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Lafarge 
STOCK RECOMMENDATION SECTOR RECOMMENDATION  PRICE 12 MONTH RANGE 

IN – LINE NEUTRAL €96 €102 - 67 

SECTOR  REUTERS CODE BLOOMBERG CODE 
Construction & Materials  LAFP.PA LG FP 

NEXT RESULTS DUE LAST RESULTS  MARKET CAPITALISATION PRINCIPAL LISTING 
02 August 2006 (Q2) 02 May 2006 (Q1)  €16,269m PAR 

CHANGE IN STOCK / SECTOR RECOMMENDATION  CHANGE IN EPS ESTIMATES 
Yes (from OUTPERFORM) No No  
ANALYST   

Jeremy.Withersgreen@cazenove.com 
Tel +44 (0)20 7155 6108 

 Lucy.Chamberlain@cazenove.com 
Tel +44 (0)20 7155 6034 

Change of recommendation following significant outperformance against its peer 
group. 

On the 20th September 2005, we changed our recommendation to OUTPERFORM in the 
expectation of improved trading news. Over the last eight months the shares are up 31% as, 
trading, particularly in the first quarter of 2006 has improved. In addition we have seen: 

  the acquisition of the Lafarge North America minority interest 

 the appointment of a new CEO, whose initial strategic update was, we believe, generally well 
received and 

 the acquisition of a c. 10% stake in the group by a vehicle controlled by Albert Frere. 

We are now changing our recommendation to In Line following strong outperformance and 
because the group’s valuation is now in line with the peer group. 
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There is an analyst and investor day with Lafarge on 22nd June, where we expect further detail on 
strategy to be provided. However, we do not expect a fundamental shift in strategy. 

Year end: December 2005A 2006E 2007E 2008E

Turnover (€m) 15,969.3 17,350.0 18,300.0 19,200.0

Profit before tax (adj) (€m) 1,848.0 1,945.0 2,140.0 2,365.0

EPS (adjusted) (€) 6.39 7.31 8.01 8.84

DPS (€) 2.55 2.70 2.85 3.05

EV/EBITDA (x) 7.7 7.2 6.8 6.4

PER (x) 15.0 13.1 12.0 10.8

Yield (%) 2.7 2.8 3.0 3.2

Source: Company, Cazenove 

The EPS growth rate and valuation schedules shown below illustrate how the group now trades in 
line with peer group valuations and we believe the group has growth prospects generally in line 
with its peers. 

Fig  1  Peer group EPS growth rates for 2006E and 2007E  
 2006E EPS Growth (%) 2007E EPS growth (%)

Saint Gobain +21 +11

CRH +13 +10

Hanson -6 +12

Holcim +13 +7

Lafarge +14 +9

Source: Cazenove 

Fig  2   Sector valuation schedule  
2007 CRH Hanson Lafarge Holcim Saint Gobain Average

Recommendation OUTPERFORM OUTPERFORM IN-LINE UNDERPERFORM OUTPERFORM  

Currency EUR GBP EUR CHF EUR  

Current Price  27 680 95 96  55  

No. of share - m 537 715 173 252  345  

Market Capitalisation - m 14,241 4,862 16,496 24,230  18,982  

Net Debt (07E) - m 2,177 1,132 8,956 9,268  8,090  

EV  - m 16,418 5,994 25,452 33,498  27,072  

NAV per share 15.0 398 73.0 73.0  35.8  

Price/NAV 1.8 1.7 1.3 1.3  1.5  

EPS (07E)  232.4 58.5 8.0 7.9  4.4  

DPS (07E)   50.0 24.0 2.9 1.9  1.6  

Yield  - % 1.9% 3.5% 3.0% 1.9% 2.9% 2.6%

Dividend cover 4.6 2.4 2.8 4.3  2.7 3.4

Sales (07E) - m 17,775 4,490 18,300 24,900  42,075  

EBIT (07E) - m 1,620 609 2,775 4,350  3,710  

EBITDA (07E) - m 2,230 839 3,775 6,000  5,635  

EV/EBIT 10.1 9.8 9.2 7.7  7.3 8.8

EV/EBITDA 7.4 7.1 6.7 5.6  4.8 6.3

EV/SALES 0.9 1.3 1.4 1.3  0.6 1.1

ROCE (07E) - % 16% 15% 11% 16% 18% 15%

ROE (07E) - % 15% 15% 10% 11% 12% 13%

Gearing (07E) - % 27% 40% 67% 50% 66% 50%

Interest Cover (07E) 10.7 7.1 5.1 6.2  4.9 6.8

PER (07E)  11.4 11.6 11.9 12.1  12.5 11.9

Year end Dec Dec Dec Dec Dec  

Source: Cazenove 
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APPENDIX 
 

IMPORTANT DISCLOSURES 
 
This research is issued by JPMorgan Cazenove Limited.  It is distributed in the United States by Cazenove Inc. a third party not 
affiliated with J.P. Morgan Chase & Co. and Cazenove Inc. accepts responsibility for its contents.  It is issued in Hong Kong by 
Cazenove Asia Limited, in Singapore by Cazenove & Co. (Singapore) Pte. Limited and elsewhere in the world by JPMorgan Cazenove 
Limited or a suitably authorised connected company of JPMorgan Cazenove Limited (together Cazenove). 
 
Where "disclosure date" appears below, this means the day prior to the report date for securities listed on the Hong Kong Stock 
Exchange. For all other securities it means the end of the month preceding the date of this report, unless that month end is within 10 
calendar days of the report date in which case the disclosure date is the end of the preceding month. All share prices quoted are the 
closing price for the business day prior to the date of the report, unless otherwise stated. 
 
DISCLOSURES INCLUDING THOSE REQUIRED BY THE UNITED STATES 
As at the disclosure date, the following applied: 
• JPMorgan Cazenove Limited and/or an affiliate acted as a market-maker or liquidity provider in the securities of Lafarge SA. 
• JPMorgan Cazenove Limited and/or an affiliate expect(s) to receive or intend(s) to seek compensation for investment banking 

services from Lafarge SA in the next three months. 
• JPMorgan Cazenove Limited and/or an affiliate held a position of 1 million USD or more in the debt securities of Lafarge SA. 
 
In the 12 months prior to the disclosure date, JPMorgan Cazenove Limited and/or an affiliate: 
• Managed or co-managed a public offering of the securities of Lafarge SA. 
• Received compensation for investment banking services from Lafarge SA. 
 
This research may have been disclosed to the issuer prior to dissemination to verify its factual accuracy.  Internal procedures ensure 
that objectivity is not compromised.  Our conflicts management policy is available at: 
www.jpmorgancazenove.com/code/equities/research/research.shtml 
 
Cazenove research analysts, including those responsible for preparation of this report, receive compensation based on a number of 
factors including quality of research, client feedback, firm profitability (including equity trading and capital markets profitability) and 
competitive factors. 
 
The analyst(s) named below certifies, in accordance with Regulation Analyst Certification adopted by the US Securities and Exchange 
Commission, that: 
• The views expressed in this research accurately reflect my personal views about the security or securities and the issuer(s) which 

are the subject of my research. 
• No part of my compensation was, is, or will be, directly or indirectly, related to the expression of specific recommendations or 

views contained in this research. 
Jeremy Withers Green and Lucy Chamberlain. 
 
RESEARCH RECOMMENDATIONS 
STOCK RECOMMENDATION DEFINITIONS 
OUTPERFORM - the total return on the security is expected to outperform the sector* by 5% or more over the next six months. 
IN-LINE - the total return on the security is not expected to outperform or underperform the sector* by 5% or more over the next 
six months. 
UNDERPERFORM - the total return on the security is expected to underperform the sector* by 5% or more over the next six months. 
*the sector comprises the securities covered by the analyst(s) where those securities would be included within a generally accepted 
index sector classification. 
 
SECTOR RECOMMENDATION DEFINITIONS 
OVERWEIGHT - the total return on the sector is expected to outperform the index* by 5% or more over the next six months. 
NEUTRAL - the total return on the sector is not expected to outperform or underperform the index* by 5% or more over the next six 
months. 
UNDERWEIGHT - the total return on the sector is expected to underperform the index* by 5% or more over the next six months. 
*FTSE Eurofirst 300 Index. 
 
RECOMMENDATION DISTRIBUTION 
Cazenove research has 719 companies (excluding investment trust companies) under coverage.  45% have been assigned an 
OUTPERFORM rating.  32% of companies with this rating are investment banking clients of the firm.  42% have been assigned an IN-
LINE rating.  27% of companies with this rating are investment banking clients of the firm.  15% have been assigned an 
UNDERPERFORM rating.  15% of companies with this rating are investment banking clients of the firm. 
 
For investment trust companies, Cazenove research has 276 companies under coverage. 29% have been assigned an OUTPERFORM 
rating. 28% of companies within this rating are investment banking clients of the firm. 64% have been assigned an IN-LINE rating. 
22% of companies within this rating are investment banking clients of the firm. 7% have been assigned an UNDERPERFORM rating. 
25% of companies within this rating are investment banking clients of the firm. 
 
 
Our ratings are under constant review. 
 
RECOMMENDATION HISTORY 
12 months recommendation changes for Lafarge SA; 
21-Sep-2005 OUTPERFORM 
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The registered address of JPMorgan Cazenove Limited is 20 Moorgate, London EC2R 6DA 
Telephone +44 (0)20 7155 5000 Facsimile +44 (0)20 7155 9800 
Research e-mail: caznet@cazenove.com Research web site: www.caznet.com 
JPMorgan Cazenove Limited is authorised and regulated by the Financial Services Authority and is a member of the London Stock 
Exchange. 
 
DISCLAIMER 
This report has been prepared for information purposes only and is not a solicitation, or an offer, to buy or sell any security or to 
participate in any trading strategy. It does not purport to be a complete description of the securities, markets or developments 
referred to in the material. The information on which the report is based has been obtained from sources which we believe to be 
reliable, but we have not independently verified such information and we do not warrant that it is accurate or complete. All 
expressions of opinion are subject to change without notice. Third party data providers make no warranty relating to the accuracy, 
completeness or timeliness of their data and shall have no liability whatsoever for losses that may arise from reliance upon such 
data. Cazenove shall have no liability whatsoever for losses that may arise from reliance upon this report (including, without 
limitation, such third party data). This report is confidential and for your internal business purposes only. This report is solely for 
institutional investors to whom it is addressed and must not be disclosed to or relied upon by any other institutional or non-
institutional investor for any purpose whatsoever. This report does not provide individually tailored investment advice. It has been 
prepared without regard to the individual financial objectives and circumstances of the recipients. You should consider this report as 
only a single factor in making an investment decision. JPMorgan Cazenove Limited and its connected companies, and their 
respective directors, officers and employees may from time to time have a long or short position, or other interest, in the securities 
mentioned and may sell or buy such securities and may trade them in ways different from those discussed or recommended in this 
report.  
 
Additional information with respect to any securities referred to herein will be available upon request. 
 
THIS RESEARCH HAS BEEN PRODUCED BY JPMORGAN CAZENOVE LIMITED IN LONDON. IT HAS NOT BEEN PRODUCED 
IN THE UNITED STATES OR BY CAZENOVE INC. Proposed transactions by U.S. persons in the securities described in this report 
should be discussed with Cazenove Inc. and not JPMorgan Cazenove Limited. 
 
©2006 JPMorgan Cazenove Limited. 
 


