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publity AG is a leading green asset manager specializing in office real estate in Germany. Their combination
of extensive experience and a focus on sustainable, ESG-compliant properties as well as many years of real
estate expertise gained from over 1,100 successful transactions sets publity apart from other companies.
publity takes a holistic approach to the development and transformation of ESG-compliant properties. This
takes into account environmental considerations, innovative design options for working environments and a
high level of digitalization. The office properties managed by publity have received multiple high-profile inter-
national certifications for their ESG standards. publity is one of the most active players in the German office
real estate market and benefits from a robust network and a high level of digitization of data on the German
office real estate portfolio and individual properties.

P&L in € million \ FY-end 31.12.2022 31.12.2023e 31.12.2024e 31.12.2025e
Sales 4.68 11.50 15.0 20.10
EBITDA -23.44 0.86 3.88 7.20
EBIT -23.99 0.30 3.32 6.64
Net income -192.54 0.28 2.39 4.71
Key figures

Earnings per share -12.94 0.02 0.16 0.32
Dividend per share 0.00 0.00 0.00 0.00
Key figures

EV/Sales 111.68 45.48 34.87 26.02
EV/EBITDA -22.31 609.54 134.91 72.64
EV/EBIT -21.80 1720.69 157.67 78.83
KGV -1.55 1083.54 125.35 63.52
KBV 0.80

Financial Calendar **|ast research from GBC:

16.08.2023: Annual General Meeting Date: Publication / Target price in EUR / Rating
30.09.2023: Semiannual report 2023 11/04/2022: RS / 46.50 EUR / BUY

27 - 29.11.2023 German Equity Forum ** Research studies listed above can be viewed at

www.gbc-ag.de or requested from GBC AG, Halder-
str. 27, D86150 Augsburg, Germany.
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EXECUTIVE SUMMARY

In fiscal year 2022, publity AG recorded a significant decline in revenues of 83.7% to
€4.68 million (PY: €28.75 million). This was due to various challenges, including the
interest rate turnaround and the war in Ukraine. The lower number of transactions re-
sulted in less income from finder fees and exit fees. In addition, the reversal of the
GORE deal contributed to fees from the Luxembourg deal from the first half of 2022
not being settled. This resulted in lower revenue than originally expected.

EBITDA decreased to €-23.44 million, compared to €14.6 million in the previous year.
In addition to a significant decline in sales, other operating expenses increased by
62.4% to €25.82 million, mainly due to additional expenses of €14.4 million related to
a failed deal with a Luxembourg investor.

Originally, a net profit of €6 to €10 million was planned, yet the year ended with a high
net loss of €192.54 million. This is mainly due to value adjustments on financial assets,
in particular PREOS Global Office Real Estate & Technology AG, amounting to
€171.38 million, which was characterized by strong price losses, resulting in a corre-
sponding value adjustment. However, in the event of a possible increase in the share
price of PREOS, there is the potential for appreciation.

publity AG plans to position itself as a green asset manager by 2030 and to manage
at least 50% ESG-compliant buildings. The company also plans to reduce its CO:2 foot-
print by 50% and become completely climate-neutral by 2030. A new "Green Advisory"
business unitis planned to provide expertise on ESG-compliant building refurbishment.

For 2023, we expect an increase in sales, despite adverse effects from the interest
rate turnaround. We forecast sales of €11.5 million, followed by €15.0 million in 2024
and €20.1 million in 2025, respectively. The guidance calls for a break-even result after
taxes, with a slightly positive EBIT. To counteract the current challenges, the company
is implementing strict cost management. We expect EBIT of €0.3 million in 2023, fol-
lowed by €3.32 million in 2024 and €6.64 million in 2025, respectively. We forecast net
income at €0.28 million in 2023, €2.39 million in 2024 and €4.71 million in 2025, re-
spectively.

As part of our DCF valuation model, we have determined a target price of €20.00
(previously: €46.50). We have allocated the investments in affiliated companies
and the loans to affiliated companies to net financial assets. This primarily in-
cludes the PREOS investment. The share price of PREOS as of December 30,
2022 was € 3.40 (Xetra), corresponding to a market capitalization of € 385.79 mil-
lion. Given publity AG's 94.3% stake, this represents a value of €348.82 million
on its balance sheet. Our revaluation is based on the latest ad-hoc news from
PREQOS, according to which devaluations have led to a reduction in equity to
€204 million as of December 31, 2022 (December 31, 2021: €418.0 million). In
accordance with a participation rate of 94.3%, a value of €192.37 million is at-
tributable to publity AG, which is thus significantly lower than the value recog-
nized in the balance sheet as of December 31, 2022. To determine the fair value
of publity AG, we refer to net financial assets of €224.05 million (December 31,
2024), which corresponds to a fair value of €15.06 per share based on the number
of shares in publity. Adding the value of the operating business on the basis of
the DCF model, we have calculated an overall price target of €20.00 per share
and, against the backdrop of the current share price, assign a Hold rating (pre-
viously: BUY).
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COMPANY

Shareholder structure
= Neon Equity AG

Shareholders Share
Neon Equity AG 54.0%
PBL Capital 39.0% = PBL Capital
Free float 7.0%
Sources: publity AG; GBC AG Streubesitz

Business activity

publity AG is a leading green asset manager specializing in office real estate in Germany.
Their combination of extensive experience and focus on sustainable, ESG-compliant prop-
erties as well as many years of real estate expertise gained from over 1,100 successful
transactions sets publity apart from other companies. publity takes a holistic approach to
the development and transformation of ESG-compliant properties. This takes into account
environmental considerations, innovative design options for working environments and a
high level of digitalization. The office properties managed by publity have received multiple
high-profile international certifications for their ESG standards. publity is one of the most
active players in the German office real estate market and benefits from a robust network
and a high level of digitization of data on the German office real estate portfolio and indi-
vidual properties.

publity AG is an asset manager that generates revenues mainly through commissions from
finding (finder's fee), managing (basic fee) and selling (exit fee) properties. In managing,
the company concentrates on the so-called manage-to-core strategy, which focuses on
improving the letting situation and increasing rental yields.

In order to successfully manage these tasks, publity AG uses its own research tool to track,
maintain and analyze extensive information on around 9,500 relevant properties in Ger-
many. Thanks to standardized and formalized processes, transactions can be carried out
very quickly, which represents a decisive competitive advantage.

The company currently focuses in particular on commercial real estate in prime locations
in the metropolitan areas of the top seven cities (with the exception of Berlin). publity's
main customer is PREOS Global Office Real Estate & Technology AG, in which publity
holds a 94.3% stake. PREOS is an active real estate investor whose management acts
autonomously and largely independently of publity.
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MARKET AND MARKET ENVIRONMENT

The office leasing market in the seven German real estate metropolises got off to a sub-
dued start at the beginning of 2023, as there were hardly any leases for space in excess
of 5,000 m2. Overall, take-up of 607,000 m2 was recorded, representing a decline of over
30% compared with the first quarter of 2022. Following surprisingly positive leasing vol-
umes in 2022, this decline was expected in the first quarter and could be considered a
temporary lull. Potential demand remains robust and companies are benefiting from a
slightly improved economic situation. However, costs and uncertainties are weighing on
corporate decision-making processes.

Sales development and prime rent index
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After an exceptionally strong 2022, the office leasing market lost momentum at the begin-
ning of the year. Nevertheless, JLL sees sustained high demand and a well-filled pipeline
in the medium term. The size of deals may be getting smaller, but quality, ESG criteria and
a central location are playing an increasingly important role, which means that competition
and rental price development remain dynamic. The various sectors are acting very differ-
ently in this regard.

Developments in the individual sectors must be viewed in a differentiated manner, as must
the current economic and labor market situation. Increased energy and personnel costs
do not affect all sectors equally. Not only companies but also the European Central Bank
are concerned about additional wage costs due to persistently high core inflation and the
associated risk of a wage-price spiral. Collective wage agreements with unions have re-
sulted in wage increases of over 10% in some cases, and agreements have not yet been
reached for all employees. It remains to be seen whether and to what extent this additional
cost burden will be passed on to customers and suppliers.

On the other hand, employees and thus also consumers are benefiting from wage in-
creases, which was already reflected in improved business climate in March. The business
climate index continued to rise despite the recent banking quake, especially with positive
expectations for the next six months. The foundations for moderate optimism in the office
market are therefore in place. Better business prospects appear to be offsetting higher
costs and possibly more restrictive bank lending. Overall, JLL expects leasing volumes in
2023 to be up to 10% lower than in the previous year. Nevertheless, at 3.1 million m2, this
would still be a solid result, falling short of the previous year's level and the average of the
last ten strong years by only around 10%.
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Take-up in the first quarter is weakening due to a lack of major deals. Development in
German real estate strongholds is mixed. Although no city was able to avoid a decline, it
was more moderate in Dusseldorf (20%) and Berlin (22%) than in Stuttgart (-53%) or Mu-
nich (-39%).

Particularly conspicuous is the lack of large-volume deals over 5,000 m2 from January to
March. This is clearly evident in Munich, where only two major deals were recorded and
the average per letting is just 753 m2. Nevertheless, there are still major leases in the
pipeline which could be implemented in the course of the year and thus have an impact
on sales. In particular, JLL sees good marketing opportunities for larger spaces with new
space concepts. The prospects for another strong year are positive, as the inquiry situation
is as strong as it was last at the beginning of 2020. However, the question remains as to
how much of this can actually be realized.

The effects of the corona pandemic have not yet been fully overcome, and many compa-
nies are repositioning themselves or questioning their workplace concepts. The pressure
for change in the office segment remains high and often requires fundamental realign-
ments in order for companies to survive in the labor market in the coming years. There is
demand for sustainable properties with clear ESG criteria and modern, technically high-
quality fit-out concepts. This will continue to shape demand this year, with high-end A-
space accounting for nearly 70% of sales in the first quarter. The credo is: it does not
necessarily have to be larger spaces than before, but better and therefore more expensive
spaces. According to a survey by JLL, well over 60% of companies are pursuing a hybrid
space strategy between office and home office. Offices, especially in central locations,
remain part of this strategy.

In terms of tenant clientele, it is apparent that the globally weakening tech sector has also
become more cautious about the German office market. Both expansion plans and the
current stock of space are affected. Price sensitivity has increased and more sublease
space is being offered from this sector. By contrast, management consultants and tax and
law firms are continuing to grow and there is still a willingness to pay for high-quality space
in a central location.

Completions and vacancy rate
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CORPORATE DEVELOPMENT

Key figures at a glance

(in € million) FY 2021 FY 2022 FY 2023e FY 2024e FY 2025e
Revenues 28.75 4.68 11.50 15.00 20.10
Other operating income 4.00 0.15 0.00 0.00 0.00
Cost of materials -0.87 -0.99 -1.00 -1.30 -1.75
Gross profit 31.88 3.84 10.50 13.70 18.35
Personnel expenses -1.38 -1.46 -1.53 -1.61 -1.69
Other operating expenses -15.90 -25.82 -8.11 -8.21 -9.46
EBITDA 14.60 -23.44 0.86 3.88 7.20
Depreciation -0.45 -0.55 -0.55 -0.56 -0.57
EBIT 14.15 -23.99 0.30 3.32 6.64
Income from investments 0.00 0.00 0.00 0.00 0.00
Income from profit and loss transfer agree- 0.31 0.04 0.00 0.00 0.00

Income from other securities and loans

held as financial assets 713 6.26 6.20 6.20 6.20
Other interest and similar income 0.03 0.10 0.00 0.00 0.00
Write-downs of financial assets -27.47 -171.38 0.00 0.00 0.00
Interest and similar expenses -4.84 -5.15 -6.11 -6.11 -6.11
Earnings before taxes -10.68 -194.12 0.39 3.41 6.73
Taxes on income and earnings -4.73 1.58 -0.12 -1.02 -2.02
Other taxes -0.01 0.00 0.00 0.00 0.00
Net income -15.43 -192.54 0.28 2.39 4.71
Revenues 28.75 4.68 11.50 15.00 20.10
EBITDA 14.60 -23.44 0.86 3.88 7.20
EBITDA margin 50.8% -500.5% 7.5% 25.8% 35.8%
EBIT 14.15 -23.99 0.30 3.32 6.64
EBIT margin 49.2% -512.2% 2.6% 22.1% 33.0%
Net result -15.43 -192.54 0.28 2.39 471
Net margin -53.7% -4110.9% 2.4% 15.9% 23.4%

Sources: GBC AG, publity AG

Development of sales and EBITDA (in € million)
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Business performance in FY 20 22

Income statement (in € million) FY 2020 FY 2021 FY 2022
Revenues 16.01 28.75 4.68
EBITDA 6.02 14.60 -23.44
EBITDA margin 37.6% 50.8% -500.5%
EBIT 5.87 14.15 -23.99
EBIT margin 36.7% 49.2% -512.2%
Net income 12.07 -15.43 -192.54
EPS in € 0.81 -1.04 -12.94

Sources: publity AG, GBC AG

Sales development

In the financial year 2022, publity AG recorded a significant year-on-year decline in reve-
nues due to various challenges, including the interest rate turnaround and the war against
Ukraine. Revenues fell by 83.7% to €4.68 million (PY: €28.75 million), despite the original
plan to generate revenues above the previous year's level.

Development of sales (in € million)
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This significant reduction in sales is attributable to lower variable revenues from their asset
management business. This business is primarily based on revenues from affiliated com-
panies (in particular PREOS Global Office Real Estate & Technology AG) and revenues
from the management of real estate portfolios for institutional investors. Revenues include
the finder's fee on purchase, ongoing management fees and a profit-sharing fee (exit fee)
on resale. As there were fewer transactions in the past fiscal year 2022, fewer finders' fees
or exit fees were collected. Due to the reversal of the GORE deal, matters from the first
half of 2022 were also not settled. The failed deal resulted in special costs due to consult-
ing fees, due diligence costs and lost investments in preparations for integration. As a
result, revenues in fiscal year 2022 were lower than originally communicated in the first
half of 2022 (€9.95 million).

Earnings development

EBITDA fell to €-23.44 million in 2022, compared with €14.6 million in the previous year.
On the cost side, other operating expenses increased by 62.4% to €25.82 million (previous
year: €15.9 million). This development is primarily attributable to expenses unrelated to
the accounting period in the amount of € 14.4 million, which are related in particular to the
deal with the Luxembourg investor that did not materialize.
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Development of EBITDA (in € million)
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The company had originally planned a net profit of €6 to €10 million for the financial year
2022. In fact, the year ended with a significant net loss of €192.54 million (PY: €15.43
million), which is mainly attributable to impairment losses of €171.38 million on the carrying
amounts of investments in financial assets. The value adjustment can be attributed to the
current state of the market for real estate companies. The valuation was based on the
significantly lower stock market price of PREOS. At the same time, this approach opens
up the potential for appreciation should the share price rise.

Development of net profit (in € million)
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Balance sheet and financial situation as of Dec. 31, 2022

in € million 31.12.2019 31.12.2020 31.12.2021 31.12.2022
Equity 568.01 580.16 564.73 372.19
EC ratio (in %) 90.6% 88.2% 85.6% 76.4%
Operating fixed assets 0.35 1.52 1.27 0.76
Working capital 8.80 3.83 0.55 -0.19
Net financial assets 568.99 585.10 566.79 377.87

Sources: publity AG; GBC AG

publity's balance sheet is typical for investment companies. It is characterized by a high
level of financial assets, with the shares in PREOS accounting for the majority. Although
the investment ratio is 94.3%, the shares in this subsidiary are not fully consolidated but
recognized as financial assets.

Due to the lack of consolidation, the liabilities of the GORE and PREOS real estate com-
panies are also not fully consolidated. As a result, publity AG generally has an above-
average equity ratio. The fluctuations in absolute equity usually result from the operating
business development and the write-ups or write-downs of financial assets.

As of December 31, 2022, equity decreased significantly by 34.1% to €372.19 million (De-
cember 31, 2021: €564.73 million). This development resulted from the net loss for the
year of €192.54 million (PY: €15.43 million). This led to a decline in the equity ratio to
76.4% (Dec. 31, 2021: 85.6%). Despite these changes, the company's balance sheet
structure remains solid.

Development of equity (in € million), net financial assets (in € million) and equity
ratio (in %)
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The balance sheet assets of publity AG are mainly characterized by shares in affiliated
companies and amount to €366.94 million (31.12.2021: €528.22 million). This corresponds
to 75.3% (Dec. 31, 2021: 80.0%) of total assets. This primarily includes the real estate
acquired via subsidiaries. In addition, publity AG holds bonds issued by PREOS Global
Office Real Estate & Technology AG with a value of €83.98 million (Dec. 31, 2021: €97.7
million). Current financial assets are included in net financial assets, which amount to
€377.87 million (Dec. 31, 2021: €566.79 million).

The largest debt item is a bond with a value of €97.76 million (Dec. 31, 2021: €77.77
million), which corresponds to 20.1% of total assets (Dec. 31, 2021: 11.8%). The bond
was increased by a further €20 million by the major shareholder Neon Equity AG. The
bond matures in 2027 and its terms were adjusted at the end of 2022. Among other things,
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the maturity of the bonds was extended to December 19, 2027 (originally June 19, 2023),
the interest rate was increased from 5.5% to 6.25% as of June 19, 2023, and an option for
early redemption was introduced. Currently, the bond is trading at 51.0% (Tradegate
12.07.23; 10:57 a.m.). The extension of the publity bond is subject to a challenge by bond-
holders. An originally planned further bond of €100 million was not issued due to the weak
market environment.

Liabilities to banks remain at €4.24 million (Dec. 31, 2021: €4.24 million) and cash and
cash equivalents amount to €0.54 million (Dec. 31, 2021: €2.16 million). Management con-
siders the liquidity situation to be secure.

The Management Board of publity AG has also decided to propose to the Annual General
Meeting, which will be held on August 16, 2023, a capital increase from company funds.
The proposal is to increase the share capital from EUR 14,876,456.00 by EUR
1,859,557.00 to EUR 16,736,013.00 by converting a partial amount of EUR 1,859,557.00
from the capital reserve. The capital increase is to be effected by issuing 1,859,557 new
no-par value shares with a pro rata amount of EUR 1.00 each. The new shares are to be
issued to the shareholders as bonus shares at a ratio of 8:1, i.e. one new no-par value
share for every eight existing no-par value shares. The new shares will grant an entitle-
ment to profit participation from January 1, 2023.

Due to the lack of a published cash flow statement, we are unable to perform a compre-
hensive liquidity analysis.

Current development of PREOS Global Office Real Estate & Tech-
nology AG

PREOS Global Office Real Estate & Technology AG (PREQOS) has published the key data
of its HGB accounting for the financial year 2022. The results show that extensive adjust-
ments to the valuations for Alpha Investor GmbH and the investment in GORE German
Office Real Estate AG (GORE) are necessary, totaling around €211 million. The write-
downs at Alpha Investor GmbH are mainly attributable to the weak state of the German
real estate market and the corresponding corrections to the appraisal values for individual
properties. The value adjustments at the investment in GORE result from a non-cash cap-
ital increase at the company that was not carried out and relates to the non-completed
deal with the Luxembourg investor. This unrealized capital increase resulted in the neces-
sary adjustments to the valuations for the investment.

As a result of these adjustments, the Executive Board of PREOS expects a net loss of
approximately €214 million for the financial year 2022. The balance sheet equity of the AG
is expected to be reduced from €418.0 million at December 31, 2021 to €204 million at
December 31, 2022, corresponding to an equity ratio of approximately 43%.

The share price of PREOS as of December 30, 2022 was €3.40 (Xetra), which corre-
sponds to a market capitalization of €385.79 million. Given publity AG's 94.3% stake, this
represents a value of €348.82 million on its balance sheet. Our revaluation is based on
the recently communicated equity of €204 million. In line with the 94.3% equity interest,
this represents a value of €192.37 million. We therefore forecast a decrease in net financial
assets by the amount representing the difference between €348.82 million and €192.37
million, i.e. by €156.45 million.
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FORECAST AND EVALUATION

Income statement (in € million) FY 2022 FY 2023e FY 2024e FY 2025e
Revenues 4.68 11.50 15.00 20.10
EBITDA -23.44 0.86 3.88 7.20
EBITDA margin -500.5% 7.5% 25.8% 35.8%
EBIT -23.99 0.30 3.32 6.64
EBIT margin -512.2% 2.6% 22.1% 33.0%
Net income -192.54 0.28 2.39 471
EPS in € -12.94 0.02 0.16 0.32

Source: GBC AG

Sales forecast

publity AG has focused its growth strategy on increasingly positioning itself as a green
asset manager. Its goal is to manage at least 50% ESG-compliant buildings by 2030 and
to increase this to 100% in the long term. The firm already manages its clients' green
buildings as an asset manager, with multiple international certifications for high ESG
standards. The ESG strategy for commercial real estate includes environmental-protection
measures such as charging stations for electric cars, low-emission heating and cooling
systems, the use of renewable energies, and water and waste reduction measures. publity
also plans to reduce its CO:2 footprint internally by 50% and aims to become completely
climate-neutral by 2030. A key advantage for the company is that the PREOS portfolio
already includes a high number of younger properties. This enables easier and more cost-
effective implementation of many ESG criteria.

Publity plans to expand its business segment to include "Green Advisory" in the future and
to pass on its expertise to customers with regard to the ESG-compliant refurbishment of
existing properties. It is planned to offer an advisory service for other property owners or
managers to make their properties ESG-compliant. However, the question remains as to
how quickly these concepts can be implemented. Older properties in particular may incur
significant costs if all ESG initiatives are to be realized.

The turnaround in interest rates has pushed many non-performing loans (NPLs) depart-
ments in banks to their capacity limits. In this context, it could well be that publity AG will
be presented with interesting opportunities in this segment again in the near future. If at-
tractive offers materialize, publity could consider stepping up its exposure in this area
again. This would mean a return to an active focus on this business segment.

Recent economic developments have had a significant impact on the real estate market.
A change in interest rate policy has led to a multiplicative increase in debt service, which
translates into a 20% to 40% devaluation of all income properties. This depreciation takes
place regardless of the actual quality of the properties. The financial impact of an interest
rate increase from 1% to 4%, together with an increased risk premium, is much more se-
vere than for comparable interest rate changes in the past.

Energy transition poses a further challenge and forces new investment calculations when
re-letting or selling. These additional costs reduce the value of older properties for potential
buyers.

Inflation also has a significant impact, as it causes the ongoing costs of real estate man-
agement to jump. While revenues can at best be offset by adjusting rents in line with infla-
tion, this increase also places a burden on tenants and makes it more difficult to pass on
costs. In addition, inflation changes the cash flow and earnings situation of all market par-
ticipants.
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The general market sentiment has deteriorated drastically, which is reflected in an invest-
ment decline of 80%. Buyers are increasingly acting opportunistically and often have in-
flated price expectations.

The economic climate is also having an impact on tenants. Vacancies are increasing and
it is more difficult to push through higher rents. The optimism of brokers is essentially lim-
ited to new, high-quality space that is suitable for the so-called New Work movement and
can cut tenants' space requirements in half.

In terms of visible consequences, the interest rate turnaround and the development of
yields lead to a revaluation that does not affect liquidity for the time being. However, liquid-
ity effects arise as secondary consequences of a valuation correction. In the short term,
the capital market was not yet ready for a digitization of real estate portfolios. The valuation
and liquidity risks of the interest rate turnaround make a short-term introduction of real
estate tokens rather unlikely. ESG requirements lead to asset devaluation in the portfolio.
This lowers exit opportunities or requires liquidity-related investments.

Sales development in (in € million)

25.00
20.10
20.00
15.00
15.00
11.50
10.00
4.68
5.00 .
0.00
FY 2022 FY 2023e FY 2024e FY 2025e

Source: GBC AG

We expect to see an increase in real estate transactions in FY 2023 compared to FY 2022.
However, the market is currently severely impacted due to the turnaround in interest rates.
We forecast revenues of €11.5 million in the current fiscal year 2023, followed by €15.0
million in 2024 and €20.1 million in 2025.

Although we anticipate a medium-term recovery of the real estate market, our forecasts in
this study are at a lower level than in our previous research report due to the current market
situation. Thus, we had previously forecast sales revenues of € 25.52 million for 2023.

Earnings forecast

In accordance with the company's guidance for fiscal 2023, the Executive Board expects
earnings after taxes to break even and slightly positive EBIT to be achieved. Furthermore,
the Executive Board is confident that the company will continue to be able to meet its
payment obligations in full and on time. Furthermore, the company responded with strict
cost management to meet the current challenges.
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Development of EBIT (in € million)
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-25.00 -23.99
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FY 2022 FY 2023e FY 2024e FY 2025e

Source: GBC AG

We believe that the guidance is currently readily achievable. For the current fiscal year
2023, we expect EBIT of €0.3 million, followed by €3.32 million in 2024 and €6.64 million
in 2025.

Development of net profit (in € million)
50.00

0.28 2.39 4.71
0.00 —

-50.00
-100.00
-150.00
-200.00

-192.54

-250.00
FY 2022 FY 2023e FY 2024e FY 2025e

Source: GBC AG

Overall, we expect net income of €0.28 million in the current fiscal year 2023 and €2.39
million in 2024 and €4.71 million in 2025.
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Evaluation
Model assumptions

We valued publity AG using a three-stage DCF model. Starting with the concrete estimates
for the years 2023 - 2025 in phase 1, the forecast is made from 2026 to 2030 in the second
phase by applying value drivers. We expect sales to increase by 10.0% (previously: 5.0%).
We have assumed a target EBITDA margin of 35.8% (previously: 50.0%). We have in-
cluded a tax rate of 30.0% in phase 2. In the third phase, a residual value is also deter-
mined after the end of the forecast horizon using the perpetual annuity. In the terminal
value, we assume a growth rate of 3.0% (previously: 2.0%).

Although we anticipate a medium-term recovery in the real estate market, our forecasts in
this report are at a lower level than in our previous research report due to the current
market situation.

Determination of the cost of capital

The weighted average cost of capital (WACC) of publity AG is calculated from the cost of
equity and the cost of debt. To determine the cost of equity, the fair market premium, the
company-specific beta and the risk-free interest rate must be determined.

The risk-free interest rate is derived from current yield curves for risk-free bonds in accord-
ance with the recommendations of the Fachausschuss fir Unternehmensbewertungen
und Betriebswirtschaft (FAUB) of the IDW. This is based on the zero bond interest rates
published by the Deutsche Bundesbank using the Svensson method.

The currently used value of the risk-free interest rate is 2.0% (previously: 1.5%).

We set the historical market premium of 5.5% as a reasonable expectation of a market
premium. This is supported by historical analyses of stock market returns. The market
premium reflects the percentage by which the stock market is expected to yield better than
low-risk government bonds.

According to the GBC estimation method, a beta of 1.86 is currently determined.

Using the assumptions made, we calculate a cost of equity of 12.2% (previously: 11.7%)
(beta multiplied by risk premium plus risk-free interest rate). As we assume a sustainable
weighting of 90% for the cost of equity, the weighted average cost of capital (WACC) is
11.6% (previously: 11.1%).

Valuation result

As part of our DCF valuation model, we have determined a target price of €20.00 (previ-
ously: €46.50).

We have allocated the investments in affiliated companies and the loans to affiliated com-
panies to net financial assets. This primarily includes the PREOS investment. The share
price of PREOS as of December 30, 2022 was €3.40 (Xetra), which corresponds to a
market capitalization of €385.79 million. Given publity AG's 94.3% stake, this represents
a value of €348.82 million on its balance sheet. Our revaluation is based on the latest ad-
hoc news from PREQOS, according to which devaluations have led to a reduction in equity
to €204 million as of December 31, 2022 (December 31, 2021: €418 million). In accord-
ance with the participation rate of 94.3%, a value of € 192.37 million is attributable to pub-
lity AG, which is thus significantly lower than the value recognized in the balance sheet as
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of December 31, 2022. To determine the fair value of publity AG, we refer to net financial
assets of €224.05 million (December 31, 2024), which corresponds to a fair value of
€15.06 per share based on the number of shares in publity. Adding the value of the oper-
ating business on the basis of the DCF model, we have calculated an overall price target
of €20.00 per share and, against the backdrop of the current share price, assign a Hold
rating (previously: BUY).
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DCF model

>

publity AG - Discounted cash flow (DCF) analysis

Value drivers of the DCF model after the estimate phase:

GBC AG

TInvestment Research

consistency - phase final - phase

Sales growth 10.0% Perpetual sales growth 3.0%
EBITDA margin 35.8% Perpetual EBITA margin 35.3%
AFA to operating fixed assets 15.0% Effective tax rate in terminal value 30.0%
Working capital to sales 5.0%

three-stage DCF - model:

Phase estimate consistency final
i EUR mil- FY23e FY24e| FY25e FY26e FY27e FY28e FY29e FY 30e v';’:lae'
Sales (US) 11.50 15.00 20.10 22.11 24.32 26.75 29.43 32.37
US Change 145.5% 30.4% 34.0% 10.0%  10.0% 10.0% 10.0% 10.0% 3.0%
US to operating fixed assets 15.01 19.32 24.54 25.59 26.68 27.82 29.00 30.24
EBITDA 0.86 3.88 7.20 7.92 8.71 9.58 10.54 11.60
EBITDA margin 75% 25.8% | 358% 35.8% 358% 358% 358% 358%
EBITA 0.30 3.32 6.64 7.80 8.58 9.45 10.40 11.44
EBITA margin 2.6% 22.1% 33.0% 353% 353% 353% 35.3% 35.3% 35.3%
Taxes on EBITA -0.09 -1.00 -1.99 -2.34 -2.57 -2.83 -3.12 -3.43
to EBITA 30.0% 30.0% | 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% | 30.0%
EBI (NOPLAT) 0.21 2.32 4.64 5.46 6.01 6.61 7.28 8.01
Return on investment 37.5% 370.5% | 707.1% 738.1% 305.0% 310.8% 316.5% 322.2% | 306.8%
Working capital (WC) -0.14 -0.12 -0.08 1.11 1.22 1.34 1.47 1.62
WC to turnover -1.2% -0.8% -0.4% 5.0% 5.0% 5.0% 5.0% 5.0%
Investments in WC -0.05 -0.02 -0.04 -1.19 -0.11 -0.12 -0.13 -0.15
Operating assets (OAV) 0.77 0.78 0.82 0.86 0.91 0.96 1.01 1.07
AFA on OAV -0.55 -0.56 -0.57 -0.12 -0.13 -0.14 -0.14 -0.15
AFA to OAV 72.3% 72.1% 69.0% 15.0%  15.0% 15.0% 15.0% 15.0%
Investments in OAV -0.56 -0.57 -0.61 -0.17 -0.18 -0.19 -0.20 -0.21
Invested capital 0.63 0.66 0.74 1.97 2.13 2.30 2.49 2.69
EBITDA 0.86 3.88 7.20 7.92 8.71 9.58 10.54 11.60
Taxes on EBITA -0.09 -1.00 -1.99 -2.34 -2.57 -2.83 -3.12 -3.43
Total investments -0.61 -0.59 -0.65 -1.35 -0.29 -0.31 -0.33 -0.36
Investments in OAV -0.56 -0.57 -0.61 -0.17 -0.18 -0.19 -0.20 -0.21
Investments in WC -0.05 -0.02 -0.04 -1.19 -0.11 -0.12 -0.13 -0.15
Investments in goodwill 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Free cash flows 0.15 2.29 4.56 4.23 5.85 6.44 7.09 7.81 95.39
Present value of explicit FCFs 23.57 24.01
Present value of the continuing value 44.34 49.47 Risk-free return 2.0%
Net debt -221.66  -224.05 Market risk premium 5.5%
Value of equity 289.58 297.52 Beta 1.86
Minority interests in profits 0.00 0.00 Cost of equity 12.2%
Value of share capital 289.58 297.52 Target weighting 90.0%
Shares outstanding in million 14.88 14.88 Cost of debt 6.3%
Fair value of the share in EUR 19.47 20.00 Target weighting 10.0%
Tax shield 8.5%
WACC 11.6%
. WACC
§ 11.0% 11.3% 11.6% 11.9% 12.2%
£, 306.3% 20.36 20.17 19.99 19.83 19.68
S d 306.6% 20.36| 20.17| 20.00| 19.83| 19.68
= 3068% 2037| 2018 19.84 | 19.68
% 307.1%  20.37 | 20.18| 20.00 | 19.84 | 19.69
o 307.3%  20.37 20.18 20.01 19.84 | 19.69
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APPENDIX

L.

Research under MiFID Il

1. there is an agreement between the research company GBC AG and the Issuer regarding the independent preparation and publication
of this research report on the Issuer. GBC AG shall be remunerated for this by the Issuer.

2. the research report shall be made available simultaneously to all investment service providers interested therein.

Il

81 Disclaimer/ Exclusion of liability

This document is for information purposes only. All data and information in this study has been obtained from sources that GBC believes
to be reliable. Furthermore, the authors have taken the utmost care to ensure that the facts used and opinions expressed are reasonable
and accurate. Nevertheless, no warranty or liability can be assumed for their accuracy - neither explicitly nor implicitly. Furthermore, all
information may be incomplete or summarized. Neither GBC nor the individual authors accept any liability for damages arising from the
use of this document or its contents or otherwise in this context.

Furthermore, we would like to point out that this document is neither an invitation to subscribe to nor to purchase any securities and should
not be interpreted in this sense. Neither may it or any part of it serve as the basis for a binding contract of any kind whatsoever or be relied
upon as a reliable source in this context. Any decision in connection with a prospective offer for sale of securities of the company or
companies discussed in this publication should be made solely on the basis of information contained in prospectuses or offer letters issued
in connection with such an offer.

GBC does not guarantee that the indicated yield or price targets will be achieved. Changes in the relevant assumptions on which this
document is based may have a material impact on the target returns. Income from investments is subject to fluctuations. Investment
decisions always require the advice of an investment advisor. Consequently, this document cannot assume an advisory function.

Distribution outside the Federal Republic of Germany:

This publication, if distributed in the UK, may only be made available to persons who are authorised or exempt under the Financial Services
Act 1986 or persons covered by section 9(3) of the Financial Services Act 1986 (Investment Advertisement) (Exemptions) Order 1988 (as
amended) and may not be communicated, directly or indirectly, to any other person or group of persons.

Neither this document nor a copy thereof may be brought, transferred or distributed in the United States of America or its territories or
possessions. The distribution of this document in Canada, Japan or other jurisdictions may be restricted by law and persons into whose
possession this publication comes should inform themselves about and observe any such restrictions. Any failure to comply with such
restrictions may constitute a violation of the United States, Canadian or Japanese securities laws or the laws of any other jurisdiction.

By accepting this document, you accept any disclaimer and the above limitations.

You will also find the information on the disclaimer/exclusion of liability under
www.gbc-ag.de

Legal information and publications in accordance with § 85 WpHG and FinAnV

The notes are also available on the Internet at the following address
http://www.gbc-ag.de/de/Offenlegung

8§ 2 (1) Updating:

A concrete update of the present analysis(s) at a fixed date has not yet been scheduled. GBC AG reserves the right to update the analysis
without prior notice.

§ 2 (I) Recommendation/ Ratings/ Classification:

Since 1 July 2006, GBC AG has used a three-level absolute share rating system. Since 1.7.200, the ratings have been based on a time
horizon of at least 6 to a maximum of 18 months. Previously, the ratings were based on a time horizon of up to 12 months. When the
analysis is published, the investment recommendations are determined by reference to the expected return in accordance with the ratings
described below. Temporary price deviations outside of these ranges do not automatically lead to a change of rating, but do give rise to
a revision of the original recommendation.
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The respective recommendations/classifications/ ratings are associated with the following expectations:

BUY The expected return, based on the determined price target, including dividend payment
within the corresponding time horizon is >= + 10%.

HOLD The expected return, based on the determined price target, including dividend payment
within the corresponding time horizon is > - 10% and < + 10%.

SELL The expected return, based on the determined price target, including dividend payment
within the corresponding time horizon is <= - 10%.

Price targets of GBC AG are determined on the basis of the fair value per share, which is determined on the basis of generally accepted
and widely used methods of fundamental analysis, such as the DCF method, peer group comparison and/or the sum-of-the-parts method.
This is done by taking into account fundamental factors such as stock splits, capital reductions, capital increases, M&A activities, share
buybacks, etc.

§ 2 (Ill) Historical recommendations:
GBC's historical recommendations on the present analysis(s) are available on the Internet at the following address
http://lwww.gbc-ag.de/de/Offenlegung

§ 2 (IV) Information base:

For the preparation of the present analysis(s), publicly available information about the issuer(s), (where available, the three most recently
published annual and quarterly reports, ad-hoc announcements, press releases, securities prospectus, company presentations, etc.),
which GBC believes to be reliable, has been used. In addition, discussions were held with the management of the company(ies) in question
in order to have the facts relating to the business development explained in more detail.

§ Section 2 (V) 1. conflicts of interest pursuant to Section 85 of the German Securities Trading Act (WpHG) and Art. 20 of the
German Securities Trading Act (MAR)

GBC AG and the responsible analyst hereby declare that the following potential conflicts of interest for which the company(ies) named in
the analysis exist at the time of publication and therefore comply with the obligations of § 85 WpHG and Art. 20 MAR. An exact explanation
of the possible conflicts of interest is provided in the catalogue of possible conflicts of interest under § 2 (V) 2.

The following potential conflict of interest exists with respect to the securities or financial instruments discussed in the analysis:
(5a,112)

§ Section 2 (V) 2. catalogue of possible conflicts of interest:

(1) GBC AG or a legal entity affiliated with it holds at the time of publication shares or other

financial instruments in this analysed company or analysed financial instrument or financial product.

(2) This company holds more than 3% of the shares in GBC AG or a legal entity affiliated with it.

(3) GBC AG or a legal entity affiliated with it is market maker or designated sponsor in the financial instruments

of this company.

(4) GBC AG or a legal entity affiliated with it was, at the time of the public issue, in the previous 12 months

of financial instruments of this company.

(5) a) GBC AG or a legal entity affiliated with it has entered into an agreement in the preceding 12 months concerning the
Preparation of research reports against payment with this company or issuer of the analysed financial instrument

hit. Under this agreement, the issuer was given access to the draft financial analysis (without the valuation section) prior to publication.
(5) b) An amendment to the draft financial analysis has been made on the basis of justified indications from the company or issuer
(6) a) GBC AG or a legal entity affiliated with it has entered into an agreement in the preceding 12 months concerning the
Preparation of research reports against payment with a third party on this company or financial instrument. In

Under this agreement, the third party and/or company and/or issuer of the financial instrument of

Draft of the analysis (without evaluation part) made available prior to publication.

(6) b) An amendment to the draft financial analysis has been made on the basis of justified indications of the third party and/or issuer
7. The analyst responsible, the principal analyst, the deputy principal analyst and/or any other person involved in the preparation of the
study

Person holds shares or other financial instruments in this company at the time of publication.

(8) The responsible analyst of this company is a member of the local management board or supervisory board.

(9) The relevant analyst has, prior to the date of publication, acquired shares in the company he/she is analysing before

public issue were received or acquired.

(10) GBC AG or a legal entity affiliated with it has entered into an agreement within the preceding 12 months regarding the
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Provision of consulting services with the analyzed company closed.

(11) GBC AG or a legal entity affiliated with it has significant financial interests in the analysed company,

e.g. the acquisition and/or exercise of mandates with the analysed company or the acquisition and/or provision of

of services for the analysed company (e.g. presentation at conferences, roundtables, road shows etc.)

(12) At the time of the financial analysis, the analysed company is located in a country which is controlled by GBC AG or its affiliates.
legal entity, financial instrument or financial product (e.g. certificate, fund, etc.) that is managed or advised

§ 2 (V) 3. compliance:
GBC has internal regulatory arrangements in place to prevent or disclose potential conflicts of interest, if any. The current Compliance
Officer, Karin Jaegg, Email: jaegg@gbc-ag.de, is responsible for compliance with the regulations.

8 2 (V1) Responsible for the preparation:

The company responsible for the preparation of the present analysis(s) is GBC AG, based in Augsburg, which
is registered as a research institute with the responsible supervisory authority (Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin),
Marie-Curie-Str. 24-28, 60439 Frankfurt).

GBC AG is currently represented by its board members Manuel Hélzle (chairman) and Jérg Grunwald.

The analysts responsible for this analysis are
Matthias Greiffenberger, M.Sc., M.A., Financial Analyst
Marcel Schaffer, Financial Analyst

§ 3 Copyrights

This document is protected by copyright. It is provided solely for your information and may not be reproduced or distributed to any other
person. Any use of this document outside the limits of copyright law generally requires the consent of the GBC or the relevant company,
provided that there has been a transfer of rights of use and publication.

GBC AG

Halderstrasse 27

D 86150 Augsburg

Tel.: 0821/24 11 33-0

Fax.: 0821/24 11 33-30
Internet: http://www.gbc-ag.de

Email: compliance@gbc-ag.de
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