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NEW YORK/DETROIT, March 5 (Reuters) - Car parts maker Sensata Technologies Holding
(ST.N) probably won't turbocharge a mostly stalled IPO market as concerns about valuation and
debt may outweigh hopes it could benefit from a broader auto market recovery.

Sensata, which is looking to float its shares next week, makes everything from thermal circuit
breakers for aircraft to temperature controllers for electric motors, but earns most of its money
selling sensors to automakers like BMW (BMWG.DE), Chrysler and Ford Motor Co (E.N).

That could in theory put it in position to benefit from a gradual recovery for the U.S. auto market.
In reality, its rich valuation, elevated debt levels and the fees it will pay to its private equity
backer could make it the latest in a series of initial public offerings to struggle, analysts said.

"I think the dominant factor in the pricing will be . . . previous private equity IPOs," said Josef
Schuster, founder of Chicago-based IPO research house IPOX Schuster LLC in Chicago. "That's
the overhang over the deal -- the recent history of private equity."

Sensata is backed by funds associated with private equity firm Bain Capital, which bought
Sensata from Texas Instruments in 2006.

Bain, founded by former Massachusetts governor and U.S. presidential hopeful Mitt Romney,
plans to sell 4.9 million shares in the offering but will still own more than 80 percent of Sensata
after the IPO. The entire offering is expected to be 31.6 million shares, according to the
prospectus.

Sensata hopes to net about $458.3 million and said in a regulatory filing it will spend about $22
million of the proceeds on advisory fees.

Private equity backer Blackstone decided to keep all of its shares in IPOs of Graham Packaging
Co Inc (GRM.N) and Team Health Holdings LLC (ITMH.N) after originally planning to sell a
portion of its stake. Analysts said the moves were designed to reassure investors and get the deals
done.




The value of the Graham and Team Health IPOs were both cut before they debuted.

If Sensata prices at the midpoint of its expected range, at $19 per share, it will have a valuation
dramatically higher than some of its competitors, according to [POdesktop.com President Francis
Gaskins. Sensata's price to book value is about 3.9, compared with competitor Denso Corp's
(6902.T) 1.2. and Nagano Keiki Co Ltd's (7715.T) 0.29.

"If you take out the debt it's probably undervalued -- but you can't. They're only paying back
some of the debt and it's going to linger," said IPO Boutique Senior Managing Partner Scott
Sweet.

Sensata had total assets of $3.2 billion in the year ended Dec. 31 and total debt including capital
lease and financing obligations of $2.3 billion. It said it will use about $350 million, the bulk of
the proceeds, to pay off debt.

Sensata said in a regulatory filing that it expects to benefit from increasing auto production and
cars that are becoming more computer-driven, but also said it will continue to have significant
debt following its IPO and expects to post losses in the foreseeable future.

Sensata's net revenue fell to $1.1 billion in the year ended Dec. 31 from $1.4 billion a year earlier
but during the same period the company narrowed its net loss to $27.7 million from $134.5
million. Operating costs fell by nearly 20 percent and losses from discontinued operations fell to
$395,000 from over $20 million.

Sensata also may struggle to entice investors who are wary of what has been an iffy IPO market
so far this year. Sixty-nine percent of the IPOs to date have priced below the expected range,
according to data from Connecticut-based research house Renaissance Capital. That figure
averaged 28 percent between 2001 and 2009.

Analysts say Sensata will likely have to cut the price range from the $18 to $20 it is currently
hoping for.

THE UPSIDE
Over the long term Sensata could be positioned attractively.

Sensata in 2009 earned more than half of its revenue from the auto industry. Detroit-based
investment banker Chris Price, a managing director at O'Keefe & Associates said that debt is less
of a concern for auto-related companies now than it was two years ago because vehicle volumes
and revenues are almost certain to increase.

"The industry is at the very low end and I think there's enormous upside," said Kelley Blue Book
executive market analyst Jack Nerad. "I think there is substantial pent up demand."

Analysts say the U.S. auto industry is in the midst of a gradual recovery after plunging to its
lowest levels in 27 years.

Auto industry executives and analysts forecast 2010 U.S. auto sales in the range of 11.5 million
units to 12.5 million units, more than a 10 percent improvement over 2009 when sales fell to 10.4
million units. As recently as 2007, auto sales were 16.1 million vehicles.
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Many analysts believe the U.S. auto industry had seen the bottom of the downturn last year and
will continue to see growth over the next several years.

Sensata is currently scheduled to price next Wednesday night. There are currently 10 auto-related
IPOs in the pipeline globally, according to Thomson Reuters data.

"It really comes down to where we're at in the cycle. Right now there's not a lot of appetite for
new issue stocks. They're getting some deals done but this one has all the marks of a difficult
deal. They have losses, they're private equity," said Morningnotes.com founder Ben Holmes.

Bain declined to comment on the offering. (Reporting by Clare Baldwin in New York and
Soyoung Kim in Detroit, additional reporting by Bernie Woodall and Kevin Krolicki in Detroit;

editing by Carol Bishopric)
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