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Strong comeback following Q1 

 Sales in Q2 amounted to SEK 277 million, in line with 

our expectations of SEK 272 million. EBIT reached 

SEK 15 million, compared to our estimates of SEK 16 

million. All in all, Q2 was a strong comeback from Q1 

with no signs of smartphone declines. 

 In Q2 Doro was listed by Telekom Deutschland and A1, 

meaning that Doro kicked out the competitors.  Doro’s 

arch enemy Emporia, was for instance dethroned in 

their home market. Together with the strong growth in 

order intake of 24 percent from Q1 this supports 

Doro’s growth outlook for the rest of 2014. 

 Our slightly revised estimates does not change the DCF 

value of SEK 46. Today’s share price indicates an 

upside and a downside of 110 and 20 percent 

respectively (in our bull and bear case). 
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Doro (DORO.ST) 

 

Redeye Rating (0 – 10 points) 

 2012 2013 2014E 2015E 2016E 

Revenue, MSEK 838 1,143 1,166 1,287 1,450 

Growth 12% 36% 2% 10% 13% 

EBITDA 83 114 109 131 173 
EBITDA margin 10% 10% 9% 10% 12% 

EBIT 61 79 66 105 140 
EBIT margin 7% 7% 6% 8% 10% 

Pre-tax earnings 50 78 59 105 140 
Net earnings 53 61 46 84 108 
Net margin 6% 5% 4% 7% 7% 

 

 
Dividend/share      
EPS adj. 2.73 3.08 2.21 4.05 5.19 
P/E adj. 9.2 16.2 14.1 7.7 6.0 
EV/S 0.4 0.8 0.5 0.4 0.4 
EV/EBITDA 4.1 8.0 5.0 4.1 3.1 
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Redeye Rating: Background and definitions  

The aim of a Redeye Rating is to help investors identify high-quality companies with attractive valuation.  

Company Qualities 

The aim of Company Qualities is to provide a well-structured and clear profile of a company’s qualities (or 

operating risk) – its chances of surviving and its potential for achieving long-term stable profit growth.  

We categorize a company’s qualities on a ten-point scale based on five valuation keys; 1 – Management, 2 – 

Ownership, 3 – Growth Outlook, 4 – Profitability and 5 – Financial Strength.  

Each valuation key is assessed based a number of quantitative and qualitative key factors that are weighted 

differently according to how important they are deemed to be. Each key factor is allocated a number of points 

based on its rating. The assessment of each valuation key is based on the total number of points for these 

individual factors. The rating scale ranges from 0 to +10 points.  

The overall rating for each valuation key is indicated by the size of the bar shown in the chart. The relative size of 

the bars therefore reflects the rating distribution between the different valuation keys.  

Management 

Our Management rating represents an assessment of the ability of the board of directors and management to 

manage the company in the best interests of the shareholders. A good board and management can make a 

mediocre business concept profitable, while a poor board and management can even lead a strong company into 

crisis. The factors used to assess a company’s management are: 1 – Execution, 2 – Capital allocation, 3 – 

Communication, 4 – Experience, 5 – Leadership and 6 – Integrity.  

Ownership 

Our Ownership rating represents an assessment of the ownership exercised for longer-term value creation. Owner 

commitment and expertise are key to a company’s stability and the board’s ability to take action. Companies with 

a dispersed ownership structure without a clear controlling shareholder have historically performed worse than 

the market index over time. The factors used to assess Ownership are: 1 – Ownership structure, 2 – Owner 

commitment, 3 – Institutional ownership, 4 – Abuse of power, 5 – Reputation, and 6 – Financial sustainability.  

Growth Outlook 

Our Growth Outlook rating represents an assessment of a company’s potential to achieve long-term stable profit 

growth. Over the long-term, the share price roughly mirrors the company’s earnings trend. A company that does 

not grow may be a good short-term investment, but is usually unwise in the long term. The factors used to 

assess Growth Outlook are: 1 – Strategies and business model, 2 – Sale potential, 3 – Market growth, 4 – Market 

position, and 5 – Competitiveness.  

Profitability 

Our Profitability rating represents an assessment of how effective a company has historically utilised its capital to 

generate profit. Companies cannot survive if they are not profitable. The assessment of how profitable a company 

has been is based on a number of key ratios and criteria over a period of up to the past five years: 1 – Return on 

total assets (ROA), 2 – Return on equity (ROE), 3 – Net profit margin, 4 – Free cash flow, and 5 – Operating 

profit margin or EBIT.  

Financial Strength 

Our Financial Strength rating represents an assessment of a company’s ability to pay in the short and long term. 

The core of a company’s financial strength is its balance sheet and cash flow. Even the greatest potential is of no 

benefit unless the balance sheet can cope with funding growth. The assessment of a company’s financial strength 

is based on a number of key ratios and criteria: 1 – Times-interest-coverage ratio, 2 – Debt-to-equity ratio, 3 – 

Quick ratio, 4 – Current ratio, 5 – Sales turnover, 6 – Capital needs, 7 – Cyclicality, and 8 – Forthcoming binary 

events.   
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A remarkable comeback from Q1 

Doro delivered a report for the second quarter that was a lot better than 

their Q1 report. The revenue was in line with our expectations of SEK 272 

million, amounting to SEK 277 million. Compared to last year, sales 

increased by 1.4 percent. However, the organic growth, adjusted for 

currency effects was down -12 percent (including the Doro Primo phones, 

accounted for in IVS).  This is partly due to the smartphone transition in the 

Nordics, but majorly the sales decreases was explained by a 60 percent drop 

in North America. Last year’s numbers was a result of a much larger 

inventory of Doro products being held by the distribution partner. All in all, 

the sales of the second quarter was solid, and up 19 percent from Q1. 

 

As for EBIT we forecasted SEK 16 million and slightly lower depreciation 

charges from investments in new products, compared to the outcome of 

SEK 15 million. EBITDA came in at the same level as last year despite 

higher marketing costs. EBIT was about SEK 3 million lower than 2013 due 

to the smartphones investments.  

 

 

 

Costs were in line with our estimates, and up 8 percent on a quarterly basis 

and plus 19 percent year-on-year. Primarily this was, according to Doro, 

due to higher marketing costs.  

 

As the Company previously guided for in their Q1 presentation, the product 

mix remained favorable, as in the previous quarter. The result was a strong 

gross margin of 40 percent, as we estimated. 

 

In the graph on the next page, the gross margin is put in relation to sales. 

 

 

 

 

 

 

Doro - Expected vs. Outcome
SEKm Q2'13 Q2'14E Outcome Diff

Sales 273.0 272.4 276.9 2%

EBITDA 25.3 27.4 25.3 -7%

EBIT 17.5 16.4 14.7 -10%

PTP 17.2 15.9 13.0 -18%

EPS, SEK 0.63 0.61 0.45 -26%

Salesgrowth 74.4% -0.2% 1.4%

Grossmargin 37.5% 40.2% 40.1%

EBIT margin 6.4% 6.0% 5.3%

EPS growth (y/y) 103% -3% 0%

Source: Doro, Redeye Research

Sales is still down because 

of the Nordics and North 

America, but up 19 

percent from Q1 

Earnings remains on the 

same level despite higher 

marketing costs  

A favorable product mix 

lead to a gross margin of 

40 percent  
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Sales and gross margin (SEK million) 

 
Source: Doro, Redeye Research 

 
Strong recovery in order intake as well 

The order intake of SEK 296 million rose by 19 percent year-on-year and 24 

percent compared to the first quarter of 2014. This corresponds to an 

increase in organic order intake, excluding the order intake of 2013 year’s 

acquisition of the German supplier IVS. In Q1 the order intake fell from 

year-over-year for the first time in more than five years, indicating that the 

order intake of the second quarter was indeed a good comeback. There is a 

strong correlation between Doro’s order intake and sales, as can be seen in 

the following graph. This, together with the order book of SEK 82 million, 

indicates that management’s promises of growth for the second half of 2014 

is not unrealistic.  

Order bookings and sales R12M (SEK million) 

 

Source: Doro, Redeye Research 
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A mixed development in the different markets 

Here we examine the performance in the second quarter in each of Doro’s 

markets. Most important is that there were no signs of internationally 

spreading smartphone declines. In page 7 we analyze this more closely. 

 

Smartphone ramp-up decreases sales gap in the Nordics: 

Sales from the Nordic home market continues to be disappointing. 

However, year-on-year sales in the Nordics were better than Q1, as it 

amounted to -11 percent and SEK 63 million, compared to -25 percent and 

SEK 42 million in Q1. Good news is that more than 10 percent of the Nordic 

revenue came from smartphone sales, indicating that Doro might make the 

smartphones transition after all. The EBIT-margin of close to 30 percent is 

as a result of this also on its way up from the previous quarters. 

 

Doro’s new listings kicks out competitors in the DACH region 

The DACH region (Germany, Austria and Switzerland) reached sales of SEK 

69 million, corresponding to a quarterly growth of above 7 percent. Last 

year’s IVS-acquisition made a strong foundation that according to Doro 

resulted in listings during the period, from the leading telecom operators 

Telekom Austria (A1) and Telekom Deutschland. As a result from the 

listings of these two operators Doro’s competitor Emporia’s phones were 

removed from the stores. The EBIT margin of 10 percent of the second 

quarter is thus expected to increase ahead, together with growing sales from 

increased exposure of Doro’s products. 

 

Listings and solid performance in EMEA as well 

The sales in EMEA (Europe, the Middle East and Asia) amounted to SEK 66 

million compared to last year’s SEK 67 million and SEK 62 million in the 

first quarter. Just as in the DACH region, an important listing were made. 

Orange France agreed to sell Doro’s smartphones, meaning that Fujitsu got 

kicked out. The EBIT-margin improved, year-over-year, by just above 5 

percentage points, coming in at 23 percent. 

 

Good growth but still a lot more potential in the UK 

In the UK Doro is still more than 10 times larger than the second 

competitor, which also shows in the sales that increased 17 percent to SEK 

46 million. Nonetheless, with a penetration ratio of only 2-3 percent we 

estimate that there is still much growth possibilities in the UK. The good 

growth also affected the EBIT-margin which rose to 25 percent, despite 

large marketing expenses. Compared to Q1 the EBIT-margin is somewhat 

lower, which is explained by the aforementioned marketing campaigns, 

according to the company. Thus, we believe that Doro are firmly 

determined, and able to capture the growth opportunities in the UK. 

 

 

 

More than 10 percent of 

the Nordic sales came 

from smartphones 

Doro’s listings kicked out 

the toughest competitor 

Emporia in their home 

market 

Low penetration rate in 

the UK despite large 

market share 
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Stable sales in North America 

As mentioned USA and Canada sales were down 60 percent year-on-year, 

due to the distribution partner’s inventory changes. This is translated to a 

revenue of SEK 28 million, compared to SEK 25 million in the previous 

quarter. According to Doro the North American sales will now remain 

stable on these levels for the rest of this year, as Doro has agreed with the 

distributor on the inventory levels.  

 

The graph below shows Doro’s diversified sales per segment on a 12 month 

rolling basis. 

 

Sales per segment R12M (SEK million) 

 

Source: Doro, Redeye Research 

 

Stronger financial position and solid cash flow 

The cash flow from operations was solid and amounted to SEK 47 million, 

compared to last year’s SEK 41 million. However, the whole increase in cash 

flow was due to changes in working capital, caused by the fact that current 

receivables increased by SEK 6 million. Cash and cash equivalents 

amounted to SEK 89 million compared to last year’s SEK 111 million. The 

cash flow was affected by a dividend of SEK 32 million and a new share 

issue of SEK 14 million, following Doro’s incentive program. Doro also 

announced that the equity/assets ratio was back to the level before the IVS 

acquisition, amounting to 44 percent. 
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Still a player to count on in the 
smartphone race 

During the conference call following the Q2 report, Doro’s CEO, Jérôme 

Arnaud addressed the market and its concern about the smartphone 

transition. The worry has lead to a fast drop in the share price during the 

last months. As we understand it, Doro has vigilantly responded to the 

changes in the market, but Arnaud also pointed out that the smartphone 

shift is substantially slower within Doro’s target group. In addition, players 

are withdrawing from the feature phone market. Following Doro’s strong 

Q2 report and our own research that here follows, we are also, like Arnaud, 

a bit less concerned about the smartphone shift. 

 

The underlying cause of concern for the share price development, as we 

understand it, was that Doro earlier stated that the last three quarter’s 

rather weak performance in the Nordic market was the result of a transition 

to smartphones. According to Doro’s market survey, more than half of the 

senior population are requesting a smartphone as their next phone. 

However only a fifth of them have a smartphone today, making the 

smartphones demand a crucial success factor for Doro. 

 

The launch of Doro’s smartphones first took place in the Nordics, since the 

Nordic population tend to be faster in adapting to and demanding 

technological changes. The launch of the smartphone Doro Liberto 810 was 

made in the fourth quarter last year. The rapidly sinking sales in the Nordic 

region suggested that the smartphones were not well welcomed and could 

not compensate for the reduced market for feature phones. Consequently, 

the sales for Q4 and Q1 in the Nordics were down by 17 and 25 percent. The 

sales decrease of 11 percent in the second quarter indicates that the period 

of rapid fall may have passed. 

 

However, the market logic was that the fast smartphone driven sales 

decreases would spread to the other regions. If the Scandinavians are first 

in the technology shift, then soon the rest of Europe would follow suit, the 

market seemed to think. 

 

Nevertheless, in Q2 we notice that no other smartphone-related declines 

has yet happened. In EMEA, DACH and UK both sales and margins are up, 

despite higher marketing costs. Instead 7 percent of Doro’s phone sales in 

Europe during the second quarter were smartphones. With competitors 

withdrawing and the slow smartphone transition within Doro’s target 

group, Doro is in a good spot. The keyword here is slow. A protracted 

shifting phase gives Doro time to calibrate the Company’s smartphone offer, 

and in the same time milk the feature phone market for a long time. 

The transition to 

smartphones is a critical 

factor for Doro… 

…but the welcoming of 

Doro’s smartphones were 

very hesitant… 

…which made the market 

expect further sales 

declines 

However Doro’s 

smartphone sales seem to 

have picked up the pace 
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Care – the key to continued growth 

While the smartphone paradigm shift is something that will have a big 

impact on Doro’s position during the coming years, the Company’s long 

term success is, according to us, determined by the care segment. In this 

section, however, we start off by describing the Company’s current position, 

to pedagogically show Doro’s growth path. 

 

Strong market position as of today 

Six years from now the senior population (people with the age of 65 or 

older) of the world is expected to have increased from 550 to 700 million 

people. According to Eurostat (the statistical authority of EU) there is no 

indication that this trend will stop, given the fact that people are expected to 

live longer and longer. 

 
Source: Doro, Eurostat 

 

Doro has, for more than five years, capitalized on this demographic trend.  

Even though Doro is the market leader in most of the Company’s markets, 

Doro’s penetration rate is only 1-3 percent, except the Nordics were it is 

around 17 percent. In this favorable market new entrants are a natural 

concern and people have for long waited for Asian giants like Samsung or 

Huawei, for example, to enter the market with their economics of scale, and 

wipe out Doro. It is important to understand why this has not happened so 

far. 

 

We do not believe that the tech nerd image of Samsung would prevent the 

company from going into this segment, since it still can be done using a 

different brand name. There is a possibility that Samsung and the others 

find this niche market to small and focus all their energy on the mass 

market instead. However, we believe the most likely outcome is that these 

firms will continue to address Doro’s segment, not by manufacturing 

phones, but with senior customized apps and interfaces. 

 

 

A leading position in a 

growing market with low 

penetration ratio 
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Care and Doro’s competitive advantages 

So, the question is, what is there that the Asian giants, like Samsung, cannot 

do for the seniors with an interface or an app. In other words, what 

competitive advantages does Doro possess? Doro’s phone is shaped in a 

certain bulky way, since the shape of the phone is an important factor for 

the user not to drop it. A big alarm button on the phone is probably also 

something that the big players would not include. Besides this, Doro can 

offer remote management. If the senior has made a mistake or need 

assistance, the phone of the senior can be accessed from Doro’s own 

support function or from the relatives of the senior. It is these kind of 

features that we believe is the future for Doro. 

 

Seniors today want to live independent lives at home as long as possible, 

alternatively they have to do so because of the lack of elderly care and 

healthcare capacity. In addition healthcare is cheaper when it is provided in 

the homes of the elderly. For this scenario though, the elderly need 

assistance and this is the idea behind Doro’s Care segment, which at the 

moment includes mHealth and Telecare. 

 

mHealth is about providing mobile-based services that help the user 

monitor and manage health and chronic conditions. Besides the already 

mentioned emergency button that alerts care personnel or relatives in the 

event of an accident. Doro has developed this function one step further. 

Alerts can also be provided to the care personnel or relatives when the user 

has forgotten to take his or her medicine, or when test values indicates 

values outside of the accepted range. Telecare is a fixed GSM port that via 

the mobile network automatically connects different sensors to a call center 

when the sensors are activated. There are for example fall sensors, 

wristband alarms and smoke detectors. Doro states that the technical 

platform is to a large extent the same for the Care and the Consumer 

segment. From this we conclude that the more of these and other new Care 

functions will gradually be included in Doro’s phones. 

 

The brand and the distribution network 

We also suggest that Doro’s brand is a key factor for Doro. In our opinion, 

seniors in general do not care so much about whether they have a feature- 

or a smartphone, as long as the phone works and it is a brand that they can 

trust. Thus we find Doro’s quite high marketing costs logical and view them 

almost as investments. Doro’s strong brand is therefore the cause of Doro’s 

second competitive advantage, the distribution chain. The company states 

that there is no coincidence behind the forming of Doro’s many important 

partnerships, such as Telekom Austria and Telekom Deutschland. The 

reason is that these distributors all agree that the senior segment is 

something to be considered, and within the group of the few phone 

manufacturers in this segment Doro is chosen because of the certified 

technical capacity. Sure, Doro’s supply chain is not the same as Samsung’s, 
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but Doro has access to relevant distribution channels such as stores 

especially designed for the elderly or the disabled. 
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Forecast adjustments 

Given the fact that Doro’s report contained no surprises and was in line 

with our estimates, we have only made some minor changes in our 

estimates. 

 

 

 

We have forecasted a sales growth of 2 percent for 2014 and afterwards a 

recovering growth of 10 percent during 2015. The EBIT margin is expected 

to be 6 percent for 2014 and 8 percent for 2015. 

 

As for the gross margin we expect the advantageous product mix effect of 

the first half of 2014 to be gone during the second half and return to the 

historical mean of around 38 percent in Q3. In Q4 we expect a slightly 

higher gross margin of 39 percent, since the fourth quarter traditionally is 

Doro’s best. For 2015 we expect the gross margin to be in the middle of 38-

39 percent, and after that gradually recover to above 40 percent again.  

 

Since Doro recently signed a deal with the IT consultant firm Cybercom, 

regarding assistance in developing smartphones, we expect further large 

investments in R&D. Therefore we are forecasting increased operating 

expenses and high depreciations for 2014 and 2015. Together with our 

predictions that the marketing costs will remain high, this lowers EBIT. 

This can be seen in the graph on the next page. 

 

 

 

 

 

 

 

 

 

 

Forecast adjustments

(SEKm) 2014E 2015E

Sales Old 1172 1310

New 1166 1287

% change -1% -2%

EBIT Old 67 114

New 66 105

% change -1% -8%

Profit before tax Old 64 112

New 59 104

% change -7% -7%

Earnings per share Old 2.4 4.3

New 2.2 4.0

% change -8% -7%

Source: Redeye Research, Doro     
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Sales and EBIT margin R12M 2009-2014E (SEK million) 

 

Source: Doro, Redeye Research 

 

For our detailed estimates see the table below. 
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Doro - Detailed estimates
SEKm Q1'12 Q2'12 Q3'12 Q4'12 2012 Q1'13 Q2'13 Q3'13 Q4'13 2013 Q1'14 Q2'14 Q3'14E Q4'14E 2014E 2015E

Sales 170.4 156.5 210.8 299.8 837.5 208.9 273.0 279.4 381.2 1142.5 233.0 276.9 282.0 373.9 1165.7 1287.1

EBITDA 17.5 9.2 21.6 34.7 83.1 14.2 25.3 29.5 44.8 113.8 16.0 25.3 24.0 43.9 109.2 135.1

EBIT 12.6 4.6 16.2 28.0 61.4 7.7 17.5 20.3 33.5 79.0 4.7 14.7 13.4 33.3 66.1 105.0

PTP 3.0 6.6 11.8 28.2 49.6 7.9 17.2 20.1 33.2 78.4 3.1 13.0 11.6 31.5 59.2 103.8

EPS, SEK 0.13 0.31 1.33 0.96 2.73 0.38 0.63 0.77 1.26 3.08 0.09 0.45 0.45 1.21 2.21 3.99

Sales growth 26% -5% 16% 14% 12% 23% 74% 33% 27% 36% 12% 1% 1% -2% 2% 10%

EBIT margin 7.4% 2.9% 7.7% 9.3% 7.3% 3.7% 6.4% 7.3% 8.8% 6.9% 2.0% 5.3% 4.7% 8.9% 5.7% 8.2%

Earnings growth (y/y) -45% -20% -55% -14% -34% 163% 161% 70% 18% 58% -61% -24% -42% -5% -24% 75%

Gross margin 40% 40% 38% 42% 40% 38% 38% 38% 38% 38% 41% 40% 38% 39% 39% 38%

Source: Doro, Redeye Research
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Valuation  

For the valuation of the Doro share we are using a discounted cash flow 

valuation (DCF) including a base case together with a bull and a bear case. 

Multiples are also analyzed as a complement.  
 

DCF valuation 

We have applied a discount rate (WACC) of 11 percent. We have applied an 

average tax rate of 23 percent for the period 2015-2022, taking into account 

the deferred tax assets. 

 

In our base case, we believe that Doro can cope with the transition to 

smartphones in the sense that they can defend their position and keep their 

stabile EBIT margin of 7 percent just like before. However we believe that 

the days of fast growth might be over and that the growth slows down from 

20 to 7 percent a year, because fewer seniors are interested in Doro’s 

products. On the other hand we assume that Doro’s niche market will not 

immediately go down the drain like the case of Nokia and Blackberry, but 

instead will have a slower transition phase to smartphones. It is our belief 

that technical transitions in the seniors market take time. Thus there is a 

good opportunity to milk this market for a long time. A few years from now 

we believe that the care segment will be more and more important and that 

Doro has a good position here with the Company’s strong brand among 

seniors. 

 

For 2015 and 2016 we expect sales growth of 10 and 13 percent. As for the 

EBIT margin we expect for the same period margins of 8 and 10 percent. 

For the period 2017-2022, we have assumed annual growth and an 

operating margin of 7 percent each. 

 

Consequently our DCF valuation indicates a fair value of SEK 46 per 

share. Our view of Doro’s long-term growth opportunities combined with 

margin improvement is still strong.  

 

 

 

 

 

DCF valuation Per share Total

Net cash 3.8 79

DCF 2014-2018 7.4 154

DCF 2019-2022 9.3 194

DCF 2023 25.1 522

Noplat at 2023 111

Noplat at 2023 0

DCF value 45.6 1457

Source: Redeye Research, Doro     

A WACC of 11 percent has 

been applied... 

 

...giving a DCF value of 

SEK 46 per share. 
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Bull case 

Historically Doro grew sales by more than 20 percent annually between 

2009 and 2013. The EBIT margin during the period was steady around 7 

percent. Our DCF valuation provides an indication that the market 

currently does not count on Doro being able to show sustained sales growth 

of 15 percent annually. Consensus neither expect a sustained operating 

margin of 10 percent, which is the objective of Doro.  

 

In our bull case we assume that Doro can handle the transition to 

smartphones in the more developed regions and that the firm can continue 

to make good profits from feature phones in the other regions for a long 

time. We also believe that Doro can grow in the care segment. If Doro is left 

alone in their segment the firm continues to be a structural growth case 

along with the growing senior population. In addition we believe that Doro 

will be as successful in expanding to new geographical markets and rapidly 

establish a leader position in these markets, as before. In this scenario Doro 

is likely to be able to reach an annual growth of 15 percent and an average 

operating margin of 10 percent. This would mean a DCF valuation of SEK 

65 per share. We believe that the probability for this scenario is 25 percent. 

 

The aforementioned assumptions are not unreasonable but impose high 

requirements that the Company will deliver high growth over many years 

into the future, linked to strong profitability. We consider this a challenging 

scenario, but not impossible. Doro is a structural growth case, facing many 

years of good growth, given that the world population of people who are 65 

years of age or older is growing. The demand for mobile phones adapted to 

the needs of Doro’s target group are likely to remain for a good while. Doro 

has been very successful in expanding to new geographical markets and 

rapidly established a leader position within these markets. 

  

Bear case 

In a bear case the smartphone-related decline in the Nordics can spread to 

the other geographical segments, giving the same fast decline as we 

experienced in the end of 2013 and the beginning of 2014 in several 

markets. At the same time competition can intensify as Samsung or some 

other big Asian player decides to decisively enter the growing senior 

market, by designing phones customized for the elderly, and not just 

specially adapted interfaces. This potential entrant or entrants could then 

use scale of economics to initiate a price war. In this worst case scenario 

with EBIT margins sinking to 4 percent, and growth sinking to zero within a 

few years, the DCF value of Doro could be estimated to around SEK 25. We 

believe that the probability for this scenario is 25 percent. 

 

 

 

 

The market does not 

expect Doro to show 

sustained growth of 15 

percent annually and 

profitability of 10 percent. 

 

 

 

 

 

 

 

In an optimistic scenario, 

the share is worth about 

SEK 65 

 

However in a bear case 

the share price could go 

down to SEK 25 
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Valuation by multiples 

Based on our forecasts, Doro is trading at a P/E of 14x for 2014 and 8x for 

2015. EV/EBITDA amounts to 5x for 2014 and 4x for 2015. Today’s market 

expectations about the earnings for 2015 seems to be that Doro stops 

growing entirely. This is a very conservative valuation, considering the fact 

that we are talking about a market leader on a fast growing market with a 

market penetration amounting to only 1-3 percent on all markets (except 17 

percent in the Nordics). In addition Doro has historically proved that the 

Firm has the ability to rapidly expand their business model successfully 

worldwide. 

 

Valuation conclusion 

In summary, our conclusion is that the share of Doro is undervalued 

according to our DCF calculations as well as looking at multiple analysis. 

Judging from the bull and bear case, in relation to the current share price, 

the upside seems to be more than five times the potential downside. 

However, more risk averse investors should await for more signs that Doro 

will make the smartphone transition 
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Investment case  

Doro develops and sells technology that facilitates the lives of the senior 

population. Until recently this was mostly a question of traditional feature 

phones. In the beginning of 2014 the number of smartphones sold passed 

the sales of conventional feature phones. According to Doro’s research, half 

of the senior population are requesting a smartphone as their next phone, 

whilst only a fifth of them have one today. This transition is a critical factor 

for Doro, and thus the Company invests heavily in development of easy-to-

use smartphones. The Company’s first smartphone, from 2012, was 

somewhat a failure. According to Doro this phone was designed as 

something in the middle of a smartphone and a feature phone, and did not 

reach popularity in the target group. In the end of 2013 Doro launched its 

second smartphone, Doro Liberto 810, and another one is planned to be 

announced in the end of 2014. In the middle of 2014 Doro’s sales in Europe 

consisted of 7 percent smartphones, indicating that the company is on it’s 

way to manage the transition. 

The second key factor to success is to manage the competition, and 

especially potential new entrants from the mobile phone manufacturing 

companies. For example Samsung and Huawei have until now channelled 

their efforts towards the mainstream market. The old idea of fear of new 

entrants is due to the attraction of a growing market with a low penetration 

ratio. There are however yet no signs of arising competition in the senior 

market and Doro is still the superior number one in most of its markets. 

Between 2008 and 2013 the sales of Doro grew more than 20 percent 

annually. 

The current market valuation of Doro, on the other hand, indicates that 

consensus does not believe that Doro will cope with the smartphone 

transition or the competition. However, Doro has built a strong brand that 

the seniors feel confident with. This brand is also used to provide services in 

the fast growing Care industry, the third critical factor for Doro. In addition, 

Doro has its best competitive advantage in the Company’s large, expanding, 

distribution network. This network consists of major retailers and 

department store chains all over the world, for example Vodafone, 

TeliaSonera and Rogers. All in all, we believe that Doro has a good potential 

to succeed in its mission and that the current share price thus is 

undervalued. 
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Summary Redeye Rating 

The rating consists of five valuation keys, each constituting an overall 

assessment of several factors that are rated on a scale of 0 to 2 points. The 

maximum score for a valuation key is 10 points. 

Rating changes in the report 

Ownership is degraded to 5 points (6.5) due to insider and institutions 

selling shares. 
Management 7.5p 

 

Management has overall been many years in Doro, and focused on the 
right segment, which to a large extent has been responsible for 
transforming the company. Focused efforts in the Care segment and 
increased distribution demonstrate industrial competence. In order for 
us to increase this parameter Doro would have to show increased 
margins over time, and get closer to their own target of 10 percent EBIT 
margin. 

Ownership 5.0p 

 

Doro has a few institutions as major shareholders which gives a certain 
credibility. However some of the institutions together with Doro's 
chairman have sold Doro shares during the past months. The owning of 
shares in management and in the board is somewhat divided, as some 
people own a lot, and some own no shares or almost none.  For us to 
increase this rating parameter we would like to see a major shareholder 
take a larger share position, as well as management and board. 

Growth prospect 5.5p 

 

The company is growing market share in the growth area - Care. The 
distribution network has been extended considerably, which we believe is 
a result of the strong brand. The market in general is not growing in 
value, although the senior segment is. Doro is the market leader in most 
markets, yet the penetration ratio is still small. Focused efforts in Care 
can provide good growth over the upcoming years. There is however first 
a major obstacle in the smartphone transition, that we want to see if 
Doro can cope with. If so, we could increase this parameter. 

Profitability 7.5p 

 

Doro's net margin and return of equity has remained stable over the 
growth period. Despite large investments Doro's cash flow has been solid 
during the last tough quarterts. An increased proportion of Care or 
smartphone sales will improve profitability and economies of scale 
through increased sales. For us to increase this we would like to see an 
increase in ROA/ROE as well as net margin. 

Financial strength 8.5p 

 

The company’s financial situation is solid with a strong interest coverage 
ratio. The cash and cash equivalents looks good together with the stable 
cash flow. Doro seems to do fine managing the Company's large 
investments with it's own means and the there is no particular cyclic 
effect in earnings. 
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Income statement 2012 2013 2014E 2015E 2016E 

Net sales 838 1,143 1,166 1,287 1,450 

Total operating costs -754 -1,029 -1,057 -1,156 -1,277 
EBITDA 83 114 109 131 173 

      

Depreciation -6 -3 -43 -26 -33 

Amortization -16 -32 0 0 0 

Impairment charges 0 0 0 0 0 
EBIT 61 79 66 105 140 

      

Share in profits 0 0 0 0 0 

Net financial items -12 -1 -7 0 0 

Exchange rate dif. 0 0 0 0 0 
Pre-tax profit 50 78 59 105 140 

      

Tax 3 -18 -13 -21 -32 

Net earnings 53 61 46 84 108 

 

 

Balance 2012 2013 2014E 2015E 2016E 

Assets      

Current assets      

Cash in banks 141 124 127 140 158 
Receivables 162 245 211 232 262 

Inventories 91 130 140 155 175 

Other current assets 29 22 29 32 36 

Current assets 423 521 507 559 629 

Fixed assets      
Tangible assets 13 7 0 10 18 

Associated comp. 0 0 0 0 0 

Investments 0 0 0 0 0 

Goodwill 26 142 142 142 142 
Cap. exp. for dev. 0 0 0 0 0 

O intangible rights 33 57 110 129 143 

O non-current assets 1 1 1 1 1 

Total fixed assets 72 207 252 281 304 

Deferred tax assets 21 21 17 14 10 
      

Total (assets) 516 749 776 855 943 

      

Liabilities      

Current liabilities      
Short-term debt 0 0 0 0 0 

Accounts payable 123 165 175 194 218 

O current liabilities 84 116 94 103 114 

Current liabilities 206 282 269 297 332 

Long-term debt 2 45 25 33 50 
O long-term liabilities 3 24 24 24 24 

Convertibles 0 0 0 0 0 

Total Liabilities 211 351 318 354 406 

Deferred tax liab 0 0 0 0 0 

Provisions 97 111 111 111 111 

Shareholders' equity 209 287 346 389 426 
Minority interest (BS) 0 0 0 0 0 

Minority & equity 209 287 346 389 426 

      

Total liab & SE 516 749 776 855 943 

 

 

Free cash flow 2012 2013 2014E 2015E 2016E 

Net sales 838 1,143 1,166 1,287 1,450 

Total operating costs -754 -1,029 -1,057 -1,156 -1,277 

Depreciations total -22 -35 -43 -26 -33 

EBIT 61 79 66 105 140 

Taxes on EBIT 4 -18 -15 -21 -32 

NOPLAT 65 61 51 84 108 

Depreciation 22 35 43 26 33 

Gross cash flow 87 96 94 110 141 

Change in WC -42 -40 5 -12 -17 
Gross CAPEX -25 -170 -88 -56 -56 

      
Free cash flow 20 -113 11 43 68 

 

Capital structure 2012 2013 2014E 2015E 2016E 

Equity ratio 40% 38% 45% 46% 45% 

Debt/equity ratio 1% 16% 7% 9% 12% 
Net debt -140 -79 -102 -107 -108 

Capital employed 70 208 245 283 318 

Capital turnover 

rate 

1.6 1.5 1.5 1.5 1.5 

 
Growth 2012 2013 2014E 2015E 2016E 

Sales growth 12% 36% 2% 10% 13% 

EPS growth (adj) -14% 13% -28% 83% 28% 

 

Profitability 2012 2013 2014E 2015E 2016E 

ROE 27% 25% 14% 23% 26% 
ROCE 32% 29% 19% 27% 31% 

ROIC 209% 88% 25% 34% 38% 

EBITDA margin 10% 10% 9% 10% 12% 

EBIT margin 7% 7% 6% 8% 10% 
Net margin 6% 5% 4% 7% 7% 

 

Data per share 2012 2013 2014E 2015E 2016E 

EPS 2.73 3.08 2.21 4.05 5.19 

EPS adj 2.73 3.08 2.21 4.05 5.19 

Dividend 0.00 1.50 1.80 2.20 2.60 

Net debt -7.21 -3.99 -4.89 -5.12 -5.19 
Total shares 19.35 19.74 20.81 20.81 20.81 

 
Valuation 2012 2013 2014E 2015E 2016E 

EV 344.2 908.3 547.4 542.5 541.1 

P/E 9.2 16.2 14.1 7.7 6.0 
P/E diluted 9.2 16.2 14.1 7.7 6.0 

P/Sales 0.6 0.9 0.6 0.5 0.4 

EV/Sales 0.4 0.8 0.5 0.4 0.4 

EV/EBITDA 4.1 8.0 5.0 4.1 3.1 
EV/EBIT 5.6 11.5 8.3 5.2 3.9 

P/BV 2.3 3.4 1.9 1.7 1.5 

 

Share information   

Reuters code  DORO.ST 
List  Small Cap 

Share price  31.2 

Total shares, million  20.8 

Market Cap, MSEK  649.1 
   

Management & board   

CEO  Jérôme Arnaud 

CFO  Christian Lindholm 
IR  Jérôme Arnaud 

Chairman  Bo Kastensson 

   

Financial information   
Q3 report  November 07, 2014 

FY 2014 Results  February 12, 2015 

   

   

   
Analysts  Redeye AB 

Viktor Westman  Mäster Samuelsgatan 42, 10tr 

viktor.westman@redeye.se  111 57 Stockholm 

   
   

   

 

DCF valuation  Cash flow, MSEK  

Risk premium (%) 5.9 % NPV FCF (2013-2015) 111 

Beta 1.0 NPV FCF (2016-2022) 275 

Risk-free rate (%) 3.5 % NPV FCF (2023-) 485 
Interest premium 5.0 % Non-operating assets 124 

WACC (%) 11.0 % Interest-bearing debt -45 

  Fair value estimate MSEK 949 

Assumptions 2015-2021 (%)   

Average sales growth 6.3 % Fair value e. per share, SEK 45.6 
EBIT margin 6.9 % Share price, SEK 31.2 

 

Share performance  Growth/year 11/13e 

1 month 1.3 % Net sales 17.98 % 

3 month -7.5 % Operating profit adj 3.7 % 
12 month -29.7 % EPS, just -10.1 % 

Since start of the year -29.1 % Equity 28.8 % 

 

Shareholder structure % Capital Votes 

Försäkringsbolaget Avanza Pension 7.9 % 7.9 % 

Clearstream Banking 7.0 % 7.0 % 

Nordea fonder 6.0 % 6.0 % 
Accendo Capital 5.0 % 5.0 % 

FCP Objectif Inv. Microcap 3.9 % 3.9 % 

Clients Account 2.6 % 2.6 % 

Nordnet Pensionsförsäkring 2.3 % 2.3 % 

Catella fondförvaltning 1.8 % 1.8 % 
Hajskäret Invest 1.8 % 1.8 % 

Originat 1.7 % 1.7 % 
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Revenue & Growth (%)  EBIT (adjusted) & Margin (%) 

 

 

  

 
Earnings per share  Equity & debt-equity ratio (%) 

 

 

  

 
   

 

 

  

 

Conflict of interests  Company description 

 
Viktor Westman owns shares in the company : No 

 

Redeye performs/have performed services for the Company and 

receives/have received compensation from the Company in connection 
with this. 

 Doro markets telecom and consumer electronics products in Europe. 
Product range consists mainly of wire spirit and wireless landlines and 

mobile phones for the elderly. Care segment is the area that the 

company is focusing increasingly on. 
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DISCLAIMER 

Important information  

Redeye AB ("Redeye" or "the Company") is a specialist investment banking boutique that focuses on small and mid-cap growth companies in the Nordic 

region. We focus on the IT, life sciences, media, betting, clean tech and commodities sectors. We provide services within Corporate Broking, Corporate 

Finance, equity research, investor relations and media services. Our strengths are our award-winning research and analysis department, experienced 

advisers, a unique investor network, and 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 for the safekeeping  of financial instruments, accept funds with accounting responsibility, 

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 take 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 organisational 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, effective from the day that the decision is taken to produce a research 

analysis on the company and the two banking days after the report is published.  

 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 implies 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 analysed 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. 

Redeye’s recommendations for technical analyses are: Buy (Köp) and Sell (Sälj). The investment horizon for these recommendations is very short, at 

usually less than 1 month.  

Redeye Rating (2014-06-10) 

Rating Management Ownership Growth 

Prospect 

Profitability Financial 

Strength 

7,5p - 10,0p 22 28 11 4 16 

3,5p - 7,0p 43 32 54 30 26 
0,0p - 3,0p 1 6 1 32 24 

Company N 66 66 66 66 66 

 

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.  
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