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Blue Cap’s (B7E) first-half revenues grew strongly, driven by Knauer
(acquired in June 2018). Organic sales growth was c 4% and adjusted
EBITDA was up 8% to €6.5m. Management retained its FY19 guidance for a
slight y-o-y increase in EBIT. End-June NAV increased by €1.6m to
€119.8m, with the bulk of the uplift from coatings and plastics. Importantly,
the dispute with Blue Cap’s major shareholder (46%), PartnerFonds (PF),
seems to be resolved following the recent changes to the latter’s
management and supervisory board. At the same time, Blue Cap’s
supervisory board was extended to four members and the executive board
is planned to be broadened (supported by CEO Dr Hannspeter Schubert).
The company seems well positioned to take advantage of M&A
opportunities arising amid the broader economic slowdown.
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H119 results assisted by Knauer consolidation
We calculate Blue Cap’s H119 EPS at €1.02 after a twofold y-o-y increase (H118:
€0.35) from a low base. Group revenues grew 25% y-o-y to €102m, driven by the
consolidation of Knauer in late June 2018. Investment costs and initial depreciation
at Knauer are still weighing on profitability. Nonetheless, Blue Cap’s adjusted
EBITDA for its whole portfolio was up by 8% y-o-y to €6.5m. Net debt increased,
translating into a net debt to equity ratio of 60% vs 47% at end-FY18. However,
leverage remains at reasonable levels, in our view.

€35.3m

Business description
Blue Cap is a Munich-based industrial holding
company, investing in medium-sized manufacturing
companies with a turnover range of €20–100m.

Bull
 Proven business model and management.
 Strong finances set for boost from transformative

transactions.

FY19 guidance reiterated
Management reiterated its earlier guidance of clear growth in revenue and a slight
increase in EBIT in FY19. This is underpinned by favourable trading conditions for
portfolio companies in H119, which management expects to continue into H219,
and planned progress in restructuring measures at Gämmerler and Knauer. Blue
Cap also continues to explore M&A opportunities, especially in the context of
improving deal flow and less demanding valuations reported by German private
equity companies.

Consensus estimates

12/18
12/19e
12/20e

Bear
 Execution risk in restructuring processes.
 Valuation risk in identifying acquisitions.
 Dependence on economic conditions, mitigated

by diverse business and geographical mix.

Milosz Papst

Current Refinitiv consensus expects gradual EBITDA growth, which implies an
undemanding FY20e EV/EBITDA multiple of 6.7x. Blue Cap estimates the NAV of
its portfolio at €119.8m at end-June 2019 (or €30.10 per share), which implies a
c 43% share price discount to NAV. Blue Cap’s last dividend payment offers a
dividend yield of 3.8%.

Revenue
(€m)
141.8

opportunities.

Analyst

Valuation: Trading at a wide discount to NAV
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Financials: H119 broadly in line with budget
Blue Cap reported a significant increase in revenues in H119 to €101.8m (+25% y-o-y) and only
slightly below budget. This was driven by the first-time consolidation of Knauer (plastics technology)
from June 2018, which was only partially offset by sales ‘lost’ with the disposal of WISAP in
September 2018. Excluding consolidation effects, we calculate underlying revenue growth at 4%
year-on-year, led mainly by the coating technology and precious metals recycling businesses (see
below for a detailed discussion of segment performance). With Knauer still weighing on profitability,
the group adjusted EBITDA margin declined to 6.1% in H119 (1.2pp lower y-o-y), although overall
adjusted EBITDA improved by 8% y-o-y to €6.5m (slightly ahead of budget). Reported EBITDA
improved 44% y-o-y due to €1.1m in net one-off/irregular items (H118: -€0.8m), including in
particular a €1.2m gain on a terminated rental contract as well as the release of difference from
capital consolidation of €1.4m (vs €0.7m in H118). Adjusted EBIT of €3.6m was ahead of budget,
but below last year (€4.5m) due to increased D&A associated with a higher capitalisation ratio and
higher depreciation at Knauer.
Net debt at end June 2019 amounted to €35.3m, up 28% from end December 2018. This translated
into higher leverage ratios, with 2.9x of trailing 12-months adjusted EBITDA (FY18: 2.3x) and 60%
equity (FY18: 47%). With debt broadly flat y-o-y, Blue Cap reduced its cash position by €7.8m (to
€21.1m), which was mostly consumed by €4.5m in capital expenditure and €3.0m dividend from
FY18 profits (DPS of €0.75 per share). Nevertheless, we believe leverage could be reduced
following potential successful restructuring at Knauer, which still weighs on the ratios. We note that,
on acquisition (H118), Blue Cap’s net debt increased by €16.3m.

Exhibit 1: Analysis of revenue and profit
FY19
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H119 as % of
of FY18 FY19 consensus consensus
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Guidance:
FY19 vs FY18
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Coating technology (Neschen)
Plastics technology (Knauer)
Adhesive technology (Planatol)
Precious metals recycling (Carl Schaefer)
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em-tec
WISAP
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Adj EBITDA
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EBIT
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32.4
28.4
17.8
9.5
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5.0
5.0
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4.1

30.6
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5.5
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5.4
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6.0
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63bp
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36.2
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N/D
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Source: Blue Cap accounts, Refinitiv consensus estimates, Edison Investment Research. Note: *Edison calculations.

Blue Cap’s management confirmed its earlier guidance and still expects revenues clearly ahead of
last year (current Refinitiv consensus for FY19e is €206.5m vs €176.1m reported in FY18), largely
driven by the Knauer consolidation, as well as favourable conditions in the precious metals
recycling business (Carl Schaefer) and the production technology segment (nokra and SMB-David
in particular). Moreover, management continues to expect a slight y-o-y increase in adjusted EBIT
(Refinitiv consensus for FY19e at €9.0m vs €6.7m reported in FY18). Earnings growth should be
supported by positive restructuring effects at Gämmerler and Knauer on top of overall strong
business development. Having said that, results may be affected by expenses and one-off charges
associated with the restructuring and integration of Blue Cap’s holdings (an inherent part of the
company’s business model).
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Apart from organic growth, Blue Cap continues to explore new investment opportunities and
expects positive trends in deal flow and M&A activity. We believe this could be assisted by the
improved pricing environment and overall availability of acquisition targets. This seems to be
confirmed by the results of the Q119 edition of the survey conducted by the German development
bank, KfW, which indicates an improved level of comfort in the private equity industry with respect
to entry prices and deal flow.

Segment performance
Blue Cap focuses on industrial companies in the DACH region (in particular, chemical companies
active in the coating, adhesives and plastics sectors), with 57% of revenues coming from Germany
(H118: 50%). The company’s current portfolio includes eight businesses, with the newest
investment (June 2018) being the plastic packaging producer Knauer-Uniplast.

Exhibit 2: H119 segmental split
€m
Coating technology (Neschen)
Adhesives (Planatol)
Plastics (Knauer)
Production
Medical
Precious metals (Carl Schaefer)
Other
Total

NAV
61.7
15.6
11.1
16.2
11.8
3.4
119.8

Change ytd
1.0%
-0.6%
3.7%
1.9%
1.7%
6.3%
1.4%

Revenues
32.4
17.8
28.4
8.7
5.0
9.5
0.1
101.8

Change y-o-y
6%
-5%
196%
-19%
-10%
50%
122%
25%

Source: Blue Cap accounts, Edison Investment Research

The coating technology business, carried out by Neschen, remains the largest contributor to Blue
Cap’s revenues and portfolio value. In H119, it delivered a decent increase in revenues by 6% y-o-y
to €32.4m (32% of group revenue), on the back of stronger order intake from the industrial coating
business. Neschen is proceeding with the capacity increase and is convinced there is further room
for productivity improvement. Furthermore, after implementing a new group-level customer
relationship management (CRM) system, it is currently preparing the launch of a unified website as
a platform for new e-commerce functionalities. Neschen acquired Netra (renamed Filmolux Swiss)
in H119, which had been a business partner for 30 years. As this was consolidated for only one
month in H119, its impact on revenues was limited. Blue Cap confirmed its 2019 guidance for the
segment, with a sales increase on the back of favourable market conditions in industrial coatings.
However, EBIT is expected to decline slightly, reflecting expansion costs at the main site and
digitalisation-related costs.
Production technology segment revenues declined 19% y-o-y to €8.7m in H119 (9% of Blue Cap
revenue). The decline was from a high base, as a large contract realised by Gämmerler in 2017
was recognized in revenues in early 2018. Meanwhile, both SMB-David and nokra were able to
increase sales versus last year and the segment overall is expected to deliver higher turnover and
earnings in FY19 compared to last year.
The adhesives segment (Planatol System) delivered €17.8m in revenues in H119. This represents
a 5% y-o-y sales decrease caused by timing the order intake. An improvement programme was
introduced to realise cost savings and enhance efficiency in adhesive application systems, with the
first positive effects expected in H219. Following changes made to the ERP software and the
introduction of a new head of sales, the focus here is on further expansion. Blue Cap reiterated its
expectations of a slight y-o-y EBIT decline in FY19.
Organic sales in the medical technology segment grew by a healthy 18% y-o-y to €5.0m, while
overall revenues declined 10% due to the disposal of WISAP in September 2018. Em-tec (now the
only company in the segment) has benefited from favourable progress in its sensor business and
positive customer response to the newly introduced multichannel platform. The company started to
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expand capacity (including a new R&D centre) last year and expects to complete the investment in
2020.
The plastics technology segment comprises Knauer-Uniplast, first consolidated in June 2018. The
company delivered €28.4m in revenue in H119, but still reports an EBIT loss (which management
also expects for FY19). Knauer provides plastic packaging for the fast-moving consumer goods
(FMCG) industry, with around 25% market share in the DACH region. The restructuring measures
incorporated by Blue Cap include capacity concentration at the main production site (closing the
site in Bad Laasphe), as well as realignment of the technology, R&D and production areas. Blue
Cap plans to tighten its cost structure through, eg better materials sourcing. After the balance sheet
date, Blue Cap announced the takeover of friedola TECH, a global manufacturer of plastic products
mainly for the packaging and automotive sectors with €55m of revenue in 2018. The transaction
price was in the low double-digit million euros. Blue Cap expects synergy effects with Knauer in the
areas of material procurement, development and recycling.
Carl Schaefer (precious metals recycling) delivered a strong 50% y-o-y sales increase in H119 to
€9.5m, supported by both the higher gold price and rising purchase volumes. Blue Cap expanded
the company’s distribution activities and will focus on the intensification of precious metals
purchase, which should deliver healthy earnings growth in FY19. Despite the steady growth in NAV
(+6.3% ytd to €3.4m), the segment still makes up only 3% of the whole portfolio.

Shareholder dispute coming to an end
After a rather bumpy start to the co-operation with new major shareholder (45.6% stake)
PartnerFonds (described in our previous note), the situation seems to have improved recently. This
is the result of a complete reconstruction of PartnerFonds’ supervisory board to include Evoco and
Dr Hannspeter Schubert’s (Blue Cap’s CEO via Southern Blue Beteiligungsgesellschaft)
representatives, as well as the departure of its CEO Oliver Kolbe (who was the sole management
board member).
The expansion of Blue Cap’s supervisory board to four members was agreed at the last AGM in
June 2019, supported by Blue Cap’s CEO, Dr Hannspeter Schubert. Two board members remain
unchanged, one of Evoco’s founding partners (Michel Galeazzi), as well as an independent
corporate governance expert (Professor Dr Grenz) will join Blue Cap’s supervisory board. Moreover
Blue Cap’s supervisory board plans to extend the executive board to three members (currently one)
to align the company’s structure to the next development stage.

Valuation
Blue Cap’s NAV at end-June 2019 reached €119.8m, c €30.10 on a per-share basis, marginally
ahead (by €1.6m) of €118.2m at end 2018. Of the €1.6m increase, the two largest contributors were
coating technology (+€0.6m) and acquisition-derived plastics (+€0.4m). The current share price
trades at a c 35% discount to the end-June NAV per share. The company values its portfolio based
on in-house discounted cash flow models and excludes any value associated with non-operating
assets and liabilities at holding level and those in its real estate business. Including these assets,
the NAV valuation would be higher. Based on current Refinitiv consensus, Blue Cap’s shares trade
at a relatively undemanding FY20e EV/EBITDA ratio of 6.7x. The company has a short history of
dividend payments, introducing a dividend policy after the successful disposal of Biolink in 2017. It
recently paid a dividend from FY18 profits of €0.75 per share (vs €1.00 from FY17 profits). This
offers a 3.8% yield on current share price.
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General disclaimer and copyright
Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Börse AG or the Frankfurter Wertpapierbörse. Any investment decision should be solely based on a
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Börse AG and prepared
and issued by Edison for publication globally.
Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash
without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock,
options or warrants for any of our services.
Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.
No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.
Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.
Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (“FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Australia
Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

New Zealand
The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

United Kingdom
This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.
This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.
This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

United States
The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a
bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison
does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security,
or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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