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The consequences of the financial crisis that took 
over the world will leave deep traces. Aim of this 
report is to show 1) Croatian banking sector is 
stable and should not suffer direct damage of 
financial market implosion; 2) Despite global 
economic growth slowdown, some Croatian 
companies will continue to deliver good results 
and thus present good BUY opportunity after 
heavy drop on capital market 

Croatian banking sector… Although Croatian banks 
have no direct exposure to the U.S. subprime market, 
they have been affected by the turmoil in western 
Europe. However, monetary government and politicians’ 
claims that Croatian banks are among the safest in 
Europe are not just aimed to preventing panic, but have 
basis. 

Hrvatske telekomunikacije… Despite payment of 
HRK 2.4 bn dividend (HRK 2.56 per share) the company 
is still loaded with cash with some  HRK 4.27 bn (HRK 
52.18 per share) on its balance sheet. We see the 
company undertaking 2 actions in the near future: 1) 
Acquisition of 3rd largest Bosnia and Herzegovina 
integrated telecom HT Mostar, 2) Usage of extra cash in 
a form of: i) extraordinary dividend payout, ii) capital 
decrease, or iii) share buy-back. 

Konzum…Company is largest domestic retail chain 
with main operations in 3 segments: i) Retail 
(convenience stores, supermarkets, and hypermarkets), 
ii) Wholesale, iii) Health & Beauty retail. It operates 
more than 600 stores placed in all Croatian counties. 
Konzum is the only retailer on domestic market with 
developed distribution, neighborhood store concept and 
larger formats concepts. 

Adris Group… Group is one of the most profitable 
among domestic companies and managed to 
significantly improve its operational side in the first half 
of 2008. We see the rest of the year being marked with 
profitable operations of Adris’s vital tourism arm Maistra 
(MAIS-R-A) and further improvements of TDR’s results 
through the entrance into the new foreign markets, and 
start of distribution of TDR brands in HORECA channel.  

Dalekovod…Company is a clear energy play, and as 
such shares attractive industry outlook. The company is 
involved in transmission lines production and 
construction, electrification of railway and tramway lines, 
tunnel lightning and traffic management and renewable 
sources electricity production. 

 



 Croatian banking 
sector – defying 

global financial crisis 

 
Global impact of credit crunch 
 

The news on banking problems and crave for help from States and healthy banks is 
daily reality. The importance of sound financial sector for every part of economic 
structure is obvious and confirmed by tremendous efforts made by governments 
and economic analysts to save as much as possible. Unfortunately, we are 
witnessing how easily financial risks turn into sovereign risks.  

The list of countries and measures they take to alley the implosion of the financial 
markets is considerable, and further actions in the coming days are expected. 
Interest rate cuts, capital injections, lending guarantees, all aimed to restore 
liquidity, revive the banking system and rebuild investors’ confidence. The crisis 
also reflected heavily on capital markets and the influence on the real economy is 
yet to be seen. Forecast for economic growth have been reassessed downward 
worldwide. 

Overheated private consumption holds back as oil and food prices increased and 
credit expansion decelerates. Consumption drop results in investment drop, 
especially in conditions like this, with lack of liquidity and excess cash, which than 
causes economies freeze, until trust and saving are refunded.  

The losses caused by turbulence on the financial markets are increasing on a daily 
basis, without any signs when cleaning of the balance sheets will come to an end. 
Total incurred and recorded losses are estimated on around US$ 600 billion, and 
predictions on the future ones differ heavily.  

By the last data, America suffered the most, with cumulative losses higher than 
US$ 380 billion, Europe recorded US$ 230 billion losses, while Asia lost around US$ 
25 billion. In recapitalization wave aimed to save financial institutions and ease the 
panic, a total of US$ 500 billion has been injected in banks, however not enough to 
save more than 100,000 workplaces.   

Losses recognized 

 

 

 

 

 

 

 

Source: Bloomberg
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 Banking sector 

Immunity of Croatian banking system  
 

Although Croatian banks have no direct exposure to the U.S. subprime market, 
they (and their foreign parents) have been affected by the turmoil in western 
Europe. However, monetary government and politicians’ claims that Croatian banks 
are among the safest in Europe are not just aimed to preventing panic, but have 
basis. By comparing different countries in Europe, we will show Croatia has no 
credit or liquidity problems, but is only experiencing confidence crisis. 

As in many countries, Croatian government and central bank also took some steps 
to increase liquidity and ease confidence panic. The first measure was taken by 
Croatian central bank to increase liquidity by marginal obligatory reserve 
abolishment, what released another HRK 3.2 bn or 0.9% of total assets. 
Furthermore, in line with agreement of EU countries, Government increased the 
amount of deposits it guarantees for from HRK 100,000 to HRK 400,000, to 
mitigate panic among costumers.  

Below, we give the breakdown of Croatian banking sector assets and compare it 
with selected European countries. 

 

Structure of banking assets and liabilities as at 31 December 2007 

 

Source: central bank 

 

Main characteristics of banking assets: 

1) More than 63% of total assets (August 2008: 66%) relates to loans to 
clients and financial institutions, of which only HRK 1.6 billion (0.5% of total 
assets) relates to non residents 
 
The indirect effect of crisis that could hit Croatian banks is increase of 
nonperforming loans. B and C placements and contingent liabilities form 
3.2% of total in 1H08 and record a constant decrease from 2004. In line 
with those movements, impairment provision has dropped from 3.7% to 
2.5%. In forthcoming periods, those will most probably increase as a result 
of growth slowdown. 
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 Banking sector 

Placements classification and impairment provision movements 

 
Source: central bank 

 
2) Further problems of foreign banks could cause liquidity issues for maximum 

10% of assets, as that is the part invested in foreign financial institutions  
 

3) However, 15% of total assets are accounts at central bank, gyro account or 
other reserves, which represents valuable buffer in case of extra liquidity 
needs 
  

4) Also, it very important to notice that only 6% relates to securities and other 
financial instruments (none of them invested in mortgage backed up 
securities). We decompose investment in even more details.  
 

Breakdown of investment in securities  

 
Source: central bank 

Out of total, more than 50% relate to bond of Croatia and foreign states. 
Only 13% (less than 1% of total assets) relates to more risky foreign 
financial institution debt securities.   
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 Banking sector 

Main characteristics of banking liabilities: 

1) More than 68% of total assets (August 2008: 78%) relates to deposits 
 

2) Only 15% relates to loans taken, enabling bank better control over 
expenses as borrowing costs increase. For the comparison purposes, Iceland 
banks had more than 66% of total liabilities in loans from financial 
institutions and bonds issued (August 2008: 69%!) 
 
Out of total amount of loans from financial institutions in Croatian banks, 
almost 60% relates to loans from foreign institutions, 27% is borrowed from 
Croatian bank for reconstruction and development and 6% from central and 
other domestic banks.   
 

3) Capital amounts to 13% of total assets, which is far more than in selected 
countries  
 

Capital/Total assets ratio of selected countries banking sector 

 

 

 

 

 

 

 

 

 

 

Source: countries’ central banks 

We would emphasize some additional fact, showing Croatian banks have a 
sufficient buffer zone to cope with increased write offs and other consequences of 
current financial breakdown are: 

Ø Obligatory reserve of 17% is much higher than in other European countries, 
and together with other reserves imposed by central banks, total deposits 
held with central bank form almost 15% of total assets. Although this 
impacts banks’ profitability, in financial slump, those deposits represent a 
pillow, providing extra liquidity to the sector, by relaxing monetary 
restrictions (as mentioned above, central bank already released a part of 
liquidity by using this measure). 
 

Ø Capital adequacy minimum is set to 10% (new decision in force form July 
2009: increase to 12%). Again, stricter rules than in other European 
counties, that are however welcomed now, as bank have more credit risk 
weighted assets covered with capital.  
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 Banking sector 

Due to this, Croatian banks recorded high capital increases in the preceding 
years pushing capital/assets ratio to current level of 13%. Capital adequacy 
amounted to 15.2% on 1H2008. 
 

Capital growth and capital/assets ratio movement 

 
 

 

 

 

 

 

 

 

Source: central bank 

 

Ø Croatian financial market, despite expansion in preceding years, is still not 
as developed as other leading markets. This is again favorable in current 
situation, as Croatian banks are still focused on core business, deposits 
taking and loans granting. As we already mentioned, 63% of total assets 
relate to loan to clients, while only around 7% relate to investments.  
 

Ø The graph below represents the summary of differences between balance 
sheet items of Croatian and selected foreign banking sectors 
 

Share of balance sheet items in total assets 

 
Source: countries’ central banks 
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 Banking sector 

Impact on Croatia 

 

Despite our conclusion that Croatian banks are save, regardless of mother banks’ 
potential problems, rougher credit conditions, liquidity squeeze, panic among 
costumers… consequences on economy will be severe.  Regulatory environment 
and enhanced supervision of operations will take place. All those will most probably 
increase the expenses for the banks, but return the confidence of customers, which 
has been damaged. With all the help provided by Governments, financial 
institutions will get back on the track. However, greater accent is now put on the 
impact on real sector. 

The forecasts on Croatian GDP growth are revalued downward, to some 3.5% in 
current and following year, which is well above other countries, many of which get 
to or stepped into recession. Croatian economic growth slowdown will be result of 
mix - personal consumption drop due to inflation and credit expansion end; fiscal 
policy cool down; Croatian trading partners, more than 60% EU countries, 
experiencing even severer scarves; next year’s income from tourism, which is 
highly dependent on economic cycles, are under question mark…       

What about interest rates? After years of shrinking spread with the peak during 
second half of 2006, moderate growth of interest rates on loans began in 2H2007, 
on deposit from the end of the year, with higher increase from the beginning of 
2008. Although we believe there will be no considerable growth of interest rates, 
especially after inflation boom passed, it all depends on how deep traces will the 
crisis leave. CEO’s of leading Croatian banks announced that they do not expect 
interest rate growth, but see credit limitations. The banks will focus on SME 
segment and reduce consumer loans.       

Interest rate movement, yoy  

 
Source: central bank 

Croatian banks, as showed by this research seem to be secure and should continue 
generating good results. And European banking conglomerates depend on eastern 
Europe even more now, as their liquidity issues could partially be solved by 
withdrawal of earnings from healthy subsidiaries. Everyone has some interest in 
stable financial sector… 
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Ø Integrated telecom service provider HT (HT-R-A) released H1 results in line 
with our expectations. The company managed to increase sales by 2,1% as a 
result of increase in number of users in mobile telephony, and strong growth 
of ADSL and IPTV users which compensated for a decline of fixed lines 
revenues. The company paid out HRK 29,56 dividend representing 
extraordinary 11,4% dividend yield.   
 

Ø We see the company undertaking 2 actions in the near future: 
 

1. Acquisition of 3rd largest Bosnia and Herzegovina integrated 
telecom HT Mostar 

2. Usage of extra cash in a form of: i) extraordinary dividend 
payout, ii) capital decrease, or iii) share buy-back 

 
Ø Company will enter BiH market as Government of F BiH plans to sell a part of 

3rd largest BIH telecom, HT Mostar. HT is already a strategic partner 
holding 39,1% stake of the company and will most likely become major owner 
of it. Entering BiH market will open new possibilities for expansion of this 
index heavy – weight as BiH market is yet to be developed with mobile 
penetration standing to 63% while internet penetration stands at only 7-9%. 
HT’s entrance into this 3,9 million people market would allow significant 
growth potential for the company.   

 
Ø Despite payment of HRK 2,4 bn dividend (HRK 29,56 per share) the company 

is still loaded with cash with some  HRK 4,27 bn (HRK 52,18 per share) on 
its balance sheet. The company already announced that they are looking for 
ways to optimize their balance sheet and we are expecting one of the options 
stated above to take place. In our opinion, extraordinary dividend payout 
could be the most probable solution due to the fact that company has a 
history of paying extraordinary dividends.  
 

Ø Increase in HT’s sales is contributed to several segments: strong increase in 
the number of ADSL and IPTV users which rocketed 45,4% and 239%, 
respectively; increase in mobile users which increased by 14,5%; and an 
increase in mobile MOU (minutes of usage) which soared 5,8%. We see further 
growth of sales being driven by growth of ADSL users, growth of IPTV users, 
and growth of Wholesale services as company recently signed a contract 
with 3rd largest Croatian mobile operator Tele2 which will use HT’s services for 
national roaming.  

 
Ø As we expected, profitability margins declined with EBIT margin standing at 

30% (a drop of 140 bps), EBITDA margin at 46,1% (a drop of 210 bps), and 
Net income margin at 26,8% (a drop of 560 bps). Net income declined by 
15,6% due to the fact that during H1 2007 the company booked a one-off 
income item coming from HT Mostar. We expect a decline in profitability 
margins to continue. The company still operates with highest profitability 
margins in SEE region.  

 
Ø We valued the company using DCF and dividend model. Final calculation of 

value of HT’s equity was calculated as an average of 2 models mentioned 
above. We maintain our buy rating with target price of HRK 354,2 which is 
some 12% lower than our last target price. We see 41,6% growth potential 
on current price of HRK 250,1.   

 

HT-Hrvatske 
telekomunikacije 

In line with expectations 

Shares issued:  81,9 m 

Market Cap:  HRK 21,3 bn 

Sales:  HRK 8,8 bn 

EBITDA:  HRK 4 bn 

Free float:  45% 
 

Performance HT CROBEX 

1 month: -4,3% -15,6% 

3 months: -8,6% -26,2% 

12 months: -35,5% -50,2% 

12 months low: HRK 201 2.209 

12 months high: HRK 399 5.376 

Tickers     

ZSE:   HT-R-A 

BLB:   HTRA ZA 

  2008E 2007 

P/E 9,1 8,3 

P/CF 5,6 5,2 

P/S 2,3 2,2 

P/BV 1,8 1,8 

EV/EBIT 6,4 5,8 

EV/EBITDA 4,1 3,7 

   
 

Current price:  HRK 250,1   
 
Target price:  HRK 354,2 
 
Recommendation: BUY 
 

Jurica Gregurić 
Head of research 
+385 42 390 998 
jgreguric@fima.com 
 
 
Neven Šalamon 
Junior analyst 
+385 42 390 935 
nsalamon@fima.com 
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Valuation 
 
We have valued HT by reference to a DCF and 2008 dividend yield. Our findings, which are 
summarized below, show target price of HRK 354,2 which forms our 12-month target price. This 
gives 41,6% upside potential. 
 
In DCF model we used following assumptions: 

 
• Growth of sales of 2,4% in 2008 followed by gradual decrease to 2% in 2012. We expect 

growth to be driven by growth of ADSL and IPTV users, growth of mobile users, and growth of 
mobile MOU. 

• EBITDA margin of 45,3% in 2008 followed by a gradual decrease to 43,7% in 2012 as a result 
of increased competition. We see 2012 EBITDA to stand at HRK 4,19 bn.  

• EBIT margin of 29% in 2008 followed by a gradual decrease to 28% in 2012 as a result of 
increased competition ending with lower prices of telecommunication services, further decline 
in fixed line operations, and increased costs for acquisition of new costumers. We see 2012 
EBIT to stand at HRK 2,68 bn.  

• Net income margin of 25,5% followed by a gradual decrease to 24,6% in 2012. We see 2012 
net income to stand at HRK 2,36 bn.  

• Capex in the amount of 12% of company’s sales.  
• Risk free rate of 5,5% resulting in WACC of 12,7%.  
• Possible acquisition of HT Mostar was not taken into account.  

 
DCF Model 
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HRK million 2007 2008 2009 2010 2011 2012 2013 

EBIT 2519,0 2553,3 2591,4 2619,6 2655,8 2680,2 2714,3 

Cash taxes 503,8 510,7 518,3 523,9 531,2 536,0 542,9 

NOPLAT 2015,2 2042,6 2073,2 2095,7 2124,7 2144,2 2171,4 

Depreciation 1436,0 1432,2 1403,7 1459,9 1479,1 1507,4 1542,4 

GROSS CF 3451,2 3474,8 3476,8 3555,5 3603,7 3651,6 3713,8 

CAPEX -29,0 1267,2 1079,8 1103,0 1126,1 1148,7 1171,6 

Changes in WC -270,0 -903,0 -430,9 87,1 86,9 84,5 86,1 

FCF wo. debt 3750,2 3110,6 2828,0 2365,5 2390,7 2418,5 2456,0 

WACC 12,69% 

Sum NPV FCF 10.023,1 

NOPLAT t+1 2.605,7 Sensitivity analysis         

Growth rate 2%   1,0% 1,5% 2,0% 2,5% 3,0% 

Beta 0,8 11,5% 349 358 367 378 390 

Risk free rate 5,5% 12,0% 337 345 354 363 374 

Continuing value 20.539,0 12,5% 327 334 341 350 359 

PV 13.419,0 13,0% 317 323 330 338 346 

EV 23.442,2 13,5% 308 314 320 327 334 

Net Debt 19,0 

Cash per share 50,9 

12 M Target price 380 

  2007 2008 2009 2010 2011 2012 

P/E 8,3 9,1 9,0 8,9 8,8 8,7 

P/CF 5,2 5,6 5,6 5,4 5,4 5,3 

P/S 2,2 2,3 2,2 2,2 2,1 2,1 

P/BV 1,8 1,8 1,5 1,3 1,2 1,0 

EV/EBIT  5,8 6,4 6,3 6,2 6,1 6,1 

EV/EBITDA 3,7 4,1 4,1 4,0 3,9 3,9 

* Multiples on current price 
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Final Valuation 

 
  

Telecom Yd 
% 10Y Gov Yd% 

T Yd% - G 
Yd% 

Telefonica O2 10,30% 5,20% 5,10% 

Deutche Telekom 7,40% 4,60% 2,80% 

France Telecom 6,80% 4,30% 2,50% 

Telekom Austria 5,50% 4,80% 0,70% 

Magyar Telecom 10,20% 5,40% 4,80% 

    Average 3,20% 

Croatia 5,80% 

Expected Yd% 9% 

DPS 29,56 

Applied price     328,4 

        

DCF model applied price     380 

        

HT target price     354,2 

 
Final calculation of value of HT’s equity was calculated as an average of 2 models mentioned 
above. We maintain our buy rating with target price of HRK 354,2 which is some 11,5% lower 
than our last target price. We see 41,6% growth potential on current price of HRK 250,1. At HRK 
354,2, we find stock multiples reasonable, trading at 6,2X ‘08f EV/EBITDA.  
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Q2 and H1 2008 Income statement 
 
INCOME STATEMENT 
HRK 
000 Quarter Cumulative 

      2007. 2008. 08/07. 2007. 2008. 08/07. 

  

Sales 2.170.103 2.222.125 2,4% 4.224.422 4.329.772 2,5% 

Domestic 1.945.209 1.955.810 0,5% 3.835.892 3.877.068 1,1% 

Foreign 173.188 198.429 14,6% 272.773 316.233 15,9% 

Other sales 51.706 67.886 31,3% 115.757 136.471 17,9% 

Changes in inventories 0 0 #DIV/0! 0 0 #DIV/0! 

Operating expenses 1.513.810 1.552.200 2,5% 2.933.925 3.069.751 4,6% 

Raw material 537.569 591.586 10,0% 998.188 1.144.412 14,6% 

Employees costs 310.432 285.201 -8,1% 598.004 564.685 -5,6% 

Depreciation 342.100 335.146 -2,0% 688.727 672.383 -2,4% 
Provisions and 
adjustments 22.899 9.844 -57,0% 58.548 45.721 -21,9% 

Other operating costs 300.810 330.423 9,8% 590.458 642.550 8,8% 

  

EBIT 656.293 669.925 2,1% 1.290.497 1.260.021 -2,4% 

EBIT margin 30,2% 30,1% -0,3% 30,5% 29,1% -4,7% 

EBITDA  998.393 1.005.071 0,7% 1.979.224 1.932.404 -2,4% 

EBITDA margin 46,0% 45,2% -1,7% 46,9% 44,6% -4,7% 

  

Net financial result 327.178 75.885 -76,8% 409.198 173.985 -57,5% 

Net extraordinary result 0 0 #DIV/0! 0 0 #DIV/0! 

  

RESULT   

Profit/loss before tax 983.471 745.810 -24,2% 1.699.695 1.434.006 -15,6% 

Corporate tax 219.715 168.769 -23,2% 366.348 308.993 -15,7% 

NET INCOME 763.756 577.041 -24,4% 1.333.347 1.125.013 -15,6% 

Minority interest -6 68 -1233,3% -9 158 -1855,6% 

  

NET INCOME 763.762 576.973 -24,5% 1.333.356 1.124.855 -15,6% 

NET margin   35,2% 26,0% -26,2% 31,6% 26,0% -17,7% 
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2006/2007 Financial Statements 
 
     

     

Balance sheet 2006 2007 

Assets     

Intangible assets 1.204,0 1.083,0 

Tangible assets 7.728,0 6.263,0 

Financial assets 113,0 393,0 

Receivables 32,0 0,0 

Total long term assets 9.077,0 7.739,0 

Inventories 175,0 230,0 

Receivables 1.135,0 1.269,0 

Financial assets 878,0 94,0 

Cash 5.537,0 5.898,0 

Total short term assets 7.725,0 7.491,0 

Accrued income 140,0 0,0 

Total assets 16.942,0 15.292,0 

Capital and liabilities     

Total share capital 13.918,0 12.575,0 

Long term reservations 97,0 90,0 

Long term liabilities 29,0 0,0 

Short term liabilities 2.078,0 2.108,0 

Short term debt 6,0 0,0 

Trade payables 1.383,0 1.513,0 

Other 689,0 595,0 

Deferred income 820,0 519,0 

Total share capital and liabilities 16.942,0 15.292,0 

 
Income statement       

Operating income   8.636,0    8.838,0  

Operating expenses   6.065,0    6.319,0  

Changes in inventories      203,0       253,0  
Raw material   2.954,0    7.739,0  
Employee costs   1.042,0    1.278,0  
Depreciation   1.470,0    1.436,0  
Reservations      205,0       154,0  

Other      597,0       465,0  

EBIT   2.571,0    2.519,0  

EBIT margin 29,8% 28,5% 

EBITDA   4.041,0    3.955,0  
EBITDA margin 46,8% 44,7% 
Net financial result      216,0       568,0  
Net extraordinary result              -               -  
Gross profit   2.787,0    3.087,0  

Corporate tax      573,0       616,0  

NET INCOME   2.214,0    2.471,0  

NET margin 25,6% 28,0% 
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Ø Despite its enormous size, Konzum still manages to increase sales at 2 
digits rates followed by impressive growth of its operational side. In 2007, 
the company earned 1,7 times more than all other Top 10 retail chains that 
operated with positive bottom line. In the same year, Konzum had 4,6 times 
greater sales than 2nd largest retail chain on domestic market. The company is 
also one of the major domestic employer employing more than 12,000 people. 
 

Ø Konzum operates more than 600 stores placed in all Croatian counties. 
Konzum’s big competitive advantage is the fact that company covers different 
retail formats offering both: 1) close to home convenience stores; 2) 
supermarkets & hypermarkets for larger shopping. With such approach, 
Konzum accommodates the most important needs of domestic 
consumers who still cherish both types of shopping styles.   

 
Ø Holding 71,6% of shareholders’ equity, the biggest domestic private 

conglomerate, Agrokor, is major owner of Konzum. Under its umbrella, 
Agrokor includes leading domestic companies operating in food & beverage 
segment, and retail & distribution segment. Additional 11,1% is owned by 
another Agrokor’s company, Jamnica (JMNC-R-A).  

 
Ø After an excellent 2007, during which the company passed HRK 10 bn in sales 

(11,7% increase), Konzum continued with excellent performance delivering 
astonishing results in first half of 2008. Company’s sales further increased by 
11,8% to end at HRK 5,47 bn. At the same time, operating expenses 
increased by 11% resulting in 58,9% increase in EBIT, and 43,6% 
increase in EBITDA. Net income declined by 21,8% as a result of 
significantly deteriorated net financial result. However, historically the 
company performs best during the Q4 due to the holiday season which will 
offset financial losses. We estimate net income in 2008 to increase by 19,4% 
to HRK 268,4 million.  
 

Ø Being a part of Agrokor, the biggest domestic private company which also 
owns companies in food business, water business, iced products business etc., 
Konzum by default has excellent relations with big part of suppliers and profits 
from synergies created by such relations. 

 
Ø Besides operating a retail chain under the brand Konzum, the company also 

operates wholesale chain under the brand Velpro, and recently started a 
retail chain oriented towards the health & beauty segment under the brand 
Kozmo.  

 
Ø On 31st of March, the company held an Extraordinary General Assembly during 

which the shareholders voted for a stock split in 180:1 ratio. With this 
action par value per share was reduced from HRK 1.800 to HRK 10. As the 
stock previously traded in HRK 50,000 – 100,000 range (EUR 7,000 – 14,000) 
per share, after a split it became more appropriate for general publ ic. 

 
Ø We have valued Konzum using DCF model and Relative Valuation. Our final 

target price of HRK 239 is calculated using 75% of DCF model derived target 
price and 25% of Relative Valuation derived target price. Target price of HRK 
239 gives 40,6% upside potential on current price of HRK 170 and is given 
our BUY recommendation.  

 

 
Konzum 

Astonishing performance 

Shares issued:  22,7 m 

Market Cap:  HRK 3.9 bn 

Sales:  HRK 10,9 bn 

EBITDA:  HRK 506 m 

Free float:  17,3% 
 

Performance KNZM CROBEX 

1 month: -3,4% -15,6% 

3 months: -22,7% -26,2% 

12 months: -59,2% -50,2% 

12 months low: HRK 140 2.209 

12 months high: HRK 606 5.376 

Tickers     

ZSE:   KNZM-R-A 

BLB:   KNZMRA ZA 

  2008E 2007 

P/E 14,4 17,2 

P/CF 9,9 11,5 

P/S 0,3 0,4 

P/BV 3,4 4,3 

EV/EBIT 9,5 11,5 

EV/EBITDA 7,6 9,0 

   
 

Current price:  HRK 170 
 
Target price:  HRK 239 
 
Recommendation: BUY 
 

 

Jurica Gregurić 
Head of research 
+385 42 390 998 
jgreguric@fima.com 
 
 
Neven Šalamon 
Junior analyst 
+385 42 390 935 
nsalamon@fima.com 
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Valuation 
 
We have valued Konzum using DCF model and Relative Valuation. Our final target price of HRK 239 
is calculated using 75% of DCF model derived target price and 25% of Relative Valuation derived 
target price. Target price of HRK 239 gives 40,6% upside potential on current price of HRK 170 
and is given our BUY recommendation.  
 
We see Konzum’s sales increasing by 11,8% in this year fueled by increased inflation, new stores 
opening, organic growth and further increase in distribution and health & beauty segment. In later 
years we expect growth of sales to gradually decline from 7,9% in 2009 to 6% in 2012 when we 
expect sales to reach HRK 14,49 bn.  
 
On operational side, in this year we expect the company to slightly increase EBITDA margin to 5,4% 
as a result of better cost control and advantages of economies of scale. Our estimate of this year’s 
EBITDA is HRK 599,4 million. We expect EBITDA margin to further increase in forthcoming years 
with 2012 EBITDA margin standing at 5,6% with EBITDA amounting to HRK 808,9 million. At the 
same time, we expect this year’s EBIT to amount to HRK 477,5 million with corresponsive margin 
standing at 4,3%. In forthcoming years we expect a slight increase of EBIT margin to 4,5% in 2012 
when we see EBIT at HRK 652,1 million.  
 
 
DCF Model 

 
 

HRK million 2007 2008 2009 2010 2011 2012 2013 

EBIT 394,6 477,5 527,2 570,9 613,6 652,1 683,3 

Cash taxes 78,9 95,5 105,4 114,2 122,7 130,4 136,7 

NOPLAT 315,7 382,0 421,7 456,7 490,9 521,7 546,6 

Depreciation 111,4 121,9 127,7 138,6 149,2 156,9 163,5 

GROSS CF 427,1 503,9 549,4 595,3 640,1 678,5 710,2 

CAPEX 358,7 303,8 319,8 327,4 317,0 321,4 321,9 

Changes in WC -167,8 -110,2 -119,8 -123,0 -115,5 -99,5 -97,2 

FCF wo. debt 236,1 310,3 349,4 390,9 438,6 456,6 485,4 

WACC 10,38% 

Sum NPV FCF 1.581,4 

NOPLAT t+1 584,3 Sensitivity analysis         

Growth rate 3%   2,0% 2,5% 3,0% 3,5% 4,0% 

Beta 0,8 8,5% 294 316 342 373 411 

Risk free rate 5,5% 9,5% 248 264 282 303 328 

Continuing value 5.627,9 10,4% 218 230 243 259 277 

PV 4.830,3 11,5% 188 196 206 217 230 

EV 6.411,7 12,5% 167 173 181 189 199 

Net Debt 888,7 

Stock value 243,3 

  2007 2008 2009 2010 2011 2012 

P/E 17,2 14,4 12,3 10,7 9,4 8,5 

P/CF 11,5 9,9 8,7 7,7 6,9 6,3 

P/S 0,4 0,3 0,3 0,3 0,3 0,2 

P/BV 4,3 3,4 2,8 2,3 1,9 1,6 

EV/EBIT  11,5 9,5 8,6 7,9 7,4 7,0 

EV/EBITDA 9,0 7,6 6,9 6,4 5,9 5,6 

* Multiples on current price 
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For peer group valuation method we have used large retail chains operating in CEE region. Our final 
calculation is an average of all target prices applied to Konzum’s values. Using this method we 
derived at HRK 226,1 target price.  
 
Peer group valuation 

 

  P/E P/EBITDA P/S P/BV EV/EBIT EV/EBITDA EV/Sales 

MERCATOR 17,5 4,7 0,3 0,9 27,9 12,3 0,7 

TESCO KIPA KITLE - 12,5 0,6 1,1 30,4 11,6 0,5 

EMPERIA 15,8 7,1 0,3 1,6 16,8 11,9 0,4 

EUROCASH 17,7 8,5 0,2 4,9 16,2 11,7 0,3 

CARREFOURSA CA-A 36,3 10,3 0,6 1,5 29,6 16,9 1,0 

DIXY GROUP-CLS 29,6 6,6 0,4 2,4 21,8 13,4 0,7 

                

Peer Group Average 23,3 8,3 0,4 2,1 23,8 13,0 0,6 

                

Konzum per share 9,9 22,3 478,1 39,9 17,4 22,3 478,1 

                

Applied price 231,2 184,3 184,1 81,8 384,1 259,4 258,0 

                

Target price 226,1 
 
 

Final Valuation 
 
We have valued Konzum using DCF model and Relative Valuation shown above. Our final target price 
of HRK 239 is calculated using 75% of DCF model derived target price and 25% of Relative Valuation 
derived target price. Target price of HRK 239 gives 40,6% upside potential on current price of 
HRK 170 and is given our BUY recommendation.  
 

 

Valuation summary HRK per share 

DCF  243,3 

Relative valuation 226,1 

Target price (HRK per share) 239,0 
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Q2 and H1 2008 Income statement 
 
INCOME STATEMENT 
HRK 
000 Quarter Cumulative 

      2007. 2008. 08/07. 2007. 2008. 08/07. 

  

Sales 2.632.483 2.987.560 13,5% 4.895.174 5.473.414 11,8% 

Domestic 2.418.437 2.730.041 12,9% 4.519.270 4.999.673 10,6% 

Foreign 38.743 32.654 -15,7% 59.533 89.837 50,9% 

Other sales 175.303 224.865 28,3% 316.371 383.904 21,3% 

Changes in inventories 0 0 #DIV/0! 0 0 #DIV/0! 

Operating expenses 2.591.786 2.917.458 12,6% 4.807.337 5.333.870 11,0% 

Raw material 2.258.238 2.537.741 12,4% 4.197.455 4.626.367 10,2% 

Employees costs 185.459 217.018 17,0% 354.246 420.691 18,8% 

Depreciation 26.331 30.868 17,2% 51.952 61.261 17,9% 
Provisions and 
adjustments 4.641 1.054 -77,3% 5.090 1.115 -78,1% 

Other operating costs 117.117 130.777 11,7% 198.594 224.436 13,0% 

  

EBIT 40.697 70.102 72,3% 87.837 139.544 58,9% 

EBIT margin 1,5% 2,3% 51,8% 1,8% 2,5% 42,1% 

EBITDA  67.028 100.970 50,6% 139.789 200.805 43,6% 

EBITDA margin 2,5% 3,4% 32,7% 2,9% 3,7% 28,5% 

  

Net financial result -11.555 -54.774 374,0% -31.672 -88.884 180,6% 

Net extraordinary result 0 0 #DIV/0! 0 0 #DIV/0! 

  

RESULT   

Profit/loss before tax 29.142 15.328 -47,4% 56.165 50.660 -9,8% 

Corporate tax 3.152 3.540 12,3% 9.465 14.162 49,6% 

NET INCOME 25.990 11.788 -54,6% 46.700 36.498 -21,8% 

Minority interest 0 0 #DIV/0! 0 0 #DIV/0! 

  

NET INCOME 25.990 11.788 -54,6% 46.700 36.498 -21,8% 

NET margin   1,0% 0,4% -60,0% 1,0% 0,7% -30,1% 
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2006/2007 Financial Statements 
 
     

     

Balance sheet 2006 2007 

Assets     

Intangible assets 149,2 0,1 

Tangible assets 2.390,7 2.638,0 

Financial assets 217,1 493,1 

Receivables 0,3 0,0 

Total long term assets 2.757,3 3.131,2 

Inventories 653,0 862,5 

Receivables 709,1 786,8 

Financial assets 196,5 275,9 

Cash 100,5 215,3 

Total short term assets 1.659,1 2.140,5 

Accrued income 22,9 36,5 

Total assets 4.439,3 5.308,2 

Capital and liabilities     

Total share capital 661,9 905,5 

Long term reservations 0,0 0,0 

Long term liabilities 412,7 398,2 

Short term liabilities 3.316,0 3.986,7 

Short term debt 468,9 490,5 

Trade payables 1.790,1 1.770,3 

Other 1.057,0 1.726,0 

Deferred income 48,7 17,7 

Total share capital and liabilities 4.439,3 5.308,2 

 
Income statement       

Operating income   9.714,1   10.854,4  

Operating expenses   9.469,6   10.459,7  

Changes in inventories              -                -  

Raw material   8.235,0     9.062,4  

Employee costs      699,3        804,6  

Depreciation        91,2        111,4  

Reservations        10,4          16,5  

Other      433,7        464,9  

EBIT      244,5        394,6  

EBIT margin 2,5% 3,6% 

EBITDA      335,7        506,0  

EBITDA margin 3,5% 4,7% 

Net financial result       (69,8)        (96,9) 

Net extraordinary result              -                -  

Gross profit      174,6        297,8  

Corporate tax        42,5          73,0  

NET INCOME      132,2        224,8  

NET margin 1,4% 2,1% 
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Ø Adris Group (ADRSPA CZ; ADRSRA CZ) finished Q2 with results in line with our 
expectations. Even though the sales declined due to the decrease in other 
sales (one off gain in 2007), the company significantly improved its 
operational side. We see the rest of the year being marked with profitable 
operations of Adris’s vital tourism arm Maistra (MAIS-R-A) and further 
improvements of TDR’s results through the entrance into the new foreign 
markets, and start of distribution of TDR brands in HORECA channel.  
 

Ø Tobacco unit (TDR) recorded 6,9% decrease in quantities sold on domestic 
market, which is improvement when compared to Q1 when the company 
experienced 8,8% decrease. TDR suffered as its biggest competitor, PMI, 
strengthen its position in domestic HORECA channel. However, Adris decided 
to tackle this obstacle by signing a distribution contract with Atlantic Grupa 
(ATGR-R-A). The contract was signed in May and we expect to see some 
tangible results during the second half of the year. The annual value of the 
contract is some HRK 200 million. 

 
Ø TDR reported that it entered low price cigarette segment in Serbia with its 

brand Filter 160, one of the most popular domestic cigarettes in this segment. 
We expect that company will significantly profit from Serbian government’s 
decision to level the taxes for domestic and foreign producers. Serbian market 
is estimated to some 20 bn cigarettes/year and TDR holds some 9% of the 
market. Also, the company stated that it has finished preparations for 
entrance into 2 new foreign markets. 

 
Ø After three years of investment cycle, big provisions and accounting loss 

associated with this, we expect the Maistra to report its first positive bottom 
line result. Losses in the past years came as a result of write-offs of the real 
estate the company had on the balance sheet, prior to the investment cycle. 
The company entered 2.5 bn HRK worth investment cycle that ends in 2009. 
We expect Maistra to finish the year with EBIT of HRK 49,8 million and HRK 39 
million of net income. During the preseason, company’s sales increased by 
39%, while we expect sales to increase some 15% - 25% at the year end. 
 

Ø During this year Maistra finished the renovation of 3 apartment villages 
situated in Rovinj – Vrsar area while the opening of Monte Mullini, Maistra’s 
first 5 star hotel worth some HRK 197 million, is expected at the end of 
September. In Q2 the company completed the acquisition of a hotel complex 
on the island of Sveta Katarina (just across Rovinj) which added 120 rooms. 
Maistra plans to upgrade the hotel to 4-5 stars from current 2 star rating. With 
these improvements the company continues with its strategy to develop this 
area into the elite tourism destination, and although the capacity will stay at 
similar levels, offered products portfolio targets at a significantly higher price 
range. The company reported that during the preseason price range has 
already increased with an average increase of prices being 10%.  

 
Ø Maistra can now accommodate around 30,000 guests a day, which is 

estimated to be around 4%-5% of total Croatian capacity and some 15% of 
the capacity in Istria. The company reported 1% more realized nights than in 
the same period last year while current booking rates show a 2 digit increase.       

 
 

 
Adris Group 

In line with expectations 

Current price:  
P-A = HRK 285                         
R-A = HRK 400 
 
Target price:   
P-A = HRK 587 
R-A = HRK 640 
Recommendation: BUY 
 

Shares issued:  16,4 m 

Market Cap:  HRK 5,8 bn 

Sales:  HRK 3,2 bn 

EBITDA:  HRK 882 m 

Free float (P-A): 
Free Float (R-A): 

 85% 
20% 

Performance ADRS-P-A CROBEX 

1 month: -15% -15,6% 

3 months: -23,7% -26,2% 

12 months: -47,3% -50,2% 

12 months low: HRK 231 2.209 

12 months high: HRK 590 5.376 

Tickers     

ZSE:   ADRS-P-A 
ADRS-R-A 

BLB:   ADRSPA CZ 
ADRSRA CZ 

  2008E 2007 

P/E 8,3 8,7 

P/CF 6,4 6,7 

P/S 2,0 2,2 

EV/EBIT 7,8 9,0 

EV/EBITDA 6,2 7,0 

EV/SALES 2,2 2,4 

Jurica Gregurić 
Head of research 
+385 42 390 998 
jgreguric@fima.com 
 
 
Neven Šalamon 
Junior analyst 
+385 42 390 935 
nsalamon@fima.com 
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HRK 109 million decrease in other sales (due to one off gain in 2007) impacted Q2 sales as they declined 3,9% to HRK 817,2 
million. However, the company continued to increase operational side with EBIT and EBITDA soaring 17,6% and 14,9%, 
respectively. 
 
Net income amounted to HRK 195,8 million giving Q2 EPS of HRK 11,9 while H1 EPS currently stands at HRK 17,9. Net 
income increased 4,3% qoq, while cumulatively net income decreased 2,8% mainly due to the increased tax (22,5% of EBT) 
and deteriorated net financial result which declined by HRK 68,8 m illion (19,5% of EBIT). In order to improve its net financial 
result, the company decided to repay their short term loan in the amount of some HRK 500 million. Despite loan payback, the 
company still maintained strong financial position with some HRK 1,5 bn (Q1 = HRK 2,3 bn) in cash and cash equivalents.  
 
We maintain our target price at HRK 587 for preferred stocks (ADRSPA CZ) and HRK 640 for common stocks (ADRSRA CZ). 
We see 106% upside potential for the preferred stock (ADRSPA CZ) and give our BUY rating. The target price we used is set 
to address current trends on the market, as we discounted fair stock value by 10%. We see some 60% upside potential for 
the common stock and give our BUY rating.  
 

INCOME STATEMENT 
HRK 
000 Quarter Cumulative 

      2007. 2008. 08/07. 2007. 2008. 08/07. 

  

Sales 850.033 817.166 -3,9% 1.330.371 1.412.549 6,2% 

Domestic 457.491 535.830 17,1% 795.282 948.269 19,2% 

Foreign 266.240 264.372 -0,7% 390.638 413.744 5,9% 

Other sales 126.302 16.964 -86,6% 144.451 50.536 -65,0% 

Changes in inventories -13.919 -12.607 -9,4% -40.206 -21.872 -45,6% 

Operating expenses 674.015 606.485 -10,0% 1.098.724 1.082.063 -1,5% 

Raw material 347.573 366.981 5,6% 601.494 645.532 7,3% 

Employees costs 110.503 109.493 -0,9% 181.430 183.712 1,3% 

Depreciation 48.685 50.895 4,5% 97.485 100.473 3,1% 
Provisions and 
adjustments 0 0 #DIV/0! 0 0 #DIV/0! 

Other operating costs 167.254 79.116 -52,7% 218.315 152.346 -30,2% 

  

EBIT 189.937 223.288 17,6% 271.853 352.358 29,6% 

EBIT margin 22,3% 27,3% 22,3% 20,4% 24,9% 22,1% 

EBITDA  238.622 274.183 14,9% 369.338 452.831 22,6% 

EBITDA margin 28,1% 33,6% 19,5% 27,8% 32,1% 15,5% 

  

Net financial result 38.639 15.612 -59,6% 88.319 19.500 -77,9% 

Net extraordinary result 0 0 #DIV/0! 0 0 #DIV/0! 

  

RESULT   

Profit/loss before tax 228.576 238.900 4,5% 360.172 371.858 3,2% 

Corporate tax 40.413 43.644 8,0% 65.538 83.630 27,6% 

NET INCOME 188.163 195.256 3,8% 294.634 288.228 -2,2% 

Minority interest 354 -591 -266,9% -8.065 -6.097 -24,4% 

  

NET INCOME 187.809 195.847 4,3% 302.699 294.325 -2,8% 

NET margin   22,1% 23,9% 7,9% 22,1% 20,4% -7,9% 
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Ø Even though Dalekovod is often characterized as heavy construction company, 
its core business is not exposed to probable future falling real estate prices, 
apropos there is no direct threat to its business model. Currently the Company 
has 2 real-estate projects in pipeline - sport hall and business tower 
construction. The first one is a PPP with previously determined rental fees, and 
the second one is located in the part of the Croatian main city that strongly 
lacks quality office area. Furthermore, equity investment in those projects is 
relatively small to the Company’s size. 
 

Ø Dalekovod is a clear energy play, and as such shares attractive industry 
outlook. The company is involved in transmission lines production and 
construction, electrification of railway and tramway lines, tunnel lightning and 
traffic management and renewable sources electricity production. 
 

Ø Dalekovod reported unconsolidated 2008 Q2 figures showing 55,6% increase 
in sales, 21,9% increase in EBITDA and 27,7% increase in EBIT. Main 
sales driver was domestic sales growth, while unverified foreign situations, 
mainly the ones related with the Kazakhstan contract, did not yet affect the 
Company’s sales. Due to the nature of the business, quarterly based results 
can not reflect the profitability in the right light. Thus, the EBIT margin 
deformation (from 5,2% to 4,3%) and EBITDA margin decrease (from 8,5% to 
6,7%) do not change our profitability outlook.  
 

Ø Dalekovod continued with its jobs winning stream related to the contract 
with Croatian Highways. Recently Dalekovod won two contracts related with 
electrification, lightning and fences construction on two sections of domestic 
highways. One of those contracts, HRK 420 million with HAC, is to be 
realized till December 2008 and will contribute to 2008 sales. The other one, 
worth HRK 463,3 million, with domestic company Hidroelektra is to be 
finished till the end of 2009. Furthermore, in mid August, Dalekovod won HRK 
370 million contract with state owned company Hrvatske Autoceste on 
equipping the other two tubes of the Sveti Rok and Mala Kapela tunnels on A1 
highway connecting the inland with the coast side. All of the works should be 
finished till the start of the next  tourism season, apropos summer of 2009. 
 

Ø There were significant changes in first 10 shareholders’ structure: from 
the beginning of the year two biggest single shareholders – KLT i partneri and 
BMK i partneri, that are ESOP owned, dismissed some 222.286 shares, 
bringing their share down to 13,25% and 12,83%, respectively. This is also 
one of the reasons of heavy price deformation with ytd return of -63,9%. 

 
Ø Our DCF model indicates strong upside potential. Sum of part valuation 

upraises this as the company is involved in real estate development projects 
through unconsolidated SPV’s.  

 
 
 
 
 
 
 

 
Dalekovod 

Attractive energy play 

Shares issued:  2,27m 

Market Cap:  HRK 1,52 bn 

Sales:  HRK 1,86 bn 

EBITDA:  HRK 165 m 

Free float:  58% 
 

Performance DLKV CROBEX 

1 month: -11,4% -15,9% 

3 months: -25,7% -26,1% 

12 months: -64,1% -50,8% 

12 months low: HRK 518 2209 

12 months high: HRK 1835 5375 

Tickers     

ZSE:   DLKV-R-A 

BLB:   DLKVRA ZA 

  2008E 2007 

P/E 14 19 

P/GCF 9,1 12,5 

P/S 0,7 0,8 

P/BV 2,8 2,4 

EV/EBIT 12,1 15,4 

EV/EBITDA 8,8 11,5 

EV/S 0,9 1,0 

 

Current price:  HRK 670 
 
Target price:  HRK 1575 
 
Recommendation: BUY 
 

Stock price chart 

Year 
Sales 

(HRKm) 
EBITDA 
(HRK m) 

Net income 
(HRK m) 

P/E 
x 

EPS 
(HRK) 

EV/EBIT 
x 

EV/EBITDA 
x 

2007 1.864 165 80 23 35 18 14 
2008E 2.160 214 108 17 48 14 10 
2009E 2.524 266 137 14 60 12 8 
2010E 2.901 317 168 11 74 10 7 
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Valuation 
 
We valued Dalekovod with a reference to DCF model adjusted for non consolidated items. This way, 
we derived our target price of HRK 1,575. 
 
On the profitability level, we see Dalekovod improving its EBITDA margin returning from 8,9% in 
2007 to 10% in 2008, to level off with the profitability realized in 2005 and 2006. Furthermore, we 
see afore mentioned margin rising to 12.2% in 2013. Our optimism is based on the fact that 
company has more or less undertaken all of lower margin jobs that were necessary to obtain 
references. Another pillar of our margin outlook is sales segmentation oriented to higher margin 
assembly and design projects. Cost side threats may come from rising electricity and commodities 
prices, but so far the Company managed to have a practice to include natural hedging clause in its 
contracts. 
 
Due to the strong backlog, we are keen to believe that Dalekovod’s sales will be growing by some 
15% a year, with export growing at faster pace than domestic sales.  

 
 DCF Model 

 

  2007 2008 2009 2010 2011 2012 2013 

EBIT 122,8 156,5 190,7 230,8 278,7 335,8 403,7 

Cash taxes 24,6 31,3 38,1 46,2 55,7 67,2 80,7 

NOPLAT 98,2 125,2 152,5 184,6 223,0 268,6 323,0 

Depreciation 42,1 57,9 75,3 86,6 99,5 114,5 131,6 

GROSS CF 140,3 183,1 227,8 271,2 322,5 383,1 454,6 

CAPEX 127,8 104,6 116,2 110,4 113,3 111,8 134,2 

Changes in WC 72,6 13,4 15,9 39,5 38,9 94,6 64,9 

FCF wo. debt -60,1 65,1 95,7 121,3 170,3 176,7 255,5 

WACC 9,0%             

Beta 1,0             

SUM NPV FCF 512.112.078             

Growth rate 3,0%   2,0% 2,5% 3,0% 3,5% 4,0% 

Continuing value 3.355.464.502 8,7% 1.360 1.465 1.589 1.736 1.915 

PV 3.282.568.821 8,9% 1.311 1.409 1.523 1.659 1.823 

EV 3.794.680.899 9,0% 1.287 1.382 1.492 1.623 1.780 

Net Debt 535.199.000 9,1% 1.264 1.356 1.462 1.588 1.738 

Equity value 3.259.481.899 9,2% 1.242 1.331 1.433 1.554 1.698 

Stock value 1436,8             
Excess cash per 
share 66,1             

Fair value 1502,9             
 
 

 
In our calculation, we did not include assets that we find excess, apropos that do not provide threat 
to Dalekovod’s business model. This particularly refers to two huge land plots that Dalekovod owns. 
One of them is a 76.000m2 land plot in Velika Gorica, another one is 56.000m2 land plot in Zagreb. 
The Company plans to centralize all of its production facilities in Dugo selo, where is galvanizing plant 
located and where the Company already acquired the land sufficient to centralize all of the 
production activities. This will make locations in Zagreb and Velika Gorica free for more profitable 
investments. In Zagreb, Dalekovod acquired a permit to develop residential area with buildings up to 
12 floors high. Once developed, management estimates the value of Zagreb and Velika Gorica real 
estate at EUR 110 million, with EUR 8-10 million expenses related with moving from Zagreb and 
Velika Gorica to Dugo Selo. We are not sure about the book value of mentioned assets, but we feel it 
is very low as the total long term material assets on the balance sheet at the end of 2007 totaled to 
HRK 498,6 million. Besides those production sites, Dalekovod also owns production facilities in 
Topusko, Vinkovci and Doboj.  
 
Our DCF model yields share price of HRK 1502. In order to move closer to its fair value, we added 
the PS value of Company`s stakes in SPV`s formed for specific projects. 
 

 
 

Target price – HRK 1575  

Huge land plots in Zagreb and 
Velika Gorica 
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We accounted for Dalekovod`s stake in afore mentioned TLM, as the market value of Dalekovod`s 
16% stake totals to HRK 35 million, apropos HRK 16 per share.  
 
Sportski grad project is a EUR 140 million investment, divided between three consortium members. 
It includes a construction of polyvalent sport hall with 12.500 seats and a commercial part, consisting 
of 60.000 m2 of office space and 1500 parking spaces.  The deadline for construction of the sports 
part is the end of 2008 and the commercial part is to be finished till 15 th of December 2010. We used 
IRR to valuate this project, as it is a BOT project with operation period of 30 years. The city of Split 
took an obligation to pay monthly rent of EUR 205.000 in next 29 years. This gives a right for the 
city to use the hall for 52 days in a year, apropos once a week. For the rest of the year, the hall will 
be free for rent. 
 
We valued this project at 1,39x equity investment assuming an IRR of 12,5%. We also assumed 1/3 
of Dalekovod`s investment being equity investment. This gives a value of HRK 69,8 million, apropos 
HRK 31 per share. 

 
 

Total investment (HRK million) Dalekovod Equity 1,39xequity Per share 

1.024 152,2 50,2 69,8 31 

 
Together with construction company Zagreb Montaža, Dalekovod started works on construction of 
Sky Center, biggest domestic business center. Once finished, it will offer 82.000 square meters. This 
project seeks for EUR 80 million investment and should be completed in December 2009. We valued 
this project only on the basis of what was already invested and that only the land is worth some 5 
million euro. We estimate IRR on this project at 14%, apropos 1,55x equity investment. This gives 
HRK 25 per share. 
 
DCF + Sportski grad + Sky center = 1503+ 31 + 25 +16 = 1575. 

 
 

Sum of parts 

 
 Value (million HRK) HRK per share 

DCF 3220 1503 
Sportski grad 69,8 31 
Sky center 56 25 
TLM 35 16 
Total 3381 1575 

 
 

 
 
 
 
 
 
 
 
 
 

        

 
 
 
 
 
 

 
 

Sportski grad JV – EUR 140 
million investment 

Sky Center JV – EUR 80 
million investment 
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      Apendix 
 

INCOME STATEMENT 
       

HRK 000 
  

Quarter 
  

Cumulative 
  

      2007. 2008. 08/07. 2007. 2008. 08/07. 

      
  

  
Sales 

  
298.669 464.600 55,6% 647.718 820.312 26,6% 

 
Domestic 

 
215.150 391.652 82,0% 550.297 695.604 26,4% 

 
Foreign 

 
68.061 52.658 -22,6% 79.946 96.399 20,6% 

 
Other sales 

 
15.458 20.290 31,3% 17.475 28.309 62,0% 

Changes in inventories 
 

-22.019 -23.235 5,5% -49.335 -41.325 -16,2% 

Operating expenses 
 

305.044 467.864 53,4% 659.026 817.952 24,1% 

 
Raw material 

 
344.936 360.864 4,6% 438.281 594.204 35,6% 

 
Employees costs 73.475 66.555 -9,4% 143.178 135.387 -5,4% 

 
Depreciation 

 
9.777 11.022 12,7% 20.093 21.686 7,9% 

 
Provisions and adjustments 0 -10.693 #DIV/0! 65 229 252,3% 

 
Other operating costs -123.144 40.116 -132,6% 57.409 66.446 15,7% 

      
  

  
EBIT 

  
15.644 19.971 27,7% 38.027 43.685 14,9% 

EBIT margin 
 

5,2% 4,3% -17,9% 5,9% 5,3% -9,3% 

EBITDA  
  

25.421 30.993 21,9% 58.120 65.371 12,5% 

EBITDA margin 
 

8,5% 6,7% -21,6% 9,0% 8,0% -11,2% 

      
  

  
Net financial result 

 
-8.661 -8.913 2,9% -12.904 -14.042 8,8% 

Net extraordinary result 
 

0 0 #DIV/0! 0 0 #DIV/0! 

      
  

  
RESULT 

     
  

  

 
Profit/loss before tax 6.983 11.058 58,4% 25.123 29.643 18,0% 

 
Corporate tax 

 
3.798 5.367 41,3% 7.188 11.086 54,2% 

NET INCOME 
 

3.185 5.691 78,7% 17.935 18.557 3,5% 

Minority interest 
 

0 0 #DIV/0! 0 0 #DIV/0! 

      
  

  
NET INCOME 

 
3.185 5.691 78,7% 17.935 18.557 3,5% 

NET margin   1,1% 1,2% 14,9% 2,8% 2,3% -18,3% 
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Balance sheet 2006 2007 

Assets     

Intangible assets 9,7 22,7 

Tangible assets 412,9 498,6 

Financial assets 22,5 49,5 

Receivables 0,0 0,0 

Total long term assets 445,1 570,8 

Inventories 195,0 266,6 

Receivables 557,0 820,3 

Financial assets 6,7 0,9 

Cash 29,4 186,2 

Total short term assets 788,1 1.274,0 

Accrued income 0,0 0,0 

Total assets 1.233,2 1.844,8 

Capital and liabilities     

Total share capital 485,7 551,7 

Long term reservations 7,3 6,5 

Long term liabilities 182,9 195,2 

Short term liabilities 557,4 1.091,3 

Short term debt 219,3 340,0 

Trade payables 332,6 750,0 

Other 5,5 1,3 

Deferred income 0,0 0,0 

Total share capital and liabilities 1.233,2 1.844,8 

 
Income statement       

Operating income    1.541,4     1.863,9  
Operating expenses    1.429,0     1.741,2  
Changes in inventories        (36,5)         15,6  
Raw material       924,5     1.206,2  
Employee costs       305,2        361,6  
Depreciation         35,8          42,1  
Reservations               -                -  
Other       124,0        144,0  
EBIT       112,4        122,8  
EBIT margin 7,3% 6,6% 
EBITDA       148,3        164,8  
EBITDA margin 9,6% 8,8% 
Net financial result        (18,1)        (20,9) 
Net extraordinary result               -                -  
Gross profit         94,3        101,8  
Corporate tax         23,1          21,9  
NET INCOME         71,2          79,9  
NET margin 4,6% 4,3% 
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