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Ericsson Nikola Tesla 
����� Growth to come from exports 

As we expected, the recovery of telecom operators’ investment activity in the CIS 
region contributed significantly to Ericsson NT’s top line in 1Q 10 and we expect 
this trend to continue in the remainder of the year. The only changes we have made 
in our planning model refer to profit margins being revised upwards in 2010e and 
2011e so that we arrived at a target price of HRK 1 ,557. Since Ericsson NT’s share 
has recorded a sharp drop recently we reiterate our “hold” recommendation. 
 
	��	��� Posted sales came in in line with our estimates and slightly higher yoy. The 
main growth driver was the CIS market, whereas domestic market revenues recorded 
a yoy drop due to HT’s lower investments and ongoing negotiations with Tele2. The 
main deviation from our estimates refers to EBIT and the financial result. Although 
reported EBT was pretty close to our forecasts, the bottom line was higher than we 
reckoned due to the absence of tax expenses.�
 
��������� We feel confident about our FY 10e sales forecast, with the CIS and 
regional markets as key growth drivers. Until the end of our projection timeframe our 
assumed top line development remains unchanged. Based on 1Q 10e gross margin 
we have revised our FY 10e gross margin upwards. However, we do not believe 
that the FY margin could be as high as the one realized in 1Q 10e (16.7%), hence 
we set it at 15.2% (previously 14%). Furthermore, we have lowered expected FY 
10e and FY 11e SG&A expenses to 7.8% of sales, down from 8% based on savings 
realized in 1Q 10e. Accordingly, we derived an EBIT  margin of 8.6% in FY 10e 
(previously 7.3%), 8.9% in FY 11e (previously 8.4%), 8.7% in FY 12e and 8.6% in 
FY 13e, FY 14e and FY 15e. 
 
����������  In order to set the target price for Ericsson NT we have used a DCF model 
and peer analysis. By averaging the two valuation methods, we set our price target 
at HRK 1,557 (previously HRK 1,563) and maintain our “hold” recommendation. 
 
 

 

Price 25.05.10 1,408 

Price target 1,557 

Volatility risk medium 

Year high/low 1,744/1,144 

Currency HRK 

HRK/EUR 7.27 

ADR rate n.a. 

Market capitalisation        
in EUR mn 258.0 

Free float 40.4% 

Free float in EUR mn 104.2 

Avg. daily turnover       
(12 m) in EUR mn 0.1 

Index CROBEX 

ISIN code HRERNTRA0000 

Bloomberg ERNTRA CZ 

Reuters ERNT.ZA 

Datastream CR:ERN 
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Key ratios 
HRK 12/2008 12/2009 12/2010e 12/2011e 12/2012e 
EPS reported 154.2 98.1 119.6 135.5 136.6 

PE reported 7.8 13.7 11.8 10.4 10.3 

Adjusted EPS diluted 154.2 98.1 119.6 135.5 136.6 

Adjusted PE diluted 7.8 13.7 11.8 10.4 10.3 

Operating cash flow per share 260.2 216.9 147.4 153 .6 173.7 

Price cash flow 4.6 6.2 9.6 9.2 8.1 

Book value per share 884.7 911.4 882.8 898.3 884.9 

Price book value 1.4 1.5 1.6 1.6 1.6 

Dividend per share 70.0 120.0 120.0 150.0 150.0 

Dividend yield 5.8% 9.0% 8.5% 10.7% 10.7% 

EV/adjusted EBITDA 3.7 7.3 5.9 5.3 5.3 

Source: Ericsson Nikola Tesla, Raiffeisen estimates 
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Ericsson Nikola Tesla 

Share price triggers 
Trigger Momentum Explanation 
�� ��!����������� negative �  Uncertainty related to operators’ investment activity, considering the current global economic situation  

"#$�%&���'�
��������������� positive 

�  Ericsson NT realized 16.4% of revenues in USD in FY 09 

�  Appreciation of USD in terms of HRK affects top line positively 

�  We expect USD to appreciate by 3.6% vs. the HRK until December 2010e after recent strong movements 

"#$�(%#��'�
��������������� neutral 

�  Company realizes considerable revenues in EUR: 49.2% in FY 09 

�  Appreciation of EUR in terms of HRK affects top line positively 

�  We assume a rather flat HRK/EUR development until December 2010e 

�������!������� �������)����
�*��������

negative 

�  Reduced number/greater size of operators may negatively impact the company’s bargaining position 
and profit margins 

�  Consolidation could cause a delay in their network investments while they negotiate M&A agreements, 
secure necessary approvals, or are constrained by efforts to integrate businesses 

+�,��!�������������� positive 
�  Maintaining strong cash flows and high liquidity ra tios (net cash position of HRK 408.3 mn in FY 2009) 

�  Key advantage in the current situation 

Source: Raiffeisen  

 

Looking back: 1Q 10 
Posted 1Q 10 sales were in line with our estimates and slightly higher yoy. CIS 
markets were the main growth driver (+112.7% yoy), but also Ericsson’s internal 
market revenues increased by 7.3% yoy. On the other hand, the domestic market 
recorded a drop of 27.8% yoy, mainly as a result of  HT’s decision to stop 
investments in a new optic fibre access network. Moreover, there were no new 
orders from Tele2 due to the ongoing negotiations on the extension of the existing 
framework agreement. 
 

 
Realized gross margin was higher than we expected due to favourable product mix 
changes and improved efficiency. Additionally, SG&A expenses were 35% lower 
yoy and 11.5% below our expectations, which is the reason for the large 
discrepancy between the posted and the operating profit we forecasted.  
 
The financial result is much lower than we reckoned, at HRK 5.6 mn (HRK 42.2 mn 
in 1Q 09), due to decreased FX income, the release of impairment reserves as well 

CIS market sales +112.7% yoy 

Quarterly sales & profit margins (%) 
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Source: Ericsson Nikola Tesla, Raiffeisen  
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Ericsson Nikola Tesla 

as interest income. Although reported EBT was pretty close to our forecasts, because 
of the absence of tax expenses, the bottom line was higher than we reckoned. 
 

1Q 10 figures 
in HRK mn 1Q 09 1Q 10 +/- % RCB est. +/- % 4Q 09 +/- % 
Sales 294.8 302.9 2.7 300.2 0.9 391.44 -22.6 

Gross profit 44.2 50.6 14.4 42.0 20.4 72.23 -30.0 

EBIT 11.6 27.9 140.8 17.3 61.1 34.73 -19.8 

EBT 53.8 33.5 -37.7 35.8 -6.4 47.17 -29.0 

Net profit a.m. 43.0 33.5 -22.1 28.6 17.2 48.79 -31 .3 

EPS 32.80 25.56 -22.1 21.82 17.2 37.22 -31.3 

Gross margin 15.0% 16.7%  14.0%  18.5%  

EBIT margin 3.9% 9.2%  5.8%  8.9%  

EBT margin 18.2% 11.1%  11.9%  12.1%  

Net margin  14.6% 11.1%  9.5%  12.5%  

Source: Ericsson Nikola Tesla, Raiffeisen estimates 

 
 

Estimate changes 
As the reported 1Q 10e top line was pretty close to our estimate, we feel confident 
about our FY 10e sales forecast (+7.2% yoy), with the CIS and regional markets as 
key growth drivers. Until the end of our projection timeframe the assumed top line 
development remains unchanged, as well.  
 
Based on 1Q 10e gross margin we have revised our FY 10e gross margin upwards. 
However, we do not believe the FY margin could be as high as the one realized in 
1Q 10e (16.7%), hence we set it at 15.2% (previousl y 14%). We maintain our 
gross margin estimates for the following years. Furthermore, we have lowered 
expected FY 10e and FY 11e SG&A expenses to 7.8% of sales, down from 8% 
based on savings realized in 1Q 10e. 
 

 
Accordingly, we derived an EBIT margin of 8.6% in FY 10e (previously 7.3%), 8.9% 
in FY 11e (previously 8.4%), 8.7% in FY 12e and 8.6% in FY 13e, FY 14e and FY 
15e. 
 
In spite of a lower than expected financial result in 1Q 10, we maintain our estimate 
for FY 10e at HRK 48.9, as we expect the Company to profit from USD appreciation 
against HRK. 

Top line forecasts unchanged 

FY 10e margin set to 15.2% 

Per share data 2009-2014e (HRK)  Operating expenses 2009-2014e (HRK mn) 
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Ericsson Nikola Tesla 

 

Changes to forecast 
 old new  

in HRK mn 2010e 2011e 2012e 2010e 2011e 2012e Rationale 
Sales 1,500.8 1,725.3 1,804.1 1,500.8 1,725.3 1,804 .1  

Gross profit 210.1 265.7 280.5 228.1 265.7 280.5  

Gross margin 14.0% 15.4% 15.6% 15.2% 15.4% 15.6% hi gher than expected gross margin in Q1 10 

EBIT 109.6 150.6 156.6 129.1 154.1 156.6  

EBIT margin 7.3% 8.7% 8.7% 8.6% 8.9% 8.7% higher gr oss margin and lowered SG&A expenses 

EBT 158.3 201.6 206.7 178.0 205.1 206.7  

Net profit 140.8 177.4 181.9 158.4 180.5 181.9  

Source: Raiffeisen Centrobank estimates 

 
 
/�������� �!����������
�  Tight competition could cause stronger than incorporated price and gross 

margin deterioration  
�  Due to global economic crisis customers could delay planned investments even 

more than considered in our calculations 
�  As Ericsson NT realizes significant parts of their revenues abroad, HRK/EUR 

and HRK/USD exchange rate movements affect the company’s top line and 
financial result (16.4% of revenues in USD and 49.2% in EUR in FY 09) 

 
 

Valuation 
We have valued the Ericsson NT stock based on a discounted cash flow model and 
peer valuation model. 
 
For the calculation of the WACC we assume a beta of 1.0. We have lowered the 
assumed risk-free rate in 2010e from 6.0% to 4.0% and from 5.6% to 5% in 2011e. 
On the other hand, we have raised it considerably in subsequent years. Terminal 
value risk-free rate remains the same at 5.2%. Also, we calculate with a risk 
premium of 6.0% for the entire projection timeframe and in perpetuity and arrived at 
a WACC of 10% for 2010e, climbing to 12.6% in 2013e  and then decreasing 
towards 11.2% for the TV. Based on the DCF valuation we estimate the fair value of 
equity at HRK 1,562 per share, down from previously HRK 1,573, due to increased 
risk-free rates. 
 
In the peer valuation we have compared Ericsson NT with European 
telecommunication equipment suppliers. Based on the multiples mentioned below we 
have derived a value of HRK 1,552 per share. 
 
By averaging the two valuation methods, we set our 12m price target at HRK 1,557 
(previously HRK 1,563), which implies low upside potential. Since Ericsson NT’s 
stock recorded a severe drop recently, we maintain our “hold” recommendation. 

Increased risk-free rates from 
2012e on 

Target price: HRK 1,557 
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Ericsson Nikola Tesla 

Peer valuation 
 2010e 2011e 2012e Average 
Sales 1,500.8 1,725.3 1,804.1  

EV/Sales 0.9 0.9 0.8  

Derived EV 1,378.2 1,548.5 1,495.1  

NIBD -760.0 -744.8 -716.4  

Derived value of equity 2,138.3 2,293.3 2,211.5  

����1�!�1�����*����
���� 	��	.2�� 	�3��2�� 	����24� 	��532��

     

EBITDA 189.0 214.0 217.1  

EV/EBITDA 7.9 6.8 6.4  

Derived EV 1,488.9 1,460.0 1,379.7  

NIBD -760.0 -744.8 -716.4  

Derived value of equity 2,248.9 2,204.8 2,096.1  

����1�!�1�����*����
���� 	��542�� 	���.25� 	�04�24� 	��-�2��

     

Earnings per share 119.6 135.5 136.6  

P/E 16.2 13.0 11.3  

����1�!�1�����*����
���� 	�5-32	� 	�3��2�� 	�0.	2	� 	��3�2	�

     

Book value per share 882.8 898.3 884.9  

P/B 1.5 1.4 1.3  

����1�!�1�����*����
���� 	�-��2	� 	��.323� 	�	�42�� 	����2	�

    

� � �1������1�����*����
���� 	�00	20�

Source: Bloomberg, Raiffeisen estimates 

 

Peer group overview 
 Peer group    P/BV    EV/EBITDA   

 Company name    2010e    2011e   2012e  2010e    2011e   2012e 
Digital Multimedia Tech 1.6 1.4 1.3 10.3 9.4 8.9 

Comarch 1.2 1.1 1.0 8.3 7.0 6.3 

Ericsson LM-B SHS 1.7 1.6 1.5 6.7 6.6 5.8 

Alcatel-Lucent 1.3 1.3 1.0 4.6 3.4 2.9 

       

�������� 	20� 	2.� 	2-� 323� �2�� �2��

���!������ 	20� 	2.� 	2-� 325� �24� �2.�

�(��������6������
����� 	2�� 	2�� 	2�� 025� 02-� 02-�

   

 Peer group   P/E EV/EBIT 

 Company name    2010e    2011e   2012e  2010e    2011e   2012e 
Digital Multimedia Tech 20.4 13.4 12.8 17.5 14.6 13 .4 

Comarch 16.2 14.0 11.1 14.5 10.3 8.9 

Ericsson LM-B SHS 15.0 12.6 11.4 9.4 8.6 7.6 

Alcatel-Lucent n.a. 12.7 8.5 28.7 8.0 6.5 

       

�������� 	32�� 	-2�� 		2�� 	320� 	�2.� 52	�

���!������ 	�2�� 	-2�� 		2-� 	�2�� 52.� 42-�

�(��������6������
����� 		24� 	�2.� 	�2-� 42�� 32-� 32.�

Source: Bloomberg, Raiffeisen estimates 
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Ericsson Nikola Tesla 

FCF projection (HRK mn) 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

NOPLAT 109.5 129.5 131.8 136.6 142.0 146.6 150.1 

Adj. NOPLAT 109.5 129.5 131.8 136.6 142.0 146.6 150 .1 

Depreciation of PPE & intangibles 60.0 60.0 60.5 57 .9 55.8 53.9 50.0 

Gross investment in PPE & intangibles -60.0 -60.0 -60.0 -55.0 -50.0 -50.0 -51.9 

Change in working capital -23.2 -35.8 -11.0 -11.3 - 11.3 -6.6 -4.9 

NWC/Sales 17.1% 17.0% 16.9% 16.8% 16.8% 16.7% 16.0%  

Change in LT provisions other than tax 0.0 0.0 0.0 0.0 0.0 0.0  

Net acquisitions & disposals 0.0 0.0 0.0 0.0 0.0 0. 0  

Free cash flow to firm 86.3 93.6 121.3 128.3 136.5 143.9 143.2 

�!72�8�������
�8��)����8�� � 4�2-� 5-2�� 	�	2-� 	�42-� 	-�20� 	.-25� 	.-2��

(����9�� �!:��������� *����� � 	�-��20� 	�-0020� � � � �

MV of non-operating assets  0.0 0.0     

MV of net debt  -760.0 -744.8     

MV of minorities  0.0 0.0     

Adjustments to EV  0.0 0.0     

9����1������8��,����� � �����2�� 2,100.4    �

Shares outstanding (mn)  1.3 1.3     

/������������*����
����*����	��	�;���"#$<� � 	�00	25� 	�0332-� � � � �

 

Value drivers 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

Consolidated sales yoy 7.2% 15.0% 4.6% 3.9% 3.5% 3. 0% 1.5% 

EBITDA margin 12.6% 12.4% 12.0% 11.7% 11.5% 11.3% 1 1.0% 

Rate of taxes paid -15.2% -16.0% -15.8% -15.5% -15.2% -15.1% -15.0% 

Working capital/sales 17.1% 17.0% 16.9% 16.8% 16.8%  16.7% 16.0% 

Capex/depreciation 100.1% 100.0% 99.2% 95.0% 89.6% 92.8% 103.8% 

Free cash flow margin 5.7% 5.4% 6.7% 6.8% 7.0% 7.2%  7.0% 

 

WACC 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

Target capital structure (at MV) 100.0% 100.0% 100. 0% 100.0% 100.0% 100.0% 100.0% 

Debt/equity ratio (at MV) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Risk free rate (local) 4.0% 5.0% 5.8% 6.6% 6.3% 5.9 % 5.2% 

Equity market premium 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%  6.0% 

Levered beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 

Cost of equity 10.0% 11.0% 11.8% 12.6% 12.3% 11.9% 11.2% 

Cost of debt 9.0% 9.5% 9.5% 8.2% 7.5% 7.5% 6.0% 

Tax rate -15.2% -16.0% -15.8% -15.5% -15.2% -15.1% -15.0% 

=���� 	�2�>� 		2�>� 		24>� 	�2�>� 	�2->� 		25>� 		2�>�

 

Growth sensitivity (HRK) Terminal growth rate 

WACC 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0% 

9.7% 1,610.8 1,648.1 1,689.7 1,736.4 1,789.1 1,849.2 1,9 18.2 

10.2% 1,557.8 1,590.7 1,627.2 1,667.8 1,713.4 1,765.0 1,8 23.7 

10.7% 1,509.7 1,538.9 1,571.0 1,606.7 1,646.5 1,691.1 1,741.5 

11.2% 1,466.0 1,491.9 1,520.5 	�00	25� 1,586.8 1,625.7 1,669.3 

11.7% 1,426.0 1,449.2 1,474.6 1,502.5 1,533.2 1,567.3 1,605.4 

12.2% 1,389.3 1,410.1 1,432.9 1,457.7 1,485.0 1,515.0 1,5 48.4 

12.7% 1,355.5 1,374.3 1,394.7 1,416.9 1,441.2 1,467.9 1,4 97.3 

 

Margin sensitivity (HRK) FCF margin TV 

WACC 5.5% 6.0% 6.5% 7.0% 7.5% 8.0% 8.5% 

9.7% 1,574.2 1,628.3 1,682.3 1,736.4 1,790.4 1,844.5 1,8 98.6 

10.2% 1,519.1 1,568.7 1,618.2 1,667.8 1,717.4 1,767.0 1,8 16.6 

10.7% 1,469.8 1,515.4 1,561.1 1,606.7 1,652.3 1,698.0 1,743.6 

11.2% 1,425.5 1,467.6 1,509.8 	�00	25� 1,594.0 1,636.2 1,678.3 

11.7% 1,385.4 1,424.5 1,463.5 1,502.5 1,541.5 1,580.5 1,619.5 

12.2% 1,349.1 1,385.3 1,421.5 1,457.7 1,493.9 1,530.1 1,5 66.3 

12.7% 1,315.8 1,349.5 1,383.2 1,416.9 1,450.6 1,484.3 1,5 18.0 

Source: Raiffeisen Centrobank estimates 

DCF valuation 

Sensitivity analysis 
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Ericsson Nikola Tesla 

Income statement (HRK mn) 12/2007 12/2008 12/2009 1 2/2010e 12/2011e 12/2012e 

�������!���!������� 	�34	20� 	�4��2	� 	�.��2�� 	�0��24� 	�3�02-� 	�4�.2	�

Cost of sales -1,509.2 -1,499.1 -1,213.9 -1,272.7 -1,459.6 -1,523 .6 

?�����*��8��� �3�2-� -��25� 	4�2	� ��42	� ��023� �4�20�

Other operating income 23.9 27.4 17.3 18.0 22.9 24. 0 

Selling expenses -77.4 -85.0 -72.9 -72.0 -79.4 -83.0 

Administrative expenses -44.8 -44.8 -37.0 -28.5 -34.5 -39.7 

Other operating expenses -36.5 -35.2 -27.8 -16.5 -2 0.7 -25.3 

(@A
��� ��	2�� �-�2-� 	-�20� 	452�� �	.2�� �	32	�

Depreciation of PPE and intangibles -83.7 -73.1 -64.8 -60.0 -60.0 -60.5 

(@A
�� 	-320� 	�-2-� �023� 	�52	� 	0.2	� 	0�2��

Amortisation, impairment of goodwill 0.0 0.0 0.0 0. 0 0.0 0.0 

(@A
� 	-320� 	�-2-� �023� 	�52	� 	0.2	� 	0�2��

Investment income 0.0 0.0 0.0 0.0 0.0 0.0 

Net interest income 51.9 48.5 61.1 48.9 51.0 50.1 

Other financial result 11.1 -1.2 0.0 0.0 0.0 0.0 

9���������������� �-2	� .32-� �	2	� .425� 0	2�� 0�2	�

(��������B�8������'��� ���20� �	�2�� 	��24� 	342�� ��02	� ���23�

Taxes on income -0.7 -7.6 1.6 -19.6 -24.6 -24.8 

Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0 

6���*��8���B�8���� ���������� 	5524� ��-2�� 	�42.� 	042 .� 	4�20� 	4	25�

Minority interests 0.0 0.0 0.0 0.0 0.0 0.0 

6���*��8����8���� ���������� 	5524� ��-2�� 	�42.� 	042.� 	4�20� 	4	25�

 

Balance sheet (HRK mn) 12/2007 12/2008 12/2009 12/2 010e 12/2011e 12/2012e 

��������������� 	�	�	2	� 5442.� 	�		�2.� 	��5	2�� 	�		52.� 	�	�-2��

Liquid funds 396.0 367.6 535.8 488.7 472.2 442.7 

Receivables 699.7 566.4 549.2 570.3 603.8 613.4 

Inventories 55.5 53.1 24.1 30.0 41.4 45.1 

Other assets 9.9 1.3 1.4 2.0 2.0 2.0 

9�'�!�������� 0�-2-� 0	520� .�523� .�524� .�524� .�52-�

Property, plant & equipment 174.7 163.3 146.4 146.4  146.4 146.4 

Intangible assets 4.4 6.3 4.4 4.4 4.4 3.9 

Goodwill 0.0 0.0 0.0 0.0 0.0 0.0 

Financial assets 384.2 350.0 278.9 278.9 278.9 278.9 

��8����!���'�������� 523� 	-2�� 	�2-� 	�2-� 	�2-� 	�2-�


������������ 	�3-.2	� 	�0��25� 	�00�2.� 	�0--2	� 	�0�	20� 	�0..24�

�����������B�������� .	-2�� -.-2.� -.�2	� -.32�� -0025� - 042��

+���:��� ����B�������� 020� 		2.� 	�2	� 	�20� 52.� 420�

&
���
��!���C��,����� 	�-	02�� 	�	��2	� 	����2�� 	�	302 0� 	�	5�2�� 	�	342-�

������������������� �2�� �2�� �2�� �2�� �2�� �2��
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Cash flow statement (HRK mn) 12/2007 12/2008 12/200 9 12/2010e 12/2011e 12/2012e 
(��������B�8������'��� ���20� ��.2.� 	��24� 	342�� ��02	 � ���23�
Taxes paid -25.8 0.0 0.0 -19.6 -24.6 -24.8 
Amortisation and depreciation 83.7 73.3 64.8 60.0 6 0.0 60.5 
Other non-cash items -8.9 -5.2 -12.0 0.0 0.0 0.0 
���
�8��)�8�� �������� �.520� �3�2.� 	352�� �	42.� �.�2. � �.�2.�
Change in working capital -93.6 70.0 104.4 -23.2 -3 5.8 -11.0 
�*�����������
�8��)� 	0025� -.�2.� �4.2�� 	502�� ��.2�� �-	2-�
Capex PPE and intangible assets -59.8 -63.9 -46.1 -60.0 -60.0 -60.0 
Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0 
Disposal of fixed assets (total) 53.1 49.4 -38.9 0. 0 0.0 0.0 
Other items (investments) 388.3 0.7 0.0 -32.3 95.5 0.0 
A�1����������
�8��)� -4	2�� :	-24� :402�� :5�2-� -020� :��2��
Dividend payments -423.7 -355.3 -91.8 -158.0 -159.8  -199.7 
Other changes in equity -52.5 0.0 -11.4 -25.1 0.0 0 .0 
Change in interest-bearing financial assets -384.2 -42.6 0.5 32.3 -95.5 0.0 
Other items -3.3 -0.7 2.9 -0.1 0.0 0.0 
�
��������6A@�� :-��2	� :3�2�� 552.� :.42	� :	02�� :�42.�

Source: Ericsson Nikola Tesla, Raiffeisen Centrobank estimates 
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Ericsson Nikola Tesla 

Changes yoy 12/2007 12/2008 12/2009 12/2010e 12/201 1e 12/2012e 
Consolidated sales yoy 9.0% 1.0% -22.2% 7.2% 15.0% 4.6% 

EBITDA yoy -18.6% 6.9% -44.8% 44.9% 13.2% 1.4% 

EBITA yoy -30.7% 18.8% -59.8% 96.5% 19.4% 1.6% 

EBIT yoy -30.7% 18.8% -59.8% 96.5% 19.4% 1.6% 

EBT yoy -24.2% 5.0% -39.8% 40.3% 15.2% 0.8% 

Net profit after minorities yoy -14.5% 1.6% -36.7% 23.3% 13.9% 0.8% 

 

Margins 12/2007 12/2008 12/2009 12/2010e 12/2011e 1 2/2012e 
Gross margin 15.3% 16.7% 13.3% 15.2% 15.4% 15.6% 

EBITDA margin 12.4% 13.1% 9.3% 12.6% 12.4% 12.0% 

EBITA margin 7.7% 9.1% 4.7% 8.6% 8.9% 8.7% 

EBIT margin 7.7% 9.1% 4.7% 8.6% 8.9% 8.7% 

EBT margin 11.3% 11.7% 9.1% 11.9% 11.9% 11.5% 

Net margin 11.2% 11.3% 9.2% 10.6% 10.5% 10.1% 

 

Balance sheet (HRK mn) 12/2007 12/2008 12/2009 12/2 010e 12/2011e 12/2012e 
Net working capital 352.8 279.8 234.1 257.3 293.2 3 04.2 

Net interest-bearing debt -778.7 -708.7 -808.1 -760 .0 -744.8 -716.4 

Capital employed 1,317.0 1,175.0 1,206.8 1,183.1 1, 202.4 1,183.5 

Market capitalisation 4,492.2 1,581.7 1,764.1 1,875 .3 1,875.3 1,875.3 

Enterprise value 3,713.5 872.9 955.9 1,115.2 1,130. 4 1,158.8 

 

Financing (x) 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
Interest cover 1,153.3 1,404.2 254.1 672.5 961.3 1,169.5 

Internal financing ratio 2.7 5.4 6.2 3.3 3.4 3.9 

Net gearing -59.2% -60.8% -67.3% -64.7% -62.3% -60.8% 

Quick ratio 2.7 2.7 3.2 3.1 3.0 3.0 

Fixed assets cover 2.3 2.3 2.8 2.8 2.8 2.8 

Capex / depreciation 0.7 0.9 0.7 1.0 1.0 1.0 

Equity ratio 75.9% 76.7% 77.3% 76.7% 76.6% 76.3% 

 

Profitability 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
Return on assets 10.9% 12.5% 8.4% 10.3% 11.7% 11.7%  

Return on equity 13.8% 16.4% 10.9% 13.3% 15.2% 15.3 % 

Return on capital employed 13.8% 16.3% 10.8% 13.3% 15.2% 15.3% 

 

Per share data (HRK) 12/2007 12/2008 12/2009 12/201 0e 12/2011e 12/2012e 
Weighted avg. no. of shares (mn) 1.3 1.3 1.3 1.3 1. 3 1.3 

EPS reported 151.51 154.24 98.09 119.61 135.52 136.58 

EPS pre-goodwill 151.51 154.24 98.09 119.61 135.52 136.58 

Adjusted EPS diluted 151.51 154.24 98.09 119.61 135 .52 136.58 

Operating cash flow per share 118.23 260.25 216.92 147.37 153.64 173.72 

Book value per share 1,001.61 884.73 911.36 882.76 898.28 884.86 

Dividend per share 270.00 70.00 120.00 120.00 150.0 0 150.00 

Payout ratio 177.5% 45.5% 123.0% 100.9% 110.7% 109.8% 

 

Valuation (x) 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
PE reported 22.6 7.8 13.7 11.8 10.4 10.3 

PE pre-goodwill 22.6 7.8 13.7 11.8 10.4 10.3 

Adjusted PE diluted 22.6 7.8 13.7 11.8 10.4 10.3 

Price cash flow 28.9 4.6 6.2 9.6 9.2 8.1 

Price book value 3.4 1.4 1.5 1.6 1.6 1.6 

Dividend yield 7.9% 5.8% 9.0% 8.5% 10.7% 10.7% 

Free cash flow yield 2.2% 17.6% 13.5% 7.2% 7.7% 9.1 % 

EV/sales 2.1 0.5 0.7 0.7 0.7 0.6 

EV/EBITDA 16.8 3.7 7.3 5.9 5.3 5.3 

EV/EBIT 27.0 5.3 14.6 8.6 7.3 7.4 

EV/operating cash flow 23.8 2.5 3.4 5.7 5.5 5.0 

Adjusted EV/CE 3.4 1.4 1.5 1.6 1.6 1.6 

Adjusted EV/CE vs. ROCE/WACC    1.2 1.1 1.2 

Source: Ericsson Nikola Tesla, Raiffeisen Centrobank estimates 
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Ericsson Nikola Tesla 

Fact Sheet 
 

Company description  Shareholder structure 

Ericsson Nikola Tesla is the largest specialized provider of modern 
telecommunications products, solutions and services in Central and Eastern 
Europe. The company produces equipment related to fixed, mobile 
telephones, internet and develops software. As a member of the Ericsson 
Group the company offers to its customers the entire Ericsson portfolio of 
telecommunications products, solutions and services. Ericsson Nikola Tesla is 
today well-positioned and recognized as a strong Ericsson's center for total 
communications solutions within the region Central Europe, Middle East and 
Africa. The company is also a strong research and development center, one 
of only twenty in the Ericsson Corporation. Ericsson Nikola Tesla is also 
Ericsson's global center for software production, delivery and integration, one 
of Ericsson's Mobility World centers in the market unit Central Europe and the 
regional leader in e-systems. To comply with recent market requirements the 
company emphasizes its role of a system integrator, which is a new business 
and strategic dimension for the Ericsson Corporation as well.  
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Strengths/Opportunities  Weaknesses/Threats 

�  Low broadband penetration rates in neighbouring countries, which 
offers great potential for growth. 

�  Increasing competition on domestic market forces operators to make 
continuous investments 

�  Financial reports are not included in the consolidated report of 
Ericsson group (increased autonomy). 

�  Oriented towards the core activity (outsourcing other activities) 

�  Almost no debt financing and high liquidity. 

�  Highly educated staff with lower average staff cost than in Western 
Europe 

 �  Competitors from East European and Asian countries which have 
lower staff costs than ERNT. 

�  Large portion of fixed costs in operating costs structure. 

�  Receivables risk is high with partners from emerging markets and 
less developed countries. 

�  Ericsson group is one of the main suppliers and the largest 
individual buyer.  

�  Income from fixed lines (a segment with declining sales and 
decreasing CAPEX) constitutes considerable share of overall income.  

�  Due to ongoing economic crisis, possible cuts in government IT 
spending . 

 
Income statement 12/2009 12/2010e 12/2011e 12/2012e   Per share data 12/2009 12/2010e 12/2011e 12/2012e  

(HRK mn)      (HRK)     

Consolidated sales 1,400.0 1,500.8 1,725.3 1,804.1  EPS pre-goodwill 98.09 119.61 135.52 136.58 

EBITDA 130.5 189.0 214.0 217.1  Adj. EPS diluted 98 .09 119.61 135.52 136.58 

EBIT 65.7 129.1 154.1 156.6  Operating cash flow 21 6.92 147.37 153.64 173.72 

EBT 126.8 178.0 205.1 206.7  Book value 911.36 882. 76 898.28 884.86 

Net profit bef. min. 128.4 158.4 180.5 181.9  Divid end 120.00 120.00 150.00 150.00 

Net profit after min. 128.4 158.4 180.5 181.9  Payo ut ratio 123.0% 100.9% 110.7% 109.8% 

           

Balance sheet      Valuation (x)     

Total assets 1,552.4 1,533.1 1,561.5 1,544.8  PE pre-goodwill 13.7 11.8 10.4 10.3 

Shareholders' equity 1,200.2 1,175.5 1,196.2 1,178. 3  Adj. PE diluted 13.7 11.8 10.4 10.3 

Goodwill 0.0 0.0 0.0 0.0  Price cash flow 6.2 9.6 9 .2 8.1 

NIBD -808.1 -760.0 -744.8 -716.4  Price book value 1.5 1.6 1.6 1.6 

      Dividend yield 9.0% 8.5% 10.7% 10.7% 

Cash flow statement     FCF yield 13.5% 7.2% 7.7% 9.1% 

Operating cash flow 284.0 195.2 204.6 231.3  EV/EBITDA 7.3 5.9 5.3 5.3 

Investing cash flow -85.0 -92.3 35.5 -60.0  EV/EBIT 14.6 8.6 7.3 7.4 

Change NIBD 99.4 -48.1 -15.2 -28.4  EV/operating CF  3.4 5.7 5.5 5.0 

Source: Ericsson Nikola Tesla, Raiffeisen Centrobank estimates   
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