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Tecnocom 
Profitable technology 

` Significant improvement in margins likely as of 2010 
Even though sales are likely to continue falling (but at a slower rate than in recent 
quarters), we are expecting a significant improvement in Tecnocom’s 
margins due to: 1) its dominant position in financial services; 2) the potential of 
LatAm for the telecoms business; and 3) the streamlining of costs that has been 
implemented over the last 2 years.  

` The Consulting & Outsourcing and Managed Services divisions will 
benefit from the recurrent nature of their respective businesses 
We are forecasting a slowdown in the price-related revenue contraction at 
both divisions during 1H10, as of when the company should then receive a boost 
from: 1) Consulting & Outsourcing (sales 2010e -1.5% vs. -6.3% 2009e) - 
dominant position in services to Spain’s financial sector, which should provide 
growth opportunities relating to the future consolidation of the country's savings 
banks; 2) Managed Services (sales 2010e -0.5% vs. -4.2% 2009e) - 
renegotiation of a large number of contracts, together with new international 
clients.  

` Slow but gradual recovery in the telecoms business 
The contraction in sales will slow as of 4Q09, mainly due to the 
resumption of investment projects in LatAm, which has been helped by the 
region's improved economic outlook. As a result, compared with the 15.6% drop 
in revenues that we are expecting from Networks & Systems in 2009, we are 
forecasting a significant improvement for full-year 2010e (to -3.3%), with positive 
growth rates after the summer.    

` Margins will be the main beneficiaries as of 2010 
The most positive aspect looking ahead is the improvement that we are 
expecting at the operating level. The continual streamlining of costs following 
the Getronics acquisition at the end of 2007 and the increased focus in recent 
quarters on added-value clients should provide margins with an additional boost 
as of 2010e (EBIT margin 6.2% in 2009e, 7.1% 2010e, and 7.6% in 2011e).  

` Change of recommendation 
Based on the above scenario, we are upgrading the stock from Sell to BUY, and 
our target price (Dec 2010) from €2.9/share to €3.5/share. 

Rafael Cavanillas 
rcavanillas@ahorro.com 

TEC SM /TEC.MC 
Current price (3/11/09): 
Target price (12/10) 

€2.94 
€3.50 

Recommendation BUY 

Key figures  Price performance (€) 
(€Mn) 2008 2009e 2010e 2011e      
Net group profit 14.2 13.2 15.5 14.1      
   % inc. 93.7 -7.5 17.7 -8.9      
EBITDA 24.2 24.4 27.2 29.5      
   % inc. 135.2 0.6 11.5 8.4      
EPS (€) 0.23 0.19 0.22 0.20      
   % inc. 40.5 -18.0 17.7 -8.9      
DPS (€) 0.00 0.00 0.00 0.00      
   % inc. n.a. n.a. n.a. n.a.      
P/E 13.9 15.6 13.3 14.5      
EV/EBITDA 10.1 11.3 9.5 8.3      
Div. Yield (%) 0.0 0.0 0.0 0.0      
P/BV 1.2 1.2 1.1 1.0      

      Performance (%) 1 m. 3 m. 12 m. 
Nº shares (Mn) 75.0  Daily vol. (€Mn) 0.2  Absolute -7.4 -13.8 -1.4 
M. Cap. (€Mn) 220.6  Free-float (%) 29.2  Relative -4.6 -19.1 -20.1 

Source: Bloomberg and ACF Research 
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Main figures 

(€Mn) 2006 2007 2008 2009e 2010e 2011e 
Sales 118.7 162.6 435.8 392.1 384.6 389.3 
   % inc. 80.1 36.9 168.1 -10.0 -1.9 1.2 
Cost of goods sold -80.7 -88.5 -163.6 -124.9 -123.0 -124.2 
Gross margin 38.0 74.1 272.2 267.2 261.7 265.1 
Operating costs -38.5 -63.8 -248.0 -242.9 -234.5 -235.7 
EBITDA -0.4 10.3 24.2 24.4 27.2 29.5 
   % inc. -90.6 n.a. 135.2 0.6 11.5 8.4 
Depreciation -1.4 -3.8 -5.9 -6.9 -7.3 -7.9 
EBIT -1.9 6.5 18.4 17.5 19.9 21.5 
   % inc. -75.1 n.a. 183.0 -4.7 13.7 8.1 
Net financial result -1.6 -2.1 -5.6 -3.9 -4.0 -3.2 
Equity accounted earnings 0.0 0.0 0.0 0.0 0.0 0.0 
Other results 7.5 -2.2 -0.4 -0.4 -0.4 -0.4 
Profit before taxes 4.0 2.2 12.3 13.2 15.5 17.9 
Corporate tax -0.7 5.3 2.1 0.0 0.0 -3.7 
Minority interests 0.0 -0.1 -0.2 0.0 0.0 0.0 
Net group profit 3.3 7.4 14.2 13.2 15.5 14.1 
   % inc. n.a. 122.4 93.7 -7.5 17.7 -8.9 
EPS (€) 0.09 0.16 0.23 0.19 0.22 0.20 
   % inc. n.a. 82.1 40.5 -18.0 17.7 -8.9 
DPS (€) 0.00 0.00 0.00 0.00 0.00 0.00 
   % inc. n.a. n.a. n.a. n.a. n.a. n.a. 
Cash flow statement       
Net cash flow 4.7 11.2 20.1 20.0 22.8 22.1 
   % inc. n.a. 135.5 80.0 -0.3 13.7 -3.1 
OWC change -17.3 -0.6 -38.0 -18.1 0.0 0.4 
Capex -28.8 -100.0 -6.9 -7.5 -6.5 -7.0 
Free cash flow -41.4 -89.5 -24.8 -5.6 16.3 15.4 
Dividends paid 0.0 0.0 0.0 0.0 0.0 0.0 
Other debt variations -9.9 -84.0 -9.6 3.2 0.0 0.0 
Balance sheet       
Net fixed assets 63.3 133.1 160.6 163.6 162.8 161.9 
Net financial assets 9.3 10.2 1.2 2.5 2.5 2.5 
Operating working capital (OWC) 36.3 36.9 74.9 93.0 93.0 92.6 
Other assets/(liabilities) net -8.3 -14.4 -18.3 -19.9 -19.9 -19.9 
Capital employed (CE) 100.6 165.8 218.5 239.2 238.4 237.1 
Shareholders' equity 72.4 130.4 170.9 182.5 198.0 212.1 
Minority interests 2.0 3.7 0.8 1.1 1.1 1.1 
Net financial debt 26.2 31.7 46.8 55.6 39.3 23.8 
Margins (%)       
Gross margin/Sales 32.0 45.6 62.5 68.2 68.0 68.1 
EBITDA/Sales -0.4 6.3 5.6 6.2 7.1 7.6 
EBIT/Sales -1.6 4.0 4.2 4.5 5.2 5.5 
Sales/Capital employed 118.0 98.1 199.5 163.9 161.4 164.2 
EBITDA/Capital employed -0.4 6.2 11.1 10.2 11.4 12.4 
ROCE -1.8 3.9 8.4 7.3 8.4 9.1 
ROE 4.6 5.6 8.3 7.2 7.8 6.7 
Gearing (x)       
Net financial debt/Capital employed 0.3 0.2 0.2 0.2 0.2 0.1 
Net financial debt/EBITDA -61.7 3.1 1.9 2.3 1.4 0.8 
EBIT/Net financial result -1.1 3.1 3.3 4.5 5.0 6.7 
Number of employees 1,257 4,760 4,916 4,996 4,996 5,046 
 Tecnocom  and ACF Research  
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Market multiple trends 

(€) 2006 2007 2008 2009e 2010e 2011e 
EPS (€) 0.09 0.16 0.23 0.19 0.22 0.20 
   % inc. n.a. 82.1 40.5 -18.0 17.7 -8.9 
CFPS (€) 0.13 0.25 0.32 0.29 0.33 0.32 
   % inc. n.a. 92.8 30.6 -11.6 13.7 -3.1 
DPS (€) 0.00 0.00 0.00 0.00 0.00 0.00 
   % inc. n.a. n.a. n.a. n.a. n.a. n.a. 
BVPS (€) 1.74 2.37 2.76 2.43 2.64 2.83 
   % inc. 64.4 36.5 16.1 -11.8 8.5 7.1 
ROE (%) 4.6 5.6 8.3 7.2 7.8 6.7 
Price (€)       
Max. 5.6 6.4 4.0 3.8 - - 
Min. 2.5 3.5 2.6 2.8 - - 
Last 5.0 3.5 3.5 2.9 2.9 2.9 
Number of shares (Mn)       
Weighted average 36.8 45.0 62.0 69.9 69.9 69.9 
Year-end 41.6 55.0 62.0 75.0 75.0 75.0 
Market cap. (Mn€)       
Average 183.2 159.0 217.0 205.5 205.5 205.5 
Year-end 207.1 194.3 217.0 220.6 220.6 220.6 
P/E (x)       
Max. 62.4 38.9 17.3 20.4 - - 
Min. 28.0 21.2 11.1 15.1 - - 
Last 55.4 21.6 15.2 15.6 13.3 14.5 
Relative 2.0 0.8 0.6 0.6 0.5 0.5 
P/CF (x)       
Max. 43.5 25.7 12.3 13.4 - - 
Min. 19.5 14.0 7.9 9.9 - - 
Last 38.7 14.2 10.8 10.3 9.0 9.3 
Relative 2.3 0.8 0.6 0.6 0.5 0.5 
Yield (%)       
Max. 0.0 0.0 0.0 0.0 - - 
Min. 0.0 0.0 0.0 0.0 - - 
Last 0.0 0.0 0.0 0.0 0.0 0.0 
Relative 0.0 0.0 0.0 0.0 0.0 0.0 
P/BV (x)       
Max. 3.2 2.7 1.4 1.6 - - 
Min. 1.4 1.5 0.9 1.2 - - 
Last 2.9 1.5 1.3 1.2 1.1 1.0 
Relative 1.8 1.0 0.8 0.8 0.7 0.7 
Volatility       
10 d. 27.3 37.1 36.1 17.0 - - 
30 d. 31.7 78.1 50.4 20.8 - - 
60 d. 34.5 56.7 53.9 21.5 - - 
90 d. 34.7 48.9 47.1 30.3 - - 
180 d. 45.0 46.3 37.7 32.3 - - 
200 d. 44.5 44.9 37.2 31.6 - - 
360 d. 38.2 41.6 42.7 35.5 - - 
 Tecnocom  and ACF Research 
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Sales breakdown by geographic area (2009e) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Tecnocom  and ACF Research 

Main shareholders 
Corporación Caixa Galicia: 18.4% 
Ladislao de Arriba: 13.2% 
Getronics: 11.0% 
 
Source: CNMV 

Main shareholdings 
Metrocall: 60.0% 
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EBITDA margin evolution (2005-2010e) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: ACF & company 

Per share data  

 EPS (€) DPS (€) BVPS (€) 
2000 n.a. 0.00 n.a. 
2001 0.00 0.30 0.00 
2002 -0.27 0.35 2.11 
2003 -0.29 0.40 1.66 
2004 0.07 0.46 1.53 
2005 -0.37 0.00 1.06 
2006 0.09 0.00 1.74 
2007 0.16 0.00 2.37 
2008 0.23 0.00 2.76 
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Net profit evolution (2005-2010e) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Tecnocom  and ACF Research 

Company information 
Address: 
C/ Josefa Valcárcel nº 26, Merrimack III 
28027 Madrid 
Spain 
 
Website: www.tecnocom.es 
 
Chairman: Ladislao de Arriba  
CEO: Javier Martín  
IR: Agustín Alberti (tel. +34 901 900 900) 
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Upcoming events 
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ANALYST CERTIFICATION 

Analysts’ certification: The following analysts hereby certify that the opinions expressed in this analysts’ report genuinely reflect their personal 
opinions. They also certify that they have not received, receive, nor shall receive, either directly or indirectly, any remuneration whatsoever in 
exchange for offering a certain recommendation in this report: Rafael Cavanillas. 

IMPORTANT DISCLOSURES 

This document, and the data, opinions, forecasts and recommendations contained herein, have been drawn up by Ahorro Corporación 
Financiera, S.V., S.A. (hereinafter “ACF”), a subsidiary of Grupo Ahorro Corporación. 

ACF or any of the companies of Grupo Ahorro Corporación directly or indirectly owns more than 1% of the share capital of the 
company/companies whose shares are traded in any organised market and which is/are analysed in this report: Not applicable. 

Over the last twelve months, ACF or any of the companies of Grupo Ahorro Corporación has/have taken part as an underwriter and/or 
placement agent in initial public offerings and has therefore received remunerations on that basis, from the following company/companies 
which is/are analysed in this report: Not applicable. 

Over the last twelve months, ACF or any of the companies of Grupo Ahorro Corporación has/have received remuneration for offering 
investment banking services from the following company/companies which is/are analysed in this report: Not applicable. 

Over the next three months, ACF or any of the companies of Grupo Ahorro Corporación expect to receive or shall endeavour to obtain 
remuneration for offering investment banking services from the following company/companies which is/are analysed in this report:  
Not applicable. 

Furthermore, ACF or any of the companies of Grupo Ahorro Corporación have signed liquidity contracts with the following 
company/companies which is/are analysed in this report: Not applicable. 

Grupo Ahorro Corporación has implemented internal procedures and control measures to prevent the flow of privileged information between 
its different areas of activity, pursuant to art. 83.1 of the Securities Market Act 24/1988 and Royal Decree 1333/2005, on the Securities Market, 
concerning market abuse. 

RECOMMENDATIONS SYSTEM 

Target prices and recommendations are set in accordance with the expected performance until the end of the natural year. From September 
onwards, target prices and recommendations shall be offered for the end of the following year. The methodology used to calculate target 
prices is usually based on discounted cash flow. Recommendations are absolute. There are three categories or types of recommendation: 
Buy, positive upside potential over the defined horizon (end of current or following year); Sell, negative upside potential over the defined 
horizon (end of current or following year); Hold, upside potential close to zero over the defined horizon (end of current or following year). There 
are only two recommendations for companies within the Micro Caps universe: Buy, positive upside potential over the defined horizon (end of 
current or following year); Sell, negative upside potential over the defined horizon (end of current or following year). 

As of today’s date, ACF’s total universe of companies under coverage comprises 33.8% Buy recommendations, 50.7% Hold 
recommendations and 15.4% Sell recommendations. Furthermore, as of today’s date, ACF’s total universe of companies offered investment 
banking services comprises 21% Buy recommendations, 50% Hold recommendations and 29% Sell recommendation 
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DISCLAIMER 

This document, and the data, opinions, forecasts and recommendations contained herein, have been prepared by Ahorro Corporación 
Financiera, S.V., S.A. (hereinafter “ACF”), a subsidiary of Grupo Ahorro Corporación, and are furnished purely as a guideline.  

All the opinions and estimates included in this report are the personal technical opinion of the analyst on the date the report is issued, and are 
subject to modification without prior warning. The fact that an analyst has been successful in past recommendations does not imply that he/she 
will continue to be successful in future recommendations.  

This report must not, under any circumstances, be taken to be an offer for the purchase, sale, subscription or trading of securities or of other 
instruments. Any buy or sale decision by the receiver in respect of securities issued by the company/companies analysed in this report, will have 
to be made taking into account public information concerning said securities, and, as the case may be, considering the content of the prospectus 
pertaining to said securities registered at the National Security Market Commission (CNMV) – available at the National Security Market 
Commission and the pertinent Market Governing Body, and also through the companies issuing the aforesaid securities.  

Investors accessing this document must bear in mind that the securities or instruments to which it refers may not be appropriate for their 
investment targets or their financial position, and that the historical results on the investments do not necessarily offer any guarantee of future 
results. Any investment decision thereon must be taken in accordance with the criteria of the investor and/of the advisors deemed pertinent by 
the former. 

ACF cannot be held responsible for any direct or indirect loss resulting from the use of the information furnished in this report.  

The information included in this report has been obtained from what are considered to be reliable sources, and reasonable care has been taken 
to ensure that the information included and on which this report is based is not inaccurate or unequivocal at the time of publication. 
Nevertheless, we cannot assure that the information is accurate and complete, and the information should not be treated as if it were.  

ACF or any other company of Grupo Ahorro Corporación, and its Board members, directors or employees, may (i) have a relevant commercial 
relationship with the company to which this document refers; (ii) have a direct or indirect position in any of the securities or instruments issued 
by the company; (iii) trade with said securities or instruments independently or on behalf of another, even acting as market maker thereof and 
granting liquidity; (iv) have any kind of rights for the acquisition of securities issued by the analysed company or directly and fundamentally 
associated with same; (v) provide advisory services or similar services to the issuer of the securities or instruments, as part of its business 
purpose; (vi) have interests or carry out transactions relating to the securities, whether prior to or subsequent to the publication of this report. 

Employees of the sales departments of ACF or other companies of Grupo Ahorro Corporación can furnish clients with market comments in verbal 
or written form or investment strategies which are not in keeping with the opinions expressed herein. 

No part of this document can be (i) copied, photocopied or duplicated in any way, form or medium, (ii) redistributed, or (iii) quoted, without 
prior written permission of ACF. Distribution of this report is not permitted in the United States, United Kingdom, and in all jurisdictions in which 
its distribution may be legally restricted. 

ACF International, Inc., which is a member of FINRA / SIPC, distributes this document in the United States and therefore accepts all responsibility 
for the content thereof. Any investor of the United States who wishes to carry out transactions with the securities which are the object of this 
report shall only be entitled to do so by contacting a representative of ACF International, Inc., and never through any of the subsidiary 
companies abroad, including that responsible for analysis activities, Ahorro Corporación Financiera, S.V., S.A. 

The remuneration system of the analyst(s) responsible for this report is based on a variety of criteria, including the revenues obtained by ACF 
over the financial year, and, indirectly, the results of Grupo Ahorro Corporación, including those generated by investment banking activity, 
although the analysts do not receive remuneration based on the revenues from any specific investment banking transaction. 

Paseo de la Castellana, 89 
28046 Madrid 
Spain 
!(34)915 869 450 
Fax  (34) 915 971 995 y  915 558 175 
acanalisis@ahorro.com 
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