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STOCKS 2016 

December 9th, 2015 

Dear investor, 

In your hand, you hold the guide Stocks 2016. In this guide we’ll discuss our favorite shares for the new 

exchange year. But before we dive into that, let’s briefly recap the past year. 

At the time of writing (December 9th, 2015), exchange year 2015 seems to be a promising year for many 

European stock markets. Since the start of this year, the AEX has risen 4%, excluded dividend. The 

German stock market index rose approximately 8%. 

The American Dow Jones-index as well as the S&P500’s balance barely moved this year. Nevertheless, 

European investors in American shares could profit from a favorable valuta-effect. This year, the dollar 

increased its worth with 10% in regards to the euro. 

Aforementioned valuta-effect partially explains the relatively good performance of the European stock 

exchange markets and the relatively bad performance of the American stock exchange market. If at any 

given time the dollar would lose power to the euro and other currencies, it should be expected of 

American shares to bode well. 

Besides, a weaker dollar or, in other words, a stronger euro are certainly not a foregone conclusion. 

Professional bank Goldman Sachs even assumes that at the end of 2016 there will be parity, a situation 

where one euro is equal to one dollar. This assumption would imply that the euro will lose another 9% this 

upcoming year in regards to the dollar. 

8 promising stocks for the 2016 exchange year 

In this guide you’ll find thorough analyses of 8 promising stocks. Nice to know: we’ve looked with special 

interest to so-called value-stocks, since these type of stocks in scientific studies has shown to 

continuously perform above average. We would like to bring your attention to the following points... 

The first focus is that not each share that can be seen as a value-stock actually performs above average. 

Diversification is the answer to this individual share risk. A well diversified stock portfolio existing from 20 

to 25 different stocks implies that individual positions are preferably limited to a maximum of about 5% of 

one portfolio. 

The second focus is that diversified investments in value-stocks don’t always result in outperformance. 

Value-stocks sometimes don’t take one year, sometimes even longer, of the exchange market into 

accounts. Also, sometimes it happens that the exchange markets that are reported show a negative rate 

of return, when the exchange markets perform even worse. 

In the long term, a positive and above average rate of return can be expected from the diversified 

investments in value-stocks. Thorough, an investment horizon of 5 years minimum suffices to answer the 

short-term insecurities that come with investing. 

For the upcoming exchange year, we tried our best in selecting 8 promising stocks. Of each selection, 

we’ll present a structured, clear analysis. Obviously, there are no guarantees, but we certainly don’t 

exclude that these selections will give you a nice rate of return. We wish you the best time reading these 

analyses of our favorites from the upcoming exchange year as well as a prosperous and healthy 2016! 

Kind regards, 

drs. Hendrik Oude Nijhuis 

Founding partner 

Kingfisher Capital 
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PS: In our analyses, at the heading ‘Competitive position’ we always enter a number of asterisks (*). This 

is to show our estimation of the strength of the competitive advantage of the described company. 

Companies we’ve given one asterisk (*), in our eyes, have a relatively weak competitive position or that 

the position needs more time to prove itself. Companies we’ve given five asterisks (*****), in our eyes, 

have a very strong competitive position.  

Disclosure: shares discussed in this report are own account shares of Michael Kors Holdings, Polaris 

Industries, The Priceline Group, Thor Industries, United Technologies Corporation en W.W. Grainger. 
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ARCADIS (ARCAD) 

 

 

Price EUR 21,33 EBIT EUR 203 million 

Market Cap EUR 1.9 billion Enterprise Value EUR 2,2 billion 

Exchange Euronext Amsterdam Earnings Yield 9,1% 

Price-Earnings Ratio 20,7 Dividend 2,8% 

Net Asset Value EUR 41,50 Price potential 95% 

Price high/low last year 31,37 / 19,86 Buy until: EUR 30,- 

ISIN code NL0006237562 Sector Consulting- and 
engineering 

Website http://www.arcadis.com Date of analysis December 9th, 2015 

 

BUSINESS MODEL 

Engineering firm Arcadis is globally active in spatial planning and the environment, from both government 

contracts as well as private parties. The activities are focused on consulting, design and research. An 

example where Arcadis is involved with is a project in Groningen. Arcadis occupies itself with coming up 

with solutions to collateral damage resulted from an earthquake that’s caused by the drill operations for 

natural gas. 

Another project where Arcadis was involved concerns the BIG-U project in the United States of America. 

This project encompasses a state-of-the-art protected embankment of 16 kilometres in New York City. 

This embankment should ensure that the next hurricane that’s more powerful and destructive that 

Hurricane Sandy in 2012 won’t be able to make as much damage. Less in the spotlights, but very 

important to Arcadis are her American activities on the field of energy, the mining industry and chemistry, 

especially the environmental aspects of it. 

Even though a lot of European shares of this year (2015) performed well, Arcadis dropped some in price. 

Because the issues in the Americas - we’ll dig deeper into these shortly - seem temporary, we’re 

convinced that you can add some nice Dutch Glory to your portfolio with Arcadis shares. 

 

COMPETITIVE POSITION ( RATING: * * * ) 

The competitive position of Arcadis is to be seen as quite good. The company is active on a global level, 

has scalability and strong customer relations. 

Throughout the entire lifecycle of assets like buildings, tunnels and water purification systems, Arcadis 
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can add value. Furthermore, Arcadis has extensive industry knowledge. The secret sauce, like chairman 

McArthur calls it, is the way Arcadis applies this knowledge globally and sees the relationships between 

them. Because of this, Arcadis got the projectmanagement of a 1 kilometer-high Kingdom Tower in 

Saudi-Arabia. For this, Arcadis brings it expertise of high buildings from the USA, project management 

expertise from EC Harris (acquired in 2011) as well as local knowledge. If necessary, Arcadis is capable 

of gathering more knowledge. 

Regarded as consulting- and engineering firm, Arcadis is the market leader in Europe. The company has 

a strong position in South-America and is market leader in Asia. Globally, Arcadis is among the top 10 of 

related companies. Some competitors are Jacobs Engineering Group, Fluor Corporation, URS 

Corporation and Royal Haskoning. 

 

COMPANY FIGURES, RATIOS AND VALUATION 

The stock exchange worth of Arcadis is EUR 1.9 billion, number of employees over 27.000 and the 

revenue and profit, respectively, EUR 2.6 billion and EUR 91.6 million. 

There’s EUR 178.3 million of cash availability and the long-term debt is at EUR 500.5 million. Arcadis 

strengthened its bottom-line last year by expanding the outstanding shares with 10%. This bottom-line 

strengthening was desirable due to an acquisition of approximately half a billion. 

In terms of valuation, we assumed a normalised rate of return on equity of 16.5% and a dividend payout 

ratio of ~43%. These percentages are aligned with the past and with the analyst prognoses for the 

upcoming years. 

Based on the aforementioned assumptions, we estimate the net asset value (NAV) of Arcadis at EUR 

41/50/share. Approximately 95% over the current share price and why we can label Arcadis as 

attractively valued. 

 
RISKS & THREATS 

Arcadis benefits of trends such as (increased attention to) durability, mobility, climate change and 

urbanization. Because of these trends, the goal to organically increase revenue with 5£ year-over-year 

seems realistic. 

Acquisitions are another opportunity. Through a series of acquisitions Arcadis is now active on 6 of the 7 

continents.The most noteworthy (due to a bidding war) and largest acquisition for Arcadis was that of 

British engineering firm Hyder last year. Added together, Arcadis spent half a billion euros on acquisitions 

the past year, which is equal to the amount of added revenue. 

Another opportunity is about growth in upcoming markets. Upcoming markets are good for about a 

quarter of Arcadis’ revenue, largely obtained due to acquisitions. Especially in the Middle East, South-

America and Asia, Arcadis has strong market positions. 

Some points. We notice that North-America is 38% of the revenue, followed by the upcoming markets 

(28%), the European mainland (19%), England (14%) and Australia (3%). This diversification can make 

valuta-effects impact the results heavily. 

In the United States Arcadis struggles with revenue pressure, although the company predicts recovery 

due to some executed adjustments such as a sharpened focus on projects that Arcadis wants to win in 

any case. The common denominator of these difficult market conditions in the United States are 

government uts. An indirect consequence of this is that the competition in the private sector has 

intensified.  
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Another point we didn’t want to go unnoticed is about Brasil (6% of revenue). De Brasil revenue is under 

pressure. In this country, Arcadis is dealing with the consequences of a wide-scale bribery scandal at 

State Oil Concern Petrobràs. Arcadis themselves have no activities regarding oil and gas in Brazil, but 

because of this scandal, assignments and contracts are being delayed in various industries which affects 

Arcadis. We notice that integrity is highly valuated at Arcadis and, because of that, might actually profit 

from the bribery scandals. 

 

MANAGEMENT 

We’re definitely favorable about the growth-focused management of Arcadis. The Scotsman Neil 

McArthur (1961, total compensation last year: EUR 1.7 million) has been chairman since 2012. 

McArthur studied at the University of Glasgow and is civil and architectural engineer and also has an 

MBA he got at the INSEAD Business School in France. Before McArthur joined the Arcadis board in 2011 

he was working as a project manager at Shell International Petroleum in the Netherlands and Qatar. 

In closure, the naam Heidemij changed to Arcadis, derived from Arcadia, in 1997, after the acquisition of 

NS-engineer firm Articon. According to Greek mythology, Arcadia is the nicest place on earth to live. 
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KONINKLIJKE VOPAK (VPK) 

 

 

Price EUR 36,31 EBIT EUR 394 million 

Market Cap EUR 4.8 billion Enterprise Value EUR 7.4 billion 

Exchange Euronext Amsterdam Earnings Yield 5,3% 

Price-Earnings Ratio 17,8 Dividend 2,4% 

Net Asset Value EUR 50,- Price potential 38% 

Price high/low last year 54,32 / 34,01 Buy until: EUR 38,- 

ISIN code NL0000393007 Sector Oil storage 

Website http://www.vopak.com Date of analysis December 9th, 2015 

 

BUSINESS MODEL 

Koninklijke Vopak (Vopak) specializes in storage and transshipment of liquid and gaseous products like 

crude oil, gasoline, diesel, kerosene, gas, naphtha (petroleum distillate), chemicals, biofuels and liquid 

natural gas. The biggest part of the revenue is achieved through the renting of storage tanks and the 

pumping to and from the tanks. The Netherlands is good for a third of the storage capacity. Asia likewise 

for a third while the rest of Europe, Africa and America together make up the rest, also a third. 

Vopak operates 74 storage terminals in 27 countries and is the world’s largest independent tank storage. 

Even though recent numbers were aligned with expectations, the occupation in Asia seems to be under 

pressure (later more about that). For investors, the disappointing capacity utilization in Asia was reason to 

bargain sale the Vopak shares: vopak shares lost the past 6 months about 20%. 

 

COMPETITIVE POSITION ( RATING: * * ) 

Scalability and especially the strong worldwide network make Vopak an attractive party to do business 

with, especially for big customers. Working with Vopak, the need to close contracts with smaller tank 

storage companies who are often far less geographically distributed decreases. 

Strategically placed terminals alongside the world’s most important shipping routes are a clear 

competitive advantage of Vopak as well as the knowledge about storage and transport that the company 

has gathered since 1616 (!). Furthermore, Vopak has a good reputation regarding safety and environment 

what could be an extra reason for potential clients to do business with Vopak. 

Among the competitors are Alexander & Baldwin, Brammer, Chemoil Energy Limited, Oiltanking Partners, 

Kinder Morgan Energy Partners, Buckeye Partners and Nustar Energy. 
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COMPANY FIGURES, RATIOS AND VALUATION 

The exchange price of Vopak is EUR 4.8 billion and the revenue and profit respectively EUR 1.3 billion 

and EUR 250.4 million. There is EUR 182 million cash availability while the debt service is at EUR 2.8 

billion. We notice that Vopak is generating a stable cash flow that is fairly predictable due to long-term 

contracts. Over half of the revenue is from contracts 3 years or longer. 

Based on the profitability, we valuate Vopak at EUR 50,-/share. This estimation is exactly aligned with the 

price target from business bank UBS but a little bit higher than the price targets handled by SNS 

Securities (EUR 44.50) and ABN AMRO (EUR 43,-). Our estimation of the net asset value (NAV) implies 

an upside potential of ~40%. 

 

RISKS & THREATS 

Vopak plans to expand their global terminal capacity from 31 million m³ at the end of 2013 to 37 million m³ 

at the end of 2018. This especially concerns extra capacity in Asia.  

The future seems bright for Vopak because of the increasing distance between commodity production on 

one hand and industrial activities on the other. Or, in other words, a greater distance between supply and 

demand where increasingly large ships are deployed to transport. Other than more storage capacity, this 

demands more advanced technology in the ports for on- and offloading liquids and gasses. 

Regarding threats, we noticed that Vopak is obviously dependent on the development of the global 

economy, of (local) judicial and environmental regulates, commodity prices and the interest rate making it 

more or less attractive to store products. Also, the chance at oil pollution or a fire is part of the risks 

although Vopak is known as an organization with strict security protocols.  

Another point of focus we want to stress is Asia. In this continent, the occupancy rate of Vopak terminals 

was high and stable for a long time with an occupancy rate at about 95%. But the demand for storage 

terminals, especially in China, experienced a slower growth. Because of this, Vopak’s Asian occupancy 

rate in the final quarter or last year (2014) declined to 93%, to 90% in the first quarter of 2015. In the 

second quarter, the occupancy rate was down to 85%. Although investors worry about the Asian 

economic developments, especially China, the expectations are still steadfastly positive. 

The occupancy rate of the terminals also experiences some form of cyclicity due to backwardation and 

contango. With backwardation, the price of delivery is currently higher than the price of delivery in a set 

number of months. With contango the opposite is the case and prices of the forward contract are above 

the nominal price. With the decline of the oil price and years of backwardation, there is now a contango 

station where the price of delivery in the future will be higher than the price of delivery now. This is more 

attractive for merchants and companies to keep storing oil which is also beneficial to Vopak. Furthermore 

it's been noted that both backwardation as well as contango are equally lengthy in effect. 

 

MANAGEMENT 

We’re pleased with the Vopak management. Specific efforts are made to generate free cash flow and 

there is a lot of attention to productivity- and efficiency improvements of the organization aiming to 

structurally lower the costs approximately EUR 30 million starting in 2016. 

Chairman since 2011 is Eelco Hoekstra (total yearly compensation: EUR 1.4 million). Mr. Hoekstra is 44, 

making him one of the youngest CEOs of publicly traded Dutch organizations. Mr. Hoekstra is known as a 

modest yet passionate person. Between 2003 and 2011 Mr. Hoekstra filled various positions for Vopak in 

the United Arab Emirates, Argentina and Singapore. 
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MICHAEL KORS HOLDINGS (KORS) 

 

 

Price USD 42,74 EBIT USD 1.3 billion 

Market Cap USD 7.7 billion Enterprise Value USD 7.4 billion 

Exchange NYSE Earnings Yield 17,7% 

Price-Earnings Ratio 10 Dividend - 

Net Asset Value USD 88,- Price potential 106% 

Price high/low last year 78,55 / 36,63 Buy until: USD 64,- 

ISIN code VGG607541015 Sector Fashion 

Website http://www.michaelkors.com Date of analysis December 9th, 2015 

 

BUSINESS MODEL 

Michael Kors is a luxury fashion brand. Besides handbags, the assortment also contains shoewear, 

wallets, watches, jewelry, (sun)glasses, swimwear, ties and perfumes. They don’t only design, produce, 

market and distribute these, they also lend their name to third-parties for which they receive royalty 

checks. Furthermore, they generate revenue through their own branch as well as wholesaling. That 

wholesale target luxury department stores but also on Michael Kors-branches run by third-parties 

(concerning the branches in the Middle East, South-America and Asia). 

Investors are worried about Michael Kors’ declining growth of identical store purchases in North-America. 

We believe these worries are exaggerated (which will further explain in Risk Threat). Although, after last 

year’s solid price fall the necessary precautions have been taken and have been taken into account, we 

consider it advisable to limit an eventual position in Michael Kors to a couple of percentages of the 

portfolio. This because of the fashion risk (sometimes a collection is well received, other times it might 

not). 

 

COMPETITIVE POSITION (RATING: * * ) 

Michael Kors is a global lifestyle brand and focuses on the fashionable consumer. The target 

demographic are people between 25-54 years old with an annual income over USD50.000. 

We believe the competitive position to be reasonable. The organization is making efforts to extend the 

product range to gain market share, to increase brand affinity and is also spreading their activities 

geographically. We positively note that the brand is also very loved outside of the Americas. 

Michael Kors competes with brands such as Burberry, Gucci, Prada, Dolce & Gabbana, Longchamp, 
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Hermes, Chanel, Louis Vuitton, Kate Spade and Coach. 

 

COMPANY FIGURES, RATIONS AND VALUATION 

Michael Kors’ stock exchange worth is USD 7.7 billion and revenue and profit respectively USD 4.5 billion 

and USD 853.8 million. Virtually no debt with a USD 431.5 million cash availability. 

The net margin is a handsome 20,2% and rising. With a return on equity of ~45%, we can call the 

profitability excellent. 

The company wants to spend USD 1 billion to purchasing its own shares. Analysts predict a solid growth 

in profit over the next 5 years. The forward P/E (Price-Earnings ratio calculated with the expected profit of 

the upcoming year) of less than 10 is seen as attractive, especially considering the favorable growth 

prospects and the cash availability. 

We estimate Michael Kors’ net asset value (NAV) at USD 88/share. This estimate is based on supposed 

annual profit over the upcoming 5 years of 14% succeeded by 6% the next 5 years. 

 

RISKS & THREATS 

In addition to Michael Kors’ rollout of the successful American e Commerce activities in other countries, 

we see a lot of opportunities to expand the number of branches and international expansions. In the USA, 

the company has 320 branches, but the organisation itself sees room for 400. In Europe, Michael Kors 

thinks an expansion to 200 branches (from the current 111) plausible. In Japan, a doubling is expected: 

currently 42 and room for 100. 

There are currently 176 branches in the Middle East, South-America and Asia. As mentioned before, 

these are run by third parties. For these markets, the potential is estimated at 300 branches. The total 

market potential is estimated at about 1000 branches, while there are currently 650. 

The stock Michael Kors lost half of its worth this past year. Investors seem to be worried in the future 

proof-ability of the brand. This isn’t entirely unjustified. A lot of consumers like to possess items from a 

particular fashion brand because the masses cannot or hardly afford it. When these items are in 

everybody’s reach, this appeal disappears and these brands can quickly fall out of fashion. 

Because of this concern, we judge the steep discounts and expansion of the outlet stores as a risky 

strategy for Michael Kors. These offers might impel the revenue on the short-term, but the risk is that the 

brand will be tainted and thus have an adverse influence on the long-term revenue. 

Analysts are worried about the declining growth of identical store purchases in the Americas. But we 

notice that the number of branches in the Americas has recently increased. Taking into account these 

numerous additions of branches we don’t think it completely illogical that the identical store purchase are 

don’t increase as strongly. Furthermore, Michael Kors has successfully re-launched its eCommerce 

website the past year which resulted in a 73% increase in online revenue. This strong increase can also 

be an explanation to the faint growth of identical store purchases in the Americas: who has bought their 

items online is unlikely to make the same purchases in a physical store even though the online sales 

aren’t calculated with the identical store purchases. 

 

MANAGEMENT 

We can speak favorably about Michael Kors’ management. Chairman John Idol (56) was previously 

employed (between 1984 and 1997) under management positions for Ralph Lauren. Some criticism might 

be the sturdy compensation Mr. Idol collets. Last year, this was USD 15 million. 
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Regardless of aforementioned criticism, we’re still very favorable about Mr. Idol. He took on the role of 

chairman in 2003 when company was still not profitable and has since contributed greatly to the 

successful turnaround of Michael Kors. 

“The company wasn’t making any profit and probably wouldn’t exist anymore if we hadn’t bought it”, 

according to Mr. Idol about the 1981 founded fashion brand by Michael Kors. Mr. Idol bought Michael 

Kors in 2003 for USD 100 million together with the Hong Kong-based investment firm Sportsware 

Holdings. Previously, this investment firm had already been very successful with an earlier investment in 

another fashion brand: Tommy Hilfiger. 

Mr. Idol owns ~1% of the stocks and has collected over USD 400 million with the Michael Kors stocks 

which he has sold since the company went public. 
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POLARIS INDUSTRIES (PII) 

 

 

Price USD 98,04 EBIT USD 710,6 million 

Market Cap USD 6.4 billion Enterprise Value USD 6.5 billion 

Exchange NYSE Earnings Yield 10,9% 

Price-Earnings Ratio 13,9 Dividend 2,1% 

Net Asset Value USD 172 Price potential 75% 

Price high/low last year 158,24 / 95,77 Buy until: USD 130 

ISIN code US7310681025 Sector Off-road vehicles 

Website http://www.polaris.com Date of analysis December 9th, 2015 

 

BUSINESS MODEL 

Polaris Industries (Polaris) specializes in the design, development and production of so-called off-road 

vehicles (various kinds of quads) for functional as well as recreational use, snowmobiles and on-road 

vehicles (motorcycles). These products are sold through approximately 1.850 independent dealers in 

North-America and 1.450 dealers outside of that, mainly in Canada and Europe. 

The aforementioned offshore vehicles represent about 62% of the revenue and in this sport, Polaris is the 

market leader. Parts, clothing and accessories represent 17% of the revenue and snowmobiles another 

7%. The motorcycles sales represent 8% of the revenue with an expected growth of 55% to 70%. The 

remaining revenue of 7% is from adjacent markets like selling off-road vehicles to the military. 

About the vehicles produced by Polaris, do you think about the, sometimes electrically driven, vehicles 

like the ones used in amusement parks and zoos, resorts and golf courses? But do you also think about 

the quads for usage on farms or to reach difficult places like swamp areas? 

Polaris’ management pays close attention to the costs and regularly knows how to execute favorable 

acquisitions. Furthermore, there is a lot of attention towards innovated. Partly because of the good 

prospects, we label Polaris as an attractively valued quality company. 

 

COMPETITIVE POSITION (RATING: * * * ) 

Polaris’ competitive position is fairly good: good brands, patents and benefits of scale. Concerning the off-

road vehicles, the company is irrefutably the market leader. 

After Harley-Davidson who holds half of the American motorcycle market, Polaris is the second with 

brands such as Victory and Indian. Regarding snow scooters, Polaris also takes the second place and 
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knows how to gain market share. 

Competitors are companies like Honda, Yamaha, Suzuki, Mazda, Deere, Arctic Cat and BRP. We would 

like to stress that there are barely any switching costs: there’s hardly any downside for the consumer to 

switch from one product by a certain producer to another producer. This is also explains the importance 

of continued innovation: Polaris annually spends 4% of the revenue, which is about USD 200 million. 

 

COMPANY FIGURES, RATIOS AND VALUATION 

Polaris’ stock exchange worth is USD 6.4 billion and the revenue and profit respectively USD 5 billion and 

USD 480.1 million. The return on equity is very high: the past five year it averaged 59%. 

Polaris employs 8.100 people and because of the cash flow, their balance is pretty solid. There’s USD 

225.9 million of cash availability and USD 316.6 million in debt service. Analysts predict the profits to 

increase 15% year-over-year over the next 5 years. 

We assumed an annual profit of 15% for the upcoming 5 years, succeeded by 8% the following 5 years. 

With these assumptions, we estimate Polaris’ Net Asset Value (NAV) at USD 172/share which is about 

70% than the actual price level. 

 

RISKS & THREATS 

Polaris has made a lot of successful acquisitions and it’s expected that the company will do more in the 

future. The management also proposes to look for opportunities in the adjacent markets, like vehicles 

meant for the military. 

According to us, the two most obvious opportunities are motorcycles and international expansion. As of 

yet, motorcycles represent a small part of revenues (8%) but is increasing. Regarding international sales 

(about 15% of total revenues; mainly Europe), this is expected to annually increase with 25% until 2020. 

Polaris’ products are pricey and, in the case of recreational use, not really necessary. So, in economic 

duress, purchases can be delayed. 

Currency fluctuations bring an uncertainty factor and let it be noted that, not that long ago, Polaris started 

production facilities outside America because of (wage-)cost benefits. Price fluctuation of input materials 

also bring an uncertainty factor, as well as the weather which isn’t that surprising for a manufacturer of 

snowmobiles. 

Because there are virtually no switching costs, there’s always the danger of competition. The off-road 

vehicles market, a very important one for Polaris, doesn’t have much growth in America. Meanwhile, 

competitors are quick to bring innovative, commercially priced products to market increasing the pressure 

on profit margin. 

One final point we want to talk about is the dependance of financing. The dealers as well as the eventual 

consumers finance their Polaris purchase, often through loans and for about a third of the consumers. 

Higher interest rates or more strict financial conditions would be disadvantageous. 

 

MANAGEMENT 

Even though the shares that the Polaris’ management owns with some percentages is considered small, 

we do characterize the management as shareholder friendly. Close attention is paid to the costs and even 

more on innovation. Furthermore, the management lays out clear goals for the future: in 2020 the 

revenue needs to be at USD 8 billion (currently USD 5 billion) with a net margin of at least 10% (currently 
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9,7%). 

Polaris( chairman is Mr. Scott Wine (48 years, total compensation USD 2.4 million). Mr. Wine has a 

military background and international experience he gained with companies like Honeywell and Fire 

Safety Americas, a United Technologies Corporation division where he used to be president for 16 

months. 
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THE PRICELINE GROUP (PCLN) 

 

 

Price USD 1.294,05 EBIT USD 3.1 billion 

Market Cap USD 64.4 billion Enterprise Value USD 67,2 billion 

Exchange NASDAQ Earnings Yield 4,6% 

Price-Earnings Ratio 27 Dividend - 

Net Asset Value USD 1.805,- Price potential 40% 

Price high/low last year 1.476,52 / 990,69 Buy until: USD 1.300,- 

ISIN code US7415034039 Sector Online booking agency 

Website http://www.pricelinegroup.com Date of analysis December 8th, 2015 

 

BUSINESS MODEL 

The Priceline Group (Priceline) describes itself as an online travel company and is placed between the 

supplier of (e.g.) a hotelroom and the consumers. Hotels are able to make their rooms available via 

Pipeline’s websites that consumers can then book. Each booking provides Priceline with a 15% 

commission. 

Priceline is the umbrella brand for the following companies: Booking.com, Priceline, Agoda, 

Rentalcars.com, KAYAK and OpenTable. FOunded in Enschede, The Netherlands, Booking.com has a 

strong position in Europe. Priceline is primarily known in America and Agoda in Southeast-Asia. Other 

than hotel rooms, plane tickets, complete holiday trips and cruises can be booked via the websites. 

Globally, car rentals are offered through Rentalcars.com. KAYAK is a comparison website where 

consumers can easily compare the prices for plane tickets and hotel rooms from hundreds of different 

suppliers. 

OpenTable, acquired last year, provides the possibility to transfer online reservations with restaurants that 

have signed on. 

Even though Priceline with its various labels is global leader in online hotel reservations, the company 

has less than 5% of the market. This favorable prospect means that Priceline can continue gaining 

market share. 

 

COMPETITIVE POSITION (RATING: * * * ) 

Priceline’s competitive position is fairly good because of network effects, benefits of scale and the 

previously mentioned brand names. Regarding the brand names, Priceline has the largest number of 
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hotels in their systems and the most visited websites. Both of these sharpen each other: the largest offer 

increases the odds that consumers will find a hotel through Pipeline, while the amount of bookings makes 

it attractive for hotels to be signed on with Priceline. 

Rather uniquely, especially compared to a competitor such as Expedia, is Priceline’s strong position 

outside of the United States. In Europe, where Booking.com has a very strong position, hotels are not as 

likely to be signed on with chains and there are less bookings directly on the hotels’ websites. This makes 

the online travel companies’ position outside America even stronger (because European hotels, 

compared to American ones, are more dependent on services like Booking.com for their bookings). 

In terms of benefits of scale, we note that Priceline’s fixed expenses, such as IT-infrastructure can be 

spread over a larger revenue, making the per-dollar-revenue less heavy, compared to smaller 

competitors. Also, because of these benefits of scale, Priceline can spend more budget on marketing 

without having to spend a rather large portion of the revenue: last year, Priceline spent USD 1.9 billion 

(28,4% of revenue) on marketing. More than the USD 1.7 billion and the USD 292 million that Expedia 

and Orbitz Worldwide respectively spent on marketing. For Expedia and Orbitz, these amounts are 

respectively 36,1% and 34,5% of their revenue. 

The large volumes mean that Priceline is able to extract more data and can optimize their marketing 

budget (90% of Priceline’s budget is spent with Google, meaning that Priceline contributes some 

percentages to Google’s total advertising revenue). Apart from the previously mentioned competitors, we 

see potential (future) competitors in the financially strong internet companies like Google, Facebook and 

Amazon. 

 

COMPANY FIGURES, RATIOS AND VALUATION 

Priceline’s stock exchange price is USD 64.4 billion and the revenue and profit respectively USD 9.1 

billion and USD 2.5 billion. The margins are really handsome: the gross margin is 92.5% and the net 

margin is 27.6% while the return on equity is also excellent with 29%. 

In terms of price-earnings ratio (P/E), Priceline isn’t cheap: the actual P/E is over 27. But, Priceline’s profit 

will most likely increase the upcoming years. 

The last five years, Priceline’s profit per share rose with 32% year-over-year. For the upcoming 5 years 

we assumed an annual increase of 18%, succeeded by 12% for the following 5 years. With these 

assumptions, we estimate the Net Asset Value (NAV) at USD 1.805/share which is about 40% above the 

current price level. 

 

RISKS & THREATS 

We see opportunities with enforcing the strong positions that Priceline already has in up and coming 

markets. In those markets, it’s very likely that Priceline will take advantage of the growing middle class 

and the increasing tourism. 

Priceline especially has a strong position in China because of its collaboration with the Chinese Ctrip. 

Furthermore, there is likely more market share to be won in America where the management still sees 

growth opportunities. 

Regarding threats, we noticed that 87% of Priceline’s revenue is generated outside of America, of which 

60% is European. The company experiences the economical misery on the European continent and 

currently also unfavorable currency effects. 

Despite the economic problems in Europe, that have been going on for some years, Priceline still 

managed to grow a lot in this which hasn’t gone unnoticed by competitor Expedia. Expedia wants to focus 
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more on Europe as well, which might lead to bigger marketing spends for both organizations (in bidding 

against each other for ad space on Google’s advertising platform AdWords) 

On its turn, Priceline wants to focus more on America with Booking.com, Expedia’s home market. With 

this, Priceline exposes itself to the very competitive American known for it lower margins. Concluding with 

a final concern, Priceline’s possible disintermediation regarding parties that try to have visitors go through 

their own platforms instead of Priceline’s websites in between (like big hotel chains). There’s also the 

danger of so-called vertical integration where parties like Google (Google Hotel Finder) or review sites like 

TripAdvisor (TripAdvisor Instant Booking), also bypassing Priceline. 

 

MANAGEMENT 

Since last year, Priceline’s management is lead by Darren Huston (49 years, total compensation: USD 8 

million). Previously, Huston lead Booking.com, Priceline’s most important division. Furthermore, Huston 

still has both functions, meaning that apart from the entire company he’s also responsible for 

Booking.com. 

Mr. Huston’s predecessor (2001 - 2013) was Jeffrey Boyd, currently Chairman of the Board of Directors, 

who very early on saw the international potential for bookingsites and acted upon it with the acquisitions 

of Booking.com (2004) and Agoda (2007). Booking.com (founded in 1996 by Geert-Jan Bruinsma, at that 

time studying business at Twente’s University) was acquired by Priceline for only USD 135 million and is 

seen as one of the most successful foreign acquision by an American company. Some analysts value 

Booking.com alone over USD 50 billion. 

We are very happy with Priceline’s management. One concern might be the possibility of value-

destructive acquisitions. Priceline has a strong balance, and the recent OpenTable acquisition, the online 

booking service for restaurants, is a testimony to that. Of course, we see the so-called strategic fit with 

Priceline’s other holdings, but, nevertheless, we regard the paid acquisition price of USD 2. billion very 

steep. 
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THOR INDUSTRIES (THO) 

 
 

Price USD 57,78 EBIT USD 293,1 million 

Market Cap USD 3 billion Enterprise Value USD 2.9 billion 

Exchange NYSE Earnings Yield 10,2% 

Price-Earnings Ratio 15,5 Dividend 2,1% 

Net Asset Value USD 88,- Price potential 52% 

Price high/low last year 64,65 / 50,12 Buy until: USD 62,- 

ISIN code US8851601018 Sector Caravan and campers 

Website http://www.thorindustries.com Date of analysis December 8th, 2015 

 

BUSINESS MODEL 

With a 35% market share, Thor Industries (Thor) is a market leader in America in the recreational vehicles 

market. Within this category, a distinction is made between ‘towables’ (all kinds of caravans, 

approximately 77% of total revenue) and ‘motorized vehicles’ (campers; 23% of total revenue). Even 

though some may see caravans and campers as old fashioned, Thor can hardly fill the demand. 

Consequently, the number of sold campers has already doubled in regards to the best year before the 

financial crisis (2007). 

Usually, sales are made through independent dealers, but Thor does deliveries to rental companies. By 

using a decentralized structure, they try to combine the benefits of smaller work units with the benefits of 

scale from a large organization. 

Demographically, Thor has a tailwind and that trend is likely to continue for sometime. We consider Thor 

very well positioned in its niche while meanwhile having a shareholder-friendly management. Considering 

the expected revenue, the valuation is barely 12 times the profit. 

 

COMPETITIVE POSITION (RATING: * * * ) 

Thor’s competitive position is pretty good: the organization is the biggest player in its branch and can be 

seen as a so-called ‘consolidator’ - Thor regularly acquires and thus contributes to consolidation within 

the industry. Its scale has purchasing benefits and besides their wide range of brands and extended 

network of distribution, their strong financial position (as opposed to other organizations within the 

industry) could also be an added reason for dealers and consumers to choose this company. 

Thor has a relatively flat organisation: the different brands have large autonomy and thus are able to 

quickly react to changes in the market. Furthermore, the management is rather small: of the over 10.000 
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employees, only 42 work at the headquarters. 

Competitors are Forest River (a Berkshire Hathaway division), Winnebago Industries, Jayco and Allied 

Specialty Vehicles). 

 

COMPANY FIGURES, RATIOS AND VALUATION 

Thor’s stock exchange worth is USD 3 billion and the revenue and profit respectively are USD 4 billion 

and US 202 million. The net margins are 5% while the profitability is continuously high: the return on 

equity is a very attractive 19.8%. 

Thor generates handsome free cash flow which they, in part use, to buy own shares. With USD 7.1 

million in debt service, there can hardly be spoken of any debt while the company currently has a cash 

reserve of USD 183.5 million. Analysts expect an annual profit increase of 20% over the upcoming 5 

years. With some more cautious assumptions (such as an annual profit increase of 15% the upcoming 

five years succeeded by 8% the following 5 years), we estimate the Net Asset Value (NAV) at USD 

88/share. 

 

RISKS & THREATS 

Currently, Thor has the wind in its sails: the American economy is prosperously developing itself, credit is 

widely available at low interest rates and the oil prices have plummeted. 

Even on the long-term, things are looking favorably for Thor. The most important target audience are 

baby boomers. The American baby boomers are on average younger than the European ones and, 

despite the USD 42.000 - 140.000 price tag for a new camper), it’s already noticeable that there are 

numerous baby boomers that don’t want to delay purchasing a camper until retirement. 

Thor makes regular acquisitions and through innovation and new models tries to organically grow these. 

For the upcoming three years, the management expects a revenue growth above market average and 

also expects an increase in margin, partly because of a recently applied savings program. 

Another demographic Thor wants to focus more on are the young people (20s and 30s) that, due to 

professional commitments, need to relocate often or are able to work location independently (like an 

internet entrepreneur). To achieve this, they are working on smaller and cheaper models with a working- 

and living area.. A collaboration with the Columbus College of Art and Design (a college for art and 

design) is supposed to make the campers more appealing to this demographic. 

Since its foundation in 1980, Thor has been profitable every year, even when the financial crisis around 

2008 spurred a large decline in demand. We want to emphasize this because this is about a premium 

product and the demand of it can fluctuate heavily, partly due to the economic climate. 

One final point of focus is the American labor market. Contrary to the ongoing high European 

unemployment rate, the American labor market is starting to show a shortage. Even though Thor’s 

employers aren’t unionized, it seems to be a matter of when Thor will need to hand out pay rises. We 

expect Thor can pass on these possible pay rises, limiting the negative impact this may have on Thor’s 

shareholders. 

 

MANAGEMENT 

We’re very happy with Thor’s management: we consider it with much integrity and on one hand 

conservative, they’re focused on creating shareholders’ value and on the long-term. Rewards on both the 

management’s and employer’s fronts alike are modest, but there is room for complementing performance-
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based incentives. 

Of the two original Thor founders (Mr. Thompson and Mr. Ortwein), we noticed that they (or their heirs; 

Mr. Thompson has passed) still own a third of Thor’s shares. Also, ‘Thor’ is an aggregation of the first two 

letters of both founders’ last names. 

The current chairman is Robert Martin (46 years, total annual compensation USD 2 million). Mr. Martin 

has been in this position since 2013 and previously held various management positions at Thort. Robert 

Martin joined Thor in 2001 when the company he was working at since 1998 (Keystone) was acquired by 

Thor. 
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UNITED TECHNOLOGIES CORPORATION (UTX) 

 

 

Price USD 95,35 EBIT USD 9.8 billion 

Market Cap USD 85.1 billion Enterprise Value USD 102.3 billion 

Exchange NYSE Earnings Yield 9,6% 

Price-Earnings Ratio 14,7 Dividend 2,7% 

Net Asset Value USD 130 Price potential 36% 

Price high/low last year 124,45 / 85,50 Buy until: USD 104,- 

ISIN code US9130171096 Sector Conglomerate 

Website http://www.utc.com Date of analysis December 9th, 2015 

 

BUSINESS MODEL 

United Technologies Corporation (United Technologies) is one of the world’s largest industrial 

conglomerates and is active in over 200 countries. The company has 4 divisions:UTC Building & 

Industrial Systems (45,2% of revenue), Pratt & Whitney (22%), UTC Aerospace Systems (21,5%) and 

Sikorsky (11,4%). 

This year, they announced that the Sikorsky-division (military and commercial helicopters - like Black 

Hawk-helicopters and all related replacement parts and maintenance service - has been sold to Lockheed 

Martin for USD 9 billion. Although Sikorsky was 10% of the total revenue, this was only 5% part of the 

profit. The sales proceeds’ intended use is the purchase of own stock. 

Underneath the UTC Building & Industrial Systems division, there are two subsidiaries, Otis and Carrier. 

Otis focuses on elevators, escalators and the related maintenance. Carrier focuses on activities regarding 

heating, ventilation, air conditioning and cooling systems. 

The division Pratt & Whitney focuses on aircraft engines for military and industrial gasturbines. This 

division also encompasses the production of propellent engines for spacecrafts. 

Underneath the UTC Aerospace Systems division, there’s the company Hamilton Sundstrand. This 

company supplies parts and maintenance services to the aviation industry. 

United Technologies has a well-balanced production portfolio and is globally active. The development 

risks of a single industry or a single country are significantly lower compared to other companies. With an 

exchange price that since its USD125 record decreased 20%, we believe the United Technologies share 

are very attractively valued. 
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COMPETITIVE POSITION (RATING: * * * * ) 

We believe United Technologies’ competitive position to be good. Globally, the company has strong, 

often leading market positions in various niches with recurring income. 

The so-called aftermarket sales are an important aspect in United Technologies’ competitive position. For 

example, the installation of a new elevator almost guarantees decades of income coming out of service 

contracts and replacement of worn out parts.  

Other aspects from the competitive position are about the company’s size - last year, the total revenue 

was nearly USD 65 billion< This provides them with purchasing benefits, but also allows United 

Technologies to handle very large assignments, which could equate a dollar amount of over USD 10 

billion. 

 

COMPANY FIGURES, RATIOS AND VALUATION 

United Technologies has about 200.000 employees and a stock exchange worth of USD 85.1 billion. The 

last year, out of a USD 64 billion revenue, they made a USD 5.7 billion profit. The net margin are 9,1%, 

which, for an industrial conglomerate, is very handsome. 

The company generates a strong free cash flow (USD 7.3 billion last year), that is being utilized to 

purchase own stock. There is a cash availability of USD 5.5 billion, with a USD 22.7 billion debt service. 

The profitability is steadfast on a high level and the book value steadily increases. 

We calculated United Technologies’ Net Asset Value at USD 130/share, which is about 35% higher than 

the current price level. United Technologies can’t be called cheap, but, regardless, we consider it an 

interesting share, also because of the company’s strong competitive position. 

 

RISKS & THREATS 

Not taking into account acquisition, we see some growth opportunities in up and coming markets. In this 

way, the company is quite successful selling air conditioning systems in India and commercialize 

elevators and escalators in China. 

Because of its international character and because of investments in countries such as Argentina, Brazil, 

China, India, Russia and South-America, there are some currency, political and economical risks. 

However, because of this diversification, the risks can be overseen in its entirety. 

United Technologies has some headwind due to the weak economic recovery in Europe, an economic 

weakening in China while a strong dollar also negatively influences these results. Without a doubt, there 

are some difficult market circumstances. However, we still think there isn’t something wrong with the 

company itself. The current weakness which can be witnessed in revenue as well as the exchange price 

can also be seen as an opportunity to obtain shares of a very decent company for a very modest 

valuation. 

 

MANAGEMENT 

We’re very happy with United Technologies’ management. The company is run with the intention to 

create as much shareholder value as possible, without wanting to take huge risks to accomplish this. 

Greg Hayes’ (United Technologies Chairman) compensation is at USD 2.8 million. We think this is 

realistic with the size of the organization in mind. Mr. Hayes has been in this function since only the end 

of last year, but knows the company, undoubtedly, very well. Greg Hayes has been active for United 
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Technologies for over 25 years and used to be CFO of the organization. 
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W.W. GRAINGER (GWW) 

 

 

Price USD 195,80 EBIT USD 1.3 billion 

Market Cap USD 12.3 billion Enterprise Value USD 13.9 billion 

Exchange NYSE Earnings Yield 9,4% 

Price-Earnings Ratio 17,2 Dividend 2,3% 

Net Asset Value USD 290,- Price potential 48% 

Price high/low last year 261,57 / 192,50 Buy until: USD 210,- 

ISIN code US3848021040 Sector Distribution 

Website http://www.grainger.com Date of analysis December 8th, 2015 

 

BUSINESS MODEL 

W.W. Grainger (Grainger) focuses on distributing products like safety shoes, work shoes, ladders, tools, 

pumps, lighting and cleaning products to industrial companies for their operational activities, repairs and 

maintenance. The industrial distributor’s American market is still very fragmented and market leader 

Grainger itself only has a market share of 6%. 

Organizations like Grainger compile the end consumer’s demand for products that are distributed by 

Grainger. Meanwhile, the producers of these products (think General Electric and 3M) like to work with 

parties like Grainger to not have to sell to the end user. Also, for the end user, collaborating with an 

industrial distributor is often attractive because of the large assortment that can be obtained through one 

party. 

Because of network effects and consolidation within the industry, we see Grainger steadily gaining market 

share the upcoming years. And, because of the less capital intensive business model, we think that 

Grainger can keep realizing a fine return on investment. In terms of Price-Earnings Ratio, Grainger isn’t 

very cheap, but because of the stable growth, the high profitability and the shareholder friendly 

management, we consider Grainger a nice addition to a diversified portfolio. 

 

COMPETITIVE POSITION (RATING: * * * ) 

Because of cost advantages, related to scale and logistics and network effects we can call Grainger’s 

competitive position good. This is also shown in the return on equity of over 20%. 

Although Grainger doesn’t direct itself to the consumer, its business model can be compared to that of a 

regular retailer that compiles both supply and demand. It’s in Grainger’s interest to create high switching 
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costs, by also obtaining its clients’ inventory. And by offering private label products (make up over 20% of 

Grainger’s revenue) their customers can have cost benefits while Grainger themselves also earn above 

average on such private label products. 

In short, Grainger finds itself between the producers of industrial products on one hand and more than 

two million end consumers on the other hand, allowing Grainger to often take cost effective activities upon 

itself. Because of the increasing scale, Grainger is an increasingly attractive party to work with, even for 

the aforementioned producers of industrial products. 

In America, Grainger has 369 branches. Significantly less that the 2400 branches from competitor 

Fastenal. But this also means that Grainger bets heavily on online sales, existing branches are larger and 

can ship more products straight from inventory. E-commerce is a profitable activity and accounts for a 

third of the revenue. 

Besides Fastenal, other competitors are MSCdirect, MCMaster-Carr, Wolseley, Andritz, Applied Industrial 

Technologies and Wesco International. Grainger can very well be market leader in America, with a 6% 

share, the market share can be considered limited. Other top-10 organizations have about 26% of the 

market share. Leaving 68% in the hands of a variety of smaller parties and to consolidate further is 

definitely the game plan. 

 

COMPANY FIGURES, RATIOS AND VALUATION 

Grainger is active in 23 countries and has 22.300 employees. Nearly 90% of revenue is generated in 

North-America and Canada and the international spread accounts for little. 

The stock exchange worth is USD 12.3 billion and the revenue and profit respectively USD 10 billion and 

USD 764.8 million. The net margins are a handsome 7.2% and is quite stable. The return on equity is 

also very attractive: last year, this was 24,5%. 

Over the last decade, Grainger’s revenue increased from USD 5.5 billion to USD 10 billion. Because of 

higher margin, the profit more than doubled (from USD 350 million to USD 800 million). The profit per 

share even tripled because a lot of own share were repurchased. 

Grainger’s business model is not capital intensive and the management aims to pay two thirds of the 

profit to shareholders through dividends and repurchasing of own stock. Because of stable income, we 

don’t worry about the USD 1.8 billion in debt service being larger than the USD 258.2 million cash 

reserve. 

Analysts see profits increasing with 5% over the next 5 years. Investment firm Stifel Nicolaus holds an 

estimate for Grainger’s net asset value of US 303/share. Our estimate of the net asset value is USD 

290/share doesn’t deviate too far from that. Let the record show that the share Grainger scores very well 

(top 5%) in a combined ranking with the criteria ‘good’ and ‘cheap’. That is also how we found this share. 

 

RISKS & THREATS 

Just like Grainger’s management, we’re very optimistic about this company’s future. Grainger is being run 

very efficiently and there are things in place such as a wide range of products, fast delivery, multiple 

ecommerce platforms and a lot of attention to service. Because of these factors and the aforementioned 

network effects we assume that Grainger will win more market share, organically, but also by acquiring a 

company here and there. 

Financially speaking, Grainger has been a beacon of stability (since 1972 the yearly dividend increases). 

We don’t see any major threats, but we do see some points of focus. Like we noted, the revenue is 
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largely generated in North-America, making Grainger very dependant on the American economy. Canada 

accounts for half of the remaining revenue and, in this field, Grainger is currently struggling with a strong 

dollar and reluctance in the oil- and gas industry (accounts for 20% of Grainger’s Canadian revenue). 

Even outside Canada, more specifically Japan, Grainger also has to deal with unfavorable currency rates. 

Lately, Grainger is focused more on her bigger clients where they can deliver a lot of added value, but 

consequently have lower margins. With the simple product sales through the e commerce channels, fine 

margins are achieved but we do wonder why a party such as Amazon couldn’t do this at least equally 

good. With this in mind, Grainger’s focus on her larger clients isn’t that outlandish. 

 

MANAGEMENT 

We consider Grainger’s management als conservative and extremely shareholder friendly. The 

management team has an amazing track record and, from a shareholder's’ perspective, does everything 

right. 

Since 2008 James Ryan is chairman (57 years, total compensation USD 2.7 million). Ryan has done a 

good job guiding the company through the crisis and has been working for Grainger since 1980 and has 

since started climbing within the company. 

Even though Grainger was founded in 1928, Ryan is only the 4th Chairman. We positively evaluate that 

over 75% of the top management reward is tied to long-term criteria. To conclude, we think it’s a positive 

sign that Grainger holds about USD 300 million of its own shares. 
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D I S C L A I M E R 

This report isn’t meant as professional investment advice. The consequences of applying this information 

in any way are completely on your shoulders. Returns of the past aren’t a guarantee for the future. For 

more information, visit http://disclaimer.beterinbeleggen.nl 

 


