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Selected 
portfolio companies

Applied Value Group

Global 
perspectives

Hands-OnPractical over 
theoretical

Fact-basedROI driven

Applied Value is a management consulting & investment firm founded on the 
principles of lean growth and entrepreneurship.

Automotive

Consumer Goods

Industrials & Engineering 

Chemicals & Process

Telecom & Media

…today, a hands-on consultancy 
supporting clients across industries

Industries of Expertise

Investments
Management 
Consulting

Social 
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Background as an internal consultancy 
and change agent within the Swedish 
Stenbeck Group…
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2019
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Our Lean Growth framework is based on Focus, Simplicity, Speed – guiding 
principles to raise client performance.

✓ Define strategic focus
✓ Excel in key capabilities
✓ Use partners for non-core activities

✓ Reduce complexity
✓ Simplify and standardize processes, 

organization and supply chain

✓ Set targets
✓ Measure and improve
✓ Reduce Time to Market-Customer-

Cash

Lean Growth

OPEX Efficiency
Operational efficiency, S&M / G&A productivity, Organization

Gross Margin Improvement
Pricing, Sourcing, VA/VE, Supply Chain, Operations

Capital Efficiency
Working Capital mgmt., Innovation/R&D performance, M&A, Fixed asset leverage

Go-to-Market
Segmentation, Positioning, Product/Channel Mix

Digital Transformation and Efficiency
Strategy, Capability improvement, Execution

SimplicityFocus Speed

Offerings
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Applied Value challenges and supports repeat global clients across 
industries from three offices.

Countries where Applied 

Value has performed 

case work over the last 

ten years

Shanghai

New York

Stockholm

New York

Empire State Building

350 Fifth Ave. Suite 5400

New York, NY 10118

USA

Phone: +1 646 336 4971 

newyork@appliedvalue.com

Shanghai

Room 1504, Tower A, NA Plaza No. 

518 Kunming Road, 

Shanghai, 200041

P.R. China

Phone: +86 21 5213 6390

shanghai@appliedvalue.com

Stockholm

World Trade Center

Kungsbron 1 (G2), PO Box 5047

111 22 Stockholm

Sweden

Phone: +46 8 562 787 00

stockholm@appliedvalue.com
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Global light vehicle production and sale declined to nearly 0 at the height of 
COVID-19 in April with a slight recovery beginning in May.
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Stock market performance of OEM and AT1s were similar during the 
pandemic, they fell further and recovered slower than major global indices.

20%

Jun

-40%

-20%

0%

Feb Mar Apr May Jul

-15%

AT1 Companies SP500Top OEM NikkeiDAXStock Market Movement Jan 2020 to Jun 2020

⚫ Major stock markets declined by around 40% but quickly recovered to near pre-pandemic levels.

⚫ Automotive sector saw slower rebound compared to general indices. OEM as well as Tier 1 Supplier stock price are 14% lower 
compared to the pre-pandemic high in mid-February.

⚫ COVID-19 also caused significant appreciation of the US Dollar as major central banks took various action to combat economic 
turmoil and to prepare for the onset of global recession.

Source: CapIQ, Investor Presentations, AV Analysis
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Most OEMs saw significant damage to both Revenue and EBIT in Q1 2020 
and Q2 is expected to bring similar news or possibly worse.
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Revenue
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Revenue

-21%
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-2,207%

Revenue

-15%

EBIT

-44%

Revenue

6%

EBIT

5%

CQ1 2020 vs. CQ1 2019

Source: CapIQ, Investor Presentations, AV Analysis



9Applied Value Auto Tier One Report – Q1 2020

Many OEMs have announced or executed plans to reopen 75 – 100% of Pre-
COVID capacity by June.

Feb 10 Apr 20 Apr 27 May 4 May 12 May 18 Jun 1

(China)

(Europe) (Europe)(China) (Europe)

(USA)

(Global)

(Global)

(Global)

(Global)

(Global)

(Global)

(Global)

(Global)

Plants reducing shift 
count and length to 
allow for increased 
cleaning measures

GM forced to push back 
addition of 3rd shift one 

week due to parts
shortages from Mexico

Growing Mexican COVID case count has 
delayed some plant openings – Puebla 

ordered VW & Audi to keep plants closed
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Compared to Q1 2019, the majority of Auto Tier 1 suppliers have seen large 
decline in revenue and EBIT.
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Source: Company Financials, Investor Presentations, CapIQ, Applied Value Analysis
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Interior Powertrain Exterior



Table of Contents

› COVID Impact Analysis

› Financial Benchmarking

› Executive Summary

› Chassis

› Powertrain

› Electronics

› Exterior/Body

› Interior

› Conglomerates

› M&A Activity



12Applied Value Auto Tier One Report – Q1 2020

AV’s methodology breaks out Tier One Auto Companies into key Sub 
Segments.

Chassis Powertrain Electronics

Drive controls, engines, 
transmissions, 5C components, 
pistons, heads, engine cooling 
and air management, injectors, 

turbochargers, tubes and hoses, 
antivibration systems

Antilock braking system, lamp and 
headlights, batteries harnesses, 
entertainment and infotainment 

system, control modules, 
regulators, electrical wirings, and air 

conditioning units

Exterior/Body Interior Conglomerates

Axles, exhaust, suspension, 
brakes, bearings, 4WD 
components, fuel tanks, 

bearings

Seats, seat belts, interior 
products, safety related 

products, analog instrument 
panels (IPs), trim, carpet, 

headlines,  mirrors, climate 
control

Suppliers a composite of the 
above categories with no 

distinct specialization

Class A stamping, non-
/structural stampings, 

frame/subframe components, 
body hardware glass, paint, 
body molding, fascias, wiper 

systems, door handles, 
seals, and wheels
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Applied Value has assessed 89 publicly traded Auto Tier 1 companies across 
6 different operational segments.

Segment Companies

Total in 

Analysis

Chassis 18

Powertrain 20

Electronics 18

Exterior/Body 6

Interior 16

Conglomerates 11

https://www.google.com/url?sa=i&url=http%3A%2F%2Fww1.safholland.dk%2Fsites%2Fdenmark%2Fen-US%2Faboutus%2Fpress%2Flogos%2FPages%2Fdefault.aspx&psig=AOvVaw3j5u5Z6PTIn50_WrqGlfn0&ust=1585126904101000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIDC34PgsugCFQAAAAAdAAAAABAI
https://www.google.com/url?sa=i&url=http%3A%2F%2Fwww.mynewsdesk.com%2Fjtekt&psig=AOvVaw2vJ0CFNiFFC5K3Hgc5Sjtw&ust=1583425506883000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCKDj2fedgegCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=https%3A%2F%2Fwww.denso.com%2Fglobal%2Fen%2F&psig=AOvVaw0ZPwIO33sYlJStBwLgVCDw&ust=1583547236871000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCMC-46fjhOgCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=http%3A%2F%2Fseekvectorlogo.com%2Fpanasonic-vector-logo-svg%2F&psig=AOvVaw3ulK1dXO8CiY8DJGZdzsEU&ust=1583428529119000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCNC1wYupgegCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=http%3A%2F%2Fseekvectorlogo.com%2Fvisteon-vector-logo-svg%2F&psig=AOvVaw1T7v1gEYBOZOeZRq243BIx&ust=1583428582313000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCKjioKWpgegCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=https%3A%2F%2Fwww.stockopedia.com%2Fshare-prices%2Ffutaba-industrial-co-TYO%3A7241%2F&psig=AOvVaw3NFjRcd9L2dSAo2HhjkD7X&ust=1583549200962000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIiXvdjqhOgCFQAAAAAdAAAAABAD
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Applied Value has analyzed 18 companies in the Chassis segment.

Chassis

Axles, exhaust, suspension, 
brakes, bearings, 4WD 
components, fuel tanks, 

bearings

Chassis Segment Revenue Performance:
Q1 2020 vs. Q1 2019

-11.0% -11.2%
-12.5% -13.1% -13.1%

-14.7%
-15.9%

ConglomAverageExteriorPowertrain Electronics Chassis Interior

Electronics

-133.0%

Exterior InteriorAverage PowertrainChassis Conglom

-55.3%

-81.5%

-62.4% -64.8%

-82.8%
-90.5%

Rev Development

Industry Average

Chassis

Chassis Segment EBIT Performance:
Q1 2020 vs. Q1 2019

EBIT Development Chassis

Industry Average

Source: CapIQ, Investor Presentations, AV Analysis

https://www.google.com/url?sa=i&url=http%3A%2F%2Fwww.mynewsdesk.com%2Fjtekt&psig=AOvVaw2vJ0CFNiFFC5K3Hgc5Sjtw&ust=1583425506883000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCKDj2fedgegCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=http%3A%2F%2Fww1.safholland.dk%2Fsites%2Fdenmark%2Fen-US%2Faboutus%2Fpress%2Flogos%2FPages%2Fdefault.aspx&psig=AOvVaw3j5u5Z6PTIn50_WrqGlfn0&ust=1585126904101000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIDC34PgsugCFQAAAAAdAAAAABAI
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ROIC snapshot for Chassis segment.
Peer Group ROIC LTM

NOPAT

Top Performers       (LTM ROIC) Dorman +9.6% SKF +9.5% Martinrea +8.4%

Bottom Performers (LTM ROIC) Leoni -13.4% Cooper -0.7% AAM +1.3%

Segment  
Average 
WACC

ROIC = Return on Invested Capital (actual return that the company has generated after tax)

WACC = Weighted Average Cost of Capital (the required return that  the company must generate in order create value, i.e. a ROIC>WACC creates shareholder value)

Source: Capital IQ, Annual reports, Applied Value Analysis

1

2

3

-6% -4% -2% 0% 2% 4% 6% 8% 10%

CTR 2% 5% 10% 20%5.67%-5% -2%-10%

https://www.google.com/url?sa=i&url=http%3A%2F%2Fwww.mynewsdesk.com%2Fjtekt&psig=AOvVaw2vJ0CFNiFFC5K3Hgc5Sjtw&ust=1583425506883000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCKDj2fedgegCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=http%3A%2F%2Fww1.safholland.dk%2Fsites%2Fdenmark%2Fen-US%2Faboutus%2Fpress%2Flogos%2FPages%2Fdefault.aspx&psig=AOvVaw3j5u5Z6PTIn50_WrqGlfn0&ust=1585126904101000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIDC34PgsugCFQAAAAAdAAAAABAI
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Chassis sector saw significant revenue decline of -13.1% in Q1 2020 due to 
the impact of COVID-19.

Chassis’ EBIT Margin x Revenue Growth
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83.2% 84.4%

› Dorman was the only company in the chassis segment to record
increased revenue in Q1 2020 vs. the same period last year and
attributed this favorable comparison to a difficult product launch
that hindered sales in Q1 2019.

› Cooper Standard suffered a significant 25.4% decline in
revenue year on year, which was mainly driven by the COVID-
19 pandemic as well as its divestiture of the Anti-Vibration
Systems business to continental. Foreign exchange fluctuation
also had significant adverse effect on its top line.

› Martinrea revenue declined 14.7% in Q1 2020 due to general
weakness in the automotive market and COVID-19. However,
revenue will likely rebound with the acquisition of Metalsa and
its entry into passenger car structural component business.

Source: CapIQ, Investor Presentations, AV Analysis
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Average Gross Margin of chassis segment was 15.7% in LTM, with Dorman 
and SKF as leaders and Cooper Standard lagging with Gross Margin of 6.6%.

Note: Dorman only serves Aftermarket, thus the higher Gross Margins compared to peers

Source: Interim & Annual Reports, Capital IQ, Applied Value analysis.
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› Akebono saw an increase in Gross 
Margin that can be attributed to 
positive effects from measures for 
fixed cost reduction in Japan and 
optimization of human resources and 
cost reduction in North America, 
despite declining order volume in 
North America and China. 

› SKF was able to maintain one of the 
segment’s highest gross margins 
despite recording  revenue decline of 
5.6% YoY in Q1 2020. The high 
margin is attributed to continuous 
emphasis on efficient operations and 
targeted cost reduction and is 
expected to improve further with 
implementation of AI-driven efficiency 
improvement initiatives.

› SHOWA recorded gross margin of 
24.2% in Q1 2020. It initiated the 
acquisition of Hitachi Chemical for 
$8.9 million. This merger is aimed to 
enhance SHOWA’s expertise in high-
tech and electronic materials to 
further improve competitiveness in 
international markets.

Q1 2020 Q1 2019

LTM
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Applied Value has analyzed 20 companies in the Powertrain segment.

Powertrain

Drive controls, engines, transmissions, 5C 
components, pistons, heads, engine cooling and 
air management, injectors, turbochargers, tubes 

and hoses, antivibration systems

Powertrain Segment Revenue Performance:
Q1 2020 vs. Q1 2019

-11.0% -11.2%
-12.5% -13.1% -13.1%

-14.7%
-15.9%

InteriorExteriorPowertrain Electronics Average Chassis Conglom

-133.0%

InteriorElectronics Conglom PowertrainAverageChassis Exterior

-55.3%

-81.5% -82.8%

-62.4% -64.8%

-90.5%

Rev Development

Industry Average

Powertrain

Powertrain Segment EBIT Performance:
Q1 2020 vs. Q1 2019 Industry Average

EBIT Development Powertrain

https://www.google.com/url?sa=i&url=https%3A%2F%2Fwww.denso.com%2Fglobal%2Fen%2F&psig=AOvVaw0ZPwIO33sYlJStBwLgVCDw&ust=1583547236871000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCMC-46fjhOgCFQAAAAAdAAAAABAD
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0

1

2

3

-2% 1% 3% 5% 7% 9%

ROIC snapshot for Powertrain segment.
Peer Group ROIC LTM

Top Performers       (LTM ROIC) Allison +16.1% Cummins +12.6% Nexteer +12.6%

Bottom Performers (LTM ROIC) Seojin +0.3% Nemak +0.8% Denso +1.5%

ROIC = Return on Invested Capital (actual return that the company has generated after tax)

WACC = Weighted Average Cost of Capital (the required return that  the company must generate in order create value, i.e. a ROIC>WACC creates shareholder value)

Source: Capital IQ, Annual reports, Applied Value Analysis.
WACC: Damodaran Online. 

Segment  
Average 
WACC

NOPAT

CTR 2% 5% 10%6.09% 20% 60%-2%

23% 25%

https://www.google.com/url?sa=i&url=https%3A%2F%2Fwww.denso.com%2Fglobal%2Fen%2F&psig=AOvVaw0ZPwIO33sYlJStBwLgVCDw&ust=1583547236871000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCMC-46fjhOgCFQAAAAAdAAAAABAD
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Powertrain segment was the least impacted by COVID-19 vs. other 
segments, but still recorded a loss of -11.0% in Q1 ’20 vs. Q1 ‘19.

Powertrain’s EBIT Margin x Revenue Growth, year-over-year
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Powertrain’s Quarterly Development
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› The powertrain segment was the AT1 segment least affected by 
COVID-19 from a revenue perspective with a -11.0% hit to Q1 
2020 revenue vs. Q1 2019. 

› Tenneco, typically one of the segment’s most rapid growers 
experienced a -14.4% dip in Q1 2020. Amid the bad news, 
Tenneco was able to announce a positive development in 
March 2020 - a cobalt substitute material for its engine products 
to mitigate impact of cobalt price fluctuations.

› Linamar saw the segment’s most severe revenue decline in Q1 
2020 at  -12.5% vs. Q1 2019, while Rheinmetall was the 
segment’s only growth story, carving out a minimal 1.2% growth 
over the same period.
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The average gross margin of powertrain sector in LTM was 21.4%, while
gross margin volatility was on average 1.3%.

Note 1: Allison’s high gross margin is attributed to it’s focus on automatic transmissions

Note 2: Automotive is only 10% of Hitachi’s Revenue

Source: Interim & Annual Reports, Capital IQ, Applied Value analysis.

Powertrain Gross Margin

› Allison Transmissions maintains a 
high margin of 51.2% despite COVID-
19 impact on its core on-highway 
market. This is because the negative 
effect on margins from the pandemic 
is largely offset by growing demand 
from defense and support equipment 
market.

› Modine has separated its automotive 
business from the VTS segment 
through physically separating 
manufacturing, setting up stand-alone 
business process and internal 
systems etc. This separation is aimed 
to improve earnings and cash flow 
through the divestment of most 
valuable assets.

› Rheinmetall is the only company with 
positive revenue growth in Q1 2020 at 
a rate of 1.2%. However, this growth 
is the result of growth from its defense 
business which was not influenced by 
the COVID-19 pandemic and sales 
increased sharply by 18% in the first 
quarter.
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Applied Value has analyzed 18 companies in the Electronics segment.

Electronics

Antilock braking system, lamp and headlights, 
batteries harnesses, entertainment and 

infotainment system, control modules, regulator, 
electrical wirings, and air conditioning units

Electronics Segment Revenue Performance:
Q1 2020 vs. Q1 2019

-11.0% -11.2%
-12.5% -13.1% -13.1%

-14.7%
-15.9%

InteriorElectronicsPowertrain Exterior Average Chassis Conglom

Electronics Exterior

-133.0%

Chassis Interior

-62.4%

AverageConglom Powertrain

-55.3%

-81.5%
-64.8%

-82.8%
-90.5%

Rev Development

Industry Average

Electronics

Electronics Segment EBIT Performance:
Q1 2020 vs. Q1 2019

EBIT Development

Industry Average

Electronics
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ROIC snapshot for Electronics segment.
Peer Group ROIC LTM

ROIC = Return on Invested Capital (actual return that the company has generated after tax)

WACC = Weighted Average Cost of Capital (the required return that  the company must generate in order create value, i.e. a ROIC>WACC creates shareholder value)

Top Performers       (LTM ROIC) Gentex +15.0% Metair +10.9% Koito +8.7%

Bottom Performers (LTM ROIC) Valeo -0.6% Stoneridge -0.2% Tokai +1.9%

NOPAT

Segment  
Average 
WACC

1

2

3

4

0% 2% 4% 6% 8%

CTR 5% 10% 20%7.39% 60%

16% 18%
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Electronics’ EBIT Margin x Revenue Growth, year-over-year
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Mobis

Hella

Visteon

Aptiv

Flex

Koito

Gentex

Hi-Lex

Metair

Mitsubishi Electric

Nippon Seiki
Panasonic

Valeo

Stoneridge

Sumitomo Electric
Tokai

-1.3% -1.2%
-4.6%

-11.2%

Q3 2019Q2 2019 Q1 2020Q4 2019

Revenue Growth, Y-o-Y

EBIT Margin

Electronics’ Quarterly Development

SG&A/Sales

COGS/Sales

11.4% 10.8% 11.0% 10.2% 11.4% 10.9% 11.8% 10.4%
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2019
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78.4% 78.9% 78.7% 78.9% 79.4% 79.4% 79.2% 81.5%
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2018
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› Gentex reported highest EBIT margin amongst peers at 23.1% in 
LTM on top of a -3.2% decrease in revenue. The high margin is 
attributable to a strong product mix which mitigated the effects of 
falling demand.

› Due to the world-wide production suspension caused by COVID, 
Stoneridge’s revenue decreased by 16.2% Q-o-Q, but its gross 
margin improved slightly due to decline in raw material and 
overhead costs.

› Hi-Lex revenue declined sharply -20.6% in Q1 2020 vs. Q1 2019, 
although revenue had already been on a downward trajectory 
ahead of the outbreak.

Average 

LTM – 1

Average 

LTM

8.2% 6.3%

Average 

LTM – 1

Average 

LTM

10.6% 10.8%

Average 

LTM – 1

Average 

LTM

78.8% 79.8%

Compared to Q1 2019, Electronics' sector revenue dropped by -11.2% in 
Q1 2020.
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COVID brought significant impact to the Gross Margin of Valeo and Stanley 
Electric, propelling both companies to the bottom of their peer segment.

Note 1: Omron’s Gross Margin is higher because of their Industrial Automation Business segment

Source: Interim & Annual Reports, Capital IQ, Applied Value analysis.

Electronics Gross Margin

› Mobis weathered the COVID-19 
pandemic exceptionally well with 
revenue decline of only 3.6% in Q1 
2020 largely due to strong 
performance of its electrification 
segment, which grew nearly 22.3% 
resulting in 5.7% revenue growth in 
LTM. The company is emphasis 
R&D in electrification segment.

› Panasonic established a joint 
venture with Toyota, this 
collaboration focuses on the 
development of more durable and 
high quality automotive prismatic 
battery with high cost 
effectiveness. Via such 
cooperation Panasonic may 
become more competitive in 
battery related markets.

› Aptiv formed joint venture with 
Hyundai in the development of 
autonomous driving capabilities. 
The venture aims to develop road 
ready Level 4 & 5 technology by 
2022 with fully driverless testing 
system road ready by 2020.
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Applied Value has analyzed 6 companies in the Exterior/Body segment.

Exterior/Body

Class A stamping, non-/structural stampings, 
frame/subframe components, body hardware 

glass, paint, body molding, fascias, wiper 
systems, door handles, seals

Exterior Segment Revenue Performance:
Q1 2020 vs. Q1 2019

-11.0% -11.2%
-12.5% -13.1% -13.1%

-14.7%
-15.9%

InteriorExteriorPowertrain AverageElectronics ConglomChassis

ExteriorAverageChassis

-133.0%

InteriorElectronics

-90.5%

Conglom Powertrain

-55.3%

-81.5%

-62.4% -64.8%

-82.8%

Rev Development Exterior

Industry Average

Exterior Segment EBIT Performance:
Q1 2020 vs. Q1 2019

ExteriorEBIT Development

Industry Average
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1

2

0% 2% 4%

ROIC snapshot for Exterior/Body segment.
Peer Group ROIC LTM

CTR

NOPAT

10% 4.38%

ROIC = Return on Invested Capital (actual return that the company has generated after tax)

WACC = Weighted Average Cost of Capital (the required return that  the company must generate in order create value, i.e. a ROIC>WACC creates shareholder value)

Source: Capital IQ, Annual reports, Applied Value Analysis.
WACC: Damodaran Online. 

Segment  
Average 
WACC

Top Performers       (LTM ROIC) Gestamp +5.5% Topre +5.1% Superior +3.5%

Bottom Performers (LTM ROIC) Unipres +1.1% Sungwoo +1.1% G-Tekt +3.2%
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Exterior/Body segment endured a 12.5% decline in Q1 2020 revenue vs. the 
same period last year.

Exterior/Body’s EBIT Margin x Revenue Growth, year-over-year
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› The Exterior/Body segment experienced an overall revenue 
decrease of -12.5% in Q1 2020 vs. Q1 2019, performing 
slightly better than the average of all Auto Tier 1 companies, 
which recorded -13.1%.

› Topre outperformed peers, maintain nearly flat revenue while 
others declined. Recent performance has been aided by its 
acquisition of Mitsuike Co in Q2 of 2019.

› G-Tekt revenue declined 22.8% in Q1 2020 due to weakness in 
demand caused by global automotive slump and COVID-19. 
The decline is largely driven by strong decline in the North 
America and Asia markets.
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Unipres experienced most significant decline in Gross Margin in Q1 2020 
recording 7.6% down from 15.2% in Q1 2019.

Source: Interim & Annual Reports, Capital IQ, Applied Value analysis.

Exterior/Body Gross Margin

› Gestamp’s gross margin was one 
of the least affected by COVID, 
owed to sales in North American 
markets and favorable foreign 
exchange rates, which partially 
offset the influence of production 
shutdown. It maintains status as 
the segment’s best gross margin 
primarily due to accounting 
policies.

› Superior Industries saw revenue 
decrease of 15.8% Y-o-Y while 
gross margin declined by 1.6%. 
Superior Industries’ sales in 
Europe and North America market 
declined by 18.6% and 19.0%, 
respectively in Q1 2020. 

› Sungwoo margin fell by 3.7% 
quarter on quarter.
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Applied Value has analyzed 16 companies in the Interior segment.

Interior

Seats, seat belts, interior products, instrument 
panels (IPs), trim, carpet, headlines, HVAC, 

mirrors, climate control

Interior Segment Revenue Performance:
Q1 2020 vs. Q1 2019

-11.0% -11.2%
-12.5% -13.1% -13.1%

-14.7%
-15.9%

AveragePowertrain Electronics ConglomExterior Chassis Interior

-133.0%

-82.8%

Electronics InteriorAverageChassis ExteriorConglom Powertrain

-90.5%

-55.3%

-81.5%

-62.4% -64.8%

Rev Development

Industry Average

Interior

Interior Segment EBIT Performance:
Q1 2020 vs. Q1 2019

EBIT Development

Industry Average

Interior
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ROIC snapshot for Interior segment.
Peer Group ROIC LTM

2% 5% 10%6.22% 20%

Segment  
Average 
WACC

ROIC = Return on Invested Capital (actual return that the company has generated after tax)

WACC = Weighted Average Cost of Capital (the required return that  the company must generate in order create value, i.e. a ROIC>WACC creates shareholder value)

Source: Capital IQ, Annual reports, Applied Value Analysis.
WACC: Damodaran Online. 

Top Performers       (LTM ROIC) Lear +12.1% Gentherm +12.0% Autoliv +9.4%

Bottom Performers (LTM ROIC) Autoneum -3.3% Lydall -1.5% TACHI-S -0.0%

CTR

NOPAT

-2%
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Interior’s EBIT Margin x Revenue Growth, year-over-year
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Faurecia

Adient

Autoneum

Gentherm
Grammer

Kasai Kogyo

Lear

Lydall

Nihon Plast

Polytec

Toyoda Gosei

TS TECH

Toyota Boshoku

› Grammer experienced a 11.4% decline in sales compared to 
Q1 2019 due to production shutdown in China, lower demand, 
and unfavorable currency exchange. However, LTM revenue 
growth remains positive largely driven by strong sales in its 
commercial vehicle business in H1 2019.

› TS Tech had the worst performance on revenue growth with a 
decline of -12.7%; TACHI-S performed worse on the EBIT front 
with an EBIT Margin of 0% over the LTM. 

› Compared to other benchmarked firms, Polytec’s revenue 
decline was relatively small at -2.2%. This is mainly due to 
increase in its passenger cars and light commercial vehicles 
business which offset the decline in its commercial vehicles 
business. 
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Interior Q1 ’20 revenue dropped 14.7% compared to Q1 ’19, with the most 
dramatic revenue decline coming from Autoneum’s H1 results.

Note: Autoneum reports semi-annually
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Faurecia saw significant Gross Margin decline in Q1 ‘20, propelling them to 
the bottom of the interior segment & increasing the volatility of their Margin.

Source: Interim & Annual Reports, Capital IQ, Applied Value analysis.

Interior Gross Margin

› Lear showed a decline in revenue in 
the first quarter due to weak sale in 
its Thermal Acoustical segment. 
Lear also invested in mobility 
technologies developments. This 
move may facilitate the company’s 
innovation on intelligent mobility and 
experience-enabling technologies. 

› Faurecia finished the acquisition of 
50% stake in SAS from Continental 
with goal to enhance its interior 
modules and develop its own JIT 
network. Further, Faurecia could 
leverage current SAS business 
across various regions to enhance 
growth potential.

› Due to the lowering of global 
demand for light vehicle coupled 
with the effect of COVID-19, 
Autoliv’s revenue declined by 15.1% 
in Q1 2020. However, its overall 
gross margin increased by 0.5% 
due to lowering of material costs, 
favorable currency exchange, and 
workforce adjustments.
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Applied Value has analyzed 11 companies in the Conglomerates segment.

Conglomerates

Suppliers a composite of the above 
categories with no distinct specialization

Conglom Segment Revenue Performance:
Q1 2020 vs. Q1 2019

-11.0% -11.2%
-12.5% -13.1% -13.1%

-14.7%
-15.9%

Exterior InteriorPowertrain Electronics ConglomAverage Chassis

Exterior

-133.0%

Powertrain

-90.5%

Chassis InteriorAverageElectronics Conglom

-62.4%
-55.3%

-81.5%
-64.8%

-82.8%

ConglomRev Development

Industry Average

Conglom Segment EBIT Performance:
Q1 2020 vs. Q1 2019

EBIT Development

Industry Average

Conglom

https://www.google.com/url?sa=i&url=https%3A%2F%2Fwww.stockopedia.com%2Fshare-prices%2Ffutaba-industrial-co-TYO%3A7241%2F&psig=AOvVaw3NFjRcd9L2dSAo2HhjkD7X&ust=1583549200962000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIiXvdjqhOgCFQAAAAAdAAAAABAD
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0

1

2

3

4

-7% -5% -3% -1% 1% 3% 5%

ROIC snapshot for Conglomerates segment.
Peer Group ROIC LTM

Segment  
Average 
WACC

NOPAT

ROIC = Return on Invested Capital (actual return that the company has generated after tax)

WACC = Weighted Average Cost of Capital (the required return that  the company must generate in order create value, i.e. a ROIC>WACC creates shareholder value)

ZF reports semi-annual earnings, financial data based on twelve month prior to June of 2019

Source: Capital IQ, Annual reports, Applied Value Analysis. WACC: Damodaran Online. 

Top Performers       (LTM ROIC) Magna +10.5% Huaxiang +8.9% Kongsberg +7.5%

Bottom Performers (LTM ROIC) Horizon -12.5% Futaba 0.5% China XD +1.6%

CTR 2% 10%6.47% 20%-2%-5%-10%-20% 5%

https://www.google.com/url?sa=i&url=https%3A%2F%2Fwww.stockopedia.com%2Fshare-prices%2Ffutaba-industrial-co-TYO%3A7241%2F&psig=AOvVaw3NFjRcd9L2dSAo2HhjkD7X&ust=1583549200962000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIiXvdjqhOgCFQAAAAAdAAAAABAD
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Conglomerate’s EBIT Margin x Revenue Growth, year-over-year
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EBIT Margin

Conglomerate’s Quarterly Development
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4.5% 2.1%

Average 

LTM – 1

Average 

LTM

8.2%
7.4

%

Average 

LTM – 1

Average 

LTM

85.9% 87.2%

After a growth of revenue in Q4 2019, Conglomerates revenue decreased 
significantly by 15.9% in Q1 2020 compared with the same period last year.

› Conglomerates in general saw significant revenue decline in 
Q1 2020. Further, the segment has the lowest EBIT margin 
compared all other segments at 1.0%. 

› Huaxiang saw revenue decline 25.5% in Q1 2020 compared 
with the same period last year, although it’s revenue in the last 
twelve months remains up 6.4%.

› Futaba performed well in Q1 2020 with revenue only 
decreasing 1.5% while maintaining its gross margins largely 
due to its effective cost management as well as structural 
reorganization. 

ZF reports semi-annual earnings, financial data based on twelve month prior to June of 2019
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Overall conglomerate segment displayed a decrease of gross margin due to 
falling demand and production suspension caused by pandemic.

Source: Interim & Annual Reports, Capital IQ, Applied Value analysis.

Conglomerate Gross Margin
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Q1 2020 Q4 Benchmark

› Continental revenue declined by 
10.9% compared to Q1 2019 due 
to falling demand in Asian and 
European markets. In February 
2020, Continental established a 
strategic partnership with Menke 
Agrar for drive belts.

› ZF reported gross margin of 
15.7% in FY 2019. In Q1 2020, it 
completed the acquisition of 
WABCO to enhance its product 
offering in commercial brakes and 
enhance innovation and R&D 
expertise.

› Textron reported highest EBIT 
margin at 7.9% while maintaining 
revenue levels. This is because 
the revenue of its defense 
business increased during first 
quarter with a good performance 
on margin. 

ZF reports semi-annual earnings

LTM
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Company Target Value, USD

730
1,646

7,244
5,550

864 949
2,569

1,561

Q2 2018 Q3 2018 Q4 2018 Q2 2019Q1 2019 Q3 2019 Q4 2019 Q1 2020

Total M&A transaction amount previous 2 years, MUSD*

Target Description

Top 5 Most Recent M&A Activity

15,169

5,943

LTM - 1 LTM

-61%

Close Date

900M
Autokiniton Global Group, pursues investments in the global 
automotive supply industry and acquired Tower International. 09/30/2019

230M
Continental closed its deal to divest 50% stake in SAS 
Autosystemtechnik to Faurecia for $230 million.

01/30/2020

Divestures

Acquisitions

In Jan 2020, BorgWarner announced that it had entered into a definitive 
agreement to acquire Delphi in bid to strengthen product offerings.

*Note – Total amount only includes the 86 firms that we have analyzed in the report

230M Faurecia finished acquiring the remaining 50% stake of SAS 
Autosystemtechnik from Continental AG.

01/30/2020

3.3B BorgWarner is in the process of acquiring Delphi for 3.3 billion 
to expand product offering in clean energy engines.

Est. Q3 2020

M&A Activity

110M Honda and Nissin Kogyo finished acquiring remaining 51% 
stake of VBS from Veoneer AB for $110 million.

02/03/2020
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In January of 2020, BorgWarner announced the acquisition of Delphi for 
USD 3.3 billion to improve operational efficiency and enhance product lines.

Acquirer Information

BorgWarner

• BorgWarner is a leading automotive powertrain supplier with focus 
on transmissions and propulsion products for commercial 
automotive manufacturers

• Product line includes various transmission, clutch, turbochargers, 
engines, and drive components

• BorgWarner has an annual revenue of ~USD 10 billion and owns 
the majority of relevant market share in North American markets

• BorgWarner has strong strategic relationship with Ford, FCA, and 
GM in the North American markets

Target Information

Delphi Technologies

• Delphi Technologies is the powertrain unit of the former Delphi 
Automotive that was spun-off in 2017. The company is 
headquartered in London and provide mainly combustion product  

4,407 4,486
4,849 4,858

4,361

703 690 732 660 456

2015 2016 2017 2018 2019

Revenue EBITDA

• Delphi Technologies generated $4.4 billion of revenue in 2019 
with declining revenue trend

19.4

23.9

18.1

14.5 13.5 13.0
14.8

Jan-19 Apr-19 Jul-19 Oct-19 Jan-20

Monthly Average Stock Price

• Delphi Technologies stock price declined by more than 40% in 
2019 due to declining EBITDA margins

• Prior to its acquisition announcements, the company was valued 
at ~4.5x EBITDA 

Deal Related Information

Total Deal Valuation:

$3.3 Billion

Estimated Cost-Synergies

$125 million

Share Price Before

$11.6

Est. Purchase Price

~$14

5-year EBITDA multiple

6.0x

Acquisition EBITDA

4.9x

Premium Paid

~20%

Industry Average

30%-45%

Horizontal Acquisition – All Stock

Goal of increase operational efficiency and enhance 
electrification related product lines
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In September of 2019, AGG acquired competitor Tower International for 
$900 million in a horizontal merger.

Acquirer Information

Autokinition Group

• Autokinition Group is a leading North American Supplier of metal 
formed components and complex assemblies to the auto industry

• Manufacturers body structurer, interiors, closures, and chassis 
components

• Wholly owned by KSP Capital Partners which is a family owned 
private equity fund with portfolio companies aggregate revenue 
totaling $6.8 billion

• AGG has long-standing relationships with automotive manufacturer 
including GM, Ford, Nissan, Honda, Tesla, and BMW

Target Information

Tower International

• Tower International is a leading global automotive structural 
metal components manufacturer with strong presence in the 
United States, Mexico, and Brazil

1,796

1,319 1,382
1,571 1,492

166 113 154 156 136

2015 2016 2017 2018 2019

Revenue EBITDA

• Tower International recorded $1.5 billion in revenue in 2019 with 
EBITDA of $136 million, a margin of 9.1%

24.21

29.42

25.91

21.73
23.46

18 18.96

30.91 30.9

1/1 2/1 3/1 4/1 5/1 6/1 7/1 8/1 9/1

Monthly Average Stock Price

• Prior to acquisition, Towers International stock price declined by 
more than 40% in 2019 due to the decline in automotive industry

• Prior to its acquisition announcements, the company was valued 
at ~4x EBITDA 

Deal Related Information

Total Deal Valuation:

$900 million

Good Will Created

$259 million

Share Price Before

$19

Acquisition Price

$31

5-year EBITDA multiple

4.28x

Acquisition EBITDA

7.56x

Premium Paid

~70%

Industry Average

30%-45%

Horizontal Acquisition

Goal of increase market size, efficiency, and competitiveness




