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H1 2019 growth unable to counteract financial uses,
more selectivity on customer contracts from now on

H1 2019: Moderate revenue growth, costs and interest bring losses. Receivables still
driving up financial debt.

H1 2019 shows reduction in volumes driven by improved contract selection and schemes,
slowing down revenue growth after two double-digit years, together with some non-
recurring operating costs. Revenue growth flattened (+7% vs. 60% in H1 2018), reported
EBITDA margin down from 19% to 13%; write-downs of overdue receivables €1m,
provisions for tax and social security penalties €0.3m and financing cost €1.3m led to
€2.2m net loss. In the six months, receivables grew to €34m, of which €9m overdue, vs.
€22m LTM revenues and €5.8m consolidated equity. Financial debt increased to €27.5m,
from €25.4m at 2018 year-end. Operations during the six months absorbed €4m cash.

Key indicators keep warning about financial risk

KPIs 2017 2018 H12019
Net Income (Loss) / Market Cap -35% -7% -15%
DSO - total receivables 452 470 448
Tot. TWC & overdues / Revenues 124% 134% 141%
Net Debt / Revenues 1.3x 1.2x 1.2x
Net Debt / EBITDA 63.5x 12.9x 17.6x
Net Debt / Equity 8.1x 4.3x 4.7x

Source: EnVent Research on Company data - Note: H1 KPIs calculated on LTM economics

Full year 2019 targets not confirmed

Management has communicated of being unable to confirm the revenue and EBITDA
targets for 2019 as set last February during the release of 2019-23 management targets.
Management actions undertaken on the revenue side and on G&A cost cutting are
expected to show their effects in the short/mid-term, together with the €20m
securitization program which started in last May. After full year 2019 accounts we will
assess the ramp-up delay on the business plan targets achievement.

Target Price €1.27 per share (from €2.53), rating UNDERPERFORM (from NEUTRAL)

We have revised our FY19 estimates after H1 fundamentals and management guidance
for year-end. Given certain most critical indicators such as the level of cash use and the
weight of financial position over other fundamentals, we see too subjective any extension
of the projection period and leave 2020E economics mostly unchanged. The debt load
generated by receivables implies financial risk, evidenced by relevant ratios, and squeezes
down any equity value indicated by valuation models, despite EV/Revenues on the high-
side within the industry, 17x EBITDA. The updated DCF yields a TP of €1.27 per share (1.8x
implied EV/Revenues), 24% discount on current share price of €1.68 per share, from €2.53
of our prior note, assigning an UNDERPERFORM rating on the stock (from NEUTRAL).

Key financials and estimates

€m 2017A 2018A 2019E 2020E
Revenues 14.8 21.1 23.7 27.3
EBITDA 0.3 2.0 2.6 5.1
Margin 2.0% 9.3% 10.8% 18.7%
EBIT (L.4) 0.3 0.8 3.6
Margin -9.5% 1.2% 3.3% 13.1%
Net Income (Loss) (3.4) (1.6) (0.8) 1.2
Net Working Capital 18.3 30.1 33.9 32.0
Net (Debt) Cash (19.1) (25.4) (27.7) (24.7)
Equity 2.4 5.8 7.3 8.5

Source: Company data 2017-18A; EnVent Research 2019-20E

The Issuer is a corporate client of EnVent Capital Markets Ltd., thus this Note is to be intended as a marketing communication, not an
independent research.




Prismi below AIM Italia
Digital companies and the AIM
Italia index

Current EV/Revenues
inconsistent with EBITDA for
overweight of financial debt
added to market cap

EV/Revenues implied in Target
Price still at premium with
respect to peers

Prismi’s shares in the last 12
months traded in the range
€1.67-2.47, with beginning price
at €2.46 and ending at €1.68, 32%
drop

In the same period, the FTSE
AIM ltalia Index decreased by
12%

Market update

AIM ltalia Digital companies - 1Y Market performance
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Prismi - 1Y Share price performance and trading volumes
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Swapping growth for quality of
revenues

Revenues by service, H1 2019
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Revenues +7%

Interest-driven loss

H1 2019: Flattened revenue growth, higher costs and financial
interest led to a substantial loss. Financial debt still increasing.

Income statement analysis

H1 2019 consolidated revenues were €11.3m, up 7% compared to the same period
a year earlier. Reduction in volumes, according to management, linked to a better
contract selection and to changes in the customer payment scheme from 37 to 31
installments with an higher advanced payment, which had as effect a slowdown in
revenue growth after two double-digit years. Other income of €0.6m includes
mainly out-of-period revenues. On the revenue mix side, we note that the
subsidiary Wellnet, which provides digital marketing services, received in H1 2019
orders worth €2.7m (+75% on H1 2018) and generated revenues for €2.4m (+63%
on H1 2018) starting to become material at Group level. Wellnet has gained orders
from prominent customers and is close to break-even. Reported EBITDA was €1.5m
(12.6% margin), vs. €2m in H1 2018 (18.7% margin; -26%). EBITDA after all
operating charges was €0.8m (6.6% margin; down by 48%). Personnel cost
increased by 19%, from €3.4m to €4.0m, G&A increased by 58%, other operating
costs more than doubled. Write-downs of overdue receivables were €1m; a
provision for penalties and interest related to tax and social security debts was
accrued for €0.35m.

A 73% rise in financing costs, mainly driven by interest on bonds issued in recent
years, further contributed to a net loss of €2.2m. The Company explained €0.3m
non-recurring costs before EBITDA and €2m one-off or extraordinary costs after
EBITDA as the main contributors to the period loss.

Consolidated Profit and Loss

£€m H12018 H12019
Revenues 10.5 11.3
Otherincome 0.3 0.6
Total Revenues 10.8 11.8
YoY % 57.1% 9.6%
Cost of sales (5.1) (5.5)
Personnel (3.4) (4.0)
G&A (0.4) (0.6)
Other operating costs (0.4) (1.0)
EBITDA 1.5 0.8
Margin 13.8% 6.6%
D&A (0.1) (0.3)
Write-down of overdue receivables and provisions (0.8) (1.3)
EBIT 0.6 (0.9)
Margin 5.5% -7.2%
Interest (0.8) (1.3)
EBT (0.2) (2.2)
Margin -1.6% -18.4%
Income taxes (0.3) (0.1)
Net Income (Loss) (0.5) (2.2)
Margin -4.5% -18.8%

Source: EnVent on Company data




Current trade receivables
increased more than revenues

Reported EBITDA and EBITDA calculated by EnVent Research as per international

practice

Reconciliation (€m) H12018 H12019
Reported EBITDA 2.0 1.5
Non-recurring costs (0.1) (0.5)
Other charges (0.4) (0.2)
EBITDA as per EnVent Research 1.5 0.8

Source: EnVent Research

Balance sheet analysis

In the first six months of 2019, the overall stock of receivables kept growing from
€31.4m to €34.0m, of which €9.0m overdue (vs. €8.3m as of December 2018). TWC
expanded 29%, due to an increase in trade receivables (+21%) and a decrease in
payables (-8%). Last 12 months TWC was 77% as a percentage of revenues, from
62% at year-end 2018. Including overdue and long-term receivables this ratio
reached 151% in June 2019, vs. 142% at December 2018. Intangible assets included
the capitalized leasing cost of the new Company headquarter in Modena. Net
financial debt increased to €27.5m as of June 2019, from €25.4m at year-end 2018.

Consolidated Balance Sheet

€m H12018 2018 H12019
Current trade receivables 9.7 15.5 18.8
Trade payables (2.8) (3.1) (2.9)
Trade Working Capital 7.0 12.4 16.0
Long-term and overdue trade receivables 16.6 15.9 15.2
Other assets (liabilities) (1.5) 1.8 0.3
Net Working Capital 22.1 30.1 31.4
Intangible assets 1.5 1.7 33
Goodwill 2.8 2.8 2.8
Fixed assets 0.2 0.3 0.3
Financial investments 0.3 0.3 0.3
Non-current assets 4.8 5.1 6.8
Provisions (1.4) (4.0) (4.9)
Net Invested Capital 25.6 31.2 334
Cash and cash equivalents (1.7) (1.2) (2.9)
Bonds 21.0 26.1 28.5
Bank debt 0.6 0.4 0.4
Leasing debt 0.0 0.0 1.4
Other financial debt 0.6 0.1 0.1
Net Debt (Cash) 20.5 25.4 27.5
Equity 5.0 5.8 5.8
Sources 25.6 31.2 334

Source: EnVent on Company data




P&L breakeven, working capital
and capex still draining cash

Consolidated Cash Flow

€m H12018 H12019
EBIT 0.6 (0.9)
Current taxes (0.3) (0.1)
D&A 0.1 0.3
Write-down of overdue receivables 0.6 1.0
Cash flow from P&L operations 11 0.4
Trade Working Capital (2.3) (3.6)
Long-term and overdue trade receivables (3.6) (0.3)
Other assets and liabilities 1.4 2.4
Capex (0.4) (2.0
Operating cash flow after working capital and capex (3.8) (3.1)
Interest (0.8) (1.3)
Paid-in capital 3.2 2.3
Equity adjustments 0.0 (0.1)
Net cash flow (1.4) (2.2)
Net (Debt) Cash - Beginning (19.1) (25.4)
Net (Debt) Cash - End (20.5) (27.5)
Change in Net (Debt) Cash (1.4) (2.2)

Source: EnVent on Company data

Ratio analysis

KPIs H1 2018 2018 H12019
ROE neg. neg. neg.
Net Income (Loss) / Market Cap -20% -7% -15%
ROS (EBIT/Revenues) 5% 1% -7%
ROIC (NOPAT/Invested Capital) 5% 1% -5%
DSO - total receivables 371 470 448
DPO 69 77 60
TWC / Revenues - last 12m 37% 59% 72%
Tot. TWC & overdues / Revenues 126% 134% 141%
Net Debt / Revenues 1.1x 1.2x 1.2x
Net Debt / EBITDA 6.9x 12.9x 17.6x
Net Debt / Equity 4.1x 4.3x 4.7x
Debt / (Debt+Equity) 80% 81% 83%
Cash flow from P&L operations / EBITDA 71% 105% 49%
FCF / EBITDA neg. neg. neg.

Source: EnVent on Company data - Note: H1 KPIs calculated on LTM economics

Overdue receivables

As of June 2019 overdue receivables were 9% higher than at December 2018,
mainly caused by a 50%-increase in receivables up to 180 days overdue. The
provision for doubtful receivables was expanded by 26% to €2.7m.

Aging of overdue trade receivables

€m / Days 180 360 540 720 >720 Total  Av&DSO

on sales
2013 12 1.0 13 12 5.0 95 408
2014 0.9 0.7 0.7 11 5.2 8.6 327
2015 0.9 05 05 0.4 5.7 8.0 490
2016 05 05 0.6 05 5.9 8.0 358
2017 1.0 0.4 03 0.4 6.2 8.3 452
2018 11 0.6 0.7 03 5.6 83 470
H12019 16 0.8 05 0.7 5.4 9.0 452

Source: Company data - Note: not consolidated figures




€12m Bond issuance program

Securitization of trade

receivables up to €20m

Bond repayment and new
issuance

Warrants, first exercise period

€7m bond issuance program

Period facts

January 2019: PRISMI 85 2019-27 bond program approved up to €12m, 5% coupon.
So far, four tranches have been issued for a total of €5.25m.

February 2019: Prismi approved the Business Plan 2019-23 and a securitization
agreement without recourse up to €20m.

May 2019: PRISMI 5% 2019-21 bond approved up to €1m, 5% coupon, subscribed
for €0.53m, of which €0.14m by cash and €0.39m through conversion of PRISMI 5%
2017-19 bond whose expiry date was May 2019. Outstanding €0.16m of PRISMI 5%
2017-19 bond was reimbursed.

May 2019: During the exercise period ended May 2019, PRISMI 2018-20 warrants
holders exercised 3,846,836 warrants and 1,923,418 shares were issued, in the ratio
1 new ordinary share/2 warrants for a total of €2.4m.

July 2019: Merger of InGrandiMenti Srl, 100% subsidiary, in Prismi SpA, which is
expected to cut on G&A costs.
The updated group structure is:

PRISMI A

INNOVATIVE DIGITAL INDUSTRY ©

l 65% l88.66% l 30%

PRISMIA  iifWeltnet

ﬂ 2 LEADERS
W MEDIA BARTER TRADING M

Prismi CH Sagl

Source: Company data - Update: November 2019

July 2019: PRISMI 3.5% 2019-20 bond approved up to €7m, 3.5% coupon. So far a
first tranche worth €2m has been issued.

Management guidance

While the outlook for the second half of 2019 is to deliver an improvement from
the same period in 2018, management has communicated of being unable to
confirm the revenue and EBITDA targets for 2019 as set last February. In H1 2019,




Down this year, back to the

recovery path in one year

Wellnet towards the role of

engine of the group

total revenues accounted for 43% of the Company’s original full year-target of
€27.2m and reported EBITDA accounted for only 28% of their original full year-
target of €5.3m.

Estimates revision

Following the analysis of H1 2019 accounts and management guidance, we have
revised our FY19 estimates to account for the flattened revenue growth and higher
personnel cost and have aligned other P&L and B/S items to H1 2019 results.
Waiting for year-end accounts, we have left our revenue assumptions for 2020E
unchanged, while profitability has been slightly realigned.

Management actions undertaken on the revenue side and on G&A cost cutting,
which will show their effects in the short/mid-term, together with the securitization
program recently approved which started only in last May and that is expected to
lighten balance sheet critical items, show that Company’s operations are
progressing. The ramp-up delay on the business plan targets achievement could be
limited to one year.

The strong growth of orders from prominent customers of the subsidiary Wellnet,
which provides digital marketing services, anticipates a change in mix of revenues
and profitability.

Change in estimates

Revised Previous Change % (Rev. vs. Prev.)
€m 2019  2020E 2019E  2020E 2019  2020E
Revenues 23.7 27.3 24.8 27.3 -5% 0%
EBITDA 2.6 5.1 4.6 5.4 -45% -5%
Margin 11% 19% 19% 20%

EBIT 0.8 3.6 3.2 4.0 -76% -11%
Margin 3% 13% 13% 15%
Net Income (Loss) (0.8) 1.2 0.9 1.5 -190% -17%
Net (Debt) Cash (27.7) (24.7) (22.5) (18.3)
Net Debt / EBITDA 10.9x 4.8x 4.9x 3.4x

Source: EnVent Research




Financial projections

Consolidated Profit and Loss

€m 2017A 2018A 2019E 2020E
Revenues 13.9 20.0 22.5 26.8
Otherincome 0.9 1.2 1.1 0.5
Total Revenues 14.8 21.1 23.7 27.3
YoY % 17.0% 42.6% 12.0% 15.4%
Cost of sales (7.4) (10.2) (10.9) (12.5)
Personnel (5.4) (7.0) (8.1) (8.1)
G&A (0.6) (1.3) (1.1) (1.1)
Other operating costs (1.1) (0.6) (1.0) (0.5)
EBITDA 0.3 2.0 2.6 5.1
Margin 2.0% 9.3% 10.8% 18.7%
D&A (0.6) (0.4) (0.4) (0.5)
Write-down of overdue receivables and provisions (1.2) (1.3) (1.3) (1.0)
EBIT (1.4) 0.3 0.8 3.6
Margin -9.5% 1.2% 3.3% 13.1%
Interest (1.8) (1.9) (1.8) (1.8)
EBT (3.2) (1.7) (1.0) 1.8
Margin -21.8% -7.9% -4.3% 6.6%
Income taxes (0.2) 0.1 0.2 (0.6)
Net Income (Loss) (3.4) (1.6) (0.8) 1.2
Margin -22.9% -7.6% -3.4% 4.5%
Source: Company data 2017-18A; EnVent Research 2019-20E
Consolidated Balance Sheet

€m 2017A 2018A 2019E 2020E
Current trade receivables 7.3 15.5 17.3 16.5
Trade payables (2.6) (3.1) (3.0) (3.3)
Trade Working Capital 4.7 12.4 14.3 13.2
Long-term trade receivables 5.4 7.6 8.3 7.5
Overdue trade receivables 8.3 8.3 9.0 9.0
Other assets (liabilities) (0.0) 1.8 2.3 2.3
Net Working Capital 18.3 30.1 33.9 32.0
Intangible assets 1.3 1.7 2.8 2.9
Goodwill 2.8 2.8 2.8 2.8
Fixed assets 0.2 0.3 0.2 0.2
Financial investments 0.4 0.3 0.3 0.3
Non-current assets 4.6 5.1 6.1 6.2
Provisions (1.4) (4.0) (5.0) (5.0)
Net Invested Capital 21.4 31.2 35.0 33.2
Net Debt (Cash) 19.1 25.4 27.7 24.7
Equity 24 5.8 7.3 8.5
Sources 21.4 31.2 35.0 33.2

Source: Company data 2017-18A; EnVent Research 2019-20E




Consolidated Cash Flow

€m 2017A 2018A 2019E 2020E
EBIT (1.4) 0.3 0.8 3.6
Current taxes (0.2) 0.1 0.2 (0.6)
D&A 0.6 0.4 0.4 0.5
Write-down of overdue receivables 1.5 1.4 1.0 1.0
Cash flow from P&L operations 0.5 2.1 24 4.5
Trade Working Capital (0.4) (7.7) (1.9) 1.1
Long-term trade receivables (5.4) (2.3) (0.7) 0.8
Overdue trade receivables (1.6) (1.4) (1.7) (1.0)
Other assets and liabilities (0.8) 0.8 0.5 0.0
Capex (1.1) (0.9) (1.4) (0.6)
Operating cash flow after working capital and capex (8.9) (9.4) (2.9) 4.8
Interest (1.8) (1.9) (1.8) (1.8)
Paid-in capital 3.6 4.9 2.3 0.0
Equity adjustments 0.0 0.2 0.0 0.0
Net cash flow (7.1) (6.3) (2.4) 3.1
Net (Debt) Cash - Beginning (12.0) (19.2) (25.4) (27.7)
Net (Debt) Cash - End (19.1) (25.4) (27.7) (24.7)
Change in Net (Debt) Cash (7.1) (6.3) (2.4) 3.1

Source: Company data 2017-18A; EnVent Research 2019-20E

Ratio analysis

KPIs 2017A 2018A 2019E 2020E
ROE neg. neg. neg. 16%
Net Income (Loss) / Market Cap -35% -7% -4% 6%
ROS (EBIT/Sales) neg. 1% 3% 13%
ROIC (NOPAT/Invested Capital) neg. 1% 2% 8%
DSO - total receivables 452 470 460 368
DPO 87 77 70 70
TWC / Revenues 32% 43% 59% 51%
Tot. TWC (overdues included) / Revenues 132% 142% 140% 111%
Net Debt (Cash) / Revenues 1.3x 1.2x 1.2x 0.9x
Net Debt (Cash) / EBITDA 63.5x 12.9x 10.9x 4.8x
Net Debt (Cash) / Equity 8.1x 4.3x 3.8x 2.9x
Debt / (Debt+Equity) 0.9x 0.8x 0.8x 0.7x
Cash flow from P&L operations / EBITDA neg. 105% 95% 89%
FCF / EBITDA neg. neg. neg. 95%

Source: EnVent Research

Valuation

The financial debt generated by overdue and slow moving trade receivables implies
a high financial risk and makes impracticable comparisons with other listed digital
companies, disabling the assessment of Company’s value through market multiples.
We confirm reliance on the DCF method. Despite the non-conservative assumptions
maintained for our 2020 estimates, the size of financial debt squeezes down the

equity value. H1 fundamentals do not permit to formulate different assumptions or
to extend the projection period to properly calculate intrinsic values.




Discounted Cash Flows

We have applied the DCF model to our projections with the following assumptions:

e Risk free rate: 2% (Italian 10-year government bonds interest rate - 3Y
average. Source: Bloomberg, November 2019)

o Market return: 13.4% (3Y average. Source: Bloomberg, November 2019)

o Market risk premium: 11.4%

e Beta: Unlevered Beta 0.7; Re-levered 1.5 (Median Beta of selected comps.

Source: Bloomberg, November 2019)

e Cost of equity: 19.1%

e Cost of debt: 5% (Source: Recent rate of issued corporate bonds)

e Tax rate: 24% (IRES)

o 70% debt/(debt + equity) as target capital structure

e WACC 10%

o Perpetual growth rate after explicit projections: 3%
e Terminal Value assumes a 19% EBIT margin

DCF Valuation

€m 2017A  2018A 2019E 2020E Perpetuity
Revenues 14.8 211 23.7 27.3 28.1
EBITDA 0.3 2.0 2.6 5.1 5.3
Margin 2.0% 9.3% 10.8% 18.7% 18.7%
D&A (0.6) (0.4) (0.4) (0.5) (0.5)
Writedown of overdue receivables and provisions (1.1) (1.3) (1.3) (1.0) 0.0
EBIT (1.4) 0.3 0.8 3.6 4.8
Margin -9.5% 1.2% 3.3% 13.1% 17.0%
Taxes 0.4 (0.1) (0.2) (1.0) (1.3)
NOPAT (1.0) 0.2 0.6 2.6 3.4
D&A 0.6 0.4 0.4 0.5 0.5
Writedown of overdue receivables 1.5 1.4 1.0 1.0 0.0
Cash flow from P&L operations 11 1.9 2.0 4.1 3.9
Trade Working Capital (0.4) (7.7) (1.9) 1.1 (0.3)
Long-term trade receivables (5.4) (2.3) (0.7) 0.8 0.0
Overdue trade receivables (1.6) (1.4) (1.7) (1.0) 0.0
Other assets and liabilities (0.8) 0.8 0.5 0.0 0.0
Capex (1.1) (0.9) (1.4) (0.6) (0.5)
Free cash flow (8.3) (9.6) (3.3) 4.4 3.2
WACC 10%

Long-term growth (G) 3%

Discounted Cash Flows (3.3) 4.0

Sum of Discounted Cash Flows 0.7

Terminal Value 47.1
Discounted TV 42.9

Enterprise Value 43.6

Net Debt as of 30/06/2019 (27.5)

Minorities as of 30/06/2019 (0.1)

Equity Value 16.0

DCF - Implied multiples 2018A 2019E 2020E
EV/Revenues 2.1x 1.8x 1.6x

EV/EBITDA 22.1x 17.1x 8.5x

EV/EBIT 167.2x 55.9x 12.2x

Source: EnVent Research




Current EV based on capitalization

Market Cap (€m) - 18/11/2019 21.1
Net Debt (€m) - 30/06/2019 27.5
Minorities (€m) - 30/06/2019 0.1
Enterprise Value (€m) 48.7
Current market price - Implied multiples 2018A  2019E  2020E
EV/Revenues 2.3x% 2.1x 1.8x
EV/EBITDA 24.7x 19.1x 9.5x
EV/EBIT 186.7x 62.4x 13.6x
Premium 12%

Please refer to important disclosures
at the end of this report.

Source: EnVent Research

Target Price

The DCF valuation model on updated estimates yields a Target Price of €1.27 per
share, from €2.53 of our prior note, a discount of 24% on the current share price.
As a consequence, we assign an UNDERPERFORM recommendation on the stock,
from NEUTRAL.

Prismi Price per Share €

Target Price 1.27
Current Share Price (18/11/20139) 1.68
Premium (Discount) -24%

Source: EnVent Research




Pioneer in SEO

Filling the digital gap of Italian
SMEs

Nearly 4.5m of SMEs in Italy: the
engine of growth

Digital is disrupting the
advertising market

Huge market potential with
SMEs going digital

Investment case

Nerd in the game of search

e Among the main providers of Search Engine Optimization (SEQO) services to
microbusinesses and Small and Medium-sized Enterprises (SMEs) in Italy

e Pioneer in the web marketing industry, with a track record of over 15 years

e QOver 5,000 customers

o Salesforce of 198 digital consultants (as of April 2019)

Mission

To provide Italian micro-enterprises and SMEs with low-cost digital services to
establish, build and increase online presence and visibility, in order to enhance
business productivity.

Key milestones

e 2007 -> Establishment of Primi Sui Motori
e 2009 -> A professional investor acquires a 20% stake in Primi Sui Motori
-> Highest turnover since inception: €8.7m (+191% vs 2008)
e 2012 ->IPO on AIM ltalia
e 2013 -> Acquisition of three media agencies: 3ding Consulting, 2ThePoint
PSM, Crearevalore
e 2017 -> Re-branding from Primi Sui Motori to Prismi; Acquisition of Wellnet
and merger into it of 3ding Consulting and 2ThePoint
e 2018 -> Acquisition of the remaining 49% of the subsidiary InGrandiMenti
that makes Prismi the sole owner of the web agency specialized in the
training of LinkedIn sales navigators
-> Peak turnover: €20m
e 2019 -> Merger of InGrandiMenti into Prismi

Industry drivers

Internet for SMEs. Micro-enterprises and SMEs are the backbone of the economy,
representing over 99% of Italian companies and generating 70% of total turnover
(Source: ISTAT). Despite large businesses are usually the big online advertising
spenders, microbusinesses and SMEs represent an unexploited segment to serve.
Thus, Prismi has significant growth opportunities through the development of their
digital business.

Online advertising is replacing traditional media advertising. The market potential
is still untapped and the level of penetration in the markets where web usage is
more intense represents a reliable indicator of the market’s growth potential.
Internet penetration, especially among micro and small enterprises is still low: 30%
of small enterprises in Italy did not have a website or homepage in 2015; 50% of
micro-enterprises with less than 10 employees did not have a website in 2011;

85% of enterprises with 1 or 2 employees did not have a website in 2011 (Source:




European Commission, Digital Scoreboard, 2016 and Eurisko reported by the BCG).

Increasing e-commerce sales. Consumers will continue to spend online. Online
sales in Western Europe will increase from €319bn in 2013 to €525bn in 2018, at a
10.5% CAGR (Source: eMarketer, Worldwide Retail Ecommerce Sales 2013-2018,
January 2015).

Local SEO to gain grounds. Local SEO helps businesses stand out in search engine
results pages, by using ranking factors like name, address, phone number and
customer reviews. Local search results are changing very rapidly and are expected
to become more important over the next few years, forcing businesses to focus on
a local base and creating new opportunities for Prismi.

Fragmented competition arena: room to increase market share. With few large
players and some thousands of small local web agencies, also based on industry
growth expectations, there is wide room for Prismi to increase its market share
that is currently less than 1%. We deem expansion of 2-3% market share not to be
unrealistic.

Company drivers

Among the market leaders in Italy. Prismi is one of the leaders in the Italian
market for web presence and SEO digital products to SMEs and is positioned as the
third player in terms of revenues. Prismi has built a nationwide salesforce of nearly
200 digital consultants to reach its target customer base - micro-enterprises and
SMEs - which have significant growth potential. Going forward, Prismi is enriching
its offer with integrated digital services to build a complete product suite.

Long-lasting customer relationships. Prismi’s digital consultants propose
themselves as long-term coaches to assist SMEs in their online presence and
marketing activities. SEO consultancy contracts usually last two years.

New digital services. Launch of new customized digital services for SMEs and large
businesses, such as social network applications to increase web visibility and

business productivity.

Capital-free business model. Prismi, as most digital service companies, is an asset-
light business.

Economies of scale. Every new customer increases marginal profitability of the in-
house developed SEO platform.

Challenges

Working capital dynamics and net debt position. Prior to 2014, Prismi
accumulated substantial overdue receivables from customers who interrupted




monthly payments for reasons ranging from financial troubles to service
complaints. Changes to the payment terms changes brought the receivables issue
under control but negatively impacted sales. The right balance between effective
sales promotion tools and sound receivables management has been and continues
to be a major challenge for Prismi.

Churn rate. Prismi’s accounting system has not yet been structured to calculate
the churn rate of its customer base. According to its annual reports, the number of
customers over the last years was consistently at the level of 5,000. The size of
overdue accounts is an indicator of a presumably high churn rate. As a
consequence, sales growth and the financial recovery of the Company imply a high
degree of success of customer retention and satisfaction. The growing follow-on
business is a sign of better customer quality.




Annex

Bonds

€m

Financial instrument Issue size Subscribed Converted Outstanding Expiry Rate
Bond Primi sui Motori 9% 2013-2016 2.6 2.6 1.4 0.0 08/08/2016  9.0%
Bond PSM 7% 2014-2017 3.0 3.0 1.8 0.0 09/05/2017 7.0%
Bond PRISMI 5% 2017-2019 1.0 1.0 - 0.0 08/05/2019 5.0%
Bond PSM 7% 2015-2020 6.4 2.1 1.8 0.3 09/07/2020 7.0%
Convertible bond PSM 2015-2021 9.9 9.9 - 9.9 06/12/2021 7.0%
Bond PSM 90 2017-2023 9.5 9.4 - 5.4 23/04/2023 5.5%
Bond PRISMI 85 2018-2024 10.5 10.5 - 8.3 23/04/2024 5.0%
Bond PRISMI 85 2019-2027 12.0 5.3 - 5.1 23/07/2024 5.0%
Bond PRISMI 5% 2019-2021 1.0 0.5 - 0.5 03/05/2021  5.0%
Bond PRISMI 3.5% 2019-2020 7.0 2.0 - 2.0 25/12/2020 3.5%
Total 62.9 46.2 4.9 31.6

Source: Company data - Update: November 2019

Capital increases

Capital increase Date Approved Shares subscribed Price (€) Capital raised (€m)
IPO 2012 275,000 shares 159,866 22.0 3.5
Newly issued shares 127,929 22.0 2.8
Vendor placing 31,937 22.0 0.7
Share capital increase 2012 31,223 22.0 0.7
Share capital increase 2013 144,894 shares 76,818 21.0 1.6
Share capital increase 2013 9,762 21.0 0.2
Warrant exercise PSM 2012-2015 2014 27,293 24.0 0.7
Warrant exercise PSM 2012-2015 2014 8,980 0.0 0.0
Share capital increase 2014 173,830 shares 21,992 22.5 0.5
Share capital increase 2014 900 0.0 0.0
Warrant exercise PSM 2012-2015 2015 107,250 16.0 1.7
Warrant exercise PSM 2012-2016 2015 40 11.5 0.0
Share capital increase 2016 2,813,709 shares 1,022,310 1.74 1.8
Share capital increase 2016 12,410 1.74 0.0
Share capital increase 2016 579,511 1.74 1.0
Share capital increase 2017 2,300,000 shares 1,116,999 1.74 1.9
Share capital increase 2017 637,983 1.74 1.1
Bond conversion into shares 2017 33,138 1.51 0.0
Bond conversion into shares 2017 33,138 1.51 0.0
Bond conversion into shares 2017 33,240 1.50 0.0
Bond conversion into shares 2017 132,960 1.50 0.2
Bond conversion into shares 2017 71,026 1.41 0.1
Bond conversion into shares 2017 118,090 1.27 0.1
Bond conversion into shares 2018 38,117 1.31 0.0
Bond conversion into shares 2018 38,738 1.29 0.0
Share capital increase 2018 4,017,552 shares 2,614,301 1.24 3.2
Share capital increase 2018 724,962 2.40 1.7
Warrants exercise PRISMI 2018-20 2019 1,923,418 1.24 2.4
Bond conversion into shares 2019 140,000 2.50 0.4
Total (not including vendor placing) 225

Source: Company data - Update: November 2019 - Note: the number of shares subscribed does not include non-
cash underwritings
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DISCLAIMER (for more details go to www.enventcapitalmarkets.co.uk under “Disclaimer”)

This publication has been prepared by Luigi Tardella, Co-Head of Research, and Viviana Sepe, Research Analyst, on behalf of the
Research & Analysis Division of EnVent Capital Markets Limited (“EnVentCM”). EnVent Capital Markets Limited is authorised and
regulated by the Financial Conduct Authority (Reference no. 651385). Italian branch registered number is 132.

This 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. This publication is not,
under any circumstances, intended for distribution to the general public. Accordingly, this document is only for persons who are
Eligible Counterparties or Professional Clients only, i.e. persons having professional experience in investments who are authorized
persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 and COBS 4.12 of the FCA’s New
Conduct of Business Sourcebook. For residents in Italy, this document is intended for distribution only to professional clients and
qualified counterparties as defined in Consob Regulation n. 16190 of the 29th October 2007, as subsequently amended and
supplemented.

EnVentCM 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. The price of the investments and the income derived from them can go
down as well as up, and investors may not get back the amount originally invested. Therefore, EnVentCM and/or the author(s) 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 purpose of this publication is merely to provide information that is up to date and as accurate as possible. The information and
each possible estimate and/or opinion and/or recommendation contained in this publication is based on sources believed to be
reliable. Although EnVentCM 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 and sources. Past
performance is not a guarantee of future results.

Most important sources of information used for the preparation of this publication are the documentation published by the
Company (annual and interim financial statements, press releases, company presentations, IPO prospectus), the information
provided by business and credit information providers (as Bloomberg, S&P Capital 1Q, AIDA) and industry reports.

EnVentCM has no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient of this
publication in the case that any matter, opinion, forecast or estimate contained herein, changes or subsequently becomes
inaccurate, or if the research on the subject company is withdrawn. The estimates, opinions, and recommendations expressed in
this publication may be subject to change without notice, on the basis of new and/or further available information.

EnVentCM intends to provide continuous coverage of the Company and 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 Company’s periodical
financial reporting and of any exceptional event occurring in its sphere of activity.

A draft copy of this publication may be sent to the subject Company for its information and review (without target price and/or
recommendation), for the purpose of correcting any inadvertent material inaccuracies. EnVentCM did not disclose the rating to the
Issuer before publication and dissemination of this document.

This publication, nor any copy of it, can not be brought, transmitted or distributed in the United States of America, Canada, Japan or
Australia. Any failure to comply with these restrictions may constitute a violation of the securities laws provided by the United
States of America, Canada, Japan or Australia.

EnVentCM is distributing this publication as from the date indicated on the front page of this publication.

ANALYST DISCLOSURES

For each company mentioned in this publication, all of the views expressed in this publication accurately reflect the financial
analysts’ personal views about any or all of the subject company (companies) or securities.

Neither the analysts nor any member of the analysts’ households have a financial interest in the securities of the subject company.
Neither the analysts nor any member of the analysts’ households serve as an officer, director or advisory board member of the
subject company. Analysts' remuneration was not, is not or will be not related, either directly or indirectly, to specific proprietary
investment transactions or to market operations in which EnVentCM has played a role (as Nomad, for example) or to the specific
recommendation or view in this publication. EnVentCM has adopted internal procedures and an internal code of conduct aimed to
ensure the independence of its financial analysts. EnVentCM research analysts and other staff involved in issuing and disseminating
research reports operate independently of EnVentCM Capital Market business. EnVentCM, within the Research & Analysis Division,
may collaborate with external professionals. It may, directly or indirectly, have a potential conflict of interest with the Company and,
for that reason, EnVentCM adopts organizational and procedural measures for the prevention and management of conflicts of
interest (for details www.enventcapitalmarkets.co.uk under “Disclaimer”, “Procedures for prevention of conflicts of interest”).
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MIFID Il DISCLOSURES

Prismi S.p.A. (the “Issuer or the “Company”) is a corporate client of EnVentCM. This document, being paid for by a corporate Issuer,
is a Minor Non-monetary Benefit as set out in Article 12 (3) of the Commission Delegated Act (C2016) 2031.

This note is a marketing communication and not independent research. As such, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and this note is not subject to the prohibition on
dealing ahead of the dissemination of investment research.

CONFLICTS OF INTEREST

In order to disclose its possible conflicts of interest, EnVentCM states that it acts or has acted in the past 12 months as Nominated
Adviser (“Nomad”) to the subject Company on the AIM ltalia, a Multilateral Trading Facility regulated by Borsa Italiana (for details
www.enventcapitalmarkets.co.uk under “Disclaimer”, “Potential conflicts of interest”).

CONFIDENTIALITY

Neither this publication nor any portions thereof (including, without limitation, any conclusion as to values or any individual
associated with this publication or the professional associations or organizations with which they are affiliated) shall be reproduced
to third parties by any means without the prior written consent and approval from EnVentCM.

VALUATION METHODOLOGIES

EnVentCM Research & Analysis Division calculates range of values and fair values for the companies under coverage using
professional valuation methodologies, such as the discounted cash flows method (DCF), dividend discount model (DDM) and
multiple-based models (e.g. EV/Revenues, EV/EBITDA, EV/EBIT, P/E, P/BV). Alternative valuation methodologies may be used,
according to circumstances or judgement of non-adequacy of most used methods. The target price could be also influenced by
market conditions or events and corporate or share peculiarities.

STOCK RATINGS

The “OUTPERFORM”, “NEUTRAL”, AND “UNDERPERFORM” recommendations are based on the expectations within 12-month
period of date of initial rating (shown in the chart on the front page of this publication). Equity ratings and valuations are issued in
absolute terms, not relative to market performance.

Rating rationale:

OUTPERFORM: stocks are expected to have a total return of at least 20% in the mid-term;

NEUTRAL: stocks are expected to have a performance consistent with market or industry trend and appear less attractive than
Outperform rated stocks;

UNDERPERFORM: stocks are among the least attractive in a peer group;

UNDER REVIEW: target price under review, waiting for updated financial data, or other key information such as material
transactions involving share capital or financing;

SUSPENDED: no rating/target price assigned, due to material uncertainties or other issues that seriously impair our previous
investment ratings, price targets and earnings estimates;

NOT RATED: no rating or target price assigned.

The stock price indicated is the reference price on the day indicated as “Date of Price” in the table on the front page of this
publication.

DETAILS ON STOCK RECOMMENDATION AND TARGET PRICE

Date Recommendation Target Price (€) Share Price (€)
06/03/2017 NOT RATED n.a. 175
28/07/2017 NEUTRAL 1.94 1.70
08/03/2018 UNDER REVIEW n.a. 1.21
19/11/2018 MNEUTRAL 2.05 2.46
26/11/2019 MNEUTRAL 2.33 2.39
16/04/2019 NEUTRAL 2.53 2.16
18/11/2019 UNDERPERFORM 1.27 1.68

ENVENTCM RECOMMENDATION DISTRIBUTION (November 18", 2019)

Number of companies covered: 12 OUTPERFORM NEUTRAL UNDERPERFORM SUSPENDED UNDER REVIEW NOT RATED
Total Equity Research Coverage % 58% 25% 8% 8% 0% 0%
of which EnVentCM clients 3% * 100% 100% 100% 100% 0% 0%

* Note: Companies to which corporate and capital markets senvices were supplied in the last 12 months.

This disclaimer is constantly updated on the website at www.enventcapitalmarkets.co.uk under “Disclaimer”.
Additional information are available upon request.

© Copyright 2019 by EnVent Capital Markets Limited - All rights reserved.

16



