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F E G Maintainsd
Growth story is over Sell
Polard Market cap PLMZ.S57.7m
ConsTudion & Maternas Bloomioen PEG PW
After the sale of majority stakes in two subsidiaries, we  Price (1401101) FLH202.0
believe PBG will struggle to show EPS growth in 2041 and Previously FLM200.0
2012. The planned expansion into new segments, the power  1arget prica [12-mi) FLN180.0
industry and waste disposal plants, will deferiorate profit  Forecast tofal refum 13.2%
margins. Owr 20H1F EPS forecasts are 11% below

consensus but we believe the growth story is over unless 4010 preview

the company can manage fo attract new large signings in
the coming months. SELL with a new TP of PLM180.

Investment case

In September 2010, PBG announced its intention to sell a 51%
stake in subsidiary Hydrobudowa Polska (HEF PW; PLNZ.T2; MNR)
as well as a 51% siake in road construction subsdiany Apriviain a
transaction valued at €126.5m to Spanish contractor OHL The
company expects completon of the deal as of beginning 2Q211.
After the transaction, PBIG will retain 3 13% stake in HEP. In crder
to consolidate HBP's resalts a5 an associated cormpany, PBG wil
gradually morease its stake bo 20% on the WSE. The alliance with
CHL should enable the expansion of PBG's gasioil operabions in
Westerm Eurcpe and South America. The company also has
hopes on a joint bidding process in the prospective local highway
concession business in the future.

We exchude HEF from PBG's modsel as of the beginning of 2011.
The transaction has a very high probability of success we
befieve Following the sale of HBEP, the company's backlog
decreases from PLNS.2bm to around PLMZ4bn as of the
beginning of December 2010, OF PBG's backlog more than
PLMZ 2on constifutes gasloil conracts, with the remaining
PLMO 200 attributable to small size power indusiny contracts.
Given an estimated PLM1.Ton in revenue, PBG's backlog
cowerage of forward rewenues wil amournt to 18 months
compared with 18 and 28 months as of the begnning of 2010
and 2009, respectively.

In med January, founder and CED Jerzy Wisniewski sold 500,000
shares or 2.0% of equity in of-session fransactions at FLM204.5
per share. Mo detals regarding a reason for the sale or the wse
of the PLN10dm cash proceeds wers provided. After the
transaction. the CEO's stake in PBG decreased to 28.1% in
equity and 414% in voting nghts. The disposal of shares is
riegative in our wiew, especially given PBG's high transparency
and highly rewarded relations with its investors in the past.

PBG remains budlish for 2011, Latest management statements
see net profit flat Yo, Given PLMZ20m met profit guidance in
2010 and ouwr 2011F top ine of PLM2 Obn translates into 10.7%
net profit margin, but 122295 i we exchede HBP and Apeivia from
1211 results. Since inception in 1984, PBG has never reported
net profit margns in excess of B%.

SELL rmaintained, with cur DCF and peer valuation-based TP

cut to PLN180. PBG rades at 201112F PER of 14.0/14 82, in
Ime with peers in 2011 but a double-digit premiem for 2012F.

Revenue growth at 12.59% stemming primarily from intensification
of gas&oil contracts, Wierachowice and LMG. EBIT margn dowm
to 1001% from 14.0% n 4009 following a deterioration of profit
margns at Hydrobudowa Polska due to a higher share in
reveriues of bower margined indusirial construction confracts.

4010F results preview (21 March) (PLNm)
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Earnings drivers and cutlock

(ziven the curent backiog of ondy PLM1_Bbn, we wormy about the
2012F top line. PBG's key confracts, LMG terminal and LMG,
secure almost PLMD.Sbn of nexd year's revenues but the award
of confracts in new segments, the power indusiry {alliance with
Alstorn for joint bidding both on gas and coal block tenders) and
waste disposal plants, will be the driver behind future growth. In
2011 and 2012, the company wants to atiract at keast one
contract in the power segment out of a total of PLN2Bn and
several in waste disposal plants (PLMNSon). In new businesses
for PBG we expect a challenging 2012, Owr current forecast
sees M111F net profit at PLNZ13m and a further decrease io
PLM200m in 2012F. Our estmates are 11% below 2011F net
profit market consersus of PLM240m and 23% lower than
PLM280m consensus for 2012F. We do not include the potential
positive book impact from the sale of HBP and Aprivia in our
2011F. Other operating income following that ransaction might
resch even tens of milion PLMN and would be booked in 2011.
Drivers of PBG's eamings and, simultanscusly, the share prics in
the comimg months will be the potential acquisition of Fsted
powrer industry confractor, Energomontaz Poludnie (EPD P
FLM3.75; MR), n which PBG holds a 25% stake and intends to
gam the confroling interest but faces resistance from other
shareholders. Alematively, PEG wanis to enier the power
segment via the acquisiion of a private company. The envisaged
taksower of a company expenenced in the power segment will in
our view be crucial to investors' perception of PBG's ambitions in
that segment. Among share price drvers, we ako see 2011
guidance amnmouncement scheduled for sarly 2011 and large
contract signings in excess of PLMO.Sbn.
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