EDISON
Williams Grand Prix

Challenging year in prospect

2018 proved to be an unsatisfactory year for Williams on the track, which
will have ramifications for financial performance in 2019. However, with a
mixture of new title sponsor, new drivers and an experienced management
team there is a clear focus on recovering competitiveness in the F1
championship. In addition, Williams Advanced Engineering (WAE)
continues to grow with a healthy operating margin performance.

Much improved second half performance

FY18 financial performance remained robust, with Williams delivering a much
stronger H2 if we exclude the exceptional land sale profit generated in H217. Group
EBITDA for FY18 rose 20% to £12.9m more than reversing the decline seen at the
half year. Nearly all of the variation was seen in the F1 operations where a £9.9m
year on year uplift in H218 revenues dropped almost entirely into profitability. WAE
saw FY18 revenues grow by a healthy 13% to £44.8m, but increased cost of goods
sold limited the EBITDA improvement to a modest 2%. Excluding the exceptional
profit of £7.3m from the land sale from 2017, group pre-tax profits halved to £3.4m,
the decline being more than attributable to adverse non-cash movements in
derivative financial instruments mark-to-market values. Net debt fell £5.6m to
£11.9m.

New partner for a difficult season

Williams enters the 2019 season with ground to make up on its competitors on the
track, but does so with a new multi-year title sponsorship partner ROKiT announced
in February. The driver line up has also been refreshed, and with Sir Patrick Head
also returning in a consultancy capacity, the determination to improve race
performance is clear. WAE should continue to make progress as it continues to
expand its range of external projects. However, FY19 looks likely to be challenging
financially as income from commercial rights falls due to the weak performance in
the F1 Constructors’ Championship in 2018.

Valuation: Brand remains the key attraction

We believe the volatility of revenues and earnings and the nature of Williams’
business represent a challenge to valuation. The share price remains under
pressure as track performance waned, but we estimate still trades on a clean
underlying historic FY18 P/E of 23.5x, with a challenging year in prospect. If WAE
continues to grow with a more level F1 playing field in the medium term, more
consistent income and cash flows may develop, potentially benefiting valuation.

Historic financial data

Year Revenue PBT EPS DPS PIE Yield
end (Em) (Em) (p) (p) (x) (%)
12/15 125.6 (11.2) (116.2) 0.0 N/A N/A
12/16 1674 59 59.5 0.0 211 N/A
12117 166.2 14.1 141.8 0.0 8.8 N/A
12/18 176.5 34 34.0 0.0 36.7 N/A

Source: Company reports
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Business description

The group comprises a Formula One racing team
(76% revenues) and Williams Advanced Engineering
(WAE, 24% revenues). The Formula One racing
team placed 10th in the 2018 FIA Formula One
Constructors’ Championship. WAE specialises in the
commercial application of aerodynamics, materials
and battery technologies.

Bull

Liberty Media’s ownership of Formula One
Group should lead to higher publicity for the
sport and therefore higher prize funds.

WAE continues to grow with a high-end product
offering.

In the medium term the potential for a more
equitable distribution of commercial rights in F1
should benefit teams such as Williams.

Bear

Management is focused on track performance
over shareholder retumn.

Commercial rights income likely to fall due to
lower 2018 F1 championship position.

Weak performances on the track continuing in
early races of 2019 season.
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A robust outcome from a challenging year

Williams delivered a robust performance in 2018, with both the core operations making modest
progress. The F1 operation increased revenues by 4% to £130.7m, which we feel is a reflection of a
relatively stable share of commercial rights arising from the maintenance of the fifth place finish in
the 2017 F1 Constructors’ Championship, the same outcome as 2016. There appears to have been
some increase in sponsorship receipts mainly delivered in H218, including a one-off payment of
£8m from a partner that will not recur in FY19. Group other operating income declined sharply to
£8.7m (FY17 £17.7m) in the absence of a one-off payment relating to a driver received in H117.

Revenues grew by 13.0% at WAE to £44.8m continuing the track record of growth seen in recent
years. WAE has more than doubled sales over the last three years from £21.3m in FY15. Sales
relate to engineering consultancy projects as well as low-volume manufacturing of bespoke
products and some royalty income. WAE continues to diversify its revenue streams, achieving a
better balance between projects for automotive, motorsports and other external customers. Other
revenue remained relatively stable falling to £1.0m from £1.1m in FY17. Overall group revenues
grew 6% in FY18 to £176.5m.

Exhibit 1: Williams Grand Prix Holdings income statement

12 months to December (£m) H117 H217 FY17 H118 H218 FY18  FY change
Revenue

Formula One 65.5 60.1 125.6 60.7 70.0 130.7 4.1%
WAE 19.9 19.7 39.5 215 233 44.8 13.2%
Other 0.5 0.6 1.1 0.5 05 1.0 -11.2%
Group total 85.9 80.4 166.2 82.6 93.9 176.5 6.2%
Gross profit 53.9 459 99.8 43.0 624 105.4 5.6%
Gross margin 62.7%  57.1%  60.0%  520%  66.5% 59.7% -0.5%
Other operating income 12.9 48 17.7 39 4.8 8.7 -51.0%
EBITDA

Formula One 10.1 5.9 16.0 0.2 158 16.0 -0.3%
WAE 34 1.6 5.0 23 29 5.1 1.7%
Other 341 741 -10.2 5.1 -3.1 -8.2 -20.1%
EBITDA 10.4 0.4 10.8 2.7 15.6 129 19.5%
Depreciation 2.7 2.8 5.5 2.8 2.9 5.7 4.5%
Amortisation 0.3 0.3 0.6 05 -0.6 -1 92.3%
EBIT 74 2.7 4.3 6.0 1241 6.1 27.9%
Share based payments 0.4 0.8 -1.2 0.4 -0.9 -1.4 14.0%
Movement in derivative financial instruments 26 1.4 4.0 13 0.8 -0.6 -114.0%
Exceptional item 7.3 7.3

Net interest 0.4 0.4 0.8 0.3 -0.4 0.7 -11.5%
Profit before tax (as reported) 9.3 4.8 14.1 -8.4 11.8 34 -75.7%
Net income (as reported) 9.3 48 141 -84 11.8 34 -715.7%
EPS (as reported) (p) 94.0 477 141.8 -87.2 121.2 34.0 -76.0%

Source: Company reports

Gross profit increased by just under 6% or £5.6m to £105.4m. The gross margin slipped slightly to
59.7% compared to 60.0% in 2017, which reflected growth at WAE as well additional investment in
the F1 operations during the year to try and rectify design issues and the subsequent lack of
performance.

Group EBITDA rose 20% to £12.9m (FY17 £10.8m) with the increase largely attributable to a
reduced loss in the Other segment, which decreased from £10.2m to £8.2m. Both the F1 operations
and WAE generated largely unchanged EBITDA.

Reported PBT for the group fell by 76% to £3.4m. However, adjusting for the FY17 exceptional land
sale profit of £7.3m, share based payments and the movement in hon-cash mark-to-market reversal
of derivative financial instruments (from a credit of £4.0m in 2017 to a £0.6m loss in 2018),
underlying PBT rose 36% to £5.4m (FY17 £3.9m). With no tax payable, reported EPS also fell 76%
to 34.0p (FY17 141.8p) on a marginally higher average share count.
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If we calculate an EPS figure using the adjusted PBT, the adjusted fully diluted EPS figure for 2018
would be 53.3p compared with 39.7p in 2017. We feel this gives a better reflection of the underlying
operational performance of the group during the year although 2018 did benefit from the one off
£8m partner payment.

As we have stated before, dividends remain a low priority in the capital allocation policy at present
and none was declared for FY18. Investment continues to be focused on improving the
competitiveness and performance of the racing team, as well as developing WAE's technical
capabilities to support the organic growth of the operation.

The balance sheet continued to develop positively with net debt falling a further £5.6m to £11.9m in
FY18 following the sharp reduction in the previous year from £36.1m at the end of FY16. This
represents the lowest level of borrowings since FY13. The decline was delivered almost entirely by
the operational cash flow which increased gross cash balances at the year end to £9.5m from
£4.5m at the end of FY17. The net asset value increased by 10% to £51.0m (FY17 £46.6m).

Exhibit 2: Williams Grand Prix Holdings balance sheet summary

Year-end December (£m) 2012 2013 2014 2015 2016 2017 2018
Fixed assets 40.3 66.1 66.6 64.1 67.1 65.3 61.7
Current assets 57.5 31.8 30.5 40.6 61.7 594 704
Total assets 97.8 97.8 971 104.7 128.8 124.7 1321
Total non-current liabilities (3.2) 0.0 (20.0) (13.1) (10.7) (11.4) (8.8)
Total current liabilities (57.4) (25.7) (41.6) (66.5) (86.7) (66.7) (72.2)
Total liabilities (60.6) (25.7) (61.6) (79.7) (97.3) (78.1) (81.0)
Net assets 372 7241 35.6 25.0 315 46.6 51.0

Source: Company reports

Outlook

Williams Grand Prix Holdings remains unique as the only F1 racing team to be quoted. The
performance of the racing team is thus very high profile and visible to investors. With the strategy
unchanged to pursue further FIA Constructors’ Championship titles in the future, the importance of
developing the growing and recurring profitability of WAE remains undiminished. However, in the
near term, the share of commercial rights determined by racing performance remains the largest
determinant of financial performance.

Unfortunately the track performance in FY18 was disappointing with the F1 team finishing 10th in
the Constructors’ Championship. As a result, we expect the share of the associated commercial
rights from the competition to fall, even if the prize pot generated by Liberty Media has grown. The
situation is compounded by the likely absence of the one-off £8m payment from a partner received
in FY18. On the positive side the announcement of ROKIT as a multi-year title partner is a
replacement for Martini’s previous backing although it is uncertain as to whether this is on improved
financial terms. Competition continues to intensify which could mean little improvement in the points
race this year. However, Williams is clearly continuing to work hard to improve performance on the
track and secure new additional financial backing off it.

A rebalancing of the distribution of commercial rights amongst the teams in the medium term would
provide a sounder footing for investors. Achievement of this while maintaining the structure of the
competition is still far from a given, as the commercial power of the leading teams is significant. We
do not expect the outcome of any such changes to make a meaningful contribution to Williams
before FY21. A growing prize fund for distribution may be beneficial in the meantime as would an
improvement in competitive performance.
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This report has been prepared and issued by Edison. Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly)
update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking
services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this
report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the Edison analyst at the time of publication. Forward-looking information or statements in this
report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which may cause
the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

in securities ioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to Edison's
policies on personal dealing and conflicts of interest.

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies and
is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the
FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE'’s express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial Services
Licence (Number: 427484). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice given by
Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having regard to your
objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation
to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as
a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment
decision.

Neither this document and associated email (together, the "Communication”) constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the
information to be contained in the admission document to be published in connection therewith.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 of
the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this document be distributed
or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will such persons
be able to purchase shares in the placing).

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a) (11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a
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