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 1H18A results. Buzzi Unicem’s 1H18A results showed revenues in line with our estimates, but a 
recurring EBITDA below expectations. The bottom line benefited from a particularly positive 
contribution from non-monetary items related to derivatives valuation and FX gains and a quite low 
tax rate (22.5% vs. 29.9% in 1H17). Net debt at 30 June increased to EUR 894M vs. EUR 862.5M 
at 31 December 2017, in line with estimates. 1H18 revenues declined by 1.2% yoy to EUR 
1,337.4M, entirely due to the negative FX impact, mainly attributable to the USD and RUB 
depreciation (+1.1% yoy at CER). Consolidated sales volumes rose by 3.8% yoy for cement, while 
remained broadly stable at EUR 5.9M mc for concrete. Sales volumes were positive or neutral in all 
the group’s countries, except for a slight decline in Luxemburg and a significant decrease in 
Ukraine. Prices increased in almost all the group’s regional markets, except for a stable environment 
in Czech Republic. Note that in 1H18 the group revenues benefited from positive perimeter impact 
(mainly related to the contribution of Cementi Zillo since July 2017) for approx. EUR 60M. The 
consolidated recurring EBITDA declined by 11.9% yoy to EUR 216.4M, mainly penalised by a 
significant decline in the US, due to higher production and distribution costs, and by the weak 
Ukrainian market. The negative FX effect also impacted negatively for EUR 18.8M.  

 Outlook. Following 1H18 results, the company revised slightly downwards its 2018 recurring 
EBITDA guidance, saying that it is expected to be stable compared to EUR 576M posted in 
2017 rather than the previously expected slight increase. The revision was mainly due to the 
worse than expected volumes and production costs outlook in Ukraine and to the weaker 
than planned 1H18 results in the US, unlikely to be fully recovered in 2H18. 

 Estimates and valuation. Based on the announced results and 2018 guidance, we cut our 
2018E-19E recurring EBITDA forecasts by 12.2% and 13.3%, respectively. In particular, we 
factored in our model a more cautious stance on the volumes growth in the US and in Italy, a 
double-digit sales volumes decline in Ukraine and a more marked negative FX impact from the 
Russian and Ukrainian currencies’ depreciation. We valued Buzzi Unicem using the 2019E 
EV/EBITDA multiple, applying a discount in line with the last five-year average discount (7.8% 
in the 2013-17 period). In the last few days, the stock suffered from the disappointing 1H18 
results and the slight downwards revision of the company’s 2018 recurring EBITDA guidance. 
However, note that at the current price Buzzi Unicem trades at a discount of 14.2% and 
17.8% on 2018E and 2019E EV/EBITDA peers sample, respectively, which compares to a 
historical average discount in the 2013-17 period of 7.8%. Based on our updated forecasts 
and assuming a Buzzi Unicem discount vs. its peers in line with the historical average, we set 
our target price at EUR 19.8/ordinary share (from EUR 26.5/ordinary share) and we 
confirm our ADD rating on the stock. 

 Key risks. We highlight that according to our forecasts in 2019E, a high percentage of the 
group’s EBITDA (56%) should be realised in a single country, the US; in addition, the group’s 
sales and EBITDA result are sensitive to exchange rate fluctuations (particularly the EUR/USD, 
EUR/RUB and EUR/MXN). Lastly, we note that in the last few years the relative size of the 
group has become smaller following the cement industry consolidation process. 
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Buzzi Unicem - Key estimates and data
Y/E December 2017A 2018E 2019E 2020E
Revenues EUR M 2,806.2 2,935.1 3,086.5 3,226.0
EBITDA EUR M 508.2 586.6 623.2 662.3
EBIT EUR M 286.0 375.7 407.3 440.9
Net Income EUR M 391.6 309.1 330.6 358.9
Dividend ord. EUR 0.12 0.15 0.16 0.18
Adj. EPS EUR 2.19 1.50 1.60 1.74
EV/EBITDA x 10.1 6.7 5.9 5.2
Adj. P/E x 10.4 11.5 10.8 9.9
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1H18A Results 

1H18A results showed revenues in line with our estimates and Bloomberg consensus, but a recurring 
EBITDA below expectations. The bottom line benefited from a particularly positive contribution from 
non-monetary items (EUR 21.3M vs. EUR 15.1M in 1H17 related to derivatives valuation and FX 
gains) and a quite low tax rate (22.5% vs. 29.9% in 1H17), thanks to the US tax reform. Net debt at 
30 June increased to EUR 894M vs. EUR 862.5M at 31 December 2017, in line with estimates.   

Buzzi Unicem - 1H18A results 
EUR M 1H17A FY17A 1H18A 1H18E 1H18C 1H A/E % 1H A/C % 1H yoy % FY18E
Revenue 1,353.8 2,806.2 1,337.4 1,340.0 1,346.0 -0.2 -0.6 -1.2 2,935.1
EBITDA 241.1 508.2 227.4 230.7 230.5 -1.4 -1.3 -5.7 586.6
% on sales 17.8 18.1 17.0 17.2 17.1 20.0
Rec. EBITDA 245.6 576.4 216.4 230.7 230.5 -6.2 -6.1 -11.9 575.6
% on sales 18.1 20.5 16.2 17.2 17.1 19.6
EBIT 132.5 286.0 123.5 125.5 123.6 -1.6 -0.1 -6.8 375.7
% on sales 9.8 10.2 9.2 9.4 9.2 12.8
PBT 170.1 348.7 159.3 143.9 NA 10.7 NA -6.4 440.6
Net Attrib. Inc. 117.6 391.6 123.0 101.4 110.0 21.3 11.9 4.6 309.1
 

NA: not available; A: actual; E: estimates; C: Bloomberg consensus; Source: Company data and Intesa Sanpaolo Research 

 

Top line  

1H18A revenues declined by 1.2% yoy to EUR 1,337.4M, entirely due to the negative FX 
impact, mainly attributable to the US Dollar and the Russian Rouble depreciation (+1.1% yoy at 
CER). Consolidated sales volumes rose by 3.8% yoy for cement (12.9M tonnes), while remained 
broadly stable at EUR 5.9M mc for concrete. Sales volumes were positive or neutral in all the 
group’s countries, except for a slight decline in Luxemburg and a significant decrease in Ukraine. 
Prices increased in almost all the group’s regional markets, except for a stable environment in 
Czech Republic. Note that in 1H18 the group revenues benefited from positive perimeter impact 
(mainly related to the contribution of Cementi Zillo since July 2017) for approx. EUR 60M.  

Looking at the main groups market, we highlight that: 1) in the US, cement sales volumes were 
stable yoy, with slightly increasing prices (+2-3USD per tonne since April 2018); at CER, 1H18A 
would have declined by 0.7% yoy; 2) in Italy, the revenues growth was attributable to the 
contribution of Clementi Zillo and to the price increase of approx. EUR 2/tonne, while volumes 
ex-Zillo showed a low single-digit yoy decline; 3) in Germany, the group’s performance was 
slightly better than 1H17, marked by both rising prices (EUR 2/tonne) and an increased volume 
contribution, also favoured by a recovery in oil well cement. In addition, since May 2018, the 
group benefited from the consolidation of Siebel and Söhne operating a cement plant with a 
capacity of around 0.5-0.6M tonne per year; and 4) in Eastern Europe, the group registered 
higher prices and higher sales volumes in Czech Republic, Poland and to a lesser extent Russia. 
Ukraine showed instead double-digit volumes decline (-18.7%), with increasing prices, which 
did not anyway entirely recover the inflation rate (11%). 

Buzzi Unicem – 1H18A sales by country 
EUR M 1H17A 1H18A yoy %
Italy 200.2 227.9 13.8
US 560.4 504.7 -9.9
Germany 282.5 287.2 1.7
Luxembourg and Netherlands 90.7 96.5 6.4
Czech Republic 65.6 75.7 15.4
Poland 45.6 45.6 0.0
Ukraine 42.6 35.5 -16.7
Russia 87.0 82.6 -5.1
Total Eastern Europe 240.8 239.4 -0.6
Total aggregated 1374.6 1355.7 -1.4
Eliminations -20.8 -18.3 NM
Total consolidated 1353.8 1337.4 -1.2
Mexico 179.3 157.7 -12.1
 

NM: not meaningful; Source: Company data 
 

 

Trends by region 
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EBITDA 

In 1H18A, the consolidated recurring EBITDA declined by 11.9% yoy to EUR 216.4M. The figure 
was mainly penalised by a significant decline in the US, due to higher production and 
distribution costs and by the weak Ukrainian market. The negative forex effect also impacted 
negatively for EUR 18.8M. At CER, the recurring EBITDA would have declined by 4.6% yoy.  

Looking at the main markets we highlight that: 1) Italy benefited from the consolidation of 
Cementi Zillo and the higher price level with broadly stable average production costs. Note that 
the stated EBITDA (reported in the table below) was negatively impacted by non-recurring costs 
for EUR 6.1M; 2) in the US, the group suffered from a significant cost inflation not entirely offset 
by the price increases. 1H18A non-recurring gains related to asset disposals amounted to 
EUR 16.7M; therefore, the recurring EBITDA margin declined by 420bps in the period; 3) in 
Germany, in spite of the higher top line, the recurring EBITDA remained flat yoy (the group 
posted non-recurring costs for EUR 5M), mainly due to higher fuel and energy costs; and 
4) Eastern Europe, Poland and Czech Republic benefited from the better fixed costs absorption 
allowed by the top line improvement, Ukraine suffered from both lower revenues and a 
significant increase in fuel costs, while Russia was penalised by increasing costs for both fuel and 
power.  

Buzzi Unicem – 1H18A EBITDA by country 
EUR M  1H17A % on sales 1H18A % on sales yoy %
Italy -13.4 -6.7 -8.9 -3.9 NM
US 161.4 28.8 143.0 28.3 -11.4
Germany 32.7 11.6 27.8 9.7 -15.0
Luxembourg and Netherlands 6.2 6.8 8.3 8.6 33.9
Czech Republic 13.4 20.4 19.7 26.0 47.5
Poland 9.2 20.2 16.4 36.0 78.3
Ukraine 8.8 20.7 1.6 4.4 -82.4
Russia 22.9 26.3 19.6 23.7 -14.5
Cons. EBITDA 241.1 17.8 227.4 16.8 -5.7
Cons. Rec. EBITDA 245.6 18.1 216.4 16.2 -11.9
Mexico 86.5 48.3 76.6 48.6 -11.4
 

NM: not meaningful; Source: Company data 

 

Net financial position  

Net debt at end-June 2018 amounted to EUR 894M vs. EUR 862.5M at 31 December 2017, in 
line with estimates. Note that the 1H18 gross cash flow that we calculate in approx. EUR 230M 
was more than offset by the dividend distribution (EUR 28.3M), the capital expenditure of 
EUR 162.3M (out of which EUR 18.5M for expansion investments in the US and EUR 43.7M for 
the acquisition of Seibel & Söhne in Germany) and the higher NWC mainly related to a seasonal 
increase in the group’s receivables.  

EBITDA by market 
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Earnings Outlook 

Following 1H18A results, the company revised slightly downwards its 2018 recurring EBITDA 
guidance, saying that it is expected to be stable compared to EUR 576M posted in 2017 rather 
than the previously expected slight increase. The revision was mainly due to the worse than 
expected volumes and production costs outlook in Ukraine and to the weaker than planned 
1H18 results in the US, unlikely to be recovered in 2H18. 

Based on the announced results and 2018 guidance, we changed our 2018E-19E forecasts, as 
detailed in the table below.  

 Buzzi Unicem - 2018E-19E estimates revision 
EUR M 2018E 2019E 2020E
	 New Old chg % New Old chg % New
Sales 2935.1 3023.5 -2.9 3086.5 3159.4 -2.3 3226.0
EBITDA 586.6 655.5 -10.5 623.2 718.8 -13.3 662.3
% margin 20.0 21.7 20.2 22.8 20.5
Rec. EBITDA 575.6 655.5 -12.2 623.2 718.8 -13.3 662.3
% margin 19.6 21.7 20.2 22.8 20.5
EBIT 375.7 440.7 -14.7 407.3 499.4 -18.4 440.9
% margin 12.8 14.6 13.2 15.8 13.7
Net Profit 309.1 279.7 10.5 330.6 329.6 0.3 358.9
Adj. Net profit 309.1 279.7 10.5 330.6 329.6 0.3 358.9
EPS 1.50 1.36 10.5 1.60 1.60 0.3 1.74
Adj. EPS 1.50 1.36 1.60 1.60 0.3 1.74
Net debt 680.9 616.0 10.5 415.4 346.3 19.9 135.7
 

E: estimates; Source: Intesa Sanpaolo Research 

 

In particular, we factored in our model a more cautious stance on the volumes growth in the US 
and in Italy, while confirming the positive price environment for both. We confirmed our 
previous forecast for a moderately positive trend for both prices and volumes in Germany and 
Central Europe, but for the first time, we assumed a revenues contribution of approx. EUR 20M 
from the consolidation of Siebel and Sohne since May 2018. As for Eastern Europe, while 
confirming our positive expectations both for Poland and Czech Republic and a slight 
improvement for both volumes and prices in Russia, we also factored in our forecasts double-
digit sales volumes decline in Ukraine and a more marked negative FX impact from the Russian 
and Ukrainian currencies’ depreciation.  

We also highlight that the change in our 2018E-19E bottom line estimates mainly reflects the 
group’s lower cost of debt, which we expect to be favoured also by the reimbursement of the 
EUR 350M, 6.25% coupon, bond by next September and the lower tax rate mainly related to 
the US tax reform.      

2018-19E estimates revision
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Valuation 

We valued Buzzi Unicem with a peers’ multiples comparison, which in our opinion better 
incorporates the cyclical nature of the cement industry and the market’s expectations on future 
sector trends. We valued Buzzi Unicem using the 2019E EV/EBITDA multiple, applying a discount 
in line with the last five-year average discount (7.8% in the 2013-17 period). 

Buzzi Unicem vs. peers’ multiples (2018-20E) 
	 EV/EBITDA P/E 
	x 2018E 2019E 2020E 2018E 2019E 2020E
Cementir Holding S.p.A. 5.7 4.9 4.3 10.0 9.1 8.6
HeidelbergCement AG 7.2 6.5 5.9 11.2 9.6 8.5
Titan Cement Co. SA 8.4 7.4 6.7 20.9 15.1 11.7
LafargeHolcim Ltd. 7.6 7.1 6.5 15.1 13.0 11.4
Vicat-Ciments Vicat SA 7.1 6.4 5.7 14.5 12.4 10.7
CRH Plc 8.9 7.6 6.7 15.3 13.1 11.4
Buzzi Unicem* 6.2 5.4 4.5 11.7 10.6 9.5
Sample median** 7.2 6.5 5.9 14.5 12.4 10.7
Buzzi Unicem -discount/premium (%) -14.2 -17.8 -23.7 -19.0 -14.4 -11.5
 

Priced at market close of 14/08/2018; Note: Buzzi Unicem adjusted to account for Mexico results; **ex-Buzzi Unicem; Source: FactSet and 
*Intesa Sanpaolo Research estimates 

 

 
Buzzi Unicem vs. peers - 2013-17 EV/EBITDA multiples 
	x 2013 2014 2015 2016 2017
Cementir Holding S.p.A. 6.4 6.0 6.4 6.6 8.1
HeidelbergCement AG 7.8 8.3 7.9 9.6 8.7
Titan Cement Co. SA 11.6 12.3 10.1 9.1 9.6
LafargeHolcim Ltd. 8.6 9.5 9.1 8.7 8.3
Vicat-Ciments Vicat SA 8.9 9.0 8.5 8.2 8.9
CRH Plc 11.1 10.5 13.1 10.8 9.9
Buzzi Unicem S.p.A.* 8.5 8.0 7.8 8.6 8.0
Sample median** 8.7 9.2 8.8 8.9 8.7
Buzzi Unicem -discount/premium (%) -3 -13 -11 -4 -9
 

Priced at market close of 14/08/2018; Note: Buzzi Unicem adjusted to account for Mexico results; **ex-Buzzi Unicem; Source: FactSet and 
*Intesa Sanpaolo Research estimates 

 

 

We believe that Buzzi Unicem has a solid balance sheet, a good free cash flow generation, and 
in the medium term could benefit from the possible rationalisation of the production capacity in 
some markets (Italy and Germany) and from the positive stance on infrastructure investments in 
the US. On the other hand, we would welcome a more balanced geographic exposure, 
considering that, according to our forecasts, the US should account for 59% and 56% of the 
group’s EBITDA in 2018E and 2019E, respectively. Some cost inflation also started to be felt in 
1H18 in the US, thus probably making 2017 a peak year for the operating profitability in such 
market.  

In the last few days, the stock suffered from the disappointing 1H18 results and from the slight 
downwards revision of the company’s 2018 recurring EBITDA guidance. However, note that at 
the current price Buzzi Unicem trades at a discount of 14.2% and 17.8% on 2018E and 2019E 
EV/EBITDA peers sample, respectively, which compares to a historical average discount in the 
2013-17 period of 7.8%. Based on our updated forecasts and assuming a Buzzi Unicem 
discount vs. its peers in line with the historical average, we set our target price at 
EUR 19.8/ordinary share (from EUR 26.5/ordinary share) and we confirm our ADD rating on 
the stock. 

EUR 19.8/share target price 
and ADD rating  
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Buzzi Unicem - Key data 

NM: not meaningful; NA: not available; A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research 

Rating Target price (EUR/sh) Mkt price (EUR/sh) Sector Free float (%) Reuters Code
ADD Ord 19.8 Ord 17.31 38.4 BZU.MIConstruction
Values per share (EUR) 2016A 2017A 2018E 2019E 2020E
No. ordinary shares (M) 165.3 165.3 165.3 165.3 165.3
No. NC saving/preferred shares (M) 40.71 40.71 40.71 40.71 40.71
Total no. of shares (M) 206.1 206.1 206.1 206.1 206.1
Market cap (EUR M) 3,224.5 4,276.9 3,266.9 3,266.9 3,266.9
Adj. EPS 0.71 2.19 1.50 1.60 1.74
CFPS 1.7 2.1 2.4 2.7 2.8
BVPS 13.5 13.8 15.1 16.4 17.8
Dividend ord 0.10 0.12 0.15 0.16 0.18
Dividend SAV Nc 0.10 0.20 0.26 0.28 0.30

1 1 1 1 1
Income statement (EUR M) 2016A 2017A 2018E 2019E 2020E
Revenues 2,669.3 2,806.2 2,935.1 3,086.5 3,226.0
EBITDA 550.6 508.2 586.6 623.2 662.3
EBIT 348.0 286.0 375.7 407.3 440.9
Pre-tax income 280.9 348.7 440.6 471.3 511.6
Net income 145.9 391.6 309.1 330.6 358.9
Adj. net income 145.8 451.3 309.1 330.6 358.9
Cash flow (EUR M) 2016A 2017A 2018E 2019E 2020E
Net income before minorities 148.7 394.6 312.8 334.6 363.2
Depreciation and provisions 202.6 222.1 210.8 216.0 221.3
Others/Uses of funds 16.7 2.7 0 0 0
Change in working capital -32.7 -105.1 -36.5 -34.0 -34.1
Operating cash flow 335.3 329.4 465.8 516.6 550.5
Capital expenditure -231.8 -183.7 -204.9 -215.5 -225.2
Financial investments 0 0 0 0 0
Acquisitions and disposals 0 -46.0 -51.2 0 -7.5
Free cash flow 103.6 99.7 209.7 301.1 317.7
Dividends -15.5 -20.6 -28.1 -35.6 -38.0
Equity changes & Other non-operating items 0 0 0 0 0
Net cash flow 88.1 79.1 181.6 265.5 279.7
Balance sheet (EUR M) 2016A 2017A 2018E 2019E 2020E
Net capital employed 4,181.6 3,951.3 3,989.4 4,022.9 4,068.3
of which associates 0 0 0 0 0
Net debt/-cash 941.6 862.5 680.9 415.4 135.7
Minorities 32.5 6.5 10.2 14.2 18.5
Net equity 2,774.4 2,845.6 3,102.6 3,373.6 3,670.5
Minorities value 32.5 6.5 10.2 14.2 18.5
Enterprise value 4,198.6 5,145.9 3,958.0 3,696.5 3,421.1
Stock market ratios (x) 2016A 2017A 2018E 2019E 2020E
Adj. P/E 24.2 10.4 11.5 10.8 9.9
P/CFPS 10.0 10.8 7.1 6.5 6.1
P/BVPS 1.3 1.6 1.1 1.1 0.97
Payout (%) -11 -5 -9 -11 -11
Dividend yield (% ord) 0.6 0.5 0.9 0.9 1.0
Dividend yield (% sav) 1.0 2.1 2.6 2.8 3.0
FCF yield (%) 2.9 2.1 5.9 8.4 8.9
EV/sales 1.6 1.8 1.3 1.2 1.1
EV/EBITDA 7.6 10.1 6.7 5.9 5.2
EV/EBIT 12.1 18.0 10.5 9.1 7.8
EV/CE 1.0 1.3 0.99 0.92 0.84
D/EBITDA 1.7 1.7 1.2 0.67 0.20
D/EBIT 2.7 3.0 1.8 1.0 0.31
Profitability & financial ratios (%) 2016A 2017A 2018E 2019E 2020E
EBITDA margin 20.6 18.1 20.0 20.2 20.5
EBIT margin 13.0 10.2 12.8 13.2 13.7
Tax rate 47.1 NM 29.0 29.0 29.0
Net income margin 5.5 14.0 10.5 10.7 11.1
ROCE 8.3 7.2 9.4 10.1 10.8
ROE 5.5 13.9 10.4 10.2 10.2
Interest cover 2.4 8.2 21.0 19.2 25.9
Debt/equity ratio 33.5 30.2 21.9 12.3 3.7
Growth (%) 2017A 2018E 2019E 2020E
Sales 5.1 4.6 5.2 4.5
EBITDA -7.7 15.4 6.3 6.3
EBIT -17.8 31.4 8.4 8.3
Pre-tax income 24.1 26.3 7.0 8.6
Net income NM -21.1 7.0 8.6
Adj. net income NM -31.5 7.0 8.6
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Analyst certification 

The financial analyst who prepared this report, and whose name and role appear on the first page, certifies that: 

1. The views expressed on the company mentioned herein accurately reflect independent, fair and balanced personal views; 2. No direct or 
indirect compensation has been or will be received in exchange for any views expressed.  

Specific disclosures 

1. Neither the analyst nor any person closely associated with the analyst has a financial interest in the securities of the Company. 

2. Neither the analyst nor any person closely associated with the analyst serves as an officer, director or advisory board member of the Company. 

3. The analyst named in this document is not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Banca IMI 
Securities Corp. Accordingly, the analyst may not be subject to FINRA Rule 2241 and NYSE Rule 472 with respect to communications with a 
subject company, public appearances and trading securities in a personal account. For additional information, please contact the Compliance 
Department of Banca IMI Securities Corp at 212-326-1133. 

4. The analyst of this report does not receive bonuses, salaries, or any other form of compensation that is based upon specific investment banking 
transactions. 

5. The research department supervisors do not have a financial interest in the securities of the Company. 

This research has been prepared by Intesa Sanpaolo SpA and distributed by Banca IMI SpA Milan, Banca IMI SpA-London Branch (a member of the 
London Stock Exchange) and Banca IMI Securities Corp (a member of the NYSE and FINRA). Intesa Sanpaolo SpA accepts full responsibility for the 
contents of this report and also reserves the right to issue this document to its own clients. Banca IMI SpA and Intesa Sanpaolo SpA, which are 
both part of the Intesa Sanpaolo Group, are both authorised by the Banca d'Italia and are both regulated by the Financial Conduct Authority in 
the conduct of designated investment business in the UK and by the SEC for the conduct of US business. 

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient. Information 
and opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to their accuracy or 
correctness. Past performance is not a guarantee of future results. The investments and strategies discussed in this research may not be suitable 
for all investors. If you are in any doubt you should consult your investment advisor. 

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase or sale of 
any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgment. No Intesa Sanpaolo SpA or 
Banca IMI SpA entities accept any liability whatsoever for any direct, consequential or indirect loss arising from any use of material contained in 
this report. This document may only be reproduced or published together with the name of Intesa Sanpaolo SpA and Banca IMI SpA. 

Intesa Sanpaolo SpA and Banca IMI SpA have in place the Conflicts of Interest Management Rules for managing effectively the conflicts of interest 
which might affect the impartiality of all investment research which is held out, or where it is reasonable for the user to rely on the research, as 
being an impartial assessment of the value or prospects of its subject matter. A copy of these Rules is available to the recipient of this research 
upon making a written request to the Compliance Officer, Intesa Sanpaolo SpA, C.so Matteotti n° 1, 20121 Milan (MI) Italy. Intesa Sanpaolo SpA 
has formalised a set of principles and procedures for dealing with conflicts of interest (“Rules for Research”). The Rules for Research is clearly 
explained in the relevant section of Intesa Sanpaolo’s web site (www.intesasanpaolo.com). 

Member companies of the Intesa Sanpaolo Group, or their directors and/or representatives and/or employees and/or persons closely associated 
with them, may have a long or short position in any securities mentioned at any time, and may make a purchase and/or sale, or offer to make a 
purchase and/or sale, of any of the securities from time to time in the open market or otherwise.  

Intesa Sanpaolo SpA issues and circulates research to Major Institutional Investors in the USA only through Banca IMI Securities Corp., 1 William 
Street, New York, NY 10004, USA, Tel: (1) 212 326 1150. 

Residents in Italy: This document is intended for distribution only to professional clients and qualified counterparties as defined in Consob 
Regulation no. 20307 of 15.02.2018, as subsequently amended and supplemented, either as a printed document and/or in electronic form. 

Person and residents in the UK: This document is not for distribution in the United Kingdom to persons who would be defined as private 
customers under rules of the FCA. 

US persons: This document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC Rule 15a-6. 
US Customers wishing to effect a transaction should do so only by contacting a representative at Banca IMI Securities Corp. in the US (see contact 
details above). 

Method of distribution 

This document is for the exclusive use of the person to whom it is delivered by Banca IMI and Intesa Sanpaolo and may not be reproduced, 
redistributed, directly or indirectly, to third parties or published, in whole or in part, for any reason, without prior consent expressed by Banca IMI 
and/or Intesa Sanpaolo. The copyright and all other intellectual property rights on the data, information, opinions and assessments referred to in 
this information document are the exclusive domain of the Intesa Sanpaolo banking group, unless otherwise indicated. Such data, information, 
opinions and assessments cannot be the subject of further distribution or reproduction in any form and using any technique, even partially, except 
with express written consent by Banca IMI and/or Intesa Sanpaolo.  

Persons who receive this document are obliged to comply with the above indications. 

Coverage policy and frequency of research reports 

The list of companies covered by the Research Department is available upon request. Intesa Sanpaolo SpA aims to provide continuous coverage of 
the companies on the list in conjunction with the timing of periodical accounting reports and any exceptional event that affects the issuer’s 
operations. The companies for which Banca IMI acts as sponsor or specialist or other regulated roles are covered in compliance with regulations 
issued by regulatory bodies with jurisdiction. In the case of a short note, we advise investors to refer to the most recent company report published 
by Intesa Sanpaolo SpA’s Research Department for a full analysis of valuation methodology, earnings assumptions, risks and the historical of 
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recommendation and target price. In the Equity Daily note and Weekly Preview report the Research Department reconfirms the previously 
published ratings and target prices on the covered companies (or alternatively such ratings and target prices may be placed Under Review). 
Research is available on Banca IMI’s web site (www.bancaimi.com) or by contacting your sales representative. 

Equity Research Publications in Last 12M 
The list of all recommendations on any financial instrument or issuer produced by Intesa Sanpaolo Research Department and distributed during 
the preceding 12-month period is available on the Intesa Sanpaolo website at the following address: 

http://www.group.intesasanpaolo.com/scriptIsir0/si09/studi/eng_archivio_racc_equity.jsp 

Valuation methodology (long-term horizon: 12M) 

The Intesa Sanpaolo SpA Equity Research Department values the companies for which it assigns recommendations as follows: 
We obtain a fair value using a number of valuation methodologies including: discounted cash flow method (DCF), dividend discount model 
(DDM), embedded value methodology, return on allocated capital, break-up value, asset-based valuation method, sum-of-the-parts, and 
multiples-based models (for example PE, P/BV, PCF, EV/Sales, EV/EBITDA, EV/EBIT, etc.). The financial analysts use the above valuation methods 
alternatively and/or jointly at their discretion. The assigned target price may differ from the fair value, as it also takes into account overall 
market/sector conditions, corporate/market events, and corporate specifics (ie, holding discounts) reasonably considered to be possible drivers of 
the company’s share price performance. These factors may also be assessed using the methodologies indicated above.  

Equity rating key: (long-term horizon: 12M) 

In its recommendations, Intesa Sanpaolo SpA uses an “absolute” rating system, which is not related to market performance and whose key is 
reported below:  

Equity rating key (long-term horizon: 12M) 
Long-term rating  Definition 
BUY If the target price is 20% higher than the market price 
ADD If the target price is 10%-20% higher than the market price 
HOLD If the target price is 10% below or 10% above the market price 
REDUCE If the target price is 10%-20% lower than the market price 
SELL If the target price is 20% lower than the market price 
RATING SUSPENDED The investment rating and target price for this stock have been suspended as there is not a sufficient fundamental 

basis for determining an investment rating or target. The previous investment rating and target price, if any, are no 
longer in effect for this stock. 

NO RATING The company is or may be covered by the Research Department but no rating or target price is assigned either 
voluntarily or to comply with applicable regulations and/or firm policies in certain circumstances, including when Intesa 
Sanpaolo is acting in an advisory capacity in a merger or strategic transaction involving the company. 

TARGET PRICE The market price that the analyst believes the share may reach within a one-year time horizon 
MARKET PRICE Closing price on the day before the issue date of the report, as indicated on the first page, except  

where otherwise indicated 
 

 

Historical recommendations and target price trends (long-term horizon: 12M) 
 

Target price and market price trend (-1Y)  Historical recommendations and target price trend (-1Y) 
 

   

 

Equity rating allocations (long-term horizon: 12M) 

Intesa Sanpaolo Research Rating Distribution (at August 2018) 
Number of companies considered: 105 BUY ADD HOLD REDUCE SELL 
Total Equity Research Coverage relating to last rating (%) 42 29 27 2 1 
of which Intesa Sanpaolo’s Clients (%) (*) 75 73 29 50 100 
 

(*) Companies on behalf of whom Intesa Sanpaolo and the other companies of the Intesa Sanpaolo Group have provided corporate and Investment banking services in the last 12 
months; percentage of clients in each rating category 

Valuation methodology (short-term horizon: 3M) 

Our short-term investment ideas are based on ongoing special market situations, including among others: spreads between share 
categories; holding companies vs. subsidiaries; stub; control chain reshuffling; stressed capital situations; potential extraordinary deals (including 
capital increase/delisting/extraordinary dividends); and preys and predators. Investment ideas are presented either in relative terms (e.g. spread 
ordinary vs. savings; holding vs. subsidiaries) or in absolute terms (e.g. preys). 

The companies to which we assign short-term ratings are under regular coverage by our research analysts and, as such, are subject to 
fundamental analysis and long-term recommendations. The main differences attain to the time horizon considered (monthly vs. yearly) and 

Date Rating TP Mkt Price
03-Aug-18 UNDER REVIEW U/R 17.8
29-Mar-18 ADD U/R 19.0
14-Nov-17 ADD 26.5 22.6Sam
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definitions (short-term ‘long/short’ vs. long-term ‘buy/sell’). Note that the short-term relative recommendations of these investment ideas may 
differ from our long-term recommendations. We monitor the monthly performance of our short-term investment ideas and follow them until 
their closure. 

Equity rating key (short-term horizon: 3M) 

Equity rating key (short-term horizon: 3M) 
Short-term rating  Definition 
LONG Stock price expected to rise or outperform within three months from the time the rating 

was assigned due to a specific catalyst or event 
SHORT Stock price expected to fall or underperform within three months from the time the rating 

was assigned due to a specific catalyst or event 
 

Company specific disclosures 

Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa Sanpaolo Banking 
Group”) have adopted written guidelines “Modello di Organizzazione, Gestione e Controllo” pursuant to Legislative Decree 8 June, 2001 no. 231 
(available at the Intesa Sanpaolo website, webpage http://www.group.intesasanpaolo.com/scriptIsir0/si09/governance/eng_wp_governance.jsp, 
along with a summary sheet, webpage https://www.bancaimi.com/en/bancaimi/chisiamo/documentazione/normative) setting forth practices and 
procedures, in accordance with applicable regulations by the competent Italian authorities and best international practice, including those known 
as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the misuse of such 
information and to prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking Group which may adversely 
affect the interests of the customer in accordance with current regulations.  

In particular, the description of the measures taken to manage interest and conflicts of interest – related to Articles 5 and 6 of the Commission 
Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parliament and of the 
Council with regard to regulatory technical standards for the technical arrangements for objective presentation of investment recommendations 
or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of conflicts of 
interest as subsequently amended and supplemented, the FINRA Rule 2241, as well as the FCA Conduct of Business Sourcebook rules COBS 12.4 
- between the Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies, and referred to in research 
products produced by analysts at Intesa Sanpaolo S.p.A. is available in the "Rules for Research " and in the extract of the "Corporate model on 
the management of inside information and conflicts of interest" published on the website of Intesa Sanpaolo S.p.A.  

At the Intesa Sanpaolo website, webpage http://www.group.intesasanpaolo.com/scriptIsir0/si09/studi/eng_archivio_conflitti_mad.jsp you can find 
the archive of disclosure of interests or conflicts of interest of the Intesa Sanpaolo Banking Group in compliance with the applicable laws and 
regulations. 

Furthermore, we disclose the following information on the Intesa Sanpaolo Banking Group’s conflicts of interest: 

1 One or more of the companies of the Intesa Sanpaolo Banking Group plan to solicit investment banking business or intends to seek 
compensation from Buzzi Unicem in the next three months 

2 One or more of the companies of the Intesa Sanpaolo Banking Group have a Long position larger than the 0.5% of the issued share 
capital of Buzzi Unicem 

3 One or more of the companies of the Intesa Sanpaolo Banking Group have granted significant financing to Buzzi Unicem and its parent 
and group companies 

4 One or more of the companies of the Intesa Sanpaolo Banking Group are one of the main financial lenders to Buzzi Unicem and its 
parent and group companies Sam
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