states define regimes for
exports, procurement and industry, while also deciding the composition of defence
budgets. Within alliances, countries can, in principle, switch to other suppliers
However, recent strategies pushing sovereignty along with local industrial
participation, narrow the feasible supplier set and shift bargaining power towards
domestic champions, this being the case for the EU.22) Overall, governments retain
substantial control over the market, but this power is moderated by their strategic
goals, limited number of capable prime contractors and long contract duration,

making buyer power strong rather than absolute.

Rivalry among players: Medium
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A small number of large primes dominate most segments, rarely facing direct rivals
on the same product in a given market, with head-to-head competition in large
markets such as the US and export campaigns. Natural fragmentation in segments
and countries means “national champions” frequently interact with competitors
through joint ventures, sharing workshare instead of purely competing.?®) Recent
moves towards joint procurement in the EU have pushed buyers to bundle demand
into cross-border projects, in principle opening them to a broader set of
suppliers.22:24) Nonetheless, long contract durations, platform lifecycles and high
switching costs make states path-dependent and create de facto loyalty to
established contractors, which dampens the intensity of rivalry. Rivalry between
primes is higher than in the past, as joint procurement and export competition grow,
but constrained by high entry barriers, political considerations and the growing, but

still small number of credible competitors for local clients.
Macroeconomic and Geopolitical factors

Policy Headroom: The EU has approved initiatives that give flexibility to debt
compromises. These include the Defence escape clause for the Stability and
Growth pact, allowing countries to exceed debt ceilings by 1,5% of GDP for
Defence investments, which could mobilise €650b in fiscal space until 2030.
Furthermore, the EU’'s SAFE debt instrument, mobilising €150b of EU joint
borrowings, and also private investment through the EIB. However, policies extend
to practical impact, with the EU also facilitating transportation of military equipment
in a “Military Schengen” space. This is nearly guaranteed short-medium-term

funding and is the cornerstone for increased defence growth.2%

USA Tariffs: The tariffs on the EU are key for understanding risks since they may
strain supply chains and lead to direct impacts on exports — with Thales owing 10%
of their total orders to the NA market.”) The EU received 15% to 50% tariffs for
electronics and raw materials, while also committing to purchase €40b in American
chips and “substantially increase defence procurement” in the US.20) Tariffs may
prove to be a two-pronged attack, hitting top and bottom lines for defence
contractors in Europe due to supply chain and export constraints. Furthermore,
though they are currently in effect the uncertainty of their length causes added

strain, leading to added difficulties in planning and forecasting.

Debt and fiscal policy instability: Fiscal policy and debt in the EU reached critical
levels in 2025, with the EU being expected to maintain 3%-3.5% deficits, while
France is forecast to run a top 5 EU deficit consecutively until 2027, at 5%-5.5%.27
This, despite being the 6™ largest debt holder in relative terms, at 113% GDP, =50
pp more than Germany. Furthermore, the rises in borrowing have led to France’s
debt servicing costs to be responsible for €67b of the budget, with it expected to

grow to €100b until 2030. This has led to erosion of investor confidence in France,
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which could directly affect Thales through loss of purchasing power of its largest
market and through costlier financing, with greater spreads of OATs over Bunds
and higher relative corporate borrowing costs, reducing financial flexibility, leading
to lower efficiency compared to EU peers.28) This risk is slowly materializing despite

good returns of the French private sector, being almost certain in the long run.

Financial analysis

Revenue and margins

From 2018-2024, reported revenue is up 29.8% (4.4% CAGR), or 37.6% (4.7%
CAGR) when annualising H1 2025, moderate for a mature defence profile. Using
2019 as the base year, however, growth drops to 12-19% (2.2-2.9% CAGR),
reflecting a long, COVID-driven slump that delayed the recovery to 2019 levels
until 2023. Segment-wise, Aerospace is still below its pre-COVID peak (-0.9% vs
2018 after a 27% decrease 2018-2020), Defence has delivered a robust 5.8%
CAGR after only a 2.2% dip in 2020, and Cyber/digital has grown roughly 9.5%
since 2019, underscoring its structurally faster profile. Versus peers, Thales’ 16%
2020 revenue drop and 2018-24 CAGR leave it below the combined peer average
(=5% CAGR) but modestly ahead of the European subset (=4.1% CAGR), while
US names compounded at =5.7%."2) Gross margin has stayed around 25%,
dipping modestly in 2020 to 23.3%, remaining ahead of peer averages. EBIT
margin lowered from 8.4% to 6.1% between 2018 and 2024 as R&D and SG&A
rose as a share of sales, putting Thales below its peers on this metric from 2022
onwards. Free-cash-flow margin is negative in 2019 and 2023, but trends toward
6%, broadly in line with peers converging around the 7—-8% band in 2024. By
segment, EBIT margins are roughly 13.1% for Aerospace, 7.2% for Defence and
14.5% for Cyber, reinforcing the narrative of structurally higher profitability and

growth in the smaller, digital activities versus investment-heavy businesses."-?)
Value creation

Core ROIC suffers a decrease after 2019, being affected by the COVID crash, but
recovers partially in 2023. Decomposing it, points towards Core Capital Turnover
having been the engine for both rises in Core ROIC, implying that the firm has
maintained a stable value for operating margin and taxes, which it has, barring
COVID years 2020-2021 for Taxes, where the macro environment played a larger
role in added efficiency. RONIC analysis displays close to negligible values for
most of the analysis period, barring 2021 and 2022, 1 year removed from COVID
years, reflecting the lag of RONIC. Both of these years were years of large growth,
despite negative RONIC, since Thales held negative investment rate, showing us

that there was a move towards shrinking the capital base at a time of negative
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returns on said capital. In 2024 the company returns to growth off positive values
for both, signifying their pivot towards capacity expansion and high return
investments. Comparatively, Thales has stayed in line with general ROIC trends,

barring 2024, when it decreased despite all other groups posting a slight increase.

ROE has remained in the 15%-17% range for most of the analysis, having stable
5%-6% Net Profit Margins with Asset Turnover (=50%-60%) and Assets/Equity
(=4.3-6) being responsible for most of the fluctuations. The company is in line with
its European peers, but far below the US group, which poses lower Assets/Equity,

but structurally larger values for Net profit margin — 3.9% — and Turnover — 19%."-2)
Liquidity & Conversion Cycle

The analysis includes Contract Assets in adjusted Quick Ratio, which include
revenues due to the company owing to an unpaid delivered product, equating to
less liquid accounts payable. The liquidity ratios imply that the firm maintains a
strong profile on average, but that it has decreased its ratios throughout the
analysis period, which could indicate that the firm is easing on its liquidity
requirements for greater investments, possibly due to the newfound availability of
funds externally. The company poses a lower current ratio at 0.9 while EU and US
peers converge towards 1.1, nonetheless, on average, it presents a cash ratio

22pp and 12pp greater than the EU and US respectively.-2)

The firm’s CCC is structurally low, at just over 1 month, up from 12 days in 2018.
This rise is motivated by increases in Days Inventory and Days Receivable,
particularly in the first, with a stagnation of Days Payable. Compared to its peers,
Thales posts a low CCC, in line with US peers, diverging with the aforementioned
rise. Looking deeper, the company holds a clear superiority in Days payable, with
it being 3x larger than the global peer list, which has converged towards 60,
whereas Thales maintains 190 since 2018. This is a key advantage of the company
and shows how its advantageous supplier deals have caused it to partly fund

operations and compensate for less ideal inventory management."-2)
Solvency

The company’s posted climbing Debt/EBIT since 2018, surpassing 5x, and
lowering Interest Coverage Ratio from 55x to 4.7x in 2024. This implies that interest
payment, is now close to 25% of EBIT, owing to the =10x rise in interest payment
value. These values present rising debt values and debt servicing costs alongside
it, which may be an issue if refinancing risk materializes. However, D/E (book)
relatively low value for an asset-heavy and consistent cashflow industry like
defence. Furthermore, Net Debt/EBIT shows a more acceptable ratio, seldom
surpassing 3x, displaying Thales’ strong cash position, which lowers balance sheet

risk and gives it room to de-lever in the future. The latest interest coverage value
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Starting Backlog + Order Intake
= Revenues + Ending Backlog

Exhibit 16 — Baseline Formula

Revenues = (Starting Backlog +
Order Intake) x Conversion Rate

Exhibit 17 — Model Revenue
Formula

Conversion Rate = Revenues /
(Starting Backlog + Order Intake)

Exhibit 18 — Conversion Rate
Formula
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is aligned with peers, painting the decrease as a convergence, but placed Thales
with the lowest ratio in 2024. Net Debt/EBIT, on the other hand, has evolved
irregularly in all sets, with Thales residing in between US and EU peers, currently

aligned with the global group.”-2

Forecasts

The revenue forecasting process was based on backlog creation of each segment,
with revenues being a function of Starting Backlog, Order Intake and Conversion
Rate, following the formulas on exhibits 17 and 18. Conversion rate (Exhibit 19)
was assumed constant. Order intake was, as such, the singular exogenous driver,
estimated through a granular top-down approach, based on investment programs
first and market growth estimates when needed. Each segment contained distinct
growth rate for the geographies that composed it, with these being assumed as
having a constant share across time and segments due to a lack of granular data
on order intake, segments and locations. Costs were derived from their values in

2025 to their target ratios over revenues in 2035.

= Sales

Aerospace

The aerospace segment comprises Avionics and Space areas. However, while the
first is well documented and contains sources pointing to its growth, the Space
segment operates mostly through Joint Ventures and is currently restructuring.
Forecasting this segment would introduce noise into the model and face difficulties

due to lack of data and speculation. As such, Space is excluded from the valuation.

Europe: This aero growth is forecasted at 4%-6% CAGR until 2030 according to
market research, backed by a 2% growth rate of flights, modernization/renovation
of fleets and the European ATM plan.29)30:3") Airbus and Boeing both state that
global fleets will double until 2044, providing a global =3.5% CAGR for aircraft
production in the long run. Boeing specifies 3.1% traffic growth rate for
Eurasia,32):33) slightly deviating from the 2% stated by Eurocontrol,34) but cementing
the growth from 2025 in the low single digits for the long run. Furthermore, market
reports state that aircraft production has been slow to recover post covid, indicating
inertia in the short term. Maintenance and Repair operations (MRO) are also
expected to rise by the mid-single digits in the continent, a market which allows
Thales to access recurring revenues in the long run, even with lower production

demand.35 This leads to 4% growth until 2035, the lower end of market estimates.

North America: The FAA states the number of commercial aircraft will grow at

1.7% in the long run in the US (-2045), with the international market growing



revenue per mile, available seating per mile and enplanements around 3%, with
domestic carriers following suit.3®) MRO have also been estimated through market
research to sit close to 4%, implying above market growth.3”) These values point
towards an estimate of =3.5% as a baseline for stable growth rate in the medium
term, tapering to 3% 2030-2035.

Australia and New Zealand: Australia’s growth according to market research sits
in 1.5%-3.5% until 2030,38)-3%) with the MRO subsegment at 6%-7% growth.*%) New
Zealand’s smaller market along with similar travel conditions to Australia allowed
us to bundle the region and use the latter’s values. This led to expected 4% growth
until 2030. After this date, long-term drivers such as passenger traffic through
airports and international passenger traffic in Australia base growth, with both of
these being *2% CAGR.4"

Emerging Markets: Asia contains 60% of the world’s population, whose rise of
the middle class has allowed for the proliferation of low-cost companies, boosting
access to air travel. Due to this, Boeing’s poses 5%-7% CAGR expectation for
Asia’s passenger growth into the 2040s,32:3%) with market growth expectations
close to 8%.42 However, the =6% CAGR for MRO,*3 implies lower possible growth.
6.5% is chosen for growth until 2035 to reflect the power of demographic pressures
on market progression. The middle east will grow mainly through state-backed
initiatives to bolster more efficient large aircraft, due to the existence of large state-
owned airlines.** The market is expected to grow in the mid-single digits, with
Boeing outlining 4%-4.5% growth in the next 20 years.3233) Oliver Wyman points
to =5% growth in the market along with 2%-2.5% MRO market growth until 2035.4%)
4% growth is assumed reflecting the push towards greater access, but lower MRO
presence. Latin America’s growth is similar to Asia, with rising population and
middle class, but less expressive due to lower scale. Boeing outlines the region’s
traffic will grow =4% until 2040,%2):3%) with market research pointing to a =6% growth
for market and fleet size.*®) MRO, on the other hand, assumed growth of 3%-

3.5%.47) Leading to a 4.5% growth rate estimate.
Defence:

Europe: The EU is targeting an added €800b in defence spending until 2030, from
a 2025 budget of €392b.1348) A fixed growth rate of 11.6% of expenditure on
defence is assumed to meet the goal, and the EDTIB procurement mandate of
55%,4%) growing from 42%, to assess how much of the growth will go to European
producers. This leads to a =20% increase in yearly revenue for Europe’s Market
until 2030. Post 2030, a 4% growth rate is assumed, above GDP estimates, being
the target of a sensitivity analysis due to its impact on share price.

UK: The UK operates outside of the European joint defence efforts, hence it is

forecasted separately. The model uses increases in GDP and share of GDP
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3.98%

dedicated to defence to forecast growth in the market. The first has nominal
increases of 3%-5% in 2025-2027,5°) whereas the defence budget rises from 2.4%
to 2.5% from 2025 to 2027.5" Since no more investment programs exist that rally

a UK spending increase, the market retains 2027 growth levels in perpetuity.

North America: The North American market has growth expectations in the 3.5%-
5% range until the late 2020s.52)53) 4% growth is assumed for this mature market,
despite the volatility from Trump’s BBB, inducing 15% YoY growth on defence
spending.5*) Most of this added spending will be captured by American firms and
unrealistic for Thales to capture all of the growth in 2026. Growth is front loaded to
6% to account for this possibility and maintain the growth expectations until 2030,
calculated as 3.5% growth. This value sits below expected nominal GDP growth

rate — 2% real and 2% FED targeted inflation —and hence will be used in perpetuity.

Australia and New Zealand: This region is expected to grow at 5%-6% until
2030,%9):56) with it mainly being driven by pacific and UK partnerships for Australia,
but also large local initiatives in NZ. This implies harder penetration of EU products,
leading to 5% being chosen as a more conservative estimate, in line with NZ's 5%
growth rate.®”) This will be the case until 2033, tapering until 2035’s perpetuity rate
of 4.5%, aligned with GDP growth for both countries.

Emerging Markets: Emerging markets have an important role to play in Defence,
possibly being a growing market in the future. Asia’s defence market is expected
to grow at 3%-4%, but Defence systems more specifically point closer to *6%,58).59)
hence a 5.5% growth rate is chosen until 2030, tapering to 4% in 2035 aligned with
GDP expectations.f® The middle east follows the same pattern, with baseline
defence growth rate at =4%, but defence-adjacent markets like aircraft, logistics
and Al growing at =5%, =6% and 14.2% due to evolution of warfare in the
levant.61).62).63)84) A 6% CAGR is chosen until 2030 due to Thales’ growing
presence in the market, tapering to 5% in 2035. Lastly, Latin America’s growth sits
at =4.5%,55)6%) above the rest, with it being chosen in perpetuity due lacking

defence adoption programs.
Cyber:

Europe: The continent will pose a large 10.8% growth rate in the Cyber and Digital
market®”) until 2030 due to the Digital Europe Program and EIF Cyber investment
initiatives. These have been in place since 2021, under the InvestEU banner,
terminating in 2027.%8) Investment timings are assumed to be negligible and, as
such, spread growth equally until 2030, with them gradually tapering into a long-
term economic growth rate from 2030 to 2035. The 3% perpetuity growth rate was
chosen due to it being slightly above the 1%-2% expected nominal GDP growth

rate for Europe since cyber is a high margin sector with large growth possibilities.
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Exhibit 22 — Costs as % of Revenue

Evolution Forecast

5.8

2035

North America: The market expectation for growth sits at the low double digits,
due to regulation incentives, large tech firm presence and spread of sophisticated
threats.5970) 11% is chosen for growth until 2030, tapering to 2035’s value of 4%
for GDP growth.

Australia and New Zealand: Following similar methodology to defence and aero,
Australian estimates will be prioritised. Market research points to =15% CAGR until
2030 for the Australian Cyber market, with New Zealand’s being =7%-8%,7"-72) with
real GDP estimates indicating =2%-2.5% growth stabilizing in 2030.7® CAGR is
thus estimated at 14% until 2030 and 4.5% from 2035, applying the previous taper.

Emerging Markets: Asia has forecasts of market growth of 15%-16% until 2030,
due to rapid digitalization of the economy.”).7%) In 2035 the expected nominal GDP
growth rate of 4% was chosen.59) The Middle East’s market has sources pointing
closely to 12.5% CAGR to 2030,7®77) whereas GDP estimates are much less
consensual and short sighted, pointing to 2.5%-4% real growth before 2030.78) A
5% growth rate was chosen as an assumption for 2035. Lastly, Latin America
presented a wide corridor for growth rates until 2030 7%-14%.798 Leading to 10%
being assumed until 2030 and growth of 5% in 2035, in line with GDP numbers.8"

All of the 2035 rates were reached through a 5-year taper from the 2030 values.
Other: This sector is inexpressive and grows at the historic average of 3.93%.
= Costs

For costs, the forecast centred around Gross Margin, R&D Expenditure and SG&A
(the sum of Sales/Marketing and General and Administrative Expenses). R&D was
kept constant as a percentage of revenues to highlight Thales’ continued push for
innovation.”2 SG&A decreased from 11% to 9% to highlight possible margin gains
through scale. Lastly, gross margin was forecasted as COGS%, with this variable
increasing to the average of the entire peer group. This was chosen despite the
growing pivot towards high margin Cyber and software products to highlight the
added competition of operating in a field such as Defence, where growing funding
will cause market actors to undercut competition in the medium to long run in a bid
to land more contracts and grow their base. Since the cost structure affects ROIC
and RONIC dynamics, minor % changes shift the year in which the model reaches
terminal equilibrium, forcing greater growths on what should be the terminal year

(2034), making sensitivity analysis economically uninterpretable.
Scenario Analysis

The scenarios were constructed as a way to add nuance to the model, by
assessing the impact of structural changes in the setting the company operates in,

providing greater detail to valuation without blurring it with conjecture. There are 4



Scenario Explanation

Baseline
Lack of 2.0 for
Implementation European
Defence
-2% applied
to growth
French Debt Crisis rate across
all
segments
Flat 2%
addition to
Intensity in M&A Cyber
yearly
revenues
Added
Negative
Effect of
Tariffs

Persistent Tariffs

Exhibit 23 — Scenario descriptions

Scenario Analysis

Min €177.99
Median €197.78
Average €198.75
Max €222.90

Min Hold Price  €230.50

Exhibit 24 — Scenario results

fully independent scenarios in this analysis, combining for a total of 16 outcomes,

with none impacting factors such as WACC or Terminal Value start date.

The first scenario “Lack of Implementation” centred on Europe’s inability to follow
through with the defence spending rates the bloc committed to, materialized in a
low -1% flat reduction of growth, leading to 15% less cumulative growth over the
analysis period. This scenario is key in understanding possible downside risk,
since Thales’ investment thesis is that this company is well positioned to capitalize

on added EU investments.

Secondly, “French Debt Crisis”, this scenario highlights how the current
macroeconomic environment surrounding the French state could materialize in
lower profitability for the company. The scenario was applied differently across
each segment. For Aerospace, with low direct state intervention in commercial
airlines, the negative impact was fixed at -0.5% per year. Defence, the main victim,
was modelled as falling short of their 3.5% goal of GDP for Defence,? falling
instead to 2.75%, up from 2% (implementing only 50% of the total committed). This
equates to -2.5% spending yearly. Lastly, these are expected to have an impact
through lower governmental investments in digital infrastructure, with these effects
being more pronounced than the ones on military spending due to lack of
commitment of funds, however, the segment’s mix of civilian-grade public contracts

and private client base dampens this, leading to -2% effect.

The third scenario is Cyber-specific, and it highlights the M&A possibilities of the
sector. “Intensity in M&A” adds 2% yearly for Cyber due to the possibility of M&A
efforts. The model did not include M&A, hence it is important to showcase this is a
possibility for Thales, especially in Cyber, where they have conducted large
acquisitions to grow the branch and expand geographically, especially through

Imperva’s acquisition in 2023.

Lastly, “Persistent Tariffs” displays the negative impacts of tariffs in the North
American region. By the nature of the tariffs imposed by the USA, Aerospace is
not impacted, due to the “Zero for Zero” clause on aircraft and aircraft parts.83
Macro studies of US tariffs against Europe suggest that EU exports fall by around
1-1.5% relative to baseline.?4) Defence and Cyber companies are poised to bear
more of the downside due to a simultaneous pivot towards sovereignty and “Buy
American”, but also due to the availability of contractors operating within the
country. The model therefore assumes that this reduces revenue growth in 3pp,
reflecting loss of share to US defence and cyber institutions, with this effect is

tightened to -1pp post Trump leaves office.

Across all combinations of the four scenarios, the recommendation persisted, with
Share Price fluctuating between €177.99 and €222.90, a SELL indicator.
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results distribution
Bin Width: 10 (0-370)

Metric Value

Min 105.14
1st Quartile 201.99
Median 217.38
Average 221.09
3rd Quartile 236.55
Max 371.07
Standard Deviation 34.70
Exhibit 26 — Monte Carlo results
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Exhibit 27 — Multiples analysis EU

only

Monte Carlo

The Monte Carlo valuation was conducted as a different sensitivity analysis to
assess whether probabilistic methods could deliver a similar valuation to Multiples
and DCF. The model assesses inputs with difficult estimations and large impacts
on overall valuation, which are able to be characterized as a probability. These
focused on finding adequate values for Terminal Value through the estimation of 5
variables — Terminal Growth Rate, Gross Margin, Market Risk Premium, Effective
Tax Rate and Working Capital Intensity. All of these variables impact the model
significantly and can be arbitrary in their estimations. The distribution
characterising all variables was the PERT distribution, chosen due to its ability to
be skewed and truncated but have a lower emphasis on tails than its Triangular
counterpart. Each valuable was assigned a minimum, most likely and maximum
value. Terminal Growth was centred on the last value from the Long-Term Value
Drivers, at 2.1%, with a lower bound of 1.5% for a no growth low inflation future,
and upper bound of 3.5%, with 2% inflation and 1.5% real growth for modern
economies. Gross Margin was anchored on the average values for each of the
available peers, with the lower bound being Europe, the upper for US and the most
likely value being the joint group. Market Risk Premium placed upper bound on a
country with Moody’s A3 debt rating, the lowest of Upper Medium Grade
investments. The lower bound was placed on AAA, whereas the mode was A1,
where France currently stands. For effective tax rates the maximum and minimum
were the greatest and lowest values of effective tax rate recorded by Thales
excluding Covid years, with the mode being the average. The same method was
used for Working Capital Intensity, without the exclusion of COVID. The results
offer a 30€ interval (15t to 3 quartile) from €201 to €236 for share price, with
median at 217€, which exceed the DCF value and create a tighter range compared

to multiples, while corroborating the SELL argument.
Multiples Valuation

For multiple analysis, the peers outlined for Europe (Airbus, Safran SA, BAE
Systems, Leonardo, and Saab) were used along with the American peers
(Honeywell, Northrop Grumman, RTX / Raytheon, Lockheed Martin, and L3Harris)
to build two distinct ranges. The first outlining the valuation range when comparing
Thales to Europe alone, and both being used to compare it to global players. This
was done as a way to potentially notice patterns of overvaluation within the list of
European peers which are currently also enjoying larger multiples due to European
investment schemes 10 Multiples were analysed, with 4 being highlighted as the
main anchors of the analysis due to their relevance and consistency — EV/EBIT,
EV/EBITDA, EV/FCF and Forward P/E. EV/EBIT is the main point of the analysis,

accurately capturing defence’s setting of high CAPEX and investment, with
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Exhibit 28 — Multiples analysis global

EV/EBITDA being the counterpart that assesses how certain segments within said
companies operate (with lower levels of Capex and depreciation). EV/FCF was
also used as a way to gauge cash generation and forward P/E aided in checking
market sentiment along with the DCF’s expectations for future revenues, serving
as a sanity check. These values netted a range (1%t to 3 quartile) of €175.5-€271.4
for Europe and €165.8-€254.3 for global, both being large ranges that cover SELL,
HOLD and BUY. The medians aid in anchoring the valuation, with these being
€202.9 and €198.0 for EU and Global respectively, firmly in the SELL range. It is

important to note that US peers retained lower multiples than the EU counterparts.

Stock Performance

Thales' stock performance is analysed against two benchmarks: the MSCI World
Index (broad market) and the S&P Vision Index (defence/military-tech peers). The
three track similarly until February 2022, when Russia's invasion of Ukraine
triggered a sharp rally in Thales and expected European defence spending
increases. Thales' outperformance reflects its positioning in dual-use technologies,
capturing both military and civilian cybersecurity contracts compared to pure-
defence peers. The S&P Vision Index converges with Thales by October 2023
before exceeding it in January 2024. The divergence widens following Trump's
March 2025 suspension of Ukraine aid, which prompted EU rearmament
commitments. Between January and March 2025, Thales surged 78.5% versus the
index's 49.9%, bolstered by strong H1 2025 results, despite not surpassing the
latter. An April 2025 pullback coincided with US tariff announcements, reflecting
investor concerns over supply chain exposure and correction following the
rearmament rally. Post-“Liberation Day”, the Vision Index has continued to widen
its lead, driven by a shift in constituent exposure toward higher-growth peers
capturing new contract wins. Thales exhibits the cyclical characteristic typical of
the sector: periods of visibility and major contract awards drive outperformance,
while consolidation follows. The company currently faces margin pressure after a

period of leadership, as the index rebalances to capture new growth opportunities.
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Winning the battle, losing the war

L] Valuation saturation: Current trading levels already include
elevated defence spending, high order intake conversion, and
sustained margin expansion. DCF and multiples show limited upside

even under optimistic operating assumptions.

= Governance-imposed conservatism: Political oversight
and long-term strategic shareholders constrain Thales’ risk appetite
and capital allocation flexibility, reducing upside opportunities and
reinforcing valuation strictness in a normalised defence spending

environment.

L] Optimistic external conditions: European governmental
bodies are currently pushing for greater investment into defence,
while simultaneously simplifying legislation and facilitating cross-

border regional cooperation and sourcing.

. Recovering Aero sector: After difficult years following
COVID, growth converged with pre-pandemic trends and Thales’

Aerospace segment reached 2019’s revenues for the segment.

= Excessive Rally: Following geopolitical uncertainty and
attrition at the diplomatic level, multiple blocs indicated they would be
pursuing added regional supply chains and defence production

capabilities, which has caused Thales’ stock price to rise 72% YTD.

Company description

COMPANY REPORT
17 DECEMBER 2025

51627 @novasbe.pt
51654@novasbe.pt

Recommendation: Sell
Vs Previous Recommendation -
Price Target FY26: 202.29 €
Vs Previous Price Target -
Price (as of 4-Feb-26) 230.50 €

Yahoo Finance, 12/12/2025
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47,510.100
205.500

52-week range (€)
Market Cap (€m)
Outstanding Shares (m)

Source: Yahoo Finance, 12/12/2025
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e European Defence Vision Index (Base 100)
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Source: MSCI, S&P, Yahoo Finance, 21/11/2025

Valuesin €M 2024 2025E 2026F 2027F
REV 20,576.60 22,785.98 24,651.81 26,659.02
EBT 1,084.50 1,607.19 1,860.93 1,985.55
NI 1,344.40 1,276.55 1,554.80 1,655.31
Order Book 50,037.50 55,164.54 55,164.54 59,752.91
Valuesin €

EPS 6.55 6.22 7.57 8.06
P/E - 2.08 -

Source: URD, 2024 (Company Report)

Thales is a tech-defence prime operating in France selling software and hardware with military and civilian
applications, mainly radar and sensor systems for airplanes. New investments are focused on existing
capacity and growing into more agile digital sectors such as military and civilian grade cybersecurity.

THIS REPORT WAS PREPARED EXCLUSIVELY FOR ACADEMIC PURPOSES BY JOAO FRANCISCO AND MANUEL NETO, MASTER IN
FINANCE STUDENTS OF THE NOVA SCHOOL OF BUSINESS AND ECONOMICS. THE REPORT WAS SUPERVISED BY A NOVA SBE FACULTY
MEMBER, ACTING IN A MERE ACADEMIC CAPACITY, WHO REVIEWED
THE VALUATION METHODOLOGY AND THE FINANCIAL MODEL.
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1 Company Overview
1.1 Business Description
Thales Group (Euronext Paris: HO) is a French tech multinational headquartered
€4,023.6 €5’2477$'6’ in La Défense, Paris. It offers high-tech solutions in Defence, Aerospace and
20% °

Digital Identity Solutions (referred henceforth as “Cyber”), selling mission-critical
hardware and integrated software such as radars, avionics, biometrics, encryption

appliances, C2 systems and banking software. With 83k employees generating

: . . L ~R00
€10.969.3 €20.6B in Revenues in 2024, Thales’ main presence is in Europe (=60% orders),

53% with France and other EU states being the largest client base. The company
operates in 68 countries managing 20 production sites, with more than 1k
employees each. R&D is key for Thales’ identity, boasting 40% of the total
= Aero = Defence = Cyber

workforce involved in Engineering and Tech development, 600 of which strictly
Exhibit 1 — Revenue per segment i e . . i .
dedicated to Artificial Intelligence. Their yearly commitment to R&D equates to
€4.2b, €1.2b of which is self-funded, translating to over 21k patents. Their key
focus are high-return new technologies that seek to maximize efficiency, such as
Al, 6G, Cybersecurity, Cloud Technology and Quantum Computing. Under the
current management team, in place since 2014, Thales has pivoted away from
capital intensive heavy industry towards Digital and Cybersecurity, notably through
the acquisition of Gemalto and buildout of the new division in 2019 and the sale of
the Ground Transport segment to Hitachi Rail. This has coincided with a greater
emphasis on ethics and ESG allowing for more scalable shift into tech-driven, more

socially acceptable markets without abandoning its core role in defence.?-2

1.2 Business Model
24,000 Thales operates a system-integration—driven business model focused on the
25 000 4.67% 21,818 design, delivery, and long-term support of mission-critical technologies across
’ CAGR 20,577
20,000 18,428 defence, aerospace, and digital security. Instead of competing as a volume
’ 17, 569
18,401 - manufacturer of hardware, Thales positions itself as a prime systems architect,
18,000
15,8550 16192 combining proprietary hardware, embedded software, and digital platforms into
10000 15871 integrated solutions tailored to sovereign and large institutional clients.
14,000
Product and Solutions Mix
12,000
10,000 Thales’ offering can be divided into three categories with distinct cash-flow
o Q'\C” o> ’1:\ w” Q'f’ o

51?’ characteristics:
v

Exhibit 2- Revenue Evolution Integrated Defence & Aerospace Systems: These include radars, avionics,
command-and-control (C2) systems, sensors and mission systems. Products are

highly customised, certified, and embedded into national defence platforms.
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Digital, Cybersecurity and Software Solutions: Covering digital identity,

encryption, cloud security and cybersecurity platforms.

Dual-Use Technologies: Thales increasingly develops technologies applicable to
both defence and civilian markets (Al, encryption, quantum, avionics software),
allowing partial reuse of R&D investments and improved capital efficiency over
time. This mix results in stable revenues anchored by defence contracts,

complemented by higher margin but more competitive digital activities.
Contract Structure and Revenue Logic

A defining feature of Thales’ business model is its contractual architecture. Most
defence and aerospace revenues originate from multi-year contracts with timed
payments and advance funding. As a result, revenue recognition is gradual and
tied to execution, backlog provides multi-year revenue visibility and working capital
is structurally negative due to customer pre-payments and deferred revenue. This
structure reduces short-term cyclicality but increases exposure to execution risk
and programme timing, explaining why free cash flow volatility is driven more by

working-capital movements than by operating profitability, key for valuation.
Position in the Aerospace and Defence Value Chain

Thales operates primarily as a prime systems integrator and Tier-1 supplier,
positioned upstream in the defence and aerospace value chain as defined by the
OECD defence industrial base framework and the European Defence Agency
capability model. Value creation arises less from volume manufacturing and more
from system architecture, integration capability, certification, and lifecycle support.
The company competes at the system-of-systems level, integrating complex
subsystems, such as radars, avionics suites, command-and-control (C2)
platforms, and secure communications, into interoperable solutions aligned with
NATO and EU standards. Examples include ground-based air defence and radar
systems deployed across EU member states, avionics and mission systems
supplied to Airbus platforms, and satellite and space programmes delivered

through consortia such as Thales Alenia Space.?
1.3 Segment Analysis

Thales operates 3 segments wholly under its reach, these are Defence, Aerospace
and Digital Identity & Security, as well as an “Other” segment, which represents
corporate-level investments and adjustments. Thales is also part of several joint

ventures, such as the Naval Group and Thales Alenia Space.?

Pivoting towards the three large segments, Defence includes military solutions with

Naval, Land, Air, Space and Cyber applications. Order intake has outpaced
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revenue generation, implying a growth in backlog, which aligns low average
revenue realization rate of 22.4%." This implies that, due to long contracts, the
Defence segment is slow to generate revenues but that the company can safely
assess 50% of their future revenues with over 3 years in advance. The segment is

the company’s cornerstone, and benefits heavily from EU military programs.

The Aerospace segment is a key section of the company due to its civil applications
and long-established presence in the market, with it being a tier-1 supplier of
hardware and software for the industry."2 It is divided into various sectors, of
which the highlights are Avionics and Space. The first has posted large contract
wins and is expanding due to larger civil aviation demand post COVID, with key
products such as in-flight entertainment systems. Space, on the other hand, has
slowed particularly due to a drop in the deployment of Geostationary Satellites.*)?
These telecom and earth observation satellites have suffered from lack of adoption
and are one of the principal products for Thales, making this sub-segment a
headwind for the company?. In fact, this segment decreased in Revenues (-0.19%
CAGR) following a pre-covid peak, affected by the supply chain shock that
ensued." The constant maintenance of pre-Covid levels of order intake has led to
an annualized 3.06% book growth rate, which counts on a =2-year backlog,?
implying rises in Revenue in the near future due to the realization of new contracts,

reflecting the segment’s long-term nature.

Lastly, Cybersecurity is a relatively new segment, starting in 2019, post Gemalto
acquisition.®) This segment has exclusively Civil applications — since the military
applications for cybersecurity fall in the “Defence” category — accounts for 20% of
the sales while also carrying the largest EBIT margins.” Focused on security of
cloud interfaces and innovation in banking, this segment has reported significant
growth since 2018, with 3 years of double-digit growth since COVID-19. In 2025
this segment suffered from disturbances in H1 due to the acquisition of Imperva

and difficulty in integration but is expected to normalize in 2026.7)

Shareof CAGR CAGR EBIT Backlog

SEEmEnt Revenue (sales) (Book) Margin Coverage
36vr Spike in
Defence 53% | 4.83% 10.27% | 13.10% séleys 2024,
13.9% YoY
Recovering
Aerospace 27% | -0.19% |  3.06% | 7.20% | 2yrsates | O™
CovID
dynamics
Digital Only 1.4%
Identit 2 i
dentity 20% | 7.78% |  6.85% | 14.50% | 02V organic
and sales growth
Security 2024

Exhibit 3 — Segment Details
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1.4

10,000.0
5,000.0 I

2018 2024 2025E

mEurope mNorth America

WAustralia & New Zealand ®Emerging Markets

Exhibit 4 — Evolution of Revenue
per geography

period

Mature Markets 76.9%
Europe 61.4%
France 28.3%
UK 7.2%
Rest of Europe 25.9%
North America 10.8%
Australia & NZ 4.7%
Emerging Markets 23.1%
Asia 10.4% 1-5

Near and Middle East 8.0%
Rest of the world 4.7%

Exhibit 5 — Share of Revenues

29.95% 36.37%
3.75%
29.93%

= French State

= Dassault Aviation
= Employees = Other Shareholders

Exhibit 6 — Shareholder Structure

1.6
% of Share % of Voting

Entity Capital Rights
Public
Sector 26.60% 36.37%
T.S.A. 26.60% 36.37%
French State -% -%
Dassault
Aviation 26.59% 29.93%
Thales 0.28% -%
Free Float 46.53% 33.70%
Employees 2.93% 3.75%

Other

Shareholders 43.60% 29.95%

Geography analysis

Thales currently operates in 68 countries spread across all 5 continents, these are
reported as Mature and Emerging markets, representing =77% and =23% of
orders. These are then subdivided into Asia, Near and Middle East and Rest of the
World — essentially Latin America — for emerging markets, who have had
exceptional growth of orders — CAGR of 11%, 19% and 14.5% respectively. The
Mature Markets consist, firstly, of France, the UK and Rest of Europe, which
collectively define the European market, where Thales is the most established.
Rest of Europe has surpassed France as the single largest market, but the
company remains highly exposed to its home country. The UK has provided the
greatest growth of the mature market with =18% CAGR." The remaining
geographies include North America and Australia & New Zealand, with the first
providing double digit inorganic growth — possibly due to acquisitions such as

Imperva® — and the latter being a declining market.
Shareholder Structure

Thales’ ownership is divided into three large groups. Firstly, the public sector, with
26.6% of share capital, followed by Dassault Aviation with 26.59% of share capital,
and lastly, 46.5% in free float. The Public sector is subdivided into T.S.A. — a
holding company owned entirely by the French state — and the French State
directly, which holds veto powers through a “Golden Share”. The free float
ownership is divided into a small direct employee ownership, and the larger “other
shareholders” block, with individual actors and 597 institutional owners. Thales’
governance is influenced by this structure, as the French state and Dassault
Aviation coordinate their efforts and voting rights through a shareholders’
agreement to preside over the company. Since 2018 Dassault and the French state
have grown their shares by 1.94pp / 0.89pp and voting rights by 1.54pp and 0.69pp

each, at the expense of other shareholders: -2.81pp and -2.23pp respectively.2)
ESG

Environment: Thales follows an SBTi-validated pathway to cut Scope 1 and 2
emissions by 50.4% and Scope 3 categories by 15% by 2030 vs 2018, and has
already halved its operational footprint, largely through energy efficiency and a
sharp increase in renewable electricity sourcing. Most current emissions sit in
Scope 3- 11 “use of sold products”, which drives the group’s focus on eco-design

and energy-efficient end products, earning an inclusion in CDP Climate’s A list.")2)

Social: Thales runs initiatives to cultivate a more inclusive environment within the

company, such as pushing for 25% Women in senior management positions and

Exhibit 7 — Shareholder Structure
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AVG
Tenure
(yrs)

No

Shares

28,144 6.1
2,018 15.5
1,293 18.7
2,112 5.0

174 5.1

Exhibit 8 — Board of Directors

youth employment initiatives hiring 4,000 young people yearly. Thales and its local
agencies also employ audits to suppliers to ensure human rights and adequate
labour conditions are enforced in the production process. Downstream control is
also enforced so as to ensure no added harm can be produced, requiring export-

control procedures and end-use screening for its clients.-2)9)

Governance: The stakeholders of the company are represented through the
Board of Directors, 5 nominated by the State, 4 by Dassault, 2 by Employees, 1
for General Shareholders and 4 Independent, jointly selected by Dassault and the
Public Sector. These two jointly appoint the Chairman and CEO of the company,
which outlines the Executive Committee being composed of 14 people, of which 4
are women, whereas the Board of Directors has full gender parity. The bonus
earned by executives has a 15% share tied to ESG/CSR goals. Committees for
key issues like corruption, export compliance and ethics operate in the board and

company, earning Thales ISO 37001 Anti-bribery and ethics certifications.!)2-10)

Key Milestones

1.7
Year Milestone Strategic Relevance Valuation Implications
. Shift from industrial electronics to a .
2000 Rebranding to Thales technology-driven defence and systems- Suppqrts long-cycle gash-flow modelling
Group h - and higher entry barriers.
integration model.
. Strategic pivot toward digital, cybersecurity, ; . )
2014 ézt': :l':tg'a ?:; of CEO and software-intensive activities; improved ilggig;\;?s I;)er;rgljvt:sr%girﬁ;neg;oﬂle but
capital discipline. ’
Creation of Digital Identity & Security Higher EBIT margins and growth
2019 Acquisition of Gemalto segment; increased exposure to software optionality, but higher execution and
and recurring revenues. integration risk.
Divestment of Ground . o) . Reduces capital intensity, supports higher
ggg;_ Transportation (Hitachi E)ﬁ\lltefrr—%g:ai]slteaa(‘ltilCitt?;sswe‘ structurally Return on Invested Capital (ROIC) and
Rail) 9 ’ cleaner Free Cash Flow (FCF) profile.
2022 Russia—Ukraine War Structgral shift in European dgfe_n_se Sustains I_opg-_te.rm order |ntakel andl
spending and procurement priorities. backlog visibility; lowers downside risk.
2023 Acquisition of Imperva Expansion of cybersecurity capabilities and Strengthens_ growth profile but raises
U.S. market presence. integration risk and cost complexity.
2024—- Backlog at Multi-Year Defence backlog coverage exceeds three Enhances revenue visibility, increases
2025 Highs years of sales. working-capital sensitivity.

Exhibit 9 — Key Milestones

2 Industry Overview

21

Industry Definition

Thales operates in the aerospace and defence industry, specifically in defence
electronics and digital security. The company competes as a "tech-defence" prime

at the intersection of traditional defence, aerospace, and cybersecurity, providing
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the design, integration, and support of mission-critical systems. The industry is
characterized by sovereign-led demand, long development and deployment
cycles, and stringent regulatory requirements. These characteristics create high

barriers to entry, confining participation to a small number of eligible actors.”2

Historically, defence markets were organized around platform-centric primes
(aircraft, naval vessels, armoured vehicles), with electronics in a supporting role.
Over time, value creation has progressively shifted toward electronics, sensors,
software, and information systems, reflecting the growing criticality of situational
awareness, data processing, and interoperability in modern defence architectures.
This structural evolution has elevated the role of systems integrators within the
competitive landscape. Furthermore, the growing relevance of dual-use
technologies (cybersecurity, encryption, digital identity) has extended the industry

beyond purely military applications while preserving its regulatory environment.?

The industry comprises a limited set of large prime contractors, including European
players (Airbus, BAE Systems, Leonardo, Safran, Saab, Thales) and U.S.-based
competitors. Defence markets are highly fragmented along regional lines due to
sovereignty concerns and procurement regulation, resulting in lower global
competition (HHI =320) but high regional concentration (HHI =3055 for France).
This regional fragmentation limits the eligible supplier pool and reinforces the

dominance of domestic champions. 3
2.2 Trends

Modern warfare has fundamentally shifted from open battlefield conflict to targeted
engagements prioritizing infrastructure disruption and cyber-attacks to erode
civilian institutions and urban systems. This arms race for advanced capabilities,
spanning kinetic and non-kinetic operations, is driving three interconnected

structural changes in the defence sector.')12)

Firstly, the defence sector is consolidating as firms race to build integrated
ecosystems, raising switching costs and interoperability barriers'®), while also
prioritizing regional supply chains.' Firms are investing heavily in R&D for artificial
intelligence, quantum computing, and dual-use technologies. Scale becomes a
competitive imperative, particularly in software-centric and deep-tech domains

where startup activity is accelerating with EU and private venture funding.®

Secondly, as PE and VC become more common in the space, the more funding
will be available for defence startups, hence firms with the scale and operational
flexibility to acquire and integrate them will be positioned to capture excess value.

This will also imply larger, more vertically integrated conglomerates in the sector.16)
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Lastly, the sector is pivoting toward non-lethal, deterrence-based solutions that
protect nations on the battlefield and within civil infrastructure. ESG commitments
are being elevated to reframe public perception, attract qualified human capital,

and broaden market acceptance beyond traditional defence buyers.'?)

2.3 Competitors / Peers

Competitor Location Revenues In line with McKinsey’s Book'®), peer selection is based on similarity in economic
Airbus France € 69,230 fundamentals rather than size or geography alone, namely comparability in value
Leonardo Italy € 17,763 , ) , ) o , .
Safran France € 27,716 drivers, risk profile, capital structure, and institutional environment. Accordingly,
Bae Systems UK € 31,087 two distinct peer groups are considered.

SAAB Sweden € 5,575

Exhibit 10 — European Peers A European peer set, comprising Airbus SE, Safran SA, BAE Systems plc,

Leonardo S.p.A., and Saab AB, is used for beta estimation and target Net
Debt/Equity, as these firms operate under comparable sovereign procurement
frameworks, regulatory constraints, and balance-sheet discipline. These are also
used, along with the U.S.-based peer ser, for the target Gross Margin. This ensures
that operating risk and leverage assumptions reflect the institutional environment

in which Thales primarily operates.

A U.S.-based peer set, including Honeywell, Northrop Grumman, RTX (Raytheon),
Lockheed Martin, and L3Harris, is used for relative multiple valuation and target
gross margins. While these firms differ in capital-market dynamics and
shareholder-return policies, they share similar long-cycle contract structures and
exposure to defence, aerospace, and digital systems integration, making them

relevant benchmarks for global market pricing.
24 Porter’'s 5 Forces

Threat of new entrants: Low

The market requires large capital investments for installing capacity, R&D and
testing before revenue can be generated, which usually requires government aid.
Furthermore, the European legal framework in the defence space is still not
consistent across states, adding complexity.™ Lastly, the sector typically operates
directly with governments with high formality barriers, making new partnerships
unlikely, causing startups to become niche providers and not competitors.20
However, the move towards software and extensive efforts by antitrust institutions,

alongside efforts to simplify the market, could lower the aforementioned barriers.'®
Threat of substitutes: Low/Medium

There are no true substitutes for defence, but specific capabilities face substitution

from alternative technologies and concepts. Some missions can shift between
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kinetic (missiles) and non-kinetic (cyber/information) approaches, with developed
nations increasing investment in the latter.!").12.15) As more capability is delivered
through software and open architectures, the easier it becomes to swap to
alternative solutions, which can increase substitution pressure, even if overall
defence demand remains strong.2") Military COTS (Commercial Off-The-Shelf)
products are possible alternatives to prime-grade systems and are used by armed
forces and integrators to cut costs and accelerate deployment in certain contexts.
These systems have gained popularity with both state and non-state actors.
However, COTS should not be seen as a true substitute for prime systems. It
mainly substitutes specific components and non-critical functions, exerting cost

pressure rather than eliminating reliance on high-end defence suppliers.22)
Bargaining Power of Suppliers: Medium / High

Thales has strong leverage over the bulk of its suppliers through scale and ability
to qualify alternatives, but it remains structurally dependent on a small number of
suppliers of materials such as rare earths, which are critical for Thales to deliver
key systems. However, they can partly mitigate this through long-term contracts
and strategic stockpiles.”? This risk may gradually decline as Thales pursues
regionalisation and diversification of supply chains, nonetheless, this pivot will take

time to materially reduce dependence, leading to supplier being a key risk.23)
Bargaining Power of Buyers: High

The defence market is close to a monopsony, with national governments as the
main buyers in their own jurisdictions. Defence firms are heavily dependent on their
contracts, with exports mainly providing diversification. This reflects both the ease
of doing business under the same legal and regulatory regimes, and the deep links
between national authorities and their “champion” firms, with interdependency
increasing with cooperation between the two. Moreover, states define regimes for
exports, procurement and industry, while also deciding the composition of defence
budgets. Within alliances, countries can, in principle, switch to other suppliers
However, recent strategies pushing sovereignty along with local industrial
participation, narrow the feasible supplier set and shift bargaining power towards
domestic champions, this being the case for the EU.2% Overall, governments retain
substantial control over the market, but this power is moderated by their strategic
goals, limited number of capable prime contractors and long contract duration,

making buyer power strong rather than absolute.
Rivalry among players: Medium

A small number of large primes dominate most segments, rarely facing direct rivals

on the same product in a given market, with head-to-head competition in large
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markets such as the US and export campaigns. Natural fragmentation in segments
and countries means “national champions” frequently interact with competitors
through joint ventures, sharing workshare instead of purely competing.25) Recent
moves towards joint procurement in the EU have pushed buyers to bundle demand
into cross-border projects, in principle opening them to a broader set of
suppliers.226) Nonetheless, long contract durations, platform lifecycles and high
switching costs make states path-dependent and create de facto loyalty to
established contractors, which dampens the intensity of rivalry. Rivalry between
primes is higher than in the past, as joint procurement and export competition grow,
but constrained by high entry barriers, political considerations and the growing, but

still small number of credible competitors for local clients.
25 Macroeconomic and Geopolitical factors

Policy Headroom: The EU has approved initiatives that give flexibility to debt
compromises. These include the Defence escape clause for the Stability and
Growth pact, allowing countries to exceed debt ceilings by 1,5% of GDP for
Defence investments, which could mobilise €650b in fiscal space until 2030.
Furthermore, the EU’s SAFE debt instrument, mobilising €150b of EU joint
borrowings, and also private investment through the EIB. However, policies extend
to practical impact, with the EU also facilitating transportation of military equipment
in a “Military Schengen” space. This is nearly guaranteed short-medium-term

funding and is the cornerstone for increased defence growth.2”)

USA Tariffs: The tariffs on the EU are key for understanding risks since they may
strain supply chains and lead to direct impacts on exports — with Thales owing 10%
of their total orders to the NA market." The EU received 15% to 50% tariffs for
electronics and raw materials, while also committing to purchase €40b in American
chips and “substantially increase defence procurement” in the US.28) Tariffs may
prove to be a two-pronged attack, hitting top and bottom lines for defence
contractors in Europe due to supply chain and export constraints. Furthermore,
though they are currently in effect the uncertainty of their length causes added

strain, leading to added difficulties in planning and forecasting.

Debt and fiscal policy instability: Fiscal policy and debt in the EU reached critical
levels in 2025, with the EU being expected to maintain 3%-3.5% deficits, while
France is forecast to run a top 5 EU deficit consecutively until 2027, at 5%-5.5%.2°)
This, despite being the 6% largest debt holder in relative terms, at 113% GDP, =50
pp more than Germany. Furthermore, the rises in borrowing have led to France’s
debt servicing costs to be responsible for €67b of the budget, with it expected to

grow to €100b until 2030. This has led to erosion of investor confidence in France,
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which could directly affect Thales through loss of purchasing power of its largest
market and through costlier financing, with greater spreads of OATs over Bunds
and higher relative corporate borrowing costs, reducing financial flexibility, leading
to lower efficiency compared to EU peers.39 This risk is slowly materializing despite

good returns of the French private sector, being almost certain in the long run.

Company Positioning
WEAKNESSES

Complex and diversified operations that lead to a less agile structure
Excess reliance on long-term contracts and investment cycles which
slow mobilization

Exposure to large state clients and geographies

Smaller scale of R&D and lower inability to attain government funding

than US peers

OPPORTUNITIES THREATS

government programs

* Prime location to capitalize on pivot to defence sovereignty
« Standard setting ability through size of operations

» Added levels of funding and ease of conducting business through * Antitrust committees scrutinising large EU-level contracts and

industry operations
* Exposure to competition from American companies

* Worse business environment (added costs and supply chain risks)
* Greater size of VC market and funding in the continent — greater due to USA-led tariffs
offer of startups for M&A activities * Exposure to downsides of worsening French sovereign debt
* Talent scarcity due to ethical concerns of the sector
* Increasing ESG scrutiny and regulatory complexity

Exhibit 11 — SWOT Analysis

|

4

4.1

I

N o
O & & PP m&

B Gross Margin  BEBIT Margin

mNI Margin

Exhibit 12 — Yearly Margins

Financial analysis

Revenue and margins

From 2018-2024, reported revenue is up 29.8% (4.4% CAGR), or 37.6% (4.7%
CAGR) when annualising H1 2025, moderate for a mature defence profile. Using
2019 as the base year, however, growth drops to 12-19% (2.2-2.9% CAGR),
reflecting a long, COVID-driven slump that delayed the recovery to 2019 levels
until 2023. Segment-wise, Aerospace is still below its pre-COVID peak (-0.9% vs
2018 after a 27% decrease 2018-2020), Defence has delivered a robust 5.8%
CAGR after only a 2.2% dip in 2020, and Cyber/digital has grown roughly 9.5%
since 2019, underscoring its structurally faster profile. Versus peers, Thales’ 16%
2020 revenue drop and 2018-24 CAGR leave it below the combined peer average
(=5% CAGR) but modestly ahead of the European subset (=4.1% CAGR), while
US names compounded at =5.7%."2) Gross margin has stayed around 25%,

dipping modestly in 2020 to 23.3%, remaining ahead of peer averages. EBIT
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margin lowered from 8.4% to 6.1% between 2018 and 2024 as R&D and SG&A

Segment I\Ellg:'-;in rose as a share of sales, putting Thales below its peers on this metric from 2022

Defence 13.10% onwards. Free-cash-flow margin is negative in 2019 and 2023, but trends toward

Aerospace 7.20% 6%, broadly in line with peers converging around the 7-8% band in 2024. By

Digital segment, EBIT margins are roughly 13.1% for Aerospace, 7.2% for Defence and

Igentit}; & 14.50% 14.5% for Cyber, reinforcing the narrative of structurally higher profitability and
ecurity

growth in the smaller, digital activities versus investment-heavy businesses.?)
Exhibit 13 — Segment Margins

4.2 Value creation

Core ROIC suffers a decrease after 2019, being affected by the COVID crash, but
recovers partially in 2023. Decomposing it, points towards Core Capital Turnover
having been the engine for both rises in Core ROIC, implying that the firm has
maintained a stable value for operating margin and taxes, which it has, barring

COVID years 2020-2021 for Taxes, where the macro environment played a larger

role in added efficiency. RONIC analysis displays close to negligible values for
====Co0re RONIC === Core ROIC most of the analysis period, barring 2021 and 2022, 1 year removed from COVID
Exhibit 14 — ROIC and RONIC years, reflecting the lag of RONIC. Both of these years were years of large growth,

evolution (core) despite negative RONIC, since Thales held negative investment rate, showing us

0.350 that there was a move towards shrinking the capital base at a time of negative
0.300
0.250 returns on said capital. In 2024 the company returns to growth off positive values
0.200 for both, signifying their pivot towards capacity expansion and high return
0.150
0.100 investments. Comparatively, Thales has stayed in line with general ROIC trends,
0.050 v barring 2024, when it decreased despite all other groups posting a slight increase.
0.000
22\1(32';\1(92?2(025\2(1 ZZZZ 2'(:)\2(325\2(4 ROE has remained in the 15%-17% range for most of the analysis, having stable
Thales EU Peers 5%-6% Net Profit Margins with Asset Turnover (=50%-60%) and Assets/Equity
s S Peers All peers (=4.3-6) being responsible for most of the fluctuations. The company is in line with

Exhibit 15 — ROIC peer its European peers, but far below the US group, which poses lower Assets/Equity,

comparison but structurally larger values for Net profit margin — 3.9% — and Turnover — 19%."-:2)
4.3 Liquidity & Conversion Cycle
4,000 The analysis includes Contract Assets in adjusted Quick Ratio, which include
2,000 I I I (1 - revenues due to the company owing to an unpaid delivered product, equating to
0 — —

-2.000 I less liquid accounts payable. The liquidity ratios imply that the firm maintains a
-4,000 strong profile on average, but that it has decreased its ratios throughout the
-6,000

D O D analysis period, which could indicate that the firm is easing on its liquidity
P DR R PP

Exhibit 16 — Past Free Cashflows requirements for greater investments, possibly due to the newfound availability of

funds externally. The company poses a lower current ratio at 0.9 while EU and US
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1400 peers converge towards 1.1, nonetheless, on average, it presents a cash ratio

1-588 \/\ 22pp and 12pp greater than the EU and US respectively."?)
8:288 \/\,_ The firm’s CCC is structurally low, at just over 1 month, up from 12 days in 2018.

8:;88 \/\___§ This rise is motivated by increases in Days Inventory and Days Receivable,

8288 particularly in the first, with a stagnation of Days Payable. Compared to its peers,
-0.400 Thales posts a low CCC, in line with US peers, diverging with the aforementioned

Q*@d(&d(&d@é@é@d@%b@ rise. Looking deeper, the company holds a clear superiority in Days payable, with
Current Ratio it being 3x larger than the global peer list, which has converged towards 60,
Adjusted Quick Ratio whereas Thales maintains 190 since 2018. This is a key advantage of the company

=== Cash Ratio and shows how its advantageous supplier deals have caused it to partly fund

Operating Cash Flow Ratio

operations and compensate for less ideal inventory management.”2
Exhibit 17 — Liquidity Ratios

4.4 Solvency
12.000 60.000 The company’s posted climbing Debt/EBIT since 2018, surpassing 5x, and
10.000 50000 Jowering Interest Coverage Ratio from 55x to 4.7x in 2024. This implies that interest
:ZZZ zzzzz payment, is now close to 25% of EBIT, owing to the =10x rise in interest payment
4.000 20000  Value. These values present rising debt values and debt servicing costs alongside
2000 10000 it which may be an issue if refinancing risk materializes. However, D/E (book)
0.000 0.000
SRR S A A R S relatively low value for an asset-heavy and consistent cashflow industry like
AT T TR .
defence. Furthermore, Net Debt/EBIT shows a more acceptable ratio, seldom
e Debt/EBIT Interest coverage
Exhibit 18 — Solvency Ratios surpassing 3x, displaying Thales’ strong cash position, which lowers balance sheet

left axis and right axi tivel . . . . .
(left axis and right axis respectively) risk and gives it room to de-lever in the future. The latest interest coverage value

15.000 is aligned with peers, painting the decrease as a convergence, but placed Thales
12:382 /\/—/ with the lowest ratio in 2024. Net Debt/EBIT, on the other hand, has evolved
0.000 irregularly in all sets, with Thales residing in between US and EU peers, currently
5,000 Q¥ & o & ¥ P @ P . ,

LU g\ N aligned with the global group.”-?

AR A AR AR AN AN
e Debt/EBIT

Net Debt/EBIT

Exhibit 19 — Solvency ratios Debt vs

Net Debt .
5 Valuation

5.1 Introduction to the Frameworks

In Valuing Thales, a dual-method approach combining Discounted Cash-flow
(DCF) and Relative Multiple Valuation was used. Being a capital-intensive
company that invests in long-term asset cycles, inserted in an industry with multi-
year contract arrangements, the DCF method seemed the best approach right from
the beginning. When deciding on this, APV and EVA methods were also
considered, but ultimately not used. APV is most informative when a firm actively

manages leverage or undertakes meaningful changes in capital structure:
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characteristics not associated with Thales. On the other hand, EVA require a

consistently defined and stable IC scenario to produce reliable insight.'®

In sum, although DCF, APV, and EVA converge under consistent assumptions,
each framework provides a distinct economic insight. The DCF highlights the

drivers of operating value under a stable capital structure, applicable for Thales.

5.2 Forecasts
Starting Backlog + Order Intake The revenue forecasting process was based on backlog creation of each segment,
= Revenues + Ending Backlog with revenues being a function of Starting Backlog, Order Intake and Conversion
Exhibit 20 — Baseline Formula Rate, following the formulas on exhibits 20 and 21. Conversion rate (Exhibit 22)

T was assumed constant. Order intake was, as such, the singular exogenous driver,
Revenues = (Starting Backlog + 9 9

Order Intake) x Conversion Rate estimated through a granular top-down approach, based on investment programs
Exhibit|21 — Model Revenue first and market growth estimates when needed. Each segment contained distinct
ormula

growth rate for the geographies that composed it, with these being assumed as
Conversion Rate = Revenues /
(Starting Backlog + Order Intake)

Exhibit 22 — Conversion Rate
Formula 2025 to their target ratios over revenues in 2035.

having a constant share across time and segments due to a lack of granular data

on order intake, segments and locations. Costs were derived from their values in

5.2.1 = Sales

Aerospace

4.23%
4.50% 4.08% The aerospace segment comprises Avionics and Space areas. However, while the
veoeeg,

° __ . - .
4.00% 13 first is well documented and contains sources pointing to its growth, the Space

3.50% segment operates mostly through Joint Ventures and is currently restructuring.

Forecasting this segment would introduce noise into the model and face difficulties

3.00%

due to lack of data and speculation. As such, Space is excluded from the valuation.
2.50%

Europe: This aero growth is forecasted at 4%-6% CAGR until 2030 according to
2.00%

market research, backed by a 2% growth rate of flights, modernization/renovation
1.50% of fleets and the European ATM plan.3":32)33) Airbus and Boeing both state that

1.00% global fleets will double until 2044, providing a global =3.5% CAGR for aircraft

0.50% production in the long run. Boeing specifies 3.1% traffic growth rate for

Eurasia,®*)3% slightly deviating from the 2% stated by Eurocontrol,3®) but cementing
0.00%

& & & & Q‘b 5 Qngv & Qrbv oH the growth from 2025 in the low single digits for the long run. Furthermore, market
R

Emerging Markets reports state that aircraft production has been slow to recover post covid, indicating
® Australia and New Zealand

_ inertia in the short term. Maintenance and Repair operations (MRO) are also
mNorth America

mEurope expected to rise by the mid-single digits in the continent, a market which allows

¢ Total Thales to access recurring revenues in the long run, even with lower production
Exhibit 23 — Growth Rate . . .
Contribution - Aerospace demand.3”) This leads to 4% growth until 2035, the lower end of market estimates.
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North America: The FAA states the number of commercial aircraft will grow at
1.7% in the long run in the US (-2045), with the international market growing
revenue per mile, available seating per mile and enplanements around 3%, with
domestic carriers following suit.3® MRO have also been estimated through market
research to sit close to 4%, implying above market growth.3? These values point
towards an estimate of =3.5% as a baseline for stable growth rate in the medium
term, tapering to 3% 2030-2035.

Australia and New Zealand: Australia’s growth according to market research sits
in 1.5%-3.5% until 2030,49:4") with the MRO subsegment at 6%-7% growth.*2 New
Zealand’s smaller market along with similar travel conditions to Australia allowed
us to bundle the region and use the latter’s values. This led to expected 4% growth
until 2030. After this date, long-term drivers such as passenger traffic through
airports and international passenger traffic in Australia base growth, with both of
these being *2% CAGR.*3)

Emerging Markets: Asia contains 60% of the world’s population, whose rise of
the middle class has allowed for the proliferation of low-cost companies, boosting
access to air travel. Due to this, Boeing’s poses 5%-7% CAGR expectation for
Asia’s passenger growth into the 2040s,34-3% with market growth expectations
close to 8%.44 However, the =6% CAGR for MRO,*% implies lower possible growth.
6.5% is chosen for growth until 2035 to reflect the power of demographic pressures
on market progression. The middle east will grow mainly through state-backed
initiatives to bolster more efficient large aircraft, due to the existence of large state-
owned airlines.*®) The market is expected to grow in the mid-single digits, with
Boeing outlining 4%-4.5% growth in the next 20 years.34-3% Oliver Wyman points
to 5% growth in the market along with 2%-2.5% MRO market growth until 2035.47)
4% growth is assumed reflecting the push towards greater access, but lower MRO
presence. Latin America’s growth is similar to Asia, with rising population and
middle class, but less expressive due to lower scale. Boeing outlines the region’s
traffic will grow =4% until 2040,34-3%) with market research pointing to a 6% growth
for market and fleet size.*® MRO, on the other hand, assumed growth of 3%-

3.5%.49) Leading to a 4.5% growth rate estimate.
Defence:

Europe: The EU is targeting an added €800b in defence spending until 2030, from
a 2025 budget of €392b.14150) A fixed growth rate of 11.6% of expenditure on
defence is assumed to meet the goal, and the EDTIB procurement mandate of
55%,%") growing from 42%, to assess how much of the growth will go to European

producers. This leads to a =20% increase in yearly revenue for Europe’s Market
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10.00% until 2030. Post 2030, a 4% growth rate is assumed, above GDP estimates, being

0.00°% ® 9.35% the target of a sensitivity analysis due to its impact on share price.
8.00% 6.77% UK: The UK operates outside of the European joint defence efforts, hence it is
7 00% forecasted separately. The model uses increases in GDP and share of GDP
6.00% dedicated to defence to forecast growth in the market. The first has nominal
. increases of 3%-5% in 2025-2027,52 whereas the defence budget rises from 2.4%
jzz; cee :'gi% to 2.5% from 2025 to 2027.5% Since no more investment programs exist that rally
a UK spending increase, the market retains 2027 growth levels in perpetuity.
z:zz; North America: The North American market has growth expectations in the 3.5%-
. 5% range until the late 2020s.54%9 4% growth is assumed for this mature market,
o despite the volatility from Trump’s BBB, inducing 15% YoY growth on defence
0.00% § 'g g § % g % g % g spending.56) Most of this added spending will be captured by American firms and

unrealistic for Thales to capture all of the growth in 2026. Growth is front loaded to
Emerging Markets

= Australia and New Zealand 6% to account for this possibility and maintain the growth expectations until 2030,

mNorth America calculated as 3.5% growth. This value sits below expected nominal GDP growth
mEurope rate — 2% real and 2% FED targeted inflation — and hence will be used in perpetuity.
® Total

Exhibit 24 — Growth Rate Australia and New Zealand: This region is expected to grow at 5%-6% until

Contribution - Defence

2030,%7):58) with it mainly being driven by pacific and UK partnerships for Australia,
but also large local initiatives in NZ. This implies harder penetration of EU products,
leading to 5% being chosen as a more conservative estimate, in line with NZ's =5%
growth rate.?® This will be the case until 2033, tapering until 2035’s perpetuity rate
of 4.5%, aligned with GDP growth for both countries.

Emerging Markets: Emerging markets have an important role to play in Defence,
possibly being a growing market in the future. Asia’s defence market is expected
to grow at 3%-4%, but Defence systems more specifically point closer to =6%,50-61)
hence a 5.5% growth rate is chosen until 2030, tapering to 4% in 2035 aligned with
GDP expectations.?? The middle east follows the same pattern, with baseline
defence growth rate at =4%, but defence-adjacent markets like aircraft, logistics
and Al growing at =5%, =6% and 14.2% due to evolution of warfare in the
levant.63)64).6586) A 6% CAGR is chosen until 2030 due to Thales’ growing
presence in the market, tapering to 5% in 2035. Lastly, Latin America’s growth sits
at =4.5%,57168) above the rest, with it being chosen in perpetuity due lacking

defence adoption programs.
Cyber:

Europe: The continent will pose a large 10.8% growth rate in the Cyber and Digital
market® until 2030 due to the Digital Europe Program and EIF Cyber investment
initiatives. These have been in place since 2021, under the InvestEU banner,
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14.00% terminating in 2027.79 Investment timings are assumed to be negligible and, as

1 56% such, spread growth equally until 2030, with them gradually tapering into a long-

1200% & 9 @ @ @ 1156% term economic growth rate from 2030 to 2035. The 3% perpetuity growth rate was
10.00% chosen due to it being slightly above the 1%-2% expected nominal GDP growth

rate for Europe since cyber is a high margin sector with large growth possibilities.

8.00%
| North America: The market expectation for growth sits at the low double digits,
6.00%
| s7a9, ~ due to regulation incentives, large tech firm presence and spread of sophisticated
o’
4.00% ‘ ° threats.”"»72) 11% is chosen for growth until 2030, tapering to 2035’s value of 4%
O N~ 0O O O «— o
8888888
N N

2.00% for GDP growth.

0.00% Australia and New Zealand: Following similar methodology to defence and aero,

2033 I

2034 EEEE———
2035 I

Australian estimates will be prioritised. Market research points to =15% CAGR until

Emerging Markets 2030 for the Australian Cyber market, with New Zealand’s being =7%-8%,73:7 with
#Australia and New Zealand real GDP estimates indicating =2%-2.5% growth stabilizing in 2030.75 CAGR is
mNorth America

thus estimated at 14% until 2030 and 4.5% from 2035, applying the previous taper.

WEurope

o Total Emerging Markets: Asia has forecasts of market growth of 15%-16% until 2030,

Exhibit 25 — Growth Rate

e 76)77) .
Contribution - Cyber due to rapid digitalization of the economy. In 2035 the expected nominal GDP

growth rate of 4% was chosen.®? The Middle East’'s market has sources pointing
closely to 12.5% CAGR to 2030,7879 whereas GDP estimates are much less
consensual and short sighted, pointing to 2.5%-4% real growth before 2030.80 A
5% growth rate was chosen as an assumption for 2035. Lastly, Latin America
presented a wide corridor for growth rates until 2030 7%-14%.8"82) eading to 10%
being assumed until 2030 and growth of 5% in 2035, in line with GDP numbers.83)

All of the 2035 rates were reached through a 5-year taper from the 2030 values.
Other: This sector is inexpressive and grows at the historic average of 3.93%.
522 = Costs

91.51% 93.26% For costs, the forecast centred around Gross Margin, R&D Expenditure and SG&A

(the sum of Sales/Marketing and General and Administrative Expenses). R&D was
kept constant as a percentage of revenues to highlight Thales’ continued push for
NSRRI
SRKKIRSK

increasing to the average of the entire peer group. This was chosen despite the
BmCOGS WR&D ®SG3A @Total and RONIC dynamics, minor % changes shift the year in which the model reaches
Exhibit 26 — Costs as % of Revenue
Evolution Forecast

100.00%
90.00%
80.00%
70.00% . IS o o N . . .
60,00 innovation.”?) SG&A decreased from 11% to 9% to highlight possible margin gains
. (]

50.00%
40.00%
30.00%
20.00%
10.00%

[(<}

N

o

N

through scale. Lastly, gross margin was forecasted as COGS%, with this variable

growing pivot towards high margin Cyber and software products to highlight the
added competition of operating in a field such as Defence, where growing funding

0.00% will cause market actors to undercut competition in the medium to long run in a bid

2033
2034
2035

to land more contracts and grow their base. Since the cost structure affects ROIC
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terminal equilibrium, forcing greater growths on what should be the terminal year

(2034), making sensitivity analysis economically uninterpretable.
523 = Taxes

Taxes were forecasted in accordance with past performance, excluding COVID
incentives and increased costs that led the effective tax rate to be below average
in those years. However, in 2025, the taxes are forecasted with an extra €80m
burden as the Government of France enacted a temporary levy on large
corporations’ income taxes, with it being a non-recurring matter. The effect of this

measure is significant because of the high dependence on the French market.?

524 = Capital Expenditure, Depreciation & Amortisation
Thales operates a capital-intensive business model, combining long life industrial
assets (test facilities, manufacturing equipment, space infrastructure) with a
significant base of intangible assets. To capture this, PPE and intangibles are
forecast separately, with capital expenditure linked to sales and

depreciation/amortisation linked to the gross asset base.

Intangible Assets: Additions to intangibles are modelled as a stable percentage
of revenues (around 0.4-0.5%), based on a rolling five-year average of historical
data, manually adjusted to reflect the recent lower level of IP-related acquisitions.
Amortisation expenses are projected as a percentage of gross intangible assets,
using the average rate of the last three years, which better reflects the current mix
of capitalised software and development costs. This approach ensures that the
amortisation profile is consistent with the underlying asset base rather than with

arbitrary margins.

Property Plant & Equipment: acquisitions are forecasted as approximately 4 -
4.5% of sales, in line with the rolling two-year average (excluding Covid-distorted
years) and consistent with management’s current investment tempo. Depreciation
is determined as a percentage of gross PPE, using recent average rates that
already incorporate the impact of new IFRS lease and asset-classification rules.
As growth slows towards the terminal period, net capex gradually converges
towards depreciation, implying a stable capital intensity and supporting a steady-
state ROIC.

Goodwill and other Adjustments: Kept constant over the forecast horizon, as no
value-generating acquisitions beyond those already announced are assumed. The
Group’s goodwill is the legacy of large, discrete acquisitions, most notably the
Gemalto acquisition completed in 2019, and Imperva in 2023, which structurally

increased the balance sheet goodwill but have not been followed by recurring
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large-scale transactions of comparable magnitude. Even though Thales targets
inorganic growth in sectors like Cyber, Thales’ growth strategy has been targeted
and bolt-on in nature, justifying the reasonableness of a constant goodwill
assumption. Overall, this construction produces a reinvestment path that is
consistent with Thales’ historic capital intensity and with the long-run RONIC and

ROIC dynamics used later in the terminal-value calculation.
5.2.5 = Net Working Capital

Structural Profile of Working Capital: Unlike a typical industrial company,
Thales exhibits a structurally negative net working-capital position, driven by
contract advances, milestone payments and long production cycles. Net working
capital is modelled on a line-by-line basis, rather than as a percentage of sales, to

reflect the different economic roles of each component.

Inventories and Contract Balances: Tied to the opening order book, which is the
key operational driver of Thales’ backlog-driven model. Inventories are assumed
at roughly 11% of opening orders, corresponding to the average of the last three
years and consistent with the company’s recent supply-chain strategy. Contract
assets are set at around 7-8% of opening orders, based on a five-year average
and increased by one standard deviation to reflect the higher level of work in
progress expected under the current defence and aerospace cycle. Contract
liabilities, which represent advances and deferred revenue, are expressed as a
negative percentage of opening orders and, similar to contract assets, are slightly
reduced in absolute terms relative to historical levels, to embed conservative

assumptions on pre-financing by customers.

This reflects the non-linear nature of pre-financing: as Thales scales its order book,
it is not realistic to assume that customer advances grow proportionally with
revenues or backlog. Larger, more complex programmes tend to involve lower
advance ratios and more milestone-based cash receipts, which imply a structural
compression of the working-capital cushion over time. This assumption includes

conservatism by reducing the negative NWC benefits.

Receivables and Payables: Trade receivables and trade payables are modelled
using Days Receivable and Days Payable, respectively. Both ratios are fixed at
the median of historical observations (approximately 118 days for receivables and
191 days for payables), reflecting the absence of a structural trend and the
presence of significant year-to-year volatility driven by contract timing rather than
changes in payment discipline. Importantly, at these levels, Thales’ cash
conversion cycle is broadly aligned with U.S. peers, which are generally

considered to reflect a fairer long-term equilibrium in working-capital management.
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526 = Other Adjustments
Beyond operating reinvestment through capital expenditures and working capital,
free cash flows are adjusted for recurring balance-sheet items that affect cash
generation but are not part of core operating profit. These include changes in
Investments in Affiliates and Joint Ventures, Deferred Tax Assets and Liabilities,

and Pension/Post-retirement Obligations.

Pension and post-retirement liabilities are treated as operating in nature and
incorporated through recurring service and interest costs, with balance-sheet
movements being captured.84) As these obligations are fully reflected in free cash

flows, no additional pension-related adjustment is made at the equity bridge level.
53 WACC

The WACC represents the blended opportunity cost of capital applied to Thales'
FCF and must remain internally consistent with both the firm's risk profile and
sector characteristics. Defence and aerospace companies operate long-cycle,

contract-driven business models with high asset intensity and stable leverage. In

WACC E . _ND a-1) this context, industry-level pricing of risk is as influential in setting the discount rate
= e ra(1—
E+ND E+ND as firm-level market movements, reinforcing the use of a sector-based target
Exhibit 27 — WACC Formula capital structure. The general formulation of the WACC is presented in Exhibit 27.

In general, the key methodological limitation of WACC is its reliance on market
values of equity to compute the very discount rate used to value equity, thereby
introducing equity-endogeneity. To mitigate this, the parameters are anchored on

broader market fundamentals rather than company-specific fluctuations:

(i) bottom-up beta estimates, derived from a diversified European peer set and

regressed against the STOXX Europe 600,

(i) An equity risk premium derived through a forward-looking model on the same

index to ensure consistency, and

(iii) target ND/E ratio based on sector averages rather than Thales’ current point-

in-time capital structure.

The cost of equity is derived through CAPM’s framework, shown in Exhibit 28,
re =7¢+ B - ERP aury g

whereas the cost of debt has to be representative of Thales' investment-grade
Exhibit 28 — Cost of equity, through ] i . . . i
CAPM credit profile, adjusted for Eurozone A- industrial spreads. Because of the firm's

structurally low leverage, the tax shield is of little importance in the final estimate;

the WACC is thus predominantly equity driven. This construction of the WACC

follows academic best practices and is fully aligned with the framework

recommended in McKinsey's Book,'® which emphasizes consistency of
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assumptions, use of market-based inputs, sector-aligned capital structures, and

forward-looking risk premia.

5.3.1 Capital Structure

Thales maintains a structurally conservative capital structure, reflecting both the
long-cycle nature of its contracts and the strategic sensitivity of its end markets.
The company has historically operated with low net leverage, at times holding a
net cash position, and has consistently prioritised the preservation of an
investment-grade credit profile over aggressive balance-sheet optimisation. This
financial policy is aligned with the requirements of sovereign customers, for whom

balance-sheet resilience and execution reliability are critical.

To conclude, the target Net Debt/Equity ratio is set at the industry average,
considering only peers with structurally positive net debt positions to ensure
economic comparability. This approach avoids distortions arising from temporary
net cash holdings and better reflects the steady-state leverage of defence and
aerospace system integrators. As a result, the selected 8.74% Net Debt/Equity
ratio is consistent with both sector norms and firm-specific financial policy, and

provides a stable, forward-looking capital structure for valuation purposes.
5.3.3 Beta Estimation

The equity beta captures Thales' exposure to systematic market risk and will be a

key input to the CAPM used in estimating the cost of equity.

Selection of Market-Index: Weekly returns were calculated for Thales, its peers,
and the selected market index over the last three years. The market portfolio
should approximate the investment opportunity set of the marginal investor and
reflect the economic region in which Thales operates. The STOXX Europe 600
meets these criteria because it covers 17 European markets, is widely held by
institutional investors, and is widely accepted as a broad European benchmark.
Also, from an asset-pricing perspective, a Thales investor is predominantly
exposed to European macroeconomic conditions, defence procurement cycles,
and regulatory environments, making a regional European benchmark
economically coherent. A global benchmark, such as MSCI World, would introduce
exogenous risks: most notably, U.S. dollar exposure, which is irrelevant for
capturing the systematic risk borne by Thales’ shareholders. Likewise, using a
local French index would be inappropriate. As highlighted in the literature,®
regional indices outperform local ones as beta proxies because local indices are
often industry-skewed and fail to reflect broad-market risk. Furthermore, the

STOXX Europe 600 is widely used by institutional investors, highly liquid, and
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academically recognised as a robust proxy for European systematic risk. lts
diversified composition reduces estimation noise and ensures the resulting beta

captures market covariance rather than country or sector-specific shocks.

Peer Group and Raw Beta Extraction: Weekly regressions of each peer's last 3-

EffectiveTax  Leverage Unlevered
Rate (ND/E) Beta
Leonardo 0,570937 25% 7,33% 0,541
SAAB 0,235376 23% 0,00% 0,235 . . ' . .
SfanSA 116616 27% A5 1178 then unlevered using each firm's capital structure and tax rate to isolate pure

BAE Systems PLC ~ 0,135532 15% 13,90% 0,121
Airbus 1,106346 27% -6,11% 1,158

Exhibit 29 — Beta derivation

Name  EquityBeta

year returns against the STOXX Europe 600 yielded levered betas, which were

operating risk.8%) Shown in Exhibit 29.

Unlevering, Averaging, and Relevering: These individual unlevered betas have

been averaged to yield an industry asset beta of 0.65. This estimate was then

relevered using a sector-representative target Net Debt/Equity ratio of 8.74%

rm = DY + BBY + g g P g i ’

. ) (ignoring companies with a negative ratio, to ensure the pursued strategy is
Exhibit 30 — Cost of Equity through

the Modified Dividend Growth Model coherent with Thales’ history) to give a levered equity beta for Thales of 0.698.

This B accounts for the systematic risk of the European defence-aerospace sector

rather than each company's idiosyncratic events, and thus provides a stable,

economically coherent input to the cost of equity calculation.
5.3.4 Equity Risk Premium

Forward-Looking Total Payout Model

The expected return on the equity market is estimated using a Total Payout Model,

or Modified Dividend Discount Model, an extension of the traditional Dividend

FERP = Tm — Tf Discount Model, as formalised by Damodaran. In modern capital markets, firms
Exhibit 31 — Equity Risk Premium increasingly distribute cash through share repurchases, making dividend-only
Formula models systematically understate the true cash flow to shareholders. Damodaran
proposes modifying the DDM by adding net buybacks to dividends, producing a

payout measure that reflects total cash distributions.86) 87)

Accordingly, the expected return on the market is calculated through the formula
in Exhibit 30. The implied equity risk premium, therefore, follows the formula in
Exhibit 31. The final ERP estimate is computed with the inputs in Exhibit 32. 87

5.3.2 Cost of Equity

In accordance with the methodological principles above, all inputs conform to
. .
g 3.07% internal consistency:
DY 2.58% Risk-free rate (rf): The risk-free rate is based on the 10-year German Bund yield
Rf 2.80% at the valuation date. This is in line with: i) the euro denomination of Thales' cash
BE:P :22:{: flows, and ii) the European index used in beta estimation and MRP derivation. This

ensures currency and region alignment within the discount rate.

Exhibit

31 — ERP Summary
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Equity beta (B): The beta to be used in the CAPM is the relevered bottom-up beta
derived in Section 6.2.3. The approach is preferable to direct regression because
of the episodic event-driven nature of Thales' volatility and the long-cycle nature of
its revenue profile. It reduces estimation noise and is considered an industry

practice for conglomerate defence companies.

Market risk premium (MRP): The MRP corresponds to the forward-looking equity
premium derived from the STOXX Europe 600 (Section 6.2.4). Employing the
same market index for beta regressions and MRP estimation preserves coherence
across the CAPM inputs and avoids mismatches between sources of pricing risk.
The cost of equity represents the return required by investors in the European
defence and aerospace sector; it is therefore, for a firm such as Thales that makes

very limited use of financial leverage, the major determinant of WACC.
5.3.5 Cost of Debt

The cost of debt reflects both Thales' credit quality and general conditions in
European credit markets and represents the return needed by lenders to finance
the company's operations. Following the Best Practice in academic and

practitioner realms, the cost of debt estimate adopts a market-implied approach.

Thales maintains a consistently strong credit profile, with investment-grade ratings
from major agencies like an A- from S&P.8) These ratings provide a transparent
and externally validated view of the firm’s default risk and thus serve as the anchor
for estimating its cost of debt. Instead of relying solely on Thales’ outstanding
bonds which differ in liquidity and bear short maturities that do not match the long-
term cash flows. Thus, the analysis uses the average credit spread of “A-" non-

financial corporates, adjusted to reflect Thales’ position within the rating band.

Tq =Ty + Credit Spread The cost of debt is derived as shown in Exhibit 33, where the risk-free rate
Exhibit 33 — Cost of Debt formula corresponds to the 10-year German Bund, consistent with the euro-denominated
forecast horizon, netting a pretax cost of debt of 3.75%. This approach avoids the
noise introduced by individual bond issues and produces a more stable and

representative estimate of Thales’ marginal cost of borrowing.

5.3.6 Final WACC Summary
“ The WACC comprises the parameters defined in the previous subsections in a
2" g-zzzﬂ single discount rate applied to Thales’ FCF’s. The resulting WACC, equal to 6.21%,
(<] . (]
Tax Rate 24.13% reflects a predominantly equity-driven capital structure, consistent with the

Weight of NetDebt  6.37%

Weight of Equity 93.63% company’s investment-grade credit profile and the structural characteristics of the

WACC 6.21% European defence and aerospace sector. Its construction follows an internally
gxhibit 34 — WACC input consistent CAPM/WACC framework, incorporates forward-looking market
ummary
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expectations, and reflects the long-run capital structure typical of the European

defence and aerospace industry. Exhibit 34 holds the summary of values.
5.4 Free Cash Flows
FOF = Core NOPLAT + D&A  Free Cash Flows (FCF) represent the cash generated by operations after

— ANWC + Other Adjustments
Exhibit 35 — FCF Formulation

accounting for all expenses required to maintain and grow the asset base. It

reflects the cash available to all providers of capital and is therefore the appropriate
2,500

2000 cash flow measure for a WACC-based DCF valuation. The derivation follows the

1,500 formulation shown in Exhibit 35. Its components are constructed as follows:
1,000 | “ ‘ “ “ ‘ ‘ ‘ NOPAT: NOPAT is obtained by applying the forecasted, normalised tax rate to
I
rﬂ L

o

50
. Core Result before taxes (Core EBIT).

R O Depreciation & Amortisation (D&A): D&A is treated as a non-cash add-back

B(-)CapEx H(+)D&A sourced directly from the forecasted financial statements, as it is removed from

Exh:bit 36 — CapEx and D&A income but not a tangible measure in cash flow. Evolution in Exhibit 36.

volution
600 Capital Expenditures (Capex): Capex reflects the investment required to sustain
500 and expand Thales’ operations. In the FCF computation, Capex enters
222 mechanically as a change while its economic rationale, (e.g. linked to segment
200 growth) is developed in Section 6.2.4. Evolution in Exhibit 36.
100

0 u Change in Net Working Capital (AWC): AWC captures the cash absorbed or
-100 I I I I I I 3 released through contract advances and cash conversion cycles. Given the
-200

volatility inherent in defence contracting, AWC is forecasted in Section 6.2.5, and
-300
© P PP S D A D o only its resulting values are incorporated mechanically into the FCF calculation.
T E TS ] o
Exhibit 37 — Changes in NWC Evolution In Exhibit 37.

Evolution
Other Adjustments: Provisions or non-core cash flows are included only when

2500 recurring and economically meaningful as changes in tax-assets.
jzzzz | | FCF Profile: Over the explicit forecast horizon, FCF evolves according to the
1,000 combined effect of revenue growth, operating leverage, reinvestment needs and
500 very specifically working-capital dynamics. The year-by-year FCF path is
0 ‘ I ‘ ‘ presented in Exhibit 38 and forms the basis for computing the present value of free
L PP L P T T cash flows and the terminal value in the subsequent subsection.

Exhibit 38 — FCF Evolution
6.5 Terminal Value

Terminal Value (TV) captures the present value of cash flows generated beyond
the explicit forecast horizon. In such a long-cycle industry, the terminal value
represents a place where growth stabilises with return on new invested capital
converging to return on existing capital. The terminal value is computed using the

standard perpetual growth model shown in Exhibit 39.

PAGE 25/42



THALES: HO COMPANY REPORT N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Derivation of Terminal Growth (g): Rather than imposing a growth assumption

TV, — FCFr (e.g., GDP growth), the terminal growth rate is derived endogenously from the
WACC — gr business’s economics. In the final forecast year, Thales’ RONIC converges toward
Eg:mt,;g_Termmal Value ROIC, signalling that new investments generate returns are similar to the existing

asset base, indicating maturity and competitive equilibrium. Formula in Exhibit 40.

This reinforces internal consistency between the reinvestment needs embedded in
g1 = ROICT x Reluvestment Rater FCF and the growth assumption embedded in the terminal value. The resulting
Eémﬁ'ﬁ :0 — Terminal Growth terminal growth rate therefore reflects the firm’s long-run return on capital, its stable
reinvestment needs, and its position in a mature, structurally constrained industry.

5.6 Implied Valuation and Return Analysis

The Discounted Cash Flow valuation yields an intrinsic equity value of €202.29 per

share as of December 2026, corresponding to a core enterprise value of €44.7bn.

Compared to the current share price of €230.50, the DCF implies a negative total
return of approximately 7%, even after incorporating expected dividend payments
and share buybacks over the horizon. This gap suggests that current market
pricing already embeds optimistic assumptions regarding the durability of elevated
defence spending, backlog conversion, and margin resilience. While these
dynamics support near-term visibility, they leave limited scope for further upside

under conservative long-run operating assumptions.

Sensitivity and scenario analyses reinforce this conclusion: valuation outcomes
remain most responsive to terminal assumptions and long-term execution rather
than short-term growth fluctuations. As a result, despite Thales’ strong strategic
positioning and robust fundamentals, the current valuation appears stretched

relative to fundamentals, supporting a SELL scenario.
5.7 Sensitivity Analysis

Given the long-cycle nature of defence contracting, the segment-specific execution
dynamics, and the importance of terminal assumptions in mature industrial
businesses, the valuation is tested against variations in discount-rate inputs,
operational drivers, and steady-state economics. The resulting heatmaps are
shown in Exhibits 41-45.

RIERP  4.693% 5.020% 5.347% 5.673% 6.000% Market-Driven Sensitivity: Risk-Free Rate x ERP: These parameters feed
2.60% 238.51 224.84 212.66 201.74 191.88

2.70% 231.84 218.91 207.35 19695 18755  directly into the CAPM cost of equity and, therefore the WACC. The valuation
2.80% 225.53 213.28 202.29 192.38 183.41

2.90% 219.56 207.93 197.48 188.03 17945 exhibits clear convexity to ERP changes (varying until top value of Kroll
3.00% 213.90 202.85 192.89 183.87 175.65

" " ) expectations,89) consistent with the behaviour of European defence equities under

Exhibit 41 — Sensitivity Table measuring

Risk free vs. Equity Risk Premium shifts in macroeconomic risk sentiment.
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O 10 11%  12%  19%  14% Steady-State Economics: RONIC x Reinvestment Rate: Since the terminal

16%183.42 188.24 193.42 198.99 205.01 H :
17 15772 20403 /510,85 growth rate is derived endogenously as the product of both RONIC and

18%189.78 195.77 202.29 209.42 217.23 Rainvestment Rate, this table quantifies how changes in long-run capital returns
19% 193.19 199.85 207.15 215.19 224.08

20% 19676 204.15 212.321221.390281.52. gnd reinvestment intensity affect terminal value. The decomposition displays

Exhibit 42 — Sensitivity Table measurin . . . L . : :
RONIC vs. Reinvestmyent Rate % increases in capital efficiency (RONIC) scaling close to linearly into a greater value,

while reinvestment intensity amplifies or dampens the effect.

DaysP/DaysR 110 114 m8 122 127 Working Capital Cycles: Days Receivable x Days Payable: The table illustrates
181 210.298 173.317 136.335 99.353 62.372

186 243.276 206.295 169.313 132.331 95.350 H . . .
191 276954 235974 202001 165900 12828 NOW alternative payment-term scenarios impact enterprise value. Faster customer

196 309.232 272.251 235.269 198.288 161.306 llecti | l t teriall h h fl hile th
200 342.210 305.229 268.247 231.266 194284 COINECULONS Or longer supplier terms materially ennance cas ows, while e

Exhibit 43 — Sensitivity Table measuring opposite reduces valuation. This is a highly relevant operational sensitivity given
Days Payable vs. Days Receivable

Thales’ contract mix, and shows that it is key for the sector

Bu/(ND/E) 0% 3% 7% 10% 14% VWACC Structure Sensitivity: Target ND/E x Unlevered Beta: This table displays
0.55 245.46 238.87 232.63 226.70 221.07 . .
0.60 228.28 222.18 216.40 21091 20570 how alternative assumptions for the sector’s target leverage and the bottom-up
0.65 213.35 207.67 202.29 197.18 192.33 . . . . L .
0.70 200.26 194.95 189.92 185.14 180.60 Unlevered beta affect equity value. This quantifies the estimator risk inherent in
0.75 188.69 183.71 178.98 174.49 170.22 . . . .
- e . WACC construction and demonstrates that the valuation remains within a
Exhibit 44 — Sensitivity Table measuring

Unlevered Beta vs. Target ND/E reasonable range under plausible variations of capital structure but can change

quite rapidly with the risk parameter.

Defence Segment Execution Sensitivity: Conversion Rates: The heatmap varies
Conv. rate/ g 1.0% 2.0% 4.0% 5.0% 6.0%
10.0% 181529 187.581 201.565 209.697 218763  conversion and growth rate of the Defence segment, capturing uncertainty in
15.0% 182.023 188.972 205.293 214.958 225.885

22.4% 176.982 184.469 202.291 213.006 225.269 : H H : H
S0.0% 1o4088 182,07 201405 215288 seeys  0ACKIOg execution, programme delivery pace, and other constraints. It is derivable

35. 173.461 181.926 v 215.162 229.935 . . " . .
— aa from the table that the valuation is not sensitive to changes in conversion rates,

Exhibit 45 — Sensitivity Table measuring ) . . L
Defence Conversion Rates vs. Growth even in the highest relevance sector, but shows high volatility in the growth rate

Rates . .
parameter. Further conversion rate analyses were conducted in other segments

but considered discardable.

Across the sensitivity space, outcomes where investment recommendation differs

from SELL are rare, indicating that the current valuation holds fair assumptions.

SR The only dimension displaying a meaningful share of upside scenarios is working-
ERP x Rf 8.0%
: P . . . . R
RR x RONIC 4.0% capital dynamics (=40%), reflecting Thales’ reliance on its negative working-capital
Bu x ND/E 12.0% model. However, further improvements would require increasingly favourable
Days P. x Days R. 40.0% payment terms that are operationally and contractually constrained. All other
Def CR 0.0% T . . . .
slence gx sensitivities, particularly those related to discount-rate inputs, capital structure, and
Exhibit 46 — Table of the probability of execution, show a very limited proportion of upside outcomes, reinforcing the
upside scenarios within each sensitivity
test asymmetric risk profile. Overall, the valuation appears skewed toward downside

under most plausible assumptions, supporting the investment recommendation.
Shown in Exhibit 46.

PAGE 27/42



THALES: HO COMPANY REPORT N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

5.8 Scenario Analysis

Scenario Explanation The scenarios were constructed as a way to add nuance to the model, by

Lack of Saseline assessing the impact of structural changes in the setting the company operates in,
Implementation European providing greater detail to valuation without blurring it with conjecture. There are 4
;g‘é’rg\f’v‘t’r']‘ed fully independent scenarios in this analysis, combining for a total of 16 outcomes,
French Debt Crisis :‘Ite across with none impacting factors such as WACC or Terminal Value start date.
segments . s . s L
Flat 2% The first scenario “Lack of Implementation” centred on Europe’s inability to follow
addition to
Intensity in M&A Cyber through with the defence spending rates the bloc committed to, materialized in a
earl i i .
!r’eve:ues low -1% flat reduction of growth, leading to 15% less cumulative growth over the
Added . . . o . . . . .
. ) Negative analysis period. This scenario is key in understanding possible downside risk,
= 9
ersistent Tariffs Effect of
Tariffs since Thales’ investment thesis is that this company is well positioned to capitalize
Exhibit 47 — Scenario descriptions on added EU investments.

Secondly, “French Debt Crisis”, this scenario highlights how the current

macroeconomic environment surrounding the French state could materialize in

RO LR lower profitability for the company. The scenario was applied differently across

Min €177.99
each segment. For Aerospace, with low direct state intervention in commercial

Median €197.78

Average £198.75 airlines, the negative impact was fixed at -0.5% per year. Defence, the main victim,
Max €222.90 was modelled as falling short of their 3.5% goal of GDP for Defence,® falling
Min Hold Price € 230.50 instead to 2.75%, up from 2% (implementing only 50% of the total committed). This

Exhibit 48 — Scenario results equates to -2.5% spending yearly. Lastly, these are expected to have an impact
through lower governmental investments in digital infrastructure, with these effects
being more pronounced than the ones on military spending due to lack of
commitment of funds, however, the segment's mix of civilian-grade public

contracts and private client base dampens this, leading to -2% effect.

The third scenario is Cyber-specific, and it highlights the M&A possibilities of the
sector. “Intensity in M&A” adds 2% yearly for Cyber due to the possibility of M&A
efforts. The model did not include M&A, hence it is important to showcase this is a
possibility for Thales, especially in Cyber, where they have conducted large
acquisitions to grow the branch and expand geographically, especially through

Imperva’s acquisition in 2023.

Lastly, “Persistent Tariffs” displays the negative impacts of tariffs in the North
American region. By the nature of the tariffs imposed by the USA, Aerospace is
not impacted, due to the “Zero for Zero” clause on aircraft and aircraft parts.®?
Macro studies of US tariffs against Europe suggest that EU exports fall by around

1-1.5% relative to baseline.%? Defence and Cyber companies are poised to bear

PAGE 28/42



THALES: HO COMPANY REPORT N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

more of the downside due to a simultaneous pivot towards sovereignty and “Buy
American”, but also due to the availability of contractors operating within the
country. The model therefore assumes that this reduces revenue growth in 3pp,
reflecting loss of share to US defence and cyber institutions, with this effect is

tightened to -1pp post Trump leaves office.

Across all combinations of the four scenarios, the recommendation persisted, with
Share Price fluctuating between €177.99 and €222.90, a SELL indicator.

5.9 Monte Carlo

200 The Monte Carlo valuation was conducted as a different sensitivity analysis to
180 assess whether probabilistic methods could deliver a similar valuation to Multiples
160 and DCF. The model assesses inputs with difficult estimations and large impacts
140 on overall valuation, which are able to be characterized as a probability. These
120 focused on finding adequate values for Terminal Value through the estimation of 5
100 variables — Terminal Growth Rate, Gross Margin, Market Risk Premium, Effective
80 Tax Rate and Working Capital Intensity. All of these variables impact the model

4612 significantly and can be arbitrary in their estimations. The distribution

20 . characterising all variables was the PERT distribution, chosen due to its ability to

0 _alall I-.-.__. be skewed and truncated but have a lower emphasis on tails than its Triangular

Exhibit 49 — Histogram Monte Carlo

SO counterpart. Each valuable was assigned a minimum, most likely and maximum
results distribution

Bin Width: 10 (0-370) value. Terminal Growth was centred on the last value from the Long-Term Value
Drivers, at 2.1%, with a lower bound of 1.5% for a no growth low inflation future,

Min 105.14 and upper bound of 3.5%, with 2% inflation and 1.5% real growth for modern
1st Quartile 20199 gconomies. Gross Margin was anchored on the average values for each of the
Median 217.38
Average 20109| @vailable peers, with the lower bound being Europe, the upper for US and the most
3rd Quartile 236.55  likely value being the joint group. Market Risk Premium placed upper bound on a
Max 371.07 , , . :
Standard Deviation 3470 country with Moody’s A3 debt rating, the lowest of Upper Medium Grade
Exhibit 50 — Monte Carlo results investments. The lower bound was placed on AAA, whereas the mode was A1,
summary

where France currently stands. For effective tax rates the maximum and minimum
were the greatest and lowest values of effective tax rate recorded by Thales
excluding Covid years, with the mode being the average. The same method was
used for Working Capital Intensity, without the exclusion of COVID. The results
offer a 30€ interval (15t to 3 quartile) from €201 to €236 for share price, with
median at 217€, which exceed the DCF value and create a tighter range compared

to multiples, while corroborating the SELL argument.
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Multiples Valuation

For multiple analysis, the peers outlined for Europe were used along with the
American peers to build two distinct ranges. The first outlining the valuation range
when comparing Thales to Europe alone, and both being used to compare it to
global players. This was done as a way to potentially notice patterns of
overvaluation within the list of European peers which are currently also enjoying
larger multiples due to European investment schemes 10 Multiples were analysed,
with 4 being highlighted as the main anchors of the analysis due to their relevance
and consistency — EV/EBIT, EV/EBITDA, EV/FCF and Forward P/E. EV/EBIT is
the main point of the analysis, accurately capturing defence’s setting of high
CAPEX and investment, with EV/EBITDA being the counterpart that assesses how
certain segments within said companies operate (with lower levels of Capex and
depreciation). EV/FCF was also used as a way to gauge cash generation and
forward P/E aided in checking market sentiment along with the DCF’s expectations
for future revenues, serving as a sanity check. These values netted a range (15t to
3rd quartile) of €175.5-€271.4 for Europe and €165.8-€254.3 for global, both being
large ranges that cover SELL, HOLD and BUY. The medians aid in anchoring the
valuation, with these being €202.9 and €198.0 for EU and Global respectively,
firmly in the SELL range. It is important to note that US peers retained lower

multiples than the EU counterparts.

Stock Performance

Thales' stock performance is analysed against two benchmarks: the MSCI World
Index (broad market) and the S&P Vision Index (defence/military-tech peers). The
three track similarly until February 2022, when Russia's invasion of Ukraine
triggered a sharp rally in Thales and expected European defence spending
increases. Thales' outperformance reflects its positioning in dual-use technologies,
capturing both military and civilian cybersecurity contracts compared to pure-
defence peers. The S&P Vision Index converges with Thales by October 2023
before exceeding it in January 2024. The divergence widens following Trump's
March 2025 suspension of Ukraine aid, which prompted EU rearmament
commitments. Between January and March 2025, Thales surged 78.5% versus
the index's 49.9%, bolstered by strong H1 2025 results, despite not surpassing the
latter. An April 2025 pullback coincided with US tariff announcements, reflecting
investor concerns over supply chain exposure and correction following the

rearmament rally. Post-“Liberation Day”, the Vision Index has continued to widen
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its lead, driven by a shift in constituent exposure toward higher-growth peers
capturing new contract wins. Thales exhibits the cyclical characteristic typical of
the sector: periods of visibility and major contract awards drive outperformance,
while consolidation follows. The company currently faces margin pressure after a

period of leadership, as the index rebalances to capture new growth opportunities.

7 Investment Recommendation

The analysis on Thales (HO FP) is issued with a SELL recommendation and a

29. price target of €202.29, implying an approximate -7% annualized return over the

270 next =12 months, including dividends and share buybacks. While Thales is

250. eeeccccccccce XXX}

strategically well-positioned to benefit from structurally higher European defence

230
l spending and enjoys strong backlog visibility, we believe that these positives are
210.
- already priced in at current market levels, with the stock having risen 72% YTD.
190.
170. Broadening the horizon to the remaining valuation methods, these offer ranges
150. that allow for the validation and checking of DCF assumptions. While the Monte
DCF Monte European All
Carlo Carlo netted larger values, its range sits mostly within the sell recommendation,
m Base
p— High o DCF with only the 3 quartile of the distribution sitting above the current market price.
seccee HoldRange  eeeseee Relative valuation does not provide a compelling countersignal. While Thales
Exhibit 53 — Final Valuation Football

Field trades broadly in line with European and global peers, sector multiples appear
elevated following a geopolitics-driven rerating. Furthermore, their extended range
provides little insight into stock price. As such, in line with McKinsey’s Book,'®
multiples are therefore treated as a validation tool rather than a valuation anchor

and do not justify the current premium.

Importantly, the analysis does not question Thales’ strategic quality, or execution
capabilities. While Thales remains a high-quality defence corporation, the current

risk-reward profile is unfavourable, supporting a SELL recommendation.
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Appendix

Income Statement

(EURMillions) 201 2021 2022 2023 202 2025 2024 2027 2029 2030 2031 2032 203,
Core business
Aerospace 577958 55981 s2170 44831 47083 52207 54708 27883 sa888 84328 67304 70281 73288 78420 79854 82094 s8487
Europe 35648 34827 2,805.7 29772 32818 35074 3,790.4 18245
North America 7895 7805 5280 s578.4 656.1 7881 7850 3505
Ausiraliad New Zesland 58 530 08 425 440 58 ass 218
Emeging Markets 1396.4 12909 8425 867.0 7229 a788 817.7 as1s
Transport 20005 19101 00 00 00 00 00 00 o o o o o o o o o
Defence & Security 7.827.7 8,265.5 80048 86333 9,156.0 9,628.2 10,9693 55810 136099 147886 16,0402 17,4114 18,9390 203568 21,6962 22,9823 242303
Europe 40233 45217 4,789.4 52025 57675 85609 73215 38201
North Ameica 408.3 4873 4979 a7 630.7 7218 2079 e
Australind New Zealand 7673 s120 8159 ss7.0 8203 718 7770 718
Emerying Mrkets 26288 24845 19616 1,865.1 19285 16338 19629 1,002.8
Digital 185 1919 25510 29908 29945 18178 35042 40238 18615 47508 52980 59058 ss0m0 73493 Bos18 58700 22025 28506
Europe 7358 8395 5033 1,002 11085 12428 5887
North America 7577 856.0 8745 11218 1,064 12208 s62.8
Ausirallak New Zesland 525 7.1 543 5.0 s34 1140 50
Emerging Markets 1,005.0 122902 11618 13126 12783 14462 661.0
Other 783 774 1011 80.3 754 1131 30 1248 13318 1412 1478 1542 1805 1669 1738 1804
Europe 8 327 409 463 58 789 5.0
North Amarica 74 52 120 €1 68 70 32
Australiad New Zealand 01 0.0 00 0.0 00 05 0.4
Emenying Markets 432 395 2 79 228 267 144
Revenues 18.401.00 15,371.00 16,192.00 17,568.80 18.420.40 2057660 22,788.98 26,689.02 20,817.69 31,1720 EER e 36,211.02 30,498.55 40,657.79 42,710.08
Castot GoadsSold (13,877.3) (11,791.2) 2.1 113.4) 13,882 (15,202.7) (18,930 (21,742.52) (23,839.08) 127,74172) (20,644.98) (31,467.86) (33,224.98)
RADExpenditures (842.9) 1,028:9) 11,083.8) L107.7) n.2737) 383.22) 749.38) (1,892.3) (2.198.19) 2,337.08) (2.488.13) 2,582.71)
SalesMarketing/AdveriisingExpenses (1,382.5) 1.225.8) 11,350.4) [1.384) {1.500.3) 2,500,981 (2,652.57) (2,580.15) (3.160.27) (3.528.26) 3,677.44) 13.807.37) 3,520.98)
Geners and AdrinisratveExpenses 1636 (s45.) (s98.5) 821 (892.9) [ o 0. 0. o o o
FinanceCostson Employee Benefits and Pensions (B8.9) 5.) (77.8) (51.3) (85.15) (85.15) (95.15) {95.15) (85.15) (95.15) (85.15)
Core Result Betore Tases 1336.70 1213.40 1437.90 1575.90 1785.70 225048 2847.00 274383 281948 287025
Tates (308.22) (168.93 1277.38) (384.6) 1402.63) (542.97) {638.5) (682.02) (850.24) (693,94
Equityin Eamingsof AMListalolntVentures 1487 142, 1035 160, 1474 95.1 13712 15501 16148 17523 10250 19016 190.09
Total Core Result 1,256.04 1170.48 1,148.07 1,340.52 13387 145817 1480.43 185792 1758.88 1,862.53 187128 2,088.65 218412 226405 232939 23804
Non-Core business
Aot af Intang - Acquis Related (Pre-Tax) 0. o. ) o. 0. o [ o [ o [ o [ o
Restrcturing Charges: 1222) 1818) 08 5) 181.4) (118.27) o ] o ] o ] o ] o
Disposdl of Assets  ehangesin ansolidation 2188 a7 (23.9) (387.9) (22.4) o ] o ] o ] o ] 0
Write Down/lpaiment of Asseis o. o. ) o. ¢ o. o ] o ] o ] o " o
Interestincoms 198 a5 258 1014 1235 1285950114 o [ o [ o o o ] 0
Non-core Resuli Before Tax 118, 45.8) 38.8) @17.9) 431.3) (10.07) o [} o [} L] [ L] 1] L]
Taies 28.75) 3424 635 1083 77.58 2035 243 o [ o o o o ° v o
HetIncome Dscontinued Operaions [} 0. 423 1758 5.1 743 2121 o. o ] o ] o [ o ) o
Total Mon-Core Result 1150.84) 0925 nr2.48) 78.35 (88.57) (166.02) 79.15 [XT1s [ [Ad A4 0.
Financing Business
Interest Expense 2.9) 62.3) 541 7538) (165.32) (135.92) (136.24) 85.23) 50.57) 50.45) 181.38)
OmerRinancial (Losses) /Gains 8s.4) 77.4) 52.8) 98.5) ) 0. o 0. o
TotalFinancing e sultBe o Taxes (104.8) (147.3) (138.7) (196.9) 744) (138.92) (138.26) (59.57) (80.45) (®1.38)
27.5 33.96 19.21 14.88 3384 54.81 3279 32.87 14377 1a.58 " 14.81
773) (113.38) (120.49) 182.02) (140.78) (168.78) (19291 (198.23) (183.12) (103.37) s2) 1s87) e.57)

(EURMitlions)

Core

Operating Cash 368.02 49304 53318 57635 623.44 675.42 72422 769.97 81316 8542
a7 saan 585755 630478 osi6 2373 798628 850536 Py o532
Prpeid Exponses ShorTem) sa0s 101822 110340 L1085t 13052 1103 152975 1ssa71 173821 185212
Accounts Raceivabie And Gher Raceivabivs 525 79765 852829 032695 100889 1095017 1171083 124802 1318008 1582327
s068 sas402 54363 a8t o 753840 s0158
Taxes Receivable 2126 0. 0. 0. 0. 0. 0.
Net Working Capital (2,715.81) 2,183.28) (4,345.5) (4,550.49) (4,747.76) (8,162.25) (5,319.25) 5.443.49) (5,516.18) {5.543.95)
Propety Plant & Equipmant - Net 16089 38304 souss pyeres 480550 a1 aseA38 70354 747261
Omar tangibie Assets 703 230012 211615 195285 142053 125669 10045 wa
Goodwil sus2 as21 85201 a1 85201 85201 85201 as201
Invented n Aiistasoin Vorases 15063 172858 150092 21041 228563 230097 24803
Deforred Tax Assets (Long-Term) eny 12768 12768 12768 12768 12768 12768

Assets. 53 17,23

11,005.97 11,730.91 11,919.23

Non-Core

Assets Held For Sale 0. 0. 0. 26682 27905 3,004, 0. 0. 0. 0. 0. 0. Q. 0. 0. 0. 0.

Investment Securities Available For Sale 1239 196.3 90.7 1383 1272 1292 1606 1522 1522 1522 1522 1522 1522 1522 1522 1522 1522

abiites Assoc With Assats Hold For Ssie o o o e 17615 asas o o o o 0 o o o o o o
1130057 11.780.57 1188211 12,0743

Financing

Excess Cash 5,320.41 4,696.48

Matstaie Securtes 26 w23

Dotvativ Not Assots ShorTom) s21) 1202

Dervative Nat Assets (Long-Torm) 2 03)

Over Fnancisl Assets Long-Tem) 109 189

Total 5,567.81 498738

Toal Dot 27207 7500.4) P24

Net Financial Assets. 283811 3,550.92) (2.611.02) 3.301.33) 12,697.14) (2,815 84) (2,880.76) 2,945.2) (3,008.93) 3,070.86) 3.134.46) (3,200.1) (3.266.99) {3.338.52)

Equity

Total Shareholders Equity Excluding Minority 56996 54492 51149 64743 74739 6,830, 75152 7,585.27 7.762.76 788618 834557 8,646,986 928318 9,823.88 10,336.56 10,659.63 11,265.20

MinattyNan Contoling it (Sicktids Eay) 215 220 ™ 2204 2078 120 a0 223 3 3 3 3 283 83 3 03 283

Total Shareholders Equity 59245 5,682.1 53099 67187 73815 6,969, 75581 797124 874476 87121 871298 8,749.24 8812.25 8,936.97 91099 9329.62 9,576.06
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Cash Flow Statement

(EURMilians)

Core Business

fPPE 1 ¥ 589.55
Gross Cash-flow 3,157.55 3,570.75 3,77388
Other changes . (59.9) 16259
(HCapEx 2.75 (1L,755.77) (1,882.29)
(-JChanges in NetWorking Capital 197.28 206,64 167.
CoreUnlevered FCF 1,797.22 196172 19958
Non-Core Business
Change nsupiusNan Oparsing et m e=n m o o o o . o o o
Non-Core Unievered FCF {150.84)
ered Free Cash-flow 12508 188384 1,871.27
Financing Business
‘Cose Financial Result ma ©2.02) 1189,79) 196.23) (103.12) 1103.37) (102.69) (77.96) 164.04) B4.67) “s2) 45.87) “857)
ChangesinnatDest “ fr 187 BF] 404 wrn BT st sas9 s
Fioanciog Parties Cashow ™ 83840 n2s08) 26122 230071 o745 166084) es7) () (76722 sy (o172 (a55) 058 ae279) 242

Forecasting Drivers

Revenues

Year 2024 H22028

Total 20,5766 10,2648 12,521.18 22,785.98 24,651.81 26,659.02 28,817.69 31,172.03 3377121 36,211.02 3849855 40,657.79 42,710.05 446769
Total Growth 10.74% 8.19% B8.14% 8.10% 8.17% B8.34% 7.22% 6.32% 5.61% 5.05% 4.61%

2,759.3

3,114.59

Starting Backlog 9,281 10,485.9 10,384.8 10,4859 11,033.61 11,568.24 12,101.84 12,642.58 13,186.11 13,766.48 14,354.83 14,962.25 15,689.77 16,238.42
Orderintake 6.434.2 2,658.2 37634 6.421.6 6,693.15 6.976.18 7.271.18 7.578.66 7.899.14 8.230.34 8.572.78 8,926.95 929338 9.672.62
Growth Fore cast - - 41.58%) 0.20% 4.23% 4.23% 4.23% 4.23% 4.23% 4.19% 4.16% 4.43% 4.10% 4.08%
Europe 25% 25% 25% 25% 2.5% 25% 25% 25% 2.5% 25%
Baseline 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
——— 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 5% 0.5%

North America 04% 0.4% 0.4% 0.4% 0.4% 0.4% 0.3% 0.3%
Baseline 35% 3.5% 35% 3.5% 3.0% 3.3% 32% 3.0%
Australia and New Ze aland 0.2% 0.2% 0.2% 02%” [ENg 0w’ [EULS 0.1%
Baseline 4.0% 4.0% 40% 4.0% 3.5% 3.0% 26% 2.0%
EmergingMarkets 12% 12% 12% 12% 12% 12% 12% 12%
AsiaPacitic 65% £.5% 65% 6.5% 6.5% £.5% 65% £.5%
MiddleEastafrica 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Restof theWorld a5% 4.5% 45% 4.5% 4.5% 4.5% 45% 4.5%
‘Conversion Rale 3481% 20.98% 22.01%) 34.74% 34.74% 3474% 34.74% 34.74% 34.74% 34.74% 3474% 3a74%
EndingBackiog 10.485.9 10,384.8 11,033.61 11,033.61 11,568.24 12,101.84 12,642.58 13,196.11 13,766.48 14,354.83 14.962.25 15,560.77 16,238.42 16.909.2
12,467.13  13,609.89 14,786.64  16,040.17  17,411.07 20,356.75  21,696.22 22,982.3  24,230.33  25,453.23

‘Starting Backlog 35.081.1 39,153.5 39,3234 39,1535 43,137.15 47,091.17 51,162.61 55,500.13 60,243.55 65,530.22 70,4356 75.070.44 79.520.37 83,838.65
Orderintake 14,723.3 5.750.9 10,699.88 16,450.7¢ 17,563.9 18,858.29 20,377.49 24,225 66 25,262.33 26,330.66 27,432.22 28,548.62 29,684.56
Growh Fors cast - - 86.06%) 11.73% 8.77% 7.37% 8.08% 9.35% az8w a.23m a18% 4.07% 3.98%
Europe A% 5.5% 6.2% 75% 25% 25% 25% 25% 25%
EUBaseline 7.82% 8.95% 10.07% 12.17% 4.00% 4.00% 4.00% 4.00% 4.00%
EUBascline 2.0 C——— 6.82% 7.95% 9.07% 11.17% 3.00% 3.00% 3.00% 3.00% 3.00%
UK Baseline 5.28% 5.28% 5.28% 3.20% 3.20% 3.20% 3.20% 3.20% 3.20%

[ o | 25% -2.5% 2.5% -2.5% -2.5% 2.5% 25% -2.5% 25%

Nann America 0% r 0.a% 0.4 0.a% o.a% 0.4% o.a% 0.4%
Baseline 6.00% 3.50% 2.50% 3.50% 3.50% a.50% 350% 3.50% 2.50%
e C—— 20% s0m. a0 oo rpeie Lo L10m Loow Loon
Australia and New Ze aland 0% 0.2% 0.2% 0.2% 0.2% 0.2% 0% 0.2% 0.a%
Baseline 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 3.54% 2.50%
EmergingMarkets 13% 134 13% 1.9% 12% 1.2% 14% 1% 10%
Asiapacific 5.50% 5.50% 5.50% 5.50% 5.2% 4.8% 45% 4.3% 4.00%
MiddleEastafrica 6.00% 6.00% 6.00% 6.00% 5.79% 5.58% 5.38% 5.19% 5.00%
RestoftheWorld 450% 4.50% 4.50% 4.50% 4.50% 4.50% 450% 4.50% 4.50%
‘Conversion Rate 22.02% 12.43% 13.77%) 22.42% 22.42% 22.42% 22.42% 22.42% 22.42% 22.42% 22.42% 22.42% 22.42%
EndingBackiog 39,153.5 39,323.4 43,137.15| 43,137.15 47,001.17 51,182.81 55,500.13 £0,243.55 85,530.22 70,4358 75,070.44 79,620.37 83,838.65 88,069.98

Cyber & Digital

4,023.6

1,861.5

2,472.06

L 7,349.27 8,051.77 8,670.04 9,202.49 9,654.55 10,034.29

StartingBacklog 815.6] 875.4 875.4 885.58 572.48 1,082.25 1,206.88 1,346.28 1,501.85 1,645.41 177175 1,880.56 1,972.94
Orderintake 40318 1,896.9 434374 4,845.74 5,405.74 6,030.48 6,727.38 7,504.84 8,195.33 8,796.38 8,311.3 8,746.93 10,111.89
Growth Forecast 7.74% 11.56% 11.56% 11.56% 11.56% 11.56% 8.20% 7.33% 5.85% 4.68% 374%
Europe 6.6% 6.6% 6.6% 6.6% 6.6% 5% 4.0% 34% 2.4% 18%
Baseline 10.80% 10.80% 10.80% 10.80% 10.80% 8.36% 6.47% 5.01% 3.88% 3.00%

[ [ | -2.00% 2.00% 2.00% 2.00% 2.00% -2.00% 2.00% -2.00% 2.00% -2.00%

Nonn America 12% 12% 12% 12% 12% 1.0% 0.8% 0.6% 0.5% 0.4%
Baseline 11.00% 11.00% 11.00% 11.00% 11.00% 8.99% 7.34% 6.00% 4.90% 4.00%

[ o ] 3.00% 3.00% 3.00% 3.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

Australia and Now Ze aland 07% 0.7% 0.7% 0.7% °.7% 0.5% 0.4% 0.3% 0.3% 0.2%
Baseline 14% 14% 14% 14% 14% 1% 9% 7% &% 5%
EmergingMarkets 3% 4% 3.1% 31% 34% 2.6% 2.2% 18% 1.5% 13%
AsiaPacific 15.50% 15.50% 15.50% 15.50% 15.50% 13% 1% 9% ™ 6.00%
MiddleEastAfrica 12.50% 12.50% 12.50% 12.50% 12.50% 10% 9% 7% &% 5.00%
RestoftheWorld 10% 10% 10% 10% 10% 9% a% ™ % 5%
General 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
MaA [ 0 | 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
‘Conversion Rate 83.01% 67.15% 73.62%] 83.00% 83.03% 63.03% 83.03% 83.03% 63.03% 83.03% 83.00% 83.03% 63.03% 83.03%
EndingBackiog 875.4) 910.8 885.58 885.58 972.48 1,082.25 1,206.88 1,346.28 1,601.85 1,645.41 177175 1,880.56 1,872.94 2,050.54

Other 1131 63. 4839 11139 12459 13383 14123 14784 154.18 160.5 166.94 17357 180.43 18755

Starting Backlog 738 87.4 707 87.4 108.21 121.02 130. 137.18 143.62 149.77 155.91 18217 168.61 175.27
Orderintake 100.3, 483 sssf” 132.2 137.4 142.81 148.43 154.27 160.34 186.64 173.2 180.01 187.1 184.46
Growth Baseline : - 85.53%) 3181% 3.93% 3.93% 3.83% 3.93% 393% 3.93% 3.83% 3.93% 393% 3.93%
Conversion Rate 85.04%| 47.12% 30.90%) 50.73% 50.73% 50.73% 50.73% 50.73% 50.73% 50.73% 50.73% 50.73% 50.73% 50.73%
EndingBacklog 87.4 70.7 108.21 108.21 121.02 130. 137.19 143.62 14977 155.81 162.17 188.61 175.27 182.18
Year 2024 H12025 H22025 2025 2028 2027 2028 2028 2030 2031 2032 2033 2034 2035
coGs 19,374.76)] (18,930.78) 118,410.76) (20,011.56) (21,742.52) 123,639.04) (25.741.) (27,741.72) (29,644.98) 131,467.66) (33,224.98) (34,332 86)
Basaline T4.87% 74.30% 74.68% 75.06% 75.45% 75.83% 76.22% 76.61% 77.00% 77.40% 77.79% 78.19%
RAD 3) (755.92 (1,383.22) 496 49) (1,618.34) (1,749.38) (1,892.3) (2,050.08) (2,198.19) (2,337.08) (2,468.13) (2,592.71) 2.712.11)
Baseline 6.11% 6.04% 6.07% B.07% B.07% 6.07% 6.07% 6.07% B.07% 6.07% 6.07% 6.07% 8.07%
SGAA 11,126.9) 1,372.05)| (2,500.95) (2.652.57) 2 (2,980.15 3,160.27) 13.528.26) 3,807.37) (3,920.96) 14,020.92)
Bassline 11.00% 10.96%| 10.98% 10.76% 10.55% 10.34% 10.14% 9.74% 9.55% 9.36% 2.18% 9.00%
Implied EBIT 9.3% B.1%| 8.7% 8.5% 8.3% 8.1% B.0% 7.8% 7.8% 7.a% 7.2% 7.0% 6.7%
Total Costs (9,3122) (11,502.7) (20,814.9) (22,559.8) (24,442.1) (26472.1) (28,691.6) (31,147 8) (33,488.2) (35,658.5) (37,7432) (39,738.7) (41,665.7)
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Core EBT 1506.70  1,336.70 857.80  1,213.40  1437.80  1,575.90 1,765.70 1,875.89  1,996.8¢ 2,121.79 2,25048 2,385.27 2,520.48 2,647.68 2,743.93 2,819.48 2,876.25
Nan-Core EBT -204.50 116.00 -249.00 -45.60 -96.60 317.90 43130 -10.07 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Financing EBT -104.8 147.3 139.7 -106.9 174.4 2246 2499 2588 1359 1362 1353 1027 844 -85.2 59.6 60,5 614

innetincome of equity 1,197.40 1,305.40 468.10 1,060.90 1,166.90 1,033.40 1,084.50 1,607.19 1,860.93 1,885.55 211514 2,282.52 244408 2,562.46 2,684.36 2,750.02 2,814.87
Income Tax -314.2 -30L0 645 -147.7 -225.1 -252.2 2473 467 449.0  479.0 5103 -550.7 -589.7  -618.2 £47.6 6657  -679.1
Increased Tax Burden 0 0 0 o 0 [ 0 -80 0 0 0 0 0 [ 0 0 [
Effective Tax Rate 26.2% 23.1% 13.7%" 13,09 1930 24.4% 22.8% 24.1% 24.1% 24.1% 24.1% 24.1% 24.1% 24.1% 24.1% 24.1% 24.1%

Avg effective tax rate (excluding COVID impact) 24.1%

Pensions/ Provisions

{EUR Millions) 2018 2018 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Pension Provisions

Provisions (at Opening) (2,326.7)  (2945.2)  (3,404.4)  (2,447.3) (1,552.5)  (1,589.3) (1,631.36) (1,653.46) (1,676.32) (1,699.96) (1,724.41) (1,749.68) (1,775.82) (1,802.85)
Service Cost {108.8) (120.5) (123) { (129.4) ) (95.15) {95.15)  (95.15) 15)  (95.15) (9. (85.15)  (95.15)  (95.15)
Interest Cost 146.7) (49.) 31.7) (28.5) w“a.)”  (saay” 5554)"  (s6.3)7 (57.07" (57.88)" (s8.71) (50.57)" (60.46)" (61.38)
Actuarial gainsflosses 294.5 (519.7) (572.5) 628.7 467.8 65.8 0 0 0. 0 [} 0 0. 0 o
Benefits and Contributions 227.2 2459 249 2103 2318 129.9 128,59 12859  128.5 12858 12859  128.59 12859 12859  128.59
Other non-recurring adjustments 5.2) 19. 2756 2.1) (396.1) (86.9) 0 0. 0. 0. 0. 0. 0. 0. 0.
Provisions (at Closing) (2,326.7) 945.2)  (3,404.4) (2,447.3)  (1,907.7) (1,552.5)  (1,589.3) (1,609.98) (1,653.46) (1,676.32) (1,699.96) [1,724.41) (1,749.68) (1,775.82) (1,802.85) (1,830.79)

Pension Proviisons (as %)

Service Cost (average last 2 years) - - - - - - (95.15) (95.15)  (95.15)  (95.15)  (95.15)  (95.15)  (95.15)  (95.15)  (95.15) (95.15) (95.15)
Interest Cost (as a % of opening Provisions) 2.11% 1.08% 0.72% 1.16% 3.71% 3.10% 3.40% 3.40% 3.40% 3.40% 3.40% 3.40% 3.40% 3.40%  3.40%  3.40%
Actuarial gains/losses 284.5 (518.7) (572.5) 628.7 487.8 (266.8) 85.8 a 0 0. 0. 0. 0. 0. 0. o 0.
Benefits and Contributions 227.2 245.9 249, 210.3 231.8 1,181.5 1209

f which not from the deficit payment in the UK 128.9 1478 154.4 1116 136.7 1033 1174 128.59 12859 12859 12858 12859  128.59 12859 12859 12859  128.59

PP&E/ Intangible Assets

(EUR Millions) 2018 2018 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Gross Fixed Assets

Intangible Assets 3433.5 6108.2 6007.8 54633 53952 51756 69656 7,035.32 7,143.22 7,256.85 7,379.50 7,515.03 7,660.18 7,817.31 7,983.37 815831 8,342.37
PP&E 5572.3 9010.3 9081.1 9126.5 9503.4 9946.3 10633.7 11,475.84 12,546.28 13,708.88 14,962.92 16,320.87 17,791.26 19,368.31 21,044.75 22,815.34 24,675.23
CAPEX 7.711.40 444.50 281.10 1,028.40 4,354.20 2,479.00 379.71 1,601.21 1,396.02 1,502.75 1,626.35 1,755.77 1,882.29 1,999.02 2,110.80 2,218.64

PP&E and INTANGIBLES - CHANGES IN NET ASSETS

Intangibles
Acquisitions 69.4 95.5 77.9 69.6 65.1 85.6 834 6972 107.81 11362 12265 13553 14516  157.12  166.06 174.894  184.06
Ammortization (168.6) (467.)  (513.4)  (4349) (439.5)  (433.4) (528.) (475.91) (357.16) (362.84) (368.97) (375.75) (383.01) (390.87) (399.17) (407.92) (417.12)
Exchange Rate, change of scope and others (14.8) 2,412.6 (50.7) 47.4 (2.3) 70.3  1,689.3  362.19 6198 62.96  64.03 65.2  66.46  67.82  69.26 7078 72.38
Acquisitions 3238 706.5 481.8 518. 4 668.3 706.3 682.5 842.14 1,070.44 1,162.6 1,254.04 1,357.95 1470.39 1,5677.04 167644 177058 1,859.9
Disposal (12.9) (7.) (6.1) (4.8) (8.5) (3.8) (6.2) (0.9)

Exchange Rate and other Adjust. (5.5) 486. (71.6) 54.7 39.4 26.5 705 (214.47) 52.02 5684 6203  67.66 73.76 B0.3  B7.25  94.58 102.3
Assets held for sale 0. 0. 0. (1115) 0. 0. 0. 0.

8,529.1  8,529.1

Acquisitions 35 2.67 165.5 30.6 3324 3 563,8 (247.3)

Intangibles (% growth)

Acquisitions (Additions to intangibles) % sales 0.44% 0.52% 0.51% 0.43% 0.37% 0.46% 0.41% 0.45% 0.44% 0.43% 0.43% 0.43% 0.43% 0.43% 0.43% 0.43% 0.43%
Ammortization % gross intagibles 7.65% 8.55% 7.96% 8.15% 8.37% 7.58% 5.009% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Exchange Rate and other Adjust. % gross Intangibles 0.43%  30.50%  -0.84%  0.87%  0.04%  136% 24.25%  0.87%  087%  087%  0.87%  0.87%  0.87%  087%  087%  0.87%  0.87%
PPAE (% growth)

Acquisitions % sales 2.04% 3.04%  3.27%  422%  4.45%  4.30% 4.34%  4.36%  435%  4.36%  4.35%  4.36%  435%  4.35%  4.35%
Depreciation % Gross PP&E 9.62% 7.16% 7.32% 6.88% 6.52% 6.15% 5.90% 6.19% 6.19% 6.19% 6.19% 6.19% 6.19% 6.19% 6.19% 6.19% 6.19%
Exchange Rate and other Adjust. % of gross PP&E -0.10% 5.39%  -0.79%  0.60%  0.41%  027%  0.66%  0.41%  0.41%  0.41%  0.41%  041%  0.41%  0.41%  0.41%  041%  0.41%
Total Depreciation and Ammortization 485.00 1,112.50 1,178.00 1,0862.60 1,058.80 1,045.10 1,155.40 1,119.31 1,133.84 121127 1,29502 1,385.84 148410 1,589.56 1,701.61 1,819.94 194425
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NWC and other Balance Sheet Items

EUR Millions,

Other tems

Inventaries

Prepaid Expenses (Short-Term)

Accaunts Receivable And Other Receivables

Contract Assets

Taxes Receivable

Trade Payable And Other Payables

Short-Term Provisions

Contract Liabilities

Income Taxes Accrued/Payable

Investment In Affiliates/Joint Ventures

Other ltams (%)

Inventaries % of Opening Orders

Prepaid Expenses [Shart-Term) % of COGS

Contract Assels % of Opening Orders

Short-Term Provisions % Revenues

Contract Liabilities % of Opening Orders

Investment In Affiliates/Joint Ventures (Growth YoY)
Equity In Earnings of Affiliate/loint Ventures (Growth YoY)

RECEIVABLES/ PAYABLES

Accounts Receivable And Other Receivables
Trade Payable And Other Payables

Days payable
Days receivable

2018 2018 2020
3080.8 37313 3508.5
8623 5495 4338
48717 52395 50383
25384 30889 29352
2128 2202

64148)  (64535)
34 (184.5) (149.3)
1,306.3 1,333.1 1,283.1
10% 12% 10%
8% -a% -a%

a% 10% %
-11% -11% -13%
-19% -20% -19%
2% -a%

1% a%

46717 52395 5,038.3
(61485)  (6,8137) (5,298.)
1907 1705 1983
1075 983 1220

54429

(6,066

1611
1181

2022 2023 2024 2028 2026 2027 2028 2028 2030 2031 2032 2033 2034
36723 42508 49355 53824 537311 585755 634476 684637 737833 795626 650536 919462  9,76532
6419 7864 895.7 9336 10152 11035 1188.8 13035 1418.4 1529.8 1834.7 17352 18321
58101 6,269.1 7,1482 737476 797885 862829 9,32695 10,08884 1093017 11,71983 12,4802 1315904 1382327
241056 2,897, 32427 40148 405552 447373 4.803.45 536402 5.838.63 637081 6,964.37 753849 8,101.58
1947 1943 1606 1277 0. 0 o. 0 0. a 0. 0. o.
(69187)  (76441)  (83327)  (8,846.3) 10456.01) ) (15.489.45) (164 (17,360,
752 (L7 (19647)  (24237) (2835.7) 43247)  (4543)
(8,313.8) (9,788.8)  (11,5411) (11,185.21) (11,855.07) (12,67252) (13,484 85) | ) ) (18,28364) (17,180.2) (18,017.46)
(168.2) (2205) (193) (264.1) 0. 0. 0. 0. 0. 0. 0. 0.
1,569.3 16484 16482 171696 186319 194002 202189 210623 21941 228563 238087 24803
1% 10% 1% 1% 1% 1% 1% 1% 11% 1% 1% 1% 1%
5% 6% 8% 8% 8% 6% 6% 6% -B% 6% -B% -6% -B%
% 7% 7% ow” 8%’ aw’ 8% " an’ [T an '’ o " a% " 9%
-10% 9% 10% " 1% 1% 1% 1% 1% 11% 1% 11% 1% 1%
-24% -24% -26% 22%" 2% %" 21" am” 21%”  20%" 20%"  20%" 20%
18% a% 0% 42% 42% 42% 42% 42% 42% 42% 42% 42% 42%
1% 9% 6% B.O% 8.0% 7.99% 7.99% 799% 7.99% 7.99% 7.99% 7.99% 7.99%
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Long-Term Value Drivers
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ReinvestmentRate
Growen Rate
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Scenarios Analysis

Scenario Creation

Scenario N® 1 2 3 4
Lack of Implementation

French Debt Crisis X

Intensity in M&A X
Persistent Tariffs

Stock Price 202.29 189.47 193.7 2229
Scenario N® 1

Lack of Implementation 0 Min 177.99
French Debt Crisis 0 Median 197.78
Intensity in M&A 1] Average 198.75
Persistent Tariffs 0 Max 222.90
Shara Prira 02 240

5

X
197.63

6 7 8 9 10 11 12 13 14 15 16

X X X X X X

X X X X X X X

X X X X X X X

X X X X X X X

181.73 208.02 187.18 211.62 189.41 217.16 197.93 177.99 203.06 206.42 193.42

Scenario Explanation

Lack of Implementation Baseline 2.0 for European Defence

French Debt Crisis -2% applied to growth rate across all segments
Intensity in M&A Flat 2% addition to Cyberyearly revenues
Persistent Tariffs Added Negative Effect of Tariffs
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)

of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected

dividend yield) over a 12-month period.

This report was prepared by Jodo Francisco and Manuel Neto, Master in Finance students of Nova School of

Business and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised

the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons
and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty
and the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic
supervisor is registered with or qualified under COMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM?, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this

report was required and/or obtained from any local authority, given the exclusive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author
of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),
this entity is not required to register with or otherwise notify the Bundesanstalt fiir Finanzdienstleistungsaufsicht
(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
owned state university and there is no relation between the student’s equity reports and any fund raising

programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA?”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions
expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty
have no single and formal position in relation to the most appropriate valuation method, estimates or projections

used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may

change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any person
other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,

students did not have in consideration the specific investment objectives, financial situation or
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
may have received compensation from the target company during the last 12 months, related to its fundraising
programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no
compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any

investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may
decide to suspend this report reproduction or distribution without further notice. Neither this document nor any
copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or
to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese

citizens is therefore prohibited and unlawful.
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