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Sharp Rise in Profitability, Turnaround Inevitable 
Fresh Del Monte Produce reported a sharp rise in profitability while 
revenues declined marginally for the second quarter ended June, 2019. 
Net income for the second quarter rose sharply to $39 million compared 
to a loss of $5.6 million in the prior year's second quarter. Gross profit 
for the second quarter increased significantly by 23% to $96.3 million, 
compared with $78.3 million in the prior year's second quarter. The 
increase in gross and net profit was the result of higher profitability in 
all of the company's business segments, primarily due to higher selling 
prices of bananas in Europe and Asia, and higher selling prices in the 
fresh and value-added business segment. The increase was partially 
offset by increased fruit production and procurement, and ocean freight 
costs as well as the negative impact of unfavorable exchange rates. The 
company reported EPS of $0.79 in the second quarter of 2019, compared 
to a loss of -$0.16 in the corresponding period last year. Excluding asset 
impairment and other charges, the reported adjusted EPS was $0.69 in 
the second quarter of 2019, a big jump from last year’s $0.14. 
 
Net sales of the company for the second quarter declined marginally by 
3% to $1,239 million, compared to $1,272 million in the corresponding 
period last year. The decline in net sales was primarily attributable to 
lower sales volume in the company's banana and fresh and value-added 
business segments, and secondarily due to the weakening of currencies 
against the U.S. dollar in selling countries.  
 
In our conversation with the management, they mentioned to us 
that they continue to strategically focus attention on growing the 
business profitably. This is reflected in the second quarter financial 
performance of the company and it is expected that it will continue to 
deliver on its performance in the coming period. A turnaround looks 
inevitable from the point of view of an increase in revenues coupled with 
significant increases in gross and net profit margins in the quarters to 
follow. 
 
Total debt for the company stood at $640.4 million at the end of June 
2019 vs. $662 million at the end of December 2018 due to relatively 
lower requirements as a result of completion of acquisition of Mann 
Packing in 2018. Interest expense, net for the second quarter was $6.8 
million, compared with $5.7 million in the second quarter of 2018 due to 
higher interest rates. 

www.evaluateresearch.com 

Target Price              US$ 42.00 

Current Price             US$ 30.27 

Upside Potential                      39% 

 

Market Cap. US$ 1.48 bn 

Shares Outstanding 48.4mn 

Free Float (FF %) 30.3mn / 62.4% 

52 Week Range ($) 39.35 / 22.98 

Avg. Daily Value US$ 10 mn 

Russell 2000 Level 1,574 

Insider  Holding % 37.6% 

 

 

 
 

Risk: Above Average 

Forecasting and Valuations 

(US$ mn except ratio)  FY 2018 FY 2019E 

Revenue 4494 4764 

Net Income  24.6 92.8 

EPS 0.5 1.99 

Est. EPS Growth  - 292% 

PE 60 15 

EV/EBITDA  20 13 

P/B 1.16 1.05 

 

 

 

 

Analysts: 

Ketan Chaphalkar 

ketan@evaluateresearch.com 

 

Sandy Mehta, CFA 

sandy@evaluateresearch.com 

 

 



2 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Restructuring Continues to Positively Impact Bottomline  
The company’s strategy to streamline its operations is bearing results and they are 
able to manage their operating costs better. During the second quarter conference 
call CEO Mohammed Abu-Ghazaleh mentioned that the restructured operations in 
the US, Chile and the Philippines continue to positively affect the performance of the 
company in the second quarter (started from the first quarter of 2019). As per 
management estimates, these strategic initiatives should help the company reduce 
operating expenses by approximately $20 million annually. 
 
Maintain Estimates and PT; 39% Upside  
The company faced a challenging external environment in the last 15-18 months. 
But a recovery in pricing for most of the products in the fresh value added products 
segment and banana segment in the second quarter of 2019 should result in margin 
expansion and earnings growth for the company over the next few quarters. We 
continue to maintain our FY2019 earnings estimates at $1.99 per share. Similarly, 
we also maintain our price target at $42 representing an upside of approximately 
39% over the current stock price. The stock is currently trading down 54% from its 
high of $66.00 in November 2016. On a P/E basis, the stock is trading at a P/E of just 
12.7x on our FY2020 earnings estimate of $2.38 per share.   
 
We believe that the current stock price provides an attractive entry point with 
limited downside for long-term investors. Management continues to diversify its 
business both in terms of geography and product line in order to reduce its 
dependence on a single region or product and minimize the impact of competition, 
poor weather, seasonality and cost fluctuations. The recent restructuring initiatives 
along with the acquisition of Mann Packing are beginning to help the company to 
increase revenues, reduce costs and to further improve the bottom-line in the 
coming period. We expect the stock price to rally further over the next few quarters 
as the external environment continues to stabilize with the company’s 
fundamentals beginning to revert to normal levels. 
 
2Q Segment Results  
For the second quarter, in the Fresh and value added products segment, Gold 
pineapple sub-segment, and Non-tropical sub-segment volumes decreased 16% and 
24%, respectively. Fresh-cut fruit sub-segment and Vegetable sub-segment volumes 
increased 1% and 10% respectively while the volume for Fresh cut vegetables and 
Avocado sub-segments decreased by 6% and 4% respectively. Banana volumes 
were lower by 7% and while net sales were relatively flat compared to previous year 
same period primarily due to higher selling prices in the Middle East, Europe and 
Asia. 
 
The company has already realigned its other fresh produce and prepared food 
segments into one segment titled fresh and value-added products. Fresh and value-
added products include pineapples, melons, non-tropical fruit (including grapes, 
apples, citrus, blueberries, strawberries, pears, peaches, plums, nectarines, cherries 
and kiwis), other fruit and vegetables, avocados, fresh-cut fruit and vegetables, 
prepared fruit and vegetables, juices, other beverages, prepared meals and snacks. 
The company’s banana business will remain in the banana segment. The company's 
other businesses will now comprise a segment titled other products and services. 
Other products and services include poultry and meat products, plastic products 
and third-party freight services.  Now there are primarily three segments where the 
company operates its line of business beginning with Fresh and value added 
products, followed by the Banana segment, and other businesses segment. 
 



3 Evaluateresearch.com 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 



4 Evaluateresearch.com 

 

 

5-year Price Chart 

 

 



5 Evaluateresearch.com 

 

Income Statement ($ million) CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E CAGR(2017-21) 

Revenue               3,928                 4,057                  4,012                  4,086                   4,494                    4,764              4,954              5,127  6% 

y/y 6.6% 3.3% -1.1% 1.9% 11.0% 6.0% 4.0% 3.5%  

Cost of Revenue -3,563 -3,714 -3,550 -3,754 -4,214 -4,411 -4,573 -4,717  

Gross Profit               364.8                 342.3                  461.4                  331.6                   280.0                    352.5              381.5              410.2   

Gross margin (%) 9.3% 8.4% 11.5% 8.1% 7.6% 7.4% 7.7% 8.0%  

Other Operating Revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0  

as a % of sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%  

Selling, General & Admin Expense -176 -184 -187 -173 -195 -210 -218 -226  

as a % of sales 4.5% 4.5% 4.7% 4.2% 4.6% 4.4% 4.4% 4.4%  

Other Operating expenses 0.0 0.0 0.0 0.0 -0.2 0.0 0.0 0.0  

as a % of sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%  

Operating Income                 189                    158                    274                     158                        85                       143                 163                 185  4% 

y/y 66.5% -16.2% 73.0% -42.2% -46.3% 67.9% 14.4% 12.9%  

Operating margin (%) 4.8% 3.9% 6.8% 3.9% 1.9% 3.0% 3.3% 3.6%  

Interest Expense -3.2 -4.3 -4.1 -6.4 -22.7 -22.3 -23.2 -23.2  

Interest income 0.6 0.6 0.7 0.8 0.0 0.0 0.0 0.0  

Equity in (losses)income of affiliates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0  

Other recurring (expenses)/income -12.0 -7.5 -3.4 -3.0 -15.7 -9.4 -12.5 -10.9  

Amortization of intangibles 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0  

Goodwill impairment 0.0 -66.1 -2.6 -0.9 0.0 0.0 0.0 0.0  

Other non recurring (expenses) income -15.5 -1.3 -27.2 -4.8 -46.5 0.0 0.0 0.0  

Pretax Income (reported) 158.9 79.8 237.4 144.1 0.2 111.3 127.8 151.5 1% 

y/y -1051.5% -49.8% 197.5% -39.3% -99.9% 55542.0% 14.8% 18.5%  

Pretax Income (adjusted) 174.4 147.2 267.2 149.8 46.7 111.3 127.8 151.5 0% 

y/y 58.7% -15.6% 81.5% -43.9% -68.8% 138.3% 14.8% 18.5%  

  - Income Tax Expense -14.3 -13.7 -11.8 -24.9 -16.1 -15.6 -17.9 -21.2  

effective tax rate (%) 9.0% 17.2% 5.0% 15.0% 14.0% 14.0% 14.0% 14.0%  

  - Minority Interests -2.2 -4.0 -0.5 -1.6 -6.0 -2.9 -3.0 -2.8  

Income Before XO Items 142.4 62.1 225.1 117.6 -21.9 92.8 106.9 127.5 2% 

y/y -514.0% -56.4% 262.5% -47.8% -118.6% -523.9% 15.1% 19.2%  

  - Extraordinary Loss Net of Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0  

Net Income (reported) 142.4 62.1 225.1 117.6 -21.9 92.8 106.9 128.5 2% 

y/y -514.0% -56.4% 262.5% -47.8% -118.6% -523.9% 15.1% 20.2%  

Exceptional (L)G 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.00  

Net Income (adjusted) 156.5 129.5 254.9 123.3 24.6 92.8 106.9 126.5 1% 

y/y 226.7% -17.2% 96.8% -51.6% -80.0% 277.4% 15.1% 18.3%  

Basic EPS (reported) 2.54 1.18 4.36 2.34 -0.45 1.98 2.37 2.97  

Basic EPS (adjusted) 2.80 2.45 4.94 2.45 0.51 1.98 2.37 2.93  

          
Basic Weighted Avg Shares 55.97 52.75 51.62 50.25 48.63 46.83 45.03 43.23  

          
Diluted EPS (reported) 2.53 1.18 4.35 2.32 -0.45 1.99 2.38 2.98 6% 

y/y -514.5% -53.4% 269.1% -46.5% -119.4% -540.3% 19.8% 25.2%  

Diluted EPS (adjusted) 2.78 2.45 4.92 2.44 0.51 1.99 2.38 2.93 5% 

y/y 227.2% -11.6% 100.4% -50.5% -79.2% 292.0% 19.8% 23.3%  

Diluted Weighted Avg Shares 56.35 52.75 51.80 50.59 48.50 46.70 44.90 43.10  
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Reference Items CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 

EBITDA 262.3 230.8 352.5 236.5 169.7 232.5 256.8 282.2 

Dividends per Share 0.50 0.50 0.55 0.60 0.60 0.00 0.00 0.00 

Dividend payout ratio 18.0% 20.2% 11.2% 24.6% 118.3% 0.0% 0.0% 0.0% 

Dep & Amor. 73.3 72.4 78.5 78.1 84.6 89.6 93.3 97.6 

as a % of sales 1.9% 1.8% 2.0% 1.9% 1.9% 1.9% 1.9% 1.9% 

         
Balance Sheet (US$ million) CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 

Assets         
  + Cash & Near Cash Items 34.1 24.9 20.1 25.1 21.3 28.7 28.2 18.4 

  + Short-Term Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Accounts & Notes Receivable 344.6 346.1 349.2 358.8 473.5 432.3 440.6 446.9 

  + Inventories 516.1 481.9 493.2 541.8 565.3 567.9 576.9 583.2 

  + Other Current Assets 146.1 132.9 98.6 94.1 78.7 78.7 78.7 78.7 

Total Current Assets 1,040.9 985.8 961.1 1,019.8 1,138.8 1,107.5 1,124.3 1,127.3 

  + Long-Term Investments 2.0 2.0 2.0 2.0 6.0 6.0 6.0 6.0 

    + Gross Fixed Assets 1947.1 2,078.7 2,142.8 2,230.5 2,738.5 2,890.9 3,049.5 3,213.5 

    - Accumulated Depreciation -776.9 -849.8 -870.8 -902.2 -1,346.3 -1,435.9 -1,529.2 -1,626.7 

  + Net Fixed Assets 1,170.2 1,215.4 1,272.0 1,328.3 1,392.2 1,455.1 1,520.3 1,586.8 

  + Other Long-Term Assets 131.7 129.2 157.3 154.9 294.7 294.7 294.7 294.7 

  + Goodwill & other Intangible Assets 330.5 263.7 260.9 261.9 423.4 423.4 423.4 423.4 

Total Long-Term Assets 1,634.4 1,610.3 1,692.2 1,747.1 2,116.3 2,179.2 2,244.4 2,310.9 

Total Assets 2,675.3 2,596.1 2,653.3 2,766.9 3,255.1 3,286.7 3,368.8 3,438.2 

         

Liabilities & Shareholders' Equity         
  + Accounts Payable 382.1 359.1 360.5 382.4 576.6 517.0 552.0 586.6 

  + Short-Term Borrowings 2.2 1.5 0.6 0.6 0.5 0.5 0.5 0.5 

  + Other Short-Term Liabilities 25.1 21.2 8.0 10.8 8.9 8.9 8.9 8.9 

Total Current Liabilities 409.4 381.8 369.1 393.8 586.0 526.4 561.4 596.0 

  + Long-Term Borrowings 264.7 252.7 231.7 357.0 661.9 741.9 771.9 771.9 

  + Other Long-Term Liabilities 213.3 210.7 236.1 224.9 237.7 237.7 237.7 237.7 

Total Liabilities 887.4 845.2 836.9 975.7 1,485.6 1,506.0 1,571.0 1,605.6 

  + Total Preferred Equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Share Capital & APIC 546.9 444.9 550.2 523.0 493.6 419.0 339.1 255.1 

  + Retained Earnings & Other Equity 1,201.0 1,263.1 1,241.6 1,244.4 1,198.3 1,281.2 1,375.2 1,488.3 

Total Shareholders' Equity 1,747.9 1,708.0 1,791.8 1,767.4 1,691.9 1,700.2 1,714.3 1,743.4 

  + Minority Interest 40.0 42.9 24.6 23.8 25.8 28.7 31.7 34.4 

 + Redeemable non controlling interest     51.8 51.8 51.8 51.8 

Total Liabilities & Equity 2,675.3 2,596.1 2,653.3 2,766.9 3,255.1 3,286.7 3,368.8 3,438.2 
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Cash Flow ($ million) CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 
  + Net Income 144.6 66.4 225.6 119.2 -15.9 92.8 106.9 128.5 
  + Depreciation & Amortization 73.3 72.4 78.5 79.9 100.5 89.6 93.3 97.6 
  + Other Non-Cash Adjustments 19.7 78.2 14.7 34.4 35.9 2.9 3.0 2.8 
  + Changes in Working Capital -6.9 14.1 12.9 -39.3 126.1 -21.0 17.7 21.9 
Cash From Operating Activities 230.7 231.1 331.7 194.2 246.6 164.3 220.9 250.7 
  + Disposal of Fixed Assets 1.6 6.9 12.4 4.7 17.4 0.0 0.0 1.0 
  + Capital Expenditures -149.1 -131.6 -146.7 -138.5 -150.5 -152.4 -158.5 -164.1 

Acquisition of Mann Packing     -357.5    
  + Increase in Investments 0.0 0.0 0.0 0.0 -4.2 0.0 0.0 0.0 
  + Decrease in Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0 
  + Other Investing Activities -12.7 0.0 -9.0 0.0 0.0 0.0 0.0 0.0 
Cash From Investing Activities -160.2 -124.7 -143.3 -133.8 -494.8 -152.4 -158.5 -162.1 
  + Dividends Paid -27.9 -26.2 -28.2 -30.1 -29.0 0.0 0.0 0.0 
  + Change in Short-Term Borrowings 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Increase in Long-Term Borrowing 628.8 0.0 621.9 800.2 304.5 80.0 30.0 0.0 
  + Decrease in Long-term Borrowing -612.5 -19.0 -648.4 -673.3 0.0 0.0 0.0 0.0 
  + Increase in Capital Stocks 48.9 35.3 12.2 0.0 0.0 15.4 10.1 6.0 
  + Decrease in Capital Stocks -131.1 -117.4 -108.4 -142.0 -29.4 -90.0 -90.0 -90.0 
  + Other Financing Activities 5.1 -0.4 -41.6 -8.6 -4.1 -9.9 -12.9 -15.4 
Cash from Financing Activities -88.7 -127.7 -192.5 -53.8 242.0 -4.5 -62.9 -99.4 
Effect of Exchange Rate Changes 9.8 12.1 -0.7 -1.6 2.4 0.0 0.0 1.0 
Net Changes in Cash -8.4 -9.2 -4.8 5.0 -3.8 7.4 -0.5 -9.7 

Opening cash     25.1 21.3 28.7 28.2 

Closing cash     21.3 28.7 28.2 18.4 

  

Ratio Analysis CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 
Growth Ratios %         
Revenue 6.6% 3.3% -1.1% 1.9% 11.0% 6.0% 4.0% 3.5% 
EBITDA 43.0% -12.0% 52.7% -32.9% -28.2% 37.0% 10.5% 9.9% 
Operating Income 66.5% -16.2% 73.0% -42.2% -46.3% 67.9% 14.4% 12.9% 
Net income reported -514.0% -56.4% 262.5% -47.8% -118.6% -523.9% 15.1% 20.2% 
Net income adjusted 226.7% -17.2% 96.8% -51.6% -80.0% 277.4% 15.1% 18.3% 
Diluted EPS reported -514.5% -53.4% 269.1% -46.5% -119.4% -540.3% 19.8% 25.2% 
Diluted EPS adjusted 227% -12% 100% -50% -79% 292% 20% 23% 
Dividend per share 0.00% -0.66% 10.73% 9.09% 0.00% -100.00% #DIV/0! #DIV/0! 

         
Accounts Receivables 1.7% 0.4% 0.9% 2.7% 32.0% -8.7% 1.9% 1.4% 
Inventory -3.2% -6.6% 2.3% 9.9% 4.3% 0.5% 1.6% 1.1% 
Fixed Assets 3.9% -1.5% 5.1% 3.2% 21.1% 3.0% 3.0% 3.0% 
Total Assets 3.3% -3.0% 2.2% 4.3% 17.6% 1.0% 2.5% 2.1% 
Working Capital 1.1% -3.2% -1.4% 5.1% -11.6% 3.9% -3.2% -4.1% 
Accounts Payable 7.3% -6.0% 0.4% 6.1% 50.8% -10.3% 6.8% 6.3% 
Short Term Debt -21.4% -31.8% -60.0% 0.0% -16.7% 0.0% 0.0% 0.0% 
Long Term Debt 6.5% -4.5% -8.3% 54.1% 85.4% 12.1% 4.0% 0.0% 
Total Equity 2.0% -2.3% 4.9% -1.4% -4.3% 0.5% 0.8% 1.7% 

         
Cash From Operations 112.2% 0.2% 43.5% -41.5% 27.0% -33.4% 34.4% 13.5% 
Capital Expenditure 6.5% 11.7% -11.5% 5.6% -8.7% -1.3% -4.0% -3.5% 
Free Cash Flow -260.6% 21.9% 85.9% -69.9% 72.5% -87.6% 425.0% 39.0% 
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Per Share Data (US$) CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 

Basic EPS (adjusted) 2.80 2.45 4.94 2.45 0.51 1.98 2.37 2.93 

Diluted EPS (adjusted) 2.78 2.45 4.92 2.44 0.51 1.99 2.38 2.93 

Dividend per share (DPS) 0.50 0.50 0.55 0.60 0.60 0.00 0.00 0.00 

Book Value per share (BVPS) 26.3 27.4 29.6 29.8 26.2 27.3 28.8 30.6 

         

Margins (%)         

Gross Margin 9.3% 8.4% 11.5% 8.1% 7.6% 7.4% 7.7% 8.0% 

Operating Margin 4.8% 3.9% 6.8% 3.9% 1.9% 3.0% 3.3% 3.6% 

EBITDA Margin 6.7% 5.7% 8.8% 5.8% 3.8% 4.9% 5.2% 5.5% 

Pre-Tax Margin (adjusted) 4.4% 3.6% 6.7% 3.7% 1.0% 2.3% 2.6% 3.0% 

Net Income Margin (adjusted) 4.0% 3.2% 6.4% 3.0% 0.5% 1.9% 2.2% 2.5% 

         

Return Ratios         

Dupont ROE (%) 9.0% 7.6% 14.2% 7.0% 1.5% 5.5% 6.2% 7.3% 

Margin (%) 4.0% 3.2% 6.4% 3.0% 0.5% 1.9% 2.2% 2.5% 

Turnover (x) 1.5 1.6 1.5 1.5 1.4 1.4 1.5 1.5 

Leverage (x) 1.5 1.5 1.5 1.6 1.9 1.9 2.0 2.0 

         

Return on Assets 5.8% 5.0% 9.6% 4.5% 0.8% 2.8% 3.2% 3.7% 

Return on Capital Employed 8.3% 7.2% 12.0% 6.7% 3.2% 5.2% 5.8% 6.5% 

Return on Invested Capital 7.8% 6.6% 12.6% 5.8% 1.0% 3.8% 4.3% 5.0% 

         

FCF Calculation         

Op. cash  230.7 231.1 331.7 194.2 246.6 164.3 220.9 250.7 

capex -149.1 -131.6 -146.7 -138.5 -150.5 -152.4 -158.5 -164.1 

FCF (US$ million) 81.6 99.5 185.0 55.7 96.1 11.9 62.3 86.7 

FCF margin (%) 2.1% 2.5% 4.6% 1.4% 2.1% 0.2% 1.3% 1.7% 

FCF per share 1.45 1.89 3.57 1.10 1.98 0.25 1.39 2.01 

Price/FCF per share 20.90 16.05 8.48 27.49 15.28 119.03 21.80 15.06 

FCF Yield 4.8% 6.2% 11.8% 3.6% 6.5% 0.8% 4.6% 6.6% 

         

Net Cash calculation         

Cash + short term investments 34.1 24.9 20.1 25.1 21.3 28.7 28.2 18.4 

Less: long term debt + ST debt -266.9 -254.2 -232.3 -357.6 -662.4 -742.4 -772.4 -772.4 

Net Cash -232.8 -229.3 -212.2 -332.5 -641.1 -713.7 -744.2 -754.0 

         

Net cash per share -4.1 -4.3 -4.1 -6.6 -13.2 -15.3 -16.6 -17.5 
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Valuation ratio's CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 

P/B 1.22 1.64 1.02 1.02 1.16 1.11 1.05 0.99 

P/E 11.56 18.33 6.15 12.42 59.68 15.23 12.71 10.31 

P/S 0.46 0.59 0.37 0.36 0.33 0.31 0.30 0.29 

EV/sales 0.67 0.83 0.84 0.83 0.75 0.71 0.68 0.66 

EV/EBITDA 10.09 14.65 9.59 14.30 19.92 14.54 13.17 11.98 

EV/EBIT 14.00 21.35 12.34 21.35 39.73 23.66 20.68 18.32 

EV/FCF 32.43 33.98 18.28 60.70 35.18 284.70 54.23 39.02 

Dividend Yield (%) 1.65% 1.64% 1.82% 1.98% 1.98% 0.00% 0.00% 0.00% 

Div payout on FCF 34.5% 26.3% 15.4% 54.5% 30.3% 0.0% 0.0% 0.0% 

         

Working Capital Ratios CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019E CY 2020E CY 2021E 

Receivable days (DSO) 32 31 32 32 34 33 32 32 

Inventory days (DIO) 54 49 50 50 48 47 46 45 

Payables days (DPO) 38 36 37 36 42 43 44 45 

Current ratio 2.5 2.6 2.6 2.6 1.9 2.1 2.0 1.9 

Quick ratio 1.3 1.3 1.3 1.2 1.0 1.0 1.0 0.9 

Working capital 600 581 573 602 532 553 535 513 

Cash conversion cycle 48 44 45 46 40 37 34 32 

         

Leverage Ratios         

Debt / equity 15% 15% 13% 20% 39% 44% 45% 44% 

Net cash (debt) / equity -13% -13% -12% -19% -38% -42% -43% -43% 

Net cash (debt) / mkt cap -10% -16% -14% -23% -44% -48% -51% -51% 

Net cash (debt) / capital -12% -12% -10% -16% -27% -29% -30% -30% 

         

Coverage Ratios         

Interest coverage [EBIT] 72.7 42.8 80.6 28.3 3.7 6.4 7.1 8.0 

Interest coverage [Opt. CF] 88.7 62.5 97.6 34.7 10.9 7.4 9.5 10.8 

         

Earnings Quality Ratios         

Net operating assets/liab [NOA] 2021 1980 2029 2124 2411 2494 2542 2587 

Average NOA 1990 2000 2004 2076 2267 2453 2518 2564 

B/S accrual ratio 0.03 -0.02 0.02 0.05 0.13 0.03 0.02 0.02 

CF accurual ratio 0.04 0.01 0.03 0.03 0.12 0.03 0.02 0.01 

         

Enterprise Value Calculation CY 2015 CY 2016 Current      

Market Cap. 2,374 3,108          1,471.9       

+ Minority Interest 40 40 23.8      

+Total Debt (ST & LT Debt) 267 267 690      

- Cash & Equivalents 34 34 39.8      

Enterprise Value 2,647 3,381 2,146      
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DCF model 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 

(in $ million)                           

EBIT 114 189 158 274 158 85 143 163 185 194 203 212 219 

% growth -31% 67% -16% 73% -42% -46% 68% 14% 13% 4% 5% 4% 4% 

                            

Taxes @ -103.0% 9.0% 17.2% 5.0% 15.0% 14.0% 14.0% 14.0% 14.0% 14.0% 14.0% 14.0% 14.0% 

                            

EBIAT 230 172 131 260 135 73 123 141 159 167 174 182 189 

% growth 52% -25% -24% 98% -48% -46% 68% 14% 5% 4% 4% 4% 4% 

                            

+ D&A 70 73 72 79 78 85 90 93 98 122 131 135 138 

- Capital expenditures -160 -149 -132 -147 -139 -151 -152 -159 -164 -161 -158 -154 -150 

- Change in net WC -67 -7 14 13 -39 126 -21 18 22 -7 -5 -5 0 

Free Cash Flow to Firm 74 89 86 205 35 133 39 93 114 120 143 158 177 

FCY y/y growth -24% 21% -4% 138% -83% 283% -71% 138% 23% 5% 19% 11% 12% 

 

 

 

Value per Share                       

      
Cost of 
capital       WACC     7.5%   

Terminal Growth 5.5% 6.5% 7.5% 8.5% 9.5%   PV of Free Cash Flow   789   

1.5%               67                51                  40                32                27    PV of Terminal Value   1,722   

1.8%               72                53                  42                33                28    Add: Net Cash   -333   

2.0%               75                55                  43                34                28    Less: Non-Controlling Interest -43   

2.3%               82                59                  45                36                29    Total Equity Value   2,136   

2.5%               87                61                  47                37                30    Shares outstanding   50.25   

              DCF value     42.5   
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Disclaimer 
Evaluate Research provides institutional equity research on global public mid-

cap companies. All information used in the publication of this report has been 

compiled from publicly available sources that are believed to be reliable; and 

we do not seek insider information for writing this report. Opinions, estimates 

and projections in this report constitute the current judgment of the analyst(s) 

as on the date of this report.  It is not guaranteed as to accuracy, nor is it a 

complete statement, of the financial products, securities, or markets referred 

to. Opinions are subject to change without notice. To the extent permitted by 

law, Evaluate does not accept any liability arising from the use of information 

in this report.   

 

This document is provided for information purposes only, and is not a 

solicitation or inducement to buy, sell, subscribe, or underwrite securities or 

units. Evaluate does not make individually tailored investment 

recommendations. Any valuation given in a research note is the theoretical 

result of a study of a range of possible outcomes, and not a forecast of a likely 

share price. The securities, issuances or investment strategies discussed in this 

report may not be suitable for all investors. Investments involve many risk and 

potential loss of capital. Past performance is not necessarily indicative of future 

results. Evaluate may publish further update notes on these 

securities/companies but has no scheduled commitment and may cease to follow 

these securities/companies as may be decided by the research management. 

 

The companies or funds covered in this research may pay us a fee in order for 

this research to be made available. Any fees are paid upfront without recourse. 

Evaluate and its analysts are free to issue any opinion on the security or 

issuance. Evaluate seeks to comply with the CFA Institute Standards as well 

as NIRI Guidelines (National Investor Relations Institute, USA) for all conduct, 

research and dissemination of research, particularly governing independence 

in issuer commissioned research. 

 

Forward-looking information or statements in this report contain information 

that is based on assumptions, forecasts and estimates of future results, and 

therefore involve known and unknown risks or uncertainties which may cause 

the actual results, performance or achievements of their subject matter to be 

materially different from the current expectations. 

 

Evaluate makes an effort to use reliable, comprehensive information, but 

makes no representation that this information is accurate or complete. 

Evaluate is under no obligation to update or keep current the information 

contained herein. The compensation of the analyst who prepares any Evaluate 

research report is determined exclusively by Evaluate’s research and senior 

management. 

 

Evaluate Research Ltd. does not conduct any investment banking, stock 

brokerage or money management business and accordingly does not itself hold 

any positions in the securities mentioned in this report. However, Evaluate’s 

directors, affiliates, and employees may have a position in any or related 

securities mentioned in this report at an appropriate time period after the 

report has already been disseminated, and in compliance with all CFA Institute 

Standards. 

 

No part of this report may be reproduced or published without the prior written 

consent from Evaluate Research Ltd. Please cite the source when quoting. 

 

Copyright 2015 Evaluate Research Limited. All rights reserved. 
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