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2008 EPS forecast lifted to € 6.42 (+ 12 %)   

New EPS forecasts for 2009 (€ 6.39; +3.1 %) and 2010 (€ 6.68; +5.3 %) 

Activities in the field of railway technology relatively crisis-proof   

Buy rating confirmed; new target price at € 45.00   
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News Flash.  
 

Schaltbau 12/17/2008

Topic: Company update 

“Like a rock”: Railway technology 

Schaltbau should overcome the recession quite easily. The stable business in the 
field of mobile and stationary railway technology is the main factor here. On the 
other hand, we believe the company will have to put up with revenue declines in the 
field of capital goods and the truck industry (combined revenue share of  21 %) in 
the next year. The relatively non-cyclical rail business, however, has prompted us to 
leave the rating of the Schaltbau share at Buy given the attractive valuation. We are 
lowering the target price from € 55.00 to € 45.00. 

  

 Share data EV/Sales EV/EBIT PER
current previous

€ €

2007 3,85 3,85 0,5 9,0 9,0

2008e 6,42 5,73 0,5 6,3 5,4

2009e 6,39 6,20 0,5 6,3 5,4

2010e 6,68 6,35 0,4 6,1 5,2

EPS

  Company data Revenues EBITDA EBIT EBIT margin Net Profit

€m €m €m in % €m

2007 232,1 19,4 14,1 6,1% 7,2

2008e 280,0 25,7 20,0 7,1% 12,0

2009e 280,0 26,0 20,0 7,1% 12,0

2010e 285,1 26,3 20,7 7,3% 12,5

  

 

 

Pros: 

 Schaltbau benefits from the intact demand in rail transport and could thus cush-
ion at least some of the economic downturn 

 The margins recently got a significant boost in the current year (EBIT margin 9M 
2008: 8.6 %) 

 Valuation versus the peer group shows some high discounts 

 

Cons: 

 Q4 2008 should show very weak margins (LBBWe Q4 2008: 2.8 %) 

 Possible conversion of the convertible bond with the corresponding price trend 
(conversion price: € 46 per share) would lead to dilution 
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  Valuation 

  Valuation according to multiples 

  Company Price Currency EV
16.12.2008 (m) 2007e 2008e 2009e 2010e 2007e 2008e 2009e 2010e 2007e 2008e 2009e 2010e

Alstom 43,61 EUR 12194 0,8 0,7 0,6 0,6 8,5 6,6 5,7 5,7 14,0 11,7 9,9 9,9
Bombardier 3,48 USD 5793 0,3 0,3 0,3 0,3 4,2 3,0 2,8 2,6 13,9 6,5 5,9 5,4
Faiveley 50,00 EUR 778 1,2 1,0 0,9 0,9 7,8 6,7 6,1 5,6 18,0 14,3 12,1 10,9

Funkwerk 4,01 EUR 49 0,2 0,2 0,2 0,2 1,7 2,1 1,8 1,8 5,0 5,3 4,0 3,0
Vossloh 77,63 EUR 1302 1,1 1,1 1,1 1,0 8,7 7,8 7,9 7,5 16,5 10,8 12,7 11,9

Mean 0,7 0,6 0,6 0,6 6,2 5,2 4,8 4,7 13,5 9,7 8,9 8,2

Median 0,8 0,7 0,6 0,6 7,8 6,6 5,7 5,6 14,0 10,8 9,9 9,9

Schaltbau 34,50 EUR 127 0,5 0,5 0,5 0,4 6,6 4,9 4,9 4,8 9,0 5,4 5,4 5,2

Premium / Discount Peer Group (Median) -27,2% -30,7% -24,1% -25,0% -15,9% -25,3% -14,6% -14,3% -36,1% -50,3% -45,3% -47,9%

Source: LBBW/IBES

EV/Sales EV/EBITDA PER

   We have compared Schaltbau with companies that also have a significant reve-
nue share in the rail industry (> 40 %). In doing so, we have considered groups 
such as Alstom and Bombardier and smaller companies such as Faiveley 
(2007/08 revenues € 693 m), Funkwerk (2007 revenues € 291 m) and Vossloh 
(2007 revenues € 1.2 bn). 

   The Schaltbau share is traded with a discount for all multiples from the median 
of the peer group based on our estimates. Drawing upon the earnings-based 
multiples EV/EBITDA and PER for 2009 and 2010, the result is a value of 
€ 40.76 per share. 

   

  Discounted cash flow valuation 

   We have carried out our DCF valuation by way of a three-phase entity ap-
proach. In the first phase from 2008 to 2010, we have given a detailed fore-
cast of the free cash flows. From 2011 to 2017, the free cash flows are deter-
mined with the help of value drivers. Phase three starts in 2018 and is based 
on a terminal value. Here, we assume a terminal growth rate of 0.5 %.  

   In detail, we have come to the following assumptions, according to which we 
have made the following changes to our flash from 29 August 2008. 

  1. Risk-free interest reduced from 4.1 % to 3.2 % 

2. Market risk premium lifted from 5.5 % to 6.6 % 

3. Credit spread increased from 2.5 % to 5.0 % 

  
DCF model assumptions

Risk free interest 3,2%

Market risk premium 6,6%

Beta-factor 1,0

Cost of equity 9,8%

Cost of debt 6,2%

Target equity ratio 70,0%

WACC 8,7%

Terminal growth rate 0,5%
Source: LBBW  
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   The free cash flow forecasts are as follows. 

  Free cash flow (€m) 2008e 2009e 2010e 2011e 2012e 2013e 2014e 2015e 2016e 2017e

Revenues  280  280  285  291  297  303  309  315  321  327

Growth (yoy) 20,7% 0,0% 1,8% 2,0% 2,0% 2,0% 2,0% 2,0% 2,0% 2,0%

EBIT 20 20 21 20 20 20 20 20 21 21
EBIT margin 7,1% 7,1% 7,3% 7,0% 6,8% 6,7% 6,5% 6,5% 6,5% 6,5%

- Income tax on EBIT 2 2 2 3 4 4 5 5 5 6

Tax rate 11,0% 11,3% 11,6% 15,0% 18,0% 20,0% 23,0% 24,0% 26,0% 27,0%

+ Depreciation & amortization 6 6 6 6 6 6 6 6 6 7

in % of revenues 2,0% 2,1% 2,0% 2,0% 2,0% 2,0% 2,0% 2,0% 2,0% 2,0%

Pension provisions  19  19  19  20  21  21  22  22  22  23

in % of revenues 6,8% 6,8% 6,7% 7,0% 7,0% 7,0% 7,0% 7,0% 7,0% 7,0%

+ Change of pension provisions -0,2 -0,1 0,0 1,4 0,4 0,4 0,4 0,4 0,4 0,4

= Operating cash flow 23 24 24 24 23 23 22 22 22 23

- Capital expenditure 7 7 7 8 8 8 9 9 9 9

in % of revenues 2,5% 2,5% 2,5% 2,8% 2,8% 2,8% 2,8% 2,8% 2,8% 2,8%

Net working capital  28  28  30  31  30  30  31  31  32  33

in % of revenues 10,0% 10,0% 10,5% 10,5% 10,0% 10,0% 10,0% 10,0% 10,0% 10,0%
- Change of net working capital 5 0 2 1 -1 1 1 1 1 1

= Free cash flow 11 17 15 16 15 14 13 13 13 13

Present value 11 15 12 12 11 9 8 7 6 6

Source: LBBW

   The DCF valuation yields a fair value of € 51.21 per share. Based on the cur-
rent share price of € 34.89, this yields additional share price potential of  46.8 
%. 

  Calculation of fair value per share (€m)

Present value of free cash flow in planned years  98

+ Present value of terminal value  86

= Enterprise value  184

   Share of TV on enterprise value 46,6%
- Net financial debt  67

- Pension liabilities  19

- Minority interests  2

= Market capitalization  96

/ Number of shares (m) 1,87

Fair value per share 51,21

Source: LBBW  
   

  Valuation summary 

   We believe both valuation methods are significant enough to take them into 
account. They are each weighted with 50 %. The result is a fair value per share 
of € 45.98. This would equal a share price potential of 31.8 %. 
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  Development in the current business year 
  Quarterly figures Q3 2008 Q3 2007 Change

Order entry (€m) 72,4 78,1 -7,3%

Sales (€m) 71,2 58,2 22,3%

EBIT (€m) 5,2 3,2 62,5%

Net profit (€m) 3,2 1,9 68,4%

EPS (€) 1,59 1,01 57,4%

source: Schaltbau  
   The order situation still looks positive in our view with a book-to-bill ratio of 

more than one. Nevertheless, the record figure from the previous year was not 
entirely reached. While Stationary Transportation Technology showed a stable 
performance, the Q3 order intake in the Mobile Transportation Technology 
segment fell by 11.2 %. The weak performance should mainly be attributable 
to Schaltbau GmbH. 

   The revenue increase was the result of both segments. Mobile Transportation 
Technology generated revenues of € 45.0 m in Q3 (+ 18.4 %) and Stationary 
Transportation Technology generated € 26.2 m (+ 29.6 %). In the Mobile 
Transportation Technology segment, most of the success can be traced back 
to the Bode Group with door systems for buses and railed vehicles. Industry 
brakes delivered the highest sales growth in the Stationary Transportation 
Technology segment. 

   Operating profit rose by 62.5 % over Q3 2007. As such, the EBIT margin rose 
from 5.4 % to 7.3 %. There were other reasons for this earnings increase be-
yond the operating success. On the one hand, Bode was able to optimise its 
production processes, which contributed to a higher margin in the Mobile 
Transportation Technology segment. On the other hand, the Bubenzer Group, 
which was included in the full year for the first time, contributed earnings in 
the Stationary Transportation Technology segment.  

   

  Outlook 
  2008e 2009e 2010e

new old Delta new old Delta new old Delta

Sales (€m)  280,0  266,2 5,2%  280,0  281,3 -0,5%  285,1  288,6 -1,2%

EBIT (€m)  20,0  20,0 0,0%  20,0  21,9 -8,7%  20,7  22,3 -7,2%

EBIT-Margin 7,1% 7,5% 7,1% 7,8% 7,3% 7,7%

EBT (€m)  15,2  14,9 2,0%  15,2  16,7 -9,0%  15,9  17,1 -7,0%

EBT-Margin 5,4% 5,6% 5,4% 5,9% 5,6% 5,9%

Net Profit (€m)  12,0  11,0 9,1%  12,0  12,2 -2,0%  12,5  12,5 0,0%

EPS (€) 6,42 5,73 12,0% 6,39 6,20 3,1% 6,68 6,35 5,3%

source: LBBW

Estimates for 2008e   The good performance concerning the quarter figures and the rise in the an-
nual targets on the part of the company have prompted us to lift our revenue 
estimates for the current year. We are increasing our revenue expectation by 
5.2 % to € 280 m. Schaltbau’s target was increased to € 280 m in connection 
with quarterly reporting. In terms of earnings, we are lowering our EBIT margin 
expectation from 7.5 % to 7.1 %. A very weak margin is anticipated in Q4 given 
the precautionary measures that weigh on earnings. Based on the higher reve-
nues, we are leaving our EBIT estimate unchanged at € 20 m after that time. 
The result is a Q4 revenue level of € 68.7 m and EBIT of just under € 1.9 m 
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(EBIT margin 2.8 %). Our net profit forecast rises over-proportionately as a re-
sult of a lower tax burden and a lower minority interest. All in all, we are in-
creasing the earnings per share from € 5.73 to € 6.42. 

2009e estimates   The order backlog at the end of September came out to € 193.7 m. We expect 
a figure of ca. € 185 m at year-end. This should be enough to achieve a large 
part of the revenues targeted for 2009. Schaltbau itself aims to expand its 
revenue level to € 286 m in 2009. Here, the company believes that the mar-
kets for bus doors and the industrial business will tend to decline. On the 
other hand, the rail business will continue to be stable. Schaltbau generated 
8 % of its 2007 revenues in the truck industry (€ 22 m) and 13 % in the capital 
goods industry (€ 35 m). The remaining 79 % went to projects in railway tech-
nology. Following the slump in the automobile industry and the heavily falling 
demand in the field of investment goods, these two customer groups repre-
sent the largest unit sales risks in our view. At the same time, railway technol-
ogy should continue to yield stable revenues on the basis of the very stable in-
vestment behaviour. Market analyses assume that the rail market is growing 
by ca. 2.0 % to 2.5 % per year on average. For 2009, Schaltbau expects to lift 
its revenues by ca. 2.3 %, largely due to the stable rail business. We are some-
what more cautious and assume that 2009 revenues will come out to the level 
of 2008. We are therefore lowering our revenue estimate for 2009 to € 280 m. 

   EBIT should also suffer from the deteriorated market conditions. We therefore 
anticipate an EBIT margin of just 7.1 % instead of 7.8 % (previous). This equals 
EBIT of € 20.0 m. Based on a lower tax rate (LBBWe previous: 18.6 %, new 
14.8 %), earnings per share of € 6.39 result (previous: € 6.20) 

2010e estimates   The situation should continue to ease up in 2010. As such, we still assume 
revenue growth in the year after next. However, we only estimate a figure of 
just under 2.0 %, which has led us to drop the revenue estimate by 1.2 % to 
€ 285.1 m. 

   The EBIT margin in 2010 should manage to improve again somewhat over 
2008 and 2009. With 7.3 %, the result is an EBIT of € 20.7 m, which represents 
a drop of 7.2 % versus our old estimate. We have reduced the forecast for the 
tax rate in 2010 (from 18.7 % to 15.1 %). The main result here is then a rise in 
the earnings per share estimate to € 6.68 (previous: € 6.35). 
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  Profit & Loss Account FY FY FY FY FY

€m 2006 2007 2008e 2009e 2010e

Net sales 212,7 232,1 280,0 280,0 285,1

Change y-o-y 4,3% 9,1% 20,7% 0,0% 1,8%

Change in finished goods 3,1 4,1 4,5 3,0 3,0

Total output 215,8 236,1 284,5 283,0 288,1

Change y-o-y 5,5% 9,4% 20,5% -0,5% 1,8%

Costs of materials -110,3 -123,5 -152,0 -148,0 -149,8

Gross profit 105,5 112,6 132,5 135,0 138,3

Gross profit margin 49,6% 48,5% 47,3% 48,2% 48,5%

Personnel costs -71,9 -74,8 -81,0 -82,0 -85,0

Other operating income 2,7 3,2 1,2 1,0 1,0

Other operating expenses -19,5 -21,7 -27,0 -28,0 -28,0

EBITDA 16,8 19,4 25,7 26,0 26,3

Depreciation -5,0 -5,3 -5,7 -6,0 -5,6

EBIT 11,8 14,1 20,0 20,0 20,7

EBIT margin 5,5% 6,1% 7,1% 7,1% 7,3%

Financial income -3,2 -4,1 -4,8 -4,8 -4,8

EBT 8,6 10,0 15,2 15,2 15,9

EBT margin 4,0% 4,3% 5,4% 5,4% 5,6%

Income taxes -2,6 -1,9 -2,2 -2,3 -2,4

Tax rate 29,9% 18,6% 14,5% 14,8% 15,1%

Minority interests -1,1 -1,0 -1,0 -1,0 -1,0

Net earnings 5,0 7,2 12,0 12,0 12,5

Earnings per share in € 2,67 3,85 6,42 6,39 6,68
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  balance sheet 2006 2007 2008e 2009e 2010e
€m

Assets  140,0  164,7  183,7  194,5  206,2

Goodwill  1,8  5,2  5,2  5,2  5,2

Other intangible assets  4,4  6,2  6,3  6,4  6,6

Tangible assets  37,1  40,4  41,0  41,7  42,7

Financial assets  5,9  8,4  8,6  8,6  8,6

Other fixed assets  10,1  8,7  13,3  13,3  13,3

Long-term assets  59,3  68,9  74,5  75,2  76,5

Inventories  42,3  46,4  56,0  56,0  57,0

Trade receivables  28,3  33,8  40,3  40,3  41,3

Other receivables and assets  5,5  7,8  8,4  8,4  8,6

Cash and cash equivalents  4,6  7,9  4,5  14,6  22,9

Short-term assets  80,7  95,8  109,2  119,3  129,8

Equity and liabilities  140,0  164,7  183,7  194,5  206,2

Equity - 12,3 - 4,2  7,3  18,6  30,6

Minority interests  2,2  2,1  3,6  5,1  6,6

Pension provisions  19,3  19,1  19,1  19,0  19,0

Other provisions  22,3  23,2  28,0  28,0  28,5

Financial liabilities  52,9  61,4  60,0  58,0  56,0

Trade payables  17,3  21,7  21,0  21,0  20,0

Other liabilities  38,3  41,4  44,8  44,8  45,6

   

  Cash flow statement 2006 2007 2008e 2009e 2010e
€m

Consolidated net profit  6,0  8,2  12,0  13,0  13,5

Depreciation  5,1  5,3  5,7  6,0  5,6

Change in pension provisions - 0,2 - 0,2  0,0 - 0,1  0,0

Change in working capital - 5,9 - 3,4 - 9,3  0,0 - 1,9

Other changes  3,8  6,2 - 4,0 - 0,1 - 0,1

Cash flow from operating activities  8,8  16,0  4,4  18,8  17,1

Capital expenditure - 4,8 - 7,9 - 7,0 - 7,0 - 7,1

Diposals/divestments  0,2  0,1  0,3  0,3  0,3

Other Changes - 0,4 - 5,2  0,6 - 0,2 - 0,2

Cash flow from investing activities - 5,0 - 13,0 - 6,1 - 6,9 - 7,0

Proceeds from capital increase  0,0  0,0  0,0  0,0  0,0

Dividend payment - 0,1 - 0,3 - 0,6 - 0,6 - 0,6

Change in financial liabilities - 0,4  8,5 - 1,4 - 2,0 - 2,0

Other changes - 3,0 - 8,1  0,5  0,5  0,5

Cash flow from financing activities - 3,5  0,1 - 1,5 - 2,1 - 2,1

Other changes - 0,1  0,2 - 0,2  0,3  0,3

Change in cash and cash equivalents  0,2  3,3 - 3,4  10,1  8,3

Cash and cash equivalents at start of year  4,4  4,6  7,9  4,5  14,6

Cash and cash equivalents at end of year  4,6  7,9  4,5  14,6  22,9
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  Appendix-1 

 

 

IMPORTANT NOTICE 

 

This research report is prepared by LANDESBANK BADEN-WUERTTEMBERG (“LBBW”) and distributed in the United 

States by LBBW Securities, LLC (“LBBW Securities”). LBBW Securities accepts responsibility for the content of this 

report. Any US Person receiving this report and wishing to effect any transaction in any security discussed in this 

report should contact LBBW Securities at  +1-212-338-8840. 

 

 

 

ANALYST'S CERTIFICATION 

 

All of the views expressed in this research report accurately reflect the research analyst’s personal views 

regarding Schaltbau. No part of analyst compensation was, is or will be, directly or indirectly related to the 

specific recommendations or views expressed in this research report. 

 

 

DISCLOSURES 

 

Please Note  

 

 

Important Disclosures Required by Non-U.S. Regulators 

1) LBBW or an associated enterprise of LBBW has made an agreement on the production of financial analyses 

relating to the issuer or its financial instruments. 

 

  

Please Note 

 

This research report and the information contained in this research report must not be distributed or reproduced, 

in whole or in part, in any form without the prior consent of Landesbank Baden-Württemberg (“LBBW”) and LBBW 

Securities LLC and only in accordance with the applicable laws in the relevant jurisdiction. Persons who gain access 

to this information must inform themselves about such applicable laws and have to comply with them. 

 

This research report and the information contained therein is furnished and has been prepared solely for 

information purposes. It is not intended to be an inducement to engage in investment activity. It is furnished for your 

private information with the express understanding, which recipient acknowledges, that it is not an offer, 

recommendation or solicitation to buy, hold or sell, an invitation to subscribe for or purchase, or a means by which any 

security may be offered or sold. 

 

LBBW and LBBW Securities LLC do not accept any liability for the accuracy, adequacy, or completeness of any 

information and is not responsible for any errors or omissions or the result obtained from the use of such 

information. The information in this report has been obtained from sources believed to be reliable. LBBW and LBBW 

Securities LLC can not verify such information, however, and because of the possibility of human or mechanical error by 

the sources, LBBW or others, no representation is made that the information contained in this report is accurate in all 

material respects or complete. The statements contained herein are statements of our non-binding opinion, not 

statement of fact or recommendations to buy hold or sell any securities. Changes to assumptions may have a material 

impact on any performance detailed. Historic information on performance is not indicative of future performance. LBBW 

and LBBW Securities LLC may have issued, and may in the future issue, other reports that are inconsistent with, and reach 
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different conclusions from, the information presented in this report. Those reports reflect the different assumptions, 

views and analytical methods of the analysts who prepared them and LBBW and LBBW Securities LLC are under no 

obligation to ensure that such other reports are brought to the attention of any recipient of this report. 

 

Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any 

investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal 

recommendation to you. This report is intended only for and directed to persons sufficiently expert to understand the 

risks involved, namely market professionals. This publication does not replace personal consultancy. Prior to taking any 

investment decision you should contact your independent investment adviser for further and more up-to–date 

information on specific investment opportunities and for individual investment advice, regarding the appropriateness of 

investing in any securities or investment strategies discussed in this report. 

 

Any security referred to herein may involve a high degree of risk, which may include principal, interest rate, index, 

currency, credit, political, liquidity, time value, commodity and market risk and is not suitable for all investors. The 

securities may experience sudden and large falls in their value causing losses equal to the original investment when that 

investment is realized. Any transaction entered into is in reliance only upon your judgment as to both financial, 

suitability and risk criteria. LBBW and LBBW Securities LLC do not hold themselves out to be an advisor in these 

circumstances, nor does any of their staff have the authority to do so. 

 

 

UNITED KINGDOM 

 

This document is issued in the United Kingdom by LBBW, London Branch. LBBW is authorised by the Bundesanstalt für 

Finanzdienstleistungsaufsicht (the “BaFin”) and regulated by the Financial Services Authority for the conduct of UK 

business.  

 

This document and the information contained in it constitutes a financial promotion for the purposes of the Financial 

Services and Markets Act 2000 and the rules of the Financial Services Authority (the “FSA”). To the extent that this 

document is issued in the United Kingdom, it is directed exclusively at persons who are professional clients or eligible 

counterparties for the purposes of the FSA’s Handbook of Rules and Guidance. The products and investment services to 

which this document relate are only available to the persons referred to above and other persons should not act or rely 

on it. Moreover, any investment or service to which this document relates is not intended for retail clients and will not be 

made available to retail clients.  

 

This document is impartial investment research. This document has no regard to the specific investment objectives, 

financial need or situation or needs of any specific recipient and the investments discussed in this document may not be 

suitable for all recipients.  

 

LBBW, London Branch has effective organisational and administrative arrangements set up for the prevention and 

avoidance of conflicts of interest with respect to research recommendations, including information barriers. In 

accordance with the rules of the Financial Services Authority, a copy of LBBW's investment research and conflict of 

interest policy is available on request from  www.lbbw.de/lbbwde/1000005283-en.html 
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LBBW Research Rating-Systematics 

 

LBBW uses a three-stage, absolute share rating system. The individual ratings are linked to the following expectations: 

Buy: The price potential of the share is at least 10%. Hold: The price potential of the share is between 0% and 10%. Sell: A 

negative price performance of the share is expected. Ratings relate to a time horizon of up to 6 months. 

 

 
Percentage of companies within this rating category 

Buy Hold Sell 
50,2% 33,2% 16,6% 

 

Rating History 

 

Date Rating 

11/14/2005 Buy 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 




