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Trevi 
Record Backlog but Stronger Competition 
Trevi - Key estimates and data 

Y/E December   2011E 2012E 2013E
Revenues  EUR M 1,061.43 1,135.70 1,164.51
EBITDA EUR M 118.96 129.31 135.65
EBIT EUR M 69.29 78.27 82.67
Net income  EUR M 25.70 28.86 31.11
Dividend ord.  EUR 0.12 0.12 0.12
Adj. EPS  EUR 0.37 0.41 0.44
EV/EBITDA x 5.71 5.27 5.05
Adj. P/E  x 10.60 9.44 8.76
 

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research 

FY11A results. The group’s results came out above our estimates for the top line and 
significantly below for operating margins and net profit. This was mainly due to the not brilliant 
performance of the group’s ground engineering core business (Trevi) and of Soilmec. At end-
December the group’s net debt amounted to EUR 403.8M with a slight increase compared to 
end-2010A (EUR 396M), and to 30 September 2011 (EUR 386M). Good news came from the 
order backlog, which at 31 December 2011 reached EUR 1.012Bn vs. EUR 788M at end-2010 
and EUR 1.021Bn at 30 September. The 2011A order inflow reached EUR 1.285Bn vs. EUR 
961M in 2010. Overall we believe that in the difficult 2011 market environment, Trevi continued 
to leverage on its well-engineered business model based on a wide geographical diversification, 
a presence in businesses characterised by diverse growth drivers, and on the good quality of its 
order backlog. However, the lower average size of the projects in ground engineering and the 
tough competitive environment in the mechanical divisions impacted on the group’s ability to 
generate cash, and on its operating margins. 

Outlook. Based on the announced results we confirm our cautious stance on the group’s 2012 
outlook in terms of operating profitability and cash flow generation. In particular, we expect 
that the recovery in the Soilmec operating profitability, driven by the gradual absorption of the 
costs for entering new markets (Brazil, India and China), could fail to materialise this year due to 
growing pricing pressure; in addition, Drillmec is facing growing difficulty in maintaining its 
strong operating profitability in that clients are trying to squeeze suppliers’ margins in a more 
selective demand environment, and this is true for the Trevi division which is facing very 
aggressive competitors. We believe that all these factors could prevent the group from 
significantly improving its operating profitability in 2012E, and could reduce the profitability of 
the new orders.  

Valuation. Our valuation methods suggest that investors probably overreacted to the 
disappointing 2011 consolidated results and are waiting and see if management will be able to 
effectively contrast the difficult 2012 market environment. We believe that the first part of 
2012E will continue to be quite tough for the group and the current stock price is probably 
factoring-in such a negative short term scenario; however, considering the quite high volatility 
shown by the stock in the last few years and the 35% upside on our target price, we believe 
that it is worth strictly monitoring the company’s ability to control its net debt, to recover 
profitability in the second half of the year, and to maintain a sound order inflow which could 
increase the 2013E earnings visibility. Should these three factors materialise, we believe that it 
would be reasonable to expect a shrinking of the stock discount compared to our target price. 
Based on our updated 2012E-13E earnings forecasts we reduce our target price to  
EUR 5.24/share (from EUR 6.43/share). Exclusively based on a potential price upside of 35%, 
we change our rating from Hold to BUY. 

Key risks. Among the investment risks we highlight that according to our forecasts the group’s 
year-end 2012E net debt/EBITDA ratio should remain close to 3x, a quite high level which could 
limit the group’s financial flexibility. In addition, we expect that the group’s markets to remain 
extremely competitive in 2012. 
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Data priced on  16.04.2012 
Target price (€) 5.24
Target upside (%) 34.98
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52-week range (€) 11/3.8
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2011A Results: Strong Backlog, Low Profitability 

The group’s FY11A results came out above our estimates at the top line and significantly below 
for operating margins and net profit. This was mainly due to the not brilliant performance of the 
group’s ground engineering core business (Trevi), and of Soilmec. At the end of last December, 
the group’s net debt amounted to EUR 403.8M with a slight increase compared to end-2010 
(EUR 396M) and to 30 September 2011 (EUR 386M). Good news came from the order backlog, 
which at 31 December 2011 reached EUR 1.012Bn vs. EUR 788M at end-2010 and  
EUR 1.021Bn at 30 September. The 2011A order inflow reached EUR 1.268Bn vs. EUR 961M in 
2010. Overall, we believe that in the difficult 2011 market environment, Trevi continued to 
leverage on its well-engineered business model based on a wide geographical diversification, a 
presence in businesses characterised by diverse growth drivers, and on the good quality of its 
order backlog. However, the lower average size of the projects in ground engineering and the 
tough competitive environment in the mechanical divisions impacted on the group’s ability to 
generate cash and on the group’s operating margins. 

Trevi - 4Q/FY11A results 
EUR M 4Q11A 4Q11E % vs. est. 4Q10A % yoy FY11A FY11E % vs. est. FY10A % yoy 
Revenues 337.3 284.0 18.8 263.8 27.9 1061.4 1008.2 5.3 952.9 11.4
EBITDA 21.9 27.9 -21.6 31.2 -29.8 119.0 125.0 -4.8 137.3 -13.3
Margin (%) 6.5 9.8  11.8 11.2 12.4  14.4
EBIT 7.6 15.0 -49.6 18.5 -59.2 69.3 76.7 -9.7 84.3 -17.8
Margin (%) 2.2 5.3  7.0 6.5 7.6  8.8
Pre-tax income 5.9 10.1 -41.6 15.5 -61.8 51.3 55.5 -7.6 70.2 -26.9
Net Income 1.7 5.8 -71.1 11.6 -85.5 25.7 29.8 -13.9 46.4 -44.6
 

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research 

Trevi - Revenue breakdown by division 4Q/FY11A 
EUR M 4Q10A % on 

cons. sales 
FY10A % on 

cons. sales
4Q11A % on 

cons. sales
% yoy FY11A % on 

cons. sales
% yoy

Machines for foundations works 68.3 25.9 202.3 21.2 66.0 19.6 -3.4 222.0 20.9 9.7
Drilling machinery 77.5 29.4 288.4 30.3 134.9 40.0 74.0 378.8 35.7 31.4
Elisions -2.8 -1.1 -5.3 -0.6 -1.5 -0.4 NM -4.1 -0.4 NM
Mechanical Divisions 143.0 54.2 485.4 50.9 199.4 59.1 39.5 596.7 56.2 22.9
Drilling services 21.8 8.3 80.0 8.4 31.5 9.3 44.3 98.6 9.3 23.3
Special foundations works 111.0 42.1 419.5 44.0 111.2 33.0 0.2 404.3 38.1 -3.6
Elisions -1.4 -0.5 -6.1 -0.6 -2.0 -0.6 NM -7.5 -0.7 NM
Services Divisions 131.4 49.8 493.4 51.8 140.7 41.7 7.1 495.4 46.7 0.4
Parent Company 3.9 1.5 14.5 1.5 4.0 1.2 2.2 13.1 1.2 -9.1
Elisions -14.5 -5.5 -40.3 -4.2 -6.8 -2.0 -53.0 -43.8 -4.1 8.7
Consolidated Sales 263.8  952.9 337.3 27.9 1061.4 11.4
 

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research 

Looking at the individual divisions revenue, we note that the Mechanical equipment business 
showed a significant improvement yoy while the Services divisions remained stable. Within each 
of the group’s division, however, we observed different dynamics. Soilmec, the first to be 
impacted by the crisis since 1Q09, increased revenue by 9.7% yoy as a result of a strong yoy 
growth in 1H11 (+18.9%), which was not confirmed in the second half (+2.1% yoy) due to the 
impact on the industry of the banking system troubles. Soilmec was able to increase revenue in 
the Americas, in the Middle East and in Eastern Europe but suffered in the rest of Europe, in the 
Asian countries and in Africa. In addition, we believe that the group’s mechanical equipment 
division encountered higher than expected entry barriers in the Chinese market due to the fierce 
competition from local players. Petreven (+23.3% yoy), whose business is less cyclical, regularly 
provided its drilling services in Venezuela, Perù, Argentina, Colombia and Chile, growing more 
than expected. Since the first months of 2011, Petreven had 13 operating rigs vs. 9 at the 
beginning of 2010; however, more importantly in our opinion, is that last February the company 
announced the renewal of some drilling services contracts in Argentina and reached an 
agreement with the Brazilian Petra Energy, which allowed Petreven to enter the Brazilian market 
and laid the ground for the further growth of the drilling services business (3 new drilling plants 
should be supplied and operated for Petra by the first half of 2013 according to management). 
Note that the agreement with Petra has an important strategic value in terms of the growing 
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synergies between Petreven and Drillmec according to a business model which could be further 
extended. In 2011 Drillmec significantly increased revenue (+31.4% yoy before elisions), 
benefiting from the strong order inflow in the first months of the year; in addition, the group’s 
Drilling equipment division succeeded in widening its international presence particularly through 
the important contracts signed in Russia and in other Eastern European countries, in Mexico 
with PEMEX, in Belarus with Seismotekhnica, in Turkey with GUMUS and with Greka Drilling for 
its Chinese operations. Lastly, we highlight that the above mentioned contract with Petra in 
Brazil concerns both Petreven and Drillmec, which according to our understanding should supply 
three drilling plants for a total of approximately USD 55M. As for Trevi (-3.6% yoy before 
elisions), the ground engineering business, note that in 2011 it mainly suffered from both the 
not brilliant order inflow during 2010 (at end-2010 the division’s backlog amounted to EUR 
473M), and a weaker demand in Africa and in the Middle East. However, in spite of the difficult 
macro-economic environment, Trevi was able to contain the top line decline in the USA and 
Europe, and leveraged on its geographical diversification to exploit the positive market 
conditions in South America. We would also highlight that during 2011, the division was able to 
significantly increase its order backlog (EUR 577M at year-end) laying the ground for a top line 
recovery in 2012E. 

In 2011A the group showed a decline in the EBITDA margin of 320bps (11.2%) compared to 
the corresponding period last year. The decline in the operating profitability concerned both the 
Mechanical (-70bps) and the Services divisions (-490bps yoy), but according to management was 
particularly accentuated in the construction related business (Trevi and Soilmec), with the Drilling 
related activities substantially confirming the previous year’s levels. Note that Soilmec’s operating 
profitability continued to suffer from the tough market environment and from the costs for 
entering new markets (in particular Brazil, India and China) and product segments, while Trevi 
was negatively impacted by the lower average size and start-up phase of the processed orders. 
In addition, management complained about other important factors which contributed to 
reduce the group’s operating profitability: the economic crisis which put selling prices under 
pressure especially in Italy and in the rest of Europe and made it difficult to recover cost 
inflation; the stressed financial conditions of some of the group’s clients which created 
disruptions and inefficiencies in the production process; and the troubles encountered in 
providing buyer’s credit which delayed some project. Note also that in the last quarter of 2011 
the group posted an exceptionally low EBITDA margin (6.5% vs. 11.8% in 4Q10): while we have 
previously observed a negative 4Q seasonality for the Mechanical divisions, we were very 
surprised to see the steep operating profitability decline in the Services business. Considering 
that the Petreven operating profitability is based on long term contracts, we believe that it was 
mostly attributable to the group’s lower pricing power in the ground engineering business. 

In spite of a slight increase in depreciation in absolute terms, the group’s EBIT margin declined 
less than EBITDA (-230bps yoy), mainly as a result of a significant reduction of provisions and 
credit write-offs (EUR 3.3M in 2011A vs. EUR 7.6M in 2010), and of the higher top line. Below 
the EBIT line we highlight that at end-2011A the group posted net foreign exchange losses of  
EUR 0.28M, thus almost entirely recovering the EUR 3.97M loss posted at 30 September, which was 
essentially related to the weak USD. However, a negative surprise came from the further increase in 
the last quarter of the year of the consolidated tax rate, which reached 47.2% vs. 44.3% at 30 
September 2011 and 34.9% in 2010. Management blamed the unfavourable geographical profit mix 
and stated that significant changes are unlikely in the short term and that for 2012E an appropriate 
tax burden estimate could be around 44%. 
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Trevi – Half-yearly division sales and operating profitability 
EUR M 1H10A 2H10A FY10A 1H11A % yoy 2H11A % yoy FY11A % yoy
Machines for foundations works 91.5 110.8 202.3 108.9 18.9 113.1 2.1 222.0 9.7
Drilling machinery 121.9 166.5 288.4 149.0 22.3 229.8 38.0 378.8 31.4
Elisions -0.7 -4.6 -5.3 -2.2 NM -1.9 NM -4.1 NM
Mechanical Division 212.7 272.7 485.4 255.7 20.2 341.0 25.0 596.7 22.9
Drilling services 35.6 44.4 80.0 44.0 23.8 54.6 23.0 98.6 23.3
Special foundations works 214.3 205.3 419.5 199.8 -6.8 204.5 -0.4 404.3 -3.6
Elisions -3.0 -3.1 -6.1 -3.5 NM -4.0 NM -7.5 NM
Services Division 246.9 246.6 493.4 240.3 -2.6 255.1 3.5 495.4 0.4
Parent Company 6.9 7.5 14.5 6.1 -12.3 7.1 -6.1 13.1 -9.1
Elisions -13.7 -26.6 -40.3 -27.6 NM -16.3 -38.9 -43.8 8.7
Consolidated Sales 452.7 500.2 952.9 474.5 4.8 586.9 17.3 1061.4 11.4
Services    
Added Value 102.8 109.7 212.5 103.3 0.4 100.4 -8.5 203.7 -4.2
% 41.7 44.5 43.1 43.0 39.4  41.1
EBITDA 46.3 49.3 95.6 39.0 -15.8 32.7 -33.6 71.7 -25.0
% 18.7 20.0 19.4 16.2 12.8  14.5
EBIT 27.5 29.9 57.4 22.3 -19.0 15.6 -47.8 37.9 -34.0
% 11.1 12.1 11.6 9.3 6.1  7.6
Mechanicals   
Added Value 46.0 47.6 93.6 56.7 23.4 49.3 3.5 106.0 13.3
% 21.6 17.5 19.3 22.2 14.5  17.8
EBITDA 23.4 20.4 43.8 28.8 23.3 21.0 2.7 49.8 13.7
% 11.0 7.5 9.0 11.3 6.2  8.3
EBIT 17.5 13.0 30.5 22.4 27.6 12.7 -2.1 35.1 15.0
% 8.3 4.8 6.3 8.8 3.7  5.9
 

A: actual; Source: Company data 

NFP 

At end-December 2011 the group’s net debt amounted to EUR 403.8M, with an increase of 
approximately EUR 18M compared to the EUR 385.7M posted at end-September, and slightly 
above the December 2010 level (EUR 396M). The net debt increase would have been higher if 
not for the capital increase, for a net amount of EUR 44.3M, associated to the convertible bond 
conversion at the end of November 2011. According to our calculation, in 2011 the group’s 
gross cash flow amounted to EUR 73.4M and was not sufficient to finance approximately  
EUR 64M of net operating investment and an absorption of net working capital of EUR 71.9M. 
The last was mainly attributable to a strong increase yoy in both the group’s receivables and 
inventory. Management pointed out that the last part of last year was characterised by 
increasing delays in payments from public administration and stated that the high country risk 
prevented the group from discounting promissory notes. In addition, we understood that the 
increase in inventories was mostly related to the purchases of components to feed the growing 
production levels of Drillmec, and therefore should be at least partially re-absorbed in the 
second half of 2012, when finished products are planned to be delivered to clients.  

Trevi - Quarterly net debt 2008A-11A 
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Order backlog 

There was good news from the order backlog, which at 31 December 2011 reached  
EUR 1012.4M showing a slight decrease compared to end-September 2011 (EUR 1021M), but 
was significantly up compared to EUR 788.4M at the end of 2010. The 2011A order inflow 
amounted to EUR 1285.5M vs. EUR 961M in 2010 and to EUR 328M in the last quarter of last 
year (EUR 293M in 4Q10). We believe that the group’s 2011A backlog figures also highlight that 
in 2011 the group achieved some important strategic targets: Drillmec acquired important 
clients such as PEMEX in Mexico, Petra Energy in Brazil and entered the Russian and the Chinese 
markets; Petreven further expanded its presence in South America entering the Brazilian market 
and secured the renewal of its contracts with Repsol and Chevron in Argentina; while thanks to 
the several contracts won in different countries, Trevi laid the ground for a return to a top line 
growth following two years of decline.  

Trevi - Backlog 2006A-11A 
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Trevi - Order backlog: breakdown by division 
EUR M Backlog FY07 Backlog FY08 Backlog FY09 Backlog FY10A Backlog FY11A % yoy
Machines for foundations works(Soilmec) 85 67 31 55 61 10.1
Drilling machinery(Drillmec) 163 299 203 102 223 117.3
Mechanical Divisions 248 366 234 158 284 79.8
Drilling services(Petreven) 113 111 94 158 152 -3.7
Special foundations works(Trevi) 347 632 453 473 577 22.0
Services Divisions 461 743 546 631 729 15.6
Group Total 709 1109 780 788 1013 28.4
 

Source: Company data 

 

Order backlog was resilient 
in spite of the lack of big 
orders  
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Earnings Outlook  

The main points discussed in the recent 2011A results conference call were as follows: 

The company expects a growth in the 2012 top line compared to the EUR 1061M in 2011A as a 
result of the existing backlog and of the several negotiations underway especially in the oil 
drilling related activities. In particular, Trevi, the ground engineering division, is expected to 
show a low double digit yoy sales growth in 2012 as a result of the acceleration of work for the 
Cityringen Metro project in Copenhagen, and of the 22% yoy backlog increase shown at the 
end of 2011A; Petreven should reap the benefits of the contract signed with Petra Energy in 
Brazil at the beginning of 2012 adding at least 2 rigs to the 13 already in operation at the end 
of 2011, while Drillmec is expected to continue to benefit from the strong oil pricing and from 
the growing exploration activity, particularly in the shale gas sector where the company is able 
to provide the required technologies. More uncertain is the outlook for the Soilmec top line due 
to the short backlog and the weak demand  for construction equipment in Europe. 

In terms of operating profitability, management expects 2012 to be characterised by a weak first 
part of the year followed by a better second half, which should benefit from the deliveries of the 
drilling plants to PEMEX in Mexico and to Petra Energy in Brazil, from the start-up of some 
ground engineering works in West Africa, from the going at full steam of the Cityringen project, 
and from the gradual increase of the drilling services activity. However, according to the 
company the competitive environment is expected to remain tough as the economic crisis has 
put selling prices under pressure especially in Italy and in the rest of Europe and made it difficult 
to recover cost inflation while the stressed financial conditions of some of the group’s clients 
created disruptions and inefficiencies in the production process. 

Based on the Driillmec deliveries schedule and to a lesser extent on the purchases necessary to 
support the Mechanical divisions’ production activity, management expects that net working 
capital will increase in the first part of 2012. However, management is strongly committed to 
controlling the NWC increase through the lower recourse to buyer’s credit and the Soilmec stock 
reduction which should be implemented in the second half of the year. Management also 
specified that, in spite of the relevant increase shown during 2011, no particular issues are 
expected to concern the group’s receivables. 

Management confirmed that the 2012 capex level should be around EUR 65M, in line with 
2011. 

Based on the above, we confirm our cautious view of the group’s 2012 outlook in terms of 
operating profitability and cash flow generation. In particular, we fear that the recovery in the 
Soilmec operating profitability, driven by the gradual absorption of the costs for entering new 
markets (Brazil, India and China), could fail to materialise this year due to growing pricing 
pressure; in addition, Drillmec is facing growing difficulty in maintaining its strong operating 
profitability as its presence in big international tenders grows and clients are trying to squeeze 
suppliers’ margins, in a more selective demand environment. The same is also true for the Trevi 
division, which is facing very aggressive competitors. We believe that all these factors could 
prevent the group from significantly improving its operating profitability in 2012 and could 
reduce the profitability of the new orders. Therefore we further reduced our 2012E group 
forecasts as illustrated in the table below: 
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Trevi – 2012E-13E estimate changes 
 FY12E  FY13E
EUR M New Old % chg. New
Revenues 1,135.7 1,063.5 6.8 1,164.5
EBITDA 129.3 131.9 -1.9 135.7
Margin (%) 11.4 12.4  11.6
EBIT 78.3 80.9 -3.2 82.7
Margin (%) 6.9 7.6  7.1
Pre-tax income 54.4 56.3 -3.4 58.6
Net Income 28.9 30.3 -4.6 31.1
 

E: estimates; Source: Intesa Sanpaolo Research estimates 

 

Trevi - 2011E-13E divisional sales and profitability 
REVENUE per B.U.   
EUR M 2011A/E  % yoy % on sales 2012E  % yoy % on sales 2013E  % yoy % on sales
Special foundations works 409 1 38 449.5 10.0 40 458.4 2.0 39
Drilling services 99 24 9 114.4 16.0 10 130.2 13.8 11
Machines for foundations works 202 10 19 202.1 0.0 18 206.2 2.0 18
Drilling machinery 352 24 33 369.7 5.0 33 369.7 0.0 32
Group Revenue 1061 11 1135.7 7.0  1164.5 2.5
EBITDA per B.U.   
EUR M 2011A/E % yoy  % on 

EBITDA
2012E % yoy  % on 

EBITDA 
2013E % yoy  % on 

EBITDA
Special foundations works 50 -33 42 55.1 10.0 42 57.8 4.9 42
 Margin 12.3 12.3  12.6 
Drilling services 23 21 19 26.9 16.0 21 30.6 13.8 22
 Margin 23.5 23.5  23.5 
Machines for foundations works 7 -48 6 7.1 0.0 5 7.2 2.0 5
 Margin 3.5 3.5  3.5 
Drilling machinery 39 30 33 40.7 5.0 31 40.7 0.0 30
 Margin 11.0 11.0  11.0 
Group EBITDA 119 -13 129.3 9.0  135.7 5.1
 Margin 11.2 11.4  11.6 
 

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research 

We also increased our 2012E net debt forecasts to EUR 405.6M (+EUR 28M vs. previous 
estimate) as a result of the lower estimated gross cashflow and the higher net working capital 
absorption. We highlight that the expected change in the Drillmec business model towards the 
supply of complete projects, generally contemplating payment on delivery, could generate a sew 
tooth dynamic on the group’s NWC, in spite of its ability to generate free cashflow. 



 

Trevi 
17 April 2012 

8 Intesa Sanpaolo Research Department 

  

Valuation 

DCF based sum-of-the-parts valuation  

Our updated sum-of-the-parts valuation is based on a DCF model of the drilling and 
construction businesses, which points to a fair value of EUR 4.73/share, down vs. our previous 
EUR 4.86/share valuation. This is mainly due to the reduction in our 2012E-13E EBITDA 
forecasts. 

Trevi - SOP  valuation based on DCF 
Company Division Valuation Method EUR M
EV Construction related business DCF model 160
EV Drilling related business DCF model 576
Total EV 736
Net Debt as at Dec.31,2011 404
SOP Value  332
n° of shares (M) 70
Fair Value/sh. (EUR) 4.73
Current Share Price EUR 4.03
Upside(+)/Downside(-) potential 17.4
 

Source: FactSet and Intesa Sanpaolo Research estimates 

Peers comparison-based sum-of-the-parts valuation 

We also value Trevi Group with a SOP valuation based on a 2012E-13E EV/EBITDA peers 
comparison. We split the drilling division into drilling services (Petreven) and oil services 
equipment (Drillmec), and the foundation division into special foundation works (Trevi), and 
machines for foundation works (Soilmec). We highlight that in the Trevi and Soilmec enterprise 
value calculation included in our group sum-of-the-parts model we use the 2012E-13E 
EV/EBITDA multiples of Bauer, which we consider the most similar peer based on its size and 
perimeter of activity. 

Construction works and equipment peers' multiples 
 EV/EBITDA
x 2012E 2013E
Skanska 7.7 7.1
Hochtief AG 3.1 2.8
Bilfinger & Berger AG 4.9 4.8
Fomento Const y Contr(Fcc 6.7 6.5
Vinci 6.0 5.7
Keller 4.8 4.1
Bauer 5.5 4.9
Median 5.5 4.9
 

E: estimates; Source: FactSet and Intesa Sanpaolo Research estimates 

 

Drilling equipment peers' multiples 
 EV/EBITDA
x 2012E 2013E
National Oilwell Varco 6.8 5.6
Cooper Cameron Corp 9.4 7.1
Fmc Technologies Inc 13.4 10.5
Dril Quip 12.2 9.0
Saipem 8.2 7.0
Technip 8.5 6.5
Median 8.9 7.1
 

E: estimates; Source FactSet and Intesa Sanpaolo Research estimates 

 

DCF-based SOP valuation of 
EUR 4.73/share 

Peers comparison-based 
SOP valuation of   
EUR 6.50/share on 2012E 
and EUR 4.99/share on 
2013E 
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Drilling services peers' multiples  
 EV/EBITDA
x 2012E 2013E
Transocean Ltd. 7.2 5.5
Noble Corp. 7.5 5.8
Diamond Offshore Drilling Inc. 7.7 7.0
ENSCO PLC ADS 7.9 6.4
Hercules Offshore Inc. 7.6 4.7
Median 7.6 5.8
 

E: estimates; Source: FactSet and Intesa Sanpaolo Research estimates 

 

Trevi - SOP valuation based  on 2012E peers' multiples 
Company Division Valuation Method EUR M
EV Special Foundation Works Peers Comparison 303
EV Drilling  Equipment Peers Comparison 346
EV Drilling Services Peers Comparison 177
EV Special Foundation Machines Peers Comparison 39
Total EV  864
Net Debt December 2012E 406
SOP Value 459
n° of shares (M) 70
Fair Value/share.(EUR) 6.53
Current Share Price (EUR) 4.03
Upside(+)/Downside(-) potential 62.1
 

Source: FactSet and Intesa Sanpaolo Research estimates 

 

Trevi - SOP valuation based  on 2013E peers' multiples 
 Valuation Method EUR M
Company Division Valuation Method
EV Special Foundation Works Peers Comparison 282
EV Drilling  Equipment Peers Comparison 287
EV Drilling Services Peers Comparison 156
EV Special Foundation Machines Peers Comparison 35
Total EV 760
Net Debt December 2013E 410
SOP Value 350
n° of shares (M) 70
Fair Value/sh. (EUR) 4.99
Current Share Price (EUR) 4.03
Upside(+)/Downside(-) potential 23.8
 

Source: FactSet and Intesa Sanpaolo Research estimates 

Our sum-of-the-parts model, based on 2012E and 2013E peers’ multiples, points to a Trevi 
group valuation of EUR 6.50/share and EUR 4.99/share respectively. 

Conclusion 

We think the group valuation should be the average of both the DCF-based (50) and the 2012E-
13E peers’ multiples-based (50) SOP valuations. In our opinion, the first method provides a 
medium-term view and a more objective indication of the group’s possible value, while the latter 
puts our valuation into the current market context. Based on our current estimates and updated 
market multiples, we reduce our target price to EUR 5.24/share (EUR 6.43/share 
previously). Note that our target price is calculated as the weighted average of the DCF-based 
SOP valuation of EUR 4.73/share (0.5), of the 2012E multiples comparison-based SOP valuation 
of EUR 6.5/share (0.25) and of the 2013E multiples comparison-based SOP valuation of EUR 
4.99/share (0.25). Our valuation methods suggest that investors probably overreacted to the bad 
news released with the 2011 consolidated results and are waiting and see if management will 
be able to effectively contrast the difficult 2012E market environment. We believe that the first 
part of 2012 will continue to be quite tough for the group and the current stock price is 

DCF and SOP-based 
valuations points to  
EUR 5.24/share.  
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probably factoring-in such a negative short term scenario; However, considering the quite high 
volatility shown by the stock in the last few years and the 35% upside on our target price we 
believe that it is worth strictly monitoring the company’s ability to control its net debt, to recover 
profitability in the second half of the year, and to maintain a sound order inflow which could 
increase the 2013E earnings visibility. Should these three factors materialise we believe that it 
would be reasonable to see a shrinking of the stock discount compared to our target price. 
Exclusively based on a potential price upside of 35%, we change our rating from Hold to 
BUY. 

Among the investment risks we highlight that according to our forecasts the group’s end-2012E 
net debt/EBITDA ratio should remain close to 3x, a quite high level which could limit the group’s 
financial flexibility. In addition, we expect that the group’s markets to remain extremely 
competitive in 2012. 

Key risks 
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Trevi - Key figures 
  Ordinary  Rating
Sector Building & 

Materials 
Mkt price EUR/Share 3.88  BUY

REUTERS CODE TFI.MI Target price EUR/Share 5.24  
Values per share (EUR) 2010A 2011E 2012E 2013E
No. ordinary shares (M)  64.00  70.19  70.19  70.19 
No. NC saving/preferred shares (M)  -  -  -  -
Total no. of shares (M)  64.00  70.19  70.19  70.19 
Adj. EPS  0.72  0.37  0.41  0.44 
CFPS   1.43  1.03  1.11  1.17 
BVPS  5.53  6.07  6.36  6.68 
Dividend Ord  0.13  0.12  0.12  0.12 
Dividend SAV Nc  -  -  -  -
Income statement (EUR M)  2010A  2011E  2012E  2013E 
Sales  952.94  1,061.43  1,135.70  1,164.51 
EBITDA  137.26  118.96  129.31  135.65 
EBIT  84.31  69.29  78.27  82.67 
Pre-tax income  70.18  51.29  54.36  58.59 
Net income  46.36  25.70  28.86  31.11 
Adj. net income  46.36  25.70  28.86  31.11 
Cash flow (EUR M)  2010A  2011E  2012E  2013E 
Net income before minorities  45.68  27.11  30.44  32.81 
Depreciation and provisions  45.33  46.33  49.04  50.98 
Change in working capital  5.38  -71.93  -7.88  -14.62
Operating cash flow  96.39  1.51  71.60  69.17 
Capital expenditure  -51.89  -72.37  -65.00  -65.00
Other (uses of Funds)  10.99  27.07  -  -
Free cash flow  55.48  -43.79  6.60  4.17 
Dividends and equity changes  -7.68  -8.32  -8.42  -8.42
Net cash flow  47.80  -52.11  -1.82  -4.25
Balance sheet (EUR M)  2010A  2011E  2012E  2013E 
Net capital employed  762.51  841.69  865.53  894.17 
of which associates  -  -  -  -
Net debt/-cash    396.00  403.80  405.62  409.88 
Minorities  12.35  12.08  13.65  15.35 
Net equity  354.16  425.81  446.25  468.94 
Market cap  248.45  272.50  272.50  272.50 
Minorities value  3.53  3.22  3.07  2.92 
Enterprise value (*)  647.98  679.51  681.19  685.29 
Stock market ratios (x)   2010A  2011E  2012E  2013E 
Adj. P/E  5.36  10.60  9.44  8.76 
P/CEPS  2.71  3.78  3.50  3.32 
P/BVPS  0.70  0.64  0.61  0.58 
Dividend yield (% ord)   3.35  3.09  3.09  3.09 
Dividend yield (% sav)  - - - -
EV/sales  0.68  0.64  0.60  0.59 
EV/EBITDA  4.72  5.71  5.27  5.05 
EV/EBIT  7.69  9.81  8.70  8.29 
EV/CE  0.85  0.81  0.79  0.77 
D/EBITDA  2.89  3.39  3.14  3.02 
D/EBIT  4.70  5.83  5.18  4.96 
Profitability & financial ratios (%)  2010A  2011E  2012E  2013E 
EBITDA margin  14.40  11.21  11.39  11.65 
EBIT margin  8.85  6.53  6.89  7.10 
Tax rate  34.92  47.15  44.00  44.00 
Net income margin   4.86  2.42  2.54  2.67 
ROE   13.09  6.04  6.47  6.63 
Debt/equity ratio   1.08  0.92  0.88  0.85 
Growth (%)  2011E  2012E  2013E 
Sales   11.38  7.00  2.54 
EBITDA  -13.33  8.70  4.91 
EBIT  -17.82  12.96  5.63 
Pre-tax income  -26.92  5.99  7.77 
Net income  -44.56  12.31  7.77 
Adj. net income  -44.56  12.31  7.77 
 

(*) EV = Mkt cap+ Net Debt + Minorities Value - Associates  A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research 
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Notes 
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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 this document is not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Banca IMI 
Securities Corp. Accordingly, the analyst may not be subject to NASD Rule 2711 and NYSE Rule 472 with respect to communicates with a 
subject company, public appearances and trading securities in a personal account. For additional information, please contact the Compliance 
Department of Banca IMI Securities Corp at 212-326-1133. 

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. 

This research has been prepared by Intesa Sanpaolo SpA and distributed by Banca IMI SpA Milan, Banca IMI SpA-London Branch (a member of the 
London Stock Exchange) and Banca IMI Securities Corp (a member of the NYSE and NASD). Intesa Sanpaolo SpA accepts full responsibility for the 
contents of this report and also reserves the right to issue this document to its own clients. Banca IMI SpA and Intesa Sanpaolo SpA, 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 SpA or 
Banca IMI SpA 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 SpA and Banca IMI SpA. 

Intesa Sanpaolo SpA and Banca IMI SpA 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 SpA, 90 Queen Street, London EC4N 1SA. Intesa Sanpaolo SpA 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 Intesa Sanpaolo’s web site (www.intesasanpaolo.com). 

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 SpA 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 clients and qualified counterparties as defined in Consob 
Regulation no. 16190 of 29.10.2007 either as a printed document and/or in electronic form. 

Person 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). 

Coverage policy and frequency of research reports 

The list of companies covered by the Research Department is available upon request. Intesa Sanpaolo SpA 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 
SpA’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 Banca IMI’s web site (www.bancaimi.com) or by contacting your sales representative. 
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Valuation methodology (long-term horizon: 12M) 

The Intesa Sanpaolo SpA 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 methodologies indicated above.  

Equity rating key: (long-term horizon: 12M) 

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

Equity rating key (long-term horizon: 12M) 
Long-term rating  Definition 
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 
RATING SUSPENDED The investment rating and target price for this stock have been suspended as there is not a sufficient 

fundamental basis for determining an investment rating or target. The previous investment rating and 
target price, if any, are no longer in effect for this stock. 

NO RATING The company is or may be covered by the Research Department but no rating or target price is assigned 
either voluntarily or to comply with applicable regulations and/or firm policies in certain circumstances, 
including when Intesa Sanpaolo is acting in an advisory capacity in a merger or strategic transaction 
involving the company. 

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, except  

where otherwise indicated 
 

Historical recommendations and target price trends (long-term horizon: 12M) 

Target price and market price trend (-1Y)  Historical recommendations and target price trend (-1Y) 

0
2
4
6
8

10
12
14

I:TFI(P) Target Price

 Date Rating TP Mkt Price
1-Apr-11 ADD 11.00 9.50
12-May-11 ADD 11.00 10.61
23-May-11 ADD 12.06 10.45
12-Aug-11 ADD 12.06 7.53
8-Sep-11 BUY 9.90 7.74
1-Dec-11 U/R U/R 5.92
2-Dec-11 BUY 8.19 5.92
24-Feb-12 U/R U/R 5.99
24-Feb-12 HOLD 6.43 5.99
26-Mar-12 U/R U/R 5.19
 

    

Equity rating allocations (long-term horizon: 12M) 

Intesa Sanpaolo Research Rating Distribution (at February 2012) 
Number of companies subject to recommendations: 81 (**) BUY ADD HOLD REDUCE SELL 
Total Equity Research Coverage  32 32 35 1 - 
of which Intesa Sanpaolo’s Clients  (*) 77 46 46 100 - 
 

(*) 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; percentage of clients in each rating category. (**) The total number of companies covered is 94 

Valuation methodology (short-term horizon: 3M) 

Our short-term investment ideas are based on ongoing special market situations, including among others: spreads between share 
categories; holding companies vs. subsidiaries; stub; control chain reshuffling; stressed capital situations; potential extraordinary deals (including 
capital increase/delisting/extraordinary dividends); and preys and predators. Investment ideas are presented either in relative terms (e.g. spread 
ordinary vs. savings; holding vs. subsidiaries) or in absolute terms (e.g. preys). 

The companies to which we assign short-term ratings are under regular coverage by our research analysts and, as such, are subject to 
fundamental analysis and long-term recommendations. The main differences attain to the time horizon considered (monthly vs. yearly) and 
definitions (short-term ‘long/short’ vs. long-term ‘buy/sell’). Note that the short-term relative recommendations of these investment ideas may 
differ from our long-term recommendations. We monitor the monthly performance of our short-term investment ideas and follow them until 
their closure. 
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Equity rating key (short-term horizon: 3M) 

Equity rating key (short-term horizon: 3M) 
Short-term rating  Definition 
LONG Stock price expected to rise or outperform within three months from the time the rating 

was assigned due to a specific catalyst or event 
SHORT Stock price expected to fall or underperform within three months from the time the rating 

was assigned due to a specific catalyst or event 
 

 

Company 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. 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 The Intesa Sanpaolo Group has made significant financing to TREVI FINANZIARIA INDUSTRIALE S.p.A. and its parent and group companies. 

3 Banca IMI is a corporate broker and liquidity provider relative to securities issued by TREVI FINANZIARIA INDUSTRIALE S.p.A. 
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