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Benelux Equity Morning Note

Today's News

Bekaert - Strong 1HO7 results
Pieter Zwinkels +3120 383 6797

Bekaert reported strong underlying 1H07 results. EBIT came in at €90m vs. our fc
of €80m, driven by a strong 11.7% margin in Wires (our fc 10.0%). Net income in
line as a result of higher tax and interest. We stick to Buy.

strong results

Sales was €1,065m (vs. our fc €1,067m), while EBIT was €90m (we estimated
€80). Recurring net profit was €76m vs. our expected €75m, yielding €3.75 EPS. In
line net profit fully explained by higher tax rate and interest costs.

Underlying trends

In wires reported margin was 11.7% vs forecast of 10.0%, signaling better pricing
power and increasing contribution from China. Sales growth in China was stronger
than expected, 53% in 1HO7, resulting in an implicit growth rate in China in 2Q of
56% (vs. 50% in 1Q). This justifies Bekaert intensified Capex plans in China, which
carry above average ROIC. Net profit contribution from JV were €23m, which is line
with out forecast.

Valuation and target price

As usual, Bekaert did not provide an outlook. We need to check tax rate and
interest trends, but if anything, estimates might have to be raised. Bekaert shares
are trading at 13.4x PE 08F and EV/EBITDA 08F 6.5x. Our 2007-09F EPS estimates
are €6.99, €7.88 and €8.27, respectively. When we add the value of Bekaert's joint
ventures of €32 per share, we arrive at our target price of €130. This afternoon
14:00 cc in Brussels.
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