Ter Beke ESN

Belgium/ Food & Beverage Company update
Investment Research 11 May 2010
Accumulate Reassuring 1Q10 interim statement
Recommendation unchanged
Share price: EUR 54.00
closing price as of 1/05/2010 We maintain our Accumulate rating and our DCF based EUR 62.10 TP, which
Target price: EUR 62.10 implies 15% upside potential.
Target Price unchanged Not only Ter Beke’s FY09 net result was ahead of our and consensus
Reuters/Bloomberg Terser/TERBBE  €XPectations, but also the quality of the bottom-line figure has improved strongly
Daily avg. no. trad. sh. 12 mth 200 thanks to a better operati.ng performance. Last wee.k’s interim statement showed
Daily avg. trad. vol. 12 mth (m) o.01 that 1Q10 turnover has increased 3% thanks to higher sales at the processed
Price high 12 mth (EUR) s6.00 Meats BU and in fresh ready meals. Moreover, management is confident that it
Price low 12 mth (EUR) 4030 Can maintain its growth in both divisions and that the improvement of the results
Abs. perf. 1 mth 0.6% in FYO9 will be continued in FY10.
Abs. perf. 3 mth 2.9%
Abs. perf. 12 mth 24.1%
v FY09 turnover remained stable and in line with our estimates, 1Q10 bodes

Market capitalisation (EURm) 94 well for FY10.
Current N of shares (m) 2 FYO09 turnover of the processed meats division increased by EUR 3.7m (+1.4%),
e ot 2 thanks to the growth of the service slicing activities in The Netherlands and the

N growth of the processed meats production activities in Ter Beke’s home markets.
Key financials (EUR) 12/09  12/10e  12/11e R
Sales (m) 302 400 412 Ter Beke last year reported 1H09 sales of EUR 191.4m, of which EUR 131.0m by
EBITDA (m) 35 35 35 its processed meats BU and EUR 60.4m for the fresh ready meals BU. We bank on
EBITDA margin 9.0% 87%  8.4% 1H10 sales of EUR 195.2m, while Ter Beke management now implicitly guides for
EBIT (m) 15 16 16 EUR 197m.
EBIT margin 3.8% 4.0% 3.9%
Net Profit (adj.)(m) 8 9 10 ¥ FYO09 recurring operating result was clearly better than expected and 1Q10
ROCE 6.5% 2% 1.4% seems to confirm the uptrend.
et Gl () 65 58 51 The FY09 EBITDA increases by 17.7% to EUR 35.2m, primarily due to an improved
z:: EEELE[‘BTT'B'A 0189 0177 0155 product mix, supply chain management and cost control. Furthermore we also see
Int. cover(EBITDA/Fin.int) 10.1 03 105 the positive effect of the terminated French contracts at low margins.
EV/Sales 04 0.4 04 Last week management repeated in the 1Q10 interim statement that it is confident
EV/EBITDA 46 4.4 42 that it can maintain its growth in both divisions and that the improvement of the
EVIEBITDA (adj.) 4.6 44 42 results in FY09 will, save for unexpected circumstances, be continued in FY10. We
EVIEBIT 106 9.6 9.0 anticipate a slight improvement of the operating margin from 3.8% in FY09 to
PIE (adj.) 113 103 9.8 4.0%.
P/BV 11 11 1.0
Qirel” Yl 6.0% 127% 122% v FYQ9 net result came out largely above expectations, notwithstanding higher
[E’;g‘j(zzjf’)y'e'd 4;‘;/; 4'55;/‘; 4'56;/; taxes. We expect further EPS growth in FY10 and in FY11.
8PS 1779 5063 5368 The FY09 net profit after taxes amounted to EUR 8.3m and does not contain any

DPS 235 242 2.48 non-recurring results (as opposed to FY08 EAT of EUR 7.6m, which contained a
EUR 1.5m positive one-off).

© ) FY10 will be supported by a new Come acasa® publicity and promotion
. H{’\MM\VWN\ campaign in Belgium accompanying the launch of a renewed range of pasta meals.
- ' For FY11 we expect a positive effect of the integration of the Dutch slicing
w® and packaging activities into the new logistics platform in Nijmegen-
. W‘v' The Netherlands. Construction started in 1Q10 and as of the end of 2010, all of the
oton wmor tmor Wien A S oo Noven o mm FeE WA Amm group’s logistic activities for The Netherlands will be centralised there, as well as
o, TR egum A Stae (taser) the slicing and packaging activities that are currently operated in the plant in
Shareholders: COOVAN 61%: Seneca (LDB) 6%; Bois Milsbeek (The Netherlands).
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Ter Beke ESN

Investment Case

= FYO09 results above expectations thanks to improved product mix and cost
containment. The 1Q10 interim statements bodes well for FY10

Ter Beke’s FY09 sales remained stable and in line with expectations, thanks to 1.4% sales
growth in of processed meats and despite a 3.7% decline of sales for the ready meals
division. The operating result surprised positively with REBIT at EUR 15.1m, up 32.6% from
EUR 11.4m. Management expects that it can maintain growth in both divisions and that the
improvement of the results in FY09 will, save for unexpected circumstances, be continued in
FY10.

= FreshMeals has become the group’s cash cow

Ter Beke’s ready meals division FreshMeals has become the group’s cash cow for some
years now. The ready meals REBITDA margin amounted to between 8.5% and 14.3% over
2005 till 2009 (11.7% on average), vs 7.6% on average for the processed meats division
Ter Beke-Pluma.

All'in all, Ter Beke proved to be a very stable generator of profits and cash flow, even in a
downturn.

= Multiples in line with European peers

In our peer group of European food & beverage companies that are active in processed
meats (and some of them also in ready meals), Ter Beke stands out with a comparatively
high depreciation ratio of close to 5% to sales. Ter Beke management explains the
company'’s high capex to sales by a previous period of high investments, the state-of-the-art
production, slicing and packaging machinery.

In terms of EBITDA, Ter Beke trades far below peer group (EV/EBITDA multiple of 4.6x and
4.4x vs 6.9x and 6.7x for peer group based estimates for FY09 and FY10e). Also, on an
earnings base (operational level: EV/EBIT and on bottom line: P/E) Ter Beke still trades at
attractive levels.

= Fair value of EUR 62.10 is based on cautious estimates

Investors should judge Ter Beke first and foremost as a relatively resilient stock in a
defensive sector with relatively stable sales of both of its divisions.

Market sources bank on a volume growth of 1% in the European processed meats market
through 2017. We derive our fair value price target of EUR 62.10/share from our DCF
model, which is based on reasonable, but not overly bullish growth and profitability
assumptions.

We cross-checked the outcome on the basis of multiples (averages of European small &
mid cap food & beverage companies) and derived a fair value between EUR 60 and
EUR 66/share (average of EUR 63.7), which confirms our DCF based target price. We
therefore maintain our Accumulate recommendation.
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Ter Beke ESN

FY09 results and 1Q10 interim statement

% Chg Aest.
(EUR m) 1H08 2H08 FY08 1H09a  2H0%9a  FY09a -~ FY09e ;
Net sales 192.1 201.1 393.2 191.4 201.0 3924 -0.2% 394.1 -0.5%
Proces. meats 128.7 140.7 269.4 131.0 142.1 2731 1.4% 2704 1.0%
Ready meals 63.4 60.4 1238 60.4 58.9 119.3 -3.7% 1238 -3.7%
EBITDA 147 15.1 29.9 16.0 19.1 32 17.7% 323 8.8%
EBITDA margin 7.7% 7.5% 7.6% 8.4% 9.5% 9.0% 8.2%
Non-cash 8.7 13.2 21.9 9.3 10.8 20.1 -8.4% 19.0 5.8%
EBIT 6.1 1.9 8.0 6.7 8.4 151  89.7% 133 13.2%
EBIT margin 3.1% 0.9% 2.0% 3.5% 4.2% 3.8% 3.4%
Net result 2.7 4.9 7.6 44 38 8.3 8.6% 7.7 7.6%
Net margin 1.4% 2.4% 1.9% 2.3% 1.9% 2.1% 1.9%
Adj. EPS (EUR) 1.57 2.82 4.39 2.55 1.60 477 8.5% 4.43 7.6%

Source : Company data, ESN - Bank Degroof Research

Sales

FYO09 total turnover remained stable (only -0.2%) at EUR 392.4m (vs EUR 393.2 in FY08).

EUR m 1H08 2H08 FY08 1H09 2H09 FY09
Sales 192.1 201.1 393.2 191.4 201.0 392.4
Total sales growth % 8.3% 6.2% 7.2% -0.4% 0.1% -0.2%
Processed meats 128.7 140.7 269.4 131.0 142.1 273.1
Sales growth % 12.1% 10.2% 11.1% 1.8% 1.0% 1.4%
Fresh ready meals 63.4 60.4 123.8 60.4 58.9 119.3
Sales growth % 1.4% -2.1% -0.3% -4.7% -2.5% -3.7%

Source : Company data, ESN — Bank Degroof Research

The turnover of the processed meats division increased by EUR 3.7m (1.4%) thanks to
growth of the service slicing activities in The Netherlands and of the processed meats
production activities in its home markets (Benelux, The Netherlands. The turnover growth is
slowed down by decreasing raw material prices that were passed on in the sales prices.

The turnover in ready meals declined due to the termination of non profitable volume
contracts in France. Along with the evolution of raw material prices, this termination resulted
in a decrease of the turnover in ready meals by EUR 4.5m. Ter Beke started last month a
Come a casa® publicity and promotion campaign in Belgium, which supports the launch of a
renewed range of pasta meals.

Ter Beke’s 1Q10 turnover was up 3% Y-0-Y thanks to increased sales at both divisions
(processed meats and fresh ready meals). The group assumes that the turnover growth will
be reflected in 1H10 results. We bank on 1H10 sales of EUR 195.2m, while Ter Beke
management now implicitly guides for EUR 197m.
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Operating result

= EBITDA

EBITDA was up 18% to EUR 35.2m, primarily due to an improved product mix (thanks to
the positive effect of the terminated French contracts), efficiency improvements throughout
the entire supply chain and cost control.

EUR m 1H08 2H08 FY08 1HO09 2H09 FYO09
REBITDA 154 144 29.8 16.0 352
Total REBITDA growth % 14.5% -8.9% 1.8% 4.3% 17.9%
REBITDA margin 8.0% 7.2% 7.6% 8.4% 9.0%
Processed meats 8.1 8.0 16.2 8.8 19.8
REBITDA growth % -15.4% -12.5% -14.0% 7.9% 22.4%
REBITDA margin 6.3% 5.7% 6.0% 6.7% 7.8% 7.2%
Fresh ready meals 8.3 75 15.8 8.9 18.2
REBITDA growth % 60.2% -4.4% 21.3% 7.6% 23.9% 15.3%
REBITDA margin 13.1% 12.4% 12.8% 14.8% 15.8% 15.3%
Source : Company data, ESN — Bank Degroof Research —
Processed meats (EBITDA — EUR m) Ready meals (EBITDA — EUR m)
20 20% 20 20%
5 I REBITDA -~ REBITDA margin . 5 = REBITDA ~@— REBITDA margin %
16 | 16% 16 16%
14 14% 14 14%
12 4 12% 12 12%
10 4 10% 10 10%
8 1 8% 8 8%
6 4 6% 6 6%
4 4 4% 4 4%
2+ 4 2% 2 ¢ %
0 0% 0 0%
FY05  FYO6  1HO7 ~ 2HO7  1HO8  2H08  1HO9  2HO9 FY0O5 ~ FYO6  1HO7 ~ 2HO7  1HO8  2H08  1HO9  2H09
Source: Company data, ESN — Bank Degroof Research Source: Company data, ESN - Bank Degroof Research
Note: No separate figures available for 1HO5 till 2H06 Note: No separate figures available for 1HO5 till 2H06
= REBIT

The remarkable EBIT increase in 2009 (y-o-y +90%) has to do with the recording of
EUR 3.4m of non-recurring depreciations & impairments in 2008. A better view on the
improved profitability on the operating level gives us the REBIT figure of EUR 15.1m, which
was up EUR 3.7m compared to 2008 (vs an EBITDA increase of EUR 5.3m).

Ter Beke recorded EUR 1.6m additional recurring depreciations and impairments in FY09
compared to FY08.
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EUR m FY04 FY05 FY06 FYQ07 FY08 FY09
REBIT 10.2 21.6 10.1 12.2 11.4 15.1
Total EBIT growth % 112.7% -53.3% 20.6% -6.7% 32.6%
REBIT margin 5.1% 9.2% 3.1% 3.3% 2.9% 3.8%
Processed meats 6.8 8.2 8.3 9.7 6.1 7.8
REBIT growth % 1.4% 16.8% -37.3% 27.5%
REBIT margin 7.1% 6.3% 4.1% 4.0% 2.3% 2.9%
Fresh ready meals 7.7 5.0 37 53 7.9 10.8
REBIT growth % -26.3% 41.8% 50.4% 36.4%
REBIT margin 7.4% 4.7% 3.1% 4.2% 6.4% 9.0%
Non current items 15 -2.0 0.0 0.0
Processed meats 15 0.9 0.1 0.0
Fresh ready meals 0.0 -1.1 -3.4 0.0
EBIT 10.2 21.6 11.6 10.2 114 15.1
Total EBIT margin 5.1% 9.2% 3.6% 2.8% 2.9% 3.8%
Processed meats 8.2 9.8 8.9 6.1 7.8
EBIT margin 6.3% 4.8% 3.7% 2.2% 2.9%
Fresh ready meals 5.0 37 42 45 10.8
EBIT margin 3.9% 1.8% 1.7% 1.7% 3.9%
Not attributed result 8.4 -1.9 -2.8 -2.6 -3.5
Source : Company data, ESN - Bank Degroof Research
Processed meats (EBIT — EUR m) Ready meals (EBIT — EUR m)
20 10% 20 10%
S . = REBIT —-REBTmargn | g | " REBIT 8- REBIT mrgin 0%
16 - — 272 8% 16
14 6.3% 4 7% 14+
N 6% 12
0= gz’ TOONU41% ) O 7?37 -1 5% 10
g | 4 4% 8 -
6 - = . . S — 6
4 1 2% 4+
2 -4 1% 2+
0 0
FY04 FY05 FY06 FY07 FY08 FY09 FY04 FY05 FY06 FYo7 FY08 FY09
Source: Company data, ESN — Bank Degroof Research Source: Company data, ESN — Bank Degroof Research
Net result

Lower than expected financial costs (thanks to GBP/EUR evolution, lower debt rate and
lower interest rates) resulted in FY09 net earnings of EUR 8.3m (EPS of EUR 4.77), ahead
of our estimate of EUR 7.7m (EPS of EUR 4.43) and consensus expectations (EUR 7.5m
and EUR 3.99, respectively). Tax rate (33.6%) came out somewhat higher than expected.

The BoD will propose a gross dividend of EUR 2.35/share (up from EUR 2.10 in FY08, vs
EUR 2.24 expected), which results in a gross dividend yield of 4.50%.
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Ter Beke ESN

Valuation

Two methods have been used for the valuation of Ter Beke:

- Avaluation based on the discounted free cash flows and

- A peer group comparison

DCF valuation

In order to value Ter Beke, we have discounted its free cash flows using a two-period
model. In a first period (2010-2016), we have used the below detailed free cash flow
projections. For the last period, as of 2017, a residual value was calculated and
subsequently discounted. We discounted at a WACC of 8.09% (beta of 0.97, a risk free rate
of 4.0% and a market risk premium of 6.54%). Furthermore, we used a 7-year explicit
forecast period. A conservative long-term growth rate of 1.0% (from 2017 onwards) was
applied to the NOPLAT in calculating Ter Bekes' discounted terminal value. The DCF
valuation points to a theoretical value of equity of EUR 107.6m or EUR 62.10/share.

CASH FLOW (EUR m) 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 '\;Z;T
Net Sales 326.7 366.7 3932 3924 400.2 4122 4225 4331 4418 4506 4551 4597
% change 383% 122% 72% -02% 20% 3.0% 25% 25% 20% 2.0% 1.0% 1.0%
EBITDA 24.0 29.3 29.9 35.2 34.8 34.7 35.9 374 38.2 385 37.7 36.8
% margin 73% 80% 76% 9.0% 87% 84% 85% 86% 86% 85% 83% 8.0%
% change 109% 221% 20% 17.7% -11% -03% 36% 41% 20% 09% -22% -2.4%
Depreciation & other provisions 13.9 19.0 219 20.1 19.0 18.6 18.2 18.3 18.6 19.0 19.4 19.9
% sales 4.2% 5.2% 5.6% 5.1% 4.7% 4.5% 4.3% 4.2% 4.2% 4.2% 4.3% 4.3%
EBITA 10.1 10.2 8.0 15.1 15.8 16.1 17.7 19.1 19.5 19.5 18.2 16.9
% margin 31% 28% 20% 38% 40% 3.9% 42% 44% 44% 43% 40% 3.7%
% change 56% 13% -223% 89.7% 48% 16% 100% 82% 20% -02% -6.4% -7.3%
Taxes 2.3 0.4 10.7 -5.1 -4.1 -4.3 -4.8 -5.3 5.5 -5.6 5.3 -4.9
Normative tax rate 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0%
Actual tax rate 22.8% 44% -134.6% 33.6% 26.0% 265% 27.0% 275% 28.0% 285% 29.0% 29.0%
NOPLAT 7.8 9.8 18.7 10.0 11.7 11.8 129 13.9 14.1 13.9 13.0 12.0
Depreciation & other provisions 13.9 19.0 219 20.1 19.0 18.6 18.2 18.3 18.6 19.0 19.4 19.9
% sales 42% 52% 56% 51% 47% 45% 43% 42% 42% 42% 43% 43%
Gross Operating Cash Flow 21.7 28.8 40.6 30.1 30.7 30.4 311 321 32.7 330 324 319
Capex -16.7  -201  -174 174 -160 -164 -169 -174 -179 -185 -190 -199
% sales 51% 55% 44% 44% 40% 40% 40% 40% 41% 41% 42% @ 43%
Change in NWC (-=incr.;+=decr.)  -12.0 1.7 39 =i -0.2 0.4 -0.3 0.3 -0.3 0.3 0.1 0.1
Cash Flow to be discounted -7.0 16.5 27.0 74 144 13.7 13.9 144 145 14.2 13.2 119
DCF EVALUATION (EUR m)
WACC 8.09% 8.09% 8.09% 809% 8.09% 8.09% 8.09% 8.09%
Discount Rate factor 0.95 0.88 0.81 0.75 0.70 0.64 0.60 0.55
Discounted Cash Flow 13.7 12.0 11.3 10.9 10.1 9.2 79 6.6
Cumulated DCF 13.7 25.7 37.1 48.0 58.1 67.2 75.1 81.7

Source : ESN — Bank Degroof Research

BANK _
DEGROOF Page 7



Ter Beke

Our terminal value factor assumes an EBITDA margin of 8.0% and depreciation/sales &
capex/sales of 4.3%. Other key parameters in our scenario are:

- A sales CAGR of 2.0% for the period 2010-2017, banking on a 1% volumes
increase in both processed meats and fresh ready meals. Turnover growth has
been reviewed upwards due to increased exposure to slicing and packaging of
processed meats, which are activities that are expected to show a higher growth
rate within the foreseeable future.

- A normalised EBITDA margin of 8.0% as of 2017. This is slightly higher than
previously assumed, and in line of the average EBITDA margin obtained over four
years (FYO06 till FY09). The average historical EBITDA margin over 2000-2009 (ten
years) amounts to 9.2%. However, as slicing and packaging are ever becoming
more important in Ter Beke-Pluma’s product mix, we assume the lower margins
should be applied in the future.

- An average capex to sales ratio of 4.0% from 2010 until 2016 and a normalised
level of 4.3% (was 4.4% in FY08 and FY09).

- A normative tax rate of 29%.

WACC & DCF analysis

Cost of Equity (Ke or COE) 10.35% Cumulated DCF 81.7 - Net Financial Debt (57.7)

Perpetual Growth Rate (g) 1.0% - Minorities (estimated value) 0.0
Cost of Debt (gross) 5.2% Normalised Annual CF 12.0 + Associates 0.2
Debt tax rate 25% Terminal Value @ 12/2017 171.2 - Pension underfunding & prov. (10.2)
Cost of Debt net (Kd ) 3.88% Disc. Rate of Terminal Val. 0.55 - Off-balance sheet commit. (2.0)

Discounted Terminal Val. 94.4 Equity Market Value (EUR m) 107.6
Target gearing (D/E) or % Kd 35.0% Number of shares (m) 17
% Ke 65.0% Financial assets 0.2 Fair Value per share (EUR) 62.10
Normative Tax Rate 29.0% Enterprise Value (EUR m) 176.3 Price (EUR) 54.00
WACC 8.09% DCF reliability rate 46% Potential upside (downside) 15.0%

Source: Company data, ESN / Bank Degroof Research

ROCE, WACC and NPV of FCF

EURmM NPV of FCF
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Source: Company Data, ESN - Bank Degroof Research
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Ter Beke

ESN

Sensitivity analysis of the DCF valuation

We have carried out a sensitivity analysis on our DCF valuation of Ter Beke applying a
WACC in a range of 7.5% to 8.4%. We modelled several perpetual growth rate levels
ranging from 0.25% to 1.75% and an EBITDA margin of 7.4% till 8.6%

WACC Perpetual growth rate (g)

0.25% 0.50% 0.75% 1.00% 1.25% 1.50% 1.75%
8.54% 51.7 53.2 54.8 56.5 58.4 60.3 62.4
8.39% 53.3 548 56.5 58.3 60.2 62.3 645
8.24% 54.9 56.5 58.3 60.2 62.2 644 66.7
8.09% 56.5 58.3 60.1 64.2 66.5 60.0
7.94% 58.2 60.1 62.0 64.1 66.4 68.8 714
7.79% 60.0 62.0 64.0 66.2 68.6 711 739
7.64% 619 63.9 66.1 68.4 709 73.6 76.6
WACC EBITDA margin

7.4% 7.6% 7.8% 8.0% 8.2% 8.4% 8.6%
8.54% 478 50.7 53.6 56.5 504 62.3 65.2
8.39% 494 52.3 55.3 58.3 613 64.3 67.3
8.24% 50.9 54.0 57.1 60.2 63.2 66.3 69.4
8.09% 52.6 55.8 58.9 65.3 68.4 716
7.94% 54.3 57.6 60.8 64.1 674 707 73.9
7.79% 56.1 50.5 62.8 66.2 60.6 73.0 76.3
7.64% 58.0 615 64.9 68.4 719 754 78.9

Source ESN - Bank Degroof Research

Multiples valuation

If we apply the median EV/EBIT and PE multiples for FY09 and FY10e of a broad peer
group of European Food & beverage mid & small caps covered by ESN Research, we arrive
at an implied average equity value of EUR 63.7/share, which is in line with our fair value per
share based on a DCF valuation exercise and higher than Ter Beke’s current share price.

We applied an illiquidity discount of 10% for Ter Beke as the company’s market cap
currently hovers around EUR 94m with a free float of 22%, to be compared to the median

market cap of the peer group of EUR 309m.

Valuation based on multiples

Ter Beke FY09 FY10e FYO09 FY10e
EBIT (EUR m) 15.1 15.8
Median EV/EBIT multiple peer group 12.3 11.7
Net result (EUR m) 8.3 9.1
Median P/E multiple peer group 14.0 13.9
Implied Enterprise Value (EUR m) 185.4 184.9
Net debt (EUR m) 65.5 57.7
Periph. ass. - off bal. - minor. - pens. 0.4 0.4
Implied equity (EUR m) 120.3 127.6 115.9 126.4
Value per share (EUR) 63.7 62.50 66.26 60.20 65.68

Source: Company data, ESN - Bank Degroof Research (Ter Beke), Factset (others)
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Upcoming Events Calendar

Date Event Comment
27-May-10 AGM @ 11:00 am CET
27-Aug-10 1H10 results Before market
05-Nov-10 3Q10 interim statement Before market

Source: Company data, ESN — Bank Degroof Research

SWOT - Analysis

Strengths

e Strong brand names and performing logistics
(traceability, quality standards) constitute major

entry barriers

e  European market leader in fresh lasagne

e  Management is committed and financially

involved

e  Very limited currency exchange exposure

Opportunities

e  Continued international sales expansion towards
the UK and Germany

e Product innovation in reaction to evolving
consumer preferences (Weight-watchers label,
Equilibre product line)

o Internal and external growth in the ready meals

segment

e  Logistics and advanced services for slicing &
packaging of processed meats

Company description

Weaknesses

e  Low liquidity and free float

e Limited scale versus European peers in processed meats
e  Mature market industry

e Declining meat consumption

e  GBP exposure

Threats

A major food crisis (hog fever, avian flu, BSE...)

e Price pressure and margin squeeze from major retailers
(increasing price competition at Belgian food retailers, cfr.
Delhaize)

e Private label competition

e Increasing competition of large food groups
e  Consumer down trading

e Increasing raw materials prices

Segment
(% of FY09 sales)

Ter Beke-Pluma
Processed meats
69.6%

FreshMeals
Fresh ready meals
30.4%

Description of the business

Producer of fine processed meats for the Benelux,
the UK (mainly paté), Germany and Denmark
Slicing and packaging services (50% of divisional sales)
4 production plants in Belgium
4 centres for slicing & packaging of processed meats,
2 of which in Belgium and 2 in the Netherlands

Producer of fresh ready meats for the European market
mainly Mediterranean, pasta based dishes,
but also pizza and moussaka

3 production plants,
2 of which in Belgium and 1 in France

Main distribution brands

Predominantly private label

L'Ardennaise

Daniél Coopman (meat products for butchers)
Pluma (cooked ham, paté, cured processed meats)

Come a casa (in Belgium)

Pronto (for pizza)

Vamos (brand for the wholesale market)
+ other distribution brands

Market structure  Market position Main competitors Customers
2 large players No 1 in Belgium for processed meats  Campoftio Food Group ~ Retailers
Mainly private label Detry Wholesalers
Clear market leader in slicing & Stegeman
packaging in Belgium and Slissen
the Netherlands Menken
Dispersed market ~ Market leader in fresh lasagne Hot Cuisine Retailers
structure in Europe Giovanni Rana Wholesalers
Fleury Michon Food service
NPC

Schwan Food Cy
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Ter Beke: Key graphs
Sales & growth Adjusted EBIT & margin
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Source: Company data, ESN — Bank Degroof Research Source: Company data, ESN — Bank Degroof Research
Net results & return on equity Investments in operations
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Capital employed & ROCE/WACC EPS (adjusted) & CFPS
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Source: Company data, ESN — Bank Degroof Research Source: Company data, ESN — Bank Degroof Research
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Net financial debt & gearing

Interest coverage

80 - - 160% 30
NFD (EUR m) Nt fin. debt @~ Net gearing % of depr. Multiple = Interest coverage (EBITDA)
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2003 2004 2005 2006 2007 2008 2009 2010e 20lle 2012 2003 2004 2005 2006 2007 2008 2009 2010e 20lle 2012
Source: Company data, ESN — Bank Degroof Research Source: Company data, ESN — Bank Degroof Research
Free cash flow & FCF yield Dividend per share & dividend yield
25 - 25% 3.20 8%
EURm [ OpFCF =@~ OpFCF yield EURm = DPS -~ Dividend yield
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240
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Source: Company data, ESN — Bank Degroof Research Source: Company data, ESN — Bank Degroof Research
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Ter Beke: Summary tables

PROFIT & LOSS (EURm) 2007 2008 2009 2010e 2011e 2012e
Sales 367 393 392 400 412 423
Cost of Sales & Operating Costs 336 365 358 365 378 387
Non Recurrent Expenses/Income -1.0 2.0 0.6 0.0 0.0 0.0
EBITDA 29.3 29.9 35.2 34.8 34.7 35.9
EBITDA (adj.)* 30.3 27.9 34.6 34.8 34.7 35.9
Depreciation -18.0 -22.6 -19.4 -19.0 -18.6 -18.2
EBITA 11.3 7.3 15.7 15.8 16.1 17.7
EBITA (adj)* 12.3 5.3 15.1 15.8 16.1 17.7
Amortisations and Write Dow ns -11 0.7 -0.6 0.0 0.0 0.0
EBIT 10.2 8.0 15.1 15.8 16.1 17.7
EBIT (adj.)* 11.3 6.0 145 15.8 16.1 17.7
Net Financial Interest -4.0 -4.8 -35 -3.8 -3.3 -2.9
Other Financials 0.1 0.1 0.8 0.3 0.3 0.3
Associates 0.0 0.0 0.0 0.0 0.0 0.0
Other Non Recurrent tems 0.0 0.0 0.0 0.0 0.0 0.0
Earnings Before Tax (EBT) 6.3 3.2 12.4 12.3 13.0 15.1
Tax -0.3 4.4 -4.2 -3.2 -3.5 -4.1
Tax rate 4.4% nm 33.6% 26.0% 26.5% 27.0%
Discontinued Operations 0.0 0.0 0.0 0.0 0.0 0.0
Minorities 0.0 0.0 0.0 0.0 0.0 0.0
Net Profit (reported) 6 8 8 9 10 11
Net Profit (adj.) 6 3 8 9 10 11
CASH FLOW (EURm) 2007 2008 2009 2010e 2011e 2012e
Cash Flow from Operations before change in NWC 25.2 29.5 28.3 28.1 28.2 29.2
Change in Net Working Capital 7.7 3.9 -5.3 -0.2 -0.4 -0.3
Cash Flow from Operations 33.0 334 23.0 27.8 27.8 28.9
Capex -20.1 -17.4 -17.4 -16.0 -16.4 -16.9
Net Financial Investments -12.0 0.9 -0.6 0.0 0.0 0.0
Free Cash Flow 0.9 16.8 5.0 11.8 11.4 12.0
Dividends -3.6 -3.6 -3.6 -4.1 -4.2 -4.3
Other (incl. Capital Increase & share buy backs) -13.7 -10.1 3.0 0.0 0.0 0.0
Change in Net Debt -16 3 4 8 7 8
NOPLAT 8 4 10 11 11 13
BALANCE SHEET & OTHER ITEMS (EURmM) 2007 2008 2009 2010e 2011e 2012e
Net Tangible Assets 116 112 109 106 104 102
Net Intangible Assets (incl.Goodw ill) 40.7 37.8 37.3 37.3 37.3 37.3
Net Financial Assets & Other 45 0.2 0.2 0.2 0.2 0.2
Total Fixed Assets 161 150 146 143 141 140
Net Working Capital 6.4 6.8 12.2 12.4 12.8 13.1
Net Capital Invested 168 157 158 156 154 153
Group Shareholders Equity 74.4 78.1 82.8 87.7 93.0 99.6
o/w own Shareholders Equity 74.4 78.1 82.8 87.7 93.0 99.6
Net Debt 72.9 69.9 65.5 57.8 50.7 43.1
Provisions 20 9 10 10 10 10
Other Net Liabilities or Assets 0 0 0 0 0 0
Net Capital Employed 168 157 158 156 154 153
GROWTH & MARGINS 2007 2008 2009 2010e 2011e 2012e
Sales growth 12.2% 7.2% -0.2% 2.0% 3.0% 2.5%
EBITDA (adj.)* growth 23.9% -7.9% 23.8% 0.7% -0.3% 3.6%
EBITA (adj.)* growth 32.6% -56.7% 183.1% 4.6% 1.6% 10.0%
EBIT (adj)*growth 6.4% -46.8% 141.8% 9.2% 1.6% 10.0%
Net Profit growth 1.6% -46.6% 154.7% 10.4% 5.0% 14.9%
EPS adj. growth -6.6% -46.7% 154.6% 10.4% 5.0% 14.9%
DPS adj. growth 0.0% 0.0% 11.9% 3.0% 2.3% 2.6%
EBITDA margin 8.0% 7.6% 9.0% 8.7% 8.4% 8.5%
EBITDA (adj)* margin 8.3% 7.1% 8.8% 8.7% 8.4% 8.5%
EBITA margin 3.1% 1.9% 4.0% 4.0% 3.9% 4.2%
EBITA (adj)* margin 3.4% 1.4% 3.9% 4.0% 3.9% 4.2%
EBIT margin 2.8% 2.0% 3.8% 4.0% 3.9% 4.2%
EBIT (adj)* margin 3.1% 1.5% 3.7% 4.0% 3.9% 4.2%
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Ter Beke: Summary tables

RATIOS 2007 2008 2009 2010e 2011e 2012e
Net Debt/Equity 1.0 0.9 0.8 0.7 0.5 0.4
Net Debt/EBITDA 25 2.3 1.9 17 15 1.2
Interest cover (EBITDA/Fin.interest) 7.3 6.2 10.1 9.3 10.5 12.5
Capex/D&A 105.4% 79.6% 86.7% 84.4% 88.1% 92.6%
Capex/Sales 5.5% 4.4% 4.4% 4.0% 4.0% 4.0%
NWC/Sales 1.7% 1.7% 3.1% 3.1% 3.1% 3.1%
ROE (average) 8.3% 4.2% 10.3% 10.7% 10.6% 11.4%
ROCE (adj.) 4.9% 2.7% 6.5% 7.2% 7.4% 8.2%
WACC 8.1% 8.1% 8.1% 8.1% 8.1% 8.1%
ROCE (adj.)/WACC 0.6 0.3 0.8 0.9 0.9 1.0
PER SHARE DATA (EUR)** 2007 2008 2009 2010e 2011e 2012e
Average diluted number of shares 1.7 17 1.7 17 17 1.7
EPS (reported) 351 4.39 477 5.26 5.53 6.35
EPS (adj.) 3.51 1.87 4.77 5.26 5.53 6.35
BVPS 43.09 45.13 47.79 50.63 53.68 57.49
DPS 2.10 2.10 2.35 2.42 2.48 2.54
VALUATION 2007 2008 2009 2010e 2011e 2012e
EV/Sales 0.5 0.4 0.4 0.4 0.4 0.3
EV/EBITDA 5.7 4.9 4.6 4.4 4.2 3.8
EV/EBITDA (adj.)* 5.5 5.2 4.6 4.4 4.2 3.8
EV/EBITA 14.7 19.9 10.2 9.6 9.0 7.8
EV/EBITA (adj.)* 13.5 27.2 10.6 9.6 9.0 7.8
EV/EBIT 16.3 18.3 10.6 9.6 9.0 7.8
EV/EBIT (adj.)* 14.8 24.2 11.0 9.6 9.0 7.8
P/E (adj.) 15.1 22.9 11.3 10.3 9.8 8.5
P/BV 1.2 1.0 1.1 1.1 1.0 0.9
Total Yield Ratio 4.0% 4.9% 4.4% 4.5% 4.6%

EVICE 1.0 0.9 1.0 1.0 0.9 0.9
OpFCF yield 14.1% 21.4% 6.0% 12.7% 12.2% 12.9%
OpFCF/EV 7.7% 11.0% 3.5% 7.8% 7.9% 8.7%
Payout ratio 59.8% 47.8% 49.3% 46.0% 44.8% 40.0%
Dividend yield (gross) 4.0% 4.9% 4.4% 4.5% 4.6% 4.7%
EV AND MKT CAP (EURm) 2007 2008 2009 2010e 2011e 2012e
Price** (EUR) 53.0 43.0 54.0 54.0 54.0 54.0
Outstanding number of shares for main stock 1.7 1.7 17 1.7 1.7 1.7
Total Market Cap 91.7 74.4 93.5 93.6 93.6 93.6
Net Debt 72.9 69.9 65.5 57.8 50.7 43.1
o/w Cash & Marketable Securities (-) -7.3 -5.6 -2.7 0.7 0.5 2.7
o/w Gross Debt (+) 80.3 75.4 68.1 57.1 50.2 40.3
Other EV components 2 1 1 1 1 1
Enterprise Value (EV adj.) 167 145 160 152 145 138

Source: Company, Bank Degroof estimates.

Notes

* Where EBITDA (ad.) or EBITA (adj) or EBIT (adj.)= EBITDA (or EBITA or EBIT) +/- Non Recurrent Expenses/Income

**Price (in local currency): Fiscal year end price for Historical Years and Current Price for current and forecasted years

***EPS (adj.) diluted= Net Profit (adj.)/Avg DIL. Ord. (+ Ord. equivalent) Shs. EPS (reported) = Net Profit reported/Avg DIL. Ord. (+ Ord. equivalent) Shs.

Sector: Food & Beverage/Food small caps

Company Description: Ter Beke is a Belgian fresh food group w hich markets its range of products in 10 European countries. The group
has 2 core businesses: processed meats and fresh ready meals, possesses 11 plants in Belgium, the Netherlands and France and
counts about 1,800 people. The Processed Meats BU TerBeke-Pluma produces processed meats for the Benelux, Germany and the
UK, and it is innovative in the segment of sliced and pre-packed processed meats. It markets its products under distribution brands and
own brand names (L Ardennaise and Daniél Coopman). The Ready Meals BU FreshMeals produces fresh ready meals for the
European market. It is European market leader in fresh lasagne. It's flagship brand name is Come a Casa, alongside Pronto, Vamos and
various distribution brands.
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ESN Recommendation System

The ESN Recommendation System is Absolute. It means that each stock is rated on the
basis of a total return, measured by the upside potential (including dividends and capital
reimbursement) over a 12 month time horizon.

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories:
Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S).

Furthermore, in specific cases and for a limited period of time, the analysts are allowed to rate
the stocks as Rating Suspended (RS) or Not Rated (NR), as explained below.

Meaning of each recommendation or rating:

. Buy: the stock is expected to generate total return of over 20% during the next
12 months time horizon

e Accumulate: the stock is expected to generate total return of 10% to 20%
during the next 12 months time horizon

. Hold: the stock is expected to generate total return of 0% to 10% during the
next 12 months time horizon.

e Reduce: the stock is expected to generate total return of 0% to -10% during the
next 12 months time horizon

. Sell: the stock is expected to generate total return under -10% during the next
12 months time horizon

. Rating Suspended: the rating is suspended due to a capital operation (take-
over bid, SPO, ...) where the issuer of the document (a partner of ESN) or a
related party of the issuer is or could be involved or to a change of analyst
covering the stock

. Not Rated: there is no rating for a company being floated (IPO) by the issuer of
the document (a partner of ESN) or a related party of the issuer

Bank Degroof Ratings Breakdown

Reduge Sl Buy
4% 1% 7%

Hald
3%

History of ESN Recommendation System

Since 18 October 2004, the Members of ESN are using an Absolute Recommendation System
(before was a Relative Rec. System) to rate any single stock under coverage.

Since 4 August 2008, the ESN Rec. System has been amended as follow.
e Time horizon changed to 12 months (it was 6 months)
e Recommendations Total Return Range changed as below:

TODAY
reouce rccomonre
-10%0 0% 10%0 20%06
BEFORE
resucE 1 [Eorn ] accumuiare [
-15%0 0%6 526 15%0
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Institutional & corporate equity sales team

Damien Crispiels

Bart Beullens

Laurent Goethals
Pascal Magis

Peter Rysselaere
Stéphane Van Nimmen*

Real Estate coordinator
Jean-Baptiste Van Ex

+32 2 287 96 97
+32 22879180
+32 22879185
+32 22879781
+32 2287 97 46
+3222879772

+32 22879127

Institutional & corporate bond desk

Peter Deknopper
Fabrice Faccenda
Charles Feiner*

Structured products
Jeroen De Keer
Gaétan De Vliegher
Sebastian Fraboni
Edouard Nouvellon

Fund Services

Oliver Gigounon
Thomas Palmblad
Fabio Ghezzi Morgalanti
Sven Van den Bogaert

* authorised agent

+322 2879122
+3222879181
+32 22879183

+32 228793 54
+32 22879188
+32 2 287 92 56
+32 2287 93 23

+32 22879184
+32 2287 93 27
+3222879272
+32 2287 93 06

Mail: firstname.lastname@degroof.be

Equity brokerage
John Paladino
Laurent Delante
Tanguy del Marmol
Frederic Lebrun
Robin Podevyn
Christian Saint-Jean

Derivatives brokerage
Mohamed Abalhossain
Olivier-Pierre Morrot

Treasury desk
Alain Strapart
Jeroen De Keer

Equity research
Jean-Marie Caucheteux
Preben Bruggeman
Hans D’'Haese

Bernard Hanssens
Siddy Jobe

Ivan Lathouders, CFA
Marc Leemans, CFA
Thibaud Rutsaert, CFA

+32 2287 96 40
+32 22879190
+32 2287 96 13
+32 2287 97 62
+32 22879182
+32 2287 97 80

+32 22879510
+32 2287 96 18

+32 2287 9516
+32 2 287 93 54

+32 2 287 99 20
+3222879571
+32 22879223
+32 2287 96 89
+32 22879279
+3222879176
+32 22879361
+32 2287 94 28
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Recommendation history for TER BEKE

Date Recommendation Target price Price at change date
11-May-10 Accumulate 62.10 54.00
09-Nov-09 Accumulate 56.60 56.00
14-Sep-09 Accumulate 54.00 47.60
10-Jun-09 Hold 46.00 43.00
11-May-09 Hold 42.00 42.33
12-Feb-09 Hold 41.00 38.50
13-Nov-08 Hold 44.49
04-Oct-06 Accumulate 67.15
08-Mar-06 Hold 64.00
19-Oct-05 Hold 69.83 67.55

Source: Factset & ESN, price data adjusted for stock splits.
This chart shows Bank Degroof continuing coverage of this stock; the current analyst may or may not have covered it over the entire period. Current analyst:

Hans D'Haese (since 28/01/2005)
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[~ Target price history
[ +Hota  []Reduce

Jan
10

Sell

Bank Degroof acts as liquidity provider for:
Aedifica, Atenor, Banimmo, Bois Sauvage, D'leteren, Duvel, Elia, Floridienne, GIMV, IBt, Intervest Retail, IPTE, I.R.I.S.,
Kinepolis, Leasinvest, Luxempart, Montea, PinguinLutosa, Realco, Resilux, Sapec, Ter Beke and Van de Velde.

Bank Degroof holds a significant stake in:
Aedifica, Fountain and Proximedia.

Feb
10

Mar  Apr
10 10
Il Not rated

Bois Sauvage holds a significant stake in Bank Degroof

May
10

Jun
10

Bank Degroof board members and employees hold mandates in the following listed companies:
Aedifica, Atenor, Barco, Bois Sauvage, Brederode, Cofinimmo, Deceuninck, D'leteren, Emakina, Floridienne,
FuturaGene, Lotus Bakeries, PinguinLutosa, Proximedia, Recticel, Sipef, Ter Beke, Tessenderlo and UCB.

All opinions and projections expressed in this document constitute the judgement of Bank Degroof as of the date of their publication and are subject to change
without notice. Bank Degroof and/or any of its subsidiaries may hold long/short positions in the securities referred to herein including derivative instruments
related to the latter or may have business relations with the companies discussed herein. This material is intended for the information of the recipient only and
does not constitute an offer to subscribe or purchase any securities. Although they are based on data which is presumed to be reliable and all while reasonable
care has been taken to ensure they are derived from sources which are reliable, Bank Degroof has not independently verified such data and takes no
responsibility as to their accuracy or completeness and accepts no liability for loss arising from the use of the opinions expressed in this document.Local laws
and regulations may restrict the distribution of this document in other jurisdictions. Persons who enter in possession of this document should inform themselves
about and observe any such restrictions. All information presented in this document is, unless otherwise specified, under copyright of Bank Degroof. No part of
this publication may be copied or redistributed to other persons or firms without the written consent of Bank Degroof.
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Disclaimer:

These reports have been prepared and issued by the Members of
European Securities Network LLP (‘ESN’). ESN, its Members and
their affiliates (and any director, officer or employee thereof), are
neither liable for the proper and complete transmission of these
reports nor for any delay in their receipt. Any unauthorised use,
disclosure, copying, distribution, or taking of any action in reliance
on these reports is strictly prohibited. The views and expressions in
the reports are expressions of opinion and are given in good faith,
but are subject to change without notice. These reports may not be
reproduced in whole or in part or passed to third parties without
permission. The information herein was obtained from various
sources. ESN, its Members and their affiliates (and any director,
officer or employee thereof) do not guarantee their accuracy or
completeness, and neither ESN, nor its Members, nor its Members’
affiliates (nor any director, officer or employee thereof) shall be liable
in respect of any errors or omissions or for any losses or
consequential losses arising from such errors or omissions. Neither
the information contained in these reports nor any opinion
expressed constitutes an offer, or an invitation to make an offer, to
buy or sell any securities or any options, futures or other derivatives
related to such securities (‘related investments’). These reports are
prepared for the clients of the Members of ESN only. They do not
have regard to the specific investment objectives, financial situation
and the particular needs of any specific person who may receive any
of these reports. Investors should seek financial advice regarding
the appropriateness of investing in any securities or investment
strategies discussed or recommended in these reports and should
understand that statements regarding future prospects may not be
realised. Investors should note that income from such securities, if
any, may fluctuate and that each security’s price or value may rise
or fall. Accordingly, investors may receive back less than originally
invested. Past performance is not necessarily a guide to future
performance. Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related
investment mentioned in these reports. In addition, investors in
securities such as ADRs, whose value are influenced by the
currency of the underlying security, effectively assume currency risk.
ESN, its Members and their affiliates may submit a pre-publication
draft (without mentioning neither the recommendation nor the target
price/fair value) of its reports for review to the Investor Relations
Department of the issuer forming the subject of the report, solely for
the purpose of correcting any inadvertent material inaccuracies. Like
all members employees, analysts receive compensation that is
impacted by overall firm profitability For further details about the
specific risks of the company and about the valuation methods used
to determine the price targets included in this report/note, please
refer to the latest relevant published research on single stock.
Research is available through your sales representative. ESN will
provide periodic updates on companies or sectors based on
company-specific developments or announcements, market
conditions or any other publicly available information. Unless agreed
in writing with an ESN Member, this research is intended solely for
internal use by the recipient. Neither this document nor any copy of
it may be taken or transmitted into Australia, Canada or Japan or
distributed, directly or indirectly, in Australia, Canada or Japan or to
any resident thereof. This document is for distribution in the U.K.
Only to persons who have professional experience in matters
relating to investments and fall within article 19(5) of the financial
services and markets act 2000 (financial promotion) order 2005 (the
“order”) or (ii) are persons falling within article 49(2)(a) to (d) of the
order, namely high net worth companies, unincorporated
associations etc (all such persons together being referred to as
“relevant persons”). This document must not be acted on or relied
upon by persons who are not relevant persons. Any investment or
investment activity to which this document relates is available only to
relevant persons and will be engaged in only with relevant persons.
The distribution of this document in other jurisdictions or to residents
of other jurisdictions may also be restricted by law, and persons into
whose possession this document comes should inform themselves
about, and observe, any such restrictions. By accepting this report
you agree to be bound by the foregoing instructions. You shall
indemnify ESN, its Members and their affiliates (and any director,
officer or employee thereof) against any damages, claims, losses,
and detriments resulting from or in connection with the unauthorized
use of this document.

For additional information and individual disclaimer please
refer to www.esnpartnership.eu and to each ESN Member
websites:

www.bancaakros.it

www.caixabi.pt

www.cajamadridbolsa.es

WWW.CMCics.com

www.danskeequities.com

www.degroof.be

www.equinet-ag.de

www.ibg.gr

www.ncb.ie

www.snssecurities.nl

Members of ESN (European Securities Network LLP)
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Italy
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