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• Ukrainian railcar makers beat their 2005-2008 monthly average 
output in December, according to data released this week. The 
recovery surpassed our expectations: we forecasted production 
to return to this level only in mid-2010 

• We project railcar output growth at 21% CAGR in 2010-2015, 
backed by heavy replacement needs in the CIS and capital 
injections (see our December sector update) 

• Sector stocks are still trading 50%-85% below their pre-crisis 
highs. We base our valuation on a conservative projection of 
demand in 2010 at only 70% of the 2008 level 

• We reiterate BUY for Kryukiv Wagon (upside 39%) and 
speculative BUY for Mariupol Heavy Machinery (upside 119%), 
due to its parent company’s high debt 

 

Valuation summary 

Price EV/S EV/EBITDA P/E Target Upside Rec.

 USD          2010E              2010E     2010E            USD 

Kryukiv Wagon 2.52 0.94 6.7 10.1 3.5 39% BUY

Mariupol Heavy Mach. 3.51 0.76 15.2 n/m 7.7 119% Spec. BUY

Azovzahalmash 1.83 0.94 18.8 n/m 1.7 -7% HOLD

Stakhaniv Wagon 0.44 1.40 11.7 29.4 0.26 -41% SELL

Dniprovahonmash 6.25 1.97 19.7 n/m 2.2 -65% SELL

Global peer median 0.98 8.1 18.2
 

Source: Bloomberg, Concorde Capital 

 
 
Monthly freight railcar output, units 
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Kryukiv Wagon Dniprovahonmash 
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Source: Metal Courier  

 

Yegor Samusenko 
syg@concorde.com.ua 
+380 44 391 5577 
 
 
Company                         Bloomberg 
Kryukiv Wagon  KVBZ UK 
Mariupol Heavy Machinery MZVM UK 
Azovzahalmash AZGM UZ 
Stakhaniv Wagon  SVGZ UK 
Dniprovahonmash DNVM UZ 
 
Sector market information* 

 
MCap, 

USD mln 
FF, 
% 

FF, 
USD mln 

KVBZ   289.5 4.7%    13.6 
SVGZ   105.4 12.0%   12.6 
DNVM   104.0 2.0%   2.1 
AZGM   85.2 3.5%    3.0 
MZVM    54.0 15.7%   8.5 
*Includes only covered stocks 
 
Sector trading volumes, UAH mln 
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Source: UX, PFTS 
 
Sector railcar output, ths units 
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Source: Metal Courier, Concorde Capital est. 
 
Sector performance, 52wk 
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Valuation summary 
 

KVBZ valuation MZVM valuation 
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Note: Blue dashed line represents our target price 
Source: Bloomberg, Concorde Capital calculation 
 

Note: Blue dashed line represents our target price 
Source: Bloomberg, Concorde Capital calculation 
 

AZGM valuation SVGZ valuation 

$0.0

$0.5

$1.0

$1.5

$2.0

$2.5

Market price EV /Sales

Target = USD 1 .7

 

$0.0

$0.1

$0.2

$0.3

$0.4

$0.5

Market price EV/Sales EV/EBITDA P/E

Target = USD 0.26

 
Note: Blue dashed line represents our target price 
Source: Bloomberg, Concorde Capital calculation 
 

Note: Blue dashed line represents our target price 
Source: Bloomberg, Concorde Capital calculation 
 

DNVM valuation  
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Note: Blue dashed line represents our target price 
Source: Bloomberg, Concorde Capital calculation 
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Railcar producers peer valuation 
  Price MCap      EV/Sales        EV/EBITDA   P/E 

  USD USD mln 2009E 2010E   2009E 2010E   2009E 2010E 

Kryukiv Wagon 2.52 290 1.30 0.94   18.6 6.7   39.8 10.1 

Mariupol Heavy Machinery 3.51 54 1.07 0.76   53.3 15.2   n/m n/m 

Azovzahalmash 1.83 85 1.22 0.94   n/m 18.8   n/m n/m 

Stakhaniv Wagon  0.44 105 2.35 1.40   47.1 11.7   n/m 29.4 

Dniprovahonmash 6.25 104 4.13 1.97   n/m 19.7   n/m n/m 

Average     2.01 1.20   39.7 14.4   39.8 19.7 

           

Global peers     2009E 2010E   2009E 2010E   2009E 2010E 

American Railcar Industries    226 0.35 0.54   3.6 5.6   49.5 n/m 

Freightcar America    249 0.36 0.57   4.5 21.2   21.9 n/m 

Greenbrier Companies   163 0.81 0.78   7.9 7.0   n/m 40.0 

Trinity Industries   1,376 1.00 1.24   5.9 8.1   12.4 39.8 

Const Y Auxiliar De Ferr   1,967 n/m n/m   n/m n/m   13.3 12.2 

Kinki Sharyo Company Ltd   527 0.79 0.79   n/a n/a   10.8 11.7 

United Group   2,057 0.53 0.48   8.9 7.8   15.4 13.5 

Nippon Sharyo Ltd   952 1.06 1.03   n/a n/a   28.8 22.7 

China Motor Corp   969 1.20 1.06   23.4 18.9   77.9 32.7 

Jinxi Axle Company Ltd   556 2.43 2.04   28.5 20.3   46.9 34.7 

Iochpe Maxion   753 1.44 0.98   14.0 7.3   38.0 13.7 

Taiyuan Heavy Industry   1,788 1.54 1.39   14.0 12.4   21.1 18.2 

Peer median     1.00 0.98   8.9 8.1   21.9 18.2 

           

KVBZ price, USD per share                     

Implied by Global peer median     1.93 2.64   1.21 3.05   1.39 4.56 

Upside/Downside to Developed avg     -23% 5%   -52% 21%   -45% 81% 

                      

MZVM price, USD per share                     

Implied by Global peer median     2.29 9.21   -12.88 -5.73   -19.86 -4.56 

Upside/Downside to Developed avg     -35% 162%   n/m n/m   n/m n/m 

                      

AZGM price, USD per share                     

Implied by Global peer median     0.06 2.29   -7.98 -3.75   -8.36 -0.07 

Upside/Downside to Developed avg     -95% 86%   n/m n/m   n/m n/m 

                      

SVGZ price, USD per share                     

Implied by Global peer median     0.04 0.25   -0.12 0.24   -0.76 0.27 

Upside/Downside to Developed avg     -91% -47%   n/m -48%   n/m -41% 

                      

DNVM price, USD per share                     

Implied by Global peer median     0.03 2.14   -2.10 1.41   -8.84 2.95 

Upside/Downside to Developed avg     n/m -66%   n/m -77%   n/m -53% 
Source: Company data, Bloomberg, Concorde Capital 
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Disclaimer  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR INFORMATIONAL PURPOSES 
ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE AWARE THAT CONCORDE 
CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT 
DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE 
CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED TO HEREIN, AND 
MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A MARKET-MAKER IN THE SECURITIES 
DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES PRINCIPALLY RESPONSIBLE FOR THE PREPARATION OF THIS REPORT RECEIVE 
COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND 
INVESTMENT BANKING REVENUES. 
 
PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL INSTRUMENTS SUCH AS 
DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK. 
 
DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT 
THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE 
STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART 
WITHOUT PRIOR PERMISSION IS PROHIBITED.  
 
NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON 
(WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED 
INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND 
MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL 
PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
 
©2010 CONCORDE CAPITAL 


