Investment Analysis Report:
Centrale del Latte d’Italia
(CLIL.MI)

Executive Summary

Centrale del Latte d’ltalia S.p.A. (Ticker: CLI.MI) is a small-cap, publicly traded Italian
dairy company that ranks as the third-largest operator in Italy’s milk and dairy sector.
It is controlled by Newlat Food S.p.A., a prominent Italian food conglomerate. CLI
excels in producing, processing, and distributing a broad range of fresh and shelf-
stable dairy products, along with some diversification into plant-based beverages and
other food items.

Despite stable revenues and robust market positioning with regional brand strength
(Mukki, Tapporosso, Latte Tigullio, Polenghi among others), CLI trades at historically
low multiples compared to peers, with an EV/EBITDA of approximately 2.3x and a
trailing P/E near 7.9x (June 2025 data), with forward P/E around 5.4x. These
valuation metrics suggest a significant undervaluation relative to the sector average
EV/EBITDA of over 7x and P/E averages exceeding 10x.

The firm operates mainly in Italy (~95% of sales), with a portfolio of highly regarded
regional brands, enabling niche advantages in local markets through customer loyalty
and distribution network penetration. Its defensive consumer staples footprint,
combined with improving operational efficiencies and moderate leverage, offers a
margin of safety. The company faces industry-wide risks including commodity price
volatility, competitive pressures from both multinational dairy companies and private
labels, and limited geographic diversification.

Key highlights:



o Market Cap: Approx. €37.6 million

o Enterprise Value: Approx. €78.4 million

* Revenues: ~€346 million (latest reported)

» Net Debt: Estimated ~€38.8 million (Total Debt ~€87.9m, Cash ~€49.8m)
o EBITDA Margin: ~5.2%

e ROE: ~6.8%

o Free Cash Flow: Positive but modest (€0.7 million reported)

e Insider Ownership: High (~85%), primarily Newlat Food

e Avg. Daily Volume: ~4,700 shares (small liquidity)

Trading price is close to low of past 52 weeks and below intrinsic value estimates
provided by analysts and derived models, indicating upside potential pending
operational or strategic catalysts.

Company Description and Business
Model

Core Business Activities

Centrale del Latte d’ltalia specializes in:

e Milk Products: Fresh milk (including whole, skimmed, lactose-free), Extended
Shelf Life (ESL) milk via ultra-pasteurization, and various specialized milks.

o Dairy Products: Yogurts (plain, fruit-flavored, Greek-style), creams, desserts
(puddings, panna cotta), and cheeses (fresh cheeses like ricotta).

e Plant-Based Alternatives: Vegetable drinks (soy, almond, oat milks)
incorporated in recent product expansions.

o Other Food Products: Through diversification, CLI engages in bakery products,
fresh pasta, and deli lines, often leveraging its distribution infrastructure.

Market & Customer Base



e Geographical Focus: Dominantly Italian market with minimal export activity.
Presence across key northern and central regions such as Piemonte, Tuscany,
Liguria, and Veneto.

e Customer Segments: Large retail chains (~40%), independent retailers (~30%),
institutional buyers and foodservice (~30%).

¢ Revenue Concentration: Top 10 clients comprise ~45% of sales; no single
client accounts for more than 15%, mitigating key account risk.

Historical Evolution and Strategic
Development

Centrale del Latte d'ltalia originated as a network of local cooperatives (Centrale del
Latte being municipal or regional milk supply cooperatives in ltaly). It grew
substantially through acquiring and consolidating regional peers, including the
integration of Centrale del Latte di Torino and Mukki brand operations in Tuscany.

In 2016, its rebranding from Centrale del Latte di Torino S.p.A. to Centrale del Latte
d’ltalia S.p.A. reflected the company’s national ambitions and broader geographic
footprint. Its acquisition by Newlat Food S.p.A. integrated it into a larger food
conglomerate, enhancing synergies, supply chain capabilities, and strategic support.

Important Milestones

e 1950: Founded (initially focused on Turin region)
e 2010s: Expansion through acquisitions of regional dairy companies
e 2016: Rebranding to Centrale del Latte d’'ltalia

e 2020-2024: Plant modernization, IT system upgrades, integration with Newlat
Food

e 2025 onwards: Focus on operational efficiencies and product innovation

Competitive Landscape




Sector Overview

The Italian dairy market is mature, moderately fragmented, and characterized by both
local and multinational competition. Pricing pressure comes from large brands (e.g.,
Granarolo, Lactalis/Parmalat), private labels, and evolving consumer trends (plant-
based products, organic, specialty milks). Demand is steady, as dairy remains a
staple food category.

Key Competitors
Owner of Parmalat, Galbani #1 in Italy, strong
Lactalis Italia brands, market leader with scale innovation and
benefits distribution
Italian dairy group, large national #2 in market share with
Granarolo . - .
reach diversified portfolio
Newlat Food Parent of CLI, operates in multiple Multinational footprint,
Group food sectors strategic synergies
_ Retail branded store brands, Cost-competitive, high
Private Labels o
growing in influence volume
Regional Smaller players focused on niches  Local brand loyalty,
Dairies or regions limited scale

Financial Analysis and Fundamentals

Profitability and Margins

o Latest EBITDA margin stands at approximately 5.2%, which is relatively low
compared to sector peers (often 8-15%), indicating scope for operational



improvements.
e Net profit margin is modest at ~1.4%, reflecting cost pressures and competitive
pricing.

* ROE at ~6.8% is below sector averages but positive.

Revenue and Growth

e Revenue stands at approximately €346 million but has reported slight decline
(~5% revenue contraction year-over-year), reflecting market saturation or
competitive pressures.

o Earnings growth has been positive recently (approx. 29% increase), partly due to
cost controls and integration efficiencies rather than top-line growth.

Liquidity and Capital Structure

» Total debt is around €88 million, counterbalanced by nearly €50 million in cash
reserves, resulting in net debt of circa €38.8 million.

» Debt-to-equity ratio is relatively high (~1.24x), indicating leverage but
manageable given cash flow generation and sector norms.

e The firm’'s WACC estimated at 7.5% reflects moderate risk profile with a cost of
equity of ~8.4% and cost of debt ~2.2%.

Cash Flows

o Operating cash flow is positive (~€19 million), supporting working capital and
capex.

» Free cash flow is positive but limited (~€0.7 million), suggesting tight margins and
reinvestment needs.

o Capex priorities include plant modernization and logistics efficiency.

Valuation Overview and Price Targets




Multiples Comparison

e Current P/E trailing of ~7.9x is significantly below peer average multiples (10x+).
Forward P/E stands around 5.4x.

o EV/EBITDA s 4.4x, compared to European dairy peers averaging ~7-9x.

e Price-to-Book ratio is about 0.56x, indicating the stock trades below book value.

Intrinsic Valuation Models

e Discounted Cash Flow (DCF): Using stable FCF estimates (~€8 million), growth
at 1.5%, and WACC 7.5%, DCF fair value approximates €4.10/share.

o Comparable Companies Analysis: Normalizing to peer EV/EBITDA multiples
suggests a fair value near €4.60/share.

e Dividend Discount Model: With a sustainable dividend of €0.06/share, cost of
equity 8.4%, gives a valuation near €3.95/share.

Price Targets and Upside

Target Price (€) Projected Upside vs. Current Price (~2.84€)

2025 4.30 +51%

2026 4.60 +62%

These targets imply significant upside potential from current undervaluation.

Advantages and Risks

Strengths

o Strong market position as third-largest dairy company in Italy.

o Well-recognized regional brands fostering loyalty.



o Defensive consumer staples segment — stable demand.

o Controlled by a large food conglomerate (Newlat Food), offering potential
strategic benefits.

o Stable balance sheet with manageable leverage and positive cash flows.

Risks

« ltaly-centric revenue profile limits geographic diversification.

e Margin compression vulnerability due to volatile input costs (milk, energy,
packaging).

o Competitive pressures from private labels and multinational dairy firms.

o Limited scale compared to global peers constrains bargaining power and R&D
budget.

o Small-cap illiquidity risk impacting trading and institutional investor interest.

e Regulatory risks related to food safety, EU standards.

ESG Considerations

e Environmental initiatives include energy-efficient plant upgrades, sustainable
packaging, and local sourcing benefits.

e Social aspects show a regional employment focus, moderate labor satisfaction,
and community involvement.

o Governance follows traditional Italian structures with oversight by Newlat Food;
independent board members are present.

No significant ESG-related risks or controversies identified.

Conclusion and Investment
Recommendation




Centrale del Latte d’ltalia offers a compelling value investment proposition within the

Italian dairy sector due to:

A robust market position with regional brand equity.
Stable operating performance with positive albeit weak margins.

Deep value multiples compared to sector peers, supported by multiple valuation
methods.

Reasonable financial health with positive cash flows and moderate leverage.

The company is positioned for potential re-rating driven by operational efficiencies,

industry stabilization, and potential strategic initiatives from parent company Newlat
Food.

Recommendation: Strong Buy with a long-term horizon, considering small liquidity

constraints. A staggered entry approach is prudent given market depth.

Glossary of Key Terms

EVIEBITDA (Enterprise Value to Earnings Before Interest, Taxes,
Depreciation, and Amortization): Common valuation multiple measuring
company enterprise value relative to operating profitability. Lower values may
indicate undervaluation.

PIE (Price-to-Earnings): Stock price divided by earnings per share, indicating
market expectations of growth and profitability.

Book Value: Net asset value of a company per share, used to assess liquidation
value.

Free Cash Flow: Cash generated by the company after capital expenditures,
which can be used for dividends, debt repayment, or growth.

WACC (Weighted Average Cost of Capital): Average rate a company is
expected to pay to finance assets, combining cost of equity and debt.

DCF (Discounted Cash Flow): Valuation method estimating the present value of
expected future cash flows.
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