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Data 

Shares Outstanding (m): 64.0 

Market Cap. (EURm): 541.4 

Enterprise Value (EURm): 965.6 

Free Float (%): 46.9% 

Av. Daily Trad. Vol. (m): 0.2 

Main Shareholder: 
Trevisani family 

55% 

Reuters/Bloomberg: TFI.MI/TFI IM 

52-Week Range 8.4-13.4 
 

 

Performance    

 1m1m1m1m    3m3m3m3m    12m12m12m12m    

Absolute -11.1% -31.5% -33.5% 

Rel. to Mibtel -9.4% -31.7% -25.5% 
 

 

Financials 

((((EURmEURmEURmEURm))))    2009200920092009    2010E2010E2010E2010E 2011E2011E2011E2011E 

Revenues  1,035.8 978.8 1,038.7 

EBITDA  159.5 145.6 163.7 

Net Profit 82.2 52.0 64.0 

EPS  (EUR) 1.3 0.8 1.0 

CFPS (EUR) 2.0 1.6 1.9 

BVPS (EUR) 4.7 5.8 6.5 

DPS (EUR) 0.1 0.1 0.2 
 

 

Ratios 

 2009200920092009    2010E2010E2010E2010E 2011E2011E2011E2011E 

EBITDA margin 15.4% 14.9% 15.8% 

ROI 17.3% 12.2% 14.3% 

ROAE 31.1% 15.4% 16.2% 

Debt/Equity  1.4 1.0 0.7 

Debt/FCFF -3.9 5.5 3.5 
 

 

Valuation 

 2009200920092009    2010E2010E2010E2010E 2011E2011E2011E2011E 

P/E (x) 6.9 10.4 8.5 

P/CF (x) 4.4 5.2 4.6 

P/BV (x) 1.9 1.4 1.3 

Dividend Yield 1.4% 1.4% 1.8% 

EV/Sales (x) 1.0 1.0 0.9 

EV/EBITDA (x) 6.6 6.6 5.4 

EV/CE (x) 1.4 1.2 1.2 

Source: Centrobanca estimates  

TREVITREVITREVITREVI    

Initiation of Coverage Buy 

18 November 2010 MARKET PRICE: EUR EUR EUR EUR8.58.58.58.5            TARGET PRICE: EUR EUR EUR EUR11.11.11.11.0000    

On the upswing 
 
We start coverage of Trevi with a Buy rating and a target price of 
EUR11.0 per share for the following reasons: 1) the company is 
active in growing markets (foundations and oil drilling services 
and production), with a geographically well diversified customer 
base, 2) its unique business model focused on four different 
sectors gives commercial synergies and a high rate of 
technological innovation, 3) its increasing penetration of emerging 
markets (70% of sales) offsets the weakness in mature countries, 
4) TreviÊs production flexibility, which limited profitability erosion 
during the market downturn, 5) the current market price implies 
multiples below the sector average. Overall, we believe Trevi is a 
good stock to play the recovery in the construction industry 
worldwide with its focus on niche areas that are growing much 
faster than the global construction industry as a whole.  
 
> Trevi is one of the leading companies worldwide in the niche 

markets of special foundation and drilling and is active both in 

equipment production and services.  
 

> We see many potential growth drivers for the company in 

coming years: 1) important tenders that could be finalized in 

coming months, such as further dam reconstruction in the US 

and the Mosul dam in Iraq, 2) the sharp recovery in the 

construction equipment industry (+47% in 3Q10), which 

generally anticipates the foundation drilling sector (the 

reference market of Soilmec), 3) entry in new segments like 

offshore oil drilling and renewable energy that could boost 

revenues in the medium term. 
 

> Despite an expected 6% decline in sales this year, we believe 

Trevi should be able to maintain a 2010 EBITDA margin of 

over 15%, followed by a rapid recovery in 2011 when sales 

could grow by >6% and margins could surpass 16%.  
 

> The main risks for Trevi are: a further slowdown in the order 

intake for the foundations segments, possible market share 

erosion (the strategy is aimed at maintaining good profitability 

despite some price pressure), credit losses and mounting net 

debt tied to much higher capex and NWC, and a lower than 

expected revenues growth in 4Q10. 
 

> Our EUR11.0 per share target price, based on a DCF and sum-

of-the-parts valuations, indicates 30% upside from the current 

market price. At the target price, Trevi would trade at 11.0x 

2011E P/E, which remains below the average multiple for the 

sector (11.4x). 
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Key Financials        

(EURm)(EURm)(EURm)(EURm) 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Revenues 1,035.8 978.8 1,038.7 1,140.2 

EBITDA 159.5 145.6 163.7 184.8 

EBIT 117.4 95.9 111.1 131.0 

NOPAT 77.5 63.3 73.3 86.5 

Free Cash Flow -115.2 69.4 86.1 48.1 

Net Capital Employed 759.7 772.9 739.0 755.1 

ShareholdersÊ Equity 302.2 373.6 416.0 468.0 

Net Financial Position 443.8 382.5 304.3 266.0 

Source: Centrobanca estimates 

 
 

Key Profitability Drivers        

 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Capital Turnover 1.3 1.2 1.4 1.5 

Financial Leverage 2.5 2.1 1.8 1.6 

Net Profit Margin 7.9% 5.3% 6.2% 6.8% 

NOPAT Margin 7.5% 6.5% 7.1% 7.6% 

Free Cash Flow Margin -11.1% 7.1% 8.3% 4.2% 

ROAE 31.1% 15.4% 16.2% 17.6% 

ROI 17.3% 12.2% 14.3% 17.0% 

ROCE 11.4% 8.0% 9.4% 11.2% 

Source: Centrobanca estimates 

 
 

Key Valuation Ratios        

 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

P/E (x) 6.9 10.4 8.5 7.0 

P/BV (x) 1.9 1.4 1.3 1.2 

P/CF (x) 4.4 5.2 4.6 4.0 

Dividend Yield (%) 1.4% 1.4% 1.8% 2.4% 

EV/Sales (x) 1.0 1.0 0.9 0.7 

EV/EBITDA (x) 6.6 6.6 5.4 4.6 

EV/EBIT (x) 8.9 10.1 8.0 6.5 

EV/CE (x) 1.4 1.2 1.2 1.1 

Source: Centrobanca estimates 

 
 

Key Value Drivers        

 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Payout 9.3% 14.8% 15.0% 16.5% 

Cost of Equity 9.9% 9.9% 9.9% 9.9% 

WACC 6.3% 6.9% 7.4% 7.7% 

EP Spread 21.2% 5.5% 6.3% 7.7% 

EVA Spread 5.4% 1.4% 2.3% 3.9% 

Source: Centrobanca estimates 
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 1.1.1.1. INVESTMENT CASEINVESTMENT CASEINVESTMENT CASEINVESTMENT CASE    

We start coverage of Trevi with a Buy rating and a target price of EUR11.0 per 
share. We believe the current Trevi share price represents an attractive entry 
point to play the recovery in the construction industry worldwide, focusing on 
foundation and oil rig businesses, niches which are growing much faster than the 
global construction industry as a whole. They also generate higher margins due to 
their strong technological content and to the limited competition in large, 
complex projects where Trevi operates. 

In addition to the positive market trend we expect in coming years, Trevi 
presents some specific catalysts which makes this company more attractive than 
its direct peers, and therefore a potential outperformer in the sector:   

 

• Attractive order intake potential:Attractive order intake potential:Attractive order intake potential:Attractive order intake potential: Trevi recorded >EUR270 million in orders in 
3Q10, a sound recovery compared with 2Q10. In addition, there are 
important tenders that could be finalized in coming months: we refer to the 
dam reconstruction business in the US (potentially worth EUR600 million) and 
the Mosul dam in Iraq (potentially worth EUR2 billion) in foundation services 
and to the rapid expansion in South America for Petreven (recent new 
contracts for EUR150 million). Moreover, business on the domestic market 
has been helped by three large contracts (the Milan-Lugano high speed project 
for EUR24 million, the modernisation of Naples harbour for EUR35 million 
and foundations for the high speed railway in Florence for EUR50 million) 
which cover revenues for the next few years. 

• Technological innovation:Technological innovation:Technological innovation:Technological innovation: Trevi has always been an innovator, particularly in 
the mechanical division. Its hydraulic oil drill rigs, which have significant 
advantages in term of operational costs and space, coupled with enhanced 
safety for employees, currently represent just 3/5% of the oil rig market but 
are rapidly gaining ground and could grow to 15% of the market in 10 years. 
Trevi has also launched new solutions for foundations such as the twin turbo 
jet for soil mixing which eliminates earth movement while existing 
infrastructure is being repaired. Technical innovation is aided by cooperation 
among the four business areas of the group. 

• The sharp recovery The sharp recovery The sharp recovery The sharp recovery inininin construction equipment  construction equipment  construction equipment  construction equipment is a positive signal for Soilmec:is a positive signal for Soilmec:is a positive signal for Soilmec:is a positive signal for Soilmec:    
normally an upturn in demand for construction equipment is followed after 6/9 
months by an upturn in mechanical drilling equipment. Since 2Q10, following a 
steep drop in demand for construction equipment (CE) that started in the 
3Q08, the construction equipment industry has started to grow again, with 
significant improvements in 3Q10 (light CE was up 34% worldwide and heavy 
CE increased by 59%). Moreover, for the first time in two years, construction 
equipment production exceeded construction equipment sales, indicating that 
CE companies expect a buoyant recovery also in coming quarters. Therefore, 
we believe that Soilmec, the worst performing division in the Group (sales 
down 41% in 2009 and 1.3% in 1H10) could recover strongly, particularly from 
the second half of 2011. 

• Production flexibility:Production flexibility:Production flexibility:Production flexibility: Trevi has a lean cost structure and in the last period of 
strong demand (2006-1H08) was able to outsource up to 70% of its 
mechanical production without increasing its production capacity. Therefore, 
when demand started to slow (from 3Q08), the company increasingly brought 
production in-house. The result of this strategy is evident, with Soilmec 
(mechanical foundation equipment) still reporting positive EBITDA despite a 
41.3% drop in 2009 sales, compared to its main competitors (Bauer and 
Keller) which were strongly impacted by the market downturn.  
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• Development in emerging countries:Development in emerging countries:Development in emerging countries:Development in emerging countries: as the construction industry in Europe 
and the domestic market slowed, Trevi started to expand rapidly in emerging 
countries (particularly in the Middle East, Africa and South America); these 
areas now represent >65% of revenues compared with <55% five years ago. 
The groupÊs strategy is to increase further its presence in emerging markets, 
namely in Central and South America, Africa and the Far East, which show 
strong market trends. However, it should be noted that TreviÊs presence in 
the Bric countries, particularly in foundations services, remains limited.  

• Great potential from the JV with Caterpillar:Great potential from the JV with Caterpillar:Great potential from the JV with Caterpillar:Great potential from the JV with Caterpillar: in 2009 Trevi signed a 7-year 
partnership with Caterpillar to develop jointly cranes for foundations for 
Soilmec while exploiting the commercial network of both companies, thus 
opening up new markets to Trevi. In our view, the partnership has great 
potential and could sell up to 300 units p.a. when fully operational with 
additional revenues of around EUR150 million p.a. from 2013 (15% of 2010E 
total group revenues and more than 70% of SoilmecÊs current sales). If 
successful, the partnership could significantly increase the long term prospects 
of Soilmec.  

• Trevi Energy in the long term:Trevi Energy in the long term:Trevi Energy in the long term:Trevi Energy in the long term: In order to exploit its advanced drilling 
technologies, in 2007, Trevi created a new company to enter the renewable 
energy industry through the design, engineering and development of renewable 
energy projects on its own behalf and for third-parties. In particular, Trevi 
aims to penetrate the offshore wind energy market, a segment where 
foundations are critical, and it is currently in the process of obtaining 
authorisation for three offshore wind farms in the south of Italy. More 
importantly, the company has started a project to build an innovative wind 
turbine.  Our estimates include no contribution from Trevi Energy, even if this 
new activity could represent an attractive catalyst in the long term. 

• Stable shareholders with long term commitment and successful generational Stable shareholders with long term commitment and successful generational Stable shareholders with long term commitment and successful generational Stable shareholders with long term commitment and successful generational 
handoverhandoverhandoverhandover:::: Trevi is controlled by the Trevisani family with 55% and is currently 
managed by the founders (Mr. Davide Trevisani is the Chairman and his 
brother is CEOs of the company). In addition, several members of the second 
generation are already working in the company (Mr. Stefano Trevisani is the 
CEO of Trevi and Mr. Simone Trevisani is the CEO of Soilmec) and this should 
avoid a disruptive generational handover.  

The main risks for the company are its limited visibility on revenues (the order 
backlog represents around nine months of sales), particularly in the mechanical 
division (less than six months visibility), a further slowdown in the order intake in 
the foundation segments, possible market share erosion (TreviÊs strategy is to 
maintain good profitability despite some price pressure), credit losses and 
mounting net debt linked to higher capex and NWC absorption (although in 
1H10 the company generated EUR50 million of positive free cash flow). 

Altogether, despite a 3.1% fall in sales in 2009 and a further 6% drop expected 
this year, we believe Trevi should be able to maintain an EBITDA margin of over 
15% in 2010, followed by a rapid recovery in 2011, when sales could grow by 
>6% and margins could surpass 16%. TreviÊs strong cash generation should ensure 
a reduction in net debt (EUR396 million at Sept-10) to below EUR270 million in 
2012.  

Our EUR11.0 per share target price, based on a DCF and a sum-of-the-parts 
valuation, indicates 30% upside to the current market price. At the target price, 
Trevi would trade at 11.0x 2011 P/E, which remains below the average multiple 
for the sector (11.4x). 
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2.2.2.2. COMPANY PROFILECOMPANY PROFILECOMPANY PROFILECOMPANY PROFILE    

 

With >EUR1.0 billion of sales in 2009, Trevi is a world leader in foundations 
(64.5% of revenues, with both equipment and services, through Soilmec and Trevi 
respectively) and drilling (Drillmec for oil rig manufacturing and Petreven for 
services). With around 6,000 employees, the company has a wide presence 
abroad (Italy represents just 12.7% of consolidated revenues), mostly in the 
Middle East (40.6%), Europe, America and Africa, with 45 main operating 
companies in 32 countries. 
 

Figure 1. Trevi – 9M10 sales by sector 

Trevi sales Trevi sales Trevi sales Trevi sales were 5were 5were 5were 52222% in the service divis% in the service divis% in the service divis% in the service divisionionionionssss and 4 and 4 and 4 and 48888% in the mechanica% in the mechanica% in the mechanica% in the mechanical engineeringl engineeringl engineeringl engineering divisi divisi divisi divisionsonsonsons. . . . By By By By 
sector, specialsector, specialsector, specialsector, special foundations represented 6 foundations represented 6 foundations represented 6 foundations represented 62222% of sales and drilling 3% of sales and drilling 3% of sales and drilling 3% of sales and drilling 38888%%%% 

Trevi (foundations 

services)

43%

Petreven (oil drilling 

services)

8%

Soilmec (foundation 

drilling rigs)

19%

Drillmec (oil drilling 

rigs)

30%

 

Source: Company data 
 

Figure 2. Trevi – 9M10 sales by area 

Sales inSales inSales inSales in Africa,  Africa,  Africa,  Africa, thethethethe Middle East and Europe (ex Italy) were stron Middle East and Europe (ex Italy) were stron Middle East and Europe (ex Italy) were stron Middle East and Europe (ex Italy) were strongly down in the first gly down in the first gly down in the first gly down in the first nine monthsnine monthsnine monthsnine months    
while Italy increasewhile Italy increasewhile Italy increasewhile Italy increasedddd by >10% by >10% by >10% by >10%, the US by nearly 40% , the US by nearly 40% , the US by nearly 40% , the US by nearly 40%  and  and  and  and thethethethe Far East  Far East  Far East  Far East by 30%by 30%by 30%by 30% 
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Source: Company data 
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2.1.2.1.2.1.2.1. A unique business modelA unique business modelA unique business modelA unique business model    

 

Starting from a pure foundation service company in 1957, Trevi innovated its 
business model expanding in the production and sale of foundation drilling 
equipment in 1969, thus opening the market through the sale of machinery to its 
main competitors. In this way, the company was able to substantially increase 
significantly its production volumes while accelerating its R&D effort, which for a 
traditional foundation company is limited by the modest production volumes 
dedicated to captive use. The next step in 2000 was the entrance in the oil drilling 
niche, producing conventional oil rigs but also innovative hydraulic rigs derived 
from the already produced water drilling rigs. This new niche grew much faster 
than foundations and now represents 26% of sales. Following the entrance in the 
on shore oil market, Trevi started to provide on shore oil drilling services in 2004 
and it is now planning to enter in the offshore oil drilling with rig production.  

As a result, the company is now divided in four business units. 

• Trevi (foundations services, 43% of sales in 9M10). 

• Drillmec (oil drilling rigs, 30% of sales).  

• Soilmec (foundations rigs, 19% sales). 

• Petreven (drilling services, 8% of sales).  

In other words, the company can either be divided into a Services sector (53% of 
consolidated sales, 75% of consolidated EBITDA in 2009) and a Mechanical 
engineering sector (47% of sales and 25% of EBITDA) or into a  Foundations 
division (66% of sales) and a Drilling division (36% of sales). Trevis does not 
provide EBITDA details for the latter breakdown.  

The next step is Trevi Energy, a company established in 2007 to design, produce 
and manage offshore wind equipment for captive use but also on behalf of third 
parties. The company is currently in the start-up phase.  

We admire TreviÊs business model, which, with its continuous development of 
new niches, has resulted in the company having both cyclical (foundations) and 
anticyclical (oil drilling, which is more related to the oil price than to the 
economic cycle) activities. In our view, this business model explains the better 
performance of Trevi compared to its direct peers (Trevi increased revenues by 
61% between 2006 and 2009 vs +31% at Bauer and -14% at Keller, with EBITDA 
more than doubling compared to +30% at Bauer and -15% at Keller). 

Figure 3. Trevi – Sales and EBIT margin evolution 
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Source: Company data 
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Trevi was listed in July 1999 at EUR2.90 per share and is 55% controlled by the 
Trevisani family, who also manages the company. Other important shareholders 
are Oppenheimer, with a 5.1% stake, Polaris Capital Management with 5.2%, 
Citigroup with 2.3% and Anima SGR with 2%. The free float is around 30.4%. 

 

2.2.2.2.2.2.2.2. SWOTSWOTSWOTSWOT analysis  analysis  analysis  analysis     

 

Figure 4. Trevi – SWOT analysis 

 

StrengthsStrengthsStrengthsStrengths    WeaknessesWeaknessesWeaknessesWeaknesses    

Well balanced business model, active in four 
divisions, with limited exposure to raw materials 

Limited visibility from the order backlog (6/9 
months) 

Wide geographical diversification (around 15% 
of sales in Italy) 

No presence in the commercial and residential 
markets 

Strong technical innovation (hydraulic drilling oil 
rigs, twin turbo jet for soil mixing)  

High NWC to sales, particularly in the Services 
division  

Growing niche markets with limited competition 
(for example, dam restructuring) 

Limited presence of the services division in 
BRIC countries  

Industrial flexibility (production easily brought in-
house during the economic slowdown)  

Limited production capacity for drill rigs  

OpportunitiesOpportunitiesOpportunitiesOpportunities    ThreatsThreatsThreatsThreats    

Entry in new markets, also through small/mid 
size acquisitions 

Currency fluctuations (positive correlation with 
USD, natural hedging) 

Development of drilling products for off shore oil 
fields 

Mounting competition from low labour cost 
countries 

JV with Caterpillar in cranes Execution risk on large, complex contracts 

New important contracts in the US and Iraq 
(Mosul dam)  

Declining market trend in the Middle East 

Trevi Energy in the long term A dramatic oil price drop could reduce demand 
for new oil rigs, impacting Drillmec and 
Petreven 

Source: Centrobanca estimates 
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3.3.3.3. INDUSTRINDUSTRINDUSTRINDUSTRYYYY TRENDS TRENDS TRENDS TRENDS    

 

3.1.3.1.3.1.3.1. FFFFooooundation undation undation undation businessbusinessbusinessbusiness    

 

Ground engineering is a small, niche sub-sector of construction, which is growing 
faster than construction as a whole due to pressure from customers wishing to 
build on brownfield and marginal land and the faster rate of growth of ambitious 
development and large infrastructure projects worldwide. Normally foundations 
are an average of 5-10% of total construction costs but can also reach 15% in 
some complex infrastructure projects. A typical contract has an average length of 
six months but prices vary widely, depending by the complexity of the contract, 
with advance payments of 10-15% of the total contract value.  

The industry trend is clearly linked to the large infrastructure development 
worldwide; this is still growing globally, even if there has been a decline in Europe 
and the US due to the economic crisis. 

 

Figure 5. Trevi – Infrastructure spending by market (1990-2008, USDbn) 

The The The The trend in infrastructure developmenttrend in infrastructure developmenttrend in infrastructure developmenttrend in infrastructure development was very strong  was very strong  was very strong  was very strong untiluntiluntiluntil 2008, but 2009 2008, but 2009 2008, but 2009 2008, but 2009----10 saw a decline 10 saw a decline 10 saw a decline 10 saw a decline inininin    
infrastructure spending in Europe and the US despite the stimulus packages announced. However, infrastructure spending in Europe and the US despite the stimulus packages announced. However, infrastructure spending in Europe and the US despite the stimulus packages announced. However, infrastructure spending in Europe and the US despite the stimulus packages announced. However, 
eeeemerging countries merging countries merging countries merging countries and, specifically China,and, specifically China,and, specifically China,and, specifically China,    have increased growth inhave increased growth inhave increased growth inhave increased growth in the last two years the last two years the last two years the last two years 
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Source: HIS Global Insights 

 

Trevi group is active in foundations through Trevi, which acts as a subcontractor 
of large construction companies or as a general contractor for specific foundation 
projects (for example, dam reconstruction), and Soilmec, which supplies 
foundation equipment to foundation companies. 

 

3.1.13.1.13.1.13.1.1 Trevi Trevi Trevi Trevi     

 

The foundation service company, which is the biggest within the group, has clearly 
suffered in the past 12 months (sales were down 11.5% in 2H09 and down 19.3% 
in 9M10) from its exposure to Italy (around 20% of sales in 1H10), the US and the 
Middle East where activity declined.  

The strategy of the company is focused on growing in emerging regions (South 
and Central America, the Far East, Africa) and eventually acquiring some small 
size companies (in 2009, Trevi acquired Galante in South America and Arabian 
Soil Contractors in Saudi Arabia). It is also focused on taking part in large and 
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technically complex infrastructure projects thanks to its excellent track record 
(dams, high speed railway lines, bridges, underground car parks, deep foundations 
such as those for World Trade Center in New York or the Palm in Dubai, 
heritage restoration works, etc.). The company is not exposed to residential 
building, where advanced technologies are less important and price pressure is 
strong, and therefore there is no correlation between TreviÊs performance and 
that of the real estate market. 

We see many opportunities for Trevi in coming months: 

• The Mosul dam:The Mosul dam:The Mosul dam:The Mosul dam: this dam was completed in 1984 but was built on soluble soils 
that move and create cavities under the dam and its banks. Those cavities 
must be grouted to prevent collapse. Continuous maintenance is required to 
plug or "grout" new leaks with a liquid slurry of cement and other additives. 
More than 50,000 tonnes of material have been injected into the dam since 
leaks began appearing shortly after the reservoir was filled in 1986, and 
24 machines currently continuously pump grout into the dam base. A 
September 2006 report by the United States Army Corps of Engineers noted, 
"In terms of internal erosion potential of the foundation, Mosul Dam is the 
most dangerous dam in the world." In 2004, the dam manager reduced the 
pressure on the structure, lowering the dam's water level. Given its 
complexity, the Iraqi government would like Trevi and its competitor Bauer to 
work together on this approximately EUR2 billion project, although the bid 
could be assigned to just one company, probably by the end of the year or at 
the beginning of 2011. The contract would be the largest in TreviÊs history 
and, assuming a six-year duration, could add >EUR260 million of sales p.a. (or 
>50% of current revenues). The contract would include a 12.5% advance 
payment and possible revenue recognition from the beginning of 2011; 

• Rehabilitation of old dams:Rehabilitation of old dams:Rehabilitation of old dams:Rehabilitation of old dams: Trevi is working on two main projects (the 
Herbert Hoover and Wolf Creek Dams) for a total amount of USD380 
million; it is reconstructing these old dams through the installation of new 
walls (concrete or plastic). This niche market is very promising, particularly in 
the US where there are around USD600 million of projects in the pipeline. 
We believe Trevi could be favoured in the award of new contracts due to its 
close relationship with the US Corps of Engineers and its specific expertise; 

• Soil mixing:Soil mixing:Soil mixing:Soil mixing: this new technology permits the creation of underground 
concrete foundations and walls without any terrain movement and therefore is 
a more cost efficient way of restoring existing infrastructure. We estimate that 
in the US alone there are projects worth USD300 million that could use this 
technology; 

• Development of emerging markets:Development of emerging markets:Development of emerging markets:Development of emerging markets: we refer mostly to the Middle East, which, 
following the slowdown experienced in Dubai last year should start to grow 
again on the back of higher oil prices; growth is expected particularly in in 
Qatar, Abu Dhabi and Saudi Arabia. New opportunities could also come from 
Central and South America. 

 

3.1.23.1.23.1.23.1.2 SoilmecSoilmecSoilmecSoilmec    

 

Soilmec is one of two global companies in foundation drilling rigs with a large 
product range (the other is Bauer), and typically deserves a premium price 
compared to small local players (mainly in China and Italy). Chinese companies 
normally offer lower quality and reliability. The Soilmec backlog is currently 
rather limited (2-3 months) and the average selling price per unit is below EUR1 
million. Therefore, the visibility on this business is low. Within the group, the 
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mechanical drilling company was the most hit by the economic crisis (in 2009 
revenues were down 41.3%) due to its exposure to Europe (we estimate for 
>50% of sales) and its indirect exposure to residential building (foundation drilling 
rigs are used by all construction companies).  

However, we believe the worst is over and we expect a strong recovery in this  
sector in coming quarters: 

• Mechanical drilling follows an upturn in demand for construction equipment Mechanical drilling follows an upturn in demand for construction equipment Mechanical drilling follows an upturn in demand for construction equipment Mechanical drilling follows an upturn in demand for construction equipment 
with a 6/9 months delay.with a 6/9 months delay.with a 6/9 months delay.with a 6/9 months delay. From 2Q10, following a deep drop in construction 
equipment demand that started in 3Q08, the construction equipment industry 
started to grow again, with significant improvements in 3Q10 (light CE was up 
34% worldwide and heavy CE increased by 59%). Moreover, for the first time 
in two years, construction equipment production exceeded equipment sales, 
indicating that CE companies expect a buoyant recovery in coming quarters. 
Therefore, we believe that Soilmec could recover strongly, particularly from 
the second half of 2011; 

 

Figure 6. Trevi – Reported retail variation in construction equipment 

The cThe cThe cThe construction equipment market was strongly down onstruction equipment market was strongly down onstruction equipment market was strongly down onstruction equipment market was strongly down untiluntiluntiluntil May May May May----11110 (in the last months of 2009 0 (in the last months of 2009 0 (in the last months of 2009 0 (in the last months of 2009 
volumes were down >50%), but since then there volumes were down >50%), but since then there volumes were down >50%), but since then there volumes were down >50%), but since then there has beenhas beenhas beenhas been a sharp recovery, which  a sharp recovery, which  a sharp recovery, which  a sharp recovery, which has acceleratedhas acceleratedhas acceleratedhas accelerated    
recently. Soilmec should follow this trend recently. Soilmec should follow this trend recently. Soilmec should follow this trend recently. Soilmec should follow this trend with a delay of 6/9 monthswith a delay of 6/9 monthswith a delay of 6/9 monthswith a delay of 6/9 months.... 
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Source: Caterpillar 

• Partnership with Caterpillar:Partnership with Caterpillar:Partnership with Caterpillar:Partnership with Caterpillar: Last year Trevi signed a 7-year partnership with 
Caterpillar to develop jointly cranes for foundations (medium range, 65 tons) 
for Soilmec. Caterpillar is supplying engines and components and is producing 
foundation equipment in the US while Soilmec is producing equipment in 
Europe. The JV should exploit the commercial network of both companies, 
thus opening up new markets for Trevi. The target is around 300 units p.a. 
when fully operational, which would mean additional turnover of around 
EUR150 million p.a. from 2013 (15% of 2010 revenues); 

• Penetration in China and emerging markets:Penetration in China and emerging markets:Penetration in China and emerging markets:Penetration in China and emerging markets: although Chinese competition is 
strong, the local companies offer less advanced technological solutions. 
Therefore, we believe there could be room for Soilmec to sell its products in 
China. It already has an assembly line with components sourced from 
Caterpillar and hydraulics from Europe. In our view, China is a medium term 
opportunity as, long term, local producers should improve their product 
quality, thus reducing the appeal of Soilmec products. Additional opportunities 
could come from production in India and Brazil, where Soilmec has a new 
plant. 
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3.2.3.2.3.2.3.2. Drilling Drilling Drilling Drilling businessbusinessbusinessbusiness    

 

The market for oil drill rigs is clearly linked to oil exploration activity worldwide, 
which depends on the oil price. After a slowdown in investments in 2009, the 
market should recover (+9% investments expected this year) particularly in 
emerging countries, while the investments of the oil majors (with the exception 
of Exxon Mobil) should remain stable. 
 

Figure 7. Trevi – Oil rig count in the US in the past two years 

After a sharp slowdown up to May 2009, rigs in the US started to grow again and increased by After a sharp slowdown up to May 2009, rigs in the US started to grow again and increased by After a sharp slowdown up to May 2009, rigs in the US started to grow again and increased by After a sharp slowdown up to May 2009, rigs in the US started to grow again and increased by 
38% since the beginning of the year. The growth was impressive for oil rigs 38% since the beginning of the year. The growth was impressive for oil rigs 38% since the beginning of the year. The growth was impressive for oil rigs 38% since the beginning of the year. The growth was impressive for oil rigs which more than which more than which more than which more than 
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Source: Baker Hughes 
 

Expectations for the coming years are positive, backed by an oil price above 
USD80 per barrel, and global energy demand could increase by 40% by 2030 
(source: IEA). Therefore the need to find and develop new reserves of oil and gas 
to meet higher demand and offset depletion will drive sustained demand  growth 
for drilling activities, particularly in deepwater and frontier areas (i.e. arctic) which 
need advanced drilling techniques. 

 

3.2.13.2.13.2.13.2.1 DrillmecDrillmecDrillmecDrillmec    

 

Drillmec produces water rigs (around 10% of revenues), conventional and 
hydraulic oil and gas rigs. This segment is relatively new for Trevi (Drillmec was 
founded in 2000) but the company has been able to penetrate a market 
dominated by a giant company (National Oilwell Varco) thanks to its innovative 
and tailored product range, its partnership with Saipem and by entering markets 
where American companies are less present (mostly in South America, thanks to 
Petrobras). After the stunning growth rate of the past few years (nearly 35% 
CAGR in sales in 2006-09), we believe Drillmec should continue to perform well 
in the future despite its limited size. In particular, the company should leverage 
on: 
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• Hydraulic rigs:Hydraulic rigs:Hydraulic rigs:Hydraulic rigs:  hydraulic rigs are the new frontier of oil drilling and Trevi, 
through Drillmec, is a true innovator. The company is rapidly gaining market 
share (now it is ca. 2/3% of the onshore drill rigs worldwide), particularly in 
drilling equipment, thanks to its innovative products (hydraulic technology) 
which represent a real technological breakthrough vs. traditional drilling 
equipment in terms of cost reduction, employee safety and required space. 
The imminent entry in the off shore oil market is crucial for Drillmec, which 
would be the first player worldwide to apply hydraulic technology to off shore 
drill rigs. Were TreviÊs hydraulic technology to meet with success, it would 
have a significant impact on DrillmecÊs growth rate given the size of the oil 
drilling market (the world leader, National Oilwell Varco, reported revenues 
28x higher than those of Drillmec last year); 

• Product range Product range Product range Product range developmentdevelopmentdevelopmentdevelopment:::: having expanded its product range to include on 
shore deep drill rigs, Drillmec is now ready to enter the offshore rig industry. 
The key to penetrating this high growth market could be the rigs supplied to 
Kashagan in Kazakhstan (two rigs with a total value of EUR125 million), which 
should give provide Drillmec with a strong reputation. In addition, Drillmec 
should complete its onshore product range with a giant hydraulic rig in 2011 
(600 tonnes); 

• AfterAfterAfterAfter----sales actisales actisales actisales activities:vities:vities:vities: starting in 2000, Drillmec now has >100 hydraulic rigs 
and several hundred conventional rigs in operation. As soon as these rigs start 
to age, oil companies will probably demand after-sales maintenance, thus 
growing another source of revenues, which, to date, is tiny; 

• Expansion in the US: Expansion in the US: Expansion in the US: Expansion in the US: as yet, Drillmec has been able to penetrate the US only 
through minor oil companies but the enlargement of its plant in Houston 
could lead to orders from the oil majors.  This would provide a terrific boost 
to the top line in the medium term, even if we believe competition will be 
fierce; 

• New acquisitions:New acquisitions:New acquisitions:New acquisitions: in the past Drillmec has finalized several successful 
acquisitions in the oil drilling segment. Given this track record, we believe the 
company could acquire small/mid size companies in order to enter new 
markets or to complete its product range. 

 

3.2.23.2.23.2.23.2.2 PetrevenPetrevenPetrevenPetreven    

 

Petreven is the newest operating company of the Trevi group, having started 
operations in 2004. Currently the company operates 12 hydraulic rigs in 
Argentina (5), Venezuela (2), Peru (2), Chile (one acquired this year) and 
Colombia (2, of which one acquired this year). By operating the hydraulic rigs 
itself, Trevi hopes to increase the appeal of this innovative product. Therefore, 
Petreven should remain essentially a marketing tool for Drillmec, and we do not 
believe Petreven will become a large drilling company. However, it has grown 
rapidly over the last four years (>37% CAGR in 2006-09 sales) with an EBITDA 
margin that we estimate is close to 30%. Although this trend should continue in 
coming years thanks to continuous expansion in South America, the current level 
of revenues is secure because of existing contracts which can last as long as five 
years. 
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3.3.3.3.3.3.3.3. CompetitionCompetitionCompetitionCompetition    

 

The global special foundation services sector (which we estimate to have been 
worth around EUR6 billion in 2009 excluding China) is dominated by four large 
companies (accounting for nearly 50% of the global market), all with a global 
footprint. Keller Group PLC is the biggest operator, with revenues estimated at 
around EUR1.2 billion; it is followed by Bauer AG (EUR460 million of sales in 
2009), Soletanche Bachy, part of the Vinci Group, and Trevi, all with market 
shares of close to 8%. Bauer AG, which often bids for the same contracts as 
Trevi, has a large exposure to Europe (around 50% of sales) contrary to Trevi, 
which is mostly exposed to emerging countries (Trevi sales in Europe are below 
20%).  

Trevi, and also some competitors (Bauer AG, for example, but also Soletanche 
Bachy for captive use) supply foundation equipment (extractors, special 
foundation rigs, drilling tools, etc.), and offer a complete product range.  It is 
difficult to estimate the market for foundation equipment but we believe it could 
be worth around EUR1.5 billion p.a. (excluding China) with Soilmec having a 15% 
market share. 

The oil drill rigs market is dominated by National Oilwell Varco, a US company 
with revenues of >USD7 billion and a backlog close to USD5 billion (compared 
with EUR158 million for Drillmec), and an EBITDA margin of around 30%. 
Therefore, Trevi is still a marginal player with a minimal market share but with a 
lot of opportunity to grow rapidly. 
 

Figure 8. Trevi – Sales growth and EBITDA margin compared to peers 

Trevi has recorded higher revenue growthTrevi has recorded higher revenue growthTrevi has recorded higher revenue growthTrevi has recorded higher revenue growth in the in the in the in the past and also  past and also  past and also  past and also hashashashas a higher EBITDA margin a higher EBITDA margin a higher EBITDA margin a higher EBITDA margin 
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Source: Centrobanca estimates and Factset 

 

Comparing Trevi with Keller and Bauer, it is evident that the Italian company has 
had higher revenue growth and a stronger improvement in EBITDA margin even 
during the market downturn. We believe that this better performance is due to 
three main factors: 

• Its unique business model, which allows Trevi to maintain a relatively stable 
top line even in the market downturn due to the anticyclical nature of the oil 
drilling industry;  

• Its strong penetration in emerging countries, which generate higher growth 
rates for large infrastructure projects; 
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• The flexibility of its industrial structure. By increasing outsourcing in the 
booming phase of the market, thereby limiting the investments required to 
increase production capacity, Trevi was able to limit margin erosion during the 
crisis by bringing production in-house. 

 

Figure 9. Trevi – EBITDA margin trend 
Trevi Trevi Trevi Trevi had higherhad higherhad higherhad higher EBITDA margin growth in the  EBITDA margin growth in the  EBITDA margin growth in the  EBITDA margin growth in the strongstrongstrongstrong phase of the cycle  phase of the cycle  phase of the cycle  phase of the cycle but but but but was also more was also more was also more was also more 
resilient in the markeresilient in the markeresilient in the markeresilient in the market downturnt downturnt downturnt downturn 
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4.4.4.4. FINANCIAL PROJECTIONSFINANCIAL PROJECTIONSFINANCIAL PROJECTIONSFINANCIAL PROJECTIONS    

 

4.1.4.1.4.1.4.1. 9M9M9M9M10 results10 results10 results10 results    

9M10 was characterized by a sharp decline in sales (-17.6%) due to the macro 
economic slowdown which hit drilling equipment (-26.1%) and foundation 
services (-17.6%) while the other divisions performed well (+0.6% for foundation 
equipment and +15.5% for drilling services). The backlog decreased by around 
3%, also due to a delay in some orders that could be finalised in the last part of 
the year, and now covers over nine months of sales.  

In this scenario, Trevi was able to maintain an EBITDA margin of over 15%, 
thanks to the strong performance of the services division (19.5% of EBITDA 
margin), and the resilience of the equipment division (11% EBITDA margin vs. 
10.4% in 9M09). As a consequence of lower revenues and the margin 
deterioration, net profit halved year-on-year in the first nine months of the year. 

Net debt declined to EUR396 million at Sept-10 vs. EUR444 million at Dec-09, 
giving gearing of 1,13x and a Net debt/EBITDA ratio of 2.8x. This was also due to 
lower capex (EUR25.4 million in 9M10 vs. EUR58.2 million last year) and net 
working capital improvements, remaining well below the credit covenants 
(leverage >3.5x). 
 

Figure 10. Trevi – Quarterly trend 
Since 3Q09 Trevi Since 3Q09 Trevi Since 3Q09 Trevi Since 3Q09 Trevi has suffered ahas suffered ahas suffered ahas suffered a sharp slowdown  sharp slowdown  sharp slowdown  sharp slowdown in order intakein order intakein order intakein order intake, which has depressed sales. , which has depressed sales. , which has depressed sales. , which has depressed sales. 
However, thanks to its production flexibility, the company was able to limit the However, thanks to its production flexibility, the company was able to limit the However, thanks to its production flexibility, the company was able to limit the However, thanks to its production flexibility, the company was able to limit the margin erosionmargin erosionmargin erosionmargin erosion.... 
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4.2.4.2.4.2.4.2. Profit & LossProfit & LossProfit & LossProfit & Loss    

While revenues are broken down among the four sectors in which Trevi is active, 
the company reports profitability data just for the Services division (Trevi and 
Petreven together) and the Mechanical engineering division (Soilmec and 
Drillmec) but does not supply the EBITDA of the single companies or the 
EBITDA split between the foundations and drilling sectors. However, our 
estimates are calculated on the revenues and profitability of each sector and are 
based on the following assumptions: 

 

• TreviTreviTreviTrevi (foundations services, 43% of sales in 9M10) generates differing EBITDA 
margins depending on the technical complexity of each contract and the 
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country risk. EBITDA margins have always been above 10% and can surpass 
20% in particular cases. The average margin for Trevi should be around 17%, 
which is also our estimate for this year, with a possible slight improvement 
expected in 2011-12 linked to the dam reconstruction opportunities in the US 
(complex contracts = high margins), entry in new markets (South America, the 
Middle East and Far East), and contracts which exclude the procurement of 
raw materials, generally a very low margin activity. 

 

• DrillmecDrillmecDrillmecDrillmec (oil drill rigs, 30% of sales) had an average margin of around 13% 
through the cycle, which could exceptionally top 20%. The profitability is 
clearly tied to the product mix (higher profitability for deep drill rigs and for 
hydraulic rigs, while water rigs have lower margins) and to the amount of 
spare part sales (which generate higher margins). We believe Drillmec should 
report EBITDA margins of around 15% in 2010-12, higher than the historical 
average, thanks to the increasing weight of hydraulic rigs and to the expansion 
of the product range to include offshore drill rigs (two important projects in 
Kazakhstan with Saipem, worth around EUR125 million, should enhance 
DrillmecÊs  reputation with the major oil companies). We believe that longer 
term profitability should grow even more due to maintenance of existing rigs 
and aftermarket sales that could easily lead to margins of over 20% (30% is the 
average margin of National Oilwell Varco, the leader in the sector). It is worth 
noting that competition in oil drill rigs is not based on prices but mostly on the 
quality of the drilling equipment and on the speed of delivery. 

 

• SoilmecSoilmecSoilmecSoilmec (foundation rigs, 19% of sales) has a more traditional activity, with 
EBITDA margins in line with the mechanical engineering industry (7/8% on 
average) which could top 15% in very strong years. Profitability is closely 
linked to production capacity utilisation. Trevi strategically decided to 
outsource part of its production in 2007-08 and not to invest in new capacity. 
As a result, during the market decline in 2009 (sales fell >41%) and 1Q10 
(sales -30%), the company brought production in-house, helping to maintain its 
production capacity utilisation (which we estimate is currently 65%) and 
thereby limiting margin erosion. The gradual improvement in the market 
(already evident in 2Q10 when Soilmec revenues grew 42%) should allow 
Soilmec to return to EBITDA margins of close to 8% having reduced its huge 
inventories (nearly 70% of 2010E sales at June-10). 

 

• Petreven Petreven Petreven Petreven (drilling services, 8% of sales) is the most profitable business of the 
group and has historically had an EBITDA margin of over 20% and exceeding 
30% in the past two years. The reason for this outstanding profitability is the 
growth in its operating rigs in South America, with hydraulic rigs (12 to date) 
able to work even in extreme conditions (for example, Petreven won a new 
contract in Chile near the Antarctic). Contracts are generally long term (up to 
five years) which makes the sector resilient to slowdowns in sales and margins.  
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Figure 11. Trevi – Divisional sales and margins 

2009 was the histori2009 was the histori2009 was the histori2009 was the historical cal cal cal peakpeakpeakpeak for the two divisions both in terms of sales and EBITDA margins.  for the two divisions both in terms of sales and EBITDA margins.  for the two divisions both in terms of sales and EBITDA margins.  for the two divisions both in terms of sales and EBITDA margins. The The The The 
profitability reported in 2009 is unlikely to be replicated before 2014profitability reported in 2009 is unlikely to be replicated before 2014profitability reported in 2009 is unlikely to be replicated before 2014profitability reported in 2009 is unlikely to be replicated before 2014 

(EURm)(EURm)(EURm)(EURm)    2007200720072007    2008200820082008    2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Sales Services 401.2 517.8 554.2 505.0 535.8 566.6 

% change 11.0% 29.1% 7.0% -8.9% 6.1% 5.8% 

EBITDA Serices 65.0 94.8 136.8 96.0 107.2 113.3 

% margin 16.2% 18.3% 24.7% 19.0% 20.0% 20.0% 

Sales Mechanical 464.9 607.2 496.4 488.5 517.5 588.9 

% change 50.0% 30.6% -18.2% -1.6% 5.9% 13.8% 

EBITDA Mechanical 72.1 78.3 45.7 55.2 62.1 76.6 

% margin 15.5% 12.9% 9.2% 11.3% 12.0% 13.0% 

Source: Company data, Centrobanca estimates 

 

4.2.14.2.14.2.14.2.1 Sales and order intakeSales and order intakeSales and order intakeSales and order intake    

 

After a 9M10 sales decline of 17.6% and orders worth EUR668 million, with a 
book to bill ratio of 97%, Trevi expects a sound recovery in the last quarter of 
the year, with a sales target of around EUR1bn for the full year, which implies 
nearly 45% growth in 4Q10. The order backlog should reach EUR780 million 
(EUR759 million at Sept-10) while the EBITDA margin should remain around 15% 
and net debt should decline to EUR383 million at year-end (from EUR444 million 
at Dec-09). 

The order intake should increase in coming months, in particular from the US 
(dam reconstruction) which should see a 30% increase in 2010.  

We estimate 2011 sales growth of 6.1% driven by Soilmec, particularly in 2H11, 
and by Trevi.  In 2012, we forecast revenues up 9.5% thanks to an improved 
performance from the Mechanical engineering division. 

 
Figure 12. Trevi – Trend in divisional sales 

While the While the While the While the estiestiestiestimated CAGR for 2009mated CAGR for 2009mated CAGR for 2009mated CAGR for 2009----12 consolidated sales is 3.12 consolidated sales is 3.12 consolidated sales is 3.12 consolidated sales is 3.3333%, we highlight the strong %, we highlight the strong %, we highlight the strong %, we highlight the strong 
performace expected performace expected performace expected performace expected fromfromfromfrom Soilmec (8.7% CAGR) and Petreven (13 Soilmec (8.7% CAGR) and Petreven (13 Soilmec (8.7% CAGR) and Petreven (13 Soilmec (8.7% CAGR) and Petreven (13.9.9.9.9% CAGR) while Drillmec % CAGR) while Drillmec % CAGR) while Drillmec % CAGR) while Drillmec 
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4.2.24.2.24.2.24.2.2 Operating Operating Operating Operating marginsmarginsmarginsmargins    

 

We estimate an EBITDA margin of 15.4% in FY10, implying a 15.4% margin in 
4Q10.  

In 2011, we believe Trevi should be able to reach a 16.2% margin thanks to 
recovering volumes at Soilmec (with higher production capacity utilization) 
coupled to some improvement in foundation services.  It is also worth noting that 
in 2009 Trevi prudently made a credit provision of EUR22 million, which could be 
partly written back in the future. 

 

Figure 13. Trevi – EBITDA margin trend by sector 

While While While While thethethethe margin  margin  margin  margin forforforfor Services was exceptionally high in 2009 due to the stunning performance of  Services was exceptionally high in 2009 due to the stunning performance of  Services was exceptionally high in 2009 due to the stunning performance of  Services was exceptionally high in 2009 due to the stunning performance of 
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Source: Company data, Centrobanca estimates 

 

We estimate that Trevi has annual fixed costs in the range of EUR200-250 million, 
equal to around 20-25% of sales. Running a fixed-variable cost analysis to 
determine the breakeven point for Trevi, we arrived at EUR690 million of 
revenues this year and in 2011, which would imply a 35% slowdown compared to 
2009 sales and a figure 32% below our 2010 expectations. Below this level of 
turnover, the company would, in our view, generate operating losses.  

We also estimate 2.8-3.0 operating leverage meaning that every additional 1% of 

revenues would translate into a 2.8-3% increase in operating profit, assuming 

stable variable costs per unit and an equal selling price per unit. Clearly, these 

assumptions are hypothetical, but they provide an idea of the potential impact of 

an increase in sales volumes on margins. 

 

4.2.34.2.34.2.34.2.3 Bottom lineBottom lineBottom lineBottom line    

Below the operating line, Trevi should report EUR10-12 million of financial 
charges in coming years, implying an average cost of debt of around 3.5%. 
Sensitivity to interest rate fluctuations is limited and management estimates that a 
50 bps increase in Euribor would mean a further EUR1.7 million of financial 



 

 

20 

Trevi 
18 November 2010 

 

charges. 

After a tax rate of 34-35%, the bottom line (after minorities) should reach EUR52 
million this year, EUR64 million in 2011 and EUR78 million in 2012, broadly in line 
with the 2009 net result. 

 

We have assumed a dividend of EUR0.12 per share for 2010 (in line with last 
year) and a progressive improvement in 2011-12 up to EUR0.2, implying a payout 
ratio of about 15%, similar to the past, and a dividend yield of around 1.5%. 

 

4.3.4.3.4.3.4.3. BalancBalancBalancBalance sheet and cash flowe sheet and cash flowe sheet and cash flowe sheet and cash flow    

 

Although Trevi has >53% of sales in services, which typically have negative NWC 
thanks to advance payments, working capital has increased strongly in the past 
two years, exceeding EUR412 million, or 40% of revenues, at end-09. The main 
reasons for this increase were: 1) a drop in trade payables, linked to the sharp 
drop in volumes in 2009 (particularly for Soilmec), 2) growing inventories (124 
days in 2009 compared with 73 days in 2007, before the crisis), particularly at 
Soilmec but also as a result of declining sales, and 3) the growing weight of 
contracts (for example, for Drillmec in Iraq), where there are no advance 
payments. 

In the first nine months of 2010, NWC decreased slightly (by EUR5 million) 
thanks to higher trade payables, which in our view is a sign of the expected 
volume recovery in 4Q10. Nevertheless, the high NWC remains one of TreviÊs 
weaknesses: the management is committed to reducing it but we do not expect 
any significant improvement before next year when higher volumes should help. 

 

Figure 14. Trevi – Trend in NWC to sales and Net debt/EBITDA  

TTTTreviÊsreviÊsreviÊsreviÊs net working capital  net working capital  net working capital  net working capital increased stronglyincreased stronglyincreased stronglyincreased strongly in the past two years  in the past two years  in the past two years  in the past two years as booming volumes led to an as booming volumes led to an as booming volumes led to an as booming volumes led to an 
increase inincrease inincrease inincrease in inventories and trade receivables. However, despite the volume d inventories and trade receivables. However, despite the volume d inventories and trade receivables. However, despite the volume d inventories and trade receivables. However, despite the volume drop rop rop rop inininin 2H09 and  2H09 and  2H09 and  2H09 and 
9M9M9M9M10, there was 10, there was 10, there was 10, there was almostalmostalmostalmost no improvement  no improvement  no improvement  no improvement in NWCin NWCin NWCin NWC, leading to a net debt/EBITDA , leading to a net debt/EBITDA , leading to a net debt/EBITDA , leading to a net debt/EBITDA close to the close to the close to the close to the 
historic peakhistoric peakhistoric peakhistoric peak         
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Source: Centrobanca on company data 
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After capex of around EUR50-55 million p.a. (of which EUR40 million related to 
ordinary maintenance and the rest to support revenue growth), net debt should 
decline to around EUR383 million at Dec-10 (from EUR444 million at Dec-09) 
with further improvements in 2011-12 sustained by the decrease in NWC 
coupled with better operating results. 

 

In 2006 Trevi issued a convertible bond (maturing in Nov-11) with a par value of 
EUR70 million, 1.5% interest rate and a conversion rate of 1:1 at a strike price of 
EUR11.3. Given that the bond is currently out of the money (16% below the 
current market price), and even below our target price, we have assumed no 
conversion of the bond in our per share estimates. 

  

Figure 15. Trevi – Trend in Net debt, Gearing and Coverage ratio 

After After After After the ramp up in net debt and thethe ramp up in net debt and thethe ramp up in net debt and thethe ramp up in net debt and the consequent deterioration  consequent deterioration  consequent deterioration  consequent deterioration in gin gin gin gearing and the coveraearing and the coveraearing and the coveraearing and the coverage ratio, ge ratio, ge ratio, ge ratio, 
we expect a we expect a we expect a we expect a strongstrongstrongstrong recover recover recover recover,,,, particularly in 2011. particularly in 2011. particularly in 2011. particularly in 2011. 
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Source: Centrobanca on company data 

 

4.4.4.4.4.4.4.4. CurCurCurCurrency riskrency riskrency riskrency risk    

With 70% of production outside Europe, Trevi is strongly exposed to currency 
fluctuations, even if most its purchases are in USD. Oil drilling activities are 
particularly exposed to the USD, with Petreven reporting nearly 100% of its 
revenues and costs in USD and Drillmec >60%; while Trevi is mainly naturally 
hedged and Soilmec has the bulk of its costs and revenues in EUR. Overall, the 
company has a positive correlation with the US currency (+5% USD implies 
+EUR5.7 million in pre-tax profit). 
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5.5.5.5. VALUATIONVALUATIONVALUATIONVALUATION    

Our target price of EUR11.0 per share is based on DCF and sum-of-the-parts 
valuations (which not include the conversion of the outstanding convertible 
bonds, which are currently out of the money, with a strike price of EUR11.3). At 
the target price, Trevi would trade on a 11.0x 2011 P/E, which is still below the 
average multiple for the sector (11.4x) and on 6.4x EV/EBITDA (vs. an average of 
5.7x).  

 

Figure 16. Trevi – Target price 

We We We We have given a higher weighting tohave given a higher weighting tohave given a higher weighting tohave given a higher weighting to our DCF valuatio our DCF valuatio our DCF valuatio our DCF valuation asn asn asn as we believe this method  we believe this method  we believe this method  we believe this method better reflectsbetter reflectsbetter reflectsbetter reflects    
the long term prospects of the oil drilling the long term prospects of the oil drilling the long term prospects of the oil drilling the long term prospects of the oil drilling businessbusinessbusinessbusiness which  which  which  which isisisis still in a development phase (Petreven  still in a development phase (Petreven  still in a development phase (Petreven  still in a development phase (Petreven 
only started only started only started only started operations inoperations inoperations inoperations in 2004 and Drillmec in 2000) 2004 and Drillmec in 2000) 2004 and Drillmec in 2000) 2004 and Drillmec in 2000) 

Valuation methodValuation methodValuation methodValuation method    (EUR)(EUR)(EUR)(EUR)    % Weight% Weight% Weight% Weight    (EUR)(EUR)(EUR)(EUR)    

SOP 9.10 40.0% 3.64 

DCF 12.25 60.0% 7.35 

TARGET PRICETARGET PRICETARGET PRICETARGET PRICE            11110000....99999999    

Current market price   8.46 

% upside   30.0% 

Source: Centrobanca estimates 

 

5.1.5.1.5.1.5.1. DCFDCFDCFDCF    

Our DCF indicates a value of EUR12.25 per share. In our view, a DCF model is 

the best valuation method for Trevi as: a) although the foundations business is a 

cyclical industry, the company also has wide product and geographical 

diversification and is present in the drilling sector, which is driven by the oil price, 

b) we have assumed a CAGR in revenues to 2018 of just 2.8%, which is broadly in 

line with estimated global inflation, c)  our target EBIT margin for 2018 is 10.9%, 

which compares with 11.3% last year and an average of 12% in the past three 

years. Our model incorporates the following assumptions: 

• Risk-free rate of 4.3% (10Y Euro bond yield); 

• Market risk premium of 4.0%; 

• A beta of 1.4, which reflects the cyclical nature of the foundations business and 
the weak outlook of the construction industry overall; 

• A target gearing of 0.80x (vs. 1.12x at Sept-10) and a tax rate of 33%; 

• A terminal growth rate of 1.0% and an operating margin declining from 11.5% 
in 2012 to 11.0% at terminal value. 

 

Figure 17. Trevi – WACC and embedded DCF assumptions 

WWWWACCACCACCACC assumptions assumptions assumptions assumptions        Embedded DCF assumptionsEmbedded DCF assumptionsEmbedded DCF assumptionsEmbedded DCF assumptions      

Risk-free rate (10Y BTP bench.) 4.3% Revenue CAGR 2010-2018 (%) 2.8% 

Debt spread (%) 1.5% EBIT CAGR 2010-2018 (%) 3.9% 

Cost of debt [net] (%) 5.8% EBIT margin 2010 (%) 9.8% 

Market risk premium (%) 4.0% Target EBIT margin at terminal value (%) 11.0% 

Beta (x) 1.40 Depr. on sales (avg 2010-2018) (%) 5.1% 

Cost of equity (%) 9.9% Capex on sales (avg 2010-2018) (%) -5.0% 

Weight of Debt 44%   

Weight of Equity 56%   

WACCWACCWACCWACC    7.37.37.37.3%%%%      

Source: Centrobanca estimates 
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We calculated a WACC of 7.3%, obtaining a theoretical value of EUR12.75 per 
share. Our DCF valuation implies a terminal EV/EBITDA multiple of 6.1x, below 
the industry average (7.3x on 2010 and 5.9x on 2011) and TreviÊs historical 
multiple (7.2x). 

 

Figure 18. Trevi – DCF valuation 

  Valuation (EUR m)Valuation (EUR m)Valuation (EUR m)Valuation (EUR m)    % Weight% Weight% Weight% Weight    Per share (EUR)Per share (EUR)Per share (EUR)Per share (EUR)    

Sum of PV 2009-18E FCF 473 36% 7.40 

Terminal value 834 64% 13.03 

Total Enterprise valueTotal Enterprise valueTotal Enterprise valueTotal Enterprise value    1,3081,3081,3081,308    100%100%100%100%    20.4320.4320.4320.43    

 - minorities (31)  (0.49) 

 - Pension Provision (17)  (0.26) 

 - Net debt (+ cash) (444)  (6.93) 

Total Equity valueTotal Equity valueTotal Equity valueTotal Equity value    816816816816        12.7512.7512.7512.75    

Fully diluted number of shares (m) 64.0   

Fair value per share (EUR)Fair value per share (EUR)Fair value per share (EUR)Fair value per share (EUR)    12.7512.7512.7512.75      

Source: Centrobanca estimates 

 

Our valuation has limited sensitivity to the terminal growth rate and WACC, 
although a lower beta and/or stronger growth would increase our DCF target 
price. 

 

Figure 19. Trevi – Sensitivity analysis 

 W W W WACCACCACCACC/G/G/G/G    0.50%0.50%0.50%0.50%    0.75%0.75%0.75%0.75%    1.00%1.00%1.00%1.00%    1.25%1.25%1.25%1.25%    1.50%1.50%1.50%1.50%    

6.78%6.78%6.78%6.78%    12.25  12.80  13.40  14.06  14.78  

6.93%6.93%6.93%6.93%    11.91  12.43  13.00  13.63  14.31  

7.08%7.08%7.08%7.08%    11.57  12.08  12.62  13.21  13.86  

7.23%7.23%7.23%7.23%    11.25  11.73  12.25 12.25 12.25 12.25     12.82  13.43  

7.38%7.38%7.38%7.38%    10.94  11.41  11.90  12.44  13.03  

7.53%7.53%7.53%7.53%    10.65  11.09  11.57  12.08  12.64  

7.68%7.68%7.68%7.68%    10.36  10.79  11.24  11.73  12.27  

Source: Centrobanca estimates 

 

5.2.5.2.5.2.5.2. SumSumSumSum----ofofofof----thethethethe----partpartpartparts valuations valuations valuations valuation    

 

We also ran a SOP valuation, valuing the Foundations and the Drilling sectors 
separately. For Foundations we used the average 2010-12 EV/EBITDA and 
EV/Sales multiples of Bauer and Keller, which are the main competitors of Trevi. 
Applying these multiples to 2010-12 estimates generated an enterprise value for 
the Foundations sector of about EUR448 million, representing 42% of the total 
group value. 

 

For the Drilling sector we used Saipem, Technip and National Oilwell Varco, the 

worldÊs leader in oil drilling, as comparisons. In this sector we accorded a 20% 

premium to Trevi given its stronger sales growth (CAGR 2009-12E of 5.9% vs. 

4.8%) and its higher profitability (17.6% EBITDA margin vs. 16.1%). On an 

EV/EBITDA and EV/Sales-based valuation, our estimated fair value of this sector is 

EUR626 million, which represents 58% of the total EV. 
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Figure 20. Trevi – Sum-of-the-parts valuation 

We applied a 20% premium to We applied a 20% premium to We applied a 20% premium to We applied a 20% premium to TreviÊs Drilling sector to reflectTreviÊs Drilling sector to reflectTreviÊs Drilling sector to reflectTreviÊs Drilling sector to reflect TreviÊs stronger reven TreviÊs stronger reven TreviÊs stronger reven TreviÊs stronger revenueueueue growth  growth  growth  growth 
and higand higand higand higher operating marginher operating marginher operating marginher operating margin 

    EVEVEVEV/EBITDA/EBITDA/EBITDA/EBITDA    EV/SalesEV/SalesEV/SalesEV/Sales        

    2010201020102010EEEE    2011201120112011EEEE    2012201220122012EEEE    2010201020102010EEEE    2011201120112011EEEE    2012201220122012EEEE    AverageAverageAverageAverage    

FouFouFouFounnnndationsdationsdationsdations        

Average sector (x) 5.9 5.0 4.4 0.66 0.61 0.55  

Valuation (EURm)Valuation (EURm)Valuation (EURm)Valuation (EURm)    509.9509.9509.9509.9    503.0503.0503.0503.0    462.8462.8462.8462.8    411.8411.8411.8411.8    404.6404.6404.6404.6    396.2396.2396.2396.2    448.1448.1448.1448.1    

DrillingDrillingDrillingDrilling           

Average sector (x) 8.1 7.3 6.2 1.46 1.31 1.13  

Valuation (EURm)Valuation (EURm)Valuation (EURm)Valuation (EURm)    633.5633.5633.5633.5    610.5610.5610.5610.5    630.6630.6630.6630.6    655.1655.1655.1655.1    621.1621.1621.1621.1    607.5607.5607.5607.5    626.4626.4626.4626.4    

Total EV (EURm)Total EV (EURm)Total EV (EURm)Total EV (EURm)    1,143.51,143.51,143.51,143.5    1,113.51,113.51,113.51,113.5    1,093.51,093.51,093.51,093.5    1,066.91,066.91,066.91,066.9    1,025.71,025.71,025.71,025.7    1,003.81,003.81,003.81,003.8    1,074.51,074.51,074.51,074.5    

 - minorities (31) (31) (31) (31) (31) (31) (31) 

 - Pension Provision (17) (17) (17) (17) (17) (17) (17) 

 - Net debt (+ cash) (444) (444) (444) (444) (444) (444) (444) 

Total equity valueTotal equity valueTotal equity valueTotal equity value    651.7651.7651.7651.7    621.7621.7621.7621.7    601.7601.7601.7601.7    575.1575.1575.1575.1    533.9533.9533.9533.9    512.0512.0512.0512.0    582.7582.7582.7582.7    

Per share (EUR)Per share (EUR)Per share (EUR)Per share (EUR)    10.1810.1810.1810.18    9.719.719.719.71    9.409.409.409.40    8.998.998.998.99    8.348.348.348.34    8.008.008.008.00    9.109.109.109.10    

Source: Centrobanca estimates 

 

After deducting minorities, pension provisions and net debt, our fair value ranges 
from a minimum of EUR8.0 to EUR10.18 per share, with an average of EUR9.10 
per share, which is well below our DCF valuation. However, the SOP valuation 
fails to capture the long term developments in the Drilling sector, which is still 
developing (Petreven only started its activities in 2004 and Drillmec in 2000). For 
this reason we have given a 40% weighting to our SOP valuation compared to 
60% for the DCF valuation in our final valuation.  
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5.3.5.3.5.3.5.3. MultipleMultipleMultipleMultiplessss comparison comparison comparison comparison    

 

Lastly, we compared TreviÊs multiples with those of other companies in the 
drilling and foundation industry. The company trades at a significant discount on 
P/E, slightly below on EV/EBITDA and at a premium on EV/Sales. Compared to its 
direct competitors in foundations (Bauer and Keller), Trevi is trading at around 
an 19% discount on P/E but at a 7% premium on EV/EBITDA, which we believe is 
justified by Trevi's better product mix (i.e. consolidated presence in the oil drilling 
sector). Compared to its main competitor in oil drilling (National Oilwell Varco), 
Trevi is trading at a huge discount (42% on average), which is partially justified by 
its lower size in the drilling industry. 

 

Figure 21. Trevi – Peer comparison 

Only Bauer and Keller are direct Only Bauer and Keller are direct Only Bauer and Keller are direct Only Bauer and Keller are direct peers ofpeers ofpeers ofpeers of    Trevi Trevi Trevi Trevi in the foundation businessin the foundation businessin the foundation businessin the foundation business, while National Oilwell , while National Oilwell , while National Oilwell , while National Oilwell 
Varco is the leader in the oil drilling sector. However, Varco is the leader in the oil drilling sector. However, Varco is the leader in the oil drilling sector. However, Varco is the leader in the oil drilling sector. However, we have also included oil service we have also included oil service we have also included oil service we have also included oil service 
companies (Saipemcompanies (Saipemcompanies (Saipemcompanies (Saipem, Technip, M, Technip, M, Technip, M, Technip, Mairairairaire Tecnimont), construction companies (Vinci, Astaldi, e Tecnimont), construction companies (Vinci, Astaldi, e Tecnimont), construction companies (Vinci, Astaldi, e Tecnimont), construction companies (Vinci, Astaldi, 
Impregilo) and construImpregilo) and construImpregilo) and construImpregilo) and construction equipment companies (Caterpillar) in our peer comparison.ction equipment companies (Caterpillar) in our peer comparison.ction equipment companies (Caterpillar) in our peer comparison.ction equipment companies (Caterpillar) in our peer comparison. 

    Market Cap.Market Cap.Market Cap.Market Cap.    P/EP/EP/EP/E    EV/EBITDAEV/EBITDAEV/EBITDAEV/EBITDA    EV/salesEV/salesEV/salesEV/sales    

    (EURm)(EURm)(EURm)(EURm)    2011201120112011    2012201220122012    2011201120112011    2012201220122012    2011201120112011    2012201220122012    

Bauer AG 526 10.0 x 8.3 x 5.2 x 4.7 x 0.79 x 0.72 x 

Keller Group PLC 450 10.8 x 9.0 x 4.9 x 4.0 x 0.43 x 0.39 x 

Saipem 14,090 16.1 x 13.9 x 8.3 x 7.2 x 1.45 x 1.26 x 

Technip 6,654 15.3 x 12.9 x 6.2 x 5.1 x 0.77 x 0.66 x 

National Oilwell Varco 18,342 16.0 x 14.3 x 7.4 x 6.5 x 1.72 x 1.48 x 

Caterpillar 38,045 14.2 x 10.8 x 6.9 x 5.8 x 1.11 x 0.94 x 

Astaldi  472 6.2 x 5.3 x 4.0 x 3.5 x 0.45 x 0.42 x 

Vinci  21,929 12.0 x 11.3 x 6.5 x 6.1 x 1.01 x 0.94 x 

Impreglio 858 10.5 x 8.6 x 4.3 x 3.9 x 0.50 x 0.45 x 

Maire Tecnimont 984 9.5 x 8.2 x 4.4 x 3.7 x 0.28 x 0.25 x 

MedianMedianMedianMedian        11.4 x11.4 x11.4 x11.4 x    9.9 x9.9 x9.9 x9.9 x    5.7 x5.7 x5.7 x5.7 x    4.9 x4.9 x4.9 x4.9 x    0.78 x0.78 x0.78 x0.78 x    0.69 x0.69 x0.69 x0.69 x    

TreviTreviTreviTrevi    541541541541    8.5 x8.5 x8.5 x8.5 x    7.0 x7.0 x7.0 x7.0 x    5.4 x5.4 x5.4 x5.4 x    4.6 x4.6 x4.6 x4.6 x    0.85 x0.85 x0.85 x0.85 x    0.74 x0.74 x0.74 x0.74 x    

Premium (discount)Premium (discount)Premium (discount)Premium (discount)        ----25.5%25.5%25.5%25.5%    ----29.6%29.6%29.6%29.6%    ----4.4%4.4%4.4%4.4%    ----6.2%6.2%6.2%6.2%    9.5%9.5%9.5%9.5%    7.8%7.8%7.8%7.8%    

Source: Factset, Centrobanca estimates 
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 Income Statement        

(EURm)(EURm)(EURm)(EURm) 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Net Revenues 1,035.8 978.8 1,038.7 1,140.2 

EBITDA 159.5 145.6 163.7 184.8 

EBITDA margin 15.4% 14.9% 15.8% 16.2% 

EBIT 117.4 95.9 111.1 131.0 

EBIT margin 11.3% 9.8% 10.7% 11.5% 

Net financial income /expense -12.7 -14.0 -11.0 -10.0 

Associates & Others 0.0 0.0 0.0 0.0 

Profit before taxes 104.6 81.9 100.1 121.0 

Taxes -20.4 -28.7 -34.0 -41.1 

Minorities & discontinued ops. -2.0 -1.2 -2.1 -2.1 

Net Income 82.2 52.0 64.0 77.7 

Source: Centrobanca estimates 

 

Balance Sheet        

(EURm)(EURm)(EURm)(EURm) 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Net working capital 412.6 397.7 378.5 407.2 

Net Fixed assets 367.9 396.5 382.2 369.9 

M/L term funds -20.8 -21.3 -21.7 -22.0 

Capital employed 759.7 772.9 739.0 755.1 

Shareholders' equity 302.2 373.6 416.0 468.0 

Minorities 13.7 16.8 18.7 21.0 

Shareholders' funds 315.9 390.4 434.7 489.1 

Net financial position/(cash) 443.8 382.5 304.3 266.0 

Source: Centrobanca estimates 

 

Cash Flow Statement        

(EURm)(EURm)(EURm)(EURm) 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

NFP Beginning of Period -322.1 -443.8 -382.5 -304.3 

Group Net Profit 82.2 52.0 64.0 77.7 

Minorities 2.0 1.2 2.1 2.1 

D&A 42.2 49.7 52.6 53.8 

Change in Funds & TFR 1.4 0.5 0.2 0.2 

Gross Cash Flow 127.8 103.5 118.8 133.8 

Change In Working Capital -166.8 14.9 19.2 -28.7 

Other 0.0 0.0 0.0 0.0 

Operating Cash Flow -39.0 118.4 138.0 105.1 

Capex -75.4 -48.9 -51.9 -57.0 

Other Investments -0.8 0.0 0.0 0.0 

Disposals 0.0 0.0 0.0 0.0 

Free Cash Flow -115.2 69.4 86.1 48.1 

Dividends Paid -8.1 -7.7 -7.7 -9.6 

Other & Chg in Consolid. Area 1.2 -0.5 -0.2 -0.2 

Chg in Net Worth & Capital Incr. 0.4 0.0 0.0 0.0 

Change in NFP -121.7 61.3 78.2 38.3 

NFP End of Period -443.8 -382.5 -304.3 -266.0 

Source: Centrobanca estimates 
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Financial Ratios        

 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Net Margin 7.9% 5.3% 6.2% 6.8% 

ROE 31.1% 15.4% 16.2% 17.6% 

ROIC - after tax 11.4% 8.0% 9.4% 11.2% 

Net Fin. Debt/Equity 1.4 1.0 0.7 0.5 

Net Fin. Debt/EBITDA 2.8 2.6 1.9 1.4 

NOPAT (EURm) 77.5 63.3 73.3 86.5 

ROACE 11.8% 8.3% 9.7% 11.6% 

Source: Centrobanca estimates 

 

Per Share Data        

(EUR(EUR(EUR(EUR)))) 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

EPS 1.3 0.8 1.0 1.2 

DPS 0.1 0.1 0.2 0.2 

Op. CFPS -0.6 1.8 2.2 1.6 

Free CFPS -1.8 1.1 1.3 0.8 

BVPS 4.7 5.8 6.5 7.3 

Source: Centrobanca estimates 

 

Stock Market Ratios     

 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

P/E 6.9 10.4 8.5 7.0 

P/OpCFPS -14.4 4.6 3.9 5.2 

P/Free CFPS -4.9 7.8 6.3 11.3 

P/BVPS 1.9 1.4 1.3 1.2 

Div. Yield 1.4% 1.4% 1.8% 2.4% 

Free Cash Flow Yield -20.5% 12.8% 15.9% 8.9% 

EV (EURm) 1,049.3 965.6 887.5 849.4 

EV/Sales 1.0 1.0 0.9 0.7 

EV/EBITDA 6.6 6.6 5.4 4.6 

EV/EBIT 8.9 10.1 8.0 6.5 

EV/Capital Employed 1.4 1.2 1.2 1.1 

Source: Centrobanca estimates 

 

Growth Rates     

 2009200920092009    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    

Growth Group Net Sales -3.1% -5.5% 6.1% 9.8% 

Growth EBITDA -4.1% -8.7% 12.4% 12.9% 

Growth EBIT -12.4% -18.3% 15.8% 17.9% 

Growth Net Profit 1.4% -36.7% 22.9% 21.5% 

Source: Centrobanca estimates 
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DisclaimerDisclaimerDisclaimerDisclaimer    

 
Analyst DeclarationAnalyst DeclarationAnalyst DeclarationAnalyst Declaration 

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

a. the views expressed on the Company mentioned herein accurately reflects his personal views. It does not 
represent the views or opinions of the management of Centrobanca or any other company in or affiliated to 
the UBI Group. It is possible that individuals employed by Centrobanca, or any other company in or affiliated 
to the UBI Group, may disagree with the views expressed in this report; 

b. no direct or indirect compensation has been or will be received in exchange for any views expressed; 
c. the analyst does not own shares of the Company; 
d. neither the analyst nor any member of the analyst’s household serves as an officer, director or advisory board 

member of the Company; 
e. the analyst does not receive bonuses, salaries, or any other form of compensation that is based upon specific 

investment banking transactions. 

 

About CentrobancaAbout CentrobancaAbout CentrobancaAbout Centrobanca 

This document has been prepared by Centrobanca Spa (“Centrobanca”), a bank authorized by the Bank of Italy to provide 
investment services pursuant to Article 1, Paragraph 5, letter a), b), c), c-bis), e) and f) of Legislative Decree, 24 February 
1998, n° 58. Centrobanca belongs to the UBI Group. 

 

General warningGeneral warningGeneral warningGeneral warning    

This document is for information purposes only. This document is not, nor may it be construed, to constitute, an offer for sale 
or subscription of or a solicitation of any offer to buy or subscribe for any securities issued or to be issued by the Company. 
The recipient should conduct his own investigations and analysis of the Company and securities referred to in this document 
and make his own investment decisions without undue reliance on its contents. Neither Centrobanca, nor any other 
company of the UBI Group, nor any of its directors, managers, officers or employees, accepts any liability whatsoever (in 
negligence or otherwise), and accordingly no liability whatsoever shall be assumed by, or shall be placed on, Centrobanca, or 
any other company of the UBI Group, or any of its directors, managers, officers or employees, for any loss howsoever arising 
from any use of this document or its contents or otherwise arising in connection with this document. 
The information provided and the opinions expressed in this document are based upon information and data provided to 
the public by the Company or news otherwise public and refers to the date of publication of the document. The sources 
(press publications, financial statements, current and periodic release, as well as meetings and telephone conversations with 
Company representatives) are believed to be reliable and in good faith, but no representation or warranty, express or 
implied, is made by Centrobanca as to their accuracy, completeness or correctness. Any opinions, forecasts or estimates 
contained herein constitute a judgement as at the date of this document, and there can be no assurance that the future 
results of the Company and/or any future events will be consistent with any such opinions, forecasts or estimates. Any 
information herein is subject to change, update or amendment without notice by Centrobanca subsequent to the date of 
this document, with no undertaking by Centrobanca to notify the recipient of this document of such change, update or 
amendment. 

 

Organizational and administrative arrangements to prevent conflicts of interestsOrganizational and administrative arrangements to prevent conflicts of interestsOrganizational and administrative arrangements to prevent conflicts of interestsOrganizational and administrative arrangements to prevent conflicts of interests    

Centrobanca maintains procedures and organizational mechanisms (physical and non-physical barriers designed to restrict 
the flow of information between Equity Research Unit and the other areas/departments of Centrobanca) to prevent and 
professionally manage conflicts of interest in relation to investment research. For further information please see 
Centrobanca’s website (www.centrobanca.it) “Meccanismi organizzativi ed amministrativi posti in essere per prevenire ed 
evitare conflitti di interesse in rapporto alle Ricerche”. 

 

Disclosure of potential conflicts of interestDisclosure of potential conflicts of interestDisclosure of potential conflicts of interestDisclosure of potential conflicts of interest 

The outcome of the checks carried out is reported below: 
 

> A conflict of interest exists for the UBI Group inasmuch as it holds business relations with Trevi Finanziaria 
Industriale Spa. 

 
 

On the basis of the checks carried out no other conflict of interest arose. 

    

Frequency of updatesFrequency of updatesFrequency of updatesFrequency of updates    

Centrobanca aims to provide continuous coverage of the companies in conjunction with the timing of periodical accounting 
reports and any exceptional event that occurs affecting the issuer’s sphere of operations and in any case at least twice per 
year. The companies for which Centrobanca acts as Sponsor or Specialist are covered in compliance with regulations of the 
market authorities. For further information please refer to Centrobanca’s website www.centrobanca.it. 

 
Valuation methodologyValuation methodologyValuation methodologyValuation methodology    

The Centrobanca’s analysts value the Company subject to their recommendations using several methods among which the 
most prevalent are: the Discounted Cash Flow method (DCF), the Economic Value Added method (EVA), the Value map 
method, the Multiple comparison method.  

For further information please refer to Centrobanca’s website www.centrobanca.it. 
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Ranking systemRanking systemRanking systemRanking system    

The Centrobanca’s analysts use an “absolute” rating system, not related to market performance. The explanation of the 
rating system is listed below: 
 

Buy: if the target price is 10% higher than the market price. 
Hold: if the target price is 10% below or 10% above the market price. 
Sell: if the target price is 10% lower than the market price. 
 

Target price: the market price that the analyst believes that the share may reach within a one-year time horizon. 
Market price: closing price on the day before the issue date of the report, appearing on the first page. 

 

DistributionDistributionDistributionDistribution    

This document is being distributed by electronic and ordinary mail to “Professional Clients” and “Eligible Counterparties”.  
This document may be distributed in the USA by a United States Securities and Exchange Commission (“SEC”) registered 
broker dealer.  
This document may not be distributed in Canada, Japan or Australia. 

 

CopyrightCopyrightCopyrightCopyright    

This document is being supplied solely for the recipient’s information and may not be reproduced, redistributed or passed 
on, directly or indirectly to any other person or published, in whole or in part, for any purpose without prior written consent 
by Centrobanca. 
The  copyright and intellectual property rights on the data are owned by UBI Group, unless otherwise indicated. The data, 
information, opinions and valuations contained in this document may not be subject to further distribution or reproduction, in 
any form or via any means, even in part, unless expressly consented by Centrobanca. 
By accepting this document the recipient agrees to be bound by all of the forgoing provisions. 

 

Distribution of ratingsDistribution of ratingsDistribution of ratingsDistribution of ratings 

For further information regarding quarterly rating statistics and descriptions, please refer to Centrobanca’s website 
www.centrobanca.it. 

 

 


