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Bosch 
 

Impressive amid challenges 
 

Bosch’s Q3 CY13 numbers were ahead of our estimates, primarily 

driven by strong performance in exports and non-auto business as 

well as margin expansion. Although the near-term outlook for 

commercial vehicles (CV), Bosch’s key target segment, remains 

subdued, regulatory changes related to mining should in our view 

spur a gradual pick-up in demand. Given its formidable 

technological edge and strong brand with near monopolistic market 

share in fuel injection systems, we think Bosch would be the prime 

beneficiary of a pick-up in the CV cycle. We roll forward our 

valuation and reduce our estimates to reflect a delayed recovery in 

the CV cycle and reiterate BUY with an updated FV of Rs9,725 (from 

Rs10,625 previously).  
 

Strong quarter, ahead of estimates 

Bosch reported Q3 CY13 results ahead of our estimates, primarily led by 

improvement in margin. Revenue during the quarter grew by 4.7% YoY, ahead 

of our estimates of 2% YoY growth, primarily driven by strong growth in 

exports and the non-auto segment (both of which grew by 19% YoY). Auto 

segment sales remained sluggish at 1.8% YoY growth, with OEM sales being 

flattish while aftermarket sales grew 7%YoY. Amongst OEMs, commercial 

vehicles and passenger vehicles remained under stress while tractors reported 

strong performance due to good monsoons. EBITDA margin expanded by 

189bps YoY (vs. flat expectations) due to increased localization and cost 

control initiatives which led to PAT growth of 15% YoY, ahead of our 

expectation of marginal decline. 

Relaxation of mining regulations a positive for the CV cycle   

The economic slowdown, the mining ban (in Karnataka and Goa) and 

regulatory overhang on mining of iron ore (IO) in Odisha had an 

overwhelmingly negative impact on CV demand. Our Basic Materials team 

however feels the tide is slowly but surely changing, with favourable 

regulatory changes with regard to IO mining starting to come in. In our view, a 

relaxation in regulatory requirements on mining should increase volumes in 

the domestic market and export, which in turn will spur an increase in 

utilisation levels of fleet operators, increase freight rates and thereby improve 

the demand outlook of CVs. 

Revival of manufacturing & mining key 

Management commentary from NBFCs, banks and OEMs suggest there is no 

escaping the pain in the near term for the CV industry. Capacity utilisation of 

fleet operators remains low at ~60%, which is further exerting pressure on 

fresh sale of CVs. Although there might be some improvement in 2H FY14 

primarily on the back of good monsoon, a significant uptick in demand would 

be dependent on mining and investment cycle revival.  

Valuation 

We roll forward valuation and reduce our estimates to reflect delayed 

recovery in CV cycle and reiterate BUY with an updated FV of Rs. 9,725 (Rs 

10,625 previously). Bosch is trading at 24.6x CY14E earnings; we think the 

current valuation is sustainable given its formidable technological edge, a 

strong brand with near monopolistic market share, combined with stable 

earnings growth of 18% CAGR in CY14E and CY15E. 

 

 

 

Accounting & corporate governance GREEN 

Franchise Strength GREEN 

Earnings Momentum AMBER 
 

 

  

BUY 12% upside 

Fair Value Rs9,725.00 
  

Bloomberg ticker BOS IN 

Share Price Rs8,717.00 

Market Capitalisation Rs279,140.00m 

Free Float 29% 
 

  

INR m Y/E 31-Dec 2011A 2012A 2013E 2014E 

Sales 81,658 86,591 88,434 100,065 

EBITDA 15,119 13,495 14,003 16,095 

Net Profit 11,226 9,583 9,366 11,142 

EPS 358 305 298 355 

DPS 135 60 60 71 
 

  

Y/E 31-Dec 2011A 2012A 2013E 2014E 

P/E (x) 24.4 28.6 29.2 24.6 

P/B (x) 5.8 4.9 4.3 3.8 

ROE (%) 24% 17% 15% 16% 

Dividend yield (%) 1.5% 0.7% 0.7% 0.8% 
 

  

 

  

Source: Espirito Santo Investment Bank Research, Company 

Data, Bloomberg 
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Source: Espirito Santo Investment Bank estimates, Company data, Bloomberg 

 

Valuation Metrics 2010A 2011A 2012A 2013E 2014E 2015E

Recommendation: BUY P/E 31.9 24.4 28.6 29.2 24.6 20.8

Fair Value: INR 9725 Reported P/E 31.9 24.4 28.6 29.2 24.6 20.8

EV / Sales 3.9 3.2 3.0 2.9 2.6 2.3

Share Price: INR 8717 EV / EBITDA 24.8 17.2 19.3 18.6 16.2 13.8

Upside / Downside 12% EV / EBIT 32.6 20.8 26.5 26.2 22.4 18.6

FCF Yield -0.1% 1.2% -1.3% 1.1% -0.9% 0.8%

3 Month ADV ($m) 0.5 Dividend yield 0.5% 1.5% 0.7% 0.7% 0.8% 1.0%

Free Float 28.8%

52 Week High / Low INR 8001 - 9,620

Key ratios 2010A 2011A 2012A 2013E 2014E 2015E

Bloomberg: BOS IN

Model Published On: 13 November 2013 EBITDA margin 15.8% 18.5% 15.6% 15.8% 16.1% 16.3%

EBIT margin 12.0% 15.4% 11.3% 11.3% 11.6% 12.1%

Capex / Revenue 4.5% 6.6% 8.4% 5.1% 6.0% 4.8%

Shares In Issue (mm) 31 Capex / Depreciation 1.19 2.09 1.98 1.11 1.35 1.13

Market Cap ($mn) 4,502 Net Debt / EBITDA -1.0 -0.5 -1.0 -1.2 -1.0 -1.1

Net Debt ($mn) -279 EBITDA / Net Interest 267.7 3,779.8 245.4 252.3 290.0 340.6

Enterprise Value ($mn) 4,223 ROE 23% 25% 19% 16% 17% 17%

Espirito Santo Securities Analyst P&L Summary 2010A 2011A 2012A 2013E 2014E 2015E

Aditya Jhawar

(91) 22 4315 6819 Revenue 66,817 81,658 86,591 88,434 100,065 115,729

aditya.jhawar@espiritosantoib.co.in % change 38.9% 22.2% 6.0% 2.1% 13.2% 15.7%

EBITDA 10,531 15,119 13,495 14,003 16,095 18,904

Nitesh Sharma, CFA % change 99.0% 43.6% -10.7% 3.8% 14.9% 17.5%

(91) 22 4315 6820 % margin 15.8% 18.5% 15.6% 15.8% 16.1% 16.3%

nitesh.sharma@espiritosantoib.co.in Depreciation & Amortisation -2,540 -2,578 -3,670 -4,037 -4,441 -4,885

EBIT 7,991 12,541 9,825 9,966 11,655 14,019

Nick Paulson-Ellis % change 109.0% 56.9% -21.7% 1.4% 16.9% 20.3%

(91) 22 4315 6814 % margin 12.0% 15.4% 11.3% 11.3% 11.6% 12.1%

nick.paulson-ellis@espiritosantoib.co.in

Interest Expenses -39 -4 -55 -56 -56 -56

Shareholding Pattern Other Income 4,076 3,203 3,692 3,663 4,549 5,131

Pre Tax Profit 12,028 15,740 13,462 13,574 16,148 19,095

Income Tax Expense -3,439 -4,514 -3,879 -4,208 -5,006 -5,919

Net Income 8,589 11,226 9,583 9,366 11,142 13,176

ESIB Net Income 8,589 11,226 9,583 9,366 11,142 13,176

Reported EPS 273.5 357.5 305.2 298.3 354.9 419.6

EPS 273.5 357.5 305.2 298.3 354.9 419.6

DPS 40.00 135.00 60.00 59.66 70.97 83.92

Payout Ratio 14.6% 37.8% 19.7% 20.0% 20.0% 20.0%

Shares In Issue (Less Treasury) 31 31 31 31 31 31

Cash Flow Summary 2010A 2011A 2012A 2013E 2014E 2015E

Revenue breakdown - CY12 EBITDA 10,531 15,119 13,495 14,003 16,095 18,904

Taxes Paid -3,439 -4,514 -3,879 -4,208 -5,006 -5,919

Interest Paid / Received 4,037 3,199 3,637 3,608 4,494 5,076

Change in Working Capital -5,346 -7,967 478 319 -1,388 -1,067

Associate & Minority Dividends 0 0 0 0 0 0

Other Operating Cash Flow 3,076 -1,391 -4,140 889 -2,332 47

Operating cash flow 8,859 4,446 9,591 14,612 11,862 17,040

Capital Expenditure -3,021 -5,388 -7,262 -4,500 -6,000 -5,500

Other Investing Cash Flow -2,043 7,358 -2,068 -3,594 -3,771 -4,255

Free Cash Flow 3,795 6,416 261 6,517 2,091 7,284

Dividends Paid To Shareholders -942 -3,925 -1,570 -1,873 -2,228 -2,635

Equity Raised / Bought Back 0 0 0 0 0 0

Other Financing Cash Flow -272 -334 8 -355 -412 -477

Net Cash Flow 2,581 2,157 -1,301 4,289 -549 4,172

Balance Sheet Summary 2010A 2011A 2012A 2013E 2014E 2015E

Revenue breakdown by sectors

Cash & Equivalents 13,259 9,515 14,872 19,161 18,611 22,784

Tangible Fixed Assets 4,360 5,917 8,633 9,096 10,655 11,271

Goodwill & Intangibles 0 0 0 0 0 0

Investments 16,073 16,347 15,198 21,198 28,198 36,198

Other Assets 28,686 39,531 40,336 40,017 41,405 42,472

Total Assets 62,378 71,310 79,039 89,471 98,870 112,724

Interest Bearing Debt 2,764 2,454 1,850 1,850 1,850 1,850

Other Liabilities 15,194 15,988 21,122 24,361 25,202 28,938

Liabilities 17,958 18,442 22,972 26,211 27,052 30,788

Shareholders' Equity 40,980 47,284 55,733 62,926 71,483 81,602

Total Liabilities 58,939 65,726 78,705 89,137 98,536 112,390

Net Debt -10,495 -7,061 -13,022 -17,311 -16,761 -20,934
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Recently Supreme Court has approved 

e-auction of already excavated 11.49MT 

of iron ore in Goa 

Bosch’s dependence on CV makes it a prime beneficiary of turn in cycle 

Commercial vehicles form the major part of the target segment for Bosch in 

India. As seen in Figure 1, Bosch’s revenue growth shows a strong correlation 

with commercial vehicles (CV) volume growth and Industrial GDP growth, 

indicating Bosch is a key beneficiary of the turn in commercial vehicle cycle. 

Along with slowdown in economic activity, imposition of a mining ban and 

regulatory overhang on mining of iron ore (IO) have in our view impacted 

demand of commercial vehicles quite significantly. In this report we highlight 

the changes in the Indian mining sector and its impact on the CV cycle as well 

as read across from the commentary of industry participants. 

  

Figure 1 Bosch performance highly dependent on CV cycle and Industries GDP growth  

 
Source: Espirito Santo Investment Bank Research, Company Data, SIAM & Bloomberg 

Relaxation of mining ban to be a big swing factor in CV cycle 

The imposition of a mining ban on iron ore (IO) in Karnataka and Goa also 

impacted demand for commercial vehicles. These two states, along with 

Odisha, which is facing regulatory overhang, accounted for 75% of total ore 

production in India in FY10. As per our Basic Materials team the combined 

production of the aforementioned three states has dropped by ~50% in FY13 

(from FY10 levels of 218MT) to 85MT. Several external variables such as mining 

bans, logistics constraints and higher freight costs/export duties have since 

put the brakes on production in the sector. 

The approval process has been moving in the right direction in Karnataka 

and our Basics Materials team is expecting Karnataka’s iron ore production 

volumes to increase from the lows of 11.2MT in FY13 to 17MT/25MT/30 MT by 

FY14/FY15/16, respectively. Goa is also seeing some positive development in 

mining leases. Of the 118 operational leases in Goa, 28 have already secured 

the nod from the state government to operate. The remaining 90 leases need 

to apply for fresh renewals and their fate will be decided in three months’ 

time, if all approvals are in place. Channel checks by our Basic Material’s team 

indicate most of the larger mines have already secured approvals to operate 

and are waiting for the go ahead from the Supreme Court to restart fresh 

mining operations. However the fate of Odisha mining is dependent on am 

impending report from the Justice M B Shah commission. We understand that 

the report has been submitted to the Ministry of Mines and is expected to be 

tabled in the winter session of parliament. Odisha’s IO production for FY13 

stood at 64.2MT, i.e. ~20% below the peak registered in FY10. Whilst we see 

little probability of a blanket mining ban, we don’t rule out the possibility of 

minor disruptions post the MB Shah Report and factor in ~57MT run-rate from 

FY14E onward. 
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Figure 2 Karnataka IO production down 74% in FY13 from 

43Mt in FY10  

Figure 3 Goa IO production down 72% in FY13 from  

peak level of 38Mt in FY10 

 Figure 4 Odisha IO production down 21% in FY13 from  

peak level of 81Mt in FY10 

 

 

 

 

 
Source: Espirito Santo Investment Bank Research, IBM, FIMI  Source: Espirito Santo Investment Bank Research, IBM, FIMI  Source: Espirito Santo Investment Bank Research, IBM, FIMI 

On the contrary India's widening current account deficit has increased the 

focus on its imports/exports and our Basic Material’s team highlight that there 

has been increasing discussions regarding a possible reduction in export 

duties (from 30% to 20%) to revive ore export volumes and boost dollar 

inflows into the country. As per Federation of Indian Mineral Industries (FIMI), 

India exported 117MT of ore in FY10, which sharply dropped to 18-20MT in 

FY13 on the back of mining bans in Goa/Karnataka, higher export duties and 

increased outbound freight rates. Our Basic Material’s team forecasts India IO 

exports to be at 13.5MT in FY14E. However factoring in inventory liquidation in 

Goa (10-15MT) and excluding potential dumps exports, we think IO exports for 

FY14E could be as high as ~30MT.   

Relaxation of the regulatory stand on mining and an increase in exports will 

in our opinion lead to an increase in utilisation of fleet operators as well as 

an increase freight rates and thereby improve the demand outlook.  

Snippets from calls with NBFCs/banks on CV cycle 

Sriram Transport Finance: Stress persists in the CV industry, moderate pick-

up expected in 2H FY14 but significant improvement would happen post 

manufacturing/mining sector pick-up.  

a) Stabilization is there overall, but in some regions and some segments 

there is more stress. So on average, the stress levels remain the same.  

b) In second half of the year, we expect it (commercial vehicles) to be a little 

more stable. 

c) As far as asset quality is concerned, if the economic situation improves, 

things can become much better. Right now, it looks as if freight 

availability is good and freight rates are reasonably good. But one cannot 

be fully assured of that till the manufacturing side comes back into some 

growth. Right now, neither manufacturing nor mining has come back to 

normalcy 

From earnings call held on 29
th

 Oct’13 

Sundaram Finance: CV industry is under strain, hopeful of good monsoon led 

recovery in H2 

There is lot of strain in commercial vehicles. The cash flows are stressed for 

commercial vehicle owners as they are getting payments from their customers 

after 3-4 months of delay. Also, the number of trips per vehicle has come 

down and almost 30%-35% of vehicles are not deployed. Andhra has been 

impacted due to multiple factors, political factors and excess rain. We are 

hopeful of some recovery in H2 due to monsoon effects. 

From earnings call held on 7
th

 Nov’13 
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Snippets from earnings calls of OEMs on CV cycle 

Tata Motors:  Near term pain to continue, but moderate pick-up in sight 

a) Looking forward from the India business point of view in Commercial 

Vehicles, we expect the economy will continue to remain subdued 

throughout this financial year, which will keep our sales of Commercial 

Vehicles under pressure. 

b) Few positives developments: 

i. The above average monsoon should hopefully lead to better rural 

consumption demand 

ii. Some of the government approvals for projects that have been 

postponed or stalled have started coming in, which hopefully 

should generate further demand for our products 

iii. JNNURM (Jawaharlal Nehru National Urban Renewal Mission) 

Phase 2 announced should also drive some bus volume. 

 

c) From a company point of view in Commercial Vehicles, we will launch new 

products in the Prima Range, Ultra trucks and offer product refreshes in 

both small Commercial Vehicles and pick-ups. We'll continue to expand 

the export potential for our vehicles. 

From earnings call held on 8
th

 Nov’13 

Ashok Leyland: CV industry under pressure with moderate uptick in pockets; 

mining revival will be a major swing 

a) CV industry is under pressure with OEMs offering high discounts 

b) Capacity utilization with fleet operators is at 60% 

c) Demand from certain pockets has picked up, like perishable/food 

commodities, but key drivers of mining and construction are still to pick 

up 

d) Some green shoots are visible the mining sector and according to the 

management if the mining sector revives, significant demand can be 

generated for commercial vehicles.  

From earnings call held on 7
th

 Nov’13 

Earnings snapshot 

Table 1 Bosch’s 3Q CY13 earnings snapshot 

Rs m 3Q CY13 3Q CY12 YoY (%) 

Net sales 21,499 20,538 4.7% 

EBITDA 3,266 2,732 20% 

EBITDA Margin 15.2% 13.3% 189  

Net Profit 2,343 2,028 15% 

Net Margin 10.9% 9.9% 102  

 

Source: Espirito Santo Investment Bank Research, Company Data 
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Reduce estimates 

We reduce our revenue estimates by 13% and 17% for CY13 and CY14 

respectively primarily to reflect the delayed recovery in the CV cycle. 

Furthermore we cut our EPS estimate by c.30% after incorporating a higher 

tax rate going forward. We roll forward valuation and incorporate changes in 

estimates to arrive at an updated fair value of Rs 9725/share (Rs 10625 

previously). 

Table 2 Change in estimates 

Rs m New CY13E Old CY13E % change New CY14E Old CY14E % change 

Revenue 88,434 101,751 -13% 100,065 120,282 -17% 

EBITDA 14,003 15,967 -12% 16,095 19,176 -16% 

EPS 298 421 -29% 355 507 -30% 

 

Source: Espirito Santo Investment Bank Research, Company Data 
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Figure 5 DCF Snapshot 

  
Source: Espirito Santo Investment Bank Research, Bloomberg 
 

WACC 11.1%

Equity Risk Premium 7.0%

Beta                       0.5 

Risk Free Rate 8%

Terminal Growth Rate 5%

DCF fair value INR 9,725 

DCF Snapshot

Valuation Methodology 

 

We roll forward valuation and reduce our estimates to reflect the delayed 

recovery in the CV cycle and reiterate BUY with an updated FV of Rs. 9725 

(Rs 10,625 previously). Bosch is trading at 24.6x CY14E earnings; we think 

current valuation is sustainable given its formidable technological edge, a 

strong brand with near monopolistic market share, combined with stable 

earnings growth of 18% CAGR in CY14E and CY15E. A slower than anticipated 

pick-up in demand by OEMs is the key risk to our estimates. 

 

DCF calculation 

Table 3 DCF calculation 

 
Source: Espirito Santo Investment Bank Research, Company Data 

 

 

Risks to Fair Value 

 

A slower than anticipated pick-up in demand for commercial vehicles and 

diesel passenger cars could impact revenue momentum significantly.  

 

  

  

  

  

Please visit our website at www.EspiritoSantoIB.co.uk for up to date recommendation charts. 

 

2012 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E

Revenue 86,591 88,434 100,065 115,729 134,246 155,054 178,312 204,167 232,750 263,008 294,569 326,972 359,669 392,039

% growth 6% 2% 13% 16% 16% 16% 15% 15% 14% 13% 12% 11% 10% 9%

EBIT 9,825 9,966 11,655 14,019 16,598 19,558 22,492 25,753 29,359 33,176 37,157 41,244 45,368 49,451

% growth -22% 1% 17% 20% 18% 18% 15% 15% 14% 13% 12% 11% 10% 9%

Less: Cash Taxes 3,879 4,208 5,006 5,919 7,008 8,258 9,497 10,874 12,396 14,008 15,689 17,415 19,156 20,880

Add: Depreciation & Amortization 3,670 4,037 4,441 4,885 4,474 4,892 5,309 5,716 6,103 6,429 6,678 6,832 6,876 6,798

Less: Capital Expenditures 7,262 4,500 6,000 5,500 5,038 5,508 5,978 6,436 6,872 7,239 7,519 7,692 7,742 7,654

Add: Change in WC -2,280 3,559 -547 2,669 3,095 3,575 4,112 4,708 5,367 6,065 6,792 7,539 8,293 9,040

Total Cash Flow + Terminal Value 74 8,854 4,542 10,153 12,122 14,259 16,438 18,867 21,561 24,422 27,419 30,508 33,639 668,104

CF + TV per share 2 282 145 323 386 454 524 601 687 778 873 972 1,071 21,278

ROE 17 15 16 16 16 16 15 15 15 14 14 13 13 12

Present value of cash flow/share 278 128 258 277 294 305 315 324 330 333 334 331 5,919

Enterprise Value/Share INR 9,191

Total Debt (mn) 1,850 1,850 1,850

Total Equity (mn) 55,733 62,926 71,483

Net Debt (Cash)/Share -415 -551 -534

PV/Share INR 9,725

Bosch BOS IN

Report date Recommendation Fair value Share price

2013 January 8 Buy Rs10625.00 Rs9302.00

Source: Bloomberg, Espirito Santo Investment Bank Research
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IMPORTANT DISCLOSURES 

091113 

This report was prepared by Espírito Santo Investment Bank Research, a global brand name for the equity research teams of Banco Espírito Santo de Investimento, S.A., with 

headquarters in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES Securities do Brasil, S.A – Corretora de Câmbio e Valores Mobiliários, in Brazil, Execution 
Noble Limited, in the United Kingdom, and Espirito Santo Securities India Private Limited, in India, all authorized to engage in securities activities according to each domestic legislation. 
All of these entities are included within the perimeter of the Financial Group controlled by Espírito Santo Financial Group S.A. (“Banco Espírito Santo Group”). 

Analyst Certification 

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst covered in this 
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clients as of end of September 2013. 

Explanation of Rating System  Ratings Distribution 

12-MONTH RATING DEFINITION 

BUY Analyst expects at least 10% upside potential to fair 
value, which should be realized in the next 12 months 

NEUTRAL Analyst expects upside/downside potential of between 

+10% and -10% to fair value, which should be realized in 
the next 12 months 

SELL Analyst expects at least 10% downside potential to fair 
value, which should be realized in the next 12 months 

 

 
As at end September 2013  Total ESIB Research  

Total Investment Banking Clients 

(IBC) 

Recommendation  Count % of Total  Count % of IBC % of Total 

12 Month Rating:        

Buy  205 49.8%  31 79.5% 7.5% 

Neutral  121 29.4%  6 15.4% 1.5% 

Sell  84 20.4%  2 5.1% 0.5% 

Restricted  0 0.0%  0 0.0% 0.0% 

Under Review  2 0.5%  0 0.0% 0.0% 

 

TRADING RATING DEFINITION 

TRADING BUY Analyst expects a positive short-term movement in the 

share price (max duration 2 months from the time Trading 
Buy is announced) and may move out of line with the fair 

value estimate during that period 

TRADING SELL Analyst expects a negative short-term movement in the 
share price (max duration 2 months from time Trading 

Sell is announced) and may move out of line with the fair 
value estimate during that period 

 

 Trading Rating:              

Trading Buy  0 0.0%  0 0.0% 0.0% 

Trading Sell  0 0.0%   0 0.0% 0.0% 

        

Total recommendations  412 100%   39 100% 9.5% 
 

For further information on Rating System please see “Definitions and distribution of ratings” on: http://www.espiritosantoib-research.com. 

Share Prices 

Share prices are as at the close of business on the day preceding publication, unless otherwise specified. 

Coverage Policy  

Espírito Santo Investment Bank Research reserves the right to choose the securities it expresses opinions on. The main criteria to choose such securities are: 1) markets in which they 

trade 2) market capitalisation 3) liquidity, 4) sector suitability. Espírito Santo Investment Bank Research has no specific policy regarding the frequency in which opinions and investment 
recommendations are released. 

Representation to Investors 

Espírito Santo Investment Bank Research has issued this report for information purposes only. This material constitutes "investment research" for the purposes of the Markets in Financial 

Instruments Directive and as such contains an objective or independent explanation of the matters contained in the material.  

Any recommendations contained in this document must not be relied upon as investment advice based on the recipient's personal circumstances. This report is not, and should not be 
construed as an offer or a solicitation to buy or sell any securities or related financial instruments. The investment discussed or recommended in this report may be unsuitable for 

investors depending on their specific investment objectives and financial position. The material in this research report is general information intended for recipients who understand the 
risks associated with investment. It does not take account of whether an investment, course of action, or associated risks are suitable for the recipient. This research report does not 

purport to be comprehensive or to contain all the information on which a prospective investor may need in order to make an investment decision and the recipient of this report must 
make its own independent assessment and decisions regarding any securities or financial instruments mentioned herein. In the event that further clarification is required on the words or 

phrases used in this material, the recipient is strongly recommended to seek independent legal or financial advice. Where an investment is denominated in a currency other than the 
investor’s currency, changes in rates of exchange may have an adverse effect on the value, price of, or income derived from the investment. Past performance is not necessarily a guide to 
future performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise against the 

interest of investors. Any recommendation and opinion contained in this report may become outdated as a consequence of changes in the environment in which the issuer of the 
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein. The securities mentioned in this publication 

may not be eligible for sale in some states or countries. 

All the information contained herein is based upon information available to the public and has been obtained from sources believed to be reliable. However, Espírito Santo Investment 

Bank Research does not guarantee the accuracy or completeness of the information contained in this report. The opinions expressed herein are Espírito Santo Investment Bank Research 
present opinions only, and are subject to change without prior notice. Espírito Santo Investment Bank Research is not under any obligation to update or keep current the information and 
the opinions expressed herein nor to provide the recipient with access to any additional information.  

Espírito Santo Investment Bank Research has not entered into any agreement with the issuer relating to production of this report. Espírito Santo Investment Bank Research does not 
accept any form of liability for losses or damages which may arise from the use of this report or its contents.  

Ownership and Material Conflicts of Interest  

Banco Espírito Santo de Investimento, S.A. and/or its Affiliates (including all entities within Espírito Santo Investment Bank Research) and/or their directors, officers and employees, may 
have, or have had, interests or qualified holdings on issuers mentioned in this report. Banco Espírito Santo de Investimento, S.A. and/or its Affiliates may have, or have had, business 

relationships with the companies mentioned in this report. However, the research analysts may not purchase or sell securities or have any interest whatsoever in companies subject to 
their opinion. 

Banco Espírito Santo Group has a qualified shareholding (1% or more) in EDP, Portugal Telecom and Providência. Portugal Telecom has either a direct or indirect qualified shareholding 
(2% or more) in Banco Espírito Santo, S.A.  

Pursuant to Polish Ministry of Finance regulations, we inform that Banco Espírito Santo Group companies and/or Banco Espírito Santo de Investimento, S.A. Branch in Poland do not have 
a qualified shareholding in the Polish Securities Issuers mentioned in this report higher than 5% of its total share capital. 

The Chief Executive Officer of Banco Espírito Santo de Investimento, S.A., Mr. José Maria Ricciardi, is a member of EDP’s General and Supervisory Board. Mr. Rafael Valverde, a member of 

the board of Banco Espírito Santo de Investimento, S.A., is a non-executive board member of EDP Renováveis. Mr. Ricardo Abecassis Espírito Santo Silva, a member of the board of 
Banco Espírito Santo de Investimento, S.A., is a board member of Brazil Hospitality Group. 

Banco Espírito Santo de Investimento, S.A and/or its subsidiaries are liquidity providers or market makers for Altri, Usiminas and Vale. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated as a syndicate member in share offerings of Aliansce, Brazil Hospitality Group, Iguatemi, 

IQE plc, Marfrig, Minerva, Santander, Vertu Motors and ZE PAK in the last 12 months. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated as a syndicate member in the bond issues of the following companies: EDP, Galp 
Energia, Jerónimo Martins, Mota-Engil, Portugal Telecom, REN and Sonae in the last 12 months. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries provided investment banking services to the following companies: 4imprint, Aliansce, AGA Rangemaster Group, Brazil 
Hospitality Group, Burford Capital, Casino Guichard, EDP, EDP Renovaveis, Ence, Galp Energia, Globe Trade Centre, Godrej Consumer Products, Iguatemi, Inditex, IQE, Jerónimo Martins, 

Kcom Group, Kredyt Inkaso, Kruk, Laird, Marfrig, Minerva, Mota-Engil, Novae Group Plc, Portugal Telecom, REN, Rovi, Santander, Semapa, Sonae, Sports Direct, SVG Capital, Ted Baker, 
Vertu Motors, Xchanging, ZE PAK and Zon Optimus in the last 12 months. 
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Banco Espírito Santo Group has been a partner to Mota-Engil in the infrastructure business in Portugal and other countries. Mota-Engil and Banco Espírito Santo Group, through ES 

Concessões, S.G.P.S., S.A., have created a joint holding company – Ascendi – for all stakes in transportation infrastructure concessions, in Portugal and abroad. Banco Espírito Santo de 
Investimento, S.A. provided, or continues to provide, investment banking services to Ascendi. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries do and seek to provide investment banking or other services to the companies referred to in this research report. As a 
result, investors should be aware that a conflict of interest may exist.  

Market Making UK 

Execution Noble Limited is a Market Maker in companies covered and may sell to or buy from customers as principal in certain financial instruments listed or admitted to listing on the 
London Stock Exchange. For information on Companies to which Execution Noble Limited is a Market Maker please see “Execution Noble Limited UK Market Making” on 

http://www.espiritosantoib-research.com. 

Confidentiality 

This report cannot be reproduced, in whole or in part, in any form or by any means, without Espírito Santo Investment Bank Research’s specific written authorization. This report is 

confidential and is intended solely for the designated addressee. Therefore any disclosure, replication, distribution or any action taken in reliance on it, is prohibited and unlawful. Receipt 
and/or review of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this 

report (including any investment recommendations, estimates or price targets without first obtaining express permission from an authorized officer of Banco Espírito Santo de 
Investimento, S.A.  

Regulatory Authorities 

For information on the identity of the Regulatory Authorities that supervise the entities included within Espírito Santo Investment Bank Research please see http://www.espiritosantoib-
research.com. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This report was prepared by Espírito Santo Investment Bank Research, a global brand name for the equity research teams of Banco Espírito Santo de Investimento, S.A., with 

headquarters in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES Securities do Brasil, S.A – Corretora de Câmbio e Valores Mobiliários, in Brazil, Execution 
Noble Limited, in the United Kingdom, and Espirito Santo Securities India Private Limited, in India, all authorized to engage in securities activities according to each domestic legislation. 

Neither Banco Espírito Santo de Investimento, S.A. nor these affiliates are registered as a broker-dealer in the United States and therefore, is not subject to U.S. rules regarding the 
preparation of research reports and the independence of research analysts. This report is provided for distribution to U.S. institutional investors in reliance upon the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended. 

This report is confidential and not intended for distribution to, or use by, persons other than the addressee and its employees, agents and advisors.  

E.S. Financial Services, Inc. is the U.S. distributor of this report.  E.S. Financial Services, Inc. accepts responsibility for the contents of this report, subject to the terms set out below, to the 

extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Any U.S. person receiving this report and wishing to effect securities transactions in any security 
discussed in the report should do so only through E.S. Financial Services, Inc. 

Contact Information 

Garreth Hodgson Senior Managing Director / Head of Sales (212) 351-6054 ghodgson@espiritosantoib.com  

Eva Gendell Vice President (212) 351-6058 egendell@espiritosantoib.com  

James Kaloudis Executive Director (212) 351-6065 jkaloudis@espiritosantoib.com  

Mike Williams  Vice President  (212) 351-6052  mwilliams@espiritosantoib.com 

Pedro Marques Vice President (212) 351-6051 pmarques@espiritosantoib.com 

Tatiana Sarandinaki Vice President (212) 351-6055 tsarandinaki@espiritosantoib.com 

 

E.S. Financial Services, Inc.  
New York Branch  

340 Madison Avenue, 12th Floor  
New York, N.Y. 10173  

Each analyst whose name appears in this report certifies the following, with respect to each security or issuer that the analyst covers in this report: (1) that all of the views expressed in 
this report accurately reflect the personal views of the analyst about those securities and issuers; and (2) that no part of the compensation of the analyst was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the analyst in this report. 

The analysts whose names appear in this report are not registered or qualified as research analysts with the Financial Industry Regulatory Authority ("FINRA") and may not be associated 
persons of E.S. Financial Services, Inc. and therefore may not be subject to the applicable restrictions under FINRA Rules on communications with a subject company, public appearances 

and trading securities held by a research analyst account. 

Ownership and Material Conflicts of Interest 

Banco Espírito Santo de Investimento, S.A. and/or its Affiliates and/or their directors, officers and employees, may have, or have had, interests or qualified holdings on issuers mentioned 
in this report. Banco Espírito Santo de Investimento, S.A. and/or its Affiliates may have, or have had, business relationships with the companies mentioned in this report.  

For a complete list of the covered Issuers in which Banco Espírito Santo de Investimento, S.A. or its Affiliates hold stakes in excess of 1% and for information on possible material conflicts 

of interest arising from investment banking activities please see “Important disclosures for US persons” on http://www.espiritosantoib-research.com. 

Receipt of Compensation  

For information on Receipt of Compensation from subject Issuers please see “Important disclosures for US persons” on http://www.espiritosantoib-research.com. 

Representation to Investors 

Espírito Santo Investment Bank Research has issued this report for information purposes only. All the information contained therein is based upon information available to the public and 
has been obtained from sources believed to be reliable. However, Espírito Santo Investment Bank Research does not guarantee the accuracy or completeness of the information 
contained in this report. The opinions expressed herein are our present opinions only, and are subject to change without prior notice. Espírito Santo Investment Bank Research is not 

under any obligation to update or keep current the information and the opinions expressed herein. This report is not, and should not be construed as an offer or a solicitation to buy or sell 
any securities or related financial instruments. The investment discussed or recommended in this report may be unsuitable for investors depending on their specific investment objectives 

and financial position. Where an investment is denominated in a currency other than the investor’s currency, changes in rates of exchange may have an adverse effect on the value, price 
of, or income derived from the investment. Past performance is not necessarily a guide to future performance. Income from investments may fluctuate. The price or value of the 

investments to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation and opinion contained in this report may 
become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, 
assumptions and valuation methodology used herein. The securities mentioned in this publication may not be eligible for sale in some states or countries. Espírito Santo Investment Bank 

Research does not accept any form of liability for losses or damages which may arise from the use of this report. Please note that investing in any non-U.S. securities or related financial 
instruments discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with the U.S. Securities and Exchange Commission or 

subject to regulation in the United States. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and 
reporting standards and regulatory requirements comparable to those in the United States. 
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