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H1 2007 with accelerated earnings dynamic — Acquisition strength-
ens Stationary Transportation Systems segment
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Strong earnings growth in H1 2007

In the first half of 2007 Schaltbau sustained the positive business develop-
ment in its two business segments of Mobile Transportation Systems and
Stationary Transportation Systems which has been visible already since the
beginning of the year.

At € 109.7m (+3.2%), Schaltbau’s Group sales in the first half were in line
with our expectations. Operating earnings reached a new record of € 7.3m
(+26.2%). The EBIT margin was improved to 6.7% (H1 2006: 5.5%).

Both segments, Stationary Transportation Systems and Mobile Transporta-
tion Systems, contributed to the earnings growth. In Stationary Transporta-
tion Systems, operating earnings were up 31.3% to € 3.5m. Earnings were
also up in Mobile Transportation Systems, the biggest segment in terms of
sales. The growth in operating earnings to € 5.3m (+17.2%) reflects the suc-
cesses of the Bode Group, which focuses on door systems for buses and
trains.

After increased financing costs (higher interest rate level) and a lower effec-
tive tax rate of only 15.6%, net profit came to € 4.9m (+52% yoy).

Strong order intake — growth in order backlog

Order intake in the first half of 2007 was again impressive. New orders in the
first six months were up 14% to € 131.1m, buoyed by new orders from
Deutsche Bahn AG (German Rail). The growth in order backlog was even
more pronounced. At € 151m (+28.2% yoy), orders on hand reached a new
record level, assuring full capacity utilization.
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Bubenzer acquisition with crane brakes for the maritime
segment enhances enterprise value

With the acquisition of the Bubenzer Group in the first half of 2007 Schalt-
bau has strengthened its position in the promising growth segment of crane
braking systems. Hitherto, Schaltbau had been represented in this market
segment with a sales volume of only about € 10m through Pinsch Barmag.
Including Bubenzer, sales of at least € 40m will be achieved in 2008. This
will give Schaltbau market leadership in crane braking systems with a mar-
ket share of about 40%. This is about twice that of its next largest competi-
tor.

We assume that, in line with Schaltbau’s strategy, the purchase price or en-
terprise value for Bubenzer was about seven times EBIT. Given that Buben-
zer does not yet match the level of profitability of Schaltbau’s own activities
in this area, the price tag including the debt taken over is likely to have been
in the region of € 7m.

Schaltbau is currently in the process of integrating the new acquisition. At
the same time Schaltbau will be seeking to raise Bubenzer’s level of profit-
ability to that of its existing activities in this area. As there is little transpar-
ency here as yet we have so far assumed a neutral impact in our earnings
estimates.

Record result likely for the full year 2007

The positive order situation augurs well for the outlook for the full year 2007.
We assume that the positive earnings trend will continue. In our updated
Group sales forecast for 2007 of € 230.3m (+8.3%, on a like-for-like basis
+4%) we have allowed for the Bubenzer Group’s consolidation from July
2007. However, we have assumed that, given the initial integration costs,
the new acquisition will not yet make a positive earnings contribution. Our
forecast for operating earnings is unchanged at € 14.5m (+22.9%). After fi-
nancing costs and taxes (effective tax rate back to a normal level of 25%),
this leaves our earnings per share estimate unchanged at € 3.87(+45% yoy).
This is still above the Schaltbau management’s recently increased guidance
(earnings per share of € 3.50-3.65, previous guidance € 3.30-3.50). In light
of the numbers for the first half and the good quality of the orders on hand
we believe our estimate is realistic.
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Outlook: Positive earnings momentum to continue in 2008

We expect the positive trend in both sales and earnings to continue. This is
already largely preordained in view of the high order backlog. Given that the
Bubenzer acquisition will be consolidated for the first time for the full year
we expect sales to rise by 10.9% to € 255m. On a like-for-like basis this
would be an increase of 4.1%.

Volumes should pick up in both business segments since Schaltbau stands
to profit from the investments planned in the Deutsche Bahn AG network
with product lines such as safety systems for rail crossings and heating sys-
tems for railroad points. Mobile Transportation Systems could receive a
boost especially from new customers won outside Germany. We also expect
Bode, the biggest division which produces door systems for buses and
trains, to improve its profitability and make higher earnings contributions in
2008.

The Schaltbau Group’s higher profitability will be driven largely by econo-
mies of scale in connection with the enlarged volume of business.

We have estimated the additional sales from the Bubenzer acquisition,
which will be consolidated for the first time for the full year in 2008, at
around € 25m. As there is little transparency as yet regarding the integration
costs and the potential to improve its underlying profitability, we have not
factored in any positive earnings contributions for the time being. We as-
sume that a clearer picture of this increasingly important area of activity will
emerge in the course of Q4 2007 and that it will then be possible to make a
more precise earnings projection.

Against this backdrop, our estimate of growth of 19.3% in operating earnings
to € 17.3m is to be regarded as the lower end of a potential range. Assuming
more or less unchanged financing costs we should see earnings per share
of at least € 4.90 in 2008.

The focus of Schaltbau’s strategy is on further expanding its international
business. Sales potential for Schaltbau products is presented above all in
the large railroad markets in Eastern Europe (such as Poland). This regional
expansion could be underpinned by further acquisitions given the company’s
much improved financing situation. The priority is likely to be more on acqui-
sitions that are value-accretive than on gains in market share.
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Fair value above Schaltbau’s current share price

Although the share has been on a strong upward trend since mid-2006,
Schaltbau’s sustained positive earnings momentum is not fully reflected as
yet in its valuation. Trading on a PER of 7.5x and an EV/EBIT of 8.8x esti-
mated 2008 earnings, the share is cheap. This view is also supported by our
DCF model, which produces a fair value of around € 41 per share.

We assume that this valuation gap might well close over the next 6-12
months as proof of the successful integration of the Bubenzer acquisition
becomes visible. The, as it is, good earnings outlook for 2008 and beyond
should then also come to be reflected more strongly in the market’s valua-
tion of the share.

To sum up, it can be concluded that, against the backdrop of the posi-
tive earnings momentum, the Schaltbau share has potential for a
higher valuation level. On the basis of our present assumptions our
target price for the Schaltbau share is € 41 (upside of at least 10%). We
confirm our Buy recommendation.
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Schaltbau Group: Sales and EBIT by Segment

Stationary transportation systems

Sales

EBITDA

EBDITA margin %
Depreciation/amortization
EBIT

EBIT margin %

Mobile transportation systems

Sales

EBITDA

EBDITA margin %
Depreciation/amortization
EBIT

EBIT margin %
Holding/miscellaneous
Sales

EBITDA

EBDITA margin %
Depreciation/amortization
EBIT

EBIT margin %
Schaltbau group

Sales

EBITDA

EBDITA margin %
Depreciation/amortization
EBIT

EBIT margin %

Net financial items
Income from participation
Extraordinary income
Profit before taxes
Pre-tax margin %
Income taxes

Effective tax rate %
Profit after taxes
Minorities

Group stated net profit

No. of shares (fully diluted)
Earnings per share (diluted)

Source: Solventis estimates

2006 IFRS

60,0
7,0
117
1,0
6,0
10,1

152,6
11,6
7,6
4.1

75
4,9

0,1
-1,8
n.m.
0,0
-1,8
n.m.

212,7
16,8
7.9
5,0
11,8
5,5
43
11
0,0
8,6
4,0
26
29,9
6,0
11
5,0

1,9
2,67

yoy %

-11.1
-29,5

16,2
-33,7
12,0
20,8

-2,2
38,4

-67,4
-28,7

-28,1

4,3

1,4

11

24

0,7

Q12007
IFRS

16,5
2,1
12,5
0,3
18
11,0

38,9
3.9
10,0
1,0
2,9
74

0,0
-0,6
n.m.
0,1
-0,7
n.m.

55,4
54
9,8

1,4
4,0
7.2

-1,3
0,2
0,0
2,9
52
0,5

17,1
2,4
0,6
1,8

1,9
0,95

Q2

2007 H12007

IFRS

14,6
1,9
13,0
0,2
1,7
11,4

39,6
3,5
8,8
1,0
2,5
6,2

0,0
-0,9
n.m.
-0,1
-0,8
n.m.

54,2
4,5
8,3

1.1
3,3
6,2

-1.1
0,6
0,0
2,9
54
0,4

14,2
2,5
0,2
2,3

1,9
1,21

IFRS

31,1
4,0
12,8
0,5
3,5
11,2

78,6
74
9,4
21

53
6,8

0,0
-1,5
n.m.
0,0
-1,5
n.m.

109,7
9,9
9,0
26
7.3
6,7

24
0,8
0,0
5,8
5,3
0.9

15,6
49
0.8
4,0

1,9
2,15

yoy %

2,8
29,9

7,0
33,9
3.4

12,6

2,2
17,2

741
10,4

10,4

3,2

19,3

3.1
26,2

23,5
867,1

44,9
15,6
52,0

7,0
66,7

2007e
IFRS

73,0
9,5
13,0
1,5
8,0
11,0

157,0
13,0
83
4,5
8,5
54

0,3
-1,9
n.m.
0,1
-2,0
n.m.

230,3
20,6
8,9
6,1
14,5
6,3
45
1,1
0,0
1,1
438
2,8
25,0
8,3
1,1
7,2

1,9
3,87

yoy %

21,6
354

54,1
32,4
2,9

12,2

10,7
13,0

400,0
7,9

633,3
13,3
83
22,3

20,8
22,9

-4,9
-0,6

29,0
8,0
37,9

4,6
45,0

45,0

2008e
IFRS

92,0
10,8
1,7
1,5
9,3
10,1

163,0
15,5
9,5
4,5
11,0
6,7

03
-2,9
n.m.
0,1
-3,0
n.m.

255,3
23,4
9,2
6,1
17,3
6,8
45
1,0
0,0
13,8
54
3,5
25,0
10,4
1.2
9,2

1,9
4,90

yoy %

26,0
13,7

0,0
16,3
3,8
19,2
0,0
29,4
0,0
52,9
0,0
50,0
10,9

13,6

0,0
19,3

0,0
-9,1

24,3
24,3
24,3

9,1
26,6

26,6

2009e
IFRS

96,0
11,6
121

1,6
10,0
10,4

169,0
16,5
9,8
5,0
11,5
6,8

0,3
-2,9
n.m.
0,1
-3,0
n.m.

265,3
25,2
9,5
6,7
18,5
7,0
45
1.2
0,0
15,2
5,7
3,8
25,0
11,4
1.2
10,2

1,9
5,46

yoy %

4,3
7,7

8,8
7,5
3,7
6,5

1.1
4,5

0,0
0,0
0,0
0,0
3,9
7,8

10,4
6,9

0,0
20,0

10,1
10,1
10,1

0,0
11,5

11,5
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DCF Model Schaltbau

2006 2007e 2008e 2009e 2010e 2011e 2012e Terminal Value

1 2 3 4 5 6
Sales 212,7 230,3 255,3 265,3 270,6 276,0 281,5
% change 4% 8% 1% 4% 2% 2% 2%
EBIT 11,8 14,5 17,3 18,5 18,9 19,3 19,7
% change 2% 23% 19,3% 6,9% 2,4% 2,0% 2,0%
EBIT margin % 5,5% 6,3% 6,8% 7,0% 7,0% 7,0% 7,0%
EBT 8,6 11,1 13,8 14,5 15,2 16,0 16,8
Income tax income/expense 3,5 3,6 4,3 4,6 4,7 4,8 4,9
Effective tax rate 30,0% 25,0% 25,0% 25,0% 25,0% 25,0% 25,0%
NOPLAT 8,3 10,9 13,0 13,9 14,2 14,5 14,8
% change 7% 32% 19,3% 6,9% 2,4% 2,0% 2,0%
Depreciation/amortization 5,0 6,1 6,1 6,3 6,5 7,0 7,5
Capex 3,7 4,0 5,0 6,5 6,5 9,0 10,0
Receivables 28,27
Inventories 17,30
Liabilities 53,26 57,58 63,83 66,3 67,7 69,0 70,4
NwWC 25,0% 25,0% 25,0% 25,0% 25,0% 25,0% 25,0%
as % of sales 2,30 4,31 6,25 2,50 1,33 1,35 1,38
Delta NWC
Free cash flows 8,6 7.8 11,2 12,9 11,1 10,9 181,0
Net present value FCFF 8,1 6,8 9,2 9,9 8,0 7.3
Total net present value FCFF 49,2
Net present value Terminal
Value 121,4
as % of enterprise value 71%
Enterprise value 170,6
Net financial debt 84,5
Minorities 10,0
Associates 0
Equity value 76,0

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 30, 2007

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

d) Previous research: The following 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.

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.
Bérsenzeitung, 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 (ll) investment professionals falling within article 19(5) of the financial services and markets cat 2000 (Financial pro-
motion) order 2005 (The "Order") or (llI) high net worth entities, and other persons to whom it may lawfully be commu-
nicated, falling within article 49(2)(a) to (d) of the order (All such persons in (I), (II) and (lll) above together being re-
ferred 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.




