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Abstract

This report provides an analysis of Deere & Co.'s financial and non-financial
performance, covering the period from FY 18-23, with projections extending
to FY 40. Deere & Co. has consistently demonstrated growth in sales,
particularly in its equipment operations, alongside an increase in gross profit
margins, despite challenges posed by market fluctuations and the pandemic.
The company’s strategic pivot in FY 20 towards a smart-industrial model has
yielded significant improvements in efficiency and profitability. Analysis of
the balance sheet reveals robust asset growth and effective debt management
strategies. Deere & Co.’s commitment to environmental, social, and
governance (ESG) principles is integral to its market positioning. Future
financial projections for the company have been developed with a
comprehensive consideration of various market drivers. Using the Adjusted-
Present-Value method, the report offers a valuation that accounts for the
evolving capital structure of the company. To ensure the robustness of these
projections, sensitivity analysis and a Monte Carlo simulation were employed.
Deere & Co. faces certain short-term market challenges; however, the
company's long-term prospects remain strong, enhanced by its strategic
initiatives and a dedication to sustainability. Considering these factors, the
current recommendation for Deere & Co.’s stock is a hold, weighing both the
short-term uncertainties and the potential for long-term growth.
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This report is Part 2 of the The Deere in Economic Headlights — Still Running
Strong?(“Consolidated”) report (annexed), developed by Christoph Carlos Piirner (52958) and Luise
Henriette Wagner (53489) and should be read has an integral part of it.
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Introduction

This report is a component of the comprehensive "The Deere in Economic Headlights — Still
Running Strong?" report, authored by Christoph Carlos Pirner (52958) and Luise Henriette
Wagner (53489). The comprehensive report, to which this report belongs, is referred to as the
"Consolidated Report” and is attached as an annex. The Consolidated Report is divided into two

separate sections, with this report serving as Part 2.
The structure of the Consolidated Report includes the following sections:

I. Company Overview; Il. Industry Analysis; lll. Historical Financial and Non-Financial

Performance; IV. Forecasted Financial Statements; V. Valuation; and VI. Recommendation.

It offers a comprehensive analysis of Deere & Co., United States, and concludes with an
investment recommendation within the framework of an Equity Research Report. The overall
recommendation is to HOLD Deere & Co. shares, targeting a price of 391.89 USD by December
31, 2024, which suggests a 9.06% potential upside from the share price of 364.41 USD as of
November 30, 2023.

Part 1 focuses on the Company Overview and Industry Analysis, particularly examining the
competitive landscape. It then delves into the Relative and Dividend-Discount-Model Valuation,
addressing the Limitations of these methods. Additionally, Part 1 introduces the General

Forecasting Approach used in valuing Deere & Co.

In contrast, Part 2, this report, offers an in-depth analysis of Deere & Co.'s Historical Financial
and Non-Financial Performance. It then projects the Forecasted Financial Statements,
specifically focusing on the construction of free-cash-lows, which are utilized in the Adjusted-
Present-Value Valuation. Finally, Part 2 also discusses the Limitations of these approaches and

provides a final investment Recommendation.

For a complete understanding, please refer to both the Consolidated Report and Part 1.
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) Historic Financial and Non-Financial Performance
This section aims to analyze DE'’s past financial and non-financial performance.

1) Historic Financial Analysis

a) Income Statement

Analyzing DE's financial performance from FY 18-23, we note a consistent upward trend in total sales
(CAGR: 8.59%), see figure 1. This was driven by robust growth in equipment operations (CAGR:
8.88%), particularly in PPA. This growth was fueled by increased demand for agricultural equipment,
especially in North America and Latin America. Both regions expanded their share of the regional

revenue distribution.

YoY growth in equipment operations displayed high volatility, ranging from -10.36% to +27.07%. After
modest growth in FY 18-19, revenues experienced a significant decline in FY 20, dropping by over
3,600 USDm due to supply chain disruptions and demand shocks caused by the COVID pandemic,
visible in figure 20. By FY 21, DE rebounded and exceeded pre-pandemic levels, achieving record-
breaking results in FY 22 and FY 23 with total sales and revenues reaching 61,251 USDm (FY 23).

The YoY growth per segment is represented in figure 2.

DE'’s cost of goods sold (COGS) exhibited a slower CAGR of 6.69% compared to sales resulting in
an increase in the gross profit margin, rising from 29.03% in FY 18 to 38.43% in FY 23. DE's gross
profit margin is industry-typical, ranking competitively against CNHI (28.68%) and Kubota (25.55%).

In 2020, DE introduced the "smart-industrial operating model," emphasizing segment targets,
economic value, and sustainability. Notably, the implementation of recurring revenues is expected to
contribute to DE’s cost-effectiveness.

Bottom-line improvements include a doubled net profit margin from 6.34% in FY 18 to 16.60% in
FY 23, attributed to streamlined overhead, COVID-driven workforce adjustments, digitalization, and

low-cost recurring revenues integration.
b) Balance Sheet and Cash Flows

Over the last six years, DE has demonstrated a positive evolution in its balance sheet, marked by a
substantial increase in total assets, growing by 33,979 USDm at a CAGR of 6.81% from FY 18-23.
This growth is attributed to ongoing investments in manufacturing plants, equipment, and strategic
initiatives.

During the period, DE made 47 acquisitions with a combined deal value of approx. 19,400 USDm,

with a significant portion occurring and electrification, and entry into new markets. It is an essential
part of DEs growth strategy ensuring DE competitive advantages.

The debt-to-equity (D/E) ratio peaked in FY 19 at 4.0 but has decreased to below pre-COVID levels,
currently standing at 2.65 (see figure 3). During the pandemic, DE adjusted its capital structure to
proactively mitigate risk and ensure solvency. DE historically maintained strong liquidity with high

current and quick ratios above 6.00 along with a cash ratio above 0.50, with cash and cash equivalents
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representing about 10.00% of total sales and revenues. During the pandemic, DE adopted a
precautionary approach, decreasing their leverage and increasing cash and cash equivalents to
above 19.00% of total sales and revenues. After the pandemic, DE has decreased its cash to pre-

pandemic levels and is now relevering its business.

Aligned with the overall analysis, DE's cash conversion cycle (CCC) displayed a positive trend.
Despite a peak of around 27 days in FY 19, by FY 22, DE significantly improved its CCC, with a three-
year avg. of approx. -16 (FY 21-23). This indicates strong progress in cash management,
emphasizing DE's efficient working capital management. DE's ability to collect receivables in approx.
43 days while comfortably waiting around 143 days for the payment of payables results in a negative
CCC, signifying efficient working capital management. Also, as DE provides financing solutions to
customers, it allows DE to control credit terms and ensure quicker payments which results in a faster
cash conversion. The CCC implies that DE can collect cash from customers before having to pay their
own suppliers. A benchmarking with key peers is shown in figure 4, where DE clearly outperforms its

competitors.

Despite the solid growth observed in both the income statement and the balance sheet, DE's
unlevered free cash flow to firm (FCFF) averages at -1.16% of total sales and revenues, showcasing
high volatility in YoY growth, visible in figure 5, primarily attributed to changes in financing receivables.
As these are linked to the financing offerings provided to DE’s dealers through the John Deere Capital
Corporation for products within equipment operations, an increase in FY 20 due to higher financing
needs during COVID and a stall in FY 22 due to increased interest expenses appear as a logical

explanation.

Capital expenditures (CAPEX) stayed relatively constant at around 1,150 USDm in FY 19 and FY 22
(2.50% of total sales on avg.). Driven by higher uncertainty during COVID, CAPEX was reduced to
slightly lower levels during FY 20-21.

c) Stock Performance and Dividends

Over the past six years, DE's stock has demonstrated strong growth of 182.48%. Despite price
fluctuations from 110 USD to 170 USD between Oct-2018 and Mar-2020, it rose to 424 USD in Apr-
2022. Since then, the stock price has displayed dynamic movements, with a 52-week high and low of
446.33 USD to 345.98 USD. See figure 6.

DE's dividend yield stands at 1.41% which is favorable compared to sector, country, and global
averages (0.44, 0.25, and 0.37, respectively). However, direct competitors like CNHI and Kubota
exhibit higher dividend yields (3.42% and 2.14%, respectively).

Over the past six years, DE's payout ratio averaged at 24.61% of mid-cycle earnings. In FY 23, it
decreases to 14.04% to keep the dividend increase moderate despite the substantial increase in EPS
(+49.30% compared to FY 22). This conservative payout policy positions DE with financial capacity
for strategic investments. In contrast, CNHI and Kubota have payout ratios at 22.92% and 14.60%
(2023). DE's annual dividend for FY 23 is 5.00 USD per share, marking more than three consecutive
years of increases, showcasing financial stability and the ability to sustain consistent future dividend
payments.
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2) ESG Analysis

As explained in Part 1, ESG-performance is a crucial driver for both industries in the upcoming years,
being asked by a diverse set of internal and external stakeholders. Figure 7 represents a comparison
of the overall ESG performance of DE and relevant competitors. DE encompasses a low ESG risk
rating of 19.9, outperforming the mean of its competitors standing at 24.18 (Sustainalytics, 2023).

a) Environnement

(i) Production process

From a production standpoint, DE is highly committed to reducing its environmental impact. With
ambitious goals for FY 30, the company aims to cut operational CO2e (CO2 and equivalent GHGs)
emissions by 50.00% and to reduce upstream and downstream CO2e emissions by 30.00%.
However, many competitors state similar goals in reducing GHG making DE’s objective less special,
yet not less ambitious — e.g. AGCO plans to run their production on 60.00% renewable energy by
FY 26.

Still, DE's efforts to lower GHG emissions in their production are not just a matter of environmental
stewardship but also have direct financial implications. In October 2022, DE amended its credit
agreements linking interest expenses to environmental impact. This implies that failing to meet
emissions targets result in a penalty rate, while exceeding these targets leads to favorable
adjustments. Alongside these financial incentives, DE is aims to reduce waste intensity by 15.00%
and decreasing freshwater consumption intensity by 10.00% at water-stressed manufacturing

locations.
(ii) Products

On the product front, DE is working to limit the environmental impact of its products. Key to this
strategy is the exploration and implementation of alternative propulsion systems, including battery-
electric and alternative fuels, to substitute traditional diesel-powered engines. By FY 26, DE plans to
introduce over 20 battery-electric or hybrid-electric models in the CF segment. Additionally, a range

of electric options is being developed for turf-care and compact-tractor products.

DE is focusing on enhancing agricultural efficiency, with goals to improve nitrogen use efficiency by
20.00%, increase crop protection efficiency by 20.00%, and reduce customer CO2e emissions by
15.00% by 2030. Also, DE is dedicated to increasing product circularity, aiming for 95.00% recyclable
product content, ensuring 65.00% of product content is sustainable material, and aiming for a 50.00%
increase in remanufacturing revenue by FY 30.

b) Social

DE demonstrates strong commitment to social responsibility through various initiatives. DE
significantly invests in charitable contributions, focusing on global food insecurity, agricultural
education, and support for underserved farmers. DE supports initiatives to assist black farmers and
programs for native American youth in agriculture and invests in funds aiding minority-owned

businesses. Recognized for responsible citizenship, DE contributes to food banks and works on
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hunger relief. Their precision agriculture technology helps meet growing food demands efficiently.

Employee involvement in philanthropy is encouraged, amplifying the company's social impact.
c) Governance

DE exhibits strong governance practices integral to its ESG profile collectively highlighting a solid
governance structure. Their supplier diversity strategy, initiated in FY 21, prioritizes economic
development through collaborations with diverse suppliers. DE’s compliance framework, highlighted
by continuous training, fosters an ethical corporate culture. DE’s human rights commitment is reflected
in detailed conduct codes, ensuring fair practices across their value chain. Furthermore, responsible
political engagement through the John Deere Political Action Committee (JDPAC) showcases ethical
political advocacy, adhering to strict legal standards. However, from a management perspective,
holding both CEO and Chairman roles, May's dual position raises concerns of power concentration

and reduced oversight. For better governance, separating these roles is generally preferred.
Il)Forecasted Financial Statements
Below, the rationale of the forecasted financial statements is outlined.

1) Forecasted Income Statement

Following a record net income of 10,166 USDm, a sharp cyclical decline of 2,839 USDm is anticipated
in FY 24. Recovery to FY 23 levels is expected by FY 28, with gradual growth reaching 16,468 USDm

in FY 40. Refer to Part 1 for visual representation.
a) Operating Sales and Revenues (Equipment Operations)

As mentioned, we place most significance on projecting equipment operations revenues as they
historically accounted for approx. 90.00% of total sales and revenues. We employ a dual short- and
long-term approach for a confident and resilient forecast, with a gradual shift from 65.00% short-term
weight in FY 24 to 0.00% from FY 31 onwards (see Consolidated Appendix). While the long-term
model indicates broader trends and fundamentals shaping the segments future, the short-term model
allows us to incorporate sensitivity to immediate fluctuations. The drivers and coefficients of each

model are visible in figure 8 and 9.
() Long-Term Model

The long-term model aims to identify historic growth patterns for each segment's drivers. A linear
regression is employed to quantify the strength of the linear relationship between the driver and the

segment's growth and assign a coefficient to each driver.

We calculated the sum of squared errors (SSE) between the drivers' growth and the segment's
revenue growth and set the coefficients with the objective of minimizing SSE, explicitly avoiding the
constraint of summing all coefficients to 1. Making coefficients sum to 1 in a linear regression is
impractical as they represent the individual impact of each variable, and their scale is determined by
units of measurement, making normalization arbitrary and irrelevant to their interpretation. See

Consolidated Appendix for regression statistics. Ultimately, we refer to sophisticated, source-based
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forecasts of each driver which we then multiply with the respective coefficient to arrive at the long-

term model indicated growth rate for each segment.

We accept somewhat limited statistical significance in the regressions but remain steadfast towards
the robustness of the approach, firmly believing that no driver will exhibit statistical significance when

viewed from mathematical and causal perspective.
(ii) Short-Term Model

The short-term model captures drivers particularly reflecting changes in YoY-growth in the short-term
which may be offset in the long-term view. As higher accuracy can often only be reached with a shorter
time span, implementing explicit, source-based predictions of the near future help us to increase the

forecasts’ reliability.
(iii) PPA and SAT Revenue

Given that PPA revenue has been reported separately only since FY 18 and was previously
consolidated with SAT, both long-term models share the same causal interpretations and similar

datasets, only resulting in slightly differing coefficients due to varying data during FY 18-23.

In the long-term model, we observe that revenue-weighted GDP growth (IMF, 2023), the S&P GSClI
Agriculture Index (Bloomberg Database, 2023), and US Farm Net Cash Income (USDA, 2023) exhibit
growth patterns similar the historic growth of the PPA and SAT visible in figure 10 and 11.

The IMF provides sound projections of the overall economic health represented by the GDP. While
GDP is projected to exhibit slower growth of 1.59% in FY 24, it is expected to stabilize at levels around
and beyond 2.20% from FY 26 on.

The S&P GSCI Agriculture Index showed cyclical fluctuations in historic years, matching with PPA
and SAT revenues. Since there is no forecast available, we use the 10-year historic average of the
YoY-percentage change of -0.71% during the forecasting period. As this represents the long-term

mean of cyclical fluctuations in the back look, the same can be assumed for the outlook, too.

As mentioned earlier, farm income stands out as a critical determinant shaping the agricultural
equipment market. It mirrors the purchasing power of the primary customers in the PPA and SAT
segment. Historically exhibiting cyclical patterns, inflation-adjusted US net farm cash income is
projected to decline by 26.52% in 2023 (ibid.), influencing PPA and SAT revenues with a one-year
lag. According to USDA, the significant downturn is influenced by reduced government payments and
rising production costs until price normalization and recovery is achieved. The USDA foresees slight
recovery in 2027, with modest cyclical up-and-down movements in YoY-growth until 2032. Beyond,

we continue the forecast with a 7-year avg. until 2040.

Multiplying each driver’s YoY growth by its respective coefficient yields a moderate decline of -4.54%
in FY 24, followed by immediately and ongoing recovery exceeding 4.00%. YoY- growth declines
towards 3.00% from FY 33 on and stabilizes at 2.58% from FY 37 onwards.

In the short-term models for both PPA and SAT, we incorporate cash expenses on machinery,
tractors, and self-propelled machines as a percentage of the previous year's US farm net cash income

(USDA, 2023). This allows us to anchor our projections even tighter to the expenditures of US farmers
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on agricultural equipment — essentially the inverse of DE's revenues. As these cash expenses are
available only in retrospect, we use a 5-year historic avg. of the ratio of expenses to the previous
year's US farm net cash income to estimate these values. By including this in the short-term model,
we aim to put additional emphasis on the cyclical drop expected in FY 24.

For the SAT short-term model, we apply the PPA short-term model as explained above but with a
reduced weight of 65.00%, accounting for SAT's farm-related revenue streams. To consider the non-
farm related revenue, especially turf equipment, we include the turf equipment market CAGR of 4.50%
with a weight of 35.00% (Persistence Market Research, 2023). This reduces SAT's exposure to the
agricultural equipment and its cyclical downturn, resulting in a more moderate decline of 15.66% in
YoY growth in FY 24 (vs. -18.82% for PPA), yet followed by a slower recovery until FY 32 compared
to PPA. After the short-term models only forecast until 2030, both revenue streams grow at similar
rates in the period thereafter, reaching 3.76% in FY 33 and gradually declining towards a constant
level of 2.61% from FY 37 onward.

(iv) CF Revenue

For the CF long-term model, GDP growth expectations remain the primary driver. Given that the CF
revenue stream comprises roadbuilding, construction, and forestry, we aim to capture the dynamics

of all three in our long-term projections.

Regarding roadbuilding and construction, the S&P Construction Machinery & Heavy Trucks Index
growth with a one-year lag shows similar growth patterns as the CF segment. The index effectively
reflects trends in the construction machinery and heavy trucks industry. Utilizing the 10-year historic
avg. of the YoY percentage change of 11.42%, we assume this as the long-term mean of cyclical

fluctuations.

Additionally, we consider 2-year lagging global deforestation as a measure for activity in the forestry
pillar. Global deforestation is expected to be zero from 2030 on (Global Forest Watch, 2023). We
assume that with zero deforestation, DE'’s forestry-related sales will show a steady decline as there
will be less demand for such equipment. Yet, we remain conservative regarding the execution of
global sustainability and deforestation initiatives and set 2035 as the zero-year. Anticipating that
forestry activity will not decrease to zero within the forecasting period, we apply a logarithmic decline

logic with a constant YoY-change of -16.23%.

Overall, the CF long-term model implies a YoY-growth of 3.72% in FY 24, rising and staying beyond
5.00% until FY 29, and gradually declining towards 2.44% in FY 37, where it remains steady.

In the CF short-term model, we include projections of the global construction equipment market growth
at a weight of 75.00%. According to Statista (2023), the market is projected to growth from
157,060 USDm in 2022 up to 234,600 USDm in 2030 exhibiting 49.37% growth over the span of 8
years. Yet, we believe that DE will not be able to hold its market share of 8.37% (2023) in the long-
term, given that its primary efforts are in the agricultural segment and the global construction
equipment market is already very competitive and granular. Therefore, we incorporated slight
deductions in market share of 0.85% in total in FY 24 and FY 25. Lastly, we included the earlier

explained deforestation-driver at a weight of 25.00%. Notably, this is not a case of thoughtless double
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counting. Rather, we want to put more relevance on this driver in the short end than the weighting of
the long-term model provides in the early forecasting years as we assume this factor to have

significant influence.

Weighting both short- and long-term model yields the most moderate decline in YoY growth of 6.75%
in FY 24 for CF compared to all operating segments. However, the CF segment takes longer to
recover and only reaches above 3.00% YoY-growth beginning from FY 29 on and peaks in FY 31 at
4.31%. It gradually declines towards 2.44% in FY 37 where it enters a steady state. Refer to figure 12

for the evolution of the drivers.

Combining all segments, equipment operations revenue is projected to experience a drastic cyclical
downturn of 14.81% in FY 24, with no real growth in the following two years. From FY 29 to FY 35,
growth trends hover between 3.00% and 4.00%, gradually declining to 2.54% in FY 37, where it

remains.
b) Operating Expenses (OPEX)

While we anticipate the operating net profit margin to decrease from 18.62% in FY 23 (38.43% for
gross profit margin) to 13.63% in FY 24 (31.80%), we project a faster recovery and increase up to
21.76% in FY 30 (38.25%) followed by moderate growth towards 22.40% (38.97%) in FY 40. The
main drivers for this are COGS, R&D, SG&A, and interest expenses with COGS holding the highest

weight at approx. 83.85% in the 6-year historical data, characteristic for a manufacturing company.

When estimating COGS, we considered the increasing levels of recurring revenue, which DE aims to
raise to 10.00% of equipment operations revenue by FY 30 starting in FY 23. Beyond FY 30, we
anticipate recurring revenue to grow more conservatively, adding an additional 0.10% to recurring
equipment operations revenue each year. Assuming this recurring revenue primarily comes from
services and data-driven subscription models, we project COGS relative to non-recurring equipment
operations revenue which require relevant amounts of material costs. Recent FY 23 data shows a

gross margin increase of 5.76%, compared to a relatively stable avg. of 32.67% from FY 18-22.

Acknowledging the anticipated cyclical downturn, we assume the FY 23 margin is a positive outlier,
and FY 24 will exhibit a drastic drop to 31.80%, driven by negative industry dynamics and increased
production costs not immediately offset by adjusted prices. We expect the gross margin to recover by
FY 30, reaching 38.25%, slightly below pre-peak times, and maintain this level relatively stable until
FY 40. Slight improvements from FY 30 on only stem from the increase in recurring revenues as

visible in figure 13 and 34.

In the analysis of R&D expenses, we connected DE’s reinvestment levels with equipment operations
revenue, providing a standardized metric to evaluate the DE’'s commitment to innovation in the
broader context of its overall performance. Over the 5-year historical avg., the R&D expenses-to-sales
ratio stood at 4.70% (excl. FY 23). Despite a substantial absolute increase associated with the peak
in equipment operations sales in FY 23, the ratio experienced a slight decline to 3.90%. Conversely,
with the anticipated drop in revenues in FY 24, we project a rebound in the ratio to 4.50%, equivalent
to the 6-year historic avg. (incl. FY 23). This projection aligns with our expectation that R&D expenses
will be maintained at a medium-high level, a strategic necessity for DE to uphold its market positions
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and innovator role. Moreover, considering the capital-intensive nature of upcoming product
advancements and innovations, particularly regarding e-mobility and Al usage, sustaining this level of

investment becomes crucial for DE's continued success.

When considering SG&A expenses, we linked their growth to our expectations for non-recurring
equipment operations revenue per FTE and the past level of SG&A per FTE. As a manufacturing
company, DE’s ability to generate revenue from product sales is dependent on the required workforce,
vice-versa impacting the cost base. Historically, non-recurring equipment operations revenue per FTE
averaged at 0.52 USDm and SG&A averaged at 0.048 USDm per FTE which be both assume to
remain stable throughout the forecasting period. We anticipate a significant decline of approx. 50.00%
in SG&A for FY 24 attributed to reduced revenues and the normalization of revenue per FTE, which
peaked at 0.63 USDm in FY 23. We believe that the heightened efficiency was an exceptional
occurrence driven by the spike in demand and should be viewed as a positive outlier.

As interest expenses are reported at a segment level, this facilitates their allocation to the operating
expenses of each segment. They follow an analogous interpretation to interest income, signifying the
COGS on the financing plans offered and recognized within interest income per segment. It is
important to distinguish these expenses from the overall funding strategy. For interest expenses within
the three operational segments, we consistently observe a percentage relative to total debt
outstanding, which stands at 0.19% for PPA, 0.30% for SAT, 0.15% for CF, and 1.97% for FS. We

utilized this metric to project interest payments.
c) Non-Operating Activities
(i) Non-Operating Sales and Revenues

Non-operating sales and revenues are mostly stemming from the non-operating activities accounted
in interest income and other income. While their growth is mainly linked to equipment operations
revenue, changes in absolute terms during the detailed planning period are moderate due to their
smaller amounts. Projected to reach 5,223 USDm in FY 28 (vs. 3,341 USDm in FY 23), they are
expected to grow to 5,492 USDm in FY 40, constituting 6.81% of total sales and revenues by then.

Interest income mainly originates from financing plans extended to dealers via the John Deere
Capital Corporation. We anticipate that a portion of equipment products sold is financed through these
offerings. Thus, we assume a correlation between growth in equipment operations sales and interest
income and employed a historical ratio as a forward-looking indicator. Yet, we made us of the very

granular data available and linked each segments interest income to the respective segment sales.

Within other income, insurance premiums and fees earned represent a significant portion, primarily
tied to extended warranties sold for the company's products. For this and most other items within other
income, we anticipate that there exists correlation between equipment operations sales and additional
revenue streams such as trademark licensing and services. We do not anticipate further gains from

operating lease dispositions, as this was a one-time event in FY 21-22.
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(ii) Non-Operating Expenses

In a 6-year retrospective analysis (FY 18-23), non-operating expenses constituted approx. 2.17% of
DE's total expenses, averaging at 765 USDm in absolute terms. In the forecast, we see a gradual
increase in the portion of non-operating expenses to 2.34% of total expenses by FY 40. However, this
increase is not driven by the non-operating expenses themselves; rather, it stems from the incremental

decrease in the total cost base attributed to the rise in recurring revenues.

The non-operating net profit margin averages at 51.63% (FY 18-23). Throughout the forecast, the
margin increases to an avg. of 58.56%. This is due to non-operating sales being tied to equipment
operations sales, resulting in faster growth compared to the non-operating expense items, which are

mostly linked to the balance sheet.

The primary non-operating expense items are operating lease disposition losses and impairments,

insurance claims and expenses, and pension benefit expenses.

For operating lease disposition losses and impairments, we have associated them with the
operating lease assets themselves and projected them as a percentage of the balance sheet item,

ensuring a direct link to this particular asset category.

In the case of insurance claims and expenses, we've tied them to the amount of outstanding product
warranties noted on the balance sheet. This association allows us to anticipate the expenses based

on the expected warranty claims.

Pension benefit expenses are related to the liabilities stemming from pension obligations recognized
on the balance sheet, which are ultimately contingent on the number of FTEs. Please see the SG&A

forecasting approach for FTE projections.

Non-operating expenses also encompass accounting components, which either offset each other in
the consolidated view or are subject to significant complexity and uncertainty, such as foreign

exchange losses, and are therefore set to zero.
d) Financial Activities

DE'’s financial income after taxes has contributed on avg. to 2.29% of the net income attributable to
DE over the six-year retrospective analysis. In the projection, we anticipate a decline to an avg.
contribution of 1.13% to net income throughout the forecasting period. This decline is driven by the
elimination of one-off income effects, which outweigh the exclusion of intercompany expense items in

the consolidated view.

As part of the overall funding strategy, DE periodically transfers certain financing receivables into
special purpose vehicles within their asset-backed securities program. Those entities then issue retail
notes (short-term securitization borrowings in BS) on which DE receives interest payments,
recognized as finance income (accounting for less than 2.00% of total sales on avg.). Consequently,
the growth in short-term securitization borrowings, linked to the growth in net debt and EV, is utilized
to project finance income. This leads to a gradual increase in the portion of non-operating sales over

time, as the EV grows slightly faster than equipment operations sales.
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Other financing income arises from gains on previously held equity investments and investment
income. Gains on previously held equity investments occurred only in FY 22-23 and are considered
a one-off payment and, therefore, projected as zero for the forecast period. Investment income is
assumed to remain constant in the future, as the specific investments held by DE are not disclosed.

On the expenditure side of financing activities, interest paid on the company's debt financing
represents a significant component. We applied the same methodology used for the operating
segments and observe a consistent percentage relative to total debt outstanding of 1.97% for FS and
0.69% for Corporate and employed this metric to forecast interest payments. Interest expenses for

the intercompany segment are anticipated to converge to net zero in the consolidated view.

Provision for income taxes have been forecasted using the statutory tax rate of 21.00%. Given the
unpredictable nature of tax adjustments and no loss-making years are projected, these have been set
to zero. Thus, the statutory tax rate equals the effective tax rate throughout the forecasting period.

2) Forecasted Balance Sheet

Despite DE's total assets peaking in FY 23 at 104,087 USDm (+15.61% to prior year) our forecasting
assumptions anticipate a drop of 9.03% to 94,687 USDm for FY 24,

Growing at slower pace compared to the income statement, FY 23 values are only reached by 2032
ultimately standing at 136,822 USDm in FY 40.

a) Invested Capital

Looking at invested capital includes operating and non-operating assets net of the respective liabilities.
This has significant influence on the debt, as explained later.

(i) Operating Assets

In a 6-year retrospective analysis, operating assets constituted 87.90% of DE’s total assets, serving
as the primary driver of the balance sheet. Given no identified reasons for changes in the balance

sheet structure, the portion of operating assets remains consistent throughout the forecasting period.

Financing receivables, the most significant operating assets at over 45.00% of the total, are linked
to the financing offerings provided by the John Deere Capital Corporation's for products within the
equipment operations. We assumed that the receivables are correlated with equipment operations
sales and forecasted them as a historic percentage of the non-recurring equipment operations sales
(82.00%).

Trade accounts receivables have been forecasted using a similar approach, but with the distinction
of using revenues specific to the business lines to forecast PPA, SAT, and CF levels on a standalone
basis.

We evaluated DE’s working cash needs by examining the proportion of working cash to non-
recurring equipment operations revenue. DE traditionally maintains around 10.00% of this revenue
for operational liquidity, despite higher cash reserves during FY 20 and FY 21 at 22.60% and 20.18%,
respectively due to precautional measures following the outbreak of COVID. We employed 10.00%

as our forecasting metric as represented in figure 15.
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Equipment on operating leases includes leased machinery for equipment machinery production,
adaptable to demand. We applied the FY 22-23 avg. ratio of non-recurring equipment operations

revenue (13.21%) throughout the forecasting period.

DE’s inventories include finished goods and parts, raw materials and supplies, work-in-process, and
a Last-In, First-Out (LIFO) adjustment. The unadjusted inventory level is derived using the avg. days
of inventory outstanding of 84 days (FY 18-22) to forecast total FIFO inventory. We applied the
historical distribution to the four inventory components to obtain pre-adjustment inventory levels.
Maintaining a historically stable ratio of 8.22% of total assets, DE's inventory management is deemed

effective, with finished goods and parts comprising the largest portion, averaging around 64.00%.

Property, Plant & Equipment (PP&E) is the primary non-current operating asset. We project them to
grow as a percentage of non-recurring equipment operations revenue, using the 5-year avg. as the
future metric. With a ratio of 15.67%, DE aligns with the industry benchmark of 10.00% to 20.00%
common for manufacturing companies. It's noteworthy that DE deducts depreciation, forecasted as a

constant 55.20% of unadjusted PP&E throughout the forecasting period.

For deferred income tax assets, we netted them against the corresponding deferred income tax
liabilities. We utilized the net deferred taxes from the prior year and applied the avg. ratio of deferred

tax assets to liabilities to project both positions.
(ii) Operating Liabilities

Operating liabilities equaled 17.00% of DE’s core assets in the 6-year retrospective view on avg. Yet,
we project them to grow to an avg. of 22.23% of core invested capital, with a notable 6.96% increase
from FY 23-24, primarily due to a backlog in trade payables. Despite DE’s core assets being sensitive
to revenue fluctuations and it's decline in FY 24, core liabilities are anticipated to grow by 23.10% in
FY 24.

DE’s avg. payable period hovered steady at 149 days (FY 20-23), compared to lower levels at around
130 days in earlier years resulting in a gradual backlog in supplier payments. This cash management
strategy is expected to continue for three more years tied to the projected downturns in net income.
From FY 27 on, we apply a payback period of 144 days, thereby reducing the core liabilities to core
invested capital ratio. This logic applies to both accounts payable and accrued expenses. Given

their subcomponents, we maintained a consistent distribution.
(iii) Non-operating Assets

In a 6-year retrospective analysis, non-operating assets constituted 12.10% of DE’s total assets,

serving as a subordinate driver of the balance sheet.

Current non-operating assets entail marketable securities and securitized financing receivables.
DE describes marketable securities as securities held for sale which we assume to remain constant
in present value terms. This means that after DE discounts these assets at the "applicable benchmark
yield curve plus market credit spread,” we projected a growth rate of 3.60% based on the 10-year US
yield, along with an additional 0.75% to account for the current market credit spread for DE. Regarding

the financing receivables used in the ABS-program, we've noted that DE utilizes approx. 15.41% of
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its financing receivables for this program which we assumed to remain constant throughout the

forecasting period.

Accounting for around 5.00% of totals assets and subordinate impact on the valuation result, the non-
current portion of non-operating assets was mostly forecasted to grow in proportion to revenue, except

for retirement benefits, linked to the number of FTEs.
(iv) Non-operating Liabilities

Non-operating liabilities equaled 64.83% of DE’s non-operating assets in the 6-year retrospective view
on avg. with a gradual decrease from 87.43% in FY 19 to 39.06% in FY 23. The forecasting foresees
a stable level at around 45.00%. Like the operating section, non-operating liabilities don't decline with
revenues yet show small positive changes in YoY-growth, linked to the projection of the avg. payable
period. The non-operating portion is less affected by the backlog in payables due to the smaller share
of account payable to total non-operating liabilities.

Retirement benefits were projected based on the number of FTEs, as explained earlier. Redeemable
noncontrolling interest arises from a call option to purchase the remaining ownership in Kreisel by
FY 27. It is forecasted to remain at its FY 23 value of 97 USDm until FY 27 and cease to exist

thereafter.
b) Financial Liabilities

Financial liabilities are categorized into four segments: short- and long-term borrowings, dividends
payable, and accrued interests. Borrowings constitute the most significant portion, with long-term

borrowings holding the highest share.

Historic data reveals that long-term borrowings consistently accounted for just under 2/3 of the total
debt, except in FY 20-21 when management increased cash reserves to reduce risk. Based on this
pattern, we assume that long-term debt will persistently represent 2/3 of the total debt. Vice-versa,
short-term borrowings averaged just under 1/3 of total debt and are expected to hold this proportion
in the future. Approx. 1.00% of outstanding debt is allocated to accounts payable and accrued

expenses.

The management's strategy of deleveraging in FY 20-21 is evident in the development of the D/E
ratio. As the uncertainties of the pandemic are left behind, DE’'s management intends to re-leverage
the company to pre-COVID levels. We, therefore, assume the capital structure to change until it
reaches the aimed pre-COVID level where it remains constant from then on. More detailed, we
anticipate a slight decline in the D/E ratio in FY 24 due to the cyclical downturn, followed by an increase
between 11.00% and 13.00% in the next three years. The ratio reaches the target of 3.89 in FY 27,
remaining constant thereafter, aligning with the avg. D/E ratio of FY 18-19 (3.89; calculated in book
values); see figure 16. With the debt structure clarified we employed the following equation together

with the target D/E ratio to arrive at the absolute values of total debt:

Total Funds Invested + Excess Cash = Debt + Equity.
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3) Cash Flow Statement

Based on the above projections, DE's unlevered FCFF averages approx. 17.00% of total sales and
revenues throughout the forecasting period. Notably, FY 24 shows a significant increase compared
to FY 23, arriving at a FCFF of 19,460 USDm as represented in figure 17. This is attributed to
deductions in revenue-related assets showcasing the change from record-high in FY 23 to the drastic

cyclical downturn in FY 24.

The YoY-growth in core FCFF stabilizes from FY 33 onwards, gradually decreasing from 6.73% to
2.90% in FY 40 thereafter. Utilizing core FCFF and the NOPLAT to compute the reinvestment rate
which implies a stable growth rate of 2.20% from FY 28 on, which was subsequently applied as the
terminal value (TV) growth rate.

CAPEX has not been projected separately. While they remain important for maintaining physical
assets, as explained e.g. in the PP&E projections, we consider R&D expenses more critical in driving

innovation and DE’s performance.

l1l) Valuation

This chapter presents the results of the valuation of DE as of December 31%, 2024. We applied the
valuation methodologies according to Koller & McKinsey & Company Inc. (2020) and Berk & DeMarzo
(2023.)

1) Cash Flow Based Valuation (APV)

To determine DE'’s value based on the projection of future cash-flows, we use the Adjusted-Present-
Value (APV) method. As DE’s capital structure is projected to remain changing until FY 27, we
decided to use the APV over the DCF method.

Starting the APV valuation, we discount the FCFF with the Ru to calculate the unlevered EV as of the
valuation date. Due to the changing capital structure between FY 24-27 we used slightly different
approaches to determined Ru (figure 18) leading to 7.69% as long as the D/E ratio is variable and
7.68% from FY 28 onwards when the D/E ratio remains constant. Besides the yearly discounts, we
assume a steady state from FY 38 onwards as we observe steady growth rate of 2.22% implied by
the reinvestment rate. This is almost equal to the expected long term GDP growth of 2.21% meaning
the company will grow at the same speed as the economy — a reasonable assumption to apply the

perpetuity formula. Again, we used the constant Ru of 7.68% in the perpetuity formula.

To get to the levered EV, we determine the value of the tax shield by discounting the interest tax shield
of each year. Due to the changing capital structure and, thus, changing risk profile of the tax shield,
we used the Rd of 5.60% to discount the tax shield from FY 24 to FY27. This decision stems from the
anticipation of an increasing D/E-ratio over these years, in line with the DE’s strategic leverage plan.
In scenarios where leverage is variable or increasing, the risk and value of interest tax shields are
more closely related to the company's debt. Particularly during periods of increasing debt, the risk
associated with the tax shields mirrors the default risk of the company's debt. Therefore, applying Rd
for discounting aligns with the increasing risk profile during these years of increased leverage to

accurately reflect DE’s financial dynamics.
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From FY 28 onwards, as the D/EV level is projected to remain constant and DE has been able to
handle the increased leverage sophisticatedly, the risk of default reduces and makes the tax shield
more exposed to the risk of the company’s assets. Thus, we used the Ru (constant) to discount the
tax shield from FY 28 onwards until perpetuity.

Additionally, we value the cash flows from financial debt by discounting them at Rd and the value of
residing minority interests and the Re. In both perpetuity formulas we assumed the same TV growth

rate as for the latter cash flows as well as the respective discount rates used for the years before.

Summing up the value of the unlevered EV, tax shield, minority interests, and subtracting net financial
debt, yields the equity value at the end of each period. See figure 20 for the EV-Equity bridge. To
determine the equity value as of the valuation date, we included an adjustment factor considering
DE’s value in FY 25 that is attributable to the period up to the valuation date. This results in a share
price of 391.89 USD. As the APV approach entails the most precise projections, it is determined as
the overall target price.

2) Limitations
a) Sensitivity Analysis

As the valuation methods applied are highly dependent on the underlying assumptions, we run a
sensitivity analysis to analyze the impact of key assumptions.

(i) APV Valuation

We first analyzed the effect of Rd and the D/EV ratio on Ru. We choose Rd between 4.51% as lower
bound, which corresponds to the risk-free-rate proxy and extrapolated the same interval to 6.69% as
upper bound. For the D/EV ratio range, we choose 25.00% as the lower bound and 50.00% as upper
bound, as the current D/EV ratio is around 38.12%. The analysis resulted in a range for Ru between
7.24% and 8.30% reflecting acceptable sensitivity with a standard deviation of 2.74 percentage points
in absolute terms or 3.57% relative to the mean, which remains close to the value using our
assumptions (7.65% vs 7.68%).

Following a similar approach, we analyzed the effect of the equity beta and the E/EV ratio on Ru. For
the equity beta range, we used the lower and upper bounds at a 99.00% confidence interval of all
relevered equity betas included in the computation of DE’s equity beta yielding a range from 0.797 to
1.209 with 1.024 being the actual equity beta. The E/EV range follows the same approach as for the
D/EV range. By that, we arrive at a range for Ru between 6.94% and 8.36%. With the avg. resulting
Ru of 7.66%, slightly deviating from the 7.68% used, Ru shows acceptable sensitivity with a standard
deviation of 4.22%. In both cases we can observe a lower sensitivity towards the capital structure than
towards Rd or the equity beta, when looking at the standard deviation.

Using the bounds from the previous sensitivity for Ru, we analyzed the effect of Ru and the TV growth
rate on the target share price. From the steady state implied TV growth rate of 2.22%, we add and
subtract a total of 1.25% in steps of 0.25%, as we do not assume the company to grow much faster
or slower than 1.25% compared to the overall economy. We see that as the discount factor decreases

and the TV growth rate increases the stock price increases significantly and vice versa. This ultimately
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results in a share price range between 327.70 USD and 529.74 USD, a standard deviation of
10.65 USD or 11.94%. The share price is more sensitive to the discount rate than to the TV growth

rate; see figure 21.

Lastly, we tested the share price fluctuation around changes in YoY growth of equipment operations
revenue (+/- 3.75%) and gross margin (+/- 0.50%) in FY 24 to check the valuations sensitivity towards
the assumptions regarding the cyclical downturn. With a price in the range of 369.11-415.28 USD and
a standard deviation of only 2.72% the target price shows very low sensitivity to these input factors.
Further tables of the analysis and detailed information on Statistics are displayed in the Consolidated

Appendix.
b) Monte Carlo Simulation

The APV approach includes a broad set of assumptions as tested individually in the sensitivity
analysis. To analyze the impact of all input variables, we have conducted a Monte Carlo simulation.
We altered Ru (both variations), Rd, Re, the TV growth rate and the TV growth of unlevered FCFF
with the same standard deviation as in the sensitivity analysis as visible in figure 24. Additionally, we
included the growth of unlevered FCFF for FY 24 to test the sensitivity towards the cyclical downturn.
We receive an avg. share price of 396.34 USD with a standard deviation of 174.54 USD or 44.04%.

The distribution of all 1000 simulated scenarios can be found in figure 23.

We observe a normal distribution around the mean which is very close to the share price found in the
APV. As we see no single events that could alter DE’s business significantly, we believe that this
simulation includes most possible events. Lacking specific yet somewhat realistic scenarios, we did

not proceed with a scenario analysis.
c) Additional Limitations

Beside the assumptions tested in the Part 1, we like to be transparent and recognize certain

assumptions and limitations we identified.

The APV valuation combines operating- and non-operating cash flow to arrive at a consolidated
expected FCF, discounting and associating both portions of DE’s business with the same risk profile.
With more detail regarding each portions risk profile and their distinctions available, one could increase
accuracy by using an individual discount factor for each portion. However, even though this would

increase the accuracy technically, the impact on the valuation result is likely limited.

As seen in Part 1, the APV valuation's sensitivity to the computed Ru is evident. It's crucial to note
that the D/EV ratio used for Ru calculation was calculated using the book value of debt and the market
value of equity due to the unavailability of the market value of DE’s debt. This might introduce some

limitations.

ESG considerations were incorporated solely through the projection of DE’s cash flows as part of their
business operations. Yet, the computed cost of capital components only account for risk perception
compensation for ESG factors in an indirect way through their different calculation approaches,

despite the perceived materiality of ESG for DE. One could consider analyzing the necessity of an
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additional integration of ESG into cost of capital to provide an even more reflection of the associated

risks.
V) Recommendation

Deducting the target price of 391.89 USD on December 30, 2024, and an expected dividend payment
in FY 24 of 5.53 USD (assuming a stable dividend yield) from the current share price of 364.41 USD
(as of 30/11/2023) results in an upside potential of 33.01 USD in absolute and 9.06% in relative terms.

See figure 25 and 26 for an overview of all valuation methodologies.

Despite DE publishing record results for FY 23, challenges lie ahead, particularly in FY 24, anticipating
the next cyclical downturn in the agricultural economy with a projected -13.55% decrease in total sales

and revenues for DE.

While near-term conditions are challenging, tied to basic human needs with rising projected demand,
DE remains a solid long-term investment. Considering the valuation date, our recommendation for the
stock is HOLD.
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The Deere in Economic Headlights —

Still Running Strong?
Beyond the Storms: A Hold Strategy for Evergreen

Returns in Agribusiness.

e Our recommendation is to HOLD Deere & Co. (DE)
considering a target price of 391.89 USD as of Dec-31-24,
reflecting an upside potential of 9.06% compared to the share
price of 364.41 USD (Nov-30-23).

o While DE and the whole agricultural equipment industry
peaked in 2023, investor sentiment is conservative and
anticipates the next cyclical downturn to hit in 2024 at a
downturn of 10-15% (-13.55% in total sales for DE).

e Dual-industry presence helps DE to navigate through
challenging times, with revenue from construction and forestry
being less affected, still projecting a downfall between 5.-10.00%.

e Despite short-term challenges, DE's exposure to basic
human needs in combination with a rising population suggests
sustainable demand and lasting returns for DE as industry
leader in a longer-term perspective.

e With avg. gross and net profit margins until FY 40 of approx.
37.06% and 18.69% respectively and avg. ROIC, DE demonstrates
strong operational excellence and profitability, indicating a
robust financial position.

e Market trends such as technology integration and
sustainable practices add complexity yet offer growth
opportunities for DE through the implementation of a SaaS-
business model.

Company Description:

Deere & Company (United States) is a globally operating
corporation specialized in the manufacturing and distribution of
various products for agriculture, construction, forestry, and turf care

industries.
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Figure 1: Cumulative Returns Deere & Co. LTM Daily in
USD vs. S&P 500. Source: Refinitiv Database, 2023.

Key Financial Metrics
(Values in USDm)

Total Sales and Revenues
YoY-Growth

FCFF

Net Income attrib. to DE
Net Profit Margin

EPS

YoY-Growth

FY 23
61,251

16.50%
-2,460
10,166

16.60%

35.61

49.30%

FY 24F FY 25F
52,952 52,627

-13.556% -0.61%
19,460 10,451
7,327 7,499
13.84% 14.25%
25.66 26.27

-27.93% 2.35%
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|) Company Overview
The following section introduces the analyzed company.
1) Company Description

Deere & Company, United States (DE or "the Company") is an international corporation,
industry-leading in the manufacture and distribution of a broad range of products for the
agriculture, construction, forestry, and turf care markets.

With sales of 61,251 USDm and a net income attributable to DE of 10,166 USDm in FY 23
(FY ending 31/10), DE was recently able to achieve record breaking results in the history
of the company. In FY 22, the company employed 82,200 FTEs, thereof 38.93% in the
United States and Canada.

Headquartered in Moline, lllinois, DE has expanded its operations across the globe,
serving the needs of farmers, landowners, construction professionals, and more in over
100 countries. Figure 2 shows the regional revenue split.

With a rich history dating back to its founding in 1837 by John Deere himself, the company
has established itself as a symbol for innovation, quality, and reliability in the world of

agricultural and heavy machinery.

2) Business Segments

On a macro level, DE presently distinguishes between Equipment Operations, which refers
to production and sale of agricultural machinery, and Financial Services (FS), which refers
to financing offerings and company-wide financing activities.

Equipment operations is organized in three segments: Production & Precision Agriculture
(PPA), Small Agriculture & Turf (SAT) and Construction & Forestry (CF), with revenues

split as shown in figure 3.

a) Production & Precision Agriculture (PPA)

PPA is the largest operating segment accounting for almost half of the company-wide total
sales and revenues in FY 23 (43.74%). The segment develops and delivers global
equipment and technology solutions to unlock customer value for production-scale growers
of large grains, small grains, cotton, and sugarcane.

The primary products include large and certain mid-size tractors, combines, cotton pickers,
sugarcane harvesters and loaders, as well as soil preparation, seeding, application and
crop care equipment. The PPA segment has only been reported separately since 2018

and was previously reported together with the SAT segment.

b) Small Agriculture & Turf (SAT)

SAT is the second-largest operating segment accounting for more than one fifth of the
company-wide total sales and revenues in FY 23 (22.85%). The segment produces and
sells global equipment and technology solutions to unlock customer value for dairy and

livestock producers, high-value crop producers, and turf and utility customers.
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Main products include certain mid-size and small tractors, as well as hay and forage
equipment, riding and commercial lawn equipment, golf course equipment, and utility
vehicles.

c) Construction & Forestry (CF)

CF has historically always been the smallest operating segment, yet it surpasses SAT in
FY 23 for the first time (24.15% of total sales). The segment offers a broad range of
machines and technology solutions organized along earthmoving, forestry, and
roadbuilding. CF’s primary products include crawler dozers and loaders, four-wheel-drive
loaders, skid-steer loaders, excavators, milling machines, and log harvesters.

d) Financial Services (FS)

Accounting for 7.65% of the company-wide total sales and revenues in FY 23, the FS
segment finances sales and leases by DE dealers of new and used equipment throughout
all divisions. In addition, the FS segment provides wholesale financing to dealers of the
foregoing equipment, finances retail revolving charge accounts, and offers extended

equipment warranties.
3) Ownership and Management Structure

a) Ownership Structure

DE is a publicly traded company with 285.5m common shares in circulation (as of Nov-31-
23), listed on major stock exchanges like the New York Stock Exchange (NYSE) under the
ticker symbol "DE:US” (Refinitiv Database, 2023).

Of these shares, 99.79% are free-float-traded, with a substantial 78.63% held by
institutional investors. The major shareholders are shown in figure 4 (ibid.).

The significant institutional ownership of DE and portion of stocks in free-float signal
confidence in the company's long-term stability, and results in lower stock price volatility
due to institutional investors' long-term strategies as well as increased stock liquidity,
facilitating easier trading. However, it also carries potential risks, as large-scale
divestments by institutional investors can lead to substantial declines in the company's
stock price.

b) Management Structure

John C. May is Chief Executive Officer (CEO) of DE and Chairman of the Board. He joined
DE in 1997, accepted the role of CEO in November 2019 and became Chairman in May
2020. Under his leadership, the market capitalization has more than doubled and
exceeded 100 USDbn for the first time. The senior leadership team composes of 10
people, thereof two are woman. The avg. complete years of service is 21.7 years. As of
January 2023, DE’s board of directors composes of 11 people including May as the
Chairman of the Board. Thereof, four are woman. The avg. complete years of board service

is 7.45 years — again, confirming long-term commitment to the company.
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II) Industry Analysis

The following chapter provides an overview of the industries in which DE operates.

1) Market Size, Growth, and Drivers

DE is a key player in the global agriculture equipment market. It refers to the sale of
various machinery and equipment used in the farming and agricultural industry.

In 2022, the global agriculture equipment market generated a revenue of 156 USDbn
(Market Business Insights, 2023). By 2030, the revenue is expected to reach 236 USDbn
(5.87% CAGR). With sales of agricultural equipment of 35,383 USDm in FY 22 (PPA and
SAT combined), DE holds the largest market share of 22.68%. See figures 5 and 6 for
market sub-segmentation and the geographical market split respectively.

With rising prosperity, Asia-Pacific is expected to exhibit the highest growth of 63.64% until
2028. North America and Europe are projected to growth at slower rates of 48.65% and
33.33% until 2028 (Statista, 2023).

Despite longer-term projections indicating a CAGR above 5.00%, investor sentiment
regarding the agricultural equipment sector is currently pessimistic for the near future as
shown in figure 9. Aside from macroeconomic conditions (see chapter 11)2)), farm income
stands out as a critical driver shaping the state and dynamics of the agricultural equipment
market. It serves as a direct reflection of the purchasing power and financial capabilities of
the primary customers: farmers.

Historically, nominal US net farm income has exhibited cyclical patterns, as visible in
figure 7. Downturns observed between 2005-07 and 2015-19 followed periods of
prosperity in 2011-14 and 2021-22. Despite peaking in 2022 with profits totaling
183,00 USDbn, net farm income is projected to experience a decline of 22.80% in 2023
(USDA, 2023). Assuming a one-year lag in its impact on the agricultural equipment market
and mirroring cyclical trends from previous years, the market is anticipated to undergo a
significant downturn before recovering and entering a new cyclical upward trend. This is
influenced by the reduction of government payments, coupled with rising production costs,
until price normalization is achieved (ibid.).

Canada and North America appear to be the most affected by the cyclical downturn (-
15.00% in 2024), followed by Europe and South America (-10.00%), with Asia-Pacific
experiencing only moderate downturns (Market Business Insights, 2023).

While DE is primarily associated with agriculture equipment, DE is also present in the
heavy machinery market. The market entails forestry, construction, and roadbuilding and
refers to equipment that performs specific construction or demolition functions. It is used
for earthmoving, liting materials, and forestry but also used in infrastructure, residential,
commercial, and industrial building.

In 2022, the global heavy equipment industry was estimated to be worth over
149.70 USDbn and is expected to reach 194.70 USDbn by 2030 (3.80% CAGR)
(Marketsandmarkets, 2023). With sales in the CF segment of 12,534 USDm in FY 22, DE

accounts for a market share of 8.37%.
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The geographical market split is shown in figure 8. China is projected to nearly catch up
with North America until 2027 mainly attributed to the rising infrastructure development.
The markets in North America and Europe are expected to decline by 10.94% and 4.65%
until 2027 (Statista, 2023.).

For heavy machinery, short-term projections exhibit a more robust outlook compared to
the agricultural sector with a projected downturn of 5.00% to 10.00% as visible in figure 9.
Regarding the forestry pillar, global deforestation is projected to be zero by 2030 (Global
Forest Watch, 2023). Although this entails a long-term decline in forestry activities towards
extinction, it is presently associated with downturns in the short term of approx. -25.00% in
2024. However, the construction pillar adds heightened uncertainty. While general
infrastructure expenditures exhibit resilience, capital-intensive mega projects and housing
starts remain significantly impacted by the risen interest rates. This results in an anticipated
decline of approx. -10% to -15% in FY 24. In contrast, roadbuilding activities are considered

consisted over time, particularly in the US market, with no significant changes expected.
2) Macroeconomic Conditions

a) Economic Conditions

Global uncertainties, characterized by multifaceted factors such as the COVID pandemic,
geopolitical conflicts like the Russian-Ukraine war, rising production and commodity costs,
and associated consumer restraint have significantly impacted the macroeconomic
landscape of DE’s business operations in recent years. Overall, the industrial sector
exhibits pronounced sensitivity to economic downturns.

We examined nominal GDP in regions with the highest revenue share as well as non-fuel
primary commodity prices on a US-scale, see figure 10.

Revenue-weighted GDP experienced a sharp decline in 2020 due to the pandemic but is
now in the process of recovery. Yet, YoY-growth in GDP is projected to remain slightly
below pre-COVID levels, with an avg. YoY-growth rate of 2.00% (2023-2028) compared to
2.15% (2013-2019) (IMF, 2023). Inflation or production costs have not been assessed
further as they are reflected within the nominal revenue-weighted GDP expectations.
Non-fuel primary commodity prices (inflation adjusted) demonstrated moderate
fluctuations from 2000-06, with a significant dip and subsequent peak in 2011 (180).
Following a modest decline until 2016, recent years have seen compressed fluctuations at
a level around 150, reflecting overall increasing yet dynamic variations in commaodity
prices. This, again, has implications for farmers' income levels, thereby influencing their
purchasing power concerning DE'’s agricultural equipment (ibid.).

The international scope of DE's operations adds a further layer of complexity. Currency
volatility affects the costs of imported machinery, consequently impacting DE's
competitiveness in foreign markets. Also, products within both industries are inherently
capital-intensive and frequently require external financing on the customer side. Thus, the
rise in interest rates affects customers access to DE's products, thereby dampening overall

demand.
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b) Additional Macroeconomic Conditions

Operating within a multifaceted political landscape, compliance with governmental
regulations, primarily on safety standards, emissions control, import/export restrictions is
mandatory for DE. Government subsidies and incentives for farmers can also influence
demand for agricultural equipment.

The agricultural sector is part of the supply chain that serves one of the most fundamental
human needs: nutrition. Growing global population, changes in dietary preferences, and
evolving demographics are key sociocultural factors influencing the demand for
agricultural products. Food production must increase by 60.00% until 2050 to feed a
population of 9.3 bn people worldwide (FAO, 2023). As normal farming practices would
place too much pressure on natural resources to accomplish that, increasing agricultural
output in a sustainable manner is a key challenge.

Technological innovation like precision agriculture and autonomous vehicles played a
pivotal role in significantly enhancing sustainability within agricultural production while
reducing repetitive tasks. When coupled with digitalization, these innovations can optimize
farming and construction operations, resulting in improved efficiency and increased
productivity. The use of sustainable mechanization can boost land productivity by
enhancing crop quality and decreasing operating times.

With technological innovations being vital success factors, intellectual property protection
and a strong legal foundation gain significant relevance. Essential legal aspects also
include product liability and compliance with safety standards, particularly as agricultural
and heavy machinery must prioritize worker safety.

As for any production-heavy company, DE faces environmental challenges, especially
when looking at greenhouse gas (GHG) emissions. While changes in weather patterns
and extreme events are expected to create demand for specialized products and revenue
growth, the industrial industry is also a major contributor to climate change. Energy-
intensive manufacturing, combustion engines, and usage of pesticides are associated with
the sector. Ongoing efforts on reducing direct and indirect GHG emissions will continue to
be a driving force for market development in the coming years. See section 111)2) for an

analysis of DEs ESG strategy.

3) Competitive Landscape

Please see figure 11 for a Porters Five Forces analysis on each industry and how key

sources of competitive pressure impact DE.
a) Selected Peer Group

To understand DE's place within the competitive landscape, we analyzed its competitors
from two angles to provide a multidimensional approach: area of comparability and degree
of comparability, see figure 12. Throughout this report, only competitors with high or

medium anticipated comparability are further analyzed.
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Figure 12: Competitive Landscape of Deere & Co. Source: Analyst Analysis.

(i) Holistic Competitors

Holistic competitors, like CNH Industrial N.V. (CNHI) and Kabushiki Kaisha Kubota

(Kubota) are present in both the agricultural and heavy equipment industry, see figure 13.

CNHI (United Kingdom) is a multinational corporation maintaining global presence in major
markets worldwide. It operates with two core segments: agricultural equipment and
construction equipment, alongside a smaller financial services division. While CNHI shares
structural similarities and a complementary product portfolio with DE, it is notably smaller
in size, with an enterprise value (EV) at about 17.11% of DE's value. In contrast to DE,
CNHI follows a multi-brand strategy, distributing its products under various brands such as
Case IH, New Holland, and Steyr in the agricultural-, and Case Construction Equipment
and New Holland Construction in the construction segment. In 2022, CNHI's revenue
amounted to approx. half that of DE’s, growing at a slower rate (18.04%) compared to DE's
(26.89%). DE also excels in cost efficiency, achieving an EBITDA margin of 27.32%
(2022), compared to CNHI's 21.00%. Despite its smaller size, CNHI is a noteworthy
competitor to DE, holding a substantial market share of 11.52% in the agricultural and
3.73% in the heavy equipment market.

Kubota (Japan) operates in both markets as well. While DE provides a wider product
range, Kubota specializes in compact and sub-compact tractors, focusing on a similar
customer base. Kubota's EV is notably smaller, standing at around 1/3 of DE's. The total
sales of 20,501 USDm account for 38.99% of DEs, and both companies show similar YoY
growth rates in sales, hovering around 25.00%. One difference lies again in DE's robust
EBITDA-margin and cost-efficiency, with Kubota's EBITDA margin being approx. half the
size at 13.12%. Still, Kubota remains a significant competitor, holding a market share of

4.98% in the agricultural and 5.19% in the heavy equipment market.
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MS: 22.68% 8.11% 3.42% 9.68% (ii) Agricultural Equipment Competitors

60 Agricultural competitors vie with DE’s segments SAT and PPA. Three competitors are
50 o considered relevant here: AGCO Corporation (AGCO), CLAAS KGaA (CLAAS), and
40 30%  Mahindra & Mahindra (M&M). See figure 14 for a comparison of KPls. While DE
30 20% commands the largest market share in 2022 (22.68%; PPA and SAT sales:
20

109 35,383 USDm), the market is not very concentrated. The Herfindahl-Hirschman Index

(HHI) of 986.29 indicates a highly competitive landscape with a diverse set of participants.
0 0%

F P » M&M (India) is a manufacturing company operating in the business segments automotive,

g Q) . . . . .
farm equipment, and technology services. Their farm equipment segment includes

Revenue (USDbn) e EBITDA Margin

tractors, farm machinery, and utility vehicles, which directly competes with DE's offerings.
In 2022, M&M achieved revenues of 15,102 USDm and an EV of 32,667 USDm, making
it 30.90% the size of DE. M&M achieved exceptional YoY sales growth of over 56.00% in
2022, outperforming DE. However, M&M's EBITDA-margin was lower at 16.73% (DE:
27.32%). Overall, M&M holds the third-largest market share in the global agricultural

Figure 14: Agricultural
Competitors KPlI Comparison and
Market Share (MS). Source:
Company Data, 2023.

7P,

Mahindra

equipment market (9.68%).

AGCO (United States) is a global agricultural equipment manufacturer, directly competing
with DE in the same markets. AGCO employs a multi-brand strategy, marketing products
under well-recognized brands like Massey Ferguson, Fendt, and Challenger. While both
companies have a similar global reach, AGCO has a stronger focus on the European
market (50.00% of total revenues in 2022), DE emphasizes North America (53.71% of

equipment operations revenues in FY 22). AGCO's revenues in 2022 were 1/4 of DEs, but

,//AAGCO

g it dominates the European market, holding similar market shares there. AGCOQO's YoY sales
Your Agriculture Company

growth is comparable at 23.16% (2022), with a lower EBITDA margin of 14.46%, improving
more rapidly than DE's. AGCO outperforms DE with an ROI of 22.62% (DE: 14.17%),
reflecting a more efficient and profitable use of capital. AGCO commands an 8.11% share

in the agricultural equipment market, ranking fourth. In September 2023, AGCO

LLIRAAS

MS: 8.37% 16.90% 14.70% 6.59%

announced a joint venture with Trimble, enhancing its technology offering and increasing
competition with DE in the PPA segment.
CLAAS (Germany) is a global manufacturing company, primarily focusing on harvesting

equipment, such as combine harvesters and forage harvesters. While it competes with DE

60
10  in this specific product niche, it does not offer the same breadth of solutions. Operating
50

globally, CLAAS has a stronger emphasis on the European market, while DE is a global

22 zz; leader with a broader reach. As a private company less data is available for CLAAS.

20 CLAAS generated approx. 10.00% of DE's total revenues, with slower growth at 2.66%

" %% YoY vs. DE's 26.89%. DE outperforms CLAAS across all performance indicators analyzed.

i SRS s © o CLAAS holds the smallest market share among considered agricultural competitors, at
e \Lo@q’\% & 3.42% in 2022.

(iii) Heavy Equipment Competitors

Revenue (USDbn) e EBITDA Margin

) ) Heavy Equipment competitors oppose DE's CF segment. Here, the two largest
Figure 15: Heavy Equipment

Competitors KPIs and Market Share

(MS). Source: Company Data, 2023.

competitors are considered most relevant: Caterpillar Inc. (CAT) and Komatsu Ltd.

(Komatsu).
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A comparison of KPIs is shown in figure 15. DE owns 8.37% of the global heavy equipment
market in 2022 (CF sales: 12,534 USDm). Here, the HHI amounts to 949.35 indicating
even lower concentration compared to agricultural equipment market.

CAT (United States) is the world's largest manufacturer of construction equipment
operating in the segments: construction industries, resource industries, and energy &
transportation. While CAT and DE compete and have product overlap in the construction
equipment, particularly heavy trucks, wheel loaders, and excavators, they have different
focuses and strengths. DE primarily targets the agricultural sector, whereas CAT
specializes in heavy construction. CAT's EV exceeds DEs by 34.89% with an EV of
142,584 USDm in 2022. Their total sales are comparable standing at 59,427 USDm (DE:
52,577 USDm). Yet, DE achieved a 10.62% higher EBITDA-margin in FY 22. In the
competitive construction segment, CAT outperformed DE, generating twice of DEs
revenue thereby claiming a leading market share of 16.90%. Despite somewhat similar
financials and competition in one business line, the comparability is only considered
medium due to their distinct primary markets and focus areas.

Komatsu (Japan) operates in three segments: Construction, Mining and Utility Equipment;
Retail Finance; and Industrial Machinery. While Komatsu has a broader focus that includes
mining and military, its primary competition with DE lies in the construction segment.
Geographically, their focuses differ — Komatsu generates only 26.00% of its revenues in
the US compared to DE's 53.71%. In terms of total revenues and EV, Komatsu lags DE,
accounting for 49.85% and 31.91% of DE's value respectively. Both companies achieved
substantial YoY sales growth of over 26.00% in 2022. Yet, Komatsu holds a greater,
second-largest market share at 14.70%, with approx. 9,460 USDm more in revenue in the
construction segment.

With CAT and Komatsu standing as the two dominant players in the industry, jointly
commanding a substantial 31.60% of the global market share, the remainder of the market

is notably fragmented as visible in figure 16.

b) Performance Determinants

Hereafter, we evaluate factors crucial to DE's performance. This includes the unique
competitive advantages, which are often tied to the risk of dependence on their
preservation, thereby resulting in key risks. Refer to figure 17 for a SWOT analysis on DE.
The key risks affecting DE'’s business are summarized in figure 18 ranking each risk
according to the associated risk potential and materiality for DE.

Cyclical Nature of
Agricultural Market

Intense Market
Competition

Challenges in Establishing in
Emerging Markets

Global Economic
Uncertainty

Geopolitical Tensions & Trade
Disputes

Rising Production & Commodity

‘ Reduction of GHG Emissions ‘

Supply Chain Disruptions

Regulatory Changes on Emissions and
Safety Standards

Brand Reputation
Management

Workforce Management ‘

Medium

Dependency on North American
Market

Associated Risk Potential

Execution of M&A
Activities

Low Medium High
Materialitv for Deere & Co.

Figure 18: Key Risk According to their Associated Risk Potential and Materiality. Source: Analyst Analysis.
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(i) Brand Heritage

DE'’s brand “John Deere” is one of the strongest in the industry. It has been in business for
over 180 years with its name being synonymous with quality and reliability. Customers trust
the brand, which helped the company build a loyal customer base. DE has consistently
been ranked as one of the most admired companies in the world by Fortune magazine,
which is a testament to its strong brand reputation. However, this also entails a great
responsibility to preserve the brand and avoid negative associations affecting DE'’s future
success. This applies to activities such as mergers and acquisitions (M&A), which entail
potential to impact the reputation, as well as sensitive issues with a high public profile such

as employee rights and climate change.
(ii) Operational Excellence

On the revenue front, DE benefits greatly from its robust dealer network. DE boasts a
network of over 1,600 independent dealerships in North America (more than 3,800
globally). These dealerships not only grant customers access to DE's products and
services but also provide support and equipment maintenance. The dealer network plays
a pivotal role in DE's business model, enabling the establishment of a strong local market
presence and fostering long-lasting customer relationships. DE’s global presence is a
notable competitive advantage, too. Operating in over 160 countries, DE maintains
manufacturing facilities and distribution centers across various regions, mitigating risks
associated with market dependence or supplier reliance.

From a cost standpoint, DE benefits from its vertically integrated business model. With
strong manufacturing capabilities and a well-organized global supply chain, DE exercises
effective cost control and upholds high-quality standards. Utilizing its extensive dealer
network, DE efficiently distributes products, enabling competitive pricing and sustained
profitability in challenging conditions. Additionally, DE's size, industry-leading position, and
substantial sales volume enhance its negotiating power with suppliers, contributing to
higher margins.

With a gross profit margin of 32.79% (FY 22), DE outperforms its competitors (medium and
high comparability only) across all three segments by an avg. of 8.26%. The same applies
to the net profit margin where DE achieves 13.33% and outperforms respective
competitors on avg. by 7.21%. This showcases DE’s superior operational effectiveness

when compared to its peers as represented in figure 19.
(iii) Innovator

DE has always been at the forefront of technology within the industry. With a 6-year historic
avg. of 4.07% of total sales (2,177 USDm in FY 23), the company invests heavily in
research and development (R&D), well-knowing that their technology center counts as one
of their core competitive advantages. CNHI and Kubota spend similar, yet slightly larger
shares of revenues between 4.00% and 6.00% on R&D. However, given their smaller size,
their investments are smaller in absolute terms and amount to approx. 940 USDm and
1,400 USDm.
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The four main trends in technology affecting DE are the (1) implementation of alternative
energy sources; (2) integration of Al to increase machine precision, (3) autonomous
machinery to increase productivity; and (4) provision of analysis tools for improved
monitoring and evaluation. For all of them, the integration of cutting-edge technology into
hardware is crucial. By that, DE and its competitors are developing equipment that harvests
a new kind of super-crop: data.

However, the technological landscape is rapidly evolving. DE must keep pace with
changes or innovations to remain competitive and stay ahead. Continuing to invest in R&D

is crucial to preserve the innovator-role, yet also a major threat if not achieved.
(iv) Additional Revenue Streams

DE has a history of retaining customers well beyond equipment sale. As most competitors,
they offer standard after-sales services such as maintenance and parts sales through local
dealers. What differentiates DE from most competitors is its ability to offer financing options
to customers through its FS division. This simplifies equipment purchases for customers,
enabling them access to DE products. Offering competitive financing solutions not only
drives sales for DE but also fosters long-term customer loyalty. In FY 23, this
supplementary revenue stream amounted to over 3,300 USDm, constituting 5.46% of the
company's total sales and revenues.

Most importantly, in 2022, DE announced the target to shift 10.00% of its equipment sales
revenues to recurring revenues by 2030. This will fundamentally change the business
model, as it brings in the sense of a software-as-a-service (SaaS) business model. As
mentioned earlier, all key market trends rely on technology integration. Combining well-
known DE hardware with software and subscription models will open new doors to drive
revenue growth. Selling or leasing e.g. the “driverless tractor feature” as an add-on in
subscription models can result in higher margins — lucrative for DE and an attractive
offering for famers given the increase in efficiency it offers.

Ultimately, DE’s ability to make use of “data” and to launch and distribute SaaS-
subscription models grounds their success in the upcoming years. It will be decisive in

determining whether DE can strengthen and maintain its role as market leader.
(v) Emerging Markets

From a geographic standpoint, emerging markets like India, China, and Brazil arise as
promising areas for revenue expansion in the future. These markets, marked by high
population and wealth growth, drive substantial demand for agricultural and construction
equipment. Currently, DE derives 13.96% of its total revenues from Latin America and
8.49% from Asia, Africa, Australia, New Zealand, and the Middle East (2022), indicating
presence in these markets. However, it's notable that DE lacks a dedicated knowledge
center or hub in India, China, or Brazil. Establishing a robust dealer network there will

require time and networking efforts.

Page 10/46



Deere & Company (DE:US) Company Report N VA

50 45%
45 40%
40 ’/‘J 35%
% 30%
25%
20%

15%

10 10%
5 5%
0 0%

2018 2020 2022

Total Sales & Revenues (USDbn)

Gross profit margin

Net profit margin

Figure 20: Evolution Total Sales
and Revenues, Gross- and Net
Profit Margin FY 18-23.

Source: Deere & Co., 2023.

0 20 40 60

2018 |

2019 |12% B

2020 559 [STAIENER

2021 1579 B

2022 [ESHER
2023 [NEZ I

PPA mSAT mCF mFS mOther

Figure 21: Revenue and
Respective Growth Rate per
Segment FY 18-23.

Source: Deere & Co., 2023.

NOVA SCHOOL OF
BUSINESS & ECONOMICS

As these emerging markets gain prominence, competition is set to intensify. Asian-based
competitors like Kubota and Komatsu, along with the Indian M&M, are well-positioned to
leverage their local networks and expertise. This dynamic could challenge DE's position as
an industry leader. Seizing growth opportunities in emerging markets requires early market
entry and strategic use of DE's global presence. A proactive approach is vital to harness
the potential these markets offer and to maintain and expand market share in the face of

rising competition.
lll) Historic Financial and Non-Financial

Performance

This section aims to analyze DE'’s past financial and non-financial performance.

1) Historic Financial Analysis
a) Income Statement

Analyzing DE's financial performance from FY 18-23, we note a consistent upward trend
in total sales (CAGR: 8.59%), see figure 20. This was driven by robust growth in equipment
operations (CAGR: 8.88%), particularly in PPA. This growth was fueled by increased
demand for agricultural equipment, especially in North America and Latin America. Both
regions expanded their share of the regional revenue distribution.

YoY growth in equipment operations displayed high volatility, ranging from -10.36% to
+27.07%. After modest growth in FY 18-19, revenues experienced a significant decline in
FY 20, dropping by over 3,600 USDm due to supply chain disruptions and demand shocks
caused by the COVID pandemic, visible in figure 20. By FY 21, DE rebounded and
exceeded pre-pandemic levels, achieving record-breaking results in FY 22 and FY 23 with
total sales and revenues reaching 61,251 USDm (FY 23). The YoY growth per segment is
represented in figure 21.

DE’s cost of goods sold (COGS) exhibited a slower CAGR of 6.69% compared to sales
resulting in an increase in the gross profit margin, rising from 29.03% in FY 18 to 38.43%
in FY 23. DE's gross profit margin is industry-typical, ranking competitively against CNHI
(28.68%) and Kubota (25.55%).

In 2020, DE introduced the "smart-industrial operating model," emphasizing segment
targets, economic value, and sustainability. Notably, the implementation of recurring
revenues is expected to contribute to DE’s cost-effectiveness.

Bottom-line improvements include a doubled net profit margin from 6.34% in FY 18 to
16.60% in FY 23, attributed to streamlined overhead, COVID-driven workforce

adjustments, digitalization, and low-cost recurring revenues integration.

b) Balance Sheet and Cash Flows

Over the last six years, DE has demonstrated a positive evolution in its balance sheet,
marked by a substantial increase in total assets, growing by 33,979 USDm at a CAGR of
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6.81% from FY 18-23. This growth is attributed to ongoing investments in manufacturing

plants, equipment, and strategic initiatives.

During the period, DE made 47 acquisitions with a combined deal value of approx.
19,400 USDm, with a significant portion occurring and electrification, and entry into new
markets. It is an essential part of DEs growth strategy ensuring DE competitive

advantages.

The debt-to-equity (D/E) ratio peaked in FY 19 at 4.0 but has decreased to below pre-
COVID levels, currently standing at 2.65 (see figure 22). During the pandemic, DE
adjusted its capital structure to proactively mitigate risk and ensure solvency. DE
historically maintained strong liquidity with high current and quick ratios above 6.00 along
with a cash ratio above 0.50, with cash and cash equivalents representing about 10.00%
of total sales and revenues. During the pandemic, DE adopted a precautionary approach,
decreasing their leverage and increasing cash and cash equivalents to above 19.00% of
total sales and revenues. After the pandemic, DE has decreased its cash to pre-pandemic

levels and is now relevering its business.

Aligned with the overall analysis, DE's cash conversion cycle (CCC) displayed a positive
trend. Despite a peak of around 27 days in FY 19, by FY 22, DE significantly improved its
CCC, with a three-year avg. of approx. -16 (FY 21-23). This indicates strong progress in
cash management, emphasizing DE's efficient working capital management. DE's ability
to collect receivables in approx. 43 days while comfortably waiting around 143 days for the
payment of payables results in a negative CCC, signifying efficient working capital
management. Also, as DE provides financing solutions to customers, it allows DE to control
credit terms and ensure quicker payments which results in a faster cash conversion. The
CCC implies that DE can collect cash from customers before having to pay their own
suppliers. A benchmarking with key peers is shown in figure 23, where DE clearly

outperforms its competitors.

Despite the solid growth observed in both the income statement and the balance sheet,
DE's unlevered free cash flow to firm (FCFF) averages at -1.16% of total sales and
revenues, showcasing high volatility in YoY growth, visible in figure 24, primarily attributed
to changes in financing receivables. As these are linked to the financing offerings provided
to DE’s dealers through the John Deere Capital Corporation for products within equipment
operations, an increase in FY 20 due to higher financing needs during COVID and a stall
in FY 22 due to increased interest expenses appear as a logical explanation.

Capital expenditures (CAPEX) stayed relatively constant at around 1,150 USDm in FY 19
and FY 22 (2.50% of total sales on avg.). Driven by higher uncertainty during COVID,
CAPEX was reduced to slightly lower levels during FY 20-21.

c) Stock Performance and Dividends

Over the past six years, DE's stock has demonstrated strong growth of 182.48%. Despite
price fluctuations from 110 USD to 170 USD between Oct-2018 and Mar-2020, it rose to
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424 USD in Apr-2022. Since then, the stock price has displayed dynamic movements, with
a 52-week high and low of 446.33 USD to 345.98 USD. See figure 25.

DE's dividend yield stands at 1.41% which is favorable compared to sector, country, and
global averages (0.44, 0.25, and 0.37, respectively). However, direct competitors like CNHI
and Kubota exhibit higher dividend yields (3.42% and 2.14%, respectively).

Over the past six years, DE's payout ratio averaged at 24.61% of mid-cycle earnings. In
FY 23, it decreases to 14.04% to keep the dividend increase moderate despite the
substantial increase in EPS (+49.30% compared to FY 22). This conservative payout
policy positions DE with financial capacity for strategic investments. In contrast, CNHI and
Kubota have payout ratios at 22.92% and 14.60% (2023). DE's annual dividend for FY 23
is 5.00 USD per share, marking more than three consecutive years of increases,

showcasing financial stability and the ability to sustain consistent future dividend payments.

2) ESG Analysis

As explained in section 11)2)b), ESG-performance is a crucial driver for both industries in
the upcoming years, being asked by a diverse set of internal and external stakeholders.
Figure 26 represents a comparison of the overall ESG performance of DE and relevant
competitors. DE encompasses a low ESG risk rating of 19.9, outperforming the mean of
its competitors standing at 24.18 (Sustainalytics, 2023).

a) Environnement

(i) Production process

From a production standpoint, DE is highly committed to reducing its environmental impact.
With ambitious goals for FY 30, the company aims to cut operational CO2e (CO2 and
equivalent GHGs) emissions by 50.00% and to reduce upstream and downstream CO2e
emissions by 30.00%. However, many competitors state similar goals in reducing GHG
making DE’s objective less special, yet not less ambitious — e.g. AGCO plans to run their
production on 60.00% renewable energy by FY 26.

Still, DE's efforts to lower GHG emissions in their production are not just a matter of
environmental stewardship but also have direct financial implications. In October 2022, DE
amended its credit agreements linking interest expenses to environmental impact. This
implies that failing to meet emissions targets result in a penalty rate, while exceeding these
targets leads to favorable adjustments. Alongside these financial incentives, DE is aims to
reduce waste intensity by 15.00% and decreasing freshwater consumption intensity by

10.00% at water-stressed manufacturing locations.
(ii) Products

On the product front, DE is working to limit the environmental impact of its products. Key
to this strategy is the exploration and implementation of alternative propulsion systems,
including battery-electric and alternative fuels, to substitute traditional diesel-powered
engines. By FY 26, DE plans to introduce over 20 battery-electric or hybrid-electric models
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in the CF segment. Additionally, a range of electric options is being developed for turf-care
and compact-tractor products.

DE is focusing on enhancing agricultural efficiency, with goals to improve nitrogen use
efficiency by 20.00%, increase crop protection efficiency by 20.00%, and reduce customer
CO2e emissions by 15.00% by 2030. Also, DE is dedicated to increasing product
circularity, aiming for 95.00% recyclable product content, ensuring 65.00% of product
content is sustainable material, and aiming for a 50.00% increase in remanufacturing

revenue by FY 30.

b) Social

DE demonstrates strong commitment to social responsibility through various initiatives. DE
significantly invests in charitable contributions, focusing on global food insecurity,
agricultural education, and support for underserved farmers. DE supports initiatives to
assist black farmers and programs for native American youth in agriculture and invests in
funds aiding minority-owned businesses. Recognized for responsible citizenship, DE
contributes to food banks and works on hunger relief. Their precision agriculture technology
helps meet growing food demands efficiently. Employee involvement in philanthropy is
encouraged, amplifying the company's social impact.

c) Governance

DE exhibits strong governance practices integral to its ESG profile collectively highlighting
a solid governance structure. Their supplier diversity strategy, initiated in FY 21, prioritizes
economic development through collaborations with diverse suppliers. DE’s compliance
framework, highlighted by continuous training, fosters an ethical corporate culture. DE’s
human rights commitment is reflected in detailed conduct codes, ensuring fair practices
across their value chain. Furthermore, responsible political engagement through the John
Deere Palitical Action Committee (JDPAC) showcases ethical political advocacy, adhering
to strict legal standards. However, from a management perspective, holding both CEO and
Chairman roles, May's dual position raises concerns of power concentration and reduced

oversight. For better governance, separating these roles is generally preferred.

V) Forecasted Financial Statements

Below, the rationale of the forecasted financial statements is outlined.

1) General Forecasting Approach

The forecasting methodology entails projecting DE’s income statement and balance sheet
up to FY 40. Each line item in the forecasted statements is underpinned by specific
assumptions. We've applied varying levels of prioritization, directing our efforts based on
the item's relevance for valuation purposes. Beyond revenues, we categorized all items

towards their impact on the valuation:
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a) Revenue Model (Equipment Operations): Our main priority has been on
meticulously forecasting DE’s revenue derived from equipment operations,
recognizing it as the primary driver of DE’s financial statements.

b) Items with significant impact on valuation: Each items’ forecast is subject to
specific assumptions which will be explained below.

c) Items with insignificant impact on the valuation: When appropriate, we projected
these items by utilizing an historic ratio to sales or other logically connected items.
Alternatively, we used an avg. historic growth rate. Refer to the valuation model for

further explanation.

Subsequently, we use the results from the income statement and the balance sheet, along
with assumptions regarding the use of cash, to construct the cash flow statement. This
methodology ensures the coherence of our financial statements, providing an accurate
reflection of DE'’s financials throughout the forecasting period.

We applied a forecasting period of 17 years with FY 24 as the first and FY 40 as the last
forecasted years, given that the growth rate of unlevered FCFF begins to stabilize after 15
forecasting years. The forecasting period is divided into the "detailed planning period” (up
to and incl. FY 30), where we utilize detailed market forecasts and apply distinct
assumptions, and the "approximation phase" (up to and incl. FY 40), which adopts a more
conservative approach and aligns expectations with the long-term growth, acknowledging

rising uncertainty over temporal distance.

2) Forecasted Income Statement

Following a record net income of 10,166 USDm, a sharp cyclical decline of 2,839 USDm
is anticipated in FY 24. Recovery to FY 23 levels is expected by FY 28, with gradual growth
reaching 16,468 USDm in FY 40. Refer to appendix VIllI)3)c) for visual representation.

a) Operating Sales and Revenues (Equipment Operations)

As mentioned, we place most significance on projecting equipment operations revenues
as they historically accounted for approx. 90.00% of total sales and revenues. We employ
a dual short- and long-term approach for a confident and resilient forecast, with a gradual
shift from 65.00% short-term weight in FY 24 to 0.00% from FY 31 onwards (see appendix
VIiI)3)a)). While the long-term model indicates broader trends and fundamentals shaping
the segments future, the short-term model allows us to incorporate sensitivity to immediate

fluctuations. The drivers and coefficients of each model are visible in figure 27 and 28.
(i) Long-Term Model

The long-term model aims to identify historic growth patterns for each segment's drivers.
A linear regression is employed to quantify the strength of the linear relationship between
the driver and the segment's growth and assign a coefficient to each driver.

We calculated the sum of squared errors (SSE) between the drivers' growth and the
segment's revenue growth and set the coefficients with the objective of minimizing SSE,

explicitly avoiding the constraint of summing all coefficients to 1. Making coefficients sum
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to 1 in a linear regression is impractical as they represent the individual impact of each
variable, and their scale is determined by units of measurement, making normalization
arbitrary and irrelevant to their interpretation. See appendix VIII)3)b) for regression
statistics. Ultimately, we refer to sophisticated, source-based forecasts of each driver which
we then multiply with the respective coefficient to arrive at the long-term model indicated
growth rate for each segment.

We accept somewhat limited statistical significance in the regressions but remain steadfast
towards the robustness of the approach, firmly believing that no driver will exhibit statistical

significance when viewed from mathematical and causal perspective.
(ii) Short-Term Model

The short-term model captures drivers particularly reflecting changes in YoY-growth in the
short-term which may be offset in the long-term view. As higher accuracy can often only
be reached with a shorter time span, implementing explicit, source-based predictions of

the near future help us to increase the forecasts’ reliability.
(iii) PPA and SAT Revenue

Given that PPA revenue has been reported separately only since FY 18 and was
previously consolidated with SAT, both long-term models share the same causal
interpretations and similar datasets, only resulting in slightly differing coefficients due to
varying data during FY 18-23.

In the long-term model, we observe that revenue-weighted GDP growth (IMF, 2023), the
S&P GSCI Agriculture Index (Bloomberg Database, 2023), and US Farm Net Cash Income
(USDA, 2023) exhibit growth patterns similar the historic growth of the PPA and SAT visible
in figure 29 and 30.

The IMF provides sound projections of the overall economic health represented by the
GDP. While GDP is projected to exhibit slower growth of 1.59% in FY 24, it is expected to
stabilize at levels around and beyond 2.20% from FY 26 on.

The S&P GSCI Agriculture Index showed cyclical fluctuations in historic years, matching
with PPA and SAT revenues. Since there is no forecast available, we use the 10-year
historic average of the YoY-percentage change of -0.71% during the forecasting period.
As this represents the long-term mean of cyclical fluctuations in the back look, the same
can be assumed for the outlook, too.

As mentioned earlier, farm income stands out as a critical determinant shaping the
agricultural equipment market. It mirrors the purchasing power of the primary customers in
the PPA and SAT segment. Historically exhibiting cyclical patterns, inflation-adjusted US
net farm cash income is projected to decline by 26.52% in 2023 (ibid.), influencing PPA
and SAT revenues with a one-year lag. According to USDA, the significant downturn is
influenced by reduced government payments and rising production costs until price
normalization and recovery is achieved. The USDA foresees slight recovery in 2027, with
modest cyclical up-and-down movements in YoY-growth until 2032. Beyond, we continue
the forecast with a 7-year avg. until 2040.
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Multiplying each driver’s YoY growth by its respective coefficient yields a moderate decline
of -4.54% in FY 24, followed by immediately and ongoing recovery exceeding 4.00%. YoY-
growth declines towards 3.00% from FY 33 on and stabilizes at 2.58% from FY 37
onwards.

In the short-term models for both PPA and SAT, we incorporate cash expenses on
machinery, tractors, and self-propelled machines as a percentage of the previous year's
US farm net cash income (USDA, 2023). This allows us to anchor our projections even
tighter to the expenditures of US farmers on agricultural equipment — essentially the
inverse of DE's revenues. As these cash expenses are available only in retrospect, we use
a 5-year historic avg. of the ratio of expenses to the previous year's US farm net cash
income to estimate these values. By including this in the short-term model, we aim to put
additional emphasis on the cyclical drop expected in FY 24.

For the SAT short-term model, we apply the PPA short-term model as explained above but
with a reduced weight of 65.00%, accounting for SAT's farm-related revenue streams. To
consider the non-farm related revenue, especially turf equipment, we include the turf
equipment market CAGR of 4.50% with a weight of 35.00% (Persistence Market Research,
2023). This reduces SAT's exposure to the agricultural equipment and its cyclical
downturn, resulting in a more moderate decline of 15.66% in YoY growth in FY 24 (vs. -
18.82% for PPA), yet followed by a slower recovery until FY 32 compared to PPA. After
the short-term models only forecast until 2030, both revenue streams grow at similar rates
in the period thereafter, reaching 3.76% in FY 33 and gradually declining towards a

constant level of 2.61% from FY 37 onward.

(iv) CF Revenue

For the CF long-term model, GDP growth expectations remain the primary driver. Given
that the CF revenue stream comprises roadbuilding, construction, and forestry, we aim to
capture the dynamics of all three in our long-term projections.

Regarding roadbuilding and construction, the S&P Construction Machinery & Heavy
Trucks Index growth with a one-year lag shows similar growth patterns as the CF segment.
The index effectively reflects trends in the construction machinery and heavy trucks
industry. Utilizing the 10-year historic avg. of the YoY percentage change of 11.42%, we
assume this as the long-term mean of cyclical fluctuations.

Additionally, we consider 2-year lagging global deforestation as a measure for activity in
the forestry pillar. Global deforestation is expected to be zero from 2030 on (Global Forest
Watch, 2023). We assume that with zero deforestation, DE’s forestry-related sales will
show a steady decline as there will be less demand for such equipment. Yet, we remain
conservative regarding the execution of global sustainability and deforestation initiatives
and set 2035 as the zero-year. Anticipating that forestry activity will not decrease to zero
within the forecasting period, we apply a logarithmic decline logic with a constant YoY-
change of -16.23%.
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Overall, the CF long-term model implies a YoY-growth of 3.72% in FY 24, rising and
staying beyond 5.00% until FY 29, and gradually declining towards 2.44% in FY 37, where
it remains steady.

In the CF short-term model, we include projections of the global construction equipment
market growth at a weight of 75.00%. According to Statista (2023), the market is projected
to growth from 157,060 USDm in 2022 up to 234,600 USDm in 2030 exhibiting 49.37%
growth over the span of 8 years. Yet, we believe that DE will not be able to hold its market
share of 8.37% (2023) in the long-term, given that its primary efforts are in the agricultural
segment and the global construction equipment market is already very competitive and
granular. Therefore, we incorporated slight deductions in market share of 0.85% in total in
FY 24 and FY 25. Lastly, we included the earlier explained deforestation-driver at a weight
of 25.00%. Notably, this is not a case of thoughtless double counting. Rather, we want to
put more relevance on this driver in the short end than the weighting of the long-term model
provides in the early forecasting years as we assume this factor to have significant
influence.

Weighting both short- and long-term model yields the most moderate decline in YoY growth
of 6.75% in FY 24 for CF compared to all operating segments. However, the CF segment
takes longer to recover and only reaches above 3.00% YoY-growth beginning from FY 29
on and peaks in FY 31 at 4.31%. It gradually declines towards 2.44% in FY 37 where it

enters a steady state. Refer to figure 31 for the evolution of the drivers.

Combining all segments, equipment operations revenue is projected to experience a
drastic cyclical downturn of 14.81% in FY 24, with no real growth in the following two years.
From FY 29 to FY 35, growth trends hover between 3.00% and 4.00%, gradually declining
to 2.54% in FY 37, where it remains.

b) Operating Expenses (OPEX)

While we anticipate the operating net profit margin to decrease from 18.62% in FY 23
(38.43% for gross profit margin) to 13.63% in FY 24 (31.80%), we project a faster recovery
and increase up to 21.76% in FY 30 (38.25%) followed by moderate growth towards
22.40% (38.97%) in FY 40. The main drivers for this are COGS, R&D, SG&A, and interest
expenses with COGS holding the highest weight at approx. 83.85% in the 6-year historical

data, characteristic for a manufacturing company.

When estimating COGS, we considered the increasing levels of recurring revenue, which
DE aims to raise to 10.00% of equipment operations revenue by FY 30 starting in FY 23.
Beyond FY 30, we anticipate recurring revenue to grow more conservatively, adding an
additional 0.10% to recurring equipment operations revenue each year. Assuming this
recurring revenue primarily comes from services and data-driven subscription models, we
project COGS relative to non-recurring equipment operations revenue which require
relevant amounts of material costs. Recent FY 23 data shows a gross margin increase of
5.76%, compared to a relatively stable avg. of 32.67% from FY 18-22.
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Acknowledging the anticipated cyclical downturn, we assume the FY 23 margin is a
positive outlier, and FY 24 will exhibit a drastic drop to 31.80%, driven by negative industry
dynamics and increased production costs not immediately offset by adjusted prices. We
expect the gross margin to recover by FY 30, reaching 38.25%, slightly below pre-peak
times, and maintain this level relatively stable until FY 40. Slight improvements from FY 30

on only stem from the increase in recurring revenues as visible in figure 32 and 33.

In the analysis of R&D expenses, we connected DE’s reinvestment levels with equipment
operations revenue, providing a standardized metric to evaluate the DE’s commitment to
innovation in the broader context of its overall performance. Over the 5-year historical avg.,
the R&D expenses-to-sales ratio stood at 4.70% (excl. FY 23). Despite a substantial
absolute increase associated with the peak in equipment operations sales in FY 23, the
ratio experienced a slight decline to 3.90%. Conversely, with the anticipated drop in
revenues in FY 24, we project a rebound in the ratio to 4.50%, equivalent to the 6-year
historic avg. (incl. FY 23). This projection aligns with our expectation that R&D expenses
will be maintained at a medium-high level, a strategic necessity for DE to uphold its market
positions and innovator role. Moreover, considering the capital-intensive nature of
upcoming product advancements and innovations, particularly regarding e-mobility and Al
usage, sustaining this level of investment becomes crucial for DE's continued success.

When considering SG&A expenses, we linked their growth to our expectations for non-
recurring equipment operations revenue per FTE and the past level of SG&A per FTE. As
a manufacturing company, DE’s ability to generate revenue from product sales is
dependent on the required workforce, vice-versa impacting the cost base. Historically, non-
recurring equipment operations revenue per FTE averaged at 0.52 USDm and SG&A
averaged at 0.048 USDm per FTE which be both assume to remain stable throughout the
forecasting period. We anticipate a significant decline of approx. 50.00% in SG&A for FY 24
attributed to reduced revenues and the normalization of revenue per FTE, which peaked
at 0.63 USDm in FY 23. We believe that the heightened efficiency was an exceptional

occurrence driven by the spike in demand and should be viewed as a positive outlier.

As interest expenses are reported at a segment level, this facilitates their allocation to the
operating expenses of each segment. They follow an analogous interpretation to interest
income, signifying the COGS on the financing plans offered and recognized within interest
income per segment. It is important to distinguish these expenses from the overall funding
strategy. For interest expenses within the three operational segments, we consistently
observe a percentage relative to total debt outstanding, which stands at 0.19% for PPA,
0.30% for SAT, 0.15% for CF, and 1.97% for FS. We utilized this metric to project interest
payments.
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c) Non-Operating Activities
(i) Non-Operating Sales and Revenues

Non-operating sales and revenues are mostly stemming from the non-operating activities
accounted in interest income and other income. While their growth is mainly linked to
equipment operations revenue, changes in absolute terms during the detailed planning
period are moderate due to their smaller amounts. Projected to reach 5,223 USDm in
FY 28 (vs. 3,341 USDm in FY 23), they are expected to grow to 5,492 USDm in FY 40,

constituting 6.81% of total sales and revenues by then.

Interest income mainly originates from financing plans extended to dealers via the John
Deere Capital Corporation. We anticipate that a portion of equipment products sold is
financed through these offerings. Thus, we assume a correlation between growth in
equipment operations sales and interest income and employed a historical ratio as a
forward-looking indicator. Yet, we made us of the very granular data available and linked

each segments interest income to the respective segment sales.

Within other income, insurance premiums and fees earned represent a significant portion,
primarily tied to extended warranties sold for the company's products. For this and most
other items within other income, we anticipate that there exists correlation between
equipment operations sales and additional revenue streams such as trademark licensing
and services. We do not anticipate further gains from operating lease dispositions, as this
was a one-time event in FY 21-22.

(ii) Non-Operating Expenses

In a 6-year retrospective analysis (FY 18-23), non-operating expenses constituted approx.
2.17% of DE's total expenses, averaging at 765 USDm in absolute terms. In the forecast,
we see a gradual increase in the portion of non-operating expenses to 2.34% of total
expenses by FY 40. However, this increase is not driven by the non-operating expenses
themselves; rather, it stems from the incremental decrease in the total cost base attributed

to the rise in recurring revenues.

The non-operating net profit margin averages at 51.63% (FY 18-23). Throughout the
forecast, the margin increases to an avg. of 58.56%. This is due to non-operating sales
being tied to equipment operations sales, resulting in faster growth compared to the non-
operating expense items, which are mostly linked to the balance sheet.

The primary non-operating expense items are operating lease disposition losses and
impairments, insurance claims and expenses, and pension benefit expenses.

For operating lease disposition losses and impairments, we have associated them
with the operating lease assets themselves and projected them as a percentage of the

balance sheet item, ensuring a direct link to this particular asset category.

In the case of insurance claims and expenses, we've tied them to the amount of
outstanding product warranties noted on the balance sheet. This association allows us to

anticipate the expenses based on the expected warranty claims.
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Pension benefit expenses are related to the liabilities stemming from pension obligations
recognized on the balance sheet, which are ultimately contingent on the number of FTEs.
Please see the SG&A forecasting approach for FTE projections.

Non-operating expenses also encompass accounting components, which either offset
each other in the consolidated view or are subject to significant complexity and uncertainty,

such as foreign exchange losses, and are therefore set to zero.

d) Financial Activities

DE'’s financial income after taxes has contributed on avg. to 2.29% of the net income
attributable to DE over the six-year retrospective analysis. In the projection, we anticipate
a decline to an avg. contribution of 1.13% to net income throughout the forecasting period.
This decline is driven by the elimination of one-off income effects, which outweigh the
exclusion of intercompany expense items in the consolidated view.

As part of the overall funding strategy, DE periodically transfers certain financing
receivables into special purpose vehicles within their asset-backed securities program.
Those entities then issue retail notes (short-term securitization borrowings in BS) on which
DE receives interest payments, recognized as finance income (accounting for less than
2.00% of total sales on avg.). Consequently, the growth in short-term securitization
borrowings, linked to the growth in net debt and EV, is utilized to project finance income.
This leads to a gradual increase in the portion of non-operating sales over time, as the EV
grows slightly faster than equipment operations sales.

Other financing income arises from gains on previously held equity investments and
investment income. Gains on previously held equity investments occurred only in FY 22-
23 and are considered a one-off payment and, therefore, projected as zero for the forecast
period. Investment income is assumed to remain constant in the future, as the specific
investments held by DE are not disclosed.

On the expenditure side of financing activities, interest paid on the company's debt
financing represents a significant component. We applied the same methodology used for
the operating segments and observe a consistent percentage relative to total debt
outstanding of 1.97% for FS and 0.69% for Corporate and employed this metric to forecast
interest payments. Interest expenses for the intercompany segment are anticipated to
converge to net zero in the consolidated view.

Provision for income taxes have been forecasted using the statutory tax rate of 21.00%.
Given the unpredictable nature of tax adjustments and no loss-making years are projected,
these have been set to zero. Thus, the statutory tax rate equals the effective tax rate
throughout the forecasting period.

3) Forecasted Balance Sheet

Despite DE'’s total assets peaking in FY 23 at 104,087 USDm (+15.61% to prior year) our
forecasting assumptions anticipate a drop of 9.03% to 94,687 USDm for FY 24.
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Growing at slower pace compared to the income statement, FY 23 values are only reached
by 2032 ultimately standing at 136,822 USDm in FY 40.

a) Invested Capital

Looking at invested capital includes operating and non-operating assets net of the
respective liabilities. This has significant influence on the debt, as explained later.

(i) Operating Assets

In a 6-year retrospective analysis, operating assets constituted 87.90% of DE’s total
assets, serving as the primary driver of the balance sheet. Given no identified reasons for
changes in the balance sheet structure, the portion of operating assets remains consistent

throughout the forecasting period.

Financing receivables, the most significant operating assets at over 45.00% of the total,
are linked to the financing offerings provided by the John Deere Capital Corporation's for
products within the equipment operations. We assumed that the receivables are correlated
with equipment operations sales and forecasted them as a historic percentage of the non-

recurring equipment operations sales (82.00%).

Trade accounts receivables have been forecasted using a similar approach, but with the
distinction of using revenues specific to the business lines to forecast PPA, SAT, and CF

levels on a standalone basis.

We evaluated DE’s working cash needs by examining the proportion of working cash to
non-recurring equipment operations revenue. DE traditionally maintains around 10.00% of
this revenue for operational liquidity, despite higher cash reserves during FY 20 and FY 21
at 22.60% and 20.18%, respectively due to precautional measures following the outbreak

of COVID. We employed 10.00% as our forecasting metric as represented in figure 34.

Equipment on operating leases includes leased machinery for equipment machinery
production, adaptable to demand. We applied the FY 22-23 avg. ratio of non-recurring

equipment operations revenue (13.21%) throughout the forecasting period.

DE’s inventories include finished goods and parts, raw materials and supplies, work-in-
process, and a Last-In, First-Out (LIFO) adjustment. The unadjusted inventory level is
derived using the avg. days of inventory outstanding of 84 days (FY 18-22) to forecast total
FIFO inventory. We applied the historical distribution to the four inventory components to
obtain pre-adjustment inventory levels. Maintaining a historically stable ratio of 8.22% of
total assets, DE's inventory management is deemed effective, with finished goods and

parts comprising the largest portion, averaging around 64.00%.

Property, Plant & Equipment (PP&E) is the primary non-current operating asset. We
project them to grow as a percentage of non-recurring equipment operations revenue,
using the 5-year avg. as the future metric. With a ratio of 15.67%, DE aligns with the
industry benchmark of 10.00% to 20.00% common for manufacturing companies. It's
noteworthy that DE deducts depreciation, forecasted as a constant 55.20% of unadjusted

PP&E throughout the forecasting period.
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For deferred income tax assets, we netted them against the corresponding deferred
income tax liabilities. We utilized the net deferred taxes from the prior year and applied the
avg. ratio of deferred tax assets to liabilities to project both positions.

(ii) Operating Liabilities

Operating liabilities equaled 17.00% of DE'’s core assets in the 6-year retrospective view
on avg. Yet, we project them to grow to an avg. of 22.23% of core invested capital, with a
notable 6.96% increase from FY 23-24, primarily due to a backlog in trade payables.
Despite DE’s core assets being sensitive to revenue fluctuations and it's decline in FY 24,
core liabilities are anticipated to grow by 23.10% in FY 24.

DE’s avg. payable period hovered steady at 149 days (FY 20-23), compared to lower levels
at around 130 days in earlier years resulting in a gradual backlog in supplier payments.
This cash management strategy is expected to continue for three more years tied to the
projected downturns in net income. From FY 27 on, we apply a payback period of 144
days, thereby reducing the core liabilities to core invested capital ratio. This logic applies
to both accounts payable and accrued expenses. Given their subcomponents, we

maintained a consistent distribution.
(iii) Non-operating Assets

In a 6-year retrospective analysis, non-operating assets constituted 12.10% of DE'’s total
assets, serving as a subordinate driver of the balance sheet.

Current non-operating assets entail marketable securities and securitized financing
receivables. DE describes marketable securities as securities held for sale which we
assume to remain constant in present value terms. This means that after DE discounts
these assets at the "applicable benchmark yield curve plus market credit spread," we
projected a growth rate of 3.60% based on the 10-year US yield, along with an additional
0.75% to account for the current market credit spread for DE. Regarding the financing
receivables used in the ABS-program, we've noted that DE utilizes approx. 15.41% of its
financing receivables for this program which we assumed to remain constant throughout

the forecasting period.

Accounting for around 5.00% of totals assets and subordinate impact on the valuation
result, the non-current portion of non-operating assets was mostly forecasted to grow in
proportion to revenue, except for retirement benefits, linked to the number of FTEs.

(iv) Non-operating Liabilities

Non-operating liabilities equaled 64.83% of DE’s non-operating assets in the 6-year
retrospective view on avg. with a gradual decrease from 87.43% in FY 19 to 39.06% in
FY 23. The forecasting foresees a stable level at around 45.00%. Like the operating
section, non-operating liabilities don't decline with revenues yet show small positive
changes in YoY-growth, linked to the projection of the avg. payable period. The non-
operating portion is less affected by the backlog in payables due to the smaller share of

account payable to total non-operating liabilities.
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Retirement benefits were projected based on the number of FTEs, as explained earlier.
Redeemable noncontrolling interest arises from a call option to purchase the remaining
ownership in Kreisel by FY 27. It is forecasted to remain at its FY 23 value of 97 USDm

until FY 27 and cease to exist thereafter.
b) Financial Liabilities

Financial liabilities are categorized into four segments: short- and long-term borrowings,
dividends payable, and accrued interests. Borrowings constitute the most significant
portion, with long-term borrowings holding the highest share.

Historic data reveals that long-term borrowings consistently accounted for just under 2/3 of
the total debt, except in FY 20-21 when management increased cash reserves to reduce
risk. Based on this pattern, we assume that long-term debt will persistently represent 2/3
of the total debt. Vice-versa, short-term borrowings averaged just under 1/3 of total debt
and are expected to hold this proportion in the future. Approx. 1.00% of outstanding debt
is allocated to accounts payable and accrued expenses.

The management's strategy of deleveraging in FY 20-21 is evident in the development of
the D/E ratio. As the uncertainties of the pandemic are left behind, DE’s management
intends to re-leverage the company to pre-COVID levels. We, therefore, assume the capital
structure to change until it reaches the aimed pre-COVID level where it remains constant
from then on. More detailed, we anticipate a slight decline in the D/E ratio in FY 24 due to
the cyclical downturn, followed by an increase between 11.00% and 13.00% in the next
three years. The ratio reaches the target of 3.89 in FY 27, remaining constant thereafter,
aligning with the avg. D/E ratio of FY 18-19 (3.89; calculated in book values); see figure
35. With the debt structure clarified we employed the following equation together with the
target D/E ratio to arrive at the absolute values of total debt:

Total Funds Invested + Excess Cash = Debt + Equity.

4) Cash Flow Statement

Based on the above projections, DE's unlevered FCFF averages approx. 17.00% of total
sales and revenues throughout the forecasting period. Notably, FY 24 shows a significant
increase compared to FY 23, arriving at a FCFF of 19,460 USDm as represented in
figure 36. This is attributed to deductions in revenue-related assets showcasing the
change from record-high in FY 23 to the drastic cyclical downturn in FY 24.

The YoY-growth in core FCFF stabilizes from FY 33 onwards, gradually decreasing from
6.73% to 2.90% in FY 40 thereafter. Utilizing core FCFF and the NOPLAT to compute the
reinvestment rate which implies a stable growth rate of 2.20% from FY 28 on, which was
subsequently applied as the terminal value (TV) growth rate.

CAPEX has not been projected separately. While they remain important for maintaining
physical assets, as explained e.g. in the PP&E projections, we consider R&D expenses

more critical in driving innovation and DE'’s performance.
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rf 4.51%
MRP 4.35%
Tax Rate 21.00%
Equity Beta 1.024
Re 8.96%
Rd 5.60%

7.69%
7.68%

ru (changing; until FY27)
ru (constant; from FY27 on)

D/E ratio from FY27 on
D/EV ratio from FY27 on

79.57%
389.36%

TV Growth Rate 2.22%

Figure 37: Cost of Capital Overview.
Source: Deere & Co., 2023; Analyst

Analysis.

Cost of Borrowings 5.55%
Credit Spread Comparable

Companies 5.17%
CDS spread implied 5.25%
Competitor Debt Beta 6.43%
Cost of Debt 5.60%

Figure 38: Computed Cost of Debt
per Approach.
Source: Deere & Co., 2023; Analyst

Analysis.
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V)Valuation

This chapter presents the results of the valuation of DE as of December 31%, 2024. We
applied the valuation methodologies according to Koller & McKinsey & Company Inc.
(2020) and Berk & DeMarzo (2023.)

1) Cost of Capital

The computation of DE’s cost of capital comprises two essential components: Cost of debt
(Rd) and cost of equity (Re). To ensure the robustness of our calculations, we employed
diverse approaches to derive results. Refer to section V)5)a) for a comprehensive
sensitivity analysis. Given that both parameters partially rely on the CAPM, we utilized a
risk-free rate proxy. This proxy was derived from DE’s long-term inflation exposure,
weighted by geographical revenue origin, and the US long-term inflation expectation,
resulting in a risk-free rate proxy of 4.51%. To emulate a market portfolio in accordance
with CAPM assumptions, we employed the MSCI World Index as a comparable
benchmark. To estimate and avg. investors forward looking returns, we utilized the avg.
annual return of 8.85% the index yielded in the past 40 years, leading to a market risk

premium (MRP) of 4.35%. See figure 37 for an overview of the cost of capital components.

a) Cost of Debt

As mentioned, we employed different methods to compute DE’s Rd; see figure 38.

Averaging all four approaches leaves us with Rd at 5.60%:

(i) Cost of Borrowings: We utilized the weighted YTM of DE’s debt outstanding,
publicly traded long-term issued bonds and the outstanding long-term loans, which
account for a combined 60.03% of the total debt in FY 23 and assumed to be
63.47% of total debt in the forecasted period. Ultimately, we adjusted for default
by adding 0.07% which is the product of default probability of 60.00% (Bloomberg
Database, 2023) and the loss given default of 0.11% (ibid.). This yields an Rd of
5.55%.

(ii) Credit Spread Comparable Companies: Finally, we took the 10-year credit yield
curve for A+ rated US industrial companies which indicates an Rd of 5.17%.

(iii) Corporate Default Swap (CDS) Implied Spread: Furthermore, we looked at DE’s
CDS spread of 0.75%, which indicates the risk the market perceives for the
company. Adding rf as a baseline indicates an Rd of 5.25%.

(iv) Competitor Debt Beta (CAPM): We applied the CAPM approach, using the avg.
debt betas of comparable companies (only high and medium anticipated
comparability) along with the MRP and rf. We derive a Rd at 6.34%, the highest of
all methods. When using the median debt beta, we get a Rd of 5.73% which is

closer to the other methods.
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3Y monthly Beta - MSCI World 1177
5Y monthly Beta - MSCI World 1.116
10Y monthly Beta - MSCI World 1.071
Average Comparable Beta (relevered) 0.733
DE Equity Beta 1.024
Risk-free Rate 4.51%
Market Risk Premium 4.35%
Cost of Equity 8.96%

Figure 39: Computed Cost of Equity
per Approach.
Source: Deere & Co., 2023; Analyst

Analysis.

Figure 40: Calculation approaches
for Ru.

Source: Koller & McKinsey &
Company Inc. (2020)
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Figure 41: EV composition in APV

valuation. Source: Deere & Co., 2023;

Analyst Analysis.
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b) Cost of Equity
To calculate the equity beta, we again followed different approaches (see figure 39).

(i) CAPM and Linear Regression: Re is determined using the CAPM. We utilized a
linear regression of DE stock returns over the returns of the MSCI World Index over
different time periods to arrive at DE’s expected return based on the perceived
systematic risk. This yielded an avg. equity beta of 1.12.

(ii) Comparable Betas: Furthermore, we looked at the equity betas of comparable
companies which is 1.24 in avg. After delevering these and relevering according to

DE'’s capital structure we receive a relevered equity beta of 0.73.

Averaging both approaches delivers an equity beta of 1.02. Combining this with a market
excess return of 4.35%, we arrived at a Re of 8.96%. Delevering the Re provided an Ru of

7.68% (constant capital structure).

2) Cash Flow Based Valuation (APV)

To determine DE’s value based on the projection of future cash-flows, we use the Adjusted-
Present-Value (APV) method. As DE’s capital structure is projected to remain changing
until FY 27, we decided to use the APV over the DCF method.

Starting the APV valuation, we discount the FCFF with the Ru to calculate the unlevered
EV as of the valuation date. Due to the changing capital structure between FY 24-27 we
used slightly different approaches to determined Ru (figure 40) leading to 7.69% as long
as the D/E ratio is variable and 7.68% from FY 28 onwards when the D/E ratio remains
constant. Besides the yearly discounts, we assume a steady state from FY 38 onwards as
we observe steady growth rate of 2.22% implied by the reinvestment rate. This is almost
equal to the expected long term GDP growth of 2.21% meaning the company will grow at
the same speed as the economy — a reasonable assumption to apply the perpetuity
formula. Again, we used the constant Ru of 7.68% in the perpetuity formula.

To get to the levered EV, we determine the value of the tax shield by discounting the
interest tax shield of each year. Due to the changing capital structure and, thus, changing
risk profile of the tax shield, we used the Rd of 5.60% to discount the tax shield from
FY 24 to FY27. This decision stems from the anticipation of an increasing D/E-ratio over
these years, in line with the DE'’s strategic leverage plan. In scenarios where leverage is
variable or increasing, the risk and value of interest tax shields are more closely related to
the company's debt. Particularly during periods of increasing debt, the risk associated with
the tax shields mirrors the default risk of the company's debt. Therefore, applying Rd for
discounting aligns with the increasing risk profile during these years of increased leverage
to accurately reflect DE’s financial dynamics.

From FY 28 onwards, as the D/EV level is projected to remain constant and DE has been
able to handle the increased leverage sophisticatedly, the risk of default reduces and
makes the tax shield more exposed to the risk of the company’s assets. Thus, we used the

Ru (constant) to discount the tax shield from FY 28 onwards until perpetuity.
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Figure 42: EV-Equity Bridge (APV).

Source: Analyst Analysis.
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Figure 43: Dividend Forecast,
Growth Rate, and Payout Ratio.
Source: Deere & Co., 2023; Analyst

Analysis.

Av. dividend growth rate 7.43%
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Cost of Equity 8.96%

Figure 44: DDM — Valuation
Assumptions.

Source: Analyst Analysis.
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Additionally, we value the cash flows from financial debt by discounting them at Rd and the
value of residing minority interests and the Re. In both perpetuity formulas we assumed
the same TV growth rate as for the latter cash flows as well as the respective discount
rates used for the years before.

Summing up the value of the unlevered EV, tax shield, minority interests, and subtracting
net financial debt, yields the equity value at the end of each period. See figure 42 for the
EV-Equity bridge. To determine the equity value as of the valuation date, we included an
adjustment factor considering DE’s value in FY 25 that is attributable to the period up to
the valuation date. This results in a share price of 391.89 USD. As the APV approach
entails the most precise projections, it is determined as the overall target price.

3) Dividend Discount Model (DDM)

DE is known for a steady and growing dividend policy with the last set back in the 1980s
and 1990s due to the farm crisis. DE plans to use its dividends conservatively to avoid
dividend cuts and ease cyclical volatility. We forecasted DE’s dividends per share and
shares outstanding to arrive at the DDM implied target price (see figure 43).

On December 6, 2023, DE announced a quarterly dividend of 1.37 USD payable in
February 2024, which we adopt for FY 24. By this, the dividend per share increases in
absolute terms sending a positive signal to shareholders despite the projected decline in
earnings. In FY 25, we assume a slight dividend increase as EPS see a turnaround.
Following DE’s solid dividend policy in uncertain times like the global financial crisis and
the COVID pandemic, we assume the YoY dividend growth to move at the same rate as
EPS from FY 26 on. This results in an avg. dividend growth rate of 7.43% when looking at
the forecasted dividend growth.

As FY 25 is the year following the valuation date, we use an expected dividend of 5.70 USD
together with the Re in the perpetuity formula, see figure 44. This yields a target price of
373.43 USD with a 3.97% upside which confirms our findings from the APV approach.

4) Relative Valuation

In our valuation of DE, we employed trading multiples alongside cash-flow-based methods,
considering parameters like revenue streams, enterprise value, and geographic presence
to select peer companies. A group of 16 competitors was ranked based on two primary
criteria, see figure 12:

(i) Anticipated Comparability: We categorized the peers as having low, medium, or
high comparability. This assessment considered aspects like company size and
the similarity of their product portfolios.

(ii) Area of Comparability: We determined whether competitors primarily operate in

agricultural equipment, heavy construction, or both industries (holistic).
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In the subsequent multiples valuation, we excluded companies with "low" anticipated
comparability, as they were considered industry peers but not directly comparable to DE.
Despite arising limitations, we included peers from all industries to account for DE's dual
industry exposure, yet we did not undertake an explicit industry weighting.

The multiples valuation, encompassing EV-to-EBITDA, EV-to-Revenues, and Price-to-
Earnings, yielded diverse share prices. Notably, the EV-to-EBITDA ratio suggested the
highest mean at 198.31 USD, followed by Price-to-Earnings and EV-to-Revenues with
mean values of 100.69 USD and 64.15 USD, respectively; see figure 45 for an overview.
The considerable differences in these multiples can be attributed to the diverse industries
within the selected peer group, making direct comparability challenging.

Still, the computed target price for DE, when looking at the mean of each multiple, lies far
below the APV valuation. This is primarily driven by the multiples of AGCO and CNHI both
trading at very low multiples due to low EVs in anticipation of the projected cyclical
downturn in the agribusiness. Utilizing their multiples to value DE yield an EV even below
DE'’s value of net financial debt, thus, resulting in a negative equity value. Still, we decide
to not fully exclude both peers, as the expressed loss in value should be accounted when
valuing DE given the primary exposure towards the agribusiness why we choose the 75%-
Quartile to be more accurate compared to a simple mean.

With a focus on EV-to-EBITDA due to its neutrality to capital structure, the 75%-Quartile
implies a share price of 361.55 USD and a upside potential of 0.73%. Notably, the multiples
valuations, is — as explained — somewhat limited in its explanatory power and the fact that
there never exists a perfectly comparable company. Finally, the multiples valuation lacks
precision in terms of the valuation date, as it doesn't fully consider that, as of the valuation
date, DE’s stock has already suffered significant losses and left the greatest downturn
behind.

5) Limitations

a) Sensitivity Analysis

As the valuation methods applied are highly dependent on the underlying assumptions,

we run a sensitivity analysis to analyze the impact of key assumptions.
(i) APV Valuation
We first analyzed the effect of Rd and the D/EV ratio on Ru. We choose Rd between 4.51%

as lower bound, which corresponds to the risk-free-rate proxy and extrapolated the same
interval to 6.69% as upper bound. For the D/EV ratio range, we choose 25.00% as the
lower bound and 50.00% as upper bound, as the current D/EV ratio is around 38.12%. The
analysis resulted in a range for Ru between 7.24% and 8.30% reflecting acceptable
sensitivity with a standard deviation of 2.74 percentage points in absolute terms or 3.57%
relative to the mean, which remains close to the value using our assumptions (7.65% vs
7.68%).
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Analyst Analysis.
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Following a similar approach, we analyzed the effect of the equity beta and the E/EV ratio
on Ru. For the equity beta range, we used the lower and upper bounds at a 99.00%
confidence interval of all relevered equity betas included in the computation of DE’s equity
beta yielding a range from 0.797 to 1.209 with 1.024 being the actual equity beta. The E/EV
range follows the same approach as for the D/EV range. By that, we arrive at a range for
Ru between 6.94% and 8.36%. With the avg. resulting Ru of 7.66%, slightly deviating from
the 7.68% used, Ru shows acceptable sensitivity with a standard deviation of 4.22%. In
both cases we can observe a lower sensitivity towards the capital structure than towards
Rd or the equity beta, when looking at the standard deviation.

Using the bounds from the previous sensitivity for Ru, we analyzed the effect of Ru and
the TV growth rate on the target share price. From the steady state implied TV growth rate
of 2.22%, we add and subtract a total of 1.25% in steps of 0.25%, as we do not assume
the company to grow much faster or slower than 1.25% compared to the overall economy.
We see that as the discount factor decreases and the TV growth rate increases the stock
price increases significantly and vice versa. This ultimately results in a share price range
between 327.70 USD and 529.74 USD, a standard deviation of 10.65 USD or 11.94%. The
share price is more sensitive to the discount rate than to the TV growth rate; see figure 46.
Lastly, we tested the share price fluctuation around changes in YoY growth of equipment
operations revenue (+/- 3.75%) and gross margin (+/- 0.50%) in FY 24 to check the
valuations sensitivity towards the assumptions regarding the cyclical downturn. With a price
in the range of 369.11-415.28 USD and a standard deviation of only 2.72% the target price
shows very low sensitivity to these input factors. Further tables of the analysis and detailed

information on Statistics are displayed in the appendix VIII)5).
(ii) DDM Valuation

We conducted a sensitivity analysis on the DDM by testing the effect of the equity beta and
the avg. dividend growth rate on the target share price. For the examined range of equity
beta, we applied the same approach as explained above. We tested the avg. dividend
growth rate by adding and subtracting a total of +/-0.50% in steps of 0.10%. Due to the
growth rate being very close to Ru, we observe extreme sensitivity to both parameters in
a range from 201.44 USD to 13,090.73 USD, which are significantly skewed with an avg.
of 455.51 USD, while the equity beta results in even higher standard deviation (see
figure 47). Looking at the sensitivity of next periods dividend, we observe low sensitivity
towards the target price retrieved from the DDM. Overall, the DDM shows a much broader

range than the APV given the higher sensitivity to its input parameters.
See for appendix VIII)5) all sensitivity tables.

b) Monte Carlo Simulation

The APV approach includes a broad set of assumptions as tested individually in the
sensitivity analysis. To analyze the impact of all input variables, we have conducted a
Monte Carlo simulation. We altered Ru (both variations), Rd, Re, the TV growth rate and
the TV growth of unlevered FCFF with the same standard deviation as in the sensitivity
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ru constant

ru changing
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TV growth rate
FCFF YoY Growth
FCFF YoY Growth

Output Statistics
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inTV
FY24

Mean
7.73%
7.56%
5.58%
8.75%
2.22%
2.62%

-888.39%
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1.17%
1.17%
0.71%
1.00%
0.83%
0.83%
3.50%

-1140.90
2016.31
396.34
174.54

Stdv (in %) 44.04%

Figure 49: Monte Carlo Simulation
— Parameters (APV).

Source: Analyst Analysis.

Figure 50: Football Field Chart
w/Target Price in USD per
Valuation Method (Upper
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Source: Analyst Analysis.
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analysis as visible in figure 49. Additionally, we included the growth of unlevered FCFF for
FY 24 to test the sensitivity towards the cyclical downturn. We receive an avg. share price
of 396.34 USD with a standard deviation of 174.54 USD or 44.04%. The distribution of all
1000 simulated scenarios can be found in figure 48.

We observe a normal distribution around the mean which is very close to the share price
found in the APV. As we see no single events that could alter DE’s business significantly,
we believe that this simulation includes most possible events. Lacking specific yet

somewhat realistic scenarios, we did not proceed with a scenario analysis.

c) Additional Limitations

Beside the assumptions tested in the section V)5)a), we like to be transparent and
recognize certain assumptions and limitations we identified.

The APV valuation combines operating- and non-operating cash flow to arrive at a
consolidated expected FCF, discounting and associating both portions of DE’s business
with the same risk profile. With more detail regarding each portions risk profile and their
distinctions available, one could increase accuracy by using an individual discount factor
for each portion. However, even though this would increase the accuracy technically, the
impact on the valuation result is likely limited.

As seen in section V)5)a)(i), the APV valuation's sensitivity to the computed Ru is evident.
It's crucial to note that the D/EV ratio used for Ru calculation was calculated using the book
value of debt and the market value of equity due to the unavailability of the market value of
DE’s debt. This might introduce some limitations.

ESG considerations were incorporated solely through the projection of DE’s cash flows as
part of their business operations. Yet, the computed cost of capital components only
account for risk perception compensation for ESG factors in an indirect way through their
different calculation approaches, despite the perceived materiality of ESG for DE. One
could consider analyzing the necessity of an additional integration of ESG into cost of

capital to provide an even more reflection of the associated risks.

VI) Recommendation

Deducting the target price of 391.89 USD on December 30, 2024, and an expected
dividend payment in FY 24 of 5.53 USD (assuming a stable dividend yield) from the current
share price of 364.41 USD (as of 30/11/2023) results in an upside potential of 33.01 USD
in absolute and 9.06% in relative terms. See figure 50 and 51 for an overview of all
valuation methodologies.

Despite DE publishing record results for FY 23, challenges lie ahead, particularly in FY 24,
anticipating the next cyclical downturn in the agricultural economy with a projected -13.55%
decrease in total sales and revenues for DE.

While near-term conditions are challenging, tied to basic human needs with rising projected
demand, DE remains a solid long-term investment. Considering the valuation date, our

recommendation for the stock is HOLD.
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1) Financial Statements

a) Income Statement

2018 2019 2020 2021 2022 | 2023 | 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038

Total Sales and Revenues (Core) 33,698 35234 31,586 40,059 48,200 55,784 47,617 47,670 47,812 48,882 49,871 51,954 54,045 55745 58,020 60,196 62,278 64,242 66,072 67,752 69,475
Revenue 33,351 34,886 31,272 39,737 47,917 55565 47,334 47,348 47,468 48,513 49495 51,562 53,637 55324 57,582 59,742 61,808 63,757 65573 67,241 68,951
Other Income 347 348 314 322 283 219 283 322 344 369 376 392 408 420 438 454 470 485 498 511 524
Total Operating Expenses -31,195 -32,690 -29,234 -34,505 -41,626 -45,394  -41,125 -40,648 -40,314 -40,724 -39,961 -41,140 -42,286 -43,579 -45316 -46,974 -48,557 -50,046 -51,430 -52,697 -53,995
Costs and Expenses Cost of sales -25,571 -26,792 -23,677 -29,116 -35,338| -37,715| -36,113 -35,629 -35264 -35548 -34,934 -35902 -36,835 -37,951 -39,457 -40,891 -42,258 -43,542 -44,732 -45818 -46,931
Research and development expenses -1658 -1,783 -1,644 -1587 -1912| -2177| -2,149 -2150 -21155 -2,203 -2,247 -2,341 -2435 -2512 -2614 -2,712 -2,806 -2895 -2977 -3,053 -3,131
Selling, administrative and general expenses -3455 -3,551 -3477 -3,383 -3,863| -4,595| -2,292 -2293 -2,299 -2,349 -2,397 -2,497 -2,597 -2679 -2,788 -2,893 -2,993 -3,087 -3,175 -3,256 -3,339
Interest expense -300 -336 -248 -217 -299 -691 -344 -339 -346 -362 -107 -1 -115 -119 -123 -128 -133 -137 -142 -146 -150
Other Operating Expenses -211 -228 -188 -202 -214 =217 -227 -239 -250 -263 -276 -289 -303 -318 -334 -350 -367 -385 -404 -424 -445
Operating Income before taxes 2,503 2,544 2,352 5,554 6,574 10,390 6,492 7,022 7,499 8,158 9,910 10,814 11,760 12,166 12,704 13,222 13,721 14,196 14,642 15,055 15,481
Notional Taxes (Core) -526 -534 -494 -1,166 -1,381| -2,182| -1,363 -1475 -1575 -1,713 -2,081 -2271  -2470 -2,555 -2,668 -2,777 -2,881 -2981 -3,075 -3,162 -3,251
Tax Adjustments (Core) -536 4 -161 -45 -65 -109 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Operating Income after taxes (NOPLAT) 1,441 2,014 1,697 4,343 5,128 8,099 5,129 5,547 5924 6445 7,829 8,543 9,290 9,611 10,036 10,445 10,839 11,214 11,567 11,894 12,230
Total Sales and Revenues (Non-Core) 2,333 2,580 2,440 2,482 2,699 3,341 3,562 3,564 3,573 3,678 3,749 3,906 4,063 4,191 4,362 4,525 4,682 4,830 4,967 5,093 5,223
Interest Income 1,794 2,074 1,962 1,854 2,027 2,821 2,943 2,944 2,951 3,016 3,077 3,206 3,335 3,440 3,580 3,714 3,843 3,964 4,077 4,180 4,287
Other Income 539 506 478 628 672 520 619 620 621 661 672 700 728 751 782 811 839 866 890 913 936
Total Expenses (Non-Core) -858 -990 -1,152 -862 -635 91 -1,112 -1,068 -1,028 -1,012 -997 -1,018 -1,037 -1,061 -1,095 -1,127 -1,157 -1,184 -1,208 -1,229 -1,250
Interest expense 330 360 272 279 426 984 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Other operating expenses -1,188 -1,350 -1,424 -1,141 -1,061 -1075 -1,112 -1,068 -1,028 -1,012 -997 -1,018 -1,037 -1061 -109 -1,127 -1,157 -1,184 -1208 -1229 -1,250
Income before taxes (Non-Core) 1475 1,590 1,288 1,620 2,064 3,250 2,451 2,496 2,545 2,666 2,752 2,888 3,026 3,130 3,267 3,398 3,525 3,646 3,759 3,865 3,973
Notional Taxes (Non-Core) -310 -334 -270 -340 -433 -683 -515 -524 -534 -560 -578 -607 -636 -657 -686 -714 -740 -766 -789 -812 -834
Tax Adjustments (Non-Core) -316 3 -88 -13 -20 -34 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Income after taxes (Non-Core, before OCI) 849 1,259 929 1,267 1,610 2,533 1,936 1,972 2,010 2,106 2,174 2,282 2,391 2,473 2,581 2,685 2,785 2,880 2,970 3,053 3,139
Other comprehensive income 866 -1,201 54 3,018 -408 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Income after taxes (Non-Core, after OCI) 2,581 -1,143 1,037 7,303 794 2,533 1,936 1,972 2,010 2,106 2,174 2,282 2,391 2,473 2,581 2,685 2,785 2,880 2,970 3,053 3,139
Income from Financing acitivities 1,327 1,444 1,514 1,483 1,678 2,125 1,772 1,394 1,374 1,401 1,466 1,490 1,546 1,595 1,649 1,716 1,782 1,846 1,907 1,965 2,019
Finance income 1,313 1,419 1,488 1,442 1,338 1,862 1,750 1,372 1,352 1,380 1,444 1,468 1,524 1,573 1,628 1,695 1,760 1,824 1,885 1,943 1,997
Other income 14 25 26 41 340 263 22 22 22 22 22 22 22 22 22 22 22 22 22 22 22
Interest expense -1,234  -1,490 -1,271  -1,055 -1,189 -2,746| -1,441 -1,419 -1,449 -1517 -1,252 -1,300 -1,341 -1,388 -1,445 -1,501 -1,555 -1,607 -1,657 -1,703 -1,751
Interest expense - Financial Services -936 -1,234 -942 -687 -799| -1,846| -1,066 -1,050 -1,072 -1,122 -851 -883 -912 -943 -982 -1,020 -1,057 -1,093 -1,126 -1,157 -1,190
Interest expense - Corporate -298 -256 -329 -368 -390 -901 -375 -369 =377 -395 -401 -416 -430 -445 -463 -481 -498 -515 -531 -545 -561
Financial Result before taxes 93 -46 243 428 489 -621 332 -26 -75 -115 214 190 205 207 205 215 227 239 250 262 268
Notional Taxes (Financial) -20 10 -51 -90 -103 130 -70 5 16 24 -45 -40 -43 -43 -43 -45 -48 -50 -53 -55 -56
Tax Adjustments (Financial) -20 -0 -17 -3 -5 7 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Financial Income after taxes (before OCI) 54 -36 175 335 381 -484 262 -20 -59 -91 169 150 162 163 162 170 179 188 198 207 212
Other comprehensive income -13 29 14 -18 -109 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Financial Income after taxes (after OCI) M -7 189 317 272 -484 262 -20 -59 -91 169 150 162 163 162 170 179 188 198 207 212
Net Profit less adjusted Taxes (NPLAT) 4,167 4,388 4,053 6,790 8,049 12,223 8,736 8,887 9,292 9,944 11246 12,090 12,993 13,437 14,017 14,587 15,137 15661 16,155 16,614 17,081
ocI) 2,344 3,236 2,801 5944 7,120 10,148 7,327 7,499 7,875 8,460 10,173 10,975 11,843 12,247 12,778 13,300 13,804 14,283 14,734 15,154 15,580
Equity in income (Loss) of unconsolidated affiliates 27 21 -48 21 10 7

Net Income 2,371 3,257 2,753 5,965 7,130 10,155 7,327 7,499 7,875 8460 10,173 10,975 11,843 12,247 12,778 13,300 13,804 14,283 14,734 15,154 15,580
interests -3 -4 2 2 1 11

Net Income Attril to Deere & C: y 2,368 3,253 2,751 5,963 7,131 10,166 7,327 7,499 7,875 8460 10,173 10,975 11,843 12,247 12,778 13,300 13,804 14,283 14,734 15,154 15,580
Other comprehensive income 853 -1,172 68 3,000 -517 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
[of ive Income of Ci i Group 3,224 2,085 2,821 8,965 6,613 10,155 7,327 7,499 7,875 8460 10,173 10,975 11,843 12,247 12,778 13,300 13,804 14,283 14,734 15,154 15,580
Comprehenswg income (loss) attributable to 2 4 2 2 16

noncontrolling interests

Company 3,222 2,081 2,819 8,963 6,629 10,155 7,327 7,499 7,875 8,460 10,173 10,975 11,843 12,247 12,778 13,300 13,804 14,283 14,734 15154 15,580
Total Sales and Revenues 37,358 39,258 35,540 44,024 52,577 61,251 52,952 52,627 52,758 53,961 55,086 57,350 59,654 61,530 64,031 66,438 68,742 70,917 72,946 74,810 76,717
Non-operating sales 4,007 4,372 4,268 4,287 4,660 5,686 5,618 5,279 5,290 5,448 5,592 5,788 6,017 6,206 6,449 6,696 6,934 7,160 7,372 7,569 7,766
Operating Cost Margin 16.50% 16.73% 17.74% 21.62% 20.83% 25.89% 22.34% 22.76% 23.59% 24.53% 27.46% 28.27% 29.12% 29.17% 29.23% 29.30% 29.36% 29.43% 29.50% 29.56% 29.62%
Pre Tax Income 4,071 4,088 3,883 7,602 9,127/ 13,019 9,274 9,492 9968 10,708 12,877 13,893 14,991 15503 16,175 16,835 17,473 18,080 18,651 19,182 19,722
Interest Expenses -1,204  -1,466 -1,247 -993 -1,062| -2,453| -1,784 -1,758 -1,794 -1879 -1359 -1411 -1456 -1,506 -1,568 -1629 -1688 -1745 -1,798 -1,848 -1,900
EBIT 5,275 5,554 5,130 8,595 10,189 15472 11,059 11,250 11,762 12,587 14,235 15304 16,447 17,009 17,743 18,465 19,161 19,825 20,449 21,030 21,622
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b) Balance Sheet

inmitionusp a0t

Core assets

Core assets - Current

Working cash

Trade accounts and notes receivable - net
Financing receivables - net

Other receivables

Equipment on operating leases - net
Inventories

Core assets - Non current
Property and equipment - net
Goodwill

Other intangible assets - net
Deferred income tax assets
Other assets

Core Liabilities
Core liabilities - Current
Accounts payable and accrued expenses

Core Liabilities - Non-current
Accounts payable and accrued expenses
Deferred income tax liabilities

Core Invested Capital

Non-Core assets
Non-Core assets - Current
Marketable securities
Financial Assets

Non-Core assets - Non-current
Receivables from Financial Services
Other receivables

Investments in unconsolidated affiliates
Retirement benefits

Other assets

Non-Core Liabilities

Non-Core Liabilities - Non-current
Accounts payable and accrued expenses
Retirement benefits and other liabilities
Redeemable noncontrolling interest
Non-Core Invested Capital

Total Funds Invested

Financial Liabilities

Short-term borrowings

Accounts payable and accrued expenses
Long-term borrowings

Financial Debt

Excess Cash

Net Debt

Total Assets

Total Liabilities and Stockholders Equity
Total Liabilities

Total Deere & Company stockholders’ equity
Noncontrolling interests

Financial Services' equity

62,598
50,604
3,862
5,004
27,054
1,370
7,165
6,149

11,994
5,868
3,101
1,562

808
655

-9,646
-7,540
-7,540

2,106
-1,550

-556
52,952

7,468
4,512

490
4,022

2,956
22
366
207
1,298
1,063

-6,529
-6,529
-764
-5,751
-14
939

53,891

-42,642
-15,019
-386
27,237
-42,642
42
-42,600

70,108

70,108
-58,817
-11,288
-3

0

2019
65,344
53,055
3,857
5,230
29,195
1,231
7,567
5,975

12,289
5,973
2,917
1,380
1,466

553

-9,578
-7,448
-7,448

2,130
-1,635

-495
55,766

7,667
4,964

581
4,383

2,703
46
256
215
840
1,346

-6,227
-6,227
-260
-5,953
14
1,440

57,206

-45,789
-15,105
-455
-30,229
-45,789
0
-45,789

73,011

73,011
-61,594
11,413
-4

0

2020
66,638
54,215
7,066
4,171
29,750
931
7,298
4,999

12,423
5,817
3,081
1,327
1,499

699

-9,193
-7,027
-7,027

-2,166
-1,647

-519
57,445

8,453
5,344

641
4,703

3,109
31
289
193
863
1,733

-6,531
-6,531
-1,118
-5,413
0
1,922

59,367

-46,423
-13,264
-425
-32,734
-46,423
0
-46,423

75,091

-75,091
-62,147
-12,937
-7

0

2021
73,526
61,229
8,017
4,208
33,799
1,436
6,988
6,781

12,297
5,820
3,291
1,275
1,037

874

-10,160
-9,163
-9,163

-997
-421
-576
63,366

10,588
5,387
728
4,659

5,201
0

329
175
3,601
1,096

-6,528
-6,528
2,184
4,344
0
4,060

67,426

-48,992
-15,524
-580
-32,888
-48,992
0
-48,992

84,114

-84,114
-65,680
-18,431
-3

0

2022 | 2023 |
77,194 90,313
64,386 75,473
4,774| 7,458
6410 7,739
36,634 43,673
1,450 1,526
6,623 6,917
8495 8,160
12,808 14,839
6,056 6,879
3,687| 3,900
1,218 1,133
824 1,814
1,023/ 1,113
-11,797| 12,819
-10,903| -11,865
-10,903| -11,865
894/  -954
399 -434
-495|  -520
65,397 77,493
12,836 13,774
6,670 8,281
734 946
5936 7,335
6,166 5,493
0 0
1,042| 1,097
17 0
3730| 3,007
1,277/ 1,390
5,438 -5,381
5,438 -5,381
2,889 -3,144
2457| -2,140
-92 97
7,398 8,394
72,795/ 85,887
-52,530| -64,098
-18,303| -24,934
631 -687
-33,596| -38,477
-52,530| -64,098
0 0
-52,530| -64,098
90,030 104,087

-90,030-104,087

-69,765
-20,262
-3

0

-82,298
21,785
-4

0

Company Report

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038
83,080 79,786 79,290 80,238 80,970 84,050 86,640 89,523 93,047 96,483 99,770 102,864 105,740 108,373 111,050
67,414 65,045 64,599 65300 65752 68,024 70,013 72,269 75119 77,879 80,515 82,996 85299 87,406 89,553
5344 5277 5222 5266 5301 5448 5500 5759 5988 6205 6413 6607 6788 6953 7,122
6047 6044 6059 6183 6302 6553 6807 7,013 7291 7,564 7,825 8071 8301 8511 8727
38539 37,173 36,783 37,099 37,345 38,379 39376 40570 42179 43712 45173 46546 47,818 48,979 50,169
2738 1,857 1901 1996 2144 2578 2782 3002 3104 3239 3371 3499 3620 3735 3,841
6771 6686 6616 6673 6717 6903 7,082 7,297 7,586 7,862 8125 8372 8601 8809 9023
7976 8008 8018 8083 7943 8163 8375 8629 8972 9,298 9608 9900 10171 10418 10,671
15666 14,741 14,692 14,938 15218 16,026 16,627 17,254 17,928 18,604 19,254 19,868 20,441 20,968 21,497
7234 7143 7068 7,129 7176 7375 7566 7,796 8105 8399 8680 8944 9188 9412 9640
3994 3969 3979 4070 4155 4326 4499 4641 4830 5011 5185 5349 5502 5643 5786
1,202 1,187 1475 1,185 1,193 1226 1,258 1296 1,347 1,396 1443 1487 1527 1564 1,602
2,418 1,640 1,678 1,763 1,894 2,277 2,457 2,651 2,741 2,860 2,977 3,090 3,197 3,298 3,392
819 802 791 792 801 823 847 871 905 937 969 999 1026 1,051 1,076
15,808 -15,256 -15125 -14,804 -14,622 -15177 -15,627 -16,155 -16,789 -17,408 -18,000 -18,557 -19,075 -19,549 -20,030
14,147 13,958 -13,815 -13,468 -13,236 -13,602 -13,956 -14,379 -14,949 -15492 -16,010 -16,497 -16,948 -17,359 -17,781
14,147 -13958 -13,815 -13468 -13236 -13,602 -13,956 -14,379 -14,949 -15492 -16,010 -16,497 -16,948 -17,359 -17,781
1,661 1,299 1,311 1,335 -1,386 1,575 -1,671 -1,776 1,840 -1,916 -1,990 -2,060 -2,127 -2,189 -2,249
558 550  -545 531  -522  -536  -550  -567  -500  -611  -631  -651  -668  -685  -701
1,108 -748  -766 -804  -864  -1039 -1,121 -1209 -1,251 -1,305 -1,358 -1,410 -1459 -1505 -1,548
67,272 64,530 64,165 65435 66,389 68,873 71,013 73,368 76,257 79,075 81,770 84,307 86,665 88,825 91,020
11,607 11,418 11,470 11,735 12,008 12,497 13,007 13,552 14,232 14,921 15620 16,325 17,037 17,756 18,525
6,988 6891 6957 7,145 7,337 7,667 8011 8405 83886 9,381 9,892 10,421 10,968 11,537 12,152
1,048 1,162 1288 1427 1581 1753 1,942 2153 2,386 2644 2930 3,247 3598 3988 4,420
5940 5729 5669 5718 5755 5915 6069 6253 6501 6737 6962 7,74 7,370 7549 7,732
4619 4527 4513 4590 4671 4,829 4996 5147 5346 5541 5728 5904 6068 6220 6,374
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

370 366 362 365 368 378 388 399 415 430 445 458 471 482 494
151 151 151 151 151 151 151 151 151 151 151 151 151 151 151
2562 2563 2569 2,626 2679 2791 2903 2995 3117 3234 3346 3451 3549 3640 3732
1,535 1448 1431 1448 1474 1509 1,554 1602 1,663 1,726 1,786 1,844 1897 1947 1,996
5387 -5389 -5402 -5519 -5532 -5763 -5995 -6183 -6,436 -6,677 -6908 -7,126 -7,320 -7,515 -7,706
5,387 -5389 -5402 -5519 -5532 -5763 -5995 -6,183 -6,436 -6,677 -6908 -7,126 7,329 -7,515 -7,706
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
5290 -5292 -5305 -5422 -5532 -5763 -5995 -6,183 -6436 -6,677 -6908 -7,126 -7329 -7,515 -7,706
-97 -97 -97 -97 0 0 0 0 0 0 0 0 0 0 0
6219 6,029 6068 6216 6476 6,734 7,012 7,369 7,796 8,244 8711 9,199 9,708 10,241 10,819
73,491 70,559 70,233 71,650 72,825 75607 78,025 80,737 84,054 87,320 90,481 93,505 96,373 99,066 101,839
54,152 -53,350 -54,450 -57,009 -57,.944 -60,157 -62,081 -64,238 -66,878 -69,476 -71,992 -74,398 -76,679 -78,822 -81,029
19,242 18957 -19,348 -20,257 -20590 -21,376 -22,060 -22,826 -23,764 -24,687 -25581 -26,436 -27,247 -28,008 -28,792
540 532  -543  -569  -578  -600  -619  -641  -667  -693  -718  -742  -765  -786  -808
-34,369 -33,861 -34,559 -36,183 -36,776 -38,181 -39,402 -40,771 -42447 -44,096 -45692 -47,220 -48,668 -50,028 -51,428
-54,152 -53,350 -54,450 -57,009 -57,944 -60,157 -62,081 -64,238 -66,878 -69,476 -71,992 -74,398 -76,679 -78,822 -81,029
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
-54,152 -53,350 -54,450 -57,009 -57,944 -60,157 -62,081 -64,238 -66,878 -69,476 -71,992 -74,398 -76,679 -78,822 -81,029
94,687 91,205 90,760 91,973 92,979 96,547 99,647 103,075 107,279 111,405 115,389 119,188 122,777 126,130 129,575
-94,687 -91,205 -90,760 -91,973 -92,979 -96,547 -99,647 -103,075 -107,279 -111,405 -115,389 119,188 -122,777 -126,130 -129,575
75,347 -73995 -74978 -77,331 -78,097 -81,097 -83,702 -86,577 -90,103 -93,561 -96,900 -100,081 -103,083 -105,886 108,764
19,336 -17,205 -15779 -14,638 -14,878 -15446 -15940 -16494 -17,172 -17,840 -18.486 -19,104 -19,690 -20,240 -20,807
-4 -4 -4 -4 -4 -4 -4 -4 -4 -4 -4 -4 -4 -4 -4

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
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C) Cash Flow Statement BUSINESS & ECONOMICS
[inmilionusD | 2018 2019 2020 2021 2022 | 2023 | 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038
Core Income before taxes 2,503 2,544 2,352 5,554 6,574, 10,390 6,492 7,022 7,499 8,158 9,910 10,814 11,760 12,166 12,704 13,222 13,721 14,196 14,642 15,055 15,481
Less Taxes on core income -1,062 -530 -655 -1,211  -1,446| -2,291| -1,363 -1475 -1575 -1,713 -2,081 -2,2711  -2,470 -2,555 -2,668 -2,777 -2,881 -2981 -3,075 -3,162 -3,251
NOPLAT 1,441 2,014 1,697 4,343 5128 8,099 5129 5547 5924 6,445 7,829 8,543 9,290 9,611 10,036 10,445 10,839 11,214 11,567 11,894 12,230
Plus: Provision for depreciation and amortization
Gross core cash flow 1,441 2,014 1,697 4,343 5,128 8,099 5,129 5,547 5,924 6,445 7,829 8,543 9,290 9,611 10,036 10,445 10,839 11,214 11,567 11,894 12,230
Change in net operating current assets nla -2451 -1,160 -7,014 -3,157 -11,087 8,059 2,369 446 -702 -452 -2,272 -1,988 -2,257 -2,850 -2,760 -2,636 -2,480 -2,303 -2,107 -2,147
Investments in PP&E and intangibles n/a 261 45 -161 -575 -951 -518 130 77 -161 -140 -403 -397 -409 -549 -525 -501 -472 -438 -401 -410
Change in net other operating assets n/a -556 -179 287 64, -1,080 -309 795 -28 -85 -140 -405 -204 -218 -124 -151 -149 -142 -135 -126 -119
Change in accounts payable and accrued expenses n/a -92 -421 2,136 1,740 962 2,282 -190 -143 -346 -233 367 354 423 570 543 518 486 451 412 422
Change in other core non-current liabilities n/a 24 36 -1,169 -103 60 707 -362 12 25 51 189 96 105 64 76 74 71 67 62 59
Change in Core Invested Capital -2,814  -1,679 -5921 -2,031 -12,096 10,221 2,742 365 -1,269 -914  -2,524 -2,140 -2,355 -2,889 -2,818 -2,695 -2,537 -2,358 -2,159 -2,196
Core FCF -800 18 -1,578 3,097 -3,998 15350 8,289 6,289 5175 6,915 6,019 7150 7,256 7,147 7,627 8145 8,677 9,208 9,734 10,034
Non-Core Result (after Tax) 849 1,259 929 1,267 1,610 2,533 1,936 1,972 2,010 2,106 2,174 2,282 2,391 2,473 2,581 2,685 2,785 2,880 2,970 3,053 3,139
Change in Non-Core Invested Capital n/a -501 -482 -2,138 -3,338 -996 2,174 190 -38 -148 -261 -258 -278 -356 -428 -448 -467 -487 -509 -533 -578
Non-Core FCF n/a 758 447 -871 1,728 1,538 4,110 2,162 1,972 1,958 1,913 2,024 2,113 2,116 2,153 2,237 2,318 2,393 2,461 2,520 2,561
Unlevered free cash flow to firm n/a -43 465 -2,450 1,370 -2,460 19,460 10,451 8,261 7,133 8,828 8,044 9,263 9,372 9,299 9,864 10,463 11,071 11,669 12,254 12,595
Financial Result (after Tax) 54 -36 175 335 381 -484 262 -20 -59 -91 169 150 162 163 162 170 179 188 198 207 212
N1 INCOME AMDUIADIE 10 NONCONIroing Interest o n/a 17 -50 19 1 18 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Change in Net Financial Debt nla 3,189 634 2569 3,538 11,568 -9,946 -802 1,100 2,558 935 2213 1,924 2,158 2,639 2,598 2516 2,406 2282 2,143 2,207
Change in Noncontrolling Interest n/a 1 3 -4 0 1 0 0 -1 0 0 -0 -0 -0 0 0 -0 -0 -0 0 0
Change in Equity n/a 125 1,524 5,494 1,831 1,623| -2,449 -2,130 -1,426 -1,141 240 568 494 554 678 667 646 618 586 550 567
Less: Net Income Attributable to Deere & Company n/a

-3253 -2,751  -5963 -7,131| -10,166| -7,327 -7,499 -7,875 -8,460 -10,173 -10,975 -11,843 -12,247 -12,778 -13,300 -13,804 -14,283 -14,734 -15,154 -15,580
Financial FCF 43 -465 2,450 -1,370 2,460 -19,460 -10,451 -8,261 -7,133 -8,828 -8,044 -9,263 -9,372 -9,299 -9,864 -10,463 -11,071 -11,669 -12,254 -12,595
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2) Selected KPIs

Cash Flow Metrics (in days)
Average Holding Period
Average Collection Period
Average Payable Period
Cash Conversion Cycle

Liquidity Analysis

Current Ratio

Quick Ratio

Cash Ratio

Total Cash / Revenues

FCFF / Total Sales and Revenues

Capital Structure

D/E Ratio

Long Term Borrowings/Financial Debt
Interest Expense / Total Sales and Revenues

Performance Indicators

Total Sales and Revenues

YoY Total sales & revenues growth rate
Gross Profit Margin

Operating Net Profit Margin

Net profit margin

Non-Operating Net Profit Margin
Revenue / Total Funds Invested

YoY Total Funds Invested growth rate
Overall ROIC

Operating Return on Operating Assets
ROA (Return on assets)

WACC

Overall Annual Value Creation (in %)
Overall Annual Value Creation (in mUSD)

ROE Berakdown

Overall ROE

Asset Turnover (AT)

Equity Multiplier (EM) (Total Assets/Equity)

Du Pont Analysis (Net Profit Margin * AT * EM)

2018

87.77
50.69
118.53
19.93

7.31
6.49
0.52
10.45%

377.3%
63.87%
-3.42%

37,358
n/a
31.55%
7.43%
6.34%
36.40%
69.32%
n/a

n/a
2.30%
3.38%
7.68%
n/a

n/a

20.77%
51.39%
621.08%
20.23%

2019

81.40
50.48
105.01
26.87

7.79
6.99
0.52
9.82%
-0.11%

401.1%
66.02%
-3.94%

39,258
5.09%
31.75%
7.22%
8.29%
48.78%
68.63%
5.80%
6.00%
3.08%
4.46%
7.68%
-1.67%
-54

28.35%
51.79%
639.72%
27.45%

2020

77.06
44.74
125.56
-3.76

8.48
7.76
1.01
19.88%
1.31%

358.6%
70.51%
-3.74%

35,540
-9.47%
33.38%
7.45%
7.74%
38.08%
59.86%
3.64%
4.90%
2.55%
3.66%
7.68%
-2.78%
-78

21.65%
45.31%
580.44%
20.36%

2021

85.01
36.10
142.25
-21.14

7.27
6.53
0.87
18.21%
-5.56%

265.8%
67.13%
-2.48%

44,024
23.87%
33.86%
13.86%
13.54%
51.03%
65.29%
11.95%
10.01%

5.91%
7.09%
7.68%
2.33%

139

32.25%
50.58%
456.37%
31.26%

2022 | 2023 |

87.74
45.97
142.46
-8.75

6.52
5.74
0.44
9.08%
2.60%

259.2%
63.96%
-2.34%

52,577
19.43%
32.79%
13.64%
13.56%
59.66%
72.23%

7.38%
10.56%
6.64%
7.92%
7.68%
2.88%
205

35.14%
56.54%
444.33%
34.07%

78.97
47.78
145.26
-18.51

7.06
6.37
0.63
12.18%
-4.02%

294.2%
60.03%
-4.64%

61,251
16.50%
38.43%
18.62%
16.60%
75.82%
71.32%
15.24%
13.94%

8.97%

9.77%

7.68%

6.26%

635

46.58%
56.80%
477.79%
45.05%

Company Report

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038
80.61 82.04 8299 8299 8299 8299 8299 8299 8299 8299 8299 8299 8299 8299 8299
4313  43.06 43.04 4294 4290 4282 4275 4271 4266 4266 4265 4265 4265 4265 4264

14299 14299 14299 13829 13829 138.29 138.29 138.29 138.29 138.29 138.29 138.29 138.29 138.29 138.29

-19.25 -17.89 -16.96 -1235 -1240 -1248 -1254 -1259 -12.64 -12.64 -12.64 -12.64 -1265 -12.65 -12.65

5.26 5.15 5.18 5.38 5.52 5.56 5.59 5.61 5.62 5.63 5.65 5.66 5.68 5.70 5.72
4.70 4.58 4.60 4.78 4.92 4.96 4.99 5.01 5.02 5.03 5.05 5.06 5.08 5.10 5.12
0.38 0.38 0.38 0.39 0.40 0.40 0.40 0.40 0.40 0.40 0.40 0.40 0.40 0.40 0.40
10.09% 10.03% 9.90% 9.76% 9.62% 9.50% 9.37% 9.36% 9.35% 9.34% 9.33% 9.32% 9.31% 929% 9.28%
36.75% 19.86% 15.66% 13.22% 16.03% 14.03% 15.53% 15.23% 14.52% 14.85% 15.22% 15.61% 16.00% 16.38% 16.42%
280.0% 310.0% 345.0% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4% 389.4%
63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47% 63.47%
-2.82% -2.77% -2.82% -2.89% -2.33% -233% -231% -232% -2.32% -2.32% -2.32% -233% -233% -2.34% -2.34%
52,952 52627 52,758 53,961 55086 57,350 59,654 61,530 64,031 66,438 68,742 70,917 72,946 74,810 76,717
-13.55% -0.61% 0.25% 228% 2.08% 4.11% 4.02% 3.14% 4.06% 3.76% 3.47% 3.16% 2.86% 2.56% 2.55%
31.80% 32.30% 33.16% 34.12% 36.58% 37.40% 38.25% 38.32% 38.38% 38.45% 38.53% 38.60% 38.68% 38.75% 38.83%
13.63% 14.73% 15.68% 16.69% 19.87% 20.82% 21.76% 21.82% 21.90% 21.96% 22.03% 22.10% 22.16% 22.22% 22.28%
13.84% 14.25% 14.93% 15.68% 18.47% 19.14% 19.85% 19.90% 19.96% 20.02% 20.08% 20.14% 20.20% 20.26% 20.31%
54.34% 55.33% 56.27% 57.27% 57.99% 58.42% 58.84% 59.00% 59.17% 59.33% 59.48% 59.64% 59.79% 59.94% 60.09%
72.05% 74.59% 75.12% 75.31% 7564% 75.85% 76.46% 76.21% 76.18% 76.09% 75.97% 75.84% 75.69% 75.52% 75.33%
-16.87% -4.16% -0.47% 198% 161% 3.68% 3.10% 3.36% 3.95% 3.74% 3.49% 3.23% 298% 272% 2.72%
8.53% 10.20% 11.16% 12.05% 14.20% 15.07% 15.66% 15.70% 15.83% 15.82% 15.81% 15.79% 15.76% 15.72% 15.73%
6.17% 6.95% 7.47% 8.03% 9.67% 10.16% 10.72% 10.74% 10.79% 10.83% 10.86% 10.90% 10.94% 10.97% 11.01%
774% 822% 8.68% 9.20% 10.94% 11.37% 11.88% 11.88% 11.91% 11.94% 11.96% 11.98% 12.00% 12.01% 12.02%
768% 768% 768% 768% 768% 7.68% 7.68% 7.68% 7.68% 7.68% 7.68% 7.68% 7.68% 7.68% 7.68%
0.85% 2.53% 3.48% 437% 652% 7.39% 7.98% 8.02% 815% 814% 813% 811% 8.08% 8.05% 8.05%
62 189 274 369 663 811 946 982 1,041 1,083 1,122 1,158 1,190 1,219 1,254
37.89% 43.58% 49.91% 57.79% 6837% 71.06% 74.29% 74.25% 74.41% 74.55% 74.67% 7T4.77% 74.83% 74.87% 74.88%
54.05% 56.17% 56.62% 57.15% 57.67% 57.86% 58.31% 58.15% 58.15% 58.10% 58.03% 57.95% 57.86% 57.75% 57.65%
489.70% 530.09% 575.20% 628.33% 624.95% 625.06% 625.13% 624.91% 624.72% 624.48% 624.21% 623.90% 623.56% 623.17% 622.76%
36.62% 42.43% 48.61% 56.29% 66.55% 69.21% 72.37% 72.33% 72.50% 72.63% 72.74% 72.82% 72.88% 72.90% 72.91%
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3) Forecasting Methodology

a) Revenue Model

Total Sales & Revenues

Company Report

NOVA

NOVA SCHOOL OF

BUSINESS & ECONOMICS

| Finance & Interest Income ||

Other

Equipment Operations Revenue

as % of Equipment Operations Revenue

PPA

SAT

CF

Long-Term Model (FY 24-40)

Includes drivers that demonstrated growth
patterns comparable to the segment in
historical years.

A linear regression was used to determine the
strengths of the relationship of each driver
within a segment.

The long-term model indicate the general
direction for the development of the segment.
Short-Term Model (FY 24-30)

Includes drivers that directly impact short-
term growth.

Explicit predictions for those drivers help to
increase the YoY accuracy of the forecast.

Overall Growth Rate Per Segment

Seagment Specific Drivers and Coefficients

a. Revenue weighted GDP growth
(244.82%)

a. Revenue weighted GDP growth
(237.00%)

a. Revenue weighted GDP growth
(262.49%)

b. S&P Agriculture Index (34.51%)

b. S&P Agriculture Index (33.00%)

b. S&P 500 Construction, Machinery &
Heavy Trucks (46.21%)

c. US Farm Net Cash Income (30.90%)

c. US Farm Net Cash Income (70.00%)

c. Yearly decline in deforestation
activity (35.36%)

Segment Specific Drivers and Coefficients

a. Cash Expenses on Machinery, Tractors, and Self-Propelled as of % of prev. Year
U.S. Net Farm Cash Income (700.00% for PPA; 65.00% for SAT)

a. Yearly decline in deforestation
activity (75.00%)

b. Turf equipment market growth growth
(65.00%)

b. Global construction equipment
market growth (25.00%)

The long-term and short-term models exhibit inverse weighting changes over time which are then multiplied with the implied growth rate of each model.

In FY 24, the short-term models carry a weight 65.00% weight which gradually reduced to 0.00% from FY 31 onwards. The long-term model constitutes the remaining portion.
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b) Revenue Long-Term Model Regression Statistics

(i) PPA

Long-Term Model Weight
GDP Growth 244.82%
S&P Agriculture Index (1 Year Lag) 34.51%
US Farm Financial Data 30.90%

Regression Statistics

Sum of Squared Errors 16.87%
Sum of Squares Total 42.14%
Standard Deviation 15.22%
R Squared 59.97%
Short-Term Model Weight

Cash Expenses on Machinery,
Tractors, and Self-Propelled as of
% of prev. Year U.S. Net Farm
Cash Income

100.00%

(i) SAT
Long-Term Model Weight
GDP Growth 236.57%
S&P Agriculture Index (1 Year Lag) 32.96%
US Farm Financial Data 9.76%
Regression Statistics
Sum of Squared Errors 15.58%
Sum of Squares Total 34.58%
Standard Deviation 12.95%
R Squared 54.94%
Short-Term Model Weight
Cash Expenses on Machinery,
Tractors, and Self-Propelled as of
% of prev. Year U.S. Net Farm 65.00%
Cash Income

35.00%

Turf Equipment Market Growth

c) Revenue per Segment and Gross- and Net Profit Margins

40

P\

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

30

20

(iii) CF
Long-Term Model Weight
GDP Growth 262.49%
S&P 500 Construction, Machinery & 46.21%
Heavy Trucks (1 Year Lag) e
Global primary forest loss (Mha) o
(2 Year Lag) 35.36%
Regression Statistics
Sum of Squared Errors 39.13%
Sum of Squares Total 136.03%
Standard Deviation 26.38%
R Squared 71.24%
Short-Term Model Weight
Global primary forest loss (Mha) o
(2 Year Lag) 75.00%
Markt Growth 25.00%
45%
35%
25%

PPA

SAT memCF msmFS = Other

== Gross Margin

e Net Profit

— 15%
) I I I I I I I I I I I I I I )
0 -5%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040

Page 38/46



Deere & Company (DE:US)

Company Report

4) List of Companies Included in Multiples Valuation

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

DEERE & CO

AGCO CORP
CATERPILLAR INC
CLAAS KGAA MBH
CNH INDUSTRIAL NV

HITACHI CONSTRUCTION MACHINE

KOMATSU LTD
KUBOTA CORP

MAHINDRA & MAHINDRA LTD

VOLVO AB-B SHS

XCMG CONSTRUCTION MACHIN-A

N = a2 AN N =

12,116
40,070
25,430
64,343
50,352
21,297
102,155
27,457

Share Price in USD

YTD Stock Return

9.96%
11.28%
29.72%

n/a

-27.86%

24.68%
52.27%

-14.24%

98.19%
35.96%
-0.52%

Market Cap (m
108,686
8,857
139,269
n/a
16,146
6,623
26,279
17,219
23,257
41,987
10,314

DEERE & CO

AGCO CORP
CATERPILLAR INC
CLAAS KGAA MBH
CNH INDUSTRIAL NV

HITACHI CONSTRUCTION MACHINE

KOMATSU LTD

KUBOTA CORP

MAHINDRA & MAHINDRA LTD
VOLVO AB-B SHS

XCMG CONSTRUCTION MACHIN-A

Revenue (m
52,577
12,651
59,427

5,339
23,551

9,464
26,211
20,501
15,102
46,950
13,951

Sales Growth
26.89%
23.16%
19.88%

2.66%
18.04%
25.14%
26.09%
24.79%
57.25%
26.60%

-14.46%

Gross Margin
32.79%
23.72%
27.73%
25.69%
28.68%
32.39%
31.32%
25.55%
39.20%

8.19%
19.01%

338.95

107.87

235.97

n/a

10.22

24.05

23.64

13.25

17.94

21.72

0.71
EBITDA Margin EBITDA Growth
27.32% 53.85%
14.46% 57.05%
23.26% 60.21%
10.62% 1.51%
21.00% 22.30%
16.46% 36.17%
19.09% 43.82%
13.12% 29.36%
16.73% 41.20%
15.31% 17.42%

n/a

n/a

EPS

Net Income Margin
13.33%
7.36%
12.56%
2.92%
8.33%
5.70%
9.35%
5.97%
8.48%
8.38%
4.94%

Enterprise Value D/E Ratio
105,705 256
10,786 42
142,584 236
n/a 35
18,090 332
10,616 83
33,737 42
30,928 79
32,667 138
37,649 123
17,085 132

EV/EBITDA EV/Revenues

8.8x 2.0x 14.4x
6.6x 0.9x 8.6x
12.4x 2.4x 16.3x
n/a n/a n/a
3.9x 0.8x 7.0x
7.2x 1.1x 9.5x
6.8x 1.3x 9.1x
13.0x 1.5x 12.9x
12.9x 2.2x 17.4x
5.0x 0.8x 11.2x
13.8x 1.2x 12.3x
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5) Sensitivity Tables

Company Report

NOVA SCHOOL OF

BUSINESS & ECONOMICS

NOVA

1. Effect of the cost of debt an D/EV ratio on the unlevered cost of capital
D/EV
risk free rate proxy as lower bound 7.68% 25.00% 27.50% 30.00% 32.50% 35.00% 38.12% 40.00% 42.50% 45.00% 47.50% 50.00% Statistics
4.51% 7.25% 7.24% 7.24% 7.25% 7.25% 7.26% 7.27% 7.28% 7.29% 7.31% 7.32% Median 7.67%
4.72% 7.31% 7.31% 7.32% 7.32% 7.33% 7.34% 7.35% 7.37% 7.38% 7.40% 7.42% Average 7.68%
4.94% 7.37% 7.38% 7.39% 7.40% 7.41% 7.43% 7.44% 7.46% 7.48% 7.50% 7.52% Min 7.24%
5.16% 7.44% 7.45% 7.46% 7.47% 7.49% 7.51% 7.53% 7.55% 7.57% 7.59% 7.62% Max 8.30%
5.38% 7.50% 7.51% 7.53% 7.55% 7.57% 7.60% 7.61% 7.64% 7.66% 7.69% 7.71% STDEV 0.27%
calculated rd rd 5.60% 7.56% 7.58% 7.60% 7.62% 7.65% 7.68% 7.70% 7.72% 7.75% 7.78% 7.81% STDEV as % of Avg 3.57%
5.82% 7.62% 7.65% 7.67% 7.70% 7.73% 7.76% 7.78% 7.81% 7.84% 7.88% 791% STDERR 0.02%
6.04% 7.69% 7.72% 7.74% 777% 7.81% 7.85% 7.87% 7.90% 7.94% 7.97% 8.01% Lower Bound 7.74%
6.26% 7.75% 7.78% 7.82% 7.85% 7.88% 7.93% 7.96% 7.99% 8.03% 8.07% 8.10% Upper Bound 7.61%
6.47% 7.81% 7.85% 7.89% 7.93% 7.96% 8.01% 8.04% 8.08% 8.12% 8.16% 8.20% Confidence Intervall 99%
extrapolated analougous to risk free rate 6.69% 7.88% 7.92% 7.96% 8.00% 8.04% 8.10% 8.13% 8.17% 8.21% 8.26% 8.30% Z= 2.58
2. Effect of the equity beta and E/EV ratio on the unlevered cost of capital
E/EV
7.68% 50.00% 52.50% 55.00% 57.50% 60.00% 61.88% 65.00% 67.50% 70.00% 72.50% 75.00% Statistics
lower bound 0.797 6.94% 6.97% 7.00% 7.02% 7.05% 7.07% 7.09% 711% 7.13% 7.15% 717% Median 7.67%
0.842 7.06% 7.09% 7.12% 7.14% 717% 7.19% 7.22% 7.24% 7.26% 7.28% 7.30% Average 7.65%
0.887 717% 7.20% 7.23% 7.26% 7.29% 7.31% 7.34% 7.37% 7.39% 741% 7.43% Min 6.94%
0.933 7.28% 7.32% 7.35% 7.38% 7.41% 7.43% 7.47% 7.49% 7.52% 7.54% 7.56% Max 8.36%
0.978 7.39% 7.43% 7.47% 7.50% 7.53% 7.55% 7.59% 7.62% 7.65% 7.67% 7.69% STDEV 0.37%
estimated equity beta for Deere & Co. equity beta 1.024 7.50% 7.54% 7.58% 7.62% 7.65% 7.68% 7.72% 7.74% 7.77% 7.80% 7.83% STDEV as % of Avg 4.80%
1.061 7.60% 7.64% 7.68% 7.72% 7.75% 7.78% 7.82% 7.85% 7.88% 7.91% 7.93% STDERR 0.03%
1.098] 7.69% 7.73% 7.77% 7.81% 7.85% 7.88% 7.92% 7.95% 7.98% 8.01% 8.04% Lower Bound 7.73%
1.135] 7.78% 7.83% 7.87% 7.91% 7.95% 7.98% 8.02% 8.05% 8.09% 8.12% 8.15% Upper Bound 7.56%
1.172] 7.87% 7.92% 7.96% 8.01% 8.05% 8.08% 8.12% 8.16% 8.19% 8.22% 8.25% Confidence Intervall 99%
upper bound 1.209] 7.96% 8.01% 8.06% 8.10% 8.15% 8.18% 8.22% 8.26% 8.30% 8.33% 8.36% = 2.58
3. Effect of the terminal value growth rate and the unlevered cost of capital on the share price
TV growth rate
392 0.97% 1.22% 1.47% 1.72% 1.97% 2.22% 2.47% 2.72% 2.97% 3.22% 3.47% Statistics
min 6.94% 424.44 432.04 440.20 448.95 458.35 468.45 479.29 490.89 503.25 516.28 529.74 Median 389.72
7.09% 412.31 419.14 426.43 434.19 442.47 451.28 460.63 470.49 480.79 491.36 501.86 Average 396.25
7.24% 400.75 406.87 413.36 420.23 427.49 435.12 44312 451.41 459.87 468.27 476.16 Min 327.70
7.38% 389.72 395.19 400.95 407.00 413.32 419.89 426.66 433.54 440.35 446.80 452.38 Max 529.74
7.53% 379.19 384.06 389.15 394.43 399.90 405.50 411.16 416.76 422.09 426.80 430.32 STDEV 47.29
Ru 7.68% 369.14 373.45 377.91 382.50 387.18 391.89 396.54 400.98 404.96 408.11 409.81 STDEV as % of Avg 11.94%
7.81% 360.18 364.01 367.93 371.92 375.93 379.88 383.67 387.12 389.98 391.82 391.98 STDERR 4.30
7.95% 351.58 354.95 358.38 361.81 365.20 368.45 371.45 374.00 375.82 376.47 375.24 Lower Bound 407.32
8.09% 343.31 346.27 349.22 352.14 354.95 357.55 359.82 361.54 362.42 361.98 359.49 Upper Bound 385.18
8.22% 335.36 337.92 340.44 342.88 345.15 347.15 348.74 349.70 349.71 348.28 344.64 Confidence Intervall 99%
max 8.36% 327.70 329.90 332.01 334.00 335.77 337.22 338.18 338.44 337.65 335.31 330.63 Z= 2.58
4. Effect of the margin and the equipment operations growth rate on the share price
ji to revenue growth in 2024 vs base case
392 -3.75% -3.00% -2.25% -1.50% -0.75% 0.00% 0.75% 1.50% 2.25% 3.00% 3.75% Statistics
lower bound -0.50% 369.11 371.90 374.69 377.48 380.28 383.07 385.86 388.65 391.45 394.24 397.03 Median 391.89
-0.40% 370.82 373.62 376.42 379.22 382.03 384.83 387.64 390.44 393.25 396.05 398.86 Average 391.89
-0.30% 372.52 375.33 378.15 380.96 383.78 386.60 389.41 392.23 395.05 397.87 400.68 Min 369.11
adjustment to -0.20% 374.22 377.05 379.88 382.70 385.53 388.36 391.19 394.02 396.85 399.68 402.51 Max 415.28
gross margin -0.10% 375.93 378.76 381.60 384.44 387.28 390.12 392.97 395.81 398.65 401.49 404.33 STDEV 10.65
in 2024 vs base 0.00% 377.63 380.48 383.33 386.18 389.04 391.89 394.74 397.60 400.45 403.30 406.16 STDEV as % of Avg 2.72%
case 0.10% 379.33 382.19 385.06 387.92 390.79 393.65 396.52 399.38 402.25 405.12 407.98 STDERR 0.97
0.20% 381.03 383.91 386.79 389.66 392.54 395.42 398.29 401.17 404.05 406.93 409.81 Lower Bound 374.37
0.30% 382.74 385.62 388.51 391.40 394.29 397.18 400.07 402.96 405.85 408.74 411.63 Upper Bound 393.48
0.40% 384.44 387.34 390.24 393.14 396.04 398.94 401.84 404.75 407.65 410.55 413.46 Confidence Intervall 90%
upper bound 0.50% 386.14 389.05 391.97 394.88 397.79 400.71 403.62 406.53 409.45 412.37 415.28 = 1.64
5. Effect of the equity beta and the av. dividend growth rate on the share price
av. dividend growth rate
373 6.93% 7.03% 7.13% 7.23% 7.33% 7.43% 7.53% 7.63% 7.73% 7.83% 7.93%
lower bound 0.7981 546.14 604.03 675.63 766.50 885.61 1048.54 1284.95 1658.98 2340.19 3970.57 13090.73 356.75
0.8433] 459.56 499.87 547.93 606.21 678.36 770.02 890.30 1055.13 1294.86 1675.54 237327 Average 455.51
0.8886| 396.67 426.35 460.82 501.36 549.72 608.40 681.11 773.56 895.05 1061.81 1304.92 Min 201.44
0.9338 348.93 371.68 397.61 427.43 462.09 502.86 551.53 610.62 683.89 77715 899.85 Max 13090.73
0.9790 311.44 329.44 349.65 372.51 398.56 428.53 463.37 504.37 553.34 612.85 686.69 STDEV 308.61
estimated equity beta for Deere & Co. equity beta 1.0242 281.23 295.82 312.02 330.09 350.38 373.34 399.51 429.62 464.65 505.89 555.17 STDEV as % of Avg 67.75%
1.0612 260.58 273.07 286.81 302.01 318.91 337.81 359.10 383.24 410.87 442.80 480.10 STDERR 28.06
1.0981 242.76 253.57 265.37 278.33 29262 308.46 326.11 345.90 368.26 393.69 422.91 Lower Bound -52.10
1.1350 227.23 236.66 246.92 258.10 270.34 283.80 298.68 315.19 333.65 354.39 377.89 Upper Bound 501.66
11719, 213.56 221.87 230.86 240.61 251.21 262.80 275.50 289.49 304.98 322.23 341.54 Confidence Intervall 90%
upper bound 1.2089 201.44 208.82 216.76 225.33 23461 244.68 255.66 267.67 280.86 295.42 311.57 = 1.64
6. Effect of the Dividend growth rate and the next Dividend on the shareprice in the dividend discount model
av. dividend growth rate
373 6.93% 7.03% 7.13% 7.23% 7.33% 43% 7.53% 7.63% 7.73% 7.83% 7.93%
Upper Bound (Dividend t+1 = +25%) 712 351.53 369.78 390.02 412,61 437.98 466.67 499.38 537.03 580.81 632.37 693.97 Median 373.34
6.84 337.47 354.99 374.42 396.11 420.46 448.00 479.41 515.55 557.58 607.07 666.21 Average 390.70
6.55 323.41 340.20 358.82 379.60 402.94 429.34 459.43 494.07 534.35 581.78 638.45 Min 210.92
6.27 309.35 325.40 343.22 363.10 385.42 41067 439.46 472.58 511.11 556.48 610.69 Max 693.97
5.98 295.29 310.61 327.62 346.59 367.90 392.00 419.48 451.10 487.88 531.19 582.93 STDEV 106.68
Dividend in t+1 5.70 281.23 295.82 312.02 330.09 350.38 373.34 399.51 429.62 464.65 505.89 555.17 STDEV as % of Avg 27.30%
541 267.16 281.03 296.42 313.59 332.86 354.67 379.53 408.14 441.42 480.60 527.42 STDERR 9.70
5.13 253.10 266.24 280.82 297.08 315.35 336.00 359.56 386.66 418.18 455.30 499.66 Lower Bound 215.24
4.84 239.04 251.45 265.22 280.58 297.83 317.34 339.58 365.18 394.95 430.01 471.90 Upper Bound 406.65
4.56 224.98 236.66 249.61 264.07 280.31 298.67 319.61 343.70 371.72 404.71 444.14 Confidence Intervall 90%
Lower Bound (Dividend t+1 = -25%) 4.27 210.92 221.87 234.01 247.57 262.79 280.00 299.63 322.22 348.49 379.42 416.38 = 1.64
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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 Christoph Piirner and Luise Wagner, both Master in Finance
students of Nova School of Business and Economics (“Nova SBE”), within the context of
the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for
academic evaluation and master graduation purposes, within the context of said Field Lab
— Equity Research. It is not to be construed as an offer or a solicitation of an offer to buy
or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic
capacity, who revised the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it
is Nova SBE understanding that Nova SBE, the author, the present report and its
publishing, are excluded from the persons and activities requiring previous registration
from local regulatory authorities. As such, Nova SBE, its faculty and the author of this report
have not sought or obtained registration with or certification as financial analyst by any
local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her
academic supervisor is registered with or qualified under ComMISSAO 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 program.

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 authors - Master’s students - are the solely and
exclusively 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.
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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.
The author hereby certifies that the views expressed in this report accurately reflect his/her
personal opinion about the target company and its securities. He/ She has not received or
been promised any direct or indirect compensation for expressing the opinions or
recommendation included in this report.

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

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

counterparties, private or intermediate customers.

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