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 This morning’s publications 

Ahold/4Q07 preview due 6 March (0700 CET)/BUY 
 

ASM International/Warns on 1Q08; rejects shareholders’ request/HOLD 
 

Delhaize/4Q07 preview due 6 March (0800 CET)/BUY 
 

Galapagos/Distant timelines/HOLD 
 

Recticel/Upgraded to BUY and 2H07 results preview/BUY (prev. Hold) 
 

TNT/Defensive due to cost structure; limited earnings growth/ HOLD 
 
_ 

 

 Recommendation & target price changes 

Company Rec Prev rec Target price Previous

Galapagos HOLD Hold €6.7 €7.5
Rectocel BUY Hold €11.30 €11.30
_ 

_ 
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SEE THE DISCLOSURES APPENDIX FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION 
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Benelux Daily 

Belgacom SA 
FY07 results 
c 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  6,100.5 6,053.5 5,989.0 6,012.0
EBITDA 2,149.0 2,093.9 2,044.3 2,029.7
Net profit 972.0 944.0 885.9 881.9
Adj EPS (€) 2.94 2.87 2.68 2.66
Adj PER (x) 10.7 11.0 11.8 11.9
Dividend yield (%) 6.0 6.1 6.3 6.7
EV/EBITDA (x) 6.4 5.7 5.7 5.8
Price/NAV (x) 4.4 4.1 3.9 3.6
ROE (%) 42.9 38.4 34.0 31.5

Source: Company data, ING estimates 
 

News 
Belgacom will report its FY07 on Friday 29 February before market opens. This will be 
followed by a conference call at 2:00pm. 

Investment thesis 
Building on the success of its IPTV product (in a country very well covered by cable), 
continued domination of the broadband market and the steady growth of its ICT division, 
Belgacom’s Fixed-Line Services (FLS) division has gained stability over the past few 
quarters. 

Its mobile division offers good prospects for the coming period. Following a change in 
management in 2006, Proximus adopted a more proactive strategy to defend its market 
share through aggressive tariffs, product innovation and partnerships. Combined with the 
effects of the reduction in mobile termination rate asymmetry in Belgium, this gives a 
positive outlook for 2008. 

In our view, Belgacom’s defensive profile and solid shareholder remuneration offer a safety 
that should be rewarded in the near term. Prospects of further privatisation have been put 
on hold due to Belgium’s currently troubled political environment, but could resurface once 
the situation has stabilised. 

Conclusion 
Belgacom results were overall in line with expectations, with: 

- decrease of revenues more limited than expected for both 2007 and 2008F guidance (-
1.0% vs cons -1.2%). 

- EBITDA slightly lower than forecasts, decreasing by 3.4% over 2007 (cons -3.0%) 

- Total dividend higher than expected at €2.18 (INGF €1.94, cons €2.02) 

Belgacom put out strong results on the mobile side, with 126k customers signed over the 
quarter, although 68% of them being post-paid customers. PSTN line losses of 51k are 
along expectations, and follow the trend of the past two quarters. 

Valuation 
Our DCF-based valuation points to a target price of €35. We see a risk in regulatory 
intervention in the Belgian broadband market which could lead to ARPU erosion and margin 
pressure.  

 

Maintained 

Buy 

Price (28/02/08) €31.52

Maintained 
12m target price €35.00

12m forecast returns (%) 
Share price 11.0 
Dividend 6.1 
12m f'cst total return 17.2 

Market cap €10,468.5m
Reuters BCOM.BR

Bertrand Kuentzler 
Brussels  +32 2 547 82 10 

Damien Chew CFA 
London  +44 20 7767 5069 
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Benelux Daily 

Brunel International 
Review 4Q07: meagre cash flow takes some glance off 
solid results and reassuring outlook
 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  499.1 574.3 607.3 630.9
EBITDA 38.3 53.7 54.8 58.1
Net profit 26.3 34.3 35.7 38.2
Adj EPS (€) 1.16 1.52 1.57 1.69
Adj PER (x) 14.5 11.1 10.7 10.0
EV/EBITDA (x) 9.4 6.3 6.1 5.7

Source: Company data, ING estimates 
 

Brunel’s FY07 are a mixed bag. FY07 results are in line with expectations with EBIT 
safely above guidance at €51.2m (guidance €50m) and a touch above consensus and 
INGF of €50.6. NL reported very strong results but Energy disappoints in terms of 
margins which Brunel explains by one-offs for restructuring. In addition also the 
cash flow in 2H07 showed limited progress. The outlook for 2008 is reassuring with 
Brunel guiding for growth in all regions and sees no signs of demand slowing in NL. 
It foresees significant growth of revenues and profitability in 2008 ie 12-20% 
according to the scale of MOCK which is above our estimates (+5% growth in net 
profit). Despite the solid results and reassuring outlook some of the glance is taken 
off by the meagre cash flow and disappointing margins in Energy. 

€m FY07 actual FY07F ING FY06 % chg Consensus

Revenues 579.9 579.3 499.1 16% 572
Gross profit 136.3 137.7 115.3 19% n/a
Gross margin 23.5% 23.8% 23.1% 3% n/a
EBIT 51.2 51.2 35.3 45% 50.6
Adj. EPS (€) 1.59 1.53 1.16 32% 1.52

Source: ING estimates 

_ 

NL was strong with sales growth of 12% in Q4 almost no softening vs +13% reported in 
Q3. Gross margin was impressive at 42.5% vs 40% expected and EBIT margin was 
excellent at 24.2% even (INGF: 19.3%). 

Germany was more or less in line with good growth at +25% like seen in Q3 but one-offs 
for Airbus (also in Q4) made that the margin was slightly lower than expected. CEO Jan-
Arie van Barneveld confirmed that Airbus is now fully out of the results but it has a slight 
negative impact on top line also in Jan/Feb08 but now picking up again. 

Energy disappointed. Sales growth remained strong at +21% (INGF: +15%) but margins 
disappointed with gross margin in Q4 at we estimate around 8.5% and full year at 10.9% 
*12.1% expected). Also the EBIT margin for FY07 came in below at 4.1% but according to 
Brunel just above 5% if one-offs are stripped out. Guidance is a 5-6% EBIT margin for 
FY08.  

Cash position disappoints at €39.7m (INGF: €44m) vs €38.5m at the end of 1H07 which 
is partly explained by one-offs in 2H07 but still we believe working capital needs to improve. 
No special dividend but in line dividend at €0.70 per share. 

We have a BUY rating and €19.5 price target reflecting a c.10x cash adjusted PER09F 
target multiple which is in line with the sector. Risks: Economic slowdown in NL/Germany. 
Project risks and US dollar for Energy. 

 

Maintained 

Buy 

Price (28/02/08) €16.85

Maintained 
12m target price €19.50

12m forecast returns (%) 
Share price 15.7 
Dividend 4.0 
12m f'cst total return 19.8 

Market cap €383.1m
Reuters BRUN.AS

Marc Zwartsenburg, CEFA 
Amsterdam  +31 20 563 8721 
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Cofinimmo 
Disposal of assets in the Brussels Periphery 
c 

Forecasts and ratios 

Yr to Dec (€m) 2007 2008F 2009F 2010F

Turnover  146.6 185.6 193.3 203.2
EBITDA 120.9 153.6 160.8 169.7
Net profit 142.4 115.3 133.1 133.2
Adj EPS (€) 7.18 8.12 8.82 8.76
Adj PER (x) 19.2 17.0 15.7 15.8
Dividend yield (%) 5.6 5.7 5.8 5.9
EV/EBITDA (x) 0.0 0.0 0.0 0.0
Price/NAV (x) 1.1 1.1 1.1 1.1
ROE (%) 0.0 0.0 0.0 0.0

Source: Company data, ING estimates 
 

News 
Cofinimmo announced the disposal as of today of several assets in the Brussels Periphery 
(Keyberg Business Parc, Woluwedal 26 & 30) for a total consideration of €77m and booking 
a capital gain of €4.0m. Actually, Cofinimmo sold a 99-years lease on the assets. This is ca. 
3% of the portfolio value as of end 2007. 

No financial details were given. Assuming total rental income of the assets sold at €4.3m on 
a yearly basis (inflation-adjusted end 2006 figures, 10 months ‘lost’ in 2008), our EPS 
estimates are slightly down (see table). 

Investment thesis 
Even when considering the high average vacancy of assets sold (70% as of end 2006) 
there is a slightly negative impact on EPS given the high yield of the assets (5.73% on 
rental income, at over 8% of appraised rental value) and the nearly full impact in 2008 (10 
months). The operation is very similar to the recent disposal by Befimmo of similar assets 
(see Company Report of 21 Feb.). It further reduces the risk profile of the company but also 
shows its inability to smoothly let office premises in this area. DCF-based target price 
unchanged at €138 per share. 

Conclusion 
No big impact on valuation as slightly lower EPS estimates are compensated by capital 
gains worth €0.38. The Cofinimmo share has been recently driven by an active newsflow 
and a slightly higher weight as from on Monday in the Bel20 index. It now trades with a 
premium vs. 2008F NAV close to 10%. 

Risk factors include market risk, Cofinimmo remains heavily exposed to Brussels offices, 
interest rate risk (but substantially hedged) & a lack of suitable investment opportunities. 

Change of EPS estimates (€) 

 2007* 2008F 2009F 2010F

Old EPS ests. 7.18 8.80 9.08 8.95
 
New EPS ests. 8.12 8.82 8.76
As computed by Cofinimmo (incl. North Galaxy revaluations) 8.20 9.15 9.79 9.81

* = actual 
Source: Company data, ING estimates 

_ 

 

 

Maintained 

Hold 

Price (28/02/08) €138.00

Maintained 
12m target price €138.00

12m forecast returns (%) 
Share price 0.0 
Dividend 0.0 
12m f'cst total return 0.0 

Market cap €1,437.1m
Reuters COFB.BR

Herman van der Loos, CFA 
Brussels  +32 2 547 2509 
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D'Ieteren 
Slightly better 2H07 results, but weak outlook 
c 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  5,335.0 5,897.0 6,349.5 6,674.6
EBITDA 760.9 832.9 905.9 976.7
Net profit 106.4 153.0 170.5 188.4
Adj EPS (€) 25.82 28.71 30.83 34.06
Adj PER (x) 9.4 8.4 7.8 7.1
Dividend yield (%) 1.1 1.2 1.4 1.6
EV/EBITDA (x) 4.9 5.0 4.7 4.4
Price/NAV (x) 1.7 1.5 1.3 1.1
ROE (%) 19.0 18.8 17.7 17.2

Source: Company data, ING estimates 
 

News 
D’Ieteren reported slightly better than expected 2H07 results, driven by very strong car retail 
and Belron results and held down, again, by very weak Avis Europe results. Key points: 
D'Ieteren headline results (€m) 
 2H06 2006 2H07F 2H07A 2007F 2007A 2008F
Sales 2,480.9 5,335.0 2,766.9 2,837.0 5,897.0 5,967.1 6,349.5
   % growth 7.2 12.1 11.5 14.4 10.5 11.8 7.7
Car retail 1,017.8 2,491.4 1,045.9 1,110.4 2,577.9 2,642.4 2,696.0
Belron 741.1 1,507.3 984.0 1,005.0 1,979.0 2,000.0 2,246.0
Avis 722.0 1,336.3 737.0 721.6 1,340.1 1,324.7 1,407.4
Current pretax (group) 66.2 154.6 84.3 87.2 191.4 194.3 229.5
   % growth 24.4 30.4 27.4 31.7 23.8 25.7 19.9
   % sales 2.7 2.9 3.0 3.1 3.2 3.3 3.6
Car retail 9.0 59.5 9.9 14.9 69.7 74.7 68.8
   % sales 0.9 2.4 0.9 1.3 2.7 2.8 2.6
Belron 32.2 72.0 41.4 49.0 90.0 97.6 114.1
   % sales 4.3 4.8 4.2 4.9 4.5 4.9 5.1
Avis 25.0 23.1 33.1 23.3 31.8 22.0 46.5
   % sales 3.5 1.7 4.5 3.2 2.4 1.7 3.3
Source: Company data, ING estimates 
_ 

2H07 results were 3% ahead of INGF, with FY07 results 1% ahead of INGF. The company 
reported 30% pretax profit growth thanks to restated FY06 results (+25.7% on FY06 
reported results). The surprise in 2H07 came from Car retail (50% ahead of INGF) and 
Belron (18% ahead), while Avis Europe disappointed quite sharply (results already 
reported yesterday; AVE LN was down 21% yesterday). The outlook is weak as 
management expects “roughly stable” pretax profit in 2008 (INGF +20%). Group net profit 
(€127.7m vs INGF €153m) was negatively impacted by sizeable unusual items at Belron 
(€23.4m) mainly from Safelite integration costs and at Avis (€26.1m) from restructuring 
costs and numerous other items. The outlook is impacted mainly by economic headwinds, 
which should hit the Car retail activity (car registrations in Belgium are expected down 5% 
vs INGF +5%) and Avis Europe (weak economic environment and, again, weakening 
pricing trends). Belron should continue to deliver organic growth (INGF 7% 08F).  
Investment thesis 
Our €300 TP is SOTP-based valuing (1) the 59.6% Avis stake (LSE-listed) at its market 
value, (2) the 77.4% stake in Belron at 14x 2008F PER and (3) the car retail activity at a 
peer group multiple of 6.6x 2008F EV/EBITDA. At AVE LN’s close and old forecasts, the fair 
value would stand at €287 per share. 
Conclusion 
Good results but weak outlook. Analyst meeting at 9AM CET. 
Risks. Belron is a consolidator, exposing its business model to potential integration issues. 
D'Ieteren is leveraged to an economic downturn and Avis to airline traffic (terror threats). 

Maintained 

Buy 

Price (28/02/08) €241.50

Maintained 
12m target price €300.00

12m forecast returns (%) 
Share price 24.2 
Dividend 1.2 
12m f'cst total return 25.5 

Market cap €1,335.6m
Reuters IETB.BR

Arnaud W. Goossens 
Brussels  +32 2 547 75 34 
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Eriks 
Strong FY07F, FY08F so far so good  
 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  543.3 938.7 983.1 1,016.4
EBITDA 50.4 86.2 90.6 92.0
Net profit 27.8 42.8 45.6 47.1
Adj EPS (€) 3.55 4.57 4.77 4.87
Adj PER (x) 14.4 11.2 10.7 10.5
Dividend yield (%) 2.6 4.0 4.2 4.3
EV/EBITDA (x) 12.7 7.1 6.4 6.0
Price/NAV (x) 2.8 1.8 1.6 1.4
ROE (%) 20.2 18.9 14.1 13.1

Source: Company data, ING estimates 
 

News 
Like in the old days Eriks published its final FY07 results yesterday during trading hours. 
Eriks experienced a very strong 2007, organic growth arrived at 11.1%, while total revenues 
increased by as much as 75% to €950m largely thanks to the acquisition of Wyko. Eriks 
managed to report an EBIT margin of 7.5%, slightly below the 8% EBIT margin in 2006, but 
bearing in mind Wyko reported a margin of 5.4% the other Eriks divisions materially 
improved their profitability. Looking at the sales mix, Eriks exposure to more defensive 
maintenance and repair markets now represents 64% of total sales (51% in 2006). Net 
profit rose by 57% to €43.7m and Eriks pays €2.25 dividend per share over 2007. 
Unsurprisingly management refrained from providing a qualitative outlook on 2008F as it is 
simply too early in the year. Importantly the first weeks of 2008 did not show any signs of 
weakness and demand remained strong across the line. Management, having the general 
uncertain economic outlook at the back of its head, stated it would focus on efficiency 
improvement of both its IT systems and workforce. We regard this as a very positive signal 
as indeed industrial activity in Western European countries could materially slow in the 
coming 3 to 9 months. We strongly believe Eriks is well positioned to weather any economic 
slowdown. The company host an analyst meeting today at 11:00 CET. 

Conclusion 
We reiterate our Hold recommendation and €49 target price on Eriks. Our neutral 
investment view is based on a mix of positive and negative features. We like to highlight the 
following positive features: 1) Operational excellence in key divisions in Benelux and 
Germany (53% of sales) 2) Integration of Eriks’ biggest acquisition ever, UK-based Wyko, is 
going ahead of schedule and is likely to meet margin targets set for 2009F 3) Presently 
Eriks derives 63% of sales from maintenance and repair markets which certainly provides a 
cushion to a possible economic slowdown. 4) Management is monitoring potential take-over 
candidates, a sign that operational and integration processes are running fine. We also 
recognise several negative issues: 1) Business model remains highly dependent on 
industrial activity in key European end markets, current demand remains strong, but 
confidence indictors are already falling rapidly 2) Limited visibility provided by the order 
book is a disadvantage in current nervous equity markets 3) Looking at Eriks’ strong 
divisional performance in 2007, Dutch, German and Belgium operations ran at peak EBIT 
margins, we believe further upside is limited. 4) Valuation in our view reflects these 
features. The stock trades at PER 2008F of 10.7x and an EV/EBIDTA 2008F of 6.4x. Our 
€49 TP is based on a DCF model.  

Biggest risks to our neutral view: 1) Margin improvement at Wyko arriving earlier and 
stronger than expected 2) Integration difficulties at Wyko 3) Material slowdown in European 
industrial activity. 

Maintained 

Hold 

Price (28/02/08) €49.0

Maintained 
12m target price €49.0

12m forecast returns (%) 
Share price (0.0) 
Dividend 4.0 
12m f'cst total return 3.9 

Market cap €540.8m
Reuters ERKNc.AS

Tijs Hollestelle 
Amsterdam  +31 20 563 8789 
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Kinepolis 
In line FY07 results 
c 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  211.2 209.5 217.6 227.2
EBITDA 47.7 48.1 51.5 55.6
Net profit 14.6 14.0 15.1 19.1
Adj EPS (€) 1.97 1.77 2.17 2.75
Adj PER (x) 14.8 16.5 13.4 10.6
Dividend yield (%) 2.2 2.3 2.3 2.9
EV/EBITDA (x) 7.1 7.3 6.6 5.8
Price/NAV (x) 1.9 1.8 1.7 1.5
ROE (%) 14.5 12.8 12.9 14.8

Source: Company data, ING estimates 
 

News 

Data 

(€m) 2006 2007F 2007A % change Consensus

Sales 211.2 209.5 212.3 0.5% 210.5
EBITDA 48.7 49.8 49.6 1.8% 49.3
Net profit 14.6 15.2 14.7 0.5%
Adj. Net profit 13.6 12.3 12.5 -8.3% 11.6

Source: Company data, ING estimates 

_ 

Kinepolis published in line FY07 results this morning. FY07 sales came in slightly better 
than we expected 0.5% at €212.3m (INGF €209.5m) due to higher ticket prices in Belgium 
(linked to the digital projection), and higher spending for food and beverages (due to the 
gradual introduction of the open foyer concept). EBITDA was reported in line with our 
estimates, up 1.8% to €49.6m (INGF € 49.8m). Finally, net adjusted profit came in down 
8.2% at €12.5m (INGF €12.3m), in line with our expectations. Kinepolis provided no specific 
guidance for 2008, as could be expected this early in the year, but noted that whereas the 
2007 film year had one clear "blockbuster season" running from early May to the end of 
August, the expected success titles for 2008 are much better spread over the year. 
Concerning the real estate division, Kinepolis said that the division is being further extended, 
and given managerial independence, in 2008. In this context an additional real estate 
manager was recently appointed, and the board of directors will soon be strengthened by a 
further director from the real estate sector. 

Investment thesis 
Our Buy rating and target price is based on the internal split of Kinepolis into two separate 
business unit: cinema operations and real estate. As such, the cinema operations division 
should rent its infrastructure from the real estate division. We assume that the cinema 
operations division will pay roughly 50% from its 2008F EBITDA as annual rent (i.e. 
€26.5m). Taking into account a 7.5% yield, we value Kinepolis’ real estate at €353m. We 
estimate that the cinema activities will generate an EBITDA of €51.5m in 2008F, or €25m 
after real estate rent. We value these activities at 7x 2008F EV/EBITDA, whereas listed 
peers trade at 8x 2008F EV/EBITDA. As such we value the cinema operations at €175m. 
Our SOTP target price of €51 is the sum of the value of both divisions, after taking into 
account net debt and a 10% discount. 

Conclusion 
In line results. We maintain our BUY rating and €51 target price. Risks to our investment 
case include a crisis on the real estate market, adverse weather conditions and a weak film 
offer. 

Maintained 

Buy 

Price (28/02/08) €29.09

Maintained 
12m target price €51.00

12m forecast returns (%) 
Share price 75.3 
Dividend 2.3 
12m f'cst total return 77.6 

Market cap €201.6m
Reuters KIPO.BR

Filip De Pauw 
Brussels  +32 2 547 6097 
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Super de Boer (Laurus) 
Preview FY07 results due 5 March 
c 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  2,894.0 1,887.0 1,712.3 1,761.9
EBITDA 30.0 45.0 54.0 63.0
Net profit (45.0) 1.0 11.0 22.0
Adj EPS (€) (0.39) 0.01 0.10 0.19
Adj PER (x) - 489.1 44.5 22.2
Dividend yield (%) 0.0 0.0 0.0 0.0
EV/EBITDA (x) 18.9 12.9 10.7 8.8
Price/NAV (x) 11.9 10.2 8.3 6.0
ROE (%) (71.4) 2.2 20.6 31.4

Source: Company data, ING estimates 
 

News 
The FY07 results are due 5 March before trading. Analyst meeting at 11.15 CET.  

Investment thesis 
Sales figures for 4Q07 and FY07 were released in January and showed an improving sales 
momentum at SDB stores with 4.0% like-for-like growth in 4Q07. Following a €3m net profit 
in 1H07, we forecast €1m net profit for the full year (thus 2H07 minus €2m). Compared to 
1H in which the group recorded €11m in exceptional gains, we foresee a further €4m in 
book profits giving 2H07 EBIT of plus €5m. As such, the simple FY07 P&L should report 
EBIT of €15m and interest costs of €14m resulting in a net profit of €1m. We don’t expect 
Super de Boer to give 2008 profit guidance or make strategic announcements.  

Dutch landscape likely to change 
Besides the recent development with regard to Schuitema (to be sold by Ahold) and Casino 
raising its stake to 51%, a newly-reported stake of 5% in Super de Boer would further 
strengthen our view that the Dutch food retail landscape is about to change dramatically. 
The Bastmeijer family who own Nettorama (28 full service discount food stores) has taken a 
5% stake in Super de Boer to be able to play a role in the changes to come. This family 
also owns an estimated 4% stake in Sligro, a Group whose troubled Food retail division is 
far from reaching critical mass. 

Investment case 
We see SDB as worth c.€3.0/share from an operational point of view (using a DCF). 
However, we are convinced that Super de Boer will be at the centre of the next round of 
consolidation in the Dutch market following the announcement by Ahold to sell its 73% 
stake in the country’s second largest food retailer Schuitema. Possible interest in SDB 
could come from Ahold, Schuitema and even Sperwer. While none of these have 
commented on this, our favourite, Ahold, has the deepest pockets and, in our view, the 
highest synergy possibilities. Our calculations indicate that even at an exit price of €5 per 
share (which is our target price), its Albert Heijn chain should be able to realise pre-tax 
ROIC of 15% on SDB’s current portfolio of 315 franchise and own stores. We have not 
included any likely working capital benefits at Ahold in the event of a deal (these would 
reduce IC and thus raise returns). In 2006, Ahold acquired the larger Konmar stores from 
SDB and their integration went smoothly. In terms of value per store, we would value an 
SDB franchise store at €1.5m (the much poorer quality Edah franchise stores went for 
€0.56m in 2006) and the lesser-performing company-owned SDB stores at €2m (Edah 
company owned stores sold for slightly less than €1m; Konmar stores went for €3.8 per 
store). The main downside risk to our target price comes from potentially weaker results 
resulting in higher debt levels. 

Maintained 

Buy 

Price (27/02/08) €4.3

Maintained 
12m target price €5.0

12m forecast returns (%) 
Share price 16.3 
Dividend 0.0 
12m f'cst total return 16.3 

Market cap €489.0m
Reuters SDB.AS

John David Roeg 
Amsterdam  +31 20 563 8759 
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Transics 
Solid FY07 results. Outlook seems conservative 
c 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  25.3 43.5 58.0 71.7
EBITDA 7.3 13.3 17.7 21.8
Net profit 0.5 3.0 8.4 11.5
Adj EPS 0.06 0.37 1.04 1.42
Adj PER (x) 281.9 48.1 17.4 12.7
Dividend yield (%) 0.0 0.0 0.0 0.0
EV/EBITDA (x) 23.8 10.7 7.7 5.9
Price/NAV (x) 24.2 4.5 3.6 2.8
ROE (%) 6.7 15.7 22.8 24.6

Source: Company data, ING estimates 
 

News 
Transics published a good set of FY07 results this morning with EBIT in line with our 
estimates and a net profit higher on lower-than-expected financial charges. 

Transics: FY07 results review 

(€ m) FY07 actual % change FY07F ING FY07Fconsens
us

FY06

Sales 43.5 0.0% 43.5 43.5 25.3
Gross profit 31.8 0.3% 31.7 17.7
Gross margin 73.0% 72.8% 70.0%
EBIT 10.716 -0.6% 10.8 11.5 5.1
EBIT margin 24.6% 24.8% 26.4% 20.3%
EPS 0.64 73.0% 0.37 0.38 0.08

Source: Company data, ING estimates 

_ 

• The gross profit was slightly higher than expected which testifies of a stable pricing 
environment and production efficiencies. Operating expenses grew 72% YoY and came 
in a touch above what we expected mainly driven by the sales and marketing account. 
As a result, the FY07 EBIT margin is 24.6% roughly in line with the 24.8% we expected. 

• The net results came in at €5.2m 73% higher than the €3.0m we expected thanks to 
lower financial charges and lower taxes. Transics also indicated that it created a new 
tax structure and should recognize the tax assets from the mother company as of 2008. 

• Transics is guiding for more than 25% sales growth in 2008 below our estimated 33% 
YoY growth but we have a strong feeling that this guidance may be conservative as the 
company indicated to be strongly expanding the business internationally. As a result of 
the strong growth, the company mentioned the increase in operating expenses is likely 
to weigh on margins in 2008. We are not worried by this statement as it is a 
consequence of the investments in the growth of the business. The more meaningful 
gross margin is guided flat at 73% which shows no price pressure. We will not change 
our model still which assumes flat YoY margins with a weaker 1H08. 

Conclusion 
All in all, a good set of results for Transics and a guidance which, in our view, contains more 
positive than negative. We maintain our BUY and DCF-backed TP of €24. Transics is a 
highly profitable and operationally geared leader which we expect to gain market shares in 
a very under-penetrated Fleet Management Solutions market. Risks. Potential risks range 
from economic uncertainties, technology shifts and intensifying competition to company-
specific concerns like execution risks and potential product delays. 

Maintained 

Buy 

Price (28/02/08) €17.99

Maintained 
12m target price €24.00

12m forecast returns (%) 
Share price 33.4 
Dividend 0.0 
12m f'cst total return 33.4 

Market cap €145.5m
Reuters TRAN.BR

Rodolphe Blondiau 
Brussels  +32 2 547 3338 
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Wavin 
Prudence is called for, EU housing faces a challenging ‘08
 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  1,501.5 1,614.6 1,642.1 1,696.6
EBITDA 199.0 210.2 209.0 215.1
Net profit 73.4 78.9 88.7 94.7
Adj EPS (€) 1.08 1.07 1.20 1.27
Adj PER (x) 8.1 8.2 7.3 6.9
Dividend yield (%) 4.0 4.6 5.2 5.6
EV/EBITDA (x) 6.4 5.9 5.7 5.2
Price/NAV (x) 2.3 2.0 1.7 1.5
ROE (%) 48.8 24.6 23.6 21.8

Source: Company data, ING estimates 
 

News 
Wavin published its final FY07 results this morning, which did not include much surprises 
versus the preliminaries released back in January. Most important are management’s 
statements regarding the future, Wavin stated: “a number of key indicators in the 
construction sector point towards a challenging period ahead and it has yet to be seen what 
the full effect will be of the credit crisis on the EU building markets.” Wavin also stated that it 
is particularly cautious about the UK/Ireland region (c.27% of sales), given the development 
of the UK housing sector, the depreciation of the £ and the ongoing decline of the Irish 
construction market. On the other hand, Wavin sees continued solid construction activity in 
the emerging economies of Central and Eastern Europe (around 20% of total sales). Figure 
1 captures our sales and EBITDA estimates per division versus the actual numbers. 

Figure 1 Wavin FY07 results 

(€m) FY07F ING FY07A 

 Sales EBITDA Margin (%) Sales Diff. (%) Growth (%) EBITDA Diff. (%) Margin (%)
UK & Ireland 438.6 70.2 16.0 442.0 0.8 -1.7 72.7 3.6 16.4
North West Europe 331.4 25.8 7.8 323.6 -2.3 3.0 26.3 1.8 8.1
Nordic 232.8 25.0 10.8 232.2 -0.2 6.0 25.7 2.7 11.1
South West Europe 170.0 17.0 10.0 174.7 2.8 7.9 17.2 1.2 9.8
Central Eastern Europe 230.0 46.0 20.0 223.3 -2.9 19.4 43.7 -5.0 19.6
South East Europe 147.3 14.7 10.0 152.1 3.3 15.7 14.5 -1.5 9.5
Other 64.6 11.5 17.8 70.6 9.4 84.8 12.0 4.7 17.0
Total 1614.6 210.2 13.0 1,618.5 0.2 7.8 212.1 0.9 13.1
Source: Company data, ING estimates 

_ 

Net debt arrived at €542m (5% below our forecast of €568m) and reflects a net 
debt/EBITDA ratio of 2.6x (target 3.0x). Analyst meeting scheduled for today at 14:30 CET. 

Conclusion 
Although we also notice the current depressed valuation levels, Wavin shares trade at a 
PER 2008F of 7.3x and an EV/EBITDA 2008F of 5.7x, we do believe several factors explain 
the low valuation. 1) The current uncertain economic outlook and credit crisis weigh 
particularly on EU construction sentiment and already triggered a slowdown in several 
housing markets. 2) The relatively limited visibility of Wavin’s business model adds to the 
valuation discount in current nervous equity markets. 3) We suspect investors avoid 
companies with relative large net debt. Hence we maintain our neutral stance on the stock 
and stick to our €9.5 TP (currently based on a 15% discount to our DCF model). 

Biggest risk: Spreading of the weakness in housing to other EU markets. 

 

Maintained 

Hold 

Price (28/02/08) €8.8

Maintained 
12m target price €9.5

12m forecast returns (%) 
Share price 8.6 
Dividend 4.6 
12m f'cst total return 13.2 

Market cap €679.4m
Reuters WAVIN.AS

Tijs Hollestelle 
Amsterdam  +31 20 563 8789 
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Small & mid cap calendar and recent publications 

 
 
 
Financial Calendar
Covered stocks
Date Company Event Rec
28-Feb-08 Royal TenCate FULL YEAR Hold
29-Feb-08 Belgacom SA FULL YEAR Buy
29-Feb-08 Brunel International FULL YEAR Buy
29-Feb-08 Kinepolis FULL YEAR Buy
29-Feb-08 Wavin FULL YEAR Hold
03-Mar-08 Binckbank FULL YEAR Buy
07-Mar-08 Ackermans & van Haaren FULL YEAR Buy
07-Mar-08 Draka FULL YEAR Buy
07-Mar-08 Galapagos FULL YEAR Hold
07-Mar-08 Recticel H2 Buy
07-Mar-08 USG People Q4 Buy
07-Mar-08 Vopak Q3 Hold
08-Mar-08 IBA FULL YEAR Hold
08-Mar-08 Smit International FULL YEAR Hold
08-Mar-08 Fugro FULL YEAR Buy
09-Mar-08 Wegener FULL YEAR Hold
12-Mar-08 TKH Group FULL YEAR Buy
13-Mar-08 Grontmij FULL YEAR Hold
14-Mar-08 Bekaert H2 Buy
14-Mar-08 Beter Bed FULL YEAR Buy
14-Mar-08 Sioen Industries H2 Buy
14-Mar-08 Ballast Nedam FULL YEAR Hold
15-Mar-08 Arseus H2 Buy
15-Mar-08 Deceuninck FULL YEAR Hold
15-Mar-08 Omega Pharma H2 Hold
Roadshow Calendar
Date Company Representative Country
29-Feb-08 CFE CEO, CFO Belgium
03-Mar-08 Kinepolis CFO Belgium
04-Mar-08 BinckBank Mgt United Kingdom
04-Mar-08 CFE CEO, CFO France
05-Mar-08 CFE CEO, CFO United Kingdom
05-Mar-08 Transics Mgt United Kingdom
06-Mar-08 EVS CFO, IR Switzerland
06-Mar-08 Randstad CEO, CFO, IR United Kingdom
07-Mar-08 AGFA Mgt United Kingdom
07-Mar-08 Arcadis CFO Ireland
07-Mar-08 IBA Mgt Belgium
07-Mar-08 Transics Mgt United Kingdom
10-Mar-08 Banimmo Mgt France
10-Mar-08 Wessanen CEO,CFO, IR Netherlands
10-Mar-08 Transics Mgt Belgium
11-Mar-08 Aalberts CFO Germany
12-Mar-08 Fugro CEO, CFO Netherlands
13-Mar-08 Brunel CEO United Kingdom
14-Mar-08 Fugro CEO, CFO Netherlands
17-Mar-08 ASMI IR Belgium
17-Mar-08 USG CFO Germany
17-Mar-08 Transics Mgt Germany
19-Mar-08 Fugro CFO Switzerland
20-Mar-08 Ballast Nedam Mgt Scotland
31-Mar-08 Grontmij Mgt Scotland
03-Apr-08 TKH CEO Netherlands
04-Apr-08 Ballast Nedam Mgt France
07-Apr-08 ASMI IR Netherlands
09-Apr-08 Alfacam CEO Germany
09-Apr-08 Ballast Nedam Mgt France
09-Apr-08 IBA Mgt United Kingdom
Recent Publications
Date Company Title Rec
22-Feb-08 Befimmo Befimmo/Sharpening the focus/BUY Buy
22-Feb-08 Cofinimmo Cofinimmo/Where has growth gone?/HOLD Hold
22-Feb-08 Heijmans Heijmans/No unpleasant surprises, but no outlook either/BUY Buy
22-Feb-08 TomTom TomTom/Another strong year ahead/BUY Buy
22-Feb-08 USG People USG People/Important strategic step in Germany/BUY Buy
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Large cap calendar and recent publications 

 
 

 
_ 

Financial Calendar
Covered stocks
Date Company Event Rec
27-Feb-08 Reed-Elsevier NV INTERIM Buy
29-Feb-08 UCB FULL YEAR Hold
06-Mar-08 Akzo Nobel Q4 Buy
07-Mar-08 Fortis Q4 Hold
07-Mar-08 Home Invest Belgium FULL YEAR Hold
Roadshow Calendar
Date Company Representative Country
06-Mar-08 Akzo Nobel CEO,CFO Nethelands (dinner meeting)
06-Mar-08 ING CEO,CFO, IR Netherlands
07-Mar-08 ING Mgt Belgium
12-Mar-08 DSM Mgt Netherlands
03-Apr-08 Royal Dutch Shell Mgt Netherlands
28-Aug-08 DSM Mgt Netherlands (dinner meeting)

Recent Publications .
Date Company Title Rec
22-Feb-08 KBC KBC/Keeping its eye on the ball/BUY Buy
21-Feb-08 Heineken Heineken/Share price falls to value level. Too early to play!/HOLD Hold
20-Feb-08 KPN KPN/2010 guidance provides improved visibility/BUY Buy
20-Feb-08 TNT TNT/Tough times for earnings growth/ HOLD (Previously: Buy) Hold
14-Feb-08 DSM DSM/4Q results, outlook slightly disappointing; TP reduced/BUY Buy
08-Feb-08 Unilever NV Unilever NV/Business momentum remains solid, EPS lagging/BUY Buy
06-Feb-08 KPN KPN/2010 guidance highlights good cash flow visibility/BUY Buy
04-Feb-08 Unilever NV Unilever NV/4Q07 will confirm it’s different now…/BUY Buy
24-Jan-08 Dexia European banks/Scarce growth deserves a premium Hold
24-Jan-08 Fortis European banks/Scarce growth deserves a premium Hold
24-Jan-08 KBC European banks/Scarce growth deserves a premium Buy
22-Jan-08 Philips Philips/On track for 2010 targets; accelerating €5bn buyback/BUY Buy
21-Jan-08 KPN KPN/Steady as she goes/BUY Buy
18-Jan-08 Delhaize Delhaize/Resilient 4Q07 sales: optimistic tone for 2008/BUY Buy
17-Jan-08 ASML ASML/Visibility deteriorates, lower target price/HOLD Hold
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Benelux team 
 

Research: Benelux small & mid caps 
   

Piethein Leune Staffing services 31 20 563 87 70 piethein.leune@ing.com Amsterdam 
Marcel Achterberg Technology 31 20 563 87 78 marcel.achterberg@ing.com Amsterdam 
Tijs Hollestelle  Construction & building materials 31 20 563 87 89 tijs.hollestelle@ing.com Amsterdam 
Raoul Huysmans Services & industrials 31 20 563 8760 raoul.huysmans@ing.com Amsterdam 
Frederike Kamphuis Industrials & non-food retail 31 20 563 87 41 frederike.kamphuis@ing.com Amsterdam 
Quirijn Mulder Oil services & shipping 31 20 563 87 57 quirijn.mulder@ing.com Amsterdam 
Arnaud W Goossens Industrials & holding companies 32 2 547 75 34 arnaud.goossens@ing.be Brussels 
Rodolphe Blondiau Technology 32 2 547 33 38 rodolphe.blondiau@ing.be Brussels 
Filip De Pauw Industrials 32 2 547 60 97 filip.de.pauw@ing.be Brussels 
Luc Struelens Industrials  32 2 547 36 78 luc.struelens@ing.be Brussels 
Herman van der Loos, CFA Real estate 32 2 547 25 09 herman.van-der-loos@ing.be Brussels 
  

 

  

     

Research: Benelux large caps 
 

  
Mark Clark Biotechnology 44 20 7767 6358 mark.clark@uk.ing.com London  
Axel Funhoff Logistics & mail 32 2 547 72 75 axel.funhoff@ing.be Brussels 
Marco Gulpers Food & beverages 31 20 563 8758 marco.gulpers@ing.com Amsterdam 
Jason Kenney Oil & gas 44 141 527 3024 jason.kenney@uk.ing.com Edinburgh 
Bertrand Kuentzler Telecoms 32 2 547 8210 bertrand.kuentzler@ing.be Brussels 
Albert Ploegh Banks & insurance 31 20 563 87 48 albert.ploegh@ing.com Amsterdam 
Gerard Rijk Food & beverages 31 20 563 87 55 gerard.rijk@ing.com Amsterdam 
John-David Roeg Retail 31 20 563 8759 john.roeg@ing.com Amsterdam 
Paul Satchell Chemicals 44 20 7767 6350 paul.satchell@uk.ing.com London 
Marc Zwartsenburg Staffing services & distribution 31 20 563 87 21 marc.zwartsenburg@ing.com Amsterdam 
  

 

  

     

Specialist sales  
    

Patric Coomans  31 20 563 8082 patric.coomans@ingbank.com Amsterdam 
Richard Koning  31 20 563 8083 richard.koning@ingbank.com Amsterdam 
Anthony della Faille  32 2 557 13 77 anthony.della.faille@ing.be Brussels 
Antoine Prédour  32 2 557 13 83 antoine.predour@ing.be Brussels 
Alexandre Gerard  33 1 5639 4576 alexandre.gerard@ing.fr Paris 
Thomas Tyler  44 20 7767 8864 thomas.tyler@uk.ing.com London 
     
     

Sales desks 
    

Amsterdam  31 20 563 80 84   
Brussels  32 2 547 13 71   
Edinburgh  44 131 527 3020   
Geneva  41 22 593 80 50   
London  44 20 7767 8954   
Madrid  34 91 789 8888   
Milan  39 02 89629 3660   
New York  1 646 424 6033   
Paris  33 1 55 68 45 00   
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Disclosures Appendix 
ANALYST CERTIFICATION 
The analyst(s) who prepared this report hereby certifies that the views expressed in this report accurately reflect 
his/her personal views about the subject securities or issuers and no part of his/her compensation was, is, or will be 
directly or indirectly related to the inclusion of specific recommendations or views in this report. 

IMPORTANT DISCLOSURES 
Company disclosures and ratings charts are available from the disclosures page on our website at 
http://research.ing.com or write to The Compliance Department, ING Financial Markets LLC, 1325 Avenue of 
the Americas, New York, USA, 10019. 
Valuation and risks: For details of the valuation methodologies used to determine our price targets and risks related 
to the achievement of these targets refer to the main body of this report and/or the most recent company report 
available at http://research.ing.com.  

The remuneration of research analysts is not tied to specific investment banking transactions performed by ING 
Group although it is based in part on overall revenues, to which investment banking contribute. 

Securities prices: Prices are taken as of the previous day’s close on the home market unless otherwise stated. 

Job titles. The functional job title of the person/s responsible for the recommendations contained in this report is 
equity research analyst unless otherwise stated. Corporate titles may differ from functional job titles.  

Conflicts of interest policy. ING manages conflicts of interest arising as a result of the preparation and publication of 
research through its use of internal databases, notifications by the relevant employees and Chinese walls as 
monitored by ING Compliance. For further details see our research policies page at http://research.ing.com. 

FOREIGN AFFILIATES DISCLOSURES 
Each ING legal entity which produces research is a subsidiary, branch or affiliate of ING Bank N.V. See back page 
for the addresses and primary securities regulator for each of these entities. 

RATING DISTRIBUTION (as of end 4Q07)  RATING DEFINITIONS 

Equity coverage Investment Banking clients*

Buy 51% 31%

Hold 43% 26%

Sell 6% 27%

 100% 

* Percentage of companies in each rating category that are Investment Banking 
clients of ING Financial Markets LLC or an affiliate. 

 Buy: Forecast 12-mth absolute total return greater than +15% 

Hold: Forecast 12-mth absolute total return of +15% to -5% 

Sell: Forecast 12-mth absolute total return less than -5% 

Total return: forecast share price appreciation to target price plus forecast annual 
dividend. Price volatility and our preference for not changing recommendations too 
frequently means forecast returns may fall outside of the above ranges at times. 

Research published prior to 15/12/05: EMEA equities’ ratings were based on US 
dollar total returns; Western Europe’s were based on: absolute return +25%, Strong 
Buy; greater than +10%, Buy; +10% to -10%, HOLD; lower than -10%, Sell. 

  . 

_ 
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Publications 
The following extracts are taken from this morning’s
published research. 

For the full report, including disclosures, please see our
website: research.ing.com or speak to your sales contact. 
 

 

 

 

 



 

 

SEE THE DISCLOSURES APPENDIX FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4Q07 results due 6 March 0700 CET: CC 13.00 CET +44 20 7806 1962 (code: 
1496555#). Also on 6 March: 1100 CET Carrefour web cast, 1500 CET Delhaize CC. 

4Q07 forecast: Ahold had released better-than-expected 4Q07 sales figures on 25 
January. We forecast a 4% higher clean EBIT of €247m, giving a FY07 margin of 
4.47%, ie, at the upper end of the group’s targeted 4.0-4.5% range. We expect a 24% 
increase in profits at Albert Heijn, flat results at Giant Carlisle and a 6% lower profit at 
Stop & Shop/Giant L. Listed Schuitema (non-core) already reported weak 4Q07 results 
as it improved further the buying conditions of its franchisees. Including VIP-related 
charges, we forecast a 7% higher EBIT of €234m. The rest of the P&L is less relevant 
owing to the disposals of Tops/US Foodservice which distort the picture. Our net profit 
from continuing operations forecasts comes to €175m (EPS €0.15). For FY07F, we 
forecast respectively net profit (continuing) and EPS of €810m and €0.56. For a 
detailed breakdown of our forecasts and consensus estimates see overleaf. Re 2008, 
we expect Ahold to guide towards a similar Retail EBIT margin compared with 2007.  

The long-awaited VIP update. The main theme will be the impact (success) of the 
VIP roll-out on S&S/GL’s performance. Ahold has promised to provide information 
about the results of the first five quarters of the c.9 quarter programme (eg, volume 
improvements, increases in traffic/basket size, margin mix, private label and cost 
savings). If Ahold presents a convincing update, it should help improve visibility and 
thus the group’s entire valuation, given that S&S/GL account for 40% of group sales. 
Other potential share price catalysts include a new share buyback programme and an 
update on the group’s new growth ambitions for the Netherlands.  

Investment rating: We have a BUY rating and a DCF/SOTP-based TP of €11. We 
see substantial potential upside in the group’s valuation, as we expect a successful 
turnaround at Stop & Shop and further value-creating initiatives such as new growth 
possibilities in the Netherlands and more share buybacks. We believe the shares are 
oversold since the start of 2008 amid fears over a US slowdown. Risks to margin 
should mainly come from S&S/GL, but note that these two group’s margins were 
already affected by the roll-out of VIP in 2007. The impact should ease substantially 
going into 2008, also thanks to accelerating VIP-related cost savings. The main risks 
on the downside to our TP lie in US Retail execution.  

 We expect 4Q07 to be no different from recent quarters, ie, a 
robust performance at Albert Heijn with EBIT growth of more than 
20% and VIP-related margin pressure at Stop & Shop/GL.  

 Compared to our estimates AH may surprise, while S&S/GL margins 
could have been affected more by VIP. Restrictive capex and 
disposal proceeds may pave the way for more buybacks in FY08.  

John David Roeg Amsterdam  +31 20 563 8759 John.Roeg@ing.com
  
28 February 2008  

Reuters: AHLN.AS Price: €9.15

Buy
Maintained

Ahold 
4Q07 preview due 6 March (0700CET) 

Preview 

27/02/08

12-mth target: €11.00

Equity Markets 

Food & drug retailers Netherlands

Share price performance 

6

7

8

9

10

11

12

2/06 8/06 2/07 8/07 2/08
Price
AEX All Share (rebased)

Source: ING 

Maintained

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F

Turnover  42,101 32,563
EBITDA 2,390.7 1,939.4
Net profit 899.0 2,826.3
Adj EPS 0.52 0.56
Adj PER (x) 17.6 15.1
Dividend yield (%) 6.3 2.0
EV/EBITDA (x) 6.8 5.9
Price/NAV (x) 2.7 2.3
ROE (%) 16.7 16.9

12-month forecast returns (%) 
Share price 20.2
Dividend 2.0
12m f'cst total return 22.2

Share data 
No. of shares (m) 1,175.6
Daily turnover (shares) 13,137,700
Free float (%) 100.0
Enterprise value (€m) 10,690
Market cap (€m) 10,757



 

 

SEE THE DISCLOSURES APPENDIX FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Solid 4Q07.  ASM International (ASM) reported 4Q07 net income of €19.1m or €16.1m 
excluding one-time items. This was close to our estimate of: €15.4m. Sales were a 
touch light though at €238m (INGF: €243m). The Back-End (ASMP) performed below 
our expectations with an EBIT contribution of €35.1m (INGF: €41m) but the Front-End 
(FE) reported better-than-expected EBIT of €4.3m (INGF: €1.7m) as the gross margin 
jumped to 35.5% from 31.3% in 3Q07. During today’s conference call, the latter was 
attributed to mix effects, lower COGS due to FEMS and license income. 

Strong bookings but warning on 1Q08.  Bookings growth of 27% (seq.) was much 
stronger than expected, particularly at FE (62%) although this followed from two very 
poor quarters. Much of the 4Q orders were turns business – we understand that about 
half of 4Q07 sales were done in December. Despite the 7% higher backlog, 
management warns that FE sales and profitability will be down sequentially amid the 
industry contraction. As a result, 1H08 will be difficult. For ASMP, management still 
expects a solid contribution again but visibility is ‘poor’.  

Dismisses shareholders’ request. In a reply-letter to Fursa, ASM stated this morning 
that ASM is not in favour of replacing the boards with a one-tier industry experts board 
as suggested by Fursa. It believes that the delivery of profitability at the FE in 2007 is 
sufficient evidence that the existing management team can turn around FE. We 
estimate that FE was marginally profitable in 2007 with a net income of €4.7m, 
excluding items. Founding CEO Arthur Del Prado is thus succeeded by his son Chuck 
as per tomorrow and he is reviewing the current restructuring plans given the 
deteriorating market trends. The breakeven sales level is to be reduced to <€100m pq 
(from c.€110m in 2007). The new CEO’s priority is getting profitability up to industry 
peer levels. More details are expected in May ahead of the AGM. We would not be 
surprised if Fursa continues to put management under pressure. 

Conclusion.  We already reduced our estimates ahead of the numbers and we thus 
leave them virtually unchanged today. We remain cautious regarding the long-term 
level of profitability that the FE may ever reach over the cycle. Our sum-of-the-parts 
derived TP is €14.5 and would value the group at c.16x 2008F PER. This assumes a 
value of negative €2-3 for the FE, which we still believe to be appropriate for now. 
While the chip capex cycle is deteriorating, the ongoing shareholders’ activism may 
provide some short-term support for the share price: HOLD. 

 ASM warned that 1Q08 sales and profitability will be down 
sequentially, despite the bookings’ strength in 4Q07. Ahead of the 
release we already cut our estimates and TP in view of the chip 
capex trends and leave them virtually unchanged now. 

 In a letter ASM rejects shareholders’ plans to replace management. 
 We remain cautious regarding the core long-term profitability of 
ASM and continue to rate the shares HOLD. 

Marcel Achterberg Amsterdam  +31 20 563 8778 marcel.achterberg@ing.com
  
28 February 2008  

Reuters: ASMI.AS Price: €13.89

Hold
Maintained

ASM International 
Warns on 1Q08; rejects shareholders’ request 

Company results 

27/02/08

12-mth target: €14.50

Equity Markets 

IT hardware Netherlands

Share price performance 

10

12

14

16

18

20

22

2/06 8/06 2/07 8/07 2/08
Price
AEX All Share (rebased)

Source: ING 

Maintained

Forecasts and ratios 

Yr to Dec (€m) 2006 2007

Turnover  877.5 958.2
EBITDA 167.0 175.3
Net profit 34.3 61.0
Adj EPS (€) 0.64 1.13
Adj PER (x) 21.6 12.3
Dividend yield (%) 0.0 0.7
EV/EBITDA (x) 9.1 9.1
Price/NAV (x) 2.7 2.6
ROE (%) 13.3 21.6

12-month forecast returns (%) 
Share price 4.4
Dividend 0.7
12m f'cst total return 5.1

Share data 
No. of shares (m) 54.0
Daily turnover (shares) 506,675
Free float (%) 77.9
Enterprise value (€m) 1,555.5
Market cap (€m) 749.6



 

 

SEE THE DISCLOSURES APPENDIX FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4Q07 results due 6 March 0800 CET: CC 1500 CET at +44 207 162 0125. Note also 
on 6 March: 1100 CET Carrefour web cast, 1300 CET Ahold CC.  

5.5% organic sales growth: On 17 January Delhaize released excellent sales figures: 
organic sales growth of 5.5%, 3.7% comparable growth for the US, 1.3% comparable 
growth for Belgium and mid-teens growth for Greece. Accompanying the sales figures 
were optimistic comments in our view regarding sales opportunities in 2008. We also 
believe that Delhaize tried to tell the market that: a) FY07 profit targets would be met; 
b) Belgian margins are recovering from a sub-trend 3Q; c) a resilient US performance 
in spite of growing evidence of a consumer spending slowdown.  

4Q07 forecast (see detailed breakdown overleaf): We forecast a 7% lower EBIT of 
€242.6m (+1.8% in constant currency terms), giving 4Q07 and FY07 margins of 5.2% 
and 4.9% respectively. Following a sub-trend performance in Belgium in 3Q07 (due to 
weather, systems, competition, A&P phasing), our forecast implies FY07 constant 
currency EBIT growth of 6.3% which is at the lower end of the group’s targeted 6-8% 
growth range. Although the bears may view this as disappointing, we would like to 
stress that it would imply a sequential EBIT margin improvement in Belgium from a low 
of 2.2% in 3Q07 towards our estimated 3.7% in 4Q07. If confirmed, such a recovery 
bodes well for 2008 and beyond and would redirect the financial market’s attention to 
the US, where the group’s performance has been excellent in recent quarters.  

For 4Q07 we forecast a 3% higher net profit of €125.4m (EPS €1.22). For FY07, we 
forecast respectively €467m (a high teen y-o-y increase in constant currency) and EPS 
of €4.65. Note that these estimates exclude one-off post-tax debt restructuring charges 
of €62m. For 2008, we expect Delhaize to guide towards 5-6% organic sales growth 
and constant currency EBIT growth of 6-8%. 

Investment rating: Our DCF/SOTP-based target price of €70 provides potential upside of 
c.40%. Being among best-in-class in terms of organic sales growth, EBIT margins and 
underlying net profit growth, in combination with a convincing strategy, we would expect 
Delhaize’s valuation gap (in 2009 EV/EBIT and EV/EBITDA terms) to US and European 
peers to narrow from 10-30%. The main risk on the downside to our TP lies in the potential 
impact on grocery stores sales from a consumer spending slowdown in the US.  

 Following excellent 4Q07 sales figures, we expect Delhaize to 
report a 2% higher 4Q07 constant currency EBIT which would 
imply a resilient US performance and a sequential margin recovery 
in Belgium.  

 If confirmed, we would expect a share price recovery after the 
recent sell-off which we view as excessive (see r.h. side chart). 

John David Roeg Amsterdam  +31 20 563 8759 John.Roeg@ing.com
  
28 February 2008  

Reuters: DELB.BR Price: €52.06

Buy
Maintained

Delhaize 
4Q07 preview due 6 March (0800 CET) 
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12-mth target: €70.00
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Food & drug retailers Belgium
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Maintained

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F

Turnover  19,225 18,957
EBITDA 1,442.3 1,437.6
Net profit 351.9 416.9
Adj EPS 4.39 4.01
Adj PER (x) 11.8 13.0
Dividend yield (%) 2.5 2.7
EV/EBITDA (x) 5.5 5.6
Price/NAV (x) 1.4 1.4
ROE (%) 11.8 10.7

12-month forecast returns (%) 
Share price 34.5
Dividend 2.7
12m f'cst total return 37.1

Share data 
No. of shares (m) 99.1
Daily turnover (shares) 447,236
Free float (%) 100.0
Enterprise value (€m) 7,780.5
Market cap (€m) 5,160.9



 

 

SEE THE DISCLOSURES APPENDIX FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2007 trading update. Galapagos issued a trading update ahead of its FY2007 results 
(due on 7 March). Although the company will exceed its prior revenue guidance for 
2007 (ie, revenues will be >€64m) this looks to be due to revenue recognition of the 
upfront payments for three 4Q partnering deals as the services business BioFocus DPI 
clearly disappointed. The latter will report revenues of €48.5m, 7% below our €51.9m 
forecast, and - as opposed to restoring the business to overall profitability in 2007 (the 
company's target) - it will record a €4.9m loss. This presumably explains why year-end 
cash of €49m is €3m below our forecast. The key areas of weakness were compound 
libraries (for the second consecutive year) and biology services. Looking to 2008, the 
company states that it "is confident that the restructuring and consolidation efforts 
affecting the service division will start to pay off in 2008 and will contribute to bringing 
the division back into profitability". However, we think some caution is merited as the 
company appears uncertain as to why its biology activities fell short of expectations. 

R&D update. Galapagos also hosted an R&D meeting, the key points of which were 
as follows: a candidate against the GT418 target is planned to begin a phase I trial in 
rheumatoid arthritis (RA) in early 2009, a delay against prior expectations of a 2008 
start; an integrin receptor antagonist, that was acquired with ProSkelia, will enter 
phase I late this year, although the first indication will be for the smaller market of bone 
metastasis rather than osteoporosis (which is now described as a "potential second 
indication"); Galapagos remains on track to enter a compound in to phase I in 2009 in 
its osteoarthritis alliance with GlaxoSmithKline; the company is seeking to out-license 
a novel Alzheimer’s target (GT177); the SARM programme in osteoporosis is being 
discontinued due to poor bioavailability and the E2G product for menopausal "hot 
flashes" will be handed back to ProStrakan after a failed partnership search. Overall, 
this update confirms our view that Galapagos’ pipeline remains very early-stage (the 
first projected launches in bone metastases and RA are each around 2016) and we 
think that confirmation of clinical entry will be needed to increase investor confidence. 

Valuation. Adjusting for assumed later pipeline launches (2016 vs 2014/15 previously) 
and for reduced BioFocus DPI revenue forecasts we lower our SOTP-driven target 
price to €6.7/share (from €7.5). We retain our HOLD rating. Key for 2008 will be 
evidence of a turnaround in BioFocus DPI and no further slippage in pipeline timelines.

 Disappointing 2007 revenues from its services business plus delays 
to the early-stage pipeline lead us to reduce our target price 
further, to €6.7/share (from €7.5). While Galapagos may well deliver 
an exciting portfolio of novel bone and joint drugs in the long term, 
the timelines remain very distant and we see better value (and 
more immediate triggers) in other small-cap biotech stocks. 

Mark Clark London  +44 20 7767 6358 mark.clark@uk.ing.com
  
28 February 2008  
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Hold
Maintained

Galapagos 
Distant timelines 

Company update 

27/02/08

12-mth target: €6.7
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Previously: €7.5

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F

Turnover  35.2 65.0
EBITDA (7.1) (12.0)
Net profit (11.3) (14.2)
Adj EPS (€) (0.74) (0.59)
Adj PER (x) N/A N/A
Dividend yield (%) 0.0 0.0
EV/EBITDA (x) (11.0) (9.8)
Price/NAV (x) 0.9 1.4
ROE (%) (13.3) (13.0)

12-month forecast returns (%) 
Share price (4.1)
Dividend 0.0
12m f'cst total return (4.1)

Share data 
No. of shares (m) 14.4
Daily turnover (shares) 14,512
Free float (%) 59.4
Enterprise value (€m) 85.3
Market cap (€m) 100.3
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Recticel is due to report 2H07 results on Friday 7 March, prior to market opening. The 
company is hosting an analysts’ meeting later that day. 

Ahead of the 2H07 results, we have fine-tuned our forecasts for Recticel, thereby 
plugging in - among other things - a fractionally lower gross margin (to account for the more 
difficult economic environment and the lower trim foam prices) and a slightly higher taxation 
rate for 2H07F. The table below summarises the earnings revision, which is in fact limited in 
view of Recticel’s low-margin profile. 

Recticel: EPS revision 

 2007F 2008F 2009F

New EPS (€) 0.91 1.15 1.28
Previous EPS (€) 0.96 1.22 1.28
Revision (%) -5.5 -6.0 -0.2

Source: Company data, ING estimates 
_ 

In the 2H07F results, we expect few surprises. We expect the company’s sales, EBITDA 
and EBIT to post in line with the 1H07 results, and we expect the outlook for 2008 to remain 
fairly reassuring. A higher taxation rate vs 1H07 (guided for by management) and a 
normalised level for minorities, should prompt 2H07’s net results to decline sequentially, but 
bring them substantially (+186%) above 2H06’s net (recurrent) level. 

We upgrade Recticel from a Hold to a BUY recommendation in view of: (1) Recticel’s 
attractive valuation (2008F PER of 8.0x and 2008F EV/EBITDA of 4.3x); (2) the unlikelihood 
of the 2H07F results or company guidance disappointing; (3) Recticel’s potential to further 
improve EBITDA in Automotive (Interior trim) and thanks to the strong demand for 
Insulation, thereby offering the company a safety cushion if consumer spending were to 
drop more than expected in the current economic environment; and (4) Recticel’s long-term 
refinancing is settled, which should remove a former concern as the company is highly 
geared.  

 We expect few surprises in Recticel’s forthcoming 2H07 results. 

 In view of the attractive valuation and the anticipation of further 
EBITDA improvements in 2008F coming from Interior trim and 
Insulation, we upgrade Recticel from a Hold to a BUY 
recommendation. Our target price remains unchanged at €11.30, 
which offers 26% upside potential and still represents a 15% 
discount to our DCF valuation. 

Luc Struelens Brussels  +32 2 547 3678 luc.struelens@ing.be
  
28 February 2008  

Reuters: RECT.BR Price: €9.17

Buy
Previously: Hold

Recticel 
Upgraded to BUY and 2H07 results preview 

Change in recommendation 

27/02/08

12-mth target: €11.30
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Maintained

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F

Turnover  1,474.4 1,589.3
EBITDA 106.0 120.4
Net profit (21.2) 26.0
Adj EPS (€) (0.75) 0.91
Adj PER (x) - 10.1
Dividend yield (%) 1.9 2.7
EV/EBITDA (x) 5.3 4.6
Price/NAV (x) 1.4 1.3
ROE (%) (10.6) 13.0

12-month forecast returns (%) 
Share price 23.2
Dividend 2.7
12m f'cst total return 26.0

Share data 
No. of shares (m) 28.6
Daily turnover (shares) 6,006.0
Free float (%) 54.5
Enterprise value (€m) 534.6
Market cap (€m) 262.6



 

Following a roadshow with TNT in Geneva on Wednesday, 
we reiterate our HOLD rating. While we think that TNT can 
master a potential downturn without large margin 
contraction, we do not see substantial earnings growth. 

Maintained 

Company visit 

Netherlands 

€27.46
27/02/08 

28 February 2008 

Hold 

Key ratios 

 2006 2007F

Turnover growth (%) 2.9 6.1
EBITDA margin (%) 15.5 14.1
Operating margin (%) 12.4 11.0
Net debt/equity (%) 44.1 51.2
ROACE (%) 26.5 28.9

Share data 
No. of shares (m) 385.1
Daily turnover (shares) 1,275,530
Free float (%) 100.0
Enterprise value (€m) 11,204
Market cap (€m) 10,575

TNT 
Defensive due to variable cost 
structure; limited earnings growth 
 

12-month forecast returns (%) 
Share price 9.2
Dividend 3.1
12m f'cst total return 12.3

Support services €30 
Target price (12 mth): Maintained 

TNT.AS 
Reuters 

Equity Markets 

Share price performance 
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Axel Funhoff 
Brussels  +32 2 547 7275 
axel.funhoff@ing.be 

 
 
 

Defensive but not exciting. We believe that TNT is fundamentally very 
defensive in an economic downturn, due to its broadly variable cost 
structure. However, the key investment obstacle is a lack of earnings growth. 

Express. The Express business, which is generally believed to be very 
cyclical, is dominated by a variable cost structure, due to a well-developed 
subcontracting model: here, we expect no pronounced margin contraction. 

Mail. The company expects the Dutch government to delay full market 
opening, possibly until 2011. Also, TNT sounds quite determined about 
exiting the German mail market if it loses its court case on minimum wages 
against the German government. While we expect the share price to react 
positively in a short-term reaction if TNT withdraws from Germany (as TNT 
would actually cut losses), we think this closes the door on long-term value 
creation. Despite high minimum wages, the German mail market has 
possibly become much more attractive for TNT, as PIN Group is in 
insolvency and the letter market is now open. 

Forecasts and ratios 

Yr to Dec (€m) 2006 2007F 2008F 2009F

Turnover  10,346 10,973 11,658 12,317
EBITDA 1,607.0 1,552.0 1,729.3 1,782.9
Net profit 830.0 791.0 875.2 879.0
Adj EPS (€) 1.96 2.07 2.27 2.28
Adj PER (x) 14.0 13.3 12.1 12.0
Dividend yield (%) 2.8 3.1 3.3 3.5
EV/EBITDA (x) 7.8 7.4 6.5 6.0

Source: Company data, ING estimates 

FTSE E300FTSE E300: 1358.21 research.ing.com 

SEE THE DISCLOSURES APPENDIX FOR IMPORTANT 
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