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Apator WIG
 

PLN mn 2009 2010e 2011e 2012e
Net sales 367.6 386.6 415.9 445.9
EBITDA 66.1 65.6 70.8 77.3

EBIT 50.9 50.5 55.5 61.9

Net result after min. 30.0 52.8 42.9 48.5

EPS (PLN) 0.85 1.50 1.22 1.38

CEPS (PLN) 1.28 1.93 1.66 1.82
BVPS (PLN) 5.02 6.02 6.11 6.58

Div./share (PLN) 0.50 1.13 0.92 1.04
EV/EBITDA (x) 9.2 9.9 9.4 8.5

P/E (x) 18.7 11.9 14.7 13.0

P/CE (x) 12.5 9.3 10.8 9.8
Dividend Yield 3.2% 6.3% 5.1% 5.8%

Apator 
 

Performance 12M 6M 3M 1M

in PLN 3.3% 9.9% -17.4% -8.9%

in EUR 9.4% 9.2% -22.9% -7.3%  
 

Share price (PLN) 17.91 Reuters APOR.WA Free float 81.2%

Number of  shares (mn) 35.1 Bloomberg APT PW Shareholders Apator Mining (15.6%)
Market capitalization (PLN mn / EUR mn) 629 / 153 Div. Ex-date 05/07/10 Mr. Mariusz Lewnicki (5.7%)

Enterprise value (PLN mn / EUR mn) 650 / 158 Target price 20.3 Homepage: www.apator.com.pl  
 

Optimizing the business 
 
– Since our last report on Apator, in which we had a Reduce recommendation, the stock price has fallen  

by about 15%, significantly underperforming vs the WIG index. We do not expect anything to 
significantly alter the valuation of this quite def ensive and stable stock. For this reason, we only s lightly 
increase our target price (from PLN 20 to PLN 20.3)  and upgrade our recommendation to Accumulate 
due to recent price reduction.  

 
– The recent weakness in the domestic currency is b asically good for Apator as the company generates 

almost 30% of sales from exports. Additionally, the  group faces competition from importers. However, i n 
the short run (2010), this effect will be neutral d ue to the full hedging (remnants of the toxic FX op tions 
converted into ordinary FX hedging). 

 
– The company recently sold a stake of 1mn of own s hares (out of total own shares of 6.6mn). This acti on 

will boost the group’s results by about PLN 17mn at  financial net level in 2Q 2010. The fate of the 
remaining shares is still undecided. We treat them as assets for sale, but we do not deduct the potent ial 
tax due, as we assume these shares will be redeemed  at some point. 

 
– The cash acquired from the sale of the stake coul d be used to carry out investments thus freeing up the 

value hidden in the real estate held by the group. The group wants to move its production facility fro m 
the city of Torun to the nearby special economic zo ne, which would offer tax relief. In this case, the  
attractive real estate in Torun could be sold. In t he subsequent years, production facilities from oth er 
regions could be also moved (Poznan and Swidnica). However, the plan is not yet definite – we assume 
that the net value of the real estate (which could be cashed in without risking the continuity of the 
business) amounts to about PLN 25mn (PLN 0.7 per sh are). 
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After the recent sale of 1mn shares, the stake of own shares decreased from 18.8% to 15.6%. 
Since the shares sold were booked in the balance sheet at very low value, almost the entire 
value of the transaction would boost 2Q 2010 financial line (by PLN 17mn). The fate of the 
remaining shares is still uncertain. We treat this stake as an asset for sale – we estimate its 
value at PLN 107mn (PLN 3.05 per share) and show this value as non-operating assets in the 
DCF. We do not deduct the potential tax due as, in our opinion, the most probable scenario is a 
redemption of the stake or the utilization of these shares in a potential acquisition (less likely). In 
either case, there is no tax burden. 
 
The company owns two attractive pieces of real estate in Poznan and Torun. To unearth their 
value, the company would have to execute the complicated logistics operation of moving its 
production capacities. The whole process is not easy to forecast, but with the expected recovery 
of the real estate market, its execution is increasingly likely. The plan is to invest in the new 
production facility in the special economic zone (offering tax relief) near the city of Torun. First, 
the production facility in Torun would be moved (2H 2011) allowing the sale of the real estate in 
Torun (with a value of about PLN 30mn). In the subsequent years, Apator could move its 
production facilities from Swidnica and Poznan. Initially the venture is likely to be more or less 
cash neutral, but then thanks to economies of scale and tax relief some significant value could 
be generated. We do not illustrate Apator’s exact plans regarding the real estate (as it is not 
100% certain for now) in our model, but only assume that the value of about PLN 25mn (PLN 0.7 
per share) could be generated in the process (previously we had assumed PLN 20mn). 
 
We see no major changes in the expected core business performance. The company is 
experiencing the first signs of recovery, especially in foreign markets. The recent weakness of 
PLN will be positive for Apator in the longer run. The increase in the prices of copper and brass 
in PLN should amount to about 30% in 2010, which transfers into a cost increase of about PLN 
5mn. In medium term, we expect some pressure to reappear on employment costs (Apator is 
very vulnerable to this factor, as this position exceeds a 30% share in total costs). The potential 
implementation of remote-read meter systems in Poland is more of a long-term story, which we 
reflect in the expected strong dynamics for energy meter sales in 2011-13. 
 
On the last AGM the shareholders of Apator decided about the buy-back program. The company 
would be ready to buy up to 2.8% stake for up to PLN 18 per share (total value of PLN 18mn). 
The program would last till May 2011. The whole realization of the program is in our opinion 
improbable. 
 
We employed a DCF valuation tool to estimate the fair value of the company. Our DCF is based 
on our forecasts for 2011-14. We used a discount rate based on WACC and a terminal value 
based on perpetuity. The DCF led us to a fair value of PLN 20.3 per share, which in our opinion 
accurately reflects the value of the company. The peer comparison shows that Apator shares are 
traded in line with peers. 
 
Our estimates are based on the following: 
- We assume the redemption of the own share stake or utilization of the stake in a 

potential (but not planned or assumed) acquisition. This would allow the company to 
avoid the tax burden. We estimate the value of the stake at PLN 107mn. 

- We assume that an average expected additional value of PLN 25mn could be generated 
from the real estate project. 

- We assume that the restructuring of the PoWoGaz subsidiary will continue. 
- We assume the average growth of wages at 5% in 2010-14e. 
- We assume the copper price in USD remaining at current levels. 
- We assume the average EUR/PLN at the level of 4.0 in 2010 and 3.8 in 2011-14. 
- The risk-free rate is set at 5.8%, equity premium at 6% (and 5.7% in perpetuity), debt 

premium at 2.5% and beta at 1.0 in the forecasted period. 
 
 
 
 
 
 

Own shares  
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Peers 
P/E EV/EBIT* EV/EBITDA*

2010e 2011e 2012e 2010e 2011e 2012e 2010e 2011e 2012e

Nedap 12.8    11.1     10.0    8.8       6.6      6.0       

Radiall SA high 69.1     high high  10.0    7.5       

Schaffner Holding AG 15.6    11.2    9.5      11       8.1      6.8      7.9      6.2      5.4      

Neways Electronics 14.2    7.4       12.3    7.5       7.7      5.2       

Itron 18.4    15.6    13.6    15.8    11.8    9.5      10.5    8.6      7.4      

Vaisala Oyj 27.8    16.2    13.0    20.0    10.3    8.0      13.4    8.7      7.1      

Phoenix Mecano AG 13.7    11.6    10.6    10.4    8.8      7.8      7.1      6.2      5.5      

Median total 16.5    11.6    12.1    13.3    9.2      7.8      8.9      6.4      6.0      

Apator* 11.9    14.7    13.0    10.2    9.3      8.3      7.8      7.3      6.6      

Premium/discount -28% 26% 7% -24% 1% 6% -12% 13% 11%

Implied value 24.9    14.2    16.7    22.4    17.8    17.1    19.8    16.2    16.5    

Source: Factset, Erste Group Research 

*EV adjusted for the value of own shares stake
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WACC calculation
2010e 2011e 2012e 2013e 2014e 2015e (TV)

Risk free rate 5.8% 5.8% 5.8% 5.8% 5.8% 5.0%
Equity risk premium 6.0% 6.0% 6.0% 6.0% 6.0% 5.7%
Beta 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 11.6% 11.6% 11.6% 11.6% 11.6% 10.7%

Cost of debt 8.3% 8.3% 8.3% 8.3% 8.3% 7.5%
Effective tax rate 19.0% 19.0% 19.0% 19.0% 19.0% 19.0%
After-tax cost of debt 6.7% 6.7% 6.7% 6.7% 6.7% 6.1%

Equity weight 90% 85% 89% 92% 91% 85%
WACC 11.1% 10.9% 11.1% 11.2% 11.2% 10.0%

DCF valuation
(PLN mn) 2010e 2011e 2012e 2013e 2014e 2015e (TV)

Sales growth 8.5% 7.6% 7.2% 4.9% 4.9% 1.5%
EBIT 50.5 55.5 61.9 65.0 69.4 70.4
EBIT margin 13.1% 13.3% 13.9% 13.9% 14.1% 14.1%
Tax rate 19.0% 19.0% 19.0% 19.0% 19.0% 19.0%
Taxes on EBIT -9.6 -10.5 -11.8 -12.3 -13.2 -13.4
NOPLAT 40.9 44.9 50.1 52.6 56.2 57.1

+ Depreciation 15.1 15.3 15.4 15.6 15.7 15.7
Capital expenditures / Depreciation 108.3% 107.2% 106.2% 105.9% 105.1% 100.0%
+/- Change in working capital -2.0 -6.3 -6.3 -5.4 -5.5 -1.8
Chg. working capital / chg. Sales -6.4% -21.5% -21.0% -24.7% -24.1% -24.1%
- Capital expenditures -16.4 -16.4 -16.4 -16.5 -16.5 -16.5

Free cash flow to the firm 37.690 37.512 42.872 46.354 4 9.875 54.43

Terminal value growth 1.5%
Terminal value 653.6
Discounted free cash flow - Dec 31 2010 0.000 33.833 34.815 33.841 32.746 422.6
Enterprise value - Dec 31 2010 557.8

Minorities 0.0
Non-operating assets 132.5
Net debt 17.0
Other adjustments 0.0
Equity value - Dec 31 2010 673.4

Number of shares outstanding (mn) 35.1
Cost of equity 11.6%
12M target price per share (PLN) 20.3

Current share price (PLN) 17.9
Up/Downside 13.4%

Enterprise value breakdown Sensitivity (per share)

20 13.1% 13.6% 14.1% 14.6% 15.1%

9.0% 20.9 21.5 22.0 22.5 23.1
9.5% 20.1 20.6 21.1 21.6 22.1

10.0% 19.3 19.8 20.3 20.8 21.2
10.5% 18.7 19.1 19.6 20.0 20.5
11.0% 18.1 18.5 18.9 19.4 19.8

20 0.5% 1.0% 1.5% 2.0% 2.5%
9.0% 20.3 21.1 22.0 23.0 24.2
9.5% 19.6 20.3 21.1 22.0 23.0

10.0% 18.9 19.6 20.3 21.1 22.0
10.5% 18.4 18.9 19.6 20.3 21.1
11.0% 17.9 18.4 18.9 19.6 20.3

Terminal value EBIT margin

Terminal value growth

W
A

C
C

W
A

C
C

PV of 
terminal 

value
76%

PV of 
detailed 
period
24%
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Income Statement 2007 2008 2009 2010e 2011e 2012e
(IAS, PLN mn, 31/12) 31/12/2007 31/12/2008 31/12/2009 31/12/2010 31/12/2011 31/12/2012

Net sales 311.35 356.19 367.65 386.60 415.94 445.94
Cost of goods sold -213.42 -237.93 -239.54 -255.83 -273.10 -290.36
Gross profi t 97.93 118.26 128.11 130.77 142.84 155.57
SG&A -56.89 -70.05 -78.69 -80.82 -87.37 -93.67
Other operating revenues 1.78 8.30 1.48 0.55 0.00 0.00
Other operating expenses 0.00 0.00 0.00 0.00 0.00 0.00
EBITDA 55.62 70.46 66.12 65.64 70.78 77.35
Depreciation/amortization -12.81 -13.94 -15.23 -15.14 -15.30 -15.44
EBIT 42.82 56.51 50.89 50.50 55.48 61.91
Financial result 0.62 -27.48 -11.51 17.18 -1.47 -2.01
Extraordinary result 0.00 0.00 0.00 0.00 0.00 0.00
EBT 43.44 29.03 39.39 67.68 54.00 59.90
Income taxes -8.77 -5.97 -8.11 -12.86 -10.26 -11.38
Result from discont inued operations 0.00 0.00 0.00 0.00 0.00 0.00
Minorities and cost of hybrid capital -0.02 -1.73 -1.25 -2.03 -0.86 0.00
Net result after minorities 34.66 21.33 30.03 52.79 42.8 8 48.52

Balance Sheet 2007 2008 2009 2010e 2011e 2012e
(IAS, PLN mn, 31/12)

Intangible assets 2.90 41.89 44.08 44.05 55.04 55.02
Tangible assets 72.15 101.87 97.46 98.80 99.91 100.88
Financia l assets 8.79 15.30 11.60 11.60 11.60 11.60
Total fixed assets 83.83 159.05 153.13 154.45 166.55 167.51
Inventories 38.41 53.24 54.35 57.45 61.33 65.20
Receivables and other current assets 60.56 76.45 71.40 77.74 82.81 87.89
Other assets 1.50 2.95 3.47 3.47 3.47 3.47
Cash and cash equivalents 11.32 20.60 15.37 5.80 6.24 6.69
Total current assets 111.78 153.24 144.59 144.46 153.84 163.25
TOTAL ASSETS 195.61 312.29 297.72 298.91 320.39 330.76
Shareholders'equity 154.35 161.46 176.28 211.35 214.64 231.00
Minorities 0.08 2.42 3.88 3.88 3.88 3.88
Hybrid capital and other reserves 0.00 0.00 0.00 0.00 0. 00 0.00
Pension and other LT personnel accruals 0.00 0.00 0.00 0.00 0.00 0.00
LT provisions 9.41 18.06 17.70 17.70 17.70 17.70
Interest-bearing LT debts 0.02 40.85 27.31 10.58 17.43 13.40
Other LT liabilities 0.00 0.00 0.00 0.00 0.00 0.00
Total long-term liabil ities 0.02 40.85 27.31 10.58 17.43 13.40
Interest-bearing ST debts 5.15 50.11 37.05 12.98 21.38 16.44
Other ST liabilities 26.61 39.40 35.51 42.41 45.37 48.35
Total short-term liabilities 31.75 89.19 72.55 55.38 66. 74 64.77
TOTAL LIAB. ,  EQUITY 195.61 312.29 297.72 298.91 320.39 330.76

Cash Flow Statement 2007 2008 2009 2010e 2011e 2012e
(IAS,PLN mn, 31/12)

Cash f low from operating activities 33.16 53.02 34.58 48.16 53.66 59.99
Cash f low from investing activities -8.92 -81.86 -19.87 -16.40 -27.40 -16.40
Cash f low from financing activit ies -22.90 38.12 -19.93 -41.33 -25.82 -43.14
CHANGE IN CASH , CASH EQU. 1.34 9.28 -5.23 -9.57 0.44 0.45

Margins & Ratios 2007 2008 2009 2010e 2011e 2012e
Sales growth 7.8% 14.4% 3.2% 5.2% 7.6% 7.2%

EBITDA margin 17.9% 19.8% 18.0% 17.0% 17.0% 17.3%
EBIT margin 13.8% 15.9% 13.8% 13.1% 13.3% 13.9%
Net profit margin 11.1% 6.5% 8.5% 14.2% 10.5% 10.9%
ROE 23.6% 13.5% 17.8% 27.2% 20.1% 21.8%
ROCE 22.3% 21.9% 16.2% 16.4% 17.3% 18.4%
Equity ratio 78.9% 52.5% 60.5% 72.0% 68.2% 71.0%
Net debt -6.1 70.4 49.0 17.8 32.6 23.2

Working capita l 78.5 61.1 68.6 85.6 83.6 95.0
Capita l employed 157.7 252.3 246.8 250.7 268.8 275.7
Inventory turnover 5.6 5.2 4.5 4.6 4.6 4.6

Source: Company data, Erste Group estimates 
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Head of Group Research     
Friedrich Mostböck, CEFA         +43 (0)5 0100 - 11902  Institutional Equity Sales Vienna  
CEE Equity Research    Head: Brigitte Zeitlberger-Schmid +43 (0)5 0100 - 83123 
Co-Head: Günther Artner, CFA +43 (0)5 0100 - 11523  Cash Equity Sales  
Co-Head: Henning Eßkuchen +43 (0)5 0100 - 19634  Hind Al Jassani +43 (0)5 0100 - 83111 
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Ronald Stöferle (Asia)  +43 (0)5 0100 - 11723  Roman Rafeiner +43 (0)5 0100 - 83172 
Macro/Fixed Income Research    Institutional Equity Sales London   
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Head: David Navratil (Fixed income)  +420 224 995 439  Head: Andrzej Tabor +4822 330 62 03 
Petr Bartek (Equity)  +420 224 995 227  Pawel Czuprynski (Equity) +4822 330 62 12 
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Head: József Miró (Equity) +361 235-5131  Head: Thomas Schaufler +43 (0)5 0100 - 84225 
Bernadett Papp (Equity) +361 235-5135  Equity Retail Sales  
Gergely Gabler (Equity) +361 253-5133  Head: Kurt Gerhold +43 (0)5 0100 - 84232 
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Head: Artur Iwanski (Equity) +48 22 330 6253  Treasury Domestic Sales  
Magda Zabieglik (Equity) +48 22 330 6250  Head: Markus Kaller +43 (0)5 0100 - 84239 
Tomasz Kasowicz (Equity) +48 22 330 6251  Corporate Desk  
Piotr Lopaciuk (Equity) +48 22 330 6252  Head: Leopold Sokolicek +43 (0)5 0100 - 84601 
Marek Czachor (Equity) +48 22 330 6254  Alexandra Blach +43 (0)5 0100 - 84141 
Bianka Madej (Equity) +48 22 330 6260  Markus Pistracher +43 (0)5 0100 - 84100 
Research Romania    Roman Friesacher +43 (0)5 0100 – 84143 
Head: Lucian Claudiu Anghel +40 21 312 6773  Helmut Kirchner +43 (0)5 0100 – 84144 
Mihai Caruntu (Equity) +40 21 311 27 54  Christian Skopek +43 (0)5 0100 - 84146 
Dumitru Dulgheru (Fixed income) +40 21 312 6773 1028  Fixed Income Institutional Desk  
Cristian Mladin (Fixed income) +40 21312 6773 1028 Head G7: Thomas Almen +43 (0)5 0100 - 84323 
Eugen Sinca (Fixed income) +40 21312 6773 1028 Head Germany: Ingo Lusch +43 (0)5 0100 - 84111 
Raluca Ungureanu (Equity) +40 21311 2754  Fixed Income International & High End Sales Vienna  
Research Slovakia    Jaromir Malak/ Zach Carvell +43 (0)5 100 - 84254  
Head: Juraj Barta, CFA (Fixed income) +421 2 4862 4166  U. Inhofner/ P. Zagan/ C. Mitu +43 (0)5 100 - 84254 
Michal Musak (Fixed income)  +421 2 4862 4512  Fixed Income International Sales London  
Maria Valachyova (Fixed income)  +421 2 4862 4185  Antony Brown +44 20 7623 4159 
Research Ukraine    
Head: Victor Stefanyshyn (Fixed Income) +38 044 593 - 1784        
Svitlana Bazilevich (Equity) +38 044 593 - 9286 
Maryan Zablotskyy (Fixed income)  +38 044 593 – 9188 
Research Turkey 
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Date Rating Price Target Price
06. May 10 Reduce 20.35 20.00

23. Oct 09 Accumulate 15.20 16.00
05. Jun 09 Hold 17.20 18.50
19. Nov 08 Buy 10.01 13.80

13. Jun 07 Hold 22.20 23.30
10. Mar 06 Accumulate 19.41 23.36

27. Jun 05 Buy 8.73 10.76  

Company Disclosure  
Apator  
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Important Disclosures 
General disclosures:  All recommendations given by Erste Group Research are independent and based on the latest company, industry and 
general information publicly available. The best possible care and integrity is used to avoid errors and/or misstatements. No influence on the 
rating and/or target price is being exerted by either the covered company or other internal Erste Group departments. Each research piece is 
reviewed by a senior research executive, the rating is agreed upon with an internal rating committee of senior research executives. Erste Group 
Compliance Rules state that no analyst is allowed to hold a direct ownership position in securities issued by the covered company or 
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