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Our opinion: Buy	
 
Many investors have lost money with HighCo. The small French company specialized in 
discount coupons and operational marketing has seen its share collapse on three separate 
occasions since its initial public offering. The first time was between 2002 and 2003 when 
HighCo shed 85% of its value as a result of poorly controlled growth and heavy losses. The 
second time, the 2008 financial crisis cut its share price by half. Finally, the stock fell by nearly 
50% over 6 months in 2011, where it remained at its lowest for nearly 4 years. The latter fall was 
due to the collapse of hypermarkets and paper discount coupons. The company's particularly 
low valuation multiples show that investors haven't yet forgotten these stock crashes. This is 
understandable, but HighCo has since undergone a major transformation and we believe that 
its share price could increase by 50%, or even double if acquired by a large group. 
 
Like many industries, the retail sector is undergoing a major transformation linked to the 
emergence of e-commerce and profound changes in consumer behavior. Hypermarkets are 
lagging behind local retailers and new 'Drive' formats (Click & Collect) in the food and mass 
consumption sectors. Their decline has caused HighCo's traditional markets to fall 
dramatically, but has also forced the company to transform, innovate and invest massively in 
digital technology. The group, which in 2010 managed 85% of its activities offline, now 
generates more than 55% of its business through digital. HighCo remains one of the leading 
actors in paper coupons in France but has developed many new digital marketing and coupon 
solutions that allow it to post new growth. Since 2014, the company has achieved a yearly 
increase in its average gross margin of 5% and is improving its profitability every year. 
 
In addition, the group's prospects remain excellent. HighCo has decided to actively pursue its 
presence in the highly promising data-driven marketing business. The company, which 
collects, processes and analyzes hundreds of millions of coupons and data on behalf of its 
customers every year, consequently holds an extremely good position in this area and has 
great opportunities to seize. To do so, the company will have to make significant investments 
that should weigh somewhat on its margins but not degrade its accounts. HighCo is well 
managed, very profitable (ROE close to 10%), generates very significant free cash flow (nearly 
EUR 15 million per year on average) and has a net cash position of over EUR 60 million. As part 
of its coupon activities, the company receives significant cash advances from its customers.  
 
These advances can't be taken into account in the valuation of the company. HighCo is a small, 
independent company and can't afford to touch this cash without risking a loss of trust from 
its customers. Within a large and financially solid group, however, size and balance sheet 
factors would remove such constraints. This cash could then be valued.  Excluding customer 
advances, the French company is trading on multiples of EV/EBITDA of 5.4x and 5.0x for 2019e 
and 2020e. This is very low compared to the digital advertisement industry, but if we count the 
cash advances from HighCo's customers, these same multiples go down to 3.1x and 2.8. In our 
opinion, this should encourage many industrial or financial players to approach WPP, the 
company's reference shareholder. Indeed, the British advertising group has embarked on a 
process of refocusing and disinvestment and is likely to be open to a sale of its stake. 
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Chapter One  An operational marketing specialist with a turbulent history 
 

HighCo, a company specializing in marketing solutions for consumer 
goods manufacturers and retail groups, is not a very old company, but 
has a long and turbulent stock market history.  
 
Founded in 1990 and listed on the stock exchange in 1996, HighCo 
experienced exceptional growth during its first ten years of existence. 
Driven by the dynamism and vision of its founder, Frédéric Chevalier, the 
company became in a few years the specialist in France and Belgium in 
operational marketing (design, production and management of 
promotional campaigns...) and leader in couponing (issuing and 
processing of discount coupons). On the back of its successes, and with 
the support of the advertisement group WPP, its main shareholder since 
1999, Highco then set out to become a European leader in 
communication and brand consulting and multiplied its acquisitions. The 
group increased its turnover to more than 300 million euros but, against 
a backdrop of poorly controlled growth, the company fell into the red in 
the early 2000s. Forced to make a violent refocusing and restructuring 
towards direct marketing solutions, its core business, Highco sold its 
important consulting activities outside France. Its turnover was halved 
and, in 2006, the company's founder handed over the business. 
 
From that date on, HighCo experienced a new period of growth. 
Benefiting from a buoyant market in coupon and promotion, the 
company saw its gross margin (its main activity indicator) increase by 
more than 20% in 3 years (in organic terms) and developed its offer again 
thanks to new acquisitions. But in 2008 and 2009, the company 
experienced a relapse due to the financial crisis (more than 40% drop in 
profits in 2 years). Activity and profits rebounded in 2010 but not for long. 
Highco's revenues fell sharply from 2011 onwards as a result of the fall 
of hypermarkets and the paper couponing market. 

 
Historical gross profit (EURm)       Share price (EUR) 
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Chapter 2   The fall of hypermarkets and paper coupons 
 

In the early 2010's, HighCo experienced another sharp drop in activity. 
Its gross margin declined by 5.5% in 2011 and then again by 7.7% in 2012 
(at constant scope). This decline was primarily the result of the 
hypermarket crisis.  
 
Long dominant (with more than 50% of food distribution in France), 
hypermarkets had seen their market share eroded since the beginning 
of 2000, but this decline accelerated after the 2008 crisis. Between 2010 
and 2018, the overall turnover of hypermarkets fell by 3.3%, and this 
decline was particularly spectacular in 2011 and 2012. Household 
consumption fell back over this period, but this decline was first of all the 
result of a profound change in consumer behavior: first of all the 
emergence of e-commerce in the non-food sector (and in particular 
Amazon), then a change in consumer behavior that favors retail and local 
trade, and finally the emergence of "Drives" in the food sector (Click & 
Collect). From 2010, this distribution format was deployed on a massive 
scale by all the retailers and, at the beginning of spring 2013, France had 
more drives than hypermarkets. 
 
As a result of this decline, hypermarkets cut net in their promotional and 
direct marketing expenses within their stores and turned away in 
particular from paper couponing. Although discount coupons are 
especially profitable and sought after by consumers in times of crisis, 
their number fell by more than 20% in two years in Europe and France. 
This fall was not limited to Europe, the American market, which was three 
times larger than the European market, declined in the same 
proportions. Since this crisis, the overall couponing market has stabilized 
somewhat in France but continues to decline in Belgium.  

 
Hypermarkets market share in France (grocery)     Million of coupons processed Europe 

											  
Source: Kantar, Xerfi          
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Chapter 3   An active digitization strategy to rebound 
 

Faced with the collapse of paper coupons, HighCo decided to 
accelerate the digitization of its offer. Identified as one of the two 
strategic axes for the group in 2010 (at the same time as 
internationalization), digitalization very quickly became the group's top 
priority. A new CEO, Didier Chabassieu, took over the group in 2013 and 
set an ambitious goal: to raise the company's digital business to more 
than 50% of its gross margin (against only 15% in 2010). 
 
To achieve this, the company first actively pushed its digital coupon 
solutions on the web, social networks, mobile and "Load to card" 
(promotional coupons on loyalty cards) to its customers and succeeded 
in taking the first position in Europe. With a little delay compared to 
some competitors Highco also started promotional SMS. In "Drive" 
(click & collect), however, the company was the first to propose a specific 
digital coupon offers to French distributors and succeeded in taking a 
strong leadership position in this fast-growing distribution format. 
 
In addition to its internal investments, HighCo also made significant 
strategic acquisitions to accelerate its digital growth. In 2014, the 
marketing group acquired Prixing, the first mobile shopping application, 
and Milky, an agency specializing in social networks. In 2016, HighCo 
acquired CapitalData, an integrator and developer of "Big Data" 
solutions. Finally, in 2018, the group took control of Useradgent, an 
agency specializing in mobile marketing (and in particular SMS). 
 
In the end, HighCo succeeded in its bet and its transformation. Today, 
the group issues three times more digital coupons (45 million) and 9x 
more SMS messages (1.2 trillion) than in 2012. Its share of digital in its 
gross margin exceeds 55%. 

 
Share of HighCo’s digital activity        HighCo’ digital coupons and SMS (base 100)        
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Chapter 4   Return to growth and cash generation 
  
The success of the digitization strategy allowed the company to return 
to growth but was also a great financial success. Indeed, after the fall in 
coupon markets, the group's activity stabilized and then picked up again 
from 2015 onwards. Since then, HighCo has achieved an average organic 
growth rate of 5% per year (CAGR 2014-2018). While HighCo's offline 
marketing activity (paper coupons, in-store promotional campaigns, 
etc.) continued to decline over the period (down 2% on an annual trend), 
the group's digital solutions experienced very strong growth. At 
constant scope, between 2014 and 2018, the gross margin of these 
activities increased by 85%, i.e. a CAGR of 17%! It should also be noted 
that growth could have been much stronger if HighCo had not 
experienced major difficulties abroad. The Belgian market in particular 
did not experience the same digitalization movement and continued to 
fall. As a result, international activities, which accounted for 42% of the 
group's gross margin in 2013, now account for less than a quarter. 
 
In financial terms, the return of growth was accompanied by a strong 
rebound in profits. In 2011 and 2012, the company, well managed, 
absorbed the fall in its markets well and remained profitable by lowering 
its costs. When growth returned, HighCo also managed not to increase 
its costs and maintained its stable workforce (excluding acquisition). 
Consequently, between 2014 and 2018, the group's EBITDA increased 
then by more than 80%. It should also be noted that, HighCo is a highly 
cash-generating company. As part of its couponing and promotion 
activities, HighCo receives cash in advance from its customers to make 
repayments. This cash, very clearly identified, has grown significantly 
with the group's development. The group's cash generation goes also 
beyond its negative working capital requirement. Excluding cash 
generated by customers, HighCo has generated nearly 45 million free 
cash flow over the last 5 years. 

 
Organic growth of gross margin (base 100)         Free cash flow and adjusted net profit (EURm) 
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Chapter 5   The data marketing opportunity 
 

In order to pursue its growth, HighCo recently announced a new 
strategic development axis: data marketing. Data-driven marketing 
disrupts traditional approaches and is very effective. For brands and 
retailers, it adds new layers of precision and analysis to better know 
customers and prospects. It is a new powerful tool for targeting 
messages, offers and content that drive response. Finally, it is a means 
of learning about market changes, bridging the gap between the 
"traditional" and the "digital" and moving towards a "customer-centric" 
approach. However, while marketing data represent a major ROI 
opportunity for brands and retailers, it is still little used due to the lack 
of available tools. Data-driven marketing is therefore set for very strong 
growth and investments. Spending in this area is expected to grow by 
more than 10% per year over the next 5 years. 
 
HighCo, who already carries out nearly 40% of its activity in the data 
business, is extremely well positioned to capture the growth of this 
market. Indeed, promotional campaigns generate a lot of high-quality 
data that HighCo has been analyzing for a long time. In particular, the 
company collects more than 200 million coupons each year on behalf of 
its customers. In 2016, HighCo also acquired Capitaldata, an integrator 
and developer of "Big Data" solutions, and now has a highly efficient 
Data Management Platform tool for its customers. Based on its position 
and new strategic direction, the company should be able to capture the 
growth of this market and, as a result, continue to achieve an overall 
gross margin growth rate of 4% to 5% per year. On the negative side, to 
capture this growth, HighCo will also have to invest significantly (in 
particular in A.I.) and this should weigh on profitability: we expect the 
operating margin to remain very stable over the next 3 years. 

 
HighCo new marketing offer and positioning 
 
Marketing strategy Client experience Data marketing Activation Campaigns 
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Chapter 6   The WPP speculation  
 

As we have seen, with 34% of the capital, WPP has been HighCo's 
reference shareholder since 1999. It seems very likely to us that the 
British advertising group will soon sell its stake and thus trigger a 
mandatory takeover bid for the company. 
 
Originally, the partnership signed between Frédéric Chevalier and 
Martin Sorrell, the CEO of the time of WPP, was intended to enable 
HighCo to take on a European dimension by giving it a new credibility. 
For WPP, this acquisition was a way to strengthen its presence in France 
and to develop in continental Europe, particularly in the field of direct 
marketing. However, at the operational level, this partnership has not 
generated any real synergy. The attempts to internationalize and the 
acquisitions of HighCo in Europe in the late 1990s and early 2010 were 
major failures. The partnership that was intended to be strategic became 
over time a simple financial investment for WPP. 
 
However, since Martin Sorrell's departure, the WPP group, too complex, 
too indebted and facing a profound transformation of its industry, has 
undertaken a profound restructuring and simplification of its activities. 
Under the impetus of its new CEO, WPP is multiplying the number of 
disposals and withdrawals. The group sold 35 investments and 
subsidiaries in 2018 and 18 in the first half of 2019. During the summer, 
WPP sold the majority of Kantar. It should not stop there and HighCo, 
which no longer has anything strategic, is more than likely on the list of 
holdings for sale. One representative of the British group on the HighCo 
supervisory board is in charge of the M&A and, if he has not yet sold his 
stake, it is because he has probably not yet received a sufficiently 
attractive offer (In 1999, WPP had entered HighCo at around 6.5 euros). 

 
WPP’s share price (GBp)            WPP’s net debt estimates (GBPm) 
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Chapter 7   Highly undervalued with or without taking in account cash 
 

The first issue to be addressed in order to value HighCo is the treatment 
of cash advanced by customers recorded in the balance sheet and which 
may be assimilated to working capital (57 million euros as at 30/06/2019). 
 
In a conservative approach, it seems reasonable to restate the 
company's multiples of this cash considering that it does not belong to 
it. Indeed, large customers advance cash to HighCo only because the 
company demonstrates in all transparency through its accounts that it 
does not spend on this cash. If HighCo were to use the cash from these 
advances, its major customers would fear that they would not recover 
their assets and would no longer want to work with the small French 
company. Nevertheless, even after taking this cash out of the valuation, 
the undervaluation of HighCo remains very high with a EV/EBITDA 2019e 
and 2020e of 5.4x and 5.0x respectively. As the company's overall 
performance is better than that of the advertising and digital marketing 
industry, it should be trading at least in the same multiples, namely at 
7.5x its 2019 EBITDA or at EUR 8 per share. 
 
However, if HighCo were to be acquired by a large group, this cash could 
regain value and reintegrate the valuation. Indeed, whereas, because of 
its small size, HighCo has to be able to show that it has the necessary 
cash to repay its customers, a large and financially strong group would 
not have to do so. He could thus get his hands on this cash and lower 
his purchase price accordingly without losing any customers. For such a 
group, HighCo's valuation multiples are only 3.1x and 2.8x the EBITDA 
for 2019e and 2020e! On this basis, it could offer to buy the WPP's stake 
at EUR 11 per share. At such a high price level, HighCo would only be 
valued at the industry average and the company would still have a free 
cash flow yield of more than 8% over 2019. 

 
Valuation ratios at 5.40 EUR/share*               DCF valuation summary (EUR/share)* 
 

  12/2019E 12/2020E 12/2021E 12/2022E  Beta 1.0 1.1 1.2 1.3 1.4 1.5 

EV/Sales (x) 0.44 0.39 0.35 0.30  WACC 9.6% 10.3% 11.1% 11.8% 12.5% 13.3% 

EV/IC (x) 1.66 1.54 1.40 1.23                

EV/EBITDA (x) 3.1 2.8 2.4 1.9  G 1.0% 11.6 10.6 9.8 8.8 8.5 8.0 

P/BV (x) 1.28 1.22 1.16 1.10  G.1.5% 12.0 10.9 10.0 9.0 8.7 8.1 

P/CF (x) 6.3 7.3 7.3 6.6  G 2.0% 12.4 11.2 10.3 9.2 8.8 8.2 

P/E (x) 11.3 11.3 10.8 9.5  G 2.5% 12.9 11.6 10.5 9.4 9.0 8.4 

Free Cash-flow Yield (%) 13.3% 11.1% 11.1% 12.6%  G 3.0% 13.4 12.0 10.8 9.6 9.2 8.5 

Dividend Yield (%) 3.3% 3.7% 4.1% 4.4%  G 3.5% 14.0 12.4 11.2 9.9 9.4 8.7 

                         
 *LPE Research estimates including cash from customer advances    G: Infinite growth rate 
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Appendix 1: The Company and its industry 
 
Business summary 
HighCo is operational marketing company specialized in communication strategy, 
promotional mechanisms, internet and mobile marketing, couponing, social network 
engagement and data-driven marketing. HighCo was founded in 1990 and is headquartered 
in Aix-en-Provence, France 
 
Gross margin by business (12/2018)      Sales by region (12/2018)  

	 	 
 

 
Industry and sector: 
Advertising & Marketing 
 
Some listed competitors: 
Tessi (FRA), Qwamplify (FRA), Alliance Data Systems (USA), Hipay (FRA), Quotient Tech (USA), 
1000mercis (FRA), Artefact (FRA), News Corps (USA), Omnicom (USA) 
 
Sales 2018 (EURm)             EBITDA margin 2018 (% of sales)  
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Appendix 2: Shareholders and corporate governance 
   
Shareholders structure          Main institutional investors (% free-float)*  

	 		 	 	 	 	 	          *Source: Morningstar 
 

 
Supervisory board structure            Board members 

	  
 

 
CEO’s compensation structure (2018)         Management team  
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Amundi  Asset Management 3.8%

Talence Gestion 2.5%
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Mandarine Gestion 1.3%

Non 
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Independent; 33%
Richard Caillat (Chairman - non independent) 

Nicolas Butin (Vice-Chairman - independent)

Natalie Rastoin (non independent - WPP)

Rupert Day (non independent - WPP)

Gérard de Bartillat (non independent) 

Nathalie Biderman (independent) 

Fixed 
salary
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Variable 
salary
27%
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benefits
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6%

Didier Chabassieu (CEO) 
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Appendix 3: Stock Reputation® 
 
 

Criterion Points Comments 

        

Share price behavior    

    

    - Erratic share price movements  4/10  Slowly but surely, HighCo's share prices are stabilizing and are 
experiencing less and less erratic movements. Yet, they still suffer 
from a challenging history. 

    - Share price deviation from its trend  5/10  

    Criterion total 9/20  

        

Focus on shareholder value    

    

    - Focus of the board  4/7  The majority of the Supervisory Board is composed of non-
independent members, but the group's main shareholders are 
present. The CEO is properly incentivized in his share price with 
more than 2 years of salary in shares. 

    - Focus of the CEO 3/7  

    - Investor Relations intensity 3/6  

    Criterion total 10/20  

        

Quality of the shareholders`    

    

    - Ownership by ‘major’ institutional investors 9/10  The company's free-float is made up of many specialized French 
institutional funds. These shareholders have also been relatively 
loyal in recent quarters. 

    - Shareholder loyalty 7/10  

    Criterion total 16/20  

        

Communication of the equity story    

    

    - Business model communication 1/4  The communication of the equity story could be better. The 
company has clear strategic objectives (digital vs offline), 
publishes detailed financial results and provides guidance. 
However, it does not go into much detail on its gross margin, 
gives few performance indicators to monitor its activity and does 
not communicate on its capital allocation. 

    - Strategy communication 2/4  

    - Capital allocation communication 0/4  

    - Results and performance communication 3/4  

    - Communication coherence 2/4  

    Criterion total 8/20  

        

Consistency    

    

    - Strategy consistency 4/7  HighCo regularly changes and adjusts its strategy. The company 
is very consistent in its financial reporting but not in its 
performance indicators.  Finally, the group, which has issued 
many profit warnings in the past, is still struggling to achieve its 
guidance at the beginning of the year (see 2016 and 2017). 

    - Guidance and targets achievement 3/7  

    - Reporting consistency 4/6  

    Criterion total 10/20  

        

Total over 100 53/100  Average reputation on the stock market 
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Appendix 4: P&L 
 

(EURm) 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 

Revenues 133.1 129.8 154.7 155.5 149.2 173.8 175.0 176.0 175.5 178.0 

 - Change % 1% -2% 19% 1% -4% 16% 1% 1% 0% 1% 

EBITDA 9.3 10.2 12.1 16.1 16.0 18.0 24.5 25.0 26.0 28.0 

 - EBITDA margin % 7.0% 7.9% 7.8% 10.4% 10.7% 10.3% 14.0% 14.2% 14.8% 15.7% 

D&A 2.9 1.3 1.6 2.3 1.6 2.7 7.0 7.0 7.0 7.0 

Non cash losses (gain) 8.8 0.0 0.0 1.4 2.3 0.6 1.0 1.0 1.0 1.0 

Operating Income -2.4 8.9 10.5 12.4 12.1 14.7 16.5 17.0 18.0 20.0 

 - Operating margin % -1.8% 6.8% 6.8% 8.0% 8.1% 8.4% 9.4% 9.7% 10.3% 11.2% 

Other income (expense) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Equity method income 0.0 -3.5 0.1 0.1 0.2 0.2 0.1 0.3 0.3 0.3 

Financing income (costs) -2.2 0.1 0.1 -0.1 -0.2 -0.2 -0.4 -0.3 -0.3 -0.3 

 - Net interest rate % -9.1% 0.5% 0.2% -0.1% -0.3% -0.3% -0.8% -0.6% -0.5% -0.5% 

Pre-tax -4.6 5.5 10.7 12.5 12.2 14.7 16.2 17.0 18.0 20.0 

Income tax expense 2.7 3.1 3.9 4.7 4.6 3.9 6.2 6.5 7.0 7.5 

 - Apparent tax rate % -59% 55% 36% 38% 38% 26% 38% 38% 39% 38% 

Income before minority -7.3 2.5 6.8 7.8 7.6 10.9 10.0 10.5 11.0 12.5 

Discontinued operations 0.0 0.0 0.0 -6.7 0.2 -0.8 0.0 0.0 0.0 0.0 

Minority interest -0.3 0.0 0.0 0.1 0.6 1.5 1.0 1.5 1.5 1.5 

Net income -7.0 2.4 6.8 1.0 7.1 8.6 9.0 9.0 9.5 11.0 

Adjustment 8.8 3.0 0.0 8.0 2.3 0.6 1.0 1.0 1.0 1.0 

Adjusted net income 1.8 5.4 6.8 9.0 9.4 9.3 10.0 10.0 10.5 12.0 

 - Change % -70% 200% 25% 34% 4% -2% 8% 0% 5% 14% 

                      

Nb of shares (millions) 20.798 20.777 20.756 20.696 20.742 20.803 20.803 20.803 20.803 20.803 

Nb of shares dil (millions) 20.958 20.784 20.756 20.783 20.879 21.011 21.011 21.011 21.011 21.011 

                      

Basic EPS (EUR) -0.34 0.12 0.33 0.05 0.34 0.42 0.43 0.43 0.46 0.53 

Adj. EPS (EUR) 0.09 0.26 0.33 0.43 0.45 0.44 0.48 0.48 0.50 0.57 

 - Change % -69% 203% 25% 34% 4% -2% 8% 0% 5% 14% 

Dividend per share (EUR) 0.08 0.08 0.10 0.12 0.14 0.16 0.18 0.20 0.22 0.24 

Pay-out (%) -22% 64% 29% 245% 41% 39% 42% 46% 48% 45% 
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Appendix 5: Balance sheet 
 
 

(EURm) 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 

Non-current assets 88.8 86.7 87.3 79.6 86.4 92.3 88.3 84.3 80.3 76.3 

Intangible asset 82.6 79.4 79.9 73.6 80.5 87.7 65.7 61.7 57.7 53.7 

PP&E 3.5 3.0 2.9 2.8 2.5 2.6 20.6 20.6 20.6 20.6 

Investment & Other 2.6 4.3 4.6 3.2 3.4 2.0 2.0 2.0 2.0 2.0 

           
Current assets  26.7 28.6 30.5 33.3 52.6 46.6 37.7 48.2 58.7 70.3 

Working capital -30.0 -32.0 -38.4 -45.1 -28.4 -40.1 -40.1 -37.3 -34.1 -31.0 

Other assets 15.1 14.0 13.6 15.4 20.8 23.9 23.9 23.9 23.9 23.9 

Assets held for sale 0.0 0.0 0.0 1.5 0.0 0.0 0.0 0.0 0.0 0.0 

Cash & cash equivalents 41.6 46.6 55.3 61.5 60.2 62.8 53.9 61.6 68.9 77.4 

           
Shareholders' equity 68.6 69.1 74.5 73.4 82.3 87.7 90.8 95.0 99.4 104.8 

Group share 68.7 69.1 74.5 73.3 79.2 84.8 87.8 92.1 96.4 101.9 

Non-controlling interest 0.0 0.0 0.0 0.1 3.1 2.9 2.9 2.9 2.9 2.9 

           
Non-current liabilities 2.4 2.1 13.2 11.1 12.4 11.5 11.5 11.5 11.5 11.5 

Interest bearing liabilities 0.8 0.5 11.5 9.0 10.4 6.9 6.9 6.9 6.9 6.9 

Pension Liabilities 0.6 1.1 1.1 1.4 1.7 1.8 1.8 1.8 1.8 1.8 

Provision and other 0.9 0.5 0.6 0.7 0.3 2.8 2.8 2.8 2.8 2.8 

           
Current liabilities 44.5 44.1 30.1 28.5 44.3 39.6 23.7 25.9 28.1 30.3 

Interest bearing liabilities 16.6 15.4 3.1 2.9 3.8 3.7 3.7 3.7 3.7 3.7 

Liabilities held for sale 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Other 27.9 28.7 27.0 25.6 40.5 35.9 20.0 22.2 24.4 26.6 

                      

Invested Capital 56.2 50.4 44.4 31.3 54.6 50.2 46.2 44.9 44.2 43.3 

Net financial debt -24.2 -30.7 -40.6 -49.6 -45.9 -52.2 -43.3 -51.0 -58.3 -66.8 

Net debt -23.6 -29.6 -39.6 -48.3 -44.2 -50.4 -41.5 -49.2 -56.5 -65.0 

                      

Asset 115.5 115.3 117.9 112.9 139.0 138.8 126.0 132.4 139.0 146.6 

Liabilities 115.5 115.3 117.9 112.9 139.0 138.8 126.0 132.4 139.0 146.6 
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Appendix 6: Cash Flow and ratios 
 
 

(EURm) 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 

EBITDA 9.3 10.2 12.1 16.1 16.0 18.0 24.5 25.0 26.0 28.0 

Financing costs 2.2 -0.1 -0.1 0.1 0.2 0.2 0.4 0.3 0.3 0.3 

Income tax expense 2.7 3.1 3.9 4.7 4.6 3.9 6.2 6.5 7.0 7.5 

WCR change and other -3.4 -4.5 -4.9 -4.0 5.9 -6.0 0.0 2.8 3.3 3.1 

Cash-flow from operat. 7.8 11.8 13.2 15.4 5.4 20.0 17.9 15.4 15.4 17.1 

CAPEX 2.5 1.3 1.6 1.1 1.1 2.6 3.0 3.0 3.0 3.0 

Free Cash-flow 5.2 10.5 11.6 14.3 4.3 17.4 14.9 12.4 12.4 14.1 

Acquisition/Disposal 4.0 2.4 0.0 2.3 3.3 5.9 0.0 0.0 0.0 0.0 

Dividend and return 2.3 2.1 2.1 2.6 4.4 5.0 6.0 4.7 5.2 5.6 

Equity issuance 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 

Other & Adjustment 1.7 0.6 0.4 -0.4 -0.2 -0.2 -17.8 0.0 0.0 0.0 

Reduction in net debt 0.6 6.5 9.9 9.0 -3.7 6.3 -8.9 7.7 7.3 8.6 

                      

           
  12/2013 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 

Gross margin (%) 54.0% 54.6% 48.7% 52.1% 55.1% 50.4% 54.3% 56.3% 58.1% 59.6% 

EBITA margin (%) 7.0% 7.9% 7.8% 10.4% 10.7% 10.3% 14.0% 14.2% 14.8% 15.7% 

Operating margin (%) -1.8% 6.8% 6.8% 8.0% 8.1% 8.4% 9.4% 9.7% 10.3% 11.2% 

Net margin (%) 1.4% 4.2% 4.4% 5.8% 6.3% 5.3% 5.7% 5.7% 6.0% 6.7% 

                      

ROCE before tax (%) -4.2% 17.6% 23.8% 39.7% 22.1% 29.2% 35.7% 37.8% 40.7% 46.2% 

ROCE after tax (%) -6.8% 7.9% 15.2% 24.8% 13.8% 21.6% 22.1% 23.4% 24.9% 28.9% 

ROIC (%) -8.6% 6.3% 20.0% 32.9% 21.1% 30.9% 21.6% 24.3% 27.2% 33.4% 

ROE (%) -10.2% 3.5% 9.1% 1.4% 8.7% 9.9% 9.9% 9.5% 9.6% 10.5% 

                      

Current Ratio (x) 0.6 0.6 1.0 1.2 1.2 1.2 1.6 1.9 2.1 2.3 

WCR (% of revenues) -23% -25% -25% -29% -19% -23% -23% -21% -19% -17% 

                      

Gearing (%) -35% -44% -55% -68% -56% -59% -48% -54% -59% -64% 

Net debt/EBITDA (x) -2.6 -3.0 -3.4 -3.1 -2.9 -2.9 -1.8 -2.0 -2.2 -2.4 

Interest coverage (x) -1.1 -68.8 -178.8 214.0 72.9 92.7 41.3 56.7 60.0 66.7 
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Appendix 7: Valuation multiples 
 
 

(EUR) 12/2013 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 

Share price average 2.50 2.48 2.87 5.03 5.79 4.91 5.40 5.40 5.40 5.40 

                      

Market cap. (EURm) 52.0 51.5 59.6 104.1 120.1 102.1 112.3 112.3 112.3 112.3 

Entreprise Value (EURm) 28.4 21.9 20.1 56.0 79.0 54.7 73.8 66.1 58.8 50.2 

                      

Book Value per share 3.30 3.33 3.59 3.54 3.82 4.08 4.22 4.43 4.64 4.90 

Cash-Flow per share 0.37 0.57 0.64 0.74 0.26 0.96 0.86 0.74 0.74 0.82 

Earning per share 0.09 0.26 0.33 0.43 0.45 0.44 0.48 0.48 0.50 0.57 

                      

EV/Sales (x) 0.21 0.17 0.13 0.36 0.55 0.33 0.44 0.39 0.35 0.30 

EV/IC (x) 0.50 0.44 0.45 1.80 1.50 1.15 1.66 1.54 1.40 1.23 

EV/EBITDA (x) 3.1 2.2 1.7 3.5 5.1 3.2 3.1 2.8 2.4 1.9 

           
P/BV (x) 0.8 0.7 0.8 1.4 1.5 1.2 1.3 1.2 1.2 1.1 

P/CF (x) 6.7 4.4 4.5 6.8 22.4 5.1 6.3 7.3 7.3 6.6 

P/E (x) 29.2 9.6 8.8 11.6 12.8 11.1 11.3 11.3 10.8 9.5 

           
Free Cash-flow Yield (%) 10.0% 20.3% 19.5% 13.7% 3.6% 17.0% 13.3% 11.1% 11.1% 12.6% 

Dividend Yield (%) 3.0% 3.0% 3.3% 2.4% 2.4% 3.3% 3.3% 3.7% 4.1% 4.4% 

                      

 
 
EV/EBITDA 2019E (x)             P/E 2019E (x)  
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Operating under the trademark LPE Research, LA PETITE ETINCELLE ASSOCIES SAS (“LPE Research”) is an 
independent equity research house exclusively dedicated to fund managers and investors. LPE Research provides 
services of investment research and financial analysis as defined by “l’article L. 544-1 du code monétaire et 
financier” of the French law. As such LPE Research’s reports strictly follow the general and specifics rules of the 
Autorité des Marchés Financiers (“AMF”) regarding investment research and financial analysis (www.amf-
france.org). In addition, LPE Research’s Directors and employees strictly follow the Société Française des Analystes 
Financiers (“SFAF”) code of ethics (www.sfaf.com). 
 
Equity research methodology and opinions 
 
LPE Research’s services of investment research and financial analysis are based on a strict equity research 
methodology consisting of 12 steps:  
 
1- Understanding the company’s activities,  
2 - Investigating the company’s market trends and industry dynamics 
3 - Examining the company’s positions versus those of its competitors 
4  - Reviewing the company’s business model, identifying key drivers 
5 - Understanding management motivation, vision and strategy 
6 - Analyzing the company’s P&L 
7 - Analyzing the company’s cash-flow 
8 - Analyzing the company’s balance sheet 
9 - Building earnings estimates 
10 - Valuing the company 
11 - Measuring the company’s stock reputation® 
12 - Identifying potential re-rating levers and momentum 

 
Based on its methodology, LPE Research provides on demand detailed operating and financial models and 
presentations of its opinions. LPE Research’s detailed equity research methodology can be fund under 
www.lpereserach.com/our-methodology 
 
Conflict of interest 
 
LPE Research is a fully independent equity research house and does not have nor seek any business with covered 
companies that could impair the impartiality of its opinions. 
 
Except if explicitly stated, LPE Research, its directors and employees: 
 
1- do not hold a net long or short position subject issuer or the subject securities or other financial instruments 
(the “Company” or the “Companies”) 
2- do not act as a market maker or liquidity provider in the financial instruments of the Company  
3- do not belong to a consortium as a lead manager or co-lead manager of any publicly disclosed offer of 
financial instruments of the Company  
4- do form party to any other agreement with the Company relating to the provision of investment banking 
services  
5- do not form party to an agreement with the Company relating to the production of the Publication or any 
recommendation  
6- do not act as a corporate broker to the Company  
7- do not have a material conflict of interest at the time of distribution of the Publication or any other significant 
financial interest in relation to the Company  
8 – do not have received non-investment banking related compensation from the Company  
9 – are not associated with them is an officer, director, or advisory board member of the Company.  
10 - the Company do not holds shares of LPE Research 
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Disclosures and Disclaimer  
 
This publication has been prepared under the trademark LPE Research by LA PETITE ETINCELLE ASSOCIES SAS 
(“LPE Research”). Each publication specifies the publisher and the author(s): the financial analyst(s) as referred to 
on the front cover of the publication. All rights reserved. When quoting please cite LPE Research as the source. 
This Publication is provided to Qualified Institutional Investors for their information. It may not be reproduced, 
redistributed, passed on, directly or indirectly, to any other person or published, in whole or in part, in any form or 
by any means for any purpose without LPE Research’s prior express consent. 
 
The financial analyst(s) responsible for the production of this Publication certify that all of the views expressed in 
this report accurately reflect their personal views about any and all of the subject financial instruments or 
Companies. No part of any of the analyst(s)’ compensation was, is, or will be, directly or indirectly related to the 
specific recommendations or views expressed by the analyst in this Publication. In particular, the financial analyst(s) 
receive compensation based upon various factors, including the accuracy of research, client support and feedback, 
competitive factors and overall LPE Research revenues.  
 
The information, tools and material presented in this Publication are provided to recipients for informational 
purposes only and are not to be used or considered as an offer or solicitation to sell or offer or solicitation to buy 
or subscribe for securities or other financial instruments. This Publication is for clients only and it is intended to 
provide information to assist Qualified Institutional Investors in making their own investment decisions. It is not 
intended to provide investment advice to any specific investor. In particular, it does not constitute a personal 
recommendation or take into account the particular investment objectives, financial situation, or individual investor 
needs. Investments discussed and recommendations made herein may not be suitable for all investors. Recipients 
must exercise their own independent judgement as to the suitability of such investments and opinions in the light 
of their own investment objectives, experience, tax and financial position or individual needs.  
 
This Publication has been prepared by its author(s) independently of the Company, and none of LPE Research, the 
Company or its shareholders has verified any of the information given in this document, unless otherwise stated 
herein. The Publication is based on information derived from selected public sources we believe to be reliable and 
in good faith but neither its fairness, accuracy, completeness or suitability for investors' purposes can be 
represented or warranted, expressly or impliedly. Opinions expressed herein reflect the current views of the 
author(s) and not necessarily the opinions of LPE Research. Any opinions, forecasts, assumptions, estimates, derived 
valuations and target price(s) contained herein are as of the date of this Publication and subject to change at any 
time without prior notice. There can be thus no assurance that future results or events will be consistent with any 
such opinions, forecasts or estimates.  
 
LPE Research hereby expressly disclaims, to the extent permitted by applicable law and/or regulation (tort, 
contract, strict liability or otherwise), all warranties, express, statutory or implied, regarding this Publication and any 
results to be obtained from the use of this Publication, including but not limited to all warranties of merchantability, 
fitness for a particular purpose or use and all warranties arising from course of performance, course of dealing 
and/or usage of trade or their equivalents under the applicable laws and/or regulations of any jurisdiction. LPE 
Research does not warrant or guarantee the accuracy, timeliness, suitability, completeness or availability of this 
Publication or the information or results obtained from use of this Publication, or that this Publication or the 
information or results will be free from error.  
 
Under no circumstances and under no theory of any applicable law and/or regulation, shall LPE Research be liable 
to anyone for any direct, indirect, special, incidental, consequential, punitive or exemplary damages arising in any 
way from the information contained in this Publication, including damages for trading losses or lost profits, or for 
any claim or demand by any third party, even if LPE Research knew or had reason to know of the possibility of such 
damages, claim or demand.   
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