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Exceeding sales targets, multi-customer model in

progress among uncertainties

FY 2020: lIkea sales replacement higher than expected, at work to recover breakeven
FY 2020 Sales of €27.3m, -7.5% from 2019, were better than management guidelines at

€24-25m but still reflecting declining revenue from lkea (-71.9% YoY), partially offset by the
Italian market (+139.2% YoY) and other international customers (+80.1% YoY). EBITDA was
€(1.2)m, vs. €(0.9)m in 2019, while EBITDA adjusted €(0.5)m, primarily for €0.6m non-
recurring inventory write-off. Net loss of €(2.0)m, vs. €(2.4)m in 2019.

Trade working capital decreased from €9.1m to €7.3m as of December 2020. Net financial
debt increased from €12.6m at year-end 2019 to €13.2m, including IAS/IFRS leasing
accounting. Fixed assets revaluation of €4.8m produced a par increase of shareholders
equity reserves. Year-end 2020 net equity was €5.4m after €(2.0)m net loss, from €3.1m in
FY19.

As anticipated for H1 accounts, llla has been able to limit the impact of the expected sharp
decline of lkea orders and of the unexpected retail sales global drop.

Capital stock increase approved

Following an agreement with Atlas Capital Markets, worth a total commitment of
maximum €3m, llla’s shareholders meeting approved a maximum of 1,675,000 ordinary
shares capital increase reserved to Atlas, which will additionally receive free warrants.

Outlook and estimates revision

In 2020 llla was able to respect and exceed management revenue guidelines and safeguard
operating margins. However, the shift from the primary customer IKEA to a multi-customer
model and the still ongoing cost reduction plan will take time to recover prior revenue
levels and profitability. Considering also uncertainties about demand recovery from
retailers, challenged by shifts to e-commerce, and timing of turnaround progress, we
overall confirm our prior short-term revenue estimates but deem appropriate to postpone
breakeven to 2023, while still envisaging a 6%-7% operating margin for the medium-long
term.

Target Price €0.45 per share (from €0.56), NEUTRAL rating confirmed

llla share price dropped 33% over last 16 months, underperforming the AIM lItalia index,
which in the same period increased by 24%. The Company's YTD stands at -10%, vs. the
AIM index 32%.

Our valuation yields a Target Price per share of €0.45, from €0.56 of our previous note,
with a potential upside of 5% on the current share price of €0.43. As a consequence, we
confirm the NEUTRAL rating on the stock.

Key financials and estimates

€m 2017A 2018A 2019A 2020E 2021E 2022E 2023E
Revenues 40.3 33.7 29.6 27.5 29.1 33.2 37.2
EBITDA 2.0 1.0 (0.9) (1.2) 0.6 14 2.0
Margin 5.0% 3.0% -3.1% -4.5% 2.0% 4.2% 5.4%
EBIT 0.7 (0.5) (2.2) (1.8) (1.0) (0.3) 0.4
Margin 1.8% -1.5% -7.5% -6.6% -3.5% -0.8% 1.0%
Net Income (Loss) 0.1 (0.7) (2.4) (2.0) (1.5) (0.7) (0.2)
Net (Debt) Cash (6.7) (10.1) (12.6) (13.2) (14.9) (153) (15.2)
Equity 6.2 5.4 3.1 5.4 3.9 3.2 3.0

Source: Company data 2017-20A; EnVent Research 2021-23E

The Issuer is a corporate client of EnVent Capital Markets Ltd., thus this Note is to be intended as a marketing communication, not an
independent research.




llla’s shares in the last 16 months
traded in the range €0.41-0.68,
with beginning price €0.64 and
ending €0.43, 33% drop.

In the same period, the AIM ltalia
Index increased by 24%

Market update

llla — 16M Share price performance and trading volumes
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FY20 financials: lkea sales replacement higher than expected
and cost efficiency meeting our estimates

In 2020 sales decreased by 7.5% YoY from €29.5m in FY19 to €27.3m, better than
management guidelines which were in the region of €24-25m. Sales reflect
declining revenue from lkea (-71.9% YoY) and Giannini (-44.5% YoY), partially offset
by the Italian market (+139.2% YoY) and other international customers (+80.1%
YoY).

The cost efficiency program undertaken by the Company enabled a more than
proportional decrease in COGS from €17.6m to €15.7m (56% of sales vs. 60% in
FY19). EBITDA of €(1.2)m from €(0.9)m in 2019, after the combined effect of




€1.8m cash from TWC

€4.8m revaluation reserve

Investment agreement with
Atlas Capital Markets and
relative reserved capital
increase

Export growth in US market

reduced overhead coverage for lower sales and slightly better margins. The
Company also reports an EBITDA adjusted to €(0.5)m for non-recurring €0.6m

inventory write-off and €0.1m consultancy expenses. EBIT at €(1.8)m after €0.6m
D&A vs. €1.3m 2019 D&A. The Company has taken the opportunity given by Covid-
19 related decrees to postpone D&A. Net loss at €(2.0)m vs. €(2.4)m in FY19 after
€0.6m interest expenses

On the balance sheet side, cash coming from sound ratios in trade working capital -
TWC from €9.1m at year-end 2019 to €7.3m in 2020- counterbalanced operating
losses at EBIT level.

FY20 net financial debt, including IAS/IFRS leasing accounting, was €13.2m, vs.
€12.6m at year-end 2019.

As permitted by government decree n.104/2020, fixed assets have been revalued
by €4.8m, with a par increase of shareholders equity reserves as of December
2020. Year-end net equity was €5.4m after €(2.0)m net loss, from €3.1m in FY19.

We recall that in Q1 2020, as part of llla reorganization strategy, the subsidiary
Nuova lllafor has been merged into Illa therefore consolidated figures are no
longer provided. As a consequence, llla has communicated 2020 financial
according to Italian GAAP. However, for a proper comparison with prior-year
financials, especially net financial debt, the Company has provided reconciliation
statements with application of IAS/IFRS leasing accounting as in 2019 consolidated
financial statements.

Period facts

Investment agreement with Atlas Capital Markets, a professional investor with
track record on AIM lItalia, with a commitment of maximum €3m in new ordinary
shares. Following the agreement, in March 2021 a Company shareholders meeting
approved a capital increase reserved to Atlas by issuing a maximum of 1,675,000
ordinary shares. As part of the transaction, Atlas Capital will also receive free
warrants.

In the first months of 2021 llla continued its growth in the US market, entered in
2020, with an additional €1.2m order.




Outlook: turnaround to multi-customer model in progress

among uncertainties

In 2020 llla was able to respect and exceed management revenue guidelines and
safeguard operating margins thanks to the effectiveness of the ongoing cost
reduction plan. However, the shift from the primary customer IKEA to a multi-
customer model will still take time to recover prior revenue levels and profitability.
Accordingly, in view of persistent uncertainties about demand recovery from
retailers, challenged by shifts to e-commerce, and timing of turnaround progress,
management stated that they are not yet confident in providing updated
guidelines for 2021.

Recall of 2020-23 last available management guidelines:
e Target revenues for 2023 in the range €35-37m
e Breakeven in 2020-21
e Target EBITDA margin in the range 6-7% in 2023
e Machinery and equipment investments estimated in €2.5m for the period
e (Cash generation after 2021

We also recall that the recovery plan after lkea disengagement focuses on own
brands, Giannini business unit and on the private label business, through
diversification of sales channels and product portfolio, both on the domestic and
international markets.

Estimates revision

We acknowledge that in 2020 Illa was able to meet its overall revenue targets and
that operating results have been close or better than our estimates. Thus, we
overall confirm our prior short-term revenue estimates, with some fine tuning to
factor in 2020 actual cost margins. The cost reduction plan is still ongoing and
therefore we deem appropriate to postpone its effects on margins to 2022-23 and
breakeven to 2023, while still considering a 6%-7% operating margin for the

medium-long term.




Change in estimates
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Revised Previous Change %
€m 2020A 2021E 2022E 2023E 2020A 2021E 2022E 2023E 2020A 2021E 2022E 2023E
Revenues 27.5 29.1 33.2 37.2 24.9 29.1 33.2 37.2 10% 0% 0% 0%
EBITDA (1.2) 0.6 1.4 2.0 (1.2) 1.7 2.3 2.6 3% -67% -39%  -22%
Margin -4.5% 2.0% 4.2% 5.4% -4.9% 5.8% 7.0% 7.1%
EBIT (1.8) (1.0) (0.3) 0.4 (2.4) 0.2 0.8 1.1 nm nm nm  -67%
Margin -6.6% -3.5% -0.8% 1.0% -9.8% 0.7% 2.3% 2.9%
Net Income (Loss) (2.0) (1.5) (0.7) (0.2) (2.7) (0.3) 0.2 0.4 nm nm nm nm
Net (Debt) Cash (13.2) (14.9) (15.3) (15.2) (15.5) (16.2) (14.9) (14.4)
Source: EnVent Research
Financial projections
Consolidated Profit and Loss
€m 2017A  2018A  2019A  2020A 2021E 2022E 2023E
Revenues 40.3 33.7 29.6 27.5 29.1 33.2 37.2
YoY % -0.1% -16.4% -12.1% -7.3% 6.0% 14.0% 12.0%
COGS (22.5) (18.6) (17.6) (15.7) (16.2) (18.4) (20.6)
Services (9.3) (7.7) (6.9) (6.9) (7.0) (7.6) (8.6)
Personnel (6.0) (5.8) (5.6) (5.5) (5.0) (5.4) (5.6)
Leases (0.2) (0.2) (0.2) (0.3) (0.2) (0.2) (0.2)
Other operating costs (0.4) (0.4) (0.4) (0.3) (0.2) (0.2) (0.2)
EBITDA 2.0 1.0 (0.9) (1.2) 0.6 1.4 2.0
Margin 5.0% 3.0% -3.1% -4.5% 2.0% 4.2% 5.4%
D&A (1.3) (1.5) (1.3) (0.6) (1.6) (1.7) (1.7)
EBIT 0.7 (0.5) (2.2) (1.8) (1.0) (0.3) 0.4
Margin 1.8% -1.5% -7.5% -6.6% -3.5% -0.8% 1.0%
Interest (0.4) (0.3) (0.3) (0.6) (0.6) (0.6) (0.6)
EBT 0.3 (0.8) (2.6) (2.4) (1.6) (0.9) (0.3)
Margin 0.9% -2.4% -8.7% -8.7% -5.6% -2.6% -0.7%
Income taxes (0.2) 0.0 0.2 0.4 0.1 0.2 0.0
Net Income (Loss) 0.1 (0.7) (2.4) (2.0) (1.5) (0.7) (0.2)
Margin 0.3% -2.2% -8.0% -7.4% -5.1% -2.0% -0.6%

Source: Company data 2017-20A; EnVent Research 2021-23E




Consolidated Balance Sheet

£€m 2017A  2018A  2019A 2020A 2021E 2022E 2023E

Inventory 11.5 10.1 11.7 7.8 8.4 9.6 10.7

Trade receivables 4.8 4.0 5.4 4.5 4.8 5.5 6.2

Trade payables (10.5) (6.0) (8.0) (5.1) (5.4) (6.1) (6.8)

Trade Working Capital 5.9 8.2 9.1 7.3 7.8 9.0 10.0

Other assets (liabilities) (0.8) (0.8) (0.4) (1.0) (1.0) (1.0) (1.0)

Net Working Capital 5.0 7.4 8.7 6.3 6.8 7.9 9.0

Intangible assets 1.8 1.6 1.3 2.8 2.5 2.1 1.8
Property, plant and equipment 8.8 9.6 8.8 12.4 12.1 11.2 10.2

Non-current assets 11.0 11.2 10.2 15.2 14.6 13.3 12.1

Provisions (3.2) (3.1) (3.1) (2.8) (2.6) (2.8) (2.9)

Net Invested Capital 12.9 15.5 15.7 18.6 18.8 18.5 18.2
Net Debt (Cash) 6.7 10.1 12.6 13.2 14.9 15.3 15.2
Equity 6.2 5.4 3.1 5.4 3.9 3.2 3.0
Sources 12.9 15.5 15.7 18.6 18.8 18.5 18.2
Source: Company data 2017-20A; EnVent Research 2021-23E

Consolidated Cash Flow

€m 2017A 2018A  2019A  2020A 2021E 2022E 2023E

EBIT 0.7 (0.5) (2.2) (1.8) (1.0) (0.3) 0.4

Current taxes (0.2) 0.0 0.2 0.4 0.1 0.2 0.0

D&A 1.3 1.5 1.3 0.6 1.6 1.7 1.7

Provisions 0.1 (0.0) 0.0 (0.3) (0.2) 0.2 0.1

Cash flow from P&L operations 1.9 1.0 (0.7) (1.2) 0.4 1.8 2.2

Trade Working Capital (0.1) (2.3) (0.9) 1.8 (0.5) (1.2) (1.1)

Other assets and liabilities (0.2) (0.1) (0.4) 0.6 0.0 0.0 0.0

Capex (0.5) (1.8) (0.2) (5.6) (1.0) (0.4) (0.4)

Operating cash flow after working 1.0 (3.1) (2.2) (4.3) (1.1) 0.2 0.7

Interest (0.4) (0.3) (0.3) (0.6) (0.6) (0.6) (0.6)

Net cash flow 3.9 (3.4) (2.6) (0.6) (1.7) (0.4) 0.1

Net (Debt) Cash - Beginning (10.5) (6.7) (10.1) (12.6) (13.2) (14.9) (15.3)

Net (Debt) Cash - End (6.7) (10.2) (12.6) (13.2) (14.9) (15.3) (15.2)

Change in Net (Debt) Cash 3.9 (3.4) (2.6) (0.6) (1.7) (0.4) 0.1

Source: Company data 2017-20A; EnVent Research 2021-23E

Ratio analysis

KPIs 2017A  2018A 2019A  2020A  2021E  2022E  2023E
ROE 2% -14% -77% -38% -38% -20% -7%
ROS (EBIT/Sales) 2% -1% -8% -7% -4% -1% 1%
DOI 105 111 145 105 105 105 105
DSO 36 36 55 50 50 50 50
DPO 99 68 98 67 70 70 70
TWC/Sales 15% 21% 29% 30% 26% 25% 26%
Net Debt / EBITDA 3.3x 9.9x n.m. n.m. 26.1x 10.9x 7.5x
Net Debt / Equity 1.1x 1.8x 4.1x 2.5x 3.8x 4.7x 5.0x
Cash flow from P&L operations / EBITDA 94% 103% n.m. n.m. 78% 127% 108%
FCF / EBITDA 52% neg. n.m. n.m. neg. 15% 35%

Source: Company data 2017-20A; EnVent Research 2021-23E




Valuation

Discounted Cash Flows

Updated DCF assumptions as to market factors:
- Risk free rate: 1.5% (ltalian 10-year government bonds interest rate - 3Y average.

Source: Bloomberg, June 2021)

- Market return: 12.6% (3Y average. Source: Bloomberg, June 2021)

- Market risk premium: 11.2%

- Beta: 1.5 (Source: Historical analysis on Bloomberg, June 2021)

- Cost of equity: 18.2%

- Cost of debt: 3.5% (Source: average historical rate)

- Tax rate: 24% (IRES)

- 60% debt / (debt + equity) as target capital structure

- WACC 8.9%

- Perpetual growth rate after explicit projections: 2%

- Terminal Value assumes an EBITDA margin of 6.5%

DCF Valuation
€m 2017A 2018A 2019A 2020A 2021E 2022E 2023E Perpetuity
Revenues 40.3 33.7 29.6 27.5 29.1 33.2 37.2 40.0
EBITDA 2.0 1.0 (0.9) (1.2) 0.6 1.4 2.0 2.6
Margin 5.0% 3.0% -3.1% -4.5% 2.0% 4.2% 5.4% 6.5%
EBIT 0.7 (0.5) (2.2) (1.8) (1.0) (0.3) 0.4 2.2
Margin 1.8% -1.5% -7.5% -6.6% -3.5% -0.8% 1.0% 5.5%
Taxes (0.2) 0.1 0.6 0.5 0.3 0.1 (0.1) (0.6)
NOPAT 0.5 (0.4) (1.6) (1.3) (0.7) (0.2) 0.3 1.6
D&A 1.3 1.5 13 0.6 1.6 1.7 1.7 0.4
Provisions 0.1 (0.0) 0.0 (0.3) (0.2) 0.2 0.1 0.1
Cash flow from operations 1.9 1.1 (0.3) (1.0) 0.6 1.6 2.0 21
Trade Working Capital (0.1) (2.3) (0.9) 1.8 (0.5) (1.2) (1.1) (0.2)
Other assets and liabilities (0.2) (0.1) (0.4) 0.6 0.0 0.0 0.0 0.0
Capex (0.5) (1.8) (0.2) (5.6) (1.0) (0.4) (0.4) (0.4)
Free cash flow 1.1 (3.0) (1.8) (4.2) (0.9) 0.1 0.6 1.5
WACC 8.9%
Long-term growth (G) 2.0%
Discounted Cash Flows (0.8) 0.1 0.4
Sum of Discounted Cash Flows (0.3)
Terminal Value
Discounted TV 17.4
Enterprise Value 17.0
Net Debt as of 31/12/2020 (13.2)
Equity Value 3.8
DCF - Implied multiples 2018A 2019A 2020A  2021E  2022E  2023E
EV/Revenues 0.5x 0.6x 0.6x 0.6x 0.5x 0.5x
EV/EBITDA 16.8x neg. neg. 29.9x 12.1x 8.4x
EV/EBIT neg. neg. neg. neg. neg. n.m.
P/E neg. neg. neg. neg. neg. neg.

Source: EnVent Research




Please refer to important
disclosures at the end of this
report.

Target Price

The application of our valuation model yields a target price per share of €0.45
(from €0.56 in our prior note), 5% upside on the current share price of €0.43. As a
consequence, we confirm the NEUTRAL recommendation on the stock.

Illa Price per Share €

Target Price 0.45
Current Share Price (10/06/2021) 0.43
Premium (Discount) 5%

Source: EnVent Research




Investment thesis

Company

Illa is an Italian manufacturer of non-stick aluminum cookware. llla’s products,

which also include houseware, are distributed as private labels by large retailers,

and with its own brands, llla and the recently added Giannini (well-known for its

iconic Italian Moka coffee makers), by multi-brand specialty stores.

We see several investment positives:

Superior servicing, attitude and skills

Unique product innovation, conceived for “healthy cooking” lovers
State-of-the-art manufacturing facility

Room for growth thanks to significant capacity, a key competitive advantage
in the industry

Cookware: a market driven by replacement

Increasing market share of large retailers

Strong appeal of culinary art spreads visibility of Italian lifestyle and Made in
Italy

Turnaround in progress

After lkea disengagement and redesign of sales strategy in 2019, llla is shifting

from a production model mainly settled to serve lkea to a more diversified
approach, focusing on marketing its own brands and Giannini business unit while
expanding its private label customers. A cost efficiency program is underway, to
give room on pricing of cookware to better compete with suppliers from low-cost
labor countries, in response to the declining revenue from lkea.

According to management plan of being at the forefront of technologies, llla has
implemented the production of cookware made with 100% recycled aluminum and
other eco-friendly materials.

Risks to rating and target price

Downside risks include:

Timing and effectiveness of turnaround

Price pressure caused by exacerbation of competition within the industry
Increasing penetration of low cost products and private labels

Rise in raw material costs

Promotional expenses and advertising budget payback
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issuer before publication and dissemination of this document.
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Australia. Any failure to comply with these restrictions may constitute a violation of the securities laws provided by the United
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research reports operate independently of EnVentCM Capital Market business. EnVentCM, within the Research & Analysis Division,
may collaborate with external professionals. It may, directly or indirectly, have a potential conflict of interest with the Company and,
for that reason, EnVentCM adopts organizational and procedural measures for the prevention and management of conflicts of
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llla S.p.A. (the “Issuer or the “Company”) is a corporate client of EnVent Capital Markets. This document, being paid for by a
corporate Issuer, is a Minor Non-monetary Benefit as set out in Article 12 (3) of the Commission Delegated Act (C2016) 2031.

This note is a marketing communication and not independent research. As such, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and this note is not subject to the prohibition on
dealing ahead of the dissemination of investment research.

CONFLICTS OF INTEREST

In order to disclose its possible conflicts of interest, EnVentCM states that it acts or has acted in the past 12 months as Nominated
Adviser (“Nomad”) to the subject Company on the AIM Italia market, a Multilateral Trading Facility regulated by Borsa Italiana (for
details www.enventcapitalmarkets.co.uk under “Disclaimer”, “Potential conflicts of interest”).

CONFIDENTIALITY

Neither this publication nor any portions thereof (including, without limitation, any conclusion as to values or any individual
associated with this publication or the professional associations or organizations with which they are affiliated) shall be reproduced
to third parties by any means without the prior written consent and approval from EnVentCM.

VALUATION METHODOLOGIES

EnVentCM Research & Analysis Division calculates range of values and fair values for the companies under coverage using
professional valuation methodologies, such as the discounted cash flows method (DCF), dividend discount model (DDM) and
multiple-based models (e.g. EV/Revenues, EV/EBITDA, EV/EBIT, P/E, P/BV). Alternative valuation methodologies may be used,
according to circumstances or judgement of non-adequacy of most used methods. The target price could be also influenced by
market conditions or events and corporate or share peculiarities.

STOCK RATINGS

The “OUTPERFORM”, “NEUTRAL”, AND “UNDERPERFORM” recommendations are based on the expectations within 12-month
period of date of initial rating (shown in the chart on the front page of this publication). Equity ratings and valuations are issued in
absolute terms, not relative to market performance.

Rating rationale:

OUTPERFORM: stocks are expected to have a total return of at least 20% in the mid-term;

NEUTRAL: stocks are expected to have a performance consistent with market or industry trend and appear less attractive than
Outperform rated stocks;

UNDERPERFORM: stocks are among the least attractive in a peer group;

UNDER REVIEW: target price under review, waiting for updated financial data, or other key information such as material
transactions involving share capital or financing;

SUSPENDED: no rating/target price assigned, due to material uncertainties or other issues that seriously impair our previous
investment ratings, price targets and earnings estimates;

NOT RATED: no rating or target price assigned.

The stock price indicated is the reference price on the day indicated as “Date of Price” in the table on the front page of this
publication.

DETAILS ON STOCK RECOMMENDATION AND TARGET PRICE

Date Recommendation Target Price (€) Share Price (€)
12/06/2018 OUTPERFORM 2.79 1.75
07/11/2018 NEUTRAL 1.86 1.78
05/07/2019 SUSPENDED n.a. 0.81
13/01/2020 NEUTRAL 0.82 0.70
18/06/2020 NEUTRAL 0.73 0.65
16/11/2020 NEUTRAL 0.56 0.49
10/06/2021 NEUTRAL 0.45 0.43

ENVENTCM RECOMMENDATION DISTRIBUTION (June 10", 2021)

Number of companies covered: 19 OUTPERFORM NEUTRAL UNDERPERFORM SUSPENDED UNDER REVIEW NOT RATED
Total Equity Research Coverage % 68% 26% 0% 0% 5% 0%
of which EnVentCM clients % * 100% 100% 0% 0% 100% 0%

* Note: Companies to which corporate and capital markets services were supplied in the last 12 months.
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Additional information available upon request.
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