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Fair Value EUR35 (+10%)

Feedback Reverse Roadshow Construction

BUY

We met with Philippe Marien, deputy CEO of Bouygues, yesterday on our reverse roadshow. The
insights provided by Mr Marien were positive both on construction and telecom activities, supporting
our investment case. On the construction side, Colas should benefit from the infrastructures plan in
North America, while Bouygues Immobilier is still steady. Bouygues Construction margin will
increase, but in the mid term. On the telecom side, Philippe Marien’s insights confirmed our view
that good dynamics in mobile and fixed are here to stay and consolidation is still a free option for the
sector.

ANALYSIS

e Inroadworks, with 23% of sales generated in North America, Colas is well placed to benefit from
any infrastructure plans. Ramp-up will be gradual, however, and the FAST plan (signed by Obama)
impact is expected more in 2018. 2016 activity was decent in North America, even if the Canada
business has been penalized by lower oil prices in some regions (2017 should be better). In France,
the market should be nearly stable in 2016, with stability expected again next year. Bouygues
considers the lack of maintenance in recent years will eventually be translated into larger, more
costly works (regular maintenance works usually regards first layers of the pavement, but this is
more expensive when several layers are involved when maintenance capex have been neglected).
Hence, roadworks might be slightly better in 2017.

e In property development, the group should benefited from better volumes, which means in
particular lower discounts offered to clients and margins should also gradually improve. Bouygues
Immobilier has been under pressure in the past when the group was forced to offer discounts in
order to limit inventories. This is, of course, much less the case today thanks to a very favourable
environment (low rates, buy-to-let Pinel scheme, zero-rate loans). Finally, rates increase haven’t
penalised the business so far.

e In Construction, the group is focused on sophisticated projects, in countries where the legal
environnment is secure. In that context, competition is usually lower and it is therefore possible
for Bouygues to be the lowest bidder, but with a decent margin. It is true, however, that
sophisticated projects tend to generate lower margins initially, as those projects are managed very
carefully before they generate stronger margins eventually. The key is to balance various projects
duration in order to control profitability. In any case, Bouygues Construction margin should
improve in the next years and could generate 3.0-3.5% operating margin in 3 years (2.9% in
2016€).

e  Regarding Bouygues Telecom Philippe Marien reiterated confidence in growing the business on
a standalone basis, confirming an EBITDA target of 25% in 2017, and generation of several
hundred million euros of free cash flow within a few years.

e On the mobile side, Philippe Marien highlighted that promotional activity is still very strong on
the low end segment, noting the trend was slightly improving, but that promotions were less
intense in the high end segment. He said Bouygues Telecom’s strategy to replicate most
aggressive promotions on the market proved successful: in that case, the net adds effect is
positive for Bouygues Telecom, Philippe Marien said, highlighting Bouygues Telecom’s quality
oriented strategy was appropriate in this highly competitive market. Philippe Marien said
Bouyuges Telecom’s advance in 4G will be hard to catch up for competitors, as the company
continues to invest heavily in the development of its mobile network, more than EUR1lbn
OPEX+CAPEX every year. The number of Bouygues Telecom’s antennas in very dense areas should
increase by 50% within 5 years. Also he noted Bouygues Telecom’s large portfolio of frequencies
was a major competitive assets, given the group’s smaller customer base.

e On the fixed side, Philippe Marien said that Bouygues Telecom’s strategy was focused on
acquiring new customers, and that focusing on DSL was still the best way to do so. He confirmed
the objective of 1 million additional wireline customers by 2017 (vs end 2014) was still well on
track. Besides, Philippe Marien highlighted the regulatory framework for fiber allowed Bouygues
Telecom to be present in fiber without investing as much as Orange or SFR, thanks to rental or
flexible co-investment models. Moreover, Philippe Marien sounded confident that some evolution
in the Fibre regulatory framework would eventually correct Orange’s dominant position in FTTH
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and facilitate deployment from competitors.

e  Regarding consolidation of the French Telecom Market, Philippe Marien said the group was open
to examine any deal which would meet the two following requirements: 1/strengthen Bouygues’
position in telecom, and 2/ensure successful outcome. Philippe Marien said there was no such
project on the table at the moment. In the event Bouygues would chose to raise debt to finance an
acquisition, Philippe Marien said Bouygues would make sure it still keeps an investment grade
rating.

e  Regarding Bouygues’s 28% stake in Alstom, of which 20% is currently lent to the French State,
Philippe Marien said Bouygues was focused on Alstom’s operational performance, and refused
to say what the group’s intention was regarding the future of its participation. He said Bouygues’s
position will be different whether it owns 8%, 13% or 28%. Indeed, the French State has an option
to buy the 20% stake at a floor price of EUR35 (Alstom is currently trading around EUR25), and in
October 2017 the French State will have an option to retain a 15% stake at market price.

VALUATION

e  We stick to our fair value of EUR35 with a Buy recommendation.
NEXT CATALYSTS

e  Full year 2016 results expected end of February 2017.
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.

Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a petiod of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

clements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 55,7%

Distribution of stock ratings

NEUTRAL ratings 33,5% SELL ratings 10,8%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager No
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, ot has in that period received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Repott is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to teceive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
subsidiaties. The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the tesearch, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the repott.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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Important information

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and arrangements required
for investment research as set out in the FCA’s Conduct of Business Sourcebook.

This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier & Co
Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered address: Beaufort
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This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned in this
Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be construed as,
investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.

The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the accuracy of
which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or warranty is given or
should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law neither the Firm nor any associated
company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to the Firm and/or associated companies which
are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the subject of this Report.

This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this Report.
Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an independent party and
should not be seen as an indication of returns which might be received by investors. Similatly, where projections, forecasts, targeted or illustrative returns or related statements or expressions
of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or probability. Actual events and circumstances
are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to the risk factors stated in this Report, could cause actual results to differ materially
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This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in the United
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This research report (the “Report”) was prepared by Bryan Garnier & Co Limited for information purposes only. The Report is intended for distribution in the United States to “Major US
Institutional Investors” as defined in SEC Rule 15a-6 and may not be furnished to any other person in the United States. Each Major US Institutional Investor which receives a copy of this
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