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l Bekaert reported its 1H01 results on Friday after market
close. Sales in 1H01 came in at a solid €905m (YoY -1%) but
net earnings were down YoY by 33.7%, which is some 10%
below consensus expectations.

l Due to the persistent economic difficulties and a traditionally
weaker second half, Bekaert’s short-term outlook is not very
appealing. Earnings forecasts are cut by some 20% ahead of
the analyst’s conference call next Monday. We expect the
share price to suffer on Monday but stand by our Hold
recommendation.  Our price target is lowered to €41.
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Bekaert’s weak 1H01 results did not come as a surprise. At the FY00
results presentation, management warned of the impact of the economic
slowdown in the US, which incited us to downgrade Bekaert to a Hold
recommendation. In May 2001, signs of the decelerating European economy
added another adverse impact to Bekaert’s outlook, which provoked – once
more – a downward revision of our earnings forecasts.

Bekaert’s 1H01 sales were still strong as they only fell slightly (-1%) aided
by the 7% stronger US dollar, which added some 3% to Bekaert’s top line.
However, the gross margin shrunk (-1.7%) due to less efficient production
capacity use, bringing the group’s EBITDA down (-15%) to €113m.
Moreover, Bekaert’s equity affiliates contributed only €7.5m (compared to
€16.7m one year ago) to current earnings, despite their strong operational
performance – currency devaluations in Latin America accounted for the
lion’s share of the €9m decline.

All in all, pre-tax profit was down by 41.8%. The lower overall tax rate
(12.3%) limited the YoY decrease of net current earnings to -33.7%
(€32.7m, corresponding to net EPS of €1.47). We revise our earnings
forecasts downwards (EPS01F from €3.61 to €2.97, EPS02F from €4.06 to
€3.61) to take the more substantial margin squeeze into account, as well as
the lower profitability at Bekaert’s associates. The analysts’ conference call
on Monday afternoon might lead us to fine-tune these estimates.

We expect Bekaert’s share price to be under pressure on Monday, as
results fell short of expectations. However, we maintain our Hold
recommendation in view of Bekaert’s long-term potential. Bekaert’s strategy,
implying an increasing proportion in overall sales of higher added-value
products in growth markets, should gradually make the company less
cyclical, as well as a candidate for higher multiples. In addition, Bekaert’s
current valuation in terms of EV/EBITDA01F (only 3.8x) or price/NAV (0.77x)
remains low.

Target price based on

High Low Now Target

EV/EBITDA 01F (x) 5.3 3.9 3.8 3.8

Price performance 

12m 3m Now Target

Absolute (%) -25.5 -3.2 1.5

FTSE 300 1,607 1,446 1,292 1,640

Rel to FTSE 300 (%) -7.4 8.3 -20.0

BEL20 Index 3,060 2,841 2,911 3,200

Rel to local index (%) -21.7 -5.6 -7.7

Forecasts (€)

Yr to 31 Dec 1999 2000 2001F 2002F

Turnover (m) 1,764.7 1,756.3 1,764.2 1,874.1

EPS growth (%) 107.7 18.3 -29.4 21.4

Net curr profit (m) 79.9 93.8 66.2 80.4

Adj EPS 3.56 4.20 2.97 3.61

CFPS 10.3 10.9 9.8 11.0

Net dividend 1.2 1.3 1.2 1.3

Adj PER (x) 11.4 9.6 13.6 11.2

EV/EBITDA (x) 4.0 3.2 3.8 3.3

Yield (%) 2.9 3.1 3.0 3.2

Share data (€)    

No. of shares (m) 22.3 Market cap (m) 901.0

Daily t/o (m) 0.6 Ent'prise val (m) 846.0

Free float (%) 52.1 Price/NAV (x) 0.8

Key ratios

Yr to 31 Dec 1999 2000 2001F 2002F

EBITDA margin (%) 13.0 13.7 12.2 13.0

Gross margin (%) 19.6 20.4 18.8 19.5

Net debt/equity (%) 24.5 21.5 24.1 21.8

Net margin 4.5 5.3 3.7 4.3

ROE (%) 8.4 8.9 6.0 7.1

Forecasts: ING Barings, High/Low: 1 year, Target Price: 1 year

Reuters: BERTt.BR Price: €40.4

Hold
Previously Hold

Bekaert

Belgium

1H01 results

27/07/01

Target price: €41.0

Engineering and machinery



ING Bank N.V.   Tel: 31 20 563 87 98 Fax: 31 20 563 87 66
Treasury Center
Foppingadreef 7,
1102 BD Amsterdam-Zuidoost,
P.O. Box 1800,
1000 BV Amsterdam,
The Netherlands

ING Barings N.V. Tel: 39 024 7780 320 Fax: 39 024 7780 773
Milan Branch
Via Tortona 33
20144 Milan
P.O. Box 14248
Italy

ING Barings Limited Tel: 44 20 7767 1000 Fax: 44 20 7767 7777
60 London Wall,
London, EC2M 5TQ,
United Kingdom
Regulated by The Securities and Futures Authority Limited
Member of the London Stock Exchange
Registered in England. Company Number 3021508

ING Barings LLC Tel: 1 212 409 1000 Fax: 1 212 409 1020
55 East 52nd Street,
New York, NY 10055,
USA
Member of the New York Stock Exchange, Inc.
Member of the National Association of Securities Dealers Inc.

ING Barings Limited Tel: 34 91 598 4000 Fax: 34 91 598 4001
Madrid Branch,
Edificio Torre Europa, planta 14
Paseo de la Castellana 95,
28046 Madrid,
Spain

Frankfurt - Germany Tel: 49 69 7190 4146 Fax: 49 69 7190 4161
Geneva - Switzerland Tel: 41 22 818 77 77 Fax: 41 22 818 76 76
Hong Kong - China Tel: 852 2848 8488 Fax: 852 2868 5192
Johannesburg - South Africa Tel: 27 11 302 3000 Fax: 27 11 302 3151
São Paulo - Brazil Tel: 55 11 3847 6000 Fax: 55 11 3847 6599
Singapore - Singapore Tel: 65 535 3688 Fax: 65 535 3233
Tokyo - Japan Tel: 813 5210 1500 Fax: 813 5210 1555

This publication has been prepared by ING Bank N.V. (Foppingadreef 7, 1102 BD Amsterdam-Zuidoost, the Netherlands) for and on behalf of itself and its affiliated
companies (together “ING Barings”) solely for the information of clients of ING Barings. It is not intended as an offer or solicitation for the purchase or sale of any financial
instrument. While reasonable care has been taken to ensure that the information contained herein is not untrue or misleading at the time of publication, ING Barings makes
no representation as to its accuracy or completeness. The information contained herein is subject to change without notice. ING Barings and any of its officers or
employees may, to the extent permitted by law, have a position or otherwise be interested (including purchasing from or selling to its clients on a principal basis) in any
transactions, in any investments (including derivatives) directly or indirectly the subject of this publication. ING Barings may perform investment banking or other services
(including acting as adviser, manager or lender) for, or solicit investment banking or other business from, any company mentioned in this publication. Neither ING Barings
nor any officer or employee of ING Barings accepts any liability whatsoever for any direct or consequential loss arising from any use of this publication or its contents.
Copyright and database rights protection exists in this publication and it may not be reproduced, distributed or published by any person for any purpose without the prior
express consent of ING Barings. All rights are reserved.

Any investments referred to herein may involve significant risk, are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all investors. The
value of, or income from, any investments referred to herein may fluctuate and/or be affected by changes in exchange rates. Past performance is not indicative of future
results. Investors are expected to make their own investment decisions without relying on this publication. Only investors with sufficient knowledge and experience in
financial and business matters to evaluate the relevant merits and risks should consider an investment in any issuer or market discussed herein.

This publication is for distribution in the United Kingdom only to persons of the kind described in Article 11(3) of the Financial Services Act 1986 (Investment
Advertisements) (Exemptions) Order 1996 of the United Kingdom and is not intended to be distributed or passed on, directly or indirectly, to any other class of persons
(including private investors) in the United Kingdom. Clients should contact analysts at and execute transactions through an ING Barings entity in their home jurisdiction
unless governing law permits otherwise.

ING Barings Limited is regulated by The Securities and Futures Authority Limited and is a member of the London Stock Exchange. It is incorporated in England (company
number 3021508) and its registered office is at 60 London Wall, London EC2M 5TQ.

ING Barings LLC, which is a member of the SIPC and which is part of ING Barings, has accepted responsibility for the distribution of this report in the United States under
applicable requirements.

Additional information is available on request.

Vermeulen-Raemdonck S.A.
Rue du Commerce 10,
1000 Brussels, Belgium

Tel: 32 2 547 70 60
Fax: 32 2 547 70 88

ING Ferri S.A.
51, rue Vivienne,

75002 Paris, France
Tel: 33 1 40 41 42 43
Fax: 33 1 55 34 76 29

BHF-Bank
Bockenheimer Landstrasse 10,

60302 Frankfurt am Main,
Germany

Tel: 49 69 718 2701
Fax: 49 69 718 2810

Charterhouse Securities
London:

City Place House, 55 Basinghall Street
London, EC2V 5HD, United Kingdom

Tel:  44 20 7767 1000
Fax: 44 20 7522 3785

Liverpool:
Royal Liver Building, Pier Head,

Liverpool, L69 3RJ
Tel:  44 151 472 5555

Edinburgh:
Lismore House, 127 George Street,

Edinburgh, EH2 4JX
Tel:  44 131 527 3000

Banque Bruxelles Lambert S.A.
Avenue Marnix 24,

1000 Brussels, Belgium
Tel: 32 2 547 21 11
Fax: 32 2 547 80 18


