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Price on 05/04/2005 Buy
EUR 4.98 (Accumulate)

Reuters: OLYr.AT, Bloomberg: OLYMP GA Construction & Materials

Technical Olympic
 

vvdsvdvsdy

3.2

3.4

3.6

3.8

4.0

4.2

4.4

4.6

4.8

5.0

5.2

M ar 04 Apr 04 M ay 04 Jun 04 Jul 04 Aug 04 Sep 04 Oct  04 Nov 04 Dec 04 Jan 05 Feb 05 M ar 05 Apr 05

TECHNICAL OLYMPIC ASE

Source: Datastream  
Share price (EUR) 4.98
Target price (EUR) 5.90
Market capitalisation (EURm) 660.0
No. of shares (m) 132.5
Free float 59.9%

 
(EUR) 12/05e 12/06e 12/07e
Sales (m) 2,446 2,672 2,813
EBITDA (m) 211 245 260
EBITDA margin 8.6% 9.2% 9.2%
EBITA (m) 197 230 243
EBITA margin 8.1% 8.6% 8.6%
Net Profit (adj.)(m) 77 94 102
ROCE 9.9% 10.9% 11.0%
Debt/Equity 68.7% 52.0% 33.9%
EV/Sales 0.5 0.5 0.4
EV/EBITDA 6.0 5.2 4.8
P/E (adj.) 8.6 7.0 6.5
P/BV 1.1 0.9 0.8
OFCF yield 10.2% 7.3% 3.7%
Dividend yield 0.6% 0.7% 0.7%
EPS (adj.) 0.582 0.711 0.766
BVPS 4.566 5.242 5.972
DPS 0.030 0.035 0.037

 

Shareholders: 

 
Vassilis Roumantzis 
Egnatia Finance (+30 2 10 3279127) 
vroumantzis@egnasec.gr 
  
    
 

The facts: We raise our target price from EUR 5.1 per share to EUR 5.9 per share 
mainly on TOUSA’s forecasted strong 32% EPS growth in 2005, in line with 
management’s guidance. We also raise our value estimate for Porto Carras resort 
on significant investments implemented, while we reduce our value estimate for 
Mochlos on the negative outlook for the domestic construction market. Finally, we 
conservatively assign no value at TO’s other activities. 
 
Valuation: Our valuation exercise for TO is based on the sum of the parts method, 
comprised of the 73.9% stake in US home-builder TOUSA, the 48.2% stake in 
construction arm Mochlos and the 94.8% stake in Porto Carras resort. 
  

Sum of the parts valuation for TO group 

EUR m Total value TO’s stake 
Participation 

value 
Valuation 
method 

Applied 
Multiple  

TOUSA 1,032 73.95% 763.2 P/E (05E)  8.5x 
Mochlos 51.5 48.25% 24.8 P/BV (04) 0.5x 
Porto Carras complex* 141 94.8% 133.7 NAV  
Holding company net cash**    3.0    
Implied TO equity value    924.7   
Implied value per share before 
discount   

7.0 
  

Holding discount   15%   
Implied value per share   5.9   

* including acquisition cost plus investments implemented and applying a 30% discount  ** estimate  
 Source: Egnatia Finance 
  
TOUSA 
We value TOUSA at USD 29.2 per share applying a 8.5x P/E multiple on 2005 EPS 
estimate of EUR 3.44 (+32% YoY). Our EPS forecast, in line with management’s 
guidance, is based on 8,900 home closings (excluding unconsolidated joint ventures) at 
an average price of USD 299,600. We remind that in 2004 TOUSA delivered 7,221 
homes at an average price of USD 275,000.   We note that TOUSA currently trades at a 
c.8% premium to its peer group, justified in our view by the higher expected growth rate.   

   
    Comparison with TOUSA’s peer group 

Company  
2004 – 2005E EPS 

chng P/E 2005E 
D.R. Horton 23.7% 8.07 
Pulte 23.3% 8.14 
Lennar Corp 26.2% 8.16 
Centex Corp 17.2% 8.07 
Beazer Homes 30.5% 7.36 
Ryland 16.5% 8.38 
Peer group average 22.9% 8.03 
TOUSA 38.9% 8.70 

  Source: Bloomberg, Egnatia Finance 
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Our target price of USD 29.2 per share yields a total equity value for TOUSA of USD 
1341.6m, which we convert at EUR 1,032m, assuming a 1.30 USD / EUR exchange rate. 

 

MOCHLOS 

We value the construction company Mochlos at a 50% discount to its 2004 book value of  
EUR 103m, yielding a value of  EUR 51.5m which is slightly below its current market 
valuation. We apply this large discount on the negative outlook for the construction 
sector due to the significant delay in the award of new public projects. In addition, 
Mochlos does not seem to have the necessary know how or alliances to bid successfully 
for major infrastructure projects such as the forthcoming concession motorway projects, 
which would allow us to be more confident for the prospects of the company.   

 

PORTO CARRAS 

We value Porto Carras resort at a total of EUR 139.4m, which is derived by adding the 
acquisition value of the resort (EUR 96m paid in 1999), the value of investments 
implemented in the resort until now  (c.EUR 95m) and the value of the 50% of the 
operating licence for the casino (EUR 10.5m acquired in 2002) and finally applying a 
30% discount to the total value due to the risk of the investment. With respect to 
management’s plan for the development and sale of 2,500 vacation homes, there is no 
development as the legal dispute with the Greek state about the land use is still pending, 
justifying in our view the hefty discount. It goes without saying that a possible positive 
outcome to this dispute would boost the Porto Carras value significantly. 

 

Our conclusion: TOUSA, which accounts for 83% of  our total valuation for the TO 
group, continues to benefit from the strong demand for homes in the U.S.. According to 
TO’s management  30-year mortgage rates would have to rise above 9% (currently 
c.6%) to cause a significant slowdown in demand, which is not seen for the time being. 
In addition, TOUSA combines its strong position in high growth areas such as Florida 
and Texas with consolidation potential in a traditionally fragmented sector to gain market 
share and grow above the peer group average. The other important part in our group 
valuation is Porto Carras, which seems to be largely ignored at TO’s current market 
value due to the existence of legal problems that prevent the company from proceeding 
with its vacation homes development plan. As mentioned previously, a positive solution  
to this problem would be a major catalyst for the stock. Overall, we believe TO combines 
a growth story (TOUSA) with an asset play (Porto Carras), but simultaneously we 
highlight the high risk profile of the group.    

   

 


