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EADS (EAD.PA) 
 Fundamentals Still Attractive Despite Near-Term Stock Overhang 
  

 Summary — From a fundamental perspective, we see EADS’ investment case as 
unchanged and retain our Buy rating with an updated 12-month Target Price of €48.5 
(from €45). We still believe that EADS could be worth up to €75/share on a 3-year view 
and would view any short-term weakness resulting from the overhang of strategic 
shareholdings as a buying opportunity for the medium to long-term investor.  

 Buyback Details Expected 2 April — Following the EGM on 27 Mar, we expect the 
timing, size and form of the buyback to be announced after Easter. EADS has approval 
to buy back up to 15% of shares. Our base-case assumption, which is now reflected in 
our EPS forecasts and valuation, is a 12% buyback (€4bn), which is in line with recent 
company commentary, of which 6% will be from public shareholders and 6% from 
strategic shareholders (mostly Lagadere). See overleaf for sensitivities.  

 Near Term Stock Overhang — This will depend on the size and form of the buyback. 
Per the revised shareholder agreement, Lagadere will sell 7.4% (which will be partially 
fulfilled by the buyback), Daimler to also sell 7.4% (at an undetermined time) and SEPI 
will sell 1.15% (into the market by 9 April). In total, this represents 16% of the company 
/ 130m shares (vs. average daily volume of 4.7m YTD). Assuming a €4bn buyback 
(12%/100m shares), the net overhang is c30m shares. See overleaf for details. 

 FX Continues to be a Benefit — We raise our DCF-based Target Price to €48.5 (from 
€45) to reflect an FX rate of $1.28/€ (from $1.31). Our EPS forecasts are broadly 
unchanged, reflecting the benefits of a weaker € (albeit mitigated by hedging) vs. a 
smaller buyback assumption than previously (12% vs. 15%). For the early part of the 
year, EADS shares rallied against a strengthening € and improving fundamentals. Now 
EADS shares have weakened despite € weakness on unchanged fundamentals.  

 Catalysts — Following the buyback announcement, the next major catalyst will be the 
1Q13 results on 14 May, where we expect EADS to maintain its FY13 guidance. The 
Paris Air Show, traditionally a period of heightened interest in Aerospace stocks, starts 
17 June. Progress on the A350 appears to be on track, with 1st flight this summer.  
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Buy 1
Price (28 Mar 13) €39.70
Target price €48.50

from €45.00   
Expected share price return 22.2%
Expected dividend yield 2.7%
Expected total return 24.9%
Market Cap €32,910M
  US$42,061M

 
 

Price Performance 
(RIC: EAD.PA, BB: EAD FP) 

 

EADS (EUR) 
      

Year to 31 Dec 2011A 2012A 2013E 2014E 2015E 

Sales (€M)  49,128.0  56,480.0  57,760.0   61,300.0  63,720.0 

Net Income (€M)  1,132.0  1,838.0  2,178.7   2,796.4  3,570.3 

Basic EPS (€)  1.39  2.24  2.73   3.87  4.94 

Basic EPS (Old) (€)  1.39  2.24  2.72   3.90  4.94 

PE (x)  28.5  17.7  14.5   10.3  8.0 

EV/EBITDA (x)  12.4  9.1  8.6   7.3  6.0 

DPS (€)  0.45  0.60  1.09   1.55  1.97 

Net Div Yield (%)  1.1  1.5  2.7   3.9  5.0 
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EAD.PA: Fiscal year end 31-Dec Price: €39.70;  TP: €48.50;  Market Cap: €32,910m;  Recomm: Buy 
Profit & Loss (€m) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E

Sales revenue 49,128 56,480 57,760 61,300 63,720 PE (x) 28.5 17.7 14.5 10.3 8.1
Cost of sales -44,472 -51,399 -51,224 -53,820 -55,151 PB (x) 3.6 3.1 4.1 3.0 2.4

Gross profit 4,656 5,081 6,536 7,480 8,569 EV/EBITDA (x) 12.4 9.1 8.6 7.3 6.0

   Gross Margin (%) 9.5 9.0 11.3 12.2 13.4 FCF yield (%) 7.7 4.4 -0.1 3.3 7.3

EBITDA (Adj) 3,426 4,812 5,547 6,522 7,691 Dividend yield (%) 1.1 1.5 2.7 3.9 5.0

   EBITDA Margin (Adj) (%) 7.0 8.5 9.6 10.6 12.1 Payout ratio (%) 32 27 40 40 40

Depreciation -1,643 -1,812 -1,859 -1,989 -2,079 ROE (%) 11.7 12.8 23.3 32.3 32.9

Amortisation -181 -241 -241 -241 -241 Cashflow (€m) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 1,602 2,759 3,447 4,292 5,371 EBITDA 3,328 3,992 5,447 6,522 7,691

   EBIT Margin (Adj) (%) 3.3 4.9 6.0 7.0 8.4 Working capital 1,251 70 0 0 0

Net interest 13 -285 -450 -440 -440 Other 111 657 -2,214 -2,483 -2,797

Associates 192 247 253 268 279 Operating cashflow 4,690 4,719 3,233 4,039 4,895

Non-op/Except -316 -223 -180 -180 -180 Capex -2,197 -3,270 -3,270 -3,100 -2,800

Pre-tax profit 1,393 1,678 2,970 3,940 5,030 Net acq/disposals -1,535 -201 0 0 0

Tax -356 -449 -861 -1,143 -1,459 Other -489 -856 -500 -500 -500

Extraord./Min.Int./Pref.div. -4 -1 -1 -1 -1 Investing cashflow -4,221 -4,327 -3,770 -3,600 -3,300

Reported net profit 1,033 1,228 2,108 2,796 3,570 Dividends paid -183 -379 -492 -869 -1,121

   Net Margin (%) 2.1 2.2 3.6 4.6 5.6 Financing cashflow -12 -851 -2,662 -869 -1,121

Core NPAT 1,132 1,838 2,179 2,796 3,570 Net change in cash 0 0 -3,198 -430 473

Per share data 2011 2012 2013E 2014E 2015E Free cashflow to s/holders 2,493 1,449 -37 939 2,095

Reported EPS (€) 1.27 1.50 2.64 3.86 4.93 Segment Sales (€m) 2011 2012 2013E 2014E 2015E
Core EPS (€) 1.39 2.24 2.73 3.86 4.93 Airbus Commercial 31,159 36,943 38,100 41,500 43,600

DPS (€) 0.45 0.60 1.09 1.55 1.97 Airbus Military  2,504 2,131 2,130 2,130 2,130

CFPS (€) 5.76 5.75 4.05 5.58 6.76 Eurocopter 5,415 6,264 6,450 6,640 6,840

FCFPS (€) 3.06 1.77 -0.05 1.30 2.89 EADS Astrium 4,964 5,817 5,930 6,050 6,170

BVPS (€) 10.89 12.70 9.64 13.29 16.68 Cassidian 5,803 5,740 5,570 5,400 5,400

Wtd avg ord shares (m) 813 819 797 723 723 Other Businesses 1,252 1,524 1,520 1,520 1,520

Wtd avg diluted shares (m) 814 821 798 724 724 Headquarters/Consolidation -1,969 -1,939 -1,940 -1,940 -1,940

Growth rates 2011 2012 2013E 2014E 2015E Sales - total segments 49,128 56,480 57,760 61,300 63,720
Sales revenue (%) 7.4 15.0 2.3 6.1 3.9 Segment EBIT (€m) 2011 2012 2013E 2014E 2015E

EBIT (Adj) (%) 33.6 72.2 25.0 24.5 25.1 Airbus Commercial 485 1,647 2,320 3,100 4,070

Core NPAT (%) 75.0 62.4 18.5 28.4 27.7 Airbus Military  49.0 93.0 90.0 90.0 90.0

Core EPS (%) 74.4 61.0 21.8 41.5 27.7 Eurocopter 374.0 411.0 460.0 510.0 560.0

Balance Sheet (€m) 2011 2012 2013E 2014E 2015E EADS Astrium 290.0 312.0 350.0 390.0 430.0
Cash & cash equiv. 16,785 17,071 13,873 13,443 13,916 Cassidian 403.0 340.0 330.0 320.0 350.0

Accounts receivables 6,394 6,790 5,860 6,210 6,460 Other Businesses 49.0 49.0 50.0 50.0 50.0

Inventory 22,563 23,216 25,160 26,700 27,760 Headquarters/Consolidation 144.0 154.0 100.0 100.0 100.0

Net fixed & other tangibles 20,422 22,587 23,757 24,627 25,107 EBIT - total segments 1,794 3,006 3,700 4,560 5,650

Goodwill & intangibles 12,786 13,422 13,422 13,422 13,422 Segment Margin (%) 2011 2012 2013E 2014E 2015E

Financial & other assets 9,532 9,016 10,293 10,841 11,287 Airbus Commercial 1.6 4.5 6.1 7.5 9.3

Total assets 88,482 92,102 92,364 95,243 97,953 Airbus Military  2.0 4.4 4.2 4.2 4.2

Accounts payable 9,630 9,917 9,030 9,480 9,700 Eurocopter 6.9 6.6 7.1 7.7 8.2

Short-term debt 1,476 1,273 1,273 1,273 1,273 EADS Astrium 5.8 5.4 5.9 6.4 7.0

Long-term debt 3,173 3,161 5,331 5,331 5,331 Cassidian 6.9 5.9 5.9 5.9 6.5

Provisions & other liab 65,338 67,317 69,019 69,519 69,559 Margin - total segments 3.7 5.3 6.4 7.4 8.9

Total liabilities 79,617 81,668 84,653 85,603 85,863 Leverage & valuation 2011 2012 2013E 2014E 2015E

Shareholders' equity 8,850 10,409 7,685 9,613 12,062 Adj. net debt (cash)(£m) -12,136 -12,637 -7,269 -6,839 -7,312

Minority interests 15 25 26 27 28 Pension deficit (surplus)(£m) 5,821 6,433 6,433 6,433 6,433

Total equity 8,865 10,434 7,711 9,640 12,090 Adj. ND to EBITDA (x) -3.45 -2.98 -1.28 -1.01 -0.92

Net debt -12,136 -12,637 -7,269 -6,839 -7,312 Adj. EV/EBITDA (x) 7.7 7.9 8.1 6.4 5.3

Net debt to equity (%) -136.9 -121.1 -94.3 -70.9 -60.5 Adj. EV/EBIT (x) 15.9 15.3 12.9 9.5 7.4
 FCF Yield 14.3 6.4 -0.1 3.3 7.3
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com 
For definitions of the items in this table, please click here. 
 

https://ir.citi.com/znkluZis9scZZBQOglbxcs7QsTOZ9vMcD3rrPzZHOBdJEpKo1k2XC8yOfUkhs0VxcPmuzC91EpU%3d�
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Buyback Details Expected on 2 April  

The EGM on 27 March saw EADS approve changes to the shareholding structure 
and the executive board, and a buyback of up to 15% of share capital. We expect a 
firm decision on the timing, size and form of the buyback on 2 April or soon after.  

The intention to buy back up to 15% of share capital was first announced in late 
December alongside major changes to the shareholder structure. At that point 
EADS’ share price was €27 vs. €39 today. Due to the significant price appreciation 
YTD, EADS has indicated that a buyback is likely to be €3-4bn (9-12% of shares).  

Our EPS forecasts and DCF-based Target Price now assume that EADS buys back 
12% of shares (€4bn) vs. our previous assumption of 15%. We estimate a 12% 
buyback to be 10-11% EPS accretive in 2014E and 2015E vs. no buyback at all. If 
EADS were to announce a €3bn buyback next week (9% of shares) rather than our 
assumption of 12%, our EPS forecasts could prove to be 3-4% too high.  

Figure 1. EADS’ DCF is relatively insensitive to the exact size of the buyback 

€ 48.50 9.0% 10.0% 11.0% 12.0% 13.0% 14.0% 15.0% 
€ 34.00 € 48.20 € 48.60 € 48.90 € 49.20 € 49.60 € 50.00 € 50.40 
€ 36.00 € 48.00 € 48.30 € 48.70 € 49.00 € 49.30 € 49.70 € 50.00 
€ 38.00 € 47.90 € 48.10 € 48.40 € 48.70 € 49.10 € 49.40 € 49.70 
€ 40.00 € 47.70 € 47.90 € 48.20 € 48.50 € 48.80 € 49.10 € 49.40 
€ 42.00 € 47.50 € 47.70 € 48.00 € 48.20 € 48.50 € 48.80 € 49.10 
€ 44.00 € 47.30 € 47.50 € 47.80 € 48.00 € 48.20 € 48.50 € 48.80 
€ 46.00 € 47.10 € 47.30 € 47.50 € 47.70 € 48.00 € 48.20 € 48.50 
€ 48.00 € 46.90 € 47.10 € 47.30 € 47.50 € 47.70 € 47.90 € 48.20  

Source: Citi Research. The above shows sensitivities to our DCF, which assumes a base case of a 12% buyback 
at €40/share, to a range of different share price and share buyback size assumptions. 

 
At a fixed WACC of 10%, our DCF valuation model is less sensitive than EPS to the 
size of the share buyback, as the reduced share count is offset by higher adjusted 
net debt. Figure 1 shows our base-case valuation of €48.50 per share at a 12% 
buyback at €40/share. A 9% buyback would lower NPV by 2% to €47.70. Our DCF 
is included in the back of this note.  

Whilst the impact to EPS of NPV of a smaller-than-anticipated buyback would be 
relatively limited, it could send a negative signal to the market on future cash 
generation, in our view, and additionally would increase the stock overhang from the 
strategic shareholders.  

Stock Overhang  

On 6 December, EADS announced a major restructuring of the strategic 
shareholdings — for more details click here for our note.  

This process will ultimately see the company’s free float rising from 49% at that time 
(now 55% following the subsequent sales of the Daimler stake) to an eventual 72%, 
with Daimler and Lagadere selling their holdings in EADS entirely. At the same time, 
EADS announced a proposed stock buyback of up to 15% of shares (see above), in 
2 equal and simultaneous trances — half from Lagadere and the other strategic 
shareholders and half from public shareholders.  

Our EPS and Target Price are based on a 

€4bn / 12% buyback. We expect an 

announcement on the timing, form and 

size of the buyback early next week. 

A major restructuring of strategic 

shareholdings will see EADS’ free float 

rise from c55% to 72%. From a corporate 

governance perspective, we view this as 

a positive. However, there is a near-term 

overhang on EADS shares.  

https://ir.citi.com/mIGidW0D%2bGGSXIcKHwWMQjOEdHfeFRKmcJKMMi7y1zo6Xd7NCa3ZjA%3d%3d�
https://ir.citi.com/mIGidW0D%2bGGSXIcKHwWMQjOEdHfeFRKmcJKMMi7y1zo6Xd7NCa3ZjA%3d%3d�
https://ir.citi.com/mIGidW0D%2bGGSXIcKHwWMQjOEdHfeFRKmcJKMMi7y1zo6Xd7NCa3ZjA%3d%3d�
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This is a complicated process with a number of stages, as summarised below. 

Figure 2. EADS shareholding structure will eventually see its free float rise from c55% today to 72% in a number of stages 

 1) Now  2) Post EGM, Pre-Buyback 3) Post Buyback 
         
Lagadere 7.4% 61  0.0% -  0.0% - 
French State 14.9% 122  15.1% 124  12.0% 87 
France 22.3% 183  15.1% 124  12.0% 87 
         
Daimler 7.4% 61  0.0% -   - 
KfW 8.6% 70  8.6% 70  10.1% 73 
Other German Public Entities 1.6% 13  1.6% 13  1.9% 14 
Germany 17.6% 145  10.2% 84  12.0% 87 
         
Spain (SEPI)  5.4% 45  4.3% 35  4.0% 29 
         
Strategic Shareholdings 45.4% 373  29.6% 243  28.0% 203 
         
Free Float 54.6% 449  70.5% 579  72.0% 521 
         
TOTAL 100.0% 822  100.0% 822  100.0% 723  

Source: Company Reports 

 
EADS free float should eventually rise from c55% currently to a final 72%. The 
exact overhang as a result of these proposed changes is dependent on the size of 
the share buyback — a larger buyback would reduce the overhang, particularly the 
near-term overhang from Lagadere. The above table assumes a 12% share 
buyback, which is also reflected in our EPS forecasts. 

We believe that the near-term overhang could be c16% (130m shares), which we 
expect to be offset by a 12% buyback (100m shares). This gives a net overhang of 
4% of EADS’ stock (30m shares). The sellers are as follows:  

 Lagadere (7.44%) — Up to 5.5% of Lagadere’s shares could be bought back 
directly by EADS. (The buyback will be split into 2 equal and simultaneous 
tranches for public and strategic shareholders of up to 7.5% each).   

 Daimler (7.44%) — Daimler’s shares look likely to be sold into the open market 
but the timing has not been decided. There is a possibility, in our view, that this 
happens at the same time as the Lagadere and SEPI disposals and the buyback. 

 SEPI (1.15%) — Yesterday EADS announced that 1.15% (of 5.5%) owned by the 
Spanish government would be sold into the market by 9 April.  

The timing and form of the above alongside the buyback could be known as soon 
as 2 April. In addition to the near-term overhang detailed above, we estimate that 
there could be an additional small overhang later this year, principally relating to the 
French government stake (currently 15% with an eventual target of 12%). Under the 
new shareholding agreement, the French government has the option to retain a 
larger stake in the company, but any shares in excess of 12% are placed into a 
warehousing facility without voting rights. So it may not necessarily sell down further 
shares.  

The near-term overhang from Daimler, 

Lagadere and SEPI totals c16% of EADS 

shares, some of which we expect to be 

offset by a 12% shares buyback.  
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FX Continues to be a Benefit 

We rebase our EPS forecasts and Target Price to reflect an FX rate of $1.28/€ vs. 
$1.31/€ previously. This is the principal reason for raising our Target Price as EADS 
is a major long-term beneficiary of € weakness vs. the dollar. For more details, click 
here for our report from early March.  

Figure 3. EADS share price relative vs. €/$ rate 
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Source: DataStream 

 
Late 2012 saw EADS shares significantly outperform the market despite the € 
strengthening vs. the $. In the past week, the opposite has been the case — EADS’ 
shares have fallen despite the € weakening vs. the $.  

Fundamentals Intact 

In our view, the EADS investment case remains very attractive and the fundamental 
equity story is unchanged. We continue to like EADS’ combination of strong 
earnings growth driven by organic sales growth and margin improvements at the 
core Airbus Commercial division. EADS targets a margin of 10% in 2015E at Airbus 
Commercial (Citi 9.3%) vs. 4.5% in 2012A, before the dilutive impact of early 
A350XWB deliveries at an FX rate of $1.35/€ (Citi $1.28/€). We expect margins to 
improve to reflect operating leverage on rising aircraft deliveries, cost control, an FX 
tailwind, modest YoY pricing improvements, and closing out A380 programme 
losses by 2015E. We expect this, and the buyback (12%), to drive 27% EPS CAGR 
2012A-2016E.  

Our report entitled “Still Bullish, Target Price Raised to €45” argued that EADS could 
be worth up to €75/share on a 3-year view based on EV/Sales, EV/EBIT and P/E 
approaches. We still believe this to be the case and have refreshed our long-term 
valuation models and republish them in the following pages.  

We raise our Target Price to 

€48.50/share, in part to reflect an FX rate 

assumption of $1.28/€ (previously 

$1.31/€).  

We expect 27% EPS CAGR 2012A-2016E 

on 4% Sales CAGR due to margin 

improvements at the core Airbus 

Commercial division from a low base.  

https://ir.citi.com/jDxE4Xi1tEOj5hSINRdUUEimpn7YyLb%2feY%2bLkPNhzbDCfwO%2fB2uCDQ%3d%3d�
https://ir.citi.com/jDxE4Xi1tEOj5hSINRdUUEimpn7YyLb%2feY%2bLkPNhzbDCfwO%2fB2uCDQ%3d%3d�
https://ir.citi.com/%2ftlLr3UgGrhg7XfolVbb4uAfeBRFqXmxP9F9V%2foB3Mt14vnW5V2Sog%3d%3d�
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 EV/Sales — EADS is trading on 0.71x 2014E EV/Sales, which is slightly ahead 
of its historical average of 0.66x vs. a 2012A EBIT margin of 5.3%. Using the rule 
of thumb that a business with a 10% margin should trade on 1.0x EV/Sales 
would suggest that EADS could trade up to €54 based on our long-run margin 
assumption of 8.7%. If EADS could achieve a 10% margin as planned by 2015, 
we think it could potentially be worth €65/share (at 1.0x EV/Sales). Peer Boeing 
also trades at c1.0x EV/Sales vs. a current margin of 7.7% in 2012A. 

Figure 4. EADS – EV/EBIT-based Valuation (€ millions) 

 2013E 2014E 2015E 2016E 
     
Clean EBIT 3,700 4,560 5,650 6,620 
Target EV/EBIT Mulitple 10.0x 10.0x 10.0x 10.0x 
Enterprise Value 37,000 45,600 56,500 66,200 
Adjusted Net Debt -10,691 -14,721 -14,502 -13,380 
Suggested Equity Value 26,309 30,879 41,998 52,820 
per share € 33 € 43 € 58 € 73 
     
Discount Rate 10%    
Factor 1.00 0.91 0.83 0.75 
Valuation € 33 € 39 € 48 € 55 
     
Estimated A350XWB Charges -1,500 -1,500 -1,500 -1,500 
Estimated A380 Wing Crack 
Charges 

-100 -100 -100 -100 

Total Estimated Further 
Charges 

-1,600 -1,600 -1,600 -1,600 

per share -€ 2 -€ 2 -€ 2 -€ 2 
     
Valuation € 30.99 € 36.59 € 45.79 € 52.59  

Source: Citi Research 

 
 EV/EBIT — If EADS were to hold a hold a forward EV/EBIT multiple of 10x 

through to 2016E, we believe that the shares could be worth as much as €73 in 3 
years, as shown above. A 10x EV/EBIT multiple would be broadly consistent with 
the multiple we use to value other civil aerospace and industrial companies. This 
exercise assumes no further A350XWB charges. After factoring in €1.5bn of 
further charges for the A350 and an additional €100m for A380 (wing cracks) and 
discounting back the suggested €72/share (=10x 2016E EV/EBIT), the implied 
valuation is still c€53/share. 

 P/E — EADS currently trades on c10x 2014E P/E vs. its historical average rating 
of c13x). Applying a 13x multiple to our 2014E EPS forecast of €3.90 suggests a 
valuation of €50/share. Boeing’s average historical P/E has been c16x (Figure 9). 
Applying this to our 2014E EPS would suggest a valuation of €62/share. 

 Earnings Power – EADS targets a 10% EBIT margin by 2015E. Using our 
revenue forecasts (and assuming a 15% buyback), we calculate a best-case 
2015E EPS of €5.64 vs. our base case forecast of €4.94. Capitalising this at 
EADS’ average P/E rating of c13x would suggest a valuation of c€73/share. 
Applying Boeing’s average P/E of 16x would suggest €90/share.  

We still believe that EADS shares could 

be worth >€70 on a 3 year view.  

At its 10% group margin target, EADS 

could generate almost €6/share in 2015E.  
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Financial Statements 

Figure 5. EADS - Income Statement 2005-2016E (€ millions) 

 2005 2006 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 
             
Airbus Commercial 22,179 25,190 25,216 26,232 26,370 27,673 31,159 36,943 38,100 41,500 43,600 46,900 
Airbus Military  763 2,200 1,140 2,759 2,235 2,684 2,504 2,131 2,130 2,130 2,130 2,130 
Eurocopter 3,211 3,803 4,172 4,486 4,570 4,830 5,415 6,264 6,450 6,640 6,840 7,050 
Astrium 2,698 3,212 3,550 4,289 4,799 5,003 4,964 5,817 5,930 6,050 6,170 6,290 
Cassidian 5,636 5,864 5,392 5,668 5,363 5,933 5,803 5,740 5,570 5,400 5,400 5,400 
Other Businesses 1,155 1,257 1,407 1,338 1,096 1,182 1,252 1,524 1,520 1,520 1,520 1,520 
Headquarters/Consolidation -1,436 -2,092 -1,754 -1,507 -1,611 -1,553 -1,969 -1,939 -1,940 -1,940 -1,940 -1,940 
Sales 34,206 39,434 39,123 43,265 42,822 45,752 49,128 56,480 57,760 61,300 63,720 67,350 
growth 8% 15% -1% 11% -1% 7% 7% 15% 2% 6% 4% 6% 
             
Airbus Commercial 2,307 2,788 2,693 2,006 1,036 281 485 1,647 2,320 3,100 4,070 4,920 
Airbus Military  48 75 -155 107 36 21 49 93 90 90 90 90 
Eurocopter 212 257 211 293 263 303 374 411 460 510 560 610 
Astrium 58 130 174 234 261 283 290 312 350 390 430 470 
Cassidian 201 348 345 408 449 477 403 340 330 320 350 380 
Other Businesses -171 -288 84 43 21 25 49 49 50 50 50 50 
Headquarters/Consolidation 197 449 274 239 82 -46 144 154 100 100 100 100 
EBIT Before One-Offs 2,852 3,759 3,626 3,330 2,148 1,344 1,794 3,006 3,700 4,560 5,650 6,620 
             
Airbus Commercial 10.4% 11.1% 10.7% 7.6% 3.9% 1.0% 1.6% 4.5% 6.1% 7.5%  10.5% 
Airbus Military  6.3% 3.4% -13.6% 3.9% 1.6% 0.8% 2.0% 4.4% 4.2% 4.2% 4.2% 4.2% 
Eurocopter 6.6% 6.8% 5.1% 6.5% 5.8% 6.3% 6.9% 6.6% 7.1% 7.7% 8.2% 8.7% 
Astrium 2.1% 4.0% 4.9% 5.5% 5.4% 5.7% 5.8% 5.4% 5.9% 6.4% 7.0% 7.5% 
Cassidian 3.6% 5.9% 6.4% 7.2% 8.4% 8.0% 6.9% 5.9% 5.9% 5.9% 6.5% 7.0% 
margin 8.3% 9.5% 9.3% 7.7% 5.0% 2.9% 3.7% 5.3% 6.4% 7.4% 8.9% 9.8% 
             
EBIT PGE (pre-goodwill/exceptionals) 2,852 399 52 2,830 -322 1,231 1,696 2,186 3,600 4,560 5,650 6,620 
margin  8.3% 1.0% 0.1% 6.5% -0.8% 2.7% 3.5% 3.9% 6.2% 7.4% 8.9% 9.8% 
             
Exceptional Items -140 -121 -85 -58 -58 -44 -83 -55 0 0 0 0 
EBIT (Reported) 2,712 278 -33 2,772 -380 1,187 1,613 2,131 3,600 4,560 5,650 6,620 
             
Net Interest -155 -121 -199 36 -147 -99 13 -285 -450 -440 -440 -430 
Other Financial Result -22 -123 -538 -508 -445 -272 -233 -168 -180 -180 -180 -180 
PBT (Reported) 2,535 34 -770 2,300 -972 816 1,393 1,678 2,970 3,940 5,030 6,010 
Underlying PBT (EADS) 2,697 3,616 3,225 3,136 1,694 932 1,515 2,541 3,070 3,940 5,030 6,010 
Underlying PBT (Citi) 2,697 3,616 3,225 3,136 1,694 932 1,515 2,541 3,070 3,940 5,030 6,010 
             
Income Tax -825 81 333 -703 220 -244 -356 -449 -861 -1,143 -1,459 -1,743 
Underlying Tax -809 -1,085 -968 -941 -508 -266 -379 -702 -890 -1,143 -1,459 -1,743 
rate 30% 30% 30% 30% 30% 29% 25% 28% 29% 29% 29% 29% 
             
Minority Interests -34 -16 -9 -25 -11 -19 -4 -1 -1 -1 -1 -1 
Net Income (Reported) 1,676 99 -446 1,572 -763 553 1,033 1,228 2,108 2,796 3,570 4,266 
Underlying Net Income (EADS) 1,854 2,515 2,249 2,170 1,175 647 1,132 1,838 2,179 2,796 3,570 4,266 
Underlying Net Income (Citi) 1,854 2,515 2,249 2,170 1,175 647 1,132 1,838 2,179 2,796 3,570 4,266 
             
EPS (IFRS) € 2.11 € 0.12 -€ 0.56 € 1.95 -€ 0.94 € 0.68 € 1.27 € 1.50 € 2.64 € 3.87 € 4.94 € 5.90 
Underlying EPS (EADS) € 2.33 € 3.14 € 2.80 € 2.69 € 1.45 € 0.80 € 1.39 € 2.24 € 2.73 € 3.87 € 4.94 € 5.90 
Underlying EPS (Citi) € 2.33 € 3.14 € 2.80 € 2.69 € 1.45 € 0.80 € 1.39 € 2.24 € 2.73 € 3.87 € 4.94 € 5.90 
growth  14% 35% -11% -4% -46% -45% 75% 61% 22% 41% 28% 19% 
DPS € 0.65 € 0.12 € 0.12 € 0.20 € 0.00 € 0.22 € 0.45 € 0.60 € 1.09 € 1.55 € 1.97 € 2.36 
Average Shares 795 800 803 807 810 811 813 819 797 723 723 723 
Average Diluted Shares 800 804 806 808 811 811 814 821 798 724 724 724  

Source: Company Reports and Citi Research Estimates 
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Figure 6. EADS - Cash Flow Statement 2005-2016E (€ millions) 

 2005 2006 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 
             
Clean EBIT 2,852 3,759 3,626 3,330 2,148 1,344 1,794 3,006 3,700 4,560 5,650 6,620 
Depreciation and Amortisation 1,653 1,691 1,772 1,667 1,826 1,582 1,884 2,053 2,100 2,230 2,320 2,450 
Tax Paid -265 -239 -73 -393 -32 -215 -307 -376 -861 -1,143 -1,459 -1,743 
Associates/JVs -174 -106 -257 -161 -107 -104 -142 -201 -206 -218 -227 -240 
Movement in Provisions 175 2,150 2,268 1 1,767 334 719 1,072 -650 -650 -650 -650 
Underlying Net Interest  -155 -121 -199 36 -147 -236 -107 -285 -450 -440 -440 -430 
Customer Financing 174 1,160 61 -327 -406 63 135 -146 -300 -300 -300 -300 
Working Capital 1,065 -1,303 1,175 155 421 2,756 1,251 70 0 0 0 0 
Capex (Gross) -2,818 -2,708 -2,028 -1,837 -1,957 -2,250 -2,197 -3,270 -3,270 -3,100 -2,800 -2,700 
Other -153 -2,334 -3,236 141 -3,005 -487 -537 -474 -100 0 0 0 
FCF (pre-Acquisition) 2,354 1,949 3,109 2,612 508 2,787 2,493 1,449 -37 939 2,095 3,007 
per share € 2.96 € 2.44 € 3.87 € 3.24 € 0.63 € 3.44 € 3.07 € 1.77 -€ 0.05 € 1.30 € 2.90 € 4.16 
             
Net Acquisitions/Disposals 59 80 245 -53 77 -80 -1,535 -201 0 0 0 0 
FCF (post-Acquisition) 2,413 2,029 3,354 2,559 585 2,707 958 1,248 -37 939 2,095 3,007 
             
Contribution to Pension Plan Assets 0 0 -303 -436 -173 -553 -489 -856 -500 -500 -500 -500 
Equity Issued/Redeemed -101 59 46 63 12 -51 -66 139 -4,340 0 0 0 
Dividends -396 -552 -98 -107 -166 -7 -183 -379 -492 -869 -1,121 -1,425 
FX/Other -388 -2,796 -204 90 346 25 -457 459 0 0 0 0 
Change in Net Debt 1,528 -1,260 2,795 2,169 604 2,121 -237 611 -5,368 -430 473 1,083 
             
Net Debt/(Cash) b/f -3,961 -5,489 -4,229 -7,024 -9,193 -9,797 -11,918 -11,681 -12,292 -6,924 -6,494 -6,967 
Net Debt/(Cash) c/f -5,489 -4,229 -7,024 -9,193 -9,797 -11,918 -11,681 -12,292 -6,924 -6,494 -6,967 -8,050  

Source: Company reports and Citi Research 

 
 

Figure 7. EADS – Calculation of Adjusted Net Debt 2005-2016E (€ millions)  

 2005 2006 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 
             
Net Debt / (Cash) -6,080 -5,133 -7,883 -9,930 -10,449 -12,450 -12,136 -12,637 -7,269 -6,839 -7,312 -8,395 
Pension Provision 5,238 5,883 4,668 4,546 5,306 5,221 5,821 6,433 6,433 6,433 6,433 6,433 
Government Launch Aid 5,293 5,418 5,315 4,920 5,294 6,020 5,737 6,112 6,112 6,112 6,112 6,112 
Off Balance Sheet Customer Financing 644 526 440 415 382 379 323 169 169 169 169 169 
Provisions on Programmes 0 0 3,300 2,700 2,500 1,850 4,000 4,400 3,750 3,100 2,450 1,800 
Customer Advances 4,911 6,308 8,420 8,843 8,579 8,817 9,256 9,881 9,881 9,881 9,881 9,881 
MV Dassault Stake -2,873 -3,324 -3,166 -1,995 -2,605 -2,982 -2,828 -3,692 -4,463 -4,463 -4,463 -4,463 
Minority Interests 153 137 85 104 106 95 15 25 26 27 28 29 
Other 3,500 0 0 0 0 0 -700 0 0 0 0 0 
Adjusted Net Debt 10,786 9,815 11,179 9,603 9,113 6,950 9,488 10,691 14,639 14,420 13,298 11,566  

Source: Company reports and Citi Research 
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Figure 8. EADS - Discounted Cash Flow (€ millions) 

 2013E  2014E  2015E  2016E  2017E  TV 
       
Airbus Commercial 38,100 41,500 43,600 46,900 49,400 50,880 
Airbus Military  2,130 2,130 2,130 2,130 2,130 2,130 
Eurocopter 6,450 6,640 6,840 7,050 7,260 7,370 
Astrium 5,930 6,050 6,170 6,290 6,290 6,350 
Cassidian 5,570 5,400 5,400 5,400 5,400 5,400 
Other Businesses 1,520 1,520 1,520 1,520 1,520 1,520 
Headquarters/Consolidation -1,940 -1,940 -1,940 -1,940 -1,940 -1,980 
Sales 57,760 61,300 63,720 67,350 70,060 71,670 
       
Airbus Commercial  8.9% 5.1% 7.6% 5.3% 3.0% 
Airbus Military   0.0% 0.0% 0.0% 0.0% 0.0% 
Eurocopter  2.9% 3.0% 3.1% 3.0% 1.5% 
Astrium  2.0% 2.0% 1.9% 0.0% 1.0% 
Cassidian  -3.1% 0.0% 0.0% 0.0% 0.0% 
Other Businesses  0.0% 0.0% 0.0% 0.0% 0.0% 
growth  6.1% 3.9% 5.7% 4.0% 2.3% 
       
Airbus Commercial 2,320 3,100 4,070 4,920 5,730 5,000 
Airbus Military  90 90 90 90 90 90 
Eurocopter 460 510 560 610 630 590 
Astrium 350 390 430 470 470 440 
Cassidian 330 320 350 380 380 350 
Other Businesses 50 50 50 50 50 50 
Headquarters/Consolidation 100 100 100 100 100 100 
EBITA 3,700 4,560 5,650 6,620 7,450 6,620 
       
Airbus Commercial 6.1% 7.5% 9.3% 10.5% 11.6% 9.8% 
Airbus Military  4.2% 4.2% 4.2% 4.2% 4.2% 4.0% 
Eurocopter 7.1% 7.7% 8.2% 8.7% 8.7% 8.0% 
Astrium 5.9% 6.4% 7.0% 7.5% 7.5% 7.0% 
Cassidian 5.9% 5.9% 6.5% 7.0% 7.0% 6.5% 
Other Businesses 3.3% 3.3% 3.3% 3.3% 3.3% 3.0% 
margin  6.4% 7.4% 8.9% 9.8% 10.6% 9.2% 
       
Taxation -1,022 -1,260 -1,561 -1,829 -2,058 -1,829 
NOPAT 2,678 3,300 4,089 4,791 5,392 4,791 
       
Capital Expenditure -3,270 -3,100 -2,800 -2,700 -2,800 -2,870 
% of Sales 5.7% 5.1% 4.4% 4.0% 4.0% 4.0% 
Depreciation 2,100 2,230 2,320 2,450 2,550 2,610 
% of Sales 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 
Capex/Depreciation  1.6x 1.4x 1.2x 1.1x 1.1x 1.1x 
Working Capital 0 0 0 0 0 0 
% Sales 0% 0% 0% 0% 0% 0% 
FCF 1,508 2,430 3,609 4,541 5,142 58,830 
       
EV 45,593      
Adjusted Net Debt (2012E) -10,691      
Buyback -4,340      
Further A350 Charges / A380 Charges -1,600      
Free Cash Flow -15,123 2,430 3,609 4,541 5,142 58,830 
Shares 797 723 723 723 723 723 
PV of FCF per share -€ 18.97 € 3.36 € 4.99 € 6.28 € 88.44 € 81.34 
       
DCF Value per share € 48.50       

Source: Company Reports and Citi Research Estimates 
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EADS 
 
Company description 

EADS is a European aerospace and defence company centred on Airbus 
Commercial, which represents c60% of group sales. Airbus Commercial 
manufactures large commercial jet aircraft and forms half of a duopoly globally with 
Boeing. The other EADS businesses include Airbus Military (military transport and 
refueling aircraft), Eurocopter (helicopters), Cassidian (with exposure to MBDA 
missiles and the Eurofighter programme) and Astrium (satellites and launchers). 
EADS also has also a 50% stake in ATR, a regional aircraft manufacturer (alongside 
Finmeccanica). 
 
Investment strategy 

We rate EADS Buy. We view EADS as a leveraged play on civil aerospace OE, 
upon which we remain positive both in the near term and as a long-term growth 
story. For EADS we forecast strong EPS growth from a depressed base due to 
rising aircraft deliveries, underpinned by the large order backlog, and margin 
improvements in the core Airbus business driven by higher volumes, pricing 
improvements, FX and reducing A380 losses. We are positive on the ability for 
EADS to deliver the A350XWB programme without further significant charges. 
EADS has a strong balance sheet, with a large net cash position, which also makes 
it attractive in the current environment of macroeconomic uncertainty, in our view. 
EADS has additionally announced a major restructuring of the strategic 
shareholders and a 15% buyback, which should help support further re-rating, in our 
view. 
 
Valuation 

Our one-year Target Price of €48.50/share is based on DCF model using a 
conservative set of assumptions, including a 10% WACC, 2.3% long-term growth 
and a mid-cycle margin assumption of c9% for the group and for Airbus Commercial 
(at $1.28/€). EADS targets a 10% Airbus Commercial margin by 2015E (at $1.30/€) 
before the dilutive impact of early A350XWB deliveries. Our Target Price equates to 
12.5x 2014E P/E (vs. EADS' long-run average of c13x) and 10.0x 2014E EV/EBIT. 
Our Target Price equates to 0.74x 2014E EV/Sales vs. our mid-cycle margin 
assumption of c9% and 7.4% in 2014E, rising to 8.9% in 2015E. 
 
Risks 

The key risks to our investment thesis on EADS are: (1) potential further cost 
overruns on the A350XWB programme; (2) execution risks surrounding Airbus' 
plans to ramp up narrow-body production; (3) management's attempts at 
transformational M&A (like the now aborted merger with BAE); (4) transactional FX 
risk; (5) increase in demand for vendor financing, worsening cash flows, if credit 
markets tighten or continued export credit agency support is not forthcoming; (6) 
Power 8 cost cutting plan failing to achieve the targeted cost savings as incremental 
savings prove harder to attain; (7) continued difficulties ramping up A380 
production; (8) continued cost overruns on the A400M military transporter 
programme; (9) the potential for a late-cycle decline in civil aircraft deliveries; (10) 
re-engining the A320 could prove technically and commercially risky, and lead to 
even higher R&D costs at Airbus Commercial; (11) the complex nature of the 
business, making it difficult to model and hard to value. Recurring non-recurring 
items can make estimating the underlying profitability of the business tricky.  
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If any of these risk factors has a greater downside impact than we anticipate, the 
share price will likely have difficulty attaining our target price. Conversely, if the 
impact of any of these upside risks is greater than we anticipate, the stock could 
exceed our target price. 
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only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 
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Citigroup Global Markets Ltd Jeremy Bragg 
Citigroup Global Markets India Private Limited Devang Doshi 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 28 March 2013 05:30 PM on the issuer's primary market. 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to EADS. (For an explanation of the determination of significant 
financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.) 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any 
available Morgan Stanley research reports in addition to Citi Research research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith 
Barney LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at 
www.morganstanleysmithbarney.com/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 
This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was 
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is 
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 



EADS (EAD.PA) 
2 April 2013 Citi Research
 

 14 

Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 
39 Da-dong, Jung-gu, Seoul 100-180, Korea.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please 
contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, 
the Product.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 
2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom 
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation 
or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office 
is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African 
Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers in South Africa.  The 
Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega 
Y Gasset, 4th Floor, Madrid, 28006, Spain.  The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities 
Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the 
Republic of China. CGMTS and CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the 
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Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written 
authorization of CGMTS and CSTL]. If the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the 
Product nor any information contained in the Product shall be considered as advertising the securities or making recommendation of the securities in the 
Republic of China. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or 
financial products. Any decision to purchase securities or financial products mentioned in the Product must take into account existing public information on 
such security or the financial products or any registered prospectus.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., 
which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, 
Thailand.  The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere 
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets 
Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial 
Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A 
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The 
Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This 
material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to 
where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The 
Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and 
Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU Member States, the Product is made 
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other 
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on 
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Reuters and Datastream. 

© 2013 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on 
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the 
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The 
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, 
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site 
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does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
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