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Snapshot 

 
 

Basic data 

Based in: Hallbergmoos 
Sector: Automotive technology 
Headcount: 2,509 
Accounting: IFRS 
Bloomberg: SF3:GR 
ISIN: DE000A1TNU68 
Price: 3.35 Euro 
Market segment: Prime Standard 
Number of shares: 6.0 m 
Market Cap: 20.1 m Euro 
Enterprise Value: 79.7 m Euro 
Free Float: <35 % 
Price high/low (12 M): 11.40 / 2.05 Euro 
Øturnover (Xetra,12 M):  69,100 Euro  

Short profile 
The STS Group, listed on the stock exchange since 
2018, has grown through acquisitions in recent years 
from a regional producer of acoustically effective plas-
tic components (soft trim) to a global technology 
leader for plastic-relevant system components in the 
commercial vehicle sector. After 2018 STS Group was 
primarily occupied with the integration of the ac-
quired companies, last year's business development 
was marked by growth efforts in China and the USA 
as well as the declining commercial vehicle economy 
in Europe and China. STS's largest division by far is 
the Plastics segment, which accounts for approxi-
mately 50 percent of sales, followed by the Acoustics 
segment with 31 percent of sales. The China segment 
(14 percent of sales) represents the STS Group's most 
significant growth driver and is therefore of particular 
importance. A crucial question for the future of STS 
is to which extent the company will be able to cushion 
the sales losses expected as a result of the Corona crisis 
by means of short-time working, cost reductions and 
favourable government loans. A significant increase in 
profitability is also necessary in the medium term. 
 

FY ends: 31.12. 2017 2018 2019 2020e 2021e 2022e 

Sales (m Euro) 310.0 401.2 362.8 327.6 349.2 384.0 

EBIT (m Euro) 46.9* -1.3 -6.5 -11.6 -0.4 6.5 

Net profit 47.0* -4.8 -12.1 -15.4 -4.2 2.7 

EpS 9.39* -0.80 -2.02 -2.57 -0.71 0.44 

Dividend per share 0.00 0.00 0.00 0.00 0.00 0.00 

Sales growth - 29.4% -9.6% -9.7% 6.6% 10.0% 

Profit growth - -110.2% 152.4% 27.1% -72.5% -162.9% 

PSR 0.06 0.05 0.06 0.06 0.06 0.05 

PER - - - - - 7.5 

PCR - 2.8 0.5 1.9 1.1 0.9 

EV / EBIT 1.7 - - - - 12.2 

Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

*including one-off effects       
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Executive Summary 

• Three product categories: The STS Group is an automotive supplier, predominantly active in the 
commercial vehicle sector (share of sales approx. 70 percent). Their products are used on or inside the vehicle 
cabin, where they help reduce noise emissions (Acoustics segment, approx. 30 percent of sales) and help 
provide vehicles with a good external appearance, aerodynamics and stability at low weight (Plastics segment 
including China business, approx. 60 percent of sales). The company is vertically integrated and manufac-
tures intermediate products for its internal use and the sale to third parties (Materials segment, approx. 10 
percent of sales). 

• A technology leader, geographically diversified: Following the successful integration of the ac-
quired production sites, the STS Group ranks among the technologically leading suppliers in its peer group. 
It features exceptional flexibility in terms of production methods, production materials and batch size, a 
broad spectrum of products and a broad geographical positioning.  

• Growth impulses from overseas: The STS Group, which was previously active only in Europe, has 
become a global player, focusing on market share gains in China and ‒ to an ever greater extent ‒ also in 
North America. In December, management announced the signing of a major contract in the USA with a 
total volume of EUR 230 m, which is expected to run for ten years. Against this background, management 
believes the time has come to open a new plant in the USA in 2021. 

• Disappointing figures in 2019: STS had to accept a 9.6 percent decline in sales at Group level in 2019 
due to the weak economy in Europe. In China, business developed more satisfactorily with a sales increase 
of 3.7 percent. Operating profit (adj. EBITDA) decreased on balance across the Group from EUR 23.7 to 
17.6 m. 

• Short-term drop in sales due to Covid-19 pandemic: For 2020, a sharp decline in overall economic 
demand is expected. This will have an above-average impact on the production level in the commercial 
vehicle sector, with a global reduction in volume estimated at 22 percent. A decline in sales at STS Group 
appears inevitable as well. Accordingly, the main task of management for this year is to safeguard liquidity 
and reduce costs through short-time working and strict cost management. 

• Significant long-term increase in sales and margin expected: The STS Group benefits from the 
trend towards ever stricter emission standards and the potential of electric mobility. Based on these factors 
and the new competitive advantages resulting from the broad positioning, the company forecasted additional 
sales of EUR 100 m by 2023 before the onset of the Covid-19 crisis. Compared to the rest of the industry, 
the profitability of the automotive supplier is currently below average with an unadjusted 2019 EBITDA 
margin of 4.0 percent. In the medium term, management is forecasting a margin improvement to more 
than 10 percent. 

• High price potential: Taking into account all factors, such as the impact of the Covid-19 crisis in 2020 
and 2021 on sales and profit, and the long-term potential from international growth and margin improve-
ment, we assume a fair value for the company of EUR 7.00 per share. This figure is well above the current 
price, and our rating is therefore "speculative buy". 
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SWOT Analysis 

Strengths  

• STS has established itself as a global tier-one truck 
supplier for plastic parts.  

• The company has expertise and flexibility in the 
application of various manufacturing techniques 
(thermoforming, SMC and injection moulding), 
materials and batch sizes.  

• Covering the entire product range in the plastics 
sector enables the development of integrated sys-
tem solutions. 

• Successful international expansion with the open-
ing of a third plant in China and the signing of 
several major commercial vehicle orders from the 
USA.  

• Proven competence in acquisition and integration 
of acquisitions and in the implementation of effi-
ciency enhancement measures. 

 Weaknesses  

• In 2019, market demand in the commercial vehi-
cle sector fell sharply. The company was not able 
to keep sales stable. 

• Except for the China segment, the divisions gener-
ate a relatively low return. The Acoustics division 
in particular has been structurally weak in terms of 
sales and profitability for years. 

• Despite a broad customer base, customer concen-
tration is relatively high. The top 5 customers ac-
count for 65 to 70 percent of sales. 

• Due to the long lead time from order placement to 
revenue generation, current sales initiatives will 
only have an impact on Group revenues in the me-
dium term. 

• Due to the short stock market history and major 
structural changes in 2017, there is no history of 
comparable financial data. 

  

Opportunities  

• Possibility to increase the utilisation of plants in 
countries with low personnel costs. At the same 
time, material costs can be further reduced 
through the consistent use of centralised purchas-
ing and higher material efficiency. 

• High-margin orders in the not yet much pene-
trated markets of China and North America can 
make a significant contribution to sales and profit 
growth in the coming years. 

• Electric mobility and new emission regulations 
(Europe, China) as growth drivers. 

• The economic distortions associated with the 
Covid-19 pandemic will lead to lower raw material 
prices and thus lower material costs. 

Threats  

• The Covid-19 pandemic will result in a sharp drop 
in sales in 2020 and a presumably high loss.  

• If the emergency loans applied for from the various 
European governments are not approved or if the 
interest burden is too high, the company could 
face liquidity problems.  

• The negative trend in the Acoustics segment could 
continue and counteract the measures taken to in-
crease efficiency. 

• The global commercial vehicle industry is also un-
der structural pressure. This could have a negative 
impact on the price level of STS products in the 
long term as well. 
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Profile 

The origins 
STS Group AG, based in Hallbergmoos near Munich, 
has emerged in its current form as the result of a buy-
and-build strategy systematically pursued by the hold-
ing company Mutares between 2013 and 2017. The 
company originated as a carve-out from the Italian ac-
tivities of the Swiss automotive supplier Autoneum. 
The acquisition process then led to strong growth and 
a much broader positioning. The STS Group is now 
one of the world's leading system suppliers of compo-
site parts, supplying customers such as Volkswagen, 
Scania, Volvo and Iveco.  
 

IPO in 2018 

The company, which currently has 2,509 employees 
across the Group, completed its IPO on the Frankfurt 
Stock Exchange on 1 June 2018 in conjunction with 
a capital increase and the sale of shares held by existing 
shareholders. It is listed in the Prime Standard seg-
ment. Mutares remains the majority shareholder even 
after the IPO and, according to the last statement 
from 24 July, holds around 65 percent of all shares.  

Products and business areas 

The product portfolio is made up of three categories, 
which are organized into four business areas (seg-
ments).  

 

Hard trim products (STS Plastics segment, 47 per-
cent share of sales) are plastic parts manufactured by 
injection moulding or SMC (Sheet Moulding Com-
pound, a moulding method for manufacturing fibre-
reinforced plastic) and used for exterior trim and aer-
odynamic parts as well as storage systems in commer-
cial vehicle cabins (e.g. front modules or battery co-
vers). In order to optimally meet the safety and energy 
efficiency requirements of customers and legislators, 
hard trim products must be both lightweight and have 
a certain stiffness. Ever stricter emission standards are 
a trend driving the demand for high-quality and light-
weight hard trim products. 
 
 

Product portfolio of the STS Group 

  

Source: Company  

Front module 

Thermo-acoustic cover Roof cover 

Interior fittings 

Rear cabin separation 

Door component 
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Soft trim products (STS Acoustics segment, 31 per-
cent sales share) are plastic products with acoustic and 
thermal properties that reduce noise and protect 
against heat. Felt composites are made by means of 
the thermoforming process, in which a felt matrix is 
pressed into a mould and laminated with various tex-
tiles. The demand for soft-trim products stems from 
OEMs' efforts to improve driver comfort and to re-
duce outdoor noise emissions in line with increasingly 
stringent noise regulations. 
 
Since mid-2018, all activities of the STS Group in the 
Chinese market have been reported in the China seg-

ment (14 percent share of sales). From a headquarters 
in Wuxi, the company operates three production fa-
cilities which are manufacturing SMC and, more re-
cently, also injection moulded products. 
 
With less than 10 percent of sales (after consolida-
tion), the smallest Materials segment involves the 
production of intermediate products (including SMC 
and fibre moulding compounds (BMC and AMC)) 
for both sales and internal processing. 
 

 
* including segment consolidation 

Source: Company 

 

Established in 2013 
The development of the STS Group's various business 
areas is the result of the acquisition and integration of 
several company locations over the past seven years.  
 
The establishment of the STS Group as an independ-
ent company and the creation of the soft-trim seg-
ment (STS Acoustics) resulted from Mutares' 2013 

acquisition of the commercial vehicle business of the 
Swiss-based Autoneum Group. Subsequently, STS 
Acoustics in Italy was restructured, reducing the num-
ber of locations from five to three. In addition, the 
company ventured into Eastern Europe and estab-
lished a plant in Poland, which commenced opera-
tions in 2017.  
 

Setting up an integrated group  

Three add-on acquisitions have been made since 
2016: 
 

 December 2016 
Commercial vehicle supplier business of the 
French Mecaplast Group (today: Novares)  

 June 2017 
Commercial vehicle supplier business of the 
Plastic Omnium Group (plastics for com-
mercial vehicles)  

 September 2017 
Acquisition of a Brazilian plant of the Auto-
neum Group 

 
While the transaction in December 2016 marked the 
entry into the plastics business, the acquisitions in 
2017 were decisive for the internationalisation of the 
STS Group into non-European markets (in particular 
Mexico and China). While the company had previ-
ously only been significantly active in Italy and 
France, it had now become a globally operating com-
pany. 
 

 
Source: Company 
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Global footprint as an opportunity to 
grow through internationalisation 

The Group currently operates 13 production sites 
(one of which has opened in April 2019) in seven 
countries on four continents, with major plants in the 
main regional markets of Europe, China and North 
and South America (see figure below). These plants 
are strategically located close to or integrated into the 
production facilities of major OEM customers. How-
ever, Europe still accounts for the lion's share of STS 
Group sales.  
 

High customer concentration ...  
Components for heavy and medium-duty commercial 
vehicles are the focus of the STS Group's business. 
Typically, the company acts as a tier-one supplier, 
supplying the various OEMs directly. In the offering 
prospectus, management has estimated that the top 5 
customers account for approximately 65 to 70 percent 
of Group sales in 2018. Thus, the STS Group's cus-
tomer concentration is relatively high, just as in the 
truck sector as a whole. Main customers are renowned 
European OEMs (e.g. Volvo Truck with the brands 
Volvo and Renault, FiatChrysler, Iveco, Daimler 

Truck and Volkswagen with the brands MAN and 
Scania (see graphic at the top of next page).  
 

... but long-term contracts 
Due to long-term sales contracts with a term of often 
up to ten years, a considerable part of the future sales 
of the STS Group can be estimated in "normal" times 
with satisfactory reliability on the basis of factors such 
as the length of the agreed contract term, the service 
life of the various vehicle models or the expected mar-
ket development. Revenues from the acquisition of 
new customers thus drive sales growth. Since contracts 
have a lead time of one to three years from the time of 
the tender, depending on how much development 
work is required for a product, a current success in the 
acquisition of new projects is always only noticeable 
with a delay. However, the current Covid-19 pan-
demic has by its very nature a strong impact on the 
short- and medium-term market development. Cus-
tomer call-off figures are likely to be severely affected, 
which in turn is reflected in the Group's sales and rev-
enue performance. 
 
 

Production footprint of the STS Group 

  

Source: Company 
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Technological expertise 
In addition to the internationalisation and diversifica-
tion of the customer base, acquisitions made in the 
run-up to the IPO have led to an expansion of the 
product range and technological expertise. According 

to management, STS Group is currently the only sup-
plier on the market that can offer both acoustic and 
thermoplastic technologies and combine them into 
comprehensive system solutions. 
  

 
 

 

 

Source: Company 



 

 

Research report STS Group AG May 4th, 2020 

Competitive advantages and strategy page 10 

Competitive advantages and strategy

Structural change offers opportunities 
Market development is not only influenced by mac-
roeconomic factors, such as economic growth in gen-
eral and transport volumes in particular, but also by 
technological trends which create additional uncer-
tainty and make it difficult to forecast future market 
structure. These trends include automation, electro-
mobility, digitisation, and increasingly stringent regu-
lations on fuel consumption and exhaust emissions. 
While manufacturers of internal combustion engines 
tend to be negatively affected by the trend towards 
electromobility and tighter emissions regulation, this 
is not the case with the STS Group. On the contrary, 
lightweight and innovative plastic materials are an es-
sential factor in weight reduction and thus in avoiding 
exhaust emissions (combustion engines) and increas-
ing range (electromobility).  
 

Capitalizing on competitive advantages  
After the organisational integration of the company 
has been completed, the STS Group has now a num-
ber of competitive advantages (USPs) that will enable 
the company more often to be given precedence over 
competitors when contracts are being awarded, at least 
more frequently than in the past. These long-term 
corporate capabilities form the basis of the STS 
Group's strategy and positioning. 
 
According to management, there is a strong customer 
preference for vertical integration of the production 
process. The production of intermediate products in 
the Plastics (e.g. SMC) and Acoustics (e.g. felt mats) 
segments carried out by STS offers the advantage of 
complete control over the production processes and 
raw materials and, accordingly, more easily conducted 
quality control and swifter customisation of products 
to customer requirements. According to management, 
only a few competitors possess this ability. 
 
Flexibility regarding the size of produced batches is 
relevant in order to satisfy orders from customers of 
different sizes and to accept non-standard orders from 

existing customers. Given its flexibility in this respect, 
STS can address a wide range of customers and thus 
differentiate itself from larger automotive and truck 
parts suppliers who concentrate only on servicing cus-
tomers with large series orders.  
 

Proximity to customers and the associated global 
reach is beneficial to a company for at least two rea-
sons. On the one hand, proximity during the devel-
opment process is helpful in order to be able to col-
laborate effectively; on the other hand, price ad-
vantages can be realized through local production, es-
pecially in countries with favourable cost structures 
such as China, Eastern Europe, Brazil and Mexico.  
 
Compared to its competitors, STS enjoys a high flex-

ibility regarding which technologies to use in the 
production process. The possibility of offering both 
soft-trim and hard-trim components represents an-
other critical USP of STS that makes it stand out from 
the competition. 
 
In line with the One-Stop-Shop approach, since the 
integration of all acquisitions, customers in the com-
mercial vehicle division have also the opportunity to 
procure all plastic-related preliminary products for the 
construction of a vehicle cabin from STS from a single 
source. This gives STS the opportunity to increase its 
cross-selling activities, especially as the acquisitions of 
recent years have significantly expanded the STS 
Group's customer portfolio. In September 2018, only 
four (less than one third) of STS's 15 largest custom-
ers had purchased both hard trim and soft trim com-
ponents. To simplify cross-selling, management also 
centralized its sales departments.  
 
With regard to further product development, man-
agement is also planning to use the opportunities of-
fered by the combination of soft-trim and hard-trim 
products, so as to be able to tap further sales potential 
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through developing and marketing integrated prod-

uct systems such as the "Next Cabin". 
 
The order won in the summer of 2018 for the supply 

of front modules for a major European commercial 
vehicle manufacturer with a total volume of EUR 150 
m is indicative of the sales potential resulting from 
winning orders of a more technically complex nature. 
The front modules consist of almost one hundred in-
dividual components and are supplied to the customer 
completely from a single source. 
 

Production growth in Poland 
In the short to medium term, the Acoustics segment 
of STS Group will benefit from the low (by European 
standards) wage costs of its Miedzyrzecz plant in west-
ern Poland, which went into operation in 2017. In 
2018, there were still problems in the start-up phase 
at this plant and correspondingly extraordinary costs 
in production. These have already decreased in the 
following period, but the plant continues to make 
losses. If the further development in the wake of the 
Covid-19 crisis does not thwart the planning, the 
plant is to be ramped up to full capacity by 2021, 
while in the future capacity could even be increased in 
order to process further new orders or to relocate ex-

isting orders from Italy ‒ the location of the other 
Acoustics production facilities. 
 

Sales growth in China... 
The acquisitions made in recent years have also laid 
the foundation for global expansion. With regard to 
sales, growth within the Chinese market will be of pri-
mary importance over the next few years. Up to 50 
percent of the annual additional Group-wide sales of 
EUR 100 m anticipated by management by 2023 (be-
fore Covid-19) are expected to result from market 
share gains in China. Here, the Group is strongly po-
sitioned in the production and sale of high-quality 
plastic parts, particularly for higher-value commercial 
vehicles in the logistics sector; there is already a cus-
tomer relationship with seven of the ten most im-
portant regional manufacturers in the commercial ve-
hicle sector. In 2018, the opening of a new research 
and development centre in Wuxi near Shanghai and 
the acquisition of a new order for the supply of a bat-
tery cover for an electric vehicle model further under-
scored the company's technological leadership over re-
gional manufacturers. With the construction of a new 
plant in the central Chinese province of Hubei, 
which, as expected by management, passed the start-
up phase without complications, the company ex-

Positioning in China – STS production and customers 

  

Source: Company 
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panded its regional footprint and production capacity 
in 2019, setting the course for future growth. Thus, a 
total order volume of more than EUR 130 m was gen-
erated in China in 2019 through special efforts in ac-
quisition. The new orders also include three orders in 
the e-mobility field.  
 

...and North America 
The STS Group has also growth ambitions with re-
gard to the USA. To date, there is no dedicated pro-
duction facility in the country itself, so that orders will 
be processed in Mexico for the time being. A major 
order received in 2018 from a US commercial vehicle 
manufacturer for the supply of driver cabin parts from 
2020 on was followed in December 2019 by the an-
nouncement of a new customer order spread over ten 
years for the production of a complete truck roof sys-
tem made of fibre-reinforced plastic (SMC) in North 
America in the amount of EUR 230 m. This major 

order entails the establishment of a new business unit 
and the construction of a new production facility, pre-
sumably in Virginia. 
 

Efficiency improvement measures 
Following the integration of the acquisitions com-
pleted in 2018, the STS Group is increasingly work-
ing on improving the efficiency of existing processes. 
Purchasing and sales have already been successfully 
centralised in Bavaria. Further automation and stand-
ardisation within the manufacturing processes as well 
as consolidation and centralisation, particularly in the 
areas of design, engineering and production, are cur-
rently being worked on. According to management, 
the goal of all efficiency enhancement measures is 
both to further improve the competitive position with 
regard to costs and to achieve a low double-digit 
EBITDA margin in the long term. 
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Market

Cabin parts as part of total value added in 
commercial vehicle production 
As a systems supplier of interior and exterior parts for 
motor vehicles, the business success of the STS Group 
is directly linked to the demand for passenger cars and 
trucks in general, and medium and heavy commercial 
vehicles in particular. Subdividing the components of 
a commercial vehicle into the categories powertrain, 
systems/connectivity, chassis and cab, it is clear that 
the STS Group's focus is on the cab category, which 
comprises the subcategories exterior, interior, elec-
tronics and comfort. According to Roland Berger es-
timates, this area represents a value contribution of ap-
proximately 25 to 30 percent to the production costs 
of a commercial vehicle, with the majority of the 
value-add being generated by the suppliers. 
 

 
Source: Roland Berger: “Trends in the Truck and Trailer Mar-

ket”, August 2018 

 

China largest market 

According to estimates by the market research insti-
tute IHS, approximately 3.6 million medium and 
heavy trucks were produced worldwide in 2019, 
China being here the most important market with a 
production of around 1.3 million units or 37 percent.  
With a share of just under 20 percent, Europe repre-
sents a much smaller submarket. 

 

 

 

 
Source: IHS Markit, own estimate 

 

Further market penetration as an oppor-
tunity 
Since STS generates only about 14 percent of its cur-
rent sales in China, there is ‒ in relation to the size of 
the local market ‒ a considerable potential to be real-
ised from further market penetration. Recently, how-
ever, the output development has not followed a 
steady expansion path. After production figures in 
China grew by 40 percent in 2017 due to pull-forward 
effects resulting from the introduction of stricter reg-
ulations, e.g. concerning overloading of trucks, the 
years 2018 and 2019 saw a consolidation phase.  
 

The situation before Covid-19 
Even before the outbreak of the Covid-19 pandemic, 
global long-term growth prospects were already weak. 
For the five-year period from 2019 to 2024, the IHS 
calculated in January 2019 that global production fig-
ures for medium and heavy trucks would grow at a 
meagre rate of 0.3 percent annually. 
 
Growth in the regions varies between -1.3 percent for 
South America and +2.9 percent for Europe, the latter 
being driven especially by Eastern Europe. For China, 
IHS Markit assumed in 2019 a stabilisation and a 
growth of 0.5 percent p.a. after a sharp drop in pro-
duction. For comparison: according to a study by 
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Landesbank Baden-Württemberg, total worldwide 
output increased by 0.9 percent p.a. between 2011 
and 2017 (source: LBBW: "Blickpunkt Automotive, 
Trucks fahren bald auf eigenen Wegen").  
 

Opportunities in China 

With regard to China, however, we believe that the 
sales potential for manufacturers of plastic compo-
nents is generally more positive than the forecast de-
velopment in commercial vehicle production would 
suggest. On the one hand, following an amendment 
to the law made in 2016, more "part-intensive" long-
nose trucks will be produced in the future, and on the 
other hand it is forecast that the new statutory emis-
sion targets coming into force in stages during 2020 
will lead to increased substitution of metal by plastic 
components. A first major order to produce the com-
plete front and side trim of a so-called "long-nose 
truck" was acquired in May 2019.  
 

 
Source: IHS Markit, own estimate 

 

Slowdown in 2019 

2019 was not a good year for the commercial vehicle 
industry. The first few months of last year were al-
ready marked by a slowing, which left its mark on all 
major regions of the world for the rest of the year. In 
Europe and China, production of medium and heavy 
commercial vehicles fell by around 10 percent each. 
In other Asian markets, such as Thailand, and in 
North America, the situation did not look much bet-
ter. At least in China, however, strong production fig-

ures for the fourth quarter gave temporarily rise to 
hopes of a turnaround and recovery.  
 

...and now Covid-19 
In the first quarter of 2020, however, China had to 
massively curtail economic activities due to Covid-19, 
which also had a strong impact on the commercial ve-
hicle industry. Indicative of the extent of the down-
turn are the sales figures published by General Motors 
for the first quarter in China: sales of motor vehicles ‒ 
including passenger cars ‒ fell by 43 percent compared 
to the previous year. Although the viral disease had 
been hoped to be confined to Asia (like SARS at the 
time), it became a global problem at the latest when 
large areas of northern Italy were sealed off on March 
8th. In the weeks that followed, restrictions on the free-
dom of movement and forced closures of shops and in 
some cases - factories were imposed all over the world. 
Politicians reacted by announcing aid programmes for 
the real economy and additional liquidity for banks 
and capital markets. Most analysts are therefore cau-
tiously optimistic about systemic factors such as the 
stability of banks and states. Nevertheless, economists 
expect a significant demand shock, a reduction in 
productivity and potentially also a supply shock 
caused by the interruption of supply chains. The esti-
mates regarding global economic growth were there-
upon successively reduced. At the beginning of the 
pandemic, only a slight slowdown in global economic 
growth was expected. On 2 March, the OECD still 
anticipated global growth of 2.4 percent for 2020. 
The Ifo Institute was already more pessimistic in its 
spring economic forecast published on March 19th 
with zero global growth. Barely a month later, the 
IMF published part of its World Economic Outlook 
in advance with a forecast of -3.0 percent. This fore-
cast is 6.3 percentage points below the previously es-
timated level. For 2021, on the other hand, the IMF 
expects a recovery, with expected growth of 5.8 per-
cent, 2.4 percentage points higher than previously es-
timated.  
 

Low commercial vehicle sales in 2020 
The analysts at IHS Markit expect a similarly high de-
cline in the global economy in 2020 (2.6 percent). A 
study published on April 17th simulated the impact on 
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production figures for heavy and medium commercial 
vehicles in 2020 and beyond. The analysts expect 
global production figures to decline by 22 percent 
compared to the previous year. North America (-33 
percent) and China (-21 percent) are particularly af-
fected, while a comparatively small decline of 14 per-
cent is expected for Europe. However, the assessment 
for China might be somewhat pessimistic. According 
to STS, demand in the commercial vehicle market in 
China is already close to the high levels seen before the 
outbreak of the pandemic. 

Recovery in subsequent years 
The extent to which there will be an investment back-
log, and the time when more trucks will be bought 
again, cannot be determined with any certainty at pre-
sent, nor can the time when the pandemic will offi-
cially be over. The IMF and IHS Markit agree in their 
scenarios that the 2020 "growth gap" will be closed 
again in the following two to three years and expect 
thus a U-shaped scenario. More optimistic scenarios, 
such as the rapid availability of suitable drugs or vac-
cines, are just as possible as more pessimistic scenarios 
that focus on secondary effects on the labour market, 
the banking system, and public finances.  
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Figures 

Strong external growth 
The STS Group has grown strongly over the last few 
years. While sales in 2015 amounted to EUR 
134.5 m, in 2019 the company generated about EUR 
363 m, which corresponds to an average annual 
growth rate of 28 percent. This growth was achieved 
through acquisitions and the development of new 
business areas, as is evident from the fact that the 
Acoustics division, the original core business of STS, 
has not only stagnated but even slightly decreased.  
 

 
Source: Company 

Constant long-term total margin 
Over the same period, at company level the adjusted 
EBITDA margin fluctuated between 4.6 and 5.9 per-
cent, without any downward or upward trend. 
 

 

Source: Company 

 

Since there have been high extraordinary earnings and 
expenses in recent years, particularly as a result of the 

IPO and the acquisitions, an analysis of the historical 
development of net profit does not provide any help-
ful information. The situation is similar with large 
cost blocks such as material costs and personnel costs, 
between which major reclassifications have been made 
over the years, so that long-term trends cannot yet be 
derived.  
 

 
Source: Company 

 

Different segment performance 
In contrast, a breakdown by corporate segments pro-
vides an informative picture. With the formation of 
the China division in 2017, a highly profitable seg-
ment with an annual adjusted EBITDA margin of 15-
19 percent joined the Group. While the profitability 
of the Plastics and Materials segments was in the mid-
single-digit percentage range over the entire period, 
the profitability of the Acoustics segment moved 
sharply downwards towards 0 percent.  
 

Acoustics as STS's biggest headache 

Accordingly, there is a strong correlation between 
sales and profitability development. As already noted 
in the last report, there are specific reasons for the low 
profitability of the Acoustics division, such as the gen-
erally weak passenger car business and start-up diffi-
culties at a Polish plant that went into operation in 
2018. Nonetheless, there is a structurally low level of 
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profitability throughout the Group that still needs to 
be sustainably increased. 
 

Sales decline in 2019 
The sales development for the year 2019 was signifi-
cantly below expectations. At the beginning of last 
year, management had still expected total sales to be 
roughly on a par with the previous year (EUR 400 m), 
but then had to issue a sales and profit warning in Au-
gust and reduce the sales forecast by 4.5 to 9.5 per-
cent. The realised decline in sales of 9.6 percent to an-
nual sales of EUR 362.8 m hit the lower end of the 
company's forecast exactly. Our original sales expec-
tations of EUR 391.8 m were too optimistic as well, 
as we assumed that the commercial vehicle market in 
Europe would not suffer as much as it actually did. 
 

Business figures 2018 2019 Change 

Sales  401.2 362.8 -9.6% 

- Acoustics 124.4 112.1 -9.9% 

- Plastics 198.6 169.0 -14.9% 

China 48.6 50.4 3.6% 

- Material & Consoli-

dated 
29.6 31.3 5.7% 

Adj. EBITDA 23.68 17.62 -25.6% 

- Acoustics -1.24 0.04 - 

- Plastics 16.78 12.63 -24.3% 

China 7.16 9.04 +26.3% 

- Material & Consoli-

dated 
1.08 -4.09 - 

In m Euro and percent; source: Company 

 
The STS Group accordingly cites the development of 
the automotive and commercial vehicle economy in 
Europe and the related call-offs from existing custom-
ers in the Acoustics and Plastics segments as the main 
reason for the decline in sales. In the two segments, 
sales fell by 9.9 percent and 14.9 percent, respectively. 
At the beginning of the year, the company had as-
sumed a stable development of production figures for 
medium and heavy-duty commercial vehicles; as a 
matter of fact, however, production figures in Europe 
fell by 9 percent. The market for passenger cars and 

light commercial vehicles in Italy, important for the 
Acoustics segment, was hit even harder, plummeting 
by 15 percent in the course of the year. 
  

Positive sales development in China 
Development was more positive in China, where the 
long-announced sales revival came about in the fourth 
quarter of 2019 due to the start of production of new 
orders. Even though we had expected stronger growth 
overall for the year, especially in light of the compa-
ny's ambitious medium-term planning, the 3.6 per-
cent increase in sales is still remarkable against the 
background of an automotive market that shrank by 
8 percent in 2019. 
  

Fixed costs a burden 
In line with sales, costs developed downwards at 
Group level. The cost of materials fell by EUR 24.5 m 
year-on-year from EUR 233.8 m to EUR 209.3 m. As 
in the previous year, the cost-of-materials ratio also fell 
slightly, from 57.4 percent to 56.6 percent, which is 
partly due to lower utilisation of the temporary staff 
included here. The picture is much more negative 
with regard to personnel expenses (for permanent em-
ployees). Since this item is largely fixed costs in the 
short term, the decline in sales led to a significant in-
crease in the personnel expenses ratio from 25.5 per-
cent to 28.0 percent. Personnel expenses for perma-
nent employees themselves remained almost constant 
at EUR 103.4 m. A slightly lower number of employ-
ees (2,509 vs. 2.541) was offset by a slight increase in 
personnel expenses per employee. In the current mar-
ket situation and with the currently low profitability 
(EBITDA margin in Q4 2019 of 4.1 percent), fixed 
costs in the personnel department are a burden. 
 

Positive one-off effect due to IFRS 16 and 
elimination of IPO costs 

Two effects had an impact on "other expenses", which 
fell from EUR 61.9 m to EUR 47.6 m: Firstly, the 
elimination of the extraordinary costs associated with 
the IPO in 2018, estimated at around EUR 12 m, and 
secondly, the first-time application of IFRS 16, i.e. the 
reclassification of lease payments. In return, deprecia-
tion and amortisation increased. Another factor that 
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led to the overall sharp increase in depreciation was an 
extraordinary write-down with regard to the rights of 
use for land and buildings. 
  

Plant closure possible 
The unfavourable cost development compared to sales 
development was also recognized by the management 
and measures to reduce fixed costs were prepared. Ac-
cordingly, the closure of a French production facility 
in the Plastics segment was announced in December 
2019. In the plant in question, STS employs approx-
imately 80 of staff and generates sales of approxi-
mately EUR 15 m per year. According to manage-
ment, the closure could in principle be implemented 
as early as the 2020 financial year and lead to a reduc-
tion in fixed costs. To what extent Covid-19 has 
changed the plans and what details are planned, we 
expect to learn when the first quarter results are pub-
lished. 
 

Results  2018 2019 Change 

Adj. EBITDA 23.7 17.6 -26% 

EBITDA 11.9 14.6 +23% 

EBIT -1.3 -6.5 - 

Net profit -4.8 -12.1 - 

In m Euro, source: Company 

 

EBIT and net profit down 

In total, the operating expense ratios (based on sales) 
thus increased by 1.4 percentage points last year, 
which is reflected accordingly in the adjusted 
EBITDA. Adjusted EBITDA fell from EUR 23.7 m 
to EUR 17.6 m; management's goal of maintaining 
the previous year's adjusted EBITDA level was 
missed. The net loss for the year rose from EUR 4.8 m 
to EUR 12.1 m. This disproportionately high increase 
is due to two effects. First, the introduction of IFRS 
16 and the resulting lower financial result. Second, tax 
expenses that increased again by EUR 0.7 m despite 
negative earnings before taxes. The difference between 
the taxes theoretically payable and those actually paid 
in the event of territorial consolidation of profits is 
now around EUR 4.9 m. 

Cash flow development 
With the high net loss in 2019 and the absence of cash 
inflows, the total cash flow also turned clearly negative 
from EUR +15.3 m to EUR -14.0 m. As a result, the 
amount of cash and cash equivalents available de-
creased from EUR 31.2 m to EUR 17.2 m. The ap-
plication of IFRS 16 and the derecognition of receiv-
ables from factoring had a strong impact on the cash 
flow statement without having any impact on the op-
erating business. Accordingly, the individual items in 
the cash flow statement cannot be compared on a one-
to-one basis.  
 

Equity ratio of about 30 percent 
Regarding the structure of the balance sheet, equity of 
EUR 68.6 m was offset by liabilities of EUR 187.9 m 
at the end of the last financial year. This results in a 
solid equity ratio of 27 percent. In the previous year, 
the equity ratio was 30 percent. 
 

Position 
Amount at 
31.12.2019 

Bank debts 12.4 

Third-party loans 7.7 

Reverse Factoring 12.1 

Pension obligations 20.5 

Leasing obligations 24.1 

Total  

Interest-bearing borrowed capital 
76.8 

Of which terminable at short notice 11.4 

In m Euro, source: Company, SMC Research 

 

Net debt 
In view of the difficult economic conditions and the 
reduced liquidity, the company's net debt is also com-
ing under greater scrutiny. In addition to bank debts 
of EUR 12.4 m, there are debts to affiliated companies 
(loans from third parties) of EUR 7.7 m. Leasing ob-
ligations and pension obligations are of a more ac-
counting and long-term nature. 
 
More relevant for liquidity, because easier to termi-
nate, are the short-term bank debts and loans from 
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third parties amounting to EUR 11.4 m. With a cur-
rent liquidity of EUR 17.2 m and the prospect of gov-
ernment emergency loans, the risk of a liquidity bot-
tleneck appears low. However, there is a residual risk 

in the event that short-term loans are terminated or 
not rolled over. 
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Equity Story 

Integration complete 
Within just a few years, the STS Group has developed 
into a leading automotive supplier in the plastics sec-
tor. With the acquisitions in 2016 and 2017, manage-
ment was able to expand the product range and to lay 
the foundation for global internationalisation. The in-
tegration of these acquisitions was completed in 2018. 
 

Playing out the Group's advantages 
After the completion of the integration, the STS 
Group has a superior performance profile compared 
to its competitors. The company operates globally, 
produces its own intermediate products, is flexible 
with regard to batch size and production technology 
and is capable of producing both hard-trim and soft-
trim products and combining them in integrated sys-
tems. These competitive advantages offer the oppor-
tunity for successful order acquisition and a growth 
spurt after the Corona crisis is overcome. 
 

Growth outside Europe 
The plants in Mexico, Brazil, and China enable STS 
to act as a one-stop shop for global customers 
throughout the world. At the same time, the Group 
plans to use the know-how developed in Europe to 
grow aggressively in these new regions. In the USA, a 
major order was acquired in December 2019, which 
will likely lead to the opening of a significant new 
business unit in the long term. And in China, STS 
Group opened a new plant last year and expanded its 
production technology to include injection moulding. 
 

Modest valuation 
As the share price fell by almost 90 percent since the 
IPO, the valuation of STS has been drastically re-
duced. The decline in the share price is due to the per-

sistently poor commercial vehicle economy and the 
uncertainty about the near future triggered by the 
Covid-19 pandemic. With an EV/adj. EBITDA mul-
tiple of 4.4x for 2019, STS is favourably priced. 
 

Margin improvement 
Most of the company's price potential results from the 
possibility of raising profitability to a level customary 
in the industry. With an EBITDA margin (adjusted) 
of 4.9 percent for 2019, the company is currently rel-
atively unprofitable compared to peer companies, 
which have an average margin of around 10 percent. 
In 2018, however, the company has already impres-
sively demonstrated that it is capable to make massive 
improvements in efficiency. The Plastics division gen-
erated a margin of 8.4 percent at that time, compared 
with 4.1 percent in the year before. At the same time, 
Polytec generated a margin of 10.3 percent. This ena-
bled STS to significantly reduce the performance gap 
to Polytec within one year. It is now up to the man-
agement to build on these successes and further in-
crease the margin, which has now fallen back to 7.5 
percent. 
 

Expansion of high-margin revenues 

Further internationalisation should also have a posi-
tive effect on the margin development. With an ad-
justed EBITDA margin of 18 percent, the return in 
China is well above average, so that further dispropor-
tionately high growth there should have a positive ef-
fect on the operating profitability of the entire Group. 
Finally, STS is increasingly becoming a system pro-
vider supplying complex modules, which should also 
have a positive effect on the profitability of the busi-
ness. 
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DCF valuation

Covid-19 and the forecast for 2020 

The aggravation of the Covid-19 pandemic during the 
first quarter of 2020 has had a drastic impact on pro-
duction. In China, the plants were completely closed 
for between two and six weeks from the beginning of 
February. Corona reached Europe and South America 
with a time delay, so that the plants here also had to 
close from the 12th calendar week (mid-March) on-
wards due to legal regulations and the closure of pro-
duction facilities of customers in the commercial ve-
hicle industry. By now, production in China has not 
only restarted, but is already at a very high level. And 
the plants in Germany, France and Italy were also 
given the green light in the 18th calendar week. De-
spite the encouraging development in China, the 
company expects total sales for the full year 2020 to 
be lower than in 2019. Due to the uncertainty caused 
by the current development, management does not 
want to commit to a specific sales target. With regard 
to the corporate result, which at STS is measured by 
adjusted EBITDA, the management expects lower fig-
ures as well, again without giving further details.  
 

Decline in revenue in 2020 
In our last comment, we had already reacted to the 
emerging consequences of the Covid-19 pandemic 
and lowered our sales expectations for 2020. As the 
situation becomes more acute, we are adjusting our 
sales expectations once again. In line with the eco-
nomic expectations of the IMF and the forecasts of 
IHS Markit for the commercial vehicle industry, we 
now expect sales in all segments except China to de-
cline by 14 percent in 2020. By contrast, we take a 
very positive view of China due to the strong produc-
tion figures of recent weeks and are even raising our 
sales estimate for the year as a whole from EUR 52 to 
58 m, thus expressing our expectation that quarterly 
sales in the second to fourth quarters will reach a sim-
ilarly high level as at the end of 2019 (fourth quarter). 
In total, this results in consolidated annual sales of 

EUR 327.6 m, which represents a decline of 9.7 per-
cent compared to the previous year.  
 

Post-Covid-19 recovery 2021 and 2022 
As mentioned in the Market section, industry experts 
expect that it will take two to three years in Europe to 
overcome the effects of Covid-19, both at the macro-
economic and sectoral level, and for GDP and truck 
production figures to reach the old levels. We expect 
that the recovery of the commercial vehicle industry 
will be reflected in the sales of the STS Group, i.e. that 
the Acoustics, Plastics and Materials segments will not 
be able to generate sales at the level of 2019 until 
2022. 
 

Personnel cost trend 2020 
The economic development in the current year will 
also have a significant impact in terms of earnings. 
Three effects figure rather prominently. First, the evo-
lution of fixed costs in general and personnel costs in 
particular. Through the consistent use of government 
short-time work regulations ‒ 100 percent of plant 
employees are on short-time work, while administra-
tive staff are on partial short-time work ‒ management 
is currently able to keep costs fairly low. Nevertheless, 
we estimate that the production stop and the general 
decline in sales will lead to a deterioration in the per-
sonnel expenses ratio from 28.0 to 28.9 percent in the 
course of the year. 
 

Development of material costs 2020 
By contrast, we believe that material costs will develop 
very positively in 2020. On the one hand, the central-
isation of purchasing is bearing fruit, as was already 
evident last year. On the other hand, the Covid-19 
crisis is also leading to a massive drop in commodity 
prices, especially petroleum products. Another area es-
pecially promising for further cost savings in 2020 is 
the cost block "other operating expenses". This cost 
block, which includes in particular maintenance costs 
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and overheads, has already been significantly reduced 
in 2019 compared to 2018, even after taking into ac-
count the extraordinary expenses included here.  
  

Restructuring expenses 
In 2019, extraordinary expenses of EUR 3.0 m were 
incurred, of which EUR 2.3 m were severance costs, 
EUR 0.4 m consulting costs and EUR 0.3 m costs for 
reorganisation measures. At the same time, efficiency 
improvement measures were announced in France, for 
which no provisions have yet been made. We consider 
further measures to be extremely important for prof-
itability and assume that it is highly probable that the 
STS Group will continue to make considerable ex-
penditures for severance payments in the coming 
years. Accordingly, in our model we expect for the 
time being a total of EUR 9 m in additional expenses 
for 2020 and 2021. 
 

Impact on EBITDA and net profit 
In total, the above-mentioned effects will lead to a 26 
percent decline in adjusted EBITDA from EUR 
17.6 m to EUR 13.1 m (- EUR 4.5 m). The adjusted 
EBITDA margin falls thus from 4.9 percent to 4.0 
percent. In line with our expectations, slightly lower 
tax expenses and depreciation and amortisation have 
a positive effect on net income. Nevertheless, accord-
ing to our calculations, the net loss for the year will 
increase in almost equal measure by EUR 3.3 m to 
EUR 15.4 m.  
 

Reduced liquidity and balance sheet risk  
The effects of the Covid-19 crisis have left STS Group 
with a clearly negative annual result for the second 
year in a row, which of course has also an impact on 
liquidity and the equity ratio. Assuming a constant 
level of debt, these will decrease to EUR 11.0 m and 
22 percent respectively, according to our calculations. 
The net debt-to-adjusted EBITDA ratio (leverage ra-
tio) calculated for 2019, including pension obliga-
tions, was 3.4 and will deteriorate to 4.1 in 2020 un-
der the assumptions we have described above, thus 
reaching a risky level. Accordingly, STS's main share-
holder Mutares states in its annual report that, due to 
the market distortions, STS "is not in a position to 

fully cover the liquidity requirements of the coming 
months from existing funds and fixed credit commit-
ments". However, a comprehensive package of 
measures to secure liquidity is being implemented to 
counteract this, including the use of government aid 
programmes that were set up to cushion the crisis. Ul-
timately, the management is confident that it can 
master this task. 
 

Medium-term planning  
The company itself is aiming for a strong increase in 
both sales and the EBITDA margin in the medium 
term. At the beginning of 2019 ‒ i.e. before the slump 
in the automotive sector in Europe and China and the 
Covid-19 crisis ‒ management had set itself the target 
of growing by 4.5 percent p.a. until 2023, increasing 
sales by EUR 100 m from EUR 400 to 500 m. At the 
same time, according to planning, the adjusted 
EBITDA margin was expected to rise to over 10 per-
cent, which would have corresponded to an adjusted 
EBITDA of EUR 50 m and thus almost doubled the 
operating profit at the time. About half of this growth 
was expected to come from new orders from China. 
Furthermore, the management expected additional 
orders in the Plastics/SMC area from North America. 
These plans have been upset by developments in re-
cent months and last year, but in our opinion, they 
still represent a best-case scenario for the period up to 
2025.  
 

Long-term sales development 
For the period after 2021, we generally see a positive 
sales trend. In the Acoustics, Plastics and Materials di-
visions, the company is dependent on the commercial 
vehicle sector in Europe, which is currently experienc-
ing weak growth. IHS Markit expects a strong recov-
ery in 2023 and 2024. However, we are more con-
servative in this respect and expect only a slight recov-
ery in the market for the time being.  
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From 2022 growth from cross-selling  
From 2022 on, on the other hand, we expect an addi-
tional growth spurt of 2 percentage points per year in 
all segments except North America in order to better 
reflect the additional sales potential resulting from 
newly developed products and cross-selling. 
 

Growth in North America and China 
Following the opening of the third production facility 
last year, the introduction of injection moulding tech-
nology, excellent figures for the fourth quarter of 2019 
and full capacity utilisation of the production facilities 
at this time, we have raised our sales forecast for the 
China segment and now expect sales to grow to ap-
proximately EUR 75 m by 2023. We are also very op-
timistic about the North America segment, emerging 
in the medium term. The major order announced in 
December 2019 will generate additional annual sales 
of EUR 20 to 30 m in the medium term and high 
growth rates as a result of winning new customers in 
the commercial vehicle and passenger car sectors.  
 

No change in margin 
With regard to margin development, we are sticking 
to our long-term EBITDA target margin of 7.3 per-

cent, which corresponds to a target EBIT margin of 
4.0 percent, but we do see potential for improvement 
beyond this if the dynamic development in the USA 
and China continues. Of particular importance for 
long-term profitability in this context will be the cur-
rently still unknown profitability of the sales planned 
for the USA. The table on the previous page shows the 
development of the most important cash flow data re-
sulting from these premises in the detailed forecast pe-
riod until 2027. Further details on the balance sheet, 
income statement and cash flow can also be found in 
the Annex. 
 

Safety discount for terminal value 
At the end of the detailed forecast period, we continue 
to apply a safety margin discount of 25 percent (to 3.0 
percent) on the EBIT margin to calculate the terminal 
value and calculate subsequently with a perpetual cash 
flow growth of 1.0 percent. 
 

Discount rate 8.2 percent  

We discount the free cash flows resulting from these 
assumptions with WACC (Weighted Average Cost of 
Capital) at an interest rate on borrowed capital of 6.0 
percent. The cost of equity is determined using the 

m Euro 12 2020 12 2021 12 2022 12 2023 12 2024 12 2025 12 2026 12 2027 

Sales 327.6 349.2 384.0 403.0 421.9 442.5 465.3 490.4 

Sales growth -9.7% 6.6% 10.0% 4.9% 4.7% 4.9% 5.1% 5.4% 

EBIT margin -3.5% -0.1% 1.7% 2.6% 3.3% 3.6% 3.8% 4.0% 

EBIT -11.6 -0.4 6.5 10.5 14.0 15.9 17.7 19.6 

Tax rate 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 29.0% 

Adjusted tax payments 1.5 1.5 1.9 3.0 4.1 4.6 5.1 5.7 

NOPAT -13.1 -1.9 4.6 7.4 9.9 11.3 12.6 13.9 

+ Depreciation & Amortisation 18.7 18.0 18.0 17.3 16.7 16.4 16.2 16.1 

+ Increase long-term accruals 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

+ Others 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Gross operating cash flows 5.6 16.1 22.6 24.7 26.7 27.7 28.8 30.1 

- Increase Net Working Capital 4.5 1.6 -2.2 -1.2 -1.2 -1.3 -1.5 -1.6 

- Investments in fixed assets -14.0 -18.0 -13.1 -13.7 -14.3 -15.0 -15.8 -16.7 

Free cash flow -3.9 -0.3 7.3 9.8 11.1 11.3 11.5 11.8 

SMC valuation model         
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Capital Asset Pricing Model (CAPM). Our risk-free 
interest rate is ‒ at 1.0 percent ‒ the long-term average 
of the German current yield and for the market risk 
premium we use an above-average value of 6.5 percent 
(the past-based average market risk premium used for 
Germany in 2019 was 5.7 percent, source: Pablo Fer-
nandez, Mar Martinez and Isabel F. Acin: Market 
Risk Premium and Risk-free Rate used for 69 coun-
tries in 2019: a survey). Combined with a beta of 1.5 
and a target debt ratio of 40 percent, this results in a 
WACC rate of 8.2 percent. 
 

Target price: EUR 7.00 per share  
In our favourite scenario (perpetual growth 1.0 per-
cent, WACC 8.2 percent), these assumptions add up 
to a market value of equity of EUR 41.2 m. This cor-
responds to EUR 6.90 per share, from which we de-
rive a price target of EUR 7.00. On this basis, we cur-
rently see a price potential of more than 100 percent. 
 

High estimation risk  

In addition to the fundamental fair value calculation, 
we assess the estimation risk on a scale from 1 point 
(very low) to 6 points (very high). The valuation of 
the company is heavily dependent on the manage-
ment's ability to reduce the material and personnel 
cost ratio and, in particular, to make the Acoustics seg-
ment so profitable that the company's overall profita-
bility approaches the industry average. The second 
major value driver is the development of sales in the 

high-margin Chinese business, which could deliver a 
pleasant or an unpleasant surprise. In addition, the US 
business offers considerable potential, although this is 
currently still difficult to assess (especially in terms of 
profitability). On balance, we therefore classify the 
forecast risk at 6 points as above average at the mo-
ment, especially since the development of the sector is 
subject to a high degree of uncertainty for the foresee-
able future due to Covid-19. 
 

Sensitivity analysis 
For our sensitivity analysis, we have varied the input 
parameters WACC and perpetual growth. The calcu-
lated fair value lies between EUR 3.40 per share in the 
most restrictive case (WACC of 9.2 percent and per-
petual growth of 0 percent) and EUR 12.90 in the 
most optimistic case. 
 

Sensitivity 

analysis 
Perpetual cash flows growth 

WACC 2.0% 1.5% 1.0% 0.5% 0.0% 

7.2% 12.90 11.50 10.40 9.40 8.60 

7.7% 10.50 9.40 8.50 7.70 7.00 

8.2% 8.50 7.60 6.90 6.20 5.60 

8.7% 6.80 6.10 5.50 4.90 4.40 

9.2% 5.30 4.70 4.20 3.80 3.40 
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Conclusion 

When STS Group went public in mid-2018, manage-
ment was confident that after a short period of inte-
gration, new products and international expansion 
would enable the company to catch up within a few 
years with more profitable competitors in terms of 
both sales and profitability. 
 
Subsequently, the company has repeatedly achieved 
major successes, such as expansion in China with the 
successful acquisition of new customers, the forth-
coming market entry in the USA, underpinned by 
major orders, and the development and marketing of 
niche products in the e-mobility sector.  
 
Overall, however, the Group has not yet managed to 
take a decisive step forward. One reason for this was 
the declining demand situation in the commercial ve-
hicle sector in Europe and China. The negative trend 
in registrations that became apparent in Europe at the 
beginning of 2019 was not only confirmed, but even 
intensified over the year. On the other hand, the suc-
cesses from the targeted cross-selling between the 
Acoustics and Plastics segments have so far been lim-
ited. 
 
The difficult market conditions led to a sharp drop in 
sales of 9.6 percent last year, which caused a double-
digit net loss of EUR 12.1 m. 
 
The current year will not bring any improvement due 
to the distortions of the Covid-19 crisis. Instead, due 
to necessary restructuring costs, a further slump in 
sales and a net loss for the year of a similar magnitude 
to 2019 is expected. One of management's fast-acting 
cost-cutting measures to counteract this during the 
crisis was the introduction of short-time working. For 
the rest of the year, the focus will be on fixed costs and 

liquidity, and the company is also applying to partici-
pate in government aid programmes. 
 
In our opinion, the strong order situation in China 
and the successes in order acquisition on the American 
continent are encouraging and promising for the fu-
ture. In the medium term, the company should also 
benefit from the synergies resulting from the integra-
tion of the competences located in the company divi-
sions. Cross-selling, the development of integrated 
products and the use of economies of scale in corpo-
rate functions are all expected to have a positive effect 
on sales and margins, albeit one that is currently diffi-
cult to quantify. 
 
In conclusion, the company is currently still at the be-
ginning of a long-term process of growth and effi-
ciency improvement and still subject to considerable 
uncertainty.  
 
However, the recent successes in order acquisition, to-
gether with additional successes we assume to be 
achieved in the near future, will be reflected in 
stronger revenue development in the medium term. 
We expect this development to go along with higher 
margins. We have represented this in our model and 
determined a fair value of EUR 7.00 per share despite 
a conservative approach. Based on a price potential of 
more than 120 percent, we rate the share as a "specu-
lative buy", with the speculative character resulting 
primarily from the fact that the value of the company 
depends to a large extent on margin improvements in 
the future and the company's success in China. In ad-
dition, the Covid-19 crisis currently poses an in-
creased risk for the company's further development. 
 



 

 

Research report STS Group AG May 4th, 2020 

Annex I: Balance sheet and P&L estimation page 26 

  

Annex I: Balance sheet and P&L estimation 

Balance sheet estimation 

m Euro 12 2019 12 2020 12 2021 12 2022 12 2023 12 2024 12 2025 12 2026 12 2027 

ASSETS          

I. Total non-current 136.4 131.8 131.8 126.8 123.2 120.8 119.5 119.1 119.6 

1. Intangible assets 23.8 23.4 23.0 21.5 20.4 19.6 18.9 18.5 18.3 

2. Tangible assets 102.9 98.7 99.1 95.6 93.1 91.6 90.8 90.9 91.7 

II. Total current assets 120.0 110.2 110.9 121.5 132.3 145.1 161.0 178.0 196.2 

LIABILITIES          

I. Equity 68.6 53.2 49.0 51.6 57.2 65.4 75.1 86.2 98.7 

II. Accruals 21.8 24.8 27.8 27.8 27.8 27.8 27.8 27.8 27.8 

III. Liabilities          

1. Long-term liabili-

ties 
33.3 33.3 33.3 33.3 33.3 33.5 34.8 36.4 38.1 

2. Short-term liabili-

ties 
132.8 130.7 132.6 135.7 137.3 139.2 142.8 146.7 151.2 

TOTAL 256.5 242.0 242.6 248.3 255.6 265.9 280.5 297.1 315.8 

 
 

P&L estimation  

m Euro 12 2019 12 2020 12 2021 12 2022 12 2023 12 2024 12 2025 12 2026 12 2027 

Sales 362.8 327.6 349.2 384.0 403.0 421.9 442.5 465.3 490.4 

Total operating reve-

nues 
369.6 327.6 349.2 384.0 403.0 421.9 442.5 465.3 490.4 

Gross profit 160.3 145.1 153.7 168.9 177.3 185.6 194.7 204.7 215.8 

EBITDA 17.6 13.1 20.6 24.5 27.8 30.8 32.3 33.9 35.7 

EBIT -6.5 -11.6 -0.4 6.5 10.5 14.0 15.9 17.7 19.6 

EBT -9.9 -14.4 -3.2 3.8 7.8 11.6 13.6 15.6 17.7 

EAT (before minori-

ties) 
-12.1 -15.4 -4.2 2.7 5.6 8.2 9.7 11.1 12.6 

EAT -12.1 -15.4 -4.2 2.7 5.6 8.2 9.7 11.1 12.6 

EPS  -2.02 -2.57 -0.71 0.44 0.93 1.37 1.61 1.85 2.09 
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Annex II: Cash flows estimation and key figures 

Cash flows estimation 

m Euro 12 2019 12 2020 12 2021 12 2022 12 2023 12 2024 12 2025 12 2026 12 2027 

CF operating 36.6 10.7 18.2 21.3 24.5 26.6 27.6 28.8 30.2 

CF from investments -15.0 -14.0 -18.0 -13.1 -13.7 -14.3 -15.0 -15.8 -16.7 

CF financing -35.6 -2.9 -2.9 -2.9 -2.9 -2.4 0.2 0.6 0.9 

Liquidity beginning of 

year 
33.2 17.2 11.0 8.4 13.8 21.7 31.6 44.3 57.9 

Liquidity end of year 17.2 11.0 8.4 13.8 21.7 31.6 44.3 57.9 72.3 

 
 

Key figures 

percent 12 2019 12 2020 12 2021 12 2022 12 2023 12 2024 12 2025 12 2026 12 2027 

Sales growth -9.6% -9.7% 6.6% 10.0% 4.9% 4.7% 4.9% 5.1% 5.4% 

Adj. EBITDA margin 4.9% 4.0% 5.9% 6.4% 6.9% 7.3% 7.3% 7.3% 7.3% 

EBIT margin -1.8% -3.5% -0.1% 1.7% 2.6% 3.3% 3.6% 3.8% 4.0% 

EBT margin -2.7% -4.4% -0.9% 1.0% 1.9% 2.7% 3.1% 3.4% 3.6% 

Net margin (after mi-

norities) 
-3.3% -4.7% -1.2% 0.7% 1.4% 1.9% 2.2% 2.4% 2.6% 
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sc-consult GmbH Phone: +49 (0) 251-13476-94 
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Dr. Bastian Brand, Dipl.-Kfm. Holger Steffen 
  

Charts  

The charts were made with Tai-Pan (www.lp-software.de). 
 
 
 

Disclaimer 
 

Legal disclosures (§85 of the German Securities Trading Act (WHPG), MAR, Commission Delegated Regulation (EU) 

2016/958 supplementing Regulation (EU) No 596/2014) 

 
The company responsible for the preparation of the financial analysis is sc-consult GmbH based in Münster, 
currently represented by its managing directors Dr. Adam Jakubowski and Holger Steffen, Dipl.-Kfm. The sc-
consult GmbH is subject to supervision and regulation by Federal Financial Supervisory Authority (Bundesan-
stalt für Finanzdienstleistungsaufsicht), Lurgiallee 12, D-60439 Frankfurt and Graurheindorfer Strasse 108, D-
53117 Bonn. 

 

I) Conflicts of interests 

 
Conflicts of interests, which can arise during the preparation of a financial analysis, are presented in detail 
below: 
 
1) sc-consult GmbH has prepared this report against payment on behalf of the company  
 
2) sc-consult GmbH has prepared this report against payment on behalf of a third party 
 
3) sc-consult GmbH has submitted this report to the customer or the company before publishing 
 
4) sc-consult GmbH has altered the content of the report before publication due to a suggestion of the customer 
or the company (with sc-consult GmbH being prepared to carry out such an alteration only in case of reasoned 
objections concerning the quality of the report) 
 
5) sc-consult GmbH maintains business relationships other than research with the analyzed company (e.g. in-
vestor-relations services) 
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6) sc-consult GmbH or persons involved in the preparation of the report hold shares of the company or deriv-
atives directly related 
 
7) At the time of the publication of the report, sc-consult GmbH or persons involved in the preparation of the 
report are in the possession of a net short position exceeding a threshold 0.5% of the total issued share capital 
of the issuer, which was calculated in accordance with the article 3 of the regulation (EU) No. 236/2012 and 
with chapters III and IV of the Commission Delegated Regulation (EU) No. 918/2012 (6).  
 
8) At the time of the publication of the report, sc-consult GmbH or persons involved in the preparation of the 
report are in the possession of a net long position exceeding a threshold 0.5% of the total issued share capital 
of the issuer, which was calculated in accordance with the article 3 of the regulation (EU) No. 236/2012 and 
with chapters III and IV of the Commission Delegated Regulation (EU) No. 918/2012 (6). 
 
9) At the time of the publication of the report, the issuer holds holdings exceeding 5 % of its total issued share 
capital in the sc-consult GmbH 
 
10) sc-consult GmbH has included the company’s shares in a virtual portfolio managed by sc-consult GmbH 
 
Following conflicts of interests occurred in this report: 1), 3), 4) 
 
Within the framework of compliance regulations, sc-consult GmbH has established structures and processes 
for the identification and disclosure of conflicts of interests. The responsible compliance representative is cur-
rently managing director Dipl.-Kfm. Holger Steffen (e-mail: holger.steffen@sc-consult.com). 
 

II) Preparation and updating 

 
The present financial analysis was prepared by: Dr. Bastian Brand 
 
Participants in the preparation of the present financial analysis: Dipl.-Kfm. Holger Steffen 
 
The present analysis was finished on 04.05.2020 at 7:30 and published on 04.05.2020 at 7:40.  
 
For the preparation of its financial analyses, the sc-consult GmbH uses a five-tier rating scheme with regard to 
price expectation in the next twelve months. Additionally, estimation risk is quantified on a scale from 1 (low) 
to 6 (high). The ratings are as follows: 
 

Strong Buy We expect an increase in price for the analyzed financial instrument by at least 10 per-
cent. We assess the estimation risk as below average (1 to 2 points).  

Buy We expect an increase in price for the analyzed financial instrument by at least 10 per-
cent. We assess the estimation risk as average (3 to 4 points). 

Speculative 
Buy 

We expect an increase in price for the analyzed financial instrument by at least 10 per-
cent. We assess the estimation risk as above average (5 to 6 points). 

Hold We expect that the price of the analyzed financial instrument will remain stable (between 
-10 and +10 percent). The forecast risk (1 to 6 points) has no further impact on the 
rating. The rating “hold” is also used in cases where we perceive a price potential of more 
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than 10 percent, but explicitly mentioned temporary factors prevent a short-term reali-
zation of the price potential. 

Sell We expect that the price of the analyzed financial instrument will drop by at least 10 
percent. The forecast risk (1 to 6 points) has no further impact on the rating. 

 
The expected change in price refers to the current share price of the analyzed company. This price and any 
other share prices used in this analysis are XETRA closing prices as of the last trading day before publication. If 
the share is not traded on XETRA, the closing price of another public stock exchange is used with a separate 
note to that effect.  
 
The price targets published within the assessment are calculated with common methods of financial mathemat-
ics, especially with the DCF (discounted cash flow) method, the sum of the parts valuation and a peer group 
analysis.  The valuation methods are affected by economic framework conditions, especially by the development 
of the interest rates. 
 
The rating resulting from these methods reflects current expectations and can change anytime subject to com-
pany-specific or economic changes.  
 
More detailed explanations of the models used by SMC Research can be found at: 
http://www.smc-research.com/impressum/modellerlaeuterungen 
 
An overview of the recommendations prepared and distributed by SMC Research in the last 12 months can be 
found at: http://www.smc-research.com/publikationsuebersicht 
 
In the past 24 months, sc-consult GmbH has published the following financial analyses for the company: 
 

Date Rating Target price Conflict of interests 
12.03.2020 Speculative Buy 7.50 Euro 1), 3), 4) 

13.01.2020 Speculative Buy 10.00 Euro 1), 3), 4) 

19.11.2019 Speculative Buy 10.00 Euro 1), 3), 4) 

10.10.2019 Speculative Buy 10.00 Euro 1), 3), 4) 

14.08.2019 Speculative Buy 10.00 Euro 1), 3), 4) 

21.05.2019 Speculative Buy 14.10 Euro 1), 3) 

15.04.2019 Speculative Buy 15.10 Euro 1), 3), 4) 

 
In the course of the next twelve months, sc-consult GmbH will presumably prepare the following financial 
analyses for the company: two updates and up to three comments  
 
The publishing dates for the financial analyses are not yet fixed at the present moment. 
 
 
Exclusion of liability 

Publisher of this report is sc-consult GmbH. The publisher does not represent that the information and data 
contained herein is accurate, complete and correct and does not take the responsibility for it. This report has 
been prepared under compliance of the German capital market rules and is therefore exclusively destined for 
German market participants; foreign capital market rules were not considered and are in no way relevant. Fur-
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thermore, this report is only for the reader’s independent and autonomous information and does not constitute 
or form part of an offer or invitation to purchase or sale of the discussed share. Neither this publication nor any 
part of it form the basis for any contract or commitment whatsoever with respect to an offering or otherwise. 
Investing in shares, bonds or options always involves a risk. If necessary, seek professional advice. 
 
This report has been prepared using sources believed to be reliable and accurate. However, the publisher does 
not represent that the information and data contained herein is accurate, complete and correct and does not 
take the responsibility for it. The opinions and projections contained in this document are entirely the personal 
opinions of the author at a specific time and are subject to change at any time without prior notice. Neither the 
author nor publisher accept any responsibility whatsoever for any loss however arising from any use of this 
report or its contents. By accepting this document, you agree to being bound by the foregoing instructions. 
 
 
Copyright 

The copyright for all articles and statistics is held by sc-consult GmbH, Münster. All rights reserved. Reprint, inclu-
sion in online services and Internet and duplication on data carriers only by prior written consent. 

 


