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Promising start to the new year – Q1 surprisingly strong   

Order situation convincing  

Guidance for 2008 and 2009 confirmed   

Price target lifted from € 46.00 to € 55.00    
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News Flash.  
 

Schaltbau 05/14/2008

Topic: Company update 

Into the new fiscal year at an orderly pace 

Schaltbau AG managed to “lay down” a remarkable start to the new year. The order 
intake, revenues, EBIT and net income all increased considerably. The very pleasing 
margin development in particular struck us as positive for the current and 
subsequent years. In addition, Schaltbau AG has confirmed its guidance for the 
2008 and 2009. However, the 2008 guidance seems too pessimistic, hence our 
assumptions of somewhat higher revenue and earnings estimates. Our valuation 
model overall yields a new price target of € 55.00. With this we are confirming our 
Buy rating.  

  

  

Share data EV/Sales EV/EBIT PER

current previous
€ €

2007 3,85 3,85 0,7 10,8 12,5

2008e 4,87 4,66 0,6 9,0 9,9

2009e 5,56 5,35 0,6 8,1 8,6

2010e 5,70 - 0,5 7,9 8,4

EPS

 

   

Company data Revenues EBITDA EBIT EBIT margin Net Profit

€m €m €m in % €m

2007 232,1 19,4 14,1 0,1 7,2

2008e 259,7 22,8 17,0 0,1 9,1

2009e 270,3 24,8 18,8 0,1 10,4

2010e 278,6 25,4 19,3 0,1 10,7
 

  

 

 

 Schaltbau raises its revenues and EBIT considerably in Q1 

 Both the order backlog and order intake significantly beat the previous year’s 
level  

 Guidance for 2008 and 2009 confirmed  

 New price target of € 55.00 

 

 

 Please note the disclaimer on the last page of this study. 
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  Valuation 

  Valuation according to multiples 

  Company Price Currency EV
(05/20/08) (m) 2007e 2008e 2009e 2010e 2007e 2008e 2009e 2010e 2007e 2008e 2009e 2010e

Vossloh 92,57 EUR 1568 1,3 1,2 1,1 1,1 10,4 8,7 8,2 7,9 19,7 14,7 14,1 13,2
Bombardier 7,51 USD 11569 0,8 0,7 0,6 0,6 11,2 8,3 6,7 5,9 60,1 34,5 17,8 14,4

Alstom 157,50 EUR 22080 1,3 1,2 1,0 1,0 14,1 11,5 9,7 8,8 26,1 20,4 16,3 14,4

Faiveley 45,53 EUR 722 1,0 1,0 0,9 0,9 7,0 6,4 6,0 6,0 15,6 14,4 13,5 13,5

Funkwerk 12,16 EUR 115 0,4 0,4 0,4 0,4 3,9 4,3 3,7 3,8 15,2 11,8 8,9 8,7

Mean 1,0 0,9 0,8 0,8 9,3 7,8 6,8 6,5 27,3 19,1 14,1 12,9

Median 1,0 1,0 0,9 0,9 10,4 8,3 6,7 6,0 19,7 14,7 14,1 13,5

Schaltbau 48,00 EUR 152 0,7 0,6 0,6 0,5 7,8 6,7 6,1 6,0 12,5 9,9 8,6 8,4

Premium / Discount Peer Group (Median) -36,2% -40,0% -38,2% -40,0% -24,8% -19,2% -8,4% 0,4% -36,7% -32,8% -38,7% -37,7%

Source: LBBW/IBES

EV/Sales EV/EBITDA PER

 
   Our peer group valuation is limited to companies with a significant share of 

revenues in the rail industry (>40%). This includes both major players such as 
Alstom and Bombardier and smaller companies such as Faiveley, Funkwerk 
and Vossloh in the consideration. We have chosen listed companies in the rail 
industry due to the fact that Schaltbau can best be classified in this industry in 
our view. 

   The Schaltbau share is currently traded with a significant valuation discount to 
both the peer group and to the closest comparable company, Vossloh. This 
discount seems at least partially justified in our view, as Schaltbau has one of 
the lowest margins in the peer group with 8.4 % (2007 EBITDA margin). 
Moreover, with the exception of Funkwerk, the company is significantly less 
capitalised than the peer group companies. Nevertheless, we believe a PER 
discount of ca. 40 % to be too high.   

   

  Discounted cash flow valuation 

   We have used a three-phase model to determine the free cash flows. The 
detailed forecast period of 2008 to 2010 is based on concrete cash flow 
forecasts. In the second phase (2011 to 2017), the free cash flows are 
determined with the help of value drivers. The terminal value is calculated in 
the third phase. Here we have assumed a growth rate of 0.5 %. 
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   We have come to the following assumptions for our model: 

  
DCF model assumptions

Risk free interest 4,0%

Market risk premium 5,1%

Beta-factor 1,0

Cost of equity 9,1%

Cost of debt 4,9%

Target equity ratio 70,0%

WACC 7,8%

Terminal growth rate 0,5%

Source: LBBW  
   

   The forecast of free cash flows is outlined as follows: 

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

Revenues  260  270  279  286  293  300  308  315  323  331

Growth (yoy) 11,9% 4,1% 3,1% 2,5% 2,5% 2,5% 2,5% 2,5% 2,5% 2,5%

EBIT 17 19 19 19 19 20 20 20 21 22

EBIT margin 6,5% 6,9% 6,9% 6,6% 6,6% 6,5% 6,5% 6,5% 6,5% 6,5%

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

Tax rate 15,3% 17,6% 19,2% 21,0% 22,0% 23,0% 23,0% 24,0% 26,0% 27,0%

+ Depreciation & amortization 6 6 7 7 7 8 8 8 8 8

in % of revenues 2,2% 2,2% 2,3% 2,5% 2,5% 2,5% 2,5% 2,5% 2,5% 2,5%

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

in % of revenues 7,4% 7,0% 6,8% 7,0% 7,0% 7,0% 7,0% 7,0% 7,0% 7,0%

+ Change of pension provisions -0,2 -0,1 0,0 1,0 0,5 0,5 0,5 0,5 0,6 0,6

= Operating cash flow 20 21 22 23 23 23 23 24 24 25

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

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

Net working capital  27  27  29  30  29  30  31  32  32  33

in % of revenues 10,4% 10,1% 10,5% 10,5% 10,0% 10,0% 10,0% 10,0% 10,0% 10,0%

- Change of net working capital 4 0 2 1 -1 1 1 1 1 1

= Free cash flow 9 14 12 14 15 14 14 14 14 14

Present value 8 12 10 11 11 9 8 8 7 7

Source: LBBW

   

   Using the DCF method as a basis, we arrive at a fair value of € 55.54 per 
share. Based on the current share price of € 48.00, this indicates additional 
share price potential of 15.7 %.  
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Calculation of fair value per share (€m)

Present value of free cash flow in planned years  92

+ Present value of terminal value  100

= Enterprise value  192

   Share of TV on enterprise value 52,1%

- Net financial debt  67

- Pension liabilities  19

- Minority interests  2

= Market capitalization  104

/ Number of shares (m) 1,87

Fair value per share 55,54

Source: LBBW  
   

  Recommendation 
   Schaltbau AG managed to “lay down” a remarkable start to the new year. The 

order intake, revenues, EBIT and net income all increased considerably. The 
very pleasing margin development in particular struck us as positive for the 
current and subsequent years. In addition, Schaltbau AG has confirmed its 
guidance for 2008 and 2009. However, the 2008 guidance seems too 
pessimistic, hence our assumptions of somewhat higher revenue and earnings 
estimates. Our valuation model overall yields a new price target of € 55.00. 
With this we are confirming our Buy rating. 
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  Development in the current business year 
   Q1 2008 easily tapped into the strong development of the past year. 

Supported by a continuously favourable economic environment, Schaltbau AG 
was able to lift its revenues by 18 % and even its EBIT by 37.5 %. The margin 
increase from 7.2 % to 8.4 % as a result of this is predominantly attributable to 
streamlining measures in 2007.  

   The order intake also posted a rise of 25 % to € 82.5 m. At € 198.3 m, the 
order backlog as of 31 March 2008 was well above the previous year’s figure 
of € 139.6 m. This pleasing trend should represent a relatively secure basis for 
reaching the annual targets.  

 

  Outlook 
   In the scope of the Q1 report, Schaltbau confirmed the 2008 guidance, which 

it had already announced. Revenues thereafter should rise to € 255 m with 
“significantly better profitability”. As a result, EBIT of € 17 m certainly seems 
realistic in our assessment (EBIT margin 6.5 %). In terms of Group profit for the 
year, Schaltbau expects approximately € 9.7 m, which would result in earnings 
per share of between € 4.50 and € 4.70. As for 2009, Schaltbau AG is again 
assuming that the earnings figures will improve by at least ten percent.  

   We view our 2008 guidance as rather conservative and our revenue and 
earnings estimates call for somewhat more optimistic figures. As such, we are 
forecasting revenues of € 259.7 m with an EBIT margin of 6.5 % for 2008. In 
2009 we expect revenues of € 270.3 m and an EBIT of € 18.8 m. This 
corresponds to an earnings increase of 10%. 

   We have therefore adjusted our estimates upwards somewhat compared to the 
last update. We are lifting our earnings per share estimates for 2008 from € 
4.66 to € 4.87. We then assume € 5.56 for 2009 as opposed to the previous 
estimate of € 5.35. This is mainly based on the pleasing development in Q1. 
The very strong margin development in particular continues to strike us as 
positive for the future.  
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  Profit & Loss Account FY FY FY FY FY

€m 2006 2007 2008e 2009e 2010e

Net sales 212,7 232,1 259,7 270,3 278,6

Change y-o-y 4,3% 9,1% 11,9% 4,1% 3,1%

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

Total performance 215,8 236,1 259,7 270,3 278,6

Change y-o-y 5,5% 9,4% 10,0% 4,1% 3,1%

Costs of materials -110,3 -123,5 -135,1 -140,1 -144,7

Gross profit 105,5 112,6 124,6 130,2 133,9

Gross profit margin 49,6% 48,5% 48,0% 48,2% 48,1%

Personal expenses -71,9 -74,8 -82,2 -85,4 -87,9

Depreciation -5,0 -5,3 -5,8 -6,0 -6,1

Other operating income 2,7 3,2 3,3 3,4 3,4

Other operating expenses -19,5 -21,7 -22,9 -23,4 -24,0

EBIT 11,8 14,1 17,0 18,8 19,3

EBIT margin 5,5% 6,1% 6,5% 6,9% 6,9%

Financial income -3,2 -4,1 -5,1 -4,9 -4,9

EBT 8,6 10,0 11,9 13,9 14,4

EBT margin 4,0% 4,3% 4,6% 5,1% 5,2%

Income taxes -2,6 -1,9 -1,8 -2,5 -2,8

Tax rate 29,9% 18,6% 15,1% 17,7% 19,1%

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

Net earnings 5,0 7,2 9,1 10,4 10,7

Earnings per share in € 2,67 3,85 4,87 5,56 5,70

 

 
balance sheet 2006 2007 2008e 2009e 2010e
€m

Assets  140,0  164,7  176,1  188,9  201,3

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

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

Tangible assets  37,1  40,4  40,6  41,0  41,5

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

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

Long-term assets  59,3  68,9  69,3  69,8  70,4

Inventories  42,3  46,4  51,9  54,1  55,7

Trade receivables  28,3  33,8  37,4  38,4  39,0

Other receivables and assets  5,5  7,8  7,8  8,1  8,4

Cash and cash equivalents  4,6  7,9  9,7  18,6  27,9

Short-term assets  80,7  95,8  106,8  119,1  130,9

Equity and liabilities  140,0  164,7  176,1  188,9  201,3

Equity - 12,3 - 4,2  4,4  14,2  24,2

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  26,0  27,0  27,9

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

Trade payables  17,3  21,7  21,6  22,4  23,1

Other liabilities  38,3  41,4  41,6  43,2  44,6
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Cash flow statement 2006 2007 2008e 2009e 2010e
€m

Consolidated net profit  6,0  8,2  9,1  11,4  11,7

Depreciation  5,1  5,3  5,8  6,0  6,1

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

Change in working capital - 5,9 - 3,4 - 6,4  0,2  0,3

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

Cash flow from operating activities  8,8  16,0  9,1  17,4  18,0

Capital expenditure - 4,8 - 7,9 - 6,5 - 6,8 - 7,0

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 - 5,6 - 6,7 - 6,9

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  1,8  8,9  9,3

Cash and cash equivalents at start of year  4,4  4,6  7,9  9,7  18,6

Cash and cash equivalents at end of year  4,6  7,9  9,7  18,6  27,9
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Please note 

This research report is impartial investment research. A copy of our policy on impartial investment research is available 

on request. Please note that the individuals who prepared this research report may also be involved in the preparation of 

non-impartial research. 
 

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

purposes by LBBW. It is furnished for your private information with the express understanding, which recipient 

acknowledges, that it is not an offer or solicitation to buy, hold or sell, or a means by which such securities or related 

derivatives may be offered or sold. 
 

This research report is not an invitation nor is it intended to be an inducement to engage in investment activity for the 

purpose of section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that 

this research report does constitute such an invitation or inducement, it is directed only at (i) persons who are 

investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); or (ii) persons who fall 

within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion 

Order (all such persons together being referred to as "relevant persons"). Any investment or investment activity to which 

this research report relates is available only to such persons and will be engaged in only with such persons. Persons who 

are not relevant persons should not rely on this research report. 
 

The information in this report has been obtained by LBBW from sources reasonably believed to be reliable. LBBW can not 

verify such information, however, and because of the possibility of human or mechanical error by our sources, LBBW or 

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

respects, reliable or complete. LBBW does 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. 

None of LBBW, its affiliates, directors, officers or employees shall have any liability whatsoever for any indirect or 

consequential loss or damage arising from any use of this report. The recommendations contained in this report are 

statements of opinion and not statements of fact. Changes to assumptions, opinions and estimates may be made 

without notice and may have a material impact on any performance detailed.   

 
Percentage of companies within this rating category

Buy Hold Sell 
54.7 % 33.3 % 12.0 % 

 

Rating History 

 

Date Rating 

11/14/2005 Buy 

 

Historic information on performance is not indicative of future performance. LBBW may have issued, and may in the 

future issue, other reports that are inconsistent with, and reach 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 is under no obligation to ensure that such other reports are brought to the attention of any recipient of 

this report. However, where a recommendation in a research report differs from the recommendations in this report, 
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concerns the same security, derivative or issuer and is issued within twelve months of this report, LBBW will indicate 

clearly and prominently such change and the date of this report in the new report.  
 

Nothing in this report constitutes legal, accounting or tax advice. This report has no regard to the specific investment 

objectives, financial situation or needs of any specific recipient. Investments in general involve some degree of risk. The 

investments discussed in this document may not be suitable for all recipients and an investor may not get back the 

amount originally invested. Recipients should make their own investment decisions based upon their own financial 

objectives and financial resources. If in doubt, prior to taking any investment decision recipients should contact an 

investment adviser. Where investment is made in currencies other than the investor's base currency, movements in 

exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may 

change. 
 

This document is intended for the benefit of market counterparties and intermediate customers (as detailed in the UK 

Financial Service Authority's rules).  
 

Distributed in the UK by LBBW, which is authorised and regulated by the Financial Services Authority. 

 

Please note that 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 
 


