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A SOLID EQUITY STORY WHICH DESERVES A BUY

4Q was a touch above estimates and of good quality: the organic top-
line was sound (~8%) while Adj. EBITDA returned to grow (+18% YoY).
Cash generation was extremely strong (FCF=~€45mn). We upgrade to
BUY (TP to €18.8ps from €17ps) in light of: 1) More visibility on the IA
division’s restructuring which is a strong lever to bring company’s
margins above >15%, 2) Strong order intake (+21% YoY) and 3) Better
than expected FCF generation (avg. FCF 16-17E=€50mn).

B 4Q15: atouch above expectations. Solid cash generation

e Sales at €143.8mn (+15.5% YoY) - already disclosed;

e Adj. EBITDA at €20.7mn (18.5% YoY) vs €19.8mn exp.;

e Nlat€10.1mn vs €10.7mn exp.;

e NFP at€-21.0mn (FY14=€-55.7mn) vs €-31.3mn exp.

4Q was a touch above expectations. Following organic growth which
was sound (~8%), EBITDA was back to grow (+18% YoY) mainly thanks to
a substantial improvement of the IA division. ADC continued to be very
strong (org. growth close to 8% with FY margins = 22%) while IA turned
to deliver positive results (org. ~14% with FY margins at ~6%) on the
back of the Systems BU recovery (Royal mail order). Once again Europe
was the driver (double digit growth). Despite substantially higher Capex (€-
22mn vs €-12mn FY14), FY FCF was strong and better than exp. (~€45mn)
thanks to strict TWC management (6.8% on sales/8.7% FY14).

B CFO leaving the company

Unexpectedly, CFO Mr. Borgheresi announced to leave the company for a
new professional position after 1 year. DAL is searching a substitute.

From our point of view, there is no negative read-across or impact on the
underlying business.

B Outlook: room for solid organic growth and margins expansion

During the CC, the management was confident about 2016:

e Organic growth is expected to be well above the market trend (>>5%)
thanks to an expected sound development in the US (ADC as well as
IA) and the consolidation in Europe; these indications are supported by
a solid order intake (book-to-bill at 110% in 4Q);

e Margins are forecasted to benefit from: 1) Efficiencies on
production/procurement, 2) Strict control on G&A costs and 3)
Operating leverage (price erosion under control at ~2%).

The company expects that such drivers could allow the “troubled” 1A

division to deliver double digit margins (we have ~9% in FY16E).

B Basically confirming our 2016-17 EPS estimates
We basically confirm 2016-17 EPS estimates after being a little bit more
positive on top-line and EBITDA margin while incorporating higher D&A.

B Appealing equity story which deserves a premium

We move to BUY (TP to €18.8ps from €17 due to a higher TP multiple: 18x

PE ex cash discounted) in light of:

e More visibility on the IA division’s restructuring which is a strong lever
for bringing company’s margins above >15%;

e Strong order intake (+21% YoY) in 4Q which foresees a tonic start of
the year;

e Better than expected FCF generation (we estimate avg. FCF 16-
17=€50mn).
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MAIN FIGURES € mn 2013 2014 2015 2016E 2017E 2018E
Revenues 451 465 535 575 613 642

Growth 2% 3% 15% % 6% 5%
EBITDA 61 64 71 84 96 103

Growth 4% 4% 12% 18% 15% %
Adjusted EBITDA 60 69 74 86 96 103

Growth -5% 16% 6% 16% 12% %
EBIT 45 47 53 64 76 83

Growth 179% 3% 13% 22% 18% 9%
Profit before tax 36 39 52 61 73 80

Growth 273% 10% 32% 19% 19% 10%
Net income 27 31 41 48 57 62

Growth 163% 15% 31% 19% 18% 8%
Adj. net income 33 39 45 53 61 66

Growth -5% 18% 16% 18% 14% %
MARGIN 2013 2014 2015 2016E 2017E 2018E
Ebitda Margin 13.6% 13.7% 13.3% 14.6% 15.7% 16.1%
Ebitda adj Margin 13.3% 14.9% 13.8% 14.9% 15.7% 16.1%
Ebit margin 10.1% 10.1% 9.9% 11.2% 12.4% 12.8%
Pbt margin 7.9% 8.4% 9.6% 10.7% 11.9% 12.5%
Ni rep margin 6.0% 6.6% 7.6% 8.4% 9.3% 9.6%
Ni adj margin 7.4% 8.5% 8.5% 9.3% 10.0% 10.2%
SHARE DATA 2013 2014 2015 2016E 2017E 2018E
EPS - € cents 472 52.8 69.7 82.8 98.0 106.2
Growth 161.6% 12% 32% 19% 18% 8%
Adj. EPS - € cents 58.2 67.3 78.1 92.0 104.8 112.7
Growth -5.3% 16% 16% 18% 14% %
DPS ord - € cents 16.0 18.0 24.4 29.0 39.2 425
DPS sav - € cents n.a. na. na. na. na. n.a.
VARIOUS - € mn 2013 2014 2015 2016E 2017E 2018E
Capital employed 289 304 299 307 305 304
FCF 40 43 45 41 60 64
Capex -17 -13 -22 -23 -14 -15
Working capital 39 40 37 43 48 53
INDEBTNESS - €émn 2013 2014 2015 2016E 2017E 2018E
NFP 97 -56 21 5 47 87
DIE 0.52 x 0.23x 0.08 x n.m. n.m. n.m.
Debt/EBITDA 1.6 x 0.9x 0.3x n.m. n.m. n.m.
Interests cov 9.4x 7.9x 15.4 x 25.5x 31.1x 41.2 X
MARKET RATIOS 2013 2014 2015 2016E 2017E 2018E
PIE 17.6 x 16.6 x 235X 18.9 x 16.0 x 14.7 x
P/E adj 14.2x 13.0x 20.9x 17.0x 14.9 x 13.9x
PBV 25X 2.1x 35X 3.0x 26X 2.4 %
PICF 11.0x 10.1x 16.4 x 13.4x 119x 11.2x
EV FIGURES 2013 2014 2015 2016E 2017E 2018E
EV/Sales 1.28 x 1.23x 1.83x 1.59 x 1.42 x 1.29 x
Adj. EVIEBITDA 9.4x 9.0x 13.8 x 10.8 x 9.0x 8.1x
Adj. EVIEBIT 115x 9.9x 16.0 x 12.8x 10.7 x 9.5x
EVICE 2.0x 19x 3.3x 3.0x 2.8x 2.7x
REMUNERATION 2013 2014 2015 2016E 2017E 2018E
Div. Yield ord 1.9% 2.1% 1.5% 1.9% 2.5% 2.7%
FCF yield 8.5% 8.5% 4.8% 4.6% 6.6% 7.0%
ROCE Adj. 11.8% 14.4% 14.6% 17.0% 19.4% 20.7%
ROCE 12.8% 15.4% 15.9% 18.4% 20.6% 22.1%

Source: Equita SIM estimates and company data

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT
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BUSINESS DESCRIPTION

Datalogic (DAL) is a global leader in Automatic Identification with a
specific focus on Automatic Data Capture (ADC - ~66% of total sales) and
Industrial Automation (IA- ~28% of total sales) markets.

e ADC includes fixed retail scanners, hand-held scanners and mobile
computers;

e |A stands for a wide range of solutions/products (i.e. Industrial
stationary scanners, sensors, machine visions etc.) whose objective is
to automatize production processes.

The company was founded in 1972 by the current President and CEO Mr.

Romano Volta; it can be considered a forerunner in the production of

photoelectric sensors and laser scanners (in particular for manufacturing).

Datalogic can undoubtedly be called “the bar code company”.

Through an eventful external and internal growth the Group now has

sizeable metrics: in 2015 the company generated revenues for some €

535mn with an Adj. EBITDA = ~€ 74mn.

In particular, two major acquisitions have been key to strengthen and

expand DAL'’s business:

e PSC (2005): it enabled DAL to enter the US bar-code readers market;

e Accu-Sort (2011): it enabled DAL to double its presence in the Industrial
Automation industry and to increase its presence in the US.

7 YEARS BUSINESS TREND
2009 2010 2011 2012 2013 2014 2015
Revenues 312 392.7 4255 462.3 450.7 464.5 535.1
Growth -17.9% 25.9% 8.4% 8.6% -2.5% 3.1% 15.1%
Adj. EBITDA 19.6 49.8 59.2 63.2 60.0 69.4 73.7
Margin 6.3% 12.7% 13.9% 13.7% 13.3% 14.9% 13.8%

The ADC market is a “niche” market worth ~$4.6bn on a global basis
with:

e Mobile computers accounting for most sales (~54% of the market);

e A strong exposure to Americas and Emea (>80% of total sales).

Over the last few years the market has been subject to a powerful
consolidation process and it can now be considered an oligopolistic market
(i.e Zebra-Motorola with >40% mkt.share, Honeywell ~20-25% and
Datalogic with ~10.4%). There is some kind of price discipline among the
three players, beyond the structural price erosion of the market on the back
of technological development.

The IA market is worth ~$3.5bn on a global scale and it is strongly
fragmented and features many small or medium-sized, highly specialized
enterprises that enjoy good profitability, because products are generally
tailor-made to meet customers’ needs.

Future challenges for Datalogic are the following:

e To continue to innovate and launch successful solutions;

e To increase the IA division margins through efficiencies and operating
leverage;

e To expand in the Emerging markets successfully;

Strengths / Opportunities Weaknesses /Threats

Strong patent portfolio
High entry barriers
Geographical and products diversification
Sales development in EM
Bolt-on acquisitions

Structural price erosion in the industry
Limited exposure to EM
Competitive environment in the mobile segment
Potential margin dilution from the expansion in EM
Trading momentum of the A division

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT
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4Q15: RESULTS A TOUCH ABOVE ESTIMATES

All'in all, 4Q results were a touch above expectations and showed:

e Sound top-line growth (organic growth at circa 8%). Again ADC was very
strong (~8%) while IA added the most relevant contribution (circa +14%);

e The return to a marked increase in profitability (Adj. EBITDA +18.5% YoY) in
light of the IA’s recovery;

o A better than expected cash generation (FY15 FCF=€45mn!).

B Top-line: excellent growth for both the divisions
4Q sales were in line with estimates and of good quality in our opinion.

Organically sales grew by ~8% thanks to the contribution of both the divisions:

e ADC (organic =c8% YoY vs +8.4% in 9M15) continued to show a very positive
trend in all the reference markets, in particular in EMEA/US, thanks to the on-going
product innovation (i.e mobile computers as well as Fixed Retail scanners and
handheld readers);

o |A after a subdued 9M (organic growth +1.3%) returned to deliver a strong growth
(c+14%) on the back of: 1) the first part of the Royal Mail order (estimated
contribution=c+10-11%) and 2) the solid performance of the core business (mid-
single digit).

On a FY basis the suffering business unit Systems (focused on tenders in the T&L
and postal business) reported sales for some €17mn (€16mn in FY14)

2015 REVENUES BY DIVISION
=  ADC Division is the driver of the r——
growth in all the reference markets 5%
(+17.5%, +8.2% at constant exchange
rate). ‘

= POS check out fixed scanners with the
new imaging technology and hand
held scanners are driving growth in
Retail

= The Industrial Automation division is
improving +12.1% (+4.7% at constant
e e ool oY
Systems, the division's revenues
increased by 12.6% (+6.2% at
constant exchange rates)

IA 146.1 130.3 12.1%

= BU Systems: revenues from Royal
1 ; IA ex BU Systems 129.0 114.5 12.6%

Mail's order to implement a new
Parcel Sorting System (totaled €29 M) Informatics 27.4 26.1 4.8%
in UK started in 4Q. Corporate and Adj. (2.4) (1.6) n.m.
Total Revenues 535.1 464.5 15.2%

Source: Company presentation

On a geographical basis:

e Europe continued to be the growth engine for both the divisions;

o North America was back to a more solid trend thanks to the launch of new IA
products in FA and T&L.

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT 4
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2015 REVENUES BY GEOGRAPHY

REVENUES BY GEOGRAFHIC AREA
(e [ zos [ o [ ox

Europe continues to generate robust
growth both in in ADC and IA, confirming

Europe 268.5 244.0 10.0% the leadership of the Group
North America 161.1 132.6 21.4% « North America: strong growth of ADC (+
38.7%, + 15.9% at constant exchange
FERLERIG vl — L rate) and recovery in A in the second half
ROW 34.0 30.6 11.0% of the year thanks to the launch of new
products in FA and T&L
Total Revenues 535.1 464.5 15.2%
= Expansion in Asia Pacific continues with
ROW the launch of dedicated products

%

= Focus on Greater China up 37.1% (22.8%
at constant exchange rate), with good
performance in both divisions

Asia Pacific
13%

Europe

so%  * ROW driven by South Africa and Arab
Emirates (over 50% growth), Russia (over
30%) partially offset by the economic
downturn in Brasil

North
America
30%

Source: Company presentation

B Profitability: rebounding after a subdued 9M

While 9M results showed a subdued operating leverage (Adj. EBITDA +2.1%) due
to: 1) negative FX impact (the company is slightly net short $) and 2) the poor
profitability of the IA division hit by higher strategic investments (R&D as well as
distribution costs) and the difficult trend of the Business Unit Systems (under
restructuring)....

...4Q was strong (Adj. EBITDA +18.5%) and slightly above expectations.

Unfortunately the company adopted a new divisional reporting for FY15 results,

but from our understanding the bounce was driven by:

o the marked improvement of the IA division profitability which benefitted from
the Royal Mail order;

e a lower price erosion (circa -0.5% in 4Q vs circa -3% in 9M). 9M results were
affected by big orders resulting from competitive bids.

ADC continued to show best-in-class margins (FY15=22.3%).

FY15 ADJ.EBITDA

GOF BY DIVISION EBITDA* BY DIVISION

2284 81.2
4.
1722
. 7.7 8.6 1.3 (0.01) {16.0)
- z B
. e ot Grous ADC m ey

g2
—
ADC 14 nformatics  Corpora

I Informatics C Total Croup

m2014 w2018
EBITDA* Margin 2015
ADC

=2014 = 2015

Gross Operating Profit 2015 2014

ADC 47.3% 50.8% 22.3% 23.9%
Industrial Automation 44 8% 45.7% Industrial Automation 5.9% 5.9%
- IA ex BU Systems 50.1% 49 6% - 1A ex BU Systems 9.3% 7.8%
Informatics 43.7% 45.1% Informatics (0.1%) 4.9%
Total Group 46.5% 49.2% Total Group 13.8% 14.9%

Vith the purpose 10 betler Feport the aperating sectors econgmic performances, (f was deemed appropriate to highlight the Divisional EBITDA as momioring KL

Source: Company presentation

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT
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FY15 ADJ.EBITDA BRIDGE

i Vol. sales/Mix 13,893

i
H
1 service sales 1.759

73,748
59,443
(7,789 )
(11,374 ) | Exeh rate on sales 42,988
: Exch rate an COGS (31,692} H i
Exch rate on Op Exp (12.933) Limormarics o (131
£ price Erosion : (2.1%) on Tot Rev 1 ; Material Savings: 4.3% on Tet Purchase §
Dec 14 Price wvol. Exch rate Oper INF + System Dir Cogs Other Dec '15
Sales/Mix €vs § Expenses
@ Positive ltems B MNegative Items
Note

The Exclange rafe variance s the result of the difference between Dec "15 YTO Actual (1, 1095) and Dec 14 ¥TO Actual (1. 5285) €/U50 exchange rares

Source: Company presentation

B A cash generative machine

DAL has always been a cash-generative machine but FY15 showed a particularly
strong performance.

Despite substantially higher Capex (€-22mn vs €-12mn FY14) due to the ongoing
investments for a new plant in Hungary, FCF was strong and better than exp.
(~€45mn) thanks to strict TWC management (6.8% on sales/8.7% FY14) in
particular on the payables and receivables side.

FY15 CASH GENERATION

(55,718) 78,036
PR K. ADC |
39
; (10,471) (831) (20,961)
E Y +
£ ase -
g !
Met Debt Jperating  Ch Trade r d Dividend  Purchase / Other Met Debt
Dec 14 ash Fle NWC H H payment Sale of Dec 15
H shares
g i
3,903™., (22,010)
T
i ",
- - m Positive Cash flow
Free Cash Flow generated 46.1 M ‘ Negative Cash Flow
H -

EBT Acc, Receivak 1.41¢

Depreciation & Amortization Inver (7,061

Accruals 8213 Acc. Payable 9,545

Source: Company presentation

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT 6
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SUPPORTIVE OUTLOOK

During the CC, the management was confident about 2016 drawing a
supportive outlook:

Organic growth is expected to be well above the market trend (>>5%) thanks
to an expected sound development (double digit) in the US (ADC as well as 1A)
and the consolidation in Europe; the management at the moment does not see
“weak spots” on a geographical basis. These indications are supported by a
solid order intake (book-to-bill at 110% in 4Q);

Margins are forecasted to benefit from both self-help initiatives and operating
leverage: 1) Efficiencies on production (new plant in Hungary) and
procurement (new procurement centre in China), 2) Strict control on G&A costs
and 3) Operating leverage (price erosion under control at ~2%).

R&D expenditures are expected to grow well above the revenues trend (at a
record high of 9.5% on sales vs 9% in FY14).

The company expects that such drivers could allow the “troubled” IA division to
deliver double digit margins (we have ~9%).

Other interesting points:

State-of the art ADC’s margins could be improved further (right now at some
22%) thanks to the continuous push on new technologically advanced
products;

Retailers (the main end-market for DAL, circa 65% of total sales) are extremely
interested in new solutions aimed at improving the customers satisfaction and
operational efficiency;

Capex are expected to be particularly elevated in 2016 as well (equal to 2015
levels, some €22mn) because of the completion of the Hungarian plant and
some branches refurbishments;

Tax rate at 21-22% is considered a consistent level for 2016 (in line with 2015).

CFO leaving the company

Unexpectedly, CFO Mr. Borgheresi announced to leave the company for a new
professional position after 1 year. DAL is searching a substitute.

From our point of view, there is no negative read-across or impact on the
underlying business.
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BROADLY CONFIRMING OUR ESTIMATES

After results, we have fine-tune our model and we basically confirm our 2016-17

EPS estimates.

A more positive view on organic top-line growth (avg. org growth to 7% from 6.8%)
and on EBITDA margin (+30bps) is fully offset by higher D&A related to a new

plant in Hungary.

DATALOGIC - CHANGE IN ESTIMATES (2015-2017)

2015E 2016E 2017E 2015A 2016E 2017E

2015E 2016E 2017E

[ == = e m = e = = = = = = = = — m —m - — =

-

! Past estimates New estimates Changes !
Sales 5351 5747 609.9 5351 5752 6125 01% 04% 0.1%
YoY 152% 7.4% 6.1% 152% 7.5% 6.5%
Organic Growth 59% 74% 6.1% 59% 7.5% 6.5%
Adj.EBITDA 72.9 84.7 93.6 737 88 965 12% 3.0% 12%
margin 136% 14.7% 15.3% 13.8% 14.9% 15.7% 02% 04% 0.2%
Adj. Net Income 460 541 60.3 454 535 610 11% 11%  -11%
NFP (31.3) (100 325 (21.0) 53 47.1
Source: Equita SIM estimates
DATALOGIC - SALES DEVELOPMENT (2013-2017)
2013A 2014A 2015A 2016E 2017E
Automatic Data Capture (ADC) 282.4 309.7 363.9 387.6 412.0
YoY Growth (%) 9.7% 17.5% 6.5% 6.3%
Industrial Automation (I1A) 137.8 130.3 146.1 161.3 1729
YoY Growth (%) -5.5% 12.1% 10.4% 7.2%
Other 305 245 25.0 26.4 276
YoY Growth (%) -19.7% 2.0% 5.4% 4.8%
Total Sales 450.7 464.5 535.0 575.2 612.5
YoY Growth (%) 3.1% 15.2% 7.5% 6.5%
Organic Growth (%) -0.8% 3.1% 5.9% 7.5% 6.5%
Source: EQUITA SIM estimates and Company data
DATALOGIC - PROFITABILITY DEVELOPMENT (2013-2017)
2013A % 2014A % 2015A % 2016E % 2017E %
Total Sales 450.7 100.0% 464.5 100.0% 535.0 100.0% 575.2 100.0% 612.5 100.0%
YoY Growth (%) -2.5% 3.1% 15.2% 7.5% 6.5%
Gross Profit 212.3 47.1% 225.6 48.6% 248.7 46.5% 272.8 47.4% 294.1 48.0%
YoY Growth (%) -0.3% 6.3% 10.2% 9.7% 7.8%
Other revenues 2.0 0.4% 2.2 0.5% 35 0.7% 3.0 0.5% 2.1 0.3%
R&D -35.6 -7.9% -43.1 -9.3% -48.2 -9.0% -54.6 -9.5% -58.3 -9.5%
Distribution costs -83.5 -18.5% -85.3 -18.4% -101.1 -18.9% -106.3 -18.5% -111.8 -18.3%
Administrative exp. -42.2 -9.4% -39.1 -8.4% -39.5 -1.4% -40.9 -1.1% -42.2 -6.9%
Other operating exp. 2.9 -0.6% 2.2 -0.5% 2.0 -0.4% 2.7 -0.5% 2.7 -0.4%
Adj.EBIT 50.1 11.1% 58.0 12.5% 61.3 11.4% 713 12.4% 81.1 13.2%
YoY Growth (%) -6.2% 15.8% 5.6% 16.3% 13.8%
Adj.EBITDA 60.0 13.3% 69.4 14.9% 73.7 13.8% 85.8 14.9% 96.5 15.7%
YoY Growth (%) -5.0% 15.8% 6.2% 16.3% 12.5%

Source: EQUITA SIM estimates and Company data
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VALUATION

We have lifted our TP to €18.8ps from €17ps, mainly thanks to a higher target
multiple (2017 Adj.PE=18x ex-cash vs 17x discounted to one year from now) and

earnings upgrade.

ADJ PE MULTIPLE VALUATION

SENSITIVITY
(A) 2017E Adj PE multiple 18.0 x 17.5x 18.5x
(B) 2017 Adj Net Income (ex-cash) 60.9 60.9 60.9
(C) (A) x (B) Total Equity Value (EUR mn) 1,096 1,065 1,126
(D) Dividends to be cashed-in (EUR mn) 31.0 31.0 31.0
(E) Avg.cash (EUR mn) 271 271 271
(F) (C) + (D) + (E) Total Stock Value (EUR mn) 1,154 1,123 1,184
(G) Discount (1+Ke) 0.95 0.95 0.95
(H) (E) / (F) Actualized Total Stock Value (EUR) 1,094 1,065 1,123
(1) N.shares 58.3 58.3 58.3
(L) Target (EUR PS) 18.8 18.3 19.3

Source: EQUITA SIM estimates

INVESTMENT CASE

Upgrade to BUY: appealing equity story which deserves a premium

We have always appreciated the company’s strong competitive positioning and
underlying growth drivers (technologically advanced solutions aimed at improving

clients’ efficiency and productivity).

We upgrade to BUY (HOLD) increasing our TP to €18.8ps (from €17ps, 2017

PE=18x ex-cash discounted to one year from now) in light of:

1. More tangible evidences that the IA’s restructuring (both in terms of cost

and sales) is on-track and can be a powerful lever for bringing company’s
margins above 15% (peak margins in 2014 at 15%, we estimate 15.7% in
2017E).

A new and more efficient manufacturing footprint (a new plant in Hungary to be
opened in 2016), the benefits from the 2015’s investments in a new powerful
salesforce in the US, the new approach by verticals, the Royal Mail order
(some €10/12mn of additional sales in both 2016 and 2017) and the
continuous flow of new technologically advanced products are in our opinion
valid ingredients for bringing the division to market standard double digit
margins (from 6% in 2015, we estimate 9% in 2016 and 12% in 2017).

From the time being it is too bullish to forecast higher profitability, but we
underline that the Management has always stated that there are no specific
reasons why IA’s products deliver margins below the ADC'’s ones.

Looking at the gross margin line (IA ex BU Systems at ~50% on avg. in 2014-
15 vs ADC at 49%) “Comparable margins” is not just a long-term dream.

. A reassuring top-line trading outlook (order intake 4Q, +21% with book-to-

bill at 110%) gives us confidence on a solid start of the year and on the
company capability to continue to over-perform growing reference markets
(mid-single digit);

Balance sheet optionality: we now expect company to be already cash-
positive from FY16 thanks to a stronger than expected FCF generation in FY15
(FCF=€45mn). We see scope to increase capital returns (more aggressive
buy-back or higher pay-out) or to execute bolt-on M&A deals;



Datalogic — March 7, 2016

4. Right strategy: in our opinion DAL is following the right strategy:

. From a product base approach to a customer base one: DAL is step-
by-step modifying its marketing/sales approach in order to better exploit
its own most important competitive advantage (in our opinion): offering
both ADC and IA products. From 2017 the new “One Datalogic” will be
fully in place: 1 company (dismantled the organization by division), 1 R&D
“heart”....=> many technological advanced products delivered and sold to
4 different end-markets (Factory Automation, Retail, Healthcare and T&L)
through a salesforce more specialized/trained on end-markets than
product (ADC or IA products).

In our opinion, this approach is shareable and can allow DAL to benefit
from important cross-selling opportunities and to increase the penetration
rate at main customers.

WITH A WIDE AND COMPLEMENTARY OFFER

INDUSTRIAL AUTOMATION AUTOMATIC DATA CAPTURE

Source: Company presentation

. Focus on product... being as much efficient as possible: since the re-
appointment of Romano Volta as CEO (2013), DAL has become even
more focused on innovation being as much efficient as possible. R&D
and distribution investments are not sacrificed for the sake of short-term
P&L benefits. At the same time, the company is extremely focused on
being more efficient in terms of G&A expenses and production costs (the
new factory in Hungary for IA is a valid example).

FOCUS ON R&D

= A large and growing portfolio of over
1,200 patents and patent
applications

About 300 pending patent
applications in all jurisdictions

26.5% of sales from new products®

22 new products launched in 9M
2015

= 12 Research & Development Centers

Around 400 R&D Engineers

= New product development process
that starts from the Customers’
needs - 1* milestone of the new
product development

Digital Watermarking

A30 & T4X
Smart Camera

Are considered new products the products announced in the last 24 months

Source: Company presentation

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT 10
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A selective approach on M&A: DAL enjoys an unlevered balance sheet
and a hefty FCF generation: sizeable M&A deals could be not be ruled
out. However, the company is carefully assessing bolt-on M&A deals
mostly: this in our opinion makes sense in the short-term considering that
the company’s priority is to reshape the marketing approach and to
revamp the troubled IA division.

STATEMENT OF RISKS

The primary elements that could negatively impact the stock include:
Significant deterioration in the reference macroeconomic scenario
Significant increase in short term interest rates

Rising competition and higher price pressure

Unfavourable M&A deals

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT
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P&L 2013 2014 2015 2016E 2017E 2018E
Revenues 451 465 535 575 613 642
Growth 2% 3% 15% % 6% 5%
Total opex -401 -407 -474 -504 -531 -555
Growth 2% 1% 17% 6% 5% 4%
Margin -89% -88% -89% -88% -87% -86%
EBITDA 61 64 71 84 96 103
Growth 4% 4% 12% 18% 15% 7%
Margin 14% 14% 13% 15% 16% 16%
D&A (incl. M&A) -16 -17 -18 -20 21 21
Extraordinaries 1 -6 -3 -2 0 0
EBIT 45 47 53 64 76 83
Growth 179% 3% 13% 22% 18% 9%
Margin 10% 10% 10% 11% 12% 13%
Net financial profit/Expenses -7 -8 -5 -3 -3 -3
Profits/exp from equity inv na na na na na na
Other financial profit/Exp -3 0 0 0
Total financial expenses -10 -8 -3 2
Non recurring pre tax na na na na na na
Profit before tax 36 39 52 61 73 80
Growth 273% 10% 32% 19% 19% 10%
Taxes 9 -8 -11 -13 -16 -18
Tax rate -24% -21% -21% -22% -22% -23%
Minoritiy interests 0 0 0 0 0 0
Non recurring post tax na na na na na na
Net income 27 31 41 48 57 62
Growth 163% 15% 31% 19% 18% 8%
Margin 6% 7% 8% 8% 9% 10%
Adj. net income 33 39 45 53 61 66
Growth -5% 18% 16% 18% 14% 7%
Margin % 8% 8% 9% 10% 10%
CF Statement 2013 2014 2015 2016E 2017E 2018E
Pre-tax 36 39 52 61 73 80
D&A 16 17 18 20 21 21
(Taxes) -15 -8 -15 -15 -18 -20
(Increase) decrease in OWC 22 2 4 -6 -5 -6
(Purchase of fixed assets) -17 -13 -22 -23 -14 -15
(Other net investments) -9 0 0 0 0 0
(Distribution of dividends) -9 9 11 -14 -17 -23
Rights issue 2 11 -1 0 0
Other -1 7 9 3 3
(Increase) Decrease in Net Debt 24 41 35 26 42 40

Source: EQUITA SIM estimates and company data

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT
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INFORMATION PURSUANT TO ARTICLE 69 ET SEQ. OF CONSOB ([talian securities & exchange commission) REGULATION no. 11971/1999

This publication has been prepared by Alessandro Cecchini on behalf of EQUITA SIM SpA (licensed to practice by CONSOB resolution no. 11761 of December 22nd 1998 and
registered as no. 67 in the Italian central register of investment service companies and financial intermediaries)

In the past EQUITA SIM has published studies on Datalogic

EQUITA SIM is distributing this publication via e-mail to more than 700 qualified operators today: Monday, 07 March 2016
The prices of the financial instruments shown in the report are the reference prices posted on the day before publication of the same.

EQUITA SIM intends to provide continuous coverage of the financial instrument forming the subject of the present publication, with a semi-annual frequency and, in any case,
with a frequency consistent with the timing of the issuer’s periodical financial reporting and of any exceptional event occurring in the issuer's sphere of activity.

The information contained in this publication is based on sources believed to be reliable. Although EQUITA SIM makes every reasonable endeavour to obtain information from
sources that it deems to be reliable, it accepts no responsibility or liability as to the completeness, accuracy or exactitude of such information. If there are doubts in this respect,
EQUITA SIM clearly highlights this circumstance. The most important sources of information used are the issuer’s public corporate documentation (such as, for example, annual
and interim reports, press releases, and presentations) besides information made available by financial service companies (such as, for example, Bloomberg and Reuters) and
domestic and international business publications. It is EQUITA SIM's practice to submit a pre-publication draft of its reports for review to the Investor Relations Department of the
issuer forming the subject of the report, solely for the purpose of correcting any inadvertent material inaccuracies. This note has not been submitted to the issuer.

EQUITA SIM has adopted internal procedures able to assure the independence of its financial analysts and that establish appropriate rules of conduct for them.

Furthermore, it is pointed out that EQUITA SIM SpA is an intermediary licensed to provide all investment services as per Italian Legislative Decree no. 58/1998. Given this,
EQUITA SIM might hold positions in and execute transactions concerning the financial instruments covered by the present publication, or could provide, or wish to provide,
investment and/or related services to the issuers of the financial instruments covered by this publication. Consequently, it might have a potential conflict of interest concerning
the issuers, financial issuers and transactions forming the subject of the present publication.

Equita SIM S.p.A. provides, or has provided in the last 12 months, corporate finance services to Datalogic or to a company of the same group

In addition, it is also pointed out that, within the constraints of current internal procedures, EQUITA SIM’s directors, employees and/or outside professionals might hold long or
short positions in the financial instruments covered by this publication and buy or sell them at any time, both on their own account and that of third parties.

The remuneration of the financial analysts who have produced the publication is not directly linked to corporate finance transactions undertaken by EQUITA SIM.

The recommendations to BUY, HOLD and REDUCE are based on Expected Total Return (ETR - expected absolute performance in the next 12 months inclusive of the dividend
paid out by the stock’s issuer) and on the degree of risk associated with the stock, as per the matrix shown in the table. The level of risk is based on the stock’s liquidity and
volatility and on the analyst's opinion of the business model of the company being analysed. Due to fluctuations of the stock, the ETR might temporarily fall outside the ranges
shown in the table.

EXPECTED TOTAL RETURN FOR THE VARIOUS CATEGORIES OF RECOMMENDATION AND RISK PROFILE

RECOMMENDATION/RATING Low Risk Medium Risk High Risk
BUY ETR>=10% ETR >=15% ETR >=20%
HOLD -5% <ETR< 10% -5% <ETR< 15% 0% <ETR< 20%
REDUCE ETR <=-5% ETR <=-5% ETR <= 0%

The methods preferred by EQUITA SIM to evaluate and set a value on the stocks forming the subject of the publication, and therefore the Expected Total Return in 12 months,
are those most commonly used in market practice, i.e. multiples comparison (comparison with market ratios, e.g. P/E, EV/EBITDA, and others, expressed by stocks belonging to
the same or similar sectors), or classical financial methods such as discounted cash flow (DCF) models, or others based on similar concepts. For financial stocks, EQUITA SIM
also uses valuation methods based on comparison of ROE (ROEV - return on embedded value — in the case of insurance companies), cost of capital and P/BV (P/EV - ratio of
price to embedded value — in the case of insurance companies).

MOST RECENT CHANGES IN RECOMMENDATION AND/OR IN TARGET PRICE (OLD ONES IN BRACKETS):

Date Rec. Target Price (€) Risk Comment
1 February 2016 HOLD (HOLD) 17.0(15.3) High Earnings upgrade
16 July 2015 HOLD (BUY) 13.4 (13.4) High Stock performance
DISCLAIMER

The purpose of this publication is merely to provide information that is up to date and as accurate as possible. The publication does not represent to be, nor can it be construed
as being, an offer or solicitation to buy, subscribe or sell financial products or instruments, or to execute any operation whatsoever concerning such products or instruments.
EQUITA SIM does not guarantee any specific result as regards the information contained in the present publication, and accepts no responsibility or liability for the
outcome of the transactions recommended therein or for the results produced by such transactions. Each and every investment/divestiture decision is the sole
responsibility of the party receiving the advice and recommendations, who is free to decide whether or not to implement them. Therefore, EQUITA SIM and/or the
author of the present publication cannot in any way be held liable for any losses, damage or lower earnings that the party using the publication might suffer
following execution of transactions on the basis of the information and/or recommendations contained therein.

The estimates and opinions expressed in the publication may be subject to change without notice.

EQUITY RATING DISPERSION AS OF DECEMBER 31, 2015 (art. 69-quinquies c. 2 lett. B e c. 3 reg. Consob 11971/99)

COMPANIES COVERED COMPANIES COVERED WITH BANKING RELATIONSHIP
BUY 33.5% 56.6%
HOLD 63.8% 41.5%
REDUCE 2.7% 1.9%
NOT RATED 0.0% 0.0%

The list of all conflicts of interest, rating dispersion and other important legal disclaimers are available on www.equitasim.it in the “avvertenze legali” section.

13



