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Key Takeaway

Near-term focus is on truck IPOs, but we sense a major shift in OEM strategic
thinking, away from 'big' towards smaller entities. In this note, we review the
potential IPO or spin-off of Aston Martin, Volvo Cars, Porsche, Alfa-Maserati
and of course trucks. Together, these account for €100bn+ of value and could
add €65bn of value through the potential re-rating of parents. For now, we see
better returns from undoing old business models than creating new ones.

Too big to succeed in a world where size matters less and focus more. For decades,
conventional thinking has been that OEMs had to be big to survive, not just prosper. Reality
has been different, with large entities often struggling with size, including the '10m unit
curse' where things tend to go wrong (GM, Toyota, VW, who next?). In the same vein, Ferrari
could not stand alone and Porsche had to get bigger and dilute its CO2 footprint. We see
growing evidence that (1) smaller entities may be better positioned to grow well-defined
brands and comply with emissions regulation through mix/price and (2) large OEMs will
come under increasing pressure to 'choose their battles' and reduce duplication and cross-
subsidies as they transition and reallocate capital to new business models.

Growing list of opportunities with a combined value of €100bn.

1. Truck IPOs upon us. The long hoped separation of trucks looks set to happen
at last, with IPOs apparently the preferred route. We value Daimler Truck & Bus at
€34bn and Scania-MAN at €16bn. Any separation should be positive for valuation
but we could see wide variations depending on how much of a stake parents retain
or where proceeds go: trucks, cars, shared mobility or dividends?

2. Likely auto IPOs. Volvo Cars and Aston Martin are looking increasingly fit for
public listing and management at both have commented on the possibility. Peer-
based multiples imply an EV as high as €5bn for Aston Martin but reaching them
will require a convincing plan for a business that holds high promise but only
turned profitable last quarter. An IPO may be only one of many options for Volvo
Cars considering its ownership structure, Geely's multiples and possible funding
needs for Zhejiang Geely. Valuation options are wide, from €6bn to €21bn.

3. Logical auto spin-offs. Separating Alfa-Maserati is almost a given at some
point, in our view, given FCA's track-record. Building a solid business will take
several years but is worth it if we are right about an EV of up to €6bn. The case
for an independent Porsche is clear and will be a test of Porsche SE's interest in
emulating Exor by taking an active role in shareholder value. We estimate a value
range of €40-50bn.

Who will 'shrink' what next? Consolidation remains a theme but transitioning the
industry to new business models will likely trigger bold decisions as GM has shown already.
We think the industry will increasingly question traditional pillars such as the future of
brands, the value of fincos and the breadth of product ranges.

How to invest within our coverage? We know how often SOP investment cases have
disappointed and how such opportunities only work when earnings are improving. FCA
(Buy, €20/$24) remains a preferred stock on near- and mid-term corporate change (Magneti-
Marelli and Alfa-Maserati), as well as earnings. We keep a Hold rating on VW (PT €180):
on its own the truck angle does not give enough upside while an independent Porsche
is a longer-dated theme dependent on governance change at Porsche SE (Hold, PT €75).
We keep Daimler at Underperform: the truck discount is attractive but potential IPO terms,
including reallocation of proceeds to fund investment in cars and mobility, and earnings
pressure keep us generally cautious on capital allocation at Daimler.

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 29 to 33 of this report.
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Unrealised value coming to the market? 
We estimate there is more than €100bn of latent equity value in auto OEMs from potential 

IPOs and spin-offs, in addition to €65bn of incremental value from the re-rating of former 

parents on improved focus and capital allocation. This is based on current sector 

multiples and assumes that stub EV multiples remain constant post separation. We are 

convinced that the days of large multi-brand OEMs are numbered as they come under 

pressure to reallocate capital towards new business models and technologies. In this note, 

we review a number of opportunities for smaller OEMs or units to thrive independently, 

their potential value and how a transaction could re-rate former parents’ multiples.  

Most of these opportunities are known and have been acknowledged by companies’ 

management (see Table 2), but share prices mostly tell us that markets either assign low 

probability or, with some justification, have significant concerns about deal structure and 

the resulting impact on valuation. 

It is relatively simple to estimate potential value of IPOs and spin-offs by looking at peer 

multiples. How separating business that arguably carry higher multiples affects the 

multiples of the core/stub is more difficult. We tend to believe multiples reflect lowest 

common denominators and that cores will trade mainly on the same multiple as before 

separation unless there is a meaningful change in leverage.  

 

Table 1: Valuation of potential IPOs/spin-offs and core re-rating – Details in company sections 
Likely Auto IPOs Equity value range  EV range     Assumptions 

Aston Martin, £m 1,850-3,650  2,600-4,400 EV on 2.8-5.5x sales (Ferrari); adjusted for net liquidity and pension 

Volvo Cars, €m 7,600-22,000  6,400-21,000 EV on BMW and Geely Auto multiples, adjusted for net liquidity, pension and JV 
Logical Auto 

spin-offs, €m 

Group 

mkt cap 

Separated entities 

equity value* 

Stub equity 

value 

Implied 

Stub EV 

Implied 

EV/Sales 

Implied 

EV/EBIT 

Normalized 

stub EV 

Incremental 

EV 

Assumptions 

VW 

78,858 64,705 14,153 22,732 16.1% 2.33 52,565 29,832 

“Normalized” stub calculated on 

constant VW EV multiple 

  Porsche  49,753       On 1/2 of Ferrari multiples 

  Scania + MAN  14,952       On Volvo Truck multiples 

Daimler 

72,361 32,150 40,212 33,352 29.8% 3.63 55,268 21,916 

“Normalized” stub calculated on 

constant Daimler EV multiple  

  DAI T + B  32,150       On Volvo Truck multiples 

FCA 

26,603 9,039 17,564 21,242 21.5% 2.84 34,318 13,076 

“Normalized” stub calculated on 

constant FCA EV multiple 

  Maserati + Alfa  5,865       Avg of 0.7x EV/sales and 8x EV/EBIT 

  Components  3,174       On 1/2 of Faurecia multiples 
* separated businesses in italics       

Source: Jefferies estimates, company data 

 

Likely auto IPOs 
We view these are likely in coming months. IPOs are not essential to their future, in our 

opinion, and therefore dependent on the multiples markets would be willing to pay.  

Aston Martin – Huge equity leverage 

Aston Martin has started to screen as a viable stand-alone OEM. The EBIT margin turned 

positive in Q4 on cash R&D basis and key indicators, from gross margin to revenue 

growth, suggest sharp operating leverage ahead. An IPO in 2018 may require raising 

capital to jump-start deleveraging (YE 2017 net debt to reported EBITDA 3.2x), although 

Ferrari has also shown that high-return OEMs do not need to maintain positive net 

liquidity. Achieving Ferrari-like multiples is optimistic unless Aston Martin can 

demonstrate similar exclusivity and potential for outsize ROIC and cash conversion. 

Applying 50%-100% of Ferrari’s EV/sales multiple on trailing revenue suggests an EV of 

£2.6-4.4bn (€2.9-4.9bn). 

 

£2.6-4.4bn EV using discount to full 

Ferrari multiples 

We estimate there is more €100bn of 

latent equity value in auto OEMs and 

potential for €65bn of re-rating value 
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Volvo Cars – Contrarian owner with multiple options  

Volvo Cars has gone through a clever ‘reinvention’ with high exposure to SUVs (50% of 

volume), an ambitious electrification strategy and creative ways to secure scale (Geely 

Auto) and ownership experiments (AV, Lynk&Co, Rental only). Margins have yet to match 

premium peers but cash generation should accelerate post capex peak (CMA). The extent 

of ambitions of controlling shareholders Zhejiang Geely and its chairman, Li Shufu, are 

unclear (stakes in Volvo AB and Daimler, the latter held separately from Zhejiang Geely), 

except that these cannot be funded organically, in our view. Multiples from BMW and 

Geely Auto yield EVs in a very wide of €6.4-21bn range, which argues for a transaction in 

Asia. To what extent decisions regarding Volvo Cars may be affected by the investment in 

Daimler is unclear.   

 

Logical auto spin-offs 
We view these as the biggest sources of valuation upside, including from re-rating of 

parent cores on improved focus and capital allocation. Both opportunities are longer-

dated and obviously binary. 

Porsche et al – ‘Green’ luxury powerhouse 

There is no reason to keep Porsche-Lamborghini-Bentley part of VW, in our view. The 

brands’ price point makes emissions compliance through electrification ‘easier’, 

potentially profitable before other OEMs and, in some cases, could enhance brand value. 

A zero-emission Porsche business would barely reduce VW’s CO2 footprint. Applying half 

the Ferrari multiples to an enlarged Porsche-Lamborghini-Bentley group yields equity 

value in a €40-70bn range, or 50%-80% of VW Group. A spin-off would duplicate 

shareholding and governance, with benefits to equity and limited or no downside to 

other stakeholders in a business that is largely run independently within VW. A spin-off 

would be a test of Porsche SE’s controlling shareholders to assert their position of 

‘controlling’ rather than passive shareholder and possibly follow a path taken by Exor Spa 

with success. We also see scope to re-leverage through a special dividend, with a transfer 

of €6-7bn to VW taking net debt to a very manageable 0.5x EBITDA given the business’s 

ability to generate high earnings and cash conversion.  

Maserati and Alfa Romeo – Aspirational Porsche 

The case for an independent Maserati and Alfa-Romeo remains distant, in our view, but is 

also the least controversial given FCA and Exor’s track-record. We expect the next FCA 

strategic plan will include an ambitious build-up of the Maserati and Alfa brands, with the 

latter trading volume targets for mix and positioning the new unit to compete with the 

mid/upper end of BMW or Audi for Alfa and the upper end of Porsche for Maserati. 

Assuming the combined brands can deliver margins of 10%-11% on €15-16bn of revenue 

by 2021-22 would yield an EV present value in a range of €6.5-7.0bn assuming 0.5x 

EV/sales and 5x EBIT and up to €13bn on 1x revenue and 10x EBIT. 

 

Trucks – How, why and when, but no longer if 
Long hoped for in equity markets, the return of a listed European truck sector is upon us. 

How these separations are structured and proceeds are allocated (trucks, cars, mobility, 

batteries, shareholders?) could materially impact valuation. 

Daimler Truck & Bus (DTB) 

We value an independent combination of DTB at c.€32bn, using Volvo AB multiples, or 

c.45% of Daimler’s current market value. DTB is twice the size of Volvo in terms of units 

and its regional exposure is relatively close. One-third volume exposure to medium-duty 

may keep margins structurally lower than peers but global powertrain integration is well 

advanced and DTB is at the leading edge of electrification, particularly in trucks.   Daimler 

management has repeatedly stated a complete separation was not on the cards, 

suggesting the IPO of a minority stake may be as far as management is willing to go, at 

Wide range of EVs, €6.4-21bn, 

reflects options ranging from BMW 

to Geely Auto  

With an estimated median valuation 

of €50bn, when will Porsche SE 

controlling shareholders decide to 

get active? 
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least initially. We remain concerned that deal structure and use of potential proceeds 

(dividends, investment in lower multiple auto business) could materially impact valuation 

with the value of the truck stake partly discounted in parent company multiples.  

Scania-MAN 

We value the combination of MAN and Scania at €15bn, equal to 20% of VW’s market 

value. Divesting trucks carries more logic than the initial investment ever had, in our view. 

Management deserves credit for setting limits to the pursuit of synergies to protect 

separate pricing for the two brands. We see logic in raising capital at truck level to fund 

the likely purchase of Navistar (NAV, Buy) and preserve resources earmarked for future 

needs of the VW group car business. As with Daimler, we believe a spin-off would better 

ensure re-rating of the car side of the business. 

 

Table 2: Various corporate comments about IPOs/spin-offs 

Company Date Comment Source 

Aston 

Martin 

26-Feb-

18 

CFO comment - “As part of our ongoing development strategy, we continue to consider a range of strategic options 

for the future of the Group, including the potential for an IPO” 

Company 

website 

Volvo Cars 20-Jan-

17 

CEO comment - “A stock market listing is an option”. Adding that there are no current plans for such a move and 

that it would be up to parent company Geely Holding to decide. 

Reuters 

VW 6-Mar-

18 

CEO comment - "Volkswagen intends to change the legal structure of its trucks business this month as a first step 

towards an initial public offering (IPO) of the division." 

Reuters 

VW 6-Sept-

17 

Truck CEO commented a full merger with Navistar is possible once a technology & procurement alliance is in 

place 

Automotive 

News 

Daimler 16-Oct-

17 

Press release - "the divisions Mercedes-Benz Cars & Vans as well as DaimlerTrucks & Buses may be transferred into 

two legally independent entities to take greater entrepreneurial responsibility." 

Company 

website 

FCA 2-Oct-

17 

CEO comment - "FCA was working on a plan to streamline its portfolio and that components businesses, including 

Magneti Marelli, would be taken out" - Mention of separate Alfa Romeo on Q2 20-17 results call 

Reuters 

Porsche SE  No comment from Porsche SE or VW regarding a potential separation of Porsche AG. Our view on independent 

Porsche-Bentley-Lamborghini is based on 1) financial metrics, 2) success of listed Ferrari, 3) ability to outperform 

in emission compliance through EVs and 4) relative performance of Porsche SE as a holding company vs Exor. 

JEF view 

Source: Company data, various press sources, Jefferies estimates  

 

Who are we missing? 
We are not trying to be exhaustive and there are a number of other opportunities for 

separation both in cars and truck activities. Richard Tobin, CEO of CNHI, for example 

mentioned the possibility of separating its truck division Iveco, during the Q4 2017 

earnings call. However, we did not include Tata Motors (Buy, INR510) in our analysis as 

the India domestic business is loss making and we estimate Jaguar-Land Rover alone is 

worth INR455 and accounts for almost 90% of group value.  
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Stock summary views 
 

Core stocks  
FCA (FCA IM, Buy, PT €20). FCA has been the ‘Godfather’ of capital allocation for more 

than a decade, partly for lack of resources and partly by choice. The distribution of the 

higher-rated business units to the benefit of shareholders (CNH, Ferrari) has effectively 

‘forced’ the core business to be disciplined in allocating capital, including exiting product 

segments with sub-par returns and effectively driving a significant re-rating of FCA core 

earnings. We expect FCA will spin-off the bulk of its components activities in the course of 

H1 2018, with an estimated EV of €3bn, and we anticipate that the next five-year plan to 

be presented on 1 June 2018 will include a strategy for the Maserati and Alfa Romeo 

brands that could lead to further separation.  

VW Pref (VOW3 GR, Hold, PT €180). No stock offers more potential SOP upside than 

VW, in our view, but none faces more obstacles either. Despite a solid recovery in 2017 

supported by improving cash conversion and capital efficiency, VW shares continue to 

show the biggest gap to SOTP fair value. Assuming Porsche-Lamborghini-Bentley could 

be worth €40-70bn and Trucks €15bn, the implied value left is modest (€8bn, midpoint) 

for the more volume focused brands including Audi. Removing cash flow attributable to 

Trucks and Luxury brands (estimated €3bn) would leave VW-Audi trading on 2x FCF 

including the €3bn+ dividend received from China. Re-rating a simpler and probably 

more efficient group could be worth €40bn to sector value. It is easy to dismiss the 

probability of change given the group’s rigid governance. Having said that, we only have 

reasonable visibility on a separation of Trucks at this stage and the upside is not sufficient, 

in our view, for VW to outperform the sector, and we remain at Hold. More significant 

upside is largely dependent on a more active stance from the controlling shareholders of 

Porsche SE.     

Porsche SE (PAH3 GR, Hold, PT €75). Could Porsche SE be the next Exor? Since 

becoming an almost pure holdco for VW, Porsche has underperformed the European auto 

sector by 15 percentage points and Porsche SE is potentially the main ‘agent of change’ to 

trigger a re-rating should Porsche SE push for changes in holding structures, particularly 

the group’s luxury brands. The governance structures of Porsche SE and Exor SpA are very 

different, with simpler decision making processes at Exor, but the upside should be 

motivating. Splitting VW into separate units should not affect the interests of various other 

shareholders and stakeholders. Barring corporate action, the current discount to NAV of 

22%, assuming no litigation payout, looks consistent with the existing structure and early 

attempts at diversification. The option of merging SE and VW, often discussed in our 

meetings with investors, would logically reduce the holding discount and offer liquidity to 

members of the controlling families but would probably not achieve a re-rating.  A 

scenario where Porsche SE would hold similar economic stakes in three different entities 

(Trucks, Volume cars and Luxury cars) would yield a share price of €110 for Porsche SE 

including a 10% holding discount. 

GM (GM, Hold, PT $40). GM is an early convert to ‘smaller is more beautiful’, having 

made unexpected and radical decisions to focus on business where 1) returns could be 

attractive and 2) material to group earnings. We have questioned some of the terms such 

as crystallising German pension risk or retaining unfunded liabilities as part of the GME 

transaction, but the resilience of GM’s performance to-date, including a challenging 2017 

and more decisions to exit underperforming businesses, has so far validated the strategy. 

Relatively high pension/OPEB deficits and uncertainty about returns from new mobility 

have kept us on the sidelines. We keep the stock on our radar screen as the gap to 2019 

closes, when we expect both a major product renewal and improved visibility on the 

economics of the mobility the AV business model.  

Daimler (DAI GR, Underperform, PT €60). Our rating is driven by some 

disappointment that the remarkable turnaround of the Mercedes brand did not deliver 

Chart 1: Porsche SE and Exor 

Spa vs SXAP 

 

Source: Factset 
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better returns and cash flow, suggesting management may have prioritised market share 

over profitability. An overly generous dividend policy in our view (95% FCF pay-out 2013-

17) has made the group’s balance sheet less robust than peers and possibly at odds with 

funding ambitions to lead in EVs, AVs and mobility services. Having said that, Daimler’s 

Truck & Bus operations could be worth €34bn, or 45% of the group value, on our 

numbers. Our concerns are motivation and method for a truck separation. Daimler ruled 

out a complete separation, leaving a partial IPO as the most likely option, with risk of 

persistent valuation discounts and that high multiple proceeds would be reinvested in 

lower multiple car strategies. The near 10% stake acquired by Mr Li Shufu, also 

controlling shareholder of Zhejiang Geely and Geely Autos, may influence decisions, 

although it is too early to gauge. 

 

Outliers  
BMW (BMW GR, Buy, PT €100). BMW does not easily fit in the theme of this note at 

present and our Buy rating is driven by a more constructive view than consensus about 

earnings growth and the higher value we place on balance sheet strength at this stage in 

the cycle. We note that strong governance and strategic vision have helped the company 

make difficult decisions in the past. Two areas where we think BMW could surprise 

strategically are 1) capital allocation in financial services including potential separation as 

part of investments in mobility services, and 2) reducing product exposure to lower 

segments where compliance costs are likely to hurt returns.  

Ford (F, Hold, PT $13). ‘One Ford’ was primarily a survival strategy with its own 

limitations, but we have been surprised by the lack of operating resilience in a supportive 

market environment. We expect Ford will communicate shortly about operating 

initiatives. We highlighted balance sheet quality when we turned more constructive on 

the stock a year ago, but some of that balance sheet strength may go towards 

restructuring costs. Ford’s longer term strategy remains to be defined and communicated 

but may, consistent with the corporate motto of “Where to play and how to win”, lead 

Ford to exit business units.  

Renault (RNO FP, Hold, PT €86). Management gives the impression of hoping for 

different results (re-rating) by doing the same thing over again (size, scale, synergies) 

without yet translating these into superior returns. We continue to see modest earnings 

upside as EM contributions get partly offset by a weakening product cycle in Europe. In 

contrast with our view that the days of scale-driven conglomerates are numbered, Renault 

seems to continue building up a conglomerate that, so far, has not generated returns 

consistent with its claimed synergies. In our view, this makes it difficult to argue for a re-

rating of Renault stand-alone or in a merger scenario with Nissan. Confirmation of Mr 

Ghosn as CEO for another four years suggests more strategic continuity towards making 

the alliance irreversible.  

PSA (UG FP, Buy, PT €24). PSA does not fit in our longer-term thinking about industry 

business models and screens as ‘Last of the Mohicans’ in the contrarian build-up of its 

brand conglomerate. Our Buy rating is driven by confidence that PSA is running a 

traditional turnaround designed to leverage its core R&D and capex spending into the 

incremental revenue generated by Opel and Vauxhall. We see value in the operating 

turnaround and upside to profit numbers, while retaining many mid- to long-term 

questions about group strategy.  
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Paradigm shift  
Big has not really worked  

In the more than 20 years that we have been involved in the auto industry, directly or as 

an analyst, strategy discussions have largely been dominated by size and scale, with the 

two sometimes confused. Investing in size has not delivered the expected returns, in share 

price or returns, and has, in our view, perpetuated capital misallocation with perceived 

scale leading to excess product complexity and model range expansion. We see growing 

evidence that smaller OEMs and entities can succeed.   

Growing pressure on capital allocation 

It is a cliché that the auto industry’s business model is facing unprecedented change. 

More practically, the pressure on OEMs and suppliers to review how they allocate capital 

between new technologies, business models and legacy burdens can only increase. Cross 

subsidies have long supported business units whose prospects are dim without drastic 

change positioning (SEAT, Fiat, Opel to name but a few). This does not mean they are not 

of interest to other OEMs, including from China. While all OEMs are promoting 

simplification, it is difficult to achieve as powertrains fragment from ICE to BEV and 

engineering complexity is often ingrained in OEM cultures. Unlike Japanese then Korean 

OEMs, which leveraged domestic earnings to grow organically abroad, Chinese OEMs will 

need to pursue acquisitions, as seen with Geely now and speculation around Great Wall 

last summer.  

Consolidation remains an investment theme 

While we argue that size matters less in strategic terms, we still expect to see some 

consolidation, especially as some of the business units that no longer fit in traditional 

OEMs’ priority can be attractive to others. As discussed in previous research, we believe 

that Chinese OEMs are likely to continue pursuing acquisitions as the organic approach 

adopted by Japanese and Korean OEMs in the 1960s-80s is no longer an option for 

domestic Chinese OEMs.  

Do OEMs need to raise capital? 

This may seem like an odd question considering large gross and net liquidity positions 

sitting on automotive balance sheets. Current cash flows appear sufficient to absorb some 

near-term margin compression and still invest in new technologies, gradually phasing out 

older ones and, in some cases, experimenting with new business models. However, we 

suspect some of the transactions being considered, particularly the monetisation of truck 

assets, are designed to raise funding for diversification and preserve existing resources.  

Size does not really help emissions compliance 

Compliance with emission regulations have driven a number of decisions over the years 

to scale up and spread technology costs over higher volume, including moving down in 

product mix to ‘average down’ and ease pressure (smart, Mercedes A Class, BMW 1 

Series, MINI to name but a few). With diesel losing, meeting targets is increasingly 

challenging for smaller vehicles in a system partly based on vehicle mass, especially if all 

vehicle classes are expected to meet their own targets. Without underestimating the 

challenges for all OEMs, we believe that smaller manufacturers with above-average mix 

and price points have an edge in reaching emissions targets as they will be more able to 

price the incremental cost of electrification, either BEVs or PHEVs. Proposed EU emission 

rules for 2030 include less stringent (although not specified) compliance targets for OEMs 

that reach certain levels of EV penetration (15% in 2025 for low emissions, ie <50gr 

CO2/km, and 30% by 2030). This should help OEMs that are pursuing a ‘barbell’ strategy 

where low emissions vehicles offset traditional high-margin vehicles. However, since 

targets for 2025-30 are based on a percentage improvement from 2021 levels, there are 

disincentives to over-deliver. 

Small premium brands can grow  

We believe brands will continue to matter and, in some cases, increase in value either as 

symbols of technology and status for owner/users or as gauges of trust and reliability for 

Mix and price point matters more 

than volume  

We think it will be easier for small 

premium OEMs to comply with 

emissions rules  

New EU emission rules support 

‘barbell’ compliance strategies but 

discourage early delivery 

We see scope for strategic 

differentiation through capital 

allocation vs standard and partly 

failed multi-brand OEM model 

Chart 2: OEM shares — annual 

performance and discount to 

market PE 
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providers of mobility services. However, as part of automotive demand migrates towards 

mobility as a service (vehicle-on-demand), demand velocity should slow as vehicles get 

designed for longer lives and refurbishment. Traditional volume and mid-market brands 

should see their share of total demand decline.  

Who will shrink next? 

It is difficult to predict which OEMs will move next but we would expect a number of 

them to question the long-term value of some business units, which does not mean they 

cannot have value for other OEMs or auto participants. In our view, the main scope for 

streamlining includes:   

 Regions and markets. From Ford in Latin America to Fiat brand in Europe or 

Renault in China, one can question, as GM did in Europe, whether even a 

turned-around business can make a sufficient contribution to group earnings to 

justify capital allocation. 

 Product mix. Most automotive brands have grown to extend market coverage, 

leading to model proliferation and, in our view, questionable returns. If we are 

right that the expansion of premium brands like BMW or Mercedes into smaller 

segments was motivated by emissions compliance, the disproportionately 

higher cost of compliance on smaller vehicles should lead to strategic reviews.  

 Fincos. Several OEMs perform well without captives and we do not think all 

OEMs can build a case for becoming a mobility provider. In some cases, we 

believe fincos should be divested or pooled to improve cost of capital and free 

up resources.  

Valuation upside and challenges 

Break-ups are recurring investment themes in autos, to be weighed against probability 

given governance complexity, management motivations and in many cases limited 

shareholder influence. It is easy to dismiss the possibility of spin-offs, especially regarding 

German companies with spin-offs or even listings on account of rigid governance, but we 

think a lot can be achieved with the right logic and inducement from pension funding 

(Daimler recently) to re-leveraging the spun-off entity (the example of Ferrari’s re-

leveraging on spin-off could be applied to the possible separation of trucks or Porsche 

AG).  

We think IPOs of divisions are mainly in the interests of management teams whereas spin-

offs are in the full interest of shareholders. We regularly hear the argument than an IPO is 

still better than nothing, although we think it can result in valuation discounts.  We also 

keep in mind that corporate break-ups work best when earnings are also growing. 

 

 

 

 

 

 

 

  

IPOs are mostly management 

friendly while spin-offs are much 

more shareholder friendly 

Exiting segments could significantly 
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Aston Martin – Huge equity leverage  
Aston Martin’s ‘Second Century Plan’ is designed to achieve sustainable and profitable 

growth in a market for US$150k+ luxury and sports vehicles that is mainly supply driven. 

Against common wisdom held for years, Ferrari demonstrated the viability of a small, 

high-end OEM outside a larger group, and one would expect strong interest in a publicly 

listed rival. Management comments as recently as FY 2017 results on 26 February have 

indicated that controlling shareholders of Aston Martin are considering an IPO. Press 

sources (Bloomberg, Sky News) have also mentioned a valuation around £5bn.  

Leverage and a very recent return to underlying profitability suggest much work remains 

to be done to achieve Ferrari-type multiples, but the combination of growth and equity 

leverage can make a powerful equity story.  

Range revival and extension 

Aston Martin fell behind peers like Ferrari, Lamborghini and Bentley for a number of years 

due to insufficient funding. Product became evolutionary and somewhat confusing, 

compounding the issue. This started to reverse with the launch of an all new DB11 in H2 

2016 and should continue through 2022 with at least one major model per annum. We 

expect the product range to evolve around three pillars: Aston-Martin for two-door Sports 

and GT cars, Sedans predominantly under the Lagonda brands (possibly all electric) and 

SUVs under both brands.  

 

Table 3: Aston Martin product plan, 2017-22 

Date Model Comments 

2016 DB11 GT – Twin-turbo V12/V8. Q4 2016 launch. Volante Q2 2018 

2017 Valkyrie Supercar — 150 road units + 25 track. $3.2m price. 

2018, Q2 Vantage Sports — Q1 2018, 4.0 litre  V8 twin-turbo 

2018, Q3 Vanquish Sports — H1 2018, 5.9 litre V12 

2019 RapidE 4-door GT — Pure BEV. 155 units run. To be assembled at Steyr 

2019 Mid-engine  Mid-engine V8 sport car aimed at Ferrari 488 

2020 DBX SUV – New St Athan facility. V8/V12/hybrid and possibly BEV 

2021 Lagonda Saloon Likely competitor to Bentley and possible Rapide replacement 

2022 Lagonda SUV DBX variant  

Source: Company data, press reports  

  

Cap on sports car volume but not growth 

Volume has started to recover, with FY 2017 unit sales of 5,117, +39%, finally matching 

2010 volume. Even adjusted for a weaker Sterling and exceptional albeit temporary V12 

mix, unit revenue has improved sharply (+10% yoy) and upcoming product activity 

suggests further improvement.  

The 7k unit volume target for 2020 still suggests 11% CAGR. CEO Andy Palmer set an 

annual limit of 7,000 units for sports cars (which we understand to mean two-door sports 

cars and GTs). This is reminiscent of Ferrari’s previous cap and, in our view, reflects limited 

market growth in the two-door sports car segments, making product launch activity and 

diversification the critical driver of mix and exclusivity. 7,000 units is also the volume 

target management set for 2020, but we believe that the Gaydon and St Athan will have 

combined capacity of 15,000 vehicles per annum, suggesting potentially solid operating 

leverage as the company grows volume. Sales are still heavily skewed towards Europe at 

53% of total, which again suggests solid growth potential. 

As with Ferrari and other small OEMs, we believe electrification can remove perceived 

caps to growth while potential fines would be moderate at the price point of these 

vehicles. Near term, Aston Martin has agreed EU CO2 targets through 2022.  

 

Growth and equity leverage can 

make a compelling equity … but 

Aston Martin only turned profitable 

in Q4 2018 on a cash R&D basis  

Chart 3: Unit sales by 

geography, 2017 
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Chart 5: Unit sales and ARPU recovery – Unit sales (left) and revenue (£m) 

 

Source: Company data 
 

 

How far can the brand be stretched? 

It is early to gauge the benefit of diversification in terms of growth and profitability and 

the potential impact on brand strength and values, Aston Martin is pursuing a rather 

broad definition of luxury, extending to activities like powerboats and real estate 

development. Despite an uneven history in terms of product design and quality, the 

Aston brand appears strong and its price point, history and supercar track-record suggest 

it operates in a league much closer to Ferrari and Lamborghini than Maserati or Porsche. 

Aston Martin also announced it would join F1 in 2018 in partnership with Red Bull, while 

a larger involvement seem to be dependent on better visibility on future 2021 rules and 

costs. By 2030, Aston Martin expects that 30% of its total volume will be BEVs, with the 

rest mostly hybridized. 

De-stressing capital structure could require outside help 

Product reinvestment has left Aston Martin’s balance sheet highly leveraged, with net 

debt of £673m at the end of 2017 or more than 4.8x equity of £140m. Recent refinancing 

extended major maturities to 2022. 

 

Table 4: Aston Martin net debt structure – GBP thousands 

 Dec-16 Dec-17 

Bank loans and overdrafts (5,153) (13,481) 

Senior secured loan notes (301,679)  

Senior subordinated PIK notes (176,417)  

Preference shares (217,969) (255,842) 

6.5% senior secured notes  (295,888) 

5.75% senior secured notes  (274,475) 

Other  (1,278) 

Total debt (701,218) (840,964) 

Cash & equivalents 101,718  167,851  

Net liquidity  (599,500) (673,113) 

Equity  72,660  140,196  

Source: Company data 

   

Management delivered a break-even FCF performance in 2017, with the help of a £148m 

working capital inflow largely on payables. With management on the Q4 call indicating a 

lower WC benefit this year, organic de-leveraging could be slow. Aston Martin has been 

reporting positive and improving margins in recent quarters but these have been helped 

by high levels of capitalisation of development expenses. From the accounts, we calculate 

total R&D spending was almost 26% of revenue and 95% of it was capitalized, with 

minimal amortisation at £49m. Against the reported margin of 17% for 2017, we calculate 
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a ‘clean’ cash R&D negative margin of negative 2% of revenue, but Q4 showed a sharp 

improvement to positive 9.4%, with gross margin exceeding the 50% mark.  

Current shareholders may need to be patient to sell down 

Aston Martin has gone through a few changes of shareholding structure since Ford’s exit 

in 2007 for about £500m. Investindustrial became a large shareholder in 2012 when it 

acquired its present 37.7% stake for £150m and Daimler acquired a c.5% non-voting 

stake as part of an agreement by which its AMG division supplies Aston Martin with V8 

engines. The balance of 54.5% includes a consortium of Kuwaiti investors, including some 

of the initial investors of 2007 such as Adeem Investments. Going back to our initial point 

about focus generating higher value, a trade sale to an auto OEM would likely be dilutive 

to the buyer. Current balance sheet leverage suggests an IPO should include raising funds 

for the firm in order to prime de-leveraging whereas Ferrari actually levered up in the IPO 

process by paying a €2.8bn dividend to FCA. 

Valuation peers  

Based on trailing data, Ferrari is trading on 5.5x sales, 18x adj EBITDA and 35x earnings. 

These are high multiples but the business also generated 100% net income to op FCF 

conversion over the past 3 years and 75% post tax ROIC last year (JEFe based on cash R&D 

NOPAT and IC defined as PP&E + net working capital). Based on our assumption that 

F1contributes c.€100m losses, we calculates Ferrari’s operating margin on selling cars and 

spares is actually 30%-35%. 

None of these metrics currently compare with Aston Martin. Nevertheless, applying Ferrari 

multiples of revenue and EBITDA would yield an EV between £2.6bn and £4.4bn (€2.9-

4.9bn) and a range of equity of £1.9-3.7bn (€2.1-4.2bn) after adjusting for net debt and 

pension. 

 

Table 5: 2017 restated and proforma P&L 

 Ferrari % revenue Aston Martin % revenue Comments 

Units 8,398  5,098  Including supercars  

Unit revenue (€ thousands) 292  170  Excluding supercars for Aston Martin 

Revenue 3,417 100.0% 876 100.0%  

COGS (1,691) -49.5% (496) -56.6%  

o/w R&D   (11)  IFRS expense incl in COGS 

Adjusted gross profit 1,726 50.5% 391 44.6%  

Cash R&D (683) -20.0% (226) -25.8%  

SG&A (325) -9.5% (231) -26.4%  

Non recurring   24  Aston Martin pension gain 

Adj OP 718 21.0% (91) -10.4%  

Net interest (29)  (62)   

EBT 689  (153)   

Source: Jefferies estimates, company data 

 

Encouraging gross margin developments 

Underlying performance remained loss making through most of last year until Q4, but the 

structure of cost and earnings looks encouraging. We restated Aston Martin gross margins 

to make them comparable with Ferrari by removing R&D costs from COGS and work out 

Ferrari at 50.5% vs Aston Martin at 44.6% for FY 2017 and above 50% in Q4. The high 

level of gross margin level suggests Aston Martin’s cost base and pricing are of the right 

magnitude and that improving margins is largely a function of growth leveraging 

currently high R&D cash spending and fixed costs. Based on recent sales performance and 

upcoming product, this is well under way. 

 

 

 

Ending a long tradition, Aston Martin 

sold cars at a profit in Q4 2017 

Ferrari multiples may look 

outrageous but returns and cash 

conversion are exceptional 

IPO may raise funds for the firm  

Aston Martin’s comparable gross 

margin last year was only 5-6 points 

below Ferrari’s, suggesting Aston 

Martin has achieved the right price 

and variable cost base 
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Table 6: Aston Martin – Key data summary, annual and last four reported quarters 

£m  2011 2012 2013 2014 2015 2016 2017 

Unit sales 4,200 3,500 4,200 3,661 3,615 3,687 5,098 

        

Revenue                 506.8          461.2          519.5          468.4          510.2          593.5          876.0  

        

Gross margin (reported) 34.11% 32.12% 32.23% 33.07% 32.32% 37.33% 43.36% 

EBIT 8.4 -8.5 1.8 -20.1 -17.9 16.4 124.5 

Margin 1.7% -1.9% 0.3% -4.3% -3.5% 2.8% 14.2% 

Adjusted margin (cash R&D) -6.8% -12.9% -13.4% -24.4% -35.3% -25.1% -7.6% 

        

Operating cash earnings                   59.4            59.3            70.3            18.1            11.4              5.3          146.4  

Net WC change                   12.6            41.3  (48.4)  (3.3)            19.8            74.3          148.3  

Net capex (68.9) (104.4) (105.3) (126.5) (163.2) (192.8) (294.1) 

FCF 3.0  (3.80  (83.4)  (111.7)  (131.9)  (113.1)  0.6  

        

Net liquidity (246.8) (285.8) (235.1) (385.3) (569.3) (770.6) (673.1) 

ROIC (cash R&D NOPAT /PP&E+NWC) -15.1% -33.3% -30.2% -48.8% -93.2% -121.9% 0.0% 

Source: Company data  

 

Total cash R&D spending at 26% of revenue is materially higher than Ferrari and the latter 

includes F1 spending, suggesting Ferrari road car related development spending may be 

less than half the Aston Martin ratio. Aston Martin’s cost structure screens poorly on 

SG&A at 28% of revenue, c.3x higher than Ferrari’s but Aston Martin data may be 

distorted by the cost of building and initial running of the new St Athan facility. 2016-17 

data shows net working capital to be structurally negative at 15%-20% of revenue, with 

long-dated payables supporting an acceleration of cash conversion if growth remains 

sustained and both R&D and capex spending flatten out.  

 

Chart 7: Ferrari vs Aston Martin - ATP (€k, left) and engine 

mix (share of V12 engines) – 2017 data  

 

Source: Company data 

 

Chart 8: Aston Martin – Breaking down components of 

operating FCF  

 

Source: Company data 
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Volvo Cars – Contrarian owner with 

multiple options 
Management comments as recently as FY 2017 results on 8 February have mentioned the 

possibility of an IPO. The potential case for an independently listed Volvo Cars business 

looks straightforward although controlling shareholders may have better alternatives or 

requirements. With some clever investment cost sharing with sister company Geely Autos, 

Volvo Cars looks like a viable stand-alone OEM.  

The acquisitive strategy of privately-held Volvo owner Zhejiang Geely and its controlling 

shareholder Mr Li Shufu runs counter to emerging industry trends of focus but also reflect 

that the globalisation of Chinese OEMs cannot happen organically. With the recent 

addition of a stake in Volvo AB and a near 10% stake in Daimler (separately from 

Zhejiang), an IPO of Volvo Cars could be a source of funds for what looks like a highly 

leveraged parent. However, current valuation multiples for Western auto OEMs also argue 

for a merger with Geely Auto to trade on better multiples. 

It is also unclear whether the recent investment in Daimler may create opportunities for 

Volvo Cars and Mercedes to share investments. 

Like JLR, ‘freed’ from the need to get big at all costs to make an impact at Ford group 

level, Volvo has focused on larger-size vehicles and worked to redefine its historical brand 

values of social responsibility, including an early focus on electrification.  

SUV-led product renewal and scale 

With the commercial launch of the XC40 later this year, Volvo will have largely completed 

the renewal of its core model range and the migration to new platforms (SRA for XC90 

and XC60) and CMA for the XC40. The CMA platform was developed in cooperation with 

Geely Auto Holdings and is also used for the Lynk 01, the first model of the recently 

launch Lynk & Co brand. With SUVs accounting for c.50% of units and 60% of revenue, 

Volvo’s mix emphasis on SUVs is ahead of most OEMs outside of North America (33%-

34% of unit sales at Mercedes and BMW). 

 

Chart 9: Unit sales 
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Chart 10: SUV share of units sold and revenue 
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Volvo’s targets of 800k vehicles by 2020 suggest 12% CAGR with manufacturing 

concentrated in six main vehicle assembly facilities: Ghent in Belgium (V and XC 40), 

Torslanda in Sweden (V60, XC 60 and 90), Chengdu (S and XC 60), Daqing (S and V90) 

and Zhangjiakou (engine plant) in China and South Carolina (late 2018 start with the V60 

SUVs account for >50% of volume vs 

BMW and Mercedes at 33%-34% 

Industrials

Autos & Auto Parts

9 March 2018

page 14 of 33 , Equity Analyst, +44 (0) 20 7029 8983, philippe.houchois@jefferies.comPhilippe Houchois

Please see important disclosure information on pages 29 - 33 of this report.



 

 

 

 

 

 

 

with BEVs scheduled for 2019-20). The Chengdu facility is shared with Geely Auto and is 

scheduled to host Polestar production. 

Leading innovation, from electrification to user experience 

As a European brand, Volvo was an early believer in plug-in vehicles, having launched a 

plug-in hybrid version of the V60 in 2012. More recently, Volvo committed to only 

launching electrified vehicles from 2019, a total range of five BEVs by 2021 and a total of 

one million electric Volvos on the road by 2025 suggesting 20%-25% penetration post 

2020 (press sources indicate already 15% PHEV penetration for the XC90). According to 

ICCT, Volvo’s CO2 footprint in 2016 was 119.2gr of CO2/km vs a target of 103.5 by 

2021. Assuming no progress in ICE efficiency, the target requires 20% of PHEV volume or 

10% of BEVs + 5% of PHEVs. None of this precludes Volvo from continuing to sell ICE cars 

well into the next decade. It seems Volvo is also keen to position itself as an innovator in 

experimenting with the industry’s future trends, from a user rental model for the XC40 in 

the US where ‘owners’ pay a flat monthly fee, to cooperation with Uber in robotaxis. 

Volvo could be first in launching a true Chinese premium brand 

Volvo is also promoting Polestar as a separate premium brand for EVs, building on some 

historical reference to performance (at least for European consumers) but a focus on 

China manufacturing and possibly an attempt to launch the brand as China focused but 

with global ambitions. With three models planned between 2019 and 2021 including two 

Battery only EVs, Polestar has an ambition to compete with brands like Tesla rather than 

the current mass of Chinese EV manufacturers.  

No stress in the capital structure at Volvo Cars 

Volvo generates positive FCF and reported SEK8.3bn of net liquidity at the end of Q3 

2017 and should remain net cash even after the payment due in Q4 for the payment of 

Volvo’s 50% share of the CMA platform development cost. While various press sources 

have repeatedly discussed the probability of an IPO of Volvo Cars, the company’s capital 

structure does not suggest any urgency or pressure to do so. In May 2016, Volvo issued a 

€500m unsecured bond, with a coupon of 3.25% and a maturity of 2021. In December 

2016, the company raised SEK5bn (€520m) by issuing 500,000 pref shares that are 

potentially convertible into ordinary shares. Details on timing and conversion terms are 

limited. We note that the preferred dividend of SEK250 (SEK125m, €12.7m) is set to 

increase to SEK750 in mid-2018 unless conversion occurs. The higher dividend (€38m 

total) does not seem high enough to force conversion or trigger an IPO.  

 

Table 7: Main holdings of privately held Zhejiang Geely 

Zhejiang Geely 

Holdings 

Stake Date Units (k) Revenue 

(US$m) 

Employees Comments 

Automobiles       

Geely Auto 46.0%  1250 14.4 36,000 Target of 2m cars by 2020 

Volvo 100.0% 2010 568 24.3 31,000 Revived Polestar as EV/sport brand.  

Geely Zhidou 45.0% 2015 42   Low speed mini BEVs 

Geely Kandi 50.0% 2013 15   Low speed mini BEVs 

Lynx 73.0% 2016 6   Lynk 01 launched in China, Europe + USA expected 2019-2020  

Proton 49.9% 2017 70.1  10,000  

Lotus 51.0%  1.6  1,000  

Commercial vehicles       

London Electric Vehicle Co  2013    London taxi cab EV version  

Volvo AB  2017     

Yuan Cheng Auto      New energy commercial vehicles 

Other       

Terrafugia 100% 2017    Planning to launch 1st commercially viable flying auto in 2019 

Saxo Bank 30% 2017    $400m investment  

Source: Jefferies estimates, company data 

  

 

 

Could Polestar be the first ‘home-

grown’ Chinese premium brand? 

15+% EV penetration in Europe 

could make Volvo Cars CO2 

compliant without diluting mix 
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What is the parent strategy and how is it funded? 

Volvo is currently 100% owned by privately Zhejiang Geely Holding, which also 

separately owns 44% of Geely Auto (175 HK, Underperform). Founder Li Shufu controls 

90% of the capital of non-listed Zhejiang Geely. While we are arguing that the industry is 

trending towards the break-up of historical conglomerates into smaller units and a 

separation of cars and trucks, Mr Li has been pursuing a contrarian strategy of adding 

truck assets and continued to build a diversified and acquisitive holding company. 

Financial data for Zhejiang Geely is limited but Table 7 summarizes key data for the non-

listed holdco at the end of 2016 showing net liquidity of c.€850m. In the lower part of the 

table we show that Volvo Cars paid a dividend of €200m in 2017 and Geely Auto at 

€122m, while Zhejiang Geely committed €3.25bn to buy a stake in Volvo AB and its main 

owner acquired a 9.7% stake in Daimler through a separate vehicle. 

 

Table 8: Select balance sheet and cash-flow data on Zhejiang Geely – converted from Rmb into € at 7.86 

 Geely Holding Geely Auto Volvo Cars Other Volvo Trucks Comments 

2016 data        

Assets 26,303 8,598 16,018 1,686  Sourced from bond prospectus 

Debt 5,214 285 1,660 3,269   

Equity 7,954 3,141 4,298 516   

Net liquidity 856 1,629 2,174 (2,947)   

Minority interest 2,742 32 375 2,335   

Estimates 2017       

Dividends 327 (122) (205)   100% of dividend paid by Volvo Cars 

Investments (3,250)    3,250 Acquisition of Volvo AB stake 

Source: Jefferies, company data 

  

Valuation peers  

It would appear that Zhejiang Geely needs additional capital to fund the purchase of 

shares in Volvo AB and possibly Daimler. Listing Volvo Cars is not the only option available 

to raise capital and possibly not the most attractive to current owners. Cash R&D margins 

at Volvo Cars have improved to a level that we estimate matches VW’s but remains below 

levels currently achieved by Mercedes and BMW, which we would be logical peers.  

 

Chart 11: Cash R&D auto margins 

 

Source: Jefferies estimates, company data 

 

Applying trailing BMW multiples to Volvo Cars yields an enterprise value in a €5.0-9.0bn 
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1) CO2 compliance with electrification eliminating the need to compensate 

through mix dilution  

2) Non-consolidation of captive financing reducing financial risk. 

 Table 9: Volvo Cars valuation range – Trailing BMW and Geely multiples 

 2017 reported Valuation Trailing multiples Valuation range in Euro million  

 Volvo Cars Multiples BMW Geely Auto BMW x Geely x 

 SEK m  2017 2017 Euro at 9.84 Euro at 7.83 

Revenue 210,912 EV/sales 0.43 1.67 9,142 35,446 

EBITDA 18,091 EV/EBITDA 3.3 11.6 5,963 21,192 

EBIT 10,383 EV/EBIT 4.6 14.0 4,815 14,596 

Net income  9,611 PER 7.6 17.2 6,197 15,542 

Source: Jefferies estimates, company data 

  

The range of outcomes is particularly wide depending on which metrics and peers we 

use, from €6.4bn to €21bn, suggesting a European listing may be unattractive. Given 

opportunities available to Volvo in China, an independent listing in Hong Kong or a 

merger with Geely Auto may offer more attractive valuation prospects.  

Table 10: Volvo Cars – Key financial data  

SEK m 2011 2012 2013 2014 2015 2016 2017 

Unit sales        449,255         421,951         427,840         465,866         503,127         534,332    571,577  

  -6.1% 1.4% 8.9% 8.0% 6.2% 7.0% 

Revenue        125,678         124,547         122,245         137,590         164,043         180,902    210,912  

  -0.9% -1.8% 12.6% 19.2% 10.3% 16.6% 

Gross margin 16.5% 16.0% 16.6% 17.1% 21.8% 21.4% 22.1% 

EBIT            2,017                  18             1,919             2,128             6,620           11,014      14,061  

IFRS margin 1.6% 0.0% 1.6% 1.5% 4.0% 6.1% 6.7% 

Cash R&D adj margin 0.0% 0.0% -1.0% -1.0% 2.5% 4.7% 4.9% 

        

Operating cash earnings 8,471 6,356 7,777 6,880 13,082 19,205 21,714 

Net WC change (404) (3,606) 1,084 1,959 9,494 7,656 2,816 

Net capex (6,134) (7,527) (8,902) (13,880) (13,392) (19,063) (26,285) 

FCF 1,933 (4,777) (41) (5,041) 9,184 7,798 (1,755) 

        

Net liquidity 9,120 2,240 2,607 (856) 7,721 18,951 12,611 

ROIC 0.0% 0.0% -3.1% -1.5% 8.3% 15.6% 27.2% 

Source: Company data 

  

There are some interesting differences between Volvo Cars and peers, which may impact 

valuation multiples: 

 China’s business is consolidated. As a result of the ownership structure, Volvo 

Cars consolidates its Chinese operations instead of running a JV. Given 

structurally higher margins in China, this should help margins possibly reach 

levels above peers. 

  Zenuity JV. Less positive is the stake in Zenuity (50/50 with Autoliv), which is 

developing software and hardware applications for autonomous vehicles. Based 

on disclosure from both Volvo Cars and Autoliv, Zenuity employs staff of c.600 

and incurs losses of c.SEK30m per quarter.  

 Early to value Lynk & Co. Lynk & Co is 30% owned by Volvo Cars, with Geely 

Auto holding 30% and Geely Holding the balance of 40%. The brands’ first 

model, Lynk 01, was launched only last December and is based on the 

Volvo/Geely shared CMA platform. It is too early to gauge success. For Geely, 

Lynk provides an opportunity to raise mix and price point with a brand focused 

on technology and connectivity, although powertrain choices are conventional 

and it is unclear that the market needs more brands. 

How relevant is Lynk & Co as all cars 

gradually get connected 
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Porsche – ‘Green’ luxury powerhouse  
In an interview with Automotive News in November 2017, Porsche’s Head of R&D Michael 

Steiner stated that meeting the 2025-30 EU CO2 targets would not be a “technical 

struggle”, implying Porsche was able to price electrification and use the technology to 

enhance product appeal and meet increasingly stringent emission standards. On its own, 

Porsche would not attract Ferrari-like valuation multiples, in our view, but could add 

some Tesla or Lagonda mystique by repositioning itself as ‘Green Luxury’. 

We think a potential investment case on Porsche is dependent on the controlling 

shareholders of Porsche SE and their mid- to long-term ambitions. Since the sale of 

Porsche AG to VW, Porsche SE has mostly been a passive near-single-asset holding 

company for VW. While the NAV discounted has reduced over time as litigation risk 

receded, Porsche has underperformed auto indices. We understand there may be some 

limitations until 2020 on the ability of Porsche to take on a more active role at VW.  

Investment case  

We have little concern about the ability of an independent Porsche car company to thrive 

on its own and assume it would make sense to include the group’s luxury brands: Bentley 

for margin recovery, Lamborghini for earnings and revenue growth, and Bugatti for show 

and prestige. Keeping Audi and VW together makes more sense from an industrial and 

valuation perspective, as including Audi would probably dilute multiples closer to BMW 

and Daimler.  

This would create a luxury powerhouse with well-defined brands and unmatched product 

range stretching from €50k+ to €250k+, and the ability to produce limited edition halo 

supercars reaching into the price point of brands like Ferrari supercars or Pagani. All three 

brands are also leading their respective peers in SUV launches (Bentayga and Ursus) or 

market shares (70% of Porsche brand volume).  

Table 11: Estimated volume, revenue and profit 2017E 

 Volume 

(units) 

Revenue  

(€m) 

Unit revenue 

(€) 

EBIT  

(€m) 

EBIT per 

unit  (€) 

Porsche 246,375 22,095 89,680 3,955 16,053 

Bentley 10,733 1,929 179,766 87 8,089 

Lamborghini 3,815 1,030 270,000 165 43,200 

Source: Jefferies estimates 
 
 

Part of the rationale for initially bringing together Porsche and VW more than 10 years ago 

was, in our view, the need to dilute Porsche’s high CO2 footprint. Industry drivers have 

since changed and that logic has gone, in our view. 

Porsche is reducing exposure to diesel vehicles this year already, apparently limiting 

availability to only Cayenne, according to various press sources. In our estimates, 

emissions compliance can be achieved with a mix of high-value traditional ICE vehicles, 

hybrids and pure battery EVs, a scenario that is implicitly included in the EU’s proposed 

targets for CO2 emissions in 2030.  

Porsche AG recently announced a doubling from €3bn to €6bn of its total investment in 

EVs for the period 2018-22, including the development of Mission E and derivatives as 

well as hybridizing existing models. Such vehicles are already on the market or under 

development. Porsche disclosed that c.60% of all Panameras sold in Europe last year were 

PHEVs. Zero emission Mission E will be available in 2019 and Porsche management 

mentioned the share of EVs in total Porsche volume could be 50% by the early 2020s. 

However, since 2025 and 2030 targets are set as a percentage improvement from WLTP 

values measured in 2021, Porsche has an incentive to pace its launch of low emission 

vehicles to manage its 2025-30 CO2 targets. 

EU 2030 proposed CO2 targets rules 

support achieving compliance with a 

mix of high and zero emission 

vehicles  

Nice twist: Porsche could help lower 

VW’s CO2 footprint, reversing the 

rationale for diluting Porsche’s CO2 

Porsche could be positioned as 

proper EV premium, not a ‘Tesla 

fighter’ 

The Porsche+ investment case is 

largely dependent on whether 

families controlling Porsche remain 

passive or get inspiration from Exor 
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For 2016, the Porsche brand reported average CO2 emissions of 185.1 gr/km vs 120.4 for 

VW Group. If anything, Porsche could in fact help VW comply, although a zero emission 

Porsche brand would ‘only’ eliminate 4gr of CO2 vs the 24gr needed to reach the VW 

Group target of 96gr by 2021 (vs 2016 NEDC measurements). Keeping Porsche as part of 

VW on that basis would be a rather weak argument. However, Porsche could significantly 

contribute to initially offsetting emissions from Lamborghini and Bentley and eventually 

sharing technology.  

Valuation  

It is fair to expect an enlarged Porsche would trade on much higher multiples than parent 

VW. However, given differences in average price points, brand exclusivity, as well as 

margins and returns, we do not expect multiples could match Ferrari’s.  

 

Table 12: Combined Porsche-Bentley-Lamborghini brand estimates (history and forecast) 

 2014 2015 2016 2017 2018 2019 2020 2021 

Revenue           19,537              24,341        25,255       25,054           26,455           27,920           29,297        30,894  

Growth 24.6% 3.8% -0.8% 5.6% 5.5% 4.9% 5.5% 

EBIT            2,958                3,619           4,125          4,207             4,268             4,323              4,571           4,846  

Margin 15.1% 14.9% 16.3% 16.8% 16.1% 15.5% 15.6% 15.7% 

Tax @ 30%              (887)             (1,086)        (1,237)        (1,262)           (1,280)           (1,297)            (1,371)         (1,454) 

Nopat             2,071               2,533          2,887          2,945             2,988             3,026             3,200           3,392  

Source: Jefferies estimates, company data 

 

Chart 12: IFRS operating margin 
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Source: Jefferies, company data 

 

Chart 13: Estimated ROIC 

(NOPAT/intangibles+PP&E+NWC) 
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Source: Jefferies estimates, company data 

 

We are missing some information to properly compare the financial performance of an 

extended Porsche business with Ferrari, which we would view as the most relevant 

valuation peer. Table 12 below sums up estimates for a combined Porsche-Bentley-

Lamborghini business where we assume that Bentley margins double to 10% by 2020 

and Lamborghini (no disclosure) progresses from an estimated 15% today to 20%. In 

both cases we may be conservative, particularly at Bentley. In the same period, we 

continue to assume that Porsche margins will peak slightly below 18% in 2017 before 

easing to 16%-17% in the forecast period as a result of 1) high initial investment in 

electrification and 2) a gradual catch up in the amortisation of development costs since 

Porsche has capitalised more than 50% of R&D costs in the past three years. We estimate 

that Porsche’s reported IFRS margin may be inflated by 100-200bps vs Ferrari’s cash R&D 

margin currently in excess of 20% and 30%+ for vehicles only if we restate earnings to 

exclude an estimated €100m loss from F1 activities. 
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On our 2019 estimates, Ferrari is trading on 4.9x revenue, 14.8x EBITDA, 19.6x EBIT and a 

PE of 27.6x. Adjusted to expense all R&D, the multiples move to 19x EBITDA, 23x EBIT and 

33x earnings.  

We assume an enlarged Porsche business would trade on at least half of the Ferrari 

multiples, which would yield equity value in a €40-65bn range and an average of €50bn.  

 

Table 13: Porsche valuation – half  of Ferrari multiples  

 2019E Valuation x  Equity value Comment 

Sales 26,474 2.5 65,744 EV adj for cash/pension 

EBITDA 6,732 7.7 51,398 EV adj for cash/pension 

EBIT 4,085 10 40,408 EV adj for cash/pension 

Net income 2,859 14.5 41,462  

Source: Jefferies estimates  

  

How likely is a separation? 

We are not aware of public comments from the management of Porsche SE or VW 

regarding a separation. The governance regime and shareholding structure of VW Group 

is the obvious obstacle to a separation of the group’s luxury assets as it would impact 

union influence. The current VW share price clearly assigns no probability of any change 

happening and we think the ball is in Porsche SE’s court to pursue higher value through 

corporate change. 

An IPO could raise capital for VW while maintaining VW’s current governance structure 

and therefore the unions’ influence, but would dilute Porsche SE’s economic interest in 

the luxury car group and risk creating a valuation discount affecting either VW or Porsche. 

A spin-off would maintain the current shareholding and governance as well as the ability 

to cooperate on platforms (Audi Q5, Porsche Macan). In a spin-off scenario, re-leveraging 

Porsche through a dividend paid to VW could be used to fund pension or other 

investments in electrification or mobility. Looking at the experience of FCA and the spin-

off of Ferrari, the latter paid a special distribution of €2.8bn from to FCA. Such a 

transaction is, at least in theory, neutral for shareholder value. Taking into account net 

liquidity of €2.0bn at Porsche at the end of 2016 and EBITDA of €6-7bn, a distribution of 

€5-6bn to VW would leave Porsche with net debt to EBITDA of 0.5x, similar to Ferrari, with 

the ability to deleverage or maintain moderate leverage and continue paying a dividend.  

 

 

 

  

VW share price assumes low 

probability of separation 

The special payment from Ferrari to 

FCA on separation is an interesting 

blueprint 

Industrials

Autos & Auto Parts

9 March 2018

page 20 of 33 , Equity Analyst, +44 (0) 20 7029 8983, philippe.houchois@jefferies.comPhilippe Houchois

Please see important disclosure information on pages 29 - 33 of this report.



 

 

 

 

 

 

 
Maserati and Alfa Romeo – Aspirational 

blend of Porsche and …  
Maserati and Alfa Romeo have been the underperformers of the 2014-18 FCA strategic 

plan but are likely to take centre stage in the strategic plan that FCA will unveil on 1 June. 

We assume the plan priorities will remain capital allocation and margins. In that context, 

the old volume targets are likely to become irrelevant, certainly for Alfa, with both brands 

focused on mix and technology. As we discussed in previous research, we expect the June 

CMD will address, probably more indirectly than directly, whether FCA will still exist in a 

few years. 

Roadmap for repositioning 

The jury is out about the possibility of an independent Maserati-Alfa premium group, an 

idea mentioned by FCA CEO Sergio Marchionne on the Q2 2017 results analyst call, but 

the successful transformation of Porsche from a narrowly defined sports car brand to a 

wider sports/luxury/technology powerhouse provides a credible blueprint for Alfa and 

Maserati, in our view.  We believe the combination of both brands can achieve similar or 

wider market coverage in a shorter amount of time than the 10+ years it took Porsche, 

and we assume FCA’s ambitions for the brands will be high.  

 Table 14:  Maserati and Alfa Romeo volume fell well short of plan targets 

 2014 2015 2016 2017 2018  2018 target 

Maserati 36,448 32,474 42,100 51,500 55,620  75,000 

% increase  -11% 30% 22% 8%   

Alfa Romeo 66,605 63,401 70,848 179,972 189,000  400,000 

% increase  -5% 12% 154% 5%   

Source: IHS Markit, Jefferies estimates, company data 

  

Alfa Romeo – Shrink and upgrade 

FCA confirmed there will not be a successor to the European B-segment Mito (set to end 

late 2018) and we believe the same will happen to C-segment Giulietta at the end of its 

current life cycle (2020E). These two models should account for up to 30% of 2018E 

volume for the brand, leaving a gap but also removing models which, in our estimates 

generate unit revenue of €13-18k and only losses.  

Alfa Romeo’s brand values are traditionally best associated with BMW’s but we think the 

future product position is likely to start at the €30-35k level, which is closer to the mid-

point average unit revenue for premium German brands like BMW and Audi. In other 

words, we expect Alfa will by-pass the ‘entry-level’ models that have been major growth 

engines for premium German brands in recent years, but were also developed in part to 

average down emissions and ease compliance. These have, in our view, diluted 

profitability and do not fit in what we think will be Alfa-Maserati’s strategy of complying 

through pricing and part electrification.  

The flexibility built into the Giorgio platform that currently underpins both the Giulia 

sedan and Stelvio SUV suggests it can support a larger SUV as well as larger car, possibly 

replacing the Maserati Ghibli, which has struggled to find its position inside Maserati.  

Maserati – Electrification for compliance and performance 

We think the volume miss from Maserati is a mix of execution, including delayed products 

and ill positioned Ghibli, but is an opportunity to reposition the brand, which FCA 

management started doing when it announced the brand would take the lead on 

electrification. While Alfas will need to be hybridised, Maserati can implement a ‘barbell’ 

product line-up with a mix of ICE and battery vehicles starting in 2020.  

We trust both brands can appeal to very different emotions than their German 

competitors. Starting with reviving long and sometimes forgotten racing traditions, they 

will be aimed at clients with similar demographics and incomes, who still value brands. 

Shrink before growing 

FCA strategic plan on 1 June should 

provide a roadmap to reposition Alfa 

and Maserati 

Alfa could more than double its ATP 

to €40+k 
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Interestingly Aston Martin appears set to revive the Lagonda brand as an electric only 

luxury brand, an ambition that seems to overlaps with Maserati although at lower volume 

and higher price point than Maserati.   

Estimates 

We estimate the combined Alfa Romeo and Maserati brands could generate respective 

volumes of 200k units and 80k revenue by 2021with average unit revenue of €40,000 and 

€90,000. 

 

Table 15: Alfa Romeo and Maserati — Model and volume forecasts 

 2016 2017 2018 2019 2020 2021 

Alfa to be discontinued          60,730            50,343             48,000                35,000                10,000                        -    

Giulia + Coupe          23,649             68,155             70,000                65,000                60,000               60,000  

Stelvio                  424            60,474             70,000                70,000                72,000               75,000  

E Car                  10,000                25,000               30,000  

E SUV                  20,000                40,000               45,000  

Specialty              1,800                1,000                 1,000                  1,200                  1,200                 1,200  

Total Alfa-Romeo          86,603          179,972           189,000              201,200              208,200             211,200  

Ghibli           16,800             16,500              15,000                16,000                15,000               18,000  

Quattroporte             6,200               6,500                6,200                  6,000                  5,800                 6,500  

GT              1,200                1,500                 1,500                  1,300                  1,750                 2,000  

Levante           17,900            27,000             32,000                35,000                40,000               38,000  

Alfieri                        500                  2,000                 7,000  

EV SUV                    1,000                  3,000               10,000  

Total Maserati           42,100             51,500             54,700                59,800                67,550               81,500  

       

Unit price - Alfa Romeo          20,000            22,000             25,000                30,000                35,000               40,000  

Unit price Maserati           42,100             51,500             80,000                82,000                85,000               90,000  

Source: Jefferies estimates, company data 

   

Starting from a position where 1) Maserati margins are already approaching 15%, 2) part 

of the platform and assembly investment has already been made, 3) there is significant 

spare assembly capacity within FCA’s Italian operations (Grugliasco and Mirafiori), we 

would assume a repositioned sub-group would aim to deliver operating margins of at 

least 10%. The main uncertainty relates to the cost of developing plug-in hybrid and 

battery only vehicles, although we assume some of these costs have already been started, 

particularly at Maserati where the EV strategy was announced last year and should lead to 

products already in 2019.  

 

Table 16: Alfa Romeo and Maserati — Revenue and EBIT estimates 

 2016 2017 2018 2019 2020 2021 

Revenue 5,211 8,017 9,101 10,940 13,029 15,783 

% change  54% 14% 20% 19% 21% 

EBITDA 461 882 1,162 1,499 1,877 2,396 

Margin 8.8% 11.0% 12.8% 13.7% 14.4% 15.2% 

EBIT 200 481 707 952 1,226 1,607 

Margin 3.8% 6.0% 7.8% 8.7% 9.4% 10.2% 

NOPAT (25% tax) 140 337 495 667 858 1,125 

Source: Jefferies estimates, company data 

  

We also believe existing manufacturing capacity can moderate some of the reinvestment 

costs, including spare capacity in the Grugliasco and Mirafiori facilities in Turin while the 

shared use of existing platform and powertrain can continue despite a change of 

ownership structure.  
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Valuation peers  

Trying to value Alfa-Maserati is a very distant exercise and, from experience, valuation 

multiples tend to migrate to the least attractive part of any auto group, in this case 

probably Alfa as we assume Maserati will post better profitability. Applying BMW 

multiples on 2020 estimates discounted back two years at 10% yields less than €4bn EV, 

while assuming 1x revenue and 10x EBIT yields almost €6.5bn or between 15% and 25% 

of the group’s 2018 EV. 
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Truck separations – Why and how? 
With repeated statements about corporate changes and independent truck businesses, we 

believe VW and Daimler have gone too far to backtrack and it is fair to assume some form 

of transaction within the next 12-18 months. There is no issue of sustainability or scale in 

trucks. Both MAN and Scania were successfully independent before being taken over by 

VW, and Daimler is the world’s largest global truck maker and possibly its most scaled-up. 

It is easy to dismiss the possibility of German spin-offs or even listings on account of rigid 

governance but we think a lot can be achieved with the right logic and capital structure, 

including inducements such as pension funding (Daimler recently) or re-leveraging the 

spun-off entity to the right capital structure (an option FCA used to re-leverage Ferrari 

before spin-off). We have valued Daimler Truck+Bus and Scania-MAN using the same 

multiples, taken from our colleague Graham Philips, who covers Volvo AB. However we 

note:  

1) Meaningful differences in size and market exposure, which could affect 

multiples, with Daimler having a disproportionate exposure to lower margin 

medium-duty vehicles and MAN-Scania being overly exposed to Europe.  

2) Different degrees of progress or commitment to electrification, with Daimler in a 

leadership position in trucks, Volvo in buses and MAN-Scania still dabbling. 

 

Chart 14: Split Heavies vs Mediums, Units 
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Source: LMC, Jefferies estimates 

Chart 15: Regional exposure, units 

 

Source: LMC, Jefferies estimates 

 

If separating truck business from their automotive parents is about shareholder value, they 

should be spun-off, with shares distributed to shareholders. They would find their own 

price rapidly and possibly re-rate or trigger a re-rating of their former parents. Importantly 

as well, existing union agreements would be kept in place, addressing possible union 

concerns. We suspect the actual process will be different as Daimler appears to have ruled 

out a complete separation of truck assets. Volkswagen has been less prescriptive.  

If shareholders’ interest is the priority, then a straight spin-off would be the logical 

approach while IPOs designed to raise fund could create value leakage depending on 

how much is listed and what IPO proceeds are used for. We assume any form of 

separation will be accretive although may not be optimal if, for example, proceeds are 

used to fund expansion in areas of lower (automotive) or uncertain (mobility) returns. 

Truck margins have generally improved in recent years and the prospects of independent 

listings is likely to keep major industry participants focused and disciplined (Daimler, VW) 

while Navistar does not have the balance strength needed to be aggressive and Paccar 

(PCAR, Buy) can usually be counted to prioritise profits over market share. 
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Spin-offs are mostly shareholder-

friendly while IPOs tend to be more 

management-friendly 

Positive industry dynamics in 2018-

2019; we expect major actors will 

prioritise profitability  
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Chart 16: Truck reported margin history 

  

Source: Jefferies estimates, company data 

 

Trucks are relatively low-growth businesses, self-funded through the business cycle and 

with limited need for over-capitalised balance sheets or excess net cash positions given 

overall modest exposure to financial services. This means they can run their operations 

with relatively modest net cash positions and can return cash more easily than their auto 

OEM peers.  

Table 17: Credit rating and outlook for major Truck companies – Date/outlook 

S&P/Moody Daimler CNH/Iveco Caterpillar MAN Navistar Paccar Volvo VW 

          

AAA         

AA+/Aa1         

AA/Aa2         

AA-/Aa3         

A+/A1      Apr10 stable 

/Aug10 stable 

  

A/A2 Nov16 stable/  Oct17 stable      

A-/A3 /Feb15 stable  /Dec16 stable /Nov15 

negative 

   /Nov15 

negative 

BBB+/Baa1       Jun17 stable  

/Jul17 stable 

Nov17 stable/ 

BBB/Baa2         

BBB-/Baa3  Jun17 stable/       

BB+/Ba1  /Mar16 stable       

BB/Ba2         

BB-/Ba3         

B+/B1         

B/B2         

B-/B3     Mar17 stable 

/Jul15 stable 

  

CCC+/Caa1         

Source: Factset, company data 
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VW Trucks 
VW never made a convincing strategic case for owning truck assets. Its relatively recent 

acquisitions, as well as separate corporate structure, mean separation should be a 

relatively simple process, especially if we assume that VW-brand vans remain within the 

group’s light vehicle operations. Recent press reports have mentioned the possibility of a 

separation in spring 2019. In all cases we assume that MAN’s Power Engineering division 

would not be included.  

With a combined volume slightly below 200k trucks, MAN-Scania would rank number 

four globally in heavy-duty, while medium-duty vehicles account for less than 10% of 

total volume. The relatively imbalanced regional exposure with 78% of volume in Europe 

should be corrected with the expected acquisition of Navistar (current stake slightly below 

18%), taking NA exposure from near zero to almost 30%, but also more than doubling 

medium-duty exposure to 22%. Using our colleague Stephen Volkmann’s $53 PT for 

Navistar, we calculate that buying out Navistar would cost $4.2bn, an amount which ‘old’ 

Volkswagen would probably not have hesitated to fund on its own or through a capital 

increase. We see logic in VW listing its truck business in part to raise funds for acquisitions 

and avoid raising capital at group level. 

 

Table 18: MAN-Scania summary estimates  

 2014 2015 2016 2017e 2018e 2019e 2020e 2021e 

Scania         

Volume 80,000 78,000 83,000 89,640 92,329 95,099 96,050 97,971 

Revenue 10,381 10,479 11,303 12,433 12,806 13,190 13,586 13,858 

Recurring EBIT 955 1,027 1,072 1,243 1,306 1,319 1,427 1,386 

% margin 9.2% 9.8% 9.5% 10.0% 10.2% 10.0% 10.5% 10.0% 

MAN CV         

Volume 120,000 102,000 102,000 108,630 112,975 118,624 122,183 125,848 

Revenue  9,958 10,005 10,646 11,015 11,566 11,974 12,333 

Adj EBIT  (4) 230 373 441 520 659 617 

% margin  (0.0%) 2.3% 3.5% 4.0% 4.5% 5.5% 5.0% 

Scania + MAN CV         

Volume  180,000 185,000 198,270 205,304 213,723 218,233 223,819 

Revenue  20,437 21,308 23,079 23,821 24,756 25,560 26,191 

Recurring EBIT  1,023 1,302 1,616 1,747 1,840 2,085 2,002 

% margin  5.0% 6.1% 7.0% 7.3% 7.4% 8.2% 7.6% 

Source: Jefferies estimates, company data 

  

Table 19: MAN CV + Scania valuation 

 Scania + 

MAN CV 

Multiples Volvo Scania + 

MAN CV 

Comments 

Revenue 23,821 EV/Sales 80.6% 19,211 MAN CV contributes 46% of revenue 

EBIT 1,747 EV/EBIT 8.50 14,840 MAN CV contributes 25% of EBIT 

Average EV    17,026 Average of EV estimated based on multiples 

o/w MAN CV EV    6,313  

Adjustments      

 + Net liquidity   (65) Scania Q3 2017 group net liquidity - MAN CV net liquidity estimated  

 - Pension deficit    1,363 Scania Q3 2017 - MAN CV pension estimated prorate MAN Group pension 

 + Associates    673 MAN owns 25% stake in listed Sinotruck in China 

 - MAN CV Minority    1,264 VW owns 75.73% voting rights and 74.53% share capital of MAN Group 

Equity value    15,006 Scania + MAN CV 

Value per share    29.9  

VW share price (pref)    158.3  

o/w Scania + MAN CV    19%  

Source: Jefferies estimates, company data 

  

The acquisition of Navistar would 

make MAN-Scania more global but  

would also weaken product mix 
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Using Volvo AB multiples, we estimate an independent MAN-Scania truck business would 

be worth at least €15bn, almost 20% of group value, while contributing c.12% of group 

operating profit. We assume that listing a holdco controlling all the shares held in Scania 

(100%) and MAN (74.53%)  would protect MAN minorities, although it could create value 

leakage. We also assume VW may need to write some of its acquisition goodwill 

depending on valuation and how a separation is structured (minority listing). At the end 

of 2016, Truck goodwill on the VW balance sheet amounted to €608m.  
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Daimler Trucks 
Daimler has long kept the door open to an eventual separation and last year’s 

announcement that Daimler would reorganise as three separate legal entities (Cars+Van, 

Truck+Bus and Financial Services) was a strong statement. Daimler has repeatedly stated 

that a total separation was not considered and that the reorganisation was designed 

mainly to improve operating efficiencies. Whether the recent acquisition of a near 10% 

stake by Mr Li Shufu, who also controls a c.8% stake in Volvo AB through the Zhejiang 

Geely Holding, may influence some of the upcoming decisions at Daimler is unclear.  

 

Table 20: Daimler Trucks and Buses (T+B) summary estimates 

 2014 2015 2016 2017 2018e 2019e 2020e 2021e  

Trucks          

Wholesale  units 495,668 502,478 415,108 470,705 495,857 509,627 515,330 530,790  

Revenue 32,389 37,578 33,187 35,707 37,972 39,406 40,241 41,449  

Recurring EBIT 2,073 2,742 2,053 2,285 2,780 3,046 3,213 2,901  

% margin 6.4% 7.3% 6.2% 6.4% 7.3% 7.7% 8.0% 7.0%  

Buses          

Wholesale  units 33,162 28,081 26,226 28,676      

Revenue 4,218 4,113 4,176 4,351 4,438 4,527 4,617 4,710  

Recurring EBIT 211 202 258 243 266 181 185 188  

% margin 5.0% 4.9% 6.2% 5.6% 6.0% 4.0% 4.0% 4.0%  

Truck + Bus          

Revenue 36,607 41,691 37,363 40,058 42,410 43,933 44,859 46,158  

Recurring EBIT 2,284 2,944 2,311 2,528 3,047 3,227 3,398 3,090 incl  €3m loss from Foton at equity 

% margin 6.2% 7.1% 6.2% 6.3% 7.2% 7.3% 7.6% 6.7%  

Source: Jefferies estimates, company data 

 

Table 21: Daimler T + B valuation 

 Daimler 

Truck&Bus 

Multiples Volvo Daimler 

Truck&Bus 

Comments 

Revenue 42,410 EV/Sales 80.6% 34,202  

EBIT 3,047 EV/EBIT 8.50 25,882  

Average EV    30,042 Average of EV estimated based on multiples 

      

Adjustments      

 + Net liquidity 
  10% 4,006 

Estimated based on WC as % of FY2017 revenue. Scania 14% (2015-16 

avg), Volvo 8% (2014-17 avg) 

 - Pension deficit   34% 1,924 FY 2017 pension deficit allocated in proportion of employees 

 + Associates 18  7.00 123 Associate value estimated based on EV/Equity income multiple 

Equity value    32,247  

Value per share    30.1  

Daimler share price   68.1  

o/w Truck & Bus    44.3%  

Source: Jefferies estimates, company data 

  

Using Volvo multiples again, we value Daimler Truck and Bus (DTB) at €32bn or 45% of 

Daimler Group despite trucks accounting for 17% of group reported EBIT. Again we 

favour a complete separation to optimize re-rating of both sides of the group and are 

concerned that Daimler seeks to raise capital to fund growth in mobility services and/or 

fund ambitious investments in electrification and technology. There is nothing wrong 

with raising capital but funding auto investment using proceeds from selling down trucks 

is value dilutive, in our opinion.  
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