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Avio
2Q/1H Results Almost in Line, Good Prospects Confirmed

Avio released broadly in-line 2Q/1H26 results and confirmed its cautious FY26
guidance. The prospects for both space and defence improved further over the last
three months. We have adjusted our estimates modestly and believe that they have
good upside in the medium term, also depending on the Arianespace and US’ DoW
moves. We consider Avio’s investment case compelling, especially for the ‘patient’
investors. We confirm our EUR 47 target price and BUY rating on the stock.

2Q/1H 2024 results almost in line

In 2Q26, new orders (EUR 82M, -9% yoy) met our estimates; Avio got an additional EUR 60M
production confract for the Vega C at the start of July; revenues (EUR 147M, +16% yoy) were
1.4% below our forecast, and adj. EBITDA (EUR 6.5M, -1.5% yoy) was ~8% below our estimates;
in 1H26 the bottom line result (positive at EUR 9.2M vs. EUR -0.2M in TH25) beat our assumption
(EUR 3.2M), reflecting improved financial income and a EUR 3.3M fair value adjustment on
investments. The net financial position (positive by EUR 536M from EUR 559M as at the end of
1Q26) beat our EUR 520M estimate despite higher-than-expected capex (EUR 30M in 2Q246).

The confirmed FY26 guidance looks cautious

Avio confirmed its FY26 guidance; we deem the FY26 guidance cautious, because it implies
that new orders will go down by 71/55% yoy in 2H26, with revenues and adj. EBITDA recording
a -7.4/+2.4% yoy and -28/+6.0% yoy performance. We recall that the company tends to be
cautious when setting targets and believe that the FY26 guidance does not make an
exception.

The Conference call messages were strong and positive

We find that the conference call messages were positive on virtually all fronts: the Space
business has significant growth prospects thanks to Ariane and Vega, and pricing is
improving; Avio expects to get substantial financial support when it increases the Ariane
booster capacity; on the defence side, the US project is progressing as expected and the
plant’s capacity increase will be funded with cash provided by Advent via a EUR 110M
capital increase expected to be carried out soon.

Avio - Key data

Y/E Dec (EUR M) 2024A 2025A 2026E 2027E 2028E
Revenues 441.6 541.7 612.3 669.2 728.6
EBITDA 25.82 32.26 38.75 38.77 43.93
EBIT 8.38 11.97 17.75 16.37 20.12
Net income 6.09 10.48 20.40 15.54 16.86
Adj. EPS (EUR) 0.37 0.26 0.40 0.37 0.40
Net debt/-cash -90.09 -591.7 -451.4 -315.6 -193.7
Adj P/E (x) 30.3 99.8 70.5 75.3 69.9
EV/EBITDA (x) 8.9 20.2 22.5 26.0 25.7
EV/EBIT (x) 27.3 54.5 49.1 61.5 56.1
Div ord yield (%) 1.3 0.6 0.5 0.4 0.4
FCF Yield (%) 8.3 10.4 -9.9 -9.4 -8.4

Source: Company data and Intesa Sanpaolo Research estimates. Priced at 10/09/2026
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Avio 11 September 2026

2Q/1H Results and Conference Call

2Q/1H2é6 Results: almost in line

Avio released 2Q/1H 2026 results which were virtually in line with our own estimates. In 2Q26,
new orders (EUR 82M, -9% yoy) met our estimates; we point out that Avio got an additional
EUR 60M production contract for Vega C at the start of July. Revenues (EUR 147M, +16% yoy)
were 1.4% below our forecast, and adj. EBITDA (EUR 6.5M, -1.5% yoy) was ~8% below our
estimates; in 1H26 the bottom line result (positive by EUR 9.2M vs. EUR -0.2M in 1H25) beat our
assumption (EUR 3.2M), reflecting improved financial income and a EUR 3.3M fair value
adjustment on investments. The net financial position (positive by EUR 536M from EUR 559M
as at the end of 1Q26) beat our EUR 520M estimate despite higher-than-expected capex
(EUR 30M in the quarter).

Figure 1 - Avio - 2Q/1H26 results and estimates

EURM 2Q25A TH25A FY25A 2Q26A 2Q26E 2Q246C A/E % A/C % A yoy 1H26A FY24E FY26C
New orders 90 180 984 82 82 NA 0.0% NM -8.9% 160 459 NA
Order backlog 1,669 1,669 2,048 2,048 NA 0.0% NM 22.7% 2,048 2,050 NA
NA NM
Revenues 126.9 234.9 542 147.5 149.6 NA -1.4% NM 16.2% 276 608 601.2
EBITDA adi. 6.6 11.4 34.8 6.5 7.1 NA -8.5% NM -1.5% 12.2 40.6 NA.
EBITDA adj. margin 5.2% 4.9% 6.4% 4.4% 4.7% NA NM 4.4% 6.7% NM
EBITDA reported 6.0 10.0 32.3 6.7 6.6 NA 1.5% NM 11.7% 11.9 38.6 35.5
EBITDA reported margin 4.7% 4.3% 6.0% 4.5% 4.4% NA NM 4.3% 6.3% 5.9%
EBIT reported 0.9 0.0 12.0 1.3 1.1 NA 18.2% NM 44.4% 1.2 17.6 13.1
EBIT margin 0.7% 0.0% 2.2% 0.9% 0.7% NA NM 0.4% 2.9% 2.2%
Net profit/(loss) NA -0.2 NA NM NA NM NM 9.2 17.6 11.3
Net Cash/(Debt) 75.3 75.3 592 535.7 520 NA 1.1% NM 460.4 535.7 450 516

NA: not available; NM: not meaningful; A: actual; E: estimates; C: Bloomberg consensus; Source: Company data and Intesa Sanpaolo Research

Avio confirmed the FY26 guidance: Order backlog: EUR 2.0-2.1Bn (EUR 2.166Bn as at the end
of 2025); Revenues: EUR 560-590M (+3/+9%); EBITDA adjusted: EUR 29-37M; EBITDA reported:
EUR 27-35M; Net profit: EUR 8-13M. We deem the FY24 guidance cautious, because it implies
new orders to go down by 71/55% yoy in 2H26, with revenues and adj. EBITDA -7.4/+2.4% yoy
and -28/+6.0% yoy, respectively.

Figure 2 - Avio — 2H26 KPI performance implied in the FY24 guidance

EURM Implied 2H26 FY26 guidance A yoy

Low High Low High Low High
New orders 234 364 394 524 -70.9% -54.7%
Order backlog 2,000 2,100
Revenues 284 314 560 590 -7.4% 2.4%
A% yoy -7.4% 2.4% NM NM
EBITDA adjusted 16.8 24.8 29 37 -28.2% 6.0%
As a % of revenues 5.9% 7.9% 5.2% 6.3%
EBITDA reported 15.1 23.1 27 35 -32.3% 3.6%
As a % of revenues 5.3% 7.4% 4.8% 5.9%
Net income -1.2 3.8 8 13 NM -63.8%
Net margin -0.4% 1.2% 1.4% 2.2%

NM: not meaningful; Source: Company data and Intesa Sanpaolo Research
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We recall that the company is always very cautious when setting targets. The FY26 guidance
does not make an exception in our understanding; we also point out that Avio had already
indicated that 2026, 2027 and 2028 EBITDA would remain almost flat due to the costs for the
new US SRM plant.

Conference call takeaways

Avio's management held a conference call on 10 September to review the 2Q/1H26 results;
here follow the main takeaways from the call:

B The cadence of the Ariane é launches is likely to be lifted to 12/year in 2.0/2.5 years; to
comply with this growth, Avio will have to supply more boosters than originally expected;
in parallel, Avio intends to increase the Vega launch cadence from 3 in 2026 to 6; in our
current estimates we are assuming Ariane to reach the rate of 12 launches/year only in
2035 and produce 35 boosters by then; now this prospect looks much closer (around
2029);

B The Ariane booster production ramp-up is to leverage Avio's existing infrastructure in
Europe and Guyana, deemed already robust; it should require additional capex, but
Avio is confident it will benefit from a substantial financial support from ESA members;

B The US SRM initiative is proceeding as planned; a ground-breaking ceremony is
expected at end-September; the EUR 110M of cash that Avio will get from the private
equity Advent via a reserved capital increase is to be used to boost the US plant’s
capacity and speed up its start of production (expected in 2H28), if possible; the
resources will be used also to integrate vertically in the supply chain, which poses major
challenges, according to management;

B The recent success of the Spectrum missile developed by the German ISAR is not a
reason for concern: the missile production could take years to ramp up, and the
payload is considerably smaller vs. Vega's (~1/3); in any case, market demand is so
strong that there is going to be room for many players;

B SpaceX hasincreased its prices dramatically (it reportedly doubled them, according to
Avio's management) and might become a captive launch provider; many clients are
addressing Ariane and Avio to get launch services;

B  On defence, it is very difficult to predict when the US Tier ones will place additional
production contracts for Solid Rocket Motors (SRM); Avio is holding talks with Lockheed
Martin and may replicate the same blueprint followed with other US clients, starting the
development of an SRM and its early production in Italy to then migrate it to the new US
plant from 2028.

We find that the conference call messages were positive on virtually all fronts; the Space
business has significant growth prospects and pricing is improving; Avio expects to get
substantial financial support when it increases the Ariane booster capacity; on the defence
side, the US project is progressing as expected and the plant’s capacity increase will be
funded with cash provided by Advent.

Produced by the Intesa Sanpaolo SpA Research Department
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Estimates’ Revision

We have adjusted our estimates to factor in the 2Q26 results; we believe that the scenario
for both Space and Defence has improved at the margin, and our medium/long-term
assumptions have good upside potential. Our estimates for 2026-2030 cumulated revenues,
adjusted EBITDA and adjusted net profit grew by 0.3%, 1.1% and 2.7%.

Figure 3 - 2026-2030 P&L estimates update

EURm 2025 2026e 2027e 2028e 2029e 2030e
Actual New Old New Old New Old New Old New Old
- Space Propulsion 232 279 279 310 310 349 349 390 390 432 432
A% Y/Y 52.7%| 20.2% 20.3% 11.2% 11.1% 12.6% 12.6% 11.7% 11.7% 10.9% 10.8%
- Defense Propulsion 82 105 101 131 127 149 144 271 265 382 376
A% Y/Y 16.4%| 28.4% 23.9% 25.6% 25.7% 13.8% 13.4% 81.0% 84.0% 41.2% 42.1%
- Development 224 226 228 228 231 230 234 232 235 235 238
A% Y/Y 3.1% -0.3% 0.9% 1.0% 1.0% 1.0% 1.3% 1.0% 0.6% 1.0% 1.2%
Eliminations 2 3 0 0 0 0 0 0 0 0 0
Revenues 541.7 612.3 608.4 669.2 667.6 728.6 726.5 892.8 890.3 1,049 1,046
A% Y/Y 22.6%)| 13.0% 12.3% 9.3% 9.7% 8.9% 8.8% 22.5% 22.5% 17.5% 17.5%
EBITDA adjusted:
- Space Propulsion 15 19 19 23 23 27 27 31 31 36 36
As a % of revenues 6.7% 7.0% 7.0% 7.3% 7.3% 7.7% 7.7% 8.0% 8.0% 8.3% 8.3%
- Defense Propulsion 9 12 12 16 16 19 18 37 36 54 53
As a % of revenues 10.8%) 11.7% 1.7% 12.4% 12.4% 12.7% 12.7% 13.7% 13.7% 14.1% 14.1%
- Development 18 18 18 18 19 19 19 19 19 19 19
As a % of revenues 8.0% 8.0% 8.0% 8.0% 8.1% 8.1% 8.1% 8.1% 8.1% 8.1% 8.1%
Eliminations/(Avio US costs) -8 = -9 -16 -16 -18 -18 -8 -7 -8 -9
EBITDA adjusted 34.8 40.8 40.6 41.3 41.0 46.4 46.1 79.8 793 101.1 99.0
As a % of revenues 6.4%| 6.7% 6.7% 6.2% 6.1% 6.4% 6.3% 8.9% 8.9% 9.6% 9.5%
Non-recurrent 2.5 2.0 2.0 2.5 2.5 25 2.5 25 2.5 25 2.5
EBITDA reported 32.3 38.8 38.6 38.8 38.5 43.9 43.6 77.3 76.8 98.6 96.5
As a % of revenues 6.0%| 6.3% 6.3% 5.8% 5.8% 6.0% 6.0% 8.7% 8.6% 9.4% 9.2%
DEA (20.3) (21.0) (21.0) (22.4) (22.4) (23.8) (23.8) (41.9) (41.9) (45.3) (45.3)
EBIT reported 12.0 17.7 17.6 16.4 16.1 201 19.8 35.3 34.9 53.4 51.2
Net financial income 1.1 6.0 6.0 4.8 4.8 2.8 2.9 2.0 2.1 258 2.5
Extraordinary items 0.0 3.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pre-tax profit 13.1 27.0 236 21.1 20.9 22.9 227 373 37.0 55.7 53.7
Taxes (1.5) -5.4 -4.8 -4.2 -4.2 -4.6 -4.6 -7.5 -7.4 -11.1 -10.8
Tax rate -11.3%] -20.0% -20.3% -20.0% -20.1% -20.0% -20.3% -20.0% -20.0% -20.0% -20.1%
Net income from cont. op. 11.6 21.6 18.8 16.9 16.7 18.4 18.1 29.9 29.6 44.6 42.9
Minorities (1.1) (12) (1.2) (1.4) (1.4) (1.5) (1.5) (1.6) (1.7) (1.8) (1.8)
Net profit 10.5 204 17.6 15.5 15.3 16.9 16.6 28.2 27.9 42.8 411
Adj. net profit 12.4 18.6 19.0 17.4 17.1 18.7 18.4 30.1 29.7 44.6 429

E: estimates; Source: Company data and Intesa Sanpaolo Research
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Valuation update

We value Avio on the basis of a DCF model and SOTP that attributes value o the existing
European operations and the future US SRM ones; the average fair value that we draw is EUR
47, unchanged from our previous valuation. We keep our EUR 47 target price unchanged
and confirm our BUY rating on the stock.

DCF: Fair Value of EUR ~44 (+6%)

Apart from our modest estimates changes, we updated our assumptions on the Risk-Free
Rate (to 3.75%, +25bps) and Market Risk Premium (to 6.00%, +25bps) in consistency with
Intesa Sanpaolo assumptions; we lowered the B to 0.90 (-0.1) because we believe that Avio's
risk profile has improved: the recent Ariane 6 and Vega C launches were successful and the
order backlog offers strong visibility and good diversification; in addition, the EUR 110M
capital increase reserved to Advent will strengthen the company’s balance sheet further.
We point out that the B currently provided by Bloomberg is ~0.8x. Following the above
changes, our WACC moves to 9.15% (-10bps).

We stress that the recent newsflow for both space and defence (particularly for the missile
component) remained very positive and possibly improved at the margin, substantiating our
3.5% "g" rate assumption.

Figure 4 - OFCF Calculation

CASH FLOW (EUR M) 2025A 20246E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E Norm. yeai
Net Sales 542 612 669 729 893 1,049 1,208 1,369 1,427 1,496 1,582
% change 22.7% 13.0% 9.3% 8.9% 22.5% 17.5% 15.1% 13.3% 4.3% 4.8% 5.8%
EBITDA 32.3 38.8 38.8 43.9 77.3 98.6 120.3 142.3 156.5 173.1 193.2
% margin 6.0% 6.3% 5.8% 6.0% 8.7% 9.4% 10.0% 10.4% 11.0% 11.6% 12.2%
% change 24.9% 20.1% 0.0% 13.3% 75.8% 27.7% 22.0% 18.3% 10.0% 10.6% 11.6%
Depreciation & other provisions 20, 21 22 24 42 45 47 48 49 50 51
EBIT 12,0 17.7 16.4 20.1 35.3 53.4 73.5 942 1073 1228 1419
% margin 2.2%| 2.9% 2.4% 2.8% 4.0% 51% 6.1% 6.9% 7.5% 8.2% 9.0%
Taxes -1 -5 -4 -5 -7 -11 -15 -19 -21 -25 -28
Normative tax rate 20.0%| 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0%
NOPLAT 10.5 12.3 121 15.5 28.3 427 58.8 75.4 85.8 98.2 113.5
Depreciation & other provisions 20, 21 22 24 42 45 47 48 49 50 51
% sales 3.7%| 3.4% 3.3% 3.3% 4.7% 4.3% 3.9% 3.5% 3.5% 3.4% 3.2%
Gross Operating Cash Flow 30.8 33.3 34.5 39.3 70.2 88.0 105.6 123.5 135.1 148.5 164.8
Capex -37 -95 -190 -180 -120 -110 -65 -58 -55 -53 -5C
% sales -6.8% -15.5% -28.4% -24.7% -13.4% -10.5% -5.4% -4.2% -3.9% -3.5% -3.2%
ANWC (-=increase;+=decrease) 142 -78 26 27 67 64 65 66 24 28 3E
Cash Flow to be discounted 136.1 -139.6 -129.7 -113.8 171 a41.7 105.3 131.5 103.8 124.1 150.1

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research

Figure 5 - DCF Valuation

(EUR M) 2025A 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E Norm. year
WACC 9.15%) 9.15% 92.15% 92.15% 9.15% 92.15% 92.15% 9.15% 92.15% 2.15% 2.15%
Discount Rate factor 0.00] 0.97 0.89 0.82 0.75 0.69 0.63 0.58 0.53 0.48 0.44
Discounted Cash Flow 0] -136 -116 -93 13 29 66 76 55 60 66
Cumulated DCF 0 -136 -252 -345 -332 -303 -237 -161 -107 -47 20

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research
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Figure 6 - WACC & DCF Analysis

Free Risk Rate (FRR) 3.75% Cumulated DCF 20 Net Cash (2025A) 591.7
Company Risk Factor or Beta (CRF) 0.90 Minorities (book value) (10.0)
Mkt Risk Premium (MRP) 6.00% Perpetual Growth Rate (g) 3.5% Pension underfunding 0.0
Cost of Equity (Ke or COE) 9.15% Normalised Annual CF 150 Cash-in from warrant exercise 0.0
Cost of Debt (gross) 3.50% Terminal Value as of 2035 2,750 Dividends (6.8)
Debt tax rate 27.5% Disc. Rate of Terminal Value 0.44 Capital increase 0.0
Cost of Debt net (Kd or COD) 2.54% Discounted Terminal Value 1,217 Government grants (discounted) 140.9
Target gearing (D/E) or % Kd 0.0% Equity Market Value (EUR M) 2,064
% Ke 100.0% Financial assets 111 Number of shares (M) 46.8
Normative Tax Rate 20.0% Enterprise Value (EUR M) 1,348 Fair Value per share (EUR) 441
WACC 9.15% Potential upside/(downside) 47 .3%

Source: Company data and Intesa Sanpaolo Research

Figure 7 - DCF Sensitivity analysis (1) Figure 8 - DCF Sensitivity analysis (11)
Implied | WACC Perpetual growth rate (g) Implied | WACC Long-term EBITA margin
B 2.00% 2.50% 3.00% 3.50%  4.00% 4.50% 5.00% B 9.2% 10.2% 11.2% 12.2% 13.2% 14.2% 16.2%
1.15 10.65% 322 331 343 35.5 3r.ao 3’7 40.7 1.15 10.65% 303 320 338 35.5 w3 39.0 40.7
1.07 10.15% 34.0 351 354 37.9 397 41.8 4432 1.07 10.15% 321 341 36.0 379 399 418 437
0.98 9.65% 35.0 374 329 40.8 429 455 428 0.98 9.65% 343 5.4 386 40.8 429 451 47.2
0.90 9.45% | 383 40.0 41.9 44.1 46.8 50.0 54.0 0.90 9.15% | 368 39.2 .7 44.1 46.5 49.0 51.4
0.82 B.65% 411 43.0 45.4 48.1 51.5 55.7 61.0 0.82 B.65% 398 428 45.4 48.1 509 53.6 55.4
0.73 8.15% 442 457 455 53.0 574 629 0.2 0.73 8.15% 435 457 455 53.0 552 59.3 62.5
0.65 7.65% 43.0 51.0 546 59.1 549 724 22.5 .65 7.65% 431 51.8 55.5 59.1 62.8 66.5 70.1
Source: Company data and Intesa Sanpaolo Research Source: Company data and Intesa Sanpaolo Research
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SOTP: Fair Value of EUR ~49

Our Sum of The Parts values the European business and the US initiative separately. We value
Avio's European operations based on Chemring's EV/Sales 2026E and EV/EBITDA 2026E
multiples (2.9x and 14.7x respectively), while we use the multiples of the US peers Rocket Lab,
Firefly and Karman Holdings to value the US SRM initiative on the Sales and EBITDA estimates
for 2030. Our SOTP gives us a EUR 49.4 fair value.

Figure 9 - SOTP based on the 2024 estimates (2030 for US initiative)

Sales EBITDA EV/Sales EV/EBITDA| Enterprise EV Valuation Method
2026E 2026E 2026C 2026C| Value /Share
- EU operations 612 40.8 2.9 14.7] 1,188 25.4 EV/Sales-EV/EBITDA Chemring
- US operations (2030E) 181 28 6.0 25.5 898 19.2  EV/Sales-EV/EBITDA RKLB, FLY, KRMN
Enterprise Value 2,086 44.6
- Financial/tax assets 111.0 2.4 Actual Datum
- Net Cash Position as @ 31/12/2025A 591.7 12.6 Actual Datum
- Investment on the US plant (residual) (600.0) -12.8 Investments for the new SRM plant
- Dividends paid (6.8) -0.1 Paid on 20/05/2026
- Minority interests (10.0) -0.2 Book Value
- US Federal/State grants 140.9 3.0 Estimated value, discounted
Equity Value 2,313 49.4
Current price 30.0
Up/(Down)side potential 65.1%
Number of shares out 46.8

A: actual; E: estimates; C: Bloomberg consensus; Source: Company data and Intesa Sanpaolo Research

We show also a SOTP based on our 2027 estimates for the European operations, while the
valuation of the US SRM initiative remains the same; in this case we draw a EUR 46.1 fair value.

Figure 10 - SOTP based on the 2027 estimates (2030 for US initiative)

Sales EBITDA EV/Sales EV/EBITDA| Enterprise EV Valuation Method
2026E 2026E 2026C 2026C Value /Share
- EU operations 669 41.3 2.5 12.3] 1,106 23.6 EV/Sales-EV/EBITDA Chemring
- US operations (2030E) 181 28 6.0 25.5 898 19.2  EV/Sales-EV/EBITDA RKLB, FLY, KRMN
Enterprise Value 2,004 42.8
- Financial/tax assets 99.9 2.1 Estimate for 2026
- Net Cash Position as @ 31/12/2025A 451.0 9.6 Estimate for 2026
- Investment on the US plant (residual) (540.0) -11.5 Investments for the new SRM plant
- Dividends paid 0.0 0.0 To be paid in May 2027
- Minority interests (10.0) -0.2 Book Value
- US Federal/State grants 153.8 3.3 Estimated value, discounted
Equity Value 2,158 46.1
Current price 30.0
Up/(Down)side potential 54.0%
Number of shares out 46.8

A: actual; E: estimates; C: Bloomberg consensus; Source: Company data and Intesa Sanpaolo Research
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Valuation and Key Risks

Valuation basis

Key Risks

We value Avio based on the average between a SOTP and a DCF;
when dealing with the DCF, we use a ~9.25% WACC and a 3.5% "g"
rate to factor in the strong growth momentum of the addressable
market; we assume that Avio will reach an EBITDA margin of 12.2%
from 2032 onwards thanks to higher volumes, better economies of
scale and likely lower competitive pressure vis-a-vis the past,
considering the current geopolitical scenario of de-globalization;
we look at industry multiples to check the DCF valuation.

Company specific risks:

- Launch failures and price competition for both Ariane and Vega,
especially for commercial launches

- Lower geopolitical tensions may impact the defence industry's
multiples

- On the positive: the current geopolitical scenario is pushing tactical
propulsion

- On the positive: Avio's Space business is recovering from a historical
low touched in 2022/2024

Sector generic risks:

- New entrants, also with alternative solutions
Alternative technologies (reusable rockets,
weapons)

- On the positive: in the current geopolitical scenario Europe is
clearly supportive of domestic launchers

direct energy

Company Snapshot

Company Description

Avio is a leading infernational group engaged in the design and construction of space launchers and solid and liquid motors for space
and military applications. The experience and know-how built up over more than 50 years position Avio atf the cutting-edge of the space
launcher sector, solid, liquid and cryogenic propulsion and tactical propulsion. Avio operates in Italy, France and the French Guyana with
5 facilities, employing ~850 highly-qualified personnel, of which ~30% involved in R&D. Avio is prime contractor for the Vega program and
a sub-contractor for the Ariane program, both financed by the European Space Agency (“ESA"), placing Italy among the limited number

of countries capable of producing a complete spacecraft.

Key data Estimates vs. consensus
Mkt price (EUR) 28.01  Free float (%) NA  EURM (Y/EDec)  2025A 2026E 2026C 2027E 2027C 2028 2028C
No. of shares 46.79  Maijor shr Leonardo SpA  sgles 5417 6123 5985 6692 6380 7286 7180
52Wk range (EUR) 64.6/23.9 (%) 29.6  EBITIDA 3226 3875 3615 3877 37.30 4393 4580
Reuters AVIMI__Bloomberg AVIOIM gy 11.97 1775 1485 1637 1400 2012 17.70
Performance (%) Absolute Rel. FISEITANSh by tax income 1308 2704 2035 2112 1620 2294 17.50
M 154 -1M 124 Netincome 1048 2040 1514 1554 1200 1686 14.66
-3M 236 -3M 260 Adj EPS (EUR) 026 040 041 037 034 040 036
-12M 210 -12M -35.2
Sales breakdown by product (%) Sales breakdown by activity (%)
Tactical
propulsion, Other, 4.0
Vega, 206.0 Development Production,
Tech Dev .219.0 2220
Projetcs, 87.0
Ariane, 75.0

Source: Company data, Intesa Sanpaolo Research estimates and FactSet consensus data (priced at market close of 10/09/2026)
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Avio - Key Data

Rating Target price (EUR/sh) Mkt price (EUR/sh) Sector
BUY Ord 47.0 Ord 28.01 Aerospace & Defence
Values per share (EUR) 2023A 2024A 2025A 2026E 2027E 2028E
No. ordinary shares (M) 26.36 27.16 46.79 46.79 46.79 46.79
Total no. of shares (M) 26.36 27.16 46.79 46.79 46.79 46.79
Market cap (EUR M) 238 309 1,233 1,311 1,311 1,311
Adj. EPS 0.46 0.37 0.26 0.40 0.37 0.40
BVPS 11.4 1.1 14.9 15.2 15.4 15.7
Dividend ord 0.24 0.15 0.15 0.13 0.10 0.1
Income statement (EUR M) 2023A 2024A 2025A 2024E 2027E 2028E
Revenues 338.7 441.6 541.7 612.3 669.2 728.6
EBITDA 20.5 25.8 32.3 38.8 38.8 43.9
EBIT 5.2 8.4 12.0 17.7 16.4 20.1
Pre-tax income 6.6 6.8 13.1 27.0 21.1 22.9
Net income 6.5 6.1 10.5 20.4 15.5 16.9
Adj. netincome 12.1 10.2 12.4 18.6 17.4 18.7
Cash flow (EUR M) 2023A 2024A 2025A 2026E 2027E 2028E

Net income before minorities 6.6 6.4 11.6 21.6 16.9 18.4

Depreciation and provisions 15.3 17.4 20.3 21.0 22.4 23.8

Others/Uses of funds -10.2 -1.0 9.4 1.1 1.1 1.1

Change in working capital 29.8 42.4 142.3 -78.0 258 26.9
Operating cash flow 41.5 65.2 164.8 -34.3 66.2 70.1

Capital expenditure -38.4 -39.5 -37.0 -95.0 -190.0 -180.0

Financial investments 0.0 0.0 0.0 0.0 0.0 0.0

Acquisitions and disposals 0.0 0.0 0.0 0.0 0.0 0.0

Others 0.0 0.0 0.0 0.0 0.0 0.0

Free cash flow 3.1 25.7 127.8 -129.3 -123.8 -109.9

Dividends 0.0 -6.0 -3.9 -6.8 -6.1 -4.7

Share buyback 0.0 0.0 0.0 0.0 0.0 0.0

Equity changes & Other items -1.4 -5.8 377.7 -4.2 -5.8 -7.4
Net cash flow 1.7 14.0 501.6 -140.3 -135.8 -121.9
Balance sheet (EUR M) 2023A 2024A 2025A 2026E 2027E 2028E
Net capital employed 234.2 222.8 116.8 271.1 416.7 551.3
of which associates 0.0 0.0 0.0 0.0 0.0 0.0
Net debt/-cash -76.1 -90.1 -591.7 -451.4 -315.6 -193.7
Minorities 9.7 10.0 11.2 11.5 11.9 12.4
Net equity 300.6 302.8 697.3 710.9 720.4 732.6
Minorities value 9.7 10.0 11.2 11.5 1.9 12.4
Enterprise value 171.3 228.9 652.1 870.7 1,006.9 1,129.3
Stock market ratios (x) 2023A 2024A 2025A 2026E 2027E 2028E
Adj. P/E 19.6 30.3 99.8 70.5 75.3 69.9
P/CFPS 10.8 13.0 38.7 30.7 33.4 31.1
P/BVPS 0.79 1.0 1.8 1.8 1.8 1.8
Payout (%) 52 40 56 34 27 28
Dividend yield (% ord) 2.6 1.3 0.6 0.5 0.4 0.4
FCF yield (%) 1.3 8.3 10.4 9.9 9.4 -8.4
EV/sales 0.51 0.52 1.2 1.4 1.5 1.5
EV/EBITDA 8.3 8.9 20.2 22.5 26.0 25.7
EV/EBIT 32.8 27.3 54.5 49.1 61.5 56.1
EV/CE 0.73 1.0 5.6 3.2 2.4 2.0
D/EBITDA Neg. Neg. Neg. Neg. Neg. Neg.
D/EBIT Neg. Neg. Neg. Neg. Neg. Neg.
Profitability & financial ratios (%) 2023A 2024A 2025A 2026E 2027E 2028E
EBITDA margin 6.1 58 6.0 6.3 5.8 6.0
EBIT margin 1.5 1.9 2.2 2.9 2.4 2.8
Tax rate 0.3 5.6 11.3 20.0 20.0 20.0
Net income margin 1.9 1.4 1.9 3.3 2.3 2.3
ROCE 2.2 3.8 10.2 6.5 3.9 3.7
ROE 2.2 2.0 2.1 2.9 2.2 2.3
Interest cover -3.7 5.2 -10.8 -3.0 -3.4 -7.1
Debt/equity ratio Neg. Neg. Neg. Neg. Neg. Neg.
Growth (%) 2024A 2025A 2026E 2027E 2028E
Sales 30.4 22.7 13.0 9.3 8.9
EBITDA 25.9 24.9 20.1 0.0 13.3
EBIT 60.4 42.7 48.3 -7.8 23.0
Pre-tax income 1.8 93.4 NM -21.9 8.6
Net income -6.2 72.1 94.8 -23.8 8.5
Adj. netincome -16.0 21.3 50.4 -6.3 7.6

NM: not meaningful; NA: not available; Neg.: negative; A: actual; E: estimates; 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

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

B Neither the analyst nor any person closely associated with the analyst serves as an officer, director or advisory board member of the
company.

B The analyst named in the document is a member of AIAF.

B The analyst named in this document is not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Intesa
Sanpaolo IMI Securities Corp. Accordingly, the analyst may not be subject to FINRA Rule 2241 or FINRA Rule 2242 as applicable with
respect to communications with a subject company, public appearances and trading securities in a personal account.

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

B Theresearch department supervisors do not have a financial interest in the securities of the company.

This research has been prepared by Intesa Sanpaolo SpA, and is distributed by Intesa Sanpaolo SpA, Intesa Sanpaolo SpA-London Branch (a memiber
of the London Stock Exchange) and Intesa Sanpaolo IMI Securities Corp. (a member of the NYSE and FINRA). Intesa Sanpaolo SpA accepts full
responsibility for the contents of this report and also reserves the right to issue this document to its own clients. Intesa Sanpaolo SpA is authorised by the
Banca d'ltalia and is regulated by the Financial Services Authority in the conduct of designated investment business in the UK and by the SEC for the
conduct of US business.

Opinions and estimates in this research are as at the date of this material and are subject to change without noftice to the recipient. Information and
opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to their accuracy or comrectness. Past
performance is not a guarantee of future resulfs. The investments and strategies discussed in this research may not be suitable for all investors. If you
are in any doubt you should consult your investment advisor.

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase or sale of any
financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgment. No Intesa Sanpaolo SpA entity accepts
any liability whatsoever for any direct, consequential or indirect loss arising from any use of material contained in this report. This document may only
be reproduced or published with the name of Intesa Sanpaolo SpA.

Member companies of the Intesa Sanpaolo Banking Group, or their directors and/or representatives and/or employees and/or persons closely
associated with them, may have a long or short position in any securities mentioned at any time, and may make a purchase and/or sale, or offer fo
make a purchase and/or sale, of any of the securities from time to time in the open market or otherwise.

This document has been prepared and issued for, and thereof is infended for use by, MIFID Il eligible counterparties/professional clients (other than
elective professional clients) or otherwise by market professionals or institutional investors only, who are financially sophisticated and capable of
evaluating investment risks independently, both in general and with regard to particular fransactions and investment strategies.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their independent financial advisor for
any necessary explanation of the contents thereof.

Persons and residents in the UK: This document is not for distrioution in the United Kingdom to persons who would be defined as private customers
under rules of the Financial Conduct Authority.

CH: This information is an advertisement in relation to the issuer/issuers' shares and is not a prospectus pursuant to the Swiss Financial Services Act
("FinSA") and no such prospectus has been or will be prepared for or in connection with the offering of the issuers' shares. This information does not
constitute an offer to sell nor a solicitation to buy the issuer/issuers' shares. The issuer/issuers' shares may not be publicly offered, directly or indirectly, in
Switzerland within the meaning of the FinSA and no application has or will be made to admit the issuer/issuers' shares to trading on any trading venue
(exchange or multilateral trading facility) in Switzerland. Neither this information nor any other offering or marketing material relating to the issuers' shares
may be publicly distributed or otherwise made publicly available in Switzerland.

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 Intesa Sanpaolo IMI Securities Corp. in the US (see
contact details below). Intesa Sanpaolo SpA issues and circulates research to Major Institutional Investors in the USA only through Intesa Sanpaolo IMI
Securities Corp., 1 Wiliam Street, New York, NY 10004, USA, Tel: (1) 212 326 1230.

Inducements in relation to research

This document has been prepared and issued for, and thereof is intended for use by, MIFID 2 eligible counterparties/professional clients (other than

elective professional clients) or otherwise by market professionals or institutional investors only, who are financially sophisticated and capable of

evaluating investment risks independently, both in general and with regard to specific fransactions and investment strategies.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their independent financial advisor for

any necessary explanation of the contents thereof. Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qualified

as an acceptable minor non-monetary benefit as it is:

W Wiitten material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the
company, or where the third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis
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(Specidlist/Corporate Broker/Listing Agent contract), provided that the relationship is clearly disclosed in the material and that the material is made
available at the same fime fo any investment firms wishing to receive it or to the general public - Delegated Directive(EU) 2017/593 - art. 12
paragraph 3.

Distribution Method

This document is for the exclusive use of the person to whom it is delivered by Intesa Sanpaolo SpA 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 Intesa Sanpaolo SpA. 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 Infesa Sanpaolo SpA.
Persons who receive this document are obliged to comply with the above indications.

Research qualified as a minor non-monetary benefit pursuant to provisions of Delegated Directive (EUR) 2017/593 is freely available on the IMI
Corporate & Investment Banking Division web site (www.imi.intesasanpaolo.com); all other research is available by contacting your sales
representative.

Coverage policy and frequency of research reports

The list of companies covered by the Intesa Sanpaolo SpA 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 Intesa Sanpaolo SpA acts as listing agent 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 o the most recent
company report published by Intesa Sanpaolo SpA Research Department for a full analysis of valuation methodology, eamings assumptions and risks.
In the Equity Daily and Weekly Preview reports the Intesa Sanpaolo SpA 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).

Valuation methodology (long-term horizon: 12M)

The Intesa Sanpaolo SpA 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, retum on allocated capital, asset-based valuation method, sum-of-the-parts, and multiples-based models (for
example P/E, P/BV, P/CF, EV/Sales, EV/EBITDA, EV/EBIT, etc.). The financial analysts use the above valuation methods alternatively and/or jointly af 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 (i.e. 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)

From 22 November 2024, in its recommendations, Intesa Sanpaolo SpA uses a relative rating system on a 12M horizon, whose key is reported below.
Intesa Sanpaolo SpA investment ratings reflect the analyst's/analyst’s team assessment of the stock’s total return (the upside or downside differential
between the current share price and the target price plus projected dividend yield in a 12M view) as well as its attractiveness for investment relative
to other stocks within its coverage cluster.

A stock’s coverage cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common industry, sector or other
classification. The list of all stocks in each coverage cluster is available on request.

Equity Rating Key (long-term horizon: 12M)

Long-term rating Definition

BUY BUY stocks are expected to have a total return of at least 10% and are considered the most attractive stocks in
the analyst’s/analyst’s team cluster in a 12M period.

NEUTRAL NEUTRAL stocks are expected to have a total return of at least 0% and are less attractive stocks than BUY rated
stocks in the analyst’s/analyst’s team cluster in a 12M period.

UNDERPERFORM UNDERPERFORM stocks are the least attractive in a coverage cluster in a 12M period.

RATING SUSPENDED  The investment rating and target price for this stock have been suspended as there is not a sufficient fundamental
basis to determine an investment rating or target price. The previous investment rating and target price, if any,
are no longer in effect for this stock.

NO RATING (NR) The company is or may be covered by the Intesa Sanpaolo SpA Research Department but no ratfing or target
price is assigned either voluntarily or to comply with applicable regulations and/or firm policies in certain
circumstances.

TENDER SHARES (TS)  We advise investors to tender the shares to the offer.

TARGET PRICE The market price that the analyst believes the share may reach within a 12M time horizon.

MARKET PRICE Closing price on day prior o issue date of the report, as indicated on the first page, except where otherwise
indicated.

Note Intesa Sanpaolo SpA assigns ratings to stocks as outlined above on a 12M horizon based on a number of

fundamental drivers including among others, updates to earnings and valuation models. Exceptions to the bands
above may occur during specific periods of market, sector or stock volatility or in special situations. Short-term
price movements alone do not imply a reassessment of the rating by the analyst.

Important Note: The current rating system has been in place since 22 November 2024. On 7 April 2025, the rating names were subsequently updated
fo BUY (previously BUY), NEUTRAL (previously HOLD) and UNDERPERFORM (previously SELL) on an unchanged rating methodology. Please refer to the
ISP Equity Rating informative note of 22 November, subsequently updated on 7 April 2025, for further details at the following link:
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https://group.infesasanpaolo.com/it/research/equity—credit-research. Infesa Sanpaolo SpA had previously used an absolute rating system based on
the following ratings: BUY (if the target price is 10% higher than the market price), HOLD (if the target price is in the range 10% below or 10% above the
market price), SELL (if the target price is 10% lower than the market price). After 22 November 2024, analysts review and assign rafings on their coverage
according fo the rating system presented above. For additional details about the old ratfing system, please access research reports dated prior to 22
November at https://cardea.intesasanpaolo.com/homepage/#/public or contact the Research Department.

Historical recommendations and target price trends (long-term horizon: 3Y)

The 3Y rating and target price history chart(s) for the companies cumrently under our coverage can also be found at the Intesa Sanpaolo SpA
website/Research/Regulatory disclosures: hitps://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/tp-and-rating-history—12-months-.

Avio:

Target price and market price trend (-3Y) Historical recommendations and target price trend (-3Y)
70.00 Date Rating TP (EUR) Mkt Price (EUR)
50.00 11-Nov-25 BUY 49.5 32.9
40.00 08-Oct-25 BUY 66.5 64.6
30.00 05-Aug-25 BUY 34.5 33.9
20.00 16-Jun-25 BUY 22.0 21.2
10.00 21-Mar-25 NEUTRAL 19.1 17.5
0.00 ‘ ‘ ‘ 20-Sep-24 BUY 14.3 12.3
o zeo i« (L:)Oq’%eQ%;@O%:\o ﬁovﬁeo"”z@oﬁ& @‘Lb 11-Apr-24 HOLD 1.4 10.0
AVIO-IT Target Price 29-Sep-23 HOLD 9.1 8.1

Important Note: On 7 April 2025, Intesa Sanpaolo SpA renamed the following terms of its rating key: BUY (previously BUY); NEUTRAL (previously
HOLD) and UNDERPERFORM (previously SELL); the rating key methodology behind the ratfings assigned remains unchanged (see section above).

Equity rating allocations (long-term horizon: 12M)
Intesa Sanpaolo SpA Research Dept. Rating Distribution (at July 2026)

Number of companies considered: 184 BUY NEUTRAL (PREV. HOLD)  UNDERPERFORM (PREV. SELL)
Total Equity Research Coverage relating to last rating (%)* 63 34 3
of which Intesa Sanpaolo SpA Clients (%)** 56 49 17

* Last rating refers to rating as at end of the previous quarter; ** Companies on behalf of whom Intesa Sanpaolo SpA and the other companies of the Intesa Sanpaolo Banking Group
have provided corporate and Investment banking services in the last 12 months; percentage of clients in each rating category

Equity Research Publications in Last 12M

The list of all recommendations on any financial instrument or issuer produced by Intesa Sanpaolo SpA Research Deparfment and
dlsTnbuTed durlng the precedmg 12-month period is ovculoble on the Intesa Sonpoolo SpA website at the foIIowmg oddress

Our Mid Corporate Deflnlhon

Italy is characterised by a large number of non-listed and listed micro, small and medium-sized companies. Looking at the revenues of these Italian
companies, around 5,000 companies eligible for listing have revenues below EUR 1,500M based on Intesa Sanpaolo SpA elaborations. We define
these companies as ‘Mid Corporate’. Looking more specifically at ltalian listed companies, we include in our Mid Corporate segment all STAR
companies and those with a market capitalisation of around EUR 1Bn.

Company-specific disclosures

Intesa Sanpaolo SpA and the other companies belonging to the Intesa Sanpaolo Banking Group (hereafter the “Intesa Sanpaolo Banking Group”)
have adopted written guidelines "Organisational, Management and Control Model” pursuant to Legislative Decree 8 June 2001 no. 231 (available at
the Intesa Sanpaolo SpA website, https://group.intesasanpaolo.com/en/govemnance/leg-decree-231-2001) setting forth practices and procedures,
in accordance with applicable regulations by the competent ltalian authorities and best international practice, including those known as Information
Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the misuse of such information and to prevent any
conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking Group, which may adversely affect the interests of the customer in
accordance with current regulations.

In particular, the description of the measures taken to manage inferest and conflicts of interest — related to Articles 5 and 6 of the Commission
Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parlioment and of the Council
with regard fo regulatory technical standards for the fechnical amrangements for objective presentation of investment recommendations or other
information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of conflicts of inferest as
subsequently amended and supplemented, the FINRA Rules 2241 and 2242 as applicable, as well as the Financial Conduct Authority Conduct of
Business Sourcebook rules COBS 12.4 - between the Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies,
and referred to in research products produced by analysts at Intesa Sanpaolo SpA is available in the "Rules for Research " and in the extract of the
"Corporate model on the management of inside information and conflicts of interest” published on the welbsite of Intesa Sanpaolo SpA webpage:
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures.

At the Intesa Sanpaolo SpA website, webpage https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-
group-s-conflicts-of-inferest you can find the archive of disclosure of interests or conflicts of interest of the Intesa Sanpaolo Banking Group in compliance
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with the applicable laws and regulations. The conflicts of interest published on the inferet site are updated to at least the day before the publishing
date of this report. Furthermore, we disclose the following information on the Intesa Sanpaolo Banking Group's conflicts of interest.

WM One ormore of the companies of the Intesa Sanpaolo Banking Group trades or may trade as principal in the securities (or in related derivatives)
that are the subject of this report

One or more of the companies of the Intesa Sanpaolo Banking Group plan to solicit investment banking business or infends fo seek
compensation from Avio in the next three months

Intesa Sanpaolo SpA acts as Specialist relative to securities issued by Avio

One or more of the companies of the Intesa Sanpaolo Banking Group have been lead manager or co-lead manager over the previous
12 months of any publicly disclosed offer of financial instruments of Avio
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