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Buoyant quarterly results, positive cash generation. EI.En posted a 33.1% YoY increase in sales
in 3Q14, a quarter with traditionally low seasonality. Sales reached Eu44.2mn, 24.6% above
our forecast. Sales grew by 54.4% in the Industrial division due to buoyant Chinese demand
for cutting laser systems, and by 27.9% in the Medical division due to strong sales of laser
systems for surgery applications in Far Eastern markets; after-sales services went up 19.6%
YoY. EBIT came to Eu4.0mn from Eul.1lmn in 3Q13 (and vs. our Eul.4mn estimate). The EBIT
margin went from 3.3% in 3Q13 to 9.2% in 3Q14 (one of the best ever results since 2009):
strong operating leverage (on services cost and personnel expenses) more than offset a less
profitable revenue mix (as sales in China carry a lower gross margin). Pre-tax profit came to
Eu7.4mn in 3Q14 from Eu2.6mn in 3Q13 (and vs. our Eul.4mn forecast) as the company
booked significant FOREX gains due to the strengthening of the USD. Finally, the net cash
position increased QoQ from Eu40.1mn as at June 2014 to Eu42.7mn as at September 2014.
3Q results build on positive TH trends. In 9M14 sales increased 16.4% YoY to Eul24.6mn, EBIT
more than doubled to Eu10.5mn, the EBIT margin moved from 4.5% in 9M13 to 8.5% in 9M14
(the release of reserves held for the Asclepion-Palomar patent dispute contributed Eul.5mn).
Finally, pre-tax profit stood at Eul8.7mn, boosted by a Eu4.5mn capital gain from the sale of
Cynosure shares and by Eu3.3mn of FOREX gains.

2014 guidance lifted, estimates revised significantly upwar ds. Management stated: “The
very good 3Q14 performance ...allows us to set a FY14 revenue growth target of 10%,
improving the previously released 5% target”. Following the release of 3Q14 results that
significantly beat our expectations, we have revised our estimates upwards. For FY14, we
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Book value (Eu mn): 139
Key Figures 2012A 2013A 2014E 2015E 2016E BVPS (Eu): 28.71
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Net profit (Eu mn) 23 6 15 9 10 Enterprise value (Eu mn): 59
EPS - New (Eu) 0.651 1.260 3.170 1.836 2.004
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on the last page of this report
Ratios & Multiples 2012A 2013A 2014E 2015E 2016E
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Div. Yield 2.1% 2.1% 4.4% 2.5% 2.8%
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ROCE 6.5% 8.8% 13.9% 13.6% 14.0%
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El.En. Results

El.LEn posted a 33.1% YoY increase in sales in 3Q14, a quarter with traditionally low
seasonality. Sales reached Eu44.2mn, 24.6% above our forecast. Sales grew by
54.4% in the Industrial division due to buoyant Chinese demand for cutting laser
systems, and by 27.9% in the Medical division due to strong sales of laser systems
for surgery applications in Far Eastern markets; after-sales services went up 19.6%
YoY.

EBIT came to Eu4.0mn from Eul.1lmn in 3Q13 (and vs. our Eul.4mn estimate). The
EBIT margin went from 3.3% in 3Q13 to 9.2% in 3Q14 (one of the best ever results
since 2009): strong operating leverage (on services cost and personnel expenses)
more than offset a less profitable revenue mix (as sales in China carry a lower
gross margin). Pre-tax profit came to Eu7.4mn in 3Q14 from Eu2.6mn in 3Q13 (and
vs. our Eul.4mn forecast) as the company booked significant FOREX gains due to
the strengthening of the USD.

Finally, the net cash position increased QoQ from Eu40.1mn as at June 2014 to
Eu42.7mn as at September 2014.

In 9M14 sales increased 16.4% YoY to Eul24.6mn, EBIT more than doubled to
Eu10.5mn, the EBIT margin moved from 4.5% in 9M13 to 8.5% in 9M14 (the release
of reserves held for the Asclepion-Palomar patent dispute contributed Eul.5mn).
Finally, pre-tax profit stood at Eul8.7mn, boosted by a Eu4.5mn capital gain from
the sale of Cynosure shares and by Eu3.3mn of FOREX gains.

(€mn) 3QI13A 3Q14A 3QI14E AVE IM13A IM14A FY13A FY14E
Sales 33.2 44.2 35.5 24.6% 107.0 124.6 157.4 174.3
YoY growth % 33.1% 6.9% 16.4% 10.7%
EBITDA 2.3 4.9 2.7 82.2% 8.2 12.0 13.7 17.5
Ebitda margin % 6.8% 11.1% 7.6% 7.7% 9.6% 8.7% 10.0%
YoY growth % 117.2% 19.2% 45.8% 27.4%
Total D&A (1.2) (0.9) (1.3) (3.4) (1.4) (4.2) (2.4)
EBIT 1.1 4.0 1.4 189.1% 4.8 10.5 9.6 15.1
Ebit margin % 3.3% 9.2% 3.9% 4.5% 8.5% 6.1% 8.7%
YoY growth % 267.3% 27.0% 117.8% 57.6%
Net financials & Participations 15 3.3 0.0 1.2 8.2 11 8.0
Pretax Profit 2.6 7.4 1.4 427.5% 6.0 18.7 10.7 23.1
Pretax margin % 7.9% 16.7% 3.9% 5.6% 15.0% 6.8% 13.3%
YoY growth % 183.1% -46.3% 212.6% 116.3%
Taxes (4.3) (6.6)
tax rate -40.0% -28.6%
Minorities and disc. Operations (0.3) (1.2)
Group net profit 6.1 15.3
YoY growth % 151.5%

Source: Company data and Intermonte Sim
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According to our forecasts, E.LEn’s sales are expected to reach Eu195.7mn in 2016,
posting a 2013-16 CAGR of 7.5%.

The Medical Division (CAGR 2013-16 +6.5%) might benefit from structurally growing
demand for medical and aesthetic treatments by a population which is on
average growing older and increasingly keen to reduce the effects of aging.
El.En has built a very competitive product and technology offer.

The Industrial Division (CAGR 2013-16 +9.4%) might benefit from the
industrialisation of fast-growing emerging countries where there is a need for
manufacturers to equip themselves with flexible and innovative technologies like
laser technologies for manufacturing. ELEn has already established a stable
manufacturing presence in Brazil and China.

Finally, the after-sales services business is expected to post a 8.0% 2013-16 CAGR,
broadly in line with that of consolidated sales.

As far as profitability is concerned, EL.LEn’s EBIT is expected to come to Eul6.1mn in
2016, or 8.2% of sales, from 6.1% in 2013. Our estimates are based on a USD/EUR
exchange rate of 1.25, which should have a positive impact on ELEn’s
competitive positioning given that several competitors are based in the US and
therefore have a cost base denominated in USD dollars. We have also factored
into our model slightly increasing depreciation.

Finally, we expect group net profit to post a 2013-2016 CAGR of 16.7%, reaching
Eu9.7mn in 2016, based on:

- A stable tax rate of around 37%;
- Slightly positive net financial income given EL.LEn’s net cash position;
- No gains/losses from FOREX;

- Minority interests stable at around 7.5% of net profit before minorities.

Looking at the balance sheet, we expect:
- net working capital as a percentage of sales to remain stable at around
31% between 2014 and 2016;
- net fixed assets to increase to Eu35.4mn in 2016 as we have now
incorporated the investment in a new plant in China;

- group net equity to reach Eul51.2mn in 2016 following Eu22.9mn of
retained earnings, net of Eu10.9mn paid as dividends (e.g. we estimate
a stable 33% dividend pay-out rate);

- net cash to stand at Eu42.8mn at the end of 2016 from Eu21.8mn at the
end of 2013 (Eu23.0mn coming from the sale of Cynosure shares).



El.En. Income statement estimates

(€ mn) 2012A 2013A 2014E 2015E 2016E CAGR13-16E
Sales 151.2 157.4 174.3 185.3 195.7 7.5%
YoY growth %  10.1% 4.1% 10.7% 6.3% 5.6%
EBITDA 12.5 13.7 17.5 19.0 20.5 14.3%
Ebitda margin %  8.3% 8.7% 10.0% 10.3% 10.5%
YoY growth %  15.7% 9.8% 27.4% 8.6% 7.9%
Total D&A (5.0) 4.2) (2.4) (4.2) 4.9
of which non-recurrent 15
EBIT Reported 7.5 9.6 15.1 14.8 16.1
Ebit margin %  4.9% 6.1% 8.7% 8.0% 8.2%
EBIT Adjusted 7.5 9.6 13.6 14.8 16.1 18.9%
Ebit margin %  4.9% 6.1% 7.8% 8.0% 8.2%
YoY growth %  46.7% 28.2% 41.9% 8.8% 8.8%
Net financial charges 1.9 x.7) 3.6 0.4 0.5
Other income 2.8 4.4
of which non-recurrent 2.5 4.5
Pretax Profit 6.1 10.7 23.1 15.2 16.6 15.8%
Taxes (3.0) 4.3) (6.6) (5.6) (6.1)
taxrate -48.5% -40.0% -28.6% -37.0% -37.0%
Income from continued op. 3.1 6.4
Income from discontinued op. 26.7 0.0
Net Profit before minority interest 29.8 6.4 16.5 9.6 10.5 17.6%
Minority interest fom continued op. 1.0) 0.3) 1.2) 0.7) 0.8)
Minority interest rom discontinued op. (5.6) 0.0
Reported Group Net Profit 23.2 6.1 15.3 8.9 9.7
n.m. -73.8% 151.5% -42.1% 9.1%
Adjusted Group Net Profit* 2.1 3.6 9.9 8.9 9.7 39.3%
Net margin %  1.4% 2.3% 5.7% 4.8% 4.9%
YoY growth %  n.m. 68.1% 175.5% -10.2% 9.1%

Source: Company data and Intermonte SIM estimates

In 2012, Adjusted Group Net Profit includes the income from continued operations

only.

In 2013, Adjusted Group Net Profit includes the income from continued operations

only, and was also restated for revaluation of Cynosure’s investment.

In 2014, Adjusted Group Net Profit was restated for the release of reserves held for
the Asclepion-Palomar patent dispute (Eul.5mn, or Eul.0mn after tax), and for the
capital gain from the sale of Cynosure shares (Eu4.4mn). It includes FOREX gains
(Eu3.3mn).
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Changes to our old 2014-16 EPS estimates come from:

higher sales in 2014 (3Q14 results surprised on the upside and
management lifted its guidance) and almost unchanged growth rates
expected for 2015 (+6.3%) and 2016 (+5.6%);

improved assumptions on margins, as on average we have increased
our EBITDA and EBIT margin forecasts by 110bps and by 130bps
respectively in the 2014 to 2016 period;

lower depreciation;
slightly higher net financial income;

lower minority interests (estimated equal to roughly 7.5% of net income
before minority interest).

El.LEn. Change in estimates

(€ mn) 2013Ai 2014E 2015E 2016E
Sales new 157.4 ! 174.3 185.3 195.7
Sales old ! 166.3 174.9 184.8

% change | 4.8% 6.0% 5.9%
EBITDA new 13.7 ! 17.5 19.0 20.5
EBITDA old i 15.0 16.0 17.1
% change I 16.7% 18.8% 19.9%
EBIT new 9.6 | 15.1 14.8 16.1
EBIT old i 11.8 11.0 11.8
% change ! 28.0% 34.5% 36.4%
|
Pretax Profit new 10.7 | 23.1 15.2 16.6
Pretax Profit old H 15.8 10.5 11.3
% change ! 46.4% 44.8% 46.9%
|
Group Net profit new 6.1 I 15.3 8.9 9.7
Group Net Profit old ' 9.9 4.6 5.0
% change | 54.3% 91.0% 92.7%
L

Source: Company data and Intermonte Sim estimates



El.En. - Valuation summary

Method €mn € per share previous (01/09/14) change

El.LEn DCF, net of minorities 137.5 28.5 23.3 22.5%
Stake in Cynosure market value 21.8 4.5 35 29.1%
Total Equity Value 159.4 33.0 26.8 23.2%
El.LEn Share Price 24.0 23.6 1.9%
potential upside 37.5% 13.7%
Source: Intermonte Sim

El.En multiples at our DCF fair value

2013 2014 2015 2016

P/E 22.6 9.0 15.5 14.2

EV/Sales 0.65 0.59 0.56 0.53

EV/Ebitda 7.5 5.9 5.4 5.0

EV/Ebit 10.7 6.8 7.0 6.4

Source: Intermonte Sim

El.En multiples at current market prices

2013 2014 2015 2016

P/E 15.5 6.1 10.6 9.7

EV/Sales 0.46 0.34 0.34 0.31

EV/Ebitda 5.3 3.4 3.3 2.9

EV/Ebit 7.6 3.9 4.3 3.7

Intermonte

Source: Intermonte Sim
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EL.EN. Peer Group - Absolute Performances

Stock Price Ccy Mkt cap ™ 3M 6M YTD 1Y 2y
EL.EN. 23.9 EUR 115.4 15.6% 7.5% 1.9% 52.8% 45.3% 47.1%
AMADA CO. 1,033.0 JPY 385,360.6 17.8% 4.8% 7.3% 15.0% 14.9% 132.1%
COHERENT INC. 57.3 usD 1,429.4 -0.9% -5.4% -0.5% -25.0% -13.0% 36.2%
CYMER usb
FIDIA 3.0 EUR 15.3 5.0% 0.5% 1.4% 22.0% 17.6% 30.4%
GSI GROUP 12.2 usbD 416.3 6.1% -1.1% 0.5% 9.5% 12.6% 67.2%
PRIMA INDUSTRIE 13.5 EUR 141.8 10.5% 23.0% 4.1% 41.6% 42.5% 43.9%
ROFIN-SINAR TECH 26.7 usD 746.9 27.8% 14.3% 17.1% -0.1% 11.7% 39.0%
Mean performance 11.7% 6.2% 4.5% 16.5% 18.8% 56.6%
Italy Fixed 19,216.7 EUR 251,189 2.8% -1.4% -6.9% 1.3% 2.8% 29.4%
Source: FactSet
EL.EN. Peer Group - Multiple Comparison
. EV/Sales EV/Sales  EV/Ebitda EV/Ebitda | EV/Ebit EV/Ebit P/E P/E Div Yield Div Yield
Stock Price Ccy Mkt cap
2014 2015 2014 2015 2014 2015 2014 2015 2014 2015
EL.EN. 23.9 EUR 115.4 0.3 0.3 3.4 3.2 43 4.1 7.5 13.0 4.4% 2.5%
AMADA CO. 1,033.0 JPY 385,360.6 1.3 1.2 9.9 9.9 12.8 11.5 221 19.4 2.4% 2.6%
COHERENT INC. 57.3 usD 1,429.4 1.4 1.3 8.1 6.9 11.3 8.8 175 14.6
CYMER usbD
FIDIA 3.0 EUR 15.3 0.4 0.3 7.1 5.0 10.0 7.2 24.0 18.0 0.0% 0.0%
GSI GROUP 12.2 usbD 416.3 18.5 15.1
PRIMA INDUSTRIE 135 EUR 141.8 0.7 0.6 6.2 49 8.9 6.6 12.4 9.0 0.0% 0.0%
ROFIN-SINAR TECH 26.7 usb 746.9 1.2 1.0 12.2 7.4 17.9 9.4 30.3 17.4 0.0% 0.0%
Median 0.9 0.8 7.6 6.0 10.6 8.0 18.5 15.1 0.0% 0.0%
Source: Intermonte SIM estimates for covered companies, FactSet consensus estimates for peer group
El.LEn. Peer Group - Absolute Performances
Stock Price Ccy Mkt cap ™M 3M 6M YTD 1Y 2y
Cynosure 28.6 usb 619.0 38.2% 30.4% 40.1% 13.8% 23.2% 23.7%
ELLEn 23.9 Euro 1153 16.3% 7.4% 1.8% 52.1% 45.3% 47.1%
Syneron Medical Ltd 8.1 usb 297.6 20.1% 7.1% 5.2% -9.1% -6.3% 32.5%
Cutera, Inc. 8.5 usb 121.7 8.6% 15.6% 18.0% 14.4% 22.6% 18.8%
BIOLASE, Inc. 1.9 usb 110.8 4.6% 11.4% 39.0% -6.7% 58.2% 35.7%
Medical avg 11.1% 11.4% 20.7% -0.5% 24.8% 29.0%
ltaly FTSE Mib 1.3% -3.5% -9.2% -2.0% -0.8% 26.6%
Source: Factset
El.En. Peer Group - Multiple Comparison
Stock Price Cey Mikicap | EV/Sdles  EV/Sales . o014 p/e201s EV/EBTDA EV/EBMDA
2014 2015 2014 2015
EL.LEn 23.9 EUR - Euro 1153 0.34 0.33 73 12.6 3.2 3.0
Syneron Medical Ltd 8.1 usD 297.6 1.0 0.9 49.2 21.1 135 10.2
Cynosure 28.6 usb 619.0 17 15 25.0 18.2 21.8 9.0
Cutera, Inc. 8.5 usb 121.7 0.9 0.8 25.4 16.0
BIOLASE, Inc. 1.9 usb 110.8 21 1.8
Medical avg 14 o2 371 T o196 T 218 T 102

Source: Factset consensus estimates for peer group, Intermonte estimates for EL.En
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