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Abstract

This thesis aims to conduct a detailed exhaustive examination of Ferrari's corporate
profile, strategic framework, primary competitive strengths, prevailing industry trends
influencing the organization, and key prospective risks. Crucially, the study
emphasizes the influence of these factors on the company's performance and overall
enterprise value. This thesis further entails the creation of a Ferrari valuation model,
achieved through a comprehensive analysis of the company's business segments,
the underlying value drivers, industry trends, discounted cash flows, and sensitivity
assessments. The conclusive recommendation suggests a target price of € 350.25
per share by the conclusion of 2024, resulting in an anticipated overall return of
8.61%. Consequently, a HOLD recommendation is advised
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Executive Summary

Ferrari is strategically navigating the future with a keen emphasis on equilibrium.
While it commits to a robust transition towards hybrid and electric models, coupled
with a substantial expansion of its model lineup, the brand remains steadfast in
preserving the distinctive driving experience inherent in its Internal Combustion
Engine (ICE) cars. Maintaining an air of exclusivity is pivotal for Ferrari's continued

success.

Looking ahead, Ferrari is poised to significantly broaden its portfolio, intending to
unveil 15 new models from 2023 to 2026. This expansion will primarily be fueled
by the introduction of electric vehicles, set to debut in 2025. The anticipated
growth in the automotive industry over the next decade provides an opportune
environment for Ferrari to diversify its offerings without compromising its low-

volume strategy.

The engine segment, which has seen diminishing importance in recent years, is
likely to maintain this trend in the future. The conclusion of the contract with
Maserati in 2023 and increased competition in the industry contribute to this
projection. Conversely, Ferrari's Sponsorship, Commercial, and Brand segment,
dependent on the success of the F1 team, may experience sustained growth.
Despite below-par performance in the last decade, Ferrari's brand value and the
company's ambition to transition into a lifestyle brand are anticipated to drive

expansion in this segment.

Ferrari's core operations are undergoing significant transformations throughout the

explicit forecast period (2023-2030), precluding the attainment of a steady state.

The heart of the analysis lies in the valuation section, employing a robust DCF
model. It provides a target price of €353.00 for 2024, supported by detailed
forecasts of each business unit.

The macro-outlook highlights Ferrari's resilience against economic uncertainties,
with an affluent customer base and inelastic demand. A detailed sensitivity
analysis focuses on key inputs, while scenario analyses delve into potential
upsides and downsides, painting a nuanced investment picture.

Investor consensus trends toward a HOLD recommendation, reflecting
macroeconomic concerns and market multiples. Despite seemingly high earnings
multiple, the analysis positions Ferrari with a modest upside, incorporating
potential risks and strengths.

The researchers estimate a HOLD investment recommendation for Ferrari.
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Chart 3
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Aston Martin 262
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Chart 4
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The Pinnacle of the Automotive Industry

Ferrari strategically positions itself within the luxury automotive sector, delineating
its target demographic as enthusiasts of high-performance vehicles boasting
engines surpassing 500 horsepower, and commanding retail prices exceeding €
150 Thousand. Analogous to other facets of the broader luxury market, the Luxury
Automotive Industry is distinguished by a commitment to quality and exclusivity,
factors that contribute to elevated price points and profit margins. Historically, the
luxury car market has demonstrated growth trajectories closely mirroring those
observed in the overall luxury market, and Ferrari has shown to be less volatile
than its competitors (Chart 1). While entities within the luxury industry generally
exhibit resilience during economic downturns (the pandemic forced the industry
demand to values below the ones observed in 2016, but a swift recovery allowed
the industry to beat pre-pandemic results), as exemplified by the V-shaped
recovery post the COVID-19 pandemic (Chart 2), they do remain susceptible to
future macroeconomic conditions, shifts in economic confidence, and future
expectations. Notwithstanding these challenges, the luxury car industry has
exhibited robust market performance?, as evidenced by the double-digit profit
margins within the segment?. Notably, some of the most exclusive luxury brands
witnessed average EBIT (Earnings Before Interest and Taxes) increases ranging
from 20 to 35 percent between 2016 and 20213. This stands in stark contrast to

the modest single-digit margins characteristic of the mass marketin recent years*.
Competition

The luxury car market features a relatively small number of competitors,
including major groups like BMW, Volkswagen, Stellantis NV, GM, among
others. Independent manufacturers such as Ferrari, McLaren, and Aston Martin
also provide competition. Historically, this market has consisted of two dominant
sectors: entry-level cars (GT category), and sports cars that extends to the
hypercar category with a track-focused build. To align with modern trends, sports
utility vehicles (SUVs) have been introduced to the luxury car market. Ferrari,
while a late entrant®, had the SUVs reach their first customers earlier this year,

which have eroded some of the GT car's market share®.

! D'Arpizio, C., Levato, F., Gault, C., Montgolffier, J. de, & Jaroudi, L. (2022, January 23). From surging recovery to elegant advance: The Evolving Future of Luxury. Bain.
https://www.bain.com/insights/from-surging-recovery-to-elegant-advance-the-evolving-future-of-luxury/)

2 Guan, M., K&ouml;string, J.-C., Middleton, S., & M&ouml;ller, T. (2022, July 8). Five trends shaping Tomorrow’s luxury-car market. McKinsey & Company.
https://www.mckinsey.com/industries/automotive -and-assembly/our-insights/five-trends-shaping-tomorrows-luxury-car-market

3 Guan, M., K&ouml;string, J.-C., Middleton, S., & M&ouml;ller, T. (2022, July 8). Five trends shaping Tomorrow’s luxury-car market. McKinsey & Company.
https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/five-trends-shaping-tomorrows-luxury-car-market

4 Guan, M., K&ouml;string, J.-C., Middleton, S., & M&ouml;ller, T. (2022, July 8). Five trends shaping Tomorrow’s luxury-car market. McKinsey & Company.
https://www.mckinsey.com/industries/automotive -and-assembly/our-insights/five-trends-shaping-tomorrows-luxury-car-market

5 Lauer, A. (2023, May 8). Ferrari's SUV bet has paid off, and then some. InsideHook. https://www.insidehook.com/autos/ferrari-purosangue-suv-bet-paid
6 Automotive News Europe. (2023, May 5). Ferrari boosts eamings as wealthy pay more; Purosangue orders reopened. Automotive Ne ws
Europe.https://europe.autonews.com/automakers/ferrari-q1-results-earmning-rise-27-wealthy-pay-more



Table 1
Customer loyalty by leading brands
Brand Current Year Loyalty C:;Yge
Ferrari 71% 5%
Aston martin 57% 18%
Lamborghini 38% -21%
Mclaren 49% -4%
Bentley 58% 0%
Rolls-Royce 43% -1%
Audi 54% -3%
Porsche 55% -5%

Source: CarEdge 2021

Table 2
EV Models developed by Ferrari’'s Peers
Brand Launch Model
Ferrari 2025 Undisclosed
Aston martin 2025 Undisclosed
Lamborghini 2028 L?;irvj)or
Mclaren N/A N/A
Bentley 2026 Bentayga
Rolls-Royce 2023 Spectre
BMW N/A N/A
Porsche 2024 Macan (SUV)

Source: Ferrari, Aston Martin, Lamborghini, Mclaren
Bentley Rolls-Royce, Porsche communications
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The luxury car market features a relatively small number of competitors,
including major groups like BMW, Volkswagen, Stellantis NV, GM, among
others. Independent manufacturers such as Ferrari, McLaren, and Aston Martin
also provide competition. Historically, this market has consisted of two dominant
sectors: entry-level cars (GT category), and sports cars that extend to the
hypercar category with a track-focused build. To align with modern trends, sports
utility vehicles (SUVs) have been introduced to the luxury car market. Ferrari,
despite being a late entrant’, had the SUVs reach their first customers earlier this

year, which has eroded some of the GT car's market share®.

As of 2021 (Table 1), Ferrari leads the scale in customer retention, with its peers
averaging 53% in customer loyalty. New competitors are more formidable in the
luxury and sports electric vehicle market, which most companies are exploring,
but have not yet launched their first models (Table 2). A prime example is the
RIMAC group, which recently partnered with Bugatti to shape the future of

hypercars and electric automobiles?®.

Chart 3 and 4 illustrate Ferrari's position in relation to its closest rivals, with a
robust combination of units and average price per car shipped. In the Sports
category, Ferrari's closest competitors include Aston Martin, Lamborghini,
McLaren, and Audi with its ending performance model®°, the Audi R8. In the
Range category, which includes cars like the Ferrari Portofino, Roma, and the
recently introduced Purosangue, Ferrari competes directly with companies such
as Rolls-Royce, Bentley, Porsche, Aston Martin, and Mercedes.

Undergoing a gradual transformation from being a sole manufacturer to
positioning itself as a symbol of prestige and luxury, Ferrari benchmarks against
well-established players such as Hermes, LVMH, and Burberry. However, it
contends with significant margin pressures, primarily stemming from costs related
to raw materials, R&D, specialized human capital, and infrastructure and
equipment capital expenditures (CAPEX). These contribute to a growing gap
between Ferrari and the current market leaders, as evident in the shift from
earnings before interest, taxes, depreciation, and amortization (EBITDA, x-axis of
Chart 5) to the operating profit margin (EBIT, y-axis of Chart 5).

Trends

Increased number of High and Ultra-High-Net-Worth Individuals
(HNWI/UHNWI): The robust expansion of the industry is primarily fueled by the

7 Lauer, A. (2023, May 8). Ferrari's SUV bet has paid off, and then some. InsideHook. https://www.insidehook.com/autos/ferrari-purosangue-suv-bet-paid

8 Automotive News Europe. (2023, May 5). Ferrari boosts eamings as wealthy pay more; Purosangue orders reopened. Automotive Ne ws
Europe.https://europe.autonews.com/automakers/ferrari-q1-results-earmning-rise-27-wealthy-pay-more

9 Rimac Automobili and Bugatti begin operating under new company: Bugatti Rimac - Rimac Automobili. (2021, November 2). Rimac Automobili. https://mww.rimac-
automobili.com/media/press-releases/rimac-automobili-and-bugatti-begin-operating-under-new-company/

10 Audihas announced that 2023 is the year ending the R8 era. The sports model which will replace it only has a forecasted laun ch year of 2029, and it will be an EV (RNEXT).
Kacher, G. (2022, October 3). Audi’'s next R8 will be an EV called RNEXT: Sources. Car And Driver. https://www.caranddriver.co m/news/a41293886/audi-rext-ev-details/
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rising numbers of High-Net-Worth Individuals (HNWI) and Ultra-High-Net-Worth
Individuals (UHNWI). Projections indicate a global growth rate of 5%, with
particularly significant expansionin China and other Asia-Pacific regions (Chart 6
and 7). These affluent individuals are poised to play a pivotal role in propelling
the luxury automotive sector forward, given their substantial purchasing influence
and a penchant for showcasing status through the acquisition of high-end goods.

Increased demand driven by Asian countries: In our analysis, we have
identified Mainland China, Hong Kong, and Taiwan as the regions exhibiting the
most significant 5-year Compound Annual Growth Rate (CAGR) for Ferrari sales,
registering an impressive 17.43%, in contrast to the leading EMEA region's
7.11%. Between 2020 and 2022, Ferrari’s sales increased by 4,102 units. The
Asian regions played a pivotal role, contributing 1,840 units during this period,
constituting over 44% of the total growth in units sold (Chart 8). According to
McKinsey?!, China is poised to emerge as the fastest-growing luxury car market
by 2031, projecting a substantial 14% annual growth. This trajectory is
substantiated by China's remarkable increase in the number of UHNWIs, a key
demographic in this market. China's UHNWI segment has experienced one of the
most substantial growth rates globally in recent years, with a notable 6% increase
from 2020 to 2021. Beyond China, the entire Asian region is forecasted to
undergo a remarkable 33% growth in UHNWIs between 2021 and 2026,
representing the most substantial growth globally. Based on our team's
comprehensive analysis and the discerned growth patterns in these regions, we

anticipate heightened demand driven by Asian countries (as seen in Chart 9).

Younger buyers: Bain's report!? underscores the profound influence of
Generation Z and Generation Alpha on the global luxury market, projecting that
these demographics will collectively constitute a third of the market by the
decade's end, displaying a growth rate three times swifter than other generational
cohorts (Chart 10)13. This forecast is substantiated by discernible demographic
trends, where individuals under 40 years old, including Gen Z, already account
for more than one-fifth of the UHNW!I population (predominant consumers in the
luxury market)'4. Compellingly, the collaboration of Gen Y and Gen Z accounted
for the entirety of the luxury market's growth last year'®. Ferrari, in alignment with

this shift, reported a parallel trend, asserting a rejuvenation of its client base with

1 Guan, M., K&ouml;string, J.-C., Middleton, S., & M&oumi;ller, T. (2022, July 8). Five trends shaping Tomorrow’s luxury-car market. McKinsey & Company.
https://www.mckinsey.com/industries/automotive -and-assembly/our-insights/five-trends-shaping-tomorrows-luxury-car-market

12 D'Arpizio, C., & Levato, F. (n.d.-a). Global Luxury Goods Market takes 2022 leap forward and remains poised for further growth despite economic turbulence. Bain.
https://www.bain.com/about/media-center/press-releases/2022/global-luxury-goods-market-takes-2022-leap-forward-and-remains-poised--for-further-growth-despite-economic-
turbulence/ “Generational trends are a powerful driver, with ‘Gen Y’and ‘Gen Z’ continue leading the growth this year, and spending by Gen Z and ‘Gen Alpha’ set to grow some three
times faster than for other generations until 2030, by when they will make up a third of the market”

13 D'Arpizio, C., & Levato, F. (n.d.-a). Global Luxury Goods Market takes 2022 leap forward and remains poised for further growth despite economic turbulence . Bain.
https://www.bain.com/about/media-center/press-releases/2022/global-luxury-goods-market-takes-2022-leap-forward-and-remains-poised--for-further-growth-despite-economic-

turbulence/

14 D'Arpizio, C., & Levato, F. (n.d.-a). Global Luxury Goods Market takes 2022 leap forward and remains poised for further growth despite economic turbulence . Bain.
https://www.bain.com/about/media-center/press-releases/2022/global-luxury-goods-market-takes-2022-leap-forward-and-remains-poised--for-further-growth-despite-economic-

turbulence/

15 Robtfrank. (2023a, January 17). Gen Z is driving luxury sales as wealthy shoppers get younger. CNBC. https://www.cnbc.com/2023/01/17/gen-z-is-driving-luxury-sales-as-wealthy-

shoppers-get-younger.html



new clientele averaging eight years younger than the historical average®. This

Table 3
Ferrari Target customers transformative trend is primarily propelled by a notably precocious approach to
p & ';' ® luxury consumption among these generations. These cohorts initiate luxury
purchases three to five years earlier than their predecessors, signifying a
Future Ferraristi Collecto . . .. .
Ferraristi paradigm shift in the timing and dynamics of luxury market engagement?’.
Car(s) Range Range; Special
Special Series, . o .
Series lcona  The growth of hybrids and EV’s: Rising concerns about the environment are
Descriptio New Current Long-ter .. . . . . .
n clents  clients demts  driving the adoption of progressively more rigorous emissions standards and a
Ferrari Whom. own‘ing
s weneete Tem2©surge in the desire for hybrid and electric vehicles!8. Furthermore, growing
turn into
Collector pressure of governments and international organizations through new
Source: Ferrari annual reports regulations?® and deals? also drives manufacturers to make this shift?!. In
Chart 11 accordance with McKinsey's accelerated scenario, as delineated in Chart 11,
Adoption of electric vehicles . . .. . .
by cost bracket battery-electric vehicles (BEVSs) are anticipated to achieve dominance across all
(in Percentage %)
75% tiers of the luxury automotive segment by 2031. This projected transition is
60%
50% underpinned by a heightened emphasis on sustainability among consumers, a
30% 27.50% . . L . .
18% 15% sentiment substantiated by survey data indicating that a majority of current
3% 2% 3% . . . . . .
- o - owners of luxury ICE vehicles are willing to switch to EV22. This foresight is
g g g g corroborated when examining the strategic direction of numerous automobile
: 3 manufacturers, many of whom have announced their intent to transition to EV
- - technologies within the next five years, aligning with Ferrari's announcement
m2021 2026 ®2031
during its Capital Markets Day. Additionally, an illustrative case is observed in
Source: McKinsey report Five trends shaping Porsche, where their fully electric vehicle, the Taycan, outperformed (in units
Tomorrow’s luxury-car market .
sold) other models such as the Boxster, the Cayman, and the Panamera in 2021,
Chart 12 serving as a tangible indicator of the practical viability of such a transition?3.

Exchange rate exposure by
share of risk for major

geographies supplied CO m p an y OV erv | ew

28% To grasp value creation and the significance of each business unit for Ferrari,
' 52% statements were categorized into core and non-core activities. Core activities
‘ encompass Ferrari's roles as a car manufacturer and luxury brand, covering
US dollar « Japanese Yen customer care, prestige, quality, and reputation, ranging from the sale of cars to
* Chinese Renminbi - Rest of world exclusive events under the “Others” segment scope. Non-core activities, on the

Source: Ferrari annual report

contrary, pertain to activities beyond the company's primary purpose, such as

exchange rate differences recorded under financial expenses. In 2022, the total

16 Ferrari annual report 2022

7 D'Arpizio, C., & Levato, F. (n.d.-a). Global Luxury Goods Market takes 2022 leap forward and remains poised for further growth despite economic turbulence . Bain.
https://www.bain.com/about/media-center/press-releases/2022/global-luxury-goods-market-takes-2022-leap-forward-and-remains-poised--for-further-growth-despite-economic-
turbulence/

18 statista (electric vehicles insights for Asia, Europe and US). https://www.statista.com/outlook/mmo/electric-vehicles/europe, https://www.statista.com/outlook/mmo/electric-
vehicles/united-states, https://www.statista.com/outlook/mmo/electric-vehicles/asia

19 Exclusive: China’s drive to become world’s most powerful electric car maker. South China Moring Post. (2018, October 23), In China, we observe this shift supported by the “Made
in China 2025” plan to become the world’s biggest auto market of electric cars.

20 ike the international Paris deal (‘adopted by 196 Parties at the UN Climate Change Conference (COP21) in Paris, France, on 12 December 2015. It entered into force on 4
November 2016.) https://unfccc.int/process-and-meetings/the-paris-agreement

2! The surge of electric vehicles in United States cities. (n.d.). https://theicct.org/sites/default/fles/publications/ICCT_EV_surge_US_cities_20190610.pdf, In the US, fiscal and parking
incentives, associated with infrastructure investment reflect this growing concern as well.

22 Guan, M., K&ouml;string, J.-C., Middleton, S., & M&ouml;ller, T. (2022, July 8). Five trends shaping Tomorrow’s luxury-car market. McKinsey & Company.
https://www.mckinsey.com/industries/automotive -and-assembly/our-insights/five-trends-shaping-tomorrows-luxury-car-: "more than 70 percent of current owners of premium and
luxury internal-combustion-engine (ICE) vehicles express a willingness to transition to electric vehicles (EVs) during their next vehicle purchase.”

23 porsche annual reports https://newsroom.porsche.com/en/company/annual-sustainability-report-2021/download-center.htmit



trade flows exposed to foreign currency exchange rate risk amounted to 65

Chart 13 percent of the Group’s net revenues, a significant increase from 58 percent in
Units of cars sold by Ferrari L.
both 2021 and 2020%4. Most of the group’s exposure to this risk comes from the

13221
10131 4,4 P activity in the US (52% of total currency risk), the rest comes mainly from the
exchange rate from euro to the Japanese yen (over 10%) and to the Chinese
Renminbi (over 10%)325. Overall, the impact of foreign currency exchange rate
2019 2020 2021 2022 differences for 2022, including the costs of hedging foreign currency exchange
Source: Ferrari annual reports rate risk, amounted to net losses of €25.9 million, a growth in net losses from €
Chart 14 11.4 Million in 2021. For the future, given the little materiality of these expenses
Revenue breakdown
and the unpredictability of these rates, we forecasted it to follow historical levels.
15% 12% 10% 10%
5% ;’/’ :5’5' :7’5' Car and spare parts sales (87% of FY22 revenue?®®): Ferrari sold a record
80% % % %

number of cars in 2022 (Chart 13), with 45% of sales to EMEA, 26% to the
Americas, 12% to Mainland China, Hong Kong and Taiwan and 17% to the Rest
¥ Sponsorship, Commercial, and Brand of APAC, with the Range segment representing 96% of total shipments. ICE

Engines
Cars and Spare Parts

2019 2020 2021 2022

sales still represent 78% of shipments, with hybrid vehicles representing the rest.

Source: Ferrari annual reports

Chart 15
Shareholder structure

Sponsorship, commercial and brand (10% of FY22 revenue??): A sector more

focused on lifestyle which includes sponsorship agreements (45% of segment

e revenues), world championship prize revenues (43%), general brand
% g merchandise, and licensing (12%).
5 g e Rentals to Maserati and Formula One (3% of FY 22 revenue?4): Despite the
\ ‘b\' recent cease of contract, this segmentincluded a historical contract with Maserati,
/ accounting for approximately 25% of the segment’s revenues by 202227, and the
- Fetpiero Ferrari rental of Ferrari engines to other Formula One teams (75% of the segment).

BlackRock, Inc
= T.Rowe Price Associates, Inc

Other public shareholders Ferrari has yet another relevant revenue stream from the “Others” segment, which

Source: Ferrari 2022 annual report

mainly comprises revenues stemming from Ferrari’s financial services and the

Chart 16
Sharshglde[ str/licture Mugello racetrack. The company’s revenues also reached an all-time high of €
in Percentage %,
237% 24.4% 4.34 Billion which contributed to a net profit of € 939 Million in 2022.
Shareholder Structure
10.1% 10.4%
P A . . .
3I'6°/° || u i || (Chart 15) Exor N.V.28 holds the largest stake in Ferrari, with 24.4% ownership,
2018 2019 2020 2021 2022 2023 investing across various sectors, including automotive, agriculture, and luxury
o oo goods?°. As of February 13, 2023, Trust Piero Ferrari, a Jersey trust established
O e Acsociate by the son of Enzo Ferrari, Piero Ferrari, holds approximately 10.39% of the
Source: Ferrari annual statements 2018-2022 outstanding common shares, preserving the brand's heritage and values.

BlackRock is the world's largest asset manager with 5.69% of ownership of

24 Ferrari annual reports

25 Ferrari annual reports

26 Excluding revenue from the “Others” segment

27 Check engines Section of this equity research

28 A leading global holding company with a market capitalization of €20.61 billion. Preco das agées e noticias de Exor NV (EXO) — Google Finance. (n.d.). Google Finance.
https://www.google.com/finance/quote/EXO:AMS?sa=X&ved=2ahUKEwij6pXRwvqCAXWSIiPOHHSYxBFUQ3ecFegQIl JRAg

2 |t also maintains a significant holding in Stellantis N.V. (14.4%), one of the world's largest automotive manufacturers, which previously owned Ferrari N.V. before its spin-offin 2014.
Fundamental Finance Playbook. (2020, March 2). EXORN.V. | The Agnelli Holding Company - Fundamental Finance Playbook. https://fundamentalfinanceplaybook.com/security-
analysis/exor-nv-agnelli-investment-company/
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Chart 17
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Source: Ferrari annual statements 2018-2022

Table 4
Annual Returns and Volatility by Dividend
Policy (1973-2022)

Returns Beta Standard
Deviation

Dividend
Growers & 10.24% 0.88 16.15%
Initiators
No Change in o 5
Dividend Policy ~ ©:60% 101 18.55%
Dividend Cutters 5 9500 4 19 22.17%
& Eliminators
Equal-Weighted 7.68% 1 17.76%

S&P 500 Index
Source:Ned Davis Research and Hartford Funds, 12/22

Chart 18
Reinvestment Rate
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39%
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Source: Equity research valuation model

Chart 19
Buyback program 2022-2026

(in Thousand units)

Current shares 181,783
Shares expected 2024 180,322

Source: Equity research valuation model

Ferrari, known for its passive and index-tracking strategies. Lastly, T. Rowe Price
Group, Inc. is a publicly owned global asset management firm based in the

United States, recognized for its active and passive investment approach?.

Ferrari's principal shareholders’ participation has been constant, and slightly
growing over time (Chart 16), which safeguards the price stability of Ferrari’s
stock and reemphasizes the long-term mindset of the institutional investors. They
are also predominantly concentrated in Europe which will be key for the
appropriate risk-free rate assumption later developed in this report. Shareholders
can acquire special voting shares3! by engaging with the loyalty voting structure,
which is designed to reward long-term investors by splitting ownership of equity
(Ownership, Chart 15), safeguarding strategic decisions and influence over the
future of the company (Voting Rights, Chart 15). The current loyalty structure
avoids conflicts of interest, as current members EXOR and Pierro Trust3? have
the majority of voting power (52% combined, Chart 15). Jointly, they preserve the
historical values of Ferrari and prevent other shareholders, as in the case of
Blackrock, from leveraging their equity position into prioritizing increasing results

and margins over customer welfare and brand reputation.

Dividends, cash distribution, and share buyback: On April 14, 2023, a
dividend distribution of € 1.810 per outstanding common share was approved,
corresponding to a total distribution of approximately € 329 Million3® (Chart 17).
Many investors seek dividend-paying stocks for their risk-adjusted preferred
returns — historical data (1973-2022) verifies that dividend-paying stocks are, on
average, more reassuring for investors (Table 4)34. Ferrari pays dividends once
per year, in May, and has a track record for increasing them over time (Chart 17),
which is a positive sign for long-term investors. With gross margins closing in
approximately at 40% and cash and cash equivalents at 17% of total assets,
Ferrari sits comfortably paying dividends and distributing cash back to the
shareholders, while maintaining a healthy, albeit decreasing, reinvestment rate of
proceeds to support its long-term goals and steady growth (Chart 18).

On June 30, 2022, Ferrari announced a new multi-year share buyback program
of approximately €2 billion to be executed by 20263°. The fourth tranche3¢ of the

new repurchase program, up to €350 million, is projected to be completed no

30 Theirinvolvement can promote transparency and robust corporate governance practices. Additionally, they manage a diverse range of assets, including mutual funds, institutional
funds, index funds, and ETFs, for diversification purposes. Masters, B., & Schmitt, W. (2023, October 27). Asset manager T Rowe Price warns outflows will persist in 2024. Financial
Times. https://www.ft.com/content/947abc2d-4e01-40d5-ae18-dc805368e3d2

31 Each special voting share provides the holder with one vote during shareholder meetings. (2023, February 24) Ferrari 2022 annual report. Ferrari. (n.d.). Financial Documents |
Ferrari Corporate - Ferrari.com. https://www.ferrari.com/en-EN/corporate/financial-documents?year=2022

32 They have been tied to the company since 1969, with Fiat's acquisition of 50% of Ferrari. Who owns Ferrari? | Who makes Ferrari? | Continental AutoSports Ferrari. (2021,
December 21). Continental Ferrari. https://www.continentalautosports.com/ferrari-information/who-owns-ferrari/

33 In May 2023, €307 million of the distribution was paid to the parent company's owners, with the remaining balance was paid in the third quarter of 2023- Ferrari Q2 and Q3 reports.
Ferrari. (n.d.). Financial Documents | Ferrari Corporate - Ferrari.com. https://www.ferrari.com/en-EN/corporate/financial-documents

34 Dividend Growers & Initiators have the highest retumns among the groups, indicating that companies with a history of increasing or initiating dividends tend to perform well, and also
are less volatile than the market (Equal Weighted S&P 500 index serving as benchmark for comparison). Dividend Non-Payers have a negative return, suggesting that, on average,
companies that do not pay dividends have experienced losses. The latter are also more volatile than the market

35 Replacing the previous share buyback program that matured in 2020. Ferrari 2022 annual report

36 Ferrari NV, announcement for the fourth tranche of the buyback period. globenewswire. (2023, November 7). Ferrari N.V. - Announcement of the fourth tranche of the Multi-Year
Share Repurchase Program. wallstreet-online.de. https://www.wallstreet-online.de/nachricht/17512718-ferrari-n-v-announcement-of-the-fourth-tranche-of-the-multi-year-share-
repurchase-program
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Chart 20

Volume of cars by type
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Source: Ferrari annual reports

Chart 21
Car sales - geographic distribution
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Chart 22
Units sold by geography -
competitive landscape
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36%

16% 37%
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Ferrari Porsche  Aston Martin Rolls Royce

EMEA Americas ®Asia and APAC

Source: Ferrari, Porsche, Aston Martin and Rolls
Royce annual reports

later than June 26, 2024. According to the average value of shares repurchased
from the previous four tranches3’ (€ 239.6), until the end of 2024, the expected
number of shares repurchased will be 1.46 million (Chart 19), leading to a
forecasted number of common shares to total 180.32 million by the end of 2024,
versus the current amount of 181.78 million. Repurchasing shares is generally a
positive sign for investors as the firm is transmitting confidence to investors its
equity value will be appreciating in the future; their percentage of ownership
increases, alongside their earnings per share (EPS growth estimated at 7.9% for

2024) for the lower denominator (refer to final remarks section).
Company Structure

Cars and Spare Parts (85.2% of Revenues in 2022): This segment primarily
encompasses various car models categorized based on their engines into three
types: ICE, Hybrid, and Electric. Each category includes Range, Special Series,
and Icona models, along with their corresponding customization options. While
ICE vehicles currently hold a majority at 78% in 2022 (Chart 20), Ferrari foresees
a rising prominence of hybrid models, with the first EV expected in 2025%,
Despite lacking fully electric vehicles, Ferraricommands a substantial 22% share
of non-1CE vehicles, surpassing competitors like Porsche (21.8%) and Mercedes
(16%), both offering Battery Electric Vehicles (BEVs)°. Most car shipments from
Ferrari are attributed to Range models, constituting 96% of total shipments and
catering to a broader market. Special Series cars, characterized by their limited-
time availability and distinct features not found in Range models, account for
approximately 3% of total shipments. Icona models, focusing on iconic concepts
and generally commanding higher prices than Special Series cars, represent
around 1% of shipments. In addition to these regular segments, Ferrari
intermittently produces limited edition Supercars and One-offs, representing the
pinnacle of Ferrari's innovation, tailored for a select clientele. A geographic
analysis of sales distribution reveals that Ferrari predominantly sells its vehicles
in the EMEA region, comprising 45% of total shipments. Notably, there is a
discernible shift in relative importance, with China, Hong Kong and Taiwan, and
the rest of the APAC area exhibiting a growth in significance from 22% in 2018 to
29% in 2022. Conversely, the Americas experienced a relative decline,
decreasing from 32% to 26% during the same period (Chart 21)4°. An interesting
fact about Ferrari’s geographic breakdown is that when compared to competitors

like Porsche and Aston Martin, the Asia and APAC regions represent much

37 According to Ferrari’s latest update on the Share buyback program 2022-2026, total shares repurchased amount to 2.33 million at a total value of € 559.2 Million, leading to an
average value pershare repurchased of € 239.56. With the announcement of the fourth tranche valued at € 350 Million, the expected number of shares repurchased is 1.46 million.

Equity Research Team

38 Ferrari Capital Markets Day 2022. https://www.ferrari.com/en-EN/corporate/articles/ferrari-capital-markets-day-2022

39 Calculations based on Porsche, Mercedes, Ferrari and Aston Martin’s annual reports.

40 calculations based on Porsche (https://newsroom.porsche.com/en/company/annual-sustainability-report-2021/download-center.html), Mercedes (https://group.mercedes-
benz.com/investors/reports-news/annual-reports/2022/), Ferrari (https://www.ferrari.com/en-EN/corporate/financial-documents?year=2022) and Aston
Martin’s(https://www.astonmartinlagonda.com/investors/annual-report) annual reports.
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Chart 23
Ferrari's market share in 2022
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smaller relative importance in terms of shipments (as seen in Chart 22) °.
Nonetheless, these are exactly the markets where Ferrari has the biggest market
share (37-38% as per Chart 23), showcasing a successful and targeted market
strategy. We expect this success to drive further expansion into these regions.
The segment also includes spare parts revenues, involving sales to clients for car
customization or participation in the Ferrari Challenge race. While Ferrari doesn't
disclose the exact proportion of revenues from this segment, considering its
lower significance in competitors like Aston Martin (below 10%)4!, and seeing that
Ferrari highlights that these revenues grow as car sales increase*? we decided to
focus our analysis on the cars and their respective customizations.

Sponsorship, Commercial and Brand (9.4% of Revenues in 2022): Ferrari
holds the unique distinction of being the only team to have participated in every
FIA Formula One World Championship since its inception in 19503, This
exclusive legacy significantly contributes to Ferrari's global recognition as the
most valuable racing team, a distinction duly acknowledged by Forbes#* (Chart
24). The company's involvement in Formula One not only serves as a pivotal
factor in garnering substantial revenue through prizes and sponsorships but also
underscores its esteemed reputation. This reputation has enabled Ferrari to go
beyond racing, diversifying its revenue streams. Beyond Formula One, the
company engages in licensing agreements with selected partners, operates a
network of retail establishments comprising 16 Ferrari-owned stores and 2
franchised stores, and has ventured into pioneering initiatives such as theme
parks. Furthermore, Ferrari has established its presence in the apparel and
accessories market, positioning itself in direct competition with other luxury
brands. A comparative analysis (Chart 25) of Ferrari's pricing strategy with
renowned luxury brands such as Hermes and Louis Vuitton still reveal a
distinction in pricing. While Hermes and LV present price ranges spanning €500
to approximately €11,000 and €45,000, respectively“5, Ferrari's apparel prices fall
within the range of €200 to €6,500%¢. Despite this variance, Ferrari positions itself
above the average luxury car manufacturer, surpassing the pricing of companies
like Lamborghini (prices ranging from $75 to around $3000), Porsche (prices
ranging from €55 to €3000), and Aston Martin (prices ranging from €25 to around
€200)#". This pricing strategy signals Ferrari's aspiration for exclusivity, setting
the stage for potential competition at higher price points akin to other luxury

apparel brands. Collectively, these strategic initiatives underscore Ferrari's

41 Aston Martin annual report (2022)
42 Ferrari annual report (2022)

43 https://www.theguardian.com/sport/blog/2017/nov/09/ferrari-f1-formula-one-group-budget-cut. (n.d.).
440zanian,M.(2023, July 24). Formula 1’s Formula 1’s most valuable teams 2023. Forbes. https://www.forbes.com/sites/mikeozanian/2023/07/19/formula -1s-most-valuable-teams-

2023/

“S https://www.hermes.com/pt/en/ (Hermes), https:/eu.louisvuitton.com/eng-e1/men/ready-to-wear/all-ready-to-wear/_/N-tmfgzj3 (Louis Vuitton)

46 https://store.ferrari.com/en-pt (Ferrari website)

4T https://shop.porsche.com/us/en-US/c/porsche-clothing-men-women-children (Porsche), https://www.lamborghinistore.com/us/man.html?page=3&sort=price%20DESC
(Lamborghini), https://shop.astonmartinfl.com/ (Aston Martin)
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Table 5
V12 Ferrari modules

Purosangue

First model 4 door mode
launched
Year: 2022

812 GTS

800 cv makes it the mos
powerful production
convertible on the marke
Year: 2019

812

Competizione/A

A special series car with
a top speed of over
211mph

Year: 2021

Daytona SP3

An Icona model inspired
in Ferrrari’s racing
models of the 60°s

Year: 2021

Source: General Research by the analysis team

2022

2021

2020

2019

Chart 27
Others segment revenue
breakdown
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78% 17% 4%
64% 21% [16%!
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Other Sport related activities

® Mugello Racetrack

Source: Ferrarireports and equity research valuation

model

ambition to evolve into a lifestyle brand, diversifying its offerings beyond the
realm of automotive excellence.

Engines (3% of Revenues in 2022): The engine segment of Ferrari
encompasses the provision of engines to Maserati“® and the leasing of engines to
other racing teams, namely Alfa Romeo and Haas. In this arena, Ferrari faces
direct competition from players such as Honda, Mercedes, and Renault, with
potential contenders on the horizon, including Red Bull, Audi, and Ford*°. This
competitive landscape poses challenges to Ferrari's market position, particularly
amid its recent struggles in Formula One, as evident in Chart 26. This segment is
not very significant for Ferrari’s revenues and is expected to remain this way with
the contract with Maserati to end this year®. Nevertheless, is a very important
segment for Ferrari in terms of Research and Development activities, which in
turn plays a vital role in the company’s main segment: Cars and Spare Parts, as
the investment in the engines segment over the years as translated into
enhancements in both performance and design. The V12 engine stands out as
the most noteworthy contribution from the segment, powering Ferrari’s
innovations for over 75 years. Notably, it propelled Ferrari's first car in 1947 and
currently drives one-third (4 out of 12) of Ferrari's available models (table 5),
including the recently introduced Ferrari Purosangue®. Another example is that
just 2 years ago, Ferrari introduced a new hybrid system that improved
performance and was the basis of the 2022 design’s energy recovery system,
through the investment in this segment>2. For the near future, Ferrari also filed a
patent application for a Gas Thruster - Pulse Jet Handling System for Supercars -
which could further enhance performance®s. In the electric supercar’s advent, this
segment is also a vital piece. Ferrari filed a new patent for an amplification
system to feature distinctive engine noise in electric vehicles®4, an important

piece in replicating ICE driving sensation (a major concern for Ferrari®).

Others (2.4% of Revenues in 2022): This segment primarily encompasses
Ferrari's Financial Services (Chart 27), a financing facility tailored for prospective
clients. Notably, this financial service has experienced growthin recent years and
plays a pivotal role in supporting the core business activities by providing
financing options for vehicle acquisitions. Within this segment, Ferrari derives
revenue contributions from the rental of the Mugello racetrack for various racing
events (table 6). Additionally, other sources of revenue within this category

include income generated from various sports-related events.

“8 Contract finishing this year

49 Straw, E. (2023, September 15). FIA names six F1 engine manufacturers registered for 2026-30. The Race. https://www.the-race.com/formula-1/fia-names-six-f1-engine-

manufacturers-registered-for-2026-30/
50 Ferrari annual report (2022)

51 Ferrari annual report (2022)

52 See “Engines” valuation section

53 https://www.thedrive.com/news/ferrari-files-patent-for-gas-thruster-pulse-jet-handling-system-for-supercars. (n.d.).

54 Remondini, C., & Lepido, D. (2023, January 24). Ferrari plans to Rev Up Engine Noise for its electric

55 Ferrari annual report (2022)

com. https://www. 2023 -01-24/f ipercars
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Strategy

Table 6

Mugello Racetrack “Different Ferrari for different Ferraristi, different Ferrari for different

Venue

Location: Italy
Capacity: 50 000 people
Purpose: Host races
(mainly bike races)

moments”>%; One of Ferrari's forward-looking priorities centers around
broadening its customer base, specifically targeting a younger demographic, and
fostering a new generation of collectors®’. This strategic shift aligns with the

Main Events.
Italian Grand Prix

Do s s qae @Ccordance with this strategy, Ferrari is set to expand its product offering over

track activities and 13

evolving trend where luxury buyers are increasingly becoming younger®8, In

race weekends.

Source: General Research by the analysis team
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Chart 30
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model

the next 4 years, by introducing 15 new models, including a new supercar and
the first ever fully electric vehicle of the brand (2025)%°. This desire to diversify its
portfolio, while limiting its robustness®, will likely imply a change in the portfolio
constitution, with Ferrari looking for a more balanced offering of ICE, Hybrid and
BEV's (as seen in Chart 28) and more distinctive features across different
models. This trend is already observed by the introduction of the company’s first

ever SUV (the Purosangue), aiming to satisfy a broader market.

Exclusivity: Ferrari's value is intricately tied to its exclusive brand image, as
such it requires meticulous attention. For Ferrari, this entails careful management
of the production volumes for each model and an intentional extension of waiting
times for prospective buyers. This approach is underscored by stringent ratio
objectives set for the forthcoming years. Notably, the Icona and Supercar models
are anticipated to constitute less than 5% of the total production volumes, while
Special series models are targeted to comprise approximately 10%. Even with
substantial demand, the annual contribution to shipments from Purosangue,
Ferrari's inaugural SUV, is expected to be maintained below 20% throughout its
lifecycle®l. Furthermore, the pricing strategy for Ferrari, a fundamental element of
its aura of exclusivity, is poised to see continued escalation above inflation rates
(Chart 29). This trajectory is driven not only by the company's ongoing
investments in Research and Development (Chart 30) but also in response to the
expanding customer base and the success of the industry. A final aspect worth
mentioning is the Ferrari Classiche department®?, which focuses on supporting
Ferrari customers in managing their historic Ferrari vehicles, ensuring their
certification of authenticity, restoration, and spare parts management (even if no
longer on the market), to preserve the historical value of vehicles.

Electrification efforts: Alongside the mentioned goal of introducing a fully
electric vehicle in 2025, by 2026, the company also aims to achieve a product

offering composed of 40% ICE vehicles, and the remaining 60% to be occupied

56 Ferrari annual report (2022)
57 Ferrari annual report (2022)
58 See this reports section: Trends

59 Ferrari. (2022, November 11). Ferrari Capital Markets Day 2022. Official Ferrari website. https://www.ferrari.com/en-EN/corporate/articles/ferrari-capital-markets-day-2022

60Revealed in Ferrari's Q3 webcast

61 Ferrari. (2022, November 11). Ferrari Capital Markets Day 2022. Official Ferrari website. https://www.ferrari.com/en i i-capital k day-2022

52 Ferrari annual report (2022)
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by hybrid and fully electric models (as seen in Chart 31). Lastly, Ferrari has the
ambitious goal of achieving carbon neutrality by 2030. These goals established
indicate further investment by Ferrari, not only in R&D, through the introduction of
further technological innovations, but also in higher manufacturing costs as it will
be harder to find reliable suppliers of new components. Moreover, we anticipate
an EV CAGR of roughly 41% in this period (2025-2030).

Lifestyle investment: The last key point of Ferrari’s strategy reflectsits desire to
be considered more than a car manufacturer, and to establishitself as a Lifestyle
brand, expanding its offering into retail, through experiences and mainly through
new apparel, accessory collections, and luxury services®3. This includes not only
new partnerships (exploring the existing relationship with Giorgio Armani)®* but
also further investment in restaurants and theme parks®°. We predict this
transitionto drive Ferrari’s Sponsorship, Commercial and Brand revenues growth
(1.15% CAGR of segment between 2024-2030) with revenues stemming from the
brand showing a CAGR of 3.42% for the same period.

Competitive Advantages

Formula One recognition and heritage: Ferrari is considered the most valuable
racing team in the world®®, as it is the one with most titles (Chart 32). Despite a
less successful past decade, with only one title, the team's historical presence
remains crucial for brand image, particularly among car enthusiasts and potential
customers, as it represents a unique stage to show-off the innovations developed
by the company. Aston Martin revealed that more than 95% of US customers feel
Aston Martin’s presence in Formula One made them more likely to consider the
brand®’, and one can assume that the same happens with Ferrari too. This is an
advantage that competitors like Porsche, Rolls Royce or BMW don'’t enjoy — no
Formula One presence. Among competing manufacturers in the sport, only
Mercedes has outperformed Ferrari in the past decade, with Aston Martin and
McLaren consistently trailing behind Ferrari®®,

Brand Value, Quality and Efficiency: Ferrari was once again considered by
Brand Finance® the strongest Automobile Brand (Chart 33). Through our
analysis, we also conclude that customers in general perceive Ferrari as a quality
brand, allowing Ferrari to charge customers way above the cost of sales.

Ferrari’'s gross margin of 48% beats those of brands like Aston Martin (with

63 Ferrari annual report (2022)

54 Ferrari. (2022, July 26). Scuderia Ferrari Mission Winnow and Giorgio Armani sign a partnership of style and excellence. https://www.ferrari.com/en-EN/formulal/articles/scuderia-
ferrari-and-giorgio-armani-sign-a-partnership-of-style-and-excellence
65 Ferrari annual reports and Ferrari. (2022, November 11). Ferrari Capital Markets Day 2022. Official Ferrari website. https://www.ferrari.com/en i f pital rkets-day-2022

66 Ozanian, M. (2023, July 24). Formula 1’s most valuable teams 2023. Forbes. https://www.forbes.com/sites/mikeozanian/2023/07/19/formula-1s-most-valuable-teams-2023/

57 Aston Martin Annual reports 2022

8 As of December 2023

69 BAIGRIE, B. (n.d.). Automotive Industry 2023: The annual brand value ranking. Brandirectory. https:/ brandirectory.com/rankings/automobiles/: Compliant with ISO 20671, Brand
Finance’s assessment of stakeholder equity incorporates original market research data from over 100,000 respondents in 38 countries and across 31 sectors
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32.6%), Mercedes (22.7%) or Porsche (28%)7°.

Loyalty: According to Ferrari’s report, in 2022, approximately 38% of clients own
more than one car (Chart 34) and 66% of the new cars were sold to existing
clients (Chart 35). Furthermore, during the period between 2018 and 2022,
Ferrari was reported to have generated 60% new collectors and a 25% increase
in the average number of Ferrari cars owned per client”. These numbers indicate
a high level of loyalty among the customer base. Competitors like Aston Martin,
on the other hand, presented that the majority (60%) of its customers were new
to the brand”2. Furthermore, as of 2021, Ferrari has been identified as the
industry leader in customer retention’s.

Risks

Poor performance of the Formula One team: Ferrari's brand image is tightly
connected to its racing team's success, but the team's performance in the past
decade, as seen in Chart 36, poses a significant risk7. Ferrari’s best results
since 2018 were only three second-place finishes as a team and two second
places with drivers, consistently trailing behind Mercedes and, often, Red Bull.
The current year continues the trend, with Ferrari securing a third-place finish as
a team and fifth place in the driver category. The most direct impact of poor
performance on the company relates to revenue from sponsorships. Until last
year, Ferrari was the F1 team with the biggest sponsorship deal (Marlboro),
despite not winning a championship since 2007. In 2022, it was surpassed by
Red Bull racing” (Oracle deal), a team that has shown a better performance in
the last decade (Chart 36). Our predictions reflect exactly the possibility of further
loss of sponsorship attractiveness if F1 performances stay like this. The impact
can go beyond sponsorships and contribute to a reduction of brand value in the

long run, hurting the company in other segments7e.

Disruptions of Supply and electrification efforts: Ferrari procures materials
from a diverse array of suppliers, employing a selective approach to ensure the
quality of its products”’. However, this stance exposes Ferrari to price and supply
fluctuations, reducing bargaining power and intensifying reliance on current
partners. Our analysis of Ferrari's COGS as a percentage of revenues, in
comparison to several competitors, reveals that while Ferrari is more adept in
managing its COGS (manifested in a lower percentage of revenues as seen in

Chart 37), its margins are comparatively more affected to disruptions in its supply

70 Check Competition section
! Ferrari annual reports (2018-2020)
72 Aston Martin Annual reports 2022

73 Shefska, Z. (2021, November 19). Automakers with the most & least loyal customers. CarEdge. https://caredge.com/guides/automaker-loyalty
74 Ferrari annual report (2022): “The prestige, identity, and appeal of the Ferraribrand depends in part on the continued success of the Scuderia Ferrari racing team in the Formula 1
World Championship. The racing teamis a key component of our marketing strategy and may be perceived by our clients as a demonstration of the technological capabilities of our

cars”.

7> https://www.sportskeeda.com/f1/3-largest-f1-sponsorship-deals-history. (n.d.).
76 Check Sponsorship, Commercial and Brand Valuation section

™ Ferrari annual report (2022)
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Table 7 chain’. In 2022, the entire industry faced challenges with higher raw materials
aole

New Ferrari E-building and energy prices due to the ongoing conflict between Russia and Ukraine. This

Venue resulted in a 3.3% increase in COGS as a percentage of revenues for Ferrari,

Location: Maranello
Opening (Expected)
2024

Purpose: Manufacture
electric and hybrid
vehicles as well as next-

generation powertrains.  opserved decreases of 1.3% and 1.2%, respectively. This disparity underscores

climbing from 48.7% to 52%. In contrast, competitors such as Mercedes

experienced only a 0.5% increase, while both Porsche and Aston Martin

Source: Ferrari anual report
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Number of vehicles removed from
production worldwide due to
semiconductor shortage in 2021
(In millions of cars)

113

13

2021 2022 E 2023 E

Source: Statista

Ferrari's heightened sensitivity to changes in the supply side, as depicted in
Chart 387. A similar trend was observed during the pandemic period (2019-
2021), as we observed that Ferrari’'s COGS increased by 0.8% as a percentage
of revenues, while competitors like Mercedes and Porsche decreased it by 6%
and 2% respectively®. Furthermore, as Ferrari intensifies its efforts in hybrid and
electric engine development, the company will necessitate sourcing components
from various suppliers. The challenge lies in identifying reliable partners during a
period when demand is escalating, potentially rendering Ferrari more vulnerable
to market changes. An AlixPartners report8! discusses the implications of
transitioning to BEVs, emphasizing potential margin reductions. This is crucial for
Ferrari, known for its low-volume, high-margin strategy. Industry challenges, such
as semiconductor shortages and rising raw material costs, intensify the
complexities of this transition. Ferrari's commitment to BEVs is evident in its
announcement of a €126 million expenditure since 2019 to finance expansion
plans, including the construction of an E-building for BEV production®. These
challenges pose a threat to Ferrari's margins and overall value, at least until the

fruition of investments materializes into revenue increases.

Expansion to other markets: Ferrari’s growth is dependent on its ability to
expand to different markets, but this poses risks for the company. Based on
Ferrari’s reports®, and what we discussed in previous sections of this
document®* we anticipate further expansion to the regions of Mainland China,
Hong Kong and Taiwan, and the rest of APAC. In these markets, government
actions may limit Ferrari’s ability through regulations, taxes, or even active
discouragement of luxury purchases. For instance, since August 2021 the
President of the People’s Republic of China has been signaling its intention to
regulate the spending patterns of UHNW!I’s, limiting the purchasing power of the
biggest target clients of Ferrari®. Moreover, in Asian nations, particularly China,
substantial government subsidies are frequently employed to enhance the

competitiveness of domestic products against foreign counterparts, giving rise to

8 Refer to the Competition section

" Ferrari annual report (2022), Mercedes annual report (2022), Aston Martin annual report (2022), Porsche annual report (2022)
80 Eerrari annual report (2022), Mercedes an/nual report (2022), Aston Martin annual report (2022|),|R_(32r§/che annual report (2022)

81 2023 Global Automotive Outlook. AlixPartners. (n.d.). https://www.ali

82 Ferrari annual report (2022)

83 As described by Ferrari in its last report “We believe we have potential for further success in new geographies, in particularin China, but also more generally in Asia, recognizing the increasing personal wealth in these markets.".

84 See “Increased demandin Asia” in the trends section, and geographical analysis of the Cars and Spare Parts segment in the “Company Structure” section. China, Hong Kong are
expected to display a big growth in the number of HNWIs and UHNWIs, we expect Ferrarito investin it. Rest of APAC: second biggest CAGR in the last 5 years, and second lowest

Eercentage of units shipped.
5 Ferrari annual report (2022)
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2023 (1st half)

concerns of unfair competition®. The electric vehicle development in China
poses an additional threat to Ferrari as Chinese carmakers are repositioning
themselves as high-end manufacturers®”, and brands like Zeekr sold over 71000
units just last year in China (with sales twice as high in the first half of this year).
Even though these companies don’t usually directly compete at the same price
points as Ferrari, their presence can saturate the market and make Ferrari’s
offering less appealing, especially when facing a more hazardous economic
outlook. Regarding direct competitors, Porsche already has an established EV
presence in China, as it is in fact, its biggest market®8, posing once again an
obstacle to Ferrari’s EV expansion in China®.Furthermore, in some Asian
countries, there is a lack of resources and infrastructure to enforce Intellectual
Property (IP) rights effectively, and the concept of IP is often undervalued®,
leading to potential infringements. China is considered to still have a lot of
regional imbalances and to present a model based on experimentation, which
indicates a risk of unappropriated protection for Ferrari. The main risk is the
possibility of forced technological transfers, as it often happens with foreign firms
in China, who see themselves exchanging technology for market access or
regulatory approvals, making their products less competitive®. This practice is
especially concerning as part of the “Made in China 2025” strategy to pursue
IP%2. As hard it as is to predict the extent to which Ferrari will be affected by these
risks, the difficulty in expanding further into these markets, whether due to
inappropriate protection or adverse government actions and competition is an

obstacle able to hinder Ferrari’s sustained growth strategy.
Operating Costs

Cost of Sales: Thisis the most significant operating cost of the company (Chart
32) and its forecast for the Cars and Spare Parts segment was based on the
volume of sales of Ferrari, the constitution of its portfolio, and the analysis of
competitors that already introduced EV’s in the past. As of 2022, and because of
supply chain disruptions, the COGS of Ferrari jumped to over 56% of its
revenues. Nonetheless, as Ferrari adjusts to the market conditions following the
disruptions in 2022, and since no significant adjustments in the usual lineup
during this period are expected, we predict this value to decrease to around 55%
by 2024 (closer to the usual observed in Ferrari). However, we expect this value
to slowly increase (starting in 2025) to around 59% of revenues by 2030. This
reasoning is based on Ferrari’s transitionto BEVs, as these vehicles are typically

86 EU to launch anti-subsidy probe into Chinese Electric Vehicles. (n.d.). https:/iwww.ft

d-0959-41ef-8ab9:

87 China/geely: High-end electric cars pose challenge to European rivals. (n.d.). https://www.ft.com/content/025133e1-68ee-405c-9871-cc67520a0b65
88 Press releases: Porsche Chinaspeeds up drivinginto the Main Circuit of Electrification and digitalisation - newsroom & press - about Parsche - dr. ing. hc. F. Parsche AG. HOME: Porsche China speeds up diving into e main circuitof eectrification and digitalisation -
i |

Dr. Ing. h.c. F. Porsche AG. https:// porsche.

2id=2022-02-; Pt =

89 Porsche delivers more than 300,000 vehicles. Porsche Newsroom. (2022, December 1). https: porsche. 0: p 021 7003.html
90 Antons, C., & Blakeney, M. (2023). Intellectual property, creativity and innovation in ASEAN. Intellectual Property Law in So uth East Asia, 1-16. https://doi.org/10.4337/9781035308392.00005

91 Zubascu, F. (n.d.). Poor IP

92 Frankenfield, J. (n.d.). Forced Technology Transfer (FTT): Meaning, history, criticism https:/fwww.

ion in China causes ‘i

ham” to EU C i Science. http: i p hin h pani
logy-transfer-ftt-4687680
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more expensive to produce, mainly due to a lack of initial capabilities and a
bigger challenge in finding suppliers. If we observe Porsche (who introduced its
first BEV in 2019), we can see that its COGS as a percentage of sales increased
from 72.2% in 2018, to 74.5% in 2019 and even 75.2% in 2020, before starting to
normalize again. We expect Ferrari’s margins to slightly decrease (in this initial
transition period (2025-2030). Regarding the Engines segments, we forecasted a
slight increase in COGS as a % of segment revenues during the years prior and
right after the introduction of the first EV, decreasing thereafter to its long-term
average. For the Sponsorship, Commercial, and Brand segment, given the low
COGS variability over the last 5 years, we decided to assume the last 5-years'

average for each period (stable at around 9% of the segment’s revenues).

Selling Costs: Selling costs account for costs related to sales personnel,
marketing and events. The costs with sales personnel are a function of the
number of commercial employees and the average cost per employee. Based on
past numbers, we expect it to slightly increase in 2026 after the introduction of
the 1st electric model, with the need of more specialized commercial personnel
(reaching 510 by 2028). We assumed the average cost per employee to stay
constant at 80 000€ - little fluctuation in the past years (Chart 34). Regarding the
cost with marketing and events, we predict it to stay at around 2% of revenues,
peaking in 2025, and slightly decrease as a percentage of revenues given the
normalization in operations following the unveil of the first EV. Overall, selling
costs are predicted to increase to an all-time high of €191.8 million in 2027,

slowly decreasing in the following years after Marketing expenses stabilize.

R&D Costs: These costs were calculated as a percentage of the sales revenues
of the company, as we believe these reflect the company’s efforts to introduce
new models that will eventually translate into higher sales revenues. Looking at
Ferrari’s past performance, we understand that the R&D expenses have been
increasing in absolute value reflecting the company’s constant concern with
performance and design improvement, but decreasing as a percentage of
revenues, reflecting a growth of sales superior to the growth in R&D expenses.
(Chart 36) Nonetheless, we anticipate an increase in R&D expenses in the next
decade with the ongoing transition to BEV’s and the introduction of 15 new
models. Given these opposing trends (a superior growth of sales compared to
the growth in R&D expenses, and the announced increase in investment), we
anticipate stable R&D expenses as a percentage of revenues, varying between
15 and 16% in the next decade.

Valuation
Cars and Spare Parts
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Product Mix: As mentioned earlier, Range models dominate shipments, and in
line with Ferrari's future ratio objectives®3, we anticipate minimal change (Chart
46). The significant shift in Ferrari's product mix is chiefly towards hybrid and
electric models. As of 2022, Ferrari had 5 ICE models, and 4 hybrid models. Over
the next years, we forecasted an increase in the number of hybrid and electric
models, accompanied by a decrease in the number of ICE, in a way that is
consistent with Ferrari’s exclusivity strategy, i.e., not surpassing the total 10
range models in each year (Chart 47). In 2024, the year prior to the launch of its
first EV, we predict a reduction in the number of ICE models®, from 6 (one more
than in 2022 because in 2023 the Purosangue was announced) to 5, reflecting in
just 9 range models instead of the usual 10. Given that our revenue forecast is
dependent on the average price per model, the average number of productions
per model and the total number of models, we expect less revenues in 2024, as
we have both a reduction in the number of models and the average production
per model. Nonetheless, after the first EV introduction in 2025, the revenues
observed a consistent increase until 2030 (Chart 48). Only in 2026 do we
observe again a slowdown of revenues, due to the same reason as in 2024 (the
reduction of ICE models with the introduction of a new electric model only in the
following year, translating into a temporary portfolio of 9 range models). In 2027,
we expect the second electric range model to be launched, in the form of the
Spider version of the model announced in 2025 (following Ferrari’s past tendency
of introducing Spider versions of previous models. Finally, in 2029, the third
electrical range model is expected to be unveiled, likely as an E-SUV (possibly
an electric version of Purosangue). This 2029 date comes as an expectation
based on Lamborghini’s announcement of their first electric SUV®3,

Quantity: Following the same tendency described in the Product mix, we
forecast a reduction in the number of vehicles produced per ICE model, with an
anticipated average of 1,200 units per model by 2026 and 915 units by 2030,
contrasting with the 1980 units of 2022. To offset this decline, we foresee a
prevalence of hybrid vehicles by 2026, while electric models are still in the early
stages. The hybrid lineup is projected to show an elevation to approximately
1,670 units per model in 2026, as opposed to 698 units in 2022. As market trends
align with Ferrari's commitment to achieving carbon neutrality by 2030, our
forecast envisions electric vehicles sharing significance with hybrid models. By
2030, we anticipate an average production of 1,360 cars per model. This
contrasts with the projection for 2026, where only one electric model is expected,

with a production volume of 650 units, given that it's only the second year of

93 Ferrari. (2022, November 11). Ferrari Capital Markets Day 2022. Official Ferrari website. https:/A ferrari I i-capital kets-day-2022

Established that the contributionto volume by Special Series models willbe around 10%, whereas the Icona models will likely increase beyond the current 1%, but stay below 5%,
which indicates a range contribution between 90% and 85% of unit shipments.

9 Given Capital Market's day announcement of less than 40% ICE vehicles,

markets-day-2022

Ferrari. (2022, November 11). Ferrari Capital Markets Day 2022. Official Ferrari website. https://www.ferari pital

9 | amborghini unveils the lanzador: Future electric emotion. Lamborghini.com. (n.d.). https://www.lamborghini.com/en-en/news/lamborghini-unveils-the-lanzador-future-electric-
emotion: To be produced in 2028 and commercialized in 2029
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production for such vehicles. Overall, as observed in Chart 50, we expect the
revenues stemming from ICE to consistently decrease, while offset by a
temporary increase in hybrid revenues (2022-2026), and a continuous increase
of electric vehicles revenues (2025-2030). In summary, considering Ferrari's
corporate objectives and prevailing market dynamics, we anticipate a CAGR of -
11.76% for ICE vehicles from 2024 to 2030, offset by a 7.09% CAGR for hybrid
models during the same period and a robust 40.74% CAGR for electric vehicles
from 2025 to 2030. We expect these changes to translate into a product offering
composed of less than 25% ICE vehicles by 2030 (in line with Ferrari’s
electrification efforts). In substantiation of the rationale for this transition, it is
noteworthy that the EV market is anticipated to exhibit sustained growth
throughout the period spanning 2023 to 2028 (Chart 51) across diverse global
regions. Projections indicate a CAGR of 6.42% (9.3 million vehicles by 2028)9%
for the Asian region, while Europe and the US are anticipated to experience
CAGRs of 11.9% (4.83 million vehicles by 2028)°7 and 18.17% (2.46 million
vehicles by 2028)%, respectively, during this specified timeframe.

Price: Given Ferrari’s brand perception, the expected industry growth in the next
decade, and the past evolution of prices, we expect a continuous price increase
across all models in the next decade (Chart 52). Ferrari’s range models currently
average between € 300 Thousand (ICE) and € 330 Thousand (hybrid models),
but we expect a YoY growth slightly (3%) above inflation, based on the organic
growth observed in the past®. Rising the average model price of the Range
models for the following: ICE to around € 472 Thousand in 2030; Hybrid to
around € 487 Thousand in 2030; and Electric to around € 686 Thousand in 2030.
Icona and Special series models are more unpredictable given the lower volume
and short lifecycle, but we expect a rise in prices for these models as well, given
past information. Another great source of revenue for Ferrari is through
customization, we conservatively assumed in our analysis that 50% of clients
personalize at least some part of their vehicle® worth, on average, 20% of the
value of their model purchased©! (Chart 53). This customization is made
available to clients through special ateliers programs and multiple options to
improve both performance and design in vehicles and has seen an increase in

demand in the last years%2,
Engines

The current business unit of Ferrari is responsible for the development of engines

96 Electiic vehicles - asia: Statista market forecast. Statista. (n.d .-a). https:/A tatista
97 Electric vehicles - europe: Statista market forecast. Statista. (n.d.-a). https:/A tatista.
98 Electric vehicles - US: Statista market forecast. Statista. (n.d.). https://www.statista.

99 Refer to section gensitivity gnalysis _ Impact of inflation in Ferari's valuation
100 Guan, M., K&aumistring, J.-C., Middeton, S., & M&oumiller, T. (2022, July 8). Five trends shaping Tomorrow's luxury -car market. McKinsey & Company. https://www. mckins ey itomot d trends-shapingH
car-market): “In a recent survey of potential Chinese luxury-vehicle buyers, nearly 84 percent of respondents say that the ability to personalize their vehicle is important or very important”

101 Robtfrank. (2019, October 15). Inside Ferrari's New Yok Design Labwhere the Super Rich can customize $500,000 cars. CNBC. https://www.cnbc.com/2019/10/15/inside-fe rk-design-lab-whe he per-rich: ize-500000-cars.html

102 personalization offer section Ferrari annual report 2022
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Table 8

Relevant Ferrari modules
599 GTO
First model using hybrid
technology.
Year: 2010

Ferrari LaFerrari

First hypercar using
hybrid technology.
Year: 2013

SF90 Stradale

First sports car using
— plug-in hybrid technology.
Year: 2019

296 GTB
a irst range car using
lug-in hybrid technology.
Year: 2021

Source: General Research by the analysis team

and their associated technology.

Maserati: Historically, Ferrari has been a supplier to Maserati, providing them
with V6 and V8 power units since 2003. However, this long-standing partnership
recently came to an end as part of Maserati's "Dare Forward 2030"103
commitment from Stellantis, their holding group. Their existing contract with
Ferrari is set to expire this year, with 5,000 units supplied until the year-end, a
reduction from 9,140 units in 2022 and 14,900 units in 2021. Maserati will now
turn to Marelli, an Italian electric motor manufacturer, to fulfil their powertrain
needs. Its impact on the revenues of the segment is evident in Chart 54 —in a
period of four years (2021-2024F), revenues should decrease by 51%.

The deceleration rate of engines supplied to Maserati started in 2019194, Since
then, an average gross result of € 7.5 Million has been lost year-on-year and
completely from 2024 thereafter. The end of the partnership is forecasted to
impact negatively the 2024 results in € 6.95 Million.

Formula One: Over the past five years Ferrari has been supplying engines to
two teams: Sauber (under the name Alfa Romeo) and HAAS, an American racing
team. However, a major shift is occurring after the 2023 season. Alfa Romeo has
announced its withdrawal from Formula One and, according to market rumours, it
will merge with HAAS to form a single team1%. The Swiss-based Sauber team,
currently operating under Alfa Romeo’s name, will continue to use Ferrari's power
unit until the end of 2025. The entrance of the German manufacturer Audi into
Formula One will result in Ferrari being replaced as the power unit provider for
one of its two customers, leading to a substantial decrease in revenues of € 29.2

Million, per year, shown in Chart 54.

A single turbocharged 1.6-liter V6 engine, which is used in Formula One cars, is
valued at approximately $10.5 million (€9.84 million), with teams allowed to use
three of these engines throughout the season. Notably, the cost of engines in
Formula One has been a significant point of focus, with costs decreasing by 41%
since 2018. However, it's worth highlighting those raw materials experienced a
notable increase during the years of the pandemic, and although there has been
some stabilization in the market, prices have not returned to historical levels
(Chart 56). The impact of raw material costs on overall prices is a factor that
cannot be overlooked - the average cost of the primary raw materials for engine
production has been increasing at an average rate of 5.79% per annum. As a

result, our research team anticipates increasing its revenues at the same pace

103 As part of this commitment, Stellantis has pledged that all of Maserati's new models will be entirely developed, engineered, and produced in Italy, and they will be equipped with
electric powertrains (2030), and will come in a 100% electric version by 2025. Press release - Maserati Media Site. (n.d.). https://www.media.maserati.com/en-us/releases/1690
104 Mihalascu, D. (2019, May 12). Ferrari will stop supplying engines to Maserati from 2021-2022. Carscoops. https://www.carscoops.com/2019/05/ferrari-will-stop-supplying-engines-
to-maserati-from-2021-2022/

105 Chinchero, R. (2023, August 2). Alfa Romeo resta in F1: rinominera le power unit di Haas dal 2024. motorsport.com. https://it. notorsport.com/f1/news/alfa-romeo-resta-in-f1-
rinominera-le-power-unit-di-haas-dal-2024/10503138/
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from 2025 and beyond for the segment.

Legislation: Engine production has been subject to sustained pressures due to
recent legislation. This trend is not unique to the United States and the UK106,
Independent international organizations such as the United Nations (UN) are
actively involved in shaping regulations, exemplified by the UN Global Technical
Regulation (UN GTR) focused on the topic of brake particulate emissions from
the brake systems of light-duty vehicles%’. As a response to the current and
anticipated environmental regulations, Ferrari has taken steps to improving the
HY-KERS (Kinetic Energy Recovery System) technology into their Formula One
cars108, Currently, the company has adopted plug-in hybrid technology in the likes
of the SFO0 Stradale and the 296 GTB. These new hybrid models have
succeeded in reducing vehicle emissions during the usage phase by

approximately 30% when compared to traditional internal combustion engines 1%,

Ferrari's commitment to innovation encompasses a range of areas, including
enhancements in turbochargers, engine downsizing (with V6 and V8 hybrid
configurations), transmission, electric steering, and hybrid technology. These
advancements signal a significant transformation for Ferrari in the years to come
(Table 8), aligning the company with changing industry standards and
environmental concerns. Supply and demand are both driving this
transformational change in the luxury mobility market. External pressures like
legislation are strengthened by demand for electric mobility, expected to increase
at a compounded annual growth rate of 23.2% by 2028 (Chart 57).

Sponsorship, Commercial and Brand

Sponsorship deals: Ferrari's F1 team (Scuderia Ferrari) benefits from
sponsorship agreements with large companies such as Santander, Shell, and
Puma, Ferrari’s official Formula One sponsor!t, The revenues for this segment
were projected based on the average contribution per sponsor, which has
historically been around €6.8 million (Chart 59)11, times the number of sponsors.

In 2017, when Liberty Media took control of the Formula One brand, it marked a
pivotal juncture in the history of the sport!!2. Central to their approach was
placing the drivers, and to a somewhat lesser extent, the technical and
mechanical side of Formula One racing, at the heart of the sport!13. While this

106 Notably, the Washington State House bill 1204, titled "Clean Cars 2030," mandatesthat all passenger and light-duty vehicles, whether privately or publicly owned, of model year
2030 or later registered in Washington state must be electric vehicles. In November 2020, the UK Prime Minister, as part of the 10-Point Plan for a Green Industrial Revolution,
announced the phasing out of the sale of new petrol and diesel cars in the United Kingdom by 2030. Ferrari 2022 Annual Report

107 U UNECE adopts groundbreaking regulation introducing a methodology to measure particle emissions from cars and vans’ braking systems | UNECE. (2023, June 21).
https://unece.org/media/press/380012

108 This feature was first incorporated into the Ferrari 599 GTB Fiorano, in 2010, Ferrari’s first of many road cars to utilize hybrid technology. Brogan, M. (2021, August 12). Ferrari 599
HY-KERS, Ferrari’s first hybrid — Geneva 2010. Drive. https://www.drive.com.au/news/ferraris-first-hybrid/

109 Ferrari 2022 Annual report

110 pyUMA recently renewed its contract with Ferrari Formula One racing team as official sponsor. Ferrari Q3 Webcast session, November 2023

111 santander alone made a substantial individual contribution of €60 million for the 2023 season. Ferrari Q3 Webcast session, November 2023

112 Admin, N. (2022, April 22). F1 fandom: Will the bubble burst? National Motorsport Academy. https://motorsport.nda.ac.uk/new s/f1-fandom-will-the-bubble-burst/

113 This strategic shift aimed to create compelling human-interest stories, enriching the Formula One experience forfans. A Kulpa, C. (2022, November 7). Formula One is growing in
the U.S. Is it a bubble waiting to pop? Twin Checkers. https://www.twin-checkers.com/formula-one-us-bubble-waiting-to-pop/

23



Formula One Sponsors 2022

approach worked to ramp-up attention to the sport in 2018 and 2019 (Chart 60),
Table 9 the analyst’s view is that Formula One is currently living in a bubble of

broadcasting, set to decline in the years that follow14,

Entities F1 Number of Sponsors
r::::n :z Out of the total sponsors and partners, the Italian manufacturer counts with 31
Aston Martin 26 (2023 season), but this number is anticipated to decrease over the years to 28115
r;:n:i:j:j i: (Chart 60), duly of the historical viewership decrease'é. The total contribution of
Total Branded Partnerships..........299 sponsorship deals is forecasted to follow the same evolution, from 44% to 37%
EEEH %gg by 2030, at a negative CAGR of 1.31%.

Source: Formula One, Marksin Mikov

Chart 61 The automaker also competes in the World Endurance Championship (WEC),

Variable Prize Money

14%
13%
12%
11%
10%
10%
9%
8%
7%
6%

109 8 76 5 4 3 21

(€ in Thousands) participating in two of the three categories: GTELM (a successor to the GT3
class) and the Hypercar class, which they joined in the 2023 calendar year. With
their entry into the second racing category, research indicates that the amount of
sponsorship directed at the Scuderia Ferrari WEC team is expected to double,
representing approximately 2% of revenues for this segment. The average
contribution of sponsors to the F1 team was projected using a moving average,

considering the connection to the previous years' constructor's results.

Source: Equity research valuation model

Prize money: The amount of revenue the team earns at the end of the racing

Leading Ergﬁgssvzvorldwide, season, mostly derives from Formula One. It is composed of two independent
2023 Brand Strength Index
(0-100 cale) variables: a fixed participation fee — Long Standing Participation (LSP) — that is
. 8960 awarded singularly to Ferrari for its participation in the sport since its beginning
o (1950), which has been around € 63 Million for the past five years; and a variable
IKnstZZEZL‘ m—— reward, dependent on the constructor’s position in the Formula One ranking. The
WVEV%C'(‘;E;V% first place receives 14% (€ 126 million) of the total variable prize and decreases
Seseom proportionally until it reaches the last position (10t place), which is entitled to €
coeae 220 54 Million (6% of the capital pool)’. Scuderia Ferrari finished third this season,
e resear:hj:zzn o awarding the company with € 108 Million of variable compensation. Forecast of
Others revenue breakdown revenues was done based in Ferrari’s position in the championship for the years
58% to come. We believe it will keep third place as average, given the substantial
pressure coming from the top four contenders, Redbull, Mercedes, McLaren and
13%29% Aston Martin; new engine suppliers (Audi, 2026 and GM, 2028) entering the
I sport; and shorter, lighter and thinner cars, as planned by the FIA8,

Source: Ferrari

Financial Services

Ferrari Brand: The last component of the driver is the value associated with the

Mugello Racetrack activities
mOther sports related activities

Ferrari brand itself, through licensing, royalty income and merchandising. There

iannual reports

was insufficient data available to conduct a well-sustained and accretive forecast.

114 Entering next weekend's inaugural Las Vegas Grand Prix, Formula 1 is averaging 1.11 million viewers across the ESPN family of networks — down 8% from last year but still the
second-highest average on record. Ramirez, I. (2023, November 18). Formula 1’s race in Las Vegas proves it doesn’t get its new American audience. Vox.
https://www.vox.com/culture/2023/11/18/23965792/formula-1-growth-race-las-vegas-strip-grand-prix-fans

115 The total number of B2C sponsors in the sport were 145. Sponsors agree to these partnerships for three main purposes — increase sales, brand awareness, and strategy. We have
assumed, for forecasting purposes, if their expected return is not being fulfilled, some of these sponsors will not renew their contracts in the following seasons. Equity Research Team
16 F (2022, February 17). Formula 1 announces TV, race attendance and digital audience figures for 2021 | Formula 1®. Formula One.
https://www.formulal.com/en/latest/article.formula-1-announces-tv-race-attendance-and-digital-audience-figures-for-2021.1YDpVJIOHGNuok907sWcKW.html

117 Booth, D. (2023, March 4). F1 prize money 2023: Payout breakdown, how much drivers and constructors win. Sporting News. https //www.sportingnews.com/us/formula-1/news/f1-
prize-money-2023-breakdown-how-much-drivers-constructors-win/niv7nqaftiivoiphfufjf4dy

118 FIA has declared a 50kg weight target reduction by 2026 in all cars. (2023, September 19). The FIA targets 50 kg lighter cars for F1's 2026 rules changes. F1News.live.
https:/iwww.flnews.live/the-fia-targets-lighter-more-efficient-cars-for-f1s-2026-rules-revolution/
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Table 10
Patent Box Regime

Patent Box No Patent Box

Equity €63,158,311 €63,074,885
Price Target €350.3 €349.8
Capital gain 3.50% 3.40%

Source: Equity research valuation

The historical values (2018-2023) were obtained by difference from the total
sponsorship, commercial and brand revenues to sponsorship and prize
contributions. Based on recent historical growth and brand recognition worldwide
(Chart 62)119, we have concluded that Brand would be the biggest driver of
growth for the segment (Chart 58), to appreciate at a CAGR of 3.42%.

Others

This segment is mainly driven by the Financial Services activities of Ferrari
(Chart 63), which has seen a significant increase in the last year, surpassing pre-
pandemic results (Chart 64). Given the industry outlook for the future!?, the fact
that car loans have been increasing!?!, and the expected increase in price for
Ferrari models, the revenues of this service are also expected to increase in the
future and drive Ferrari’s revenues in this segment, as we expect them to reach
over 125 million by 2030 - approximately € 70 Million in 2022. The remainder
activities of the company in this segment were forecasted based on their previous
performance, so we assumed both the Mugello Track revenues and other Sport
Related activities to keep on increasing based on their previous growth, reaching
around 28 million (15.8 million in 2022) and 56 million (34.7 million in 2022)
respectively, by 2030. A good indicator of this forecasted growth is the record
650 thousand visitors in Ferrari Museum from the beginning of the year.

Taxes

Ferrari's business is subject to a range of taxation, primarily in Italy, which
encompass the Italian corporate income tax (IRES), having remained steady at
24% over the past three years, and the regional trade tax (IRAP) with a rate of
3.9% (Chart 65122).

In 2018, Ferrari N.V. entered into an agreement with the Italian Revenue Agency
concerning the Patent Box tax regime, offering tax advantages to companies that
derive income from the utilization of patents, trademarks, designs, and know-
how. The current Patent Box regime introduced a 110% "super tax deduction" for
specific costs associated with eligible intangible assets, such as research and
development capital expenditures (R&D). This new regime is set to expire in
2024. Ferrari's ability to renew its participation in this regime will depend on
potential future changes to Italian tax legislation!?3. The effective tax rate is
estimated to fall within the range of 20-21%, considering assumptions regarding

119 Ferrari is again the strongest Automobile brand with a Brand Strength Index score of 90.7, and AAA+ brand rating . Automotive Industry 2023 | The Annual Brand Value Ranking |
BranDirectory. (n.d.). https://brandirectory.com/rankings/automobiles/

120 Check trends section of this report

121 Aleksandric, M. (2023, December 7). Car loan statistics 2023: Average debt, payment and default rate. FinMasters. https:/fin masters.com/car-loan-statistics/

122 The unusual tax behaviourin 2020 can be attributed to Article 110 of Law Decree No. 104/2020 22, which enacted "Urgentmeasures to support and revitalize the economy." This
article reintroduced the voluntary step-up of tangible and intangible assets, subject to the application of a substitute tax at a rate of 3%. Ferrrai 2020 annual report
123 companies undergoing bankruptcy procedures are ineligible to optfor the regime. Consequently, in our analysis, we anticipate that Ferrari will be able to utilize this regime over an
extended period. Ferrari 2022 annual report and Equity Research Team
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the growth of corporate tax rates and associated benefits. Tax adjustments
deriving from the Patent Box regime are immaterial to the overall valuation (Table
10), with roughly 0.2% capital gain impact in the price target sensitivity
estimation.

Property, Plant, and Equipment

Land: Since 2018, Ferrari has been making substantial land purchases to

accommodate the transition into electric mobility (Timeline 1).

E-building

New Land F1 Land start of
Land  technical purchase simulator purchase ~construction
purchase  center 64,000 m, building 52,000 m,
16,000 m,

Cbuilding  PNotovoltaic
Fiorano GT Commercial o™ production
Sports' building a‘ land
building rennovation gg’ggoe'rﬁ 10,000 m,
6,000 m, 6,000 m / 2

11/10/2017

11/10/2019

11/10/2021 11/10/2023

Timeline 1: PP&E Timeline, Ferrari Annual Reports

The current construction of the E-building and supporting infrastructure
(photovoltaic production field'24) are halfway done (completion by June 2024).
Historical growth of land has been at a CAGR of 45.1%, with 2022 alone growing
at 164% YoY. 2023-2026 are years of expected slowdown in land purchases,
giventhe shorter-term focus on finishing the E-Building?25. Nevertheless, with the
phase of the photovoltaic field at one-quarter, some considerable investments in
Maranello are still expected by the end of the decade. Therefore, land is
estimated to continue growing at a CAGR of 14.70%. It also does not possess

right-of-use assets as the company only builds and operates in proprietary land.

Industrial buildings: Before the recent additions (Timeline 1), Ferrari counted
three major facilities — Maranello’s headquarters 126, Modena’s production plant!??,
and Fiorano’s racing track'?®. Distribution was mostly attributed to Cars and
Spare parts (80% of the total) and forecasted in the same line of thought as land.
As far as information goes, planned Industrial Buildings will have been fully
reached by 2026, thus no new additions until 2030. Regardless, some capital
commitments will be made between 2023-2026. As such, expected CAGR is
4.85% (Chart 69).

Right of use assets had an average historical representation of 2%, decreasing
substantially in the last two available fiscal years (-18% and -14%). Forecasted

leases were assumed to start at 2% and decrease by 1% thereafter.

Plant, Machinery and Equipment (PME): Distribution of machinery and

124 Fermari's with the Enel

p has entered th

pl ith the recent i's four sections. b total, they will comprise 3,800 sdar panels, able to deliver a maximum power of 1,535 kWp. Ferrari. (2023, March 28).

I " th-enel

ion of the first of

Ferrari invests in solar energy systems with Enel X. Ferrari. https://www.ferrari ts-i it}

125 Automotive News Europe. (2023, November 3). Ferrari is ahead of schedule with first all-electric model. Automotive News Europe.
https://europe.autonews.com/automakers/ferraris-q3-results-lead-raised-annual-eamnings-forecast

128 |n operation for the design, development and production of road and track cars, as well as of our Formula 1 single -seaters. Include a Product development center, hospitality area
and the Ferrari Museum. Ferrari 2022 annual statement

127 Manufactures aluminium bodyworks for the regular Range, Special Series and prototype cars. Ferrari 2022 annual report

128 Also houses Formula One logistics office. Ferrari 2022 annual report
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equipment was less skewed towards Cars and Spare parts (60%) - Engines
(30%), Sponsorship, commercial and brand (9%), and Others (1%). The split took
into account the intensity of use of machinery required by each unit and assumed
to change at the growth rate of Industrial buildings, since correlation between
both is expected to be very high. CAGR is expected to grow at 3.97% (Chart 70).

Historical growth of rights of use assets of PME has been negative (-51%, 2020; -
31%, 2021; -40%, 2022). Accounting for roughly 0.3% of total PME, the declining

growth was extended until 2028 and assumed to remain constant thereafter.

Other assets: These were assumed to be related to retail stores of Ferrari.
Consequently, 70% of the total amount was attributed to Cars and Spare parts
and 30% to Sponsorship, commercial and brand, for its merchandising
component. CAGR of other assets is 0.59% following 2023 (Chart 71).

Right of use assets were forecasted based in leasing costs per retail store. The
downwards trend of number of stores made these asset’s estimations to fall at a
CAGR of 5.84%.

Advances and assets under construction: Assets under construction were
assumed to be related to other work-in-progress assets, associated with the
construction of the E-Building and supporting infrastructures, complementing the
finished infrastructure accounted for in “Industrial Buildings”. As previously
mentioned, roughly one-quarter of the development has already been made and
is ahead of schedule. Growth rate was assumed at negative 25% (2023 — 2025).
Following that, no change is expected, leading to a CAGR of -2.92%.

The declining trend across all rights-of-use assets across all categories is
attributed to Ferrari's investments in expanding its facilities to accommodate the

transition to electric and hybrid models, reducing the need for leasing.
With the previous analysis, PP&E is forecasted to grow at a CAGR of 4.25%.

CAPEX and depreciation: Withthe growth rate of PP&E, Ferrari becomes liable
for an increasing number of assets subject to depreciation. After 2026, it is
assumed a slowdown of asset purchases (annual average PP&E change of €
13.13 Million vs € 187.6 Million before 2026), despite depreciation’s?® 4.44%
CAGR increase. This makes CAPEX to grow at an accelerated pace until
2025, and to decrease to historical rates of growth afterwards (Chart 74),

foreseen to grow steadily at 2.44% CAGR.

Intangible Assets

129 Depreciation was forecasted based on the average number of years of expected useful life of tangible andintangible assets. Tangible assets subjectto depreciatio n were assumed
to be split into two — industrial buildings and PMEs, with a respective useful life of 10 and 5 years. Intangible assets were assumed with a lower useful life of 3 years. These values
were reconciled with historical depreciation levels. Equity Research Team

130 capex was calculated by summing changes in PP&E and yearly depreciation. Equity Research Team

27



Chart 76
Esternally acquired

development costs
(€ Millions)

1686
1091 | |
=P il
393 - =
- ==
2019 2022 2025 F 2028 F
mOthers
mSponsorship, commercial and brand
Engines
Cars and spare parts
Chart 77
Development costs internally
generated
(€ Millions)
1070
sg2 _ =2 T
27 _ _ =10 ¢
2019 2022 2025 F 2028 F
mOthers
= Sponsorship, commercial and brand
Engines
Chart 78
Patents, consessions and
licenses
(€ Millions)
2019 2022 2025 F 2028 F
u Others
u Sponsorship, commercial and brand
Engines
Cars and spare parts
Chart 79
Other intangible assets
(€ Millions) 26
14 I
10 "l ] | I
2019 2022 2025F 2028 F
mOthers
mSponsorship, commercial and brand
Engines
Cars and spare parts
Chart 80
Intangile Assets and
Amortization
(€ Millions)
912
643 653
332 442
192 201 2y
140
nwedbrelierl
2019 2022 2025 F 2028 F

IA CAPEX ®Change inIA ™ Amortization

Source: All graphs sourced from our Equity research
valuation model

Externally acquired development costs (EADC): These relate to development
costs of the current and future product offering of Ferrari3l. Over the period from
2023-2026, Ferrari plans to launch fifteen new models, assumed at an average of
3 current model’s upgrades?®?, and two entirely new models. 2022 also saw 3
models added to the portfolio, meaning this effort from Ferrari is consistent, yet
not overly ambitious. EADC are forecasted to grow at 25% YoY, higher than the
21% observed historically, and at 5% thereafter. CAGR sits at 7.79% from 2023.

Development costs internally generated (DCIG): Under the IAS 38133,
internally generated development costs!3* have had a historical cap of 34% of the
total IA. The same cap was assumed for forecasting purposes. Growth rate of
DCIG was assumed at historical levels (19%) until 2026 and reduced gradually to
10% until 2030 to comply with the covenant, leading to a CAGR of 9.26% (Chart
77).

Patents, concessions and licenses (PCL) and Other Intangible Assets (OIA):
These two elements have been put together for their shared goal, mainly related
to the registration of trademarks35. Trademarks in Europe take at least 7 months
to become registered?®. The time-consuming and highly regulated process
restricts the amount of trademarks Ferrari can do yearly. Historical growth from
PCL and OIA have been at 8% and 14% on average. Forecasted growth has
been assumed at these respective rates, with a CAGR of 6.92% and 9.80%
(Chart 78).

CAPEX and amortization: According to EU regulation, trademarks are available
for a period of 10 years1%, patents often last of 20 years38, and licenses are
usually contractual in a yearly basis, with a maximum validity of 3 years!3°. This
led our analysis to a weighted average useful life of IA of approximately 3 years.
Amortization is expected to grow at a CAGR of 8.12%, reaching 57% of total
depreciation and amortization (PP&E and 1A) by 2030 (Chart 80).

Debt

Debt has four main components for which we assume book value equals market
value (Chart 81).

Bonds and notes: Ferrari issued two bonds, one with maturity until 2023 and
another until 2025. Since we do not foresee an unexpected scenario that would

compel Ferrari to raise its debt outstanding, to forecast this component, we

131 Ferrari annual report 2022

132 Improvements of e><|st|n9 new models — Roma Spider, 296 GTS (2023), to new models like the Purosangue (SUV). Eqmc}/ Research Team
a

33 The costs of generating other inem:
reco,

ally generated intargible assets are dassfied into whether they aise in a research phase or a development phase. Research expmdnure is Tecognize

nized @ the cost of an intangible asset. IFRS - IAS 38

s an expense. Development expenditure that meets specified criteria is

assets. (n.d.). I ifrs. ist-of. ias-38.

134 Maten‘als and personnel costs relating to the

design and pi activities focused on content enhancement of existing cars and new models Ferrari 2022 report

135 Femari owns approximately 5, trademarks (word or figurative), registered in several countries. The maximum level of protection is given to the following iconic trademarks, for which they
own approximately 4,270 applications/registrations in approximately 140 countries, in most of the main classes for goods and services. Ferrari 2022 annual report

136 Mar, A. (2022, February 16). How long does it take to register a trademark? TradeMarkAngel. https://trademarkangel.com/fag-items/long-take-register-trademark/

137 FAQ: Renewals. (n.d.). EUIPO. https://www.euipo.europa. eu/en/the-office/help- centre/forms/faq renewals

138 Where is a patent valid and how long does it last? | Epo.org. (n.d.). https:/A epo. Ps {ong-dt

139 The L_2019186EN.01000101.XML. (n.d.). https://eur-lex.europa.eu/legal- content/EN/TXT/HTML/?url CELEX%3A32019R1148
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Table 11
Cashflow management
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2019 2020 2021 2022
AHP 85 100 95 93
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Source: Equity research valuation model
Table 12
Cashflow management
(in days)

2019 2020 2021 2022

Current

Ratio 2.3 1.9 2.3 2.0
Quick

Ratio 1.9 1.6 1.9 1.7
Cash

Ratio 0.8 0.8 0.9 0.7

Source: Equity research valuation model
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assumed Ferrari rolls it over#. The company also has two notes (due 2029 and
2031) issued for general corporate purposes, including the funding of capital
expenditures, both with a principal of € 150M. It has been assessed that Ferrari is
better off not repaying its debt entirely since the automotive industry is very

capital intensive!l,

Securitizations: As a means of diversifyingits sources of funds, the Group sells
some of its receivables originated by its financial services in the United States
through asset-backed financing or securitization programs'42. Consequently, we
have decided to forecast this component as a percentage of total revenue from
car sales (CAGR 1.71%).

Lease liabilities: The Group recognizes lease liabilities in relation to right-of-use
assets in accordance with IFRS 16, previously described in the Property, Plant,

and Equipment section.

Borrowing from banks: These relate mainly to financial liabilities of Ferrari
Financial Services (FFS) to support the financial services operations - offering
retail clients financing for the purchase of Ferrari cars, and dealer financing.
Consequently, we forecast this component has a percentage of total revenue
from cars since FFS Inc will grow proportionally to car sales.

Despite being too early to make assumptions on interest rates for 2030, from Q2
2024, they are expected to start decreasing'3. This incentivizes companies to
take-in additional leverage as it becomes relatively cheaper compared to equity.
Ferrari, however, is sitting comfortably regarding cash management and it does
not require more debt to grow (Tables 11 and 12). On the contrary, main
shareholders have been increasing their equity portion for the past 5 years
(Group Structure). Our analysis is that this trend will continue moving forward and
total debt-to-value will gradually decrease (Chart 82).

Value Creation

Ferrari's core operations will experience significant transformations throughout
the explicit forecasting period (2023-2030), preventing it from reaching a steady
state (Chart 83). As historical and forecasted data demonstrates, the behaviour
of RONIC is non-linear'44, as it is dependent on new capital invested in the firm
and the incremental impact on cashflows in the following year. RONIC’s upticks

are correlated with brand new models introduced by Ferraril4® - prior investments

140 Bonds with the same issue costs, Yield to Maturity, coupon rates, maturity, and price. Equity Research Team and Ferrari 2022 annual report

141 1n the near/medium future, it will require cash to support its future operational activities, continue its R&D expenditures and execute the buyback program. Equity Research Team
142 This strategy had been employed for self-financing purposes, further reducing dependence on intercompany funding so that it can then be loaned to clients and dealerships when
buying Ferraris and increasing the portion of self-liquidating debt with various securitization transactions. Ferrari 2022 annual report and equity research team

143 Outlook 2024 | Barclays Private Bank. (n.d.). https://privatebank.barclays.com/insights/2023/november/outlook-2024/

144 The trajectory of RONIC is non-linear due to the evolution of the company's product mix - reduction in ICEs and a rise in hybrid and electric vehicles. This shiftled to an increase in
manufacturing costs in preceding years, alongside a broader product range catering to a more extensive customer base, boostin g sales in the years to come. Equity Research Team
145 Brand new model's timeline and forecast: 2023- Purossague; 2025 — First EV GT; 2028 — Second EV GT Spider; 2029 — First EV (SUV). Equity Research Team
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Vaﬁga::r:eiéion see turnover when the models are made available and sold to the customers.

e In years of brand-new model launches, growth rates of FCF tend to be inversely
related to the RONIC (Chart 84). This happens due to Ferrari’s ramp-up strategy
for the years following a launch#¢, i.e., the model is made available in year x at a

limited quantity; in year x+1, more quantities of that model are put available,

2021 2023E 2025F 2027F 2029 F

New mogels RONIC which drives core results to increase (higher FCF, higher growth rate). This
Source: Equity research valuation model coincides with periods of divestment and preparation for new future models, and
Chart 85 . . . . ..
RONIC vs growth of FCF the cyclerepeats itself (Chart 85). With the overall surge in invested capital, it is
(in percentage %)
75% anticipated that ROIC will experience a decline in 2025-2027 but gradually
- recover over time as cash inflows from EVs materialize.
’ 16%
3.8% . .
Weighted Average Cost of Capital
2021 2025 F 2029 F
Growth FCF ====RONIC The equity beta was first obtained to calculate the return on equity4’. The value
Souree: Bquly research valuation model was benchmarked against numerous players, encompassing not just the
Chart 86 . .
Ferrari's weekly excess returmns automotive sector but also the luxury industry (Table 13)48.
against the market
02 Using the CAPM formula with a risk-free rate of 2.596%4° and a market risk
. 01 premium of 6.2%*%0, we arrived at a levered cost of equity'5! of 7.2% (Table 14).
g SR
SRl . s Al Considering Ferrari's BBB+ rating (CRIF Ratings Agency -annual default rate of
y=06112x+00037 02 0.25%?%?), we factored in the expected loss rate given default for unsecured debt
Euro Stoxx 50
Source: Equity research valuaton model at 42.10%. With the Yield to Maturity of the company's longer-term bond (Bond
Table 13 20/25) at 4.18%, we calculated the cost of debt!® to be 4.08% (Table 14).
Beta Unlevered Peer comparison
Business BetaUnlevered ~ Lastly, we conducted an analysis to determine the company's long-term Debt-to-
g peendarh 2% Enterprise Value (D/EV) ratio, which is set at 26.5%. This ratio is projected to
g BMW 0.47 . . . . . .
€ Wolkswagen 042 Steadily decrease over the years, primarily driven by equity repurchasing
< stellantis NV 0.78 . . . . . S
Burber i35 programs employed by Ferrari. This reduction mitigates financial risk and
» Estee Lauder 1.05 . .. P . ..
£ Hemes 120 provides Ferrari with more flexibility for strategic decisions!54,
o Kering 1.27
S 2% Utilizing Ferrari's statutory tax rate of 24%, we calculated a WACC of 5.92%55,
Pt %2 which is used to discount the core free cash flows generated by the company
Source: BIvovn?I;:?qeand valuation model 098 after the ﬁscal year 2023

146 Ferrari's ramp-up phases are those in which a brand-new modelis launched. Quantities of that model available for that year are purposefully made lower, and increasing the years
that follow. This strategic move drives demand given the exclusivity of the most recent models. Ferrari Webcast Q3 2023 — section ramp-up or Purossangue.

147 The raw beta was computed by regressing the weekly returns of each company’s stock price, from January 2018 until November 2023, againstthe retumns of the market (Eurostoxx
50 was used in approximation). Raw Beta measures the price volatility of Ferrari's stock to the overall market.

An adjusted Beta of equity was used (assuming that a security's beta gradually moves toward the market average overtime, Byue: = 1), @s a proxy of Ferrari's future Beta of Equity,
under the formula: Bajustea = f * Braw +§ * Buarket

The selected risk-free rate was the 10-year German Government Bond Yield because Ferrar’s main shareholders are European long-term investors. Equity Research Team

48 Our selection process involved refining the list using some key metrics: market capitalization, enterprise value, cash and marketable securities, revenue, EBITDA, EBIT, net
income, and operating margin. Highlighting luxury brands as core competitors, disregarded as direct competition by Ferrari. Ferrari 2022 annual statements

149 10Y German Govermnment Bondyield - 17th of November 2023. Germany 10-Year bond historical data - Investing.com. (n.d.). Investing.com. https://www.investing.com/rates-
bonds/germany-10-year-bond-yield-historical-data

150 Market risk premiums were computed as the average of market risk premiums of selected nations in Europe. Statista. (2023, September 14). Average market risk premium for
selected countries in Europe 2023. https://www.statista.com/statistics/664786/average -market-risk-premium-selected-countries-europe/

181 r, =15 + Ad;B. * MRP

152 The 2Y default probability was retrieved from CRIF Ratings Agency, and converted into a 1Y probability by: 1Y Default Probability = /1 +2Y Default Probability -1

153 ., = YTM — P(default) * Loss Given Default

154 A company with a decreasing D/EV has greater leeway for growth opportunities, such as acquisitions, without significantly increasing its debt burden. Equity Research Team
5 wace = re*§+rd *ﬁ* (1-1t)
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Table 14

Weighted average cost of capital Discounted Cash Flows Valuation
WACC 5.92%
ng“S‘ed Beta 60-97;‘ For the Discounted Cash Flow (DCF) valuation, the business units were valued
e .9%
RE. _ 2.6% individually%6. Free cash flows were calculated until 2030 and discounted, using
Market risk premium 5.9%
Rd 41% the same WACC7, from 2024 onwards. The analysts determined the terminal
Loss given default 42.1% ) .
Recovery rate 57.9% value using the terminal value growth rate!s8 (g,) (Table 17).
Default Probability 2Y 0.5%
Yield Ferrai N.V. 20125 #2%  Cars and spare parts were set with a g, of 3.8%. An acknowledgement must me
DIV 26.5%
Debt Beta of the market 0.14 made regarding its relatively high value!®® - the risk-free rate assumption used in
C te T t 24.0%
Source: Equily research valuation model the model is at a three-year all-time high (Chart 88), which put a floor to how
Chart 87 . .
Core result and ECF much we could lower the expectations on perpetual growth (refer to impact of
(€ Thousand)
CAGR inflation in valuation section).
1746
, Core resultis expected to grow at a CAGR of 4.99%, slightly below the market of
55
Ty luxury cars, (6.9% CAGR?0) until the end of the decade. Non-core business was
Ll
2019 2022 2025F 2028F valued at the book value of assets, since applying the DCF method with the
o Core 1 same discount rate for the core business could potentially lead to a misleading
Source: Equity fesea““hva'“a“m model valuation - financial assets are not a part of the company's core business, thus
Chart 88
10Y Government Bond Yields being subject to different discounting criteria. With an enterprise value of €64.0
2020-2023
4.50 (Percentage %) billion and net financial assets of € 888 Million, we arrived at an equity value of
250 - €63.1 billion in 2024 (Chart 90). With a projected number of shares outstanding
e i at 180,3 million, the implied price target (excluding scenario analysis) for 2024 is
’ Hnnms ]
SO €350.25.
10292 8dSNENNNYR
cSS3cssscsszcs Macro Outlook
S<”PO08S<208<~0S8
United States
= United Kingdom .. . . . . . . .
Source: Statista The anticipated recessionin 2023 did not become a reality. Simply because it did
Chart 89 i i i iti 161 i
Core result waterfall not happen in 2023, many investors are now expecting it in 2024161, Despite the
(€ Thousencs) 2024 outlook not being the most positive, Ferrari enjoys a large base of core
57721 3,827 2,723 53 787

Fare
Lars

284 customers1®2that are so affluent they’re resistant to inflation or macro headwinds.
Even if the projected results of next year’s macro environment on Ferrari’'s are

negative, this was taken lightly, given its gross margins and inelastic demand.

Engines Others

Sponsrsh... Core Multlples Valuat|0n

Source: Equity research valuation model

156 The analyst concluded this would be more accurate to depict how value is created, alongside a more detailed sensitivity assessment. Equity Research Team

157 The same was used since WACC assumptions are company, and not Business unit specific. Equity Research Team

158 Achieved by multiplying the ROINIC and the RR forall but the Engines segment. In an industry characterized by constant evolution, where connected, autonomous, shared, and
electric mobility will surely be relevant, Ferrarimay encounter challenges in maintaining its supremacy as a luxury car manufacturer. Nevertheless, disruptive changes have already
been at play since the beginning of the manufacturer's life, thus we are confident that Ferrari will continue being disruptive fora very long period. We also believe it's prudent to temper
expectations regarding growth opportunities in the very distant future, hence timming the 2030 value of growth rate for Cars and Spare parts by half a percent. Engines ware expected
to continue growing in the long run at the increasing price of raw materials, the same growth rate used to forecast revenues until2030. Sponsorships and Others were kept at terminal
RONIC * RR of 2030, assumed to be already in a steady state.

159 Ferrari anticipates a 2% terminal growth rate in their annual accounts of 2022

160 | uxury Car Market Size, Share & Trends Analysis Report by vehicle type, by propulsion type (Interal Combustion Engine, Electric), by region, and segment Forecasts, 2023 -
2030. (n.d.). https://www.grandviewresearch.com/industry-analysis/luxury-car-market-report

161 With a stronger base of 2.8% (2023) worldwide economic growth, 2024 is likely to decrease to 2.4%. Inflation is expected to drop following central bank’s price pressures, to below
3% in most large economies. Politics is also a pinning factor with 40 different states having governmental elections, including Taiwan in January, the UK and the US later in the year.
Irrespective of their political inclinations, governments around the world will come under pressure to address excessive deficits, which is assumed to spill over into the general
population, whether in the form or tightening fiscal policies or reformed government spending. Overall CPI is therefore expected to follow the same path. J.P. Morgan releases 2024
Long-Term Capital Market assumptions, revealing opportunities to build upon 60/40 portfolio as economy enters period of transition. (n.d.). https://am.jpmorga n.com/us/en/asset-
management/adv/about-us/media/press-releases/jp-morgan-releases-2024-long-term-capital-market-assumptions-revealing-opportunities-to-build-upon-6040-portfolio-as-economy-
enters-period-of-transition/

162 Ferrari (brand value is up slightly 3% to US$7.2 billion), retains the pole position in the Brand Strength Index (BSI) with an impressive 91/100 score and the consequent top rating
of AAA+. brand-finance-luxury-and-premium-50-2023-preview (1). (n.d.). Scribd. https://www.scribd.com/document/6 62601 924/brand-finance-luxury-and-premium-50-2023-preview-1
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63,787

Source: Equity research valuation model

Trading Multiples: Ferrari occupies a unique position as the only stand-alone
publicly traded luxury automotive manufacturer, making it challenging to find

directly comparable peers. Hence, one placed more emphasisi6 on Price-to-

Chart 90
Equity Waterfall Sales, EBITDA and EBIT multiples. EBIT is particularly relevant as it considers
(€ Million) . ) ) . ) ) ) . ) 3
244 84032 63,144 the impact of Capital Expenditures (CAPEX), which is crucial in capital-intensive
(888) industries such as the automotive. Valuing Ferrari using multiples on a third-
guartile'®* basis leads to an estimated share price of €113, €265, and €219
respectively. This suggests a potential downside of approximately 65%, 20% and
34%, leading to a SELL recommendation (Chart 91).
MonGore  EV  NetDebt  Equity Transaction Multiples: This section was split into four categories based in the

standard industrial classification (SIC) codes tapping into Ferrari’s core
Table 15

Gross Domestic Product (GDP) Forecast, ~ activities!®. Transactions considered were either resulting from investments,

Global
Advanced
Emerging
us
Eurozone
UK

China
India

Year-on-year growth

(in percentage %) mergers and acquisitions or spinoffs since 2014, above a € 1 Billion threshold.
2022  2023F  2024F ]

33 M 24 EV/EBITDA data was collected from the seller and used for the multiple

8 " 38 analysis166. Transaction multiples severely understate Ferrari’s share price —

3.4 0.4 0.3

43 05 0.4 acquisitions were in general too low for Ferrari’s standard (Chart 91) value.

3 5.1 4

6.8 6.3 6.4

Transaction multiples price Ferrari in a range between € 29 and € 279, leading to

Source: Barclays Outlook 2024

Chart 91 . a strong SELL.
Multiples _val_uation
(Shareprince n €) As mentioned, we acknowledge the absence of true comparables for Ferrari, and
295 279 _<§ ) ] ) ]
e 235 o we undermine the relevance of multiple analysis for our investment
183 179
252 recommendation.
123 147 118 e,s . .
® e 0 Sensitivity Analysis
<\Qv<3’<\ F & P S
é\@ < v © Our team conducted a sensitivity analysis (Chart 94) by adjusting five key inputs:
A;m‘“egs TW@SEE” the weighted average cost of capital (WACC), terminal growth rate of cars and
Source: Bloomberg and research valuation model spare parts, retention ratio and RONIC, and share capital. These inputs were
_ Chart 92 selected because they have a direct impact in the share price calculation.
Inflation Rate of the EU
2005-2023 L . . . .
(Percentage %) WACC: The recent surge in inflation has been at historical highs over the last two
6.40 Lo decades. As inflation rises, investors demand higher yields (higher cost of debt)
Aug 21 ’ i i X i
Jus 230 to compensate for the eroding value of fixed interest payments. Given the
S 040 relatively inflated German Government Bond yields (Chart 88), a key component
Mar 11

Feb 09
Feb 07
Jan 05

2:80 of the WACC (risk-free rate), the variability of the WACC tends to trend
downward, inflating the share price adjustments more than deflating (Chart 94).

Solree” Statista

Growth rate: As mentioned before, the terminal growth rate of cars and spare

parts converges to 3.8%. The value is sensitive to variations in Ferrari's strategy,

163 Given the distinctive characteristics of the industry the Price-to-Eamings (P/E) ratio may be misleading due to its sensitivity to a company’s capital structure.

164 The utilization of the third quartile of the sample for valuation was based on the fact that comparable companies trade at low multiples, especially when considering automotive
industry peers. To arrive at a reasonable valuation, we had to adopt the optimistic perspective thatFerrari stands among the best performers in the selected sample. Due to the wide
range of share prices derived from various multiples, we believe this method may not be the most suitable approach for evaluating this company. Equity Research Team

165 Apparel and Accessory stores (AAS): SIC 5200-5299; General Merchandising Stores (GMS): SIC 5301-5399; Automotive dealers and gasoline service stations (AD): SIC 5500 —
5599; Motor vehicles and motor vehicles equipment (MV): SIC 3700-3799

166 Minimum and maximum acquisitions were disregarded to account for the existence outliers. Equity Research Team
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Chart 95
Drivers of change in nominal
prices of cars
(Percentage %)
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B |
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Sensitivity analysis
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Source: Equity research valuation model

Table 16

40

Inflation (Hyb) ®Inflation (Elec)

Sensitivity of price target to risk free and
perpetual growth rate of cars

Price
target

2.0
3.0
3.5
3.8

4.0

Gt

(in percentage %)

0.5 1.0 18 2.6 2.7

4.4 4.8 5.3 5.9 6.0
372
362

348

353

Source: Equity research valuation model

Ty
WACC
BUY
HOLD
HOLD
HOLD
HOLD

product demand, competition, technology disruptions, legal frameworks, and
other factors. Inversely to the WACC, the deflating potential of terminal growth is
more probable, decreasing the overall valuation. In fact, long-term growth
assumed in this valuation report has been above of Ferrari’'s own assumption of
2% (DCF Valuation section).

Impact of inflation on Ferrari’s valuation: Government yields and inflation tend
to be positively correlated to compensate for the real value deterioration of yields.
The stated risk-free rate at 2.6% (WACC section) implies that the discount rate
applied on future cash-flows is also inflated, driving the valuation down. However,
inflation is also implicitly incorporated in the model’s prices, with an elevated
impact in the revenues of cars and spare parts (Chart 95). Free cash flows are
affected by spillover and eventually, the perpetual growth rate of cars, one of the
most pondering factors in Ferrari’s valuation. Analytically, we believe both should
cancel out in the long run, as they are expected to move parallelly, but having

contrasting effects in the valuation (Table 16).

Monte Carlo Simulation: To assess the potential impact of the quantifiable risk
of our valuation regarding the WACC and terminal value growth of Cars, we
carried out a Monte Carlo simulation, with a standard deviation of 0.1% and 0.2%
respectively. The main results of our analysis are approximately: 29% of the
outcome support a SELL recommendation, while 37% and 34% support HOLD
and a BUY respectively. The output distribution is right-skewed (negatively
skewed), as seen in Chart 96.

Retention Ratio and RONIC: To reach terminal value growth rates of all but
Engines®’, the assumed steady state RR was multiplied by RONIC. The
retention ratio is higher in capital-intensive units of the firm - Cars and Spare
Parts — with a steady state interval of variation of 1% and 2% respectively (Chart
94).

Shares outstanding: Ferrari is currently executing a share buyback program
scheduled to continue until 2024. The number of outstanding shares was varied
primarily in the lower tail of the interval, since the projected number of shares
repurchased was made at average historical value (Share Buyback section). The

interval ranged from negative 10% to positive 5% (Chart 94).
Scenario Analysis

The alternative scenarios (downside and upside) were based in the assumptions

for the forecasted results of the value drivers, with some common and case-

167 perpetual growth was considered at the historical growth rate of prices of raw materials (Engines Section). Equity Research Team
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Chart 96

Monte Carlo Simulation
(Share price in €)

Curren S.P.
€327.5

250 300 350 400 450
Source: Equity research valuation model

Table 17
Scenario analysis main captions

specific variations'68 (Table 17). In the optimistic scenario, the share price
exhibits an upside variation of 41.6% (BUY), excluding capital gains. Downside
variation had a lower magnitude of negative 25.1% capital gain, leading to a
SELL recommendation. Our assumption is that both scenarios share a 10%

probability of materializing as the future reality of Ferrari.
Investor consensus and final remarks

Table 18 holds some of the financial consensus® regarding the Italian brand’s
stock price after the third quarter results were published. The distribution

gravitated towards HOLD (56%) as analysts are concerned about the year of

2024 F  Downside  BaseCase  Upside 2024 (refer to Marco Overview). Regardless 2023 is promising, with annual
FCF 863,673 1,013,033 1,261,197
2024 22.0% 13.0% 46.0%  results expected to follow the development seen throughout the year??. Further,
8o 3.85% 3.87% 4.05% . . . .
oIC 23.0% 28.0% a0 2025 is expected to be another great year for Ferrari as they unveil their new
RONIC 5.0% 21.0% 31.0%  glternative mobility solution powered solely through electricity, which is expected
WACC 5.9% 5.9% 5.9%
_ to bring an uptick in demand for the brand as they turn greener.
l';:'g:l €2516 €3503  €4759
Capial 5106 . Lo The stock is currently trading at 58x earnings, which is deemed high for a
Source: Equity research valuation model company with supply chain reliance. Even with earnings multiple expected to
Chart 97 171 L ot : :
Scenario Valuation decrease to 48x*"* by the end of next year, it is still considerably higher
(Sharepriceing) . compared to European luxury, trading at an average of 23x 12-month forward
3503 T earnings'72, Macro headwinds like Taiwan’s elections could burst another
3008 . . . .
2516 sequence of unexpected events that could impose threats in chips used in car
manufacturing (Qualcomm?73). Nonetheless (as of the 17t of December of 2023
— with the previously mentioned data accountable to such date), with an expected
Wore A e e capital gain of 6.9%, a cash gain of 0.8% (dividend yields), and the previously

Source: Equity research valuation model
Table 18
Equity research analyst’s view in Ferrari
stock, by major investment banks

Publishdate Company Opinion  Price target

06-Nov DBS Strong Buy € 400

06-Nov Evercore ISI Strong Buy € 362

06-Nov Barclays Buy € 337
Morgan

03-Nov Stanley Buy € 337

03-Nov JP Morgan Hold €335
Kepler

04-Nov capital Hold € 320

08-Nov Bemstein Hold €310
Goldman

08-Nov Sachs Hold €305

02-Nov Equita Hold €303

Share price at 03/11/2023 €309

Source: Business Insider, Street Insider, multiple sources

mentioned impacts of the scenario analysis, the final price target is € 353,
providing an upside gain of 8.61%. Henceforth, the final investment
recommendation is HOLD.

168 Upside and downside variations: 20% deviation in sales of cars, for increasing distribution (online); PP&E variation range (16%), for increasing productivity of new PP&E

purchased; 5% variation in sales for Bitcoin payment acceptancein the US and -10% in downside (crypto volatility); 20% deviation in licenses and patents for Sponsorship segment;
3% raw materials price decrease forengines; renewal of engine subcontract for formula 1; decrease in 10% of sales of Brand associated to raw material price decrease; achieving an
average of 2nd place forbest case, 4th place in formula 1 championship (vs current 3rd place); variation of sponsors (by 3) for sponsorship revenue calculation. Equity Research
Team

169 Ferrari. (n.d.). Analyst Coverage | Ferrari Corporate - Ferrari.com. https://www.ferrari.com/en-EN/corporate/analyst-coverage

170 RTTNews. (n.d.). Ferrari lifts FY23 view after strong Q3 results; Stock up. Nasdag. https://www.nasdaq.com/articles/ferrari-lifts-fy23-view-after-strong-q3-results-stock-up

171 Price target 2024 at € 350.25 and Eamings per share forecasted at 7.2: Earnings Multiple = —Erie per share

Earnings per share

172 Raitano, L. (2023, January 31). Europe’s luxury stocks have room to rise, but becoming costly. Reuters. https://www.reuters.com/markets/europe/europes-luxury-stocks-have-
room-rise-becoming-costly-2023-01-31/

173 Bell, S. (2022, February 9). Ferrari announces partnership with chip manufacturer Qualcomm. Carscoops. https://www.carscoops. com/2022/02/ferrari-announces-partnership-
with-chip-manufacturer-qualcomm/
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Financial Statements

Appendix

€ thousand 2018 2019 2020 2021 2022 2023 E| 2024 E 2025 E 2026 E 2027 E 2028 E 2029 E 2030 E
(Car and Spare Parts

Total Revenues € 2,535,245 € 2925721 € 2835170 € 3573119 € 4,341,482 € 5474638 | € 6,369,037 € 7266272 € 8118002 € 8194174 € 8329560 € 8,531,548 € 8,989,223
Core Cost of sales € 1,350,715 € 1,566,602 € 1501223 € 1,898,856 € 2438281 € 3,065,797 | € 3,630,351 € 3996449 € 4464901 € 4916504 € 4,997,736 € 5123194 € 5,429,491
Selling Costs € 65,958 € 73,051 € 67,365 € 74874 € 95,841 € 199,620 | € 195,375 € 211,027 € 216,517 € 201,438 € 187,242 € 174,059 € 173,849
Marketing and events € 44887 € 46,083 € 46,182 € 46,536 € 56,285 € 164,239 | € 159,226 € 174391 € 178,596 € 163,883 € 149932 € 136,505 € 136,157
R&D Costs € 583,298 € 632,862 € 642,913 € 694,710 € 706,513 € 1,128,116 | € 1,401,188 € 1743905 € 2029501 € 1638835 € 1665912 € 1,706,310 € 1,797,845
‘Write-Downs of Financial Receivables € 2,465 € 3681 € 7,787 € 1227 € 506 € 2737 | € 9554 € 36,331 € 40,590 € 32,777 € 24,989 € 17,063 € 9,775
Car and Spare Parts Before Taxes € 532,807 € 649525 € 615,882 € 903,451 € 1,100,340 € 1,078,367 € 1,132,570 € 1278559 € 1366494 € 1404620 € 1454181 € 1511434 € 1,570,120
Taxes € 127,874 € 155,886 € 147,812 € 216,828 € 264,082 € 258,808 271,817 € 306,854 € 327959 € 337,109 € 349,003 € 362,744 € 376,829
Core Result on Car and Spare Parts After Taxes € 404,934 € 493639 € 468,070 € 686,623 € 836,258 € 819,559 | € 860,753 € 971,704 € 1,038535 € 1067512 € 1105177 € 1148689 € 1,193,291
En(

Total Revenues € 284,546 € 198,308 € 150,655 € 189,432 € 155,342 € 109,629 | € 93,689 € 99,114 € 69,903 € 73951 € 78,233 € 82,764 € 87,557
Core Cost of sales € 158,908 € 123,216 € 98,982 € 123,838 € 131,090 € 73,110 [ € 62,479 € 66,098 € 45437 € 46,589 € 47722 € 46,348 € 52,534
Selling Costs € 9,637 € 10819 € 9829 € 11,117 € 14,361 € 11614 | € 7817 € 7,890 € 6,310 € 6,270 € 6,012 € 5844 € 5,946
Marketing and events € 5985 € 6,144 € 6,158 € 6,205 € 7505 € 5481 | € 4684 € 4757 € 3146 € 3106 € 2816 € 2,648 € 2,750
R&D Costs € 68,868 € 73493 € 77,005 € 80,227 € 86,056 € 65,777 | € 58,087 € 64,424 € 45437 € 44370 € 43,028 € 41,382 € 39,401
Write-Downs of Financial Receivables € 277 € 250 € 414 € 65 € 18 € 55| € 94 € 248 € 140 € 111 € 94 € 99 € 95
Engine Before Taxes € 46,856 -€ 9,469 -€ 35575 -€ 25,815 -€ 76,183 -€ 40,927 -€ 34,789 -€ 39,546 -€ 27,420 -€ 23,390 -€ 18,623 -€ 10,909 -€ 10,419
Taxes € 11,246 -€ 2273 € 8,538 -€ 6,196 -€ 18,284 -€ 9,823 |-€ 8349 -€ 9,491 -€ 6,581 -€ 5614 -€ 4470 -€ 2,618 -€ 2,501
Core Result on Engine After Taxes € 35611 -€ 7,197 -€ 27,037 -€ 19,620 -€ 57,899 -€ 31,105 |-€ 26,440 -€ 30,055 -€ 20,840 -€ 17,776 -€ 14,154 -€ 8,291 -€ 7,918
Sponsorship, Commercial and Brand

Total Revenues € 505,701 € 538,238 € 390,002 € 430,579 € 478,499 € 460,131 | € 478,713 € 478,685 € 491,085 € 498,684 € 502,963 € 506,650 € 517,363
Core Cost of sales € 63,563 € 52,807 € 41242 € 30,960 € 39,327 € 44,508 | € 43532 € 42,843 € 42,357 € 44,443 € 45522 € 45225 € 46,008
Selling Costs € 249,968 € 257,414 € 257,110 € 260,104 € 315368 € 246,472 | € 247132 € 256,296 € 261,099 € 253,826 € 248549 € 251567 € 255,554
Marketing and events. € 97,255 € 99,847 € 100,062 € 100,828 € 121,950 € 103,384 | € 110,658 € 115022 € 116,403 € 118,489 € 117,770 € 119593 € 122,628
Retail Stores € 149,623 € 153611 € 153,941 € 155,120 € 187,616 € 137,899 | € 131172 € 135901 € 139,134 € 129,828 € 125307 € 126,465 € 127,398
R&D Costs € 4564 € 3572 € 6,267 € 3417 € 8499 € 5285 | € 5734 € 6,245 € 6,109 € 6,653 € 6,266 € 6410 € 6,616
‘Write-Downs of Financial Receivables € 492 € 677 € 1071 € 148 € 56 € 2307 € 383 € 718 € 491 € 399 € 352 € 304 € 310
Sponsorship, Commercial and Brand Before Taxes € 187,114 € 223,768 € 84312 € 135,951 € 115250 € 163,636 | € 181,933 € 172,584 € 181,029 € 193,363 € 202,274 € 203,144 € 208,874
Taxes 3 44907 € 53,704 € 20,235 € 32,628 € 27,660 € 39273 | € 43664 € 41,420 € 43447 € 46,407 € 48546 € 48,755 € 50,130
Core Result on Sponsorship, Commercial and Brand After Taxes € 142,206 € 170,064 € 64,077 € 103,323 € 87,590 € 124,364 | € 138,269 € 131,164 € 137,582 € 146,956 € 153,728 € 154,390 € 158,745
Total Revenues € 94,829 € 104,348 € 83,963 € 77,764 € 119,931 € 145,773 | € 164,039 € 179,538 € 187,964 € 195,010 € 201,450 € 205,848 € 209,549
Core Cost of sales € 15891 € 17,602 € 8248 € 10,320 € 13,109 € 15,889 | € 17,716 € 18,852 € 19,172 € 19,501 € 19,742 € 19,761 € 19,907
Selling Costs € 1,777 € 1,896 € 1822 € 1929 € 2,404 € 2,658 | € 2,893 € 3,092 € 3231 € 3309 € 3398 € 3444 € 3,478
Marketing and events € 149% € 1536 € 1539 € 1551 € 1876 € 2187 (€ 2411 € 2,603 € 2725 € 2,808 € 2901 € 2944 € 2,976
R&D Costs € 4564 € 3572 € 6,267 € 3417 € 8499 € 7924 | € 9121 € 10,751 € 10,700 € 11,608 € 11535 € 11,906 € 12,214
Write-Downs of Financial Receivables € 92 € 131 € 231 € 27 € 14 € 29| € 33 € 27 € 19 € 20 € 20 € 10 € 10
Others Before Taxes € 72,505 € 81,147 € 67,395 € 62,072 € 95,906 € 119,272 | € 134276 € 146,817 € 154,842 € 160,572 € 166,755 € 170,726 € 173,939
Taxes € 17,401 € 19475 € 16,175 € 14897 € 23017 € 28,625 | € 32,226 € 35236 € 37,162 € 38537 € 40,021 € 40974 € 41,745
Core Result on Others After Taxes € 55,103 € 61,672 € 51,220 € 47,175 € 72,888 € 90,647 | € 102,049 € 111,581 € 117,680 € 122,035 € 126,734 € 129,752 € 132,194
Core Result Before Taxes € 839,282 € 944971 € 732,014 € 1,075,659 € 1235312 € 1320348 | € 1,413,989 € 1558414 € 1674944 € 1735166 € 1804586 € 1,874,395 € 1,942,515
Taxes € 201,428 € 226,793 € 175,683 € 258,158 € 296,475 € 316,883 | € 339,357 € 374019 € 401,987 € 416,440 € 433101 € 449855 € 466,204
Core Result after Taxes € 637,854 € 718,178 € 556,331 € 817,501 € 938,837 € 1003464 (€ 1074632 € 1184394 € 1272958 € 1318726 € 1371486 € 1424540 € 1,476,311
Core Tax Adjustments -€ 176,389 -€ 34,165 -€ 28,033 -€ 41,673 -€ 44,744 € 50,653 54,246 -€ 59,786 -€ 64,257 -€ 66,567 -€ 69,230 -€ 71,908 -€ 74,522
Core Result after Tax Adjustments € 814,243 € 752,343 € 584,364 € 859,174 € 983,581 € 1,054,118 | € 1,128,877 € 1244181 € 1,337,215 € 1385293 € 1440716 € 1496448 € 1,550,833
Non-Core Business

Result from Investments € 2,665 € 3522 € 4647 € 6,896 € 6,175 € 6,175 | € 6175 € 6,175 € 6,175 € 6175 € 6,175 € 6,175 € 6,175
Total Financial income from Industrial Activities € 2122 € 5806 € 1127 € 5140 € 4580 € 4,580 | € 4580 € 4580 € 4580 € 4580 € 4580 € 4580 € 4,580
Other Income € 15062 € 9297 € 6592 € 8,105 € 12,446 € 12,446 | € 12,446 € 12,446 € 12,446 € 12446 € 12,446 € 12,446 € 12,446
Non-core profit before taxes € 19,849 € 18,625 € 12,366 € 20,141 € 23201 € 23201 | € 23201 € 23201 € 23201 € 23201 € 23,201 € 23201 € 23,201
Statutory taxes € 4764 € 4470 € 2968 € 4834 € 5568 € 5568 | € 5568 € 5568 € 5568 € 5568 € 5568 € 5568 € 5,568
Non-Core adjustments € - € 733 € 73900 € 633 € 553 € 553 | € 553 € 553 € 553 € 553 € 553 € 553 € 553
Non-Core profit after taxes before OCI € 15,085 € 13422 € 83298 € 14,674 € 17,080 € 17,080 | € 17,080 € 17,080 € 17,080 € 17,080 € 17,080 € 17,080 € 17,080
Total net of taxes -€ 3,143 € 632 € 17,122 € 32,294 € 79299 € 79,299 | € 79,299 € 79,299 € 79,299 € 79,299 € 79,299 € 79,299 € 79,299
Non-Core Result € 11,942 € 12,790 € 100,420 -€ 17,620 € 96,379 € 96,379 | € 96,379 € 96,379 € 96,379 € 96,379 € 96,379 € 96,379 € 96,379
Financing Result

Total Financial Expenses -€ 56,187 -€ 88,232 -€ 77,345 -€ 53,569 -€ 80,747 -€ 93,602 |-€ 90,672 -€ 92,315 -€ 106,797 -€ 113,776 -€ 111,925 -€ 112,833 -€ 115,863
% of previous year debt -4.58% -3.70% - -3.07% 3.33 3

Statutory taxes -13484.88 -21175.68 -18562.8 -12856.56 -€ 19,379.28 -€ 22,465 | € (21,761.21) € (22,155.66) € (25631.31) € (27,306.17) € (26,862.06) € (27,080.04) € (27,807.14)
Financing Adjustments - - - - - - - - - - - - -

Financing result after taxes -€ 42,702 -€ 67,056 -€ 58,782 -€ 40,712 -€ 61,368 -€ 71,138 |-€ 68,911 -€ 70,160 -€ 81,166 -€ 86,470 -€ 85,063 -€ 85,753 -€ 88,056
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et Reformulated - Core Busine

Cohowsand 7018 7018 7070 7071 707 WmE  20MF  0F  G0%F TTE TF TE T F
CORE BUSINESS
operating Casn € 126702 € Mo € WL € TG € 200 € 2aTR|€ 384 € J@I4 € SN0 € 49709 €  AI6HB € 45T € 449461
Inventories € mmad € TS € 4016l € 49 € 4% € TET4|€ MG € L0MAT2 € LISTES € 12968 € 130078 € 133844 € 141315
Trade Receivables € 6T € Tas € oN1 € S € 856% € 1947|1897 € 1950 € LG5 € VB € lLSL € 16159 € 19165
Current tax receivables € BLa8 € 1448 € 10465 € L0l € MO € 19014 |€ 1479 € 16616 € 79 € 1825 € 18998 € 1962 € 20405
Property, Plant and Equipment € 668,274 € 829,546 € 952,563 € 1052821 € 1133726 € 1320030 (€ 1578677 € 1861259 € 1979679 € 2091137 € 2174672 € 2238798 € 2,308,768
Intangie Assts € a6 € WBIH € 404 € SNGI0 € BT € 60052|€ TOTE € G4 € LO6HO € 12230 € L4WSH € 162091 € 1858161
Employee benefits € 45712 € 4599 € 30954 € 51654 € 56490 € 122223|€ 119624 € 120208 € 132560 € 12333 € 121708 € 113139 € 113002
Other liabilites € 549810 € 762,800 € 650,559 € 676,285 € 901,313 € 708,154 | € 739822 € 735227 € 752,160 € 767,335 € 740540 € 747,017 € 748,456
Trade payables € SmeE € B0 € 6954 € 705 € GINT60 € 1213616|€ 1408 € LS00 € LI6TA0 € 19620 € 2059864 € 2119459 € 225,048
Current tox payables € 4B e 4mM € 1333 € %48M € sl € 4I0|e 419 € 48766 ¢ 200 € WS € Sk € 568 € 508%
Goodwill € 582001 € 609891 € 643428 € 656,900 € 669,025 € 632249 | € 642298 € 648780 € 649850 € 648,441 € 644324 € 646,739 € 647,627
Other current asets € a8 € GE € o4 € 126 € WeMe € IL40|c W0M € 1218 € 4129 € 14521 € 1505 € 156264 € 1023
Provisions (Core) € 123577 € 123243 € 17317 € 126,194 € 156,828 € 197,189 | € 233500 € 257,048 € 287,178 € 316225 € 321,449 € 329519 € 349,219
Investments sccounted for using the equity method € Wz € s € BB € WD € WA € BNS|€ M6 € 4695 € B0 € 405 € Q5 € M € M2
Net Working Capital € 3783 € 38549 € 26343 € 4% € 90446 -€ 33633 |-€ 34788 -€ 10985 -€ 26,747 -€ 78086 -€ 154854 -€ 173288 -€ 202287
CARS AND SPARE PARTS - CORE RESULT € G € Geeo% € 1919607 € L409%6l € 1533057 € L700A0I|€ L9%097 € 2390027 € 269321 € 2579 € 3070246 € 3305 € 3572688
Operating Cash € 14221 € 9915 € 7533 € 9472 € 7767 € 5481 [ € 4684 € 4956 € 34% € 3698 € 3912 € 4138 € 4318
Inventories € 39,106 € 29,404 € 27637 € 32435 € 38733 € 18,763 | € 16,034 € 16,963 € 11,661 € 11956 € 12247 € 11894 € 13,482
Trade Receivables € wem e 4@ € WG € W € Wi € 0W6|€  wIB € WAL € L#S € 1S € 4@ € 1524 € 16105
Current ta recevables € T e ue o4 € 3 e o0 € las|e k8 € 148 € 96 € L e o0 € 10 € 118
Propery, Plant and Equipment € @505 € 1065 € 1260 € W57 € 1578 € 156653 € 163171 € 16192 € 10518 € 1S4 € U6SM € W95 € 182616
Intangiole Assts € 7B € WM € IS € 615 € 0GR € SOI6|€ W05 € SIS € 5228 € S8 € SGI0B € AT € 5060
Employee benefis € saw e 8SW €  SmS € 10 € L@ € 915|e 612 € 629 € 497 € 492 €  4TW € 4606 € 4697
Other abilites € Wz e BEW € 10 € 1697 € 1560 € 15047|€ 1462 € 1467 € 15417 € 1515 € 15009 € 1502 € 1507
Trade payables € @3 € 48 € o@8 € 47g0 € 4518 € @NS|€ 2478 ¢ 165 € 19 € 4G € I8l € 18347 € 2079%
Current tax payables. € 42 € 7 2 € 2710 -€ 3612 -€ 1561 [-€ 1327 € 1508 -€ 1046 -€ 892 -€ 710 -€ 416 -€ 397
Goodwill € 65321 € 41339 € 34190 € 34826 € 23938 € 39,923 | € 34843 € 33544 € 33415 € 33133 € 34972 € 33981 € 33,809
Other current assets € 3590 -€ 930 -€ 3716 -€ 2933 € 9447 € 4231 |-€ 3,597 -€ 4,089 -€ 2835 -€ 2418 € 1925 -€ 1128 -€ 1,077
Provisions (Core) € Wsmoe 9@ e T € 820 € 84 € 4I2|e 409 € 421 € 202 € 2097 € 3069 € 2981 € 3am
Investments accounted for sing the eqity method € a5 € 31 € 3466 € 423 € 40 € 460 € S € 606 € 5057 € 522 € 549 €  57% € 6207
Net Working Capital € e e WA € WA € WIB € BB € ldS|€  1BAI ¢ 1385 € 1008 ¢ 10814 € LS € 1200 € 110
ENGINES - CORE RESULT © E000 € @766 € 53797 € S2sl0 € GBele € 712977 [€ 75167 € 75709 € 7700 € Teatsr € Tessws € 7 € 78
ND BRAND
Operating Cash € 25285 € 26912 € 19,500 € 21529 € 2395 € 23007 | € 23936 € 23934 € 24554 € 24934 € 25148 € 25333 € 25,868
Inventories € e € 12602 € WSS € 819 € L0 € L42|e L2 € 1095 € 080 € 1406 € 168 € 1606 € 1807
Trade Receivables € e € Ta2 € S8 € w8 € oL € GLoR|€ 6444 € 6445l € G610 € 6143 € 69 € 68216 € 60088
Current ta recevables € s € 4%l € 148 € 188 € 14 €  S%0|€ 621 € 620 € 632 € 68l €  65% € o3 € 674
Property, Plant and Equipment € g € mes0 € 16 € U € 1348 € 1045 |€ 2070 € 223810 € 29074 € 24141 € 202228 € 20785 € 243067
Intangioe Assets € B9n € 10102 € LB € W € 1M € 158 |e 18755 € 19272 € B € 2539 € 2958 € 2609 € 26539
Employee benefits € 2088 € 2508 € Ul € 2306 € RN € A€ IR € 0L € ALET € 4285 € MM € Msd € 45078
other liabilites € e e wew e o\ € 2498 € 601 €  Wg7|e 275 € 2 € 2388 € 296 € 220 € 230 € 2705
Trade payables € 26150 € 21,346 € 17,845 € 11,967 € 13545 € 17,619 | € 17,233 € 16,960 € 16,767 € 17593 € 18020 € 17,903 € 18,213
Current tax payables € 1702 € 1683 € 181 € 4211 € 5464 € 6,241 [ € 6939 € 6583 € 6905 € 7375 € 775 € 7748 € 7.967
Goodwill € eom € 1220 € 8BS0 € 79160 € T € wW|€ 89509 ¢ 4oL € 8423 € 524 € @3 € @4 € 8568
Other current assets € W3 € 2% € 88 € M8 € W21 € 1608|€ 180 € 168 € 1876 € 19991 € 2013 € 208 € 5%
Provisions (Core) € s e a1 € 3@ € 208 € 239 €  283|€ 280 € 27% € 2024 € 289 € 2928 € 2909 € 2989
Investments accounted for using the equity method € 27719 € 3211 € 3709 € 4550 € 5167 € 4934 | € 5897 € 6388 € 532 € 5561 € 5779 € 6061 € 6,558
Net Working Capital € 84,525 € 89479 € 66973 € 71,238 € 87,694 € 78,763 | € 82330 € 82420 € 84777 € 85890 € 86,530 € 87252 € 89,121
SFONSORSHIP, COMMERCIAL AND BRAND - CORERESULT € 369600 € #0698% € 35638 € 2057 € @739 € @2 | 565 ¢ 5245 € o008 € 678 € owis € o8z ¢ 693n
Operating Cash € 4741 € 5217 € 4198 € 3888 € 5997 € 7.289 € 8202 € 8977 € 93% € 9750 € 10,073 € 10292 € 10477
Inventories € asm e 4m € 28 € 273 € 333 € 40B|e 4547 € 488 € 490 € 505 € 5067 € 50 € 510
Trade Recivables € 0N € WIS € WA € M2 € c0UO € G252 |€ 030 € 700 € 606 € 67 € 8043 € B30 € 8998
Current tax recevables € uom e 1s0 € 145 € w@s € 128 €  1els|€ 197 €  1m5 € 1788 € 190 € 198 € 2006 € 208
Property, Plant and Equipment € 9948 € 18,701 € 20158 € 21607 € 24859 € 28802 | € 33000 € 37362 € 42093 € 47550 € 53859 € 61140 € 69,584
Intangible Assets € 21,260 € 25707 € 29589 € 34387 € 41279 € 47,686 | € 47701 € 41716 € 47733 € 41751 € 47770 € 47791 € 47,814
Employee benefits € saw e 8SW € sms € 10 ¢ 0@ € 1225 |€ 193 € 1379 ¢ 1440 € 1478 € 15167 € 132 ¢ 153
Other liabilites € 552 € 5980 € 6,066 € 8594 € 8971 € 7027 [ € 7321 € 7597 € 7903 € 7765 € 752 € 7623 € 7683
Trade payables € es® e 715 € 39 € 3% € 455 € 60|e 703 € 742 € 750 € 0 € 785 € 183 € 180
Current tox payables € &0 € 610 € 143 € 656 € 4507 €  4s9le 5121 € 5600 € 506 € 6124 € 630 € 652 € 66
Goodwill € AT € 2T € 1905 € 207 € Il € 1907 |€ 181 € 16 € 168 € 1835 € 18299 € 1818 € 1808
Other current asets € sse e T € 704 € 708 € 18 € 12%|e 182 € 15179 ¢ 16009 € 1660 € W20 € uel ¢ 19w
Provisions (Core) € 1454 € 1385 € 645 € 686 € 843 € 1022 (€ 1139 € 123 € 1233 € 1254 € 1270 € 121 1,280
Receivables from financing acivites € G4 € oOMB € 9607 € L1498 € 1399997 € 1402268 | € 1402288 € 1402269 € 1402268 € 1402268 € 1402268 € 1402260 € 1402268
Investments accounted for using the equity method € s e  wse  s0e e e e w|e e 1@ e w0 € w e o € o e 10w
Net Working Capital € 31,146 € 38059 € 33182 € 51851 € 65195 € 67,628 76,125 € 83393 € 87385 € 90,715 € 93767 € 95871 € 97,624
OTHERS - CORE RESULT © 3e72 € 10646z € 1036787 € 1208758 € 153395 € 1555340 | € 1567756 € 1576939 € 1586325 € 159110 € T005808 € 615067 € 16533
Invested Capital: Core Business € 2668916 € 2,897,710 € 3266013 € 3663181 € 4137560 € 4461566 | € 4,838,249 € 5270554 € 5563695 € 5799951 € 6047714 € 6318621 € 6616546
TRUE TRUE TRUE TRUE TRUE
NON-CORE BUSINESS € - € € € € -
Other securities and financial assets € 6,162 € 8704 € 8178 € 11582 € 10447 € 10,447 | € 10447 € 10447 € 10447 € 10447 € 10,447 € 10447 € 10,447
Deferred tax assets € 60,744 € 73683 € 152,221 € 168,757 € 203382 € 131,757 | € 131,757 € 131,757 € 131,757 € 131,757 € 131,757 € 131,757 € 131,757
Current financial assts € 007 € 1409 € 4004 € 13S0 € BL0L €  Rdod|e A% € % € R4 € % € 24U € 24U € R4U
Provisions (Non-Core) € IS4 € 27007 € 26349 € 13701 € 12062 € 23273|€ 23213 € 23213 € 23213 € 2213 € 2213 € 23273 € 23273
Deferted taxlabilies € WUz € BB € UM € I € L6ST € 1B507|€ L6ST € 126507 € 16507 € 1507 € 126807 € 126507 € 126507
Invested Capital - Non-Core Business 784 -15509 60660 84165 162561 € 324478 [€ 324478 € 324,478 € 324478 € 324478 € 324478 € 324478 € 324,478
TRUE TRUE TRUE TRUE TRUE
Financial Assets
Excess Cash € 622,648 709,615 € 1189417 € 1130601 € 1134138 € - € - € - € - € 575994 € 1273443 € 1,983,047 € 2,699,279
Debt for Forecasting Purposes. € 1938509 € 2104528 € 2726885 € 2666531 € 2831772 ¢ 14819 € 0; 13,5 64 € € 6,02
NetDebt € L9167 € 20873 € 272475 € 2600 € 26179 € I006TI0| € 3244323 € 34BA0H € 37328 € ITRI € ATOT0 €  IEBME € 3046234
Other financillailies € um e wm e 2140 € B0 € 10 € B0 765 € W29 € aeH € WoW € WL € BA € B0
% of Financial Services 2% 2% % 66% 29% 29%)| 2% 2% 2% 29% 29% 2% 2%
Invested Capital - Financing Business -€ 1315861 -€ 1394913 -€ 1,537,469 -€ 1535930 -1697633.7 -€ 1481974 € 1,107,032 -€ 713577 -€ 127640 € 542,985 € 1,239,042 € 1947734 € 2,663,260
TRUE TRUE TRUE TRUE TRUE
QuITY
Non-controling inerests € suwre ssme  some o 9o ¢ oswle oem e  oem e  oem € oem e oow e oow ¢ oo
Totar Equty € 135639 € 14720 € 1789204 € 2211416 TR0248T € 3304070 | € 055695 € ABILASS € STE0S € 660TAld € O € BE0&I € 85082
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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 [insert student’s name], a Master in Finance student 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, whorevised
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 ComissA0 bo 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.

Germany: Pursuant to 834c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),
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this entity is not required to register with or otherwise notify the Bundesanstalt fir 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

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.
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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.

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or not) in [insertthe Company’s name]. This Company may have or have had an interest in the
covered company or security”and/ or “A draft of the reports have been shown to the covered company’s officials
(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior
to its publication.”]

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.

39



