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Lanxess Stock Analysis 
I think I look at least a few dozen investment ideas a week, I try to look everywhere for 
those, on various platforms, search, Value Investing Club and you name it. The Sohn 
Conference is one where many fund managers pitch their idea. David Einhorn's pitch is 
interesting, so here is a deeper dive on the risk and reward. 

 David Einhorn's Sonh 2025 Presentation Video - Lanxess 

I'll first show the stock, then summarize Einhorn's vid and consequently make my 
standard analysis of the business. 
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https://www.youtube.com/watch?v=p6gA5NfIgcQ&t=153s
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Lanxess Stock ETR: LXS - Germany 

 
Chemical business, currently down as most chemicals are plus as a European business, 
it also suffered from high input prices in the last few years, but we are here now, market 
capitalization 2.22 billion, yesterday it was 2.36 billion EUR but oil spiked today. Currency 
EUR, but as a chemical business, 30% US, it is mostly done in USD, like all commodities. 
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David Einhorn's Pitch 
Here is David's video: David Einhorn's Sonh 2025 Presentation Video - Lanxess 

Good strategy but bad luck pressures the stock: 

 
Lanxess divested commodity chemicals and focused on specialty niche businesses. 

 
Lanxess sold its bad businesses at EBITDA levels of 11x while the market values it now at 
5 to 6 times EBITDA. Strong portfolio, reduced complexity, focused on cash generation. 
Quality improved but not recognized. 3 segment businesses, top in niche markets, an 
agglomeration of businesses: 

https://www.youtube.com/watch?v=p6gA5NfIgcQ&t=153s
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Automotive was 40% of sales 10 years ago, now is 10%. 

Why is the stock down? 

Natural gas price input price increased after Russia invaded Ukraine: 

 
There have also been issues with the implementation of ERP SAP system. SAP to be fully 
implemented 2025. Due to a buildup in inventory they had to sell it at lower prices: 
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Europe is still de-stocking the high inventory: 

 
Recession level capacity utilization for chemicals: 



Stock Market Research Platform Sven Carlin 12 June 2025 

 7 

 
Stable EBITDA around 800m to 1 billion EUR over the yearly. Dropped 45% after 2022 due 
to the above issues, just after Lanxess racked up debt to make acquisitions. Dividend cut 
of 90% forced.  

 
Leverage down since 2023, using proceeds from sale of Urethane to further delever.  

No need for high capex in the next years: 
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Goal to maximize profitability: 

 
Could be a tariff beneficiary as 30% of manufacturing is in the US, and in the advanced 
industrial intermediates business Lanxess is the only US manufacturer remaining. Other 
tailwinds are: 



Stock Market Research Platform Sven Carlin 12 June 2025 

 9 

 
On top of the above, there is another 41% stake in Envalior with a put option it to sell the 
stake at 12 times EBITDA available from 2026 onward - Lanxess can select when to make 
the sale: 

 
Here is the valuation that might be even higher in 2025 or 2026, stake could be sold by 
more than 860 million: 
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Analysts value it at zero: 

 
Using FCF and Envalior stake sale to lower debt, the company would have little debt. A 
return to normal capacity utilization could bring EBITDA to 900 million EBITDA by 2028. 
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A 6 times EBITDA multiple would push things higher: 

 
In case of buybacks: 
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To summarize, my opinion on Einhorn's presentation; the stock price is now 26 EUR, even 
if it hits just 52 by 2027, that is a great return. Further, Einhorn knows very well as he first 
invested in this company 20 years ago, but as always when people disagree on YouTube, 
the comments are always how poor the research is, I don't think that can be said about 
Einhorn but let's see: 

 
Also, to keep in mind is Einhorn's long/short investing strategy. We know he is long 
Lanxess but we don't know what he is short where he might or not be hedged for this in a 
way. (since the Tesla short debacle, Einhorn is not disclosing his shorts or discussing 
them in public anymore) Anyway, Einhorn has been doing 13% per year since 1996, and 
therefore it is always good to learn something from him.  
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Lanxess Business Overview 
Apart from doubling US sales over the last decade, Lanxess also drifted away from 
automotive and increased sales into more specialty markets. 

 
Source: November 2024 Capital Market Day 

The transformation process included exiting commodity markets and going more into 
niche things. That should lead to higher margins. 

 
The 3 key business segments are consumer protection, specialty additives and advanced 
intermediates.  

 

https://lanxess.com/en/investors/news-and-events/capital-markets-events
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They have sold a few businesses and acquired others: 

 
The focus industries are the following: 
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The current business overview is the following, we have several business units: 
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With chemicals, pigments, lubrification, metal protection, rubber additives I would say it 
is an industrial business and therefore dependent on industrial demand. With water 
purification, flavors and fragrances, microbiome protection and things like that it is also 
diversified a bit. But, all in all, it can be niche, but not immune to cyclical industrial forces. 

Here is the structure: 

 
Here is a more detailed description of some of the above segment: 

Advanced industrial intermediates including Aromatic network, Inorganic acids, 
Polyols and oxidation products, Organometallics, Phosporus Specialties & Intermediates 

https://lanxess.com/en/products-and-brands/industries/industrial-intermediates
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and Bromine performance products. The applications are everywhere, from 
agrochemicals, semi-conductors, chemicals, other organic molecules and whatnot.  

 
This will depend on industrial demand, but as it is also the case with MMM for example, 
they have created these specialty combinations (120000 various products for MMM) that 
are tailored to the customer and not commoditized. If Lanxess can do that, we can expect 
a bit more stability and better margins over time. We'll see about that later in the financial 
overview. 

Aromatic Network intermediates portfolio consists of Chlorobenzenes, Chlorotoluenes, 
Nitroluenenes, Toluidines, Monoisocyanates, Amines, d/l-Menthol, and bio fuels 
antioxidants. They find application in agrochemicals, flavors and fragrances, high-tech 
plastics and chemicals.  

Polyols and oxidation intermediate portfolio includes Polyols like Trimethylolpropane, 
Oxidation products including Hexanediol, Adipic acid, Glutaric acid, Phthalic anhydride, 
and Phthalimide, and other products such as calcium formate. Many of these products 
are available in both conventional as the more sustainable Scopeblue® range. These 
ranges of products find application in polyester resins, coatings, plasticizers and building 
material additives.  

Inorganic acids portfolio includes Hydrofluoric acid, Sulfuric acid ultra pure, Hydrazine 
Hydrate, Fluorosulfonic acid, Monohydrate, Anhydrite, Thionyl chloride, Oleum and 
Sodium bisulphite. They find application in semi-conductors, lithium batteries, crop 
protection, agrochemicals, and corrosion inhibitors.  

Organometallics portfolio consists of highly reactive, metal-containing specialties like 
Chlorinated and non-chlorinated Aluminum metal Alkyls, Magnesium di-alkyls, Tin 
products, catalysts and stereomodifiers. They find application in polyolefins, elastomers, 
Pharma and fine chemicals, linear alpha olefins and Photovoltaic.  

If I look at the applications of the above, we have catalysts, reagents, crop protection, 
inhibitors, coatings, building materials, flavors and fragrances,  

By segments, we have the following sales: 

https://lanxess.com/en/products-and-brands/industries/industrial-intermediates/aromatic-network
https://lanxess.com/en/products-and-brands/industries/industrial-intermediates/polyols-and-oxidation-products
https://lanxess.com/en/products-and-brands/industries/industrial-intermediates/inorganic-acids
https://lanxess.com/en/products-and-brands/industries/industrial-intermediates/organometallics
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Here is the EBITDA distribution, in line with sales. 

 
I'll go to the annual report and last two conference calls to see what the key drivers and 
issues are for the business these days. 
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Annual Report  
The CEO's letter starts by discussing the bad economic environment and concludes with 
the hope that things will improve alongside an economic recovery. In my opinion, we are 
in average economic times, we haven't seen a proper recession since 2009 and thus it is 
always good to take what the management says with a grain of salt. 

The chemical industry is surely in a downturn, but that might not be because of 
recessions. Anyway, the company is focused on savings, and the portfolio transformation 
is considered complete. 

The Urethane business with sales of 250 million has been sold and the proceeds will be 
used to further lower debt. The goal on debt is to get to an investment grade rating.  

 
2x revenues are the proceeds from the sale, at the same valuation Lanxess would be 
valued at 12 billion minus debt of 2.38 billion. 

A bit more on the business: 

 
Here is an overview of the macro situation and relation to the chemical industry: 
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The chemical industry is still growing globally and that is a positive long-term structural 
trend. If that continues long-term, we can expect capacity utilization to improve and 
consequently margins to follow. 

A global slowdown and major recession in developed markets would be the key risk for 
the company as we see the consequences of a minor contraction in Germany already: 

 
The forecast for 2025 is for growth in all industries except automotive: 
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Despite all the above, the business is still doing business, and the forecasts were not that 
off. 

 
With low cash flows, there will be limited new capacity and then it is about waiting for the 
next boom over the coming years/decade.  

As prices declined, so did revenues. As for net income, there is a lot of accounting 
situations that are not a real costs, therefore we can use the adjusted earnings, or even 
better to use EBITDA minus capex, minus interest and taxes or FCF.  
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This is a chemical business, where as with mining you have significant cash outflows 
while you are building the plant but after than it is just maintenance and cash flows. As 
the transformation period is over, the investments have been done, it is expected for 
capex to be around 300 million per year. 

 
Consequently, if they make 600 million of EBITDA, minus 300 of capex, minus 100 for 
taxes and interest (1% on most debt), we have approximately 200 million in FCF. 
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On debt, rating agencies just look at debt to EBITDA and don't really take into 
consideration asset values, portfolio sales, or the cycle. Thus for now it is not a good 
rating there. 

 
However, the debt cost is ridiculously low at around 1%. 
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Latest financials Q1 2025 
The focus is on deleveraging: 

 
Less capex should improve free cash flows: 

 
they might not refinance, just repay the bonds, even if at 1% interest it doesn't make much 
sense to repay bonds. We'll see what the rates will be in 2027. 
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There has been an improvement recently: 

 
And we could expect cash flows to be around 200 million for the year. 
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On top of it all, there is the option to sell their 41% JV stake at 12 times EBITDA from 2026 
onwards. 
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The dividend is minimal as they focus on deleveraging. When that is done, and the 
investment grade rating is achieved, the 200 million or more in FCF could go for dividends, 
which would be the key catalyst. 
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Conference Call Q1 2025 + Envalior JV stake value 
Tariffs - positive in the US for the company, negative from China competition increasing 
in Europe - neutral impact. 

Question on page 299 from the annual report discussing the value in the Envalior JV. There 
is a lot of discussion on the correct value, but the management clearly says it is all about 
the multiple on EBITDA. 

And here comes Golman with the key question that also likely differentiates analysts from 
the management's view: 

 
Answer: 

- Synergies improving Envalior's profitability 

On momentum, the hope is it just continues as it is: 
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improvement on infrastructure in Germany: 

 
There is fear with the analysts that the cash from the sale of Envalior will not be there: 

https://www.handelsblatt.com/unternehmen/industrie/lanxess-schreibt-mehr-als-eine-halbe-milliarde-euro-ab-aktie-verliert-deutlich/100018962.html
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When it comes to analysts, their job is to focus on the short term. Their clients think short 
term and thus their job is short term. If there is something supposed to happen a year or 
two from now, perhaps even 3, the usual value assigned to it is zero. Of course, if there is 
exuberance and the sector is hot, there are many new stock issuances where investment 
banks get fees, then something that might happen a few years down the road is usually 
extremely exuberantly valued in their models. Thank God we have analysts like that, if not 
there wouldn't be much to do for us... 

Anyway, it is always good to look what analysts have to say and see whether there can be 
value by looking at things from a longer-term perspective. I am not saying analysts are 
wrong, I am just saying given my experience, I now know that anything can happen. So, 
as always, we are looking for margins of safety. 
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Lanxess Stock Valuation 
Investing is good when simple. Let's say they make 200 million in FCF on average over the 
years. 300 to 400 in good times, and likely less than 200 in bad times that we haven't really 
seen as things look ugly, but there is no recession. 

200 million in FCF for a 10% yield would require a market capitalization of 2 billion. They 
have 3 billion in debt that should already be lowered by 500 million as they get their sale 
proceeds this quarter and then further as they might sell their Envalior stake. Let's say 
that, plus the yearly FCF, lowers debt another billion. Now we are down to 1.5 billion in 
debt which is still significant but not crazy given the very low cost of debt. 

Anyway - 200 million is 9% on the current market capitalization of 2.2 billion.  

Potential catalysts: 

- improving EBITDA from 600 to 800 million and consequently cash flows from 200 to 300 
or more.  

- Market revaluation - Lanxess sold many of its businesses for 12 times EBITDA - at 12 
times EBITDA I get 7.2 billion minus 1.5 billion in debt would be around 6 billion - 3x! 

- Increased capacity utilization that improves earnings and FCF, perhaps on Germany's 
high infrastructure investments and Ukraine rebuilding. 

- Envalior JV full stake valorization at 800 or more million 

- after de-leveraging paying a fat dividend 

Potential risks: 

- continued competition from China, lower prices and continued struggle. 

- 10 to 15 years ago, these businesses were selling at 6 times EBITDA, not 12. At 6 times 
EBITDA we are at 3.6 billion, minus the debt after asset sales of 1.5 billion, I am around 2 
billion, which is where the company trades now. 

- there is not moat, it is an ok business, specialized business, but they have no moat, no 
pricing power! 

Conclusion - potential upside is 2 to 3x, or better to say, the likely reward is around 10% 
from the business. The risks are there, could go lower in a recession, market crisis or 
something like that. 

Thus, the risk reward is positive and could be played around in the diversified portfolio for 
starters as a mid position. 
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