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Company Profile
Etalon Capital, founded in 2012, provides independent research with a focus on
event-driven value equities to institutional investors. Events include mergers and
acquisitions, spin-offs, activist investors, IPOs, SPACs, share buybacks, significant
corporate transactions, and special situations. These are diversified by risk/return
profiles, with an emphasis on value investing principles
We generate an edge with a unique research process, combining value, focus on
corporate events and story investing principles.

Unique Perspective
After many years of focus on event-driven equity investments, firm’s founder, Alex
Gavrish, has developed his own investment philosophy that proposes to look at
companies and their stocks as stories:
 Best investments are just like good stories or movies: with three-part
structure, important turning points, intrigue, drama, and surprises
 Investors need a dynamic, not only static perspective
 Narrative adds the required “art” part to investing equation: imagination,
structure, surprises, emotions, characters
 Narrative mode of research complements analytical one
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Past stock recommendations
Recent stock recommendations included such big winners as:
 TeamViewer AG IPO (+95%, Oct-2019)
 Carrier Global Corp spin-off (+132%, Apr-2020)
 Otis Worldwide Corp spin-off (+43%. Apr-2020)
 Big Lots activist investors (+20%, Jun-2020-closed)
In the past, recommendations included Bioverativ (acquired by Sanofi), Bats Global
Markets IPO (acquired by CBOE), Baxter/Baxalta spin-off and activist, Nomad Foods
SPAC, Terex Corp Konecranes transaction, PayPal spin-off from eBay, Activision
Vivendi buyback, SAIC Corp spin-off, Murphy USA spin-off, Shire plc, Travelport
Worldwide, Atkore International buyback

The Service
We currently focus on US and European equities, mostly mid and large caps,
offering 25-50 ideas per year, plus updates on previous research if relevant.
Research is provided in the form of short desk notes (2-4 pages).
Recently we added to our research product insights based on the analysis of hedge
funds and institutional investors holdings. Utilizing our in-depth knowledge of
many hedge funds in the market we aim to provide investors with valuable insights
that are unavailable in data-only products.
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In addition, we started to provide additional research coverage focused specifically
on the Japanese market. Implementing the same research principles and expertise
developed over many years of focus on the event-driven space, we aim to provide
investors with actionable investment ideas comparable to US/European situations
despite different culture and market specifics of the region
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Spin-Off
Carrier Global Corporation (NYSE: CARR)
April 2, 2020

Company Profile
Carrier is a leading global provider of HVAC, refrigeration, fire, and security
solutions. Company’s innovative solutions promote smarter, safer, and more
sustainable buildings and infrastructure, and help to effectively preserve the
freshness, quality, and safety of perishables across a wide variety of industries.
Carrier’ comprehensive range of products and services, reputation for quality and
innovation and our industry-leading brands make it a trusted provider for
customers’ critical applications in the construction, transportation, security, food
retail, pharmaceutical and other industries.

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt (est)
EV

Apr 2, 2020
13.23
865
11,448
(10,345)
21,793
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Image Source: Company’s IPO prospectus
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Spin-Off
United Technologies Corp shareholders will receive one share of Carrier common
stock for every share of UTC common stock. Carrier shares will start regular way
trading tomorrow, April 3rd, 2020. Carrier will have 865 mil shares outstanding.

Index Membership
After the spin-off, shares of Carrier Global will be added to S&P 500 Index

Valuation
Financials
Main Financials
Sales
Oper Income
-- One-time charges *
-- Adj. Oper Income
Net Income
-- One-time charges *
-- Adj. Net Income
EBITDA
CFO
CapEx
FCF

FY 2019
18,608
2,491
108
2,599
2,155
(149)
2,006
2,826
2,002
243
1,759

FY 2018
18,914
3,637
(799)
2,838
2,769
102
2,871
3,994
2,055
263
1,792

FY 2017
17,814
3,030
(379)
2,651
1,267
799
2,066
3,402
2,098
326
1,772

* (1) 2019 operating profit includes a charge of $108 million related to the impairment of an equity investment. 2018
operating profit includes a $799 million pre-tax gain on the sale of the Taylor business, and 2017 operating profit
includes a $379 million pre-tax gain on the sale of investment in Watsco, Inc.
* (2) 2019 net income includes a tax benefit of $149 million as a result of the filing by a subsidiary of Carrier to
participate in an amnesty program offered by the Italian Tax Authority and conclusion of a U.S. income tax audit.
2018 net income includes a charge of $102 million related to future non-U.S. taxes associated with anticipated future
repatriation of non-U.S. earnings. 2017 net income includes unfavorable net tax charges of approximately $799
million related to U.S. tax reform legislation enacted in December 2017.

P a g e 8 | 44

Valuation Ratios
Valuation
P/S
P/E
EV/EBITDA
FCF Yield

FY 2019
0.62
5.71
7.71
15.4%

FY 2018
0.61
3.99
5.46
15.7%

FY 2017
0.64
5.54
6.41
15.5%

Dividend Yield
According to company’s prospectus, Carrier plans to pay a cash dividend on a
quarterly basis at an aggregate annual rate of approximately $550 million. Based
on current share price of $13.23 this amount would provide investors with a 4.80%
annual dividend yield

Estimated Valuation - 3 years
Estimated valuation - 3 years
Net Debt
Cumulative FCF *
EBITDA *
EV/EBITDA multiple
EV
Market Cap
Shares outstanding
Market Price
3-year potential upside
Annual upside (est)

-10,345
5,323
3,407
12.0
40,888
35,866
865
41.45
213%
71%

* Valuation assumptions:
- Annual free cash flow equal to last 3 years average
- Annual EBITDA equal to last 3 years average
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Story Elements
 Attractive valuation multiple (x7.7)
 Attractive dividend yield of 4.8%
 Stable cash flow generation and low capital intensity
 Classic event-driven setup in a volatile market with significant dislocations
 Spin-off will remain in the S&P 500 Index
 Revaluation almost “guaranteed”

Recommendation
We think that spin-off of Carrier Global Corporation by United Technologies
provides investors with an attractive investment opportunity. Valuation is being
greatly influenced by current volatility and dislocations in the equity market,
making revaluation/multiple expansion an almost guaranteed scenario going
forward.

www.etalon-capital.com
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IPO
Albertsons Companies Inc (NYSE: ACI)
July 22, 2020

Company Profile
Albertsons is one of the largest food retailers in the United States, with 2,252 stores
across 34 states and the District of Columbia. Company operates 20 iconic banners
with on average 85 years of operating history, including Albertsons, Safeway, Vons,
Pavilions, Randalls, Tom Thumb, Carrs, Jewel-Osco, Acme, Shaw’s, Star Market,
United Supermarkets, Market Street and Haggen, with approximately 270,000
employees, and serves on average more than 33 million customers each week.
Additionally, Albertsons operates 1,290 in-store branded coffee shops, 402
adjacent fuel centers, 23 dedicated distribution centers, 20 manufacturing facilities
and various online platforms

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt (est.)
EV

Jul 22, 2020
16.00
479
7,664
(6,700)
14,364
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Image Source: Company’s IPO prospectus
P a g e 12 | 44

IPO and Convertible Preferred Stock
Before IPO (in May 2020) Albertsons sold $1.75 billion of convertible preferred
stock with a dividend rate of 6.75%. Convertible preferred stock is convertible into
common stock based on an initial conversion price of $17.22 per share
Convertible preferred shares
Amount (mil USD)
Conversion price
New common shares (mil shares)
Common shares outstanding
Total shares outstanding

1,750
17.22
102
479
581

In the IPO Albertsons sold 50 million shares at $16 per share, which translated into
an initial free float of about 10%.

Valuation
Financials
Main Financials
Sales
Oper Income
Net Income
Adj. EBITDA
CFO
CapEx
Adj. FCF *
Net Debt
Interest expense

FY 2019
62,455
1,437
466
2,834
1,904
1,475
1,359
8,244
698

FY 2018
60,535
788
131
2,741
1,688
1,362
1,379
9,660
831

FY 2017
59,925
(57)
46
2,398
1,019
1,547
851
11,206
875

FY 2016
59,678
608
(374)
2,817
1,814
1,415
1,402
11,119
1,004

FY 2015
58,734
359
(502)
2,681
902
960
1,721
11,646
951
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Valuation Ratios
Valuation
P/S
P/E
EV/EBITDA

After Conversion
FY 2019
0.15
19.94
5.64

Current
FY 2019
0.12
16.45
5.07

* Company defines Adjusted FCF as Adjusted EBITDA less Capital Expenditures

Estimated Valuation - 3 years

Estimated valuation - 3 years
Net Debt (estimated FY 2020)
Cumulative FCF *
Adj EBITDA *
EV/EBITDA multiple
EV
Market Cap
Shares outstanding *
Market Price
3-year potential upside
Annual upside (est)

-6,700
3,474
3,281
8.5
27,886
24,660
581
42.47
165%
55%

* Valuation assumptions:
- 5% annual growth in Adjusted EBITDA
- Annual interest expenses of $570 million
- Annual dividend on convertible preferred of $118 million for first year and no
payments for second and third year
- Annual capital expenditures equal to the average capex during past 5 years
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Story Elements
 Private equity-backed IPO during a favorable period for the sector
 Low free float (10% currently)
 5 years since merger and integration with Safeway in 2015
 Company expects to achieve additional $1,000 mil in run-rate productivity
benefits by the end of 2022
 Significant capital expenditures incurred over past 5 years should contribute
meaningfully to business results going forward

Recommendation
We think that Albertsons IPO provides investors a classic story and classic
investment case. From a macro and sector perspective Albertsons is positioned
favorably in the current “covid-crisis” environment. Current valuation multiple of
x5.64 EV/EBITDA is conservative and attractive.

www.etalon-capital.com
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Activist Investor
Aryzta AG (ARYN SW)
August 10, 2020

Company Profile
Aryzta AG is a global food business with a leadership position in specialty bakery.
ARYZTA is based in Schlieren, Switzerland, with operations in North America, South
America, Europe, Asia, Australia, and New Zealand

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt *
EV

Aug 10, 2020
0.5755
991
570
(867)
1,437

* Net Debt as of 31 January 2020. Excluding the EUR 300 mil impact of adoption of IFRS 16, the
Group net debt would be EUR 567 mil
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Image Source: Company’s annual report
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Valuation
Financials
Main Financials
Sales
EBITDA
CFO
CapEx (net)
FCF

FY 2019
3,383
308
212
(99)
112

FY 2018
3,435
302
150
(73)
77

FY 2017
3,797
420
356
(70)
286

FY 2019
0.17
4.67
19.7%

FY 2018
0.17
4.76
13.5%

FY 2017
0.15
3.42
50.2%

Valuation Ratios
Valuation
P/S
EV/EBITDA
FCF Yield

Estimated Valuation - 3 years
Estimated valuation - 3 years
Net Debt
Cumulative FCF *
EBITDA *
EV/EBITDA multiple
EV
Market Cap
Shares outstanding
Market Price
3-year potential upside
Annual upside (est)

-867
337
308
7.0
2,153
1,622
991
1.64
185%
62%

* Valuation assumptions:
- Constant EBITDA at 2019 level
- Constant FCF at 2019 level
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Story Timeline
July 6, 2020
Activist shareholder group reached a 20% holding in company. Notably,
shareholder group increased its holding by 2.2% from previous 17.85% to 20.05%
- https://ml-eu.globenewswire.com/Resource/Download/94f96678-818b-4d30-b7a5-5e5c0ce6bf2d
- https://ml-eu.globenewswire.com/Resource/Download/02e5bbc2-1906-4fff-a2f3-f6e8b2abd6cf

July 20, 2020
Aryzta published the invitation to the Extraordinary General Meeting of
Shareholders 2020 (‘EGM’) to be held on September 16th, 2020
Two board members have declared their resignations from the Board effective as
at the conclusion of the EGM. Gary McGann has indicated that he will step down
as Chair and Board member effective as at the conclusion of EGM unless, prior to
the date of EGM, the Company has announced a transaction for shareholder
consideration which the Board considers to be in the best interests of Aryzta and
all of its shareholders
- https://ml-eu.globenewswire.com/Resource/Download/17d3ad3b-1bec-41b3-a863-179ca3f536c8

July 23, 2020
Dissident shareholders at Aryzta have threatened legal action against the SwissIrish food group to ensure a planned extraordinary general meeting goes ahead in
September
https://www.irishtimes.com/business/agribusiness-and-food/dissident-shareholders-threaten-legalaction-against-aryzta-1.4311626
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July 31, 2020
Bloomberg reported that George Weston Ltd, Canadian grocery and baking giant,
is exploring an acquisition of Aryzta
- https://finance.yahoo.com/news/george-weston-said-pursue-ailing-182533034.html

August 5, 2020
Company announced that Frederic Pflanz has notified the Board that he will step
down as Group Chief Financial Officer (CFO) in December
- https://ml-eu.globenewswire.com/Resource/Download/38ba80a3-0701-4505-907e-c1d4e60d036a
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Story Elements
 Activist investors increased stake by 2.2% in July to 20.05%, which is
indicative of their high conviction in the investment
 Significant period of value destruction and some restructuring initiatives are
probably coming to an end
 Attractive valuation (x4.7 EV/EBITDA)
 Buyout is highly probable
 Otherwise significant upside potential

Recommendation
We think that activist shareholder involvement and recent developments in Aryzta
AG make its acquisition highly likely. In the alternative scenario investors adequate
chances to participate in significant upside inherent in company’s shares.

www.etalon-capital.com
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M&A
ChampionX Corporation (NYSE: CHX)
August 23, 2020

Company Profile
ChampionX Corporation is a global leader in chemistry solutions and highly
engineered equipment and technologies that help companies drill for and produce
oil and gas safely and efficiently around the world.

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt (est)
EV

Aug 23, 2020
9.86
200
1,970
(930)
2,900
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Spin-Off
Dover Corporation completed the spin-off of its upstream energy businesses
(Wellsite) in May 2018. Company was named Apergy

Merger with Ecolab business
On June 3, 2020, Apergy and Ecolab completed a Reverse Morris Trust transaction
in which Ecolab transferred their upstream energy business to Champion X Holding
(the combined company) and distributed all of the shares of legacy ChampionX
common stock to certain Ecolab stockholders. In association with the completion
of the merger, the company has changed its name from Apergy Corporation to
ChampionX Corporation, and common shares began trading on the New York Stock
Exchange under the symbol "CHX".

Valuation
Financials
Main Financials
Sales
Adj EBITDA
FCF *

Pro-Forma Q2 2020 x4
2,459
251
111

Trough 2016 *
2,936
400
242

* (1) Slide 10 of company's presentation
https://investors.championx.com/static-files/c2426286-e7ed-4761-b5c9-3e9253041134
(2) Free Cash Flow for 2020 is estimated using 44% conversion ratio of EBITDA to FCF
(this was the ratio during 2016-2019 period)

Valuation Ratios
Valuation
P/S
EV/EBITDA
FCF Yield

Pro-Forma Q2 2020 x4
0.80
11.55
5.6%

Trough 2016 *
0.67
7.25
12.3%
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Estimated Valuation - 3 years
Estimated valuation - 3
years

Q2 annualized
with synergies

Net Debt
3-year FCF
EBITDA
EV/EBITDA multiple
EV
Market Cap
Shares outstanding
Market Price
3-year potential upside
Annual upside (est)

-930
332
326
9.0
2,936
2,337
200
11.70
19%
6%

EBITDA scenario
Q2 annualized Trough '16
with 20%
plus synergies
improvement
and synergies
-930
-930
398
726
376
475
9.0
9.0
3,388
4,275
2,856
4,071
200
200
14.29
20.37
45%
107%
15%
36%

'19 plus
synergies

-930
1,086
675
9.0
6,075
6,231
200
31.18
216%
72%

* Valuation assumptions:
- FCF conversion rate is assumed to be 44% of EBITDA (which was the average during 2016-2019
period) and is not adjusted for synergies
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Story Elements
 Complication stage passed - spin-off and subsequent merger during very
unfavorable period in the market (covid-19)
 Expect to deliver $50 million of annualized savings in addition to synergies
expected from the merger ($35 mil of run rate cost synergies exiting 2020)
 Major part of revenue is production focused (84% of revenues)
 High recurring production revenue (70% of revenues)
 Company is well positioned for downturns
 Classic event-driven setup in a volatile market with significant dislocations

Recommendation
We believe that Apergy spin-off and subsequent merger with a division of Ecolab
provides investors with an opportunity to participate in a volatile and risky segment
of the market (energy) in a reasonably calculated way with large upside optionality

www.etalon-capital.com
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Value
The J. M. Smucker Company (NYSE: SJM)
August 25, 2020

Company Profile
The J. M. Smucker Company manufactures and markets branded food and
beverage products on a worldwide basis, although the majority of company's sales
are in the U.S. Company's branded food and beverage products include a strong
portfolio of trusted, iconic, market-leading brands that are sold to consumers
through retail outlets in North America. Principal products are coffee, dog food, cat
food, pet snacks, peanut butter, fruit spreads, frozen handheld products,
shortening and oils, portion control products, juices and beverages, and baking
mixes and ingredients.

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt (est)
EV

Aug 25, 2020
112.99
114
12,886
(5,230)
18,116
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FY 2021 Q1 results
On August 25, 2020, company reported excellent results and increased its full-year
fiscal 2021 net sales, earnings per share, and free cash flow outlook. Company
updated guidance is for $950 mil in free cash flow (mid-point). At current market
cap this provides a Free Cash Flow Yield of 7.4% percent.

Hedge funds insights
A number of hedge funds increased their position in SJM during Q2 2020:
Fund
RENAISSANCE TECHNOLOGIES
TWO SIGMA INVESTMENTS
CITADEL ADVISORS
BALYASNY ASSET MANAGEMENT

Market Value
146,714
59,490
55,323
20,739

Shares Q2
1,386,580
562,232
522,849
196,002

Shares Q1
470,781
46,688
187,634
104,752

Increase x
2.9
12.0
2.8
1.9

We believe that larger hedge fund or activist investors involvement is possible
FY 2019 Acquisition
On May 14, 2018, SJM completed the acquisition of Ainsworth Pet Nutrition, LLC
(“Ainsworth”), a leading producer, distributor, and marketer of premium pet food
and pet snacks, predominantly within the U.S. The majority of Ainsworth’s sales are
generated by the Rachael Ray® Nutrish® brand, which is driving significant growth
in the premium pet food category. The all-cash transaction, which was funded with
debt, was valued at $1.9 billion
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Valuation
Financials
Main Financials
Sales
Oper Income
Adj EBITDA
CFO
CapEx
FCF
FCF Uses
- Acquisitions & disposals
- Debt repayment (issue)
- Share buybacks
- Dividends

FY 2021 (est)
7,887
1,237
1,734
1,269
300
969
(657)
(252)
(5)
(400)

FY 2020
7,801
1,223
1,715
1,255
269
986
(689)
(288)
(4)
(397)

FY 2019
7,838
929
1,561
1,141
360
781
(835)
(1,534)
1,082
(5)
(378)

FY 2018
7,357
1,044
1,625
1,218
322
896
(918)
(561)
(7)
(350)

FY 2017
7,392
1,146
1,594
1,059
192
867
(807)
(30)
(438)
(339)

(1) Debt repayment and share buyback amounts for FY 2021 are current Q1 2021 results
(2) CapEx is based on company’s guidance
(3) Sales are Q1 2021 sales x4 (annualized)
(4) Oper Income, Adj EBITDA and CFO are based on FY 2021 Sales estimate and FY 2020 ratios (15.7% Operating
Margin, 22% Adj EBITDA margin and 16% CFO margin)

Valuation Ratios
Valuation
P/S
EV/EBITDA
FCF Yield

FY 2021 (est)
1.65
10.52
7.5%

FY 2020
1.67
10.63
7.6%

FY 2019
1.66
11.68
6.0%

FY 2018
1.77
11.22
6.9%

FY 2017
1.76
11.44
6.7%
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Estimated Valuation - 3 years
Estimated valuation - 3 years
Net Debt
3-year FCF
EBITDA growth rate
EBITDA
EV/EBITDA multiple
EV
Market Cap
Shares outstanding
Market Price
3-year potential upside
Annual upside (est)

-5,230
2,907
5%
1,985
12.5
24,814
22,491
114
197.21
73%
24%

Valuation assumptions:
(1) - Annual FCF at the FY 2021 (est) level
(2) - Annual EBITDA growth of 5% from FY 2020 level
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Story Elements
 Significant 5-year share price underperformance
 Ainsworth Pet Nutrition acquisition for $1.9 bil in 2018
 Very favorable product mix covid-wise (pet food 37% of sales and coffee 28%
of sales)
 No reason for current valuation multiple of x10.5 both long-term and in covid
environment especially
 3% dividend yield, 7.3% Free Cash Flow Yield
 More hedge fund or activist investor involvement is possible

Recommendation
We believe that SJM shares provide investors with a classic value investment
opportunity in current covid-19 environment and offer both a low-to-moderate risk
level combined with an asymmetric upside potential

www.etalon-capital.com
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Leveraged Equity
United Natural Foods Inc (NYSE: UNFI)
August 26, 2020

Company Profile
United Natural Foods is a leading distributor of natural, organic, specialty, produce
and conventional grocery and non-food products, and provider of support services.
The Company sells its products primarily throughout the United States and Canada.

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt
EV

Aug 26, 2020
18.88
55
1,032
(2,519)
3,551
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Supervalu acquisition
On October 22, 2018 company completed acquisition of Supervalu for
approximately $2.9 billion. Since announcement of the transaction on July 25,
2018, company’s share price declined 56% and reached a low of $5.7 in March of
this year, a decline of 86% since transaction announcement.

Retail operations
As part of Supervalu acquisition United Natural Foods received certain retail
operations and was planning to sell them. However, because of recent
developments, those operations became much more valuable due to a boom in
supermarket sales overall. According to company’s recent quarterly report and
conference call, management decided not to dispose of these retail operations but
instead wait for up to 24 months in order to extract more from the disposal.
According to management on a conference call, these operations have annual sales
of about $2 bil ($1.2 figure is related to inter-company sales, not the overall
turnover of the retail business) and an EBITDA margin of about 5%.
Therefore, unexpectedly, company happened to be in a possession of a valuable
asset especially given company’s current market cap of about $1 billion. With an
annual EBITDA of about $100 mil the retail business could be valued at a multiple
of x6 for a total of $600 mil or 60% of company’s current market cap
(5) Cub Foods, Shoppers stores to be spun off from UNFI
https://www.supermarketnews.com/retail-financial/cub-foods-shoppers-stores-be-spun-unfi
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Valuation
Financials
Main Financials
Sales (guidance)
Adj EBITDA (guidance)
CapEx (9M 2020 annualized)
Interest expense (guidance)
FCF (est)

FY 2020
26,500
663
157
190
316

Valuation ratios
Valuation
P/S
EV/EBITDA
FCF Yield

FY 2020
0.04
5.36
30.6%

Estimated Valuation - 3 years
Estimated valuation - 3 years
Net Debt
3-year FCF
Retail stores value
EBITDA
EV/EBITDA multiple
EV
Market Cap
Shares outstanding
Market Price
3-year potential upside
Annual upside (est)

-2,519
947
600
663
6.0
3,978
3,006
55
54.97
191%
64%

Valuation assumptions:
(3) Annual EBITDA at the FY 2020 (guidance) level
(4) Retail stores value: $2 bil sales, 5% EBITDA margin, x6 EV/EBITDA valuation multiple
(5) Annual FCF $316 mil at the FY 2020 (est) level (EBITDA less Interest less CapEx)
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Story Elements
 Significant 5-year share price underperformance
 Supervalu acquisition for $2.9 bil in 2018
 Accidentally happened to own a valuable asset (given market cap)
 Management had chosen (wisely) to delay the disposal in order to extract
more value from retail operations
 Leveraged and volatile equity with significant upside optionality

Recommendation
We believe that UNFI shares provide investors with a risky, leveraged equity case
but given its sector, recent results and accidental ownership of a valuable asset, the
risk-return profile is favorable

www.etalon-capital.com
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Shareholder Insights
Berkeley Group Holdings plc (BKG L)
August 12, 2020

Overview
In 2019, Etalon started to provide research based on the analysis of hedge funds
and institutional shareholders. Combining our value/event-driven focus with indepth knowledge of many hedge funds active in the market we aim to combine
data analytics with human knowledge and input that is unavailable in data-only
products. This is especially true for identification of “outliers” and generation of
useful insights from them

Company Profile
Berkeley is the country’s leading place-maker, operating principally in London,
Birmingham, and the South East
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Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt (est)
EV

Aug 12, 2020
45.24
126
5,687
1,139
4,548

Share price is in a tight trading range since post market crash: since 24 April 2020 –
to present shares are trading between GBP 43.32 and GBP 46.94.

Latest holding disclosures
12 August, 2020
Morgan Stanley increased stake to 6.31% from previous 6.01%
- https://www.londonstockexchange.com/news-article/BKG/holding-s-in-company/14650284

27 July, 2020
Egerton Capital (UK) LLP disclosed a 5.01% stake
- https://www.londonstockexchange.com/news-article/BKG/holding-s-in-company/14629530

20 July, 2020
Morgan Stanley disclosed a 5.78% stake
- https://www.londonstockexchange.com/news-article/BKG/holding-s-in-company/14625716
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Story Elements
 Company re-iterated its commitment to GBP 280 mil per annum shareholder
return up to September 2025
 Return of GBP 445 million surplus capital deferred for up to two years
 Attractive shareholder return yield (based on market cap) of 4.92%
 If surplus capital will be returned in two-years timeframe, total 2-years
shareholder return could equal GBP 1,015 mil or 17.85% (based on market
cap)
 Recent shareholder disclosures by Egerton Capital (UK) LLP and Morgan
Stanley warrant attention

www.etalon-capital.com
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Shareholder Insights
Royal Mail plc (RMG LN)
August 13, 2020

Overview
In 2019, Etalon started to provide research based on the analysis of hedge funds
and institutional shareholders. Combining our value/event-driven focus with indepth knowledge of many hedge funds active in the market we aim to combine
data analytics with human knowledge and input that is unavailable in data-only
products. This is especially true for identification of “outliers” and generation of
useful insights from them

Share Summary
Share Summary
Market Price
Shares Out (mil)
Market Cap (mil)
Net Debt
EV

Aug 13, 2020
2.20
1,000
2,200
(1,132)
3,332

* Excluding the impact of IFRS 16 adoption, net debt would be GBP 46 mil
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Latest holding disclosures
6 August, 2020
Schroders plc disclosed a stake of 13.25% (decrease from previous 13.9%)
https://www.londonstockexchange.com/news-article/RMG/holding-s-in-company/14644915

4 August, 2020
Private equity firm VESA EQUITY INVESTMENT Sarl disclosed a stake of 13.1% in the
company
Investor disclosed an initial holding of 3.05% on March 12, 2020 and since then had
steadily increased the position to its current size
https://www.londonstockexchange.com/news-article/RMG/holding-s-in-company/14640655
https://www.londonstockexchange.com/news-article/RMG/holding-s-in-company/14459031

It is important to note that according to filings, investor more than doubled his
position during approximately a three months period between May 19th and July
30th. During this period share price remained almost unchanged, so the average
cost for this second half of investor’s stake can be estimated to be about GBP 1.70
per share
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Estimated Valuation - 3 years
Estimated valuation - 3 years
Net Debt
Cumulative FCF *
Restructuring initiatives savings (est)
EBITDA *
EV/EBITDA multiple
EV
Market Cap
Shares outstanding
Market Price
3-year potential upside
Annual upside (est)

-1,132
1,282
500
841
4.5
3,785
4,435
1,000
4.43
102%
34%

* Valuation assumptions:
- EBITDA assumed to remain at the FY 2020 level
- Annual free cash flow at the 3-year FCF average (GBP 427 mil)
- Cumulative savings from restructuring initiatives of GBP 500 mil

www.etalon-capital.com
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JDE Peet’s IPO: Classic Story, Classic Investment Case
June 4, 2020 | By Alex Gavrish, Etalon Capital Ltd; author of "Story Investing"

Previous IPO we discussed was TeamViewer AG which started trading on
September 25th, 2019. Teamviewer priced its IPO at EUR 26.25 per share, with
Permira funds selling a 42% stake in the company.
Since our recommendation on October 23, 2019 shares of TeamViewer performed
extremely well (both before and especially after COVID-19 crisis developments). At
the current market price of about EUR 46 per share, shares returned 95%.
We believe that recent IPO of coffee maker JDE Peet’s provides investors a classic
story and classic investment opportunity.
JDE Peet’s started trading at Euronext on May 25, 2020. Company raised
approximately EUR 700 mil by issuing 22.2 mil new shares while existing
shareholders sold an additional 49.2 mil shares at an IPO price of EUR 31.5 per
share. Funds manages by Soros Fund Management LLC have subscribed for an
aggregate amount of EUR 761 million, taking approximately 33% of IPO shares.
Mondelez international will retain a 23.4% stake while Acorn Holdings (JAB) will
retain a 62.2% stake. JDE Peet’s free float post IPO will therefore be 14.4% percent
only.
At the current market price of EUR 37 per share, company has a market
capitalization of EUR 18.3 billion and an Enterprise Value of about EUR 24.1 billion,
valuing the company at an EV/Adj EBITDA multiple of x15. Assuming a 70% free
cash flow conversion rate (according to IPO prospectus), JDE Peet’s has a Free Cash
Flow Yield of 6.15%.
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We believe that participation of Soros Fund Management in the IPO (33% of IPO
shares), low free float, reasonable valuation multiple and attractive free cash flow
yield make JDE Peet’s shares an attractive investment.
In addition to this, current dislocations in the market due to COVID-19 crisis make
the company extremely attractive due to the defensive nature of its products and
sector. Investors do not have many investment opportunities of such kind in
current market environment, and we believe that shares warrant a higher valuation
multiple. Expansion of valuation multiple to x18.5 and an annual growth of 5% in
Adj EBITDA could value the shares at EUR 65 in three years, providing a 75% upside
potential or an approximately 25% annual return.
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