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Wage Inflation in the US Pinches Margins

We expect weak TH18E results, penalised by strong wage inflation and an unfavourable sales
mix in the US. While we see AGL being able to offset those headwinds in a couple of quarters
via list price revisions, based on our preliminary calculations we estimate a potential impact on
2018E-19E EBITDA of 3% and 2%, respectively. At the bottom line level, this translates into an
Adj. EPS cut of 8% and 4%, respectively, in 2018E-19E, gross of one-off charges expected to
weigh on this year’s figures related to the voluntary exit programme in ltaly, signed with Unions
in March.

Solid top line ahead but...

We see TH18 sales at EUR 2,097M, down 1.5% affected by adverse FX movements, or up 4%
at constant FX. Sales should also benefit from the small acquisition of LeCrobag whose impact
(about EUR 14M) should be neutralised by some disposals, as seen with the Jan.-Apr.
sales. In detail, Europe sales should grow by 2% to EUR 799M, with the Italj ivisi
thanks to supportive traffic and the positive effects of network restructurin
growth in North America should more than offset a sluggish trend in the mo
(affected by negative traffic and weak consumer demand) and the pro i

to the negative impact of the FX. Lastly, International remains the
(+15%), expected to expand double-digit on the back of stro
(+9%) more than offsetting FX headwinds.

...weak margin in North America

the same FX), with a margin
s mix and, above all, strong wage

from EUR 116M in 1H17. On
Europe, with the EBITDA at E
growth in Italy as well as in the Rest of Eu
International segment should filter thr:

ct a continuous margin progression in
oy) led by the improved efficiency and sales
. Lastly, most of the sales expansion on the
BITDA as we expect margins flat yoy at 10.2%.

Preliminary simulations

While awaiting 1H18 figures, we ran a preliminary simulation on 2018-19E forecasts taking into
account that AGL manages to recoup the strong salary increase in North America (we assume
+5%) from 4Q18 and factoring in some savings expected from the voluntary exit program in
ltaly from 2019 (about EUR 7M assuming all the targeted 500 people are involved in the
program with new hires having a salary 30% below those exiting the group). Within this
context, we would have a 2018E-19E EBITDA reduction of 3.2% and 1.7% respectively vs. our
current estimates, while the Adj. EPS cut would be 8.4% and 4.4% respectively. The impact at
the reported net profit should be magnified by the expected one-offs for the restructuring
labour cost streamlining in Italy, which we estimate may cost about EUR 15-20M for the full year
with EUR 8-9M booked in TH18. We highlight that the effect of lower EBITDA in North America
may be completely offset should the USD further strengthen in the coming months reaching an
avg. 1.15 vs. EUR, which implies a spot rate permanently at 1.08 until the end of the year. While
this scenario is theoretically possible given the very volatile trend of the currency, we see it as
unlikely at this stage and we thus ran our simulation still adopting our 1.2 EUR/USD FX.
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Also on the back of this morning’s stock weakness (-6%) we reiterate our BUY
recommendation on the stock due to the strong potential in the medium/long term for the
group, but we highlight that the expected negative news flow in TH18 may keep the stock price
under pressure. While awaiting the 1H18 results to better assess the impact from increased
labour costs going forward and the savings in Italy, we put our TP Under Review.
Autogrill - 1H18E preview
EUR M TH17A FY17A 1H18E 1H E/C % FY18E Fy18C
Sales Europe 783.4 1,686.10 798.6 1.90 1,760.80
Italy 4771 1,029.00 483.1 1.30 1,045.40
RoE 306.3 657 315.5 3.00 715.4
Sales HMSH 1,345.70 2,908.50 1,298.10 -3.50 2,967.90
North America 1,117.50 2,396.20 1,035.20 -7.40 2,392.60
Airports 933.5 1,959.20 872 -6.60 1,970.40
Motorways 174.5 417.7 156.7 -10.20 403.2
Others 9.2 19.5 6.5 -29.90 18.9
International 228.2 512.3 262.9 15.20 575.3
Group sales 2,129.10 4,594.60 2,096.70 -1.50 4,728.70 4,729.70
EBITDA Europe 27 108.7 3 13.00 129.1
% on sales 3.40 6.40 3 7.30
EBITDA HMSH 139.3 326.5 12 .90 343.1
% on sales 10.40 6.40 60 11.60
EBITDA North America 116.3 -16.40 276.1
% on sales 10.40 11 A 11.50
EBITDA International 23 6.8 16.60 67
% on sales 10.10 .20 11.60
Group Underlying EBITDA 165.6 154.6 -6.60 444.2 428.9
Corporate Costs and stock option costs -21. -19 -28
Group EBITDA Post HQ costs 1 135.6 -6.00 444.2 428.9
% on sales 6.50 9.40 9.10
EBIT 185.2 334 -25.70 221.2 205.1
on sales 4.00 1.60 4.70 4.30
PBT 158.7 21.2 -34.50 195.8 181
Net profit 96.2 NM NM 128.5 116
Adj. net profit 5 106.9 NM NM 128.5 116
Net debt 644 544 NM NM 484.6 573

NM: not meaningful; NA: not available; A: actual; E: estimates;

omberg and Factset consensus; Source: Company data and Intesa Sanpaolo Research
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Disclaimer
Analyst certification
The financial analyst who prepared this report, and whose name and role appear on the first page, certifies that:

1. The views expressed on the company mentioned herein accurately reflect independent, fair and balanced personal views; 2. No direct or
indirect compensation has been or will be received in exchange for any views expressed.

Specific disclosures

1.Neither the analyst nor any person closely associated with the analyst has a financial interest in the securities of the Company.

2.Neither the analyst nor any person closely associated with the analyst serves as an officer, director or advisory board member of the Company.
3.The analyst named in the document is a member of AIAF

4.The analyst named in this document is not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Banca IMI
Securities Corp. Accordingly, the analyst may not be subject to FINRA Rule 2241 and NYSE Rule 472 with respect to communications with a
subject company, public appearances and trading securities in a personal account. For additional information, please contact the Compliance
Department of Banca IMI Securities Corp at 212-326-1133.

5.The analyst of this report does not receive bonuses, salaries, or any other form of compensation that is based upon specific investment banking
transactions.

6.The research department supervisors do not have a financial interest in the securities of the Company.

This research has been prepared by Intesa Sanpaolo SpA and distributed by Banca IMI SpA Milan, Banca IMI SpA-London Branch (a member of the
London Stock Exchange) and Banca IMI Securities Corp (a member of the NYSE and FINRA). Intesa Sanpaolo SpA accepts full responsibility for the

Opinions and estimates in this research are as at the date of this material and are subje
and opinions have been obtained from sources believed to be reliable, but no Warranty is made as to their accuracy or

discussed in this research may not be suitable

any financial products. It should not be regarded as a substitute for
Banca IMI SpA entities accept any liability whatsoever for any direct
this report. This document may only be reproduced or published

cipient’s own judgment. No Intesa Sanpaolo SpA or
direct loss arising from any use of material contained in

Intesa Sanpaolo SpA and Banca IMI SpA have in place the Confli t Management Rules for managing effectively the conflicts of interest
which might affect the impartiality of all investment research

Member companies of the Intesa S
with them, may have a long or shor
purchase and/or sale, of any of the se

urities mentioned at any time, and may make a purchase and/or sale, or offer to make a
o time in the open market or otherwise.

Intesa Sanpaolo SpA issues and circulates r ajor Institutional Investors in the USA only through Banca IMI Securities Corp., 1 William
Street, New York, NY 10004, USA, Tel: (1) 150.

Residents in Italy: This document is intended for distribution only to professional clients and qualified counterparties as defined in Consob
Regulation no. 20307 of 15.02.2018, as subsequently amended and supplemented, either as a printed document and/or in electronic form.

Person and residents in the UK: This document is not for distribution in the United Kingdom to persons who would be defined as private
customers under rules of the FCA.

US persons: This document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC Rule 15a-6.
US Customers wishing to effect a transaction should do so only by contacting a representative at Banca IMI Securities Corp. in the US (see contact
details above).

Method of distribution

This document is for the exclusive use of the person to whom it is delivered by Banca IMI and Intesa Sanpaolo and may not be reproduced,
redistributed, directly or indirectly, to third parties or published, in whole or in part, for any reason, without prior consent expressed by Banca IMI
and/or Intesa Sanpaolo. The copyright and all other intellectual property rights on the data, information, opinions and assessments referred to in
this information document are the exclusive domain of the Intesa Sanpaolo banking group, unless otherwise indicated. Such data, information,
opinions and assessments cannot be the subject of further distribution or reproduction in any form and using any technique, even partially, except
with express written consent by Banca IMI and/or Intesa Sanpaolo.

Persons who receive this document are obliged to comply with the above indications.
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Coverage policy and frequency of research reports

The list of companies covered by the Research Department is available upon request. Intesa Sanpaolo SpA aims to provide continuous coverage of
the companies on the list in conjunction with the timing of periodical accounting reports and any exceptional event that affects the issuer’s
operations. The companies for which Banca IMI acts as sponsor or specialist or other regulated roles are covered in compliance with regulations
issued by regulatory bodies with jurisdiction. In the case of a short note, we advise investors to refer to the most recent company report published
by Intesa Sanpaolo SpA's Research Department for a full analysis of valuation methodology, earnings assumptions, risks and the historical of
recommendation and target price. In the Equity Daily note and Weekly Preview report the Research Department reconfirms the previously
published ratings and target prices on the covered companies (or alternatively such ratings and target prices may be placed Under Review).
Research is available on Banca IMI’s web site (www.bancaimi.com) or by contacting your sales representative.

Equity Research Publications in Last 12M
The list of all recommendations on any financial instrument or issuer produced by Intesa Sanpaolo Research Department and distributed during
the preceding 12-month period is available on the Intesa Sanpaolo website at the following address:

http://www.group.intesasanpaolo.com/scriptlsir0/si09/studi/eng_archivio_racc_equity.jsp
Valuation methodology (long-term horizon: 12M)

The Intesa Sanpaolo SpA Equity Research Department values the companies for which it assigns recommendations as follows:

We obtain a fair value using a number of valuation methodologies including: discounted cash flow method (DCF), dividend discount model
(DDM), embedded value methodology, return on allocated capital, break-up value, asset-based valuation method, sum-of-the-parts, and
multiples-based models (for example PE, P/BV, PCF, EV/Sales, EV/EBITDA, EV/EBIT, etc.). The financial analysts use the above valuation methods
alternatively and/or jointly at their discretion. The assigned target price may differ from the fair value, as it also takes into account overall
market/sector conditions, corporate/market events, and corporate specifics (ie, holding discounts) reasonably considered to be possible drivers of
the company’s share price performance. These factors may also be assessed using the methodologies indicated above.

Equity rating key: (long-term horizon: 12M)

In its recommendations, Intesa Sanpaolo SpA uses an “absolute” rating system, which
reported below:

d todmarket performance and whose key is

-term horizon: 12M)

Long-term rating Definition

BUY

ADD

HOLD

REDUCE

SELL

RATING SUSPENDED i have been suspended as there is not a sufficient fundamental

or target. The previous investment rating and target price, if any, are no

NO RATING ¢ e he Research Department but no rating or target price is assigned either
gulations and/or firm policies in certain circumstances, including when Intesa

TARGET PRICE eves the share may reach within a one-year time horizon

MARKET PRICE Closing p re the issue date of the report, as indicated on the first page, except

Historical recommendations and target ds (long-term horizon: 12M)

Target price and market price trend (-1Y) Historical recommendations and target price trend (-1Y)

Date Rating TP Mkt Price
14.00 12-Jul-18 BUY U/R 10.5
13.50 14-Mar-18 BUY 13.5 11.1
ng 06-Dec-17 BUY 13.5 11.1
12.00 01-Aug-17 ADD 12.0 10.1
11.50
11.00
10.50
10.00
Jul-17 Oct-17 Jan-18 Apr-18 Jul-18
AGI-IT ~  Target Price
Equity rating allocations (long-term horizon: 12M)
Intesa Sanpaolo Research Rating Distribution (at May 2018)
Number of companies considered: 108 BUY ADD HOLD REDUCE SELL
Total Equity Research Coverage relating to last rating (%) 37 32 28 2 1
of which Intesa Sanpaolo’s Clients (%) (*) 73 66 33 50 100

(*) Companies on behalf of whom Intesa Sanpaolo and the other companies of the Intesa Sanpaolo Group have provided corporate and Investment banking services in the last 12
months; percentage of clients in each rating category
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Valuation methodology (short-term horizon: 3M)

Our short-term investment ideas are based on ongoing special market situations, including among others: spreads between share
categories; holding companies vs. subsidiaries; stub; control chain reshuffling; stressed capital situations; potential extraordinary deals (including
capital increase/delisting/extraordinary dividends); and preys and predators. Investment ideas are presented either in relative terms (e.g. spread
ordinary vs. savings; holding vs. subsidiaries) or in absolute terms (e.g. preys).

The companies to which we assign short-term ratings are under regular coverage by our research analysts and, as such, are subject to
fundamental analysis and long-term recommendations. The main differences attain to the time horizon considered (monthly vs. yearly) and
definitions (short-term ‘long/short’ vs. long-term ‘buy/sell’). Note that the short-term relative recommendations of these investment ideas may
differ from our long-term recommendations. We monitor the monthly performance of our short-term investment ideas and follow them until
their closure.

Equity rating key (short-term horizon: 3M)

rating key (short-term horizon: 3M)

Short-term rating Definition

LONG Stock price expected to rise or outperform within three months from the time the rating
was assigned due to a specific catalyst or event

SHORT Stock price expected to fall or underperform within three months from the time the rating

was assigned due to a specific catalyst or event

Company specific disclosures

Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group
Group") have adopted written guidelines “Modello di Organizzazione, Gestione e Controllo” p
(available at the Intesa Sanpaolo website, webpage http://www.group.intesasanpaélo. S i09/governance/eng_wp_governance.jsp,
along with a summary sheet, webpage https:/www.bancaimi.com/en/bancaimi/chisia enta ormative) setting forth practices and
procedures, in accordance with applicable regulations by the competent Italian authoriti
as Information Barriers, to restrict the flow of information, namely inside and/g

jointly also the “Intesa Sanpaolo Banking

Ofmation, to prevent the misuse of such
anpaolo Banking Group which may adversely

Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementi
Council with regard to regulatory technical standards for the technic
or other information recommending or suggesting an investme
interest as subsequently amended and supplemented, the FIN as well as the FCA Conduct of Business Sourcebook rules COBS 12.4
- between the Intesa Sanpaolo Banking Group and issuers
products produced by analysts at Intesa Sanpaolo S.p. A
the management of inside information and conflicts

. 596/2014 of the European Parliament and of the
objective presentation of investment recommendations

ules for Research " and in the extract of the " Corporate model on
d on the website of Intesa Sanpaolo S.p.A.

At the Intesa Sanpaolo website, webpage http:/w tesasanpaolo.com/scriptlsir0/si09/studi/eng_archivio_conflitti_mad.jsp you can find
the archive of disclosure of interests S € Intesa Sanpaolo Banking Group in compliance with the applicable laws and
regulations.

Furthermore, we disclose the followiRg,i he Intesa Sanpaolo Banking Group’s conflicts of interest:

1 One or more of the compan
compensation from Autogrill in t

2 One or more of the companies of the Intesa Sanpaolo Banking Group have granted significant financing to Autogrill and its parent and
group companies
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