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Sound growth 

 2/Outperform rating – Target price raised to EUR4.6 
We confirm our 2/Outperform rating on Amplifon and raise our target 
price to EUR4.6 (vs. EUR4.4 prev.) on the back of our upward revision 
in 2010-12E EPS of 5.5% on average. We like Amplifon for the 
following reasons: 1) external growth opportunities are set to 
materialise shortly; 2) operating leverage and restructuring potential is 
there to be exploited; 3) good organic growth is underpinned by a new 
retail approach; and 4) improving market conditions in the hearing aid 
sector, which is highly under-penetrated and shows sound growth. 

 New acquisitions to come: the main catalyst 
Strong cash generation (2010E FCF yield of 5%), low gearing (47% by 
year end) and good expertise in integrating new retail chains lead us to 
view new acquisitions positively: with fixed costs well under control, 
any new deal would boost margins. Moreover, higher country market 
share strengthens bargaining power with suppliers and provides the 
right critical mass to implement a TV ad campaign with immediate 
effect on store traffic, free trial periods and volumes sold. Assuming a 
EUR100m deal at an EV/EBITDA multiple of 9x (broadly in line with 
Amplifon's current valuation), we would derive ~10% EPS accretion.  

 Operating leverage to be accelerated 
After a long restructuring phase, Amplifon can now enjoy strong 
leverage on margins (EBITDA margin set to grow from 13.3% in 2009 
to 15% in 2010E and 16% in 2011E). Moreover, further gross margin 
gains are likely thanks to ongoing renegotiations with suppliers. 

 Appealing valuation  
We used a DCF model (WACC of 7.9% and growth of 1.3%) to 
calculate our EUR4.6 target price. Multiples are appealing: it trades at a 
2010E P/E of 19.7x and EV/EBITDA of 8.7x vs. 22x and 15x 
respectively for peers.  

 

Francesca FERRAGINA  
Research Analyst  
fferragina@cheuvreux.com  
(39) 02 80 62 83 43  

Stock data 
Market capitalisation EUR761m
Free float EUR236m
Enterprise value EUR888m
No. of shares, adjusted 198.4m
Daily volume EUR2.15m

 

Performances 
1 month 3 months 12 months

Absolute perf. 2.3% 7.5% 43.5% 
Relative perf. -1.2% 16.3% 38.9% 
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Next Event 
Q2 results due on 28 July 

 

 

Sector focus 
Sector Top Picks Fresenius SE, Sonova

 

 

Shareholders 
Holland Family 61.3%, Free Float 31.1%, Treasury 
Shares 3.5%, Newton Investment Management Ltd 
2.1%, Allianz 2.0%  

 
 
 
To 31/12 (EUR) 2009 2010E 2011E 2012E 

Sales (m) 657.0 679.2 702.2 726.6 

EBITDA (m) 87.2 102.1 112.1 121.6 

EBIT (m) 56.9 71.5 80.0 89.5 

Net att. profit, rest. (m) 26.9 38.7 47.4 54.5 

Free cash flow (m) 47.9 37.8 48.2 55.2 

Clean EPS 0.14 0.20 0.24 0.28 

Net dividend 0.03 0.06 0.07 0.14 

  2009 2010E 2011E 2012E 

P/E (x) 22.4 19.7 16.1 14.0 

EV/EBITDA (x) 8.7 8.7 7.6 6.7 

Attrib. FCF yield (%) 8.0 5.0 6.3 7.3 

Net debt/EBITDA (x) 1.7 1.2 0.7 0.3 

Yield (%) 1.0 1.6 1.8 3.6 

ROCE (%) 13.8 17.1 19.0 21.1 

EV/Capital empl. (x) 1.8 2.1 2.0 1.9  
 
 
SC  Smaller Companies 
 
 



  

  

 Company profile  

 Hearing aids retailer 
Amplifon is the world No. 1 hearing aid retailer, with ~8% market 
share. 2009 revenues totalled EUR657m (up 2.4% y-o-y; o/w 0.8% 
organic), with net profit at EUR27m. It operates more than 3,000 
retail outlets (o/w >50% corporate POS, while the rest are managed 
under franchising agreements), with ~3,000 service centres in 14 
countries. 

 Worldwide presence 
The group's main markets are Italy (29% of Q1-10 sales), North 
America (20%), France (14%), the Netherlands (12%) and the UK 
(6%). Amplifon is the No. 3 player in Germany (with ~5% market 
share and ~160 corporate shops), which is the 2nd largest private 
market worldwide. After acquiring Ultravox in 2006, it became the 
leader in the UK private market (~13% of the private hearing aids 
market). The group recently entered Belgium with the acquisition of 
Dialogue (for an EV of EUR14m). 

 Gearing of 47% by year end 2010E 
The company's strategy has three mainstays: 1) consolidate 
leadership in its main markets; 2) gain market share through external 
growth in underpenetrated areas; 3) improve its operating 
performance in US and UK. At end Q1-10, Amplifon had debt of 
EUR162m, corresponding to Net debt/EBITDA of 1.82x and gearing 
of 72%. By year end, we expect gearing to decline to 47%, i.e., 
potential fire power of ~EUR200m-250m for new acquisitions in 
countries where critical mass needs to be increased, mainly 
Germany or France. 

 The Holland Trust controls Amplifon (a ~61% stake) 
Amplifon is 61%-controlled by the holding company owned by the 
founder's family (i.e. Ampliter NV – The Holland Trust), while treasury 
stock accounts for ~3.5% of the total capital. 

 SWOT analysis 

Strengths  Weaknesses 
 Geographically diversified 

revenue base 

 Biggest retail and service 
network in the sector 

 Strong bargaining power vs. its 
suppliers 

 Good brand awareness  

  Profitability in the US and UK 
well below the group average 

 Stigmatisation of hearing aids 

 Limited reimbursement in 
certain countries 

 Direct competition from NHS 

 
   
Opportunities  Threats 

 "Public to private" reform in the 
UK National Health Service (NHS)  

 Low penetration rate 

 Acquisitions to increase critical 
mass 

 Operating leverage  
 

  Deterioration in the European 
public healthcare system 

 Vertical integration among 
suppliers 

 New US business model might 
be problematic to implement 

 Price trading down by clients  

 Valuation 
We have a 2/Outperform rating on Amplifon. 
Following our estimates upgrade, we increased 
our target price to EUR4.6 (vs. EUR4.4 prev.).  

Our WACC of 7.9% is based on a: 1) a 4.5% 
free risk rate; 2) a 4% market risk premium; 3) 
beta of 1.3; 4) growth to infinity of 1.3%, given 
the strong growth in our estimates. The terminal 
value is EUR0.7bn, which corresponds to a 
terminal EV/EBITDA of 8.4x vs. the current 8.7x. 

Amplifon trades at a 2010E P/E of 19.7x and 
EV/EBITDA of 8.7x vs. 22x and 15x, 
respectively, for peers.  

 Investment case 
Our positive stance on Amplifon is backed by 
several reasons: 

 Considerable room for new value-accretive 
acquisitions (in Germany and/or France) that 
could be finalised shortly and are easily 
financially sustainable. The group has good 
expertise in terms of integrating acquired units, 
which increases our confidence in a winning 
deal with synergies and economies of scale.  

 After a long period of restructuring, Amplifon 
now enjoys strong leverage on margins (EBITDA 
margin set to grow from 13.3% in 2009 to 15% 
in 2010E and 16% in 2011E). Moreover, further 
gross margin gains are likely thanks to ongoing 
contract renegotiations with several suppliers. 

 Amplifon's new retail approach is likely to 
underpin its organic performance and 
strengthen its competitive positioning vs. peers.  

 It operates in a highly under-penetrated 
market, and recent industry data has confirmed 
the sound and consistent sector growth of this 
non-discretionary consumer segment.  
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Summary 
2/Outperform rating confirmed – Estimates fine tuned and TP up to EUR4.6 
We have a 2/Outperform rating on Amplifon. We edged up our target price to EUR4.6 (vs. 
EUR4.4) on the back of our estimates revision (up 5.5% on average in 2010-12E). Our 
positive stance is underpinned by: 1) room for value-accretive acquisitions; 2) strong 
leverage on margins thanks to the restructuring carried out over the period 2008-09; and 
3) a new retail approach to sustain organic growth and strengthen competitive 
positioning. Further upside might come from a reform of the NHS, which could boost 
volumes and margins in the UK and from Sonus restructuring in the US. Amplifon also 
operates in a highly under-penetrated market showing sound and consistent growth. 

Solid data coming from the sector 
Recent industry data suggests that the hearing instruments market is recovering. Sales in 
Italy are strong and Europe overall is confirming sound growth. The US private market is 
showing signs of stabilisation. We believe that the hearing aids market can confirm growth 
of at least 4% p.a. sustained by high under-penetration and demographic trends. 

Three strategic pillars: consolidate, increase market share, improve performance  
Amplifon's strategy is based on: 1) consolidating leadership in its main markets by 
improving brand awareness, launching innovative flagship stores and controlling its costs; 
2) gaining market share through acquisitions in underpenetrated regions such as Germany 
and France to benefit from scale economies and reach a better profitability; 3) improving 
its performance with a broader product range, revamped stores and sales force training 
order to increase the number of client visits and the appointment-to-sales conversion rate. 

New acquisitions would be welcome 
Acquisitions could come shortly: France and Germany are two main targets. Given its 
strong cash generation, low gearing and good expertise in integrating new companies we 
would view positively a new retail network acquisition: with fixed costs well under control, 
increased scale means higher volumes, higher revenues and automatically better 
profitability. External growth also helps: 1) strengthen bargaining power; and 2) increase 
the marketing effort with TV commercials that have an immediate effect on store traffic, 
attracting people and facilitating the free trial period. We estimate that Amplifon has 
potential fire power of EUR200m-250m for an acquisition, and cautiously taking into 
account a EUR100m deal at an EV/EBITDA of 9x (broadly in line with Amplifon's current 
valuation) we derive a possible 10% EPS accretion.  

Compelling valuation  
We fine-tuned our estimates to reflect better sales and higher profitability. We expect sales 
to grow 3.4% y-o-y in 2010E to EUR680m with EBITDA of EUR102m, i.e., a 15% margin, up 
180bp vs. 2009. All in all, we raise our EPS by ca. 4% p.a. in 2010-2011E and 8.5% in 
2012E. To value Amplifon we use a DCF based on a WACC of 7.9%, which yields a target 
price of EUR4.6 (vs. EUR4.4 prev.). Multiples are appealing: Amplifon trades at a 2010 P/E of 
19.7x and EV/EBITDA of 8.7x vs. averages for peers of 22x and 15x respectively.  

AMPLIFON: MULTILPLES COMPARISON 

Rating* Target Market value EV/EBITDA (x) P/E (x) FCF yield (%)  

 price  10E 11E 12E 10E 11E 12E 10E 11E 12E 

William Demand 2/ DKK510 DKK27 384m 16.5 13.3 11.0 25.4 20.3 17.0 2.9 4.0 5.0
Sonova 1/ CHF160 CHF8 698m 16.3 13.7 11.5 21.0 17.9 15.4 4.1 4.7 5.5
Audika 2/ EUR30 EUR241m 11.1 9.5 8.4 19.2 16.5 12.8 3.5 5.3 5.6
Average    14.6 12.2 10.3 21.9 18.2 15.1 3.5 4.7 5.4
Amplifon 2/ EUR4.6 EUR761m 8.7 7.6 6.7 19.7 16.1 14.0 5.0 6.3 7.3

* 1/Selected List; 2/Outperform                                                                                                                                                                                                                         Source: CA Cheuvreux 
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I— Valuation 
We have fine-tuned our 2010-12E estimates and raised our DCF-derived target price to 
EUR4.6 (vs. EUR4.4 prev.), which implies 20% upside vs. the current market price. 
Amplifon trades at a 2010 P/E of 19.7x and EV/EBITDA of 8.7x vs. peers (Audika, 
William Demand, Sonova) trading at 22x and 15x respectively. 

 DCF valuation 
Our DCF-based target price for Amplifon stands at EUR4.6, corresponding to an equity 
value of EUR0.9bn, EV of EUR1.1bn per share and net debt of EUR150m. 

AMPLIFON: FCF AND DISCOUNTED FCF DETAILS 

(EUR m)  10E 11E 12E 13E 14E 15E 16E 17E 

Total operating FCF 45 53 59 60 72 76 80 84

Discounted free cash flow 42 45 47 45 49 48 47 46
Source: CA Cheuvreux 

In more detail, we expect: 1) FCF of EUR45m in 2010E, prior to a gradual increase thanks 
to strong operating cash generation; 2) net debt to reach EUR118m in 2010E and 
EUR82m in 2011E. 

AMPLIFON: EV AND TERMINAL VALUE MULTIPLES 

(EUR m) FCF 
growth 

Target 
value 

Percent  EV/Sales 
(x) 

EV/EBITDA 
(x) 

EV/EBITA 
(x) 

1-8 years 4.8% 367 34.5%     

Terminal value 1.3% 696 65.5%   x 2017 1.5 8.4 10.6

Enterprise value  1 064 100% x 2009 1.6 10.4 18.7
Source: CA Cheuvreux 

The terminal value account for 66% of our valuation and implies a terminal EV/EBITDA of 
8.4x vs. the current 8.7x. 

AMPLIFON: WACC DETAILS  AMPLIFON: DCF DETAILS 

  

Risk free rate 4.5%

Risk premium 4%

Beta 1.3

Cost of equity 9.7%

Gearing in market value 47%

Debt spread 1.5%

Cost of debt 6%

Tax rate 30%

WACC 7.9%

 (EUR m) DCF value 

Enterprise value 1 064 

Capital employed 1 064 

Net debt 150 

Shareholders' equity 914 

Number of shares (m) 198.4 

Value per share (EUR) 4.6 

DCF value (EUR) 4.6 

Share price (EUR) 3.8 

DCF value upside (%) 20%  
Source: CA Cheuvreux  Source: CA Cheuvreux 

Our DCF valuation runs until 2017 and is based on the following assumptions: 

 A WACC of 7.9%, based on a 9.7% average cost of equity, which we calculated 
using an unleveraged beta of 1.3. The cost of debt amounts to 6% and we assigned 
a market risk premium of 4%; 

 A 1.3% terminal growth rate. 
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AMPLIFON: MULTIPLES VALUATION 

EV/EBITDA (x) P/E (x) FCF yield (%)  Rating* Target 
price 2010E 2011E 2012E 2010E 2011E 2012E 2010E 2011E 2012E 

Hearing aid manufacturers            
William Demand 2/ DKK510 16.5 13.3 11.0 25.4 20.3 17.0 2.9 4.0 5.0
Sonova 1/ CHF160 16.3 13.7 11.5 21.0 17.9 15.4 4.1 4.7 5.5
          
Hearing aid retailers            
Audika 2/ EUR30 11.1 9.5 8.4 19.2 16.5 12.8 3.5 5.3 5.6
            

Average   14.6 12.2 10.3 21.9 18.2 15.1 3.5 4.7 5.4
Amplifon 2/ EUR4.6 8.7 7.6 6.7 19.7 16.1 14.0 5.0 6.3 7.3
1/Selected List; 2/Outperform                                                                                                                                                                                                                         Source: CA Cheuvreux 

On multiples, Amplifon looks inexpensive compared to both Audika and the sector 
average. It trades at a 2010E EV/EBITDA of 8.7x vs. 11.1x for its main direct peer Audika 
and 14.6x for the hearing aids sector.  

Amplifon has stronger cash generation with a 2010E FCF yield of 5% vs. a 3.5% average 
for peers.  

Looking at P/Es, it trades at a 2010E P/E of 19.7x, nearly in line with its historical average, 
vs. 21.9x for peers. 

AMPLIFON: HISTORICAL P/E TREND (X)  
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Superior FCF yield 
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II— Hearing aids: market update  
Recent industry data suggests that the hearing instruments market is improving, after 
the depressed period of late 2008/early 2009. Sales in Italy are strong and Continental 
Europe overall is showing sound and consistent business growth with further 
consolidation opportunities (in France and Germany). The US private market is 
showing good signs of stabilisation, while in the UK a NHS reform would be welcome. 
We expect that the hearing aid market can post growth of at least 4% p.a., sustained 
by the high under-penetration rate and demographic trends.   

The current market for hearing devices in the US and Western Europe amounts to 9m 
units (30% North America, 40% Europe, 20% Asia and 10% RoW) and is set to grow  
4-7% per year. It is driven by the ageing population, increasing noise pollution, longer life 
expectancy, new emerging markets and the current high under-penetration rate.  

HEARING AID PENETRATION RATE BY COUNTRY 
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The incidence of hearing loss in industrialised countries is above 10%, but just 20% of 
people that need a hearing aid actually wear one. There are several reasons for this low 
penetration: 1) the poor technical performance and customers' general dissatisfaction 
with devices sold, up until 1996 (when digital devices were introduced); 2) modest 
marketing investments in the past, when the sector was more medical-oriented and 
positioned as a healthcare industry, rather than a customer-oriented business; and  
3) psychological factors related to the devices. 

HEARING AID MARKET: 2009-11E CAGR 

2009-2011E CAGR: 5.5%
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A substantial and 
highly under-

penetrated market 

Several drivers to 
sustain 4-7% growth 

p.a. 
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AMPLIFON: MARKET SHARE BY COUNTRY 

 Brand Market share Position Competitors 

Italy Amplifon 41% No. 1 Maico, Audionova, Audika, Audiobel 

France Amplifon 12% No. 2 Audika, Audition Santé, 
Independents 

Netherlands BeterHoren 37% No. 1 Schoonenbeg, Specsavers 

UK & Ireland Amplifon 13% No. 2 Specsavers, Ormerods/Boots, 
Hidden Hearing 

Germany Amplifon 5% No. 3 Kind, Geers 

Spain Amplifon 12% No. 2 Gaes 

Portugal Amplifon 12% No. 3 Acustica Medica, Minisom 

Switzerland Amplifon 22% No. 1 Neurotech, Kind, Beltone 

Hungary Amplifon 13% No. 1 Geers, Demax, Medsound 

Belgium Dialogue 20% No. 2 Lapperre, Veranneman, Audinova 

US Miracle 
Ear/Sonus 

10% No. 1 Beltone, Audibel, Hear USA 

Canada Sonus 1% - Island Hearing, Forget Group 

Egypt Amplifon N/A No. 1 Independents 
Source: Amplifon 

 

AMPLIFON: DISTRIBUTION NETWORK 

(no. of stores) Brand Corporate POS Franchisees Network 
affiliates 

Amplifon 
points 

Italy Amplifon 415   2 228 

US & Canada Miracle Ear 39 1 218   

 Sonus 133  1 651 11 

 AHAC 5 47   

Netherlands BeterHoren 163   200 

France Amplifon 321    

Germany Amplifon 177    

UK & Ireland Amplifon 144    

Spain & Portugal Amplifon 117 26  260 

Switzerland Amplifon 79    

Belgium Dialogue 53 9  100 

Hungary Amplifon 21    

Egypt Amplifon 11    
Source: Amplifon 

Main characteristics and trends in each market where Amplifon operates: 

 Italy: Amplifon is a leader with 41% market share thanks to its broad network of 
415 DOS and more than 2,200 Amplifon points. The rest of the market is highly 
fragmented, with more than 300 small chains, notably Audiobel (45 stores), GAES 
(25), Audika (46), and Audionova (47). Recent Italian market data is encouraging, with 
signs of a strong recovery: Q4-09 saw 9.4% growth and 2010 started strongly with a 
9.7% increase, Amplifon outperformed the market in Q1-10 with growth of 15%.  

The hearing aid penetration rate is 12%, below the world average of 20%, i.e., there 
is considerable room for Amplifon to grow further. The Italian national health service 
guarantees full reimbursement for standard hearing aids (which on average cost 
around EUR600) for certain eligible individuals, depending on level of impairment. 
30% of Amplifon’s Italian sales come from social security reimbursement.  
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ITALIAN HEARING AID MARKET TRENDS: 2007/Q1 2010 
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 US: Amplifon is the No. 1 player with a 10% market share. Industry statistics show 
that overall growth rates dropped into negative territory in Q3 2008 and declined 
further in Q4. If we look at the private market only, we notice that the decline started 
one year earlier, in Q4-07. However, after the sharpest fall in over ten years in Q4-08, 
the US market recovered strongly, driven by an acceleration in sales to the 
Department of Veterans Affairs (VA), but more importantly by a return to positive 
growth in the private market where Amplifon is present. With a rise of 14.1%, the 
private market, for the first time since Q1-06, posted double-digit growth in Q4-09. 
There was a slowdown in Q1-10 due to unfavourable weather conditions but we 
expect a recovery in coming periods.  

US HEARING AID MARKET TRENDS: 2005/Q1 2010 
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 The UK market has started to improve, according to Amplifon. The group posted 
sales growth as of H2-09 thanks to a broader product range and lower average 
prices. The UK competitive arena remains tough, with the NHS controlling more than 
80% of the total market and four players (Specsavers, Ormerods/Boots, Hidden 
Hearing and Amplifon) competing for the remaining market. Amplifon is the No. 2 
player with 13% market share. The main volume driver remains a possible NHS 
privatisation, the timing of which is still uncertain: the new government is set to tackle 
this issue, but we believe that there are other priorities and the hearing aid reform 
could wait. 
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UK HEARING AID MARKET TRENDS: 2004/Q1 2010 
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 France: Amplifon is the second-largest player (challenging Audika) with a 12% 
market share. It is a very fragmented market (the two main players together hold 25% 
of the market) that could go through a consolidation phase.  

 

FRANCE: HEARING AID VOLUME TRENDS, 2002-2009 

(‘000) 2002 2003 2004 2005 2006 2007 2008 2009 

Volume   290  322  351   365   375   408  437   463 

% Change  11.0% 9.1% 3.8% 2.8% 8.7% 7.2% 6.0% 
Source: SNITEM + Audiology Observatory 

 

Recent growth in France was driven by the sector de-regulation started in 2007. 

FRANCE: MARKET SHARE BY PLAYER 

Audika
13%

Amplifon
12%

Audio 2000
2%

Independents 
36%

Entendre
9%

Audition Sante'
8%

Audition Mutuelle
9%

Audition Counseil
11%

 
 Source: Amplifon 
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III— Company update 
Amplifon’s strategy is based on three pillars: consolidate its leadership, gain market 
share in order to raise critical mass, and improve its operating performance. In our 
view, there is considerable potential in the US, which is in a restructuring phase 
(shifting from a B2C to a B2B model) that is likely to lead to significant margin 
improvement. 

 Gain or consolidate market shares and increase profitability 

AMPLIFON: STRATEGY BY REGION* 

 
*Bubble size corresponds to the relative size of revenues                                                                                                                                                                              Source: Amplifon 

Amplifon has segmented its markets into three strategic clusters:  

 The first cluster groups together Italy, the Netherlands, the Medical Ear chain in 
US and Switzerland; in these markets Amplifon has a good business scale with 
significant market shares. Amplifon intends to maintain and consolidate its leadership 
through a tight rein on costs, brand awareness and launching innovative flagship 
stores.  

 The second cluster consists of France, Belgium, Spain, Portugal, Germany and 
the Elite network in US. In these countries Amplifon aims to increase its market 
shares both organically and with acquisitions, to benefit from scale economies and 
achieve better profitability. The cost structure is already lean, and the only issue 
concerns volume and business size. Based on management's considerations, the 
ideal market share in each market would be at around 20%.  

 The third cluster comprises the US Sonus corporate stores network and the UK: 
both require strong improvement in performance. In the UK, Amplifon aims to further 
boost recent sales trends by leveraging on a broader product range, revamping 
stores, and sales force training to increase client visits and the appointments-to-sales 
conversion rate. In the US the aim is to further increase profitability and reorganise 
the Sonus distribution network, by replicating the successful Miracle Ear model.  

Consolidate 
leadership 

Gain market share 
with acquisitions 

Improve 
performances 
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 Focus on US restructuring  
Amplifon operates with a dual model in the US: 1) a retail model, in which it is present with 
Miracle Ear, a franchise organisation based mostly on dispensers and a single-vendor 
strategy approach; and 2) in parallel, a medical model, currently being restructured, where 
Amplifon is present through a Sonus-branded franchise organisation that operates with 
audiologists, as required by the medical approach.  

AMPLIFON: US ORGANISATION 

 

Source: Amplifon 

There is a central unit that provides support to both divisions, notably logistic purchasing 
and administration. The group recently focused on IT systems, which now enable 
complete control of sell out even if these stores are controlled by third-parties (as 
franchisees). 

Amplifon's difficulties are related to Sonus' directly-managed stores, which originally 
included 230 DOS (directly operated stores) across 10 countries: not enough critical mass 
to sustain an effective marketing investment strategy and have adequate returns. Given 
the strong profitability of the Miracle Ear business, which is based on a franchised 
network, Amplifon aims to change Sonus’ current DOS business model into franchisee 
shops. Around 70 stores have already been converted while the remainder are set to be 
gradually transformed by end 2011. The switch from a B2C to a B2B model is likely to 
lead to a revenue shortfall of around EUR30m but will ultimately result in Sonus generating 
EUR6m-8m in EBITDA (in two years) thanks to a lighter fixed cost structure. The switch to 
a franchisee system will happen in phases, based on designated market areas defined by 
TV coverage. Marketing support will be a very important strategic tool and the new store 
design be gradually introduced in all US stores. 

The Miracle Ear chain has historically posted a good margin of >15% that improved 
further thanks to the recent MEMSI renegotiation; the new contract with Siemens will last 
for 6 years (vs. 10 years before) and involves the procurement of around 120k hearing 
instruments p.a. It has a EUR5m positive impact on EBITDA p.a.  

Both a retail and a 
medical approach 

Miracle Ear: a winning 
model 
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AMPLIFON: US SALES BY BRAND 

(EUR m) 2009 2010E 2011E 

Miracle Ear    

Sales 47 49 51

EBITDA 8 13 13

EBITDA margin (%) 16.0% 25.7% 25.0%

Sonus     
Sales 43 29 28

EBITDA -7 -5 2

EBITDA margin (%) N/S N/S 7.1%

Elite network     
Sales 42 45 48

EBITDA 3 3 5

EBITDA margin (%) 8% 9% 10%

Total US sales     
Sales 132 122 127

EBITDA 4 10 20

EBITDA margin (%) 3.1% 9.1% 15.4%
Source: CA Cheuvreux 

Amplifon does not provide information for each US division, but we estimate that sales are 
evenly spread by brand. We estimate that Miracle Ear had a 16% EBITDA margin in 2009 
that is set to rise to 26% in 2010E thanks to the MEMSI contract renewal. Sonus posted a 
EUR7m EBITDA loss in 2009; in 2010 we look for EUR14m drop in sales due to the shift 
towards a B2B model and a EUR5m EBITDA loss, with an initial EUR2m positive 
contribution in 2011E. Regarding the Elite network, we expect it to improve its EBITDA 
margin gradually to 10% in 2011 thanks to constant volume growth of 5%. In all, we 
estimate EBITDA in the US of EUR11m in 2010E and EUR20m in 2011E i.e. margins of 
9.1% and 15.4% respectively.  

In our view, the US margin could match the current Continental European level (18.4% in 
2009) in 2013E. While the Sonus reorganisation is not likely to be easy to implement, its 
pace is tightly correlated to the success of first conversions, which might attract 
entrepreneurs to adopt the new model, creating a sort of snowball effect that could 
accelerate the transformation. 2010 is set to be a transition year for the group, but by 
drawing up a best case scenario and anticipating the margin we currently forecast for 
2013 by one year, we derive EUR2m in additional EBITDA in 2012 or around 3% potential 
upside at EPS level. 

 Focus on UK: the potential upside 
Amplifon acquired Ultravox in 2006 for an EV of EUR82m (the biggest transaction in the 
company’s history). At that time Ultravox generated sales of EUR82m and its EBITDA 
margin was in the range of 2-4%.  

The public and private hearing aid markets in the UK both started declining at the end of 
2008, impacted by the economic crisis. The strong volume decline sharply affected 
Ultravox’s already poor profitability (reported losses of EUR7m in 2008 and EUR5m in 
2009). Following, significant cost restructuring, we expect it to nearly reach breakeven in 
2010 on the back of 8% sales recovery. 

We believe that is too early to think of a NHS privatisation (complete or partial). It makes 
more sense to look at volume-EBITDA sensitivity in the region. The current lean cost 
structure leads us to expect that each 100bp increase in sales could translate into a 50bp 
impact on EBITDA, as shown in the table below. 

Sonus: from B2C to 
B2B 

US EBITDA margin 
of 18% in 2013E 
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AMPLIFON: VOLUME-EBITDA SENSITIVITY IN UK 

(EUR m) 2009A 2010E 2010E 
Scenario 1 

2010E 
Scenario 2 

2010E
Scenario 3 

Sales 36.4 39.3 41.3 41.7 42.1 

Growth/add. growth  8.0% 5% 6% 7% 

EBITDA -5.1 0.0 1.03 1.25 1.47 

EBITDA margin (%) -14.0% 0.0% 2.5% 3.0% 3.5% 
Source: CA Cheuvreux 

We do not believe that UK profitability can reach the Continental European level in the 
short term given the presence of the NHS (which provides hearing instruments for free) 
and the high price pressure from Specsavers. 

There are rumours of a gradual NHS privatisation over a two-year period and relating to a 
max. 50% of the market. Hearing aids would continue to be sold by the NHS while 
liberalisation would occur for service, which for Amplifon we value at EUR300 per client. If 
this privatisation takes place, it would result in additional sales for Amplifon of  
EUR39m-52m and 25-40% additional net profit.   

AMPLIFON: POTENTIAL IMPACT FROM NHS PRIVATISATION 

(EUR m, %)  Potential 
additional sales 

Potential 
additional EBIT 

EPS impact 

Annual public market volume 
(Q1-09/Q1-10) 

875 000    

Average selling price EUR300    

Total public market worth 262 500    

     

Amplifon potential market share ~15% ~39 ~18 ~25% 

Amplifon potential market share ~20% ~52 ~32.5 ~40% 
Source: CA Cheuvreux 

 

 Retail network renewal: a new Amplifon experience  
Amplifon is a consumer specialty retailer of medical devices, and, in this business, there 
has to be a balance between the retail and medical aspects. The group's new store 
concept tries to reconcile these two aspects: create a space that can help customers feel 
at ease, and not just be part of a medical and technical decision. 

The new store format was designed over two years and has been tested in Italy, France, 
Holland, Uk, Hungary and Spain. Conversion to the new format will be gradual and, based 
on management expectations, is set to take five years and involve EUR20m-25m in 
refurbishment capex per year. The results from the initial conversions are positive, with 
sales up an average 20% after the refurbishment.  

Amplifon refurbished 87 of its 1,500 DOS during 2009 and by end 2010, the total number 
of stores renewed is set to stand at 275-280, i.e. less than 20% of the total number of 
DOS. Assuming that these 20% renewed stores generate 15% of Amplifon's consolidated 
sales and post sales that are 20% higher than non-revamped stores, we derive 3% 
additional organic growth on a 12-month basis, which underpins our estimates of 2% and 
2.7% consolidated organic growth for 2010E and 2011E, respectively. 

UK profitability set to 
remain limited 

A 20% increase in 
sales per sq. m after 

store renewal… 

 …a good boost for 
organic growth 
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AMPLIFON "NEW EXPERIENCE"CONCEPT  AMPLIFON NEW STORE FORMAT 

 

 

Source: Amplifon   Source: Amplifon 
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IV— Acquisitions: a key theme in 2010 
We would view a new retail network acquisition as positive, given Amplifon's 
substantial cash generation (5% 2010E FCF yield), low gearing (47% 2010E), shrewd 
working capital management and good expertise in external growth. The target 
countries are, in order of priority, Germany and France. After thorough restructuring, 
Amplifon now has an extremely lean fixed cost base and increasing its market share is 
the only way to raise volumes and automatically improve its profitability. 
 

Amplifon generates substantial cash (EUR69m in 2010E or 10% of its sales and an 5% 
FCF yield) that guarantees good room for new acquisitions. We consider acquisitions as a 
winning choice for Amplifon, as they allow the group to: 1) diversify its geographical 
revenues base and reduce the risk of operating in a single market; 2) strengthen its 
bargaining power with hearing device manufacturers; 3) achieve economies of scale; and 
4) increase marketing efforts on the back of higher market share and broader country 
presence that will enable it to invest in TV advertising campaign and have an immediate 
effect on store traffic, attracting people and facilitating the free trial period.  

According to management, Amplifon is not interested in vertical integration options, the 
only external growth opportunity that it considers attractive is network expansion via 
acquiring other retailer specialists. With fixed costs now well under control, increased 
scale means higher volumes, higher revenues and thus wider margins. 

AMPLIFON: DEBT STRUCTURE 

(EUR m) 2009A 2010E 2011E 2012E 

Shareholders' equity 219.2 251.3 287.1 327.4

Net debt 149.7 118.5 81.9 40.9

Gearing (%) 68% 47% 29% 12%

Net debt/EBITDA (x) 1.7 1.2 0.7 0.3 

Cash flow 57.2 69.3 79.5 86.6 

FCF yield (%) 8% 5% 6.3% 7.3% 
Source: CA Cheuvreux  

Debt covenants have been set at Net debt/equity below 1.5x and Net debt/EBITDA over 
3.5x, which would imply a potential EUR200m-250m war chest. 

Management considers the following regions as attractive in terms of external growth: 
Germany (4% market share), Spain (14%), Portugal (14%) and France (12%). Mature 
markets where Amplifon is not present could also be interesting, notably Australia. India 
and China are also on the agenda, but in a long-term perspective. 

In our view, the most interesting countries are Germany and France, in that order. 

Amplifon acquired 23 regional companies in Germany as of 2006, and has spent the past 
two years merging all these entities and placing all the shops under the same brand. 
Amplifon also implemented new IT infrastructure recently (fully operational as of February 
2010) and the group is now ready to compete aggressively against local players, in order 
to achieve better organic growth and to further expand, as the unit need to be at least 
twice as big as the current business, so as to have the right critical mass. 

The German market is highly fragmented. The main player is Kind, a family-run company 
with ~12% market share, but it is not up for sale at the moment. The second-largest 
player is Geers, with a 7% market share. This group was recently (February 2010) 
acquired by HAL, which has its own retail chain with a 4% market share. We believe that 
Amplifon could pick small/medium chains with 5-60 stores each, which could be easily 
financially sustainable and easier to integrate under the Amplifon brand and structure.  

German market: 
prepared to grow 

further 

Vertical integration is 
excluded 

Several reasons to 
expand its retail 

network 

 
A highly fragmented 

market: good 
consolidation 
opportunities 
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AMPLIFON: GERMAN MARKET STRUCTURE 

Type Number of 
players 

Company Category (by 
no. of stores) 

Number of 
stores 

% share of 
total stores 

446 
408 Major players 3 

Kind 
Geers/Horgut 

Amplifon 
Over 60 

180 

26.40% 

Medium-sized chains 10  30-59 407 10.2% 

Regional chains 9  10-29 153 3.7% 

Small regional chains 43  5-9 266 6.6% 

Local mini-chains 145  2-4 425 10.5% 

Individuals & Optic-
Acousticians 

1 190  1 1 695 42.6% 

Total ~1 400   ~4 000 100% 
Source: Amplifon 

With regard to France Amplifon expanded strongly through acquisitions in this region in 
2006 (more than 80 entities acquired) while 2007-2009 was spent harmonising banners 
and image in its network of more than 320 shops. The main priority for 2010 is resuming 
its acquisition programme by leveraging on the integration know-how acquired. Given that 
French No. 1 Audika has a market cap. of ~EUR240m, a potential tie up might not be 
such an unrealistic idea: Amplifon's management has indicated on several occasions that 
there is a limited overlap in terms of store presence, but Audika's multiples are considered 
too expensive as it trades at an EV/EBITDA of 11x vs. 8.7x for Amplifon. However, as is 
the case for Germany, we believe that in France a couple of small deals is a more likely 
scenario than a major acquisition.  

When Amplifon's acquisition drive in France started, the priority was to grow rapidly and 
externally in order to take part in the beginning of market consolidation. Amplifon rapidly 
acquired more than 80 companies in order to build critical mass and reach a level of 
market share that allowed the group to be the market leader. The method was to keep the 
former owners and original structures and to have an exclusive otolaryngology-based 
strategy: a medical approach using local brands. This structure implied very high local 
independence with a decentralised IT system. In sum, Amplifon France was a patchwork 
of many legal entities at that date. Massive integration of all these entities started in 2007 
and is now completed. The network of 320 stores is now organised in areas and districts 
with dedicated area managers to be close to each store; there is a central head office, 
accountancy and marketing team for all these stores. The IT system has been unified and 
a control system introduced in order to monitor, in real time, the profitability and efficiency 
of each store. All the stores now have a uniform brand image with the same banner, logo 
and shop window display.  

All these measures generated significant initial results in 2009, when Amplifon France 
generated volume growth of more than 4%. This was the best organic growth reported in 
the past five years and a result that led Amplifon to outperform its main peer.  

Amplifon's main priority now is to increase its market share from the current 12%. This is 
likely to be achieved in two ways: 1) organically, by leveraging on its network platform and 
introducing a new and stricter approach vis-à-vis insurance companies; and 2) externally, 
as it is not present in several large France departments, and because 60% of the market 
is made up of small independents, which leaves significant room for acquisitions. 

Renewed acquisitions 
drive in France 

Amplifon France 
in 2006: a patchwork 

of different legal 
entities 
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We tried to quantify the impact of a EUR30m-100m deal. Based on EV/EBITDA multiples 
of 9x (more or less in line with Amplifon's current valuation) we derive 3-10% EPS 
accretion. Gearing is likely to remain sustainable: based on a deal fully financed with debt, 
it would rise from the currently expected 47% without acquisitions to 88% with a 
EUR100m deal. 

AMPLIFON: ACQUISITIONS SCENARIO 

Acquisition size (EUR m) 

EUR30m EUR50m EUR75m EUR100m 

EV/EBITDA multiple (x) 9x 9x 9x 9x

Additional EBITDA 3.3 5.6 8.3 11.1

Additional net profit 1.1 1.8 2.7 3.6

EPS impact (%) 2.9% 4.9% 7.3% 9.8%

Gearing (%) 59.9% 67.9% 77.9% 87.9%

Net debt/EBITDA (x) 1.4 1.6 1.7    1.9 
Source: CA Cheuvreux 

Estimated 
acquisitions impact 

on debt and EPS 
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V— Our 2010-2012 estimates 
We have fine-tuned our 2010-12E estimates to reflect the better sales performance 
and thus higher profitability. We expect sales to grow 3.4% y-o-y in 2010E to ca. 
EUR680m, with EUR102m in EBITDA, i.e., a 15% margin, up 180bp vs. 2009. All in all, 
we raise our EPS by ca. 4% p.a. for 2010-2011E and by 8.5% for 2012E. 

 Estimates revision 

AMPLIFON: OUR ESTIMATES REVISIONS, 2010-2012E  

 New estimates Previous estimates 

(EUR m) 2009A 2010E 2011E 2012E 2010E 2011E 2012E 

Sales 657.0 679.2 702.2 726.6 674.6 695.9 716.7 

EBITDA 87.2 102.1 112.2 121.7 98.5 109.1 115.0 

EBITDA margin (%) 13.3% 15.0% 16.0% 16.7% 14.6% 15.7% 16.0% 

EBIT 56.9 71.5 80.0 89.5 67.9 77 82.9 

Net profit 26.9 38.7 47.4 54.5 37.3 45.4 50.2 

EPS (EUR) 0.14 0.19 0.24 0.27       

EPS revision - 3.7% 4.4% 8.5%       
Source: CA Cheuvreux

We raise our 2010E-2012E estimates on the back of better expected sales and a 
consequently higher profitability. We now look for sales up 3.4% in 2010E (vs. 2.7% 
prev.), and 3.5% p.a. in 2011-2012E (vs. 3% prev.), and an EBITDA margin gain to 15% in 
2010E (vs. 14.6% prev.) and 16% in 2011E (vs. 15.7% prev.). All in all we raise our  
2010-11E net profit by 4% p.a. and that for 2012E by 8.5%. 

Our 2010 sales growth estimate of 3.4% implies good growth in all the main markets: 

 We expect Italy to post a 6% increase backed by a positive return on the TV 
campaign that is set to continue throughout 2010 and have a positive impact on 
trials; the region posted 15% organic growth in Q1 and, based on company 
indications, Q2 got off to an even stronger start than Q1. The trials portfolio was up 
30% in May;  

 In France, we expect sales to grow 2.5%. In this market, we believe that the two-
fold medical/mass-market approach will continue to sustain the organic 
performance;  

 We expect a 3.5% increase in sales in the Netherlands, where Amplifon aims to 
consolidate its current leadership position by increasing market penetration through 
lowering the average age of customers with new marketing efforts;  

 In Germany, we look for sales up 3%. After the regulatory problems in 2009, the 
start to 2010 was also poor due to the changes in the IT system, but we expect a 
good recovery in the next few quarters due to the initial results of effective integration 
of the existing network;  

 In the UK, there may be good news on a favourable reform of NHS now that the 
general election is over, but in the meantime we expect a strong volume recovery 
thanks to Amplifon's new strategy, which is based on a broader offer with a slightly 
lower price. We expect 8% sales growth;  

 In the US, we expect a 8% decline in sales due to the shift from a B2C to B2B 
model at Sonus. 

 

Excellent trials 
portfolio in Italy lead 

us to anticipate a 
strong Q2 

Estimates raised 
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AMPLIFON: SALES TRENDS BY REGION 

(EUR m) 2008A 2009A 2010E 2011E 

Italy 192.4 194.1 205.7 214.0

% Change, y-o-y 2.6% 0.9% 6.0% 4.0%

France 90.2 93.1 95.4 97.8

% Change, y-o-y 4.0% 3.2% 2.5% 2.5%

Netherlands 85.2 85.9 88.1 90.3

% Change, y-o-y 8% 1% 3% 3%

Germany 41.9 40.5 41.7 42.5

% Change, y-o-y 18% -3% 3% 2%

Spain & Portugal 30.9 31.3 31.6 32.5

% Change, y-o-y 14% 1% 1% 3%

Switzerland 27.8 30.7 32.5 33.5

% Change, y-o-y 8% 10% 6% 3%

Hungary 3.8 3.1 3.2 3.3

% Change, y-o-y 48% -19% 3% 5%

UK 44.5 36.4 39.3 41.7

% Change, y-o-y -38% -18% 8% 6%

USA/Canada 124.3 132.4 122.2 127.1

% Change, y-o-y -18% 6% -8% 4%

Egypt 1.1 1.4 1.5 1.6

% Change, y-o-y 49% 23% 5% 5%
Source: CA Cheuvreux

The top-line trends are set to lead to EUR102m in EBITDA, up 17% vs. 2009, i.e. a 15% 
margin, up an estimated 180bp underpinned by operating leverage and boosted by 
EUR5m in additional EBITDA thanks to the MEMSI contract renewal in US.  

AMPLIFON: SALES AND EBITDA BY REGION 

(EUR m) 2008A 2009A 2010E 2011E 2012E 

Continental Europe      

Sales 472.3 487.1 515.8 531.9 548.6

% Change, y-o-y  3.1% 5.9% 3.1% 3.1%

EBITDA 78.6 88.3 92.8 89.6 94.9

EBITDA margin (%) 16.6% 18.1% 18.0% 16.8% 17.3%

US       

Sales 124.3 132.4 122.2 127.1 132.1

% Change, y-o-y  6.5% -7.7% 4.0% 4.0%

EBITDA 2.2 3.8 10.2 20.1 22.1

EBITDA margin (%) 1.8% 2.9% 8.4% 15.8% 16.7%

UK       

Sales 44.5 36.4 39.3 41.7 44.2

% Change, y-o-y  -18.2% 8.0% 6.0% 6.0%

EBITDA -6.6 -5.1 -1 2.5 2.7

EBITDA margin (%) N/S N/S -2.5% 6.0% 6.0%
Source: CA Cheuvreux
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AMPLIFON: 2009-2012E ESTIMATES 

(EUR m) 2009 2010E 2011E 2012E 

Sales 657.0 679.2 702.2 726.6

% Change, y-o-y 2.4% 3.4% 3.4% 3.5%

EBITDA 87.2 102.1 112.2 121.7

% Change, y-o-y 22.7% 17.1% 9.9% 8.5%

EBITDA margin (%) 13.3% 15.0% 16.0% 16.7%

EBIT 56.9 71.5 80.0 89.5

% Change, y-o-y 36% 26% 12% 12%

EBIT margin (%) 8.7% 10.5% 11.4% 12.3%

Financial charges (13.6) (11.0) (7.1) (5.7)

Profit before tax 43.3 60.5 72.9 83.8

Tax (16.3) (21.8) (25.5) (29.3)

Tax rate (%) 26% 36% 35% 35%

Net profit 26.9 38.7 47.4 54.5

Net margin (%) 4.1% 5.7% 6.7% 7.5%
Source: CA Cheuvreux 

Below the EBITDA line, we expect D&A to remain nearly flat at EUR31m. EBIT is set to 
total EUR71.5m (up 26% y-o-y) and we expect financial charges to decrease to EUR11m 
(vs. EUR14m in 2009) on the back of a lower average cost of debt and lower net financial 
position. The tax rate is set to increase to 36% (vs. 26% in 2009), due to tax benefits that 
are set to come to an end. All in all, we anticipate net profit of EUR39m, up 44% vs. 2009. 

AMPLIFON: NET DEBT DETAILS  

(EUR m) 2009 2010E 2011E 2012E 

Net debt, beg. of the year                 190.6                 149.7                 118.5                   81.9

Cash flow 57.2 69.3 79.5 86.6

Change in WCR 13.0 (1.5) (1.3) (1.4)

Capex (22.3) (30.0) (30.0) (30.0)

Rights issue - - - -

Dividends - (6.5) (11.6) (14.2)

Other (7.0) - - -

Net debt, year-end 149.7 118.5 81.9 40.9

Source: CA Cheuvreux 

We fine tuned our net debt estimate, to reflect higher capex given the faster pace of the 
store renewal programme: we now look for investment of EUR30m (vs. EUR25m prev.), 
o/w EUR23m-24m for store refurbishment/maintenance and the remainder for IT systems.  

We expect gearing to decline to 47% by end 2010E and to reach 29% at end 2011E; our 
estimates do not take into account any acquisitions. 

AMPLIFON: DEBT-EQUITY STRUCTURE 

(EUR m) 2009 2010E 2011E 2012E 

Shareholders' equity 219.2 251.3 287.1 327.4

Minority interests 0.0 0.0 0.0 0.0

Net debt  (149.7) (118.5) (81.9) (40.9)

Gearing (%) 68% 47% 29% 12%
Source: CA Cheuvreux 

Looking at Amplifon's debt maturities, we note that it is able to meet all its banking 
obligation up to 2011 using its current cash generation. 

44% net profit 
growth in 2010E 
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 Forex exposure 
Amplifon has limited sensitivity to fluctuations in the USD (~20% of 2009 sales and 4% of 
EBITDA) and GBP (6% of sales; EBITDA loss). For example, with a 10% USD depreciation, 
Amplifon would lose <1% of EBITDA. We note that this is only a translation effect (which 
has no impact on margins, as all costs are USD and GBP denominated). In addition, the 
USD180m private bond placement was fully hedged from 2006. 
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VI— Appendix  
Hearing aids are medical devices in both Europe and the US, thus the production, sale 
and fitting processes are subject to specific regulatory environments. Reimbursement 
differs from market to market and involves both public and private insurance.  

REGULATORY ENVIRONMENT IN AMPLIFON'S MAIN MARKETS 

Source: Amplifon 

 

HEARING AIDS SECTOR: INDUSTRY VALUE CHAIN 

Source: Amplifon 
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The retail business, in which Amplifon operates, is the largest segment in the industry. The 
service component is crucial because: 1) the performance of the hearing aids depends on 
technical features and them being personalised to customers' needs; 2) it is not possible 
to separate out the fitting and sale of the hearing aids; and 3) product selection is highly 
dependent on the sales force. There is limited manufacturer brand awareness among end 
users and the major suppliers' products are highly comparable and interchangeable, 
hence there is significant power in the hands of retail chains. 

AMPLIFON: GLOBAL PRESENCE 

 

Source:  Amplifon 

 

AMPLIFON: A MULTI-CHANNEL MARKETING APPROACH 

         Source: Amplifon 
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Cheuvreux Tool Kit 

Our DCF Valuation 

Technical Analysis & Derivatives 

Environmental, Social & Governance Issues 
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Our DCF Valuation 
 
WACC  

Risk-free rate 4.5%

Risk premium 4.0%

Beta 1.30

Cost of equity 9.7%

Gearing in market value 47.0%

Credit spread 1.5%

Cost of debt 6.0%

Tax rate 30.0%

WACC 7.9%  

IMPLICIT BETA AND WACC AT THE CURRENT SHARE PRICE 

Implicit Beta 1.68

Implicit WACC 9.0%

  

  

  

  

  

  

  
 

DCF SUMMARY 

(EUR m) 2009 2010E 2011E 2012E 2013E 2014E 2015E 2016E 2017E 

EBITDA 87 102 112 122 127 134 140 146 153

Tax on EBITA (15) (26) (28) (31) (33) (36) (38) (40) (42)

Change in WCR 13 (2) (1) (1) (4) (1) (1) (1) (2)

Capex (22) (30) (30) (30) (30) (25) (25) (25) (25)

Financial investments 0 0 0 0 0 0 0 0 0

Disposals 0 0 0 0 0 0 0 0 0

Operating FCF 63 45 53 59 60 72 76 80 84

Discounted free cash flow 0 42 45 47 45 49 48 47 46
 

 

(EUR m) FCF growth DCF value % EV x/EBITDA x/EBITA 

Years 1-8 +4.8% 367 34.5%  

Terminal value +1.3% 696 65.5% 8.4 10.6

Enterprise value 1 064 100.0% 10.4 18.7
 

DCF VALUE 

Enterprise value 1 064

Financial assets and associates 0

Pension provisions 0

Other provisions 0

Net financial debt (150)

Minority interests 0

Dilution 0

Shareholders' equity 914

/ Number of Shares (m) 198.40

/ Potential number of new shares (m) 0.00

Per Share, fully diluted (EUR) 4.61

Last Price (EUR) 3.84
 

SENSITIVITY OF OUR VALUATION TO CHANGES IN THE WACC/ DISCOUNT RATE AND IN GROWTH TO INFINITY 

(EUR) Discount rate or WACC (%) 
  7.4 7.9 8.4

0.8 4.8 4.4 4.0
1.3 5.1 4.6 4.2

Growth rate  to infinity 
(%) 

1.8 5.5 4.9 4.5
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Technical Analysis 

 Technical Analysis      

Main conclusions COULD MOVE TOWARDS THE EUR4.50-4.65 TARGET WINDON 

The share is trading within an 
uptrend channel. The progress is  
making higher highs and higher 
lows a common pattern during a 
bull campaign.  
The pullback bounced up from the 
channel’s support and the long-
term moving averages offering a 
buy opportunity. 
As long as the share holds above 
the long-term average at 
EUR3.20, we expect the share to 
move towards the resistance level 
of the uptrend channel within 
EUR4.50-4.65 target window.  

  

Edouard GARRANA 
Technical Analyst 
egarrana@cheuvreux.com 
(33) 1 41 89 73 42 
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 Source: Thomson Reuters 
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Environmental, Social & Governance Issues  

 

 CORPORATE GOVERNANCE HIGHLIGHTS  

1. What is the percentage of independent directors on the board? 43% 

2. Does the company have a combined chair/CEO? NO 

3. The board has established separate audit, nomination and remuneration committees? YES 

4. Both executive and non-executive board members own shares under a share ownership plan? NO 

5. Is there a single shareholder or shareholder group which controls a majority of the voting power of the company? YES 

6. Is the company currently under investigation for accounting irregularities? NO 

7. Can the board block potential takeovers using  a poison pill, preferred stock or a shareholder rights plan? YES 

8. Individual components of executive pay (salary, bonus, stock grants) are disclosed for key executives? YES 

9. Percentage of fixed remuneration (salary + benefits) compared to variable remuneration (bonus and long term share awards)? Not 
available 

10. Variable awards are structured according to long term performance with penalties for poor performance? NO 

11. Percentage change in CEO's total remuneration over the last 3 years:Total compensation: +/-? Not 
available 

12. Do all common or ordinary equity shares have one-share, one-vote, with no restrictions? YES 

Source: CA Cheuvreux 

 

 CORPORATE GOVERNANCE ANALYSIS 
Amplifon is controlled by The Holland Trust (Holland family), which currently holds 61% of the share capital. The board of directors is 
comprised of seven directors, one of whom is an executive and three are independent. The chairman and deputy chairman represent the core 
shareholder.  
This level of control effectively reduces all other shareholders to minority status with little control to alter the company’s governance structure 
without the support of the controlling shareholder. Furthermore the low level of board independence given the representation of the 
controlling shareholder means that the interests of minority investors may not be sufficiently protected. 
Individual components of remuneration (salary and bonus) are disclosed for key directors. In particular, the CEO's compensation includes a 
variable element of 50% of fixed salary linked to the attainment of previously agreed specific objectives discussed and approved by the 
compensation committee. Variable compensation for all the other employees is correlated to performance in order to focus on the 
achievement of specific targets. Different for each role, it is linked to objectives set at the beginning of the year, both qualitative/individual and 
quantitative/business targets, such as sales, EBITDA, free cash flow etc. According to the employee’s position, it can be between 5% and 
35% of fixed salary. 
There is no evidence of any poison pills or shareholder rights plans that could be used to diminish the rights of minority shareholders in the 
event of a takeover. However, any takeover attempt would require the support of the major shareholder. 

 

 ENVIRONMENT AND SOCIAL ISSUES 
1 Labour & Human Capital: Rate of new job creations in recent years? Proportion attributable to external growth vs. organic growth? Projected 

trend in headcount for the next few years? Company's track record in managing headcount reduction plans? Shortage of qualified personnel for 
some positions? Hiring and retention policy? Jobs with difficult working conditions: employee turnover? Health and Safety performance? Does 
turnover limit the quality of services to customers? 

Analysis for Amplifon 
Amplifon cut 159 jobs in 2008 and created 197 new positions in 2009, mainly due to organic growth. There are no problems of a shortage of 
qualified personnel as Amplifon is particularly focused on the training of the audioprosthesists, audiologists and hearing instrument specialists 
and managers. With regard to the audioprosthesists, learning and training projects are constantly organised in order to develop the right skills to 
offer excellence service to customers. Each country organises detailed training programmes including not only product information and updating 
on the latest testing and prosthesisation techniques but also sales training (communication and the service culture) and specific study of the 
psychology of the hard of hearing and elderly.  
Amplifon has an internal exchange programme mainly directed at executives and managers, which makes it possible to optimise the allocation of 
human resources, to propose opportunities for growth and professional development, to foster intercultural exchange and take best advantage of 
skills where they are needed. In contrast audioprosthesists meet with greater obstacles to an international career, due to the difficulty of 
obtaining recognition for their qualification in another country and the language differences, in a profession where language itself is a 
fundamental professional tool. However, they have opportunities to change their role in sales (for example, as Area Managers) or by taking other 
positions in head offices.  
There is no information on the company's policy for recruiting and no disclosure of any figures on the composition of its human resources (by 
age, contract type, gender, salary, etc). 
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2 What is the policy on healthcare access? 
Analysis for Amplifon 
The average price point of Amplifon used to be higher than for competitors, the price premium is attributable to superior service and the high quality 
of its products, which make its products less accessible to low-income people.  
On the other hand, the company is involved in providing access to hearing solutions: Amplifon supports several social projects and initiatives aimed 
at raising the public’s awareness of hearing loss.  
Among the more significant projects managed by the A. Charles Holland Foundation and supported and sponsored by Amplifon in partnership with 
other entities, “Sentire meglio insieme” (‘Better Hearing Together’) is an initiative that aims to improve listening quality in public places such as 
theatres, cinemas, churches and places usually inaccessible to those who have difficulty hearing over background noise.  
In the US The Miracle-Ear Children’s Foundation serves and supports children with hearing loss. The purpose is to provide no-cost hearing aids and 
hearing support services to children whose families have incomes that are significantly low and who are unable to afford the high cost of quality 
hearing instruments. As each child’s hearing challenges are unique, all applications for service and support are considered on an individual basis.  
In Switzerland, Amplifon has launched the Hear-it school initiative, in which Amplifon experts visit schools to teach the children everything they need 
to know about hearing, how it works, how to take care of it and what to do to prevent damage or accidents. From the beginning of the programme up 
to December 2009 more than 200 lessons were held involving more than 6,000 children. 

 
3 Product Performance : Is sustainability taken into account in the Products, Technologies or Services the company delivers to its customers? Has 

it carried out a Life Cycle Analysis? Does the group have a "Green" or "Eco-friendly" product range? If so, what percentage of sales is generated 
by these products? What are growth prospects in this area? 

Analysis for Amplifon 
Amplifon is not a manufacturer of hearing aids, but as a retailer acquires the best in class products offered by its suppliers, and offers a wide range of 
high-quality products.  
As a player on the hearing aid sector, it also participates in providing the best solution to clients. Amplifon has developed a method (Amplifit) for 
diagnosing and selecting the solution to problems of hypoacusis, which involves a hearing test using real-life situations. The method was developed 
in collaboration with university centres in Europe and the United States and has taken into account the latest findings in psychoacoustics. Through 
this approach, Amplifon supports innovation to improve hearing losses solution. 
The company thus works closely with doctors and founded the Amplifon Centre for Research and Studies to promote basic and clinical research and 
to disseminate advances and new developments in audiology and otology. The CRS is directed by an independent Scientific Committee (experts of 
the scientific community).They provide scientific and technical advice and identify, on an annual basis, the initiatives to be implemented.  
In order to develop knowledge in hearing aid, the group also supports interaction between clients and professionals. It provides actualised 
information about technologies, trends, and evolution of patients' needs. It addresses ENT specialists, hearing-aid specialists, speech therapists and 
all those who are involved in the treatment of hearing deficiencies. 
In line with its intention to offer the best solutions to its clients, Amplifon offers a complete line of related services and follow up: the company offers 
free hearing tests and a trial period before the client buys the hearing system. 
In conclusion, the company clearly has no environmental and social reporting but seems to play an important social role and participates in some 
interesting initiatives. 
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Amplifon 
FY to 31/12 (Euro m) 2004 2005 2006 2007 2008 2009 2010E 2011E 2012E

Profit & Loss Account    
Sales 492.5 554.5 615.6 670.2 641.4 657.0 679.2 702.2 726.6
% Change 11.1% 12.6% 11.0% 8.9% -4.3% 2.4% 3.4% 3.4% 3.5%
Staff costs (126.9) (143.4) (167.5) (183.2) (181.3) (186.2) (187.2) (188.1) (191.0)
Other costs (289.4) (314.6) (341.0) (393.8) (389.1) (383.6) (389.9) (402.0) (414.0)
EBITDA 76.2 96.5 107.1 93.2 71.0 87.2 102.1 112.1 121.6
% Change 26.4% 26.6% 11.0% -13.0% -23.8% 22.8% 17.1% 9.8% 8.5%
Depreciation (19.3) (20.7) (25.5) (33.7) (29.3) (30.3) (30.6) (32.1) (32.1)
EBITA 56.9 75.8 81.6 59.5 41.7 56.9 71.5 80.0 89.5
% Change 22.3% 33.2% 7.7% -27.1% -29.9% 36.5% 25.7% 11.9% 11.9%
Goodwill amortisation before OP (4.0) (3.0) (2.0) (1.0) 0.0 0.0 0.0 0.0 0.0
Goodwill amortisation [impairment test] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non recurring operational items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
EBIT 52.9 72.8 79.6 58.5 41.7 56.9 71.5 80.0 89.5
Net financial items (5.0) (4.1) (4.1) (16.3) (17.7) (13.6) (11.0) (7.1) (5.7)
Non recurring financial items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other exceptional items (0.4) 0.1 0.1 (16.9) (29.4) 0.0 0.0 0.0 0.0
Tax (17.5) 0.9 (22.9) (9.7) (12.2) (16.3) (21.8) (25.5) (29.3)
Associates [contribution] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Discontinuing activities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Goodwill amortisation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net profit [loss] before minorities 30.0 69.8 49.8 15.6 (17.5) 26.9 38.7 47.4 54.5
Dividend to preferred shares 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Minorities 0.0 0.0 (0.2) (0.1) (0.3) 0.0 0.0 0.0 0.0
Net attributable profit [loss] 30.0 69.8 49.6 15.5 (17.8) 26.9 38.7 47.4 54.5
Restatement [impairment test] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Adj. for exceptional items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net attrib. profit [loss], restated 34.0 72.8 51.6 16.5 (17.8) 26.9 38.7 47.4 54.5
% Change 43.6% 114.1% -29.1% -68.0%  NS  NS 43.9% 22.5% 15.0%
Cash Flow Statement    
Cash flow 49.3 90.4 75.1 49.2 11.5 57.2 69.3 79.5 86.6
% Change 23.3% 83.4% -16.9% -34.5% -76.6%  NS 21.2% 14.7% 8.9%
Change in WCR 0.0 13.8 (9.1) 9.6 33.4 13.0 (1.5) (1.3) (1.4)
Capex (51.4) (15.6) (162.1) (25.4) (21.3) (22.3) (30.0) (30.0) (30.0)
o/w Growth capex 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net cash flow (2.1) 88.6 (96.1) 33.4 23.6 47.9 37.8 48.2 55.2
Financial investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net buyback of treasury shares 0.0 (5.2) (7.4) (47.6) 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dividend paid (3.5) (47.4) (5.9) (6.9) (7.9) 0.0 (6.5) (11.6) (14.2)
Capital increase 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other cash flow (33.5) (36.5) (5.4) (15.7) 34.3 (7.0) 0.0 0.0 0.0
Dec. [inc.] in net debt (39.1) (0.5) (114.8) (36.8) 50.0 40.9 31.3 36.6 41.0
Balance Sheet    
Shareholders' equity [group share] 154.1 228.2 266.0 222.3 184.2 219.2 251.3 287.1 327.4
Minority interests 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pension provisions 13.2 8.7 9.8 8.4 9.1 8.0 8.4 8.9 9.6
Other provisions 9.7 59.1 54.0 45.8 53.6 55.7 58.5 61.5 64.5
Net debt [cash] 88.4 88.9 203.8 240.7 190.6 149.7 118.5 81.9 40.9
Gearing [%] 57.4 39.0 76.6 108.3 103.5 68.3 47.2 28.5 12.5
Capital invested 265.4 384.9 533.6 517.2 437.5 432.6 436.7 439.4 442.4
Goodwill 129.2 173.6 265.8 280.1 240.6 249.9 254.9 260.0 265.2
Intangible assets 27.0 43.9 90.9 70.8 65.9 68.2 71.6 75.2 78.9
Tangible assets (4.2) 0.5 56.5 66.3 61.7 58.2 52.4 45.1 37.7
Financial assets 15.5 82.7 27.4 16.4 19.0 19.1 19.1 19.1 19.1
Associates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Working capital requirement 97.9 84.1 93.2 83.6 50.2 37.2 38.7 40.0 41.4
WCR as a % of sales 19.9 15.2 15.1 12.5 7.8 5.7 5.7 5.7 5.7
Capital employed 265.4 384.8 533.8 517.2 437.4 432.6 436.7 439.4 442.3
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Amplifon 
FY to 31/12 (Euro) 2004 2005 2006 2007 2008 2009 2010E 2011E 2012E

Per Share Data (at 15/6/2010)    
EPS before goodwill 0.17 0.37 0.26 0.08 (0.09) 0.14 0.20 0.24 0.28
% Change 42.1% 114.0% -29.1% -68.2%  NS  NS 43.4% 22.6% 15.1%
EPS, reported 0.15 0.35 0.25 0.08 (0.09) 0.14 0.20 0.24 0.28
% Change 133.8% 132.2% -28.9% -68.9%  NS  NS 43.4% 22.6% 15.1%
     
Goodwill per share 0.02 0.02 0.01 0.01 0.00 0.00 0.00 0.00 0.00
Dividend per share 0.24 0.03 0.04 0.04 0.00 0.03 0.06 0.07 0.14
Cash flow per share 0.25 0.46 0.38 0.25 0.06 0.29 0.35 0.40 0.44
% Change 22.1% 83.5% -17.1% -34.3% -76.7%  NS 21.2% 14.9% 8.7%
Book value per share 0.5 1.1 1.3 1.1 0.9 1.1 1.2 1.4 1.5
    
No. of shares, adjusted 197.700 197.700 197.900 197.900 198.400 198.400 198.400 198.400 198.400
Av. number of shares, adjusted 197.700 197.700 197.900 197.900 198.400 198.400 198.400 198.400 198.400
Treasury stock, adjusted 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
Share Price [Adjusted]             
Latest price 4.08 5.70 6.40 3.47 0.83 3.04 3.84 3.84 3.84
High 4.25 6.25 8.50 7.29 3.65 3.32 4.30 - -
Low 2.15 3.70 5.32 3.40 0.61 0.75 2.86 - -
Average price 2.87 5.02 6.62 6.11 1.99 2.18 3.60 - -
    
Market capitalisation 806.5 1 126.8 1 266.4 686.6 164.3 602.1 761.4 761.4 761.4
Enterprise value 908.1 1 224.4 1 480.0 935.7 364.0 759.8 888.3 852.2 811.9
Valuation    
P/E 26.9 16.1 25.5 44.3 NS 22.4 19.7 16.1 14.0
P/E before goodwill 23.7 15.5 24.6 41.6 NS 22.4 19.7 16.1 14.0
P/CF 16.4 12.5 16.9 14.0 14.3 10.5 11.0 9.6 8.8
Attrib. FCF yield [%] NS 7.9 NS 4.9 14.4 8.0 5.0 6.3 7.3
P/BV 7.6 5.1 4.9 3.2 0.9 2.8 3.2 2.8 2.5
Enterprise value / Op CE 3.6 4.1 2.9 1.9 0.9 1.8 2.1 2.0 1.9
Yield [%] 5.9 0.5 0.6 1.2 0.0 1.0 1.6 1.8 3.6
    
EV/EBITDA, restated 11.9 12.7 13.8 10.0 5.1 8.7 8.7 7.6 6.7
EV/EBITA, restated 16.0 16.2 18.1 15.7 8.7 13.4 12.4 10.7 9.1
EV/Sales 1.84 2.21 2.40 1.40 0.57 1.2 1.3 1.2 1.1
EV/Debt-adjusted cash flow 17.3 12.9 19.0 15.8 14.8 11.3 11.6 10.1 9.0
Financial Ratios    
Interest cover 15.2 NS NS 5.7 4.0 6.4 9.3 15.8 NS
Net debt/Cash flow 1.8 1.0 2.7 4.9 16.6 2.6 1.7 1.0 0.5
EBITDA margin [%] 15.5 17.4 17.4 13.9 11.1 13.3 15.0 16.0 16.7
EBITA margin [%] 11.6 13.7 13.3 8.9 6.5 8.7 10.5 11.4 12.3
Net margin [%] 6.1 12.6 8.1 2.3 NS 4.1 5.7 6.8 7.5
Capital turn [Sales/ Op. CE] 2.0 1.8 1.2 1.3 1.5 1.6 1.6 1.7 1.7
Gearing [%] 57.4 39.0 76.6 108.3 103.5 68.3 47.2 28.5 12.5
Payout ratio [%] 158.2 8.5 16.0 51.1 0.0 22.1 30.8 29.3 51.0
Return [%]    
Pre-tax RoCE 22.8 25.1 16.1 11.9 10.0 13.8 17.1 19.0 21.1

RoCE after tax 14.4 25.4 11.0 7.3 7.4 10.2 11.0 12.4 13.7
ROE [%] 21.6 36.1 20.6 7.2 NS 13.1 16.7 18.0 18.2

Return on equity, restated 21.6 36.1 20.6 7.2 NS 13.1 16.7 18.0 18.2

 

16 June 2010 ITALY Amplifon 
   

 

31 www.cheuvreux.com 

 



  

  

Important Disclosures 

APPLICABLE DISCLOSURE CLAUSES 

Company Closing Price Rating Disclosures 

Amplifon EUR3.84 2/Outperform E 

 
A -  One or more companies in the Crédit Agricole S.A. group owned more than 1% of the total issued share capital of the Company as of the end 

of the second most recent month preceding the publication date of this report. 

B -  One or more companies in the Crédit Agricole S.A. group owned more than 5% of the total issued share capital of the Company as of the end 
of the second most recent month preceding the publication date of this report. 

C -  The Company owned more than 5% of the total issued share capital of Crédit Agricole SA as of the end of the second most recent month 
preceding the publication date of this report. 

D -  One or more companies in the Crédit Agricole S.A. group held, as of the end of the second most recent trading day, a net sales position higher 
than 1% of the total issued share capital of the Company. 

E -  The trading portfolio of one or more companies in the Crédit Agricole S.A. group contained shares of the Company as of the end of the second 
most recent trading day. 

F -  Crédit Agricole Cheuvreux and/or a company in the Crédit Agricole S.A. group is a market maker or a liquidity provider for the financial 
instruments of the Company. 

G -  Crédit Agricole CIB and/or a company in the Crédit Agricole S.A. group has been involved within the last three years in a publicly disclosed 
offer of or on financial instruments of the Company. 

H -  Crédit Agricole CIB and/or a company in the Crédit Agricole S.A. group has concluded or is party to a non confidential agreement relating to 
the provision of investment banking services (except publicly disclosed offers mentioned under G) to the Company during the past 12 months 
or that has given rise during the same period to the payment of compensation or to the promise to get a compensation paid. 

I -  This research has been communicated to the Company and following this communication, its conclusions have been amended before its 
dissemination. 

J -  A director or a board member of the Crédit Agricole S.A. group is an officer, director, or board member of the Company. 

 

SPECIFIC DISCLOSURE CLAUSES 

None 

 

CHEUVREUX'S RATING AND TARGET PRICE SYSTEM 

Ratings are built for a 6 to 12 month time horizon. 

1/Selected List Expected to outperform the market and is in our country selected list 

2/Outperform Expected to outperform the market 

3/Underperform Expected to perform at best in line with the market 

4/Sell Expected to underperform the market substantially 

No Rating or Suspended The investment rating and target price have been suspended. Such suspension is pursuant to 
Cheuvreux's policy in circumstances when Cheuvreux's parent company, Crédit Agricole CIB, is 
acting in an advisory capacity in a merger or strategic transaction involving this company or when 
Calyon or Crédit Agricole has a beneficial interest in this company and in certain other 
circumstances. 

Target price methodology Cheuvreux's target prices are derived from one or more of the following methodologies: DCF, 
SOP, peer comparison and EVA. 

Quote definitions Unless specified, all quotes that appear on Institutional research reports are closing prices the last 
business day. 
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SHARE PRICE TREND AND DATES OF CHANGES IN 
RATING AND/OR TARGET PRICE 

 DATES OF CHANGES IN  
TARGET PRICE AND/OR RATING 

   

N° Date Rating Target 
price 

1 06/05/2009  EUR1.70 

2 19/06/2009  EUR2.30 

3 09/11/2009  EUR2.70 

4 28/01/2010  EUR2.70 

5 12/03/2010 2/Outperform EUR4.10 

5

2.10

2.60

3.10

3.60

4.10

05/09 08/09 11/09 02/10 05/10

Share price Rating change Target price change

 

6 03/05/2010  EUR4.40 

 

LOCAL REGULATORY AUTHORITIES 

Country Cheuvreux legal entity Regulatory authority 

Austria Crédit Agricole Cheuvreux Zweigniederlassung Wien Finanzmarketanfsicht (FMA) 

France Crédit Agricole Cheuvreux SA Autorité des Marchés Financiers (AMF) 

Germany Crédit Agricole Cheuvreux Niederlassung Deutschland Bundesanstalt für Finanzdienstleistungsaufsicht  (Bafin) 

Greece Crédit Agricole Cheuvreux Regus Hellas SA Capital Market Commission (HCMC) 

Italy Crédit Agricole Cheuvreux – Milan Branch Commissione Nazionale per le Societa e la Borsa (Consob) 

The Netherlands Crédit Agricole Cheuvreux - Amsterdam Branch Autoriteit Financiële Markten (AFM) 

Spain Crédit Agricole Cheuvreux Espana SV SA Comisión Nacional del Mercado de Valores (CNMV) 

Sweden Crédit Agricole Cheuvreux Nordic AB Finansinspektionen 

Switzerland Crédit Agricole Cheuvreux - Zurich Branch Autorité fédérale de surveill. des marchés financiers (FINMA) 

UAE Crédit Agricole Cheuvreux - Middle East Branch Dubai Financial Services Authority (DFSA) 

United Kingdom Crédit Agricole Cheuvreux International Ltd Financial Services Authority (FSA) 

Turkey Crédit Agricole Cheuvreux Menkul Degerler A.S. Capital Markets Board (CMB) 
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RESEARCH & DISTRIBUTION CENTRES 

AUSTRIA 
CRÉDIT AGRICOLE CHEUVREUX – VIENNA BRANCH OFFICE 
5TH FLOOR, OPERNRING 3-5 
1010 VIENNA 
TEL: +43 1 22 712 70 00 
FAX: +43 1 22 712 70 01 

BENELUX 
CRÉDIT AGRICOLE CHEUVREUX – AMSTERDAM BRANCH 
HONTHORSTSTRAAT 9 
1071 DC AMSTERDAM 
TEL: +31 20 573 06 66 
FAX: +31 20 672 40 41 

FRANCE 
CRÉDIT AGRICOLE CHEUVREUX S.A. 
9, QUAI PAUL DOUMER 
92400 COURBEVOIE 
TEL: +33 1 41 89 70 00 
FAX: +33 1 41 89 70 05 

GERMANY 
CRÉDIT AGRICOLE CHEUVREUX – FRANKFURT BRANCH 
TAUNUSANLAGE 14 
D-60325 FRANKFURT AM MAIN 
TEL: +49 69 47 897 100 
FAX: +49 69 47 897 530 

GREECE 
CRÉDIT AGRICOLE CHEUVREUX - ATHENS BRANCH 
1 KORAI STREET (3RD FLOOR) 
10564 ATHENS 
TEL : +30 210 373 4000 
FAX: +30 210 373 4001 

ITALY 
CRÉDIT AGRICOLE CHEUVREUX – MILAN BRANCH 
VIA BRERA 21 
20121 MILAN 
TEL: +39 02 80 62 83 00 
FAX: +39 02 86 46 15 70 

SPAIN 
CRÉDIT AGRICOLE CHEUVREUX ESPAÑA S.V. S.A. 
PASEO DE LA CASTELLANA 1 
28046 MADRID 
TEL: +34 91 495 16 48 
FAX: +34 91 495 16 60 

SWEDEN 
CRÉDIT AGRICOLE CHEUVREUX NORDIC AB 
REGERINGSGATAN 38 
10393 STOCKHOLM 
TEL: +468 723 5100 
FAX: +468 723 5101 

SWITZERLAND  
CRÉDIT AGRICOLE CHEUVREUX – ZURICH BRANCH 
BAHNHOFSTRASSE 18 
8001 ZURICH 
TEL: +41 44 218 17 17 
FAX: +41 44 218 17 87 

TURKEY 
CRÉDIT AGRICOLE CHEUVREUX MENKUL DEGERLER A.S. 
BUYUKDERE CAD. YAPI KREDI PLAZA C BLOK KAT:15 
LEVENT 80620 - ISTANBUL 
TEL: +90 212 371 19 00 
FAX: +90 212 371 19 01 

UNITED ARAB EMIRATES 
CRÉDIT AGRICOLE CHEUVREUX – MIDDLE EAST BRANCH 
702, 7TH FLOOR, PRECINCT BUILDING #2, THE GATE DISTRICT 
DUBAI INTERNATIONAL FINANCIAL CENTRE 
P.O. BOX 506611 
DUBAI, UAE 
TEL: +971 4 428 3600 
FAX: +971 4 428 3644 

UNITED KINGDOM 
CRÉDIT AGRICOLE CHEUVREUX INTERNATIONAL LIMITED 
12TH FLOOR 
MOORHOUSE - 120 LONDON WALL 
LONDON EC2Y 5ET 
TEL: +44 207 621 5100 
FAX: +44 207 621 5101 

DISTRIBUTION CENTRES 

JAPAN 
CHEUVREUX 
CRÉDIT AGRICOLE SECURITIES ASIA B.V., TOKYO BRANCH 
SHIODOME SUMITOMO BUILDING, 15TH FLOOR 
1-9-2 HIGASHI-SHIMBASHI 
MINATO-KU 
TOKYO 105-0021 
TEL: +81 3 4580 8522 
FAX: +81 3 4580 5534 

UNITED STATES 
CRÉDIT AGRICOLE CHEUVREUX NORTH AMERICA, INC. 

NEW YORK 
1301 AVENUE OF THE AMERICAS 15TH FLOOR 
NEW YORK, NY 10019 
TEL: +1 (212) 492 8800 
FAX: +1 (212) 492 8801 

SAN FRANCISCO 
388 MARKET STREET; SUITE 960 
SAN FRANCISCO, CA 94111 
TEL: +1 (415) 255 9802 
FAX: +1 (415) 307 7782 

 

Copyright © Crédit Agricole Cheuvreux, 2010. All rights reserved  

All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from local exchanges via ThomsonReuters or  Bloomberg unless otherwise indicated. Data is sourced from 
CA Cheuvreux and subject companies. 
This research report or summary ("Research") has been prepared by Crédit Agricole Cheuvreux or one of its affiliates or branches (collectively “CA Cheuvreux”) from information believed to be reliable. The opinions and projections 
expressed in this document are entirely those of CA Cheuvreux and are given as part of its normal research activity. CA Cheuvreux has not independently verified the information given in this document. Accordingly, no representation, 
guarantee or warranty, express or implied, is made as to the accuracy, completeness, correctness or fairness of this information and opinions contained in this document or the research or analysis upon which such information and 
opinions are based. Any opinions or estimates expressed herein reflect the judgment of CA Cheuvreux as of the date the Research was prepared and are subject to change at any time without notice. Unless otherwise stated, the 
information or opinions presented, or the research or analysis upon which they are based, are updated as necessary and at least annually.  
Not all investment strategies are appropriate at all times, and past performance is not necessarily a guide to future performance. CA Cheuvreux recommends that independent advice should be sought, and that investors should make their 
own independent decisions as to whether an investment or instrument is proper or appropriate based on their own individual judgment, their risk-tolerance, and after consulting their own investment advisers.   
CA Cheuvreux, its parent companies or its affiliates may effect transactions in the securities described herein for their own account or for the account of others, may have positions with the issuer thereof, or any of its affiliates, or may 
perform or seek to perform securities, investment banking or other services for such issuer or its affiliates. The organisational and administrative arrangements established by CA Cheuvreux for the management of conflicts of interest with 
respect to investment research are consistent with rules, regulations or codes applicable to the securities industry. These arrangements can be found in CA Cheuvreux’s policy for managing conflicts of interest, available at 
www.cheuvreux.com. Current research disclosures regarding companies mentioned in this Research are also available at www.cheuvreux.com. 
This Research is provided for information purposes only. It is not intended as an offer, invitation or solicitation to buy or sell any of the securities described or discussed herein and is intended for use only by those Professional Clients to 
whom it is made available by CA Cheuvreux. This Research is not for distribution to Retail Clients. The recipient acknowledges that, to the extent permitted by applicable securities laws and regulations, CA Cheuvreux disclaims all liability 
for providing this Research, and accepts no liability whatsoever for any direct, indirect or consequential loss arising from the use of this document or its contents. 
1. IN THE UNITED STATES, CREDIT AGRICOLE CHEUVREUX NORTH AMERICA, INC. (“CAC NORTH AMERICA”) SPECIFICALLY ADVISES THAT IT DID NOT PREPARE, HAS NOT CONTRIBUTED TO, HAS NOT ANALYZED, AND 
DOES NOT ENDORSE THIS RESEARCH.   CAC North America is a SEC-registered broker-dealer, and is not an investment adviser.  CAC North America does not manage assets of other entities, CAC North America does not provide 
investment advice, and CAC North America neither issues nor promulgates reports or analyses within the meaning of Section 202(a)(11) of the Investment Company Act of 1940, as amended.   CAC North America is unable to provide any 
additional information of any sort regarding this Research, and can neither support or refute any of the content, opinions, estimates, or conclusions contained in the Research.  CAC North America further advises that this Research is solely 
intended to be delivered to customers of  CAC North America who qualify as “Major U.S. institutional investors” as defined in Rule 15a-6 of the Securities and Exchange Act of 1934, as amended (“CAC North America Customers”).  CAC 
North America Customers are restricted from re-delivering the Research to any other entity, and shall be held strictly liable for any and all costs, legal fees, damages, fines, or penalties resulting from any re-delivery of the Research to 
persons or entities other than CAC North America Customers. The existence of this Research, or CAC North America’s forwarding the Research to certain of its customers, shall not be deemed a recommendation or endorsement by CAC 
North America of the Research, a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed in the Research. 
2. In the United Kingdom, this report is approved and/or distributed by Crédit Agricole Cheuvreux International Ltd (authorised by the Financial Services Authority (“FSA”).  
3. In Italy, this Research is approved and/or distributed by Crédit Agricole Cheuvreux SA and is not intended for circulation or distribution either to the public at large or to any other parties other than professional clients and/or qualified 
counterparties, as defined in Legislative Decree No.58 of 24 February 1998 as amended, and implementing Consob regulations. 
4. In the Middle East, this Research is approved and/or distributed by CA Cheuvreux Middle East, based out of Dubai International Financial Centre (DIFC) and regulated by the Dubai Financial Services Authority (DFSA).  
5. In Turkey, this document is based on information available to the public. CA Cheuvreux Menkul Degerler A.S. has spent reasonable care in verifying the accuracy and completeness of the information presented within the document and 
cannot be held responsible for any errors, omissions or for consequences arising from the use of this information. The information should not be construed, implicitly or explicitly, as constituting investment advice. This document is not an 
offer to buy or sell any of the securities discussed herein and has been prepared for the qualified representatives of our institutional investors. 
6. In Germany this report is approved and/or distributed by Crédit Agricole Cheuvreux S.A. Niederlassung Deutschland (authorised and regulated by Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin)). 
THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE RESTRICTED BY LAW, AND PERSONS INTO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND 
OBSERVE, ANY SUCH RESTRICTIONS. BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY THE FOREGOING INSTRUCTIONS. 
The MSCI indexes are the exclusive property of MSCI Inc. (“MSCI”).  MSCI and the MSCI index names are service mark(s) of MSCI or its affiliates and have been licensed for use for certain purposes by CA CHEUVREUX.  The financial securities 
referred to herein are not sponsored, endorsed, or promoted by MSCI, and MSCI bears no liability with respect to any such financial securities.  The Prospectus contains a more detailed description of the limited relationship MSCI has with CA 
CHEUVREUX and any related financial securities. No purchaser, seller or holder of this product, or any other person or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this 
product without first contacting MSCI to determine whether MSCI’s permission is required.  Under no circumstances may any person or entity claim any affiliation with MSCI without the prior written permission of MSCI. 
The Dow Jones GCC IndexSM, or other applicable index, are calculated, distributed and marketed by Dow Jones & Company, Inc. , a licensed trademark of CME Group Index Services LLC ("CME"), and have been licensed for use.  All content of the 
Dow Jones IndexesSM © 2010 Dow Jones & Company, Inc. 
No part of this report may be reproduced in any manner or redistributed without the prior written permission of CA Cheuvreux. 




