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What's it all about?

About You (AY) and Zalando have entered into a definitive business combination
agreement, with Zalando offering EUR 6.50 per share, a 107% premium to AY's three-
month volume-weighted average price. This corresponds to a purchase price of roughly
EUR 1.1bn. The merger aims to leverage a dual-brand strategy, combining Zalando’s
premium brand positioning with AY’s trend-focused, younger audience appeal, while
enhancing B2B capabilities through complementary platforms like SCAYLE and ZEOS.
The potential synergies in areas like logistics, payments, and B2B platforms offer
attractive opportunities that could enhance long-term profitability once the acquisition
is completed. Still conservatively, we upgrade our estimates and increase our PT to EUR
37.00 (old: EUR 33.00). Due to the positive share price performance in the past weeks,
we change our rating from BUY to HOLD.
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Zalando - About You deal: Consolidating fashion e-commerce

Zalando to acquire AY. About You (AY) and Zalando have entered into a definitive
business combination agreement under which Zalando intends to submit a voluntary
public tender offer to acquire up to 100% of AY's share capital. The offer price is EUR
6.50 per share, which corresponds to a purchase price of c. EUR 1.1bn. This
represents a 107% premium to AY's three-month volume-weighted average share
price as of December 10, 2024. Major shareholders, including the Otto Group, Otto
Family, HEARTLAND, and AY’s management, have committed to selling approximately
73% of AY’s share capital to Zalando. The transaction is expected to close in the
summer of 2025, pending regulatory approvals.

Strategic goals. Zalando aims to implement a dual-brand strategy in the B2C
segment, maintaining the distinct identities of Zalando and About You while offering
tailored shopping experiences for their respective audiences. Zalando will focus on
premium brand selections and personalized shopping for its 50 million customers,
while AY will continue to target younger, style-conscious consumers with interactive
and trend-focused offerings. In the B2B segment, AY's SCAYLE software will
complement Zalando’s ZEOS platform to create a unified operating system for
managing multi-channel e-commerce across Europe. With these strategic initiatives
Zalando intends to strengthen its position to gain share in the EUR 450bn European
fashion market over the long-term.

Synergies expected. The combination of the two companies is expected to generate
significant synergies in logistics, payments, and commercial collaborations, with
targeted incremental EBIT improvements of EUR 100m annually. Zalando’s medium-
term financial goals include a 2023-28 CAGR in GMV and revenue of 5-10%, with an
adjusted EBIT margin of 6-8% by that year. Further, AY’'s SCAYLE unit and Zalando’s
Tradebyte software will expand the group’s ability to offer comprehensive B2B
solutions. This merger positions the combined entity for increased profitability and
scale in the European e-commerce market.

- continued next page -
Zalando SE 2021 2022 2023 2024E 2025E 2026E
Sales 10,354 10,345 10,143 10,549 11,815 12,996
Growth yoy 29.7% -0.1% -1.9% 4.0% 12.0% 10.0%
EBITDA 660 376 511 729 818 893
EBIT 425 81 191 359 473 546
Net profit 235 17 83 219 298 350
Net debt (net cash) -763 -387 -792 -1,291 -1,690 -2,149
Net debt/EBITDA -1.2x -1.0x -1.5x -1.8x -2.1x -2.4x
EPS reported 0.91 0.07 0.32 0.84 1.15 1.35
DPS 0.00 0.00 0.00 0.00 0.00 0.00
Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Gross profit margin 41.8% 39.2% 38.7% 40.2% 40.8% 41.0%
EBITDA margin 6.4% 3.6% 5.0% 6.9% 6.9% 6.9%
EBIT margin 4.1% 0.8% 1.9% 3.4% 4.0% 4.2%
ROCE 10.9% 2.0% 4.3% 8.2% 10.0% 11.4%
EV/EBITDA 12.6x 23.1x 16.2x 10.7x 9.0x 7.8x
EV/EBIT 19.6x 107.4x 43.5x 21.7x 15.7x 12.7x
PER 38.4x 537.1x 109.5x 41.6x 30.5x 26.0x
FCF yield 6.8% 5.1% 10.4% 4.8% 4.6% 5.6%

Source: Company data, mwb research
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High/low 52 weeks 35.87/15.95
Price/Book Ratio 3.8x
Ticker / Symbols
ISIN DEOOOZAL1111
WKN ZAL111
Bloomberg ZAL:GR
Changes in estimates
| sales EBIT| EPS|
2024E  old 10,549 359 0.84
A 0.0%  00%  0.0%
2025E  old 11,234 449 1.09
A 5.2% 52%  58%
2026E old 12,021 505 1.24
A 81%  81%  89%

Key share data

Number of shares: (inm pcs)  259.70
Book value per share: (in EUR) 9.14
@ trading vol.: (12 months) 1,317,101
Major shareholders

Anders Holch Povlsen 10.1%
BlackRock 5.5%
Founders 51%
Free Float 67.8%

Company description

Zalando is an online platform for
fashion and lifestyle that was founded in
2008. With its fashion store, Zalando
offers clothing, footwear, accessories
and beauty products. The company is
active in a multitude of business areas
such as online retailing, private labels,
shopping clubs and style consulting.
The company is also offering e-
commerce-related services to third
party brands.
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AY’s management stays on board. AY’s founders—Sebastian Betz, Tarek Milller, and
Hannes Wiese—will remain in their leadership roles within the combined group,
which is also expected to facilitate seamless integration.

Bidding war unlikely. With Zooplus (2021) as an example of a bidding war, some
market participants may draw parallels and speculate about the potential for a
competing offer. However, we believe the likelihood of a third party stepping in with
a higher bid for About You is low. Approximately 73% of AY's shares are already
committed to Zalando through binding agreements with major shareholders, leaving
limited room for competition. Moreover, Zalando's offer includes a substantial 107%
premium to the three-month VWAP. Finally, the transaction’s strong strategic
alignment and expected synergies in both B2C and B2B operations make Zalando’s
proposal particularly compelling, setting a high bar for any potential rival bid.

Conclusion: In our view, the acquisition of About You is a strategically sound move
for Zalando, expanding its reach to younger, trend-driven customer groups and
enhancing its B2B offerings. The distinct business models, dual-brand strategy, and
complementary nature of the companies’ offerings reduce the likelihood of
significant alterations to the deal by regulators. Zalando’s robust cash position of
EUR 2.4bn as of the end of Q3 suggests it can comfortably finance the EUR 1.1bn
acquisition. While our current model does not yet reflect the potential synergies
from the deal, areas like logistics, payments, and B2B platforms offer attractive
opportunities that could enhance long-term profitability once the acquisition is
completed. Still conservatively, we upgrade our estimates and increase our PT to
EUR 37.00 (old: EUR 33.00). Due to the positive share price performance in the past
weeks, we change our rating from BUY to HOLD.

The following table displays the quarterly performance of Zalando SE.

I mwb research

pal data Q42022 Q12023 Q22023 Q32023 Q4 2023 Q12024 Q2 2024 Q3 2024
Sales 3,167.6 2,255.6 2,556.3 2,274.9 3,056.2 2,241.4 2,643.2 2,388.5
yoy growth in % 2.2% 2.3% -2.5% -3.2% -3.5% -0.6% 3.4% 5.0%
Gross profit 1,208.0 854.5 1,037.5 834.7 1,203.6 856.8 1,099.1 971.7
Gross margin in % 38.1% 37.9% 40.6% 36.7% 39.4% 38.2% 41.6% 40.7%
EBITDA 188.5 54.6 190.8 74.1 2432 83.1 232.5 153.7
EBITDA margin in % 6.0% 2.4% 7.5% 3.3% 8.0% 3.7% 8.8% 6.4%
EBIT 95.3 227 114.9 -20.1 156.6 0.4 154.7 69.5
EBIT margin in % 3.0% -1.0% 4.5% -0.9% 5.1% 0.0% 5.9% 2.9%
EBT 108.2 -51.7 83.3 21.7 143.0 -12.3 148.0 56.8
taxes paid 8.7 132 26.7 135 70.0 3.4 52.3 12.5
tax rate in % 8.0% 25.5% 32.1% 62.2% 49.0% 27.6% 35.3% 22.0%
net profit 99.5 -38.5 56.6 -8.2 73.0 -8.9 95.7 443
yoy growth in % 13.1% -37.2% 304.3% -76.8% -26.6% -76.9% 69.1% -640.2%
EPS 0.38 -0.15 0.22 -0.03 0.28 -0.03 0.37 0.17

Source: Company data; mwb research
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Investment case in six charts
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Source: Company data; mwb research
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Valuation

DCF Model
The DCF model results in a fair value of EUR 37.35 per share:

Top-line growth: We expect Zalando SE to grow revenues at a CAGR of 5.6%
between 2024E and 2031E. The long-term growth rate is set at 2.0%.

ROCE. Returns on capital are developing from 8.2% in 2024E to 14.0% in 2031E.

WACC. Starting point is a historical equity beta of 1.55. Unleverering and correcting
for mean reversion yields an asset beta of 1.30. Combined with a risk-free rate of
2.0% and an equity risk premium of 6.0% this yields cost of equity of 12.7%. With
pre-tax cost of borrowing at 5.0%, a tax rate of 25% and target debt/equity of 0.5 this
results in a long-term WACC of 9.7%.

2o 2024E  2025E  2026E  2027E  2028E  2029E 2030E 2031 Terminal
(except per share data and beta) value
NOPAT 251 331 382 506 634 698 712 727
Depreciation & amortization 371 346 347 355 366 378 390 401
Change in working capital 124 141 80 31 10 -8 7 -2
Chg. in long-term provisions 7 21 20 15 12 5 5 5
Capex -222 -307 -338 -362 -380 -387 -395 -403
Cash flow 531 432 492 546 641 686 720 729 9,631
Present value 528 392 407 412 441 430 411 379 5,009
WACC 9.7% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7%
Planning horizon avg. revenue growth (2024E-2031E) 5.6%
Total present value 8,409 Terminal value growth (2031E - infinity) 2.0%
Mid-year adj. total present value 8,807 Terminal year ROCE 14.0%
Net debt / cash at start of year -792 Terminal year WACC 9.7%
Financial assets 102
Provisions and offb/s debt ne
Equity value 9,701 Cost of borrowing (before taxes) 5.0%
No. of shares outstanding 259.7 Long-term tax rate 25%
Equity beta 1.55
Discounted cash flow / share 37.35 Unlevered beta (industry or company) 1.30
upside/(downside) 6.8% Target debt / equity 0.5
Relevered beta 1.78
Risk-free rate 2.0%
Equity risk premium 6.0%
Share price 34.99 Cost of equity 12.7%
Long term growth Share of present value
&) 1.0% 1.5% 2.0% 2.5% 3.0%
2 - 2.0% 29.3 29.9 30.7 31.6 325 2024E-2027E 20.7%
z fg 1.0% 31.8 32.7 33.6 34.8 36.0 2028E-2031E 19.8%
2 0.0% 34.9 36.0 38.9 406 terminal value 59.6%
- -1.0% 38.8 40.4 42.2 44.3 46.8
© -2.0% 43.9 46.1 48.7 51.8 55.6

Source: mwb research
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FCF Yield Model

Due to the fact that companies rarely bear sufficient resemblance to peers in terms
of geographical exposure, size or competitive strength and in order to adjust for the
pitfalls of weak long-term visibility, an Adjusted Free Cash Flow analysis (Adjusted
FCF) has been conducted.

The adjusted Free Cash Flow Yield results in a fair value between EUR 24.62 per
share based on 2024E and EUR 51.65 per share on 2028E estimates.

The main driver of this model is the level of return available to a controlling investor,
influenced by the cost of that investors’ capital (opportunity costs) and the purchase
price — in this case the enterprise value of the company. Here, the adjusted FCF yield
is used as a proxy for the required return and is defined as EBITDA less minority
interest, taxes and investments required to maintain existing assets (maintenance
capex).

FCF yield in EURm

EBITDA 729 818 893 1,078 1,271
- Maintenance capex 286 285 291 300 311
- Minorities 0 0 0 0 0
- tax expenses 94 128 150 203 258
= Adjusted FCF 350 406 453 575 703
Actual Market Cap 9,234 9,234 9,234 9,234 9,234
+ Net debt (cash) -1,291 -1,690 -2,149 -2,663 -3,272
+ Pension provisions 0 0 0 0 0
+ Off b/s financing 0 0 0 0 0
- Financial assets 102 102 102 102 102
- Acc. dividend payments 0 0 0 0 0
EV Reconciliations -1,392 -1,792 -2,251 -2,764 -3,373
= Actual EV' 7,842 7,443 6,983 6,470 5,861
Adjusted FCF yield 4.5% 5.5% 6.5% 8.9% 12.0%
base hurdle rate 7.0% 7.0% 7.0% 7.0% 7.0%
ESG adjustment 0.0% 0.0% 0.0% 0.0% 0.0%
adjusted hurdle rate 7.0% 7.0% 7.0% 7.0% 7.0%
Fair EV 5,002 5,795 6,464 8,216 10,041
- EV Reconciliations -1,392 -1,792 -2,251 -2,764 -3,373
Fair Market Cap 6,395 7,587 8,715 10,981 13,414
No. of shares (million) 260 260 260 260 260
Fair value per share in EUR 24.62 29.21 33.56 42.28 51.65
Premium (-) / discount (+) -29.6% -16.5% -4.1% 20.8% 47.6%

5.0% 32 38 44 55 67
Adjuste 6.0% 28 33 38 48 58
d hurdle 7.0% 25 29 34 42 52
rate 8.0% 22 26 30 38 47

9.0% 20 24 28 35 43

Source: Company data; mwb research

Simply put, the model assumes that investors require companies to generate a
minimum return on the investor's purchase price. The required after-tax return
equals the model's hurdle rate of 7.0%. Anything less suggests the stock is
expensive; anything more suggests the stock is cheap. ESG adjustments might be
applicable. A high score indicates high awareness for environmental, social or
governance issues and thus might lower the overall risk an investment in the
company might carry. A low score on the contrary might increase the risk of an
investment and might therefore trigger a higher required hurdle rate.
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Peer group analysis

A peer group or comparable company (“comps”) analysis is a methodology that
calculates a company's relative value — how much it should be worth based on how
it compares to other similar companies. Given that Zalando SE differs quite
significantly in terms of size, focus, financial health and growth trajectory, we regard
our peer group analysis merely as a support for other valuation methods. The peer
group of Zalando SE consists of the stocks displayed in the graphs below. As of 12
December 2024 the median market cap of the peer group was EUR 1,206m,
compared to EUR 9,087m for Zalando SE. In the period under review, the peer group
was less profitable than Zalando SE. The expectations for sales growth are lower
for the peer group than for Zalando SE.

Peer Group — Key data

30%
25%
20%
® [
15%
10%
° b s
5% .
3 ° ---
0% e
-
5% ®
1% EBITDA EBITDA
MarketCap . . margin | EBIT margin EBIT margin Sales CAGR
12-Dec-24 (EURm) 2054 5035 2024 2025  2023-2026
® ABOUT YOU Holding SE 1,206 1.4% 2.8% 2.1% -0.5% 6.7%
» ASOS plc 581 2.8% 5.0% 27% -0.6% -4.9%
Industria de Diseno Textil, S.A. 155,552 27.6% 27.8% 19.5% 19.8% 8.1%
«HEM Hennes & Mauritz AB Class B 19,313 16.8% 17.6% 7.4% 8.3% 2.2%
boohoo group Plc 587 3.5% 41% -4.0% -1.6% 0.4%
Zalando SE 9,234 6.9% 6.9% 3.4% 4.0% 43%
—Peer Group Median 1,206 3.5% 5.0% 2.1% -0.5% 2.2%

Source: FactSet, mwb research

Comparable company analysis operates under the assumption that similar
companies will have similar valuation multiples. We use the following multiples:
EV/EBITDA 2024, EV/EBITDA 2025, EV/EBIT 2024, EV/EBIT 2025, P/E 2024 and P/E
2025.

Applying these to Zalando SE results in a range of fair values from EUR 20.13 to
EUR 43.19.
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Risk

The chart displays the distribution of daily returns of Zalando SE over the last 3
years, compared to the same distribution for ABOUT YOU Holding SE. We have also
included the distribution for the index Germany DAX (TR). The distribution gives a
better understanding of risk than measures like volatility, which assume that log
returns are normally distributed. In reality, they are skewed (down moves are larger)
and have fat tails (large moves occur more often than predicted). Also, volatility
treats up and down moves the same, while investors are more worried about down
moves. For Zalando SE, the worst day during the past 3 years was 16/06/2022 with
a share price decline of -12.4%. The best day was 13/03/2024 when the share price
increased by 18.9%.

Risk — Daily Returns Distribution (trailing 3 years)
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Source: FactSet, mwb research
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Financials in six charts
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Sales vs. EBITDA margin development

EPS, DPS in EUR & yoy EPS growth
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Source: Company data; mwb research
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Profit and loss (EURm) 2021 2022 2023 2024E 2025E 2026E
Sales 10,354 10,345 10,143 10,549 11,815 12,996
Sales growth 29.7% -0.1% -1.9% 4.0% 12.0% 10.0%
Cost of sales 6,028 6,289 6,213 6,308 6,994 7,668
Gross profit 4,326 4,056 3,930 4,241 4,820 5,328
SG&A expenses 3,923 3,988 3,702 3,850 4,312 4,744
Research and development 0 0 0 0 0 0
Other operating expenses (income) -21 -13 38 32 35 39
EBITDA 660 376 511 729 818 893
Depreciation 171 221 240 286 285 291
EBITA 490 156 271 444 534 602
Amortisation of goodwill and intangible assets 65 75 80 85 61 56
EBIT 425 81 191 359 473 546
Financial result -70 -42 -38 -46 -46 -46
Recurring pretax income from continuing operations 354 39 153 312 426 499
Extraordinary income/loss 0 0 0 0 0 0
Earnings before taxes 354 39 153 312 426 499
Taxes 120 22 70 94 128 150
Net income from continuing operations 235 17 83 219 298 350
Result from discontinued operations (net of tax) 0 0 0 0 0 0
Net income 235 17 83 219 298 350
Minority interest -0 0 0 0 0 0
Net profit (reported) 235 17 83 219 298 350
Average number of shares 257.60 257.90 259.70 259.70 259.70 259.70
EPS reported 0.91 0.07 0.32 0.84 1.15 1.35
Profit and loss (common size) 2023 2024E 2025E 2026E
Sales 100% 100% 100% 100% 100% 100%
Cost of sales 58% 61% 61% 60% 59% 59%
Gross profit 42% 39% 39% 40% 41% 41%
SG&A expenses 38% 39% 36% 37% 36% 37%
Research and development 0% 0% 0% 0% 0% 0%
Other operating expenses (income) -0% -0% 0% 0% 0% 0%
EBITDA 6% 4% 5% 7% 7% 7%
Depreciation 2% 2% 2% 3% 2% 2%
EBITA 5% 2% 3% 4% 5% 5%
Amortisation of goodwill and intangible assets 1% 1% 1% 1% 1% 0%
EBIT 4% 1% 2% 3% 4% 4%
Financial result -1% -0% -0% -0% -0% -0%
Recurring pretax income from continuing operations 3% 0% 2% 3% 4% 4%
Extraordinary income/loss 0% 0% 0% 0% 0% 0%
Earnings before taxes 3% 0% 2% 3% 4% 4%
Taxes 1% 0% 1% 1% 1% 1%
Net income from continuing operations 2% 0% 1% 2% 3% 3%
Result from discontinued operations (net of tax) 0% 0% 0% 0% 0% 0%
Net income 2% 0% 1% 2% 3% 3%
Minority interest -0% 0% 0% 0% 0% 0%
Net profit (reported) 2% 0% 1% 2% 3% 3%

Source: Company data; mwb research
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Balance sheet (EURm) 2021 2022 2023 2024E 2025E 2026E
Intangible assets (exl. Goodwill) 207 277 262 187 174 169
Goodwill 56 137 137 137 137 137
Property, plant and equipment 1,544 1,825 2,040 1,965 1,940 1,935
Financial assets 95 103 102 102 102 102
FIXED ASSETS 1,901 2,342 2,541 2,391 2,353 2,343
Inventories 1,547 1,810 1,441 1,383 1,533 1,681
Accounts receivable 727 913 899 867 971 1,061
Other current assets 215 227 97 97 97 97
Liquid assets 2,338 2,103 2,644 2,907 3,307 3,479
Deferred taxes 0 0 0 0 0 0
Deferred charges and prepaid expenses 168 231 168 175 196 215
CURRENT ASSETS 4,996 5,284 5,249 5,429 6,104 6,533
TOTAL ASSETS 6,897 7,626 7,790 7,820 8,456 8,876
SHAREHOLDERS EQUITY 2,219 2,199 2,373 2,592 2,890 3,240
MINORITY INTEREST -0 0 0 0 0 0
Long-term debt 1,474 1,587 1,719 1,487 1,487 1,200
Provisions for pensions and similar obligations 0 0 0 0 0 0
Other provisions 107 173 171 178 199 219
Non-current liabilities 1,581 1,760 1,890 1,665 1,686 1,419
short-term liabilities to banks 101 130 132 130 130 130
Accounts payable 2,437 2,934 2,782 2,800 3,047 3,319
Advance payments received on orders 41 49 48 50 56 62
Other liabilities (incl. from lease and rental contracts) 258 483 509 529 593 652
Deferred taxes 34 71 55 55 55 55
Deferred income 227 0 0 0 0 0
Current liabilities 3,098 3,667 3,526 3,564 3,880 4,218
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 6,897 7,626 7,790 7,820 8,456 8,876
Balance sheet (common size) 2021 2022 2023 2024E 2025E 2026E
Intangible assets (excl. Goodwill) 3% 4% 3% 2% 2% 2%
Goodwill 1% 2% 2% 2% 2% 2%
Property, plant and equipment 22% 24% 26% 25% 23% 22%
Financial assets 1% 1% 1% 1% 1% 1%
FIXED ASSETS 28% 31% 33% 31% 28% 26%
Inventories 22% 24% 18% 18% 18% 19%
Accounts receivable 11% 12% 12% 11% 11% 12%
Other current assets 3% 3% 1% 1% 1% 1%
Liquid assets 34% 28% 34% 37% 39% 39%
Deferred taxes 0% 0% 0% 0% 0% 0%
Deferred charges and prepaid expenses 2% 3% 2% 2% 2% 2%
CURRENT ASSETS 72% 69% 67% 69% 72% 74%
TOTAL ASSETS 100% 100% 100% 100% 100% 100%
SHAREHOLDERS EQUITY 32% 29% 30% 33% 34% 36%
MINORITY INTEREST -0% 0% 0% 0% 0% 0%
Long-term debt 21% 21% 22% 19% 18% 14%
Provisions for pensions and similar obligations 0% 0% 0% 0% 0% 0%
Other provisions 2% 2% 2% 2% 2% 2%
Non-current liabilities 23% 23% 24% 21% 20% 16%
short-term liabilities to banks 1% 2% 2% 2% 2% 1%
Accounts payable 35% 38% 36% 36% 36% 37%
Advance payments received on orders 1% 1% 1% 1% 1% 1%
Other liabilities (incl. from lease and rental contracts) 4% 6% 7% 7% 7% 7%
Deferred taxes 0% 1% 1% 1% 1% 1%
Deferred income 3% 0% 0% 0% 0% 0%
Current liabilities 45% 48% 45% 46% 46% 48%
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 100% 100% 100% 100% 100% 100%

Source: Company data; mwb research
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Cash flow statement (EURm) 2021 2022 2023 2024E 2025E 2026E
Net profit/loss 235 17 83 219 298 350
Depreciation of fixed assets (incl. leases) 170 221 239 286 285 291
Amortisation of goodwill 0 0 0 0 0 0
Amortisation of intangible assets 65 75 80 85 61 56
Others 68 68 154 7 21 20
Cash flow from operations before changes in w/c 537 381 556 596 666 717
Increase/decrease in inventory -186 -260 369 58 -150 -148
Increase/decrease in accounts receivable -126 -170 14 32 -104 -90
Increase/decrease in accounts payable 392 490 -169 18 247 272
Increase/decrease in other w/c positions -1 19 180 16 49 45
Increase/decrease in working capital 79 79 393 124 41 80
Cash flow from operating activities 616 460 950 720 707 797
CAPEX -333 -352 -263 -222 -307 -338
Payments for acquisitions 0 -127 -6 0 0 0
Financial investments -3 3 -55 0 0 0
Income from asset disposals 0 0 4 0 0 0
Cash flow from investing activities -336 -476 -321 -222 -307 -338
Cash flow before financing 280 -16 629 499 399 459
Increase/decrease in debt position -378 -3 0 -235 0 -287
Purchase of own shares -200 -136 0 0 0 0
Capital measures 22 4 5 0 0 0
Dividends paid 0 0 0 0 0 0
Others -85 -111 -128 0 0 0
Effects of exchange rate changes on cash 4 -1 3 0 0 0
Cash flow from financing activities -636 -247 -120 -235 0 -287
Increase/decrease in liquid assets -356 -263 508 264 399 172
Liquid assets at end of period 2,288 2,025 2,533 2,797 3,196 3,368

Source: Company data; mwb research

Regional sales split (EURm)

Domestic 3,220 3,217 3,002 3,122 3,497 3,847
Europe (ex domestic) 6,927 6,921 6,938 7,215 8,081 8,889
The Americas 0 0 0 0 0 0
Asia 0 0 0 0 0 0
Rest of World 207 207 203 211 236 260
Total sales 10,354 10,345 10,143 10,549 11,815 12,996
Regional sales split (common size) 2021 2022 2023 2024E 2025E 2026E
Domestic 31.1% 31.1% 29.6% 29.6% 29.6% 29.6%
Europe (ex domestic) 66.9% 66.9% 68.4% 68.4% 68.4% 68.4%
The Americas 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Asia 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rest of World 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Total sales 100% 100% 100% 100% 100% 100%

Source: Company data; mwb research
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Ratios 2021 2022 2023 2024E 2025E 2026E
Per share data
Earnings per share reported 0.91 0.07 0.32 0.84 1.15 1.35
Cash flow per share 2.39 1.78 3.66 1.67 1.62 1.95
Book value per share 8.61 8.53 9.14 9.98 11.13 12.47
Dividend per share 0.00 0.00 0.00 0.00 0.00 0.00
Valuation
P/E 38.4x 537.1x 109.5x 41.6x 30.5x 26.0x
P/CF 14.6x 19.6x 9.6x 20.9x 21.5x 18.0x
P/BV 4.1x 4.1x 3.8x 3.5x 3.1x 2.8x
Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
FCF yield (%) 6.8% 5.1% 10.4% 4.8% 4.6% 5.6%
EV/Sales 0.8x 0.8x 0.8x 0.7x 0.6x 0.5x
EV/EBITDA 12.6x 23.1x 16.2x 10.7x 9.0x 7.8x
EV/EBIT 19.6x 107.4x 43.5x 21.7x 15.7x 12.7x
Income statement (EURm)
Sales 10,354 10,345 10,143 10,549 11,815 12,996
yoy chg in % 29.7% -0.1% -1.9% 4.0% 12.0% 10.0%
Gross profit 4,326 4,056 3,930 4,241 4,820 5,328
Gross margin in % 41.8% 39.2% 38.7% 40.2% 40.8% 41.0%
EBITDA 660 376 511 729 818 893
EBITDA margin in % 6.4% 3.6% 5.0% 6.9% 6.9% 6.9%
EBIT 425 81 191 359 473 546
EBIT margin in % 4.1% 0.8% 1.9% 3.4% 4.0% 4.2%
Net profit 235 17 83 219 298 350
Cash flow statement (EURm)
CF from operations 616 460 950 720 707 797
Capex -333 -352 -263 -222 -307 -338
Maintenance Capex 0 0 0 286 285 291
Free cash flow 283 108 686 499 399 459
Balance sheet (EURm)
Intangible assets 263 414 399 325 311 306
Tangible assets 1,544 1,825 2,040 1,965 1,940 1,935
Shareholders' equity 2,219 2,199 2,373 2,592 2,890 3,240
Pension provisions 0 0 0 0 0 0
Liabilities and provisions 1,682 1,890 2,023 1,795 1,816 1,549
Net financial debt -763 -387 -792 -1,291 -1,690 -2,149
w/c requirements -203 -261 -490 -600 -599 -639
Ratios
ROE 10.6% 0.8% 3.5% 8.4% 10.3% 10.8%
ROCE 10.9% 2.0% 4.3% 8.2% 10.0% 11.4%
Net gearing -34.4% -17.6% -33.4% -49.8% -58.5% -66.3%
Net debt / EBITDA -1.2x -1.0x -1.5x -1.8x -2.1x -2.4x

Source: Company data; mwb research
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Conflicts of interest

Disclosures regarding research publications of mwb research AG pursuant to section 85 of the German Securities Trading Act
(WpHG) and distributed in the UK under an EEA branch passport, subject to the FCA requirements on research recommendation
disclosures It is essential that any research recommendation is fairly presented and discloses interests of indicates relevant
conflicts of interest. Pursuant to section 85 of the German Securities Trading Act (WpHG) a research report has to point out
possible conflicts of interest in connection with the analyzed company. Further to this, under the FCA's rules on research
recommendations, any conflicts of interest in connection with the recommendation must be disclosed. A conflict of interest is
presumed to exist in particular if mwb research AG

M

2

®)

(4)

()

or its affiliate(s) (either in its own right or as part of a consortium) within the past twelve months, acquired the financial
instruments of the analyzed company,

has entered into an agreement on the production of the research report with the analyzed company,
or its affiliate(s) has, within the past twelve months, been party to an agreement on the provision of investment banking
services with the analyzed company or have received services or a promise of services under the term of such an

agreement,

or its affiliate(s) holds a) 5% or more of the share capital of the analyzed company, or b) the analyzed company holds 5%
or more of the share capital of mwb research AG or its affiliate(s),

or its affiliate(s) holds a net long (a) or a net short (b) position of 0.5% of the outstanding share capital of the analyzed
company or derivatives thereof,

or its affiliate(s) is a market maker or liquidity provider in the financial instruments of the issuer,

or the analyst has any other significant financial interests relating to the analyzed company such as, for example,
exercising mandates in the interest of the analyzed company or a significant conflict of interest with respect to the issuer,

The research report has been made available to the company prior to its publication. Thereafter, only factual changes
have been made to the report.

Conflicts of interest that existed at the time when this research report was published:

Company ' Disclosure \
Zalando SE
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Important disclosures

1. General Information/Liabilities This research report has been produced for the
information purposes of institutional investors only, and is not in any way a
personal recommendation, offer or solicitation to buy or sell the financial
instruments mentioned herein. The document is confidential and is made
available by mwb research AG, exclusively to selected recipients [in DE, GB, FR,
CH, US, UK, Scandinavia, and Benelux or, in individual cases, also in other
countries]. A distribution to private investors in the sense of the German
Securities Trading Act (WpHG) is excluded. It is not allowed to pass the research
report on to persons other than the intended recipient without the permission of
mwb research AG. Reproduction of this document, in whole or in part, is not
permitted without prior permission mwb research AG. All rights reserved. Under
no circumstances shall mwb research AG, any of its employees involved in the
preparation, have any liability for possible errors or incompleteness of the
information included in this research report — neither in relation to indirect or
direct nor consequential damages. Liability for damages arising either directly or
as a consequence of the use of information, opinions and estimates is also
excluded. Past performance of a financial instrument is not necessarily indicative
of future performance.

2. Responsibilities This research report was prepared by the research analyst
named on the front page (the "Producer”). The Producer is solely responsible for
the views and estimates expressed in this report. The report has been prepared
independently. The content of the research report was not influenced by the
issuer of the analyzed financial instrument at any time. It may be possible that
parts of the research report were handed out to the issuer for information
purposes prior to the publication without any major amendments

being made thereafter.

3. Organizational Requirements mwb research AG took internal organizational
and regulative precautions to avoid or accordingly disclose possible conflicts of
interest in connection with the preparation and distribution of the research report.
All members of mwb research AG involved in the preparation of the research
report are subject to internal compliance regulations. No part of the Producer’s
compensation is directly or indirectly related to the preparation of this financial
analysis. In case a research analyst or a closely related person is confronted with
a conflict of interest, the research analyst is restricted from covering this
company.

4. Information Concerning the Methods of Valuation/Update The determination
of the fair value per share, i.e. the price target, and the resultant rating is done on
the basis of the adjusted free cash flow (adj. FCF) method and on the basis of
the discounted cash flow — DCF model. Furthermore, a peer group comparison is
made. The adj. FCF method is based on the assumption that investors purchase
assets only at a price (enterprise value) at which the operating cash flow return
after taxes on this investment exceeds their opportunity costs in the form of a
hurdle rate. The operating cash flow is calculated as EBITDA less maintenance
capex and taxes. Within the framework of the DCF approach, the future free cash
flows are calculated initially on the basis of a fictitious capital structure of 100%
equity, i.e. interest and repayments on debt capital are not factored in initially.
The adjustment towards the actual capital structure is done by discounting the
calculated free cash flows with the weighted average cost of capital (WACC),
which takes into account both the cost of equity capital and the cost of debt.
After discounting, the calculated total enterprise value is reduced by the interest-
bearing debt capital in order to arrive at the equity value. Detailed information on
the valuation principles and methods used and the underlying assumptions can
be found at https://www.mwb.-research.com.

mwb research AG uses the following three-step rating system for the analyzed
companies:

. Speculative (Spec.) BUY: Sustainable upside potential of more than 25%
within 12 months, above average risk

. BUY: Sustainable upside potential of more than 10% within 12 months
. SELL: Sustainable downside potential of more than 10% within 12 months.
. HOLD: Upside/downside potential is limited. No immediate catalyst visible.

NB: The ratings of mwb research AG are not based on a performance that is
expected to be “relative” to the market.

I mwb research

The decision on the choice of the financial instruments analyzed in this document
was solely made by mwb research AG. The opinions and estimates in this
research report are subject to change without notice. It is within the discretion of
mwb research AG whether and when it publishes an update to this research
report, but in general updates are created on a regular basis, after 6 months at
the latest. A sensitivity analysis is included and published in company’s initial
studies.

5. Date and time of first publication of this financial analysis
12-Dec-24 12:46:52

6. Risk information

. Stock exchange investments and investments in companies (shares) are
always speculative and involve the risk of total loss.

. This is particularly true in respect of investments in companies which are
not established and/or small and have no established business or
corporate assets.

. Share prices may fluctuate significantly. This is particularly true for shares
with low liquidity (market breadth). Even small orders can have a significant
impact on the share price.

. In the case of shares in narrow markets, it may also happen that there is no
or very little actual trading there and that published prices are not based on
actual trading but have only been provided by a stockbroker.

. In such markets a shareholder cannot expect to find a buyer for his shares
at all and/or at reasonable prices. In such narrow markets there is a very
high possibility of manipulating prices and in such markets there are often
considerable price fluctuations.

. An investment in shares with low liquidity and low market capitalization is
therefore highly speculative and represents a very high risk.

. There is no regulated market for unlisted shares and securities and a sale
is not possible or only possible on an individual basis.

7. Major Sources of Information Part of the information required for this research
report was made available by the issuer of the financial instrument. Furthermore,
this report is based on publicly available sources (such as, for example,
Bloomberg, Reuters, VWD-Trader and the relevant daily press) believed to be
reliable. mwb research AG has checked the information for plausibility but not for
accuracy or completeness.

8. Competent Supervisory Authority mwb research AG are under supervision of
the BaFin — German Federal Financial Supervisory Authority (Bundesanstalt fiir
Finanzdienstleistungsaufsicht), Graurheindorfer Strale 108, 53117 Bonn and
Marie-Curie-StralRe 24 — 28, 60439 Frankfurt a.M. This document is distributed in
the UK under a MiFID EEA branch passport and in compliance with the applicable
FCA requirements.

9. Specific Comments for Recipients Outside of Germany This research report
is subject to the law of the Federal Republic of Germany. The distribution of this
information to other states in particular to the USA, Canada, Australia and Japan
may be restricted or prohibited by the laws applicable within this state.

10. Miscellaneous According to Article 4(1) No. i of the delegated regulation
2016/958 supplementing regulation 596/2014 of the European Parliament,
further information regarding investment recommendations of the last 12
months are published free of charge under https:// www.mwb.-research.com.
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