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EU Tech Update: IDR, WLN, IFX to Neutral; raise PT on STM, TEMN

Downgrade Infineon, Indra and Worldline post outperformance
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We raise our estimates for Temenos and continue to forecast robust
rowth — 11% revenue CAGR and 18% EPS (2016-21E). As a result, we raise COVERAGE VIEWS:
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our 12-month price target to CHF96. We believe Temenos remains well IT SERVICES: NEUTRAL
.. . . ] SEMICONDUCTORS: NEUTRAL
positioned to capture increased bank IT spending to 3™ party software COMMUNICATIONS TECHNOLOGY: NEUTRAL

vendors as banks look to digitize while lowering absolute costs. Valuation
at 1.8x CY18E PEG appears full in our view and thus we remain Neutral on
the shares. We raise our STM 12-month price targets to €16.3 (ADR $19.5)
from €14.1 (ADR $16.0) driven by a higher target multiple and estimates.
We raise our price target multiple to 9.0x 2018E EV/EBITDA (from 7.0x),
given an improved margin profile vs. its history. STM has traded at ¢.7x 1-
year-forward EBITDA, with only lower single digit EBIT margins vs ¢.9.6%
margins in 2Q17 (GSe 2018E EBIT margins at c.12%). We slightly lower our
12-month price targets for NOK and ERIC to adjust for FX.

Stock picks: SAP, Sage, Capgemini, Wirecard (all Buy, on CL)

We reiterate our Buy ratings on SAP, Sage, Capgemini and Wirecard (all
are on the Conviction List) given a combination of structural and product
cycle related growth or strategic appeal. We are also Buy rated on Nokia,
Ericsson, ASML, Dassault Systemes, Simcorp and EVRY. We reiterate our
Sell ratings on Ingenico and Software AG, both of which we view as
structurally challenged and valuation remains uncompelling given
lacklustre earnings growth.
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Exhibit 1: Upside/downside to revised 12-month price targets (based on 2018E valuation)
Based on close of September 12, 2017 close
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Source: DataStream, Goldman Sachs Global Investment Research.
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Indra (IDR.MC): Near-term valuation reflects first leg of self-help
story; down to Neutral post outperformance

Investment Profile

Low High
Growth Growth
Returns * Returns *
Multiple O Multiple
Volatility Volatility
Percentile 20th  40th 60th 80th 100th

M indra (IDR.MC)

O Europe Technology Peer Group Average

* Returns = Return on Capital For a complete description of the investment
profile measures please refer to the
disclosure section of this document.

Key data Current
Price (€) 13.08
12 month price target (€) 14.50
Upside/(downside) (%) 1
Market cap (€ mn) 2,622.7
Enterprise value (€ mn) 2,981.6
12/16 12/17E 12/18E 12/19E

Revenue (€ mn) New 2,709.3 3,036.3 3,219.2 3,321.4
Revenue revision (%) 0.0 0.0 0.0 0.0
EBIT (€ mn) New 161.5 2325 304.5 330.7
EBIT revision (%) 0.0 (1.1) (0.5) 0.0
EPS (€) New 0.38 0.56 0.90 1.07
EPS (€) Old 0.38 0.57 0.92 1.08
EV/EBITDA (X) 10.1 10.0 8.0 7.3
P/E (X) 26.6 23.2 14.5 12.2
Dividend yield (%) 0.0 2.0 3.2 3.8
FCF yield (%) 12.4 5.3 9.4 11.2
CROCI (%) 11.8 11.3 13.8 15.8

Price performance chart
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Absolute 1.6 10.8 1.1
Rel. to FTSE World Europe (EUR) 2.9 8.3 (0.6)

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 9/12/2017 close.

What happened

We downgrade Indra to Neutral from Buy following share price
outperformance which in our view was due to consistent execution on
margin improvement (especially on an LTM basis). Our fundamental
thesis on Indra is unchanged, however, as we see it as a self-help story
poised for a potential turnaround, with a management team focused on
operational efficiency. We update our estimates for FX, and our price
target falls modestly to €14.5. With c.11% upside potential we see
greater upside elsewhere in our coverage. Since being added to the Buy
List on January 21, 2016, the shares are up 57% vs. the FTSE World
Europe index up 17%.

Current view

While lower levels of activity in the Transport division in 1H remains a
structural concern, we believe organizational changes and repositioning
of this business should drive stabilization. On the other hand, one-off
headwinds (loss of the Vodafone contract in Spain in 3Q16 and
seasonality of the elections business) should fade into 2H and a strong
pipeline in the elections business should underpin growth
reacceleration and margin expansion given its high visibility and
structurally higher profitability. While there could be upside risks to our
medium-term forecasts driven by synergies from the Tecnocom
acquisition, we believe that near-term valuation reflects this and thus
see more limited upside relative to the rest of our coverage. Hence, our
downgrade to Neutral. We also continue to see upside risks to our
medium-term margin forecasts driven by scale benefits in the IT
services business (aided by Tecnocom integration) and operating
leverage in the T&D (Transport & Defence) segment. We believe Indra’s
CMD (post 3Q results) where management is likely to provide new
medium-term targets remains a key catalyst for the shares. On our
modestly lower estimates, our 12-month price target falls to €14.5 (from
€15), and is based on 15x CY18E PF EPS. Key risks: Higher-than-
expected cash charges/asset write-downs; higher than expected
synergies from the recent acquisitions like Tecnocom, execution risks
associated with M&A; worse than expected WC/debt management;
greater resilience in end markets like Europe and LATAM; better than
expected execution of the cost optimization plan resulting in better than
expected margin improvement, better or worse macro backdrop.

Source: Company data, Goldman Sachs Global Investment Research, FactSet.
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Worldline (WLN.PA): Down to Neutral following outperformance

Investment Profile

Low High
Growth Growth
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Multiple Multiple
Volatility Volatility
Percentile 20th  40th 60th 80th 100th

B worldline (WLN.PA)

O Europe Technology Peer Group Average

* Returns = Return on Capital For a complete description of the investment

profile measures please refer to the

disclosure section of this document.

Key data Current
Price (€) 34.43
12 month price target (€) 39.00
Upside/(downside) (%) 13
Market cap (€ mn) 4,580.2
Enterprise value (€ mn) 4,553.9

12/16 12/17E 12/18E 12/19E
Revenue (€ mn) New 1,309.2 1,585.3 1,672.8 1,788.8
Revenue revision (%) 0.0 (0.1) (0.2) (0.2)
EBIT (€ mn) New 210.0 186.7 256.0 290.3
EBIT revision (%) 0.0 (0.2) (0.3) (0.3)
EPS (€) New 1.09 0.86 1.18 1.45
EPS (€) Old 1.09 0.86 1.18 1.44
EV/EBITDA (X) 14.4 15.0 1.7 12.1
P/E (X) 228 40.2 29.2 23.7
Dividend yield (%) 0.0 0.6 0.9 1.1
FCF yield (%) 4.1 3.6 4.6 4.9
CROCI (%) 16.3 17.3 19.9 16.5

Price performance chart
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Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 9/12/2017 close.

What happened

We downgrade Worldline to Neutral from Buy following
outperformance YTD, given continued evidence of execution around
topline growth. Our fundamental view on the company is unchanged as
we believe Worldline should benefit from secular and structural drivers
in the European market with its broad portfolio offering, while also
actively participating in market consolidation utilizing its strong balance
sheet. Our estimates change modestly to reflect the updated valuation
of its remaining stake (36.5%) in Equens, which Worldline indicated it
would most likely purchase by 2019, while our 12 month price target is
unchanged at €39. We believe the next key catalyst for the shares will
be the Analyst Day in Paris on October 3 where we believe the company
might indicate it is more likely to grow towards the upper end of its 5%-
7% mid-term organic revenue growth targets given improved execution
as well as positive tailwinds from an attractive industry backdrop and
regulations such as PSD2 positively impacting the higher margin
financial processing business. Given our raised estimates (as discussed
in “Revenue growth acceleration ahead + M&A optionality; reiterate
Buy”, August 1, 2017) and the valuation re-rating of the shares - now
trading at c.12x EV/EBITDA and 19x EV/FCF CY18) vs. 11x and 19x,
respectively, for US payment processors) - we see less scope for the
shares to outperform. Since adding to the Buy List on January 19,
2017, the shares are +35% vs. +5.1% for the FTSE World Europe and
¢.+20% for our European tech coverage (unweighted).

Current view

We expect Worldline’s organic growth to demonstrate acceleration in
2H17 (7% vs. 2% in 1H17) as contract-specific headwinds abate.
Furthermore we believe the market backdrop is favourable in payments
in merchant acquiring given the strong GDP and consumer growth in
continental Europe and in issuer processing as banks outsource payment
processing to 3™ party vendors as they face rising costs and the need to be
PSD2 compliant. The key upside risk beyond organic growth acceleration
remains M&A where we expect Worldline to play an active role in
consolidating both issuer processing as well as the merchant acquiring
market in Europe. However we also note a competitive backdrop with
private equity competing for targets that Worldline may be evaluating
while we believe that it has significant balance sheet firepower — we
forecast FY17 end net cash of €673mn with additional scope to lever up
given its target of 1.5x-2.5x net debt/EBITDA. We also see some scope for
upside from the synergies associated with the Equens acquisition which
have already exceeded plan. Our 12-month price target remains €39, based
on 13.5x 2018E PF EV/EBITDA (ex-minorities). Key up and downside risks to
our view and price target include: A fragmented competitive landscape and
disruption from new entrants; availability of accretive M&A; M&A
integration risks, potential risks from regulatory changes like PSD2
(potential positive) and interchange regulation (potential headwinds); risks
around contract renewals; pricing pressure around the negotiation of
outsourcing contracts competition; maintaining a specialized focus.

Source: Company data, Goldman Sachs Global Investment Research, FactSet.
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Infineon (IFXGn.DE): Remain positive on structural growth trends;
down to Neutral on outperformance

Investment Profile

Low High
Growth Growth
Returns * Returns *
Multiple Multiple
Volatility Volatility
Percentile 20th  40th 60th 80th 100th

M infineon (IFXGn.DE)

O Europe Technology Peer Group Average

* Returns = Return on Capital For a complete description of the investment

profile measures please refer to the
disclosure section of this document.

Key data Current
Price (€) 20.48
12 month price target (€) 21.30
Upside/(downside) (%) 4
Market cap (€ mn) 23,004.2
Enterprise value (€ mn) 23,052.3

9/16 9/17E 9/18E 9/19E
Revenue (€ mn) New 6,474.0 7,081.6 7,615.0 8,180.0
Revenue revision (%) 0.0 0.0 0.0 0.0
EBIT (€ mn) New 762.0 1,003.6 1,155.1 1,327.6
EBIT revision (%) 0.0 0.0 0.0 0.0
EPS (€) New 0.66 0.75 0.87 1.01
EPS (€) Old 0.66 0.75 0.87 1.01
EV/EBITDA (X) 9.1 12.7 11.3 10.4
P/E (X) 19.4 27.2 234 20.3
Dividend yield (%) 1.6 1.1 1.3 1.3
FCF yield (%) 3.2 3.6 5.3 3.8
CROCI (%) 121 12.9 12.8 12.8

Price performance chart
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Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 9/13/2017 close.

What happened

We retain our structural positive view on Infineon given exposure to
dynamic growth areas like Electric Vehicles and Autonomous Driving,
but downgrade to Neutral from Buy following ¢.20% outperformance
vs. EU Tech Hardware since May, and in the context of relative
up/downside potential within our EU Tech coverage (upper 4th quartile
upside/downside positioning). Stock outperformance, in our view, was
driven by a solid “beat and raise” 2Q print from global semi peers (e.g.
ADI, TXN, APH) despite some market fears around peaking of the US
SAAR. We also note continued positive data points on EVs e.g. the
Volkswagen announcement of plans to launch ¢.80 EV models by 2030
(from prior plan of 30 models) and on ADAS e.g. the Tesla Model 3
becoming equipped with autopilot as a standard feature. Since adding
to the Buy List on May 15, 2017, the shares are +7.6% vs. the FTSE
World Europe -3.5%.

Current view

We continue to see IFX as an enabler of autonomous driving and
Electric Vehicles and forecast that both these trends will drive ¢.55% of
Auto segment revenue growth in the next 5 years. We also remain
positive on margin expansion potential driven by cost benefits from the
ongoing transition to the 300mm fab. That said, the latest semi cycle
data points were somewhat less positive vs. at the time of our Buy
upgrade. Analog semi shipments are currently trending ¢.8% above the
long-term trend line (vs. ¢.3% at the start of 1Q17). We also note Auto
supplier inventory is now ¢.13% above historical average (vs. ¢.1% in
May) while Industrial inventory is ¢.20% above historical average (vs.
¢.12% in May). That said, as detailed in our report, Improving Autos
trends, technological edge, M&A value; up to Buy (May 15, 2017), we
continue to see IFX as a strategic asset given its unique technology
offering (i.e. 300mm), a valuable customer base (top 8 out of 10 EVs
embed IFX power semis) and potential for cost synergies in an M&A
scenario (via product crossover). Hence, we retain a 30% M&A
weighting in our valuation methodology. Our revenue/EBIT estimates
for 2017-21 are unchanged and we maintain our 12-month price target
at €12.3 based on a core valuation multiple at 8.5x 2018E EV/EBITDA
(implying a core valuation of €17/share) and an M&A component (30%,
based on 16.0x 2018E EV/EBITDA, the median of semis M&A
transactions since 2011). Key risks to our view include a
weaker/stronger auto/industrials end markets (IFX has c40% exposure
to Autos and there could be potential risks from slowdown in the US
SAAR growth), semi cycle dynamics (mean reversion risks given IFX’s
cyclical characteristics) and better/worse macro growth (given
Infineon’s revenues have a strong correlation with global GDP growth).

Source: Company data, Goldman Sachs Global Investment Research, FactSet.
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Other estimate and price target changes

Temenos (Neutral, 12-month price target SFr96)

We remain Neutral-rated on Temenos, as we balance a premium valuation against the
structural growth opportunity and the strategic value of the company’s products. We
continue to believe that bank IT spending will shift in favour of 3rd party software vendors
like Temenos driven by a confluence of factors: cost cutting, digitization, and
modernisation of legacy platforms. We raise our underlying estimates for licenses growth
given ongoing strength in the marketplace, which would lead to faster license growth and
greater operating leverage, resulting in sustained strong EPS growth. Our revised revenue,
adjusted EBIT and adjusted EPS estimates are 3%-15% ahead of Bloomberg consensus
over 2017-20. All in, our organic CAGR forecast is 11% over FY16-21 (2x the market) and we
forecast an EBIT margin of ¢.36.1% in 2021. We also update our estimates for FX. While we
believe Temenos remains one of the best-positioned vendors in the core banking software
market, the stock trades at a near-peak valuation relative to its history: ¢.33.5x 2-year
forward P/E, a ¢.80% premium to its last 10-year mean. To justify this premium, we believe
Temenos would need to demonstrate continued strong execution, especially in light of the
relatively tough comps in the next few quarters. Based on our reverse DCF analysis, the
current share price discounts c.10% growth in operating margins over the medium term
(36.1% margins by 2021), which is broadly in line with our estimate of c.11% organic top-
line growth (Exhibit 3). On our higher estimates our new 12-month price target is SFr96 (up
from SFr90), derived by assigning an 85% weighting to our core P/E-based valuation of
SFr96/sh (30.5x 2018E PF EPS) and a 15% weighting to our M&A valuation of SFr98/sh (8.5x
2018E EV/sales, based on historical sector transactions). Key risks to our view and price
target: Quarterly volatility around deal closure could result in better/lower than expected
growth; dependence on the ramp-up in IT services partnerships; Integration risks
associated with M&A; Higher than expected synergies from recent acquisitions such as
Rubik.

Exhibit 2: Temenos: Changes to estimates
US$mn, except per share

Year to December 2017E 2017E % Chg. 2018E 2018E % Chg. 2019E 2019E % Chg. 2020E 2020E % Chg. 2021E 2021E % Chg.
OoLD NEW OoLD NEW OLD NEW OLD NEW OLD NEW

License Revenue 241 253 5% 277 300 9% 309 333 8% 343 370 8% 377 407 8%

YIY growth 18% 23% 15% 19% 12% 1% 1% 1% 10% 10%

Y/Y growth, org. ex-fx 16.4% 21.4% 13.0% 16.5% 11.5% 11.0% 11.0% 11.0% 10.0% 10.0%

Total Revenue 719 731 2% 811 841 4% 888 924 4% 972 1014 4% 1061 1111 5%

Y/Y growth 13% 15% . 13% 15% 10% 10% 9% 10% 9% 10%

YIY growth, org. ex-fx 10.5% 12.0% 10.1% 11.6% 9.5% 9.8% 94%  9.8% 92%  9.5%

Adjusted EBIT 220 227 3% 263 281 7% 298 317 7% 337 359 7% 377 401 6%

Adjusted EBIT margin 30.6% 31.1% 32.4% 33.4% 33.5% 34.3% 34.7% 35.4% 35.5% 36.1%

Y/Y growth 16% 20% 19% 24% 13% 13% 13% 13% 12% 12%

Proforma EPS 242 2.50 4% 292 3.13 7% 3.43 3.66 7% 3.96 4.23 7% 4.51 4.81 7%

YIY growth 13% 17% 21% 25% 17% 17% 16% 16% 14% 14%

Reported EPS (IFRS, Diluted) 1.84 1.93 5% 251 272 8% 3.00 3.24 8% 3.53 3.80 8% 4.08 4.38 7%

YIY growth 1% 16% 36% 41% 20% 19% 18% 17% 15% 15%

FCF 194 200 3% 242 258 7% 281 299 6% 321 341 6% 359 383 7%

Y/Y growth 6% 9% 25% 29% 16% 16% 14% 14% 12% 12%

Source: Goldman Sachs Global Investment Research.
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Exhibit 3: Current share price discounts ¢.10% top-line growth with operating leverage over the longer term
Reverse DCF analysis

Year to December, USD mn 2012 2013 2014 2015 2016 2017E  2018E  2019E 2020E  2021E  2022E 2023E  2024E  2025E  2026E  2027E
Adjusted EBITA 86 113 128 157 190 227 270 306 348 391 431 476 525 579 638 704
Tax -1 -8 -8 -1 -10 -32 -38 -43 -49 -55 -60 -67 -73 -81 -89 -99
After-tax EBITA 76 105 119 146 179 196 232 263 299 336 371 409 451 498 549 606
D&A 32 35 43 45 47 59 65 7 79 87 96 105 116 128 141 156
Chg. In working capital 8) 10 (3) 18 2 15 16 18 20 22 24 26 29 32 35 39
Capex (51) (50) (53) (55) (56) (73) (81) (89) (98) (108) (119) (132) (145) (160) (177) (195)
Non-cash SBC 0 0 0 12 26 26 26 26 26 26 26 26 26 26 26 26
Other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Free Cash Flow 49 99 105 154 173 196 232 263 299 336 371 409 451 498 549 606
Discount Calculator - 1 2 3 4 5 6 7 8 9
Discount Factor 100% 92% 84% 77% 71% 65% 59% 54% 50% 46%
Discounted Cash Flow 232 241 251 259 262 265 268 271 274 277
Control Panel: Valuation: Current Price - Valuation:
Current Price CHF98.3 Sum of DCFs 2,601 Price CHF98
Current Year 2018 Terminal Value 9,979 Market Cap 7,031
Perpetuity Growth 3.0% Discounted TV 4,569 Ent. Value 7,209
Risk free rate (%) 1.5% 17 FCF Yield 2.8%
Spread over Rf (%) 3.0% Firm Value/EV 7,170 18 FCF Yield 3.3%
Tax Rate (%) 14.0% Cash (178) 17 PIE 39.3
Risk Premium (%) 7.0% Equity Value 6,992 18 PIE 314
Beta (X) 1.10
Terminal Multiple 16.5 Shares outst. 71.5 At DCF Price - Valuation:

Price CHF98
Market Cap. 7,031 % mix  |Fair value (CHF) 98| Market Cap 6,992
Net Cash/(Net Debt) (178) 98% Fair value (USD) $98 Ent. Value 7,170
Enterprise Value 7,209 2% USD CHF Rate 1.00 17 FCF Yield 2.8%

18 FCF Yield 3.3%
Cost of Equity 9.2% Value Mix 17 PIE 39.1
Cost of Debt 3.9% Sum of DCFs 37% 18 PIE 31.2
WACC 9.1% Terminal Value 65%

Cash -3%

DCF Assumptions 2012 2013 2014 2015 2016 2017E  2018E  2019E 2020E  2021E  2022E 2023E  2024E  2025E  2026E  2027E
Sales 450 468 469 559 635 731 807 890 982 1,083 1,194 1,317 1,453 1,603 1,768 1,950
YoY Growth 4% 0% 19% 14% 15% 10.3%  10.3% 10.3%  10.3% 10.3% 103% 10.3% 10.3% 10.3% 10.3%
Adjusted EBITA 86 113 128 157 190 227 270 306 348 391 431 476 525 579 638 704
Margin 19.2% 241% 27.3% 281% 299% 31.1% 334%  343% 354%  36.1%  36.1% 36.1% 36.1% 36.1% 36.1% 36.1%
D&A as % of sales 7% 7% 9% 8% 7% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8% 8%
Working Capital as % of sales -2% 2% -1% 3% 0% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
Capex as % of sales 11% 1% 1% 10% 9% 10% 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%
Tax rate 12.4% 7.0% 6.6% 6.9% 55% 14.0% 14.0% 14.0% 14.0%  14.0% 14.0% 140% 14.0% 14.0% 14.0% 14.0%
D&A 323 347 42.8 45.2 47.2 58.5 64.5 71.2 78.5 86.6 95.5 105.4 116.2 128.2 141.4 156.0

Source: Company data, Goldman Sachs Global Investment Research.

STMicroelectronics (Neutral, 12m price target €16.3/ADR $19.5)

We raise our 2017/18 revenue estimates by 0%/2% and EBIT estimates by 1%/4%, to reflect
our higher estimates in the “Others” segment, which includes sales from 3D sensors (i.e.
Time-of-Flight (ToF) sensors), alongside raised margin assumptions. We note that the new
iPhone 8 and 8 plus models will have 1/2 ToF sensors in their cameras respectively, a
market segment where STM has gained solid traction in recent quarters (along with
winning the ToF slot in the previous iPhone model). Additionally, we also expect margin
expansion at a group level (GSe c.12% EBIT margins in 2018E vs. ¢.4% margins in 2016)
from the restructuring of the STB business.

We raise our price target multiple to 9.0x 2018E EV/EBITDA (from 7.0x), given an improved
margin profile vs. its history. STMicro has traded at 7.0x 1-year-forward EBITDA, with only
lower single digit EBIT margins vs. ¢.9.6% margins in 2Q17. Our 12-month price target
increases to €16.3 (ADR $19.5) from €14.1 (ADR $16.0) as a result of a higher multiple and
estimates. We remain Neutral-rated given mid fourth-quartile upside vs. our coverage and
note that global analog shipments are currently trending ¢.8% above long-term demand.
Key risks to our view and price target include market share gains/losses, industrial/auto
trends, semi cycle dynamics.
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Nokia (Buy, 12m price target €6.2/ ADR $7.4)

We adjust our 2017-21 estimates to reflect recent moves in FX (strengthening of the € vs
USS$) and some wireless project delays in 2H (which will negatively impact top line in 2H).
The € has appreciated ¢.2% vs. US$ post 2Q update and as such we lower 2017-21 group
revenue estimates by c.1% and group adj. EBIT estimates by ¢.2%-3%, noting ¢.50%/c.40%
USD revenue/cost exposure. Our underlying investment thesis on Nokia is unchanged. On
our new estimates, our 12m price targets fall to €6.2/ADR $7.40 (from €6.4/ ADR $7.20),
based on a SOTP, with Networks valued on 7.5x 2018E EV/EBITDA (unchanged) and
patents on a DCF. We remain Buy rated on Nokia given ¢.22% upside potential, implying
first-quartile upside/downside positioning vs. our EU Tech coverage. Key downside risks to
our view and price target include worse-than-expected wireless capex, integration risk and
pricing pressure.

Ericsson (Buy, 12m price target SKr57/ADR $7.2)

We adjust our 2017-21 estimates to reflect recent moves in FX (weakening of the US$ vs.
SEK). The US$ has depreciated ¢c.3% vs. SEK post 2Q update and as such we lower 2017-21
group revenue estimates by c.1% and group adj. EBIT estimates by ¢.3%-6%, noting
¢.50%/¢.40%/20% USD revenue/COGS/opex exposure. Our underlying investment thesis on
Ericsson is unchanged. On our new estimates, our 12m price target falls to SKr57/ADR
$7.20 (from SKr60/ADR $7.20), based on an unchanged 8.5x 2018E EV/EBITDA multiple. We
remain Buy rated on Ericsson given ¢.24% upside potential, implying first-quartile
upside/downside positioning vs. our EU Tech coverage. Key downside risks to our view
and price target include worse cost control, wireless market dynamics and market share
loss.

Rating and pricing information

ASML Holding (B/N, €135.00), Capgemini (B/N, €99.41), Dassault Systemes (B/A, €85.84),
Evry AS (B/N, Nkr29.00), Ingenico SA (S/N, €79.50), Sage Group (B/A, 702.00p), SAP (B/A,
€92.28), Simcorp A/S (B/A, Dkr394.20), Software AG (S/A, €40.03) and Wirecard (B/N,

€72.70), Atos (N/N, €128.80), Aveva (S/A, 2,375.00p), Gemalto (N/N, €41.26), Hexagon AB
(N/A, Skr397.60), Spirent Communications Plc (N/N, 99.50p) and Technicolor (N/N, €3.14).
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Disclosure Appendix
Reg AC

We, Mohammed Moawalla, Alexander Duval, Gautam Pillai, CFA, Deepshikha Agarwal, Hameed Awan and Piyush Maheshwari, hereby certify that all
of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or their securities. We
also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in
this report.

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs' Global Investment Research division.

GS Factor Profile

The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and
its sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth,
Financial Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock.
The normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each
metric may vary depending on the fiscal year, industry and region, but the standard approach is as follows:

Growth is based on a stock's forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a
higher percentile indicating a higher growth company. Financial Returns is based on a stock's forward-looking ROE, ROCE and CROCI (for financial
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock's forward-looking P/E, P/B,
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns
percentile and (100% - Multiple percentile).

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal year-end at least three quarters in the future. Growth uses inputs
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a per-share basis for all metrics).

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative.

Quantum

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

GS SUSTAIN

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas. The GS SUSTAIN focus list
includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and
superior returns on capital relative to their global industry peers. Leaders are identified based on quantifiable analysis of three aspects of corporate
performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the
environmental, social and governance issues facing their industry).

Disclosures

Coverage group(s) of stocks by primary analyst(s)

Mohammed Moawalla: Europe-IT Services, Europe-Software. Alexander Duval: Europe-Communications Technology, Europe-Semiconductor & Tech
Hardware. Gautam Pillai, CFA: Europe-IT Services, Europe-Software.

Europe-Communications Technology: Ericsson, Ericsson, Gemalto, Nokia, Nokia, Spirent Communications Plc, Technicolor.

Europe-IT Services: Atos, Capgemini, Evry AS, Indra, Wirecard, Worldline, Worldpay Group.

Europe-Semiconductor & Tech Hardware: ASML Holding, Infineon, Ingenico SA, Mobileye NV, STMicroelectronics, STMicroelectronics.
Europe-Software: Aveva, Dassault Systemes, Hexagon AB, Sage Group, SAP, SAP, Simcorp A/S, Software AG, Temenos.

Company-specific regulatory disclosures

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in this
compendium can be found in the latest relevant published research

Distribution of ratings/investment banking relationships

Goldman Sachs Investment Research global Equity coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 2% | sa% | 14% 65% 56% 49%

As of July 1, 2017, Goldman Sachs Global Investment Research had investment ratings on 2,753 equity securities. Goldman Sachs assigns stocks as
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for
the purposes of the above disclosure required by the FINRA Rules. See 'Ratings, Coverage groups and views and related definitions' below. The
Investment Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has
provided investment banking services within the previous twelve months.

Price target and rating history chart(s)

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in this
compendium can be found in the latest relevant published research
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may
trade as a principal in debt securities (or in related derivatives) of issuers discussed in this report.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of

coverage. Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking
revenues. Analyst as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their
households from serving as an officer, director or advisor of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts
may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on
communications with subject company, public appearances and trading securities held by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs
website at http://www.gs.com/research/hedge.html.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws
and regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in
the Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any
access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman
Sachs. In producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and
other meetings hosted by the issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be met in part
or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific circumstances relating to
the site visit or meeting. Brazil: Disclosure information in relation to CVM Instruction 483 is available at
http://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the Brazil-registered analyst primarily responsible for the content of this
research report, as defined in Article 16 of CVM Instruction 483, is the first author named at the beginning of this report, unless indicated otherwise at
the end of the text. Canada: Goldman Sachs Canada Inc. is an affiliate of The Goldman Sachs Group Inc. and therefore is included in the company
specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for,
this research report in Canada if and to the extent that Goldman Sachs Canada Inc. disseminates this research report to its clients. Hong

Kong: Further information on the securities of covered companies referred to in this research may be obtained on request from Goldman Sachs
(Asia) L.L.C. India: Further information on the subject company or companies referred to in this research may be obtained from Goldman Sachs
(India) Securities Private Limited, Research Analyst - SEBI Registration Number INH000001493, 951-A, Rational House, Appasaheb Marathe Marg,
Prabhadevi, Mumbai 400 025, India, Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 6616 9000, Fax +91 22 6616 9001. Goldman
Sachs may beneficially own 1% or more of the securities (as such term is defined in clause 2 (h) the Indian Securities Contracts (Regulation) Act,
1956) of the subject company or companies referred to in this research report. Japan: See below. Korea: Further information on the subject
company or companies referred to in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. New Zealand: Goldman
Sachs New Zealand Limited and its affiliates are neither "registered banks" nor "deposit takers" (as defined in the Reserve Bank of New Zealand Act
1989) in New Zealand. This research, and any access to it, is intended for "wholesale clients" (as defined in the Financial Advisers Act 2008) unless
otherwise agreed by Goldman Sachs. Russia: Research reports distributed in the Russian Federation are not advertising as defined in the Russian
legislation, but are information and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of
the Russian legislation on appraisal activity. Singapore: Further information on the covered companies referred to in this research may be obtained
from Goldman Sachs (Singapore) Pte. (Company Number: 198602165W). Taiwan: This material is for reference only and must not be reprinted
without permission. Investors should carefully consider their own investment risk. Investment results are the responsibility of the individual

investor. United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the
Financial Conduct Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred to
herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a
glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/125/EC is available
at http://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection with
Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type Il Financial Instruments Firms
Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific
disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese
Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sell on an Investment List is determined by a stock's total return potential relative to its coverage. Any stock not assigned as a Buy or a Sell on an
Investment List with an active rating (i.e., a stock that is not Rating Suspended, Not Rated, Coverage Suspended or Not Covered), is deemed Neutral.
Each regional Investment Review Committee manages various regional Investment Lists to a global guideline of 25%-35% of stocks as Buy and 10%-
15% of stocks as Sell; however, the distribution of Buys and Sells in any particular analyst’s coverage group may vary as determined by the regional
Investment Review Committee. Additionally, each Investment Review Committee manages Regional Conviction lists, which represent investment
recommendations focused on the size of the total return potential and/or the likelihood of the realization of the return across their respective areas of
coverage. The addition or removal of stocks from such Conviction lists do not represent a change in the analysts’ investment rating for such stocks.

Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or
anticipated dividends, expected during the time horizon associated with the price target. Price targets are required for all covered stocks. The total
return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.
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Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at
http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook
on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the following 12
months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook over the
following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over
the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). Goldman
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and
price target, if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended
coverage of this company. Not Covered (NC). Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The
information is not available for display or is not applicable. Not Meaningful (NM). The information is not meaningful and is therefore excluded.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global
basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on
macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd
(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Titulos e Valores Mobiliarios S.A.; in Canada by either Goldman Sachs
Canada Inc. or Goldman, Sachs & Co.; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in
Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs
New Zealand Limited; in Russia by OO0 Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in
the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in
the United Kingdom and European Union.

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom;
Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt fiir
Finanzdienstleistungsaufsicht, may also distribute research in Germany.

General disclosures

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large
majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research
Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org).

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks
and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity
securities discussed in this report, which impact may be directionally counter to the analyst's published price target expectations for such stocks. Any
such trading strategies are distinct from and do not affect the analyst's fundamental equity rating for such stocks, which rating reflects a stock's
return potential relative to its coverage group as described herein.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in,
act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do
not necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs.

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in
the products mentioned that are inconsistent with the views expressed by analysts named in this report.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at
http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase
and sales of options such as spreads. Supporting documentation will be supplied upon request.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
research by third party aggregators. For research, models or other data available on a particular security, please contact your sales representative or
go to http://360.gs.com.

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.
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