13th December 2016

T™MT
Ingenico Group

Price EUR72.45

Bloomberg
Reuters

12-month High / Low (EUR)

Market Cap (EURm)
Ev (BG Estimates) (EURm)

Avg. 6m daily volume (000)

3y EPS CAGR

im
Absolute perf. 0.7%
§ofjcw.& Comp. 1.7%
DJ Stoxx 600 4.6%
YEnd Dec. (EURm) 2015
Sales 2,197
% change
EBITDA 508
EBIT 436.5
% change
Net income 273.7
% change

2015
Operating margin 19.9
Net margin 10.8
ROE 15.2
ROCE 16.5
Gearing 16.7
(EUR) 2015
EPS 4.47
% change
P/E 16.2x
FCF yield (%) 6.2%
Dividends (EUR) 1.30
Div yield (%) 1.8%
EV/Sales 2.1x
EV/EBITDA 9.3x
EV/EBIT 10.8x

3M
-9.1%
-2.9%
2.9%

2016e
2,278
3.7%
456
387.3
-11.3%
251.1
-8.3%

2016e
17.0
10.0
13.0
14.5
4.9

2016e

4.09
-8.5%
17.7x
6.1%
1.27
1.8%
2.0x
10.0x
11.7x

ING FP

INGC.PA
118.5/69.7

4,455
4,539
325.4

7.9%

6M 31/12/15

-29.6%
5.6%
4.1%

2017e
2,474
8.6%
520
445.4
15.0%
294.8
17.4%

2017e
18.0
10.8
134
17.0
-9.2

2017e

4.80
17.4%
15.1x
7.0%
1.49
2.0%
1.7x
8.2x
9.6x

-37.8%
3.5%
-2.9%

2018e
2,694
8.9%
593
511.9
14.9%
3443
16.8%

2018e
19.0
11.9
14.1
19.9
-22.1

2018e

5.61
16.8%
12.9x
8.1%
1.79
2.5%
1.5x
6.7x
7.8x

Reassuring read-across from VeriFone’s Q4 earnings on the US and Brazil

Fair Value EUR112 (+55%) BUY

VeriFone has released better-than expected Q4 2016 earnings and made reassuring comments
regarding EMV in the US and the situation in Brazil. For its fiscal year 2017, management gave
disappointing detailed guidance, impacted by the recent decision by Visa and MasterCard to extend
by three years the deadline for chip cards at automated fuel pumps in the US (to 1st Oct. 2020). Note
that Ingenico is absolutely not exposed to the fuel pumps market. For several quarters now, the read
across we can make is only on EMV in the US (except that related to fuel pumps) and on Brazil.
VeriFone sees no deterioration, on the contrary it expects an improvement and a normalisation in
coming quarters. We maintain our Buy recommendation and FV of EUR112 on Ingenico (weak H1 but
strong H2, valuation is low).

ANALYSIS

VeriFone released better-than-expected Q4 2016 earnings at end-October: USD468m in non-
GAAP revenue i.e. -12.6% Y/Y Ifl, and USD0.30 in non-GAAP EPS (guidance of USD460m and
USDO0.28-0.29 / Thomson Reuters consensus of USD461.3m and USD0.29). Management said its
revenue was consistent with its expectation of EMV-related demand in the US (North America -
28.6% Ifl), it also reported 16% growth in Services revenues (by acquisitions and organically), and it
saw good growth in EMEA (+4.2% Ifl) and Latin America (+7.3% Ifl). As a result, its FY16 non-GAAP
revenue came out at USD2.006bn up 0.5% Ifl, and its non-GAAP EPS at USD1.66 (vs. guidance of
USD2bn and USD1.64-1.65 / cons. of USD1.999bn and USD1.65 respectively).

Back in September, VeriFone lowered its outlook for Q4 and provided more balanced views on
2017 (consolidated revenues to be ~3% below FY16) because of Turkey, mainly Brazil in Latam
(political and macro-economic factors) and a lower than expected pace of EMV terminalisation in
the US (change in EMV rules for small and mid-sized merchants). Now, management says: 1) it
expects the speed of EMV, certifications and bottlenecks to improve in 2017 in the US, i.e. the
beginning of a more normalised trend for coming quarters (~30% of the market to upgrade by
April 2018); 2) however, the group is specifically affected by Visa and Mastercard’s announcement
that they will delay the mandated date for implementing chip card payments at automated fuel
pumps in the US by three years (from 1st Oct. 2017 to 1st Oct. 2020). Note that unlike VeriFone,
Ingenico is not exposed to automated fuel pumps; 3) Turkey rebounded in Q4 and has a solid
longer-term growth potential (two thirds of the market still need upgrades); 4) Brazil achieved
strong results and key certifications in mPOS; and 5) it has pilots underway with distribution
partners in Japan, it sold new value-priced products in Indonesia and Thailand, India offers
potential from demonetization-related demand, and it expects meaningful top-line growth in
Chinain FY17.

VeriFone gave more detailed guidance on its FY17 (end-Oct. 2017). It now expects non-GAAP
revenue of USD1.900bn-1.915bn (i.e. between -5.3% and -4.5% Y/Y vs. ~-3% previously) with EPS
of USD1.35-1.39, namely below the Street (USD1.92bn and USD1.59 respectively) because it now
takes into account the 3-year EMV delay at automated fuel pumps (not applicable to Ingenico). For
several quarters now, there is a genuine read-across from VeriFone’s comments regarding the
EMV migration in the US (except for fuel pumps) and the situation in Brazil. So, we are reassured
by its statements (please see 1) and 4) highlighted in bold type in the previous paragraph).

As a reminder, VeriFone’s Q4 is equivalent to two thirds of Ingenico’s Q3 2016 (already published
at the end of October: Ifl revenue at +7%). Ingenico guides on organic revenue growth >= 7% and
EBITDA margin >=20% in 2016 (cons. 7.5% and 20.3% / BG est. 7.1% and 20.0%). Management
should give 2017 guidance on 23rd February (FY16 release). We know that: 1) the comparison
basis will be unfavourable until the end of H1 2017 in North America, Brazil and Europe-Africa; but
2) H2 should benefit from better comps, the pick-up of the EMV migration and market share gains
in the US, a stabilisation in Brazil, the start of EMV in Japan, ramp-up in new markets (Thailand,
Vietnam, Indonesia, India...); 3) Eastern Europe should continue to grow (opportunities in Czech
Republic, Poland...) 4) APAC should grow double digit (mainly thanks to China); and 5) ePayments
(two thirds of the Payment Services division) should deliver a solid growth in line with the market
over the FY. We maintain our 2017 forecasts: Ifl revenue growth of 8% (+5% for its overall
geographies and +15% for e-payments) with an EBITDA margin of 21.0% (+100bp Y/Y).

VALUATION

We maintain our Buy recommendation and FV of EUR112. The share is trading at undemanding

GARNIER & CO




12 rolling months multiples: EV/EBITDA of 8.3 and P/E of 15.2x.

® To justify Ingenico’s current share price in a reverse DCF over 10 years, we would have to
assume a 5% top-line organic growth with an EBITDA margin of only 15.5% (vs. FY16 guidance of
>=7% and >=20% respectively). Such a top-line growth is cautious but not improbable, however
the 15.5% is illogical as we know that 2016 EBITDA margin (20%) should a floor in its mid-term
plan (given the specific efforts made in 2016 to develop and bring to market its offerings in
ePayments and to roll out its new terminal products).

NEXT CATALYSTS

®  FY16 earnings results: on 23rd February, 2017 (after markets).
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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 72%

Distribution of stock ratings

NEUTRAL ratings 0% SELL ratings 28%

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 shate 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 offeting 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

GARNIER & CO




London Paris New York Munich New Delhi
The Imperial Hotel Janpath

Beaufort House 26 Avenue des Champs Elysées 750 Lexington Avenue Widenmayerstrasse 29
15 St. Botolph $ 75008 Pari New York, NY 10022 80538 Munich Rew Delbi10 101
t. Botolph Street aris ew York, unic Tel 491 11 4132 6062
London EC3A 7BB Tel: +33 (0) 1 56 68 75 00 Tel: +1 (0) 212 337 7000 Germany 49198 1111 5119
Tel: +44 (0) 207 332 2500 Fax: +33 (0) 156 68 75 01 Fax: +1 (0) 212 337 7002 +49 89 2422 62 11 Fax +91 11 2621 9062
Fax: +44 (0) 207 332 2559 Regulated by the FINRA and SIPC member Geneva
Authorised and regulated by the Financial Conduct Authority (FCA) and the rue de Grenus 7
. . . » . . CP 2113
Financial Conduct Authority (FCA) Autorité de Controle prudential et de Genéve 1, CH 1211
resolution (ACPR) Tel +4122 731 3263
Fax+4122731 3243
Regulated by the FINMA

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 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
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