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BUY

Aurubis AG

New estimates

Target Price: 39.00 EUR

Aurubis profits from economic recovery
∎ Strong first quarter: The company was able to accelerate earnings strongly (+39% compared
to the period one year before), what has been mostly owing to increased prices of metal. The
result was positive again (EBIT €133mn), after losses in the first quarter 2008/09 (€ -110mn)
∎ The showing economic recovery in connection with higher prices of metal has led to the
results of the first quarter. The sales increases and also to some extend increases of the result
have been carried by higher prices for copper and other metals. Sulfuric acid prices have also
been recovering slowly. Increased demand provided greater product distribution and better
wages at refineries.
∎ Aurubis expects further recovery of the economy and thus further rising demand for copper
products and sulfuric acids. The company also expects continued high margins in the
recycling business, however does not exclude fluctuations. Disregarding, a clearly improved
operative results compared to the year before is expected for the current business year.
∎ We consider the company to be well positioned and share the positive outlook in the event of
continued improvement of the economic situation. For the current year, we expect sales of
€8.3mn and EBIT of €198mn. We believe that Aurubis can create growth again as it had
done before the economic crisis and that it will remain profitable.
∎ We have raised the target stock price of Aurubis AG stock to €39.00. Thus the stock is listed
12% below its fair value. We recommend to buy the stock.
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Company profile/business development
Aurubis Group is the largest producer of copper in Europe and also the worldwide largest recycler of copper.
Annual production capacity amounts approx. 1.1mn tons of copper cathode and more than 1.2mn tons of copper
products, and the group is also among internationally leading copper makers with its approx. 4,700 employees.
Aurubis is also in the Prime Standard Segment of Deutsche Bourse and is listed in the MDAX. The company
was already founded in 1866.
The company's core business is the recovery of metals from copper concentrates, scrap copper and recycling
materials as well as the production of copper cathodes. Subsequent are processing to casting roller wire, strand
casting, rolling products and copper alloys. Aurubis Group retrieves and markets additional specialty products,
including all major accompanying elements from copper production. Among these are precious metals, sulfuric
acids and iron silicate.
Among Aurubis's customers are companies of the semi-finished copper products industry, electrical, electronic
as well as chemical industry in the same way as suppliers of the construction and automotive industries as well
as cable and wire industries.
Raw materials market
Developments in raw materials markets and particularly in the copper market have strong influence on the
business of Aurubis. The price of copper rose from rather low levels back to the high levels of previous years.
Responsible for this have been strong demand in Asia and large speculative investments in the raw materials
sector aside from the weak US-Dollar. The concentrates market has been defined by poor supply of concentrates
due to low utilization of capacity in the mines.
Expected improvement of the overall economic situation should continue to provide for increased demand in the
overall raw materials sector. Aurubis will profit from this with improved possibilities for distribution and higher
prices. Higher raw materials prices furthermore lead to increased investments in mining projects. Thereby
better supply of copper concentrates will be possible for Aurubis. The company will profit from this
development by way of improved availability of concentrates and rising wages for smelters.
Products market
Like raw materials markets, profit markets are profiting from the general economic recovery. Increasing demand
could be recorded with growing optimism of market participants. Particularly stable was demand from cable and
wire industries. Demand has been rising again in the field of formats and strap products as well as with auto
suppliers in parts.
Outlook
We are convinced that Aurubis is returning to its path of growth from before the overall economic crisis. We
expect lower growth in the meantime, which will however be sustainable. We expect sales of €8.3bn for the
current business year and EBIT of €198mn. In the following year 2010/2011 we expect sales earnings to be
increasing further to €8.8bn and EBIT of €216mn.
We calculate a fair value for the stock of €38.81 in our DCF model. We assume that Aurubis will be able to
increase its sales earnings, however calculate a slightly decreasing margin. For safety of our calculation we
considered a dividend discount model. On basis of regularly paid out dividends over the past years, future
dividends were estimated and discounted under same considerations as in the DCF procedure. Our fair value
from the DCF model was confirmed in the process. According to our calculations, the stock has upward
potential of 11.8%. Therefore we recommend it as buy.
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Financials
Balance Sheets

Dr. Kalliwoda Research GmbH | Primary Research

5

Aurubis | Update | March 2010

Profit & Loss Statements
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Valuation
DCF-Model
In order to determine the fair value, we established a three-stage discounted cash flow model and used
market data for the peer group companies. All data are based on the consolidated financial statements.
Through discounting the operative free cash flows to the valuation date we accommodated the during
the period valuation date. As the valuation date we chose February 1, 2010. As far as non operating
assets are concerned, their value was derived separately and added to the present value of the payouts.
Tying in with this, the phase of terminal value follows, for which we calculated with a growth rate of
3% p.a.
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WACC
Der Diskontierungssatz wurde mit Hilfe der gewichteten Kapitalkosten ermittelt. We assume that the
target capital structure will not change in the subsequent business years.
Adjustments for debt to current interest were not
made. Risk free profitability is based on the average
profitability of the 30-year bond.
Figuring a risk prime follows the capital asset
pricing model (CAPM) and covers in particular the
systemic risks (market risk prime esp. company
specific risk). The beta value we used to identify
the company specific risk is based on the
performance of the reference index MDax.

Fair Value – Sensitivities
Our derived fair value per share amounts to Euro 38.81. This implies an upside potential of 11.8% to
the current share price (EUR 34.72). The modification of the action parameter in terminal value is
shown below in the sensitivity analysis. It shows variance in our derived fair value in variant
scenarios.
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Dividend Discount Modell
In an additional step we closely examined the payout policy of the company for the valuation of
Aurubis AG. Fortunately dividends could be paid out to share-holders over past years, so that total
return is composed of dividends and stock price by now. Dividends amounted to €0.65 per share in
the business year 2008/2009.

Our dividend discount model is based on the assumptions of the DCF model regarding the
capitalization interest rate. Expected dividends from the initial point for valuation and are ascertained
from growth of annual results, return on equity and payout quota. In the process we assumed an
increase of currently €1.00 for a dividend of €1.40 per share in terminal value from the business year
2015/2016E onward. We continue the increase of dividends at 2 percent p.a. in the terminal value.
Equity value in the amount of EUR 38.75 is composed of the cash value of dividends in the detailed
planning phase for business years 2009/2010E until 2014/2015E (EUR 5.79) as well as the cash value
of dividends in the terminal value (EUR 32.96). A fair value per share is arrived at in the amount of
38.75 resp. upward potential of rounded 11.6 percent.
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Disclaimer
BUY
ACCUMULATE

HOLD

REDUCE
SELL

On a basis of our prognoses the stock should have a
performance of at least 20% in the following 12 months.
On a basis of our prognoses the stock should have a
performance of between 10% and 20% in the following 12
months.
On a basis of our prognoses the stock should have a
performance of between minus 10% and plus 10% in the
following 12 months.
On a basis of our prognoses the stock should have an
underperformance of between minus 10% and minus 20%.
On a basis of our prognoses the stock should have an
underperformance of at least minus 20%

Additional Disclosure
DR. KALLIWODA | RESEARCH prepared this analysis on the basis of broadly accessible
sources, which are regarded as reliable. We work as precisely as possible. We cannot however
guarantee for the balance, precision, correctness and wholeness of the information and opinions.
This study does not replace personal advice. This study is not regarded as invitation to the
purchase or sale of the installation-instruments discussed in this study. Therefore, DR.
KALLIWODA | RESEARCH advises to turn to your bank-advisor or trustees before an
investment-disposition.
In the United Kingdom this document is only intended for distribution to persons described in
Section 11(3) of the Financial Services Act 1986 (Investments Advertisements) (Exemptions)
Order 1996 (in the latest amended version), and may not be passed on either directly nor
indirectly to another group of persons. Neither this document nor a copy thereof may be sent or
taken to or distributed in the United States of America, Canada or Japan or their territories or
possessions nor may it be distributed to a US person as defined by the terms of the US Securities
Act 1933 or to persons resident in Canada or Japan. Distribution of this document in other
jurisdictations may be limited by law and persons in possession of this document should inform
themselves of any restrictions and comply with these. Any failure to comply with these restrictions
may represent a breach of a current securities act.
DR. KALLIWODA | RESEARCH as well as co-workers may hold positions in any securities
mentioned in this study or in connected investments and may increase or sell their holdings in
these securities or connected investments.
Possible conflicts of interest
Neither DR. KALLIWODA | RESEARCH nor any affiliated company
a)
hold an interest of 1 percent or more of the equity capital of the company being covered in
this report;
b)
were involved in an emission of investments that is object of this study;
c)
hold a net-sale position of the shares of the analyzed business of at least 1 percent of the share
capital;
d)
have serviced the analyzed investments based on any contract with the emitter on the
stock exchange or in the market.
There is a contractual relationship only with the business of hotel.de AG and DR. KALLIWODA |
RESEARCH for the preparation of research studies.
Through the assumption of this document, the reader / recipient accepts the obligations in these
disclaimers.
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DISCLAIMER
The information and opinions in this analysis were prepared by DR. KALLIWODA |
RESEARCH GmbH. The information herein is believed by DR. KALLIWODA |
RESEARCH GmbH to be reliable and has been obtained from public sources believed to
be reliable. With the exception of information about DR. KALLIWODA | RESEARCH
GmbH, DR. KALLIWODA | RESEARCH GmbH makes no representation as to the
accuracy or completeness of such information.
Opinions, estimates and projections in this report constitute the current judgement of the
author as of the date of this analysis. They do not necessarily reflect the opinions,
projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate, except if research on the subject company is withdrawn. Prices and availability
of financial instruments also are subject to change without notice. This report is provided
for informational purposes only. It is not to be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy in any jurisdiction. The financial instruments discussed in this
report may not be suitable for all investors and investors must make their own investment
decision using their own independent advisors as they believe necessary and based upon
their specific financial situations and investment objectives. If a financial instrument is
denominated in a currency other than an investor´s currency, a change in exchange rates
may adversely affect the price or value of, or the income derived from, the financial
instrument, and such investor effectively assumes currency risk. In addition, income from
an investment may fluctuate and the price or value of financial instruments described in
this report, either directly or indirectly, may rise or fall. Furthermore, past performance is
not necessarily indicative or future results.
This report may not be reproduced, distributed or published by any person for any
purpose without DR. KALLIWODA | RESEARCH GmbH´s prior written consent. Please
cite source when quoting.
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