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Earnings momentum accelerates in Q2/08 — Bode restructuring bears
fruit — Successful integration of Bubenzer

Buy (Buy)

Target price € 60.00
Price (26.8.2008) €48.71
ISIN DE0007170300
Market capitalization (€ million) 91.04
No. of shares (million) 1.87

Website: www.schaltbau.de

2007 2008e 2009e 2010e
Sales (€ m) 232.06 265.00 275.00 284.00
EBIT (€ m) 1410 20.67 22.83 22.72
EBIT margin 6.1% 7.8% 8.3% 8.0%
EBITDA (€ m) 19.35 26.13 28.50 28.60
EBITDA margin 83% 9.9% 10.4% 10.1%
Earnings per share (€)*3.85 5.87 6.57 7.78
Dividend per share (€) 0.30 0.60 0.80 1.00
Book val. per share (€)-1.13 4.14 9.92 16.70
PER 12.65 8.29 7.41 6.26
Price/book value -43.15 11.76 4.91 2.92
EV/EBIT 12.11 7.76 6.57 6.10
EV/EBITDA 8.82 6.14 5.27 4.84
EV/sales 0.74 0.61 0.55 0.49
Dividend yield 0.62% 1.23% 1.64% 2.05%

*Potential dilution from exercise of convertible bond not taken into account.
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Schaltbau accelerated its earnings momen-
tum in the second quarter of 2008. Results
were more than doubled year on year. The
successful restructuring of Bode especially is
bearing fruit. Given the high order backlog
the outlook for Schaltbau is positive. Schalt-
bau’s market value is low and does not reflect
the company’s fair value.

e New records were reached in the second
quarter of 2008 with sales of € 75.0m
(+38.4%) and operating earnings of € 7.4m
(+123.5%). The driving factor was the suc-
cessful integration of the Bubenzer acquisi-
tion and the good business development at
Bode (bus and train door systems).

o After raising our estimates in July we main-
tain our full-year forecasts of growth of
52.5% in net earnings and EPS of € 5.87
for 2008.

¢ In light of the high order backlog Schaltbau
looks set for further sales growth in 2009.
Its profitability should continue to improve
even if the dynamic weakens.

e The Schaltbau stock is trading well below
its fair value. With a PER of 7.4 and an
EV/EBIT multiple of 6.6 based on esti-
mated 2009 earnings the market has not
yet priced in Schaltbau’s potential.

e We confirm our buy recommendation and
our price target of € 60. This implies upside
potential of at least 23%.

PLEASE NOTE OUR DISCLAIMER ON PAGE 7 F.
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Earnings momentum accelerates in the second quarter of
2008

Supported by the first-time consolidation of the Bubenzer acquisition,
Schaltbau’s group sales in the second quarter were up 38.4% year on year
at € 75.0m (adjusted: approx. +10%). Operating earnings reached a new
record level of € 7.4m (+123.5%). Schaltbau’s group EBIT margin improved
to 9.8% (Q2 2007: 6.1%). Allowing for the higher financing costs (Bubenzer
acquisition) and a lower effective tax rate of only 11.9% net earnings before
minority interests came to € 5.6m in the second quarter of 2008 (+125.8%
yoy). At the quarterly level this corresponds to earnings per share (fully di-
luted) of € 2.51.

Schaltbau: Quarterly Results

change change change
Q1/07 Q2/07 H1/07 Q1/08 % Q2/08 % H1/08 %

Order intake 65.7 654 1311 825 256 69.1 5.7 151.6 15.6
Order intake (adj.) 131.1 134.9 29
Order backlog 139.6 151.0 151.0 198.3 42.0 192.0 27.2 192.0 27.2
Sales 554 542 109.6 65.1 17.5 75.0 384 140.1 27.8
Sales (adj.)* e 120.9 10.3
EBIT 4.0 3.3 7.3 55 375 7.4 1235 12.9 76.1
EBIT margin % 7.2 6.1 6.7 8.4 9.8 9.2

Group net income 2.4 2.5 4.9 3.5 45.8 5.6 125.3 9.1 86.7
Group net income after minorities 1.8 22 4.0 3.1 72.2 53 141.0 8.4 110.9
EPS 094 121 215 1.68 78.7 2.51 107.4 4.19 94.9

*Adjusted for first-time consolidation of crane braking systems

Source: Schaltbau

New record result in the offing for the full year 2008

Our sales forecast for the full year 2008 is unchanged at growth of 14% to
€ 265m. We continue to expect operating earnings of € 20.7m (+46.6%). Af-
ter financing costs and taxes (normalized effective tax rate of 25%) this im-
plies earnings per share of € 5.87 (+52.5% yoy). With this estimate our ex-
pectations are above those of Schaltbau’s management (earnings per share
in the region of € 5.50-5.70).

In our estimation, the company’s present guidance allows for too strong a
slowdown in the company’s growth and a stronger weakening of earnings in
the second half of the year. Even allowing for the fact that August and De-
cember tend to be weaker months for Schaltbau and assuming that the
Asian subsidiaries, too, generate the bulk of their earnings in the first half
year, it is still difficult to see why operating earnings should be almost 40%
lower in the second half than in the first half. We therefore feel the company
will probably raise its guidance once again in the course of the second half
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of 2008. The new acquisition, Machine Electrics of Great Britain, could also
contribute towards higher sales. The company, which was acquired with ret-
roactive effect as of the beginning of 2008, achieved sales of € 5.9m in 2007
(equivalent to approx. 2.2% of group sales). The acquisition should have a
neutral effect on earnings in 2008.

Outlook: Positive earnings trend to continue in 2009 - profit-
ability set to improve further

Volumes will pick up slightly in both of the company’s two segments in 2009
as Schaltbau is profiting across its various product lines from the growth in
investment in international transport infrastructure. Schaltbau’s profitability
will continue to improve following Bubenzer’s full integration and given the
high level of capacity utilization in bus and train door systems. We expect
the EBIT margin to improve to 8.3%. All in all, assuming sales growth of
3.7% to € 275m, we see operating earnings rising by a further 10% to
around € 23m. Our estimate of earnings per share of € 6.57 does not yet
allow for possible dilution from the exercise of conversion rights attaching to
the convertible bond. Assuming that 50% of the rights are exercised, the di-
lution effect would be about € 0.22 per share.

Valuation gap likely to close within the next 12 months

Trading at a PER of 7.4 and an EV/EBIT multiple of 6.6 based on estimated
earnings for 2009 the Schaltbau stock’s valuation is low. This view is also
supported by the DCF model, which produces a fair value of about € 60 per
share. We assume that the valuation gap can close within the next 12
months, also as the company demonstrates its sustainable earnings growth.
The improving financing situation, with a stronger equity base, should then
also move more to the fore in valuation considerations.

Based on our present assumptions the target price for the Schaltbau
stock is € 60 (upside potential of at least 23%). We confirm our buy
recommendation.
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Peer Group Table
Price PER PER PER EV/IEBITDA EV/EBITDA EV/EBIT EV/EBIT Ebit Margin Price/ Book Price/ Book EV/Sales EV/Sales
Company 25/08/2008 Currency 2007  2008e  2009e 2008e 2009e 2008e 2009e 2008e Value 2008e Value 2009e  2008e 2009e
FUNKWERK AG 9.53 Euro 11.9 10.2 71 27 22 6.1 4.2 3.9% 0.6 0.6 0.2 0.2
VOSSLOH AG 85.15 Euro 18.1 12.8 13.3 7.9 7.4 9.7 9.0 11.4% 2.6 23 1.1 1.1
DELACHAUX S.A 72.50 Euro 17.8 15.7 14.5 9.9 9.1 10.9 10.1 12.7% 24 21 14 1.3
FAIVELEY 54.72 Euro 18.9 16.0 14.5 6.0 5.1 6.9 5.9 13.0% 3.5 3.0 0.9 0.8
[ANSALDO STS SPA 10.44 Euro 18.0 16.5 14.9 72 6.2 79 6.8 10.7% 4.8 3.9 0.8 0.8
Average (unweighted) 16.9 14.2 12.9 6.8 6.0 8.3 7.2 10.33% 2.7 24 0.9 0.8
MEDIAN 18.0 15.7 14.5 72 6.2 7.9 6.8 11.41% 26 23 0.9 0.8
SCHALTBAU HOLDING AG 47.82 Euro 12.6 8.3 7.4 6.1 5.3 7.8 6.6 7.80% 11.7 4.9 0.6 0.5
Deviation to MEDIAN -30.1% -47.5% -49.1% -14.4% -15.6% -2.2% -3.0% -31.7% 357.7% 112.5% -33.3% -35.3%
Source: Thomson Financial, Solventis estimates
Schaltbau Group: P&L
2007 yoy 2008e  yoy 2009e yoy 2010e  yoy
Sales 232.06 9.1% 265.00 14.2% 275.00 3.8% 284.00 3.3%
Unfinished goods 2.90 -6.0% 3.31 14.2% 3.43 3.8% 3.54 3.3%
Inventury changes & own work cap. 1.20 n.m. 040 -66.7% 0.40 0.0% 0.40 0.0%
Other operating earnings 3.23 215% 282 -12.8% 2.68 -4.9% 2.91 8.6%
Cost of goods 123.54  12.0% 141.07  14.2% 146.40 3.8% 151.19 3.3%
Gross profit 115.85 7.1% 130.45 12.6% 135.11 3.6% 139.67 3.4%
Personnel expenses 7477 4.0% 85.39  142% 88.61 3.8% 91.51 3.3%
Depreciation 5.26 4.4% 5.46 3.9% 5.67 3.8% 5.88 3.7%
Other operating expenses 2172 116% 18.93  -12.8% 18.01 -4.9% 19.56 8.6%
Ebit (prerestruct. charges) 1410  19.5% 20.67  46.6% 2283  104% 22.72 -0.5%
Ebit margin (prerestruct. charges) 6.07%  05pp 780% 1.7pp 8.30% 05pp 8.00% -0.3pp
Ebitda 19.35  15.0% 26.13  35.0% 28.50 9.0% 28.60 0.4%
Ebitda margin 8.34%  o04pp 9.86%  15pp 10.36%  0.5pp 10.07%  -0.3pp
Ebit 1410  19.5% 20.67  46.6% 22.83  10.4% 22.72 0.5%
Ebit margin 6.07% 0.5pp 7.80% 1.7pp 8.30% 0.5pp 8.00% -0.3pp
Earnings minorities 1.52  39.5% 1.52 0.0% 1.52 0.0% 1.52 0.0%
Interest income 0.25 226.0% 0.24 -3.3% 0.24 -2.6% 0.24 1.6%
Interest expense 5.84 33.6% 6.20 6.3% 6.60 6.5% 3.19  51.7%
Financial result -4.06  27.0% -4.44 9.2% -4.84 9.2% -1.43 -705%
Earnings before taxes (EBT) 10.03  16.7% 16.23  61.8% 17.98  10.8% 21.29 18.4%
EBT margin 4.32% 0.3 pp 6.13% 1.8 pp 6.54% 0.4 pp 7.50% 1.0 pp
Taxes 1.87 -27.2% 406 117.1% 450 108% 532  18.4%
Tax rate 18.63% -11.2pp 25.00% 6.4 pp 25.00% 0.0 pp 25.00% 0.0 pp
Earnings after taxes (EAT) 817  354% 1218  49.1% 13.49  10.8% 15.97 18.4%
Minorities 0.97 -8.1% 120 241% 1.20 0.0% 142  18.4%
Group net Net income 7.20 44.6% 10.98 525% 1229  11.9% 1455 18.4%
No. of shares on 26/08/2008 (mill.) 1.87 0.0% 1.87 0.0% 1.87 0.0% 1.87 0.0%
Earnings per share 3.85 44.6% 5.87 525% 6.57  11.9% 7.78  18.4%

Source: Schaltbau, Solventis estimates
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Schaltbau Group: Balance Sheet

2007 yoy 2008e yoy 2009e yoy 2010e yoy
Assets
Cash and cash equivalents 7.88  71.0% 6.81 -13.6% 7.06 3.8% 7.30 3.3%
Accounts receivables 33.78 19.5% 38.58  14.2% 40.04 3.8% 41.35 3.3%
Inventories 46.41 9.7% 52.99  14.2% 54.99 3.8% 56.79 3.3%
Other noncurrent assets 7.55  38.6% 7.55 0.0% 7.55 0.0% 7.55 0.0%
Accruals/Deferrals 0.00 0.0% 0.00 0.0% 0.00 0.0% 0.00 0.0%
Tax claims 0.22 363.8% 0.22 0.0% 0.22 0.0% 0.22 0.0%
Total noncurrent assets 95.84  18.8% 106.15  10.8% 109.86 3.5% 113.20 3.0%
Fixed assets 40.35 8.7% 39.89 1.1% 40.22 0.8% 41.34 2.8%
Intangible assets 11.41 85.7% 11.41 0.0% 11.41 0.0% 11.41 0.0%
Goodwill 0.00 0.0% 0.00 0.0% 0.00 0.0% 0.00 0.0%
Financial assets 8.40  58.4% 8.40 0.0% 8.40 0.0% 8.40 0.0%
Deferred Taxes 8.73  -13.9% 8.73 0.0% 8.73 0.0% 8.73 0.0%
Other fixed assets 0.00 -100.0% 0.00 0.0% 0.00 0.0% 0.00 0.0%
Total fixed assets 68.89 16.1% 68.42 -0.7% 68.75 0.5% 69.88 1.6%
Total assets 164.73 17.7% 174.57 6.0% 178.61 2.3% 183.08 2.5%
Equity & Liabilities
Subscribed capital 6.84 0.0% 6.84 0.0% 6.84 0.0% 6.84 0.0%
Capital reserves 8.34 7.7% 8.34 0.0% 8.34 0.0% 8.34 0.0%
Returned earnings -29.60  -14.2% -19.75  -33.3% -8.96  -54.6% 3.72 -1415%
Accumulated other comprehensive income 10.24  33.8% 10.24 0.0% 10.24 0.0% 10.24 0.0%
Shareholder's equity 419  -65.9% 5.66 -235.2% 16.46  190.5% 2913  77.0%
Minorities 2.08 -6.6% 2.08 0.0% 2.08 0.0% 2.08 0.0%
Shareholder's equity with minorities 211 -79.0% 7.74  -467.0% 18.54 139.4% 31.21 68.4%

13.14 24.87

Long-term debt
Pension provisions 19.14 -0.9% 2186  14.2% 22.69 3.8% 23.43 3.3%
Other provisions 580 -23.8% 6.63 14.2% 6.88 3.8% 7.10 3.3%
Financial liabilities 52.65 18.3% 52.65 0.0% 43.40 -176% 31.37  -27.7%
Tax liabilities 6.03  -19.0% 6.89  14.2% 7.15 3.8% 7.38 3.3%
Other debt 113 425% 129  14.2% 1.34 3.8% 1.38 3.3%
Total long-term debt 84.76 6.4% 89.32 5.4% 81.45 -8.8% 70.66 -13.2%
Short-term debt
Other provisions 17.37 18.6% 19.84 14.2% 20.59 3.8% 21.26 3.3%
Trade payables 21.73  256% 24.81 14.2% 25.75 3.8% 26.59 3.3%
Financial debt 15.73 2.6% 1.74  -88.9% 0.00 -100.0% 0.00 0.0%
Tax liabilities 0.07  435% 0.08  14.2% 0.08 3.8% 0.08 3.3%
Other liabilities 9.59  256% 1095  142% 11.37 3.8% 11.74 3.3%
Advance payments 17.59  142% 20.08  14.2% 20.84 3.8% 21.52 3.3%
Total short-term debt 82.07 16.6% 77.50 -5.6% 78.62 1.4% 81.19 3.3%
Total Equity & Liabilities 164.72  17.7% 174.56 6.0% 178.60 2.3% 183.07 2.5%

Source: Schaltbau, Solventis estimates
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DCF model Schaltbau

(€m) 2007 2008e 2009e 2010e 2011e 2012e  Terminal Value
Sales 232.1 265.0 275.0 284.0 293.0 302.0

% change 9.1% 14.2% 3.8% 3.3% 3.2% 3.1%

EBITDA 19.4 26.1 28.5 28.6 295 30.5

EBITDA margin 8.3% 9.9% 10.4% 10.1% 10.1% 10.1%

EBIT 141 20.7 22.8 22.7 234 24.2

EBIT margin 6.1% 7.8% 8.3% 8.0% 8.0% 8.0%

NOPLAT 11.5 15.5 171 17.0 17.6 18.1 18.6
Reinvestment Rate 113.2% 50.6% 16.6% 19.9% 23.8% 21.9% 21.6%
FCFF -1.5 7.7 14.3 13.7 13.4 141 201.6
WACC 6.19% 5.93% 6.24% 6.59% 6.93% 7.30% 8.23%
Cumulative WACC 105.93% 112.54% 119.95% 128.27% 137.63% 148.96%
Net present value FCFF 7.2 12.7 114 104 10.3 135.4
Total net present value FCFF 52.0

Net present value Terminal Value 135.4

as % of enterprise value 72.2%

Enterprise value 187.4

Net financial debt 79.6

Value of tax-loss carried forward 0.0

Minorities 10.0

Associates 15.0

Equity value 112.7

Value per share (€) 60.32

Source: Solventis estimates
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Disclaimer, Notice according to § 34b German Securities Trading Act (WpHG), potential conflicts of in-
terest, company-specific disclosures and regulatory disclosures

The following statements inform the reader of statutory requirements which have to be complied with when publishing
investment research material.

1. Disclaimer

The information herein is believed by us to be reliable and has been obtained from public sources believed to be reli-
able. We make no representation as to the accuracy or completeness of such information. Recommendations and/or
projections made by us on the basis of this information constitute the nonbinding current judgement of the author as of
the date of this report. Subsequent changes cannot be taken into account. We cannot accept any liability whatsoever
for the completeness or correctness of this report. The report is not to be construed as an offer to buy or sell or a so-
licitation of an offer to buy or sell shares. The financial instruments discussed in this report may not be suitable for all
investors and investors must make their own investment decisions using their own independent advisors as they be-
lieve necessary and based upon their specific financial situation and investment objectives. We are not in a position to
determine whether the recommendations are in keeping with your personal investment strategies and objectives.

This report is subject to copyright. It may only be reproduced with our consent.

2. Disclosures according to § 34b WpHG
a) Date first published: August 27, 2008

b) Conditions regarding updates: Once published, reports are not updated.
c) Regulatory authority: Bundesanstalt fir Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt/M.

d) Previous research: No research has been published in the 12 months prior to publication of this report containing a
recommendation for a given investment decision differing from the recommendation in this report.

e) The report was made available to the company which is the subject of this research before publication and was not
subsequently altered.

f) Unless stated otherwise, all prices and price performances stated in this report are based on the closing prices.

3. Disclosures
Neither Solventis Wertpapierhandelsbank GmbH nor a related undertaking nor a person who has assisted in the prepa-
ration of this report

1. holds 5 percent or more of the share capital of the company which is the subject of this report.

2. has been a member of a syndicate which, within the last twelve months, has issued, by way of a public offer-
ing, financial instruments of the company which is the subject of this report.

3. makes a market in financial instruments of the company which is the subject of this report.

4. has entered into an agreement with the company which is the subject of this report for the provision of in-
vestment banking services or have received compensation or a promise of compensation by virtue of such an
agreement.

5. holds individual securities as investment position.

Solventis Wertpapierhandelsbank GmbH and an related undertaking or a person who has assisted in the preparation of
this report

1. has entered into an agreement with the company which is the subject of this report to prepare the report.

4. Preparation and distribution
a) Responsible for the preparation and distribution of this report

Solventis Wertpapierhandelsbank GmbH

Registered office: Dusseldorf; HRB 34966, Dusseldorf District Court; Managing Directors Konrad Zorn, Joachim
Schmit, Klaus Schlote.

b) Author

Klaus Soer, Analyst

5. Explanatory remarks on the recommendation system
Explanatory remarks on the recommendation system for equities:

. Buy: The stock is expected, in our estimation, to generate an absolute return of at least 10% during the next
12 months time horizon.

. Hold: The stock is expected, in our estimation, to show a price gain or a price loss not exceeding 10% during
the next 12 months time horizon.

. Sell: The stock is expected, in our estimation, to show an absolute price loss of at least 10% during the next
12 months time horizon.
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Explanatory remarks on trend statements — theme-based studies:
. Opportunities/winner/positive: In our estimation the company will profit from the assumed development.

. Threats/loser/negative: In our estimation the company will be adversely affected by the assumed develop-
ment.

. Neutral/balanced: In our estimation the assumed development will have no significant impact on the com-
pany.

Any ranking of the issuers indicates the relative strength of the impact which, in our estimation, the assumed develop-
ment will have on the various issuers.

6. Sensitivity of the valuation parameters

The figures derived from the profit & loss statement, cash flow statement and balance sheet underlying the company’s
valuation are estimates as of a specific date and therefore harbour risks. They can change at any time without prior
notice.

Irrespective of the method of valuation used, there is a significant risk that the target price/trend may not be achieved
within the expected time frame. The risks include unforeseen changes in respect of competitive pressure, demand for
the products of an issuer or the availability of essential materials required for production, or that the assumed devel-
opment may not materialize. Such fluctuations can arise as a result of changes of a technological nature, changes in
the macroeconomic environment, changes in the legal framework and changes in exchange rates. This discussion of
valuation methods and risk factors does not claim to be exhaustive.

7. Principal sources of information

Domestic and foreign media and information services (e.g. Infobolsa, Thomson Financial etc.), the financial press (e.g.
Bdrsenzeitung, Handelsblatt, FAZ, FTD, Wallstreet Journal, Financial Times etc.), the trade press, published statistics,
as well as publications, announcements, data and information of or provided by the issuers analyzed, and the Internet.

8. Summary of the techniques used for valuation

Individual issuers: The companies are valued using common, generally accepted methods of valuation (such as the
DCF method and peer group analysis). With the DCF method, the capitalized earnings value of the issuers is calcu-
lated, which represents the sum of the company’s discounted anticipated future cash flows, i.e. the net present value
of the issuer’s future net distributions. The capitalized earnings value is therefore determined by the future cash flows
which are anticipated and by the discount rate which is applied. With the peer group analysis, issuers are valued by
comparison with valuation multiples (e.g. price/earnings ratio, price/book value ratio, enterprise value/sales, enterprise
value/EBITDA, enterprise value/EBIT) of other listed companies. The comparability of the valuation multiples is deter-
mined primarily by the respective company’s business activity and economic potential.

Theme-based studies: The impact of a given development (e.g. EU enlargement in Eastern Europe, rising electricity
prices) on various issuers is determined by applying the assumed development to the issuer’s published business,
income, cost and sales structure.

9a. Internal organizational and regulative precautions to prevent or deal with conflicts of interest

Employees of Solventis Wertpapierhandelsbank GmbH who are involved in the preparation and/or presentation of
research are bound by its internal Compliance Rules. The internal Compliance Rules conform to the provisions con-
tained in the Regulation Concretizing the Organizational Obligations of Investment Services Enterprises pursuant to
Section 33 of the German Securities Trading Act (WpHG).

9b. General policy for managing conflicts of interest

Solventis identifies and manages conflicts of interest by way of internal guidance and training for their relevant em-
ployees to raise their awareness and sensitivity. Furthermore the topics and contents of research are compared with
the database (compliance-office) concerning interests of the company, their employees and their clients to identify
potential conflicts of interests, especially in connection with offerings. Solventis supervises the analysts and the influ-
ence on the content of the research. The editorial control and the research coverage is exclusive to the analysts, per-
sonal account trading of analysts in areas of the coverage is forbidden and analysts renumeration is not linked to
transactions. Analysts may not engage in activities in addition to the production of research, which might raise doubt
concerning their impartiality, the receiving and giving of gifts and inducements is not allowed and dealing ahead is for-
bidden. Solventis makes its research simultaneously available to their clients and other parts of the company (including
proprietary trading). Solventis makes every effort to disclose interests both of itself and its employees in the subject
matter of the research report.

10. This document is only being distributed to and is only directed at (I) persons who are outside the United Kingdom
or (Il) investment professionals falling within article 19(5) of the financial services and markets cat 2000 (Financial
promotion) order 2005 (The "Order") or (lll) high net worth entities, and other persons to whom it may lawfully be
communicated, falling within article 49(2)(a) to (d) of the order (All such persons in (), (II) and (lll) above together be-
ing referred to as "Relevant persons"). the securities are only available to, and any invitation, offer or agreement to
subscribe, purchase or otherwise acquire such securities will be engaged in only with, relevant persons. Any person
who is not a relevant person should not act or rely on this document or any of its contents.

In accepting receipt of this report the recipients acknowledge the foregoing restrictions.




