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Disposal benefits 
Today Raiffeisen International (RI) has signed a contract to sell some of its 
Ukrainian banking assets to OTP. Based on the year end 2005 equity of the 
disposed entity the group realises a P/Bx multiple of 4.7x from the sale, which we 
think is very positive. It does strenghten the equity base of RI and hence pushes 
back a possible capital increase in our view. Hence we upgrade our EPS forecasts 
and target price accordingly. 

Forecasts and ratios     
Year End Dec 31 2004A 2005A 2006E 2007E

EPS Adjusted (EUR) 2.13 2.79 3.55 4.59

P/E Adjusted (x) NA 19.9 18.1 14.0

ROE Stated (%) 14.2 16.5 28.0 16.8

BVPS Stated (EUR) 14.7 19.6 25.3 29.2

P/B Stated (x) NA 2.8 2.5 2.2
Source: Deutsche Bank estimates, company data 
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All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from 
local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies. 

Deutsche Bank does and seeks to do business with companies covered in its research reports. Thus, investors should 
be aware that the firm may have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment decision. 

Independent, third-party research (IR) on certain companies covered by DBSI's research is available to customers of 
DBSI in the United States at no cost. Customers can access this IR at http://gm.db.com, or call 1-877-208-6300 to 
request that a copy of the IR be sent to them. 

DISCLOSURES AND ANALYST CERTIFICATIONS ARE LOCATED IN APPENDIX 1 
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Buy 
Price at 1 Jun 2006 (EUR) 64.10
Price Target (EUR) 80.00
52-week range (EUR) 78.54 - 45.45

 
Key changes 

Target Price 75.00 to 80.00  6.7%
 

Price/price relative 

0

50

100

150

4/05 10/05 4/06

0

20

40

60

80

100

Rel. to Dow Jones EU (L.H. Scale)       

Raiffeisen Internati (R.H. Scale)

Performance (%) 1m 3m 12m
Absolute -7.2 -6.8 28.2
Dow Jones EURO STOXX  Price -5.7 -4.0

 
Stock data 

Price Target (EUR) 80.00
Market cap (EUR) 9,152
Shares outstanding (m) 143
Free float (%) 0
Dow Jones EURO STOXX  Price 341.5

 
Key indicators 

ROE Stated (EUR) 28.0
Total Loans/Total Deposits (x) 101.9
Net Interest Margin (%) 4.1
Book value/share (EUR) 25.3
Cost-Income Ratio (x) 40.2
Net interest cover (x) 1.6
Tier 1 Ratio (%) 9.3
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€ 650m disposal in the Ukraine 
Today RI signed a contract to sell 100% of its Ukrainian subsidiary JSCB 
Raiffeisenbank Ukraine to OTP Bank from Hungary. The disposal price is € 650m, 
which implies a book profit of € 511m. The disposed entity had € 139m book value 
at end 2005 and a pre-tax profit of € 14m in 2004. The sale is still subject to 
regulators and anti-trust authorities, which should not be a problem in our view. 
After closing of this transaction RI will remain the No. 2 bank in the Ukraine due to 
its takeover of AVAL Bank in 2005. 

5.8% EPS upgrades 
The deal eliminates restructuring costs, which would have occurred from the 
merger of the two Ukrainian entities. We believe also that the proceeds will 
significantly strenghten the shareholder equity with € 393m at least. The latter is 
dependent on the capital gains tax effect of the disposal, which is unclear yet. 
Anyway we believe the group does no longer need a € 500m capital increase in 
2007, after this disposal. Hence we eliminate the projected capital increase, which 
implies that our EPS forecasts increase by ca. 5.7% for 2007E and 2008E.  

Valuation/Risks 
Based on our 2007E SOTP valuation, we derive a new target price of € 80 (€ 75). 
The change of the target price is entirely due to the increased EPS forecast. Our 
fair value implies a targeted 2007E P/E multiple of 17.4x, which is ca. 17% ahead 
of the average of Eastern European banks. We think a premium is justified amid 
the widespread country exposure and 25% CAGR 2008E of EPS it offers. 
Downside risks are: 1) Unexpected slowdown of economic growth in Eastern 
Europe and 2) currency devaluation in Eastern Europe. 
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Model updated: 01 June 2006 Year Ending 31 December 2002 2003 2004 2005 2006E 2007E 2008E

PROFIT & LOSS (EUR m)
Net interest revenue 394 564 804 1,202 1,638 1,954 2,279
Non-interest income 334 455 520 708 919 1,091 1,215
 Commissions 135 213 300 407 785 941 1,056
 Trading revenue 200 242 220 301 134 150 159
 Other revenue 0 0 0 0 0 0 0
Total revenue 728 1,018 1,323 1,910 2,557 3,045 3,494
Total Operating Costs 503 648 824 1,174 1,028 1,761 1,977
 Employee costs 219 297 381 552 755 885 1,032
 Other costs 284 351 443 622 273 876 945
Pre-Provision profit / (loss) 225 370 500 736 1,529 1,284 1,517
Bad debt expense 50 88 138 167 247 304 368
Operating Profit 175 283 362 569 1,282 980 1,149
Pre-tax associates 0 0 0 0 0 0 0
Pre-tax profit 175 283 362 569 1,282 980 1,149
 Tax 39 49 71 109 281 203 239

+43 1 53181 156  Minority shareholders 33 49 60 77 101 122 139
 Other post tax items 0 -6 -21 0 0 0 0
Stated net profit 104 179 209 382 900 655 771

+43 1 53181 153 Reconciliation to DB adjusted core earnings
 Goodwill 0 6 21 0 0 0 0
 Extraordinary & Other items 0 0 0 0 -393 0 0
 Bad Debt Provisioning 0 0 0 0 0 0 0
 Investment reval, cap gains / losse 0 0 0 0 0 0 0
DB adj. core earnings 104 185 231 382 506 655 771

KEY BALANCE SHEET ITEMS (EUR m) & CAPITAL RATIOS
Risk weighted assets 9,283 12,802 19,638 29,914 36,800 45,600 52,700
Interest-earnings assets 12,928 17,524 26,082 35,645 43,716 54,421 66,859
Total loans 8,052 11,435 15,876 24,064 30,634 39,335 45,786
Total deposits 9,365 12,083 18,169 24,890 30,059 38,443 45,379
Stated Shareholder Equity 918 1,103 1,840 2,801 3,615 4,163 4,805
Tangible shareholders equity 883 1,068 1,765 2,274 2,765 3,313 3,955
Tier 1 capital 907 1,204 1,977 2,392 3,407 3,954 4,597
Tier 1 ratio (%) 9.8 9.4 10.1 8.0 9.3 8.7 8.7
  o/w core tier 1 capital ratio (%) 9.8 9.4 10.1 8.0 7.9 7.6 7.8
Tangible equity / total assets (%) 6.1 5.3 6.1 5.6 5.6 5.4 5.4

CREDIT QUALITY
Gross NPLs / Total Loans (%) 3.25 3.34 2.38 1.75 1.57 1.35 2.18
Risk Provisions / NPLs (%) 72 71 97 154 151 142 83
Bad debt chg / Avg loans (%) 0.61 0.90 1.01 0.84 0.90 0.87 0.86

GROWTH RATES & KEY RATIOS
Growth in revenues (%) nm 40 30 44 34 19 15
Growth in costs (%) nm 29 27 43 -12 71 12

52-week Range: EUR 45.45 - 78.54 Growth in bad debts (%) nm 77 57 22 48 23 21
Market Cap (m) EUR 9,152 Growth in RWA (%) nm 38 53 52 23 24 16

USD 11,731 Growth in loans (%) nm 21 40 46 37 28 22
Growth in deposits (%) nm 29 50 37 21 28 18

Company identifiers Net int. margin (%) 3.05 3.70 3.69 3.89 4.13 3.98 3.76
Cusip NA Cost income ratio (%) 69.1 63.6 62.2 61.5 40.2 57.8 56.6
SEDOL B0704T9 Total loans / Total deposits (%) 86 95 87 97 102 102 101

Source: Company data,  Deutsche Bank estimates

Bloomberg: RIBH AV
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Company website

Raiffeisen International has a widespread presence
in 15 Eastern European countries ranging from
Albania to Russia. It has no exposure to the
Austrian market, although it belongs to the
Austrian Raiffeisen Banking Group. The company
offers a comprehensive range of retail and
corporate banking services. Raiffeisen International 
has the strategy to grow the retail business
aggressively. Therefore it pursues a significant
branch opening program until 2007. In addition the
company seeks further takeover opportunities to
support the growth strategy.
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Roland Neuwirth
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Valuation 
SOTP 2007E 

Figure 1:  
Raiffeisen Int. EQUITY NET RoE 2007E RoE 

SUSTAIN CoE
GROWTH P/BV P/E TOTAL VALUE

SOTP AT END - 2007E E m E m SUSTAIN x x VALUE PS

      

Central Europe 1,537 201 13.1% 13.0% 10.0% 7.5% 2.2 16.8 3,381 23.7

SE Europe 1,131 193 17.1% 17.9% 12.0% 8.5% 2.7 15.8 3,048 21.3

CIS Countries 1,221 261 21.4% 24.0% 13.5% 10.0% 4.0 18.7 4,884 34.2

Total 3,889 655 16.8% 17.9% 11.7% 8.6% 2.9 17.3 11,313 79.2

Dividend     0.75

Fair value   2.94 17.4 11,420 80.0
Source: Deutsche Bank 

Based on our SOTP valuation, we derive our new price target of Euro 80 (Euro 75). We use 
this methodology because it allows valuation of each geographic segment separately. 
Thereby we use different assumptions for sustainable RoE, cost of equity and growth. We 
admit that the assumption for sustainable growth is subjective and has a major influence on 
the valuation. 

In light of the Euro 650m disposal of the Ukrainian banking asset we no longer incorporate a 
Euro 500m capital increase in our projections. That is because the group targets an 8% Tier 1 
ratio, which is lower than our existing forecast of 8.7% for the years 2007E and 2008E. 
Therefore the number of shares of 142.8m remains unchanged for the entire forecast period 
until 2008E. So far we were projecting a capital increase of 8m new shares for 2007E in order 
to fund the strong asset growth of RI. 
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New group forecasts 
Figure 2: Raiffeisen International – group forecasts  
Euro million  2003 2004 2005 2006E 2007E 2008E

    Aval ->  Impex->    

 Net interest income           564           806         1,202         1,638          1,954         2,279 

 Net commission income           213           298           407           785            941         1,056 

 Net trading income           242           221            301           134            150           159 

 Operating income        1,018        1,325         1,910         2,557          3,045         3,494 

 Operating expenses          (659)           (823)         (1,163)         (1,535)         (1,755)         (1,970)

 Other operating result              5             (22)             (11)           507               (6)               (7)

   o.w.  goodwill             (6)            (21)              -              -              -              -

 Gross operating profit           364           480           736         1,529          1,284         1,517 

 Risk provisions            (88)           (138)           (167)           (247)           (304)           (368)

 Pre tax profit           277           342           569         1,282            980         1,149 

 Pre tax profit adj.           283           363           569         1,282            980         1,149 

 Tax            (49)             (71)           (109)           (281)           (203)           (239)

 Minorities            (49)             (60)             (77)           (101)           (122)           (139)

 Net profit           179           211           382           900            655           771 

     0 0    

 YE risk weighted assets      12,802      19,638       29,914       36,800        45,600       52,700 

 Avg.risk weighted assets      11,042      16,220       23,805       33,763        41,200       49,150 

 Avg. allocated equity        1,147        1,535         2,608         3,208          3,889         4,484 

          

 Growth YoY           

 Risk weighted assets  na 47% 47% 42% 22% 19%

 Operating income  na 30% 44% 34% 19% 15%

 Operating expenses  na 25% 41% 32% 14% 12%

 Gross operating profit  na 32% 53% 108% -16% 18%

 Pre-tax profit  na 24% 66% 125% -24% 17%

 Pre-tax profit adj.  na 28% 57% 125% -24% 17%

 Net profit  na 18% 81% 135% -27% 18%

          

 Ratios          

 NII / RWA  5.10% 4.97% 5.05% 4.85% 4.74% 4.64%

 Cost income ratio %  64.7% 62.1% 60.9% 60.0% 57.6% 56.4%

 PLL / RWAs  0.79% 0.85% 0.70% 0.73% 0.74% 0.75%

 Tier 1 ratio %  10.4% 9.5% 11.0% 9.5% 9.4% 9.1%

 Tax rate %  17.7% 20.7% 19.2% 21.9% 20.8% 20.8%

 Minorities ratio %  -21.3% -22.1% -16.8% -10.1% -15.7% -15.3%

 Pre tax RoE  24.1% 22.3% 21.8% 40.0% 25.2% 25.6%

 Net RoE  15.6% 13.8% 14.7% 28.1% 16.8% 17.2%
Source: Company data and Deutsche Bank 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

Disclosure checklist 
Company Ticker Recent price Disclosure 
Raiffeisen International RIBH.VI 64.10 (EUR) 1 Jun 06 6,8 

 
6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 

calculated under computational methods required by US law. 

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 
from this company in the next three months. 

 
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject 
issuer and the securities of the issuer.  In addition, the undersigned lead analyst(s) has not and will not receive any 
compensation for providing a specific recommendation or view in this report. Christian Bader 
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Historical recommendations and target price: Raiffeisen International (RIBH.VI) 

 (as of 6/1/2006) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 8/6/2005: Hold, Target Price Change EUR51.00 

2. 2/2/2006: Hold, Target Price Change EUR65.00 

 3. 24/5/2006: Upgrade to Buy, Target Price Change EUR75.00 

 
Equity rating key  Equity rating dispersion and banking relationships 

Buy: Expected  total return (including dividends) of 10% 
or more over a 12-month period. 
Hold: Expected  total return (including dividends) 
between -10% and 10% over a 12-month period. 
Sell: Expected  total return (including dividends) of -
10% or worse over a 12-month period. 
Notes: 
1.    Published research ratings may occasionally fall 
outside these definitions, in which case additional 
disclosure will be included in published research and on 
our disclosure website (http://gm.db.com); 
2.    Newly issued research recommendations and 
target prices always supersede previously published 
research. 
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Regulatory Disclosures 

Disclosures required by United States laws and regulations 

See company-specific disclosures above for any of the following disclosures required for covered companies referred to in 
this report: acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership; 
compensation for certain services; types of client relationships; managed/comanaged public offerings in prior periods; 
directorships; market making and/or specialist role. 
 
The following are additional required disclosures: 

Ownership and Material Conflicts of Interest: DBSI prohibits its analysts, persons reporting to analysts and members of their 
households from owning securities of any company in the analyst's area of coverage. 
Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking 
revenues. 
Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households 
from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. 
Distribution of ratings: See the distribution of ratings disclosure above. 
Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if 
with respect to multiple companies which are the subject of this report, on the DBSI website at  
http://gm.db.com. 
 
Additional disclosures required under the laws and regulations of jurisdictions other 
than the United States 

The following disclosures are those required by the jurisdiction indicated, in addition to those already made pursuant to United 
States laws and regulations. 
 
Analyst compensation: Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which 
includes investment banking revenues 
 
Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
EU: A general description of how Deutsche Bank AG identifies and manages conflicts of interest in Europe is contained in our 
public facing policy for managing conflicts of interest in connection with investment research. 
Germany: See company-specific disclosures above for (i) any net short position, (ii) any trading positions (iii) holdings of five 
percent or more of the share capital. In order to prevent or deal with conflicts of interests Deutsche Bank AG has 
implemented the necessary organisational procedures to comply with legal requirements and regulatory decrees. Adherence 
to these procedures is monitored by the Compliance-Department. 
Hong Kong: See http://gm.db.com for company-specific disclosures required under Hong Kong regulations in connection with 
this research report.  Disclosure #5 includes an associate of the research analyst.  Disclosure #6, satisfies the disclosure of 
financial interests for the purposes of paragraph 16.5(a) of the SFC's Code of Conduct (the "Code").  The 1% or more interests 
is calculated as of the previous month end.  Disclosures #7 and #8 combined satisfy the SFC requirement under paragraph 
16.5(d) of the Code to disclose an investment banking relationship. 
Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the 
Japanese Securities Dealers Association or the Japanese Securities Finance Company. 
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a licence in the Russian Federation. 
South Africa: Publisher: Deutsche Securities (Pty) Ltd, 3 Exchange Square, 87 Maude Street, Sandton, 2196, South Africa. 
Author: As referred to on the front cover. All rights reserved. When quoting, please cite Deutsche Securities Research as the 
source. 
Turkey: The information, interpretation and advice submitted herein are not in the context of an investment consultancy 
service. Investment consultancy services are provided by brokerage firms, portfolio management companies and banks that 
are not authorized to accept deposits through an investment consultancy agreement to be entered into such corporations and 
their clients. The interpretation and advices herein are submitted on the basis of personal opinion of the relevant interpreters 
and consultants. Such opinion may not fit your financial situation and your profit/risk preferences. Accordingly, investment 
decisions solely based on the information herein may not result in expected outcomes. 
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United Kingdom: Persons who would be categorized as private customers in the United Kingdom, as such term is defined in 
the rules of the Financial Services Authority, should read this research in conjunction with prior Deutsche Bank AG research on 
the companies which are the subject of this research. 
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The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”).  The information herein is believed by Deutsche Bank to be reliable and has been obtained 
from public sources believed to be reliable.  With the exception of information about Deutsche Bank, Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

This published research report may be considered by Deutsche Bank when Deutsche Bank is deciding to buy or sell proprietary positions in the securities mentioned in this report. 

For select companies, Deutsche Bank equity research analysts may identify shorter-term opportunities that are consistent or inconsistent with Deutsche Bank's existing, longer-term Buy or Sell recommendations.  This 
information is made available on the SOLAR stock list, which can be found at http://gm.db.com. 
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Deutsche Bank AG 
Equity Research 
Große Gallusstraße 10-14 
60272 Frankfurt am Main 
Germany 
Tel: (49) 69 910 41339 
Fax: (49) 69 910 34225/7 

Deutsche Bank Sim S.p.a 
Via Santa Margherita 4 
20123 Milan 
Italy 
 
Tel: (39) 0 24 024 1 
Fax: (39) 0 24 024 2636 

Deutsche Bank AG 
Herengracht 450 
1017 CA Amsterdam 
Netherlands 
 
Tel: (31) 20 555 4911 
Fax: (31) 20 555 4428 

DB Corretora - Sociedade 
Corretora de Valores 
Mobiliários, SA 
Rua Castilho 20-5 
125069 Lisbon 
Portugal 
Tel: (351) 21 311 1200 
Fax: (351) 21 353 5241 

Deutsche Securities  
S.V.B, S.A. 
P0 de la Castellana, 42 
7th Floor 
28046 Madrid 
Spain 
Tel: (34) 91 782 8400 
Fax: (34) 91 782 8465

Deutsche Bank AG 
Stureplan 4 A, Box 5781 
S-114 87 Stockholm 
Sweden 
 
Tel: (46) 8 463 5500 
Fax: (46) 8 463 5550 

Deutsche Bank AG 
Uraniastrasse 9 
PO Box 7370 
8023 Zürich 
Switzerland 
Tel: (41) 1 224 5000 
Fax: (41) 1 227 3100 

Deutsche Bank AG, Helsinki 
Kaivokatu 10 A, P.O.Bvox 650 
FIN-00101 Helsinki 
Finland 
 
Tel: (358) 9 25 25 25 0 
Fax: (358) 9 25 25 25 85 

Deutsche Bank AG 
Hohenstaufengasse 4 
1010 Vienna 
Austria 
 
Tel: (43) 1 5318 10 
Fax: (43) 1 5318 1114 

Deutsche UFG 
10 Povarskaya Street 
121069 Moscow 
Russia 
 
Tel: (7) 501 967 37 27 
Fax: (7) 501 967 37 30 

International locations 

Deutsche Bank Securities Inc. 
60 Wall Street 
New York, NY 10005 
United States of America 
Tel: (1) 212 250 2500 
 

Deutsche Bank AG London 
1 Great Winchester Street 
London EC2N 2EQ 
United Kingdom  
Tel: (44) 20 7545 8000 
Fax: (44) 20 7545 6155 

Deutsche Bank AG 
Große Gallusstraße 10-14 
60272 Frankfurt am Main 
Germany 
Tel: (49) 69 910 41339 

 

Deutsche Bank AG 
Level 55 
Cheung Kong Center 
2 Queen’s Road Central 
Hong Kong 
Tel: (852) 2203 8888  
Fax: (852) 2203 6921 

Deutsche Securities Inc. 
Level 20, 2-11-1 Nagatacho 
Sanno Park Tower 
Chiyoda-ku, Tokyo 100-6171 
Japan 
Tel: (81) 3 5156 6701 
Fax: (81) 3 5156 6700 

  

 

 
 


