CEE Equity Research | Transportation | Hungary
22 October 2020

Waberer’s
Recommendation: Buy (unch.)
Target price (e-o-y): HUF 1,910 (unch.)
Share price: HUF 1,195
Share price close as of 22/10/2020
Number of diluted shares [million]
Market capitalization [HUF bn/EUR mn]
Daily turnover 12M [HUF million]

HUF 1,195
17.7
21.1/58
10

Bloomberg
Reuters
Free float
52 week range

WABERERS HB
WABE.HU
28%
HUF 600 – 1,360

What happens at Waberer’s?
Equity Analyst
Gabor Bukta
+361 489 2272
g.bukta@con.hu
55-61 Alkotás
Street,
Budapest
www.con.hu

As an extension to our report published on 20 Oct Tuesday morning, in this report,
we assess the previously announced transaction(s), taking into account the
notification on acquisitions of option rights.
Three transactions have been announced so far:





The majority owner, CEE Transport Holdco, i.e. Mid Europa Partners (MEP), is
selling one-third of its 71.99% stake or 24% of all shares in the Waberer’s group
to Trevelin, which is owned by Indotek.
Indotek also acquired a transferable option (long call - LC) to buy the remaining
47.99 percent stake from MEP.
MEP acquired a long put (LP) to sell a 47.99 percent stake.

This is interesting whether the value of the two rights (LC and LP) that the two parties
would have to pay to each other equals, but we assume that there was no cash
transfer associated with these options and it was incorporated into the purchase
price of the 24% stake. However, we stress that details have not been disclosed so
far, which makes difficult to assess the transaction. How these options have been
valued is a particularly interesting question on a theoretical level, so as the strike
price and the expiry date of the options are also unknown.
The benefits of this transaction are as follows, in our view:
- MEP will certainly be able to sell its shareholding at a pre-determined price until a
pre-determined date, so it will no longer be able to exit below this exercise price, plus
it has got rid of the risk of being stuck in an investment in Waberer’s.
- if the strike price agreed in the option (both LP and LC) is much deeper than the
current stock price, MEP cannot start to sell its existing shares on the market
because Indotek has a call option, and if it exercises the option, MEP has to deliver
the shares, ergo should also take them back immediately.
- Indotek may transfer the LC option to other investor(s), ie choose its future business
partners, thereby assuming that in certain cases the sale of the Long call option
could generate a positive cash flow for Indotek in the event of selling its LC option.
We could also interpret it as a “commission” as they help to sell the remaining stake
of MEP in Waberer’s. It also determines that no one else will have a lower entry price
than Indotek.
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It would be most logical for Indotek to sell the existing long call option to two parties
equally. As a result, three large owners would appear at Waberer’s, where no one has
more than 24 percent of the voting rights, thus avoiding a mandatory takeover bid for
minority as well. To sum it up, we guess that the expected shareholder structure will
be as follows:

Source: Waberer’s, Concorde Research

WHAT WILL HAPPEN TO THE COMPANY?
This is doubtful, at this stage, but in the very short term, a significant upside risk
evaporated as a result of the transaction as Indotek doesn’t aim to delist Waberer’s.
In addition, at this point of time we think that it might be reasonable to clean up the
balance sheet in the first round and to put the asset portfolio in order, which may also
lead to book value adjustments. There are several options, including to split the
group or overhaul the business as follows, resulting in plenty of downside and upside
risks.
1) First off, Indotek will likely delegate new board members so as to have more
insights into the operations.
2) Waberer’s might sell off Polish Link that was purchased from the proceeds of the
IPO in 2017. As part of the Waberer’s’ loss-making International Transportation
segment, Link is particularly a value-creating, cash-generating, positive-return asset
right now. At the time of Link's acquisition, around EUR 32 mn worth of goodwill was
written to the books. However, if it were sold at a lower price than c. EUR 32mn,
book value would have to be adjusted for the difference between the sale price and
the goodwill. It would result in positive cash-flow, but book value should drop in line
with this difference.
3) The vast part of ITS segment in capacity and revenue terms, which is operated
with a Hungarian location, is a loss-making unit. Although, this part of the business is
recovering on operational level, we are a bit concerned over the future of the
business due to the high competition and the protectionist European disputes. New
Executive Board of Waberer’s, once it will be appointed, may decide to cease ITS
operations if they realize that they are not in a position to overhaul the international
segment very quickly. Taking into account that restructuring of ITS is taking place,
ITS segment has to deliver profitable quarters and the Management has to prove
their ability in 2021 in order to continue the operations of this segment, in our view.
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4) All resources might be allocated to Regional Contractual Logistics (RCL), which is
one of if not the most significant players in the Hungarian logistics and transportation
market. We think that Waberer’s could definitely benefit from the appearance of
Indotek. As a result, Waberer’s, which clearly has both direct and indirect impact on
the Hungarian supply chain, could strengthen its position (e.g. transportation with
own-fleet or subcontractors and warehouse activities). Moreover, we see that there’s
room to support the whole transportation segment, which has got a blow due to
covid, in Hungary at Government level, not to mention the fact that Indotek may help
Waberer’s exploit new business opportunities, bring new customers. As a reminder,
Waberer’s signed a 3-year contract for in-house logistics services with Audi last year,
but this profitable service can be provided to other large companies in Hungary.
5) The future of the Insurance segment also raises questions, but we wouldn’t be
surprised if this high-value-added, cash generative asset were sold in the mid-term.
In 2016, the Waberer Group acquired 100% of the insurer for EUR 14 million, at a
Price to Book ratio of c1.2x. Since then, BV of Waberer Hungaria has nearly
quadrupled and profitability improved, implying a significantly higher value for the
well-managed asset. Insurance Company (Waberer Hungaria) is worth HUF 1,325 a
share, in our view, more than the current share price of Waberer’s at BSE. Certainly,
it’s been a particularly great investment, but we stress that, if occurs, any proceeds
from divestments may differ to a great degree from our fair equity value estimation.
As a result, divestment of the business at a significantly lower valuation may hurt
minority shareholder’s interest, as well as banks or creditors may also prevent sales
of the business unit.

CONCLUSION
While there are no details, we assume that MEP gets rid of its investment in
Waberer’s at a significant discount. We also conclude that it can also be ruled out
that the minority will make a quick profit on its investment because it’s very likely that
there will be no takeover and delisting, i.e. there will be no mandatory takeover bid.
As long as there is no new direction, strategy, the future is uncertain. Now we have
outlined possible scenarios that could be realized in part or in full, and that carries a
lot of positive and negative risks at the same time.
At this point, we remain cautiously BUY-rated as Waberer’s stock appears to be a
value trap.
In addition, the 3rd quarter report, which will be published in November, will not be as
bright yet, as one-off items may worsen the bottom line result due to transformationrelated costs.
However, whatever happens with ITS and Insurance segments, RCL, which
according to our calculations can currently be worth HUF 1,450 a share alone, may
be worth more in the future. Thanks to the new shareholder structure, it may
appreciate and generate even more cash, from which minority shareholders could
ultimately benefit.

Member of the Budapest Stock Exchange, the Deutsche Börse, the Warsaw Stock Exchange and the Bucharest Stock Exchange

4

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.
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.
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.
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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. 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.
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