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FY/e 31.12 2002 2003E 2004E 2005E 
Sales (€m) 1,863 1,785 1,888 1,972 
EBITDA (€m) 209 255 267 276 
Pre-Tax* (€m) 42 86 108 119 
Adj EPS* (€) -1.55 4.13 4.78 5.09 
EPS (€) -2.24 3.85 4.28 4.59 
DPS (€) 1.68 1.75 1.95 1.90 
P/E* (x) - 10.4 9.0 8.4 
Yield (%) 3.9 4.1 4.5 4.4 
EV/EBITDA (x) 6.6 5.2 4.9 4.6 
Source: KBC Securities *Adjusted for goodwill and exceptionals

 
 

On Jul-28, Bekaert is to release its 1H03 results. Despite the USD decline, we are quite positive with 
estimates at the high end of consensus. In the absence of major optimisation charges and against a 
strong operating performance, lower financial charges plus a € 5m “capital gain”, we count on a profit 
-group share- at € 50m or € 2.26 per share, compared to € 0.43 per share over the 1H02.  

 

Surprise us! 
Monday, Jul-28, before opening, Bekaert is to release its set of 1H03 results. As we will outline in this Flash, we 
are pretty optimistic with estimates out of consensus range counting on Bekaert to beat the market expectations. 
 
At its AGM, Bekaert already gave some idea about the business at the start of 2003. Sales over the 1Q03
declined by 7.2% but would have increased by 2.2% at constant exchange rates. Sales of the Wire business 
decreased by 16% of which about 8% due to the lower USD and roughly 5% on discontinued activities, leaving an 
organic decline of about 3%. Sales of the Fencing business (the former Merchant Products Europe) remained 
stable (no USD effect) while a very high activity level in Steel cord could limit the decline in sales to 2.2%. Sales of 
the BAM were at the same level as the previous year but would have observed a 8-9% rise at constant exchange 
rates. 
 
Although no precise figures were given in the quarterly update, all units seem to have increased their contribution 
to the operational and bottom line result. This, despite the lower USD, illustrating an impressive improvement of 
the underlying profitability. Especially Steel cord and the equity consolidated activities in Latin America 
performed very well. Sales of Fencing were flat but due to an improved mix increased their profitability. On the 
other hand, trading in wire was much weaker. Consolidated profit increased “substantially” and overall order book 
was “good” - “substantially” and “good” might be interpreted as above 10%. 
 
Despite a good 1Q and promising order book, Bekaert remained very prudent for the rest of the year, not giving 
any outlook. However, in the absence of major optimisation charges and losses at the solar cells, with lower 
financial charges and a capital gain of $ 6m, we are positive about the current year. 
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For the 1H03, our scenario counts on a top-line decline of 4.8% to € 939.3m. This is mainly to be explained by 
the lower USD but also some weakness at the wire business. Without major restructuring charges, we expect a 
jump in operating result from € 20.8m to € 59.0m. On a comparable basis, we count on an operating result at 
€ 61.4m or a margin of 6.5%. As Bekaert realised an operating margin -before restructuring- of 6.9% over the 
1H02 and stated that all units increased their contributions to the 1Q03 operating result, this might prove too 
conservative. 
 
After having made a € 84m impairment in 2002, Bekaert disposed its solar cell interest for $ 6m in the 1H03. This 
implies that as from 2003 the solar cells will no longer make a negative contribution (€ 2.4m, € 6.1m and € 8m 
over 2000-02) to the equity-consolidated result. Ironically, regarding the lost investments, Bekaert is even to post a 
capital gain of about € 5m in the 1H03! 
 
All this, brings us to a spectacular increase in the net profit -group share- from € 9.4m to € 50.0m or € 2.26 per 
share. For the full year, we count on a net profit -group share- at € 85.3m or an increase in the ‘reported’ EPS from 
€ -2.24 to € 3.85! Before goodwill depreciation and exceptionals, our EPS estimate stands at € 4.13 compared to € 
-1.55 in 2002. 
 
As we do not see Bekaert substantially outperform the Belgian market in the coming 12 months, we keep our 
rating unchanged at “neutral” with a price target of € 45. The average of our valuation models used, points to a 
theoretical fair price of € 47.15 per share. However, anticipating very nice 1H03 results, momentum could be 
there from a shorter-term perspective. 
 
Earnings preview 
 2001 1H02 2002 1H03e 2003e
Sales 1796 986 1863 939.3 1785

Growth +2.3% +5.9% +3.8% -4.8% -4.2%
  
Comparable op. result 60.3 68.3 123.8 61.4 111.1

Margin 3.4% 6.9% 6.6% 6.5% 6.2%
Operating result 59.5 20.8 64.2 59.0 106.1
  
Financial result -30.4 -20.7 -32.9 -15.8 -27.0
Other 5.0 -100.6 5.0 5.0
Taxes 4.6 -0.9 7.4 -9.2 -16.8
Equity consolidated 12.5 11.8 19.1 14.5 25.0
Net profit group share 47.6 9.4 -49.5 50.0 85.3
  
EPS – reported 2.15 0.43 -2.24 2.26 3.85
EPS* 2.76 0.87 -1.37 2.60 4.54
EPS** 3.20 0.51 -1.55 2.40 4.13

Source: Bekaert, KBC Securities * before goodwill amortisation   ** before goodwill amortisation and exceptionals
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This publication has been prepared by KBC Securities NV or one of its European subsidiaries (together "KBC Securities"). This publication is provided for 
informational purposes only and is not intended to be an offer, or the solicitation of any offer, to buy or sell the securities referred to herein. No part of this 
publication may be reproduced in any manner without the prior written consent of KBC Securities. The information herein has been obtained from, and any 
opinions herein are based upon, sources believed reliable, but neither KBC Securities nor its affiliates represent that it is accurate or complete, and it 
should not be relied upon as such.  All opinions, forecasts, and estimates herein reflect our judgement on the date of this publication and are subject to 
change without notice. From time to time, KBC Securities, its principals or employees may have a position in the securities referred to herein or hold 
options, warrants or rights with respect thereto or other securities of such issuers and may make a market or otherwise act as principal in transactions in 
any of these securities.  Any such persons may have purchased securities referred to herein for their own account in advance of the release of this 
publication. KBC Securities and principals or employees of KBC Securities may from time to time provide investment banking or consulting services to, or 
serve as a director of a company being reported on herein. This publication is provided solely for the information and use of professional investors who are 
expected to make their own investment decisions without undue reliance on this publication. Investors must make their own determination of the 
appropriateness of an investment in any securities referred to herein based on the merits and risks involved, their own investment strategy and their legal, 
fiscal and financial position. Past performance is no guarantee for future results. By virtue of this publication, none of KBC Securities or any of its 
employees shall be responsible for any investment decision. In the United States this publication is being distributed to U.S. Persons by KBC Securities, 
Inc., which accepts responsibility for its contents. Orders in any securities referred to herein by any U.S. investor should be placed with KBC Securities, Inc. 
and not with any of its foreign affiliates. This publication is for distribution in or from the United Kingdom only to persons who are authorised persons or 
exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom or any order made thereunder or to 
investment professionals as defined in Section 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 and is not intended to 
be distributed or passed on, directly or indirectly, to any other class of persons. This publication is for distribution in Canada only to pension funds, mutual 
funds, banks, asset managers and insurance companies.The distribution of this publication in other jurisdictions may be restricted by law, and persons into 
whose possession this publication comes should inform themselves about, and observe, any such restrictions. In particular this publication may not be sent 
into or distributed, directly or indirectly, in Japan or to any resident thereof. 
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