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Tyres sector investment analysis
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Tyres sector overview and main players

As part of my research of an industrial sector for potential bargains, 1 like to search through
academic articles. This helps me to understand or identify current trends and thinking which
might impact on my valuations. So, one thing I noticed when | started looking at the global
tyre market was the sheer volume of business students, often from Indian colleges, who
publish dissertations on tyre manufacturers. These dissertations usually outline the firm's
business models and predicting future growth, with the odd mathematical formula thrown in
for good measure.

I am grateful to those students. Not because the dissertations were any good (many aren’t) or
because the formulas were useful (most weren’t) but because the very fact they have written
them tells me a number of things: It tells me, the tyre industry is at its core very easy to
understand, otherwise why choose it as a subject to explain; It’s processes are simple, which
means there are low barriers to entry; and there are numerous examples of firms to write
about, which means it is hard to achieve a competitive advantage with lots of firms in
existence.

But does that bear fruit in reality?

If you look globally, there are around 160-180 tyre manufacturers. Between 2012 and 2016,
production volume of tyres increased with a compounded annual growth rate (CAGR) of 3.5
percent. So, you might be right to conclude that the market is in general characterized by a
high level of competition. | think it probably is for the majority.
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However, the Tier 1 group of tyre firms, made up of those with a better price positioning, a
wider product offering and regional product lines may have an advantage. After all, many of
these companies have been in existence for almost as long as the tyre itself. In this report I
consider Tier 1 firms to be:

e Michelin
e Bridgestone
e Goodyear

o Continental
And slightly separate (1 will explain)

e Pirelli and
e Nokian Renkaat

Other contenders exist to having Tier 1 status, but these are the big players. These firms cover
about 50% of the whole industry.

GITI
2% Cooper
Hangzhou "\ 2% Kumho Toyo
Maxxis _ 2% B 3 2%, 2%
3% \
Yokohama

Bridgestone
15%

Michelin
14%

Source: UK Tyre Industry Report (slightly dated, 2014, but overall not much has changed
since)

From a value investing perspective, competition is lower in this Tier 1 segment, since entry
barriers are stronger. Further, | would suggest taking Pirelli and Nokian and separating these
even further. Treat these as their own pairing for comparison purposes. They are even more
shifted towards the premium end of the market. Pirelli producing tyres for performance
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vehicles and Nokian producing premium winter tyres. We can consider Nokian as a direct
competitor to Pirelli because of a number of factors:

It is a European company, with a good market share in the Eurozone.
Nokian products have premium quality, higher price and performance.
Nokian has the possibility to apply premium prices, like Pirelli, and

As a result, it has the highest EBIT margin (+10%) among its peers

It can be argued historically margins are higher, for both compared to the others. For
example, they both have a historic EBIT margin around 17 percent, compared to around 13
percent. However, Pirelli is also different from Nokian, since the latter is concentrated on
winter tyres and is not 100% consumer-focused. That said, Pirelli will not quite match
Nokian, where operating margins have doubled over the past 15 years. Net profit has risen
tenfold in that time. It is much smaller than Pirelli and its particular niche, winter tyres for
demanding conditions, is more defensive, perhaps.

Either way, | think it is a possibility worth considering. If not, Pirelli will still be valued well
alongside its main peers. For example, Continental is not dissimilar to Pirelli, despite also
selling auto parts, it’s tyre division has a focus on premium products and a healthy operating
margin.

However, although I am not a great fan of using enterprise value as a metric ( I'm old
fashioned) analysts state that Continental’s enterprise value is 6.7 times EBITDA, Pirelli’s
multiple is closer to 8. This, they argue, implies Continentals tyre division hides under a
discount caused by the larger firms business areas.

But it is important to consider that, even among these top players, not everything is
‘sweetness and light”. Continental had two profit warnings in 2018, with operating margins
to expected to deteriorate further in 2019. Michelin had one profits warning. As a result,
Michelin suffered its worst stock market fall in eight years. The company cut forecasts and
warned of declining demand for tyres in western Europe and China in part because of new
EU emission standards. Michelin’s shares are down 19.5 percent over the past year but up
around 16 percent in 2019. Nokian just recently issued a lowered guidance too.

Continental, which also trade auto parts, has predicted that the global car market would not
“experience any material improvement in the next five years”. It has announced €2.5bn of
impairments on acquisitions, due to “unprecedented disruption” due, it claims, to its
customers abandoning the combustion engine for EV, “rendering portions of intellectual
property and physical capital incrementally obsolete” ( as an analyst, I also say, however,
look out for firms grouping bad news together, they’re getting it out the way).

In addition, to these market driven problem, many analysts argue that Continentals
announcement of an IPO for its Power-train Division, highlights weak management. Whilst at
Pirelli, analysts further expect value may drop in the following years, due to the debt
restructuring process - 200 million bonds issued to repay an old debt with a higher cost and
the consolidation of its operating activities.
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But, for our research purposes, it is also possible to identify two different channels within the
tyre industry: O.E. (Original Equipment) and Replacement tyres. In the first, buyers are
commonly really large, for example, established auto companies with whom the large
predominantly Tier 1 tyre makers form partnerships and the latter, replacement firms working
with smaller tyre dealers. These latter tyre manufacturers consequently have weaker
bargaining power and tighter margins.

Finally, it is important to mention the Chinese and wider Asian influence in both the high and
low end of the sector. The introduction of cheaper products is currently eroding market share
of the low-cost players and perhaps as we might see from our research also some of the
bigger firms.

The Tier one firms are obviously aware of these developments and similar to businesses in
other sectors are creating exposure through acquisitions and joint ventures. For example,
Michelin has bought an 88 percent control of Sarana Tbk. producer and marketer of the
Achilles and Corsa brands in Indonesia, paying around USD$439 million. This will be
Michelin’s seventh tyre plant in Asia/Pacific with a production capacity of more than 180,000
metric tons, or 11 million passenger tyres and 250,000 truck tyres.

Similarly, Pirelli has bought a 49 percent stake China’s Jining Shenzhou Tyre Co., the new
name for Hixih’s tire manufacturing entity in Yanzhou. Pirelli paid roughly USD$75 million
with the right to increase the stake to 70 percent between 2021 and 2025. Analysts believe the
investment will give Pirelli the necessary production flexibility in the high-value tyre
segment in Asia.

Continental have recently announced closure of plants in Germany and a shift in production
to Thailand.

On the other hand, both Cooper Tyres and Toyo are improving production in Serbia to gain
greater access to Eastern Europe!

Competitive Advantage

So, the market is characterised by a high level of competitiveness where only a few players
own most of the market share, in particular Bridgestone, Michelin, Continental and
Goodyear, with Pirelli and Nokian the leaders of the premium end market.

For these firms to have developed a competitive advantage, it cannot just be through
economies of scale alone, otherwise others could throw cash at the problem and emerge the
winner. Something else is going on. | would suggest, they have a competitive advantage
achieved through a strategy concentrated around being positioned in the more technologically
advanced segments of the tyre sector, which show stronger growth rate and profitability. To
do this they have been investing in both cost efficiency and R&D.

The reasons for doing so are as follows:

Car Parc has increased considerably in the last few years and forecasts predict this trend will
continue, in particular for prestige and premium cars. The high value market is also oriented
towards motorbikes, a sector growing at a rate similar to cars.

Some premium and prestige car manufacturers are introducing a higher number of models
which fit different types of tyres; this is an industry driver that increases both licencing,
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patents etc. and specialties for tyre manufacturers. For example, the move within car design
towards bigger rims (for both mechanical and aesthetic reasons) and the technological
evolution of vehicles (i.e. electric or Internet-connected cars) enables Tier 1 manufacturers to
differentiate their products for the high value market and therefore increase their sales (and
margins).

Those key drivers move together because the range of cars is increasing and a category which
IS getting more popular every year is the SUV. SUVs are more often equipped with High
Value tyres, and their market penetration is increasing. It is estimated that SUVs are going to
reach 33% of the whole car parc worldwide by 2020. Moreover, such cars tend to be
equipped with bigger tyres, again, for both mechanical and aesthetic reasons.

Finally, we must mention Autonomous, electric, connected and shared cars are expected to
have an increased penetration in the following years. In particular, electric and autonomous
cars will need a very specific tyre that would allow the interconnection and integration with
trip- computer and data collection.

Tier 1 firms are already making moves into these markets. For example Nokian, have
recently marketed a new tyre, Intuitu, containing sensors connected to a downloadable app.
giving data to help fleet maintenance.

Analysts consider the recent average historic High Value market volume CAGR has been
around 11.58 percent.

Main drivers in the high value Tier 1 tyre markets:

BN IL ﬁ @ -

Penetration of Increase in Growing demand Rising Car evolution New Car
Premium & number for specialties penetration technologies
Prestige cars of homologations of SUVs
Source: Pirelli

Profit Comparison



Stock Market Research Platform 28 November 2019

Operating metrics
Profit growth and margins 2010-16
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What are some of the main costs to consider?
Raw Materials

Raw material costs often form the largest expense in the tyre industry, accounting, in some
cases, for about 65-70 percent of the total. The main raw materials used to manufacture tyres

are natural rubber, poly butadiene rubber (PBR), styrene butadiene rubber (SBR), carbon
black, silica, nylon tyre cord fabric and steel.
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Raw Material Cost Breakup

<

Source: Indian Tyre Industry Report 2019, typical tyre
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Average quotation of commodities 2014 2018E 2019E

Natural rubber (S/ton) 1,711

Butadene (EUR/ton) 944

Brent Qil (S/barrel) 99.5
Source: March 2018 Company Presentation (pp. 120-177)

Source: Pirelli (2016 was the time to invest in Butadene — hahahahahha)

RAW MATERIAL COSTS BREAKDOWN & TREND
% on total raw mat. costs

Steel geinf. ESLUJ::
10% ). 15%
Textiles 2017A  ° Synthetic
16% Raw Mat. ®—— Rubber
cost on 29%
Revenues /
35%
Chemicals \ 4
21% ® Carbon Black
@ 9%

Source: Pirelli

In addition, depending on the type, it takes between 15 and 38 litres of oil to manufacture a
tyre (start to finish, lower for the actual pressing of the tyre). With 158 litres of oil in a barrel,
that's roughly 4 to 10 tyres per barrel of oil. Obviously, as a result, commodity prices affect
costs and margins in a big way.

By way of illustration, Brent Crude is currently USD$60 a barrel. When it was at USD$80 a
barrel in 2018, and subsequently other raw materials also cost more, most manufacturers
raised common tyre prices by between 1 and 3 percent, with an increase in the price of
commercial truck and passenger vehicles tyres of up to 6 percent. And, not all costs can be
passed on to customers.

Continental, who issued two profit warnings in 2018, has stated increased material costs
added an additional €50 mil to expenses.. And, for Pirelli, raw material costs were about
1.859 min euros, equivalent to 34.75 percent of sales in 2017.
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Interestingly, according to its IPO prospectus, it takes Pirelli around 6 months of inventory to
recoup price rises without affecting margins. Another reason Tier 1 firms have a competitive
advantage, they are able to maintain premium pricing for their products, in other words
people are prepared to pay more for their tyres even when prices go up.

But, looking in the opposite direct, natural rubber prices dropped from USD$5,000 back in
2011 to just USD$1,000 a tonne last year, following an additional 3 million tonnes of rubber
being produced over the previous 5 years.

R&D (the not so technical bit)

Whilst moving production out to emerging markets, most Tier 1 firms are keeping R&D in
house and local, partially due access to qualified staff but also to keep proprietary
developments confidential. Sharing technological developments with potential future
competitors is not ideal. Also, if this is where your competitive advantage comes from, it
makes sense to guard it.

With increasing focus within commercial fleet management for corporate average fuel
efficiency (CAFE) to curb levels of pollution and meet emissions targets, tyre companies
have immense pressure to develop products which have minimal friction and offers higher
fuel efficiency.

Latest trends in the industry include the development of more radials. Radial tyres consume
an average of 8-10 percent less fuel over other tyres. So potential savings across commercial
vehicle fleets would be substantial, bearing in mind, whilst 98 percent of passenger car tyres
are currently radials, only 35 percent of truck and bus tyres are, along with only 40 percent of
light commercial vehicles tyres.

Radial Tyres Market Breakdown

Passenger Cars 9

%

Light Commercial Vehicles 40%

Truck and Buses 36%

Source: Indian Tyre Industry Report 2019

Other developments aimed for by the main players are, finer tolerances in the manufacturing
process, low rolling resistance and focus on better traction and on road performance which
again increases fuel efficiency.
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The companies are stepping up the manufacturing facilities with technologies that improve
heat development in tyres with effort towards less usage of carbon black, which in turn
contributes in lowering emissions.

Other major trends in the development of the manufacturing of tyres include greater usage of
'silica’ which helps in the manufacturing process and improves tyre performance by lowering
the rolling resistance as well as improving cut and chip resistance.

Conclusion on tyre sector overview
Personally, I think it is safe to say the main general problems for the tyre industry, going
forward are;

e Higher raw materials costs, with perhaps volatility in forex and commodity prices;

e Lower than expected European Premium car parc growth, due to possible recession (a
car industry recession is already there);

e Other Tier 1 competitors entering the High Value segment aggressively; and

e Geopolitical risks (such as tariffs) reducing demand over a longer term than expected.

| do, however, feel that the main Tier 1 players are well positioned to weather the storm. It’s
a sector worth exploring further and I would suggest concentrating on the top end of the
market rather than lower down, cheaper companies. Nokian, Pirelli and Continental might be
worth looking at.

Stock by stock quick story analysis

Bridgestone
275 billion on a 3 trillion market cap.

Michelin — we are there with Bridgestone on valuation.

On competitiveness, do you really think about this when it comes to buying tyres?

Innovation leader with Uptis: the airless concept, an
essential step towards more sustainable mobility

- From ambition to action -

AIRLESS
FORCTiﬂEw TECHNOLOGY
MOBILITY « PUNCTURE PROOF »

(Connected, Autonomous.
Shared, Electric)

Co-developed
with General Motors

Benefits for car
owner
More serenity during
the journeys

“'7[;,}’// fq
@S

Benefits for all

Material savings and

Benefits for fleet Waiste reduclion

owners and
profesionnals

Productivity optimisation g g&f MICHELIN
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Source: Michelin Investor Presentation.

Acquisitions are pushing things higher.

Nine-month sales up 10.4%, lifted by the contribution from
acquisitions and a robust price-mix effect

In weaker than expected markets, Michelin's volumes declined by 0.8% in the first nine months
of 2019, with in particular:

— A contraction in Automotive tire volumes, in line with the markets; sustained growth in the 18-inch and
larger segment

— A decline in Truck tire volumes in increasingly difficult markets
— A Growth in the mining tire business, in line with expectations
— A steeper than expected drop in the agricultural and construction tire markets

A 2.1% improvement in the price-mix effect (+2.9% in Q3), attributable to:

— Disciplined price management in every business and region, in particular with price increases in the third
quarter

— A strong mix effect, shaped by a favorable business mix and a firm product mix in the Automotive segment

Contribution from acquisitions in line with expectations (+7.1%)

Sustained deployment of the competitiveness plan

8 Stockholm— November 21, 2019 ‘g@@‘ ] MICHELIN

When thinking about what is the market for the sector, here you go:

Weaker demand in Truck and Off-the-road tires; Passenger
car and Mining markets in line with expectations

* Estimated full-year 2019

+3 A L . o
0 0 4 1 3 +0 o0 4 4 4 4 a Mining tires: sustained 4%
ol a2 a3 o4 a1 a2 growth in demand, in line with
018 2018 2018 2018 @1 Qz Q3 . .
8 ie 2018 e AB 03w w1 @ @ actual tire consumption

2018 2018 2019 2019 2019

Off-the-road: steeper downturn in

OE: worldwide demand down 7%
(-4% on Q3), especially in China,
India and Europe

RT: demand well oriented in North
America, still weak in Europe,
penalized by slow start of winter

Chinese RT market still dynamic

OE: global demand contraction,
driven by Europe and India;
market downturn in North America
inQ3

RT: steep drop in demand in the
Americas, and to a lesser extent in
China; growth in Europe, driven by
imports

the agricultural tire market and
strong decline in OE
Construction tire demand

Growth in the two-wheel
commuting and aircraft
segments

Source: Michelin estimates. Those estimates are reguiarly adjusted and may be updated following their initial publication.

Stockholm— Movember 21, 2019

Slow growth, boring market, Peter Lynch style.

P mrenesin


https://www.michelin.com/en/finance/results-and-presentations/activities-regulated-information-investor-presentations/
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Tire market growth prospects

Long term trend

(in units)
SR1 ~ +2% CAGR
o o I
-n SR2 0to +1% CAGR

I
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7 SR3 ~ +3% CAGR
-j\ —
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20 Stockholm— November 21, 2019

28 November 2019

A

Michelin growth
ambitions

Growth in line with
markets

Value-creating
growth

Growth above
markets
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Pay-outs to shareholders are always important.

Sustained shareholder return policy

2018 dividend of €3.70 per share, for a payout ratio of 36.4%"

355 3.70
3.25
2.85
24 25 25 :
2.1
178 —
30% Group commitment > 35%*

2010 2011 2012 2013 2014 2015 2016 2017 2018

* Of consolidated net income before non-recurming items

56 Stockholm- November 21, 2019

100 million buybacks, dividend payout 35%.

Actually very little compared to the 20 billion market cap.

Share buyback programs

— 2015-2016: €750m in buybacks and
4.5% of outstanding shares canceled

— 2017: €101m in buybacks and
0.5% of outstanding shares
canceled

— 2018: €75m in buybacks and
0.4% of outstanding shares
canceled to offset the dilutive
impact of share-based
compensation

— 2019-2023: €500m share
buyback program over the
next five years

L micnsim

However, things have been good for a while now. When those get bad, things get interesting.

12



Stock Market Research Platform 28 November 2019

2008 - 2018 : robust SOl improvement

A Group segment operating income and margin & ROCE*

3,000 7 m o 16%
, . P—— 14.0%
12.8% 12.9% S L 149
2,500 7 11.1% = O = - 100
[ (1]
2,000 = o B T 125%  126%
5 24%  [113% 11.0% L 10%
9.5%
' . - 8Y%
o g ! o577 2692 2742 2,975 [ O
’ ' L 6%
1,000 1 1,945 2234 2170 b
F 4%
500 7 - 2%
0%

2008 2008 2010 2011 2012 2013 2014 2015 2016 2017 2018"

Operating income™* (in €m) O Operating margin® (as a % of sales) =—dr=ROCE after tax (in %)
* With standard taxe rate at 28% for 2017 and 26% for 2018 and excluding goodwill, acquired intangibles, associates and joint ventures for 2017 and 2018

80 Stockholm- November 21, 2019 MICHELJ”

So, despite the ups and downs, the stock goes up. 4 times in 30 years. That leads to a 5%
return, add a dividend of 3 to 5% and that is your returns from the leaders of the industry.

Cie Gnrl des Etblsmnts Michelin SCA =
EPA: ML

110,40 cur-030(027%)+

28 Nov, 11:40 CET - Disclaimer

1 day 5 days 1 month & months Y¥TD 1 year 5 years Max

150 18,92 EUR 15 Jun 1990

100

1993 23|3 1 2009 2017
Open 110,45 Div vield 3.21%
High 110,60 Prev close 110,70
Lo 109,65 52-wk high 119,50
Mt cap 19.89E 52-whk low 82 68
FiE ratio 12,45
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Goodyear

A typical American company always highly leveraged. So leveraged that on 700 million in
operating cash flow, they have to pay 350 million in interest, 150 million in other things and
then they still invest a lot in capex.

19 Outlook - Other Financial Assumptions  GOODFYEAR

Current 2019 FY Assumption

Interest Expense ~$350 million

Financing fees: ~$40 million

Riheiincoine)Lierse Global pension related (excluded from SOIJ@: $95 - $120 million

Expense: ~25% of global pre-tax operating income;
Cash: ~25% of global pre-tax operating income®

Income Tax
Depreciation & Amortization ~$775 million
Global Pension Cash Contributions $25 - $50 million
Working Capital Use of less than $100M

~$800 - $825 million;

Capital Expenditures Driving >17” growth in volume & mix

Restructuring Payments ~$65 million

Corporate Other ~$100 million

(a) Excludes one-time charges and benefits from pension settlements and curtailments
(b) Excludes one-time items

Consequently, the management makes money on stock options when there are leveraged
stock price spikes across the cycles. However, long-term returns are dismal.

Goodyear Tire & Rubber Co
NASDAQ: GT

ﬁ%,24 USD -0,32 (1,93%) +

Closed: 27 Mov, 16:08 GMT-5 - Disclaimer
After hours 16,24 0,00 (0,00%

1 day 5 days 1 maonth 6 months ¥TD 1 year 5years Max

80 15,00 USD 11 Mar 1983

935 1995 200 2015
Open 16,54 Div yield 3.94%
High 16,62 Prev close 16,56
Low 16,15 52-wik high 23,95
MMkt cap 3,738 52wk low 10,74
PJ/E ratio 19,90
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Typical Wall Street behaviour, but this is also what shareholders want, the stock price to go

up next quarters@)))) no capital return since 1983 while interest rates went from 15% to 0%
- that is what I call shareholder value DESTRUCTION!

Continental
They did create value in the past.

Continental AG
FTR: CON

120,72 eur-054(045%) +

28 Mov, 11:50 CET - Disclaimer

+ Follow

1 day 5 days 1 month 6 months Y¥TO 1 year 5years Max

250 13,59 EUR 18 Oct 2002

2000 2006 2012 2018
Open 120,92 Div vield 3,73%
High 12112 Prev close 21,26
Low %96 A2-wi high 157.40
Mkt cap 24 14B 2wk low 03,62
P/E ratio
Pirelli

Same as above, nothing special from a story perspective. Numbers look good but it is more of
a turnaround.

Nokian

Nokian is what my car guy wanted me to put on my car — | went for continental, he said 20%
better than nokian but 30% more expensive.

15
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Nokian Tyres plc

HEL: TYRES

25,44 £urR-058(2,23%)+

28 Nov, 14:09 EET - Disclaimer

1 day 5 days 1 maonth 6 months ¥TD 1 year 5 years Max

10 ’
3719 EUR 10 Aug 2018
0 — T— : | - n :
2003 2006 2009 2012 2015 2018
o S
Cpen 2570 Div yield 6,13%
High 25 81 FPrev close 26,02
Low 25 41 52-wlk high 32.44
Mt cap 3,538 52-wlk low 2417
F/E ratio 3,48

_——

However, highest dividend and lots of room for scale. This is just a 4 country company.

NOKIAN TYRES TODAY

One of the most sustainable tire companies in the world, included in DJSI World and DJSI Europe

NET SALES EUR 1,595.6 million EBIT EUR 372.4 million PERSONNEL 4,790

NORTH
VIANOR 21% AMERICA

Strong distribution 12%
in the Nordics

FINLAND
15%

HEAVY TYRES 12%

Strong in forestry
and agriculture

SWEDEN
13%

NET SALES

NET SALES OTHER
BY BUSINESS FUROPE BY MARKET

AREA 2018

UNIT* 2018

NORWAY
12%

PASSENGER
CAR TYRES
72%

70 % winter tires
100 % replacement market

RUSSIA
19%

nokicin®
TYRES

5 *including internal sales

Source: Nokian
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They target 5% yearly growth going forward. If they continue to pay dividends of 6% and
grow at 5%, that is a 11% return over the long-term excluding stock price appreciation in the
short run.

Low debt, thus can weather cycles. They have lowered guidance as others did.
https://www.nokiantyres.com/company/news-article/nokian-tyres-plc-lowers-its-quidance-
for-2019-2/

This could be one to analyse deeper — the growth, the scale, the business model that seems
profitable. Numerically it also comes out as leader given the others have a bit too much debt.
Let’s see if I’ll put Nokian on the watch list.

Shares Net cas
Market Cap Billions - Revenue Outstanding - EBIT - mil Income Gross col
shang ALL figures in USD, (millions - Diluted unless EBITDA- (million Margin Costof ion
Ticker unless stated rounded) [(millions) stated million g) % Capital® cyc
Stage 2.
Valuatio
n with
EPV
added Owners earnings 1937.81 -63.18 2920 64066  146.81
EPV (10% return) 17058.6 1937841 -631.8 29200 64066 146841
MNet Asset Value 19733 21242 5385 13998 2663 8305
Intrinsic value (Net
Asset+EPV) 36791.6 406204 4753.2 43198 9069.6 977341
Franchise Value T 267440 -1,863.90 -6,016.80  15.202.00 3,743.60 -6,836.90
Franchise Value % -7.2T% -4.59% -126.58% 35.19% 41.28% -69.96%
Market CAP 30,400 21,600 3,800 27,000 6,100 4,000
Intrinsic Value (Net
Assets + EPV) 36,792 40,620 4,753 43,198 9,069 9,773
Price to new 2nd stag 0.83 0.53 0.50 063 0.67 041
new value after 2nd
stage 36,792 40,620 4,753 43,198 9,069 9,773
Shares outstanding 1458 893 234 2000 206 rir
STAGE 3
add in
future
cash
flow New Value Price per
portion share 25.23 45.49 20031 21.60 44.02 35.28
NPV to DCF for 10%
return 15.81 32.39 6.9 105.25 1.66 11.39
New intrinsic value
[Assets+EPVDCF) 41.04 77.88 27.22 126.85 45,68 46.67
current share price 41.25 121.26 16.4 134 28 24.5

Margin of Safety to

current share price

in dollars 021 -43.38 10.82 -T.15 17.68 2217
Margin of safety %

between current

price and intrinsic -0.60% -56.71% 39.75% -5.64% 47.51%

Now | need a break from thinking about tyres and then calmly analyse Nokian next week @)!
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