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Rights Issue May Be a Turning Point  

 Global player in integrated solutions for energy, telecom, and rail infrastructure. Tesmec is 
active in the design, production and marketing of systems and integrated solutions for the 
construction, maintenance and diagnostics of infrastructure (overhead, underground and 
railway network) for the transport of energy, data (fibre optic and 5G telecom infrastructure). 
The group operates through three business divisions: Energy including the Stringing segment, 
where Tesmec has global leadership, and the Energy Automation segment; Trencher: high 
powered machines for linear and bulk excavation; and Rail: catenary installation, 
maintenance and diagnostics. Approx. 80% of sales are generated outside Italy.   

 Exposure to attractive end-markets, which are expected to grow faster in the post-Covid 
era. Green and digital drive market opportunities. The company’s business is exposed to 
markets characterised by significant growth opportunities in coming years associated with 
rising investments in infrastructure, driven by sustainability and digitalisation. Key end-markets 
for the group are: Energy&Renewables (involving the Energy and Trencher businesses), 
where Tesmec will benefit from investments associated with the energy transition, smart 
grids, and the growing share of renewables; Telecom&Fibre (involving the Energy and the 
Trencher businesses), where Tesmec will benefit from investments in fibre and 5G telecom 
infrastructures; Rail (involving the Energy and the Rail businesses), where Tesmec will benefit 
from investments in infrastructure maintenance and diagnostics driven by the focus on 
green mobility and more stringent legislation in Europe.  

 Increasing recurring services support better visibility on revenues, rising margins, and 
improving cash flow profile. Group profitability is expected to grow significantly in coming 
years. Beside the impact of economies of scale and operating leverage, margin expansion 
is structurally supported by: the standardisation and rationalisation of the product portfolio 
compared to the current overlap of digital and traditional products; the growth expected 
at the Energy Automation business (software component); the development of rental and 
after-sales services at Trencher. The rationalisation of platforms should drive better working 
capital management (lower inventories), thus improving the cash flow profile. 

 2020-23 industrial plan. The financial targets in the 2020-23 industrial plan were approved by 
the board on 3 September and point to a 2019-23 CAGR of +8.5%/10.0% for revenues and 
+17%/18.0% for EBITDA. Thanks to credit lines available to the group, the plan is not based on 
the proceeds from the capital increase. However, Tesmec needs to strengthen its balance 
sheet after NFP deterioration in recent years.   

 Rights issue of up to Eu35mn. The rights issue was launched on 23 November and is 
guaranteed for Eu25.3mn (70%), of which Eu22mn by the majority shareholder TTC.     

 Valuation. We value Tesmec (NOT RATED) through a DCF model yielding a fair value of 
equity pre-money (unchanged) at ca. Eu110mn. Assuming the full subscription of the capital 
increase (Eu35mn, 499,376,200 newly issued shares), we end up with a fair value per share 
ex rights of Eu0.22. This indicative valuation does not discount any execution risk in achieving 
the business plan targets and the need to build up a track record in combining growth with 
FCF generation to win investors’ confidence. However, if targets are achieved, the stock has 
significant upside potential.  

 
 
The reproduction of the information, recommendations and Research produced by Intermonte SIM contained herein, and of any of its parts, is 
strictly prohibited. None of the contents of this document may be shared with third parties without Company authorization 
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Reuters code:                      TES.MI 
Bloomberg code:                      TES IM 
 
 
Performance             1M         3M        12M 
Absolute               -39.7%    -50.9%    -72.5% 
Relative                -51.8%    -60.5%    -65.6% 
 
 
SHAREHOLDER DATA 
Total No. Of shares (mn):                      107 
Max No. Of shares (post-RI) (mn)*:     602 
* ex-treasury shares, Eu35mn rights issue 
 
 
Main Shareholder: 
TTC Group                                           46.1% 
 

 

 

 

 

 

 

 

 

* *4services consolidated as from April 2020 

Please see important disclaimer on 
the last page of this report 
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Executive Summary 

Global player in products and integrated solutions for energy, telecom, and rail infrastructure. 
Tesmec Group is active in the design, production and marketing of systems and integrated solutions 
for the construction, maintenance and diagnostics of infrastructure (overhead, underground and 
railway network) for the transport of energy, data (fibre optic and 5G telecom infrastructure) and 
materials (oil, gas and water), as well as technologies for quarrying and surface mining. The group 
operates through three business divisions: Energy (the Stringing BU, where Tesmec has global 
leadership, and the Energy Automation BU) accounting for 22% of pro-forma FY19 revenues; 
Trencher (high powered machines for linear and bulk excavation) accounting for 62% of FY19 pro-
forma revenues; and Rail (catenary installation, maintenance and diagnostics) accounting for 16% 
of FY19 pro-forma revenues. The group’s historical core business are Stringing machines for energy 
infrastructure and Trencher. In recent years, the company has developed its presence in Rail 
(connected rail vehicles and services for electrification, infrastructure maintenance and diagnostics) 
and Energy Automation (machines and sensors for power grids, leveraging on strong relationships 
with utilities). Approx. 80% of sales are generated outside Italy. 

Revenue breakdown by business (2019 pro-forma)  Revenue breakdown by geography (9M20) 

 

 

 
Source: Company presentation November 2020  Source: Company presentation October 2020 

Exposure to attractive end-markets expected to grow faster in the post-Covid era. Green and digital 
drive market opportunities. The company’s business is exposed to markets characterised by significant 
growth opportunities in coming years associated with rising investments in infrastructure driven by 
sustainability and digitalisation. The group’s key end-markets are:  

 Energy&Renewables (involving the Energy and Trencher businesses), where Tesmec will benefit 
from investments associated with energy transition and the growing share of renewables in the 
energy mix, the development of smart grids (key driver of the Energy Automation BU), as well as 
investments to improve the efficiency of electricity distribution and transmission. In particular, the 
solutions developed by Tesmec make it possible to use new generation conductors (HTLS - high 
temperature low sag - characterised by high operating temperatures and low elongation) for 
installation (reconductoring) of new conductors on existing structures; 

 Telecom&Fibre (involving the Energy and the Trencher businesses), where Tesmec will benefit from 
growing investments in fibre and 5G telecom infrastructures. In particular, Tesmec machines and 
integrated solutions enable single-pass excavation, infrastructure laying and filling, while the 
Clean&Fast technology developed by Tesmec allows rapid and clean excavation with 
simultaneous dust and residue suction, making the technology particularly suitable for use in urban 
areas (lower environmental impact); 

 Rail (involving the Energy and Rail businesses), where Tesmec will benefit from investments in 
infrastructure maintenance and diagnostics driven by the focus on green mobility and more 
stringent legislation in Europe aimed at increasing the safety and security of railway infrastructure. 
At the Rail business, the company has developed technological platforms and obtained 
European certification in recent years for integrated solutions regarding electrification, 
maintenance and automated infrastructure diagnostics without line breaks. This also supports the 
development of recurring revenues; 

 Surface mining (involving the Trencher business), where Tesmec will benefit from technological 
developments in the extraction process ("smart mining"), oriented towards increasing 
environmental sustainability (use of trenchers vs. traditional processes using explosives). 

Energy; 22%

Rail ; 16%

Trencher -
Rental&Serv

ices; 20%

Trencher -Sales; 
42%

Italy ; 18%

Europe; 30%
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Increasing recurring services and rationalisation of industrial platforms support better visibility on 
revenues, increased margins, and the cash flow profile. Group profitability is expected to grow 
significantly in coming years and to reach ca. 20% over the plan time horizon. Beside the impact of 
economies of scale and operating leverage, margin expansion is structurally supported by the 
standardisation and rationalisation of the product portfolio vs. the current overlap of digital and 
traditional products, growth expected in markets with higher profitability (i.e. the software 
component at the Energy Automation business), the development of rental and after-sales services 
in Trenchers, and growing recurring revenues in the Rail business. Investments in recent years have 
made the product portfolio more appealing and profitable (provider of integrated solutions, digitally 
connected machines, cybersecurity content). Moreover, the standardisation and rationalisation of 
platforms should drive better working capital management (lower inventories), thus improving the 
group cash flow profile.  

2020-23 industrial plan foresees high-single digit revenue growth, improving margins, and focus on 
cash flow generation. 2020 guidance confirmed. Rights issue to strengthen the balance sheet. The 
financial targets in the 2020-23 industrial plan were approved by the board on 3 September 2020 
and confirmed in November 2020 (rights issue prospectus), also with refence to 2020 guidance (97% 
of 4Q20 estimated revenues are covered by the backlog). Thanks to credit lines available to the 
group, Tesmec’s industrial plan is not based on the proceeds from the capital increase. During 2020, 
Tesmec has obtained over Eu50mn in long-term financing backed by Italian state guarantee 
through the so-called Liquidity Decree. However, the group needs to strengthen its balance sheet 
after the deterioration of the NFP in recent years.   

TESMEC – Business Plan targets 

 
Source: Rights Issue prospectus 

Main shareholders committed to business development and investing in the capital increase. Majority 
shareholder TTC has assumed for itself and for controlled subsidiaries (owning 46.1% of Tesmec in 
aggregate) the irrevocable commitment of participating in the capital increase for a total amount of 
Eu21.9mn, of which Eu16.9mn relating to the pro-quota exercise of rights and Eu5.0mn relating to the 
subscription of Tesmec shares that are not taken up in the rights issue. Moreover, on 20 November 2020, 
Palladio Holding SpA signed an underwriting agreement through which it gave an irrevocable 
commitment to subscribe a maximum 50,000,000 Tesmec shares, should these not be exercised in the 
rights issue offer, for a maximum amount of Eu3.5mn. The capital Increase of Eu35 million is therefore 
guaranteed for a total amount of about Eu25.3mn (about 70% of the total amount), of which Eu22mn 
by TTC and its controlled companies, and Eu3.5mn by Palladio.  

Valuation. We value Tesmec (NOT RATED) using our estimates for the 2020-2023 period, which are based 
on the indications in the 2020-2023 industrial plan (low end of the range). Our DCF model yields a fair 
value of equity pre-money (unchanged) at ca. Eu110mn. The fair value of equity is calculated by 
subtracting from the estimated EV the YE20 net debt of Eu133mn, Eu4mn for pension liabilities, and 
adding the net proceeds of the capital increase, assuming full subscription (499,376,200 newly issued 
shares). We end up with a fair value per share ex rights of Eu0.22. This indicative valuation does not 
discount any execution risk in achieving the business plan targets and the need to build up a track 
record in combining growth with FCF generation in order to win investors’ confidence. However, if 
targets are reached, the stock has significant upside potential. On our estimates, at fair value ex option 
rights assuming full subscription of the capital increase of Eu0.22, Tesmec would trade at 6.8x EV/EBITDA 
2021E and 5.0x EV/EBITDA 2022E.  

(Eu mn) 2019 pro-forma 9M20 pro-forma 2020 target 2023 target
Revenues 199.6 116.8 ca. 170 275-290
Revenues CAGR 2019-2023  8.5%/10.0%

EBITDA 30.0 15.7 22-24 53-58
EBITDA Margin % 15,0% 13.4% ca. 13.5% ca. 20%
EBITDA CAGR 2019-2023  17.0%/18.0%

Capex 19.4 (stated) 9.0 13.6 14.1

Operating FCF  (unlevered)  -1.1 (stated) 1.1 5.5 27-33

Net debt pro-forma 130.9 137.8 ca. 130 69-78
Net debt/EBITDA x 4,4x n.m. 5.9x/5.4x ca. 1.5x
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SWOT Analysis 

Strengths  Weaknesses 

 Leading global player in Stringing, strong positioning in 
Trencher. The group’s historical core businesses are 
Stringing machines for energy infrastructure and Trencher. 
In recent years, the company has developed its presence 
in Rail and Energy Automation with the aim of 
strengthening Tesmec’s positioning as a value-added 
solution provider.  

 Exposure to infrastructure investments. The company’s 
business is exposed to markets characterised by significant 
growth opportunities associated with rising investments in 
infrastructure (energy networks, smart grids, telecom 
networks, “smart mining”) driven by sustainability and 
digitalisation. 

 Geographical diversification. Tesmec is geographically 
diversified. More than 80% of revenues are generated 
outside Italy. 

 R&D and innovation. Investments made in recent years 
have increased the value-added content of products 
(digital connected machines, cybersecurity), which 
supports pricing and margins. 

 Experienced management team.  

  Illiquid stock. Tesmec has a current market cap of ca. 
Eu20mnn and shares are illiquid.    

 Financial leverage. The group has a weak balance sheet 
(ca. 5x net debt/EBITDA post-money), although over 
Eu50mn of new credit lines were signed in 2020 through the 
so called Liquidity Decree.  

 Poor historical track record. Net debt has increased since 
2015. However, the focus of the plan on the current 
perimeter (investments already made) and working 
capital (lower inventories) should support the cash flow 
profile in coming years.   

 Smaller scale vs clients. 

   

Opportunities  Threats 

 Growth in profitability. Margin expansion is structurally 
supported by the standardisation and rationalisation of 
the product portfolio vs. the current overlap of digital and 
traditional products, the growth expected in Energy 
Automation (software component), and the 
development of rental and after-sales services in 
Trenchers.  

 Increasing share of recurring revenues, better cash flow 
profile. The business should enjoy better visibility thanks to 
the rising share of recurring services.  

 Margin growth is supported by a fixed cost structure that is 
already appropriate. The expected increase in volumes 
would not require significant changes to the fixed cost 
base.  

 Additional growth opportunities not included in the plan. 
Strengthening of the group’s presence in North America 
at Stringing, further impetus in the rental business at 
Trencher, strengthening of diagnostic systems at Rail. 

  Execution risk embedded in 2020-23 plan 

 Increasing competition and impact on pricing 

 

Source: Intermonte SIM 
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Capital Increase 

Rights Issue Details 

TESMEC – Rights Issue Details 

 
Source: TESMEC Rights issue Prospectus 

TESMEC - Rights Issue: Subscription Price and Discount to TERP 

 
Source: TESMEC press release, Intermonte 

Terms and conditions of the proposed capital increase were set by the board of directors on 16 
November 2020 in partial exercise of the proxy given by the shareholders’ meeting on 21 May 2020. 
In execution of the capital increase, a maximum of 499,376,200 new Tesmec ordinary shares with no 
par value will be issued. The shares will be offered via a right issues to entitled shareholders at the ratio 
of 200 shares to every 41 Tesmec ordinary shares already held, at a subscription price of Eu0.07 per 
share (21.7% discount to TERP calculated on the reference price on 16 November 2020 of Eu0.184). 
The value of the right issue offer will therefore amount to a maximum of Eu34,956,334. With regards to 
the offer timetable: 

 rights for the subscription of shares may be exercised from 23 November 2020 to 4 December 
2020 (inclusive), and 

 rights may be traded on the Mercato Telematico Azionario (MTA) from 23 November 2020 to 4 
December 2020 (inclusive) 

Those rights not exercised by the end of the offer period will be offered on the MTA. The timetable of 
the offer period will be announced through specific notification. 

The proceeds of the capital increase (Eu24.3mn after estimated costs of maximum Eu1.3mn and 
including Eu9.4mn settled by compensation of the MTS (TTC group) credit relating to the acquisition 
of 4 Service S.r.l. by Tesmec in April 2020) are primarily aimed at strengthening the financial structure 
of the group and improving its net financial position, with the secondary objective of seizing additional 
growth opportunities. These special initiatives, not included in the business plan, regard the 

Max Size 34,956,334 Eu
Price 0,07 Eu/share
No. shares before Rights Issue 107,084,000 shares
No. Treasury Shares 4,711,879 shares
No. Shares before Rights Issue (excl. Treasury Shares) 102,372,121 shares
Max No. Shares to be issued 499,376,200 shares
Max No. Shares after Rights Issue (incl. Treasury Shares) 606,460,200 shares
Max No. Shares after Rights Issue (excl. Treasury Shares) 601,748,321 shares

Subscription ratio No. 200 new ordinary shares for every 41 existing ordinary shares

 - Subsciption period and pre-emptive rights: 23 November 2020 / 10 December 2020
 - Rights trading period: 23 November 2020 / 4 December 2020

 - Subscription commitment TTC Group (46,1%, Eu16.8mn)
 - Underwriting Commitments: TTC Group (up to Eu5mn), Palladio Holding (up to Eu3.5mn)
 - Total subscription and underwriting commitments: Eu25.3mn

 - Strenghtening the financial structure
 - Financing special business iniatives

Timing

Subscription & Underwriting Commitments

Use of proceeds

Current Eu35mn 
Rights Issue

Reference price prior to announcement (16th November 2020) Eu 0,184
Current No. Shares (ex treasury shares) mn 102,4
Mkt cap as of 16th November 2020 mn 18,8

Rights Issue size Eu mn 35,0
Subscription price Eu   0.07
New shares to be issued mn 499,4
No. of shares post rights issue (ex treasury shares) mn 601,7
TERP Eu 0.089
Discount Subscription Price vs. TERP % -21,7%
Discount Subscription Price vs. Price on 16th Novem ber 2020 % -62,0% re
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strengthening of Tesmec’s presence in North America in the Stringing business, the internationalisation 
of Energy Automation in geographies in which the main customers (Italian utilities) operate, further 
impetus for the Trencher rental business, and the strengthening of diagnostic systems for railway 
networks.     

Finally, we note that Tesmec’s business plan presented at the beginning of September is financed 
through available liquidity and does not take the capital increase into account. During 2020, Tesmec 
obtained over Eu50mn in additional long-term financing via the SACE/Italian State guarantee made 
available under the so-called Liquidity Decree. 

Subscription and Underwriting Commitments 

Majority shareholder TTC has assumed for itself and the controlled subsidiaries FI.IND S.p.A, RX s.r.l., and 
MTS S.p.A. (owning 46.1% of Tesmec in aggregate) the irrevocable commitment to participate in the 
capital increase for a total amount of Eu21,865,664 of which: (i) Eu16,865,664 relating to the exercise 
of the rights due to TTC and its controlled subsidiaries; and (ii) Eu5,000,000 relating to the subscription 
of Tesmec shares that are not taken up in the rights issue.  

Moreover, on 20 November 2020, Palladio Holding SpA signed an underwriting agreement through 
which it gave an irrevocable commitment to subscribe a maximum 50,000,000 Tesmec shares, should 
these not be exercised in the rights issue offer, for a maximum amount of Eu3.5mn. The Palladio 
commitment has priority over the TTC commitment to take up unsubscribed shares; therefore, residual 
shares as a consequence of unexercised rights will only be assigned to TTC once shares up to the 
maximum amount have been assigned to Palladio. The capital Increase of Eu35 million is therefore 
guaranteed for a total amount of about Eu25.3mn (about 70% of the total amount), of which Eu22mn 
by TTC and its controlled companies, and Eu3.5mn by Palladio.  

Maximum dilution for shareholders not subscribing the rights issue (calculated assuming the complete 
subscription of the capital increase for the maximum amount of Eu35mn) is 82.3%.  

TESMEC – Rights Issue, Existing Commitments 

 
Source: TESMEC press release, Intermonte 

 

Current Shareholder Base 

Current Tesmec share capital amounts to Eu10,708,400, composed of 107,084,000 ordinary 
shares without a par value.  At the current date, the company holds 4,711,879 treasury shares 
(i.e. 4.4% of total share capital). TTC (investment holding of the Caccia Dominioni family) directly 
and indirectly owns 46.1% of the total share capital, including a direct stake of 30.3%, and a 
15.8% stake indirectly owned through controlled subsidiaries (FI.IND S.p.A., RX s.r.l., MTS s.r.l.).  

TESMEC - Shareholding (ownership of share capital %)  TESMEC - Shareholding (ownership of shares) 

 

 

 

Source: Rights Issue Prospectus. *Includes TTC s.r.l., FI.IND S.p.A., RX s.r.l., MTS s.r.l.  Source: Rights Issue Prospectus 

Subscription Commitment Underwriting commitment Total Commitment
Eu mn Shares mn Eu mn Shares mn Eu mn Shares mn

TTC 16,8 240,6 5,0 71,4 21,8 312,1
Palladio Holding S.p.A 3,5 50,0 3,5 50,0
Total Commitments 25,3 362,1

TTC Group*; 
46,1%

Treasury shares; 
4,4%

Market; 49,5%

Shares mn Shares %
   - TTC s.r.l. 32,4 30,3%
   - FI.IND 15,3 14,3%
   - RX 1,0 1,0%
   - MTS 0,5 0,5%
Total TTC (Caccia Dominioni Family) 49,3 46,1%
Treasury shares 4,7 4,4%
Quaero Capital Funds 8,5 7,9%
Other Financial Investors 44,6 41,6%
Total shares 107,1 100,0%
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Company Profile 

Tesmec in a Nutshell 

Tesmec Group is active in the design, production and marketing of systems and integrated solutions 
for the construction, maintenance and diagnostics of infrastructure (overhead, underground and 
railway network) for the transport of energy, data (fiber optic and 5G infrastructure) and materials (oil, 
gas and water), as well as technologies for quarrying and surface mining.  

Tesmec operates through three business divisions: Energy (Stringing segment, Energy Automation 
segment), Trencher, and Rail. Stringing (machines for the construction and maintenance of energy 
infrastructure) and Trencher (high powered machines for linear and bulk excavation), where Tesmec 
has a global leadership position, represent the group’s historical core business. In recent years, the 
company has developed its presence in Rail (catenary installation, maintenance and diagnostics, 
synergetic with the Stringing business) and Energy Automation (machines, sensors, and smart 
components for power grids in different voltage classes, leveraging on strong relationships with 
utilities). The business strategy aims at consolidating Tesmec’s position as a solution provider in its three 
business areas (Energy, Trencher, Railways), by exploiting expected growth in infrastructure 
investments driven by the trends of energy transition, digitalisation, and sustainability. 

The group was founded in Italy in 1951 and IPOed on the Italian Stock Exchange in 2010. The company 
operates through 8 production plants: Grassobbio (Bergamo), Endine Gaiano (Bergamo), Sirone 
(Lecco), Monopoli (Bari), Padova, and Patrica (Frosinone) in Italy, Alvarado (Texas, USA) and Durtal in 
France. Tesmec has ca. 900 employees. 

In 2019, Tesmec group reported pro-forma revenues (i.e. including 12 months consolidation of 
4Service, active in the Trencher rental business and acquired in April 2020) of Eu200mn vs. Eu195mn in 
2018, pro-forma EBITDA of Eu30mn (15% margin) vs. Eu22mn (11.5%) in 2018 post IFRS16, net profit of 
Eu2mn vs. Eu3mn in 2018 due to higher D&A and forex losses, net invested capital of Eu175mn vs. 
Eu121mn in 2018, and net financial debt of Eu131mn vs. Eu78mn in 2018 including the impact of the 
acquisition of 4Service (Eu21mn EV) and Eu26mn in higher working capital.  

Business Overview 

 
Source: Company Presentation November 2020 
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Operating segments 

The Group operates through three divisions:  

 Energy (22% of 2019 pro-forma revenues, 19% of pro-forma EBITDA). Tesmec designs, 
manufactures and markets machines and integrated systems for the construction and 
maintenance of overhead and underground power lines, fibre optic networks (Stringing 
segment), as well as equipment and systems for the automation, efficiency, management and 
monitoring of high, medium and low voltage electrical networks and substations (Energy 
Automation segment). The Energy segment is a key driver of the expected growth assumed in 
the 2020-23 plan both for top line and profitability, thanks to Stringing volumes back to historical 
levels and significant growth in Energy Automation driven by the digitalisation of energy 
networks.  

 Trencher (62% of 2019 pro-forma revenues, 64% of pro-forma EBITDA). Tesmec designs, produces, 
sells and rents out trencher machines for excavation and mining, installation of pipelines, 
construction of telecommunication infrastructure, and excavation of underground power 
networks, as well as the provision of specialised excavation services. Trencher machines are 
offered for rental both with or without an operator (hot or wet rental the former, and cold or dry 
rental the latter).  

 Rail (16% of 2019 pro-forma revenues, 17% of pro-forma EBITDA). Tesmec designs, manufactures 
and markets machines and integrated systems for the installation and maintenance of railway 
catenary; devices for railway catenary and track diagnostics; as well as customised machines 
for special operations on the line.  

 

2019 Revenues pro-forma  2019 EBITDA pro-forma 

 

 

 
Source: Company presentation November 2020  Source: Company presentation November 2020 

 

 

 

 

 

 

 

(see table on the next page) 

  

Energy; 22%

Rail ; 16%

Trencher -
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Recent trends – Business breakdown 

 
Source: Company Presentation. 1) Pro-forma includes 4Service; 2) Reported 9M20 revenues Eu66.2mn, EBITDA Eu8.9mn, EBITDA margin 13.4% 

 

Activity breakdown by geography  

Tesmec has a global commercial presence and over 80% of sales are generated outside Italy. 
The group operates through foreign subsidiaries and sales offices in the USA, South Africa, West 
Africa, Australia, New Zealand, Russia, Qatar and China. The following charts highlight the pro-
forma revenue breakdown (i.e. including the 4Service trencher rental business) by business line 
for 9M19 and 9M20. 

In the first 9 months of 2020, the group generated 81.4% of sales in markets outside Italy, with 28% 
of sales denominated in USD. Most of the sales denominated in USD are generated by Tesmec’s 
US plant in Texas (natural hedging), while ca. 20% of sales in USD relate to production from the 
Italian plants, whose costs are in EUR. Management estimates that a 5% devaluation of USD vs. 
EUR would impact net profit by -Eu1.1mn, and a 5% devaluation of the Australian dollar vs. EUR 
would impact net profit by -Eu0.6mn. 

Revenue breakdown by geography 9M19  Revenue breakdown by geography 9M20 

 

 

 
Source: Company presentation 9M20 results  Source: Company presentation 9M20 results 
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Business Plan 2020-2023 

Strategic Pillars of the 2020-23 Industrial Plan  

On 3 September 2020, Tesmec approved the 2020-23 industrial plan. The plan envisages the 
consolidation of the company’s position as a solution provider in the three business areas (Trencher, 
Energy, Rail), leveraging the investments made over the past years and the growth trends associated 
with the energy transition, digitalisation, and sustainability.   

Strategic pillars of the plan are:  

 the focus on the existing business portfolio (Trencher, Railway, and Energy, with the latter divided 
into Stringing and Energy Automation) and geographies, with focus on areas where revenues 
are more foreseeable; 

 the evolution of the business model from a supplier of products and services to a solution provider 
and system integrator, with increasing flexibility to satisfy customers’ needs for process 
automation, digitalisation, and sustainability; 

 the increase in the recurring revenue stream through the development of the businesses 
launched in recent years (Rail and Energy Automation), and growth of the Trencher rental 
business; 

 the implementation of an organisational structure capable of improving performance in terms of 
execution, cost efficiency, and cash flow generation in all business segments.  

By business segment: 

 at the Energy business, the plan aims to accelerate international growth in the Energy 
Automation segment by completing the product range, enhancing the system integrator role 
and leveraging on the sales network for the Stringing segment. The plan also aims to innovate 
the Stringing business through the development of green technologies (electric machines) and 
strengthen the position in interconnection projects in Europe and North America. The Energy 
segment is a key driver of the expected growth assumed in the plan both for top line and 
profitability, with an estimated contribution of 30% to the group’s sales in 2023, up from 22% in 
2019 thanks to Stringing volumes back to historical levels and significant growth in Energy 
Automation driven by the digitalisation of energy networks. The growing contribution of Energy 
Automation in the product mix should also drive significant growth of divisional margins, 
estimated above 21% in 2023, up from ca. 13% in 9M20 on pro-forma basis 

 at the Trencher business, the strategy is focused on growth in the rental and service field, 
enhancing Tesmec’s role as a solution provider for fibre installation and automatic laying of 
energy cables, leveraging the strong demand for Clean&Fast technology developed by 
Tesmec, which reduces the environmental impact in urban centres. Although growing, the 
Trencher segment is expected to reduce its contribution to group sales in 2023 to ca. 55%. We 
note that the higher contribution from rentals and after-sales services as well as the 
rationalisation of the product range and technological platforms should drive an increase in 
Trencher’s EBITDA margin to over 17% in 2023, up from 15.8% for 9M20 pro-forma.     

 at the Rail business, the plan aims to strengthen the position in the diagnostic systems segment 
(solutions provider for unmanned diagnostic and data management platforms), and pursue an 
international growth strategy in Europe, leveraging on the know-how and certification 
achieved in the Italian market. The contribution of the Rail business should remain broadly stable 
at ca. 15% of group’s revenues in 2023. The development of higher margin diagnostic solutions 
and recurring services should drive the Rail EBITDA margin above 17% in 2023, up from ca. 14% 
for 9M20 pro-forma. 
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Industrial plan 2020-23 – Corporate strategy 

 
Source: Company presentation September 2020 

 

Industrial plan 2020-23 – Key drivers of growth by end market 

 
Source: Company Presentation November 2020 
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Financial targets 

The financial targets in the 2020-23 industrial plan were approved by the board on 3 September 2020 
and confirmed by the board on 10 November 2020 as the recent operating performance of the 
group is in line with 2020 guidance and the assumptions of the industrial plan in regard to both 
revenues (97% of 4Q20 revenues covered by backlog) and profitability (cost management in line with 
3Q20, thus contributing more than proportionally to profitability for all of FY20). Tesmec’s industrial plan 
is not based on the proceeds from the capital increase thanks to credit lines available to the group. 
During 2020, Tesmec has obtained over Eu50mn in long-term financing backed by Italian state 
guarantee through the so-called Liquidity Decree.  

Eu275-290mn Revenues (+8.5%/10.0% CAGR2019-23). The plan assumes FY20 pro-forma revenues (i.e. 
including consolidation of 4Services for 12 months) at ca. Eu170mn, down from Eu200mn pro-forma in 
FY19 due to the impact of the Covid-19 pandemic on volumes in the first half of the year (-25% YoY) 
as a consequence of the shutdown of production sites, mainly in Italy. Production activities resumed 
during June and 3Q20 showed a marked recovery (stable YoY revenues) vs. the 1H20 trend. We note 
that backlog covers 97% of revenues expected for 4Q20.  

As for the subsequent years, the plan assumes revenues growing in all business segments, with 
consolidated revenues expected to reach Eu275-290mn in 2023 (+17.0%/+19.5% CAGR2020-23), of 
which 30% contributed by Energy (22% in FY19), 55% by Trencher (62% in FY19) and 15% by Rail (16% in 
FY19). Key growth drivers of revenues in coming years are Energy Automation and Stringing (energy 
transition), expected investments in telecom infrastructure, and international growth in the Rail 
segment after the awards obtained in the Italian market. We point out that the focus on recurring 
revenues (rental and services) should also increase visibility of the business. The backlog (Eu238mn as 
of September 2020 or Eu288mn including the Eu50mn provisional award of the RFI tender vs. 198mn 
as of September 2019) covers 48% of group’s revenues for 2021, 22% for 2022, 9% for 2023). 

Eu53-58mn EBITDA (+17.0%/18.0% CAGR 2019-2023). The plan assumes a reduction of the EBITDA 
margin in FY20 to ca. 13.5% vs. 15.0% in FY19 on a pro-forma basis, reflecting the decrease in turnover 
in the first half of the year (the 3Q20 EBITDA margin was over 300bps higher YoY). This trend should 
continue in 4Q (rental business, product mix, reduction of fixed costs), resulting in an EBITDA target for 
FY20 of Eu22-24mn vs. Eu30mn pro-forma in FY19. Profitability is expected to improve in the coming 
years, with EBITDA reaching Eu55-58mn in FY23 (ca. 20% margin), implying an EBITDA CAGR2020-23 of 
+30%/38% based on the assumed 2020 base and 2023 guidance range. The growth in the margin is 
driven by a lower expected incidence of variable costs on revenues, broadly stable fixed costs as the 
current structure sustains higher volumes, a better mix of products and systems, rationalisation of the 
product portfolio, and better pricing on digital products. In detail, the plan assumes: 

 Trencher EBITDA margin at >17% in 2023 vs. 13.3% in 2019 (driven by higher contribution of rental 
and after-sales services, rationalisation and standardisation of technological platforms); 

 Energy EBITDA margin at >21% in 2023 vs. 12.6% in 2019 (driven by stronger contribution of Energy 
Automation vs. Stringing, growth in the software component within Energy Automation, premium 
pricing in digital machines in Stringing vs. the current overlap in the product range, economies 
of scale); 

 Rail EBITDA margin at >17.0% in 2023 vs. 16.8% in FY19 (driven by development of diagnostic 
solutions and growth in recurring services, economies of experience).   
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Industrial plan 2020-23 – Evolution of revenue and EBITDA Mix 

 
Source: Company Presentation November 2020 
 
Industrial plan 2020-23 – Evolution of BU EBITDA margin 

 
Source: Company Presentation November 2020 
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Capex (Eu60mn cumulative in 2020-23). Fixed investments focused on the existing business are 
budgeted as broadly stable in absolute terms at ca. Eu15mn per year during the plan horizon (slightly 
higher in 2021 and 2022, and slightly lower in 2023 at ca. 5% of estimated revenues). Key investment 
areas are:  

 at the Stringing business, completion of the full electric product line; 

 at Energy Automation, R&D investments and equipment for the implementation and 
enlargement of the recently acquired Patrica plant; 

 at Trencher, investments for the maintenance of the rental business fleet and R&D to develop 
new products and technologies; 

 in the Rail segment, capex mainly involves the development of hybrid and full electric vehicles 
and certification; 

 development of the new ERP system (Eu 4.3mn within 1Q22) aimed at improving the quality of 
information flows within the group. 

The plan envisages operating FCF growing in 2021 and 2022, up from Eu5.5mn in 2020 and reaching 
Eu27-33mn in 2023 thanks to rising EBITDA and improvements to the management of working capital 
(lower inventories driven by standardisation and rationalisation of the product portfolio and platforms 
at the Trencher business, elimination of overlap between traditional and digital products in Stringing, 
the growing software component at Energy Automation). As a result, NFP/EBITDA is expected to 
improve from 5.9x/5.4x in 2020 not including the net proceeds from the capital increase to ca. 1.5x in 
2023, with net debt down from ca. Eu130mn in 2020, to Eu69/78mn in 2023.  

TESMEC – Business Plan targets 

 
Source: Rights Issue prospectus 

 

  

(Eu mn) 2019 pro-forma 9M20 pro-forma 2020 target 2023 target
Revenues 199.6 116.8 ca. 170 275-290
Revenues CAGR 2019-2023  8.5%/10.0%

EBITDA 30.0 15.7 22-24 53-58
EBITDA Margin % 15,0% 13.4% ca. 13.5% ca. 20%
EBITDA CAGR 2019-2023  17.0%/18.0%

Capex 19.4 (stated) 9.0 13.6 14.1

Operating FCF  (unlevered)  -1.1 (stated) 1.1 5.5 27-33

Net debt pro-forma 130.9 137.8 ca. 130 69-78
Net debt/EBITDA x 4,4x n.m. 5.9x/5.4x ca. 1.5x
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Valuation 

We use a DCF approach to estimate Tesmec’s equity value. The valuation is made using our estimates 
for the 2020-2023 period, which are based on the indications in the 2020-2023 Industrial plan (low end 
of the range). Our DCF model yields a fair value of equity pre-money (unchanged) of ca. Eu110mn. 
This is based on: 

 a two-stage model, with explicit estimates for 2020-23E and a long-term growth rate at 2.0% 

 a risk-free rate at 2.5%, equity premium of 5.5%, cost of equity of 13%, and weighted average cost 
of capital of 8.3%; 

The fair value of equity is calculated by subtracting from the estimated EV (Eu247mn) the YE20 net 
debt of Eu133mn, Eu4mn for pension liabilities, and adding the net proceeds of the capital increase 
of Eu24.3mn after estimated costs of a maximum of Eu1.3mn and Eu9.4mn settled by compensation 
of the MTS (TTC group) credit relating to the acquisition of 4Service S.r.l. by Tesmec in April 2020. 

Assuming full subscription of the capital increase with 499,376, 200 newly issued shares (total shares post 
rights issue of 606.5mn including treasury shares), we end up with a fair value per share ex rights issue of 
Eu0.22. This is an indicative valuation as it does not discount any execution risk in achieving the business 
plan targets and the need to build up a track record in combining growth with FCF generation.   

TESMEC – DCF model  

 
Source: Intermonte estimates 

 

We think Tesmec has no direct peers, as competitors are either private companies or divisions of 
industrial conglomerates. In the table below, we show the multiples of some Italian industrial small cap 
companies which may represent suitable comparisons to Tesmec (international presence, technology 
and R&D driven). Tesmec multiples shown in the table are based on our forecasts. 

 

(Eu mn) 2020E 2021E 2022E 2023E TV
Revenues 168,6 213,1 242,5 274,6 280,1
YoY Growth -16,0% 26,4% 13,8% 13,2% 2,0%
EBITDA (as stated) 20,9 34,2 43,5 52,5 42,0
    margin % 12,4% 16,1% 18,0% 19,1% 15,0%
D&A (21,2) (21,5) (21,5) (21,5) (16,8)
EBIT (0,3) 12,8 22,0 31,0 25,2
Taxes on EBIT 0,0 (3,3) (5,6) (7,8) (7,6)
tax rate 0,0% -25,8% -25,4% -25,3% -30,0%
NOPAT (0,3) 9,5 16,4 23,2 17,6
Change in WC (4,8) (0,3) (3,6) (5,9) 0,0
Capex (15,0) (14,1) (14,6) (16,5) (16,8)
Capex/Sales -8,9% -6,6% -6,0% -6,0% -6,0%
Unlevered FCF 1,0 16,6 19,8 22,3 17,6
TV 278,8
Discount factor 0,98            0,90         0,84         0,77          0,71         
Discounted Free cash flow 1,0 15,0 16,6 17,2 198,4

Discounted free cash flows 2021-2023E 49               
NPV of Terminal value 198             
Total EV 247             
Net financial position (YE20) (133)           
Other Liabilit ies (4)                
Net proceeds of the capital increase 24               
Total Equity 135             
N. of shares post rights issue (mn) 606,5          
N. of shares post rights issue ex. treasury shares  601,7          
Fair value per share (Eu) 0,22            
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Peer group valuation vs. Tesmec (mkt price and fair value) 

 
Source: Facset, Intermonte estimates 

 

Tesmec vs. FTSE Italia STAR (1-year performance rebased) 

 
Source: Facset 

 

  

Market Cap EV/SALES EV/EBITDA P/E
Eu mn 2020E 2021E 2022E 2020E 2021E 2022E 2020E 2021E 2022E

Salcef Group S.p.A 489 1,4 x 1,4 x 1,4 x 5,7 x 5,8 x 5,6 x 13,1 x 11,2 x 10,5 x
Sabaf S.p.A. 159 1,2 x 1,1 x 1,0 x 6,5 x 5,6 x 5,2 x 12,9 x 11,0 x 10,4 x
Gefran S.p.A. 74 0,7 x 0,6 x 0,5 x 5,4 x 4,3 x 3,5 x 21,5 x 11,2 x 9,0 x
Prima Industrie S.p.A. 149 0,8 x 0,6 x 0,6 x 11,7 x 6,6 x 5,8 x 15,8 x 13,1 x
Biesse S.p.A. 470 0,9 x 0,7 x 0,6 x 10,9 x 7,6 x 5,2 x 65,3 x 21,2 x 12,4 x
Peers Median 0,9 x 0,7 x 0,6 x 6,5 x 5,8 x 5,2 x 17,3 x 11,2 x 10,5 x
Tesmec (post right issue Eu35mn @mkt price Eu0.094) 57 1,0 x 0,7 x 0,6 x 8,1 x 4,5 x 3,2 x n.m. 10,2 x 4,3 x
Tesmec (post right issue Eu35mn @fair value Eu0.222) 135 1,5 x 1,1 x 0,9 x 11,8 x 6,8 x 5,0 x n.m. 24,1 x 10,2 x
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Earnings trends and financials 

In 2019, Tesmec group reported pro-forma revenues (i.e. including 12 months consolidation of 
4Service, active in the Trencher rental business and acquired in April 2020) of Eu200mn vs. Eu195mn in 
2018, pro-forma EBITDA of Eu30mn (15% margin) vs. Eu22mn (11.5%) in 2018 post IFRS16, net profit of 
Eu2mn vs. Eu3mn in 2018 due to higher D&A and forex losses, net invested capital of Eu175mn vs. 
Eu121mn in 2018, and net financial debt of Eu131mn vs. Eu78mn in 2018 including the impact of the 
acquisition of 4Service (Eu21mn EV) and Eu26mn in higher working capital.  

As for 2020-23, our P&L estimates (unchanged) are broadly aligned to the low-end of the business plan 
targets. We estimate 2023 revenues at Eu275mn (vs. target of Eu275-290mn), up from Eu169mn (pro-
forma) in 2020E, and EBITDA of Eu53mn (vs. target of Eu53-58mn), up from Eu22mn (pro-forma) in 2020E.  

We expect the 2020E net loss at Eu3.5mn (down from a net loss of Eu4.8mn in 9M20), turning to a profit 
of Eu6mn in 2021E and Eu20mn in 2023E. 

We estimate operating FCF at Eu23mn in 2023E (vs. target of Eu27-33mn) and Eu65mn cumulative in 
2020-23E, with net debt at Eu133mn in 2020E (target ca. Eu130mn) and Eu83mn in 2023 (target Eu69-
78mn) not including the proceeds of the capital increase. The net debt estimate includes Eu60mn in 
cumulative capex over the plan horizon and working capital on sales at 28% on avg. in 2020-2023.  

Based on the assumption above, we estimate net debt/EBITDA at 1.6x in 2023 (target ca. 1.5x) before 
considering the proceeds from the capital increase (Eu24.3mn after estimated costs of a maximum 
of Eu1.3mn and including Eu9.4mn settled by compensation of the MTS (TTC group) credit relating to 
the acquisition of 4Service S.r.l. by Tesmec in April 2020). Our detailed estimates with divisional 
breakdowns are shown in the following tables. 

TESMEC – Profit & Loss Statement 2016-2023E 

 
Source: Company data, Intermonte estimates. * 4services consolidated as from April 2020. FY20E pro-forma revenues Eu171mn, EBITDA of Eu22mn 

(Eu mn) 2016 2017 2018 2019 2020E* 2021E 2022E 2023E

   Energy 42 52 42 44 45 55 65 78
   Trencher 81 106 125 125 94,2* 123 138 152
   Railway 6 17 27 31 30 35 40 45
Revenues 128,5 175,6 194,6 200,7 168,6* 213,1 242,5 274,6
YoY change % -22% 37% 11% 3% -16% 26% 14% 13%
YoY change Eu mn -36 47 19 6 -32 45 29 32

   Raw material -41,5 -78,3 -87,5 -88,0 -72,5 -89,5 -101,9 -115,3
   Cost of serv ices -15,6 -30,9 -32,6 -35,4 -25,3 -32,0 -36,4 -41,2
   Personnel -23,7 -46,3 -50,1 -52,6 -43,7 -55,2 -62,8 -71,1
   Other income/costs -39,2 0,6 -5,6 2,8 -6,2 -2,2 2,1 5,6
Operating costs -120 -155 -176 -173 -148 -179 -199 -222
YoY change % -16% 29% 13% -1% -15% 21% 11% 12%

   Energy 4,6 8,0 4,8 5,6 5,7 8,9 12,0 15,2
   Trencher 2,9 10,3 10,0 16,6 11.2* 20,0 24,9 29,1
   Railway 1,0 2,4 4,1 5,2 4,1 5,3 6,6 8,1
EBITDA 8,5 20,7 18,9 27,4 20,9* 34,2 43,5 52,5
margin % 6,6% 11,8% 9,7% 13,7% 12,4% 16,1% 18,0% 19,1%
YoY change % -61,4% 143,5% -8,6% 45,1% -23,9% 63,8% 27,1% 20,6%

D&A -12,8 -14,6 -15,245 -19,075 -21,2 -21,5 -21,5 -21,5
EBIT  -4,3 6,1 3,7 8,4 -0,3 12,8 22,0 31,0
margin % -3,3% 3,5% 1,9% 4,2% -0,2% 6,0% 12,5% 11,3%
YoY change % -133,6% -241,9% -39,7% 127,7% -103,1% -4990,1% 72,7% 40,8%

Financial expenses -2,7 -7,6 -3,371 -4,18 -4,96 -5,3 -4,5 -4,1
Pretax profit -7,0 -1,5 0,3 4,2 -5,2 7,5 17,5 26,9
YoY change % -176,9% -78,6% -120,4% 1270,6% -224,5% -242,9% 135,0% 53,5%

Taxes 3,0 0,1 -0,3 -1,2 1,7 -1,9 -4,4 -6,7
Tax rate % 43,1% 6,7% 85,6% 29,3% 33,3% 25,0% 25,0% 25,0%

Net Profit before minorities -4,0 -1,4 0,0 3,0 -3,5 5,6 13,1 20,2
YoY change % -155,7% -64,9% -103,1% 6643,2% -217,3% -260,7% 135,0% 53,5%
Minorities 0,2 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Net Profit -3,8 -1,4 0,0 3,0 -3,5 5,6 13,1 20,2
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TESMEC – Balance Sheet 2016-2023E 

 
Source: Company data, Intermonte estimates. *4services consolidated as from April 2020 

 

 
TESMEC – Cash Flow 2016-2023E 

 
Source: Company data, Intermonte estimates. *4services consolidated as from April 2020 

  

(Eu mn) 2016 2017 2018 2019 2020E* 2021E 2022E 2023E
   Intangible assets 18,9 18,3 18,0 40,6 40,6 40,6 40,6 40,6
   Tangible assets 47,3 46,1 45,3 42,5 36,3 28,9 22,0 17,0
   Financial assets 3,9 3,9 4,0 3,9 3,9 3,9 3,9 3,9
Net fixed assets 70,1 68,4 67,3 87,0 80,8 73,4 66,5 61,5
   Inventories 69,2 63,1 73,6 69,9 57,3 60,5 60,6 65,9
   Receivables 49,4 39,9 52,6 67,9 92,7 102,3 114,0 123,6
   Payables -31,2 -39,5 -54,4 -57,5 -47,2 -59,7 -67,9 -76,9
   Other assets/liabilit ies -11,4 -2,7 -22,9 -7,3 -25,0 -25,0 -25,0 -25,0
Net working capital 76,0 60,8 48,9 73,0 77,8 78,1 81,7 87,6
Other long term assets/liabilit ies 0,5 0,9 4,7 4,2 17,2 15,8 15,8 15,8
Net Invested Capital 146,6 130,1 120,9 164,2 175,9 167,4 164,0 164,8
Net Debt /(Cash) 96,7 85,3 77,7 118,0 133,1 119,0 102,5 83,2
   Minorities 1,7 1,7 1,7 1,7 1,7 1,7 1,7 1,7
   Shareholders funds 48,2 43,1 41,5 44,5 41,0 46,6 59,7 79,9
Total Shareholders Funds 49,9 44,8 43,2 46,2 42,7 48,3 61,5 81,7
Total Sources 146,6 130,1 120,9 164,2 175,9 167,4 164,0 164,8

(Eu mn) 2016 2017 2018 2019 2020E* 2021E 2022E 2023E
EBITDA 8,5 20,7 18,9 27,4 20,9 34,2 43,5 52,5
Capex -13,7 -14,8 -14,1 -14,3 -15,0 -14,1 -14,6 -16,5
Taxes 3,0 0,1 -0,3 -1,2 1,7 -0,5 -4,4 -6,7
Change in working capital -14,1 15,2 11,9 -24,1 -4,8 -0,3 -3,6 -5,9
Other operating items 14,9 10,6 -3,9 -4,1 -1,4 0,0 0,0 0,0
Free Cash Flow -1,4 31,8 12,6 -16,3 1,4 19,4 21,0 23,4
Financial charges -4,8 -4,9 -5,0 -5,7 -5,0 -5,3 -4,5 -4,1
Acquisitions/Disposals -3,5 -3,7 0,0 0,0 -21,1 0,0 0,0 0,0
Change in Equity 0,0 0,0 0,0 0,0 9,4 0,0 0,0 0,0
Div idends -2,6 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Others 5,5 -11,7 0,0 -18,2 0,0 0,0 0,0 0,0
Decrease/(Increase) in Net Debt -6,8 11,4 7,6 -40,2 -15,3 14,1 16,5 19,3
Net Debt end of period 96,7 85,3 77,7 117,9 133,1 119,0 102,5 83,2
Capex/Sales 10,7% 8,4% 7,2% 7,1% 8,9% 6,6% 6,0% 6,0%
Working Capital/Sales 59,2% 34,7% 25,1% 36,4% 46,2% 36,7% 33,7% 31,9%
Net Debt/EBITDA 11,4 x 4,1 x 4,1 x 4,3 x 6,4 x 3,5 x 2,4 x 1,6 x
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Appendix 

Recent Results 

1H20 Results 

The first half 2020 was influenced by the actions taken by public authorities to contain the spread of 
the COVID-19 pandemic. After the slowdown and lockdown phases, which characterised the months 
of March and April, Tesmec restarted its activities in May, reaching full operations during June, which 
drove turnover growth and an improvement to margins in 2Q compared to the first quarter. The 
increase in the net financial debt was impacted by the increase in net working capital. In 1H20, group 
revenues on a pro-forma basis decreased by 25.1% YoY to Eu72.9mn (Energy -24%, Trencher -27%, Rail 
-19%), with 2Q at -18.2% after -31.8% reported in 1Q. 1H20 pro-forma EBITDA was Eu9.8mn, down 18.8% 
YoY (-28.1% in 1Q and -10.1% in 2Q), with margins up 100bps YoY to 13.4% thanks to actions on costs 
and the higher rental business. Net profit was negative by Eu3.9mn vs. Eu0.6mn in 1H19 due to higher 
D&A and exchange rate losses of Eu0.7mn (vs. gains of Eu0.3mn in 1H19). Net financial debt increased 
from Eu118mn as at end 2019 to Eu143mn as of June 2020 including a Eu10.3mn increase in working 
capital and Eu8.1mn from the change in the consolidation area (acquisition of 4Services). 

9M20 results 

3Q20 showed a marked improvement to operating trends compared to the first half of the year, with 
stable volumes (sales in line with 3Q19) but profitability improving (16.4% EBITDA margin vs. 11.3% in 
3Q19 thanks to the integration of the rental business) and better cash flow generation (Eu5mn 
reduction in net debt vs. end-June).  In 3Q20, sales at Eu46mn were stable YoY after a -25% decline in 
1H. EBITDA of Eu7.5mn increased over 40% YoY vs. the -19% posted in 1H. EBIT at Eu1.8mn tripled vs. 
3Q19 (Eu0.6mn), with net profit slightly negative vs. Eu0.2mn in 3Q19 due to provisions for ForEx losses. 
Net debt at Eu138mn decreased Eu5mn vs. end-June (vs. a +Eu3mn increase in 3Q19) thanks to better 
working capital management. The backlog stood at Eu238mn vs. Eu194mn in 1H20 and does not 
include the Eu50mn provisional award by RFI for diagnostic vehicles at the Railways division. For 9M20, 
pro-forma sales were Eu119mn vs. the target of ca. Eu170mn in FY20, and EBITDA was Eu18mn vs. the 
FY20 target of Eu22-24mn. It is worth mentioning the impressive 3Q20 order intake in Energy 
Automation and Trenchers (aggregate Eu90mn, or 2.5x the sales booked in the quarter at the two 
divisions), which provides good visibility on achieving FY20 targets (97% of 4Q revenues covered by 
the backlog) as well as FY21 trends. 

Tesmec – 1H/9M20 results 

 
Source: Company presentation 

 

Acquisition of 4Service s.r.l. 

On 16 April 2020, Tesmec announced the reorganisation of the trencher rental business through the 
acquisition by Tesmec of 100% of 4 Service s.r.l., a company operating in the trencher rental business 
and owned by MTS, which in turn is controlled by Tesmec’s main shareholder TTC. The acquired 
company (32 trenches owned) has been integrated into Tesmec’s trencher business of Tesmec USA 
(16 trenchers owned) and reorganised internally via a dedicated BU. The industrial rationale of the 
acquisition relates to the strengthening of the rental business model in line with market trends (higher 

(Eu mn) 1H19 3Q19 9M19 1H120 YoY 3Q20 YoY 9M20 YoY
   Energy 21,9 9,5 31,5 16,8 -24% 12,4 30% 29,2 -7%
   Trencher 59,2 30,2 89,4 40,8 -31% 25,4 -16% 66,2 -26%
   Railways 16,3 7,0 23,3 13,2 -19% 8,2 17% 21,4 -8%

Revenues 97,5 46,8 144,2 70,8 -27% 46,0 -2% 116,8 -19%
Revenues PF 97,5 46,8 144,2 73,0 -25% 46,0 -2% 119,0 -17%
   Energy 2,8 1,0 3,8 1,7 -38% 2,1 105% 3,8 0%
   Trencher 6,4 3,4 9,8 4,5 -30% 4,4 30% 8,9 -9%
   Railways 2,9 0,9 3,8 1,9 -34% 1,1 20% 3,0 -21%

EBITDA 12,1 5,3 17,4 8,2 -33% 7,5 42% 15,7 -10%
EBITDA PF 12,1 5,3 17,4 9,8 -19% 7,5 42% 17,6 1%
Margin 12,4% 11,3% 12,1% 13,4% 16,4% 14,8%

EBIT  3,3 0,6 3,9 -1,6 n.m. 1,8 n.m. 0,2 n.m.
Margin 3,4% 1,3% 2,7% -2,2% 3,9% 0,2%

Net Profit 0,6 0,2 0,8 -3,9 n.m. -0,9 n.m. -4,8 n.m.
Net Debt 112,5 115,6 115,6 143,0 27% 137,8 -19% 137,8 -19%
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flexibility for clients with limited investments in capex, a more complete and wider range of equipment 
available for the type of work to be performed). From a financial point of view, in FY19 4Service s.r.l. 
reported revenues of Eu6.9mn and EBITDA of Eu5.2mn. Net of intercompany eliminations, the deal 
had a negligible impact on Tesmec revenues (elimination of sales related to the trenchers sold by 
Tesmec to 4Service) and a Eu4mn positive net contribution to EBITDA on a pro-foma basis. The agreed 
price of Eu21.1mn EV (equity value Eu9.4mn) implied a multiple on EBITDA of 4.1x (5.3x based on the 
net EBITDA contribution to Tesmec). 

 

Management Team 

Details of the skills and experience of members of the management team: 

 Ambrogio Caccia Dominioni is the Group’s Chairman and Managing Director. Ambrogio 
Caccia Dominioni graduated in Business and Economics from the Catholic University of Milan. 
From 1971 to 1979, he worked for Andersen Consulting S.p.A. and was director of the Industry 
Finance – Leasing division. In 1980, he started work for the family-owned company which 
eventually became "M.T.S. Officine Meccaniche di Precisione S.p.A."; over time, it became an 
international group with diversified activities in various sectors and countries. 

 Paolo Mosconi graduated in Civil Engineering from Milan Polytechnic University. He began his 
career in business in 1987 at NCR S.p.A in Milan. In 1989, he joined Tesmec as Commercial 
Director of the stringing machinery department. After significant experience in management in 
European and Far East markets, he became Commercial Director of Tesmec in 1996, assuming 
full responsibility for the Company’s commercial activity. He is currently General Manager and 
Commercial Director of Tesmec. 

 Carlo Caccia Dominioni is the Business Unit Manager of the Energy Division (Stringing & 
Automation) and brings more than 9 years of experience in the energy sector. Carlo joined 
Tesmec Group in 2013 as an M&A and Corporate Development analyst focusing on business 
expansion initiatives, and later served as Business Development and Integration Leader for the 
Energy Automation Division in 2015. Carlo's leadership and experience brought him to be 
appointed as Energy Automation Business Unit Manager in 2017. Before joining Tesmec Group, 
Carlo worked as a Business Analyst for Bain & Company for a Year. Carlo graduated magna 
cum laude from Bocconi University in Milan and holds a Master of Science in Business 
Administration. 

 Marco Paredi graduated in Business Economics and Business Management from Bergamo 
University in 2006. He has a Master in “Marketing and Managerial Culture for Italian-Chinese 
Trading Relationships” from Bergamo University. He held the role of Group Controller at BM 
Group until 2011 when he joined the Brembo Group, first as Plant Controller and then as Business 
Controller at Brembo SGL Carbon Ceramic Brakes S.p.A. From 2013 to 2015, he was Local CFO 
at the Turin branch of the Brembo Group, Sabelt S.p.A. He has been Group Controller at Tesmec 
since 2015, Investor Relations Manager since 2018, and on 10 January 2020 was given 
responsibility for preparing the company’s financial reports.  

 

Board of Directors 

Members of the board of directors: 

 
Source: Rights Issue prospectus. * Independent 

  

Post  Date of appointment Place and Date of Birth
Ambrogio Caccia Dominioni Chairman 23 February 2010 Morbegno(So), 27 August 1946
Alfredo Brignoli Vicepresident 23 February 2010 Ponteranica (Bg), 10 December 1920
Gianluca Bolelli Vicepresident 23 February 2010 Castelmaggiore (Bo), 18 September 1959
Gianluca Vacchi Director 23 February 2010 Bologna, 5 August 1967
Luca Poggi Director 23 February 2010 Bologna, 14 May 1961
Michele Carlo Felice Milani Director 23 February 2010 Milano, 6 June 1968
Caterina Caccia Dominioni Director 23 February 2010 Morbegno (So), 18 August 1979
Gioacchino Attanzio Director* 23 February 2010 Madrid, 9 November 1943
Sergio Arnoldi Director* 23 February 2010 Bergamo, 6 February 1947
Guido Giuseppe Amria Corbetta Director* 23 February 2010 Milano, 4 May 1959
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DISCLAIMER (for more details go to DISCLAIMER) 

IMPORTANT DISCLOSURES 

The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein and of any its parts is strictly prohibited. None of the contents of this document may be shared with third parties without 

authorisation from Intermonte. 

This report is directed exclusively at market professional and other institutional investors (Institutions) and is not for distribution to person other than “Institution” (“Non-Institution”), who should not rely on this material. Moreover, any 

investment or service to which this report may relate will not be made available to Non-Institution. 

The information and data in this report have been obtained from sources which we believe to be reliable, although the accuracy of these cannot be guaranteed by Intermonte. In the event that there be any doubt as to their reliability, this will 

be clearly indicated. The main purpose of the report is to offer up-to-date and accurate information in accordance with regulations in force covering “recommendations” and is not intended nor should it be construed as a solicitation to buy or 

sell securities. 

This disclaimer is constantly updated on Intermonte’s website www.intermonte.it under LEGAL INFORMATION. Valuations and recommendations can be found in the text of the most recent research and/or reports on the companies in question. 

For a list of all recommendations made by Intermonte on any financial instrument or issuer in the last twelve months consult the PERFORMANCE web page. 

Intermonte distributes research and engages in other approved activities with respect to Major U.S. Institutional Investors (“Majors”) and other Qualified Institutional Buyers (“QIBs”), in the United States, via Brasil Plural Securities LLC under SEC 

15a-6 guidelines. Intermonte is not registered as a broker dealer in the United States under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and is not a member of the Securities Investor Protection Corporation (“SIPC”). 

Brasil Plural Securities LLC is registered as a broker-dealer under the Exchange Act and is a member of SIPC. 

 

ANALYST CERTIFICATION 

For each company mentioned in this report the respective research analyst hereby certifies that all of the views expressed in this research report accurately reflect the analyst’s personal views about any or all of the subject issuer (s) or securities. 

The analyst (s) also certify that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation or view in this report.  

The analyst (s) responsible for preparing this research report receive(s) compensation that is based upon various factors, including Intermonte’s total profits, a portion of which is generated by Intermonte’s corporate finance activities, although 

this is minimal in comparison to that generated by brokerage activities.  

Intermonte’s internal procedures and codes of conduct are aimed to ensure the impartiality of its financial analysts. The exchange of information between the Corporate Finance sector and the Research Department is prohibited, as is the 

exchange of information between the latter and the proprietary equity desk in order to prevent conflicts of interest when recommendations are made. 

The analyst responsible for the report is not a) a resident of US; b) an associated person of a U.S. broker-dealer; c) supervised by a supervisory principal of a U.S. broker-dealer. This Research Report is distributed in the U.S. through Brasil Plural 

Securities LLC, 545 Madison Avenue, New York 10022. 

 

GUIDE TO FUNDAMENTAL RESEARCH 

The main methods used to evaluate financial instruments and set a target price for 12 months after the investment recommendation are as follows: 

 Discounted cash flow (DCF) model or similar methods such as a dividend discount model (DDM) 

 Comparison with market peers, using the most appropriate methods for the individual company analysed: among the main ratios used for industrial sectors are price/ earnings (P/E), EV/EBITDA, EV/EBIT, price /sales.  

 Return on capital and multiples of adjusted net book value are the main methods used for banking sector stocks, while for insurance sector stocks return on allocated capital and multiples on net book value and embedded portfolio value 

are used 

 For the utilities sector comparisons are made between expected returns and the return on the regulatory asset base (RAB) 

Some of the parameters used in evaluations, such as the risk-free rate and risk premium, are the same for all companies covered, and are updated to reflect market conditions. Currently a risk-free rate of 2.5% and a risk premium of 5.0% are 

being used. 

Frequency of research: quarterly. 

Reports on all companies listed on the S&PMIB40 Index, most of those on the MIDEX Index and the main small caps (regular coverage) are published at least once per quarter to comment on results and important newsflow. 

A draft copy of each report may be sent to the subject company for its information (without target price and/or recommendations), but unless expressly stated in the text of the report, no changes are made before it is published. 

Explanation of our ratings system: 

BUY: stock expected to outperform the market by over 25% over a 12 month period; 

OUTPERFORM: stock expected to outperform the market by between 10% and 25% over a 12 month period; 

NEUTRAL: stock performance expected at between +10% and – 10% compared to the market over a 12 month period; 

UNDERPERFORM: stock expected to underperform the market by between –10% and -25% over a 12 month period; 

SELL: stock expected to underperform the market by over 25% over a 12 month period. 

Prices: The prices reported in the research refer to the price at the close of the previous day of trading 

 

CURRENT INVESTMENT RESEARCH RATING DISTRIBUTIONS  

Intermonte SIM is authorised by CONSOB to provide investment services and is listed at n° 246 in the register of brokerage firms.  

As at 30 September 2020 Intermonte’s Research Department covered 124 companies. Intermonte’s distribution of stock ratings is as follows: 

 

BUY: 07,44 % 

OUTPERFORM: 52,07 % 

NEUTRAL: 33,88 % 

UNDERPERFORM 06,61 % 

SELL: 00,00 % 

 

The distribution of stock ratings for companies which have received corporate finance services from Intermonte in the last 12 months (52 in total) is as follows: 

 

BUY: 11,54 % 

OUTPERFORM: 59,62 % 

NEUTRAL: 28,84 % 

UNDERPERFORM 00,00 % 

SELL: 00,00 % 

 

 

CONFLICT OF INTEREST 

In order to disclose its possible conflicts of interest Intermonte SIM states that: 

Intermonte SIM S.p.A. is acting as placement agent in Tesmec’s capital increase with an agreement with the company for the publication of an equity research regarding the company and the transaction. Intermonte will receive fees from 

the company for its activity as placement agent.  

Within the last year, Intermonte SIM managed or co-managed/is managing or is co-managing an Institutional Offering and/or managed or co-managed/is managing or is co-managing an offering with firm commitment underwriting of the securities of 

the following Companies: BPER, IEG and Iervolino Entertainment. 

Intermonte SIM has provided in the last 12 months / provides / may provide investment banking services to the following companies: Abitare In, Aedes, Aeroporto di Bologna, Alkemy, Azimut, Banca Ifis, Cellularline, ePrice, Falck Renewables, Guala 

Closures, H-Farm, IEG, Iervolino Entertainment, Mittel, Nova Re, Retelit, Saes Getters, Somec, Tesmec, TXT, UBI Banca, and WIIT. 

Intermonte SIM is Specialist and/or Corporate Broker and/or Sponsor and/or Broker in charge of the share buy back activity of the following Companies: Abitare In, Aedes, Alkemy, Ambienthesis, Aquafil, Avio, Banca Ifis, Banca Sistema, Be, Cattolica, CFT, 

Cellularline, Credito Valtellinese, Cyberoo, DeA Capital, El.En, Eles, Elica, Emak, Falck Renewables, Fimit - Fondo Alpha, Fine Foods, Gefran, Go Internet, Gpi, Gruppo Fos, Guala, H-Farm, IEG, Iervolino Entertainment, IndelB, Industrial Stars Of Italy 3, Luve, 

Notorious, Openjobmetis, Reno de Medici, Reply, Retelit, Saes Getters, Servizi Italia, Sesa, Seri Industrial, Somec, Tinexta, Tesmec, Tamburi, Txt, and WIIT  

Intermonte SIM has a contractual commitment to act as liquidity provider on behalf of third parties for the following companies: Banca Sistema, Restart, and Unieuro 

Intermonte SIM performes as a market maker for the following companies: A2A, Anima, Atlantia, Autogrill, Azimut Holding, BAMI, Banca Generali, Banca Mediolanum, Brembo, Buzzi, CNHI, Enel, ENI, Exor, Fineco. FCA, FTMIB, Generali, Italgas, Iren, Intesa 

Sanpaolo, Leonardo, Mediobanca, Moncler, Mediaset, Pirelli&C, Prysmian, Poste, Ferrari, Saipem, Snam, STM, Tenaris, Telecom Italia, Telecom Italia sav, Terna, UBI, Unicredit, Unipol, UnipolSai. 

Intermonte SIM is a member of the CBOE Europe Equities Liquidity Provider Program for the following financial instruments: A2A, Atlantia, ATSM, Autogrill, Azimut Holding, Banca Generali, Banca Mediolanum, Banco BPM, Bca Monte dei Paschi di Siena, 

Bca Pop Emilia Romagna, Banca Pop Sondrio, Buzzi Unicem, Buzzi Unicem rsp, Campari, CIR- Compagnie Industriali Riunite, Credito Emiliano, Danieli & C., Danieli & C. Risp NC, Diasorin, Enel, Eni, Generali, Hera, Intesa Sanpaolo, Iren, Italgas, Italmobiliare, 

Leonardo, Maire Tecnimont, Mediaset, Mediobanca, Pirelli & C., Poste Italiane, Prysmian, Recordati, S.I.A.S., Saipem, Salini Impregilo, Salvatore Ferragamo, Snam, Telecom Italia, Telecom Italia rsp, Terna, Tod’s, UBI Banca, Unicredit, Unipol, Unipolsai. 

Through its Websim Division, Intermonte SIM acts as an Retail Investor Research Provider on behalf in regard to the following companies: Aedes, Banca Ifis, Banca Sistema, Cattolica Assicurazioni, Cellularline, CFT Group, Circle, Coima RES, Comer Industries, 

Crowdfundme, Digital Bros, Digital Magics, Elettra Investimenti, Falck Renewables, Fiera Milano, Finlogic, First Capital, FOPE, Gefran, Generali Assicurazioni, Giglio, Go Internet, H-Farm, Ilpra, Indel B, ISI/Salcef, Italiaonline, La Doria, LVenture, MailUp, Maps, 

Masi Agricola, Molmed, Neodecortech, Piaggio, Portale Sardegna, Primi sui Motori, Retelit, Safe Bag, Somec, SOS Travel, Tinexta, TPS, WITT, 

Through its Websim Division, Intermonte SIM carries out marketing / communication activities on behalf of the following equity crowdfunding 200Crowd, BacktoWork24, Crowdfundme, Opstart and the following issuers: Banca IMI, BNP Paribas, Credit 

Suisse, Exane, Leonteq, Unicredit, Vontobel, Wisdomtree. 

Intermonte SIM SpA holds net long or short positions in excess of 0.5% of the overall share capital in the following issuers: 

 

Emittente % Long/Short 

COGEME SET SPA 1,6 SHORT 

IKF 0,57 SHORT 

LIFE CARE CAPITAL 0,59 LONG 

OLIDATA 0,74 SHORT 

 

 

© Copyright 2020 by Intermonte SIM - All rights reserved 

It is a violation of national and international copyright laws to reproduce all or part of this publication by email, xerography, facsimile or any other means. The Copyright laws impose heavy liability for such infringement. The Reports of 

Intermonte SIM are provided to its clients only. If you are not a client of Intermonte SIM and receive emailed, faxed or copied versions of the reports from a source other than Intermonte SIM you are violating the Copyright Laws. This document 

is not for attribution in any publication, and you should not disseminate, distribute or copy this e-mail without the explicit written consent of Intermonte SIM. 

INTERMONTE will take legal action against anybody transmitting/publishing its Research products without its express authorization. 

INTERMONTE Sim strongly believes its research product on Italian equities is a value added product and deserves to be adequately paid.  

Intermonte Sim sales representatives can be contacted to discuss terms and conditions to be supplied the INTERMONTE research product. 

 

INTERMONTE SIM is MIFID compliant - for our Best Execution Policy please check our Website MiFID 
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