Sonae Industria
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Portugal/ Construction & Materials Preview note
Investment Research 02 May 2008
Buy Higher operating costs impact EBITDA margin in 1Q08
Recommendation unchanged
Share price*: EUR 4.48 The facts: Sonae Industria will release its 1Q08 results on May 7, after the market
Target price: EUR 6.90 close.
Target Price unchanged
Reuters/Bloomberg SONL.LS/SONIPL

Our analysis: Our estimates for the first three months of 2008 are depicted in the
Accounting Standard/Since IFRS/2005 table below, were we expect a deterioration of operating margin against the same
Market capitalisation (EURm) 627.0 period of 2007 due to the increase of costs namely wood and methanol.
No. of shares (m) 140.0
Free float 41.9%
Daily avg. no. trad. sh. 12 mth 730,800  Main figures
Daily avg. trad. vol. 12 mth (m) 5.00 %
Price high 12 mth (EUR) 10.95 _EURm 1Q08 1Q07 change
Price low 12 mth (EUR) 416 Revenues " 520.7 539.0 -3.4%
Abs. perf. 1 mth 09%  EBITDA " 53.2 69.0  -22.9%
Abs. perf. 3 mth S5T%  EBITDAmargin®  102%  12.8% -2.58 p.p.
Abs. perf. 12 mth -52.1% EBIT 250 40.0 37.4%
(EUR) 12/07  12/08e  12/09e Net Profit 7.0 13.0 -46.0%
Sales (m) 2,066 1,976 2,077 ) )
EBITDA (m) 355 268 277 (1) Excluding non-recurrent items
EBITDA margin 17.2%  13.6%  13.3%
EBIT (m) 205 160 164
ﬁft’;’zz:g(;’; o 9'9;/‘; 8‘1;/"7 7'9;/‘; In the case of methanol, there was a 25% YoY increase of prices in the 1Q08, a very
ROCE g 3.9 6.8% 69y  Significant increment if we consider that chemicals have a c. 30% weight in variable
Net debt/(cash) (m) 798 767 775  costs.
Debt Equity 126.9%  117.6%  112.1%
Debt/EBITDA 2.2 29 2.8
Int. EBITDA/Fin.int 44 48 5.2
;wsc;::r( inng 10 0.7 06 Conclusion & Action. Typically the company is affected in the operating cost line by
EV/EBITDA 56 5.0 48 the performance of chemicals (oil based) and wood prices. We expect that pressure in
EV/EBITDA (adj.) 8.9 5.0 48  terms of costs may be less demanding in the second quarter, when we already can
g)'E'E(S",T) 12; Sz g; see a dramatic decrease in methanol prices. Our price target FY08 is EUR 6.90 per
PIBY ’ 21 10 10  Share with a Buy recommendation.
FCF yield -3.3%  129%  10.9%
Dividend yield 6.3%  54%  57%
EPS (adj.) 0.56 0.48 051 Analyst(s): Carlos Jesus +351 21 389 6812 carlos.jesus@caixabi.pt
BVPS 4.25 4.42 470
DPS 0.28 0.24 0.26
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Source: Datastream

Shareholders: Efanor 51%; Sonae Capital 7%;

*closing price as of 0105/2008
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Sonae Industria ESN

Sonae Industria: Summary tables

PROFIT & LOSS (EURm) 2004 2005 2006 2007 2008e 2009e CAGR 09/04
Sales 1,580.1 1,465.0 1,699.3 2,066.3 1,975.7 2,077.3 5.6%
Cost of Sales & Operating Costs (excl. Pers. Expenses) -1112.0 -1,330.8 -1550.6 -1438.4 -1516.4

Personnel Expenses -206.0 -244.5 -290.5 -269.4 -284.1

Non Recurrent Expenses/Income 64.0 139.0 129.6 0.0 0.0

EBITDA 2271 211.0 263.1 354.8 267.8 276.8 4.0%
EBITDA (adj.)* 147.0 124 .1 225.2 267.8 276.8

Depreciation, Amortisation & Write Downs -133.3 -102.6 -#43.1 -149.8 -107.3 -113.2

EBIT 93.8 108.4 120.1 205.0 160.5 163.5 1.7%
EBIT (adj.)* 443 -19.0 754 60.5 163.5

Net Financial Interest -47.5 -44.1 -67.8 -80.5 -559 -53.6

Other Financials -209 0.0 0.0 0.0 0.0 0.0

Associates 0.0 0.1 0.0 0.1 0.0 0.0

Other Non Recurrent Items 34.0 -0.1 0.1 0.1 0.0 0.0

Earnings Before Tax(EBT) 59.5 64.3 523 °4.7 1046 109.9 13.1%
Tax -18.6 -27.8 -18.7 -35.3 -279 -29.3

Tax rate 312% 43.3% 35.7% 28.3% 26.6% 26.6%

Discontinued Operations 34.0 0.0 0.0 0.0 0.0 0.0

Minorities -11.7 0.0 -1.3 -10.8 -9.4 -9.8

Net Profit (reported) 29.2 36.5 32.3 78.7 67.4 70.8

Net Profit (adj.) 72 36.5 323 78.7 674 70.8

CASH FLOW (EURm)

Cash Flow from Operations before change in NWC 67.0 1384 %16 206.4 184.1 193.9 3.0%
Change in Net Working Capital -47.0 0.0 -24.9 -46.3 46.8 -2.0

Cash Flow from Operations 120.0 138.4 116.7 160.1 230.8 181.9

Capex -35.0 -410 -312.0 -2018 -160.0 -113.2

Free Cash Flow 85.0 97.4 -195.3 -41.7 80.8 68.7 -4.2%
Net Financial Investments 0.0 0.0 0.0 0.0 0.0 0.0

Dividends 0.0 0.0 0.0 -39.2 -34.0 -35.7

Other (incl. Capital Increase & share buy backs) 0.0 0.0 0.0 340 35.7

Change in Net Debt 97.4 -195.3 -80.9 80.8 68.7

NOPLAT 56.5 -24.2 554 118.0 0.2

BALANCE SHEET & OTHER ITEMS (EURm)

Net Tangible Assets 1150.0 1128.0 1234.6 13428 1385.5 1385.5

Net Intangible Assets (incl.Goodwill) 0.7 454 516 110.9 110.9 110.9

Net Financial Assets & Other "2 68.3 741 63.5 63.5 63.5

Total Fixed Assets 1,183.8 1,241.6 1,360.3 1,517.3 1,559.9 1,559.9 5.7%
Net Working Capital 118.1 2204 2454 2916 2449 256.8

Total capital invested/employed 1287.7 1,393.8 15315 17454 17413 1,753.3
Shareholders Equity 405.6 483.9 520.0 595.1 618.4 657.6 10.1%
Minorities Equity 412 45.0 28.1 337 337 337

Net Debt 583.3 635.8 753.3 797.7 767.2 774.6 5.8%
Provisions 46.8 225 424 458 458 458

Other Liabilities 2250 3154 364.0 4033 403.3 403.3

Total Market Cap 524.6 747.8 984.2 1,260.5 627.2 627.2

Enterprise Value (EV adj.) 1135.0 13164 1663.4 1994.6 1330.9 1338.3

MARGINS AND RATIOS

Sales growth 9.7% -7.3% 16.0% 216% -4.4% 5.1%

EBITDA growth 518% -7.% 24.7% 34.8% -24.5% 3.3%

EBIT growth 3042.3% 15.5% 10.8% 70.8% -217% 19%

EBITDA margin 14.4% 14.4% 15.5% 17.2% 13.6% 13.3%

EBIT margin 5.9% 7.4% 7.1% 9.9% 8.1% 7.9%

Debt/Equity (gearing) 130.6% 120.2% 137.4% 126.9% 117.6% 112.1%

Debt/EBITDA 26 3.0 29 22 29 238

Interest cover (EBITDA/Fin.interest) 48 4.8 39 44 48 52

ROCE (adj.) 4.1% -16% 3.2% 6.8% 6.9%

WACC 10.9%

ROCE (adj.)/WACC

EVICE 0.87 0.94 109 14 0.76 0.76

OpFCF/EV 7.5% 7.4% -M7% -2.1% 6.1% 5.1%

EV/Sales 0.72 0.90 0.98 0.97 0.67 0.64

EV/EBITDA 5.0 6.2 6.3 5.6 5.0 4.8

EV/EBITDA (adj.)* 8.9 134 8.9 5.0 4.8

EV/EBIT 2.1 21 1.9 9.7 83 8.2

EV/EBIT (adj.)* 29.7 nm 26.5 83 8.2

P/E (adj.) nm 205 305 6.0 93 8.9

P/BV 13 15 19 21 10 10

FCF yield 16.2% 13.0% -19.8% -3.3% 12.9% 10.9%

Payout ratio 0.0% 0.0% 0.0% 49.8% 50.4% 50.4%

Dividend yield (gross) 0.0% 0.0% 0.0% 6.3% 5.4% 5.7%

PER SHARE DATA (EUR)

EPS (reported) 0.21 0.26 0.23 0.56 0.48 0.51 19.4%
EPS (adj.) 0.05 0.26 0.23 0.56 0.48 0.51 58.1%
BVPS 2.90 346 3.71 4.25 442 4.70 10.1%
DPS 0.00 0.00 0.00 0.28 0.24 0.26 R+

Source: Company, Caixa Banco de Investimento estimates. * Where EBITDA (adj.) or EBIT (adj.)= EBITDA (or EBIT) +/- Non Recurrent Expenses/Income
2005restated as IFRS proforma
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Sonae Industria ESN

Recommendation system

From the 18" October 2004, the Members of ESN use a New Recommendation System.

The new ESN Recommendation System is Absolute. It means that each stock is rated on the
basis of a total return, measured by the upside potential (including dividends) over a 6 months
time horizon.

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories:
Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S).

Meaning of each rating or recommendation:

e  Buy: the stock is expected to generate a total return of over 15% during the

next 6 months time horizon.

e Accumulate: the stock is expected to generate a total return of 5% to15%

during the next 6 months time horizon.

. Hold: the stock is expected to generate a total return of 0% to 5% during the

next 6 months time horizon

¢ Reduce: the stock is expected to generate a total return of 0 to -15% during the

next 6 months time horizon

e Sell: the stock is expected to generate a total return below -15% during the

next 6 months time horizon

. Rating Suspended: the rating is suspended due to a capital operation (take-
over bid, SPO, ...) where the issuer or a related party of the issuer is or could

be involved or to a change of analyst covering the stock

. Not Rated: there is no rating for a company being floated (IPO) by the issuer or

a related party of the issuer

Caixa Banco De Investimento Ratings Breakdown
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Sonae Industria ESN

Disclaimer

The information and opinion in this report were prepared by Caixa Banco de Investimento, SA. The information upon which this report was based has been obtained from
sources that we believe to be reliable, but we do not guarantee that it is accurate or complete. No part of this document may be (i) copied or duplicated by any form or means, or
(ii) redistributed without the prior written consent of Caixa Banco de Investimento, SA.

The analysts responsible for this report have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views.

At any time Caixa Geral de Depésitos, Caixa Banco de Investimentos's parent company, or any affiliated companies (or employees) may have a position subject to change in
these securities.

There are no pre-established policies regarding frequency, change or update in recommendations issued by Caixa Banco de Investimento, SA and the same applies to our
coverage policy.

This report was initiated and concluded on May 2, 2008.

Opinions in this report are subject to change without notice. This document is for your private information, and is not to be constructed as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. Any opinion or recommendation contained herein and in the investments to which
they refer may not be appropriate for investors due to their specific financial position or investment targets.

Investors should also note that income from the securities mentioned in this report, if any, may fluctuate and that each security's price or value may rise or fall. Thus, investors
may receive back less than initially invested. Past performance is not a guarantee for future performance. Caixa Banco de Investimento or other companies in the Caixa Geral de
Depdsitos Group accepts no liability of any type for any indirect or direct loss arising from the use of this report.

Caixa Banco de Investimento or other companies in the Caixa Geral de Depésitos Group have participated in the last months as underwriter and/or placer in public share
offerings of the following companies: BES, Efacec, EDP, Fisipe, Novabase, Galp Energia, Portucel, Martifer, REN and EDP.

CaixaBl was appointed as one of the joint Global Coordinators and joint Bookrunner in the proposed initial public offering of EDP Renovaveis.

CaixaBl was appointed as one of the Co-Manager in the capital increase (right issue) of BCP.

Within the last 12 months, Caixa Banco de Investimento provided investment banking services to: Altri, Banif, BCP, BES, Brisa, Cimpor, Cofina, Corticeira Amorim, EDP, Galp
Energia, Gescartdo, Ibersol, Impresa, Inapa, Jerénimo Martins, Media Capital, Mota Engil, Novabase, Orey Antunes, Portucel, Portugal Telecom, PT Multimédia, Reditus, SAG
Gest, Semapa, Soares da Costa, Sonaecom, Sonae Industria, Sonae SGPS, Sumolis, Teixeira Duarte, Martifer, REN and Sonae Capital.

CGD group has more than 95% of Caixa Banco de Investimento share capital and the Portuguese State has 100% of CGD share capital.

Furthermore, Caixa Banco de Investimento, or other affiliated companies of Caixa Geral de Depdsitos Group, does and seeks to provide investment banking or other services to
the companies referred in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of research.
One member of Caixa Banco de Investimento's board is non-executive member of Portugal Telecom's board.

One member of Caixa Geral de Depdsitos board is a non-executive member of Portugal Telecom's board.

One member of Caixa Participagdes SGPS board is a non-executive member of Zon Multimédia board.

One member of Caixa Banco de Investimento board is a non-executive member of Zon Multimédia board.

One member of Caixa Geral de Depdsitos board is a non-executive member of EDP board.

Caixa Banco de Investimentos is liquidity provider for Orey Antunes, Cofina, Altri, Inapa, Reditus, Martifer, Soares da Costa and Ibersol.

The activity of Caixa Banco de Investimento is supervised by Banco de Portugal (BoP) and Comissdo de Mercado de Valores Mobiliarios (CMVM).

The share price mentioned in the report is the close price of the indicated day.

Caixa Geral de Depdsitos group has qualified participations in the following companies: Banco Comercial Portugués (BCP), Energias de Portugal (EDP), Portugal Telecom (PT),
Zon Multimédia, Vista Alegre Atlantis and REN.

Caixa Geral de Depésitos group has non qualified but relevant participations in the following companies: Altri, Banif, BES, BPI, Brisa, Cimpor, Cofina, Galp Energia; Ibersol,
Impresa, Jerénimo Martins, Martifer, Mota Engil, Novabase, Portucel, Soares da Costa, Sonae Industria, Semapa, Sonae SGPS, Sonaecom, Sonae Capital and Sumolis.
Portuguese State (Parpublica) has qualified participations in the following companies: EDP, Inapa, Galp Energia and REN.

Portuguese State (Parpublica) has non qualified but relevant participations in the following companies: Portugal Telecom and Zon Multimédia.

Recommendation System:

From the 18th October 2004, the Members of ESN use a New Recommendation System. Caixa Banco de Investimento is a Member of ESN, therefore uses the same
Recommendations System of ESN.

The new ESN Recommendation System is Absolute. It means that each stock is rated on the basis of a total return, measured by the upside potential (including dividends) over
a 6 months time horizon.

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories: Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S).

Meaning of each rating or recommendation:

. Buy: the stock is expected to generate a total return of over 15% during the next 6-month time horizon;

. Accumulate: the stock is expected to generate a total return of 5% to 15% during the next 6-month time horizon;

. Hold: the stock is expected to generate a total return of 0% to 5% during the next 6-month time horizon;

. Reduce: the stock is expected to generate a total return of 0 to -15% during the next 6-month time horizon;

. Sell: the stock is expected to generate a total return below -15% during the next 6-month time horizon;

. Rating Suspended: the rating is suspended due to a capital operation (take-over bid, SPO, ...) where the issuer or a related party of the issuer is or could be involved
or to a change of analyst covering the stock;

. Not Rated: there is no rating for a company being floated (IPO) by the issuer or a related party of the issuer.

Sonae Industria

Date Recommendation  Fair Value
01-04-2006 Hold 6.90
11-05-2006 Accumulate 8.50
24-07-2006 Buy 8.50
15-01-2007 Buy 9.00
09-04-2008 Buy 6.90

Source: CaixaBl
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Disclaimer:

These reports have been prepared and issued by the Members of
European Securities Network LLP (‘ESN’). ESN, its Members and
their affiliates (and any director, officer or employee thereof), are
neither liable for the proper and complete transmission of these
reports nor for any delay in their receipt. Any unauthorised use,
disclosure, copying, distribution, or taking of any action in reliance
on these reports is strictly prohibited. The views and expressions in
the reports are expressions of opinion and are given in good faith,
but are subject to change without notice. These reports may not be
reproduced in whole or in part or passed to third parties without
permission. The information herein was obtained from various
sources. ESN, its Members and their affiliates (and any director,
officer or employee thereof) do not guarantee their accuracy or
completeness, and neither ESN, nor its Members, nor its Members’
affiliates (nor any director, officer or employee thereof) shall be liable
in respect of any errors or omissions or for any losses or
consequential losses arising from such errors or omissions. Neither
the information contained in these reports nor any opinion
expressed constitutes an offer, or an invitation to make an offer, to
buy or sell any securities or any options, futures or other derivatives
related to such securities (‘related investments’). These reports are
prepared for the clients of the Members of ESN only. They do not
have regard to the specific investment objectives, financial situation
and the particular needs of any specific person who may receive any
of these reports. Investors should seek financial advice regarding
the appropriateness of investing in any securities or investment
strategies discussed or recommended in these reports and should
understand that statements regarding future prospects may not be
realised. Investors should note that income from such securities, if
any, may fluctuate and that each security’s price or value may rise
or fall. Accordingly, investors may receive back less than originally
invested. Past performance is not necessarily a guide to future
performance. Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related
investment mentioned in these reports. In addition, investors in
securities such as ADRs, whose value are influenced by the
currency of the underlying security, effectively assume currency risk.
ESN, its Members and their affiliates may submit a pre-publication
draft (without mentioning neither the recommendation nor the target
price/fair value) of its reports for review to the Investor Relations
Department of the issuer forming the subject of the report, solely for
the purpose of correcting any inadvertent material inaccuracies. Like
all members employees, analysts receive compensation that is
impacted by overall firm profitability For further details about the
specific risks of the company and about the valuation methods used
to determine the price targets included in this report/note, please
refer to the latest relevant published research on single stock.
Research is available through your sales representative. ESN will
provide periodic updates on companies or sectors based on
company-specific developments or announcements, market
conditions or any other publicly available information. Unless agreed
in writing with an ESN Member, this research is intended solely for
internal use by the recipient. Neither this document nor any copy of
it may be taken or transmitted into Australia, Canada or Japan or
distributed, directly or indirectly, in Australia, Canada or Japan or to
any resident thereof. This document is for distribution in the U.K.
Only to persons who have professional experience in matters
relating to investments and fall within article 19(5) of the financial
services and markets act 2000 (financial promotion) order 2005 (the
“order”) or (ii) are persons falling within article 49(2)(a) to (d) of the
order, namely high net worth companies, unincorporated
associations etc (all such persons together being referred to as
“relevant persons”). This document must not be acted on or relied
upon by persons who are not relevant persons. Any investment or
investment activity to which this document relates is available only to
relevant persons and will be engaged in only with relevant persons.
The distribution of this document in other jurisdictions or to residents
of other jurisdictions may also be restricted by law, and persons into
whose possession this document comes should inform themselves
about, and observe, any such restrictions. By accepting this report
you agree to be bound by the foregoing instructions. You shall
indemnify ESN, its Members and their affiliates (and any director,
officer or employee thereof) against any damages, claims, losses,
and detriments resulting from or in connection with the unauthorized
use of this document.

For additional information and individual disclaimer please
refer to www.esnpartnership.eu and to each ESN Member
websites:

www.bancaakros.it

www.caixabi.pt

www.cajamadrid.es

WWww.cmcics.com

www.danskeequities.com

www.degroof.be

www.equinet-ag.de

www.ibg.gr

www.ncb.ie

www.snssecurities.nl

Members of ESN (European Securities Network LLP)
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Italy
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CAJA MADRID BOLSA

sociedad ce Valores
Caja Madrid Bolsa S.V.B.
Serrano, 39

28001 Madrid

Spain

Phone: +34 91 436 7813
Fax: +34 91 577 3770

CMm=CIC Securities

CM - CIC Securities
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75441 Paris
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France
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Fax: +33 1 4596 7788

4
¢

¢

EE

Markets

Equities
Danske Markets Equities
Holmens Kanal 2-12
DK-1092 Copenhagen K
Denmark
Phone: +45 45 12 00 00
Fax: +45 45 14 91 87

equnet

Equinet AG

Grafstralle 97

60487 Frankfurt am Main
Germany
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NCB Stockbrokers Ltd.
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Ireland

Phone: +353 1611 5611
Fax: +353 1 611 5781
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SNS Securities N.V.
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