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Target price based on DCF |
® Results disappointed mainly due to unfavourable weather, but
guidance remains encouraging. Target
€87.80
® We raise our target price to €88 as a result of a reduction in
the WACC, as well as small IFRS and expectations
adjustments. HOLD. Price performance
12m 3m Now Target
1HO5 results disappoint due to unfavourable climate. Operating profit Absolute (%) 4.2 1.8 -
disappointed at €7.2m (€9.8m ING; €11.4m 1H04), after excluding the €4m one- ;TIStE iigOE 300 04 1'02’;-? “(?f;; 12164
el to % . .
off impact from capital gains on the sale of Sapec’s Logic subsidiary. The
disappointment was mainly caused by the exceptional drought in the Iberian
peninsula, which weighed on Agro (-13% YoY), Micronutriments (+11%) and
Energy (+22%). Moreover, Food processing distribution disappointed (-25%)
due to price declines of agricultural products in Spain. Finally, the poor business Forecasts (€)
climate in Portugal explains the poor performance of Logistics (-23%). Yr to Dec 2004 2005F 2006F 2007F
New venture. During 1HO05, a consortium in which Sapec has a 35% stake Turnover (m) 528.7 4634 4774 4887
received licences for the construction and management of a site for the QZF;g’;t(m) 386"1‘ ;3; ;19'; ;20'2
.treatment of Foxm mdustnal waste. .It shguld be opgratlonal in 2008. The €20m CEPS 1641 2041 1003 1187
investment will be financed on a project finance basis. Dividend 197 203 209 215
Guidance: sequential growth in EBITDA and net result for FY05. Moreover, 2?/;;?32 ) ZZ'Z 1:'3 1‘;’5 1?;
more usual weather should help improve the performance of Agro, Micronutients Yield (%) 23 23 24 25
and Energy. 2HO05 should also benefit from real estate sales.
The IPO of Zetes in 2HOS5 should generate €5.5m in cash for Sapec’s 5.75% Share data (€)
stake. Moreover, Sapec has decided not to build the first wind farm for the time
being, and the company is likely to sell or build only part of the obtained No. of shares (m) 14 Marke,tcap (m) 1172
. o . . i Volume 15.0 Ent'prise val (m) 297.1
concessions. As a result, the company is likely to continue to build down its debt Free float (%) 214 Price/NAV (x) 11
(interest cover is currently 3.5x).
Model change: We have adjusted our model to IFRS and recent news. Most Key ratios (%)
importantly, we reduced our WACC from 6.2% to 5.6% to reflect declining
interest rates and Sapec’s improving risk profile. As a result, our DCF-based Yrto Dec 2004 2005F 2006F 2007F
target price increases from €71 to €88, corresponding to 14.6x adjusted EBITDA margin 5.4 8.0 7.9 8.1
PEROGF and 13.3x EV/EBITAOG6F. Gross margin 19.2 19.0 19.0 19.0
Net debt/equity 1235 1361 1271 1298
Investment case. Micronutrients and Agro offer growth potential with little ROACE 2.0 3.9 29 34
incremental investment. Other businesses (excluding Energy) are capital- ROE 41 105 7.6 9.1
intensive and cyclical, and may be viewed as investment concerns, but should Forecasts: ING High/Low 1 year
not require large incremental investments in the medium term. As a result, we
expect Sapec to generate €24m in free cash flow in 2005.
Olivier Parein, CFA Paris +33 1 56 39 38 69 olivier.parein@ing.fr
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Company profile

Sapec was created in 1926 as a mining and chemical
company, and evolved into a holding company focused
on the Iberian peninsula and active in six main
businesses, detailed below. The company also holds
some real estate, which it is currently divesting, and a
6% stake in Belgian smart card vendor Zetes.

Agro (12% of 2003 revs; 31% of EBITA)

Through subsidiaries Sapec Agro and Selectis, the
Agro (phytosanitary) division formulates, packs and
distributes generic fertilisers and crop protection
products under its own name in the Iberian peninsula. It
also distributes patented (‘specific’) products for
multinationals.

Micronutrients (3%; 6%)

Sapec’s sales of bio-stimulants and trace elements are
grouped within Tradecorp. Unlike traditional fertilisers
and minerals, micronutrients release their nutrients
slower, and therefore have to be sprayed less often.
Moreover, they can improve the chemical features of
the soil, in order to better feed the plant. Micronutrients
are mainly used in high-value-added crops.

Chemical Distribution (8%; 15%)

Chemical Distribution packs and distributes chemicals
in Portugal for industry, on behalf of major producers of
specialty chemicals. In April 2002, Sapec added a new
activity to this division, by creating a joint venture (75%
owned by Sapec) with Spanish group Tecmed, called
CITRI (Centre Industriel de Traitement et Résidus
Industriels), which operates a burial site for non-toxic
industrial waste.

Food Processing Distribution (70%; 32%)
Through subsidiaries Seteia (Portugal) and Interpec
Iberica (Spain), Sapec imports and distributes raw
materials for animal food, such as cereals, cereal
substitutes and proteins. Interpec Iberica represents
the bulk of revenues (€273m of the division’s €289m
2003 revs). Margins in this division depend mainly on
commodity and freight prices.

Logistics & Port Handling (5%; 12%)

Through its subsidiary SPC, Sapec offers port handling
services in its Setubal terminal (to the south of Lisbon)
and other rented terminals, operating mainly
containers, solid and liquid bulk goods, roll on/roll off
and general cargo.

Energy (2% of revs; 12% of EBITA)

Subsidiary Naturener (54% owned by Sapec) owns 12
hydraulic power stations in Spain, with an installed
capacity of 48MW at end 2003 (61MW end 2004).
Naturener’s subsidiary Generacion Eolica is applying
for several wind farm concessions in Spain, with
200MW potential production capacity.

Sapec SA September 2005
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Financials

Yrto Dec (€m) 2004 2005F 2006F  2007F
Income statement

Turnover 528.7 463.4 477.4 488.7
EBITDA 28.6 37.3 375 39.6
Net financial charges (7.0) (8.7) (8.2) (8.2)
Operating exceptionals 0.3 4.5 0.0 0.0
Adj pre-tax profit 10.3 18.1 14.3 16.4
Corporate exceptionals 0.0 0.0 0.0 0.0
Profit/loss on sale of tangible fixed assets 0.0 0.0 0.0 0.0
Amortisation of goodwill (0.9) 0.0 0.0 0.0
Pre-tax profit 9.4 18.1 14.3 16.4
Taxes (4.7) (6.3) (5.2) (5.8)
Extraordinary items (net) 4.4 3.0 3.0 3.0
Minorities 0.7) (1.0) (1.0) (1.0)
Preference dividend 0.0 0.0 0.0 0.0
Net profit 8.4 13.8 111 12.6
Balance sheet

Total fixed assets and L/T investments 170.3 200.4 200.9 200.9
Working capital 100.8 100.1 99.1 98.0
L/T non-interest-bearing liabilities 6.4 6.4 6.4 6.4
Enterprise net assets 264.7 294.2 293.6 292.5
Group equity 115.0 121.0 121.7 119.1
Net debt 142.0 164.6 154.6 154.6
Capital employed 257.0 285.6 276.4 273.8
Cash flow

Operating cash flow 33.6 42.3 27.0 30.1
Cash taxes (4.7) (6.3) (5.2) (5.8)
Net financial charges (CF) (7.0) (8.7) (8.2) (8.2)
Gross cash flow 21.8 27.3 13.6 16.1
Capital expenditures (net of disposals) (14.5) (10.0) (10.0) (10.0)
Free cash flow 7.3 17.3 3.6 6.1

All sources: Company data, ING estimates
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Disclosures Appendix

ANALYST CERTIFICATION

The analyst(s) who prepared this report hereby certifies that the views expressed in this report accurately reflect
his/her personal views about the subject securities or issuers and no part of his/her compensation was, is, or will be
directly or indirectly related to the inclusion of specific recommendations or views in this report.

IMPORTANT DISCLOSURES

For disclosures on companies other than the subject companies of this report visit our disclosures page at http://research.ing.com or
write to The Compliance Department, ING Financial Markets LLC, 1325 Avenue of the Americas, New York, USA, 10019.

US regulatory disclosures
Valuation & risks: For details of the methodologies used to determine our price targets and risks related to the achieve-
ment of these targets refer to main body of report and/or the most recent company report at http:/research.ing.com.

European regulatory disclosures
The remuneration of research analysts is not tied to specific investment banking transactions performed by ING
Group although it is based in part on overall revenues, to which investment banking contribute.

Financial interests: One of more members of ING Group may hold financial interests in the companies covered in this
report other than those disclosed above.

Securities prices: Prices are taken as of the previous day’s close on the home market unless otherwise stated.

Job titles. The functional job title of the person/s responsible for the recommendations contained in this report is
equity research analyst unless otherwise stated. Corporate titles may differ from functional job titles.

Conflicts of interest policy. ING manages conflicts of interest arising as a result of the preparation and publication of
research through its use of internal databases, notifications by the relevant employees and Chinese walls as
monitored by ING Compliance. For further details see our research policies page at http://research.ing.com.

FOREIGN AFFILIATES DISCLOSURES

Each ING legal entity which produces research is either a 100% subsidiary of ING Bank N.V. or a branch of ING
Bank N.V. See back page for the addresses and primary securities regulator for each of these entities.

RATING DISTRIBUTION (as of end 2Q05) RATING DEFINITIONS: WESTERN EUROPE
Equity coverage Investment Banking clients* Strong Buy: Stocks with a forecast 12-month local currency
1 V)
Buy 45% 17% absolute return to target price of greater than +25%.
Hold 45%, 18% Buy: Stocks with a forecast 12-month local currency absolute return
Sell 10% 16% to target price of greater than +10%.
100% Hold: Stocks with a forecast 12-month local currency absolute
* Percentage of companies in each rating category that are Investment return to target price of between +10% and -10%.
Banking clients of ING Financial Markets LLC or an affiliate.
In line with NYSE/NASD disclosure requirements, the Strong Buy Sell: Stocks with a forecast 12-month local currency absolute return

recommendation used in the Western European universe has been

: 1009,
included in the Buy category for the purposes of this breakdown. to target price of lower than -10%.
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