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Executive summary 

The DCF valuation suggests that B&O’s enterprise value is 2,567 mDKK of 30 March 2015. The 

enterprise values of B&O Operations, B&O Play, and Icepower are estimated to 2,666 mDKK, 535 

mDKK, and 600 mDKK respectively. The DCF values are supported by the results of a multiples 

valuation. A financial analysis of B&O suggests that the company has had poor financial 

performance. This is caused by decreasing revenue and increasing depreciation and amortisation 

costs. B&O is facing tough market conditions, with capital intense competitors and consumers 

becoming more sensitive to prices. The company does not have the size to compete in the industry, 

which has experienced an increase in technological development. Furthermore, the company’s 

revenue is highly dependent on the global economy. It has been established that the global economy 

will improve in the coming years. However, B&O has not initiated any cost reduction initiatives. 

Thus, the ROIC is not expected to increase from the low level it is currently at. Despite tough 

conditions, B&O still has a strong brand name and a dedicated workforce. Furthermore, its products 

are considered to be attractive in terms of innovative design and quality. Thus, it is relevant to 

assess how the company can exploit these strengths to create shareholder value. 

On 31 March, 2015 B&O announced the sale of its Automotive division to Harman Industries, and 

initiated a potential sale of its Icepower division. The sale of Automotive resulted in an increase in 

shareholder value, as the stock price increased 33% following the Announcement. The value of the 

deal is estimated to be worth 1,755 mDKK in a base-case which is considered as a good deal for 

B&O. This is supported by academic studies suggesting acquisitions create more shareholder value 

for the acquired company than for the acquiring company. A SOTP valuation of 1 June 2015 

indicates that B&O is worth more as the sum of all parts, than as a group. Thus, the company is 

traded at a conglomerate discount. Even though the theoretical basis of conglomerate discount is 

inconsistent, recent studies suggest that the phenomenon exists. A thorough assessment of possible 

M&A transactions for B&O indicates that the company should divest a business unit. This is 

supported by the theoretical basis that B&O may not be the best owner of all of its assets. An 

investigation of possible divestitures suggests B&O should divest the Icepower division. The 

acquirer of Icepower should ideally be a strategic acquirer rather than a financial acquirer. Thus, a 

strategic acquirer would be willing to pay a larger premium than a financial acquirer. This is caused 

by potential synergies a strategic acquirer could obtain, in contrast to a financial acquirer.  
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1 Introduction 

On 22 December, 2014, Ole Andersen, the Chairman of Bang and Olufsen (B&O), downgraded the 

expectations for the fiscal year 2014/2015. A positive operating result of (3,000,000 DKK) was 

downgraded to an expected negative operating result (Børsen, 2014). The downgrading drove the 

share price down to a closing price of 37.5 DKK, the lowest share price in more than five years 

(EuroInvestor). In relation to this public message to the capital market, Ole Andersen stated that a 

divestiture, joint venture, or sale is possible in the future. Additionally, there have been rumours 

that B&O has hired the Swedish investment bank Carnegie to help the company find a potential 

buyer. The company has acknowledged that they are relatively small compared to peers in the AV 

industry and find it hard to compete in a price-driven market (Børsen, 2015). Large companies such 

as Samsung, Sony, and Phillips that are more competitive in terms of economies of scale and scope, 

etc, financially dominate B&O. 

Figure 1 - Source: B&O Annual Reports

 

B&O’s products are global and it has business lines in both B2C and B2B segments. In the latest 

annual report, the B2C segment amounts to 75% of the total revenue and the B2B segment amounts 

to last 25% (Bang & Olufsen, 2014). Figure 1 above illustrates the revenue development B&O has 

experienced the last ten years. The figure shows that the company has lost 878 mDKK in revenue 

since 2004/2005. That figure also reveals that B&O gained almost 1.000 mDKK up to the financial 

crisis in 2008/09. 
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Figure 2 - Source: B&O Annual Reports 

 

Following the crisis, B&O lost 25% of its revenue and has not recovered that revenue. B&O 

reported a profit in only two of the last five years after the crisis. Thus, the company has had a very 

limited ability to invest in new projects and has had to increase its focus on minimising cost and 

improving profitability. Figure 2 illustrates that B&O has struggled to regain positive bottom-line 

results following the crisis. 

Even though it is under financial pressure, the company still has a strong brand name and is 

respected for the quality and innovative design of its products. However, a buyer of the company 

has yet to appear. Furthermore, on 12 May, 2012, the company restructured its shares by merging 

share classes (Bang & Olufsen A/S, 2009). This aligned the voting rights between shareholders, 

removing a takeover defence known as staggered board(Bruner, 2004), hence making the company 

more attractive to potential buyers. There could be various reasons why B&O has not been sold yet. 

Most important among these is the likelihood that the price for the company has been too high. 

Since B&O made it semi-official to the capital market that it is for sale, it is possible the company 

may have been pitching the idea earlier to investors. This raises the question of whether the intrinsic 

value of the company is higher compared to what potential buyers would pay. Thus, it is interesting 

to investigate what possibilities B&O currently has in terms of Merger and Acquisition (M&A) 

strategies. 
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1.1 Problem statement 

B&O’s share price has been declining over the last years due to poor financial performance. Recent 

M&A rumours of a possible sale of B&O have driven up the share price(EuroInvestor). B&O has 

neither confirmed nor denied the rumours of a potential sale. Chairman Ole Andersen stated in late 

December that everything is possible and that B&O did not have the size to compete on equal terms 

with its large competitors (Børsen, 2015). This demands a thorough analysis of B&O and its 

industry, leading to an internal valuation of B&O and its business units, followed by B&O’s 

opportunities through M&A strategies. 

“In an M&A perspective, which strategy should B&O pursue in order to increase its shareholder 

value? Furthermore, what is the enterprise value of the company and its business units and how 

could B&O execute a potential M&A strategy? 

1.1.1 Sub-questions 

The following sub-questions are asked in order to structure the report and answer the problem 

statement. 

“What is the enterprise value of the company and its business units, as of 30 March, 2015?” 

1.1.1.1 Strategic 

 What are the macro- and microeconomic factors that influence the performance of B&O? 

 What are the strengths and weaknesses of B&O? 

 How can B&O exploit its strengths and minimise its threats in the current market situation? 

1.1.1.2 Financial 

 How has B&O performed historically and how is it currently performing compared to its 

peers? 

 What are the risks associated with B&O? 

 How are B&O’s financials expected to develop? 

 What is B&O’s cost of capital? 

 How does a multiple valuation relate to the valuation found using DCF model? 
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“Which M&A strategy should B&O pursue in order to increase its shareholder value?” 

1.1.1.3 M&A  

 Which M&A transactions has B&O executed lately? 

 How can M&A be value creating? 

 Is B&O traded with a Conglomerate Discount? 

 What are the possibilities in terms of M&A for B&O? 

 How could potential M&A transactions affect the company value? 

1.2 Methodical framework 

This thesis will deal with two primary analyses, valuation of B&O from an internal perspective and 

an M&A analysis. The valuation is the foundation for the M&A analysis and the results from the 

valuation are used throughout the report. 

Firstly, a strategic and financial analysis will be conducted. The strategic analysis is a description of 

B&O’s strategic outlook, Corporate Governance, Value Chain, and industry analysis. This will be 

brought together in a SWOT analysis as a sub-conclusion. The financial analysis will be a 

reformulation of the financial statements, calculation of selected financial ratios, and a breakdown 

of ROIC through DuPont analysis. The sub-conclusions derived from these analyses will be used in 

the forecasting in order to proceed to the valuation. A DCF valuation will be the primary method 

used in valuing the company. Additionally, a conclusion will be derived with support from a 

sensitivity analysis and a “sanity check” using multiples. 

An evaluation of how M&A rationales fit B&O is made based on a theoretical description of M&A 

rationales. The strategic and financial analyses will be used as guidance in this part. This will lead 

to clarifying B&O’s possibilities in terms of M&A. Furthermore, a simulation of a leveraged 

buyout (LBO) and a sale to third party is conducted in order to determine the potential financial 

effects of the deals. 

Finally, the thesis presents a conclusion with a perspective and further discussion regarding the 

outlook for B&O. Theory and models are introduced throughout the thesis when applied. If it has 

been necessary to emphasise the model or theory used to gain a deeper understanding, this is done. 

However, it is assumed that the reader is familiar with general finance and economic theory and 

terminology. 
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1.2.1 Structure 

This structure (framework) of the report is illustrated below in Figure 3. The valuation is the 

fundamental for understanding B&O and its industry. The understanding of the business and the 

enterprise value of B&O and its business units are used in determining the M&A possibilities. 

Figure 3 - Source: Own depiction 

 

The structure of the M&A analysis is based on the possibilities of using M&A to grow or 

restructure the firm. The figure below shows an overview of the possible decisions to grow or 

restructure the company. The focus of this report is on the “Restructure, Redeploy Asset, or Exit” 

part of the figure. The M&A possibilities of partial and total divestiture are investegated. The 

“Diversify or Expand” strategies are not taken into account in this report. 
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Figure 4 - Source: (Bruner, 2004) & own depiction 

 

1.2.2 Recipients and cut-off dates 

This brief section is included to specify the main recipients of this thesis and to be very clear about 

the different cut-off dates for data collection purposes. The reason for this is that the writing of this 

thesis began before B&O announced its sale of its Automotive division. Furthermore, the 

information flow from the company has been massive since the beginning of this thesis and it has 

been important to have clear guidelines regarding which information will be included in the 

different parts of the thesis. The intensity of the information flow has compounded the difficulty of 

preparing this thesis. 

The sale of the Automotive division is left out of the first part of the thesis, the valuation part, but 

included in the second part of the thesis, the M&A part. The first cut-off date is therefore 30 March, 

2015, the day before B&O announced the sale of Automotive. This date reflects the valuation date 

from the problem statement. The second cut-off date is 1 June, 2015, and is the last cut-off date of 

the thesis. No information from after 1 June will be used. This cut-off date has been important for 

the creation of this thesis and as a simple guidance for the recipients. 
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The main recipient of this thesis is B&O. It can be seen as a consultancy report on how to increase 

shareholder value for the company. Other recipients are portfolio managers and potential strategic 

or financial acquirers of the company. The thesis provides an insight into separate business units’ 

financial performance and evaluates the business units separately.  

1.3 Data collection 

This section contains an overview of the sources used in this thesis and covers the approach used to 

collect data. The purpose of this section is to provide a deeper understanding of the widely used 

sources. Furthermore, it is important to explain the data collection approach used in the thesis to 

identify a variety in sources and thereby increase the degree of validity. 

1.3.1 Source overview 

B&O’s annual report and company announcements will be used widely as a main source of 

information. In addition, public information about the capital market published by newspapers and 

other media will be cited to some extent. Data from Bloomberg is used to access a quick overview 

of quantitative company and industry data. Bloomberg is a commonly used financial data provider, 

thus it has a high degree of validity. The financial data used to analyse peer and business units 

originates mainly from FactSet (FactSet, 2015). FactSet is a professional database with all kinds of 

financial data from industry multiples to specific company financials. FactSet has a high degree of 

validity due to its prevalence of use among financial professionals (FactSet, 2015). It has been 

important to use only one source of financial data for the peer analysis so that the financials are 

comparable. Different sources can use different financial standards, which would be problematic in 

terms of comparability. The theoretical basis of this thesis is built primarily on academic literature 

in the form of books. It has been important to include a variety of different books with different 

authors in order to get as broad a theoretical basis as possible.  

1.3.2 Public Information 

Several due diligences are performed in an M&A process to obtain as much information about a 

company as possible. The reader should notice that the analysis is based on public information, 

since internal information is not available due to high confidentiality. Thus, this fact can entail 

shortcomings. 
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1.3.3 Data collection and source criticism 

The validity of all qualitative information is assessed before it is applied in order to ensure that the 

analyses are based on correct information. When using newspaper articles or other non-academic 

sources such as Børsen, information should be interpreted carefully as authors might have an 

interest in embellishing news to increase attention or number of readers. The information in the 

annual reports are used and interpreted with caution, as information regarding future expectations 

and evaluation of business performance is likely to be biased. However, figures related to historical 

performance are less likely to be biased or manipulated. When possible, first-hand sources have 

been used where applicable. All quantitative information was critically assessed to ensure that there 

are no errors in the data. 

A section containing different model criticism could be included here, but is omitted due to its low 

importance. Thus, it was found more useful to criticise the separate models when used if considered 

relevant in conjunction with the purpose of the model.   

1.4 Delimitation 

In the M&A analysis the possibility of diversifying or expanding is not evaluated, due to the 

financial situation that B&O is currently in. 

In the strategic analysis, the PEST model framework is used. The model includes four parameters 

instead of the six that comprise the PESTEL. The last two parameters of PESTEL, environmental 

and legal, are considered less relevant and therefore not included.  

The stand-alone value of Automotive is not assessed, in the DCF valuation, as it has not been 

possible to obtain the separate financial statements. However, the value is included in the DCF 

value of the group. 

In relation to M&A possibilities in Chapter 6, a screening of potential acquirers has not been 

conducted. Assessing the possibilities is intended as the first step in a restructuring plan. 

1.5 Formats and definitions 

The formats and definitions in the thesis are clarified in the following section. As a rule, all 

numbers are presented in millions. If exceptions are made, it is clearly stated within the table or 
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figure. All monetary amounts are presented in Danish kroner. Whenever it has been necessary to 

convert foreign currencies to Danish kroner, the relevant exchange rate has been applied. 

It has been appropriate to use abbreviations in the thesis due to the frequent use of company names 

and theoretical terms. Whenever an abbreviation is used, the full name is presented first, following 

the abbreviation in brackets. 

The business unit Bang & Olufsen Operations is referred to either as Operations or the AV segment.  
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2 Introduction to B&O 

B&O is a Danish producer of high-end televisions, multimedia, audio products, and telephones. The 

company is present in more than 70 countries and has 2,347 employees (Bang & Olufsen, 2014). 

B&Os latest annual turnover is 2,800 mDKK, which is a decrease of 30% compared to 2008 when 

sales were at their highest, as illustrated previously in Figure 1. Profit has been negative in recent 

years, forcing the company to revisit its business model. 

B&O has segmented its products into B2C and B2B markets. There are two business areas within 

each of these segments. AV and B&O Play are sold directly to consumers through B&O retailers 

and, in recently expanded distribution channels, to other stores. The other two business areas are 

Automotive and Icepower, which sell B2B. The segmentation of revenue is presented in Figure 5. 

Figure 5 - Source: (Bang & Olufsen, 2014) 

 

B&O Play and AV produce and sell televisions, headphones, speakers, etc. They account for 76% 

of total revenue and are the core segments in B&O. Since the financial crisis, B&O has faced 

financial challenges in terms of loss of turnover and decreasing profit. The chairman of the board 

has publicly stated that B&O is too small to compete in the current conditions in the industry 

(Børsen, 2015). Thus, the Board of Directors have presented the idea of a potential merger or sale. 

The share price reacted positively to these rumours due to a potential capital gain for shareholders. 

B&O recently encountered another problem, a bottleneck in production. This bottleneck occurred 

when the new flat-screen TV Beovision Avant 55 was produced. This bottleneck delayed the 

production of other Beovision Avant products and was very costly for the company (Børsen, 2015). 

AV 

57% 
B&O Play 

19% 

Automotive 

21% 

ICEpower 

3% 

Segmentation by revenue 
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Overall, B&O currently experiences difficulties in being a profitable business. Furthermore, the 

company still possess a technological know-how and unique brand value. B&O is therefore an 

interesting case in terms of M&A strategy. 

2.1 History 

B&O was founded in 1925 by Peter Bang and Svend Olufsen in Struer. The first products produced 

by the two engineers were radios and gramophones. TV production began after World War II with 

the first launch of black/white television in 1952. Due to increasing competition from German 

manufactures during 1960’s, B&O established itself as a quality brand by increasing focus on 

innovative product design and quality(BeoPhile.com, 2015). Furthermore, the company 

concentrated on the European market in the same period.  

Due to a decrease in revenue in the late 1980s, Anders Knutsen, who joined the company in 1992, 

introduced a “Break-Point” strategy. In the years after the financial crisis when the company 

experienced decreased revenue, a new strategy called Pole-Position was introduced by the then new 

CEO, Karl Kristian Hvidt Nielsen. The latest major strategic initiative that focuses on a turnaround 

was introduces by current CEO Tue Mantoni. The strategies are described in the following 

section(Bang & Olufsen A/S, 2015). 

2.2 Strategic Outlook 

To understand the current strategy of B&O, it is important to clarify the starting point and the 

previous strategies of the company. The outlook presented in Table 1 sum up the most important 

elements of previous strategies. 

Table 1 - Source: B&O Annual Reports and www.bang-olufsen.com 

 

Year 2008-2011 1992-2008

Strategy "Pole position" "Break-point"

CEO Karl Kristian Hvidt Nielsen Anders Knutsen (1991-2001), Torben Ballegaard (2001-2008)

Target Secure profits immediately. Boost sales Break-even in 2003 with at least 2,000 mDKK in revenue, 900 

mDKK in operating profit and a net result after taxes that is not 

negative.

Operationel focusses Cost cutting. Cut down 300 jobs in total. One technological 

platform. One global sales organisation

Reduce operationel cost, to lower break-even turnover. 

Best profit margin in the period 0.94% in 2010/11 9.88% in 1997/98

Lowest profit margin in the period -13.80% in 2008/09 -3.39% in 1990/91

Average profit margin in the period -4.70% 4.44%

Highest turnover in the period 2,867 in 2010/11 4,376 in 2006/07

Lowest turnover in the period 2,762 in 2009/10 2,180 in 1990/91

Average turnover in the period 2,806 3,312

B&O strategies
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B&O has identified the following issues which has lead to the current strategy, “Leaner, Faster, 

Stronger” (Bang & Olufsen, 2012). These issues have been evaluated below. 

Financial pressure at top and bottom line 

Since 2008/09, B&O has struggled to improve its top and bottom line. The revenue dropped 1,300 

mDKK from 2007/08 to 2008/09 following the financial crisis. Thereafter, while the global 

economy is recovering, B&O still faces large challenges to achieving profitability. 

Lack of competitiveness in terms of R&D 

Technology development in the television market has changed rapidly over the past decade. 

Competition in price and quality among large manufacturers such as Samsung and Sony has led to 

lower profit margins and higher sales volumes. 

Too sensitive to changes in the global economy 

Due to the price range of the company’s products, B&O has grown very sensitive to changes in the 

global economy. This resulted in a significant decrease in sales after the financial crisis. 

The distribution channels have been to narrow 

B&O has sold its products primarily through its own shops, due to a luxury branding strategy and a 

desire for quality control in customer service and product know-how.  

Need of a larger customer base 

The customer base is relatively narrow due to the price of the products. Given high price sensitivity 

in the demand, the market share in the AV business has been decreasing significantly. 

2.2.1 Leaner, Faster, Stronger 

With the hiring of Tue Mantoni in 2011, B&O introduced a new strategy called “Leaner, Faster, 

Stronger” presented as a turnaround strategy in the wake of decreasing operating performance. The 

strategy term is set to five years and is estimated to have a potential of 8-10 billion in turnover and 

an EBIT margin of 12% in the long term(Bang & Olufsen, 2012). The strategy is implemented in 

two phases with the first phase of restructuring to lay the groundwork for profitable growth and, in 

second phase, leveraging initiatives to gain profitable growth. A lot of initiatives have been 

undertaken during the first phase. Some of these include setting up offices in China and India, 

introducing a new product category, expanding distribution agreements in Europe and the United 
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States, opening an online shop, and entering into new partnerships to gain improved distribution in 

China and improved development and sourcing.  

Table 2 - Source: B&O Annual reports and www.bang-olufsen.com 

 

The new strategic focus areas in phase two are: 

Create truly outstanding of Bang & Olufsen retail experiences 

The main objective for this area is to create brand value in order to give B&O a competitive 

advantage. The retail network should be of high quality and ensure more interaction with customers. 

Initiatives will aim to increase training and optimise the sales process by improving store design. A 

more structured approach will be taken in relation to Customer Satisfactory Index with increased 

focus on Customer Relationship Management. Recruitment of new partners will also be a focus to 

gain access to high-key potential locations(Bang & Olufsen, 2012). Some of the initiatives 

implemented in phase one support this. Among them are relocating stores from high-end locations 

to more strategic locations and moving the sales and marketing department to Lyngby, near 

Copenhagen, in order to facilitate talent attraction in the organisation. 

Continue to build “sound as our hero 

The objective is to create world-class sound and acoustics to satisfy customers demand for unique 

convenience and performance. Continuing development will focus on audio, TV category, B&O 

Play, and Automotive category. This extends the first phase where a cross-segment innovation team 

for sound and acoustic was established. This means that B&O will continue focusing on R&D. 

Year 2014-2017 2011-2014

Strategy "Leaner, faster, stronger" Phase 2 "Leaner, faster, stronger" Phase 1

CEO Tue Mantoni Tue Mantoni

Target mDKK 8,000-10,000 in turnover with an EBIT-margin beyond 

12%

mDKK 8,000-10,000 in turnover with an EBIT-margin beyond 

12%

Operationel focuses Increase retail experience through training

Continue to improve quality through R&D

Improve TV sales significantly with improved and less 

expensive products

Exploit luxury hotel market with AV products and solutions

Leverage B&O Play though expanding product line and 

distribution channels

Continue growing in Automotive

Increase focus on sound and acustics 

Strengthen Automotive business area 

Launch new product category to expand costumer base

Optimise distribution with new distribution agreements

Expand business in BRIC-markets

Establish R&D partnerships for AV development and sourcing

Trimmer and more agile organisation 

Best profit margin in the period 2.43% in 2011/12

Lowest profit margin in the period -5.65% in 2012/13

Average profit margin in the period -1.42%

Highest turnover in the period 3,008 in 2011/12

Lowest turnover in the period 2,814 in 2012/13

Average turnover in the period 2,895

B&O strategies
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Make TV a growth driver for business 

The objective is to build a global leadership position in the premium segment within three years. 

The poor performance of B&O’s TV segment seems to have been caused by high prices compared 

to peers. With the launch of the BeoVision Avant under phase one, B&O aims to sell better 

televisions at lower prices. 

Exploit B2B potential of the AV products and solutions 

The objective is to make use of the improved AV products portfolio in the luxury hotel market. By 

initiating a go-to-market strategy, B&O aims to build an additional revenue stream in this segment. 

Accelerate B&O PLAY through an increased number of product launches and expanded 

distribution 

The objective is to increase the product line for B&O Play and increase distribution channels. B&O 

Play was introduced in January 2012 and has proven to be a profitable business with revenues 

growing to 500 mDKK. One of the purposes of launching B&O Play was to obtain a broader 

interface and to expand customer base.  

Continue growth momentum in Automotive 

The objective is to increase growth and revenue stream in the Automotive segment. Increased focus 

was already taken under phase one, which was mainly to increase sales among current customers. 

Innovation has been increased and the quality has been improved with support from the cross-

segment innovation team. B&O will focus mainly on further growth of the current portfolio, but 

will also carefully expand customer base, without damaging current customer relations. 

The second phase is trying to extend phase one by leveraging what was started in order to realize 

the full potential of the strategy. The financial short-term targets for the strategy are: 

Table 3 - Source: (Bang & Olufsen, 2014) 

 

Revenue

EBIT margin

Cash flow

Dividend

Minimum 10% CARG per year over the strategy period

Min. 6% EBIT margin before special items within the 

strategy period

Generating positive cash flows during the strategy period

No dividend payouts before it is economically justifiable - 

objective is that this will happen within the strategy period

Financial target
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2.3 Corporate Governance 

In this section B&O’s corporate governance is discussed, with special focus on the merge of share 

classes in 2009 (Bang & Olufsen, 2009). An assessment of board and executive management is 

included to develop a deeper understanding of the personal profiles that are managing the company. 

2.3.1 Stock information 

B&O had for many years been a listed company with two share classes, A and B. The A shares 

were not publicly traded, but were traded through a convention, whereas the B shares were listed on 

NASDAQ OMX Copenhagen. The shareholders with A shares were entitled to nine votes per share, 

whereas the B shareholders had only one vote per share. On the 12 May, 2009, B&O merged its 

share classes to one class. This merge was executed simultaneously with a new share issue of 

24,162,676 shares (Bang & Olufsen A/S, 2009). Such action can be a preparatory step in readying 

parts of the company for potential sale. When a company has different share classes, is it often less 

attractive to potential investors due to the weaker voting power of listed shares compared to the 

non-listed shares, in terms of the amount invested. 

B&O is owned by institutional and private investors. Since the merger of share classes, the 

company has been a more attractive investment. The largest institutional investors are illustrated in 

Figure 6. 

Figure 6 - Source: (Bloomberg L.P., 2015) & own depiction 

 

Besides institutional investors, B&O has, as mentioned, many private investors. The largest private 

investors comprise board members and the executive management of B&O. A list of the largest 

private investors is listed in Table 4. 

15.00%

9.41%

9.11%

5.57%

3.95%

56.97%

Distribution of shares

Delta Lloyd Asset

Management

Nordea Bank AB

Arbejdsmarkedets

Tillægspension

Sparkle Roll Holding

Faerch Fonden

Other investors
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Table 4 - Source: (Bloomberg L.P., 2015) & own depiction 

 

2.3.2 The board 

The board of B&O consists of 11 members, including three staff representatives. An overview of 

the board of directors and their respective committees is available in Appendix 1. The chairman of 

the board is Ole Gjessø Andersen (Ole A.). Ole A. joined as chairman of B&O in 2009(Bang & 

Olufsen A/S, 2015). In addition to his role at B&O, Ole A. also currently serves as chairman at 

Danske Bank, Chr. Hansen, and Zebra A/S(Bisnode, 2015). He served as the head of Corporate 

Finance in SEB from 1997 to 2003. Ole A. is a very experienced individual who has held top posts 

in both management and board roles. Ole A. turned 58 years old on 5 March, 2015. 

2.3.3 Executive management 

The executive management of B&O is composed of, Tue Mantoni (President & CEO), Anders 

Aakær Jensen (Executive Vice President & CFO), and Stefan Persson (Executive Vice President & 

COO). The president and CEO, Tue Mantoni, joined B&O in 2011 replacing Kalle Hvidt Nielsen. 

Mantoni came from a position as CEO for Triumph Motorcycles. During his eight years at the 

company, he was CEO for the last three of those years. Triumph tripled its turnover and got back on 

track (Berlingske Business, 2011). Mantoni earned his master’s degree in Economics and 

Mathematics from Copenhagen Business School in 1999. In his early career, he served as an intern 

at Goldman Sachs before joining McKinsey in 1999 as a consultant. Mantoni worked at McKinsey 

for five years, three years in Denmark and the last two in London (Børsen, 2012). His experience as 

a consultant is important for B&O because he is compatible to play an active role in developing and 

executing new strategies. Mantoni’s accession as CEO for B&O surprised many, owing to his 

young age. Mantoni turned 40 years old on 5 March, 2014. A detailed profile of the executive 

management is found in Appendix 2. 

 Name Relation to B&O Number of shares Value of 5/3-2015 % of shares

1 Ole Andersen Chairman 80,250 3,651,375 0.19%

2 Tue Mantoni CEO 73,267 3,333,649 0.17%

3 Jim Hagemann Snabe Board member 7,940 361,270 0.02%

4 Andre Loesekrug-Pietri Board member 5,195 236,373 0.01%

5 Rolf Eriksen Board member 4,585 208,618 0.01%

6 Jesper Jarlbaek Board member 4,500 204,750 0.01%
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2.4 Sub-conclusion 

It has been established that B&O is a company with a lot of experience within the AV industry and 

has a strong management. The company has changed its strategy several times in the latest years, 

due to high frequency of changes in top management. The company primarily serves the B2C 

segment, but is not unfamiliar with B2B sales. Furthermore the company is publicly held, with no 

single shareholders possessing the majority of shares. Recently, in 2009 the company merge its 

share classes, so all shares are now equal in terms of voting rights. B&O’s current strategy was 

launched in 2011 and is called “Leaner, Faster, Stronger” and second phase is currently being 

executed. The main objectives of the strategy are to improve retail experience and distribution 

channels, leverage B&O Play brand, and increase TV sales. B&O’s management team are 

experienced but all relatively new in the company. The CEO is young but with extensive experience 

within strategy execution and turnarounds.  
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3 Strategic analysis 

In this chapter, a strategic analysis is conducted. The analysis covers internal and external factors 

affecting current and future performance of B&O. Firstly, a PEST analysis is conducted to clarify 

which macro environmental factors affect B&O. We evaluate internal factors through a value-chain 

analysis supported by a market, distribution, and product overview and a risk analysis. An 

introduction to peers, combined with Michael Porter’s five forces model, forms an industry 

analysis. The chapter is concluded with a SWOT analysis to identify key strengths and weaknesses 

of B&O by using the findings from the prior analyses and by identifying possibilities and threats. 

3.1 PEST analysis 

A PEST analysis can clarify which macroeconomic factors influence the industry in which B&O 

operates. The analysis consists of four elements, as illustrated in Figure 7. Part of the analysis is 

based on the current situation in Denmark where B&O has its main operations and pays its taxes. 

For other instances, the scope includes Europe, as Europe is B&O’s primary market, providing 66% 

of total revenue (Bang & Olufsen, 2014). The analysis could contain more peripheral macro 

environmental factors, but concentrates instead on the most important ones for B&O. 

Figure 7 - Source: (Grant, 2013) & own depiction 

 

3.1.1 Political 

Since B&O is headquartered in Denmark, it must comply with the laws Danish companies are 

subject to. Among other things, B&O is required to pay company tax in Denmark. In 2013, the 
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Danish government decided to reduce the tax rate for companies from 25% to 22%. The reduction 

is implemented in steps, reducing the tax rate to 24.5% in 2014, 23.5 % in 2015, and 22% in 2016 

(Regeringen, 2013). This is done to improve the competitiveness of Danish firms and affects 

B&O’s future cash flows. Furthermore, as a member of the European Union, Denmark is obliged to 

comply with EU legislation (European Legislation, 2015). 

3.1.2 Economical 

Since the financial crisis, the economy in Denmark has been under a lot of pressure; GDP growth 

has not been higher than 1.1% in the last four years. Figure 8 illustrates GPD growth in Denmark 

from 2011-2014. Even though GDP has suffered since the financial crisis, many banks and other 

experts now expect that GDP will grow in the coming years. Danske Bank Markets forecasts GPD 

to grow 1.7% and 2.1% in 2015 and 2016, respectively. Furthermore, in relation to the positive 

outlook for GPD, Danske Bank Markets forecasts consumer spending to grow by 1.6% in 2015 and 

2.0% in 2016 (Danske Bank Markets, 2015). Additionally, Nordea expects the economic activity in 

the euro-area from late 2014 and early 2015 will continue in the coming years. Expectations for an 

improving economy are justified by low interest rates, expected further weakening of the euro, and 

low oil prices (Nordea, 2015). 

Figure 8 - Source (Danmarks Statistik, 2015) & own depiction 

 

3.1.3 Socio-cultural 

After the financial crisis, Danish consumer behaviour changed, resulting in increased saving and 

less spending. The luxury segment suffered from this trend due to increased price sensitivity for 

consumers. This change in consumer behaviour affects companies such as B&O because its 
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products are expensive and are very often bought after a longer decision process. Figure 9 illustrates 

the consumer trust index from Danmark Statistik with additional macroeconomic measures. The 

index is estimated based on surveys provided by Dansk Statistik. The results from these surveys are 

used to measure expected consumer confidence and the willingness to consume. 

Figure 9 - Source: (Danmarks Statistik, 2015) & own depiction 

 

The trend in Figure 9 provides evidence that consumers are growing more positive about their own 

and the Danish economy. Furthermore, the index shows that for the first time since 2011 consumers 

now has a positive attitude towards buying larger consumer goods, instead of waiting. The overall 

trend is an increase in consumer confidence in the Danish economy. The index is provided by 

Danmark Statistik, and is based on telephone surveys (Danmarks Statistik, 2015). Another social-

cultural aspect important to include in this macro analysis is a trend toward growing price 

sensitivity on the part of Danish consumers. Because of the increasing exposure of consumers to 

marketing strategies, they are becoming more aware of special discounts and other price incentives. 

Dansk Erhverv describes the typical Danish consumer as extremely price sensitive and a “discount 

hunter.” Statistics provided by Dansk Erhverv illustrate that nearly 90% of all Danish consumers 

read advertising papers and that almost 81% conceive of potential purchases by looking at 

advertising papers (Dansk Erhverv, 2015). 
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3.1.4 Technological 

Because B&O competes in an industry characterised by constant technological development, 

technological factors play an important role in B&O operations. Technological development in the 

consumer electronics industry has been high in the last five to ten years(Marketline.com, 2014). 

Before the beginning of the new century, it was not unusual to keep televisions and other electronic 

devices for five to ten years before replacing them with new ones. The durability of electronic 

equipment has recently dropped to two to five years(Marketline.com, 2014). A recent change in the 

pace of technological development has resulted in televisions becoming slimmer, larger, and 

cheaper. Additionally, this development has led to increased price competition, which increases the 

importance of economies of scale and cost minimisation. 

In recent years, customers have witnessed declining prices for electronic goods, especially in the 

television industry (Eurostat, 2015). This has led to more customer focus on price and less on 

quality, design, and durability. The younger market segment changed its demand for traditional AV 

systems. Now they are more focussed on standalone speakers with wireless connection to 

Smartphones or tablets such as the iPhone and iPad (Marketline.com, 2014). This new trend 

demands lower-cost products with the newest wireless technology. This trend accelerates the launch 

of new products due to a relatively fast outdating of products. 

Another trend in the television market is the Smart TV. Increasing demand for streaming services 

such as Netflix and HBO has enhanced the demand for these types of televisions with the 

aforementioned applications. 

3.2 Product, markets, & distribution channels 

This section contains an overview of the elements in B&O’s business model. Furthermore, it serves 

as an introduction to the value chain analysis in section 3.3. 

3.2.1 Products and Business Segments 

B&O’s products fall at the high-quality end of the quality spectrum in electronics. The product lines 

include TVs, radios, telephones, headphones, speakers, home integration systems, and car audio. 

The products are marketed to B2C and B2B segments. Each segment consists of two major product 

lines. The primary business units for the B2C market are AV and B&O Play. The business units for 

the B2B market are Automotive and Icepower. Segmentation by revenue is illustrated in Figure 10. 
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Figure 10 - Source: (Bang & Olufsen, 2014) & own depiction 

 

The B2C segment contributes 75% of total revenue. Of this, AV products contribute about 75% to 

the B2C revenue and about 57% to the total revenue. The AV segment consists of audio and video 

products such as televisions and audio systems. B&O Play, launched in 2012, consists of portable 

AV products such as headphones and radios. B&O Play is less expensive compared to the 

traditional B&O products. The company has introduced this product category to respond to 

increased demand for standalone audio products. The B2B segments, which contribute 25% of total 

revenue, include Automotive and Icepower. Automotive focuses on development, production, and 

sale of audio systems to the high-end car industry such as Audi and Aston Martin. Icepower, the 

smallest segment with only a 3.5% contribution to the total revenue, develops, produces, and sells 

amplifier units. 

All B&O’s products target wealthier consumers due to the products’ high prices (Bang & Olufsen 

A/S, 2015). This inherently means that the customer base for B&O is relatively small. The purpose 

of launching B&O Play is to expand the customer base by including a younger segment while 

fostering synergies leading to increased sales of core-business products at a later stage. 

3.2.2 Geographic Markets 

B&O is an international company present in more than 70 countries (Bang & Olufsen, 2014). B&O 

segments its revenue into four geographic markets: Europe, North America, BRIC
1
 countries and 

the rest of the world. Figure 11 illustrates the geographic segmentation by B2C revenue. These data 

                                                 
1
 Brazil, Russia, India, and Greater China 

57%
19%

21%

3%

Business unit segmentation by revenue

Operations

Play

Automotive
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do not include third-party distribution and e-commerce sales. Neither are there available data for 

geographical revenue segmentation for B2B. 

Figure 21 - Source: (Bang & Olufsen, 2014) & own depiction 

 

The largest revenue contribution originates in Europe. As a part of the new strategy, B&O is trying 

to strengthen its position in BRIC countries, especially Greater China. Thus, B&O has initiated a 

variety of efforts such as increased marketing, increased number of stores, and establishment of 

offices in China (Bang & Olufsen, 2014). 

In China, India, and Brazil, a growing population of consumers with strong purchasing power has 

emerged (PWC, 2015). This is one of the key factors for B&O’s increased presences in BRIC 

markets. As a result of these efforts, B&O has engaged in a large joint-venture with Chinese 

Sparkle Roll (Berlingske Business, 2013) and with a large distributor in India (Bang & Olufsen, 

2012). Additionally, the large population of affluent Chinese is believed to be willing to pay high 

premiums for consumer goods such as clothes, furniture, and electronics. A strong brand is needed 

to demand a high price in these markets. Table 5 represents the historical market revenues. 
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Table 5 - Source: B&O Annual reports & own depiction 

 

3.2.3 Distribution Channels 

B&O currently sells its products through dedicated stores, including B1 shops and shops-in-shops, 

third party distributors, and e-commerce. B&O has made an effort to improve its own distribution 

channels. The improvements consist of hiring competent partners through recruitment agencies, 

reallocation of shops, and redesign of shops in order to improve customer experience (Bang & 

Olufsen, 2014). The effort has also resulted in a declining number of shops in order to focus on 

fewer but more profitable shops. B&O Play is also sold through third-party distributors and online-

sales to reach the younger customer group. 

3.3 Value Chain 

In order to understand how value is created for B&O, a value chain analysis is conducted. Michael 

Porter introduced the value chain in his 1985 book, Competitive Advantage. The model is generic 

and explains how a product gains value as it passes through different activities in the production 

process. The value chain analysis enables the understanding of relevant, firm-specific activities and 

locates weaknesses and strengths within those activities. The model consists of primary activities 

and support activities. All the primary activities and their importance for B&O are thoroughly 

described. The support activities are not described as they are considered less value-adding for 

B&O.  However, these activities are important in the sense that they prevent value destruction if 

performed correctly. 

Market revenue %  of 

total revenue
2010/11 2011/12 2012/13 2013/14

Europe 74% 73% 66% 66%

North America 5% 6% 9% 8%

BRIC 10% 11% 14% 15%

Rest of world 11% 10% 11% 11%

Total 100% 100% 100% 100%
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Figure 32 - Source: (Grant, 2013) & own depiction 

 

3.3.1 Inbound Logistics 

Inbound logistics consists of the receiving, storage, and inventory control of input material (Grant, 

2013). For B&O, the receiving is an important activity since it helps the company maintain proper 

quality control. B&O realises the importance of long-term supplier relations in order to maintain the 

high quality of its components and reliable deliveries (Bang & Olufsen, 2014). The storage of 

components is, as such, not an activity that creates high value. However, if the storage of 

components is not handled properly, it can result in defective components. Inventory management 

is important in avoiding production bottlenecks or similar events. B&O recently experienced 

production problems that resulted in a bottleneck and not being able to meet the customer demand. 

Inbound logistics are value-creative to a certain extent. Importantly, if B&O lacks control of 

inbound logistics, the company will experience a high level of value destruction and thereby loss of 

revenue. 

3.3.2 Operations 

Operations are an important and large part of B&O’s value chain. This activity deals with 

designing, developing, and producing products(Grant, 2013). All of these elements an integrated an 

important part of the company’s business model. 

3.3.2.1 Design 

Since design is a crucial part of the B&O brand, it is addressed as a main activity in the value chain. 

Given its importance, this activity is value-creative for B&O. In order to justify high prices for the 

products, they must be stylish, appealing, and reflect a high standard in terms of materials and 

functionality. B&O is historically identified as having unique competencies within design that 

differentiates or distinguishes B&O from competing companies. Historically, B&O has won many 
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awards for its products (iF Design, 2015). In 2012, B&O won a product design award for their 

music system BeoPlay A9. The award was given by iF Industrie Forum Design e.V. and is an 

internationally recognised award(iF Design, 2015). The judging criteria address quality, materials, 

ergonomics, degree of innovation, and others (iF Design, 2015). This proves that B&O has 

succeeded in designing unique products, and has been able consistently to adapt and improve its 

designs. B&O is recognized for relying on skilled and distinguished designers. The Danish designer 

Jacob Jensen, for example, designed most of B&O’s audio products from 1964 to 1991 (BeoPhile). 

The Museum of Modern Art in New York has exhibited various B&O products, most of which were 

designed by Jensen (Museum of Modern Art). 

3.3.2.2 Development 

Development plays a crucial part in B&O’s value chain. Development and design are closely 

related. They jointly contribute to B&O’s ability to charge premium prices for its products. B&O 

has a large team of developers who research and develop within the field of acoustics. This activity 

is a supporting activity for most companies. However, to emphasise its importance for B&O, it is 

considered a primary activity in this analysis. 

New technology has revolutionised the television industry over the past two decades. This has 

increased the obsolescence rate of products, thus shortening a product’s life span. B&O has not 

adapted to this changing technology when compared to larger companies. B&O’s small size 

compared to its peers is believed to be the cause of this. Furthermore, new technology has resulted 

in the lower-cost manufacture of televisions, which has been fatal for sales of B&O televisions. 

Looking at R&D costs compared to peers in Appendix 3, it is noteworthy that B&O is spending 

significantly more on R&D relative to its revenue compared to its competitors, which affects 

B&O’s profit margin negatively. 

B&O launched many new products in 2013-2014 that generally were positively accepted by 

consumers (Bang & Olufsen, 2014). Recently, the company has tried successfully to adapt to new 

technologies through joint ventures and partnerships. Product development is value-creative for 

B&O. Coupled with design, it is chiefly responsible for distinguishing B&O’s products from 

mainstream electronic products. 

3.3.2.3 Production 

The production process is also an important element in B&O’s value chain. If the production is not 

flexible and effective, it can cause value destruction (Grant, 2013). Thus, B&O can lose customers 
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if the production cannot meet the required demand. Currently, B&O has production facilities in 

Struer, Denmark, and Koprivnice, Czech Republic. The factory in Koprivnice opened in 2006 and 

handles preassembly tasks and product assembly of speakers and music systems(Bang & Olufsen 

A/S, 2015). In 2013, B&O announced that it would cease production of televisions in Struer and 

move the operation to Koprivnice to cut costs. Limited production remains in Struer because of 

some high quality requirements such as with the anodising of aluminium for B&O products 

(Beophile, 2010). Koprivnice is relatively close to Struer, compared to typical outsourcing countries 

as India and China, so the facilities can easily cooperate in product assembly. 

B&O has recently shown poor performance by its production facility. Thus, the company 

experienced bottleneck production problems in late 2014 and early 2015 (Bang & Olufsen A/S, 

2015). The bottleneck occurred in the production of Beovision Avant 55, one of most recent 

televisions. This resulted in difficulty meeting customer demand for Beovision Avant 85 and further 

delayed the launch of a new Beovision Avant model. Since the production process plays an 

important role in the value chain, it is crucial that B&O eliminate bottlenecks in production. 

Because the company has no record of prior poor production performance, the risk of this 

happening again is considered to be insignificant. 

3.3.3 Outbound Logistics 

Outbound logistics is the distribution from the production facility to the end consumer. Having the 

production facility in Central Europe enables efficient outbound logistics to other European 

countries while keeping production costs relatively low. Though it means high distribution cost 

compared to a wider distribution network, this system offers the additional benefit of efficient 

inventory management owing to the centralisation of inventory in one location (SCM & Logistik, 

2012). Outbound logistics is in itself not a value-creative activity, but if the logistics is not efficient, 

it can lead to value destruction in terms of unsatisfied costumers(Grant, 2013). Efficient inventory 

management is also avoidance of unnecessary value creation. This activity is related to the 

supporting activity procurement, which is briefly described below. 

3.3.4 Marketing and Sales 

Both marketing and sales are an important part of B&O’s value chain. Firstly, marketing efforts 

help B&O maintain a premium brand and high brand awareness. B&O’s specially trained staff 

improves customer experience. The focus on the sales process is important since the customer base 
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is small. As a part of the new corporate strategy, the marketing and sales departments moved from 

Struer to Lyngby. B&O’s argument for doing this is to have a broader global outlook and to be 

closer to customers. It also helps the company attract talented and competent staff by having a more 

attractive location close to Copenhagen. 

A key strength for B&O is its strong brand name in Europe. Its high ranking in UK’s CoolBrands 

demonstrates this. The CoolBrands are chosen by the organisation’s Expert Council and 2,500 

members of the British public. The Expert Council consists of designers and other branding experts.  

Brands do not apply or pay for consideration. B&O has placed in the top 20 brands for the last six 

years, among 1,100 well-known brands. The judging criteria include style, innovation, originality, 

authenticity, desirability, and uniqueness(CoolBrands©, 2015). 

With the launch of the new strategy, an effort to increase brand awareness in BRIC countries will 

require investment in marketing initiatives. Because B&O does not have much experience with 

these countries, the degree of possible success with them is questionable. 

3.3.5 Service 

The service B&O provides is very important because of the types of products and customers. The 

products are high-end consumables. Buyers of luxury goods expect additional service. As 

previously mentioned, B&O’s special trained staff already provides the best possible customer 

service in order to tailor customer satisfaction. This service adds value to the products and is 

expected by customers who are buying luxury. 

B&O provides at least a three-year guarantee on all products (Bang & Olufsen A/S, 2015). This is 

not considered significant, but it does increase B&O’s credibility. This is again a service customers 

expect when they are buying products of this type. 

3.4 Peers 

B&O’s competitors are companies that sell consumer electronics that fall within B&O’s product 

line. The selected peers are shown below in Figure 13 and are described below the figure. Various 

types of companies are included in the peer group analysis. Firstly, companies with high-end 

products are chosen because their characteristics are the same as B&O’s. Secondly, companies 

producing lower quality products are chosen because they compete with B&O. Some of the large 

companies, such as Panasonic and Sony, also produce many other products not related to B&O’s 
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core business, which makes them difficult to compare in absolute terms. The figure below 

illustrates if the peers sells high or low priced products, and if their products are considered to be 

low or high quality. The classification of the peers in the figure is a subjective illustration, thus 

other individual could classify the peers different.  

Figure 13 - Source: Own depiction 

 

3.4.1 Bose Corporation 

Bose is a U.S. based privately held company that develops, manufactures, and sells high-end audio 

products. The array of products includes speakers, headphones, sound systems, and amplifiers. Bose 

is known for the noise-cancelling effect of its headphones and its automotive sound systems. It sell 

its products through own shops, authorised retailers, and online (Bose Corporation, 2015). 

3.4.2 Loewe AG 

Loewe AG is a German company that develops, produces, and distributes high-end consumer 

electronics. The product range includes TVs, speakers, Blu-ray players, DVD-recorders, and multi-

room systems. The products are sold individually and as integrated home entertainment systems. 

Loewe sells its products through its own shops and selected retailers (Loewe, 2015). 
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3.4.3 Harman International Industries 

Harman International Industries is an American company that designs, manufactures, and 

distributes audio and electronic systems, amplifiers, audio and infotainment systems for the 

automotive business, and audio and electronics systems for home. The products are sold under 

various brands such as Mark Levinson and AKG. The products are distributed through selected 

retailers (Harman Industries, 2015). 

3.4.4 Rockford Corporation 

Rockford Corporation is based in the United States. It designs, manufactures, and markets mobile 

audio products, amplifiers, and speakers. The products are sold under various brands. The company 

is especially known for its amplifiers. The products are produced in Asia through third-party 

producers and sold through authorised retailers (Rockford, 2015). 

3.4.5 VOXX International Corp 

Voxx International Corp. is an American company that manufactures and distributes automotive, 

premium audio, and consumer accessories. Their product portfolio includes automotive audio, 

security, and video systems, speakers, amplifiers, and other consumer electronics. The products are 

sold under different brands and through selected retailers (Voxx International, 2015). 

3.4.6 Samsung 

Samsung is a South-Korean company that produces consumer electronics, information technology 

and mobile communications, and other electronic devices such as semiconductors. The quality of 

the products is relatively high compared to other similar large companies (Samsung, 2015). 

3.4.7 Sony Corp 

Sony Corp. of Japan manufactures various consumer electronics such as audio systems, televisions, 

game consoles, and communication devices. The company is also involved in the music industry, 

computer entertainment, and online businesses (Sony, 2015). 

3.4.8 Panasonic Corp 

Panasonic is based in Japan and develops, manufactures, and sells televisions and other consumer 

electronics, appliances, lighting fixtures and devices, digital cameras, mobile phones, and other 

products (Panasonic, 2015). 
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3.4.9 B&O in relation to peers 

The last part of the peer analysis consists of a revenue and equity comparison between B&O and its 

peers. As illustrated in Table 6, B&O is relatively small compared to its peers, both in terms of 

revenue and equity. 

Table 6 - Source: (FactSet, 2015) 

 

B&O’s revenue constitutes less than 1% of the aggregate value of the total revenue for peers and 

B&O. Only LOEWE is smaller than B&O in terms of revenue. All revenues are from the latest 

annual reports of the companies. Samsung is by far the largest company in terms of revenue, as it 

constitutes more 50% of the total revenue. It is important to state that this is not a market share, but 

only the share among the companies within this analysis. Even though Harman International does 

not constitute more than 1.36%, it is still 10 times the size of B&O. 

Looking at the total equity, B&O represents 0.13% of the total equity of the companies included. 

This number is the same as the relative revenue percentage of all included companies, which puts 

B&O’s equity-to-revenue ratio at an average level compared to its peers. 

The revenue and equity table illustrates that Samsung, Sony, and Sharp account for more than 90% 

of total revenue and equity, and are by far the largest actors. This illustration confirms the point 

made earlier in the strategic analysis that B&O finds it difficult to compete in an industry where 

other companies benefit from economies of scale. 

Revenue Equity Revenue(%  of total) Equity(%  of total)

B&O 2,864 1,604 0.13% 0.13%

Harman International 29,423 9,761 1.36% 0.82%

LOEWE 1,861 183 0.09% 0.02%

Panasonic 430,052 83,446 19.87% 6.98%

Samsung 1,100,871 941,066 50.87% 78.69%

Sharpe 162,714 10,897 7.52% 0.91%

Sony 431,824 146,609 19.95% 12.26%

VOXX 4,531 2,321 0.21% 0.19%

2,164,141 1,195,888
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3.5 Porters five forces 

In order to analyse the competition within an industry and that industry’s attractiveness, a Porter’s 

five force analysis is conducted. This gives an overview of the actual and potential competition and 

the bargaining power of buyers and suppliers. Figure 14 shows the five forces that affect the 

industry attractiveness and the profitability of the industry. 

Figure 14 - Source: (Grant, 2013) & own depiction 

 

B&O operates in various industries with consumer electronics being the largest one. Consumer 

electronics will be the focus of the analysis. The findings of the analysis will be used as guidance 

for the strategic perspective of B&O. As shown in the geographical revenue segmentation, 66% 

originates in the European market. Therefore, the analysis will focus on the European market. 

3.5.1 Rivalry among existing firms 

The industry currently comprises relatively few large players such as Samsung, Sony, and Phillips 

and many small players. Recently, the competition between existing firms has been increasing, 

leading to lower prices for consumers and lower profit margins for the firms (Datamonitor, 2010). 
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This gives the larger players the benefits of economies of scale and cost minimising and has led to 

bankruptcy for many small firms (Datamonitor, 2010). Because consumer electronics is a large 

industry, it includes several niche markets and the competition in some of those markets may be 

different from competition in the main industry. 

3.5.2 Threats of new entrants 

The threat of new entrants is mainly dependent on two variables, the entry barriers and the 

attractiveness of the industry. The entry barriers in consumer electronics are low due to lack of 

patents and possible low start-up costs. Potentially, new companies can start their business 

tomorrow, even though no one has ever heard of them. Due to technological development and the 

trend to buy most electronic equipment on the Internet, many companies launch websites before 

they open a physical store. The threat of new entrants is therefore high due to the simplicity and low 

cost of starting up. 

3.5.3 Threat of substitute products 

The threat of substitute products is hard to evaluate because consumer electronics is a very broad 

industry. The threat of substitutes for consumer electronics is therefore limited to the possibility that 

consumers may spend more money on vacations, houses, or cars than on electronic goods. 

Furthermore, some products may substitute each other within the industry. For example, a laptop 

may substitute for a television as the younger segment watch more TV on laptops or tablets than the 

older generations (Datamonitor, 2010). Technological development is the most uncertain factor for 

established companies in consumer electronics. Due to the rapid pace of technological 

development, companies cannot know whether new and smarter technologies will make their 

products obsolete. The overall threat of substitute products is considered medium, because there are 

no obvious substitutes, although the threat of evolving technology remains. 

3.5.4 Bargaining power of suppliers 

The bargaining power of suppliers is the forth element in the analysis. It expresses how much power 

the suppliers have over the retailers in bargaining situations. Given, that suppliers in the consumer 

electronics market often are very large, in terms of revenue, they possess a relatively high 

bargaining power over smaller companies. Some of the largest suppliers in the consumer electronics 

market are LG and Samsung (Marketline.com, 2014). 
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3.5.5 Bargaining power of buyers 

The bargaining power of buyers is, in many cases, illustrated by the number of companies in the 

industry. Even though some very large companies dominate the consumer electronics industry, the 

number of companies in the industry is high. Because of the high number of companies, the buyers 

have various opportunities when they demand a product from the industry. When the number of 

opportunities for the buyers is high, their bargaining power towards the companies gets higher. This 

is illustrated by price reductions across the industry in recent years. If the price is too high for the 

consumer, they will simply find a similar product at another company, or postpone the investment. 

Consumer loyalty declines as their options for investment increase. Furthermore, as mentioned 

before, there are different niche markets within consumer electronics. The companies operating 

within these markets do not face the same buyer bargaining power as companies producing, say, 

TVs. The bargaining power of buyers is estimated to be medium to high, due to the number of 

companies that supply the same products. 

3.5.6 Industry Profitability 

Industry profitability is a product of all five of the previous elements. It is the denominator of 

industry attractiveness. All elements within the analysis are evaluated to be either medium or high. 

This fact affects the profitability of the industry in a negative way. Profitability is highly affected by 

the high competition among existing companies, the low entry barriers, and the high bargaining 

power of buyers. Industry profitability is therefore estimated to be low, and it is therefore hard to 

compete with the largest companies in the industry. The exception in the industry is companies 

finding a niche market and who patent their product so the larger companies cannot replicate and 

mass produce the new technology at a lower price. Thus, as industry profitability serves as the 

denominator of industry attractiveness, it is deduced that the industry is not so attractive for new 

companies. The industry is simply too crowded and too driven by price reduction to be profitable 

for new businesses. 

3.6 SWOT 

The SWOT analysis combines all the previous findings and is used as a sub-conclusion for the 

strategic analysis. SWOT is a simple yet adequate method to determine the internal and external 

factors. Figure 15 illustrates the analysis. 
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Figure 15 - Source: (Grant, 2013) & own depiction 

 

3.6.1 Strengths 

A key strength for B&O is its strong brand name in Europe, which is proven by the high ranking in 

UK’s CoolBrands, an established expert consumer survey organisation. B&O placed in the top 20 

brands over the last six years among 1,100 well-known brands. The judging criteria are a 

combination of style, innovation, originality, authenticity, desirability, and uniqueness. 

Many years of experience in acoustics and design have given B&O pioneer status in these fields. 

B&O has a competent team of engineers that operates within this field. However, this is also 

causing high R&D costs for B&O. 
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B&O has an experienced and dedicated workforce. The company has been ranked as the 14th most 

popular workplace for IT professionals in Denmark (Ingeniøren, December 2014). 

As mentioned in the Corporate Governance section, B&O has an experienced board of directors and 

a competent CEO with successful experience with turnarounds. This is a strength for the company, 

given its difficult situation. 

3.6.2 Weaknesses 

The production at B&O is required to be lean due to high variation in product demand. This has 

proven not to be the case for some of B&O’s production. In the second quarter, B&O had 

bottleneck problems with television production due to the launch of a new television product.  

B&O has had challenges in recent technological developments (Berlingske Business, 2015). 

Television and similar devices change more frequently than in the past due to faster technological 

development. This is a big weakness for B&O since its product development has not been fast 

enough. Furthermore, the customers who buy B&O products are probably not willing to buy new 

products very frequently due to the high price of the product. 

As mentioned in the introduction, B&O has suffered from poor financial performance in recent 

years, leading to staff reduction and cost-minimising strategies. Furthermore, the poor financial 

performance has resulted in limited ability to invest in new projects. Thus, the company has to 

focus on improving its current products, markets, and activities.  

Due to the price range of B&O’s products, its customer base is relatively small. Thus, the company, 

through B&O Play, has tried to reach a younger customer segment with less expensive products and 

alternative distribution channels. This has led to confusion about primary customer segment that has 

resulted in a more diversified customer base. 

Additionally, B&O has a lot of trouble competing with larger companies because of the larger 

companies’ advantage in economies of scale. Larger companies do not experience as large a drop in 

margins as does B&O due to price reduction because they are able to lower production cost. 

3.6.3 Opportunities 

One opportunity that B&O has is to grow its customer base through B&O Play, thereby trying to 

improve brand awareness and increase sales in other product lines. This opportunity is part of the 
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second phase of “Leaner, Faster, Stronger” in which B&O’s goal is the acceleration of B&O Play 

via an increased number of product launches and expanded distribution. The company is trying by 

this means to reach a younger customer segment and increase their awareness of B&O. If the 

company succeeds in increasing its customer base with the younger segment, longer-term benefits 

may accrue from this effort. B&O could cultivate loyal customers at a younger age, resulting in a 

more diversified customer base. 

Another opportunity for B&O is an increase in growth rates in the global economy. Many banks 

and other experts forecast a better economic situation in the Euro zone in coming years. As 

mentioned in the PEST analysis, both Nordea and Danske Bank have positive expectations for the 

GDP of Denmark and the Euro zone. Thus, B&O’s performance has proven to be positive 

correlated with the European economy. Since the economic situation of the Euro zone is expected 

to improve in coming years, this external factor can help B&O reclaim the turnover they lost in the 

financial crisis. 

With the new strategy of increasing presence in the BRIC countries, B&O has opportunities to 

increase sales significantly due to increased population with stronger purchasing power. 

Through partial sale of single or multiple business units, B&O can gain capital for new investments 

that can make their business model profitable. Through a total sale to an institutional or financial 

investor, B&O can achieve more liquidity and a potentially higher capital reserve. Additionally, if a 

strategic buyer emerges, the two companies’ resources can be used more efficiently together and 

create synergies. 

3.6.4 Threats 

The global economy can be a threat for B&O. As stated in previous sections, the company has 

proven to be very sensitive to changes in the global economy. If the economic forecasts from 

Nordea and Danske Bank do not prove correct and the Euro zone growth rates remain low, B&O 

can find it very hard to improve its top line.  

Two other threats for B&O are potentially faster technological development and disloyal customers. 

As previously mentioned, technological development has been a challenge for B&O. If the 

development trend continues, the customers may tend to switch their TV and other electronic 

equipment more frequently. This could be a threat for B&O as the prices may go even lower for 
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electronic equipment and make the difference between medium quality products such as Samsung 

and high-end products such as B&O wider. Customers would then be more likely to choose 

medium quality over high. B&O is facing the challenge because they do not have the advantages of 

economies of scale that Samsung, Sony, Panasonic and other such companies have. 

B&O has higher R&D cost than larger competitors. Table 7 illustrates how much R&D compared to 

revenue has been spent on average over the last five years. The derivation of the figures is found in 

Appendix 3. The companies with which B&O is compared are Apple, Panasonic, Loewe, and 

Harman. Apple is not considered as a peer, however, their use of R&D is interesting to look at. 

Table 7 - (FactSet, 2015) 

 

3.6.5 Sub conclusion 

The last part of the SWOT analysis is a sub-conclusion of the strategic analysis, summarising the 

most important elements of the internal and external factors that B&O faces. The primary findings 

will be used widely in the forthcoming sections, including the financial analysis, the valuation, and 

the M&A analysis. 

The strategic analysis has established that B&O suffers a lot from intensive technological 

development. The company has difficulty selling its high-end TV and video products because of a 

high price relative to competitors. The technological tendencies entails that consumers are 

becoming more price sensitive, which increases the price competition in the consumer electronics 

industry. Thus, B&O experiences difficulties competing with larger competitors that benefit from 

economies of scale. Additionally, the company lately has had trouble in production due to an 

inability to adapt to the variety in demand for its high-end products. 

B&O has experienced poor financial performance, which has led to cost cutting in the form of staff 

reduction and fewer resources for product development. It has been established that that the 

consumers associate the B&O brand with quality and innovative design. The brand is valuable and 

essential for the future of the company. The company has to improve the financial performance so 

B&O 12.6%

Apple 2.6%

Panasonic 6.5%

Loewe 2.4%

Harman 0.01%

R&D % of revenue
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cost cutting and reduced resources for product development will not affect its reputation as an 

innovative and high quality brand in the market. The company’s financial performance is highly 

dependent of improvements in the global economy since it has been established that the company is 

very sensitive to changes in the global economy. The threat is increased by the fact that B&O has a 

small customer base due to the nature of its products and the markets that the company is currently 

present in. This threat can be reduced by the opportunity in the corporate strategy to expand the 

customer base in BRIC countries. As established, China has had an increase in affluent consumers 

and this consumer group is known for the willingness of paying high premiums for luxury goods. 

Furthermore, the company focus on expanding its customer base through B&O Play brand which 

targets a younger customer segment.  

B&O’s workforce is very dedicated and is considered an important asset for the company. The 

company has initiated actions to attract highly competent and dedicated employees. Thus, the 

company has, as part of the new corporate strategy, moved its marketing and sales department from 

Struer to Lyngby. 

If the company does not succeed with its strategic initiatives, it is an opportunity to divest parts of 

the company. This is investigated going forward in this thesis.  
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4 Financial analysis 

In this section, the financial aspect of the valuation will be covered. The analysis will consist of an 

assessment of B&O’s current financial situation. Furthermore, a peer analysis is conducted in order 

to evaluate B&O’s financial performance compared to peers. The peer analysis is not incorporated 

in a separate section, but included as an active part of the financial analysis. All separate elements 

begin with an assessment of B&O’s performance, followed by a peer perspective of the same 

element. The peer group is divided into high-end and medium-end peers. High-end peers cover 

Harman and Loewe whereas medium-end peers cover Panasonic, Samsung, Sharp, VOXX and 

Sony. High-end peers are considered to be more similar to B&O than medium-end peers in terms of 

product types. Due to the complexity and limited extent of this thesis, the financial analysis does 

not include separate financial analysis of each business unit. In the following chapter, including the 

forecasting, each business unit will be treated separately, to perform a valuation of all business 

units. The last part of the financial analysis contains a working capital analysis, comparing B&O’s 

working capital management to the peers. Thus, inventory control, as stated in the value chain 

analysis, is a value-creative element and it is therefore considered important to compare B&O’s 

ability to turn purchased goods into cash with that of peers. This analysis is included to develop a 

deeper understanding of the financial business model and as guidance for some of the forecasted 

elements in the next chapter. To get as credible a financial analysis as possible, the same source for 

financial data is used for the company financials. Furthermore, each individual peer and business 

unit’s financial statement are reformulated based on the same assumptions as B&O’s, and included 

in Appendix 4. The book used as inspiration for the financial analysis is Pedersen and Plenborg’s 

Financial Statement Analysis: Valuation, Credit Analysis & Executive Compensation, where theory 

and concepts are widely used. Due to differing taxation in the various countries of the peers, 

NOPAT is used to calculate the financial measures as it does not take tax into account. 

4.1 Analytical financial statements 

In order to distinguish operational and financial items in the financial statements, reformulations of 

balance sheets and income statements are conducted. The main characteristic distinguishing 

between financial and operational assets and liabilities is whether the item carries an interest or not. 

The notes in the financial statements have been widely used to gain information about the different 

items that can be either financial or operational, depending on the situation. 
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4.1.1 Accounting policies 

The consolidated statements of B&O are reported according to the standards of IFRS (International 

Financial Reporting Standards) and have been since 2005/2006(Bang & Olufsen, 2006). It should 

be noted that the consolidated financial statements of peers not necessarily are reported according to 

the standards of IFRS. However, the use of FactSet, assist in aligning the financial statements. The 

year prior to 2005/2006 is the first year of the reformulated period. The numbers are restated, which 

means that the corrections are made and this will not affect the financial analysis. Other than that, 

there have been only minor changes in accounting policies due to new or amended standards or 

interpretations. These changes will not be corrected since their size is negligible and the historical 

figures are restated. 

4.1.2 Deferred tax asset and liabilities 

Deferred tax assets and liabilities are classified as operational. Firstly, there item is not carrying any 

interest, which argues that it should be operational. Second, in many cases, the management can, to 

some extent, impact the value of this item, which is why it should be regarded as an operational 

item. 

4.1.3 Pensions 

Pensions carry interests and are not a part of B&O’s operation. Hence, this item is classified as 

financial. 

4.1.4 Investments in associates 

Investments in associates can be classified both as an operational and financial item(Petersen & 

Plenborg, 2012). The classification of this item is based on the business of the associates. B&O’s 

associated companies comprise Bang & Olufsen Medicom A/S and John Bjerrum Nielsen A/S. 

Bang & Olufsen Medicom is involved mainly in devices to the medical industry and this company 

is not directly related to B&O’s current business. John Bjerrum Nielsen is a company that offers 

industrial wet paint and surface treatment used for B&O’s products. Both companies are not 

considered as being a core part of B&O’s operations and are therefore classified as financial items. 

However, associated company payables and receivables are considered operational since they are a 

part of B&O’s daily operations. 
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4.1.5 Cash 

Cash is classified as a financial item. It could be argued that a part of this cash is directly used in 

operations to pay customers etc. However, this split between operational and excess cash is not 

done. 

4.1.6 Prepayments 

Prepayments are classified as an operational item as they are believed to be a part of B&O’s daily 

operations. 

4.1.7 Other non-current liability 

There is no information about these items in the notes. This is assumed to be related to operations. 

4.1.8 Other operating income 

This cost was recognised in fiscal year 2009/2010 and comprises a sale of properties in Switzerland. 

This item is considered as a financial item as it is not a part of B&O’s daily operation. 

4.1.9 Restructuring costs 

The restructuring costs are not considered part of B&O’s daily operations and therefore are 

considered as a financial item. 

4.2 DuPont analysis 

Figure 16 presents the DuPont Model. The model illustrates the breakdown of ROIC. A DuPont 

analysis can be expanded further to include Return on Equity. However, this expansion is not found 

relevant due to the purpose of the valuation, as it is used to find the enterprise value the company 

and its business units separately. The model can be broken down into steps. First step is to analyse 

profit margin and turnover rate for invested capital. Next, a further breakdown of the profit margin 

and invested capital turnover rate is conducted. Analysis of profit margin is carried out by looking 

at trend in revenue and various costs. Revenue is presented as index numbers, whereas costs are 

presented as a common-size analysis as percentage of revenue. Invested capital turnover is analysed 

by looking at the trend in invested capital, which is presented as index numbers. All measures 

include six years of financial data. Ratios are calculated based on aforementioned reformulated 

statements in Appendix 4. 
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Figure 46 - Source: (Petersen & Plenborg, 2012) & own depiction 

 

4.2.1 Step 1 - Return on Invested Capital 

Return on invested capital (ROIC) measures the return on capital invested in a firm’s net operating 

assets as a percentage. The ratio is comparable with returns from alternative investments with a 

similar risk profile (Petersen & Plenborg, 2012). Table 8 shows the development of ROIC before 

and after tax for the last six years. 

Table 8 - Source: (FactSet, 2015) & own depiction 

 

B&O has had negative or relatively low returns in the past years. Negative returns or returns lower 

than WACC results in value destruction(Brealey, Myers, & Allen, 2014). Comparing to peers in 

Table 9 below, B&O has performed below mean from all peers. LOEWE had a bad historical 

performance due to financial distress and was close to bankruptcy(Loewe, 2015), which influences 

the mean significant. When comparing to the medium-end segment, B&O is underperforming. 

ROIC 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

ROIC before tax -28.45% -3.11% 3.93% 7.35% -10.31% 0.12%

ROIC after tax -20.72% -2.35% 2.76% 5.08% -7.73% 0.37%
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Table 9 - Source: (FactSet, 2015) & own depiction 

 

To elaborate more on ROIC, it is appropriate to look at profit margins and invested capital. The 

profit margin expresses how many percent of each DKK of revenue are earned. The ratio also 

explains the company’s capability to control costs. Invested capital turnover expresses the 

capability of the company to turn capital invested into revenue(Petersen & Plenborg, 2012). 

Invested capital is the capital invested in the operations and requires a return (Petersen & Plenborg, 

2012). Table 10 shows that B&O’s profit margin has been negative for half of the last six years. 

Table 10 - Source: (FactSet, 2015) & own depiction 

 

Though the trend is not clear, B&O has been able to present positive profit margins for the last four 

years with exception of the last fiscal year. B&O has shown poorer performance utilising invested 

capital. The last three years the invested capital turnover rate has decreased from a historically 

stable level. Overall, the company has improved its profit margins slightly, but failed to improve 

invested capital turnover. This indicates that the company is still struggling being a profitable 

business following the financial crisis. 

Table 11 shows profit margin compared to peers. The comparison is done by using before tax 

figures (NOPAT) since the companies have different tax rates because they originate from different 

countries. 

ROIC (before tax) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

B&O -28.45% -3.11% 3.93% 7.35% -10.31% 0.12%

Harman International -6.01% 12.00% 20.92% 26.17% 18.17% 25.48%

LOEWE 22.39% -17.63% -25.61% -42.62% N/A N/A

Mean high-end 8.19% -2.81% -2.35% -8.23% 18.17% 25.48%

Panasonic 2.65% 5.91% 9.71% 1.50% 7.23% 18.00%

Samsung 17.97% 26.65% 19.44% 35.90% 40.54% 25.69%

Sharp -3.86% 3.50% 5.67% -2.59% -12.80% 12.24%

Sony 12.39% -4.92% -5.94% 0.14% -0.23% -3.23%

VOXX -4.34% 1.22% 3.21% 12.61% 8.56% 3.92%

Mean medium-end 4.96% 6.47% 6.42% 9.51% 8.66% 11.32%

Total mean 5.88% 3.82% 3.91% 4.44% 8.78% 11.73%
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ROIC breakdown 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Profit margin EBIT -16.52% -1.70% 2.09% 4.07% -6.65% 0.08%

Profit margin NOPAT -12.03% -1.29% 1.46% 2.82% -4.98% 0.24%

Invested capital turnover 1.72 1.83 1.89 1.80 1.55 1.53
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Table 11 - Source: (FactSet, 2015) & own depiction 

 

B&O has underperformed for all years compared to peers, except for the most recent year. B&O’s 

invested capital has been lower than peers, but, considering negative profit margin, this is not 

necessarily a bad thing(Petersen & Plenborg, 2012). Keeping everything else equal, a high invested 

capital turnover is desirable. However, if operations are performing poorly (i.e. negative income), it 

will have a substantial effect on ROIC.  

Table 12 - Source: (FactSet, 2015) & own depiction 

 

In contrast to B&O, the overall trend among peers has been increasing turnover rates as presented in 

Table 12. This is especially so with Harman International whose turnover rate has improved over 

the period. Among the medium end product companies, Panasonic and Sharp improved the most 

with an increase from 2.82 to 4.52 and 1.79 to 4.14 respectively. 

4.2.2 Step 2a - Profit Margin breakdown, revenue 

The profit margin breakdown consists of an assessment of the revenue and cost development for 

B&O. The first step, step 2a, focuses on the revenue and its primary drivers. Because B&O is a 

luxury brand and, as established in the strategic analysis, highly dependent on the macroeconomic 

situation, the revenue drivers have a high impact on revenue. The revenue drivers are elaborated 

later in this section. Table 13 below illustrates the segmented development in revenue. The table 

Profit margin (before tax) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

B&O -16.52% -1.70% 2.09% 4.07% -6.65% 0.08%

Harman International -2.71% 4.18% 6.08% 6.75% 5.78% 8.23%

LOEWE 3.68% -3.27% -4.61% -5.17% N/A N/A

Mean high-end 0.48% 0.46% 0.73% 0.79% 5.78% 8.23%

Panasonic 2.65% 5.91% 9.71% 1.50% 7.23% 18.00%

Samsung 7.94% 10.23% 8.62% 14.44% 16.08% 12.14%

Sharp -1.95% 1.88% 2.61% -1.53% -5.90% 3.71%

Sony -2.13% 1.46% 2.40% -0.08% 0.14% 2.19%

VOXX -1.22% 2.08% 3.01% 8.05% 7.18% 4.71%

Mean medium-end 1.06% 4.31% 5.27% 4.48% 4.95% 8.15%

Total mean 0.89% 3.21% 3.97% 3.43% 4.36% 7.00%
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Invested capital turnover 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

B&O 1.72 1.83 1.89 1.80 1.55 1.53

Harman International 2.22 2.87 3.44 3.88 3.14 3.10

LOEWE 6.09 5.40 5.56 8.25 N/A N/A

Mean high-end 4.16 4.14 4.50 6.06 3.14 3.10

Panasonic 2.82 2.30 2.77 2.70 3.36 4.52

Samsung 2.26 2.61 2.25 2.49 2.52 2.12

Sharp 1.79 1.84 2.03 1.68 2.92 4.14

Sony -5.83 -3.38 -2.48 -1.72 -1.63 -1.47

VOXX 1.79 1.78 2.00 1.91 1.64 1.45

Mean medium-end 0.57 1.03 1.31 1.41 1.76 2.15

Total mean 1.59 1.92 2.22 2.74 1.71 1.98
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indicates that the Icepower, Automotive, and Play divisions have had an increase in revenue 

compared to the basis year 2010/2011, whereas the AV revenue has dropped to index 77. 

Table 13 - Source: (FactSet, 2015) & own depiction 

 

The overall revenue has dropped to index 77 since 2010/11. This overall trend compared to the 

business units, clearly shows that the AV segment is the most challenged segment. As established in 

Chapter 2, the AV segment accounts for 57% of total revenue. Thus, the high decrease in this 

segment has a significant impact on total revenue of the group. The specific drivers impacting the 

revenue are described, and it is argued why they affect B&O’s revenue. Furthermore, the 

development of the revenue drivers is analysed, along with a comparison of the development in 

B&O’s revenue in the same period.  

The revenue development of peers is included in the working capital analysis, in section 4.3. 

4.2.2.1 Revenue drivers 

The revenue drivers of B&O contain European GDP per capita, Economic Sentiment Indicator, and 

the European household savings rate. Because B&O is a luxury brand, it is affected by the 

development of the European gross domestic product per capita. As illustrated in Figure 17 below, 

the GDP per capita has shown a stable growth of between 0.76% and 2.77% over the last four years. 

Following the financial crisis in 2008/2009, the GDP per capita dropped 6.18 and has yet to show 

growth rates over 3% since then. Before the crisis, the GDP per capita did increase by more than 

4% three years in a row. The decrease in GDP per capita, following the financial crisis is correlated 

with the poor revenue performance of B&O the last five years. The development of the GDP in 

minor regions in terms of revenue, including the BRIC countries and the U.S. is included in 

Appendix 8. 

Revenue (index) 2010/2011 2011/2012 2012/2013 2013/2014

AV 100 96 77 77

B&O Play 100 255 359 361

Automotive 100 101 121 136

ICEpower 100 116 94 111

Unallocated 100 71 21 -11

Total revenue 100 80 75 77
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Figure 57 - (Eurostat, 2015) & own depiction 

 

 

Another important revenue driver is the Economic Sentiment Indicator (ESI). The ESI illustrates 

consumer attitude towards the European economy, and consumer willingness to spend money 

instead of increasing their savings (Eurostat, 2015). The development of the ESI is illustrated in 

Figure 18 below. The ESI is affected by the current state of the economy. For example, just before 

the crisis in 2008/2009, the growth was so high that consumers expected a decrease in growth 

simply because of the current state of the economy. The ESI increased the last two years, including 

an increase of 8.26% last year. The ESI is a revenue driver for B&O because the company is highly 

dependent on consumers’ willingness to invest instead of increasing savings. The trend in the ESI 

points towards a further increase in 2015 and could potentially help B&O increase revenues. Like 

the GDP per capita, the ESI dropped in 2008 and 2009, affecting B&O’s revenue immediately. 
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Figure 18 - (Eurostat, 2015) & own depiction 

 

The last revenue driver is the household savings rate in Europe. The rate illustrates how much of 

disposable income was used for savings instead of consumption (Eurostat, 2015). This revenue 

driver can be affected by the two other revenue drivers, GDP growth and ESI. Thus, an increase in 

GDP with an unchanged ESI would most likely result in a decrease in the savings rate. This 

assumption relies on the fact that if consumers have a larger disposable income, they would use this 

for consumption, if their expectation for the future economic situation is not changed. The same 

vice-versa assumption suggests that an increase in ESI and a stable GDP will lead to a decrease in 

the household savings rate. Similar to the two first revenue drivers, household savings did have its 

largest deviation in 2008/2009. Due to the financial crisis and consumers’ decreased optimism 

towards the economy, the savings rates exploded. Consumers did not have faith in the economy and 

wanted to save money for bad times. In recent years, the household savings rate has dropped to pre-

financial-crisis levels, indicating that consumers are willing to use more of their disposable income 

for consumption. 
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Figure 69 - (Eurostat, 2015) & own depiction 

 

4.2.2 Step 2b - Profit margin breakdown, cost 

Table 14 illustrates development in production cost, marketing/distribution cost, and salaries, 

relative to revenue. The size is presented as a percentage of revenue. 

Table 14 - Source: (FactSet, 2015) & own depiction 

 

The cost development for peers is included in Appendix 5 and shows how the peers’ relative cost 

size evolved over time. Like B&O, the cost percentage of revenue has been stable throughout the 

period. It has not been found important to include any cost drivers in this section, due to the stable 

cost level that the company presents. In the forecast in section 5.1, it is argued that the aluminium 

price affect the production cost. It is not found relevant to include the aluminium price in this 

section. Instead these prices are treated separately in section 5.1.  

Table 15 illustrates the trend in production and SG&A cost, relative to revenue. The trend among 

peers is the same as B&O’s trend, stable relative to revenue. Although, the trend is considered 

stable, B&O has experienced a decrease in both production and SG&A cost. Combining production 

and SG&A cost, B&O performs slightly better than its peers. The combined percentage in 

2013/2014 was 87.86% compared to 89.30% for high-end peers and 89.47% for medium peers. 
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Cost % of revenue 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Production cost 56.42% 57.03% 58.95% 57.46% 58.73% 55.11%

Marketing/distribution cost 23.65% 16.68% 14.25% 12.64% 16.49% 17.52%

Salaries 33.02% 28.69% 28.92% 27.40% 29.80% 28.36%
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Table 15 - Source: (FactSet, 2015) & own depiction 

 

The SG&A and production cost include salaries, unlike the costs presented in Table 14 and the 

forecast. The reasoning behind this is that the costs for peers are presented including salaries. Thus, 

B&O’s costs in Table 15 are presented in the same way in order to make the figures comparable. 

However, it is notable that B&O’s has had high increase in depreciation and amortisation relative to 

net PP&E and revenue, respectively. The figures is presented in Appendix 7 and included in the 

forecast in Chapter 5. The poor profit margin is caused by the increasing trends in depreciation and 

amortisation. Especially, amortisations of development projects have been significantly increased 

from 5% to 9% relative to revenue. Thus, the impact on the profit margin is high. The increase in 

amortisation can be explained by the increasing technological development which decreases the 

value of development projects faster than expected.  

4.2.3 Step 3 - Invested capital turnover 

Table 16 shows the development in items included in the invested capital turnover. The index 

numbers show an increasing trend in operating assets and a less increasing trend in operating 

liabilities. This result is an overall increase in invested capital. 

Table 16 - Source: (FactSet, 2015) & own depiction 

 

Peers have experienced an increase in invested capital, like B&O. B&O has not increased its assets 

and liabilities in the same scale as its competitors. This results in a larger difference in size between 

B&O and its peers in terms of invested capital. 

Cost % revenue 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Production cost 56.42% 57.03% 58.95% 57.46% 58.73% 55.11%

SG&A cost 47.51% 35.79% 33.75% 30.22% 36.17% 32.75%

Production cost 68.67% 70.81% 70.09% 71.03% 71.71% 69.85%

SG&A cost 25.18% 22.87% 23.08% 21.19% 19.52% 19.45%

Production cost 69.44% 67.43% 67.81% 66.20% 67.04% 66.06%

SG&A cost 23.33% 22.75% 22.03% 23.40% 23.40% 23.41%

* HE: High-end, ME: Medium-end
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Invested capital breakdown 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Non-current operating assets 100 101 108 117 121 114

Inventories 100 95 95 112 96 112

Receivables 100 102 90 132 109 132

Operating cash 100 98 73 62 57 47

Operating liabilities 100 101 97 119 96 110

Non-current operating assets 100 115 121 148 174 170

Inventories 100 112 118 134 136 128

Receivables 100 123 120 130 144 144

Operating cash 100 122 124 107 90 103

Operating liabilities 100 117 125 145 157 162
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4.3 Working capital analysis 

This analysis is included in the thesis to show a different aspect of the financial analysis and to 

determine B&O’s ability relative to peers to turn purchased goods into cash. The analysis begins 

with a section containing revenue growth from 2009 to 2014. 

4.3.1 Revenue growth peers 

Due to the large difference in nominal turnover, it does not make sense to compare the peers in 

nominal terms. Thus, the turnover is compared on a relative year-to-year basis, as a growth 

percentage. Figure 20 illustrates that almost all of the companies experienced a drop in revenue in 

2009 following the financial crisis. B&O had the highest loss in revenue with a loss of over 30%, 

almost 10% more than the second largest drop by Harman International. Furthermore, in the 

following years, B&O has failed to recover the lost revenue, whereas many of the peers have shown 

positive tendencies in revenue growth, including Harman International, Panasonic, Samsung, and 

VOXX. 

Figure 20 - Source: (FactSet, 2015) & own depiction 

 

4.3.2 Working Capital Management 

The focus on working capital management has increased in recent years, as many experts have 

proven through studies that a reduction in working capital is one of the cheapest ways to improve 

liquidity. Furthermore, a reduction in working capital will free up liquidity, which can be reinvested 

to secure future growth (PriceWaterhouseCoopers, 2008). Additionally, improved liquidity has been 
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shown to raise the overall value of the company. In this section, B&O will be compared to peers on 

three primary key measures: term spread, operating cycle, and cash conversion cycle. All of these 

measures are a product of debtor days, creditor days and days sales in inventory. 

Figure 21 - Source: (FactSet, 2015) & own depiction 

 

The term spread is shown in figure 21 above and illustrates creditor days minus debtor days. B&O 

has improved its term spread significantly over the period, making them the best of all in 2014. 

Improvements regarding this measure are often a result of good negotiations regarding payment 

conditions. This result could mean either more days to pay creditors or that the debtors have fewer 

days to pay B&O, or both. 

Figure 22 - Source: (FactSet, 2015) & own depiction 
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Figure 22 presents the operating cycle, which is defined as inventory days plus debtor days. In this 

measure B&O does not perform as well as peers. The primary reason for the long operation cycle is 

seen in Appendix 6 where inventory days are close to 140 in 2014, and are above 120 for all years. 

This is significantly higher than peers such as Samsung, Sony, Sharp, and Panasonic. The reason 

behind this is that B&O does not have the same flow in product sales due to higher prices. The 

inventory days are B&O’s main issue in the working capital management.  

Figure 23 - Source: (FactSet, 2015) & own depiction 

 

The last ratio is the cash conversion cycle, which is defined as debtor days plus inventory days 

minus creditor days(Petersen & Plenborg, 2012). As the name indicates, the ratio shows how long it 

takes the company to turn purchased goods into liquidity in the form of cash. A smaller number 

therefore implies a greater ability to turn purchased goods into cash. In this financial measure, the 

smaller companies such as B&O, Loewe, and VOXX differ from the others. Thus, they are all 

performing inferior to the larger companies. In 2014 B&O did perform slightly better than the other 

small companies, but the company has failed to improve since 2011. Because the larger companies’ 

performance is significantly better than that of B&O, Loewe, and Voxx, they free up liquidity faster 

and are thereby better suited to reinvest and make the company grow. 

4.4 Sub-conclusion 

All financial statements have been reformulated according to the same standards which have 

increased comparability in the financial analysis. The break-down of the DuPont-model suggest that 

B&O’s low ROIC is caused by low or negative profit margins. Compared to peers, B&O has 

performed way below average. The break-down of profit margins illustrates that B&O has not been 
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able to adjust its cost to the decrease in revenue following the crisis. The decreasing trend in 

revenue is primarily caused by poor performance by the AV-segment. Increasing trends has been 

observed for B&O Play, Automotive and Icepower. The revenue is highly driven by the tendencies 

in the global economy. Thus, the development in European GDP per capital, the ESI index, and the 

European household savings has been analysed. The analysis suggests that B&O’s revenue is highly 

correlated with all three factors. 

The production cost, marketing and distribution cost, and salaries have been analysed. The analysis 

illustrates that all costs has been stable relative to revenue. However, it has been established that 

depreciation and amortisation cost has impacted the profit margin negatively.  

Invested capital turnover has been slowly decreasing over the past six years. The development is 

caused by an increase in invested capital, which is slightly larger than the decrease in revenue. 

Compared to peers, B&O’s invested capital turnover is below average.  

A working capital management analysis suggests that B&O’s CCC is generally high, which is not 

considered good. The analysis shows that the company’s size is important to optimise working 

capital management.  

The financial analysis concludes that B&O has poor financial performance. The company struggles 

to be a profitable business and is challenged in terms of top and bottom line.   
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5 Valuation 

The thesis has until this point been mainly backwards looking. The main purpose with this thesis is 

to question how B&O can create shareholder value through M&A. In order to continue with this 

analysis, the value of B&O shall first be assessed. In this chapter, the group and the business units 

are forecasted and valued as separate units. At the time of this writing, it has not been possible to 

access separate financials for the Automotive division, as it was sold to Harman/Kardon on 31 

March, 2015. The value of Automotive is therefore not handled separately in this chapter but 

assessed in chapter 6 instead. However, the value of Automotive is included in the group valuation, 

as Automotive financials are included in the consolidated financial statement. The valuations are 

carried out using Discounted Cash Flow (DCF) models and multiples as a sanity check. 

5.1 Forecasting 

In order to prepare a valuation based on cash flows, the forecast will be based on the elements in the 

cash flow statements, i.e. a future performance and operational capital bindings. The forecasting of 

future revenue and costs will be performed on the basis of the strategic and financial analysis, as 

well as relevant performance drivers. The revenue for business units has not been cleansed for 

internal revenue, due to lack of information regarding this matter. 

5.1.1 Revenue forecast 

One of the most important items to forecast is revenue. Revenue for the group is difficult to 

estimate, as it will depend on many factors. As mentioned in the financial analysis, a company like 

B&O that sells luxury goods is very sensitive towards the global economy. The key revenue drivers 

for B&O are European GDP per capita, ESI, and the European savings rate. All these are mentioned 

and described in the financial analysis. The revenue forecast will rely solely on macroeconomic 

factors, but they will have a significant impact. Table 17 shows the revenue trend for the past five 

years and the forecasted revenue. The historical development in the three macro revenue drivers is 

also included in the table. 



 
 

Copenhagen Business School  Page 60 of 169 

Table 17 - Source: (FactSet, 2015), (Eurostat, 2015) & own depiction 

 

 

The overall revenue for the group has more or less stabilised since 2008/2009, and the growth rates 

have been positive, except for 2009/2010 and 2012/2013. The strategic analysis stated that the 

European GDP would grow in the coming years, based on forecasts from Nordea & Danske Bank. 

These factors, combined with an increasing trend in the ESI and a lower savings rate, suggest a 

positive revenue growth in the coming years. Therefore, B&O’s revenue is expected to grow 3% in 

the next 5 years, followed by a terminal growth of 2%. This arises from an expected growth in 

B&O Play and Icepower revenue of 25% and 10% respectively. The expectation for the Play 

division is based on the new strategy targeting the younger segment, as described in the strategic 

analysis. Furthermore, after the introduction of B&O Play, the company has adapted its products to 

the new trend among younger people, demanding standalone speakers and headphones instead of a 

traditional AV system. The Icepower division is expected to grow its revenue 10% over the first 

two years, followed by a 5% growth in the next three. These expectations are based on a positive 

attitude towards the global economy and the latest positive increase in revenue of 14% in 

2013/2014. Overall, the growth rates in B&O are relatively stable and it is not expected that the 

company will show high growth rates in the coming years due to the strategic challenges the 

company faces. 

5.1.2 Production cost forecast 

Production cost is based on a hybrid of the historical trend and expected aluminium prices. As a 

large part of B&O’s products are made of aluminium (Beophile, 2010), aluminium prices have a 

significant impact on future cost of goods sold. Furthermore, B&O is subject to risk in this matter, 

as it has not used financial derivatives to hedge the impact of changes in the aluminium price(Bang 

& Olufsen, 2014). Table 18 presents production costs as percentages of revenue. The historical 

aluminium prices traded on London Metal Exchange (LME) and the forecasted prices also are 

included in the table. 

Revenue forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Revenue growth

Group -1.00% 3.82% 4.91% -6.44% 1.77% 3.00% 3.00% 3.00% 3.00% 3.00% 2.00%

B&O Operations 12.63% 9.81% 14.51% -5.79% 6.01% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

B&O Play N/A N/A N/A 66.68% 0.13% 25.00% 20.00% 15.00% 10.00% 5.00% 2.00%

B&O Icepower -5.99% 26.95% 20.42% -26.93% 14.32% 10.00% 10.00% 5.00% 5.00% 3.00% 2.00%

GDP (Europe) 4.12% 2.77% 1.54% 0.76% 2.63%

ESI 26.13% 0.91% -11.40% 3.34% 8.26%

Household savings -8.44% -3.35% -2.69% -1.78% -5.26%

Revenue

Group 2,790        2,762        2,867        3,008        2,814        2,864        2,950          3,038 3,129 3,223 3,320 3,386

B&O Operations 1,876        2,113        2,320        2,657        2,503        2,653        2,706          2,760 2,816 2,872 2,929 2,988

B&O Play N/A N/A N/A 199           332           332           415             499 573 631 662 675

B&O Icepower 85             80             101           122           89             102           112             124 130 136 140 143
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Table 18 - Source: (The World Bank, 2015), (FactSet, 2015) & own depiction 

 

Production cost is expected to increase relative to revenue. This is because, among other things, 

there is no indication of B&O taking any initiatives to significantly reduce production cost. 

Furthermore, B&O recently has shown poor performance in production, resulting in bottlenecks, 

which indicates a lack of ability to control production cost. Finally, aluminium prices are expected 

to increase in the coming six years, according to analysis from the World Bank Commodity (The 

World Bank, 2015). Production cost increase is reflected in both Operations and Icepower. Play’s 

production cost is expected to decrease to a level equivalent to Operations. This assumption relies 

on the fact that the company is new and has yet to maximise its production efficiency. This 

efficiency is expected to improve naturally as the employees and management grow more familiar 

with the production process. The overall level of production cost is expected to be stable, but 

affected by the changes in aluminium prices. 

5.1.3 Staff cost forecast 

Staff cost is presented in Table 19 and forecasted on the basis of expected business growth and the 

implementation of “Faster, Leaner, Stronger” Part 2, as described in the strategic analysis. 

Table 19 - Source: (FactSet, 2015) & own depiction 

 

The company recently announced layoffs as a part of the strategy (Bang & Olufsen A/S, 2015). 

Therefore, a minor decrease to 27% of revenue is expected in the coming years. Staff cost for Play 

is not expected to decrease, due to the strategic outlook, focusing on the younger segment, and 

further strengthening of B&O Play. All staff cost is expected to be stable relative to revenue in the 

next six years and the terminal period. 

Production cost forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Production cost % revenue

Group 47% 47% 50% 49% 49% 45% 47% 49% 49% 49% 49% 49%

B&O Operations 80% 77% 77% 79% 80% 79% 78% 80% 80% 80% 80% 79%

B&O Play N/A N/A N/A 90% 88% 85% 78% 80% 80% 80% 80% 79%

B&O Icepower 42% 46% 49% 50% 47% 47% 46% 48% 48% 48% 48% 48%

LME Aluminium (yearly changes) -35.00% 30.33% 10.27% -15.88% -8.59% 1.20% -0.88% 1.51% 1.49% 1.52% 1.55% 1.04%

Production cost

Group 1,313.40 1,305.30 1,428.80 1,468.80 1,388.50 1,274.50 1,384.40 1,498.61 1,542.86 1,590.13 1,638.80 1,654.27

B&O Operations 1,494.80 1,618.00 1,780.30 2,103.30 1,990.90 2,086.20 2,097.64 2,205.63 2,249.10 2,294.96 2,341.71 2,373.28

B&O Play N/A N/A N/A 179.33 292.16 281.08 322.04 398.38 458.01 504.00 529.39 536.53

B&O Icepower 35.91 36.49 49.28 61.58 42.01 48.48 51.67 59.80 62.76 65.93 67.95 68.58

Staff cost forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Staff cost % revenue

Group 33% 29% 29% 27% 30% 28% 27% 27% 27% 27% 27% 27%

B&O Operations 14% 13% 12% 10% 10% 8% 7% 7% 7% 7% 7% 7%

B&O Play N/A N/A N/A 2% 3% 5% 5% 5% 5% 5% 5% 5%

B&O Icepower 23% 20% 17% 13% 17% 18% 17% 17% 17% 17% 17% 17%

Staff cost

Group 921.1 792.4 829.1 824.1 838.6 812.1 796.4          820.3            844.9            870.3            896.4            914.3                    

B&O Operations 269 281.6 269.7 274.9 248.6 219.5 189.4          193.2            197.1            201.0            205.1            209.2                    

B&O Play N/A N/A N/A 3.7 10.2 15.3 20.8            24.9              28.7              31.5              33.1              33.8                      

B&O Icepower 19.7 16.0 16.9 15.4 15.5 18.0 19.1 21.0 22.0 23.1 23.8 24.3
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5.1.4 Selling, General, and Administration cost forecast 

Table 20 presents SG&A costs. The costs consist of different expenses such as rent and 

administration. 

Table 20 - Source: (FactSet, 2015) & own depiction 

 

SG&A costs are not expected to deviate significantly from historical levels, as this is expected to be 

mature at this state. However, Play’s SG&A cost is expected to increase in the next year as the 

company adapts and matures its business. After this increase, Play’s SG&A cost are expected to be 

stable relative to revenue. 

5.1.5 Depreciation, Amortisation, and Impairment forecast 

DA&I of tangibles and intangibles are based on historical figures and presented as percentages of 

revenue. DA&I are not expected to change significantly. The numbers are calculated based on a six 

year moving average. The nominal DA&I figures as well as an EBITDA forecast can be found in 

Appendix 7. 

Table 21 - Source: (FactSet, 2015) & own depiction 

 

B&O Play does not have any non-current assets, except for deferred tax assets, reported on the 

balance sheet. Thus, Play does not have any DA&I cost. 

5.1.6 Tax forecast 

Futures tax rates are known and set by the Danish Government. Future tax rate is expected to 

decrease to 22% in 2016/17 (Skatteministeriet, 2015). Historical and future tax rates are presented 

in Table 22. 

SG&A cost 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

SG&A cost % revenue

Group 26% 17% 14% 11% 16% 15% 16% 16% 16% 16% 16% 16%

B&O Operations 2% 2% 2% 3% 1% 4% 4% 4% 4% 4% 4% 4%

B&O Play N/A N/A N/A 7% 7% 9% 7% 7% 7% 7% 7% 7%

B&O Icepower 16% 14% 9% 8% 3% 1% 1% 1% 1% 1% 1% 1%

SG&A cost % revenue

Group 730.0 465.5 399.5 344.2 443.3 429.7 472.0 486.1 500.7 515.7 531.2 541.8

B&O Operations 46.4 45.0 49.2 67.0 35.8 109.0 111.2 113.4 115.7 118.0 120.3 122.8

B&O Play N/A N/A N/A 14.4 23.0 29.4 29.1 34.9 40.1 44.1 46.4 47.3

B&O Icepower 13.2 11.2 9.1 9.9 3.0 1.0 1.1 1.2 1.3 1.4 1.4 1.4

DA&I forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

DA&I (tangible) % of revenue

Group 22% 23% 6% 18% 22% 30% 20% 20% 19% 22% 22% 22%

B&O Operations 4% 3% 3% 2% 3% 2% 3% 3% 3% 3% 3% 3%

B&O Play N/A N/A N/A 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Icepower 1% 1% 1% 1% 2% 1% 1% 1% 1% 1% 1% 1%

DA&I (intangible) % of revenue

Group 5% 4% 4% 5% 8% 9% 5% 5% 5% 5% 5% 5%

B&O Operations 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Play N/A N/A N/A 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Icepower 4% 5% 5% 3% 15% 2% 6% 6% 6% 6% 7% 5%
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Table 22 - Source: (FactSet, 2015), (Skatteministeriet, 2015) & own depiction 

 

Even though the effective tax rates historically have not been equal to the company tax rate in 

Denmark, it has been considered the most appropriate measure for forecasting purposes. Thus, the 

tax rate is 24% in 2014/2015, 22.75% in 2015/16 and stable 22% from 2016/2017. 

5.1.7 EBIT, NOPAT, and CAPEX forecast 

Tables 23, 24, and 25 illustrate the forecasted EBIT, NOPAT, and CAPEX of B&O and its business 

units. All of these forecasts are a product of the previously forecasted revenue and cost. NOPAT 

and CAPEX are directly used in the DCF model to calculate the free cash flows. The tables 

illustrate that either the EBIT or NOPAT is negative in the forecast, but expected to be low. 

Table 23 - Source: (FactSet, 2015) & own depiction 

 

The EBIT forecast in Table 23 is expected to be at its highest in 2016/17, where it is expected to be 

14 mDKK. The reason why Icepower, Operations, and Play have a better EBIT than the group is 

that many of the costs are not allocated to the separate business units, but included only in the group 

(Bang & Olufsen, 2014). 

Table 24 - Source: (FactSet, 2015) & own depiction 

 

The NOPAT forecast is the net operating profit after tax, and is calculated by deducting the 

forecasted taxes from EBIT. This result is final cash flow generated from the operations and is 

included in the DCF model. As presented in Table 24, the NOPAT has been very unstable in the 

past, but it is expected to stabilise in the future, due to strategic initiatives that B&O launched to 

Tax forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Effective and future tax rates

Group -26.81% -33.67% -30.17% -29.65% -24.48% 24.89% 24.00% 22.75% 22.00% 22.00% 22.00% 22.00%

B&O Operations 46.47% 20.57% 22.71% 14.15% 431.46% 16.38% 24.00% 22.75% 22.00% 22.00% 22.00% 22.00%

B&O Play N/A N/A N/A 28.57% 25.00% 27.06% 24.00% 22.75% 22.00% 22.00% 22.00% 22.00%

B&O Icepower 26.16% 25.02% 34.92% 25.58% 25.35% 26.21% 24.00% 22.75% 22.00% 22.00% 22.00% 22.00%

Tax on EBIT

Group 123.49 15.79 -18.04 -36.33 45.80 0.57 19.11 2.40 3.02 1.04 0.41 4.16

B&O Operations -5.90 20.06 35.93 21.11 690.34 28.88 54.84 39.30 39.55 40.22 40.55 44.77

B&O Play N/A N/A N/A 0.49 1.66 1.80 10.46 9.18 10.24 11.22 11.74 12.74

B&O Icepower 3.02 2.84 7.10 7.83 3.54 8.20 7.86 7.46 7.53 7.83 7.87 8.63

Historical effective tax rates Estimated future tax rates

EBIT forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Group -461          -47            60             123           -187          2               80               11                 14                 5                   2                   19                         

B&O Operations -12.7         98             158           149           160           176           229             173               180               183               184               203                       

B&O Play N/A N/A N/A 2               7               7               44               40                 47                 51                 53                 58                         

B&O Icepower 12             11             20             31             14             31             33               33                 34                 36                 36                 39                         

NOPAT forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Group -584          -63            78             159           -233          2               61               8                   11                 4                   1                   15                         

B&O Operations -7              77             122           128           -530          147           174             133               140               143               144               159                       

B&O Play N/A N/A N/A 1               5               5               33               31                 36                 40                 42                 45                         

B&O Icepower 9               9               13             23             10             23             25               25                 27                 28                 28                 31                         
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reduce cost and optimise efficiency. Even though the NOPAT is not negative, it is not necessarily 

enough to satisfy shareholders who expect a return on their investment. Capital expenditures are 

presented in Table 25. The figures are calculated on the basis of changes in net PP&E and 

depreciation. The formula for calculating this is given as: 

                                 (Koller, Goedhart, & Wessels, 2010). 

An example is the 2016/2017 CAPEX for the group derived by this formula: 

                          

Table 25 - Source: (FactSet, 2015) & own depiction 

 

The depreciation used to calculate the figures in Table 25 are presented in Appendix 7. CAPEX is 

expected to be stable due to B&O’s current situation, which implies that investing in assets and 

doing large CAPEX projects will be held at a low level due to limited liquidity and willingness to 

increase debt. 

5.1.8 Changes in Net Working Capital forecast 

Net working capital (NWC) represents net current assets. Changes to this have a direct cash flow 

effect(Petersen & Plenborg, 2012). The NWC performance of B&O was evaluated in relation to 

peers in section 4.3. The results showed that B&O was not performing at the same level as most 

peers and that there is room for improvement of the NWC management. 

Table 26 - Source: (FactSet, 2015) & own depiction 

 

CAPEX forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Net PP&E % revenue

Group 22% 19% 18% 17% 17% 12% 12% 12% 12% 12% 12% 12%

B&O Operations 14% 11% 9% 9% 9% 6% 6% 6% 6% 6% 6% 6%

B&O Play N/A N/A N/A 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Icepower 6% 6% 5% 4% 4% 3% 3% 3% 3% 3% 3% 3%

Net PP&E

Group 605.5 527.1 507.8 499.5 475.9 334.3 344.33        354.66          365.30          376.26          387.55          395.30                  

B&O Operations 259.1 238.9 216.6 231.6 216.5 150.1 153.10        156.16          159.29          162.47          165.72          169.04                  

B&O Play N/A N/A N/A 0.0 0.0 0.0 0.00 0.00 0.00 0.00 0.00 0.00

B&O Icepower 4.77 4.59 4.72 4.51 3.15 3.08 3.39            3.73              3.92              4.11              4.24              4.32                      

CAPEX (delta PPE + Dep)

Group 45.30        10.70        83.60        79.60        -41.80       79.87          81.02            81.30            92.16            96.99            95.45                    

B&O Operations 50.60        40.40        77.30        52.50        -4.20         82.46          78.42            77.07            78.25            81.13            82.54                    

B&O Play N/A N/A N/A 0 0 0 0 0 0 0 0

B&O Icepower 0.79          1.26          0.88          0.46          0.74          1.63            1.82              1.74              1.85              1.90              1.72                      

Net working capital forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Net working capital 

Group 462.30 425.70 385.70 542.40 516.30 631.50 510.67 525.99 541.77 558.02 574.76 586.26

B&O Operations 565.80 521.20 575.40 830.90 1,191.30 1,685.40 1,001.43 1,021.46 1,041.88 1,062.72 1,083.98 1,105.66

B&O Play N/A N/A N/A 195.97 644.12 221.38 240.54 263.72 303.27 302.07 284.06 289.74

B&O Icepower 46.88 32.57 46.43 65.17 77.10 96.98 70.42 77.47 81.34 85.41 87.97 89.73

Changes in net working capital

Group -36.60 -40.00 156.70 -26.10 115.20 -120.83 15.32 15.78 16.25 16.74 11.50

B&O Operations -44.60 54.20 255.50 360.40 494.10 -683.97 20.03 20.43 20.84 21.25 21.68

B&O Play N/A N/A N/A N/A 448.15 -422.74 19.16 23.18 39.56 -1.21 -18.01 5.68

B&O Icepower -14.31 13.86 18.74 11.93 19.88 -26.56 7.04 3.87 4.07 2.56 1.76
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Reductions in the NWC have positive cash flow effects, whereas increases have negative cash flow 

effects. The NWC is expected to be significantly decreased in the operations division in 2014/15, 

due to several years of increases. After the first year, the NWC is expected to increase slowly over 

the period. B&O could invest in NWC management, in order to reduce the capital bindings in NWC 

and thereby increase the cash flow effects. The peer analysis in Section 4.3 illustrated that peers 

have a lower CCC than B&O and that the company could strive to improve the NWC management. 

See Table 26 for forecast of net working capital. 

5.2 Weighted Average Cost of Capital 

The weighted average cost of capital (WACC) is an expression of the return demanded by debt 

suppliers and equity holders and incorporates the value of the tax shield(Brealey, Myers, & Allen, 

2014). In the following section, each element of the WACC will be analysed and estimated in order 

to combine the results in the WACC formula. In this case, each single value is important in the 

overall results. Thus, a large variety of references are used in order to secure as high validity as 

possible. The cost of equity is derived by using the Capital Asset Pricing Model (CAPM) 

theory(Brealey, Myers, & Allen, 2014). This thesis question B&O’s equity beta estimate found 

using regression models. Thus, the equity beta estimate has a special focus in the thesis. 

5.2.1 Cost of equity (CAPM) 

In this section, the cost of equity is derived through the use of CAPM, capital asset pricing model 

(Brealey, Myers, & Allen, 2014). Each element of the CAPM will be derived in a separate section, 

with a special focus and theoretical discussion regarding the beta estimate. 

5.2.1.1 Beta estimate 

The beta value measures the systematic risk of a company and has a significant effect on WACC 

and thereby on final valuation(Brealey, Myers, & Allen, 2014). It is therefore considered important 

to estimate beta carefully in this thesis. This section will contain a variety of different beta estimates 

that combined with an assessment of B&O’s underlying risk. This will lead to an estimate of a 

forward-looking equity beta. When estimating the equity beta of an asset, deliberation is necessary 

and each choice affects the outcome(Petersen & Plenborg, 2012). In this section, regressions will be 

carried in order to estimate the level for B&O’s beta. The inputs for the regressions are first 

discussed in order to use a proper base of data. Thereafter, adjustments to the outcome of the 

regressions are carried out based on B&O’s underlying risk profile. 
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The expected return of B&O is, according to Capital Asset Pricing Model, driven by the company’s 

beta value, which is the coefficient that measures the systematic and underlying risk of the 

company(Koller, Goedhart, & Wessels, 2010). Beta is measured as relative risk of an asset and is 

therefore standardised around 1, with a typical range between 0 and 2. Estimating beta value can be 

difficult and the derived estimate should be interpreted carefully. Broadly speaking, an equity beta 

below 1 implies that the asset is less risky than average stocks for a given index and more risky than 

the average stock if beta is above 1. A common method of assessing a stocks equity beta is by 

looking at the stock price volatility relative to the stock market or an index. The common regression 

model used is known as the market model (Koller, Goedhart, & Wessels, 2010) and presented as: 

           .  

The method implies to regress stock returns (    against market returns    , where   is the 

intercept and   is the slope of the regression. The beta estimation is based on historical data and 

therefore is an empirical estimation. There are several issues that need to be addressed in order to 

estimate an accurate beta value. The first issue is which market index to choose. The theoretically 

correct index to choose would be an index that includes all assets in the world(Brealey, Myers, & 

Allen, 2014). However, this is not practically possible to measure and thus a measureable and 

diversified index has to be chosen. Most commonly used indices are S&P500 for the American 

market or OMXC for the Danish market. However, these indices only include equities, as returns on 

assets such as real estate can be relatively difficult to observe on a daily basis. Another issue is that 

using local indices can lead to bias, since these may be heavily affected by certain industries 

(Koller, Goedhart, & Wessels, 2010). NASDAQ OMXC (OMX) index and Morgan Stanley Capital 

International (MSCI) index are chosen as market indices for the conducted regressions. For OMXC 

the index including all equities is chosen. For MSCI the World index is used in regressions. It could 

be argued that OMXC is inadequate since it might be heavily affected by a few industries due to its 

relatively small size. Therefore, MSCI is also used in order to increase validity of the analysis. 

A second issue is the measurement period chosen when estimating beta, which is important. There 

is a trade-off involved when choosing a measurement period for future beta. Choosing longer 

periods instead of shorter periods result in more observations in the regression and more 

information in the analysis(Koller, Goedhart, & Wessels, 2010). However, this can neglect the fact 

that the characteristic and hence underlying risk of the firm has changed. If a company has been 
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subject to restructuring, increased leverage, new management, or similar events, it can affect the 

future company risk significantly and thus a relatively short period should be applied in these cases. 

For the purpose of finding the beta for B&O, five- and ten-year measurement periods are chosen. 

Figures 24 and 25 illustrate the rolling beta using weekly and monthly data respectively. 

Figure 24 - Source: (Thomson Reuters, 2015) & own depiction 

 

Figure 25 - Source: (Thomson Reuters, 2015) & own depiction 

 

The graphs illustrate a decreasing trend for B&O’s beta. It could be argued that a shorter 

measurement period should be chosen since the company has undergone changes that have had an 
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impact on the risk profile. During the past ten years, B&O has had two change of management and 

pursued two new corporate strategies. However, the argument for testing ten years of data is that it 

captures the information that B&O is a volatile company. Since the company is currently 

undergoing phase 2 of “Leaner, Faster, Stronger”, the future success of the company is subject to 

relatively high risk. The equity beta tends to go towards 1 for all stable companies over 

time(Petersen & Plenborg, 2012). However, B&O is not currently considered a stable company, 

which is why it is argued to expand the measurement period. Using data from 2005 also captures 

the “peak” years before the crisis and the crisis from around 2008 to mid-end 2009 after which it 

stabilises. However a worldwide financial crisis is considered as market risk. Though, it has been 

established that B&O’s business model is highly sensitive to changes in the global economy. Thus, 

the financial crisis had a higher affect on B&O’s equity beta than the average company. 

A third issue is the frequency of data, that is, the return period. Data frequency can span from as 

short as 15 minutes to yearly observations. Choosing a shorter return interval results in an increased 

number of observations in the regression. However, it depends on the assets whether this is an 

advantage or not(Koller, Goedhart, & Wessels, 2010). The reason is that equities are not constantly 

traded and that has an effect on the beta estimation due to biased data. Lack of liquidity leads to 

stable development in stock returns, resulting in low volatility based on incorrect assumptions 

(Petersen & Plenborg, 2012). This is also known as the “non-trading problem” (Damodaran, 

Estimating Risk Parameters, 2002). The illiquidity of a stock in the measurement period can reduce 

the measured correlation with the market index and consequently the estimated beta. On the other 

hand, applying short return intervals on a liquid stock can result in too high estimated beta. The 

issue can be reduced by using longer return periods with the cost of reducing observations. Another 

way of addressing the issue is to adjust the beta estimate for the bias caused by the illiquidity, i.e. a 

subjective opinion on how much the estimate should be adjusted. 
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Figure 26 - Source: (EuroInvestor) & own depiction 

 

Figure 26 illustrates B&O’s daily trading volume over a five year period. The average daily trading 

volume is 88,894 (EuroInvestor). The trading volume is significantly lower than the average daily 

trading volume for OMXC20 on 30 March 2015, which is 971.907(EuroInvestor). This indicates 

that data frequency should not be too short, i.e. hourly or daily. Weekly and monthly data are used 

for testing B&O’s beta. Daily frequencies are considered to be too frequent and will impact the 

result due to a lack of stock liquidity. Table 27 below shows the result of testing the beta for B&O’s 

stock by using the aforementioned different variables. 

Table 27 - Source: (Thomson Reuters, 2015) & own depiction 

 

The conducted beta regressions are included in Appendix 9. The range of the findings are [0.79; 

1.34], which proves that changing periods, frequency, and market index heavily affect the estimated 

beta value. 

Since this is based on historical information, the estimates are solely empirical. When conducting 

regressions to estimate beta, there is an underlying assumption that company risk is stable over 

time. This is not the case for B&O, thus, in order to estimate a forward reflecting beta, a calibration 

of the analysis based on a subjective opinion has to be carried out(Petersen & Plenborg, 2012). As 

already mentioned, the result of Leaner, Faster, Stronger has not yet been effectively showing. 

Therefore, B&O’s company risk is still relatively high. Thus, the final beta estimate is derived to be 

higher than the regression estimates. 
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The beta used to calculate B&O’s WACC is 1.4, based on the findings in section. The underlying 

operational risk for B&O is high. Thus, the company has yet to show any risk reducing effects of 

recent strategic initiatives. 

5.2.1.2 Market risk premium 

The market risk premium (MRP) is a measure of the expected return of the market subtracted from 

the risk free rate. There are many ways to estimate the MRP, but none of them can estimate the 

MRP with precision (Brealey, Myers , & Allen, 2014). Since the MRP cannot be measured with 

precision, the way to secure a high validity is to use different sources to determine the MRP. Based 

on historical estimates, the MRP varies continually between 4.5% and 5.5% (Koller, Goedhart, & 

Wessels, 2010). According to Corporate Finance Professor Aswath Damodaran from Stern 

University, the MRP is currently 5.23% (Damodaran, Stern University, 2015). Damodaran has 

specialised in calculating beta values and MRPs. After a thorough research of the subject, the 

international accounting and consulting firm KPMG recommends using a MRP of 6.25% (KPMG, 

2015). KPMG is an old consulting and accounting firm with many years of experience in valuating 

different firms. To determine the MRP used in this report, an equally weighted average of the 

Damodaran and KPMG estimate is found below:  

     
           

 
        

The weighted average is as illustrated above, 5.74%. This is slightly higher than the general 

expectations of a MRP between 4.5% and 5.5%(Koller, Goedhart, & Wessels, 2010) but considered 

reasonable considering low market rates. 

5.2.1.3 Risk free rate 

To estimate the risk free rate, the ten-year Danish Government Bond is used as an indicator of the 

risk-free level because the share and risk-free asset have the same expectations in terms of inflation. 

Figure 27 illustrates the development of the rate. As shown in the figure, bond yields are 

historically low. Ideally, bonds with same maturity as the cash flow valuated are the appropriate 

rates to use (Koller, Goedhart, & Wessels, 2010). To avoid unnecessary complexity and in the light 

of the current situation in the bond market, this method is not conducted. 
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Figure 27- Source: (Danmarks Statistik, 2015) & own depiction 

 

The current yield rate is 0.4%, which is relatively low, compared to the last six years. In light of 

this, a risk free rate of 1% is assumed in calculating cost of capital. 

5.2.2 Cost of debt 

The cost of debt represents the return demanded by the debt suppliers. The commonly used way to 

derive the cost of debt is to find the credit rating of the company and use the yields of a bond with 

the same rating as the company(Brealey, Myers, & Allen, 2014). Because B&O has no official 

credit rating at either S&P or Moody’s, this method cannot be applied in this report. Another way to 

derive the cost of debt is to analyse the market value of debt and the interest paid on debt. The 

relationship between the market value of debt and the interest paid is the historical effective cost of 

debt. In Appendix 10, B&O’s historical market value of debt is analysed and divided by the 

historical interest paid on debt. The table in the appendix shows that the cost of debt has varied 

from 4.5% to 7.2% in the last four years. The four-year average is 5.4% and represents the average 

effective annual cost of debt for the last four years. The fact that B&O currently is in a difficult 

situation implies that the cost of debt will increase in the coming years, due to a higher credit risk 

for the debt supplier. Furthermore, the current extremely low level of interest rates in Europe 

implies a lower cost of debt. It is argued that these two factors offset each other and therefore 

B&O’s future cost of debt is set to 5.4%. 

5.2.3 Capital structure 

In markets with taxes, the firm value is indeed affected by the capital structure (Miller & 

Modigliani, 1963). This is caused by the tax shield occurring, i.e. deductibility of interest paid on 

debt. Therefore, it also affects the cost of capital and is an important factor to consider. Most 

financial literature suggests that target capital structure should be applied instead of current capital 
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structure to avoid over- or underestimation (Koller, Goedhart, & Wessels, 2010). To use a constant 

WACC for valuation purposes requires an assumption that B&O rebalance its capital structure on a 

periodic basis. B&O recently announced that its Board of Directors will decide on the future capital 

structure in relation to releasing Annual Report 2014/2015 (Bang & Olufsen A/S, 2015). Since this 

information is not yet available, it has to be decided how much to adjust the current capital. In order 

to estimate B&O’s target capital structure, the current market values for equity and debt have to be 

determined. The values shall be based on market values and not book values since these reflect the 

true opportunity cost for investors or lenders, respectively (Petersen & Plenborg, 2012). If 

management chose to repay debt and repurchase shares, this must be based on market conditions, 

i.e. market values. Hence, market values of B&O’s debt and equity are estimated. 

5.2.3.1 Market value of equity 

Table 28 presents the market value of equity by multiplying shares outstanding in the capital market 

by share price at March 30. 

Table 28 - Source: (NASDAQ, 2015) & own depiction 

 

5.2.3.2 Market value of debt 

Market value of B&O’s debt is not easily observable as with equity market value. The following 

statements are made in B&O’s latest annual report regarding the measurement of mortgage loans 

and loans from banks: 

“Fixed interest loans, such as mortgage loans or bank loans, are recognised at the date of the loan at 

the received proceeds less transaction costs. In subsequent periods, the loans are measured at 

amortised cost price” (Bang & Olufsen, 2014) 

“Other financial liabilities comprise overdraft facilities etc. and are measured at amortised cost 

price, which is practically the same as the nominal value.” (Bang & Olufsen, 2014). This means that 

the debt is booked at market values at time of issuance and subsequently adjusted at amortised cost 

price, which is not market value-based. However, it could be argued that book values could be used 

as reasonable approximates for current market value (Koller, Goedhart, & Wessels, 2010). In cases 

where the company is financially distressed or the interest rate has changed since the debt was 

B&O's stock price (03/30/15) 50 DKK

Shares outstanding 43,197,478 # of shares

Market Value of Equity 2,159,873,900 DKK
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issued, the method might lead to incorrect estimates. Even though B&O is having a hard time, it is 

not in financial distress and nor has the interest changed. In this case, it is assumed that book values 

will serve as an adequate approximation of the market value. The current capital structure is 

presented in Table 29. 

Table 29 - Source: (Bang & Olufsen, 2014) & own depiction 

 

5.2.3.3 Adjustment to current capital structure 

In order for the applied capital structure to be forward-looking, information that may lead to 

changes should be highlighted. This should usually be reflected in managements financing 

philosophy. There is no recent indication of B&O’s target capital structure. However, with the 

recent turnaround strategy, it would not be expected that B&O increase debt and thereby financial 

risk. Therefore, it would be more appropriate to expect an increase in equity. Thus, target E/V of 

90% and D/V of 10% are therefore assumed in further analysis. 

  

E 2,160

D 387

V 2,547

E/V 85%

D/V 15%
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5.2.4 Calculation of WACC 

B&O’s WACC is calculated based on the previous results from this section. The formula for cost of 

equity is defined as(Brealey, Myers, & Allen, 2014): 

                              

Thus, B&O’s cost of equity is derived below: 

                          

B&O’s cost of equity is 7.65% and indicates the shareholders required return on their investment. 

To calculate B&O’s after-tax WACC the formula below is used(Brealey, Myers, & Allen, 2014):  

               
 

 
    

 

 
 

Applying the findings in this formula, B&O’s after-tax WACC is given as: 

                                         

Table 30 summarise the elements derived in this section: 

Table 30 - Source: own depiction 

 

B&O’s WACC is estimated to be 7.30% and is applied in the valuation. The WACC illustrates the 

company’s cost of capital and required return on investments (Brealey, Myers, & Allen, 2014). 

Since the WACC is an important element in the valuation, a sensitivity analysis is performed in 

Section 5.3.3 illustrating the impact of changes to the WACC. 

Equity beta 1.4

Riskfree rate 1.00%

Market risk premium 5.75%

Cost of equity 7.65%

Cost of debt 5.41%

Marginal tax rate 22.50%

Cost of debt after tax 4.19%

D/V 10%

E/V 90%

WACC 7.30%

WACC
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5.3 Valuation of B&O 

The valuation is separated into three parts. Firstly, the DCF-model is applied to value B&O and its 

business units, based on the previous forecasts in chapter 5.1. Second, a sensitivity analysis is 

conducted in order to check how sensitive the DCF value is to changes in WACC and long-term 

growth rate. Third, a valuation using multiples is conducted to perform a sanity check of the value 

derived in the DCF valuation. 

5.3.1 Discounted Cash Flow Valuation 

The DCF model is one of the most commonly used models for valuations among practitioners 

(Petersen & Plenborg, 2012). The model relies on two inputs: The Free Cash Flow (FCF) and 

WACC. The DCF rests on the assumption that cash surpluses are paid out as dividends or 

reinvested in projects with net present value of zero (Petersen & Plenborg, 2012). Valuing B&O’s 

forecasted cash flows using DCF and a period of five years is specified as: 

    
    

      
 

    
         

   
    

         
 

   
         

 

Where 

    
              

      
 

And 

                                    

The clear advantage of using DCF models for valuation is that they are based on cash flows. Using 

cash flow as a measure of value creation is reliable in the sense that it measures the income left for 

shareholders regardless of whether the cash outflow is considered an expense or turned into an asset 

on the balance sheet. However, the shortcoming of the DCF model is that the model is only as good 

as its assumptions(Petersen & Plenborg, 2012). Table 31 presents the DCF valuation of the group. 
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Table 31 - Source: (FactSet, 2015) & own depiction 

 

The model indicates an enterprise value of 2,567 mDKK and a price per share of 56 DKK as of 30 

March 2015. The market price of one B&O share was 50 DKK as of 30 March 2015(EuroInvestor). 

Thus, the DCF value implies that the share is slightly undervalued. However, this observation is not 

important for the purpose of this thesis. The main focus is on enterprise value which is applied in 

the M&A analysis. Although, the share price is not an important element in the thesis, it gives an 

indication of how much the valuation of B&O differ from the market price.  

5.3.2 Valuation of Business Units 

In order to be suited for a good M&A analysis in chapter 6, is each business unit valuated separately 

using the DCF approach. Each individual valuation can be found in appendix 11. Table 32 below 

illustrates the enterprise value of the business units, as well as the fictive trading multiple deduced 

from the value. The fictive multiples illustrates, which trading multiples the business units would be 

traded at, if they were sold at the price found trough the use of the DCF analysis. This illustration 

implies that the Icepower division, is expected to be traded at the highest multiple, and operations 

Period F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Revenue 2,950 3,038 3,129 3,223 3,320 3,386

Production cost 1,384 1,499 1,543 1,590 1,639 1,654

SG&A expense 472 486 501 516 531 542

Salaries 796 820 845 870 896 914

EBITDA 297 233 241 247 254 276

Depreciation 70 71 71 81 86 88

Amortisation 147 152 156 161 166 169

EBIT 80 11 14 5 2 19

Tax 19 2 3 1 0 4

NOPAT 61 8 11 4 1 15

+ Depreciation & amortisation 217 223 227 242 252 257

- CAPEX 80 81 81 92 97 95

+/- Changes in NWC -121 15 16 16 17 11

Free cash flow 319 134 141 138 139 165

WACC 0

PV of free cash flow 297 117 114 104 98

Sum PV of free cash flows 730

PV of terminal period 1,838

Accumulated Enterprise value 2,567

- NIBD 387

Value of equity 2,180

# of shares 39

Estimated price per share 56

DCF Valuation model Group
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with the lowest. The reasoning behind these multiples is to shown the expected potential premium if 

the company is sold off, at the DCF prices. The reason why the EV/EBITDA multiple for B&O 

Play is very high, is due to the fact, that it is a newly established company, with a low EBITDA, 

relative to revenue. The company has not yet optimized its cost efficiency. The findings in this 

section will be widely used throughout chapter 6, the M&A analysis. 

Table 32 - Source: Own depiction 

 

5.3.3 Sensitivity analysis 

The DCF valuation for B&O Group derives a valuation of DKK 56 per share. The quality of a 

valuation model is only as high as its assumptions. Two factors that generally have a heavy effect 

on valuation are long-term growth rate and WACC. In this case, the capitalised terminal value 

represents approximately 70% of accumulated enterprise value. This, of course, depends on the 

applied forecasting period, which is assumed to be fairly long for B&O, taking into consideration 

the market, products, etc.(Brealey, Myers, & Allen, 2014). It is therefore interesting to look at the 

effects of changes in long-term growth rate and WACC. Table 33 illustrates the sensitivity analysis 

with changes in these two inputs. Table 34 shows the percentage changes from base case when 

changing inputs. 

Table 33 - Source: Own depiction 

 

EV Revenue EBITDA EV/Revenue EV/EBITDA

Bang & Olufsen Operations 2,666 2,653 239 x1.01 x11.18

Bang & Olufsen Play 535 332 7 x1.61 x80.44

Icepower 600 102 35 x5.88 x17.37

5.3% 5.8% 6.3% 6.8% 7.3% 7.8% 8.3% 8.8% 9.3%

0.0% 71 64 58 53 49 45 42 39 37

0.3% 74 67 60 55 51 47 43 40 38

0.5% 77 69 63 57 52 48 45 41 39

0.8% 81 72 65 59 54 50 46 43 40

1.0% 86 76 68 61 56 51 47 44 41

1.3% 91 80 71 64 58 53 49 45 42

1.5% 96 84 74 67 60 55 50 46 43

1.8% 102 89 78 70 63 57 52 48 44

2.0% 110 94 82 73 65 59 54 49 45

Sensitivity analysis (per share)

G
ro

w
th

 r
a
te

WACC
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Table 34 - Source: Own depiction 

 

The sensitivity analysis clearly illustrates that changing assumptions will affect the valuation. In the 

most extreme case, the stock price ranges from 37 to 110 or -34% to 96% from base-case. Changes 

in growth rate have a small impact on value since the level is already low. As analysed in chapter 3, 

the competition in the market is intense and, therefore, assumed not to face high growth rates. 

Changes in WACC have a bigger impact on value. With current capital structure of approximately 

85% equity and 15% debt, it seems unrealistic for B&O to increase its equity, other than the target 

capital structure of 90% equity and 10% debt. However, a future scenario where B&O has 

performed well could result in use of debt capacity meaning a lower WACC. As it looks now, 

current assumed target capital structure seems realistic. Separate sensitivity analysis for business 

units can be found in Appendix 12. 

5.4 The relative valuation approach (sanity check) 

Multiples are a recognised valuation technique among professionals. This multiples analysis is used 

in order to support the previously conducted DCF value. The analysis shall serve as a sanity check 

for the valuation. Multiples have some advantages and disadvantages. One of the obvious 

advantages of relative valuation techniques is that they are a simple way of assessing values and 

avoid the potentially misleading precision of other valuation approaches, which can create a false 

sense of comfort (Suozzo, Cooper, Sutherland, & Deng, 2001). This, on the other hand, is also a 

disadvantage in the way that the inherent simplicity can ignore factors, such as extraordinary 

growth, that have a crucial effect on value. A pitfall of multiples is that the peer group has to be 

truly comparable in terms of economic characteristics and outlook. The accounting quality must 

also be identical, i.e. accounting policies and exclusion of non-recurring items. Multiples capture 

only a snapshot of a business at one particular point in time, and do not take into account the 

5.3% 5.8% 6.3% 6.8% 7.3% 7.8% 8.3% 8.8% 9.3%

0.0% 26% 14% 4% -5% -12% -19% -25% -30% -34%

0.3% 32% 19% 8% -2% -10% -16% -23% -28% -33%

0.5% 38% 24% 12% 2% -7% -14% -20% -26% -31%

0.8% 45% 29% 17% 6% -3% -11% -18% -24% -29%

1.0% 53% 36% 21% 10% 0% -8% -16% -22% -27%

1.3% 62% 42% 27% 14% 4% -5% -13% -20% -25%

1.5% 72% 50% 33% 19% 8% -2% -10% -17% -23%

1.8% 83% 59% 40% 25% 12% 2% -7% -15% -21%

2.0% 96% 68% 47% 30% 17% 6% -4% -12% -19%

WACC

Sensitivity analysis (%-change from base )

G
ro

w
th

 r
a

te
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varying conditions and complexities within businesses, industries, and the overall economy. The 

multiples should, in theory, yield an estimated value that is equivalent to the DCF estimated value. 

However, significant deviation may occur due to misleading peer group or underlying DCF 

assumptions that differ from the market’s expectations (Petersen & Plenborg, 2012). However, 

multiples serve well as a sanity check in this case. 

5.4.1 Peer group and multiples 

The chosen peer group comprises the companies described in chapter 3. However, Bose and 

LOEWE are not included because the market values are not observable since both companies are 

privately held. Nor is Sharp included since it is currently facing bankruptcy (The Wall Street 

Journal, 2015). Harman, Panasonic, Sony, and Voxx are all subject to United States’ General 

Accepted Accounting Policies (US GAAP)(Harman International Industries, 2014)(Panasonic, 

2015)(Sony, 2015)(Voxx International, 2015), which can result in some incomparability, however 

this matter is not further examined or adjusted for. The peers might differ from B&O in terms of 

capital structure, which affects their respective WACC and results in different financial risk. This is 

not considered to be crucial for the analysis and therefore no adjustments in this matter are made. 

The relative valuation analysis shall serve as rough estimates and thorough adjustments are not 

made. The multiples used are EV/Revenue and EV/EBITDA. Two issues need to be addressed 

using these multiple. First, it assumes that all companies have the same depreciation rate. Second, 

the multiples also assume that the peer group is subject to similar corporate tax, which is not the 

case due to a cross-country peer group. These issues are avoided by using EBITDA as the 

denominator. The reason why EBITDA is applied as denominator instead of EBIT is that B&O has 

high depreciations on intangible assets. This would lead to incorrect estimates and is therefore not 

used in multiples. An advantage of using an enterprise value multiple instead of equity multiples is 

that it is not affected by changes in capital structure. All multiples are based on historical data, 

though forward multiples are proven to be more accurate (Petersen & Plenborg, 2012). However, 

this would require a thorough analysis in order to forecast each peer. 

5.4.2 Valuation using multiples 

The figures are based on the restated income statements in Appendix 4, which include and exclude 

the same type of items in order to maximise comparability, although different accounting policies 

are not taken into consideration. Table 35 illustrates the calculated multiples. Enterprise values are 

based on latest reported net interest bearing debt and market capitalisation on 30 March, 2015. 
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Moreover, the revenue and EBITDA are also based on latest reported yearly figures. Calculations 

for enterprise values are found in Appendix 13. 

Table 35 - Source: (FactSet, 2015) & own depiction 

 

Three scenarios for each multiple are chosen, in order to stress test the Enterprise values. Table 36 

shows B&O’s enterprise values and share prices under different scenarios. The multiples in each 

scenario are based on means and medians, and adjusted to minimise the consequences of outliers. 

For EV/Revenue multiple, the base case has been adjusted to reduce the impact of VOXX’s low 

multiple. For EV/EBITDA, the base case has also been adjusted to reduce the impact of Harman’s 

high multiple. This results in base case multiples of 1.1 for EV/Revenue, and 8.0 for EV/EBITDA. 

Table 36 - Source: Own depiction 

 

The sanity check illustrates that both multiples in base case result in a share price close to 56 DKK 

as derived in the DCF model. This supports the validity of the assumption in the DCF valuation. 

Thus, the sanity check shows that the enterprise values can be considered valid. 

  

(mDKK)

Peers EV Revenue EBITDA EV/Revenue EV/EBITDA

Harman 59,669 29,423 3,148 x2.03 x18.95

Panasonic 260,316 430,052 35,521 x0.61 x7.33

Sony 246,010 431,824 46,294 x0.57 x5.31

Samsung 1,147,797 1,100,871 229,983 x1.04 x4.99

VOXX 1,767 4,531 213 x0.39 x8.29

B&O 2,892 2,864 348 x1.01 x8.32

Mean x0.93 x8.97

Median x0.61 x7.33

Scenario Multiple EV Share price

Worst x0.7 2,005 37.45

Base x1.1 3,150 63.97

Best x1.8 5,155 110.37

Scenario Multiple EV Share price

Worst x5.5 1,911 35.29

Base x8.0 2,780 55.40

Best x15.0 5,212 111.71

EV/Revenue

EV/EBITDA
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5.5 Sub conclusion 

The DCF valuation suggests a share price of 56 DKK and an enterprise value of 2,567 mDKK. 

Compared to the market price of 50 DKK per share of 30 March 2015, the valuation suggests that 

the share is undervalued. The enterprise values of the business units on a stand-alone basis are 

derived to 2,666 mDKK for B&O Operations, 535 mDKK for B&O Play, and 600 mDKK for 

Icepower. 

The WACC of B&O presented in the valuation is 7.3%. This is derived by an equity beta of 1.4, 

risk-free rate of 1%, MRP of 5.75%, cost of debt of 5.41%, marginal tax rate of 22.5%, and a 

capital structure of 10% debt and 90% equity. The estimated equity beta has been analysed 

thoroughly by using regressions and an assessment of B&O’s underlying risk. The capital structure 

applied is an adjustment of the current capital structure, in order for it to be forward looking.  

The sensitivity analysis proves that the valuation is sensitive to changes in long-term growth and 

WACC. Especially changes in WACC have a high impact on the valuation. 

The multiples analysis supports the value derived from the DCF valuation. An EV/Revenue 

multiple suggests a share price of 64 DKK whereas, an EV/EBITDA multiple suggest a share price 

of 55 DKK.   
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6 B&O in a M&A perspective 

As an extension to the valuation of B&O and its business units, this chapter presents different M&A 

strategies that B&O can pursue to increase shareholder value. Firstly, the basis for M&A is 

established, together with an evaluation of B&O’s fit with the typical rationales behind M&A 

transactions. Secondly, different M&A transactions are explained, analysed, and assessed in relation 

to B&O’s current situation. Finally, two simulations of potential M&A transactions are performed 

in order to evaluate what consequences they could have for B&O. All this is done to evaluate what 

opportunities are available to B&O to create shareholder value through M&A activities. 

As stated in the beginning of the thesis, the sale of Automotive is used as an active part in the M&A 

analysis. The construction of the sale has been an inspiration to the structure of the simulations and 

has led to the inclusion of a sum-of-the-parts (SOTP) analysis. A more in-depth discussion 

regarding this matter is included in section 6.5. In relation to the sale, B&O stated that it is trying to 

find the right acquirer for the Icepower as the company is increasing focus on core business(Bang & 

Olufsen, 2015).  

When referring to M&A, focus tends to be on diversification or expansion. However, companies 

often have to restructure their assets, which can result in downsizing operations or selling off the 

whole company(Bruner, 2004). This was the case with B&O when they sold off Automotive to 

Harman International as part of its strategy. This chapter will focus only on potential divestiture and 

redeployment of assets. The corporate strategies are shown at the bottom of Figure 4 in chapter 1 

that explained the structure of the thesis. These strategies are explained and analysed in the 

following sections. The reasoning behind the exclusion of inorganic growth is that it seems 

unrealistic for B&O due to poor financial performance examined in chapters 4 and 5. 

6.1 M&A transactions after 30 March 2015 

On 31 March, 2015, B&O announced in a public statement that it had sold Automotive to 

Harman/Kardon (Harman). Furthermore, the company announce that it had sold a stockholding of 

35% in Bang & Olufsen Medicom A/S (Medicom) to the majority owner, Maj Invest. These events 

including their consequences are described in the following section. The events has inspired to look 

at the opportunity to divest more parts of B&O and to assess if the group is more worth in parts, 

than as one unit.  
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6.1.1 Sale of Bang & Olufsen Automotive 

As mentioned, B&O announced on 31 March, 2015, that the assets of its automotive business were 

sold to Harman/Kardon (Harman), part of Harman International Industries (Bang & Olufsen A/S, 

2015). The contract states that B&O retains ownership of the related intellectual rights, which 

means that the products are sold branded as B&O products, but by Harman. The rationale behind 

the transaction, from B&O’s perspective, is focusing on consumer business and reducing 

operational complexity. Harman already owns premium brands within the automotive audio 

industry. The motive for this acquisition from Harman’s perspective is to complement existing 

brands and strengthen its position in this industry (Harman International Industries, 2015). An 

analysis of the sale is important for the M&A analysis, as is gives an indication of the shareholder 

effect that a future potential sale might have.  

The structure of the deal 

The deal included an upfront payment of 1,130 mDKK after taxes and transaction costs, including 

93.1 mDKK placed in escrow for 15 months as a provision for warranty-related claims (Bang & 

Olufsen A/S, 2015). Furthermore, B&O is guaranteed a future license payment of minimum 12.7 

mDKK a year for the next 20 years with first payment in fiscal year 2017/2018. The deal is 

structured in such a way, that B&O is entitled to receive a contingent variable license fee dependent 

on the asset’s future performance. However, if the aggregated payments from Harman exceed 3 

bDKK within 20 years, B&O is entitled to receive only a nominal marketing contribution per 

system sold. If the threshold of 3 bDKK is not reached within 20 years, Harman has to pay the 

residual between the aggregated payment and the threshold or continue on new terms until the 

threshold is reached. Either way, Harman may, after 20 years, choose to cease any payments and 

return the IP rights to B&O (Bang & Olufsen, 2015). 

6.1.1.1 Value of Bang & Olufsen Automotive 

The value of the deal is estimated by using the public information described in the previous section. 

The deal contains an upfront payment and future contingent payments. However, there are a few 

issues and assumptions that need to be addressed. Firstly, it is necessary to establish an overview of 

payments in order to estimate the value by capitalising future cash flows (Brealey, Myers, & Allen, 

2014). The upfront payment is 1,130 mDKK after tax and transaction costs with DKK 93.1 million 

placed in escrow for warranty claims in 15 months. In order to estimate how large an amount B&O 

will pay for warranty claims, it is appropriate to look at a ratio. The average claims-to-sales ratio 
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among U.S. based consumer electronics companies were slightly below 2% in 2011 (Warranty 

Week, 2012). It could be argued that the ratio is lower for high-end automotive audio due to lower 

turnover and price per unit compared to average consumer electronic products and components. 

However, a conservative assumption of 2% claims-to-sales ratio is applied, which results in a repaid 

amount of 6.1 mDKK and 5.5 mDKK for the two latest financial years. The guarantee period for 

these products is assumed to be two years. The estimated warranty claims therefore add up to 11.6 

mDKK for a two-year guarantee period. The amount expected to be received in 15 months is 

therefore 81.5 mDKK. 

The future contingent payments are hard to estimate since they are dependent on the asset’s future 

performance. However, the maximal amount B&O will receive must be the difference between the 

threshold of 3 bDKK and the upfront payment. The upfront is presented as an after-tax amount; 

hence, the threshold should also be after-tax in order to find the correct residual. The tax rate for the 

future cash flows is assumed to be 22%, according to the forecast in chapter 5. However, this tax 

rate does not take into account the joint-taxation scheme, which is difficult to estimate due to 

uncertain factors. The total contingent payment is therefore DKK 1,210 million, as calculated in 

Table 37. 

Table 37 - Source: (Bang & Olufsen, 2015) & own depiction 

 

The timing of the cash flows will be assumed as average payments over selected periods. The 

length of the periods depends of the different scenarios. If the Automotive assets perform well 

under Harman’s control, i.e. high sales volume, B&O will reach the maximum payment of 3 bDKK 

quicker, compared to inferior performance. Three scenarios are therefore assumed: 

a) Worst case: The threshold is reached in 30 years with an average yearly payment of DKK 40 million after tax. 

b) Base case: The threshold is reached in 20 year with an average yearly payment of DKK 61 million after tax. 

c) Best case: The threshold is reached in 10 years with an average yearly payment of DKK 121 million after tax. 

Total guaranteed payment before tax 3,000

Total guaranteed payment after tax 2,340

Upfront payment after tax 1,130

Contingent payments after tax 1,210

Contingent payments in Automotive sale (mDKK)
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After the threshold is reached, B&O is entitled to a marketing contribution for each product sold. 

These cash flows are not taken into consideration for three reasons. Firstly, there is no information 

with regard to how much B&O will receive per unit. An estimate would require more specified 

information, which is not possible, and a guesstimate may lead to incorrect results. Secondly, the 

value is related to a lot of uncertainty, as Harman can ease the payments and return the assets to 

B&O. Thirdly, the timing of the cash flows is in best case ten years ahead and it is therefore 

believed that these will not have a significant effect on the overall value of this deal due to the 

length. 

The discount rate applied must be a project-specific discount rate, and not B&O’s WACC, as the 

cash flows have to be capitalised with a discount rate that reflects the underlying risk of the deal 

(Brealey, Myers, & Allen, 2014). In order to assume a proper discount rate, it is appropriate to 

compare the underlying risk of the project to B&O’s underlying risk and adjust it relative to this. 

The risks associated with this project, from B&O’s perspective, are the timing of the payments and 

the risk of Harman going bankrupt and therefore not being able to honour its agreement. There is a 

risk of the assets underperforming and thereby paying low cash flows to B&O per year. The risk of 

this is presumably low for two reasons. Harman is already present in the automotive industry and, 

therefore, has the expertise and experience to make a realistic assessment of the future performance 

of the assets. Based on this, it could be argued that Harman would not engage in a deal with high 

risk of failure in order to gain market power. Automotive currently has stable and steady cash flows 

with a solid customer group of high-end car manufactures (Bang & Olufsen, 2014). This argues that 

the risk of poor performance is low. The risk of Harman going bankrupt in the near future is 

arguably low. Harman has been performing well in terms of ROIC, according to peer analysis in 

chapter 4.1.1. Furthermore, Harman has a quick ratio of 1.1(Harman International Industries, 2014), 

which can be interpreted as Harman having enough liquidity to repay its debt within one year. 

Based on this, the discount rate of the project is assumed to be 5%, which is 2.7% lower than 

B&O’s WACC. 

Since the projected scenarios have known, stable cash flows, the present value can be presented in 

one formula including an annuity formula. The present value of a finite annuity with first payment 

in ultimo year 0 for T years is: 
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It is possible to construct a formula for the present value of the cash flows from the deal. The value 

of the sale of Automotive given the aforementioned information and assumptions: 

                    
                                

      
  
   

    
 
 
 
 

 
          

      
 

The first part is basically the upfront payment, paid out at t=0 and is therefore not capitalised. The 

next part is the provisions after guarantee claims, which is paid out in 15 months and should 

therefore be capitalised so. The last part is the yearly average payments times an annuity factor, 

which both depend on the different assumed scenarios. The value of Automotive, given the 

different scenarios is illustrated in the formulas below. 

                       
    

        
   

      
 

              
 

     
            

                      
    

        
   

      
 

              
 

     
            

                      
    

        
    

      
 

              
 

     
            

 

An appendix, Appendix 14, has been included to illustrate the derivation of the formula and the 

cash flows. 

The values of the deal in the three different scenarios are presented in Table 38. 

Table 38 - Source: Own depiction 

 

The valuation of this deal is high relative to the DCF value calculated in chapter 5. There can be 

various reasons for this. Firstly, the deal can simply be a very favourable deal for B&O. Harman 

has in latest years performed well and has the necessary capital requirements and size to pursue an 

inorganic growth strategy as described in chapter 3.  

1,654

1,755

1,823

Worst case

Base case

Best case

Present value of Automotive sale (mDKK)
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6.1.2 Sale of Minority interest in Medicom 

In the same company announcement of 31 March, 2015, when B&O announced the divestiture of 

Automotive, it was also announced that the shares in Bang & Olufsen Medicom A/S (Medicom) 

were sold to Maj Invest, a Danish private equity fund. Medicom was founded in 1989 as a 

technological venture in B&O. It later became an independent company as a part of B&O Group. 

Medicom is specialised in drug delivery devices within injection, inhalation, and connectivity and 

services pharmaceutical companies worldwide. The company is known for development of a digital 

stethoscope using Icepower technology, for which they won an innovation award(Bang & Olufsen, 

2014). In 2007, the company divested 65% of its shares to Maj Invest and Medicom’s executives, 

leaving B&O with a minority stake of shares of 35% (Bang & Olufsen Medicom A/S). The 

remaining chunk of shares was sold to Maj Invest in order to increase focus on the AV segment. 

The transaction expects to affect cash flows with an increase of 16 mDKK (Bang & Olufsen A/S, 

2015). 

6.2 Value creation through M&A 

When a company engages in M&A, it is naturally on the basis of creating value for shareholders, 

regardless of the strategy the company is pursuing. A common discussion in the academic as well as 

in the professional environment is whether M&A transactions create value or not. 

Gregor Andrade et al. (Andrade, Mitchell, & Stafford, 2001) state that the average three-day 

abnormal return for 3,688 completed transactions is fairly similar across three decades. The study 

covered the years 1973 to 1998 and shows the returns for the acquiring company, the acquired 

company, and the combination of both companies. Table 39, present an overview of the findings in 

the study. 

Table 39 - Source: (Andrade, Mitchell, & Stafford, 2001) & own depiction 

 

1973-1979 1980-1989 1990-1998 1973-1998

Combined

[-1,+1] 1.50% 2.60% * 1.40% * 1.8% *

[-20, Close] 0.10% 3.20% 1.60% 1.9%

Acquired

[-1,+1] 16% * 16% * 15.90% * 16.0% *

[-20, Close] 24.80% * 23.90% * 23.30% * 23.8% *

Acquirer

[-1,+1] -0.30% -0.40% -1% -0.7%

[-20, Close] -4.50% -3.10% -3.90% -3.8%

* Statistical significane at the 5 pecent level
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The study shows that M&A does create value for shareholders, since the combined transaction has a 

positive abnormal return. The abnormal return for acquired companies is 16%, which increases to 

almost 24% in longer terms. On the other hand, the acquirer’s return is slightly negative for both 

intervals. There are at least two reasons for the skewed return allocation (Brealey, Myers, & Allen, 

2014). Firstly, the acquirer is usually significantly larger than the acquired. The net benefits of the 

acquisition will therefore not show on the acquirer’s share price due to size difference. Secondly, 

the competition among competing bidders can increase the takeover premium. This is significant in 

a hostile takeover, which is rare(DePamphilis D. , 2012). Management may also complicate the 

takeover by setting up a takeover defence such as poison pills or golden parachutes (Brealey, 

Myers, & Allen, 2014).  

Empirical studies show that M&A activity tends to happen in waves(Koller, Goedhart, & Wessels, 

2010). It seems that several factors drive the volume of M&A activity. Empirically, the number of 

acquisitions tends to increase when the stock prices increase as managers become more optimistic. 

This is also known as the hubris hypothesis of takeovers (Roll, 1986). Another factor that affects 

M&A activity is interest rates. Low interest rates have been shown to stimulate acquisitions, 

especially acquisitions made by private equity firms(Koller, Goedhart, & Wessels, 2010). With an 

increase in the number of deals in the Danish capital market, it suggests that we are currently in a 

wave. This is also the case for most of the other European countries and the United States as well. 

One of the most important incentives to engage in divestiture is if a company belief that it is not the 

best owner of an asset it owns. This particular argument is included in the following section, 

assessing B&O’s opportunities to further increasing shareholder value. The SOTP analysis in 

section 6.5 explains the different rationales behind selling a company part for part. 

When looking at divestiture, the most crucial aspect to look at is who is best suited to own the asset. 

The current owner of a company is not necessarily the best owner, even though the company is 

performing well. Who makes the best owner of a company is determined by several factors. Below 

is a non-exhaustive list of traits that makes a company better suited for ownership(Koller, Goedhart, 

& Wessels, 2010): 

1. Excess resources 

2. Synergies between companies 

3. Unique or distinctive skills 

4. Better governance 
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The first trait is the argument, that the current owners might not have the resources to execute a 

strategy or launch a new product. Selling to a company that has the capacity is a possibility, 

depending on the circumstances. Secondly, a business might have unique links with other 

businesses within the same company, which creates synergies (DePamphilis D. , 2012). Thirdly, a 

company may have unique or distinctive skills that make it more competitive within an industry and 

thereby better suited to own a specific company. Fourthly, better governance is simply more value-

creative than poor governance. What is meant by good governance is how the board adds value to 

the company without interfering in day-to-day issues, and through interacting with the management 

team. The bottom line is that the current owner of a company may not be the best owner. The 

company therefore may be worth more under other owners. 

Basically, value in divestitures is created when the asset is worth more with the buyer than the 

seller. Empirical studies show that divestiture does create value. 

6.3 Synergies 

The most common key driver for a merger is synergies. Synergies are the potential benefits 

achieved when assets are combined. There are two types of synergies, operational and financial. 

The most significant synergies are usually the operational ones (DePamphilis D. , 2012). It is 

interesting to investigate the synergies between the companies within the B&O group in order to 

determine the effect on values when B&O is considered one company or as several companies.  

A common synergy effect is economies of scale. Economies of scale arise when cost per output 

decrease as output increases. In the production, fixed cost per unit decrease as the number of units 

produced increases, which is one of the most important effects of economies of scale. Furthermore, 

operational efficiency may also lead to lower cost per unit. Economies of scale may also lead to 

lower purchasing cost due to potential increase in bargaining power. Economies of scale can also 

lead to a financial synergy in terms of lower cost of capital since the new entity might be able to 

loan at a lower interest. 

Another synergy effect, economies of scope, is a result that two diversified companies can achieve. 

The effect is a decrease in the average production cost as the number of different products 

increases. This can also lead to higher profit margins through cross-selling or simply increase 

revenue since customers can choose from a broader product line (DePamphilis D. , 2012). 



 
 

Copenhagen Business School  Page 90 of 169 

In addition, diversification is considered as a synergy. Diversification leads to lower cost of capital 

and reduced idiosyncratic risk (Bruner, 2004). 

 6.3.1 Synergies between B&O’s business units 

In relation to B&O, it is interesting to look at synergies between the separate business units. It is not 

easy to measure synergies, especially the operational synergies. Thus, is synergy estimates often 

very biased by the author. 

As all B&O products are within same category, i.e. electronics, and therefore sharing the same cost 

base, they will, to some extent, benefit from synergies. This is especially the case with cost 

allocated to production equipment and cost to facilities of storing and anodising aluminium, which 

are used in the production of AV and B&O Play products (Bang & Olufsen A/S, 2015) . 

Furthermore, the business units also benefit from lower costs in terms of audio development 

expertise shared among AV, Play, and Automotive. Furthermore it can be argued that the company 

is subject to increased sales due to increased brand awareness for having different product 

categories. A good example of this is B&O Play, which is targeting a younger consumer group with 

lower prices. By targeting a younger customer segment, the brand awareness increases and the 

products from other business units might attract new customers. This is also mentioned in chapter 3 

as a part of B&O’s strategy. However, the real value of this synergy is uncertain. 

Another synergy to address is that the R&D carried out in Icepower is used by both AV and 

Automotive. Because Icepower is an independent company with its own customers, it also serves as 

an in-house raw material supplier for products in AV and Automotive. This is especially crucial for 

B&O whose R&D costs are high compared to their size. Therefore, using this technology 

throughout the organisation is important and synergies are therefore high in this matter. Splitting up 

the company, without any license agreements or similar conditions, can result in value destruction 

in terms of future development of products. 

It is plausible that B&O has synergies for procurement, as the business unit’s share many of the 

same resources and commodities they spend. However, aluminium, which is considered a huge part 

of their production cost, is priced on the commodity market and it is therefore doubtful if they could 

expect any significant discounts. 
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6.4 Value creation through restructuring and divestment 

In the case of B&O, it does not appear that acquisitions are a possible strategy to pursue. The main 

reason for this is its size. Its competitors are mainly larger in terms of size. Therefore, it is difficult 

to acquire competitors with absence of sufficient capital. Several of B&O’s competitors have excess 

resources. What makes B&O distinctive is its expertise within audio. 

When B&O announced that it sold Automotive to Harman International Industries, the stock price 

rose significantly. Automotive was sold for DKK 1.17 billion and a 20-year license agreement. 

Looking at B&O’s stock performance in relation to the divestiture of Automotive, it is noticeable 

that the stock price rose around 33% just after the announcement, which is graphed in Figure 28. 

Figure 28 - Source: (Yahoo Finance, 2015) & own depiction 

 

B&O’s rationale for selling Automotive was to focus at core business and release cash in order to 

strengthen capital structure (Bang & Olufsen, 2015). This relates to the current strategy “Leaner, 

Faster, Stronger” as described in Chapter 2. The increase in share price following the announcement 

clearly indicates that B&O sold Automotive with a premium, not expected by the market. 

6.5 Sum-of-the-parts valuation 

In this section, a sum-of-the-parts (SOTP) valuation is conducted in order to investigate whether 

B&O is worth more in separate parts than as a group. The SOTP valuation is carried out in two 

different steps. The first step is a multiple analysis using EV/EBITDA and EV/revenue multiples to 

calculate each business unit’s equity value. Each multiple is illustrated in three different scenarios 
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as in the multiples valuation in chapter 5.4.1. The second step relies on the DCF value of each 

business unit found in chapter five. With reference to chapter 6.1, the value of Automotive is 1,696 

mDKK in the worst case, 1,862 mDKK in the base case, and 2,112 mDKK in the best case. 

The main purpose of this analysis is to show the premium or discount of using a SOTP valuation, 

compared to the market share price of 58 DKK on 1 June, 2015(Bloomberg L.P., 2015). The date of 

this price should be noted in order to reflect the positive implications of the sale of Automotive and, 

furthermore, not be affected by new financial statements. Thus, an overestimated premium due to a 

low share price is avoided. The last interim report before this date was the third quarter report 

announced on 16 April, 2015, and the share price should therefore have had enough time to stabilise 

following this announcement(Bang & Olufsen A/S, 2015). 

The reason why the analysis is split into two steps, the multiple part and DCF part, is to strengthen 

the overall conclusion by using two valuation techniques. As mentioned earlier in the thesis, the 

valuation date in chapter five is 30 March, 2015. This date does not reflect the date used in this 

analysis, 1 June, 2015, but because the valuation does not reflect the share value seen from a 

portfolio-investors perspective, the DCF enterprise values are still useful. The enterprise values 

from chapter 5 are therefore considered to have a high validity, even though the dates are different. 

The multiples applied in the analysis are the same as the ones applied in chapter 5. Studies 

regarding multiples for valuation purposes have proven that the EV/revenue multiple is most 

appropriate for early-state companies, whereas the EV/EBITDA multiple is preferable for mature 

and well-established companies. The reasoning behind this is that early state companies often have 

a low EBITDA margin, because the company has yet to establish an optimal cost structure (Koller, 

Goedhart, & Wessels, 2010). Thus, this analysis used both multiples independently to further 

strengthen the validity of the overall result.  

Appendix 13 illustrates the multiples from peers and the calculations. The worst-case multiples are 

a subjective interpretation of the multiples by the peers, based on common sense. The base-case 

multiples are a simple average of the peer multiples and illustrate the most likely scenario. The best 

case is, like the worst case, a subjective interpretation of the peer multiples. As illustrated in the 

table, Harman is the company with by far the highest trading multiples. The company is traded at an 

EV/revenue multiple of 2.27 and an EV/EBITDA multiple of 21.18, both multiples are beyond the 

best scenario in this analysis. 
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Table 40 - Source: (FactSet, 2015) & own depiction 

 

The historical data in Table 40 are based only on numbers from the latest annual report from B&O. 

The historical revenue and EBITDA values could be an average of the last three years, but since the 

development in these numbers has been relatively flat, it may complicate the analysis more than it 

benefits it. The enterprise values in the third block are a product of historical numbers multiplied 

with the respective multiple. As expected due to the scale of revenue, Bang & Olufsen Operations is 

the business unit with the highest enterprise value in all cases. An interesting observation in the 

enterprise values is that B&O Play is worth significantly more using the EV/revenue multiple than 

the EV/EBITDA multiple. This fact supports the theoretical beliefs that EV/revenue is a more 

appropriate multiple for early state companies such as B&O Play. The opposite tendency is 

displayed in the numbers from the Icepower division. In this case, the EV/EBITDA multiple is the 

one with the highest enterprise value. Thus, the Icepower division as stated in the strategic analysis, 

does not use a lot of material resources, but does use far more resources for product development. 

The variation in the enterprise values supports the use of more than one multiple to improve the 

validity of the analysis. 

Table 41 illustrates the premium or discount that the group share is traded at according to the SOTP 

analysis. The basis of this table is the EV/revenue multiple and the calculated value of Automotive 

from section 6.1.1.1. The result implies that B&O is worth more as a sum of all its parts, than the 

group is worth at the stock market in all cases. 

Table 41 - Source: Own depiction 

 

Business unit Valuation method Historical Worst case Base case Best case Worst case Base case Best case

2013/2014 Revenue 2653 x0.70 x1.10 x1.50 1,857 2,919 3,980

2013/2014 EBITDA 239 x5.50 x8.12 x15.00 1,312 1,936 3,577

2013/2014 Revenue 332 x0.70 x1.10 x1.50 233 366 499

2013/2014 EBITDA 7 x5.50 x8.12 x15.00 37 54 100

2013/2014 Revenue 102 x0.70 x1.10 x1.50 71 112 153

2013/2014 EBITDA 35 x5.50 x8.12 x15.00 190 281 519

Automotive 2013/2014 Revenue 546 x3.03 x3.22 x3.34 1,654 1,755 1,823

Icepower

Multiples

Operations

Play

Enterprise Values

Worst case Base case Best case

Total firm value 3,816 5,152 6,455

Less net debt 387 387 387

Total equity value 3,429 4,765 6,068

# shares 43 43 43

SOTP equity value 79.37 110.30 140.46

Current share price 58.00 58.00 58.00

Premium/discount 37% 90% 142%

E
V

/R
e
v

e
n

u
e



 
 

Copenhagen Business School  Page 94 of 169 

Table 42, below, illustrates the results of the SOTP analysis by using the EV/EBITDA multiples. 

Even though these multiples imply a larger premium than the EV/revenue multiple, the conclusion 

is still that the company is worth more, part for part, than it is valued in the stock market. A possible 

reason why this discount is so significant is that the portfolio investors do not value the Automotive 

sale as high as in this thesis. Thus, even though this may be the case, the results still point towards a 

higher SOTP value than the market value of the group. 

Table 42 - Source: Own depiction 

 

The third SOTP valuation in Table 43 is unlike the first two calculations based on the DCF 

valuation in chapter five. In chapter five, each individual value of the business units was derived 

through a DCF valuation method. The findings are based on the strategic analysis in Chapter 3 and 

the financial analysis in Chapter 4. The results of the separate DCF valuations have a high degree of 

validity because B&O provides separate annual reports for each business unit. Compared to the 

multiple analysis above, the DCF approach values Bang & Olufsen Operations significantly lower. 

The low value from the DCF approach is rooted in the findings from the strategic analysis. The 

analysis proved that the Operations division is driven by extremely fast technological development. 

This has led to a very challenging environment for Operations because of the high prices that its 

products are traded at. Furthermore, unlike operations, the Icepower division is valued higher by the 

DCF valuation method than the multiples approach. Table 43 displays the results of the SOTP 

analysis based on the DCF. The table shows a premium of 50% to the current share price. 

Additionally, the value of Automotive is higher than B&O’s biggest business unit (in terms of 

revenue), Operations. This suggests that the business unit was sold at a high premium to Harman 

Industries. 

Worst case Base case Best case

Total firm value 3,193 4,026 6,019

Less net debt 387 387 387

Total equity value 2,806 3,639 5,632

# shares 43 43 43

SOTP equity value 64.95 84.24 130.38

Current share price 58 58 58

Premium/discount 12% 45% 125%
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Table 43 - Source: Own depiction 

 

6.5.1 Conclusion on SOTP analysis 

As illustrated in Table 41, Table 42, and Table 43, there is a share premium above zero in all cases. 

This observation is, of course, not a perfect picture of the real situation, but it does imply that B&O 

is likely to be worth more in parts than as a group. This is contingent on the hypothesis that each 

business unit can be sold separately and does not lose significant value when delimited from the 

group. The value of the Automotive sale has a major impact on the SOTP value and is furthermore 

an indication of opportunities that B&O has. 

6.5.2 Conglomerate discount 

Regardless of the scenarios simulated, the analysis suggests that the SOTP value is significantly 

higher than the group value. The reason for this could be a conglomerate discount. A conglomerate 

discount is present when the diversification effect of conglomerates destroys value. B&O is not 

considered as a conglomerate. However, it is diversified to some extent by operating in both B2B 

and B2C markets. 

Value destruction caused by diversification has been an active debate in Corporate Finance with a 

vast amount of research. Early academic studies by Lang and Stulz (1994) and Berger and Ofek 

(1995) have reported the existence of the conglomerate discount and suggest a value loss of 13% to 

15% during 1986-1991(Berger & Ofek, 1995). The study also showed that the value loss is less 

when business units share two of the same digits in the Standard Industrial Classification (SIC 

code). The SIC code is a four-digit international standard code used as industry classifications for 

companies (SIC, 2015). As the number of digits increase, the industry becomes more specific. The 

study was conducted by valuing diversified business and single-segment businesses using different 

multiples. The result was statistically significant and has been replicated in similar studies with the 

Business unit Valuation method Value of equity

Operations DCF 1,077

Play DCF 330

Icepower DCF 600

Automotive Public information 1,755

Total firm value 3,763

# shares 43

SOTP equity value 87.11

Current share price 58

Premium/discount 50%
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same conclusion that diversification is destroying value, and conglomerates are traded at a discount. 

However, the studies have been criticised. Firstly, the definition of unrelated companies might be 

too narrow, which could lead to a fallacy. Two companies classified as unrelated firms might be 

operating in the same four-digit SIC code group. An acquisition should therefore not necessarily be 

classified as diversification. Secondly, it is argued that comparing conglomerates with single-

segment businesses is incorrect as the companies have different risk profiles and growth prospects. 

A recent study suggests that the evidence of conglomerate discount is statistically insignificant 

(Villalonga, 2004). The study finds that previous studies have not taken endogeneity into account. 

When this is taken into account, the findings are inconclusive as evidence for conglomerate value 

destruction. 

A more recent study suggests that the conglomerate discount actually can be explained despite 

endogeneity due to two factors (Ammann, Hoechle, & Schmid, 2012). The first factors are that the 

risk reduction caused by diversification leads to increased debt value. Using book values of debt, 

results in an underestimation of the firms’ enterprise values in diversified companies. This study 

also showed that conglomerates with much debt were traded at a higher discount than those with 

less debt. Secondly, the study tests if discounts are statistically significant when taking endogeneity 

into account, which it does. The research for conglomerate discount is inconclusive. So, the 

question of whether B&O should be refocusing its business remains unanswered. 

The discussion of the conglomerate discount is relevant in B&O’s case in relation to the current 

strategy they are pursuing. As mentioned earlier, B&O is focusing its business on consumer 

products in order to increase the value of the firm and optimise capital structure. Assuming B&O is 

traded at a conglomerate discount and it could sell all of the business units at prices derived from 

the SOTP analysis, this would, indeed, create much value for shareholders.  
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6.6 M&A Possibilities 

This section contains an overview of the different M&A possibilities that B&O can choose in its 

effort to maximise shareholder value. The section is divided into two different elements, partial and 

total sale. As previously stated, the M&A focus in this report are on financial restructuring and not 

on acquisitions. The possibilities are structured in a way that the differences between them are clear. 

That structure creates a framework in which each possibility can be described. This approach is 

taken in order to combine this section with the previous sections. This hybrid is the cornerstone of 

the sub conclusion whose purpose is to identify the four most viable M&A possibilities. 

6.6.1 Partial sale 

A partial sale is the definition of a financial restructuring of the company’s assets that do not result 

in a complete sale of a business unit or subsidiary. In a partial sale, the parent company retains 

shareholders in the entity or subsidiary. Partial sales are often used in cases where the company 

cannot get the amount it wants for a certain business unit or subsidiary (DePamphilis D. , 2012). 

Thus, the company can create shareholder value by partial sales. Not all partial sales include giving 

up control, but in some cases it can be required by the buyer. 

6.6.1.1 Inbound JV 

An inbound joint venture allows a firm to create a strategic alliance through a business unit or 

subsidiary that the company owns. In such a transaction, the company that owns the subsidiary or 

business unit sells part of it to another company and creates a joint venture. The new joint venture is 

separated from the group and governed by a new and independent management and board of 

directors. This type of transaction is often used in cases where a company wants to redeploy its 

assets but does not want to sell off the business unit or subsidiary completely. In other cases, the 

lack of potential buyers may motivate the company to enter into a joint venture instead 

(DePamphilis D. , 2011). 

6.6.1.2 Sale of minority interest 

The sale of a minority interest in the company is a typical way to raise a smaller amount of money 

to make an investment or to repay debt. Sale of a minority interest may be structured in various 

ways depending on the number of shares that the minority investor buys and the selling firm’s 

circumstances. Since minority investors do not buy control of the company, because they buy only a 

minority amount of shares, the price the investor pays is often not higher than the regular share 
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price. A typical tendency is that several minority investors agree to form alliances and thereby 

establish a joint control or at least a larger bloc of votes at the general meetings (DePamphilis D. , 

2012). B&O has, as mentioned earlier in this thesis, three larger minority investors, 

Arbejdsmarkedet Tillægspension, Delta Lloyd Asset Management N.V, and Sparkle Roll Holding 

Limited (Bisnode, 2015). 

6.6.1.3 Strategic Alliance 

A strategic alliance differs from the rest of the M&A transactions in that it most often does not 

involve creating a separate legal entity. Thus, for example, a strategic alliance may be an agreement 

to sell the other part’s product, to co-develop a product, or process or to co-create a new 

technology. The agreement relies on a legal contract that is binding for the companies (DePamphilis 

D. , 2011). 

6.6.1.4 Spin-off 

One way to separate a division or subsidiary from the parent company is by a spin-off. In this 

transaction, a new legal subsidiary is created by the parent company. The shares in the new legal 

subsidiary are distributed to the current shareholders as a stock dividend in an amount equivalent to 

the shareholders’ proportions of shares in the parent company. Furthermore, the new entity is now 

independent from the parent company and has its own management (DePamphilis D. , 2012). This 

kind of transaction does not result in an infusion of cash to the parent company.  

One reason for a spin-off is that it rewards the shareholders with a non-taxable dividend. 

Companies can therefore choose to spin-off a unit, instead of selling it and thereby creating a 

substantial tax liability. Another reason for a spin-off transaction is that the new legal unit gets its 

own stocks, which can be used for acquisitions. Additionally, if the managers of the spun-off 

business unit get shares, they will have a higher incentive to improve the performance of the unit 

(DePamphilis D. , 2012). 

6.6.1.5 Carve-out 

Generally, there are two basic forms of carve-outs, an initial public offering (IPO) and a subsidiary 

equity carve out. Here, the subsidiary equity carve-out is described and analysed, as it is found most 

relevant for B&O. A subsidiary equity carve-out occurs when a company sells off an equity stake in 

a business unit to the public, or spins off a business unit but retains an equity stake itself. In this 

situation, the company shows faith in the business unit and does not completely withdraw itself 
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from future earnings. Furthermore, this transaction provides cash to the parent company, unlike a 

spin-off transaction. Normally in a carve-out transaction, the parent company keeps more than 50% 

of the shares, so it retains control. One downside of a carve-out is that it creates minority 

shareholders (DePamphilis D. , 2012). 

An equity carve-out can provide funds to pay off debt, reinvest in the subsidiary, or pay dividends 

to the parent company. Furthermore, companies can choose a carve-out instead of opt for a 

divestiture, because they want to retain control of the entity and still raise funds. As for a spin-off, 

the stocks of the subsidiary can be used to incentivise managers or as acquisition currency, if the 

subsidiary needs inorganic growth. 

6.6.1.6 Split-off 

In a split-off, the parent company offers its existing shareholders the opportunity to exchange their 

current shares in the parent company for shares a new independent subsidiary (DePamphilis D. , 

2012). These shares are often offered with a premium, so that $10 in shares in the parent company 

becomes $11 of shares in the business unit. This is done to encourage the existing shareholders to 

swap their shares for the new shares of the business unit. Like a spin-off, a split-off does not 

generate any cash for the parent company. A split-off is less common than a spin-off and occurs 

normally when a larger portion of shareholders prefer shares in the subsidiary rather than in the 

parent company (DePamphilis D. , 2012). 

Split-offs are often used when a subsidiary is not wholly owned by the parent company and a 

divestiture therefore is harder, due to the presence of minority shareholders. Furthermore, a split-off 

may experience less pressure than a spin-off subsidiary because the shareholders who choose to 

exchange their parent company shares with shares in the new subsidiary are less likely to sell them 

(DePamphilis D. , 2012). This is because those shareholders willing to exchange their stocks have 

greater faith in the subsidiary than in the parent company. Furthermore, a split-off can increase the 

earnings per share in the parent company, as long as the reduction in shares exceeds the loss of 

earnings from the spun-off subsidiary. Lastly, split-offs are tax-free to shareholders, just like spin-

offs (DePamphilis D. , 2012). 

6.6.1.7 Tracking stock 

A tracking stock separates the revenues and expenses of a business unit from the parent company’s 

financials and binds them to the tracking stock. This is often carried out in situations with a fast-
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growing business unit, where management may want to protect its stock from a less well-

performing business activity. 

6.6.2 Total sale 

A total sale or divestiture is the sale of some or all of the firm’s assets to an outside party. A 

divestiture is normally associated with a cash infusion to the parent company. The cash flow is 

often used to pay off debt and thereby change the capital structure of the firm, or to acquire new 

assets, or invest in non-current tangible assets such as machines or buildings (DePamphilis D. , 

2012). Generally, the assets being sold are product lines, business divisions, or subsidiaries. 

6.6.2.1 Divestiture - Leveraged Buyout 

Leveraged buyouts (LBOs) are transactions in which large parts of the payment consists of debt. 

The cash flows from the target are used as collateral for repayment of debt. The idea of an LBO is 

that debt has a lower cost of capital than equity, which results in higher return on equity. The 

mixture of debt and equity usually range from 6:1 to 12:1. Equity usually comes from investment 

firms called buyout specialists who specialise in restructuring assets in LBO transactions. These 

companies have the knowledge and skill to restructure the firm to increase return on investment. 

The LBO targets can be both public and private companies and can be either an entire company or a 

separate division of a company. LBOs can have different forms. One such form is a management 

buyout (MBO), where management of the target takes an equity interest, thus resulting in great 

personal interest in success of the firm. LBO investors are often referred to as financial buyers 

because much of the transaction is financed by debt. Unlike strategic investors, financial buyers are 

more short-term and much focused on the target firm’s ability to generate future cash flows that 

meet the requirements of debt services (DePamphilis D. , 2011). A typical LBO transaction begins 

with the acquirer replacing poor management or negotiating a bonus-based payment scheme in 

order to increase likelihood of success. Then, the new owners sell off non-core assets to reduce 

debt. After this, the new owners and the new management or management with new incentives 

improves cash flows by increased sales through marketing efforts, delayed CAPEX, and cutting 

operational costs and spending. Finally, the owners may take the improved company public through 

an IPO or SIPO (secondary initial public offering) or sell the company partial or total through a 

private transaction.  

The winners in a successful LBO transaction are the stockholders who receive a significant buyout 

premium, management who usually receive capital gains in private wealth invested in the target 
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company, and, finally, the buyout funds who receive returns ranging from 20% to 35% 

(DePamphilis D. , 2012). The losers are usually employees, who often experience significant head 

count reduction, and the government, who losses substantial taxes due to high tax shield from debt. 

According to Robert F. Bruner, a typical LBO candidate would have most of the following 

characteristics: 

1. Strong cash flows 

2. Low level of CAPEX 

3. Strong market position 

4. Stable industry 

5. Low rate of technological change (and low R&D expenses) 

6. Proven management with no anticipated changes 

7. Relatively low valuation in the stock market 

8. No major change in strategy 

These characteristics are applied in the LBO simulation in section 6.8.1. 

6.6.2.2 Divestiture - Third-party sale 

Third-party sale describes a total sale of a business unit or a group to another company or a private 

person. The payment is cash or securities paid directly to the selling party. A divestiture to a third 

party is unlike an LBO divestiture in that it typically is a strategic transaction that often has a huge 

impact on the firm’s future business model(Bruner, 2004). Whereas LBOs are typically carried out 

by financial investors who not want to change the current business model or take an active role on 

the board or in management team, third-party divestiture typically involves a strategic buyer often 

interested in optimising the business model or restructuring the management team. 

6.7 Exit strategies and B&O 

Exit strategies are often forgotten, when companies are performing well and no one is considering 

intensified competition, changed consumer behaviour, or an out-dated business model. An exit 

strategy can be one of the most important strategies that a firm has in some cases. In the case of 

B&O, it was established that the company is suffering from changes in the pace of technological 

development and the global economy, as well as consumer loyalty. Furthermore, because exit 

strategies are highly confidential, it is not an option to analyse B&O’s exit strategy. Thus, the recent 
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sale of the Automotive division has provided food for thought and some analysts have speculated 

whether the management is carrying out an exit strategy by selling the company part for part and 

thereby increasing shareholder (Børsen, 2015) 

6.8 M&A possibilities and exit strategies 

This section is a hybrid of the two previous sections and forms the path for the following section. 

The main purpose is to combine B&O’s fit with M&A rationales and the different M&A 

possibilities to determine which possibilities should be simulated in the last part of the M&A 

chapter. As mentioned in the valuation, the SOTP analysis suggests that B&O is worth more part 

for part than as one unit. With this in mind, the partial sale M&A possibilities offer some important 

options. Due to the extent of this report and the thoroughness of the following simulations, it is not 

an option to perform simulations on all partial sale opportunities. Therefore, two different partial 

sale opportunities will be chosen for further investigation. As an extension of these two 

opportunities, a total sale to a third party and an LBO will be subjects for simulations. These two 

simulations are chosen to illustrate the price difference between selling to a financial or strategic 

acquirer. 

Another inducement to look further into the partial sale possibilities is the previously mentioned 

fact that B&O on 31 March, 2015, transferred its Automotive assets to Harman for the purpose of 

scaling its core consumer business (Bang & Olufsen, 2015). As mentioned, B&O received a 

prepayment of 1,170, ex taxes and transaction costs, and a 20-year-long license agreement worth 

1,755 mDKK. The price B&O received for Automotive is well beyond the valuation found in the 

multiple analysis and a lot more than expected given that the business unit accounted for only 20% 

of the total sales. 

When B&O sold Automotive, the management explained the sale was primarily a step towards 

creating a stronger and more consumer-focused business. This core focus is to be based on the Bang 

& Olufsen and B&O Play brands. Furthermore, the company announced that it had decided to 

investigate the future ownership alternatives of Icepower (Bang & Olufsen, 2015) for further 

scaling of core operations. Considering this, the simulations of partial sales will be based on the 

Icepower division, as it seems the most likely subject for further asset relocation. 
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6.9 M&A simulations 

The following section contains two M&A simulations, an LBO sale to a financial buyer and a 

divestiture to a strategic buyer. Both simulations concern the sale of the Icepower division. This is 

due to the fact this business unit is most likely to be sold. 

6.8.1 A Leverage Buyout Case 

This section simulates a leveraged buyout case showing the return opportunity by selling Icepower 

to a financial acquirer, e.g. a private equity fund. The scenario for a private equity case is extremely 

difficult to estimate since the situation will depend on many factors such as the buyer’s knowledge, 

access to capital, customers, etc. Practically, a LBO model can be relatively complex in order to 

take into account all the different factors. The LBO-model and the inputs are therefore simplified 

and interpretation is done with care. The assumptions for forecasts are the same as in chapter 5. 

As described earlier, the following eight elements comprise a set of criteria that make a company a 

good LBO candidate. In this LBO simulation, the Icepower division is tested on each element, to 

see whether the company is a good LBO candidate. The analysis is based on the findings in the 

strategic and financial analysis performed in chapters three and four, respectively. 

1. Strong cash flow 

A good LBO candidate has strong cash flows. By strong cash flows is meant stabile cash flows with 

minor fluctuations, so that the financial buyer can pay off debt by using the operational cash flows. 

It is important that the financial investor can meet its obligation to repay the debt by using the cash 

flows generated from the company operations. Icepower has had stabile cash flows in the last four 

years, with an average cash flow from operations on 8 mDKK (Icepower A/S, 2014). The DCF 

analysis in chapter five furthermore indicates that the Icepower division will have stabile cash flows 

in the coming years. Even though the cash flows are not estimated to be large cash flows, they are 

considered sufficient to cover the repayments the financial buyer is obligated to pay, dependent on 

the price Icepower is sold at and the financial terms the money is borrowed at. 

2. Low level of CAPEX 

Another important characteristic of a good LBO candidate is a low level of capital expenditures. To 

determine if Icepower has a low level of CAPEX, it is important to define the phrase “low level of 

CAPEX.” CAPEX is an expression of the funds used by a company to acquire or upgrade physical 

assets such as machinery, industrial buildings, or equipment. A low level of CAPEX can therefore 
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be defined as a company with relatively low or no need to acquire or upgrade psychical assets. In 

chapter five, we addressed a CAPEX forecast that showed a relatively small CAPEX growth in the 

Icepower division. The expenditures used for physical investments are low compared both to the 

revenue level and to the operation division. It is concluded, therefore, that Icepower has a low level 

of CAPEX. 

3. Strong market position 

Since Icepower is engaged in many different markets, it is difficult to determine if it has a strong 

market position. Since the year 2000, the company has engaged in manufacturing amplifiers for 

home theatres, automotive audio, portable audio, consumer audio, and professional audio 

(www.classd.com, 2014). The amplifier industry is an opaque industry for the average consumer 

with few competing companies and not much public information available. To rely on various 

Internet articles to define Icepower’s market position would be to rely on a vague source. In 2012, 

when Icepower separated itself from B&O and became a separate division, the owners stated that 

the company had a unique position in the market for class D amplifiers(Icepower A/S, 2012). 

Furthermore, given that the company has been in the industry for many years, it has established a 

stable position therein. Given this relatively simple reasoning, it is clear that it is not possible to 

establish if Icepower has a strong market position, but the indications point towards a market 

position that is stable and not weak. A brief conclusion of this element is that the market position is 

not clearly stable and not clearly weak. 

4. Stable industry 

The industry that Icepower operates within is electronics. Faster and faster technological 

development marks the industry. The pace of technological development has caught up with smaller 

companies, forcing them to shut down. The industry has been far from stable in recent years, where 

the larger companies have drawn the price on electronics down to a level where smaller companies 

cannot compete. Economies of scale have proven to be a key to success and large companies such 

as Samsung and Harman Industries are dominating the market to a higher degree than before. Even 

though the industry has not been stable, Icepower produces a niche product so special 

(www.classd.com, 2014) that they are not as affected by the changing environment as other 

companies producing less complex products. 

The conclusion on this element is that Icepower does not operate within a stable industry and is 

therefore not the ideal LBO candidate according to this characteristic. 
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5. Low rate of technological change (and low R&D expenses) 

A good LBO candidate operates in an environment with a low degree of technological development 

and with low R&D expenses. Though, is it established above that Icepower operates within an 

industry with a fast pace of technological development and it therefore is subject to high R&D cost 

in order to compete within the industry. The consumers demand the newest technology in all 

products and are therefore not satisfied with second-best equipment. Icepower’s annual reports 

confirm that it has high R&D expenses (Icepower A/S, 2014).  

6. Proven management with no anticipated changes 

Another criterion for a good LBO candidate is to have a good and successful management with no 

expected changes in the near future. The CEO of Icepower A/S is Keld Lindegaard Andersen. 

Andersen has been the CEO of Icepower since 2012 (Bisnode, 2015). Since the information 

available about the company on the Internet is very limited, it is not an option to investigate the 

strength of the management team. Thus, it can be deduced from the good performance of the 

business unit that the management team is doing well. 

7. Relatively low valuation in the stock market 

Because Icepower is not listed separately on the stock market, it is not an option to evaluate 

whether the company is listed at a fair value. However, it was established earlier in the thesis that 

the group seems undervalued in the stock market, compared to the SOTP value that the company 

has. This fact can be transferred to the putative value of the Icepower division. 

8. No major change in strategy 

In the strategic analysis of the group, it was concluded that B&O has had several different strategies 

in recent years. Although the number of strategies has been high, all strategies were focused 

primarily on core business. The Icepower division was established in 1999 and it seems that the 

recent strategic changes have not had a major impact on this part of the business. The company 

states on its website that it has gone from being a technological start-up serving high-end niche 

markets to serving both the niche and volume market with premium quality audio power conversion 

(Icepower A/S, 2014). Thus, while it is not evident that Icepower has been unaffected by industry 

turbulence, it is likely that the consequences of that turbulence have been minor for the business 

unit. 
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The previous section, has established, that even though Icepower A/S is not the perfect LBO 

candidate, it fulfils many of the criteria of a good LBO candidate. Primarily, the stable cash flows 

and the low level of CAPEX make the company interesting for financial buyers. 

6.8.1.1 Value of Icepower – financial buyer 

The value of Icepower based on the DCF model was 600 mDKK. However, the value of Icepower 

is considered to be different, whether the potential buyer is strategic or financial (DePamphilis D. , 

2011). This is mainly caused by the synergy effects that usually drive a strategic acquisition. LBO 

pricing serves as a “floor” for company valuation, because it determines the price a financial buyer 

would pay (DePamphilis D. , 2011). The value derived from an LBO model is examined in this 

section. The underlying scenario is a case where B&O would sell Icepower to a private equity fund. 

The valuation will be based on a simplified scenario, since an LBO construction can be complex 

and therefore difficult to accurately estimate. The estimate will be considered as an approximately 

level for the valuation.  

The financing of the acquisition will be 80% debt and 20% equity. This assumption is considered 

fair based on previous LBO cases (Bruner, 2004). The financing will not distinguish between 

different debt types, i.e. senior, mezzanine debt etc. A bank loan with 5% annual interest is 

assumed. The interest expense is based on beginning balance of each tranche for simplicity sake. 

Normally, interest payments are paid on monthly or quarterly basis. Therefore, interest expenses 

may be slightly overstated in the model. The repayment is assumed to be 3% of the principal and 

paid on an annually basis. Furthermore, all equity is assumed to be 100% brought by the acquirer. 

In some LBO cases, the management may get 10-20% of the equity or a chunk of stock option. The 

forecasted free cash flows for Icepower conducted in chapter 5 are applied. Modelling new cash 

flows based on a financial acquisition will be difficult as it will be depend on the acquirer’s ability 

to restructure or optimise the company. It is assumed that the acquirer will hold the company for 

five years before selling it to another company or the public (IPO). An important assumption is that 

the acquirer shall be able to cover its interest expenses from the cash flows generated from the 

company and all excess cash flows are used to repay debt. Finally, no exit-multiple are considered, 

as this is needless for the purpose based on the latter assumption.  

 

The simulated construction of the deal illustrated in Figure 29 below.  
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Figure 29 – Own depiction 

 

 

Table 44 illustrates the overview of the deal. The price is derived by using solver function where 

price is the target cell and goal setting is maximising. Furthermore, restrictions are made in terms of 

having cash available for debt repayment and optional repayment being zero or above. Appendix 15 

illustrates the restrictions and target cell. 

Table 44 – Own depiction 

 

The price is significant lower than the insintric value derived in chapter 5. Therefore, this analysis 

suggests that B&O should prefer other M&A possibilities than selling to a financial buyer. 

  

Period 1 2 3 4 5 LBO

NOPAT 24,88 25,32 26,70 27,75 27,89 Price 501,82

+ Depreciation & amortisation 24,88 8,70 9,34 10,14 11,29 Debt 401,45

- CAPEX 1,63 1,82 1,74 1,85 1,90 Equity 100,36

+ Changes in NWC -26,56 7,04 3,87 4,07 2,56

Free cash flow 57,46 25,15 30,43 31,97 34,71 Debt% 80%

Additional tax shield (debt financing) 4,57 4,01 3,89 3,71 3,50 Interest on bank debt 5%

Free cash flow including tax shield 62,03 29,16 34,32 35,68 38,21 Bank debt annual repayment of principal 3,00%

Beginning cash balance 0 5 5 5 5

+ Free cash flow 62,03 29,16 34,32 35,68 38,21

- Minimum cash balance 5 5 5 5 5

Cash available for debt repayment 36,96 10,93 16,64 18,83 22,30

Beginning bank debt 401,45 364,50 353,56 336,93 318,10

Interest paid on debt 20,07 18,22 17,68 16,85 15,90

Required repayment 12,04 10,93 10,61 10,11 9,54

Optional repayment 24,91 0,00 6,03 8,72 12,76
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6.8.2 A divestiture of the Icepower division to Pioneer Corporation 

This second simulation is based on a total divestiture of the Icepower division with a strategic 

acquirer. The acquirer is the Japanese company Pioneer Corporation. Pioneer is an electronics 

company focusing primarily on audio. The company was founded in 1938 and it serves the medium 

to high-end segment (Pioneer, 2015). The company has stopped producing televisions in order to 

focus on core business (Pioneer, 2015). One of the main reasons to choose Pioneer as a potential 

acquirer of the Icepower division is its solid brand image and its experience within consumer 

electronics, which is very comparable to B&O’s. Another reason for choosing Pioneer is its relative 

size compared to the price range Icepower is expected to be sold at. Pioneer has a solid cash flow 

from operations (Pioneer Corporation, 2015) and is likely to be looking for profitable investments 

to grow the company through M&A. 

Pioneer is relatively new in the professional audio market, as it entered in July 2013 (Pioneer, 

2015). Thus, the company could be looking for an experienced company with expert knowledge in 

professional sound. The Icepower division, as previously mentioned, has been an independent 

business unit since 1999 and it has grown 20% over the last five years (see appendix 4, 

reformulations).  

6.8.2.1 Pioneers fit with Icepower 

When strategic buyers are acquiring companies, it is an advantage that the company they buy have 

similarities to the rest of the companies in the group. A natural similarity between Pioneer and 

Icepower is the urge to develop and deliver high quality sound.  

6.8.2.2 A simulation of a possible contract between Pioneer and B&O 

This subsection contains a simulation of a contract between Pioneer and B&O for the sale of 

Icepower. The foundation of this analysis is inspired by the terms of the sale of Automotive in 

March and many parallels have been drawn to this agreement. 

The main difference between Icepower and Automotive is, as mentioned in the strategic analysis, 

the different purposes of the two companies. The main purpose of Automotive is to develop and sell 

a niche product, luxury audio for cars. The main purpose of Icepower is to develop and sell 

amplifiers components across a wide spectrum of volume market products and niche products. 

Acoustic engineers and other sound experts dominate Icepower’s robust human resources pool. It is, 

therefore, more a repository of expertise than a specific brand name or product that is acquired with 
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the purchase of Icepower. Thus, when Automotive was sold, the brand name seemed very important 

to Harman, alongside the fact that B&O Automotive was a very large competitor on the European 

market (UK Government, 2015). 

Table 45 - Source: Own depiction 

 

Because of this different company profile, it is expected that B&O could not get a huge upfront 

payment for Icepower, as it did for Automotive. Thus, the upfront payment for Icepower is 

calculated as an amount relative to the size it had in 2014/2015 compared to Automotive, in terms 

of revenue. The upfront payment is therefore as seen in Table 45 above, estimated to be 211 

mDKK. The value of the license agreement is expected to be greater than the equivalent of 

Automotive, relative to the size of the companies in terms of revenue. Therefore, the value of the 

license agreement is not estimated to be worth 18% of the license agreement of Automotive, but 

800 mDKK compared to the 1,210 mDKK of Automotive, corresponding to 66%. The length of the 

agreement is estimated to be 20 years. The reasoning behind this is that a larger share of the total 

Icepower deal will be paid in licenses than was the case with Automotive. This is due to a relative 

high uncertainty in terms of future growth for Icepower, as it is a much more insecure business than 

Automotive. Whereas the Automotive division had proven to be an independent profitable business 

unit with relatively large revenue, the Icepower division is more of a technological competence 

company. Even though the company has existed since 1994 and since then developed many high 

quality amplifiers and built a solid customer base, it has not experienced as high top-line growth 

rates as Automotive (Financial analysis, Chapter 4) (Icepower, 2015). 

Table 46 below presents the total value of the sale of Icepower to Pioneer. The value of the license 

agreement is a NPV of a stable cash flow for 20 years of 40 mDKK (800 mDKK/20). The discount 

rate is estimated to be 5%, the same discount rate used to calculate the value of Automotive. The 

mDKK Icepower Automotive

Revenue 102 546

% of Automotive revenue 18.71%

Upfront payment for Automotive 1,130

Estimated upfront payment Icepower 211

Estimated license agreement

Value of license agreement Automotive 1,210

Value of license agreement Icepower 800*

Length of agreement 20 years

*The value of the license agreement is an estimate based on the strengh of the brand and the durability 

of the technology. 

Icepower sale to Pioneer (mDKK except for % and time measures)
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reasoning behind this is that the project has the same counterparty risk. Thus, Pioneer is a well-

established large company with stable cash flows(Pioneer Corporation, 2015). Furthermore, it is 

assumed that the license agreement does not include any elements that could infer more risk in the 

cash flows. 

Table 46 - Source: Own depiction 

  

Given that the company is sold with a deal structure as in this simulation, Icepower will be traded 

with a premium of 18% compared to the value found using the DCF approach in chapter five. This 

is illustrated in Table 47. 

Table 47 - Source: Own depiction 

 

This analysis implies that B&O is better of selling Icepower to a strategic acquirer, rather than a 

financial acquirer. This relies on the assumption that a strategic acquirer could enhance the synergy 

effects and decrease the costs due to economics of scale. A strategic acquirer often has the know-

how and experience of the acquired company’s industry(DePamphilis D. , 2012). The thesis does 

not assess the likelihood of the potential divestitures. This will be dependent on factors such as its 

ability to pitch and negotiate, and B&O’s attractiveness among potential acquirers.  

Value of contract after tax (mDKK)

Upfront payment 211*

Value of license agreement 498

Total value of sale 710

*The upfront payment is a relative size to the upfront payment 

B&O got from the sale of Automotive. 

Premium/discount of sale (mDKK)

DCF value of Icepower 600

Estimated value of sale 710

Premium/discount 18%
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6.10 Sub-conclusion on M&A analysis 

The recent M&A activities imply that B&O is currently assessing how to restructure the company. 

The sale of Automotive is assumed to be worth between 1.654 mDKK and 1.823 mDKK, 

depending on the future performance of the asset. The deal is considered to create shareholder 

value, as the share price increased following the Announcement.  

Theoretical research implies that an acquisition creates more value for the acquired company’s 

shareholders, than the acquiring company’s shareholders. Though, a sale of a business unit could 

potentially destroy synergies within the group. One of the most important synergies between 

B&O’s business units is knowledge sharing. Furthermore, the presence in different markets with 

different products increases brand awareness for the group. 

The SOTP analysis suggests that B&O is worth more as a sum of all parts, than as a group. This 

analysis implies that the share is traded with a conglomerate discount. The analysis includes a 

multiples analysis and a DCF analysis which both imply that there is a premium gained by selling 

the company part for part.  The multiples analysis suggests premiums of 90% and 45% in the base 

cases for EV/Revenue and EV/EBITDA respectively. The DCF analysis presents a premium of 

50%. 

Even though B&O is not considered a conglomerate, it is diversified to some extent. The 

diversification effect of conglomerates could therefore destroy value for the group. However, the 

academic research of conglomerate discounts is ambiguous.  

The Icepower division is considered to be the most likely to be divested within the nearest future. 

The LBO simulation suggests that Icepower is neither a perfect LBO candidate nor a bad candidate. 

The maximum price a financial buyer would pay is 501 mDKK according to the assumptions of the 

analysis. However, a sale to a strategic acquirer, in this case with Pioneer, is potentially worth 710 

mDKK. This suggests that most shareholder value is generated when selling the company to a 

strategic buyer. The reason why a strategic acquirer would pay more than a financial acquirer is that 

they are often capable at optimising the company due to its knowledge of the industry. This 

perspective is considered to be significant for Icepower as it operates in a knowledge-intensive 

industry  
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7 Conclusion 

B&O’s enterprise value of 30 March 2015 is 2,567 mDKK. The enterprise values of B&O’s 

business units are 2,666 mDKK, 535 mDKK, 600 mDKK for B&O Operations, B&O Play and 

Icepower respectively.  

B&O is highly dependent on the development in the global economy. The macroeconomic factors 

that influence the performance of B&O are European GDP, ESI, European household savings, and 

the technologic development within consumer electronics. The primary microeconomic factor 

affecting the company is the consumer’s price sensitivity to electronic products. The strengths of 

the company are the brand value, technological experience and a dedicated workforce. However, 

the company suffers from issues in its production, poor financial performance, slow reactions to 

new technologies and a small customer base. B&O can reduce the threat of these weaknesses by 

focusing on B&O Play, exploiting opportunities in BRIC countries, and engage in joint-ventures or 

strategic alliances. However, the company is small relative to its competitors and has higher R&D 

cost relative to revenue. The brand value is essential for the company and could potentially be 

devaluated by the effects of cost cutting in form of staff reduction and fewer resources for product 

development.  

B&O’s financial performance has historical been poor. Relative to peers, the company has 

performed below average for all measures. The decreasing trend in revenue has been one of the 

most value destroying elements in B&O’s financial performance. Following the crisis, the company 

has failed to regain its lost revenue. Whereas, B&O Play, Icepower and Automotive have shown 

increasing revenues, the largest business unit, B&O Operations, has lost one third of its revenue the 

last six years. This has, combined with increases in depreciation and amortisation, led to lower 

profit margins. The invested capital turnover has been stable but lower than peers’. These factors 

combined results in a poor performance in terms of ROIC. The overall performance of B&O’s 

ROIC has been lower than its peers. The low performance of ROIC implies that the company needs 

to review its business model. The risks related to the revenue are decreasing trends in the revenue 

drivers, i.e. European GDP, ESI, and European household savings.  

The revenue is expected to increase slightly in the coming years due to anticipated improvements in 

the European economy. The costs are expected to be stable relative to revenue as there is no clear 
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indication of B&O taking any initiatives to significantly reduce costs. This results in a low NOPAT 

throughout the forecast and terminal period. 

The Weighted average cost of capital is estimated to be 7.3%. This origin from an equity beta of 

1.4, risk free rate of 1%, MRP of 5.75%, cost of debt of 5.41%, marginal tax rate of 22.5%, and a 

capital structure of 10% debt and 90% equity.  

The DCF valuation suggests a share price of 56 DKK. The level of this share price is equivalent to 

the share price derived from the multiples analysis. The multiples analysis suggests a share price of 

64 DKK and 55 DKK using EV/Revenue and EV/EBITDA respectively.  

B&O has recently sold off the Automotive division and its minority interest in Medicom. The sale 

of Automotive is considered to increase shareholder value for B&O as the share price reacted 

positively to the Announcement. The value of the Automotive sale is estimated to be between 1,654 

mDKK and 1,823 mDKK depending on the performance of the assets. 

Corporate Finance theory suggests that an acquisition create more value for the acquired company’s 

shareholders than the acquiring company’s shareholders. However, synergies between business 

units can be destroyed if a business unit is divested. Two important synergies between B&O’s 

business units are identified as knowledge sharing and increased brand awareness due to presence 

in several markets.  

The SOTP analysis suggests that B&O is traded with a conglomerate discount. The analysis 

supports the opportunity of selling business units separately, in order to increase shareholder value. 

The premiums of selling the business units separately are estimated to be 90% and 45% in the base 

cases, based on EV/Revenue and EV/EBITDA multiples respectively. The premium based on DCF 

values supports the conclusion that the company is traded at a conglomerate discount and is 

estimated to be 50%.  

Based on the findings in the SOTP analysis, B&O should pursue a total divestiture of a business 

unit to increase shareholder value. This assumption relies on that B&O is potentially not the best 

owner of some of its assets.  

The Icepower division is assumed to be the most likely business unit for B&O to divest. This is 

supported by the fact that B&O announced its interest in divesting the company when they 
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announced the sale of Automotive. It is established that the potential divestment that would create 

the most shareholder value is divesting Icepower to a strategic acquirer. The simulations of 

divesting Icepower suggest that B&O would get 501 mDKK and 710 mDKK from a financial and 

strategic acquirer respectively. The theory supports the assumption that Icepower is worth more to a 

strategic acquirer than a financial acquirer. This relates to the fact that a strategic acquirer is 

considered better at operating Icepower. Thus, a strategic acquirer can obtain more synergy effects 

than a financial acquirer due to its knowledge of the industry and the assets it owns.  

The conclusion is that B&O should pursue a total divestiture of Icepower. The acquisition shall be 

strategic in order for B&O to receive the highest compensation and thereby increase shareholder 

value the most.  
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8 Perspective  

This last chapter of the thesis explores an alternate way to grow the company and increase 

shareholder value. As mentioned in earlier parts of the thesis, inorganic growth in the form of 

acquisitions has been left out because of B&O’s current financial situation. A commonly used 

alternative to expand businesses is a strategic alliance. Earlier this year, B&O engaged in a strategic 

alliance with Hewlett-Packard. The basis of this alliance will be discussed later in this chapter as an 

introduction to the perspective. A strategic alliance is unlike a merger. It is a relatively simple way 

to jointly manage two or more companies’ assets to achieve strategic objectives (Shanley & Yin, 

2008). Mergers are combined with complex contracts, staff, and IT integration issues, whereas a 

strategic alliance often is limited to a binding agreement to use assets in the form of competencies 

or products simultaneously among two or more companies (Shanley & Yin, 2008). Therefore, the 

choice between merger and strategic alliance narrows down to the degree of ownership and, 

therefore, control. If the company has control rights, it permits a more thorough exploitation of the 

combined assets, but that comes with a greater investment in psychical, human, and intangible 

resources (Shanley & Yin, 2008). This brief relation between mergers and strategic alliances 

implies that B&O is most likely to exploit the opportunity of strategic alliances rather than engage 

in a merger, due to the lack of resources the company has in its current state. Having this in mind, 

this perspective will focus on the alternative of growing the company through strategic alliances. 



 
 

Copenhagen Business School  Page 116 of 169 

8.1 Strategic Alliance with Hewlett-Packard 

On 24 March, 2015, B&O announced that it had made a partnership agreement with the personal 

computer manufacturer Hewlett-Packard (HP) (Børsen, 2015). This agreement can be categorised 

as a strategic alliance. A strategic alliance is an alternative to the M&A transactions because it most 

often does not involve creating a separate legal entity. Thus, a strategic alliance is, for example, an 

agreement to sell the other company’s product, to co-develop a product or process, or to co-create a 

new technology. The agreement relies on a legal contract that is binding for the companies 

(DePamphilis D. , 2011). The essence of a strategic alliance is that it is value-creative for both 

parties. Often a strategic partnership relies on a joint interest in each other’s products and their 

qualities. This alternative to an M&A transaction typically does not involve a cash infusion or a 

cash deduction. The partnership agreement involves Bang & Olufsen Operations and B&O Play. 

Both companies are to deliver the sound to personal computers from HP. Thus, the most expensive 

computers will be equipped with sound systems from Bang & Olufsen Operations, whereas the less 

expensive computers will have an integrated sound system from B&O Play. HP has said about the 

deal that they hope to achieve a unique customer experience following the partnership with B&O 

(Børsen, 2015). As sound becomes more and more important in personal computers, due to the new 

streaming trend mentioned in the strategic analysis, HP has acknowledged their limitations within 

this field and therefore entered into a partnership with B&O. Because companies such as Netflix 

and HBO have revolutionised the way people watch movies and other visual entertainment, it is 

extremely important that computers have optimised sound quality. Thus, B&O can bring years of 

experience within acoustics to improve the sound in HP’s personal computers. One of the demands 

in the strategic alliance is that every HP computer with B&O sound shall pass a quality control test 

in Struer, to ensure that they comply with B&O sound standards (Børsen, 2015). 

Since HP had a turnover of more than 500 billion in 2014 and is present in more than 105 countries 

(Hewlett-Packard, 2015), B&O sees an opportunity to increase awareness especially of the B&O 

Play brand. As mentioned in the strategic analysis, B&O has a strategic goal to increase the 

knowledge of B&O Play and to expand its customer base with younger customers. By engaging in a 

strategic alliance with HP, B&O is reaching out to the younger customers to make them aware of 

the quality of B&O’s products and create a connection to the brand. In the company’s current 

financial state, where inorganic growth through acquisitions is not an option, a strategic alliance 

allows the company to expand through other more well established brands. Additionally, as 
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established in the strategic analysis, B&O’s brand has a very good reputation among other 

companies for its quality and design. This brand value cannot only be used to attract more personal 

or business customers, it can also be used in M&A situations because other companies see an 

upside of being side by side with a brand with a great reputation. On the con side, it has been 

established that B&O has relatively high cost related to its production, which makes it harder to 

reach an agreement with a strategic partner, due to a potentially large increase in unit cost.  

8.2 An alternative to M&A - A strategic alliance with JBL 

This section is a simulated business case in which B&O engages in a strategic alliance with the 

Harman Industries-owned audio company JBL. B&O has officially stated that the company is 

focussing on licensing partnerships to support the existing brands and supplement the core business 

(Bang & Olufsen A/S, 2015). Therefore, a simulation of the shareholder value created by a strategic 

alliance with JBL is drafted. To understand the potential shareholder value realized through a 

strategic partnership with JBL, it is important to clarify the business model of JBL. 

JBL is an American audio company owned by Harman International, the same company that bought 

the B&O Automotive division. JBL is divided into two main divisions, JBL consumer and JBL 

professional. This simulated strategic alliance will focus on the JBL professional division, as it 

produces loud speakers and other audio equipment for concerts, cinemas, and other professional use 

(JBL Professional, 2015). Because B&O has already done business with Harman International, 

B&O has an advantage deriving from that prior relationship. In a negotiation, it is a huge advantage 

that the parties have met before and even more that they previously have negotiated. 

8.2.1 Why are B&O and JBL Professional a good fit? 

Firstly, as previously mentioned, B&O has already done business with JBL’s owner, Harman 

International. Additionally, B&O’s Icepower division delivers professional acoustics and audio 

through amplifiers. The company employs highly regarded acoustic engineers with many years of 

experience. B&O’s experience in acoustics can be a valuable resource for JBL Professional’s focus 

on improving customer experience at concerts and in cinemas. Even though design does not play an 

important role at JBL Professional, B&O’s award-winning designers could bring something extra to 

JBL Professional. Both companies are accustomed to working within a framework of separate 

professional and consumer divisions, as each is also accustomed to negotiating with other 

companies. Because JBL is an American company, it is not as comfortable with European 
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customers as is B&O. JBL can therefore rely on B&O’s distribution network to expand their 

business in Europe. Furthermore, because the JBL consumer division produces products that 

compete with B&O Play, including docking stations and headphones (JBL, 2015), the company 

already knows the quality of B&O products. 

8.2.2 How could a potential partnership affect shareholder value? 

A strategic partnership can be a very effective alternative means of entering new markets through 

inorganic growth, offering unique competitive advantages, or gaining new distribution. In 

December 2014, Forbes magazine published a list of what in their view were “11 Of the Best 

Strategic Brand Partnerships in 2014.” One of the foremost examples on the list is IBM and Apple’s 

strategic partnership regarding an integration of IBM’s big-data analytics tool on iPads and iPhones. 

IBM has suffered from a poor image in recent years, but it can, through Apple, rebuild customer 

trust. For its part, Apple does not have the same analytic tools as IBM and can further strengthen 

iOS devices in the battle against Android producers such as Samsung and HTC by using IBM 

technology (Forbes, 2014). The strategic partnership benefits both companies with improved 

company value and improved shareholder value. 

This example has a compelling relevance for the position B&O is in. Like Apple, B&O has a very 

strong brand name and is widely respected for the quality and design of its products. B&O could, 

therefore, be an effective strategic partner for a larger company wanting to bolster its image.  
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Appendices 

Appendix 1 - Board of directors 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: (Bang & Olufsen, 2015)  
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Appendix 2 – Executive management profiles 

 

Tue Mantoni CEO: 

Age: 40 

In B&O since: March 2011 

Previous companies: Goldman Sachs, McKinsey & Triumph  

 

Anders Aakjær Jensen CFO: 

Age: 40 

In B&O since: May 2014 

Previous companies: Grundfos  

 

Stefan Persson COO:  

Age: 48 

In B&O since: August 2014 

Previous companies: Sony, Ericsson 

Source: (Bang & Olufsen A/S, 2015) 
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Appendix 3 – R&D as percentage of revenue 

 

 

Source: (FactSet, 2015)  

Company 1 2 3 4 5

R&D costs 369.5 442.4 337.4 311.4 342.8

Revenue 2,864 2,814 3,008 2,867 2,762

R&D cost/Revenue 12.902% 15.722% 11.217% 10.862% 12.414%

R&D costs 182,795 170,910 156,508 108,249 65,225.00

Revenue 6,041 4,475 3,381 2,429 1,782

R&D cost/Revenue 3.305% 2.618% 2.160% 2.244% 2.732%

R&D costs 517,913 476,903 527,798 520,271 502,223

Revenue 7,303,045 7,846,216 8,692,672 7,417,980 7,765,507

R&D cost/Revenue 7.092% 6.078% 6.072% 7.014% 6.467%

R&D costs 9,228 7,331 6,450 5,964 6,663

Revenue 250,042 274,278 307,299 323,950 374,010

R&D cost/Revenue 3.691% 2.673% 2.099% 1.841% 1.782%

R&D costs 285.30 331.90 304.60 322.7 325.1

Revenue 4,297,842 4,364,078 3,772,345 3,364,428 2,854,895

R&D cost/Revenue 0.007% 0.008% 0.008% 0.010% 0.011%

B&O (mDKK)

Apple (mUSD)

Panasonic (mYEN)

Loewe (mEUR)

Harman (mUSD)
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Appendix 4 – Reformulations 

B&O Group 

 

Income statement (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Revenue 2,789.5 2,761.5 2,866.9 3,007.7 2,813.9 2,863.8

AV revenue 2,130.5 2,043.1 1,648.9 1,632.5

B&O Play 148.3 377.6 532.3 535.1

Automotive 451.7 454.0 545.7 612.5

ICEpower 80.6 93.3 75.5 89.6

Unallocated 55.8 39.7 11.6 -5.9

Total revenue 2,789.5 2,761.5 2,866.9 3,007.7 2,814.0 2,863.8

Production costs 1,313.4 1,305.3 1,428.8 1,468.8 1,388.5 1,274.5

Development costs 56.0 -22.8 -48.6 -52.6 -27.7 -90.1

Distribution and marketing costs 659.8 460.5 408.4 380.2 464.0 501.7

Administration costs 14.2 27.8 39.7 16.6 7.0 18.1

Wages and saleries etc. 833.7 704.4 736.1 726.2 733.5 719.8

Share-based payment 10.8 7.4 6.6 6.0 2.8 4.1

Pensions 33.3 49.7 52.9 47.3 55.7 47.5

Other social security cost 43.3 30.9 33.5 44.6 46.6 40.7

Total staff cost 921.1 792.4 829.1 824.1 838.6 812.1

Total operating cost 2,964.5 2,563.2 2,657.4 2,637.1 2,670.4 2,516.3

EBITDA -175.0 198.3 209.5 370.6 143.6 347.5

Depreciation, amortisation and impairment (tangible assets) 135.5 123.7 30.0 91.9 103.2 99.8

Depreciation, amortisation and impairment (intangible assets) 150.2 121.5 119.7 156.2 227.4 245.4

Operating profit (EBIT) -460.7 -46.9 59.8 122.5 -187.0 2.3

Tax on operations 122.9 18.0 -18.1 -35.7 45.5 1.4

NOPAT -335.5 -35.6 41.9 84.7 -140.2 6.9

Share of result after tax in associated companies 2.3 -6.7 0.2 -2.1 1.3 3.2

Interest income 2.2 1.0 0.5 0.5 0.5 0.2

Other financial income 9.2 6.6 7.0 8.9 8.1 5.4

Interest cost 30.4 21.1 21.4 16.6 19.4 18.4

Other financial expenses 3.4 3.4 3.5 3.8 7.9 11.5

Exchange rate losses or gains, net -7.2 7.8 -2.5 -5.1 -5.9 -4.6

Net financials -27.3 -15.8 -19.7 -18.2 -23.3 -25.7

Tax shield 7.3 5.3 5.9 5.4 5.7 -6.4

Net financial expenses after tax -20.0 -10.5 -13.8 -12.8 -17.6 -32.1

Net income -355.5 -46.0 28.1 71.9 -157.8 -25.2

Gain on sale of shares in subsidiary

Other operating income 13.3

Restructuring costs 35.2

Tax on extraordinary -9.4 4.5

P/L after extraordinary -381.3 -37.2 28.1 71.9 -157.8 -25.2
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Balance Sheet (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Operating assets

Goodwill 44.8 44.7 44.8 47.8 51.9 63.5

Acquired rights 50.8 46.0 37.7 27.8 20.7 14.5

Completed development projects 200.6 249.1 191.7 296.8 484.7 406.2

Development projects in progress 145.4 154.5 322.0 338.9 178.2 317.6

Land and buildings 269.9 240.9 227.8 210.3 198.2 114.7

Plant and machinery 229.5 209.4 164.0 145.6 155.6 123.5

Other equipment 48.4 34.9 31.3 29.3 24.4 26.8

Leasehold improvements 32.2 23.2 15.6 17.5 30.2 39.5

Tangible assets in course of construction and prepayments of tangible assets 25.5 18.7 69.1 96.8 67.5 29.8

Deferred tax assets 104.9 140.4 144.1 139.9 183.4 180.4

Non-current operating assets 1,152.0 1,161.8 1,248.1 1,350.7 1,394.8 1,316.5

Inventories 593.3 563.6 563.0 665.0 572.1 666.2

Trade receivables 407.9 417.9 365.2 539.9 443.9 537.4

Receivables from associates 1.4 1.5 1.7 2.4 1.8 1.9

Corporation tax receivable 21.7 21.2 13.3 12.4 23.8 21.3

Other receivables 31.6 27.6 24.3 50.4 41.7 65.8

Prepayments 28.4 22.4 15.0 18.8 43.2 69.5

Current operating assest 1,084.3 1,054.2 982.5 1,288.9 1,126.5 1,362.1

Total operating assets 2,236.3 2,216.0 2,230.6 2,639.6 2,521.3 2,678.6

Operating liabilities

Deferred tax 4.8 6.2 8.1 15.4 13.8 7.7

Provisions 78.1 78.2 81.5 86.2 57.9 39.8

Other non-current liabilities 6.7 6.9 0.9 0.9 3.1 1.9

Non-current operating liabilities 89.6 91.3 90.5 102.5 74.8 49.4

Provisions 65.7 52.7 56.4 54.8 39.4 28.8

Trade payables 188.3 259.4 199.8 384.8 295.3 434.0

Payables to associates

Corporation tax payable 21.2 20.0 21.7 27.8 25.5 18.1

Other liabilities 324.6 289.9 303.9 259.9 226.9 215.8

Deferred income 22.2 6.5 15.0 19.2 23.1 33.9

Current operating liabilities 622.0 628.5 596.8 746.5 610.2 730.6

Total operating liabilities 711.6 719.8 687.3 849.0 685.0 780.0

Financial liabilities

Pensions 7.0 7.8 9.0 9.8 12.4 13.3

Mortage loans 230.3 225.8 219.5 212.9 206.1 197.8

Loans from banks etc. 95.7 52.8

Non-current financial liabilities 333.0 286.4 228.5 222.7 218.5 211.1

Mortgage loans 6.5 4.6 6.4 6.6 6.8 8.2

Loans from banks 32.6 42.8 150.0 150.0 220.0

Other loans

Overdraft facilities 13.0 11.9 47.7 37.8 56.2 68.5

Current financial liabilities 52.1 59.3 54.1 194.4 213.0 296.7

Total financial liabilities 385.1 345.7 282.6 417.1 431.5 507.8

Financial assets

Investment property 49.1 45.4 42.7 41.3 40.0 38.6

Other financial receivables 60.4 41.4 40.1 46.6 42.7 44.2

Investments in associates 9.5 5.3 5.7 5.6 7.0 10.2

Non-current financial assets 119.0 92.1 88.5 93.5 89.7 93.0

Cash 258.1 253.6 189.1 159.1 145.9 120.4

Current financial assets 258.1 253.6 189.1 159.1 145.9 120.4

Total financial assets 377.1 345.7 277.6 252.6 235.6 213.4

Invested capital (net operating assets) 1,524.7 1,496.2 1,543.3 1,790.6 1,836.3 1,898.6

Net interest bearing debt 127.0 92.1 93.5 258.0 285.6 387.4

Total equity 1516.7 1496.2 1538.3 1626 1640.2 1604.3

Total assets 2,613.4 2,561.7 2,508.2 2,892.2 2,756.9 2,892.0

Total liabilities 1,096.7 1,065.5 969.9 1,266.1 1,116.5 1,287.8
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B&O Operations 

 

 

Income Statement (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Revenue 1875.9 2112.9 2320.1 2656.8 2502.9 2653.2

Total revenue 1,875.9 2,112.9 2,320.1 2,656.8 2,502.9 2,653.2

Production costs 1,494.8 1,618.0 1,780.3 2,103.3 1,990.9 2,086.2

SG&A expenses 46.4 45.0 49.2 67.0 35.8 109.0

Total staff cost 269.0 281.6 269.7 274.9 248.6 219.5

Total operating cost 1,810.2 1,944.6 2,099.2 2,445.2 2,275.3 2,414.7

EBITDA 65.7 168.3 220.9 211.6 227.6 238.5

Depreciation, amortisation and impairment (tangible assets) 78.3 70.8 62.7 62.3 67.6 62.2

Depreciation, amortisation and impairment (intangible assets) 0.1 0.0 0.0 0.1 0.0 0.0

Operating profit (EBIT) -12.7 97.5 158.2 149.2 160.0 176.3

Tax on operations -5.9 20.1 35.9 21.1 690.3 28.9

NOPAT -6.8 77.4 122.3 128.1 -530.3 147.4

Interest income 16.1 6.3 6.1 9.2 11.2 14.4

Other financial income 0.6 0.1 0.0 0.2 0.2 0.3

Interest cost 66.0 27.8 21.2 17.3 14.6 21.4

Other financial expenses 0.1 0.1 0.2 0.5 0.9 0.0

Equity in Earnings of Affiliates 25.1 10.9 13.2 132.9 1.8 0.0

Exchange rate losses or gains, net 12.9 -37.8 -31.5 -8.6 -3.7 -4.0

Net financial -11.4 -48.4 -33.6 115.9 -6.0 -10.7

Tax shield -5.3 -10.0 -7.6 16.4 -25.9 -1.8

Net financials after tax -6.1 -38.4 -26.0 99.5 19.9 -8.9

Net income -12.9 39.0 96.3 227.6 -510.4 138.5

Extraordinary income (cost) -145.1 145.1

Tax on extraordinary -626.0 23.8

P/L after extraordinary -12.9 39.0 96.3 227.6 -29.5 259.8

Minority interest, net

Equity in Earnings of Affiliates (not taxable)

P/L after extraordinary and minority -12.9 39.0 96.3 227.6 -29.5 259.8
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Balance Sheet (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Operating assets

Net Property, Plant & Equipment 259.1 238.9 216.6 231.6 216.5 150.1

Long-Term Note Receivable

Intangible Assets 0.2 0.1

Deferred Tax Assets 14.7 4.6 25.4 34.1 72.6 66.6

Goodwill

Tangible Other Assets

Non-current operating assets 273.8                243.5                242.2                265.8                289.1                216.7                

Inventories 451.3                455.0                452.3                521.1                407.4                386.4                

Accounts Receivables, Net 31.3                  66.6                  73.2                  69.1                  65.5                  82.8                  

Other receivables 336.1                332.4                343.5                604.9                968.8                1,478.6             

Other Current Assets 10.4                  4.2                    1.1                    13.7                  9.8                    44.2                  

Current operating assest 829.1                858.2                870.1                1,208.8             1,451.5             1,992.0             

Total operating assets 1,102.9           1,101.7           1,112.3           1,474.6           1,740.6           2,208.7           

Operating liabilities

Provision for Risks & Charges 25.1                  18.4                  16.8                  17.3                  10.1                  6.3                    

Deferred Tax Liabilities

Other Liabilities

Non-current operating liabilities 25.1                  18.4                  16.8                  17.3                  10.1                  6.3                    

Accounts Payable 111.2                170.3                135.1                246.2                133.7                187.6                

Income Tax Payable 49.1                  27.3                  56.4                  45.5                  

Accrued Payroll

Other Current Liabilities 152.1                166.7                110.5                104.4                70.1 73.5

Current operating liabilities 263.3                337.0                294.7                377.9                260.2                306.6                

Total operating liabilities 288.4              355.4              311.5              395.2              270.3              312.9              

Financial liabilities

Long-Term Debt

Non-current financial liabilities -                   -                   -                   -                   -                   -                   

ST Debt & Curr. Portion LT Debt 1,100.8             993.6                951.8                998.0                1,276.5             1,589.8             

Current financial liabilities 1,100.8             993.6                951.8                998.0                1,276.5             1,589.8             

Total financial liabilities 1,100.8           993.6              951.8              998.0              1,276.5           1,589.8           

Financial assets

Total Investments and Advances 611.3                611.3                611.3                611.9                466.8                611.9                

Non-current financial assets 611.3                611.3                611.3                611.9                466.8                611.9                

Cash 0.8                    0.8                    0.3                    

Total Short Term Investments

Current financial assets -                   -                   -                   0.8                    0.8                    0.3                    

Total financial assets 611.3              611.3              611.3              612.7              467.6              612.2              

Invested capital (net operating assets) 814.5              746.3              800.8              1,079.4           1,470.3           1,895.8           

Net interest bearing debt 1,100.8           993.6              951.8              997.2              1,275.7           1,589.5           

Total equity 325.0              364.0              460.3              694.1              661.4              918.2              

Total assets 1,714.2           1,713.0           1,723.6           2,087.3           2,208.2           2,820.9           

Total liabilities 1,714.2           1,713.0           1,723.6           2,087.3           2,208.2           2,820.9           
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B&O Icepower 

Income statement (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Revenue 85.0 79.9 101.5 122.19 89.289 102.075

Total revenue 85.0 79.9 101.5 122.2 89.3 102.1

Production costs 35.9 36.5 49.3 61.6 42.0 48.5

SG&A expenses 13.2 11.2 9.1 9.9 3.0 1.0

Total staff cost 19.7 16.0 16.9 15.4 15.514 17.996

Total operating cost 68.8 63.7 75.3 86.9 60.5 67.5

EBITDA 16.2 16.2 26.2 35.3 28.8 34.6

Depreciation, amortisation and impairment (tangible assets) 0.860 0.960 1.138 1.082 1.818 0.804

Depreciation, amortisation and impairment (intangible assets) 3.802 3.892 4.700 3.601 12.963 2.486

Operating profit (EBIT) 11.5 11.4 20.3 30.6 14.0 31.3

Tax on operations 3.02 2.84 7.10 7.83 3.54 8.20

NOPAT 8.5 8.5 13.2 22.8 10.4 23.1

Interest income 1.4 0.8 1.0 1.3 1.1 1.3

Other financial income 0.1 0.1 0.0 0.1 0.1 0.0

Interest cost 0.1 0.0 0.0 0.1 0.1 0.1

Other financial expenses 0.1 0.1 0.2 0.1 0.1 0.1

Exchange rate losses or gains, net -2.6 4.6 -1.4 0.2 -1.3 0.8

Equity in Earnings of Affiliates -0.1 0.0 0.0 0.0 0.0 0.3

Net financial -1.4 5.4 -0.6 1.5 -0.2 2.3

Tax shield -0.4 1.3 -0.2 0.4 0.0 0.6

Net financials after tax -1.0 4.0 -0.4 1.1 -0.1 1.7

Net income 7.5 12.5 12.8 23.9 10.3 24.8
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Balance Sheet (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Operating assets

Completed development projects 9.33 12.60 7.92 4.32 2.11 5.38

Development projects in progress 11.23 9.13 15.40 21.76 18.89 22.93

Acquired rights 0.07 0.02 0.00 0.00 0.00 0.00

Plant and machinery 1.09 0.58 0.37 1.03 0.75 0.60

Other equipment 2.08 3.25 3.13 2.57 1.91 1.42

Leasehold improvements 0.51 0.46 0.28 0.12 0.00 0.00

Tangible assets in course of construction and prepayments of tangible assets 1.09 0.30 0.95 0.78 0.50 1.06

Insvestments in associates 0.14 0.14 0.14 0.14 0.14 0.14

Deferred tax assets 4.42 0.33 0.00 0.00 4.19 2.66

Non-current operating assets 30 27 28 31 28 34

Inventories 16.73 3.17 6.08 5.13 6.62 9.05

Accounts Receivables, Net 44.33 41.94 58.72 86.40 89.95 115.34

Current operating assest 61 45 65 92 97 124

Total operating assets 91 72 93 122 125 159

Operating liabilities

Deferred tax 0.000 0.000 2.362 0.450 0.000 0.000

Provision 0.173 0.176 0.221 0.292 0.154 0.168

Non-current operating liabilities 0 0 3 1 0 0

Provisions 0.448 0.391 0.333 0.371 0.215 0.136

Trade payables 4.053 4.952 6.428 10.941 4.588 9.932

Payables to associates 1.444 1.375 2.082 2.827 5.753 7.142

Tax payables 1.260 0.000 3.585 7.756 5.517 6.461

Other liabilities 5.184 4.598 5.268 4.354 3.401 3.739

Prepayments 1.787 1.230 0.672 0.114 0.000 0.000

Current operating liabilities 14 13 18 26 19 27

Total operating liabilities 14 13 21 27 20 28

Financial liabilities

Long-Term Debt

Non-current financial liabilities 0 0 0 0 0 0

ST Debt & Curr. Portion LT Debt

Current financial liabilities 0 0 0

Total financial liabilities 0 0 0 0 0 0

Financial assets

Total Investments and Advances

Non-current financial assets 0 0 0 0 0 0

Cash 0 0 0 0.7560 0.760 0

Current financial assets 0 0 0 0.756 0.760 0

Total financial assets 0 0 0 1 1 0

Invested capital (net operating assets) 77 59 72 95 105 131

Net interest bearing debt 0 0 0 -1 -1 0

Total equity 77 59 72 96 106 131

Total assets 91 72 93 123.018 126 159

Total liabilities 14 13 21 27 20 28
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B&O Play 

 

Income statement (mDKK) 2011/2012 2012/2013 2013/2014

Revenue 199.1 331.9 332.4

Total revenue 199.1 331.9 332.4

Production costs 179.3 292.2 281.1

SG&A expenses 14.4 23.0 29.4

Total staff cost 3.7 10.2 15.3

Total operating cost 197.4 325.3 325.7

EBITDA 1.713 6.6 6.6

Depreciation, amortisation and impairment (tangible assets) 0.0 0.0 0.0

Depreciation, amortisation and impairment (intangible assets) 0.0 0.0 0.0

Operating profit (EBIT) 1.7 6.6 6.6

Tax on operations 0.49 1.7 1.8

NOPAT 1.2 5.0 4.8

Interest income 0.0 0.0 6.3

Other financial income 0.0 0.0 0.0

Interest cost 0.1 3.4 7.2

Other financial expenses 0.0 0.1 0.5

Exchange rate losses or gains, net -1.7 4.6 -0.8

Net financial -1.7 1.1 -2.3

Tax shield -0.491 0.3 -0.6

Net financials after tax -1.2286 0.8 -1.7

Net income 0.0 5.8 3.2
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Balance Sheet (mDKK) 2011/2012 2012/2013 2013/2014

Operating assets

Deferred Tax Assets 0.0 1.3 0.3

Non-current operating assets 0.0 1.3 0.3

Inventories 0.0 2.9 0.1

Accounts Receivables, Net 230.3 672.2 256.7

Current operating assest 230.3 675.1 256.8

Total operating assets 230.3 676.4 257.1

Operating liabilities

Provision 0.1 0.3 0.6

Non-current operating liabilities 0.1 0.3 0.6

Provisions 0.1 0.2 0.4

Trade payables 33.6 25.3 30.2

Income Tax Payable 0.0 3.1 1.1

Miscellaneous Current Liabilities 0.6 2.4 3.7

Current operating liabilities 34.3 31.0 35.4

Total operating liabilities 34.4 31.2 36.0

Financial liabilities

Long-Term Debt

Non-current financial liabilities 0.0 0.0 0.0

ST Debt & Curr. Portion LT Debt 189.6 632.8 204.7

Current financial liabilities 189.6 632.8 204.7

Total financial liabilities 189.6 632.8 204.7

Financial assets

Total Investments and Advances

Non-current financial assets 0.0 0.0 0.0

Cash 1.2 1.0 0.0

Current financial assets 1.2 1.0 0.0

Total financial assets 1.2 1.0 0.0

Invested capital (net operating assets) 195.9 645.1 221.2

Net interest bearing debt 188.4 631.8 204.7

Total equity 7,495.0 13,312.0 16,493.0

Total assets 231.5 677.4 257.1

Total liabilities 224.0 664.1 240.6
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Harman International 

 

 

Income statement (mDKK) 2009 2010 2011 2012 2013 2014

Revenue 15,758 18,069 20,653 24,290 24,790 29,423

Total revenue 15,757.6 18,069.2 20,653.2 24,290.3 24,789.8 29,423.5

Production cost 11,220.7 12,603.6 14,354.3 17,112.3 17,777.4 20,552.6

SG&A expenses 4,159.8 4,025.3 4,368.8 4,858.0 4,839.5 5,722.6

Total operating cost 15,380.5 16,628.8 18,723.1 21,970.3 22,616.8 26,275.1

EBITDA 377.1 1,440.4 1,930.1 2,320.0 2,173.0 3,148.3

Depreciation, amortisation and impairment (tangible assets) 803.7 685.6 632.4 612.8 666.8 655.2

Depreciation, amortisation and impairment (intangible assets) 42.5 67.5 72.5 72.8

Operating profit (EBIT) -426.6 754.8 1,255.2 1,639.7 1,433.7 2,420.4

Tax on operations -80.4 132.4 190.4 -429.4 261.0 571.7

NOPAT -346.2 622.4 1,064.8 2,069.1 1,172.7 1,848.7

Interest income 45.8 19.3 54.2 38.4 13.8 11.6

Other financial income 1.2 30.5 91.6

Interest cost 103.8 210.1 210.1 182.2 111.1 89.8

Other financial expenses 5.2 97.1 155.5

Exchange rate losses or gains, net

Net financial -56.8 -195.9 -253.0 -113.2 -5.6 -233.8

Tax shield -10.7 -34.4 -38.4 29.6 -1.0 -55.2

Net financials after tax -46.1 -161.5 -214.6 -142.9 -4.6 -178.5

Net income -392.3 460.8 850.2 1,926.3 1,168.0 1,670.1

Extraordinary cost 2,349.2 295.3 125.1 73.0 422.9 495.5

Tax on extraordinary -442.5 -51.8 -19.0 19.1 -77.0 -117.1

P/L after extraordinary -2,299.0 217.3 744.1 1,834.2 822.2 1,291.6

Minority interest, net 4.1 28.4 0.0 0.0 0.0 -0.6

Equity in Earnings of Affiliates (not taxed) 0.0 0.0 0.0 0.0 -0.8 -1.1

P/L after extraordinary and minority -2,303.1 188.9 744.1 1,834.2 821.4 1,291.1
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Balance Sheet (mDKK) 2009 2010 2011 2012 2013 2014

Operating assets

Net Property, Plant & Equipment 2,753.3 2,566.0 2,419.5 2,520.4 2,439.8 2,776.3

Long-Term Note Receivable 0.0 0.0 0.0 0.0 0.0 0.0

Intangible Assets 434.7 644.1 614.0 1,059.2 1,344.7 3,936.8

Deferred Tax Assets 1,553.3 1,505.8 1,183.0 1,808.8 1,496.2 928.7

Deferred Charges 0.0 0.0 0.0 28.1 0.0 0.0

Tangible Other Assets 471.4 649.3 631.5 711.2 1,239.2 1,391.4

Non-current operating assets 5,212.7 5,365.2 4,848.0 6,127.8 6,519.9 9,033.1

Inventories 1,847.6 2,182.7 2,246.3 2,657.3 3,298.5 3,743.2

Accounts Receivables, Net 2,207.8 3,144.6 2,980.1 3,414.4 4,147.0 4,871.2

Other receivables 0.0 0.0 0.0 0.0 0.0 0.0

Miscellaneous Current Assets 828.9 926.8 879.9 1,519.9 1,877.8 1,595.9

Current operating assest 4,884.3 6,254.1 6,106.3 7,591.5 9,323.3 10,210.2

Total operating assets 10,097.0 11,619.3 10,954.3 13,719.3 15,843.1 19,243.4

Operating liabilities

Provision for Risks & Charges 0.0 0.0 0.0 984.8 962.2 1,094.8

Deferred Tax Liabilities 0.0 28.6 2.1 0.0 73.4 102.4

Non-current operating liabilities 0.0 28.6 2.1 984.8 1,035.7 1,197.1

Accounts Payable 1,281.7 2,329.1 2,435.9 2,962.5 2,857.9 3,798.3

Income Tax Payable 117.1 24.0 66.8 89.5 77.0 144.5

Accrued Payroll

Miscellaneous Current Liabilities 2,545.5 2,813.2 2,875.5 2,725.8 3,047.6 3,932.5

Current operating liabilities 3,944.3 5,166.2 5,378.2 5,777.7 5,982.5 7,875.3

Total operating liabilities 3,944.3 5,194.8 5,380.3 6,762.5 7,018.2 9,072.5

Financial liabilities

Long-Term Debt 3,338.7 2,213.0 1,946.7 0.0 1,463.5 2,828.3

Other Liabilities 771.7 1,151.0 1,072.4 526.4 446.3 586.2

Non-current financial liabilities 4,110.4 3,364.0 3,019.1 526.4 1,909.7 3,414.5

ST Debt & Curr. Portion LT Debt 3.2 84.7 11.2 2,317.7 200.4 214.3

Current financial liabilities 3.2 84.7 11.2 2,317.7 200.4 214.3

Total financial liabilities 4,113.7 3,448.8 3,030.3 2,844.1 2,110.2 3,628.8

Financial assets

Total Investments and Advances 0.0 0.0 41.2 42.2 59.7 42.5

Non-current financial assets 0.0 0.0 41.2 42.2 59.7 42.5

Cash 3,135.4 3,925.9 3,106.8 3,616.6 2,606.6 3,165.4

Total Short Term Investments 1,632.5 1,189.3 57.4 13.5

Current financial assets 3,135.4 3,925.9 4,739.3 4,805.9 2,664.0 3,178.8

Total financial assets 3,135.4 3,925.9 4,780.4 4,848.1 2,723.7 3,221.3

Invested capital (net operating assets) 6,152.6 6,424.5 5,574.0 6,956.8 8,825.0 10,170.9

Net interest bearing debt 978.2 -477.2 -1,750.1 -2,004.0 -613.5 407.5

Total equity 5,170.2 6,901.7 7,324.2 8,960.8 9,438.5 9,760.9

Total assets 13,232.4 15,545.2 15,734.7 18,567.4 18,566.8 22,464.7

Total liabilities 8,058.0 8,643.6 8,410.6 9,606.6 9,128.3 12,701.3
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Income statement (mDKK) 2009 2010 2011 2012

Revenue 2,412.2 2,288.5 2,043.5 1,861.2

Total revenue 2,412.2 2,288.5 2,043.5 1,861.2

Production costs 1,595.1 1,644.8 1,444.2 1,332.8

SG&A expenses 578.2 536.7 511.2 416.4

Other expenses 13.5 22.0 23.8 44.1

Wages and saleries etc.

Total staff cost 0.0 0.0 0.0 0.0

Total operating cost 2,186.8 2,203.6 1,979.2 1,793.3

EBITDA 225.5 85.0 64.3 67.9

Depreciation, amortisation and impairment (tangible assets) 92.2 99.5 92.5 78.2

Depreciation, amortisation and impairment (intangible assets) 44.6 60.2 66.0 85.8

Operating profit (EBIT) 88.7 -74.8 -94.2 -96.2

Tax on operations 27.5 -4.3 -13.8 35.4

NOPAT 61.2 -70.5 -80.5 -131.6

Interest income 9.8 4.9 3.6 2.5

Other financial income 11.0 26.9 15.2 13.9

Interest cost 7.6 4.4 2.1 12.6

Other financial expenses

Exchange rate losses or gains, net

Net financial 13.3 27.4 16.7 3.8

Tax shield 4.1 1.6 2.4 -1.4

Net financial expenses after tax 9.2 25.8 14.3 5.3

Net income 70.3 -44.6 -66.2 -126.3

Extraordinary cost 14.5 9.9 17.7 150.9

Tax on extraordinary -4.5 -0.6 -2.6 55.6

P/L after extraordinary 60.3 -54.0 -81.3 -332.8

Minority interest, net 0.6 -1.6 -1.4 -1.5

P/L after extraordinary and minority 59.7 -52.4 -79.9 -331.4
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Balance Sheet (mDKK) 2009 2010 2011 2012

Net Property, Plant & Equipment 298.3 277.5 232.5 225.2

Long-Term Note Receivable 3.4 3.9 2.8 1.7

Intangible Assets 48.7 58.8 64.4 78.3

Deferred Tax Assets 134.7 139.6 142.6 61.3

Deferred Charges 0.9 0.5 0.5 0.0

Tangible Other Assets 0.0 0.0 0.0 1.6

Non-current operating assets 486.0 480.3 442.9 368.1

Inventories 379.5 506.4 326.0 373.6

Accounts Receivables, Net 634.9 525.2 525.6 412.8

Other receivables 8.8 16.8 10.1 9.3

Miscellaneous Current Assets 1.4 1.4 1.8 2.4

Current operating assest 1024.7 1049.8 863.5 798.2

Total operating assets 1510.7 1530.1 1306.3 1166.3

Provision for Risks & Charges 427.3 434.1 384.3 344.0

Deferred Tax Liabilities 53.3 57.9 57.1 61.3

Non-current operating liabilities 480.7 492.0 441.5 405.3

Accounts Payable 171.7 165.7 184.2 151.1

Income Tax Payable 34.2 28.7 16.9 13.9

Accrued Payroll 6.3 8.6 10.6 12.6

Miscellaneous Current Liabilities 432.2 372.6 379.9 405.5

Current operating liabilities 644.4 575.6 591.7 583.1

Total operating liabilities 1125.1 1067.6 1033.1 988.3

Financial liabilities

Long-Term Debt 0.7 0.0 0.0 0.0

Other Liabilities 0.0 0.0 0.0 0.0

Non-current financial liabilities 0.7 0.0 0.0

ST Debt & Curr. Portion LT Debt 7.0 0.7 0.0 93.3

Current financial liabilities 7.0 0.7 0.0 93.3

Total financial liabilities 7.7 0.7 0.0 93.3

Financial assets

Total Investments and Advances 11.5 14.5 16.9 19.6

Non-current financial assets 11.5 14.5 16.9 19.6

Cash 0.0 0.0 0.0 0.0

Total Short Term Investments 272.5 120.9 248.5 80.6

Current financial assets 273.9 122.2 250.2 83.0

Total financial assets 285.5 136.7 267.1 102.6

Invested capital (net operating assets) 385.6 462.5 273.2 178.0

Net interest bearing debt -277.8 -136.0 -267.1 -9.4

Total equity 652.1 592.5 535.2 183.1

Total assets 1796.2 1666.9 1573.5 1269.0

Total liabilities 1132.8 1068.3 1033.1 1081.6
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Panasonic 

 

  

Income statement (mDKK) 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14

Revenue 407,399.2 421,201.3 572,720.6 537,850.0 510,085.6 430,051.7

Total revenue 407,399.2 421,201.3 572,720.6 537,850.0 510,085.6 430,051.7

Production costs 278,182.3 286,335.2 396,756.7 378,829.2 355,108.7 294,887.8

SG&A expenses 79,084.0 80,036.7 96,880.6 97,185.9 85,211.5 73,027.0

R&D expenses 27,171.1 27,079.1 34,774.2 35,660.3 35,078.1 26,616.0

Wages and saleries etc.

Total staff cost 0.0 0.0 0.0 0.0 0.0 0.0

Total operating cost 384,437.4 393,451.0 528,411.5 511,675.4 475,398.3 394,530.9

EBITDA 22,961.8 27,750.2 44,309.1 26,174.5 34,687.4 35,520.8

Depreciation, amortisation and impairment (tangible assets) 17,097.7 14,299.7 18,727.5 17,763.4 19,387.9 15,497.2

Depreciation, amortisation and impairment (intangible assets) 2,041.0 2,636.4 5,469.7 5,413.8 4,315.4 2,906.7

Operating profit (EBIT) 3,823.1 10,814.1 20,111.8 2,997.3 10,984.1 17,116.9

Tax on operations 373.3 52,321.4 -11,586.3 36.0 10,606.0 -7,442.3

NOPAT 3,449.8 -41,507.2 31,698.1 2,961.3 378.1 24,559.2

Interest income 1,231.7 701.1 763.8 917.7 651.4 591.0

Other financial income 571.1 4,108.6

Interest cost 1,017.0 1,460.3 1,813.4 1,947.1 1,788.1 1,218.0

Other financial expenses 37.6 3,709.1 5,299.0 6,836.8

Share of profit in affiliates 847.2 27.3 645.7 443.3 551.2 282.7

Net financial 1,024.3 -4,441.0 167.2 -5,885.1 -7,422.4 3,764.2

Tax shield -100.0 21,486.5 96.3 70.7 7,166.9 1,636.7

Net financial expenses after tax 1,124.3 -25,927.4 70.9 -5,955.8 -14,589.4 2,127.6

Net income 4,574.1 -67,434.7 31,769.0 -2,994.5 -14,211.3 26,686.7

Extraordinary cost 24,074.2 8,010.4 7,852.5 52,388.5 30,836.0 9,135.0

Tax on extraordinary 2,350.5 38,756.2 -4,523.8 629.5 29,774.6 3,971.8

P/L after extraordinary -21,850.5 -114,201.3 28,440.3 -56,012.5 -74,821.8 13,579.9

Minority interest, net -1,305.4 -3,815.8 763.0 -3,014.2 -1,461.0 66.9

P/L after extraordinary and minority -20,545.1 -110,385.5 27,677.3 -52,998.3 -73,360.8 13,513.0
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Balance Sheet (mDKK) 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14

Net Property, Plant & Equipment 89,445.8 115,173.7 119,390.6 117,730.8 103,454.0 74,978.5

Intangible Assets 30,187.9 89,963.3 93,033.3 74,887.9 45,394.4 35,508.6

Deferred Tax Assets 31,101.0 21,104.1 20,915.0 22,996.1 8,601.8 6,579.5

Tangible Other Assets 31,268.9 25,399.2 26,151.4 27,539.7 13,347.6 9,819.3

Non-current operating assets 182,003.5 251,640.3 259,490.3 243,154.6 170,797.9 126,885.9

Inventories 43,798.3 53,797.0 56,828.0 56,362.1 48,585.9 39,485.7

Accounts Receivables, Net 43,738.7 68,965.6 66,050.2 67,532.0 57,089.5 52,008.7

Other current operating assets 27,735.0 30,571.3 32,128.3 31,871.5 17,581.0 16,941.5

Current operating assest 115,272.1 153,333.9 155,006.5 155,765.7 123,256.4 108,436.0

Total operating assets 297,275.6 404,974.2 414,496.8 398,920.3 294,054.2 235,321.9

Operating liabilities

Provision for Risks & Charges

Deferred Tax Liabilities

Other Liabilities 30,613.5 49,077.4 54,975.2 54,458.1 51,330.3 33,207.5

Non-current operating liabilities 30,613.5 49,077.4 54,975.2 54,458.1 51,330.3 33,207.5

Accounts Payable 35,274.0 59,167.2 59,980.3 55,059.2 46,498.2 46,997.5

Income Tax Payable 1,551.0 2,392.0 2,781.8 2,534.9 2,270.4 2,604.8

Accrued Payroll

Miscellaneous Current Liabilities 71,434.5 86,634.0 90,275.5 94,851.1 82,066.0 74,171.6

Current operating liabilities 108,259.4 148,193.2 153,037.6 152,445.2 130,834.6 123,773.9

Total operating liabilities 138,872.9 197,270.7 208,012.8 206,903.2 182,164.8 156,981.4

Long-Term Debt 36,992.5 60,585.0 73,682.1 63,931.4 40,944.4 29,317.8

Non-current financial liabilities 36,992.5 60,585.0 73,682.1 63,931.4 40,944.4 29,317.8

ST Debt & Curr. Portion LT Debt 5,359.1 17,609.4 27,448.5 43,028.4 29,657.7 4,457.2

Current financial liabilities 5,359.1 17,609.4 27,448.5 43,028.4 29,657.7 4,457.2

Total financial liabilities 42,351.6 78,194.3 101,130.6 106,959.8 70,602.1 33,775.0

Total Investments and Advances 31,337.9 37,493.6 36,112.5 30,675.6 17,102.8 14,296.9

Non-current financial assets 236.9 16,389.5 15,197.5 7,679.4 8,500.9 7,717.4

Cash 66,177.3 70,772.4 66,229.2 41,509.2 30,747.7 31,163.7

Total Short Term Investments

Miscellaneous Current Assets

Current financial assets 66,177.3 70,772.4 66,229.2 41,509.2 30,747.7 31,163.7

Total financial assets 66,414.2 87,161.9 81,426.8 49,188.7 39,248.7 38,881.1

Invested capital (net operating assets) 158,402.7 207,703.5 206,484.0 192,017.1 111,889.4 78,340.4

Net interest bearing debt -24,062.6 -8,967.6 19,703.8 57,771.1 31,353.4 -5,106.0

Total equity 182,465.3 216,671.1 186,780.1 134,246.0 80,536.0 83,446.5

Total assets 363,689.8 492,136.1 495,923.5 448,109.0 333,302.9 274,202.9

Total liabilities 181,224.5 275,465.0 309,143.4 313,863.0 252,767.0 190,756.5
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Income statement (mDKK) 2009 2010 2011 2012 2013 2014

Revenue 572,043.8 752,578.0 797,892.1 1,034,434.2 1,173,475.9 1,100,871.0

Total revenue 572,043.8 752,578.0 797,892.1 1,034,434.2 1,173,475.9 1,100,871.0

Production costs 351,880.8 447,035.2 483,244.3 579,485.5 632,293.1 600,151.4

SG&A expenses 127,380.8 169,269.8 174,256.2 225,168.8 268,044.9 270,736.7

Other expenses 622.3 3,838.1 5,866.3 0.0 0.0 0.0

Wages and saleries etc.

Total staff cost 0.0 0.0 0.0 0.0 0.0 0.0

Total operating cost 479,883.9 620,143.1 663,366.9 804,654.3 900,338.1 870,888.1

EBITDA 92,159.9 132,434.9 134,525.2 229,779.9 273,137.8 229,983.0

Depreciation, amortisation and impairment (tangible assets) 45,198.9 52,793.6 62,545.7 76,308.3 79,380.3 90,277.5

Depreciation, amortisation and impairment (intangible assets) 1,537.5 2,659.9 3,180.8 4,048.0 5,005.0 6,104.2

Operating profit (EBIT) 45,423.6 76,981.4 68,798.6 149,423.6 188,752.6 133,601.2

Tax on operations 9,057.6 12,673.7 14,951.4 31,351.9 39,333.3 21,742.4

NOPAT 36,365.9 64,307.7 53,847.2 118,071.7 149,419.3 111,858.8

Interest income 1,514.9 2,716.3 3,412.3 4,348.7 6,935.4 9,787.8

Other financial income 6,048.3 8,389.0 1,280.3 2,489.7 7,246.9

Interest cost 2,246.2 2,828.1 3,114.8 3,081.2 2,615.2 3,165.5

Other financial expenses 750.9

Equity in Earnings of Affiliates 7,189.4 11,033.8 0.0 0.0 0.0 0.0

Net financial 5,707.1 16,970.3 8,686.4 2,547.8 6,809.9 13,869.1

Tax shield 1,138.0 2,793.9 1,887.8 534.6 1,419.1 2,257.1

Net financials after tax 4,569.1 14,176.5 6,798.7 2,013.3 5,390.8 11,612.0

Net income 40,935.0 78,484.2 60,645.9 120,084.9 154,810.1 123,470.8

Extraordinary income (cost) -27.9 -119.9 1,276.0 3,169.9 1,292.8 482.6

Tax on extraordinary -5.6 -19.7 277.3 665.1 269.4 78.5

P/L after extraordinary 40,968.5 78,623.8 59,092.6 116,250.0 153,247.9 122,909.7

Minority interest, net 792.9 1,691.2 1,812.8 3,394.4 3,353.5 1,664.9

Equity in Earnings of Affiliates (not taxable) 6,766.0 5,074.9 2,586.5 1,828.6

P/L after extraordinary and minority 40,175.6 76,932.6 64,045.9 117,930.4 152,480.9 123,073.4
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Balance Sheet (mDKK) 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14

Net Property, Plant & Equipment 89,445.8 115,173.7 119,390.6 117,730.8 103,454.0 74,978.5

Intangible Assets 30,187.9 89,963.3 93,033.3 74,887.9 45,394.4 35,508.6

Deferred Tax Assets 31,101.0 21,104.1 20,915.0 22,996.1 8,601.8 6,579.5

Tangible Other Assets 31,268.9 25,399.2 26,151.4 27,539.7 13,347.6 9,819.3

Non-current operating assets 182,003.5 251,640.3 259,490.3 243,154.6 170,797.9 126,885.9

Inventories 43,798.3 53,797.0 56,828.0 56,362.1 48,585.9 39,485.7

Accounts Receivables, Net 43,738.7 68,965.6 66,050.2 67,532.0 57,089.5 52,008.7

Other current operating assets 27,735.0 30,571.3 32,128.3 31,871.5 17,581.0 16,941.5

Current operating assest 115,272.1 153,333.9 155,006.5 155,765.7 123,256.4 108,436.0

Total operating assets 297,275.6 404,974.2 414,496.8 398,920.3 294,054.2 235,321.9

Operating liabilities

Provision for Risks & Charges

Deferred Tax Liabilities

Other Liabilities 30,613.5 49,077.4 54,975.2 54,458.1 51,330.3 33,207.5

Non-current operating liabilities 30,613.5 49,077.4 54,975.2 54,458.1 51,330.3 33,207.5

Accounts Payable 35,274.0 59,167.2 59,980.3 55,059.2 46,498.2 46,997.5

Income Tax Payable 1,551.0 2,392.0 2,781.8 2,534.9 2,270.4 2,604.8

Accrued Payroll

Miscellaneous Current Liabilities 71,434.5 86,634.0 90,275.5 94,851.1 82,066.0 74,171.6

Current operating liabilities 108,259.4 148,193.2 153,037.6 152,445.2 130,834.6 123,773.9

Total operating liabilities 138,872.9 197,270.7 208,012.8 206,903.2 182,164.8 156,981.4

Long-Term Debt 36,992.5 60,585.0 73,682.1 63,931.4 40,944.4 29,317.8

Non-current financial liabilities 36,992.5 60,585.0 73,682.1 63,931.4 40,944.4 29,317.8

ST Debt & Curr. Portion LT Debt 5,359.1 17,609.4 27,448.5 43,028.4 29,657.7 4,457.2

Current financial liabilities 5,359.1 17,609.4 27,448.5 43,028.4 29,657.7 4,457.2

Total financial liabilities 42,351.6 78,194.3 101,130.6 106,959.8 70,602.1 33,775.0

Total Investments and Advances 31,337.9 37,493.6 36,112.5 30,675.6 17,102.8 14,296.9

Non-current financial assets 236.9 16,389.5 15,197.5 7,679.4 8,500.9 7,717.4

Cash 66,177.3 70,772.4 66,229.2 41,509.2 30,747.7 31,163.7

Total Short Term Investments

Miscellaneous Current Assets

Current financial assets 66,177.3 70,772.4 66,229.2 41,509.2 30,747.7 31,163.7

Total financial assets 66,414.2 87,161.9 81,426.8 49,188.7 39,248.7 38,881.1

Invested capital (net operating assets) 158,402.7 207,703.5 206,484.0 192,017.1 111,889.4 78,340.4

Net interest bearing debt -24,062.6 -8,967.6 19,703.8 57,771.1 31,353.4 -5,106.0

Total equity 182,465.3 216,671.1 186,780.1 134,246.0 80,536.0 83,446.5

Total assets 363,689.8 492,136.1 495,923.5 448,109.0 333,302.9 274,202.9

Total liabilities 181,224.5 275,465.0 309,143.4 313,863.0 252,767.0 190,756.5
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Income statement (mDKK) 2009 2010 2011 2012 2013 2014

Revenue 149,373.1 156,485.8 199,104.0 168,346.0 173,118.3 162,713.7

Total revenue 149,373.1 156,485.8 199,104.0 168,346.0 173,118.3 162,713.7

Production costs 101,789.1 104,284.0 135,043.5 114,618.1 134,807.6 120,601.8

SG&A expenses 33,971.7 33,662.0 40,115.0 38,353.4 35,253.2 28,967.0

Other expenses 515.9 578.1 821.3 563.8 527.1 0.0

Wages and saleries etc.

Total staff cost 0.0 0.0 0.0 0.0 0.0 0.0

Total operating cost 136,276.7 138,524.1 175,979.8 153,535.3 170,587.9 149,568.9

EBITDA 13,096.5 17,961.7 23,124.3 14,810.7 2,530.4 13,144.8

Depreciation, amortisation and impairment (tangible assets) 16,007.1 15,014.6 17,926.2 17,384.8 12,746.5 7,110.3

Depreciation, amortisation and impairment (intangible assets)

Operating profit (EBIT) -2,910.7 2,947.1 5,198.1 -2,574.2 -10,216.0 6,034.5

Tax on operations -1,125.0 1.0 2,502.8 1,459.0 1,700.1 4,329.6

NOPAT -1,785.7 2,946.2 2,695.3 -4,033.2 -11,916.1 1,704.9

Interest income 279.5 127.1 132.0 101.2 76.5 72.0

Other financial income

Interest cost 479.9 442.6 527.1 592.7 919.9 1,152.1

Other financial expenses 3,940.1 1,216.4 1,599.7 1,675.0 4,262.9 1,708.4

Equity in Earnings of Affiliates -11.4 73.4 216.4 50.5 -91.7 150.5

Net financial -4,151.9 -1,458.5 -1,778.4 -2,115.9 -5,198.0 -2,637.9

Tax shield -1,604.8 -0.5 -856.3 1,199.3 865.0 -1,892.6

Net financials after tax -2,547.1 -1,458.0 -922.1 -3,315.2 -6,063.0 -745.3

Net income -4,332.8 1,488.1 1,773.2 -7,348.3 -17,979.1 959.6

Extraordinary cost 3,647.1 1,140.1 726.3 11,654.0 17,147.1 841.3

Tax on extraordinary -1,409.7 -0.4 -349.7 6,605.4 2,853.5 -603.6

P/L after extraordinary -6,570.2 348.5 1,396.6 -25,607.8 -37,979.7 722.0

Minority interest, net 30.4 98.8 118.3 171.9 110.4 79.4

Equity in Earnings of Affiliates (not taxable)

P/L after extraordinary and minority -6,600.6 249.7 1,278.2 -25,779.6 -38,090.1 642.5
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Balance Sheet (mDKK) 2009 2010 2011 2012 2013 2014

Operating assets

Net Property, Plant & Equipment 58,618.9 60,507.0 61,169.8 59,225.2 34,807.2 27,336.2

Long-Term Note Receivable

Intangible Assets 4,732.6 4,482.7 5,459.4 5,162.0 3,656.1 2,422.1

Deferred Tax Assets

Goodwill

Tangible Other Assets 11,272.4 13,117.2 13,583.0 9,851.5 5,345.0 3,573.7

Non-current operating assets 74,623.8 78,107.0 80,212.3 74,238.7 43,808.3 33,332.0

Inventories 22,718.0 24,215.8 30,813.3 35,807.9 19,185.6 15,523.6

Accounts Receivables, Net 19,341.0 25,606.4 24,726.9 25,185.4 25,870.1 22,762.3

Other receivables 0.0 0.0 11,705.5 0.0 8,599.3 7,467.0

Miscellaneous Current Assets 12,751.6 13,129.3 13,560.4 22,219.5 9,938.7 6,565.5

Current operating assest 54,810.6 62,951.6 80,806.0 83,212.8 63,593.7 52,318.4

Total operating assets 129,434.4 141,058.6 161,018.3 157,451.5 107,402.0 85,650.4

Operating liabilities

Provision for Risks & Charges 324.8 321.6 292.8 407.3 401.4 5,332.7

Deferred Tax Liabilities 0.0 0.0 735.4 1,989.3 867.2 573.5

Other Liabilities 1,161.2 1,358.8 949.8 914.5 897.7 540.4

Non-current operating liabilities 1,486.0 1,680.4 1,977.9 3,311.1 2,166.3 6,446.7

Accounts Payable 25,380.7 32,642.1 33,702.7 26,439.9 22,545.4 19,697.1

Income Tax Payable 0.0 0.0 0.4 1.0 21.2 1,165.2

Accrued Payroll 19,168.6 21,630.4 27,065.4 27,397.1 23,337.9 19,030.9

Miscellaneous Current Liabilities

Current operating liabilities 44,549.3 54,272.5 60,768.5 53,838.0 45,904.5 39,893.2

Total operating liabilities 46,035.4 55,952.9 62,746.4 57,149.1 48,070.8 46,339.9

Financial liabilities

Long-Term Debt 24,090.0 30,497.8 35,495.6 35,921.7 15,456.1 15,796.9

Non-current financial liabilities 24,090.0 30,497.8 35,495.6 35,921.7 15,456.1 15,796.9

ST Debt & Curr. Portion LT Debt 23,037.5 17,793.1 18,215.0 40,594.7 57,061.9 41,722.1

Current financial liabilities 23,037.5 17,793.1 18,215.0 40,594.7 57,061.9 41,722.1

Total financial liabilities 47,127.5 48,290.9 53,710.6 76,516.4 72,518.0 57,519.0

Financial assets

Total Investments and Advances 4,140.1 5,429.6 6,202.0 6,748.1 9,660.8 9,139.0

Non-current financial assets 4,140.1 5,429.6 6,202.0 6,748.1 9,660.8 9,139.0

Cash 19,137.0 20,515.2 15,714.6 13,259.5 11,851.9 19,966.7

Total Short Term Investments 0.0 0.0 0.0 0.0 0.0 0.0

Current financial assets 19,137.0 20,515.2 15,714.6 13,259.5 11,851.9 19,966.7

Total financial assets 23,277.2 25,944.8 21,916.6 20,007.7 21,512.7 29,105.7

Invested capital (net operating assets) 83,399.1 85,105.7 98,271.9 100,302.4 59,331.2 39,310.5

Net interest bearing debt 27,990.4 27,775.7 37,996.0 63,256.9 60,666.1 37,552.3

Total equity 59,548.8 62,759.6 66,477.9 43,793.6 8,325.9 10,897.3

Total assets 152,711.6 167,003.3 182,934.9 177,459.1 128,914.7 114,756.1

Total liabilities 152,711.6 167,003.3 182,934.9 177,459.1 128,914.7 114,756.1
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Sony 

 

 

Income statement (mDKK) 2009 2010 2011 2012 2013 2014

Revenue 149373.1226 156485.8363 199104.0418 168345.9695 173118.3495 162713.7096

Total revenue 149,373.1 156,485.8 199,104.0 168,346.0 173,118.3 162,713.7

Production costs 101,789.1 104,284.0 135,043.5 114,618.1 134,807.6 120,601.8

SG&A expenses 33,971.7 33,662.0 40,115.0 38,353.4 35,253.2 28,967.0

Other expenses 515.9 578.1 821.3 563.8 527.1 0.0

Wages and saleries etc.

Total staff cost 0.0 0.0 0.0 0.0 0.0 0.0

Total operating cost 136,276.7 138,524.1 175,979.8 153,535.3 170,587.9 149,568.9

EBITDA 13,096.5 17,961.7 23,124.3 14,810.7 2,530.4 13,144.8

Depreciation, amortisation and impairment (tangible assets) 16,007.1 15,014.6 17,926.2 17,384.8 12,746.5 7,110.3

Depreciation, amortisation and impairment (intangible assets)

Operating profit (EBIT) -2,910.7 2,947.1 5,198.1 -2,574.2 -10,216.0 6,034.5

Tax on operations -1,125.0 1.0 2,502.8 1,459.0 1,700.1 4,329.6

NOPAT -1,785.7 2,946.2 2,695.3 -4,033.2 -11,916.1 1,704.9

Interest income 279.5 127.1 132.0 101.2 76.5 72.0

Other financial income

Interest cost 479.9 442.6 527.1 592.7 919.9 1,152.1

Other financial expenses 3,940.1 1,216.4 1,599.7 1,675.0 4,262.9 1,708.4

Equity in Earnings of Affiliates -11.4 73.4 216.4 50.5 -91.7 150.5

Net financial -4,151.9 -1,458.5 -1,778.4 -2,115.9 -5,198.0 -2,637.9

Tax shield -1,604.8 -0.5 -856.3 1,199.3 865.0 -1,892.6

Net financials after tax -2,547.1 -1,458.0 -922.1 -3,315.2 -6,063.0 -745.3

Net income -4,332.8 1,488.1 1,773.2 -7,348.3 -17,979.1 959.6

Extraordinary cost 3,647.1 1,140.1 726.3 11,654.0 17,147.1 841.3

Tax on extraordinary -1,409.7 -0.4 -349.7 6,605.4 2,853.5 -603.6

P/L after extraordinary -6,570.2 348.5 1,396.6 -25,607.8 -37,979.7 722.0

Minority interest, net 30.4 98.8 118.3 171.9 110.4 79.4

Equity in Earnings of Affiliates (not taxable)

P/L after extraordinary and minority -6,600.6 249.7 1,278.2 -25,779.6 -38,090.1 642.5
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Balance Sheet (mDKK) 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014

Operating assets

Net Property, Plant & Equipment 66,785.6 59,349.8 58,631.1 63,200.3 53,198.8 39,450.4

Long-Term Note Receivable 0.0 0.0 0.0 2,498.1 0.0 0.0

Intangible Assets 22,511.4 22,311.3 24,794.8 34,193.3 32,572.4 35,539.8

Deferred Tax Assets 20,393.0 23,760.9 15,188.4 6,819.7 6,649.5 5,546.2

Goodwill 25,215.5 25,841.3 29,732.1 39,152.9 39,718.8 36,388.8

Tangible Other Assets 89,641.6 94,688.3 104,148.2 79,626.3 80,350.4 61,445.5

Non-current operating assets 224,547.1 225,951.6 232,494.7 225,490.7 212,489.9 178,370.8

Inventories 46,179.9 38,005.4 44,632.1 47,997.8 43,844.3 38,605.3

Accounts Receivables, Net 48,473.7 52,500.3 47,145.5 52,265.3 47,946.7 45,816.6

Other receivables 0.0 0.0 0.0 13,715.6 9,147.4 9,346.2

Miscellaneous Current Assets 46,937.8 48,559.2 45,683.6 32,716.8 30,125.9 28,571.5

Current operating assest 141,591.4 139,064.9 137,461.3 146,695.6 131,064.3 122,339.7

Total operating assets 366,138.6 365,016.5 369,956.0 372,186.2 343,554.2 300,710.4

Operating liabilities

Provision for Risks & Charges 20,771.0 17,401.1 17,200.1 21,001.8 19,232.5 14,989.0

Deferred Tax Liabilities 10,698.2 13,926.7 19,413.0 19,313.1 23,093.6 21,613.1

Other Liabilities 214,227.2 239,317.3 297,439.4 332,597.5 344,746.0 323,507.4

Non-current operating liabilities 245,696.4 270,645.1 334,052.4 372,912.3 387,072.1 360,109.5

Accounts Payable 90,740.5 107,183.1 114,509.5 124,358.9 35,326.0 37,494.7

Income Tax Payable 1,682.4 1,661.2 7,697.1 5,609.4 5,473.4 5,060.0

Accrued Payroll

Miscellaneous Current Liabilities 98,400.9 113,452.6 129,064.0 149,689.7 210,570.1 189,193.0

Current operating liabilities 190,823.8 222,296.9 251,270.5 279,658.1 251,369.5 231,747.8

Total operating liabilities 436,520.2 492,942.0 585,322.9 652,570.4 638,441.6 591,857.2

Financial liabilities

Long-Term Debt 37,494.4 54,418.8 51,490.9 51,743.3 57,945.8 48,215.6

Non-current financial liabilities 37,494.4 54,418.8 51,490.9 51,743.3 57,945.8 48,215.6

ST Debt & Curr. Portion LT Debt 25,624.3 16,758.1 10,355.5 27,857.1 15,077.7 19,869.8

Current financial liabilities 25,624.3 16,758.1 10,355.5 27,857.1 15,077.7 19,869.8

Total financial liabilities 63,118.7 71,176.9 61,846.4 79,600.4 73,023.5 68,085.4

Financial assets

Total Investments and Advances 272,536.9 312,036.9 373,559.9 428,994.5 439,551.8 407,004.7

Non-current financial assets 272,536.9 312,036.9 373,559.9 428,994.5 439,551.8 407,004.7

Cash 37,530.9 70,163.8 64,307.7 60,727.8 51,026.0 55,044.0

Total Short Term Investments 26,519.3 34,121.5 41,920.7 47,480.1 43,075.1 43,792.9

Current financial assets 64,050.2 104,285.3 106,228.4 108,207.9 94,101.0 98,836.9

Total financial assets 336,587.1 416,322.3 479,788.3 537,202.4 533,652.9 505,841.6

Invested capital (net operating assets) -70,381.7 -127,925.5 -215,366.9 -280,384.1 -294,887.5 -291,146.8

Net interest bearing debt -931.4 -33,108.4 -44,382.1 -28,607.5 -21,077.5 -30,751.5

Total equity 182,693.7 193,458.9 187,386.6 170,398.2 165,741.9 146,609.4

Total assets 702,725.7 781,338.8 849,744.3 909,388.6 877,207.0 806,552.0

Total liabilities 682,332.7 757,577.9 834,555.9 902,569.0 877,207.0 806,552.0
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Income statement (mDKK) 2009 2010 2011 2012 2013 2014

Revenue 3,137.5 2,914.3 3,177.3 3,808.2 4,829.6 4,531.5

Total revenue 3,137.5 2,914.3 3,177.3 3,808.2 4,829.6 4,531.5

Production cost 2,632.6 2,360.4 2,499.2 2,744.9 3,427.9 3,222.2

SG&A expenses 543.0 493.3 582.6 756.7 1,054.9 1,096.0

Other operating expenses 0.0 0.0 0.0 0.0 0.0 0.0

Total operating cost 3,175.6 2,853.7 3,081.8 3,501.6 4,482.8 4,318.3

EBITDA -38.2 60.6 95.5 306.6 346.8 213.2

Depreciation, amortisation and impairment (tangible assets) 29.4 30.2 31.5 32.9 61.6 57.4

Depreciation, amortisation and impairment (intangible assets) 8.5 10.5 12.9 22.5 33.5 33.2

Operating profit (EBIT) -76.1 19.9 51.0 251.1 251.7 122.7

Tax on operations 20.5 -20.2 -43.0 85.5 92.9 -0.3

NOPAT -96.6 40.1 94.0 165.6 158.8 122.9

Interest income 6.6 0.0 8.2 4.0 4.0 3.9

Equity in Earnings of Affiliates 8.8 16.4 21.7 28.2 34.0

Other financial income 9.9 19.0 6.0 11.7 12.0

Interest cost 9.5 8.2 14.9 30.3 47.9 41.4

Other financial expenses -15.2

Exchange rate losses or gains, net

Net financial 12.3 10.5 28.7 1.4 -4.0 8.4

Tax shield -3.3 -10.6 -24.2 0.5 -1.5 0.0

Net financials after tax 15.7 21.1 53.0 0.9 -2.5 8.4

Net income -80.9 61.2 147.0 166.6 156.2 131.3

Extraordinary cost 201.9 -28.7 9.1 43.1 41.6 280.2

Tax on extraordinary -54.4 29.1 -7.6 14.7 15.4 -0.6

P/L after extraordinary -228.5 60.7 145.5 108.8 99.3 -148.3

Minority interest, net 0.0 0.0 0.0 0.0 0.0 0.0

P/L after extraordinary and minority -228.5 60.7 145.5 108.8 99.3 -148.3
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 Source: (FactSet, 2015) 

Balance Sheet (mDKK) 2009 2010 2011 2012 2013 2014

Operating assets

Net Property, Plant & Equipment 116.8 120.8 105.6 176.6 434.6 449.7

Intangible Assets 519.3 570.5 575.2 1,460.1 2,007.9 1,579.1

Deferred Tax Assets 0.0 0.0 0.0 4.4 5.3 4.1

Deferred Charges 0.0 0.0 0.0 0.0 19.4 7.9

Tangible Other Assets 9.2 12.1 8.8 21.0 47.5 48.0

Non-current operating assets 645.2 703.4 689.7 1,662.2 2,514.7 2,088.6

Inventories 735.0 560.2 613.3 719.8 907.3 779.9

Accounts Receivables, Net 615.3 715.9 628.5 814.7 870.3 794.5

Other receivables 0.0 97.5 0.0 3.9 59.3 26.5

Miscellaneous Current Assets 179.0 59.8 65.6 92.8 87.7 102.4

Current operating assest 1,529.4 1,433.3 1,307.4 1,631.2 1,924.6 1,703.3

Total operating assets 2,174.6 2,136.7 1,997.1 3,293.4 4,439.3 3,792.0

Operating liabilities

Provision for Risks & Charges 0.0 0.0 0.0 0.0 0.0 59.8

Deferred Tax Liabilities 27.3 46.4 26.6 190.2 250.6 188.9

Non-current operating liabilities 27.3 46.4 26.6 190.2 250.6 248.7

Accounts Payable 245.2 197.0 147.6 243.2 324.5 299.2

Income Tax Payable 24.2 10.5 10.8 33.1 30.1 19.7

Accrued Payroll 16.4 47.2 53.7 120.1 105.6 141.1

Miscellaneous Current Liabilities 220.7 205.4 208.0 273.6 283.2 271.8

Current operating liabilities 506.4 460.1 420.1 669.9 743.4 731.8

Total operating liabilities 533.8 506.5 446.7 860.1 994.0 980.4

Financial liabilities

Long-Term Debt 67.0 66.0 60.7 222.6 882.6 590.8

Other Liabilities 91.3 63.1 52.3 77.7 168.2 111.2

Non-current financial liabilities 158.3 129.1 113.0 300.3 1,050.8 702.0

ST Debt & Curr. Portion LT Debt 16.5 44.5 24.1 20.0 149.3 33.4

Current financial liabilities 16.5 44.5 24.1 20.0 149.3 33.4

Total financial liabilities 174.8 173.7 137.1 320.3 1,200.1 735.4

Financial assets

Total Investments and Advances 122.4 148.1 141.8 155.6 177.3 187.6

Non-current financial assets 122.4 148.1 141.8 155.6 177.3 187.6

Cash 407.7 379.1 532.4 75.6 112.8 57.3

Total Short Term Investments 0.0 0.0 0.0 0.0 0.0 0.0

Current financial assets 407.7 379.1 532.4 75.6 112.8 57.3

Total financial assets 530.1 527.2 674.2 231.2 290.1 244.9

Invested capital (net operating assets) 1,640.8 1,630.2 1,550.4 2,433.3 3,445.2 2,811.6

Net interest bearing debt -355.3 -353.6 -537.1 89.1 910.0 490.5

Total equity 1,997.4 1,986.5 2,121.2 2,344.2 2,535.2 2,321.1

Total assets 2,704.7 2,663.9 2,671.3 3,524.6 4,729.3 4,036.9

Total liabilities 708.6 680.1 583.8 1,180.4 2,194.1 1,715.8
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Appendix 5 – Peers cost and balance sheet indexing 

 

Source: (FactSet, 2015) 

Cost %  of revenue 2008 2009 2010 2011 2012 2013 2014

Production costs 69.23% 71.21% 69.75% 69.50% 70.45% 71.71% 69.85%

SG&A expenses 22.25% 26.40% 22.28% 21.15% 20.00% 19.52% 19.45%

Production costs 65.74% 66.13% 71.87% 70.67% 71.61% N/A N/A

SG&A expenses 21.80% 23.97% 23.45% 25.02% 22.37% N/A N/A

Production costs 66.79% 68.28% 67.98% 69.28% 70.43% 69.62% 68.57%

SG&A expenses 23.95% 26.08% 25.43% 22.99% 24.70% 23.58% 23.17%

Production costs 66.00% 61.51% 59.40% 60.57% 56.02% 53.88% 54.52%

SG&A expenses 18.37% 22.27% 22.49% 21.84% 21.77% 22.84% 24.59%

Production costs 65.86% 68.14% 66.64% 67.83% 68.08% 77.87% 74.12%

SG&A expenses 20.67% 22.74% 21.51% 20.15% 22.78% 20.36% 17.80%

Production costs 81.89% 83.91% 80.99% 78.66% 72.08% 70.98% 71.11%

SG&A expenses 16.39% 17.31% 16.93% 18.34% 19.87% 21.84% 24.19%

Production costs 62.74% 65.33% 62.15% 62.73% 64.38% 62.87% 62.00%

SG&A expenses 25.19% 28.24% 27.40% 26.86% 27.87% 28.39% 27.28%

Production costs 68.32% 69.22% 68.40% 68.46% 67.58% 67.82% 66.69%

SG&A expenses 22.04% 24.95% 23.76% 23.00% 23.25% 22.76% 22.75%

Production costs 67.48% 68.67% 70.81% 70.09% 71.03% 71.71% 69.85%

SG&A expenses 22.03% 25.18% 22.87% 23.08% 21.19% 19.52% 19.45%

Production costs 68.66% 69.44% 67.43% 67.81% 66.20% 67.04% 66.06%

SG&A expenses 20.92% 23.33% 22.75% 22.03% 23.40% 23.40% 23.41%

Panasonic

Sharp

Harman

LOEWE

High-end peers

Medium-end 

peers

Samsung

VOXX

Sony

Mean all
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Source: (FactSet, 2015)  

Invested capital turnover breakdown 2008 2009 2010 2011 2012 2013 2014

Non-current operating assets 102 100 103 93 118 125 173

Inventories 95 100 118 122 144 179 203

Receivables 105 100 142 135 155 188 221

Operating cash 62 100 125 99 115 83 101

Operating liabilities 86 100 132 136 171 178 230

Non-current operating assets 100 100 99 91 76 N/A N/A

Inventories 130 100 133 86 98 N/A N/A

Receivables 101 100 83 83 65 N/A N/A

Operating cash 0 0 0 0 0 N/A N/A

Operating liabilities 111 100 95 92 88 N/A N/A

Non-current operating assets 105 100 138 143 134 94 70

Inventories 85 100 123 130 129 111 90

Receivables 86 100 158 151 154 131 119

Operating cash 66 100 118 112 70 55 56

Operating liabilities 82 100 142 150 149 131 113

Non-current operating assets 85 100 143 169 201 221 259

Inventories 98 100 147 176 211 221 218

Receivables 93 100 123 143 166 169 182

Operating cash 146 100 99 151 206 173 195

Operating liabilities 92 100 122 142 172 198 208

Non-current operating assets 116 100 105 107 99 59 45

Inventories 122 100 107 136 158 84 68

Receivables 102 100 132 128 130 134 118

Operating cash 95 100 107 82 69 62 104

Operating liabilities 110 100 122 136 124 104 101

Non-current operating assets 133 100 109 107 258 390 324

Inventories 129 100 76 83 98 123 106

Receivables 26 100 116 102 132 141 129

Operating cash 221 100 93 131 19 28 14

Operating liabilities 108 100 95 84 161 186 184

Non-current operating assets 108 100 110 136 152 158 147

Inventories 115 100 82 97 104 95 84

Receivables 100 100 108 97 108 99 95

Operating cash 140 100 187 171 162 136 147

Operating liabilities 112 100 113 134 149 146 136

Non-current operating assets 107 100 115 121 148 174 170

Inventories 111 100 112 118 134 136 128

Receivables 87 100 123 120 130 144 144

Operating cash 104 100 122 124 107 90 103

Operating liabilities 100 100 117 125 145 157 162

Samsung

Harman

LOEWE

Mean

Sharp

VOXX

Sony

Panasonic
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Appendix 6 – Net working capital analysis 

 

 

 

Source: (FactSet, 2015)
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Appendix 7 – Forecasts  

 

 

 

 

 

  

EBITDA forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Group -175          198           210           370.6        143.5        348           297             233               241               247               254               276                       

B&O Operations 66             168           221           212           228           239           308             248               254               258               262               283                       

B&O Play N/A N/A N/A 2               7               7               44               40                 47                 51                 53                 58                         

B&O Icepower 16             16             26             35             29             35             40               41                 44                 46                 47                 49                         

DA&I forecast 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

DA&I (tangible) % of PP&E

Group 22% 23% 6% 18% 22% 30% 20% 20% 19% 22% 22% 22%

B&O Operations 4% 3% 3% 2% 3% 2% 3% 3% 3% 3% 3% 3%

B&O Play N/A N/A N/A 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Icepower 1% 1% 1% 1% 2% 1% 1% 1% 1% 1% 1% 1%

DA&I (tangible)

Group 135.5        123.7        30.0          91.9          103.2        99.8          69.8            70.7              70.7              81.2              85.7              87.7                      

B&O Operations 78.3          70.8          62.7          62.3          67.6          62.2          79.5            75.4              74.0              75.1              77.9              79.2                      

B&O Play N/A N/A N/A 0 0 0 0 0 0 0 0 0

B&O Icepower 0.9            1.0            1.1            1.1            1.8            0.8            1.3              1.5                1.6                1.7                1.8                1.6                        

DA&I (intangible) % of revenue

Group 5% 4% 4% 5% 8% 9% 5% 5% 5% 5% 5% 5%

B&O Operations 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Play N/A N/A N/A 0% 0% 0% 0% 0% 0% 0% 0% 0%

B&O Icepower 4% 5% 5% 3% 15% 2% 6% 6% 6% 6% 7% 5%

DA&I (intangible)

Group 150.2        121.5        119.7        156.2        227.4        245.4        147.5 151.9 156.5 161.2 166.0 169.3

B&O Operations 0.1 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

B&O Play N/A N/A N/A 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0

B&O Icepower 3.8            3.9            4.7            3.6            13.0          2.5            6.3 7.2 7.8 8.5 9.5 7.9
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Appendix 8 – GDP development 
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Source: (Eurostat, 2015) 
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Appendix 9 – Beta calculations 
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Appendix 10 – Cost of debt 

 

 

Source: (Bang & Olufsen, 2014) 

 

 

 

 

 

 

 

 

mDKK 31-05-2011 31-05-2012 31-05-2013 31-05-2014

Morgage loans 225.2 226.3 216.4 207.4

Bank Loans 47 150 150 220

Total market value of debt 272.2 376.3 366.4 427.4

Market value of debt

mDKK 31-05-2011 31-05-2012 31-05-2013 31-05-2014 Average

Morgage loans 10 11.8 10 10.8

Bank Loans 9.6 6.6 8.4 8.6

Total interest paid 19.6 18.4 18.4 19.4

Total market value of debt/interest paid 7.20% 4.89% 5.02% 4.54% 5.41%

Interest paid



 

 

Appendix 11 – DCF model business units 

 

 

  

Period F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Revenue 2,706 2,760 2,816 2,872 2,929 2,988

Production cost 2,098 2,206 2,249 2,295 2,342 2,373

SG&A expense 111 113 116 118 120 123

Salaries 189 193 197 201 205 209

EBITDA 308 248 254 258 262 283

Depreciation 79 75 74 75 78 79

Amortisation 0 0 0 0 0 0

EBIT 229 173 180 183 184 203

Tax 55 39 40 40 41 45

NOPAT 174 133 140 143 144 159

+ Depreciation & amortisation 80 75 74 75 78 79

- CAPEX 82 78 77 78 81 83

+/- Changes in NWC -684 20 20 21 21 22

Free cash flow 855 110 117 119 119 134

WACC 7.30%

PV of free cash flow 796 96 94 89 84

Sum PV of free cash flows 1,160

PV of terminal period 1,506

Accumulated Enterprise value 2,666

- NIBD 1,590

Value of equity 1,077

DCF Valuation model Bang & Olufsen Operations

Period F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Revenue 415 499 573 631 662 675

Production cost 322 398 458 504 529 537

SG&A expense 29 35 40 44 46 47

Salaries 21 25 29 32 33 34

EBITDA 44 40 47 51 53 58

Depreciation 0 0 0 0 0 0

Amortisation 0 0 0 0 0 0

EBIT 44 40 47 51 53 58

Tax 10 9 10 11 12 13

NOPAT 33 31 36 40 42 45

+ Depreciation & amortisation 0 0 0 0 0 0

- CAPEX 0 0 0 0 0 0

+ Changes in NWC 19 23 40 -1 -18 6

Free cash flow 14 8 -3 41 60 39

WACC 7.30%

PV of free cash flow 13 7 -3 31 42

Sum PV of free cash flows 90

PV of terminal period 445

Accumulated Enterprise value 535

- NIBD 205

Value of equity 330

DCF Valuation model B&O Play
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Source: Own depiction 

Period F2014/2015 F2015/2016 F2016/2017 F2017/2018 F2018/2019 Terminal period

Revenue 112 124 130 136 140 143

Production cost 52 60 63 66 68 69

SG&A expense 1 1 1 1 1 1

Salaries 19 21 22 23 24 24

EBITDA 40 41 44 46 47 49

Depreciation 1 1 2 2 2 2

Amortisation 6 7 8 8 10 8

EBIT 33 33 34 36 36 39

Tax 8 7 8 8 8 9

NOPAT 25 25 27 28 28 31

+ Depreciation & amortisation 8 9 9 10 11 9

- CAPEX 2 2 2 2 2 2

+ Changes in NWC -27 7 4 4 3 2

Free cash flow 57 25 30 32 35 37

WACC 6.89%

PV of free cash flow 54 22 25 24 25

Sum PV of free cash flows 150

PV of terminal period 450

Accumulated Enterprise value 600

- NIBD 0

Value of equity 600

DCF Valuation model - Icepower 
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Appendix 12 – Sensitivity analysis business units 

 

 

 

Source: Own depiction 

 

5.3% 5.8% 6.3% 6.8% 7.3% 7.8% 8.3% 8.8% 9.3%

0.0% 1,558 1,338 1,153 995 858 738 633 539 455

0.3% 1,659 1,421 1,222 1,052 907 780 669 571 483

0.5% 1,771 1,511 1,296 1,115 959 825 708 604 512

0.8% 1,895 1,611 1,377 1,182 1,016 873 749 640 543

1.0% 2,034 1,721 1,466 1,255 1,077 925 793 678 576

1.3% 2,190 1,843 1,564 1,335 1,143 980 840 718 611

1.5% 2,366 1,979 1,672 1,422 1,215 1,040 891 762 649

1.8% 2,567 2,132 1,791 1,518 1,293 1,105 945 808 688

2.0% 2,799 2,305 1,925 1,624 1,379 1,176 1,004 858 731

Sensitivity analysis Bang & Olufsen Operations (Enterprise value in mDKK)

WACC

G
ro

w
th

 r
a
te

5.3% 5.8% 6.3% 6.8% 7.3% 7.8% 8.3% 8.8% 9.3%

0.0% 467 404 350 305 265 231 201 175 151

0.3% 497 428 370 322 280 244 212 184 159

0.5% 530 455 392 340 295 257 224 194 168

0.8% 567 484 416 360 312 271 236 205 177

1.0% 608 517 443 382 330 286 249 216 187

1.3% 654 553 471 405 350 303 263 228 197

1.5% 706 593 503 431 371 320 278 241 208

1.8% 765 638 539 459 394 340 294 254 220

2.0% 834 689 578 490 419 360 311 269 233

Sensitivity analysis B&O Play (Enterprise value in mDKK)

WACC

G
ro

w
th

 r
a
te

5.3% 5.8% 6.3% 6.8% 7.3% 7.8% 8.3% 8.8% 9.3%

0.0% 689 630 580 537 501 469 441 416 394

0.3% 717 652 599 553 514 480 451 425 401

0.5% 747 677 619 570 529 493 461 434 409

0.8% 782 704 641 589 544 506 473 444 418

1.0% 819 735 666 609 561 520 485 454 427

1.3% 862 768 692 631 579 535 498 465 437

1.5% 910 805 722 654 599 552 511 477 447

1.8% 965 847 755 681 620 569 526 490 458

2.0% 1,029 894 791 710 643 589 542 503 469

Sensitivity analysis Icepower (Enterprise value in mDKK)

WACC

G
ro

w
th

 r
a
te
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Appendix 13 – EV calculation peers  

Cut-off date 30/3/2015 

 

Source:(Yahoo! Finance, 2015) 

 

Source:(Yahoo! Finance, 2015) 

 

Source:(Bloomberg L.P., 2015) 

Share price, DKK

Harman 121.25 USD 832.1

Panasonic 1816.5 JPY 104.6

Sony 3822.5 JPY 220.2

Samsung 1,291,000 KRW 8,004.2

VOXX 8.48 USD 58.2

B&O 58 DKK 58

Share price 30/3, local currency

DKK/USD 6.8623

DKK/JPY 0.0576

DKK/KRW 0.0062

Exchange rates 30/3

(DKK totals)

Shares outstanding 71,172,000

Share price (30/3/15) 832

Marketcap 59,218,938,392

NIBD 450,002,216

EV 59,668,940,607

Shares outstanding 2,463,000,000

Share price (30/3/15) 105

Marketcap 257,704,675,200

NIBD 2,611,321,639

EV 260,315,996,839

Shares outstanding 1,257,000,000

Share price (30/3/15) 220

Marketcap 276,761,232,000

NIBD -30,751,474,872

EV 246,009,757,128

Shares outstanding 147,299,000

Share price (30/3/15) 8,004

Marketcap 1,179,010,655,800

NIBD -31,213,824,616

EV 1,147,796,831,184

Shares outstanding 21,938,000

Share price (30/3/15) 58

Marketcap 1,276,622,765

NIBD 490,471,807

EV 1,767,094,572

Shares outstanding 43,197,000

Share price (30/3/15) 58

Marketcap 2,505,426,000

NIBD 387,000,000

EV 2,892,426,000

Samsung

VOXX

B&O

Harman

Panasonic

Sony
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Cut-off date 1/6/2015 

 
Source:(Yahoo! Finance, 2015) 

 
Source: (FactSet, 2015 & Yahoo! Finance, 2015) 

  
Source:(Bloomberg L.P., 2015) 

DKK/USD 6.82

DKK/JPY 0.0547

DKK/KRW 0.0061

Currency rate (1/6/15)

(mDKK)

Peers Revenue EBITDA EV (1/6/15) mDKK EV/Revenue EV/EBITDA

Harman 29,423 3,148 66,677 x2.27 x21.18

Panasonic 430,052 35,521 215,209 x0.50 x6.06

Sony 431,824 46,294 189,996 x0.44 x4.10

Samsung 1,100,871 229,983 230,257 x0.21 x1.00

VOXX 4,531 213 1,759 x0.39 x8.25

Worst case x0.70 x5.50

Base case x1.10 x8.12

Best case x1.50 x15.00

(DKK totals)

Shares outstanding 71,172,000

Share price (1/6/15) 930.52

Marketcap 66,227,026,378

NIBD 450,002,216

EV 66,677,028,593

Shares outstanding 2,463,000,000

Share price (1/6/15) 86.32

Marketcap 212,597,785,800

NIBD 2,611,321,639

EV 215,209,107,439

Shares outstanding 1,257,000,000

Share price (1/6/15) 175.61

Marketcap 220,747,237,950

NIBD -30,751,474,872

EV 189,995,763,078

Shares outstanding 147,299,000

Share price (1/6/15) 1,775

Marketcap 261,470,454,900

NIBD -31,213,824,616

EV 230,256,630,284

Shares outstanding 1,701,000,000

Share price (1/6/15) 9.46

Marketcap 16,096,733,100

NIBD 37,552,272,711

EV 53,649,005,811

Shares outstanding 21,938,000

Share price (1/6/15) 57.83

Marketcap 1,268,753,517

NIBD 490,471,807

EV 1,759,225,324

Shares outstanding 43,197,000

Share price (1/6/15) 58.00

Marketcap 2,505,426,000

NIBD 387,000,000

EV 2,892,426,000

Harman

Panasonic

Sony

Samsung

Sharp

VOXX

B&O
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Appendix 14 – Cash flows from Automotive sale 

The amount that is provisioned for, the guarantees claims, are subtracted from the initial after-tax 

cash flow, the upfront payment: 

                           

This presents the amount initial amounts.  

Next, the cash flow at 15 months presents the cash flows from the guarantee claims which are 81.5 

mDKK. Using a discount rate of 5% calculated the present value for the cash flow for year 1 are: 

        
    

        
  
  

 

Since the last part of the deal consists of fixed and finite payments, an annuity formula is preferable. 

The formula for annuity an annuity factor,  , is 

   
 

 
 

 

       
  

PMT presents the annual license payment in one of the three scenarios presented in the thesis. T 

presents the last year with a cash flow. In this case, the present value of the fixed payments from 

year 3 until last year, T, is: 

                
 

 
    

 
 

             
 

     
 

Worth noticing is that the annuity factor is discounted two periods back, since it calculates the 

present value at the end of year 2.  

Therefore, the valuation formula with PMT and T being depended on the scenario is: 

           
    

        
    

      
 

             
 

     
 

Hence, the values in the three scenarios are: 
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Appendix 15 – Target price LBO 

 

 

 

 

 

 


