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Buy

Current €25.01
Target €33.10
Previous Unchanged

Current price equivalent

$39.02
Market cap

€120.7m
$188.2m
52-week high/low

€36.04/€22.72

Price perf. 1M 3M 12M
Price (€) 25.0 24.1 35.2
Absolute (%) 0.0 2.8 -29.0
Rel market (%) -6.7 3.8 -7.3
Rel sector (%) -6.2 0.3 -18.2

EPS change 1M 3M 12M
EPS FY1 (%) 29.7 24.4 N/A
IBES EPS (%) -6.1 NM N/A
Sector EPS (%) -1.8 -3.1 -6.9
Market EPS (%) -1.3 -13.5 -17.2
Source: DKIB Research, Thomson IBES
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EL.En
Positive earnings momentum to continue in Q1 2008

We expect positive earnings momentum to extend into Q1 2008. We
estimate a good performance in both the industrial and medical segments
notwithstanding 14% depreciation in the US$ vs Q1 2007. Q1 2008
profitability should be lower than under the FY target due to the seasonal
weakness of the early months of the year. Pending the results release on
May 15 we stick to our BUY rating and €33.1 TP.

EL.En forecasts

Year Sales
EUR m

EBITDA
margin %

Operating
margin %

Net
income
EUR m

EPS
EUR

P/E x EV/
EBITDA x

FCF
Yield %

Yield
%

Dec-2005A 118 12.6 8.4 25 2.06 12.3 3.1 17.3 2.2

Dec-2006A 154 5.8 2.5 0 0.08 301.6 10.7 (10.4) 1.2

Dec-2007A 193 11.0 11.0 18 1.24 20.5 8.7 11.7 4.3

Dec-2008E 235 14.6 12.0 7 1.48 16.9 5.4 (0.1) 3.3

Dec-2009E 267 15.1 12.4 8 1.67 15.2 5.7 7.3 3.3

Source: Company data, Dresdner Kleinwort Research estimates

We look for Group top line at €52.8m (+23% yoy), with robust growth expected
in the industrial segment at €7.3m (+32% yoy), also benefiting from the new
scope of consolidation, which now includes Spain’s GLI – fully consolidated
since the beginning of February.

We expect another strong quarter for the medical business (€38m, +21% yoy),
driven by the aesthetic segment and Cynosure. The overall performance will be
weighted by ca. 14% depreciation in the average US$ exchange rate.

We expect EBITDA at €6.3m (+25 yoy) and EBIT margin at 9.6% in Q1 2008E,
lower than our FY2008E target of 12%, due to the El.En Group’s historically
lower seasonality in the first half of the year. Group’s EBT should come in at
€5.0m (+43% yoy).

Pending the results release on May 15 we confirm our BUY recommendation
and DCF-derived target of €33.1 per share.
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El.En. Group Preview Q1 2008

€ m Q1'08E Q1'07 Change Change (%)

Revenues 52.8 43.0 9.8 22.8

- Industrial Laser 7.3 5.5 1.7 31.6

- Medical Laser 38.2 31.6 6.6 21.0

- Assistance 7.3 5.9 1.4 24.0

Change in finished goods 4.0 3.3 0.7 22.8

Other income 0.4 0.3 0.1 22.8

Value of production 57.2 46.6 10.6 22.8

Purchases -23.8 -19.2 -4.6 24.2

Change in row materials 1.1 0.9 0.2 22.8

Other direct cost -4.8 -4.2 -0.6 14.0

Gross Margin 29.6 24.1 5.6 23.2

% on sales 56.1 55.9 0.2

Other cost and services -10.9 -8.8 -2.0 22.8

Labour cost -12.5 -10.2 -2.3 22.8

EBITDA 6.3 5.0 1.2 24.9

EBITDA margin (%) 11.9 11.7 0.2

D&A -1.2 -1.2 0.0 0.0

EBIT 5.1 3.8 1.2 32.6

EBIT margin (%) 9.6 8.9 0.7

Net financial income -0.1 0.2 -0.4 -144.7

Other Income/Expences 0.0 -0.6 0.6 -100.0

EBT 5.0 3.5 1.5 43.2

Source: Company data, Dresdner Kleinwort Research estimates

El.En. has performed strongly over the last few quarters with 2007FY revenues at €193m, +25% yoy, and net
profit at €18m, boosted by €13m of extraordinary gains from the sale of 950,000 Cynosure shares. The
combination of strong demand and continued operating efficiency have enabled Cynosure to post record results,
with US$-denominated revenues jumping 59%, reflecting rapid market penetration by products like Smartlipo
workstation and Affirm, a new anti-ageing multi-energy platform. By contrast, volatile trading hit the industrial
segment due to higher prices and shrinking sales volumes.

We expect the positive earnings momentum to continue into Q1 2008. We estimate Group top line at €52.8m
(+23% yoy), driven by sharp growth in the industrial segment (+32% yoy), benefiting from the newly acquired GLI
of Spain – fully consolidated since the start of February. We expect another positive organic quarter for the
medical business, which should be led higher by Cynosure, but the overall performance will continue to be
weighed by ca. 14% depreciation in the average USD exchange rate. We expect Group’s EBT at €5m (+43%
yoy).

Pending the results release on May 15, we reiterate our positive stance on the stock, which reflects: 1) El.En’s
deep commitment to the Chinese, Japanese and Brazilian markets; 2) the opportunity to manage an effective
turnaround of some loss-making subsidiaries like Lasercut and Deka Lms and 3) the compelling valuation of the
stock. El.En. is trading at 5.3x EV/EBITDA 2008E and 16.9x P/E 2008E, which we do not think is challenging
considering that we expect EPS to grow by 41.3% in the next three years. Stripping out Cynosure’s value, other
Group assets are currently trading at 4.8x EV/EBITDA 2008E.
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El.En Group - Quarterly performance

€m Q1'06 Q2'06 Q3'06 Q4'06 Q1'07 Q2'07 Q3'07 Q4'07 Q1'08E

Revenues 34.3 37.8 34.9 47.4 43.0 47.1 46.7 56.7 52.8

- Industrial Lasers 4.4 6.4 4.9 7.3 5.5 5.0 4.7 7.6 7.3

- Medical Lasers 25.3 27.2 25.7 35.0 31.6 35.7 35.6 42.9 38.2

- Assistance 4.7 4.3 4.2 4.9 5.9 6.4 6.4 6.2 7.3

Gross Margin 18.1 20.0 18.8 25.4 24.1 26.6 26.3 31.2 29.6

EBITDA 2.9 4.2 -3.9 6.2 5.0 6.8 6.8 7.7 6.3

EBIT 1.7 3.1 -5.0 4.4 3.8 5.3 6.0 6.2 5.1

yoy growth (%)

Revenues 37.3 41.2 19.3 26.8 25.2 24.5 33.8 19.7 22.8

- Industrial Lasers 13.6 79.0 21.3 -8.3 27.0 -22.1 -4.8 4.3 31.6

- Medical Lasers 44.1 38.3 20.1 38.1 24.8 31.3 38.4 22.5 21.0

- Assistance 29.7 19.2 12.5 25.8 26.0 51.1 50.9 24.8 24.0

Gross Margin 32.1 34.2 19.7 24.0 33.1 33.2 39.6 22.5 23.2

EBITDA 25.9 62.7 -199.5 0.8 72.3 61.2 -277.5 24.7 24.9

EBIT 16.3 77.9 -270.9 16.3 125.2 68.4 -219.0 41.5 32.6

Margin (%)

Gross Margin 52.6 52.9 54.0 53.7 55.9 56.6 56.4 55.0 56.1

EBITDA margin 8.5 11.1 -11.1 13.0 11.7 14.4 14.7 13.6 11.9

EBIT margin 5.0 8.3 -14.4 9.3 8.9 11.2 12.8 11.0 9.6

Source: Company data, Dresdner Kleinwort Research estimates
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El.En Group P&L

€m 2006 2007 2008E 2009E 2010E

Revenues 154.4 193.4 234.7 266.9 292.5

growth (%) 30.4 25.3 21.3 13.7 9.6

Change in inventory 6.5 6.7 7.9 8.7 9.3

Other income 1.8 1.9 2.3 2.7 2.9

Value of Production 162.8 202.1 244.9 278.3 304.8

Purchase of raw materials -65.0 -76.8 -91.6 -103.4 -112.7

Change in inventory 1.1 3.1 3.7 4.2 4.6

Other direct costs -16.6 -20.1 -23.7 -26.5 -28.4

Gross Margin 82.3 108.2 133.3 152.7 168.2

Other operating costs -38.6 -38.6 -47.1 -53.8 -59.3

Value Added 43.7 69.5 86.2 98.9 109.0

Labour cost -34.3 -43.2 -52.0 -58.7 -63.8

EBITDA 9.4 26.3 34.3 40.2 45.2

EBITDA Margin (%) 6.1 13.6 14.6 15.1 15.5

D&A -5.2 -5.0 -6.1 -7.2 -8.1

EBIT 4.2 21.3 28.1 33.1 37.1

EBIT Margin (%) 2.7 11.0 12.0 12.4 12.7

Net financial income 2.1 0.7 1.8 1.8 1.9

Profit of Associated -0.4 -0.1 0 0 0

Other Income/Expences 0 13.4 0 0 0

EBT 5.9 35.4 29.9 34.8 39.1

Taxes -4.5 -10.5 -13.5 -15.0 -16.4

Minorities -1.0 -7.3 -9.3 -11.8 -13.5

Net Profit post Minorities 0.4 17.7 7.1 8.0 9.1

Source: Company data, Dresdner Kleinwort Research estimates
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El.En Group Balance Sheet

€m 2006 2007 2008E 2009E 2010E

Intangible asset 7.193 6.6 7.4 8.3 9.0

Tangible asset 13.7 19.8 22.8 25.6 28.5

Financial asset 4.9 6.3 10.1 10.1 10.1

Net Fixed Asset 25.8 32.7 40.3 44.1 47.6

Inventories 38.6 46.6 55.8 63.0 68.8

Receivables 36.7 42.3 51.3 58.4 64.0

Other Current Asset 10.4 10.5 12.7 14.4 15.8

Trade payables -23.6 -28.6 -34.4 -38.9 -42.3

Other non-financial liabilities -15.9 -20.6 -24.7 -27.9 -30.4

Reserve -4.8 -5.1 -6.2 -7.0 -7.7

Working capital 41.4 45.1 54.5 62.0 68.3

Reserve for Personnel -2.6 -2.5 -3.0 -3.4 -3.7

Net Invested Capital 64.6 75.3 91.8 102.7 112.2

Short Term Financial Debt 1.3 2.8 2.0 2.0 2.0

M/LT Financial Debt 1.9 3.441 1.9 1.9 1.9

Cash and Deposit 24.4 61.5 85.4 90.3 99.5

Treasury Stock 34.0 32.0 0.4 0.4 0.4

Net Financial Debt -55.1 -87.3 -81.9 -86.8 -96.0

Group Shareholder Equity 72.1 88.295 90.1 94.1 99.2

Minorities Shareholder Equity 47.7 74.3 83.6 95.4 109.0

Total Shareholder Equity 119.7 162.6 173.7 189.5 208.1

Source: Company data, Dresdner Kleinwort Research estimates

El.En Group Cash Flow

€m 2006 2007 2008E 2009E 2010E

Beginning NFP 73.4 55.1 87.3 81.9 86.8

Net income/loss 1.4 24.9 16.4 19.9 22.7

Depreciation & Amortization 3.4 0.0 4.2 5.3 6.3

Change in working capital -11.6 -3.7 -9.4 -7.5 -6.3

Net change in reserve 0.4 -0.1 0.5 0.4 0.3

Cash flows from operations -6.4 21.2 11.8 18.0 23.0

Intangible assets -0.5 -0.6 -1.1 -1.3 -1.0

Tangible assets -5.9 -7.5 -7.0 -7.8 -8.8

Financial Investments -0.5 -1.4 -3.8 0.0 0.0

Other change 0.9 2.7 0.0 0.0 0.0

Cash flows from investing -6.0 -6.9 -11.9 -9.1 -9.8

Change in Equity -3.2 19.3 0.0 0.0 0.0

Cash flows from financing -3.2 19.3 0.0 0.0 0.0

Dividends -2.6 -1.4 -5.3 -4.1 -4.0

Change in NFP -18.2 32.2 -5.4 4.9 9.2

Final NFP 55.1 87.3 81.9 86.8 96.0

Source: Company data, Dresdner Kleinwort Research estimates
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Disclosure appendix
Disclosures under US regulations
Dresdner Kleinwort or an affiliate makes a market in EL.En. Dresdner Kleinwort is a specialist broker for
El.En..
The relevant research analyst(s), as named on the front cover of this report, certify that (a) the views expressed
in this research report accurately reflect their personal views about the securities and companies mentioned in
this report; and (b) no part of their compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or views expressed by them contained in this report.
Any forecasts or price targets shown for companies and/or securities discussed in this report may not be
achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate
actions, the unavailability of complete and accurate information and/or the subsequent transpiration that
underlying assumptions made by Dresdner Kleinwort or by other sources relied upon in the report were
inapposite.

Recommendation history charts
Past performance is not an indicator of future performance.

Dresdner Kleinwort Research - Recommendation definition
(Except as otherwise noted, expected performance over next 12 months)
Buy: 10% or greater increase in share price Sell: 10% or more decrease in share price
Add: 5-10% increase in share price Reduce: 5-10% decrease in share price
Hold: +5%/-5% variation in share price

Distribution of Dresdner Kleinwort equity recommendations as of 31 Mar 2008
All covered companies Companies where a Dresdner Kleinwort company has provided

investment banking services (in the last 12 months)
Buy/Add 422 64% 154 36%
Hold 157 24% 30 19%
Sell/Reduce 76 12% 12 16%
Total 655 196
Source: Dresdner Kleinwort

Additional disclosures under other non-US regulations
Dresdner Kleinwort or an affiliate regularly holds trading positions in the shares of EL.En.
In respect of any compendium report covering six or more listed companies, please refer to the following website
for all relevant disclosures: http://www.dresdnerkleinwort.com/disclosures/
Unless otherwise specified, any security prices mentioned in this report are the prices prevailing in the home
market at the time the report was issued. Certain compiled publications refer to securities previously priced and
dated.
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Disclaimer
This report has been prepared by Dresdner Kleinwort, by the specific legal entity named above.

United Kingdom: This report is a communication made, or approved for communication in the UK, by Dresdner
Kleinwort Securities Limited (authorised and regulated by the Financial Services Authority and a Member Firm of
the London Stock Exchange). It is directed exclusively to eligible counterparties and professional clients. It is not
directed at retail clients and any investments or services to which the report may relate are not available to retail
clients. No persons other than an eligible counterparty or a professional client should read or rely on any
information in this report. Dresdner Kleinwort Securities Limited does not deal for, or advise or otherwise offer
any investment services to retail clients.
European Economic Area: Where this report has been produced by a legal entity outside of the EEA, the report
has been re-issued by Dresdner Kleinwort Securities Limited for distribution into the EEA. Dresdner Kleinwort
Research GmbH is regulated by the Federal Financial Supervisory Authority ('BaFin') by the laws of Germany.
United States: Where this report has been approved for distribution in the US, such distribution is by either: (i)
Dresdner Kleinwort Securities LLC; or (ii) other Dresdner Kleinwort companies to US Institutional Investors and
Major US Institutional Investors only ; or (iii) if the report relates to non-US exchange traded futures, Dresdner
Kleinwort Limited. Dresdner Kleinwort Securities LLC, or in case (iii) Dresdner Kleinwort Limited, accepts
responsibility for this report in the US. Any US persons wishing to effect a transaction through Dresdner
Kleinwort (a) in any security mentioned in this report may only do so through Dresdner Kleinwort Securities LLC,
telephone: (+1 212) 429 2000; or (b) in a non-US exchange traded future may only do so through Dresdner
Kleinwort Securities LLC, telephone: (+ 11 44) 20 7623 8000; or (c) in a banking product may only do so through
Dresdner Bank AG New York Branch, telephone (+1 212) 969 2700.
Singapore: This research report is being distributed for Dresdner Kleinwort in Singapore by Dresdner Bank AG,
Singapore Branch, purely as a resource and for general informational purposes only, and is intended for general
circulation. Accordingly, this research report does not take into account the specific investment objectives,
financial situation, or needs of any particular person and is exempted from the same by Regulation 34 of the
Financial Advisers Regulations ('FAR') (as required under Section 27 of the Financial Advisers Act (Cap. 110) of
Singapore ('FAA')).
Hong Kong: This report is being distributed for Dresdner Kleinwort in Hong Kong by Dresdner Kleinwort
Securities Limited. Unless permitted to do so by the securities laws of Hong Kong, no person may issue or have
in its possession for the purposes of issue this report, whether in Hong Kong or elsewhere, which is directed at,
or the contents of which are likely to be accessed or read by, the public in Hong Kong, other than with respect to
the securities referred to in this report which are or are intended to be disposed of only to persons outside Hong
Kong or only to 'professional investors' within the meaning of the Securities and Futures Ordinance (Cap.571) of
Hong Kong and any rules made thereunder, and to persons whose ordinary business is to buy and sell shares or
debentures.
Japan: Where this report is being distributed in Japan, such distribution is by either (i) Dresdner Kleinwort
(Japan) Limited Tokyo Branch (registered and regulated by the Financial Services Agency and General Trading
Participant of TSE, Regular Transaction Participant and Transaction Participant in Futures Transaction of OSE,
Participant of JASDAQ) to Japanese investors excluding private customers or (ii) other Dresdner Kleinwort
companies, to entities falling within the proviso of the Article 58-2 of the Financial Instruments and Exchange
Law (the 'FIEL') and the Article 17-3 of the Enforcement Order for the FIEL. Any Japanese persons not falling
within (ii) wishing to effect a transaction through Dresdner Kleinwort in any security mentioned in this report may
only do so through Dresdner Kleinwort (Japan) Limited Tokyo Branch, telephone: (+ 813) 6230 6000.
Australia: Neither Dresdner Bank AG ('DBAG') nor Dresdner Kleinwort Securities Limited holds an Australian
financial services licence. This report is being distributed in Australia to wholesale customers pursuant to an
Australian financial services licence exemption for DBAG under Class Order 04/1313 or for Dresdner Kleinwort
Securities Limited under Class Order 03/1099. DBAG is regulated by BaFin under the laws of Germany and
Dresdner Kleinwort Securities Limited is regulated by the Financial Services Authority under the laws of the
United Kingdom, both of which differ from Australian laws.
This report contains general information only, does not take account of the specific circumstances of any
recipient and should not be relied upon as authoritative or taken in substitution for the exercise of judgment by
any recipient. Each recipient should consider the appropriateness of any investment decision having regard to
their own circumstances, the full range of information available and appropriate professional advice. The
information and opinions in this report constitute judgment as at the date of this report, have been compiled or
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arrived at from sources believed to be reliable and in good faith (but no representation or warranty, express or
implied, is made as to their accuracy, completeness or correctness) and are subject to change without notice.
Dresdner Kleinwort may amend, supplement or update the contents of this report in such form and in such
timescales as Dresdner Kleinwort deems appropriate. Recommendations and opinions herein reflect Dresdner
Kleinwort's expectations over the 12 month period following publication from the perspective of long-only
investment clients. Dresdner Kleinwort reserves the right to express different or contrary recommendations and
opinions for different timescales or for other types of investment client. This report does not constitute or form
part of, and should not be construed as, any offer for sale or subscription of, or any invitation to offer to buy or
subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any connection
with, any contract or commitment whatsoever. Dresdner Kleinwort accepts no liability whatsoever for any loss or
damage arising from any use of this report or its contents. Whilst Dresdner Kleinwort may provide hyperlinks to
websites of entities mentioned in this report, the inclusion of a link does not imply that Dresdner Kleinwort
endorses, recommends or approves any material on the linked page or accessible from it. Dresdner Kleinwort
accepts no responsibility whatsoever for any such material, nor for any consequences of its use. This report is for
the use of the addressees only, is supplied to you solely in your capacity as an investment professional or
knowledgeable and experienced investor for your information and may not be reproduced, redistributed or
passed on to any other person or published, in whole or in part, for any purpose, without the prior, written
consent of Dresdner Kleinwort. Dresdner Kleinwort may distribute reports such as this in hard copy, electronically
or by Voiceblast. Dresdner Kleinwort and/or any of its clients may undertake or have undertaken transactions for
their own account in the securities mentioned in this report or any related investments prior to your receipt of it.
Dresdner Kleinwort specifically draws recipients attention to the disclosures contained in the Disclosure
Appendix but notes that, excluding i) Dresdner Kleinwort Securities LLC and (ii) the research analyst(s)
responsible for this report unless specifically addressed in the 'Disclosures under US regulations': (a) Dresdner
Kleinwort and its directors, officers, representatives and employees may have positions in or options on the
securities mentioned in this report or any related investments or may buy, sell or offer to buy or sell such
securities or any related investments as principal or agent on the open market or otherwise; and (b) Dresdner
Kleinwort may conduct, solicit and/or engage in other investment and/or commercial banking business (including
without limitation loans, debt securities and/or derivative, currency and commodity transactions) with the issuers
or relating to the securities mentioned in this report. Accordingly, information may be available to Dresdner
Kleinwort, which is not reflected in this report or the disclosures. In this notice 'Dresdner Kleinwort' means
Dresdner Bank AG and/or Dresdner Kleinwort Securities Limited and any of their affiliated or associated
companies and their directors, officers, representatives or employees and/or any persons connected with them.
Additional information on the contents of this report is available at
http://www.dresdnerkleinwort.com/research and on request.

© Dresdner Kleinwort Securities Limited 2008

EL.En 29 Apr 2008 16:47

8

http://www.dresdnerkleinwort.com/research

