Alcadon Group — SEB Corporate Research

Valuation summary

Mid-point DCF value (SEK) 30.00
Share price (SEK) 22.60
2021EEV/EBIT, adj. (x) 9.3
2021EEV/EBIT, adj. & excl.IFRS16 debt (x) 8.9
2021E adj. PER at current share price (x) 111
2020E DPS (2021 payout) 0.50
Low High  Mid-point
DCF valuation range (SEK) 26.00 34.00 30.00
Equity potential (%) 15 50 33
2021E adj. EV/EBIT at mid-point DCF value (x) 101 128 115
2020E DPS yield (%) 22 22 22
Total return potential 17 53 35
Capitalization (SEKm) 2018 2019 2020E 2021E 2022E
No of shares (m) 16.9 16.9 16.9 16.9 16.9
Share price (SEK) 22.60 22.60 22.60 22.60 22.60
Market cap 381 381 381 381 381
Net debt/(cash), as reported 118 127 100 73 45
EV, asreported 499 508 481 454 426
Net debt/(cash) excl. IFRS16 debt 118 109 83 56 27
EV excl. IFRS16 debt 499 491 464 437 408
Valuation (x) 2018 2019 2020E 2021E 2022E
EV/Sales 092 105 0.97 0.88 0.78
EV/Sales (excl.IFRS16) 092 101 0.94 0.84 0.75
EV/EBITA, ad;. 8.6 155 11.7 9.2 7.8
EV/EBITA, adj. (excl.IFRS16) 8.6 150 11.2 8.9 7.5
EV/EBIT, adj. (excl. IFRS16) 8.6 151 11.3 8.9 7.5
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Consolidated P&L (SEKm)

Netsales

Cost of goods sold

Gross profit

SG&A total (excl. D&A)
EBITDA

Depr. of fixed assets
Depr.of ROU asset (IFRS16)
EBITA

Amortization

Impairments

Total D&A

EBIT

o/w: total NRIs

Adj. EBIT

Associates

Net financials (incl. assoc.income)
Pre-tax profit

Minorities

Tax paid on pretax profit
Paid tax rate, %

Tax deferred

Fulltax rate, %
Reported after tax profit

Total adjustments
Tax effect of adjustments (included in taxes)
Adjusted profit after tax

Adjustments
Cash NRIs
Non-cash NRIs
Total NRIs

EPS, reported
EPS, adi.

Adj. EBITDA
Adj. EBITA
Adj. EBIT

No of shares, avg., f.dil, adj. (m)

Segment sales (SEKm)

Net sales

Commercial Properties
Fiber Networks/FTTx
Residential

Services & Training
Other

Group netsales

Sales growth (%)
Commercial Properties
Fiber Networks/FTTx
Residential

Services & Training
Sales growth (%)

Sales contributions (%)
Commercial Properties
Fiber Networks/FTTx
Residential

Services & Training
Other

Total sales contributions
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ccy Share Mkt cap EV/Sales (x) EV/[EBIT (x) Abs. performance (%) 2021EEPS
Telecom/Tech & Services price price (EURm) 2020E 2021E 2022E 2020E 2021E 2022E -iM -3M -12M  rev.-12M (%)
Network Industry & Installation peers
ADVA Optical Networking SE EUR 7.42 376 0.74 0.70 0.64 222 16.6 132 237 27.7 191 (19.5)
Applied Optoelectronics Inc usb 15.80 305 1.69 1.34 121 na. 579 14.6 417 295 548 (80.3)
Atea ASA NOK 105.20 1,092 0.32 0.31 0.30 15.7 118 10.0 9.1 17.3 (61) (24.8)
Bravida SEK 100.90 1974 1.01 1.01 097 165 16.2 153 13.2 246 268 9.6
Caverion EUR 6.19 840 0.44 0.41 037 169 11.7 98 21 16.8 75 (0.3)
CommScope Holding Company Inc usb 11.02 1839 1.46 1.43 1.39 12.8 10.7 109 382 (0.0) (14.6) (41.4)
Eltel AB SEK 20.30 311 0.48 0.48 047 15.2 16.8 135 (3.3) (3.8) (9.0) 111
Enea SEK 180.60 379 416 3.69 342 174 143 12.6 11 348 19.2 (2.3)
Ericsson SEK 101.55 32,581 143 142 137 15.6 159 129 147 23.4 242 (57)
Furukawa Electric Co Ltd JPY  2,350.00 1,330 045 042 040 na. na. na. (11.3) 205 (3.0) (34.0)
Garo AB SEK 414.00 404 417 3.62 315 42.4 326 27.7 113 243 355 (14.2)
Hexatronic Group AB SEK 59.90 220 1.40 119 1.01 210 141 109 159 45.7 245 (13.4)
HMS Networks AB SEK 211.00 958 724 6.24 na. 40.6 325 na. 214 312 35.6 (265)
Instalco SEK 168.80 827 132 122 1.08 163 154 13.0 92 298 93.6 522
JM SEK 26220 1771 1.48 153 159 13.6 15.6 15.8 17.1 51.4 111 (10.4)
Lagercrantz Group AB SEK 174.80 1124 274 2.49 236 237 200 188 158 343 46.4 (13.7)
LeoniAG EUR 724 238 0.35 0.32 031 na. 240 135 00 15.6 (36.3) (99.1)
Nexans SA EUR 46.50 2028 0.39 0.38 037 12.7 8.7 7.4 8.4 290 64.3 (4.6)
NKTA/S DKK 187.50 818 0.80 0.68 058 na. na. 222 284 235 1138 (120.8)
Nokia EUR 4.20 23,675 0.95 0.94 092 101 8.6 7.7 5.1 272 (10.6) (23.4)
Prysmian SpA EUR 2220 5953 0.84 0.79 075 178 135 11.9 22 275 18.7 (28.0)
Rexel SA EUR 10.58 3245 0.48 0.45 0.44 17.4 110 9.6 (2.0) 247 17.0 (26.4)
Solar DKK 27050 265 0.24 0.24 0.22 118 10.4 8.4 32 7.6 (6.9) (30.6)
UbiquitiInc usb 19198 10373 9.01 9.30 na. 250 244 na. 9.1 19.9 614 (11.1)
Wesco International Inc usb 4242 1,800 0.28 0.20 0.20 8.4 48 43 276 61.4 (7.4) (26.7)
Network Industry & Installation services, avg 1.75 1.63 1.02 18.7 17.7 129 121 25.8 23.2 (23.4)
Network Industry & Installation services, med 0.95 0.94 0.75 16.5 15.4 12.7 9.2 247 19.1 (19.5)
Alcadon Group SEK 23.20 38 0.99 0.90 0.80 120 95 8.0 115 410 0.0 0.0
Discount/(Premium) to peers, avg (%/pp) 433 45.1 221 36.1 465 383 05 (15.3) 232 (23.4)
Discount/(Premium) to peers, med (%/pp) (47) 4.5 (5.6) 276 383 375 (2.4) (16.3) 191 (19.5)
Source: SEB, ThomsonReuters
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DCF valuation (SEKm)

Weighted average cost of capital (%)

NPV of FCF in explicit forecast period 293 Risk free interest rate 25
NPV of continuing value 312 Risk premium 55
Value of operation 605 Cost of equity 8.0
Net debt 100 After tax cost of debt 5.0
Share issue/buy-back in forecast period
Value of associated companies WACC 7.5
Value of minority shareholders' equity
Value of marketable assets - Assumptions
DCF value of equity 505 Number of forecast years 10
DCF value per share (SEK) 30.00 EBIT margin - steady state (%) 8.1
Current share price (SEK) 23.20 EBIT multiple - steady state (x) 10.5
DCF performance potential (%) 29 Continuing value (% of NPV) 51.6
Cost of equity (%)
7.0 75 8.0 8.5 9.0
63 45.0 421 39.6 37.3 35.2
Equity capital 73 391 36.5 34.2 321 30.3
weight (%) 83 34.4 321 30.0 281 26.4
93 30.6 285 26.5 248 233
100 285 26.4 246 23.0 215
Absolute change in EBITDA margin - all years
2% -1% 0 +1% +2%
2% 204 23.6 26.9 30.1 334
Abs. change in -1% 21.5 249 28.4 318 352
sales growth - 0 227 26.3 30.0 336 372
all years +1% 23.9 27.8 31.6 355 39.3
+2% 253 29.3 334 374 415
Historical three acquisitions combined, 2017-2018 (SEKm)
Annual sales 278.2
EBIT 225
EBIT % 8.1
EV paid 152.6
EV/EBIT paid (x) 6.8
What if: estimating acquisition value potential in Alcadon Group 2021E
Assumed EV/EBIT multiples on acquisitions (x) 7.0
Cash spent on acquisitions (SEKm) 70
Acquired EBIT (SEKm) 10
Acquired EBITDA (SEKm) 13
Financing cost @ 3.5% (SEKm) (2)
Increased pre-tax profit (SEKm) 8
Increased netincome @ 22% tax rate (SEKm) 6
No of shares (m) 16.9
Increased EPS (SEK) 0.35
Netw ork Infrastructure peer group PER 2021E, median (x) 15.0
Assumed PER post-20% discount to peer group median (x) 12.0
Value increase per share @ peer median PER post-20% discount (SEK) 4.00



