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Home, sweet home
•  With 91% of 2002F total group sales deriving from its US homebuilding subsidiary (TOUSA),

it is clear that investors should predominantly consider Technical Olympic as a US home-
builder which is also active in other ventures in Greece.

•  The US homebuilding subsidiary is well positioned both in respect of the areas in which it
currently operates as well as the market segments it targets. Organic growth is supported by
positive demographics, while the group is also considering strategic acquisitions.

•  Group revenues in 2002 are forecast to decline by 10.9% as a result of a strategic divest-
ment. Profitability is also going to be lower due to high (one-off) SG&A costs and costs re-
lated to the merger to create TOUSA and the (new) Mochlos.

•  We initiate coverage on Technical Olympic with a Buy recommendation and a target price, as
returned by our sum-of-parts valuation, of EUR 4.8 per share (52.8% upside potential).
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Investment case

Homebuilding has become
the centrepiece in TO’s
new and simpler organiza-
tional structure

Technical Olympic’s (TO) attractiveness mainly derives from its exposure to the
US homebuilding sector as well as from its potential for both organic and acquisi-
tive growth within this industry. Technical Olympic USA (TOUSA), the homebuild-
ing subsidiary is currently the 12th largest builder in the country with an estimated
2002 turnover of US$ 1,431.7m. Homebuilding is the centrepiece of the group’s
new structure in which Technical Olympic is the group’s holding company. Techni-
cal Olympic went through a corporate restructuring during the last few months that
helped create a simpler and more flexible organisational chart. This reorganization
is expected to make the group more transparent and to attract further attention
from potential investors, something that is believed to eventually limit discrepan-
cies such as the fact that TO is currently valued significantly lower to its listed US
subsidiary.

Chart 1. 2002 forecast breakdown of group revenues

Source: Egnatia Securities Estimates

Positive prospects of the
US housing market

The favourable view on the prospects of the homebuilding market is primarily sup-
ported by fundamentals. Backed by favourable demographics, homeownership is
seen to grow to record levels by the end of this decade. The short-term view on the
sector is also positive, helped by increasing house prices, low mortgage rates and
signs that unemployment is declining from the registered highs. In addition, inven-
tories remain at substantially lower level at this cycle due to a number of reasons,
which are seen maintained.

TOUSA is well positioned
within the homebuilding
sector

Technical Olympic USA is well positioned both in respect of geography and tar-
geted market to reap the benefits of favourable demographics. The company has
presence in six US states, focusing specifically on high-growth metropolitan areas
such as Phoenix, Denver, Houston and Ft. Lauderdale. These areas have been
experiencing (and are expected to continue to do so) net population inflow and
good economic prospects. The weighting of each of these markets on TOUSA’s
revenues is roughly equal, helping the company effectively reduce its overall risk.

Homebuilding
91%

Construction
6%

Others
3%
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Strategy calls for both
organic and acquisitive
growth

Management’s medium-term goal is to become one of the country’s 10th largest
homebuilders (now in 12th place) through both organic and acquisitive growth.
TOUSA is expected to continue to benefit from its exposure in the magnet states
of the south and the south-west and to seek to increase the neighbourhoods it is
actively marketing its houses. Furthermore, as the homebuilding sector is highly
fragmented, the company continues to consider acquisition opportunities (mainly in
the south-western states) as they come.

Positive impact from the
recent merger in the US

We expect the positive impact of the recent merger between Newmark and Eagle,
(that formed Technical Olympic USA), to be felt soon. The merger created an en-
tity with the necessary scale and muscle that will help reduce costs and boost effi-
ciencies. The effects of the merger are expected to start being seen in 2H02.

The Greek construction arm
to benefit in the short term
from the increased public
spending

The group’s construction arm (Mochlos) is expected to benefit from the increasing
amount spent by the Greek government on infrastructure projects within the next 2
to 3 years. Nevertheless, the uncertainty facing the Greek construction sector after
2004-05 is affecting our view on Mochlos.

The potential of the real es-
tate venture appealing

Porto Carras the company’s venture in real estate, could prove to be a significant
cash flow generator for the years to come. The appeal of the Porto Carras invest-
ment is TO’s plans to construct and sell 2,500 resort homes within the next 7 years
(starting in 2003). Admittedly there are risks to this endeavour (licensing, timing,
financing). Still, the acquisition of the Porto Carras complex has proved to be a
shrewd business move that has the potential to make returns above its current
market price (significantly higher than its acquisition price).

At a group level 2002 num-
bers to be negatively ef-
fected by a divestment in
the US and the merger
costs to create TOUSA

At a group level, 2002 revenues are expected reach EUR 1,694.2m or 10.9%
lower than last year mainly due to the divestment of the Westbrook home building
subsidiary and the impact of the stronger Euro. Revenues are forecast to grow at a
2002-04 CAGR of 9.6%. EBITDA is seen 15.9% lower for 2002 to EUR 156.2m
impacted by increased SG&A costs (compensation & IT related) in its US subsidi-
ary. EBITDA is seen growing at a 2002-04 CAGR of 14%. Costs to merge the US
operations and to divest Westbrook amounted at US$ 28m, hitting the group’s
bottom line. Net income for the group is estimated at EUR 59m in 2002 (-34% yoy)
but is forecast to grow at a 2002-04 CAGR of 30%.

We initiate coverage on
Technical Olympic with a
Buy recommendation and
a target price of EUR 4.8 per
share

We have valued the holding company using a sum-of-parts approach. Our valua-
tion points to a target price for the group of EUR 4.8 per share, which implies some
52.8% upside potential. The holding company is currently valued lower to its US
homebuilding subsidiary, which in turn appears attractively valued against its US
peers. These trading conditions make investing in the holding company an attrac-
tive case. We initiate coverage on Technical Olympic with a Buy recommendation
and a target price of EUR 4.8 per share.
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Valuation

The group’s listed compa-
nies: TO, TOUSA, Mochlos

At this point in time TO
shares are more attractive
than the shares of the US
subsidiary

Under the group’s new structure Technical Olympic is a holding company with its
shares trading on the Athens Stock Exchange (FTSE/ASE 40). The group’s con-
struction arm Mochlos is also trading on the ASE. Potential investors could directly
access the homebuilding subsidiary as the company Technical Olympic USA is
listed on the Nasdaq.

The story behind TO is based on its homebuilding activities leading a potential in-
vestor intuitively to buy shares of TOUSA. Still, at this point in time we consider
shares of the holding company (TO) as more attractive to an investor since:

•  The holding company TO has a larger free float and it is more liquid. Only
8.25% of TOUSA is traded on the Nasdaq vs. 60% of the holding company
traded on the ASE. Average yearly trading volume (shares) of TOUSA has
been 11,976 compared to 397,198 of TO.

•  There are plans for a secondary offering of TOUSA’s shares in order to en-
hance its free-float. If these plans go ahead, this is going to take place next
year. Although TOUSA’s free float needs to be increased, this could create
overhung concerns to potential investors.

•  Finally, according to our valuation models, TO is currently trading at a signifi-
cant discount to TOUSA, which in turn, trades at attractive valuation against its
US peers. (see below). This ‘under-valuation’ of the holding company far ex-
ceeds any discount that we could place on TOUSA’s market cap due to its low
free float and small size.

Methodology
Using the sum-of-parts
approach to value the
holding company

Our preferred valuation methodology for the holding company, Technical Olympic,
has been the sum-of-the parts approach, separating home building, construction,
real estate and other operations.

Homebuilding is the group’s main activity therefore we have tried to derive a fair
value of equity for TOUSA through both a DCF exercise and sector multiples.

Our valuation approach on the other subsidiaries has been multiples, acquisition
price and book value.

Valuing the Homebuilder
Valuing TOUSA Homebuilding activities are forecast to contribute 91% and 95% to the group’s

2002 revenues and profitability respectively. We expect this trend to continue to
persist with the US operations registering the bulk of the group’s future growth.

To value TOUSA’s activities we have used a DCF model using the assumptions
below:
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We have estimated a 2002-04 total revenue CAGR of 10%, while we have forecast
a 2004-12 total revenue CAGR of 2.1%.

2002-04 EBIT CAGR has been estimated at 38.5%. For the period 2004-12 EBIT
CAGR has been forecast at 2.4%.

Average EBIT margin for the period 2002-04 was estimated at 8.5%, while for the
period 2004-12 average EBIT margin was left stable at 10%.

For our valuation, we used a weighted average cost of capital of 8% to allow for:

•  Risk free rate of 5.09% from the 30-year US bond.

•  Equity risk premium of 4.5% due to the company’s smaller size.

•  Beta of 1.1. The sector’s beta has ranged from 1.35 to 1.0 the last 10 years.

•  Cost of borrowing 5.1%.

•  Target capital gearing 40%.

Table 1. DCF valuation of TOUSA
US$ m 2002F 2003F 2004F 2005F 2006F 2007F 2008F 2009F 2010F 2011F 2012F
US single houses closings 1,320 1,271 1,262 1,256 1,251 1,247 1,244 1,243 1,243 1,243 1,243
TO USA closings 5.218 5.599 5.954 6.132 6.255 6.317 6.380 6.412 6.444 6.477 6.509
TOUSA market share 0.40% 0.44% 0.47% 0.49% 0.50% 0.51% 0.51% 0.52% 0.52% 0.52% 0.52%

Homebuilding revenues 1,388.3 1,540.5 1,682.0 1,749.7 1,802.6 1,838.8 1,875.8 1,904.0 1,932.7 1,961.7 1,991.3
Land sales 7.3 7.7 8.1 8.75 9.01 9.19 9.38 9.52 9.66 9.81 9.96
Financial services revenues 36.1 38.5 42.0 43.74 45.07 45.97 46.90 47.60 48.32 49.04 49.78
Total TOUSA turnover 1,431.7 1,586.7 1,732.1 1,802.3 1,856.7 1,894.0 1,932.1 1,961.2 1,990.7 2,020.6 2,051.1

EBIT 88.3 148.7 169.5 180.3 185.6 189.4 193.2 196.1 199.0 202.0 205.1
EBIT margin 6.2% 9.37% 9.79% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
Depreciation 7.6 7.9 8.2 8.75 9.0 9.1 9.3 9.5 9.6 9.8 9.9
Gross cashflow 96 157 178 188.9 194.6 198.6 202.5 205.6 208.7 211.8 215.0
Change in working capital -55.3 -94.4 -75.2 -34.8 -27.1 -18.5 -18.9 -14.4 -14.7 -14.9 -15.1
Net operating cashflow 40.5 62.2 102.5 154.1 167.6 180.0 183.6 191.2 194.0 197.0 199.9
Income tax -51.4 -24.6 -68.0 -72.1 -74.3 -75.8 -77.3 -78.4 -79.6 -80.8 -82.0
Investments -10.0 -15.0 -12.0 -11.9 -12.3 -12.0 -12.2 -12.4 -12.6 -13.1 -14.7
FCFF -20.9 22.6 22.5 70.1 81.0 92.3 94.2 100.3 101.8 103.0 103.1
Discounted FCFF -20.7 20.6 19.0 54.9 58.7 61.9 58.5 57.7 54.2 50.7 47.0
Sum of PV (2002-2012) 462.7
Terminal value 585.9
Net debt -335.9
Shareholder value 712.7
DCF value per share (US$) 25.57
EUR (1 US$=1EUR) 25.57

Source: Egnatia Securities
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Upside potential for the
share of the US subsidiary

According to our DCF exercise, there is considerable upside potential for TOUSA’s
shares. The company is currently (November 4st) trading at US$ 15.97 per share
implying an upside potential from our valuation of 60%.

The main arguments to support some discount from the fair value derived from the
DCF analysis are the company’s limited free float and relatively small size.

Technical Olympic USA also looks attractive compared to its peer group. The
company is currently trading at a 2003 discount both in respect to P/E and P/BV.

Table 2. Peer group multiples

P/E P/BV

2002 2003 2002 2003

DR Horton 7.8 7 1.5 1.3
Plute Home 6.6 5.8 1.1 0.9
Centex 7.9 6.1 1.3 1.1
Lenar 7.1 6.3 1.7 1.4

Average 7.4 6.3 1.4 1.2

TOUSA 8.0 5.1 1.2 0.9
Premium / (Discount) 8.1% -19.4% -15.6% -24.1%

Source: Consensus estimates, Egnatia Securities Estimates

Valuing the group: sum-of-parts
We have weighted different valuation methods to derive a fair value for TOUSA.
We derived a fair value on the company through a DCF model (presented earlier)
but we also considered and applied sector multiples (2003) for our valuation
model. The applied discount on the sector multiples has been decided due to
TOUSA’s smaller size.

To value the construction arm, Mochlos, we also used discounted sector multiples.
The discount was deemed necessary due to the company’s size, relatively small
backlog of public projects and the fact that is not currently participating in any BOT
projects.

To derive a fair value for Porto Carras, we used the acquisition price of the resort
as well as the acquisition price of the Porto Carras Casino and we added the total
projected investments in the resort until 2003. As we believe that the derived
amount (EUR 147.2m) is below the market value of the resort, we have applied a
multiple of 1.2x on this amount. Still, we should mention that if TO’s strategy goes
as planned the value of Porto Carras will be much higher than the derived value
(see at Porto Carras section).

We valued all other ventures at book value.

Finally, we applied a discount (15%) to the derived equity value for the group in or-
der to account for the fact that Technical Olympic is a holding company.
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Table 3. Sum-of-Parts Valuation
Company Valuation Method Sector

Multiples
Applied

Discount
Multiple
Applied

Value
(in m)

Weight per
method

Weighted
Value

TO’s
Stake

Value to TO
(In EUR m)

TOUSA*
DCF 712.7 20% 142.5
P/BV (2003) 6.5x 20% 5.2x 456.1 40% 182.5
P/E (2003) 1.25x 20% 1.0x 501.5 40% 200.6

Total 525.6
In EUR (I US$= 1 EUR) 525.6 91.75% 482.2

Mochlos
P/E 10.5x 10% 9.45x 74.37 50% 37.1

EV/EBITDA 5.5x 10% 4.95x 75.14
Add back net debt (3.5)

78.5 50% 39.2

Total 76.4 60.8% 46.7
Porto Carras
Acquisition price (Porto Carras) 96

(Casino licence) 21.1
Investments (2003) 30
Total 147.1 1.2x 96% 176.8

Others Book value 10

Total equity value 708.3
Discount 15%
Derived value 602.1
Target price/share 4.8
Current price 3.14
Upside potential 52.8%

*in US$ m, Source: Egnatia Securities

Our DCF model returns a
target price on TO of EUR
4.8 per share

TO is currently valued
lower that its subsidiary

We initiate coverage on TO
with a Buy recommendation
and a target price of EUR
4.8 per share

The target price on Technical Olympic provided from our sum-of-parts model is
EUR 4.8 per share or 52.8% higher than current price levels.

In our consideration on investing on the Technical Olympic we have also to take
into account the market’s current valuation on TO and TOUSA. We see that
TOUSA is currently valued 13% higher than the holding group. Although it could be
argued that the value of TOUSA is been positively affected by its small free float,
even if we apply a discount to TOUSA’s value (10%), it is still valued at EUR 400m,
or 2% higher than the holding company.

In our view there should not be such a discrepancy, as TOUSA currently repre-
sents 91% of the holdings’ revenues and its contribution is expected to rise.

We initiate coverage on TO with a Buy recommendation and a target price of
EUR 4.8 per share.
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Risks
As 91% of Technical Olympic’s revenues come from the group’s homebuilding op-
erations in the US, a significant downturn in this activity poses the highest risk for
the company. We address the concerns regarding a potential slump in demand for
homes in the US later in the report. A snapshot of the key issues / risks related to
the group’s operations along with our view and approach on them are presented
below:

Risks / issues       Our view

•  Demand for houses to be negatively affected in a
rising interest rates environment

•  Fed rates are currently running at 30-year lows, pro-
pelling demand for mortgage loans. Raising rates will
have a negative affect on the sector but such a move
looks distant in the sort term due to the continuing fra-
gility of the US economy. Furthermore, rates must sig-
nificantly increase in order to have a devastating im-
pact on demand. According to some estimates, the
Fed could start raising rates some time in 2Q03
something that could have an impact in the US home-
building activity in 2004.

•  Relatively high debt burden in the US operations •  Homebuilding is a highly leveraged sector in which
TD/TD+E ratio runs at an average of lower than 50%
TOUSA’s ratio for 2002 is estimated at 51.2%. It could
be argued that the company’s high levels of debt
(higher than the sector average) could limit its financial
flexibility during a down cycle of the market. On the
other hand, the company has taken steps to restruc-
ture its debt with new senior and subordinated notes
issued at lower rates. Furthermore, the company’s fi-
nancial position is expected to be further enhanced by
the recent merger.

•  Overhang concerns from a potential offering of
TOUSA’s shares

•  Management could go ahead with an offering as early
as next year. It is not yet clear, if this happens, what
percentage of TOUSA’s capital will be offered. The
offering could create overhang concerns to investors.
Our recommendation is the exposure on the holding
company, Technical Olympic.

•  F/x translation risk •  Fluctuations in the US$/Euro exchange rate will have a
profound impact on TO’s financial statements given
that TOUSA accounts for the majority of the group’s
revenues. For this year, the impact from the strength-
ening of the Euro versus the US$ will be negative on
the group’s accounts.
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•  Declining construction activity in Greece after
2004-2005

•  The decreasing number of the public infrastructure
projects after 2004-2005 will negatively impact Mo-
chlos’ revenue stream. Still, Mochlos’ overall exposure
to public infrastructure activity is small compared to
other Greek construction groups. Building houses in
Porto Carras resort could help create revenues for the
company for some year to come (estimated invest-
ment in Porto Carras of cEUR 250m).   Furthermore, is
believed that Mochlos (due to its experience in road
construction) could be able to get a slice of the road
BOTs, the government is planning to auction in due
time.

•  Engineering activity in the US not profitable •  About half of Mochlo’s 1H02 revenues (cEUR 75m)
have been generated in the US, sub-contracting
TOUSA’s projects. This activity had a minimal impact
on Mochlos bottom line. A discontinuation of the US
operations is under consideration. This will decrease
Mochlos’ turnover but it will not have any material im-
pact on the company’s bottom line.

•  Overhang concerns from the recent merger to
create the new entity (Mochlos)

•  The new share capital structure of Mochlos can create
overhang concerns to potential investors. The un-
proved commitment of the new shareholders, as well
as the fact that is not clear whether there are any lock
up agreements create these concerns. Still our rec-
ommendation at present is to invest in the holding
company, TO.

•  High investments in the Porto Carras resort •  According to TO’s estimates, total investments in
Porto Carras will reach EUR 315m (in two separate
phases). It is not clear how these investments are go-
ing to be financed as no definite business plan has
been disclosed. Our approach on revenues and profit-
ability of Porto Carras is a conservative one.

•  Accounting issues •  The consolidated statements of the holding company
is a combination of US and Greek GAAP. This ap-
proach could produce obstacles in presenting and
evaluating the group’s performance.
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Technical Olympic group

Technical Olympic: a
sizeable Greek
construction company…

…turned to a significant
player in the US home-
building market

Taking a bet on a luxury
resort

Restructuring to create a
simpler and more flexible
structure

The transition of Technical Olympic from a sizeable Greek construction group to a
holding company mainly exposed to US homebuilding has been swift and decisive.

Technical Olympic was found in 1965 as a construction company and since then it
has participated in a number of public and private construction projects both in
Greece as well as aboard (Saudi Arabia, UK). The company was listed in the Ath-
ens Stock exchange in 1994.

The tuning point came in 1999 when, after a share capital increase, management
took the strategic decision to diversify by entering into the US housing market.

After acquiring the house builders Newmark and Engle in 1999 and in 2000 re-
spectively, Technical Olympic became the 12th largest player of the US home-
building sector. The two acquired companies were finally merged in August of
2002.

In Greece, in September 2002, TO seceded its construction activities and merged
them (along with other small companies) with its subsidiary Mochlos creating a
pure construction company. The new entity will be able to apply for a 7th grade
construction degree (the highest). The 7th grade degree will give Mochlos (the
name of the new entity) the opportunity to bid for large public projects.

In 1999 the company made significant inroads into real estate by acquiring from
the Greek State the Porto Carras luxury resort. Porto Carras offers TO the oppor-
tunity to develop its prime real estate and also the ability to generate revenues
through the resort’s other operations such the hotels, the marinas and the casino.

Finally, TO over the last few years has taken steps into entering into new business
areas such as the wind energy market and the management of yacht marinas.

According to the new corporate structure, Technical Olympic is becoming a holding
company (has applied to stock exchange authorities to change its status to hold-
ing) with four distinct areas of operations: homebuilding, construction, resorts and
other activities.

Chart 2. The new company structure          

Technical Olympic
    (Holding company)

Homebuilding
(Technical Olympic
USA)

Construction
(Mochlos S.A.)

Resorts
(Porto Caras S.A.)

Other activities
(Renewable energy,
maritime
development)

91.75% 63.57% 96%
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Technical Olympic USA: the homebuilder

•  TOUSA is forecast to contribute c91% to TO’s 2002 turnover and c95% of its
net profits.

•  It is the 12th largest homebuilder (in terms of 2001 revenues) in the USA with
5,304 closings

•  It operates in the southern US states, the fastest growing areas of the sector.

•  The recent restructuring of its activities (merger of the two companies under its
umbrella) is expected to immediately start bearing fruits.

•  The company’s strategy is focusing on organic growth but given the right op-
portunities, we would expect TOUSA to consider acquisitions of smaller com-
petitors in the south-western US states.

•  We estimate TOUSA’s total turnover to grow at a 2002-04 CAGR of 10% while
EBITDA is seen growing by 19%.

Operations

Two acquisitions…

…and a merger to create
TOUSA

Entering into the US…

In December of 1999 TO paid US$ 86m to acquire an 80% stake in Newmark
Homes Corporation a Nasdaq listed homebuilder operating mainly in Texas and in
the mid-Antlantic (Tennessee, North Carolina, Florida) region.

A year later, TO made a second acquisition, that of Engle Homes, another Nasdaq
listed company for US$ 215m. Engle was active in Texas, Florida, Virginia, Colo-
rado and Arizona.

Engle was delisted in 2001 and eventually the two companies (Newmark and
Engle) merged in August of 2002. The new entity, was renamed Technical Olympic
USA, and is listed on the Nasdaq. The parent company, TO, controls 91.75% of
the new merged entity.

Table 4. 2001 performance of the top 12 homebuilders

Company No. of closings Turnover

D.R Horton* 28,283 6,331
Pulte Homes* 26,831 6,707
Centex Corp. 26,060 7,757
Lennar Corp. 23,899 6,029
KB Home 21,486 4,574
Beazer Homes* 15,506 2,728
Ryland Group 12,686 2,742
NVR 10,372 2,624
Hovnanian Ent.* 9,325 2,306
MDC Holdings 8,174 2,126
Shea Homes 5,563 1,753
Technical Olympic USA** 5,304 1,431

* Pro forma for acquisitions **excluding Westbrook  Source: The company
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Merging the US operations
The new merged entity to
create cost efficiencies…

…and to leverage on its size

Divestment of Westbrook to
eventually have a limited
impact on revenues

The recent merger between Newmark and Engle will start having a positive impact
on TOUSA immediately. The merger is producing a leaner organization with lower
cost base. Furthermore, it creates economies of scale that will induce, among oth-
ers, a more efficient procurement strategy. Management reckons that procurement
efficiencies could have a positive impact in the accounts both in 2H02 and in 2003.
According to management, the total net gain on these efficiencies at EBT level will
reach US$ 50m by the end of 2003. In our estimates we have taken a more con-
servative approach on the gains of the restructuring.

Increased size will also put TOUSA in a position to easier and better access capital
at levels similar to that of other leading national homebuilders.

Upon the merger, TOUSA divested its Westbrook Acquisition Co., a south Florida
subsidiary for US$ 41m in cash and US$ 54m in debt. Westbrook generated reve-
nue of US$ 416m in 2001 and contributed US$ 10m to EBT. Management took the
decision to sell Westbrook as the merger between Newmark and Engle created a
very strong player in south Florida that will eventually be able to regain a significant
amount of the revenues lost.

Market positioning and strategy

Operating in a number of
high-growth locals

Geographic focus

TOUSA is currently operating on the high-growth markets of northern Virginia,
Nashville, Denver and Phoenix as well as on the large metropolitan areas of Texas
and Florida. It is among the top five homebuilders in Dallas/Ft. Worth, in Phoenix
and in northern Virginia.

Table 5.  TOUSA’s markets

Company TOUSA market
ranking

Total market
permits

TOUSA
closings

Home building
revenue

Orlando 11 16,716 784 175,683
South Florida 12 16,020 716 177,934
SW Florida 10,221 431 84,167
Houston 6 25,446 576 155,596
Dallas/Ft. Worth 2 37,892 508 116,060
Austin 6,030 468 143,831
San Antonio 8,631 71 17,902
Denver 15 14,385 539 160,068
Phoenix 3 34,675 518 129,739
Virginia 4 24,548 432 136,643
Nashville 10,263 112 42,452

Source: The Company
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The strategy is to remain in
the markets of the south
and the south-west

The company’s intention is to remain in the south and the south-western states as
these markets are expected to continue to register the bulk of US growth for new
single family start-ups. These markets registered strong demand for houses during
the last 10 years due to growth population (internal and external immigration) and
increased employment opportunities. These trends are not expected to be signifi-
cantly altered in the foreseeable future.

Chart 3. 2001 Revenues by local

Source: The Company

The focus on the first-time
and the second-time mov-
ers…

…to continue as the com-
pany tries to expand and as
it seeks to reduce cyclicality

Targeted market segments

The company targets primarily the segments of the first-time and the second-time
movers. These segments currently represent 44% of the group’s total home sales.
The average selling price of TOUSA’s houses in 1H2002 came to US$ 266,000.

Management’s strategy is to continue to focus on these market segments. The
strategy represents the company’s effort to leverage on its experience in this mar-
ket category to increase its market share and to lessen the negative impact from
the sector’s cyclicality (economic downturns hits the luxury market segments the
hardest).

The current average selling price for the group houses is at the higher end of its
targeted market. Management’s longer-term forecast is that this price will gradually
move to slightly lower (at current prices) levels. This supports the group’s focus on
the first-time homebuyers and movers up segments, which at current price levels
represent the US$ 240,000 – US$ 250,000 price range.
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Chart 4. 2001 Revenues by price range

Source: The Company

The ratio of the land owned
and the optioned land at
50:50

The target of 4 years of
land at hand…

…states the company’s de-
sire to grow

Land Strategy

The ratio between the land (to be developed) which is directly owned by the firm
and the land with the option to be bought from third parties is about 50:50 and is
expected to remain at this level.

Management targets 4 years of land as the ideal number of years of land-at-hand
for development. Currently the number of years is less than 3, mainly as a result of
the September 11 events (the company stopped buying land due to the uncertainty
created by the 9/11 events). We would expect the company to reach its goal of 4
years of land-at-hand within the coming months.

For deciding the years of land-at-hand there is always consideration between lev-
erage and growth. Fewer years could help the firm better manage its leverage and
reduce its exposure from a downturn in the market but this at the expense of
growth since land prices rise and as the land environment becomes harder and the
land entitlement process lengthier. Four years of land-at-hand is at the high end of
homebuilder’s consideration for land, pointing to TOUSA’s bullish stand.

Plans to increase the tar-
geted neighbourhoods…

… as it leverages on busi-
ness experience  and
demographics

Organic growth

TOUSA is active (June 30, 2002) in 154 neighbourhoods and management aims
this number to grow to 180 by 2003 and to double (through organic growth) within
the next 3-4 years.

Demographic trends are supportive of the company’s efforts to achieve its growth
targets. Furthermore, the company is expected to leverage on its experience from
its current localities and expand into geographically nearby markets.
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Table 6. Homeownership rates in selected US States (1984-2000)

US States 1984 1990 % Ch. 2000 % Ch.
Florida 66.5 65.1 -2.1% 68.4 5.1%
Texas 62.5 59.7 -4.5% 63.8 6.9%
Arizona 65.2 64.5 -1.1% 68 5.4%
Colorado 64.7 59 -8.8% 68.3 15.8%
Michigan 72.7 72.3 -0.6% 77.2 6.8%
New York 51.5 53.3 3.5% 53.4 0.2%
New Jersey 63.4 65 2.5% 66.2 1.8%
Pennsylvania 71.1 73.8 3.8% 74.7 1.2%

Source: US Census Bureau

Fill-in acquisitions to be
expected

Organic growth could also incorporate some small fill-in acquisitions around its
existing markets or at the states in which TOUSA is currently present. Such an ac-
quisition is the recent one in Jacksonville Florida with TOUSA acquiring the mar-
ket’s fourth largest homebuilder.

Chart 5. Technical Olympic USA turnover (1996-2001 pro-forma)

Source: The Company, Egnatia Securities Estimates

Open to acquisition
opportunities in other
south-western US States

Value-creating acquisitions

Management has not concealed its intention to take advantage of acquisition op-
portunities in additional US states, given that the acquisition targets will create
value and that these companies operate within the company’s focus region.

As more likely targets appear regional, smaller than TOUSA, companies which
operate in the south-western states (California, Nevada).

Expanding its geographical reach will reduce the company’s risk to any particular
market but also help the company get exposed to other fast growing markets
(such as Nevada).
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Risks and considerations

Cyclical industry that have
performed exceptionally
well during this cycle

Cyclical industry

Although housing is a cyclical industry we have not witnessed any signs of decel-
eration during the current cycle. The number of single-family starts grew by 3.2%
in 2001 and is expected to grow by 3.6% in 2002 (according to the National Asso-
ciation of Home Builders). The recent strong demand was fuelled by low interest
rates, consumer confidence and relatively low unemployment. Still, the current
strong demand does not negate the cyclicality of the industry and the impact that
could have on the sector companies a potential slowdown in demand.

Smaller size players could
be in a disadvantage

Size maters

TOUSA is the 12th largest homebuilder in the country with 5,304 closings in 2001
versus more than 20,000 closings for each of the top 5 companies of the industry.
Smaller size could be proved to be a competitive disadvantage for the company by
restricting its ability to have better access to capital, increasing its cost of capital,
raising its operating costs and putting it in a weaker position in its dealings for land.

High leverage could affect
financial flexibility

Leverage

This is a leveraged industry in which TOUSA is currently at the higher end of the
sector. The company’s TD/TD+E ratio is expected to be 51.2% in 2002 (below
50% for the sector). Furthermore, the company could tap into its revolving credit
facility in case it needs extra financing for any acquisition activity. The high levels
of debt could affect the company’s financial flexibility in a potential industry down-
turn.

Very small free float dis-
courages potential inves-
tors to invest in TOUSA
directly

Free float

In case of investing directly in TOUSA, low free float remains a major concern. The
holding company, TO, controls 91.75% of TOUSA’s share capital. It is highly likely
that the company will try to float a considerable stake after the elapse of the lock
up period, which is in December. Such a consideration tough, could create over
hang concerns for TOUSA’s shares.

Interim performance

Marketing in less neigh-
bourhoods in 1H02 hurt
revenues

Total TOUSA revenues (adjusted for the sale of Westbrook) reached US$
675.37m in 1H02 or 1.2% lower than a year earlier. Homebuilding and lot sale
revenues declined 1.8% for the period to US$ 657.4m. The decrease in revenues
was a result of lower land sales and the decrease in the number of home closings
(2,461 closings the first six months of 2002 vs. 2,568 last year) albeit at a higher
average selling price. The fewer home closings was the outcome of the company’s
tactic to actively market in less communities (127 at June 30 vs. 150 the same pe-
riod last year) for the period.
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Slight improvement in the
margins

High one-off SG&A costs…

…and costs related to the
merger…

…will hurt net income

Gross margin from the home building activities improved by 20bps reflecting
mainly some marginal improvement in the cost of good sold of homes.

Selling, general and administrative expenses considerably increased (+9.3%) for
the period due to high one-off costs (related to compensation and information
technology and to legal and insurance expenses).

Severance and merger related charges came to US$ 24.2m in 6M02, while the
loss on early extinguishment of debt was US$ 5.4m

Amortisation and depreciation decreased by 26%.

The company reported net income from continuing operations of US$ 20.48m (-
50.1%). Net income for the period (including net income from discontinued opera-
tions) came to US$ 25.45m (-40.6%).

Forecasts

Homebuilding revenues to
slightly ease this year but
are expected to grow at a
2002-2004 CAGR of 10%

We estimate FY2002 homebuilding revenues (houses and land) to slightly in-
crease by 0.2% as the company is currently marketing to a lower number of neigh-
bourhoods. Total sales are expected to grow by 0.4% in 2003 and continue to grow
at a 2002-2004 CAGR of 10%.

Chart 6. Backlog units

Source: The Company
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 We base our short-term forecasts for turnover growth on:

•  The number of building permits have already issued for single house starts
(usually it takes 6-8 months to get into the house after the permit is issued),

•   The company’s backlog standing at 2,394 houses on June 30

•  the company’s plans (already in process) to increase its presence in more
neighbourhoods.

Chart 7. Backlog revenues

Source: The Company
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 Our longer-term projections are conservative and have been derived from general
demographic and economic trends on the states in which TOUSA has presence.
These forecasts do not incorporate any possible acquisitions.

Table 7. TOUSA forecast revenues

In US$ m 2000 2001 % Ch YoY 2002F % Ch YoY 2003F % Ch YoY 2004F % Ch YoY

Home building
Florida
Revenues 359.2 437.7 21.9% 469.5 7.3% 547.4 16.6% 614.9 12.3%
% of total 28.7% 31.8% 33.8% 35.5% 36.6%
Home closed 1,739 1,931 11.0% 1,989 3.0% 2,188 10.0% 2,363 8.0%
% of total 33.4% 36.4% 38.1% 39.1% 39.7%

Texas
Revenues 457.7 433.3 -5.3% 402.4 -7.1% 426.7 6.1% 452.6 6.1%
% of total 36.6% 29.0% 27.7% 26.9%
Home closed 1,777 1,623 -8.7% 1,493 -8.0% 1,568 5.0% 1,646 5.0%
% of total 34.1% 28.6% 28.0% 27.6%

Arizona & Colorado
Revenues 254.7 289.8 13.8% 289.5 -0.1% 319.1 10.2% 348.3 9.2%
% of total 20.4% 21.1% 20.9% 20.7% 20.7%
Home closed 1,047 1,057 1.0% 1,036 -2.0% 1,108 7.0% 1,175 6.0%
% of total 20.1% 19.9% 19.9% 19.8% 19.7%

Virginia
Revenues 109.8 158.4 44.2% 166.6 5.2% 180.2 8.2% 193.0 7.1%
% of total 8.8% 11.5% 12.0% 11.7% 11.5%
Home closed 419 536 27.9% 541 1.0% 568 5.0% 597 5.0%
% of total 8.0% 10.1% 10.4% 10.2% 10.0%

Tennessee & N. Carolina
Revenues 69.5 55.1 -20.8% 60.1 9.1% 66.9 11.3% 73.0 9.2%
% of total 5.6% 4.0% 4.3% 4.3% 4.3%
Home closed 229 157 -31.4% 159 1.0% 167 5.0% 173 4.0%
% of total 4.4% 3.0% 3.0% 3.0% 2.9%

Total Homebuilding
Revenues 1,251.2 1,374.5 9.9% 1,388.2 1.0% 1,540.4 11.0% 1,681.9 9.2%
Home closed 5,211 5,304 1.8% 5,218 -1.6% 5,599 7.3% 5,955 6.3%
Avg. selling price 0.240 0.259 7.9% 0.266 2.7% 0.275 3.4% 0.282 2.7%

Land sales 29.5 18.361 -37.9% 7.3 -60.0% 7.7 5.0% 8.0 5.0%
Financial services revenues 22.1 32.6 47.6% 36.1 10.5% 38.5 6.7% 42.0 9.2%

Total TOUSA revenues 1,302.9 1,425.5 9.4% 1,431.7 0.4% 1,586.7 10.8% 1,732.1 9.2%
Source: Egnatia Securities Estimates
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TOUSA to keep improving
its margins as it reaps the
gains of the merger

Margins are forecast to improve mainly as a result of the merger between New-
mark and Engle. The merger is expected to provide a number of cost benefits to
the group, predominantly at the administration, logistics and procurement level. In
our analysis we forecast an EBITDA margin improvement of 110bps and 40bps in
2003 and in 2004 respectively.

EBITDA is seen 15.7% lower in 2002 to US$ 125.8m but is expected to increase to
US$ 156.7m in 2003 and to US$ 177.8m by 2004 .

Net income after dropping to US$ 56m in 2002 is forecast to grow by 57% and
15% in 2003 and 2004 respectively.

Table 8. Forecasts for TOUSA

US$ m 2001
(pro-forma) 2002F  % Ch YoY 2003F  % Ch YoY 2004F  % Ch YoY

Home & lot sales 1392.9 1,396 0.2% 1,548 10.9% 1,690 9.2%
Financial sales 32.6 36.0 10.5% 38.5 6.7% 42.0 9.2%
Total revenues 1425.5 1431.6 0.4% 1586.7 10.8% 1732.1 9.2%
Gross profit 289.5 293.2 1.3% 326.9 11.5% 360.3 10.2%
EBITDA 149.2 125.7 -15.7% 156.6 24.5% 177.7 13.5%
EBITDA margin 10.5% 8.8% 9.9% 10.3%
Depreciation & Amortization -8. -7.5 -14.2% -7.9 4.2% -8.2 4.0%
Extraordinary -2.6 -29.8
Net financial -1.0 -5.9 448.5% -7.2 21.8% -7.2 0.3%
EBT 136.6 82.3 -39.7% 141.4 71.8% 162.2 14.7%
EBT margin 9.6% 5.8% 8.9% 9.4%
Tax -50.9 -31.2 -38.6% -53.7 71.8% -61.6 14.7%
Net Income 85.6 53.9 -37.0% 87.7 62.5% 100.6 14.7%
Net income margin 6.0% 3.8% 5.5% 5.8%

Source: The Company, Egnatia Securities Estimates
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The homebuilding sector’s current strong performance

Homebuilding: a highly
competitive and a cyclical
industry

Increasing house prices,
low mortgage rates and fi-
nancial innovation boosted
demand for houses

TOUSA operates in a very competitive, cyclical industry, which has managed to
stay afloat during this cycle. There are a number of reasons that have helped the
sector’s companies to not only survive the economic dip but also to expand. Still,
we should keep in mind that despite the sector’s current good performance,
homebuilding remains vulnerable to the economic conditions and that competition
is high and growing as the sector continues to consolidate.

Home ownership as an investment

Despite the adverse macroeconomic conditions during the last two years, demand
for housing has been robust fuelled by a spiral of increasing house prices and low
mortgage rates. Financial innovations have also helped the sector weather the
down economic cycle.

•  Share prices and house prices had traditionally moved in tandem. This did not
happen in the last two years, when share prices in Wall Street registered sharp
drops. Actually, houses prices significantly increased. Low mortgage rates and
the growing view that houses are valuable investments (that could bring re-
turns during the down years) helped boost house demand as well as house
prices.

Chart 8. New home median sales price for 2001 and first half of 2002

Source: US Census Bureau
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•  As the Fed begun to aggressively cut interest rates starting January 2000,
mortgage rates started sliding, reaching on early October record lows. The 30-
year mortgage averaged 5.98% in early October, almost 9.5% lower than the
same period a year ago.

Chart 9. 30-Year mortgage rates

Source: Mortgage Bankers Association

•  Low rates have supported demand for new housing while at the same time
have allowed consumers to refinanced their mortgages, effectively increasing
their return on their investment. In addition, over the last years financial inno-
vations have allowed consumers to convert capital gains into cash more easily,
by borrowing against the rising value of their house.

Chart 10. Housing Starts in the US, 1990-2004F

Source: US Census Bureau, NAHB
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The long-term view: demand and supply for homes in the US

US population to continue
to increase…

Demand to increase (especially in the south)
Demographics are favourable

According to the Commerce Department’s Census Bureau, citing results from the
2000 Census, population in the US increased 13.2% over the last 10 years, an in-
crease higher than expected. By 2010 US Census Bureau estimates that popula-
tion will have grown by 8.3%.

Chart 11. US Population growth 1990-2010F

Source: US Census Bureau

…assisted by external im-
migration

Immigration, but more im-
portantly ageing population
is seen boosting homeown-
ership rates

Baby-boomers to relocate
in the south or just simply
move up

During the last decade, about 1m immigrants entered the US each year. The US
Census Bureau estimates that immigration will account c27.4% of the population
growth over the next 10 years (immigration is important for homebuilders like
TOUSA, that target first-movers up, as immigrants usually buy their old houses).

According to estimates (Joint Centre for Housing Studies of Harvard University),
over the next 10 years the number of US households should increase by 1.1m-
1.2m units annually. Immigration will approximately contribute to c25% but the bulk
of the increase (c65%) will come from the movement of population into older ages.
These older groups will head more independent households.

To this end, the number of households aged 45-64 is expected to increase by 30%
over the next 10 years. These baby-boomers are seen to continue to drive up
homeownership (and home values). A number of these baby-boomers could start
seeking to purchase second homes (to the warm states of the south in order to re-
tire) or simply move-up (buy more expensive homes). The strong correlation be-
tween homeownership and the percentage of the population aged 45-64 supports
the forecast demand of the next decade.
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Chart 12. Homeownership rate 1990-2010F

Source: US Census Bureau, Harvard University Joint Centre of Housing Studies

Moving to the south
Population movement

There is a well-recorded trend in which domestic population moves from the north
and the north-eastern states to the south and the south-western states. Ageing
population relocating to the warmer states of the south as well as increasing em-
ployment prospects in these areas are behind this trend. This tendency is ex-
pected to persist.

Table 9. Domestic immigration patterns
Magnet States (2001) Inbound Outbound Outbound States (2001) Inbound Outbound

Vermont 70.4% 29.6% North Dakota 67.9% 32.1%
Alaska 66.8% 33.2% West Virginia 62.1% 37.9%
Oregon 64.2% 35.8% South Dakota 61.7% 38.3%
New Hampshire 62.0% 38.0% Louisiana 61.1% 38.4%
Montana 61.1% 38.9% Michigan 61.4% 38.6%
Hawaii 59.9% 40.1% Ohio 61.3% 38.7%
Arkansas 59.3% 40.7% Illinois 57.5% 42.5%
Arizona* 58.7% 41.3% Delaware 57.4% 42.6%
Maine 58.7% 41.3% Utah 56.9% 43.1%
North Carolina* 58.2% 41.8% Oklahoma 56.0% 44.0%
Nevada 57.5% 42.5% New Jersey 55.3% 44.7%
Washington 55.4% 44.6% Pennsylvania 55.0% 45.0%
Massachusetts 55.1% 44.9%
New Mexico 55.1% 44.9%
Kentucky 55.0% 45.0%
Colorado* 54.7% 45.3%
Florida* 54.4% 45.6%
Texas* 51.5% 48.5%
Virginia* 51.5% 48.5%

* US states in which TOUSA has presence, Source: Allied Van Lines’ Magnet Report
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Supply of houses is relatively low

Supply of homes runs at
lower than previously levels

Small players are been
squeezed out

On the supply side of business, inventory levels remain at relatively lower levels
than other cycles. The inventory of unsold new homes is running at c4 months
supply, considerably lower than c7 months averaged during the-mid 1990’s. The
main reason cited for this decline, is the increasingly difficult process of entitling
land. This cause does not allow the industry to develop as many areas as they
would otherwise have liked to. Other reasons for the inventory decline are the in-
creased environmental concerns and the fact that homebuilders themselves have
become more disciplined.

Focusing on land entitlement, the process is lengthening due to growing regula-
tions forcing the cost of the land higher. This, along with the more restrictive condi-
tions of borrowing money by the weaker companies, put pressure on the small
players of the industry forcing many of them out.

The trend of less land (to be developed), higher cost of land and shrinkage of the
sector does not seem to reverse in the future.
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Near term prospects for the sector

Unemployment shows signs
of stabilization but the
economy remains weak

Unemployment seems to have stabilised

The US economy remains weak but sings such as the robust consumer spending
and the levelling off of the unemployment rate point to a reasonable GDP growth
for the next year. Focusing on unemployment, it picked at 6% in April, the highest
rate during the last 8 years. Since then, unemployment has gradually decreased to
5.7% in October.

Chart 13. US Unemployment rate 1999-Oct 2002

Source: Bureau of Labour Statistics

Mortgage rates are at
record lows

Interest rates must rise sig-
nificantly in order to push
mortgages to levels that
could hurt demand

Mortgage rates at record low

Mortgage rates have fallen below 6%, at the lowest levels since 1971. The level of
the mortgage rate that is usually sited as the turning point to the demand for
housing in the US is c9%. This is because only at this level (and coming from av-
erage mortgage rates of c8%) the industry witnessed a significant drop in demand
during the mid 1990’s.

This could suggest that we will see an impact in demand for houses if mortgage
rates rise from current levels by c300bps.

How much interest rates should increase in order to push mortgages to 9%? Aver-
age Fed rates for the period 1994 and 1995 (when mortgage rates reached 9%)
were running at c5.4%, significantly higher than the current rates of 1.75% (at 40-
year low).

Given recent reports that point to a shaky consumer confidence and amid fear to
risk a further weakening of the economy, Fed is not seen raising its key lending
rate at least in the short-term. In addition, there is a view that the Fed could reduce
its lending rate even further in its upcoming meetings.

3.0%

4.0%

5.0%

6.0%

7.0%

1999 2000 2001 Jan-
01

Feb-
01

Mar-
01

Apr-
01

May-
01

Jun-
01

Jul-
01

Aug-
01

Sep-
01

Oct-
01

Nov-
01

Dec-
01

Jan-
02

Feb-
02

Mar-
02

Apr-
02

May-
02

Jun-
02

Jul-
02

Aug-
02

Sep-
02

Oct-
02



Technical Olympic

4 November 2002 Page 28

Technical Olympic USA accounts

INCOME STATEMENT
Year to December (US$ m) 2001* 2002F 2003F 2004F
Homebuilding sales 1,395.6    1,548.2    1,690.1    
Financial services sales 32.7               36.1         38.5         42.0         
Total revenues 32.7               1,431.7    1,586.7    1,732.1    
Gross profit              289.6        293.3        327.0        360.3 
Other income                  5.0              -                -                - 
Operating expenses             (145.4)       (167.5)       (170.3)       (182.5)
EBITDA              149.2        125.8        156.7        177.8 
Depreciation & Amortisation                 (8.8)           (7.6)           (7.9)           (8.2)
EBIT 137.7             88.3         148.8       169.6       
Net financial income (1.1)                (6.0)          (7.3)          (7.3)          
Extraodinary items (net) (2.6)                (29.9)        -           -           
Pre-tax profit 136.7             82.4         141.5       162.3       
Tax (51.0)              (31.3)        (53.8)        (61.7)        
Profit from discontinued operations -                 4.9           -           -           
Net profit 85.7               56.0         87.7         100.6       

BALANCE SHEET 
At December (US$ m) 2001* 2002F 2003F 2004F
Net Fixed Assets 68.4 47.5 49.5 51.5
Mortgage loans held for sale 50.9 39.1 46.4 50.7
Inventories 646.0 684.4 776.2 847.4
Westbrook assets held for sale 117.2 0.0 0.0 0.0
Other current assets 14.2 46.1 51.1 55.8
Restricted cash 27.3 58.7 63.5 69.3
Cash & cash equivalents 75.1 92.8 129.0 164.2
Total assets 999.2 968.6 1,115.7 1,238.7
Shareholders funds 413.4 378.8 501.5 593.9
Minority interests 35.8 25.8 10.8 5.8
Senior notes 200.0 200.0 200.0
Subordinated notes 150.0 150.0 150.0
Other loans 18.0 38.0 58.0
Financial services borrowings 30.7 35.7 40.7
Total Long term liabilities 347.4 398.7 423.7 448.7
Short-term loans 30.0 30.0 30.0 30.0
Other current liabilities 100.8 135.2 149.7 160.3
Westbrook liabilities held for sale 71.8 0.0 0.0 0.0
Total liabilities 999.2 968.6 1,115.7 1,238.7

CASHFLOW STATEMENT
Year to December (US$ m) 2001* 2002F 2003F 2004F
EBIT 137.7             88.3         148.8       169.6       
Depreciation & Provisions 8.8                 7.6           7.9           8.2           
(Increase) /decrease in working capital (7.6)                (55.4)        (94.5)        (75.3)        
Operating cash flow 139.0             40.5         62.2         102.5       
Taxes paid (51.0)              (51.5)        (21.5)        (65.0)        
Dividends paid -                 -           -           -           
Net Interest (1.1)                (12.7)        (14.6)        (15.4)        
Net capital expenditure (68.4)              (10.0)        (15.0)        (12.0)        
Net cash used in financing activities 1.4                 51.3         25.0         25.0         
Increase / (decrease) in cash & cash equivalents 49.9               17.7         36.2         35.1         
Cash & cash equivalents @ beginning of year 25.5               75.1         92.8         129.0       
Cash & cash equivalents @ year end 75.4               92.8         129.0       164.2       
* Pro-frma, Source: Company, Egnatia Securities
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PER SHARE ITEMS (US$) 2001* 2002F 2003F 2004F
EPS 3.07 2.01 3.15 3.61
BVPS 14.83 13.59 17.99 21.30
CFPS 3.39 2.10 3.43 3.90
DPS 0.00 0.00 0.00 0.00

PROFITABILITY 2001* 2002F 2003F 2004F
Gross margin 20.3% 20.5% 20.6% 20.8%
EBITDA margin 10.5% 8.8% 9.9% 10.3%
EBIT margin 9.7% 6.2% 9.4% 9.8%
Net margin 6.0% 3.9% 5.5% 5.8%
Interest Cover (EBIT) (x) 126.72 6.98 10.22 11.02
RoE (avg.) 14.1% 19.9% 18.4%
RoA (avg.) 96.6% 181.0% 199.3%

MOMENTUM 2001* 2002F 2003F 2004F
Sales growth 0.4% 10.8% 9.2%
EBITDA growth -15.7% 24.5% 13.5%
EBIT growth -35.9% 68.4% 14.0%
Net profit growth -34.6% 56.7% 14.7%

VALUATION 2001* 2002F 2003F 2004F
Market Cap (US$  m) 445.2             445.2       445.2       445.2       
Net debt (cash) (EUR m) 302.3             335.9       324.7       314.6       
Gearing 47.7% 53.1% 47.5% 44.6%
Enterprise Value (US$ m) 747.5             781.1       769.9       759.8       
Mkt cap/sales (x) 0.3                 0.3           0.3           0.3           
EV/sales (x) 0.5                 0.5           0.5           0.4           
EV/EBITDA (x) 5.0                 6.2           4.9           4.3           
PER (x) 5.2                 8.0           5.1           4.4           
P/CF (x) 4.7                 7.6           4.7           4.1           
P/BV (x) 1.1                 1.2           0.9           0.7           
* Pro-forma, Source: Company, Egnatia Securities
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Mochlos, the construction arm

•  Mergers to create the (new) Mochlos, a company that will be able to compete
for a 7th degree licence.

•  A slowdown in infrastructure spending will have an affect on Mochlos turnover
after 2005 but private (group) projects and BOT’s could ensure a steady
stream of sales.

•  Mochlos’ US activities as subcontractor for TOUSA have a minimal impact on
the company’s bottom line. A discontinuation of these activities should not
ruled out.

•  We forecast Mochlos’ revenues (excluding the US construction activity) to
reach EUR 244.2m in 2002.

•  Overhung concerns steaming from the merger to create the new entity.

Current developments

New legislation provides
incentives to create large
construction groups

Mochlos to merge with
other construction compa-
nies to seek a 7th grade de-
gree

Mochlos is Technical Olympic’s construction arm, operating in Greece and in the
US (sub-contractor to some of TOUSA’s projects). In Greece it participates in
contests for public infrastructure projects (road construction, airports) and in proj-
ects related to Technical Olympic’s subsidiaries (construction activities in Porto
Carras, yacht marinas).

Restructuring of the construction sector in Greece

The latest legislation on the construction industry, passed by the Greek parliament
earlier this year, was designed to reform the highly fragmented sector by providing
incentives for the groups to merge. The largest new entities will be able to get the
highest-grade degree (7th grade) that will allow them to bid for large-scale public
construction projects. According to the bill, September 30 was the final deadline for
the construction companies to complete and submit their merger plans.

In total 15 groups applied for the highest construction grade including Mochlos.

The new entity: (new) Mochlos

According to the plan, (new) Mochlos will incorporate Mochlos’ current operations
along with Technical Olympic’s and DIEKAT’s (a medium-size, listed company)
construction sectors. Three smaller-size groups will also participate in the new
scheme.
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Current backlog skewed
towards projects with TO
subsidiaries

According to management, the new entity has a backlog of cEUR 600m with aver-
age duration 3 years. The majority of the backlog refers to private projects, mainly
with the group’s other subsidiaries (Porto Carras and TOUSA).

Forecasts
We forecast that Mochlos’
revenues to come to EUR
244.2m in 2002

We mainly account for the
company’s backlog in pub-
lic infrastructure projects

Activity is set to decline af-
ter 2004-05

Margins are affected from
the US construction activity

We estimate that (new) Mochlos’ turnover (including the US operations) will reach
EUR 244.2m in 2002. We forecast that revenues will grow to EUR 268m in 2003
and to EUR 282m in 2004.

Mochlos, as all Greek construction companies, is set to benefit from increased
public spending the next 2 years. To this end, we expect the company to eventually
receive a 7th grade degree, therefore be able to participate in a greater number of
large public projects.

According to management, the company has a considerable backlog of cEUR
600m. A large amount of these projects is related to the US construction activity
(as a subcontractor for TOUSA) and to the investment plans of Porto Carras re-
sort). For our estimates, we are mainly concerned about the groups’ backlog on
public infrastructure projects.

After 2004-2005 revenues of Mochlos (and all Greek construction companies) will
have a declining trend as investments in public projects decrease. Construction
groups have expressed strong interest on BOT (build-operate-transfer) projects to
be auctioned in the coming years. Mochlos does not currently participate in any
such an activity but given the company’s size and know-how in road construction, it
is reasonable to assume that will eventually take a slice of these projects. Still, we
do not believe that this activity will fully compensate the lost revenues from the de-
clining public investments.

Mochlos’ 2002 net profit margin is forecast at only 2.6%. This margin is considera-
bly lower than the Greek construction sector average which is estimated at c6%.
The main reason behind that is believed to be Mochlos’ activity in the US. These
operations are expected to contribute c45% to Mochlos’ revenues but their impact
on the company’s bottom line is seen minimal. The company is also hurt by the
fact that it does not participate in the higher-margin BOT projects and that it has
incurred increased start up costs for its current projects.

We estimate that margins will begin to improve starting FY2002 helped by the re-
cent merger as well as from the participation into more public projects.
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Table 10. Mochlos forecasts
EUR m 2002F 2003F % Ch. YoY 2004F % Ch. YoY

Turnover 244.2 268.6 10.0% 282.1 5.0%
Sales from J/V 0.1 0.1 12.0% 0.1 10.0%
Gross profit 13.9 18.8 35.1% 21.2 12.5%
EBITDA 10.4 15.2 46.6% 17.3 14.3%
EBITDA margin 4.24% 5.65% 6.15%
Depreciation & Amortization -2.6 -2.8 5.4% -2.9 4.9%
Extraordinary 0.3 0.0 0.0
Net financial -1.1 -1.2 10.8% -1.3 13.6%
EBT 8.0 11.2 40.2% 13.1 16.7%
EBT margin 3.28% 4.18% 4.65%
Tax -2.4 -3.4 40.2% -3.9 16.7%
Net Income 5.6 7.9 40.2% 9.2 16.7%
Net income margin 2.3% 2.9% 3.3%

Risks associated with Mochlos
•  Uncertainty of revenues following the end of the projects related to CSF III and

the Athens 2004 Olympic Games. The uncertainty is also related to the fact
that the Greek government has not announced yet the auctioning of the large
road BOT projects. These projects are not going to fully compensate for the
lost revenues from the declining public infrastructure projects but are expected
to make the revenue steam more predictable.

•  Overhang concerns for Mochlos’ shares following the merger. Technical
Olympic will control a 23% stake on the new entity. Our concern is with the
smaller shareholders that acquired shares of Mochlos through the recent
merger. These concerns could persist until the intention of the smaller share-
holders becomes clear.
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The Greek construction sector

Public infrastructure proj-
ects fuelled by CSF III and
the Athens 2004 Olympic
Games

Going forward: the focus on
BOTs and the expansion in
the south-eastern Europe

Olympic Games and the Community Support Framework III (CSF III)

The Greek construction sector has enjoyed strong growth over the last few years
fuelled by both public and private projects as well as by a low interest rate envi-
ronment. These growth drivers are expected to persist in the years to come. Con-
struction activity (both residential and infrastructure) accounted for approximately
13.5% of total GDP in 2001 while its participation is expected to increase further
and to account c16.1% of the country’s GDP by the end of 2004. According to the
government’s stability and growth program estimates, total construction activity is
projected for 2002 at EUR 20.6bn or 13.8% above last year’s level of EUR 18.1bn.

For the Greek construction companies, the focus has been mainly on the public
sector’s infrastructure projects. These projects are related to the Community Sup-
port Framework III (CSF III) and to the 2004 Olympic Games. The current backlog
of the listed construction companies is currently estimated at above 6.2bn. Specifi-
cally:

•  A number of civil engineering projects are been auctioned as Part of Greece’s
National Development Program, which is financed by the CSF III. These proj-
ects which include the construction, expansion or renovation of highways,
seaports and airports must be completed between 2000 and 2006. The total
public expenditure in transportation, portal and urban development projects is
estimated to reach EUR 8.5bn for the period 2000-2006 while the private sec-
tor is estimated to contribute for the same period another EUR 5.7bn.

•  In addition to the civil engineering projects, a substantial amount of money is
been directed to projects directly related to the Athens 2004 Olympic Games.
An estimated amount of EUR 1.6bn is been directly tied to the Games. These
projects must be completed by the year of the Games (summer of 2004).

Going forward, the bet on the Greek construction companies is on the BOT proj-
ects, which are expected to be auctioned within the next couple of years. Focusing
only on the road construction BOT projects, the amount to be spent on construct-
ing, expanding and renovating highways is currently estimated at EUR 4.1bn.

In addition there are plans by individual companies on expanding abroad, espe-
cially in the countries of south eastern Europe. These countries, which eventually
are going to join the European Union, are expected to invest extensively (with the
help of the EU) to infrastructure.
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Mochlos accounts

INCOME STATEMENT
Year to December (EUR m) 2002F 2003F 2004F
Sales 244.2        268.6        282.1        
Sales from J/V 0.1            0.1            0.1            
Gross profit 13.9          18.8          21.2          
Other income 0.6            0.5            0.6            
Operating expenses            (4.2)            (4.2)            (4.4)
EBITDA           10.4           15.2           17.3 
Depreciation & Amortisation            (2.6)            (2.8)            (2.9)
EBIT           12.4           14.5            (2.4)
Net financial income            (1.1)            (1.2)            (1.3)
Extraodinary items (net) 0.3            -            -            
Pre-tax profit 8.0            11.2          13.1          
Tax (2.4)           (3.4)           (3.9)           
Net profit 5.6            7.9            9.2            

BALANCE SHEET 
At December (EUR m) 2002F 2003F 2004F
Net Fixed Assets 21.0 21.2 21.3
Investments 19.7 19.7 19.7
Inventories 4.7 5.2 5.4
Accounts receivables 38.1 42.0 44.0
Other current assets 67.2 73.9 77.6
Cash & cash equivalents 10.4 11.4 17.3
Total assets 161.1 173.4 185.3
Shareholders funds 114.5 122.4 131.5
Long-term loans 0.0 0.0 0.0
Short-term loans 7.0 8.0 9.0
Other current liabilities 39.6 43.0 44.8
Total liabilities 161.1 173.4 185.3

CASHFLOW STATEMENT
Year to December (EUR m) 2002F 2003F 2004F
EBIT 9.1            12.4          14.5          
Depreciation & Provisions 2.6            2.8            2.9            
(Increase) /decrease in working capital (5.2)           (8.0)           (4.3)           
Operating cash flow 6.5            7.2            13.0          
Taxes paid (1.8)           (3.0)           (3.9)           
Dividends paid (1.3)           -            -            
Net Interest (1.1)           (1.2)           (1.3)           
Net capital expenditure (3.0)           (3.0)           (3.0)           
Net cash used in financing activities 1.0            1.0            1.0            
Increase / (decrease) in cash & cash equivalents 0.3            1.0            5.8            
Cash & cash equivalents @ beginning of year 10.1          10.4          11.4          
Cash & cash equivalents @ year end 10.4          11.4          17.3          
Source: Company, Egnatia Securities
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PER SHARE ITEMS (EUR) 2002F 2003F 2004F
EPS 0.04 0.05 0.06
BVPS 0.78 0.83 0.90
CFPS 0.06 0.07 0.08
DPS 0.00 0.00 0.00

PROFITABILITY 2002F 2003F 2004F
Gross margin 5.7% 7.0% 7.5%
EBITDA margin 4.2% 5.7% 6.1%
EBIT margin 3.7% 4.6% 5.1%
Net margin 2.3% 2.9% 3.3%
Interest Cover (EBIT) (x) 8.18 10.31 10.59
RoE (avg.) 6.6% 7.2%
RoA (avg.) 37.3% 43.1%

MOMENTUM 2002F 2003F 2004F
Sales growth 10.0% 5.0%
EBITDA growth 46.6% 14.3%
EBIT growth 36.7% 16.4%
Net profit growth 40.2% 16.7%

VALUATION 2002F 2003F 2004F
Market Cap (EUR  m) 120.3        120.3        120.3        
Net debt (cash) (EUR m) (3.3)           (3.4)           (8.2)           
Gearing 5.8% 6.2% 6.4%
Enterprise Value (EUR m) 117.0        116.9        112.1        
Mkt cap/sales (x) 0.5            0.4            0.4            
EV/sales (x) 0.5            0.4            0.4            
EV/EBITDA (x) 11.3          7.7            6.5            
PER (x) 21.4          15.3          13.1          
P/CF (x) 14.6          11.3          10.0          
P/BV (x) 1.1            1.0            0.9            
Source: Company, Egnatia Securities
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The Porto Carras resort: the real estate business

Acquisition of a luxury re-
sort for EUR 96m in 1999…

….and the resort’s casino
licence this year

Technical Olympic acquired Porto Carras resort in December of 1999 for EUR
96m (carrying value on the books of cEUR 32.5m).

Porto Carras is a 17.63m sq. m. (4,355 acres) area on which TO is currently en-
gaging in 3 distinct activities: truism, agricultural (vineyards and olive trees) and
industrial production (wine and olive-oil production)

Tourism is Porto Carras’ main activity is it currently operates 3 hotels (2,200 beds),
1 golf course, 1 private marina, 1 conference centre, 1 theatre and other sports
activities.

Porto Carras recently acquired (still needs a legislative amendment to be passed
by the parliament) the casino licence for the Porto Carras Casino for EUR 21.12m.
The licence of the Porto Carras Casino, (located in the Porto Carras area), be-
longed to an unrelated third party.

Porto Carras strategy

Aiming into creating an in-
ternational leisure centre

Planing high investments

The centrepiece of the
strategy is the construction
and sale of luxury condo-
miniums

TO’s goal is to create an international leisure centre in which tourists could either
visit the resort’s hotels, dock on its marina’s or buy their own condominiums in the
surrounding area.

The investment towards this plan incorporates two phases:

•  During the first phase the company is expected to spend cEUR 65m within the
next 2 years mainly to renovate its existing hotel facilities and to develop its
convention and its spa centre.

•  The second phase includes the investment of cEUR 250m in order to develop
up to 2,500 resort homes within the next 7 years.

Investments for the renovation and the expansion of the existing facilities (hotels,
golf course, the marina) are on going and are expected to be concluded by 2004.

Still, the essential part of the Porto Carras strategy remains the construction and
the sale of resort homes. The total area that could theoretically been built is c
220,000 sq. m. Currently, the average price for a condominiums around this area
exceeds EUR 2,000 / sq. m. According to the company, it has already received
permits to build 500 houses. Construction of the first resort homes is expected to
start in 2003.
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The casino to open for
business in December

For the Porto Carras Casino, TO is planning to invest cEUR 6.3m (additional to
EUR 21.12m paid to receive the licence) within its first year of operations. Based in
our experience in Hyatt Regency (located near by) which is estimated to generate
EBT of cEUR 45m in 2002, we would expect Porto Carras casino to generate EBT
of EUR 7.5m–EUR 8m in by its third year of operations. The casino is expected to
open its doors in December of this year.

The potential of this sub-
sidiary are appealing but
there are some concerns

We are conservative in our
revenue forecast from Porto
Carras

Porto Carras’ competitive advantage is its lucrative location and its extensive area
that could operate many sorts of activities. Porto Carras could attract a number of
local and international tourist that will be willing to visit its exclusive hotels, buy its
condominiums or dock to its marinas. Therefore the potential for this subsidiary to
generate strong cash flows for the group exists. Still, there are some risks / issues
associated with Porto Carras:

•  The group does not have an experience from hotel operations so we would
eventually expect Porto Carras’ hotels to be run from a chain with an experi-
ence in luxury resorts. Management has not clarified its intentions yet.

•  The most important part of the project (condominium building) is subject to re-
ceiving licences from the authorities. It has already received 500 licences but
the plan calls for the overall construction of 2,500 houses within 7 years start-
ing in 2003. A pessimistic scenario could include delays to the construction
timetable, or even worse, a possible reduction of the allowed building area.

The cost to purchase Porto Carras came to cEUR 96m and if we include the
money invested so far for the renovation of existing facilities (till 2003) and the ac-
quisition of the casino licence, the total cost for this venture for Technical Olympic
is close to EUR 147m.

In our projections we take the conservative approach and we incorporate sales
from Porto Carras of EUR 15m for 2002 and 2003.
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Other operations

The energy subsidiary has
significant capacity under
development and a contract
to sell output to PPC

Profitable sector and many
incentives

Wind energy

Meltemi Kastri (a 75% subsidiary) is active in the development, production and
distribution of energy from renewable resources. It has currently installed capacity
of 5MW and the capacity under development (2001-2003) totals 57MW. The
group’s total pre-approved licences come to 118MW. Meltemi Kastri has a 20-year
contract with the Public Power Corporation to sell its output.

The sector’s attractiveness is on the high EBT margin (c70%). A large part of the
capex related to the development of these wind-parks is been supported by gov-
ernmental subsidies c35% and bank loans with subsidised interest rates c40%
(total capex/MW cEUR 800,00 - EUR 900,00). The average revenue per MW is
currently at EUR 150,000 to EUR 170,000.

Table 11. Energy Production
Facilities Capacity Operational status

Evia 5 MW Operational
Magnisia 40 MW Under development
Lakonia 17 MW Under development

Total pre-approved licences 118 MW
Source: The Company

The endeavour to create
and run yacht marinas is on
going but results to take
some time to be seen

Yacht marinas

Delos marinas (a 47% subsidiary) currently runs the marina of Porto Carras resort
and is contracted to build or operate 3 other marinas in two Greek islands (Samos
and Skiathos) and in Attika (Porto Rafti).

Cash flow from these operations is currently minimal (coming from Porto Carras),
while the other projects will have an impact on the cash flow in a later stage.
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Group Financials

TOUSA to contribute the
bulk of the group’s reve-
nues

Fluctuations in the
US$/Euro rate will have a
significant impact on group
accounts

Technical Olympic USA is contributing and is expected to continue to contribute
the bulk of the group’s revenue growth. In our assumption Mochlos, Porto Carras
and the other subsidiaries account only a fraction to group’s turnover in 2002 and
their contribution is seen to continue to decline further.

Still, we do not exclude a better-than-forecast performance from the Mochlos sub-
sidiary (obtaining more public infrastructure projects) and Porto Carras (we have
not accounted revenues from the casino or the sale of houses).

We have to point though that as the group is predominantly exposed to the US,
fluctuation in the US$/Euro exchange rate will have a substantial impact on the
group accounts. In our forecast we have used a US$/Euro exchange rate of 0.93.

Table 12. Contribution by subsidiary
EUR m 2002F 2003F  % Ch YoY 2004F  % Ch YoY

Technical Olympic USA* 1539.5 1706.1 10.8% 1862.5 9.2%
% of total 90.9% 91.4% 91.5%
Mochlos** 107.0 113.4 6.0% 120.2 6.0%
% of total 6.3% 6.1% 5.9%
Porto Carras 18.0 20.0 11.1% 25.0 25.0%
% of total 1.1% 1.1% 1.2%
Others 29.7 28 -5.7% 28 0.0%
% of total 1.75% 1.50% 1.38%

Group turnover 1,694.2 1,867.6 10.2% 2,035.7 9.0%

* US$/Euro rate at 0.93, **Net of intercompany activities (US subcontracting)
Source: Egnatia Securities Estimates

The divestment of West-
brook will weigh on the
y-o-y comparisons

2002 group revenues are
forecast to decline by
10.9%, while EBITDA is seen
15.9% lower

We forecast net income to
decline by 31.5% in 2002 but
grow at a 2002-04 CAGR of
32.9%

The comparison to 2001 revenues is unfavourable due to the disposal of West-
brook.

Overall group revenues are expected to decline by 10.9% in 2002. For the period
2002-04, we estimate revenues to grow at a 9.6% CAGR.

Increased SG&A expenses in the US and in Greece are forecast to push EBITDA
lower for the year (-15.9%). EBITDA for the 2002-04 period is seen growing at a
14.1% CAGR.

The group is also going to be impacted by increased extraordinary items (mainly
because of the merger and the debt restructuring in the US). We have pencilled-in
extraordinary charges of EUR 28m for the year.

Net income in 2002 is seen at EUR 61.2m (-31.5%). Net income is forecast to
grow at a 2002-04 CAGR of 32.9%.
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Table 13. Technical Olympic Group forecasts
EUR m 2001 2002F % Ch YoY 2003F % Ch YoY 2004F % Ch YoY

Group revenues 1902.3 1,694.2 -10.9% 1,867.6 10.2% 2,035.7 9.0%
Gross profit 391.1 355.7 -9.0% 392.1 10.2% 427.5 9.0%
EBITDA 185.7 156.2 -15.9% 184.6 18.2% 203.3 10.1%
EBITDA margin 9.8% 9.2% 9.9% 10.0%
Depreciation & Amortization -24.7 -20.1 -18.2% -28.6 42.0% -32.8 14.6%
Extraordinary 10.6 -28 0 0
Net financial -12.20 -9.2 -24.5% -8.3 -9.1% -7.2 -13.8%
EBT 159.4 98.8 -38.0% 147.6 49.4% 163.3 10.6%
EBT margin 8.4% 5.8% 7.9% 8.0%
Tax -62.25 -35.5 -42.8% -53.1 49.4% -58.7 10.6%
Net Income 89.6 58.5 -34.7% 88.9 51.9% 98.5 10.8%
Net income margin 4.7% 3.5% 4.8% 4.8%

Source: Egnatia Securities Estimates
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Technical Olympic Group accounts

INCOME STATEMENT
Year to December (EUR m) 2000A 2001A 2002F 2003F 2004F
Sales 1,611.1 1,902.3 1,694.2 1,867.6 2,035.7
Sales from J/V 14.3 6.1 0.1 0.1 0.1
Gross profit 276.2 391.1 355.8 392.2 427.5
Other income 1.9 17.6 2.7 2.8 3.1
Operating expenses -174.8 -224.0 -203.3 -211.0 -228.0
EBITDA 104.9 185.7 156.2 184.7 203.4
Depreciation & Amortisation -17.3 -24.7 -20.2 -28.7 -32.9
EBIT 108.5 171.6 108.0 156.0 170.5
Net financial income 10.3 -12.2 -9.2 -8.4 -7.2
Extraodinary items (net) 20.9 10.6 -28.0 0.0 0.0
Pre-tax profit 118.8 159.4 98.8 147.6 163.3
Tax -45.4 -62.3 -35.6 -53.1 -58.8
Minority interest -6.9 -7.5 -4.7 -5.6 -6.0
Net profit 66.5 89.6 58.5 88.9 98.5

BALANCE SHEET 
At December (EUR m) 2000A 2001A 2002F 2003F 2004F
Net Fixed Assets 158.6 150.2 115.1 122.4 119.3
Investments 2.8 3.7 3.7 3.7 3.7
Inventories 766.7 784.6 858.7 895.4 920.3
Accounts receivables 129.8 124.6 134.6 138.1 139.4
Other current assets 31.3 33.3 30.5 33.6 36.6
Cash & cash equivalents 71.4 150.2 206.6 297.9 381.5
Total assets 1,160.6 1,246.6 1,349.2 1,491.2 1,600.8
Shareholders funds 372.9 460.5 532.3 618.3 713.7
Minorities 53.1 58.5 63.2 74.8 80.6
Provisions 0.3 0.0 0.0 0.0 0.0
Long-term loans 569.3 547.4 617.4 617.4 617.4
Short-term loans 0.0 0.0 0.0 0.0 0.0
Other current liabilities 164.7 180.2 136.3 180.7 189.2
Total liabilities 1,160.3 1,246.6 1,349.2 1,491.2 1,600.8

CASHFLOW STATEMENT
Year to December (EUR m) 2000A 2001A 2002F 2003F 2004F
EBIT 171.6 108.0 156.0 170.5
Depreciation & Provisions 24.7 20.2 28.7 32.9
(Increase) /decrease in working capital 4.0 -84.0 -30.8 -17.8
Operating cash flow 200.3 44.3 153.8 185.6
Taxes paid -64.7 -70.7 -22.2 -61.9
Dividends paid -9.2 -8.0 -1.9 -2.8
Net Interest -13.2 -9.2 -8.4 -7.2
Net capital expenditure -5.2 30.0 -30.0 -30.0
Net cash used in financing activities -29.3 70.0 0.0 0.0
Increase / (decrease) in cash & cash equivalents 78.8 56.4 91.3 83.6
Cash & cash equivalents @ beginning of year 71.4 150.2 206.6 297.9
Cash & cash equivalents @ year end 150.2 206.6 297.9 381.5
1 US$ = 0.93 Euro, Source: Company, Egnatia Securities
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PER SHARE ITEMS (EUR) 2000A 2001A 2002F 2003F 2004F
EPS 1.0 0.7 0.5 0.7 0.8
BVPS 3.0 3.7 4.3 4.9 5.7
CFPS 1.2 1.0 0.7 1.0 1.1
DPS 0.1 0.0 0.0 0.0 0.0

PROFITABILITY 2000A 2001A 2002F 2003F 2004F
Gross margin 17.1% 20.6% 21.0% 21.0% 21.0%
EBITDA margin 6.5% 9.8% 9.2% 9.9% 10.0%
EBIT margin 6.7% 9.0% 6.4% 8.4% 8.4%
Net margin 4.6% 4.7% 3.5% 4.8% 4.8%
Interest Cover (EBIT) (x) 18.1 12.8 7.4 10.1 10.6
RoE (avg.) 21.5% 11.8% 15.4% 14.8%
RoA (avg.) 58.0% 44.1% 74.8% 81.5%

MOMENTUM 2000A 2001A 2002F 2003F 2004F
Sales growth 18.1% -10.9% 10.2% 9.0%
EBITDA growth 77.0% -15.9% 18.2% 10.1%
EBIT growth 58.2% -37.0% 44.4% 9.3%
Net profit growth 34.7% -34.7% 51.9% 10.8%

VALUATION 2000A 2001A 2002F 2003F 2004F
Market Cap (EUR  m) 392.5          392.5        392.5       392.5       392.5       
Net debt (cash) (EUR m) 497.9          397.2        410.8       319.5       235.9       
Gearing 60.4% 54.3% 53.7% 50.0% 46.4%
Enterprise Value (EUR m) 890.4          789.7        803.3       712.0       628.4       
Mkt cap/sales (x) 0.2              0.2            0.2           0.2           0.2           
EV/sales (x) 0.6              0.4            0.5           0.4           0.3           
EV/EBITDA (x) 8.5              4.3            5.1           3.9           3.1           
PER (x) 3.2              4.4            6.7           4.4           4.0           
P/CF (x) 2.6              3.2            4.7           3.2           2.9           
P/BV (x) 1.1              0.9            0.7           0.6           0.5           
Dividend yield (%) 0.0              0.0            0.0           0.0           0.0           
1 US$ = 0.93 Euro, Source: Company, Egnatia Securities
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