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Buy Eco-sustainability: the group’s strategic target
Recommendation unchanged
Share price: EUR 3.30 Inouropinion, at the current price, the stock certainly does not incorporate some
closing price s of 011/201 important drivers for the coming future, namely:
Target price: EUR 4.10 ActiveTM: we believe that this innovation, which makes it possible to transform
Target Price unchanged traditional stoneware slabs into “eco-active” material with real antibacterial and anti
Reuters/Bloomberg N polluting properties, could play a leading role in the group’s growth because:
Daily avg. no. trad. sh. 12 mth 26,132 1) itis currently the. pnly product on the market that meets the new requirements
Daily avg. trad. vol. 12 mth (m) 0.09 of eco-sustainability
Price high 12 mth (EUR) 4.02 2) it should be an important driver to raise the group’s profitability due to the
Price low 12 mth (EUR) 2.62 premium pricing and the material processed using this method. Revenues
Abs. perf. 1 mth -6.2% should account for 15-20% of the total brand sales in the next five years.
Abs. perf. 3 mth 17.3% Increasing the utilised production capacity to improve the profitability: thanks to
Abs. perf. 12 mth -12.1% . . . o L

the increase in the sold volumes forecast for the coming years, it is our opinion the
Market capitalisation (EURm) 122  group’s management should be able to further reduce the fixed cost by fully exploiting
Current N° of shares (m) 37  the production capacity in the USA and in Italy (in this case especially thanks to an
Free float 34% increase in the production of ActiveTM branded materials);
Key financials (EUR) — Expanding the. group’s [.)resence.m new growm.g markets.: given the §trong growth
Sales (m) 15 0 29 rates expected in the coming years in the construction sector in the emerging areas, we
EBITDA (m) 21 26 35 believe that the investment sustained for the 2010 Shanghai Worldwide Exposition will
EBITDA margin 11.7% 13.8% 165%  allow the group to become an important reference brand in the niche of eco-sustainable
EBIT (m) 7 12 20 materials. The management said it had entered into important relationships with
EBIT margin 4l%  63%  94%  jmportant potential Asian costumers (especially in China).
ggCPEmm (D) 2'502 4'002 6.5102 H1 10 results: though the difficulties in the global economy are continuing, in the first
Net debt/(cash) (m) ) 38 26 part of the year the group increased its market share, improved all profit indicators and
Net Debt Equity 0.3 0.2 0.2  continued to reduce the net debt through the creation of significant cash flows. H1 10
Net Debt/EBITDA L9 14 0.8  sales were in line with our estimates (+4.4% vs. Akros estimates of EUR 98.7, +3.8%):
Int. cover(EBITDA/Fin.int) 120 2647 3456 this growth in sales was obtained mainly outside Europe (+18% Y/Y) and because of
gig;‘;A ;2 Zj 2; the sales increase of US Stone Peak (+28.0%). H1 10 EBITDA was slightly higher than
EV/EBITDA (adj.) 83 6.4 45 expected (+21.5% vs. Akros estimates +18.1%): this strong growth was due to the
EV/EBIT 24.0 14.1 g0 operating leverage, effective cost monitoring and production efficiency and reflects the
P/E (adj.) nm 15.3 9.3 introduction of innovative production methods.
P/BV 0.9 0.8 0.7
OpFCF yield 218%  19.4% 204% Rating: based on our DCF model (WACC at 8.7% and perpetual growth rate at 1.2%),
Dividend yield 1.0% 1.1% 11%  which is supported by the 10e and 11e EV/EBIT and P/E peer comparison, we confirm
EPS (adj.) 0.05 0.22 035 our Buy recommendation. We have set a Target Price of EUR 4.1 per share, with an
BVPS 412 430 462 ynside of 24.0% on the current share price.
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H1 10 results

Though there are still difficulties in the global economy, the group managed to increase its
market share in the first part of the year, it improved all the profit indicators and is still
continuing to reduce the net debt through the creation of significant cash flows.

H1 10 sales were in line with our estimates (+4.4% vs. Akros estimates of EUR 98.7,
+3.8%): though the crisis in the construction and real estate sectors is continuing, this
growth in sales, which accelerated in Q2 (+10% Y/Y), was reached especially thanks to the
contribution from the markets outside Europe (+18% Y/Y) and to the strong sales increase
of US Stone Peak (+28.0%).

GRANITIFIANDRE GROUP: Sales breakdown by geographical area

Europe
40.1%

H109 H110

RoW RoW

Europe
4.4% .59
34.4% 36.0% 38.5%

Italy
25.5% 25.6%

Source: Company data

H1 10 EBITDA was slightly higher than expected (+21.5% vs. Akros estimates +18.1%): this
strong growth was due to the significant operating leverage which was obtained, on the one
hand, thanks to the effective actions of cost monitoring and production efficiency and, on
the other hand, thanks to the first few significant benefits from the innovative production
methodos (Active™, Extreme, Serie 100).

GRANITIFIANDRE: H1 10 results

H1 09a H1 10a % Chg : Akros H1 10e Vs Estimates

Sales 95.2 99.4 4.4% : 98.7 +0.7%
EBITDA 11.4 13.8 21.5% : 134 +3.0%

% margin 12.0% 13.9% : 13.6%

EBIT 49 6.0 216% |

% margin 5.1% 6.0% :

Net profit (loss) 0.5 5.8 nm :

% margin 0.5% 5.9% 1

Net Debt (Cash) 46.0 386 I

Source: Company data and BANCA AKROS estimates
Bam*Akms Page 3
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Granitifiandre ESN

Future drivers from past investments

In the past few years the group has made significant investments in product and process
innovations (Active', Extreme, Serie 100), in the visibility of the company’s brands and in
the ownership of high know-how (GranitiFiandre was chosen as a partner of the
Government Commission for the 2010 Shanghai Worldwide Exposition), in the increase in
the production capacity in order to best serve the markets with an interesting growth
potential (the establishment of a plant in Germany to reach the eastern European countries;
the completion of the US plant in 2009 to directly serve the first tile market in the world and,
lastly, the construction of the innovative Extreme production line which allows the company
to make large format tiles - 50 x 75 cm — in the Italian plant in 2009).

Therefore, as shown by the H1 10 results, the group is currently beginning to benefit from
the drivers that, in our opinion, will gain greater importance in improving the group’s results
in the coming years:

B Active™: the tile meets nature

Considering the group’s most recent innovations (e.g. - Extreme: thanks to this new
production line in the Italian plant the group can make unique materials in the 150x75
format, both for flooring and walling, thereby meeting the needs of the design world, which
demands materials that mimic quarry slabs, not just for aesthetic reasons, but also and
particularly for the sizes ,which minimise leaks, creating unbroken slab surfaces; Serie 100:
through this technology the production cycle reutilises raw materials, waste and residual
materials, at the same time guaranteeing large format tiles with optimal technical
characteristics and with a minimal impact on the environment in terms of raw material
consumption), the most important for the group is Active™.

Active™ is the new method used to make it possible to transform traditional stoneware
slabs into an “eco-active” material with real antibacterial and anti polluting properties.
Indeed, Active™ consists in treating stoneware slabs with micrometric titanium dioxide
powder which, when treated with light (solar or artificial) and air, activates photocatalysis (a
chemical process to transform harmful organic and inorganic substances into compounds
that are absolutely harmless). In order to achieve this innovation, the group has invested
heavily in R&D and in plant adaptation and in marketing (around EUR 8m) in the last few
years. This technology is protected by an exclusive international thirty-year patent and its
validity is attested by significant certifications (e.g. efficiency certifications from the Italian
Ceramic in Bologna and the Tile Council of North America and the Pass d'Innovation
obtained from the Centre Scientifique et Technique du Batiment); therefore, it can stand as
an initial answer to the needs to respect the environment.

Based on the foregoing, we believe that this innovation could play a leading role in the
group’s growth. Indeed, though Active™, which was launched at Cersaie 2009 a year ago,
has only been marketed since the beginning of this year, the group already received two
important orders for Active branded materials in North America during the summer: 1) a
supply to the largest global fast food supply chain in North America; 2) a supply to the
prestigious “Princess Margaret Hospital” Clinic in Toronto (Canada). Given the importance
of the costumers, these two orders stand as two milestones that confirm the reliability of this
new method and thus do much to help to obtain further contracts in the future.

Active™ should be an important driver for the group to raise profitability; Active™ brand
slabs are sold at 25-30% higher than the average price of the group’s products and the
material processed using this method, which should weigh for around 3-5% on total sales in
2010, could double this percentage in 2011; indeed, the management thinks that it could
reach around 15-20% of total brand sales in the next five years.

Bonodkros
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Granitifiandre ESN

Lastly, the group has obtained another important certification from the Tile Council of North
America that attests the eco-sustainability of Active™:

Based on this testing, it is estimated that on reducing nitrogen oxides (NOXx), the effect of
Active™ on a 1,000 sqm surface area, radiated by sunlight, is equal to that of 20 timber
trees. A 25 sqm wall and/or floor in Active™, properly lit, in addition to almost totally
eliminating the bacteria that rests on it, can substantially reduce the pollutants present in the
air, to the same extent as an average sized tree plant in the middle of the same surface.

® Increasing the production capacity to improve profitability

In the last few years the group has completed two plants abroad: 1) the StonePeak plant in
the USA in order to directly serve the first tile market in the world; 2) the Porcelaingres plant
in Germany in order to serve the markets in centre and eastern Europe. Furthermore,
GranitiFiandre has completed the new production line for large format tiles (150 x 75 cm) in
the Italian plant.

Although the group has progressively increased the utilisation of this new production
capacity in the last year and a half, it can still be saturated.

The table below shows the current utilisation rate of the production capacity in the three
plants:

Plant Utilised production capacity

Italy 88-90%

Germany 90-95% Spazio disponibile per costruire la 3° linea produttiva
USA 66%

Source: Company indication

As such, in our opinion, thanks to the increase in the sold volumes forecast for the coming
years, the group’s management should be able to further reduce the fixed costs by
saturating the production capacity in the USA and in Italy (in this case especially thanks to
an increase in the production of Active™ brand materials).

The following tables are a summary of our forecasts for the three plants.

PORCELAIGRES Gmbh: 2010-11e forecasts (EUR m)

2009 2010e 2011e
Sales 29.5 319 34.7
%Chg 13.4% 9.0%
EBITDA 5.3 6.0 6.3
Margin % 17.9% 18.8% 18.0%

Source: BANCA AKROS estimates

STONEPEAK CERAMICS Inc: 2010-11e forecasts (USD m)

2009 2010e 2011e
Sales 60.6 76.4 84.6
%Chg 26.0% 10.8%
EBITDA 2.2 115 14.4
Margin % 3.6% 15.0% 17.0%
Source: BANCA AKROS estimates
Bamﬁkms Page 5
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Granitifiandre ESN

GRANITIFIANDRE S.p.A.: 2010-11e forecasts (EUR m)

2009 2010e 2011e
Sales 1015 1015 1115
%Chg 0.0% 9.9%
EBITDA 13.5 12.5 18.5
Margin % 13.3% 12.3% 16.6%

Source: BANCA AKROS estimates

® Increasing the presence in new growing markets

The experience gained as a Government Commission partner for the 2010 Shanghai
Worldwide Exposition has allowed Granitifiandre to put the spotlight on the technical and
qualitative features of its products to around 300 architects and designers from all Asian
countries.

The management said that it has entered into important relationships with potential
important Asian costumers (especially in China).

Given the strong growth rates expected in the coming years for the construction sector in
these emerging areas, we believe that the investment sustained in the 2010 Shanghai
Worldwide Exposition will allow the group to become an important brand reference in the
niche of the eco-sustainable materials.

If, in the next few months, the demand from these markets becomes as important for
Granitifiandre as the current prospective seem to point at, in our opinion, the management
could enter into some agreements to establish a new local plant in order to directly serve
this area.

Bonodkros
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Granitifiandre ESN

Management outlook and our estimates

Feedback from Cersaie 2010

Based on the data unveiled by Confindustria Ceramica during Cersaie 2010 fair (the main
annual world tile fair, which took place in Bologna last week), after the strong fall in the tile
industry in 2009 (sector revenues dropped by -18% and tile production by -28%), 2010 is
showing an unexpected recovery. Indeed, based on the positive trend of the sector in H1
(+5.0% Y/Y in sales and +3.7% in volumes), Confindustria Ceramica forecast a sales
recovery for the tile sector of around +2.5 / +4.5% in 2010. The driver behind this growth is
in particular export. Lastly, it is important to highlight that the demand from emerging
countries, such as China, India and Brazil, is playing an important role, so much so that the
association of Italian tile producers believes that there could be important growth
opportunities.

Management outlook

Despite the uncertainties as to whether the global economic climate will continue to
particularly affect the construction sector, the management said it expected a positive
second half of the year, particularly considering:

1) an expected increase in sales volumes on the second half of 2009, with the objective to
consolidate profits;

2) the positive expectations for the German subsidiary Porcelaingres, both in terms of
sales volumes and profit margins;

3) GranitiFiandre’'s H2 10e sales, which were in line with 2009 and showed continued
strong operating margins and an improvement in the net result.

2010e - 2012¢ estimates

The following tables are summaries of our forecasts as processed using the management
outlook for 2010 and our estimates for the three plants explained in the previous paragraph.

GRANITIFIANDRE: 2010-2012 estimates

PROFIT & LOSS (Euro m) 2009 2010e %Chg 2011e %Chg 2012e %Chg
Sales 183.9 191.3 4.0% 209.2 9.4% 2231 6.6%
EBITDA 215 26.5 23.2% 34.6 30.6% 40.1 16.0%
EBITDA margin 11.7% 13.8% 16.5% 18.0%
Depreciation & amortization (14.0) (14.5) (14.9) (15.1)
EBIT 75 12.0 60.4% 19.6 63.5% 25.0 27.5%
EBIT margin 4.1% 6.3% 9.4% 11.2%
Net financial income(charges) (1.8) 0.2) (0.2) (0.3)
Non Recurrent items (1.5) 0.0 0.0 0.0
Pre-tax profit 4.2 119  184.5% 19.5 64.0% 24.7 26.7%
Taxes (3.3) (3.9 (6.4) (8.2)
Tax rate 33.2% 33.0% 33.0% 33.0%
Minorities 0.1 0.0 0.0 0.0
Net profit 0.9 80 735.7% 13.1 64.0% 16.6 26.7%

Source: BANCA AKROS estimates

Bam% Page 7



Granitifiandre ESN

Cash generation 2010e - 2012e

Given the sales recovery, the consequent improvement in profitability, which started in this
first part of the year, should continue into the near future and since the significant
investments planned by the management finished last year, we believe that the group will
continue to generate strong cash flow in the next three years.

GRANITIFIANDRE: Cash flow model (EUR m)

2009 2010e 2011e 2012¢
Net Profit (reported) + Minorities 0.9 8.0 13.1 16.6
Non cash items 14.0 145 14.9 15.1
Cash Flow 14.9 224 28.0 317
Change in Net Working Capital 13.2 1.1 -3.2 -3.3
Capex -13.5 -13.0 -12.0 -11.5
Operating Free Cash Flow (OpFCF) 14.6 10.6 12.9 16.9
Net Financial Investment 0.0 0.0 0.0 0.0
Dividends -1.8 -1.2 -1.3 -14
Others (incl.Capital Increase) -3.9 5.9 0.4 2.0
Free Cash Flow 8.9 34 12.0 17.5
Net Debt 417 38.3 26.4 8.8
Debt / Equity 0.3x 0.2x 0.2x 0.0x
Debt / EBITDA 1.9x 1.4x 0.8x 0.2x

Source: BANCA AKROS estimates

Valuation

Based on our DCF model, we come to a fair value of EUR 4.10 per share, thus to an upside
of around 24.0% on the current share price. We are also presenting a comparison with the
peer group in order to show the undemanding multiples at which the company is trading.

DCF valuation

We have run our DCF analysis based on the following assumption:

e Sales and profitability forecast: a) for the period 2009/2011e we assume the estimates
described in the paragraph above; b) for the period 2012/2013e, we estimate a sales
CAGR of 2.5%; c) as regards long-term forecasts, we assume a stable EBIT margin at
9.5% (above the current level, because we believe that, given the strong measures
aimed at increasing structure efficiency and the innovative products launched on the
market, it is a sustainable level).

e A WACC of 8.5% calculated by assuming: a) a risk-free rate of 4.5% and a market risk
premium of 4.0%; b) a target capital structure with debt covering 15% of net capital
employed; c) a beta at 1.3, reflecting a certain degree of penalisation applied to
mid/small caps in light of their modest liquidity.

e Aterminal growth rate at 1.2%.

Bonodkros
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GRANITIFIANDRE: Free Cash Flow projection (EUR m)

2010e 2011e 2012e 2013e 2014e
EBITA 12.0 19.6 25.0 25.1 24.6
Taxes -4.0 6.5 6.3 5.9 5.7
Tax rate 33.0% 33.0% 33.0% 33.0% 33.0%
NOPLAT 8.0 13.1 18.8 19.2 18.9
Depreciation & other provisions 12.5 11.9 11.6 11.3 111
Operating Cash Flow 20.5 25.1 30.4 30.5 30.0
Capex -13.0 -12.0 -115 -11.0 -11.0
Change in Net Working Capital 11 -3.2 -3.3 -0.7 0.4
Free Operating Cash Flow (FOCF) 8.6 9.9 15.6 18.8 19.4
Source: BANCA AKROS estimates
GRANITIFIANDRE: DCF analysis
Perpetual Growth Rate 1.00%
WACC 8.71%
Terminal Value 225.0
Discounting Rate of Terminal Value 0.61
Discounted Terminal Value 136.7
Cumulated DFOCF 54.9
Financial Assets as of 31/12/09 6.0
Enterprise Value (EUR m) 197.6
Net Financial Debt as of 31/12/09 (EUR m) (41.7)
Minorities market value (EUR m) (3.6)
Equity Value (EUR m) 152.3
Value per share (EUR) 413
Source: BANCA AKROS estimates
DCF sensitivity table (EUR)
WACC Terminal growth rate (g)
0.45% 0.70% 0.95% 1.20% 1.45% 1.70% 1.95%
7.66% 4.26 4.40 4.56 473 4,92 5.12 5.34
8.01% 4.08 421 4.36 451 4.68 4,86 5.05
8.36% 3.92 4.04 417 431 4.46 4.62 4.80
8.71% 3.77 3.88 4.00 4.27 4.42 4,57
9.06% 3.63 3.74 3.85 3.97 4,09 4.23 437
9.41% 351 3.60 371 3.82 3.93 4.05 418
9.76% 3.39 3.48 3.58 3.68 3.78 3.90 4.02
Source: BANCA AKROS estimates
Bam*Akms Page 9
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Multiple comparison

We are also presenting a comparison with other industry players, though it is worth noting
that the business models are not entirely comparable.

Given the positive recovery both in terms of sales and in the profitability that the group
achieved both in the first part of the year and the positive outlook on the coming months, as
shown by the following table, we believe that Granitifiandre is trading at undemanding
multiples.

GRANITIFIANDRE: multiple comparison

EBIT margin 10  EBIT margin 11 EV/EBIT 10e EV/EBIT 11e P/E 10e PIE 11e
MOHAWK 6.1% 7.1% 14.6x 11.0x 21.1x 16.2x
PANARIA GROUP 3.8% 5.6% 14.1x 8.4x 20.9x 10.4x
Average 14.3x 9.7x 21.0x 13.3x
GRANITIFIANDRE 6.3% 9.4% 14.2x 8.0x 15.4x 9.4x

Source: FACSET and BANCA AKROS estimates as of 1st October 2010

Conclusion

Recommendation and target price

Based on the foregoing consideration, we confirm our Buy recommendation and,
considering our valuation using the DCF model, as supported by the 10e and 11e EV/EBIT
and P/E peer comparison, we have set a Target Price of EUR 4.10 per share, with an
upside of around 24.0% on the current share price.

Triggers
We believe that Granitifiandre is currently an attractive investment case.

In our opinion, and at the current price, the stock certainly does incorporate some important
drivers for the coming future, namely:

- Active™: we believe that this innovation, which makes it possible to transform the
traditional stoneware slabs into “eco-active” material with real antibacterial and anti
polluting properties, could play a leading role in the group’s growth because: 1) it is
currently the only product on the market that meets the new requirements of eco-
sustainability (based on tests it is estimated that on reducing the nitrogen oxides (NOXx),
the effect of ActiveTM on a 1,000 sqm surface area, radiated by sunlight, is equal to
that of 20 timber trees); 2) it should be an important driver to raise the group’s
profitability (Active™ branded slabs are sold at 25-30% higher than the average price of
the group’s products) and the material processed using this method , which should
weigh for around 3-5% on total sales in 2010, could account for around 15-20% of the
total brand sales in the next five years;

- Increasing the utilised production capacity to improve the profitability: thanks to
the increase in the sold volumes forecast for the coming years, it is our opinion the
group’s management should be able to further reduce the fixed cost by fully exploiting
the production capacity in the USA and in Italy (in this case especially thanks to an
increase in the production of Active™ branded materials);

- Increasing the group’s presence in new growing markets: given the strong growth
rates expected in the coming years in the construction sector in these emerging areas,
we believe that the investment sustained for the 2010 Shanghai Worldwide Exposition
will allow the group to become an important reference brand in the niche of eco-

Bonodkros
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ESN

sustainable materials. The management said that it had entered into important
relationships with important potential Asian costumers (especially in China).

Upcoming Events Calendar

Date Event Type Description Period
06/10/10 Analyst M eeting Analyst meeting {STAR Conference}
07/10/10 Analyst M eeting Analyst meeting {STAR Conference}
/1o Results Q32010 Results 2010Q3
ESN Table Source
Bam*Akros Page 11
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Granitifiandre: Summary tables

PROFIT & LOSS (EURm) 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Sales 229 204 184 191 209 223
Cost of Sales & Operating Costs 189 176 162 165 175 183
Non Recurrent Expenses/Income 0.0 0.0 0.0 0.0 0.0 0.0
EBITDA 40.2 28.2 215 26.5 34.6 40.1
EBITDA (adj.)* 40.2 28.2 21.5 26.5 34.6 40.1
Depreciation -14.9 -14.7 -14.0 -14.5 -14.9 -15.1
EBITA 25.3 134 7.5 12.0 19.6 25.0
EBITA (adj)* 25.3 134 7.5 12.0 19.6 25.0
Amortisations and Write Dow ns 0.0 0.0 0.0 0.0 0.0 0.0
EBIT 25.3 13.4 7.5 12.0 19.6 25.0
EBIT (adj.)* 25.3 13.4 7.5 12.0 19.6 25.0
Net Financial Interest -2.7 -2.1 -1.8 -0.1 -0.1 -0.3
Other Financials 0.0 0.0 0.0 0.0 0.0 0.0
Associates 0.0 0.0 0.0 0.0 0.0 0.0
Other Non Recurrent ltems 0.0 0.6 -15 0.0 0.0 0.0
Earnings Before Tax (EBT) 22.6 11.9 4.2 11.9 195 24.7
Tax -75 -5.4 -3.3 -39 -6.4 -8.2
Tax rate 33.4% 45.2% 33.2% 33.0% 33.0% 33.0%
Discontinued Operations 0.0 0.0 0.0 0.0 0.0 0.0
Minorities -1.2 -04 0.1 0.0 0.0 0.0
Net Profit (reported) 14 6 1 8 13 17
Net Profit (adj.) 14 6 2 8 13 17
CASH FLOW (EURm) 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Cash Flow from Operations before change in NWC 29.9 21.3 14.9 22.4 28.0 317
Change in Net Working Capital -4.1 -15.1 13.2 1.1 -3.2 -3.3
Cash Flow from Operations 25.9 6.2 28.1 23.6 24.9 28.4
Capex -16.0 -145 -135 -13.0 -12.0 -11.5
Net Financial Investments 0.0 0.0 0.0 0.0 0.0 0.0
Free Cash Flow 9.9 -8.3 14.6 10.6 12.9 16.9
Dividends -4.4 -5.5 -1.8 -1.2 -1.3 -1.4
Other (incl. Capital Increase & share buy backs) -4.2 6.8 -0.4 -8.8 0.4 2.0
Change in Net Debt 1 -7 12 0 12 18
NOPLAT 17 7 5 8 13 25
BALANCE SHEET & OTHER ITEMS (EURm) 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Net Tangible Assets 127 130 124 128 125 122
Net Intangible Assets (incl.Goodw ill) 10.7 104 8.4 8.4 8.4 8.4
Net Financial Assets & Other 11.7 2.7 6.0 6.0 6.0 6.0
Total Fixed Assets 149 143 138 143 140 136
Net Working Capital 66.1 81.2 68.0 66.8 70.0 73.3
Net Capital Invested 215 225 206 209 210 209
Group Shareholders Equity 157 162 155 162 174 190
o/w own Shareholders Equity 151 155 152 158 170 187
Net Debt 46.4 53.5 41.7 38.3 26.4 8.8
Provisions 8 8 7 7 7 7
Other Net Liabilities or Assets 3 2 2 2 3 3
Net Capital Employed 215 225 206 209 210 209
GROWTH & MARGINS 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Sales growth 15.2% -11.2% -9.7% 4.0% 9.4% 6.6%
EBITDA (adj.)* growth 41.9% -29.8% -23.8% 23.2% 30.6% 16.0%
EBITA (adj.)* growth 79.5% -46.9% -44.3% 60.4% 63.5% 27.5%
EBIT (adj)*growth 79.5% -46.9% -44.3% 60.4% 63.5% 27.5%
Net Profit growth +chg -58.0% -66.3% 306.7% 64.0% 26.7%
EPS adj. growth +chg -58.0% -66.3% 306.7% 64.0% 26.7%
DPS adj. growth 25.0% -66.7% -33.0% 5.0% 5.0% 5.0%
EBITDA margin 17.5% 13.8% 11.7% 13.8% 16.5% 18.0%
EBITDA (adj)* margin 17.5% 13.8% 11.7% 13.8% 16.5% 18.0%
EBITA margin 11.0% 6.6% 4.1% 6.3% 9.4% 11.2%
EBITA (adj)* margin 11.0% 6.6% 4.1% 6.3% 9.4% 11.2%
EBIT margin 11.0% 6.6% 4.1% 6.3% 9.4% 11.2%
EBIT (adj)* margin 11.0% 6.6% 4.1% 6.3% 9.4% 11.2%
Bonccﬁkros Page 12
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Granitifiandre

Granitifiandre: Summary tables

RATIOS 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Net Debt/Equity 0.3 0.3 0.3 0.2 0.2 0.0
Net Debt/EBITDA 1.2 1.9 1.9 1.4 0.8 0.2
Interest cover (EBITDA/Fin.interest) 14.9 13.2 12.0 nm nm nm
Capex/D&A 107.6% 98.3% 96.5% 89.9% 80.3% 76.2%
Capex/Sales 7.0% 7.1% 7.3% 6.8% 5.7% 5.2%
NWC/Sales 28.8% 39.8% 36.9% 34.9% 33.5% 32.8%
ROE (average) 9.2% 3.8% 1.3% 5.1% 8.0% 9.3%
ROCE (adj.) 8.3% 3.3% 2.5% 4.0% 6.5% 12.3%
WACC 8.2% 8.2% 7.9% 8.2% 8.6% 9.0%
ROCE (adj.)/WACC 1.0 0.4 0.3 0.5 0.8 14
PER SHARE DATA (EUR)*** 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Average diluted number of shares 36.9 36.9 36.9 36.9 36.9 36.9
EPS (reported) 0.38 0.17 0.03 0.22 0.35 0.45
EPS (adj.) 0.38 0.16 0.05 0.22 0.35 0.45
BVPS 4.08 4.20 4,12 4.30 4.62 5.07
DPS 0.15 0.05 0.03 0.04 0.04 0.04
VALUATION 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
EV/Sales 17 0.9 1.0 0.9 0.7 0.6
EV/EBITDA 9.8 6.7 8.3 6.4 45 35
EV/EBITDA (adj.)* 9.8 6.7 8.3 6.4 45 35
EV/EBITA 155 14.0 24.0 141 8.0 5.6
EV/EBITA (adj.)* 15.5 14.0 24.0 14.1 8.0 5.6
EV/EBIT 15.5 14.0 24.0 14.1 8.0 5.6
EV/EBIT (adj.)* 15.5 14.0 24.0 14.1 8.0 5.6
P/E (adj.) 23.1 20.9 nm 15.3 9.3 7.3
P/BV 2.1 0.8 0.9 0.8 0.7 0.7
Total Yield Ratio 1.7% 1.5% 1.0% 1.1% 1.2%

EVICE 1.9 0.8 0.9 0.8 0.8 0.7
OpFCF yield 8.1% 5.1% 21.8% 19.4% 20.4% 23.3%
OpFCF/EV 6.6% 3.3% 15.7% 14.0% 15.9% 20.4%
Payout ratio 39.9% 30.0% 129.4% 16.3% 10.4% 8.6%
Dividend yield (gross) 1.7% 1.5% 1.0% 1.1% 1.1% 1.2%
EV AND MKT CAP (EURmM) 12/2007 12/2008 12/2009 12/2010e 12/2011e 12/2012e
Price** (EUR) 8.7 3.3 35 3.3 3.3 3.3
Outstanding number of shares for main stock 36.9 36.9 36.9 36.9 36.9 36.9
Total Market Cap 320 122 129 122 122 122
Net Debt 46.4 53.5 41.7 38.3 26.4 8.8
o/w Cash & Marketable Securities (-) 0.0 0.0 0.0 0.0 0.0 0.0
o/w Gross Debt (+) 0.0 0.0 0.0 0.0 0.0 0.0
Other EV components 27 13 9 9 9 8
Enterprise Value (EV adj.) 393 188 179 169 157 139

Source: Company, Banca Akros estimates.

Notes

* Where EBITDA (ad].) or EBITA (adj) or EBIT (adj.)= EBITDA (or EBITA or EBIT) +/- Non Recurrent Expenses/Income
**Price (In local currency): Fiscal year end price for Historical Years and Current Price tor current and torecasted years
***EPS (ad].) diluted= Net Profit (adj.)/Avg DIL. Ord. (+ Ord. equivalent) Shs. EPS (reported) = Net Profit reported/Avg DIL. Ord. (+ Ord. equivalent) Shs.

Sector: Construction & Materials/Building Materials

Company Description: GranitiFiandre is an ltalian w orld-leading group in the production of top-of-the range technical porcelain floor and
w all tiles. It has alw ays been focused on innovation, offering products that recreate the look of some of the w orld's most famous and
sought-after marbles, granites, and quarry stones, with similar aesthetic characteristics but superior technical qualities (uniformity,
shine, strength, low absorption). GranitiFiandre operates through its 3 production sites: 1 in ltaly, 1 in Germany and 1 in the USA.
Approximately 80% of the group’s sales come from business projects w hilst the remaining 20% come from residential projects
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ESN Recommendation System

The ESN Recommendation System is Absolute. It means that each stock is rated on the
basis of a total return, measured by the upside potential (including dividends and capital
reimbursement) over a 12 month time horizon.

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories:
Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S).

Furthermore, in specific cases and for a limited period of time, the analysts are allowed to rate
the stocks as Rating Suspended (RS) or Not Rated (NR), as explained below.

Meaning of each recommendation or rating:

. Buy: the stock is expected to generate total return of over 20% during the next
12 months time horizon

e Accumulate: the stock is expected to generate total return of 10% to 20%
during the next 12 months time horizon

. Hold: the stock is expected to generate total return of 0% to 10% during the
next 12 months time horizon.

. Reduce: the stock is expected to generate total return of 0% to -10% during the
next 12 months time horizon

. Sell: the stock is expected to generate total return under -10% during the next
12 months time horizon

. Rating Suspended: the rating is suspended due to a capital operation (take-
over bid, SPO, ...) where the issuer of the document (a partner of ESN) or a
related party of the issuer is or could be involved or to a change of analyst
covering the stock

. Not Rated: there is no rating for a company being floated (IPO) by the issuer of
the document (a partner of ESN) or a related party of the issuer

Banca Akros Ratings Breakdown

Reduce
Buy 3% Hold

Accumulate
31%

History of ESN Recommendation System

Since 18 October 2004, the Members of ESN are using an Absolute Recommendation System
(before was a Relative Rec. System) to rate any single stock under coverage.

Since 4 August 2008, the ESN Rec. System has been amended as follow.

Time horizon changed to 12 months (it was 6 months)
Recommendations Total Return Range changed as below:

TODAY
REDUCE | HOLD | AccumuLaTE
-10%0 0% 10% 20%0
BEFORE
REDUCE ACCUMULATE
-15%0 0O%o 59%%6 15%%6
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Il presente documento €& stato redatto da Paola Saglietti (socio AIAF) che svolge funzioni di analista presso Banca Akros SpA ("Banca Akros"),
soggetto responsabile della produzione del documento stesso.

Banca Akros & una banca autorizzata anche alla prestazione di servizi di investimento appartenente al Gruppo Bipiemme Banca Popolare di
Milano (il “Gruppo”), ed & soggetta all'attivita di direzione e coordinamento di Banca Popolare di Milano (la “Capogruppo”). La banca € iscritta
allalbo delle Banche al n. 5328 ed e soggetta alla regolamentazione e alla vigilanza di Banca d'ltalia e Consob. La banca ha prodotto il
presente documento solo per i propri clienti professionali ai sensi della Direttiva 2004/39/CE e dell'Allegato 3 del Regolamento Intermediari
Consob. Esso é distribuito dal giorno 4 ottobre 2010.

Banca Akros, ai sensi degli artt. 69 quater e quinquies del Regolamento Consob in materia di Emittenti (“comunicazione al pubblico di interessi
e di conflitti di interessi”), dichiara di avere un proprio specifico interesse riguardo all'emittente, agli strumenti finanziari e alle operazioni
oggetto del documento, in quanto specialista del titolo Granitifiandre, quotato sul segmento Star.

L'analista Paola Saglietti (socio AIAF), che ha redatto il presente documento, ha maturato una significativa esperienza presso Banca Akros e
altri intermediari. L'analista e i suoi familiari non detengono Strumenti Finanziari emessi dall’Emittente, né svolgono ruoli di amministrazione,
direzione o consulenza per 'Emittente, né I'analista riceve bonus, stipendi o altre forme di retribuzione correlate, direttamente o indirettamente,
al successo di operazioni di investment banking.

Banca Akros, nell'ultimo anno, ha pubblicato sulla societa oggetto di analisi tre studi in data 17 maggio, 27 e 30 agosto 2010.

La Banca rende disponibili ulteriori informazioni, ai sensi delle disposizioni Consob di attuazione dell'art. 114, comma 8 del D.Lgs 58/98 (TUF)
ed in particolare ai sensi dellart. 69 quinquies, comma 2, del Regolamento Emittenti, presso il proprio sito internet (si veda
http://bancaakros.webank.it/pdf/3-MktAbuse-DAF-sitointernet-conflitti-aggiornato.pdf).

Le informazioni e le opinioni contenute in questo documento si basano su fonti ritenute attendibili. La provenienza di dette informazioni e il fatto
che si tratti di informazioni gia rese note al pubblico e stata oggetto di ogni ragionevole verifica da parte di Banca Akros. Banca Akros tuttavia,
nonostante le suddette verifiche, non pud garantire in alcun modo né potra in nessun caso essere ritenuta responsabile qualora le informazioni
alla stessa fornite, riprodotte nel presente documento, ovvero sulla base delle quali & stato redatto il presente documento, si rivelino non
accurate, complete, veritiere ovvero corrette.

Il documento & fornito a solo scopo informativo; esso non costituisce proposta contrattuale, offerta o sollecitazione all'acquisto e/o alla vendita
di strumenti finanziari o, in genere, all'investimento, né costituisce consulenza in materia di investimenti. Banca Akros non fornisce alcuna
garanzia di raggiungimento di qualunque previsione e/o stima contenuto nel documento stesso. Inoltre Banca Akros non assume alcuna
responsabilita in merito a qualsivoglia conseguenza e/o danno derivante dall'utilizzo del presente documento e/o delle informazioni in esso
contenute. Le informazioni o le opinioni ivi contenute possono variare senza alcun conseguente obbligo di comunicazione in capo a Banca
Akros, fermi restando eventuali obblighi di legge o regolamentari.

E’ vietata la riproduzione e/o la ridistribuzione, in tutto o in parte, direttamente o indirettamente, del presente documento, non espressamente
autorizzata.

Recommendation history for GRANITIFIANDRE

Date Recommendation Target price Price at change date
30-Aug-10 Buy 4.10 3.35
12-Mar-10 Buy 4.70 3.60
23-Oct-09 Buy 5.00 3.86

Source: Factset & ESN, price data adjusted for stock splits.
This chart shows Banca Akros continuing coverage of this stock; the current analyst may or may not have covered it over the entire period. Current analyst:
Paola Saglietti (since 23/10/2009)
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5.0 |
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Per le delle racc lazioni al 30 giugno 2010
4.0
Tutte le raccomandazioni ioni su titoli in flitto di i i (%)
3.5
Reduce
3.0 By L Held ;«;
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2.5
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Hold
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3t %
N Price history _I™ Target price history
Oew Bl Accumuiate [T]nuiu [T)Reauce sell I Not rated (") Sl informa che la percentuale degll emittenti in potenziale conflitto di interessi con Banca Akros é pari al 17% del totale degil

emittenti oggetto di copertura
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Disclaimer:

These reports have been prepared and issued by the Members of
European Securities Network LLP (‘ESN’). ESN, its Members and their
affiliates (and any director, officer or employee thereof), are neither liable
for the proper and complete transmission of these reports nor for any
delay in their receipt. Any unauthorised use, disclosure, copying,
distribution, or taking of any action in reliance on these reports is strictly
prohibited. The views and expressions in the reports are expressions of
opinion and are given in good faith, but are subject to change without
notice. These reports may not be reproduced in whole or in part or
passed to third parties without permission. The information herein was
obtained from various sources. ESN, its Members and their affiliates (and
any director, officer or employee thereof) do not guarantee their accuracy
or completeness, and neither ESN, nor its Members, nor its Members’
affiliates (nor any director, officer or employee thereof) shall be liable in
respect of any errors or omissions or for any losses or consequential
losses arising from such errors or omissions. Neither the information
contained in these reports nor any opinion expressed constitutes an
offer, or an invitation to make an offer, to buy or sell any securities or any
options, futures or other derivatives related to such securities (‘related
investments’). These reports are prepared for the clients of the Members
of ESN only. They do not have regard to the specific investment
objectives, financial situation and the particular needs of any specific
person who may receive any of these reports. Investors should seek
financial advice regarding the appropriateness of investing in any
securities or investment strategies discussed or recommended in these
reports and should understand that statements regarding future
prospects may not be realised. Investors should note that income from
such securities, if any, may fluctuate and that each security’s price or
value may rise or fall. Accordingly, investors may receive back less than
originally invested. Past performance is not necessarily a guide to future
performance. Foreign currency rates of exchange may adversely affect
the value, price or income of any security or related investment
mentioned in these reports. In addition, investors in securities such as
ADRs, whose value are influenced by the currency of the underlying
security, effectively assume currency risk.

ESN, its Members and their affiliates may submit a pre-publication draft
(without mentioning neither the recommendation nor the target price/fair
value) 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. Like all members
employees, analysts receive compensation that is impacted by overall
firm profitability For further details about the specific risks of the company
and about the valuation methods used to determine the price targets
included in this report/note, please refer to the latest relevant published
research on single stock. Research is available through your sales
representative. ESN will provide periodic updates on companies or
sectors based on company-specific developments or announcements,
market conditions or any other publicly available information. Unless
agreed in writing with an ESN Member, this research is intended solely
for internal use by the recipient. Neither this document nor any copy of it
may be taken or transmitted into Australia, Canada or Japan or
distributed, directly or indirectly, in Australia, Canada or Japan or to any
resident thereof. This document is for distribution in the U.K. Only to
persons who have professional experience in matters relating to
investments and fall within article 19(5) of the financial services and
markets act 2000 (financial promotion) order 2005 (the “order”) or (ii) are
persons falling within article 49(2)(a) to (d) of the order, namely high net
worth companies, unincorporated associations etc (all such persons
together being referred to as “relevant persons”). This document must
not be acted on or relied upon by persons who are not relevant persons.
Any investment or investment activity to which this document relates is
available only to relevant persons and will be engaged in only with
relevant persons.

The distribution of this document in other jurisdictions or to residents of
other jurisdictions may also be restricted by law, and persons into whose
possession this document comes should inform themselves about, and
observe, any such restrictions. By accepting this report you agree to be
bound by the foregoing instructions. You shall indemnify ESN, its
Members and their affiliates (and any director, officer or employee
thereof) against any damages, claims, losses, and detriments resulting
from or in connection with the unauthorized use of this document.

For disclosure upon “conflicts of interest” on the companies under
coverage by all the ESN Members and on each “company
recommendation  history”, please visit the ESN  website
(www.esnpartnership.eu) For additional information and individual
disclaimer please refer to www.esnpartnership.eu and to each ESN
Member websites:

www.bancaakros.it

www.caixabi.pt

www.cajamadridbolsa.es

www.cmcics.com

www.danskeequities.com

www.degroof.be

www.equinet-ag.de

www.ibg.gr

www.ncb.ie

www.snssecurities.nl

Members of ESN (European Securities Network LLP)

Bcncc%ﬁxkros

Banca Akros S.p.A.

Viale Eginardo, 29

20149 Milano

Italy

Phone: +39 02 43 444 389
Fax: +39 02 43 444 302

BANK DEGROOF

Bank Degroof

Rue de I'Industrie 44
1040 Brussels

Belgium

Phone: +32 2 287 91 16
Fax: +32 2 231 09 04

Caixalkl

Banco de Investimento

Caixa-Banco de Investimento
Rua Barata Salgueiro, 33-5
1269-050 Lishoa

Portugal

Phone: +351 21 389 68 00
Fax: +351 21 389 68 98

CAIA MADRID BOLSA

Caja Madrid Bolsa S.V.B.
Serrano, 39

28001 Madrid

Spain

Phone: +34 91 436 7813
Fax: +34 91 577 3770

CMm=CIC Securities

CM - CIC Securities

6, avenue de Provence
75441 Paris

Cedex 09

France

Phone: +33 1 4016 2692
Fax: +33 1 4596 7788
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Danske .Mar‘kets

Equitias
Danske Markets Equities
Holmens Kanal 2-12
DK-1092 Copenhagen K
Denmark
Phone: +45 45 12 00 00
Fax: +45 45 14 91 87

equnet

THE EcaTy ot

Equinet AG

Gréfstrale 97

60487 Frankfurt am Main
Germany

Phone:+49 69 — 58997 — 410
Fax:+49 69 — 58997 — 299

5 INVESTMENT BANK OF GREECE

MEMBER OF MARFIN POPULAR BANK GROUP

Investment Bank of Greece
24B, Kifisias Avenue

151 25 Marousi

Greece

Phone: +30 210 81 73 000
Fax: +30 210 68 96 325

NCB

NCB Stockbrokers Ltd.
3 George Dock,

Dublin 1

Ireland

Phone: +353 1 611 5611
Fax: +353 1 611 5781

SNS ‘ Securities

SNS Securities N.V.
Nieuwezijds Voorburgwal 162
P.0.Box 235

1000 AE Amsterdam

The Netherlands

Phone: +31 20 550 8500
Fax: +31 20 626 8064
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European Securities Network LLP
Registered office c/o Withers LLP
16 Old Bailey - London EC4M 7EG




