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First successes from growth strategy visible 4
Continuously good general economic conditions >
Preliminary Q2 figures above expectations >
Price target increased from € 38.00 to € 43.00 >
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Buy R. Stahl 07/26/2007
Reason: Company Update
Target price: € 43.00 Growth strategy with first successes
Price: € 35.25
07/26/07 The continuously good economic situation allows us to expect a lastingly positive
13:06 h business performance. Implementation of the company strategy is already showing
acceleration in growth, which in our opinion should continue. The sales mix and the
Last rating/Target required intermediate input almost inevitably cause slight damage to the margin
price: performance, which we estimate to be temporary. All in all we expect a continuation
Buy /€ 38.00 of the positive earnings trend. In view of the favourable valuation, we are affirming
Last analysis: our Buy recommendation and increasing the price target from € 38.00 to € 43.00.
12/22/2006
S&P rating: n.a.
Expllesiion protcden Share ratio Earnings per share EV/Sales EV/EBITDA PER
Number of shares: new old
5,9 m € €
Market capitalisation: 2006 1.75 1.63 1.1 7.0 18.7
€208.8 m 2007e 1.90 2.01 1.0 6.3 18.6
Index: Prime Industrial 2008e 2.40 2.38 0.9 5.9 14.7
Index weight: 0.05 % 2009e 2.72 n.a. 0.8 5.4 13.0
Beta: 0.80
Company ratios Sales EBITDA EBIT EBIT-Margin Net result
Accounting: m€ m€ m € m €
IFRS 2006 167.1 25.4 18.5 11.1% 12.6
Calendar: 2007e 191.5 28.9 21.1 11.0% 12.8
Quarterly report on 2008e 212.1 32.7 24.6 11.6% 14.2
08/14/2007 2009e 230.2 35.9 27.6 12.0% 16.1

2007e dividend: 1.00

® According to the preliminary key data published today, the order intake was in-

ISIN: DE0007257727 creased in Q2 by 29 % to € 55.9 m (LBBWe: € 49.9 m) and thus asserted its dy-
Bloomberg: RSL1 GY namic from Q1 well. Sales increased by 27 % to € 49.9 m (LBBWe: € 47.0 m).
Reuters: RSLG.DE Thus growth could even be accelerated compared to Q1. EBT increased by 17 %

to € 5.4 m (LBBWe: € 5.0 m). As such, an EBT margin of 10.4 % was achieved in
Q2 (Q1 adjusted 9.6 %), which was slightly above the higher end of the forecast
Harald Rehmet range. Net income was burdened by a one-off tax provision of €2.5 m and thus

BA in Business Administration reached a level of just € 5.5 m in the first half year.
Investment Analyst

Tel. +49 711 127-74504 m R. Stahl today increased its sales forecast by € 10 m to between € 190 m and €
e R L e 200 m and expects its gross sales return from now on to be in the top area of

Equity Research the forecast range of 8 % to 10 %.

Landesbank Baden-
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Am Hauptbahnhof 2
70173 Stuttgart

oo BB de Please note the disclaimer on the last page of this study.
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Valuation

Valuation according to multiples

Peer Group PER EV/Sales EV/EBITDA EBITDA-
2007e 2008e 2007e 2008e 2007e 2008e Margin 08e
Cooper Industries 18,9 16,8 1,94 1,81 11,8 11,0 16,5%
Hubbell Inc. 18,2 15,6 1,37 1,30 10,6 9,6 13,5%
MTL Instruments 17,9 15,3 1,20 1,04 9,9 8,3 12,5%
Median 18,2 15,6 1,37 1,30 10,6 9,6 13,5%
Average 18,3 15,9 1,50 1,38 10,8 9,6 14,2%
R. Stahl 18,1 14,0 0,98 0,88 6,5 5,6 15,7%

Markup/markdown to -0,8% -10,2% -28,9%  -32,3% -39,1%  -41,5%

peer group-Median

Source: Value Line, I/B/E/S, LBBW

m  The valuation of R. Stahl takes place based on established market value multi-
ples by comparison with the average values of the peer group, which consists
of listed competitors. One limiting factor should, however, be taken into con-
sideration: both US companies provide a relatively wide range of electro-
technical products, and thus the share of explosion prevention only plays a
subordinate role.

®m This shows that the EV figures continue to be significantly below the median of
the comparison group. In general, the valuation gap has again increased re-
cently after all three peers had share price increases between 27 % and 29 %
since the beginning of the year. R. Stahl, however, was only able to increase by
6 %, which in our opinion does not seem to be fundamentally justified.

Discounted cash flow valuation

B As an alternative to the valuation according to multiples, we have again valued
R. Stahl using a discounted cash flow model (DCF). This has enabled the posi-
tive future prospects of the company to be accounted for adequately in the
longer term.

B To value the group by means of a discounted cash flow, we chose the entity
approach. In it, the free cash flow is calculated under fiction of complete self-
financing of the company for each of the plan years. The capital structure
flows over the target capital structure into the weighted average cost of capital
(WACC).

B The assumptions have been adjusted to the changed estimates in comparison
to the last valuation. Increasing interest rates and a lower market risk pre-
mium led to a slight increase in WACC from 7.1 % to 7.3 %.
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DCF model - input parameters

Riskfree interest rate 4,6%
Market risk premium equity 4,4%
Beta factor 0,8
Cost of equity 8,1%
Cost of debt (after tax) 4,0%
Equity ratio (market value) 80,0%
WACC 7,3%
Terminal growth rate 1,0%

Source: LBBW

B The expected development of the operating free cash flows is shown from
2007 to 2016, whereby detailed forecasts form the basis in the first phase
through 2009. The second phase from 2010 until 2016 is an update of the es-
sential value drivers with digressive progress. We have assessed the EBIT mar-
gin more cautiously than expected for the last forecast year.

Free Cash Flow (€m) 2007e 2008e 2009e 2010e 2011e 2012e 2013e 2014e 2015e 2016e

Sales 192 212 230 250 270 290 310 330 350 370
growth (yoy) 14,6% 10,8% 85% 85% 80% 7,5% 7,0% 6,5% 6,0% 55%
EBIT 21,1 24,6 27,6 30,0 31,0 31,9 32,6 33,0 333 333
EBIT margin 11,0% 11,6% 12,0% 12,0% 11,5% 11,0% 10,5% 10,0% 95% 9,0%
- taxes on EBIT 7,4 8,6 9,7 10,5 10,9 11,2 11,4 11,6 11,6 11,6
Tax ratio 35,0% 35,0% 35,0% 35,0% 35,0% 35,0% 35,0% 35,0% 35,0% 35,0%
+ Depreciation 7,8 8,1 8,3 9,0 9,7 10,1 10,9 11,6 12,3 12,9
of sales 4,1% 3,8% 3,6% 3,6% 3,6% 3,5% 3,5% 3,5% 3,5% 3,5%
Accruals 46,0 48,8 50,6 52,5 55,3 58,0 60,5 62,8 64,8 66,5
of sales 24,0% 23,0% 22,0% 21,0% 20,5% 20,0% 19,5% 19,0% 18,5% 18,0%
+ Delta accruals 1,9 2,8 1,9 1,8 2,8 2,7 2,5 2,3 2,0 1,7
= Operating Cash Flow 23,4 26,9 28,1 30,3 32,7 33,6 34,5 35,3 35,9 36,3
- Capex 9,6 10,2 10,4 10,5 10,8 1,3 11,8 12,2 12,6 12,9
of sales 5,0% 4,8% 4,5% 42% 4,0% 3,9% 3,8% 37% 3,6% 3,5%
Net Working Capital 28,7 31,8 34,5 37,5 40,5 43,5 46,5 49,6 52,5 55,4
of sales 15,0% 15,0% 15,0% 15,0% 15,0% 15,0% 15,0% 15,0% 15,0% 15,0%
- Delta Net Working Capital -2,0 3,1 2,7 2,9 3,0 3,0 3,0 3,0 3,0 2,9
= Free Cash Flow 15,8 13,6 15,0 16,9 18,9 19,2 19,7 20,1 20,3 20,4
Present Value 14,3 11,5 11,8 12,4 12,9 12,3 11,7 11,1 10,5 10,6

Source: LBBW

m A fair value per share of € 43.86 is calculated based on the DCF model, which
gives an upside potential of 24 %.

Fair Value per share (€m.)

Present Value Free Cash Flow planned years 108,2
+ Present Value Terminal Value 179,5
= Enterprise Value 287,7

TV of Enterprise Value 62,4%
- Net Financial Debt 26,6
- Minorities 1,2
+ Peripheral Assets 0,0
= Market cap total 259,9
/ number of common stocks 5,9
= Fair Value per share (€) 43,86

Source: LBBW
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Recommendation

B The continuously good economic situation allows us to expect a lastingly posi-
tive business performance. Implementation of the company strategy is already
showing acceleration in growth, which in our opinion should continue. The
sales mix and the required intermediate input almost inevitably cause slight
damage to the margin performance, which we estimate to be temporary. All in
all we expect a continuation of the positive earnings trend. In view of the fa-
vourable valuation, we are affirming our Buy recommendation and increasing
the price target from € 38.00 to € 43.00

Development in the current business year

Company data HJ 2007 HJ 2006 change
Incoming orders (€ m) 111,1 86,5 28,4%
Net sales (€ m) 97,2 78,2 24,3%
EBT* (€ m) 11,5 8,6 33,7%
*incl. € 1.55 m extraordinary profit Source: R. Stahl, LBBW

®m  The growth of the order intake and sales has benefited from the most recent
portfolio transactions (sale of IT division and Tranberg acquisition) by approx.
€ 5 m. The adjusted growth rates thus reach 23 % (order intake) and 18 %
(sales), though this still shows growth acceleration compared to the previous
year.

B The main drivers were the systems and initial equipment business. However, it
is out of the question to say that only a number of large orders are responsi-
ble for the high growth. Regional sales growth in Asia (+51 %) and America
(+46 %) was especially pleasing. The order backlog reached a record level as of
the end of June with € 45.4 m, which was mostly due to longer-term projects
but also, to a lesser extent, longer lead times.

® A book gain of € 1.55 m resulted from the sale of the small IT division, which
was taken over in January by the Dutch company Centric. With a plus of 15 %,
the operating profit (EBT) adjusted by this income rose under-proportionately
to sales. Not only was the increasing share of initial equipment business no-
ticeable here, but the implementation of the growth strategy was as well,
which emerged in a temporary levelling off of the earnings dynamic.

Outlook

m R. Stahl expects sales of between € 190 m and € 200 m (sales increase of 14 %
to 20 %) for the current financial year and an EBT level at the higher end of the
“usual” range of 8 % to 10 % (previous year 9.9 %). This forecast underlines in
our opinion two incompatible trends, which have an effect here.

® The increasing sales share of low margin initial equipment orders burdens the
earnings performance temporarily, but is an indispensable base for the main-
tenance and after-market equipment business in the future. Furthermore,
there is the implementation of the growth strategy, which initially necessitates
an array of intermediate inputs. This means that earnings growth must be
generated more intensely over the top line, as the margin performance should
stagnate or even slightly decrease in the current year.
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The margin performance, however, is benefiting from the sale of the IT busi-
ness, which contributed a slightly negative EBT of € -15 K last year with sales
of € 8.7 m. Furthermore, the book gain achieved from this sale cushions earn-
ings, as it was posted as other operating income. In order to make the operat-
ing profit more visible, we have identified this contribution to earnings as “dis-
continued”. Moreover, we have adjusted the EPS effect for our yearly forecasts
(€ 0.26 after € 0.38) as in the previous year.

R. Stahl got a large-scale order for 25,000 lights for the world’s largest refin-
ery, which Reliance is currently building in India. On this basis, they began
considerably extending the Chennai location last year. In addition to setting up
a local lighting unit, the company is also becoming more and more integrated
in the international supply chain. This should mean that the workforce will rise
from currently at least 50 employees to more than 100 in the coming two
years.

Annual growth of 15 % is targeted in the America and Asia regions. This was
already achieved in America in 2006. The strengthened sales expansion and
the larger (certified) product range can be noted here. In our opinion, 2007
should see both regions surpassing their targets.

Taking into consideration the good order trend, we expect conservatively es-
timated sales of € 191.5 m (+14.6 %), which taking into consideration the sale
of the information technology means that we need to raise our forecast. We
have thus dropped our EBIT estimate slightly. A significant aspect results from
the acquisition of Tranberg. The disclosure of hidden reserves in the amount
of € 5.6 m (purchase price € 8.9 m) means a yearly accrual of an additional €
0.6 m for intangible fixed assets alone (without goodwill). Earnings per share
of € 1.90 and € 2.16 result from this without the sales proceeds.

A series of strategic measures will have an increased effect on sales in 2008,
so that we assume higher growth than before (+8.3 %) with a plus of 10.8 %.
However, concerning the initial equipment share in view of the margin per-
formance, we are somewhat more cautious than before. On the other hand, we
expect a considerable tax relief after the tax reform comes into effect. In view
of the high share of leasing contracts for land and buildings, we are initially
budgeting a tax rate of 35 %. In our estimate, earnings per share of € 2.40
should result from this (previously € 2.38).

By 2011 sales should be back up at the level before the sale of the material
handling technology, i.e. € 250 m to € 300 m. Internal growth of 10 % is the
aim. In addition, two smaller acquisitions similar to Tranberg (2006 sales € 13
m) could come in the medium term. The gross return on sales should continue
to range from 8 % to 10 %.

These mid-term forecasts are very cautious. Without acquisitions we already

expect sales to be mid-range. In our assessment, the margin should increase
further in the medium term after investments in growth as with the sales mix
have stabilised by that time.
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Income statement 2005 2006 2007e 2008e 2009e
€m

Net sales 150,2 167,1 191,5 212,1 230,2
Change in inventories + other own work capitalised 1,3 4,9 41 3,2 2,3
Total operating performance 151,5 172,0 195,6 2153 232,5
Cost of materials 45,9 54,3 66,2 73,8 80,5
Personnel expenses 62,8 66,3 71,4 77,1 82,5
Other operating expenses 30,1 32,6 35,6 38,2 40,1
Other operating income 4,0 6,6 8,0 6,5 6,5
EBITDA 16,7 25,4 28,9 32,7 35,9
Margin 11,0 14,8 14,7 15,2 15,4
Depreciation and amortisation 7,4 6,9 7,8 8,1 8,3
EBIT 93 18,5 21,1 24,6 27,6
Margin 6,2 11,1 11,0 11,6 12,0
Financial result -42 -2,0 -2,1 -1,9 -1,8
EBT 5,1 16,5 19,0 22,7 25,8
Margin 34 96 97 10,5 11,1
Taxes on income 5,0 5,9 7,2 7,9 9,0
EAT 0,1 10,6 11,8 14,8 16,8
Margin 0,1 6,2 6,0 6,9 7,2
Earnings discontinuing operations 32,5 2,2 1,6 0,0 0,0
Minorities 0,4 0,3 0,5 0,6 0,7
Net profit 32,2 12,6 12,8 14,2 16,1
Earnings per share (€)* 1,45 1,75 1,90 2,40 2,72

* Earnings per share adjusted and without discontinuing operations
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Please note
This research report is impartial investment research. A copy of our policy on impartial investment research is available
on request. Please note that the individuals who prepared this research report may also be involved in the preparation of

non-impartial research.

This research report and the information contained therein is furnished and has been prepared solely for information
purposes by LBBW. It is furnished for your private information with the express understanding, which recipient acknowl-
edges, that it is not an offer or solicitation to buy, hold or sell, or a means by which such securities or related derivatives

may be offered or sold.

This research report is not an invitation nor is it intended to be an inducement to engage in investment activity for the
purpose of section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that
this research report does constitute such an invitation or inducement, it is directed only at (i) persons who are invest-
ment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promo-
tion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); or (ii) persons who fall within
Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order
(all such persons together being referred to as "relevant persons”). Any investment or investment activity to which this
research report relates is available only to such persons and will be engaged in only with such persons. Persons who are

not relevant persons should not rely on this research report.

The information in this report has been obtained by LBBW from sources reasonably believed to be reliable. LBBW can not
verify such information, however, and because of the possibility of human or mechanical error by our sources, LBBW or
others, no representation is made by LBBW that the information contained in this report is accurate in all material re-
spects, reliable or complete. LBBW does not accept any liability for the accuracy, adequacy, or completeness of any in-
formation and is not responsible for any errors or omissions or the result obtained from the use of such information.
None of LBBW, its affiliates, directors, officers or employees shall have any liability whatsoever for any indirect or conse-
quential loss or damage arising from any use of this report. The recommendations contained in this report are state-
ments of opinion and not statements of fact. Changes to assumptions, opinions and estimates may be made without no-

tice and may have a material impact on any performance detailed.

Percentage of companies within this rating category
Buy Hold Sell
44.9 % 40.6 % 14.5%

Rating History

Date Rating
11/21/2003 Buy

Historic information on performance is not indicative of future performance. LBBW may have issued, and may in the fu-
ture issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in
this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared
them and LBBW is under no obligation to ensure that such other reports are brought to the attention of any recipient of
this report. However, where a recommendation in a research report differs from the recommendations in this report,
concerns the same security, derivative or issuer and is issued within twelve months of this report, LBBW will indicate

clearly and prominently such change and the date of this report in the new report.

Nothing in this report constitutes legal, accounting or tax advice. This report has no regard to the specific investment
objectives, financial situation or needs of any specific recipient. Investments in general involve some degree of risk. The

investments discussed in this document may not be suitable for all recipients and an investor may not get back the

amount originally invested. Recipients should make their own investment decisions based upon their own financial objec-

tives and financial resources. If in doubt, prior to taking any investment decision recipients should contact an investment
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adviser. Where investment is made in currencies other than the investor's base currency, movements in exchange rates

will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change.

This document is intended for the benefit of market counterparties and intermediate customers (as detailed in the UK Fi-

nancial Service Authority's rules).

Distributed in the UK by LBBW, which is authorised and regulated by the Financial Services Authority.

Please note that LBBW or an associated enterprise of LBBW
- supports the company in the market by entering buy or sell orders
- has made an agreement on the production of financial analyses relating to the issuer or its financial instru-

ments



