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Market Data   (CPH: VWS.CO) 

Date July 13, 2009 

Price (��  49.82 

P/E 18.06 

Date of price July 13, 2009 

52-week range (� ) 24.17/93.74 

Market Capital (� ) 9.23B 

Fiscal year end Dec.31 

Shares O/S   185.20M 

Beta 1.50 

Source: Yahoo! Finance 
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Sector: Industrial Goods 

Industry: Diversified Machinery 

Core Business: Wind turbine manufacture 

Target Price: €88.21 

 

Key Statistics 1 

 

 

 
 

 

 

Investment Highlights  

 

Upside potential 
 

75MW new orders in China: Big new orders in China will bring Vestas great profit. 

Business expansion in U.S. despite of the down turn  economy: It plans to hire 

3,000 in U.S. which will make U.S. investors stand to benefit if the company 

prospers, since nearly a third of the company's equity holders are based here.  

Well performed ratios: Relatively high EPS and ROE, which are $2.76 and 

36.60% respectively. Vestas also has low P/E at 18.06. 

 

Downside risk 
 
Demand Risk:  Short-term electricity demand reduced under the down economy 

Credit Risk:  Tight credit market upgrades the supplier risks 

Production Risk:  Several of Vestas’ products led to warranty provision 

Exchange Risk:  Expansion outside EURO zone increases the exchange risks 

                                                        
�� Source: Vestas Annual Report, O Capital research 

 2007 2008 2009E 2010E 

Revenue €4,861M €6.035M €6,844M €7,761M 

Gross margin 16.97% 19.54% 20.00% 20.00% 

EBIT margin 9.11% 11.07% 11.00% 11.00% 

Net margin 5.99% 8.47% 8.97% 8.97% 

EPS €1.60 €2.80 €3.30 €3.72 

P/E 46.25 14.54 20.10 22.00 
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Company Profile 

Vestas Wind Systems A/S is a Denmark-based company active within the wind power industry. The Company is engaged 

primarily in the development , manufacturing , marketing and maintenance  of wind power systems that utilize wind 

energy to generate electricity. Vestas Wind Systems offerings comprises: wind power projects planning, land and offshore 

wind turbine installation, service and maintenance, as well as the supervisory control and data acquisition (SCADA) 

system, which includes a range of monitoring and control functions for the wind power plants. The Company is 

operational through a number of subsidiaries in Denmark, Italy, Germany, Spain, Norway, Sweden, England, Australia, 

China, the United States, Canada, the Netherlands, Austria, the Czech Republic, Hungary, Bulgaria, Romania, Croatia, 

Poland, Singapore, South Korea, New Zealand, Taiwan, India, Japan, Greece, France, Portugal, Mexico, Brazil and 

Argentina. Vestas Wind Systems A/S is headquartered in Randers, Denmark. 

 

Investment Highlights 

75 MW new orders in China 2  

Danish wind turbine maker Vestas said on Jun 10, 2009 it had won two new orders from China for wind turbines with a 

total capacity of 75 megawatts. The first order is for 13 units for a project in Shandong province and the second for 25 

units for a wind development in Guangdong province, Vestas Wind Systems A/S said in a statement. 

"The above orders do not affect Vestas Group's expectations for 2009," the company said. It did not disclose the value of 

the orders. The company's volume of announced orders so far this year remains well below last year's level as the global 

economic downturn has hit wind power projects. 

The contracts include delivery, installation and commissioning of the wind turbines and a two-year service and 

maintenance agreement, Vestas said.  

Business expansions in U.S. despite of the down tur n economy 3   

While other major corporations lay people off to preserve their shrinking bottom lines, Vestas' fortunes have grown as the 

world attempts to wean itself off fossil fuels and promote sources of power that don't contribute to global warming. It 

plans to hire 3,000 in U.S.  Vestas also pointed out that U.S. investors also stand to benefit  if the company prospers, 

since nearly a third of the company's equity holders are based here. And the U.S. remains the largest potential 

marketplace for Vestas.  

Despite the woes facing the world economy, Vestas expects to book about $9.32 billion in 2009 revenue, which would 

represent sales growth of 19%.  Still, the growth rate is a slower than it's been than the past three years. Looking back at 

2008, Vestas said its annual net income rose to $662 million from $377 million, while revenue increased 24% to $7.8 

billion from $6.3 billion.  

 

 

 

                                                        
2 http://www.windtech-international.com/content/view/2460/1/ 
3 http://www.marketwatch.com/story/vestas-upped-to-overweight-at-morgan-stanley 



                      July 13, 2009 Vestas Wind Systems A/S, Company Research 

                                                                                                               3  

 

Analysts upgrade Vestas to buy from sell 4 

Standard & Poor's Equity Research on Wednesday upgraded Vestas to buy from sell, saying fourth-quarter results were 

better than expected. S&P said the company's declining order book is "worrisome," given Vestas' outlook for 2009 growth, 

which it said would be challenging. But analysts also noted there was no significant revision to revenue guidance in the 

results. S&P said the company's expectations of strong order intake with the new U.S. administration will be easier from 

2010. It also noted no major additional measures discussed on how to protect sales growth during the credit crunch.  

Risk Highlights 5 

Short-term wind energy demand reduced under the dow n economy 6 

Texas billionaire T. Boone Picken announced he will not be going forward with his plan to build the world's largest wind 

farm, as the recession has made financing tougher to come by and more expensive. Making matters worse for his 

renewable energy project has been the drastic decline in crude oil and natural gas prices since the highs of last year 

when he first announced the "Pickens Plan". With this announcement, the American Wind Energy Association said this 

would be the first year  since 2004 where the U.S. would see a decline in wind capacity  added to the energy grid. But 

for the long-term, there is hope. As the Obama administration has promised billions in stimulus funds to renewable 

energy projects. And the growth of wind power in the next 10 years w ill climb up to 172.55%.   

Tight credit market upgrades the supplier risks 

Due to earlier collaboration problems with a number of suppliers, Vestas has attached great importance to streamlining 

and improving relations with its suppliers. The growth forecast for the next many years continues to put the supply chain 

under pressure. Vestas seeks to reduce this risk by entering into long-term framework agreements and by cultivating new 

business partners who have the necessary technical qualifications and aspirations. 

Several of Vestas’ Products led to warranty provisi ons 

Lack of reliability in several of Vestas’ products previously led to major warranty provisions, and Vestas has in recent 

years spent significant resources on improving its products and enhancing their reliability. In the first quarter of 2007, 

Vestas temporarily discontinued selling the V90-3.0 MW offshore wind turbine due to gearbox issues. On 1 May 2008, the 

turbine was once again made available for sales after thorough testing of the new solutions. 

Expansion outside the euro zone increases the excha nge rate risks 

The business activities of Vestas involve exchange rate risks linked to the purchase and sale of goods and services 

outside the euro zone. Vestas’ expansion in the USA and China will increase the Group’s costs outside the euro zone. As 

a result, the exchange rate risks go up. Exchange rate risks are primarily hedged through foreign exchange forward 

contracts. Vestas believes that continuous exchange rate hedging of such long-term investments is not the optimal 

solution with regard to balancing total risk against total cost. 

                                                        
4 http://www.marketwatch.com 
5 Vestas 2008 annual report 
6 http://www.marketnewsvideo.com/?id=200907Wind070809&mv=1 
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Exhibit 1: Revenue Breakdown7 

In million Euros 2005 2006 2007 2008 

Sale of wind turbines and wind power systems 3,340 93.24% 3,577 92.81% 4,497 92.51% 5,566 92.23% 

Sale of service 172 4.80% 214 5.55% 298 6.13% 396 6.56% 

Other� 70 1.95% 63 1.63% 66 1.36% 73 1.21% 

Sum 3,582 100.00% 3,854 100.00% 4,861 100.00% 6,035 100.00% 

Sale of wind turbines and wind power systems are sp ecified as follows:    

Revenue using percentage-of-completion method 

(turnkey and supply-and-installation projects) 
3,007 90.03% 2,859 79.93% 3,039 67.58% 3,620 65.04% 

Revenue using completed contract method 

(supply-only projects)  
333 9.97% 719 20.10% 1,458 32.42% 1,946 34.96% 

Sum 3,340 100.00% 3,577 100.00% 4,497 100.00% 5,566 100.00% 

 

EPS Analysis 

Exhibit 2: History EPS and estimated EPS8  

 2004 2005 2006 2007 2008 2009E 2010E 

EPS -0.50 -1.10 0.60 1.60 2.80 3.30 3.72 

Growth rate - - - 166.67% 75.00% 17.86% 12.73% 

 

Total revenue increased year by year. What’s more, China and U.S. pay much attention to renewable energy and plan to 

invest in this area. In this way, Vestas’s business in Asian and North American will benefit a lot. In Exhibit 2, we can see  

that the last five years earnings per share had an upward trend. Based on historical data and our own assumptions, our 

forecast on Vestas’ earnings per share will be 3.72 in 2010.

                                                        
7 Annual Report 2008, O Capital Research 
8 Annual Report, O Capital Research 
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Fundamental Analysis 

Ratio Analysis 

Exhibit 3: Vertical ratio analysis of Vestas for the past five years9 

 2004 2005 2006 2007 2008 Q1 09 

Overview data 

Price 8.80 13.90 32.00 74.00 40.70 8.80 

P/E -17.60 -12.64 53.33 46.25 14.54 -17.60 

Activity ratios 

Receivables turnover 2.51 4.49 3.84 4.67 4.51 4.47 

Assets turnover 1.03 1.20 1.14 1.22 1.26 0.81 

Liquidity ratios 

Current ratio 1.58 1.25 1.18 1.17 1.09 1.17 

Quick ratio 0.72 0.56 0.60 0.60 0.40 0.31 

Profitability ratios 

Gross profit margin 5.08% 2.34% 11.96% 16.97% 19.54% 19.55% 

EBIT margin -2.07% -3.24% 5.22% 9.11% 11.07% 6.88% 

Net Profit margin -2.58% -5.36% 2.88% 5.99% 8.47% 5.07% 

Return on assets -2.12% -6.22% 3.04% 6.77% 9.63% 4.12% 

Return on equity -5.25% -19.96% 8.80% 26.87% 36.60% 11.06% 

EPS -0.50 -1.10 0.60 1.60 2.80 0.70 

Coverage ratios 

Debt to total assets 0.19 0.17 0.07 0.06 0.02 0.08 

Times interest earned -1.20 -2.76 5.03 0.00 -14.52 -38.00 

Book value per share 7.70 5.50 6.91 5.85 7.54 10.93 

Growth ratios 

Revenue 143.04% 51.63% 7.56% 26.13% 24.15%  

Gross profit margin -43.57% -53.83% 410.22% 41.89% 15.11%  

EBIT margin -151.84% 56.13% -261.09% 74.74% 21.46%  

Net income -269.44% 214.75% -157.81% 162.16% 75.60%  

EPS -112.00% 120.00% -154.55% 166.67% 75.00%  

P/E -191.05% -28.20% -522.06% -13.28% -68.57%  

�

 

 

 

 

 

 

 

                                                        
9 Vestas Annual Reports 
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According to the vertical ratio analysis, we can derive the following results: 

Gross profit margin 

According to the chart above, the gross profit margins of Vestas grew from the bottom in 2005 every year which 

means market pricing, product mix, and costs of raw materials and labor have positive influence on the company. 

Although Vestas has some labor problems these years, the labor cost didn’t reduce the company’s profit.  

Return on Equity & Return on Assets 

Because the ROA does not consider any financial leverage used to generate the net income, the ROA is more 

stable than the ROE of the company. According to the 2005 annual report of Vestas, the research and development 

cost had increased by 45.4%. Moreover, although the revenue grew 51.60%, the production expense reduced by 

55.98%, which made the gross profit reduced by 29.88%. 

Current ratio 

Overall the value of current assets against the value of current liabilities remains stable these 5 years. Vestas’s 

ability to meet the immediate obligations to creditors decreased in 2005 and remained stable above 1:1 these 4 

years. Most companies in the industrial machinery universe will have a current ratio of at least 1:1, preferably much 

higher.10  

Accounts receivable  

Receivables typically increase along with growth in revenue. We can see the growth of receivable turnover and 

revenue. They affected each other until 2008.  

Earnings 

It is also important to look at a company’s actual earnings. Higher levels of capital spending might reduce earnings 

in the short term. We can see the negative EPS in 2005 just because of the relatively higher production expenses 

and research and development expenses. But after that, Vestas began to harvest. In addition, earnings stability is 

an important consideration. Vestas has got a stable growth rate of EPS, which is good news to investors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        
10� S&P industrial manufacture industry research 
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Exhibit 4: Horizontal ratio analysis compared with turbine manufacturer and electric transmission company11 

(In millions EURO) 

 

Vestas Wind System 

(VWS) 

Broadwind Energy 

(BWEN) 

ITC Holdings 

(ITC) 

AES Corporation 

(AES) 

Overview data 

Price (July 13, 2009) €49.82 $69.63 $10.99 $43.01 $11.46            
Market capital €9.23B $12.90B $1.06B  $2.14B  $7.75B 

Net debt 0.00   18.31M  2.26B  16.77B 

EV €9.22B $12.89B  $1.08B  $4.40B  $24.48B 

EV/EBITDA 10.68   (54.98) 13.57 1.82 

P/E 18.06     (41.31) 19.14 6.91 

Dividends per share -  - 1.22 - 

Activity ratios 

Receivables turnover 6.23 8.65 12.21 6.36 

Inventory turnover 3.57 6.70 4.43 20.62 

Assets turnover 1.26 0.72 0.28 0.58 

Liquidity ratios 

Current ratio 1.09 1.35 0.10 1.50 

Quick ratio 0.40 0.61 0.70 1.03 

Profitability ratios 

Net profit margin 8.47% -11.81% 17.67% 7.68% 

Return on assets 9.63% -6.45% 4.60% 4.43% 

Return on equity 36.60% -9.79% 11.75% 33.63% 

Earnings per share 2.76 -0.27 2.25 1.85 

Payout ratio - - 54.30% - 

Coverage ratios 

Debt to total assets 0.02 0.08 0.95 0.61 

Times interest earned  -14.52 -7.60 4.44 5.94 

Book value per share 7.54 2.72 19.11 5.51 

Growth ratios 

Sales 24.15% 629.17% 44.96% 18.27% 

Net income 75.60% 79.57% 49.00% (1,399.00%)12 

Earnings per share ���� 88.13% 300.00% 30.06% (1,414.29%)13 

P/E/G 20.49 (13.77) 63.69 (0.44) 

  

 

                                                        
11 Vestas, BWEN, ITC and AES: 2008 annual report  
12 Net Income of 2007 is -95million. 
13 EPS of 2007 is negative 
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According to the vertical ratio analysis, we can de rive the following results:  

Inventory levels and turnover  

The low inventory turnover ratio of Vestas relatively to competitive companies may be indicative of excess inventory 

stemming from weakening demand, overproduction, or both. Another reason is Vestas’s pure wind position. The 

weakening demand of wind turbines results in the low inventory turnover.  

EV/EBITDA 

A company with an EV/EBITDA valuation that is lower than those of its peers is considered less expensive. From 

this point, Vestas is not expensive to buy. And the price is getting reasonable to buy during recent quarters 

according to Exhibit 7 (Page 10). 

Price-to-earnings ratio  

For the industrial machinery universe, wide swings is in the P/E ratio can occur, as the sector goes into and out of 

favor with the investing public, depending on factors such as interest rates, inflation, or company-specific factors 

such as demand. In general, the ratio of price to forward 12-month earnings typically falls in the 16 times to 18 

times range. The P/E of Vestas is a little bit higher than the general level.                                            
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Pro forma Assumptions 

We did not choose the geometric average rate of the past five years to project revenue growth rate, because these 

growth rate were a little fluctuate. The forecast revenue of 2009 in its annual report is $10,060m. So the growth rate 

we use is 13.40%. Cost of revenues, operating expense and interest expense remains flat. We also make 

adjustments on these ratios, which are 80%, 9%, and 1% respectively.  

 

FFCF Analysis 

 

Assumptions  

We use the same growth rate from 2009 to 2013 with the pro forma, which are 13.40%, 12.00%, 10.00%, 8.00%, 

and 6.00% respectively, and perpetuity growth rate of 3.50% from 2014. The WACC (Weighted average cost of 

capital) we use is 7.26%.14 

Exhibit 5: Table of FCFF15 

Actual 2004 2005 2006 2007 2008 

CFO -30 148 598 701 277 

CAPEX   -200 300 254.3 439 

Interest -41 -42 -40 0 46 

Tax rate -59.55% -74.68% 80.75% 34.31% 15.55% 

FCFF  (95)  275  290  447  (123) 

Estimates 2009E 2010E 2011E 2012E 2013E 

FCFF  507  567  624  674  714 

 

Exhibit 6: Valuation and target price16 

Value  €16,336  

Shares outstanding  185.20  

Target price €88.21  

Current price €49.82 

 

Because of the large investment cash outflow, which amounted to $406.6m, the FCFF of 2008 is negative. So the 

FCFF of 2009 we calculate based on FCFF of 2007. Finally we get our target price in two years which is €88.21. 

 

 

 

 

 

 

                                                        
14 Appendix D 
15 Annual reports, O Capital Research 
16 Date of valuation: July 13, 2009 
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EV/EBITDA Analysis 

Exhibit 7: Quarterly data from Q1 08 to Q1 0917 

Number in millions EURO  

(except ratios) 
Q1 08 Q2 08 Q3 08 Q4 08 Q1 09 

Net Income 33.00 65.00 97.00 316.00 56.00 

Interest Expense 12.00 -2.00 -25.00 61.00 2.00 

Depreciation & Amortization 28.00 30.00 31.00 46.00 47.00 

EBITDA 73.00 93.00 103.00 423.00 105.00 

Market Capital 12,391.73 14,923.42 14,682.66 6,643.12 6,530.15 

Total Debt 2,761.00 3,269.00 3,432.00 3,353.00 3,410.00 

Cash & Cash Equivalents 485.00 573.00 491.00 162.00 161.00 

EV 14,667.73 17,619.42 17,623.66 9,834.12 9,779.15 

EV/EBITDA 200.93 178.22 171.10 23.25 93.13 

 

 

Sensitivity Analysis 

Exhibit 8: The impact of EPS and P/E ratios on the stock price18 (number in EURO) 

  EPS 

P/E  
1.2 1.4 1.6 1.8 2 2.2 2.4 2.6 2.8 3.0 3.2 3.4 3.6 3.8 4.0 4.2 

10.0 12.0  14.0 16.0  18.0 20.0  22.0 24.0  26.0 28.0  30.0 32.0  34.0  36.0  38.0 40.0  42.0  

12.0 14.4  16.8 19.2  21.6 24.0  26.4 28.8  31.2 33.6  36.0 38.4  40.8  43.2  45.6 48.0  50.4  

14.0 16.8  19.6 22.4  25.2 28.0  30.8 33.6  36.4 39.2  42.0 44.8  47.6  50.4  53.2 56.0  58.8  

16.0 19.2  22.4 25.6  28.8 32.0  35.2 38.4  41.6 44.8  48.0 51.2  54.4  57.6  60.8 64.0  67.2  

18.0 21.6  25.2 28.8  32.4 36.0  39.6 43.2  46.8 50.4  54.0 57.6  61.2  64.8  68.4 72.0  75.6  

20.0 24.0  28.0 32.0  36.0 40.0  44.0 48.0  52.0 56.0  60.0 64.0  68.0  72.0  76.0 80.0  84.0  

22.0 26.4  30.8 35.2  39.6 44.0  48.4 52.8  57.2 61.6  66.0 70.4  74.8  79.2  83.6 88.0  92.4  

24.0 28.8  33.6 38.4  43.2 48.0  52.8 57.6  62.4 67.2  72.0 76.8  81.6  86.4  91.2 96.0  100.8  

26.0 31.2  36.4 41.6  46.8 52.0  57.2 62.4  67.6 72.8  78.0 83.2  88.4  93.6  98.8 104.0  109.2  

28.0 33.6  39.2 44.8  50.4 56.0  61.6 67.2  72.8 78.4  84.0 89.6  95.2  100.8  106.4 112.0  117.6  

30.0 36.0  42.0 48.0  54.0 60.0  66.0 72.0  78.0 84.0  90.0 96.0  102.0  108.0  114.0 120.0  126.0  

32.0 38.4  44.8 51.2  57.6 64.0  70.4 76.8  83.2 89.6  96.0 102.4  108.8  115.2  121.6 128.0  134.4  

 

 

 

                                                        
�� � Annual Report 
18 O Capital Research 
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Industry Backgrounds Analysis 

Last year’s global wind power installations reached a record 27,000 MW, including more than 8,000 MW in the U.S., 

pushing the U.S. ahead of Germany as the world’s leading generator  of wind energy. Wind  installations 

represented more than 40%  of total new electricity generating capacity brought online in 2008.19 
 

Chart 1: Global Clean-Energy Project Growth 2008-201820 

 

The revenue of biofuels, wind power and solar power grew 53% in 2008. For the first time, one sector alone, wind, 

had revenues exceeding $50 billion. Analysts from CleanEdge estimate the revenues from wind power will grow 

about 170% in the next 10 years (Chart 4). New global investments in energy technologies - including venture 

capital, project finance, public markets, and research and development - expanded by 4.7 percent from $148.4 

billion in 2007 to $155.4 billion in 2008, according to research firm New Energy Finance.  

Challenges: 

1. A sinking stock market continues to plague the IPO markets, with only small handful of energy-related IPO 

listings on U.S. exchange in 2008. 

2. Severely tightened credit markets also began to take their toll. A range of clean-energy companies delayed 

plans, laying off staff, or scuttling projects entirely. 2009 will be a year of refocus and reconsolidation. 

 

 

 

 

 

 

 

 
                                                        
19 CleanEdge: Clean Energy Trends 2008 
20� CleanEdge: Clean Energy Trends 2008 
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Market Share 

Vestas is the world largest pure wind company in the wind energy industry. Chart 2 is the market share of wind 

energy industry, including diversified companies and the only pure wind company, which is Vestas. Vestas has the 

13.09% market pie of the whole industry, which is the second largest. Similarly to the installation market share, the 

wind power fleet of Vestas is the second largest, just following GE, which is a diversified company not only in the 

wind energy industry but also in other manufacture industries. The main market of Vestas is in Europe, America 

and Pacific Asia. Vestas puts emphasis on the markets in United States, China and Spain. 

 

Chart 2: Manufacturers’ Percentage of 2008 Installations21 

 
 

 

 

Comparison Analysis  

Exhibit 9: Profitability ratios of main competitors in the same industry22           (number in dollars, expect ratios) 

Vestas Broadwind Energy ITC Holdings AES Corporation  

 2006 2007 2008 2006 2007 2008 2006 2007 2008 2006 2007 2008 

Profit margin 11.96% 16.97% 19.54% -57.69% -11.28% -11.63% 14.82% 17.21% 17.67% 2.32% 3.64% 7.68% 

Return on assets 3.04% 6.77% 9.63% -70.22% -2.79% -6.45% 1.56% 2.28% 2.94% 0.79% -0.28% 3.55% 

Return on equity 8.80% 26.87% 36.60% -51.47% -4.67% -9.79% 6.24% 13.01% 11.75% 8.29% -3.00% 33.63% 

EPS 0.79 2.34 3.91 -0.08 -0.06 -0.28 0.92 1.68 2.19 0.43 0.73 1.80 

Price 46.76 108.10 56.79 1.99 14.30 4.50 37.42 54.25 43.01 22.04 21.39 8.24 

P/E 59.19 46.20 14.52 - - - 40.67 32.29 19.64 51.26 29.30 4.58 

Payout ratio - - - - - - 1.17 0.67 0.54 - - - 

                                                        
21 AWEA 2008 Annual Wind Report 
22 Standard & Poor: Company Profile>Financials 

 MW Capacity  # of Turbines  

GE Energy 3,657 2,438 

Vestas 1,120 569 

Siemens 791.2 344 

Suzlon 736.1 363 

Gamesa 616 308 

Clipper 595 238 

Mitsubishi 516.4 515 

Acciona WP 409.5 273 

Other 116.7 57 
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Chart 3: 3-year Profit Margin of four wind companies23     Chart 4: 3-year ROE of four wind companies24 

 

Chart 5: 3-year EPS of four wind companies25            Chart 6: 3-year P/E of four wind companies26 

 

Chart 7: Revenue & Income Comparison27 

 

                                                        
23 O Capital research 
24 O Capital research 
25 O Capital research 
26 O Capital research 
27 O Capital research 
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Appendices 

Appendix A: Pro forma statements 28                                           (number in million Euros) 

Income statement  2008 2009E 2010E 2011E 2012E 2013E 

Total Revenues   100.00% 8,871 10,060 11,408 12,936 14,670 16,636 

Cost of revenues -80.00% -7,138 -8,048 -9,126 -10,349 -11,736 -13,308 

Gross profit 19.00% 1,733 2,012 2,282 2,587 2,934 3,327 

Operating expenses -9.00% -751 -905 -1,027 -1,164 -1,320 -1,497 

EBIT 11.50% 982 1,107 1,255 1,423 1,614 1,830 

Interest expense 1.00% 68 - - - - - 

Taxes -2.84% -163 -286 -324 -367 -417 -472 

Net income 9.00% 751 821 931 1,056 1,197 1,357 

Shares outstanding  185 186 187 188 189 190 

EPS  2.80 3.30 3.72 4.19 4.73 5.34 

 

Appendix B: Common Size 29                                                  (number in million Euros) 

Income statement 2004 2005 2006 2007 2008 AVG Adjusted 

Total Revenues 100.00% 100.00% 100.00% 100.00% 100.00%   

Cost of revenues 94.92% 97.66% 88.04% 83.03% 80.46% 88.82% 80.00% 

Gross profit 5.08% 2.34% 11.96% 16.97% 19.54% 11.18% 19.00% 

Operating expenses 7.15% 5.58% 6.75% 7.86% 8.47% 7.16% 9.00% 

EBIT -2.07% -3.24% 5.22% 9.11% 11.07% 4.02% 11.50% 

Interest expense (income) -1.74% -1.17% -1.04% 0.00% 0.76% -0.64% 1.00% 

Taxes 2.58% 3.29% 3.37% 3.13% 1.84% 2.84% 2.84% 

Net income -2.91% -5.36% 2.88% 5.99% 8.47% 1.81% 9.00% 

 

 

 

 

 

 

 

 

 

                                                        
28 O Capital Research 
29 O Capital Research 
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Appendix C: Information about VWDRY 30 

Price (July 13, 2009) $23.37 

Target price $41.5431 

Volume 53,116 

52 Week Range 46.00-10.56 

P/E 10.57 

EPS 1.35 

ROE 26.15% 

Ratio (A:O) 1:0.3333 

 

 VWDRY Sector Average S&P 500 

Market Cap ($MM) 12,702 NM NM 

P/E 17.0 48.6 14.7 

ROE% 26.0 -25.6 15.1 

ROA% 11.0 0.2 5.7 

Gross Margin% 18.8 17.8 40.4 

Operating Margin% 11.1 -145.7 14.3 

Net Margin% 8.0 -87.5 4.0 

 

Chart 8: 1-Year Performance                          

 

Chart 9: 5-Year Performance 

                                                   

                                                        
30 www.adr.com 
31 Currency rate: 1 euro = 1.41 U.S. dollar 
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Appendix D: Calculation of WACC 32              (number in million Euros) 

WACC 2008 

Taxes 163 

EBIT 1,049.58 

Tax rate 15.55% 

Interest expense (income) 67.62 

Accounts payable 1,514.10 

Long term debt 161.70 

Debt 1,675.80 

Price 96.53 

Shares outstanding (basic) 185.20m 

Market Capital 17,878.66 

Wd 9.37% 

We 90.63% 

Kd 4.04% 

Kd(1-t) 0.63% 

Adjusted Beta 1.34 

Rf (10-year treasury bond rate) 3.32% 

Market premium 3.46% 

Ke 8.82% 

WACC 8.05% 
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Disclosures  

While we attempt to include all relevant and public information as of the date published, material information might 

be excluded from this report. Once the report is complete, new information might have either a positive or negative 

impact on the value of the stock and would not be included in this report. This report is made available 

electronically for educational purposes and does not constitute a solicitation for any of the referenced securities. 

We buy and sell securities and may occasionally make purchased decisions that are inconsistent with this 

research.  

 

This report is part of a summer internship program in partnership with Clark University. Summer analysts are not 

licensed and recommendations are made for educational purpose. No part of this report may be reproduced 

without prior written consent from Prof. Wendy Jeffus (wjeffus@clarku.edu).  

 


