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Industry Compounders Update
Sector: Industry Compounders
Redeye raised the sales forecasts for Christian Berner, Lagercrantz, and Sdiptech
following stronger forward-looking data in the Q1 reports relative to our forecasts.
So far, it seems like the Industry Compounders will handle the Corona crisis rather
well, and for 2 out of 3 companies, we raised our EBITA forecast and Base case.
Sdiptech remains our top pick in the sector.
Solid forward-looking data
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Notably, both Sdiptech and Lagercrantz was very transparent regarding the development in
Q2 so far. Sdiptech stated that demand was solid and that it was able to deliver 85% of
orders at the end of April, an improvement relative to early-mid April. As the restrictions
have eased in some markets, we believe the figure has improved further, indicating a 1015% decline in sales in Q2. Lagercrantz mentioned that its order intake from April to midMay was in line with last year, although with large variations between different companies.
Combined with Christian Berner's solid order intake, our impression is that the Industry
Compounders in our coverage, at least so far, handles the Corona crisis rather well and
better than we previously expected.
No mercy for weak performance
All the compounders included in our update, have recovered most of its share price decline,
expect for Christian Berner. While order intake was strong during Q1, EBITA came in weak,
and the Christian Berner share was punished by the market – trading at 7.1x EBIT 2021E.
We have seen this widening of valuation spreads between strong and weak performing
companies in other sectors as well. Backed by a solid order intake and the large Belarus
order, we argue that the risk/reward in Christian Berner is attractive despite its sluggish
margins.
Sdiptech remains our top pick
Sdiptech continued its streak of solid reports, and we argue that it should result in a
continuing reduction of the discount relative to peers. For 2021E, Sdiptech is trading at
13.1x EBIT relative to a median of 19.6x. We remain neutral to Lagercrantz. While its track
record is impressive, the stock market has already noticed.
Christian Berner: Base case SEK 23 (25) – updated 2020-04-23
Lagercrantz: Base case SEK 126 (119) – updated 2020-05-14
Sdiptech: Base case SEK 99 (90) – updated 2020-04-30
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Share price performance
On average, the compounders have performed in line with OMXS30 since the market peak in
February. In general, the larger firms have performed better relative to the smaller ones.
Notably, Christian Berner's share has underperformed OMXS30 and the others considerably
since its Q1-report published on 22 April.
Share price performance since 2020-02-19
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Valuations and revisions
The relative valuations remain in line with historical figures, with Sdiptech and especially
Christian Berner trading at a significant discount to peers. We increased our sales forecast in
all compounders under coverage for both 2020 and 2021, due to indications suggesting that
the companies will handle the Corona crisis much better than we previously thought.
The revisions for the other compounders are mostly negative. However, this is relative to our
last compounders update on 26 March. At that point, we had lowered the forecasts for our
coverage, while the other group was almost unchanged relative to pre-Corona. Thus, our
assumption of a rather small impact from the Corona crisis on the compounders seems to
be in line with the consensus view.
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Christian Berner (2020-04-23)
Redeye increases sales forecast for 2020 by 3%, thanks to the strong order intake for the
quarter. We adjust the EBITA estimate for the same year by 7%, and we lower our
expectations of Z&I and the margin development in the "old Berner." There are indications
that Christan Berner can handle the Corona crisis, while there is more to do internally. We are
lower our Base case marginally and still see upside in the share.
Full update (In Swedish)

Lagercrantz (2020-05-14)
Redeye maintains a neutral view of Lagercrantz following a Q4 report in line with
expectations. The report's forward-looking data indicate that Lagercrantz can handle the
Corona crisis better than we expected. We raise the forecasts for 2020/21 and adjust our
Base case slightly.
Full update (In Swedish)

Sdiptech (2020-04-30)
Redeye remains positive to Sdiptech following a Q1 in line with our forecast. While demand
remains solid, movement restrictions have and will cause delays, primarily in the UK and
DACH. We leave our 2020 and 2021 forecasts largely unchanged and raise our Base case
slightly.
Full update
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Disclaimer
Important information
Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies in the Nordic
region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate Finance, equity research and
investor relations. Our strengths are our award-winning research department, experienced advisers, a unique investor network, and the powerful
distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Swedish Financial
Supervisory Authority.
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial instruments,
prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial instruments on behalf
of clients, place financial instruments without position taking, provide corporate advice and services within mergers and acquisition, provide services
in conjunction with the provision of guarantees regarding financial instruments and to operate as a Certified Advisory business (ancillary
authorization).
Limitation of liability
This document was prepared for information purposes for general distribution and is not intended to be advisory. The information contained in this
analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the information. The forward-looking
information in the analysis is based on subjective assessments about the future, which constitutes a factor of uncertainty. Redeye cannot guarantee
that forecasts and forward-looking statements will materialize. Investors shall conduct all investment decisions independently. This analysis is
intended to be one of a number of tools that can be used in making an investment decision. All investors are therefore encouraged to supplement
this information with additional relevant data and to consult a financial advisor prior to an investment decision. Accordingly, Redeye accepts no
liability for any loss or damage resulting from the use of this analysis.
Potential conflict of interest
Redeye's research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure the
objectivity and independence of its analysts. The following applies:
•
For companies that are the subject of Redeye's research analysis, the applicable rules include those established by the Swedish Financial
Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore, Redeye employees
are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its analysis plus one trading
day after this date.
•
An analyst may not engage in corporate finance transactions without the express approval of management and may not receive any
remuneration directly linked to such transactions.
•
Redeye may carry out an analysis upon commission or in exchange for payment from the company that is the subject of the analysis, or
from an underwriting institution in conjunction with a merger and acquisition (M&A) deal, new share issue or a public listing. Readers of
these reports should assume that Redeye may have received or will receive remuneration from the company/companies cited in the report
for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not dependent on the content of
the analysis.
Redeye's research coverage
Redeye's research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time. Unless
otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for example in the event of
significant changes in market conditions or events related to the issuer/the financial instrument.
Recommendation structure
Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary analysis and rating
model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an independent assessment of the company
in question, its opportunities, risks, etc. The purpose is to provide an objective and professional set of data for owners and investors to use in their
decision-making.
Duplication and distribution
This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed to physical
or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable laws or other
regulations.
Copyright Redeye AB.

CONFLICT OF INTERESTS
Fredrik Nilsson owns shares in CBTT, LAGR or SDIP: Yes, SDIP
Henrik Alveskog owns shares in CBTT, LAGR or SDIP: No
Redeye performs/have performed services for the Company and receives/have
received compensation from the Company in connection with this.
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