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04 June 2020 

AutoWallis 

Rating: Accumulate (unch.) 

Target price (12-m): 130 (prev. HUF 149) 

Share price: HUF 83 

HUF million 2019 2020F 2021F 

Revenue 75 273 77 580 87 596 

EBITDA 2 981 2 485 3 665 

EBIT 1 802 1 477 2 716 

Net profit 914 495 1927 

EBITDA margin 4.0% 3.2% 4.2% 

PAT margin 1.3% 0.6% 2.2% 

EPS 3.4 1.8 7.1 

DPS 0.0 0.0 0.0 

BVPS 18.7 20.5 27.7 

P/E 24.5 45.3x 11.6x 

P/BV 4.4x 4.0x 3.0x 

EV/EBITDA  11.3x 13.2x 8.7x 
 

 

 

Share price close as of 31/01/2020 HUF 83 Bloomberg AUTOWALL HB 

Number of diluted shares [million] 270.3 Reuters AUTW.HU 

Market capitalization [HUF bn/EUR mn] 22.4 / 65 Free float 14.34% 

Daily turnover 12M [EUR th] 147 52 week range HUF 51 – 137 

Q1/20 solid underlying results reflected strength but 

COVID-19 virus is reshaping the earnings outlook 

 AutoWallis’s Q1/20 operating results were not yet materially affected by the steep 

economic downturn triggered by the outbreak of the coronavirus pandemic. Clean 

EBITDA increased by 35% YoY to HUF 667mn on sales revenue rising by 10% YoY 

to HUF 20.2bn. Domestic sales advanced by 21%, international sales by 1%, and 

revenue from its Automotive Services Business unit by 13% in value terms. Reported 

net losses came in at HUF 582mn negatively affected by FX and one-time losses (of 

HUF 581mn and HUF 158mn, respectively). Adjusting for FX and one-time losses, 

clean net income was HUF 157mn, compared to HUF 116mn in the same period a 

year earlier.  

 In Q1/20 AutoWallis sold a total of 1,627 cars representing 16% growth YoY. Although 

the European passenger car market saw the number of newly registered units sold 

fall down drastically (-26% YoY), according to ACEA2 statistics, the CEE region where 

AutoWallis is distributing premium car brands still remained relatively strong. 
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 Overall underlying operating costs rose in line with net sales growth resulting in more 

or less flat reported EBIT YoY.  

AutoWallis’ Q1/20 consolidated operating highlights (HUF th) 

 

 

Source: AutoWallis 

 Financial loss amounted to HUF 705mn in Q1/20, mainly due to unrealized FX loss of 

HUF 581mn on open exceptionally high level of inventories outstanding at the end of 

March due to the coronavirus measures imposed in the Balkans and the high supplier 

stock invoiced in euros and unpaid for liquidity management reasons. The rapid 

depreciation of the HUF and other regional currencies against the EUR due to the 

corona epidemic poses a significant exchange rate risk for domestic sales, however, 

this as AutoWallis believes should have a delayed price-boosting effect in the 

domestic car markets. As export activities are typically invoiced in euros, this effect 

with natural coverage only appears as an unrealized exchange rate difference at the 

closing of the relevant accounting period.  

Outlook 

 EU car markets growth is no doubt dented by the ongoing economic meltdown across 

the EU in the wake of the coronavirus pandemic. AutoWallis' Central European 

markets have also been declining to varying degrees, but typically to a smaller extent 

hitherto than other international markets thanks to relatively healthier CEE economies. 

The low interest rate environment and abundance of both monetary and fiscal 

emergency funds and stimulus programs should help buttressing economic growth 

throughout the European region in the coming years, together with significant 

government subsidies granted to encourage the purchase of various new passenger 

mostly for new cars with a purely electric drive chain.  

 The transition of automotive companies to new technologies (production of electric 

cars) is very costly and the new EU environmental rules, which come into force this 

year, also weigh heavily on OEMs’ profits, accompanied by a reduction of certain 

support and subsidies, which AutoWallis aims to offset by volume growth later this 

year in the relevant international and domestic distribution segments.  

 Even doing so, it is very likely that the high-margin Automotive Service Business unit, 

which usually accounts for about half of AutoWallis’ annual EBITDA will suffer from 
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the severe decline in the number of passengers arriving at Budapest International 

Airport. Although AutoWallis is likely to do its best to align operating costs to lower 

sales, we are increasingly concerned that EBITDA of this segment will decline 

materially in 2020 YoY, and so will AutoWallis’ consolidated EBITDA.  

 We cut our EBITDA estimates for the next three years (not accounting for the impact 

of any international M&A transactions but taking into account the impact of 

consolidating OPEL distribution activity into the Group’s figures) to HUF 2.48bn, HUF 

3.7bn and HUF 4.6bn from HUF 3.4bn, HUF 4.1bn and HUF 4.8bn, respectively. 

Accordingly, we also reduced our estimate for 5-year organic EPS CAGR to 28% form 

31%, driven also by higher financial costs than expected previously.  

 We expect EBITDA margin to improve from 3.2% in 2019 to only 4.4% by 2024 vs. 

management guidance for organic EBITDA margin of 5.6%. The primary drivers of 

organic EBITDA margin improvements and value creation remain new distribution 

agreements, like the one initialed recently with Jaguar Land Rover, organic regional 

growth, higher-margin add-on and aftermarket services, and cost reduction 

measures. International distribution is likely to generate relatively higher margins 

thanks to market penetration and income convergence towards EU levels.  

 We believe investor sentiment towards AutoWallis will be determined by how 

successful it will be able to implement its ambitious five-year strategy presented in 

May 2019. We note that we focus on cash flows generated only from current 

businesses and disregard management guidance for earnings from acquisitions in the 

future.  

 As we assume neither acquisitions nor dividend payments in the coming years but 

constantly improving capital intensity, thus leverage should decline constantly after 

2020 (ND/EBITDA may rise to 4.2x in 2020 from 3.7x at the end of 2019, and then 

decline to the region of 2x by 2023). We note, however, that should AutoWallis carry 

out sizeable M&A, its leverage will remain high going forward.  

 AutoWallis’s shares look a little bit overvalued compared to its peers based on 8.7x 

2021 EV/EBITDA. Besides expected fast earnings growth we assume a significant 

improvement in AutoWallis’ ROIC from 7..5% in 2020 to 22.9% by 2024, driven mainly 

by expected EBITDA margin expansion, which thus is likely to exceed peers’ ROIC 

ratio, justifying relatively higher valuation multiples for AutoWallis.  

 That we assume no dividend payments and inorganic growth in the coming years 

leads us to set, on the basis of future FCF performance, a new 12-month TP at HUF 

130 vs. HUF 150 previously, which still leaves a 59% upside potential from the current 

share price. We stress that our TP is highly sensitive to AutoWallis’ operating margin 

developments. If no margin improvement occurs in the coming years, we will feel it 

appropriate to reduce our TP to HUF 101, yet implying a 23% upside potential from 

the current share price, all else remaining constant.  

 We keep our Accumulate rating on AutoWallis.  

TP sensitivity and DCF valuation 

 

Source: Concorde’s estimate 
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Fair value (HUF) 119.3

12-m TP (HUF) 129.9
w/o acquisit ions

2020 2021 2022 2023 2024 2025 TV1

ND/V 26.64% 23.94% 20.41% 16.24% 11.24% 5.08% 5.08%

rA 8.64% 8.77% 9.22% 9.15% 9.08% 9.66% 9.66%

rD 7.90% 3.77% 5.53% 5.94% 6.44% 6.44% 6.44%

ROIC 7.47% 14.12% 16.99% 20.28% 22.87% 21.45% 20.94%

NOPLAT 1 226 2 255 3 024 3 911 4 732 5 364 5 471

g (NOPLAT) 2.0% 2.0%

DIC -453 1 836 1 486 1 409 4 311 1 117 1 140

IC

14 442 213 15 963 17 799 19 285 20 694 25 004 26 122 27 261

Risk free rate 2.7% 2.8% 3.2% 3.2% 3.1% 3.7% 3.7%

Beta multiple 1.3 1.3 1.2 1.2 1.1 1.0 1.0

Levered beta 1.3 1.3 1.3 1.3 1.3 1.3 1.3

ERP 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%

Unlevered cost of equity 8.6% 8.8% 9.2% 9.1% 9.1% 9.7% 9.7%

Levered cost of equity 8.9% 10.3% 10.2% 9.8% 9.4% 9.8% 9.8%

Net debt (calculated) 11 154 10 452 9 592 8 069 5 805 2 838 2 895

D/E 36.3% 31.5% 25.6% 19.4% 12.7% 5.4% 5.4%

E/V 73.4% 76.1% 79.6% 83.8% 88.8% 94.9% 94.9%

rE 8.9% 10.3% 10.2% 9.8% 9.4% 9.8% 9.8%

WACC 8.3% 8.6% 9.0% 9.0% 9.0% 9.6% 9.6%

P&L 2020 2021 2022 2023 2024 2025 TV1

Rev. 77 580 87 596 98 955 112 063 127 027 143 990 146 870

D&A 1 315 1 117 1 153 1 195 1 242 1 440 1 469

EBIT 1 477 2 716 3 643 4 712 5 701 6 462 6 591

Financial rev. -881 -394 -531 -479 -374 -183 -187

PBT 597 2 322 3 112 4 232 5 327 6 279 6 405

Tax 101 395 529 719 906 1 067 1 089

Net Income 495 1 927 2 583 3 513 4 421 5 212 5 316

Net compr. income 504 1 949 2 598 3 531 4 438 5 232 5 336

CF

EBIT 1 477 2 716 3 643 4 712 5 701 6 462 6 591

EBITDA 2 793 3 833 4 796 5 906 6 943 7 902 8 060

NOPLAT 1 226 2 255 3 024 3 911 4 732 5 364 5 471

DIC -453 1 836 1 486 1 409 4 311 1 117 1 140

FCFF 1 679 419 1 538 2 502 421 4 246 4 331

Interest -881 -394 -531 -479 -374 -183 -187

Tax shield 150 67 90 81 64 31 32

Ddebt -702 -859 -1 523 -2 264 -2 967 57 58

FCFD -1 433 -1 187 -1 964 -2 662 -3 277 -95 -97

FCFE 246 -768 -426 -161 -2 856 4 151 4 234

dividend 0 0 0 0 0 0 0

Dcash 246 -768 -426 -161 -2 856 4 151 4 234

FCFF

FCFF 1 679 419 1 538 2 502 421 4 246 4 331

D/V 27% 24% 20% 16% 11% 5% 5%

WACC 8.28% 8.61% 9.03% 8.98% 8.96% 9.60% 9.60%

Value of firm (bop) 41 864 43 652 46 993 49 696 51 658 55 863 56 980

APV

FCFF 1 679 419 1 538 2 502 421 4 246 4 331

rA 8.64% 8.77% 9.22% 9.15% 9.08% 9.66% 9.66%

PV(FCFF) 41 236 43 119 46 481 49 227 51 228 55 457 56 566

TS 150 67 90 81 64 31 32

PV(TS) 628 532 512 469 430 406 414

Value of firm (bop) 41 864 43 652 46 993 49 696 51 658 55 863 56 980

FCFE

FCFE 246 -768 -426 -161 -2 856 4 151 4 234

rE 9% 10% 10% 10% 9% 10% 10%

PV(E) 30 710 33 200 37 401 41 627 45 853 53 025 54 086

D 11 154 10 452 9 592 8 069 5 805 2 838 2 895

Value of firm (bop) 41 864 43 652 46 993 49 696 51 658 55 863 56 980

EVA

NOPLAT 1 226 2 255 3 024 3 911 4 732 5 364 5 471

IC at the beginning 16 416 15 963 17 799 19 285 20 694 25 004 26 122

WACC 0 0 0 0 0 0 0

EVA -133 880 1 417 2 179 2 879 2 963 2 963

PV(EVA) 25 448 27 689 29 194 30 412 30 964 30 859 30 859

Value of firm (bop) 41 864 43 652 46 993 49 696 51 658 55 863 56 980
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Source: Concorde’s estimate 

DISCLAIMER 

Concorde Securities Ltd. does and seeks to do business with companies covered in its research 

reports. As a result, investors should be aware that the firm may have a conflict of interests that 

could affect the objectivity of this report. Investors should consider this report as only a single factor 

in making their investment decision. For analysts’ certification and other important disclosures, 

please refer to the “Disclaimer” section at the end of this report.  

DISCLAIMER I. 

This research report has been prepared by Concorde Securities Ltd., a full-service Hungarian investment banking, 

investment management and brokerage firm. Concorde Securities Ltd. is under the supervision of the National Bank of 

Hungary in its capacity as financial supervisory authority. 

Concorde Securities Ltd. is registered in Hungary and does not have any subsidiaries, branches or offices outside of 

Hungary. Therefore we are not allowed to provide direct investment banking services to US investors and restrictions 

may apply to our potential investment banking services according to your country’s jurisdiction. For important disclosures 

to U.S. investors, please refer of the “Notice to U.S. Investors” section at the end of this Disclaimer. 

Our salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to 

our clients that reflect opinions that are their own and may be contrary to the opinions expressed in our research products, 

and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 

recommendations expressed by our analysts or traders. 

Our research, sales and trading professionals are paid based on the profitability of the respective divisions of Concorde 

Securities Ltd., which from time-to-time may include revenues from the firm’s capital market activity. Concorde Securities 

Ltd. does not prohibit analysts, salespeople and traders from maintaining a financial interest in the securities or futures 

of any companies that they cover or trade on their clients’ behalf in strict compliance with the Hungarian Capital Markets 

Act. 

ANALYSTS CERTIFICATION 

The research analysts undersigned and responsible for the preparation of this report hereby certify that (i) the views 

expressed in this research report accurately reflect their personal views about any and all of the securities or issuers 

referred to in this research report; (ii) no part of the analysts’ compensation was, is or will be directly or indirectly related 

to the specific recommendation or views expressed in this report and (iii) no part of their compensation is tied to any 

specific investment transactions performed by Concorde Securities Ltd. 

Name and job title of individuals involved in the production of this report are disclosed at the end of this report. 

Concorde Securities Ltd. is a leading manager and underwriter of Hungarian equity offerings. We have investment banking 

and other business relations with a substantial percentage of the companies traded on the Budapest Stock Exchange 

and covered by our research department. Concorde Securities Ltd, its directors and employees may have a position in 

these securities, which may change at any time. 

Concorde Securities Ltd. acted as Lead Manager of the private and public share placement of the shares of FHB in 2003, 

Masterplast in 2012 and Duna House in 2016. Concorde Securities Ltd. acted as the Co-lead Manager of Gedeon 

Richter’s exchangeable bond issue in September 2004. Concorde Securities Ltd. has provided financial advice to Magyar 

Telekom. 
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EXPLANATION OF RATINGS AND METHODOLOGY 

Rating Trigger 

Buy Total return is expected to exceed 20% in the next 12 months 

Accumulate Total return is expected to be in the range of 10-20% 

Neutral Total return is expected to be in the range of 10%-(-10%) 

Reduce Total return is expected to be in the range of -10-(-20%) 

Sell Total return is expected to be lower than -20% 

Under Revision 
The stock is put Under Revision if the covering analyst considers new information 

may change the valuation materially and if this may take more time. 

Coverage in transition Coverage in transition rating is assigned to a stock if there is a change in analyst. 

 

Securities prices: 

Prices are taken as of the previous day’s close on the home market unless otherwise stated. 

Valuations and risks: 

Analysis of specific risks to set stock target prices highlighted in our investment case(s) are outlined throughout the 

report. For details of methodologies used to determine our price targets and risks related to the achievement of the 

targets referred to in the main body of the report or at Rating Methodology on our website, visit 

(https://www.con.hu/wp-content/uploads/2016/04/Methodology_concorde_research.pdf?tstamp=201710021038) 

Research disclosures: 

Concorde Securities Ltd. may have published other investment recommendations in respect of the same 

securities/instruments recommended in this report during the preceding 12 months. Disclosure of previous 

investment recommendations produced by Concorde Securities Ltd. in the previous 12 months can be found at 

Rating history. (https://www.con.hu/wp-content/uploads/2016/04/Rating-history.pdf?tstamp=201710021038) 

GENERAL  

This report is provided for information purposes only and does not represent an offer for sale, or the solicitation of 

any offer to buy or sell any securities. 

The information, and any opinions, estimates and forecast have been obtained from sources believed by us to be 

reliable, but no representation or warranty, express or implied is made by us as to their accuracy or completeness. 

The information, opinions, estimates and forecasts may well be affected by subsequent changes in market 

conditions. This document may not be reproduced in whole or in part, or published for any purpose.  

REPRODUCTION OR REBROADCAST OF ANY PORTION OF THIS RESEARCH REPORT IS STRICTLY 

PROHIBITED WITHOUT THE WRITTEN PERMISSION OF CONCORDE SECURITIES LTD. 

DISCLAIMER II. 

This research/commentary was prepared by the assignment of Budapest Stock Exchange Ltd. (registered seat: 

1054 Budapest, Szabadság tér 7. Platina torony I. ép. IV. emelet; company registration number: 01-10-044764, 

hereinafter: BSE) under the agreement which was concluded by and between BSE and Concorde Securities Ltd. 

(registered seat: H-1123 Budapest Alkotás utca 50., company registration number: 01-10-043521, hereinafter: 

Investment Service Provider)   

BSE shall not be liable for the content of this research/commentary, especially for the accuracy and completeness 

of the information therein and for the forecasts and conclusions; the Service Provider shall be solely liable for these. 

https://www.con.hu/wp-content/uploads/2016/04/Methodology_concorde_research.pdf?tstamp=201710021038
https://www.con.hu/wp-content/uploads/2016/04/Rating-history.pdf?tstamp=201710021038
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The Service Provider is entitled to all copyrights regarding this research/commentary however BSE is entitled to use 

and advertise/spread it but BSE shall not modify its content.   

This research/commentary shall not be qualified as investment advice specified in Point 9 Section 4 (2) of Act No. 

CXXXVIII of 2007 on Investment Firms and Commodity Dealers and on the Regulations Governing their Activities. 

Furthermore, this document shall not be qualified as an offer or call to tenders for the purchase, sale or hold of the 

financial instrument(s) concerned by the research/commentary. 

NOTICE TO U.S. INVESTORS   

This report was prepared, approved, published and distributed by Concorde Securities Ltd. located outside of the 

United States (a “non-US Group Company”). This report is distributed in the U.S. by LXM LLP USA, a U.S. registered 

broker dealer, on behalf of   Concorde Securities Ltd. only to major U.S. institutional investors (as defined in Rule 

15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-

6, and any transaction effected by a U.S. customer in the securities described in this report must be effected through 

LXM LLP USA.  

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the 

Financial Industry Regulatory Authority, Inc. (“FINRA”) or other regulatory requirements pertaining to research 

reports or research analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act 

or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory organization.  

Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies or securities 

that the individual analyses, that (1) the views expressed in this report reflect his or her personal views about all of 

the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly 

dependent on the specific recommendations or views expressed in this report. Please bear in mind that (i) Concorde 

Securities Ltd.  is the employer of the research analyst(s) responsible for the content of this report and (ii) research 

analysts preparing this report are resident outside the United States and are not associated persons of any US 

regulated broker-dealer and that therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and 

are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with US 

rules or regulations regarding, among other things, communications with a subject company, public appearances 

and trading securities held by a research analyst account.  

 Important US Regulatory Disclosures on Subject Companies. This material was produced by Concorde Securities 

Ltd. solely for information purposes and for the use of the recipient. It is not to be reproduced under any 

circumstances and is not to be copied or made available to any person other than the recipient. It is distributed in 

the United States of America by LXM LLP USA and elsewhere in the world by Concorde Securities Ltd. or an 

authorized affiliate of Concorde Securities Ltd. This document does not constitute an offer of, or an invitation by or 

on behalf of Concorde Securities Ltd. or its affiliates or any other company to any person, to buy or sell any security. 

The information contained herein has been obtained from published information and other sources, which Concorde 

Securities Ltd. or its Affiliates consider to be reliable. None of Concorde Securities Ltd. accepts any liability or 

responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of 

opinion and other subjective judgments contained herein are made as of the date of this document. Emerging 

securities markets may be subject to risks significantly higher than more established markets. In particular, the 

political and economic environment, company practices and market prices and volumes may be subject to 

significant variations. The ability to assess such risks may also be limited due to significantly lower information 

quantity and quality. By accepting this document, you agree to be bound by all the foregoing provisions. 

LXM LLP USA assumes responsibility for the research reports content in regards to research distributed in the 

U.S.  LXM LLP USA or its affiliates has not managed or co-managed a public offering of securities for the subject 

company in the past 12 months, has not received compensation for investment banking services from the subject 

company in the past 12 months, does not expect to receive and does not intend to seek compensation for 

investment banking services from the subject company in the next 3 months.  LXM LLP USA has never owned any 

class of equity securities of the subject company. There are not any other actual, material conflicts of interest of 

LXM LLP USA at the time of the publication of this research report.  As of the publication of this report LXM LLP 

USA does not make a market in the subject securities. 
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