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Fiber growth feeding revaluation 
 Hexatronic is a company with operations in the 

optical fiber industry as a supplier of products and 

systems to telecom companies, network owners and 

operators. 

 The growing demand for high speed internet due to 

the effect of consumers using more streaming based 

services fuels the need for investments in fiber 

infrastructure networks. 

 We see a profitable growth company taking its shape 

and it would be wise to jump on the train before it 

leaves the platform. Our fair value estimate for 

Hexatronic is 20.3 SEK per share. 
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Hexatronic (HTRO) 

Redeye Rating (0 – 10 points) 

 11/12 12/13 13/14E 14/15E 15/16E 

Revenue, MSEK 39 71 411 545 611 

Growth 0% 81% 479% 33% 12% 

EBITDA 1 4 59 76 71 
EBITDA margin 1% 6% 14% 14% 12% 

EBIT 0 3 56 71 67 
EBIT margin 0% 4% 14% 13% 11% 

Pre-tax earnings 0 2 55 70 67 
Net earnings 0 2 43 55 52 
Net margin 0% 3% 10% 10% 8% 

 

 

 2012 2013 2014E 2015E 2016E 

Dividend/share 0.00 0.00 0.00 0.00 0.85 
EPS adj. -0.01 0.18 1.76 2.25 2.13 
P/E adj. 0.00 77.62 8.72 6.80 7.18 
EV/S 0.01 2.96 0.91 0.68 0.59 
EV/EBITDA 0.60 48.91 6.35 4.84 5.04 
 

 



Hexatronic 

 

Company analysis 
2 

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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Summary and investment case  

Background 

Hexatronic was founded in 1993 and has ever since been focused on 

products and solutions for communication. Initially it started as a trading 

company but gradually added more development and products under their 

own brand. During the last decade core business has been infrastructure 

solutions for fiber optic broadband. Hexatronic is now moving from a 

supplier of products and subsystems to a complete system provider for fiber 

optic networks.  

 

Market Dynamics 

The demand for fiber optic components and cables is a direct effect of the 

capital expenditures required by the larger telecom companies. Internet 

traffic has increased substantially over the last few years as an effect of a 

change in customer internet consumption. Traffic in the coming years is 

expected to surge as more and more users are consuming more video and IP 

TV. Netflix, Youtube, Spotify, HBO are just some of the different services 

that are likely to reach out to even more consumers over the upcoming 

years. To be able to satisfy the growing demand of internet capacity there is 

a large worldwide need of investments in the fiber infrastructure. Fiber is 

today the technology that satisfies these growing needs the best. In the 

coming years the larger Scandinavian telecom companies state that they 

will invest 5-8 BSEK in building fiber infrastructure. The use of hand held 

computers and smartphones also drives the demand for fiber. Fiber is used 

to the antenna systems to be able to support the high 4G speeds. 

Market dynamics that drives growth 

 

Transformation of Hexatronic 

Hexatronic has within less than two years expanded from a turnover of 

some 40 MSEK to a guided run rate of 320-350 MSEK. Three large 

acquisitions are the main reason for the group’s rapid expansion. The 

largest one so far being Eriksson’s fiber optic cable plant in Hudiksvall. The 

new group is not only eight times the size a couple of years ago. We also 

expect profitability to improve substantially and show less volatility than 

historically as the client base grows. On top of that we see excellent growth 

opportunities. The underlying market is expected to grow at a double digit 

rate for the next few years. Hexatronics ambition is to outgrow the market 

and has a top-line target of 20 percent annual growth. This target however, 

includes future acquisitions, although the majority of growth is expected to 

be organic. 

Massive investments in 

fiber infrastructure is 

needed due to changes in 

customer internet 

consumption 

The largest acquisition so 

far is the purchase of 

Ericsson’s optic cable 

plant in Hudiksvall 
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Company listing 

The share has been listed on Aktietorget since 2011. Following last year’s 

massive expansion the company decided to get a listing on OMX First 

North, where the shares are traded since April 15th. First North is most often 

the first step towards a listing on the main market. As such the company 

has set a goal to be ready to be listed on the main market in about three 

years’ time. Hexatronic is still unknown to the broader investment 

community, mainly since Aktietorget is out of bounds for most institutional 

investors. And also obviously since the company only until very recently 

was very small both in terms of income and market capitalization. The new 

listing, better visibility and transparency and the new and improved group 

structure will most certainly attract a number of new investors in the 

coming years. 

 

A few new investors had the opportunity to buy shares in the directed new 

issue of 2 million shares undertaken in February. The free float is today 

around 30%, or about 100 MSEK. This might cause some issue for investors 

but the listing on First North will probably improve trading volumes. 

 

Investment Case 

For Hexatronic to be able to live up to their financial goals of a yearly 

growth rate of 20% and an EBITDA margin of 10-12% the company need to 

utilize and nurture its existing customer base that the company gained 

through the acquisition of Ericsson’s optical fiber cable business and make 

smart acquisitions. Hexatronic is present in a growing industry but to be 

able to live up to a growth rate of 20% it is likely that acquisitions is needed. 

We believe that the company wants to expand on an international basis by 

acquiring companies with large customer bases. Making these acquisitions 

at attractive price tags will be crucial for value creation in the next few 

years. The company today is quite small and just recently got listed on Firth 

North. This is an advantage as Hexatronic might be overlooked by the 

investment community. It is reasonable to believe that the company will 

grow at a healthy rate and with a good profitability, when the size of the 

company increases, due to larger sales and profits, the value of the company 

will also do so. We believe that more and more analyst will take up coverage 

of Hexatronic in the future and the company likely will get more attention 

in the media. Hexatronic is a profitable growth company that is not valued 

as one, mainly because the company is overlooked by investors. 

 

Share still attractive  

The share is today trading on an EV/EBITDA 14E multiple of 6.5x. 

Considering Hexatronics profitability and excellent growth opportunities, 

we find this clearly attractive. Our fair value is just north of 20 SEK per 

share which implies a potential of around 35% from today’s share price.  

New listing and better 

visibility will attract new 

investors 

More attention in the 

investment community set 

to trigger a higher 

valuation 

Our fair value around  

20 SEK per share 
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Hexatronic in a nut shell 

Hexatronic started its business in 1993 in Gothenburg, Sweden. The 

founder, Gert Nordin, is still CEO of the company and major shareholder. 

The company has always been focused on delivering products and solutions 

for communication. During these 20 years however, the product range and 

the scope of their entire business has changed dramatically. More so than 

ever in the last couple of years, following three strategically important 

acquisitions.  

Rapid transformation 

Hexatronic has transformed its position in the market place, from a 

distributor to own manufacturing and an array of well-known brands. They 

also move from components and products to a complete system provider. 

The transformation will move them up the value chain, where there is less 

price pressure, higher business volumes and hopefully longer contacts. 

Scandinavia has always been their home market and still is. But now 

Hexatronic is also active in a number of international markets, through 

their sales contracts with partners such as Ericsson, and the ambition is to 

grow this business further. Most likely with a focus on continental Europe 

initially. 

 

Hexatronic regional presence 

 

 

 
 
  

From a product supplier 

to system solutions 
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The rapid transformation of Hexatronic has largely affected their revenue 

levels and profitability margins. The company has gone from a TTM 

(trailing twelve months) revenue of 39 MSEK in Q4 2011/12, to an 

estimated TTM revenue of 411 MSEK by Q4 2013/14. What is even more  

appealing is that EBITDA-margins are now on a healthy level just over 10 

percent. 

 
 

Source: Hexatronic & Redeye Reaearch 

In the early days Hexatronic was mainly a trading company supplying 

Scandinavian customers with a wide range of telecom and electronic 

components. In 1997 they acquired Elektronik & Data AB which enabled 

them to start building their own brand. Up until the addition of 

Memoteknik in the fall of 2012, Elektronik & Data AB was the only 

operating subsidiary. During the second half of 2013 another two 

subsidiaries were acquired, first The Blue Shift and then Hexatronic Cables 

& Interconnect Systems. The group now consists of four subsidiaries as 

shown on the next page. Within less than two years Hexatronic has 

expanded from a turnover of some 40 MSEK to an expected run rate of 411 

MSEK. 

The Hexatronic group of today has around 135 employees in four 

companies with location in Sweden: Göteborg, Stockholm, Hudiksvall and 

Skellefteå. Each company is operating independently but working together 

as Hexatronic Partner Companies in order to gain cross selling synergies 

and offer a complete system solution of fiber optic broadband. The 

subsidiaries are entrepreneurial driven companies but with the financial 

stability of a larger corporate structure.  
 

TTM Revenues and EBITDA Margin
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Hexatronic Group of companies 

 
Source: Hexatronic Scandinavia 

Hexatronic Cables & Interconnect Systems AB 

This unit was not part of Ericsson’s core business and it has shown poor 

profitability during the last few years. The P&L statement is not publicly 

available since it has been an integrated part of the larger business unit 

Networks. Ericsson first made the decision to close down the plant. As 

Hexatronic approached them with an offer to take over operations, Ericsson 

eventually changed their mind and agreed. Naturally Hexatronic had a 

number of terms for the deal to come through. Basically they carved out the 

profitable parts of the business including a right sized number of staff, 

PP&E and inventories. A number of well-known brands such as Ribbonet, 

Micronet and Drytech are also included in the deal. The business that was 

consolidated as of December 1st 2013 had a turnover of approximately 350 

MSEK last year. It now employs about 85 people and is expected to 

generate EBITDA-margins of at least 10 percent.  

The purchase price was 48 MSEK which equals the market value of 

inventories discounted by 50-60 percent. Payments are due in installments 

the next two years. Hexatronic appears to have done an excellent deal, no 

doubt about it. From Ericsson´s perspective it’s also favorable compared to 

shutting everything down which would have cost a lot more. 

In April Hexatronic announced that they also had acquired the copper cable 

business from Ericsson. The price tag is a modest 8.4 MSEK, due in four 

installments over a two year period. Hexatronics aim is to build up a niche 

player in the segment of hybrid cables with both power and optic cores in 

the same cable. The division will have 15 employees and the estimated run 

rate is in the region of 40 MSEK a year. 

 

 

 

 

 

 

Hexatronic
Scandinavia AB 

(publ)

Hexatronic Cables 
& Interconnect

Systems AB
The Blue Shift AB

Hexatronic
Elektronik & Data 

AB
Memoteknik AB

Proforma turnover of 350 

MSEK last year 

 

 

 

 

HC&I acquired for 48 

MSEK, equaled to a 

discounted inventory of 

50-60% 
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The Blue Shift AB 

Hexatronic management has been interested in The Blue Shift (TBS) for 

quite some time and the two companies where rather familiar with each 

other when Hexatronic finally made the acquisition in September last year. 

Consequently we do not expect any friction between the two parties in 

terms of differences in corporate culture. The acquisition was paid by 

issuing 1. 44 million shares and 0.72 million warrants plus a cash down 

payment. The cash part is not disclosed but the value of the shares and 

warrants equaled approximately 5 MSEK at the time they were issued. 

Today they are obviously worth significantly more. The CEO of TBS, Erik 

Fischbeck is a member of the board in Hexatronic and a large shareholder. 

In spite of volatile sales the last few years, earnings have been remarkably 

stable, although at very low levels. Management is however very optimistic 

about the near term future and expect to show significant and profitable 

growth during this year.  

 

Source: PRV 

Hexatronic Elektronik & Data AB 

This is the original business and the only operating subsidiary prior to the 

acquisition of Memoteknik some 18 months ago. As can be seen in the table 

below revenues have been rather flat the last couple of years with earnings 

hovering around break even.     

 

Source: PRV 

  

The Blue Shift

MSEK 2009/10 2010/11 2011/12 2012/13

Revenues 44.2 29.2 37.4 31.6

EBIT 1.1 -0.7 0.6 0.2

EBIT-margin 2.5% neg 1.6% 0.6%

Hexatronic Elektronik & Data

MSEK 2009/10 2010/11 2011/12 2012/13

Revenues 36.3 44.7 39.3 40.3

EBIT -2.4 2.6 0.1 -0.2

EBIT-margin neg 5.8% 0.3% neg

Hexatronic
Scandinavia AB 

(publ)

Hexatronic Cables 
& Interconnect

Systems AB
The Blue Shift AB

Hexatronic
Elektronik & Data 

AB
Memoteknik AB

CEO of TBS, Erik 

Fischbeck, is a member of 

the board in Hexatronic 
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Memoteknik AB 

Hexatronic acquired Memoteknik in November 2012. The two companies 

had several common clients and complimentary products and solutions. 

Memotekniks clients are primarily Swedish. The most significant ones so 

far are: Stokab (Stockholm City), Banverket (national railroad) and 

Trafikverket. Most of their products are marketed under the Lightmate 

brand.  

The consideration for Memoteknik was a combination of cash up front, new 

shares in Hexatronic and cash earn out, depending on profits during 2012-

14. 400 000 new shares were issued at a price of 2:50 SEK which equals 1 

MSEK. To our knowledge any details on the cash part have not been 

disclosed. The cash flow statement indicates that they paid 2.5 MSEK. In 

that case they paid the equivalent to last year’s EBIT which certainly is an 

attractive price.  

The timing seems to have been good. Sales and earnings really picked up 

last year. According to Hexatronics annual report, Memoteknik has a good 

chance of further improving their earnings in the current year.  

 

 

Source: PRV 

 

Listing on OMX First North 

The last years´ rapid expansion and growing number of shareholders called 

for a more official listing of the company's shares. Hexatronic first listed its 

shares on Nordic MTF in 2008 and then transferred to Aktietorget in 2011. 

As of April 15 it is listed on NasdaqOMX First North. The company's aim is 

to move on to NasdaqOMX main list within two to three years. The new 

listing on First North will benefit the company by improved transparency 

towards business partners and also attract more and larger investors. 

 

 

 

 

 

 

 

 

 

Memoteknik

MSEK 2009/10 2010/11 2011/12 2012/13

Revenues 27.5 33.9 29.8 38.6

EBIT -2 0.9 -2.1 3.4

EBIT-margin neg 2.7% neg 8.8%

Attractive price tag, 

approximately equal to 

last year’s EBIT 

Listed on First North since 

April 2014 
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Future strategy and positioning 

Hexatronics primary strategy is to be a complete system provider of optical 

fiber infrastructure. The company believes that this will lead to longer 

contracts with its customers and thus a higher margin as the customer is 

willing to pay more for a system solution than for single products due to the 

enhanced simplicity this will create for the buyers. As a provider of systems 

instead of products the company will be able to control their whole value 

chain thus adding value to their customers by giving higher quality 

deliveries and to their shareholders by producing organic growth and a 

higher profitability.  

 

 

Market positioning of competitors according to Redeyes analysis 

Redeyes industry analysis, seen in Appendix 2, shows that in the Land 

Solution segment there are relatively low barriers of entry and a high 

competitive rivalry on a product level. Hexatronics strategy to try and sell 

more system based solutions to the customers is most likely the best way to 

try and diversify their offering as it is harder for competitors to have 

products throughout the whole infrastructure than producing a more 

narrow line of products. 

The Submarine Solutions is a somewhat standalone business and is very 

dependent on a small number of customers. As the profitability in the 

industry is high, due to large barriers of entry and low competition among 

rivals Hexatronics main strategic objective should be to broaden its 

customer base. This may be easier said than done. Recruitment of sales 

personnel with a strong contact network may be the way to go. 

 

A system provider 

throughout the whole 

fiber infrastructure 

System solutions seen as 

the best way to diversify 

their offering 
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Financial targets 

Hexatronic has a set of financial targets both long term and for the near 

term future. The top-line target is 20% annual growth and by fiscal year 

2016/17 Hexatronic is aiming for a 500 MSEK turnover. The growth is 

expected to be both organic and acquisition driven. Management has stated 

that acquisitions will only be made if they add to EBIT momentarily. 

Potential candidates are companies that contribute with a new base of 

clients, probably in new geographic markets. 20% annual growth over a 

long period of time is quite a challenge. Including acquisitions it is certainly 

within reach, but these are always hard to predict. Even with a lower growth 

rate than 20% we do however expect Hexatronic to reach the 500 MSEK 

turnover much sooner than 2016/17. 

In terms of profitability Hexatronic has a target of at least 10 percent 

EBITDA-margin. Equity ratio should be at least 30 percent. By the end of 

Q2 the equity ratio was slightly above 30% and will most likely improve 

further going forward. Presently they have approximately 35 MSEK in cash 

and no interest bearing debt. They do however have a debt of some 55 

MSEK to Ericsson relating to the acquisitions of the cable businesses. This 

is due within the next two years. 

Strong Q2 suggesting conservative company guidance  

For the current fiscal year, 2013/14, managements own forecast is a 

turnover of 320-350 MSEK with an EBITDA-margin of 10-12%. This 

guidance was given by the end of last year and was unchanged in the Q2-

report. However, given the level of turnover and EBITDA in Q2 it appears to 

be a very conservative guidance. Certainly regarding turnover where we 

expect something in the region of 400 MSEK.  

Margins are more tricky to predict short term since this year’s P&L account 

is influenced by a few factors that are non-recurring. They all relate to the 

acquisition of Ericsson’s fiber optic cable plant in Hudiksvall. Inventories 

where acquired at a discount of some 50% to market value. COGS will 

consequently be lower than normal until inventories are turned over. On 

the other hand Hexatronic will take a couple of restructuring measures such 

as implementation of a new IT-system and reorganizing the production 

facility. To some extent these effects will cancel each other out.  

 

 

 

 

 

 

 

 

We believe 500 MSEK in 

turnover will be reached 

sooner than 2016/17 

Margins affected by some 

non-recurring items 
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Management, board and owners 

Hexatronic is run by a very tight group of people. The list of owners, board 

members and management are to some extent identical, with addition of 

the newly appointed CEO Henrik Larsson Lyon. As a consequence the 

organization is probably extremely fast moving and agile. Also the board is 

certainly very up to date and competent regarding Hexatronics core 

business. These are important features for companies in a dynamic market. 

Hexatronic probably has better chances of navigating and reaping business 

opportunities than some of their main competitors who are just a small unit 

in a huge conglomerate.  

The flip side of the coin is corporate governance. Not that it has been an 

issue or potential problem so far. At least not to our knowledge. But looking 

at the company from outside you can get the impression that there is hardly 

any distinction between the board and management.  

 

Management team  

Gert Nordin, Group CEO 

Gert Nordin is the founder of Hexatronic and also the single largest owner. 

Needless to say he is the back bone of the company. His main assignment 

through the years has been as the CEO of subsidiary Hexatronic Elektronic 

& Data AB. Since last year Gert Nordin is also the CEO of Hexatronic Cables 

& Interconnect Systems AB.  

Number of shares: 6 705 143  

Number of warrants: 90 000 

Henrik Larsson Lyon, appointed group CEO will take office in August. 

Henrik Larsson Lyon is the newest member of the management board. 

Henrik will take office in August as the Groups CEO and Gert Nordin will 

then be appointed the vice president of the company. Most recently Henrik 

have been working as the executive vice president at Nexans Sales D&I 

Market Line Europe, he had the responsibility for Nexans sales to wholesale 

and installers. Henrik have previously been working as the division 

manager of Nexans Sweden, at Alcatel at different positions, Price 

Waterhouse and Arthur Andersen. At Nexans Henrik was implementing 

strategies for marketing, product development and effective production 

improvements. 

Number of shares: 0 

Number of warrants: 0 

Erik Fischbeck, CEO of subsidiary The Blue Shift 

Erik Fischbeck is co-founder of The Blue Shift which started operations in 

2003. He has a broad experience in the telecom industry from positions in 

Management, board and 

owners- same, same 
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Telia and Ericsson. In the end of the 1990’s and beginning of 2000´s Erik 

Fischbeck worked in Ericsson Network Technologies in Hudiksvall, the unit 

that Hexatronic acquired.   

Number of shares: 1 516 000 (through Erro Holding AB) 

Number of warrants: 480 240 (through Erro Holding AB) 

Robert Lindberg, CEO of subsidiary Memoteknik 

Robert Lindberg was appointed CEO of Memoteknik in 2013. He was 

however a member of the executive team already and has worked with 

Memoteknik and the telecom industry for several years.  

Number of shares: 0 

Number of warrants: 100 000 

Board 

Göran Nordlund, Chairman since 2007 

Göran Nordlund is an entrepreneur presently active in a handful of 

companies. Apart from Hexatronic, three of these are publicly listed: Opus 

Group, West International and Amago Capital. Göran Nordlunds is one of 

the founders of Viking Telekom AB which is his main experience from the 

industry related to Hexatronics business. Viking Telekom was also a listed 

company before it was acquired by telecom operator Phonera in 2007. 

Göran Nordlund is deeply involved in Hexatronic primarily on matters 

concerning acquisitions, financing, stock market and investor relations.  

Number of shares: 3 428 128 (through Fore C Investment sprl) 

Number of warrants: 100 000 (through Fore C Investment sprl) 

Gert Nordin, on the board since 1993 

Other information, see above. 

Erik Fischbeck, on the board since 2013  

Other information, see above. 

Gabriella Rymark, on the board since 2012 

Former CEO and owner of Memoteknik. Gabriella Rymark worked with 

Memoteknik since 2009 but resigned and instead took the position on 

Hexatronics board after they acquired Memoteknik in 2012.  

Number of shares: 40 000 (through Champe AB) 

Number of warrants: 50 000 

Magnus Johansson, on the board since 2012 

Magnus Johansson is in our view the only outsider on the board. He is 

involved as an active owner in a number of companies in the IT and 

Telecom sector. Magnus Johansson has a background as a technician and a 

naval officer.  

Number of shares: 49 161 

Number of warrants: 50 000 
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Owners 

As we stated earlier, Hexatronic has a very tight group of owners. Founder 

and CEO, Gert Nordin, is the single largest owner with 27.5 percent of total 

shares. Chairman of the board, Göran Nordlund owns around 14 percent 

and his brother Jonas Nordlund another 11.6 percent. These three together 

have a majority of some 53 percent. Erro Holding is jointly owned by Erik 

Fischbeck and his partner who received the shares when selling their 

company, The Blue Shift to Hexatronic last year. They currently own 9.3 

percent but also have an option for another 0.7 million shares. If, or rather 

when, exercised Erro Holding will own some 12 percent of total shares.  

Further down on the list is Champe AB, owned by board member Gabriella 

Rymark. These shares are the down payment for her company Memoteknik 

which was acquired in 2012. We also note that other key personnel have 

substantial holdings. Anders Ljung, Leif Karlsson and Peter Lo Curzio are 

registered as corporate insiders in Hexatronic. 

 

 

Source: Euroclear 

  

Main owners as of april 2014

Number of Share of 

shares votes/capital

Gert Nordin 6,705,143 27.5%

Göran Nordlund 3,428,128 14.1%

Jonas Nordlund 2,823,153 11.6%

Erro Holding AB 2,273,333 9.3%

Vision Invest sprl 1,080,199 4.4%

Xingu förvaltning 515,985 2.1%

Champe AB 400,000 1.6%

Anders Ljung 232,000 1.0%

Leif Karlsson 222,509 0.9%

Peter Lo Curzio 200,000 0.8%

Johan Hagberg 196,500 0.8%

Tuvedalen Limited 188,875 0.8%

Others app. 600 shareholders 6,077,032 25.0%

Total: 24,342,857

Top three owners have a 

majority of 53% 
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Financial forecasts 

Our forecast for Hexatronic is based on the underlying industry growth 

rates, future CAPEX of telecom companies, competitive landscape (see 

Appendix 2), the company’s guidance and similar company’s profitability 

levels. All assumptions are related to our Base-case scenario for Hexatronic, 

which in our view is the most likely. 

Sales growth 

Hexatronic has a target of 20% annual growth over the next few years. The 

underlying assumption for this growth rate is a soaring demand for optic 

fiber infrastructure as internet traffic is growing exponantially. As stated in 

our industry analysis, see Apendix 2, TeliaSonera and other telecom 

companies will invest about 8-10 billion SEK in fiber infrastructure over the 

coming years and the market for video streaming is estimated grow with a 

rate of almost 14% year on year. We expect the growth rate for the industry 

to be in the region of 8-12% for the Nordic countries. Hexatronic is in a 

good position to gain market share as it is likely that their more system 

based delivery will be appreciated by the customers of the industry.  

The reason for the large growth rates between year 2014/15-2015/16 are the 

following: HCI (Hexatronic Cables & Interconcect) is during 2013/14 only 

consolidated after the first quarter ended, thus only contributing to 

Hexatronics revenues during three quarters. For 2014/15 HCI will 

contribute during the whole year and this will increase the revenue levels. 

We expect a year on year growth of 33% for the first year, after this we 

estimate that an organic growth rate of 12% for the coming years. To live up 

to the company’s target of 20% we believe acquisitions are needed. 

 

 

 

 

 

 

 

 

Source: Hexatronic, Redeye Research 

 

We expect a market 

growth of 8-12% in the 

Nordic region 

 

 

 

 

 

 

 

Growth in fiscal 14/15 is 

fuelled by HCI being fully 

consolidated  

Hexatronic, income statement
MSEK 2011/12 12/13 13/14-Q1 13/14-Q2 13/14E 14/15E 15/16E

Revenues 39 71 26 160 411 545 611

COGS -29 -47 -20 -87 -229 -322 -379

Gross Profit 11 24 6 73 182 224 232

SG&A -10 -20 -6 -48 -124 -147 -159

EBITDA 1 4 0 25 59 76 71

D&A 0 -1 -1 -1 -3 -5 -4

EBIT 0 3 0 25 56 71 67

Financial net 0 -1 0 0 -1 -1 -1

Profit before tax 0 2 -1 24 55 70 67

Tax 0 0 0 6 -13 -15 -15

Net profit 0 2 -1 30 43 55 52

Growth rates and margins

Revenue growth n.m. 81% n.m. n.m. 479% 33% 12%

Gross profit margin 27% 34% 23% 46% 44% 41% 38%

EBITDA-Margin 2% 6% 1% 16% 14% 14% 12%

EBIT-Margin 0% 4% -2% 15% 14% 13% 11%
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Profitability 

We estimate that the gross profit for year 2013/14 will be in the region of 

44%. The gross profit during the next two years is boosted by the 

discounted inventory acquired from Ericsson, thus reducing the COGS. As 

this effect wears off we expect the gross profit to settle in the region of 38%. 

SG&A on the other hand is charged with non-recurring items during 

2013/14 such as new IT-systems, thus we expect the SG&A to decrease in 

relation to sales after the coming years. As the company’s P&L today is 

substantially impacted by these items it is likely that we will revise our 

estimate COGS and SG&A in the future. 

The company has a goal of an EBITDA margin of 10-12%. We find this likely 

when compared to different competitors, such as Prysmian’s Telecom 

segment with an EBITDA of about 10% historically and other smaller 

competitors such as TD Fiber with about 12% historically. Hexatronic will 

most likely benefit to some cost advantages for the subsidiaries as more 

production is done “in house”. For the next few years the reported EBITDA 

margin will be a bit higher due to the discounted inventory. We expect a 

sustainably EBITDA margin in the region of 10-12% after this effect wear of. 

This is higher than many of their competitors, but we do argue that 

Hexatronics system based offering and their presence in the Submarine 

fiber optic market will give them an advantage compared to competitors. 

Investments & financials 

We expect Hexatronic to have small depreciations over the coming years as 

the property, plants and equipment will have a book value close to zero. We 

estimate the need for capital expenditures, mainly maintenance, to be in the 

region of 5-10 million SEK yearly. We expect that the investment need will 

grow to a higher rate when the factory in Hudiksvall reaches its full 

capacity; we estimate that this will happen by the year 2018/19. 

Hexatronic has an equity ratio of about 30%, seen in the last report, the 

company has a goal to have a ratio of about 30% and we find this likely 

going forward. Hexatronic have today a net cash of almost 35 million SEK. 

The organic expansion can probably be financed by cash flow from 

operations, but if the company finds an attractive acquisition it may cause a 

necessity to raise further capital. We do don’t find it likely that the board 

will propose a dividend during the next few years. 

Long term outlook 

The coming years ar important to determine where the company is heading, 

but what matters more in the valuation is the long term profitability and 

growth outlook. For the next five years we see a possible growth rate in the 

region of 12-14%, organically. After this higher growth period we estimate 

the growth rate of revenues will be 9% during 2019-2023, 6% for years 

2023-2028 and a terminal growth rate of 4% which is a bit higher than the 

GDP growth. We believe that the EBITDA margin will be in the region of 11-

12% over coming years and sustain at this level.  

10-12% EBITDA-margin is 

reasonable given 

competitors’ profitability  

 

Cash will be used for 

expansion rather than 

dividends next few years 

 

 

 

 

 

 

 

 

 

Growth rates tapering off 
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Valuation 

DCF 

As Hexatronic is a company that most likely has a long period before it 

reaches a maturity state, our DCF valuation is based on four stage analysis 

with different profitability levels and growth rates during these periods. We 

believe that it is likely that the company will experience a significant growth 

during the coming years with good profitability. Then the growth rates will 

decline somewhat during a five years period. The underlying assumptions 

about market conditions are discussed in Appendix 2. During the third 

stage we estimate lower sales growth as the fiber optic infrastructure 

matures and the investment needs are dampened. After this we do see a 

likely terminal phase starting around 2029 with a growth rate slightly above 

GDP growth. We do believe an EDITDA margin in the region of 12% is 

sustainable during the first two stages. During this period the RIOC is high 

but decreasing as more and more capital is needed to be invested to support 

the higher revenue levels. During the third stage we assume a ROIC around 

14%, a few percentage above the cost of capital and in the terminal period 

we estimate the ROIC to be at the same level as the WACC due to reduced 

profitability due to less investment in fiber and new entrants that are drives 

prices down. 

 

Source: Redeye Research 

The company today is debt free, at least from interest bearing debt. But we 

take the payment for the Ericsson acquisition into account as a debt. This is 

money Hexatronic has to pay and will have an negative impact on cash flow 

in the future. This amounts to an expense of 56.4 MSEK. The company 

today has some 35 MSEK in cash thus we estimate the net debt to be 21.4 

MSEK. 

Hexatronic has 2.82 million call options outstanding with an average strike 

price of 4.4 SEK. As these options are deeply in the money we have to 

account for the dilution effect, which corresponds to a net effect of 10%. 

Our fair value estimate for Hexatronic is an Enterprise Value of 565 MSEK 

which corresponds to 20.3 SEK per share. This DCF value implies an 

Base-case

Assumtions: 2014/15-23 DCF-Value

Avreage yearly growth 11.3% EV 565.3

EBITDA-margin 12.3% Net debt 21.4

Growth 2024-28 8.0% DCF-value 543.9

ROIC 2024-28 14.0% Dilution effect 10%

Terminal growth 3.0% Value per share 20.3

Terminal ROIC 11% Discount rate

WACC 10.5%

Implied multipel valuation

EV/EBITDA 14E 9.7

EV/EBITDA 15E 7.4

Fair value of 20 SEK per 

share fully diluted 
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EV/EBITDA14E multiple of 9.7 and EV/EBITDA15E of 7.4. Given the 

valuation medians of our peer group shown in the relative valuation this is 

valuation multiples slightly below the peer group, despite that Hexatronic 

has a higher estimated EBITDA growth and margin levels. Since the small 

cap effect also has to be accounted for we find this valuation to be fair given 

our forecasted growth rates and profitability levels for Hexatronic. 

 

Relative valuation 

Hexatronic does not have any direct peers that are publicly traded in 

Sweden, while Nexans and Prysmian are traded on Paris and Milano stock 

exchanges. Thus we have identified companies with somewhat similar 

business models including the fact that they are subcontractors to their 

industry. These are all bigger companies than Hexatronic and therefore 

they will have a somewhat different valuation. 

Redeye believes that only looking at an industry average multiple and then 

applying this to Hexatronic does not give the whole picture. Value tracks the 

profitability, growth and risks in the company. The multiple should be 

related to this and profitability is here expressed as the EBITDA margins, 

growth as EBITDA growth and the risk expressed as the equity ratio. 

The estimates are based on forecast by other analysts and gathered from 

Bloomberg, while Hexatronics ratios are based on our forecast. Hexatronics 

estimated EBITDA margin outperforms the peer group’s median and the 

future growth of Hexatronic is slightly above the peer groups median and 

the Equity ratio is mainly in line with the group. 

Based on our estimated future profitable levels and growth rate of EBITDA 

we do believe that Hexatronic deserves a higher valuation, a justified 

multiple valuation would be in the region of 8X-10X of EBITDA as our DCF 

valuation suggests. 

 

 

 

 

 

 

 

Source: Bloomberg & Redeye Research 

.  

Difficult to find a relevant 

peer group valuation 

Hexatronic is trading at 

an unjustified discount  

Relative Valuation, EV/EBITDA
Company EV/EBITDA 14E EV/EBITDA 15E EBITDA margin 14-16E CAGR EBITDA 14-16E Equity ratio

AddTech 11.9 10.3 10.8% 9% 37%

Bufab 11.7 10.1 12.3% 13% 49%

Indutrade 11.3 10.7 13.3% 6% 38%

Lagercrantz 11.1 9.8 11.5% 10% 44%

Cavotec 9.9 8.0 10.9% 16% 50%

Beijer Alma 9.5 8.9 17.1% 5% 63%

75th Percentile 11.6 10.3 13.0% 13% 49%

Median 11.2 9.9 11.9% 10% 46%

25th Percentile 10.2 9.1 11.1% 7% 39%

EV/EBITDA 14E EV/EBITDA 15E Equity ratio

Hexatronic 6.6 5.1 13.4% 12% 30%

Estimated EBITDA 

margin

Estimated EBITDA 

growth



Hexatronic 

 

Company analysis 
20 

Sensitivity analysis 

In our sensitivity analysis we have chosen to change the variables during 

the second growth stage between the years 2018-2023 to see how these 

changes would affect the price of the stock. The analysis is based on 

different EBITDA margins during the period, sales growth levels and 

changes in WACC. 

If the EBITDA margin would drop to around 8% during the years 2018-23 

this would reduce the estimated fair value per share to 11.9from 20.3 or 

about -40%. Thus we do see that it is crucial for the valuation of Hexatronic 

that the EBITDA margin can be sustained around 12%. 

 

 

Source: Redeye Research 

If the annual growth rate of revenues would drop during these years it 

would clearly impact the valuation but not to the same extent as a drop in 

profitability. This is also because the change in estimate would only be 

during a few years and then sustained on a higher growth rate level. 

 

 

Source: Redeye Research 

 

Summary Base-case valuation 

We find that Hexatronic is undervalued relative the peer group and on 

absolute terms as our fair value estimate exceeds the current market price 

by a wide margin. Our fair value for Hexatronic is 20.3 SEK per share, this 

implies a potential of around 35% from today’s stock price. 

 
  

Sensitivity anlaysis - Profitability, SEK per share

8.0% 10.0% 12.0% 14.0% 16.0%

WACC 20.31 8.0% 10.0% 12.0% 14.0% 16.0%

8.5% 8.5% 14.5 19.4 24.4 29.4 34.4

10.5% 10.5% 11.9 16.1 20.3 24.5 28.7

12.5% 12.5% 9.9 13.4 17.0 20.5 24.1

EBITDA-margin year 2018-23

Sensitivity anlaysis - Growth, SEK per share

3.0% 6.0% 9.0% 12.0% 15.0%

WACC 20.31 3.0% 6.00% 9.0% 12.00% 15.0%

8.5% 8.5% 20.7 22.5 24.4 26.6 28.9

10.5% 10.5% 17.3 18.7 20.3 22.1 24.0

12.5% 12.5% 14.6 15.7 17.0 18.4 19.9

Revenue growth rates year 2018-23

Margins over 10% 

support a revaluation 
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Bull and Bear scenarios 

Bull-case 

Scenario assumptions: In our Bull-case we assume that the company can 

live up to their goal of about 20% annual growth during the next couple of 

years. In this scenario we estimate that the company will do good 

acquisitions and thus grow with a rate of around 20% and that the company 

can sustain their profitability levels and a higher terminal growth.  

 

Source: Redeye Research 

Our motivated Bull-case value for Hexatronic is in the region of 30.1 SEK 

per share. As discoursed above this scenario assumes that Hexatronic will 

have a high growth going forward mostly thanks to good acquisitions. This 

implies EV/EBITDA14E and EV/ABITDA15E multiples of 14.4 and 10.2. 

This exceeds the peer group but not by a wide margin and we find this a 

highly likely valuation in the bull-scenario. 

Bear-case 

Scenario assumptions: Slower demand for fiber due to financial distress in 

the market thus reducing the investments done by the telecom operators 

and new entrants gaining market share, like Nexans and Draka expanding 

their offerings. Lower growth, profitability and no acquisitions this give rise 

to a lower ROIC and lower terminal growth rates. 

 

Our motivated Bear-case value is 9.3 with implied EV/EBITDA14E and 

EV/EBITDA15E multiples of 6.9 and 6.2. This lags the peer group which is 

expected in this scenario with lower growth and profitability than the 

median values in the group.  

Bull-case

Assumtions: 2014/15-23 DCF-Value

Avreage yearly growth 13.5% EV 827.8

EBITDA-margin 13.0% Net debt 21.4

Growth 2025-28 14.0% DCF-value 806.4

ROIC 2025-28 17.0% Dilution effect 10%

Terminal growth 5.0% Value per share 30.1

Terminal ROIC 12% Discount rate

WACC 10.5%

Implied multipel valuation

EV/EBITDA 14E 14.4

EV/EBITDA 15E 10.2

 Bear-case

Assumtions: 2014/15-23 DCF-Value

Average yearly growth 6.5% EV 265.4

EBITDA-margin 10.0% Net debt 21.4

Growth 2024-28 6.0% DCF-value 244.0

ROIC 2024-28 9.0% Dilution effect 10%

Terminal growth 2.0% Value per share 9.1

Terminal ROIC 10% Discount rate

WACC 10.5%

Implied multipel valuation

EV/EBITDA 14E 6.9

EV/EBITDA 15E 6.2

Value of 30 SEK per share 

in a Bull case 

A negative scenario could 

lead to a value of 9 SEK 

per share 
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Appendix 1: Market overview 

Hexatronic is a supplier of communication solutions for fiber optic 

networks. The main market that the company operates in is the so called 

FTTH, ” Fiber-To-The-Home “ or FTTX, “Fiber-To-The-X “. In this case the 

X stands for the finishing node before the end consumer. Hexatronic is a 

supplier of products throughout the entire infrastructure of fiber optics. 

Development on the service side today goes extremely fast and with greater 

functionality and ease of use. The company operates mainly in Scandinavia, 

but also delivers significant volumes to the rest of the world. 

The fiber optic infrastructure 

The fiber optic network is divided into four different parts. Core network, 

Distribution network, Connection network and the property network.  

The Core network connects the main nodes. The main nodes have 

redundant communication paths on the grid to make the network as stable 

and reliable as possible. The grid can be owned jointly between municipal, 

provincial and private network owners. 

The distribution network connects the main nodes with local 

communication nodes, known as distribution nodes. Distribution nodes are 

often passive fiber optic distribution points that will make it more easy and 

cost effective to reach out to the end consumer. Distribution nodes are often 

placed in public buildings (schools, hospitals, etc.) or in their own 

buildings. A relatively new element in the fiber optic infrastructure is the 

link to FTTA (Fiber to the Antenna) network for mobile infrastructure. It is 

likely that FTTA links will completely dominate the continued expansion of 

airborne mobile infrastructure in LTE (4G) and future mobile generation 

and antenna systems, both outdoors and indoors (Smart Cells). 

The connection network is the part of the structure forming the district 

network, in many contexts as "metropolitan area networks". They are built 

redundant and often as a loop. The connection network is laid along streets, 

in parks, in a city's existing ducting, or where convenient. The ordinary 

distribution network is primarily laid along railways, roads and power 

installations. 

The Property network is the last part of the network that connects the 

individual consumer to the fiber optic structure. The network is normally 

owned by the property owner. The property can be an apartment block, 

area, residential area, industrial-, office-complexes, hospitals or schools etc. 
  

FTTH: Fiber-To-The-Home 

FTTA: Fiber-To-The-

Antenna 

 

LTE: 4G 
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Fiber access network, FTTH network (Fiber-To-The-Home), is the 

connection of the end consumer, the so-called user node, until the first 

active device, normally a connection node. Fiber access networks can be up 

to 10km in length but normally extends between 300m and 2km. Property 

network and FTTH component is the portion of the fiber optic network that 

is most complex. Components with a high degree of flexibility and efficient 

software support allow each installation to be made as efficient as possible. 

FTTA as a key driver of optical demand 

In future mobile networks, the need for powerful data transfer will increase. 

This means that many more antenna nodes will be needed and fiber optics 

is the most efficient and future-proof solution. The number of LTE users is 

expected to increase substantially over the coming years as more and more 

people around the world find the need for high speed mobile data 

transferring, thus the demand for fiber to the antenna is expected to 

increase. 

 

 

Source: Ericsson MobilityReport 
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As the number of users of LTE increases, so does the volume of data traffic. 

The data traffic increase is not only lead by the growing number of LTE 

users but also by the consumers changing habits in using the internet. 

Today’s usage of smartphones with different streaming service such as 

Youtube requires larger amounts of data. PB stands for petabyte and is 

      bytes of digital information. 1 PB is 1 million Gigabytes. 

 

 

Source: Ericsson Mobility Report 

 

Strong growth driven by new internet services and 
open networks 

The range of services over broadband in recent years have developed and 

matured. Today, the term "triple play", Internet, TV and telephone over the 

same cable, is a common term. Triple play gives the consumer well-

functioning services like high speed Internet, IPTV (TV channels over 

broadband), IP Telephony (Voice over Broadband) and to some extent, 

portals and other service platforms where customers can customize their 

service content and choose which providers they wish to use. The market 

for video-on-demand, videos and television programs directly chosen by the 

customer begins to mature. 

The global streaming video market clearly impacts the need for fiber. The 

global market of streaming video is expected to grow with a CAGR of 13% 

over the next 4 years1. The need for telecommunication companies to invest 

in more optical fiber networks will also most likely grow in the future as 

more and more people watch the movies from services such as Netflix, 

YouTube, HBO and other similar applications. In the US more than 50% of 

the internet traffic consists of different streaming services, a similar market 

trend is expected to develop in Europe. 

                                                   
1
 http://www.marketresearchreports.biz/analysis-details/global-video-streaming-and-broadcasting-equipment-market-2014-

2018?vsmaid=440 

Data Traffic to Smartphone Forecast, Europe
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TV-consumers also have changed their habits in buying new TVs more 

often. Today on average consumers replace their TVs every 2-3 years, due to 

the fast advance in technology. The higher and higher definition of the new 

TVs, such as 4K- and 8K-TVs, will also increase the needed capacity of the 

networks to support the higher amount of data. 

The new development of internet activity and consumer demand makes the 

benefits of fiber compared to other technologies increasingly more evident. 

The fiber is the only technology where the bandwidth does not become a 

bottleneck as traffic volumes increase. 

The optical fiber industry 

In early 2000, the Swedish Government decided that Sweden should be a 

leading country in information technology. This decision helped in 

financing the huge reconstruction of the fiber optic network structures in 

Sweden. Fiber was in the early years the only realistic option to meet the 

high bandwidth that would be required for future applications. 

Today there are a number of different technologies to connect homes and 

businesses in an economically viable manner. Other options include ADSL, 

VDSL and even some wireless technologies. Fiber-optic communication, 

however, is the technology that has the largest capacity and hence the most 

future-proof, as the capacity of a fiber link can easily be expanded without 

new technological innovations. The degree of expansion of fiber optic 

networks, which can be used to deliver services to households and 

businesses, varies widely from country to country. In many cases the 

expansion is affected by individual countries' policy decisions. The 

consensus is that fiber optic communications will be an important part 

everywhere in the world for the delivery of new interactive online services to 

the consumer. Rollout speed can be strongly influenced by national 

circumstances. The cost of a fiber optic network to the end consumer today 

has become so low that they can be compared with previous copper based 

solutions. 

  

Fiber has larger capacity 

and hence future-proof 
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The optical fiber industry has grown substantially over the past decade. The 

estimated global need of optical cable is lower for the coming years mainly 

driven by less capital expenditure for network providers in North America. 

In Europe the demand for optical cables is still growing. During the years 

1998-2013 the market for optical fiber cables grew by a CAGR of 12%. In 

Scandinavia the demand is expected to continue to be high. 

 

 

Source: Prysmian Group investment presentation 2014 

Percentage of households with access to fiber 
 

 

 

 

 

 

 

 

 

Source FTTH Council 

 

About 47% of Swedish households today have access to fiber. This 

percentage will increase in the coming years as large investments are done 

by the telecom operators. 
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The Demand for optical cables 

The growth of the optical fiber cable industry is a direct function of the 

future level of capital expenditures focused on fiber cables invested by 

larger telecom companies in the region. The needed capital investments by 

the telecom companies are by definition an effect of the increased need for 

high speed data.  

The total CAPEX of Scandinavia’s larger telecom operators is set to 

decrease in the near future, according estimates gathered from Bloomberg. 

But the fiber optic CAPEX is picking up as it is the technology that best will 

satisfy the increasing demand of data. Redeye believes that the CAPEX for 

optical roll-outs will see an increase in the region of 8-15% CAGR the 

coming years.  

TeliaSonera is the largest telecom company in Sweden and one of 

Hexatronics most important customers. TeliaSonera had a total CAPEX 

during 2013 of about 15 BSEK. Approximately 5 BSEK of this is capital 

expenditures of broadband services. The company says that about 40% of 

this is related to fiber and that it is increasing substantially. The mobility 

CAPEX is also increasing substantially due to investments in 4G. This is 

partly related to FTTA, fiber to the antenna, and will also benefit 

Hexatronic. According to TeliaSonera the investments in fiber and 4G 

networks will amount to about 5 BSEK annually during a three year 

period2. This bodes well for Hexatronic as a supplier of fiber optic 

products3. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 

 
  

                                                   
2 TeliaSonera, Year End Report 2013. Page 7. 
3 TelaSonera, Annual Report 2013. Page 26. 
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The part of CAPEX related to 4G investments has grown substantially over 

the last five years for TeliaSonera. The company also states that an 

increasing part of broadband CAPEX is related to fiber investments. In 

TeliaSoneras Q1-report CAPEX amount for broadband was 776 MSEK, of 

which 40% was related to fiber, up from 25% the year before. Thus the fiber 

investments increased from 200 MSEK in Q1 2013 to 310 MSEK in 2014, 

which corresponds to a 55% increase year over year.  

 

Source: TeliaSonera 

We assume that the part of fiber investments will increase substantially 

over the coming years, as indicated by TeliaSoneras statement that fiber 

investments have become a large part of the total broadband CAPEX. We 

estimate that fiber investments was about 4% of the total CAPEX for 

TeliaSonera in 2010 and that it will reach about 16% by 2017. This is based 

on the forecast gathered from Bloomberg on CAPEX levels, historical part 

of broadband investments and a higher part of fiber investment related to 

broadband CAPEX. 

 

 

 
Source: TeliaSonera, Bloomberg & Redeye Research 
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There is also a seasonal effect to consider when it comes to CAPEX levels for 

telecom companies. According to historical patterns the two quarters with 

the highest amount of investments by the companies are the fourth and 

second quarters of the year. For Hexatronic with a fiscal year ending August 

31, this corresponds to their Q1 and Q3 being the strongest quarters in 

terms of revenues. 

 

 

Source: TeliaSonera & Telenor 
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Appendix 2: Competitive landscape 

Product segments 

Redeye has classified two different operating segments within Hexatronic: 

 Land Solutions –Producing fiber cables, products for installation, 

different components, switching boxes, routers and more for 

different parts in the optical fiber infrastructure on land. 

 Submarine Solutions – Producing submarine fiber cables, about 

20% of revenue. 

 

Source: Hexatronic Scandinavia 

The main reason for our definition of segments is because their competitive 

structure is somewhat different. The market analysis is based on Michael 

Porters five force framework where the five forces are: threat of new 

entrants, bargaining power of buyers, treat of substitutes, bargaining power 

of suppliers and rivalry among competitors. 

 

Source: Michael E. Porter, “The Five Competitive Forces That Shape Strategy,” Harvard Business Review, 

January 2008, 78–93. Copyright © 2008 by Harvard Business Publishing. 
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Explanation of the five forces 

Threat of new entrants – If it is easy for a new player to enter the 

industry it will add new capacity and thus reducing the profits of the 

original competitors. Among the factors that need to be considered are: Is 

there a scale advantage, is there a need of large capital investments to enter, 

is the industry growing, policy restrictions, are there any special 

infrastructure- or location-needs4. 

Bargaining power of buyers – If the buyers (the customers) are large 

and powerful they will demand a lower price and hurt the profit of the 

industry. Some of the factors to asses include: Size and number of buyers, 

impact if the customer is lost, is it easy for the customer to switch product, 

is it easy for the customer to manufacture the product or service them self5. 

Threat of substitutes – A substitute is a product or service that meets the 

same basic needs as the industry’s service or product but in a different way, 

thus reducing the profitability of the industry. Factors that are worth 

assessing: Is there a threat of substitutes, price and value trade-off for 

customers to switch to substitute to name a few6. 

Bargaining power of suppliers – If the supplier of material or labor is 

powerful it will demand a higher price for its services, which will then lower 

the profits in the industry. To name a few factors to asses include: Size and 

number of suppliers, what will happen if the supplier is lost, complexity to 

switch supplier, how easy can the producer become the supplier itself7. 

Rivalry among existing competitors – Intensity of the existing 

competitors have a direct effect on the profitability of the industry, if the 

competition is intense it will be hard to be profitable. Some of the factors to 

asses include: Growth rate of the industry, size and number of competitors, 

exit barriers, perishability of produced goods. 

Redeyes analysis should be seen as an indication of the degree rather than a 

precise level of impact from these various forces on the industry. 

 

 

 

  

                                                   
4 Magretta, Joan, Understanding Michael Porter: the essential guide to competition and strategy, Harvard Business Review Press, Boston, 
Mass., 2012. Page: 46-47. 
5 Magretta, Joan, Understanding Michael Porter: the essential guide to competition and strategy, Harvard Business Review Press, Boston, 
Mass., 2012. Page: 41. 
6 Magretta, Joan, Understanding Michael Porter: the essential guide to competition and strategy, Harvard Business Review Press, Boston, 
Mass., 2012. Page: 45. 
7 Magretta, Joan, Understanding Michael Porter: the essential guide to competition and strategy, Harvard Business Review Press, Boston, 
Mass., 2012. Page: 43. 
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Land Solutions 

The land solutions segment for Hexatronic includes different products and 

cables for the optical fiber infrastructure. The segment represents about 

80% of the company’s revenue and is the main focus for the company. All 

subsidiaries produce products in the Land Solutions segment. The products 

that Hexatronic sells to its customers are crucial for the future development 

of the high speed internet that the end users are demanding. 

Threat of new entrants 

The entry barriers in the industry is relative large, as it most often requires 

large investments in machines, equipment and factories to start producing 

cables and components. Some smaller players do outsource their 

manufacturing to producers in china and sell the products under their own 

brand. This way the need for large upfront capital investments is low. 

Hexatronics subsidiary, The Blue Shift, uses this process but also has 

employed engineers in China that lead the development of new products. 

Some products in the Land Solution segment could be outsourced but for 

example large cable reels are quite expensive to ship, therefore the capital 

investment is large for some products in the segment while others can be 

outsourced to a lower cost. There is some regional advantage due to large 

shipping cost. The industry is growing at a high rate, due to the increased 

demand for fiber, so the existing competitors might not fight back a new 

entrant to a high degree. 

The threat of new entrants is defined at a medium rate, much due to the fact 

that some products could be manufactured with outsourcing at a low capital 

cost. The threat of entrants reduces the profitability of the industry to some 

degree. 

Bargaining power of buyers 

Main buyers are the large telecom companies, network operators and 

network owners. Also some smaller players who are both customers and 

rivals selling the products under their own brand. Overall the buyers are 

large and have substantial power over the suppliers of optical 

infrastructure. As the main buyers of optical infrastructure are large and 

quite few, a change of supplier would impact a lot. The products are only 

diversifiable to some degree, but some installation tools and components 

offer some customer loyalty. Theoretically it would be possible for the 

buyers of optical infrastructure solutions to insource the production. But 

the trend seems to go in the opposite direction. For instance Ericsson sold 

its Hudiksvall plant. 

The bargaining power of buyers in the Land Solution segment is quite large 

as the customers are relative few and often very large. There is also a threat 

that the larger buyers could produce the components and cables 

themselves, possible not all products throughout the whole infrastructure 

Around 80% of total 

revenues 

Powerful buyers 
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but some. The power of the buyers reduces the profitability in the industry 

to some degree. 

Threat of substitutes 

Fiber is to date the technology that can produce the highest capacity and 

speed in the networks. There are other existing technologies that network 

operators might choose instead of fiber installation such as ADSL or copper, 

but fiber is the only real way with today’s technology to create high speed 

internet. Another substitute is the developing technology that uses 

satellites, but this technology lies in the future and the threat is relative low.  

For the above mentioned reasons, the threat from substituting products for 

fiber is low. A network operator or telecom company that chooses to install 

fiber related products will benefit from a value trade-off compared to doing 

ADSL installations, since the fiber technology will last longer and future 

investments to increase the capacity will lie farther in the future than for 

ADSL. 

Bargaining power of suppliers 

Overall the suppliers are the same for both of Hexatronics operating 

segments. The suppliers are mainly producers of fiber, steel and plastic. All 

these products are commodity based with little differentiation. The fiber is 

the most important product for the industry and there is only a handful of 

large producers of fiber in the world. The product is a low margin one so 

large production is needed to make it profitable. As such it would not be 

easy for buyers of fiber to make it themselves. On the other hand it is easy 

to switch between the producers as the product can be viewed as raw 

material.  

The power of the supplier is moderate mainly because of the few producers 

of fiber. The effect on the profitability in the industry is moderate. 

Rivalry among existing competitors 

Tree dominants players in the Scandinavian market have a combined 

market share of around 70% divided equally among them. But there are 

also a number of smaller niche players in some segments. However these do 

not compete with Hexatronic as a complete systems supplier. Due to the 

effect of high investment needs in the fiber optic infrastructure the market 

is in a high growth stage making it easier for a new competitor to enter and 

be a part of that growth. Production equipment is often specialized and thus 

not so easy to sell. For single products its relative easy for a buyer to change 

its supplier, it is likely that a buyer of the products focus more on quality of 

delivery and reliability of the producer when choosing supplier and pricing 

to some degree.  

On a product based competition level the rivalry is relative high, because 

the products are not directly diversifiable and competition comes more 

from pricing. But on a system basis, that is selling a whole solution of 

Low threat from 

substitutes 

Few suppliers, but they 

can be replaced 

3 dominants players in 

Scandinavia 
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products to installers and network operators, the case is different. 

Hexatronic and Nexans are probably the only suppliers of products 

throughout the whole infrastructure of fiber optic cables, which gives them 

an advantage over its competitors. It is quite hard to diversify the specific 

products, but to sell whole system solutions is a diversification of the 

offering. Overall the rivalry is on a medium level thus reducing the 

profitability to some degree of the industry. 

Summary Land Solutions 

The prospects for profitability in the industry is on a medium level, the 

main driver of profitability is low threat of substitutes and also relative low 

bargaining power of suppliers to the industry. The component in the 

industry that reduces the profitability somewhat is the bargaining power of 

buyers as they are relative large in size and few to the numbers. On a 

product level the rivalry is quite intense, but on a system level, where 

Hexatronic is repositioning itself, competition is modest.   
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Submarine Solutions 

The optical sea fiber segment for Hexatronic has its operation in 

Hudiksvall. Redeye estimates that it represents around 20% of the 

company’s revenue. The optical sea fiber cable is laid on the sea bed 

between land stations and carries the telecommunication signals across the 

ocean. The undersea cable network is essential for today’s high speed 

internet needs as it accounts for almost all international internet traffic. 

Threat of new entrants 

The entry barriers in the industry are quite large, as the threat of new 

entrants is relative low. There are some benefits of scale in the industry as 

the production requires large fixed costs. There are few international 

manufacturers of optical sea fiber cable. Some 8 main players in the world 

with a combined annual turnover of roughly 11 billion SEK8. The 

production requires substantial investments in machinery. Existing logistics 

infrastructure, such as a nearby port and shipping authorization, is also 

vital to enter the market. According to Telecom Forums report of the 

industry, the market shares have not changed much over the past 10 years 

despite the growing need for higher capacity internet. 

Overall Redeye would conclude that the threat of entries of new competitors 

is limited as there are large capital and technological requirements to enter 

the optical sea fiber cable industry. This is good for the profitability for 

Hexatronic. 

Bargaining power of buyers 

The industry depends on large network operators and different larger 

installation companies which to some extent means bargaining power over 

the suppliers of fiber cables. The impact of losing a large contractor would 

be substantial. Despite the buyers power it is still difficult for them to 

produce the cables themselves because of the large entry barriers of the 

industry. Also the cables are often tailor made which makes it more difficult 

to switch suppliers. 

Overall Redeye would estimate that the buyers have quite a large leverage 

over the suppliers of fiber cables but insourcing the production is not really 

a realistic option. The power of the buyers reduces the profitability in the 

industry to some degree. 

Threat of substitutes 

Today the sea fiber cable is the only way to create an international high-

speed network. There is potentially a future threat of satellite technology 

but with today’s technology the capacity of fiber is unmatched.  

                                                   
8
 Submarine Telecoms Forum Inc, Submarine Cable Industry Report, Issue 2, March 2013.Page 25. 
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The threat of substitutes is low in the industry and this increases the overall 

profitability to some degree. 

Bargaining power of suppliers 

The suppliers to the sea fiber cable industry is mainly producers of fiber, 

steel and plastic. All these products are commodity based with little 

differentiation. The fiber is the most important product for the industry and 

there is only a handful of large producers of fiber in the world. The product 

is a low margin one so large production is needed to make it profitable, and 

as such it would not be easy for the buyers of fiber to make them self. On 

the other hand it is easy to switch between the producers as the product can 

be classified as a raw material.  

The power of the supplier is moderate mainly because of the very few 

producers of fiber. The effect on profitability in the industry is moderate. 

Rivalry among existing competitors 

There are only a few international manufacturers of optical sea fiber cable. 

Some 8 larger players in the world account for approximately 98% of the 

total market. The facilities needed to produce the cables are somewhat 

specialized thus making it hard to sell the asset if the competitor would like 

to exit the industry, which intensifies competition to some degree. On the 

other hand the short term competition is limited because cables are most 

often custom made. 

The intensity of the rivalry is at a moderate level in the industry, mainly 

because there are only a few international competitors in a large market. 

Overall the competition structure increases the profitability somewhat in 

the industry. 
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Summary Submarine Solutions 

The likely profitability in the industry is high as the threat of new entrants is 

very low and the rivalry intensity is also presumably low. The main issue is 

that the buyers of the sea fiber cables have a really large leverage and power 

over its suppliers. The focus for Hexatronic should be to try and reduce 

their power by acquiring more customers. That way their dependence on 

ABB, Hexatronics main customer of sea cables, is reduced. This is easier 

said than done but should definitely be a strategic objective. 
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Appendix 3: Competitors 

Nexans 

Nexans is a global company operational in the cable industry. The company 

has operations in the infrastructure, industry, building and Local Area 

Network markets. With an industrial presence in 40 countries and 

commercial activities worldwide, Nexans employs 25,000 people and had 

sales in 2013 of 43.3 billion SEK. Nexans is listed on NYSE Euronext Paris. 

Nexans is significantly larger than Hexatronic due to its global present. It 

also has operating segments where Hexatronic is not present. The company 

has three distinct market segments and focus areas: 

Utilities & Operators 

Nexans provides complete cables and cabling solutions for power 

production, transmission and distribution. Key customers include rail road 

companies, telecom operators and airports. In the sub-segment Operators 

Nexans is a peer to Hexatronic as this is where their fiber optic cable 

business lies. 

Industry 

Nexans offers a complete portfolio of cables and solutions for market 

segments as diverse as the automotive, rolling stock and aerospace 

industries, shipbuilding, nuclear power, oil & gas and petrochemicals, 

material handling and automation.  

Distributors and Installers 

Nexans supplies cables and network solutions for structures of all types: 

from small residences to public and office buildings and big industrial 

complexes. 

Nexans Sweden AB 

Nexans Sweden AB is the Swedish subsidiary. Operations in Sweden is 

mainly concentrated to Grimsås. Its business includes development, 

production, marketing and sale of a wide range of cables and power lines for 

power transmission and telecommunications. The company had 495 

employees in December 2012 and revenues of 2 139 MSEK in 2012. Nexans 

Sweden competes with Hexatronic in all of three product segment, 

Components and products, optic fiber cable and in sea fiber cable. We 

would classify Nexans as one of Hexatronics main competitor. 
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Source: PRV 

Nexans is a large player in the cable industry, but they are not focused on 

optical products like Hexatronic is. Nexans Sweden has had a declining top 

line trend but been able to sustain their profit levels during the last three 

years. We assess that Hexatronic is able to generate higher margins than 

Nexans as they are more focused on higher margin products. 

  

NEXANS Sweden

Income statement (MSEK)

Year 2010 2011 2012

Revenues 2 437 2 369 2 139

   Revenues growth y/y 23% -3% -10%

Gross profit 340 306 303

   Gross profit margin 14% 13% 14%

EBIT 114 105 98

   EBIT margin 5% 4% 5%

Net profit 70 71 79

   Net profit margin 3% 3% 4%

Balance sheet (MSEK)

Year 2010 2011 2012

Net working capital 332 352 356

   of sales 14% 15% 17%

Invested capital 494 517 517

Total assets 834 736 718

Equity 206 207 216

ROA, ROE & ROIC (MSEK)

Year 2010 2011 2012

Asset turnover 2.92 3.22 2.98

ROA 8% 10% 11%

Leverage ratio 4.05 3.55 3.33

ROE 34% 34% 36%

Invested capital turnover 4.93 4.58 4.14

ROIC 14% 14% 15%

Hexatronic has a more 

favourable product mix 
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Prysmian Group (Draka Kabel Sverige) 

Prysmian Group is one of the world’s largest companies in the energy-, 

telecom- and system cables industry. The company had sales of over 62 

billion SEK in 2013, about 19,000 employees across 50 countries and 91 

manufacturing plants. Prysmian is listed on the Milan Stock Exchange in 

the FTSE MIB index. In 2011 Prysmian acquired Draka and created the 

Prysmian Group. Draka Sweden is the subsidiary with operations in Sweden 

and is Hexatronics closest competitor in the Prysmian Group.  

Energy approx. 80% of revenue. 

In the Energy sector, Prysmian Group operates in the business of 

underground and submarine power transmission cables and systems, 

special cables for applications in many different industrial sectors and 

medium and low-voltage cables for the construction and infrastructure 

industry. 

Telecom approx. 20% of revenue. 

In the Telecom sector, the Group manufactures cables and accessories for 

the voice, video and data transmission industry, offering a complete range 

of optical fibers, optical and copper cables and connectivity systems. The 

Telecom sector is the division that competes with Hexatronic. In 2013 the 

sector had a sale of about 11.5 billion SEK. The sub-division in the telecom 

sector named Optical, Connectivity and Fiber is directly comparable with 

Hexatronics business. In 2013 the sub-division had a sale of about 5.2 

billion SEK globally, 45% of Telecoms sale and around 10% of global sales. 

 

Source: Prysmian Group 

Prysmians Telecom segment globally has generated an EBITDA margin of 

about 10% the last three years. About 45% of total sales in the segment is 

assignable to optical and fiber products. The remainder includes various 

components and copper cables. The optical part of Prysmians Telecom 

segment most likely has a higher EBITDA margin than the entire segment, 

maybe in the region of 12-14%. 

  

Nexans Transmission, Distrubution & Operators

Income statement (MSEK)

Year 2010 2011 2012

Revenues 2 437 2 369 2 139

   Revenues growth y/y 23% -3% -10%

Gross profit 340 306 303

   Gross profit margin 14% 13% 14%

Listed on Milan Stock 
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Draka Kabel Sverige 

Prysmian Groups subsidiary in Sweden is Draka Kabel with operations in 

Nässjö and Ystad. The overall focus of the group is the energy segment with 

about 80% of revenue and we believe this proportion is similar for Draka 

Kabel. The company mentions some of its key customers as Eon Sweden 

and Vattenfall, a clear energy cable focus. Still the company manufactures 

and sells fiber optic cables and components but with a less clear focus on 

submarine optical cables. The company has about 170 employees. 

 

 

Source: PRV 

Draka Kabel has had declining revenues during the last three years and 

earnings close to zero. The company manufactures and sells a lot of other 

products that are not related to fiber optics, such as power cables and 

copper cable products that in general are lower margin products. The low 

margin levels may also partly be caused by the transfer of profits to the 

parent company. 

  

Draka Kabel

Income statement (MSEK)

Year 2010 2011 2012

Revenues 1 132 1 205 1 073

   Revenues growth y/y 12% 6% -11%

Gross profit 262 200 241

   Gross profit margin 23% 17% 22%

EBIT 10 -12 24

   EBIT margin 1% -1% 2%

Net profit -1 -14 6

   Net profit margin 0% -1% 1%

Balance sheet (MSEK)

Year 2010 2011 2012

Net working capital 167 119 130

   of sales 15% 10% 12%

Invested capital 263 242 248

Total assets 466 506 428

Equity 59 39 41

ROA, ROE & ROIC (MSEK)

Year 2010 2011 2012

Asset turnover 2.43 2.38 2.51

ROA 0% -3% 1%

Leverage ratio 7.92 13.07 10.34

ROE -1% -36% 14%

Invested capital turnover 4.31 4.99 4.33

ROIC 0% -6% 2%

Weak performance 

probably relating to 

power and copper cables 
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TD Fiberoptik 

TD Fiberoptik is a smaller player in the fiber optic market than Hexatronic, 

Nexans and Prysmian. The company is Swedish with headquarters in 

Örebro. The geographical focus is Scandinavia where they sell self-

assembled and purchased fiber optic products. The main business concept 

for TD Fiberoptik is to meet wholesale, telecom and installation business 

demand of self-assembled or purchased passive fiber optic products.  

In its annual report for year 2013 the company sees a strong market going 

forward and will continue its focus on delivering a more complete product 

portfolio. We believe that TD competes with Hexatronic mostly on a 

component products basis, at some level on optic fiber cables but TD does 

not manufacture cables themselves and is not present in the sea fiber cable 

business. In 2013 they had around 45 employees and revenues of 67 MSEK.  

 

 

Source: PRV 

TD Fiberoptik has been able to produce high margin levels and good topline 

growth numbers. The company has had an average EBIT margin of about 

11% which is close to the guided levels of Hexatronic.  

TD Fiberoptik

Income statement (MSEK)

Year 2011 2012 2013

Revenues 60 67 69

   Revenues growth y/y 16% 11% 3%

Gross profit 26 28 29

   Gross profit margin 44% 42% 43%

EBIT 8 8 6

   EBIT margin 13% 12% 8%

Net profit 6 6 3

   Net profit margin 10% 9% 4%

Balance sheet (MSEK)

Year 2011 2012 2013

Net working capital 17 25 29

   of sales 28% 38% 42%

Invested capital 25 27 32

Total assets 32 40 41

Equity 16 19 19

ROA, ROE & ROIC (MSEK)

Year 2011 2012 2013

Asset turnover 1.84 1.68 1.67

ROA 18% 15% 7%

Leverage ratio 2.00 2.06 2.17

ROE 35% 31% 14%

Invested capital turnover 2.41 2.45 2.14

ROIC 23% 22% 8%

Small but profitable 
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Micropol Fiberoptic 

Micropol Fiberoptic is one of Sweden’s oldest companies within the fiber 

optics industry. Micropol is a family owned company, founded at the end of 

the 1980’s. The company is located in Åled, just north of Halmstad. The 

customers include leading telecom operators, OEM companies and 

wholesalers. Micropol is marketing products within a whole range of 

technologies. Everything from complex fiber optic networks for telecom and 

data communication, to advanced sensor systems for medical, industrial 

and military applications. Micropol has about 20 employees. 

Micropol mainly competes with Hexatronic in the component area and to 

some degree in optic fiber cables.  

 

 

Source: PRV 

Micropol is a highly profitable company with EBIT margins ranging 

between 13 and an impressive 41% during 2011-13. Revenues have been 

volatile and picked up substantially last year.  

  

Micropol Fiberoptic

Income statement (MSEK)

Year 2011 2012 2013

Revenues 36 24 48

   Revenues growth y/y 22% -33% 104%

Gross profit 22 13 30

   Gross profit margin 63% 56% 63%

EBIT 11 3 20

   EBIT margin 31% 13% 41%

Net profit 2 -1 11

   Net profit margin 5% -3% 23%

Balance sheet (MSEK)

Year 2011 2012 2013

Net working capital 12 7 27

   of sales 34% 28% 57%

Invested capital 20 12 32

Total assets 26 22 41

Equity 10 2 12

ROA & ROE (MSEK)

Year 2011 2012 2013

Asset turnover 1.37 1.08 1.18

ROA 7% -3% 27%

Leverage ratio 2.60 9.56 3.55

ROE 18% -29% 97%

Invested capital turnover 1.80 1.98 1.50

ROIC 9% -6% 35%

Impressive margins 
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Rala Infratech 

Rala Infratech is not a manufacturer but a trading company of components, 

products, tools and systems to the power and telecom industry’s. The 

company is based in the city of Linköping, Sweden and its main 

geographical market is Sweden. Rala’s products range from canalization, 

boxes, fiber cable, splicing, hardware and software modules. The company 

has about 15 employees. 

Rala mainly competes in the component segment and to some degree fiber 

cables.  

 

 

Source: PRV 

Rala may not be as profitable as Micropol. The reason for this is mainly 

because they have higher cost of sales thus a lower gross profit. Despite this 

the company has produced stable profit margins and a solid growth during 

the last three years. This indicates that it is possible to sustain a stable 

profit margin during a high growth period. 
 

  

Rala Infratech

Income statement (MSEK)

Year 2010 2011 2012

Revenues 63 75 79

   Revenues growth y/y 37% 20% 5%

Gross profit 21 26 27

   Gross profit margin 33% 34% 34%

EBIT 5 7 6

   EBIT margin 8% 9% 7%

Net profit 3 4 4

   Net profit margin 4% 5% 5%

Balance sheet (MSEK)

Year 2010 2011 2012

Net working capital 8 13 8

   of sales 13% 17% 11%

Invested capital 9 14 10

Total assets 18 28 28

Equity 6 7 6

ROA, ROE & ROIC (MSEK)

Year 2010 2011 2012

Asset turnover 3.41 2.71 2.81

ROA 15% 14% 14%

Leverage ratio 3.22 4.16 4.86

ROE 47% 58% 69%

Invested capital turnover 6.86 5.35 7.99

ROIC 30% 28% 40%

Good growth and stable 

profits 
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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. 

 

 

 
Management 7.0p 

 

Hexatronic has a strong management team of entrepreneurial people 
with plenty of skin in the game. CEO and chairman have significant 
experience from the telecom industry and have held their positions for 
several years. Staff at other key positions, that joined the group through 
last year’s acquisitions, are also intact. In terms of delivering on guidance 
or targets, the track record is not entirely convincing and leaves room for 
further potential 

Ownership 9.0p 

 

Top scores in almost all subcategories for our Ownership rating. The 
entire board and top management have large stakes in the company. 
Over 50 percent of the shares are held by active owners, including 
Chairman of the board and CEO. The only thing missing in order to get a 
full score is a large institutional owner. 

Growth prospect 5.0p 

 

The rating for Growth Outlook is only average, in spite of good overall 
market prospects. The reason is mainly the competitive situation. 
Product differentiation appears to be difficult, thus price will always be 
an issue. Hexatronic is a small player compared to some of the dominant 
multinational companies. Surely that means growth opportunities but 
also challenges. 

Profitability 4.0p 

 

Our rating for profitability is not forward looking and historically, last 3-
5 years, profitability has been mediocre. Return on equity has averaged 
below 10 percent and EBITDA-margin between a high of 5 per cent and 
negative numbers. However, this will most likely improve. Hexatronics 
own target is an EBITDA-margin of at least 10 per cent. 

Financial strength 8.0p 

 

The net cash position is positive and the business is cash generating and 
profitable. Consequently Hexatronic scores high in most subcategories 
for Financial Strength. It is merely the size of the company that does not 
fulfill the requirement for a top grade. Reaching their 500 MSEK 
turnover goal set for year 2017, will improve our rating. But full score 
requires a 10 bn SEK turnover. 
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Income statement 11/12 12/13 13/14E 14/15E 15/16E 

Net sales 39 71 411 545 611 

Total operating costs -39 -67 -353 -469 -540 
EBITDA 1 4 59 76 71 

      

Depreciation 0 -1 -3 -5 -4 

Amortization 0 0 0 0 0 

Impairment charges 0 0 0 0 0 
EBIT 0 3 56 71 67 

      

Share in profits 0 0 0 0 0 

Net financial items 0 -1 -1 -1 -1 

Exchange rate dif. 0 0 0 0 0 
Pre-tax profit 0 2 55 70 67 

      

Tax 0 0 -13 -15 -15 

Net earnings 0 2 43 55 52 

 

 

Balance 11/12 12/13 13/14E 14/15E 15/16E 

Assets      

Current assets      

Cash in banks 0 0 8 11 13 
Receivables 6 11 103 136 153 

Inventories 7 11 111 156 189 

Other current assets 1 3 7 7 7 

Current assets 14 26 229 311 363 

Fixed assets      
Tangible assets 0 1 12 12 19 

Associated comp. 0 0 0 0 0 

Investments 0 0 0 0 0 

Goodwill 0 4 0 0 0 
Cap. exp. for dev. 0 0 0 0 0 

O intangible rights 1 0 0 0 0 

O non-current assets 0 0 0 0 0 

Total fixed assets 1 5 12 12 19 

Deferred tax assets 0 0 0 0 0 
      

Total (assets) 15 31 242 323 381 

      

Liabilities      

Current liabilities      
Short-term debt 0 0 0 0 0 

Accounts payable 1 4 57 78 90 

O current liabilities 2 3 16 22 24 

Current liabilities 3 7 74 100 115 

Long-term debt 1 8 8 8 0 
O long-term liabilities 0 0 16 16 16 

Convertibles 0 0 0 0 0 

Total Liabilities 4 15 98 125 131 

Deferred tax liab 0 0 0 0 0 

Provisions 0 0 0 0 0 

Shareholders' equity 11 15 144 198 250 
Minority interest (BS) 0 0 0 0 0 

Minority & equity 11 15 144 198 250 

      

Total liab & SE 15 31 242 323 381 

 

 

Free cash flow 11/12 12/13 13/14E 14/15E 15/16E 
Net sales 39 71 411 545 611 

Total operating costs -39 -67 -353 -469 -540 

Depreciations total 0 -1 -3 -5 -4 

EBIT 0 3 56 71 67 

Taxes on EBIT 0 0 -13 -16 -15 
NOPLAT 0 3 43 55 52 

Depreciation 0 1 3 5 4 

Gross cash flow 1 4 46 61 57 

Change in WC -11 -8 -17 -52 -35 

Gross CAPEX -1 -9 -7 -5 -10 

      
Free cash flow -12 -13 22 3 11 

 

Capital structure 11/12 12/13 13/14E 14/15E 15/16E 

Equity ratio 74% 35% 59% 61% 66% 

Debt/equity ratio 7% 56% 6% 4% 0% 
Net debt 0 21 0 -3 -13 

Capital employed 12 122 143 196 237 

Capital turnover rate 2.6 0.2 1.7 1.7 1.6 

 

Growth 11/12 12/13 13/14E 14/15E 15/16E 

Sales growth 0% 81% 479% 33% 12% 

EPS growth (adj) 0% -2,290% 873% 28% -5% 

 

Profitability 11/12 12/13 13/14E 14/15E 15/16E 
ROE 0% 4% 35% 32% 23% 

ROCE 2% 3% 36% 40% 29% 

ROIC 0% 26% 35% 39% 27% 

EBITDA margin 1% 6% 14% 14% 12% 

EBIT margin 0% 4% 14% 13% 11% 
Net margin 0% 3% 10% 10% 8% 

 

Data per share 11/12 12/13 13/14E 14/15E 15/16E 

EPS -0.01 0.18 1.76 2.25 2.13 

EPS adj -0.01 0.18 1.76 2.25 2.13 
Dividend 0.00 0.00 0.00 0.00 0.85 

Net debt 0.03 1.58 -0.01 -0.11 -0.55 

Total shares 11.90 13.50 24.34 24.34 24.34 

 
Valuation 11/12 12/13 13/14E 14/15E 15/16E 

EV 0.4 210.3 372.3 369.9 359.1 

P/E 0.0 77.6 8.7 6.8 7.2 
P/E diluted 0.0 77.6 8.7 6.8 7.2 

P/Sales 0.0 2.7 0.9 0.7 0.6 

EV/Sales 0.0 3.0 0.9 0.7 0.6 

EV/EBITDA 0.6 48.9 6.4 4.8 5.0 
EV/EBIT 2.6 72.5 6.7 5.2 5.3 

P/BV 0.0 1.9 2.6 1.9 1.5 

 

Share information   

Reuters code  HTRO .ST 

List  First North 

Share price  15.0 
Total shares, million  24.3 

Market Cap, MSEK  364.6 

   

Management & board   
CEO  Gert Nordin 

Chairman  Göran Nordlund 

   

   
   

Financial information   

Q3 report  July 30, 2014 

FY 2014 Results  October 27, 2014 

   
   

   

Analysts  Redeye AB 

Kristoffer Lindström  Mäster Samuelsgatan 42, 10tr 
kristoffer.lindstrom@redeye.se  111 57 Stockholm 

   

Henrik Alveskog   

henrik.alveskog@redeye.se   

 

DCF valuation  Cash flow, MSEK  

Risk premium (%) 7.0 % NPV FCF (2013-2015) 32 

Beta 1.0 NPV FCF (2016-2022) 108 

Risk-free rate (%) 3.5 % NPV FCF (2023-) 425 
Interest premium 6.0 % Non-operating assets 35 

WACC (%) 10.5 % Interest-bearing debt -56 

  Fair value estimate MSEK 544 

Assumptions 2015-2021 (%)   

Average sales growth 9.2 % Fair value e. per share, SEK 20.3 
EBIT margin 10.1 % Share price, SEK 15.0 

 

Share performance  Growth/year 12/14e 

1 month 13.3 % Net sales 479 % 

3 month 5.5 % Operating profit adj n.m. 

12 month 601.8 % EPS, just n.m. 
Since start of the year 55.3 % Equity 258.8 % 

 

Shareholder structure %  Votes/Capital 

Gert Nordin  27.5 % 

Göran Nordlund  14.1 % 

Jonas Nordlund  11.6 % 
Erro Holding AB  9.3 % 

Vision Invest sprl  4.4 % 

Xingu förvaltning  2.1 % 

Champe AB  1.6 % 
Anders Ljung  1.0 % 

Leif Karlsson  0.9 % 

Peter Lo Curzio  0.8 % 
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Revenue & Growth (%)  EBIT (adjusted) & Margin (%) 

 

 

  

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

 

 

  

 
Sales division  Geographical areas 

 

 
  

 

Conflict of interests  Company description 

Kristoffer Lindström owns shares in the company: No 

Henrik Alveskog 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. 

 The Hexatronic group of companies are active in the optical fiber 

infrastructure market. They offer a complete line of products for 

passive and complementary active products for optical networks. Home 
market is Skandinavia and main costumers are large telecom operators 

such as Telia and Telenor. Partners like ABB and Ericsson give 

Hexatronic access to the world market. 
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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 (2013-12-12) 

Rating Management Ownership Growth 

Prospect 

Profitability Financial 

Strength 

7,5p - 10,0p 18 14 8 9 16 

3,5p - 7,0p 39 46 27 41 41 
0,0p - 3,0p 9 6 31 16 9 

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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