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CFA Institute Research Challenge  

Louvain School of Management  
 

 Tech Company 

Date: 10 January 2017 Closing Price: €33.45 Recommendation: BUY 

Ticker: AMS: NEDAP Headquarters: Groenlo Target Price: €47.3 (+41.5%) 
 

Market Profile 

Closing Price (€) 33.45 

52 Week Range (€) 28.2 – 33.8 

Average Daily Volume 2.061 

Shares Outstanding (m) 6.693 

Market Cap (€ m) 223.5 

Dividend Yield (ntm) 6.08% 

Beta 1.33 

Source: Reuters, Bloomberg, Team Estimates 

 

Nedap NV Share Price Movement 

(Base 20) 

 
Source: Bloomberg, BlackRock 

 

 

Nedap NV EPS against consensus  

 

Source: Bloomberg, Team Estimates 

 

 

 

Road to Cash flow  

Nedap is a Dutch technology company, mainly deploying RFID applications in a 

range of industries including Livestock, Security Management and Retail. We issue a 

BUY recommendation for Nedap with a target price of €47.3 representing a potential 

upside of 41%. Our valuation is based on DCF and multiples valuation. the company’s 

main feature includes its flexibility to enter or exit markets surfing on economic trends, 

technology demand and successful business models. Besides, a recent outsourcing 

plan is expected to reduce Nedap costs, increase gross margin, improve flexibility 

and, ultimately, enhance ROCE. This is the Road to Cash flow: we foresee growth 

opportunities combined with high margin in the coming years. Indeed, we expect 

Nedap to increase its market growth capture thanks to its strategy and restructuring. 

Ending in 2017, we expect high cash flow combined with dividend payout policy of 

100 %. Happy you, (future) shareholders. 
 

Lucrative prospects in the future 
Among Nedap’s business units, Livestock, Security Management and Retail are 

expected to capture significant growth in the coming years. Farmers should see an 

increase in their revenues from an expected milk price rally in 2017e (+20%). Besides, 

due to the current unsecure atmosphere in Europe, the security sector is expected to 

grow at 13% CAGR. Lastly, retail management solution sector exhibits huge potential 

market growth of 40% CAGR. Despite already high R&D investments (11% of sales), we 

compare Nedap to a sleeping beauty with strengths but not having been able to fully 

catch market opportunities. This is where the outsourcing decision is expected to be 

a game-changer going forward. 
 

Restructuring plan to boost flexibility and reduce costs 
Nedap’s decision to outsource its production is the key strategy to increase market 

growth capture thanks to enhanced flexibility. This switch should trigger strong 

potential benefits at different levels. (1) Switch from fixed to variable cost, increasing 

flexibility. (2) Operating cost reduction (+2% of EBITDA margin expected, from 12% 

previously), enhancing ROCE. (3) The total balance sheet should decrease by €10m 

due to lower tangible assets and inventories, reducing capital employed and further 

enhancing ROCE. (4) Higher cash-flow from stronger profit generation and lower 

working capital required. The process should end in 2017, meanwhile, higher 

inventories and working capital will be needed in order to secure customer demand. 

Financial perspectives are clear: we expect ROCE to exceed 27 % by 2018 from an 

average of 14% between 2011 and 2015 thanks to its outsourcing program. 
 

Road to Excellence program 
To successfully complete an outsourcing transition, devotion, skill and excellence are 

required at each level of the firm. Road to excellence is a long-term program that 

started in 2013 and was designed to improve manufacturing processes, product and 

market development for each business unit. The idea behind is to fix the firm's 

weaknesses, reinforce the risk management and take advantage of existing and new 

market opportunities. The main target is to reach higher added value per employee 

(€163k/employee in 2015). Besides, it should bring the needed skill set and efficiency 

to the outsourcing program.  

Key ratios 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Revenue 171.9 173.7 177.2 180.9 191.8 207.5 224.7 248.1 280.0 

EBITDA 25.6 19.9 22.0 21.8 26.8 29.5 32.6 37.0 43.1 

EBITDA Margin 14.9% 11.5% 12.4% 12.0% 14.0% 14.2% 14.5% 14.9% 15.4% 

EPS 2.02 1.47 2.67 0.70 2.35 2.64 3.03 3.53 4.25 

P/E 14.5 20.6 10.0 44.0 14.2 12.6 11.0 9.4 7.8 

EV/EBITDA 8.9 10.7 7.0 9.7 8.9 8.1 7.3 6.4 5.5 

Dividend Yield 4.5% 3.3% 3.8% 3.8% 5.4% 6.1% 9.1% 10.6% 10.4% 
Source: Team estimates 
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Table 1: 2015 Business Units 

Segmentation  

Source: Team Estimates 

 

Figure 1: Evolution of Sales by 

Geographical Regions 2009-2015              

(€ millions) 

 
Source: Nedap annual reports, Team Estimates 

 

 

 

Figure 2: Total Sales Distributed among 

Products & Services from 2012 to 2020e   

(€ millions) 

 
Source: Nedap annual reports, Team Estimates 

 

Figure 3: % Gross Margin Evolution & 

Forecasting from 2007 to 2018e  

 
Source: Nedap annual reports, Team Estimates 

 

 

Business Description 

Nedap at a glance 

Nedap NV is a Dutch firm headquartered in Groenlo. The company operates in the technology 

sector since its creation in 1929 and is listed on the Euronext Amsterdam (AMS) since 1947. It has 

770 employees and is running internationally with offices located in US, China, Dubai, France, UK, 

Germany, Spain and Belgium. Nedap’s mission is “to move markets with technology that 

matters” mainly through RFID tech & software concepts. This slogan represents well their core 

activity, which is to provide complete solution systems that enhance and strengthen 

management in several industries. Nedap’s major competitive strength is built on providing high 

added-value and user-friendly solutions to clients. It offers to solve relevant problems and 

manage customers’ business from A to Z. A complete SWOT analysis is available in Appendix (1). 

The company operates through 8 business units but does not disclose relative sales, margins or 

investments since it doesn’t recognize its units as separated segment as defined in IFRS 8. 

However, thanks to management guidance, the Dutch “schaal van mock”, an analysis of their 

annual reports, we estimated the relative part of the business units (Table 1) in the 2015 revenues 

(Appendix 2). 
 

One core technology for various needs 

The company offers a wide range of solutions through Radio Frequency Identification (RFID). 

Regarding its long experience and strong expertise in this technology, the company completely 

integrates it into its DNA and through the 8 different business units. The major part of the portfolio 

activity weight 61% of sales with the first three BUs, namely; Retail (22%), technology that permits 

to monitor and optimize the merchandizing flow in a secure and accurate way. Livestock 

Management (21%), by providing an automation solution to manage large herds of cows and 

pigs. Security Management (18%), by offering integrated solutions in security needs such as; 

access control, intrusion detection, video and locker management. The remaining 39% of 

turnover is generated by the other business units: ID System & Mobility Solutions, Healthcare, Light 

Control, Staffing Solution and Library.  
 

Customer’s panel and localization 

Nedap provides its products & services mostly in the Euro zone across major countries as 

Netherlands, Germany, United Kingdom, France, or Italy. Around 80% of its business is generated 

by this area (€142.14m over €180.88m of total revenues in 2015). The remaining is realized out of 

Europe as in North America, China or Russia. It is worth mentioning that the compound annual 

sales growth of 10% since 2009 is mostly driven by sales expansion outside the domestic market. 

Indeed, CAGR from 2009 to 2015 of sales in Netherlands was -0.1% against an average of 14% 

abroad (Figure 1). Products are sold through two channels, either to suppliers or directly to end 

users depending on the sector and market-related needs.  
 

Strategy 

Conservative yet determined vision: The Company’s main blueprint is focused on a defensive 

and sustainable organic growth by virtue of the most profitable and attractive segments. No 

aggressive financing, Nedap business model is all about sustainability and long-term vision. Core 

elements of the strategy can be defined as:  

 Track-record of autonomous growth: The Company yearly tracks and targets organic 

growth with several points as; an internal revenue CAGR of 6% for 2016, an operating profit 

of 10% and a ROE of 15-20%. By this autonomous expansion & performance, the firm 

guarantees stability and sustainability in its activity.  

 Redesigning supply chain and products portfolio: The outsourcing program contracted with 

5 strategic suppliers in central Europe, which has started in the beginning of 2016 is expected 

to be finalized at the end of 2017. The program is promising: (1) Switch from fixed to variable 

costs to increase flexibility. (2) Operating cost reduction (+2% of EBITDA margin), enhancing 

ROCE. (3) The total balance sheet should decrease by 10 €m due to lower tangible assets 

and inventories, reducing capital employed and further enhancing ROCE. Besides, the 

company is transferring a considerable part of its manufacturing volume which unlocks itself 

to more flexibility and enables to capture more market growth. All this changes will have 

heavy positive impacts on future cash flow and ROCE from 2018 (Appendix 7.7). 

 Focus on the service rather than the hardware: At first considered as a technology provider, 

Nedap is more and more focusing on the service side. Indeed, the company increasingly 

expands the number of subscriptions and wants to take profit of its deep expertise in Rfid 

technology. This higher-margin service segment is expected to grow annually by around 

10% while lower-margin products by 5% since 2016e to 2020e (Figure 2). This strategy 

improves margin due to lower cost of material required. 

 Added value maximization of activity portfolio: Nedap operates and focuses principally on 

niche market segments. A combination of an attractive gross margin (68.7 % in 2015 and 

detailed in Figure 3) as well as high added value per employee (€163k in 2015), are at the 

heart of every business decision within the company. To reach its objective of growing 

added value, the company launched a “Road to excellence program” in 2013 in order to 

ensure an optimization of every business processes. It is enhanced by clear targets and 

corporate governance. Besides, the Energy Systems business unit was abandoned in 2016, 

in response to poor prospects and fierce competition in the field. This decision confirms the 

concern towards performance and enhances the flexibility of the company. 
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Figure 4: Shareholding Structure  

 
Source: Nedap annual reports 

 

Table 2: Corporate Governance Scoring 

Grade 

C.G Code Principles Scoring 

Grade 
Compliance with the Code  8.5/10 

Management Board 8.1/10 

Supervisory Board 7.5/10 

Relation with Shareholders 7.3/10 

Auditing  7.0/10 

Total  7.7/10 

Source: Team Estimates 
 

Figure 5: Core Values 

 
Source: Team Estimates 

 

Table 3: CSR 

CSR Issues  CSR Nedap  

Environmental Care Environmentally- 

friendly packaging. 

Safety in Product 

Development 

High level of quality, 

safety. 

Employee 

Considerations 

Everyone is treated 

fairly.  

Source: Team Estimates 

Figure 6: RFID System Application in Retail 

Sector as Anti-Theft Solution 

 

Figure 7: Total RFID Market Growth from 

2013 to 2020e ($ billion) 

 
Source: IDTechEX 

Corporate Management & Governance 

Corporate governance scoring grade 

The executive management team is one of Nedap key success factors. Smaller companies such 

as Nedap usually have a different set-up from large listed firms. The board of directors consists 

solely of the CEO Wegman and CFO Urff. Supervisory board includes four highly educated and 

experienced members. In terms of corporate governance, Nedap is highly rated with global 

scoring grade of 7.7 (Table 2). More details are available in Appendix (3).  
 

Corporate governance structure 

 Board: Nedap has adopted a two-tier board structure. Operating and monitoring 

functions are split between Management and Supervisory boards. The Management 

board is taking care of the day-to-day operating activities while the Supervisory board 

supervises the board of directors. 

 Shareholding: Insider-dominated CG system. The company is owned and controlled by 

small number of major shareholders (institutional and public). Nedap’s dividend policy 

is well aligned with the company’s long-term success. Profits are paid out to 

shareholders in their entirety (Figure 4). 

 Voting rights: One vote per share voting policy. No specific restrictions on voting rights 

have been mentioned. 

 Remuneration policies: Compensation packages are function of a fixed and variable 

component closely related to Nedap financial performance goal. At least 50% of the 

variable incomes depend on company’s long-term performance.  No bonus policy if 

financial targets are not reached. 
 

Corporate culture 

Nedap is all about moving markets with technology that matters. The business has focused on 

organic and autonomous growth, which is subject to fewer risks than acquisition-driven growth. 

Entrepreneurship and personal responsibility play a key part in Nedap’s corporate culture DNA. 

Nedap’s competitiveness hinges greatly on the talent and creativity of its employees. Respect, 

professionalism and integrity are essential at Nedap. Managers meet and discuss with 

employees on a daily basis. Nedap Management insists that what makes Nedap different is first 

and foremost, the corporate culture. A supportive culture promotes sustainable business and 

long-term success. Core values include safety, simplicity, team spirit, integrity, professionalism, 

passion and pioneering (Figure 5).  
 

Social aspects of doing business at Nedap 

Corporate social responsibility (CSR), social and sustainable aspects of doing business are deep 

embedded in Nedap corporate culture DNA. A natural part of Nedap objective is to develop 

and supply smart technological solutions to socially relevant problems, including sufficient food, 

clean drinking water, sustainable energy, security and healthcare. Great attention is paying to 

CSR matters: every business decision involves weighting up the various stakeholders’ interests. 

Nedap Management always strives for a good balance between financial performance, social 

interests and environmental care. Sustainable business model favors sustainable and long-term 

growth thereby creating shared value. Nedap Management likes to think of business as a smart 

way to improve human being life conditions. The company’s long-term strategy aims to bring 

good to stakeholders (including shareholders) and society (Table 3). 
 

Road to excellence 

The road to excellence program enables Nedap to match the strategy with its corporate culture. 

The aim is to focus on process improvement at every operational level in order to maximize value 

and ensure long-term success. It also enhances product quality taking care of environment. But 

what does it mean on a day to day basis? It is a precise monitoring of operational processes on 

the whole value chain. Staff has clear efficiency targets, which are demanding but enhances 

employee talents. We see this program as key driver for the restructuring success. 
 

Industry Overview 

Radio Frequency Identification  

RFID stands for “Radio Frequency IDentification” or UHF for “Ultra High Frequency”. These 

technologies are based on electromagnetic fields (radio waves) transmission of identification 

information. Coupled to tags or chips, the memory device permits to track and identify a subject. 

This one could be animate (humans, farm animals…) or inanimate (consumer’s goods, cars…) 

(Appendix 4). Nowadays, this technology is very popular and used by many industries. We can 

find it in commerce (food, non-food products, retail sector…) (Figure 6), access control 

(entrance badges, security management), transport & logistic (cars, parking…), farm sector 

(animal identification…).  
 

Steady market growth expectations 

Total market for Radio Frequency Identification is expected to increase from $8.8bn in 2013 to 

$13.2bn in 2020, which represents an attractive CAGR of 5.9% (Figure 7). This expansion could be 

explained by digitalization and prevalent applications of ICT (Information & Communication 

Technology) to multiple industries. Indeed, regarding the increasing complexity and need for 

control, this tech establishes itself as a universal solver.   

 

13.45%

8.20%

5.06%

6.34%

3.36%

15.11%

48.48%

Delta Lloyd Asset

Management NV

ASR Nederland NV

(Investment

company)
TKH Group NV

Kempen Capital

Management NV

Add Value Fund

Management BV

Cross Options

Beheer BV

SAFETY

SIMPLICITY

ONE TEAM

INTEGRITYPROFESSIONALISM

PASSION

PIONEERING

8.8
9.5 10.1

10.7 11.4 12.0 12.6 13.2

2
0
1

3

2
0
1

4

2
0
1

5

2
0
1

6
e

2
0
1

7
e

2
0
1

8
e

2
0
1

9
e

2
0
2

0
e



  

4 

 

 

Figure 8: RFID Retail Market 2014-2020e 

($ billion) 

 
Source: Frost & Sullivan 

 

 

Figure 9: EU Raw Milk Price (€/100 liters) 

 
Source: European Milk Market Observatory  

 

 

 

Figure 10: Europe Homeland Security & 

Public Safety Market ($ billion) 

 
Source: Homeland Security Market Research 

 

 

 

 

Figure 11: Porter’s Five Forces Analysis  

 
Source: Team Estimates 

 

 

 

 

Sector consolidation under the spotlight 

Due to promising prospects and the expected growth of RFID, the sector is facing a wave of 

consolidation. Indeed, Advent International has announced in September the acquisition of 

Safran Identity & Security (identity management, secure transactions and public security 

solutions) for €2.4bn, with a 21% premium. More recently (December 22nd 2016), Panasonic 

Corporation announced the acquisition of a majority stake (51.92%) in Zetes Industries SA 

(identification and communication solutions). This latter deal was announced with a 19% 

premium. This consolidation wave enhances the growing need for scalability in order to foster 

flexibility, which is precisely Nedap’s intention with its outsourcing program. 
 

Market landscape varying from a Business unit to another 

Expert in RFID technology (40 years) and its derivatives (UHF, NFC…), Nedap has established itself 

as a pioneer and leader in multiple market niches. The rivalry within RFID varies from a market to 

another. For example, Retail, Mobility, and Library sectors, are marked by fiercer competition 

with companies owning large part of market shares. Other segments such as Security 

Management and Livestock Management are fragmented markets with numerous competitors 

and lower market shares. Nedap has a highly-diversified portfolio of activities. We focus on RFID 

tech criteria and identified a list of peer companies (Appendix 6) that have, like Nedap, 

implemented RFID Tech as a key element in their core business.  
 

Promising market prospects 

The market analysis will cover the three most important business units of the company that have 

totally different drivers: Retail, Livestock Management (both 20+ years of experience) and 

Security Management. More details on every Business unit expectations are available in 

Appendix (2). 
 

 Retail (22%): According to "Analysis of the Global RFID Market in Retail” from Frost & 

Sullivan's, the total RFID market for retail sector is expected to grow from $738m in 2014 

to $5.4bn in 2020. This strong increase could be translated by a CAGR of 40% (Figure 8). 

This strong prospect is mainly explained by increasing traceability & transparency needs 

throughout the supply chain. Indeed, as for food & non-foods products, regulatory 

emphasis on production disclosure requirements is becoming widespread. The 

expansion of e-commerce also requires more tracing & tracking. In addition, RFID tech 

has a major benefit as a powerful device able to strengthen security used in antitheft 

solution and stock management and loss prevention. For example, theft across 24 

countries between 2014-2015 represented a loss of around $123.4bn (Global Retail Theft 

Barometer). This amount could be reduced with the use of RFID. As a conclusion, retail 

represents a huge RFID opportunity (details in Appendix 2.1). 
 

 Livestock Management (21%): Nedap provides solutions allowing farmers to accurately 

manage pigs & dairy herds, by controlling and monitoring their healthcare as well as the 

production. The main reason of the sales decline in 2015 is the low price of milk (-14%) 

that has put pressures on farmers and decreased their willingness to invest. Actually, the 

high volatility of milk price depends on changing market regulations (e.g. quota 

suppression in 2015). However, margin pressure accelerates the long-term globalization 

and the trend towards increased scale of herds. It suggests an opportunity for greater 

demand for automation and Nedap products in the future. Besides, milk price already 

recovered in the fourth quarter of 2016 (15.6% for EU and 6.9% for US) and is expected to 

continue to do so in 2017 This is also explained by the cyclicality of the milk (Figure 9). 

Indeed, the price pressure of the last 2 years triggered an exit of non-profitable farmers. 
 

 Security Management (18%): Through its integrated security management platform 

called AEOS, Nedap provides accommodative solutions with access control, intrusion 

detection, video management and locker management. The global security context is 

the major driver of this business unit. Indeed, the underlying climate due to the terror 

threat and the migration crisis force the euro zone to overhaul itself regarding its 

safeness. According to “European Homeland Security & Public Safety Technologies & 

Markets – 2016-2022”, the expenditures in this topic should raise from $87.7bn in 2016 to 

$145.7bn in 2020 through a sustaining CAGR of 13.4% (Figure 10). In addition to that, we 

have to highlight the overall trend due to the globalization and complexity in 

corporations and publics projects (details in Appendix 2.3). 
 

Competitive Positioning 

One competitive advantage of Nedap lies in its ability to offer integrated & customable solutions 

to its client. Everything in Nedap is interconnected: a lot of synergies between the various 

business units are needed to ensure completeness of solution proposed to customers. Business 

model focuses on four pillars; communication technology, connected devices, software 

architecture and user experience. Great vision and lots of expertise enable Nedap to always 

catch up with new market trends and clients. The company really makes a difference on 

software & intelligence applications of tangible material by its ability to associate, for instance, 

retail solutions (stock management & loss prevention, electronic article surveillance) with access 

control for employee, staff level monitoring, integrated software control. This expanded 

coverage by combining diverse competences permits the firm to achieve more revenues. On 

customer side, it enables the clients to avoid administration of several contracts & partners to a 

unique one. Furthermore, they gain in simplicity and coordination. Porter’s five forces analysis 

(Figure 11) is further detailed in Appendix (5). 
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Table 4: Target Price Breakdown (€) 

Target Price 

Valuation DCF Trading M&A 

Estimated Price (€)  49.6 43.4 46.8 

Weights 50% 25% 25% 

Target Price              47.3  

Current Price              33.4  

Upside Potential               41.5%  

Source: Team Estimates 

 

 

Figure 12: SWOT Analysis 

 
Source: Team Estimates 

 
Figure 13: FCF Estimates (€ millions) 

 
Source: Team Estimates 

 
Figure 14: Added Value/Employee (€ 

thousands)  

 
        Source: Factset and Team Estimates 

 

 
Table 5: 2016e Multiples Comparison 

 
EV/ 

EBITDA P/E 

Div 

Yield 

Peers Median 11.3 17.7 2.3% 

Nedap 9.3 14.2 5.4% 

3-year Nedap 

Average 
9.1 24.9 3.6% 

Premium vs Peers  -17.3% -19.7% 133.8% 

Premium vs 

Historical 
2.1% -42.9% 47.4% 

Source: Factset, Bloomberg, Team Estimates 

Investment Summary 

We issue a BUY recommendation for Nedap with a target price of €47.3€ (Table 4) representing 

a potential upside of 41%.  Our valuation is based on a DCF and a peer multiple-based valuation 

method. The main feature of the company roots in its flexibility to enter or exit markets surfing on 

economic and technology trends. The outsourcing plan is expected to reduce Nedap costs, 

increase gross margins, boost ROCE and improve flexibility. Road to Cash flow: we foresee 

growth opportunities combined with high margins in the next coming years. Nedap has only 

caught a small portion of growth but the outsourcing program should reinforce its capacity to 

capture additional growth. With the restructuring ending in 2017, we expect high cash flow 

combined with dividend payout policy of 100 %. Happy you, (future) shareholders. 
 

Lucrative prospects in the future 

Among Nedap’s business units, Livestock, Security Management and Retail are expected to 

capture significant growth in the coming years. In Livestock, farmers should see an increase in 

their revenues from an expected milk price rally in 2017e (+20%). Increasing revenues mean 

farmers should be eager to invest and improve their infrastructure. Besides, bigger size of the 

farms should secure recurring revenues for Nedap as farmers are likely to benefit from Nedap’s 

scalable product propositions. In Security Management, both public and private expenditures 

are on the rise and are expected to continue to grow steadily. Due to the current unsecure 

atmosphere in Europe, the sector is expected to grow at 13% CAGR. Nedap should benefit from 

this rising expenditure as the company provides a wide range of solutions in Security 

Management. Lastly, the retail management solution market is expected to grow by 40% CAGR. 

Indeed, e-commerce expansion, traceability & transparency improvements and retail security 

provide good prospects in that market. Finally, despite already high R&D investment (11% of 

sales), we compare Nedap to a sleeping beauty with strengths but not having been able to fully 

catch market opportunities. (Figure 12) This is where the outsourcing decision is expected to be 

a game-changer going forward. 
 

Restructuring plan to boost flexibility and reduce costs 

Nedap’s decision to outsource its production in Central Europe is the key strategy to improve 

market growth capture thanks to enhanced flexibility. The main consequences are an 

improvement of margins, a decrease of working capital and, hence, an improved ROCE. More 

precisely, this switch should trigger strong potential benefit at different levels. (1) Switch from fixed 

to variable cost, leading to increased flexibility. (2) Operating cost reduction (+2% of EBITDA 

margin expected, from 12% previously), enhancing ROCE. (3) The total balance sheet should 

decrease by 10 €m due to lower tangible assets and inventories, reducing capital employed 

and further enhancing ROCE. (4) Higher cash-flow from stronger profit generation and lower 

working capital required. The process should end in 2017, meanwhile, higher inventories and 

working capital will be needed in order to secure customer demand. Financial perspectives are 

clear: we expect ROCE to exceed 27 % by 2018 from an average of 14% between 2011 and 

2015 thanks to its successful outsourcing program. Indeed, the production outsourcing should 

reap full benefits in 2018 and this is clearly reflected our FCF forecast (Figure 13). Development 

and expansion of a leading market position is a lengthy process, and one that requires plenty of 

determination and skills. Nedap has built a solid financial foundation: a fortified balance sheet 

and confidence in the long-term success of the company. The organization’s vigor and its ability 

to take difficult decisions are key factors that contribute to our investment recommendation. 
 

Road to Excellence program 

To successfully complete an outsourcing transition, devotion, skill and excellence are required at 

each level of the firm. The Road to Excellence is a long-term program that started in 2013 and 

was designed to improve manufacturing processes, product and market development for each 

business unit. The idea behind is to fix the firm's weaknesses, reinforce risk management and take 

advantage of existing and new market opportunities. The main target is to reach high added 

value per employee (we aim for €193k/employee in 2018e from €163k in 2015). Besides, it should 

bring the needed skill set and efficiency to the outsourcing program. The outsourcing program 

itself should foster added value per employee thanks to improved gross margin. (Figure 14) 
 

Valuation Methods 

Nedap is trading at a 17% discount on EV/EBITDA 2016e against its peers (Table 5). The stock 

trades at 14.2 P/E 2016e, which is a discount to peers (20%), although offering a much higher 

dividend yield. To assess whether Nedap low multiples are due to underperformance or 

undervaluation, different valuation methods have been considered. We obtained our target 

price of €47.3 by combining the Discounted Cash Flow valuation method to the 2017e peer 

multiples. The first valuation method relies on growing free cash flow and is mainly influenced by 

post-2018e cash flow since the company is expected to end its transition by the end of 2017 

(Figure 13). We computed free cash flow based on the economic and business outlook, the 

company’s strategy and the impact of the production outsourcing program. We computed a 

WACC of 8.24% and used a long-term growth rate of 2%. The second valuation method is based 

on EV/EBITDA multiples and on recent M&A transaction multiples in the sector (Appendix 9.3). 
 

Investment Risks 

Nedap risk taxonomy suggests operational and legal risks are far more important than financial 

risks. A conservative strategy justifies to some extent a lower risk appetite. A fortified balance 

sheet and availability of cash: Nedap has everything to support long-term success. The company 

risk profile suggests expected returns outweigh risks. Strong risk management at Nedap enables 

the firm to successfully handle risks inherent to business. Besides, risks inherent to valuation and 

forecasting activities with respect to DCF assumptions are discussed further. To mitigate those 

valuation risks, we forecast different share price outcomes with a sensitive matrix relying on 

different WACC levels and long-term growth rates, a second sensitivity analysis is based on 

different weights put on the DCF valuation method and a third one with different median peers-

based multiples (Appendix 8.1). 
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Figure 15: 5-year Average (2011-15) 

Ratios Analysis 

 
Source: Factset, Team Estimates 

 

Figure 16: Margin Trends Overview 

 
Source: Nedap annual reports, Team Estimates 

 

Figure 17: Evolution of ROCE (%) and its 

Main Components (€ millions) 

 
Source: Nedap annual reports, Team Estimates 
 

Figure 18: Evolution of the dividend per 

share and the Payout ratio (%) 

 
Source: Nedap annual reports, Team estimates 

Financial Analysis 

Table 6: Main financial ratios 

RATIOS 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Profitability                     

Gross Margin 67% 69% 68% 70% 69% 71% 72% 73% 73% 73% 

EBITDA 14% 15% 11% 12% 12% 14% 14% 15% 15% 15% 

Net profit margin 7% 8% 6% 10% 3% 8% 9% 9% 10% 10% 

ROE 23% 21% 18% 32% 9% 26% 27% 28% 31% 35% 

ROA 9% 10% 8% 16% 4% 13% 15% 18% 20% 22% 

ROCE 14% 16% 12% 24% 5% 20% 22% 27% 31% 35% 

Activity (days)                     

DIO 181 191 175 169 155 176 182 148 117 116 

DSO 75 76 72 61 63 63 63 63 63 63 

DPO 131 140 138 181 146 160 175 190 190 190 

Cash conversion 125 127 109 49 73 78 69 21 - - 

Financial leverage                      

Net debt 36.0 31.3 33.7 17.5 18.7 14.9 14.0 -0.8 -1.6 -2.6 

Debt ratio 0.5 0.5 0.4 0.5 0.5 0.5 0.4 0.4 0.4 0.4 

Debt to equity 1.2 1.1 1.3 1.0 1.1 0.9 0.8 0.6 0.6 0.6 

Financial coverage                     

Net Debt/EBITDA 1.6 1.2 1.7 0.8 0.9 0.6 0.5 0.0 0.0 -0.1 

Interest coverage 10.3 22.9 13.2 6.1 25.4 60.7 71.0 - - - 

Shareholder ratio                     

DPS 1.38 1.51 1.10 1.25 1.28 1.78 2.02 3.03 3.53 3.45 

Payout ratio 84% 75% 75% 47% 184% 76% 77% 100% 100% 81% 
Source: Nedap annual reports, Team Estimates 

Historical analysis 
Income statement, balance sheet and Cash flow statement have been computed for more 

accounting item details (See appendix 8) 
 

Strong performance compared to its peers 

The table 6 above gives an overview of the different financial ratios of the company. We also 

did a benchmarking exercise, comparing Nedap’s performance to its peers (Appendix 7.8). We 

observed (Figure 15) that Nedap outperforms its peers in profitability (67% higher). The average 

leverage and coverage ratios are also better (respectively 25% and 42% higher). However, 

Nedap underperforms in terms of liquidity (-32%) since its peers have on average higher working 

capital. Finally, taking the forecast ratios on a 5-year average shows that every component 

should improve in the future and enhance the company’s healthy financial situation. 
 

Sleeping beauty 

Despite its high profitability compared to its peers, revenue growth was slower since 2013 mainly 

due to the impact of the low milk price, the focus on its new excellence program and a highly 

competitive market. Nevertheless, the company enjoyed strong EBITDA margins for the last 4 

years (between 11% and 14%). The high net income margin of 10.1 % in 2014 was impacted by 

the pension fund settlement yielding an extraordinary profit of €18.3m. Indeed, the pre-tax 

margin without non-recurring results reaches 2.4% in 2014. On the contrary, the particularly low 

net margin income of 2.3% in 2015 was due to extraordinary cost of €7.1m coming from the 

restructuring plan (Figure 16). Actually, the pre-tax margin without non-recurring results reaches 

5.9% in 2015. 
 

Unlevered and decreasing balance sheet 

The total balance sheet experienced a decrease of 4.5% annually over the last 4 years. The main 

reasons are divestments due to the energy business unit phasing out and high cash inflow from 

the pension fund settlement. This cash allowed the company to pay back debt and decrease 

net debt (debt to equity ratio of 0.98 in 2014). Finally, the ROCE reached 24% in 2014 due to a 

large decrease of the working capital and fixed asset (Figure 17). It fell to 5% due to the 

restructuring cost in 2015. However, without restructuring costs, the ROCE would stand at 14.7% 

in 2015. 
 

Stable dividend in stormy cash flows 

2014 experienced high cash-flow due to profit from pension plan cashed in that will only be paid 

to employee in 2015. In the same path, 2015 was a complicated year in term of cash-flow due 

to pension plan payment to employee and to high one-off cost of €9.1m from restructuring plan. 

However, the company dividend policy is straightforward: a target of 45 % solvency ratio and 

100 % payout when possible. In addition to this policy, the company does not have a time-frame 

to reach the solvency goal. Therefore, the company is accustomed to pay high dividends even 

reaching a payout ratio of 184% in 2015. Despite a low profit of €4m, the Board shows that it cares 

for its shareholders and does not hesitate to withdraw in reserves if necessary. This strategy may 

seem dangerous but the company benefits from high cash flows and enough level of reserves. 

(Appendix 7.2.)  This is why dividend per share was stable last 4 years (between €1.1 and €1.5 per 

share). (Figure 18) 
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Table 7: Nedap Growth Expectations (%) 

Year 2016e 17e 18e 19e 20e 

Market 

growth 
13% 18% 17% 19% 21% 

Market 

capture 
45% 45% 50% 55% 60% 

Revenue 192 208 225 248 280 

Nedap 

growth  
6% 8% 8% 10% 13% 

Source: Team Estimates 

 

 
Figure 19: Gross Margin Evolution (%), 

Volume of Revenue and Cost of 

Materials (€millions) 

 
Source: Nedap annual reports, Team Estimates 

 

 

Figure 20: % Key Elements of Working 

Capital Evolution (€ millions) 

 
Source: Nedap annual reports, Team Estimates 

 

 

Figure 21: Unlevered Cash Flow 

Forecasted (€ millions) 

 
Source: Team Estimates 

 
 
 

 

 
Future analysis 
Increasing growth due to more flexibility 

Our industry analysis gives a good overview of market trends for the different business units. Good 

growth expectations regarding retail market and drivers such as milk price and domestic security 

expenditures drive the market CAGR (13% in 2016e). For example, we expect the livestock 

management activities to grow by 5 % in 2016 and 20 % in 2017 due to a milk price increase 

initiated in 2016. (More details on growth expectations in Appendix 2.2. and 7.4.) The 

conservative strategy of the company and its focus on added-value and margin prevented it 

to fully capture these opportunities in the past. But thanks to its outsourcing program, we expect 

the company to capture 45% of the market growth in 2016e. Combined with an expected 

increase of milk price and its constant R&D investment of 11%, we expect a revenue increase of 

6 % which is already consistent with half-year figures. Besides, we expect the company to foster 

its outsourcing which would trigger higher market growth capture in the future. (Table 7) 

 

Margins improvement driven by scale economy and restructuring program 

Gross margin improvement (Figure 19) is mainly driven by a restructuring program triggering a 

switch from cost of material to subcontracting cost and by the increasing share of higher-margin 

services sales. This gross margin improvement is spread between 2016e (71%), 2017e (72%) and 

2018e (73%). It also supports the company strategy of maximizing added value per employee. 

Besides, due to economies of scale, implying lower total cost, the EBITDA margin is expected to 

jump to 14.2 % (from 13% on average between 2011-15). Finally, lower reinvestment and lower 

depreciation imply growing operating margin to 9.9 % (from 8% on average in the past). Indeed, 

EBIT margin is expected to grow faster than EBITDA due to low depreciation growth coming from 

outsourcing program. 

 

Net working capital to improve from 2018 

The company should see its net working capital increase in 2016 and 2017 (by respectively 13% 

and 15%). As percentage of sales, it means an increase from 13.4 % to 14.4 % in 2015 and to 15.2 

% in 2016. Indeed, the restructuring program requires a transition phase with high level of 

inventories to respond to customer requests and to maintain supply chain flexibility. Actually, the 

working capital is expected to decrease by 16 % from 2017 to 2018 (Figure 20). It means a fall to 

11.8 % as percentage of sales. In the same path, the decrease is triggered by the lower inventory 

linked to the end of the transition phase. (see appendix Balance sheet assumption). This forecast 

is actually consistent with management guidance, which is expecting a decrease of the total 

balance sheet of €10m (Total assets of 113.2m in 2018 compared to 110.9m in 2015) from its 

restructuring program. This is coupled with an increase of account payable of 11 % CAGR due 

to good credit term negotiated with the 5 major suppliers dealing with the outsourced products. 

Indeed, we expect an increase of 15 days outstanding in 2016, 2017 and 2018.  
 

Stable fixed assets 

We also expect net balance sheet value of fixed asset to stay steady due to stable operating 

investment. Indeed, the company will limit its investment to the current production in order to 

keep efficient supply chain with qualitative products. However, we do not expect investments 

for further capacity extensions. Besides, intangible assets are expected to decrease since the 

main part (97%) of R&D investments are directly put in P/L. 
 

Booming ROCE 

Higher operating margins, lower fixed assets and lower working capital should have a positive 

impact on ROCE. We expect it to reach 20% in 2016e and 35% in 2020e (Table 6). It is far above 

the WACC of 8.2% that we computed (See Valuation). It is also highly improved regarding the 

average level of 2011-2015 of 14.2%. Therefore, the company is expected to create significant 

shareholder value in the coming years.  
  

Conservative and unlevered balance sheet 

Nedap’s strategy to grow organically allows the company to rely on its strong cash flow to make 

investments. It is as clear in the balance sheet as in the management guidance that Nedap 

should not face funding issues and has strong credit facilities that enables the company to pay 

low interest, and a great freedom in short-term borrowing. The company benefits from bank 

overdrafts as well as long-term borrowing facilities. Besides, we expect the net debt to turn to 

net cash in 2018e thanks to high cash-flow. This is why the debt ratio which includes operational 

liabilities such as account payables should reach 0.4 in 2018e  

 

Reliable cash-flow machine  

Despite the outsourcing transition which is initially cash flow demanding, we expect a dividend 

payment of €12m (€1.78/share), which highlight to investors management’s confidence. The 

company could still improve solvency ratio and reach 41.5 %. The restructuring plan aims to reap 

the full benefits of the changes from 2018e. It is clearly highlighted in the cash-flow forecast with 

an increase in unlevered cash flow of 92 % in 2018e to €29m (Figure 21). Generated cash-flow 

will allow the company to pay a large part of its debt in 2018e. Besides, due to lower balance 

sheet in 2018e, solvency ratio should improve and the company should be able to payout 100 

% of profits.  
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Table 8: 2017e Comparison 

  
EV/EBITDA P/E 

Target 

Price 

Consensus 9.0 14.5 36.0 

Team 

Estimates 
8.5 12.6 47.3  

Premium -6.0% -13.2% 31.4% 

Source: Factset, Bloomberg, Team Estimates 

 

Table 9: 5-year (2011-15) Average 

Comparison 

Company Nedap NV Peers Median 

EV/EBITDA 8.8 9.6 

EV/Sales 1.2 1.2 

P/E 20.3 23.8 

Net Margin 6.7% 5.2% 

Source: Factset, Bloomberg, Team Estimates 

 

Figure 22: Multiples Forecast Comparison 

 
Source: Factset, Team Estimates 

 

Figure 23: Free Cash Flow Drivers            

(€ millions) 

 
Source: Team Estimates 

 

Table 11: WACC Assumptions 

WACC Computation 

Risk-Free Rate 0.68% 

Beta 1.33 

Market Risk Premium 6.50% 

Cost of Equity 9.33% 

Pre-Tax Cost of Debt 1.38% 

Marginal Tax Rate 25% 

Cost of Debt, Post-Tax 1.03% 

Weight of Equity 86.97% 

Weight of Debt 13.03% 

WACC 8.24% 

Source: Team Estimates 

Valuation 

Our Buy recommendation with a €47.3 target price (31% higher than the consensus target price 

from Factset) based on different valuation tools relying on strong cash flow generation (Figure 

18) influencing forecast multiples (Table 8) through lower Net Debt (Table 6) and improving 

EBIDTA margins (Appendix 7.1). 

 

Benchmarking 

Historically (Table 9), Nedap has traded on average at a discount to the sector on P/E (-15%) 

and also on EV/EBTIDA (-8%), despite delivering higher net margins (28% premium) compared to 

its peers. Looking at the forecast multiples (Figure 22), these trends persist based on the current 

share price. Our benchmarking exercise and our valuation analysis suggest that a discount is 

unjustified. The three valuation methods that we have applied should provide an accurate 

valuation for the company. The Discounted Cash Flow (DCF) model focuses on free cash flow 

generation, whereas the peer trading multiple (EV/EBITDA) and the M&A transaction multiple in 

the RFID industry (Panasonic Corp. bid on Zetes Industries SA on 22 December 2016) give us 

relative approaches. These three methods enhance, in our view, the accuracy of the valuation 

and reduces the risk of bias. At the end, we arrive at a target price of €47.3, which supports our 

buy recommendation as it would yield 41% share price upside potential. 

 

DCF Valuation 
A discounted cash flow analysis was used to estimate the intrinsic value of Nedap’s share price 

by aligning forecast cash flow with expected growth and capital structure of the company. To 

do so, we first forecast the next five years’ cash flow and then discounted them at the WACC. 

The terminal value of the DCF is based on the mean of the 5 forecast FCF with the same cost of 

capital and a long-term growth rate equivalent to the European inflation target of 2%. 50% of 

our valuation is derived from this method given Nedap’s profile, which make it less comparable 

to peers (e.g. organic growth based, aggressive dividend policy, etc.).  

 

Unlevered free cash flow 

Based on financial analysis, we computed unlevered free cash flow to the firm (See Appendix 

7.7). Actually, there are three main drivers for the cash flow (Figure 23): 

 

 Adjusted net income is based on constant growth of revenue with higher gross margin. 

The company will achieve economies of scale thanks to its restructuring program, high 

supplier bargaining power, and lower overheard cost per unit. (See appendix 7.4: Income 

statement assumption) 

 Change in net working capital will be negative in the 2 first forecast years due to the 

restructuring transition phase that will require higher inventories. However, high operating 

cash flow will be generated in 2018 due to the end of the implementation plan. Besides, 

overall accommodative supplier credits were negotiated and have a positive impact on 

the working capital. (See appendix 7.5: Balance sheet assumption) 

 Lower required investments due to outsourced production. Indeed, fixed asset are not 

expected to grow since the company will rely on more outsourcing to achieve its revenues 

growth. (See appendix 7.5: Balance sheet assumption) 

 
Therefore, we forecast sustainable free cash flow that will be mainly used to pay dividend. It is 

also characterized by high FCF of €29m in 2018e. (Table 10). 

Table 10: DCF Cash Flow Decomposition 

In Euro Millions 2016e 2017e 2018e 2019e 2020e Terminal Value 

Free Cash-Flow 13.0 15.0 28.9 24.1 28.6 21.9 

WACC  8.24% 8.24% 8.24% 8.24%   

Discount Rate 1 1.08 1.17 1.27 1.37   

PV of FCF 13.0 13.9 24.6 19.0 20.9 255.6 

Source: Team Estimates 

Weighted Average Cost of Capital Assumptions 

For the Weighted Average Cost of Capital (WACC) computation (Table 11), we based our 

calculation on the following assumptions, detailed in Appendix 8: 

 The Risk-Free Rate is considered as the current 10-year government bond spread from 

Netherlands (0.18%) since most of the company operations are located there plus the 

2020 interest rate forecast (0.50%). 

 The Beta is based on NYU Stern School of Business Beta Calculation for the US Software 

(System & Application) sector. This is probably a high Beta regarding the market profile 

of Nedap. However, we prefer being careful and not underestimate the WACC. 

 The Market Risk Premium is based on KPMG Netherlands recommendation on risk 

premium for mature countries (6.5%) as per 30th of September 2016. 

 The Pre-Tax Cost of Debt is computed based on Nedap 2015 financial debts (Table 13). 

The Euribor rate taken for this computation is the 12 months’ (which is currently at -

0.081%). 

 The Marginal Tax Rate is the Netherlands current corporate marginal tax rate (25%). 

 The Capital Structure is based on an average from the current and the target capital 

structure of the company.  
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Table 12: Intrinsic Value from DCF 

Price from DCF 

PV of FCF (€ m) 91.3 

PV of Terminal Value (€ m) 255.6 

Market Value of Net Debt (€ m) 15.2 

Net Discounted Cash Flow (€ m) 331.7 

# of Common Shares (millions) 6.693 

Intrinsic Value (€) 49.6 

Source: Team Estimates 

 

 

Figure 24: 5-year Nedap EV/EBITDA 

Comparison to Peers 

 
Source: Bloomberg, Factset 

 

 

Table 14: Implied Share Price from M&A 

Multiple 

M&A Transaction Multiple 

M&A EV/EBITDA 11.0 

Nedap est. EBITDA (€ m) 29.5 

Theoretical EV (€ m) 324.5 

Est. Net Debt (€ m) 11.4 

Equity Value (€ m) 313.1 

Shares Outstanding (millions) 6.693 

Implied Share Price (€) 46.8 

Source: Factset, Team Estimates 

 

 

 

Table 15: Implied Share Price from 

Trading Multiple 

Trading Multiple 

Median EV/EBITDA 10.2 

Nedap est. EBITDA (€ m) 29.5 

Theoretical EV (€ m) 301.7 

Est. Net Debt (€ m) 11.4 

Equity Value (€ m) 290.3 

Shares Outstanding (millions) 6.693 

Implied Share Price (€) 43.4 

Source: Bloomberg, Factset, Team Estimates 

 

 

 

Table 16: Target Price Breakdown 

Target Price 

Valuation DCF Trading M&A 

Estimated Price (€) 49.6 43.4 46.8 

Weights 50% 25% 25% 

Target Price (€) 47.3  

Current Price (€) 33.5  

Upside Potential 41.5%  

Source: Team Estimates 
 

 

Combined with the cash flows estimated in the Financial Analysis and the assumption that the 

shares outstanding will remain the same (as it hasn’t fluctuated for more than 25 years and there 

are no financing needs expected in the future), we arrived at an intrinsic value of €49.6 (Table 

12). In addition to the DCF valuation method we worked on two relative pricing approaches 

with comparable firms: trading and M&A transaction multiples. Actually, the DCF valuation 

requires numerous assumptions (cash flow, WACC, growth rate…) Therefore, adding multiple 

valuations to the DCF allows for more accuracy. 
 

Table 13: 2015 Financial Debts 

NEDAP 2015 Cost of Debt 

Type Maturity Rate Amount (€ Millions) Weight Cost 

Standby Roll-over 2019 Euribor+1.6% 14 86.37% 1.31% 

Bank Loan 2016 Euribor+0.5% 1.675 10.33% 0.04% 

Annuity Loan 2021 Euribor+0.8% 0.534 3.29% 0.02% 

Source: Nedap 2015 Annual Report, Team Estimates 

Multiples Valuation 
Peers Selection  

Due to the complexity of the company’s diversity of activities (i.e. Livestock Management, Retail, 

Security management, etc.) and the inability to break them down properly, peers were selected 

based on the main technology used by Nedap (i.e. Radio Frequency Identification). The next 

criteria to assess accuracy of the fit with peers are the historical multiples, such as EV/EBITDA ratio 

(Figure 24), Price/Earnings ratio, as well as our benchmarking exercise (margins, growths and the 

market size, with capitalization ranging from €200m to €7bn) (Appendix 9.2). Basically, 5-year 

average data have been used to compare Nedap to its peers. 
 

M&A Transaction Multiple 

The second valuation method relies on RFID industry transaction detailed in appendix 9.3. The 

announcement took place in December 22nd 2016 with Panasonic Corp. taking over Zetes 

Industries SA. We estimate the Enterprise Value (Appendix 9.3.) of the acquisition by multiplying 

the offered share price (€54.5) by the current shares outstanding (5.2 millions) and added the 

Net Debt (€0.2 millions). Then we obtained the transaction EV/EBITDA by using 2016e EBITDA. 

Afterwards, this multiple was taken and compared to our 2017e Nedap EBITDA and Net Debt to 

arrive at an implied share price for Nedap of €46.8 (Table 14). This valuation approach is relevant 

for Nedap as the RFID industry is currently facing a consolidation trend which Nedap 

shareholders could take advantage considering the company’s attractiveness to be acquired 

(lower multiples and strong ROE, EBITDA and EPS growth as detailed in Appendix 7.9). 
 

Trading Multiple 

Finally, we used a trading multiple approach. Basically, we used the 2017e median EV/EBITDA of 

all selected companies multiplied by the 2017e EBITDA of Nedap. We subtracted the estimated 

Net Debt and then divided by the shares outstanding to get our implied share price of €43.4 

(Table 15), below our target price. Again, as for the DCF we assumed constant shares 

outstanding. Trading multiples gave us a lower implied share price than M&A transaction one’s, 

probably because of the control premium (19%) Panasonic Corp. is paying for the acquisition. 
 

Target Price 

These three approaches have been weighted as follow to arrive at our target price of €47.3 

(Table 16): 50% on DCF and 50% on multiples (25% on both trading and transaction multiples 

respectively). Considering the current price of €33.4, we confirm our Buy recommendation with 

41% upside potential. Adding to the strong valuation upside potential, the high dividend policy 

of Nedap makes the company a very attractive stock to buy at current price.    
 

Risks to target price 

Those different valuation methods highlight the potential range to which Nedap share price 

would rise by the end of 2017 - from €43.4 (+30%) to €49.6 (+48%)– which strongly supports our 

buy recommendation. Our valuation is 50% based on the DCF method which relies on our 

forecasts, the company’s cost of capital and free cash flow estimations. DCF is also heavily 

dependent on terminal value which is based on those assumptions. If wrongly assumed, our 

hypotheses could lead to a misrepresentation of the future company share price. To mitigate 

this risk, we undertook a DCF sensitivity analysis based on various WACC and long-term growth 

rates (Table 17). Two other sensitivity matrices have been constructed (Appendix 8.1), one varies 

through the weight put on the DCF valuation method and the others depending on different 

median peers-based multiples.  
 

Table 17: Effect of Changes in Long-Term Growth and Estimated WACC on Target Price 
Long-Term Growth Rate 

W
A

C
C

 

  0% 1.0% 1.5% 2.0% 2.5% 3.0% 4.0% 

7.0% 46.2 49.2 51.1 53.4 56.2 59.6 70.0 

7.5% 44.7 47.2 48.8 50.6 52.8 55.6 63.4 

8.0% 43.3 45.5 46.8 48.3 50.1 52.3 58.3 

8.2% 42.7 44.7 45.9 47.3 49.0 51.0 56.3 

8.5% 42.1 43.9 45.1 46.4 47.9 49.7 54.4 

9.0% 41.0 42.6 43.6 44.7 46.0 47.5 51.3 

9.5% 40.0 41.4 42.3 43.2 44.3 45.6 48.8 

Source: Team Estimates 
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Figure 25: Risk Type Matrix 

 
FR: Financial Risk 

LR: Legal Risk 

OR: Operational Risk 
Source: Team Estimates 

 

 

Table 18: Risk Factors 

Risk  Mitigating factors  

Financial Risks Usage of derivative 

products such as interest 

rate swaps, currency swaps 

and credit insurance. 

Market Risk Focus on high-value 

added propositions that 

are scalable. 

Product 

Obsolescence 

Continuous investments 

are allocated to to new 

product/market 

developments. 

Overreliance on 

customers & 

suppliers 

Diversified portfolio of 

customers and suppliers. 

Staff Risk Recruitment and further 

development of workforce 

has been reinforced. 

Certification and 

Legal Risks 

Constantly looking at new 

legislations when 

introducing new products 

on the market. 

Entrepreneurial 

Risk 

Diversified business with 10 

business units. 

Fraud Risk Extensive attention in 

preventing fraud at 

Nedap. 

Source: Nedap annual reports, Team Estimates 

 

Figure 26: Investment risk profile 

 

Source: Team Estimates  

 

 

 

Investment Risks 

Nedap risk taxonomy suggests operational and legal risks are far more important than financial 

risks. Conservative approach justifies to some extent a lower risk appetite. Fortress balance sheet 

and cash availability: Nedap has everything to support long-term success. Nedap investment 

risk profile suggests expected returns outweigh risks. Strong risk management at Nedap enables 

the firm to handle successfully risks inherent to business. For more details, please do not hesitate 

to go through Appendix 10 which completes and supports Nedap risk analysis. 

 

Staff risk 

Nedap competitiveness strength derives mostly from its talented workers. Attracting and 

retaining top-talented people constitute a real challenge for Nedap. The company devoted a 

lot of effort to further development of employees and recruitment. The company also promotes 

a nice working environment. 
 

Entrepreneurial risk 

Nedap entrepreneurial and project-based nature implies that revenues could vary greatly 

across financial years. Nedap has greatly diversified its business and guaranteed strong financial 

performance over the past financial years. 
 

Overreliance on customers and suppliers risk 

The outsourcing plan could hurt manufacturing activities and quality control over product 

developments. Relying on too few customers could also make Nedap vulnerable as they could 

get more bargaining power over the company. Despite this, Nedap disposes a large diversified 

portfolio of clients and suppliers. Nedap has developed great relationship with its suppliers 

therefore the outsourcing plan issue is under control. 
 

Delay risk 

Failure in timely delivery of products could seriously hurt Nedap revenues. Particular attention 

has been paid regarding delay risks. Nedap Road to Excellence program was partly designed 

to ensure timely delivery of products to customers. 
 

Changes in technology risk 

Nedap policy aims to allocate continuous investments to new product/market developments. 

The company is a pioneer in Tech industry and has a very good reputation on the market. Nedap 

has a long experience in Tech markets and has always tried to learn from past mistakes. They 

understood right from the beginning that market demand is always changing and that, created 

products should be highly flexible and very innovative. By doing that, Nedap positions itself as a 

strong market competitor. 
 

Certification and legal risks 

Nedap is grapping new market shares and discovering new business territories. As the business 

grows, so is the legal and regulatory landscape evolving, too. Legal risks comprise all the market 

regulations and new legislations that Nedap has to comply with when introducing new products 

on the market. Those risks have become an integral part of the development of new products 

at Nedap. The company has no intention to sell products that might potentially conflict with a 

specific country’s legal rules. Responsible and sustainable relations is set to be a key priority at 

Nedap. The company’s mission and vision is about delivering best solutions at a fair price to their 

customers. The firm does not care about being the most powerful competitor, the world number 

one Tech company. Nedap has no intention cheat on the rules of the game: they play nicely. 

Therefore, doing business globally forces Nedap to understand and comply with new set of rules. 
 

Financial risks 

Financial risks involve credit, interest rate, currency and liquidity risks. Those risks are mitigated 

through the usage of financial derivative products such as currency swaps or interest rates. 

Again, Nedap operates with great caution. No foolish investments, everything is being discussed 

and treated seriously.  
 

Liquidity and solvency risk 

Nedap has focused on a fortress balance sheet policy. Liquidity and solvency are strong. Nedap 

acts with prudence. They like to take their time and think twice taking investment decisions. Due 

to its conservative nature, Nedap has managed to put aside a good amount of fresh free capital 

that could be in turn, used for further support growth. It is a good strategy because Tech industry 

is a fast-developing environment and continuous investments are required in order to maintain 

and achieve sustainable and long-term business success. 
 

Other risks:  

 Corporate governance failure: Nedap scores 7.7/10 in our corporate governance 

scoring model. The company shows a high degree of compliance. This is good news as 

more and more corporate wrongdoings and scandals are popping up in financial 

press. Nedap acts with professionalism and integrity. 

 Protection and enforcement of intellectual property rights: Nedap uses patents for 

instance to mitigate those risks. Of course, risks can never be reduced to zero but until 

today, Nedap has never experienced such problem. 

 Fraud risk: handled seriously with external auditing, controlling Group in Groenlo and 

highly involved managers in the company’s management. Frequent meetings and 

discussion between managers and employees ensure that nobody working for Nedap 

is misbehaving. 
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Appendix 1: SWOT Analysis 

Strenghts Weaknesses 
• Strong financial structure 

• High margin  

• Recurring revenues have a bigger share in total revenues 

• Reduced capital intensity  

• Synergies between business units 

• Talented workforce 

• Firm strategy that limits their growth (organic growth) 

• Cost of restructuration (but temporary) 

• Almost all business concentrated in Eurozone(80%) 

Opportunities Threats 
• Emerging countries  

• Development of services 

• Acquisitions  

• Risks linked to outsourcing (Quality, dependence...) 

• Regulations can limit their geographical expansion  

• Quick technological change 

 

A SWOT matrix has been constructed in a way to better reflect specific components of Nedap Business: Strenghts vs Weaknesses 

and Opportunities vs Threats. For each SWOT component, Nedap is ranked taking into account multiple factors as you can see 

below. The total rating (out of 50) is based on 10 elements that can impact the firm and are also rated. We sum the total of each 

SWOT component to obtain the final grade for the whole SWOT matrix. 
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Appendix 2: Business Units Outlook
 

Appendix 2.1: Retail  

Nedap NV offers an integrated solution of loss prevention & stock management within retail  industry through the RFID technology. 

The company records an experience of 40 years in this sector. The coverage of this application is available for1: 

-Prevent losses caused by shoplifters or inaccurate processes. 

-Ensure that fast selling items are always in stock. 

-Make sure that your staffing levels match your visitor numbers. 

-Monitor and benchmark your retail stores in one organization-wide dashboard. 

-Know exactly what is going in your stores. 

This solution is available for every type and size of store; food, non-food and start from small to super & hypermarkets.  

Synergies  
(1) People Identification (2) Acces Control (3) Video Surveillance (4) Staffing Solution 

Flagship Products  
!D Cloud: Stock management solution in order to accurately manage & control the flows of merchandising.   

!Sense - Intelligent Article Surveillance: Electronic Article Surveillance (EAS), This technological solution permits to prevent losses in 

retails sores and collect information in real-time.  

= Costs savings, Easy installation to existent infrastructure and easy up-grading.  

 

Clients and Geographical position 
Nedap NV is present worldwide through this business unit. It has currently offices in Netherlands, France, Germany, UK, Spain, US, 

China and Hong Kong. Current customers of Nedap Retail are H&M, Decathlon, Tesco…  

Added Value  
-The core added value of this business unit is actually the ability of the company to combine its in-house expertise and offer an 

integrated and complete solution regarding needs within the retail industry. Indeed, this business unit is composed by others 

technologies coming from other segments of company as Security Management (video surveillance), Identification System 

(access control). By this way, the clients could avoid administration of several contracts and potential alteration costs from 

numerous partners to a unique one. Furthermore, they gain in facility and coordination by using a single control program. 

- By the increasing complexity and worldwide expansion of some hypermarket (H&M, Decathlon…) Nedap’s solution establishes 

itself as the only available at this size scale. The advantage is thus offering a harmonized and powerful system.  

 

Competition  
The competition among the RFID retail solution is concentrated with numerous actors implemented as Alien Technology, Avery 

Dennison, Checkpoint Systems, Tellago, Tyco Retail Solutions, Zebra….  But only few are only able to undertake the biggest projects 

and offer such an integrated & harmonized solution as Nedap NV does it.  

 

Value Driver 
-According to "Analysis of the Global RFID Market in Retail” from Frost & Sullivan's, the total RFID market for retail sector is 

expected to grow from $738m in 2014 to $5.409bn in 2020.This strong increase could be translated by a CAGR of 40%. 

This strong perspective increase could be explained mainly by the constant need in traceability & transparency through the supply 

chain. Indeed, as for food & non-foods products, the regulation more and more enforces disclosure of production circuit. Another 

factor to highlight is the expansion of e-commerce and online purchases, which also asks for transparency & tracking. Necessary 

add to these factors, the major utility of RFID tech as a powerful device able to strengthen security used as antitheft solution and 

stock management & loss prevention. For example, shrinkage across 24 countries between 2014-2015 represents a loss around 

$123.4bn (Global Retail Theft Barometer). This huge amount could be hedged through the accommodation of RFID tech. As a 

conclusion, the retail sector represents a huge market expectation & opportunity for this technology operations. 

 

 
Source: Frost & Sullivan 

                                                     
1 http://www.nedap-retail.com/solutions.aspx  
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Appendix 2.2: Livestock Management 

Nedap NV operates in this business unit for 40 years. The company provides technologies based on Electronic Animal identification 

to farming sector. These solutions permit to accurately manage pigs & dairy herds, by controlling and monitoring their health & 

care as well as their production at an individual level2.  

 

Flagship Products 
The business unit is focusing on two sectors, pigs and dairy 

Dairy farming 
-Heat Detection with Health Monitoring (“Smarttag” Neck & Leg) 

-Identification 

-Individual feed rations 

-Separation and routing 

-Milk measurement 

-Cow Positioning 

Pig farming 

-Electronic Sow Feeding, Heat Detection and the Sow Separation 

-Farrowing Feeding 

-Pig Sorting 

-Pig Performance Testing 

 

Clients and Geographical position 
Nedap NV is present worldwide through this business unit. The Asian as the North American is currently under scope. The customers 

are by default big / small breeders of pigs & dairy.  

 

Pigs: China, United States, Brazil, Germany, Danmark, Vietnam, Spain, Russia, Mexico, Mayanmar (UN Food & Agriculture 

Organisation) 

Dairy (Milk oriented): India, United States, China, Pakistan, Russia, Germany, Brazil, France, New Zealand, UK, Italy, Turkey, Poland. 

(Food and Agriculture Organization)  

 

Value Driver 
The climate change rises more and more concerns worldwide. Therefore, sustainable agricultural practices are critical to climate 

change adaptation. Modifications of farmer practices are necessary with environmental sustainability as the top priority. The major 

drivers of the industry shape are policies and regulations. This is why there was a wide increase of the production of milk after the 

quotas suppression in 2015 which highly impacted milk prices. However, the exposure of Nedap NV to the industry is particular . 

There is a European prudency for more sustainable and green production that enhances welfare and healthcare of herds. 

Therefore, the livestock segment Business unit is not really sensitive to the real growth of the livestock industry, but much more on 

the quality requirement of production and on the larger scale of herds. 

 

 
Source: Clal & Team Esimates 

 

 

 

                                                     
2 http://en.nedap-livestockmanagement.com/  
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Appendix 2.3: Security Management 

Nedap NV focuses its operation by offering an integrated security management platform called AEOS.  

This technology accommodates functionality for access control, intrusion detection, video management and locker 

management3. 

The advantage of this security program is its adaptation and flexibility to the preexistent infrastructure. Characterized as:  

-Cost effective; by saving costs.  

-Flexible; by customization and adaptability to the client’s need & constraints.  

-User friendly; by facility and ease of use. 

 

AEOS Solution  
AEOS Security Management Platform 

AEOS Access Control 

AEOS Intrusion Detection 

AEOS Video Management 

AEOS Locker Management 

Global Client Program  

 

Clients and Geographical position 
-This kind of solution is mainly implemented to multinationals (local & global level), industry sector, education area (universities, 

schools…), public and governmental infrastructures (music hall, government centers…), healthcare sector (hospitals…) airports, 

financial industry (banks and others). 

Current clients; Uniliver, ABN AMRO, Dutch Music Mecca, Schiphol Airport) 

-Nedap’s offices currently located in Belgium, France, Germany, UK, Middle East, Netherlands, Poland, Spain.  

 

Added Value 
Once again, Nedap NV is able to offer the most integrated and complete solution in order to cover the highest degree among 

security need.  

 

Value Driver  
As driver for this BU, it is necessary to approach the reasoning by looking at the global security context. Indeed, the under lying 

climate due to the terror threat and the migration crisis force the euro zone to overhaul itself regarding its safeness. According to 

“European Homeland Security & Public Safety Technologies & Markets – 2016-2022”, the expenditures it this topic should raise from 

$87.77bn in 2016 to $145.7bn in 2020 through a sustaining CAGR of 13.4%. We strongly believe that as a key player in this field 

(Access Control Systems, Video Surveillance…), Nedap NV will capture a substantial profit from this forecast. In addition to that, 

we have to highlight the overall trend due to the globalization and complexity in corporations and publics projects. These factors 

ask for solid security and control management to which AEOS system could integrally respond. 

   
 

Europe Homeland Security & Public Safety Market ($ billion) 

 
Source: Homeland Security Market Research 

 

 

 

 

 

 

                                                     
3 http://www.nedapsecurity.com/solutions  
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Appendix 2.4: Identification & Mobility Solutions 

Nedap NV establishes itself as a leading specialist in systems for long range identification, wireless vehicle detection and city access 

control.  

Identification systems & Mobility Solution 
These two business units complement each other by using the same or derived RFID technology for4: 

-Vehicle identification:  long range readers to identify vehicles and drivers. 

-People identification: long range readers for convenient building access control. 

-Vehicle detection: wireless sensors and peripherals to monitor parking bay occupancy. 

-City access control: controllers and hosted software to regulate traffic in city centers.  

 

Flagship Products 
TRANSIT products: Microware RFID ranges technology in order to identify vehicles & persons. 

ANPR products: License plate recognition technology to identify vehicles mainly for access control. 

uPASS products: UHF & RFID technology in order in order to identify vehicles & persons. 

SENSIT products: Wireless parking bay occupancy detection technology. 

MACE products: Readers, apps & softwares mainly for acces control. 

MOOv VMC products: Controllers to manage vehicles entrances in cities.  

 

Clients and Geographical position 
Through this business unit, Nedap NV is present and operates worldwide with offices located worldwide: America (Branson), Asia 

(Singapore), Middle East (Dubai), Italy, Spain. 

The range of products used in these two business units could be applied in: 

Mining, petrochemical industry (perimeter security with adequate access control, environmental conditions linked to products 

efficiency and solidity). Traffic (manage congestion, parking facility, access control). Airports (secured gates, vehicle coordination, 

parking access and facility). 

 

Added Value 
Nedap NV has the ability to combine its technology and offer an integrated and complete solution.  

 

Value Driver  
Between 25% and 35% of traffic in cities are people looking for parking bay. According to Eurostat more than 50% of the population 

in Europe lives in urban centers which lead to great opportunities for “smart parking technologies”. As a matter of fact, Technavio 

suggests that smart parking market in Western Europe will witness 14% CAGR based on the 2016-2020 period. Besides, Smartphone 

users are expected to nearly double by 2020 mainly driven by emerging markets. Regarding the digitalization of the companies, 

the global market for Personal ID credentials as a shift towards digital identity is expected to growth at a rate of 2.6% CAGR until 

2019. 

  

                                                     
4 http://www.nedapidentification.com/solutions/  

http://www.nedapidentification.com/solutions/
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Appendix 2.5: Healthcare 

Nedap NV offers software tools and products in order to effectively manage the administration, communication, operating teams 

within the healthcare sector5. In this business unit, Nedap NV acts more as a software & application developer and operates as 

an IT consultant.   

 

Products Range 
The products range is focused on the following aspects;  

-Communication and pacification: information platform used within the care team for sharing knowledge and communication. 

Schedule’s planning organizer for patients.  

-Patient care: Integrated application in order to control and monitor the patient health.  

- Team Management and deliveries: Application in order to monitor and manage staff. 

-Administration and billing: application in order to accurately manage the administrative process of the patient and its bill.  

 

 

Added Value 
The main goal is to offer an integrated IT structure & software and related applications in order to manage the most accurately 

and efficiency the patient process from A to Z. Even if this business unit doesn’t directly employ RFID technology, other needs as 

security, access control, identification could be complementary introduced within the customer’s need. For instance, a hospital 

could use this Nedap’s healthcare solutions and indirectly gather & complement with other products.  

This makes the principal force and the advantage of Nedap by couple several products into one only need.   

 

Clients and Geographical position 
Nedap NV operates in healthcare principally in Netherlands. Due to the fragmented and strong regulation in regards to the 

healthcare sector abroad, some exports are not expected in the near future. It will ask expansive cost adaptability and 

specialization in foreign healthcare policy.  

Currently, around 80,000 specialists use Nedap’s technology and expected to increase.  

The solution is focused on specific target groups as elderly and disabled people.  

 

Value Driver  
Nedap NV focuses its activities on elderly and disabled people. An important driver of this department is the growth of elderly 

population. Indeed, due to the medical revolution and development, life expectancy extends each year. Currently, Nedap NV 

concentrates its activities in the Nederland. According to data and our analysis, we assume that the elderly population over 65 

years should increase from 2.9m in 2013 to 3.4m in 2020 with a global CAGR of 2.01% Furthermore; the average lifetime over 65 in 

this country is about 20.1 years. This substantial length permits to Nedap NV to keep sustainable inflows from its technologies. 

  

 
Source: Eurostat 

 

  

 

 

 

 

 

 

 

 

                                                     
5 http://www.nedap-healthcare.com/  

2.9
2.96

3.01
3.07

3.13
3.19

3.24

3.4

2013 2014 2015 2016e 2017e 2018e 2019e 2020e

NL: Evolution people aged +65 (millions)

http://www.nedap-healthcare.com/


  

18 

 

 

Appendix 2.6: Nedap NV: General Lighting & Disinfection and Curing6 

The company offers: 

-Dynamic light management:  control system of light infrastructure in order to monitor and manage in a cost-efficient way. 

-Lighting solutions for disinfection & curing water: technology using UV light in in order to filter and clean water.  

 

Flagship Products 
Luxon: range of software and hardware technologies in order to efficiently manage light scope. Nedap NV acts also as a 

consultancy firm in this sphere by advising its clients for the best way. 

Water purification: range of products in order to filter clean water. 

The range is segmented in two groups; low pressure UV lamps and medium pressure. 

Low pressure: for instance, currently, the area of New York City is equipped with these lamps regarding the network of drinking 

water. 

-LED power: using of LED technology to disinfestation 

-Naïade: a powerful technology combining a solar panel with ultra violet treatment technology.  

 

Clients and Geographical position 
The light control technology could be applied to every project: from corporations (MAAG GMBH, Germany, and Bombardier, 

Belgium)) to public structures.  

Light for water treatment is focusing on large project as cities (New York), poor countries with limited access to drinking water.   

Regarding the curing, here the technology could also be applied to ships and the ballast water treatment.  

 

Value Driver  
An important future fact is the entry in force of the ballast water treatment convention on September 8, 2017. This regulation will 

oblige shipping to equip their boats with ballast water treatment infrastructure. An increase in sales is thus expectable. 

 

Remark  
According to the last financial press release from Nedap NV (November 10, 2016), this sector appears as mitigated. Indeed, 

according to the financial statements of past years, the Energy as Light solution offered by the company didn’t perform very well. 

The last decision was to phasing out the Energy activity and we tend to believe that it will be the same for Light Control. Nedap 

NV will just continue to offers its services but not expect some substantial incomes.  

This is why the expected weighting of this business unit for the future is 0%.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

                                                     
6 http://www.nedap-lightcontrols.com/  

http://www.nedap-lightcontrols.com/
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Appendix 2.7: Staffing Solution 

Nedap NV provides a software application in order to monitor and manage temporary employees7.  

This form of employment consists on a flexible work arrangement based on non-standard schedule, including; flexible schedules, 

part-time work, job-sharing. 
 

Flagship Products 
PEP: Software application which simplify the administration, management and monitoring of temporary employees. This product 

is easy to implement and increase accuracy.  
 

Clients and Geographical position 
Currently, this product is mainly applied in Netherlands. Indeed, this country is ranked as one of the highest holder of temporary 

jobs and staffs.  

Currently, Nedap NV offers its solution principally in Nederland. This country (21.7%) is classified second at the European ranking 

just behind the Spain (24%) by using this form of work.   
 

Value Driver  
This country (21.7%) is classified second at the European ranking just behind the Spain (24%) by using this form of work.  In the future, 

we make the assumptions that this proportion will reach 24.6% in 2020 with a CAGR of 3.2%. 

 

 

 

 

 

 

 

 

 

 

Appendix 2.8: Library Solutions 

Nedap NV, offers a range of RFID products and softwares in order to manage the library sector. These solutions permit to reduce 

costs and effectively monitor the running & administration of a library structure.  
 

Flagship Products 

-Item detection: similar technology used in Retail activity by using radar towers in order to prevent and secure the flows of books.  

-Check-in: hardware & software in order to start the registration and rent of the book item.  

-Check-out: Logical technology permitting to easy finalize and deposit the rent.  
 

Value Driver  
Recently, and according to the financial report of Nedap NV published in 2015, the market for RFID systems for libraries seems not 

be as attractive as it once was. An increasing number of companies developing technology especially for the library market are 

dropping each year. As an explanation to this decline, we consider the development and massive expansion of the e-book 

industry. Indeed, the share of this new book format weighted 12.6% in 2014 and expected to reach 27.8% in 2019 with a CAGR of 

17%. We tend to believe that Nedap NV will also be impacted by this new trend and consequently not generate extra revenues 

in the near future. The company will keep this segment only by proving its services to the existent clients. This is why we decided to 

weighted Library Solutions at 0%.    

 
Sourcre: ReportsnReports 

                                                     
7 http://www.nedaplibrary.com/  
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Appendix 3: Corporate Management & Governance  

 

Appendix 3.1: Corporate Culture  

 
“Nedap is all about moving markets with technology that matters. In recent years, we have constantly worked to gear our organization towards 

the customer groups, products and activities for which we can really make a difference. Focusing our talents on this goal will increase our impact 

on our markets.” 

 

Nedap business has focused on organic and autonomous growth, which is subject to fewer risks than acquisition-driven growth. The informal, 

enterprising corporate culture is one of the key mainstays of the success of Nedap organization, but it also heightens the risks inherent in doing 

business. 

However, Neda has chosen to go for a more conservative approach when doing business: 

 

 Over the last recent years, the company has considerably reduced its capital intensity; 

  The firm disposes of a strong liquidity and solvency situation. In a conference, Nedap CFO insisted on the fact that Nedap does not need 

much leverage in order to be profitable. Instead, the company focuses on niche markets and has enough cash in case it would need to 

invest some to conquer new markets; 

 Furthermore, daily direct contacts of the board of Directors and the Controlling Group with managers and employees can greatly limit 

these risks. Risk awareness is really important and starts with employees. Management and supervisory boards encourage and require risk 

awareness from their employees. Full justice is being considered to risk management. Employees and Nedap management strive to 

always act with integrity and professionalism. Working staff understands ethics a key business value driver and therefore ethical standards 

are highly respected and enhanced in Nedap. 

 

Entrepreneurship and personal responsibility play a key part in Nedap’s corporate culture: 

 

 A flat organizational structure and clear market focus at the various business units enables quick decision-making based on detailed 

market knowledge. Time and time again, Nedap therefore manages to quickly convert new technological and market insights into 

attractive and powerful propositions; 

 Past experiences have taught Nedap that after initial commercial successes, markets usually start to make other demands on a company. 

Nedap success is mostly due to its ability to take lessons from past failure experiences. Nedap has a long history and it was not just a 

successful firm. Today, Nedap management considers the company as a start-up that has still a lot of things to learn about how to make 

business. It did learn a lot about internal processes and working methods.  More recently, a lot of time and attention has been devoted 

to amassing knowledge and understanding of working methods and learning to use the right approach at the right time, which also 

require flexibility from their employees. 

 

Employees are central to Nedap success. Road to Excellence program made Nedap progess a lot and gained substantial extensive expertise on 

project management: 

 

 Nedap’s competitiveness hinges greatly on the talent and creativity of its employees. Nedap pays close attention to offer an attractive 

place and working environment for its employees.; 

 Also, Nedap created an additional employee participation plan “NAPP” which is intended to give employees additional remunerat ion 

packages whenever Nedap profits grow by over 5% a year; 

 The supply chain reorganization will make great demands on Nedap as a company. A separate project team has been set up to facilitate 

this transition for all Nedap business units. Projects are being launched at every business unit to strengthen commercial processes. Special 

attention in this respect goes to lead generations, sales management and customer development. 

 

“Continuous investment in developing our propositions and commercial strength has enabled us to expand our position on the various markets 

and enter new ones. The supply chain reorganization is being handled with great care, so as to mitigate the associated risks.” 

 

The financial objectives are clear: 

 

 Finish strong in 2017 with a successful outsourcing program; 

 Nedap CFO foresees great growth opportunities in the next coming years. Nedap only caught a small percentage of its potential growth. 

With the outsourcing ending in 2017, next following financial years will highly benefit from this supply chain reorganization; 

 The development and expansion of a leading market position is a lengthy process, and one that requires plenty of perseverance and 

drive. The robustness of Nedap organization is one among other key factors that contribute to our investment recommendation. 
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Appendix 3.2: Corporate social responsibility  

 
Corporate social responsibility, social and sustainable aspects of doing business are deep embedded in Nedap corporate culture DNA. Great 

attention is paying to Corporate Social Responsibility: 

 

 A natural part of Nedap business objective is to develop and supply smart technological solutions to socially relevant problems, including 

sufficient food, clean drinking water, sustainable energy, security and healthcare.  

 CSR is anchored in all their business processes. Every business decisions involve weighting up the various stakeholders’ interests. Nedap 

always strive for a good balance between financial performance, social interests and the environment. Nedap long-term business 

strategy aims to bring good to shareholders and society. They understand business as a smart way to improve human being life conditions. 

 Sustainable business favors sustainable growth and thereby creating shared value. From products they purchase to services they sell, 

everything seems to be in line with CSR code of conducts. 

 

 

CSR Issues CSR Targets 

Environmental care 

 Minimizing the use of dangerous chemicals in their products; 

 Efficient use of raw materials, as little waste as possible; 

 Reducing the amount of packaging, recycling materials and using environmentally- friendly 

packaging.  

Safety in product development 

 Nedap handles business with great care along manufacturing processes.  

 Nedap exercises maximum diligence in making sure that its products offer the highest level 

of quality, safety, using standards and control systems that are based on latest legislation 

and market regulations. 

Employee considerations 
 Programs exist to foster internal talent. Every employee is aware that Nedap products must 

have CSR characteristics.  

 Everyone is treated fairly. Respect is anchored in Nedap corporate culture. 

 

Appendix 3.3: Corporate governance structure  

Nedap’s Supervisory Board and Board of Directors mentioned in annual reports that they understand corporate governance good practices as a 

top priority: 

 The Best practices in provisions of Dutch Corporate Governance Code are largely complied with. Although Best practice provisions are 

often addressed to large listed companies, Nedap fulfilled most of the governance code. Smaller companies such as Nedap usually 

have a different set-up from large listed firms; 

 Management at Nedap is highly involved and in touch of daily activities. The supervisory Board really cares about Nedap business and 

consequently, it has a good understanding of what is happening within the firm; 

 Overall supervision seems to be good with qualified board members. Nedap displays a sound corporate governance. 

 

 Shareholding Structure 

 
About the ownership structure: 

 

 Insider-dominated Corporate and involves a lot of variety among the institutional shareholders. Cross Options Beheer BV, Delta Lloyd 

Asset Management NV and ASR Nederland NV constitute the main institutional shareholders holding respectively 15%, 14% and 8%. 

 Preference shares take precedence over ordinary shares when it comes to dividend policy. Nedap’s dividend policy goes along with 

company’s market strategy and long-term success. Profits are paid out to shareholders in their entirety. 

 Regarding voting rights, every share comes with the entitlement to one vote. No restrictions on voting rights have been mentioned.  

 Nedap has a good relationship with its shareholders and no restrictive agreements with specific shareholders have been introduced lastly. 
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 Management & Supervision 
 
Nedap has adopted for a two-tier board structure: management and supervisory boards. The management team is taking care of the day-to-day 

operating activities of Nedap. Supervisory Board members discharge a monitoring function. They supervise overall management board actions 

and decisions. They are appointed by the general meeting of shareholders following nomination by the board. Shareholders and the works council 

also get the opportunity to recommend persons for appointment. 

 
 Nedap board of management is constituted by two members: CEO Wegman and CFO Urff; 

 Members of the board of Directors do not hold other supervisory directorships with any other companies nor do they hold any interests in 

companies that could potentially conflict with those of Nedap; 

 The supervisory Board contains four members; 

 Nedap has a nice and balanced composition of its Supervisory Board. Board members have a strong educational background and act 

independently vis-à-vis the Board of Directors. The current Chairman is Mr. Kolf aged by 67. He has a wide-ranging management 

experience, extensive expertise in various areas such as engineering and finance. The vice-chairman is Mr. Westermann, 63 years old. 

Also highly skilled, broad management experience and extensive expertise in the field of entrepreneurship. The third member is a women, 

Ms. Theyse aged by 47. The last member is Mr. Van Engelen, 56 years old. Common to all this people is a Dutch nationality.                 

 

 Remuneration policy 
 
The goal of executive pay policies is to set a compensation package for Management and Supervisory Boards that will firstly, help to attract and 

retain qualified, expert people; secondly, ensure long-term company’s best interests.  

At Nedap: 

 

 Salaries are function of a fixed and variable component closely related to overall corporate performance. Significant part of variable 

income (at least 50%) depend on Nedap’s long-term performance; 

 The objectives for the variable part of directors’ remuneration were determined during financial year. Board of Directros have invested a 

minimum 50% of their variable income part in the Nedap employee participation plan and thus, in depositary receipts for shares that are 

locked up for a period of four years. As a result, 50% at least of variable compensation is of a long-term nature; 

 The supervisory Board may decide to increase or decrease the part of variable income attributed to each director if, in its opinion, 

calculations lead to unfair situation. Compensation packages are said to be revised on a regular basis; 

 

Although over the most recent years, little has actually changed but Nedap remuneration policy can be considered as competitive and properly 

aligned with long-term business growth. Furthermore, Nedap has at its disposition an internal control system. This is good news. For example, this 

internal system ensures that actual performance progress is being tested frequently against target financial performance. If all objectives are not 

reached, then compensation packages will be revised downward. Compensation packages addressed to Supervisory Board members follow the 

same kind of policy. Since last years, nothing has changed with respect to that. Fixed and variable parts of income are set in a way that ensures 

long-term success of company’s strategy. 

 

Source: Nedap annual report 

 

 Appendix 3.4: Corporate Governance scoring grade 

 
In this section, Nedap’s corporate governance is evaluated. Based on the five chapters, the scoring model gives Nedap a globa l corporate 

governance scoring grade.  

 

 The higher the grade the higher the degree of compliance. For the sake of simplicity, the different governance code principles are 

equally-weighted therefore each of them account for 20%; 

 According to public conference and annual reports, an appreciation is given to Nedap with a maximum of 10 points. Then results are 

gathered and an average score is computed. Obviously, this scoring grade only reflects our opinion and should not be used to other 

purposes than CFA Research Challenge; 

 Global average score is about 7.7/10. 

 

Nedap is a nice candidate of corporate governance. This is not surprising at all. Nedap strives for being different in the business industry. Everything 

at Nedap is different. Employees-Managers relationship seems to be extraordinarily good. Everyday staff workers meet with their managers and 

discuss corporate issues or new projects.   

 

Source: Team analysis  
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C.G Principles  Full score (10/10) if  Team comment  Compliance 

with Dutch 

C.G Code? 

C.G 

score   

Weighting  

 

Compliance 

with and 

enforcement of 

the code 

 

 

 

The company has a Clear 

Corporate governance structure. 

The company shall explain 

expressly to what extent it applies 

the principle of the codes in a 

specific section of the annual 

report 

 

 

Clear Separation of the role of 

Chairman and CEO of the 

company  

 

Corporate governance section could be more 

detailed and disclose more information. Nedap 

adopted a two-tier board structure in 

accordance to the code principles. Distinction 

between Management and Supervisory boards 

is well respected. 

 

Chairman and CEO are also clearly identified 

as two persons in charge of two different 

functions. CEO runs the day-to-day activities 

while Chairman ensures a proper oversight of 

the management board. In Nedap, operating 

and monitoring functions are discharged by 

two different bodies. 

 

Yes 

 

 

 

 

 

 

Yes 

7/10 

 

 

 

 

 

 

10/10 

 

 

 

 

 

 

20% 

 

Management 

board  

 

 

The company has a balanced, 

highly skilled board of 

management 

 

The management board submits to 

the supervisory board for approval 

financial objectives, corporate 

strategy and operational issues 

 

The company has sound internal 

risk management and control 

systems  

 

Remuneration policies, determined 

by the supervisory board, are 

properly aligned with long-term 

company’s success 

 

Full transparency in the annual 

report on executive remuneration, 

the potential business risks, the 

effectiveness of the internal risk and 

control systems, the auditors 

 

Conflict of interests are avoided 

and resolved by the supervisory 

board, if necessary  

CEO and CFO have a high level of education, 

expertize in the business industry. 

 

Frequent meetings and dialogues between 

Supervisory and Management boards. 

 

Nedap clearly treats business risks as a top 

priority. In Groenlo, a central risk department is 

in charge of controlling of the companies within 

Nedap group. 

 

Nedap does not hesitate to remove excess 

bonus payments if financial targets are not 

reached. Financial year of 2015 was not that 

good and compensations therefore were not 

high. 

 

Annual reports could really be improved. Due a 

meeting with CFO, we can say definitely 

Nedap is good at risk management but again, 

more information should be provided in annual 

reports. 

 

Nedap’s corporate culture is all about respect 

and good atmosphere between employees 

and employers. No conflicts of interests have 

been mentioned.  

Yes 

 

 

Yes 

 

 

 

 

Yes 

 

 

 

 

Yes 

 

 

 

 

Partially 

 

 

 

 

 

Yes 

8/10 

 

 

8/10 

 

 

 

 

8/10 

 

 

 

 

8/10 

 

 

 

 

7/10 

 

 

 

 

 

10/10 

 

20% 

 

Supervisory 

board  

 

 

The supervisory board supervises the 

policies of the management board 

and the general affairs of the 

company, as well as to assist the 

management board by providing 

advice.  Supervisory board 

members assist to the general 

meetings on corporate functioning 

 

 

The annual report includes a section 

dealing with the supervisory board 

duties and activities 

Supervisory boards meet at least 5 times during 

the financial year to discuss specific and 

sensitive corporate matters. Additional phone 

calls are organized between board members. 

Supervisory and Management board are highly 

interconnected and involved in Nedap. This is 

also part of Nedap corporate culture with 

“hands-on-managers” to raise awareness 

among working staff. 

 

The section could be a little bit more detailed. 

More information should be provided 

 

Yes 

 

 

 

 

 

 

 

 

 

Yes 

 

 

8/10 

 

 

 

 

 

 

 

 

 

7/10 

20% 

Relation with 

shareholders 

 

Open dialogue between the 

company and the shareholders 

 

 

 

Shareholders are supplied with 

quality information  

 

Shareholders can exert their 

influence on corporate policy 

during the general meetings of 

shareholders 

Shareholders are welcome at the general 

meetings of Nedap. A strong relationship 

between Nedap and shareholders exist as 

Nedap dividend policy is very attractive. 

 

More information should be disclosed in annual 

reports. 

 

Yes for example, shareholders and the work 

council can suggest some persons for 

Supervisory board members appointment. 

 

Yes 

 

 

 

 

Partially 

 

 

Yes 

8/10 

 

 

 

 

7/10 

 

 

7/10 

 

 

 

20% 

 

 

Auditing  

 

Publicly disclosed in the annual 

report 

 

Good relationship with both internal 

and external auditors  

 

Annual report could be a bit more detailed.  

Nedap CFO confirmed that the company tries to 

have good relationship with everybody involved 

in the business. This is part of Nedap company 

culture. 

Yes 

 

7/10 

 

  

    

20% 

Total Grade 7.7/10 
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Appendix 3.5: Dutch Corporate Governance Code Overview 

This section summarizes each chapter specific to Dutch Corporate Governance Code. This constituted our basis for Nedap’s Corporate 

Governance scoring model. 

Chapter 1 – Compliance with and enforcement with the code 

The management and supervisory boards are responsible for the corporate governance structure of the company and compliance with the code: 

 They are accountable for this to the general meeting of shareholders; 

 A specific section “Corporate Governance” shall be mentioned in the annual report of the company. 

Chapter 2 – Management board 

The management board is responsible for achieving the company’s strategic goal, policy and results. In discharging its role, the management 

board shall act in the best interests of shareholders and other company’s stakeholders: 

 The management board is accountable for complying with all relevant legislation and regulation related to the company business; 

 It shall report related developments to and shall discuss the internal risk management and control systems with the supervisory board 

and its audit committee; 

 The amount and structure of the remuneration which the management board members receive from the company for their work shall 

be such that qualified and expert managers can be recruited and retained. Additionally, the remuneration policy shall be such that it 

promotes the long-term value creation and so, the best interest of the company and avoid any short-termism behavior from the 

management; 

 The report of the supervisory board shall include the principal points of the remuneration report of the supervisory board concerning the 

remuneration policy. Every material change in the remuneration policy shall be submitted and disclosed to public shareholders for 

adoption; 

  Any conflict of interest or apparent conflict of interest between the company and the management board shall be avoided. 

Chapter 3 – Supervisory board   

The role of the supervisory board is to supervise the policies of the management board and the general affairs of the company as well as to assist 

the management board by providing advice:  

 The supervisory board members are expected to be very experienced people with strong educational background; 

 The composition shall be such that the members are able to act critically and independently of one another and of the management 

board and any particular interests; 

 It shall be responsible for taking into account the relevant interests of the company’s stakeholders; 

 The chairman of the supervisory board determines the agenda, chairs the supervisory board meetings, monitors the proper functioning 

of the supervisory board and its committees, arranges for the adequate provision of information to the members, ensures that there is 

sufficient time for making decisions, arranges for the induction and training program for the members, acts on behalf of the supervisory 

board as the main contact for the management board, initiates the evaluation of the functioning of the supervisory board and the 

management board and ensures, as chairman, the orderly and efficient conduct of the general meeting of shareholders; 

 If the supervisory board consists of more than four members, it shall appoint from among its members an audit committee, a remuneration 

committee and a selection and appointment committee. The function of the committees is to prepare the decision-making of the 

supervisory board. Any conflict of interest or apparent conflict of interest between the company and supervisory board members shall 

be avoided; 

 The supervisory board is responsible for deciding on how to resolve conflicts of interest between management board members, 

supervisory board members, major shareholders and the external auditor on the one hand and the company on the other; 

 The general meeting of shareholders shall determine the remuneration of supervisory board members. The remuneration of a supervisory 

board member is not dependent on the results of the company. 

Chapter 4 – Shareholders and the general meeting of shareholders 

Good corporate governance requires the fully-fledged participation of shareholders in the decision-making in the general meeting of shareholders: 

 The general meeting of shareholders should be able to exert such influence on the policy of the management board and the supervisory 

board of the company that it plays a fully-fledged role in the system of checks and balances in the company; 

 Any decisions of the management board on a major change in the identity or character of the company or the enterprise shall be 

subject to the approval of the general meeting of shareholders; 

 The management board or, where appropriate, the supervisory board shall provide all shareholders and other parties in the financial 

markets with equal and simultaneous information about matters that may influence the share price. The contacts between the 

management board on the one hand and press and analysts on the other shall be carefully handled and structured, and the company 

shall not engage in any acts that compromise the independence of analysts in relation to the company and vice versa. The management 

board and the supervisory board shall provide the general meeting of shareholders with all information that it requires for the exercise of 

its powers. 

Chapter 5 – the audit of the financial reporting and the position of the internal audit function and the external auditor 

The management board is responsible for the quality and completeness of publicly disclosed financial reports: 

 The supervisory board shall see to it that the management board fulfils this responsibility;  

 The internal auditor, who can play an important role in assessing and testing the internal risk management and control systems, shall 

operate under the responsibility of the management board. The external auditor shall, in any event, attend the meeting of the supervisory 

board, at which the annual accounts are to be adopted or approved; 

 The external auditor shall report his findings in relation to the audit of the annual accounts to the management board and the supervisory 

board simultaneously. 
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Appendix 4: RFID Definition 
 

RFID stands for “Radio Frequency IDentification” or UHF for “Ultra High Frequency”. These technologies are based on electromagnetic fields (radio 

waves) transmission of identification information. Coupled to tags or chips, the memory device permits to track and identify a subject. This one 

could be animate (humans, farms animals…) or inanimate (consumer’s goods, cars…). It exists essentially two categories of RFID system, namely 

active and passive. Active tags run along with a power source as battery or solar powered. These ones are able to transmit the contained 

information over relatively large distances. Conversely, passive tags do not contain a power source and thus work on a lower scope. Nowadays, 

this technology is very widespread and is used in many industries. We can find it in commerce (food, non-food products, retail sector…), access 

control (entrance badges, security management), transport & logistic (cars, parking…), farm sector (animal identification…).  

Appendix 5: Porter’s Five Forces 
 

In the following analysis we assess both elements; the overall market of RFID tags and readers and the Nedap’s position among the five Porter’s 

forces. Nedap is currently employing this technology in almost all their business units. Indeed, their integrated solution range is composed by tag 

and the associate reader according to the business department (e.g. Livestock Management: they provide tags to cattle and in parallel  the 

identification/position devices).  

Treat of New Entrants // Low // Low 

In regards to the huge implementation costs and R&D expenditures, the barriers to entry appear significant despite the attractiveness of the market 

(from $8.8bn in 2013 to $13.2bn in 2020, CAGR of 20.35%). Indeed, as a tags/chips producer, it firstly asks for expensive equipment and machineries. 

Secondly, the sell price of these components is quite low which leads to a long breakthrough period and consequently seems make this market 

entrance complex. In addition to these tags/chips, it is also necessary to add a program/software in order to manage the fleet and make the 

difference. This overcoat makes the principal distinction in this industry and thus demands important R&D expenditures. Through its portfolio 

diversification and long experience in the branch, Nedap NV provides and adapts its technological solutions to the most profitable segments. 

Furthermore, the company always complements the RFID component with powerful management devices and softwares. This in-house 

development represents a strong added value regarding the common RFID tech, which makes the principal force of Nedap NV and differentiates 

it from its competitors.  

Bargaining Power of Buyers // Moderate // Insignificant 

Concerning the pressure of buyers regarding the RFID technology, we can say that the key factor is the effectiveness of products regarding the 

customer’s requirement. Every market niche using RFID is covered by several companies which avoid any monopole position. The concentration 

of sellers is thus low. The differentiation is consequently more driven by the quality and efficiency rather than price, even more when it concerns 

the security sector where Nedap NV is present. Regarding the range of product of the company, we can observe that in every department they 

purpose the most integrated solution. Indeed, for example the AEOS system using in Security Management accommodates functionality for access 

control, intrusion detection, video and locker management. In the retail division, they purpose the ID Cloud, which provide an integration of stock 

management and security solution. These examples show that Nedap always try to offer the most unified solution to its customers. By this way, the 

clients could avoid administration of several contracts and partners to a unique one. Furthermore, they gain in facility and coordination by using 

a single control program.  

Bargaining Power of Suppliers // Moderate // Low 

The current growing market and its opportunities still attract numerous suppliers. The concentration is quit moderate and is held by several big key 

players formerly implemented (Alien Technology, NXP Semiconductors, Honeywell…). What concerns Nedap, their production process is in major 

part made in-house (e.g. Livestock Management, essentially robotized process made in Groenlo). It’s still important to pay attention to their 

restructuring plan. This reorganization program should be completed by the end of 2017. The production agreements have been concluded with 

five different suppliers. They will handle manufacturing of Nedap NV devices in central Europe and in the Netherlands. The goal is to obtain an 

annual cost reduction of at least €4m. This reduction represents 10% of the company cost of sales and will imply a reduction of the balance sheet 

of €10m. We believe that in this restructuration process, Nedap would negotiate its supply contracts in the best and beneficiary way.   

Threat of Substitute Product // Moderate // Insignificant  

 
The current technological trend regarding the RFID industry is relatively stable without any major changes including those which appear within. 

Inside the industry, the current leading alteration is the UHF (Ultra High Frequency), which is the same RFID technology but able to operate on a 

higher scope by extend the radio frequency distances. This wide branch also includes the NFC (Near-Field Communication) which also is part of 

the RFID tech. The NFC is based on court distances by exchanging securing information (e.g. payments transactions). But some major discoveries 

should not be excluded in regards to the constant and rapid evolution in ICT (Information & Communication Technology). Regarding Nedap range 

and continuously internal development, the RFID technology wrought the DNA of the company. Indeed, as a pioneer in this branch, they master 

since many years as well the RFID, UHF tech, as the development of access application on smartphones (MACE app, Identification Systems).  

Rivalry among Existing Competitors // Significant // Moderate 

Among this huge industry and various demands of customers in several sectors, the competition and rivalry is definitely present. In every breach of 

demand and need, we can find several companies trying to share and gain market’s positions. Some sectors as Retail, Parking or Library are much 

more concentrated than other. Consequently, Nedap is also facing higher competition on these parts of the market. An important factor to 

highlight is the fact that Nedap is deeply diversified and meets competitors more focused on specific divisions. These companies display more 

specialization and performance regarding their sector and constitute the most dangerous opponents to Nedap. But on the other hand, as it was 

said above in the analysis, the advantage of having such a diversified activities portfolio bring a higher coverage. Indeed, by complementing 

different services, the company tries to offer the most integrated solution to the customer (integrated security solution AEOS, link stock-

management and security…). On this point, few companies perform as well as Nedap does, what makes its main force and differentiation.   
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Overview: Porter Five Forces 

Porter Five Forces  

Legend: 

0 No Threat 

1 Insignificant Threat 

2 Low Threat 

3 Moderate Threat 

4 Significant Threat 

5 High Threat 

 

RFID Market 2.8 

Nedap NV 1.6 

 

 

 

 

 

Appendix 6: Peers Selection  
 

Peers have been selected according to their implication on the Radio Frequency Identification (RFID) market. All the following company 

descriptions are from Bloomberg. 

Gunnebo AB: Gunnebo AB is an international security group. The group offers a variety of physical, integrated and perimeter security products. 

The product line includes burglar resistant safes, security products for banks, electronic security systems, gates and fence systems, and fire 

protection systems. Gunnebo sells worldwide. 

 

Kapsch TrafficCom AG: Kapsch TrafficCom AG supplies traffic systems and electronic fee collection systems. 

 

Trimble Inc.: Trimble Inc. provides advanced location-based software solutions. The company integrates its positioning expertise in GPS, laser, 

optical and inertial technologies with application software, wireless communications, and services to provide complete commercial solutions. 

Trimble operates worldwide. 

 

Gemalto N.V.: Gemalto N.V. designs and manufactures security software for e-identity documents, chip payment cards, network authentication 

devices, and wireless modules. The company also provides and operates systems to manage confidential data and secure transactions. Gemalto 

serves the telecommunications, financial services, government, and information technology security markets. 

 

Zetes Industries SA: Zetes Industries SA provides identification and communication solutions. The company develops and produces marketing tools 

such as bar-code printers and readers, and mobile computing products involving biometrics or built-in chips.  

 

Avery Dennison Corp.: Avery Dennsion Corporation produces pressure-sensitive materials and a variety of tickets, tags, labels and other converted 

products. The company’s pressure sensitives products are used in labeling, decorating, and specialty applications. Avery Dennison non-pressure 

sensitive products include tickets, tags, RFID inlays, and services for retailers, apparel manufacturers, and brand owners. 

 

Zebra Technologies Corp.: Zebra Technologies Corporation designs and manufactures enterprise mobile computers, advanced data capture 

devices, such as laser, 2D and RFID scanners and readers, and specialty printers for barcode labeling and personal identification. The company 

also produces WLAN products, real-time location systems, related supplies, and application software. 

 

Kardex AG: Kardex AG provides and services in the logistics of dynamic storage and retrieval systems, static storage systems and automated 

warehouse and materials handling systems. The company offers its products and services in Euro countries, other European countries, the Americas, 

Asia, and the Pacific Rim. Kardex AG is headquartered in Zurich, Switzerland. 

 

TKH Group N.V.: TKH Group NV manufactures cable and offers related products and services. The company produces home networks and related 

components, fiber optic cables and connectivity systems, copper cables and connectivity systems, plug and play cable systems, light and light-

switch systems, video communications and information systems, security systems, and industrial manufacturing equipment. 
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Appendix 7: Financial Analysis 

Appendix 7.1: Income statement  

Every Figure is in Million €, except if mentioned 

In Euro Millions 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Sales of products 153.8 152.7 153.6 152.6 160.7 173.1 186.9 206.9 235.5 

Sales of services 18.0 21.0 23.6 28.3 31.1 34.4 37.8 41.1 44.5 

REVENUES 171.9 173.7 177.2 180.9 191.8 207.5 224.7 248.1 280.0 

Cost of materials and inventory movements 52.6 54.8 53.2 56.6 55.6 58.1 60.7 66.5 74.5 

Gross Profit 119.3 118.9 124.0 124.3 136.2 149.4 164.0 181.6 205.5 

Gross Margin 69.4% 68.4% 70.0% 68.7% 71.0% 72.0% 73.0% 73.2% 73.4% 

Research and developments 14.4 18.7 20.3 20.2 22.1 24.5 27.0 29.8 33.6 

Subcontracting and others 32.1 29.0 28.5 29.8 33.6 39.4 44.9 50.9 58.8 

Salaries and social security costs 47.2 51.2 53.3 52.6 53.7 56.0 59.5 64.0 70.0 

EBITDA 25.6 19.9 22.0 21.8 26.8 29.5 32.6 37.0 43.1 

EBITDA Margin 14.9% 11.5% 12.4% 12.0% 14.0% 14.2% 14.5% 14.9% 15.4% 

Depreciation, Amortisation & Impairments 9.2 10.0 17.7 11.2 7.9 8.1 8.2 8.4 8.6 

Extraordinary costs 0.0 -1.9 -18.3 7.1 0.0 0.0 0.0 0.0 0.0 

EBIT 16.4 11.8 22.6 3.5 18.9 21.4 24.3 28.5 34.5 

EBIT Margin 9.5% 6.8% 12.7% 1.9% 9.9% 10.3% 10.8% 11.5% 12.3% 

Interests and financial incomes 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Interests and financial charges -0.7 -0.7 -0.7 -0.4 -0.3 -0.3 -0.1 0.0 0.0 

Value movements in derivative financial 

instruments 
-0.1 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.0 

Share of profit of associate (after taxes) 0.6 0.7 0.6 1.0 1.0 1.0 1.0 1.0 1.1 

EBT 16.3 11.9 22.5 4.1 19.6 22.1 25.3 29.6 35.5 

EBT Margin 9.5% 6.8% 12.7% 2.3% 10.2% 10.7% 11.3% 11.9% 12.7% 

Taxes 2.8 2.1 4.6 -0.5 3.9 4.4 5.1 5.9 7.1 

Tax rate 17.2% 17.5% 20.6% -12.5% 20.0% 20.0% 20.0% 20.0% 20.0% 

Net Income 13.5 9.8 17.9 4.7 15.7 17.7 20.3 23.6 28.4 

Net income margin 7.9% 5.6% 10.1% 2.6% 8.2% 8.5% 9.0% 9.5% 10.2% 

Attribuable to          

Equity holders 13.5 9.8 17.9 4.7 15.7 17.7 20.3 23.6 28.4 

Non-controlling interests 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Source: Nedap annual reports, Team Estimates 
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Appendix 7.2: Balance Sheet 

In Euro Millions 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Tangible fixed assets 45.8 48.0 45.2 42.4 41.8 41.4 41.3 41.5 41.9 

Intangible fixed assets 10.9 10.5 5.8 4.7 4.5 3.9 3.4 2.8 2.3 

Associate 2.4 3.0 3.2 3.7 3.8 4.1 4.3 4.6 4.8 

Loans receivables 5.7 0.3 0.2 0.1 0.0 0.0 0.0 0.0 0.0 

Deferred tax assets 0.5 0.9 0.2 0.2 0.5 0.5 0.6 0.7 0.7 

Fixed Assets 65.3 62.6 54.5 51.1 50.7 50.0 49.6 49.6 49.8 

Inventories 26.8 25.8 23.4 24.7 28.8 29.1 20.2 22.3 25.2 

Trade 36.0 34.3 29.4 31.1 33.0 35.7 38.6 42.7 48.2 

Income tax receivables 0.0 0.0 1.0 0.4 0.4 0.4 0.4 0.4 0.4 

Cash and cash equivalents 2.9 3.5 3.8 3.6 3.9 4.1 4.3 4.6 4.9 

Current Assets 65.8 63.6 57.6 59.9 66.0 69.2 63.6 70.0 78.6 

ASSETS 131.1 126.2 112.1 110.9 116.7 119.2 113.2 119.5 128.4 

Borrowings 16.6 16.4 16.2 14.5 14.3 14.2 2.0 2.0 2.0 

Derivatives 0.3 0.2 0.2 0.1 0.0 0.0 0.0 0.0 0.0 

Employee benefits 0.3 6.8 0.0 0.6 0.6 0.6 0.7 0.7 0.8 

Provisions 0.0 0.0 0.0 6.2 2.2 0.0 0.0 0.0 0.0 

Deferred tax liabilities 5.5 2.2 1.9 1.0 0.7 0.7 0.7 0.7 0.8 

Fixed Liabilities 22.7 25.7 18.3 22.4 17.9 15.6 3.4 3.5 3.6 

Borrowings 0.3 0.2 0.2 1.8 0.0 0.0 0.0 0.0 0.0 

Bank overdraft 17.4 20.5 4.8 6.1 4.3 3.8 1.4 0.9 0.3 

Employee benefits 0.5 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Provisions 3.5 0.7 2.2 2.2 6.2 2.2 0.0 0.0 0.0 

Income tax payables 0.4 1.6 0.4 0.1 0.4 0.4 0.5 0.6 0.7 

Taxes on social charges 3.0 2.8 3.2 2.9 3.2 3.4 3.6 3.8 4.2 

Trade and other payables 20.2 20.7 26.4 22.6 24.4 27.9 31.6 34.6 38.8 

Current Liabilities 45.3 46.8 37.2 35.5 38.5 37.6 37.1 39.9 43.9 

LIABILITIES 68.0 72.5 55.5 57.9 56.3 53.2 40.5 43.4 47.5 

Share capital 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 

Statutory reserves 11.1 10.7 5.6 4.2 3.4 3.4 3.4 3.4 3.4 

Reserves 37.7 32.4 32.3 43.4 40.4 44.2 48.4 48.4 48.4 

Undistributed profit attributable to 

shareholders 13.5 9.8 17.9 4.7 15.7 17.7 20.3 23.6 28.4 

Minority interests 0.1 0.1 0.1 0.1 0.1 - - - - 

Undistributed profit attributable to minority 

interests 0.0 0.0 0.0 0.0 0.0 - - - - 

EQUITY 63.1 53.7 56.6 53.0 60.3 66.0 72.7 76.1 80.9 

LIABILITIES AND EQUITY 131.1 126.2 112.1 110.9 116.7 119.2 113.2 119.5 128.4 

Source: Nedap annual reports, Team Estimates 
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Appendix 7.3: Cash flow statement 

In Euro Millions 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Profit after taxes 13.5 9.8 17.9 4.7 15.7 17.7 20.3 23.6 28.4 

Non Cash Charges (mainly amortizations and taxes) 13.3 11.9 10.3 16.3 8.1 9.5 12.3 13.3 14.7 

Change in Working Capital excluding cash -1.9 -0.4 7.0 -7.3 -1.1 -3.3 7.7 -2.7 -3.7 

Interests and taxes -1.6 -2.1 -4.5 -0.6 -3.2 -3.7 -4.1 -4.9 -6.0 

Cash flow from operating activities 23.3 19.2 30.7 13.1 19.5 20.1 36.2 29.3 33.3 

Investment in tangible asset -8.3 -10.4 -7.1 -6.5 -6.5 -6.9 -7.3 -7.8 -8.2 

Investment in intangible asset -2.8 -2.0 -1.2 -0.6 -0.6 -0.7 -0.7 -0.7 -0.8 

Others 1.3 0.7 0.8 0.9 0.2 0.2 0.2 0.2 0.2 

Cash flow from investing activities -9.7 -11.7 -7.5 -6.2 -6.9 -7.4 -7.8 -8.3 -8.8 

Total cash flow available for financing activities 13.6 7.5 23.2 6.8 12.6 12.8 28.4 21.0 24.6 

Dividend payment -9.2 -10.1 -7.4 -8.4 -8.6 -11.9 -13.6 -20.3 -23.6 

Debt payment - - - - -1.9 -0.1 -12.2 0.0 0.0 

Cash flow from financing activities -9.2 -10.1 -7.4 -8.4 -10.5 -12.0 -25.8 -20.3 -23.6 

Movement in cash and cash equivalents and banks 4.4 -2.6 15.8 -1.6 2.1 0.7 2.6 0.8 0.9 

Cash 1 January -18.8 -14.4 -17.0 -1.1 -2.5 -0.4 0.3 2.9 3.7 

Exchange gain or losses 0.0 0.0 0.2 0.2 0.0 0.0 0.0 0.0 0.0 

Cash 31 December -14.4 -17.0 -1.1 -2.5 -0.4 0.3 2.9 3.7 4.6 

Cash and cash equivalents 2.9 3.5 3.8 3.6 3.9 4.1 4.3 4.6 4.9 

Bank overdraft 17.4 20.5 4.8 6.1 4.3 3.8 1.4 0.9 0.3 

Source: Nedap annual reports, Team Estimates 
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Appendix 7.4: Income statement assumptions 

 Revenue: Despite the fact that Nedap does not recognize its business units as separated 

business segment under IFRS 8, A thorough analysis of its annual reports & press releases, the 

meeting with the CFO, the use of the Dutch “Schaal van Mock”, auditor review and the 

company website enable us to estimate the business repartition of the company in 2015 as 

follows: 

 

 

                                                                                                                                                                                                                Source: Team Estimates 
                    

Besides, the following table resumes market growth per business unit as well as the expected pounded growth of Nedap depending on its 

business unit repartition: 

Assumptions : CAGR 2016e 2017e 2018e 2019e 2020e 

Retail 40.0% 40.0% 40.0% 40.0% 40.0% 

Livestock Management 5.0% 20.0% 2.0% 2.0% 2.0% 

Security Management 13.4% 13.4% 13.4% 13.4% 13.4% 

ID System & Mobility Solutions 8.3% 8.3% 8.3% 8.3% 8.3% 

Healthcare 1.9% 1.9% 1.9% 1.9% 1.9% 

Light Control 0.0% 0.0% 0.0% 0.0% 0.0% 

Staffing Solutions 0.6% 0.6% 0.6% 0.6% 0.6% 

Library Solutions -2.5% -2.9% -3.4% -3.4% -3.4% 

Pounded growth 13.4% 18.2% 16.5% 18.9% 21.4% 

Source: Team Estimates based on Industry overview 
 

Thanks to the industry analysis of the different business segments (financial reports, press releases...); we were able to forecast growth of the 

market as well as company sensitivity (capture) to the market. The next table demonstrates that Nedap outperformed the market in 2011 and 

2012 and won market shares. This is totally linked to their strategy to grow abroad and to invest in marketing. In 2013 (1.1% CAGR), the company 

suffered from low milk price but also modest revenues in the Security Management and Library business units. We see their conservative 

strategy to grow internally, to hire highly skilled people and to focus on high added value as a big restraint to follow the high growth market. 

This is why Nedap only capture 16 % of the growth in 2015 and 2016. In 2015, the company decided to launch its outsourcing program. And 

this is where we are really confident in the management ability to understand company weaknesses and missing opportunities. Outsourcing 

will boost flexibility and increase market growth capture. Combined with milk price increase expectations, we expect the company to capture 

45 % of the market growth in 2016 and 2017 which is consistent with management guidance goal of 6 %. We see further evolution thanks to 

probable enhancing and fostering of the outsourcing program in the future. 

Market Share Evolution 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Pounded growth of Business Unit markets 11% 12% 10% 12% 13% 13.4% 18.2% 16.5% 18.9% 21.4% 

Nedap's capture of the market growth 130.5% 110.6% 10.7% 16.3% 16.4% 45.0% 45.0% 50.0% 55.0% 60.0% 

Revenue 152.3 171.9 173.7 177.2 180.9 191.8 207.5 224.7 248.1 280.0 

Growth of Nedap  14.1% 12.8% 1.1% 2.0% 2.1% 6.0% 8.2% 8.3% 10.4% 12.9% 

Source: Nedap annual reports, Team Estimates 
 

Assumptions are highlighted in orange and results on accounting items are highlighted in grey. We will follow the same path for next assumptions. 

 

 
Source: Nedap annual reports, Team Estimates 
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 Cost of materials: We forecasted cost of material based on estimated gross margin. There are 2 elements driving the gross margin: 

(1) The outsourcing program and (2) the shift from products sales to services sales. Therefore, we expect the gross margin to reach 71% in 

2016 and 72% in 2017 and continues to slightly benefit from both drivers in the future. 

Cost of Materials (€ m) 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Products 137.0 153.8 152.7 153.6 152.6 160.7 173.1 186.9 206.9 235.5 

Services 15.4 18.0 21.0 23.6 28.3 31.1 34.4 37.8 41.1 44.5 

Total  152.3 171.9 173.7 177.2 180.9 191.8 207.5 224.7 248.1 280.0 

Gross margin 67.0% 69.4% 68.4% 70.0% 68.7% 71.0% 72.0% 73.0% 73.2% 73.4% 

COGS 50.3 52.6 54.8 53.2 56.6 55.6 58.1 60.7 66.5 74.5 

COGS CAGR 16.2% 4.6% 4.3% -3.0% 6.3% -1.7% 4.5% 4.4% 9.6% 12.0% 

Source: Nedap annual reports, Team Estimates 

 Salaries: We used the percentage of sales and we expect it to reach 28% in 2016 and 27% of sales in 2017.  

 R&D: We used the percentage of sales and based on management guidance and new accounting policy, we expect it to reach 

12 % of sales by 2018. 

 Subcontracting: We used the percentage of sales and due to the outsourcing program, we expect it to reach 17,5% in 2016 and 

19% of sales in 2017. We also expect the outsourcing program to be fostered and the cost percentage to slightly increase. 

 

The next table resumes these 3 items: 

Other costs (€ m) 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Salaries 43.7 47.2 51.2 53.3 52.6 53.7 56.0 59.5 64.0 70.0 

% of sales 28.7% 27.5% 29.5% 30.1% 29.1% 28.0% 27.0% 26.5% 25.8% 25.0% 

CAGR 8.8% 8.0% 8.5% 3.9% -1.3% 2.2% 4.3% 6.3% 7.5% 9.4% 

R&D 10.3 14.4 18.7 20.3 20.2 22.1 24.5 27.0 29.8 33.6 

% of sales 6.8% 8.4% 10.8% 11.5% 11.2% 11.5% 11.8% 12.0% 12.0% 12.0% 

CAGR 6.8% 39.1% 29.9% 8.6% -0.6% 9.2% 11.0% 10.1% 10.4% 12.9% 

Subcontracting 29.4 32.1 29.0 28.5 29.8 33.6 39.4 44.9 50.9 58.8 

% of sales 19.3% 18.7% 16.7% 16.1% 16.5% 17.5% 19.0% 20.0% 20.5% 21.0% 

CAGR 18.4% 9.3% -9.6% -1.9% 4.8% 12.5% 17.5% 14.0% 13.2% 15.6% 

Source: Nedap annual reports, Team Estimates 

 Depreciation, Amortization and Impairment: This item depends on gross tangible and intangible assets (Details in Appendix 

7.5: Balance sheet assumptions). The following table gives an overview of the depreciation computation. Actually, we expect 

depreciation of 5% of the gross tangible balance sheet value. These figures are consistent with ante restructuring program figures. 

Actually, really high depreciation percentage of gross balance sheet value in 2014 and 2015 are mainly due to high impairment and 

divestment for the restructuring program for tangible assets as well as high impairment due to the new policy to have only 

development asset that will provide future revenue for intangible assets. Gross balance sheet asset evolution is detailed in appendix 

7.5. 

 

In Euro millions 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Depreciation 9.2 10.0 17.7 11.2 7.9 8.1 8.2 8.4 8.6 

   Depreciation on tangible assets 7.5 7.5 11.6 9.4 7.1 7.3 7.4 7.6 7.8 

      % gross tangible BS value 6% 6% 8% 7% 5% 5% 5% 5% 5% 

   Amortization of intangible assets (R&D) 1.7 2.6 6.1 1.8 0.8 0.8 0.8 0.8 0.9 

      % gross R&D BS value 10% 16% 35% 11% 5% 5% 5% 5% 5% 

Source: Nedap annual reports, Team Estimates 

 Financial Charges: We used a Percentage of debts and we expect it to remain stable at 1.7%. Evolution of net debt depends on 

cash flow assumption explained in Appendix: cash flow assumption.  

 Financial income: We used percentage of cash and investments. We expect it to remain stable at 1 %.  

Financial Results (€ m) 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Cash and investments 3.3 2.9 3.5 3.8 3.6 3.6 3.9 4.1 4.3 4.6 

Financial incomes 0.2 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

% of cash and investments 4.65% 3.82% 2.01% 1.19% 1.13% 1% 1% 1% 1% 1% 

LT debts and ST debts 39.3 34.2 37.1 21.2 22.3 18.5 17.9 3.3 2.8 2.0 

Financial charges -1.2 -0.6 -0.7 -0.6 -0.4 -0.3 -0.3 -0.1 0.0 0.0 

% of debts -3.0% -1.8% -1.8% -3.1% -1.7% -1.7% -1.7% -1.7% -1.7% -1.7% 

Source: Nedap annual reports, Team Estimates 

 Derivatives Movement: Item used for hedging so expected mean is 0. 

 Associate: We used expected inflation rate of ECB: 2% 

 Tax: We used tax rate mean of previous 5 years except 2015 which gives 19%. However, we expect it to slightly increase and reach 20 

% in the future due to BEPS policy from OECD and less tax incentives. 
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Appendix 7.5: Balance Sheet assumptions 

Working capital  

We use a top down approach with strategic decision impacting future working capital. Indeed, the outsourcing of production strategy will widely 

impact working capital especially on the level of inventories but also on payable credit term since the company negotiated contracts with 5 major 

suppliers. Main assumptions on working capital is resumed in the following table: 

Working capital (€ m) 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

DSO 75.1 76.5 72.0 60.7 62.8 62.8 62.8 62.8 62.8 62.8 

Account receivables 31.3 36.0 34.3 29.4 31.1 33.0 35.7 38.6 42.7 48.2 

Inventories as % of revenues 18.5% 15.6% 14.9% 13.2% 13.7% 15.0% 14.0% 9.0% 9.0% 9.0% 

Inventories 28.1 26.8 25.8 23.4 24.7 28.8 29.1 20.2 22.3 25.2 

DPO 130.9 140.5 138.0 181.0 145.6 160.0 175.0 190.0 190.0 190.0 

Account payables 18.0 20.2 20.7 26.4 22.6 24.4 27.9 31.6 34.6 38.8 

 Source: Nedap annual reports, Team Estimates 

Short-term Assets 

 Account receivables: We expect Day Sales Outstanding to remain steady at 63 days. since no change in credit term are expected. 

Therefore, increase in Account receivables will follow revenue growth. 

 Inventories: We expect an increase in 2016 and to a lower extent in 2017 due to the restructuring first phase. Indeed, first outsourced 

products are waited in 2016 and during the transition phase, Nedap will need higher stock to face demand and avoid risk of unsatisfied 

orders. After 2017, Inventories should be lower than 2015 (€10m balance sheet to share with fixed asset). We use percentage of sales; 

Therefore, we expect it to reach 15 % in 2016 and to plunge to 9 % in 2018. 

 Income tax receivables: we keep the nominal amount of 2015. 

 Cash and cash equivalents: Depending on cash-flow. (See appendix 7.6: Cash-flow assumptions) 

Long-term Assets 

 Intangible and tangibles assets: Both are function of capex, divestment and depreciation. We estimated an investment in 2016 

similar to 2015 with a growth of 6% based on management growth target. The following table resumes component of net intangible and 

tangible assets on the balance sheet. We expect reinvestments only to keep a qualitative supply chain. 

 

Intangible Assets (€ m) 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Net balance sheet value 10.9 10.5 5.8 4.7 4.5 3.9 3.4 2.8 2.3 

Cumulated amortization (BS) 7.4 5.8 11.9 11.1 11.4 12.2 13.1 13.9 14.7 

Gross balance sheet value 18.3 16.4 17.7 15.8 15.9 16.2 16.4 16.7 17.1 

Balance sheet divestment -0.4 -4.1 0.0 -2.6 -0.5 -0.5 -0.5 -0.5 -0.5 

Investments 2.8 2.2 1.4 0.6 0.7 0.7 0.7 0.8 0.8 

Tangible Assets (€ m)           

Net tangible balance sheet value 45.8 48.0 45.2 42.4 41.8 41.4 41.3 41.5 41.9 

Cumulated depreciation (BS) 84.7 86.6 92.8 97.9 100.9 104.0 107.2 110.5 113.8 

Gross tangible balance sheet value 130.5 134.6 138.0 140.3 142.7 145.5 148.5 152.0 155.7 

Balance sheet divestment -2.9 -7.6 -4.1 -4.0 -4.1 -4.2 -4.2 -4.3 -4.5 

Investments 9.7 11.7 7.5 6.2 6.5 6.9 7.3 7.8 8.2 

 Source: Nedap annual reports, Team Estimates 

 Associate: We used a simple linear regression based on the last 5 years and projected it on the next 5 years. Therefore, we expect a 

growth of 4 % in 2016 and 6 % in 2017. 

 Employee benefit: Back to zero due to the settlement of previous pension plan. Besides, change in value of the pension plan is now 

directly imputed in the P&L. 

 Differed tax assets: We took mean percentage of sales of last 5 years which is 0.3%. 

Long-term liabilities 

 LT borrowing: We expect the long-term agreement of 14 million € due in 2019 to be extended if needed. However, high cash-flow will 

allow paying back part (€12.2 millions) of the debt in 2018. 

 Derivatives: This long-term derivative is used to hedge interest rate of the 1,6 million € loan due in 2016. Since this loan ended, this item 

should be 0 in the future. 

 Employee benefits: We used percentage of salaries of the last year which is 1 %. 

 Provisions: Based on half-year 2016 and consistent with the restructuring plan. We expected to decrease to €2.2millions in 2016. 

 Deferred tax liabilities: It’s especially due to temporary difference in accounting and taxation of depreciation and amortization. 

Therefore, we took the percentage of depreciation of the last year which amounts to 9% of depreciation. 
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Short-term liabilities 

 Borrowing: The main component was due in 2016. However, it is depending on cash-flow. (see appendix cash-flow assumptions) 

 Bank overdraft: Depending on cash-flow statement. (see appendix cash-flow assumptions) 

 Employee benefits: 0 since the pension plan settlement ended. 

 Provisions: Long term provision that are due within one year. We expect it to reach €6.2millions in 2016 and 2.2 in 2017. 

 Income tax payables: We took the mean percentage of Earning Before Tax of the last 5 years which reaches 2%. 

 Taxes on social charges: We took the mean percentage of salaries of the last 5 years which reaches 6%. 

 Account Payables: Finally, we expect the Day Payable Outstanding to increase from 15 days in 2016, 2017 and 2018 due to payment 

term agreement negotiated with the 5 main suppliers. 

Equity 

 Share capital: Nominal value of 2015: €0.10 per share. 

 Statutory reserve: Nominal value of 2015: €3.4millions. 

 Undistributed profit attributable to shareholders: Profit of the year coming from P/L. 

 Reserves: Amount deducted from other equity accounting items. 

Appendix 7.6: Cash flow assumptions 

Cash-flow are driven by 2 main elements: (1) The solvency target of 45% (equity – dividend distributable and minority interest divided by total 

asset). (2) The dividend payout policy of the company to pay 100 % of net income when the target is reached. We expect the company to 

reach this level within two years. Firstly, reaching 41.5 % in 2016, then 44 % in 2017 and finally 45% in 2018. Besides, the company is able to 

payout 100 % of dividend in 2018 thanks to the total balance sheet decrease. 

Dividend Payout Computation (€ m) 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Equity 63.1 53.7 56.6 53.0 60.4 66.0 72.7 76.1 80.9 

Total assets 131.1 126.2 112.1 110.9 116.7 119.2 113.2 119.5 128.4 

Equity minus dividend and minorities 53.0 46.3 48.2 44.4 48.4 52.5 50.9 53.8 57.8 

Profit 13.5 9.8 17.9 4.7 15.7 17.7 20.3 23.6 28.4 

Solvency ratio 40.4% 36.7% 43.0% 40.0% 41.5% 44.0% 45.0% 45.0% 45.0% 

Dividend paid 10.1 7.4 8.4 8.6 11.9 13.6 20.3 23.6 23.1 

Dividend payout 75% 75% 47% 184% 76% 77% 100% 100% 81% 

 

Source: Nedap annual reports, Team Estimates 

Computation of dividend payment allowed to compute the cash flow statement. Cash flow statement computation enabled to compute 

bank overdraft as well as cash and cash equivalents items. We deducted from cash flow available the payment of debts (especially 

€12.2millions payment of long-term debt in 2018 coming from working capital change cash flow) and the result on financial charges.  

In Euro Millions 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

Debt payment - - - - -1.9 -0.1 -12.2 0.0 0.0 

Cash flow from financing activities -9.2 -10.1 -7.4 -8.4 -10.5 -12.0 -25.8 -20.3 -23.6 

Movement in cash and cash equivalents and banks 4.4 -2.6 15.8 -1.6 2.1 0.7 2.6 0.8 0.9 

Cash 1 January -18.8 -14.4 -17.0 -1.1 -2.5 -0.4 0.3 2.9 3.7 

Exchange gain or losses 0.0 0.0 0.2 0.2 0.0 0.0 0.0 0.0 0.0 

Cash 31 December -14.4 -17.0 -1.1 -2.5 -0.4 0.3 2.9 3.7 4.6 

Cash and cash equivalents 2.9 3.5 3.8 3.6 3.9 4.1 4.3 4.6 4.9 

Bank overdraft 17.4 20.5 4.8 6.1 4.3 3.8 1.4 0.9 0.3 

 Source: Nedap annual reports, Team Estimates 
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Appendix 7.7: Unlevered cash flow computation 

Thanks to the financial statement computations, we were able to compute unlevered cash flow needed for the DCF valuation. 

Unlevered Free Cash Flow (€ m) 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e 

EBIT 16.4 11.8 22.6 3.5 18.9 21.4 24.3 28.5 34.5 

Taxes 2.8 2.1 4.6 -0.5 3.9 4.4 5.1 5.9 7.1 

Unlevered Net Income 13.6 9.7 17.9 4.0 15.0 17.0 19.3 22.6 27.4 

           

Adjustments schedule           

Depreciation and Amortization 9.2 10.0 17.7 11.2 7.9 8.1 8.2 8.4 8.6 

Other 4.1 1.9 -7.5 5.2 0.2 1.4 4.1 4.9 6.0 

Total Adjustments 13.3 11.9 10.3 16.3 8.1 9.5 12.3 13.3 14.7 

           

Working Capital Schedule           

Current Asset 65.8 63.6 57.6 59.9 66.0 69.2 63.6 70.0 78.6 

Current Liabilities 45.3 46.8 37.2 35.5 38.5 37.6 37.1 39.9 43.9 

Net Working Capital 20.5 16.8 20.4 24.3 27.5 31.6 26.5 30.0 34.7 

           

Capital Expenditures Schedule           

Total CAPEX -9.7 -11.7 -7.5 -6.2 -6.9 -7.4 -7.8 -8.3 -8.8 

           

FREE CASH FLOW SCHEDULE           

Unlevered Net Income 13.6 9.7 17.9 4.0 15.0 17.0 19.3 22.6 27.4 

Adjustments 13.3 11.9 10.3 16.3 8.1 9.5 12.3 13.3 14.7 

Change in Net Working Capital -1.9 -0.4 7.0 -7.3 -3.2 -4.0 5.1 -3.5 -4.6 

CAPEX -9.7 -11.7 -7.5 -6.2 -6.9 -7.4 -7.8 -8.3 -8.8 

Unlevered Free Cash Flow 15.3 9.5 27.8 6.8 13.0 15.0 28.8 24.1 28.6 

 Source: Nedap annual reports, Team Estimates 

Appendix 7.8: Ratios analysis 

5-year Average (2011-2015) 
Net 

margin 
ROE ROA 

Current 

ratio 

Quick 

ratio 

Cash 

ratio 

LT debt 

to asset 

LT debt to 

equity 

Net Debt/ 

EBITDA 

Interest 

coverage 

Nedap 6.7% 20.0% 9.3% 1.5 0.9 0.1 13.3 28.4 1.2 22.5 

Gunnebo AB 2.8% 9.2% 3.5% 1.5 1.1 0.3 20.0 55.3 1.8 11.4 

Kapsch TrafficCom AG 2.3% 5.6% 2.3% 2.0 1.7 0.5 16.9 42.3 1.3 4.6 

Trimble Inc. 8.5% 9.3% 5.6% 1.5 1.1 0.3 19.1 32.7 1.5 14.7 

Gemalto N.V. 8.2% 9.8% 6.8% 2.2 1.9 0.8 4.7 7.8 -0.8 45.1 

Zetes Industries N.V. 2.6% 7.7% 3.6% 1.2 1.0 0.2 1.5 3.1 -0.2 27.3 

Avery Dennison Corp. 3.6% 16.5% 4.7% 1.3 1.0 0.2 19.7 70.8 1.3 7.0 

Zebra Technologies Corp. 7.2% 6.8% 7.7% 4.5 3.6 2.0 23.4 128.7 2.0 2.4 

Kardex AG 5.8% 21.7% 10.0% 2.1 1.8 0.9 4.8 17.0 -1.4 15.4 

TKH Group N.V. 4.6% 13.8% 5.7% 1.7 1.0 0.3 19.8 50.4 1.4 7.5 

Mean 5.2% 12.0% 5.9% 1.9 1.5 0.5 14.3 43.6 0.8 15.8 

Median 5.2% 9.5% 5.6% 1.6 1.1 0.3 18.0 37.5 1.3 13.1 

Source: Factset, Team estimates 

The table above shows main financial ratios of Nedap’s peer in order to compute benchmark ratios with Mean or Median. We can see that 

Nedap outperforms the average of its peer in every ratio except in liquidity. To get a better overview of this performance, we run a percentage 

comparison between Nedap’s ratios and its peer average. It provides the following table: 

5-year Average (2011-

2015) 

Net 

margin 
ROE ROA 

Current 

ratio 

Quick 

ratio 

Cash 

ratio 

LT debt 

to 

asset 

LT debt 

to equity 

Net 

Debt/ 

EBITDA 

Interest coverage 

Nedap ratios 6.7% 20% 9.3% 1.5 0.9 0.1 13.3 28.4 1.2 22.5 

Median 5.2% 9.5% 5.6% 1.6 1.1 0.3 18.0 37.5 1.3 13.1 

Premium/discount 27.5% 109.4% 64.9% -6.9% -19.1% -71% 26.2% 24.2% 10.4% 72.5% 

Source: Nedap annual reports, Team Estimates 

 

Finally, ratios are gathered in Profitability, liquidity, financial leverage and financial coverage in order to have a good picture of the situation: 

5-year Average (2011-2015) Profitability Liquidity Leverage Coverage 

Peer average 100% 100% 100% 100% 

Nedap premium/discount 67.3% -32.3% 25.2% 41.5% 

Source: Team Estimates 
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Appendix 7.9: Benchmarking 

 

Source: Factset, Bloomberg, Team Estimates 

Appendix 8: Valuation DCF 

 

WACC Calculation 

WACC 

Risk-Free Rate 0.68% 

Beta 1.33 

Market Risk Premium 6.50% 

Cost of Equity 9.33% 

Pre-Tax Cost of Debt 1.38% 

Marginal Tax Rate 25% 

Cost of Debt, Post-Tax 1.03% 

Weight of Equity 86.97% 

Weight of Debt 13.03% 

WACC 8.24% 

Source: Team Estimates 

 

Euribor Rates 

  12-19-2016 12-16-2016 12-15-2016 12-14-2016 12-13-2016 

Euribor - 1 week -0.380% -0.381% -0.381% -0.381% -0.381% 

Euribor - 2 weeks -0.371% -0.371% -0.370% -0.373% -0.373% 

Euribor - 1 month -0.371% -0.372% -0.370% -0.371% -0.371% 

Euribor - 2 months -0.337% -0.336% -0.337% -0.336% -0.338% 

Euribor - 3 months -0.313% -0.314% -0.316% -0.316% -0.316% 

Euribor - 6 months -0.216% -0.216% -0.217% -0.217% -0.218% 

Euribor - 9 months -0.136% -0.136% -0.137% -0.137% -0.137% 

Euribor - 12 monts -0.081% -0.081% -0.081% -0.082% -0.081% 

Source: Euribor-rates.eu 

 

 

 

 

 

 

 

 

 

Company

2016e 2017e 2018e 2016e 2017e 2018e 2016e 2017e 2018e Sales EBITDA EPS

Gunnebo AB 8.0% 8.4% 8.9% 3.2 3.8 4.3 10.9% 12.8% 13.2% 2.4% 10.5% 13.4%

Kapsch TrafficCom AG 11.6% 12.0% 12.3% 2.6 3.0 3.0 16.6% 14.7% 13.5% 6.2% 0.2% 8.3%

Trimble Inc. 17.7% 19.3% 20.9% 1.2 1.4 1.6 12.9% 13.6% 13.3% 5.6% 9.7% 12.1%

Gemalto N.V. 18.7% 19.6% 20.2% 3.6 4.1 4.6 12.4% 11.8% 12.4% 3.9% 8.9% 10.4%

Zetes Industries N.V. 10.2% 10.0% 9.8% 2.1 2.3 2.5 - - - 4.2% 3.3% 7.9%

Avery Dennison Corp. 12.9% 13.0% 13.2% 4.0 4.3 4.8 33.5% 35.1% 33.4% 2.8% 5.7% 11.6%

Zebra Technologies Corp. 17.5% 18.4% 19.0% 5.4 6.4 7.1 -14.9% 11.1% 16.1% 0.4% 5.0% 10.3%

Kardex AG 12.7% 13.0% 12.9% 3.9 3.9 4.3 - - - 5.6% 6.3% 4.3%

TKH Group N.V. 12.1% 12.5% 13.1% 2.2 2.4 2.8 13.6% 14.2% 15.0% 3.4% 4.8% 5.0%

Mean 13.5% 14.0% 14.5% 3.1 3.5 3.9 12.1% 16.2% 16.7% 3.8% 6.0% 9.3%

Median 12.7% 13.0% 13.1% 3.2 3.8 4.3 12.9% 13.6% 13.5% 3.9% 5.7% 10.3%

Nedap NV 14.0% 14.2% 14.5% 2.3 2.6 3.0 26.0% 26.8% 27.9% 7.5% 14.4% 13.6%

Premium/Discount 91.5% 151.4% 31.3%

ROEEPS 2016-2018 CAGR growthEBITDA margin

10.4% -19.7% 101.4%
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Market Risk Premium 

KPMG NL - Historic MRP 

  KPMG estimate 

30 Sep 16 6.50% 

30 Jun 16 6.00% 

31 Mar 16 5.75% 

31 Dec 15 6.00% 

30 Sep 15 6.25% 

30 Jun 15 6.25% 

31 Mar 15 6.25% 

31 Dec 14 6.00% 

30 Sep 14 6.00% 

30 Jun 14 6.00% 

31 Mar 14 6.00% 

31 Dec 13 6.00% 

30 Sep 13 6.00% 

30 Jun 13 6.50% 

31 Mar 13 6.50% 

31 Dec 12 6.50% 

30 Sep 12 6.50% 

30 Jun 12 6.50% 

Source: KPMG NL: Equity Market Risk Premium – Research Summary, 13 October 2016 

Weights of Equity & Debt 

We based the different WACC computations on the following forecasted net debt and shareholders fund. 

  

 
Source: Nedap annual reports, Team Estimates 

Effective Tax Rate 
  Effective Tax Rate 

2014 21.10% 

2013 18.60% 

2012 17.90% 

2011 21.00% 

2010 17.00% 

Average 19.12% 

Source: Nedap NV Financial Reports 
 

The effective tax rate is computed as 5-year average, rounded to 20% due to reduction of tax incentives coming from OCDE harmonization 

requirement. We didn’t take 2015 into account because of the uniqueness characteristics of this year (i.e. business transformation, negative 

effective tax rate). The marginal tax rate used is Netherlands corporate tax rate (25%). 

74%

26%

2015 Weights of WACC

Shareholders fund

Net debt

1

0

Target Weights of WACC

Shareholders fund Net debt

86.97%

13.03%

Computed Weights of WACC

Shareholders fund Net debt
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Appendix 8.1: Risk to Target Price 

Effect of Changes in WACC and Long-Term Growth Rate on Target Price 
  Long-Term Growth Rate 

W
A

C
C

 

  0% 1.0% 1.5% 2.0% 2.5% 3.0% 4.0% 

7.0% 46.2 49.2 51.1 53.4 56.2 59.6 70.0 

7.5% 44.7 47.2 48.8 50.6 52.8 55.6 63.4 

8.0% 43.3 45.5 46.8 48.3 50.1 52.3 58.3 

8.2% 42.7 44.7 45.9 47.3 49.0 51.0 56.3 

8.5% 42.1 43.9 45.1 46.4 47.9 49.7 54.4 

9.0% 41.0 42.6 43.6 44.7 46.0 47.5 51.3 

9.5% 40.0 41.4 42.3 43.2 44.3 45.6 48.8 

Source: Team Estimates 
 

Effect of Changes in WACC and DCF weight on Target Price 

  Weight on DCF Method 

W
A

C
C

 

  35% 40% 45% 50% 55% 60% 65% 

7.0% 50.9 51.7 52.6 53.4 54.2 55.0 55.9 

7.5% 49.0 49.5 50.1 50.6 51.2 51.7 52.3 

8.0% 47.3 47.7 48.0 48.3 48.6 49.0 49.3 

8.2% 46.6 46.9 47.1 47.3 47.5 47.8 48.0 

8.5% 46.0 46.1 46.2 46.4 46.5 46.6 46.7 

9.0% 44.8 44.8 44.7 44.7 44.6 44.6 44.6 

9.5% 43.8 43.6 43.4 43.2 43.1 42.9 42.7 

Source: Team Estimates 
 

Effect of Changes in Comparable Multiples on Target Price 

 M&A EV/EBITDA 

Tr
a

d
in

g
 E

V
/E

B
IT

D
A

 

 9.0 9.5 10.0 10.5 11.0 11.5 12.0 12.5 13.0 

8.5 43.2 43.7 44.3 44.8 45.4 45.9 46.5 47.0 47.6 

9.0 43.7 44.3 44.8 45.4 46.0 46.5 47.0 47.6 48.1 

9.5 44.3 44.8 45.4 45.9 46.5 47.0 47.6 48.1 48.7 

10.0 44.8 45.4 45.9 46.5 47.1 47.6 48.1 48.7 49.2 

10.2 45.1 45.7 46.2 46.8 47.3 47.9 48.4 49.0 49.5 

10.5 45.4 45.9 46.5 47.0 47.6 48.1 48.7 49.2 49.8 

11.0 45.9 46.5 47.0 47.6 48.2 48.7 49.2 49.8 50.3 

11.5 46.5 47.0 47.6 48.1 48.7 49.2 49.8 50.3 50.9 

12.0 47.0 47.6 48.1 48.7 49.3 49.8 50.3 50.9 51.4 

 Source: Team Estimates 
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Appendix 9: Multiple Valuations  

 

Appendix 9.1: Trading Multiple computation 

EV/EBITDA Ratio  

In order to make a comparative valuation, the implied share price of Nedap is computed considering the median multiple of all  the peers we 

chose taking the average of the last 5 years into consideration. EV/EBITDA multiple is chosen for its focus on earnings which are not altered by 

capital structure and taxation. As Nedap NV is now outsourcing a lot of its production, the company barely has intangible assets. Using EV/EBITDA 

would remove the differences Nedap NV can have regarding its peers due to different capital structure and taxation resulting from international 

exposition for example.  

P/E Ratio 

Even though we compare the Price Earnings ratio of Nedap NV to its peers, the valuation does not rely on this multiple because of several factors. 

First, Nedap NV has a high dividend policy. Second, the P/E ratio of Nedap NV and most of its peers is not stable through time. This property could 

come from the dividend policy of the company but the main argument is that those companies are from the technology sector which is known 

for high growth rate. A Price Earnings Growth (PEG) ratio could have been used for the valuation but - since Nedap NV relies only on organic 

growth - this ratio was not considered. 

To make the comparison with accurate peers, we looked at different multiples (average from 5 previous years) and market capitalization. The 

following table summarizes our findings. 
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Appendix 9.2: Trading Multiple Benchmarking 

2011-2015 Average Benchmarking 

Company EV/EBITDA EV/Sales Profit Margin P/E Market Cap (€ Millions) 

Gunnebo AB 9.6 0.6 2.7 35.8 311.7  

Kapsch TrafficCom AG 13.7 1.4 2.3 52.0 484.6  

Trimble Inc. 20.1 3.5 8.5 36.1 7,219.1  

Gemalto N.V. 13.6 2.1 8.2 27.4 5,013.5  

Zetes Industries N.V. 6.7 0.5 2.6 20.2 291.0 

Avery Dennison Corp. 8.0 0.9 3.8 17.6 5,970.5  

Zebra Technologies Corp. 17.1 2.3 8.2 33.9 4,324.9  

Kardex AG 5.8 0.6 5.8 13.5 687.2  

TKH Group N.V. 9.4 1.0 4.6 18.8 1,616.7  

Mean 11.6 1.4 5.2 28.4   

Median 9.6 1.0 4.6 27.4   

Nedap NV 8.8 1.2 6.7 20.3 223.5  

Premium/Discount -8.0% 23.8% 44.0% -26.0%   

Source: Bloomberg 
 

Forecast Benchmarking 

Company 
EV/EBITDA P/E Dividend Yield 

2016e 2017e 2018e 2016e 2017e 2018e 2016e 2017e 2018e 

Gunnebo AB 8.1 7.3 6.8 11.8 10.0 9.0 2.8% 3.5% 3.9% 

Kapsch TrafficCom AG 6.2 5.7 5.7 12.5 12.0 10.7 2.9% 3.2% 3.1% 

Trimble Inc. 18.7 15.9 12.7 25.7 22.3 18.4 0.0% 0.0% 0.0% 

Gemalto N.V. 9.4 8.6 7.7 15.6 13.8 12.3 0.9% 0.9% 1.1% 

Zetes Industries N.V. 11.3 10.8 -- 26.2 23.7 -- 2.0% 2.4% -- 

Avery Dennison Corp. 9.5 9.1 8.7 17.7 16.3 14.8 2.3% 2.5% 2.4% 

Zebra Technologies Corp. 11.4 10.8 10.2 15.8 13.5 12.1 0.0% 0.0% 0.0% 

Kardex AG 12.3 11.5 11.0 22.6 20.5 19.2 3.3% 3.6% 3.9% 

TKH Group N.V. 11.4 10.2 9.1 17.8 15.9 13.7 2.8% 3.2% 2.7% 

Mean 10.9 10.0 9.0 18.4 16.4 13.8 1.9% 2.1% 2.1% 

Median 11.3 10.2 8.9 17.7 15.9 13.0 2.3% 2.5% 2.6% 

Nedap NV 9.3 8.5 7.7 14.2 12.6 11.0 5.3% 6.1% 9.1% 

Premium/Discount -17.3% -17.1% -13.5% -19.7% -20.6% -15.3% 133.8% 144.2% 257.2% 

Source: Bloomberg, Team Estimates 
 

Nedap NV Forecast VS Consensus (as of 10th of January 2017) 

  EV/EBITDA P/E Dividend Yield Target 

Price (€) 
  2016e 2017e 2018e 2016e 2017e 2018e 2016e 2017e 2018e 

Consensus 11.5 9.0 7.5 18.8 14.5 11.3 4.0% 5.2% 6.6% 36.0 

Team Estimates 9.3 8.5 7.7 14.2 12.6 11.0 5.4% 6.1% 9.1% 47.3  

Premium/Discount -18.8% -6.0% 2.2% -24.3% -13.2% -2.8% 33.5% 18.1% 37.3% 31.4% 

Source: Bloomberg, Factset, Team Estimates 
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Appendix 9.3: Acquisition Multiple Computation 

22th December 2016 Deal Information 

Panasonic offer on Zetes Industries 

Price per Share (€) 54.5 

Shares Outstanding (m) 5.2 

Equity Value (€ m) 285.0 

Net Debt (€ m) 0.2 

EV (€ m) 285.2 

EBITDA (€ m) 25.9 

EV/EBITDA 11.0 

Source: Factset, Team Estimates 
 

2016e EBITDA, Net Debt and current market capitalization have been used to compute this multiple.  
 

M&A Multiple Computation 

Transaction Multiple Price 

M&A EV/EBITDA 11.0 

Nedap est. EBITDA (€ m) 29.5 

EV (€ m) 324.5 

Est. Net Debt (€ m) 11.4 

Equity (€ m) 313.1 

Shares Outstanding (m) 6.693 

Implied Share Price (€) 46.8 

Source: Team Estimates 
 

As for the trading multiple, we combined the comparable multiple and put it in relation with our Nedap 2017e EBITDA.  
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Appendix 10: Risk Analysis 

Appendix 10.1: Risk taxonomy 

Risk taxonomy             General description                    Expected impact  

 

Credit risk 

 

Nedap could incur severe financial losses if some counterparties do not 

fulfill contractual obligation, e.g. a counterparty defaulting on Nedap 

agreement such as customers who fail to pay in due time. 

Risks arising from customer insolvency are mitigated with 

credit insurance. Nedap focuses on a conservative 

approach and therefore the level of credit risk should be 

minimal. 

 

Liquidity risk 

 

Nedap’s ability to settle its own financial obligation, e.g. high or low 

leveraged business. 

Nedap CFO mentioned in a conference that the company 

has very good clients and remained very confident 

regarding Nedap’s liquidity level. Expected impact is very 

low. 

 

Interest rate risk 

 

Nedap have both fixed and variables liabilities on its balance sheet. Risk 

of rising interest rates could be disadvantageous for Nedap if proper 

hedging positions have not yet been considered. 

Controlling Group in Groenlo is taking care of interest rate 

risk management. However, Nedap adopts a very 

conservative approach and is not involved in complex 

structured financial products. So expected impact of interest 

rate fluctuations remains low. 

 

Market risk 

 

Various markets on which Nedap operates are set to undergo radical 

change in the coming years under the impact of rising transparency and 

globalization. Markets will be larger in scale, more international and more 

competitive. Fast-growing markets exhibit fierce competition in terms of 

price. Price war could definitely reduce business profits. 

 

Nedap’s target goal is not to be a market leader at first. It 

took Nedap considerable time to build up its reputation. 

Now, the company focuses mainly on niche markets by 

selling very unique solutions specific to social relevant 

problems. High valued-added propositions that are scalable 

rather than latest technological propositions. Market risk 

should not be a major problem. 

 

Currency risk 

 

Acting globally, Nedap record multiple transactions in different currencies 

mainly euro and dollars. Currency fluctuations could impact Nedap’s 

revenue. Weak euro versus strong dollars could pressure Nedap’s 

revenues. 

Controlling in Groenlo continuously monitors currency 

markets and underlying risks that could affect Nedap. 

(Especially the US dollars). A specific hedge position has 

been taken by the group in Groenlo to ensure that Nedap is 

benefiting from any appreciation of the dollars currency. 

 

 

Product 

obsolescence and 

weak product 

pipeline 

 

Nedap operates in a fast-developing market. Failure in designing and 

introducing innovative products fast enough could seriously impact 

overall Nedap’s profitability. 

Continuous investments are allocated to new product 

or/and market developments. Nedap takes time to deeply 

analyze market infrastructure, be it customers’ need or 

market trends. Obsolescence is absolutely not a problem at 

Nedap neither the variety of solution proposed. Very low 

expected impact.  

Protection and 

enforcement of 

intellectual property 

rights 

Nedap might be accused of infringement of other companies’ patents or 

might be itself victim of one of its patents. As a result, substantial higher 

costs (trials) would decrease Nedap operating results. 

Nedap management remains confident about its protection 

and enforcement of intellectual property rights, e.g. 

wherever possible intellectual property is protected with 

patents. 

 

Overreliance on too 

few customers 

 

Every business needs customers. However, relying too much on existing 

clients could be dangerous as customers are gaining power over the 

company.  

 

Nedap extended recently its portfolio of customers, e.g. 

engaging new relationships with North America. Expected 

impact is low. 

 

Dependence on 

suppliers 

 

Nedap started an outsourcing plan where it outsources part of its 

manufacturing to suppliers under subcontracts). Risks include lack of 

control over production processes and delivery schedules. Shortages in 

production capacity could in turn increase ‘delay risk” in the introduction 

of new products and the timely delivery of products to customers. 

 

Nedap CFO and management have developed good 

relationship with their suppliers. So dependence risk should 

not be a problem. Although expected impacted could be 

high if suppliers gain too much power. 

 

Certification and 

legal risks 

 

Nedap is more and more increasing the scale of its projects. Doing 

business in other than local locations involve the company to properly 

mitigate certification and legal risks associated. Failure in compliance of 

these rules would result in additional cost that would in turn impact 

negatively Nedap’s revenues. 

Nedap particularly focuses on the incorporation of these risks 

when introducing new products, new solutions on the 

market. It has become an integral part of the development 

of new propositions at Nedap. For instance, Healthcare 

segment is a highly regulated market on which Nedap 

operates. 

 

Corporate 

governance failure 

 

A corporate scandal or wrongdoing could severely impact Nedap 

profitability as the company has to pay fees once failure in compliance 

has been recognized. 

 

Nedap demonstrate generally speaking good governance 

practices. Average scoring grade is 7.7 according to our 

scoring model further detailed in appendix. 

 

Entrepreneurial risk 

 

 

Nedap’s entrepreneurial and project-based nature could imply that 

revenues vary greatly across financial years. Technical risk such as delays 

in product delivery or development could seriously impact Nedap’s 

profits. Delays and timely delivery of products have been in the past a 

problem for Nedap.  Overall sensitivity to the market could play against 

the company itself. Increasing market competition leads to more price-

war dilemma and could reduce Nedap’s margins. 

 

Today, the company has devoted a lot of effort to 

improvements in delays and timely delivery of products. 

Additionally, Nedap’s portfolio is highly diversified, e.g. 10 

business units. Obviously, Nedap is not too sensitive to one 

specific market therefore entrepreneurial and market risks 

should not cause much damage to Nedap’s revenues. 

 

Delay risk 

 

Delays that could occur during technological and/or market 

developments and start-up problems with new products could lead to 

substantially higher costs. Such costs cannot always be integrated into 

sales prices therefore margins could suffer. 

Nedap’s Road to Excellence program was partly designed 

to mitigate these risks. Delays in introduction of new products 

and the timely delivery of products to customers have been 

well considered by Nedap management. So it should be 

minimal. 

 

Staff risk 

 

Nedap’s competitive strength derives largely from talented and very 

dedicated working force. If top workers leave, Nedap would face huge 

amount of financial losses. 

The struggle to attract and retain top-talented workers is real 

for Nedap. A lot of attention is being paid to employee 

considerations. Recruitment and further development of 

employees have been recently reinforced. 

 

 

Fraud risk 

 

Fraud and other forms of inappropriate behavior at Nedap could seriously 

decrease business reputation and overall revenues. 

Managers play an important role in preventing fraud risks. 

Controlling in Groenlo continuously monitor and assess the 

administrative organizations and internal control measures, 

devoting extensive attention to the prevention of fraud or 

other forms of corporate wrongdoings. The audit function 

also ensures that Nedap has nothing to do with fraud issues. 
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Appendix 10.2: Risk matrix 
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  Entrepreneurial Risk Staff Risk 

 
Market 

Risk 

Protection and enforcement 

of Intellectual property rights 
Delay Risk 

Dependence on 

suppliers 

Corporate 

governance 

failure 

Fraud risk 
Product obsolescence and 

weak product pipeline 

Certification and 

legal risks 

Overreliance on too 

few customers 

Credit risk 
Interest 

rate risk 
Currency risk 

  

Liquidity risk   

>>>Severity>>> 

 

Operational Risks*** Legal Risks** Financial Risks* 
 

The day-to-day activities at Nedap involve risks. Operational and legal risks are perceived as “high probability – high severity” events in the risk 

matrix. Nedap has a low level of financial risks due to its conservative nature. Therefore, financial risks are termed as “low probability – low 

severity” events. Other risks involve failure in corporate governance, protection of intellectual property rights and fraud risks. They are classified as 

“mid probability – mid severity” events. 

 

Key insights 

 
 Nedap “conservative approach” when doing business somewhat justifies low level of financial risks;  

 Nedap activities are more subject to business and operational risks than financial risks. The company has considerably reduced its capital 

intensity. Nedap has no intention on aggressive financing and keep leverage very low;  

 During a conference Nedap CFO announces the company has put a serious amount of capital aside in case the company would need 

further investments to support growth. Liquidity and solvency situations are very strong at Nedap; 

 Next to Operational risks comes legal risks. This is due to the fact that Nedap is grapping new market shares and discovering new business 

territories. As the business grows, so is the legal landscape evolving, too. Doing business globally forces Nedap to comply with new set of 

rules. 
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