
  
 

 

 Equity Company Note 

See page 9 for full disclosures and analyst certification 
Banca IMI is Specialist to Avio  

 

 

 

▪ 1H18 results. Avio’s 1H18A revenues, operating profit and net profit beat our forecasts 
overall. The net cash position at EUR 21.7M and the order backlog were in line with our 
assumptions. Management also confirmed its stated 2018 guidance. 

▪ Outlook and estimates. Based on the announced 1H18 results and the recent business 
developments, we raised our 2018E-20E top-line forecasts by 3.6%, 6.7% and 8.9%, 
respectively, mainly to reflect the increased development activity expected for the Vega C 
project, particularly in 2019E, and for the Ariane 6 project in 2020E. Despite the higher top 
line, we reduced our EBITDA margin forecasts by 20bps, 50bps and 70bps in 2018E, 2019E 
and 2020E, respectively, to factor in a different sales mix as a result of the increased 
weighting of Vega vs. Ariane revenue and of development activity vs. production activity. We 
expect the impact of the different sales mix to be partially offset by the better fixed costs 
absorption, underpinned by the top-line growth and the manufacturing scale economies 
related to new P120, which will be the common first stage engine for the new generation of 
Vega and Ariane launchers. We improved our 2018E-20E net cash forecasts by EUR 6M, EUR 
4.8M and EUR 7M, respectively, mainly to factor in the slightly better operating results in 
absolute terms. We left unchanged our 3Y cumulated capex expenses at EUR 90M while we 
reduced the impact on 2018E (EUR -5M vs. our previous forecast), shifting it to 2019E.  

▪ Valuation. Based on our peers’ comparison analysis and our updated group estimates, we 
confirm our target price for Avio at EUR 16.6/share. This valuation is also supported by our 
DCF model, which we used as a cross-check to our peers’ valuation. We calculated a WACC of 
8.75% based on our risk-free rate and market risk premium assumptions of 3% and 5.75%, 
respectively, and we assume a perpetuity growth factor at 0.5% to reflect on the one hand, the 
long-term characteristics of space industry projects and, on the other, the cyclicality of the 
production process. Given the stock price upside of around 36%, we confirm our BUY rating 
on the stock. 

▪ Key risks. Potential downside/business risks for Avio, in our view, are: 1) rising pricing pressure 
competition from main competitors, both in the Ariane and Vega programmes in the long run; 2) 
potential changes in European Space policy; 3) potential disruption to revenue prospects related to 
launch failures; 4) a limited number of major long-term programmes; and 5) a potential progressive 
reduction of advance payment systems in the industry. 
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Avio - Key estimates and data
Y/E December 2017A 2018E 2019E 2020E
Revenues EUR M 343.8 365.5 380.5 396.3
EBITDA EUR M 39.26 40.98 42.79 44.56
EBIT EUR M 25.02 26.94 27.79 28.53
Net Income EUR M 18.19 22.77 24.58 25.28
Dividend ord. EUR 0.38 0.48 0.51 0.53
Adj. EPS EUR 0.96 0.98 1.01 1.00
EV/EBITDA x 8.0 7.2 7.0 6.6
Adj. P/E x 13.6 12.5 12.1 12.3
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1H18A Results 

Overall, 1H18A revenue, operating profit and net profit beat our forecasts. The net cash position 
at EUR 21.7M and the order backlog were in line with our assumptions. Management also 
confirmed its previous 2018 guidance during the conference call.  

For comparison purposes in the table below we report pro-forma 1H17A figures as if the 
Space2-Avio merger was already in place before its effective date (10 April 2017). 

The key points of 1H18A results were the following:  

▪ 1H18A net revenues grew by 20.4% yoy, driven by both the Vega production and 
development activities (EUR 87.8M vs. EUR 64.5M in 1H17); by contrast, the Ariane business 
remained quite stable at EUR 81M vs. EUR 77.8M. The production activity generated revenue 
for EUR 105.3M with a slight decline vs. EUR 111.1M in 1H17A while development revenue 
almost doubled to EUR 72.8M vs. EUR 36.8M in 1H117A, mainly thanks to the advancement 
of the P120C project (which is the engine for the next generation launchers, Ariane 6 and 
Vega C), the testing of the Z40 (the Vega C second stage engine) and the advancement of the 
SSMS (Small Satellite Mission Service, which is a solution for multiple launches of small 
satellites for which the ‘proof of concept’ flight is planned for 2019) and of the Space Rider 
projects (launch, orbiting and re-entry); 

▪ 1H18A reported EBITDA rose by 29.3% yoy (EUR 14.5M vs. EUR 11.2M in 1H17PF), with 
an increase of 50bps in the EBITDA margin as the better fixed costs absorption more than 
offset the impact of a different sales mix characterised by a higher weighting of the Vega 
project vs. Ariane and of the development activity vs. production activity. We also note that in 
1H18 the consolidated EBITDA benefited from a EUR 1.2M R&D tax credit relative to 2017. 
We recall that the tax credit is based on a decree which compares the increase in R&D annual 
costs over 2017-20 vs. 2012-14 avg. (27 May 2015 decree of the Ministry of Economic 
Development). The 1H18A reported EBIT increased to EUR 7.7M vs. EUR 4.3M in 1H17, also 
benefiting from the termination in 2017 of the amortisation of the Vega maiden flight’s 
(2012) R&D expenses. We would also highlight that 1H18A EBITDA adjustments for non-
recurring items declined to EUR 1.6M vs. EUR 4M in 1H17, mainly thanks to the absence of 
corporate transaction costs for the stock market listing sustained in 2017; 

▪ Below the EBIT line, 1H18 net financial charges declined sharply vs. 1H17 (EUR 0.2M vs. 
EUR 3.1M). On this front, we highlight that: 1) at end-June 2018 the group’s gross debt 
amounted to EUR 40M, represented by a 7Y BEI financing at a fixed rate of 0.9; 2) following 
the Space 2-Avio business combination completed in April 2017, the group received a cash 
injection of EUR 67.7M; 3) in the second part of 2017, Avio repaid in advance its revolving 
credit facilities for a total amount close to EUR 100M, whose cost was much higher than the 
new BEI financing. All these debt structure optimisation actions contributed to a significant 
decline in the net financial charges booked in 1H18;  

▪ FY17A consolidated net income increased to EUR 5.9M vs. EUR 1.7M in 1H17, thanks to 
the better operating performance and the lower net interest charges; 

▪ Net cash at end-June 2018 amounted to EUR 21.7M vs. EUR 41.7M at 31 December 
2017, mainly due to the dividend distribution of EUR 10M in May 2018 (EUR 0.38/share) and 
a seasonal absorption of NWC of EUR 15.1M. 1H18 capital expenditure was quite low (EUR 
6.4M) compared with our full-year forecast of EUR 30M; management nonetheless confirmed 
that investments are targeted to accelerate significantly in 2H18;  

▪ The order backlog at 30 June 2018 was EUR 962M, broadly stable compared to 31 
December 2017 (EUR 952M), with an order inflow of EUR 188.2M (EUR 522M in the whole 
2017), mainly attributable to the Ariane 5 production batch PC (2019-2021) covering the last 
8-10 flight units and the order from MBDA of the ASTER-30 booster production for the 2019-
22 period. In our understanding, approx. one-third of the current order backlog is represented 
by development orders with the remaining part made up of the production of Vega, Vega C 
and Ariane 5.  

Better than expected 1H18 
results 

Revenues 

EBITDA 

Net cash  

Order backlog 
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Avio – 1H18A results  
EUR M 1H17PF FY17PF 1H18A 1H18E 1H18C 1H A/E % 1H A/C % 1H yoy % 

Revenue (net of 
pass-through) 

148.6 343.8 178.8 172.3 NA 3.80 NA 20.40 

EBITDA 11.2 39.2 14.5 13.1 NA 10.80 NA 29.30 

EBITDA % 7.60 11.40 8.10 7.60 NA 
 

NA - 
Adj. EBITDA 15.2 46.5 16.1 15.1 NA 6.70 NA 5.90 

Adj. EBITDA% 10.20 13.50 9.00 8.80 NA - NA - 
EBIT 4.3 25 7.7 6.3 NA 22.20 NA 78.50 

EBIT % 2.90 7.30 4.30 3.60 NA - NA - 

Adj. EBIT 10.3 32.3 9.3 8.3 NA 12.40 NA -9.90 
Adj. EBIT% 6.90 9.40 5.20 4.80 NA - NA - 

Net Income 1.7 18.2 5.9 5.6 NA 6.90 NA 242.80 
 
 

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

The key points to emerge during the results conference call and recent investors’ meetings with 
management were the following:  

▪ The company confirmed its previous 2018 guidance: 1) revenue of EUR 345-365M with a 
stable EBITDA margin vs. 2017; 2) lower non-recurring costs compared to the EUR 7.3M 
posted in 2017; and 3) an end-2018 order backlog in the EUR 700-775M range;  

▪ Management specified that: 1) the 2018 EBITDA guidance includes the positive impact of the 
tax credit on the group’s R&D expenses for approx. EUR 6M, as it is expected to represent a 
component of the group’s accounts for the 2018-23 period; 2) non-recurring costs should 
decline in 2018 and should mainly relate to advisory and legal fees for the due diligence on 
possible acquisitions and the integration costs related to the purchase of the minorities (30%) 
of ELV; 

▪ Management also flagged a significant reduction in net interest charges from 2018 onwards 
thanks to the debt structure optimisation completed in October 2017;  

▪ The company said that the end-2018 order backlog guidance (EUR 700-775M), does not 
include the potential impact of the ongoing negotiation for the Ariane 6 flights, for which 
new contracts are expected to materialise during 2019. Management also highlighted that the 
current order backlog grants a full top-line visibility over the next three years;  

▪ The net cash position is seen broadly stable in 2018 vs. the EUR 41.7M posted in 31 
December 2017, as the decline registered in the first six months should be recovered in the 
second half also thanks to the cash-in of some milestone payments in August 2018. For 2018, 
management flagged capex at a stable level vs. 2017 (EUR 29M), which should mainly relate 
to the P120 and Z40 development activities and the construction of new production and 
development facilities;  

▪ The dividend payout policy of 25-50%, is expected to be maintained over the next few 
years;  

▪ As for external growth, our feeling is that acquisitions are unlikely to materialise in the short 
term although management reaffirmed its commitment to consider both horizontal and vertical 
integrations should any opportunities be detected. In our understanding, the focus would 
preferably be on small-size deals.  

Estimates revision 

Based on the announced 1H18 results and the recent business developments, we revised our 
2018E-19E forecasts as shown in the table below: 

Avio – Estimates revision (2018-20E) 

  2018E 2019E 2020E 

 EUR M New  Old Chg% New  Old Chg% New  Old Chg% 

Sales 365.5 352.8 3.6 380.5 356.7 6.7 396.3 363.8 8.9 

EBITDA 41.0 40.2 1.8 42.8 41.9 2.1 44.6 43.3 3.0 
% margin 11.2 11.4 

 
11.2 11.7 

 
11.2 11.9 

 
Adj. EBITDA 44.0 45.2 -2.8 44.8 43.9 2.0 45.6 44.3 2.9 
% margin 12.0 12.8 

 
11.8 12.3 

 
11.5 12.2 

 
EBIT 26.9 26.2 2.8 27.8 27.2 2.4 28.5 28.0 1.9 

% margin 7.4 7.4 
 

7.3 7.6 
 

7.2 7.7 
 

Adj. EBIT 29.9 31.2 -4.0 29.8 29.2 2.2 29.5 29.0 1.9 

% margin 8.2 8.8 
 

7.8 8.2 7.6 7.5 8.0 7.6 
Net Income 22.8 22.6 0.8 24.6 23.5 4.6 25.3 24.3 4.2 

Adj. Net Profit 25.8 27.6 -6.6 26.6 25.5 4.3 26.3 25.3 4.0 
 

E: estimates; Source: Intesa Sanpaolo Research estimates 

 

 

2018 guidance confirmed 
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We raised our 2018E-20E top-line forecasts by 3.6%, 6.7% and 8.9%, respectively, mainly to 
reflect the increased development activity expected for the Vega C project, particularly in 2019E, 
and for the Ariane 6 project in 2020E. Despite the higher top line, we reduced our EBITDA 
margin forecasts by 20bps, 50bps and 70bps in 2018E, 2019E and 2020E, respectively, to factor 
in a different sales mix as a result of the increased weighting of Vega vs. Ariane revenue and of 
development activity vs. production activity. We expect the impact from the different sales mix 
to be partially offset by the better fixed costs absorption underpinned by the top line growth 
and by the manufacturing scale economies related to new P120, which will be the common first 
stage engine for the new generation of Vega and Ariane launchers. We note that management 
should take the opportunity to extract efficiencies in the Vega production given its relative full 
control.  

In terms of the net cash position, despite the decline to EUR 21.7M in 1H18, we improved our 
2018E-20E net cash forecasts by EUR 6M, EUR 4.8M and EUR 7M, respectively, mainly to factor 
in the slightly better operating results in absolute terms. We left unchanged our 3Y cumulated 
capex expenses at EUR 90M while we reduced the impact on 2018E (EUR -5M vs. our previous 
forecast), shifting it to 2019E. In our understanding, the main investments should relate to the 
further expansion of the production capacity for the new P120 engine currently under 
development and the new engine testing sites in Sardinia and Kourou. 

 

Raising our 2018E-20E top-
line forecasts; lowering our 
margin assumptions  

Net cash position 
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Valuation 

We believe that a peers’ comparison, based mainly on EV/EBITDA, EV/EBIT and P/E multiples is 
the most appropriate valuation approach for Avio. We also highlight that given the long-term 
projects pertaining to the space industry, we consider a DCF model as a suitable cross-check 
methodology. 

The valuation of space companies is not an easy task, as most of them are not listed. In addition, 
space operations usually only represent a portion of the activities operated by the main 
aerospace and defence players, or alternatively are run in joint venture between different 
players. Due to the scarcity of listed, pure space industry players, we selected our peers’ sample, 
including both space propulsion specialists, such as Aerojet Rocketdyne, and diversified players 
operating in the Aerospace & Defence industry, which nonetheless are exposed to the space 
sector. 

Peers comparison 

We highlight the following issues in our valuation methodology:  

▪ In addition to the stated P&L account, Avio provides some figures for EBITDA, EBIT and net 
income adjusted for non-recurring items. In our multiples comparison approach, we use the 
group’s adjusted operating figures to obtain a meaningful comparison between Avio and its 
peers;  

▪ In calculating our target price, we used a fully diluted number of Avio ordinary shares (27.2M) 
as the 800,000 Sponsor Warrants appear to be ‘in the money’ based on our company 
valuation. Avio’s Sponsor warrants are not listed, have been assigned to Space Holding and 
can be exercised at a price of EUR 13/share and at a ratio of 1:1; 

▪ In our 2018E-20E P&L forecasts, we included a positive impact of approx. EUR 6M/year 
attributable to the tax credit based on a decree which compares the increase of R&D annual 
costs over 2017-20 to the average of 2012-14 (27 May 2015 decree of the Ministry of 
Economic Development). According to management, this impact should continue until at least 
2023; however, as it is not certain if it will persist thereafter we conservatively set our Avio 
valuation incorporating only one-half of the estimated tax credit.  

In the table below, we show Avio’s peers’ market multiples: 

Avio – Peers market multiples (2018E-19E) 

 
Price  Curr. Mkt. Cap. EV/EBITDA EV/EBIT P/E 

x 
  

(M) 2018E 2019E 2018E 2019E 2018E 2019E 

Northrop Grumman 309.1 USD 53,813 15.2 13.0 18.6 16.5 18.3 16.3 
Aerojet Rocketdyne 31.0 USD 2,347 9.5 8.7 12.9 11.4 26.1 22.7 

Boeing 367.5 USD 211,114 15.2 13.7 17.9 15.8 25.1 20.9 
Lockheed 336.8 USD 95,900 12.8 11.9 19.1 17.6 19.8 17.4 

Moog 79.2 USD 2,837 11.2 9.1 15.9 12.2 29.3 15.4 

Airbus 99.0 EUR 76,061 8.4 6.8 12.2 9.2 22.7 17.3 
Safran 109.4 EUR 47,807 13.7 12.0 17.9 15.1 23.0 18.9 

Thales 111.9 EUR 23,605 11.9 10.0 15.1 12.6 21.1 16.4 
Leonardo  10.1 EUR 5,660 5.2 4.8 12.1 8.3 15.1 10.4 

Avio* 12.0 EUR 327 6.5 6.5 9.6 9.8 12.7 12.3 

Median ex-Avio 
   

11.9 10.0 15.9 12.6 22.7 17.3 
Avio disc.(-)/pr.(+) % 

   
-45 -35 -39 -22 -44 -29 

 

Priced at market close on 10/10/2018; Source: FactSet and *Intesa Sanpaolo Research estimates 
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To set a fair value for Avio, we applied the median 2018E and 2019E EV/EBITDA, EV/EBIT and 
P/E peers’ multiples to our estimates for Avio and we confirm a fair value for Avio of EUR 
16.6/share as the arithmetic average of the obtained values. 

DCF model 

We also used a DCF model as a simple cross-check to our peers’ valuation. We calculated a 
WACC of 8.75% based on our risk-free rate and market risk premium assumptions of 3% and 
5.75%, respectively, and we assume a perpetuity growth factor at 0.5% to reflect on the one 
hand, the long-term characteristics of space industry projects and, on the other, the cyclicality of 
the production process.  

Avio - DCF valuation  

DCF Valuation  
 

PV of FOpCF 18E-22E 89.9 

Perpetual growth rate (%) 0.5 
Terminal value 499.1 

PV of terminal value 322.0 
EV 412 

Net debt(+)/cash(-) -41.7 

Equity value 442.5 
Number of shares fully diluted (M) 27.2 

Capital Increase from Warrant Exercise (M) 10.6 
Equity value post warrant exercise 453.1 

Fair value/Share (EUR) 16.7 

Vs. market price (%) 38 
 

Source: Intesa Sanpaolo Research estimates 

 

Based on the above-specified assumptions and a fully diluted number of shares, our DCF model 
returns a fair value for Avio at EUR 16.7/share, which looks consistent with the peers’ multiples 
methodology. 

Conclusions 

Based on our peers’ comparison analysis and our updated group estimates, we confirm our 
target price for Avio at EUR 16.6/share, a valuation which is also supported by our DCF 
model. Given the stock price upside of around 36%, we confirm our BUY rating on the 
stock. 

 

BUY rating and TP at EUR 
16.6/share confirmed  
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Avio - 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
BUY Ord 16.6 Ord 12.22 58.8 AVI.MIAerospace & Defence
Values per share (EUR) 2016A 2017A 2018E 2019E 2020E
No. ordinary shares (M) 15.00 26.36 26.36 26.36 26.36
No. NC saving/preferred shares (M) 0.00 0.00 0.00 0.00 0.00
Total no. of shares (M) 15.00 26.36 26.36 26.36 26.36
Market cap (EUR M) 167.39 344.10 322.11 322.11 322.11
Adj. EPS 1.12 0.96 0.98 1.01 1.00
CFPS 1.1 1.4 1.5 1.6 1.6
BVPS 20.1 9.1 9.5 10.0 10.5
Dividend ord 0 0.38 0.48 0.51 0.53
Dividend SAV Nc 0 0 0 0 0

1 1 1 1 1
  

Income statement (EUR M) 2016A 2017A 2018E 2019E 2020E
Revenues 292.0 343.8 365.5 380.5 396.3
EBITDA 26.94 39.26 40.98 42.79 44.56
EBIT 13.21 25.02 26.94 27.79 28.53
Pre-tax income 6.26 21.45 26.24 27.09 27.83
Net income 1.34 18.19 22.77 24.58 25.28
Adj. net income 16.80 25.39 25.77 26.58 26.28  

Cash flow (EUR M) 2016A 2017A 2018E 2019E 2020E
Net income before minorities 3.1 21.8 24.3 26.1 26.8
Depreciation and provisions 13.7 14.2 14.0 15.0 16.0
Others/Uses of funds -5.2 47.7 4.0 0.5 4.0
Change in working capital 28.2 5.2 -2.1 1.2 -5.6
Operating cash flow 39.9 88.9 40.3 42.8 41.2
Capital expenditure -24.5 -28.6 -30.0 -34.0 -25.0
Financial investments 0 0 0 0 0
Acquisitions and disposals 0 0 0 0 0
Free cash flow 15.4 60.3 10.3 8.8 16.2
Dividends 0 0 10.0 11.1 12.0
Equity changes & Other non-operating items 0 0 0 0 0
Net cash flow 15.4 60.3 20.3 19.9 28.3  

Balance sheet (EUR M) 2016A 2017A 2018E 2019E 2020E
Net capital employed 336.1 208.3 226.4 244.1 258.7
of which associates 0 0 0 0 0
Net debt/-cash 18.6 -41.7 -41.9 -39.6 -43.8
Minorities 8.4 12.0 13.5 15.0 16.5
Net equity 301.7 239.9 251.5 264.1 277.0
Minorities value 8.4 12.0 13.5 15.0 16.5
Enterprise value 194.4 314.4 293.7 297.5 294.8  

Stock market ratios (x) 2016A 2017A 2018E 2019E 2020E
Adj. P/E 10.0 13.6 12.5 12.1 12.3
P/CFPS 9.9 9.6 8.4 7.8 7.5
P/BVPS 0.55 1.4 1.3 1.2 1.2
Payout (%) 0 55 55 55 55
Dividend yield (% ord) 0 2.9 3.9 4.2 4.3
FCF yield (%) 9.2 17.5 3.2 2.7 5.0
EV/sales 0.67 0.91 0.80 0.78 0.74
EV/EBITDA 7.2 8.0 7.2 7.0 6.6
EV/EBIT 14.7 12.6 10.9 10.7 10.3
EV/CE 0.58 1.5 1.3 1.2 1.1
D/EBITDA 0.69 Neg. Neg. Neg. Neg.
D/EBIT 1.4 Neg. Neg. Neg. Neg.  

Profitability & financial ratios (%) 2016A 2017A 2018E 2019E 2020E
EBITDA margin 9.2 11.4 11.2 11.2 11.2
EBIT margin 4.5 7.3 7.4 7.3 7.2
Tax rate 49.8 NM 7.5 3.8 3.8
Net income margin 0.5 5.3 6.2 6.5 6.4
ROCE 3.9 12.0 11.9 11.4 11.0
ROE 0.4 6.7 9.3 9.5 9.3
Interest cover 1.9 16.0 38.5 39.8 40.6
Debt/equity ratio 6.0 -16.6 -15.8 -14.2 -14.9  

Growth (%) 2017A 2018E 2019E 2020E
Sales 17.7 6.3 4.1 4.2
EBITDA 45.7 4.4 4.4 4.1
EBIT 89.4 7.7 3.2 2.7
Pre-tax income NM 22.3 3.3 2.7
Net income NM 25.2 7.9 2.9
Adj. net income 51.1 1.5 3.1 -1.1  
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3. Some of the analysts named in the document are members of AIAF 

4. The analysts named in this document are not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Banca IMI 
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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 
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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 
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 
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Date Rating TP Mkt Price
23-Mar-18 BUY 16.6 13.640000000.00

http://www.group.intesasanpaolo.com/scriptIsir0/si09/studi/eng_archivio_racc_equity.jsp
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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 
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 Avio in the next three months 

2 One or more of the companies of the Intesa Sanpaolo Banking Group are one of the main financial lenders to Avio and its parent and 
group companies 

3 Banca IMI acts as  Specialist relative to securities issued by Avio 

http://www.group.intesasanpaolo.com/scriptIsir0/si09/governance/eng_wp_governance.jsp
https://www.bancaimi.com/en/bancaimi/chisiamo/documentazione/normative
http://www.group.intesasanpaolo.com/scriptIsir0/si09/studi/eng_archivio_conflitti.jsp
http://www.group.intesasanpaolo.com/scriptIsir0/si09/studi/eng_archivio_conflitti.jsp
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Equity Research   
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Technical Analysis   
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Research Clearing & Production   
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Bruce Marshall +39 02 8794 9816 robert.marshall@intesasanpaolo.com 
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Banca IMI SpA – Head of Global Markets Sales: Bernardo Bailo 

Institutional Sales   
Catherine d'Aragon +39 02 7261 5929 catherine.daragon@bancaimi.com 
Carlo Cavalieri +39 02 7261 2722 carlo.cavalieri@bancaimi.com 
Stefan Gess +39 02 7261 5927 stefan.gess@bancaimi.com 
Francesca Guadagni +39 02 7261 5817 francesca.guadagni@bancaimi.com 
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Daniela Stucchi +39 02 7261 5708 daniela.stucchi@bancaimi.com 
Marco Tinessa +39 02 7261 2158 marco.tinessa@bancaimi.com 
Mark Wilson +39 02 7261 2758 mark.wilson@bancaimi.com 
   
Corporate Broking   
Carlo Castellari +39 02 7261 2122 carlo.castellari@bancaimi.com 
Laura Spinella +39 02 7261 5782 laura.spinella@bancaimi.com 
   
Sales Trading   
Lorenzo Pennati  +39 02 7261 5647 lorenzo.pennati@bancaimi.com 
Alessandro Bevacqua +39 02 7261 2904 alessandro.bevacqua@bancaimi.com 
   
Equity Derivatives Institutional Sales   
Emanuele Manini +39 02 7261 5936 emanuele.manini@bancaimi.com 
Matteo Buratti +39 02 7261 5335 matteo.buratti@bancaimi.com 
Francesca Dizione +39 02 7261 2759 francesca.dizione@bancaimi.com 
Enrico Ferrari +39 02 7261 2806 enrico.ferrari@bancaimi.com 
Alessandro Monti +44 207 894 2412 alessandro.monti@bancaimi.com 
Umberto De Paoli +44 207 894 2456 umberto.depaoli@bancaimi.com 
 

 
Banca IMI SpA – Head of Market Hub: Gherardo Lenti Capoduri 

E-commerce Distribution   

Alessandra Minghetti +39 02 7261 2973 alessandra.minghetti@bancaimi.com 
Alessia Galluccio +39 02 7261 2339 alessia.galluccio@bancaimi.com 
Umberto Menconi  +39 02 7261 5492 umberto.menconi@bancaimi.com   
Filippo Besozzi +39 02 7261 5922 filippo.besozzi@bancaimi.com 
Lawrence Peirson (London Office) +44 207 894 2476 lawrence.peirson@bancaimi.com 
   
Brokerage & Execution   
Carmine Calamello +39 02 7261 2194 carmine.calamello@bancaimi.com 
   
Platform Service   
Sergio Francolini +39 02 7261 5859 sergio.francolini@bancaimi.com 
 

 
Banca IMI Securities Corp. 

US Institutional Sales   

Barbara Leonardi +1 212 326 1232 barbara.leonardi@bancaimi.com 
Greg Principe +1 212 326 1233 greg.principe@bancaimi.com 
 

 

 

Banca IMI SpA 

Largo Mattioli, 3 
20121 Milan, Italy 
Tel: +39 02 7261 1 

Banca IMI  
Securities Corp. 

1 William Street 
10004 New York, NY, USA 
Tel: (1) 212 326 1100 

Banca IMI  
London Branch 

90 Queen Street 
London EC4N 1SA, UK 
Tel +44 207 894 2600 
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