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Poland. General conatruction

Initlatlon of coverago

No light in the tunnel
Derpltc an und.rp.rforn.ncc ot th. t$econttrucuon hd.r v.. Wtc
lWlG Con.tructlon .lld by 26% v.. m.r!ln.l t% d.cr.... of wlc
3lnce ih. b.glnnlng of fia yaar), con lrucllon rtocka may aarraln
boyond th. l||t r!.t of Inv..tors. W. b.ll.v. .r rnrf.vourbla mlltet
anvlrohme|rt rcfialn! fta !r€.tc.t dllficulty ior conrtntcllon
cornp.nle.t whlch lt pioduclng . glooriy mld.t rm ..1.. .nd prof,t
ontlook hcludlng l) 1..t. bulldlng plol.ct conn.cted to EURO 2Ol2
co|nlng to .n end, 2t exD.ct.d lowsr .horytlor ol EU tundhg,
3) llkaly Inv.3ttn.nt .lowdown boglnnlng n.rt yc.r .nd 4) .rtllm.ly
touth co|trpcthlon aeaultln! In pr€..urE on rrartlna, Unlaa3 thc
orilook lmprov€r (whlch 3ccrn. unllk ly h th. n. lulur!) thc poot
scrtlrn.nl towerd WsE lkiod crn.nudbn conp.ller vrlll prob.bly
rl|n.ln unch gGd. Furlh.nnor., wc p?ol.ct unlnrplrlng trn.ncf.l
lolufl3 tor cohalruc$on complnte. lo. 2Qm11t whlch m.y b.co|n.
a||o|l|ol bqrdan on ihalr m.rket .h|7' pdcaa. Golaaquaniy, wa
Ecomm.nd to und.rwclghl th. €nll]! r€ctor.

Th€ outlook lor Mslrucdon c'|np€ni€a €mdn€ dull. tary€ dliracts dn€ct6d to EURO 20t2

arB (ffing lo an end, whlch, togslh$ {iU' a low absdpiion ol EU tunds, may lssult in a

slgnmcart dowdown in th6 s€ctor lrd 2012. This dewlopment msy hit rh€ sal€s of contractors

in th€ Polish m€rtot. lt is lrue thst lh€€ b somo light at lh€ €nd ol rh6 iunn6l in ih€ iom of rhs
porer s66ior, $trich ls on th€ w|!e ol a lary€ Inv6tn€nl Fog€F, bul lh€ s€16 of inE8tnanb

and th€n dmiry is stll in qu€sllor, Furth€moE, only a narcw g@p of clr'sbu.tion compani€s

mighl b€n€fi1 lrw plann€d iN6s|menls.

Tough (mp6t'lid in ths comtuction maft€l during 2009-10 has bk€n its loll {many fdBign

day6B €nlerod tho Polisi comirucllon 3c€n€ in hb p€dod, which prcduc€d a p.i@ nar

b€lw€en conllacto6} In @r opido, 2Q2011 wilr b€ anoths qusdo. in wnhh maQln

cor rac{on can b€ o0€ct6d. Cons6qu.nrly, in spiia of exp€cted y/y aggr€g€iB ssl6s op€nslon

in 20201 1 , F prcj6ct m6 yry rell in gggregBle pi!'rl!.

In lhis Bport *€ lnillal€ our covo€96 of g€n6El @slruciion s6@r witr' iow S€ll

Fcomm€ndalions (En€lgomntat Potudnie, Polimex-r ostoslal, fidrcOudo{a Pobka, T|€kci!-

nbE) and lhe so|6 rbld (Budimo(). Aebw, \i€ pr€s€nl a summary of DcFn€riv€d 12M rair

Elua sssssm€nts and l€cornm€ndraton3.

Summar$i2f t lr vrlu. $....m.nt and r.cdnh.nd.tlon!
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Hydrobudowa Polska

(Not)wanted!?
Altho{gh lhc ltr..t of hug. p.nahlo. r.lrtad lo tu con.trucgon ot lh.
l{.tlon.l Stldlun In W.r.rw h.3 b.tf| iddirsred (ft€ conrortlurn h.r
3lgned .n .ppcndlx ch.nghrg th. con|t||etlon d.t ), w! ltltl .xp.ct
.xtra co{s r.lrLd lo thl3 prol.ct tor 2O-3O;tOll ttdntnlng trom
contr.ct dClyr .nd con.tructlon taslts. Con..qu.ndy, w! foruc..t
. nat proflt of PLll 47.4 mlltlon tn FY2Ollt l.e, sllghtly b€low the
m.nrgom€nt t.rgct. In thc long.r t rm, we crnnot rul€ out dlilculil.s
fo? dr. conp.ny l|! ftnding new cootr.ct. (exlrem.ly hlgh d€pendd|G!
oo ?ruFcr! Iel.t.d to EURO 2012, whlch arr comlng lo .n .nd)
and ree gnfavour.bl. chrng.3 In th. !!l€. mix (grovrlng rhrre of low'
rn.ryl|r 3a1.3 h thc road .eclor), for whlch *e pr.dlot . ||.ttllh LP ioi
2Ol2-13. On lh. b.ck of, (ll . no.trowth Gqulty tlory lo. HB4 and (ll)
our DCF d.rlv.d l2l$ Tp ot PLL l.59 Dcr !h.rr sugg..tlng
. downrld., we hltlat. orrr cov.'|ge of HBP wl0r a furdrm.nlrl
S€ll r.thg.

We sp€cl HBP to post feeble resuhs for 2-3Q11. This is becauso of 6rp€ct6d erff€
costs (of at least PLN 8-10m) related lo probl6ms complsting th€ contract for lh6
constuction of the new stadium in Warsaw. Cons€qu€ntly, 

'/v€ 
forsc€st a n€t prolit of

PLN 47.8 ior FY2O11 (31% up y/y), i.6. slightly b€low lhe man€gem€nt la€et of
PLN 50 million.

Hydrobudowa had b€en developing its order book by wining rcad conslruction contracts
(for example slr€lches of lh6 A1 and A4 nbtorw€ys), which havs tumed out to be
extremely low-maein pojects (gross profft on sales at a m€r6 2% in 2O1O). Nots that
rcad cont acls constjtute as much as 44% of the Companys bacxlog, which is why we
sxp€ct growing sales from road pmjecb in the sales mix Mthin the nei two yeaB (frcm
ayo in 2O1O to 42yo in 2011 and 52% in 201 2), Mich an lum may result in HBP'S lolal
gross prcft on sales decraasing,

Furthrmore, ws dp€ct the company to run into giganlic dificulties filling ils oder book
du6 to lts high hisloric€l dependenc€ oo proj€ct6 co-fnanced by EU funds and related
to EURO 21012 (water cofiAacts, roads, stiadiuns), which ar6 coming to an end
(Hydrobudows is probably th€ most dep€ndanl on such proj€cls among slocks w€
cover). Based on lhe96 faclors, lv6 fomcast n6gative n6t profit CAGR dudng 2012-14.
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Hydobodda 15 a mort4p€darrzod 6mprny. n he .
slro^g posid@ id @1€r infra3buctuG on6tudion
(wEso) and hyd@nsin@dns objdls. rh6 @pany
hrs d& d*loBd omD€16@3 ln lh. @nslruclron of
@d3 .nd ap€darbr pnrl€rs 3u.tr $ rlnn€|s .nd

1. ConqFnn! n* bu.tnd so9m€nl! (o.9. pd.r

2. Wr.nrno updnin! hld@n0h6dnq dracit

3. winnhg nd oddcF lor rho @nsvwtio. or wssro
h.lo'lsl Incltu€tloi planr!.

R6sn6s 1 673,9
EATTDA 131,3

1. FYm11 NP b€ro* m.n.gn.tn 13106r
2. Hioh dopsndo@ on pqeis @finbn€d by EU ,nd
d.i.d b EURo 2012 (risk of dfii@his aiih tunh4 oder

3. Riak ol Fn. e Er€iad iD rh. eradrum h Gdarblc
4. Sab! 6nd p.ofri @tldron o@ 13|!6 siadrum an.r Ed
@d@t a€ @pr.i.d (2012 and on@d}
5. Rka h o.rldid nar6d.l @sa {d006s.16).
6. Dsm. in €xpondilB fr E.de for 2012-13.
7. Lm. dp6d.n6 h md dstrlcion.
3. L6r.! $o c@ rilh M.nii.r,

mliE 2tt1!E

EBIT 62,2 53.8
N€l pmfl 96,2 30,5 47,8 45,1 45,6
EPS 0,46 0,17 0,23 0,21 0,22
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Sou@: Conwny .!ala, DM BZ WBK estinatas
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