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Keeping up momentum

SGS's CEO presented a new 2008 guidance consisting in a CHF5bn turnover (10% org.growth and 5% ext. growth p.a.), EBITA
margins of 17% and EPS of CHF80; as well as a very credible growth plan based on new niche segments and a broader service
offering. At this occasion, we raise our EPS for the next 3 years by 2% in average and set a new 12-month target of CHF1200.

2005E 2006E 2007E » New guidance: During yesterday's analyst day, Dan Kerpelman presented its 2008

Sales (m) 3194.7 3511.5 3850.4 financial targets: CHF5bn turnover through organic growth (10%) and external growth
NAP rest. (m) 383.2 446.5 509.8 . . , s
Clean EPS 1980 5804 6627 .(5%), EBITA margln of 17% a.md earnings per s.harle of (?HFSO. Management's credibility
P/E 205 176 154 is high given its track record in constantly beating its guidance.

EV/EBITDA 11.9 10.0 8.4 .

EV/EBITA 148 123 104 » Confirmation of excellent business momentum: SGS's CEO confirmed that the
E%FEY zg'; 2‘7‘-2 22-3 industry's positive trends (increasing world trade flows, regulation and outsourcing)
Yield 15 17 50 continue to provide the group with a fertile environment for growth.

»  Very credible growth plan: On top of the current positive business momentum, the
group expects to exploit many additional value creation opportunities through the
penetration of new markets and acquisitions. On the basis of a thorough analysis of the
industry's trends, opportunities and competitive landscape, Dan Kerpelman presented a
very credible growth plan revolving around (1) a further expansion of the service offering
(aimed at reducing trade dependency and further increasing the added value), (2) a
rebalancing of the business portfolio (with further emphasis on the life science,
consumer and industrial divisions), (3) a further geographical expansion (mainly in
China, India, Middle East) , and (4) the development of new strategic growth initiatives

»  Strategic Growth initiatives: Dan Kerpelmann has set 4 priorities for new strategic
initiatives: (1) governments & institutions, which offer strong potential for a whole array
of services thanks to privatization and outsourcing, (2) financial services, where SGS
plans to offer services aimed at risk reduction, (3) energy infrastructure, which is a
segment set for impressive growth in the short to medium term, and (4) software, which
provides interesting potential for independent QA/QC businesses.

»  Acquisitions: Although Dan Kerpelman reiterated that acquisitions are enablers rather
than pillars of SGS's strategy, he pointed out that the group is ahead of a strong phase
of corporate activity, starting already in the very short term. These acquisitions will be
mainly of small & medium size and focused on both the current portfolio (with a strong
emphasis on the life science, industrial and consumer segments) as well as new
strategic initiatives (in segments such as energy infrastructure and software). In view of
SGS's inefficient capital structure (net cash position) and good track record in creating
value through acquisitions, these acquisitions should be positive catalysts for the stock

» New estimates: We have increased our EPS by about 2% in average for the next 3
years in view of higher organic growth assumptions (now close to 10% p.a vs. 8.8%
previously). No acquisitions are built in our model.

»  Valuation / Recommendation: On the basis of our assumptions (annual organic growth
of close to 10% for the next 3 years, EBITA margins and EPS moving gradually up to
respectively 16.9% and CHF 73.3 by 2008E), the stock trades at P/E multiples of 17.6x
and 15.4x, and EV/EBITDA of 10x and 8.5x, respectively for 2006E and 2007E. Although
we do not yet include acquisitions in our model, it is worth highlighting that SGS's
projected corporate activity is likely to increase our EPS by about 10% for the next
three years. On that basis, the stock would trade at P/E multiples of 16 and 14,
respectively for 2006E and 2007E.. We set a new 12-month price target of CHF1200.

Michel KEUSCH (41) 121817 09 mkeusch@cheuvreux.com

Morning News



|
CHEUVREUX 08/11/2005

BEST REGARDS,
CHEUVREUX

Copyright © Crédit Agricole Cheuvreux, 2005. All rights reserved

This research report or summary has been prepared by Crédit Agricole Cheuvreux or one of its affiliates or branches (collectively “Crédit Agricole Cheuvreux”) from information believed to be reliable.
Such information has not been independently verified and no guarantee, representation or warranty, express or implied, is made as to its accuracy, completeness or correctness. Any opinions or
estimates expressed herein reflect the judgment of Crédit Agricole Cheuvreux at this date and are subject to change at any time without notice. Unless otherwise stated, the information or opinions
presented, or the research or analysis upon which they are based, are updated as necessary and at least annually. Not all strategies are appropriate at all times. Past performance is not necessarily a
guide to future performance. Independent advice should be sought in case of doubt. In any event, investors are invited to make their own independent decision as to whether an instrument is proper or
appropriate based on their own judgment and upon the advice of any relevant advisors they have consulted. Crédit Agricole Cheuvreux, Calyon and their affiliates may effect transactions in the
securities described herein for their own account or for the account of others, may have positions with the issuer thereof, or any of its affiliates, or may perform or seek to perform securities, investment
banking or other services for such issuer or its affiliates. The organisational and administrative arrangements established by Crédit Agricole Cheuvreux for the management of conflicts of interest with
respect to investment research are consistent with rules, regulations or codes applicable to the securities industry. These arrangements can be found in Crédit Agricole Cheuvreux's policy for managing
conflicts of interest, available at www.cheuvreux.com. Current research disclosures regarding companies mentioned in this report are also available at www.cheuvreux.com.

This report is provided for information purposes only. It is not intended as an offer, invitation or solicitation to buy or sell any of the securities described herein and is intended for use only by those
professional investors to whom it is made available by Crédit Agricole Cheuvreux. To the extent permitted by applicable securities laws and regulations, Crédit Agricole Cheuvreux accepts no liability
whatsoever for any direct or consequential loss arising from the use of this document or its contents.

The delivery of this research report to U.S. persons in the United States of America is made by and under the responsibility of Crédit Agricole Cheuvreux North America, Inc. (registered with
the SEC). This research report is only intended for persons who qualify as Major U.S. Institutional Investors, as defined in Securities Exchange Act Rule 15a-6, and deal with Crédit Agricole
Cheuvreux. However, the delivery of this research report or summary to any U.S. person shall not be deemed a recommendation of Crédit Agricole Cheuvreux North America, Inc. to effect
any transactions in the securities discussed herein or an endorsement of any opinion expressed herein. Crédit Agricole Cheuvreux North America, Inc. may furnish upon request all
investment information available to it supporting any recommendations made in this research report. All trades with U.S. recipients of this research shall be executed through Crédit
Agricole Cheuvreux North America, Inc.

In the United Kingdom, this report is approved and/or distributed by Crédit Agricole Cheuvreux International Ltd (authorised and regulated by the Financial Services Authority ("FSA")) and is directed at
Market Counterparties and Intermediate Customers (as defined in FSA Rules). As such, the investments referred to herein are only available to such persons. This report is not for distribution to Private
Customers and investments mentioned in this report will not be available to such persons. In Italy, this report is approved and/or distributed by Crédit Agricole Cheuvreux Italia SIM S.p.a. (regulated by
CONSOB) and is not intended for circulation or distribution either to the public at large or to any other parties other than professional investors, as defined in Art. 100 of decree law

No. 58 of 24 February 1998 and in Art. 31 of CONSOB Resolution No. 11522 of 1 July 1998 and later amendments. In Spain, any decision by the recipient to buy should be taken bearing in mind the
existing public information on each stock, or, if applicable, the stock exchange prospectus registered in the CNMV (National Securities Market Commission).

THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY 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. No part of this report may be reproduced in any manner or
redistributed without the prior written permission of Crédit Agricole Cheuvreux.

Morning News 2



