UPDATE

Websolute

Euronext Growth Milan | Digital | Italy

Production 29/09/2023, h. 18:30
Published 02/10/2023, h. 07:00

EQUITY RESEARCH

SIM
NTEGRA

Stocks performance relative to FTSE Italia Growth

140 300 k
Rating Target Price 130 Dk
A BUY €4,70 120
10 r\ 200 k
unchanged prev. € 5,00 !
100 V"A..l v _al[_,r'"\ 150 k
S 100 k
80
50 k
70 j j
40 T Jul. TOL £Y PPYY TR I 1 PR SR PO buhe ok
Sep-22  Nov-22 Jan-23 Mar-23 May-23  Jul-23  Sep-23
Risk . . = WBS IM - Volume WBS IM ITAIM Index
Upside potential
C o e >
] 158,2%
Medium
Price £€1,82
Target price € 4,70
Key Financials (€/min) FY22A FY23E FY24E FY25E Upside/(Downside) potential 158,2%
Sales 21,54 21,50 23,60 26,50 Ticker WBS IM EQUITY
EBITDA Ad;. 2,61 4,00 4,80 6,10 Market Cap (€/mln) €18,61
EBIT (0,21) 1,70 2,60 3,90 EV (€/mln) € 21,85
Net Profit (0,52) 1,00 1,55 2,45 Free Float 30,18%
NFP 3,24 2,03 (0,07) (2,87) Share Outstanding 10.226.825
EBITDA Adj. margin 1,4% 17,4% 91%  21,8% 52-week high €243
EBIT margin -0,9% 7,4% 10,4% 13,9% 52-week low € 1,68
Net Profit margin -2,3% 4,3% 6,2% 8,8% Average daily volumes (3 months) 2.067

Mattia Petracca | mattia.petracca@integraesim.it

Alessandro Colombo | alessandro.colombo®integraesim.it



Stock performance ™ 3M 6M Y

Absolute -4,21% -9,00% -21,89% 1,1%
to FTSE Italia Growth 2,23% 0,31% -10,09% 6,37%
to Euronext STAR Milan 2,97% 3,36% -517% -3,19%
to FTSE All-Share -1,65% -11,82% -21,96% -35,03%
to EUROSTOXX -0,70% -6,32% -19,09% -26,20%
to MSCI World Index 0,32% -7,45% -24,89% -17,19%
Main Ratios FY22A FY23E FY24E FY25E
EV/EBITDA 8,4 x SISPd 4,6 x 3,6 x
EV/EBIT N/A 12,9 x 8,4 x 56 x
1H23A Results

At the end of the first half-year of 2023, Websolute Group reported revenues of € 10.32 mil-
lion, a slight decrease of 1.8% compared to the results of IH22A, in which revenues amounted
to € 10.50 million. EBITDA came in at € 1.38 million, showing a marked increase (+54.8%)
compared to 1H22A, in which it was equal to € 0.89 million. Similarly, the EBITDA margin went
from 8.0% in TH22A to 12.4% in the half-year under review. EBIT came in positive and equal to
€ 0.21 million, showing a marked increase compared to the negative result of € 0.08 million
reported in TH22A. The value of Net Income for IH23A was similarly on the rise, coming in at
€ -0.10 million, compared to a result for IH22A equal to € -0.21 million. The NFP for the first
half-year of 2022 showed an improvement of 21.7% compared to the FY22A result (equal to €
3.24 million of debt), settling at a value of € 2.53 million of debt.

Estimates Update

In light of the results published in the half-year report for IH23A, we have adjusted our esti-
mates for both the current year and the coming years. In particular, we now estimate FY23E
sales revenues of € 21.50 million and an adjusted EBITDA equal to € 4.00 million, corre-
sponding to a margin of 17.4%. In the following years, we expect the sales value to rise to €
26.50 million (CAGR 22A-25E: 7.2%) in FY25E, with adjusted EBITDA equal to € 4 .10 million,
corresponding to a margin of 21.8%. As regards the balance sheet, we estimate a cash positi-
ve NFP of € 2.87 million for FY25E.u

Valuation Update

We conducted our valuation of the equity value of Websolute based on the DCF method
and multiples of a sample of comparable companies. The DCF method (including, for pru-
dential purposes, a specific risk of 2.5% in the calculation of the WACC,) returned an equity
value of € 52.5 million. Using market multiples, the equity value of Websolute was calcula-
ted as € 43.6 million. The result gives an average equity value of approximately € 48.1 mil-
lion. The target price is € 4.70, BUY rating, and MEDIUM risk.
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Economics & Financials

TABLE 1- ECONOMICS & FINANCIALS

CONSOLIDATED INCOME STATEMENT (€/mln) FY21A FY22A FY23E FY24E FY25E
Sales 18,59 21,54 21,50 23,60 26,50
Other Revenues 1,31 1,25 1,50 1,50 1,50
Value of Production 19,89 22,79 23,00 25,10 28,00
COGS 0,64 1,00 1,00 1,0 1,20
Services 7,05 8,56 7,50 8,00 8,60
Use of Asset owned by Others 0,50 0,36 0,40 0,40 0,40
Employees 8,64 10,54 10,00 10,60 11,50
Other Operating Expenses 0,2 0,25 0,20 0,20 0,20
EBITDA 2,93 2,08 3,90 4,80 6,10
EBITDA Margin 14,8% 91% 17,0% 19,1% 21,8%
Non recurrent items (0,15) 0,52 0,10 0,00 0,00
EBITDA Adj. 2,79 2,61 4,00 4,80 6,10
EBITDA Adj. Margin 14,0% 4% 174% 19,1% 21,8%
D&A 1,97 2,29 2,20 2,20 2,20
EBIT 0,97 (0,21) 1,70 2,60 3,90
EBIT Margin 4,9% -0,9% 7,4% 10,4% 13,9%
Financial Management (0,07) (0,10 (0,20) (0,20) (0,15)
EBT 0,90 (0,31) 1,50 2,40 3,75
Taxes 0,43 0,21 0,50 0,85 1,30
Net Income 0,47 (0,52) 1,00 1,55 2,45
Minorities Income 0,03 0,03 0,05 0,05 0,10
CONSOLIDATED BALANCE SHEET (€/mln) FY21A FY22A FY23E FY24E FY25E
Fixed Asset 7,26 7,92 7,35 6,35 5,35
Accounts receivable 5,67 6,69 7,10 7,80 8,75
Inventories 0,07 on 0,15 0,15 0,15
Accounts payable 1,35 1,63 1,60 1,75 1,90
Operating Working Capital 4,39 5,18 5,65 6,20 7,00
Other Receivables 1,27 1,57 1,70 1,90 2,15
Other Payables 3,27 3,35 3,50 3,70 4,00
Net Working Capital 2,38 3,40 3,85 4,40 5,15
Severance Indemnities & Provision 2,03 2,52 2,60 2,70 2,80
NET INVESTED CAPITAL 7,62 8,81 8,60 8,05 7,70
Share Capital 0,19 0,20 0,20 0,20 0,20
Reserves and Retained Profits 3,67 4,97 4,42 537 6,87
Net Profit 0,45 (0,55) 0,95 1,50 2,35
Equity 4,31 4,62 5,57 7,07 9,42
Minorities Equity 0,90 0,95 1,00 1,05 1,15
Cash and Cash Equivalents 3,62 4,01 4,07 6,07 8,77
Short-Term Financial Debt 1,86 2,01 2,0 2,20 2,30
ML Term Financial Debt 4,16 5,24 4,00 3,80 3,60
Net Financial Position 2,41 3,24 2,03 (0,07) (2,87)
TOTAL SOURCES 7,62 8,81 8,60 8,05 7,70
SIM
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CONSOLIDATED CASH FLOW (€/mln) FY22A FY23E FY24E FY25E

EBIT (0,21) 1,70 2,60 3,90
Taxes 0,21 0,50 0,85 1,30
NOPAT (0,42) 1,20 1,75 2,60
D&A 2,29 2,20 2,20 2,20
Change in receivables (1,03) (0,41) (0,70) (0,95)
Change in inventories (0,04) (0,04) 0,00 0,00
Change in payables 0,28 (0,03) 0,15 0,15
Other Changes (0,23) 0,02 0,00 0,05
Change in NWC (1,02) (0,45) (0,55) (0,75)
Change in Provisions 0,49 0,08 0,10 0,10
OPERATING CASH FLOW 1,35 3,03 3,50 4,15
Capex (2,95) (1,63) (1,20) (1,20)
FREE CASH FLOW (1,60) 1,41 2,30 2,95
Financial Management (0,10 (0,20) (0,20) (0,15)
Change in Payables to Banks 1,22 (1,4) (0,10 (0,10)
Change in Equity 0,88 0,00 0,00 0,00
FREE CASH FLOW TO EQUITY 0,39 0,06 2,00 2,70

Source: Websolute and Integrae SIM estimates

Company Overview

Websolute operates in the digital communications and digital marketing sector, and, than-
ks to almost twenty years of experience and vertical skills gained in the various areas of its
activities, offers its customers a vast range of business digital services and solutions. Leve-
raging cloud services provided by major Italian and global players and widespread global
digital platforms, the Group takes care of the entire value creation process for its customers
with its own resources, ranging from strategic consultancy through to the implementation
and maintenance of digital services to strengthen brands, and the creation of tailor-made
marketing strategies to help its customers develop their businesses.

The Group supports its customers on the Italian market, responding to their needs in terms
of: branding (how companies communicate their brand through digital channels); marke-
ting (how companies look for markets and how customers look for products); commerce
(how companies sell and how customers want to buy); and technology (as an enabling fac-
tor to support the above processes).

SIM
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1H23A Results

TABLE 2 - TH23A VS 1TH22A

€/min Sales EBITDA Adj. EBITDA Adj. % EBIT Net Income NFP
TH23A 10,32 1,48 13,3% 0,21 (0,10 2,53
TH22A 10,50 115 10,3% (0,08) (0,21) 3,24*

Change -1,8% 28,7% 3,0% 29,3% 11,0% N.A

*NFP al 31/12/2022
Source: Integrae SIM

In the half-year results press release, Lamberto Mattioli, President and CEO of Websolu-

te, commented: “Despite the moment of great difficulty in the national and international
economy, due primarily to the generalized increase in the costs of raw materials and the
strongly negative repercussions of the rise in energy costs and inflation, which are having
an impact on businesses and the income statements of companies in almost all product
sectors, Websolute Group has been able to react promptly and effectively to the new needs
and constraints dictated by the crisis, by managing, in a context of uncertainty, a line of
greater prudence, yet continuing its path with coherence and continuity on the strategic in-
vestments front and particularly from the point of view of the products and services offered
to the market, which are fundamental in facing the challenges of a very competitive market
in the near future. There is still great uncertainty about the future trends of the economy
and the markets, as we have no definition of the duration of the crisis and have to foresee
long times to identify solutions to the problems that have arisen on the inflation front and
the recovery of margins in the company balance sheets. From June 2022, the Group has
activated a careful and effective policy of cost normalization, organizational structure op-
timization and the streamlining of processes, management tools and operational measures
aimed at improving the Group’s profitability. This activity has brought important economic
and financial benefits to the management of the first half-year of 2023, and it is believed
that the improvements, coming from structural interventions, will continue to produce posi-
tive effects on the Group’s results also in the second half-year of the current year and in the
next financial year”

At the end of the first half-year of 2023, Websolute Group reported revenues of € 10.32 mil-
lion, a slight decrease of 1.8% compared to the results of ITH22A, in which revenues amoun-
ted to € 10.50 million. We note, however, that the revenues from sales and margin-produ-
cing services, together with the variation attributable to the integration of proceeds from
public contributions on production orders (belonging to the item “Other revenues and
income”, and equal to € 0 .27 million for IH23A), point to an effective growth of 3.9% com-
pared to IH22A. Conversely, the performance of so-called non-margin-producing marketed
products, i.e. those producing revenues from the chargeback of costs incurred on behalf of
customers and re-invoiced, are attributable for a significant contraction of approximately
-38.6%. The data relating to turnover is better appreciated if revenues are analyzed in refe-
rence to individual product lines. Indeed, it emerges that, despite the particularly negative
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macroeconomic situation affecting the half-year in question, the majority of the Group’s
business lines saw a growth in revenues, testifying to the effectiveness of management
decisions. In particular, we highlight the following lines: Digital Marketing +6.0%, Social &
Influencer Marketing +6.0%, Augmented Virtual Reality and Artificial Intelligence +23.0%,
and Digital Strategy Consulting +2.0%. We, furthermore, highlight a value of production of
€ 1116 million for the first half-year of 2023, showing a slight decrease (-0.3%) compared to
the equivalent figure for TH22A.

EBITDA came in at € 1.38 million, showing a marked increase (+54.8%) compared to TH22A,
in which it was equal to € 0.89 million. Similarly, the EBITDA margin went from 8.0% in 1H22A
t0 12.4% in the half-year under review. This result is attributable to the generalized growth

of margin-producing revenue lines, which have more than compensated for the increases

in production costs. Furthermore, from the first half-year of 2023, it is possible to appreciate
the benefits, in terms of the reduction of certain costs, of the optimization and efficiency
plan implemented by the Group from June 2022 onwards.

In particular, there has been an increase in the consumption of raw and consumable mate-
rials and changes in inventories equal to € 0.47 million, showing an increase of 28.0% com-
pared to IH22A, mainly caused by the growth in revenues deriving from the increase in sales
of finished products, as well as by the costs incurred in order to equip the subsidiary More
Srl with virtual reality equipment. Conversely, costs for services (equal to € 3.76 million in
TH23A) saw a decrease of 13.1% compared to the equivalent figure for IH22A, made possible
by the cost normalization and optimization measures implemented by management.

Adjusted EDITDA, taking into account increased non-recurring expenses equal to € 0.10
million (relating to one-off costs that the parent company incurred to resolve certain dispu-
tes following the liquidation of the benefit corporation subsidiary W-Mind Srl, on May 15,
2023), amounted to

€ 1.48 million in the half-year in question, with a margin of 13.3%, attesting to a growth of
28.7% compared to the equivalent figure for IH22A, equal to € 1.15 million (with a margin of
10.3%).

EBIT, as of June 30, 2022, calculated net of amortization and depreciation of € 1.17 million,
came in positive and equal to € 0.21 million, a marked increase compared to the negative
result of € 0.08 million reported in TH22A. Similarly growing, though negative, was the Net
Income value for TH23A, equal to € -0.10 million, compared to a result for IH22A equal to €
-0.21 million.

The NFP for the first half-year of 2022 showed an improvement of 21.7% compared to the
FY22A result (equal to € 3.24 million of debt), settling at a value of € 2.53 million of debt.
The item was mainly impacted by the decision to reduce bank financial debt. The decre-
ase in financial debt was accompanied by a decrease in cash in relation to the purchase
of own shares during the period, as well as to the payment of debts for extraordinary M&A
operations, and, in particular, to the exercise of the call option for the purchase of the Aca-
demy business unit from Sida Group Srl, dated June 30, 2022.
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Furthermore, we note that, in the half-year in question, the Websolute Group made various
types of investments, including:

»  Strategic investments in pursuit of high potential targets in specific
market niches, and aimed at building in-house know-how and to-
ols;

e Production investments mainly connected to the Group’s push to
expand its catalog of products and services, taking into consideration
recent market trends and the emerging demands of customers, which
are increasingly oriented to the use of artificial intelligence. In particu-
lar, the Group has put in place a financing plan aimed at the creation
of new platforms and re-engineering. Furthermore, we note the suc-
cessful conclusion of the first phase of the Metaverso project and the
development of Web 4.0 technologies;

«  Organizational investments oriented to strengthening and developing
potential synergies, particularly regarding the processing of manage-
ment, financial and accounting information.

SIM
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FY23E - FY25E Estimates

TABLE 3 - ESTIMATES UPDATES FY23E-25E

€/min FY23E FY24E FY25E
Sales

New 21,50 23,60 26,50

Old 23,70 26,50 30,00

Change -93% -10,9% -1,7%
EBITDA Adij.

New 4,00 4,80 6,10

Old 4,65 5,35 6,25

Change -14,0% -10,3% -2,4%
EBITDA Adj. %

New 17,4% 19,1% 21,8%

Old 19,6% 20,2% 20,8%

Change -2,2% -1,1% 1,0%
EBIT

New 1,70 2,60 3,90

Old 2,15 2,95 3,95

Change -20,9% -1,9% -,3%
Net Income

New 1,00 1,55 2,45

Old 1,30 1,80 2,45

Change -23,1% -13,9% 0,0%
NFP

New 2,03 (0,07) (2,87)

Old 1,43 (0,72) (3,37)

Change N/A N/A N/A

Source: Integrae SIM

In light of the results published in the half-year report for IH23A, we have adjusted our esti-

mates for both the current year and the coming years.

In particular, we now estimate FY23E sales revenues of € 21.50 million and an adjusted EBI-

TDA equal to € 4.00 million, corresponding to a margin of 17.4%. In the following years, we
expect the sales value to rise to € 26.50 million (CAGR 22A-25E: 7.2%) in FY25E, with adju-
sted EBITDA equal to € 4 .10 million, corresponding to a margin of 21.8%.

On the balance sheet, we estimate a cash positive NFP of € 2.87 million for FY25E.
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CHART 3 - CAPEX FY22A-25E
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CHART 4 - NFP FY22A-25E
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Valuation

We conducted our valuation of the equity value of Websolute based on the DCF method
and multiples of a sample of comparable companies.

DCF Method
TABLE 4 - WACC
WACC 6,58%
D/E Risk Free Rate B Adjusted o (specific risk)
122,22% 3,64% 0,65 2,50%
K, Market Premium B Relevered K,
3,50% 8,33% 1,22 1,54%

Source: Integrae SIM

For prudential purposes, we included a specific risk of 2.5%. The result is therefore a
WACC of 6.58%.

TABLE 5 - DCF VALUATION

DCF % of EV
FCFO actualized 6,4 12%
TV actualized DCF 49,3 88%
Enterprise Value 55,8 100%
NFP (FY22A) 3,2

Equity Value 52,5

Source: Integrae SIM

With the above data and taking our estimates and assumptions as reference, the result is
an equity value of € 52.5 million.

TABLE 6 - EQUITY VALUE - SENSITIVITY ANALYSIS

waco

5% 5,6% 61% 6,6% 71% 7,6% 8,1%
2,5% 13,3 94,5 80,9 70,7 627 56,2 50,9

2,0% 95,5 81,8 714 633 56,8 51,5 47,0

Growth Rate 1,5% 82,6 72, 64,0 574 52,0 475 437
) 1,0% 72,9 64,6 58,0 52,5 48,0 44, 40,8
0,5% 653 58,6 53] 485 44,6 41,2 38,3

0,0% 59,2 53,6 49,0 45,0 4,6 387 36,

-0,5% 54,2 495 45,5 42, 39) 36,5 34,2

Source: Integrae SIM
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Market multiples

Our panel is made up of companies operating in the same sector as Websolute. These com-
panies are the same used to calculate Beta for the DCF method. The panel is made up of:

TABLE 7 - MARKET MULTIPLES

Company Name EV/EBITDA
FY23E FY24E FY25E
Neosperience SpA 7,5 x 6,2 x 4,9 x
Cyberoo SpA 9,6 x 6,2 X N/A
Reply SpA 9.8 x 8,8 x 8,2 x
Growens SpA 63,0 x 42,0 x 27,3 x
Tinexta SpA 10,3 x 8,9 x 7,7 X
Peer median 9,8 x 8,8 x 7,9 x
Source: Infinancials
TABLE 8 - MARKET MULTIPLES VALUATION
€/min FY23E FY24E FY25E
Enterprise Value (EV)
EV/EBITDA Adj. 39,3 42,2 48,4
Equity Value
EV/EBITDA Adj. 37,3 42,3 51,2
Average 37,3 42,3 51,2

Source: Integrae SIM

Using EV/EBITDA and EV/EBIT market multiples, the equity value of Websolute is approximately

€ 43.6 million.
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Equity Value

TABLE 9 - EQUITY VALUE

Average Equity Value (€/mln) 48,1
Equity Value DCF (€/mln) 52,5
Equity Value multiples (€/min) 43,6
Target Price (€) 4,70

Source: Integrae SIM

The result gives an average equity value of approximately € 48.1 million. The target price is

therefore € 4.70 (prev. € 5.00). We confirm a BUY rating and MEDIUM risk.

TABLE 10 - TARGET PRICE IMPLIED VALUATION MULTIPLES

Multiples FY22A FY23E FY24E
EV/EBITDA 19,7x 12,8x 10,7x
EV/EBIT N/A 30,2x 19,7x

Source: Integrae SIM

TABLE 11 - CURRENT PRICE IMPLIED VALUATION MULTIPLES

Main Ratios FY22A FY23E FY24E
EV/EBITDA 8,4 x 5,5 x 4,6 x
EV/EBIT N/A 12,9 x 8,4 x

Source: Integrae SIM
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tion and/or recommendations contained therein.

This document is intended for distribution only to professional clients and qualified counterparties as defined in
Consob Regulation no. 20307/2018, as subsequently amended and supplemented, either as a printed document
and/or in electronic form.

Rating system (long term horizon: 12 months)

The BUY, HOLD and SELL ratings are based on the expected total return (ETR - absolute performance in the 12
months following the publication of the analysis, including the ordinary dividend paid by the company), and the
risk associated to the share analyzed. The degree of risk is based on the liquidity and volatility of the share, and
on the rating provided by the analyst and contained in the report. Due to daily fluctuations in share prices, the
expected total return may temporarily fall outside the proposed range

Equity Total Return (ETR) for different risk categories

Rating Low Risk Medium Risk High Risk

BUY ETR>=7.5% ETR>=10% ETR>=15%
HOLD -5% < ETR < 7.5% -5% < ETR <10% 0% < ETR < 15%
SELL ETR <= -5% ETR<=-5% ETR<= 0%

U.R. Rating e/o target price Under Review

N.R. Stock Not Rated

Valuation methodologies (long term horizon: 12 months)

The methods that INTEGRAE SIM SpA prefers to use for value the company under analysis are those which are
generally used, such as the market multiples method which compares average multiples (P/E, EV/EBITDA, and
other) of similar shares and/or sectors, and the traditional financial methods (RIM, DCF, DDM, EVA etc). For finan-
cial securities (banks and insurance companies) Integrae SIM SpA tends to use methods based on comparison of
the ROE and the cost of capital (embedded value for insurance companies).

The estimates and opinions expressed in the publication may be subject to change without notice. Any copying
and/or redistribution, in full or in part, directly or directly, of this document are prohibited, unless expressly autho-
rized.

Conflict of interest

In order to disclose its possible interest conflict Integrae SIM states that:

. It operates or has operated in the past 12 months as the entity responsible for carrying out the activities of
Euronext Growth Advisor of the Websolute SpA;
. It plays, or has played in the last 12 months, role of specialist financial instruments issued by Websolute SpA;

. In the IPO phase, Integrae SIM played the role of global coordinator.
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