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Company key data 2007A 2008E 2009E 2010E
Revenues (EUR M) 65.8 92.5 100.1 108.9
EBITDA (EUR M) 10.1 14.2 15.9 17.6
EBIT (EUR M) 7.9 11.1 12.5 13.9
Net Income (EUR M) 3.4 6.4 8.0 6.1
Dividend Ord. (EUR)  0.00 0.00 0.00 0.00
EPS adj (EUR) 0.08 0.15 0.19 0.14
EV/EBITDA (x) 11.30 7.67 6.69 5.75
P/E adj (x) 23.87 12.58 10.05 13.20
E: expected, Intesa Sanpaolo Corporate Broking Research estimates 
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External Growth Boosts 2007 Results 

 
• Acquisitions drove 2007 performances. Exprivia announced 2007 results 
which include the impact of the two acquisitions (Svimservice and Wel.Network) as 
of August 2007. In line with the company’s recent indications, the top line jumped to 
EUR 66M (+39.9% yoy), EBITDA reached EUR 10M (up by 82% yoy) and EBIT 
more than doubled to EUR 7.9M (+129% yoy). As a result, Net Profit rose by 208% 
yoy to EUR 3.4M. On a like-for-like basis, the revenue and EBITDA improvement 
would have been 9% and 15% yoy, respectively. The group also confirmed the 
worsening of the 2007 NFP, almost double to EUR 34M (resulting in a D/E ratio of 
0.7x vs. 0.6x in 2006), due to the outlay related to the acquisitions. 

• External growth strategy confirmed. The group’s 2007 domestic presence in 
the IT for healthcare, industry and PA markets significantly increased thanks to the 
acquisitions. Exprivia’s stand alone realised good performances in the finance 
vertical market, mainly driven by the new orders resulting from the clients’ 
consolidation process. The company confirmed its intention to continue to grow 
through acquisitions, with an eye to becoming one of the top ten Italian players in 
the sector and possibly starting an internationalisation process (Eastern Europe is 
considered an appealing target). 

• Estimates revised. Following 2007 results, we change our estimates to take 
into account the negative macroeconomic scenario, which should impact the IT 
sector demand and the company’s 2008 new guidelines. Although Exprivia’s 
management confirmed a 2008 revenue target of EUR 100M, this includes the 
contribution by external growth. The group’s 2008 internal revenue target is between 
EUR 90-95M, while, according to the company, 2008 EBITDA margin should exceed 
15%. We therefore cut our 2008E revenues expectations, while leaving our margins 
and bottom lines substantially unchanged.  

• The stock still looks overvalued. Exprivia’ share still trades above its peer’s 
multiples (Engineering, Reply). The premium on P/E continues to be lower (12% on 
2008E and 18% on 2009E) thanks to the group’s lower tax rate vs. the sector 
average, due to the use of losses carried forward taxes until 2011 (the first full tax 
rate year). Considering this, the weak sector outlook, the negative macroeconomic 
scenario and the low stock’s liquidity, we maintain our SELL rating on the share with 
a target price of EUR 1.47/share, 23% below the current level. 
 

Company Update & 
Change in target price 

Company Data (*)   
No. of shares (M)  41.9 

Market price (EUR)  1.91 
   

Target price (EUR)  1.47 
Target upside (%)  -23.09 
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Market Data   
Market Cap. (EUR M)  80.2 
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2007 Results driven by acquisitions 
On 29 February, Exprivia released 2007 results, which were particularly good 
thanks to the impact of the two recent acquisitions (Svimservice and 
Wel.Network), which lead to the following group’ structure. 

 

Chart 1: Exprivia - Group structure 
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Source: 4Q07 company financial report 

 

In detail, 2007 top line jumped to EUR 65.8M (+39.9% yoy), EBITDA reached 
EUR 10M (up by 82% yoy) and EBIT more than doubled to EUR 7.9M (+129% 
yoy). As a result, net profit rose by 208% yoy to EUR 3.4M. Exprivia also 
confirmed the worsening of the 2007 NFP almost double to EUR 34M (resulting in 
a D/E ratio of 0.7x vs. 0.6x in 2006), due to the outlay related to the recent 
acquisitions.  

We highlight that the newly acquired companies were consolidated as of August, 
while in our previous estimates we included the two acquisitions from November 
2007. 

 

Table 1: Exprivia - 4Q06-2006 vs. 4Q07-2007 results 
EUR k 4Q06A 4Q07A yoy % 2006A 2007A yoy %
Value of Production 13,857 25,856 86.59 47,030 65,830 39.97
- Net Revenues 12,899 24,337 88.67 44,216 62,582 41.54
EBITDA 1,901 4,410 131.98 5,552 10,099 81.89
EBITDA Margin (%) 13.7 17.1 11.8% 15.3% 
EBIT 1,220 3,586 193.93 3,421 7,864 129.85
EBIT Margin (%) 8.8 13.9 7.3% 11.9% 
Net Profit 575 1,506 161.91 1,112 3,430 208.35
NFP  16,752 33,956 102.70
D/E (x)  0.59 0.74 
A: actual, data taken from 4Q06-4Q07 and 2006-2007 company financial reports and Intesa Sanpaolo Corporate Broking Research calculations 

 

In the following table, we highlight the group’s breakdown of revenues and 
EBITDA by vertical markets, considering the contribution of Wel.Network and 
Svimservice as of August 2007 and on a like-for-like basis (excluding the impact of 
the newly companies as for 2007).  

Good 2007 operating 
results but the financial 
structure gets worse 

Exprivia’ structure, 
following the acquisitions  

A brief analysis of 2007 
results on a like-for-like 
basis  
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Table 2: Exprivia – Revenue breakdown (2006A vs. 2007A and vs. 2007 like-for-like) 
EUR K 2006A 2007A Chg. % 2007 like-for-like Chg. %
Finance 10,527 12,889 22.44 12,843 22.00
Industry 14,953 20,468 36.88 15,264 2.08
Public Administration 13,101 14,131 7.86 12,497 -4.61
Healthcare 5,556 15,093 171.65 7,597 36.74
Total Revenue 44,137 62,581 41.79 48,201 9.21
Finance (%) 23.85 20.60  26.64  
Industry (%) 33.88 32.71  31.67  
Public Administration (%) 29.68 22.58  25.93  
Healthcare (%) 12.59 24.12  15.76  
Total Revenue (% 100.00 100.00  100.00  
A: Actual, data taken from 2006-07 company financial statements 

 

Table 3: Exprivia – EBITDA breakdown (2006A vs. 2007A and vs. 2007 LFL) 
EUR K 2006A 2007A Chg. % 2007 like for like Chg. %
Finance 1,482 2,080 40.35 2,069 39.61
Industry 2,177 2,827 29.86 1,976 -9.23
Public Administration 867 1,188 37.02 771 -11.07
Healthcare 1,027 4,003 289.78 1,574 53.26
Total EBITDA 5,553 10,098 81.85 6,390 15.07
Finance (%) 26.69 20.60   32.38
Industry (%) 39.20 28.00   30.92
PA (%) 15.61 11.76   12.07
Healthcare (%) 18.49 39.64   24.63
A: Actual, data taken from 2006-07 company financial statements 

 

We highlight that Exprivia’s stand alone realised good performances in the finance 
vertical market, thanks to new orders resulting from the clients’ consolidation 
process and a strong cross-selling activity. In the industry vertical market, the 
group’s operating results reflected the positive contribution of Wel.Network (as of 
August 2007), while Exprivia’s stand alone only grew by 2% yoy, in terms of 
revenue, with the EBITDA down 11% yoy. In the P.A. vertical market, the 
contribution of Svimservice was decisive to growth, in both terms of revenue and 
margins. Finally, internal growth by the healthcare business line was 37% yoy in 
terms of revenue and 53% in terms of EBITDA, while thanks to the contribution of 
Svimservice, the business line’s results more than doubled. 

 

Lastly, we analysed Exprivia’s results on a pro-forma basis. As shown in the table 
below, considering the full consolidation of Svimservice and Wel.Network for 2006 
and 2007, the improvement of EBITDA, EBIT and bottom line would have been 
14% yoy, 22% yoy and 49% yoy respectively, while revenues would have declined 
by 6.8% yoy due to the weak performance of Wel.Network. The company closed 
2007 with sales of EUR 12M (vs. EUR 22M in 2006) due to a re-selling license 
expiry, intentionally not renewed. 

 

Table 4: Exprivia - FY06PF vs. FY07PF operating results 
EUR k 2006A PF 2007A PF yoy %
Value of Production 88,869 83,350 -6.21
- Net Revenues 85,633 79,797 -6.82
EBITDA 11,783 13,461 14.24
EBITDA Margin (%) 13.26 16.15 
EBIT 8,900 10,862 22.04
EBIT Margin (%) 10.01 13.03 
Net Profit 3,244 4,834 49.01
Equity 33,942 45,661 34.53
NFP 20,042 33,956 69.42
D/E (x) 0.59 0.74 
PF: Pro-Forma; A: actual, data taken from 2006-2007 company financial reports 

Good operating 
performance also on a pro-
forma basis  

Acquisitions drove the 
growth in healthcare, 
industry and PA vertical 
markets  
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As for the group’s financial structure, we highlight that the acquisitions of 
Wel.Network and Svimservice were partially financed via capital increases 
(a capital increase for 1.1M of new shares issued at a price of EUR 2.2/share to 
finance Wel.Network’s acquisition; a capital increase for 2.8M of new shares 
issued at a price of EUR 2.1/share to finance the acquisition of Svimservice; a 
conversion of reserves into share capital for 4.1M of new shares issued at a price 
of EUR 1.5/share) and partially by debt, through a bridging loan of EUR 19.5M. 
However, the balance between short and medium/long term improved: 2007 
medium/long-term debt covered around 60% of NFP vs. 25% at the end of 2006. 

 

Table 2: Exprivia - 2006 vs. 2007 financial structure 
EUR k 2006A 2007A yoy %
Equity 28,380 45,661 60.90
NFP 16,752 33,956 102.70
- Cash -1,509 -6,171 NM
- Short Term Debt 13,990 19,725 NM
- Long Term Debt 4,271 20,402 NM
D/E (x) 20,042 33,956 69.42
NM – Not Meaningful; A: actual, data taken from 2006-2007 company financial reports 

 

Sector Outlook 
European IT Service companies finished 2007 at record run rates, but according 
to sector reports, the 2008 outlook is less positive. The negative macro scenario 
should be translated into spending cuts for IT budgets. As a result, demand for IT 
services should remain under pressure. However a structural decline or a 
recession scenario (as seen in 2001-04) seems unlikely as IT spending is now a 
more mature component of the overall economy. 

In this context, Italy remains an immature market, highly fragmented and with an 
absence of internationally recognised players. Considering this and the negative 
macro scenario, Italian IT market growth is expected between 2.5%-3% in 2008.  

 

Chart 2: Italian IT sector growth (2002-08E) Chart 3: European IT services growth (1990-2006) 
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Source: Sirmi & Intesa Sanpaolo Corporate Broking Research elaborations Source: Sirmi & Intesa Sanpaolo Corporate Broking Research elaborations 

Possible downside risks 
seen in 2008  

Some detail on Debt 
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2008E-10E Earnings Revision 
Considering the negative macroeconomic scenario, which should impact IT sector 
demand, briefly described in the previous paragraph, and the company’s new 
2008 guidelines, we change our estimates. In detail: 

• We cut our 2008E revenues’ estimates by 7% to EUR 93M to take into 
account the weaker than expected 2007 pro-forma revenues (due to a re-
selling license expiry (intentionally not renewed) and a weaker sector outlook 
for the current year. We highlight that Exprivia’s management confirmed a 
2008 revenue target of EUR 100M, including the contribution of external 
growth, while on a like-for-like basis, the group’s 2008 revenue target is 
between EUR 90-95M; 

• We left our margins substantially unchanged, despite Exprivia’s management 
being confident of improving the group’s profitability as of 2008. We highlight 
that, at the end of 2007, the group’s margins were better than previously 
expected. Despite this, we prefer to be conservative especially on possible 
synergies and cost savings from the integration of the recently acquired 
companies. Should the integration be more successful, the group’s profitability 
could be higher than expected; 

• We assumed a 6% cost of debt to estimate our net interest and maintain a 
lower tax burden, due to the use of losses carried forward to 2009. The group 
should return to pay a full tax rate as from 2011, although our 2010E 
estimates already including a full taxation; 

• As for the group’s financial structure, we include the impact of a deposit that 
Abaco Innovazione (one of the main shareholders) made in November 2007 
in favour of the company for EUR 5M with a future capital increase in mind 
(for an overall EUR 10M). Considering this, our 2008NFP should improve to 
EUR 29M (D/E 0.5x vs. 0.7x at the end of 2007). 

 

Table 6- Change in 2008E-09E estimates 
 Old New 
EUR M 2008E 2009E 2010E 2008E 2009E 2010E
Value of Production 99.6 107.1 112.9 92.5 100.1 108.9
EBITDA 14.7 16.3 17.5 14.2 15.9 17.6
EBITDA Margin (%) 14.7 15.2 15.5 15.3 15.9 16.2
EBIT 11.6 13.1 14.4 11.1 12.5 13.9
EBIT Margin (%) 11.6 12.3 12.8 11.9 12.5 12.8
Net Profit 6.4 7.0 5.5 6.4 8.0 6.1
NFP 32.27 25.41 19.55 28.8 26.3 21.0
D/E 0.96 0.96 0.96 0.50 0.42 0.31
E: Expected, Intesa Sanpaolo Corporate Broking Research estimates 

We cut our 2008E-10E 
revenue forecast thus 
leaving margins and 
bottom lines substantially 
unchanged 
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 Valuation 
Following 2007 results and estimates’ revisions, we updated both our DCF and 
multiples valuations. Regarding the multiples’ analysis; we have considered, as 
usual, the two Italian system integrators (Engineering and Reply), more similar to 
Exprivia in terms of business model. As shown in the table below, Exprivia still 
trades at multiples above its peers. We highlight that the premium on P/E 
continues to be lower (6% on 2008E and 12% on 2009E) thanks to the group’s 
lower tax rate vs. the sector average, due to the use of losses carried forward 
taxes until 2011 (the first full tax rate year). 
 

Table 3: Exprivia - Multiples comparison 
 Price Mkt Cap EV/Sales EV/EBITDA P/E 
x  EUR/USD M 2007A/E 2008E 2009E 2007A/E 2008E 2009E 2007A/E 2008E 2009E
Engineering 24.55 306.87 0.77 0.50 0.46 4.82 4.66 3.79 12.08 12.52 7.72
Reply 21.90 198.85 0.66 0.57 0.48 4.30 3.91 3.30 12.97 9.93 9.24
Total Average     0.71 0.54 0.47 4.56 4.29 3.54 12.52 11.22 8.48
Exprivia 1.91 64.84 1.73 1.18 1.06 11.30 7.67 6.69 23.87 12.58 10.05
Vs Total Average (%)   143.6 118.5 124.3 147.7 79.1 88.7 90.6 12.1 18.6
E: Expected, Intesa Sanpaolo Corporate Broking Research estimates, JCF Consensus; prices at 29-02-2008 

 
Table 4: Exprivia - Peer comparison 
x Sales 2007A/E EBITDA 2007A/E EBITDA Margin (%)
Engineering 436.89 69.03 15.80
Reply 276.90 42.30 15.28
Exprivia 65.83 10.10 15.34
E: Intesa Sanpaolo Corporate Broking Research estimates. 
 
Using the peer average EV/EBITDA and P/E multiples (as we consider to be more 
appropriate to factor’s the group’s capacity to create value for the shareholders), 
we obtain a value of approx. EUR 1.34/share, 29% below the current level.  

 

Table 5: Exprivia - Multiples valuation 
 EV/EBITDA P/E 
 2008E 2009E 2008E 2009E
Peer Average Multiples 4.29 3.54 11.22 8.48
Exprivia EV 61 56   
NFP 29 26   
Equity Value 32 30   
Value per share (EUR /share) 1.05 0.99 1.70 1.61
Average 1.34  
E: Expected, Intesa Sanpaolo Corporate Broking Research estimates 
 
For our DCF, we applied the following prudential assumptions: a 7.5% WACC 
(4.5% risk free rate, 4.5% equity risk premium, beta of 1), an explicit forecast 
period to 2010E and a terminal value growth of 0%. On the back of these 
assumptions, our DCF gives a fair value of EUR 1.60/share, 11% below current 
level. 
 
Table 6: Exprivia Group - WACC calculation 
WACC %
Free Risk 4.5
Risk Premium 4.5
Beta 1.0
Cost of Capital 9.0
Cost Net of Debt 5.5
Gearing 07E  0.43
WACC 7.53
Source: Intesa Sanpaolo Corporate Broking Research estimates 

DCF model gives a fair 
value of EUR 1.60/share 
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Table 7: Exprivia - DCF calculation 
EUR k 2007A 2008E 2009E 2010E LT
EBIT 7,864 11,052 12,513 13,899 13,899
Taxes -2,970 -2,443 -2,643 -6,251 -6,251
Tax Rate (%) 46.41 27.73 24.91 50.74
NOPAT 4,894 8,608 9,870 7,647 7,647
D&A 2,235 3,141 3,398 3,696 3,696
Operating Cash Flow 7,129 11,749 13,267 11,343 11,343
Chg. in WC -2,676 -5,088 -5,189 -770 -770
Capex -34,882 -4,258 -3,299 -1,747 -1,747
FCF -30,429 2,403 4,780 8,826 8,826
WACC (%) 7.53  
TV Growth 0.00  
Sum 13,466  
TV 87,621  
EV 101,088  
NFP 2007A  33,956  
Equity 67,132  
Fair Value (EUR/share) 1.60  
LT – Long Term; E: Expected, Intesa Sanpaolo Corporate Broking Research estimates 

 

We also performed a sensitivity analysis, shown below: 

 

Table 8: Exprivia - Sensitivity analysis 
 Perpetuity Growth Rate (%) 

WACC (%) 0.00 0.50 1.00 1.50 2.00
6.5 2.02 2.47 2.77 3.12 3.57
7.0 1.80 2.17 2.41 2.70 3.05
7.5 1.60 1.92 2.12 2.36 2.64
8.0 1.43 1.71 1.87 2.07 2.30
8.5 1.28 1.52 1.66 1.83 2.02

Source: Intesa Sanpaolo Corporate Broking Research estimates 

 

On the average of DCF and multiples analysis (although we consider the latter to 
be more appropriate for a high growth company that has not yet achieved stable 
growth), Exprivia’s fair value is EUR 1.47, 23% below the current level. 
We therefore confirm our SELL rating on the stock.  

We confirm our SELL 
rating on the stock 
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Full Financials 
 

Table 9: Exprivia - P&L 2006A-10E 
EUR k 2006A 2007A 2008E 2009E 2010E
Value of Production 47,030 65,830 92,514 100,073 108,865
Labour Costs -27,755 -36,717 -51,600 -55,258 -59,512
Other Operating Costs -13,723 -19,014 -26,721 -28,905 -31,758
EBITDA 5,552 10,099 14,193 15,910 17,595
EBITDA Margin (% 11.8 15.3 15.3 15.9 16.2
Depreciation and amortization -2,131 -2,235 -3,141 -3,398 -3,696
EBIT 3,421 7,864 11,052 12,513 13,899
EBIT Margin (% 7.3 11.9 11.9 12.5 12.8
Net Financial Charges/Proceeds -1,066 -1,464 -2,241 -1,900 -1,577
EBT 2,355 6,400 8,811 10,612 12,322
Taxes -1,243 -2,970 -2,443 -2,643 -6,251
Tax Rate (%) 52.8 46.4 27.7 24.9 50.7
Net Income 1,112 3,430 6,367 7,969 6,070
A: Actual, data taken from 2006-2007 company financial statements; E: Expected, Intesa Sanpaolo Corporate Broking Research calculations 

 

Table 10: Exprivia - Balance sheet 2006A-10E 
EUR k 2006A 2007A 2008E 2009E 2010E
Net Working Capital 12,150 14,826 19,914 20,015 20,684
Non current Assets 39,478 74,340 75,474 78,266 78,816
Other long term liabilities -6,318 -9,549 -9,566 -9,936 -11,936
Net Invested capital 45,310 79,617 85,822 88,344 87,564
Net Equity 28,558 45,661 57,028 62,060 66,528
Net financial debt (Cash) 16,752 33,956 28,794 26,285 21,036
Total cover 45,310 79,617 85,822 88,345 87,564
A: Actual, data taken from 2006-2007 company financial statements; E: Expected, Intesa Sanpaolo Corporate Broking Research calculations 

 

Table 11: Exprivia - Cash flow 2006A-10E 
EUR k 2006A 2007A 2008E 2009E 2010E
Cash Flow 3,496 8,705 9,508 10,997 7,766
Change in working capital -7,008 -2,676 -5,088 -5,189 -770
Operating cash flow -3,512 6,029 4,420 5,808 6,996
Capex & Investments -1,758 -1,401 -1,401 -1,500 -1,500
Other Investments (Svimservice & Wel.Network) -714 -33,481 -2,857 -1,799 -247.0
Free Operating Cash Flow -5,984 -28,853 162 2,509 5,249
- Dividends - - - - -
- Increase in Share Capital 4,160  
- Net Change in Reserves 7,489 5,000 
Free Cash after dividends -5,984 -17,204 5,162 2,509 5,249
A: Actual, data taken from 2006-2007 company financial statements; E: Expected, Intesa Sanpaolo Corporate Broking Research calculations 
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EXPRIVIA     Data at 29.02.2008

  
Sector IT & Technology Mkt price (EUR) Target (EUR) Rating
 Ordinary 1.91 1.47 SELL
Reuters Code XPR.MI  

Value per share (EUR M) 2005A 2006A 2007A 2008E 2009E 2010E
N. of Ordinary Shares (M) 33.90 33.90 41.93 41.93 41.93 41.93
No. NC Saving/Preferred Shares (M) 0.00 0.00 0.00 0.00 0.00 0.00
Total N. of equivalent shares (M) 33.90 33.90 41.93 41.93 41.93 41.93
EPS Adjusted -0.08 0.03 0.08 0.15 0.19 0.14
CFPS 0.06 0.10 0.21 0.23 0.27 0.23
BVPS 0.81 0.84 1.09 1.36 1.48 1.59
 Dividend Ord. 0.00 0.00 0.00 0.00 0.00 0.00
 Dividend SAV Nc - - - - - -
Income statement (EUR M) 2005A 2006A 2007A 2008E 2009E 2010E
Sales  43.0 47.0 65.8 92.5 100.1 108.9
EBITDA 2.4 5.6 10.1 14.2 15.9 17.6
EBIT -0.8 3.4 7.9 11.1 12.5 13.9
Pre-tax Income -1.7 2.4 6.4 8.8 10.6 12.3
Net Income -2.7 1.1 3.4 6.4 8.0 6.1
Adj. Net Income -2.7 1.1 3.4 6.4 8.0 6.1

Cash flow (EUR M) 2005A 2006A 2007A 2008E 2009E 2010E
Net Income before Minorities -2.7 1.1 3.4 6.4 8.0 6.1
Depreciation and Provisions 4.7 2.4 5.3 3.1 3.4 3.7
Change in Working Capital 3.8 -7.0 -2.7 -5.1 -5.6 -2.8
Operating Cash Flow 5.8 -3.5 6.0 4.4 5.8 7.0
Capital Expenditure -6.1 -1.8 -1.4 -1.4 -1.5 -1.5
Other (Uses of Funds) -29.9 -0.7 -33.5 -2.9 -1.8 -0.2
Free Cash Flow -30.1 -6.0 -28.9 0.2 2.5 5.2
Dividends & Equity Changes 26.1 0.0 11.6 0.0 0.0 0.0
Net Cash Flow -4.0 -6.0 -17.3 0.2 2.5 5.2

Balance sheet (EUR M) 2005A 2006A 2007A 2008E 2009E 2010E
Net Capital Employed 38.3 45.3 79.6 85.8 88.3 87.6
Net Debt (Cash) 10.8 16.8 34.0 28.8 26.3 21.0
Minorities 0.1 0.2 0.2 0.2 0.2 0.2
Net Equity 27.3 28.4 45.7 57.0 62.1 66.5
Market Cap 80.1 80.1 80.1 80.1 80.1 80.1
Enterprise Value (*) 90.9 96.9 114.1 108.9 106.4 101.2
Stock Market Ratios  2005A 2006A 2007A 2008E 2009E 2010E
P/E adj -23.9 59.3 23.9 12.6 10.1 13.2
P/CEPS 32.0 18.5 9.2 8.4 7.0 8.2
P/BVPS 2.4 2.3 1.8 1.4 1.3 1.2
Dividend Yield (% Ord) 0.00 0.00 0.00 0.00 0.00 0.00
EV/Sales 2.12 2.06 1.73 1.18 1.06 0.93
EV/EBITDA 37.92 17.45 11.30 7.67 6.69 5.75
EV/EBIT -116.76 28.31 14.51 9.86 8.50 7.28
D/EBITDA 4.49 3.02 3.36 2.03 1.65 1.20
D/E 0.39 0.59 0.74 0.50 0.42 0.32

Profitability & Financial Ratios 2005A 2006A 2007A 2008E 2009E 2010E
EBITDA Margin (%) 5.6 11.8 15.3 15.3 15.9 16.2
EBIT Margin (%) -1.8 7.3 11.9 11.9 12.5 12.8
Tax Rate (%) -54.6 52.8 46.4 27.7 24.9 50.7
Net Income Margin (%) -6.3 2.3 5.2 6.9 8.0 5.6
ROE (%) -9.8 3.9 7.5 11.2 12.8 9.1
Debt/Equity Ratio 0.39 0.59 0.74 0.50 0.42 0.32

Growth 2005A 2006A 2007A 2008E 2009E 2010E
Sales (%) 85.9 9.5 40.0 40.5 8.2 8.8
EBITDA (%) -777.4 131.7 81.9 40.5 12.1 10.6
EBIT (%) -84.6 -539.5 129.8 40.5 13.2 11.1
Net Income (%) -65.9 -140.3 213.7 85.6 25.2 -23.8
Adj Net Income (%) -66.1 -141.5 208.3 85.6 25.2 -23.8 
(*) Note: EV = Mktcap + Net Debt + Minorities * P/BV – Associates A: actual, data taken from the 2005-2006 financial statements and Intesa 
Sanpaolo Corporate Broking Research calculations; E: expected, Intesa Sanpaolo Equity Research estimates 
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DISCLAIMER 

ANALYST CERTIFICATION 

The financial analyst who prepared this report, and whose name and role appear on the first page, certifies that: 

(1) The views expressed on companies mentioned herein accurately reflect independent, fair and balanced personal 
 views; 

(2) No direct or indirect compensation has been or will be received in exchange for any views expressed.  

SPECIFIC DISCLOSURES: 

1. Neither the analyst nor any member of the analyst’s household has a financial interest in the securities of the Company. 

2. Neither the analyst nor any member of the analyst’s household serves as an officer, director or advisory board member of 
the Company. 

3. The analyst named in the document is a member of AIAF. 

4. The analyst of this report does not receive bonuses, salaries, or any other form of compensation that is based upon specific 
investment banking transactions. 

5. The research department supervisors do not have a financial interest in the securities of the Company. 

 

IMPORTANT DISCLOSURES 

This research has been prepared by Intesa Sanpaolo S.p.A. and distributed by Banca IMI S.p.A. Milan, Banca IMI S.p.A-London Branch 
(a member of the London Stock Exchange) and Banca IMI Securities Corp (a member of the NYSE and NASD). Intesa Sanpaolo S.p.A. 
accepts full responsibility for the contents of this report and also reserves the right to issue this document to its own clients. Banca IMI 
S.p.A. and Intesa Sanpaolo S.p.A., which are both part of the Intesa Sanpaolo Group, are both authorised by the Banca d'Italia and are 
both regulated by the Financial Services Authority in the conduct of designated investment business in the UK and by the SEC for the 
conduct of US business. 

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient. 
Information and opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to their 
accuracy or correctness. 

Past performance is not a guarantee of future results. 

The investments and strategies discussed in this research may not be suitable for all investors. If you are in any doubt you should 
consult your investment advisor. 

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase 
or sale of any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgment. 

No Intesa Sanpaolo S.p.A. or Banca IMI S.p.A. entities accept any liability whatsoever for any direct, consequential or indirect loss 
arising from any use of material contained in this report. 

This document may only be reproduced or published together with the name of Intesa Sanpaolo S.p.A. and Banca IMI S.p.A. 

Intesa Sanpaolo S.p.A. and Banca IMI S.p.A. have in place a Joint Conflicts Management Policy for managing effectively the conflicts of 
interest which might affect the impartiality of all investment research which is held out, or where it is reasonable for the user to rely on 
the research, as being an impartial assessment of the value or prospects of its subject matter. A copy of this Policy is available to the 
recipient of this research upon making a written request to the Compliance Officer, Intesa Sanpaolo S.p.A., 90 Queen Street, London 
EC4N 1SA. 

Intesa Sanpaolo S.p.A. has formalised a set of principles and procedures for dealing with conflicts of interest (“Research Policy”). 
The Research Policy is clearly explained in the relevant section of Banca IMI’s web site (www.bancaimi.it.). 

Member companies of the Intesa Sanpaolo Group, or their directors and/or representatives and/or employees and/or members of their 
households, may have a long or short position in any securities mentioned at any time, and may make a purchase and/or sale, or offer 
to make a purchase and/or sale, of any of the securities from time to time in the open market or otherwise. 

Intesa Sanpaolo S.p.A. issues and circulates research to Qualified Institutional Investors in the USA only through Banca IMI Securities 
Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1230. 

Residents in Italy: This document is intended for distribution only to professional investors as defined in art.31, Consob Regulation no. 
11522 of 1.07.1998 either as a printed document and/or in electronic form. 

Persons and residents in the UK: This document is not for distribution in the United Kingdom to persons who would be defined as 
private customers under rules of the FSA. 

US persons: This document is intended for distribution in the United States only to Qualified Institutional Investors as defined in Rule 
144a of the Securities Act of 1933. US Customers wishing to effect a transaction should do so only by contacting a representative at 
Banca IMI Securities Corp. in the US (see contact details above). 

 



12 Intesa Sanpaolo Corporate Broking Research 

Valuation methodology 

The Intesa Sanpaolo S.p.A. Equity Research Department values the companies for which it assigns recommendations as follows: 

We obtain a fair value using a number of valuation methodologies including: discounted cash flow method (DCF), dividend discount 
model (DDM), embedded value methodology, return on allocated capital, break-up value, asset-based valuation method, sum-of-the-
parts, and multiples-based models (for example PE, P/BV, PCF, EV/Sales, EV/EBITDA, EV/EBIT, etc.). The financial analysts use the 
above valuation methods alternatively and/or jointly at their discretion. 

The assigned target price may differ from the fair value, as it also takes into account overall market/sector conditions, corporate/market 
events, and corporate specifics (ie, holding discounts) reasonably considered to be possible drivers of the company’s share price 
performance. These factors may also be assessed using the methodology indicated above.  

 

Equity rating key 

In its recommendations, Intesa Sanpaolo S.p.A. uses an “absolute” rating system, which is not related to market performance and 
whose key is reported below:  

BUY: if the target price is 20% higher than the market price. 

ADD: if the target price is 10%-20% higher than the market price. 

HOLD: if the target price is 10% below or 10% above the market price. 

REDUCE: if the target price is 10%-20% lower than the market price.  

SELL: if the target price is 20% lower than the market price.  

TARGET PRICE: the market price that the analyst believes the share may reach within a one-year time horizon.  

MARKET PRICE: closing price on the day before the issue date of the report, as indicated on the first page. 

RATING SUSPENDED: the rating and target price have been suspended temporarily to comply with applicable regulations and/or firm 
policies in certain circumstances, including when Intesa Sanpaolo Group is acting in an advisory capacity in a merger or strategic 
transaction involving the company. 

NO RATING: the company is or may be covered by the Research Department but no rating or target price is assigned. 

 

Coverage policy and frequency of research reports 

The list of companies covered by the Research Department is available upon request. Intesa Sanpaolo S.p.A. aims to provide 
continuous coverage of the companies on the list in conjunction with the timing of periodical accounting reports and any exceptional 
event that affects the issuer’s operations. The companies for which Banca IMI acts as sponsor or specialist are covered in compliance 
with regulations issued by regulatory bodies with jurisdiction. 

In the case of a short note, we advise investors to refer to the most recent company report published by Intesa Sanpaolo S.p.A’s 
Research Department for a full analysis of valuation methodology, earnings assumptions, risks and the historical of recommendation 
and target price. Research is available on IMI’s web site (www.bancaimi.it or www.caboto.it) or by contacting your sales representative. 

 

Historical recommendations and target price 
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I:AISW(P) Target Price

Date Rating TP Mkt Price
04-Apr-07 Not assigned Not assigned 2.60 
25-May-07 Not assigned Not assigned 2.34 
08-Aug-07 Not assigned Not assigned 1.73 
31-Oct-07 SELL 1.45 2.38  

 

SPECIFIC DISCLOSURES 

Banca IMI discloses interests and conflicts of interest, as defined by: Articles 69-quater and 69-quinquies, of Consob 
Resolution No.11971 of 14.05.1999, as subsequently amended and supplemented; the NYSE’s Rule 472 and the NASD’s Rule 
2711; the FSA Policy Statement 04/06 “Conflicts of Interest in Investment Research – March 2004 and the Policy Statement 
05/03 “Implementation of Market Abuse Directive”, March 2005. 

The Intesa Sanpaolo Group maintains procedures and organisational mechanisms (Information barriers) to professionally 
manage conflicts of interest in relation to investment research. 
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We provide the following information on Intesa Sanpaolo Group’s conflicts of interest: 
 
1. The Intesa Sanpaolo Group has a conflict of interest inasmuch as it plans to solicit investment banking business or 

intends to seek compensation from the Company in the next three months. 

2. Banca IMI is a Specialist relative to securities issued by Exprivia SpA. 

3. Banca IMI was financial advisor for Exprivia in the acquisition of Svimservice SpA of August 2007. 
 
 
 
 
 
INTESA SANPAOLO RESEARCH RATING DISTRIBUTION (February 08) 
Number of companies covered: 90 BUY ADD HOLD REDUCE SELL 
      
Equity research Coverage relating to the last rating 27% 43% 25% 3% 2% 
Intesa Sanpaolo’s Clients (*) 50% 26% 9%  50% 
(*) Companies on behalf of whom Intesa Sanpaolo and the other companies of the Intesa Sanpaolo Group have provided 
corporate and Investment banking services in the last 12 months.  
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