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Recommendation: BUY
An Outlook for the Future
Ferrari’s Boom Price Target FY22: 337.20 €
. . ) Price (as of 17-Dec-21) 228.90 €
. Our recommendation is to BUY Ferrari’s stock, according
to our target price of 337€ at the end of 2022. Reuters: RACE.MI, Bloomberg: FERRARI NV
. Ferrari's two main business units present a great S2-week range (€) 154.40-248.00
Market Cap (€m) 41,693.8
opportunity for investors. Firstly, the sale of cars and spare parts Outstanding Shares (m) 193.9

will be the main source of growth due to the introduction of SUVs
(a key market trend), and the positive trends in the growth of its
target customer base. Secondly, Sponsorship, commercial and
brand will provide a stable growth. This segment has been
positively affected by the acquisition of Formula 1 by Liberty

Media, which has been following a strategic path with the intent to

Source: Bloomberg

Ferrari vs MSCI

increase viewership and penetrate key markets. @ﬁ’ @\“ @j’ N & S\%&”
. Ferrari is known for its prohibitive price tags, low volume MSCI Ferrari
production strategy and exclusivity. Due to the previous factors, it
. . . . . . Source: Bloomberg
is mainly compared to luxury companies, notorious for their high
multiples. However, even when using these companies as peers (Values in € millions) 2020  2021E  2022F
¢ . ) o ¢ Revenues 3375 3,864 4,188
or the relative valuation, the value it is still lower than the one from Cars and Spare Parts (Rev)  2.835 3049 3278
the intrinsic valuation. This represents a risk and should be taken Gross Margin 50% 50% 50%
. . . . . EBIT 717 882 1,001
in consideration when investing. _
EBIT Margin 21% 23% 24%
EPS 3.22 4.02 4.50
DPS 1.10 1.06 1.19
PIE 7864 5697  74.16

Source: Analysts estimates
Company description

Ferrari is one of the world’s leading luxury brand for designing,
developing, manufacturing and selling cars. As of the end of 2020,
it was present in over 60 markets worldwide through a network of
168 authorized dealers operating in 188 points of sale. Moreover,
the brand is highly linked to racing — the F1 World Championship is
a crucial segment and source of revenue, bringing prestige and
appeal to the brand.

THIS REPORT WAS PREPARED EXCLUSIVELY FOR ACADEMIC PURPOSES BY MATILDE TINOcO AND NUNO SoUSA, MASTER IN FINANCE
AND MANAGEMENT STUDENTS OF THE NOVA SCHOOL OF BUSINESS AND ECONOMICS. THE REPORT WAS SUPERVISED BY A NOVA
SBE FACULTY MEMBER, ACTING IN A MERE ACADEMIC CAPACITY, WHO REVIEWED THE VALUATION METHODOLOGY AND THE FINANCIAL
MODEL.

(PLEASE REFER TO THE DISCLOSURES AND DISCLAIMERS AT END OF THE DOCUMENT)

Page 1/26



FERRARI

Table of Contents

OVERVIEW

COMPANY REPORT N _VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Business Units
Ownership Structure
Comparable

FINANCIAL ANALYSIS

Liquidity
Profitability
Capital Structure

MARKET OVERVIEW

Macroeconomic outlook and sector evolution
Ultra-High Net Worth Individuals

Luxury Goods Industry

Covid-19 and Global Chip Shortage

Electric Transition

Formula 1

Luxury Car Industry

KEY DRIVERS

11

Ultra-High Net Worth Individuals
Formula 1 Acquisition by Liberty Media
Engines

SUV

Ferrari Roma

INTRINSIC VALUATION

15

Weighted Average Cost of Capital
Forecasts
Sensitivity Analysis

RELATIVE VALUATION

19

FINAL RECOMMENDATION

19

PAGE 2/26



FERRARI

Figure 1: Ferrari’s Original Factory
(Maranello)
Source: Ferrari

Revenues by Market
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Figure 2: Ferrari’s Revenues by
Market (2015-2020)
Source: Ferrari, Own Calculations
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Figure 3: Ferrari’s Revenues by
Business Unit (2018-2020)
Source: Ferrari, Own Calculations
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Overview

Ferrari was officially founded in 1947, when the first racing car was released from
the iconic Maranello factory. Its origin is intrinsically linked to its founder, Enzo
Ferrari, one of the most prestigious race car drivers and entrepreneurs in history.
Nowadays, Ferrari is one of the world’s leading luxury brand for designing,

developing, manufacturing and selling state-of-the-art cars.

The company still maintains its factory in Maranello, Italy. The whole assembly
process, from casting the engine components to the installation of the interior and
final testing, takes on average, three months. Ferrari sells its cars in over 60
markets worldwide, through a network of 168 authorized dealers operating in 188
points of sale as of the end of 2020. Whilst broadening | product portfolio, Ferrari
continues to pursue a low volume production strategy in order to maintain a

reputation of exclusivity.

Ferrari operates in multiple locations worldwide, grouped in four areas — EMEA,;
Americas; Mainland China, Hong Kong and Taiwan; and Rest of APAC.
Currently, the main regions are EMEA, in particular Germany and the UK, and
the Americas, accounting for % of the car shipments. The EMEA region, together
with the Rest of APAC, have been compensating a downward trend in the

Americas and Mainland China, Hong Kong and Taiwan.

Since 2015, Ferrari has been listed in the New York Stock Exchange and since in
2016 in the Milan Stock Exchange.

Business Units

The company can be analyzed considering four lines of business — sales of cars

and spare parts; engines; sponsorship, commercial and brand; others.

Although Ferrari is, at its core, highly connected to racing, most of its revenues
come from the sales of cars and spare parts — more than 70% — which are mainly
generated from car shipments, personalization programs, as well as sales of
spare parts. This segment was the least affected by COVID-19, as the average
revenue per car increased (around 6.5% per year). In recent years, the company
has widened its product portfolio to target a larger customer base. However,
Ferrari still pursues a low volume production strategy, in order to maintain a
reputation for exclusivity and scarcity among purchasers. With waiting times of up
to two years for the delivery of a car, the company tries to maintain supply below

demand.
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The Engines segment generated 4% of Ferrari’'s revenue in 2020. It mainly
includes proceeds from the sale of engines to Maserati and rental to other
Formula 1 racing teams. Ferrari has been manufacturing engines for Maserati
since 2003. However, this agreement will come to an end in 2022, which will
affect not only this business unit, but also sales of cars and spare parts due to

the increase in production capacity.

The Formula 1 racing team is an essential part of Ferrari’s brand image, the main
channel for marketing activities and an important source of technological
innovation. It allows Ferrari to promote and market its brand without resorting to
traditional advertising activities, therefore preserving the aura of exclusivity. The
second business line for revenue generation is identified by Sponsorship,
Commercial & Brand accounting for 11% of revenues. It includes proceeds
earned by the Formula 1 racing team through sponsorship agreements and the
company share of the Formula 1 World Championship commercial revenues, as
well as those generated through its brand, including merchandising, licensing and

royalty income.

The others segment relates to financial services activities, management of the

Mugello racetrack and other sports-related activities.
Shareholder - As of February 15, 2021

Ownership Structure

As of December 16, 2021, Ferrari has 109,09M issued shares. Due to its loyalty

voting program, a relatively large proportion of voting powers are concentrated in

‘. a relatively small number of shareholders. As seen in Exhibit 4, its larger

shareholder is Exor N.V. with 24% of outstanding common shares (36% voting

Exor N.V.(2)(6) rights), followed by Piero Ferrari (Enzo Ferrari only living son) with 10% (15%

Mr. Piero Ferrari(2)(6) voting rights). Moreover, T Rowe Price Group Inc, BlackRock Inc and Baillie

= T. Rowe Price Associates, Inc.(3) .
- BlackRock, Inc.(4) Gifford & Co are among the top shareholders.

- Other public shareholders On December 21, 2015, Exor and Piero Ferrari, signed an agreement with the

Figure 4: Ferrari’s Shareholder | of exercisin mmon view on th n f an neral meeting, an
Structure (as of February 15, 2021) goal of exercising a common view on the agenda of any general meeting, and
Source: Ferrari with certain obligations in case of transfers to third parties.

Comparables

Ferrari has a unique position when compared to its peers, leaving the question
whether it should be evaluated as a luxury company or a car company. As
previously mentioned, the low volume strategy, prohibitive price tags and

distinctive business units, separate Ferrari from other auto companies. This point
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FERRARI
RIC Ranking
AML.L 16
BMWG.DE 12
VOWG_p.DE 10
g DAIGN.DE 8
< | FN 15
RENA.PA 14
HOG 7
PSHG_p.DE 17
1913.HK 1
SFER.MI 9
HRMS.PA 2
> | BCUMI 13
% BRBY.L 4
= | cFrRs 1
PRTP.PA 6
LVMH.PA 3
MONC.MI 5

Figure 5: Ranking of Ferrari’s Peers
(by weighted standard deviation —
gross margin and revenue growth)
Source: Reuters, Own Calculations

of view is both shared by Ferrari's management and the majority of investors,
which insist it should be looked at as a luxury business (“it would occupy a space
in the luxury goods sector, which shares its name with Ferrari and maintains the
same level of attachment to exclusivity” — Fiat Chrysler CEO Sergio Marchionne;

“Ferrari deserves a luxury goods company valuation”, “Calling this an automotive

company is like calling Tiffany a glass company” — Richard Hilgert).

However, due to this ambiguity, a set of 17 companies was analyzed to
understand which had a closer behavior to Ferrari in terms of revenue growth
(2019-2020) and gross margin. As seen in Exhibit 5, and in accordance with the
initial hypothesis, luxury companies have a lower weighted deviation to Ferrari’s
values. Hence, Hermes International SCA, Burberry Group PLC, Compagnie
Financiere Richemont SA, Kering SA, LVMH Moet Hennessy Louis Vuitton SE

and Moncler SpA were chosen as peers.

Financial Analysis
Liquidity

Overall, Ferrari’s ability to cover its short-term obligations has been positive in the
time frame analysis performed. When compared to 2017, both current assets and
current liabilities have been growing. The current ratio shows positive signs to
deal with short-term obligations. Moreover, it is visible that the quick ratio
supports this argument. Since 2017, the ability of Ferrari to meet its short-term
obligations only using cash flow available or assets likely to be converted in cash

quickly is above 1 (2020: 1.19). Overall, Ferrari is not dependent of being able to

execute its current assets to fulfill its obligations. Hence, it has low executional

risk.

Ferrari (Thousands) 2020 2019 2018 2017
Current Assets € 3075883 € 2641201 € 2477326 € 2081077
Current Liabilities € 2202 765 € 1810210 € 1943372 € 1441308
Current Ratio 1,40 1,46 1,27 1,44
Current Assets € 3075883 € 2641201 € 2477326 € 2081077
Inventories € 460617 € 420051 € 391064 € 393765
Current Liabilities € 2202 765 € 1810210 € 1943372 € 1441308
Quick Ratio 1,19 1,23 1,07 1,17,
Cash & Equivalents € 1362406 € 897946 € 793664 € 647706
Current Liabilities € 2202 765 € 1810210 € 1943372

Cash Ratio 0,62 0,50 0,41 (W 2020)

Net Working Capital € 873118 € 830991 € 533954

Ferrari has also increased significantly the amount of Cash & Equivalents in their

balance sheet. Although it cannot cover all its short-term obligations it still can
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off-set 62% in 2020. From a pure risk analysis perspective, the ratios show no

executional risk.

Net Working Capital shows the positive amount needed to run the operations
daily which is ultimately used in the cash conversion cycle. However, the fact that
these ratios are above one might also represent that some investment

opportunities are not being taken.

Profitability

Profitability - Growth Margin

50%
40%

30% \\f Earnings Before Taxes (EBT) in 2019 and 2020, Covid-19 affected the

Ferrari’s profit has been growing from 2015 until 2019. As seen, primarily in the

20% EBIT L .
companies’ earnings.

10% EBT
12; 2016 2017 2018 ;X\ZOZO Neteroft Ferrari had outstanding profitability indicators (around 30%) from 2015 to 2017.
20% \ In 2018, there was a stagnation of the growth rates to a more stable number, with
-30% exception of the net profit, which grew even more rapidly. This is explained by the
Figure 7: Profitability Analysis — application of the Patent Box tax regimes, whose benefits were recorded within
Growth Margins
Source: Ferrari, Own Calculations taxes relating to prior periods (2015-2017) in 2018 and amounted to 141 million
euros.

Capital Structure

Looking at the Gearing Ratio, it is visible that it has been decreasing since 2017
(from 62.93% to 46.22% in 2020). Its mains driver is the growth of Invested
Capital, which had a CAGR of 11.99% from 2017 to 2019. From the numerator
side, Net Debt also contributed for this change, as it increased from 2017 to

2020; however, this happened at a slower rate.

Looking at the Debt-to-Equity Ratio, the increase of Net Debt was offset by the
increase of the Equity value, which grew 129% from 2017 to 2020. Overall,
Ferrari was able to restructure their capital structure having more equity than
debt since 2018.

Debt to EBITDA has been growing, with fluctuation in the EBITDA value (2020:
716,127 thousand EUR). This gives us the ability to investigate the level of debt
that Ferrari has with their operational activity. Debt to EBITDA reached 2020
being 214.7% whereas in 2017 was at 171,6%. Once again, this was mainly due
to the increase of Net Debt. Overall, Ferrari would need more time to pay its

obligations considering only their operational activity.
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Looking at the Accounting ratios, it is clear that the Solvency ratio increased
substantially when compared to 2017. In 2017, the ratio was 23,4% and it
reached 40% in 2020. This increase reflects the ability of Ferrari to meet its
obligations using capital invested or generated by the firm. Nevertheless, there is
still some space for improvement, but the pattern in our timeframe shows a
positive trend for Ferrari to face their liabilities. Financial Autonomy ratio has also
been increasing reaching 28,6% in 2020, which shows that the independence of
Ferrari towards its creditors has been increasing. The autonomy level has
improved and makes Ferrari more capable of dealing with downturns, especially

if they will need to access more credit.

Analyzing the company’s debt structure, which is discriminated in the annual
report, the biggest fraction of Debt is composed by Bonds and notes being 67.3%
in 2020 (increased from 56,7%, 2019). The second biggest portion is composed
by Asset-backed financing (Securitizations). However, there was a decrease in
this portion when compared to 2019 (2020: 27.9%, 2019: 37.7%). Moreover, in
2020, the composition of Debt is made of 33% short term debt (due in 1 year),
56% Debt between 1 year and 5 years and finally 12% made beyond 5 years.
Comparing it with 2019, short term Debt increased (2019: 20%) and Debt
between 1 year and 5 years decreased (2019: 65%).

Cost Structure and Accounting Ratios 2018 2019 2020
GEARING RATIO
Net Debt (Invested Capital - Equity) € 1315861 € 1394913 € 1537 469
Invested Capital € 2669700 € 2882201 € 3326673
Gearing Ratio 49,3% 48,4% 46,2%|
D/E
Net Debt € 1315861 € 1394913 € 1537 469
Equity € 1348722 € 1481290 € 1785186
D/E 0,98 0,94 0,86
DEBT TO EBITDA
Net Debt € 1315861 € 1394913 € 1537 469
EBITDA € 826507 € 917 446 € 716 127
Debt to EBITDA 1,59 1,52 2,15
SOLVENCY
Equity € 1348722 € 1481290 € 1785186
Liabilities € 3497894 € 3959084 € 4472843
Solvency 0,39 0,37 0,40
FINANCIAL AUTONOMY Figure 8: Cost Structure and
Equity € 1348722 € 1481290 € 1785186 ACCOU"ﬁng Ratios
Assets € 4851733 € 5446372 € 6262 047 S - Fe i Own Calculations
Financial Autonomy 0,28 0,27 0,29 ource: rerrari,

Market Overview

Macroeconomic outlook and sector evolution

Any analysis of the Macro environment of a company must begin with an analysis
of the size of its potential customers. For Ferrari, we don’t think it makes sense to
analyze the growth in population of the markets where it operates, or even the

forecasted growth in salaries and purchasing power. Ferraris are extremely
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expensive, with an average sales price of €320.000 and so we believe it makes
sense to focus our analysis on Ultra-high net worth individuals. These are the
segment who have the money to buy Ferraris, and so it's worth it to look at how

their numbers are likely to evolve.

Number of Ultra-High Net Worth Individuals Ultra'ngh Net Worth Ind|V|dua|S

UHNW individuals are those whose investable assets are over $30million

Asia is expected to host 25% of UHNWI by 2025, up from 17% in 2015, and
China is expected to see a growth of 246% until 2025 in the number of these

individuals.

Additionally, there has been a 33% increase between 2015 and 2020 and
Figure 9: Number of Ultra-High Net

Wirth Individuals (2015-2025) according to The Wealth Report this number is expected to increase to 663.483

Source:
ource: The Wealh Report in 2025, representing a 27% increase from 2020

Luxury goods Industry

Value of the personal luxury goods market worldwide from 1996 to 2020
(in billion euros)

= A Ferrari is in some sense a status symbol more than it is a car, and so, we

believe it also makes sense to look at the outlook for the more broader luxury

goods industry, and not just the luxury market vehicle, as this can also be an

indicator of broader trends in the market, seeing as their target demographics are

e e———

] 11 ¢
139

]

similar.

The industry has seen extremely robust growth and is forecasted to grow at an

average annual rate of 6% for the period between 2021-2025. This is in line with

Figure 10: Value of the personal our predictions for the growth of Ultra-High net worth individuals, which will also
luxury goods market (1996-2020)
Source: Statista grow at approximately the same rate in this period.

Covid-19 and Global Chip Shortage

Starting in late 2020, after the onset of covid-19, the world’s global chip
manufacturing capacity began to outpace the demand. This resulted from the
convergence of a few factors; The Us-China trade war, the Taiwan drought, and

the Renesas Electronics Corporation fire, but the main one was the pandemic.

Though they might sometimes go unnoticed, chips have become ubiquitous in all
sorts of products in our day to day lives, one of which is Cars. As it turns out,
Cars have at least two dozen chips, which help in controlling systems such as

infotainment screens, fuel management, cruise control etc.
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As a result of the chip shortage, the latest forecasts expect a cut of $210 billion in
revenue in 2021, up from forecasts of $60billion in May. This represents 7.7
million units of production, which account for roughly 10% of the global car
production annually.

These losses in sales, however, are not evenly distributed among manufacturers,
and more importantly, among segments. This impact is expected to hit cars in the

lower segments, while sparing or even boosting those in higher segments.

Both Mercedes and BMW have been able to boost profits in their luxury
segments, by increasing revenue by car, while lowering volume of sales. The
companies have realized that pursuing volume in this segment is not a cost-
effective strategy and keeping supply slightly below demand allows them to
charge more by car, this compensating for the loss in volume.

The global chip shortage is predicted to last until the end of 2022, but predictions
for the resolution of the issues have suffered delay after delay, and some such as
Intel CEO Pat Gelsinger warn the supply issues will not be resolved before 2023.
IBM CEO Arvind Krishna predicts a possible end only in 2024. The effects of this
on Ferrari are not clear. On the one hand, the luxury market seems to be the only
one thriving in the auto industry under these conditions. On the other, this switch
from other brands to focus more on their more premium segments could lead to

Ferrari facing more competition in this segment.

Electric transition

Ferrari is set to launch its first BEV in 2025, but the company is afraid that the
ICE ban set to happen by 2035 could harm its sales.

Italy’s government is seeking to grant exemption to supercar makers, including

Ferrari and Lamborghini.

However, it's unclear whether the switch to electric would harm Ferrari. Porsche
introduced its first electric model, the Taycan in 2019 and its sales in the first
three quarters of 2021 surpassed the 911, which had traditionally been their
flagship model.

Rolls Royce and Bentley have both announced they will switch to an all-electric
offering by 2030. Jaguar takes it even further, promising to go all-electric by
2025.

Still, electric motors are much more alike one another than petroleum powered
ones, so it is possible that the luxury car segment will lose out in the future,

especially if brands are unable to position themselves appropriately. Electric cars
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are known achieving quicker speeds at lower price points when compared to

traditional Internal combustion engine vehicles

This could especially be a problem for brands like Lamborghini and Ferrari, as
their luxury status comes more from the sportiness and speed of these vehicles,
whereas the luxury status of Bentley and Rolls Royce comes from the luxury of
their interiors and comfort for passengers and drivers. Hence the actions from the
Italian government, which also helps to explain why the Italian government is
alarmed. However, the results from Porsche’s Taycan seem to point in the

opposite direction of this pessimism.

Formula 1

Enzo Ferrari is famously quoted as saying that the company only sells “regular”
cars, in order to be able to afford to go racing. Regardless, from a business
perspective, the majority of Ferrari’'s revenue comes from its business selling
“regular” cars, and thus it makes sense to look at how the racing side of the
business affects the rest of it. From this perspective, Formula 1 has long
represented a major component of Ferrari’'s marketing strategy. Scuderia Ferrari
is by far the most recognizable of the brands that compete in the sport, and also

the first contact of many with the Ferrari brand.

F1 represents a significant portion of Ferrari’s revenues, in 2019 it accounted for
almost 15% of revenues, although this decreased slightly in 2020, due to the
pandemic’s effects on the sport, which saw the number of races reduced from 21
to 17, and no spectators allowed in almost any races, which meant a 27%

Global luxury car market size from 2010 to 2020

(i bilon euros) decrease in revenue.

= 3

In 2021, there are an historic 22 races, and spectators were allowed again in
most of the races. Furthermore, the number of races for 2022 will increase to 23,

and this number is not expected to go down for the near future.

Luxury Car Industry

Figure 11: Global Luxury Car Market . . . .
(2010-2020) Ferrari belongs to the auto industry, but in order to make a more meaningful

Source: Statista

analysis able to draw more conclusions, we believe it makes more sense to
analyze the luxury car industry, as the fate of the premium segment doesn’t

necessarily correlate with the rest of the industry.

The industry has been growing quite fast since 2010, roughly doubling in size
since 2010.
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Market share of Luxury Cars by revenue in 2019 Market share of Luxury Cars by unit sales in 2019

- - The differences between markets are interesting, since luxury vehicles still
represent a small number of sales in Asia. Asia is the geographical area with the
highest expected increase in amount of Ultra-high net worth individuals. China
alone will see a growth of 246% in the numbers of these individuals, and Asia will
host 25% of them by 2025.

Ferrari’s unit sales in 2019 grew by 13.1% globally, but in China they grew by
20.3%. The market seems to represent a unique opportunity for growth,
considering the sheer size of it, and the fact that sales still represent a negligible

Figure 12: Luxury Cars Market

Share — by revenue and unit, 2019 portion of the country’s car industry.
Source: Statista

Asia has been a particularly hot spot of growth for Ferrari and we expect it to
remain so in the future. However, unlike with most car companies, and even most
other companies in general we don’t believe it makes sense to analyze future

growth in any one market in particular.

The growth of sales in China can be explained by the growth in UHNWI that this
country has experienced. Similarly, the fact that Ferrari sells very few cars in
Africa does not in itself represent a great opportunity, seeing as the continent is
not expected to host a significant share of the world’s richest any time in the near
future. Therefore, we believe that the approach that makes the most sense is to
analyze the growth of the number of UHNWI, and not to do a deep dive into each

country’s particular dynamics.

Key Drivers

Ultra-High Net Worth Individuals

The correlation in the past between the growth of these individuals and luxury car

sales has been very high.

From 2015 to 2019 the number of UHNWI worldwide grew from 392.038 to
509.252, an increase of 30%. In the same period, the revenue of luxury car sales

worldwide went from €405 billion to €550 billion, an increase of 35%.

The revenue in luxury car sales very slightly outpaced the growth of UHNWI,
however, considering the exceptional increase from 2018 to 2019 in luxury car
sales, and the subsequent slump in sales in 2020, we believe it makes sense to
forecast the growth of luxury car sales along with the projection for the growth in

number of UHNWI, seeing how tightly they have correlated in the past.
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Formula 1 acquisition by Liberty Media

In 2017 Liberty Media acquired a controlling share in Formula 1 and has since
then followed a strategic path with the intent to increase viewership and

o e + » o = %W m e penetrate key markets.

o
w

o = As part of this strategy, F1 started to bet on social media, which was neglected

’a:gg:s; ;:;ngkg,}eﬁ;géflrsgg;ram by its previous owners. This has been an amazing success, and the company

ZZZrZZ?IEglr)niulalcom saw a great deal of growth in this area. In 2020 F1 was by far the sport with the
largest increase in engagement on social media, doubling their numbers YoY.

vl o erest i Formte O i e Ut st o ot e 2021 oy NS @I OF this policy to engage younger audiences Liberty Media has partnered

with Netflix to produce a series documenting each championship since 2018.

. : This has arguably been the root cause of F1s success in the last few years, with

multiple articles being written about how it has helped extend the reach of F1.

The Netflix series has reached an estimated 50 million viewers and is a large part

Figure 14: Level of Interest in F1 in of the reason for the increased reach F1 is experiencing.

the US, by age (September 2021)

Source: Statista Reaching younger audiences was not the only goal set by Liberty Media,

however. Their plans also included penetrating new markets, in particular the US.

The US is seen as being a huge untapped market for Formula 1, because the
level of interest there is well below most western countries, and the country has a

population of 330 million.

ESPN reported the sport’s viewership had grown from around 547,000 people in

)4 2018, when the Netflix show launched, to almost 1 million in 2021. It is expected

Vs

that Formula 1 will continue to grow in the country for the foreseeable future.

A e
s A A\ N

S

Since the beginning of 2017, after the acquisition by Liberty Media, F1's stock
Figure 15: Liberty Media stock price price has grown by almost 80%, further confirming the positive outlook the

Source: Google
market predicts for F1.

Increase in f1 success doesn’t necessarily translate into higher revenues for
Ferrari, in the case where the company falters in their car development, and
consequently becomes less relevant as their team’s performance worsens. Not
only due to decreases in sponsorship, but it would also make it less likely that
they would be able to sell their engines to other F1 teams, which is also a portion

of their revenue.

However, all else being equal, we expect that an increase in the success of

Formula 1 can translate into an increase in profits for Ferrari.

Additionally, in 2021 Formula 1 introduced a cost cap measure, which was aimed
at reducing the difference in spending between the teams. The spending on the

development of the car for 2021 was capped at €145 million. For the 2022 car the
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cap will go down to €135 million and is expected to stay there for the foreseeable
future. The impact that this will have on Ferrari’'s R&D is not very clear, however,
for a couple of reasons: Firstly, Ferrari doesn’t split it's R&D expenses between
Formula 1 and road cars. Secondly, the way that the cost cap will be introduced
carries with it many exceptions regarding what counts as costs, for example
salaries of engineers executives and drivers. The estimates for Ferrari's R&D
spending on F1 vary all the way from €400 million to €600million. The problem
here is determining what counts for the cost cap. As such, we decided to
conservatively determine a reduction of €40million and €50million for 2021 and

2022 respectively.

Engines

Engine sales represent a small proportion of Ferrari’s core sales, but still account
for between 9% and 5% of the company’s sales depending on the year. This
segment can be divided in two different parts: The first and most important is the
sale of engines to Maserati, representing around 70% of sales, and the second
part are the engine rentals to other F1 teams, Alfa Romeo and Haas.

Starting from 2023 Ferrari will no longer sell engines to Maserati, which will
represent a significant decrease in the sales in this segment, whereas the other
component is likely to experience a slight increase. Ferrari’'s engine revenues are
mostly dependent on the number of teams that rent their engines and in the
number of races that happen per year. As for the teams, they are likely to remain
the same for the foreseeable future, however the number of races was a
historical record 22 this year and is set to increase to 23 next year and remain
there for the foreseeable future, thus increasing slightly revenues, but not nearly

enough to compensate for the losses from losing Maserati as a customer.

SuUV

Ferrari is set to deliver an SUV in 2023, called Purosangue, this is something that
had long been feared would compromise the brand’s Image, but many recent
examples have shown this not to be so, at least in terms of sales. Porsche

— introduced its first SUV in 2003, the Cayenne, and at the time there were similar

worries that this would dilute the company’s brand.

In Porsche’s case, the sales of SUVs have been said by many to have saved the
SUVs @ Cars
. company. They now represent more than half of the company’s sales at 67%,

SOURCE Porsche; GRAPHIC George Petras/USA TODAY

Figure 16: SUV Sales US (Porsche) where the sales for the rest of the cars have remained relatively stable, only

Source: Porsche
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growing 17% since 2010, whereas SUV sales have grown 400% in the same

period.

Two other examples of luxury sport car brands that have introduced SUVs in
recent years are Lamborghini and Aston Martin. The results have been extremely

positive to say the least.

Lamborghini which is more comparable to Ferrari in terms of branding and in
terms of the prices of their cars than Porsche, have also introduced an SUV
recently, starting sales of the model in late 2018. The car represents already
more than half the sales of the company. This year through September, it
accounted for 59% of Sales. That is an astounding number, after only 3 years in

the market.

Aston Martin too has seen tremendous success with the introduction of its SUV in
July 2020. Between January and June of 2021 Aston Martin saw an increase in
sales of more than 124%, led by its SUV model, which account for more than half

of sales. They are planning on introducing further SUV models.

Based on these examples from the industry, we can predict that the introduction
of an SUV will have a significant impact on Ferrari’s sales. We conservatively
estimate that the new model will lead to an increase of 10% in sales in 2023,
20% in 2024, and thereafter increasing 5% per year until reaching the value of
35% in 2027. These values are low compared to the examples we have seen

from Lamborghini, Aston Martin, and Porsche.

Ferrari Roma

The SUV which is expected to be revealed in 2022 is not the first departure from
the brand from its traditional market. Already in 2020 Ferrari has made strides in
this direction, with the introduction of the Ferrari Roma. For years the company
guided its decisions according to what they believed was a continuation of the
spirit of its founder, Enzo Ferrari. To him, it was unthinkable to have the company

produce a four-door car.

At a starting price of $218.670 the Roma is the most affordable Ferrari yet
produced, compared to an average selling price of $360.000 in 2020. The
company expects that for 70% of the owners of the Roma this will be their first
Ferrari. The company has said they are targeting Porsche 911 and Aston Martin
customers, although the car is substantially more expensive than the 911, which
starts at $100.000 in the U.S.
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COST OF EQUITY

Beta Unlevered (median) 0,66
Tax Rate 20,40%
Net Debt/Equity 52%
Beta Debt -11,14%

Beta Relevered 0,98

Cost of Equity 6,75%

Figure 17: Cost of Equity
Source: Own Calculations

COST OF DEBT

Ferrari
ISIN XS2180509999
Coupon 1,50%
Maturity 27/05/2025
Today 16/12/2021
Days 1258
Years To Maturity 3,446575342
Current Price 103,56
Payment Period 1
YT™M 0,004555396

Credit Rating (S&P Global) A
Probability of Default 1,92%
Loss Given Default 55,90%

Cost of Debt 0,002115257
Implied Beta Debt -11,14%

Figure 18: Cost of Debt
Source: Own Calculations
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Thus, we estimate that the Ferrari Roma will also have an outsized impact on
Ferrari, much like the SUV model, and we believe it makes sense to look at it
separately from other models. The model will bring in new customers which
would have otherwise not considered a Ferrari. We estimate an increase of 5% in

sales with the introduction of the Roma.

Intrinsic Valuation

The research developed showed a price per share of 337.20€ by 2022. In order
to reach this number, a Discounted Cash Flow analysis was performed, which
required the estimation and forecast of the financial statements. As Ferrari
operates in different industries, the forecasts had to be done segmenting the

company according to business units.

Weighted Average Cost of Capital

The cost of equity was calculated using the CAPM. It accounted for Italy 10-Year
Government Bonds (risk-free rate) and a Market Risk Premium of 6% (Source:

IESE, Social Science Research Network, Italy, June 2021).

Ferrari’'s beta was calculated by doing a regression between the market risk
premium (MSCI world) and Ferrari risk premium return (deducted 10 years bonds
US). It accounted for 260 data points of weekly data from January 2016 and
December 2020. The regression resulted on a raw beta of 0,71 with a standard
error of 0,09. As it is lower than one, it is less sensitive to market changes, being

less volatile.

To improve the beta estimation by decreasing the effect of idiosyncratic shocks,
weekly data from the same period was regressed against the market portfolio for
the segment peers. A cross-check beta resulted from the median of the 7
unlevered betas (Ferrari and its peers), relevered for Ferrari’'s target capital

structure. This yielded a beta of 0.98 and a cost of equity of 6.75%.

The cost of debt (0.21%) was calculated using Ferrari’s corporate bonds (ISIN:
XS2180509999), its S&P rating (A-) and Moody’s Annual Default Study, based

on the average of the bond approach.

Based on the computed parameters, the weighted average cost of capital
(WACC) is 4.48%.
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Forecasts

Following the key drivers’ analysis, we reached the conclusion that Ferrari’s
future as a company will be affected by the growth of their legacy line-up of
vehicles; the introduction of two new models which depart substantially from their
classic offerings; the cost cutting measures introduced in formula 1 and the

departure of Maserati as a client.

In order to determine the evolution of Ferrari’s classic line-up of vehicles we first
looked at their market share which has hovered between 0.51% in 2015 and
0.56% in 2020 and forecasted that this would remain at 0.56% until 2030. More
key for the valuation was the determination of the evolution of the market size.

We believe that the target market for Ferrari consists in the population of Ultra
High Net worth Individuals, those with investable assets above €30 million. The
data corroborates this as the growth in the number of these individuals between
2015 and 2019 (30%) closely tracked the growth in revenue from the sale of
luxury cars (35%). As such, we calculated the growth in the sales of their classic
line-up at an increase of 4.93% per year until 2030, which is consistent with the
estimates for the increase in UHNWI for the period of 2020-2025, after which we
couldn’t find any estimates, and therefore assumed a continuation of this level of
growth until 2030. Thus, we estimate their legacy line-up will increase its’ sales
from €2.9 billion in 2019 to €6.4 billion in 2030.

We estimate that the Ferrari Roma will lead to an increase in sales of 2.5% this
year and 5% from 2022 to 2030, whereas the introduction of the SUV segment
will lead to an increase of 10% in 2023, 20% in 2024, and thereafter an increase

of 5% each year until reaching 35% in 2027, where it will remain until 2030.

Ferrari will stop selling engines to Ferrari in 2023, and this will represent a
disappearance of around €200 million in revenue per year. Revenue sales to
other Formula 1 teams will increase slightly, mostly due to the projected increase
in the number of races. Revenues from Formula 1 will also increase slightly, from
€538 million in 2019 to €805 million in 2030, in part due to an increase in the
number of races. Additionally, we also estimate that Ferrari saved €40 million in
R&D costs in 2021 and €50 million in 2022 and thereafter until 2030 due to the

introduction of the cost cap.

The cost of sales has hovered between 58% and 52% since 2015 and therefore

we estimate that it will remain stable at 50% until 2030.
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Sensitivity Analysis

In order to make a more grounded buy/sell recommendation we decided to
perform a few different sensitivity analyses on the most impactful forecasts and
assumptions, in order to better protect investors from possible downturns or

failures in our own assumptions.

Firstly, we created a data table crossing terminal growth rate (g) and Weighted
average cost of capital. Here it would take a change in 1% in the WACC value in
order to change our recommendation from a buy to a hold, or a reduction of 1%

in terminal growth rate to change the recommendation from buy to hold. In only 3

out of the 25 scenarios would a sell recommendation be warranted.

1,50% 2,00% 2,50% 3,00% 3,50%
3,50%|  €313,20 €432,71]  €671,75] €1388,85] #DIV/0!

4,00%|  €261,9 €33053]  €444,83|  €673,45) €135931
447%| _ €224,18 €269,01 [0 €336,61|  €450,19|  €680,85
5,00%|  €191,69 €221,58|  €26342|  €326,19]  €430,80
5,50%|  €168,07 €18952|  €21811] €258,15]  €318,21

Figure 19: Sensitivity Analysis
Source: Own Calculations

Besides this we also looked at 3 of our most impactful forecasts to see how they

would affect the company if they didn’t meet or exceeded our expectations.

Firstly, we looked at the impact from the growth of UHNWI in our forecasted
price, seeing as how the growth in the number of these individuals has a large
impact on the sales of legacy cars and, which represent the largest source of
revenues for Ferrari. Our expected value for the growth of these individuals is
4.93% per year, our low growth scenario puts their growth at 2.5% and the
highest estimate at 7.5%. From this analysis we were able to confirm the
soundness of our buy recommendation as the worst-case scenario (€276 per
share] is still well above the current price of the company on the market (€228
per share).

Sensitivity to growth of UHNWI
Low growth of UHNWI | Expected growth of UHNWI | High growth of UHNWI
Share Value €276,75 [ €337,20 [ €411,26

Figure 20: Sensitivity Analysis
Source: Own Calculations

Our second analysis consisted in applying a multiple to our SUV projections
whereby, we applied a 50% reduction in our low growth scenario and a 50%
increase in our high growth scenario, which would put Ferrari's SUV sales closer
to the numbers achieved by Porsche, Lamborghini and Aston Martin. From this
analysis we were able to confirm the soundness of our buy recommendation as
the low growth scenario (€292 per share) still represents a 28% upside potential.

We consider the high estimate to be particularly important in this scenario, as we
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believe that our estimates for the introduction of the SUV to be quite conservative
seeing the success that Porsche, Lamborghini and Aston Martin had with the

introduction of their SUVs.

Sensitivity to success of SUV introduction
Low growth of SUV sales |Expected growth of SUV salesl High growth of SUV sales
Share Value €292,96 [ €337,20 [ €381,39

Figure 21: Sensitivity Analysis

Source: Own Calculations
Our third analysis consisted in looking at how a change in the percentage
represented by cost of sales would affect Ferrari. Ferrari’'s cost of sales has
wobbled between 48% and 52% since 2015, but for this analysis we used more
extreme deviations (55% for the high estimate and 45% for the low), as we were
particularly interested in what would happen in a significantly negative scenario
where cost of sales increased a lot. Still, if this is the only variable changing, the
target price would still be left at €274 per share (20% upside).

Sensitivity to cost increase

High cost of sales I Status quo cost of sales | Low cost of sales
Share Value €274,70 [ €337,20 [ €399,88

Figure 22: Sensitivity Analysis
Source: Own Calculations

Our fourth analysis consists of a table where we cross-check the second and
third scenarios, as we consider these forecasts to be the most important ones in
determining the future of the company. The conclusion supports our buy
recommendation, seeing as even in the worst-case scenario the target price

would remain above the current price of €228 per share.

Growth of UHNWI

Scenarios Low growth of UHNWI Expected growth of UHNWI | High growth of UHNWI
S
g Low
K €239,72 €292,96 €358,18
£
3 Expected
i”a €276,75 €337,20 €411,26
a
§ High
a €313,75 €381,39 €464,26

Figure 23: Sensitivity Analysis
Source: Own Calculations

Finally, for our fifth and last scenario, we decided to combine all of the factors
above (Growth of UHNWI, success of SUV introduction, and variance in cost of
sales) into three scenarios: Downturn, expected, and Upturn. In this instance our
expected scenario corresponds to the price that we actually expect the share
should be worth from our CDF analysis, in the downturn we combine the negative
forecast deviances from the three factors, and in the upturn we combine the
positive forecast deviances. Our downturn scenario presents a negative picture,
which although extremely unlikely from our estimations, could serve as a warning

to the most risk averse investors.
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Absolute scenarios Downturn scenario Expected Scenario Upturn Scenario
€193,26 €337,20 €549,20

Figure 24: Sensitivity Analysis
Source: Own Calculations

Relative Valuation

Multiples

To complement the DCF approach, a relative valuation was performed using data

from the 6 previously chosen peers — all luxury companies. When looking at

Implied Share Price of Ferrari

these companies it is clear their multiples are amplified when compared to

PIE 5Y e 1200 lll€ 144,24
automakers — in fact a relative valuation using different comparable (a mix of
Historic P/E € 163,75 [ < 23522
automakers and luxury companies) resulted on massive discrepancy between
Forward PIE € 115,00 [ € 10012

Ferrari’'s implied share price and its value today, which corroborates the idea that
P/B € 81,85- € 117,39

€- € 50,00 € 100,00 € 150,00 € 200,00 € 250,00 € 300,00

Ferrari differentiates from other car companies.

Figure 25: Relative Valuation This valuation method was based on equity multiples: P/E (price-to-earning) and
Source: Own Calculations .
P/B (price-to-book) of the luxury sector. The P/E represents a company’s share

price as a multiple of its earnings. Due to structural changes in the industry and

Company Name Market Cap (Millions)
Ferrari - £ 6108001 the economy, Five-Year Price-to-Book, Historic Price-to-Book, Forward-looking
Hermes International SCA € 92 858,90
Burberry Group PLC £ 5 364,40 . A .
Compagnie Financiere Richemont SA € was30| Price-to-Earnings were used to incorporate the past, present and future of the
Kering SA € 74 254,20 . . N
Li:,."fMoetHennessywu;wumsg € s7aa040| Market and of analyst expectations. The P/B measures the firm’s market
Moncler SpA € 12 673,70

capitalization relative to its book value.
Figure 26: Market Capitalization

Source: Own Caleulations The median of the four multiples implied a share price of 157€ in 2022, which is

lower than the derived intrinsic value. This is largely influenced by the P/B

multiple, linked to the lowest valuation due to outliers’ behavior (Exhibit 26).

Final recommendation

The outlook for the growth of Ultra High Net Worth Individuals forebodes an
extremely positive outlook for the future of Ferrari, should the company be able to
maintain its’ market share for luxury vehicles. The market size is set to grow at a
fast pace, seeing as the increase in wealthy individuals has been the main driver
for the increase in the sale of luxury vehicles. Additionally, after the success of

many of its rivals in introducing SUVs to their line-ups, Ferrari can be confident
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that they too can expect a considerable amount of success with this new addition
to their offerings. For the most risk averse, there is a downturn scenario where we
estimate that the value of the share could fall below its’ current value, and multiple
valuations also fall below our own estimates. However, for the large majority of the
scenarios that we analyzed, Ferrari seems to present a very good opportunity. The
final recommendation is to “BUY”.
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Financial Statements

Income Statement

(€ thousand)
Core Business:
Net revenues:
Cars and spare parts
Existing Models and spare parts
New Models

suv

Ferrari Roma

% Revenues (Cars)

Growth Rate of UHNWI

HicP
Engines

% Revenues

HicP
Sponsorship, commercial and brand

% Revenues

#of GP/year

Average revenue/GP
Cost of Sales

% of revenue
Core SG&A
% of revenue
R&D costs
% of revenue
Other expenses, net
% of revenue
Core Profit before taxes
Statutory Taxes
Statutory Tax Rate
Core Adjustments
Core Profit after Taxes

Non-Core Business

Interest and other financial income (in Net revenues)
% of receivables from financing activities + Investments

Non-Core SG&A
% of revenue
Total financial income from industrial activities
% of revenue
Result from investments
% of investments
Non-Core Profit before taxes
Statutory Taxes
Statutory Tax Rate
Non-Core Adjustments
Non-Core Profit after Taxes before OCI
Total comprehensive income/(loss), net of taxes
% of revenue
Non-Core Result

Total financial expenses
% of Debt previous year
Financing Result before taxes
Statutory taxes
Statutory Tax Rate
Financing Adjustments
Financing Result after taxes

Total Result attributable to:
Owners of the parent
Non-controlling interest

N

®

®

®

-

-

-

®

B

-

€

»

- .

2018

3325 492,00
2535 245,00
2535 245,00

76%

1,50%

284 546,00
9%

1,50%

505 701,00
15%

21
24.081,00
1622 905,00
49%

167 819,00
5%

643 038,00

888 535,00
221367,12

24%
176 389,00
877 384,88

94 829

159522
5%

2122
0%

2665

59 906
14377
24%

45529
3143

0%

48 671,56

59513
59513
14283
24%

45230
783 483,44

781 585,00
1899,00

€

e

-

€

-

-

Y

o~

-

-

€

-

2019 2020 2021
366226700 € 3375827,00 € 386379975
2925721,00 € 283517000 € 3049246,88
2925721,00 "€ 283517000 "€ 297487501

- € - € 7437188
- — -
- € - € 7437188
80% 84% 79%
4,93% 2,44% 4,93%
1,50% 1,50% 2,60%
19830800 € 15065500 € 21440498
5% 4% 6%
1,50% 1,50% 2,60%
53823800 € 39000200 € 600 147,89
15% 12% 16%
21 17 22
2563038 € 2294129 € 2727945
180531000 € 168632400 € 193189988
49% 50% 50%
17351200 € 17190000 €  191597,55
5% 5% 5%
699211,00 € 70738500 € 66738500
19% 21% 21%
499100 € 1847500 € 1004113
0% 1% 0%
97924300 € 79174300 € 1062876220
24583824 € 19880904 €  255090,29
24% 24% 24%
33432,00 -€ 10193300 -€ 104 583,26
81191976 € 7314949 € 91236917
104348 € 83963 € 94 380
169667 € 164226 € 184 104
5% 5% 5%
5806 € 1127 "€ 3294
0% 0% 0%
352 € 4647
55991 -€ 74489 -€ 86431
13438 -€ 17877 -€ 20743
24% 24% 24%
- — -
42553 -€ 56612 -€ 65687
632 € 17122 € 5093
0% 1% 0%
4318516 -€ 3948964 -€  60594,46
92971 € 86847 € 79777
92971 € 86847 € 79777
22313 -€ 20843 € 19 146
24% 24% 24%
— - € -
70658 -€ 66004 € 98923
698076,64 € 62600160 € 95069819
69507500 € 62505300 €  949749,19
300,00 € 949,00 € 949,00

3
€
€
€

v,

€

€

€

€

€

e

e

€
€

-€

€

€

€

-€
-€

-€

€

-

-

-

€

2022

4187736,74
3277537,28
3121 464,07

156 073,20

156 073,20
78%

4,93%
3,20%

242 403,20
6%

3,20%

667 796,26
16%

23
29034,62
2093 868,37
50%

207 660,89
5%
678741,32
21%

10 882,96
0%

1196 583,19
287179,97
24%

107 929,92
1017 333,15

94 380

199 539
5%
3570
0%

101590
24382
24%

77208
5520

0%
71688,30

79777
79777
19146

24%

98923
1044 568,33

1043 619,33
949,00

v,

€

€

e

v,

€

€

€
€

€

-€
€

2023

4544 052,88
3766 567,89
3275276,42
491 291,46
327 527,64
163 763,82
83%

4,93%

1,80%

66 722,45
1%

1,80%

710 762,54
16%

23

30902,72
227202644
50%
225329,85
5%

690 958,66
2%

11808,95
0%

1343 928,98
322542,95
24%

109 872,66
113125868

94 380

216 517
5%
3874
0%

118 264
28383
24%

89880
5989

0%

83 891,03

79777
79777

19 146

24%

98923
1146291,13

1145342,13
949,00

€
€
e

€

S

®

€
€

€

e

e

€
€

€
€

€

€

€

-€
€

€

€

- o

€
€
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2024

5086 113,69
4295834,98
3436 667,98
859 167,00
687 333,60
171 833,40
84%

4,93%

1,80%
66722,45
1%

1,80%

723 556,26
14%

23

3145897
2543 056,85
50%

252 209,48
5%

703 395,92
21%

13 217,64
0%

1574 233,81
377 816,11
24%

111 850,37
1308 268,06

94 380

242346
5%

4336
0%

143 630
34471
24%

109 159
6704

0%

102 454,95

79777
79777

19 146

24%

98923
1304 736,59

1303 787,59
949,00

€
3
€
€

v,

€

€

€

€

€

€

e

e

€
€
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€

€

€

€
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€
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2025

5491118,62
4687 815,90
3606 012,23
1081 803,67
901 503,06
180 300,61
85%

4,93%

1,80%

66 722,45
1%

1,80%

736 580,27
13%

23

3202523
2745 559,31
50%
272292,81
5%

716 057,05
21%

14 270,15
0%
1742939,30
418 305,43
24%

113 863,68
1438 497,55

94 380

261644
5%

4681
0%

162 583
39020
24%

123563
7238

0%

116 325,12

79777
79777
19146

24%

98923
1421 095,90

1420 146,90
949,00

€
€
€
€
€
€
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€

€

€

€

€

e

e

€
€

€

€
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-
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2026

5924 557,56
5107 996,39
3783 701,03
1324 295,36
1135110,31
189 185,05
86%

1,80%

749 838,72
13%

23
3260168
2962278,78
50%

293 786,12
5%

728 946,07
21%

15 396,56
0%

1924 150,03
461 796,01
24%
115913,22
1578 267,24

94 380

28229
5%

5050
0%

182 866
43888
24%

138978
7809

0%
131169,07

79777
79777

19 146

24%

98923
1546 021,65

1545 072,65
949,00

€

€

€

€

e

e

€
€

€
€

€

-€
€

€

-

-

-

€

2027

6388 262,07
5 558 203,80
3970 145,57
1588 058,23
1389 550,95
198 507,28
87%

4,93%

1,80%
66722,45
1%

1,80%

763 335,82
12%
23

3318851
3194131,04
50%

316 780,23
5%

742 067,10
21%

16 601,62
0%

2118 682,08
508 483,70
24%

117 999,66
1728198,04

94 380

304 391

204 566
49 096
24%

155 470
8420
0%

147 049,53

79777
79777

19 146

24%

98923
1680 071,99

1679 122,99
949,00
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2028 2029 2030
667588654 € 697725417 € 729303445
583208822 € 611946849 € 642100963
416577730 "€ 4371048,92 "€ 458643545
1666310,92 € 174841957 € 183457418
1458022,06 € 152986712 € 160525241
20828887 € 21855245 € 22932177
87% 88% 88%
4,93% 4,93% 4,93%
1,80% 1,80% 1,80%
6672245 € 6672245 € 6672245
1% 1% 1%
1,80% 1,80% 1,80%
77707586 € 79106323 € 80530236
12% 11% 11%
23 23 23
3378591 € 3439405 € 35013,15
333794327 € 3488627,09 € 364651722
50% 50% 50%
33104291 € 345987,09 € 36164595
5% 5% 5%
75542431 7€ 769021,95 "€ 782864,34
21% 21% 21%
1734909 "¢ 1813228 "¢ 18952,92
0% 0% 0%
223412695 € 235548577 € 248305401
53619047 € 56531659 € 59593296
24% 24% 2%
12012365 -€ 12228588 -€  124487,02
181806014 € 191245507 € 201160807
94380 € 94380 € 94380
31809 € 332456 € 347 502
5% 5% 5%
5691 "€ 5948 "€ 6217
0% 0% 0%
218025 -€ 326508 -€ 341285
5232 -€ 78362 -€ 81908
24% 24% 2%

o€ A .
165699 -€ 248146 -€ 259377
8799 € 9197 € 9613
0% 0% 0%
156899,78 -€ 23894949 -€ 249 764,00
79777 € 79777 € 79777
79777 € 79777 € 79777
19146 € 19146 € 19146
24% 24% 24%

o€ A .
98923 € 98923 € 98923
176008384 € 177242905 € 1860767,55
175913484 € 177148005 € 185981855
949,00 € 949,00 € 949,00
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Balance Sheet

(€ thousand) 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Core Business
Operating Cash € 17101605 € 18833075 € 17298950 € 19799498 € 21459467 € 23285350 € 26063073 € 28138464 € 30359561 € 32735749 € 34209640 € 35753956 € 37372128
% of net revenues 5% 5% 5% "7 5% "7 5%"7 5%7 5% 7 5% 7 5% "7 5% "7 5% "7 5%"7 5%
PP&E Te 850 550,00 Te 1069 652,00 Te 1206 63000 € 1173561,29 € 1271951,46 € 138017622 € 154481767 € 166783080 € 1799480,27 € 194032236 € 202768324 € 211921836 € 221513107
26% 29% 36% 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Industrial Building 26% 23% 20% 23% 23% 23% 23% 23% 23% 23% 23% 23% 23%
Plant, machineries and equipment 43% 50% 45% 46% 46% 46% 46% 46% 46% 46% 46% 46% 46%
Under Construction 25% 19% 27% 24% 24% 24% 24% 24% 24% 24% 24% 24% 24%
Other (Land + Other Assets) 6% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8%
Intangible assets € 645797,00 € 83793800 € 97929000 "€ 91840966 "€ 99540818 "€ 1080103,09 "€ 120894877 "€ 130521681 "€ 140824350 "€ 151846420 "€ 158683138 "€ 165846525 "€ 173352495
% of net revenues 19% 2% 29% 2% 2% 2% 24% 24% 2% 2% 2% 2% 24%
Inventories € 39106400 € 42005100 € 460617,00 "€ 48090737 "€ 52122615 "€ 56557500 "€ 63304253 "€ 68345142 "€ 73739935 "e 79511427 "€ 83091342 "€ 86842310 "€ 907 726,66
Holding Period 88 85 100 91 91 91 91 91
Trade Receivables € 21139900 € 23143900 € 18426000 "€ 22733202 "€ 24639130 "€ 26735566 "€ 20924856 "€ 32307750 "€ 34857957 "€ 37586227 "€ 39278505 "€ 41051644 "€ 42909581
Collection Period 23 22 21 21 21 21
Other current assets € 6420500 € 9283000 € 7647100 "€ 8672195 € 9833496 € 10387538 € 11661783 € 12678984 € 13602446 € 14688336 € 15363909 € 16039814 € 16772873
% of net revenues 2% 3% 2% 2%7 %7 %7 2%7 2%7 2%7 2%7 %7 %7 2%
Provisions "e 18253900 "€ 16557200 "€ 15533500 "€ 18818635 € 20396369 € 22131807 € 24771914 € 26744490 € 28855554 € 31114027 € 32514902 € 33982713 €  355207,20
% of net revenues 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5% 5%
Trade payables € 65375100 € 71153900 € 713807,00 "€ 78580421 "€ 85168523 "€  924151,38 "€ 103439356 "€ 111676185 "€ 120491293 "€ 129921931 "€ 135771523 "€ 141900618 "€ 148322831
Payable Period 147 144 155 148 148 148 148 148 148 148 148 148 148
Other liabilites € 58974300 € 80001500 € 68746200 "€ 77202666 "€ 83675258 "€ 90794818 "€ 1016257,47 "€ 109718150 "€ 1183787,12 "€ 127644002 "€ 133391033 "€ 139412666 "€ 145722278
% of net revenues 18% 2% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20%
Employee benefits € 8657500 € 8811600 € 5998500 € 6781939 € 7712540 € 8651852 € 9071813 € 9512150 € 9973879 € 10458011 € 10965643 € 11497915 € 12056024
#of employees 3651 4164 4428 4879 5377 5925 6103 6286 6475 6669 6869 7075 7287
# of employees growth rate 14% 6% 10% 10% 10% 3% 3% 3% 3% 3% 3% 3%
Average Benefits/Employee € nB71 € 2116 € 13,55 13,90 14,34 14,60 € 14,86 1513 € 15,40 15,68 15,96 16,25 16,54
Invested Capital - Core Business € 82151305 € 107499875 € 148366850 € 127109065 € 137837981 € 1490002,78 € 1674217,79 € 181124117 € 195632836 € 21126228 € 220751758 € 2306621,74 € 2410709,96
Non-core Business
Goodwill € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 € 78518200 €  785182,00
Investments and other financial assets € 3213400 € 3871600 € 4284100 € 42841,00 € 42841,00 € 42841,00 € 4284100 € 4284100 € 4284100 € 42841,00 € 42841,00 € 42841,00 € 42 841,00
% of net revenues 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Deferred tax assets Te 60744,00 "€ 7368300 "€ 15222100 "€ 107512,99 "€ 11652677 "€  126441,52 "€ 14152475 "€ 15279430 "€ 16485505 "€ 17775796 "€  185761,31 "€  194147,08 "€  202933,90
% of net revenues 2% 2% 5% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3%
Receivables from financing activites "¢ 87849600 "¢ 96644800 "€ 93960700 "€ 103858613 "€ 112566012 "€ 122143760 "€ 1367143,09 "€ 147600808 "€ 159251610 "€ 1717159,48 "€ 1794472,70 "€ 187548006 "€ 196036154
% of net revenues 26% 26% 28% 27% 27% 27% 27% 27% 27% 27% 27% 27% 27%
Current financial assets "¢ 1017400 "¢ 1140900 "€ 4008400 "€ 2324528 "¢ 2519414 "€ 2733780 "¢ 3059893 "¢ 3303551 "€ 3564315 "€ 3843287 "¢ 4016327 "€ 4197635 "€ 4387614
% of net revenues 0% 0% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Current tax receivables "e 12823400 "¢ 2107800 "¢ 1243800 "€  61821,82 "¢ 6700489 "€ 7270605 "€ 8137916 "€ 8785935 "€ 9479449 "€ 10221388 "€ 10681595 "€ 11163791 "€  116690,48
% of net revenues % 1% 0% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
Deferred tax liabilities "e 3914200 "¢ 8220800 "€ 11347400 "€ 8736216 "€ 9468651 "€ 10274297 "€ 11499919 "€ 12415653 "€ 13395677 "€ 14444132 "€ 15094463 "€ 15775868 "€ 16489861
% of net revenues 1% 2% 3% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
Current tax payables e 7635,00 "€ 710600 "€ 1589500 "€ 1152018 "€ 1248602 "€ 1354840 "¢ 1516460 "€ 1637215 "€ 1766447 "€ 1904708 "€ 1990461 "€ 2080316 "€  21744,68
% of net revenues 0% 0% o% 0% 0% 0% 0% 0% o% 0% 0% 0% 0%
Invested Capital - Non-Core Business € 1848187,00 € 180720200 € 184300400 € 196030687 € 205523639 € 215965450 € 231850514 € 243719156 € 2564210,54 € 270009883 € 278438698 € 287270256 € 296524176
Total Invested Capital € 266970005 € 288220075 € 332667250 € 323139753 € 343361620 € 3649657,37 € 3992722,93 € 424843273 € 452053890 € 481272307 € 499190456 € 517932431 € 537595172
Net Debt and Other Claim:
Excess Cash 622647,95 709615,25 1189416,5 0 0 4604047676  1077546,165 186776135 2733608788 3678128656 4794593250 5911913919  7085102,941
Debt 1927167 2089737 2724745 7333705265  167039,5336 0 0 0 0 0 0 0 0
Other financial liabilites 11342 14791 2140 9424333333 9424333333 9424,333333 9424333333 9424,333333  9424,333333 9424333333 9424,333333 9424333333 9424,333333
Total Debt 1938509 2104528 2726885 7427948599 1764638669 9424333333 9424,333333 9424333333 9424,333333  9424,333333 9424333333 9424,333333  9424,333333
Net Debt - Financing Invested Capital 1315861,05 1394912,75 1537468,5 ~ 742794,8599 176463,8669  -450980,4342  -1068121,831  -1858337,016  -2724184455  -3668704,322  -4785168,926  -5002489,586  -7075678,607
Non-controlling interest € 5117,00 € 599800 € 401800 € 401800 € 401800 € 401800 € 401800 € 401800 € 401800 € 401800 € 401800 € 401800 € 4018,00
Financing Invested Capital € 131074405 € 138891475 € 153345050 € 73877686 € 17244587 -€ 45499843 -€ 1072139,83 -€ 186235502 -€ 2728202,45 -€ 367272232 -€ 478918693 -€ 5906507,59 -€ 7079 696,61
Common Equity (attributable to Ferrari) € 135895600 € 149328600 € 179322200 € 249262067 € 326117034 € 410465580 € 506486276 € 6110787,74 € 7248741,36 € 848544539 € 978109149 € 11085831,89 € 12455648,32
D/E 97% 93% 86% 30% 5% 11% 21% 30% 38% 43% 49% 53% 57%
Transactions to shareholders -195461,4592 -212840,544 -250350,5237 -275069,6597 -301856,6646 -343580,6361 -374221,9213 -407119,0348 -442418,9586 -463488,7445 -466739,6508 -490002,1227
Payout Ratio 17% 28% 34% 26% 26% 26% 26% 26% 26% 26% 26% 26% 26%
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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, who

revised the valuation methodology and the financial model.

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

nature of the report.
The additional disclaimers also apply:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or not) in [insert the 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.
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