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MVV1 GR Neutral 

Price (at CLOSE#, 17 Apr 2012) €22.80 
 

12-month target €  24.00 

12-month TSR %  +9.2 

Valuation €  24.00 
 - DCF (WACC 7.4%, beta 1.1, ERP 5.0%, RFR 4.0%, TGR 2.0%) 

GICS sector Utilities 

Market cap €m  1,503 

30-day avg turnover €m  0.1 

Market cap US$m  1,975 

Number shares on issue m  65.91 
 
  

Investment fundamentals 

Year end 30 Sep  2011A 2012E 2013E 2014E 

Revenue m 3,590.5 3,660.6 3,827.8 3,998.0 
Reported profit m 117.2 98.3 98.7 102.6 
Adjusted profit m 108.5 98.3 98.7 102.6 
EPS rep € 1.78 1.49 1.50 1.56 
EPS adj € 1.65 1.49 1.50 1.56 
EPS adj growth % 13.9 -9.4 0.4 3.9 
PER rep x 12.8 15.3 15.2 14.6 
PER adj x 13.9 15.3 15.2 14.6 
Total DPS € 0.90 0.90 0.90 0.90 
Total div yield % 3.9 3.9 3.9 3.9 
P/BV x 1.3 1.3 1.2 1.2 
 
  

MVV1 GR vs Germany DAX, & rec 
history 

 
Note: Recommendation timeline - if not a continuous line, then there was no 
Macquarie coverage at the time or there was an embargo period. 

Source: FactSet, Macquarie Research, April 2012  

(all figures in EUR unless noted) 
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MVV Energie 
Back to reasonable territory  
Event 

 We were sellers during the recent share price spike, which was triggered by 

increased visibility of MVV’s shareholder structure. Since February 22, the 

stock has lost 16% and fallen below our reiterated target price of €24. 

Consequently, we upgrade our rating to Neutral. 

Impact 

 Resilience of earnings: A key attraction of MVV is the resilience of operating 

profits and EPS, despite the current economic crisis and the absence of free 

CO2 allocations as of 2013. This resilience comes from cost cutting and 

MVV’s diversified mix of regulated and non-regulated activities in the 

electricity, gas, district heating and environmental businesses. We also argue 

that the political environment for MVV remains supportive, especially for its 

combined head and power (CHP) and district heating businesses.  

 Investment-driven growth opportunities: The MVV 2020 strategy includes 

€1.5bn growth capex for the current decade. Important milestones will be the 

new waste-to-energy plant in Plymouth (CDO 2014, €250m capex, €20m 

estimated EBIT in average) and the new 911MW CHP plant GKM9, COD in 

2015. Hence, we expect a notable EBIT increase from ~€230m-250m over the 

next three years to €280m in 2014/15.  

 Share overhang is a key short-term risk: GSZ (2.9% direct stake +3.4% 

derivatives) and EnBW (15.1+7.4%) recently unmasked higher-than-expected 

positions in MVV. This triggered takeover speculation, but we have 

consistently argued that both might rather reduce than increase their 

positions. We regard share overhang as a key risk for the share price. 

 Valuation is high, but a PER premium is justified: The recent share price 

decline has reduced MVV’s 2013E PER to ~15x. This is a considerable 

premium to the EU utilities sector’s multiple of ~9x (based on our estimates). 

We flag that the company’s defensive and diversified business model justifies 

a valuation premium. Our DCF value of €24 suggests a fair value 2013 PER 

of 16x, and a theoretical PER based on DDM works out to 17x, after 

assuming the earnings growth from current growth investments. 

Earnings and target price revision 

 There is no change to our earnings estimates and valuation.  

Price catalyst 

 12-month price target: €24.00 based on a DCF methodology. 

 Catalyst: Commodity prices and generation spreads, changes in shareholder 

structure, operating performance. 

Action and recommendation 

 We regard the company as attractive, given the resilience of earnings and 

long-term capex-driven growth. In our view, the recent share price decline has 

taken the valuation back to a reasonable territory, thus we upgrade to Neutral. 
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Important disclosures: 

Recommendation definitions 

Macquarie - Australia/New Zealand 
Outperform – return >3% in excess of benchmark return 
Neutral – return within 3% of benchmark return 
Underperform – return >3% below benchmark return 
 
Benchmark return is determined by long term nominal 
GDP growth plus 12 month forward market dividend 
yield 

Macquarie – Asia/Europe 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie First South - South Africa 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie - Canada 
Outperform – return >5% in excess of benchmark return 
Neutral – return within 5% of benchmark return 
Underperform – return >5% below benchmark return 

Macquarie - USA 
Outperform (Buy) – return >5% in excess of Russell 
3000 index return 
Neutral (Hold) – return within 5% of Russell 3000 index 
return 
Underperform (Sell)– return >5% below Russell 3000 
index return 
 

Volatility index definition* 

This is calculated from the volatility of historical 
price movements. 
 
Very high–highest risk – Stock should be 
expected to move up or down 60–100% in a year 
– investors should be aware this stock is highly 
speculative. 
 
High – stock should be expected to move up or 
down at least 40–60% in a year – investors should 
be aware this stock could be speculative. 
 
Medium – stock should be expected to move up 
or down at least 30–40% in a year. 
 
Low–medium – stock should be expected to 
move up or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or 
down at least 15–25% in a year. 
* Applicable to Australian/NZ/Canada stocks only 

Recommendations – 12 months 
Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 

Financial definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back:  goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, 
IFRS impairments & IFRS interest expense 
Excluded:  non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 
total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average 
number of shares 
 
All Reported numbers for Australian/NZ listed stocks 
are modelled under IFRS (International Financial 
Reporting Standards). 
 

Recommendation proportions – For quarter ending 31 March 2012 

 AU/NZ    Asia   RSA    USA     CA   EUR 
Outperform 53.90% 60.60% 57.50% 43.59% 66.67% 46.89% (for US coverage by MCUSA, 10.86% of stocks covered are investment banking clients) 

Neutral 31.56% 23.00% 32.50% 51.09% 30.00% 32.60% (for US coverage by MCUSA, 9.50% of stocks covered are investment banking clients) 

Underperform 14.54% 16.40% 10.00% 5.32% 3.33% 20.51% (for US coverage by MCUSA, 1.36% of stocks covered are investment banking clients) 
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months. 
Important disclosure information regarding the subject companies covered in this report is available at www.macquarie.com/disclosures.  
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Jan Halaska (Boston) (1 617) 598 2503 
Chris Carr (New York) (1 212) 231-6398  
Doug Stone (New York) (1 212) 231 2606 

South Africa Sales 

Franco Lorenzani (Johannesburg) (2711) 583 2014 
William Ridge (Johannesburg) (2711) 583 2060 
Liam Graham (London)  (44 20) 3037 4836 
Carleen Sobczyk (London)   (44 20) 3037 4988 
Nazmeera Moola (Cape Town) (2721) 813 2725 
Russell Fryer (New York) (1 212) 231 2504 

South Africa Sales Trading 

Harry Ioannou (Johannesburg) (2711) 583 2015 
Jesse Ushewokunze (Johannesburg) (2711) 583 2017 
Keith Thompson (Johannesburg) (2711) 583 2058 
Martin Hughes (Johannesburg) (2711) 583 2019 
Marcello Damilano (Johannesburg) (2711) 583 2018 
Roland Wood (Cape Town) (2721) 813 2611 

 
 

 




