
 

 
MBB Industries AG  

 

 
Strong FY 2007 prelims and FY 2008 guidance, combined 

with bargain valuation  

 

 
MBB Industries published strong FY07 preliminary figures and issued 

a bullish FY2008 sales guidance based on strong current trading 

conditions. The company also announced the switch to IFRS to 

prepare for an entry into the Prime Standard. In the current severe 

market correction, MBB Industries is one of the first-choice 

companies in our German Mid & Small Cap universe, offering a 

favourable outlook for 2008 combined with what we regard as a 

bargain valuation. Despite its small cap status, we therefore believe 

the MBB share price should be fairly resilient in the current turmoil. 

We are therefore reiterating our Buy recommendation.  

 

  
MBB Industries AG Forecasts and multiples  

 
Year End  Sales EBITDA EPS P/E EV/EBITDA Yield 

Dec  (€m) (€m) (€) (x) (x) (%) 

 
2006 A  63 9 0.59 11.0 6.0 - 

2007 E  106 15 1.09 5.9 4.5 - 

2008 E  171 20 1.18 5.5 3.2 - 

2009 E  182 24 1.52 4.2 2.6 - 

Net cash/Share 1  -€3.5      

NAV/Share  €3.4      

 

 

 Source: Company, WestLB Research estimates   

 1 Cash/debt at end of current year  

 MBB Industries reported FY 2007 sales of €110m. The preliminary sales 

number exceeded our H2 07 sales estimate of €64.2m by 7%. MBB Industries 

likewise said that it exceeded the current FY07 EPS consensus of €1.09 per 

share. Most importantly in our view, MBB's guidance suggested sales of 

€180m for FY2008, which compares with our estimate of €170.6m, based on 

strong current trading conditions. We suspect that the positive trading 

conditions are broadly based, but we view especially Reimelt Henschel as a 

positive in the portfolio due to its high exposure to the non-cyclical food 

manufacturing sector.  

 

 Valuation. We regard MBB Industries as a bargain as the company is trading 

at a PER 2008E of 5.9x under German GAAP accounting, which treats 

'badwill' and intangibles conservatively. We feel the switch to IFRS will give 

the EPS a boost. Allowing for the value of MBB's 80.5% share in its quoted 

affiliate Delignit, we derive a real valuation of only 2.3x 2008E EV/EBIT for 

the remaining subsidiaries Reimelt Henschel, OBO, Hanke and Huchtemeier. 

We regard these valuation levels as low even based on severely shrunken small 

cap valuation levels.  
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Buy  €6.4 

(Remains Unchanged)  
Target price:  €14.0 
Reuters code:  MBBG.DE 
Bloomberg Ticker:  MBB GR 
EPS  
Dec 2006 A  €0.59 
Dec 2007 E  €1.09 
Dec 2008 E  €1.18 
Dec 2009 E  €1.52 
WestLB Equity Research Estimates  

  
Market Cap:  €43m 
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Published by: WestLB AG, Herzogstrasse 15, D-40217 Düsseldorf, Germany. Tel: +49 (0)211 826 71841. WestLB AG is authorised and regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht and by the Financial Services Authority. It is regulated by the Financial Services Authority for the conduct of UK business. 

 

This research report was prepared by WestLB AG, an affiliate of WestLB Securities Inc (WSI) or other person that may not be registered as a broker-dealer in the United 

States. The company that prepared this report may not be subject to US rules regarding the preparation of research reports and the independence of research analysts. 

 

RIDER: WSI accepts responsibility for the contents of this research report to the extent that it is delivered to a person that is not a major US Institutional Investor or a "US 

Institutional Investor", as those terms are defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended, or to any person resident in the state of 

California, Colorado, Louisiana, New Mexico, Ohio, Tennessee or Vermont. 

 

Any US person who desires to effect transactions in any security in this report should write or call WSI, 1211 Avenue of the Americas, New York, NY10036, phone (212) 

403 3939. 

 

The relevant research analyst(s), as named above, certify that (a) all of the views expressed in this research report accurately reflect their personal views about the securities 

and companies mentioned in this report; and (b) no part of their compensation was, is or will be directly or indirectly related to the specific recommendation(s) or views 

expressed by them in this report. 

 

The remuneration of WestLB Research Analysts is not related to specific investment banking transactions. It is in part linked to the overall profit made by the firm, which 

includes the profit of the Investment Banking Department. 

 

WestLB's investment recommendations are kept under continuous review. It follows that no date can be given for the next update of the conclusions of this report. 

 

Disclosures of potential conflicts of interest relating to WestLB AG, its affiliates and subsidiaries (together "WestLB") as required by regulatory authorities can be accessed 

at http://www.westlb.de/disclosures_eq_en/ or obtained by writing to the Compliance Department address above. 

 

Disclosures valid as of the end of the month prior to publication of this report (updating this information may take up to ten days after month end): 

 

WestLB acts as designated sponsor, broker or financial adviser to MBB Industries AG. 

 

WestLB makes a market in the shares of MBB Industries AG. 

 

WestLB expects to receive or will seek compensation for investment banking services during the next three months from MBB Industries AG. 

 

MBB Industries AG may during the last twelve months have been a client of WestLB. During this period WestLB may have provided MBB Industries AG with non-

investment banking securities related services and/or non-securities services, for which WestLB may have received compensation. 

 

WestLB's Policy on Management of Conflicts of Interest in Research (the Research Policy) is available at http://www.westlb.de/research_policy_en/ 

 

This report complies with the Research Policy. 

 

Unless otherwise stated in the text, prices shown in this report are as of market close on the day before the date of publication. 

To view the price chart required for compliance reasons please click on the instrument name(s): MBB Industries AG  
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Distribution of ratings as of 01 October 2007  

Coverage universe  Count  Percent     Inv. Banking relationships**  Count  Percent  

Buy / Add  180  65     Buy / Add  30  79  

Hold  72  26     Hold  8  21  

Sell / Reduce  23  8     Sell / Reduce  0  0  

 
** Companies from which WestLB AG or an affiliate or subsidiary has received compensation for investment banking services within the past 12 months.  
 
Valuation and Risk assessment; Recommendations  
 
Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation 
ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect 
the analyst's views on the likely course of investor sentiment.  
 
Whichever valuation method is used there is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include 
unforeseen changes in competitive pressures or in the level of demand for the company's products. Such demand variations may result from changes in 
technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates 
and, in certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as 
exchange rates, exchange controls, taxation, political and social conditions. This discussion of valuation methods and risk factors is not comprehensive - 
further information is available if required.  
 
Stock ratings are based on the analyst's expectation of the stock's total return during the twelve months following assignment of the rating. This view is 
based on the target price, set as described above, and on the an  

 


