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CEZ – 4Q15 Preview 
 CEZ Might Deliver (Relatively) Strong Guidance 
 

 

UTILITIES CURRENT PRICE 385 CZK ACCUMULATE 
CZECH REPUBLIC TARGET PRICE (6M) 555 CZK CURRENT RATING 

 

 

Bloomberg CEZ CP  CEZ will release its 4Q15 results next Tuesday, 15th of March, B/Mkt. 
 
Revenues in 2015 should be generally lower vs. 2014 due to the lower 
average achieved baseload electricity price (39.5 EUR/MWh in 2015 vs 44.5 
EUR/MWh in 2014). Moreover, extended outages at Dukovany nuclear power 
plant weighted on both EBITDA and EBITDA margin during 4Q15.  
 
Nevertheless, CEZ has already lowered its FY EBITDA guidance to 64bn 
CZK from 68bn CZK (within 3Q15 results) as postponed completion of 
upgrades to coal-fired plants in the Czech Rep. and operation of existing 
coal-fired plant weights on operating results in conjunction with nuclear plants 
outages. Therefore, we expect the company should slightly exceed the 
guidance and reach 4Q15 EBITDA of CZK 15.7mn (FY15 CZK 64.2mn). 
We assume higher revenues (+7 % y/y) but lower EBITDA margin (29% vs. 
33% in 4Q14) leading to 10% decrease in EBITDA vs. 4Q14. We expect NI 
CZK of 5.2mn (ex-tax refund). Consensus estimate is somewhat confusing 
for us as it is not clear whether it exclude tax-refund. 
  
Thanks to the decision of the Appellate Tax Directorate to refund CZK 3.8bn 
to CEZ (Oct-10), adjusted NI should reach CZK 9.0bn. (However, the 
refund is rather one-off in our view. CEZ said it will include it into adjusted 
NI). Consequently, the dividend might be preserved at 40 CZK in our view 
(Note, we expect the dividend proposal later during the year before AGM). 
Regarding running results within European utilities sector, potential 
impairment of generation assets is a risk (not included in our estimate). On 
the other hand, there is no direct link to dividend, as CEZ use adjusted net 
income ex-impairments as a basis for the dividend (impairment is non-cash). 
  
EBITDA / adj.NI guidance for 2016 should be in the spotlight of results and a 
progress in Vattenfall’s assets bidding in Germany might be interesting for 
investors. CEZ might introduce relatively strong EBITDA guidance at 
CZK 65bn+ (BBG consensus CZK 63.3bn) according to us as increase in 
production volumes (expected by us) should partly offset another decrease in 
achieved power prices (35.0 EUR/MWh in 2016 vs 39.5 EUR/MWh in 2015). 
 

bCZK 4Q14A 4Q15E Patria  4Q15E Cons.* y/y Patria y/y Cons. 

Revenues 51,8 55,3 53,1 +7% 3% 

EBITDA 17,6 15,7 15,9 -10% -10% 

EBIT 8,9 8,4 8,5 -5% -4% 

Net income 5,9 5,2 8,5 -13% 43% 

adjusted NI 7,9 9,0 8,6 +13% +9% 
* consensus data as collected by IR dept. of CEZ (15) 
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Market Cap CZK 207,772m   

Shares outst. 538.0m 

Free float 30.2% 

Next corporate event 

Results 1Q16: 10 May 2016 

Performance 1M 3M 12M 

Absolute +4% -10% -37% 

Relative (PX) -2% -7% -29% 
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Finance”), a licensed securities broker-dealer regulated by the Czech National Bank. Patria Finance is part of Patria Online group (“Patria Online”), part of this group is also Patria Corporate 
Finance, a.s. (all companies belonging to the Patria Online group companies are referred to as “Patria”). In case the document or analysis was not prepared solely by Patria F inance analysts, 
such persons are mentioned in such document. 

Valuation: 

When preparing the analyses, Patria uses generally accepted valuation methods, namely: (i) discounting future free cash flow (Discounted Cash Flow valuation, DCF), (ii) discounting of future 
dividends (Dividend Discount Model, DDM), (iii) comparison in a group of comparable companies (Market-Based Valuation, MBV), and (iv) a screening system. Less frequent are some other 
methods of determining a fair valuation or a target price, such as Residual Income Valuation.  

DCF and DDM: the advantage of these methods is that future financial results are calculated; their disadvantage is that such forecast of future financial results is affected by the analyst's own 
judgment.  

MBV: this method is more independent from the analyst’s own judgment; however, it is usually based on current financial resul ts which may differ from the future ones. 

Screening system: this method is based on two dimensions: (i) assessment of potential growth and (ii) identification of an attractive value of the shares. According to the screening results, 
individual sectors and titles can be sorted into a two-dimensional space which allows the assessment of their relative attractiveness. 

Conflict of interests: 

Patria or parties affiliated with Patria (especially Patria Finance group companies) may execute or seek opportunities to execute transactions with companies that are mentioned in particular 
analyses. Therefore, Patria or parties affiliated with Patria may get into a conflict of interest that could affect the objectivity of given analyses.  

Unless otherwise stated in the document, Patria does not have a significant financial interest in any of the instruments or investment strategies presented in the analyses. 

Instruments covered in the analyses represent investment tips of Patria’s analysts. At a given moment, however, recommendations of Patria’s brokers or other employees regarding these 
instruments may be different, especially with regard to (i) an investment profile of a specific Patria’s client to whom Patria provides investment advice, and also (ii) to the current or expected 
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Although this document and the analyses were made in accordance with the rules to avoid conflicts of interest, affiliated entities and individual Patria’s departments may realize investment 
decisions that are inconsistent with recommendations or views expressed in these analyses. 

Investors should therefore consider this particular analysis only as one of several factors in their investment decision. 

By way of its internal rules, Patria prohibits its analysts to undertake personal transactions with investment instruments that are subject to analysis of a given analysts; i.e. it is forbidden to for 
the analysts to trade on their own account with instruments to which such analysts creates an analysis of investment opportunities. In relation to such investment instruments, the analysts are 
prohibited to provide investment services (with the exception of making investment recommendations). More information about the conflict of interest restrictions are listed on the website 
www.patria-direct.cz, in the “Documents” section in a document “Conflicts of Interest". 

Information on whether Patria or parties affiliated with Patria (especially Patria Finance group companies): 
  (1) Act as a market maker in relation to financial instruments of some of the companies mentioned in the analysis (“issuer”); 
  (2) Provide liquidity in relation to financial instruments of the issuer; 
  (3) Received compensation from the issuer's for investment banking services; 
  (4) Have a direct or indirect interest in the issuer's share capital in excess of five percent; 
  (5) Have been a leading manager or co-manager of public offerings of financial instruments issued by the issuer in the last twelve months; 
  (6) Have an agreement with the issuer relating to the creation and dissemination of investment recommendations; or 
  (7) Notified the issuer with the analysis prior to its dissemination, or whether a given analysis was amended as a result of such notification; 
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Patria belongs to a KBC Bank group and, unless otherwise stated in the analysis, Patria is not aware of any potential conflict of interest arising from the participation in this group. Patria created 
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Analysts’ compensation: 
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Risks and other general information: 

Despite Patria based the preparation of a document on reliable external sources, it is not liable for the completeness and accuracy of information used. Such document may be changed without 
prior notice. 

The analyses provide general information only. They do not constitute an offer to buy or sell financial instruments. Financial instruments or strategies mentioned may not be suitable for all 
investors. Opinions and recommendations do not take into account the situation and personal circumstances of individual clients, their financial situation, knowledge, experience, objectives or 
needs and thus the analyses are not intended to recommend specific financial instruments or strategies to particular investors. 

The analyses are prepared primarily for investors who are expected to make their own investment decisions based on their own assessment of a particular investment suitability in any 
investment instruments mentioned in a given analysis, especially by appropriately considering the price, possible dangers and risks, their own investment strategy and their own legal, tax and 
financial situation. An analysis should not be the sole basis for an investment decision. 
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Value, price, or income from such assets may change or be affected by movements in exchange rates. As a result of these changes, the investment value of such assets may decline. 
Successful investments in the past neither indicate nor guarantee favourable results in the future.  

Jurisdictions outside the Czech Republic: 

The analyses are intended for distribution in the Czech and Slovak Republic, or in other countries of the European Union. Distribution of specific analyses to the public outside the Czech and 
Slovak Republics may be restricted by law of that particular country. Persons who become the recipients of a given analysis should therefore properly inform themselves about the existence of 
such restriction. Non-adherence to such restrictions may result in a violation of the laws of the Czech Republic or that particular country. 
 

   

 


