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Q1/24: Solid start, but H2 execution critical to meet guidance

Delticom reported Q1/24 results yesterday. Gross Merchandise Vol-
ume (GMV) and top-line were +24% yoy. Regionally, EU revenues in-
creased +27% yoy, while non-EU expanded +10% yoy. We note that
the favourable top-line development was accelerated by strong sales
and pre-sales with both private as well as commercial end cus-
tomers. We believe that the relatively warm temperatures,
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comparatively minor importance for the full-year, as it typically repre-
sents the transition from the winter to summer tire business. In our 1.6 , , , ,
view, while top-line guidance may seem undemanding, the FY24 Jul-23 Oct-23 Jan-24 Apr-24
performance will be largely dependent on the winter tire business in
Q4. Given that the strong winter tire business of Q4/23 is unlikely to
repeat itself and Continental (Hold, PT: EUR74; covered by Pal Skirta)
having flagged limited visibility on tire demand, we remain on the
sidelines for now.
Risks to our rating: 1) stronger than expected sales acceleration as
online penetration expands more rapidly and 2) weaker macro
Valuation: We continue to value Delticom using a peer multiple ap-

roach (PT: EURS. 70)

undamentals (in EUR m)’ 2021 2022 2023 2024e 2025e 2026e Performance (in %)’ Tm 3m 12m
Sales 585 509 476 460 476 490 Share 65.1 477 972
EBITDA 17 15 21 19 21 23 Rel. to Prime All Share 586 347 707
EBIT 7 4 12 12 12 13

EPS adj. (EUR) 0.46 0.19 0.64 0.48 0.561 0.57 Changes in estimates (in %)’ 2024e 2025e 2026e
DPS (EUR) 0.00 0.00 0.00 0.00 0.00 0.00 Sales 00 00 00
BVPS (EUR) 2.49 2.68 3.21 3.69 4.20 4.77 EBIT 00 00 00
Net Debt incl. Provisions 51 71 48 46 42 27 EPS 4.9 -4.9 -8.9
Ratios' 2021 2022 2023 2024e  2025e  2026e

EV/EBITDA 8.6 7.0 3.9 5.1 44 35 Sponsored Research

EV/EBIT 20.7 25.0 7.0 8.0 7.9 6.0 .

P/E adj. 141 124 4.1 73 6.8 6.2 Author: Felix Dennl

Dividend yield (%) 0.0 0.0 0.0 0.0 0.0 0.0 _ _ .

EBITDA margin (%) 2.9 2.9 43 4.1 45 47 Financial Analyst Equities

EBIT margin (%) 1.2 0.8 2.4 2.6 25 2.7

Net debt/EBITDA 3.0 4.7 2.3 2.4 2.0 12 +49 69 2104-239

PBV 2.6 0.9 0.7 0.9 0.8 0.7 Felix.Dennl@metzler.com

Sources: Bloomberg, Metzler Research
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Q1/24 results: gross margin contracts, while outlook is confirmed

Delticom reported final Q1/24 yesterday. Gross Merchandise Volume and top-line
were both +24% yoy. Regionally, the EU business expanded +27% yoy, whereas
Non-EU division achieved +10% yoy. Top-line benefited from sales and pre-sales in
both private as well as commercial end customers in light of relatively warm tem-
peratures in February and March. We note that Q1 tends to be less important in re-
lation to the whole year, as it typically represents the transition from winter to sum-
mer tires. The development of the FY will be largely dependent on the winter tire
business in Q4. With the release, Delticom confirmed its FY24 guidance, which
calls for sales at EUR450-470mn and an operating EBITDA between EUR19-21mn.

Q1 sales expanded by +24% yoy to EUR96.7mn, which was driven by growth in
both the European and Non-European markets. While EU business increased to
EUR83.3mn, +27% yoy, the non-EU division's sales grew to EUR13.4mn, +10%
yoy. Delticom also benefited from strong sales and pre-sales with both private as
well as commercial end customers in light of warm temperatures in Feb. and Mar.

We are surprised that gross margin decreased to 20.5%, -50bps yoy despite lower
inventories, which were -17% yoy. Ideally, the cleaner inventory levels should have
contributed to less markdowns and thus improved pricing.

EBITDA improved to EUR0.65mn, implying a 0.67% margin, +162bps yoy.

Guidance for FY24 was confirmed. Delticom expects sales in the corridor of
EUR450-470mn and an operating EBITDA of EUR19-21mn.

Q1/24 figures for Delticom

Q1/24 Q1/23 Chg
GMV 119,2 96,2 24%
Sales 96,7 78,0 24%
Grossprofit . 26,3 .. 245 .. 7%,
Gross profit margin 22,0% 22,5% -50bps
EBITDA ] 065 . . 0,74 ...188%
EBITDA margin 0, 7% -0,9% 162bps
EBIT oo 1,59 2,94 46%
EBIT margin -1,6% -3,8% 210bps
Net income -1,4 -2,3 39%
EPS -0,10 -0,16 38%
Inventories 69,8 84,4 -17%

Source: Metzler Research
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FY24 outlook vs. consensus

As a reminder, Delticom calls for sales in the ballpark of EUR450-470mn and an
operating EBITDA between EUR19-21mn for FY24. Translating this into actual fore-
casts, Bloomberg consensus is marginally above the mid-point (EUR461.67mn),
while expecting Delticom to come in slightly below the lower end of the operating
EBITDA guidance (EUR18.76mn).

Outlook 2024

EURmMnN Low

Sales 2023 . 475,7 | 475,7 | 4757
Sales growth rep. . 54%  33% = -1,2%
Sales 2024 impl. . 450,0 @ 460,0 : 470,0
Operating EBITDA 19,0 = 200 = 21,0
Operating EBITDA margin{  4,2% = 43% @ 45%
Si & etzler Research, Bloomberg

What Delticom needs to deliver to meet FY24 guidance

After having translated Delticom's guidance into actual forecasts in the outlook
chart above, we calculate the level of Group sales and operating EBITDA required
in Q2-Q4 to deliver on the lower end of the FY24 guidance.

On top-line, this would imply EUR450mn in sales and an operating EBITDA of
EUR19mn for the full-year. Given what we have seen in Q1/24, reaching the lower
end of Delticom's FY24 guidance would require -11% yoy reported sales growth,
while operating EBITDA would need to come in at EUR18.18mn, implying a 5.1%
margin, throughout Q2-Q4.

While top-line guidance seems undemanding, we are mindful that Delticom does
not expect a comparably strong winter tire demand this year as seen in Q4/23.
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What is required in Q2-Q4 to deliver on the lower, mid and upper range of the FY24 guidance?

EURMN Q1/24 i02-04E_ irvaar Q204E  iFY24E Q204E  iFY24E

Sales i 97 | 383 | 450 363 460 373 a70
Sales growth rep. yoy : 24.0% l -11,2% -5,4% -8,6% -3,3% -8,1% -1,2%
Operating EBITDA [ o082 | 1818 | 1900 19,18 20,00 20,18 21,00
Opersting EBITDA margin % | 0,8% | 51% | 42% 5,3% 4,3% 5,4% 4,5%

Valuation

We continue to value Delticom using a peer multiple approach. Our multiple valua-
tion includes Polish tire company Oponeo, which is currently trading at a EV/EBIT-
DA for FY25 of 9.0x. In our view, a certain discount for Delticom is applicable. First,
Delticom is currently in a transition phase as it is moving toward a platform busi-
ness. Second, the company remarked that it does not expect a similarly strong
winter tire business in FY24 as seen in FY23. Third, we believe that visibility on tire
demand is currently limited, as flagged by Continental (Hold, PT EUR74; covered
by Pal Skirta), which would explain the cautious FY24 guidance. Fourth, the operat-
ing EBITDA outlook of EUR19-21mn suggests a certain degree of operational
deleverage should lower volumes materialise. Thus, we apply a 25% discount. This
drives our price target of EUR3.70.

We note that momentum at Delticom is accelerating, albeit coming from a low
base. According to our traffic analysis, which is based on Google Trends, searches
for Delticom were +10% yoy in Q1/24 yoy (vs. Q1/23: -30% yoy). While this devel-
opment is encouraging, it must be seen whether this will translate into sustainable
purchase intent given that warm temperatures in February and March spurred de-
mand for summer tires.

Delticom Google Searches (Jan 22- April 24) - Worldwide
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Our view on Delticom - structural dri- Although Delticom delivered solid earnings in Q1, we remain on the sidelines for
vers intact, but executional evidence now. Naturally, increased propensity to consume, fuelled by potential real wages
required for re-rating increases in Europe, imply upside risk to our estimates for FY24. Looking ahead

beyond FY24, as OEMs are increasingly driving omni-channel, thus allowing their
customers to buy vehicles both online and offline, this may lead to a relatively
higher share of consumers buying tires online. However, up until material evidence
of the aforementioned trends, and given the reliance on a strong Q4 to meet the
FY24 guidance, Delticom remains a 'show me' story to us.
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Key Data

Company profile

CEO: Andreas Prufer CFO: Thomas Loock Hanover, Germany
Delticom is Europe's leading online tire retailer. The company operates >300 online shops and sales platforms in >70 countries worldwide, including ReifenDirekt
and Tirendo. The customer can choose between home delivery and delivery to one of ca. 38.000 service partners worldwide.

Maijor shareholders
Prifer/Binder (50.04%)

Key figures

P&L (in EUR m) 2021 % 2022 % 2023 % 2024e % 2025e % 2026e %
Sales 585 8.2 509 -13.0 476 -6.6 460 -3.3 476 3.4 490 3.0
EBITDA 17 137 15 -12.2 21 376 19 -75 21 12.1 23 7.5
EBITDA margin (%) 2.9 5.1 29 0.9 43 473 4.1 -4.3 4.5 8.4 4.7 4.4
EBIT 7 318 4 -40.2 12 1727 12 5.8 12 -25 13 1.2
EBIT margin (%) 12 218 0.8 -31.2 24 1919 2.6 9.4 25 -5.7 2.7 8.0
Financial result -2 236 -1 50.7 -1 321 -2 -51.0 -1 495 -1 172
EBT 5 910 3 -356 10 2187 10 -03 1" 7.2 12 106
Taxes -2 564 0 1199 2 470.6 3 433 3 7.2 4 106
Tax rate (%) -37.7 n.a. 11.7 n.a. 20.9 n.a. 30.0 n.a. 30.0 n.a. 30.0 n.a.
Net income 7 -0.8 3 -58.7 8 1854 7 -11.8 8 7.2 8 10.6
Minority interests 0 -53.7 0 -100.0 0 n.a. 0 n.a. 0 n.a. 0 n.a.
Net Income after minorities 7 0.2 3 -583 8 185.4 7 -11.8 8 7.2 8 106
Number of shares outstanding (m) 15 18.6 15 0.0 15 0.0 15 0.0 15 0.0 15 0.0
EPS adj. (EUR) 046 -155 0.19 -58.3 0.64 1854 048 -11.8 0.51 7.2 057 106
DPS (EUR) 0.00 n.a. 0.00 n.a. 0.00 n.a. 0.00 n.a. 0.00 n.a. 0.00 n.a.
Dividend yield (%) 0.0 n.a. 0.0 n.a. 0.0 n.a. 0.0 n.a. 0.0 n.a. 0.0 n.a.
Cash Flow (in EUR m) 2021 % 2022 % 2023 % 2024e % 2025e % 2026e %
Gross Cash Flow 18 49.7 13 -27.2 22 66.9 14 -3b.7 17 223 18 6.4
Increase in working capital 1 n.a. 19 n.a. -1 n.a. 8 n.a. 10 n.a. 0 n.a.
Capital expenditures 0 -753 3 568.6 6 1152 3 -425 3 3.4 3 3.0
D+A/Capex (%) 2579.4 n.a. 414.4 n.a. 162.9 n.a. 214.3 n.a. 285.7 n.a. 285.7 n.a.
Free cash flow (Metzler definition) 17 -51.8 -8 -149.1 27 438.1 3 -90.7 4 474 15 287.2
Free cash flow yield (%) 17.4 n.a. -23.2 n.a. 83.8 n.a. 4.9 n.a. 7.2 n.a. 27.9 n.a.
Dividend paid 0 n.a. 0 n.a. 0 n.a. 0 n.a. 0 n.a. 0 n.a.
Free cash flow (post dividend) 16 -5b.6 -8 -163.6 27 415.9 3 -904 4 474 15 287.2
Balance sheet (in EUR m) 2021 % 2022 % 2023 % 2024e % 2025e % 2026e %
Assets 217 8.9 195 -10.2 192 -1.9 151 -214 153 1.3 155 1.8
Goodwill 0 n.a. 0 n.a. 0 n.a. 0 n.a. 0 n.a. 0 n.a.
Shareholders' equity 38 156.6 40 4.4 48  20.1 55 149 62 139 71 135
Equity/total assets (%) 17.5 n.a. 20.3 n.a. 24.9 n.a. 36.3 n.a. 40.9 n.a. 45.6 n.a.
Net Debt incl. Provisions b1 -42.1 71 377 48 -31.6 46 -3 42 -8.2 27 -345
thereof pension provisions 0 n.a. 0 n.a. 0 n.a. 0 n.a. 0 n.a. 0 n.a.
Gearing (%) 134.9 n.a. 177.9 n.a. 101.4 n.a. 83.6 n.a. 67.4 n.a. 38.9 n.a.
Net debt/EBITDA 3.0 n.a. 4.7 n.a. 2.3 n.a. 2.4 n.a. 2.0 n.a. 1.2 n.a.

ESG discussion

CO2 emissions caused by the transport of tires to the customers are signifi-
cant. Delticom will further optimize its distribution with a focus on minimizing
the mileage driven. In the long term, we expect a significant improvement in
the environmental footprint of the Group due to the generally lower tailpipe
and tire-related emissions as a result of the e-mobility transition, tighter regula-
tion and further environmental advancements on the tire manufacturers' side.

Sources: Bloomberg, Metzler Research

Information for professional clients and eligible counterparties — not to be passed on to private clients 6



METZLER

Capital Markets

Disclosures

Recommendation history Recommendations for each financial instrument or issuer - mentioned in this docu-
ment - published by Metzler in the past twelve months

Date of dissemi- Metzler recommendation * Current price ** Price target * Author ***
nation Previous Current
Issuer/Financial Instrument (ISIN): Continental (DE0005439004)
26.02.2024  Hold Hold 74.36 EUR 74.00 EUR Skirta, Pal
07.12.2023  Hold Hold 73.28 EUR 74.00 EUR Skirta, Pal
24.07.2023  Sell Hold 72.26 EUR 73.60 EUR Skirta, Pal
Issuer/Financial Instrument (ISIN): Delticom (DE0005146807)
22.04.2024  Hold Hold 2.58 EUR 3.90 EUR Dennl, Felix
16.11.2023 Hold Hold 2.18 EUR 2.50 EUR Skirta, Pal
14.08.2023 Hold Hold 2.10 EUR 2.50 EUR Skirta, Pal
02.06.2023  Hold Hold 1.80 EUR 2.50 EUR Pieper, Jurgen

*

Effective until the price target and/or investment recommendation is updated
(FI/FX recommendations are valid solely at the time of publication)

XETRA trading price at the close of the previous day unless stated otherwise
herein

All authors are financial analysts

*%

*%%

Delticom

13 . Metzler, a company affiliated with Metzler and/or a person that has
worked on compiling this report has reached an agreement with the is-
suer relating to the production of investment recommendations.

Compiled: May 14, 2024 08:13 AM CEST
Initial release: May 14, 2024 08:13 AM CEST
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Disclaimer

This document has been prepared by B. Metzler seel. Sohn & Co. AG (Metzler) and is addressed exclusively to eligible counterparties and professional clients. It is thus not
suitable for retail clients.

This document is based on information which is generally available and which Metzler believes to be fundamentally reliable. Metzler has not verified the accuracy or com-
pleteness of the information, however, and thus provides no warranty or representation in respect of the accuracy or completeness of the information, opinions, estimates,
recommendations and forecasts contained in this document. Neither Metzler nor any of its shareholders or employees are liable for damage or any other disadvantage suf-
fered due to inaccurate or incomplete information, opinions, estimates, recommendations or forecasts as a result of the distribution or use of or in connection to this docu-
ment.

This document does not constitute or form part of any offer to buy or solicitation of any offer to buy securities, other financial instruments or other investment instruments.
Neither does it take account of the particular investment objectives, financial situation or needs of individual recipients nor does it constitute personal investment advice.
Metzler does not act as investment advisor or portfolio manager in preparing and publishing this document. Recipients must make their own investment decisions in accor-
dance with their specific financial situation and investment objectives, based on independent processes and analyses, taking sales or other prospectuses, information memo-
randa and other investor information into account, and consult with an independent financial advisor where necessary. Recipients should note that any information regarding
past performance should not be relied upon as an indication of future performance and should therefore not form the basis of any decision whether or not to invest in any fi-
nancial instruments.

The information, opinions, estimates, recommendations and forecasts contained in this document reflect the personal views of the author at the time of publication on the fi-
nancial instruments or issuers that form the subject of this document and do not necessarily reflect the opinions of Metzler, the issuer or third parties. They may also be sub-
ject to change on account of future events and developments. Metzler has no obligation to amend, supplement or update this document or to otherwise notify recipients in
the event that any information, opinions, estimates, recommendations or forecasts stated herein should change or subsequently become inaccurate, incomplete or mislead-
ing. The model calculations contained in this document, if any, are examples showing the possible performance and are based on various assumptions (e.g. regarding earn-
ings and volatility). The actual performance may be higher or lower, depending on market trends and on the correctness of assumptions underlying the model calculations.
Accordingly, actual performance cannot be guaranteed, warranted or assured.

Recipients should assume that (a) Metzler is entitled to acquire orders for investment banking, securities or other services from or with companies which form the subject of
research publications and that (b) analysts who were involved in preparing research publications may, within the scope of regulatory laws, be indirectly involved in the acqui-
sition of such orders.

Metzler and its employees may hold positions in securities of the companies analysed or in other investment objects or may conduct transactions with such securities or in-
vestment objects.

This document is provided for information purposes only and may not be copied, duplicated, forwarded to third parties or otherwise published, in whole or in part, without
Metzler's written consent. Metzler reserves all copyrights and rights of use, including those relating to electronic media. Insofar as Metzler provides hyperlinks to websites of
the companies cited in research publications, this does not mean that Metzler confirms, recommends or warrants any data contained on the linked sites or data which can be
accessed from such sites. Metzler accepts no liability for links or data, nor for any consequences which may arise as a result of following the links and/or using the data.

This document is subject to the laws of the Federal Republic of Germany. Venue of jurisdiction for any disputes shall be Frankfurt am Main, Germany.
By accepting this document the recipient declares his/her agreement with the above provisions.

Information in accordance with Regulation (EU) No. 596/2014, Delegated Regulation (EU) No. 2016/958 and section 85 (1) of the German Securities Trading Act (Wertpapier-
handelsgesetz)

Persons responsible for this document

The company responsible for preparing this document is B. Metzler seel. Sohn & Co. AG, Untermainanlage 1, 60329 Frankfurt am Main, Germany, which is subject to supervi-
sion by the German Federal Financial Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht; BaFin), Marie-Curie-StraRe 24-28, 60439 Frankfurt/Main, Ger-
many, and by the European Central Bank (ECB), SonnemannstraBe 20, 60314 Frankfurt/Main, Germany.

Key information sources

The sources of information referred to when preparing research publications include publications by national and international media, the European Central Bank and other
public authorities, information services (such as Reuters and Bloomberg), the financial press, published statistics, information published by rating agencies, annual reports
and other information provided by the issuers.

Valuation criteria and methods

Valuations are based on standard and acknowledged methods of fundamental and technical analysis (e.g. DCF model, peer-group analysis, sum-of-the-parts model, relative-
value analysis). The valuation models are affected by macro-economic values such as interest rates, exchange rates, commodities prices and economic performance, as well
as by market sentiments. Detailed information on the valuation principles and methods used by Metzler and the assumptions on which they are based is available at:
www.metzler.com/disclaimer-capital-markets-en.

Sensitivity of valuation parameters; risks

The figures on which the company valuations are based are date-specific estimates and thus carry inherent risks. They may be adjusted at any time without prior notice.
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Irrespective of the valuation principles and methods used and the assumptions on which they are based, there is always a risk that a particular price target is not achieved or
that the assumptions and forecasts prove inaccurate. This can, for instance, be the result of unexpected changes in demand, management, technology, economic or political
developments, interest rates, costs, the competitive situation, the legal situation and other factors. Investments in foreign markets and instruments are subject to additional
risks, as a result of changes in exchange rates or in the economic, political or social situation, for instance. This outline of risks makes no claim to be exhaustive.

Definition of categories for investment recommendations

The categories for investment recommendations in research publications by Metzler have the following meanings:

Shares:

BUY The price of the analysed financial instrument is expected to rise in the next 12 months.

HOLD The price of the analysed financial instrument is expected to largely remain stable in the next 12 months.

SELL The price of the analysed financial instrument is expected to fall in the next 12 months.

Bonds:

BUY The analysed financial instrument is expected to perform better than similar financial instruments.

HOLD The analysed financial instrument is not expected to perform significantly better or worse than similar financial instruments.
SELL The analysed financial instrument is expected to perform worse than similar financial instruments.

Summary of investment recommendations

A list of all investment recommendations for each financial instrument or issuer published by Metzler in the past twelve months can be found at www.metzler.com/disclaimer-
capital-markets-en.

wou

The quarterly quotation of the number of all investment recommendations given as “buy”, “hold”, “sell” or similar for the past 12 months as a proportion of the total number
of investment recommendations made by Metzler and the quotation of the proportion of these categories relating to issuers to whom Metzler has provided services within the
meaning of Annex | sections A and B of Regulation 2014/65/EU within the past 12 months can be accessed and downloaded at www.metzler.com/disclaimer-capital-markets-
en.

Planned updates of this document

This document reflects the opinion of the respective author at the time of its preparation. Any changes of factors can cause information, opinions, estimates, recommenda-
tions and forecasts contained in this document to cease to be accurate. No decision has as yet been taken as to whether, and if so when, this document will be updated. If an
investment recommendation is updated, the updated investment recommendation replaces the previous investment recommendation upon publication.

Compliance arrangements; conflicts of interest

All analysts are bound by Metzler's internal compliance regulations which ensure that the research publications are prepared in accordance with statutory and regulatory pro-
visions. The analysts are classified as working in a confidential sector and are thus required to observe the resulting statutory and regulatory provisions. This is monitored on a
regular basis by the Compliance department and external auditors. The Compliance department ensures that potential conflicts of interest do not affect the original result of
the analysis. Metzler has a hinding Conflicts of Interest Policy in place which ensures that relevant conflicts of interest within Metzler, the Metzler Group, the analysts and
staff of Metzler's Capital Markets division and persons associated with them are avoided or, if they cannot be avoided, are appropriately identified, managed, disclosed and
monitored. A detailed description of Metzler's policy for avoiding conflicts of interest is available at www.metzler.com/disclaimer-capital-markets-en.

Details of the conflicts of interests to be disclosed under regulatory requirements are published at www.metzler.com/disclosures-en.

Remuneration

The remuneration of the Metzler staff members and other persons involved in preparing this document is in no way, either in whole or in any variable part, directly or material-
ly linked to transactions in securities services or other transactions processed by Metzler.

Prices

All prices for financial instruments stated in this document are, unless otherwise stated, closing prices for the trading day preceding the respective stated publication date on
the market which we regard as the most liquid market for the respective financial instrument.

Scope of application

This document was prepared in the Federal Republic of Germany in line with the legal provisions valid there. It may therefore be possible that this document does not comply
with all provisions relating to the preparation of such documents in other countries.
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