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 Fact 

Chargeurs posted excellent 2016 earnings as perfectly described in the following 
table. The confidence-inspiring item and real piece of news is the €0.55 dividend, 
an 83% increase on 2015 and way above our own €0.36 expectation.

 

 Analysis 

While management had indicated that the 2016 earnings would be strong with 
more than €38m expected at the recurring operating level, the divisional 
breakdown is a surprise to the extent that the star business, Protective Films, has 
achieved even higher margins than expected. Where we anticipated that 10.4% 
would be a stretch, the division managed 11.2% operating margins. That was a … 

2018 target in our models.

Other divisions posted operating margins closer to expectations which is not to say 
that these are not impressive achievements compared to the previous year.

The underlying forces at work by business have been amply stated in previous 
quarterly comments; they are not changed. What strikes in the FY2016 release is 
the overall sentiment that the new management has indeed not only provided a 
new impetus to growth but also worked hard on making this impetus a sustainable 
one. This encompasses strict cash first management but with a reinvestment in the 
growth mindset, new managers as heads of businesses, beefed-up central 

functions for acquired growth, plenty of dry powder in terms of cheap excess 
financing, and a strict focus on exploiting the hidden resources of existing 
businesses.

This last point is intriguing. The rather let down “Interlining” business has been 
reinvented as “Fashion Technologies” which could have been a piece of neat 

marketing but happens to be entirely matched by a shift towards demanding, high 
quality apparel makers such as fast fashion. Fashion Technologies presumably 
had the know-how to go down that route but it is clear that the new CEO of 
Chargeurs has been central to providing the business with the right level of 
support to think in growth terms.

The ex “Wool” business has been rechristened “Luxury Materials”. This is 
presumably with similar ambitions to extract more from the decades-old knowledge 
of the value chain of the wool industry by focusing more on this division’s ability to 
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deliver quality across the board.

This constructive view of the existing businesses is a strong signal that the new 
management is not here for a fast buck by rotating assets.

2016 earnings below the operating line
Compared to expectations, 2016 earnings show higher net financial costs, 

presumably an impact of the €70m or so excess funding that has to be paid for. 
The tax bill is in line with expectations but, as a reminder, is rather difficult to 
forecast as Chargeurs is sitting on phenomenal tax loss carry forwards but these 
can only be activated against French profits. The French business (which is only 
a weak proxy for French profits) only accounts for 7% of revenues incidentally.

Free cash flow generation at €20m is on a par with last year’s which is a reflection 
of the very competent management of working capital. The net cash position, 
however, contracts by €20m to €3m as a result of an interim dividend and the 
acquisition of Main Tape in the US (consideration not quoted). The €8m interim 
dividend bites into shareholders’ funds but does not change the overall picture.

Then what next?
The surge in Protective Film margins is a combination of robust management of 
costs, volume gains as a reflection of stronger macro growth, and the first benefits 
of locating in the US manufacturing sites the supply of US clients. More has yet to 

be booked as the Main Tape’s operational performance converges with 
Chargeurs’ existing Protective Films operations. It may be tricky though to expect 
a quantum jump from the current levels. In other words, we currently feel inclined 
to be cautious with 2017 and 2018 margins up until another acquisition possibly 
changes the game. 

 Impact 

Our EPS need to be tweaked upward, albeit not in a way that will bring a 

significant uptick. This is not expected per se to have a material impact on 
valuations. The bigger question-mark relates to the valuation. This is currently built 
on the assessment of Chargeurs as a holding company with 55% of the valuation 
determined by its NAV. The value apportioned to the individual operating 
companies has always been very cautious. This may need to be uprated as it is 

confirmed that more can be extracted from these assets. Conversely, should 
Chargeurs be regarded as a diversified industrial group, i.e. as more as a DCF-
based assessment, it would look fully priced. Work in progress.



 

Sales by Geography Valuation Summary 

Benchmarks Value Weight 

NAV/SOTP per share € 21.7 55% 

Dividend Yield € 19.6 20% 

DCF € 18.1 10% 

P/E € 29.4 10% 

P/Book € 15.1 5% 

TARGET PRICE € 21.3 100% 

NAV/SOTP Calculation

Largest comparables 

 Akzo Nobel 
 Solvay 
 Wendel 
 Bolloré 
 GBL 
 Sonae 
 Hal Trust 
 Eurazeo 

    12/15A 12/16E 12/17E 

Sales €M 499 506 533 

Change in sales % 4.33 1.48 5.23 

Change in staff costs % 8.79 6.10 4.14 

EBITDA €M 40.4 48.8 55.1 

EBITDA(R) margin % 8.10 9.64 10.3 

Depreciation €M -9.70 -9.90 -10.0 

Underlying operating profit €M 30.6 38.9 45.1 

Operating profit (EBIT) €M 24.0 33.9 44.1 

Net financial expense €M -5.30 -2.00 -4.10 

  of which related to pensions €M -0.30 -0.12 -0.24 

Exceptional items & other €M 

Corporate tax €M 7.50 -4.58 -7.09 

Equity associates €M -10.7 -1.80 0.50 

Minority interests €M -0.20 -0.20 -0.20 

Adjusted attributable net profit €M 15.3 25.3 33.2 

NOPAT €M 10.9 24.9 32.2 

EBITDA €M 40.4 48.8 55.1 

Change in WCR €M 8.00 1.10 3.00 

Actual div. received from equity holdi... €M 0.30 0.30 0.50 

Paid taxes €M -5.90 -4.58 -7.09 

Exceptional items €M 0.00 0.00 

Other operating cash flows €M -11.0 -5.00 -5.00 

Total operating cash flows €M 31.8 40.6 46.5 

Capital expenditure €M -12.9 -10.9 -13.0 

Total investment flows €M -12.9 -13.9 -16.0 

Net interest expense €M -5.30 -2.00 -4.10 

Dividends (parent company) €M -3.20 -11.5 -13.8 

Dividends to minorities interests €M 0.00 0.00 0.00 

New shareholders' equity €M 0.00 0.00 0.00 

Total financial flows €M -5.50 -26.2 -5.66 

Change in cash position €M 11.4 -20.1 24.8 

Free cash flow (pre div.) €M 13.6 27.7 29.4 

No. of shares net of treas. stock (year... Mio 23.0 23.0 23.0 

Number of diluted shares (average) Mio 23.0 23.0 23.0 

Benchmark EPS € 0.69 1.10 1.45 

Restated NAV per share € 

Net dividend per share € 0.30 0.55 0.60 

Consolidated P&L Accounts 

Cashflow Statement 

Per Share Data 

    12/15A 12/16E 12/17E 

Goodwill €M 76.7 90.1 90.1 

Total intangible €M 78.5 92.1 92.1 

Tangible fixed assets €M 55.9 61.8 66.0 

Financial fixed assets €M 18.1 15.0 18.0 

WCR €M 16.1 15.0 12.0 

Other assets €M 24.9 30.0 30.0 

Total assets (net of short term liab.) €M 196 225 230 

Ordinary shareholders' equity €M 219 227 238 

Quasi Equity & Preferred €M 

Minority interests €M 3.10 5.00 5.00 

Provisions for pensions €M 14.6 16.2 16.1 

Other provisions for risks and liabilities €M 0.70 1.00 1.00 

Total provisions for risks and liabilities €M 15.3 17.2 17.1 

Tax liabilities €M -27.1 -25.0 -23.0 

Other liabilities €M 8.80 9.00 10.0 

Net debt (cash) €M -23.3 -7.84 -17.7 

Total liab. and shareholders' equity €M 196 225 230 

Capital employed after depreciation €M 173 188 188 

  ROE (after tax) % 7.41 11.3 14.3 

  ROCE % 6.33 13.2 17.1 

  Gearing (at book value) % -7.43 -6.86 -5.35 

  Adj. Net debt/EBITDA(R) x -0.48 -0.08 -0.32 

  Interest cover (x) x 6.12 20.6 11.7 

Reference P/E (benchmark) x 9.61 9.68 14.2 

Free cash flow yield % 8.88 11.3 6.24 

P/Book x 0.70 1.08 1.98 

Dividend yield % 4.50 5.15 2.92 

   Market cap €M 153 245 471 

+ Provisions €M 15.3 17.2 17.1 

+ Unrecognised acturial losses/(gains) €M 0.00 0.00 0.00 

+ Net debt at year end €M -23.3 -7.84 -17.7 

+ Leases debt equivalent €M 4.00 4.00 0.01 

- Financial fixed assets (fair value) €M 16.0 16.0 16.0 

+ Minority interests (fair value) €M 3.10 4.00 4.00 

= EV €M 136 247 459 

EV/EBITDA(R) x 3.37 5.05 8.33 

EV/Sales x 0.27 0.49 0.86 

Balance Sheet 

Capital Employed 

Profits & Risks Ratios 

Valuation Ratios 

EV Calculation 
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