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Delta Galil Reports 2016 Second Quarter Results
Net | ncome Attributable to Shareholders was $7.8 million on Sales of $249.5 Million
Operating Cash Flow Rose to $26.5 Million

e Sales amounted to $249.5 million in the 2016 secgudrter, compared to
$255.5 million in the 2015 second quarter, représgra 2% decrease.

e Operating profit in the second quarter of 2016 %&3.5 million, a 7% decrease
from $14.5 million in the second quarter of 201%eTdecrease in operating
income was mainly due to high depreciation expedsesed from investments
for future growth.

e EBITDA in the second quarter of 2016 was $18.9iomll a 1% decrease from
$19.0 million for the second quarter of 2015. Har $ix months ended June 30,
2016, EBITDA increased by 1% to $39.1 million, wexs$38.7 million a year
ago.

e Net income in the second quarter of 2016 amourde®/t8 million, compared
to $9.3 million in the same period of 2015.

e Operating cash flow increased to $26.5 million, pamed to $24.0 million last
year.

e The Board of Directors declared a dividend of $BiBion or $0.139 per share,
to be distributed on September 6th, 2016. The otémg and "ex-dividend"
date will be August 23rd, 2016, per the Tel Avio&t Exchange.

e Strong balance sheet was highlighted by $363.3ianilin equity and $134.2
million in cash as of June 30, 2016.

e The Company has completed its share buy-back (l&6.8 million.

¢ Financial guidance for 2016: the Company expectadet the lower end of the
previously stated guidance range, reflecting theinaance of the soft market in
the U.S.

e |saac Dabah, CEO of Delta Galil, stated: “While evxgerienced a challenging
U.S. retail environment this quarter, this was ipyt offset by improvements in
all of our other business segments and regionfctefg the strength of our
diversified business model. Looking ahead, we aeticuing to build our
branded business and global footprint by implenmgnthe new acquisition,
which we anticipate will be consummated during tiied quarter. Importantly,
we have a strong balance sheet to support our temg-growth, and we are
continuing with our investments aimed at attaindogible digit EBIT growth in
2017 and 2018.”
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The Company reported sales of $249.5 million fergbcond quarter of 2016,
compared to $255.5 million for the same quartdryaar, reflecting softer topline
performance in the U.S market, offset by strongégssin regions such as Europe and
Israel. Sales for the first six months of 2016e506.2 million, versus $508.4
million in the same period of 2015.

Operating income for the second quarter of 2016 $d&5 million, down 7% from
$14.5 million in the second quarter of 2015. Foe fiirst six months of 2016,
operating income was $28.4 million, down 5% fron® $million a year earlier. The
decrease in operating income was mainly due toenigbpreciation expenses derived
from investments for future growth.

Net income attributable to shareholders was $7omiin the second quarter of
2016, compared to $9.3 million in the same quaofeR015, representing a 16%
decrease. Diluted earnings per share attributesh&weholders were $0.30 for the
2016 second quarter, compared to $0.36 for the spiawer last year. For the first six
months of 2016, net income attributable to shadrsl was $15.6 million, or $0.61
per diluted share, compared to $18.2 million or7$Qer diluted share for the same
period of 2015. The decrease for the second quanigithe first half of 2016 derives
mainly from higher depreciation expenses and arease in tax on income expenses
compared to the same periods a year ago.

M anagement Comment

Isaac Dabah, CEO of Delta Galil, stated: “While evxgerienced a challenging U.S.
retail environment in the second quarter, whickxpected to continue into the third
quarter, this was partially offset by improvememts all of our other business
segments and regions, reflecting the strength of diversified business model.
Through our balanced blend of branded and privabell products, an expanding
global presence, and a range of market segmentgrevgositioned for long-term
profitable growth.”

“As part of our growth strategy, we announced dyiime quarter the acquisition of
contemporary premium brands, including the buseesmnd brands of 7 For All
Mankind®, Splendid® and Ella Moss®&om VF Corporation. We are now working
to maximize the benefits these brands bring to d)els they further diversify our
product offering and distribution channels, whilddag significant strength to our
structure.”

“We are on track to launch our new factories inth@n, with Seamfree and Cut &
Sew factories opening in the fourth quarter of 2CG& our Socks factory in the first
quarter of 2017, which will contribute to our grédwh 2017 and 2018. With a strong
balance sheet to support our long-term growth acguiaition strategy, we are
focused on growing our e-commerce business, andainigng to attain double digit

EBIT growth in 2017 and 2018.”
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Cash Flow, EBITDA, Net Debt, Equity and Dividend

Operating cash flow increased to $26.5 million le tsecond quarter, from $24.0
million in the same period a year ago. Operatinghdéow for the 12 months ended
June 30, 2016 and 2015, was $69.2 million and $5@I®n, respectively.

EBITDA was $18.9 million or 7.6% of sales in thesed quarter of 2016, compared
to $19.0 million or 7.5% of sales in the same cerddst year. For the first six months
of 2016, EBITDA was $39.1 million or 7.7% of salesmpared to $38.7 million or
7.6% of sales in the same period of 2015.

Last 12 Months EBITDA for the period ended June 3016, amounted to $95.7
million, a 3% increase from $92.8 million in thexeaperiod a year ago.

Net financial debt as of June 30, 2016 was $106lléom compared to $71.1 million
as of June 30, 2015, and $74.5 million as of Deagrth, 2015. The increase in net
financial debt as of June 30, 2016, compared teiqus periods derives mainly from
the PJ Salvage acquisition and the Company's ime&ggs in its production plants.

The net financial debt to EBITDA ratio based on khst four quarters was 1.1 as of
June 30, 2016, compared to a ratio of 0.8 as af 30n2015.

Equity on June 30, 2016 was $363.3 million, up fi®8d3.2 million a year earlier.

Delta Galil declared a dividend of $3.5 million, $0.139 per share, to be distributed
on September 6th, 2016. The determining and "eixieind" date will be August
23rd, 2016, per the Tel Aviv Stock Exchange.

Guidance for 2016

Reflecting the continuance of the soft market ia thS., the Company expects to
meet the lower end of the previously stated guidanoge.
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