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With its expansion into the US housebuilding market, Technical 
Olympic (TO) Group has succeeded in becoming one of the largest 
companies listed on the ASE, differentiating itself from a purely 
construction company. Its diversified revenue stream shields the 
group from possible negative economic conditions. 
 
�� In 1999 Technical Olympic (TO) entered the US homebuilding market with 

the acquisition of Newmark Homes, expanding further in 2000 with the 
acquisition of Engle Homes. TO plans to merge the two US subsidiaries 
under TO-USA aiming to become one of the top 5 players in the market by 
2006. 

�� Domestic construction activity is expected to be strong until 2006 due to the 
2004 Olympics construction projects and EU infrastructure works planned to 
be completed by 2006. The group already participates in large construction 
projects and aims to bid for additional ones. 

�� The group’s upbeat fundamentals are underlined with FY2001e EBITDA 
climbing 31% and then continuing its upward course rising 9% in FY2002f 
and 12% in FY2003f.  

�� The attractive valuation of the group is reflected by FY2001e P/E at 3.9x 
and EV/EBITDA at 2.8x. Assuming a conservative scenario whereby the 
company would be affected by a prolonged slowdown in the US economy, 
FY2003e P/E would stand at 3.5x and EV/EBITDA at 2.8x. Therefore we 
believe that Technical Olympic comprises a sound investment opportunity. 

 

Key group figures 
 
 
 

2000
 

2001e 
 

2002f 2003f 

Sales (EURm) 1.625 1.504 1.651 1.821 
EBT (EURm) 120 117 118 128 
EPS (EUR) 0.89 0.58 0.59 0.65 
P/E (x) 10.0 3.9 3.9 3.5 
BVPS (EUR) 3.5 4.0 4.4 4.9 
P/BV (x) 2.6 0.6 0.5 0.4 
ROE avg. (%) 26.3 15.8 13.7 13.1 
 

Shares Outstanding 
 

125m     
Market Cap. €283.8m or USD249.1m    
Free Float 61% (Mr. K. Stengos 39%)   
Price Performance 1m:+18% 6m:-36% 12m:-38%   
52-week Price Range €1.40-€4.20   
Avg. Daily Volume-1y €0.91m (GRD 309m)   

 

Originally a traditional construction group, Technical Olympic has entered the US 
homebuilding market since 1999. Currently, the largest part of its turnover is generated in the 
US. Focusing on US homebuilding and domestic construction projects, the group is also 
involved in tourism, mainly through the Porto Carras complex, and in energy production. TO 
Group is gradually becoming a holding company that expects solid organic growth from its 
core operations. 
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Investment Summary 
 
Diversifying its operations beyond the construction sector in Greece, the company 
has expanded into US home building, commanding two major companies of the 
sector. Currently, the group ranks 11th in the sector in the US and it targets to be 
included among the 5 largest players. The merger of the two US subsidiaries (Engle 
and Newmark) will facilitate the achievement of this target. A large portion of the 
group’s profits results from its US subsidiaries, which diversify its revenue stream 
and limit Greek market construction sector risk. We note that the greater part of 

 

T

r

 

TO Group’s significant
position in the US home
building market should
offer high potential for

future growth.
____

public construction projects should be complete by 2006. However, in contrast with 
the majority of other Greek peers, the group is prepared to replace a possible plunge 
in Greek construction profits with its US operations. The housing market in the US 
could be hit to some extent by an expected recession in the local economy in 2002, 
which has accelerated after the September 11th terrorist attacks. This downturn, 
though, should be short-lived allowing for a revenue recovery in 2003f and strong 
growth rates thereafter. The group’s subsidiaries operate in the south and southeast 
US, where high growth rates are evident. 
 
A traditional construction group should benefit from the forthcoming sector’s 
consolidation as well as major 2004 Olympics and other infrastructure works. 
TO Group intends to merge all construction operations under construction subsidiary 
Mochlos, which is already conceived as the group’s construction arm. A legal 
framework motivating mergers among companies in the sector is expected to result 
in some 5 large groups, which are already dominant in the sector. TO Group is one 
of the large players in the Greek construction sector, and carries out a major 
proportion of large public works. Currently, the group’s orderbook stands at 
€616m (GRD210bn). Furthermore, the group aims to participate in other state 
projects to be carried out by the build-operate-transfer (BOT) method. This method 
will require substantial cash in order to see the projects through. In spite of the large 
operational short-term borrowing of the US operations, Mochlos operates with very 
low leverage holding the option of easy access to debt, if necessary, to realize 
additional projects.  
 
The group has entered the tourism sector with the acquisition of large hotel unit  
“Porto Carras” in Northern Greece. The unit is a large resort by the sea and the 
group plans to invest some €59m (GRD20bn) by 1H2002f for its renovation. 
Another €235m (GRD80bn) is planned to be invested by 2005 for its expansion. The 
summer resort should benefit from the tourist boom expected in the country for the 
2004 Olympics. Other activities related to the tourism operations include the setting 

he construction arm will
benefit from increased

evenues for the following
5 years at least.

Porto

e

The acquisition of
 Carras marked the
group’s intention to 
xpand into tourism.
up and management of marinas via its subsidiaries. The operation of marinas benefits 
the group as synergies with the construction arm are generated for their construction.  
 
Although we have assumed a plunge in 2002 US home building revenues, we should 
stress the risk that weakness in the US economy could exceed the 6-12 month 
duration projected. The volatile US home building market is sensitive to the 
condition of the country’s economy. However, high growth rates in the states where 
the group operates reduce this risk.  
 
The company’s share is included in the Greek MSCI index and the FTSE ASE 
40 (Mid Cap) index, drawing attention to the stock from international funds (index 
trackers) and therefore increased liquidity. The company’s attractive valuation with 
2001e, 2002f and 2003f P/E ratios of 3.9x, 3.9x and 3.5x respectively make it a 
However, the Technical
Olympic share

Is currently trading at an
attractive valuation.
Revenues are sensitive
to the condition of

the US economy.
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sound investment prospect.  
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Valuation 
 
We have applied multiples and Discount Cash Flow (DCF) valuation methods in 
order to estimate Technical Olympic group’s  “fair” value.  
 
According to historic financial statements and our projections, TO group multiples 
are as follows: 
 
TECHNICAL OLYMPIC MULTIPLES 

 FY2000 FY2001e FY2002f FY2003f 
EV/EBITDA 15.4x 2.8x 3.1x 2.8x 
EPS (EUR) 0.89 0.58 0.59 0.65 
P/E 10.0x 3.9x 3.9x 3.5x 
P/BV 2.6x 0.6x 0.5x 0.4x 
Source: ARTION Securities Research & Technical Olympic 
 
The multiples of the Greek construction sector and the market (Artion Universe) are 
presented below. They can only be used as an indication, since TO group should not 
be compared with Greek construction firms but with US homebuilders for its 
valuation. The weighted averages of a sample of US homebuilding companies 
similar to the size and features of TO UK multiples are presented below. 
 
GREEK CONSTRUCTION and ASE MULTIPLES 

 FY2000 FY2001e 
US Homebuilders 

P/E 7.7x 6.3x 
Greek Construction 

P/E 19.0x 16.5x 
P/BV 1.5x 1.4x 

ASE 
P/E 20.5x 16.6x 
P/BV 3.4x 2.8x 
Source: ARTION Securities Research 
 
The group offers an impressive upside potential of 62% compared with a 
sample of comparable US homebuilders. This approach offers a “fair” €3.68 per 
share price or a market cap of €460m.  
 
For our DCF valuations we have incorporated the large short-term debt used for 
operations and we estimated a very low cost of debt (effective 1.8) for the 44% of 
financing in 2003f. However, this debt should not actually be considered as leverage 
as we described in the Financials section. Cost of equity is estimated at 9.4% with a 
beta of 1.14, a long-term risk-free rate of 4.97% and equity risk premium of 4%. 
Therefore, WACC reaches 6.0% in 2003f.  
 
DCF RESULTS (EURm) 
Sum of PV of FCFs (2001e-2003f) 302 
Plus: PV of Residual Value 393 
Less: Net Debt 243 
Fair Company Value 453 
Fair Stock Price (EUR) 3.62 
Upside Potential from Current Price (€2.27) 63% 
Source: ARTION Securities Research 
 
Both methodologies – multiples and DCF – point to an upside potential for the 
company’s share that stands beyond a sound 62%. 
 
 



 
 

Company Profile 
 
Technical Olympic was founded in 1965 by Mr. Konstantinos Stengos and Mr K. 
Galanopoulos under the name “PELOPS Technical Company”. In 1981 it received 
its current name and in 1994 it was listed on the ASE. It is an 8th-grade (the highest 
grade) construction company meaning that it can undertake large state construction 
Technical Olympic group
expanded to a variety of

operations…
_____

projects. It operates in a variety of fields closely related to its construction origin: 
�� Homebuilding 
�� Real Estate business 
�� Infrastructure works 
�� Road construction 
�� Construction of parts of airports 
�� Port construction and management 
�� Water and sewage projects 
�� Concrete production and sale 
�� Electromechanical works 
�� Energy production 
�� Tourist business 
 
In 1997 Technical Olympic set up a UK subsidiary, Technical Olympic UK. In 1999 
Technical Olympic acquired a 66.78% in listed construction company MOCHLOS 
<MOHr.AT>. Technical Olympic UK set up a 100% subsidiary in the USA, 
Technical Olympic USA. The group entered the US market in December 1999 when 

acqui

… with a series of

sitions over the last
few years. 
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Technical Olympic USA acquired an 80% stake in Newmark Homes Corp. and 
100% in EngleHomes. Technical Olympic acquired a 90% and Mochlos the 
remaining 10% stake in Porto Carras in 1999. The group set up energy subsidiary  
“MELTEMI KASTRI” in 1999, a renewable sources energy production company 
in which the group commands a 55% stake. Based in Northern Greece, Porto Carras 
operates in the fields of agriculture, tourism and industry. It operates in Greece, the 
Balkans, the UK and the USA. It incorporates under full consolidation the following 
subsidiaries: Technical Olympic UK, Mochlos, Porto Carras, Meltemi Kastri, 
Strofili and Delos Marines.  
 
Currently, Mr. K. Stengos owns a 39% stake in the company while the free float 
stands at 61%.  
 
The group’s main operations are: 
�� Real Estate 
�� Construction 
�� Energy Production 
�� Tourism-Agriculture-Industry 
 
The parent company and Mochlos undertake the construction operations, Newmark 
Homes and Engle Homes undertake the real estate operations in the USA, Porto 
Carras operates in Tourism-Agriculture-Industry and Meltemi Kastri operates in 
energy production. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

Technical Olympic Group Current Structure 
 

 

Alviterra Hellas SA
50%

Athens Suburbs Dev. SA
99%

Toxotis SA
100%

EuromConstruction SRL
100%

Porto Carras SA
10%

Mochlos SA
100%

Marko Marines SA
84%

Skiathos Marines SA
88%

Dilos Marines SA
47%

Meltemi Kastri SA
55%

Strofili SA
99%

Alvitera Hellas SA
50%

Agroviomichaniki SA
100%

Porto Carras SA
90%

Engle Homes Inc.
100%

Preferred Home Mortgage
100%

Universal Land Title Inc.
100%

Engle Homes Inc.
100%

Newmark Home Corp.
100%

Westbrooke Communities Inc.
100%

The Adler Companies Inc.
25%

Pacific Title C.
49%

NHC Mortgage LP
49.9%

SW BC-3-C LTD
25%

Newmark Homes Corp.
80%

TO-USA
100%

TO-UK Ltd.
100%

Olympic Sailables SA
99.9%

TECHNICAL OLYMPIC GROUP

 

Source: ARTION Securities Research & Technical Olympic 
 

 

Homebuilding – Builds the Group’s Expansion to the US 
 
Technical Olympic group is currently among the largest homebuilders in the USA. 
With the acquisition of Newmark Homes Corp. by Technical Olympic USA (TO-
USA), Technical Olympic group entered the competitive US homebuilding market. 
The acquisition of an 80% stake in Newmark took place in 1999 at GRD110.8bn 
(€325m). Newmark is located in Houston Texas, owning 66 branches. It was ranked 
as 31st homebuilder in the States in 1999. It operates in Houston (TX), Austin (TX),  
TO group entered the US
real estate market

initially acquiring New-
mark Homes and later

Engle Homes…
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Dallas/Ft. Worth (TX), South Florida, Nashville (TN), Charlotte (NC) and 
Greensboro/Winston-Salem (NC). TO-USA acquired Engle Homes homebuilding 
company (100% stake) in November 2000 for $215m. Engle operates in Denver 
(CO), Phoenix (AZ), Dallas (T), Raleigh (NC), Metro (DC), Florida and Atlanta 
(GA). 
 
The combined Newmark-Engle 1999 long-term unit closings reached a total of 5,805 
bringing the combined number of both companies to the 11th position in the US 
homebuilders ranking. The two US-based subsidiaries build homes previously 
ordered that are sold as soon as they are built. Newmark and Engle employ 
contractors – companies that build the homes – and delivery takes some 3-5 months 
after the home is ordered. Profit results when the cost of building the homes and 
administrative expenses are deducted from revenues. We should note that home 
prices in the USA are quite sensitive to the condition of the economy. Land property 
is essential for the companies of the sector since they utilize land to build the homes 
they sell. Engle & Newmark land reserves are sufficient to ensure solid growth of the 
group. The recent terrorist attacks in the USA could affect demand, putting pressure 
on prices and consequently turnover. There are not any available official estimates 
on the expected effect of the terrorist attack on the US home building market. It may 
be noted here that since Newmark is listed on the NASDAQ there are restrictions on 
publishing projections of their future results. Increased dollar results of the US-based 
subsidiaries during recent years are reflected in their orderbook given in the table 
below: 
 
 
 
 

… aiming to become one
of the top-5 homebuilders

in the USA. 



 

___________________________________________________________________________ 
ARTION SECURITIES RESEARCH 

7

 
Newmark Homes Orderbook 
 1998 1999 2000 
 Value Houses Value Houses Value Houses 
 (EURm) Items (EURm) Items (EURm) Items 
Newmark Homes       
Houston 39,0 175 30,1 121 33,4 109 
Austin 35,3 184 65,0 295 60,7 194 
Dallas/Forth Worth 13,0 57 8,9 32 17,0 51 
San Antonio 0,0 - 0,2 1 3,6 13 
Ft.Lauderdale/ 
Palm Beach/ Miami 

53,6 315 95,8 531 102,6 453 

Nashville 7,0 22 5,2 12 8,4 20 
Charlotte   - 0,3 1 0,0 - 
Greensboro/Winsto
n-Salem 

  - 1,5 5 2,1 5 

Total Newmark 147,8 753 207,0 998 227,7 485 
       
Engle Homes       
South Florida 67,4 365 89,4 437 147,1 577 
Central Florida 61,4 355 77,8 430 99,6 422 
West Coast Florida 25,3 178 33,6 199 47,5 221 
Dallas, TX 20,2 141 26,8 159 27,1 134 
Denver, CO 39,4 221 41,9 196 58,1 204 
Virginia 18,6 91 32,4 132 73,3 244 
Raleigh, NC 5,2 32 2,6 13 0,8 3 
Atlanta, GA 2,8 19 10,7 61 12,1 57 
Phoenix, AZ 39,6 219 46,8 233 53,4 203 
Total Engle 279,9 1,621 361,1 1,860 519,0 2,065 
       
Newmark -Engle 427,7 2,374 568,0 2,858 746,7 2,550 
Source: ARTION Securities Research & Technical Olympic 
 
The US homebuilding market is quite segmented with almost 90,000 homebuilders 
in the country. However, it has tended to become more concentrated over the last 
few years. The top 5 US homebuilders’ cumulative 5-year CAGR amounts to 31% 
of which 13% is based on acquisitions. The largest US homebuilders share lower 
cost of capital and higher valuations relative to smaller ones. The group plans to 
merge its US subsidiaries under TO-USA creating economies of scale. This, along 
with possible further acquisitions and increasing operating efficiency, could boost 
TO-USA into the 5 largest companies in turnover terms in the sector. Achieving that 
goal would imply a 10x shareholder value increase. The group has estimated that 
TO-USA could benefit approximately $50m annually under conservative 
estimations by achieving the following: 
�� Build local market scale in concentrated markets 
�� Improve purchasing  
�� Increase mark up on extras 
�� Reduce investment in low-velocity projects 
�� Pursue continuous cycle (ordering-construction-closing) time improvements 
�� Extend payables 
�� Consolidate title volume 
�� Expand mortgage operations 
�� Clarify corporate leadership and consolidate organisation 
 
The group is strategically positioned in the Southeast and South US focusing on the 
states of Florida and Texas. The areas the group operates in exhibit growth rates 
above the US average. TO group aims to go ahead with another acquisition to 
further strengthen its US real estate operations. TO-USA’s initial purpose was to 
become the entity that would provide strategic objectives and direction to its 
subsidiaries Newmark and Engle. However, when it achieves a “desired” growth 
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level, TO-USA will become the operating entity for US real estate operations of the 
group. The orderbook of the two companies in June 30, 2001 stood at $916.8m with 
average price per unit at $256,000. TO-USA is currently among the top 11 US 
homebuilders in 2000 with regard to revenues and among the top 10 in terms of unit 
closings. 
 
TO-USA expansion requires substantial investments. This necessity reduces 
available profits for distribution through dividends. In a few years, TO-USA, 
currently a holding company – the parent company of Newmark and Engle, will 
fully incorporate the operations of the two subsidiaries and any further acquisitions 
that might take place in the future becoming the homebuilding arm of TO Group in 
the USA. The goal is for TO-USA to obtain an operational role differentiating it 
from the coordinating role it holds now. The shift into the planned status for TO-
USA is presented in the following chart:  
 
Technical Olympic US Home building Arm 

TO-UK Currently 
 

80% 100%

     Public
Shareholders

20%

Newmark LP Westbrooke PUDS

NEWMARK Homes

Homebuilding Preferred Home Mortgage Universal Land Title

Engle Homes

ENGLE Holdings

TO USA

TO UK

 

TO-UK Following the Merger 

     Public
Shareholders

approx.
10%

approx. 90%

Preferred Home Mortgage Pacific United Development Inc.

Universal Land Title

Westbrooke Engle Homes

Technical Olympic Inc.

TO USA

TO UK

 
 

Source: ARTION Securities Research & Technical Olympic 
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Mochlos – The Group’s Construction Arm 
 
Construction is a key sector of the Greek economy and its participation in GDP from 
1990 to 2000 stood between 10.8% and 13.6%. There are about 2,500 construction 
companies in the country of which less than 450 are of significant size while some 
are large enough to undertake large public and private construction projects. In 
recent years, the number of private projects has declined relative to public works, 
which dominate the sector. EU Community Support Frameworks are mainly directed 
toward sizable infrastructure works such as the construction of highways, 
waterworks, buildings, marines and bridges. Large construction projects (of 7th and 
8th grade) surged to 42% in 1997 from 32% in 1996.  
 
The government has prepared a bill that aims to motivate construction companies to 
merge thereby forming larger construction groups in view of large infrastructure 
projects and 2004 Olympics projects that need to be carried out by strong 
construction groups. The bill introduces a new – higher – construction grade and 
companies will receive incentives, mainly through tax reductions, to try and hold 
onto this “new grade”. Only the holders of this new higher degree will be allowed to 
undertake large public construction projects while other companies/groups will be 
able to participate only as subcontractors. It is important to note that the Technical 
Olympic group satisfies the criteria to form a new “highest grade” construction 
group. 
 
Technical Olympic’s initial operation (and the only one until just a few years ago) 
was construction. The company (TO) and Mochlos, hold an 8th-grade construction 
degree each, currently the highest one. 
 
The group’s construction arm specializes in: 
�� Road construction 
�� Construction of parts of airports 
�� Water and sewage projects 
�� Homebuilding 
�� Yachting marina construction 
�� Infrastructure works 
�� Concrete production and sale 
 
Construction turnover results mainly from the joint ventures in which the company 
participates in (55% in 1998) rather than its own projects  (45% in 1998). The group 
aims to enter large build-operate-transfer (BOT) projects. 

The construction sector
has been a key sector

for the economy
in the last decade

The new bill 
is expected to give

firms the incentives
to merge



 

___________________________________________________________________________ 
ARTION SECURITIES RESEARCH 

10

 

Porto Carras 
 
In 1999, TO group acquired the previously state-owned company of “Potidea”, 
owner of “Porto Carras” real estate, renaming it “Porto Carras SA”. Technical 
Olympic holds a 90% stake and Mochlos the remaining 10% stake in “PC”. The 
company owns and operates a 17.6K m2 complex in Northern Greece. The complex 
incorporates 9Km of private beaches and more than 25 small bays. Its operations are 
divided into three segments: tourism, farming and industrial. The total acquisition 
cost for “PC” amounted to €96m (GRD32.8bn).  
 
The tourist segment includes hotel units Meliton, Sithonia and Village-Inn with a 
total capacity of 1,100 rooms and 2,000 beds. It is a luxury hotel complex and 
leisure area, probably the best of its kind in the region. Among other facilities the 
tourist area includes shops, leisure areas, two theaters, sports centers (a private 
marina, 18-hole golf course, 9 tennis courts and horse riding facilities).  
 
The farming segment includes vineyards of high quality and olive-trees along with 
other smaller plantations totaling 7.4K m2.  
 
The industrial segment of “PC” includes a series of industrial facilities such as a 
winery, bakery and oil-mill. “PC’s” 100% subsidiary, “Agroviomihaniki”, is located 
in the complex and produces agricultural products of the complexes’ plantations, 
with a special focus on quality wines. It is a financially healthy operation with zero 
lending and enjoys a respected brand name. 
 
Plans for “PC” include – at a first stage – a €59m (GRD20bn) investment plan, 
which started in 2001 and should be completed in 1H2002. The investment plan 
includes: 
�� The refurbishment of the hotels (for €41m – GRD14bn). 
�� The construction of a sea therapy centre (for €4.4m – GRD1.5bn).  
�� The construction of a conference centre (for €4.4m – GRD1.5bn). 
�� The modernisation of the winery and the renewal of its 2Km2 vineyard (for 

€4.4m – GRD1.5bn). 
�� The modernisation of the yachting marina complex and the water supply (for 

€4.4m – GRD1.5bn). 
In the second stage, “PC” plans to build 2,500 tourist bungalows by 2005, an 
“exclusive” hotel unit and a 2nd 18-hole golf course. Phase B of the investment plan 
is estimated to require €1,963m (GRD80bn). Following the terrorist attack in the 
USA, tourism globally could suffer in 2002 and could start recovering in 2003. 
However, the company plans to benefit from the boost expected in tourism due to 
the 2004 Olympics. 
 

Energy – Meltemi Kastri 
 
The company was founded in 1998. TO holds a 55% equity stake in Meltemi Kastri. 
The energy company has been licensed since 1999 to set up a 5MW wind park. The 
wind park is estimated to generate 15-40m KWH annually for an agreed fee that is 
estimated to contribute €0.9m (GRD295m) to the group annually. Electricity 
production is expected to commence soon. The company forecasts annual revenues 
of €0.9m (GRD295m) from the sale of electricity.  
 
The electricity production market in Greece was controlled by state monopoly 
Public Power Corporation (PPC) until early 2001. The market was liberalized in 
February 2001 and under the current legislation all electricity producers are required 
to sell their production to PPC at a predetermined fee. A high estimated electricity 
deficit in 2-3 years time allows for optimism about increased prices in electricity 
supplied.  
 

Porto Carras incorporates
the group’s tourism,

farming and industrial
operations

Three top quality
 hotel units…

vineyards and 
olive-trees…

as well as winery, 
bakery and 
an oil-mill.

The group has plans to
modernize and develop

the complex 
this way utilizing

its enormous potential

Meltemi Kastri,
the group’s energy arm is

expected to launch its wind
park operations soon
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Financials 
 
We should note that FY2000 results are not comparable with FY1999 due to the 
consolidation of Engle Homes. An 87% of the group’s 2000 EBT or €105m 
(GRD35.7bn) and 97% of group’s 2000 turnover resulted from TO UK. This fact 
indicates the major role the US operations play in the group’s revenue stream. In 
spite of increased profitability resulting from US operations, margins have been 
negatively affected since the relevant margins that US homebuilders operate are 
lower than those of the rest of the TO Group. As for EBITDA margin, in 2000 it 
declined to 6% from 10% in 1999 while EBT margin fell to 7% from 15% 
respectively. 
 
FY2001e group turnover should fall some 7.5% compared with 2000 due to the 
weak economic environment in the US. However, it is expected to grow some 10% 
in 2002f due to the group’s further expansion and the expected stabilization of 
consumer confidence in the US. Some further expansion is expected in 2003f with 
turnover surging 10% under conservative estimates based on economists’ forecasts 
for a recovery of the US economy and further expansion within the states in which it 
already operates as well as in other states. 
 
We should note that the homebuilding market in the US is volatile, affected mainly 
by domestic economic conditions. Profit margins in the US operations are expected 
to suffer from slower economic activity, putting pressure on the bottom line. At the 
same time significant production cost reduction to 81.5% of turnover in 2001 from 
83.1% previously enhances profitability margins. As a result, EBITDA margin is 
expected to improve to 9% in 2001e from 6.1% in 2000. However, a retreat in the 
group pre-tax margins should be posted in the future due to increased depreciation 
expenses. As a result, we expect the EBT margin in 2002f to fall to 7.1% from 7.8% 
currently.  
 
Profit quality has improved significantly in 2000 as gains from stock transactions 
have lowered 49% to €19m (GRD6.5bn). We expect that future profits will result 
from operations assuming zero gains from stock transactions. Income from 
participations and trading is expected to decline in 2001e to almost half of that in 
2000 and extraordinary income should fall by €17m (GRD5.8bn) to €3m (GRD1bn). 
Lower income from both participations & trading and extraordinary income hurt the 
bottom line but imply improved profit quality. As of 2002f we have assumed 
insignificant income from participations & trading (€1m-GRD340m) and no 
extraordinary income, in order to estimate operating group revenues as accurately as 
possible. 
 
The group’s sound financial structure is indicated in the low long-term debt. The 
group aims to issue a convertible bond, which will not alter its overall healthy 
financing. Short-term debt seems to be excessively high, almost equal to total equity.  
The largest part of this debt represents the financing of the home building 
operations. TO UK operation includes a cash deposit from the customer as soon as a 
home is ordered and the remaining amount of the home’s total cost is paid upon 
completion. It takes about 3-5 months for the completion of the home. Over this 
period, the group utilizes this short-term bank financing – with the customer 
guaranteeing its repayment to the bank. This way, the company minimizes the 
payment risk, which the bank assumes, and receives the necessary funding for the 
completion of the home.  
 
The merger process of TO UK and a possible future acquisition of a new US home 
building company could alter the group Balance Sheet. However, since there are not 
yet any specific decisions regarding the two issues we have not included any 
alterations in our future estimates.  
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TO Group Financial Statements 
TECHNICAL OLYMPIC GROUP BALANCE SHEET (in EUR) 

 
Source: ARTION Securities Research & Technical Olympic 

 
 

TECHNICAL OLYMPIC GROUP INCOME STATEMENT 

 
Source: ARTION Securities Research & Technical Olympic 

 
 
 
 

1999 2000 2001e 2002f 2003f
Total Turnover 546,820,106 1,625,436,650 1,503,528,901 1,650,874,734 1,820,914,831
COGS 446,802,863 1,351,249,227 1,225,376,055 1,349,590,095 1,493,150,162
Gross Operating income 100,017,243 259,879,587 278,152,847 301,284,639 327,764,670
Other Operating Income 3,305,821 1,882,736 1,760,822 1,933,382 2,132,521
Operating Income 103,323,064 261,762,323 279,913,668 303,218,021 329,897,190
Aministrative & Selling Expenses 55,511,049 174,798,428 165,388,179 181,596,221 196,658,802
EBITDA 55,241,507 103,261,475 135,634,203 148,233,082 165,352,238
Plus: Income (loss)  from participations& trading 37,805,681 19,114,631 10,271,460 1,027,146 1,078,503
Plus: Interest Income 386,066 482,501 434,251 130,275 104,220
Less: Loss from participations & trading 0 465,034 0 0 0
Less: Interest Expenses 2,737,139 5,959,347 11,879,270 5,135,545 6,492,799
Extraordinary Income (Expenses) -2,482,804 20,926,873 3,600,000 0 0
Less: Depreciation 7,635,184 17,273,308 21,108,714 26,611,282 32,113,850
Plus: Depreciation charged on COGS 7,429,492 16,297,581 21,108,714 26,611,282 32,113,850
EBT 80,578,127 120,087,791 116,951,931 117,643,677 127,928,313

1999 2000 2001e 2002f 2003f
ASSETS
Gross Fixed Assets 135,943,164 208,081,946 281,449,518 354,817,089 428,184,661
Less: Accum. Depreciation 10,826,448 17,239,702 38,348,416 64,959,698 97,073,547
Net Fixed Assets 125,116,716 190,842,244 243,101,102 289,857,392 331,111,114
Participations 10,788,574 2,847,690 13,119,150 13,119,150 13,119,150
Total Fixed Assets 135,905,291 193,689,934 256,220,251 302,976,541 344,230,263
Inventories 251,408,580 750,213,919 424,804,216 536,547,632 576,156,050
Accounts Receivable 365,968,551 113,999,854 67,247,466 77,486,757 80,159,568
Securities 5,751,436 24,671,334 324,122,744 255,396,125 261,163,275
Cash 42,011,367 71,382,126 88,041,086 82,171,680 85,106,383
Total Current Assets 665,139,934 960,267,232 904,215,512 951,602,195 1,002,585,276
Transitory Accounts 8,530,542 6,623,403 7,336,757 7,336,757 7,336,757
TOTAL ASSETS 809,575,767 1,160,580,568 1,167,772,520 1,261,915,493 1,354,152,296

LIABILITIES & EQUITY
Share Capital 58,694,057 117,388,114 117,388,114 117,388,114 117,388,114
Capital in Excess 318,433,374 259,739,317 259,739,317 259,739,317 259,739,317
Reserves 27,777,378 29,030,210 51,018,688 86,935,369 133,786,592
Retained Earnings 1,145,179 232,686 46,175,805 75,425,030 98,387,567
Consol. Differences -41,287,779 -33,225,777 -35,216,434 -35,216,434 -35,216,434
Minorities 35,288,174 53,071,533 61,875,642 70,679,750 79,483,859
Total Equity 400,050,383 426,236,082 500,981,131 574,951,146 653,569,014
Provisions 14,016 268,335 293,470 322,817 355,099
Long Term Liabilities 539,569 10,858 10,858 10,858 10,858
Suppliers 47,038,395 88,318,922 73,858,283 81,345,156 85,907,270
Short term Bank Debt 305,373,967 569,302,975 510,608,918 516,478,323 522,347,729
Tax & Social Security 7,627,011 9,619,736 10,271,460 10,374,175 10,477,916
Dividends payable 8,753,796 9,207,313 5,130,645 8,380,559 10,931,952
Other Liabilities 38,163,645 57,587,771 64,563,463 67,498,166 67,498,166
Total Current Liabilities 406,956,814 734,036,718 664,432,768 684,076,379 697,163,033
Total Liabilities 407,496,383 734,047,576 664,443,627 684,087,237 697,173,891
Transitory Accounts 2,014,985 28,575 2,054,292 2,554,292 3,054,292
TOTAL LIAB. & EQUITY 809,575,767 1,160,580,568 1,167,772,520 1,261,915,493 1,354,152,296
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TECHNICAL OLYMPIC GROUP MAIN FIGURES AND MULTIPLES 

 
Source: ARTION Securities Research 

 
 

1999 2000 2001e 2002f 2003f

Mkt Cap (EURm) 2,340 1,118 284 284 284
Mkt Cap (USDm) 2,354 1,041 249 249 249
Enterprise Value (EURm) 2,598 1,591 382 463 460
Profit Margins
Gross Margin 18.3% 16.0% 18.5% 18.3% 18.0%
EBITDA Margin 10.1% 6.4% 9.0% 9.0% 9.1%
EBT Margin 14.7% 7.4% 7.8% 7.1% 7.0%
EAT Margin 12.4% 6.7% 4.9% 4.5% 4.4%
Per share Data (in EUR)
Share Num. (adj.) 40,093,641 121,584,557 125,000,000 125,000,000 125,000,000
EPS (after tax) 1.69 0.89 0.58 0.59 0.65
EPS (pre tax) 2.01 0.99 0.94 0.94 1.02
EBITDAPS 1.38 0.85 1.09 1.19 1.32
CFPS 1.88 1.04 0.75 0.80 0.90
DPS 0.15 0.06 0.04 0.07 0.09
BVPS 10.0 3.5 4.0 4.6 5.2
Valuation Ratios (x)
P/E 11.1 10.0 3.9 3.9 3.5
P/S 4.1 0.7 0.2 0.2 0.2
EV/EBITDA 47.0 15.4 2.8 3.1 2.8
EV/S 4.8 1.0 0.3 0.3 0.3
P/BV 5.85 2.62 0.57 0.49 0.43
Profitability Ratios (%)
ROE (avg) 33.8% 26.3% 15.8% 13.7% 13.1%
ROCE (avg) 17.4% 11.7% 7.3% 6.5% 6.7%
ROA (avg) 16.7% 11.0% 6.3% 6.1% 6.2%
ROE - EBITDA (avg) 27.6% 25.0% 29.3% 27.6% 26.9%
ROA - EBITDA (avg) 13.6% 10.5% 11.6% 12.2% 12.6%
Liquidity Ratios
Current Liquidity 163.4% 130.8% 136.1% 139.1% 143.8%
Acid Ratio 101.7% 28.6% 72.2% 60.7% 61.2%
Gearing 98.2% 58.1% 75.4% 84.0% 93.7%
Debt / EBITDA 5.54 5.51 3.76 3.48 3.16
Interest/ EBITDA 0.05 0.06 0.09 0.03 0.04
Interest Coverage 30.44 21.15 10.85 23.91 20.70
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_______________________________________________ 
This material has been prepared and produced by ARTION SECURITIES S.A., which is regulated by the 
Capital Market Commission and is subject to the rules of conduct applicable to investment firms (EPEYs) 
as established under Greek regulations. This document is not to be used or considered as an offer to sell 
or solicitation of an offer to buy any securities. Information and opinions contained herein have been 
compiled or drawn from sources believed to be reliable. Any opinions expressed herein reflect a 
judgement at the date of purchase and are subject to change. Artion Securities and/or its affiliates or 
their employees have or may have positions in the securities mentioned herein or may solicit business 
from companies mentioned herein. 
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